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$FNQRZOHGJHPHQWV
7KH� DXWKRUV� DUH� YHU\� JUDWHIXO� WR� WKH� %LKDU� 6WDWH�'LUHFWRU� RI�0DKLOD� 6DPDNK\D�� 6U�6DEHHQD�� IRU�KHU� VXSSRUW� WR� WKH� UHVHDUFK�SURMHFW��:H�ZRXOG� DOVR� OLNH� WR� WKDQN�6WDWH2IILFHU�0V�� 3XVKSD� DQG�'LVWULFW� 3URJUDP�2IILFHUV�0V�� 3RRQDP��0V�� 6DQJHHWD� DQG0V��$QHHWD��RI�0X]DIIDUSXU��6LWDPDUKL�DQG�'DUEKDQJD�GLVWULFWV�UHVSHFWLYHO\��IRU�WKHLUVXSSRUW�DQG�FRRSHUDWLRQ��6SHFLDO�WKDQNV�JR�WR�WKH�'LVWULFW�&RUH�7HDPV�IRU� WKHLU�KHOSDQG�HQWKXVLDVP��0RUHRYHU��WKH�UHVHDUFK�JURXS�YHU\�PXFK�DSSUHFLDWHG�WKH�KRVSLWDOLW\RI� WKH�0DKLOD� 6DPDNK\D� SURJUDPPH� DQG� WKH� %(3� SURJUDPPH� LQ�0X]DIIDUSXU��:HDSSUHFLDWH�WKH�VXSSRUW�RI�0U��6�.��1HJL��6WDWH�'LUHFWRU�RI�WKH�%LKDU�(GXFDWLRQ�3URMHFW�%(3��� DQG�RI� WKH�%(3�'LVWULFW�2IILFHUV�� LQ�SDUWLFXODU�2IILFHUV�RQ�6SHFLDO�'XW\�0U�6XQLO� .XPDU� DQG�0U�� %KROD� 3UDVDG��:H� ZRXOG� DOVR� OLNH� WR� WKDQN� WKH� (DUO\� &KLOG'HYHORSPHQW� �(&'�� WHDP�RI� WKH�:RUOG�%DQN��ZLWK� VSHFLDO� UHIHUHQFH� WR� NQRZOHGJHFRRUGLQDWRU�0V��0DU\�<RXQJ��IRU�ILQDQFLDOO\�HQDEOLQJ�WKH�UHVHDUFK��/DVW�EXW�QRW�OHDVW�RXU� PRVW� VLQFHUH� JUDWLWXGH� JRHV� WR� 'U�� 6KDQWZDQD� %KDUWL�� OHJDO� WUDLQHU� RI� 0DKLOD6DPDNK\D� DQG�PHPEHU� RI� WKH�0X]DIIDUSXU� 'LVWULFW� &RUH� 7HDP�� IRU� KHU� FRQWLQXLQJVXSSRUW�DQG�PRVW�YDOXDEOH�FRQWULEXWLRQV�
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(;(&87,9(�6800$5<
7KH� OLWHUDWXUH� RQ� VRFLDO� FDSLWDO� FOHDUO\� VKRZV� WKH� VLJQLILFDQW� UHODWLRQVKLS� EHWZHHQVRFLDO�FDSLWDO�DQG�LQGLYLGXDO�RXWFRPHV�VXFK�DV�HGXFDWLRQDO�DWWDLQPHQW��+RZHYHU��WKHUHLV� OLWWOH�HYLGHQFH�VR�IDU�RQ�RXWFRPHV�RI�YHU\�\RXQJ�FKLOGUHQ��7KLV� UHSRUW� VWXGLHV� WKHUROH�RI�VRFLDO�FDSLWDO�LQ�HQKDQFLQJ�FKLOG�RXWFRPHV�
,W� LQYHVWLJDWHV� WZR� SRWHQWLDO� VRXUFHV� RI� VRFLDO� FDSLWDO�� $W� WKH� LQGLYLGXDO� OHYHO�� WKHDXWKRUV�FRQVLGHU�VRFLDO�FDSLWDO�DV�WKH�UHVRXUFHV�DQG�LQIRUPDWLRQ�UHVLGLQJ�LQ�WKH�VRFLDOQHWZRUNV�RI�D�FKLOG¶V�SDUHQWV��$W�WKH�FRPPXQLW\�OHYHO��ZH�DQDO\]H�VRFLDO�FDSLWDO�DV�WKHZLOOLQJQHVV�RI�D�FRPPXQLW\�WR�FRRSHUDWH�DQG�HQJDJH�LQ�FROOHFWLYH�DFWLRQ�
:H� VWXG\� WKH� 0DKLOD� 6DPDNK\D� SURJUDPPH� LQ� UXUDO� %LKDU� �,QGLD��� D� ZRPHQ¶VHPSRZHUPHQW� SURJUDPPH� WKDW� HPSKDVL]HV� IHPDOH� HGXFDWLRQ�� 7KH� ILQGLQJV� VWURQJO\VXJJHVW� WKDW� WKH� SURJUDPPH� LV� VXFFHVVIXO� LQ� LQFUHDVLQJ� SDUHQWDO� DZDUHQHVV� RQ� WKHYDOXH�RI�SUHVFKRRO�DQG�SULPDU\�HGXFDWLRQ�� ,Q�RWKHU�ZRUGV�� WKH�SURJUDPPH� VHHPV� WRLQFUHDVH� WKH� LQIRUPDWLRQDO� UHVRXUFHV�RI�SDUHQWV�RQ� HGXFDWLRQ�� D� VRFLDO� FDSLWDO� HIIHFW�0RUHRYHU��WKH�UHVXOWV�LQGLFDWH�WKDW�SURJUDPPH�PHPEHUV�DUH�VLJQLILFDQWO\�PRUH�OLNHO\WKDQ�QRQ�SDUWLFLSDQWV�LQ�WKHLU�YLOODJH�WR�SDUWLFLSDWH�LQ�VFKRRO�PDQDJHPHQW�DQG�VFKRRODFWLYLWLHV��DQG�WR�FRQWULEXWH�WR�WKH�FRQVWUXFWLRQ�RI�VFKRROV�DQG�SUHVFKRROV��7KDW�LV��WKHUHVXOWV�DUH�KLJKO\�VXJJHVWLYH�RI�LQFUHDVHG�FROOHFWLYH�DFWLRQ�DV�ZHOO�
$� VHFRQG� PDLQ� ILQGLQJ� LV� WKDW� WKHVH� UHVXOWV� GR� QRW� UHPDLQ� OLPLWHG� WR� SURJUDPPHSDUWLFLSDQWV�� :H� ILQG� WKDW� QRQ�SDUWLFLSDWLQJ� ZRPHQ� LQ� SURJUDPPH� YLOODJHV� DUHVLJQLILFDQWO\�PRUH�DZDUH�RI� WKH� LPSRUWDQFH�RI� �SUHVFKRRO�� HGXFDWLRQ� WKDQ�ZRPHQ� LQFRQWURO�YLOODJHV�� ,Q�DGGLWLRQ��QRQ�SDUWLFLSDWLQJ�KRXVHKROGV�LQ�SURJUDPPH�YLOODJHV�DUHDOVR�VLJQLILFDQWO\�PRUH�OLNHO\�WR�SDUWLFLSDWH�LQ�VFKRRO�PDQDJHPHQW�DQG�DFWLYLWLHV��DQGWR� FRQWULEXWH� WR� VFKRRO� FRQVWUXFWLRQ�� 7KHVH� UHVXOWV� VXJJHVW� WKDW� WKH� SURJUDPPH� QRWRQO\�LQFUHDVHV�VRFLDO�FDSLWDO�DPRQJ�LWV�PHPEHUV��EXW�KDV�SRWHQWLDOO\�VWURQJ�VSLOORYHUHIIHFWV� WR� RWKHU� FRPPXQLW\� PHPEHUV� DV� ZHOO�� 7KH� SURJUDPPH� VHHPV� WR� LQFUHDVHLQGLYLGXDO�DQG�FRPPXQLW\�VRFLDO�FDSLWDO�WKURXJKRXW�WKH�ZLGHU�FRPPXQLW\�
1H[W�� ZH� VWXG\� WKH� UHODWLRQVKLS� EHWZHHQ� WKH� 0DKLOD� 6DPDNK\D� SURJUDPPH� DQGSUHVFKRRO� DQG� SULPDU\� VFKRRO� HQUROPHQW�� &RQWUROOLQJ� IRU� FKLOG�� KRXVHKROG� DQGFRPPXQLW\� FKDUDFWHULVWLFV�� ZH� ILQG� WKDW� FKLOGUHQ� LQ� SURJUDPPH� YLOODJHV� DUHVLJQLILFDQWO\�PRUH�OLNHO\�WR�EH�HQUROOHG�LQ�SUHVFKRRO��7KH�QXPEHU�RI�SUHVFKRROV��LWVHOIVWURQJO\� FRUUHODWHG� ZLWK� WKH� SUHVHQFH� RI� WKH� SURJUDPPH�� LV� KLJKO\� SUHGLFWLYH� RIHQUROPHQW��:H�DOVR�ILQG�D�VLJQLILFDQW�DQG�DGGLWLRQDO� UHODWLRQVKLS�EHWZHHQ� LQGLYLGXDOSDUWLFLSDWLRQ� LQ� WKH� SURJUDPPH� DQG� SUHVFKRRO� HQUROPHQW�� )LQDOO\�� WKH� HYLGHQFHVXJJHVWV�WKDW�FKLOGUHQ�OLYLQJ�LQ�SURJUDPPH�YLOODJHV��ZKRVH�PRWKHUV�GR�QRW�SDUWLFLSDWHWKHPVHOYHV�� DUH� VLJQLILFDQWO\� PRUH� OLNHO\� WR� EH� HQUROOHG� DV� ZHOO�� ,Q� VKRUW�� WKHSURJUDPPH�VHHPV�WR�KDYH�D�GLUHFW�UHODWLRQVKLS�ZLWK�SUHVFKRRO�HQUROPHQW
)RU�SULPDU\�VFKRRO�WKH�ILQGLQJV�DUH�DSSUR[LPDWHO\�VLPLODU��7KH�PDLQ�GLIIHUHQFH�LV�WKDWWKH�VSLOORYHUV�RI� WKH�SURJUDPPH�DUH�PXFK� OHVV�YLVLEOH��2QO\�JLUOV�DQG�FKLOGUHQ� IURPWKH� ORZHVW� FDVWHV� VHHP� WR� EHQHILW� RI� WKH� SUHVHQFH� RI� WKH� SURJUDPPH� UHJDUGOHVV� RIZKHWKHU�WKHLU�PRWKHU�SDUWLFLSDWHV�KHUVHOI�
$�VLPLODU�DQDO\VLV�RI� LPPXQL]DWLRQ�FRYHUDJH�DJDLQ�VKRZV�WKH�ODUJH�VSLOORYHUV�RI� WKHSURJUDPPH�� FKLOGUHQ� LQ� SURJUDPPH� YLOODJHV� DUH� VLJQLILFDQWO\� PRUH� OLNHO\� WR� EH
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LPPXQL]HG� DJDLQVW� WXEHUFXORVLV�� GLSKWKHULD� DQG� PHDVOHV�� UHJDUGOHVV RI� WKH� DFWLYHSDUWLFLSDWLRQ�LQ�WKH�SURJUDPPH��6XUSULVLQJO\��WKLV�UHVXOW�LV�VWURQJHU�WKDQ�IRU�LQGLYLGXDOPHPEHUVKLS�� 7KH� GLIIHUHQFHV� LQ� LPPXQL]DWLRQ� FRYHUDJH� EHWZHHQ� WKH� PHPEHUKRXVHKROGV�DQG�QRQ�PHPEHU�KRXVHKROGV�DUH� LQVLJQLILFDQW��H[FHSW�IRU�PHDVOHV���1RWHWKDW� WKH� SURJUDPPH� GRHV� QRW� KDYH� DQ\� FRUUHODWLRQ� ZLWK� WKH� LPPXQL]DWLRQ� DJDLQVWSROLR��7KH� LPSDFW�RI� WKH� UHFHQW�PDVV�SROLR�FDPSDLJQV�RUJDQL]HG�E\� WKH�JRYHUQPHQWPD\�REVFXUH�DQ\�SURJUDPPH�HIIHFWV�
)LQDOO\��WKH�UHSRUW�DQDO\VHV�WKH�UHODWLRQVKLS�RI�WKH�SURJUDPPH�ZLWK�KHDOWK�LQGLFDWRUV�,Q�SDUWLFXODU��LW�VWXGLHV�WKH�SDUWLDO�FRUUHODWLRQV�RI�SURJUDPPH�YLOODJH�DQG�SURJUDPPHPHPEHUVKLS�RQ�WKH�SUHYDOHQFH�RI�GLDUUKHD��+RZHYHU��WKH�ORJLVWLF�HVWLPDWLRQ�GRHV�QRWFRQILUP� DQ\� VLJQLILFDQW� UHODWLRQVKLS�� ,Q� FRQWUDVW�� SDUWLFLSDQWV� LQ� WKH� SURJUDPPH� GRKDYH� EHWWHU� NQRZOHGJH� RQ� KRZ� WR� WUHDW� GLDUUKHD� RQFH� LW� RFFXUV� WKDQ� FRQWUROKRXVHKROGV��$JDLQ�� WKLV� UHODWLRQVKLS� LV� DOVR� VLJQLILFDQW� IRU�QRQ�SDUWLFLSDQWV� DOWKRXJKLWV�VL]H�LV�VPDOOHU�
,Q�VXPPDU\��WKH�HYLGHQFH�LV�VWURQJO\�VXJJHVWLYH�RI�WKH�SRVLWLYH�UHODWLRQVKLS�EHWZHHQWKH� 0DKLOD� 6DPDNK\D� SURJUDPPH� DQG� LQFUHDVHG� LQGLYLGXDO� DQG� FRPPXQLW\� VRFLDOFDSLWDO��,Q�DGGLWLRQ��WKH�ILQGLQJV�VWURQJO\�VXJJHVW�D�SRVLWLYH�UHODWLRQVKLS�ZLWK�SUH��DQGSULPDU\�VFKRRO�HQUROPHQW��1RW�RQO\�RQ�PHPEHUV��EXW� RQ�QRQ�PHPEHUV� DV�ZHOO��:HILQG�VLPLODU�UHVXOWV�IRU�LPPXQL]DWLRQ�DQG�WKH�WUHDWPHQW�RI�GLDUUKHD��D�SUR[\�IRU�KHDOWKSUDFWLFHV�
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/LVW�RI�DEEUHYLDWLRQV
%(3�  �%LKDU�(GXFDWLRQ�3URMHFW'SW�  �'LSKWKHULD(&'�  �(DUO\�&KLOGKRRG�'HYHORSPHQW06�  �0DKLOD�6DPDNK\D1*2�  �1RQ�*RYHUQPHQWDO�2UJDQL]DWLRQ2%&�  �2WKHU�%DFNZDUG�&DVWHV257�  �2UDO�5HK\GUDWLRQ�7KHUDS\37$�  �3DUHQW�7HDFKHU�$VVRFLDWLRQ6&�67  �6FKHGXOHG�&DVWHV���6FKHGXOHG�7ULEHV7EF�  �7XEHUFXORVLV9(&�  �9LOODJH�(GXFDWLRQ�&RPPLWWHH
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�� ,1752'8&7,21 �
�� 62&,$/�&$3,7$/�$1'�&+,/'�'(9(/230(17 ��
��� 7KH�RULJLQV�RI�VRFLDO�FDSLWDO ��
��� 6RFLDO�FDSLWDO�DQG�FKLOG�RXWFRPHV ��
��� 6RFLDO�FDSLWDO�DQG�FRPPXQLW\�HQJDJHPHQW ��
�� '(6&5,37,21�2)�7+(�352*5$00( ��
��� +LVWRU\�RI�WKH�0DKLOD�6DPDNK\D�SURJUDPPH ��
��� &RQWH[W��0DKLOD�6DPDNK\D�LQ�%LKDU ��
��� 2EMHFWLYHV�DQG�PHWKRGV�RI�0DKLOD�6DPDNK\D ��
��� 6HOHFWLRQ�LQ�WKH�SURJUDPPH�DQG�LQ�WKH�VDPSOH ��
��� 0DKLOD�6DPDNK\D�DQG�SUHVFKRRO�FHQWHUV ��
��� &RPSDULVRQ�RI�SDUWLFLSDQWV�DQG�QRQ�SDUWLFLSDQWV ��
�� &+$1*,1*�$77,78'(6�$1'�&20081,7<�(1*$*(0(17 ��
��� 3DUHQWDO�DWWLWXGHV�WRZDUGV�HGXFDWLRQ ��
��� 3DUWLFLSDWLRQ�LQ�VFKRRO�DFWLYLWLHV ��
�� 35(6&+22/�$1'�35,0$5<�6&+22/�(152/0(17 ��
��� 0HWKRGRORJ\ ��
��� 3UHVFKRRO�HQUROOPHQW ��
��� 3ULPDU\�PLGGOH�VFKRRO�HQUROPHQW ��
�� ,0081,=$7,21�$1'�+($/7+�35$&7,&(6 ��
��� ,PPXQL]DWLRQ ��
��� +HDOWK�DQG�K\JLHQH ��
�� &21&/86,21 ��
$11(;����6$03/,1*�0(7+2'�$1'�'$7$�&2//(&7,21 ��
$�����6DPSOH�UHJLRQ ��
$����6DPSOH�VL]H�DQG�VHOHFWLRQ ��
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$����&RPSDULVRQ�RI�SURJUDPPH�YLOODJHV�DQG�FRQWURO�YLOODJHV� ��
$����'DWD�FROOHFWLRQ ��
$11(;����'(6&5,37,21�2)�7+(�9$5,$%/(6 ��
$11(;����/2*,7�(67,0$7,216�2)�(152/0(17 ��
$11(;����/2*,7�(67,0$7,216�2)�,0081,=$7,21 ��
$11(;����/2*,7�(67,0$7,216�2)�+($/7+�35$&7,&(6 ��
5()(5(1&(6 ��
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7DEOHV�DQG�ILJXUHV
7DEOH���� (PSOR\PHQW�FKDUDFWHULVWLFV ��7DEOH���� &DVWH�DQG�UHOLJLRQ�FKDUDFWHULVWLFV ��7DEOH���� 3DUHQWDO�DWWLWXGHV�WRZDUGV�HGXFDWLRQ ��7DEOH���� 3DUHQWDO�LQYROYHPHQW�LQ�HGXFDWLRQ ��7DEOH�$���� 3URJUDPPH�GDWD�E\�GLVWULFW ��7DEOH�$���� $FFHVVLELOLW\�FKDUDFWHULVWLFV�RI�SURJUDPPH�DQG�FRQWURO�YLOODJHV ��7DEOH�$���� 6FKRRO�IDFLOLWLHV�LQ�SURJUDPPH�DQG�FRQWURO�YLOODJHV ��7DEOH�$���� 'HVFULSWLRQ�RI�WKH�YDULDEOHV�LQ�WKH�ORJLVWLF�HVWLPDWLRQV ��7DEOH�$���� (VWLPDWLRQ�RI�SUHVFKRRO�HQUROPHQW ��7DEOH�$���� (VWLPDWLRQ�RI�SULPDU\�PLGGOH�VFKRRO�HQUROPHQW ��7DEOH�$���� (VWLPDWLRQ�RI�LPPXQL]DWLRQ�FRYHUDJH ��7DEOH�$���� (VWLPDWLRQ�RI�WKH�RFFXUUHQFH�RI�GLDUUKHD ��7DEOH�$���� (VWLPDWLRQ�RI�WKH�WUHDWPHQW�RI�GLDUUKHD ��
)LJXUH���� /LWHUDF\�OHYHOV�E\�JHQGHU ��)LJXUH���� 3DUHQWDO�SDUWLFLSDWLRQ�LQ�HGXFDWLRQ��7\SH�RI�DFWLYLWLHV ��)LJXUH���� 3UHVFKRRO�HQUROPHQW�E\�DJH ��)LJXUH���� 3UHVFKRRO�HQUROPHQW�DW�DJH���E\�GLVWULFW ��)LJXUH���� 3ULPDU\�PLGGOH�VFKRRO�HQUROPHQW�E\�JHQGHU ��)LJXUH���� 3ULPDU\�PLGGOH�VFKRRO�HQUROPHQW�E\�FDVWH ��)LJXUH���� ,PPXQL]DWLRQ�FRYHUDJH�E\�W\SH�RI�GLVHDVH ��)LJXUH���� 'LSKWKHULD�LPPXQL]DWLRQ�FRYHUDJH�E\�JHQGHU ��)LJXUH���� 'LSKWKHULD�LPPXQL]DWLRQ�FRYHUDJH�E\�JHQGHU�DQG�GLVWULFW ��)LJXUH���� 3UHYDOHQFH�RI�GLDUUKHD�LQ�WKH�ODVW�IRXU�ZHHNV ��)LJXUH���� 3UHYDOHQFH�RI�GLDUUKHD�LQ�WKH�ODVW�IRXU�ZHHNV�E\�GLVWULFW ��)LJXUH���� 7UHDWPHQW�RI�GLDUUKHD ��
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�� ,QWURGXFWLRQ
7KH� VRFLDO� HQYLURQPHQW� LQ� ZKLFK� D� FKLOG� JURZV� XS� LV� RQH� RI� WKH� PRVW� LPSRUWDQWGHWHUPLQDQWV�RI�LWV�GHYHORSPHQW��ZHOO�EHLQJ�DQG�RXWFRPHV�ODWHU� LQ� OLIH��1RW�RQO\�WKHIDPLO\� SOD\V� DQ� LPSRUWDQW� UROH�� EXW� DOVR� WKH� VRFLDO� UHODWLRQV� RI� D� FKLOG¶V� SDUHQWV�0RUHRYHU�� DV� WKH� VRFLDO� FDSLWDO� OLWHUDWXUH� VXJJHVWV�� WKH� FKDUDFWHULVWLFV� RI� WKHFRPPXQLW\� VKDSH� D� FKLOG¶V� ZLGHU� VXUURXQGLQJV� DQG� VWURQJO\� LQIOXHQFH� LWVRSSRUWXQLWLHV�
6RFLDO� FDSLWDO� DW� WKH� LQGLYLGXDO� OHYHO� UHIHUV� WR� WKH� UHVRXUFHV� UHVLGLQJ� LQ� RQH¶V� VRFLDOUHODWLRQV� DQG� QHWZRUNV� WKDW� FDQ� LPSURYH� LQGLYLGXDO� RXWFRPHV�� 7KHVH� UHVRXUFHV� FDQFRQVLVW� RI� LQIRUPDWLRQ� �RQ� FKLOG� UHDULQJ� SUDFWLFHV�� MRE� RSSRUWXQLWLHV��� 7KH\� FDQ� EHILQDQFLDO� RU� PDWHULDO� �LQIRUPDO� ORDQV�� VKDULQJ� FDWWOH� RU� HTXLSPHQW��� 7KH\� PLJKWFRQFHUQ�KHOS��VXFK�DV�FKLOGFDUH��RU� LQ�EXLOGLQJ�D�KRXVH��RU�PRUH�LQWDQJLEOH� IRUPV�RIVRFLDO� FDSLWDO� OLNH� HPRWLRQDO� VXSSRUW� DQG� IULHQGVKLS��$W� WKH� FRPPXQLW\� OHYHO�� VRFLDOFDSLWDO� HQFRPSDVVHV�YDOXHV�� QRUPV�RI�EHKDYLRU� VXFK� DV� IDLUQHVV� DQG� UHFLSURFLW\� DQGWUXVW� LQ� RWKHUV�� &RPPXQLW\� VRFLDO� FDSLWDO� IDFLOLWDWHV� FRRSHUDWLRQ� DQG� LQFUHDVHV� WKHZLOOLQJQHVV�RI�WKH�FRPPXQLW\�WR�HQJDJH�LQ�FROOHFWLYH�DFWLRQ�
7KHUH� LV� LQFUHDVLQJ� HYLGHQFH� RQ� WKH� UHODWLRQVKLS� EHWZHHQ� VRFLDO� FDSLWDO� DQG� FKLOGRXWFRPHV�� &KLOGUHQ¶V� ZHOO� EHLQJ� GHSHQGV� RQ� VHYHUDO� VRXUFHV� RI� VRFLDO� FDSLWDO�� 7KHZLWKLQ� IDPLO\� VRFLDO� FDSLWDO� FRQFHUQV� WKH� UHODWLRQVKLS� EHWZHHQ� SDUHQWV� DQG� FKLOGUHQDQG�DPRQJ�VLEOLQJV��,PSRUWDQW�IDFWRUV�LQ�WKLV�UHVSHFW�DUH�IRU�H[DPSOH�WKH�SUHVHQFH�RIERWK� SDUHQWV� LQ� WKH� KRXVHKROG�� SDUHQWDO� LQWHUDFWLRQ� ZLWK� WKH� FKLOGUHQ�� D� VWLPXODWLQJKRPH�HQYLURQPHQW�DQG�WKH�QXPEHU�RI�VLEOLQJV�ZLWK�ZKRP�WR�VKDUH�DWWHQWLRQ��$�VHFRQGVRXUFH�RI�FKLOG�ZHOO�EHLQJ�LV�EDVHG�RQ�WKH�VRFLDO�FDSLWDO�RI�LWV�SDUHQWV��LQ�SDUWLFXODU�WKHLQIRUPDWLRQ� DQG� VXSSRUW� WKDW� SDUHQWV� KDYH� DFFHVV� WR� WKURXJK� WKHLU� RZQ� QHWZRUNV�7KLUG�� WKH� FRPPXQLW\� VRFLDO� FDSLWDO� VKDSHV� LQWHUSHUVRQDO� UHODWLRQVKLSV�� GLUHFWO\LQIOXHQFHV�EHKDYLRU�LQ�WKH�YLOODJH��DQG�DIIHFWV�WKH�SURSHQVLW\�RI�FRPPXQLW\�PHPEHUVWR�HQJDJH�LQ�FRPPXQLW\�SURMHFWV�WR�LPSURYH�YLOODJH�OLIH�
,Q�VSLWH�RI�WKH�LQFUHDVLQJ�DWWHQWLRQ�IRU�VRFLDO�IDFWRUV��UHVHDUFK�RQ�VRFLDO�FDSLWDO�DQG�WKHYHU\�\RXQJ�RQHV�LV�VWLOO�VFDUFH��7KLV�UHSRUW�SURSRVHV� WR� LQYHVWLJDWH� WKH� UROH�RI�VRFLDOFDSLWDO� LQ� HDUO\� FKLOGKRRG� GHYHORSPHQW�� ,W� ZLOO� JLYH� VRPH� ILUVW� LQVLJKWV� LQ� WKHUHODWLRQVKLS� EHWZHHQ� SDUHQWV¶� VRFLDO� QHWZRUNV�� FRPPXQLW\� VRFLDO� FDSLWDO� DQG� HDUO\FKLOGKRRG�RXWFRPHV��,Q�SDUWLFXODU��WKH�UHSRUW�ZLOO�IRFXV�RQ�WKH�IROORZLQJ�TXHVWLRQV�� :KDW�LV�WKH�UHODWLRQVKLS�EHWZHHQ�VRFLDO�FDSLWDO��SDUHQWDO�DWWLWXGHV�DQG�SDUHQWDOSDUWLFLSDWLRQ�LQ�HGXFDWLRQ"� :KDW� LV� WKH�UROH�RI�VRFLDO�FDSLWDO� LQ� LQFUHDVLQJ�SUHVFKRRO�DQG�SULPDU\�PLGGOHVFKRRO�HQUROPHQW"� :KDW�LV�WKH�UROH�RI�VRFLDO�FDSLWDO�LQ�LPSURYLQJ�FKLOG�KHDOWK�DQG�LPPXQL]DWLRQFRYHUDJH"
7R� DQVZHU� WKHVH� TXHVWLRQV�� WKH� UHSRUW� DQDO\VHV� WKH� 0DKLOD� 6DPDNK\D� �06�SURJUDPPH�LQ�UXUDO�%LKDU��D�QRUWKHUQ�,QGLDQ�VWDWH��7KH�06�SURJUDPPH�LV�D�ZRPHQ¶VHPSRZHUPHQW�SURJUDPPH�DLPHG�DW�ZRPHQ�IURP�WKH�HFRQRPLFDOO\�DQG�VRFLDOO\�PRVWGLVDGYDQWDJHG�JURXSV��7KH�SURJUDPPH�LQLWLDOO\�DLPHG�DW�HPSRZHULQJ�ZRPHQ�WKURXJKLQFUHDVHG� OLWHUDF\� DQG� WR� LPSURYH� HGXFDWLRQ� HQUROPHQW�� HVSHFLDOO\�RI� JLUOV��6LQFH� LWVVWDUW�LQ������LW�KDV�SURYHQ�WR�EH�D�VXFFHVVIXO�FRPPXQLW\�PRELOL]LQJ�IRUFH��2YHU�WLPH�WKH�ZRPHQ¶V� JURXSV� KDYH� DGGUHVVHG� DQ� LQFUHDVLQJO\� EURDG� UDQJH� RI� LVVXHV� �0DKLOD
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6DPDNK\D�� ������� 7KURXJK� WKH� LQFUHDVHG� OLWHUDF\� DQG� HPSRZHUPHQW� RI� WKH� ZRPHQDQG� WKH� VWUHQJWKHQLQJ� RI� WKHLU� SRVLWLRQ� ZLWKLQ� DQG� RXWVLGH� WKH� KRXVHKROG�� WKHSURJUDPPH�LQGLUHFWO\�LPSURYHV�FKLOG�ZHOO�EHLQJ��,Q�DGGLWLRQ��LW�DOVR�GLUHFWO\�LQFUHDVHVRXWFRPHV� RI� \RXQJ� FKLOGUHQ�� ([DPSOHV� DUH� WKH� FRQVWUXFWLRQ� SUHVFKRROV�� LQFUHDVHGDZDUHQHVV� RI� WKH� LPSRUWDQFH� RI� JLUOV¶� HGXFDWLRQ�� SDUHQWDO� SDUWLFLSDWLRQ� LQ� VFKRRODFWLYLWLHV��DQG�LQFUHDVHG�NQRZOHGJH�RI�KHDOWK�LVVXHV�
7KH�DQDO\VLV�LV�EDVHG�RQ�D�ODUJH�VFDOH�TXDQWLWDWLYH�VXUYH\�RI�WKH�SURJUDPPH��,Q�HDFKRI����YLOODJHV�ZKHUH�WKH�SURJUDPPH�LV�DFWLYH�WZHQW\�ZRPHQ�ZHUH�LQWHUYLHZHG��ERWKSDUWLFLSDQWV� DQG� QRQ�SDUWLFLSDQWV� LQ� WKH� SURJUDPPH�� 0RUHRYHU�� WKH� DQDO\VLV� XVHV� DFRQWURO� JURXS� LQ� ��� DGGLWLRQDO� YLOODJHV� ZKHUH� WKH� SURJUDPPH� LV� QRW� DFWLYH�� 7KHTXDQWLWDWLYH�GDWD�DUH�XVHG�LQ�ERWK�GHVFULSWLYH�DQG�HFRQRPHWULF�DQDO\VHV��7KLV�DSSURDFKHQDEOHV� XV� WR� GLVWLQJXLVK� EHWZHHQ� WKH� RXWFRPHV� RI� SURJUDPPH� SDUWLFLSDQWV� DQG� RIQRQ�SDUWLFLSDQWV��0RUH�LQWHUHVWLQJO\��LW�DOORZV�WKH�FRPSDULVRQ�RI�QRQ�SDUWLFLSDQWV�DQGWKH� FRQWURO� JURXS�� 7R� WKH� H[WHQW� WKDW� WKH� SURJUDPPH� YLOODJHV� DUH� VLPLODU� WR� FRQWUROYLOODJHV�� DQ\� GLIIHUHQFHV� EHWZHHQ� WKH� ODWWHU� WZR� JURXSV� FDQ� EH� DWWULEXWHG� WR� WKHSUHVHQFH�RI�WKH�SURJUDPPH�HYHQ�WKRXJK�QRQ�SDUWLFLSDQWV�DUH�QRW�DFWLYHO\�LQYROYHG�LQWKH� SURJUDPPH� WKHPVHOYHV�� ,Q� RWKHU� ZRUGV�� ZH� DUH� LQWHUHVWHG� LQ� ILQGLQJ� VSLOORYHUHIIHFWV�RI�WKH�SURJUDPPH�RQ�WKH�UHVW�RI�WKH�FRPPXQLW\�
7KH�UHPDLQGHU�RI�WKH�UHSRUW�VWDUWV�ZLWK�DQ�RYHUYLHZ�RI�WKHRULHV�DQG�FXUUHQW�NQRZOHGJHRQ�WKH�UHODWLRQVKLS�EHWZHHQ�VRFLDO�FDSLWDO��HGXFDWLRQ�DQG�FRPPXQLW\�HQJDJHPHQW��7KHWKLUG� VHFWLRQ�JLYHV� D�PRUH�GHWDLOHG�GHVFULSWLRQ�RI� WKH�0DKLOD�6DPDNK\D�SURJUDPPHDQG�D� FRPSDULVRQ�RI�SDUWLFLSDQWV�YHUVXV�QRQ�SDUWLFLSDQWV�� ,Q� VHFWLRQ� IRXU�� WKH� UHSRUWLQYHVWLJDWHV� SDUHQWDO� DWWLWXGHV� WRZDUGV� HGXFDWLRQ� DV�ZHOO� DV� SDUHQWDO� LQYROYHPHQW� LQVFKRRO�PDQDJHPHQW� DQG� DFWLYLWLHV�� 1H[W�� LW� SHUIRUPV� D� GHVFULSWLYH� DQG� HFRQRPHWULFDQDO\VLV� RI� HQUROPHQW� LQ� SUHVFKRRO� DQG� SULPDU\�PLGGOH� VFKRRO�� )LQDOO\�� WKH� VL[WKVHFWLRQ�ORRNV�GHHSHU�LQWR�LPPXQL]DWLRQ�FRYHUDJH�DQG�KHDOWK�SUDFWLFHV�DPRQJ�WKH�WKUHHJURXSV�� SDUWLFLSDQWV� DQG� QRQ�SDUWLFLSDQWV� LQ� SURJUDPPH� YLOODJHV�� DQG� KRXVHKROGV� LQFRQWURO�YLOODJHV��7KH�ODVW�VHFWLRQ�VXPPDUL]HV�WKH�ILQGLQJV�DQG�FRQFOXGHV�
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�� 6RFLDO�FDSLWDO�DQG�&KLOG�'HYHORSPHQW��� 7KH�RULJLQV�RI�VRFLDO�FDSLWDO
7KH� FRQFHSW� RI� VRFLDO� FDSLWDO� ZDV� FORVHO\� OLQNHG� WR� HGXFDWLRQDO� RSSRUWXQLWLHV� DQGRXWFRPHV�IURP�LWV�HDUO\�RQVHW��2QO\�LQ�UHODWLYHO\�UHFHQW�\HDUV�KDV�LW�EHHQ�H[SDQGHG�WRRWKHU� DUHDV� RI� GHYHORSPHQW� VXFK� DV� MRE� RSSRUWXQLWLHV�� DJULFXOWXUDO� RXWFRPHV� DQGHFRQRPLF�GHYHORSPHQW��6RFLDO� FDSLWDO� FDQ� IDFLOLWDWH�D�QXPEHU�RI� LVVXHV� VXFK� DV� ULVNVKDULQJ� DQG� FRQWUDFW� HQIRUFHPHQW��+RZHYHU��ZH�ZLOO� IRFXV� LQ� WKLV� SDUDJUDSK� RQ� WKHWUDQVPLVVLRQ�RI�LQIRUPDWLRQ�ZLWK�UHVSHFW�WR�HGXFDWLRQ�
2QH�RI� WKH� IRXQGHUV�RI� WKH�FRQFHSW��%RXUGLHX�� LQWURGXFHG�VRFLDO� FDSLWDO� DQG�FXOWXUDOFDSLWDO� WR� FRPSOHPHQW� HFRQRPLF� FDSLWDO�� ZKLFK� FRQVLVWV� RI� ILQDQFLDO�� SK\VLFDO� DQGQDWXUDO�FDSLWDO��%RXUGLHX���������+H�GHVFULEHV�VRFLDO�FDSLWDO�DV�WKH�DFWXDO�RU�SRWHQWLDOUHVRXUFHV�UHVLGLQJ�LQ�RQH¶V�VRFLDO�QHWZRUN�DQG�WKH�DELOLW\�RI�WKH�LQGLYLGXDO�WR�PRELOL]HWKHVH�UHVRXUFHV��6RFLDO�FDSLWDO�LV�D�UHVXOW�RI�WKH�LQYHVWPHQW�LQ�VRFLDO�UHODWLRQV�RYHU�WKH\HDUV��ERWK�FRQVFLRXV�DQG�XQLQWHQGHG��RI�WKH�LQGLYLGXDO�DQG�LWV�IDPLO\��&XOWXUDO�FDSLWDORQ�WKH�RWKHU�KDQG�ZRXOG�HQFRPSDVV�KXPDQ�FDSLWDO�DQG�HGXFDWLRQ��FXOWXUH�DV�ZHOO�DVHDUO\� VRFLDOL]DWLRQ�� %RWK� WKH� VRFLDO� DQG� FXOWXUDO� FDSLWDO� RI� D� FKLOG¶V� IDPLO\� DUHLPSRUWDQW�� DOEHLW� RIWHQ� GLVJXLVHG�� GHWHUPLQDQWV� RI� WKH� UHWXUQV� RI� LQYHVWPHQW� LQHGXFDWLRQ�� 7KH\� VKDSH� D� \RXQJ� FKLOG¶V� FRJQLWLYH� DQG� VRFLDO� GHYHORSPHQW�� DQG� ZLOOLQIOXHQFH� WKH� GHFLVLRQV� RI� D� FKLOG¶V� SDUHQWV� UHJDUGLQJ� OHQJWK� DQG� TXDOLW\� RI� LWVHGXFDWLRQ�
/RXU\� ZDV� RQH� RI� WKH� ILUVW� SULQFLSDO� DXWKRUV� WR� LQWURGXFH� VRFLDO� FDSLWDO� LQWR� WKHHFRQRPLFV� RI� HGXFDWLRQ� �/RXU\�� ������ ������� +H� VKRZV� KRZ� GLIIHUHQFHV� LQVRFLRHFRQRPLF� EDFNJURXQG� �WKURXJK� VRFLDO� VWUDWLILFDWLRQ�� UDFLDO� VHJUHJDWLRQ� LQQHLJKERUKRRGV��GLIIHUHQFHV�LQ�SDUHQWDO�HGXFDWLRQ�DQG�LQFRPH��GHWHUPLQH�WKH�HYHQWXDOHGXFDWLRQ� WKDW� DQ� LQGLYLGXDO� ZLOO� UHFHLYH�� ,QGLYLGXDOV� ZLWK� RWKHUZLVH� HTXDO� LQLWLDODELOLWLHV�EXW�OLYLQJ�LQ�GLIIHUHQW�VRFLDO�FRQWH[WV�FDQ�HQG�XS�FKRRVLQJ�HQWLUHO\�GLIIHUHQWHGXFDWLRQDO�FDUHHUV�
&ROHPDQ�SRSXODUL]HG�WKH�FRQFHSW�RI�VRFLDO�FDSLWDO�ZLWK�KLV������DUWLFOH�RQ�WKH�UROH�RIVRFLDO� FDSLWDO� LQ� WKH� FUHDWLRQ� RI� KXPDQ� FDSLWDO� �&ROHPDQ�� ������� 2Q� WKH� RQH� KDQG�&ROHPDQ�HPSKDVL]HV�WKH�LPSRUWDQFH�RI�UHODWLRQV�EHWZHHQ�WKH�SDUHQWV�DQG�WKH�FKLOG�IRUFKLOG�RXWFRPHV��$�FKLOG¶V�VRFLDO�FDSLWDO�JLYHV� LW�DFFHVV� WR� LWV�SDUHQW¶V�KXPDQ�FDSLWDOVXFK� DV� NQRZOHGJH�� D� KRPH� HQYLURQPHQW� FRQGXFLYH� WR� OHDUQLQJ�� DQG� HDUO\VRFLDOL]DWLRQ��7KLV� LV�GHSHQGHQW�RQ�SDUHQWV¶�SK\VLFDO�SUHVHQFH�DQG� WKH�DWWHQWLRQ� WKH\JLYH�WR�WKH�FKLOG��6HFRQG��D�FKLOG�EHQHILWV�IURP�VRFLDO�FDSLWDO�EH\RQG�WKH�IDPLO\�� WKHUHODWLRQV� RI� SDUHQWV� ZLWK� RWKHU� FRPPXQLW\� PHPEHUV� DQG� WKH� LQVWLWXWLRQV� LQ� WKHFRPPXQLW\�� +H� LQWURGXFHV� WKH� FORVXUH� RI� VRFLDO� QHWZRUNV� WKDW� ZRXOG� EH� HVSHFLDOO\FRQGXFLYH� WR� WKH� H[LVWHQFH� RI� QRUPV�� ,QWHUJHQHUDWLRQDO� FORVXUH�� ZLWK� OLQNV� DPRQJSDUHQWV�RI�WKH�FKLOGUHQ�LQ�VFKRRO��KHOSV�VXSHUYLVLRQ�DQG�FRQWURO�RI�WKH�FKLOGUHQ�DQG�LVDUJXHG� WR� LPSURYH� VFKRRO�RXWFRPHV� �&ROHPDQ��������� �&ROHPDQ�RSHUDWLRQDOL]HV� WKHFRQFHSW�LQ�KLV�DQDO\VLV�RI�KLJK�VFKRRO�GURS�RXW���
� +RZHYHU��DV�3RUWHV��������QRWHV��ZH�VKRXOG�PDNH�DQ�H[SOLFLW�GLVWLQFWLRQ�EHWZHHQ�SRVLWLYH�DQGQHJDWLYH�FRQVHTXHQFHV�RI�VRFLDO�FDSLWDO�RU�VWURQJ�VRFLDO�QHWZRUNV��1HJDWLYH�FRQVHTXHQFHV�FRXOG�VWHPIURP�H[FOXVLRQ��H[FHVV�FODLPV�RQ�PHPEHUV��UHVWULFWLRQ�RQ�LQGLYLGXDO�IUHHGRP�EHFDXVH�RI�GHPDQGV�IRUFRQIRUPLW\�DQG�WKH�GLOHPPD�EHWZHHQ�FRPPXQLW\�VROLGDULW\�DQG�LQGLYLGXDO�IUHHGRP��DQG�GRZQ�OHYHOOLQJ�QRUPV�
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��� 6RFLDO�FDSLWDO�DQG�FKLOG�RXWFRPHV
5HFHQW� WKHRUHWLFDO� DQG� HPSLULFDO� UHVHDUFK� RQ� WKH� LPSDFW� RI� VRFLDO� FDSLWDO� RQ� FKLOGRXWFRPHV�VXSSRUW� WKHVH�HDUO\� WKHRULHV� �+DUSKDP��������:LQWHU��������7KH�H[WHQW� WRZKLFK� GDLO\� FDUHJLYHUV� FDQ� GUDZ� RQ� UHVRXUFHV� VXFK� DV� FKLOG� FDUH�� WHPSRUDU\� ORDQV�DGYLFH� DERXW� FKLOG� UHDULQJ� DQG� HPRWLRQDO� VXSSRUW�� DIIHFW� WKHLU� DELOLW\� WR� FUHDWH� DVDWLVI\LQJ�HQYLURQPHQW�IRU�WKHPVHOYHV�DQG�WKHLU�FKLOGUHQ�
,Q� JHQHUDO�� WKH� UHVHDUFK� RQ� VRFLDO� FDSLWDO� DQG� HGXFDWLRQ� KDV� IRFXVHG�PDLQO\� RQ� WKHLQGLYLGXDO� LPSDFW�RI�VRFLDO�FDSLWDO�� ,Q� WKLV� UHVSHFW�� WKH�DQDO\VLV�RI�6QLMGHUV� ������� LVZRUWK� PHQWLRQLQJ�� 6QLMGHUV� GLVWLQJXLVKHV� IRXU� HOHPHQWV� RI� VRFLDO� FDSLWDO�� HDFK� RIFUXFLDO�LPSRUWDQFH�WR�WKH�LQGLYLGXDO��7KHVH�DUH�D� WKH�QXPEHU�RI� UHODWLRQV�RQH�KDV�� WKDW� LV�� WKH� VL]H�RI�RQH¶V�QHWZRUN� �H�J�� WKURXJKIDPLO\��ZRUN��VFKRRO��YROXQWDU\�RUJDQL]DWLRQV��E� WKH�UHVRXUFHV�WKDW�WKHVH�VRFLDO�UHODWLRQV�SRVVHVV�VXFK�DV�LQIRUPDWLRQ��WLPH��PRQH\�IULHQGVKLS�F� WKH�ZLOOLQJQHVV�RI�WKH�UHODWLRQV�WR�SURYLGH�\RX�ZLWK�WKHVH�UHVRXUFHV��ZKLFK�LQ�WXUQFRXOG�EDVHG�RQ�WUXVW�ZLWKLQ�WKH�JURXS�RU�QRUPV�RI�EHKDYLRU���DQGG� WKH� VWUXFWXUH� RI� WKH� QHWZRUN� �FORVHG� YHUVXV� RSHQ� QHWZRUNV�� VWURQJ� YHUVXV� ZHDNWLHV��$SSO\LQJ� WKLV�SHUVSHFWLYH� WR� IRU� H[DPSOH� WKH� µODFN�RI� D� FKLOG¶V� VRFLDO� FDSLWDO¶�ZKHQSDUHQWV� GR� QRW� RIIHU� VXIILFLHQW� OHDUQLQJ� VWLPXOL� WR� WKHLU� FKLOG� JLYHV� D�PRUH� GHWDLOHGLQYHVWLJDWLRQ�RI�ZKDW�LV�ODFNLQJ��,W�FRXOG�EH�D�ODFN�RI��WKH�QXPEHU�RI��VRFLDO�UHODWLRQVLI�RQH�RU�ERWK�RI�WKH�SDUHQWV�KDYH�OHIW�WKH�IDPLO\��,W�FRXOG�EH�D�ODFN�LQ�UHVRXUFHV�LQ�WKHFKLOG¶V� QHWZRUN� LI� LWV� SDUHQWV� GR� QRW� KDYH� VXIILFLHQW� NQRZOHGJH� UHJDUGLQJ� FRJQLWLYHGHYHORSPHQW�IRU�H[DPSOH��2U�HOVH��LW�FRXOG�EH�UHODWHG�WR�WKH�VWUXFWXUH�RI�WKH�QHWZRUN�LIWKH�FKLOG�KDV�PDQ\�VLEOLQJV�ZLWK�ZKRP�WR�VKDUH�LWV�SDUHQWV¶�DWWHQWLRQ�
)XUVWHQEHUJ�DQG�+XJKHV� �������SURYLGH�D� ORQJLWXGLQDO�DQDO\VLV�RI� WKH� UROH�RI� VRFLDOFDSLWDO� LQ� WKH� VXFFHVVIXO� GHYHORSPHQW� DPRQJ� DW�ULVN� \RXWK�� 7KHLU� VRFLDO� FDSLWDOPHDVXUH�FRQVLVWV�ERWK�RI�ZLWKLQ�IDPLO\�LQGLFDWRUV��H�J��SUHVHQFH�DQG�DWWHQWLRQ�RI�ERWKSDUHQWV�� VLEOLQJV�� HQFRXUDJHPHQW�� DQG� IDPLO\�FRPPXQLW\� OLQNV� �H�J�� UHOLJLRXVLQYROYHPHQW�� VFKRRO� TXDOLW\�� QXPEHU� DQG� DWWLWXGHV� RI� IULHQGV��� 7KH� DXWKRUV� ILQGVXEVWDQWLDO� HYLGHQFH� IRU� WKH� UHODWLRQVKLS� EHWZHHQ� VRFLDO� FDSLWDO� LQGLFDWRUV� DQGHGXFDWLRQDO�DQG�VRFLRHFRQRPLF�RXWFRPHV��8VLQJ�HYLGHQFH�IURP�WKH�8QLWHG�.LQJGRP�-DFN�DQG�-RUGDQ��������DUJXH�WKDW�FKLOG�ZHOIDUH�DQG�IDPLO\�IXQFWLRQLQJ�DUH�FUXFLDOO\GHSHQGHQW�XSRQ�WKH�VRFLDO�VXSSRUW�DYDLODEOH�ZLWKLQ�FRPPXQLWLHV��$FFRUGLQJ�WR�WKHP�LQ�RUGHU�WR�SURPRWH�FKLOG�ZHOIDUH�LW�ZRXOG�EH�PRUH�HIIHFWLYH�WR�EXLOG�VRFLDO�FDSLWDO�LQSRRU� FRPPXQLWLHV� WKDQ� WR� LQFUHDVH� IRUPDO� FKLOG� SURWHFWLRQ�� IDPLO\� VXSSRUW� VHUYLFHV�DQG�SDUHQWLQJ�VNLOOV�WUDLQLQJ�
,QWHUHVWLQJ�LQ�WKLV�UHVSHFW�LV�DOVR�1DUD\DQ¶V�GLVWLQFWLRQ�EHWZHHQ�ERQGLQJ�DQG�EULGJLQJVRFLDO�FDSLWDO��1DUD\DQ���������:KHUHDV�WKH�IRUPHU�GHQRWHV�WKH�VRFLDO�UHODWLRQV�DPRQJRQH¶V� RZQ� VRFLDO� JURXS�� WKH� ODWWHU� UHIHUV� WR� UHODWLRQVKLSV� WKDW� FURVV� VRFLDO� OLQHV� DQGUHDFK�RXW�WR�RWKHU�VHJPHQWV�RI�VRFLHW\��(YHQ�WKH�PRVW�PDUJLQDOL]HG�JURXSV�LQ�VRFLHW\RIWHQ�KDYH�DFFHVV�WR�ERQGLQJ�VRFLDO�FDSLWDO��7KLV�LV�LPSRUWDQW�LQ�WKDW�LW�KHOSV�SHRSOH�WRJHW�E\�LQ�GDLO\�OLIH��IRU�H[DPSOH�ZKHQ�WKH\�UHFHLYH�KHOS�LQ�FKLOGFDUH��%XW�WKH�UHVRXUFHVDQG�LQIRUPDWLRQ�FRQWDLQHG�LQ�ERQGLQJ�OLQNV�PLJKW�EH�OLPLWHG��:LWKRXW�EULGJLQJ�OLQNV�
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WKH�PRVW�GLVDGYDQWDJHG�JURXSV�ZLOO�ILQG�LW�YHU\�GLIILFXOW�WR�VWHS�RXW�RI�WKHLU�VLWXDWLRQDQG�VXEVWDQWLDOO\�LPSURYH�WKHLU�ZHOO�EHLQJ�
,I�WKH�UROH�RI�VRFLDO�FDSLWDO�RQ�HGXFDWLRQDO�RXWFRPHV�LV�VR�LPSRUWDQW��ZH�ZRXOG�H[SHFWVRFLDO� FDSLWDO� WR� SOD\� D� VLJQLILFDQW� UROH� LQ� HDUO\� FKLOGKRRG� GHYHORSPHQW� DV� ZHOO�,QGHHG�� WKH�OLWWOH�HYLGHQFH�WKDW� LV�DYDLODEOH� LV�SURPLVLQJ��)RU�H[DPSOH��5XQ\DQ�HW�DO�������� ILQG� WKDW� \RXQJ� DQG� YXOQHUDEOH� FKLOGUHQ� EHQHILW� IURP� WKHLU� SDUHQWV¶� VRFLDOFDSLWDO� MXVW�DV� WKH\�EHQHILW�IURP�SDUHQWV¶�ILQDQFLDO�RU�KXPDQ�FDSLWDO��)DFWRUV�VXFK�DVFKXUFK� DIILOLDWLRQ� DQG� VXSSRUW� ZLWKLQ� WKH� QHLJKERUKRRG� ZHUH� DEOH� WR� VLJQLILFDQWO\GLVFULPLQDWH� EHWZHHQ� ORZ� DQG� KLJK� OHYHOV� RI� FKLOG� ZHOO� EHLQJ� DPRQJ� KLJK�ULVNSUHVFKRRO�FKLOGUHQ�LQ�WKH�8QLWHG�6WDWHV��6R�IDU�KRZHYHU��TXDQWLWDWLYH�UHVHDUFK�RQ�WKHUHODWLRQ�EHWZHHQ�VRFLDO�FDSLWDO�DQG�\RXQJ�FKLOGUHQ¶V�ZHOO�EHLQJ�KDV�EHHQ�OLPLWHG�
+\SRWKHVHV,Q� OLQH�ZLWK� WKH� DERYH��ZH�ZRXOG� H[SHFW� WKDW� SDUWLFLSDWLRQ� LQ� WKH�0DKLOD� 6DPDNK\DSURJUDPPH�HQKDQFHV�FKLOG�RXWFRPHV�EHFDXVH�SDUHQWV�JDLQ�DFFHVV�WR�EHWWHU�NQRZOHGJHDERXW�KHDOWK�DQG�HGXFDWLRQ��7KH\�HQODUJH�WKHLU�VRFLDO�QHWZRUNV�WR�WKH�H[WHQW�WKDW�WKH\JHW� WR� NQRZ� WKH� RWKHU� SDUWLFLSDQWV� DQG� WKH� RIILFHUV� RI� WKH� 06� SURJUDPPH�� 7KHLQIRUPDWLRQ�UHVLGLQJ�LQ�WKLV�QHWZRUN�EHFRPHV�DYDLODEOH�WR�WKHP��7KXV��WKH�UHSRUW�ZLOOVWXG\� WKH� UHODWLRQ� EHWZHHQ� SDUWLFLSDWLRQ� LQ� WKH� 0DKLOD� 6DPDNK\D� SURJUDPPH� DQGHGXFDWLRQ�DQG�KHDOWK�RXWFRPHV�
0RUHRYHU�� VLQFH� QRQ�SDUWLFLSDQWV� OLYH� LQ� WKH� VDPH� YLOODJH� DV�06�PHPEHUV� DQG� DUHOLNHO\�WR�NQRZ�VRPH�SDUWLFLSDQWV��RU�NQRZ�SHRSOH�WKDW�NQRZ�SDUWLFLSDQWV��� WKH�VRFLDOFDSLWDO� OLWHUDWXUH� VXJJHVWV� WKDW� WKLV� LQIRUPDWLRQ� PLJKW� WUDYHO� WKURXJK� WKHLU� VRFLDOQHWZRUNV�DQG�UHDFK�RWKHU�FRPPXQLW\�PHPEHUV�DV�ZHOO�� ,Q�RWKHU�ZRUGV��ZH�ZLOO�DOVRORRN� IRU� D� FKDQJH� LQ� FKLOG� RXWFRPHV� DPRQJ� QRQ�SDUWLFLSDQW� KRXVHKROGV� OLYLQJ� LQSURJUDPPH�YLOODJHV�
��� 6RFLDO�FDSLWDO�DQG�FRPPXQLW\�HQJDJHPHQW
$W� WKH� FRPPXQLW\� OHYHO�� VRFLDO� FDSLWDO� UHVLGHV� LQ� VRFLDO� UHODWLRQV� DQG� LQVWLWXWLRQV�9DOXHV�� QRUPV� RI� EHKDYLRU� VXFK� DV� IDLUQHVV� RU� UHFLSURFLW\�� DQG� WUXVW� LQ� ERWK� RWKHUFRPPXQLW\� PHPEHUV� DQG� LQ� VWUDQJHUV� MRLQWO\� GHWHUPLQH� WKH� VRFLDO� DQG� HFRQRPLFGHYHORSPHQW�RI�YLOODJHV�DQG�VRFLHWLHV�
7KH�PDLQ�RXWFRPH�RI�VRFLDO�FDSLWDO�DW� WKH�FRPPXQLW\� OHYHO� LV�HQKDQFHG�FRRSHUDWLRQDQG�LQFUHDVHG�SURSHQVLW\�WR�HQJDJH�LQ�FROOHFWLYH�DFWLRQ��2VWURP��������������SURYLGHVFRQYLQFLQJ�HYLGHQFH�RQ�WKH�LPSRUWDQFH�RI�FRPPXQLW\�LQYROYHPHQW�LQ�WKH�GHOLYHU\�RISURMHFWV�IRU�VXEVHTXHQW�RXWFRPHV�DW�WKH�YLOODJH�OHYHO��7UXVW�DPRQJ�WKH�SDUWLFLSDQWV�LQD� SURMHFW�� DV� ZHOO� DV� VKDULQJ� RI� FHUWDLQ� QRUPV�� IDFLOLWDWH� SURMHFW� GHOLYHU\� DQGVXVWDLQDELOLW\�� 0RUHRYHU�� VWURQJ� VRFLDO� WLHV� IDFLOLWDWH� PRQLWRULQJ� DQG� VDQFWLRQLQJ� LISHRSOH� GR� QRW� DGHTXDWHO\� FRQWULEXWH� WR� WKH� SURMHFW�� /LNHZLVH�� .ULVKQD� DQG� 8SKRIIVWXG\�FRPPXQLW\�FRRSHUDWLRQ�LQ�WKH�PDQDJHPHQW�RI�ZDWHUVKHG�SURMHFWV�LQ�QRUWK�ZHVW,QGLD� �8SKRII�� ������.ULVKQD� DQG�8SKRII�� �������7KH\� ILQG� WKDW� DQ� LQGH[� RI� VRFLDOFDSLWDO� YDULDEOHV� LV� SRVLWLYHO\� DQG� FRQVLVWHQWO\� UHODWHG� WR� VXSHULRU� GHYHORSPHQWRXWFRPHV�ERWK� LQ�ZDWHUVKHG� FRQVHUYDWLRQ� DQG� LQ� FRRSHUDWLYH� GHYHORSPHQW� DFWLYLWLHVPRUH�JHQHUDOO\�
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,Q�D�VLPLODU�YHLQ�VRFLDO�FDSLWDO�FDQ�LQFUHDVH�FRPPXQLW\�SDUWLFLSDWLRQ�LQ�WKH�GHOLYHU\�RISUHVFKRRO�DQG�SULPDU\�VFKRRO�HGXFDWLRQ��3DUHQWDO�LQYROYHPHQW�LQ�VFKRRO�DFWLYLWLHV�DQGVFKRRO�PDQDJHPHQW� LV�IRXQG�WR�KDYH�VXEVWDQWLDO� LPSDFW�RQ�ERWK�VFKRRO�SHUIRUPDQFHDQG�FKLOG� RXWFRPHV��$�PXOWL�FRXQWU\� VWXG\� RQ�/DWLQ�$PHULFD� �:LOOPV� DQG�6RPHUV������ VKRZV�KRZ�FKLOGUHQ¶V�DFKLHYHPHQW�LQ�WKH�ILUVW�WKUHH�JUDGHV�RI�SULPDU\�VFKRRO�LVVLJQLILFDQWO\� UHODWHG� WR� SDUHQWDO� LQYROYHPHQW� LQ� VFKRRO� DFWLYLWLHV�� 0RUHRYHU�� WKHDXWKRUV� DOVR� ILQG� WKDW� DOO� SXSLOV� GR� EHWWHU� LI� WKHUH� LV� D� KLJK� OHYHO� RI� SDUHQWDOLQYROYHPHQW� LQ� WKH� VFKRRO�� HYHQ� LI� WKHLU� RZQ� SDUHQWV� GR� QRW� DFWLYHO\� SDUWLFLSDWH��$:RUOG�%DQN� VWXG\� RQ� WKH� LPSDFW� RI� FRPPXQLW\� LQYROYHPHQW� LQ� ��� ODUJH� HGXFDWLRQSURMHFWV� SURYLGHV� DGGLWLRQDO� HYLGHQFH� RQ� WKH� UROH� RI� FRPPXQLW\� SDUWLFLSDWLRQ� LQLPSURYLQJ�HGXFDWLRQDO�RXWFRPHV��8HPXUD��������
,Q�OLQH�ZLWK�WKLV��%UDDW]�DQG�3XWQDP��������IRFXV�RQ�WKH�HGXFDWLRQDO�FRQVHTXHQFHV�LQWKH�8QLWHG� 6WDWHV� ERWK� RI� SDUHQWV¶� LQYROYHPHQW� LQ� HGXFDWLRQ� �GLUHFW� SDUWLFLSDWLRQ� LQVFKRRO�JRYHUQDQFH�DV�ZHOO�DV�SDUWLFLSDWLRQ�LQ�VFKRRO�FRPPXQLW\�FROODERUDWLYH�HIIRUWV�DQG�RI�ZLGHU�FRPPXQLW\�QHWZRUNV�RI�FLYLF�HQJDJHPHQW��7KH\�ILQG�WKDW�DQ�LQFUHDVH�LQVRFLDO� FDSLWDO� �PHDVXUHG� DV� WUXVW�� DVVRFLDWLRQDO� DFWLYLW\�� WKH� QXPEHU� RI� 1*2V�� DQGYRWHU� WXUQRXW�� LV� VLJQLILFDQWO\� UHODWHG� WR� WKH� H[SHFWHG� LQFUHDVH� LQ� HGXFDWLRQDOSHUIRUPDQFH�
+\SRWKHVHV7KLV� UHSRUW� ZLOO� DOVR� FRQVLGHU� FRPPXQLW\� VRFLDO� FDSLWDO� DV� D� IDFWRU� LQ� FKLOGGHYHORSPHQW�� 7KH�0DKLOD� 6DPDNK\D� SURJUDPPH� VWLPXODWHV� FROOHFWLYH� DFWLRQ� RI� LWVPHPEHUV� WR� VHW� XS� FRPPXQLW\� SURMHFWV�� $� QXPEHU� RI� WKHVH� SURMHFWV� DIIHFW� \RXQJFKLOGUHQ��LQ�SDUWLFXODU�WKH�FRQVWUXFWLRQ�DQG�PDQDJHPHQW�RI�SUHVFKRROV��2WKHU�DFWLYLWLHVDUH� OHVV� WDQJLEOH�� VXFK� DV� WKH� FDPSDLJQV� WR� LQFUHDVH� LPPXQL]DWLRQ� FRYHUDJH� RULQFUHDVH�SULPDU\�VFKRRO�HQUROPHQW�
3DUWLFLSDQWV� LQ� WKH�06� SURJUDPPH� DUH� H[SHFWHG� WR� FRQWULEXWH�PRUH� RIWHQ� WR� VFKRRODFWLYLWLHV�DQG�FRPPXQLW\�SURMHFWV��)LUVW�RI�DOO��WKH�UHSRUW�ZLOO�LQYHVWLJDWH�ZKHWKHU�WKLVK\SRWKHVLV�KROGV��,I�VR��D�UHODWHG�TXHVWLRQ�FRQFHUQV�ZKHWKHU�WKLV�HIIHFW�DOVR�H[WHQGV�WRQRQ�SDUWLFLSDQWV�� 7KDW� LV�� GRHV� DQ� LQFUHDVH� LQ� VRFLDO� FDSLWDO� ZLWKLQ� D� VSHFLILF� JURXSDOVR� LQFUHDVH� WKH� SURSHQVLW\� WR� HQJDJH� LQ� FROOHFWLYH� DFWLRQ� DPRQJ� RWKHU� FRPPXQLW\PHPEHUV"
,GHDOO\�� ZH� ZRXOG� KDYH� XVHG� LQGLFDWRUV� WKDW� GLUHFWO\� PHDVXUH� GHYHORSPHQWDORXWFRPHV�� VXFK� DV� FRJQLWLYH� DQG� VRFLR�HPRWLRQDO� GHYHORSPHQW�� +RZHYHU�� WKHVHLQGLFDWRUV�DUH�QRW�DYDLODEOH��7KHUHIRUH��ZH�ZLOO�XVH�SUHVFKRRO�HQUROPHQW�DV�D�SUR[\�IRUFRJQLWLYH�HDUO\�FKLOG�GHYHORSPHQW�
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�� 'HVFULSWLRQ�RI�WKH�SURJUDPPH
��� +LVWRU\�RI�WKH�0DKLOD�6DPDNK\D�SURJUDPPH
7KH�*RYHUQPHQW� RI� ,QGLD� ODXQFKHG� WKH�0DKLOD� 6DPDNK\D� SURJUDPPH� LQ� ����� DV� DSLORW� LQ� SXUVXDQFH� RI� LWV� 1HZ� 3ROLF\� RI� (GXFDWLRQ�� 7KH� PDLQ� REMHFWLYH� RI� 0DKLOD6DPDNK\D��OLWHUDOO\�µZRPHQ�LQWHUDFWLQJ�DV�HTXDOV¶��LV�WR�HGXFDWH�DQG�HPSRZHU�ZRPHQLQ�UXUDO�DUHDV��HVSHFLDOO\�ZRPHQ�IURP�VRFLDOO\�DQG�HFRQRPLFDOO\�PDUJLQDOL]HG�JURXSVVXFK�DV�ZRPHQ�EHORQJLQJ�WR�6FKHGXOHG�&DVWHV��7KH�SURJUDPPH�LV�FXUUHQWO\�DFWLYH�LQQLQH� VWDWHV�� 7KH� QDWLRQDO�'HSDUWPHQW� RI� (GXFDWLRQ� RUJDQL]HV� WKH�0DKLOD� 6DPDNK\DSURJUDPPH�DW� WKH�QDWLRQDO� OHYHO��$W� WKH� VWDWH� OHYHOV�� WKH�SURJUDPPH� LV� LPSOHPHQWHGWKURXJK�DXWRQRPRXV�0DKLOD�6DPDNK\D�6RFLHWLHV�
7KH�0DKLOD�6DPDNK\D�SURJUDPPH�ZDV�LQWURGXFHG�LQ�WKH�VWDWH�RI�%LKDU� LQ������DV�DFRPSRQHQW� RI� WKH�8QLFHI�VSRQVRUHG�%LKDU� (GXFDWLRQ� 3URMHFW� �%(3���� ,W� VWDUWHG� LQ� DIHZ�GLVWULFWV�DQG�ZDV�VRRQ�H[WHQGHG�GXH�WR�LWV�VXFFHVV��,Q�0DUFK������WKH�SURJUDPPHZDV� DFWLYH� LQ���RXW� RI� WKH���� GLVWULFWV� RI�%LKDU�� �����ZRPHQ¶V� JURXSV�ZHUH� DFWLYH�FRYHULQJ��������ZRPHQ�
,QLWLDOO\�� WKH�SURJUDPPH� LQ�%LKDU� DLPHG�SDUWLFXODUO\� DW� HGXFDWLRQDO� LQWHUYHQWLRQV�� WRHQDEOH�JUHDWHU�DFFHVV�WR�HGXFDWLRQ�DQG�WR�VWUHQJWKHQ�ZRPHQ¶V�FDSDFLW\�WR�HIIHFWLYHO\SDUWLFLSDWH� LQ� HGXFDWLRQ� SURFHVVHV� DW� WKH� YLOODJH� OHYHO�� 7KH� SDUWLFLSDWLQJ� ZRPHQREWDLQHG�OLWHUDF\�DQG�QXPHUDF\�VNLOOV�DQG�VRXJKW�WR�HQVXUH�HGXFDWLRQDO�RSSRUWXQLWLHVIRU�WKHLU�FKLOGUHQ��HVSHFLDOO\�JLUOV��7KH\�ZHUH�VWLPXODWHG�WR�EHFRPH�DFWLYH�PHPEHUV�RI9LOODJH� (GXFDWLRQ� &RPPLWWHHV� �9(&V�� DQG� 3DUHQW� 7HDFKHU� $VVRFLDWLRQV� �37$V��$OVR��WKH�SURJUDPPH�VXSSRUWV�ZRPHQ�WR�VHW�XS�HGXFDWLRQDO�FHQWHUV�IRU�WHHQDJHG�JLUOVDQG�SUHVFKRRO�FKLOGUHQ��2YHU�WLPH�WKH�ZRPHQ�JURXSV�KDYH�WDNHQ�DGGLWLRQDO�LQLWLDWLYHVWR�DGGUHVV�D�ZLGH�UDQJH�RI�LVVXHV��UDQJLQJ�IURP�PHHWLQJ�GDLO\�PLQLPXP�QHHGV�WKURXJKVDYLQJV�DQG�FUHGLW�JURXSV�RU� LQFRPH�JHQHUDWLQJ�DFWLYLWLHV��JDLQLQJ� FRQWURO�RYHU� WKHLUKHDOWK��HQWHULQJ�ORFDO�SROLWLFV��LPSURYLQJ�YLOODJH�OHYHO�LQIUDVWUXFWXUH��VHWWOLQJV�FRQIOLFWVLQ�WKH�YLOODJH��WR�FDPSDLJQLQJ�DJDLQVW�FKLOG�PDUULDJH��0DKLOD�6DPDNK\D��������
��� &RQWH[W��0DKLOD�6DPDNK\D�LQ�%LKDU
%LKDU�LV�VLWXDWHG�LQ�WKH�QRUWKHDVWHUQ�SDUW�RI�,QGLD�RQ�WKH�SODLQV�RI�WKH�*DQJD��,W�LV�RQHRI� WKH� SRRUHVW� VWDWHV� RI� ,QGLD� ZLWK� WKH� ORZHVW� VRFLRHFRQRPLF� LQGLFDWRUV�� %LKDU� LV� DSUHGRPLQDQWO\� UXUDO� VWDWH�ZLWK� D� ODUJH� DQG� UDSLGO\�JURZLQJ�SRSXODWLRQ�RI� DOPRVW� ��PLOOLRQ� SHRSOH�� 7KH� SHUFHQWDJH� XUEDQ� SRSXODWLRQ� LV� D�PHUH� ������ FRPSDUHG� WR� WKHQDWLRQDO� DYHUDJH�RI�������� ,WV� SRSXODWLRQ�GHQVLW\� LV� UHODWLYHO\�KLJK� ����� SHRSOH� SHUVTXDUH�NLORPHWHU�FRPSDUHG�WR�DQ�DYHUDJH�GHQVLW\�RI������DQG�LWV�SRSXODWLRQ�FRQWLQXHGWR�JURZ�ZLWK�����RYHU�WKH�ODVW�GHFDGH������RI�WKH�SRSXODWLRQ�LV�LQ�WKH�DJH�JURXS�RI��WR���\HDUV��,QGLD�&HQVXV�2IILFH������D������E��
6RFLHW\�LQ�%LKDU�LV�DJUDULDQ�DQG�VWLOO�ODUJHO\�IHXGDO��$OWKRXJK�WKH�=DPLQGDUL�V\VWHP�RIODQGORUGV�DQG�ERQGHG�ODERU�GRHV�QRW�RIILFLDOO\�H[LVW�DQ\PRUH��PRVW� ODQGOHVV� ODERUHUVOLYH� XQGHU� H[WUHPH� KDUVK� FLUFXPVWDQFHV�� 6RFLHW\� LV� YHU\� FDVWH� FRQVFLRXV� ZLWK� WKHORZHU� FDVWHV� IDFLQJ� LQQXPHUDEOH� VRFLDO� DQG� HFRQRPLF� GHSULYDWLRQV�� *HQGHUGLVFULPLQDWLRQ�LV�ODUJH��0DKLOD�6DPDNK\D��������
� ,W�LV�FXUUHQWO\��DOVR��SDUW�RI�WKH�:RUOG�%DQN�VSRQVRUHG�7KLUG�'LVWULFW�3ULPDU\�(GXFDWLRQ�3URMHFW�LQ%LKDU�
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7KH� H[WUHPH� VRFLDO� VWUDWLILFDWLRQ� UHVXOWV� LQ� VHYHUH� GLVDGYDQWDJH� LQ� SULPDU\� VFKRRODFFHVV�DQG� OHDUQLQJ� IRU�JLUOV�DQG�FKLOGUHQ� IURP� WKH� ORZHVW�FDVWHV��(QUROPHQW� LV� ORZ�GURS� RXW� DQG� UHWHQWLRQUDWHV� DUH� KLJK� DQGOHDUQLQJ� DFKLHYHPHQWRI� WKRVH� FRPSOHWLQJSULPDU\� VFKRRO� LV� YHU\ORZ� �:RUOG� %DQN��������7KLV�OHDGV�WR�WKHORZHVW�OLWHUDF\�OHYHOV�RIWKH� HQWLUH� FRXQWU\�� 7KHRYHUDOO� OLWHUDF\� UDWH� LQ%LKDU� LV� RQO\� �����FRPSDUHG� WR� WKHQDWLRQDO� OLWHUDF\�UDWH�RI������ �,QGLD� &HQVXV2IILFH������D���'HVHJUHJDWLRQ�E\�JHQGHU�VKRZV�WKDW�������RI�WKH�PDOH�SRSXODWLRQ�LQ%LKDU�FDQ�UHDG�DQG�ZULWH��EXW�RQO\�������RI� WKH� IHPDOH�SRSXODWLRQ��VHH�)LJXUH������7KLV�LV�DQ�DODUPLQJO\�ORZ�SHUFHQWDJH�
7KH�SRRU�VRFLDO�FRQGLWLRQV�LQ�%LKDU�DUH�DFFRPSDQLHG�E\�VHYHUH�PDWHULDO�SRYHUW\�IRU�DPDMRULW\� RI� WKH� SRSXODWLRQ�� $OPRVW� WZR� WKLUGV� RI� DOO� SHRSOH�� ����� OLYHG� EHORZ� WKHSRYHUW\�OLQH�RI�86���SHU�GD\�LQ������������7KLV�LV�D�YHU\�ODUJH�SURSRUWLRQ�FRPSDUHGWR�WKH�QDWLRQDO�DYHUDJH�RI������7KLV�VLWXDWLRQ�RI�H[WUHPH�SRYHUW\�IRUFHV�PDQ\�RI�WKHLPSRYHULVKHG�SHDVDQWV�WR�OLYH�IURP�VXEVLVWHQFH�DJULFXOWXUH��)DPLOLHV�PLJUDWH�HQ�PDVVHIRU�VHDVRQDO�ZRUN�DW�WKH�EULFN�NLOQV�DQG�LQ�WKH�ILHOGV��7KH�\HDUO\�IORRGV�LQ�WKH�QRUWKHUQGLVWULFWV� RI� WKH� VWDWH� LQFUHDVH� WKHVH� PLJUDWLRQ� SDWWHUQV�� 6RFLDO� VHUYLFHV� DQGLQIUDVWUXFWXUH� IRU� FRPPXQLFDWLRQ� DQG� WUDQVSRUW� DUH� LQ� VLPLODU� QHHG� RI� LPSURYHPHQW�0DKLOD�6DPDNK\D��������
1HHGOHVV� WR� VD\�� LQ� DQ� HQYLURQPHQW� RI� VXFK� GHSULYDWLRQ� DQG� VRFLDO� VHJUHJDWLRQ�� WKHSRVLWLRQ� RI� WKH� UXUDO� SRRU�� LQ� SDUWLFXODU� RI� ZRPHQ�� LV� H[WUHPHO\� GLIILFXOW�� 7KLVXQGHUVFRUHV� WKH� LPSRUWDQFH� DQG� SRWHQWLDO� VFRSH� RI� FROOHFWLYH� DFWLRQ� WR� LPSURYHIDPLOLHV¶�OLYLQJ�FRQGLWLRQV�LQ�%LKDU��,W�DOVR�JLYHV�DQ�LPSUHVVLRQ�RI�WKH�PDQ\�REVWDFOHVIDFHG�ZKHQ�WU\LQJ�WR�RUJDQL]H�FROOHFWLYH�DFWLRQ�DW�DOO�
��� 2EMHFWLYHV�DQG�PHWKRGV�RI�0DKLOD�6DPDNK\D
7KH�FHQWUDO�FRPSRQHQW�RI�WKH�0DKLOD�6DPDNK\D�SURJUDPPH�LV�WKH�µPDKLOD�VDPRRK¶�WKH�ZRPHQ¶V�FROOHFWLYH��8VXDOO\�D� IHZ� WLPHV�SHU�PRQWK� WKH�ZRPHQ�PHHW� WR�GLVFXVVSUREOHPV�DQG� LVVXHV� WKDW� WKH\� HQFRXQWHU� LQ� WKHLU� GDLO\� OLYHV�� )RU�PDQ\� RI� WKHP�� WKHLQLWLDO� GLVFXVVLRQV� LQ� WKH�ZRPHQ¶V� JURXS� DUH� WKH� ILUVW� WLPH� WKDW� WKH\� UHIOHFW� RQ� WKHLUVLWXDWLRQ��DVN�TXHVWLRQV��DQG�IHHO�FRQILGHQW�HQRXJK�WR�DUWLFXODWH�WKHLU�QHHGV�DQG�WKLQNDERXW� VROXWLRQV� WKURXJK� LQLWLDWLQJ� FROOHFWLYH� DFWLRQ��0RVW� RI� WKH�ZRPHQ� KDYH� QHYHUFRPH�RXW�RI� WKHLU� KRXVH�EHIRUH� WR�GLVFXVV�SXEOLF� LVVXHV�� OHW� DORQH� WR� DGGUHVV�YLOODJHOHDGHUV�RU�ORFDO�DGPLQLVWUDWLYH�ERGLHV�
2I�YLWDO�LPSRUWDQFH�LQ�WKH�VWUDWHJ\�RI�0DKLOD�6DPDNK\D�DUH�WKH�IDFLOLWDWRUV��FDOOHG�WKHµVDK\RJLQL¶V¶�� ZKR� HDFK� VXSSRUW� D� FOXVWHU� RI� WHQ� YLOODJHV�� 7KH\� DUH� DOVR� WKH� OLQN

)LJXUH�����/LWHUDF\�OHYHOV�E\�JHQGHU
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WRWDO PDOH IHPDOH
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EHWZHHQ� WKH� WHQ� YLOODJHV� DQG� WKH� VXSSRUWLQJ� LQVWLWXWLRQV� RI� WKH� 0DKLOD� 6DPDNK\DSURJUDPPH� DW� WKH� GLVWULFW� OHYHO�� (DFK� VDK\RJLQL� LV� WKH� LQLWLDO� PRELOL]LQJ� IRUFH� LQ� DYLOODJH�� 7KH� RUJDQL]DWLRQ� RI�ZRPHQ� LQWR� D� JURXS� LV� QRW� DQ� HDV\� SURFHVV�� HVSHFLDOO\VLQFH� WKH� 0DKLOD� 6DPDNK\D� SURJUDPPH� GRHV� QRW� RIIHU� FOHDU�FXW� DQG� LPPHGLDWHEHQHILWV��7KH�ZRPHQ¶V�FROOHFWLYH�KDV� WR�SURGXFH� WKHVH�EHQHILWV� LWVHOI��5HJXODUO\�� WKHVDK\RJLQL� KDV� WR�RYHUFRPH� FRQVLGHUDEOH�PLVWUXVW� RQ� WKH� VLGH�RI� WKH�ZRPHQ�RU� HYHQRYHUW� KRVWLOLW\� RI� WKH� HQWLUH� FRPPXQLW\�� 6KH� JDLQV� WUXVW� DPRQJ� WKH� ZRPHQ� WKURXJKUHJXODU�YLVLWV�WR�WKHLU�KRPHV�� WKH�ILHOGV�DQG�WKHLU�ZRUN�SODFH��'XULQJ�WKHVH�YLVLWV�VKHWDONV� DQG� OLVWHQV� WR� WKH� ZRPHQ�� DVVLVWV� LQ� VROYLQJ� VPDOO� LVVXHV� DQG� KHOSV� WKHP� WRDUWLFXODWH� WKHLU� SUREOHPV� DQG� QHHGV�� 6ORZO\�� WKH� ZRPHQ� RI� WKH� YLOODJHV� OHDUQ� QHZWKLQJV��JDLQ�LQIRUPDWLRQ��EHFRPH�DZDUH�RI�WKH�LVVXHV�DURXQG�WKHP��DQG�GHFLGH�RQ�WKHILUVW�DFWLYLWLHV�RI�FROOHFWLYH�DFWLRQ�WR�LPSURYH�WKHLU�OLYHV��$V�WKH�JURXS�JHWV�VWURQJHU��LWVWDUWV�WR�VHW�LWV�RZQ�DJHQGD�DQG�PHHWLQJ�WLPHV��DQG�WKH�VDK\RJLQL�SDUWLFLSDWHV�OHVV�DQGOHVV�LQ�WKH�PHHWLQJV��0DKLOD�6DPDNK\D��������������
$Q� LPSRUWDQW�GLIIHUHQFH�EHWZHHQ� WKH�0DKLOD�6DPDNK\D�SURJUDPPH�DQG�PDQ\�RWKHUFRPPXQLW\�GHYHORSPHQW�SURJUDPV��LV�WKH�HPSKDVLV�RQ�WKH�SURFHVV�RI�HPSRZHUPHQW�LQVWHDG� RI� RQ� WKH� IXOILOOPHQW� RI� WDUJHWV�� 0DKLOD� 6DPDNK\D� VHHNV� WR� EULQJ� DERXW� DFKDQJH� LQ� ZRPHQ¶V� SHUFHSWLRQV� DERXW� WKHPVHOYHV� DQG� WKHLU� RZQ� DELOLWLHV�� DQG� WKHSHUFHSWLRQV�RI�VRFLHW\�ZLWK� UHVSHFW� WR�ZRPHQ¶V�³WUDGLWLRQDO´� UROHV�� ,W� LV�D�ERWWRP�XSDQG� GHPDQG� GULYHQ� SURJUDP�� :RPHQ� WKHPVHOYHV� GHFLGH� ZKLFK� LVVXHV� GHVHUYHSULRULW\��7KH�SURJUDPPH�GRHV�QRW�SUHVFULEH�WKH�NLQG�RI�DFWLYLWLHV�WKDW�D�JURXS�KDV�WRHQJDJH� LQ�� $V� D� UHVXOW�� WKH� DFWLYLWLHV� RI� WKH� PDKLOD� VDPRRKV� GLIIHU� IURP� YLOODJH� WRYLOODJH�DQG�IURP�VWDWH�WR�VWDWH�
7KH�0DKLOD�6DPDNK\D�SURJUDPPH�LWVHOI�LV�QRW�LQYROYHG�LQ�WKH�GHOLYHU\�RI�VHUYLFHV�RUUHVRXUFHV�WR�FRPPXQLWLHV��,QVWHDG��WKH�SURJUDPPH�DVVLVWV�WKH�PDKLOD�VDPRRKV�LQ�WKHLURZQ� VROXWLRQV� IRU� SUREOHPV� DQG� HQDEOHV� WKH� FROOHFWLYHV� WR� HIIHFWLYHO\� DFFHVV� DQGXWLOL]H� UHVRXUFHV� DQG� JRYHUQPHQW� VXEVLGLHV� DYDLODEOH� DW� YLOODJH�� EORFN� DQG� GLVWULFWOHYHOV��7KH�0DKLOD�6DPDNK\D�SURJUDPPH�SURYLGHV�VXEVWDQWLDO� WUDLQLQJ�SURJUDPPHV�3DUW� RI� WKH� WUDLQLQJ� SURJUDPPHV� LV� DLPHG� DW� SURMHFW� IXQFWLRQDULHV� VXFK� DV� WKHIDFLOLWDWRUV�� WUDLQHUV� RU� OHJDO� DGYLVRUV�� 7KH� RWKHU� WUDLQLQJV� DLP� VSHFLILFDOO\� DW� WKHZRPHQ� WKHPVHOYHV� DQG� IRFXV� RQ� DUHDV� OLNH� OLWHUDF\�� KHDOWK�� OHJDO� LVVXHV�� ILQDQFLDOPDQDJHPHQW��QRQ�WUDGLWLRQDO�VNLOOV�RU�JURXS�OHDGHUVKLS�
��� 6HOHFWLRQ�LQ�WKH�SURJUDPPH�DQG�LQ�WKH�VDPSOH,Q�OLQH�ZLWK�LWV�REMHFWLYHV��WKH�0DKLOD�6DPDNK\D�SURJUDPPH�IRFXVHV�RQ�GLVWULFWV�DQGRQ� EORFNV�ZLWKLQ� GLVWULFWV� WKDW� DUH� SDUWLFXODUO\� GLVDGYDQWDJHG�� 6HOHFWLRQ� FULWHULD� IRUWKH� SURJUDPPH� EORFNV� DUH� D� ORZ� IHPDOH� OLWHUDF\� UDWH�� D� KLJK� SHUFHQWDJH� RI� 6&�67SRSXODWLRQ�� DQG� D� KLJK� SHUFHQWDJH� RI� SRSXODWLRQ� OLYLQJ� EHORZ� WKH� SRYHUW\� OLQH� �DFHQVXV�PHDVXUH���:KHUHDV�EORFNV�ZLWKRXW� WKH�SURJUDPPH�PLJKW�QRW� EH�PXFK� EHWWHURII��06�EORFNV�DUH�JHQHUDOO\�FRQVLGHUHG�WR�EH�HVSHFLDOO\�EDFNZDUG�
:LWKLQ�SURJUDPPH�YLOODJHV��VHOHFWLRQ�ZLWKLQ�WKH�SURJUDPPH�RI� LQGLYLGXDO�ZRPHQ� LVYROXQWDU\��7KH� IDFLOLWDWRUV� JHDU� WKHLU� HIIRUWV� WRZDUGV�ZRPHQ� IURP� WKH� 6FKHGXOHG� RU2WKHU�%DFNZDUG�FDVWHV��EXW�LQ�SULQFLSDO�DQ\�ZRPDQ�ZKR�LV�LQWHUHVWHG�FDQ�SDUWLFLSDWH�7KLV� VXJJHVWV� D� SRWHQWLDO� VHOHFWLRQ� ELDV� LI� ZH� FRPSDUH� SDUWLFLSDWLQJ� DQG� QRQ�
� 7KH�DGPLQLVWUDWLYH�VWUXFWXUH�GLYLGHV�6WDWHV�LQ�GLVWULFWV��GLVWULFWV�LQ�EORFNV��DQG�EORFNV�LQ�UHYHQXHYLOODJHV�
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SDUWLFLSDWLQJ�ZRPHQ��7KH�ZRPHQ�DOUHDG\�PRVW�LQWHUHVWHG�LQ�HGXFDWLRQ�ZRXOG�EH�PRVWOLNHO\�WR�SDUWLFLSDWH��+RZHYHU��IRUPLQJ�D�JURXS�LV�D�VORZ�SURFHVV��*LYHQ�WKH�OLPLWHGDZDUHQHVV� HVSHFLDOO\� DPRQJ� WKH� WDUJHW� JURXS�� DQG� JLYHQ� WKH� IDFW� WKDW� LW� WDNHV� RQDYHUDJH����PRQWKV�IRU�WKH�IDFLOLWDWRUV�WR�FRQYLQFH�ZRPHQ�WR�RUJDQL]H��LW�VHHPV�OLNHO\WKDW� WKHLU� LQWHUHVW� LQFUHDVHV� PDLQO\� DIWHU WKH� ILUVW� FRQWDFW� ZLWK� 0DKLOD� 6DPDNK\DRIILFHUV��7KDW� LV�� LW�ZRXOG�QRW� VR�PXFK�EH� WKH� SUH�SURJUDPPH� DWWLWXGHV� RI�PHPEHUVWKDW�GHWHUPLQH�SDUWLFLSDWLRQ�� ,QVWHDG�� WKH�PRELOL]LQJ�HIIRUWV�RI� WKH�0DKLOD�6DPDNK\DRIILFHUV� DQG� VXEVHTXHQW� SDUWLFLSDWLRQ� LQIOXHQFH� DWWLWXGHV�� 6WLOO�� ZH� QHHG� WR� NHHS� LQPLQG�WKHVH�SRWHQWLDO�LQGLYLGXDO�GLIIHUHQFHV�LQ�PRWLYDWLRQ�
7KH� VWXG\� LV� EDVHG� RQ� D� FOXVWHUHG� VWUDWLILHG� VDPSOH� LQ� WKUHH� GLVWULFWV� RI� %LKDU�0X]DIIDUSXU�� 6LWDPDUKL� DQG� 'DUEKDQJD�� ,Q� HDFK� RI� WKH� GLVWULFWV� ZH� FKRRVH� D� IHZEORFNV�WKDW�DUH�FRYHUHG�E\�WKH�06�SURJUDPPH�DQG�D�IHZ�EORFNV�ZKHUH�WKH�SURJUDPPHLV� QRW� �\HW�� DFWLYH�� 7KH� ILUVW� VWDJH� RI� WKH� VDPSOH� VHOHFWLRQ� FRQVLVWHG� RI� D� UDQGRPVDPSOLQJ�RI����YLOODJHV�SHU�GLVWULFW�����SURJUDPPH�YLOODJHV�DQG����FRQWURO�YLOODJHV��,QWKH�VHFRQG�VWDJH��ZH�UDQGRPO\�VHOHFWHG����KRXVHKROGV�SHU�YLOODJH��,Q�WKH�SURJUDPPHYLOODJHV�� WKHVH� KRXVHKROGV� FRYHUHG� ��� SDUWLFLSDWLQJ� KRXVHKROGV� DQG� ��� QRQ�SDUWLFLSDWLQJ�KRXVHKROGV��)RU�D�GHWDLOHG�GHVFULSWLRQ�RI�WKH�VDPSOH�UHJLRQ��WKH�VDPSOHVHOHFWLRQ�PHWKRG�DQG�WKH�GDWD�FROOHFWLRQ�SURFHVV��VHH�$QQH[���
��� 0DKLOD�6DPDNK\D�DQG�SUHVFKRRO�FHQWHUV
2Q� GHPDQG� RI� WKH� ZRPHQ� RI� DQ�06� JURXS�� WKH�0DKLOD� 6DPDNK\D� SURJUDPPH� FDQJLYH�VXSSRUW�WR�VHW�XS�D�SUHVFKRRO��WKH�VR�FDOOHG�%DO�MDJ�MDJL�FHQWHUV� 7KH�FHQWHUV�DLPWR� SUHSDUH� \RXQJ� FKLOGUHQ� DJHG� �� WR� �� \HDUV� ROG� IRU� HQWUDQFH� LQ� SULPDU\� VFKRRO�7KURXJK� JDPHV�� VWRULHV� DQG� VRQJV�� WKH� FKLOGUHQ� JHW� UHDG\� IRU� HQUROPHQW� LQ� SULPDU\HGXFDWLRQ��%\�0DUFK�������WKH�ZRPHQ¶V�JURXSV�LQ�0X]DIIDUSXU�KDG�VHW�XS�����EDO�MDJMDJL� FHQWHUV�� LQ� 6LWDPDUKL� WKH\� ZHUH� RSHUDWLQJ� ���� FHQWHUV� DQG� LQ� 'DUEKDQJD�� WKH\RXQJHVW�SURJUDPPH�GLVWULFW�����FHQWHUV�KDG�EHHQ�RSHQHG��0DKLOD�6DPDNK\D��������
7KH� 0DKLOD� 6DPDNK\D� SURJUDPPH� SURYLGHV� LQLWLDO� DQG� IROORZ�XS� WUDLQLQJ� IRU� WKHSUHVFKRRO�LQVWUXFWRUV�DQG�ILQDQFHV�KHU�KRQRUDULXP��+RZHYHU��WKH�RSHUDWLRQ�RI�WKH�EDOMDJ�MDJL�FHQWHU�LV�WKH�UHVSRQVLELOLW\�RI�WKH�ZRPHQ¶V�JURXS��7KH�ZRPHQ�QHHG�WR�PDNHVSDFH�DYDLODEOH�IRU� WKH�FHQWHU�DQG�WR�PDLQWDLQ�WKH�FHQWHU��7KH\�FKRRVH� WKH� LQVWUXFWRU�XVXDOO\� D� ZRPDQ� IURP� WKHLU� RZQ� YLOODJH�� DQG� PRQLWRU� KHU�� $OVR�� WKH� JURXS� LVUHVSRQVLEOH�IRU�WKH�SD\PHQWV�WR�WKH�LQVWUXFWRU�
7KH�EDO�MDJ�MDJL�FHQWHUV�DUH�FOHDU�H[DPSOHV�RI�FRPPXQLW\�EDVHG�(&'�FHQWHUV��<RXQJ������� �������� 7KH\� DUH� LQLWLDWHG� E\� FRPPXQLW\�PHPEHUV�� 7KH\� VKDUH� WKH� FRPPRQFKDUDFWHULVWLF� RI� D� VWURQJ� IHOW� QHHG� RQ� WKH� SDUW� RI� SDUHQWV�� 7KH� GDLO\� FDUHJLYHUV� DUHLQYROYHG� LQ� WKH� VHW� XS� DQG� WKH� UXQQLQJ� RI� WKH� SURJUDPPH��3DUHQWV� FRQWULEXWH� WR� WKHSURJUDPPH�E\�DVVLVWLQJ�LQ�WKH�DFWLYLWLHV�DQG�FRQVWUXFWLRQ�ZRUNV�
$�GUDZEDFN� RI�PDQ\� FRPPXQLW\�(&'�SURJUDPPHV� LV� WKHLU� ODFN� RI� TXDOLW\� �(YDQV�0\HUV�HW�DO����������2IWHQ�D�ODFN�RI�DSSURSULDWH�PDWHULDOV��OLWWOH�WUDLQLQJ�DQG�VXSSRUW�RIWKH� WHDFKHU� DQG� OLWWOH� DWWHQWLRQ� IRU� QXWULWLRQ� DQG� WKH� SK\VLFDO� GHYHORSPHQW� RI� WKHFKLOGUHQ�FRQWULEXWH�WR�WKH�ORZ�TXDOLW\��,Q�WKRVH�FDVHV��WKH�SURJUDPPH�ZLOO�QRW�UHVXOW�LQDOO� WKH� H[SHFWHG� EHQHILWV� RI� (&'� SURJUDPPHV�� 8QIRUWXQDWHO\�� WKH� VWXG\� GRHV� QRW
� )RU�RWKHU�H[DPSOHV�RI�VXFFHVVIXO�FRPPXQLW\�EDVHG�(&'�SURJUDPPHV��VHH�IRU�H[DPSOH�.LUSDO��������
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SURYLGH� GDWD� WR� WHVW� WKH� TXDOLW\� RI� WKH� EDO� MDJ� MDJL� FHQWHUV��:H� GR� QRW� KDYH� HQRXJKLQIRUPDWLRQ� RQ� WKH� SUHVFKRRO� FKDUDFWHULVWLFV�� QRU� GR� ZH� KDYH� VXIILFLHQW� GDWD� RQ� WKHFRJQLWLYH�DQG�SK\VLFDO�GHYHORSPHQW�RI� WKH�FKLOGUHQ��7KHUHIRUH�WKH�VWXG\�OLPLWV� LWVHOIWR�HQUROPHQW�LQ�SUHVFKRRO�DV�DQ�LQGLFDWRU�RI�FKLOG�GHYHORSPHQW�
��� &RPSDULVRQ�RI�SDUWLFLSDQWV�DQG�QRQ�SDUWLFLSDQWV
7KLV�VHFWLRQ�SURYLGHV�D�FRPSDULVRQ�RI�ZRPHQ�ZKR�SDUWLFLSDWH�LQ�WKH�06�SURJUDPPHZLWK�ZRPHQ�OLYLQJ�LQ�WKH�VDPH�YLOODJHV�EXW�ZKR�GHFLGH�QRW�WR�SDUWLFLSDWH��:H�ILQG�WKDWVOLJKWO\�PRUH�06�PHPEHUV�DUH�ZLGRZV�DV�FRPSDUHG�WR�QRQ�PHPEHUV�IURP�WKH�VDPSOH������YHUVXV��������0RUH�06�PHPEHUV�KDYH�ZRUN�RXWVLGH�WKH�KRXVHKROG�WKDQ�QRQ�SDUWLFLSDQWV��������YHUVXV���������$OVR��WKH�SURSRUWLRQ�RI�VNLOOHG�ODERUHUV�DPRQJ�06PHPEHUV� LV� D� ELW� ODUJHU�� )RU� 06� PHPEHUV�� VNLOOHG� ODERU� RIWHQ� UHODWHV� WR� 0DKLOD6DPDNK\D�ZRUN��H�J�� LQ� WKH�FKLOGFDUH�FHQWHU��)LQDOO\�� LW�VHHPV�WKDW�06�PHPEHUV�DUHVRPHZKDW� \RXQJHU�RQ� DYHUDJH� WKDQ�QRQ�SDUWLFLSDWLQJ� UHVSRQGHQWV��7KH�PHDQ�DJH�RIUHVSRQGHQWV�LV������DQG������\HDUV�UHVSHFWLYHO\�
+RZHYHU��SDUW�RI�WKHVH�GLIIHUHQFHV�FRXOG�EH�UHODWHG�WR�WKH�VDPSOH�VHOHFWLRQ�SURFHGXUH�06�PHPEHUV�ZHUH� VHOHFWHG� LQ� WKH� VDPSOH� DV� LQGLYLGXDOV�� ,QWHUYLHZHUV� ZRXOG� FRPHEDFN� LI� PHPEHUV� ZHUH� QRW� DW� KRPH� DW� WKH� WLPH� RI� WKH� ILUVW� YLVLW�� ,Q� FRQWUDVW�� QRQ�PHPEHUV�ZHUH�VHOHFWHG�DV�KRXVHKROGV��$Q\�IHPDOH�RI�WKH�KRXVHKROG�WKDW�ZDV�DW�KRPHDW� WKH� WLPH� RI� WKH� YLVLW� E\� WKH� LQWHUYLHZHU�ZDV� HOLJLEOH� DV� D� UHVSRQGHQW��+HQFH�� WKHSURSRUWLRQ� RI� GRPHVWLF� ZRUNHUV� LV� OLNHO\� WR� EH� ODUJHU� DPRQJ� WKH� QRQ�PHPEHUV�0RUHRYHU�� VLQFH� ROGHU� ZRPHQ� RIWHQ� KDYH� PRUH� µULJKWV¶� ZLWKLQ� WKH� IDPLO\�� WKHLUSURSRUWLRQ�DPRQJ�QRQ�SDUWLFLSDQW�UHVSRQGHQWV�LV�OLNHO\�WR�EH�KLJKHU�DV�ZHOO��+HQFH��LWLV� QRW� FOHDU�ZKHWKHU� WKH� DERYH� DYHUDJHV� UHSUHVHQW� UHDO� GLIIHUHQFHV� EHWZHHQ�06� DQGQRQ�PHPEHUV�
'LIIHUHQFHV� LQ�KRXVHKROG�FKDUDFWHULVWLFV�RQ� WKH�RWKHU�KDQG� UHSUHVHQW� UHDO�GLIIHUHQFHVEHWZHHQ� WKH� SDUWLFLSDQWV¶� KRXVHKROGV� DQG� WKH� QRQ�SDUWLFLSDWLQJ� SRSXODWLRQ� LQ� WKHLUYLOODJHV��$V�FRPSDUHG�WR�QRQ�PHPEHUV��WKH�KHDGV�RI�KRXVHKROGV�RI�06�PHPEHUV�DUHOHVV� RIWHQ� VNLOOHG�� VWXGHQW� RU� IDUPHU� �VHH� 7DEOH� ������ 7KH� ODUJHVW� JURXS� ZRUNV� LQXQVNLOOHG� ODERU�� ,W� VHHPV� WKDW�ZRPHQ� IURP� XQVNLOOHG�� ODQGOHVV� KRXVHKROGV� DUH�PRUHLQFOLQHG� WR� EHFRPH� D� PHPEHU� RI� 0DKLOD� 6DPDNK\D�� :H� DOVR� ILQG� D� GLIIHUHQFH� LQVNLOOHG�YHUVXV�XQVNLOOHG�ODERU�EHWZHHQ�QRQ�SDUWLFLSDQWV�LQ�06�YLOODJHV�DQG�WKH�FRQWUROJURXS��7KH�IRUPHU�JURXS�LV�VXEVWDQWLDOO\�PRUH�OLNHO\�WR�KDYH�D�VNLOOHG�ODERUHU�DV�KHDGRI�WKH�KRXVHKROG�
7DEOH�����(PSOR\PHQW�FKDUDFWHULVWLFV 06PHPEHUV 1RQ�PHPEHUV &RQWUROJURXS)DUPHU ���� ���� ����'RPHVWLF�ZRUN ��� ��� ���8QVNLOOHG�ODERU ���� ���� ����6NLOOHG�ODERU ���� ���� ����6WXGHQW ��� ���� ����2WKHU ��� ��� ���0LVVLQJ ��� ��� ���7RWDO ���� ������ ������
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:H�ILQG�VLJQLILFDQW�GLIIHUHQFHV�IRU�WKH�FDVWH�WKDW�WKH�KRXVHKROGV�EHORQJ�WR��VHH�7DEOH������ ���� RI� WKH� SURJUDPPH� SDUWLFLSDQWV� FRPH� IURP� WKH� 6FKHGXOHG� &DVWHV� �WKH6FKHGXOHG�7ULEH�SRSXODWLRQ�LQ�WKH�VWXG\�DUHD�LV�YHU\�ORZ���2YHUDOO��D�UHODWLYHO\�ODUJHSHUFHQWDJH� RI�ZRPHQ� EHORQJLQJ� WR� WKH� 6FKHGXOHG�&DVWHV� �6&�67�� SDUWLFLSDWH� DQG� DUHODWLYHO\� VPDOO� SHUFHQWDJH� RI� ZRPHQ� IURP�*HQHUDO� &DVWHV�� 7KLV� LV� QRW� VXUSULVLQJ�JLYHQ�WKH�REMHFWLYH�RI�WKH�SURJUDPPH��DOWKRXJK�ZRPHQ�IURP�DOO�FDVWHV�DUH�ZHOFRPHWR�SDUWLFLSDWH��,W�PLJKW�DOVR�EH�UHODWHG�WR�WKH�EHQHILWV�WKDW�6&�67�ZRPHQ�KRSH�WR�JHWIURP�SDUWLFLSDWLRQ�DV�RSSRVHG� WR� WKH�RWKHU�ZRPHQ��)LQDOO\�� DQ� H[SODQDWLRQ� FRXOG�EHWKDW�*HQHUDO�&DVWH�ZRPHQ�DUH�QRW�DOZD\V�VRFLDOO\�DOORZHG�WR�PL[�ZLWK�RWKHU�FDVWHV�
7DEOH�����&DVWH�DQG�UHOLJLRQ�FKDUDFWHULVWLFV 06PHPEHUV 1RQ�PHPEHUV &RQWUROJURXS6FKHGXOHG�&DVWH�6FKHGXOHG�7ULEH ���� ���� ����2WKHU�%DFNZDUG�&DVWHV ���� ���� ����*HQHUDO�&DVWHV ��� ��� ����0LQRULW\��PDLQO\�0XVOLPV� ��� ���� ����0LVVLQJ ��� ��� ���7RWDO ���� ������ ������
+LQGX ���� ���� ����0XVOLP ��� ���� ����0LVVLQJ ��� ��� ���7RWDO ���� ������ ������
5HODWLYHO\� IHZ�0XVOLP�ZRPHQ�SDUWLFLSDWH� DV� FRPSDUHG� WR� WKH� RYHUDOO� SRSXODWLRQ� LQ06� YLOODJHV�� $OVR�� LQ� FRPSDULVRQ� ZLWK� FRQWURO� YLOODJHV� WKH� 0XVOLP� SRSXODWLRQ� LQSURJUDPPH�YLOODJHV�LV�VOLJKWO\�ORZHU��+RZHYHU��ERWK�ILQGLQJV�DUH�QRW�VLJQLILFDQW�
:H� GR� QRW� KDYH� LQIRUPDWLRQ� RQ� KRXVHKROG� LQFRPH�� 7KH� GDWD� RQ� KRXVHKROG� DVVHWVSURYLGH�VRPH�LQVLJKWV�LQ�WKH�ZHDOWK�RI�WKH�KRXVHKROGV��2Q�DYHUDJH��06�PHPEHUV�OLYHLQ�KRXVHV�RI�OHVVHU�PDWHULDO�WKDQ�QRQ�SDUWLFLSDQWV�RU�WKH�FRQWURO�JURXS��,Q�JHQHUDO��WKHHQWLUH�VDPSOH�KDV�UHODWLYHO\�OLWWOH�DFFHVV�WR�IDFLOLWLHV�VXFK�DV�HOHFWULFLW\�DQG�VDQLWDWLRQ�+RZHYHU��DJDLQ�WKH�06�PHPEHUV�VHHP�WR�EH�ZRUVH�RII��7KH\�XVH�PRUH�RIWHQ�ELRPDVVWR�FRRN�RQ��7KH\�KDYH�OHVV�DFFHVV�WR�HOHFWULFLW\��7KH\�PRUH�RIWHQ�XVH�SXEOLF�LQVWHDG�RISULYDWH�ZDWHU�IDFLOLWLHV��7KH\�KDYH�OHVV�TXDOLW\�VDQLWDWLRQ�IDFLOLWLHV��1RWH�KRZHYHU�WKDWWKH�RYHUDOO�DFFHVV�WR�VDQLWDWLRQ�LV�DODUPLQJO\�ORZ��2QO\�����RI�WKH�SRSXODWLRQ�LQ�WKHVWXG\�DUHD�KDYH�DFFHVV�WR�VDQLWDWLRQ�IDFLOLWLHV�VXFK�DV�D�SLW�WRLOHW�RU�D�ODWULQH�
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�� &KDQJLQJ�DWWLWXGHV�DQG�FRPPXQLW\�HQJDJHPHQW
��� 3DUHQWDO�DWWLWXGHV�WRZDUGV�HGXFDWLRQ
,Q� YLHZ� RI� WKH� YHU\� ORZ� SULPDU\� HGXFDWLRQ� RXWFRPHV� LQ� %LKDU�� IHPDOH� OLWHUDF\� DQGSULPDU\� HGXFDWLRQ� DUH� IRFXV� SRLQWV� RI� WKH� 0DKLOD� 6DPDNK\D� SURJUDPPH�� 7KHSURJUDPPH�SURYLGHV� OLWHUDF\� WUDLQLQJ� WR� WKH�ZRPHQ�� ,W� HVWDEOLVKHV�HGXFDWLRQ�FHQWHUVIRU�ZRPHQ�DQG�WHHQDJHG�JLUOV�ZKR�GLG�QRW�JR�WR�VFKRRO��,W�UDLVHV�DZDUHQHVV�DPRQJ�WKHSURJUDPPH�PHPEHUV�ZLWK�UHVSHFW�WR�WKH�LPSRUWDQFH�RI�HGXFDWLRQ��IRU�JLUOV�DV�ZHOO�DVIRU� ER\V��0RUHRYHU�� WKH�PHPEHUV� GLVFXVV� WKH� UROH� RI� SUHVFKRRO� HGXFDWLRQ� ZLWK� WKHSURJUDPPH�RIILFHUV�
6LQFH�SULPDU\�HGXFDWLRQ�LV�QRW�FRPSXOVRU\�LQ�%LKDU��VFKRROLQJ�LV�SULPDULO\�D� IDPLO\GHFLVLRQ�� 7KH� GHFLVLRQ� ZLOO� GHSHQG� ERWK� RQ� WKH� FRVWV� RI� HGXFDWLRQ� �WXLWLRQ� IHHV�WUDQVSRUWDWLRQ�� FRVWV� RI� ERRNV� DQG� XQLIRUPV�� DV� ZHOO� DV� RSSRUWXQLW\� FRVWV� RI� FKLOGODERU��DQG�RQ�WKH�EHQHILWV��7KHVH�EHQHILWV�DUH� ORQJ�WHUP�DQG�FRQFHUQ�QRW�RQO\� IXWXUHLQFRPH�EXW�DOVR�D�EHWWHU�DELOLW\�RI�PRWKHUV� WR� WDNH�FDUH�RI� WKHLU� IDPLO\� IRU� H[DPSOH�ZKHQ�WKH\�DUH�OLWHUDWH�DQG�JDLQ�EHWWHU�XQGHUVWDQGLQJ�RI�KHDOWK�RU�QXWULWLRQ��,Q�DGGLWLRQ�HGXFDWLRQ�KDV�D�YDOXH�LQ�LWVHOI��$OVR��IHPDOH�HPSRZHUPHQW�FUXFLDOO\�KLQJHV�RQ�JLUOV¶VFKRROLQJ��:KHUHDV� WKH� FRVWV� WR� WKH� IDPLO\� DUH� LPPHGLDWH�� WKH� SRWHQWLDO� EHQHILWV� RIHGXFDWLRQ�DUH�QRW�DOZD\V�DSSDUHQW��)RU� JLUOV� LQ� UXUDO�%LKDU�PRUHRYHU�� WKHVH�EHQHILWVZLOO� XVXDOO\� QRW� DFFUXH� WR� KHU� RZQ� IDPLO\�� 8SRQ� PDUULDJH�� ZRPHQ� DUH� PRVWO\H[SHFWHG�WR�PRYH�DQG�OLYH�ZLWK�WKHLU�SDUHQWV�LQ�ODZ�
$SDUW� IURP� IDFWRUV� VXFK� DV�SDUHQW¶V�RZQ� HGXFDWLRQ� DQG� LQFRPH�� DWWLWXGHV�RI�SDUHQWVDUH� OLNHO\� WR�SOD\� D�PDMRU� UROH� LQ� HQUROPHQW� DQG� VFKRROLQJ� RXWFRPHV�� ,W� LV� H[SHFWHGWKDW�WKH�SURJUDPPH�WUDLQLQJ�DQG�GLVFXVVLRQV�FKDQJH�WKH�DWWLWXGHV�RI�PHPEHUV�WRZDUGVWKHLU�FKLOGUHQ¶V�VFKRROLQJ��7KH�TXHVWLRQQDLUH�FRQWDLQHG�VRPH�VWDWHPHQWV�UHJDUGLQJ�WKHLPSRUWDQFH� DQG� YDOXH� RI� SULPDU\� DQG� SUHVFKRRO� HGXFDWLRQ�� 7DEOH� ���� VKRZV� WKHVWDWHPHQWV�DQG�WKH�FRUUHVSRQGLQJ�DWWLWXGHV�RI� WKH�06�PHPEHUV�� WKH�QRQ�PHPEHUV� LQSURJUDPPH�YLOODJHV��DQG�WKH�ZRPHQ�LQ�FRQWURO�YLOODJHV�
7DEOH�����3DUHQWDO�DWWLWXGHV�WRZDUGV�HGXFDWLRQ��WKDW�DJUHHV�ZLWK�WKH�IROORZLQJ�VWDWHPHQWV� 06PHPEHUV 1RQ�06PHPEHUV &RQWUROJURXS'HFLVLRQ�WR�VHQG�\RXU�FKLOG�WR�VFKRROD��,W�LV�HDFK�IDPLO\
V�RZQ�GHFLVLRQ�ZKHWKHU�WR�VHQG�WKHLUFKLOGUHQ�WR�VFKRRO�RU�QRW��<RX�VKRXOG�QRW�LQWHUIHUH�ZLWK�WKDW� ��� ���� ����
E��,Q�RXU�FRPPXQLW\��ZH�GR�QRW�GLVFXVV�ZKHWKHU�RU�QRW�WRVHQG�RXU�FKLOGUHQ�WR�VFKRRO� ��� ���� ����
3HUFHLYHG�EHQHILWV�RI�VFKRROLQJF��,I�FKLOGUHQ�VWXG\�KDUG�DQG�GR�WKHLU�EHVW�DW�VFKRRO��WKH\�ZLOOGR�EHWWHU�ODWHU�LQ�OLIH� ���� ���� ����
G��6HQGLQJ�JLUOV�WR�VFKRRO�LV�D�ZDVWH�RI�WLPH�DQG�PRQH\EHFDXVH�WKH\�ZLOO�KDYH�WR�VWD\�LQ�WKH�KRXVH�DQ\ZD\� ��� ��� ����
(DUO\�&KLOGKRRG�'HYHORSPHQWH��:KHQ�FKLOGUHQ�JR�WR�SUHVFKRRO�DW�D�\RXQJ�DJH��WKH\�ZLOOSHUIRUP�EHWWHU�LQ�SULPDU\�VFKRRO� ���� ���� ����
I��<RXQJ�FKLOGUHQ�XQGHU���GR�QRW�OHDUQ�PXFK�E\�SOD\LQJ�ZLWKHDFK�RWKHU��7R�DFTXLUH�VNLOOV�LW�LV�EHWWHU�WKDW�WKH\�KHOS�LQ�WKHKRXVHKROG�

��� ���� ����



��

7KH�GHFLVLRQ�WR�VHQG�\RXU�FKLOG�WR�VFKRRO������RI�WKH�FRQWURO�JURXS�IHHO�WKDW�QR�RQH�VKRXOG�LQWHUIHUH�ZLWK�D�IDPLO\¶V�GHFLVLRQZKHWKHU� RU� QRW� WR� VHQG� D� FKLOG� WR� VFKRRO�� 7KLV� UHIOHFWV� WKH� µSULYDWH¶� DVSHFWV� RI� WKHHGXFDWLRQ� GHFLVLRQ�� /LNHZLVH�� ������ RI� WKH� QRQ�SDUWLFLSDQWV� LQ� WKH� SURJUDPPHYLOODJHV�VKDUH�WKLV�RSLQLRQ��,Q�FRQWUDVW��RQO\������RI� WKH�06�PHPEHUV�DJUHH�WKDW�QRRQH� VKRXOG� LQWHUIHUH� ZLWK� WKH� VFKRROLQJ� GHFLVLRQ�� 7KLV� VWURQJO\� VXJJHVWV� WKDW� 06PHPEHUV�DUH�PRUH�DZDUH�RI�WKH�LPSRUWDQFH�RI�SULPDU\�VFKRROLQJ��$V�D�FRQVHTXHQFHWKH\�PLJKW�VHH�LW�PRUH�LQ� WKH�LQWHUHVW�RI� WKH�FKLOG�WR�FRQYLQFH�SDUHQWV� WR�HQUROO� WKHLUFKLOG�
7KH�VHFRQG�VWDWHPHQW�VKRZV�D�VLPLODU�SLFWXUH��������RI�WKH�FRQWURO�KRXVHKROGV�GR�QRWGLVFXVV�ZLWKLQ�WKH�FRPPXQLW\�ZKHWKHU� WR�VHQG�D�FKLOG� WR�VFKRRO�� ,Q� WKH�06�YLOODJHV������RI� WKH� QRQ�PHPEHUV� VD\� WKH\� QHYHU� GLVFXVV� WKH� LVVXH��2Q� WKH� FRQWUDU\�� RQO\�����RI� WKH�06�PHPEHUV� IHHO� WKHLU�FRPPXQLW\�GRHV�QRW�GLVFXVV�SULPDU\�VFKRROLQJ�$JDLQ��SURJUDPPH�PHPEHUV�VFRUH�VLJQLILFDQWO\�GLIIHUHQW�IURP�WKH�RWKHU� WZR�JURXSV�$OWKRXJK� QRQ�PHPEHUV� DJUHH� VOLJKWO\� OHVV� RIWHQ� WKDQ� WKH� FRQWURO� JURXS� ZLWK� WKHVWDWHPHQW��WKH�GLIIHUHQFH�LV�QRW�VLJQLILFDQW��7KLV�LV�VXUSULVLQJ�VLQFH�ZH�NQRZ�WKDW�WKHZRPHQ¶V� FROOHFWLYHV� DUH� DFWLYH� LQ� UDLVLQJ� DZDUHQHVV� RQ� SULPDU\� HQUROOPHQW��0D\EHWKH�06�PHPEHUV�UHDFK�RQO\�QRQ�SDUWLFLSDWLQJ�ZRPHQ�WKDW�DUH�DOUHDG\�PRUH�RSHQ�WRWKH�LVVXH�
3HUFHLYHG�EHQHILWV�RI�VFKRROLQJ:LWK� UHVSHFW� WR� WKH� IXWXUH� EHQHILWV� RI� VFKRROLQJ�� WKH� GLIIHUHQFHV� EHWZHHQ� WKH� WKUHHJURXSV�DUH�QRW�VLJQLILFDQW��2QO\������RI�WKH�06�PHPEHUV�GRHV�QRW�DJUHH�WKDW�SULPDU\HGXFDWLRQ�ZLOO�PDNH� \RX�SHUIRUP�EHWWHU� ODWHU� LQ� OLIH�� FRPSDUHG� WR������RI� WKH�QRQ�PHPEHUV�DQG������RI�WKH�FRQWURO�JURXS�
7KH�RSLQLRQV�RQ�JLUO¶V�HGXFDWLRQ�DUH�PRUH�ZRUULVRPH��������RI�WKH�UHVSRQGHQWV�LQ�WKHFRQWURO� JURXS� VWDWHV� WKDW� JLUOV� JRLQJ� WR� VFKRRO� LV� D� ZDVWH� RI� WLPH� DQG�PRQH\�� 7KLVDQVZHU� ZRXOG� VXJJHVW� WKDW� WKHVH� UHVSRQGHQWV� FRQVLGHU� IHPDOH� HGXFDWLRQ� DV� QRQ�YDOXDEOH�UHJDUGOHVV�RI�WKH�IDPLO\¶V�ILQDQFLDO�SRVLWLRQ��,W�VWURQJO\�UHIOHFWV�WKH�SUHYDOHQWDWWLWXGHV�DQG�ELDV� DJDLQVW�ZRPHQ��$PRQJ� WKH�QRQ�PHPEHUV� LQ�SURJUDPPH�YLOODJHV�WKLV�SHUFHQWDJH�LV�������VLJQLILFDQWO\�OHVV�WKDQ�WKH�FRQWURO�JURXS�DW�WKH����HUURU�OHYHO�7KH� SURJUDPPH� VHHPV� WR� EH� VXFFHVVIXO� LQ� UHDFKLQJ� RWKHU� FRPPXQLW\�PHPEHUV� DQGFKDQJLQJ�WKHLU�DWWLWXGHV�WRZDUGV�IHPDOH�HGXFDWLRQ��1RWH�WKDW������RI�WKH�06�PHPEHUVDJUHH� ZLWK� WKH� VWDWHPHQW� WKDW� JLUOV¶� VFKRROLQJ� LV� D� ZDVWH� RI� WLPH�� GHVSLWH� WKHSURJUDPPH¶V�H[SOLFLW�HPSKDVLV�RQ�WKH�LPSRUWDQFH�RI�IHPDOH�HGXFDWLRQ�
(DUO\�FKLOGKRRG�GHYHORSPHQW$� ODUJH� PDMRULW\� LQ� DOO� WKUHH� JURXSV� DFNQRZOHGJHV� WKH� LPSRUWDQFH� RI� SUHVFKRROHGXFDWLRQ�IRU�SHUIRUPDQFH�LQ�SULPDU\�VFKRRO��������RI�WKH�FRQWURO�JURXS�DJUHHV�ZLWKWKLV�VWDWHPHQW�FRPSDUHG�WR�������RI�WKH�QRQ�SDUWLFLSDQWV�LQ�06�YLOODJHV�DQG�������RIWKH�SDUWLFLSDQWV��06�PHPEHUV�VFRUH�VLJQLILFDQWO\�GLIIHUHQW�IURP�QRQ�PHPEHUV�DQG�WKHFRQWURO�JURXS��7KH�GLIIHUHQFH�EHWZHHQ�QRQ�SDUWLFLSDQWV�DQG�FRQWURO�UHVSRQGHQWV�LV�QRWVLJQLILFDQW�
5HJDUGLQJ� WKH� SURFHVV� RI� HDUO\� FKLOGKRRG� GHYHORSPHQW�� GLIIHUHQFHV� DUH�PXFK�PRUHSURQRXQFHG��2QO\������RI�WKH�06�PHPEHUV�DJUHHV�WKDW�\RXQJ�FKLOGUHQ�GR�QRW�OHDUQPXFK�E\�SOD\LQJ�ZLWK�HDFK�RWKHU��,Q�FRQWUDVW�������RI�WKH�QRQ�SDUWLFLSDQWV�WKLQNV�VR�)RU�WKH�FRQWURO�JURXS�WKLV�SHUFHQWDJH�LV�HYHQ�KLJKHU��UHDFKLQJ�������



��

&RQFOXVLRQ2YHUDOO� ZH� FRXOG� VD\� WKDW� PHPEHUV� LQ� WKH� 0DKLOD� 6DPDNK\D� SURJUDPPH� DUHVLJQLILFDQWO\�PRUH�DZDUH�RI�WKH�LPSRUWDQFH�RI�SUHVFKRRO�DQG�SULPDU\�HGXFDWLRQ�WKDQQRQ�PHPEHUV�� ZKR� LQ� WXUQ� DUH� PRUH� DZDUH� WKDQ� WKH� FRQWURO� JURXS�� 7KLV� ODWWHUGLIIHUHQFH� LV� VLJQLILFDQW� IRU� KDOI� RI� WKH� VWDWHPHQWV�� LQ� SDUWLFXODU�ZLWK� UHVSHFW� WR� WKHGHFLVLRQ�WR�VHQG�D�FKLOG�WR�VFKRRO��JLUOV¶�HGXFDWLRQ�DQG�SOD\�DV�VWLPXODWLQJ�DFWLYLW\�IRU\RXQJ�FKLOGUHQ�
:H�FDQQRW�GLUHFWO\�LQIHU�FDXVDOLW\�IURP�SDUWLFLSDWLRQ�WR�LQFUHDVHG�DZDUHQHVV�EHFDXVHSDUWLFLSDWLRQ� LQ� WKH�SURJUDPPH� LV�EDVHG�RQ�VHOI�VHOHFWLRQ��7KDW� LV�� LW� LV�SRVVLEOH� WKDWHVSHFLDOO\�ZRPHQ�ZKR�ZHUH� DOUHDG\� LQWHUHVWHG� LQ� SULPDU\� HGXFDWLRQ� MRLQHG�0DKLOD6DPDNK\D�� +RZHYHU�� WKLV� VHHPV� XQOLNHO\�� 7KH� SURJUDPPH� IRFXVHV� RQ� WKH� SRRUHVW�PRVW� GLVDGYDQWDJHG� DQG� OHDVW� HGXFDWHG� JURXSV�� ,Q� WKH� VXEVHTXHQW� WUDLQLQJ� FRXUVHVZRPHQ� EHFRPH� JUDGXDOO\� FRQYLQFHG� RI� WKH� LPSRUWDQFH� RI� HGXFDWLRQ�� ,W� VHHPVSODXVLEOH� WR� DVVXPH� WKDW� WKHLU� LQFUHDVHG� DZDUHQHVV� LV� D� UHVXOW� RI� SDUWLFLSDWLRQ� LQ� WKHSURJUDPPH��QRW�D�FDXVH�
7KXV�� WKH� UHVXOWV� VXJJHVW� WKDW� VRFLDO� FDSLWDO� RI� FKLOGUHQ¶V� SDUHQWV� KDYH� LQFUHDVHGDPRQJ� WKH� 06� KRXVHKROGV�� 7KH� 06� SURJUDPPH� KDV� LQWURGXFHG� DGGLWLRQDOLQIRUPDWLRQDO� UHVRXUFHV� LQWR� WKH� PHPEHUV¶� VRFLDO� QHWZRUN�� ZKLFK� LQ� WXUQ� LQFUHDVHVWKHLU�DZDUHQHVV�ZLWK�UHVSHFW�WR�HGXFDWLRQ�
$OVR�� RXU� UHVXOWV� VXJJHVW� WKDW� WKH� SURJUDPPH� PLJKW� UHDFK� EH\RQG� LWV� PHPEHUV� WRLQIOXHQFH�WKH�DWWLWXGHV�RI�QRQ�PHPEHUV�LQ�SURJUDPPH�YLOODJHV�DV�ZHOO��:RPHQ�OLYLQJLQ� D� YLOODJH� RI� FRXUVH� GR� QRW� OLPLW� WKHLU� FRPPXQLFDWLRQ� WR� WKH�06�JURXS�PHPEHUV�'LVFXVVLRQV� DERXW� HGXFDWLRQDO� DWWLWXGHV� DQG� LQIRUPDWLRQ� RQ� WKH� YDOXH� RI� JLUOV¶HGXFDWLRQ� VHHP� WR� UHDFK� RWKHU� ZRPHQ�� HVSHFLDOO\� WKH� DOUHDG\� LQWHUHVWHG�� DV� ZHOO�+RZHYHU��QRQ�SDUWLFLSDWLQJ�ZRPHQ�ZKR� IHHO� HGXFDWLRQ� LV� D�SULYDWH�GHFLVLRQ� WKDW� QRRQH�VKRXOG� LQWHUIHUH�ZLWK�� DUH� OHVV� OLNHO\� WR�EH� LQIOXHQFHG�E\� WKH�SURJUDPPH��DV� WKHDQVZHUV�WR�WKH�ILUVW�WZR�VWDWHPHQWV�LQGLFDWH�
��� 3DUWLFLSDWLRQ�LQ�VFKRRO�DFWLYLWLHV
$W� WKH� FRPPXQLW\� OHYHO�� VRFLDO� FDSLWDO� LV� UHODWHG� WR� WKH� LQYROYHPHQW� DQG� DFWLYHHQJDJHPHQW� RI� FRPPXQLW\� PHPEHUV� LQ� FRPPXQLW\� SURMHFWV�� &RRSHUDWLYH� QRUPVZLWKLQ� D� FRPPXQLW\� JURXS� DQG� LQFUHDVHG� WUXVW� LQGLFDWH� WKH� SUHVHQFH� DQG� H[WHQW� RIVRFLDO�FDSLWDO��$�KLJKHU�VRFLDO�FDSLWDO�LQ�WXUQ�WUDQVODWHV�LQWR�PRUH�FROOHFWLYH�DFWLRQ�DQGFRRSHUDWLYH�EHKDYLRU�
$�ILUVW�RSHUDWLRQDOL]DWLRQ�RI�WKLV�LGHD�LV�UHODWHG�WR�WKH�DFWLYH�SDUWLFLSDWLRQ�RI�SDUHQWV�LQWKH�VFKRROLQJ�RI�WKHLU�FKLOGUHQ��7KH�06�SURJUDPPH�H[SOLFLWO\�VXSSRUWV�WKH�LQFUHDVHGSDUWLFLSDWLRQ� RI� WKH� PHPEHUV� LQ� VFKRRO� PDQDJHPHQW� �VXFK� DV� 9LOODJH� (GXFDWLRQ&RPPLWWHHV� DQG� 3DUHQW� 7HDFKHU� $VVRFLDWLRQV��� 2YHU� WLPH�� WKH� ZRPHQ� JDLQ� VHOI�HVWHHP�DQG�FRQILGHQFH�ZKLFK�PLJKW�FKDQJH�SHUFHSWLRQV�RI� WKH�ZRPHQ¶V�RZQ�UROH� LQWKHLU� FKLOGUHQ¶V� HGXFDWLRQ�� 0RUHRYHU�� DV� WKH� JURXS� JURZV� VWURQJHU�� WKH� PHPEHUVZRXOG� EHFRPH�PRUH� FRQVFLRXV� DERXW� WKH� LPSRUWDQFH� DQG�PRUH� FRQILGHQW� DERXW� WKHUHVXOWV�RI�FRRSHUDWLRQ��7KH�VHW�XS�RI�EDO�MDJ�MDJL��(&'��FHQWHUV�LV�RQH�RI�WKH�H[DPSOHVZKHUH� FRRSHUDWLRQ� RI� WKH� JURXS� LV� WUDQVODWHG� LQWR� VXFFHVVIXO� FROOHFWLYH� DFWLRQ�� $QXPEHU�RI� VWDWHPHQWV� UHODWHG� WR�SDUHQWDO� SDUWLFLSDWLRQ� LQ� HGXFDWLRQ� FDQ� VKHG� IXUWKHU



��

OLJKW� RQ� WKHVH� DVVXPSWLRQV�� 7DEOH� ���� VKRZV� WKH� VWDWHPHQWV� DQG� WKH� DQVZHUV� RI� WKHWKUHH�UHVSRQGHQW�JURXSV�
7DEOH�����3DUHQWDO�LQYROYHPHQW�LQ�HGXFDWLRQ��WKDW�DJUHHV�ZLWK�WKH�IROORZLQJ�VWDWHPHQWV� 06PHPEHUV 1RQ�PHPEHUV &RQWURO
3DUHQWDO�LQYROYHPHQW�LQ�VFKRRO�PDQDJHPHQWD��3DUHQWV�VKRXOG�SDUWLFLSDWH�LQ�WKH�PDQDJHPHQWRI�SULPDU\�VFKRRO ���� ���� ����
E��3DUHQWV�FDQQRW�FKDQJH�WKH�TXDOLW\�RI�SULPDU\VFKRRO ��� ���� ����
3DUHQWDO�SDUWLFLSDWLRQ�LQ�VFKRRO�DFWLYLWLHVF��2QH�RI�PRUH�PHPEHUV�RI�P\�KRXVHKROG�DUHPHPEHU�RI�D�3DUHQW�7HDFKHU�$VVRFLDWLRQ�9LOODJH(GXFDWLRQ�&RPPLWWHH

���� ��� ���
G��2QH�RU�PRUH�PHPEHUV�RI�P\�KRXVHKROG�KDYHSDUWLFLSDWHG�LQ�VFKRRO�DFWLYLWLHV�RYHU�WKH�ODVW\HDU�

���� ���� ����
+RXVHKROG�FRQWULEXWLRQ�WR��SUH��VFKRROFRQVWUXFWLRQH��2QH�RI�PRUH�PHPEHUV�RI�P\�KRXVHKROG�KDYHFRQWULEXWHG�WR�WKH�FRQVWUXFWLRQ�PDLQWHQDQFH�RI�DSULPDU\�VFKRRO

���� ���� ����
I��2QH�RI�PRUH�PHPEHUV�RI�P\�KRXVHKROG�KDYHFRQWULEXWHG�WR�WKH�FRQVWUXFWLRQ�PDLQWHQDQFH�RI�DSUHVFKRRO

���� ��� ���
3DUHQWDO�LQYROYHPHQW�LQ�VFKRRO�PDQDJHPHQW7KH� UHVXOWV� VKRZ� WKDW� DOPRVW� DOO� UHVSRQGHQWV� DJUHH� ZLWK� WKH� QHHG� IRU� SDUHQWDOSDUWLFLSDWLRQ�LQ�WKH�PDQDJHPHQW�RI�VFKRROV��06�PHPEHUV�DUH�HYHQ�PRUH�FRQYLQFHG�RIWKLV� WKDQ�QRQ�SDUWLFLSDQWV�DQG� WKH� FRQWURO�JURXS��7KLV� LV� VLJQLILFDQW� DW� WKH���� OHYHO�6WLOO�� WKH� VWDWHPHQW� FRXOG� DOVR� EH� LQWHUSUHWHG� DV� UHIOHFWLQJ� WKH� UROH� RI� SDUHQWV� LQJHQHUDO�� 7KDW� LV�� D� ODUJH�PDMRULW\� RI� WKH� UHVSRQGHQWV� LV� LQ� IDYRU� RI� SDUWLFLSDWLRQ� RISDUHQWV� LQ� VFKRRO� PDQDJHPHQW�� %XW� WKLV� GRHV� QRW� QHFHVVDULO\� UHIHU� WR� WKHLU� RZQSDUWLFLSDWLRQ�
'HVSLWH�WKLV�VXSSRUW�IRU�WKH�UROH�RI�SDUHQWV�LQ�VFKRRO�PDQDJHPHQW��QRW�DOO�UHVSRQGHQWVDUH�FRQYLQFHG�RI�WKH�HIIHFWLYHQHVV�RI�SDUWLFLSDWLRQ��$PRQJ�WKH�06�PHPEHUV����IHHOVWKDW� SDUHQWV� FDQQRW� FKDQJH� SULPDU\� VFKRRO� TXDOLW\��$PRQJ� WKH� QRQ�SDUWLFLSDQWV� DQGWKH�FRQWURO�JURXS��WKLV�SHUFHQWDJH�UHDFKHV�������DQG�������UHVSHFWLYHO\��7KHVH�ODWWHUWZR�SHUFHQWDJHV�DUH�QRW�VLJQLILFDQWO\�GLIIHUHQW�IURP�HDFK�RWKHU�
3DUWLFLSDWLRQ�LQ�VFKRRO�DFWLYLWLHV:KHUHDV�WKH�SUHYLRXV�VWDWHPHQWV�UHIOHFW�QRUPV�RQ�SDUHQWDO�SDUWLFLSDWLRQ��WKH�QH[W�WZRVWDWHPHQWV� FRQFHUQ� DFWXDO� EHKDYLRU�� 3DUWLFLSDWLRQ� RI� SDUHQWV� LQ� VFKRRO� DFWLYLWLHV� FDQKDYH� WKH� IRUP� RI� SDUWLFLSDWLRQ� LQ� WKH� PDQDJHPHQW� RI� WKH� VFKRRO� WKURXJK� D� 3DUHQW7HDFKHU�$VVRFLDWLRQ��$OVR�� SDUHQWV� FDQ� FRQWULEXWH� WR� VFKRRO� DFWLYLWLHV� UDQJLQJ� IURP



��

VXSSRUW� LQ� WKH� FODVVURRP� WR� WKH� GLVWULEXWLRQ� RI� IRRG��1RWH� WKDW� WKH� VXUYH\� GRHV� QRWGLVWLQJXLVK� EHWZHHQ� SUH�� DQG� SULPDU\� VFKRRO� DFWLYLWLHV� IRU� WKH� ODWWHU� IRUP� RISDUWLFLSDWLRQ�� $JDLQ�� WKH� ILQGLQJV� VKRZ� WKDW� RYHUDOO� 06� PHPEHUV� DUH� PRVW� DFWLYH�0RUHRYHU��QRQ�PHPEHUV�DUH�VLJQLILFDQWO\�PRUH�DFWLYH�WKDQ�WKH�FRQWURO�JURXS�DV�ZHOO�ERWK�ZLWK�UHVSHFW�WR�SDUWLFLSDWLRQ�LQ�37$V�9(&V�DQG�LQ�VFKRRO�DFWLYLWLHV�
(VSHFLDOO\� WKLV� ODWWHU� ILQGLQJ� LV� SURPLVLQJ�� ,W� VXJJHVWV� WKDW� WKH� H[LVWHQFH� RI� WKHSURJUDPPH� VHWV� LQ� PRWLRQ� D� QHZ� PRWLYDWLRQ� IRU� SDUWLFLSDWLRQ� LQ� VFKRRO� DFWLYLWLHVZLWKLQ� WKH� YLOODJH�� 1RQ�PHPEHUV� VHHP� WR� EH� DIIHFWHG� DV� ZHOO� E\� WKLV� LQFUHDVHGSURSHQVLW\� IRU� FRRSHUDWLRQ�� 7KH� PHFKDQLVPV� DUH� QRW� HQWLUHO\� FOHDU�� $� SRWHQWLDOH[SODQDWLRQ�FRXOG�EH�WKDW�JRRG�H[DPSOHV�FUHDWH�IROORZHUV��6HFRQG��WKH�VFKRROV�PLJKWJHW�XVHG�WR�SDUHQWDO�SDUWLFLSDWLRQ�DQG�SURPRWH�WKLV�PRUH�DFWLYHO\��2U�YLOODJH�PHPEHUVPLJKW�VHH� WKH�EHQHILFLDO�HIIHFWV�RI� VPDOO� LQGLYLGXDO�HIIRUWV�RQ� WKH� IXQFWLRQLQJ�RI� WKHVFKRRO� DQG� UHDOL]H� WKH\� FDQ� PDNH� D� FRQWULEXWLRQ� DV� ZHOO�� 5HJDUGOHVV� RI� WKH� H[DFWSURFHVVHV�� LW�VHHPV�YHU\�SODXVLEOH� WKDW� WKH�SUHVHQFH�RI� WKH�SURJUDPPH�KDV� LQFUHDVHGWKH�FRRSHUDWLYH�EHKDYLRU�QRW�RQO\�RI�SURJUDPPH�PHPEHUV�EXW�DOVR�RI�QRQ�PHPEHUV�
7\SH�RI�DFWLYLWLHV)RU� WKRVH� KRXVHKROGV� ZKR� DUH� SDUWLFLSDWLQJ� LQ� VFKRRO� DFWLYLWLHV� �HLWKHU� LQ� SUH�� RUSULPDU\�VFKRRO��� D�PDMRULW\� ��������KHOSV� LQ�PDLQWHQDQFH�� UHSDLU� RU� FRQVWUXFWLRQ�RIWKH�VFKRRO�EXLOGLQJ��$�VHFRQG�PDMRU�DFWLYLW\�LV�KHOSLQJ�ZLWK�HGXFDWLRQDO�DFWLYLWLHV�LQWKH�VFKRRO�SURJUDP�
7KHUH� LV� D� VPDOO� GLIIHUHQFH� LQ� W\SH� RI� DFWLYLWLHV� EHWZHHQ� 06� PHPEHUV� DQG� QRQ�PHPEHUV� LQ� SURJUDPPH� YLOODJHV� �VHH� ILJXUH� ������ 7KH� IRUPHU� JURXS� SDUWLFLSDWHVUHODWLYHO\�PRUH� LQ� LQFUHDVLQJ� HQUROPHQW� DQG� LQ� FDUH�IRRG�DFWLYLWLHV��7KH� ODWWHU� JURXSSDUWLFLSDWHV� UHODWLYHO\� PRUH� LQ� HGXFDWLRQ� DFWLYLWLHV� DQG� FRQVWUXFWLRQ� DFWLYLWLHV�� ,IKRXVHKROGV�LQ�FRQWURO�YLOODJHV�SDUWLFLSDWH�LQ�VFKRRO�DFWLYLWLHV��WKH\�DUH�PRVW� OLNHO\�WRKHOS� LQ� PDLQWHQDQFH� DQG� FRQVWUXFWLRQ� �H�J�� FRQVWUXFWLRQ� RI� D� IHQFH� RU� ODWULQHV�UHSDLULQJ�WKH�URRI��UHILOOLQJ�WKH�KROHV�LQ�WKH�VFKRRO\DUG�DIWHU�D�IORRG��
)LJXUH�����3DUHQWDO�SDUWLFLSDWLRQ�LQ�VFKRRO��7\SH�RI�DFWLYLWLHV

�� ��� ����
&RQWUROJURXS

1RQ�06PHPEHUV
06PHPEHUV

,QFUHDVH�HQUROOPHQW���UHGXFH�GURSRXW7HDFKLQJ�LQ�SUH��RU�SULPDU\�VFKRRO
+HOS�ZLWK�HGXFDWLRQ�DFWLYLWLHV
3UHSDUH�IRRG���GLVWULEXWH�JUDLQV��SURYLGH�FDUH�DQG�WUDQVSRUW+HOS�LQ�PDLQWHQDQFH���UHQRYDWLRQ��FRQVWUXFWLRQ+HOS���GRQDWH�IRU�IHVWLYDOV
2WKHU
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&RQWULEXWLRQ�WR��SUH��VFKRRO�FRQVWUXFWLRQ)LQDOO\��ZH�DVNHG�UHVSRQGHQWV�DERXW� WKH�FRQWULEXWLRQ�RI� WKHLU�KRXVHKROG�PHPEHUV� WRWKH�FRQVWUXFWLRQ�RI� VFKRROV�DQG�SUHVFKRROV�ZLWKLQ� WKH� FRPPXQLW\��7KLV� FRQWULEXWLRQFDQ�EH�LQ�WHUPV�RI�PRQH\�RU�LQ�NLQG��PDWHULDOV��EXW�JHQHUDOO\�FRQFHUQV�ODERU�HIIRUWV�06�PHPEHUV�DUH�VXEVWDQWLDOO\�PRUH�OLNHO\�WR�FRQWULEXWH�WR�WKHVH�FRPPXQLW\�SURMHFWV�VHH�7DEOH�������$ERXW�KDOI�RI�WKHP�KDYH�SDUWLFLSDWHG�LQ�WKH�FRQVWUXFWLRQ�RI�D�VFKRRO��������RU�RI�D�SUHVFKRRO���������
1RQ�PHPEHUV�DUH�PRUH�OLNHO\�WR�SDUWLFLSDWH�WKDQ�FRQWURO�KRXVHKROGV��&RPSDUHG�WR�WKHFRQWURO� JURXS�� QRQ�PHPEHUV� IURP� SURJUDPPH� YLOODJHV� DUH� WZLFH� DV� OLNHO\� WRFRQWULEXWH�WR�VFKRRO�FRQVWUXFWLRQ��������YHUVXV���������1RWH�WKDW�WKHLU�SDUWLFLSDWLRQLQ�WKH�FRQVWUXFWLRQ�RI�SUHVFKRROV�UHPDLQV�ORZ��DOEHLW�VLJQLILFDQWO\�KLJKHU�WKDQ�IRU�WKHFRQWURO�JURXS�
7KH� LQFUHDVHG� FRRSHUDWLRQ� GRHV� QRW� OLPLW� LWVHOI� WR� VFKRRO� UHODWHG� DFWLYLWLHV�� :KHQDVNHG�DERXW�WKH�FRQWULEXWLRQ�WR�RWKHU�SURMHFWV��VXFK�DV�WKH�FRQVWUXFWLRQ�DQG�UHSDLULQJRI� URDGV��EULGJHV��GLNHV��KDQG�SXPSV�RU� WHPSOHV�� D� VLPLODU� SDWWHUQ� UHYHDOV� LWVHOI��2QDYHUDJH��WKH�06�KRXVHKROGV�KDYH�FRQWULEXWHG�WR�VXFK�FRQVWUXFWLRQ�SURMHFWV������WLPHVRYHU�WKH�ODVW�\HDU��7KH�QRQ�PHPEHU�KRXVHKROGV�LQ�06�YLOODJHV�KDYH�FRQWULEXWHG�����WLPHV��7KH�FRQWURO�JURXS�KDV�FRQWULEXWHG�RQO\������WLPHV�WR�VXFK�FRPPXQLW\�SURMHFWV�7KH� GLIIHUHQFHV� DUH� VLJQLILFDQW� DW� WKH� ��� RU� ��� HUURU� OHYHO�� 6LQFH� WKHVH� DFWLYLWLHVEHQHILW� WKH� HQWLUH� FRPPXQLW\�� WKH� VSLOORYHU� HIIHFWV� RI� WKH� 0DKLOD� 6DPDNK\DSURJUDPPH�RQ�WKH�UHVW�RI�WKH�FRPPXQLW\�DUH�SRWHQWLDOO\�ODUJH�
'LIIHUHQFHV�EHWZHHQ�WKH�GLVWULFWV$�ILQDO�UHPDUN�FRQFHUQV�WKH�GLIIHUHQFHV�EHWZHHQ�WKH�GLVWULFWV��:LWKLQ�DOO�GLVWULFWV��06PHPEHUV� DUH�PRVW� RULHQWHG� WRZDUGV� FROOHFWLYH� DFWLRQ� DQG� WKH� FRQWURO� JURXS� LV� OHDVWOLNHO\� WR� SDUWLFLSDWH��+RZHYHU�� RYHUDOO� 6LWDPDUKL� KRXVHKROGV� DUH�PXFK�PRUH� DFWLYH�7KH�6LWDPDUKL�06�PHPEHUV��QRQ�PHPEHUV�DQG�FRQWURO�KRXVHKROGV�KDYH�SDUWLFLSDWHGWR� FRPPXQLW\� �FRQVWUXFWLRQ�� SURMHFWV� RQ� DYHUDJH� ������ ������ DQG� ����� WLPHVUHVSHFWLYHO\�� 0X]DIIDUSXU� FRPHV� VHFRQG� ZLWK� ������ ����� DQG� ����� DYHUDJHFRQWULEXWLRQV�UHVSHFWLYHO\��'DUEKDQJD�LV� OHDVW�FRRSHUDWLYH�DV�D�GLVWULFW�ZLWK�DYHUDJHVRI������������DQG������IRU�WKH�WKUHH�UHVSHFWLYH�JURXSV�
7KH�0DKLOD�6DPDNK\D�SURMHFW�LQ�'DUEKDQJD�KDV�EHHQ�DFWLYH�VLQFH�RQO\�D�IHZ�\HDUV�7KLV�PLJKW�H[SODLQ�WKH�ORZ�SURSHQVLW\�WR�FRQWULEXWH�WR�FROOHFWLYH�DFWLRQ�LQ�WKLV�GLVWULFW�+RZHYHU�� WKH� ORZ�DYHUDJH� IRU� WKH� FRQWURO� JURXS� LQGLFDWHV� WKDW� SDUW� RI� LW�PLJKW� EH� DGLVWULFW�IHDWXUH��1RW�FOHDU�LV�WKH�UHDVRQ�IRU�WKLV�ORZ�FRRSHUDWLYH�EHKDYLRU��1RU�GR�ZHKDYH� D� FOHDU� H[SODQDWLRQ� IRU� WKH� YHU\� KLJK� FRRSHUDWLRQ� LQ� 6LWDPDUKL�� DOWKRXJK�06SURJUDPPH� RIILFHUV� VXJJHVWHG� WKDW� 6LWDPDUKL� PLJKW� EH� SRVLWLYHO\� LQIOXHQFHG� E\QHLJKERULQJ�1HSDO�� ZKHUH� WKH� SRSXODWLRQ�ZRXOG� EH�PRUH� JHDUHG� WRZDUGV� FROOHFWLYHDFWLRQ�WKDQ�WKH�SRSXODWLRQ�LQ�%LKDU�
&RQFOXVLRQ7KH�HYLGHQFH�RQ�SDUHQWDO�DWWLWXGHV�DQG�EHKDYLRU�OHDGV�WR�WKUHH�VHSDUDWH�ILQGLQJV��)LUVW�WKH� UHVXOWV� VXJJHVW� WKDW� WKH� 06� SURJUDPPH� SRVLWLYHO\� DIIHFWV� WKH� VRFLDO� FDSLWDODYDLODEOH� WR� FKLOGUHQ� IURP� SDUWLFLSDWLQJ� IDPLOLHV�� 7ZR� SDWKZD\V� ZHUH� LQYHVWLJDWHG�LQFUHDVHG�LQIRUPDWLRQ�DQG�LQFUHDVHG�ZLOOLQJQHVV�WR�FRRSHUDWH�



��

7KH�HYLGHQFH� VXJJHVWV� WKDW� WKH�SURJUDPPH� LQWURGXFHV� DGGLWLRQDO� LQIRUPDWLRQ�RQ� WKHYDOXH� RI� HGXFDWLRQ� DQG� WKHUHE\� UDLVHV� DZDUHQHVV� DPRQJ� SURJUDPPH� PHPEHUV�:RPHQ� WKDW� DUH� PHPEHU� RI� WKH� SURJUDPPH� GLVDJUHH� VLJQLILFDQWO\� PRUH� RIWHQ� WKDWVFKRROLQJ�LV�D�SULYDWH�IDPLO\�LVVXH�DV�FRPSDUHG�WR�QRQ�PHPEHUV��7KH\�YDOXH��JLUOV¶�HGXFDWLRQ� VLJQLILFDQWO\� PRUH� DQG� WKH\� DUH� PRUH� DZDUH� RI� WKH� LPSRUWDQFH� RIDSSURSULDWH��SOD\�RULHQWHG�FKLOG�GHYHORSPHQW�WKDQ�QRQ�PHPEHUV�
7KH� UHVXOWV� DOVR� VKRZ� WKDW� SDUWLFLSDWLRQ� LQ� WKH� SURJUDPPH� LV� UHODWHG� WR� LQFUHDVHGSDUHQWDO� SDUWLFLSDWLRQ� LQ� VFKRRO� PDQDJHPHQW� DQG� VFKRRO� DFWLYLWLHV�� 0RUHRYHU�� WKHKLJKHU�ZLOOLQJQHVV� WR� FRQWULEXWH� WR� VFKRRO� FRQVWUXFWLRQ� LQ�06�YLOODJHV� LQFUHDVHV� WKHQXPEHU�RI�SUHVFKRROV�VXEVWDQWLDOO\�
6HFRQG�� WKH� UHVXOWV� VWURQJO\� VXJJHVW� D� VSLOORYHU� HIIHFW� RI� WKH� SURJUDPPH� RQ� QRQ�PHPEHUV��$V�FRPSDUHG�WR�WKH�FRQWURO�JURXS��QRQ�SDUWLFLSDQWV�LQ�SURJUDPPH�YLOODJHVDUH�VLJQLILFDQWO\�PRUH�DZDUH�RI� WKH�YDOXH�RI�HGXFDWLRQ�RQ�D�QXPEHU�RI� LVVXHV��$OVR�QRQ�SDUWLFLSDWLQJ�KRXVHKROGV� LQ�SURJUDPPH�YLOODJHV�FRQWULEXWH� VLJQLILFDQWO\�PRUH� WRVFKRRO�PDQDJHPHQW�� VFKRRO� DFWLYLWLHV�DQG�VFKRRO�FRQVWUXFWLRQ�� ,W� VHHPV� WKDW� WKHUH� LVVRPH�XQWDSSHG�SRWHQWLDO� LQ� WKH�YLOODJHV� IRU�FROOHFWLYH�DFWLRQ��ZKLFK� LV�VWLPXODWHG�E\WKH�06�SURJUDPPH�
$�WKLUG�ILQGLQJ�FRQFHUQV�WKH�GLIIHUHQFHV�EHWZHHQ�WKH�GLVWULFWV��HVSHFLDOO\�ZLWK�UHVSHFWWR� FROOHFWLYH� DFWLRQ�� 2YHUDOO� 6LWDPDUKL� VFRUHV� PXFK� KLJKHU� DQG� 'DUEKDQJD� VFRUHVVLJQLILFDQWO\�ORZHU�WKDQ�0X]DIIDUSXU��+RZHYHU��WKH�UHDVRQV�IRU�WKHVH�GLIIHUHQFHV�DUHQRW�FOHDU�



��

�� 3UHVFKRRO�DQG�SULPDU\�VFKRRO�HQUROPHQW
,Q� WKH� SUHYLRXV� FKDSWHU� ZH� VKRZHG� WKH� SRWHQWLDOO\� ODUJH� FRUUHODWLRQ� EHWZHHQ� WKH0DKLOD�6DPDNK\D�SURJUDPPH�DQG� WKH� DWWLWXGHV�DQG�FRRSHUDWLYH�EHKDYLRU�RI�SDUHQWVOLYLQJ� LQ�SURJUDPPH�YLOODJHV�� )LUVW�� WKH�SURJUDPPH�PHPEHUV� DUH� VLJQLILFDQWO\�PRUHDZDUH� RI� WKH� YDOXH� RI� HGXFDWLRQ� WKDQ� QRQ�PHPEHUV� LQ� WKHLU� YLOODJHV�� DQG� DUHVLJQLILFDQWO\�PRUH� OLNHO\� WR� SDUWLFLSDWH� LQ� DFWLYLWLHV�� VFKRRO� FRQVWUXFWLRQ� DQG� VFKRROPDQDJHPHQW�� 6HFRQG�� VLPLODU� SDWWHUQV� UHYHDO� WKHPVHOYHV� IRU� QRQ�PHPEHUV� OLYLQJ� LQSURJUDPPH�YLOODJHV�DV�FRPSDUHG�ZLWK� WKH�FRQWURO�JURXS��$OWKRXJK� WKH�GLIIHUHQFH� LQDWWLWXGHV�DQG�EHKDYLRU�EHWZHHQ�QRQ�PHPEHUV�LQ�06�YLOODJHV�DQG�WKH�FRQWURO�JURXS�LVQRW� DV� ODUJH� DV� WKH� GLIIHUHQFH� EHWZHHQ� PHPEHUV� DQG� WKH� FRQWURO� JURXS�� LW� LVQRQHWKHOHVV�VXEVWDQWLDO�IRU�D�QXPEHU�RI�DVSHFWV�
,Q� WKLV� FKDSWHU� ZH� ZLOO� IRFXV� RQ� WKH� UHODWLRQVKLS� EHWZHHQ� WKH� SURJUDPPH� DQGHGXFDWLRQDO� RXWFRPHV�� :H� ZRXOG� H[SHFW� WKH� LQFUHDVHG� DZDUHQHVV� DQG� LQFUHDVHGSDUWLFLSDWLRQ� WR� WUDQVODWH� LQWR� LPSURYHG� FKLOG� RXWFRPHV�� ,Q� SDUWLFXODU�� ZH� ZRXOGH[SHFW�HQUROPHQW�LQ�ERWK�SUH��DQG�SULPDU\�VFKRRO�WR�EH�ODUJHU�LQ�SURJUDPPH�YLOODJHVEHFDXVH�SDUHQWV�YDOXH�WKH�EHQHILWV�RI�HGXFDWLRQ�PRUH��:LWKLQ�SURJUDPPH�YLOODJHV��ZHZRXOG�H[SHFW�HQUROPHQW�WR�EH�ODUJHU�DPRQJ�FKLOGUHQ�IURP�06�KRXVHKROGV�WKDQ�IURPQRQ�SDUWLFLSDWLQJ� KRXVHKROGV�� 6HFRQG�� WKH� SUHVHQFH� RI� WKH� SURJUDPPH� LQFUHDVHV� WKHOLNHOLKRRG�RI�SUHVFKRRO�FRQVWUXFWLRQ��WKH�EDO� MDJ� MDJL�FHQWHUV��� DQG� WKH�SUHVHQFH�RI�DSUHVFKRRO� LV� D�QHFHVVDU\� FRQGLWLRQ� IRU� HQUROPHQW� �DOWKRXJK� SDUHQWV� FRXOG� VHQG� WKHLUFKLOGUHQ�WR�D�SUHVFKRRO�LQ�D�QHDUE\�YLOODJH���$JDLQ��WKLV�VXJJHVWV�D�SRVLWLYH�FRUUHODWLRQEHWZHHQ�WKH�SUHVHQFH�RI�WKH�SURJUDPPH�DQG�SUHVFKRRO�HQUROPHQW�
��� 0HWKRGRORJ\7KLV� FKDSWHU� ORRNV� ILUVW� DW� WKH� UHODWLRQVKLS� EHWZHHQ� WKH� SURJUDPPH� DQG� SUHVFKRROHQUROPHQW�� 6HFRQG�� LW� ZLOO� DQDO\]H� WKH� UHODWLRQVKLS� EHWZHHQ� WKH� SURJUDPPH� DQGSULPDU\�PLGGOH�VFKRRO�HQUROPHQW��:H�ZLOO�VWDUW�ERWK�SDUWV�ZLWK�D�GHVFULSWLYH�DQDO\VLVRI�WKH�HQUROPHQW�GLIIHUHQFHV�EHWZHHQ�WKH�06�PHPEHUV��QRQ�PHPEHUV�LQ�SURJUDPPHYLOODJHV�DQG�WKH�FRQWURO�JURXS��$OVR��ZH�ZLOO�ORRN�DW�WKH�GLIIHUHQFHV�EHWZHHQ�GLVWULFWV�
$OWKRXJK�GHVFULSWLYH�WDEXODWLRQV�FDQ�JLYH�XV�D�ILUVW�LPSUHVVLRQ�RI�FRUUHODWLRQV��WKH\�GRQRW�WDNH�LQWR�DFFRXQW�RWKHU�FRQIRXQGLQJ�IDFWRUV��)RU�H[DPSOH�� WKH�SDUWLFLSDQWV� LQ� WKHSURJUDPPH� EHORQJ� VLJQLILFDQWO\� PRUH� RIWHQ� WR� 6FKHGXOHG� &DVWHV� WKDQ� QRQ�SDUWLFLSDQWV��6LQFH�6&�67�FKLOGUHQ�DUH�JHQHUDOO\� OHVV� OLNHO\�WR�JR�WR�VFKRRO�� WKLV�ZLOOLQIOXHQFH� WKH� GLIIHUHQFH� LQ� HQUROOPHQW� EHWZHHQ� 06� DQG� QRQ�06� FKLOGUHQ�� 7RLQYHVWLJDWH� WKH� UHODWLRQVKLS� EHWZHHQ� 0DKLOD� 6DPDNK\D� DQG� HQUROPHQW� ZH� ZLOOHFRQRPHWULFDOO\� DQDO\]H� WKH� OLNHOLKRRG� RI� SUH�� DQG� SULPDU\� HQUROPHQW� EDVHG� RQ� DORJLVWLF�PD[LPXP�OLNHOLKRRG�HVWLPDWLRQ��7KLV�DOORZV�XV�WR�FRQWURO�IRU�FKDUDFWHULVWLFVXQUHODWHG�WR�WKH�SURJUDPPH�
7KH� FRQWURO� YDULDEOHV� FRQFHUQ� WKUHH� JURXSV� RI� YDULDEOHV�� FKLOG� FKDUDFWHULVWLFV�KRXVHKROG�FKDUDFWHULVWLFV�DQG�FRPPXQLW\�FKDUDFWHULVWLFV��7KH�FKLOG�YDULDEOHV�DUH�VH[�DJH� DQG� SUHYLRXV� SUHVFKRRO� HQUROPHQW� LQ� WKH� HVWLPDWLRQ� RI� VFKRRO� HQUROPHQW�� 7KHKRXVHKROG� FKDUDFWHULVWLFV� DUH� FDVWH� DQG� UHOLJLRQ� RI� WKH� KRXVHKROG�� WKH� KLJKHVWHGXFDWLRQ�OHYHO�LQ�WKH�KRXVHKROG��WKH�KLJKHVW�IHPDOH�HGXFDWLRQ�OHYHO�LQ�WKH�KRXVHKROG�D�SUR[\� IRU�PRWKHU¶V� HGXFDWLRQ��� D� SRYHUW\�PHDVXUH�� VH[�RI� WKH�KHDG�RI�KRXVHKROG�KRXVHKROG� VL]H� DQG� FKLOG� GHSHQGHQF\� UDWLR�� 7KH� FRPPXQLW\� YDULDEOHV� FRQVLVW� RI
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GXPPLHV� IRU� WKH� 6LWDPDUKL� DQG� 'DUEKDQJD� GLVWULFWV� �ZLWK� 0X]DIIDUSXU� DV� WKHUHIHUHQFH�GLVWULFW���DQG�WKH�QXPEHU�RI�SUHVFKRROV�SULPDU\�VFKRROV� LQ� WKH�FRPPXQLW\�$�GHWDLOHG�GHVFULSWLRQ�RI�WKH�YDULDEOHV�LV�JLYHQ�LQ�$QQH[���
��� 3UHVFKRRO�HQUROOPHQW
'HVFULSWLYH�DQDO\VLV�RI�SUHVFKRRO�HQUROPHQW,Q�WKH�VWXG\�DUHD��VHYHUDO�LQVWLWXWLRQV�DQG�RUJDQL]DWLRQV�UXQ�SUHVFKRROV��$�QXPEHU�RISUHVFKRROV� DUH� (DUO\�&KLOGKRRG�(GXFDWLRQ� FHQWHUV� RSHUDWHG� E\� WKH�%LKDU� (GXFDWLRQ3URMHFW���7KH�,&'6��,QWHJUDWHG�&KLOG�'HYHORSPHQW�6HUYLFHV��VFKHPH�RI�WKH�0LQLVWU\RI� :RPHQ� DQG� &KLOG� 'HYHORSPHQW� RSHUDWHV� D� QXPEHU� RI� VR�FDOOHG� $QJDQZDGLFHQWHUV�� )LQDOO\�� LQ� D� FRQVLGHUDEOH� QXPEHU� RI� YLOODJHV� WKH� ZRPHQ¶V� JURXSV� KDYHRUJDQL]HG�WR�VHW�XS�D�SUHVFKRRO��WKH�EDO�MDJ�MDJL�FHQWHU��7KH�DYDLODELOLW\�RI�D�SUHVFKRROLQ�WKH�FRPPXQLW\�LV�SRVLWLYHO\�FRUUHODWHG�ZLWK�WKH�SUHVHQFH�RI�WKH�SURJUDPPH��2YHUDOOWKHUH�DUH�VXEVWDQWLDOO\�PRUH�SUHVFKRROV�LQ�06�YLOODJHV�WKDQ�LQ�WKH�FRQWURO�YLOODJHV�
)LJXUH�����JLYHV�XV�D�ILUVW�LPSUHVVLRQ�RI�SUHVFKRRO�HQUROPHQW�E\�DJH��,W�UHSUHVHQWV�WKHSHUFHQWDJH�RI�FKLOGUHQ�DJHG���WR���\HDUV�ROG�WKDW�GR�RU�GLG�JR�WR�SUHVFKRRO��3DUW�RI�WKHVL[�\HDU�ROGV�LV�SUREDEO\�HQUROOHG�LQ�SULPDU\�VFKRRO�DOUHDG\��)RU�HDFK�DJH�JURXS��ZHVHH�WKDW�06�PHPEHUV�VHQG�WKHLU�FKLOGUHQ�WR�SUHVFKRRO�FRQVLGHUDEO\�PRUH�RIWHQ�WKDQQRQ�SDUWLFLSDQWV�IURP�WKH�SURJUDPPH�YLOODJHV��$OVR��QRQ�SDUWLFLSDQWV�IURP�06YLOODJHV�VHQG�WKHLU�FKLOGUHQ�VLJQLILFDQWO\�PRUH�RIWHQ�WR�SUHVFKRRO�WKDQ�SDUHQWV�IURPFRQWURO�YLOODJHV��7KHVH�GLIIHUHQFHV�DUH�VLJQLILFDQW�DW�WKH����HUURU�OHYHO�
$W�WKH�DJH�RI����DERXW�RQH�WKLUG���������RI�06�FKLOGUHQ�LV�HQUROOHG�LQ�SUHVFKRROFRPSDUHG�WR�OHVV�WKDQ�RQH�ILIWK���������RI�FKLOGUHQ�IURP�QRQ�PHPEHUV�DQG�RQHWZHQWLHWK��������RI�FKLOGUHQ�LQ�WKH�FRQWURO�YLOODJHV��$W�WKH�DJH�RI����DOPRVW�KDOI��������RI�DOO�06�FKLOGUHQ�LV�HQUROOHG�LQ�SUHVFKRRO�YHUVXV�RQH�TXDUWHU���������RIFKLOGUHQ�IURP�QRQ�PHPEHUV�DQG�RQH�WHQWK���������RI�FKLOGUHQ�LQ�WKH�FRQWURO�JURXS�
)LJXUH�����3UHVFKRRO�HQUROPHQW�E\�DJH
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$QRWKHU�QRWLFHDEOH�GLIIHUHQFH�UHYHDOV�LWVHOI�EHWZHHQ�WKH�GLVWULFWV��VHH�)LJXUH�������7KHJHQHUDO�SDWWHUQ�RI�PHPEHUV��QRQ�PHPEHUV�DQG�FRQWURO�KRXVHKROGV�LV�UHSHDWHG�ZLWKLQHDFK�GLVWULFW��+RZHYHU��SUHVFKRRO�HQUROPHQW�LQ�6LWDPDUKL�LV�PXFK�ODUJHU�RYHUDOO�WKDQLQ� 0X]DIIDUSXU�� ZKLFK� LQ� WXUQ� LV� PXFK� ODUJHU� WKDQ� LQ� 'DUEKDQJD�� 7KH� GLIIHUHQFHVEHWZHHQ�GLVWULFWV�DUH�KLJKO\�VLJQLILFDQW�IRU�06�PHPEHUV�DQG�IRU�QRQ�PHPEHUV��,Q�WKHDJH���JURXS��6LWDPDUKL�VKRZV�D�SUHVFKRRO�HQUROPHQW�DPRQJ�06�KRXVHKROGV�RI�������YHUVXV�������LQ�0X]DIIDUSXU�06�IDPLOLHV�DQG�������LQ�'DUEKDQJD�06�IDPLOLHV�� ,QWKDW� VDPH� DJH� JURXS� EXW� IRFXVLQJ� RQ� QRQ�SDUWLFLSDWLQJ� IDPLOLHV� LQ�06� YLOODJHV��ZHILQG�D�SUHVFKRRO�HQUROPHQW�RI�������LQ�6LWDPDUKL��������LQ�0X]DIIDUSXU�DQG������LQ�'DUEKDQJD�� )RU� WKH� FRQWURO� JURXS� RQ� WKH� RWKHU� KDQG�� WKH� GLIIHUHQFH� EHWZHHQ� WKHGLVWULFWV��DOWKRXJK�SUHVHQW��LV�QRW�VLJQLILFDQW�
7KH�IDFW�WKDW�FRQWURO�YLOODJHV�KDYH�DFFHVV�WR�FRQVLGHUDEO\�OHVV�SUHVFKRRO�IDFLOLWLHV�WKDQSURJUDPPH� YLOODJHV� LV� OLNHO\� WR� SOD\� DQ� LPSRUWDQW� UROH� ZLWK� UHVSHFW� WR� WKH� ORZHQUROPHQW� LQ�'DUEKDQJD�� ,Q�'DUEKDQJD�� WKH�SURJUDPPH�KDV�EHHQ� DFWLYH� VLQFH� D� IHZ\HDUV�RQO\��DQG�WKH�QXPEHU�RI�EDO�MDJ�MDJL�FHQWHUV�LQ�06�YLOODJHV�LV�VWLOO�OLPLWHG�ZLWKRQO\����FHQWHUV� LQ�0DUFK������ �0DKLOD�6DPDNK\D�������� ,W� LV� OLNHO\� WKDW�RYHU� WLPH�ZKHQ�WKH�QXPEHU�RI�EDO�MDJ�MDJL�FHQWHUV�LQFUHDVHV��SUHVFKRRO�HQUROPHQW�LQ�'DUEKDQJDZLOO� LQFUHDVH� DV�ZHOO��+RZHYHU�� ERWK� LQ�0X]DIIDUSXU� DQG� 6LWDPDUKL� WKH�06� JURXSVKDYH�FRQVWUXFWHG�PRUH�WKDQ�����EDO�MDJ�MDJL�FHQWHUV��,W�LV�QRW�FOHDU�ZK\�0X]DIIDUSXUFKLOGUHQ�LQ�06�YLOODJHV�DUH�HQUROOHG�OHVV�RIWHQ�WKDQ�6LWDPDUKL�FKLOGUHQ��7KLV�PLJKW�EHD�GLIIHUHQFH�LQ�RWKHU�YDULDEOHV�VXFK�DV�FKLOG�RU�KRXVHKROG�FKDUDFWHULVWLFV�)LJXUH�����3UHVFKRRO�HQUROPHQW�DW�DJH���E\�GLVWULFW

(FRQRPHWULF�DQDO\VLV�RI�SUHVFKRRO�HQUROPHQW7R�GLVHQWDQJOH�WKH�YDULRXV�IDFWRUV��ZH�LQWURGXFH�D�ORJLVWLF�HVWLPDWLRQ�RI�WKH�OLNHOLKRRGRI� HQUROPHQW� LQ� SUHVFKRRO� DQG� LQFOXGH� FRQWURO� YDULDEOHV� IRU� FKLOG�� KRXVHKROG� DQGFRPPXQLW\�FKDUDFWHULVWLFV�DV�OLVWHG�LQ�WKH�PHWKRGRORJ\�SDUDJUDSK��7KH�UHVXOWV�RI�WKHHVWLPDWLRQ�DUH�SUHVHQWHG�LQ�$QQH[����:H�ILUVW�XVH�DOO�FRQWURO�YDULDEOHV�LQ�WKH�FRPSOHWHHVWLPDWLRQ�RI�SUHVFKRRO�HQUROPHQW��6XUSULVLQJO\��QRQH�RI�WKH�KRXVHKROG�FKDUDFWHULVWLFVLV�VLJQLILFDQW�DW�WKH�����HUURU�OHYHO�
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7KH� SUHIHUUHG� HVWLPDWLRQ� LV� IRXQG� DIWHU� GURSSLQJ� DOO� �LQGLYLGXDOO\� DQG� MRLQWO\�LQVLJQLILFDQW� YDULDEOHV� �VHH� WKH� IRXUWK� FROXPQ�RI� WKH� WDEOH� LQ�$QQH[� ���� /HW� XV� ILUVWFRQVLGHU� WKH�EDVLF� FKLOG� FKDUDFWHULVWLFV��$OWKRXJK� WKH� VLJQ�RI� WKH� FRHIILFLHQW� IRU� VH[VXJJHVWV� WKDW� JLUOV� DUH� VRPHZKDW� OHVV� OLNHO\� WR� EH� HQUROOHG�� WKH� FRHIILFLHQW� LV� QRWVLJQLILFDQW��:LWKLQ�WKH���WR���\HDU�ROG�DJH�JURXS��WKH�ROGHU�FKLOGUHQ�DUH�VLJQLILFDQWO\PRUH�OLNHO\�WR�EH��RU�KDYH�EHHQ��HQUROOHG��7KLV�LV�QRW�VXUSULVLQJ�VLQFH�HQUROPHQW�DW�WKHDJH�RI���LV�JHQHUDOO\�OHVV�OLNHO\�WKDQ�DW�DQ�ROGHU�DJH�
7KH�KRXVHKROG�FKDUDFWHULVWLFV�DUH�PRVWO\� LQVLJQLILFDQW�DQG� WKXV�GURSSHG��7KLV� UHIHUVWKH� FDVWH� GXPPLHV�� HGXFDWLRQ� LQ� WKH� IDPLO\�� KRXVHKROG� SRYHUW\� DQG� KRXVHKROGVL]H�VWUXFWXUH��7KH�RQO\� H[FHSWLRQ� LV� WKH� UHOLJLRQ�RI� WKH�KRXVHKROG��0XVOLP�FKLOGUHQDUH�VLJQLILFDQWO\�OHVV�OLNHO\�WR�EH�HQUROOHG�LQ�SUHVFKRRO�WKDQ�WKHLU�+LQGX�FRXQWHUSDUWV�7KLV�PLJKW�FDSWXUH�D�FXOWXUDO�GLIIHUHQFH�ZLWK�0XVOLP�IDPLOLHV�JHQHUDOO\�OHVV�OLNHO\�WRVHQG�WKHLU�FKLOG�WR�SUHVFKRRO�
7KH�QXPEHU�RI�SUHVFKRROV�LQ�D�FRPPXQLW\�LV�VWURQJO\�DQG�VLJQLILFDQWO\�UHODWHG�WR�WKHOLNHOLKRRG� RI� HQUROPHQW�� ,Q� SDUWLFXODU�� DQ� DGGLWLRQDO� SUHVFKRRO� DOPRVW� GRXEOHV� WKHOLNHOLKRRG�RI�HQUROPHQW�LQ�SUHVFKRRO�RI�WKH�DYHUDJH�FKLOG�LQ�WKH�YLOODJH���,I�ZH�LQFOXGHWKH�QXPEHU�RI�SUHVFKRROV�LQ�WKH�HVWLPDWLRQ��WKH�FRHIILFLHQW�IRU�WKH�'DUEKDQJD�GXPP\EHFRPHV�LQVLJQLILFDQW��$V�ZH�VXVSHFWHG�LQ�WKH�GHVFULSWLYH�DQDO\VLV��WKLV�VXJJHVWV�WKDWWKH� GLIIHUHQFH� EHWZHHQ� WKH� UHIHUHQFH� GLVWULFW� 0X]DIIDUSXU� DQG� 'DUEKDQJD� FDQ� EHH[SODLQHG� HQWLUHO\� E\� WKH� RWKHU� YDULDEOHV� LQ� WKH� HVWLPDWLRQ�� HVSHFLDOO\� WKH� SUHVFKRROYDULDEOH��+RZHYHU��WKH�6LWDPDUKL�GXPP\�LV�VWLOO�KLJKO\�VLJQLILFDQW��+ROGLQJ�DOO�RWKHUYDULDEOHV� FRQVWDQW�� D� FKLOG� LQ� 6LWDPDUKL� LV� VWLOO� VXEVWDQWLDOO\� PRUH� OLNHO\� WR� JR� WRSUHVFKRRO� WKDQ�FKLOGUHQ� OLYLQJ� LQ� WKH�RWKHU� WZR�GLVWULFWV�XQGHU� VWXG\��7KH� UHDVRQ� IRUWKLV�GLIIHUHQFH�LV�QRW�FOHDU�
)LQDOO\��WKH�WZR�SURJUDPPH�GXPPLHV�DUH�ERWK�KLJKO\�VLJQLILFDQW��7KDW�LV��HYHQ�LI�ZHWDNH� LQWR� DFFRXQW� GLIIHUHQFHV� LQ� WKH� FKLOG�� KRXVHKROG� DQG� FRPPXQLW\� YDULDEOHV�FKLOGUHQ�OLYLQJ�LQ�0DKLOD�6DPDNK\D�YLOODJHV�DUH�VLJQLILFDQWO\�DQG�VXEVWDQWLDOO\�PRUHOLNHO\�WR�EH�HQUROOHG�WKDQ�FKLOGUHQ�LQ�FRQWURO�YLOODJHV��2Q�WRS�RI� WKDW�DQG�WDNLQJ�LQWRDFFRXQW�WKH�YLOODJH�HIIHFW��FKLOGUHQ�IURP�SDUWLFLSDWLQJ�IDPLOLHV�DUH�VLJQLILFDQWO\�PRUHOLNHO\�WR�EH�HQUROOHG�LQ�SUHVFKRRO�WKDQ�FKLOGUHQ�IURP�QRQ�SDUWLFLSDWLQJ�IDPLOLHV��:LWKUHVSHFW� WR� WKLV� ODWWHU� ILQGLQJ��ZH� UHPDUN� WKDW� WKH�DQDO\VLV�GRHV�QRW� WDNH� LQWR�DFFRXQWSRWHQWLDO�GLIIHUHQFHV� LQ�PRWLYDWLRQ�SULRU� WR� WKH�SURJUDPPH��7KHVH�GLIIHUHQFHV�PLJKWH[SODLQ� SDUW� RI� WKH� GLIIHUHQFHV� LQ� HQUROPHQW� EHWZHHQ� 06� DQG� QRQ�06� IDPLOLHV�+RZHYHU�� DV� DUJXHG� EHIRUH�� JLYHQ� WKH� HIIRUWV� QHFHVVDU\� WR� PRWLYDWH� ZRPHQ� WRSDUWLFLSDWH��WKLV�HIIHFW�LV�OLNHO\�WR�EH�OLPLWHG�
&RQFOXVLRQ,W�VHHPV�YHU\�SODXVLEOH�WR�FRQFOXGH�WKDW�WKH�0DKLOD�6DPDNK\D�SURJUDPPH�FDQ�KDYH�DVLJQLILFDQW� HIIHFW� RQ� SUHVFKRRO� HQUROPHQW�� )LUVW� RI� DOO�� WKH� SURJUDPPH� HQKDQFHVFROOHFWLYH� DFWLRQ� LQ� WKH� FRPPXQLW\� DQG� FRRSHUDWLRQ� WR� FRQVWUXFW� SUHVFKRRO� FHQWHUV�
� 7KH�RGGV�UDWLR�IRU�WKH�QXPEHU�RI�SUHVFKRROV�HTXDOV������7KH�³RGGV�UDWLR´�LV�DQ LQWXLWLYH�LQWHUSUHWDWLRQRI�WKH�FRHIILFLHQWV�³%´�LQ�ORJLVWLF�HVWLPDWLRQV��H[S�%��LV�WKH�HIIHFW�RI�WKH�LQGHSHQGHQW�YDULDEOH�RQ�WKH³RGGV�UDWLR´��ZKLFK�LV�WKH�SUREDELOLW\�RI�WKH�HYHQW�GLYLGHG�E\�WKH�SUREDELOLW\�RI�WKH�QRQ�HYHQW�HYDOXDWHG�DW�WKH�PHDQ�RI�WKH�LQGHSHQGHQW�YDULDEOHV��)RU�H[DPSOH��LI�H[S�%�� ���WKHQ�D�RQH�XQLW�FKDQJHLQ�;��ZRXOG�PDNH�WKH�HYHQW�WZLFH�DV�OLNHO\�����������WR�RFFXU��6HH�:KLWHKHDG��-����������³$Q,QWURGXFWLRQ�WR�/RJLVWLF�5HJUHVVLRQ´��KWWS���SHUVRQDO�HFX�HGX�ZKLWHKHDGM�GDWD�ORJLW�LQWUR�KWP

http://personal.ecu.edu/whiteheadj/data/logit/intro.htm


��

7KDW�LV��SUHVHQFH�RI�WKH�SURJUDPPH�LQFUHDVHV�WKH�DYDLODELOLW\�RI�SUHVFKRROV��,Q�WXUQ�WKHDYDLODELOLW\�RI�SUHVFKRRO�FHQWHUV�LV�SRVLWLYHO\�DQG�VLJQLILFDQWO\�UHODWHG�WR�HQUROPHQW�
6HFRQG��WKH�SURJUDPPH�VHHPV�WR�ZRUN�WKURXJK�RWKHU�FKDQQHOV�DV�ZHOO��FRQWUROOLQJ�IRUD� VXEVWDQWLDO� QXPEHU� RI� IDFWRUV� WKH� 06� PHPEHUV� VHQG� WKHLU� FKLOGUHQ� VLJQLILFDQWO\PRUH� RIWHQ� WR� SUHVFKRRO� WKDQ� QRQ�PHPEHUV�� DQG� QRQ�PHPEHUV� HQUROO� WKHLU� FKLOGUHQVLJQLILFDQWO\� PRUH� RIWHQ� WKDQ� KRXVHKROGV� LQ� WKH� FRQWURO� JURXS�� ,W� LV� OLNHO\� WKDW� WKHLQFUHDVHG�DZDUHQHVV�DQG�FKDQJHV�LQ�DWWLWXGHV�RI�WKH�SDUHQWV��DV�GLVFXVVHG�LQ�FKDSWHU����DUH�UHODWHG�WR�WKLV�LQFUHDVHG�SUHVFKRRO�HQUROPHQW�
��� 3ULPDU\�PLGGOH�VFKRRO�HQUROPHQW
'HVFULSWLYH�DQDO\VLV�RI�SULPDU\�PLGGOH�VFKRRO�HQUROPHQW%RWK�WKH�GHVFULSWLYH�DQG�HFRQRPHWULF�DQDO\VHV�RI�VFKRRO�HQUROPHQW�ORRN�DW�WRWDO�JURVVHQUROPHQW�LQ�VFKRRO�IRU�WKH�JURXS�RI�FKLOGUHQ�DJHG���WR����\HDUV�ROG��*URVV HQUROPHQWLQGLFDWHV�WKDW�ZH�GR�QRW�ORRN�DW�ZKHWKHU�FKLOGUHQ�DUH�HQUROOHG�LQ�WKH�DSSURSULDWH�JUDGH�*HQHUDOO\��HQUROPHQW�IRU�D�SDUW�RI�WKH�FKLOGUHQ�LV�ODWH�VR�WKDW�WKH\�HQWHU�SULPDU\�VFKRRODW�WKH�DJH�RI���RU����0RUHRYHU��WKH�HQUROPHQW�GRHV�QRW�UHVWULFW�LWVHOI�WR�SULPDU\�VFKRRORQO\�EXW�LQFOXGHV�PLGGOH�VFKRRO�DV�ZHOO��,QFOXGLQJ�FKLOGUHQ�XS�WR�WKH�DJH�RI����PHDQVWKDW�WKH�ROGHU�RQHV�FDQ�EH�HQUROOHG�HLWKHU�LQ�SULPDU\�RU�LQ�PLGGOH�VFKRRO��:H�H[FOXGHFKLOGUHQ�ROGHU�WKDQ����ZKR�DUH�VWLOO�HQUROOHG�LQ�PLGGOH�VFKRRO�
,I�ZH�ORRN�DW� WRWDO�JURVV�HQUROPHQW� LQ�VFKRRO�IRU� WKH�DJH�JURXS�RI��� WR����\HDUV�ROG�06�FKLOGUHQ�SHUIRUP�EHWWHU�WKDQ�QRQ�PHPEHU�FKLOGUHQ��ZKR�LQ�WXUQ�DUH�PRUH�OLNHO\�WREH�HQUROOHG�WKDQ�FKLOGUHQ�IURP�WKH�FRQWURO�JURXS��VHH�)LJXUH�������+RZHYHU��RQO\�WKHKLJK�06�HQUROPHQW�LV�VLJQLILFDQWO\�GLIIHUHQW�IURP�WKH�RWKHU�WZR��1RQ�06�DQG�FRQWUROFKLOGUHQ�GR�QRW�VLJQLILFDQWO\�GLIIHU�LQ�WKH�OLNHOLKRRG�RI�HQUROPHQW�
)LJXUH�����3ULPDU\�PLGGOH�VFKRRO�HQUROPHQW�E\�JHQGHU

7KH�SLFWXUH�FKDQJHV�ZKHQ�ZH� ORRN�DW�HQUROPHQW� IRU�JLUOV�DQG�ER\V� VHSDUDWHO\��*LUOVIURP�06�DQG�QRQ�06�IDPLOLHV�LQ�SURJUDPPH�YLOODJHV�DUH�DOPRVW�HTXDOO\�OLNHO\�WR�EHHQUROOHG��7KH�GLIIHUHQFH�EHWZHHQ�WKHP�LV�QRW�VLJQLILFDQW��+RZHYHU��JLUOV�IURP�FRQWUROYLOODJHV� DUH� VXEVWDQWLDOO\� DQG� VLJQLILFDQWO\� OHVV� OLNHO\� WR� EH� HQUROOHG� WKDQ� JLUOV� IURP06�YLOODJHV�
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/RRNLQJ� DW� WKH� ER\V�� ZH� ILQG� WKDW� WKH� GLIIHUHQFH� EHWZHHQ� WKH� PHPEHUV� DQG� QRQ�PHPEHUV�LV�QRZ�KLJKO\�VLJQLILFDQW��%R\V�IURP�IDPLOLHV�SDUWLFLSDWLQJ�LQ�06�DUH�PRUHOLNHO\� WR� EH� HQUROOHG� WKDQ� IURP� QRQ�SDUWLFLSDWLQJ� IDPLOLHV� LQ� 06� YLOODJHV�� 7KHGLIIHUHQFH� EHWZHHQ� QRQ�SDUWLFLSDWLQJ� DQG� FRQWURO� IDPLOLHV� LV� QRW� VLJQLILFDQW�� 7KHILJXUH� VXJJHVWV� WKDW� ER\V� LQ� QRQ�SDUWLFLSDWLQJ� KRXVHKROGV� SHUIRUP�ZRUVH� WKDQ� JLUOV�+RZHYHU��WKLV�GLIIHUHQFH�LV�QRW�VLJQLILFDQW�HLWKHU�
,Q�RWKHU�ZRUGV�� LW� VHHPV� WKDW� WKH�0DKLOD�6DPDNK\D�SURMHFW�KDV� D�GLIIHUHQW�HIIHFW�RQER\V� DQG� JLUOV��:KHUHDV� WKH� HIIHFW� RQ� ER\V� VHHPV� OLPLWHG� WR� PDOH� FKLOGUHQ� RI�06PHPEHUV�� WKH�HIIHFW�RQ�JLUOV� VHHPV� WR�KDYH� UHDFKHG�EH\RQG� WKH�SDUWLFLSDWLQJ�JURXS�1RW�RQO\�JLUOV�IURP�PHPEHU�IDPLOLHV�EXW�DOVR�IURP�QRQ�PHPEHU�IDPLOLHV�OLYLQJ�LQ�06YLOODJHV�DUH�VLJQLILFDQWO\�PRUH�RIWHQ�HQUROOHG� LQ�SULPDU\�VFKRRO� WKDQ�JLUOV� LQ�FRQWUROYLOODJHV�
)LJXUH�����3ULPDU\�PLGGOH�VFKRRO�HQUROPHQW�E\�FDVWH

7KH� 0DKLOD� 6DPDNK\D� SURJUDPPH� IRFXVHV� HVSHFLDOO\� RQ� 6&�67� ZRPHQ�� 7KHLUFKLOGUHQ� DUH� OHDVW� OLNHO\� WR� EH� HQUROOHG�� DV� )LJXUH� ���� VKRZV��2YHUDOO�� HQUROPHQW� RI6&�67�FKLOGUHQ�LV��������2YHUDOO�HQUROPHQW�RI�FKLOGUHQ�IURP�2WKHU�%DFNZDUG�&DVWHVLV� ������� $PRQJ� JHQHUDO� FDVWHV� FKLOGUHQ� HQUROPHQW� LV� ������� ������ RI� 0XVOLPFKLOGUHQ� DUH� HQUROOHG� LQ� VFKRRO�� 7KH� IRFXV� RI� WKH� SURJUDPPH� ZRXOG� VXJJHVW� WKDW0DKLOD�6DPDNK\D�LV�PRVWO\�UHODWHG�WR�VFKRRO�HQUROPHQW�RI�FKLOGUHQ� IURP�WKH�6&�67SRSXODWLRQ�
7KH�FDVWH�GDWD�GHVHJUHJDWHG�E\�PHPEHUVKLS�VXSSRUW�WKLV�K\SRWKHVLV��7KH�GLIIHUHQFHVLQ� HQUROPHQW�EHWZHHQ�06�FKLOGUHQ� DQG� FRQWURO� FKLOGUHQ� LV�PRVW�SURQRXQFHG� IRU� WKH6&�67� FKLOGUHQ� ZLWK� ����� SHUFHQWDJH� SRLQWV�� RQO\� ������ RI� FRQWURO� FKLOGUHQ� DUHHQUROOHG�YHUVXV�������RI� WKH�06� FKLOGUHQ��1RWH� WKDW� DQ� HTXDOO\� KLJK� SHUFHQWDJH� RI6&�67�FKLOGUHQ�RI�QRQ�PHPEHUV�OLYLQJ�LQ�06�YLOODJHV�LV�HQUROOHG���������
7KH�0XVOLP�SRSXODWLRQ�VKRZV�WKH�VHFRQG�ODUJHVW�GLIIHUHQFH�LQ�HQUROPHQW�EHWZHHQ�WKH06� FKLOGUHQ� DQG� WKH� FRQWURO� JURXS�� ������ RI� WKH� FRQWURO� FKLOGUHQ� DUH� HQUROOHGFRPSDUHG� WR� ������ RI� WKH� 06� FKLOGUHQ�� D� GLIIHUHQFH� RI� ����� SHUFHQWDJH� SRLQWV�
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6&�67 2WKHUEDFNZDUGFDVWHV
*HQHUDOFDVWHV 0LQRULWLHV�0XVOLPV�

$OO�UHVSRQGHQWV06�PHPEHUV1RQ�PHPEHUV&RQWURO�JURXS
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+RZHYHU�� WKH� VSLOORYHU� WR� WKH� QRQ�SDUWLFLSDQW� 0XVOLP� KRXVHKROGV� VHHPV� YLUWXDOO\DEVHQW��������RI�FKLOGUHQ�HQUROOHG��
:H� ILQG�D� VLPLODU�SDWWHUQ� IRU� FKLOGUHQ� IURP�2WKHU�%DFNZDUG�&DVWHV��ZKHUH�FKLOGUHQIURP� 06� FKLOGUHQ� DUH� PRUH� OLNHO\� WR� EH� HQUROOHG� �������� WKDQ� WKH� FRQWURO� JURXS���������EXW�RWKHU�FKLOGUHQ� LQ�06�YLOODJHV�DUH�QRW� ���������7KH�GLIIHUHQFH�EHWZHHQWKH�ILUVW�WZR�JURXSV�LV�����SHUFHQWDJH�SRLQWV�
)LQDOO\�� WKH� SURJUDPPH� VHHPV� WR� KDYH� OLWWOH� UHODWLRQ� WR� WKH� VFKRRO� HQUROPHQW� RI*HQHUDO� &DVWH� FKLOGUHQ��:H� HYHQ� ILQG� D� ORZHU� HQUROPHQW� DPRQJ�06� FKLOGUHQ� WKDQDPRQJ� QRQ�SDUWLFLSDWLQJ� FKLOGUHQ� DQG� WKH� FRQWURO� JURXS� �������� ������ DQG� �����UHVSHFWLYHO\���+RZHYHU��WKLV�GLIIHUHQFH�LV�QRW�VLJQLILFDQW�
,Q� VKRUW�� LW� VHHPV� WKDW� WKH� 0DKLOD� 6DPDNK\D� SURJUDPPH� LV� SDUWLFXODUO\� UHODWHG� WRLPSURYHPHQWV�LQ�HQUROPHQW�DPRQJ�6&�67�IDPLOLHV��IROORZHG�E\�0XVOLP�IDPLOLHV�DQG2%&� IDPLOLHV�� 0RUHRYHU�� ZH� ILQG� VXJJHVWLYH� HYLGHQFH� IRU� D� VSLOORYHU� ZLWKLQ� WKHYLOODJH�RQ�QRQ�SDUWLFLSDWLQJ�IDPLOLHV� IURP�WKH�6&�67�FDVWHV��ZKLFK� LV�DEVHQW� IRU� WKH0XVOLP�DQG�2%&�SRSXODWLRQ�
(VWLPDWLRQ�RI�SULPDU\�PLGGOH�VFKRRO�HQUROPHQW$V� IRU� WKH� ORJLVWLF� HVWLPDWLRQ� RI� SUHVFKRRO� HQUROPHQW�� ZH� VWDUW� RXU� HFRQRPHWULFDQDO\VLV�RI�SULPDU\�PLGGOH� VFKRRO� HQUROPHQW�ZLWK� DQ� HVWLPDWLRQ� WKDW� FRQVLVWV� RI� WKHFRPSOHWH� OLVW� RI� LQGHSHQGHQW� YDULDEOHV�� :H� WKHQ� HOLPLQDWH� WKH� YDULDEOHV� WKDW� DUHLQGLYLGXDOO\�DQG�MRLQWO\�LQVLJQLILFDQW�DQG�WKDW�GR�QRW�DGG�WR�WKH�H[SODQDWRU\�SRZHU�RIWKH�PRGHO��6HH�$QQH[����IRU�ERWK�WKH�FRPSOHWH�DQG�WKH�SUHIHUUHG�HVWLPDWLRQ�
7KH�SUHIHUUHG�HVWLPDWLRQ�LQFOXGHV�WKUHH�FKLOG�FKDUDFWHULVWLFV�WKDW�DUH�DOO�VLJQLILFDQW�DWWKH�����WR����OHYHO��*LUOV�DUH�VLJQLILFDQWO\� OHVV� OLNHO\�WR�EH�HQUROOHG� LQ�VFKRRO� WKDQER\V��&KLOGUHQ�DUH�PRUH� OLNHO\� WR�EH� HQUROOHG� WKH�ROGHU� WKH\�DUH��7KH� WKLUG�YDULDEOH�SUHYLRXV�SUHVFKRRO�HQUROPHQW��KDV�D� ODUJH�FRHIILFLHQW�DQG�LV�KLJKO\�VLJQLILFDQW�DW� WKH���OHYHO�DV�ZHOO�� ,W� LV� VXEVWDQWLDOO\�DQG�SRVLWLYHO\� UHODWHG� WR� WKH� OLNHOLKRRG�RI�EHLQJHQUROOHG�LQ�SULPDU\�PLGGOH�VFKRRO�
$V� IRU� SUHVFKRRO�� WKH� FDVWH� RI� WKH� KRXVHKROG� LV� QRW� VLJQLILFDQWO\� UHODWHG� WR� VFKRROHQUROPHQW��0RUHRYHU��UHOLJLRQ�LV�LQVLJQLILFDQW�DV�ZHOO��7KLV�VHHPV�WR�EH�LQ�FRQWUDVW�WRWKH�GHVFULSWLYH�DQDO\VLV��+RZHYHU��ZH�GR� ILQG�D�SRVLWLYH�DQG�VLJQLILFDQW� UHODWLRQVKLSEHWZHHQ�WKH�KLJKHVW�OHYHO�RI�HGXFDWLRQ�LQ�WKH�KRXVHKROG�DV�ZHOO�DV�WKH�KLJKHVW�IHPDOHHGXFDWLRQ�OHYHO�LQ�WKH�KRXVHKROG��DQG�VFKRRO�HQUROPHQW��$OVR��WKH�ZHDOWK�RI�IDPLO\�LVVLJQLILFDQWO\�UHODWHG�WR�WKH�OLNHOLKRRG�RI�HQUROPHQW��7KH�SRRUHU�WKH�KRXVHKROG��WKH�OHVVOLNHO\� LW� LV� WKDW� D� FKLOG� JRHV� WR� VFKRRO�� ,Q� WXUQ�� ERWK� KRXVHKROG� HGXFDWLRQ� DQGKRXVHKROG�ZHDOWK�DUH�KLJKO\�FRUUHODWHG�ZLWK�FDVWH��$SSDUHQWO\�DIWHU�FRQWUROOLQJ�IRU�DQXPEHU�RI�RWKHU�KRXVHKROG�FKDUDFWHULVWLFV��LW�LV�QRW�FDVWH�DV�VXFK�WKDW�LV�UHODWHG�WR�ORZVFKRRO�HQUROPHQW��EXW�WKH�DVVRFLDWHG�ORZ�HGXFDWLRQ�DQG�KLJK�SRYHUW\�RI�PRVW�6&�67KRXVHKROGV�
,Q�FRQWUDVW� WR�SUHVFKRRO�HQUROPHQW��FKLOGUHQ� LQ�0X]DIIDUSXU�GLVWULFW� DUH� VLJQLILFDQWO\PRUH�RIWHQ� HQUROOHG� WKDQ� FKLOGUHQ� OLYLQJ� LQ�6LWDPDUKL� DQG�'DUEKDQJD� GLVWULFWV�� DIWHUFRQWUROOLQJ� IRU� WKH�RWKHU�YDULDEOHV��7KLV� LV� VXUSULVLQJ�HVSHFLDOO\� IRU�6LWDPDUKL�� JLYHQWKH�KLJK�SHUIRUPDQFH�RQ�SUHVFKRRO�HQUROPHQW��6XUSULVLQJ�DV�ZHOO�LV�WKH�VLJQLILFDQW�DQGQHJDWLYH UHODWLRQ�EHWZHHQ�WKH�QXPEHU�RI�SULPDU\�VFKRROV�LQ�D�FRPPXQLW\�DQG�VFKRRO
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HQUROPHQW�� :H� FDQQRW� ILQG� DQ� H[SODQDWLRQ� IRU� WKLV� QHJDWLYH� SDUWLDO� FRUUHODWLRQ�� ,WVHHPV� OLNHO\� WKDW� WKH� YDULDEOH� FDSWXUHV� VRPH� RWKHU� IDFWRU� WKDW� ZH� GLG� QRW� WDNH� LQWRDFFRXQW��
$JDLQ� ZH� ILQG� D� VLJQLILFDQW� DQG� SRVLWLYH� UHODWLRQ� EHWZHHQ� SDUWLFLSDWLRQ� LQ� WKHSURJUDPPH� DQG� HQUROPHQW�� %XW� DV� RSSRVHG� WR� SUHVFKRRO� HQUROPHQW�� WKLV� UHODWLRQ� LVJHQHUDOO\�QRW�FDUULHG�RYHU�WR�SURJUDPPH�YLOODJHV��7KDW�LV��QRQ�SDUWLFLSDWLQJ�PHPEHUVDUH� QRW�PRUH� OLNHO\� WR� VHQG� WKHLU� FKLOG� WR� VFKRRO� DV� FRPSDUHG� WR� WKH� FRQWURO� JURXS�7KLV� LV� LQ� OLQH�ZLWK�WKH�SUHOLPLQDU\�ILQGLQJV�IURP�WKH�GHVFULSWLYH�DQDO\VLV��7KHUH�ZHIRXQG� LQGLFDWLRQV� RI� VSLOORYHU� HIIHFWV� RQO\� IRU� JLUOV� DQG� FKLOGUHQ� IURP� WKH� ORZHVWFDVWHV�
&RQFOXVLRQ$V� ZDV� WKH� FDVH� ZLWK� SUHVFKRRO� HQUROPHQW�� SDUWLFLSDWLRQ� LQ� WKH� 0DKLOD� 6DPDNK\DSURJUDPPH�VLJQLILFDQWO\� LQFUHDVHV� WKH� OLNHOLKRRG�RI�SDUHQWV� WR�VHQG� WKHLU�FKLOGUHQ� WRVFKRRO�� 7KLV� HIIHFW� LV� HVSHFLDOO\� ODUJH� IRU� FKLOGUHQ� IURP� WKH� 6FKHGXOHG� &DVWHV� DQGVRPHZKDW� OHVV� SURQRXQFHG� IRU� 0XVOLP� FKLOGUHQ� DQG� FKLOGUHQ� IURP� WKH� 2%&SRSXODWLRQ�
$IWHU� FRQWUROOLQJ� IRU� SDUWLFLSDWLRQ� LQ� WKH� SURJUDPPH�� WKH� FDVWH� GXPPLHV� EHFRPHLQVLJQLILFDQW��(QUROPHQW�LV�PRUH�OLNHO\�IRU�ER\V�DQG�ROGHU�FKLOGUHQ��DV�ZHOO�DV�FKLOGUHQWKDW� ZHQW� WR� SUHVFKRRO�� 0RUHRYHU�� FKLOGUHQ� IURP� EHWWHU�HGXFDWHG� DQG� ZHDOWKLHUIDPLOLHV�DUH�PRUH�OLNHO\�WR�EH�HQUROOHG��DV�DUH�FKLOGUHQ�OLYLQJ�LQ�0X]DIIDUSXU�
7KH�HYLGHQFH�VWURQJO\�VXJJHVWV� WKDW� WKH�06�SURJUDPPH�LV� UHODWHG� WR� LQFUHDVHG�FKLOGHQUROPHQW�� HVSHFLDOO\�RI� WKH�FKLOGUHQ�RI� LWV�SULPDU\�EHQHILFLDULHV��$JDLQ�� EHFDXVH�RIWKH� VHOI�VHOHFWLRQ� LQWR� WKH� SURJUDPPH�� VRPH� FDXWLRQ� LV� ZDUUDQWHG� ZLWK� UHVSHFW� WRFRQFOXVLRQV�UHJDUGLQJ�GLUHFW�FDXVDO�HIIHFWV��+RZHYHU��WKH�H[SOLFLW�DZDUHQHVV�EXLOGLQJDFWLYLWLHV�DUH�OLNHO\�WR�SOD\�D�PDMRU�UROH�LQ�WKH�LPSURYHG�FKLOG�RXWFRPHV�
,Q�VSLWH�RI�WKH�KLJKO\�VLJQLILFDQW�FRHIILFLHQW�RQ�SULRU�SUHVFKRRO�HQUROPHQW��ZH�FDQQRWGLUHFWO\� LQIHU� WKDW� SUHYLRXV� HQUROPHQW� LQ� SUHVFKRRO� LQFUHDVHV� VXEVHTXHQW� VFKRROHQUROPHQW��7KH� SRVLWLYH� SDUWLDO� FRUUHODWLRQ� LQ� WKH� HVWLPDWLRQ� EHWZHHQ� SUHVFKRRO� DQGSULPDU\�PLGGOH� VFKRRO� HQUROPHQW� FRXOG� DOVR� EH� FDXVHG� E\� RWKHU� IDFWRUV� SRVLWLYHO\UHODWHG�WR�ERWK�SUH��DQG�SULPDU\�VFKRRO�HQUROPHQW��VXFK�DV�SDUHQWDO�DZDUHQHVV���1RWHWKDW�WKH�SURJUDPPH�FRHIILFLHQW�UHPDLQV�VLJQLILFDQW�HYHQ�ZKHQ�ZH�LQWURGXFH�SUHVFKRROHQUROPHQW��7KLV�LQGLFDWHV�D�VHSDUDWH�DQG�DGGLWLRQDO�UHODWLRQVKLS�
,Q�FRQWUDVW�WR�SUHVFKRRO�HQUROPHQW�ZH�ILQG�OLWWOH�HYLGHQFH�RI�JHQHUDO�VSLOORYHU�HIIHFWVWR� WKH� UHVW� RI� WKH� FRPPXQLW\��7KH� ORJLVWLF� HVWLPDWLRQ�GRHV�QRW� SURYLGH� D� VLJQLILFDQWFRHIILFLHQW� IRU� WKH� GXPP\� RQ� SURJUDPPH� YLOODJHV�� 7DEXODWLRQV� RI� VHYHUDOVXESRSXODWLRQV�JLYH�D�PRUH�GHWDLOHG�YLHZ��)LJXUH�����LQGLFDWHV�WKDW�GDXJKWHUV�RI�QRQ�SDUWLFLSDWLQJ�ZRPHQ�DUH�PRUH�OLNHO\�WR�EH�HQUROOHG�WKDQ�DUH�JLUOV� LQ�FRQWURO�YLOODJHV�%XW� WKLV� H[WHUQDO� HIIHFW� LV� QRW� IRXQG� IRU� ER\V�� /LNHZLVH�� 6&�67� FKLOGUHQ� IURP� QRQ�SDUWLFLSDWLQJ�ZRPHQ� DUH�PRUH� OLNHO\� WR� EH� HQUROOHG� WKDQ� 6&�67� FKLOGUHQ� LQ� FRQWUROYLOODJHV�� $JDLQ�� WKH� SHUFHQWDJHV� IRU� 2%&� DQG� 0XVOLP� FKLOGUHQ� GR� QRW� UHIOHFW� WKLVH[WHUQDO�HIIHFW�
� &RQWUROOLQJ�IRU�YLOODJH�SRSXODWLRQ�VL]H��ZLWK�SRWHQWLDOO\�PRUH�VFKRROV�LQ�ODUJHU�YLOODJHV��DQG�OHVVHQUROPHQW�LQ�ODUJHU�YLOODJHV��GRHV�QRW�DOWHU�WKLV�ILQGLQJ�



��

�� ,PPXQL]DWLRQ�DQG�KHDOWK�SUDFWLFHV
,Q�FKDSWHU���DQG���RI�WKH�UHSRUW��ZH�GLVFXVVHG�SDUHQWDO�DWWLWXGHV�WRZDUGV�HGXFDWLRQ�DQGSUHVFKRRO� DQG� SULPDU\�PLGGOH� VFKRRO� HQUROPHQW�� $QRWKHU� LPSRUWDQW� DVSHFW� RI� FKLOGGHYHORSPHQW�LV�WKH�KHDOWK�RI�WKH�FKLOG��,Q�WKLV�FKDSWHU�ZH�ZLOO�IRFXV�RQ�WZR�LQGLFDWRUVRI� KHDOWK\� SK\VLFDO� FKLOG� GHYHORSPHQW�� LPPXQL]DWLRQ� FRYHUDJH� DQG� K\JLHQH�� :HPHDVXUH� WKH� ILUVW� LQGLFDWRU� ZLWK� LPPXQL]DWLRQ� GDWD� RQ� IRXU� W\SHV� RI� YDFFLQHV�� 7KHVHFRQG� LQGLFDWRU� LV� WUDQVODWHG� LQWR� WKH� SUHYDOHQFH� RI� GLDUUKHD� LQ� WKH� KRXVHKROG� DQGWUHDWPHQW�WKHUHRI��%RWK�DUH�GLVFXVVHG�DORQJ�WKH�VDPH�OLQHV�DV�HQUROPHQW��:H�VWDUW�ZLWKVRPH�GHVFULSWLYH� VWDWLVWLFV��1H[W��ZH�XVH� ORJLVWLF�PD[LPXP� OLNHOLKRRG�HVWLPDWLRQ� WRGLVWLQJXLVK�WKH�UHODWLRQ�RI�WKH�LQGLFDWRUV�ZLWK�WKH�SURJUDPPH�GXPPLHV�IURP�D�QXPEHURI�FRQWUROOLQJ�YDULDEOHV�
��� ,PPXQL]DWLRQ
$Q� LPSRUWDQW� DVSHFW� RI� HDUO\� FKLOGKRRG� GHYHORSPHQW� LV� WKH� LPPXQL]DWLRQ� DJDLQVWGLVHDVHV� VXFK� DV� SROLR�� WXEHUFXORVLV�� GLSKWKHULD� DQG� PHDVOHV�� $OWKRXJK� WKH� 0DKLOD6DPDNK\D�SURJUDPPH�GRHV�QRW�SURYLGH�WKH�LPPXQL]DWLRQV�LWVHOI��LW�GRHV�RIIHU�KHDOWKDQG� K\JLHQH� WUDLQLQJ�� ,W� UDLVHV� DZDUHQHVV� DPRQJ� WKH� SDUWLFLSDQWV� UHJDUGLQJ� WKHLPSRUWDQFH�RI�YDFFLQHV��,W�LV�OLNHO\�WKDW�WKH�ZRPHQ�LQ�WKHLU�SULYDWH�VSKHUHV�GLVFXVV�WKHLVVXH�ZLWK�RWKHU�FRPPXQLW\�PHPEHUV��WKHUHE\�GLVVHPLQDWLQJ�WKH�LQIRUPDWLRQ�WKURXJKWKHLU�SHUVRQDO�VRFLDO�QHWZRUNV��0RUHRYHU��RQFH�WKH�SDUWLFLSDQWV�RI�WKH�SURJUDPPH�DUHDZDUH� RI� WKH� KHDOWK� LVVXHV�� SDUW� RI� WKHP� YROXQWHHU� WR� SDUWLFLSDWH� LQ� LPPXQL]DWLRQFDPSDLJQV�RI�WKH�JRYHUQPHQW��VXFK�DV�WKH�UHFHQW�PDVV�SROLR�FDPSDLJQV�
7KXV��DV�ZLWK�SDUHQWDO�DWWLWXGHV�WRZDUGV�HGXFDWLRQ�ZH�H[SHFW�WKH�VDPH�PHFKDQLVPV�DWZRUN� IRU� LPPXQL]DWLRQ�� 7KH�0DKLOD� 6DPDNK\D� SURJUDPPH� LV� H[SHFWHG� WR� LQFUHDVHNQRZOHGJH� DQG� DZDUHQHVV� DPRQJ� LWV� PHPEHUV�� 6HFRQG�� ZH� H[SHFW� WKDW� WKLVLQIRUPDWLRQ� ZLOO� EH� GLVFXVVHG� ZLWK� RWKHUV� DQG� WUDYHO� WKURXJK� WKH� VRFLDO� QHWZRUNVZLWKLQ� WKH� FRPPXQLW\� WR� UHDFK� RWKHU� FRPPXQLW\� PHPEHUV� DV� ZHOO�� 7KLV� SURFHVVZRXOG�UHVXOW� LQ� LPSURYHG�FKLOG�RXWFRPHV�ZLWK�UHVSHFW� WR� LPPXQL]DWLRQ�FRYHUDJH�IRUERWK�SURJUDPPH�SDUWLFLSDQWV�DQG�QRQ�SDUWLFLSDQWV�LQ�SURJUDPPH�YLOODJHV�
'HVFULSWLYH�DQDO\VLV�RI�LPPXQL]DWLRQ�FRYHUDJH7R� PHDVXUH� LPPXQL]DWLRQ� FRYHUDJH�� ZH� XVH� GDWD� RQ� DOO� FKLOGUHQ� LQ� WKH� VDPSOHEHWZHHQ���DQG����\HDUV�RI�DJH��7KH�UHVXOWV�FRQILUP�WKH�K\SRWKHVHV�PHQWLRQHG�DERYH�DV� )LJXUH� ���� FOHDUO\� VKRZV�� 7KH� FKLOGUHQ� WKDW� OLYH� LQ� YLOODJHV� ZKHUH� WKH� 0DKLOD6DPDNK\D�SURJUDPPH�LV�DFWLYH�DUH�VLJQLILFDQWO\�PRUH�RIWHQ�LPPXQL]HG�WKDQ�FKLOGUHQOLYLQJ� LQ� FRQWURO� YLOODJHV�� 7KH� RQO\� H[FHSWLRQ� LV� LPPXQL]DWLRQ� DJDLQVW� SROLR�$SSDUHQWO\� WKH� UHJXODU�PDVV� LPPXQL]DWLRQ� FDPSDLJQV�RUJDQL]HG�E\� WKH� JRYHUQPHQWDUH�HTXDOO\�HIIHFWLYH�LQ�DOO�YLOODJHV�
'HVSLWH�WKH�PDVV�FDPSDLJQV��DERXW�����RI�DOO�FKLOGUHQ�DUH�QRW�UHDFKHG��7KH�FRYHUDJHIRU�WKH�RWKHU�WKUHH�W\SHV�RI�LPPXQL]DWLRQ�LV�PRUH�ZRUULVRPH��,Q�FRQWURO�YLOODJHV��RQO\�������RI�DOO�FKLOGUHQ�LQ�WKH�DJH�JURXS�LV�FRYHUHG�



��

)LJXUH�����,PPXQL]DWLRQ�FRYHUDJH�E\�W\SH�RI�GLVHDVH

$JDLQ�� ZH� FDQQRW� LQIHU� DQ\� GLUHFW� FDXVDOLW\� EHWZHHQ� WKH� SURJUDPPH� DQG� FKLOGRXWFRPHV� EHFDXVH� RI� WKH� VHOI�VHOHFWLRQ� LQWR� WKH� SURJUDPPH��+RZHYHU�� DV� GLVFXVVHGEHIRUH��WKH�K\SRWKHVLV�WKDW�WKH�SURJUDPPH�LQFUHDVHV�DZDUHQHVV�VHHPV�QRW�XQOLNHO\�LQYLHZ�RI�WKH�KRXVHKROG�FKDUDFWHULVWLFV�RI�WKH�SDUWLFLSDQWV�
0RUH�LQWHUHVWLQJ�LV�WKH�IDFW�WKDW�ZRPHQ�ZKR�DUH�QRW�PHPEHU�RI�06�EXW�ZKR�OLYH�LQ�DYLOODJH�ZKHUH�WKH�0DKLOD�6DPDNK\D�SURJUDPPH�LV�DFWLYH��DUH�VLJQLILFDQWO\�PRUH�OLNHO\WR�LPPXQL]H�WKHLU�FKLOGUHQ�DV�FRPSDUHG�WR�ZRPHQ�LQ�FRQWURO�YLOODJHV��7KLV�FDQ�KDUGO\EH� D� UHVXOW� RI� VHOI�VHOHFWLRQ�� ,W� FOHDUO\� VXJJHVWV� D� VWURQJ� VSLOORYHU� HIIHFW� RI� WKHSURJUDPPH�RQ�QRQ�SDUWLFLSDQWV��'LIIHUHQFHV� LQ� LPPXQL]DWLRQ�FRYHUDJH� DV�FRPSDUHGWR�WKH�FRQWURO�JURXS�UDQJH�IURP�������IRU�PHDVOHV��������IRU�GLSKWKHULD�WR�������IRUWXEHUFXORVLV�� 1RWH� WKDW� GLIIHUHQFHV� EHWZHHQ� WKH� WKUHH� JURXSV� �06� PHPEHUV�� QRQ�PHPEHUV�DQG�FRQWURO�JURXS��DUH�QRW�VLJQLILFDQW�IRU�SROLR�
7KH�PHFKDQLVPV��WKURXJK�ZKLFK�WKLV�VSLOORYHU�HIIHFW�RSHUDWHV��DUH�QRW�HQWLUH�FOHDU�� ,WVHHPV�PRVW�OLNHO\�WKDW�ZH�DUH�FDSWXULQJ�D�QHWZRUN�HIIHFW��7KH�LQIRUPDWLRQ�DERXW� WKHLPSRUWDQFH�RI�YDFFLQDWLRQ� IRU� FKLOGUHQ�ZRXOG� EH� FRPPXQLFDWHG� WR� WKH� RWKHU� YLOODJHPHPEHUV��,Q�DGGLWLRQ��LW�LV�SRVVLEOH�WKDW�WKH�LQFUHDVHG�ZLOOLQJQHVV�RI�06�PHPEHUV�WRHQJDJH� LQ� FROOHFWLYH� DFWLRQ� DQG� SDUWLFLSDWH� LQ� LPPXQL]DWLRQ� DZDUHQHVV� FDPSDLJQVH[SODLQV�SDUW�RI�WKH�LQFUHDVH�LQ�LPPXQL]DWLRQ�LQ�SURJUDPPH�YLOODJHV�
*LUOV¶�LPPXQL]DWLRQ�FRYHUDJH$�ODUJH�QXPEHU�RI�VWXGLHV� VKRZ�KRZ�JLUOV�DUH�RIWHQ�GLVDGYDQWDJHG�ZLWKLQ�WKH�IDPLO\LQ�FRPSDULVRQ�ZLWK�WKHLU�PDOH�VLEOLQJV��$�ORRN�DW�WKH�LPPXQL]DWLRQ�SHUFHQWDJHV�RI'LSKWKHULD�LQ�FRQWURO�YLOODJHV��GHVHJUHJDWHG�E\�JHQGHU��FRQILUPV�WKLV�JHQGHU�ELDV��VHH)LJXUH�������7KH�RWKHU�W\SHV�RI�LPPXQL]DWLRQ�VKRZ�D�VLPLODU�SDWWHUQ��2Q�DYHUDJH�JLUOVDUH�ZRUVH�RII�WKDQ�ER\V�DUH�LQ�WHUPV�RI�FRYHUDJH��7KLV�LV�LQVLJQLILFDQW�KRZHYHU�IRU�WKHQRQ�SDUWLFLSDWLQJ�KRXVHKROGV�DQG�WKH�FRQWURO�JURXS��,W�LV�KLJKO\�VLJQLILFDQW�IRU�WKH�06SDUWLFLSDWRUV��%HIRUH�ZH�FDQ�GUDZ�DQ\�FRQFOXVLRQ�UHJDUGLQJ�WKH�UHODWLRQVKLS�EHWZHHQWKH� SURJUDPPH� DQG� WKH� JHQGHU� ELDV� LQ� LPPXQL]DWLRQ�� ZH� VKRXOG� FRQWURO� IRU� RWKHU
� 6HH�IRU�H[DPSOH�'Uq]H�DQG�6HQ��������
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3ROLR 7XEHUFXORVLV 'LSKWKHULD 0HDVOHV�

06�PHPEHUV1RQ�PHPEHUV&RQWURO�JURXS
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YDULDEOHV�� 5HPHPEHU� WKDW� SURJUDPPH� PHPEHUV� FRPH� IURP� WKH� PRVW� PDUJLQDOL]HGJURXSV��ZKHUH�WKH�GLVFULPLQDWLRQ�RI�JLUOV�LV�VWLOO�ZLGHVSUHDG�
)LJXUH�����'LSKWKHULD�LPPXQL]DWLRQ�FRYHUDJH�E\�JHQGHU

:LWK�WKH�RQO\�H[FHSWLRQ�RI�SROLR�LPPXQL]DWLRQ��ZH�ILQG�WKDW�LPPXQL]DWLRQ�FRYHUDJHLV� PXFK� ORZHU� LQ� 'DUEKDQJD� WKDQ� LQ� WKH� RWKHU� WZR� GLVWULFWV� �VHH� )LJXUH� ������ 7KHGLIIHUHQFHV�EHWZHHQ�ER\V¶�DQG�JLUOV¶�LPPXQL]DWLRQ�DUH�VLJQLILFDQW�RQO\�LQ�WKH�GLVWULFWRI� 6LWDPDUKL�� 6XUSULVLQJO\�� LQ� DOO� GLVWULFWV� WKH� GLIIHUHQFHV� EHWZHHQ� SDUWLFLSDQWV� DQGQRQ�SDUWLFLSDQWV� LQ�SURJUDPPH�YLOODJHV�DUH� LQVLJQLILFDQW�� ,Q�FRQWUDVW��06�YLOODJHV� LQDOO� GLVWULFWV� GLIIHU� VLJQLILFDQWO\� LQ� LPPXQL]DWLRQ� FRYHUDJH� IURP� FRQWURO� YLOODJHV�3X]]OLQJ� LV� WKH� ILQGLQJ� WKDW� LQ� 'DUEKDQJD� 06� YLOODJHV� VHHP� WR� KDYH� VLJQLILFDQWO\ORZHU�FRYHUDJH�WKDQ�QRQ�06�YLOODJHV��:H�GR�QRW�KDYH�DQ�H[SODQDWLRQ�IRU�WKLV�UHVXOW�,Q�WKH�HFRQRPHWULF�HVWLPDWLRQV�ZH�ZLOO�FRQWURO�IRU�SRWHQWLDOO\�FRQIRXQGLQJ�IDFWRUV�
)LJXUH�����'LSKWKHULD�LPPXQL]DWLRQ�FRYHUDJH�E\�JHQGHU�DQG�GLVWULFW
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06�PHPEHU 1RQ�PHPEHU &RQWURO

ER\VJLUOV
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0X]DIIDUSXU 6LWDPDUKL 'DUEKDQJD

ER\VJLUOV
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(FRQRPHWULF�DQDO\VLV�RI�LPPXQL]DWLRQ�FRYHUDJH6LQFH�GHVFULSWLYH�VWDWLVWLFV�GR�QRW�WDNH�LQWR�DFFRXQW�WKH�HIIHFW�RI�FRQWURO�YDULDEOHV��ZHDQDO\]H�WKH�OLNHOLKRRG�RI�LPPXQL]DWLRQ�ZLWK�ORJLVWLF�PD[LPXP�OLNHOLKRRG�HVWLPDWLRQV�7KH�GHSHQGHQW�YDULDEOHV�DUH�GXPPLHV�WKDW�LQGLFDWH�ZKHWKHU�D�FKLOG�LQ�WKH�DJH�JURXS��WR� ��� \HDUV� ROG� KDV� UHFHLYHG� WKH� YDFFLQHV�� $QQH[� ��� FRQWDLQV� WKH� OLVW� RI� GHSHQGHQWYDULDEOHV��FRQWURO�YDULDEOHV�DQG�SURJUDPPH�GXPPLHV��7KH�PDLQ�GLIIHUHQFHV�ZLWK�WKHHQUROPHQW�HVWLPDWLRQV�DUH�WKH�DGGLWLRQ�RI�D�PHDVXUH�RI�VDQLWDWLRQ�IDFLOLWLHV�ZLWKLQ�WKHKRXVHKROG��DV�ZHOO�DV�µDFFHVVLELOLW\¶�YDULDEOHV��WKH�GLVWDQFH�WR�WKH�QHDUHVW�WRZQ��WR�WKHQHDUHVW�KHDOWK�FHQWHU��WKH�TXDOLW\�RI�WKH�URDGV�DQG�WKH�DYDLODELOLW\�RI�SXEOLF�WUDQVSRUW��7KH�PRWLYDWLRQ� WR� LQFOXGH� WKHVH� YDULDEOHV� OLHV� LQ� WKH� IDFW� WKDW� LQ� RUGHU� WR� UHFHLYH� DYDFFLQH��IDPLOLHV�RIWHQ�KDYH�WR�WUDYHO�WR�D�SXEOLF�KHDOWK�QXUVH��0RUHRYHU��WKH�GLVWDQFHWR� WKH� QHDUHVW� WRZQ� JLYHV� DQ� LQGLFDWLRQ� RI� UHPRWHQHVV�� +HDOWK� DZDUHQHVV� PLJKW� EHUHODWHG�WR�WKLV�LQGLFDWRU��6FKRRO�GXPPLHV�DUH�RPLWWHG�
2YHUDOO�� WZR� SDWWHUQV� HPHUJH�� RQH� SDWWHUQ� IRU� SROLR� LPPXQL]DWLRQ�� ZKLFK� KDV� EHHQVWURQJO\� DGYRFDWHG� ZLWK� PDVV� FDPSDLJQV�� DQG� RQH� IRU� WKH� RWKHU� WKUHH� W\SHV� RILPPXQL]DWLRQ��$QQH[� ��� JLYHV� D� GHWDLOHG� GHVFULSWLRQ� RI� WKH� UHVXOWV� RI� WKH� SUHIHUUHGHVWLPDWLRQV�� &RQWURO� YDULDEOHV� RI� WKH� FRPSOHWH� OLVW� ZHUH� RPLWWHG� IURP� WKH� ILQDOHVWLPDWLRQ�LI�WKH\�ZHUH�QRW�LQGLYLGXDOO\�DQG�MRLQWO\�VLJQLILFDQW�
3ROLR�LPPXQL]DWLRQ7KH�DQDO\VLV�VWDUWV�ZLWK�WKH�LPPXQL]DWLRQ�DJDLQVW�SROLR��:H�ILQG�WKDW�WKH�FRHIILFLHQWVRI� WKH� WZR�FKLOG�YDULDEOHV�DUH�ERWK�KLJKO\� VLJQLILFDQW� LQ�SUHGLFWLQJ� WKH� OLNHOLKRRG�RISROLR� LPPXQL]DWLRQ�� *LUOV� DUH� VLJQLILFDQWO\� OHVV� OLNHO\� WR� EH� LPPXQL]HG�� 7KLV� LVZRUULVRPH� VLQFH� WKH� JRYHUQPHQWDO� PDVV� FDPSDLJQ� VKRXOG� UHDFK� DOO� FKLOGUHQ� DOLNH�$SSDUHQWO\��WKH�JHQGHU�ELDV�SUHYDOHQW�WKURXJKRXW�WKH�UXUDO�VRFLHW\�LQ�%LKDU�LV�SUHVHQWDV�ZHOO�ZLWK�UHVSHFW�WR�LPPXQL]DWLRQ��2OGHU�FKLOGUHQ�DUH�DOVR�VLJQLILFDQWO\�OHVV�OLNHO\WR� EH� LPPXQL]HG�� 7KLV� FRXOG� LQGLFDWH� LQFUHDVHG� LPPXQL]DWLRQ� FRYHUDJH� RYHU� WLPH�ZLWK� FKLOGUHQ� WKDW� DUH� ERUQ� QRZDGD\V� VLJQLILFDQWO\� PRUH� OLNHO\� WR� UHFHLYHLPPXQL]DWLRQ�
0RVW� KRXVHKROG� FKDUDFWHULVWLFV� DUH� QRW� VLJQLILFDQWO\� UHODWHG� WR� SROLR� LPPXQL]DWLRQ�2QO\� WKH� KLJKHVW� IHPDOH� HGXFDWLRQ� LQ� WKH� KRXVHKROG� LV� VLJQLILFDQWO\� DQG� SRVLWLYHO\UHODWHG� WR� WKH� LPPXQL]DWLRQ� FRYHUDJH� RI� D� FKLOG��7KLV� VXJJHVWV� WKDW�ZRPHQ�SOD\� DQLPSRUWDQW�UROH�LQ�WKH�GHFLVLRQ�WR�LPPXQL]H��ZLWK�KLJKHU�HGXFDWHG�ZRPHQ�PRUH�DZDUHRI� WKH� LPSRUWDQFH�� 7KH� SRYHUW\� LQGLFDWRU� LV� QHJDWLYHO\� UHODWHG� WR� LPPXQL]DWLRQ�LQGLFDWLQJ�WKDW�SRRUHU�IDPLOLHV�DUH�VLJQLILFDQWO\�OHVV�OLNHO\�WR�LPPXQL]H�WKHLU�FKLOGUHQ�7KH�SROLR�YDFFLQH�LV�IUHH��7KH�SRYHUW\�PHDVXUH�FRXOG�UHIOHFW�D�ODFN�RI�WLPH�RU�PRQH\WR�WUDYHO�WR� WKH�KHDOWK�FHQWHU��%XW�QRQH�RI� WKH�DFFHVVLELOLW\� LQGLFDWRUV�DUH�VLJQLILFDQW�2U�HOVH��LW�FDSWXUHV�D�PRUH�JHQHUDO�KRXVHKROG�IHDWXUH�RI�PDUJLQDOL]DWLRQ�
6XUSULVLQJO\�DQG�LQ�FRQWUDVW�WR�WKH�VFKRRO�HVWLPDWLRQV��ZH�ILQG�QR�GLIIHUHQFHV�EHWZHHQWKH�GLVWULFWV�IRU� LPPXQL]DWLRQ�DJDLQVW�SROLR��0RUHRYHU�� WKH�SURJUDPPH�GXPPLHV�DUHLQVLJQLILFDQW� DV� ZHOO�� 7KXV� WKH� UHVXOWV� VXJJHVW� WKDW� WKH� OLNHOLKRRG� RI� SROLRLPPXQL]DWLRQ�LV�XQUHODWHG�WR�WKH�SURJUDPPH�RU�WKH�ORFDWLRQ��WKH�FDPSDLJQ�UHDFKHV�DOOWKH� YLOODJHV� LQ� WKH� VWXG\� DUHD� WR� DQ� HTXDO� H[WHQW�� +RZHYHU�� LW� LV� OHVV� VXFFHVVIXO� LQUHDFKLQJ�JLUOV�DQG�WKH�SRRUHVW�FKLOGUHQ�



��

7XEHUFXORVLV�LPPXQL]DWLRQ/RRNLQJ� DW� WKH� LPPXQL]DWLRQ� FRYHUDJH� DJDLQVW� WXEHUFXORVLV� D� QHZ� SDWWHUQ� HPHUJHV�*LUOV�DUH�QR�ORQJHU�VLJQLILFDQWO\�OHVV�OLNHO\�WR�EH�LPPXQL]HG��7KH�QHJDWLYH�FRHIILFLHQWIRU� DJH� UHPDLQV� VLJQLILFDQW�� 7KLV� VXJJHVWV� DQ� LQFUHDVLQJ� WUHQG� RYHU� WLPH� LQWXEHUFXORVLV�LPPXQL]DWLRQ�DV�ZHOO�
,Q� FRQWUDVW� WR� WKH� SROLR� YDFFLQDWLRQV�� LPPXQL]DWLRQ� DJDLQVW� WXEHUFXORVLV� LVVLJQLILFDQWO\� UHODWHG� WR� D� ODUJH� QXPEHU� RI� KRXVHKROG� FKDUDFWHULVWLFV�� 7KH� ILQGLQJVVXJJHVW� WKDW� FKLOGUHQ� IURP� WKH� 6FKHGXOHV� &DVWHV�� IURP�2WKHU� %DFNZDUG� &DVWHV� DQGIURP�0XVOLP�IDPLOLHV�DUH�VLJQLILFDQWO\� OHVV� OLNHO\� WR�EH� LPPXQL]HG� WKDQ� WKH�JHQHUDOFDVWH��+LQGX�SRSXODWLRQ��,Q�DGGLWLRQ�WR� WKHVH�SDUWLDO�FRUUHODWLRQV��ZH�ILQG�WKDW�ERWK�DKLJKHU� JHQHUDO� HGXFDWLRQ� OHYHO�ZLWKLQ� WKH� KRXVHKROG� DQG� D� KLJKHU� IHPDOH� HGXFDWLRQOHYHO� ZLWKLQ� WKH� KRXVHKROG� DUH� SRVLWLYHO\� UHODWHG� WR� WXEHUFXORVLV� LPPXQL]DWLRQFRYHUDJH��0RUHRYHU�� WKH�SRRUHU� D�KRXVHKROG� LV�� WKH� OHVV� OLNHO\� LWV� FKLOGUHQ� DUH� WR�EHLPPXQL]HG��)LQDOO\��D�ODUJHU�KRXVHKROG�VL]H�LV�VLJQLILFDQWO\�DQG�QHJDWLYHO\�UHODWHG�WRWKH�OLNHOLKRRG�RI�LPPXQL]DWLRQ�DJDLQVW�WXEHUFXORVLV�
$FFHVVLELOLW\�FULWHULD�DUH�XQUHODWHG�WR�WKH�OLNHOLKRRG�RI�LPPXQL]DWLRQ��+RZHYHU��ZH�GRILQG� D� VLJQLILFDQW� GLIIHUHQFH� EHWZHHQ� WKH� 'DUEKDQJD� GLVWULFW� RQ� WKH� RQH� KDQG�� DQG0X]DIIDUSXU�DQG�6LWDPDUKL�GLVWULFWV�RQ�WKH�RWKHU�KDQG��&KLOGUHQ�OLYLQJ�LQ� WKH�IRUPHUGLVWULFW�DUH�VLJQLILFDQWO\�OHVV�OLNHO\�WR�EH�LPPXQL]HG�
$�VXUSULVLQJ�UHVXOW�HPHUJHV�IURP�WKH�SURJUDPPH�GXPPLHV��7KH�PHPEHUVKLS�GXPP\LV� LQVLJQLILFDQW�� LQGLFDWLQJ� WKDW� 06� PHPEHUV� GR� QRW� LPPXQL]H� WKHLU� FKLOGUHQVLJQLILFDQWO\�PRUH�RIWHQ�DJDLQVW� WXEHUFXORVLV� WKDQ�QRQ�PHPEHUV� LQ� WKHLU�YLOODJH�DIWHUFRQWUROOLQJ� IRU� RWKHU� FKDUDFWHULVWLFV�� +RZHYHU�� WKH� FRHIILFLHQW� RQ� WKH� 06� YLOODJHGXPP\� LV� KLJKO\� VLJQLILFDQW� DW� WKH� ��� HUURU� OHYHO�� 7KDW� LV�� UHJDUGOHVV� RI� FKLOG�KRXVHKROG� DQG� FRPPXQLW\� FKDUDFWHULVWLFV�� DQG� UHJDUGOHVV� RI� ZKHWKHU� WKHLU� PRWKHUSDUWLFLSDWHV� LQ� WKH� 06� SURJUDPPH�� FKLOGUHQ� OLYLQJ� LQ� YLOODJHV� ZKHUH� WKH� 0DKLOD6DPDNK\D�SURJUDPPH�LV�DFWLYH�DUH�VXEVWDQWLDOO\�PRUH�OLNHO\�WR�EH�LPPXQL]HG�DJDLQVWWXEHUFXORVLV�WKDQ�FKLOGUHQ�LQ�FRQWURO�YLOODJHV�
'LSKWKHULD�LPPXQL]DWLRQ7KH�ILQGLQJV�IRU�WKH�OLNHOLKRRG�RI�LPPXQL]DWLRQ�DJDLQVW�GLSKWKHULD�DUH�FRQVLVWHQW�ZLWKWKH� ILQGLQJV� IRU� WXEHUFXORVLV�� 7KH� RQO\� GLIIHUHQFH� LV� WKDW� KRXVHKROG� SRYHUW\� LV� QRWVLJQLILFDQW� LQ� WKH� OLNHOLKRRG� HVWLPDWLRQ� IRU� GLSKWKHULD�� $OO� RWKHU� FRHIILFLHQWV� UHPDLQWKH� VDPH� LQ� VLJQ� DQG� VLJQLILFDQFH� �L�H�� DJH�� FDVWH�� UHOLJLRQ�� KRXVHKROG� HGXFDWLRQ�KRXVHKROG�VL]H��DQG�WKH�'DUEKDQJD�GXPP\���7KH�UHVXOWV�IRU�WKH�SURJUDPPH�GXPPLHVDUH� VLPLODU� DV� ZHOO�� 7KDW� LV�� PHPEHUVKLS� DV� VXFK� LV� QRW� VLJQLILFDQWO\� UHODWHG� WR� WKHGHSHQGHQW� YDULDEOH�� +RZHYHU�� OLYLQJ� LQ� D� SURJUDPPH� YLOODJH� VLJQLILFDQWO\� UDLVHV� DFKLOG¶V�OLNHOLKRRG�RI�EHLQJ�LPPXQL]HG�UHJDUGOHVV�RI�ZKHWKHU�LW¶V�PRWKHU�LV�DFWXDOO\�DPHPEHU�RI�WKH�0DKLOD�6DPDNK\D�SURJUDPPH�
0HDVOHV�HVWLPDWLRQ)LQDOO\��ZH�HVWLPDWHG�WKH�OLNHOLKRRG�RI�LPPXQL]DWLRQ�DJDLQVW�PHDVOHV�� ,PPXQL]DWLRQDJDLQVW�PHDVOHV� LV� OHDVW�SUHYDOHQW�RI� WKH� IRXU� W\SHV�RI�YDFFLQHV��&KLOG�FKDUDFWHULVWLFVDUH� QRW� VLJQLILFDQWO\� UHODWHG� WR�PHDVOHV� LPPXQL]DWLRQ� �ERWK� WKH� FRHIILFLHQWV� IRU� VH[DQG� DJH� DUH� LQVLJQLILFDQW��� 7KLV� VXJJHVWV� WKDW� FRYHUDJH� RI�PHDVOHV� RYHU� WLPH� LV� QRWLPSURYLQJ��&DVWH��UHOLJLRQ�DQG�SRYHUW\�RI� WKH�KRXVHKROG�DUH�QRW�VLJQLILFDQWO\� UHODWHGWR�WKH�GHSHQGHQW�YDULDEOH�HLWKHU��2Q�WKH�RWKHU�KDQG��WKH�KLJKHVW�HGXFDWLRQ�OHYHO�RI�WKH
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KRXVHKROG� �ERWK� RYHUDOO� DQG� RI� IHPDOHV� RQO\�� LV� SRVLWLYHO\� UHODWHG� WR� PHDVOHVLPPXQL]DWLRQ��6LJQLILFDQWO\�EXW�QHJDWLYHO\�UHODWHG�WR�PHDVOHV�LPPXQL]DWLRQ�LV�WKH�VL]HRI�WKH�KRXVHKROG�
&RPPXQLW\� YDULDEOHV� KDYH� D� VLPLODU� UHODWLRQVKLS� ZLWK� WKH� LPPXQL]DWLRQ� DJDLQVWPHDVOHV�DV�DJDLQVW�WXEHUFXORVLV�RU�GLSKWKHULD��7KH�'DUEKDQJD�FRHIILFLHQW�LV�VLJQLILFDQWDQG�QHJDWLYH��$FFHVVLELOLW\�FULWHULD�DUH�XQUHODWHG��$JDLQ�ZH�ILQG�D�JHQHUDO�LQFUHDVH�LQWKH�OLNHOLKRRG�RI�LPPXQL]DWLRQ�IRU�PHDVOHV�LI�WKH�FKLOG�OLYHV�LQ�D�SURJUDPPH�YLOODJH�DVFRPSDUHG� WR� D� FRQWURO� YLOODJH�� %XW� LQ� DGGLWLRQ� WR� WKLV� YLOODJH� HIIHFW�� ZH� ILQG� DVLJQLILFDQW� LQFUHDVH� LQ� OLNHOLKRRG� LI� D� IHPDOH� PHPEHU� RI� WKH� FKLOG¶V� KRXVHKROG� LVSDUWLFLSDWLQJ�LQ�WKH�SURJUDPPH�KHUVHOI�
&RQFOXVLRQ7R�VXPPDUL]H��WKH�LPPXQL]DWLRQ�DJDLQVW�SROLR��PRVW�SUHYDOHQW�DQG�VWURQJO\�DGYRFDWHGWKURXJK�JRYHUQPHQW�PDVV�FDPSDLJQV��LV�PDLQO\�D�PDWWHU�RI�FKLOG�FKDUDFWHULVWLFV��VH[DQG�DJH���IHPDOH�HGXFDWLRQ�DQG�KRXVHKROG�SRYHUW\��7KH�0DKLOD�6DPDNK\D�SURJUDPPHVHHPV�XQUHODWHG�WR�RXWFRPHV��)RU� WXEHUFXORVLV�DQG�GLSKWKHULD�RQ� WKH�RWKHU�KDQG�� WKH0DKLOD�6DPDNK\D�SURJUDPPH�LQFUHDVHV�WKH�OLNHOLKRRG�RI�LPPXQL]DWLRQ�VLJQLILFDQWO\�LUUHVSHFWLYH� RI� DFWXDO� SDUWLFLSDWLRQ� LQ� WKH� SURJUDPPH�� +RXVHKROG� FKDUDFWHULVWLFV�FDVWH�� UHOLJLRQ�� SRYHUW\�� HGXFDWLRQ� DQG� VL]H�� EHFRPH� PXFK� PRUH� LPSRUWDQW� LQSUHGLFWLQJ�LPPXQL]DWLRQ�FRYHUDJH��)LQDOO\��WKH�LPPXQL]DWLRQ�DJDLQVW�PHDVOHV��ORZHVWRYHUDOO��VKRZV�D�VLPLODU�VLJQLILFDQW�HIIHFW�RI�WKH�SUHVHQFH�RI�06�LQ�D�YLOODJH��2Q�WRS�RIWKLV�HIIHFW��SDUWLFLSDQWV�DUH�VLJQLILFDQWO\�PRUH�OLNHO\�WR�LPPXQL]H�WKHLU�FKLOGUHQ��7KDWLV��SDUW�RI�WKH�UHODWLRQVKLS�ZLWK�06�UHPDLQV�OLPLWHG�WR�WKH�SDUWLFLSDQWV�
��� +HDOWK�DQG�K\JLHQH
,PPXQL]DWLRQ� LV� RQO\� RQH� RI� WKH� LQGLFDWRUV� RI� KHDOWK\� SK\VLFDO� FKLOG� GHYHORSPHQW�2WKHU� LQGLFDWRUV� ZRXOG� FRQVLVW� IRU� H[DPSOH� RI� DQWKURSRPHWULF� PHDVXUHV�8QIRUWXQDWHO\�ZH�GR�QRW�KDYH�WKHVH�GHWDLOHG�GDWD�IRU�WKH�FKLOGUHQ�LQ� WKH�VDPSOH��:HGR� KDYH� WKH� RFFXUUHQFH� RI� GLDUUKHD� LQ� WKH� IDPLO\� DQG� WKH� WUHDWPHQW� WKHUHRI�� 6LQFHRFFXUUHQFH� RI� GLDUUKHD� FRXOG� EH� FRQVLGHUHG� D� SUR[\� IRU� K\JLHQH� LQ� WKH� IDPLO\�� DQGWUHDWPHQW�RI�WKH�GLVHDVH�FRXOG�EH�DQ�LQGLFDWRU�RI�KHDOWK�NQRZOHGJH��ZH�VXJJHVW�WR�XVHWKLV�YDULDEOH��,PSRUWDQW�LQ�WKLV�UHVSHFW�LV�WKDW�D�PDMRULW\�RI�WKH�SHRSOH�VXIIHULQJ�IURPGLDUUKHD�DUH�FKLOGUHQ��VHH�)LJXUH�������DQG�WKDW�WKH�FRQVHTXHQFHV�RI�GLDUUKHD�IRU�\RXQJFKLOGUHQ�FDQ�EH�VHYHUH��<RXQJ�������
'HVFULSWLYH�DQDO\VLV�RI�WKH�SUHYDOHQFH�DQG�WUHDWPHQW�RI�GLDUUKHD7KHUH�LV�D�UHODWLYHO\�KLJK�SUHYDOHQFH�RI�GLDUUKHD�LQ�WKH�VWXG\�DUHD�LQ�JHQHUDO��'LDUUKHDRFFXUUHG�LQ�DERXW�RQH�WKLUG�RI�DOO�KRXVHKROGV�GXULQJ�WKH�ODVW�IRXU�ZHHNV��:KHUHDV�LWVHHPV� WKDW� VOLJKWO\� PRUH� 06� KRXVHKROG� PHPEHUV� KDYH� H[SHULHQFHG� GLDUUKHD� WKDQPHPEHUV�IURP�WKH�RWKHU�KRXVHKROGV��VHH�)LJXUH�������WKH�GLIIHUHQFH�LV�QRW�VLJQLILFDQW�7KH�EHWWHU�SHUIRUPDQFH�RI�QRQ�SDUWLFLSDQWV�DQG�WKH�FRQWURO�JURXS�FRXOG�EH�FDXVHG�E\WKH�IDFW�WKDW�WKHVH�IDPLOLHV�DUH�UHODWLYHO\�PRUH�RIWHQ�IURP�JHQHUDO�FDVWHV��7KH�JHQHUDOFDVWH�JURXS�GLG�QRW�KDYH�GLDUUKHD�������RI� WKH� WLPH�GXULQJ� ODVW�PRQWK�FRPSDUHG� WR������RI�6&�67�IDPLOLHV�WKDW�GLG�QRW�VXIIHU�IURP�GLDUUKHD�
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)LJXUH�����3UHYDOHQFH�RI�GLDUUKHD�LQ�WKH�KRXVHKROG�GXULQJ�WKH�ODVW�IRXU�ZHHNV

,I�ZH�FRPSDUH�WKH�WKUHH�GLVWULFWV�ZLWK�HDFK�RWKHU��LW�EHFRPHV�FOHDU�WKDW�K\JLHQH�GLIIHUVVXEVWDQWLDOO\� DPRQJ� WKHP� �VHH� )LJXUH� ������0X]DIIDUSXU� VFRUHV� UHODWLYHO\�ZHOO�ZLWKDERXW� ���� RI� KRXVHKROGV� ZLWK� GLDUUKHD� �RI� ZKRP� ���� FRQFHUQLQJ� FKLOGUHQ��� ,Q6LWDPDUKL� DQG� 'DUEKDQJD� RQ� WKH� RWKHU� KDQG� ���� DQG� ���� RI� WKH� KRXVHKROGVUHVSHFWLYHO\�KDYH�H[SHULHQFHG�GLDUUKHD� �����DQG�����FRQFHUQLQJ� FKLOGUHQ���:LWKLQWKH� GLVWULFWV�� DJDLQ� WKH� GLIIHUHQFH� EHWZHHQ� 06�� QRQ�06� DQG� FRQWURO� KRXVHKROGV� LVJHQHUDOO\�LQVLJQLILFDQW�
)LJXUH�����3UHYDOHQFH�RI�GLDUUKHD�GXULQJ�WKH�ODVW�IRXU�ZHHNV�E\�GLVWULFW

$�GLIIHUHQW�SDWWHUQ�DULVHV�LI�ZH�FRQVLGHU�WKH�PDLQ�PHDQV�RI�WUHDWPHQW�RI�GLDUUKHD��VHH)LJXUH� ������ ,Q� JHQHUDO�� 2UDO� 5HK\GUDWLRQ� 7KHUDS\� �257�� ZRXOG� EH� WKH� PRVWDSSURSULDWH� WUHDWPHQW�RI�GLDUUKHD�� ,Q� WKH�FRQWURO�YLOODJHV�RQO\����RI� WKH�KRXVHKROGVWKDW� H[SHULHQFHG� GLDUUKHD� XVHG�257�� ���� RI� WKH� KRXVHKROGV� WUHDW� WKH� GLVHDVH� ZLWKPHGLFLQHV�DQG����SURYLGH�QR�WUHDWPHQW�DW�DOO�� ,Q�06�YLOODJHV�ERWK�JURXSV�DUH�EHWWHU

���������������������������������

06PHPEHUV 1RQ�PHPEHUV &RQWURO

%RWK�DGXOWV�DQG�FKLOGUHQ2QO\�FKLOGUHQ2QO\�DGXOWV1R
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0X]DIIDUSXU 6LWDPDUKL 'DUEKDQJD

%RWK�DGXOWV�DQG�FKLOGUHQ2QO\�FKLOGUHQ2QO\�DGXOWV1R
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DZDUH� RI� SRVVLELOLWLHV�� 7KH� 06� PHPEHUV� JLYH� 257� ���� RI� WKH� WLPH� DQG� JLYHPHGLFLQHV�LQ�RQO\�����RI�WKH�FDVHV��/HVV�WKDQ����RI�WKH�KRXVHKROGV�GRHV�QRW�WUHDW�WKHGLVHDVH��(YHQ�QRQ�PHPEHUV�XVH�257����RI�WKH�WLPH�DQG�PHGLFLQHV�����ZLWK�DJDLQOHVV�WKDQ����ZKR�GRHV�QRW�SURYLGH�WUHDWPHQW��7KHVH�GLIIHUHQFHV�DUH�VLJQLILFDQW�DW�WKH���OHYHO��7KH�RWKHU�SHUFHQWDJHV�LQFOXGH�JLYLQJ�UHGXFHG�RU�VSHFLDO�IRRG�
,W� VHHPV� WKDW�� DOWKRXJK� K\JLHQH� SUDFWLFHV� GR� QRW� VLJQLILFDQWO\� GLIIHU� EHWZHHQ� WKHJURXSV�� WUHDWPHQW� VWUDWHJLHV� IRU� GLDUUKHD� DUH� PRUH� EDVHG� RQ� 257� LQ� 06� YLOODJHV�HVSHFLDOO\�ZLWKLQ�06�IDPLOLHV���0RUHRYHU��IDPLOLHV�OLYLQJ�LQ�06�YLOODJHV�KDUGO\�HYHUOHDYH�WKH�GLVHDVH�XQWUHDWHG�LQ�FRQWUDVW�WR����RI�WKH�FRQWURO�IDPLOLHV�
)LJXUH�����7UHDWPHQW�RI�GLDUUKHD

(VWLPDWLRQ�RI�KHDOWK�LQGLFDWRUV7R� GLVHQWDQJOH� WKH� UHODWLRQVKLS� EHWZHHQ� GLDUUKHD� RFFXUUHQFH�WUHDWPHQW� DQG� WKHSURJUDPPH�IURP�WKH�HIIHFWV�RI�RWKHU�YDULDEOHV��ZH�HVWLPDWH�WKH�PD[LPXP�OLNHOLKRRGRI�RFFXUUHQFH�DQG�WUHDWPHQW�FRQWUROOLQJ�IRU�KRXVHKROG�DQG�FRPPXQLW\�FKDUDFWHULVWLFV�
7KH� UHVXOWV� VKRZ� WKDW� KRXVHKROG� FDVWH�� UHOLJLRQ� DQG� HGXFDWLRQ� DUH� QRW� VLJQLILFDQWO\UHODWHG� WR� WKH� RFFXUUHQFH� RI� GLDUUKHD� LQ� WKH� KRXVHKROG� GXULQJ� WKH� ODVW� IRXU� ZHHNV�6XUSULVLQJO\��WKH�SUHVHQFH�RI�DGHTXDWH�VDQLWDWLRQ�IDFLOLWLHV�LQ�D�KRXVHKROG�LV�XQUHODWHGWR� GLDUUKHD� DV� ZHOO�� +RZHYHU�� ZH� VKRXOG� UHDOL]H� WKDW� WKH� RYHUDOO� SHUFHQWDJH� RIVDQLWDWLRQ� IDFLOLWLHV� LQ� WKH� UHJLRQ� LV� H[WUHPHO\� ORZ�� ����� ,Q� FRQWUDVW�� RFFXUUHQFH� RIGLDUUKHD� EHFRPHV� VLJQLILFDQWO\� PRUH� OLNHO\� ZLWK� LQFUHDVLQJ� SRYHUW\�� LQFUHDVLQJKRXVHKROG� VL]H� DQG� LQFUHDVLQJ� GHSHQGHQF\� UDWLR�� 7KDW� LV�� SRRUHU� KRXVHKROGV� VXIIHUPRUH�IURP�GLDUUKHD�DV�ZHOO�DV�KRXVHKROGV�ZLWK�D� ODUJHU�QXPEHU�RI�FKLOGUHQ��%RWK�LQ6LWDPDUKL�DQG�'DUEKDQJD�GLDUUKHD�LV�PRUH�SUHYDOHQW�WKDQ�LQ�0X]DIIDUSXU��7KLV�FRXOGEH�UHODWHG�WR�WKH�VWDUW�RI�WKH�8QLFHI�VDQLWDWLRQ�SURMHFW�HIIHFWXDWHG�WKURXJK�WKH�0DKLOD6DPDNK\D�SURJUDPPH�LQ�WKH�ODWWHU�GLVWULFW�
:H� ILQG� D� VLJQLILFDQW� DQG� SRVLWLYH� SURJUDPPH� YLOODJH� HIIHFW�� 3UHVHQFH� RI� WKH� 06SURJUDPPH�LQ�D�YLOODJH�VLJQLILFDQWO\�GHFUHDVHV�WKH�SUHYDOHQFH�RI�GLDUUKHD�FRPSDUHG�WRKRXVHKROGV� LQ�FRQWURO�YLOODJHV��7KH� UHVXOWV�GR�QRW� VXSSRUW� WKH�K\SRWKHVLV� WKDW�DFWLYHSDUWLFLSDWLRQ� LQ� WKH� SURJUDPPH� KDV� DQ� DGGLWLRQDO� HIIHFW� RQ� K\JLHQH� ZLWKLQ� WKHKRXVHKROG�

3DUWLFLSDQWV�LQ�06�YLOODJHV

UHGXFHG�RU�VSHFLDO�IRRG2UDO�UHK\GUDWLRQ�WKHUDS\1R�WUHDWPHQW0HGHFLQHV

QRQ�SDUWLFLSDQWV�LQ�06�YLOODJHV FRQWURO�JURXS



��

7KH� UHVXOWV� RI� WKH� ORJLVWLF� HVWLPDWLRQ� IRU� WKH� WUHDWPHQW� RI� GLDUUKHD� VKRZV� D� VLPLODUSURJUDPPH� YLOODJH� UHODWLRQVKLS��ZLWK� KRXVHKROGV� LQ�06� YLOODJHV� VLJQLILFDQWO\� PRUHOLNHO\� WR� XVH� 257� WKDQ� WKRVH� LQ� FRQWURO� YLOODJHV�� 0RUHRYHU�� WKH� UHVXOWV� VKRZ� WKDWDFWLYH� SDUWLFLSDQWV� LQ� WKH� SURJUDPPH� DUH� VLJQLILFDQWO\� PRUH� OLNHO\� WR� WUHDW� GLDUUKHDZLWK�257�LQVWHDG�RI�PHGLFLQHV�WKDQ�QRQ�SDUWLFLSDQWV�LQ�WKHLU�YLOODJH�
/RRNLQJ�DW�ERWK�WKH�HVWLPDWLRQV�IRU�WUHDWPHQW�ZLWK�257�DQG�ZLWK�PHGLFLQHV��ZH�ILQGDQ�DOPRVW�PLUURUHG�UHVXOW��2YHUDOO��KRXVHKROGV�IURP�WKH�6FKHGXOHG�&DVWHV�DQG�2WKHU%DFNZDUG�&DVWHV�DV�ZHOO� DV�0XVOLP�KRXVHKROGV�DUH� VLJQLILFDQWO\�PRUH� OLNHO\� WR�XVHPHGLFLQHV� DQG� OHVV� OLNHO\� WR� XVH� 257� WKDQ� KRXVHKROGV� IURP� WKH� *HQHUDO� &DVWHV�3HRSOH�LQ�'DUEKDQJD�DUH�VLJQLILFDQWO\�PRUH�OLNHO\�WR�XVH�PHGLFLQHV�LQVWHDG�RI�257�DVZHOO�� $OVR�� EHWWHU�HGXFDWHG� KRXVHKROGV� DUH� PRUH� OLNHO\� WR� WUHDW� GLDUUKHD� ZLWKPHGLFLQHV� WKDQ� ZLWK� 257�� +RZHYHU�� WKH� OLNHOLKRRG� RI� 257� GRHV� LQFUHDVH� LI� WKHKLJKHVW� IHPDOH HGXFDWLRQ� OHYHO� ZLWKLQ� WKH� KRXVHKROG� LQFUHDVHV�� 7KLV� VXJJHVWV� WKDWZRPHQ�SOD\�D�GLVWLQFW�UROH�LQ�KRXVHKROG�KHDOWK�LVVXHV��$�ILQDO�ILQGLQJ�LV�UHODWHG�WR�WKHKRXVHKROG�VL]H��WKH�ODUJHU�WKH�VL]H�RI�WKH�KRXVHKROG�WKH�OHVV�OLNHO\�WKH�KRXVHKROG�LV�WRXVH�PHGLFLQHV�WR�WUHDW�GLDUUKHD��)RU�WKLV�YDULDEOH�ZH�GR�QRW�ILQG�DQ�LQFUHDVH�LQ�WKH�XVHRI�257��VXJJHVWLQJ�WKDW�ODUJHU�KRXVHKROGV�OHDYH�GLDUUKHD�XQWUHDWHG�PRUH�RIWHQ�
$OWKRXJK�WKH�PHDQV�RI�WUHDWPHQW�GLIIHU��WKH�PDMRULW\�RI�KRXVHKROGV�GR�JLYH�WUHDWPHQW�,Q�SDUWLFXODU��JHQHUDO�FDVWH�KRXVHKROGV�DQG�DOO�KRXVHKROGV�LQ�0X]DIIDUSXU�DOZD\V�WUHDWGLDUUKHD�� $PRQJ� WKH� 6&�67�� 2%&� DQG� 0XVOLP� KRXVHKROGV� LQ� 6LWDPDUKL� DQG'DUEKDQJD� GLVWULFWV�� WKH� UHVXOWV� LQGLFDWH� WKDW� KRXVHKROGV� DUH� PRVW� OLNHO\� WR� OHDYHGLDUUKHD� XQWUHDWHG� LI� WKH\� DUH� OHVV� HGXFDWHG�� KDYH� ORZHU� IHPDOH� HGXFDWLRQ�� DQG� DUHSRRU��0RUHRYHU��ODUJHU�KRXVHKROGV�DUH�PRUH�OLNHO\�QRW�WR�WUHDW�WKH�GLVHDVH��%XW�LI�WKHQXPEHU� RI� FKLOGUHQ� LQ� WKH� KRXVHKROG� LQFUHDVHV�� OLNHOLKRRG� RI� WUHDWPHQW� LQFUHDVHV� DVZHOO�



��

�� &RQFOXVLRQ
,Q� WKLV� UHSRUW��ZH� DQDO\]H� WKH� UROH� RI� VRFLDO� FDSLWDO� LQ� HDUO\� FKLOGKRRG� GHYHORSPHQWRXWFRPHV�� SUH�� DQG� SULPDU\� VFKRRO� HQUROPHQW�� LPPXQL]DWLRQ� FRYHUDJH� DQG� WKHRFFXUUHQFH�DQG�WUHDWPHQW�RI�GLDUUKHD�DV�D�SUR[\�IRU�KHDOWK�SUDFWLFHV��,Q�SDUWLFXODU��ZHKDYH�LQYHVWLJDWHG�WKH�UHODWLRQVKLS�EHWZHHQ�D�ZRPHQ¶V�HPSRZHUPHQW�SURJUDPPH�DQGFKLOG�RXWFRPHV�LQ�SURJUDPPH�DQG�FRQWURO�YLOODJHV�LQ�UXUDO�%LKDU��,QGLD�
:H�K\SRWKHVL]HG�WKDW�WKH�UHODWLRQVKLS�FRXOG�EH�EDVHG�RQ�WZR�W\SHV�RI�VRFLDO�FDSLWDO�)LUVW�� VRFLDO� FDSLWDO� FDQ�EH� LQWHUSUHWHG� DV� D� UHVRXUFH� IRU� LQGLYLGXDOV�� LQ� WKLV� FDVH� WKHFKLOG��:H�IRUPXODWHG�WKH�K\SRWKHVLV�WKDW�WKH�0DKLOD�6DPDNK\D�SURJUDPPH�LQFUHDVHVLQIRUPDWLRQDO� UHVRXUFHV� ZLWKLQ� WKH� VRFLDO� QHWZRUN� RI� D� FKLOG¶V� SDUHQWV�� WKHUHE\LQFUHDVLQJ�SDUHQWDO�NQRZOHGJH�DQG�DZDUHQHVV�RI�FKLOG�GHYHORSPHQW�LVVXHV��2Q�WKH�RQHKDQG��WKLV�UHIHUV�WR�LQIRUPDWLRQDO�UHVRXUFHV�ZLWKLQ�WKH�ZRPHQ¶V�JURXSV��2Q�WKH�RWKHUKDQG�� LQIRUPDWLRQ� FDQ� IORZ� WKURXJK� ZLGHU� FRPPXQLW\� QHWZRUNV� DQG� UHDFK� QRQ�PHPEHUV�DV�ZHOO�
6HFRQG�� VRFLDO� FDSLWDO� FDQ� EH� WKRXJKW� RI� DV� WKH� ZLOOLQJQHVV� RI� D� FRPPXQLW\� WRFRRSHUDWH�DQG�HQJDJH�LQ�VFKRRO�DQG�FRPPXQLW\�SURMHFWV��7KH�UHSRUW� LQYHVWLJDWHG�WKHK\SRWKHVLV� WKDW� WKH� ZRPHQ¶V� HPSRZHUPHQW� SURJUDPPH� LQFUHDVHV� FRRSHUDWLYHEHKDYLRU� ZLWKLQ� WKH� ZRPHQ¶V� JURXSV�� ZKLFK� LQ� WXUQ� ZRXOG� UHVXOW� LQ� LQFUHDVHGSDUWLFLSDWLRQ� LQ� VFKRRO� DQG� LQ� FRPPXQLW\�SURMHFWV��$JDLQ�� D� UHODWHG�K\SRWKHVLV� WHVWVZKHWKHU� WKLV� LQFUHDVHG� FRRSHUDWLRQ� UHDFKHV�EH\RQG� WKH� LPPHGLDWH�ZRPHQ¶V� JURXSV¶ERXQGDULHV�
%RWK� SDWKZD\V�� LQFUHDVHG� DZDUHQHVV� DQG� LQFUHDVHG� FROOHFWLYH� DFWLRQ�� ZHUH� WKHQDVVXPHG�WR�OHDG�WR�EHWWHU�FKLOG�RXWFRPHV��$OWKRXJK�ZH�FDQQRW�GLUHFWO\�LQIHU�FDXVDOLW\IURP�WKH�UHVXOWV�� WKH� ILQGLQJV�DUH�VWURQJO\� VXJJHVWLYH�RI�D� UHODWLRQVKLS�EHWZHHQ�ERWKVRXUFHV�RI�VRFLDO�FDSLWDO�DQG�FKLOG�RXWFRPHV�
,Q� &KDSWHU� �� ZH� VKRZ� WKDW� PHPEHUV� RI� WKH� 0DKLOD� 6DPDNK\D� SURJUDPPH� DUHVLJQLILFDQWO\�PRUH�DZDUH�RI�WKH�LPSRUWDQFH�RI�HGXFDWLRQ�IRU�ERWK�JLUOV�DQG�ER\V��DQGRI� WKH� YDOXH� RI� DSSURSULDWH� HDUO\� FKLOGKRRG� GHYHORSPHQW�� WKDQ� QRQ�SDUWLFLSDQWV� LQSURJUDPPH�YLOODJHV��6LQFH�DQ�LPSRUWDQW�SDUW�RI�WKH�SURJUDPPH�FRQVLVWV�RI�LQFUHDVLQJDZDUHQHVV� RQ� HGXFDWLRQDO� LVVXHV�� WKLV� ILQGLQJ� VXJJHVWV� WKDW� WKH� LQIRUPDWLRQ� DQGNQRZOHGJH�RI�HGXFDWLRQ�LQ�WKH�SDUWLFLSDQWV¶�QHWZRUN�KDV�LQFUHDVHG��6HFRQG��PHPEHUVRI�WKH�0DKLOD�6DPDNK\D�SURJUDPPH�DUH�VLJQLILFDQWO\�PRUH�OLNHO\�WKDQ�QRQ�PHPEHUVWR�SDUWLFLSDWH�LQ�WKH�PDQDJHPHQW�RI�WKH�VFKRRO��WR�SDUWLFLSDWH�LQ��SUH��VFKRRO�DFWLYLWLHVDQG� WR� FRQWULEXWH� WR� WKH� FRQVWUXFWLRQ� RI� �SUH��VFKRROV�� $JDLQ�� WKH� HPSKDVLV� RI� WKHSURJUDPPH� RQ� LQFUHDVHG� FROOHFWLYH� DFWLRQ� DPRQJ� LWV� PHPEHUV¶� VXJJHVWV� D� SRVLWLYHUHODWLRQ�EHWZHHQ�SDUWLFLSDWLRQ�LQ�WKH�SURJUDPPH�DQG�WKH�ZLOOLQJQHVV�WR�FRRSHUDWH�DQGHQJDJH�LQ�FROOHFWLYH�DFWLRQ�
6RPH�FDXWLRQ�LV�QHFHVVDU\�ZLWK�UHVSHFW�WR�WKH�LQIHUHQFH�RI�FDXVDO�HIIHFWV��3DUWLFLSDWLRQLQ� WKH�SURJUDPPH� LV�EDVHG�RQ�VHOI�VHOHFWLRQ��0HPEHUV�PLJKW�KDYH�EHHQ�SDUWLFXODUO\LQWHUHVWHG� LQ� HGXFDWLRQ� �DQG� RWKHU� FKLOG� LVVXHV�� DOUHDG\� SULRU� WR� SDUWLFLSDWLRQ�+RZHYHU��WKH�OLPLWHG�LQLWLDO�DZDUHQHVV�DPRQJ�WKH�WDUJHW�JURXS�DQG�WKH�VORZ�SURFHVV�RIPRWLYDWLQJ�ZRPHQ�LQWR�MRLQLQJ�D�ZRPHQ¶V�FROOHFWLYH�VXJJHVW�WKDW�D�VLJQLILFDQW�SDUW�RIWKH�GLIIHUHQFHV�LQ�DWWLWXGHV�DQG�EHKDYLRU�EHWZHHQ�SDUWLFLSDQWV�DQG�QRQ�SDUWLFLSDQWV�LVUHODWHG�WR�SURJUDPPH�DFWLYLWLHV�
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$� VHFRQG� PDLQ� ILQGLQJ� RI� FKDSWHU� �� LV� WKDW� ERWK� WKH� LQFUHDVHG� DZDUHQHVV� DQG� WKHLQFUHDVHG�FRRSHUDWLRQ�GR�QRW�UHPDLQ�OLPLWHG�WR�SDUWLFLSDQWV��1RQ�SDUWLFLSDQWV�OLYLQJ�LQYLOODJHV�ZKHUH� WKH�SURJUDPPH�LV�DFWLYH� LQ� WXUQ�VHHP�WR�EH�VLJQLILFDQWO\�PRUH�DZDUHWKDQ� ZRPHQ� LQ� FRQWURO� YLOODJHV� RI� WKH� YDOXH� RI� FKLOGUHQ¶V� HGXFDWLRQ�� HVSHFLDOO\� RIJLUOV��DQG�RI�SUHVFKRRO��0RUHRYHU��SDUWLFLSDWLRQ�LQ�VFKRRO�PDQDJHPHQW�DQG�DFWLYLWLHVDV� ZHOO� DV� FRQWULEXWLRQ� WR� WKH� FRQVWUXFWLRQ� RI� �SUH��VFKRROV� LV� VLJQLILFDQWO\� KLJKHUDPRQJ�QRQ�SDUWLFLSDWLQJ�KRXVHKROGV�LQ�SURJUDPPH�YLOODJHV�WKDQ�DPRQJ�KRXVHKROGV�LQFRQWURO�YLOODJHV��7KHVH�ILQGLQJV�VXJJHVW�VWURQJ�VSLOORYHU�HIIHFWV�RI�WKH�SURJUDPPH�RQRWKHU��QRQ�SDUWLFLSDWLQJ�FRPPXQLW\�PHPEHUV�
,W�FRXOG�EH�SRVVLEOH�WKDW�GLIIHUHQFHV�LQ�FKDUDFWHULVWLFV�EHWZHHQ�SURJUDPPH�DQG�FRQWUROYLOODJHV�H[SODLQ�SDUW�RI�WKHVH�HIIHFWV��+RZHYHU��WKH�SURJUDPPH�LV�DFWLYH�HVSHFLDOO\�LQWKH� PRVW� GLVDGYDQWDJHG� EORFNV� ZLWK� ORZHVW� VRFLR�HFRQRPLF� LQGLFDWRUV�� ,I� DQ\WKLQJ�XQREVHUYHG� GLIIHUHQFHV� DUH� OLNHO\� WR� UHVXOW� LQ� D� GRZQZDUG� ELDV� RI� WKH� SURJUDPPHYLOODJH�FRUUHODWLRQV�
&KDSWHU���UHODWHV�WKH�SUHVHQFH�RI�DQG�SDUWLFLSDWLRQ�LQ�WKH�SURJUDPPH�WR�SUHVFKRRO�DQGSULPDU\�VFKRRO�HQUROPHQW��7KH�UHVXOWV�FRQILUP�D�VLJQLILFDQW�DQG�SRVLWLYH�UHODWLRQVKLS�HYHQ� DIWHU� FRQWUROOLQJ� IRU� FKLOG�� KRXVHKROG� DQG� FRPPXQLW\� FKDUDFWHULVWLFV�� 2YHUDOO�FKLOGUHQ�DUH� VLJQLILFDQWO\�PRUH� OLNHO\� WR�EH� HQUROOHG� LQ�SUHVFKRRO� LI� WKHLU�PRWKHU� �RUDQRWKHU�IHPDOH�KRXVHKROG�PHPEHU��LV�D�PHPEHU�RI�0DKLOD�6DPDNK\D��,Q�DGGLWLRQ��WKHOLNHOLKRRG� RI� HQUROPHQW� LQFUHDVHV� LI� WKH\� OLYH� LQ� SURJUDPPH� YLOODJHV�� UHJDUGOHVV� RIDFWLYH� SDUWLFLSDWLRQ�� 0RUHRYHU�� SUHVFKRRO� HQUROPHQW� LV� VLJQLILFDQWO\� UHODWHG� WR� WKHQXPEHU� RI� SUHVFKRROV��ZKLFK� LQ� WXUQ� LV� SRVLWLYHO\� FRUUHODWHG� WR� WKH� H[LVWHQFH� RI� WKHSURJUDPPH�LQ�D�YLOODJH�
7KHVH� UHVXOWV� VHHP� WR� FRQILUP� WKH� K\SRWKHVL]HG� UHODWLRQVKLS� ZLWK� ERWK� VRXUFHV� RIVRFLDO�FDSLWDO��2Q�WKH�RQH�KDQG��WKH�SUHVHQFH�RI�WKH�0DKLOD�6DPDNK\D�SURJUDPPH�LQ�DYLOODJH�LQFUHDVHV�WKH�QXPEHU�RI�SUHVFKRROV�WKURXJK�FRPPXQLW\�FROOHFWLYH�DFWLRQ��7KLVLQ� WXUQ� LV� SRVLWLYHO\� UHODWHG� WR� HQUROPHQW�� 2Q� WKH� RWKHU� KDQG� WKH� SURJUDPPH� UDLVHVDZDUHQHVV�DERXW�HGXFDWLRQ�DPRQJ�FRPPXQLW\�PHPEHUV��7KH�VLJQLILFDQW�FRHIILFLHQW�RIWKH� SURJUDPPH� YDULDEOHV� LQ� DGGLWLRQ� WR� WKH� QXPEHU� RI� SUHVFKRROV� VXJJHVWV� WKDW� WKHLQFUHDVHG�DZDUHQHVV�SOD\V�D�VHSDUDWH�DQG�GLVWLQFW� UROH� LQ� WKH� OLNHOLKRRG�RI�SUHVFKRROHQUROPHQW�� 6LQFH� ERWK� WKH� GXPPLHV� IRU� SURJUDPPH� YLOODJH� DQG� SURJUDPPHPHPEHUVKLS� DUH� KLJKO\� VLJQLILFDQW�� LW� VHHPV� WKDW� SDUWLFLSDQWV� EHQHILW�PRVW� IURP� WKHSURJUDPPH�EXW�WKDW�QRQ�SDUWLFLSDQWV�EHQHILW�DV�ZHOO�
7KH� HVWLPDWLRQV� IRU� SULPDU\�PLGGOH� VFKRRO� HQUROPHQW� VKRZ� D� VLPLODU� HIIHFW� RI� WKHSURJUDPPH�RQ�FKLOGUHQ�IURP�SDUWLFLSDWLQJ�KRXVHKROGV��+RZHYHU��WKH�VSLOORYHU�HIIHFWVRQ�QRQ�SDUWLFLSDQWV�OLYLQJ�LQ�SURJUDPPH�YLOODJHV�DUH�QRW�HTXDOO\�ODUJH�IRU�DOO�FKLOGUHQDW�WKH�SULPDU\�PLGGOH�VFKRRO�OHYHO��7KH�UHVXOWV�VXJJHVW�WKDW�JLUOV�DQG�6&�67�FKLOGUHQLQ�SURJUDPPH�YLOODJHV�DUH�PRUH�OLNHO\�WR�EH�HQUROOHG�WKDQ�LQ�FRQWURO�YLOODJHV�HYHQ�LIWKHLU�PRWKHUV�GR�QRW�DFWLYHO\�SDUWLFLSDWH��:H�GR�QRW�ILQG�WKLV�UHODWLRQVKLS�IRU�ER\V�DQGFKLOGUHQ�IURP�RWKHU�FDVWHV�RU�IURP�0XVOLP�IDPLOLHV�
&KDSWHU���IRFXVHV�RQ�WKH�KHDOWK�RI�\RXQJ�FKLOGUHQ��7KH�VWXG\�GRHV�QRW�FRQWDLQ�GDWD�RQDWWLWXGHV�UHJDUGLQJ�LPPXQL]DWLRQ�RU�K\JLHQH��VR�WKH�UHSRUW�RQO\�WHVWV�WKH�UHODWLRQVKLSRI�FKLOG�KHDOWK�RXWFRPHV�ZLWK�SURJUDPPH�YDULDEOHV�



��

:LWK�UHVSHFW� WR� LPPXQL]DWLRQ�ZH�QHHG� WR�GLVWLQJXLVK�EHWZHHQ� LPPXQL]DWLRQ�DJDLQVWSROLR�RQ�WKH�RQH�KDQG�DQG�DJDLQVW� WXEHUFXORVLV��GLSKWKHULD�DQG�PHDVOHV�RQ�WKH�RWKHU�7KH� HIIHFWV� RI� WKH� UHFHQW� PDVV� SROLR� FDPSDLJQV� FRQGXFWHG� E\� WKH� JRYHUQPHQW� DUHFOHDUO\� YLVLEOH�� $� VLJQLILFDQWO\� ODUJHU� SHUFHQWDJH� RI� FKLOGUHQ� LV� LPPXQL]HG� DJDLQVWSROLR� WKDQ� DJDLQVW� WKH� RWKHU� GLVHDVHV�� 3URJUDPPH� YDULDEOHV� DUH� LQVLJQLILFDQW� LQ� WKLVUHVSHFW�� LQGLFDWLQJ� WKDW� WKH� PDVV� FDPSDLJQ� UHDFKHV� DOO� KRXVHKROGV� DOLNH�� +RZHYHU�JLUOV�DV�ZHOO�DV�FKLOGUHQ�IURP�WKH�SRRUHVW�KRXVHKROGV�DUH�VLJQLILFDQWO\�OHVV�OLNHO\�WR�JHWD�SROLR� LPPXQL]DWLRQ��7KLV� LQGLFDWHV� WKDW� WKH� FDPSDLJQ�PLJKW�EH� JHQGHU�ELDVHG� DQGQRQ�LQFOXVLYH�
,Q� FRQWUDVW�� WKH� SUHVHQFH� RI� WKH� 0DKLOD� 6DPDNK\D� SURJUDPPH� VHHPV� WR� SOD\� DVLJQLILFDQW�UROH�LQ�LPPXQL]DWLRQV�DJDLQVW�WKH�RWKHU�WKUHH�W\SHV�RI�SUHYHQWDEOH�GLVHDVHV�&KLOGUHQ� LQ�SURJUDPPH�YLOODJHV� DUH� VLJQLILFDQWO\�PRUH� OLNHO\� WR� EH� LPPXQL]HG� WKDQWKHLU�FRXQWHUSDUWV�LQ�FRQWURO�YLOODJHV��6XUSULVLQJO\��IRU�WXEHUFXORVLV�DQG�GLSKWKHULD�ZHRQO\� ILQG�D� VLJQLILFDQW�FRHIILFLHQW� IRU� WKH�YLOODJH�GXPP\�� DQG�QRW� IRU� WKH� LQGLYLGXDOPHPEHUVKLS� GXPP\�� 7KDW� LV�� WKH� UHVXOWV� VXJJHVW� WKDW� WKH� UHODWLRQVKLS� EHWZHHQ� WKHSURJUDPPH�DQG� LPPXQL]DWLRQ� LV�QRW� OLPLWHG� WR�PHPEHUV�EXW� LV� FRPPXQLW\�ZLGH�� ,QRWKHU� ZRUGV�� WKH� VSLOORYHU� HIIHFWV� RI� WKH� SURJUDPPH� ZRXOG� EH� HTXDO� LQ� VL]H� WR� WKHGLUHFW�HIIHFW�RQ�PHPEHUV��1RWH�WKDW�IRU�PHDVOHV��ZH�GR�ILQG�D�VLJQLILFDQW�FRHIILFLHQWRQ�PHPEHUVKLS�
$V� D� SUR[\� IRU� K\JLHQH� DQG� KHDOWK� NQRZOHGJH� LQ� WKH� KRXVHKROG� ZH� XVHG� WKHSUHYDOHQFH� DQG� WUHDWPHQW�RI�GLDUUKHD��:H�FRXOG�QRW� ILQG� D� UHODWLRQVKLS� EHWZHHQ� WKHSURJUDPPH� DQG� WKH� SUHYDOHQFH� RI� GLDUUKHD�� VXJJHVWLQJ� WKDW� WKH� SURJUDPPH� KDV� QRWEHHQ�YHU\�VXFFHVVIXO�\HW�LQ�LPSURYLQJ�K\JLHQH�SUDFWLFHV�DPRQJ�LWV�PHPEHUV��2Q�WKHRWKHU�KDQG��WKLV�SRVLWLYH�UHODWLRQVKLS�LV�VLJQLILFDQW�IRU�WKH�WUHDWPHQW�RI�GLDUUKHD��7KDWLV��ZH� ILQG� WKDW�PHPEHUV�RI�0DKLOD�6DPDNK\D� DUH� VLJQLILFDQWO\�PRUH� OLNHO\� WR� WUHDWGLDUUKHD��DQG�LI�WKH\�GR��WR�XVH�257�LQVWHDG�RI�PHGLFLQHV��0RUHRYHU��WKH�UHVXOWV�DJDLQVXJJHVW� H[WHUQDO� HIIHFWV� RI� WKH� SURJUDPPH� ZLWK� QRQ�SDUWLFLSDWLQJ� KRXVHKROGV� PRUHOLNHO\�WR�WUHDW��DQG�WR�WUHDW�ZLWK�257�WKDQ�FRQWURO�KRXVHKROGV�
,Q� VXPPDU\�� WKH� ILQGLQJV� RI� WKH� UHSRUW� DUH� VWURQJO\� VXJJHVWLYH� RI� D� SRVLWLYHUHODWLRQVKLS� EHWZHHQ� WKH� 0DKLOD� 6DPDNK\D� SURJUDPPH�� LQFUHDVHG� VRFLDO� FDSLWDODPRQJ�LWV�PHPEHUV�DQG�FKLOG�RXWFRPHV�VXFK�DV�SUHVFKRRO�HQUROPHQW��SULPDU\�VFKRROHQUROPHQW�� LPPXQL]DWLRQ� FRYHUDJH�� DQG� WKH� WUHDWPHQW� RI� GLDUUKHD�� 0RUHRYHU�� WKHILQGLQJV� VXJJHVW� VXEVWDQWLDO� VSLOORYHU� HIIHFWV� RQ� RWKHU� PHPEHUV� RI� SURJUDPPHYLOODJHV�� 7KHVH� DUH� YHU\� SURPLVLQJ� ILQGLQJV� DV� WKH\� VKRZ� WKDW� D� ZRPHQ¶VHPSRZHUPHQW�SURJUDPPH�FDQ�KDYH�SRWHQWLDOO\� ODUJH�GLUHFW�DQG� LQGLUHFW�HIIHFWV��7KHUHSRUW� VXJJHVWV� WKDW� WKH� SURJUDPPH� LQFUHDVHV� WKH� VRFLDO� FDSLWDO� QRW� RQO\� RISDUWLFLSDWLQJ� KRXVHKROGV� EXW� DOVR� RI� RWKHU� QRQ�SDUWLFLSDWLQJ� IDPLOLHV� LQ� WKHFRPPXQLW\�
)XUWKHU�UHVHDUFK�LV�QHHGHG�WR�JDLQ�PRUH�LQVLJKW�LQ�WKH�SURFHVVHV�DW�ZRUN��)LUVW�RI�DOO�WKH�HFRQRPHWULF�DQDO\VLV�KDV�QRW�\HW�WDNHQ�LQWR�DFFRXQW�WKH�HIIHFWV�RI�VHOHFWLRQ�LQWR�WKHSURJUDPPH��7KH�ZRPHQ�LQ�SURJUDPPH�YLOODJHV�FDQ�GHFLGH�WKHPVHOYHV�ZKHWKHU� WKH\ZDQW� WR� SDUWLFLSDWH� RU� QRW�� %HFDXVH� RI� WKLV� VHOI�VHOHFWLRQ� SURFHVV� ZH� PLJKWRYHUHVWLPDWH WKH� LPSDFW� RI� WKH� SURJUDPPH�� 3DUWLFLSDWLQJ� ZRPHQ� PLJKW� GLIIHU� LQ�XQREVHUYDEOH�� FKDUDFWHULVWLFV� IURP� ZRPHQ� ZKR� GHFLGH� QRW� WR� SDUWLFLSDWH�� VXFK� DVPRWLYDWLRQ�RU�D�PRUH�RSHQ�DWWLWXGH�WRZDUGV�QHZ�NQRZOHGJH�� ,W� LV�YHU\�ZHOO�SRVVLEOHWKDW�WKHVH�FKDUDFWHULVWLFV�DOVR�LQIOXHQFH�SDUHQWDO�EHKDYLRU�ZLWK�UHVSHFW�WR�FKLOG�LVVXHV�
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UHJDUGOHVV�RI�SURJUDPPH�SDUWLFLSDWLRQ��7KXV��WKH�FKLOG�RXWFRPHV�RI�SDUWLFLSDWLQJ�DQGQRQ�SDUWLFLSDWLQJ�IDPLOLHV�FRXOG�EH�GLIIHUHQW��LQ�SDUW�EHFDXVH�RI�SURJUDPPH�HIIHFWV�EXWDOVR�EHFDXVH�RI�RWKHU�LQGLYLGXDO�FKDUDFWHULVWLFV�WKDW�DUH�PRUH�RU�OHVV�SUHYDOHQW�DPRQJSDUWLFLSDQWV��,Q�RUGHU�WR�PHDVXUH�PRUH�SUHFLVHO\�WKH�LPSDFW�RI�WKH�SURJUDPPH� IXUWHUDQDO\VLV�VKRXOG�FRQWURO�IRU�WKLV�HIIHFW�
6HFRQG�� WKH�XQGHUO\LQJ�PHFKDQLVPV�RI�VRFLDO�FDSLWDO�ZHUH�RQO\� WRXFKHG�XSRQ� LQ� WKHUHSRUW�� $� PRUH� WKRURXJK� DQDO\VLV� LV� QHFHVVDU\� WR� XQGHUVWDQG� WKH� GHWHUPLQDQWV� DQGG\QDPLFV�RI� VRFLDO� FDSLWDO��)RU� H[DPSOH�� LI� LQIRUPDWLRQ�RQ�FKLOG�GHYHORSPHQW� IORZVWKURXJK�WKH�VRFLDO�QHWZRUN�LQ�D�FRPPXQLW\��ZH�ZRXOG�OLNH�WR�NQRZ�ZKR�LV�UHDFKHG�E\WKH�LQIRUPDWLRQ�DQG�ZKR�QRW��DQG�ZK\�QRW���ZKLFK�W\SH�RI�UHODWLRQV�DUH�PRVW�HIIHFWLYHLQ� WKH� WUDQVPLVVLRQ� RI� NQRZOHGJH�� ZKHWKHU� WKH� VWUXFWXUH� RI� WKH� QHWZRUN� LQ� DFRPPXQLW\� PDWWHUV�� HWF�� :LWK� UHVSHFW� WR� WKH� LQFUHDVHG� FROOHFWLYH� DFWLRQ�� IXUWKHUUHVHDUFK� LV� QHHGHG� WR� EHWWHU� XQGHUVWDQG� IRU� H[DPSOH� WKH� PDLQ� GHWHUPLQDQWV� RI� FR�RSHUDWLRQ�� FKDUDFWHULVWLFV� RI� FRPPXQLW\� JURXSV� WKDW� DUH� SDUWLFXODUO\� VXFFHVVIXO� LQRUJDQL]LQJ�FROOHFWLYH�DFWLRQ��RU�WKH�IDFWRUV�WKDW�FRQWULEXWH�WR�QRUPV�RI�FRRSHUDWLRQ�LQWKH�ZLGHU�FRPPXQLW\�
)LQDOO\��ZH�KDYH�XVHG�SUHVFKRRO�HQUROPHQW�DV�D�SUR[\�IRU��FRJQLWLYH��HDUO\�FKLOGKRRGGHYHORSPHQW��7R�PHDVXUH�DFWXDO�FRJQLWLYH�DQG�VRFLR�HPRWLRQDO�GHYHORSPHQW�D�PRUHLQWHJUDWLYH� PHDVXUHPHQW� WRRO� IRU� (&'� ZRXOG� EH� PRVW� XVHIXO�� 2Q� WKH� RQH� KDQG�� LWHQDEOHV�WKH�HYDOXDWLRQ�RI�SUHVFKRRO�TXDOLW\�DQG�WKH�HIIHFWV�RI�SUHVFKRRO�HQUROPHQW��2QWKH� RWKHU� KDQG�� VXFK� D� PHDVXUHPHQW� WRRO� FDQ� \LHOG� EHWWHU� DQG� EURDGHU� LQVLJKW� LQFKLOGUHQ¶V�GHYHORSPHQWDO�RXWFRPHV��,PSURYHG�SDUHQWDO�DZDUHQHVV�QRW�RQO\�WUDQVODWHVLQWR�LQFUHDVHG�SUHVFKRRO�HQUROPHQW�EXW�DOVR�LQWR�FKDQJLQJ�SDUHQWLQJ�SUDFWLFHV�



��

$QQH[����6DPSOLQJ�PHWKRG�DQG�GDWD�FROOHFWLRQ
$�����6DPSOH�UHJLRQ
7KH�VDPSOH�FRYHUV� WKUHH�GLVWULFWV� LQ� WKH�QRUWK�RI�%LKDU��0X]DIIDUSXU��6LWDPDUKL� DQG'DUEKDQJD��,Q�WKHVH�GLVWULFWV�WKH�0DKLOD�6DPDNK\D�SURJUDPPH�KDV�EHHQ�DFWLYH�VLQFH������ ����� DQG� ����� UHVSHFWLYHO\�� 7KHUHE\� WKH� VDPSOH� FRYHUV� WZR� ROGHU� DQG� RQH\RXQJHU�GLVWULFW�
2I� WKH� WKUHH� GLVWULFWV�� 0X]DIIDUSXU� LV� FORVHVW� WR� WKH� FDSLWDO� DQG� UHODWLYHO\� ZHOOFRQQHFWHG�E\�UDLO�DQG�URDG��,W�LV�RQH�RI�WKH�FHQWHUV�RI�SROLWLFDO�DFWLYLW\�LQ�%LKDU��,W�KDVWKH�KLJKHVW�RYHUDOO�DQG�IHPDOH� OLWHUDF\�UDWHV�RI� WKH� WKUHH�GLVWULFWV� �������DQG������UHVSHFWLYHO\���,W�DOVR�KDV�WKH�KLJKHVW�SHUFHQWDJH�RI�6FKHGXOHG�&DVWH�SRSXODWLRQ�DV�ZHOODV�*HQHUDO�&DVWH�SRSXODWLRQ��6LWDPDUKL�� VRXWK�RI� WKH�ERUGHU�ZLWK�1HSDO�� LV� WKH�PRVWUXUDO�RI�WKH�WKUHH�ZLWK�KLJKHVW�SRSXODWLRQ�JURZWK��ORZHVW�VH[�UDWLR�DQG�ORZHVW�OLWHUDF\UDWHV��������RYHUDOO�DQG�������IHPDOH���7KH�GLVWULFW�LV�UHODWLYHO\�LVRODWHG�DQG�VXIIHUVIURP�VHYHUH�IORRGV�HYHU\�\HDU��ZKLFK�UHVXOWV�LQ�VHDVRQDO�PDVV�PLJUDWLRQ��'DUEKDQJD¶VVLWXDWLRQ�OLHV�EHWZHHQ�WKHVH�WZR�H[WUHPHV��,W�LV�D�ELW�EHWWHU�FRQQHFWHG�WKDQ�6LWDPDUKL�VXIIHUV�PRUH�IURP�IORRGV�WKDQ�0X]DIIDUSXU�DQG�KDV�DQ�RYHUDOO�OLWHUDF\�UDWH�RI������DQG� D� IHPDOH� OLWHUDF\� UDWH� RI� ������� 'DUEKDQJD� KDV� D� UHODWLYHO\� ODUJH� 0XVOLPSRSXODWLRQ�FRPSDUHG�WR�WKH�RWKHU�WZR�GLVWULFWV��,QGLD�&HQVXV�2IILFH������E��
,Q�JHQHUDO��WKH�06�SURJUDPPH�VWDUWV�LQ�D�IHZ�EORFNV�WKDW�DUH�SDUWLFXODUO\�EDFNZDUGV�7KH�VHOHFWLRQ�FULWHULD�RI�0DKLOD�6DPDNK\D�IRU�GLVWULFWV�DV�ZHOO�DV�EORFNV�DUH�x D�ORZ�OHYHO�RI�IHPDOH�OLWHUDF\�UDWH�x D�KLJK�SHUFHQWDJH�RI�SRSXODWLRQ�OLYLQJ�EHORZ�WKH�SRYHUW\�OLQH�x D�KLJK�SHUFHQWDJH�RI�SRSXODWLRQ�EHORQJLQJ�WR�6FKHGXOHG�&DVWHV�DQG�RU�6FKHGXOHG7ULEHV�7KH�0DKLOD� 6DPDNK\D� SURJUDPPH� XVXDOO\� VWDUWV� LQ� D� IHZ� EORFNV� SHU� GLVWULFW�� 2QO\DIWHU� WKHVH� EORFNV� DUH� �DOPRVW�� IXOO\� FRYHUHG�� WKDW� LV�� ZKHQ� IDFLOLWDWRUV� KDYH� YLVLWHGDOPRVW�DOO�YLOODJHV��WKH�SURJUDPPH�H[SDQGV�WR�QHZ�EORFNV�LQ�WKH�GLVWULFW��,Q�6LWDPDUKLKRZHYHU��WKH�SURJUDPPH�KDV�FRYHUHG�PRVW�EORFNV�ULJKW�IURP�WKH�VWDUW��EXW�LV�DFWLYH�LQD�OLPLWHG�QXPEHU�RI�YLOODJHV�LQ�HDFK�EORFN��7DEOH�$�����JLYHV�PRUH�LQIRUPDWLRQ�RQ�WKHSURJUDPPH�
7DEOH�$�����3URJUDPPH�GDWD�E\�GLVWULFW'DUEKDQJD 0X]DIIDUSXU 6LWDPDUKL7RWDO�QU��RI�EORFNV �� �� ��7RWDO�QU��RI�EORFNV�ZLWK�06 � � ��7RWDO�QU��RI�YLOODJHV�LQ�06�EORFNV ���� ���� ���7RWDO�QU��RI�YLOODJHV�ZLWK�06 ��� ��� �����RI�YLOODJHV�FRYHUHG ����� ����� �����1U��RI�DFWLYH�JURXSV�QRW�LQFOXGLQJHPHUJLQJ�JURXSV�
 ��� ��� ���


6RXUFH��0DKLOD�6DPDNK\D�'LVWULFW�3URMHFW�2IILFHV��'DUEKDQJD��0X]DIIDUSXU�6LWDPDUKL���0DUFK������
�6RXUFH���0DKLOD�6DPDNK\D��������GDWD�DV�RI�0DUFK������

�,Q�VRPH�YLOODJHV�PRUH�WKDQ�RQH�JURXS�LV�DFWLYH�



��

,Q�'DUEKDQJD�ZH�VHOHFWHG�ERWK�SURJUDPPH�EORFNV�IRU�WKH�VDPSOH��,Q�0X]DIIDUSXU�ZHVHOHFWHG�WKH�WKUHH�LQLWLDO�EORFNV��7KH�RWKHU�WZR�EORFNV�ZHUH�HQWHUHG�RQO\�UHFHQWO\��$VFRQWURO� EORFNV�� WKH� SURJUDPPH� PDQDJHUV� DW� WKH� GLVWULFW� OHYHO� FKRRVH� WZR� QRQ�06EORFNV�WKDW�DUH�UHODWLYHO\�VLPLODU�LQ�WKH�NH\�LQGLFDWRUV�WR�WKH�06�EORFNV��,Q�6LWDPDUKL�ZH�VHOHFWHG�HLJKW�RI�WKH�WKLUWHHQ�SURJUDPPH�EORFNV��EDVHG�RQ�WUDYHO�FRQVLGHUDWLRQV��6LQFH� LQ� WKHVH� EORFNV� WKH� SURJUDPPH� LV� DFWLYH� LQ� D� OLPLWHG� QXPEHU� RI� YLOODJHV��ZHFKRRVH�WKH�FRQWURO�YLOODJHV� IURP�RQH�EORFN�ZLWKRXW� WKH�SURJUDPPH�DV� LQ�'DUEKDQJDDQG�0X]DIIDUSXU��DQG�IURP�WZR�EORFNV�ZKHUH�06�KDV�EHHQ�SDUWLDOO\�LQWURGXFHG�
$����6DPSOH�VL]H�DQG�VHOHFWLRQ
7KH�VDPSOH�VL]H�ZDV�VHW�DW����YLOODJHV�LQ�HDFK�GLVWULFW�����06�YLOODJHV�DQG����FRQWUROYLOODJHV�� DQG� ��� KRXVHKROGV� LQ� HDFK� YLOODJH�� ,Q� WKH� 06� YLOODJHV�� WKH� KRXVHKROGLQWHUYLHZV�HQFRPSDVV����06�SDUWLFLSDQWV�DQG����QRQ�SDUWLFLSDQWV�
7KH� VXUYH\� LV� EDVHG� RQ� D� WZR� VWDJH� FOXVWHUHG� VWUDWLILHG� VDPSOLQJ� GHVLJQ�� :H� ILUVWFKRRVH� YLOODJHV� �WKH� µFOXVWHUV¶�� DQG� VHFRQG�� ZH� FKRRVH� WKH� KRXVHKROGV� ZLWKLQ� WKHVHOHFWHG�YLOODJHV��1RWH�WKDW�LQ�WKH�FOXVWHULQJ�VWDJH��ZH�DOVR�VWUDWLI\�E\�06�DQG�FRQWUROYLOODJH�WR�HQVXUH�FRYHUDJH�RI�ERWK�
7KH�ILUVW�VWDJH�FRQVLVWHG�RI� VHOHFWLRQ�RI� WKH�YLOODJHV�SHU�GLVWULFW��)URP� WKH� OLVW�RI�DOO06�YLOODJHV�DQG�RI�DOO�WKH�FRQWURO�YLOODJHV��WKH�DSSURSULDWH�QXPEHU�ZDV�VHOHFWHG�XVLQJV\VWHPDWLF� UDQGRP�VDPSOLQJ��6RPH�YLOODJHV�ZHUH� UHSODFHG�EHFDXVH�RI� WKHLU� H[WUHPHUHPRWHQHVV�DQG�ODFN�RI�URDGV��6RPH�06�YLOODJHV�ZHUH�UHSODFHG�EHFDXVH�WKH�VDK\RJLQLKDG�RQO\� UHFHQWO\� VWDUWHG� WR� YLVLW� WKH� YLOODJH� DQG� D� UHDO� JURXS� GLG� QRW� H[LVW� \HW��:HFRXOG� QRW� XVH� D� VDPSOLQJ� SUREDELOLW\� SURSRUWLRQDWH� WR� VL]H� EHFDXVH� WKH� YLOODJHSRSXODWLRQV�ZHUH�QRW�DYDLODEOH�DW�WKH�WLPH�RI�VDPSOLQJ��7KHUHIRUH�ZH�ZLOO�FRUUHFW�IRUWKH�VDPSOLQJ�PHWKRG�WR�PDNH�WKH�VDPSOH�UHSUHVHQWDWLYH�RI�WKH�FRYHUHG�DUHD�
,Q�WKH�VHFRQG�VWDJH��ZH�DJDLQ�XVHG�GLVSURSRUWLRQDWH�VDPSOLQJ�RI�SDUWLFLSDQWV�DQG�QRQ�SDUWLFLSDQWV� WR� HQVXUH� FRYHUDJH� RI� ERWK� LQ� WKH� VDPSOH��7KDW� LV�� DOWKRXJK� RQ� DYHUDJH����� RI� ZRPHQ� LQ� D� YLOODJH� SDUWLFLSDWH� LQ� WKH� SURJUDPPH�� ZH� HQVXUH� WKURXJK� RXUVDPSOLQJ�PHWKRG� WR�KDYH�����LQ� WKH�VDPSOH��7KLV�ZLOO�EH� WDNHQ� LQWR�DFFRXQW� LQ� WKHDQDO\VLV�WKURXJK�DSSURSULDWH�ZHLJKWLQJ�RI�WKH�REVHUYDWLRQV�
)URP� D� OLVW� RI� DOO�06�PHPEHUV� LQ� D� YLOODJH�� ZH� UDQGRPO\� FKRRVH� WHQ� SDUWLFLSDQWV�/LNHZLVH��IURP�WKH�YLOODJH�YRWHU�OLVWV��ZH�FKRRVH�WHQ�QRQ�SDUWLFLSDWLQJ�KRXVHKROGV�LQSURJUDPPH�YLOODJHV��DQG�WZHQW\�KRXVHKROGV�LQ�FRQWURO�YLOODJHV��1RWH�WKDW�E\�FKRRVLQJKRXVHKROGV�LQVWHDG�RI�ZRPHQ�LQ�WKH�QRQ�06�JURXSV�WKH�VDPSOH�RI�UHVSRQGHQWV�PLJKWEH�ELDVHG� WRZDUGV�ROGHU�ZRPHQ�ZLWKLQ� WKH�KRXVHKROG�ZLWK�GRPHVWLF�FKRUHV�DV�PDLQGDLO\�WDVN�
$����&RPSDULVRQ�RI�SURJUDPPH�YLOODJHV�DQG�FRQWURO�YLOODJHV�
,Q�JHQHUDO�WKH�06�YLOODJHV�VHHP�WR�KDYH�VOLJKWO\�OHVV�IDFLOLWLHV�ZLWKLQ�WKHLU�ERXQGDULHVDV�FRPSDUHG�WR�QRQ�06�YLOODJHV��EXW�WKH�GLIIHUHQFHV�DUH�QRW�VLJQLILFDQW��VHH�7DEOH�$������$OWKRXJK�WKH�06�YLOODJHV�KDYH�VRPHZKDW�OHVV�IDFLOLWLHV�ZLWKLQ�WKH�YLOODJH��WKH\DUH�VXEVWDQWLDOO\�FORVHU�WR�D�WRZQ�RQ�DYHUDJH���7KLV�LV�VLJQLILFDQW�DW�WKH����HUURU�OHYHO�



��

7DEOH�$�����$FFHVVLELOLW\�FKDUDFWHULVWLFV�RI�SURJUDPPH�DQG�FRQWURO�YLOODJHV06�YLOODJHV &RQWURO�YLOODJHV��RI�YLOODJHVZLWK�IDFLOLW\ZLWKLQ�YLOODJH
,I�IDFLOLW\�QRW�LQYLOODJH��DYHUDJHQU��RI�NLORPHWHUVIURP�FHQWHU�WRIDFLOLW\

��RI�YLOODJHVZLWK�IDFLOLW\ZLWKLQ�YLOODJH
,I�IDFLOLW\�QRW�LQYLOODJH��DYHUDJHQU��RI�NLORPHWHUVIURP�FHQWHU�WRIDFLOLW\0DUNHW ������ ��� ������ ���3RVW�RIILFH ������ ��� ������ ���7HOHSKRQH ������ ��� ������ ���7RZQ ����
 ����
%XV�VWRS ������ ��� ������ ���%DQN ������ ��� ������ ���+HDOWK�FHQWHU ������ ��� ������ ���
��S�����

,Q�������RI� WKH�06�YLOODJHV�SXEOLF� WUDQVSRUW� LV� UHJXODUO\� DYDLODEOH�� DV� FRPSDUHG� WR������RI�WKH�FRQWURO�YLOODJHV��$�PRUH�RU�OHVV�HTXDO�SHUFHQWDJH�KDV�PDLQO\�GLUW�URDGVZLWKLQ�WKH�YLOODJH��������RI�WKH�06�YLOODJHV�DQG�������RI�WKH�FRQWURO�YLOODJHV���7KHVHGLIIHUHQFHV� DUH� QRW� VLJQLILFDQW��$ERXW� ���� RI� DOO� YLOODJHV� LQ� WKH� UHJLRQV� XQGHU� VWXG\KDYH� EHHQ� IORRGHG� LQ� WKH� ODVW� WKUHH� \HDUV�� 06� YLOODJHV� DQG� FRQWURO� YLOODJHV� DOLNH�$ERXW�KDOI�RI�DOO�YLOODJHV��06�DQG�FRQWURO��KDYH�DOVR�H[SHULHQFHG�D�GUDXJKW�LQ�WKH�ODVW\HDUV�
7KH� SLFWXUH� FKDQJHV� LI� ZH� FRPSDUH� WKH� GLIIHUHQFHV� EHWZHHQ� GLVWULFWV�� 2YHUDOO�0X]DIIDUSXU� DQG�'DUEKDQJD� YLOODJHV� KDYH� FRQVLGHUDEO\� PRUH� IDFLOLWLHV� ZLWKLQ� WKHLUERXQGDULHV� WKDQ� YLOODJHV� LQ� 6LWDPDUKL�� $OVR�� ERWK� FRQWURO� DQG� 06� YLOODJHV� LQ0X]DIIDUSXU� DQG� 'DUEKDQJD� DUH� VLJQLILFDQWO\� FORVHU� WR� D� WRZQ� WKDQ� LQ� 6LWDPDUKL�7KHVH� GLIIHUHQFHV� DUH� VLJQLILFDQW� XS� WR� WKH� ��� RU� HYHQ� ��� OHYHO�� 9LOODJHV� RI0X]DIIDUSXU�GR�QRW�GLIIHU�VLJQLILFDQWO\�IURP�'DUEKDQJD�YLOODJHV�
7KH� 0X]DIIDUSXU� GLVWULFWV� H[SHULHQFHG� OHVV� IORRGV� �RQO\� ���� RI� WKH� YLOODJHV�� LQFRPSDULVRQ�ZLWK�WKH�RWKHU�WZR�GLVWULFWV�ZKHUH�YLUWXDOO\�DOO�VDPSOH�YLOODJHV�KDYH�EHHQIORRGHG��:LWK�UHVSHFW�WR�GUDXJKWV��DJDLQ�0X]DIIDUSXU�ZDV�EHWWHU�RII��RQO\�����RI�WKHYLOODJHV� ZHUH� KLW��� IROORZHG� E\� 'DUEKDQJD� ZLWK� ���� RI� WKH� YLOODJHV� KXUW�� DQG6LWDPDUKL�ZKHUH�����RI�WKH�YLOODJHV�H[SHULHQFHG�D�GUDXJKW�GXULQJ�WKH�ODVW�WKUHH�\HDUV�
$ERXW�WKH�VDPH�SHUFHQWDJH�RI�06�YLOODJHV�DQG�FRQWURO�YLOODJHV�KDYH�VFKRRO�IDFLOLWLHVZLWKLQ� WKHLU� ERXQGDULHV� �VHH�7DEOH�$� ������ 7KH� RQO\� QRWLFHDEOH� GLIIHUHQFH� FRQFHUQVSUHVFKRROV�� 7KLV� LV�PDLQO\� GXH� WR� WKH� IDFW� WKDW� SDUW� RI� WKH�06� JURXSV� KDV� VHW� XS� DSUHVFKRRO�LQ�WKHLU�YLOODJH�
7DEOH�$����6FKRRO�IDFLOLWLHV�LQ�SURJUDPPH�DQG�FRQWURO�YLOODJHV��ZLWK�DW�OHDVW�RQH�RI�WKHIROORZLQJ�VFKRRO�W\SHV� 06�YLOODJH &RQWUROYLOODJH3UHVFKRRO �����
 �����
3ULPDU\�VFKRRO ����� �����0LGGOH�VFKRRO ����� �����+LJK�VFKRRO ���� ����
��S�����



��

&RPSDULVRQ� RI� WKH� GLVWULFWV� VKRZV� WKDW� WKH\� GR� QRW� GLIIHU� ZLWK� UHVSHFW� WR� WKHDYDLODELOLW\�RI�PLGGOH�DQG�KLJKHU�HGXFDWLRQ��%RWK�LQ�6LWDPDUKL�DQG�0X]DIIDUSXU�DERXWWZR�WKLUGV�RI�WKH�YLOODJHV�KDYH�DFFHVV�WR�D�SUHVFKRRO��,Q�'DUEKDQJD�WKLV�SHUFHQWDJH�LVDERXW� ���� RQO\�� $Q� REYLRXV� H[SODQDWLRQ� ZRXOG� EH� WKDW� WKH� 0DKLOD� 6DPDNK\DSURJUDPPH�KDV�EHHQ�DFWLYH�LQ�'DUEKDQJD�VLQFH�D�IHZ�\HDUV�RQO\��,W�LV�WR�EH�H[SHFWHGWKDW�RYHU�WLPH�WKH�QXPEHU�RI�SUHVFKRROV�HVWDEOLVKHG�E\�WKH�06�JURXSV�LQ�'DUEKDQJDZLOO� LQFUHDVH�DV�ZHOO��7KH�KLJKHVW�QXPEHU�RI�SULPDU\�VFKRROV� LV� IRXQG� LQ�6LWDPDUKL�IROORZHG�E\�0X]DIIDUSXU�
7R� VXPPDUL]H�� WKH� GLIIHUHQFHV� LQ� IDFLOLWLHV�� FRQQHFWLRQV�� DQG� IORRGV� DQG� GUDXJKWVEHWZHHQ�WKH�06�YLOODJHV�DQG�FRQWURO�YLOODJHV�DUH�UHODWLYHO\�VPDOO�DQG�QRW�VLJQLILFDQW�/LNHZLVH�� VFKRRO� IDFLOLWLHV� DUH� HTXDOO\� DYDLODEOH� DPRQJ� WKH� WZR� JURXSV�� 7KH� RQO\H[FHSWLRQ� LV� WKH� FDWHJRU\� RI� SUHVFKRROV� WKDW� DUH� PRUH� SUHYDOHQW� LQ� YLOODJHV� ZKHUH0DKLOD�6DPDNK\D�LV�DFWLYH�
'LIIHUHQFHV�EHWZHHQ�WKH�GLVWULFWV�RQ�WKH�RWKHU�KDQG�DUH�ODUJHU�DQG�VLJQLILFDQW��2YHUDOO�0X]DIIDUSXU�DQG�'DUEKDQJD�KDYH�PRUH�IDFLOLWLHV��DUH�EHWWHU�FRQQHFWHG��DQG�H[SHULHQFHOHVV�GUDXJKWV�WKDQ�6LWDPDUKL��+RZHYHU��WKH�IORRGV�RFFXU�LQ�'DUEKDQJD�DQG�6LWDPDUKLVXEVWDQWLDOO\�PRUH�RIWHQ� WKDQ� LQ�0X]DIIDUSXU��:LWK� UHVSHFW� WR� HGXFDWLRQDO� IDFLOLWLHV�'DUEKDQJD�VFRUHV�ORZHVW�
$����'DWD�FROOHFWLRQ
$� ILUVW� H[SORUDWRU\� ILHOG� YLVLW� WRRN� SODFH� LQ�2FWREHU� ������'XULQJ� WKLV� YLVLW�0DKLOD6DPDNK\D�GLUHFWRUV�DQG�RIILFLDOV�ZHUH�LQWHUYLHZHG�DV�ZHOO�DV�ZRPHQ¶V�JURXSV�LQ�WKHILHOG�� 7KHVH� LQWHUYLHZV�ZHUH� TXDOLWDWLYH� DQG� VHUYHG� DV� LQSXWV� LQWR� WKH� TXHVWLRQQDLUHGHVLJQ��)URP�0DUFK�WR�-XQH�������WKH�DFWXDO�GDWD�FROOHFWLRQ�WRRN�SODFH��7KH�(QJOLVKGUDIW� RI� WKH� TXHVWLRQQDLUH� ZDV� GLVFXVVHG� ZLWK� 0DKLOD� 6DPDNK\D� RIILFHUV� DQGWUDQVODWHG�LQWR�+LQGL��$OWKRXJK�WKH�UXUDO�SRSXODWLRQ�XVXDOO\�VSHDNV�GLDOHFW��HYHU\RQHFDQ�VSHDN�+LQGL�DV�ZHOO��$�ZHHN�ORQJ�SLORW�RI�WKH�GUDIW�UHVXOWHG�LQ�D�ILQDO�YHUVLRQ�RIWKH� KRXVHKROG� TXHVWLRQQDLUH� DQG� WKH� YLOODJH� TXHVWLRQQDLUH�� ERWK� ZLWK� FORVHG�HQGTXHVWLRQV�
7KH�LQWHUYLHZHUV�DUH�DOO� LQYROYHG�LQ� WKH�0DKLOD�6DPDNK\D�SURJUDPPH�DW� WKH�GLVWULFWOHYHO�LQ�WKHLU�RZQ�GLVWULFW�� IRU�H[DPSOH�DV� WUDLQHUV��7KH\�ZHUH�IHPDOH�H[FHSW�IRU�RQHLQWHUYLHZHU��7KH�LQWHUYLHZHUV�UHFHLYHG�D�WKUHH�GD\�WUDLQLQJ�LQFOXGLQJ�D� WU\�RXW� LQ� WKHILHOG�
$ERXW�WZR�WKRXVDQG�ZRPHQ�ZHUH�LQWHUYLHZHG�EDVHG�RQ�WKH�KRXVHKROG�TXHVWLRQQDLUH�3HU� GLVWULFW� WZR� RU� WKUHH� VXSHUYLVRUV� ZRUNHG� HDFK� ZLWK� D� JURXS� RI� IRXU� WR� ILYHLQWHUYLHZHUV��7KH�VXSHUYLVRUV�SHUIRUPHG�WKH�JURXS�LQWHUYLHZV�ZKLOH� WKH�LQWHUYLHZHUVZHQW�WR�WKH�KRXVHKROGV��7R�FRYHU�RQH�HQWLUH�YLOODJH�WRRN�EHWZHHQ�RQH�DQG�WZR�GD\V�
'XH�WR�WKH�XQUHOLDELOLW\�RI�WZR�LQWHUYLHZHUV�LQ�0X]DIIDUSXU�WZR�FRQWURO�YLOODJHV�ZHUHHQWLUHO\�GURSSHG�IURP�WKH�VDPSOH�DV�ZHOO�DV����KRXVHKROG� LQWHUYLHZV� LQ�SURJUDPPHYLOODJHV��,Q�'DUEKDQJD��RQH�LQWHUYLHZ�WHDP�JRW�LQWR�FRQIOLFW�ZLWK�D�0DKLOD�6DPDNK\DJURXS� DIWHU� WKH� VDK\RJLQL� UHIXVHG� WR� FRRSHUDWH�� 7KLV� YLOODJH� ZDV� GURSSHG� DV� ZHOO�7KXV��WKH�ILQDO�VDPSOH�FRQVLVWV�RI������KRXVHKROG�LQWHUYLHZV��LQVWHDG�RI�������LQ����YLOODJHV��LQVWHDG�RI������



��

$SDUW� IURP� WKH� VXUYH\�� VHFRQGDU\� TXDQWLWDWLYH� GDWD� RQ� YLOODJH� DQG� JURXSFKDUDFWHULVWLFV�ZHUH�FROOHFWHG�IURP�WKH�0DKLOD�6DPDNK\D�RIILFHV��WKH�%LKDU�(GXFDWLRQ3URMHFW� RIILFHV� DQG� WKH� &HQVXV� RIILFH�� $OVR�� WKHVH� RIILFHV� SURYLGHG� WKH� UHVHDUFKHUVZLWK�EDFNJURXQG�PDWHULDOV�DQG�GRFXPHQWDWLRQ�



��

$QQH[����'HVFULSWLRQ�RI�WKH�YDULDEOHV
7DEOH�$�����'HVFULSWLRQ�RI�WKH�GHSHQGHQW�DQG�LQGHSHQGHQW�YDULDEOHV
9DULDEOHV� 'HVFULSWLRQ 1U��RIREV�� 0HDQ���ZHLJKWHGIRU�VDPSOHVHOHFWLRQ�

6�H��ZHLJKWHGIRU�VDPSOHVHOHFWLRQ�
0LQ 0D[

'HSHQGHQW�YDULDEOHV3UHVFKRRO�RQO\�FKLOGUHQ�����\HDUV�RI�DJH� 'RHV�GLG�JR�WR�SUHVFKRRO ���RWKHUZLVH � ���� ��� ���� � �
3ULPDU\�PLGGOH�VFKRRO�RQO\�FKLOGUHQ������\HDUV�RI�DJH� ,V�FXUUHQWO\�HQUROOHG�LQ�SULPDU\�PLGGOH�VFKRRO ��RWKHUZLVH � ���� ��� ���� � �
3ROLR�LPPXQL]DWLRQ ,PPXQL]HG�DJDLQVW�SROLR ���RWKHUZLVH � ���� ��� ���� � �7XEHUFXORVLV�LPPXQL]DWLRQ ,PPXQL]HG�DJDLQVW�WXEHUFXORVLV ���RWKHUZLVH � ���� ��� ���� � �'LSKWKHULD�LPPXQL]DWLRQ ,PPXQL]HG�DJDLQVW�GLSKWKHULD ���RWKHUZLVH � ���� ��� ���� � �0HDVOHV�LPPXQL]DWLRQ ,PPXQL]HG�DJDLQVW�PHDVOHV ���RWKHUZLVH � ���� ��� ���� � �
2FFXUUHQFH�RI�GLDUUKHD ,I�DQ\�RI�WKH�KRXVHKROG�PHPEHUV�H[SHULHQFHG�GLDUUKHDLQ�WKH�ODVW�PRQWK ���RWKHUZLVH � ���� ��� ���� � �8VH�RI�257 ,I�GLDUUKHD�LQ�KRXVHKROG�LQ�WKH�ODVW�PRQWK��GLG�PDLQO\XVH�257 ���GLG�QRW�PDLQO\�XVH�257 � ��� ��� ���� � �8VH�RI�PHGLFLQHV ,I�GLDUUKHD�LQ�KRXVHKROG�LQ�WKH�ODVW�PRQWK��GLG�PDLQO\XVH�PHGHFLQHV ���GLG�QRW�PDLQO\�XVH�PHGHFLQHV � ��� ��� ���� � �1R�WUHDWPHQW ,I�GLDUUKHD�LQ�KRXVHKROG�LQ�WKH�ODVW�PRQWK��JDYH�QRWUHDWPHQW ���JDYH�WUHDWPHQW � ��� ��� ���� � �
&KLOG�FKDUDFWHULVWLFV6H[ )HPDOH ���PDOH � ���� ��� ���� � �$JH ���� ���� ���� � ��3UHVFKRRO�RQO\�FKLOGUHQ������\HDUV�RI�DJH� 'RHV�GLG�JR�WR�SUHVFKRRO ���RWKHUZLVH � ���� ��� ���� � �
+RXVHKROG�FKDUDFWHULVWLFV6FKHGXOHG�&DVWH���6FKHGXOHG7ULEH +RXVHKROG�EHORQJV�WR�6&�67 ���RWKHUZLVH � ���� ��� ���� � �
2WKHU�%DFNZDUG�&DVWHV +RXVHKROG�EHORQJV�WR�2%& ���RWKHUZLVH � ���� ��� ���� � �0XVOLP +RXVHKROG�LV�PXVOLP ���KRXVHKROG�LV�KLQGX � ���� ��� ���� � �+LJKHVW�HGXFDWLRQ�LQ�KRXVHKROG 1R�VFKRROLQJ��LOOLWHUDWH �1R�VFKRROLQJ��VRPHZKDW�OLWHUDWH �3ULPDU\�VFKRRO�LQFRPSOHWH �3ULPDU\�VFKRRO�FRPSOHWH �0LGGOH�VFKRRO�FRPSOHWH �+LJK�VFKRRO�FRPSOHWH�RU�KLJKHU�HGXFDWLRQ �

���� ���� ���� � �

+LJKHVW�IHPDOH�HGXFDWLRQ�LQKRXVHKROG 6HH�KLJKHVW�HGXFDWLRQ�LQ�KRXVHKROG��IRU�IHPDOHKRXVHKROG�PHPEHUV�RQO\ ���� ���� ���� � �
+RXVHKROG�SRYHUW\�VFRUH 3RYHUW\�VFRUH�GHULYHG�IURP�LWHUDWHG�SULQFLSDO�IDFWRUDQDO\VLV��� ���� ���� ���� ����� ����

� &KLOG�FKDUDFWHULVWLFV�UHIHU�WR�DOO�FKLOGUHQ�LQ�WKH�DJH�JURXS�RI���WR����\HDUV��XQOHVV�PHQWLRQHGRWKHUZLVH�� 7KH�WRWDO�QXPEHU�RI�FKLOGUHQ�DJHG���WR����\HDUV�LQ�WKH�VDPSOH�LV�������7KH�QXPEHU�RI�REVHUYDWLRQVSHU�YDULDEOH�PD\�GLIIHU�EHFDXVH�RI�PLVVLQJ�YDOXHV�RU�³GRQ¶W�NQRZ´�UHVSRQVHV��� 7KH�PHDQ�RI�����GXPPLHV�FDQ�EH�LQWHUSUHWHG�DV�D�SHUFHQWDJH��� 7KH�SRYHUW\�VFRUH�LV�GHULYHG�IURP�DQ�LWHUDWHG�SULQFLSDO�IDFWRU�DQDO\VLV�EDVHG�RQ����KRXVHKROG�DVVHWVDQG�IDFLOLWLHV��TXDOLW\�RI�ZDOOV��URRI��IORRU��KRPH�RZQHUVKLS��VHSDUDWH�NLWFKHQ��W\SH�RI�IXHO��VDQLWDWLRQIDFLOLWLHV��ZDWHU�IDFLOLWLHV��JDUEDJH�GLVSRVDO��HOHFWULFLW\��RZQHUVKLS�RI�FORFN��F\FOH��UDGLR��WHOHYLVLRQ�VHZLQJ�PDFKLQH��PRWRU��IULGJH��FDU��7KH�ILUVW��XQURWDWHG��IDFWRU��ZLWK�DQ�HLJHQYDOXH�RI��������LV



��

)HPDOH�KHDG�RI�KRXVHKROG )HPDOH�KHDG�RI�KRXVHKROG ���PDOH�KHDG�RIKRXVHKROG � ���� ��� ���� � �+RXVHKROG�VL]H 1XPEHU�RI�KRXVHKROG�PHPEHUV ���� ���� ���� � ��&KLOG�GHSHQGHQF\�UDWLR 1XPEHU�RI�FKLOGUHQ�XQGHU����GLYLGHG�E\�KRXVHKROGVL]H ���� ��� ���� � �6DQLWDWLRQ�IDFLOLWLHV )OXVK�WRLOHW�DYDLODEOH�WR�KRXVHKROG ���SLW�WRLOHW�RUODWULQH�DYDLODEOH�WR�KRXVHKROG ���RWKHUZLVH � ���� ��� ���� � �
&RPPXQLW\�FKDUDFWHULVWLFV6LWDPDUKL�GLVWULFW 6LWDPDUKL�GLVWULFW ���RWKHUZLVH � ���� ��� ���� � �'DUEKDQJD�GLVWULFW 'DUEKDQJD�GLVWULFW ���RWKHUZLVH � ���� ��� ���� � �1XPEHU�RI�SUHVFKRROV 1XPEHU�RI�SUHVFKRROV�LQ�WKH�FRPPXQLW\ ���� ��� ���� � �1XPEHU�RI�SULPDU\�VFKRROV 1XPEHU�RI�SULPDU\�VFKRROV�LQ�WKH�FRPPXQLW\ ���� ���� ���� � �'LVWDQFH�WR�WRZQ 'LVWDQFH�IURP�YLOODJH�WR�QHDUHVW�WRZQ�LQ�NLORPHWHUV ���� ����� ���� � ��'LVWDQFH�WR�KHDOWK�FHQWHU 'LVWDQFH�IURP�YLOODJH�WR�KHDOWK�FHQWHU�LQ�NLORPHWHUV��LIFHQWHU�SUHVHQW�LQ�YLOODJH� ��� ���� ���� ���� � ��3XEOLF�WUDQVSRUW ,I�SXEOLF�WUDQVSRUW�DYDLODEOH�LQ�FRPPXQLW\ ��RWKHUZLVH � ���� ��� ���� � �5RDG�TXDOLW\ ,I�URDGV�LQ�YLOODJH�PDLQO\��DVSKDOW�FHPHQW ���SDYHG�EULFN�VWRQHV� ���GLUW�URDG � ���� ���� ���� � �
3URJUDPPH�GXPPLHV0HPEHU�RI�06 ,I�PHPEHU�RI�0DKLOD�6DPDNK\D ���RWKHUZLVH � ���� ��� ���� � �06�YLOODJH ,I�06�SURJUDPPH�DFWLYH�LQ�YLOODJH ���RWKHUZLVH � ���� ��� ���� � �

UHWDLQHG��7KH�SRYHUW\�LQGH[�LV�FDOFXODWHG�XVLQJ�WKH�IDFWRU�ORDGLQJV�RI�WKH�ILUVW�IDFWRU��7KH�DYHUDJH�LQGH[LV�DERXW�]HUR��,W�LQFUHDVHV�DQG�EHFRPHV�SRVLWLYH�ZLWK�DERYH�DYHUDJH�SRYHUW\��L�H��GHFUHDVLQJ�DVVHWRZQHUVKLS�DQG�TXDOLW\�RI�WKH�KRXVH�DQG�IDFLOLWLHV���,W�GHFUHDVHV�DQG�EHFRPHV�QHJDWLYH�ZLWK�DERYHDYHUDJH�ZHDOWK�)RU�D�PRWLYDWLRQ�RI�XVLQJ�D�VFRUH�WR�SUR[\�KRXVHKROG�ZHDOWK�EDVHG�RQ�ZHLJKWLQJV�IRU�KRXVHKROG�DVVHWV�VHH�)LOPHU�DQG�3ULWFKHWW��������



��

$QQH[����/RJLW�HVWLPDWLRQV�RI�HQUROPHQW
7DEOH�$�����(VWLPDWLRQ�RI�SUHVFKRRO�HQUROPHQW
'HSHQGHQW�YDULDEOH�3UHVFKRRO�HQUROPHQW�RIFKLOGUHQ�����\HDUVROG��

&RPSOHWHHVWLPDWLRQ V�H� 3UHIHUUHGHVWLPDWLRQ V�H�

&KLOG�FKDUDFWHULVWLFV6H[ ���� ���� ����� ����$JH ���� ����

 ���� ����


+RXVHKROGFKDUDFWHULVWLFV6&�67 ���� ����2%& ���� ����0XVOLP ����� ���� ����� ����

+RXVHKROG�HGXFDWLRQ ����� ����)HPDOH�HGXFDWLRQ ���� ����+RXVHKROG�SRYHUW\LQGLFDWRU ���� ����
)HPDOH�KHDG�RIKRXVHKROG ����� ����
+RXVHKROG�VL]H ���� ����'HSHQGHQF\�UDWLR ���� ����
&RPPXQLW\�YDULDEOHV6LWDPDUKL�GLVWULFW ����� ����


 ����� ����


'DUEKDQJD�GLVWULFW ����� ���� ����� ����1XPEHU�RI�SUHVFKRROV ���� ����


 ���� ����



3URJUDPPH�YDULDEOHV0HPEHU�RI�06 ����� ����


 ����� ����


06�YLOODJH ����� ����


 ����� ����



BFRQVWDQW ������ ����


 ������ ����



1XPEHU�RIREVHUYDWLRQV ���� ����

��S�������

��S�������


��S�����

�� 7KH�GHSHQGHQW�YDULDEOH�LV�SUHVFKRRO�HQUROPHQW�RI�FKLOGUHQ�LQ�WKH�DJH�JURXS�RI���WR���\HDUV��7KHGXPP\�LV�HTXDO�WR���LI�WKH�FKLOG�LV�FXUUHQWO\�JRLQJ�WR�SUHVFKRRO�RU�ZHQW�WR�SUHVFKRRO�DQG�LV�FXUUHQWO\HQUROOHG�LQ�SULPDU\�VFKRRO��,W�LV�HTXDO�WR���RWKHUZLVH�



��

7DEOH�$�����(VWLPDWLRQ�RI�SULPDU\�PLGGOH�VFKRRO�HQUROPHQW
'HSHQGHQW�YDULDEOH�3ULPDU\�VFKRROHQUROPHQW�RI�FKLOGUHQ�����\HDUV�ROG

&RPSOHWHHVWLPDWLRQ V�H� 3UHIHUUHGHVWLPDWLRQ V�H�

&KLOG�FKDUDFWHULVWLFV6H[ ����� ���� ����� ����
$JH ���� ����


 ���� ����


3UHVFKRRO ����� ����


 ����� ����



+RXVHKROGFKDUDFWHULVWLFV6&�67 ����� ����2%& ����� ����0XVOLP ����� ����+RXVHKROG�HGXFDWLRQ ���� ����


 ���� ����


)HPDOH�HGXFDWLRQ ���� ����

 ���� ����

+RXVHKROG�SRYHUW\LQGLFDWRU ����� ����


 ����� ����


)HPDOH�KHDG�RIKRXVHKROG ����� ����
+RXVHKROG�VL]H ����� ����'HSHQGHQF\�UDWLR ����� ����
&RPPXQLW\�YDULDEOHV6LWDPDUKL�GLVWULFW ����� ����


 ����� ����

'DUEKDQJD�GLVWULFW ����� ����


 ����� ����

1XPEHU�RI�SULPDU\VFKRROV ����� ����


 ����� ����



3URJUDPPH�YDULDEOHV0HPEHU�RI�06 ���� ����


 ���� ����

06�YLOODJH ���� ���� ���� ����
BFRQVWDQW ����� ���� ����� ����
1XPEHU�RIREVHUYDWLRQV ���� ����

��S�������

��S�������


��S�����



$QQH[����/RJLW�HVWLPDWLRQV�RI�LPPXQL]DWLRQ3UHIHUUHG�HVWLPDWLRQ V�H� 3UHIHUUHG�HVWLPDWLRQ V�H� 3UHIHUUHG�HVWLPDWLRQ V�H� 3UHIHUUHG�HVWLPDWLRQ V�H�'HSHQGHQW�YDULDEOH� 3ROLR�LPPXQL]DWLRQ 7XEHUFXORVLV�LPP� 'LSKWKHULD�LPP� 0HDVOHV�LPP�&KLOG�FKDUDFWHULVWLFV6H[ ����� ����
 ����� ���� ����� ���� ����� ����$JH ����� ����


 ����� ����


 ����� ����


 ����� ����
+RXVHKROG�FKDUDFWHULVWLFV6&�67 ������ ����

 ������ ����


2%& ������ ����

 ������ ����

0XVOLP ������ ����


 ������ ����


+RXVHKROG�HGXFDWLRQ ���� ����

 ���� ����


 ���� ����


)HPDOH�HGXFDWLRQ ���� ����
 ���� ����


 ���� ����


 ���� ����


+RXVHKROG�SRYHUW\�VFRUH ����� ����
 ����� ����

)HPDOH�KHDG�RI�KRXVHKROG+RXVHKROG�VL]H ����� ����


 ����� ����


 ����� ����


'HSHQGHQF\�UDWLR
&RPPXQLW\�YDULDEOHV6LWDPDUKL�GLVWULFW ����� ���� ����� ���� ���� ����'DUEKDQJD�GLVWULFW ������ ����


 ������ ����


 ������ ����


'LVWDQFH�WR�QHDUHVW�WRZQ'LVWDQFH�WR�KHDOWK�FHQWHU5RDG�TXDOLW\3XEOLF�WUDQVSRUW
3URJUDPPH�YDULDEOHV0HPEHU�RI�06 ���� ���� ���� ���� ���� ����
06�YLOODJH ���� ����


 ���� ����

 ���� ����


BFRQVWDQW ����� ����


 ����� ����


 ����� ����

 ����� ����
1XPEHU�RI�REVHUYDWLRQV ���� ���� ���� ����
��S�������

��S�������


��S�����



$QQH[����/RJLW�HVWLPDWLRQV�RI�KHDOWK�SUDFWLFHV
7DEOH�$�����(VWLPDWLRQV�IRU�WKH�RFFXUUHQFH�RI�GLDUUKHD
'HSHQGHQW�YDULDEOH�2FFXUUHQFH�RI�GLDUUKHD�LQWKH�KRXVHKROG�LQ�WKH�ODVWIRXU�ZHHNV

&RPSOHWH V�H� 3UHIHUUHGHVWLPDWLRQ V�H�

+RXVHKROG�FKDUDFWHULVWLFV6&�67 ���� ����2%& ���� ����0XVOLP ����� ����+RXVHKROG�HGXFDWLRQ ����� ����)HPDOH�HGXFDWLRQ ���� ���� ���� ����+RXVHKROG�SRYHUW\LQGLFDWRU ���� ����
 ���� ����



)HPDOH�KHDG�RI�KRXVHKROG ���� ����+RXVHKROG�VL]H ���� ����


 ���� ����


'HSHQGHQF\�UDWLR ���� ����

 ���� ����



&RPPXQLW\�YDULDEOHV6LWDPDUKL�GLVWULFW ����� ����


 ����� ����


'DUEKDQJD�GLVWULFW ���� ����


 ���� ����


'LVWDQFH�WR�QHDUHVW�WRZQ ����� ����'LVWDQFH�WR�KHDOWK�FHQWHU ���� ����6DQLWDWLRQ�IDFLOLWLHVSUHVHQW ����� ����
3URJUDPPH�YDULDEOHV0HPEHU�RI�06 ����� ����
 ����� ����06�YLOODJH ���� ���� ���� ����


BFRQVWDQW ������ ����


 ������ ����



1XPEHU�RI�REVHUYDWLRQV ���� ����
��S�������

��S�������


��S�����
1�%���)HPDOH�HGXFDWLRQ�DQG�PHPEHUVKLS�LQ�06�DUH�NHSW�LQ�WKH�SUHIHUUHG�HVWLPDWLRQEHFDXVH�DQ�)�WHVW�UHMHFWV�WKHLU�MRLQW�LQVLJQLILFDQFH�



��

7DEOH�$�����(VWLPDWLRQV�RI�WKH�WUHDWPHQW�RI�GLDUUKHD
3UHIHUUHGHVWLPDWLRQ V�H� 3UHIHUUHGHVWLPDWLRQ V�H� 3UHIHUUHGHVWLPDWLRQ V�H�

'(3(1'(179$5,$%/(� 8VH�257 8VHPHGLFLQH 1R�WUHDWPHQW
+RXVHKROG�FKDUDFWHULVWLFV6&�67 ������ ����


 ����� ����


2%& ������ ����


 ����� ����


0XVOLP ������ ����
 ����� ����


+RXVHKROG�HGXFDWLRQ ����� ����
 ���� ����
 ����� ����


)HPDOH�HGXFDWLRQ ���� ����

 ������ ����

+RXVHKROG�SRYHUW\LQGLFDWRU ���� ����
)HPDOH�KHDG�RI�KRXVHKROG+RXVHKROG�VL]H ����� ����
 ���� ����'HSHQGHQF\�UDWLR ����� ����
&RPPXQLW\�YDULDEOHV6LWDPDUKL�GLVWULFW ���� ���� ����� ����'DUEKDQJD�GLVWULFW ������ ����


 ����� ����


'LVWDQFH�WR�QHDUHVW�WRZQ'LVWDQFH�WR�KHDOWK�FHQWHU
3URJUDPPH�YDULDEOHV0HPEHU�RI�06 ����� ����


 ������ ����


 ����� �����06�YLOODJH ����� ����
 ����� ���� ������ ����



BFRQVWDQW ������ ����� ����� ���� ���� �����
1XPEHU�RI�REVHUYDWLRQV ��� ��� ���
��S�������

��S�������


��S�����
1�%��x +RXVHKROG�SRYHUW\��KRXVHKROG�VL]H�DQG�WKH�GHSHQGHQF\�UDWLR�DUH�NHSW�LQ�WKHSUHIHUUHG�HVWLPDWLRQ�EHFDXVH�DQ�)�WHVW�UHMHFWV�WKHLU�MRLQW�LQVLJQLILFDQFH�x ,Q�WKH�³1R�7UHDWPHQW´�HVWLPDWLRQ��WKH�FDVWH�RI�WKH�KRXVHKROG�LV�RPLWWHG�IURP�WKHHVWLPDWLRQ�EHFDXVH�EHORQJLQJ�WR�WKH�JHQHUDO�FDVWH�SHUIHFWO\�SUHGLFWV�WKH�³QRWUHDWPHQW´�YDULDEOH�� �DOZD\V�HTXDO�WR�����7KDW�LV��JHQHUDO�FDVWH�KRXVHKROGV�DOZD\VWUHDW�GLDUUKHD�x ,Q�WKH�³1R�7UHDWPHQW´�HVWLPDWLRQ��WKH�GLVWULFW�GXPPLHV�DUH�RPLWWHG�IURP�WKHHVWLPDWLRQ�EHFDXVH�OLYLQJ�LQ�WKH�0X]DIIDUSXU�GLVWULFW�SHUIHFWO\�SUHGLFWV�WKH�³QRWUHDWPHQW´�YDULDEOH�� �DOZD\V�HTXDO�WR�����7KDW�LV��KRXVHKROGV�LQ�0X]DIIDUSXUDOZD\V�WUHDW�GLDUUKHD�



��

5()(5(1&(6
%RXUGLHX��3����������7KH�IRUPV�RI�FDSLWDO��+DQGERRN�RI�WKHRU\�DQG�UHVHDUFK�IRU�WKHVRFLRORJ\�RI�HGXFDWLRQ��-��*��5LFKDUGVRQ��HG����1HZ�<RUN��*UHHQZRRG�
%UDDW]��-��DQG�5��'��3XWQDP���������)DPLOLHV��&RPPXQLWLHV��DQG�(GXFDWLRQ�LQ$PHULFD��([SORULQJ�WKH�(YLGHQFH��5HEXLOGLQJ�WKH�9LOODJH��6RFLDO�&DSLWDO�	(GXFDWLRQ�LQ�$PHULFD��*��*��:HKODJH�DQG�-��$��:KLWH��HGV����/RQGRQ��)DOPHU3UHVV�
&ROHPDQ��-��6����������³6RFLDO�&DSLWDO�LQ�WKH�&UHDWLRQ�RI�+XPDQ�&DSLWDO�´�$PHULFDQ-RXUQDO�RI�6RFLRORJ\ ���6XSSOHPHQW���6���6����
&ROHPDQ��-��6����������)RXQGDWLRQV�RI�6RFLDO�7KHRU\��&DPEULGJH��0$��+DUYDUG8QLYHUVLW\�3UHVV�
'UH]H��-��DQG�$��6HQ���������,QGLD��'HYHORSPHQW�DQG�3DUWLFLSDWLRQ��2[IRUG��2[IRUG8QLYHUVLW\�3UHVV�
(YDQV��-��/���5��*��0\HUV��HW�DO����������(DUO\�&KLOGKRRG�&RXQWV��$�3URJUDPPLQJ*XLGH�RQ�(DUO\�&KLOGKRRG�&DUH�IRU�'HYHORSPHQW��:DVKLQJWRQ��'&��:RUOG%DQN�
)LOPHU��'��DQG�/��3ULWFKHWW���������³(VWLPDWLQJ�:HDOWK�(IIHFWV�ZLWKRXW�([SHQGLWXUH'DWD����RU�7HDUV��$Q�$SSOLFDWLRQ�WR�(GXFDWLRQDO�(QUROOPHQWV�LQ�6WDWHV�RI,QGLD�´�'HPRJUDSK\ ���������������
)XUVWHQEHUJ��)��)��-��DQG�0��(��+XJKHV���������³6RFLDO�&DSLWDO�DQG�6XFFHVVIXO'HYHORSPHQW�DPRQJ�$W�5LVN�<RXWK�´�-RXUQDO�RI�0DUULDJH�DQG�WKH�)DPLO\���������������
+DUSKDP��7����������0HDVXULQJ�WKH�VRFLDO�FDSLWDO�RI�FKLOGUHQ��/RQGRQ��<RXQJ�/LYHV�$Q�,QWHUQDWLRQDO�6WXG\�RI�&KLOGKRRG�3RYHUW\�����
,QGLD�&HQVXV�2IILFH������D���&HQVXV�RI�,QGLD�������%LKDU��3URYLVLRQDO�3RSXODWLRQ7RWDOV����5XUDO�XUEDQ�'LVWULEXWLRQ�RI�3RSXODWLRQ��3DWQD��%LKDU��&HQVXV2SHUDWLRQV�
,QGLD�&HQVXV�2IILFH������E���&HQVXV�RI�,QGLD�������3URYLVLRQDO�3RSXODWLRQ�7RWDOV�3DSHU���RI�������1HZ�'HOKL��&HQVXV�RI�,QGLD�
-DFN��*��DQG�%��-RUGDQ���������³6RFLDO�&DSLWDO�DQG�&KLOG�:HOIDUH�´�&KLOGUHQ�	6RFLHW\ ������������
.LUSDO��6����������&RPPXQLWLHV�&DQ�0DNH�D�'LIIHUHQFH��)LYH�&DVHV�$FURVV&RQWLQHQWV��)URP�(DUO\�&KLOG�'HYHORSPHQW�WR�+XPDQ�'HYHORSPHQW��0��(�<RXQJ��HG����:DVKLQJWRQ��'&��:RUOG�%DQN����������
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.ULVKQD��$��DQG�1��8SKRII���������0DSSLQJ�DQG�0HDVXULQJ�6RFLDO�&DSLWDO��$&RQFHSWXDO�DQG�(PSLULFDO�6WXG\�RI�&ROOHFWLYH�$FWLRQ�IRU�&RQVHUYLQJ�DQG'HYHORSLQJ�:DWHUVKHGV�LQ�5DMDVWKDQ��,QGLD��:DVKLQJWRQ��'&��:RUOG�%DQN�
/RXU\��*��&����������$�G\QDPLF�WKHRU\�RI�UDFLDO�LQFRPH�GLIIHUHQFHV��:RPHQ�PLQRULWLHV��DQG�HPSOR\PHQW�GLVFULPLQDWLRQ��3��$��:DOODFH�DQG�$��0��/D0RQG��/H[LQJWRQ��0$��+HDWK�3XEOLVKHUV����������
/RXU\��*��&����������³,QWHUJHQHUDWLRQDO�7UDQVIHUV�DQG�WKH�'LVWULEXWLRQ�RI�(DUQLQJV�´(FRQRPHWULFD ���������������
0DKLOD�6DPDNK\D���������0DKLOD�6DPDNK\D�%LKDU��$�MRXUQH\�LQ�:RPHQ(PSRZHUPHQW��3DWQD��%LKDU�(GXFDWLRQ�3URMHFW�����
0DKLOD�6DPDNK\D���������0DKLOD�6DPDNK\D�%LKDU��)RUZDUG�	�2QZDUG�����������3DWQD��0DKLOD�6DPDNK\D�%LKDU�
1DUD\DQ��'����������%RQGV�DQG�%ULGJHV��6RFLDO�&DSLWDO�DQG�3RYHUW\��:DVKLQJWRQ��'&�:RUOG�%DQN�
2VWURP��(����������*RYHUQLQJ�WKH�&RPPRQV��7KH�(YROXWLRQ�RI�,QVWLWXWLRQV�IRU&ROOHFWLYH�$FWLRQ��1HZ�<RUN��&DPEULGJH�8QLYHUVLW\�3UHVV�
2VWURP��(����������³&ROOHFWLYH�$FWLRQ�DQG�WKH�(YROXWLRQ�RI�6RFLDO�1RUPV�´�-RXUQDO�RI(FRQRPLF�3HUVSHFWLYHV ���������������
3RUWHV��$����������³6RFLDO�&DSLWDO��,WV�2ULJLQV�DQG�$SSOLFDWLRQV�LQ�0RGHUQ6RFLRORJ\�´�$QQXDO�5HYLHZ�RI�6RFLRORJ\ ���������
5XQ\DQ��'��.��HW��DO����������³&KLOGUHQ�:KR�3URVSHU�LQ�8QIDYRUDEOH�(QYLURQPHQWV�7KH�5HODWLRQVKLS�WR�6RFLDO�&DSLWDO�´�3HGLDWULFV ��������������
6QLMGHUV��7��$��%����������³3URORJXH�WR�WKH�0HDVXUHPHQW�RI�6RFLDO�&DSLWDO�´�7KH7RFTXHYLOOH�5HYLHZ �������������
8HPXUD��0����������&RPPXQLW\�3DUWLFLSDWLRQ�LQ�(GXFDWLRQ��:KDW�GR�ZH�NQRZ":DVKLQJWRQ��'&��:RUOG�%DQN�����
8SKRII��1����������8QGHUVWDQGLQJ�6RFLDO�&DSLWDO��/HDUQLQJ�IURP�WKH�$QDO\VLV�DQG([SHULHQFH�RI�3DUWLFLSDWLRQ��6RFLDO�&DSLWDO��$�0XOWLIDFHWHG�3HUVSHFWLYH��3�'DVJXSWD�DQG�,��6HUDJHOGLQ��HGV����:DVLQJWRQ��'&��:RUOG�%DQN����������
:LOOPV��-��'��DQG�0��$��6RPHUV���������³)DPLO\��&ODVVURRP��DQG�6FKRRO�(IIHFWV�RQ&KLOGUHQ
V�(GXFDWLRQDO�2XWFRPHV�LQ�/DWLQ�$PHULFD�´�6FKRRO�HIIHFWLYHQHVV�DQGVFKRRO�LPSURYHPHQW ���������������
:LQWHU��,����������7RZDUGV�D�WKHRULVHG�XQGHUVWDQGLQJ�RI�IDPLO\�OLIH�DQG�VRFLDO�FDSLWDO�0HOERXUQH��$XVWUDOLDQ�,QVWLWXWH�RI�)DPLO\�6WXGLHV�����
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:RUOGB%DQN���������,QGLD����7KLUG�'LVWULFW�3ULPDU\�(GXFDWLRQ�3URMHFW�%LKDU��'3(3,,,���:DVKLQJWRQ��'&��:RUOG�%DQN�����
<RXQJ��0��(���HG������������(DUO\�&KLOG�'HYHORSPHQW��,QYHVWLQJ�LQ�RXU�&KLOGUHQ
V)XWXUH��$PVWHUGDP��(OVHYLHU�
<RXQJ��0��(���HG������������)URP�(DUO\�&KLOG�'HYHORSPHQW�WR�+XPDQ�'HYHORSPHQW�:DVKLQJWRQ��'&��:RUOG�%DQN�
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7KH�$PVWHUGDP�,QVWLWXWH�IRU�,QWHUQDWLRQDO�'HYHORSPHQW��$,,'��LV�D�MRLQW�LQLWLDWLYH�RIWKH�8QLYHUVLWHLW�YDQ�$PVWHUGDP��8Y$��DQG�WKH�9ULMH�8QLYHUVLWHLW�$PVWHUGDP��98��
&RUUHVSRQGHQFH� $,,'5RHWHUVVWUDDW��������:%�$PVWHUGDP7KH�1HWKHUODQGVWHO���������������������ID[��������������������H�PDLO��LQIR#DLLG�RUJZZZ�DLLG�RUJ
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