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:KR VKRXOG FRQWURO WKH ILUP" :KDW VKRXOG EH WKH ILUP¶V REMHFWLYH IXQFWLRQ" ,I FRQWUDFWV DUH
LQFRPSOHWH/ WKHQ WKH JURXS RI LQSXW SURYLGHUV WKDW PRVW QHHGV WKHLU LQWHUHVWV SURWHFWHG VKRXOG EH
DOORFDWHG FRQWURO ULJKWV WR WKH ILUP1 ([LVWLQJ WKHRULHV DUJXH WKDW WKH VXSSOLHUV RI FDSLWDO DUH PRVW
LQ QHHG RI SURWHFWLRQ1 :H HPSLULFDOO\ DVVHVV WKLV DQVZHU E\ H[DPLQLQJ WKH *HUPDQ V\VWHP RI
³FRGHWHUPLQDWLRQ/´ D JRYHUQDQFH V\VWHP XQGHU ZKLFK HPSOR\HHV DUH DOORFDWHG VRPH FRQWURO
ULJKWV RYHU FRUSRUDWH DVVHWV E\ ODZ1 &RGHWHUPLQDWLRQ ODZV UHTXLUH WKDW HPSOR\HHV EH UHSUHVHQWHG
RQ WKH +VXSHUYLVRU\, ERDUG RI GLUHFWRUV1 ,I FRGHWHUPLQDWLRQ VXIILFLHQWO\ HPSRZHUV HPSOR\HHV/
DQG LI VWRFNKROGHUV¶ ULJKWV FDQQRW EH FRQWUDFWXDOO\ SURWHFWHG/ WKHQ HPSOR\HHV PD\ UHGLVWULEXWH WKH
ILUP¶V VXUSOXV WRZDUGV WKHPVHOYHV1 ,Q DGGLWLRQ/ LI HPSOR\HH LQWHUHVWV DUH QRW FRQWUDFWXDOO\
SURWHFWHG/ WKHQ HPSOR\HHV¶ PD\ SUHIHU D GLIIHUHQW REMHFWLYH IXQFWLRQ IRU WKH ILUP1 )RU H[DPSOH/
HPSOR\HHV PD\ KDPSHU FDSLWDOLVW IOH[LELOLW\ E\ UHVLVWLQJ UHVWUXFWXULQJ RI WKH ILUP LI WKDW ZRXOG
MHRSDUGL]H WKHLU KXPDQ FDSLWDO1 :H H[DPLQH WKLV ZLWK SDUWLFXODU UHIHUHQFH WR WKH XQLILFDWLRQ RI
(DVW *HUPDQ\ DQG :HVW *HUPDQ\/ D VKRFN WKDW PD\ KDYH FDXVHG HPSOR\HHV LQ WKH IRUPHU :HVW
WR UHVLVW UHVWUXFWXULQJ> WKH PRUH VR LQ FRGHWHUPLQHG ILUPV1 :H DOVR H[DPLQH ZKHWKHU
VKDUHKROGHUV UHVSRQG WR FRGHWHUPLQDWLRQ ZLWK PRUH FRQFHQWUDWHG EORFN KROGLQJV/ SHUKDSV
LQFUHDVLQJ WKHLU EDUJDLQLQJ SRZHU ZLWK HPSOR\HHV/ RU ZLWK KLJKHU OHYHUDJH/ FRPPLWWLQJ PRUH
FDVK WR OHDYH WKH ILUP1 )LQDOO\/ ZH H[DPLQH WKH UHODWLRQVKLS EHWZHHQ FRGHWHUPLQDWLRQ DQG WKH
SHUIRUPDQFH VHQVLWLYLW\ RI FRPSHQVDWLRQ IRU ERDUG PHPEHUV1

-(/0FODVVLILFDWLRQ= *65/ *67
.H\ZRUGV= &RGHWHUPLQDWLRQ/ FRQWURO ULJKWV/ RZQHUVKLS VWUXFWXUH

                                                     
ó 7KDQNV WR %LOO (PPRQV/ 1LFKRODV 6RXOHOHV/ DQG PHPEHUV RI WKH :KDUWRQ )LQDQFH /XQFK *URXS
IRU FRPPHQWV1 6FKPLG WKDQNV 'HXWVFKH )RUVFKXQJVJHPHLQVFKDIW IRU VXSSRUW ZKHQ YLVLWLQJ WKH
:KDUWRQ )LQDQFLDO ,QVWLWXWLRQV &HQWHU1 7KH YLHZV H[SUHVVHG LQ WKLV SDSHU DUH WKRVH RI WKH DXWKRUV
DQG QRW QHFHVVDULO\ WKRVH RI WKH )HGHUDO 5HVHUYH %DQN RI 6W1 /RXLV RU WKH )HGHUDO 5HVHUYH
6\VWHP1
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³7KH FDPSDLJQV IRU1111 FRGHWHUPLQDWLRQ RQ ERDUGV RI GLUHFWRUV DSSHDU WR EH DWWHPSWV WR FRQWURO
WKH ZHDOWK RI VWRFNKROGHUV* VSHFLDOL]HG DVVHWV 111 D ZHDOWK FRQILVFDWLRQ VFKHPH´ $OFKLDQ +4<;7/ S1
79,1

³/DZV RQ &RGHWHUPLQDWLRQ/ FRPELQHG ZLWK D WUDGLWLRQ RI SDWULDUFKDO FRQFHUQ/ KDYH PDGH
(XURSHDQ &(2V GHHSO\ FRPPLWWHG WR WKHLU HPSOR\HHV/ WUHDWLQJ WKHP PRUH OLNH SDUWQHUV LQ D ORQJ0
WHUP HQWHUSULVH WKDQ DQRQ\PRXV IDFWRUV RI SURGXFWLRQ´ +HQ]OHU +4<<5/ S1 93,1

,1 ,QWURGXFWLRQ

:KR VKRXOG FRQWURO WKH ILUP" :KDW VKRXOG EH WKH REMHFWLYH IXQFWLRQ RI WKH ILUP" :K\

DUH WKH VXSSOLHUV RI FDSLWDO DOORFDWHG FRQWURO ULJKWV/ UDWKHU WKDQ RWKHU VWDNHKROGHUV LQ WKH ILUP/ LQ

SDUWLFXODU/ HPSOR\HHV"4 7KHVH DUH IXQGDPHQWDO TXHVWLRQV IRU WKH WKHRU\ RI WKH ILUP1 )RU VRPH/

WKHVH TXHVWLRQV KDYH REYLRXV DQVZHUV1 )RU H[DPSOH/ +DQVPDQQ DQG .UDDNPDQ +5333, ZULWH RI D

³«ZLGHVSUHDG QRUPDWLYH FRQVHQVXV WKDW FRUSRUDWH PDQDJHUV VKRXOG DFW H[FOXVLYHO\ LQ WKH

HFRQRPLF LQWHUHVWV RI VKDUHKROGHUV«´ +S1 4,1 ,Q WKLV SDSHU/ KRZHYHU/ ZH YLHZ WKHVH TXHVWLRQV DV

ZRUWK\ RI LQYHVWLJDWLRQ1 :H LQYHVWLJDWH WKH SURSRVLWLRQ WKDW WKH VXSSOLHUV RI FDSLWDO VKRXOG

FRQWURO WKH ILUP E\ HPSLULFDOO\ H[DPLQLQJ WKH *HUPDQ V\VWHP RI FRGHWHUPLQDWLRQ XQGHU ZKLFK

WKH HPSOR\HHV RI ODUJH ILUPV DUH/ E\ ODZ/ DOORFDWHG VRPH FRQWURO ULJKWV LQ WKH IRUP RI +YRWLQJ,

VHDWV RQ WKH ILUP¶V VXSHUYLVRU\ ERDUG1 ,I ERDUG VHDWV DUH LPSRUWDQW IRU FRQWURO RI WKH ILUP/ WKHQ

FRGHWHUPLQDWLRQ HPSRZHUV HPSOR\HHV1 7KHQ GHWHFWDEOH HIIHFWV RI HPSOR\HH LQSXW LQWR GHFLVLRQV/

DOWHULQJ WKH QDWXUH RI WKH ILUP/ ZRXOG EH HYLGHQFH WKDW FRQWUDFWV DUH LQFRPSOHWH1 )XUWKHU/ ZH

H[DPLQH WKH UHYHDOHG SUHIHUHQFHV RI HPSOR\HHV XQGHU WKLV V\VWHP WR GHWHUPLQH ZKHWKHU WKHLU

SRZHU/ LI LQGHHG WKH\ KDYH DQ\/ LV XVHG WR UHGLVWULEXWH VXUSOXV RU ZKHWKHU +LQ DGGLWLRQ, WKH\ DOWHU

WKH REMHFWLYH IXQFWLRQ RI WKH ILUP1 6XFK D ILQGLQJ ZRXOG SURYLGH HYLGHQFH WKDW HPSOR\HH

LQWHUHVWV ZHUH QRW FRPSOHWHO\ SURWHFWHG XQGHU WKH V\VWHP WKDW DOORFDWHV DOO FRQWURO ULJKWV WR

&DSLWDO1 $ ILQDO SRVVLELOLW\ LV WKDW FRGHWHUPLQDWLRQ PD\ OHDG WR D ORZHU VXUSOXV EHFDXVH RI

FRQIOLFW EHWZHHQ /DERU DQG &DSLWDO/ WKDW LV/ FODVV VWUXJJOH LQVLGH WKH ILUP1

,I FRQWUDFWV DUH FRPSOHWH/ WKHQ WKH DOORFDWLRQ RI FRQWURO ULJKWV WR WKH ILUP LV LUUHOHYDQW1

7KHUHIRUH/ WKH DQVZHU WR WKH TXHVWLRQ RI ZKLFK SDUW\ VKRXOG FRQWURO WKH ILUP LV XVXDOO\ EDVHG RQ

WKH REVHUYDWLRQ WKDW ZKHQHYHU VSHFLILF LQYHVWPHQWV DUH QRQFRQWUDFWLEOH/ DQG WKH ILUP¶V GHFLVLRQ0

PDNLQJ VWUXFWXUH DIIHFWV WKH GLVWULEXWLRQ RI TXDVL0UHQWV/ WKHQ WKH SDUW\ PRVW DW ULVN RI H[ SRVW

H[SURSULDWLRQ VKRXOG EH DOORFDWHG FRQWURO ULJKWV1 6RPH WKHQ DUJXH WKDW WKH VXSSOLHUV RI FDSLWDO

VKRXOG FRQWURO WKH ILUP EHFDXVH WKH\ DUH PRVW LQ QHHG RI VXFK SURWHFWLRQ DJDLQVW H[0SRVW

H[SURSULDWLRQ E\ RWKHU VWDNHKROGHUV1 7KH RWKHU VWDNHKROGHUV FDQ EH FRQWUDFWXDOO\ SURWHFWHG/ LW LV

DUJXHG/ RU WKH\ KDYH HIIHFWLYH VRXUFHV RI EDUJDLQLQJ SRZHU WKDW FDQ SURWHFW WKHLU VSHFLILF
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LQYHVWPHQWV H[ SRVW/ VR WKH\ VKRXOG QRW EH DOORFDWHG FRQWURO ULJKWV1 ,Q *URVVPDQ DQG +DUW +4<;9,

DQG +DUW DQG 0RRUH +4<<3,/ WKH FRVWV DQG EHQHILWV RI QRQFRQWUDFWLEOH GHFLVLRQV +LPSOLFLWO\,

DFFUXH WR FDSLWDO VXSSOLHUV1 (PSOR\HHV¶ HIIRUWV DUH QRW VHQVLWLYH WR WKHVH GHFLVLRQV1 7KXV/

FDSLWDOLVWV VKRXOG FRQWURO WKH ILUP1 :LOOLDPVRQ +4<;8, DOVR DUJXHV WKDW FDSLWDOLVWV VKRXOG FRQWURO

WKH ILUP/ VLQFH WKH HPSOR\HH¶V ILUP0VSHFLILF KXPDQ FDSLWDO FDQ EH SURWHFWHG E\ D ³JRYHUQDQFH

VWUXFWXUH´ +SS1 575076,15 3HUKDSV/ FRGHWHUPLQDWLRQ LV VXFK D ³JRYHUQDQFH VWUXFWXUH1´

7KHVH DVVHUWLRQV DV WR ZK\ &DSLWDO VKRXOG FRQWURO WKH ILUP DUH FHUWDLQO\ QRW REYLRXVO\

WUXH1 =LQJDOHV +4<<:,/ IRU H[DPSOH/ KDV REVHUYHG WKDW WKH DUJXPHQW WKDW FDSLWDOLVWV DUH PRVW DW

ULVN RI H[ SRVW H[SURSULDWLRQ VHHPV PRVW DSSOLFDEOH WR DQ HQWUHSUHQHXULDO ILUP/ ZKHUH WKH

FDSLWDOLVW LV FRQWULEXWLQJ KXPDQ FDSLWDO/ UDWKHU WKDQ WR D ODUJH FRUSRUDWLRQ ZKHUH WKH RXWVLGH

LQYHVWRUV DUH FRQWULEXWLQJ IXQGV1 $OVR/ WKH LGHD WKDW RWKHU VWDNHKROGHUV/ LQ SDUWLFXODU/ HPSOR\HHV/

KDYH VXIILFLHQW PHDQV WR SURWHFW WKHPVHOYHV KDV EHHQ TXHVWLRQHG1 6KOHLIHU DQG 6XPPHUV +4<;;,

DUJXH WKDW HPSOR\HHV¶ LQWHUHVWV DUH QRW SURWHFWHG EHFDXVH WDNHRYHUV DUH D ZD\ IRU VKDUHKROGHUV WR

H[SURSULDWH HPSOR\HHV/ WKURXJK D ³EUHDFK RI WUXVW1´ $OVR/ VHH /DZ +4<;9, DQG 'UXFNHU +4<;9,1

0RUHRYHU/ WKH SHUVLVWHQFH RI ILUPV FRQWUROOHG E\ WKH VXSSOLHUV RI FDSLWDO LV QRW QHFHVVDULO\

HYLGHQFH RI WKH VXSHULRULW\ RI WKLV IRUP RI RUJDQL]DWLRQ1 $Q LPSRUWDQW REVHUYDWLRQ PDGH LQ WKH

ODUJH WKHRUHWLFDO OLWHUDWXUH RQ WKH TXHVWLRQ LV WKDW WKH SHUVLVWHQFH RI FDSLWDO0PDQDJHG ILUPV +WKDW

LV/ ILUPV ZKHUH WKH VXSSOLHUV RI FDSLWDO KDYH FRQWURO ULJKWV, PD\ EH GXH WR WKH LQKHUHQW GLIILFXOWLHV

RI ODERU0PDQDJHG ILUPV16 0DQ\ RI WKH SUREOHPV WKDW KDYH EHHQ LGHQWLILHG DV ZHDNQHVVHV RI

ODERU0PDQDJHG ILUPV FRXOG EH VROYHG/ DW OHDVW LQ WKHRU\/ LI HPSOR\HH PHPEHUVKLS ULJKWV LQ WKH

ILUP ZHUH PDUNHWDEOH1 %XW/ WKLV PDUNHWDELOLW\ RI PHPEHUVKLS ULJKWV PD\ EH GLIILFXOW WR

LPSOHPHQW DV D SUDFWLFDO PDWWHU1 $V D WKHRUHWLFDO PDWWHU/ 'RZ +4<<6, VKRZV WKDW FDSLWDO0PDQDJHG

ILUPV FDQ VXUYLYH HYHQ WKRXJK WKH ODERU0PDQDJHG ILUPV \LHOG D ODUJHU VXUSOXV1 7KXV/ LW LV QRW

REYLRXV ZK\ ZH REVHUYH D SUHYDOHQFH RI FDSLWDO0PDQDJHG ILUPV1

%HVLGHV WKH VXSSOLHUV RI FDSLWDO/ HPSOR\HHV/ WKH VXSSOLHUV RI ODERU/ FRQVWLWXWH WKH RWKHU

LPSRUWDQW VWDNHKROGHU LQ WKH ILUP1 ,Q *HUPDQ\/ DV LQ PDQ\ FRXQWULHV +VHH/ H1J1/ +DQVPDQQ/ 4<<3/

DQG 5LSSH\/ 4<;;,/ WKH VXSSOLHUV RI ODERU KDYH DQ LPSRUWDQW UROH LQ UXQQLQJ WKH ILUP1 ,Q

*HUPDQ\/ LQ SDUWLFXODU/ WKH ILUP¶V HPSOR\HHV DUH DOORFDWHG VRPH FRQWURO ULJKWV E\ ODZ/ DOWKRXJK

LQ JHQHUDO/ WKH\ KDYH QR FDVK IORZ ULJKWV +LQ WKH XVXDO VHQVH RI UHVLGXDO ILQDQFLDO FODLPV,17 7KH

JHQHUDO LGHD LV IRU WKH VXSSOLHUV RI FDSLWDO DQG WKH VXSSOLHUV RI ODERU WR ³FRRSHUDWLYHO\´ UXQ WKH

ILUP> HPSOR\HHV¶ LQWHUHVWV DUH SURWHFWHG1 7R DFFRPSOLVK WKLV/ HPSOR\HHV DUH OHJDOO\

³HQWUHQFKHG/´ WKDW LV/ PDGH LPPXQH IURP WKH ZLVKHV RI &DSLWDO WR VRPH H[WHQW1 $OORFDWLQJ VRPH

FRQWURO ULJKWV WR HPSOR\HHV PD\ EH LQFHQWLYH0FRPSDWLEOH DV HPSOR\HHV PD\ RQO\ WKHQ EH ZLOOLQJ
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WR GHYHORS ILUP0VSHFLILF KXPDQ FDSLWDO1 $OVR/ HPSOR\HHV LQ D FRGHWHUPLQHG V\VWHP ZLOO SHUKDSV

PRQLWRU PDQDJHUV ZKR ZRXOG RWKHUZLVH QRW QHFHVVDULO\ DFW LQ WKH LQWHUHVWV RI RXWVLGH

VKDUHKROGHUV1 2YHUDOO/ WKH *HUPDQ V\VWHP SURYLGHV DQ DOWHUQDWLYH PRGHO RI FRUSRUDWH JRYHUQDQFH

WKDW UHTXLUHV VWXG\1

8QGHU WKH *HUPDQ V\VWHP RI FRGHWHUPLQDWLRQ ILUPV PD\ EH UHTXLUHG E\ ODZ WR DSSRLQW

HPSOR\HHV WR WKH VXSHUYLVRU\ ERDUG RI WKH ILUP1 &RGHWHUPLQDWLRQ ODZV DSSO\ WR DOO *HUPDQ

SULYDWH FRUSRUDWLRQV +*PE+V, ZLWK PRUH WKDQ 833 HPSOR\HHV/ DQG WR DOO VWRFN FRUSRUDWLRQV

+$*V,1 'HSHQGLQJ RQ WKH VL]H RI WKH ILUP/ HPSOR\HHV PD\ FRQVWLWXWH HLWKHU RQH KDOI RU RQH WKLUG

RI WKH ILUP¶V VXSHUYLVRU\ ERDUG1 7KHVH WZR FRGHWHUPLQDWLRQ UHJLPHV DUH FDOOHG SDULW\0

FRGHWHUPLQDWLRQ DQG QRQ0SDULW\ FRGHWHUPLQDWLRQ1 7KH ERDUG V\VWHP LQ *HUPDQ\ LV WZR0WLHUHG=

WKHUH LV WKH VXSHUYLVRU\ ERDUG DQG WKH PDQDJHPHQW ERDUG1 7KH PDQDJHPHQW ERDUG UXQV WKH GD\0

WR0GD\ RSHUDWLRQV> LWV FKDLUPDQ +RU ³VSHDNHU´, LV WKH ILUP¶V &(21 7KH VXSHUYLVRU\ ERDUG

RYHUVHHV WKH PDQDJHPHQW ERDUG/ DSSRLQWV LWV PHPEHUV/ VHWV WKHLU VDODULHV/ DQG DSSURYHV PDMRU

GHFLVLRQV1 ,W LV WKH VXSHUYLVRU\ ERDUG WKDW GHWHUPLQHV WKH VWUDWHJLF GLUHFWLRQ RI WKH ILUP1

&RQVHTXHQWO\/ ZKLOH WKHVH ILUPV DUH JHQHUDOO\ XQLRQL]HG/ FRGHWHUPLQDWLRQ LV GLIIHUHQW WKDQ

XQLRQL]DWLRQ EHFDXVH HPSOR\HHV +DQG QRW MXVW WKRVH LQ XQLRQV, FDQ SRWHQWLDOO\ LQIOXHQFH WKH

ILUP¶V FKRLFH RI DFWLYLWLHV DQG WKH GLYLVLRQ RI SURILW1 &RGHWHUPLQDWLRQ ³HQWUHQFKHV´ ZRUNHUV E\

OHJLVODWLQJ WKDW WKH\ KDYH YRWLQJ ULJKWV RQ WKH VXSHUYLVRU\ ERDUG1

&RGHWHUPLQDWLRQ DIIHFWV WKH FRPSRVLWLRQ RI WKH PHPEHUVKLS RI WKH VXSHUYLVRU\ ERDUG1

7KH SRVLWLRQ DQG UROH RI WKH ERDUG RI GLUHFWRUV LQ ILUP PDQDJHPHQW LV SDUWLFXODUO\ VLJQLILFDQW

EHFDXVH WKH ERDUG RI GLUHFWRUV UHSUHVHQWV WKH WRS RI WKH ILUP¶V GHFLVLRQ KLHUDUFK\1 &RUSRUDWLRQV/

DV D PDWWHU RI SULQFLSOH DQG ODZ/ PXVW KDYH D ERDUG RI GLUHFWRUV1 ,Q PRVW FRXQWULHV/ WKH ERDUG LV

WKH RQO\ FRUSRUDWH ERG\ ZKRVH IXQFWLRQLQJ DQG VWUXFWXUH DUH JRYHUQHG E\ FRUSRUDWH ODZ1 +6HH

.OHLQ DQG &RIIHH/ 4<;9/ DQG 0HLHU06FKDW]/ 4<;;,1 'HVSLWH WKHLU DFNQRZOHGJHG LPSRUWDQFH/

ERDUGV DUH ZLGHO\ KHOG WR EH LQHIIHFWLYH/ DW OHDVW LQ WKH 8QLWHG 6WDWHV ZKHUH WKH LVVXH KDV EHHQ

VWXGLHG +VHH/ H1J1/ 0RUFN/ 6KOHLIHU/ DQG 9LVKQ\/ 4<;<,1 ,Q *HUPDQ\/ WKH VXSHUYLVRU\ ERDUG UHOLHV

RQ WKH PDQDJHPHQW ERDUG IRU LQIRUPDWLRQ DQG PD\ EH IDLUO\ SRZHUOHVV1 %XW/ .DSODQ +4<<7,

SURYLGHV VRPH HYLGHQFH WKDW LQ *HUPDQ\ WKH VXSHUYLVRU\ ERDUG GRHV DFW HIIHFWLYHO\ WR GLVSODFH

PDQDJHUV ZKHQ WKH ILUP KDV QRW GRQH ZHOO1 3DUW RI RXU DQDO\VLV ZLOO EH WR GHWHUPLQH ZKHWKHU WKH

FRPSRVLWLRQ RI WKH VXSHUYLVRU\ ERDUG DIIHFWV FRUSRUDWH GHFLVLRQV1

1HHGOHVV WR VD\/ FRGHWHUPLQDWLRQ KDV EHHQ FRQWURYHUVLDO VLQFH LWV LQFHSWLRQ DQG OLWHUDOO\

WKRXVDQGV RI SDSHUV KDYH EHHQ ZULWWHQ RQ WKH VXEMHFW18 7KH FRQWURYHUV\ HPDQDWHV IURP WKH
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LGHRORJLFDO LPSOLFDWLRQV RI GLFWDWLQJ WKDW VRPH RI WKH FDSLWDO RZQHUV¶ FRQWURO ULJKWV EH FHGHG WR

/DERU1 -HQVHQ DQG 0HFNOLQJ +4<:<, SRLQW RXW WKDW FRGHWHUPLQDWLRQ LV D ELQGLQJ FRQVWUDLQW=

2ZQHUV FRXOG KDYH DGRSWHG VXFK D V\VWHP YROXQWDULO\/ EXW GLG QRW1 7KH\ VXJJHVW WKDW LW PXVW/

WKHUHIRUH/ EH LQHIILFLHQW1 )UHHPDQ DQG /D]HDU +4<<8, DQG /HYLQH DQG 7\VRQ +4<<3, DUJXH WKH

RSSRVLWH YLHZSRLQW/ WKDW FRGHWHUPLQDWLRQ FRXOG EH VRFLDOO\ HIILFLHQW/ EXW QRW LQ WKH RZQHUV¶

SULYDWH LQWHUHVWV1 ,W PD\ EH WKDW WKH ILUP¶V WRWDO UHYHQXHV ZRXOG LQFUHDVH ZLWK FRGHWHUPLQDWLRQ/

EXW WKH RZQHUV¶ VKDUH ZRXOG VKULQN +)UHHPDQ DQG /D]HDU/ 4<<8> DOVR VHH 'RZ/ 4<<6,1

$OWHUQDWLYHO\/ LW PD\ EH WKDW ZKLOH SULYDWHO\ EHQHILFLDO IRU HDFK ILUP LQGLYLGXDOO\/ WKHUH LV D

FRRUGLQDWLRQ IDLOXUH EHFDXVH QR RQH ILUP ZDQWV WR ULVN EHLQJ WKH ILUVW WR DGRSW FRGHWHUPLQDWLRQ

+VHH /HYLQH DQG 7\VRQ/ 4<<3,1 7KHUHIRUH/ LW LV DUJXHG/ WKH JRYHUQPHQW PXVW LQWURGXFH

FRGHWHUPLQDWLRQ E\ ODZ/ PXFK DV ILUP RZQHUV ZRXOG QRW KDYH DGRSWHG WKH 1DWLRQDO /DERU

5HODWLRQV $FW LQ WKH 8QLWHG 6WDWHV YROXQWDULO\1

:H LQYHVWLJDWH WKH IROORZLQJ K\SRWKHVHV1 :H ILUVW DVN ZKHWKHU WKHUH LV HYLGHQFH WKDW

FRQWUDFWV DUH LQFRPSOHWH1 ,W PD\ EH WKDW WKHUH DUH QR HIIHFWV RI FRGHWHUPLQDWLRQ/ HLWKHU EHFDXVH

HPSOR\HHV VLPSO\ GR QRW KDYH HQRXJK SRZHU YLD WKHLU ERDUG VHDWV WR DIIHFW WKH ILUP/ RU EHFDXVH

&DSLWDO KDV UHVSRQGHG WR FRGHWHUPLQDWLRQ E\ ZULWLQJ FRQWUDFWV WR HOLPLQDWH WKH HIIHFWV RI

FRGHWHUPLQDWLRQ1 )RU H[DPSOH/ &DSLWDO KDV WULHG RYHU WKH \HDUV WR ZHDNHQ WKH SRZHU RI WKH

VXSHUYLVRU\ ERDUG E\ UHPRYLQJ WKHLU DELOLW\ WR PDNH LPSRUWDQW GHFLVLRQV1 +7KLV KDV EHHQ WKH

VXEMHFW RI QXPHURXV FRXUW FDVHV1, 2XU ILUVW WHVWV DUH DLPHG DW GHWHUPLQLQJ ZKHWKHU

FRGHWHUPLQDWLRQ UHVXOWV LQ DQ\ GHWHFWDEOH DOWHUDWLRQV LQ KRZ WKH ILUP IXQFWLRQV/ WKDW LV/ ZH DVN=

'R HPSOR\HHV DFWXDOO\ KDYH WKH SRZHU WR LQIOXHQFH WKH GHFLVLRQV RI WKH ILUP" ,I HPSOR\HHV KDYH

VXFK SRZHU/ ZH WKHQ JR RQ WR DVN ZKHWKHU WKH HIIHFWV RI FRGHWHUPLQDWLRQ DUH SXUHO\

UHGLVWULEXWLYH1

,Q IDFW/ ZH ILQG WKDW WKHUH DUH LPSRUWDQW DIIHFWV RI FRGHWHUPLQDWLRQ/ VR &DSLWDO KDV EHHQ

XQVXFFHVVIXO DW FRQWUDFWLQJ WR SURWHFW LWV LQWHUHVWV1 7KHQ ZH DVN KRZ HPSOR\HHV XVH WKDW SRZHU1

7KLV LV WKH VHFRQG VHW RI K\SRWKHVHV1 $FFRUGLQJ WR WKH GRPLQDQW SDUDGLJP RQ FRQWURO RI WKH ILUP/

HPSOR\HHV VKRXOG QRW EH DOORFDWHG FRQWURO ULJKWV EHFDXVH WKHLU LQWHUHVWV FDQ EH VXIILFLHQWO\

SURWHFWHG E\ FRQWUDFW1 $FFRUGLQJ WR WKLV YLHZ/ LI WKHUH DUH DQ\ DIIHFWV RI FRGHWHUPLQDWLRQ RQ WKH

ILUP/ WKH\ VKRXOG EH SXUHO\ UHGLVWULEXWLYH1 +)RU WKLV UHDVRQ/ ZH VKRXOG H[SHFW WKDW WKH VXSSOLHUV

RI FDSLWDO ZRXOG EH RSSRVHG WR WKH DGRSWLRQ RI FRGHWHUPLQDWLRQ1, 7KDW LV/ PD[LPL]DWLRQ RI ILUP

YDOXH LV WKH REMHFWLYH IXQFWLRQ LI HPSOR\HHV/ KDYLQJ EHHQ DOORFDWHG FRQWURO ULJKWV/ XVH WKHVH

FRQWURO ULJKWV WR UHGLVWULEXWH VXUSOXV1 ,I/ KRZHYHU/ HPSOR\HHV¶ LQWHUHVWV DUH LQVXIILFLHQWO\

SURWHFWHG E\ FRQWUDFW RU WKH JRYHUQDQFH VWUXFWXUH/ WKHQ RQFH LQ SRVVHVVLRQ RI VRPH FRQWURO ULJKWV/
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HPSOR\HHV ZLOO DOWHU WKH GHFLVLRQV RI WKH ILUP LQ WKH GLUHFWLRQ RI SURWHFWLQJ WKHLU RZQ +SULYDWH,

LQWHUHVWV/ LQVRIDU DV WKHVH LQWHUHVWV DUH QRW DOUHDG\ SURWHFWHG1 7KDW LV/ LI WKHUH LV DW OHDVW WKH

SRVVLELOLW\ RI D ³EUHDFK RI WUXVW/´ DQG HPSOR\HH FRQWURO ULJKWV +LQ WKH IRUP RI ERDUG VHDWV, HQGRZ

WKHP ZLWK SRZHU/ WKHQ HPSOR\HHV PD\ WDNH DFWLRQV WR SUHYHQW WKLV IURP KDSSHQLQJ1 7KXV/ WKH

REMHFWLYH IXQFWLRQ RI WKH ILUP LV GHWHUPLQHG E\ ZKHWKHU HPSOR\HHV¶ LQWHUHVWV FDQ EH FRQWUDFWXDOO\

SURWHFWHG ZLWKRXW DOORFDWLQJ WKHP FRQWURO ULJKWV1

7R WKH H[WHQW WKDW FRGHWHUPLQDWLRQ HPSRZHUV WKHP/ HPSOR\HHV PD\ DFW WR SURWHFW WKHLU

LQWHUHVWV LQ VHYHUDO ZD\V1 (PSOR\HHV PD\ SUHIHU PRUH GLYHUVLILFDWLRQ DV D ZD\ RI DYRLGLQJ ILUP

GHIDXOW DQG WKH VXEVHTXHQW ORVV RI WKHLU ILUP0VSHFLILF KXPDQ FDSLWDO LQYHVWPHQWV1 ,Q WKLV FDVH/

WRWDO ILUP ULVN GHFUHDVHV1 )LUP GHIDXOW PD\ QRW EH WKH PRVW LPSRUWDQW ULVN IDFHG E\ HPSOR\HHV1

$V GHIDXOW E\ ODUJH ILUPV LV YHU\ UDUH/ LW PD\ EH WKDW EXVLQHVV F\FOH0UHODWHG OD\0RIIV/ RU ZDJH

UHGXFWLRQV GXH WR UHVWUXFWXULQJ/ IRU H[DPSOH/ DUH PRUH LPSRUWDQW ULVNV/ DV WKHVH DUH PRUH

IUHTXHQW1 (PSOR\HHV PD\ ZDQW WR XVH WKH ILUP DV DQ LQWHUWHPSRUDO LQVXUDQFH YHKLFOH1 7KDW LV/

HPSOR\HHV PD\ UHVLVW UHVWUXFWXULQJ/ OD\0RIIV/ DQG ZDJH UHGXFWLRQV/ SURWHFWLQJ WKHPVHOYHV DJDLQVW

+EXVLQHVV F\FOH, VKRFNV WR WKH ILUP/ DV SUHGLFWHG E\ WKH WKHRUHWLFDO PRGHOV RI &KDQJ +4<<5, DQG

0L\D]DNL +4<;7,19 ,Q IDFW/ LQ D VLPLODU YHLQ/ ILUPV ZLWK VWURQJ ODERU XQLRQV LQ WKH 8161 WHQG WR EH

OHVV UHVSRQVLYH WR ODERU PDUNHW FRQGLWLRQV> IRU H[DPSOH/ VHH )UHHPDQ DQG 0HGRII +4<;7/ 4<;4,1

7KH LGHD WKDW HPSOR\HHV¶ UHVLVWDQFH WR UHVWUXFWXULQJ LQKLELWV &DSLWDO¶V IOH[LELOLW\ LQ

UHVSRQGLQJ WR FKDQJLQJ PDUNHW FRQGLWLRQV LV UHODWHG WR WKH OLWHUDWXUH RQ ³(XURVFOHURVLV1´

(XURVFOHURVLV LV WKH LGHD WKDW ODERU PDUNHWV LQ (XURSHDQ HFRQRPLHV FDQQRW UHVSRQG WR ODUJH

VKRFNV EHFDXVH RI JRYHUQPHQWDO DQG LQVWLWXWLRQDO UHVWULFWLRQV1 )RU H[DPSOH/ %HQWROLOD DQG

%HUWROD +4<<3, ZULWH= ³«WKH KLJKO\ UHJXODWHG QDWXUH RI (XURSHDQ ODERU PDUNHWV FRQVWUDLQV WKH

IOH[LELOLW\ RI ILUPV¶ HPSOR\PHQW SROLFLHV LQ VXFK ZD\V WKDW KLULQJ D ZRUNHU LV GHILQLWHO\ D ULVN\

SURSRVLWLRQ/ DQG WKH GHJUHH RI XQFHUWDLQW\ DERXW WKH IXWXUH LV D FUXFLDO SDUDPHWHU LQ WKH ILUP¶V

SUREOHP´ +S1 6<,1 &RGHWHUPLQDWLRQ LV D VSHFLILF H[DPSOH RI KRZ ILUPV¶ IOH[LELOLW\ PD\ EH

FRQVWUDLQHG1 /LNH WKH OLWHUDWXUH RQ (XURVFOHURVLV/ ZH HPSLULFDOO\ LQYHVWLJDWH WKH LGHD WKDW

HPSOR\HHV XVH WKH ILUP WR VPRRWK WKHLU LQFRPH DQG KHGJH WKHLU ILUP0VSHFLILF KXPDQ FDSLWDO

WKURXJK WLPH E\ SURWHFWLQJ WKHLU HPSOR\PHQW DQG UHVLVWLQJ UHVWUXFWXULQJ/ LQ UHVSRQVH WR VKRFNV1

7KH SDUWLFXODU VKRFN WKDW ZH IRFXV RQ LV WKH UHXQLILFDWLRQ RI (DVW *HUPDQ\ ZLWK :HVW

*HUPDQ\1 7KLV HYHQW ZDV RQH RI WKH ODUJHVW VKRFNV WR DQ DGYDQFHG HFRQRP\ VLQFH :RUOG :DU ,,1

(PSOR\HHV LQ WKH :HVW PD\ KDYH UHVLVWHG UHVWUXFWXULQJ DQG LQYHVWPHQW LQ WKH (DVW/ IRU IHDU RI

FKHDS ODERU LQ WKH IRUPHU (DVW *HUPDQ\ UHSODFLQJ :HVW *HUPDQ HPSOR\HHV1 7KLV EHKDYLRU
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ZRXOG UHVXOW LQ WKH VKDUHKROGHUV IDFLQJ LQFUHDVHG ULVN EHFDXVH WKH ILUP ZRXOG EH VORZ LQ

UHDOORFDWLQJ DVVHWV LQ UHVSRQVH WR FKDQJHV LQ LWV HQYLURQPHQW1 ,I HPSOR\HHV ZHUH VXIILFLHQWO\

FRQWUDFWXDOO\ SURWHFWHG/ WKURXJK VHQLRULW\ IRU H[DPSOH/ WKHQ WKH\ ZRXOG QRW XVH WKHLU SRZHU +LI

WKH\ KDG DQ\, WR DOWHU WKH ILUP¶V REMHFWLYH IXQFWLRQ1

:H ILQG/ LQ IDFW/ WKDW FRGHWHUPLQDWLRQ GRHV HPSRZHU HPSOR\HHV/ DQG WKDW WKH\ XVH WKHLU

SRZHU LQ ZD\V WKDW FRQWUDGLFW WKH GHVLUHV RI VKDUHKROGHUV/ WKDW LV/ WKH\ FKDQJH WKH REMHFWLYH

IXQFWLRQ RI WKH ILUP1: 7KH QH[W VHW RI K\SRWKHVHV FRQFHUQV ZKHWKHU VKDUHKROGHUV WDNH

FRXQWHUPHDVXUHV WR WU\ WR PLWLJDWH WKH HIIHFWV RI HPSOR\HHV¶ GHFLVLRQV1 7KDW LV/ HPSOR\HHV¶

SRZHU PD\ EH OLPLWHG E\ PHDVXUHV WKDW VKDUHKROGHUV WDNH WR FRXQWHUDFW WKHLU SRZHU1 (YLGHQFH RI

FRXQWHUPHDVXUHV ZRXOG VWURQJO\ VXJJHVW WKDW WKH DELOLW\ WR LQIOXHQFH GHFLVLRQ0PDNLQJ YLD

VXSHUYLVRU\ ERDUG VHDWV LV YDOXDEOH WR HPSOR\HHV/ DOORZLQJ WKHP WR UHGLVWULEXWH ILUP VXUSOXV

WRZDUGV WKHPVHOYHV DQG WR SURWHFW WKHLU LQWHUHVWV WKURXJK LQIOXHQFLQJ WKH GLUHFWLRQ RI WKH ILUP1

:H HPSLULFDOO\ LQYHVWLJDWH WZR W\SHV RI VKDUHKROGHU FRXQWHUPHDVXUHV1 7KH ILUVW

FRQFHUQV FDSLWDO VWUXFWXUH1 6KDUHKROGHUV +DW WKH ILUP¶V DQQXDO PHHWLQJ, PD\ LQFUHDVH ILUP

OHYHUDJH WR FRPPLW PRUH RI WKH ILUP¶V FDVK IORZV WR H[WHUQDO FUHGLWRUV1 $V GLVFXVVHG EHORZ/ WKLV

KDV EHHQ D UHVSRQVH RI VKDUHKROGHUV WR XQLRQL]DWLRQ LQ WKH 8QLWHG 6WDWHV DQG WKH 8QLWHG

.LQJGRP1 $OVR/ WKH HTXLW\ RZQHUVKLS VWUXFWXUH PD\ GLIIHU DV D IXQFWLRQ RI WKH H[WHQW RI

FRGHWHUPLQDWLRQ1 6KDUHKROGHUV LQ ILUPV ZLWK HTXDO UHSUHVHQWDWLRQ PD\ KDYH PRUH FRQFHQWUDWHG

EORFNV LQ RUGHU WR LQFUHDVH WKHLU EDUJDLQLQJ HIIHFWLYHQHVV LQ VXSHUYLVRU\ ERDUG PHHWLQJV1 7KH

VXSHUYLVRU\ ERDUG RI ILUPV ZLWK HTXDO UHSUHVHQWDWLRQ PD\ EH PRUH OLNHO\ WR LQFOXGH EDQNV RU

IDPLOLHV DV LPSRUWDQW SDUWLFLSDQWV1 :H H[DPLQH ZKHWKHU EORFN VKDUHKROGLQJ LV PRUH

FRQFHQWUDWHG LQ ILUPV ZLWK HTXDO UHSUHVHQWDWLRQ WKDQ LQ QRQ0SDULW\ FRGHWHUPLQHG ILUPV/ DQG

ZKHWKHU WKH LGHQWLW\ RI WKH VKDUHKROGHUV DUH GLIIHUHQW1

6HFRQGO\/ ZH H[DPLQH FRPSHQVDWLRQ LVVXHV IRU ERDUG PHPEHUV1 ,Q DGGLWLRQ WR DOWHULQJ

WKH FDSLWDO VWUXFWXUH DQG WKH HTXLW\ RZQHUVKLS VWUXFWXUH RI WKH ILUP LQ UHVSRQVH WR

FRGHWHUPLQDWLRQ/ VKDUHKROGHUV FDQ +DW WKH ILUP¶V DQQXDO PHHWLQJ, DOVR VHW WKH LQFHQWLYH V\VWHP/

WKDW LV/ WKH\ FDQ DOWHU WKH FRPSHQVDWLRQ DUUDQJHPHQWV WR WU\ WR DIIHFW WKH ILUP¶V GHFLVLRQ0PDNLQJ1

7KHUHIRUH/ ZH LQYHVWLJDWH WKH VHQVLWLYLW\ RI WKH FRPSHQVDWLRQ RI ERDUG PHPEHUV WR

FRGHWHUPLQDWLRQ1

7KH SDSHU SURFHHGV DV IROORZV1 6HFWLRQ ,, LV D EULHI OLWHUDWXUH VXUYH\1 6HFWLRQ ,,,

SURYLGHV VRPH EDFNJURXQG RQ WKH *HUPDQ FRGHWHUPLQDWLRQ V\VWHP DQG *HUPDQ FRUSRUDWH

ILQDQFH1 6HFWLRQ ,9 GHDOV ZLWK LVVXHV RI HTXLW\ RZQHUVKLS GDWD DQG WKH PHDVXUHPHQW RI HTXLW\
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FRQWURO ULJKWV1 6HFWLRQ 9 GLVFXVVHV K\SRWKHVHV RQ WKH HIIHFWV RI FRGHWHUPLQDWLRQ RQ ILUP

SHUIRUPDQFH/ LQWURGXFHV WKH HFRQRPHWULF PHWKRGRORJ\/ DQG UHSRUWV RQ HPSLULFDO UHVXOWV1 6HFWLRQ

9, DQDO\]HV WKH FDSLWDO VWUXFWXUH DQG HTXLW\ RZQHUVKLS VWUXFWXUH UHVSRQVHV RI VKDUHKROGHUV WR

FRGHWHUPLQDWLRQ1 6HFWLRQ 9,, H[DPLQHV ZKHWKHU FRGHWHUPLQDWLRQ DIIHFWV ERDUG FRPSHQVDWLRQ1

)LQDOO\/ 6HFWLRQ 9,,, FRQFOXGHV1

,,1 7KH /LWHUDWXUH RQ &RGHWHUPLQDWLRQ DQG 5HODWHG ,VVXHV RI :RUNHU &RQWURO

,Q JHQHUDO/ WKHUH LV QR HPSLULFDO OLWHUDWXUH WKDW DGGUHVVHV WKH LVVXH RI WKH DOORFDWLRQ RI

FRQWURO ULJKWV WR WKH ILUP DFURVV GLIIHUHQW W\SHV RI VWDNHKROGHUV1 ,Q DGGLWLRQ/ ZKLOH WKH OLWHUDWXUH

RQ *HUPDQ FRGHWHUPLQDWLRQ LV PDVVLYH/ WKHUH LV UHODWLYHO\ OLWWOH TXDQWLWDWLYH ZRUN1; $V )LW]5R\

DQG .UDIW +4<<6, SXW LW= ³111WKHUH KDYH EHHQ IHZ DWWHPSWV WR TXDQWLI\ HFRQRPLF HIIHFWV/ DQG WKH\

DOO VXIIHU IURP LQDGHTXDWH GDWD DQG PHWKRGRORJ\´ +S1 699,1 .UDIW +4<;<, VXUYH\V VRPH RI WKLV

OLWHUDWXUH1 :H EULHIO\ SURYLGH DQ RYHUYLHZ RI WKH OLWHUDWXUH RQ FRGHWHUPLQDWLRQ DQG VRPH UHODWHG

LVVXHV1

6YHMQDU +4<;5E, DQDO\]HV UHODWLYH ZDJHV DW WKH LQGXVWU\ OHYHO/ LQ WKH FRDO DQG VWHHO

LQGXVWULHV/ XVLQJ DQQXDO GDWD RYHU WKH SHULRG 4<7904<:51 +7KH FRDO DQG VWHHO LQGXVWULHV DUH

FRYHUHG E\ VSHFLDO FRGHWHUPLQDWLRQ ODZV> VHH $SSHQGL[ $1, +H ILQGV WKDW WKH LQWURGXFWLRQ RI

FRGHWHUPLQDWLRQ +LQ WKHVH LQGXVWULHV, LQ 4<84 ZDV DFFRPSDQLHG E\ D ZDJH LQFUHDVH LQ VWHHO/ EXW

QRW LQ FRDO PLQLQJ1 $OVR/ VHH 6YHMQDU +4<;4/ 4<;5D,1 %HQHOOL/ /RGHUHU/ DQG /\V +4<;:, XVH

DFFRXQWLQJ GDWD WR FRPSDUH OHYHUDJH/ SURILWDELOLW\/ GLYLGHQG SD\RXW/ FDSLWDO LQWHQVLW\/ DQG WRWDO

ZRUNHUV¶ SD\/ EHIRUH DQG DIWHU SDVVDJH RI WKH 4<:9 &RGHWHUPLQDWLRQ $FW/ IRU PDWFKHG SDLUV RI

ILUPV1 7KH\ DOVR SUHVHQW ³HYHQW´ VWXGLHV EDVHG RQ SDVVDJH RI WKH 4<:9 $FW1 7KH VDPSOH VL]H LV

971 7KH\ ILQG IHZ HIIHFWV RI FRGHWHUPLQDWLRQ1 7KHLU PDLQ ILQGLQJ LV WKDW VWRFN UHWXUQ YDULDQFHV

GHFOLQH IROORZLQJ SDVVDJH RI FRGHWHUPLQDWLRQ ODZV/ ³>WKHVH@ UHVXOWV >DUH@ FRQVLVWHQW ZLWK WKH

LPSOLFDWLRQ WKDW FRGHWHUPLQDWLRQ OHDGV WR OHVV ULVN\ LQYHVWPHQWV´ +S1 896,1 *XUGRQ DQG 5DL

+4<<3, ILQG D KLJKHU UDWH RI UHWXUQ RQ DVVHWV DIWHU 4<:9/ EXW WKHLU VDPSOH LV 5;/ FRPSDUHG ZLWK D

FRQWURO JURXS RI HLJKW ILUPV1 )LW]5R\ DQG .UDIW +4<<6, VWXG\ 9; FRPSDQLHV LQ WZR \HDUV= 4<:8/

WKH \HDU EHIRUH WKH 4<:9 &RGHWHUPLQDWLRQ $FW ZDV SDVVHG/ DQG 4<;61 7KH\ HVWLPDWH WUDQVORJ

YDOXH0DGGHG HTXDWLRQV DQG ILQG WKDW FRGHWHUPLQDWLRQ UHGXFHG SURGXFWLYLW\ E\ 4<1:(1< 7KH\ DOVR

ILQG WKDW UHWXUQ RQ HTXLW\ GHFOLQHV1 &DEOH DQG )LW]5R\ +4<;3, HVWLPDWH D &REE0'RXJODV

SURGXFWLRQ IXQFWLRQ XVLQJ GDWD RQ 75 ILUPV1 7KH\ LQFOXGH DV DQ LQSXW D PHDVXUH RI

³SDUWLFLSDWLRQ´ RI ZRUNHUV LQ ILUP GHFLVLRQ0PDNLQJ EDVHG RQ D TXHVWLRQQDLUH DQG ILQG WKDW



;

³SDUWLFLSDWLRQ´ LQFUHDVHV SURGXFWLYLW\1 ,Q VXPPDU\/ SUHYLRXV VWXGLHV XVH VPDOO VDPSOHV DQG

REWDLQ PL[HG UHVXOWV1

$OPRVW DOO RI WKHVH VWXGLHV H[DPLQH ILUPV EHIRUH DQG DIWHU 4<:9 RU EHIRUH DQG DIWHU 4<84

+WKH \HDUV ZKHQ PDMRU FRGHWHUPLQDWLRQ OHJLVODWLRQ ZDV SDVVHG/ DV GHVFULEHG EHORZ, WR LGHQWLI\

WKH HIIHFWV RI FRGHWHUPLQDWLRQ1 7KLV UHTXLUHV GDWD IURP SHULRGV ZKHQ GDWD LV TXLWH FRVWO\ WR

FROOHFW/ ZKLFK H[SODLQV ZK\ VDPSOH VL]HV DUH VR VPDOO1 7KH SDXFLW\ RI GDWD LV D VHULRXV SUREOHP

DQG PRWLYDWHV RXU DSSURDFK LQ WKLV SDSHU/ GLVFXVVHG EHORZ1 7KH VWRFN PDUNHW KDV SOD\HG D PXFK

VPDOOHU UROH LQ WKH VDYLQJV0LQYHVWPHQW SURFHVV LQ *HUPDQ\ WKDQ LQ WKH 8QLWHG 6WDWHV DQG WKH

8QLWHG .LQJGRP1 7KLV LV SUREDEO\ WKH PDLQ H[SODQDWLRQ IRU WKH GHDUWK RI HPSLULFDO ZRUN RQ WKH

FRGHWHUPLQDWLRQ V\VWHP1 :LWKRXW D VWRFN PDUNHW WKDW UHTXLUHV GLVFORVXUH DQG JHQHUDWHV SULFH

GDWD/ LW LV PRUH GLIILFXOW WR REWDLQ GDWD/ OLPLWLQJ WKH DQDO\VLV VRPHZKDW1

5DWKHU WKDQ VWXG\ WKH EHKDYLRU RI ILUPV EHIRUH DQG DIWHU WKH SDVVDJH RI D FRGHWHUPLQDWLRQ

ODZ/ ZH VWXG\ D SDQHO RI ILUPV DQG UHO\ RQ FURVV0VHFWLRQ YDULDWLRQ LQ WKH IUDFWLRQ RI YRWHV KHOG E\

HPSOR\HH UHSUHVHQWDWLYHV RQ WKH VXSHUYLVRU\ ERDUG WR LGHQWLI\ WKH HIIHFWV RI FRGHWHUPLQDWLRQ1 :H

IRFXV RQ WKH 4<<3V DQG/ FRQVHTXHQWO\/ KDYH D PXFK ODUJHU VDPSOH1 ,Q DGGLWLRQ/ E\ WKH 4<<3V

ILUPV KDYH DGMXVWHG WR WKH SUHVHQFH RI FRGHWHUPLQDWLRQ1 1HYHUWKHOHVV/ VWXG\LQJ D SDQHO DOVR KDV

LVVXHV1 /DUJH ILUPV WHQG WR KDYH PDQ\ HPSOR\HHV/ DQG FRQVHTXHQWO\ DUH VXEMHFW WR SDULW\

FRGHWHUPLQDWLRQ1 &RQYHUVHO\/ ILUPV ZLWK QRQ0SDULW\ FRGHWHUPLQDWLRQ WHQG WR EH VPDOOHU1 7KLV

PD\ FRQIRXQG WKH HIIHFWV RI FRGHWHUPLQDWLRQ ZLWK WKH HIIHFWV RI VL]H1 ,Q ZKDW IROORZV ZH DGGUHVV

HFRQRPHWULFDOO\ WKHVH LVVXHV1

7KH JHQHUDO TXHVWLRQ RI KRZ HPSOR\HH FRQWURO RU LQIOXHQFH RYHU WKH GLVSRVLWLRQ RI

FRUSRUDWH DVVHWV DIIHFWV ILUP EHKDYLRU DQG YDOXH KDV EHHQ DGGUHVVHG LQ WKH OLWHUDWXUH RQ ODERU

XQLRQV1 /DERU XQLRQV DUH DQ LQVWDQFH ZKHUH ZRUNHUV DUH QRW DOORFDWHG FRQWURO ULJKWV/ EXW KDYH

PRUH EDUJDLQLQJ SRZHU WKDQ WKH\ KDYH LQ D FRPSHWLWLYH ODERU PDUNHW1 7KHUH LV HYLGHQFH WKDW

XQLRQV DIIHFW WKH YDOXH RI HTXLW\1 5XEDFN DQG =LPPHUPDQ +4<;7,/ XVLQJ HYHQW VWXG\

PHWKRGRORJ\/ ILQG WKDW DQQRXQFHPHQWV RI XQDQWLFLSDWHG FROOHFWLYH EDUJDLQLQJ DJUHHPHQWV UHGXFH

HTXLW\ YDOXH1 6DOLQJHU +4<;7, VWXGLHV PRQRSROL]HG LQGXVWULHV DQG ILQGV WKDW XQLRQV FDSWXUH PRVW

PRQRSRO\ UHQWV1 $ERZG +4<;<, ILQGV WKDW XQLRQ PHPEHUV¶ ZHDOWK DQG VKDUHKROGHUV¶ ZHDOWK

PRYH LQ RSSRVLWH GLUHFWLRQV ZKHQ WKHUH LV DQ XQH[SHFWHG FKDQJH LQ EDUJDLQHG ODERU FRVWV1 $OVR/

VHH )UHHPDQ DQG 0HGRII +4<;7,/ &ODUN +4<;7,/ %URQDUV DQG 'HHUH +4<<3,/ DQG 9RRV DQG 0LVKHO

+4<;9,/ DPRQJ RWKHUV1 ,Q JHQHUDO/ WKH FRQFOXVLRQ LV WKDW XQLRQL]DWLRQ LV DVVRFLDWHG ZLWK ORZHU

ILUP SURILWDELOLW\1 +6HH +LUVFK/ 4<<4/ IRU D EULHI VXUYH\1, %XW/ ZKLOH XQLRQV DUH VXFFHVVIXO LQ
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UHGLVWULEXWLQJ ILUP VXUSOXV WRZDUGV ZRUNHUV/ WKHUH LV OLWWOH HYLGHQFH WKDW WKH\ KDYH DOWHUHG ILUPV¶

UHDO RSHUDWLQJ GHFLVLRQV/ WKDW LV/ WKH ILUP¶V REMHFWLYH IXQFWLRQ1

6WRFNKROGHUV RU FDSLWDOLVWV UHVSRQG WR XQLRQV DQG WKH WKUHDW RI XQLRQL]DWLRQ E\

FRPPLWWLQJ WR SD\ FDVK RXW RI WKH ILUP YLD OHYHUDJH1 %URQDUV DQG 'HHUH +4<<4, ³ILQG VWURQJ

HYLGHQFH RI D SRVLWLYH UHODWLRQVKLS EHWZHHQ XQLRQL]DWLRQ DQG GHEW0HTXLW\ UDWLRV XVLQJ D VHW RI

ODUJH/ SXEOLFO\0WUDGHG ILUPV´ +S1 565,1 7KLV UHVXOW LV FRQILUPHG E\ *DUYH\ DQG *DVWRQ +4<<9, DQG

LV FRQVLVWHQW ZLWK EDUJDLQLQJ PRGHOV LQ ZKLFK ILQDQFLQJ ZLWK VHQLRU GHEW FRPPLWV WKH ILUPV WR D

WRXJKHU EDUJDLQLQJ VWDQFH ZLWK UHVSHFW WR QHJRWLDWHG ZDJHV1 $OVR/ VHH 3HURWWL DQG 6SLHU +4<<6,1

:H H[DPLQH WKLV LVVXH DV ZHOO1 7KH *HUPDQ ILUPV WKDW ZH VWXG\ DUH XQLRQL]HG/ EXW/ DV H[SODLQHG

EHORZ/ FRGHWHUPLQDWLRQ LQFOXGHV D EURDGHU UDQJH RI HPSOR\HHV WKDQ VLPSO\ XQLRQL]HG ZRUNHUV1

6LQFH FRGHWHUPLQDWLRQ PD\ UHVXOW LQ PRUH SRZHU RYHU GHFLVLRQ0PDNLQJ LQ WKH ILUP WKDQ XQLRQV

KDYH/ LW LV OHVV FOHDU WKDW OHYHUDJH ZLOO EH XVHG LQ WKH VDPH ZD\143

,,,1 7KH *HUPDQ &RGHWHUPLQDWLRQ 6\VWHP DQG *HUPDQ &RUSRUDWH *RYHUQDQFH

,Q WKLV VHFWLRQ ZH SURYLGH VRPH EDFNJURXQG RQ WKH OHJDO IRUPV RI RZQHUVKLS LQ

*HUPDQ\/ WKH FRGHWHUPLQDWLRQ ODZV/ DQG WKH *HUPDQ V\VWHP RI FRUSRUDWH JRYHUQDQFH1 :H DOVR

H[DPLQH WKH LGHQWLWLHV RI VXSHUYLVRU\ ERDUG PHPEHUV1

$1 /HJDO )RUPV RI &RUSRUDWH 2ZQHUVKLS DQG &RGHWHUPLQDWLRQ

$VLGH IURP VROH SURSULHWRUVKLSV/ *HUPDQ ILUPV FDQ EH RUJDQL]HG LQWR OLPLWHG OLDELOLW\

FRPSDQLHV +.DSLWDOJHVHOOVFKDIWHQ/ L1H1/ FRUSRUDWLRQV, DQG SDUWQHUVKLSV +3HUVRQHQJHVHOOVFKDIWHQ,1

7KH PRVW FRPPRQ IRUPV RI OLPLWHG OLDELOLW\ FRPSDQLHV DUH $NWLHQJHVHOOVFKDIWHQ +$*V, DQG

*HVHOOVFKDIWHQ PLW EHVFKUlQNWHU +DIWXQJ +*PE+V,1 $*V/ OLWHUDOO\ ³VWRFN FRPSDQLHV/´ DUH WKH

HTXLYDOHQW RI SXEOLFO\ KHOG FRPSDQLHV LQ WKH 8QLWHG 6WDWHV RU SXEOLF OLPLWHG FRPSDQLHV LQ WKH

8QLWHG .LQJGRP1 *PE+V/ OLWHUDOO\ ³FRUSRUDWLRQV ZLWK OLPLWHG OLDELOLW\/´ DUH VLPLODU WR VWRFN

FRUSRUDWLRQV H[FHSW WKDW WKHUH LV QR WUDGHG VWRFN DQG GLVFORVXUH UXOHV DUH OHVV VWULFW1 3DUWQHUVKLSV

DUH RUJDQL]HG HLWKHU DV DQ 2IIHQH +DQGHOVJHVHOOVFKDIW +2+*,/ D JHQHUDO SDUWQHUVKLS/ RU D

.RPPDQGLWJHVHOOVFKDIW +.*,/ D OLPLWHG SDUWQHUVKLS1

&RGHWHUPLQDWLRQ ODZV DSSO\ WR *PE+V ZLWK PRUH WKDQ 833 HPSOR\HHV DQG WR VWRFN

FRUSRUDWLRQV +$*V,1 ,I WKHUH DUH FRVWV WR WKH RZQHUV GXH WR HPSOR\HHV OHJDOO\ EHLQJ DOORFDWHG

FRQWURO ULJKWV YLD ERDUG PHPEHUVKLS/ WKHQ RZQHUV PD\ FKRRVH WR IRUHJR WKHVH RUJDQL]DWLRQDO

IRUPV1 %URDGO\/ WKHUH DSSHDUV WR EH HYLGHQFH WKDW *HUPDQ RZQHUV GR LQGHHG FKRRVH RZQHUVKLS
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VWUXFWXUHV WKDW DYRLG FRGHWHUPLQDWLRQ +WKRXJK WKHUH DUH PDQ\ RWKHU IDFWRUV LQYROYHG/ DV ZHOO,1

(GZDUGV DQG )LVFKHU +4<<7, SRLQW RXW WKDW= ³,W DSSHDUV WKDW OHJDO IRUPV RI HQWHUSULVH ZLWK RZQHUV

ZKR DUH QRW SURWHFWHG E\ OLPLWHG OLDELOLW\ DUH PXFK PRUH LPSRUWDQW LQ WKH *HUPDQ WKDQ LQ WKH 8.

HFRQRP\´ +S1 ;6,1 3DUWQHUVKLSV DQG VROH SURSULHWRUVKLSV DUH PXFK PRUH LPSRUWDQW LQ *HUPDQ\

WKDQ LQ WKH 8QLWHG 6WDWHV RU WKH 8QLWHG .LQJGRP1

$*V DQG ELJ *PE+V DUH JRYHUQHG E\ D WZR0WLHU ERDUG V\VWHP= WKH VXSHUYLVRU\ ERDUG

+$XIVLFKWVUDW, DQG WKH PDQDJHPHQW ERDUG +9RUVWDQG,1 +$OO VWRFN FRUSRUDWLRQV PXVW KDYH D

VXSHUYLVRU\ ERDUG/ EXW *PE+V DUH QRW UHTXLUHG WR KDYH RQH DV ORQJ DV WKH\ GR QRW KDYH PRUH WKDQ

833 HPSOR\HHV/ L1H1/ DV ORQJ DV WKH\ DUH QRW UHTXLUHG WR KDYH HPSOR\HH UHSUHVHQWDWLYHV RQ WKH

VXSHUYLVRU\ ERDUG1, 7KH PDQDJHPHQW ERDUG UXQV WKH FRPSDQ\ DQG UHSRUWV WR WKH VXSHUYLVRU\

ERDUG1 7KH PDLQ IXQFWLRQ RI WKH VXSHUYLVRU\ ERDUG LV WR FRQWURO DQG PRQLWRU PDQDJHPHQW DQG/ LQ

WKLV FDSDFLW\/ WKH VXSHUYLVRU\ ERDUG KDV WKH ULJKW WR DSSRLQW DQG GLVPLVV PHPEHUV RI WKH

PDQDJHPHQW ERDUG/ IL[ WKHLU VDODULHV/ DQG +GHSHQGLQJ RQ WKH FRUSRUDWLRQ¶V DUWLFOHV RI DVVRFLDWLRQ,

DSSURYH PDMRU GHFLVLRQV RI WKH PDQDJHPHQW ERDUG1 ,Q SDUWLFXODU/ FRUSRUDWH UHVWUXFWXULQJ/

FKDQJHV WR WKH OLQHV RI EXVLQHVV DQG RWKHU VWUDWHJLF UHDOLJQPHQWV QHHG WKH VXSHUYLVRU\ ERDUG¶V

DSSURYDO144

7KHUH DUH WKUHH GLIIHUHQW IRUPV RI FRGHWHUPLQDWLRQ LQ *HUPDQ\1 7KHVH DUH GHWDLOHG LQ

$SSHQGL[ $1 )LUVW/ XQGHU 4<84 OHJLVODWLRQ/ HTXDO UHSUHVHQWDWLRQ EHWZHHQ HPSOR\HHV DQG

VKDUHKROGHUV LV UHTXLUHG LQ WKH FRDO DQG VWHHO LQGXVWU\ +0RQWDQ0FRGHWHUPLQDWLRQ,1 6HFRQG/ XQGHU

WKH &RGHWHUPLQDWLRQ $FW RI 4<:9/ LI WKH FRUSRUDWLRQ KDV PRUH WKDQ 5/333 HPSOR\HHV/ WKHQ WKH

HPSOR\HHV PXVW HOHFW RQH0KDOI RI WKH VXSHUYLVRU\ ERDUG PHPEHUV1 7\SLFDOO\/ DERXW RQH0WKLUG RI

WKH HPSOR\HH UHSUHVHQWDWLYHV DUH PHPEHUV RI WKH ZRUNV FRXQFLO/ ZKLFK LV D ERG\ RI ZRUNHUV WKDW

SDUWLFLSDWH LQ ILUP GHFLVLRQ0PDNLQJ EHORZ WKH VXSHUYLVRU\ ERDUG OHYHO1 7KH UHPDLQGHU RI WKH

HPSOR\HH UHSUHVHQWDWLYHV DUH H[WHUQDO WUDGH XQLRQ UHSUHVHQWDWLYHV1 (YHQ WKRXJK KDOI WKH VHDWV JR

WR ZRUNHUV/ UHSUHVHQWDWLRQ LV QRW TXLWH HTXDO VLQFH WKH FKDLU/ DSSRLQWHG E\ WKH VKDUHKROGHUV/ KDV

DQ H[WUD YRWH1 $OVR/ DW OHDVW RQH HPSOR\HH UHSUHVHQWDWLYH PXVW EH HOHFWHG IURP WKH OHLWHQGH

$QJHVWHOOWH +VHQLRU H[HFXWLYHV RU VHQLRU PDQDJHUV,1 7KLUG/ XQGHU WKH :RUNV &RQVWLWXWLRQ $FW RI

4<85/ RQH0WKLUG HPSOR\HH UHSUHVHQWDWLRQ LV UHTXLUHG RI FRPSDQLHV ZLWK 833 WR 5/333 HPSOR\HHV145

,Q RXU DQDO\VLV/ ZH FRQFHQWUDWH RQ WKH PRVW FRPPRQ IRUPV RI FRGHWHUPLQDWLRQ= HTXDO

UHSUHVHQWDWLRQ +SDULW\0FRGHWHUPLQDWLRQ RWKHU WKDQ 0RQWDQ0FRGHWHUPLQDWLRQ, DQG QRQ0SDULW\

FRGHWHUPLQDWLRQ +ZKHUH RQH WKLUG RI WKH VXSHUYLVRU\ ERDUG PHPEHUV DUH HPSOR\HH

UHSUHVHQWDWLYHV,1 :H PHDVXUH WKH LPSDFW RI FRGHWHUPLQDWLRQ E\ FRPSDULQJ ILUPV DFURVV WKHVH
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WZR FRGHWHUPLQDWLRQ UHJLPHV1 %URDGO\/ ZKHQ ZH WDON DERXW WKH LQIOXHQFH RI FRGHWHUPLQDWLRQ LQ

RXU HPSLULFDO DQDO\VLV EHORZ/ ZH PHDQ WKH H[WUD LQIOXHQFH HPSOR\HHV KDYH ZLWK HTXDO

UHSUHVHQWDWLRQ FRPSDUHG WR QRQ0SDULW\ UHSUHVHQWDWLRQ1 7KH H[WUD LQIOXHQFH RI HTXDO

UHSUHVHQWDWLRQ KDV EHHQ FRQILUPHG UHSHDWHGO\ LQ ILHOG VWXGLHV +1LHGHQKRII/ 4<<6> *HUXP/

6WHLQPDQQ DQG )HHV/ 4<;;,1 $OVR/ ZH DQDO\]H WKH LPSDFW RI FRGHWHUPLQDWLRQ IRU VWRFN

FRUSRUDWLRQV +$*V,1 )LJXUHV SXEOLVKHG LQ WKH ILQDQFLDO VWDWHPHQWV RI *PE+V WHQG WR EH KLJKO\

DJJUHJDWHG/ PDNLQJ D PHDQLQJIXO HPSLULFDO VWXG\ LPSRVVLEOH1

%1 7KH 2ZQHUVKLS 6WUXFWXUH RI *HUPDQ )LUPV/ %DQNV/ DQG 0RQLWRULQJ

,Q DGGLWLRQ WR FRGHWHUPLQDWLRQ/ WKHUH DUH RWKHU IHDWXUHV RI WKH *HUPDQ JRYHUQDQFH V\VWHP

WKDW GLIIHU IURP WKH $QJOR0$PHULFDQ V\VWHP DQG ZKLFK SOD\ UROHV LQ RXU DQDO\VLV1 7KHVH IHDWXUHV

DUH RI LQGHSHQGHQW LQWHUHVW1 2QH VXFK LPSRUWDQW IHDWXUH LV WKH ZLGHVSUHDG SUHVHQFH RI EORFN

VKDUHKROGHUV1 ,Q VWRFN PDUNHW0EDVHG HFRQRPLHV/ RXWVLGH EORFN VKDUHKROGHUV DUH RIWHQ YLHZHG DV

PRQLWRUV RI ILUPV¶ PDQDJHUV +VHH/ H1J1/ 6KOHLIHU DQG 9LVKQ\/ 4<;9> .DKQ DQG :LQWRQ/ 4<<;> DQG

0DXJ/ 4<<;,1 %XW/ WKH HPSLULFDO HYLGHQFH IRU WKLV LQ WKH 8QLWHG 6WDWHV LV PL[HG/ H1J1/ 'HPVHW]

DQG /HKQ +4<;8,/ 0LNNHOVRQ DQG 5XEDFN +4<;8,/ DQG +ROGHUQHVV DQG 6KHHKDQ +4<;;,1 ,Q

*HUPDQ\/ EORFN VKDUH KROGLQJ LV PXFK PRUH SHUYDVLYH FRPSDUHG WR WKH VWRFN PDUNHW0EDVHG

HFRQRPLHV RI WKH 8QLWHG 6WDWHV RU WKH 8QLWHG .LQJGRP1 7KH VDPSOHV LQ *RUWRQ DQG 6FKPLG

+5333, GLVSOD\ WKH LPSRUWDQFH RI EORFN KROGHUV= 98 +495, RXW RI ;5 +5;6, ILUPV LQ WKHLU VPDOO +ODUJH,

4<:8 VDPSOH KDYH EORFN KROGHUV KROGLQJ DW OHDVW 58(> IRU WKHLU VPDOO +ODUJH, 4<;9 VDPSOH LW LV 73

+4:4, RXW RI 89 +5;3,1 $OVR/ )UDQNV DQG 0D\HU +4<<7, VWXG\ D VDPSOH RI 4:4 *HUPDQ FRPSDQLHV

GXULQJ WKH ODWH 4<;3V DQG ILQG WKDW LQ ;8( RI WKHVH FRPSDQLHV WKHUH LV D VLQJOH VKDUHKROGHU WKDW

KROGV DW OHDVW 58(1 (GZDUGV DQG )LVFKHU +4<<7, UHSRUW WKDW= ³7KH YDVW PDMRULW\ RI *HUPDQ $*V

KDYH D VLQJOH VKDUHKROGHU ZKR RZQV 58 SHUFHQW RU PRUH RI WKH YRWLQJ FDSLWDO´ +S1 4<7,1

6XFK SHUYDVLYH EORFN KROGLQJ LV YHU\ GLIIHUHQW WKDQ ZKDW LV REVHUYHG LQ WKH 8QLWHG 6WDWHV

DQG WKH 8QLWHG .LQJGRP1 ,Q WKH 8QLWHG 6WDWHV D VXUYH\ RI VWRFN H[FKDQJH OLVWHG ILUPV LQ 4<;7

VKRZHG WKDW RQO\ 53( RI WKH ILUPV KDG DW OHDVW RQH QRQRIILFHU ZKR RZQHG 43( RI ILUP¶V VWRFN>

46( RI WKH ILUPV ZHUH PDMRULW\ RZQHG +VHH +ROGHUQHVV DQG 6KHHKDQ/ 4<;;,146 ,Q WKH 8QLWHG

.LQJGRP WKH SURSRUWLRQ RI SXEOLF OLPLWHG FRPSDQLHV ZLWK D PDMRULW\ VKDUHKROGHU LV DOVR IDU

VPDOOHU WKDQ LQ *HUPDQ\ +VHH (GZDUGV DQG )LVFKHU/ 4<<7,1 ,Q WKH FDVH RI *HUPDQ\/ LW PD\ EH

WKDW EORFN KROGHUV DUH LPSRUWDQW EHFDXVH WKH\ DUH PRUH SRZHUIXO LQ EDUJDLQLQJ ZLWK HPSOR\HH

UHSUHVHQWDWLYHV RQ WKH VXSHUYLVRU\ ERDUG WKDQ ZRXOG EH GLVSHUVHG VKDUHKROGHUV1 :H ZLOO
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LQYHVWLJDWH WKH UROH SOD\HG IRU YDULRXV W\SHV RI EORFN KROGHUV/ SD\LQJ SDUWLFXODU DWWHQWLRQ WR WKHLU

LGHQWLWLHV/ DV GLVFXVVHG EHORZ1

$QRWKHU LPSRUWDQW IHDWXUH RI WKH *HUPDQ FRUSRUDWH JRYHUQDQFH V\VWHP FRQFHUQV WKH UROH

RI EDQNV1 %DQNV SOD\ D PXFK PRUH LPSRUWDQW UROH LQ *HUPDQ\ WKDQ LQ WKH 8QLWHG 6WDWHV RU WKH

8QLWHG .LQJGRP/ DV GHVFULEHG LQ *RUWRQ DQG 6FKPLG +5333, DQG (GZDUGV DQG )LVFKHU +4<<7,1

*RUWRQ DQG 6FKPLG VWXG\ WKH HIIHFWV RI EDQN RZQHUVKLS RI FRQWURO ULJKWV RQ WKH SHUIRUPDQFH RI

+QRQILQDQFLDO, ILUPV1 7KH\ ILQG WKDW LQ WKH 4<:3V DQG LQ WKH 4<;3V WKHUH LV D VLJQLILFDQW SRVLWLYH

UHODWLRQVKLS EHWZHHQ EDQN FRQWURO ULJKWV KROGLQJV DQG ILUP SHUIRUPDQFH/ PHDVXUHG E\ WKH

PDUNHW0WR0ERRN UDWLR RI HTXLW\1 +HUH ZH ZLOO UHH[DPLQH WKLV TXHVWLRQ IRU WKH 4<<3V1 $OVR/ DV

VKRZQ E\ *RUWRQ DQG 6FKPLG +5333,/ EDQN FRQWURO ULJKWV KROGLQJV WUDQVODWH LQWR VXSHUYLVRU\

ERDUG VHDWV1 $V ZLWK QRQEDQN EORFN KROGHUV/ WKH SUHVHQFH RI EDQN UHSUHVHQWDWLYHV RQ WKH

VXSHUYLVRU\ ERDUG PD\ EH LPSRUWDQW LQ EDUJDLQLQJ ZLWK HPSOR\HHV1

2WKHU XQLTXH IHDWXUHV RI WKH *HUPDQ JRYHUQDQFH V\VWHP LQFOXGH SUR[\ YRWLQJ E\ EDQNV

DQG WKH SRVVLELOLW\ RI YRWLQJ UHVWULFWLRQV1 ,Q *HUPDQ\/ EDQNV YRWH WKH VKDUHV RI GLVSHUVHG

VKDUHKROGHUV LQ SUR[\1 7KLV ZRXOG DSSHDU WR GUDVWLFDOO\ LQFUHDVH WKH SRZHU RI EDQNV1 %XW/

*RUWRQ DQG 6FKPLG +5333, WHVW IRU WKLV HIIHFW DQG GR QRW ILQG LW1 'DWD RQ EDQN SUR[\ YRWLQJ LV

GLIILFXOW DQG H[SHQVLYH WR FRPH E\1 $V *RUWRQ DQG 6FKPLG GR QRW ILQG VLJQLILFDQW HIIHFWV RI

SUR[\ YRWLQJ E\ EDQNV/ ZH GR QRW SXUVXH WKDW LVVXH KHUH147

9RWLQJ UHVWULFWLRQV DUH DOVR SUHVHQW LQ WKH FKDUWHUV RI VRPH *HUPDQ ILUPV1 7KHVH

UHVWULFWLRQV SUHYHQW EORFN KROGHUV IURP YRWLQJ PRUH WKDQ D IL[HG QXPEHU RI YRWHV/ UHJDUGOHVV RI

WKH QXPEHU RI YRWLQJ VKDUHV RZQHG1 9RWLQJ UHVWULFWLRQV DUH IDLUO\ UDUH/ EXW KDYH LPSRUWDQW DQWL0

WDNHRYHU LPSOLFDWLRQV1 $ W\SLFDO UHVWULFWLRQ LV WKDW D EORFN KROGHU FDQ H[HUFLVH DW PD[LPXP 8(

RU 43( RI WKH ILUP¶V WRWDO YRWLQJ VWRFN LQGHSHQGHQW RI WKH VL]H RI KLV EORFN1 6HH WKH GLVFXVVLRQ LQ

*RUWRQ DQG 6FKPLG +5333,1

2XU DQDO\VLV ZLOO WDNH DFFRXQW RI WKH ILUP¶V RZQHUVKLS VWUXFWXUH/ L1H1/ WKH KROGLQJ RI

HTXLW\ FRQWURO ULJKWV E\ YDULRXV W\SHV RI DJHQWV DQG WKH GHJUHH RI FRQFHQWUDWLRQ RI WKHVH FRQWURO

ULJKWV1 ,Q 6HFWLRQ ,9 ZH ZLOO GHWDLO KRZ ZH PHDVXUH HTXLW\ FRQWURO ULJKWV DQG HTXLW\ FRQWURO

ULJKWV FRQFHQWUDWLRQ1 7KLV DSSHDUV WR EH WKH ILUVW WLPH WKHVH LVVXHV KDYH EHHQ DGGUHVVHG ZKHQ

DQDO\]LQJ WKH HIIHFWV RI FRGHWHUPLQDWLRQ1
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&1 6XSHUYLVRU\ %RDUG &RPSRVLWLRQ

$V WKH VXSHUYLVRU\ ERDUG LV WKH FHQWUDO LQVWLWXWLRQ DIIHFWHG E\ FRGHWHUPLQDWLRQ/ LW LV ZRUWK

H[DPLQLQJ WKH LGHQWLWLHV RI WKH LQGLYLGXDOV RQ WKH ERDUG1 7DEOH 4 VKRZV WKH FRPSRVLWLRQ RI WKH

VKDUHKROGHU UHSUHVHQWDWLRQ RQ WKH VXSHUYLVRU\ ERDUG +SDQHO 4, DQG WKH HPSOR\HH UHSUHVHQWDWLRQ

RQ WKH VXSHUYLVRU\ ERDUG +SDQHO 5,1 5HFDOO WKDW WKH VL]H RI WKH VXSHUYLVRU\ ERDUG GHSHQGV RQ WKH

QXPEHU RI HPSOR\HHV RI WKH FRPSDQ\1 7KHVH GDWD DUH IURP D VXUYH\ GDWHG 0D\ 64/ 4<:</ DV

UHSRUWHG E\ *HUXP/ HW DO1 +4<;;,1

:LWK UHVSHFW WR VKDUHKROGHU UHSUHVHQWDWLRQ RQ WKH VXSHUYLVRU\ ERDUG/ RWKHU FRPSDQLHV

ZLWKRXW DQ\ HTXLW\ VKDUH LQ WKH ILUP KDYH WKH ODUJHVW QXPEHU RI VHDWV +4;18( RQ DYHUDJH,1

$FFRUGLQJ WR *HUXP/ HW DO1/ +4<;;, WKHVH DUH W\SLFDOO\ UHODWHG EXVLQHVVHV/ VXFK DV SDUWQHUV DQG

VXSSOLHUV1 &RQVXOWDQWV/ VXFK DV ODZ\HUV DQG DXGLWRUV/ DUH QH[W +4618(,1 )LQDOO\/ WKHUH DUH EDQN

DQG QRQEDQN EORFN KROGHUV1 $ERXW RQH WKLUG RI WKH VKDUHKROGHU UHSUHVHQWDWLYHV GR QRW RZQ VWRFN

LQ WKH FRPSDQ\1 $OVR/ VRPH RI WKHVH JURXSV/ VXFK DV FRQVXOWDQWV/ ZRXOG DSSHDU WR KDYH LQWHUHVWV

PRUH FORVHO\ DOLJQHG ZLWK PDQDJHPHQW WKDQ ZLWK RXWVLGH VKDUHKROGHUV1

7KH HPSOR\HHV DUH RYHUZKHOPLQJO\ UHSUHVHQWHG E\ ZRUNHUV ZKR DUH QRW DIILOLDWHG ZLWK

ODERU XQLRQV RU ZRUNV FRXQFLOV +WKHVH HQWLWLHV DUH HTXDOO\ LPSRUWDQW DFURVV WKH WZR

FRGHWHUPLQDWLRQ UHJLPHV,1 7KH QH[W ODUJHVW JURXS/ KRZHYHU/ FRQVLVWV RI ODERU XQLRQ

UHSUHVHQWDWLYHV WKDW DUH QRW DFWXDOO\ HPSOR\HHV RI WKH FRPSDQ\ +5<(,1 7KH WKLUG ODUJHVW JURXS

FRQVLVWV RI ZKLWH0FROODU PDQDJHUV1 ,Q RUGHU IRU WKH HPSOR\HHV WR VXFFHVVIXOO\ LQIOXHQFH ILUP

GHFLVLRQ0PDNLQJ/ WKHVH WKUHH HPSOR\HH JURXSV PXVW DJUHH1

,91 2ZQHUVKLS RI *HUPDQ )LUPV

2XU DQDO\VLV ZLOO SULPDULO\ FRQVLVW RI UHJUHVVLQJ PHDVXUHV RI ILUP YDOXH/ OHYHUDJH/ ERDUG

FRPSHQVDWLRQ/ ULVN/ DQG RWKHU YDULDEOHV RQ FRQWURO ULJKWV YDULDEOHV DQG D VHW RI QRUPDOL]LQJ

UHJUHVVRUV1 7KH VHW RI FRQWURO ULJKWV YDULDEOHV FRPSULVHV DQ LQGLFDWRU YDULDEOH WKDW LV HTXDO WR 4 IRU

HTXDO UHSUHVHQWDWLRQ +DQG 3 RWKHUZLVH,/ D VHW RI HTXLW\ FRQWURO ULJKWV YDULDEOHV/ DQG DQ LQGLFDWRU

YDULDEOH/ ZKLFK LV HTXDO WR 4 LI WKH ILUP KDV D YRWLQJ UHVWULFWLRQ +DQG 3 RWKHUZLVH,1 ,Q JHQHUDO/ ZH DUH

ORRNLQJ IRU WKH LQIOXHQFH RI FRGHWHUPLQDWLRQ RQ WKH PHDVXUHV RI ILUP SHUIRUPDQFH RU RWKHU ILUP

FKDUDFWHULVWLFV1 $V FRGHWHUPLQDWLRQ LV DQ DOORFDWLRQ RI FRQWURO ULJKWV LQ WKH IRUP RI VXSHUYLVRU\

ERDUG VHDWV/ WKH HIIHFWV RI WKLV DOORFDWLRQ PD\ GHSHQG RQ KRZ WKH UHPDLQLQJ FRQWURO ULJKWV DUH

DOORFDWHG1 :H ZLOO GHILQH ³RZQHUVKLS´ LQ WHUPV RI HTXLW\ FRQWURO ULJKWV/ L1H1/ FRQWURO ULJKWV WKDW

HPDQDWH IURP HTXLW\ RZQHUVKLS1 :H ZLOO DOVR EH LQWHUHVWHG LQ PHDVXULQJ WKH VL]H RI WKH ODUJHVW
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KROGHU RI FRQWURO ULJKWV/ HIIHFWLYHO\ D PHDVXUH RI WKH FRQFHQWUDWLRQ RI RZQHUVKLS1 )LQDOO\/ ZH ZLOO

DUJXH WKDW ³RZQHUVKLS´ LV SUHGHWHUPLQHG> LW LV QRW FDXVHG E\ ILUP SHUIRUPDQFH RU E\ WKH SUHVHQFH RU

DEVHQFH RI FRGHWHUPLQDWLRQ1

$1 'DWD

2XU GDWD VWDUW ZLWK D VDPSOH FRQVLVWLQJ RI DQQXDO REVHUYDWLRQV RQ WKH ODUJHVW 583 *HUPDQ

QRQILQDQFLDO VWRFN FRUSRUDWLRQV GXULQJ WKH \HDUV 4<;<04<<6/ ZKLFK ZHUH WUDGHG DW WKH HQG RI WKLV

SHULRG LQ DW OHDVW RQH RI WKH WRS0WLHU PDUNHWV +DPWOLFKHU +DQGHO RU JHUHJHOWHU 0DUNW,148 'HWDLOV RQ

WKH FRQVWUXFWLRQ RI WKH VDPSOH DUH FRQWDLQHG LQ $SSHQGL[ %1 ,Q IRUPLQJ WKH VDPSOH/ FRPSDQ\

VL]H LV PHDVXUHG E\ WRWDO DVVHWV/ EDVHG RQ XQFRQVROLGDWHG UHSRUWV1 )URP WKH VDPSOH RI 583

FRUSRUDWLRQV/ ILUPV DUH RPLWWHG LI WKH\ DUH LQ ILQDQFLDO GLVWUHVV/ LQYROYHG LQ EDQNUXSWF\

SURFHHGLQJV/ RU HQJDJHG LQ PHUJHUV149 $OVR RPLWWHG DUH ILQDQFLDO KROGLQJ VKHOOV/ UHDO HVWDWH

FRPSDQLHV/ SXEOLF WUDQVSRUW FRPSDQLHV/ FRRSHUDWLYHV/ DQG .RPPDQGLWJHVHOOVFKDIWHQ DXI $NWLHQ

+.*D$V> D K\EULG RUJDQL]DWLRQDO IRUP EHWZHHQ D SDUWQHUVKLS DQG D VWRFN FRUSRUDWLRQ,1 :H

GLVFDUGHG REVHUYDWLRQV ZKHQ ILUPV ZHUH WUDQVIRUPHG LQWR VWRFN FRUSRUDWLRQV GXULQJ WKH ILVFDO

\HDU LQ TXHVWLRQ1 0RUHRYHU/ ZH GURSSHG ILUPV WKDW DUH QHLWKHU VXEMHFW WR HTXDO UHSUHVHQWDWLRQ

+RWKHU WKDQ 0RQWDQ0FRGHWHUPLQDWLRQ,/ QRU WR QRQ0SDULW\ UHSUHVHQWDWLRQ14: 7KLV OHDYHV D WRWDO RI

<35 REVHUYDWLRQV IRU WKH ILYH0\HDU SHULRG DQDO\]HG1 'XH WR PLVVLQJ GDWD/ QRW DOO UHJUHVVLRQV ZLOO

KDYH WKH VDPH QXPEHU RI REVHUYDWLRQV1 $OVR/ WKH QXPEHU RI REVHUYDWLRQV GLIIHUV DFURVV \HDUV

EHFDXVH QHZ ILUPV HQWHU WKH VDPSOH DV WKH\ DUH IRXQGHG RU WUDQVIRUPHG LQWR VWRFN FRUSRUDWLRQV

ZLWKLQ WKH DQDO\]HG WLPH SHULRG1

&RPSDQ\ EDODQFH VKHHW DQG LQFRPH GDWD DUH IURP XQFRQVROLGDWHG DQQXDO UHSRUWV/ WDNHQ

IURP= +DQGEXFK GHU GHXWVFKHQ $NWLHQJHVHOOVFKDIWHQ/ HGLWHG E\ 9HUODJ +RSSHQVWHGW ) &R1/

'DUPVWDGW/ YDULRXV LVVXHV/ SXEOLVKHG DQQXDOO\1 ,Q D IHZ FDVHV ZH KDG WR UHVRUW WR WKH FRPSDQ\

UHSRUWV WKHPVHOYHV LQ RUGHU WR FRPSOHWH WKH GDWD1 $OVR/ ZH XVHG WKH FRPSDQ\ VWDWHPHQWV DV

SXEOLVKHG LQ %XQGHVDQ]HLJHU +DQ RIILFLDO SXEOLFDWLRQ RI WKH *HUPDQ 0LQLVWU\ RI -XVWLFH,1 7KH

HTXLW\ RZQHUVKLS VWUXFWXUH GDWD DUH IURP 6DOLQJ $NWLHQI�KUHU/ HGLWHG E\ 9HUODJ +RSSHQVWHGW )

&R1/ 'DUPVWDGW/ YDULRXV LVVXHV1 2QH XQIRUWXQDWH IHDWXUH RI WKH GDWD LV WKDW/ ZKLOH WKH WRWDO ZDJH

ELOO LV DYDLODEOH/ WKH QXPEHU RI HPSOR\HHV LV W\SLFDOO\ QRW SXEOLVKHG LQ XQFRQVROLGDWHG UHSRUWV1

7KHUHIRUH/ WKH ZDJHV SHU HPSOR\HH DUH QRW NQRZQ1

:H XVH DFFRXQWLQJ DQG VWRFN PDUNHW EDVHG PHDVXUHV RI SURILWDELOLW\ DV LQGLFHV RI ILUP

SHUIRUPDQFH1 7KH UHOLDELOLW\ RI VWRFN PDUNHW0EDVHG PHDVXUHV IRU *HUPDQ ILUPV LV FRQILUPHG E\

+DUULV/ /DQJ/ DQG 0|OOHU +4<<7,1 7KH\ VWXG\ ODUJH *HUPDQ ILUPV RYHU WKH SHULRG 4<;504<<4 DQG
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ILQG WKDW WKH UHODWLRQVKLS EHWZHHQ 4;0PRQWK VWRFN UHWXUQV DQG DQQXDO HDUQLQJV LV EDVLFDOO\ WKH

VDPH DV LQ WKH 8QLWHG 6WDWHV1

7DEOH 5 VKRZV WKH GLVWULEXWLRQ RI FRPSDQLHV LQ WKH VDPSOH DFURVV LQGXVWULHV +DFFRUGLQJ WR

WKH ,QWHUQDWLRQDO 6WDQGDUG ,QGXVWULDO &ODVVLILFDWLRQ +,6,&, VFKHPH/ VHH 8QLWHG 1DWLRQV/ 4<<3,1

7DEOH 6 SURYLGHV VXPPDU\ LQIRUPDWLRQ RQ WKH GHSHQGHQW YDULDEOHV IRU WKH 4<<6 ILVFDO \HDU1 2I

WKHVH 4;9 ILUPV/ 96( DUH VXEMHFW WR HTXDO UHSUHVHQWDWLRQ> ;( RI WKHVH ILUPV KDYH YRWLQJ

UHVWULFWLRQV1 %RDUG FRPSHQVDWLRQ LV JLYHQ DV SHU0FDSLWD FRPSHQVDWLRQV/ REWDLQHG E\ GLYLGLQJ WKH

WRWDO FRPSHQVDWLRQ RI WKH ERDUG E\ WKH QXPEHU RI ERDUG PHPEHUV1 ,QGLYLGXDO FRPSHQVDWLRQ GDWD

IRU ERDUG PHPEHUV DUH QRW SXEOLFO\ DYDLODEOH1 'HWDLOV RQ WKH FRQVWUXFWLRQ RI WKH YDULDEOHV IURP

WKH DFFRXQWLQJ GDWD FDQ EH IRXQG LQ $SSHQGL[ &1

%1 0HDVXULQJ 2ZQHUVKLS

0HDVXULQJ ³RZQHUVKLS´ LQ *HUPDQ\ LV FRPSOLFDWHG EHFDXVH S\UDPLGLQJ DQG FURVV0

VKDUHKROGLQJ VHSDUDWH FDVK IORZ ULJKWV +FODLPV WR UHVLGXDO FDVK IORZV, IURP FRQWURO ULJKWV LQ WKH

IRUP RI YRWHV1 )UDQNV DQG 0D\HU +4<<7, DQG (PPRQV DQG 6FKPLG +4<<;, GLVFXVV WKHVH

RZQHUVKLS VWUXFWXUHV LQ *HUPDQ\1 /D 3RUWD/ /RSH]0GH06LODQHV/ DQG 6KOHLIHU +4<<<, DUJXH WKDW D

PHDVXUH RI FRQWURO RU SRZHU VKRXOG EH EDVHG RQ FRQWURO ULJKWV DV WKH\ HPDQDWH IURP HTXLW\

RZQHUVKLS1 7KHVH DXWKRUV SURYLGH D PHWKRGRORJ\ WR PDNH WKHVH FDOFXODWLRQV LQ WKH SUHVHQFH RI

FRPSOLFDWHG RZQHUVKLS VWUXFWXUHV1 :H SURFHHG VLPLODUO\ DQG FDOFXODWH WKH HTXLW\ FRQWURO ULJKWV KHOG

E\ GLIIHUHQW SDUWLHV/ WDNLQJ DFFRXQW RI S\UDPLGV DQG FURVV0VKDUHKROGLQJ1 *RUWRQ DQG 6FKPLG +5333,

GHVFULEH LQ PRUH GHWDLO KRZ WKLV LV GRQH IRU WKH FDVH RI *HUPDQ\1 ,Q WKH IROORZLQJ ZH SURYLGH D

EULHI RYHUYLHZ1

'HWHUPLQDWLRQ RI HTXLW\ FRQWURO ULJKWV LQ FRPSOLFDWHG RZQHUVKLS VWUXFWXUHV +VXFK DV

S\UDPLGV DQG FURVV0VKDUHKROGLQJV, GHSHQGV RQ D GHILQLWLRQ RI WKH XOWLPDWH RZQHU/ WKH DJHQW DW

ZKLFK WUDFLQJ WKH RZQHUVKLS VWUXFWXUH VWRSV1 :H FDWHJRUL]H ILUPV LQWR WKH IROORZLQJ XOWLPDWH

RZQHUV= QRQ0H[HFXWLYH HPSOR\HHV +((,> PDQDJHPHQW +(0,> IDPLOLHV/ LQFOXGLQJ IDPLO\0FRQWUROOHG

WUXVWV +(),> GRPHVWLF EDQNV +(%,> QRQILQDQFLDO ILUPV +(1,> GRPHVWLF JRYHUQPHQW HQWLWLHV/

LQFOXGLQJ JRYHUQPHQW0FRQWUROOHG WUXVWV RU VSHFLDO0SXUSRVH EDQNV +(*,> IRUHLJQ EDQNV> GRPHVWLF

DQG IRUHLJQ LQVXUHUV> IRUHLJQ JRYHUQPHQW HQWLWLHV> WUXVWV QRW HOVHZKHUH FODVVLILHG> GRPHVWLF DQG

IRUHLJQ HTXLW\ IXQGV/ LQFOXGLQJ EDQN0ILQDQFHG YHQWXUH FDSLWDO1

7KH FODVVLILFDWLRQ RI XOWLPDWH RZQHUV JHQHUDOO\ IROORZV /D 3RUWD/ /RSH]0GH06LODQHV/ DQG

6KOHLIHU +4<<<,1 2QH LPSRUWDQW GLIIHUHQFH/ KRZHYHU/ LV WKDW/ XQOLNH /D 3RUWD/ /RSH]0GH06LODQHV/
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DQG 6KOHLIHU/ ZH KDYH QRQILQDQFLDO ILUPV DQG SULYDWH HTXLW\ IXQGV DV XOWLPDWH RZQHUV1 ,Q PDQ\

LQVWDQFHV/ WKHVH ILUPV DUH QRW WUDGHG/ ZKLFK PHDQV WKDW RZQHUVKLS GDWD LV JHQHUDOO\ QRW DYDLODEOH1

(YHQ LQ FDVHV ZKHUH WKHVH ILUPV DUH WUDGHG/ ZH RIWHQ UHDFK D SRLQW LQ WKH FKDLQ DW ZKLFK ZH FDQQRW

WUDFH WKH KROGLQJV IXUWKHU1 6WRSSLQJ DW WKLV SRLQW LQWURGXFHV VRPH DUELWUDULQHVV WR WKH SURFHGXUH/ EXW

WKLV LV GLFWDWHG E\ WKH GDWD OLPLWDWLRQV1 )XUWKHUPRUH/ EUHDNLQJ XS WUDGHG QRQILQDQFLDO ILUPV EXW QRW

EUHDNLQJ XS QRQWUDGHG QRQILQDQFLDO ILUPV +DV /D 3RUWD/ /RSH]0GH06LODQHV/ DQG 6KOHLIHU GLG, VHHPV

DUELWUDU\ WRR1 ,Q WKH VDPH YHLQ/ /D 3RUWD/ /RSH]0GH06LODQHV/ DQG 6KOHLIHU GR QRW EUHDN XS QRQ0

SXEOLFO\0WUDGHG ILUPV +RU ILQDQFLDO ILUPV,/ SUHVXPDEO\ EHFDXVH RI D ODFN RI GDWD1 :KLOH ZH WUDFH

RZQHUVKLS EDFNZDUGV WKURXJK WKH FKDLQ DV IDU DV ZH FDQ/ GDWD OLPLWDWLRQV SUHYHQW XV IURP

HOLPLQDWLQJ QRQILQDQFLDO ILUPV RU HTXLW\ IXQGV DV XOWLPDWH RZQHUV1

%DVLFDOO\/ WKH LGHD LQ /D 3RUWD/ /RSH]0GH06LODQHV/ DQG 6KOHLIHU +4<<<, LV WR WUDFH WKH

KROGLQJV RI HTXLW\ FRQWURO ULJKWV EDFNZDUGV WKURXJK WKH RZQHUVKLS FKDLQ/ EDVLQJ WKH ILQDO PHDVXUH

RI KROGLQJV RQ D FULWLFDO FXW0RII OHYHO RI KROGLQJV1 )RU H[DPSOH/ VXSSRVH SDUW\ $ KROGV 59( RI )LUP

%¶V YRWLQJ VKDUHV DQG )LUP % KROGV 73( RI )LUP &¶V YRWLQJ VKDUHV1 7KHQ XQGHU D 58( FXW0RII UXOH/

SDUW\ $ LV DQ XOWLPDWH RZQHU RI )LUP & DQG LV DVVLJQHG D 59( KROGLQJ RI FRQWURO ULJKWV LQ )LUP &1

,I SDUW\ $ KHOG RQO\ 4;( RI )LUP %/ WKHQ XQGHU D 58( FXW0RII UXOH/ SDUW\ $ ZRXOG QRW EH DQ

XOWLPDWH RZQHU RI )LUP &1 :H GHILQH WKH FXW0RII OHYHO WR EH 58 SHUFHQW EHFDXVH FRUSRUDWH FKDUWHUV

LQ *HUPDQ\ PDNH WKLV SHUFHQWDJH D SRZHUIXO EORFN1 4;

:LWK FRPSOLFDWHG VKDUHKROGHU VWUXFWXUHV/ WKH SURFHGXUH RI DVVLJQLQJ HTXLW\ FRQWURO ULJKWV WR

XOWLPDWH RZQHUV FDQ EH TXLWH LQYROYHG1 )LJXUH 4 VKRZV D W\SLFDO H[DPSOH RI D S\UDPLG LQ RXU

VDPSOHV DQG LOOXVWUDWHV WKH PHWKRG DQG LVVXHV WKDW DULVH ZKHQ PHDVXULQJ RZQHUVKLS E\ FRQWURO ULJKWV

LQ *HUPDQ\1 7KH ILJXUH VKRZV WKH VKDUHKROGHU VWUXFWXUH RI RQH RI RXU VDPSOH ILUPV/ /LQRW\SH0+HOO

$*/ RQ 6HSWHPEHU 63/ 4<<51 )ROORZLQJ RXU SULQFLSOH RI GHILQLQJ FRQWURO ULJKWV EDVHG RQ YRWHV/

WKH JUDSK GLVSOD\V RZQHUVKLS DV IUDFWLRQV RI YRWHV +ZKLFK LV QRW QHFHVVDULO\ LGHQWLFDO WR WKH

IUDFWLRQV RI HTXLW\ IURP ZKLFK WKHVH YRWHV HPDQDWH,1 /LQRW\SH0+HOO $* KDV WZR EORFN KROGHUV=

6LHPHQV $* +66(, DQG )UHJD 9HUP|JHQVYHUZDOWXQJVJHVHOOVFKDIW PE+ +4919:( SOXV RQH VKDUH,/ D

ILQDQFLDO KROGLQJ VKHOO1 )UHJD LV RZQHG E\ &RPPHU]EDQN $* +73(,/ %�KUPDQQ07HWWHURGH

1HGHUODQG 1191 +53(,/ 7KH (DVW $VLD &R1 /WG1 $26/ &RSHQKDJHQ +53(,/ DQG ,GXQD

/HEHQVYHUVLFKHUXQJ +53(,1 6LHPHQV/ %�KUPDQQ07HWWHURGH/ WKH (DVW0$VLD &R1/ DQG ,GXQD DUH

XOWLPDWH RZQHUV1 $OORFDWLRQ RI HTXLW\ FRQWURO ULJKWV DFFRUGLQJ WR WKH ZHDNHVW OLQN SULQFLSOH LV DV

IROORZV= 6LHPHQV 66(> %�KUPDQQ07HWWHURGH/ WKH (DVW0$VLD &R1/ DQG ,GXQD HDFK 4919:(1
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7DEOH 7 VKRZV WKH QXPEHU RI S\UDPLGV DQG FURVV0VKDUHKROGLQJV IRU RXU VDPSOH LQ WKH

\HDU 4<<5/ WKH ODVW \HDU IRU ZKLFK ZH FROOHFWHG HTXLW\ RZQHUVKLS GDWD1 46( RI RXU VDPSOH ILUPV

DUH KHOG WKURXJK S\UDPLGV1 7KHUH LV RQO\ RQH FDVH RI FURVV0VKDUHKROGLQJ1

,Q RXU DQDO\VLV ZH GR QRW FRPSOHWHO\ UHO\ RQ WKH LGHQWLW\ RI DQ XOWLPDWH RZQHU WR GHILQH

FRQWURO DVVRFLDWHG ZLWK HTXLW\ RZQHUVKLS1 :H DOVR PHDVXUH DQRWKHU GLPHQVLRQ RI WKH ILUP*V

FRQWURO VWUXFWXUH/ WKH H[WHQW WR ZKLFK FRQWURO ULJKWV DUH FRQFHQWUDWHG1 7R PHDVXUH FRQFHQWUDWLRQ

ZH ORRN DW WKH IUDFWLRQ RI YRWHV FRQWUROOHG E\ WKH ODUJHVW XOWLPDWH RZQHU +(PD[,1 7KLV LV WKH

VLPSOHVW/ PRVW VWUDLJKWIRUZDUG PHDVXUH RI FRQFHQWUDWLRQ RI RZQHUVKLS/ SDUWLFXODUO\ LQ *HUPDQ\

ZKHUH D VLQJOH ODUJH XOWLPDWH RZQHU LV SHUYDVLYH1 7KLV PHDVXUH GRHV QRW UHTXLUH D WKHRU\ RI KRZ

ODUJH VKDUHKROGHUV LQWHUDFW1 7KXV/ ZH GR QRW UHO\ RQ D WKHRUHWLFDO PRGHO DV D EDVLV IRU D

FRQFHQWUDWLRQ PHDVXUH14<

&1 :KR 2ZQV *HUPDQ )LUPV"

7DEOHV 8/ 9/ DQG : SURYLGH GHWDLO RQ WKH GLVWULEXWLRQ RI HTXLW\ FRQWURO ULJKWV RI WKH ILUPV

LQ RXU VDPSOH1 :H DUH LQWHUHVWHG LQ WKH GHJUHH RI EORFN KROGLQJ RI FRQWURO ULJKWV E\ XOWLPDWH

RZQHUV DQG DOVR LQ WKH GLVWULEXWLRQ RI FRQWURO ULJKWV DFURVV GLIIHUHQW W\SHV RI XOWLPDWH RZQHUV1

7DEOH 8 VKRZV WKH GLVWULEXWLRQ RI HTXLW\ FRQWURO ULJKWV DFURVV GLIIHUHQW W\SHV RI XOWLPDWH

RZQHUV1 1RWH WKDW WKH PHDQ IUDFWLRQ RI FRQWURO ULJKWV KHOG E\ WKH ODUJHVW XOWLPDWH RZQHU +(PD[,

HTXDOV 84(1 )DPLOLHV DUH WKH PRVW LPSRUWDQW FDWHJRU\ RI XOWLPDWH RZQHU> WKHLU PHDQ HTXLW\

FRQWURO ULJKWV DPRXQW WR 4319(1 'RPHVWLF EDQNV/ RQ DYHUDJH/ KROG 9( RI WKH HTXLW\ FRQWURO

ULJKWV1 'RPHVWLF QRQILQDQFLDO ILUPV DUH WKH RQO\ W\SH RI XOWLPDWH RZQHU ZLWK D PHGLDQ JUHDWHU

WKDQ ]HUR1 7KLV UHIOHFWV WKH H[WHQW RI WKH GDWD LVVXHV LQ XQUDYHOLQJ WKH RZQHUVKLS VWUXFWXUH1

7DEOH 8 DOVR VKRZV WKH GLIIHUHQFH LQ RZQHUVKLS DOORFDWLRQ RI HTXLW\ FRQWURO ULJKWV DFURVV

GLIIHUHQW W\SHV RI XOWLPDWH RZQHUV EHWZHHQ ILUPV ZLWK SDULW\ FRGHWHUPLQDWLRQ DQG ILUPV ZLWK QRQ0

SDULW\ FRGHWHUPLQDWLRQ1 6PDOOHU ILUPV KDYH QRQ0SDULW\ FRGHWHUPLQDWLRQ DQG WKHVH ILUPV WHQG WR

KDYH ODUJHU FRQFHQWUDWLRQV RI XOWLPDWH RZQHUV1 +ROGLQJV E\ PDQDJHPHQW/ IDPLOLHV/ GRPHVWLF

QRQILQDQFLDO ILUPV/ DQG GRPHVWLF JRYHUQPHQW +DPRQJ RWKHUV, WHQG WR EH ODUJHU LQ QRQ0SDULW\

FRGHWHUPLQHG ILUPV1 1RWH WKDW WKH ODUJHVW XOWLPDWH RZQHU GLIIHUV LQ KROGLQJV E\ 4418 SHUFHQWDJH

SRLQWV1

7DEOH 9 SURYLGHV PRUH GHWDLO RQ WKH GLVWULEXWLRQ RI WKH VL]H RI HTXLW\ FRQWURO ULJKWV

DOORFDWLRQV1 $JDLQ/ WKH SHUYDVLYHQHVV RI EORFN KROGLQJ LV DSSDUHQW1 ,Q WKH ODVW OLQH RI WKH WDEOH LW

LV VHHQ WKDW 96( RI WKH ILUPV KDYH DQ XOWLPDWH RZQHU ZLWK DW OHDVW 83( RI WKH FRQWURO ULJKWV1
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)DPLOLHV RZQ DW OHDVW 83( RI WKH FRQWURO ULJKWV LQ 45( RI WKH ILUPV1 'RPHVWLF QRQ0ILQDQFLDO

ILUPV FRQVWLWXWH WKH PRGDO FDWHJRU\ RI ODUJHVW RZQHU/ IROORZHG E\ IDPLOLHV/ IRUHLJQ QRQ0ILQDQFLDO

ILUPV/ GRPHVWLF EDQNV/ PDQDJHPHQW/ DQG GRPHVWLF JRYHUQPHQW HQWLWLHV1 7KHVH XOWLPDWH RZQHUV

DUH TXDQWLWDWLYHO\ WKH PRVW LPSRUWDQW W\SHV/ DQG ZLOO WKXV EH LQFOXGHG LQ RXU TXDQWLWDWLYH DQDO\VLV/

DORQJ ZLWK WKH IUDFWLRQ RI FRQWURO ULJKWV KHOG E\ ILUP LQVLGHUV/ WKDW LV PDQDJHPHQW DQG QRQ0

H[HFXWLYH HPSOR\HHV1

7DEOH : VKRZV SDLU0ZLVH UDQN FRUUHODWLRQ FRHIILFLHQWV EHWZHHQ WKH KROGLQJV RI WKH PRVW

LPSRUWDQW XOWLPDWH RZQHUV1 0DQDJHPHQW HTXLW\ FRQWURO ULJKWV DUH SRVLWLYHO\ FRUUHODWHG ZLWK

+QRQ0H[HFXWLYH, HPSOR\HH FRQWURO ULJKWV1 )DPLOLHV¶ HTXLW\ FRQWURO ULJKWV DUH QHJDWLYHO\

FRUUHODWHG ZLWK HTXLW\ FRQWURO ULJKWV KHOG E\ GRPHVWLF JRYHUQPHQW HQWLWLHV1 (TXLW\ FRQWURO ULJKWV

KHOG E\ GRPHVWLF EDQNV DUH QHJDWLYHO\ FRUUHODWHG ZLWK FRQWURO ULJKWV KHOG E\ QRQILQDQFLDO ILUPV1

1RQILQDQFLDO ILUPV¶ FRQWURO ULJKWV DUH QHJDWLYHO\ FRUUHODWHG ZLWK WKH FRQWURO ULJKWV RI DQ\ RWKHU RI

WKH DIRUHPHQWLRQHG XOWLPDWH RZQHUV ZLWK WKH H[FHSWLRQ RI QRQ0H[HFXWLYH HPSOR\HHV1

'1 &KDQJHV LQ WKH (TXLW\ 2ZQHUVKLS 6WUXFWXUH 2YHU 7LPH

2XU WHVWV ZLOO WDNH WKH RZQHUVKLS VWUXFWXUH RI FRQWURO ULJKWV DV H[RJHQRXV RU/ DW OHDVW/

SUHGHWHUPLQHG ZLWK UHVSHFW WR ILUP SHUIRUPDQFH1 ,Q RWKHU ZRUGV/ ZH DVVXPH WKDW KROGHUV RI FRQWURO

ULJKWV GR QRW SXUFKDVH WKHLU VKDUHV LQ DQWLFLSDWLRQ RI WKH ILUP SHUIRUPLQJ ZHOO1 7KDW WKLV LV D

UHDVRQDEOH DVVXPSWLRQ LV VKRZQ LQ 7DEOH ;1

7DEOH ; VKRZV WKH FKDQJHV LQ FRQWURO WKDW RFFXUUHG IRU ILUPV LQ RXU VDPSOH1 $ FKDQJH RI

FRQWURO LV DQ LQVWDQFH ZKHUH WKH LGHQWLW\ RI WKH ODUJHVW XOWLPDWH RZQHU FKDQJHV1 6XFK LQVWDQFHV

FRPSULVH EORFN WUDGHV +D EORFN KROGHU VHOOV LWV HQWLUH EORFN WR DQRWKHU LQYHVWRU/ SRVVLEO\ RI WKH VDPH

XOWLPDWH RZQHU W\SH,/ IORDWLQJ RI EORFNV LQ WKH PDUNHW/ RU DFFXPXODWLRQ RI SUHYLRXVO\ GLVSHUVHG

VKDUHV1 7KH WDEOH VKRZV WKDW FRQWURO FKDQJHV DUH UDUH1 7KH UHVXOWV LQ WKH WDEOH LPSO\ WKDW FRQWURO

LQ WKH ILUP FKDQJHV/ RQ DYHUDJH/ RQFH HYHU\ 4: \HDUV1 7KXV ZH FRQFOXGH WKDW ZH FDQ WUHDW WKH

VKDUHKROGHU DV DQ H[RJHQRXV YDULDEOH LQ RXU DQDO\VLV1

7KHUH LV DOVR WKH LVVXH RI ZKHWKHU WKH FRGHWHUPLQDWLRQ UHJLPH LV RI LQIOXHQFH RQ WKH

ILUP¶V VKDUHKROGHU VWUXFWXUH1 ,W PD\ EH WKDW ZKHQ D ILUP FURVVHV WKH 5/3330HPSOR\HH WKUHVKROG

+DQG WKXV EHFRPHV VXEMHFW WR HTXDO UHSUHVHQWDWLRQ,/ WKH LGHQWLW\ RI WKH EORFN KROGHUV FKDQJHV/ DV

ZHOO DV WKH VL]H RI WKHLU EORFNV1 :H H[DPLQH WKHVH K\SRWKHVHV EHORZ DQG ILQG WKDW WKH\ DUH QRW

WKH FDVH1



4<

&RGHWHUPLQDWLRQ LWVHOI LV HVVHQWLDOO\ H[RJHQRXV1 $ ILUP FDQQRW FLUFXPYHQW WKH 4<:9

&RGHWHUPLQDWLRQ $FW +RU WKH 4<84 0RQWDQ0FRGHWHUPLQDWLRQ $FW, E\ PRYLQJ DVVHWV WR

VXEVLGLDULHV1 &RGHWHUPLQDWLRQ DSSOLHV WR WKH FRQFHUQ DV D ZKROH1 $ ILUP EHORQJV WR D FRQFHUQ LI

WKH SDUHQW FRPSDQ\ LV LQ FRQWURO RI WKLV FRPSDQ\1 7KXV WKH RQO\ ZD\ WR DYRLG HTXDO

UHSUHVHQWDWLRQ LV WR NHHS WKH QXPEHU RI HPSOR\HHV EHORZ 5/333 WKURXJK RXWVRXUFLQJ/ RU WR UXQ WKH

ILUP DV D SDUWQHUVKLS1 2IWHQ/ WKHVH VROXWLRQV PLJKW EH PRUH FRVWO\ WKDQ WR JUDQW HPSOR\HHV HTXDO

UHSUHVHQWDWLRQ RQ WKH VXSHUYLVRU\ ERDUG1

91 &RGHWHUPLQDWLRQ/ 2ZQHUVKLS 6WUXFWXUH/ DQG )LUP 3HUIRUPDQFH DQG 5LVN

,Q WKLV VHFWLRQ ZH LQYHVWLJDWH ZKHWKHU WKH DOORFDWLRQ RI VXSHUYLVRU\ ERDUG VHDWV WR

HPSOR\HHV KDV DQ\ GHWHFWDEOH HIIHFW RQ WKH SHUIRUPDQFH RI WKH ILUP1 ,I ERDUG VHDWV DUH YDOXDEOH/

DQG &DSLWDO FDQQRW FRQWUDFWXDOO\ SURWHFW LWVHOI/ WKHQ HPSOR\HHV VKRXOG/ PLQLPDOO\/ EH DEOH WR

UHGLVWULEXWH VXUSOXV WR WKHPVHOYHV1 ,I ZH ILQG WKDW ERDUG VHDWV DUH YDOXDEOH IRU HPSOR\HHV/ WKHQ

ZH LQYHVWLJDWH ZKHWKHU HPSOR\HHV VHHN WR DOWHU WKH REMHFWLYH IXQFWLRQ RI WKH ILUP1

$1 3RVVLEOH (IIHFWV RI &RGHWHUPLQDWLRQ

,W LV QRW LPPHGLDWHO\ REYLRXV WKDW FRGHWHUPLQDWLRQ SURYLGHV HPSOR\HHV ZLWK VXIILFLHQW

SRZHU WR VLJQLILFDQWO\ LQIOXHQFH WKH DFWLYLWLHV RI WKH ILUP1 (YHQ ZKHQ HPSOR\HHV FRQVWLWXWH KDOI

RI WKH VXSHUYLVRU\ ERDUG/ WKH FKDLUPDQ FDQ H[HUFLVH DQ H[WUD YRWH LI WKLV LV WKH VHFRQG WLPH WKDW

WKH EDOORW RQ WKH LVVXH LV WLHG1 +7KLV VHFRQG YRWH LV UDUHO\ XVHG WKRXJK> WKH VKDUHKROGHUV¶

UHSUHVHQWDWLYHV WHQG WR VHHN FRQVHQVXV> VHH %HULFKW GHU .RPPLVVLRQ 0LWEHVWLPPXQJ/ 4<<;/ S1

4361, 0RUHRYHU/ VRPH LPSRUWDQW GHFLVLRQV DUH WDNHQ DW WKH DQQXDO PHHWLQJ1 $W WKLV PHHWLQJ/

VKDUHKROGHUV KDYH WKH ULJKW WR= FKDQJH WKH FRUSRUDWH FKDUWHU +LQFOXGLQJ FKDQJHV WR WKH ILUP¶V

HTXLW\/ H1J1/ VWRFN LVVXHV,> GLVVROYH WKH FRPSDQ\> DSSURYH WKH DQQXDO UHSRUW RI WKH PDQDJHPHQW

ERDUG> DQG GHFLGH RQ WKH ILUP¶V SD\RXW YLD GLYLGHQGV1 ,Q JHQHUDO/ YRWHV DW WKH DQQXDO PHHWLQJ

UHTXLUH D VLPSOH PDMRULW\ +83( SOXV RQH YRWH,1 +RZHYHU/ FKDQJHV WR WKH FKDUWHU +LQFOXGLQJ

FKDQJHV WR HTXLW\, UHTXLUH DSSURYDO RI DW OHDVW :8( +D ³TXDOLILHG PDMRULW\´, RI WKH YRWHV1 :KLOH

WKH VXSHUYLVRU\ ERDUG KDV LPSRUWDQW LQIOXHQFH RQ WKH ILUP¶V LQYHVWPHQW SURMHFWV/ WKH VKDUHKROGHUV

DW WKH DQQXDO PHHWLQJ KDYH SRZHU RYHU WKH ILUP¶V FDSLWDO VWUXFWXUH E\ GHFLGLQJ RQ WKH ILUP¶V

GLYLGHQG SROLF\ DQG WKH LVVXH RI QHZ HTXLW\1

(YHQ LI FRGHWHUPLQDWLRQ HPSRZHUV HPSOR\HHV/ LW PD\ EH WKH FDVH WKDW WKHUH DUH

FRXQWHUYDLOLQJ PHFKDQLVPV WKDW VKDUHKROGHUV DGRSW WR PLWLJDWH WKH HIIHFWV RI FRGHWHUPLQDWLRQ1

([SOLFLW RU LPSOLFLW FRQWUDFWV PD\ DOORZ VKDUHKROGHUV WR SURWHFW WKHLU LQWHUHVWV HYHQ LQ WKH
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SUHVHQFH RI FRGHWHUPLQDWLRQ1 )RU H[DPSOH/ WKH SHUYDVLYHQHVV RI EORFN KROGHUV DQG WKH LGHQWLW\ RI

WKH EORFN KROGHUV/ H1J1/ IDPLOLHV DQG EDQNV/ LQ SDUWLFXODU/ PD\ EH D UHVSRQVH WR FRGHWHUPLQDWLRQ1

$ EORFN KROGHU/ FRQWUROOLQJ WKH QRQHPSOR\HH VXSHUYLVRU\ ERDUG VHDWV/ PD\ EH D WRXJKHU EDUJDLQHU

ZLWK WKH HPSOR\HHV1 %HORZ ZH ZLOO LQYHVWLJDWH ZKHWKHU FRGHWHUPLQDWLRQ FDXVHV VXFK EORFN

KROGLQJV DQG ZH ZLOO H[DPLQH WKH LGHQWLW\ RI EORFN KROGHUV DV D UHSRQVH WR FRGHWHUPLQDWLRQ1

)LQDOO\/ FRPSHQVDWLRQ DUUDQJHPHQWV IRU ERDUG PHPEHUV +DQG SRVVLEO\ LQGLYLGXDO PDQDJHUV²

WKRXJK ZH KDYH QR GDWD RQ LQGLYLGXDO PDQDJHUV, PLJKW EH DOWHUHG WR FRXQWHUDFW WKH HIIHFWV RI

FRGHWHUPLQDWLRQ1

,I FRQWUDFWV DUH QRW FRPSOHWH/ VR WKDW FRGHWHUPLQDWLRQ HPSRZHUV HPSOR\HHV/ WKHQ ZH DVN=

+RZ GR HPSOR\HHV XVH WKHLU SRZHU" 'R WKH\ VLPSO\ UHGLVWULEXWH VXUSOXV" ,I HPSOR\HH LQWHUHVWV

DUH QRW FRQWUDFWXDOO\ SURWHFWHG/ WKHQ WKH\ ZRXOG VHHN WR GR PRUH WKDQ VLPSO\ UHGLVWULEXWH VXUSOXV1

(PSOR\HHV PD\ GHVLUH WR +IXUWKHU, GLYHUVLI\ WKH ILUP WR SURWHFW ILUP0VSHFLILF KXPDQ FDSLWDO WKDW

ZRXOG EH ORVW ZHUH WKH ILUP WR GHIDXOW1 'LYHUVLILFDWLRQ UHGXFHV WKLV OLNHOLKRRG1 )LUP0VSHFLILF

KXPDQ FDSLWDO FDQ EH VXEVWDQWLDO1 7RSHO +4<<3, ILQGV WKDW/ LQ WKH 8QLWHG 6WDWHV/ ORQJ0WHQXUHG

HPSOR\HHV WKDW DUH ODLG RII WKURXJK QR IDXOW RI WKHLU RZQ +H1J1/ DV D UHVXOW RI D SODQW FORVLQJ,

W\SLFDOO\ HDUQ 48( WR 58( OHVV RQ WKHLU QH[W MREV153 $QG 0D\ +4<<8, ILQGV HYLGHQFH WKDW ROGHU

+8161, PDQDJHUV/ ZLWK +SUHVXPDEO\, PRUH DW VWDNH LQ WKHLU ILUP/ DUH PRUH OLNHO\ WR HQJDJH LQ

GLYHUVLI\LQJ DFWLRQV1 *HUPDQ HPSOR\HHV/ WKHUHIRUH/ PD\ KDYH ERWK WKH GHVLUH DQG WKH SRZHU WR

SUHYHQW VXFK SRWHQWLDO ORVVHV1

,QVROYHQF\ RI ODUJH FRUSRUDWLRQV LV YHU\ UDUH1 %XW/ WKHUH LV DQRWKHU ULVN WKDW LV PRUH

SUHYDOHQW1 (PSOR\HHV PD\ UHVLVW UHVWUXFWXULQJ/ OD\0RIIV/ RU ZDJH UHGXFWLRQV/ L1H1/ UHDOORFDWLRQV RI

WKH ILUP¶V +KXPDQ, DVVHWV LQ UHVSRQVH WR FKDQJHV LQ WKH ILUP¶V HQYLURQPHQW/ SRVVLEO\ FRQWULEXWLQJ

WR (XURVFOHURVLV1 6R/ DQRWKHU SRVVLEOH DOWHUDWLRQ RI WKH REMHFWLYH IXQFWLRQ E\ HPSOR\HHV FRQFHUQV

UHVLVWLQJ VXFK FKDQJHV LQ RUGHU WR VPRRWK ULVN WKURXJK WLPH1 &KDQJ +4<<5, SUHVHQWV D PRGHO RI

ILUP FDSLWDO VWUXFWXUH LQ WKH SUHVHQFH RI ULVNV WR HPSOR\HHV IURP GHFLVLRQV E\ WKH VXSSOLHUV RI

FDSLWDO1 &KDQJ¶V PRGHO GHDOV ZLWK UHVWUXFWXULQJ/ HYHQWV LQ ZKLFK HPSOR\HHV PD\ EH ILUHG/ ODLG0

RII/ UHORFDWHG/ UHDVVLJQHG/ UHFHLYH UHGXFHG FRPSHQVDWLRQ/ RU KDYH IHZHU SURPRWLRQ RSSRUWXQLWLHV1

6XSSOLHUV RI FDSLWDO VHHN WR HQJDJH LQ UHVWUXFWXULQJ WR PD[LPL]H ILUP YDOXH/ EXW HPSOR\HHV PD\

VXIIHU SHFXQLDU\ DQG QRQ0SHFXQLDU\ FRVWV1 (PSOR\HHV VHHN WR DYRLG UHVWUXFWXULQJ EHFDXVH PDUNHW

LQFRPSOHWHQHVV PHDQV WKDW WKHLU ORVVHV DVVRFLDWHG ZLWK UHVWUXFWXULQJ FDQQRW EH PLWLJDWHG1

)XUWKHUPRUH/ UHVWUXFWXULQJ LWVHOI LV QRW FRQWUDFWLEOH1 7KDW LV/ LW LV DVVXPHG WKDW HPSOR\HHV FDQQRW

EH SURWHFWHG IURP UHVWUXFWXULQJ1 &KDQJ GRHV QRW FRQVLGHU WKH ZHOIDUH TXHVWLRQ RI ZKHWKHU

FRQWURO VKRXOG EH DOORFDWHG WR HPSOR\HHV1 %XW/ IRU SXUSRVHV KHUH &KDQJ SUHVHQWV D PRGHO LQ
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ZKLFK HPSOR\HHV¶ LQWHUHVWV FDQQRW EH IXOO\ SURWHFWHG> LI DOORFDWHG FRQWURO ULJKWV/ GLIIHUHQW

UHVWUXFWXULQJ GHFLVLRQV ZRXOG EH WDNHQ1

0L\D]DNL +4<;7, DOVR SUHVHQWV D PRGHO RI WKH ILUP WKDW LV UHOHYDQW WR WKH LVVXH RI

UHVWUXFWXULQJ1 0L\D]DNL LQYHVWLJDWHV WKH HIIHFWV RQ ILUP GHFLVLRQ0PDNLQJ RI YDU\LQJ GHJUHHV RI

HPSOR\HH EDUJDLQLQJ SRZHU LQVLGH WKH ILUP1 0L\D]DNL HPSKDVL]HV WKH SUHVHQFH RI ILUP0VSHFLILF

IDFWRUV WKDW H[SODLQ WKH SUHVHQFH RI TXDVL0UHQWV1 /LNH &KDQJ/ LW LV QRW WKH FDVH WKDW HPSOR\HHV

VLPSO\ ZDQW WR PD[LPL]H WKH VXUSOXV RI WKH ILUP/ WKRXJK WKH UHDVRQLQJ LV GLIIHUHQW1 +RZHYHU/

DJDLQ/ HPSOR\HHV WKDW KDYH EDUJDLQLQJ SRZHU XVH LW WR QRW RQO\ WR LQFUHDVH FRPSHQVDWLRQ/ EXW DOVR

WR ORZHU OD\RII SUREDELOLWLHV1 2WKHU UHODWHG WKHRUHWLFDO PRGHOV DUH WKRVH RI $RNL +4<;5/ 4<;3,

DQG 6YHMQDU +4<;5F,1

7KH LGHD WKDW FRGHWHUPLQDWLRQ LPSHGHV WKH IOH[LELOLW\ RI VKDUHKROGHUV LQ UHVSRQGLQJ WR

PDFURHFRQRPLF/ DQG RWKHU/ VKRFNV LV D ZLGHVSUHDG YLHZ LQ *HUPDQ\1 $ UHFHQW ELSDUWLVDQ VWXG\

SXW LW WKLV ZD\=

&KDQJHV LQ FRPSHWLWLYH FRQGLWLRQV LQ LQWHUQDWLRQDO SURGXFW PDUNHWV VHHP WR KDYH
GHFUHDVHG WKH DPRXQW RI WLPH IRU GHFLVLRQ0PDNLQJ WKDW LV DYDLODEOH WR ILUPV1 6KRUWHU
SURGXFW F\FOHV DQG RYHUDOO OHVV SUHGLFWDEOH PDUNHWV UHZDUG TXLFN GHFLVLRQV DQG PDNH LW
KDUGHU IRU FRGHWHUPLQHG ILUPV WR FRPSHQVDWH ORQJHU FRQVHQVXV0IRUPLQJ WLPH ODJV ZLWK
VKRUWHU LPSOHPHQWDWLRQ ODJV1 7R WKH H[WHQW WKDW WKHVH QHZ FRPSHWLWLYH FRQGLWLRQV UHTXLUH
DQ DFFHOHUDWLRQ RI ILUP LQWHUQDO GHFLVLRQ0PDNLQJ SURFHVVHV/ FRGHWHUPLQDWLRQ ERGLHV ZLOO
KDYH WR FKDQJH WKHLU ZD\V RI RSHUDWLRQ LI WKH\ GR QRW ZDQW WR VWDQG LQ WKH ZD\ RI ILUP
SHUIRUPDQFH DQG GR QRW ZDQW WR JLYH XS RQ WKHLU FODLP WR HIIHFWLYH SDUWLFLSDWLRQ1 :KDW LV
PRVW QHHGHG LV GH0EXUHDXFUDWL]DWLRQ DQG D VKRUWHQLQJ RI WKH LQIRUPDWLRQ DQG
FRQVXOWDWLRQ FKDQQHOV EHWZHHQ ILUP PDQDJHPHQW DQG WKH HPSOR\HH UHSUHVHQWDWLRQ «1
+%HULFKW GHU .RPPLVVLRQ 0LWEHVWLPPXQJ/ 4<<;/ S1 99> LWDOLFV LQ RULJLQDO> RXU
WUDQVODWLRQ,1

2I FRXUVH/ WKH UHDO LVVXH LV ZKHWKHU HPSOR\HH UHVLVWDQFH WR ³FKDQJHV LQ FRPSHWLWLYH FRQGLWLRQV´

LV UHDOO\ GXH WR EXUHDXFUDF\ RU ZKHWKHU HPSOR\HHV KDYH D GLIIHUHQW QRWLRQ RI KRZ WKH ILUP VKRXOG

EH UXQ1 2XU K\SRWKHVLV LV WKDW HPSOR\HH UHVLVWDQFH WR ³GH0EXUHDXFUDWL]DWLRQ´ ZLOO LQFUHDVH WKH

ILUP¶V WRWDO ULVN DV WKH ILUP LV PRUH H[SRVHG WR DGYHUVH FKDQJHV LQ LWV FRPSHWLWLYH HQYLURQPHQW

EHFDXVH LW FDQQRW UHVSRQG TXLFNO\ E\ UHVWUXFWXULQJ154

%1 (FRQRPHWULF 0HWKRGRORJ\

:KHQ DQDO\]LQJ WKH LQIOXHQFH RI FRGHWHUPLQDWLRQ RQ WKH ILUP/ ZH IDFH WKH SUREOHP RI

VHSDUDWLQJ WKH LQIOXHQFH RI FRGHWHUPLQDWLRQ IURP WKH LQIOXHQFH RI ILUP VL]H1 /DUJH ILUPV WHQG WR

KDYH PDQ\ HPSOR\HHV/ DQG FRQVHTXHQWO\/ WHQG WR EH VXEMHFW WR HTXDO UHSUHVHQWDWLRQ1 7KH SUREOHP
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RI VHSDUDWLQJ WKHVH WZR LQIOXHQFHV/ VL]H DQG FRGHWHUPLQDWLRQ/ LV DJJUDYDWHG E\ D ODFN RI NQRZOHGJH

DERXW ZKHWKHU ILUP VL]H KDV DQ LQIOXHQFH RQ WKH ILUP FKDUDFWHULVWLFV RI LQWHUHVW +L1H1/ PHDVXUHV RI

ILUP SHUIRUPDQFH DQG ULVN,/ DQG/ LI WKHUH LV VXFK DQ LQIOXHQFH/ ZKDW WKH QDWXUH RI WKLV LQIOXHQFH LV1

:H WKHUHIRUH HVWLPDWH D VHPL0SDUDPHWULF PRGHO/ LQ ZKLFK ILUP VL]H LV LQFOXGHG LQ WKH QRQSDUDPHWULF

SDUW/ ZKLOH DOO RWKHU +QRQFRQVWDQW, H[SODQDWRU\ YDULDEOHV DUH LQ WKH SDUDPHWULF SDUW1 7KLV ZD\ ZH

FDQ ³SXUJH´ WKH GDWD IURP WKH LQIOXHQFH RI ILUP VL]H/ EHIRUH HVWLPDWLQJ WKH LQIOXHQFH RI

FRGHWHUPLQDWLRQ1 ,Q RWKHU ZRUGV/ ZH OHW WKH HIIHFWV RI ILUP VL]H EH DV QRQOLQHDU DV SRVVLEOH DQG

DOORZ WKLV QRQOLQHDU UHODWLRQVKLS WR H[SODLQ DV PXFK YDULDWLRQ LQ WKH GHSHQGHQW YDULDEOH DV SRVVLEOH1

7R EH FRQVHUYDWLYH ZLWK UHVSHFW WR WKH SRWHQWLDO LQIOXHQFH RI FRGHWHUPLQDWLRQ/ ZH SUHIHU WR HUU RQ

WKH VLGH RI RYHU0ILWWLQJ/ L1H1/ WR HUU RQ WKH VLGH RI DVFULELQJ YDULDWLRQ RI WKH GHSHQGHQW YDULDEOH WR WKH

LQIOXHQFH RI ILUP VL]H UDWKHU WKDQ WR WKH ILUP¶V FRGHWHUPLQDWLRQ UHJLPH1

)RU HDFK \HDU LQ RXU GDWDVHW/ ZH HVWLPDWH D VHPL0SDUDPHWULF UHJUHVVLRQ HTXDWLRQ RI WKH

IRUP=

\ I ]L L L= + ++ , ;Lββ ε +4,

ZLWK \L EHLQJ DQ REVHUYDWLRQ RI WKH GHSHQGHQW YDULDEOH IRU ILUP L +L  4/111/Q,1 7KH UHJUHVVRU ]L
UHSUHVHQWV WKH VL]H RI ILUP L / ZKLFK +DORQJ ZLWK WKH LQWHUFHSW, LV LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1

7KH +URZ, YHFWRU ;L FRPSULVHV WKH REVHUYDWLRQV RI ILUP L WKDW DUH FRQWDLQHG LQ WKH SDUDPHWULF SDUW/

DQG ε L LV DQ HUURU WHUP1

:H HVWLPDWH (T1 +4, IROORZLQJ 6SHFNPDQ +4<;;,1 ,Q WKH ILUVW VWHS/ ZH VPRRWK WKH

GHSHQGHQW YDULDEOH YHFWRU/ \ / RQ ILUP VL]H/ ] 1 7KH VPRRWKHU PDWUL[/ 6 / HVWDEOLVKHV D OLQHDU

UHODWLRQVKLS EHWZHHQ \ DQG WKH HVWLPDWH ü\ =

ü\ 6 \= × 1 +5,

:H DSSO\ WKH VPRRWKHU /2(66 +ORFDOO\ ZHLJKWHG UHJUHVVLRQ, DV GHYHORSHG E\ &OHYHODQG

DQG 'HYOLQ +4<;;, DQG &OHYHODQG/ 'HYOLQ/ DQG *URVVH +4<;;,1 /2(66 HVWLPDWHV WKH IXQFWLRQDO

IRUP LQ HDFK REVHUYDWLRQ E\ GHILQLQJ D QHLJKERUKRRG RI T GDWD SRLQWV DURXQG WKH REVHUYDWLRQ LQ

TXHVWLRQ1 7KHVH GDWD SRLQWV DUH FKRVHQ DQG ZHLJKWHG EDVHG RQ WKH (XFOLGHDQ GLVWDQFH1 :H XVH D

WULFXEH ZHLJKW IXQFWLRQ ZLWK TXDGUDWLF ILWWLQJ DV VXJJHVWHG E\ &OHYHODQG DQG 'HYOLQ1 7KH

IUDFWLRQ RI GDWD SRLQWV WKDW DUH FRPSULVHG LQ WKH QHLJKERUKRRG/ J T Q= 2 / LV FDOOHG WKH VPRRWKLQJ

SDUDPHWHU1 :H FKRVH D VPRRWKLQJ SDUDPHWHU RI 31:1 :H DOVR HVWLPDWHG WKH PRGHO ZLWK

DOWHUQDWLYH VPRRWKLQJ SDUDPHWHUV +J = 317 DQG J = 4, ZLWKRXW REWDLQLQJ TXDOLWDWLYHO\ GLIIHUHQW

UHVXOWV RQ WKH LQIOXHQFH RI FRGHWHUPLQDWLRQ1 1RWH WKDW D ³QHLJKERUKRRG´ FDSWXUHV WKH LGHD RI
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FKDUDFWHULVWLFV RI ILUPV WKDW DUH QHDU WKH SRLQW RI LQWHUHVW1 7KLV PDNHV VHQVH LQ FURVV VHFWLRQ/ EXW

QRW LQ WKH WLPH VHULHV GLPHQVLRQ1 7KHUHIRUH/ ZH HVWLPDWH UHODWLRQVKLSV \HDU E\ \HDU1

,Q WKH VHFRQG VWHS/ ZH ³SXUJH´ WKH GHSHQGHQW YDULDEOH DQG WKH H[SODQDWRU\ YDULDEOHV RI

WKH SDUDPHWULF SDUW IURP WKH LQIOXHQFH RI ILUP VL]H/ ZKLFK LV FRQWDLQHG LQ WKH QRQSDUDPHWULF SDUW=

a + ,\ , 6 \= − × +6D,

a + ,; , 6 ;= − × +6E,

ZLWK , EHLQJ WKH LGHQWLW\ PDWUL[1

,Q WKH WKLUG VWHS/ WKH YHFWRU ββ LV HVWLPDWHG XVLQJ RUGLQDU\ OHDVW VTXDUHV=

ü + a a , a aβ = ′ × ′−; ; ; \4 1 +7,

$V 6SHFNPDQ +4<;;, KDV VKRZQ/ WKH ELDV RI WKH HVWLPDWRU/ üββ / LV DV\PSWRWLFDOO\ QHJOLJLEOH IRU

VXIILFLHQWO\ ORZ YDOXHV RI WKH VPRRWKLQJ SDUDPHWHU/ J 1

7KH HVWLPDWHG LPSDFW RI WKH H[SODQDWRU\ YDULDEOHV LQ WKH SDUWLDOO\ OLQHDU PRGHO LV

ü + ü ,I 6 \ ;= × − ββ 1 +8,

7KXV/ ZH REWDLQ DV WKH HVWLPDWHG YHFWRU RI WKH GHSHQGHQW YDULDEOH WKH IROORZLQJ=

üü ü ü\ I= +;ββ 1 +9,

,W LV WKHQ VWUDLJKWIRUZDUG WR VKRZ WKDW üü\ LV D OLQHDU IXQFWLRQ LQ \ =

üü\ / \6= × +:D,

ZLWK

/ ; ; ; ; , 6 66 )= ′ ′ − +−+ a a , a + ,4 +:E,

6 6 , ; ; ; ; , 6) = − ′ ′ −−> @+ a a , a + ,4 1 +:F,

%DVHG RQ WKH OLQHDULW\ VKRZQ LQ (T1 :D/ ZH XVH UHVXOWV IURP &OHYHODQG DQG 'HYOLQ +4<;;/

S1 8<<, RQ WKH GLVWULEXWLRQ RI WKH UHVLGXDOV RI /2(66 UHJUHVVLRQV WR HVWLPDWH VWDQGDUG HUURUV IRU
üββ DV SURSRVHG E\ 6SHFNPDQ +4<;;/ S1 754,/ DQG FRQILGHQFH LQWHUYDOV IRU üI 1

7R GHPRQVWUDWH WKDW WKH UHVXOWV DUH QRW GULYHQ E\ ILUP VL]H ZH DOVR SUHVHQW SORWV IRU WKH

HVWLPDWH RI WKH QRQSDUDPHWULF SDUW/ üI / ZKLFK UHSUHVHQWV WKH OHYHO RI WKH LQIOXHQFH RI ILUP VL]H1
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6LQFH WKH LQWHUFHSW LQ WKH HVWLPDWHG VHPL0SDUDPHWULF PRGHO LV QRW LGHQWLILHG/ RQO\ WKH FKDQJHV LQ

WKH YDOXHV RQ WKH RUGLQDWH/ QRW WKH YDOXHV WKHPVHOYHV/ VKRXOG EH LQWHUSUHWHG1 1RWH WKDW SORWV FDQ

ORRN VRPHZKDW FKRSS\ ZKHQ /2(66 LV XVHG DV D RQH0GLPHQVLRQDO VPRRWKHU +L1H1/ ZLWK RQH

QRQFRQVWDQW YDULDEOH LQ WKH QRQSDUDPHWULF SDUW> VHH %UDGOH\ DQG 7LEVKLUDQL/ 4<<6/ S1 :;,1 7KH

JUDSKV LQFOXGH <3( FRQILGHQFH LQWHUYDOV EDQGV1

&1 &RGHWHUPLQDWLRQ DQG )LUP 3HUIRUPDQFH

,Q WKLV VHFWLRQ ZH HPSLULFDOO\ LQYHVWLJDWH WKH HIIHFWV RI FRGHWHUPLQDWLRQ RQ ILUP

SHUIRUPDQFH/ DV PHDVXUHG E\ WKH PDUNHW0WR0ERRN UDWLR +07%,/ WKH UHWXUQ RQ DVVHWV +52$,/ DQG

WKH UHWXUQ RQ HTXLW\ +52(,1 7KH PDUNHW0WR0ERRN UDWLR LV HVVHQWLDOO\ 7RELQ¶V 41 :KLOH ZH GR QRW

FRQVWUXFW HVWLPDWHV RI WKH UHSODFHPHQW FRVWV RI IL[HG DVVHWV RU DGMXVW IRU WD[HV/ 3HUIHFW DQG :LOHV

+4<<7, VKRZ WKDW WKHVH DGMXVWPHQWV DUH QRW VLJQLILFDQW1 :LWK H[FHSWLRQV WKDW DUH PHQWLRQHG ODWHU/

DOO WKH UHJUHVVLRQ HTXDWLRQV KDYH WKH VDPH VHW RI LQGHSHQGHQW YDULDEOHV1 7KLV VWDQGDUG VHW RI

UHJUHVVRUV FRPSULVHV WKH IROORZLQJ YDULDEOHV WKDW UHSUHVHQW WKH ILUP¶V FRQWURO ULJKWV VWUXFWXUH=

&R= HTXDO WR 4 LI ILUP LV VXEMHFW WR HTXDO UHSUHVHQWDWLRQ RQ WKH VXSHUYLVRU\ ERDUG/ 3
RWKHUZLVH>

((= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ QRQ0H[HFXWLYH HPSOR\HHV>

(0= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ PDQDJHPHQW>

()= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ IDPLOLHV>

(%= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ GRPHVWLF EDQNV>

(1= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ QRQILQDQFLDO ILUPV>

(*= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ WKH +GRPHVWLF, JRYHUQPHQW HQWLWLHV/
LQFOXGLQJ VSHFLDO0SXUSRVH EDQNV DQG WUXVWV FRQWUROOHG E\ WKH JRYHUQPHQW>

(PD[= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ WKH VLQJOH ODUJHVW EORFN KROGHU>

95= HTXDO WR 4 LI WKH ILUP KDV DGRSWHG D YRWLQJ UHVWULFWLRQ/ 3 RWKHUZLVH1

7R DYRLG VLPXOWDQHLW\ SUREOHPV/ DOO FRQWURO ULJKWV YDULDEOHV DUH ODJJHG E\ RQH \HDU/ ZLWK

WKH H[FHSWLRQ RI WKH YDULDEOH &R1 ,Q RXU UHJUHVVLRQV/ ZH DOVR LQFOXGH/ DV D PHDVXUH RI ILUP VL]H/

WKH ORJ RI WKH ILUP¶V VWRFN PDUNHW FDSLWDOL]DWLRQ/ ODJJHG E\ RQH \HDU +60&, DQG D VHW RI LQGXVWU\

LQGLFDWRU YDULDEOHV +IROORZLQJ ,6,& FDWHJRULHV,1 'HWDLOV DERXW WKH FRQVWUXFWLRQ RI WKH YDULDEOHV

DUH FRQWDLQHG LQ $SSHQGL[ &1

8QGHU WKH QXOO K\SRWKHVLV RI QR DIIHFWV RI FRGHWHUPLQDWLRQ/ PD[LPL]DWLRQ RI WKH

SHUIRUPDQFH PHDVXUHV LV WKH JRDO RI WKH FRQWUROOLQJ VKDUHKROGHUV1 7KH UHJUHVVLRQ UHVXOWV DUH

VKRZQ LQ 7DEOH <1 7KH PDLQ YDULDEOH RI LQWHUHVW LV &R/ ZKLFK LQGLFDWHV HTXDO UHSUHVHQWDWLRQ1 7KH
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LPSRUWDQW UHVXOW LQ WKH WDEOH LV WKDW FRGHWHUPLQDWLRQ GRHV DIIHFW WKH YDOXH RI WKH ILUP1 )RU DOO ILYH

\HDUV/ ZH ILQG D VLJQLILFDQW QHJDWLYH LPSDFW RI SDULW\0FRGHWHUPLQDWLRQ RQ WKH PDUNHW0WR0ERRN

UDWLR RI HTXLW\ +07%, +SDQHO $, DQG 52$ +SDQHO %,1 )RU 52(/ RXU UHVXOWV DUH VWDWLVWLFDOO\

VLJQLILFDQW IRU WKH \HDUV 4<;< DQG 4<<6/ EXW LQVLJQLILFDQW IRU WKH \HDUV 4<<3/ 4<<4/ DQG 4<<51

7KXV ZH FRQFOXGH WKDW HPSOR\HHV GR KDYH SRZHU WR DIIHFW ILUP GHFLVLRQV ZKHQ WKH\ DUH

UHSUHVHQWHG RQ WKH VXSHUYLVRU\ ERDUG1 7KH WUDQVIHU RI VRPH FRQWURO ULJKWV IURP HTXLW\ KROGHUV WR

HPSOR\HHV UHVXOWV LQ D GLIIHUHQW VHW RI FKRLFHV IRU WKH ILUP/ FKRLFHV WKDW ORZHU WKH PDUNHW0WR0ERRN

UDWLR RI HTXLW\/ UHWXUQ RQ DVVHWV/ DQG UHWXUQ RQ HTXLW\1 $YHUDJHG RYHU WKH ILYH \HDUV ZH DQDO\]HG/

FRGHWHUPLQDWLRQ UHGXFHV 07% E\ 5:( DQG 52$ E\ 8 EDVLV SRLQWV1 55 7DNLQJ LQWR DFFRXQW WKDW

IRU WKUHH \HDUV WKH LQIOXHQFH RI FRGHWHUPLQDWLRQ RQ 52( LV LQVLJQLILFDQW/ FRGHWHUPLQDWLRQ

GHFUHDVHV WKH UHWXUQ RQ HTXLW\ RQ DYHUDJH E\ 5 EDVLV SRLQWV1

7KH LPSDFW RI WKH RZQHUVKLS VWUXFWXUH RQ ILUP SHUIRUPDQFH LV DOVR LQWHUHVWLQJ1 7KH

LQIOXHQFH RI IDPLOLHV RQ ILUP YDOXH LV VLJQLILFDQWO\ SRVLWLYH LQ WKH \HDU 4<<4 E\ DOO WKUHH

SHUIRUPDQFH PHDVXUHV/ EXW LQVLJQLILFDQW RWKHUZLVH +ZLWK WKH H[FHSWLRQ RI D SRVLWLYH LQIOXHQFH RQ

07% LQ 4<<5,1 $V GLVFXVVHG EHORZ/ WKH \HDU 4<<4 PD\ EH RI SDUWLFXODU VLJQLILFDQFH VLQFH LW

UHIOHFWV WKH HIIHFWV RI WKH UHXQLILFDWLRQ RI (DVW DQG :HVW *HUPDQ\1 7KH LQIOXHQFH RI EDQNV LV

LQVLJQLILFDQW ZLWK WKH H[FHSWLRQ RI WKH \HDU 4<;< ZKHQ EDQNV LQFUHDVHG 07% EXW ORZHUHG 52$1

7KLV FRQWUDGLFWV WKH UHVXOWV RI *RUWRQ DQG 6FKPLG +5333,/ SRVVLEO\ UHIOHFWLQJ WKH ODWHU WLPH

SHULRG FRPSDUHG WR WKHLU VDPSOHV1 7KH LPSDFW RI JRYHUQPHQW HQWLWLHV LV LQVLJQLILFDQW RU

VLJQLILFDQWO\ QHJDWLYH/ EXW QHYHU VLJQLILFDQWO\ SRVLWLYH1 7KLV LQGLFDWHV WKDW ILUPV WKDW DUH

FRQWUROOHG E\ JRYHUQPHQW HQWLWLHV PLJKW KDYH D GLIIHUHQW REMHFWLYH IXQFWLRQ/ VLPLODU WR ILUPV ZLWK

HTXDO UHSUHVHQWDWLRQ1

)LJXUHV 5/ 6/ DQG 7 VKRZ WKH LQIOXHQFH RI ILUP VL]H +DV PHDVXUHG E\ WKH ORJ RI WKH ILUP¶V

VWRFN PDUNHW FDSLWDOL]DWLRQ, RQ ILUP SHUIRUPDQFH IRU WKH PHGLDQ \HDU +4<<4,1 )LUP VL]H WHQGV WR

LQFUHDVH 07% DQG 52$/ ZKLOH WKH LQIOXHQFH RI 52( VHHPV ZHDN +EXW SRVLWLYH,1 7KH SORWV VKRZ

WKH ORFDWLRQ RI ILUPV RQ WKH VL]H VSHFWUXP/ DQG WKH W\SH RI FRGHWHUPLQDWLRQ WKH\ DUH VXEMHFW WR1

:KLOH VPDOO ILUPV WHQG WR EH QRQ0SDULW\ FRGHWHUPLQHG DQG ODUJHU ILUPV VHHP WR KDYH HTXDO

UHSUHVHQWDWLRQ/ WKHUH LV D JUHDW GHDO RI RYHUODS EHWZHHQ WKH WZR W\SHV1

'1 &RGHWHUPLQDWLRQ DQG WKH )LUP¶V 2EMHFWLYH )XQFWLRQ= 5HVXOWV

(PSOR\HHV DUH DOWHULQJ ILUP GHFLVLRQV/ UHGXFLQJ ILUP SHUIRUPDQFH +IURP WKH SRLQW RI

YLHZ RI WKH VKDUHKROGHUV,1 :K\ DUH WKH\ GRLQJ WKLV" $UH WKH\ GHULYLQJ VRPH SULYDWH EHQHILWV

IURP WKH SRZHU WR LQIOXHQFH FRUSRUDWH GHFLVLRQV" $UH WKH\ DOWHULQJ WKH ILUP¶V REMHFWLYH IXQFWLRQ"
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$V GLVFXVVHG DERYH/ HPSOR\HHV DUH VWDNHKROGHUV LQ WKH ILUP WR WKH H[WHQW WKDW WKH\ KDYH ILUP0

VSHFLILF KXPDQ FDSLWDO LQYHVWPHQWV1 (PSOR\HHV PD\ ZDQW WR SURWHFW TXDVL0UHQWV WKDW ZRXOG EH

ORVW LI WKH\ ZHUH ILUHG/ ODLG0RII/ RU SRVVLEO\ DVVLJQHG WR D GLIIHUHQW MRE1 2QH SRVVLELOLW\ LV WKDW

HPSOR\HHV DUH FRQFHUQHG ZLWK WKH ILUP IDLOLQJ1 6R/ ZH ILUVW DVN ZKHWKHU D KLJKHU GHJUHH RI

FRGHWHUPLQDWLRQ LV DVVRFLDWHG ZLWK D PRUH GLYHUVLILHG ILUP/ WKDW LV/ D ODUJHU QXPEHU RI OLQHV RI

EXVLQHVV RI WKH ILUP1 3HUKDSV PRUH LPSRUWDQWO\/ WKH\ ORVH TXDVL0UHQWV ZKHQ WKH ILUP UHVWUXFWXUHV1

6HFRQG/ ZH ORRN IRU HYLGHQFH WKDW HPSOR\HHV DYRLG UHVWUXFWXULQJ LQ SDULW\0FRGHWHUPLQHG ILUPV1

,Q WKLV ODWWHU FDVH/ ZH DVN ZKHWKHU WKH ILUP¶V WRWDO ULVN LQFUHDVHV ZLWK FRGHWHUPLQDWLRQ/ DV

DYRLGDQFH RI UHVWUXFWXULQJ VKLIWV ULVN WR VKDUHKROGHUV1 ,W PLJKW EH WKDW HPSOR\HH UHVLVWDQFH WR

UHVWUXFWXULQJ VKLIWV ULVN WR HTXLW\ KROGHUV1 ,QWXLWLYHO\/ E\ LPSHGLQJ WKH DELOLW\ RI VKDUHKROGHUV WR

UHVSRQG WR QHJDWLYH VKRFNV LQ WKH HFRQRP\/ HPSOR\HHV PDNH KROGLQJ VKDUHV ULVNLHU/ EXW SURWHFW

WKHPVHOYHV1

,Q UHJDUG WR SRVVLEOH UHVLVWDQFH WR UHVWUXFWXULQJ/ LW LV LPSRUWDQW WR QRWH WKDW RXU VDPSOH

VSDQV WKH HYHQW RI WKH UHXQLILFDWLRQ RI (DVW DQG :HVW *HUPDQ\1 5HXQLILFDWLRQ RI WKH WZR

*HUPDQ\V ZDV RQH RI WKH ODUJHVW DQG PRVW MDUULQJ WUDQVIRUPDWLRQV RI DQ\ PDMRU LQGXVWULDOL]HG

FRXQWU\ LQ WKH SRVWZDU HUD1 %HWZHHQ 4<;</ WKH GDWH RXU VDPSOH VWDUWV/ DQG -DQXDU\ 4<<4 +WKH

PLGGOH RI RXU VDPSOH,/ UHXQLILFDWLRQ ZHQW IURP EHLQJ LQFRQFHLYDEOH WR EHLQJ D UHDOLW\1 )RU

EDFNJURXQG VHH/ H1J1/ 6LQQ DQG 6LQQ +4<<5,1 %HFDXVH RI WKH IHDUV FRQFHUQLQJ FKHDS ODERU LQ WKH

IRUPHU (DVW/ WKH HYHQW RI UHXQLILFDWLRQ RIIHUV DQ H[FHOOHQW RSSRUWXQLW\ WR WHVW SRVVLEOH HPSOR\HH

GHVLUHV WR DOWHU &DSLWDO¶V GHFLVLRQV1

7KH ILUVW LVVXH/ FRQFHUQLQJ WKH QXPEHU RI OLQHV RI EXVLQHVV LV DGGUHVVHG LQ 7DEOH 43 +ZLWK

)LJXUH 8 VKRZLQJ WKH LQIOXHQFH RI ILUP VL]H IRU WKH PHGLDQ \HDU/ 4<<4,1 7KH WDEOH SURYLGHV QR

HYLGHQFH WKDW SDULW\0FRGHWHUPLQHG ILUPV KDYH PRUH OLQHV RI EXVLQHVV/ L1H1/ DUH PRUH GLYHUVLILHG1

$OVR/ WKH W\SH RI XOWLPDWH RZQHU VHHPV WR KDYH QR LPSDFW RQ WKLV LVVXH/ H[FHSW LQ WKH FDVH RI

JRYHUQPHQW RZQHUVKLS/ ZKLFK KDV D VLJQLILFDQWO\ QHJDWLYH HIIHFW LQ WKH \HDU 4<<51 )LJXUH 8

VKRZV WKDW WKH QXPEHU RI OLQHV RI EXVLQHVV LQFUHDVHV ZLWK ILUP VL]H1

7KH VHFRQG LVVXH FRQFHUQV WKH LQIOXHQFH RI FRGHWHUPLQDWLRQ RQ WKH VWDQGDUG GHYLDWLRQ RI

WKH ILUP¶V ZHHNO\ VWRFN UHWXUQV1 ,V WKHUH HYLGHQFH WKDW ULVN LV VKLIWHG WR &DSLWDO WR WKH H[WHQW WKDW

HPSOR\HHV LPSHGH IOH[LELOLW\" &RQWUROOLQJ IRU WKH LPSDFW RI WKH OHYHO RI WKH ILUP¶V WRWDO VWRFN

UHWXUQ IRU WKH \HDU LV FRPSOLFDWHG E\ WKH IDFW WKDW VRPH ILUPV KDYH QHJDWLYH WRWDO UHWXUQV1 :H

WKXV H[SHFW WKH LQIOXHQFH RI WKH WRWDO UHWXUQ IRU WKH \HDU RQ WKH VWDQGDUG GHYLDWLRQ RI ZHHNO\
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UHWXUQV WR EH QRQOLQHDU1 7KLV LV ZK\ ZH LQFOXGH WKH WRWDO UHWXUQ LQ WKH QRQSDUDPHWULF SDUW RI (T1

4/ LQ DGGLWLRQ WR ILUP VL]H1

7DEOH 44 VKRZV WKH UHJUHVVLRQ FRHIILFLHQWV RI WKH SDUDPHWULF SDUW1 )RU WKUHH RI WKH ILYH

\HDUV DQDO\]HG/ FRGHWHUPLQDWLRQ VLJQLILFDQWO\ LQFUHDVHV WKH VWDQGDUG GHYLDWLRQ RI WKH ILUP¶V VWRFN

UHWXUQV1 )RU WKH \HDUV 4<;< +EHIRUH UHXQLILFDWLRQ, DQG 4<<5 ZH FDQQRW UHMHFW WKH QXOO K\SRWKHVLV

RI QR VXFK LQIOXHQFH1 ,Q WKH UHPDLQLQJ \HDUV WKHUH LV HYLGHQFH WKDW FRGHWHUPLQDWLRQ VKLIWV ULVN WR

&DSLWDO/ FRQVLVWHQW ZLWK HPSOR\HH IHDUV DERXW UHXQLILFDWLRQ OHDGLQJ WKHP WR UHVLVW UHVWUXFWXULQJ/

L1H1/ PRYLQJ SURGXFWLRQ WR WKH IRUPHU (DVW WR WDNH DGYDQWDJH RI FKHDS ODERU1 1RWH DOVR WKDW IRU

WKUHH RI WKH ILYH \HDUV ZH ILQG HYLGHQFH WKDW EDQNV DQG QRQILQDQFLDO ILUPV DOVR LQFUHDVH WKH WRWDO

ULVN RI WKH ILUP1

)LJXUHV 9 DQG : VKRZ WKH LQIOXHQFH RI ILUP VL]H DQG RI WRWDO VWRFN UHWXUQ RQ WKH ILUP ULVN

IRU WKH FDOHQGDU \HDU 4<<4/ WKH PHGLDQ \HDU LQ WKH VDPSOH1 7KHVH ILJXUHV DUH ³FRQGLWLRQLQJ SORWV´

+&OHYHODQG DQG 'HYOLQ/ 4<<;/ S1 934,1 ,Q WKHVH SORWV WKH LQIOXHQFH RI RQH YDULDEOH RI WKH

QRQSDUDPHWULF SDUW LV VKRZQ ZKLOH WKH YDOXHV RI WKH RWKHU YDULDEOHV LQ WKH QRQSDUDPHWULF SDUW RI

WKH UHJUHVVLRQ PRGHO DUH KHOG FRQVWDQW1 1RWH WKDW /2(66 FRQGLWLRQLQJ SORWV DUH VPRRWK/ LQ

FRQWUDVW WR WKH FKRSS\ SORWV LQ )LJXUHV 508/ ZKLFK ZHUH REWDLQHG ZKHQ /2(66 ZDV XVHG DV D

RQH0GLPHQVLRQDO VPRRWKHU +L1H1/ ZLWK RQH QRQFRQVWDQW YDULDEOH LQ WKH QRQSDUDPHWULF SDUW,1 )LJXUH

9 VKRZV WKH LPSDFW RI ILUP VL]H RQ WKH VWDQGDUG GHYLDWLRQ RI WKH ILUP¶V ZHHNO\ VWRFN UHWXUQ1 7KH

SORW VKRZV WKDW WKLV LQIOXHQFH LV VOLJKWO\ QHJDWLYH/ DOWKRXJK WKH FRQILGHQFH LQWHUYDOV DUH ZLGH1

)LJXUH : VKRZV WKH LPSDFW RI WKH WRWDO VWRFN UHWXUQ IRU WKH \HDU RQ WKH VWDQGDUG GHYLDWLRQ RI WKH

VWRFN UHWXUQV1 $V FDQ EH H[SHFWHG/ WKH UHODWLRQVKLS LV X0VKDSHG ZLWK WKH PLQLPXP LQ WKH

QHLJKERUKRRG RI ]HUR WRWDO UHWXUQ1 )RU WKH RWKHU IRXU \HDUV WKH JUDSKV ORRN VLPLODU +QRW VKRZQ,1

9,1 6KDUHKROGHUV¶ &DSLWDO DQG 2ZQHUVKLS 6WUXFWXUH 5HVSRQVHV

6LQFH WKHUH LV D QHJDWLYH HIIHFW RI FRGHWHUPLQDWLRQ RQ ILUP SHUIRUPDQFH +IURP WKH

VKDUHKROGHUV¶ SRLQW RI YLHZ,/ VKDUHKROGHUV PD\ WDNH FRXQWHUYDLOLQJ PHDVXUHV1 ,Q WKLV VHFWLRQ ZH

LQYHVWLJDWH ZKHWKHU VKDUHKROGHUV UHVSRQG WR FRGHWHUPLQDWLRQ E\ WDNLQJ FRXQWHUDFWLQJ PHDVXUHV1

2QH ZD\ WR GR WKLV PLJKW EH E\ DOWHULQJ WKH ILUP¶V FDSLWDO VWUXFWXUH1 6KDUHKROGHUV FDQ LQIOXHQFH

WKH GHFLVLRQ0PDNLQJ RI WKH ILUP E\ FKRLFH RI WKH FDSLWDO VWUXFWXUH +VHH/ H1J1/ +DUW/ 4<<8> DQG

&KDQJ/ 4<<5,1 :H LQYHVWLJDWH ILUPV¶ OHYHUDJH DV D IXQFWLRQ RI FRGHWHUPLQDWLRQ1 5HFDOO WKH

UHVXOWV GLVFXVVHG LQ WKH ,QWURGXFWLRQ FRQFHUQLQJ WKH UHVSRQVH RI 8161 ILUPV WR XQLRQV1 7KHVH

ILUPV WHQG WR LQFUHDVH OHYHUDJH1
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$QRWKHU SRVVLEOH FRXQWHUPHDVXUH FRQFHUQV WKH FRQFHQWUDWLRQ RI WKH HTXLW\ FRQWURO ULJKWV1

%DUJDLQLQJ ZLWK HPSOR\HHV RQ WKH VXSHUYLVRU\ ERDUG DQG RYHUVHHLQJ PDQDJHPHQW RXWVLGH RI WKH

IRUPDO FKDQQHO RI WKH ERDUG VWUXFWXUH PD\ EH PRUH HIIHFWLYH LI WKH HTXLW\ FRQWURO ULJKWV DUH PRUH

FRQFHQWUDWHG1 ,Q WKH QH[W VHFWLRQ ZH H[DPLQH ZKHWKHU VKDUHKROGHUV LQFUHDVH WKH SHUIRUPDQFH

VHQVLWLYLW\ RI FRPSHQVDWLRQ IRU ERDUG PHPEHUV1

$1 &RGHWHUPLQDWLRQ DQG /HYHUDJH

,I HPSOR\HHV FDQ DIIHFW WKH UHDO DFWLYLWLHV RI WKH ILUP/ WKH\ PXVW EH DZDUH WKDW WKH\

FDQQRW DIIHFW WKH GHEW0HTXLW\ UDWLR VLQFH WKDW LV RQH LPSRUWDQW GHFLVLRQ WKDW WKH VXSHUYLVRU\ ERDUG

GRHV QRW PDNH LQGHSHQGHQWO\1 /HYHUDJH LV YRWHG RQ E\ WKH VKDUHKROGHUV DW WKH DQQXDO PHHWLQJ RI

WKH ILUP1 ,I HPSOR\HHV UHGXFH WKH UHWXUQ RQ HTXLW\ DQG PDNH HTXLW\ VWDNHV ULVNLHU/ WKHQ WKH

VKDUHKROGHUV VKRXOG LVVXH OHVV RI LW1 $OVR/ LQ UHVSRQVH WR HPSOR\HHV¶ SRZHU DQG GHVLUH WR DOWHU

WKH ILUP¶V GHFLVLRQV +IURP ZKDW VKDUHKROGHUV ZRXOG RWKHUZLVH DJUHH WR,/ VKDUHKROGHUV PD\ EH

DEOH WR XVH OHYHUDJH WR UHDVVHUW WKHLU DXWKRULW\ RYHU GHFLVLRQ0PDNLQJ1 )RU H[DPSOH/ LI HPSOR\HHV

DOWHU WKH PL[ RI WKH ILUP¶V UHDO DFWLYLWLHV LQ WKH GLUHFWLRQ RI OHVV UHVWUXFWXULQJ DFWLYLW\/ WKH

VKDUHKROGHUV PD\ UHVSRQG E\ DOWHULQJ OHYHUDJH/ LQFUHDVLQJ ILQDQFLDO OHYHUDJH WR WKUHDWHQ WKHP

ZLWK D KLJKHU OLNHOLKRRG RI GHIDXOW1 $OVR/ DV ZLWK 8161 ILUPV UHVSRQGLQJ WR XQLRQV/ VKDUHKROGHUV

FDQ LQFUHDVH OHYHUDJH WR FRPPLW WR SD\LQJ FDVK RXW RI WKH ILUP/ UDWKHU WKDQ WR HPSOR\HHV LQ WKH

IRUP RI KLJKHU ZDJHV1 :H DGGUHVV WKHVH LVVXHV E\ DQDO\]LQJ ZKHWKHU OHYHUDJH LV DIIHFWHG E\

FRGHWHUPLQDWLRQ1

:H PHDVXUH WKH LQIOXHQFH RI FRGHWHUPLQDWLRQ RQ WKH ILUP¶V FDSLWDO VWUXFWXUH +DV FKRVHQ

E\ WKH VKDUHKROGHUV DW WKH DQQXDO PHHWLQJ, E\ UHJUHVVLQJ WKH +ORJ RI WKH, GHEW0HTXLW\ UDWLR RQ WKH

VWDQGDUG VHW RI LQGHSHQGHQW YDULDEOHV1 7KH HPSLULFDO UHVXOWV DUH JLYHQ LQ 7DEOH 45 +ZLWK WKH

LQIOXHQFH RI VL]H IRU WKH PHGLDQ \HDU/ 4<<4/ GLVSOD\HG LQ )LJXUH ;,1 7KH UHJUHVVLRQ FRHIILFLHQWV

UHSUHVHQWLQJ WKH LQIOXHQFH RI FRGHWHUPLQDWLRQ DUH SRVLWLYH DQG VWDWLVWLFDOO\ VLJQLILFDQW/ H[FHSW IRU

DQ LQVLJQLILFDQW FRHIILFLHQW LQ \HDU 4<<51 7KDW LV/ WKHUH LV HYLGHQFH WKDW VKDUHKROGHUV XVH FDSLWDO

VWUXFWXUH WR PLWLJDWH WKH LPSDFWV RI FRGHWHUPLQDWLRQ1 (PSOR\HHV RI SDULW\0FRGHWHUPLQHG ILUPV

DUH WUHDWHG VLPLODU WR XQLRQL]HG ZRUNHUV LQ WKH 8QLWHG 6WDWHV1

%1 7KH &RQFHQWUDWLRQ DQG ,GHQWLW\ RI WKH (TXLW\ 2ZQHUVKLS 6WUXFWXUH

:H QRZ WXUQ WR H[DPLQLQJ ZKHWKHU HTXLW\ FRQWURO ULJKWV DUH PRUH FRQFHQWUDWHG LQ ILUPV

ZLWK HTXDO UHSUHVHQWDWLRQ1 :H PHDVXUH FRQFHQWUDWLRQ E\ WKH VL]H RI WKH XOWLPDWH RZQHU +(PD[,1

7KH UHVXOWV LQ 7DEOH 46 VKRZ WKDW FRGHWHUPLQDWLRQ LV QRW D VLJQLILFDQW GHWHUPLQDQW RI WKH VL]H RI
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WKH ODUJHVW XOWLPDWH RZQHU1 7KLV ILQGLQJ LV FRQVLVWHQW ZLWK RXU HDUOLHU SRLQW WKDW LW LV GLIILFXOW WR

WUDGH HTXLW\ LQ *HUPDQ\ DQG EORFNV VHHP WR EH WKH SURGXFW RI ILUP VSHFLILF HYHQWV LQ WKH SDVW1

)LJXUH < VKRZV WKH LQIOXHQFH RI ILUP VL]H RQ WKH HTXLW\ FRQWURO ULJKWV FRQFHQWUDWLRQ IRU WKH \HDU

4<<41 :LWK WKH H[FHSWLRQ RI D QHJDWLYH LQIOXHQFH IRU WKH YHU\ ODUJH ILUPV/ ILUP VL]H VHHPV WR

KDYH QR HIIHFW RQ WKH VL]H RI WKH ODUJHVW XOWLPDWH RZQHU1 6LPLODU SORWV ZHUH REWDLQHG IRU WKH RWKHU

WKUHH \HDUV +QRW VKRZQ,1

9,,1 &RGHWHUPLQDWLRQ/ )LUP 6L]H/ DQG %RDUG 0HPEHU &RPSHQVDWLRQ

:KHQ IDFHG ZLWK HPSOR\HHV RQ WKH VXSHUYLVRU\ ERDUG/ VKDUHKROGHUV PD\ UHVSRQG E\

PDNLQJ FRPSHQVDWLRQ RI ERDUG PHPEHUV PRUH VHQVLWLYH WR ILUP SHUIRUPDQFH1 7R GDWH WKHUH KDV

EHHQ OLWWOH ZRUN RQ ERDUG FRPSHQVDWLRQ LQ *HUPDQ\1 $V 3LVWRU +4<<<, ZULWHV= ³$Q HPSLULFDO

DQDO\VLV RI FRGHWHUPLQHG VXSHUYLVRU\ ERDUGV LV FRQVWUDLQHG E\ WKH ODFN RI V\VWHPDWLF GDWD´ +S1

63,1 7KHUH DUH/ KRZHYHU/ D IHZ VWXGLHV1 6FKZDOEDFK DQG *UDVVKRII +4<<:, XVH SURSULHWDU\

FRQVXOWLQJ ILUP GDWD WR ORRN DW WKH UHODWLRQ EHWZHHQ PDQDJHULDO SD\ DQG SHUIRUPDQFH DQG ILQG

OLWWOH HYLGHQFH RI VHQVLWLYLW\1 .DSODQ +4<<7,/ KRZHYHU/ GRHV ILQG WKDW WKH HODVWLFLW\ RI FDVK

FRPSHQVDWLRQ WR VWRFN SULFH SHUIRUPDQFH LQ *HUPDQ\ LV URXJKO\ FRPSDUDEOH WR WKH 8QLWHG 6WDWHV1

1HLWKHU RI WKHVH VWXGLHV H[DPLQHV WKH LVVXH RI FRGHWHUPLQDWLRQ RQ WKH FRPSHQVDWLRQ RI ERDUG

PHPEHUV1 :H H[DPLQH WKH VHQVLWLYLW\ RI ERDUG PHPEHU FRPSHQVDWLRQ WR FRGHWHUPLQDWLRQ LVVXH

LQ WKLV VHFWLRQ1

$1 ,V WKH 5HGXFWLRQ LQ )LUP 9DOXH 'XH WR 0DQDJHUV RU (PSOR\HHV"

5HFDOO WKDW WKHUH DUH WZR ERDUGV RI GLUHFWRUV WKDW RYHUVHH *HUPDQ SXEOLF OLPLWHG

FRPSDQLHV/ $*V1 7KH VXSHUYLVRU\ ERDUG RYHUVHHV WKH PDQDJHPHQW ERDUG1 &RGHWHUPLQDWLRQ

DIIHFWV RQO\ WKH VXSHUYLVRU\ ERDUG1 0DQDJHPHQW ERDUG FRPSHQVDWLRQ LV W\SLFDOO\ H[SOLFLWO\

GHSHQGHQW RQ WKH SHUIRUPDQFH RI WKH ILUP1 )LUP SHUIRUPDQFH LV WUDGLWLRQDOO\ PHDVXUHG XVLQJ

DFFRXQWLQJ LQIRUPDWLRQ1 ([SOLFLW SHUIRUPDQFH SD\ IRU VXSHUYLVRU\ ERDUG PHPEHUV H[LVWV/ EXW LV

UDUH1 7KLV GRHV QRW SUHFOXGH WKH SRVVLELOLW\ WKDW VXSHUYLVRU\ ERDUG FRPSHQVDWLRQ LV LPSOLFLWO\

SHUIRUPDQFH0VHQVLWLYH RYHU WLPH DQG LQ FURVV0VHFWLRQ1

6KDUHKROGHUV PD\ ZDQW WR FRXQWHUDFW WKH GHVLUH RI PDQDJHUV RU ERDUG PHPEHU HPSOR\HHV

WR UHVLVW UHVWUXFWXULQJ E\ DGRSWLQJ PRUH SHUIRUPDQFH0VHQVLWLYH FRPSHQVDWLRQ IRU WKH DJHQWV WKDW

DUH PDNLQJ WKHVH GHFLVLRQV1 7KHVH DJHQWV FRXOG EH WKH PDQDJHPHQW/ WKH HPSOR\HHV/ RU ERWK

JURXSV1
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%1 &RPSHQVDWLRQ 5HVXOWV

)RU WKH ERDUG FRPSHQVDWLRQ UHJUHVVLRQV/ ZH DJDLQ IDFH WKH SUREOHP RI VHSDUDWLQJ WKH

LQIOXHQFH RI FRGHWHUPLQDWLRQ IURP WKH LQIOXHQFH RI ILUP VL]H1 +HUH WKH LVVXH LV FRPSOLFDWHG E\ D

SRVVLEOH LQWHUDFWLRQ EHWZHHQ ILUP VL]H DQG SHUIRUPDQFH0VHQVLWLYLW\ RI FRPSHQVDWLRQ/ DV

HYLGHQFHG E\ 0XUSK\ +4<<;,1 7KXV/ LQ DGGLWLRQ WR ILUP VL]H/ ZH LQFOXGH ILUP SHUIRUPDQFH LQ WKH

QRQSDUDPHWULF SDUW1 /2(66 GRHV QRW RQO\ DOORZ IRU QRQOLQHDULWLHV LQ WKH LQIOXHQFHV RI LQGLYLGXDO

YDULDEOHV> LQ FRQWUDVW WR NHUQHO VPRRWKHUV/ IRU LQVWDQFH/ LW DOVR DOORZV IRU LQWHUDFWLRQV DPRQJ WKH

YDULDEOHV1 )RU H[DPSOH/ /2(66 FDQ DOORZ WKH LPSDFW RI SHUIRUPDQFH RQ FRPSHQVDWLRQ WR EH

QRQOLQHDU +KROGLQJ WKH LQIOXHQFH RI ILUP VL]H FRQVWDQW, DQG/ DW WKH VDPH WLPH/ LW FDQ DOORZ WKH

LQIOXHQFH RI ILUP SHUIRUPDQFH WR YDU\ ZLWK ILUP VL]H1

:H PHDVXUH ERDUG FRPSHQVDWLRQ E\ WKH ORJ RI FRPSHQVDWLRQ SHU ERDUG PHPEHU1 $V

DERYH/ ZH PHDVXUH ILUP VL]H E\ WKH +ORJ RI WKH, ILUP¶V VWRFN PDUNHW FDSLWDOL]DWLRQ/ 60&1 )RU

ILUP SHUIRUPDQFH ZH XVH WKH +ORJ RI WKH, PDUNHW0WR0ERRN UDWLR RI HTXLW\/ 07%1 $OWKRXJK

FRPSHQVDWLRQ RI GLUHFWRUV ZLWK VWRFN RSWLRQV ZDV LOOHJDO LQ *HUPDQ\ IRU WKH SHULRG ZH DQDO\]H/

ZH FKRVH 07%1 )LUVWO\/ IURP WKH HTXLW\ KROGHUV¶ SRLQW RI YLHZ LW LV WKH ILUP¶V VWRFN PDUNHW

SHUIRUPDQFH WKDW PDWWHUV1 &RPSHQVDWLRQ FRQWUDFWV FDQ EH OLQNHG WR YDULDEOHV WKDW DUH FRUUHODWHG

ZLWK WKH ILUP¶V VWRFN PDUNHW SHUIRUPDQFH/ HYHQ WKRXJK VWRFN RSWLRQV DUH QRW SRVVLEOH1 6HFRQGO\/

XVLQJ 07% DV D SHUIRUPDQFH PHDVXUH ZLOO DOORZ XV WR FRPSDUH DUH UHVXOWV WR .DSODQ +4<<7, ZKR

DQDO\]HG ERDUG FRPSHQVDWLRQ LQ *HUPDQ\ XVLQJ D VWRFN PDUNHW0EDVHG PHDVXUH RI ILUP

SHUIRUPDQFH1 2WKHU H[SODQDWRU\ YDULDEOHV DUH= &R/ ZKLFK LV HTXDO WR 4 IRU SDULW\0FRGHWHUPLQHG

ILUPV/ DQG 3 RWKHUZLVH> &R [ 3HUI/ ZKLFK PHDVXUHV FKDQJHV LQ WKH SHUIRUPDQFH0VHQVLWLYLW\ RI WKH

ERDUG FRPSHQVDWLRQ> 324 YDULDEOHV IRU LQGXVWU\ DIILOLDWLRQ/ EDVHG RQ ,6,& FDWHJRULHV +8QLWHG

1DWLRQV/ 4<<3,1

7KH UHVXOWV IRU WKH PDQDJHPHQW ERDUG FRPSHQVDWLRQ DUH VKRZQ LQ 7DEOH 471 3DQHO $

FRYHUV WKH PDQDJHPHQW ERDUG/ SDQHO % FRYHUV WKH VXSHUYLVRU\ ERDUG1 )RU QHLWKHU RI WKH WZR

ERDUGV DQG QRQH RI WKH ILYH \HDUV DQDO\]HG FDQ ZH UHMHFW WKH QXOO K\SRWKHVLV WKDW FRGHWHUPLQDWLRQ

GRHV QRW PDNH ERDUG FRPSHQVDWLRQ PRUH VHQVLWLYH WR ILUP SHUIRUPDQFH1

)LJXUHV 43046 VKRZ WKH LQIOXHQFH RI ILUP SHUIRUPDQFH DQG ILUP VL]H RQ WKH ERDUG

FRPSHQVDWLRQV IRU WKH PHGLDQ \HDU LQ WKH VDPSOH/ 4<<41 )LJXUH 43 FRQWDLQV WKH FRQGLWLRQLQJ SORW

RI WKH LPSDFW RI ILUP SHUIRUPDQFH RQ WKH SHU0FDSLWD FRPSHQVDWLRQ RI WKH PDQDJHPHQW ERDUG/ ZLWK

ILUP VL]H EHLQJ KHOG FRQVWDQW DW LWV PHGLDQ OHYHO1 7KH SORW VKRZV WKDW WKLV LQIOXHQFH LV DFWXDOO\

VOLJKWO\ QHJDWLYH/ DOWKRXJK WKH FRQILGHQFH LQWHUYDOV DUH ZLGH1 )LJXUH 44 VKRZV WKH LPSDFW RI ILUP
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VL]H RQ WKH SHU0FDSLWD FRPSHQVDWLRQ RI WKH PDQDJHPHQW ERDUG/ ZLWK ILUP SHUIRUPDQFH KHOG

FRQVWDQW DW LWV PHGLDQ1 7KH SORW VKRZV WKDW FRPSHQVDWLRQ LQFUHDVHV ZLWK ILUP VL]H1

)LJXUHV 45 DQG 46 GLVSOD\ WKH UHJUHVVLRQ UHVXOWV IRU WKH VXSHUYLVRU\ ERDUG1 )LJXUH 45

VKRZV D VOLJKWO\ KXPS0VKDSHG LPSDFW RI ILUP SHUIRUPDQFH RQ WKH SHU0FDSLWD FRPSHQVDWLRQ RI WKH

VXSHUYLVRU\ ERDUG/ ZLWK D FOHDU QHJDWLYH LPSDFW IRU ILUP SHUIRUPDQFH IRU KLJK SHUIRUPDQFH

OHYHOV1 )LJXUH 46 LV VLPLODU WR )LJXUH 44 LQ VKRZLQJ WKDW ERDUG FRPSHQVDWLRQ LQFUHDVHV LQ ILUP

VL]H1

)LJXUHV 43046 DUH QRW DEHUUDWLRQV1 :H REWDLQ YHU\ VLPLODU SORWV IRU WKH RWKHU IRXU \HDUV

+QRW VKRZQ,1 )RU VRPH RI WKHVH \HDUV/ WKH QHJDWLYH LQIOXHQFH RI ILUP SHUIRUPDQFH RQ WKH

PDQDJHPHQW RU WKH VXSHUYLVRU\ ERDUG FRPSHQVDWLRQ LV HYHQ PRUH SURQRXQFHG1 7KLV LV

LQFRQVLVWHQW ZLWK .DSODQ¶V +4<<7, ILQGLQJV WKDW VKRZ WKDW FRPSHQVDWLRQ LV VHQVLWLYH WR ILUP

SHUIRUPDQFH LQ *HUPDQ\1

9,,,1 &RQFOXVLRQV

7KH *HUPDQ FRGHWHUPLQDWLRQ V\VWHP OHJDOO\ UHTXLUHV ILUPV WR DOORFDWH VXSHUYLVRU\ ERDUG

VHDWV WR HPSOR\HHV GHSHQGLQJ RQ WKH QXPEHU RI HPSOR\HHV LQ WKH ILUP1 :H VKRZ HPSLULFDOO\ WKDW

WKH DOORFDWLRQ RI VRPH FRQWURO ULJKWV RYHU FRUSRUDWH DVVHWV WR HPSOR\HHV DIIHFWV WKH DOORFDWLRQ RI

ILUP UHVRXUFHV DQG ULVN1 &RGHWHUPLQDWLRQ FUHDWHV EDUJDLQLQJ SRZHU IRU HPSOR\HHV E\ HIIHFWLYHO\

WUDQVIHUULQJ VRPH RI WKH VXSSOLHUV RI FDSLWDOV¶ FRQWURO ULJKWV WR WKHP LQ WKH IRUP RI VHDWV RQ WKH

VXSHUYLVRU\ ERDUG1 7KH YRWHV DWWDFKHG WR VKDUHV DUH OHVV YDOXDEOH ZKHQ HPSOR\HHV DUH HQWLWOHG WR

VXSHUYLVRU\ ERDUG VHDWV E\ ODZ1

:H ILQG WKDW ZLWK HPSOR\HHV RQ WKH VXSHUYLVRU\ ERDUG/ ILUP UHVRXUFHV DUH GLUHFWHG

GLIIHUHQWO\/ GHFUHDVLQJ WKH UHWXUQ RQ DVVHWV DQG WKH PDUNHW0WR0ERRN UDWLR1 $OVR/ WKH UHWXUQ RQ

HTXLW\ GHFUHDVHV1 (PSOR\HHV LQIOXHQFH GHFLVLRQV VXFK WKDW WKH ILUP¶V V\VWHPDWLF ULVN LQFUHDVHV

EHFDXVH RI HPSOR\HHV UHVLVWLQJ UHVWUXFWXULQJ HIIRUWV E\ VKDUHKROGHUV1 &RGHWHUPLQDWLRQ DSSHDUV WR

EH D ELQGLQJ FRQVWUDLQW RQ VKDUHKROGHUV1 7KH\ FDQ DYRLG FRGHWHUPLQDWLRQ RQO\ E\ EUHDNLQJ XS

WKH ILUP LQWR VPDOO LQGHSHQGHQW XQLWV +ZKLFK DUH QRW XQLWHG LQ D JURXS, RU E\ PRYLQJ WR D

SDUWQHUVKLS1 6XFK FKDQJHV LQ WKH RUJDQL]DWLRQDO IRUP VHHP WR EH SURKLELWLYHO\ FRVWO\ IRU PDQ\

ODUJH *HUPDQ VWRFN FRUSRUDWLRQV1 2I WKH DYDLODEOH PHWKRGV IRU FRXQWHUDFWLQJ FRGHWHUPLQDWLRQ/

VKDUHKROGHUV LQFUHDVH WKH OHYHUDJH RI WKH ILUP1

7R DGGUHVV WKH TXHVWLRQ RI ³:KR VKRXOG FRQWURO WKH ILUP"´ UHTXLUHV D ZHOIDUH IXQFWLRQ

WKDW ZHLJKWV WKH XWLOLWLHV RI WKH VXSSOLHUV RI FDSLWDO DQG WKH XWLOLWLHV RI WKH VXSSOLHUV RI ODERU1 ,W LV
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FOHDU IURP RXU UHVXOWV WKDW HPSOR\HHV KDYH GLIIHUHQW REMHFWLYHV WKDQ WKRVH RI WKH VXSSOLHUV RI

FDSLWDO DQG WKDW DFKLHYLQJ WKHLU REMHFWLYHV UHGXFHV WKH XWLOLW\ RI WKH VXSSOLHUV RI FDSLWDO1 7KH

UHYHDOHG SUHIHUHQFH RI HPSOR\HHV VXJJHVWV WKDW SURWHFWLQJ ILUP0VSHFLILF KXPDQ FDSLWDO LV D UHDO

DQG TXDQWLWDWLYHO\ VLJQLILFDQW LVVXH1 7KHLU EHKDYLRU LQ SDULW\0FRGHWHUPLQHG ILUPV VXJJHVWV WKDW

WKHLU FRQWULEXWLRQ WR WKH ILUP PDNHV WKHP DQ LPSRUWDQW VWDNHKROGHU1

1RQH RI WKLV LV WR VD\ ZKHWKHU FRGHWHUPLQDWLRQ LV VRFLDOO\ RSWLPDO RU QRW1
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)RRWQRWHV

                                                     
4 &RQWURO ULJKWV DUH YDOXDEOH1 )RU H[DPSOH/ WKHUH LV D SUHPLXP DWWDFKHG WR YRWLQJ VKDUHV
FRPSDUHG WR QRQYRWLQJ VKDUHV/ DQG E\ WKH SUHPLXP SDLG WR SXUFKDVH D EORFN RI VKDUHV1 )RU
H[DPSOH/ WKH 8161 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ +4<;:,/ H[DPLQLQJ 59 ILUPV ZLWK GXDO0
FODVV VWRFN/ IRXQG WKDW WKH ORZ0YRWH FRPPRQ VWRFN WUDGHG DW D GLVFRXQW RI 7( RU 8(1 /HDVH/
0F&RQQHOO DQG 0LNNHOVRQ +4<;6, DOVR ORRNHG DW GXDO0FODVV VWRFN DQG IRXQG WKDW WKH YRWLQJ VWRFN
WUDGHG DW D 4( WR :( SUHPLXP1 $OVR/ VHH /HDVH/ 0F&RQQHOO/ DQG 0LNNHOVRQ +4<;7,/ 'H$QJHOR
DQG 'H$QJHOR +4<;8,/ DQG =LQJDOHV +4<<8, ZKR DOO VKRZ WKDW/ LQ WKH 8QLWHG 6WDWHV/ VKDUHV ZLWK
VXSHULRU YRWLQJ ULJKWV UDWH DW D SUHPLXP1 $OVR/ =LQJDOHV +4<<7, DQG %DUFOD\ DQG +ROGHUQHVV
+4<;<, VWXG\ EORFN WUDGHV/ ZKLFK WUDQVIHU FRQWURO/ DQG ILQG SUHPLXPV DYHUDJLQJ 4<( RYHU WKH
SRVW0DQQRXQFHPHQW H[FKDQJH0TXRWHG SULFH1 9LVKQ\ DQG 6KOHLIHU +4<<:, UHYLHZ WKH HYLGHQFH IRU
FRXQWULHV RWKHU WKDQ WKH 8QLWHG 6WDWHV1
5 $OFKLDQ DQG 'HPVHW] +4<:5,/ $OFKLDQ +4<;7,/ DQG )DPD DQG -HQVHQ +4<;6,/ 0HDGH +4<:5,/ DQG
.LKOVWURP DQG /DIIRQW +4<:<,/ DPRQJ PDQ\ RWKHUV/ PDNH RWKHU DUJXPHQWV1 $OFKLDQ DQG 'HPVHW]
+4<<5, DUJXH WKDW D ³PRQLWRU´ LV QHHGHG WR KHOS UHVROYH PRUDO KD]DUG0LQ0WHDPV SUREOHPV1 7KH
PRQLWRU LV PRWLYDWHG E\ YLUWXH RI EHLQJ WKH UHVLGXDO FODLPDQW1 )XUWKHU/ WKH PRQLWRU PXVW EH WKH
RZQHU RI WKH SK\VLFDO DVVHWV WR NHHS WKHVH DVVHWV IURP EHLQJ DEXVHG1 ,W LV QRW H[SODLQHG ZK\
ZRUNHUV FRXOG QRW RZQ WKH DVVHWV1 )DPD DQG -HQVHQ +4<;6,/ 0HDGH +4<:5,/ DQG .LKOVWURP DQG
/DIIRQW +4<:<,/ DPRQJ RWKHUV/ DUJXH WKDW ZRUNHUV DUH ULVN DYHUVH/ ZKLOH RXWVLGH LQYHVWRUV
VSHFLDOL]H LQ ULVN EHDULQJ1 &RQVHTXHQWO\/ HPSOR\HHV SUHIHU D IL[HG ZDJH/ ZKLOH RXWVLGH LQYHVWRUV
DUH ZLOOLQJ WR EHDU WKH UHVLGXDO FODLP1 7KLV DUJXPHQW DSSOLHV WR FDVK IORZ ULJKWV/ QRW FRQWURO
ULJKWV1 6HH =LQJDOHV +4<<:, DQG 'RZ DQG 3XWWHUPDQ +4<<<, IRU VXPPDULHV RI WKHVH YLHZV DQG
+ROPVWURP DQG 7LUROH +4<;<, DQG +DUW +4<;<, IRU VXUYH\V RI WKH WKHRU\ RI WKH ILUP1
6 2Q WKH WKHRUHWLFDO OLWHUDWXUH/ VHH 'RZ +4<<6,/ 0RUHWWR DQG 5RVVLQL +4<<<,/ DQG WKH UHIHUHQFHV
FLWHG WKHUHLQ1
7 (PSOR\HHV GR VRPHWLPHV RZQ VKDUHV1 :H GHVFULEH WKH SUHYDOHQFH RI WKLV LQ RXU VDPSOH DQG ZH
ZLOO WDNH DFFRXQW RI WKLV EHORZ1
8 $GRSWHG DIWHU :RUOG :DU ,,/ DV GHVFULEHG VXEVHTXHQWO\/ E\ 4<88/ WKH *HUPDQ ELEOLRJUDSK\
DORQH FRQWDLQHG PRUH WKDQ VHYHQ WKRXVDQG HQWULHV +DFFRUGLQJ WR 6SLUR/ 4<8;/ S1 4,1 $UJXPHQWV IRU
DQG DJDLQVW FRGHWHUPLQDWLRQ DUH VXPPDUL]HG E\ 0RQLVVHQ +4<:;, DQG 3HMRYLFK +4<:;,1
9 $OVR VHH $RNL +4<;3, DQG 6YHMQDU +4<;5F,1
: 1RQH RI RXU UHVXOWV DOORZ XV WR PDNH ZHOIDUH VWDWHPHQWV1
; 7KHUH LV DQ HPSLULFDO VRFLDO SV\FKRORJ\ OLWHUDWXUH RQ HPSOR\HU DQG HPSOR\HH EHKDYLRU XQGHU
FRGHWHUPLQDWLRQ1 )LW]5R\ DQG .UDIW +4<<6/ S1 698, SURYLGH D VXPPDU\ RI WKLV OLWHUDWXUH/ DV
IROORZV= ³7KRXJK VXFFHVVLYH VWDJHV LQ WKH GHYHORSPHQW RI WKHVH >FRGHWHUPLQDWLRQ@ ODZV ZHUH
ELWWHUO\ RSSRVHG E\ HPSOR\HUV DQG PDQ\ HFRQRPLVWV/ VXEVHTXHQW +XVXDOO\ QRQ0TXDQWLWDWLYH,
VWXGLHV KDYH UHDFKHG D EURDG DQG IDYRUDEOH FRQVHQVXV/ FUHGLWLQJ FRGHWHUPLQDWLRQ ZLWK D
VLJQLILFDQW UROH LQ PDLQWDLQLQJ FRRSHUDWLYH ODERU UHODWLRQV DQG IDFLOLWDWLQJ WHFKQRORJLFDO DQG
VWUXFWXUDO FKDQJH1´ 7KH JLVW LV WKH FRQFOXVLRQ WKDW= ³&RQVLGHUDEOH UHVHDUFK LQ VRFLDO SV\FKRORJ\
DVVRFLDWHV DQ LQFUHDVH LQ SRZHU VKDULQJ ZLWK D UHGXFWLRQ LQ DOLHQDWLRQ DQG ZLWK WKH UHPRYDO RI
UHVWULFWLRQV RQ ZRUN HIIRUW´ +*XUGRQ DQG 5DL/ S1 5<4,1 $OVR/ VHH %OXPEHUJ +4<9;, DQG %UX\Q DQG
1LFRODX06PRNRYLWLV +4<:<,1
< /HW β EH WKH UHJUHVVLRQ FRHIILFLHQW RI D 324 YDULDEOH/ WKHQ WKH FKDQJH LQ WKH GHSHQGHQW YDULDEOH
DV D UHVXOW RI D VZLWFK RI WKLV LQGLFDWRU YDULDEOH IURP ]HUR WR RQH DPRXQWV WR= Hβ −41 )RU GHWDLOV
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VHH +DOYRUVHQ DQG 3DOPTXLVW +4<;3,1 %DVHG RQ WKH UHJUHVVLRQ FRHIILFLHQWV SUHVHQWHG E\ )LW]5R\
DQG .UDIW +4<<6/ 7DEOH 5,/ WKH DIRUHPHQWLRQHG GHFUHDVH RI 4<1:( LV WKXV FDOFXODWHG DV IROORZV=
H H3 46 3 391 1− − 1
43 $QRWKHU OLWHUDWXUH WKDW LV UHODWHG FRQFHUQV ZRUNHUV¶ FRRSHUDWLYHV1 ,Q ZRUNHUV¶ FRRSHUDWLYHV
WKHUH LV QR LVVXH FRQFHUQLQJ WKH DOORFDWLRQ RI FRQWURO ULJKWV EHWZHHQ RZQHUV DQG HPSOR\HHV/ WZR
JURXSV WKDW PD\ KDYH GLIIHUHQW REMHFWLYH IXQFWLRQV1 ,Q FRRSHUDWLYHV/ WKH ZRUNHUV DUH WKH RZQHUV1
,Q WKH FRRSHUDWLYH IRUP RI RUJDQL]DWLRQ/ LW LV SHUKDSV FOHDUHU WKDW WKHUH ZLOO EH D GLIIHUHQFH LQ
EHKDYLRU FRPSDUHG WR WKH RUWKRGR[ ILUP ZKHUH ZRUNHUV DQG RZQHUV DUH GLVWLQFW JURXSV1 7KH
HYLGHQFH VXJJHVWV WKDW WKLV LV WKH FDVH1 6HH/ H1J1/ 3HQFDYHO DQG &UDLJ +4<<7,/ &UDLJ DQG 3HQFDYHO
+4<<5,/ DQG %HUPDQ DQG %HUPDQ +4<;<,1
44 6HH 0RUFN/ 6KOHLIHU DQG 9LVKQ\ +4<;<, IRU HYLGHQFH RQ WKH LPSRUWDQFH RI ERDUGV LQ DIIHFWLQJ
ILUP YDOXH LQ WKH 8QLWHG 6WDWHV1
45 ,Q DGGLWLRQ/ WKH PLOLHX LQ *HUPDQ\ ZLWK UHVSHFW WR WKH SRZHU FRQIHUUHG RQ ZRUNHUV JHQHUDOO\ LV
TXLWH GLIIHUHQW WKDQ LQ WKH 8QLWHG 6WDWHV RU WKH 8QLWHG .LQJGRP1 )RU H[DPSOH/ LQ DGGLWLRQ WR
ODERU XQLRQV DQG FRGHWHUPLQHG VXSHUYLVRU\ ERDUGV/ *HUPDQ ILUPV KDYH ZRUNV FRXQFLOV1 :RUNV
FRXQFLOV DOVR SDUWLFLSDWH LQ GHFLVLRQ0PDNLQJ ZLWKLQ WKH ILUP1 7KH\ DUH IRUPDOO\ LQGHSHQGHQW RI
XQLRQV1 )RU GHWDLOV VHH 0�OOHU0-HQWVFK +4<<8,1
46 7KLV LQFOXGHV ILUPV OLVWHG RQ WKH 1HZ <RUN 6WRFN ([FKDQJH/ WKH $PHULFDQ 6WRFN ([FKDQJH
DQG RYHU0WKH0FRXQWHU ILUPV> D WRWDO RI 8/573 ILUPV1
47 *RUWRQ DQG 6FKPLG +5333, H[SODLQ WKH ODFN RI VLJQLILFDQFH RI EDQN SUR[\ YRWLQJ LQ WKHLU
SHUIRUPDQFH UHJUHVVLRQ E\ WKH HQGRJHQHLW\ RI WKLV YDULDEOH= SUR[\ YRWLQJ UHVXOWV IURP WKH ILUPV¶
VKDUHKROGHU VWUXFWXUH/ ZKLFK WKH DXWKRUV DOVR FRQWURO IRU LQ WKHLU UHJUHVVLRQ HTXDWLRQV1
48 7KH UHPDLQLQJ PDUNHW LV RYHU0WKH0FRXQWHU1 )LUPV WKDW DUH H[FOXVLYHO\ WUDGHG RYHU0WKH0FRXQWHU
DUH QRW LQFOXGHG LQ RXU VDPSOH1
49 )LQDQFLDO GLVWUHVV RFFXUV LI WKH DEVROXWH YDOXH RI WKH ILUP¶V ORVV H[FHHGV WKH UHVHUYHV
+5�FNODJHQ,/ L1H1/ LI WKH ERRN YDOXH RI HTXLW\ IDOOV VKRUW RI LWV IDFH YDOXH1
4: :H HOLPLQDWHG IRXU ILUPV ZLWK 0RQWDQ0FRGHWHUPLQDWLRQ DQG WZR RWKHU ILUPV ZKLFK VSHFLDO
FRGHWHUPLQDWLRQ DUUDQJHPHQWV1 2QH RI WKHVH WZR ILUPV KDV 48 VHDWV DQG JLYHV WKUHH WR ZRUNHUV>
WKH RWKHU ILUP KDV 54 VHDWV DQG JLYHV 43 WR ZRUNHUV1 7KH IRUPHU FRPSDQ\ KDV VRPH RI WKHLU
SRZHU SODQWV ORFDWHG LQ 6ZLW]HUODQG> WKHUH LV D FRQWUDFW EHWZHHQ 6ZLW]HUODQG DQG *HUPDQ\/
ZKLFK GHDOV ZLWK WKLV SUREOHP1 7KH VHFRQG H[FHSWLRQ LV 0DLQJDV $* +JDV XWLOLW\,1 7KH PDMRULW\
RI YRWLQJ VWRFN LV KHOG E\ WKH FLW\ RI )UDQNIXUW D101 7KLV ILUP KDV DJUHHG WR LQFUHDVH WKH QXPEHU
RI LWV HPSOR\HH UHSUHVHQWDWLYHV EH\RQG ZKDW LV UHTXLUHG E\ ODZ1
4; $W WKH DQQXDO VKDUHKROGHUV¶ PHHWLQJ ++DXSWYHUVDPPOXQJ²D WHUP ZKLFK PHDQV ³WKH HYHQW RI
WKH PHHWLQJ/´ EXW DOVR UHIHUV WR WKH OHJDO HQWLW\,/ VKDUHKROGHUV KDYH WKH ULJKW WR= FKDQJH WKH
FRUSRUDWH FKDUWHU +LQFOXGLQJ FKDQJHV WR WKH ILUP¶V ³HTXLW\ EDVH/´ WKDW LV/ LVVXH PRUH VWRFN,>
GLVVROYH WKH FRPSDQ\> DSSURYH WKH DQQXDO UHSRUW RI WKH PDQDJHPHQW ERDUG> GHFLGH RQ WKH ILUP¶V
SD\0RXW YLD GLYLGHQGV1 ,Q JHQHUDO/ YRWHV DW WKH DQQXDO PHHWLQJ UHTXLUH D VLPSOH PDMRULW\ +83
SHUFHQW SOXV RQH YRWH,1 +RZHYHU/ FKDQJHV WR WKH FKDUWHU +LQFOXGLQJ FKDQJHV WR WKH ³HTXLW\ EDVH´,
UHTXLUH DSSURYDO RI DW OHDVW :8 SHUFHQW +D ³TXDOLILHG PDMRULW\´, RI WKH YRWHV1 $ FRPSDQ\ PD\/ LQ
WKH FKDUWHU/ VHW D KLJKHU OHYHO WKDQ WKUHH TXDUWHUV RI WKH YRWHV/ EXW WKUHH TXDUWHUV LV WKH PLQLPXP
VHW E\ ODZ1 0RVW FRPSDQLHV IROORZ WKH :8 SHUFHQW UXOH1
4< 2XU UHVXOWV DUH QRW TXDOLWDWLYHO\ FKDQJHG LI ZH FDOFXODWH WKH +HUILQGDKO ,QGH[ RI FRQWURO ULJKWV
GLVWULEXWLRQ1 7KH H[LVWLQJ WKHRUHWLFDO PRGHOV DUH QRW RI PXFK XVH DV WKH\ DUH EDVHG RQ
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SUREDELOLVWLF YRWLQJ EHKDYLRU XQGHU WKH DVVXPSWLRQ RI RQH VKDUH0RQH YRWH1 ,Q DGGLWLRQ/ WKHVH
WKHRULHV DUH EDVHG RQ HQYLURQPHQWV ZKHUH DOO VKDUHKROGHUV DUH DOLNH H[FHSW WKDW WKH\ KDYH
GLIIHULQJ QXPEHUV RI YRWHV/ H1J1/ WKH 6KDSOH\06KXELN 3RZHU ,QGH[ +6KDSOH\ DQG 6KXELN/ 4<87, RU
WKH %DQ]KDI ,QGH[ +%DQ]KDI/ 4<98/ 4<9;,1 $OVR/ VHH /HHFK +4<;;,/ /HHFK DQG /HDK\ +4<<4,/ DQG
WKH UHIHUHQFHV FLWHG WKHUHLQ IRU IXUWKHU GLVFXVVLRQ1 %DVLFDOO\/ WKH *HUPDQ HQYLURQPHQW LV PXFK
PRUH FRPSOLFDWHG WKDQ WKHVH PRGHOV1
53 -DFREVRQ/ /D/RQGH/ DQG 6XOOLYDQ +4<<6, ILQG WKDW WKHVH ORVVHV SHUVLVW VR WKDW VL[ \HDUV ODWHU
WKHVH ZRUNHUV DUH VWLOO HDUQLQJ 58( OHVV WKDQ FRPSDUDEOH ZRUNHUV ZKR GLG QRW ORVH WKHLU MREV1
54 7KH IOH[LELOLW\ ZLWK ZKLFK WKH ILUP LV DEOH WR XVH DQG UHDOORFDWH ODERU DOVR DIIHFWV WKH ILUP¶V
RSHUDWLQJ FRVWV1 ,Q *HUPDQ\/ ZDJHV DQG ZRUNLQJ FRQGLWLRQV DUH QHJRWLDWHG RQ WKH LQGXVWU\ OHYHO
EHWZHHQ WKH UHJLRQDO ³HPSOR\HUV DVVRFLDWLRQ´ DQG WKH UHJLRQDO ODERU XQLRQ+V,1 $ UHJLRQ W\SLFDOO\
FRPSULVHV D VWDWH/ DQG LQ PRVW FDVHV WKHUH LV RQO\ D VLQJOH XQLRQ WKDW UHSUHVHQWV WKH ZRUNHUV1
7KHVH FRQWUDFWV UXQ IRU DW OHDVW RQH \HDU EXW IUHTXHQWO\ DUH PXOWL0\HDU DJUHHPHQWV1 :KLOH WKHVH
FRQWUDFWV DUH H[SOLFLW DERXW ZDJHV/ WKH\ RIWHQ OHDYH GHWDLOV RI ZRUNLQJ FRQGLWLRQV RSHQ IRU
QHJRWLDWLRQ RQ WKH ILUP OHYHO +%HULFKW GHU .RPPLVVLRQ 0LWEHVWLPPXQJ/ 4<<;/ SS1 ;:0<6,1 ,I
HTXDO UHSUHVHQWDWLRQ PDNHV ZRUNHUV PRUH SRZHUIXO WKDQ QRQ0SDULW\ FRGHWHUPLQDWLRQ/ WKHQ ODERU
FDQ DSSURSULDWH D KLJKHU IUDFWLRQ RI WKH VXUSOXV IURP FRRSHUDWLRQ ZKHQ WKHVH LVVXHV FRPH XS IRU
QHJRWLDWLRQ DW WKH ILUP OHYHO1

55 /HW β EH WKH UHJUHVVLRQ FRHIILFLHQW RI D 324 YDULDEOH LQ D VHPL0ORJDULWKPLF PRGHO/ WKHQ WKH
FKDQJH LQ WKH GHSHQGHQW YDULDEOH DV D UHVXOW RI D VZLWFK RI WKLV LQGLFDWRU YDULDEOH IURP ]HUR WR RQH
DPRXQWV WR= Hβ −4 ++DOYRUVHQ DQG 3DOPTXLVW/ 4<;3,1
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$SSHQGL[ $= 2Q &RGHWHUPLQDWLRQ

&RGHWHUPLQDWLRQ +0LWEHVWLPPXQJ, PHDQV KDYLQJ HPSOR\HH UHSUHVHQWDWLYHV RQ WKH VXSHUYLVRU\

ERDUG1 ,Q WKH QDUURZ VHQVH LW PHDQV HTXDO UHSUHVHQWDWLRQ +SDULW\ FRGHWHUPLQDWLRQ,1 7KRXJK WKH ODZV KDYH

EHHQ PRGLILHG RYHU WKH \HDUV/ DOO ILUPV LQ *HUPDQ\ DUH JRYHUQHG E\ DW OHDVW RQH RI WKH IROORZLQJ ILYH ODZV=

x 0RQWDQ00LWEHVWLPPXQJVJHVHW] +&RDO DQG 6WHHO &RGHWHUPLQDWLRQ $FW,/ DGRSWHG 0D\ 54/
4<84>

x %HWULHEVYHUIDVVXQJVJHVHW] +,QGXVWULDO &RQVWLWXWLRQ $FW,/ DGRSWHG 2FWREHU 44/ 4<85>

x 0LWEHVWLPPXQJVHUJlQ]XQJVJHVHW] +$PHQGPHQW WR &RDO DQG 6WHHO &RGHWHUPLQDWLRQ $FW,/
DGRSWHG $XJXVW :/ 4<89>

x 0LWEHVWLPPXQJVJHVHW] +&RGHWHUPLQDWLRQ $FW,/ DGRSWHG 0D\ 7/ 4<:9>

x $NWLHQJHVHW] +6WRFN &RUSRUDWLRQ $FW,/ DGRSWHG 6HSWHPEHU 9/ 4<981

&RGHWHUPLQDWLRQ VWDUWHG ZLWK 0RQWDQ0FRGHWHUPLQDWLRQ LQ 4<84> LW UHTXLUHV HTXDO UHSUHVHQWDWLRQ IRU

FRUSRUDWLRQV +L1H1/ FRPSDQLHV ZLWK OLPLWHG OLDELOLW\, LQ WKH FRDO DQG VWHHO LQGXVWULHV1 7KH VHFRQG ODZ/

%HWULHEVYHUIDVVXQJVJHVHW] +4<85,/ H[WHQGHG FRGHWHUPLQDWLRQ WR DOO FRUSRUDWLRQV/ UHTXLULQJ WKDW D WKLUG RI WKH

VHDWV EH JLYHQ WR HPSOR\HH UHSUHVHQWDWLYHV +VHH VHFWLRQ :9 SDUDJUDSK 9 DQG V ;4 SDUD 4,1 ,Q 4<:9/ HTXDO

UHSUHVHQWDWLRQ ZDV H[WHQGHG IURP FRDO DQG VWHHO WR FRUSRUDWLRQV RI DOO RWKHU LQGXVWULHV> KRZHYHU/ XQOLNH LQ

FRDO DQG VWHHO/ WKH FKDLUPDQ ZDV JLYHQ D VHFRQG YRWH1 7KH WKLUG ODZ/ 0LWEHVWLPPXQJVHUJlQ]XQJVJHVHW]/

VXSSOHPHQWV WKH 4<84 0RQWDQ0FRGHWHUPLQDWLRQ ODZ DQG GHDOV ZLWK WKH TXHVWLRQ RI KRZ FRGHWHUPLQDWLRQ LV

RUJDQL]HG LQ FRQFHUQV> LW LV QRW RI VSHFLDO LQWHUHVW KHUH VLQFH ZH DQDO\]H XQFRQVROLGDWHG ILQDQFLDO VWDWHPHQWV1

6HFWLRQ :9/ SDUDJUDSK 4/ RI %HWULHEVYHUIDVVXQJVJHVHW] +WKH ,QGXVWULDO &RQVWLWXWLRQ $FW, DVVLJQV RQH

WKLUG RI WKH VXSHUYLVRU\ ERDUG VHDWV RI D VWRFN FRUSRUDWLRQ WR HPSOR\HH UHSUHVHQWDWLYHV1 6HFWLRQ :9/

SDUDJUDSK 9/ VD\V WKDW IDPLO\0RZQHG VWRFN FRUSRUDWLRQV WKDW KDYH OHVV WKDQ 833 HPSOR\HHV DUH QRW VXEMHFW WR

FRGHWHUPLQDWLRQ1 ³)DPLO\0RZQHG´ PHDQV WKDW WKHUH LV D VLQJOH VKDUHKROGHU WKDW LV D QDWXUDO SHUVRQ RU WKH

VKDUHKROGHUV DUH UHODWLYHV RU LQ0ODZV1 6HFWLRQ ;4/ SDUDJUDSK 4/ H[FOXGHV IURP FRGHWHUPLQDWLRQ ILUPV ZLWK

SROLWLFDO/ XQLRQ/ UHOLJLRXV/ FKDULWDEOH/ HGXFDWLRQDO/ VFLHQWLILF/ DUWLVWLF/ RU VLPLODU LQWHUHVWV1

0RQWDQ00LWEHVWLPPXQJVJHVHW] +&RDO DQG 6WHHO &RGHWHUPLQDWLRQ $FW, DSSOLHV WR FRUSRUDWLRQV WKDW

H[WUDFW LURQ RUH RU FRDO DQG WR FRUSRUDWLRQV WKDW PDQXIDFWXUH EDVLF LURQ DQG VWHHO1 7KLV ODZ RYHUULGHV 6HFWLRQ

:9/ SDUDJUDSK 9/ RI %HWULHEVYHUIDVVXQJVJHVHW] DQG RYHUULGHV $NWLHQJHVHW]1 7KH QXPEHU RI VHDWV RQ WKH

VXSHUYLVRU\ ERDUG LV 44/ 48/ RU 541 (OHYHQ LV WKH PLQLPXP1 7KH ILUP PD\ FKRRVH WKH QXPEHU 48 LI WKH IDFH

YDOXH RI HTXLW\ H[FHHGV 53 PLOOLRQ '01 ,W PD\ FKRRVH 54 LI WKH IDFH YDOXH RI HTXLW\ H[FHHGV 83 PLOOLRQ '01

7KH ODZ GHVFULEHV WKH FRPSRVLWLRQ RI WKH ERDUG VHDWV IRU WKH FDVH RI 44 VHDWV1 )RU KLJKHU QXPEHUV RI VHDWV/

WKH SURSRUWLRQV UHPDLQ WKH VDPH1 7KH VXSHUYLVRU\ ERDUG FRQVLVWV RI IRXU UHSUHVHQWDWLYHV RI WKH VKDUHKROGHUV
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DQG D IXUWKHU PHPEHU> IRXU UHSUHVHQWDWLYHV RI WKH HPSOR\HHV DQG D IXUWKHU PHPEHU> DQG D IXUWKHU PHPEHU

+FROORTXLDO= QHXWUDO PHPEHU,1 7KHVH %IXUWKHU% PHPEHUV DUH QRW DOORZHG WR EH UHSUHVHQWDWLYHV RI ODERU XQLRQV

RU HPSOR\HU DVVRFLDWLRQV> WKH\ DUH QRW DOORZHG WR KDYH DQ\ HFRQRPLF UHODWLRQVKLS WR RU LQWHUHVW LQ WKH ILUP1

%DVLFDOO\/ HDFK VLGH HOHFWV ILYH PHPEHUV1 7KH VR0FDOOHG QHXWUDO PHPEHU LV SURSRVHG E\ WKH +UHVW RI WKH,

VXSHUYLVRU\ ERDUG> ERWK VLGHV KDYH WKH VDPH YRWLQJ SRZHU KHUH +WKH QHXWUDO PHPEHU LV QRW HOHFWHG E\ WKH

ERDUG LWVHOI EXW E\ WKH VDPH FRPPLWWHH DV WKH RWKHU ERDUG PHPEHUV,1

0RQWDQ0FRGHWHUPLQDWLRQ LV WKH RQO\ IRUP RI FRGHWHUPLQDWLRQ WKDW JUDQWV ZRUNHUV D UHSUHVHQWDWLYH RQ

WKH ILUP¶V PDQDJHPHQW ERDUG1 7KLV VR0FDOOHG ODERU GLUHFWRU +$UEHLWVGLUHNWRU, LV/ OLNH DQ\ RWKHU PHPEHU RI

WKH PDQDJHPHQW ERDUG/ DSSRLQWHG E\ WKH VXSHUYLVRU\ ERDUG1 8QOLNH DQ\ RWKHU PHPEHU KRZHYHU/ KH FDQQRW

EH DSSRLQWHG DJDLQVW WKH PDMRULW\ RI YRWHV RI WKH HPSOR\HH UHSUHVHQWDWLYHV1

0LWEHVWLPPXQJVJHVHW] +&RGHWHUPLQDWLRQ $FW, DSSOLHV WR DOO FRUSRUDWLRQV ZLWK UHJXODUO\ PRUH WKDQ

5/333 HPSOR\HHV LI WKH\ DUH QRW VXEMHFW WR 0RQWDQ0FRGHWHUPLQDWLRQ1 +DOI WKH PHPEHUV RI WKH VXSHUYLVRU\

ERDUG DUH HPSOR\HH UHSUHVHQWDWLYHV/ WKH RWKHU KDOI DUH VKDUHKROGHU UHSUHVHQWDWLYHV1 7KH QXPEHU RI VHDWV RQ

WKH VXSHUYLVRU\ ERDUG LV HTXDO WR 45 LI WKH QXPEHU RI HPSOR\HHV UHJXODUO\ GRHV QRW H[FHHG 43/333> 49 LI WKH

QXPEHU RI HPSOR\HHV UHJXODUO\ H[FHHGV 43/333 EXW GRHV QRW H[FHHG 53/333> 53 LI WKH QXPEHU RI HPSOR\HHV

UHJXODUO\ H[FHHGV 53/3331 7KH &RGHWHUPLQDWLRQ $FW +DV WKH ,QGXVWULDO &RQVWLWXWLRQ $FW, GRHV QRW DSSO\ WR

ILUPV ZLWK SROLWLFDO/ XQLRQ/ UHOLJLRXV/ FKDULWDEOH/ HGXFDWLRQDO/ VFLHQWLILF/ DUWLVWLF/ RU VLPLODU LQWHUHVWV1 $OVR/

ILUPV LQ WKH PHGLD LQGXVWU\ DUH H[FOXGHG +WR VDIHJXDUG IUHHGRP RI VSHHFK,1

7KH PHPEHUV RI WKH VXSHUYLVRU\ ERDUG HOHFW WKH VXSHUYLVRU\ ERDUG¶V FKDLUPDQ DQG WKH YLFH0FKDLUPDQ

ZLWK WZR0WKLUGV RI WKH YRWHV1 ,I WKH FDQGLGDWHV IDLO WR REWDLQ WKHVH PDMRULWLHV/ WKH VKDUHKROGHU UHSUHVHQWDWLYHV

HOHFW WKH FKDLUPDQ DQG WKH HPSOR\HH UHSUHVHQWDWLYHV HOHFW WKH YLFH0FKDLUPDQ1 7KLV YRWLQJ VFKHPH HQVXUHV

WKDW WKH FKDLUPDQ DOZD\V LV D VKDUHKROGHU UHSUHVHQWDWLYH1 :KHQ WKH YRWHV RQ VXSHUYLVRU\ ERDUG GHFLVLRQV

KDYH EHHQ WLHG WZLFH RQ WKH VDPH VXEMHFW/ WKH FKDLUPDQ FDQ H[HUFLVH DQ H[WUD YRWH1

7KH 6WRFN &RUSRUDWLRQ $FW +$NWLHQJHVHW], GRHV QRW RYHUULGH DQ\ RI WKH &RGHWHUPLQDWLRQ $FWV

PHQWLRQHG DERYH1 $FFRUGLQJ WR WKLV ODZ/ WKH QXPEHU RI PHPEHUV RI WKH VXSHUYLVRU\ ERDUG LV HTXDO WR WKUHH1

7KH FRPSDQ\*V FKDUWHU PD\ FKRRVH D KLJKHU QXPEHU/ ZKLFK PXVW EH GLYLVLEOH E\ WKUHH1 +RZHYHU/ WKH ODZ

JLYHV PD[LPXP QXPEHUV IRU WRWDO ERDUG VHDWV= QLQH LI WKH IDFH YDOXH RI HTXLW\ GRHV QRW H[FHHG 6 PLOOLRQ

'0> 48 LI WKH IDFH YDOXH RI HTXLW\ H[FHHGV 6 PLOOLRQ '0 EXW GRHV QRW H[FHHG 53 PLOOLRQ '0> 54 LI WKH IDFH

YDOXH RI HTXLW\ H[FHHGV 53 PLOOLRQ '01
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$SSHQGL[ %= 'DWD 6RXUFHV DQG &RQVWUXFWLRQ

7KH VDPSOH FRQVLVWV RI WKH ODUJHVW 583 VWRFN FRUSRUDWLRQV LQ *HUPDQ\ WKDW WUDGHG DW WKH HQG RI WKH

\HDU 4<<6 LQ DW OHDVW RQH RI WKH WZR WRS0WLHU PDUNHW VHJPHQWV= DPWOLFKHU +DQGHO RU JHUHJHOWHU 0DUNW1 ,Q

IRUPLQJ WKH VDPSOH/ FRPSDQ\ VL]H ZDV PHDVXUHG E\ WRWDO DVVHWV1 7KH VDPSOH GRHV QRW LQFOXGH=

x .RPPDQGLWJHVHOOVFKDIWHQ DXI $NWLHQ +.*D$V> D K\EULG RUJDQL]DWLRQDO IRUP EHWZHHQ D
SDUWQHUVKLS DQG D VWRFN FRUSRUDWLRQ,>

x )LQDQFLDO ILUPV +EDQNV/ LQVXUDQFH FRPSDQLHV/ EURNHUDJH ILUPV/ ILQDQFLDO KROGLQJ VKHOOV,>

x 3XEOLF WUDQVSRUWDWLRQ FRPSDQLHV>

x 5HDO HVWDWH FRPSDQLHV>

x &RPSDQLHV RI EHQHILW WR WKH SXEOLF +JHPHLQQ�W]LJ, RU ZLWK FRRSHUDWLYH FKDUDFWHU>

x &RPSDQLHV WKDW DUH LQ WKH VWDWH RI OLTXLGDWLRQ RU WKDW KDYH ILOHG D SHWLWLRQ IRU EDQNUXSWF\1

)URP WKH OLVW RI 583 FRUSRUDWLRQV ZH GURS ILUPV LI=

x 7KH FRPSDQ\ LV VXEMHFW WR 0RQWDQ0FRGHWHUPLQDWLRQ/ IROORZV VSHFLDO FRGHWHUPLQDWLRQ
DUUDQJHPHQWV/ RU LV QRW VXEMHFW WR FRGHWHUPLQDWLRQ DW DOO1

x 7KH FRPSDQ\ LV LQ ILQDQFLDO GLVWUHVV LQ DW OHDVW RQH RI WKH \HDUV LQ WKH VDPSOH1 )LQDQFLDO GLVWUHVV
RFFXUV LI WKH DEVROXWH YDOXH RI WKH ILUP¶V ORVV H[FHHGV WKH UHVHUYHV +5�FNODJHQ,/ L1H1/ ERRN YDOXH
RI HTXLW\ IDOOV VKRUW RI IDFH YDOXH1

x 7KH FRPSDQ\ XQGHUZHQW UHVWUXFWXULQJ IROORZLQJ D PHUJHU GXULQJ WKH VDPSOH SHULRG1

0RUHRYHU/ ZH GLVFDUGHG REVHUYDWLRQV ZKHQ ILUPV ZHUH WUDQVIRUPHG LQWR VWRFN FRUSRUDWLRQV GXULQJ WKH ILVFDO

\HDU LQ TXHVWLRQ1

:H DQDO\]H WKH ILUVW ILVFDO \HDU WKDW HQGV LQ D FDOHQGDU \HDU1 +,I WKHUH DUH LQFRPSOHWH ILVFDO \HDUV

WKHUH PD\ EH WZR ILVFDO \HDUV HQGLQJ LQ RQH FDOHQGDU \HDU1, :H DQDO\]H WKH XQFRQVROLGDWHG UHSRUWV1 :KHQ

ZH ORRN DW LQFRPSOHWH ILVFDO \HDUV ZH VFDOH WKH IORZV WR 450PRQWK YDOXHV1 :H GR VR IRU UHWXUQ RQ DVVHWV

+52$,/ UHWXUQ RQ HTXLW\ +52(,/ DQG ERDUG FRPSHQVDWLRQ1

7KH QXPEHU RI REVHUYDWLRQV YDULHV E\ WKH UHJUHVVLRQ DSSURDFK1 2QH RI WKH UHDVRQV IRU WKLV LV WKDW

VRPH RI WKH VDPSOH ILUPV DUH WUDQVIRUPHG IURP SDUWQHUVKLSV LQWR VWRFN FRUSRUDWLRQV GXULQJ WKH DQDO\]HG

SHULRG1 $QRWKHU UHDVRQ LV PLVVLQJ GDWD IRU VRPH RI WKH YDULDEOHV1 )RU H[DPSOH/ IRU D IHZ \HDUV DQG ILUPV QR

LQIRUPDWLRQ RQ JURVV LQWHUHVW H[SHQVHV ZDV JLYHQ LQ WKH DQQXDO UHSRUWV/ DQG FRQVHTXHQWO\/ UHWXUQ RQ DVVHWV

FRXOG QRW EH FDOFXODWHG1

7KH GDWD XVHG ZKHQ H[SODLQLQJ WKH VWDQGDUG GHYLDWLRQ RI VWRFN UHWXUQV LV D VXEVHW RI WKH VDPSOH XVHG

IRU WKH SHUIRUPDQFH UHJUHVVLRQV1 7KLV LV EHFDXVH IRU VWRFNV ZLWK ORZ OLTXLGLW\/ QR VWDQGDUG GHYLDWLRQV ZHUH
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SXEOLVKHG1 $OVR WKH +XQEDODQFHG, SDQHO XVHG IRU WKH ERDUG FRPSHQVDWLRQ DQDO\VLV LV D VXEVHW RI WKH VDPSOH

XVHG IRU WKH SHUIRUPDQFH UHJUHVVLRQV1 7KH UHDVRQ LV PLVVLQJ LQIRUPDWLRQ RQ ERDUG FRPSHQVDWLRQ/ ZKLFK LV

GXH WR RQH RI WKH IROORZLQJ UHDVRQV=

x %RDUG FRPSHQVDWLRQ GDWD LV QRW UHSRUWHG LQ +RSSHQVWHGW/ %XQGHVDQ]HLJHU/ RU WKH FRPSDQ\
UHSRUW>

x ,Q DW OHDVW RQH \HDU/ ERDUG FRPSHQVDWLRQ LQFOXGHV SD\PHQWV IRU SUHYLRXV \HDUV RI DQ XQNQRZQ
DPRXQW +DQG FRQVHTXHQWO\ FDQQRW EH VXEWUDFWHG,>

x ,Q DW OHDVW RQH \HDU/ WKHUH DUH SD\PHQWV UHSRUWHG IRU SUHYLRXV \HDUV WKDW IDOO LQWR WKH SDQHO
SHULRG/ EXW WKH DPRXQWV RI WKHVH SD\PHQWV DUH QRW NQRZQ DQG WKH \HDUV DUH QRW JLYHQ>

x ,Q DW OHDVW RQH \HDU WKH ERDUG ZDV +DW OHDVW SDUWLDOO\, FRPSHQVDWHG E\ WKH SDUHQW FRPSDQ\ E\ DQ
XQNQRZQ DPRXQW1

7KH HTXLW\ RZQHUVKLS VWUXFWXUH GDWD DUH IURP 6DOLQJ $NWLHQI�KUHU/ HG1 E\ 9HUODJ +RSSHQVWHGW )

&R1/ 'DUPVWDGW/ YDULRXV LVVXHV1 7KHVH DUH DQQXDO YROXPHV1 7KH LQIRUPDWLRQ LV EDVHG RQ 6HSWHPEHU 63 RI

HDFK \HDU1 $QQXDO UHSRUWV DUH WDNHQ IURP= +DQGEXFK GHU GHXWVFKHQ $NWLHQJHVHOOVFKDIWHQ/ HG1 E\ 9HUODJ

+RSSHQVWHGW ) &R1/ 'DUPVWDGW/ YDULRXV LVVXHV1 7KHVH YROXPHV DUH SXEOLVKHG DQQXDOO\1 ,Q D IHZ LQVWDQFHV

ZH KDG WR UHVRUW WR WKH FRPSDQ\ UHSRUWV WKHPVHOYHV LQ RUGHU WR FRPSOHWH WKH GDWD1 $OVR/ ZH XVHG WKH

FRPSDQ\ VWDWHPHQWV DV SXEOLVKHG LQ %XQGHVDQ]HLJHU/ DQ RIILFLDO SXEOLFDWLRQ RI WKH *HUPDQ 0LQLVWU\ RI

-XVWLFH1
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$SSHQGL[ &= 'HILQLWLRQV RI 9DULDEOHV

7KLV DSSHQGL[ H[SODLQV KRZ WKH YDULDEOHV ZHUH FDOFXODWHG1 'HWDLOV RQ *HUPDQ DFFRXQWLQJ DUH IRXQG

LQ 2UGHOKHLGH DQG 3IDII +4<<7,1

'HILQLWLRQ RI 'HSHQGHQW 9DULDEOHV

+4, 0DUNHW0WR0ERRN UDWLR RI HTXLW\ +07%,1 7KH QXPHUDWRU LV WKH HQG0RI0FDOHQGDU0\HDU PDUNHW

YDOXH RI HTXLW\/ DJJUHJDWHG RYHU DOO FDWHJRULHV RI VWRFN1 7KHUH DUH IHZ ILUPV IRU ZKLFK QRW DOO FDWHJRULHV RI

VWRFN DUH WUDGHG1 1RQ0WUDGHG VKDUHV DUH HLWKHU VWDQGDUG YRWLQJ VWRFNV +ZKHQ QRQYRWLQJ VWRFN LV WUDGHG RQO\,

RU VWRFNV ZLWK PXOWLSOH YRWHV +ZKHQ VWRFNV ZLWK VLQJOH YRWHV DUH WUDGHG,1 ,Q WKHVH LQVWDQFHV/ ZH SULFH QRQ0

WUDGHG VWRFNV WKH VDPH DV WUDGHG VWRFNV1 $Q DOWHUQDWLYH VWUDWHJ\ ZRXOG EH WR DGMXVW WKH SULFH RI QRQ0WUDGHG

VWRFNV YLD GLVFRXQWV RU SUHPLXPV DFFRUGLQJ WR WKHLU GLIIHUHQW HQGRZPHQWV ZLWK YRWHV1 +RZHYHU/ RQH FDQ

H[SHFW WKDW WKH SULFH RI WKH QRZ WUDGHG VWRFN ZRXOG EH KLJKHU LI WKH FXUUHQWO\ QRQ0WUDGHG VWRFN WUDGHG WRR1

7KLV LV EHFDXVH RI WKH SUREDELOLW\ RI D FRQWURO FKDQJH WKURXJK ELGGHUV +ZKLFK PLJKW DIIHFW WKH GLYLGHQG

VWUHDP RQ YRWLQJ DQG QRQYRWLQJ VWRFN, ZRXOG WKHQ EH KLJKHU1 'XH WR ODFN RI TXDQWLWDWLYH HYLGHQFH DV WR KRZ

WKH QRZ WUDGHG VWRFN ZRXOG FKDQJH LQ SULFH LI WKH FXUUHQWO\ QRQ0WUDGHG VWRFN EHFDPH WUDGHG/ ZH GR QRW PDNH

DQ\ DGMXVWPHQWV1 :H UDWKHU YLHZ WKH H[LVWHQFH RI PXOWLSOH FDWHJRULHV RI VWRFN DQG WKH IDFW WKDW VRPH RI WKHP

DUH QRW WUDGHG/ DV HQGRJHQRXV/ L1H1/ DV H[SODLQHG E\ WKH ILUP¶V HTXLW\ FRQWURO VWUXFWXUH1

7KH QXPHUDWRU LV WKH HQG0RI0FDOHQGDU \HDU ERRN YDOXH RI HTXLW\1 )RU ILUPV ZLWK RWKHU WKDQ FDOHQGDU

ILVFDO \HDUV WKH ERRN YDOXH ZDV OLQHDUO\ LQWHUSRODWHG1 ,Q WKH UHJUHVVLRQV/07% ZDV XVHG LQ ORJDULWKPLF IRUP1

7KH ERRN YDOXH RI HTXLW\ LV FDOFXODWHG DV IROORZV=

*H]HLFKQHWHV .DSLWDO +VXEVFULEHG FDSLWDO,

0 $XVVWHKHQGH (LQODJHQ DXI GDV .DSLWDO +XQSDLG FRQWULEXWLRQV RQ VXEVFULEHG FDSLWDO,

. 5�FNODJHQ +UHVHUYHV,

0 5�FNODJHQ I�U HLJHQH $QWHLOH +UHVHUYHV KHOG DJDLQVW RZQ VKDUHV,

. *HQX�VFKHLQNDSLWDO +SDUWLFLSDWLRQ FHUWLILFDWHV/ LI SD\PHQWV WR WKHVH VHFXULWLHV DUH LQFOXGHG
LQ WKH UHVXOW RI RUGLQDU\ EXVLQHVV DFWLYLW\,

. 318 î 6RQGHUSRVWHQ PLW 5�FNODJHDQWHLO +VSHFLDO LWHP ZLWK D UHVHUYH FRPSRQHQW,1

7KH ³VSHFLDO LWHP ZLWK D UHVHUYH FRPSRQHQW´ LV PXOWLSOLHG E\ 318> WKLV LV EHFDXVH WKLV LWHP KDV QRW

EHHQ WD[HG \HW1 7KH WD[ UDWH RI 318 LV QRW WKH OHJLVODWHG WD[ UDWH1 7KH HIIHFWLYH WD[ UDWH LV QRW NQRZQ VLQFH LW

GHSHQGV RQ DFWXDO LQFRPH DQG LV DIIHFWHG E\ LQFRPH VPRRWKLQJ YLD GHFODUDWLRQ RI SURYLVLRQV1 :H IROORZ WKH

XVXDO DFDGHPLF DQG SUDFWLWLRQHU SURFHGXUH DQG XVH 3181
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3DUWLFLSDWLRQ FHUWLILFDWHV DUH D NLQG RI SUHIHUUHG VWRFN1 7KHUH LV D ZLGH YDULHW\1 6RPHWLPHV WKH

RZQHU LV JXDUDQWHHG D ORZ LQWHUHVW UDWH/ EXW DOVR UHFHLYHV VRPH UHVLGXDO LQFRPH/ GHSHQGLQJ RQ WKH FRPSDQ\*V

SURILW1 7KHUH DUH DOVR FDVHV ZKHUH WKH\ SDUWLFLSDWH LQ WKH ORVVHV1 /HJDOO\/ WKH FRPSDQ\ FDQ FKRRVH WKH

FRQGLWLRQV XQGHU ZKLFK UHVLGXDO SURILW LV SDLG DQG WKHUH DUH PDQ\ YDULDWLRQV1 ,Q VRPH FDVHV/ WKHVH OLDELOLWLHV

DUH YHU\ VLPLODU WR SUHIHUUHG VWRFN/ ZKLOH LQ RWKHU FDVHV WKH\ DUH FORVH WR ERQGV ZLWK IL[HG LQWHUHVW SD\PHQWV1

:H GHILQH WKHP DV HTXLW\ LI WKH SD\PHQWV WR WKHVH VHFXULWLHV ZHUH LQFOXGHG LQ WKH UHVXOW RI RUGLQDU\ EXVLQHVV

DFWLYLW\1 2WKHUZLVH WKH\ DUH UHJDUGHG DV GHEW1

+5, 5HWXUQ RQ DVVHWV +52$,1 7KH QXPHUDWRU FRQVLVWV RI=

=LQVHQ XQG lKQOLFKH $XIZHQGXQJHQ +LQWHUHVW DQG VLPLODU H[SHQVHV,

. (UJHEQLV GHU JHZ|KQOLFKHQ *HVFKlIWVWlWLJNHLW +UHVXOW RI RUGLQDU\ EXVLQHVV DFWLYLW\,

. (QWORKQXQJ GHV *HQX�VFKHLQNDSLWDOV +SD\PHQWV WR SDUWLFLSDWLRQ FHUWLILFDWHV, LI QRW
LQFOXGHG LQ RQH RI WKH SUHYLRXV WZR SRVLWLRQV1

7KH GHQRPLQDWRU RI 52$ LV WKH HQG0RI0ILVFDO0\HDU YDOXH RI WRWDO DVVHWV1 ,W LV FDOFXODWHG DV IROORZV=

%LODQ]VXPPH +EDODQFH VKHHW WRWDO,

0 $XVVWHKHQGH (LQODJHQ DXI GDV .DSLWDO +XQSDLG FRQWULEXWLRQV RQ VXEVFULEHG FDSLWDO,

0 5�FNODJHQ I�U HLJHQH $QWHLOH +UHVHUYHV KHOG DJDLQVW RZQ VKDUHV,

0 'LVDJLR +ORDQ UHGHPSWLRQ SUHPLXP,1

+6, 5HWXUQ RQ HTXLW\ +52(,1 7KH QXPHUDWRU LV (UJHEQLV GHU JHZ|KQOLFKHQ *HVFKlIWVWlWLJNHLW

+UHVXOW RI RUGLQDU\ EXVLQHVV DFWLYLW\,/ ZKLFK LV D SUH0WD[ SRVLWLRQ1 ,W GRHV QRW LQFOXGH H[WUDRUGLQDU\ LQFRPH

DQG H[SHQVHV/ WD[HV RQ SURILWV/ DQG RWKHU WD[HV1 7KH GHQRPLQDWRU RI 52( LV WKH HQG0RI0ILVFDO0\HDU ERRN

YDOXH RI HTXLW\ DV GHILQHG DERYH1

+7, /LQHV RI %XVLQHVV1 7KH QXPEHU RI OLQHV RI EXVLQHVV LV EDVHG RQ ,6,& GLYLVLRQV +,QWHUQDWLRQDO

6WDQGDUG ,QGXVWULDO &ODVVLILFDWLRQ RI $OO (FRQRPLF $FWLYLWLHV/ 8QLWHG 1DWLRQV/ 4<<3,1 7KH FODVVLILFDWLRQ ZDV

XQGHUWDNHQ E\ WKH DXWKRUV EHFDXVH WKHUH LV QR SXEOLFO\ DYDLODEOH RIILFLDO LQGXVWU\ FODVVLILFDWLRQ RI WKH

FRUSRUDWLRQV LQ RXU VDPSOH1 ,Q WKH UHJUHVVLRQV/ WKH QXPEHU RI OLQHV RI EXVLQHVV ZDV XVHG LQ ORJDULWKPLF

IRUP1

+8, 6WDQGDUG GHYLDWLRQ RI VWRFN UHWXUQV1 7KH\ DUH IURP *|SSO HW DO1 +4<<9, ZKR FDOFXODWHG WKHP

RQ WKH EDVLV RI DQQXDOL]HG ZHHNO\ FRQWLQXRXV WRWDO UHWXUQV1 ,Q WKH UHJUHVVLRQ DQDO\VLV ZH XVH WKH GHEW0HTXLW\

UDWLR LQ ORJDULWKPLF IRUP1
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+9, )LUP OHYHUDJH1 /HYHUDJH ZDV PHDVXUHG E\ WKH GHEW0HTXLW\ UDWLR/ EDVHG RQ HQG0RI0ILVFDO0\HDU

YDOXHV1 'HEW LV QRQ0HTXLW\ OLDELOLWLHV ZLWK VWDWHG PDWXULW\1 (TXLW\ LV FDOFXODWHG DV GHVFULEHG DERYH1 ,Q WKH

UHJUHVVLRQ DQDO\VLV ZH XVH WKH GHEW0HTXLW\ UDWLR LQ ORJDULWKPLF IRUP1

+:, (PD[= 6L]H RI WKH ODUJHVW IUDFWLRQ RI YRWHV FRQWUROOHG E\ D VLQJOH VKDUHKROGHU1

+;, %RDUG FRPSHQVDWLRQ1 0DQDJHPHQW ERDUG DQG VXSHUYLVRU\ ERDUG FRPSHQVDWLRQ LV PHDVXUHG RQ

D SHU0FDSLWD EDVLV/ EHFDXVH FRPSHQVDWLRQ GDWD IRU LQGLYLGXDO ERDUG PHPEHUV LV QRW SXEOLFO\ DYDLODEOH1 6LQFH

ZH DQDO\]H WKH XQFRQVROLGDWHG UHSRUWV ZH VXEWUDFW FRPSHQVDWLRQ REWDLQHG IURP VXEVLGLDULHV1 0HPEHUV RI

WKH PDQDJHPHQW ERDUG +DQG OHVV IUHTXHQWO\/ PHPEHUV RI WKH VXSHUYLVRU\ ERDUG, RI ODUJH ILUPV WHQG WR KROG

ERDUG VHDWV LQ VXEVLGLDULHV1 :H VXEWUDFWHG OLFHQVH IHHV DQG VHYHUDQFH SD\ WR PDQDJHPHQW ERDUG PHPEHUV1

:H VXEWUDFW FRPSHQVDWLRQ SDLG IRU SUHYLRXV \HDUV DQG DGG LW WR WKH UHVSHFWLYH \HDUV1 +7KH ODWWHU FDQ RQO\ EH

GRQH LI WKH SD\PHQWV ZHUH PDGH ZLWKLQ WKH SHULRG FRYHUHG E\ WKH SDQHO1 +RZHYHU/ WKHVH SD\PHQWV DUH UDUH

DQG DOZD\V VPDOO1,

'HILQLWLRQ RI ,QGHSHQGHQW 9DULDEOHV

7KH FRQWURO VWUXFWXUH YDULDEOH (PD[ DOVR VHUYHV DV DQ LQGHSHQGHQW YDULDEOH1 ,Q WKLV XVH/ LW ZDV

ODJJHG E\ RQH \HDU1 :LWK WKH H[FHSWLRQ &R/ VXFK D ODJ ZDV DSSOLHG DOVR WR DOO RWKHU YDULDEOHV WKDW ZHUH

HPSOR\HG WR GHVFULEH WKH ILUP¶V FRQWURO VWUXFWXUH +((/ (0/ (%/ ()/ (1/ (*/ 95/ WR EH GHVFULEHG EHORZ,1

)RU H[DPSOH/ IRU WKH ILVFDO \HDU 4<<6 +RU 4<<52<6 IRU ILUPV ZLWK RWKHU WKDQ FDOHQGDU ILVFDO \HDUV,/ WKH ILUP¶V

FRQWURO VWUXFWXUH YDULDEOHV GDWH IURP 6HSWHPEHU 63/ 4<<51

+4, &R= (TXDO WR 4 LI WKH ILUP LV VXEMHFW WR HTXDO UHSUHVHQWDWLRQ RQ WKH VXSHUYLVRU\ ERDUG> 3

RWKHUZLVH1

+5, ((= )UDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ QRQ0H[HFXWLYH HPSOR\HHV1

+6, (0= )UDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ PDQDJHPHQW1 7KLV LQFOXGHV YRWLQJ VWRFN

FRQWUROOHG E\ WKH ILUP WKURXJK FURVV0VKDUHKROGLQJ1

+7, (%= )UDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ GRPHVWLF EDQNV1 *RYHUQPHQW0RZQHG

VSHFLDO0SXUSRVH EDQNV +H1J1/ .UHGLWDQVWDOW I�U :LHGHUDXIEDX> %D\HULVFKH /DQGHVDQVWDOW I�U

$XIEDXILQDQ]LHUXQJ, DUH QRW LQFOXGHG EXW LQVWHDG FODVVLILHG DV JRYHUQPHQW HQWLWLHV1

+8, ()= )UDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ +GRPHVWLF RU IRUHLJQ, IDPLOLHV +LQFOXGLQJ IDPLO\

WUXVWV,1 ,I D IDPLO\ FRQWUROV D ILUP WKDW FRQWUROV VWRFN LQ D VDPSOH ILUP/ WKHQ WKLV VKDUHKROGHU FRXQWV DV

³IDPLO\´ LI +DQG RQO\ LI, WKH IDPLO\ KROGV D VHDW RQ WKH VDPSOH ILUP¶V VXSHUYLVRU\ ERDUG1

+9, (1= )UDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ +GRPHVWLF RU IRUHLJQ, QRQILQDQFLDO ILUPV1
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+:, (*= )UDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ GRPHVWLF JRYHUQPHQW HQWLWLHV/ LQFOXGLQJ

JRYHUQPHQW0FRQWUROOHG VSHFLDO0SXUSRVH EDQNV DQG JRYHUQPHQW0FRQWROOHG WUXVWV1

+;, 95= (TXDO WR 4 LI WKH ILUP KDV DGRSWHG D YRWLQJ UHVWULFWLRQ/ 3 RWKHUZLVH1 9RWLQJ UHVWULFWLRQV

SXW D FHLOLQJ WR WKH IUDFWLRQ RI WRWDO YRWLQJ VWRFN D EORFN KROGHU FDQ H[HUFLVH DW WKH DQQXDO PHHWLQJ1

+<, 5= 7RWDO VWRFN UHWXUQ RI WKH ILUP IRU WKH \HDU1 7KH GDWD DUH IURP *|SSO HW DO1 +4<<9,1

+43, /9= /HYHUDJH +IUDFWLRQ RI QRQ0HTXLW\ OLDELOLWLHV LQ WRWDO OLDELOLWLHV, EDVHG RQ HQG0RI0ILVFDO \HDU

YDOXHV1 (TXLW\ LV FDOFXODWHG DV GHVFULEHG DERYH1 7RWDO OLDELOLWLHV DUH HTXDO WR WRWDO DVVHWV/ ZKLFK DUH

GHVFULEHG DERYH1 ,Q WKH UHJUHVVLRQ DQDO\VLV ZH XVH WKLV YDULDEOH LQ ORJDULWKPLF IRUP1

+44, ,QGXVWU\ LQGLFDWRU YDULDEOHV1 7KHVH 324 YDULDEOHV LQGLFDWH WKH LQGXVWU\ WKH ILUP LQ TXHVWLRQ LV

RSHUDWLQJ LQ1 ,QGXVWULHV DUH EDVHG RQ ,6,& FDWHJRULHV1 &DWHJRU\ ' +PDQXIDFWXULQJ, VHUYHV DV WKH UHIHUHQFH

FDWHJRU\1

+45, 6WRFN PDUNHW FDSLWDOL]DWLRQ +60&,= 1DWXUDO ORJ RI QXPHUDWRU RI PDUNHW0WR0ERRN UDWLR RI

HTXLW\/ 07%/ PHDVXUHG LQ XQLWV RI 4 '0 DQG ODJJHG E\ RQH \HDU1 :KHQ (PD[ ZDV XVHG DV D GHSHQGHQW

YDULDEOH/ 60& LV WDNHQ IURP WKH HQG RI WKH FDOHQGDU \HDU 4<<41 +,Q WKDW FDVH (PD[ GDWHV IURP 6HSWHPEHU 63/

4<<51,
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5HIHUHQFHV

$ERZG/ -RKQ 01 +4<;<,/ %7KH (IIHFW RI :DJH %DUJDLQV RQ WKH 6WRFN 0DUNHW 9DOXH RI WKH )LUP/% $PHULFDQ
(FRQRPLF 5HYLHZ :<= ::70;331

$RNL/ 0DVDKLNR +4<;3,/ ³$ 0RGHO RI WKH )LUP DV D 6WRFNKROGHU0(PSOR\HH &RRSHUDWLYH *DPH/´ $PHULFDQ
(FRQRPLF 5HYLHZ :3= 93309431

$RNL/ 0DVDKLNR +4<;5,/ ³(TXLOLEULXP *URZWK RI WKH +LHUDUFKLFDO )LUP= 6KDUHKROGHU0(PSOR\HH &RRSHUDWLYH
*DPH $SSURDFK/´ $PHULFDQ (FRQRPLF 5HYLHZ :5= 43<:044431

$OFKLDQ/ $UPHQ $1 +4<;7,/ %6SHFLILFLW\/ 6SHFLDOL]DWLRQ/ DQG &RDOLWLRQV/% =HLWVFKULIW I�U GLH JHVDPWH
6WDDWVZLVVHQVFKDIW 473= 6707<1

$OFKLDQ/ $UPHQ DQG +DUROG 'HPVHW] +4<:5,/ ³3URGXFWLRQ/ ,QIRUPDWLRQ &RVWV DQG (FRQRPLF 2UJDQL]DWLRQ/´
$PHULFDQ (FRQRPLF 5HYLHZ 95= :::0:<81

%DQ]KDI/ -1*1 +4<98,/ ³:HLJKWHG 9RWLQJ 'RHVQ¶W :RUN= $ 0DWKHPDWLFDO $QDO\VLV/´ 5XWJHUV /DZ 5HYLHZ
4<= 64:06761

%DQ]KDI/ -1*1 +4<9;,/ ³2QH 0DQ/ 6/645 9RWHV= $ 0DWKHPDWLFDO $QDO\VLV RI WKH (OHFWRUDO &ROOHJH/´
9LOODQRYD /DZ 5HYLHZ 46= 63706551

%DUFOD\/ 0LFKDHO DQG &OLIIRUG +ROGHUQHVV +4<;<,/ ³3ULYDWH %HQHILWV IURP &RQWURO RI 3XEOLF &RUSRUDWLRQV/´
-RXUQDO RI )LQDQFLDO (FRQRPLFV 58= 6:406<81

%HQHOOL/ *LXVHSSH/ &ODXGLR /RGHUHU/ DQG 7KRPDV /\V +4<;:,/ %/DERU 3DUWLFLSDWLRQ LQ &RUSRUDWH 3ROLF\0
0DNLQJ 'HFLVLRQV= :HVW *HUPDQ\*V ([SHULHQFH ZLWK &RGHWHUPLQDWLRQ/% -RXUQDO RI %XVLQHVV 93=
88608:81

%HQWROLOD/ 6DPXHO DQG *XLVHSSH %HUWROD +4<<3,/ ³)LULQJ &RVWV DQG /DERXU 'HPDQG= +RZ %DG LV
(XURVFOHURVLV"/´ 5HYLHZ RI (FRQRPLF 6WXGLHV 8:= 6;407351

%HULFKW GHU .RPPLVVLRQ 0LWEHVWLPPXQJ +4<<;,/ 0LWEHVWLPPXQJ XQG QHXH 8QWHUQHKPHQVNXOWXUHQ²%LODQ]
XQG 3HUVSHNWLYHQ +9HUODJ %HUWHOVPDQQ 6WLIWXQJ> *�WHUVORK,1

%HUPDQ/ .DWULQD DQG 0DWWKHZ %HUPDQ +4<;<,/ ³$Q (PSLULFDO 7HVW RI WKH 7KHRU\ RI WKH /DERU00DQDJHG
)LUP/´ -RXUQDO RI &RPSDUDWLYH (FRQRPLFV 46= 5;406331

%OXPEHUJ/ 31 +4<9;,/ ,QGXVWULDO 'HPRFUDF\ +6FKRFNHQ %RRNV> 1HZ <RUN,1

%URQDUV/ 6WHSKHQ DQG 'RQDOG 51 'HHUH +4<<4,/ %7KH 7KUHDW RI 8QLRQL]DWLRQ/ WKH 8VH RI 'HEW/ DQG WKH
3UHVHUYDWLRQ RI 6KDUHKROGHU :HDOWK/% 4XDUWHUO\ -RXUQDO RI (FRQRPLFV 439= 56405871

%URQDUV/ 6WHSKHQ DQG 'RQDOG 51 'HHUH +4<<3,/ %8QLRQ 5HSUHVHQWDWLRQ (OHFWLRQV DQG )LUP 3URILWDELOLW\/%
,QGXVWULDO 5HODWLRQV 5<= 4806:1

%UDGOH\/ (IURQ DQG 5REHUW -1 7LEVKLUDQL +4<<6,/ $Q ,QWURGXFWLRQ WR WKH %RRWVWUDS +&KDSPDQ ) +DOO> 1HZ
<RUN,1

%UX\Q/ 6HYHUYQ 71 DQG /LW]D 1LFRODX06PRNRYLWLV +4<:<,/ %$ 7KHRUHWLFDO )UDPHZRUN IRU 6WXG\LQJ :RUNHU
3DUWLFLSDWLRQ= 7KH 3V\FKRVRFLDO &RQWUDFW/% 5HYLHZ RI 6RFLDO (FRQRP\ 6:= 40561

&DEOH/ -151 DQG )HOL[ 51 )LW]5R\ +4<;3,/ %3URGXFWLYH (IILFLHQF\/ ,QFHQWLYHV DQG (PSOR\HH 3DUWLFLSDWLRQ=
6RPH 3UHOLPLQDU\ 5HVXOWV IRU :HVW *HUPDQ\/% .\NORV 66= 43304541

&KDQJ/ &KXQ +4<<5,/ ³&DSLWDO 6WUXFWXUH DV DQ 2SWLPDO &RQWUDFW %HWZHHQ (PSOR\HHV DQG ,QYHVWRUV/´ -RXUQDO
RI )LQDQFH 7:= 44740448;1
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&ODUN/ .LP +4<;7,/ %8QLRQL]DWLRQ DQG )LUP 3HUIRUPDQFH= 7KH ,PSDFW RQ 3URILWV/ *URZWK/ DQG 3URGXFWLYLW\/%
$PHULFDQ (FRQRPLF 5HYLHZ :7= ;<60<4<1

&OHYHODQG/ :LOOLDP 61 DQG 6XVDQ -1 'HYOLQ +4<;;,/ ³/RFDOO\ :HLJKWHG 5HJUHVVLRQ= $Q $SSURDFK WR
5HJUHVVLRQ $QDO\VLV E\ /RFDO )LWWLQJ/´ -RXUQDO RI WKH $PHULFDQ 6WDWLVWLFDO $VVRFLDWLRQ ;6= 8<909431

&OHYHODQG/ :LOOLDP 61/ 6XVDQ -1 'HYOLQ/ DQG (ULF *URVVH +4<;;,/ ³5HJUHVVLRQ E\ /RFDO )LWWLQJ= 0HWKRGV/
3URSHUWLHV DQG &RPSXWDWLRQDO $OJRULWKPV/´ -RXUQDO RI (FRQRPHWULFV 6:= ;:04471

&UDLJ/ %HQ DQG -RKQ 3HQFDYHO +4<<5,/ ³7KH %HKDYLRU RI :RUNHU &RRSHUDWLYHV= 7KH 3O\ZRRG &RPSDQLHV RI
WKH 3DFLILF 1RUWKZHVW/´ $PHULFDQ (FRQRPLF 5HYLHZ ;5= 43;6044381

'H$QJHOR/ +DUU\ DQG /LQGD 'H$QJHOR +4<;8,/ ³0DQDJHULDO 2ZQHUVKLS RI 9RWLQJ 5LJKWV/´ -RXUQDO RI
)LQDQFLDO (FRQRPLFV 47= 6609<1

'HPVHW]/ +DUROG DQG .HQQHWK /HKQ +4<;8,/ ³7KH 6WUXFWXUH RI &RUSRUDWH 2ZQHUVKLS= &DXVHV DQG
&RQVHTXHQFHV/´ -RXUQDO RI 3ROLWLFDO (FRQRP\ <6= 4488044::1

'RZ/ *UHJRU\ +4<<6,/ ³:K\ &DSLWDO +LUHV /DERU= $ %DUJDLQLQJ 3HUVSHFWLYH/´ $PHULFDQ (FRQRPLF 5HYLHZ
;6= 44;04671

'RZ/ *UHJRU\ DQG /RXLV 3XWWHUPDQ +4<<<,/ ³:K\ &DSLWDO +8VXDOO\, +LUHV /DERU= $Q $VVHVVPHQW RI
3URSRVHG ([SODQDWLRQV/´ LQ (PSOR\HHV DQG &RUSRUDWH *RYHUQDQFH/ HGLWHG E\ 0DUJDUHW %ODLU DQG
0DUN 5RH +%URRNLQJV ,QVWLWXWLRQ 3UHVV>:DVKLQJWRQ '1&1,1

'UXFNHU/ 3HWHU +4<;9,/ ³&RUSRUDWH 7DNHRYHUV²:KDW LV WR EH 'RQH"/´ 7KH 3XEOLF ,QWHUHVW ;5= 60571

(GZDUGV/ -HUHP\ DQG .ODXV )LVFKHU +4<<7,/ %DQNV/ )LQDQFH DQG ,QYHVWPHQW LQ *HUPDQ\ +&DPEULGJH
8QLYHUVLW\ 3UHVV>,1

(PPRQV/:LOOLDP DQG )UDQN 6FKPLG +4<<;,/ ³8QLYHUVDO %DQNLQJ/ &RQWURO 5LJKWV/ DQG &RUSRUDWH )LQDQFH LQ
*HUPDQ\/´ )HGHUDO 5HVHUYH %DQN RI 6W1 /RXLV 5HYLHZ +-XO\2$XJXVW,= 4<0751

)DPD/ (XJHQH DQG 0LFKDHO -HQVHQ +4<;6,/ ³6HSDUDWLRQ RI 2ZQHUVKLS DQG &RQWURO/´ -RXUQDO RI /DZ DQG
(FRQRPLFV 59= 63406581

)LW]5R\/ )HOL[ DQG .RUQHOLXV .UDIW +4<<6,/ %(FRQRPLF (IIHFWV RI &RGHWHUPLQDWLRQ/% 6FDQGLQDYLDQ -RXUQDO
RI (FRQRPLFV <8= 69806:81

)UDQNV/ -XOLDQ DQG &ROLQ 0D\HU/ +4<<7,/ %7KH 2ZQHUVKLS DQG &RQWURO RI *HUPDQ &RUSRUDWLRQV/% /RQGRQ
%XVLQHVV 6FKRRO/ ZRUNLQJ SDSHU1

)UHHPDQ/ 5LFKDUG DQG (GZDUG /D]HDU +4<<8,/ %$Q (FRQRPLF $QDO\VLV RI :RUNV &RXQFLOV/% LQ :RUNV
&RXQFLOV= &RQVXOWDWLRQ/ 5HSUHVHQWDWLRQ/ DQG &RRSHUDWLRQ LQ ,QGXVWULDO 5HODWLRQV/ HGLWHG E\ -RHO
5RJHUV DQG :ROIJDQJ 6WUHHFN +8QLYHUVLW\ RI &KLFDJR 3UHVV> &KLFDJR,1

)UHHPDQ/ 5LFKDUG DQG -DPHV /10HGRII +4<;7,/:KDW 'R 8QLRQV 'R" +%DVLF %RRNV> 1HZ <RUN,1

)UHHPDQ/ 5LFKDUG DQG -DPHV /1 0HGRII +4<;4,/ ³7KH ,PSDFW RI &ROOHFWLYH %DUJDLQLQJ= ,OOXVLRQ RU 5HDOLW\"´
LQ 8161 ,QGXVWULDO 5HODWLRQV 4<8304<;3= $ &ULWLFDO $VVHVVPHQW/ HGLWHG E\ -DFN 6WLHEHU HW DO1 +,55$>
0DGLVRQ/:LVFRQVLQ,1

*DUYH\/ *HUDOG DQG 1RHO *DVWRQ +4<<9,/ %*HWWLQJ 7RXJK ZLWK :RUNHUV" (YLGHQFH RQ WKH 6WUDWHJLF 5ROH RI
'HEW/% 6\GQH\ 8QLYHUVLW\/ ZRUNLQJ SDSHU1

*HUXP/ (OPDU/ +RUVW 6WHLQPDQQ/ DQG :HUQHU )HHV +4<;;,/ 'HU PLWEHVWLPPWH $XIVLFKWVUDW= (LQH HPSLULVFKH
8QWHUVXFKXQJ +3RHVFKHO> 6WXWWJDUW,1

*|SSO/ +1/ 51 +HUUPDQQ/ 51 .LUFKQHU DQG 01 1HXPDQQ +4<<9,/ 5LVN %RRN/ +)ULW] .QDSS> )UDQNIXUW $101,1
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*RUWRQ/ *DU\ DQG )UDQN 6FKPLG +5333,/ ³8QLYHUVDO %DQNLQJ DQG WKH 3HUIRUPDQFH RI *HUPDQ )LUPV/´
-RXUQDO RI )LQDQFLDO (FRQRPLFV/ IRUWKFRPLQJ1

*URVVPDQ/ 6DQIRUG DQG 2OLYHU +DUW +4<;9,/ ³2QH 6KDUH02QH 9RWH DQG WKH 0DUNHW IRU &RUSRUDWH &RQWURO/´
-RXUQDO RI )LQDQFLDO (FRQRPLFV 53= 4:805351

*XUGRQ/ 01$1 DQG $1 5DL +4<<3,/ %&RGHWHUPLQDWLRQ DQG (QWHUSULVH 3HUIRUPDQFH= (PSLULFDO (YLGHQFH IURP
:HVW *HUPDQ\/% -RXUQDO RI (FRQRPLFV DQG %XVLQHVV 75= 5;<06351

+DOYRUVHQ/ 51 DQG 51 3DOPTXLVW +4<;3,/ ³7KH ,QWHUSUHWDWLRQ RI 'XPP\ 9DULDEOHV LQ 6HPLORJDULWKPLF
(TXDWLRQV/´ $PHULFDQ (FRQRPLF 5HYLHZ :3= 7:707:81

+DQVPDQQ/ +HQU\ +4<<3,/ ³:KHQ 'RHV :RUNHU 2ZQHUVKLS :RUN" (623V/ /DZ )LUPV/ &RGHWHUPLQDWLRQ DQG
(FRQRPLF 'HPRFUDF\/´ <DOH /DZ -RXUQDO <<= 4:7<04;491

+DQVPDQQ/ +HQU\ DQG 5HLQLHU .UDDNPDQ +5333,/ ³7KH (QG RI +LVWRU\ IRU &RUSRUDWH /DZ/´ <DOH /DZ
6FKRRO/ /DZ DQG (FRQRPLFV :RUNLQJ 3DSHU 1R1 3461

+DUULV/ 7UHYRU/ 0DUN /DQJ/ DQG +DQV 3HWHU 0|OOHU +4<<7,/ ³7KH 9DOXH 5HOHYDQFH RI *HUPDQ $FFRXQWLQJ
0HDVXUHV= $Q (PSLULFDO $QDO\VLV/´ -RXUQDO RI $FFRXQWLQJ 5HVHDUFK 65= 4;:053<1

+DUW/ 2OLYHU +4<;<,/ ³$Q (FRQRPLVW¶V 3HUVSHFWLYH RQ WKH 7KHRU\ RI WKH )LUP/´ &ROXPELD /DZ 5HYLHZ ;<=
4:8:04::71

+DUW/ 2OLYHU +4<<8,/ )LUPV/ &RQWUDFWV/ DQG )LQDQFLDO 6WUXFWXUH +&ODUHQGRQ 3UHVV> 2[IRUG/ 8.,1

+DUW/ 2OLYHU DQG -RKQ 0RRUH +4<<3,/ ³3URSHUW\ 5LJKWV DQG WKH 1DWXUH RI WKH )LUP/´ -RXUQDO RI 3ROLWLFDO
(FRQRP\ <;= 444<0448;1

+HQ]OHU/ +1$1 +4<<5,/ *7KH 1HZ (UD RI (XURFDSLWDOLVP/% +DUYDUG %XVLQHVV 5HYLHZ +-XO\0$XJXVW,= 8:09:1

+LUVFK/ %DUU\ +4<<4,/ /DERU 8QLRQV DQG WKH (FRQRPLF 3HUIRUPDQFH RI )LUPV +:1(1 8SMRKQ ,QVWLWXWH IRU
(PSOR\PHQW 5HVHDUFK> .DODPD]RR/0LFKLJDQ,1

+ROGHUQHVV/ &OLIIRUG DQG 'HQLV 6KHHKDQ +4<;;,/ ³7KH 5ROH RI 0DMRULW\ 6KDUHKROGHUV LQ 3XEOLFO\0+HOG
&RUSRUDWLRQV/´ -RXUQDO RI )LQDQFLDO (FRQRPLFV 53= 64:06791

+ROPVWURP/ %HQJW DQG -HDQ 7LUROH +4<;<,/ ³7KH 7KHRU\ RI WKH )LUP/´ LQ +DQGERRN RI ,QGXVWULDO
2UJDQL]DWLRQ/ HGLWHG E\ 51 6FKPDOHQVHH DQG 51:LOOLJ +1RUWK +ROODQG,1

-DFREVRQ/ /RXLV/ 5REHUW /D/RQGH/ DQG 'DQLHO 6XOOLYDQ +4<<6,/ ³(DUQLQJV /RVVHV RI 'LVSODFHG :RUNHUV/´
$PHULFDQ (FRQRPLF 5HYLHZ ;6= 9;80:3<1

-HQVHQ/0LFKDHO DQG :LOOLDP 0HFNOLQJ +4<:<,/ %5LJKWV DQG 3URGXFWLRQ )XQFWLRQV= $Q $SSOLFDWLRQ WR /DERU0
0DQDJHG )LUPV DQG &RGHWHUPLQDWLRQ/% -RXUQDO RI %XVLQHVV 85= 79<08391

.DKQ/ &KDUOHV DQG $QGUHZ :LQWRQ +4<<;,/ ³2ZQHUVKLS 6WUXFWXUH/ 6SHFXODWLRQ/ DQG 6KDUHKROGHU
,QWHUYHQWLRQ/´ -RXUQDO RI )LQDQFH 86= <<045<1

.DSODQ/ 6WHYH +4<<7,/ ³7RS ([HFXWLYHV/ 7XUQRYHU/ DQG )LUP 3HUIRUPDQFH LQ *HUPDQ\/´ -RXUQDO RI /DZ/
(FRQRPLFV/ DQG 2UJDQL]DWLRQ 43= 475048<1

.LKOVWURP/ 5LFKDUG DQG -HDQ0-DFTXHV /DIIRQW +4<:<,/ ³$ *HQHUDO (TXLOLEULXP 7KHRU\ RI )LUP )RUPDWLRQ
%DVHG RQ 5LVN $YHUVLRQ/´ -RXUQDO RI 3ROLWLFDO (FRQRP\ ;:= :4<0:7;1

.UDIW/ .RUQHOLXV +4<;<,/ ³(PSLULFDO 6WXGLHV RQ &RGHWHUPLQDWLRQ= $ 6HOHFWLYH 6XUYH\ DQG 5HVHDUFK 'HVLJQ/´
LQ &RGHWHUPLQDWLRQ= $ 'LVFXVVLRQ RI 'LIIHUHQW $SSURDFKHV/ HGLWHG E\ +DQV *1 1XW]LQJHU DQG -�UJHQ
%DFNKDXV +6SULQJHU09HUODJ> %HUOLQ,1

.OHLQ/:1 DQG -1 &RIIHH +4<;9,/ %XVLQHVV 2UJDQL]DWLRQ DQG )LQDQFH +5QG HGLWLRQ,1
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/D 3RUWD/ 51/ /RSH]0GH06LODQHV/ )1/ 6KOHLIHU/ $1 +4<<<,/ ³&RUSRUDWH 2ZQHUVKLS $URXQG WKH :RUOG/´ -RXUQDO
RI )LQDQFH 87= 7:4084:1

/DZ/:DUUHQ $1 +4<;9,/ ³$ &RUSRUDWLRQ LV 0RUH WKDQ LWV 6WRFN/´ +DUYDUG %XVLQHVV 5HYLHZ +0D\0-XQH,= ;30
;61

/HDVH/ 5RQDOG/ -RKQ 0F&RQQHOO/ DQG :D\QH 0LNNHOVRQ +4<;6,/ ³7KH 0DUNHW 9DOXH RI &RQWURO LQ 3XEOLFO\0
7UDGHG &RUSRUDWLRQV/´ -RXUQDO RI )LQDQFLDO (FRQRPLFV 44= 76<07:41

/HDVH/ 5RQDOG/ -RKQ 0F&RQQHOO/ DQG :D\QH 0LNNHOVRQ +4<;7,/ ³7KH 0DUNHW 9DOXH RI 'LIIHUHQWLDO 9RWLQJ
5LJKWV LQ &ORVHO\ +HOG &RUSRUDWLRQV/´ -RXUQDO RI %XVLQHVV 8:= 776079:1

/HHFK/ 'HQQLV +4<;;,/ ³7KH 5HODWLRQVKLS %HWZHHQ 6KDUHKROGLQJ &RQFHQWUDWLRQ DQG 6KDUHKROGHU 9RWLQJ
3RZHU LQ %ULWLVK &RPSDQLHV= $ 6WXG\ RI WKH $SSOLFDWLRQ RI 3RZHU ,QGLFHV IRU 6LPSOH *DPHV/´
0DQDJHPHQW 6FLHQFH 67= 83<085:1

/HHFK/ 'HQQLV DQG -RKQ /HDK\ +4<<4,/ ³2ZQHUVKLS 6WUXFWXUH/ &RQWURO 7\SH &ODVVLILFDWLRQV DQG WKH
3HUIRUPDQFH RI /DUJH %ULWLVK &RUSRUDWLRQV/´ (FRQRPLF -RXUQDO 434= 474;0476:1

/HYLQH/ 'DYLG DQG /DXUD '¶$QGUHD 7\VRQ +4<<3,/ ³3DUWLFLSDWLRQ/ 3URGXFWLYLW\ DQG WKH )LUP¶V (QYLURQPHQW/´
LQ 3D\LQJ IRU 3URGXFWLYLW\= $ /RRN DW WKH (YLGHQFH/ HGLWHG E\ $ODQ %OLQGHU +:DVKLQJWRQ '1&1,= 4;60
56:1

0DXJ/ (UQVW +4<<;,/ ³/DUJH 6KDUHKROGHUV DV 0RQLWRUV= ,V 7KHUH D 7UDGH02II %HWZHHQ /LTXLGLW\ DQG &RQWURO"/´
-RXUQDO RI )LQDQFH 86= 980<;1

0D\/ 'RQ +4<<8,/ ³'R 0DQDJHULDO 0RWLYHV ,QIOXHQFH )LUP 5LVN 5HGXFWLRQ 6WUDWHJLHV"´ -RXUQDO RI )LQDQFH 83=
45<40463;1

0HDGH/ -DPHV +4<:5,/ ³7KH 7KHRU\ RI /DERXU00DQDJHG )LUPV DQG 3URILW06KDULQJ/´ (FRQRPLF -RXUQDO ;5
+VXSSOHPHQW,= 735075;1

0HLHU06FKDW]/ &KULVWLDQ +4<;;,/ ³&RUSRUDWH *RYHUQDQFH DQG /HJDO 5XOHV= $ 7UDQVQDWLRQDO /RRN DW &RQFHSWV
DQG 3UREOHPV RI ,QWHUQDO 0DQDJHPHQW &RQWURO/´ -RXUQDO RI &RUSRUDWLRQ /DZ 46= 76407:<1

0LNNHOVRQ/ :D\QH DQG 5LFKDUG 5XEDFN +4<;8,/ ³$Q (PSLULFDO $QDO\VLV RI WKH ,QWHUILUP (TXLW\ ,QYHVWPHQW
3URFHVV/´ -RXUQDO RI )LQDQFLDO (FRQRPLFV 47= 85608861

0L\D]DNL/ +DMLPH +4<;7,/ ³,QWHUQDO %DUJDLQLQJ/ /DERU &RQWUDFWV/ DQG D 0DUVKDOOLDQ 7KHRU\ RI WKH )LUP/´
$PHULFDQ (FRQRPLF 5HYLHZ :7= 6;406<61

0RQLVVHQ/ +DQV +4<:;,/ %7KH &XUUHQW 6WDWXV RI /DERU 3DUWLFLSDWLRQ LQ WKH 0DQDJHPHQW RI %XVLQHVV )LUPV LQ
*HUPDQ\/% LQ 7KH &RGHWHUPLQDWLRQ 0RYHPHQW LQ WKH :HVW/ HGLWHG E\ 3HMRYLFK/ 6YHWR]DU +/H[LQJWRQ
%RRNV> /H[LQJWRQ/0DVVDFKXVHWWV,1

0RUFN/ 5DQGDOO/ $QGUHL 6KOHLIHU/ DQG 5REHUW 9LVKQ\ +4<;<,/ ³$OWHUQDWLYH 0HFKDQLVPV IRU &RUSRUDWH
&RQWURO/´ $PHULFDQ (FRQRPLF 5HYLHZ :<= ;750;851

0RUFN/ 5DQGDOO/ $QGUH 6KOHLIHU/ DQG 5REHUW 9LVKQ\ +4<;;,/ %0DQDJHPHQW 2ZQHUVKLS DQG 0DUNHW 9DOXDWLRQ=
$Q (PSLULFDO $QDO\VLV/% -RXUQDO RI )LQDQFLDO (FRQRPLFV 53= 61 5<606481

0RUHWWR/ 0LFKHOH DQG *LDQSDROR 5RVVLQL +4<<<,/ ³/DERXU 3DUWLFLSDWLRQ LQ 'LIIHUHQW )LUP 2UJDQL]DWLRQV/´
:RUNLQJ 3DSHU1

0�OOHU0-HQWVFK/ :DOWKHU +4<<8,/ ³*HUPDQ\= )URP &ROOHFWLYH 9RLFH WR &R00DQDJHPHQW/´ &KDSWHU 6 RI
:RUNV &RXQFLOV= &RQVXOWDWLRQ/ 5HSUHVHQWDWLRQ/ DQG &RRSHUDWLRQ LQ ,QGXVWULDO 5HODWLRQV/ HGLWHG E\
-RHO 5RJHUV DQG :ROIJDQJ 6WUHHFN +8QLYHUVLW\ RI &KLFDJR 3UHVV> &KLFDJR,1
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0XUSK\/ .HYLQ -1 +4<<;,/ ³([HFXWLYH &RPSHQVDWLRQ/´ +DQGERRN RI /DERU (FRQRPLFV/ 9RO1 6/ HGLWHG E\
2UOH\ $VKHQIHOWHU DQG 'DYLG &DUG +1RUWK +ROODQG,/ IRUWKFRPLQJ1

1HZH\/ :1 DQG .1 :HVW +4<;:,/ ³$ 6LPSOH 3RVLWLYH 6HPL0'HILQLWH/ +HWHURVFHGDVWLFLW\ DQG $XWRFRUUHODWLRQ
&RQVLVWHQW &RYDULDQFH 0DWUL[/´ (FRQRPHWULFD 88= :360:3;1

1LHGHQKRII/ +RUVW08GR +4<<6,/ 0LWEHVWLPPXQJ LQ GHU %XQGHVUHSXEOLN 'HXWVFKODQG/ 43WK HG1 +'HXWVFKHU
,QVWLWXWV09HUODJ> .|OQ,1

1RUPDQ/ 3HWHU +4<<;,/ ³2QH (XURSH/ 7ZR 6\VWHPV/´ 7KH )LQDQFLDO 7LPHV/ -XQH 4/4<<;/ S1 451

1XW]LQJHU/ +DQV *1 DQG -�UJHQ %DFNKDXV/ HGLWRUV/ +4<;<,/ &RGHWHUPLQDWLRQ= $ 'LVFXVVLRQ RI 'LIIHUHQW
$SSURDFKHV +6SULQJHU09HUODJ> %HUOLQ,1

2UGHOKHLGH/ 'LHWHU DQG 'LHWHU 3IDII +4<<7,/ *HUPDQ\/ (XURSHDQ )LQDQFLDO 5HSRUWLQJ 6HULHV +5RXWOHGJH> 1HZ
<RUN DQG /RQGRQ,1

3HMRYLFK/ 6YHWR]DU +4<:;,/ HGLWRU/ 7KH &RGHWHUPLQDWLRQ 0RYHPHQW LQ WKH :HVW +/H[LQJWRQ %RRNV>
/H[LQJWRQ/0DVVDFKXVHWWV,1

3HMRYLFK/ 6YHWR]DU +4<:;,/ %&RGHWHUPLQDWLRQ= $ 1HZ 3HUVSHFWLYH IRU WKH :HVW/% LQ 7KH &RGHWHUPLQDWLRQ
0RYHPHQW LQ WKH :HVW/ HGLWHG E\ 6YHWR]DU 3HMRYLFK +/H[LQJWRQ %RRNV> /H[LQJWRQ/0DVVDFKXVHWWV,1

3HQFDYHO/ -RKQ DQG %HQ &UDLJ +4<<7,/ ³7KH (PSLULFDO 3HUIRUPDQFH RI 2UWKRGR[ 0RGHOV RI WKH )LUP=
&RQYHQWLRQDO )LUPV DQG :RUNHU &RRSHUDWLYHV/´ -RXUQDO RI 3ROLWLFDO (FRQRP\ 435+7,= :4;0:771

3HUIHFW/ 6WHYHQ DQG .HQQHWK :LOHV +4<<7,/ ³$OWHUQDWLYH &RQVWUXFWLRQ RI 7RELQ¶V 4= $Q (PSLULFDO
&RPSDULVRQ/´ -RXUQDO RI (PSLULFDO )LQDQFH 4= 64606741

3HURWWL/ (QULFR DQG .DWKHULQH 6SLHU +4<<6,/ %&DSLWDO 6WUXFWXUH DV D %DUJDLQLQJ 7RRO= 7KH 5ROH RI /HYHUDJH
LQ &RQWUDFW 5HQHJRWLDWLRQ/% $PHULFDQ (FRQRPLF 5HYLHZ ;6+8,= 4464044741

3LVWRU/ .DWKDULQD +4<<<,/ ³&R0GHWHUPLQDWLRQ LQ *HUPDQ\= $ 6RFLR03ROLWLFDO 0RGHO ZLWK *RYHUQPHQW
([WHUQDOLWLHV/´ LQ (PSOR\HHV DQG &RUSRUDWH *RYHUQDQFH/ HGLWHG E\ 0DUJDUHW %ODLU DQG 0DUN 5RH
+%URRNLQJV ,QVWLWXWLRQ 3UHVV>:DVKLQJWRQ '1&1,1

5LSSH\/ /LQGD +4<;;,/ ³$OWHUQDWLYHV WR WKH 8QLWHG 6WDWHV¶ 6\VWHP RI /DERU 5HODWLRQV= $ &RPSDUDWLYH
$QDO\VLV RI WKH /DERU 5HODWLRQV 6\VWHPV LQ WKH )HGHUDO 5HSXEOLF RI *HUPDQ\/ -DSDQ/ DQG 6ZHGHQ/´
9DQGHUELOW /DZ 5HYLHZ 741

5XEDFN/ 5LFKDUG 61 DQG 0DUWLQ %1 =LPPHUPDQ +4<;7,/ %8QLRQL]DWLRQ DQG 3URILWDELOLW\= (YLGHQFH IURP WKH
&DSLWDO 0DUNHW/% -RXUQDO RI 3ROLWLFDO (FRQRP\ <5= 44670448:1

6DOLQJHU/ 0LFKDHO +4<;7,/ %7RELQ*V 4/ 8QLRQL]DWLRQ/ DQG WKH &RQFHQWUDWLRQ03URILWV 5HODWLRQVKLS/% 5DQG
-RXUQDO RI (FRQRPLFV 48= 48<04:31

6FKZDOEDFK/ -1 DQG 81 *UDVVKRII +4<<:,/ ³0DQDJHUYHUJ�WXQJ XQG 8QWHUQHKPHQVHUIROJ/´ =HLWVFKULIW I�U
%HWULHEVZLUWVFKDIW 9:= 536054:1

6KDSOH\/ /161 DQG 01 6KXELN +4<87,/ ³$ 0HWKRG IRU (YDOXDWLQJ WKH 'LVWULEXWLRQ RI 3RZHU LQ D &RPPLWWHH
6\VWHP/´ $PHULFDQ 3ROLWLFDO 6FLHQFH 5HYLHZ 7;= :;:0:<51

6LQQ/ * DQG +DQV0:HUQHU 6LQQ +4<<5,/ -XPSVWDUW= 7KH (FRQRPLF 8QLILFDWLRQ RI *HUPDQ\ +0,7 3UHVV>
&DPEULGJH/0DVV1/ DQG /RQGRQ,1

6KOHLIHU/ $QGUH DQG /DZUHQFH 6XPPHUV +4<;;,/ ³%UHDFK RI 7UXVW LQ +RVWLOH 7DNHRYHUV/´ LQ &RUSRUDWH
7DNHRYHUV= &DXVHV DQG &RQVHTXHQFHV/ HGLWHG E\ $ODQ $XHUEDFK +8QLYHUVLW\ RI &KLFDJR 3UHVV>
&KLFDJR DQG /RQGRQ,1
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6KOHLIHU/ $QGUHL DQG 5REHUW 9LVKQ\ +4<;9,/ ³/DUJH 6KDUHKROGHUV DQG &RUSRUDWH &RQWURO/´ -RXUQDO RI
3ROLWLFDO (FRQRP\ <7= 79407;;1

6KOHLIHU/ $QGUHL DQG 5REHUW 9LVKQ\ +4<<:,/ ³$ 6XUYH\ RI &RUSRUDWH *RYHUQDQFH/´ -RXUQDO RI )LQDQFH 85=
:6:0:;61

6SHFNPDQ/ 3DXO +4<;;,/ ³.HUQHO 6PRRWKLQJ LQ 3DUWLDO /LQHDU 0RGHOV/´ -RXUQDO RI WKH 5R\DO 6WDWLVWLFDO
$VVRFLDWLRQ/ 6HULHV %/ 83= 74607691

6SLUR/ +HUEHUW +4<8;,/ 7KH 3ROLWLFV RI *HUPDQ &RGHWHUPLQDWLRQ ++DUYDUG 8QLYHUVLW\ 3UHVV> &DPEULGJH/
0DVVDFKXVHWWV,1

6YHMQDU/ -DQ +4<;4,/ %5HODWLYH :DJH (IIHFWV RI 8QLRQV/ 'LFWDWRUVKLS DQG &RGHWHUPLQDWLRQ= (FRQRPHWULF
(YLGHQFH IURP *HUPDQ\/% 5HYLHZ RI (FRQRPLF DQG 6WDWLVWLFV 96= 4;;04<:1

6YHMQDU/ -DQ +4<;5D,/ %&RGHWHUPLQDWLRQ DQG 3URGXFWLYLW\= (PSLULFDO (YLGHQFH IURP WKH )HGHUDO 5HSXEOLF RI
*HUPDQ\/% LQ 3DUWLFLSDWRU\ DQG 6HOI00DQDJHG )LUPV/ HGLWHG E\ '1 -RQHV DQG -1 6YHMQDU ++HDWK>
/H[LQJWRQ/0DVVDFKXVHWWV,1

6YHMQDU/ -DQ +4<;5E,/ %(PSOR\HH 3DUWLFLSDWLRQ LQ 0DQDJHPHQW/ %DUJDLQLQJ 3RZHU DQG :DJHV/% (XURSHDQ
(FRQRPLF 5HYLHZ 4;= 5<406361

6YHMQDU/ -DQ +4<;5F,/ ³2Q WKH 7KHRU\ RI D 3DUWLFLSDWRU\ )LUP/´ -RXUQDO RI (FRQRPLF 7KHRU\ 5:= 64606631

7RSHO/ 5REHUW +4<<3,/ ³6SHFLILF &DSLWDO DQG 8QHPSOR\PHQW= 0HDVXULQJ WKH &RVWV DQG &RQVHTXHQFHV RI -RE
/RVV/´ LQ 6WXGLHV LQ /DERU (FRQRPLFV LQ +RQRU RI :DOWHU 2L/ HGLWHG E\ $OODQ 0HOW]HU DQG &KDUOHV
3ORVVHU +1RUWK +ROODQG> $PVWHUGDP,= 4;405471

8QLWHG 1DWLRQV +4<<3,/ ,QWHUQDWLRQDO 6WDQGDUG ,QGXVWULDO &ODVVLILFDWLRQ RI $OO (FRQRPLF $FWLYLWLHV/ 7KLUG
5HYLVLRQ/ 6WDWLVWLFDO 3DSHUV/ 6HULHV 0/ 1R1 7/ UHY1 6 +1HZ <RUN,1

8161 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ +4<;:,/ 7KH (IIHFWV RI 'XDO0&ODVV 5HFDSLWDOL]DWLRQV RQ WKH
:HDOWK RI 6KDUHKROGHUV +6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ>:DVKLQJWRQ/ '1&1,1

9RRV/ 3DXOD DQG /DZUHQFH 0LVKHO +4<;9,/ %7KH 8QLRQ ,PSDFW RQ 3URILWV= (YLGHQFH IURP ,QGXVWU\ 3ULFH0&RVW
0DUJLQ 'DWD/% -RXUQDO RI /DERU (FRQRPLFV 7= 43804661

:LOOLDPVRQ/ 2OLYHU +4<;8,/ 7KH (FRQRPLF ,QVWLWXWLRQV RI &DSLWDOLVP= )LUPV/0DUNHWV/ 5HODWLRQDO &RQWUDFWLQJ
+)UHH 3UHVV> 1HZ <RUN,1

:LQGROI/ 3DXO +4<<6,/ ³&RGHWHUPLQDWLRQ DQG WKH 0DUNHW IRU &RUSRUDWH &RQWURO LQ WKH (XURSHDQ
&RPPXQLW\/´ (FRQRP\ DQG 6RFLHW\ 55= 46:048;1

=LQJDOHV/ /XLJL +4<<7,/ %7KH 9DOXH RI WKH 9RWLQJ 5LJKW= $ 6WXG\ RI WKH 0LODQ 6WRFN ([FKDQJH ([SHULHQFH/%
5HYLHZ RI )LQDQFLDO 6WXGLHV := 458047;1

=LQJDOHV/ /XLJL +4<<8,/ %:KDW 'HWHUPLQHV WKH 9DOXH RI &RUSRUDWH 9RWHV"% 4XDUWHUO\ -RXUQDO RI (FRQRPLFV
443= 437:043:61

=LQJDOHV/ /XLJL +4<<:,/ %&RUSRUDWH *RYHUQDQFH/% 7KH 1HZ 3DOJUDYH 'LFWLRQDU\ RI (FRQRPLFV DQG WKH /DZ/
IRUWKFRPLQJ1
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7DEOH 4

&RPSRVLWLRQ RI VXSHUYLVRU\ ERDUGV ZLWK HTXDO UHSUHVHQWDWLRQ/ EURNHQ GRZQ E\ ERDUG VL]H DQG W\SH RI ERDUG PHPEHU IRU D
VDPSOH RI ILUPV FRPSLOHG E\ *HUXP/ 6WHLQPDQQ/ DQG )HHV +4<;;,1 3DQHO $= VKDUHKROGHU UHSUHVHQWDWLYHV1 3DQHO %=
HPSOR\HH UHSUHVHQWDWLYHV1 ,Q HDFK SDQHO/ FROXPQ 4 UHSUHVHQWV ILUPV ZLWK QRW PRUH WKDQ 43/333 HPSOR\HHV +ERDUG VL]H LV
45 PHPEHUV,> FROXPQ 5 FRQWDLQV ILUPV ZLWK 43/333 HPSOR\HHV RU PRUH/ EXW QRW PRUH WKDQ 53/333 +ERDUG VL]H LV 49
PHPEHUV,> FROXPQ 6 UHSUHVHQWV ILUPV ZLWK PRUH WKDQ 53/333 HPSOR\HHV +ERDUG VL]H LV 53 PHPEHUV,1 &ROXPQ 7 GLVSOD\V
WKH VDPSOH DYHUDJH1 6KDUHKROGHU UHSUHVHQWDWLYHV DQG HPSOR\HH UHSUHVHQWDWLYHV HDFK RFFXS\ KDOI RI WKH VHDWV RQ
VXSHUYLVRU\ ERDUGV ZLWK HTXDO UHSUHVHQWDWLRQ +DV UHTXLUHG E\ WKH 4<:9 &RGHWHUPLQDWLRQ $FW,1 1HLWKHU VKDUHKROGHU
UHSUHVHQWDWLYHV QRU HPSOR\HH UHSUHVHQWDWLYHV KDYH WR EH VKDUHKROGHUV RU HPSOR\HHV LQ SHUVRQ1 7KH GDWD LV IURP WKH \HDU
4<:<1 6XPV RI SHUFHQWDJHV E\ FROXPQ PD\ GLIIHU IURP 433 GXH WR URXQGLQJ1

3DQHO $= 6KDUHKROGHU 5HSUHVHQWDWLYHV

6L]H RI 6XSHUYLVRU\ %RDUG
+4,

450HPEHUV
+5,

490HPEHUV
+6,

530HPEHUV
+7,

6DPSOH $YHUDJH
3HUFHQWDJH RI VHDWV E\ W\SH RI VKDUHKROGHU UHSUHVHQWDWLYH

,QGLYLGXDO VKDUHKROGHUV <16 61< 41; 81:
6KDUHKROGHU DVVRFLDWLRQ 415 41; 41< 418
5HSUHVHQWDWLYHV RI
FRPSDQLHV ZLWK !83(
HTXLW\ VWDNHV

4719 4719 4314 4614

5HSUHVHQWDWLYHV RI
FRPSDQLHV ZLWK ?83(
HTXLW\ VWDNHV

:1; 4419 916 ;14

5HSUHVHQWDWLYHV RI EDQNV
ZLWK !83( HTXLW\ VWDNHV

318 514 315 31:

5HSUHVHQWDWLYHV RI EDQNV
ZLWK ?83( HTXLW\ VWDNHV

619 :1: 618 717

5HSUHVHQWDWLYHV RI IRUHLJQ
FRPSDQLHV

;19 716 51< 81<

5HSUHVHQWDWLYHV RI
JRYHUQPHQW HQWLWLHV ZLWK
HTXLW\ VWDNHV

518 4417 5719 441:

5HSUHVHQWDWLYHV RI
FRPSDQLHV ZLWKRXW HTXLW\
VWDNHV

4:15 4:14 5415 4;18

5HSUHVHQWDWLYHV RI EDQNV
ZLWKRXW HTXLW\ VWDNHV

4614 ;19 4317 4416

)RUPHU PHPEHUV RI WKH
PDQDJHPHQW ERDUG

713 813 61; 715

&RQVXOWDQWV 4:13 431< 4316 4618
5HSUHVHQWDWLYHV RI
JRYHUQPHQW HQWLWLHV
ZLWKRXW HTXLW\ VWDNHV

319 414 51< 418

7RWDO 433 433 433 433
1XPEHU RI REVHUYDWLRQV 48; 88 9; 5;4
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7DEOH 4 +FRQW¶G,

3DQHO %= (PSOR\HH 5HSUHVHQWDWLYHV

6L]H RI 6XSHUYLVRU\ %RDUG
+4,

450HPEHUV
+5,

490HPEHUV
+6,

530HPEHUV
+7,

6DPSOH $YHUDJH
3HUFHQWDJH RI VHDWV E\ W\SH RI HPSOR\HH UHSUHVHQWDWLYH

0HPEHUV RI FRPSDQ\
ZRUNHUV¶ FRXQFLOV

519 715 813 719

&KDLUPDQ RI WKH ZRUNHUV¶
FRXQFLO

419 51: 419 41;

0HPEHU RI VXEVLGLDU\¶V
ZRUNHUV¶ FRXQFLO

616 81: ;14 817

1RQ0PHPEHUV RI ZRUNHUV¶
FRXQFLO

614 613 518 51<

:KLWH0FROODU HPSOR\HHV
ZLWK PDQDJHULDO IXQFWLRQV

491: 451: 4316 461:

1RQ0HPSOR\HH ODERU XQLRQ
UHSUHVHQWDWLYHV

6418 5619 5<13 5<13

(PSOR\HH ODERU XQLRQ
UHSUHVHQWDWLYHV

419 417 317 415

2WKHU HPSOR\HHV 9317 8616 891< 8;19
7RWDO 433 433 433 433
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7DEOH 5

'LVWULEXWLRQ RI ILUPV E\ ,QWHUQDWLRQDO 6WDQGDUG ,QGXVWULDO &ODVVLILFDWLRQ +,6,&, DV SXEOLVKHG E\ 8QLWHG 1DWLRQV
+4<<3,1 7KH FODVVLILFDWLRQ/ ZKLFK LV EDVHG RQ WKH ILVFDO \HDU 4<<6 +RU 4<<52<6 IRU ILUPV ZLWK RWKHU WKDQ
FDOHQGDU ILVFDO \HDUV, ZDV XQGHUWDNHQ E\ WKH DXWKRUV EHFDXVH WKHUH LV QR SXEOLFO\ DYDLODEOH RIILFLDO LQGXVWU\
FODVVLILFDWLRQ RI WKH FRUSRUDWLRQV LQ RXU VDPSOH1

1XPEHU RI )LUPV ,6,& &DWHJRU\ ,QGXVWULDO &ODVVLILFDWLRQ

4 $ $JULFXOWXUH/ KXQWLQJ/ DQG IRUHVWU\
5 & 0LQLQJ DQG TXDUU\LQJ
45< ' 0DQXIDFWXULQJ
57 ( (OHFWULFLW\/ JDV/ DQG ZDWHU VXSSO\
9 ) &RQVWUXFWLRQ
49 * :KROHVDOH DQG UHWDLO WUDGH> UHSDLU RI PRWRU YHKLFOHV/ PRWRUF\FOHV/

DQG SHUVRQDO DQG KRXVHKROG JRRGV
4 + +RWHOV DQG UHVWDXUDQWV
7 , 7UDQVSRUW/ VWRUDJH/ DQG FRPPXQLFDWLRQV
5 . 5HDO HVWDWH/ UHQWLQJ/ DQG EXVLQHVV DFWLYLWLHV
4 1 +HDOWK DQG VRFLDO ZRUN

7RWDO= 4;9
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7DEOH 6

6XPPDU\ PHDVXUHV RI GHSHQGHQW YDULDEOHV1 'XH WR PLVVLQJ YDOXHV/ WKH QXPEHU RI REVHUYDWLRQV GLIIHUV DFURVV
YDULDEOHV1 0DUNHW0WR0ERRN UDWLR RI HTXLW\/ 07%/ LV FDOFXODWHG IRU WKH HQG RI WKH FDOHQGDU \HDU 4<<6 +4;9
REVHUYDWLRQV,1 5HWXUQ RQ DVVHWV/ 52$/ UHWXUQ RQ HTXLW\/ 52(/ DQG OHYHUDJH +PHDVXUHG E\ WKH GHEW0HTXLW\ UDWLR, DUH
FDOFXODWHG IRU WKH ILVFDO \HDU 4<<6 +RU 4<<524<<6 IRU ILUPV ZLWK RWKHU WKDQ FDOHQGDU ILVFDO \HDUV,1 7KH QXPEHUV RI
REVHUYDWLRQV HTXDO 4;8 IRU 52$/ DQG 4;9 IRU 52( DQG OHYHUDJH1 7KH QXPEHU RI OLQHV RI EXVLQHVV +4;9
REVHUYDWLRQV, LV EDVHG RQ ,6,& GLYLVLRQV +,QWHUQDWLRQDO 6WDQGDUG ,QGXVWULDO &ODVVLILFDWLRQ/ 8QLWHG 1DWLRQV/ 4<<3>
HDFK ,6,& FDWHJRU\ VKRZQ LQ 7DEOH 5 FRPSULVHV VHYHUDO GLYLVLRQV,1 7KH VWDQGDUG GHYLDWLRQ RI VWRFN UHWXUQV LV
FDOFXODWHG IRU WKH FDOHQGDU \HDU 4<<6 RQ WKH EDVLV RI DQQXDOL]HG ZHHNO\ FRQWLQXRXV WRWDO UHWXUQV +465 REVHUYDWLRQV,1
7KH SHU0FDSLWD FRPSHQVDWLRQV RI WKH PDQDJHPHQW ERDUG DQG WKH VXSHUYLVRU\ ERDUG +4:4 REVHUYDWLRQV, DUH IRU WKH
ILVFDO \HDU 4<<6 +RU 4<<524<<6 IRU ILUPV ZLWK RWKHU WKDQ FDOHQGDU ILVFDO \HDUV,/ PHDVXUHG LQ XQLWV RI 4/333 '01
6RXUFHV= 6DOLQJ $NWLHQI�KUHU/ YDULRXV LVVXHV/ 'DUPVWDGW/ *HUPDQ\= +RSSHQVWHGW ) &R1> +DQGEXFK GHU GHXWVFKHQ
$NWLHQJHVHOOVFKDIWHQ/ YDULRXV LVVXHV/ 'DUPVWDGW= +RSSHQVWHGW) &R1> *|SSO HW DO1 +4<<9,1

0LQLPXP 0HGLDQ 0HDQ 0D[LPXP 6WDQGDUG
'HYLDWLRQ

0DUNHW0WR0ERRN UDWLR RI HTXLW\ +07%, 31335 515<3 51:9< 471958 41;;3
5HWXUQ RQ DVVHWV +52$, 03167: 31398 31394 3165; 313;:
5HWXUQ RQ HTXLW\ +52(, 051584 31448 313:4 41459 31676
1XPEHU RI OLQHV RI EXVLQHVV 4 418 51494 4: 41<86
6WDQGDUG GHYLDWLRQ RI VWRFN UHWXUQV 313:< 31576 31583 31;46 313;6
/HYHUDJH +GHEW0HTXLW\ UDWLR, 31383 319;8 4143< 531;:8 41;;6
3HU0FDSLWD PDQDJHPHQW ERDUG FRPSHQVDWLRQ 484 8;6 988 5/657 63<
3HU0FDSLWD VXSHUYLVRU\ ERDUG FRPSHQVDWLRQ 61< 5518 631< 48818 5814
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7DEOH 7

)LUPV E\ W\SH RI PXOWL0OHYHO HTXLW\ RZQHUVKLS1 0XOWL0OHYHO RZQHUVKLS VWUXFWXUHV DUH HLWKHU S\UDPLGV RU FURVV0
VKDUHKROGLQJV1 $ S\UDPLG RFFXUV ZKHQ WKH ILUP¶V VWRFN LV KHOG LQGLUHFWO\ YLD +RQH RU PRUH, ILQDQFLDO KROGLQJ VKHOOV1
&URVV0VKDUHKROGLQJV DUH FDVHV ZKHUH ILUPV RZQ VKDUHV LQ HDFK RWKHU/ HLWKHU LQGLUHFWO\ YLD D ILQDQFLDO KROGLQJ VKHOO/ RU
GLUHFWO\1 7KH REVHUYDWLRQV DUH IURP WKH \HDU 4<<5 +6HSWHPEHU 63,/ WKH ODVW \HDU IRU ZKLFK ZH FROOHFWHG HTXLW\
RZQHUVKLS GDWD1 6RPH RI WKH W\SHV RI PXOWL0OHYHO HTXLW\ RZQHUVKLS GDWD OLVWHG DUH QRW PXWXDOO\ H[FOXVLYH1

)LUPV E\ 7\SH RI 0XOWL0/HYHO (TXLW\ 2ZQHUVKLS 1XPEHU +3HUFHQWDJH, RI )LUPV

)LUPV ZLWK S\UDPLGDO RZQHUVKLS VWUXFWXUH 58 +46,
)LUPV ZLWK VKDUHKROGHU WKDW RZQV GLUHFWO\ DQG WKURXJK S\UDPLG 6 +5,
)LUPV ZLWK VKDUHKROGHU WKDW RZQV WKURXJK PRUH WKDQ RQH S\UDPLG 5 +4,
)LUPV ZLWK FURVV0VKDUHKROGLQJV 4 +4,
)LUP ZLWKRXW DQ XOWLPDWH RZQHU +FRPSOHWHO\ GLVSHUVHG, ; +7,
7RWDO QXPEHU RI ILUPV 4;9
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7DEOH 8

6XPPDU\ PHDVXUHV RI IUDFWLRQV RI HTXLW\ FRQWURO ULJKWV KHOG E\ XOWLPDWH RZQHUV1 8OWLPDWH RZQHUV DUH VKDUHKROGHUV WKDW
DUH YLHZHG DV DJHQWV LQ FRQWURO RI WKHLU HTXLW\ VWDNHV/ DV RSSRVHG WR ILQDQFLDO KROGLQJ VKHOOV/ ZKLFK DUH VLPSO\ FRQWURO
YHKLFOHV1 %ORFNV DUH QRW DGGHG XS IRU HDFK W\SH RI XOWLPDWH RZQHU/ L1H1/ LI D ILUP KDV WZR EDQN EORFN KROGHUV WKH\ FRXQW
DV WZR REVHUYDWLRQV1 &ROXPQ 9 SUHVHQWV WKH GLIIHUHQFH LQ PHDQV EHWZHHQ WKH WZR FRGHWHUPLQDWLRQ UHJLPHV= PHDQ IRU
ILUPV ZLWK HTXDO UHVSUHVHQWDWLRQ PLQXV PHDQ IRU ILUPV ZKHUH HPSOR\HH UHSUHVHQWDWLRQV RFFXS\ RQH WKLUG RI WKH
VXSHUYLVRU\ ERDUG VHWV RQO\1 7KH REVHUYDWLRQV DUH IURP 6HSWHPEHU 63/ 4<<5/ ZKLFK LV WKH ODVW \HDU IRU ZKLFK ZH
FROOHFWHG HTXLW\ RZQHUVKLS GDWD1 6RXUFH= 6DOLQJ $NWLHQI�KUHU 4<<6/ 'DUPVWDGW/ *HUPDQ\= +RSSHQVWHGW) &R1/ 4<<51

7\SH RI 8OWLPDWH 2ZQHU
+4,

0LQLPXP

+5,

0HGLDQ

+6,

0HDQ

+7,

0D[LPXP

+8,

6WDQGDUG
'HYLDWLRQ

+9,

'LIIHUHQFH LQ 0HDQV
DFURVV &RGHWHUPLDWLRQ

5HJLPHV

(PSOR\HHV +((, 3 3 31335 3146; 31347 3
0DQDJHPHQW +(0, 3 3 31375 31;:3 31479 03134<
)DPLOLHV/ LQFO1 WUXVWV +(), 3 3 31439 31;;; 31564 031369
%DQNV/ GRPHVWLF +(%, 3 3 31393 31:99 3146; 3135;
%DQNV/ IRUHLJQ 3 3 31335 316<; 3135< 31336
1RQILQDQFLDO ILUP/
GRPHVWLF

3 31444 31639 4 3167< 031476

1RQILQDQFLDO ILUP/ IRUHLJQ 3 3 313<9 31<;< 31595 3138:
*RYHUQPHQW HQWLWLHV/ LQFO1
WUXVWV/ GRPHVWLF +(*,

3 3 31373 31<33 31477 031348

*RYHUQPHQW/ LQFO1 WUXVWV/
IRUHLJQ

3 3 31335 31573 31353 31336

,QVXUHUV/ GRPHVWLF 3 3 31368 4 31453 3135:
,QVXUHUV/ IRUHLJQ 3 3 3 3 3 3
7UXVWV +QRW HOVHZKHUH
FODVVLILHG,

3 3 31335 31668 31357 031338

3ULYDWH HTXLW\ IXQG/
GRPHVWLF

3 3 31339 318:3 31389 031348

3ULYDWH HTXLW\ IXQG/
IRUHLJQ

3 3 31334 31433 3133: 031334

%LJJHVW EORFN +(PD[, 3 31845 31869 31<<9 31596 031448
1XPEHU RI ILUPV 4;9
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7DEOH 9

'LVWULEXWLRQ RI XOWLPDWH RZQHUV E\ VL]H RI EORFN RI HTXLW\ FRQWURO ULJKWV1 8OWLPDWH RZQHUV DUH VKDUHKROGHUV WKDW DUH
YLHZHG DV DJHQWV LQ FRQWURO RI WKHLU HTXLW\ VWDNHV/ DV RSSRVHG WR ILQDQFLDO KROGLQJ VKHOOV/ ZKLFK DUH VLPSO\ FRQWURO
YHKLFOHV1 %ORFNV DUH QRW DGGHG XS IRU HDFK W\SH RI XOWLPDWH RZQHU/ L1H1/ LI D ILUP KDV WZR EDQN EORFN KROGHUV WKH\
FRXQW DV WZR REVHUYDWLRQV1 7KH FDVHV OLVWHG LQ FROXPQ 8 +ODUJHVW VKDUHKROGHU, DUH QRW PXWXDOO\ H[FOXVLYH/ EHFDXVH RI
WLHV1 7KH REVHUYDWLRQV DUH IURP 6HSWHPEHU 63/ 4<<5/ ZKLFK LV WKH ODVW \HDU IRU ZKLFK ZH FROOHFWHG HTXLW\ RZQHUVKLS
GDWD1 6RXUFH= 6DOLQJ $NWLHQI�KUHU 4<<6/ 'DUPVWDGW/ *HUPDQ\= +RSSHQVWHGW) &R1/ 4<<51

7\SH RI 8OWLPDWH 2ZQHU 1XPEHU +3HUFHQWDJH, RI )LUPV

6L]H RI EORFN
+4,

t 3138
+5,

t 3158
+6,
t 318

+7,
t 31:8

+8,
/DUJHVW

VKDUHKROGHU
0DQDJHPHQW +(0, 4; +43, 46 +:, 43 +8, 5 +4, 48 +;,
)DPLOLHV/ LQFO1 WUXVWV +(), 77 +56, 64 +4:, 55 +45, 43 +8, 63 +49,
%DQNV/ GRPHVWLF +(%, 73 +55, 57 +46, 7 +5, 5 +4, 4; +43,
%DQNV/ IRUHLJQ 4 +4, 4 +4, 3 +3, 3 +3, 3 +3,
1RQILQDQFLDO ILUP/ GRPHVWLF <: +85, ;: +7:, 96 +67, 69 +4<, :6 +6<,
1RQILQDQFLDO ILUP/ IRUHLJQ 59 +47, 56 +45, 53 +44, 49 +<, 56 +45,
*RYHUQPHQW HQWLWLHV/ LQFO1 WUXVWV/ GRPHVWLF +(*, 4; +43, 44 +9, < +8, 5 +4, 44 9,
*RYHUQPHQW/ LQFO1 WUXVWV/ IRUHLJQ 5 +4, 3 +3, 3 +3, 3 +3, 4 +4,
,QVXUHUV/ GRPHVWLF 56 +45, 43 +8, 5 +4, 5 +4, < +8,
,QVXUHUV/ IRUHLJQ 3 +3, 3 +3, 3 +3, 3 +3, 3 +3,
7UXVWV +QRW HOVHZKHUH FODVVLILHG, 4 +4, 4 +4, 3 +3, 3 +3, 4 +4,
3ULYDWH HTXLW\ IXQG/ GRPHVWLF 6 +5, 5 +4, 5 +4, 3 +3, 5 +4,
3ULYDWH HTXLW\ IXQG/ IRUHLJQ 4 +4, 3 +3, 3 +3, 3 +3, 3 +3,
/DUJHVW VKDUHKROGHU +(PD[, 4:: +<8, 48< +;8, 44: +96, 85 +5;, 000
1XPEHU RI ILUPV 4;9
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7DEOH :

&RUUHODWLRQ PDWUL[ RI LPSRUWDQW XOWLPDWH RZQHUV1 8OWLPDWH RZQHUV DUH VKDUHKROGHUV WKDW DUH YLHZHG DV DJHQWV LQ
FRQWURO RI WKHLU HTXLW\ VWDNHV/ DV RSSRVHG WR ILQDQFLDO KROGLQJ VKHOOV/ ZKLFK DUH VLPSO\ FRQWURO YHKLFOHV1
,PSRUWDQW XOWLPDWH RZQHUV DUH WKRVH WKDW DUH TXDQWLWDWLYHO\ PRVW VLJQLILFDQW +VHH 7DEOHV 8 DQG 9,1 %ORFNV RI
HTXLW\ FRQWURO ULJKWV DUH QRW DGGHG XS IRU HDFK W\SH RI XOWLPDWH RZQHU/ L1H1/ LI D ILUP KDV WZR EDQN EORFN KROGHUV
WKH\ FRXQW DV WZR REVHUYDWLRQV1 :H XVH 6SHDUPDQ¶V UDQN FRUUHODWLRQ FRHIILFLHQW/ ZKLFK XVHV DYHUDJH UDQNV LQ WKH
FDVH RI WLHV1 7KH REVHUYDWLRQV DUH IURP 6HSWHPEHU 63/ 4<<5/ ZKLFK LV WKH ODVW \HDU IRU ZKLFK ZH FROOHFWHG HTXLW\
RZQHUVKLS GDWD1 7KH QXPEHU RI REVHUYDWLRQV HTXDOV 4;91 - GHQRWHV VLJQLILFDQFH DW WKH 43( OHYHO/ -- GHQRWHV
VLJQLILFDQFH DW WKH 8( OHYHO/ DQG --- GHQRWHV VLJQLILFDQFH DW WKH 4( OHYHO1 6RXUFH= 6DOLQJ $NWLHQI�KUHU 4<<6/
'DUPVWDGW/ *HUPDQ\= +RSSHQVWHGW) &R1/ 4<<51

(PSOR\HHV
+((,

0DQDJHPHQW
+(0,

)DPLOLHV +(), 'RPHVWLF
%DQNV +(%,

1RQILQDQFLDO
)LUPV +(1,

(PSOR\HHV +((, 4

0DQDJHPHQW +(0, 31485-- 4

)DPLOLHV +(), 31454- 31376 4

'RPHVWLF %DQNV +(%, 03134; 03138< 31334 4

1RQILQDQFLDO )LUPV
+(1,

031446 03163;--- 031756--- 03158:--- 4

'RPHVWLF *RYHUQPHQW
(QWLWLHV +(*,

031389 03144: 0314;8-- 031376 0313;;
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7DEOH ;

&RQWURO FKDQJHV LQ ILUPV E\ W\SH RI WUDQVDFWLRQ1 :H PHDVXUHG FRQWURO FKDQJHV DV FKDQJHV LQ WKH LGHQWLW\ RI WKH
VKDUHKROGHU ZLWK WKH ODUJHVW IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV1 7KH WDEOH FRYHUV WKH SHULRG 4<;:04<<5/ ZKHUH 4<<5 LV WKH
ODVW \HDU IRU ZKLFK ZH FROOHFWHG HTXLW\ RZQHUVKLS GDWD1 7KH RZQHUVKLS LQIRUPDWLRQ GDWHV IURP 6HSWHPEHU 63 RI WKH
UHVSHFWLYH \HDUV1 )RU H[DPSOH/ FROXPQ 4 FRPSDUHV WKH HTXLW\ RZQHUVKLS GDWD IURP 6HSWHPEHU 63/ 4<;; WR WKH VDPH GD\
LQ 4<;:1 1RWH WKDW PRVW WUDGHV DUH EORFN WUDGHV/ L1H1/ D ODUJH VKDUHKROGHU VHOOV LWV HQWLUH EORFN WR RQH +RU VRPHWLPHV WZR,
RWKHU LQYHVWRU+V,1 7KH QXPEHU RI SRVVLEOH WUDQVDFWLRQV +ODVW URZ, LV WKH QXPEHU RI ILUPV WKDW DUH LQFOXGHG LQ WKH VDPSOH
LQ ERWK RI WZR QHLJKERULQJ \HDUV1 6RXUFH= 6DOLQJ $NWLHQI�KUHU/ 4<;;04<<6 LVVXHV/ 'DUPVWDGW/ *HUPDQ\= +RSSHQVWHGW )
&R1/ 4<;:04<<51

7\SH RI 7UDQVDFWLRQ
+4,

4<;:04<;;

+5,

4<;;04<;<

+6,

4<;<04<<3

+7,

4<<304<<4

+8,

4<<404<<5

+9,

4<;:04<<5

)DPLO\ VHOOV WR IDPLO\ 4 4 3 4 3 6
)DPLO\ VHOOV WR EDQN 3 3 3 3 3 3
)DPLO\ VHOOV WR QRQILQDQFLDO ILUP 4 5 5 3 3 8
%DQN VHOOV WR IDPLO\ 3 3 3 3 3 3
%DQN VHOOV WR EDQN 3 3 3 3 3 3
%DQN VHOOV WR QRQILQDQFLDO ILUP 3 7 5 5 3 ;
1RQILQDQFLDO ILUP VHOOV WR IDPLO\ 3 3 4 3 3 4
1RQILQDQFLDO ILUP VHOOV WR EDQN 5 3 3 7 3 9
1RQILQDQFLDO ILUP VHOOV WR QRQILQDQFLDO ILUP 5 5 9 5 7 49
*RYHUQPHQW IORDWV EORFN +SULYDWL]DWLRQ, 4 3 3 3 3 4
)DPLO\ IORDWV EORFN 3 3 4 4 3 5
,QYHVWRU DFFXPXODWHV GLVSHUVHG VKDUHV 4 5 5 3 3 8
2WKHU WUDQVDFWLRQV 4 4 5 3 4 8
7RWDO < 45 49 43 8 85
1XPEHU RI SRVVLEOH WUDQVDFWLRQV 4:5 4:6 4:: 4;3 4;8 ;;:
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7DEOH <

)LUP SHUIRUPDQFH DQG FRQWURO ULJKWV DOORFDWLRQ1 )LUP SHUIRUPDQFH LV PHDVXUHG E\ PDUNHW0WR0ERRN UDWLR RI HTXLW\/ 07% +SDQHO $,> UHWXUQ RQ DVVHWV/ 52$ +SDQHO
%,> DQG UHWXUQ RQ HTXLW\/ 52( +SDQHO &,1 :H HVWLPDWHG D VHPL0SDUDPHWULF UHJUHVVLRQ HTXDWLRQ \ I ]L L L= + ++ , ;Lββ ε / ZLWK \L EHLQJ WKH SHUIRUPDQFH RI ILUP L 1
7KH UHJUHVVRU ]L UHSUHVHQWV WKH VL]H RI ILUP L / ZKLFK +DORQJ ZLWK WKH LQWHUFHSW, LV LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1 7KH +URZ, YHFWRU ;L FRPSULVHV WKH REVHUYDWLRQV
RI ILUP L WKDW DUH FRQWDLQHG LQ WKH SDUDPHWULF SDUW/ DQG ε L LV DQ HUURU WHUP1 7KH SDUDPHWULF SDUW LQFOXGHV WKH IROORZLQJ YDULDEOHV/ WKH UHJUHVVLRQ FRHIILFLHQWV RI ZKLFK
DUH GLVSOD\HG LQ WKLV WDEOH= &R= HTXDO WR 4 LI WKHUH LV HTXDO UHSUHVHQWDWLRQ RQ WKH VXSHUYLVRU\ ERDUG/ 3 RWKHUZLVH> ((= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\
QRQ0H[HFXWLYH HPSOR\HHV> (0= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ PDQDJHPHQW +LQFOXGHV FRQWURO ULJKWV IURP FURVV0VKDUHKROGLQJ,> ()= IUDFWLRQ RI HTXLW\
FRQWURO ULJKWV KHOG E\ +GRPHVWLF RU IRUHLJQ, IDPLOLHV> (%= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ GRPHVWLF EDQNV> (1= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\
+GRPHVWLF RU IRUHLJQ, QRQILQDQFLDO ILUPV> (*= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ GRPHVWLF JRYHUQPHQW HQWLWLHV> (PD[= PD[LPXP IUDFWLRQ RI HTXLW\ FRQWURO
ULJKWV KHOG E\ D VLQJOH VKDUHKROGHU> 95= HTXDO WR 4 LI WKH ILUP KDV DGRSWHG D YRWLQJ UHVWULFWLRQ/ 3 RWKHUZLVH> ,6,&= LQGXVWU\ DIILOLDWLRQ EDVHG RQ ,QWHUQDWLRQDO
6WDQGDUG ,QGXVWULDO &ODVVLILFDWLRQ +8QLWHG 1DWLRQV/ 4<<3,/ ZLWK FDWHJRU\ ' +PDQXIDFWXULQJ, VHUYLQJ DV WKH QXPHUDLUH LQGXVWU\1 (TXLW\ FRQWURO ULJKWV YDULDEOHV/ 95
DQG 60&/ DUH ODJJHG E\ RQH \HDU1 6WDQGDUG HUURUV DUH FRUUHFWHG IROORZLQJ :KLWH +4<;3,1 W0VWDWLVWLFV DSSHDU LQ SDUHQWKHVHV/ ZKHUH - GHQRWHV VLJQLILFDQFH DW WKH
43( OHYHO/ -- GHQRWHV VLJQLILFDQFH DW WKH 8( OHYHO/ DQG --- GHQRWHV VLJQLILFDQFH DW WKH 4( OHYHO +DOO W0WHVWV DUH WZR0WDLOHG,1 7KH 55 RI WKLV VHPL0SDUDPHWULF
UHJUHVVLRQ PRGHO ZDV FDOFXODWHG DV WKH UDWLR RI UHJUHVVLRQ VXP RI VTXDUHV DQG WKH VXP RI UHJUHVVLRQ VXP RI VTXDUHV DQG HUURU VXP RI VTXDUHV1 7KH HVWLPDWHG
QRQSDUDPHWULF SDUW IRU WKH PHGLDQ \HDU +FROXPQ 6/ SDQHOV $0&, LV GLVSOD\HG LQ )LJXUHV 5071

3DQHO $=0DUNHW0WR0%RRN 5DWLR

<HDU
+4,
4<;<

+5,
4<<3

+6,
4<<4

+7,
4<<5

+8,
4<<6

,QGHSHQGHQW
9DULDEOH

&RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF,

&R 0516:: [ 4304 +051;37---, 051:<7 [ 4304 +06143;---, 051:6: [ 4304 +06149:---, 071953 [ 4304 +0718;4---, 06155: [ 4304 +061574---,
(( 0513:; +031875, 0517:; +031797, 041:39 +031<:3, 041798 +03197:, 04184: +031957,
(0 07146: [ 4304 +041746, 061655 [ 4304 +041554, 061:9: [ 4305 +031455, 815<; [ 4305 +31476, 0<19;; [ 4304 +041789,
() 61695 [ 4304 +4157<, 61:65 [ 4304 +417<;, 81;36 [ 4304 +517<3--, :16:< [ 4304 +6157;---, 071<:5 [ 4304 +031;45,
(% 71874 [ 4304 +41<53-, 519<: [ 4304 +41357, 61363 [ 4304 +414:3, 0:1:8< [ 4305 +031664, 041787 +041698,
(1 051446 [ 4304 +031;:3, 0513;< [ 4304 +04133<, 91<54 [ 4305 +3169<, 81:43 [ 4305 +31639, 0<1:79 [ 4304 +04176:,
(* 0<135; [ 4304 +05163<--, 041483 +0614;6---, 0917;; [ 4304 +041;:3-, 0718<< [ 4304 +041853, 041744 +051439--,
(PD[ 717:< [ 4304 +41<4;-, 7168< [ 4304 +5146<--, 51<<6 [ 4304 +4165<, 414:< [ 4304 +3183;, 81695 [ 4304 +41575,
95 0<1:43 [ 4306 +0313::, 04199< [ 4304 +041559, 04193; [ 4304 +04158:, 041:<7 [ 4304 +041878, 081365 [ 4305 +03153:,
,6,& $ 617<: [ 4304 +51859--, 618:; [ 4304 +51:6<---, 61537 [ 4304 +41<49-, 6179: [ 4304 +41:56-, ;16;4 [ 4304 +61446---,
,6,& & 71:4< [ 4304 +417:4, :1:44 [ 4304 +517;7--, 717<5 [ 4304 +41596, 717<: [ 4304 +419:4-, 7189; [ 4304 +41:35-,
,6,& ( 4195< [ 4304 +31<9;, 61:97 [ 4304 +51496--, 51649 [ 4304 +4179:, 41938 [ 4304 +414;5, 71797 [ 4304 +41;;<-,
,6,& ) 41969 [ 4304 +41745, 61396 [ 4304 +71434---, 5157; [ 4304 +51587--, 51895 [ 4304 +51:38---, <1<<7 [ 4305 +319::,
,6,& * 041455 [ 4304 +04135;, 0716;; [ 4305 +0316:6, 041458 [ 4305 +031456, 91<4< [ 4305 +31994, 41488 [ 4304 +413:9,
,6,& + 81:58 [ 4304 +914;3---, <1549 [ 4304 +<1<9;---, 41666 +471487---, 41686 +441786---, 4134< +61636---,
,6,& , 06173< [ 4304 +06174<---, 04176: [ 4304 +04138:, 0;173: [ 4305 +031688, 051986 [ 4304 +041434, 0414:: [ 4305 +03136;,
,6,& . 4138: +51878--, :16<6 [ 4304 +81636---, :13<3 [ 4304 +71545---, 516;4 [ 4304 +31973, 61396 [ 4304 +31;45,
,6,& 1 000 000 000 000 000 000 0;1;7< [ 4305 +031953, 713;3 [ 4304 +51<78---,
55 315;6 31669 31635 316:9 31493
1XPEHU RI
REVHUYDWLRQV 4:6 4:: 4;3 4;9 4;9
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7DEOH < +FRQW¶G,

3DQHO %= 5HWXUQ RQ $VVHWV

<HDU
+4,
4<;<

+5,
4<<3

+6,
4<<4

+7,
4<<5

+8,
4<<6

,QGHSHQGHQW
9DULDEOH

&RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF,

&R 081937 [ 4305 +081683---, 061:;9 [ 4305 +0614:4---, 061<6: [ 4305 +051<59---, 061;88 [ 4305 +0614:6---, 0:1733 [ 4305 +071:98---,
(( 0<1;88 [ 4304 +071594---, 0817<5 [ 4304 +04199:-, 71748 [ 4305 +314::, 0<1;:8 [ 4305 +031567, 0:18<< [ 4305 +0314<6,
(0 071973 [ 4305 +04157<, 41539 [ 4305 +3169;, <18;3 [ 4306 +31479, 081;84 [ 4305 +031<56, 0;1;45 [ 4306 +03148;,
() 0513<4 [ 4305 +031:<4, 91553 [ 4307 +31356, :1::8 [ 4305 +41;7;-, 041756 [ 4305 +0316<9, 61:7< [ 4305 +4144:,
(% 0;1<4; [ 4305 +041<48-, 05154; [ 4305 +031:86, 09147; [ 4305 +0417<<, 071758 [ 4305 +04189;, 061;<; [ 4305 +0413<5,
(1 081:3< [ 4305 +051:33---, 051537 [ 4305 +041444, 71499 [ 4305 +4164;, 051;48 [ 4305 +031<45, 071<89 [ 4305 +04186;,
(* 0;1;<7 [ 4305 +06156<---, 0816<< [ 4305 +051548--, 51587 [ 4305 +318;6, 081976 [ 4305 +041943, 09178; [ 4305 +041;48-,
(PD[ 41;38 [ 4305 +31:49, <1:88 [ 4306 +31757, 081383 [ 4305 +041779, 6185< [ 4305 +4148<, 41637 [ 4305 +3166<,
95 081837 [ 4306 +03163<, 041669 [ 4305 +031958, 041364 [ 4305 +031884, 081;3< [ 4306 +031675, 51656 [ 4305 +4167:,
,6,& $ 071673 [ 4305 +05173:--, 061446 [ 4305 +0513;7--, 071456 [ 4306 +03144<, 417<7 [ 4305 +3179<, 041;8: [ 4305 +0319<7,
,6,& & 61:49 [ 4305 +31<85, 91654 [ 4305 +51359--, 419<4 [ 4305 +31695, 41355 [ 4304 +71595---, 51536 [ 4305 +31<78,
,6,& ( 051:59 [ 4305 +041<4<-, 051;76 [ 4305 +0513;3--, 09135: [ 4305 +061<<8---, 041989 [ 4305 +0416;<, 41744 [ 4305 +31:::,
,6,& ) 061844 [ 4305 +0518:;---, 07194: [ 4305 +061657---, 061;39 [ 4305 +041456, 081363 [ 4306 +03149:, 614:8 [ 4305 +414;<,
,6,& * 8156: [ 4306 +315<7, 41546 [ 4305 +3177<, 061839 [ 4305 +031;76, 5137; [ 4305 +4148;, 61595 [ 4305 +41756,
,6,& + 0;16;: [ 4305 +0913;5---, 041743 [ 4305 +041579, 041359 [ 4305 +0317<:, 0:1<53 [ 4305 +081354---, 0:13;4 [ 4305 +051<76---,
,6,& , 061;36 [ 4305 +0516;9--, 0619<3 [ 4305 +0713<7---, 0816<< [ 4305 +051;45---, 0517;6 [ 4305 +041764, ;17<8 [ 4306 +316<;,
,6,& . 41347 [ 4304 +41733, 5134; [ 4305 +31889, 51<8: [ 4305 +31<4<, 81987 [ 4305 +31<45, 415:8 [ 4305 +31577,
,6,& 1 000 000 000 000 000 000 :16:; [ 4306 +31737, 041<79 [ 4305 +041363,
55 31653 31494 313;< 31466 31534
1XPEHU RI
REVHUYDWLRQV 4:4 4:7 4:: 4;7 4;8
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7DEOH < +FRQW¶G,

3DQHO &= 5HWXUQ RQ (TXLW\

<HDU
+4,
4<;<

+5,
4<<3

+6,
4<<4

+7,
4<<5

+8,
4<<6

,QGHSHQGHQW
9DULDEOH

&RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF,

&R 0;16;9 [ 4305 +051;;;---, 071;7< [ 4305 +0415<:, 071894 [ 4305 +031<4:, 091:45 [ 4305 +041695, 051359 [ 4304 +061343---,
(( 05195< +071773---, 041778 +041:55-, 6179: [ 4304 +31798, 08187; [ 4304 +031657, 0416:4 +03195<,
(0 0419;: [ 4304 +0419<9-, 041663 [ 4305 +031493, 9149; [ 4305 +31673, 051568 [ 4304 +031;;;, 41;;: [ 4305 +31443,
() 051486 [ 4305 +03158<, 41994 [ 4305 +31573, 51<93 [ 4304 +51883--, 091365 [ 4306 +031385, 415;; [ 4304 +4157<,
(% 04148; [ 4304 +041375, 71696 [ 4306 +31388, 081;75 [ 4305 +031765, 0:1:77 [ 4305 +031:98, 061<4: [ 4305 +031694,
(1 0;1:3; [ 4305 +0416;6, 41895 [ 4305 +315<6, 5157< [ 4304 +51:5;---, 041458 [ 4305 +031449, 0;14<5 [ 4305 +031;8<,
(* 04194: [ 4304 +041<95--, 071;56 [ 4305 +031977, 4187< [ 4304 +4196<, 041347 [ 4304 +031<69, 041446 [ 4304 +031<8:,
(PD[ 41743 [ 4304 +41:<4-, 71<9; [ 4305 +31:36, 0416;; [ 4304 +041657, :1:44 [ 4305 +31:89, 81;33 [ 4305 +31845,
95 517:4 [ 4305 +31943, 04193; [ 4305 +031693, 091744 [ 4306 +031484, 061468 [ 4305 +03189:, :1963 [ 4305 +417<4,
,6,& $ 081997 [ 4305 +041579, 091;86 [ 4305 +041859, 41398 [ 4305 +3143;, 41348 [ 4304 +31:97, 061794 [ 4305 +0316<;,
,6,& & 0419<9 [ 4305 +0315:;, 81477 [ 4305 +41458, 05188; [ 4305 +0315;:, 41<37 [ 4304 +515;3--, 4193< [ 4305 +31549,
,6,& ( 41793 [ 4305 +31647, 81:;; [ 4306 +3147<, 0;1478 [ 4305 +041;:9-, 615;6 [ 4305 +319<;, 414;4 [ 4304 +4196<,
,6,& ) 081835 [ 4305 +05135;--, 081:36 [ 4305 +041;:3-, 0:14;4 [ 4305 +041747, 616;9 [ 4305 +31;47, 41865 [ 4304 +61:5;---,
,6,& * 0513<5 [ 4305 +03189;, 41:;5 [ 4305 +31644, 0419:: [ 4304 +041663, 0:13<: [ 4306 +031473, 9194; [ 4305 +413<3,
,6,& + 051593 [ 4304 +0914<6---, 061434 [ 4305 +031;:7, 5147; [ 4305 +315<9, 0915:; [ 4305 +041386, 041964 [ 4304 +041<49-,
,6,& , 0413<5 [ 4304 +0518;:---, 04153: [ 4304 +071376---, 0416;6 [ 4304 +0516<<--, 0:1;8; [ 4305 +041693, 41796 [ 4305 +3154<,
,6,& . 41<9< [ 4304 +41::3-, :1:4: [ 4305 +31:87, 81<34 [ 4305 +3184;, <1733 [ 4305 +31979, 06174: [ 4305 +0315:3,
,6,& 1 000 000 000 000 000 000 91:8: [ 4307 +31343, 0413<4 [ 4304 +041;36-,
55 31499 31396 3137< 31396 31575
1XPEHU RI
REVHUYDWLRQV 4:6 4:: 4;3 4;9 4;9
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7DEOH 43

1XPEHU RI OLQHV RI EXVLQHVV DQG FRQWURO ULJKWV DOORFDWLRQ1 /LQHV RI EXVLQHVV DUH EDVHG RQ ,6,& GLYLVLRQV +,QWHUQDWLRQDO 6WDQGDUG ,QGXVWULDO &ODVVLILFDWLRQ RI $OO
(FRQRPLF $FWLYLWLHV/ 8QLWHG 1DWLRQV/ 4<<3,1 :H HVWLPDWHG D VHPL0SDUDPHWULF UHJUHVVLRQ HTXDWLRQ \ I ]L L L= + ++ , ;Lββ ε / ZLWK \L EHLQJ WKH +ORJ, QXPEHU RI ,6,&
GLYLVLRQV LQ ZKLFK ILUP L FRPSHWHV1 7KH UHJUHVVRU ]L UHSUHVHQWV WKH VL]H RI ILUP L / ZKLFK +DORQJ ZLWK WKH LQWHUFHSW, LV LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1 7KH +URZ,
YHFWRU ;L FRPSULVHV WKH REVHUYDWLRQV RI ILUP L WKDW DUH FRQWDLQHG LQ WKH SDUDPHWULF SDUW/ DQG ε L LV DQ HUURU WHUP1 7KH SDUDPHWULF SDUW LQFOXGHV WKH IROORZLQJ YDULDEOHV/
WKH UHJUHVVLRQ FRHIILFLHQWV RI ZKLFK DUH GLVSOD\HG LQ WKLV WDEOH= &R= HTXDO WR 4 LI WKHUH LV HTXDO UHSUHVHQWDWLRQ RQ WKH VXSHUYLVRU\ ERDUG/ 3 RWKHUZLVH> ((= IUDFWLRQ RI
HTXLW\ FRQWURO ULJKWV KHOG E\ QRQ0H[HFXWLYH HPSOR\HHV> (0= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ PDQDJHPHQW +LQFOXGHV FRQWURO ULJKWV IURP FURVV0
VKDUHKROGLQJ,> ()= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ +GRPHVWLF RU IRUHLJQ, IDPLOLHV> (%= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ GRPHVWLF EDQNV> (1=
IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ +GRPHVWLF RU IRUHLJQ, QRQILQDQFLDO ILUPV> (*= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ GRPHVWLF JRYHUQPHQW HQWLWLHV>
(PD[= PD[LPXP IUDFWLRQ RI HTXLW\ FRQWUROOHG ULJKWV KHOG E\ D VLQJOH VKDUHKROGHU> 95= HTXDO WR 4 LI WKH ILUP KDV DGRSWHG D YRWLQJ UHVWULFWLRQ/ 3 RWKHUZLVH> ,6,&=
LQGXVWU\ DIILOLDWLRQ EDVHG RQ ,QWHUQDWLRQDO 6WDQGDUG ,QGXVWULDO &ODVVLILFDWLRQ FDWHJRULHV +HDFK RI ZKLFK FRPSULVHV VHYHUDO GLYLVLRQV,/ ZLWK FDWHJRU\ '
+PDQXIDFWXULQJ, VHUYLQJ DV WKH QXPHUDLUH LQGXVWU\1 (TXLW\ FRQWURO ULJKWV YDULDEOHV/ 95 DQG 60&/ DUH ODJJHG E\ RQH \HDU1 6WDQGDUG HUURUV DUH FRUUHFWHG IROORZLQJ
:KLWH +4<;3,1 W0VWDWLVWLFV DSSHDU LQ SDUHQWKHVHV/ ZKHUH - GHQRWHV VLJQLILFDQFH DW WKH 43( OHYHO/ -- GHQRWHV VLJQLILFDQFH DW WKH 8( OHYHO/ DQG --- GHQRWHV
VLJQLILFDQFH DW WKH 4( OHYHO +DOO W0WHVWV DUH WZR0WDLOHG,1 7KH 55 RI WKLV VHPL0SDUDPHWULF UHJUHVVLRQ PRGHO ZDV FDOFXODWHG DV WKH UDWLR RI UHJUHVVLRQ VXP RI VTXDUHV DQG
WKH VXP RI UHJUHVVLRQ VXP RI VTXDUHV DQG HUURU VXP RI VTXDUHV1 7KH HVWLPDWHG QRQSDUDPHWULF SDUW IRU WKH PHGLDQ \HDU +FROXPQ 6, LV GLVSOD\HG LQ )LJXUH 81

<HDU
+4,
4<;<

+5,
4<<3

+6,
4<<4

+7,
4<<5

+8,
4<<6

,QGHSHQGHQW
9DULDEOH

&RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF,

&R <167< [ 4305 +31;95, 41648 [ 4304 +41655, 413<9 [ 4304 +31<;;, 061896 [ 4305 +031737, 51457 [ 4305 +3155:,
(( 41:45 +31753, 41477 +3164<, 041547 +03168<, 91:<7 [ 4305 +31365, 05138< [ 4304 +031436,
(0 051394 [ 4304 +0318;5, 051;<7 [ 4304 +041348, 41638 [ 4304 +31595, 718<: [ 4305 +3147:, 05134: [ 4304 +0318;3,
() 061:4: [ 4304 +04147;, 071436 [ 4304 +041658, 0513:9 [ 4305 +031393, 081;44 [ 4305 +031534, 051496 [ 4304 +031:35,
(% 061<:9 [ 4304 +041656, 051:<6 [ 4304 +031;4<, 041<<4 [ 4304 +0318:4, 041;99 [ 4304 +031887, 0513;8 [ 4304 +0318<6,
(1 051<38 [ 4304 +031<8:, 061;:5 [ 4304 +0417;<, 41:43 [ 4305 +031:43, :1577 [ 4305 +31634, 0413:8 [ 4304 +03173;,
(* 0:167: [ 4304 +041897, 0:1<;7 [ 4304 +041;3;-, 051;69 [ 4304 +031976, 061379 [ 4304 +0319;4, 071;5; [ 4304 +041379,
(PD[ 051755 [ 4304 +031;43, 04168< [ 4304 +031844, 0713;9 [ 4304 +04166:, 08138< [ 4304 +041<4:-, 051899 [ 4304 +031<39,
95 071399 [ 4304 +051477--, 061<:8 [ 4304 +0514:5--, 0616:5 [ 4304 +051369--, 061:58 [ 4304 +051454--, 0618<6 [ 4304 +05139:--,
,6,& $ 0518:7 [ 4304 +041765, 05143; [ 4304 +0417:;, 06188: [ 4304 +031948, 0713:7 [ 4304 +0518::---, 05177; [ 4304 +041767,
,6,& & <1;4< [ 4304 +7135;---, 41455 +71:74---, <1<75 [ 4304 +515;7--, <14;4 [ 4304 +71549---, <1789 [ 4304 +61;77---,
,6,& ( 518:< [ 4304 +416:9, 6163: [ 4304 +41;78-, 41;8; [ 4304 +31<;<, 41558 [ 4304 +319;9, 419:3 [ 4304 +31<46,
,6,& ) 61997 [ 4304 +41;<7-, 518:; [ 4304 +416:3, 516;8 [ 4304 +31<64, 514:5 [ 4304 +41499, 51389 [ 4304 +41453,
,6,& * ;19<6 [ 4305 +319:4, :1687 [ 4305 +318:7, 4139; [ 4304 +31894, 91688 [ 4305 +31874, 07173< [ 4306 +031369,
,6,& + 051735 [ 4304 +0419<3-, 051<86 [ 4304 +041<:6--, 051455 [ 4304 +0315;5, 051<87 [ 4304 +041<89-, 07148< [ 4304 +051;96---,
,6,& , 51:79 [ 4304 +4136;, 61894 [ 4304 +414<4, 51736 [ 4304 +31;33, 41874 [ 4304 +31795, 41;:< [ 4304 +318<;,
,6,& . 081654 [ 4304 +05184:--, 08165< [ 4304 +061349---, 091;;; [ 4304 +0418;3, 0:1;6; [ 4304 +061555---, 0:1495 [ 4304 +051:<9---,
,6,& 1 000 000 000 000 000 000 61874 [ 4304 +51<<;---, 717;3 [ 4304 +6184<---,
55 31536 3156; 31565 31588 31575
1XPEHU RI
REVHUYDWLRQV 4:6 4:: 4;3 4;9 4;9
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7DEOH 44

6WDQGDUG GHYLDWLRQ RI VWRFN UHWXUQV DQG FRQWURO ULJKWV DOORFDWLRQ1 7KH VWDQGDUG GHYLDWLRQ LV EDVHG RQ DQQXDOL]HG ZHHNO\ FRQWLQXRXV WRWDO UHWXUQV1 :H HVWLPDWHG D
VHPL0SDUDPHWULF UHJUHVVLRQ HTXDWLRQ \ IL L L= + ++ ,] ;Lββ ε / ZLWK \L EHLQJ WKH +ORJ RI WKH, VWDQGDUG GHYLDWLRQ RI WKH VWRFN UHWXUQV RI ILUP L 1 7KH YHFWRU ]L FRQWDLQV
WKH VL]H RI ILUP L / PHDVXUHG E\ WKH ORJ RI WKH VWRFN PDUNHW FDSLWDOL]DWLRQ RI ILUP L / 60&L / DQG WKH WRWDO VWRFN UHWXUQ IRU WKH \HDU RI ILUP L / 5L 1 7KHVH WZR YDULDEOHV/
DORQJ ZLWK WKH LQWHUFHSW/ DUH LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1 7KH +URZ, YHFWRU ;L FRPSULVHV WKH REVHUYDWLRQV RI ILUP L WKDW DUH FRQWDLQHG LQ WKH SDUDPHWULF SDUW/
DQG ε L LV DQ HUURU WHUP1 7KH SDUDPHWULF SDUW LQFOXGHV WKH IROORZLQJ YDULDEOHV/ WKH UHJUHVVLRQ FRHIILFLHQWV RI ZKLFK DUH GLVSOD\HG LQ WKLV WDEOH= &R= HTXDO WR 4 LI WKHUH LV
HTXDO UHSUHVHQWDWLRQ RQ WKH VXSHUYLVRU\ ERDUG/ 3 RWKHUZLVH> ((= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ QRQ0H[HFXWLYH HPSOR\HHV> (0= IUDFWLRQ RI HTXLW\ FRQWURO
ULJKWV KHOG E\ PDQDJHPHQW +LQFOXGHV FRQWURO ULJKWV IURP FURVV0VKDUHKROGLQJ,> ()= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ +GRPHVWLF RU IRUHLJQ, IDPLOLHV> (%=
IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ GRPHVWLF EDQNV> (1= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ +GRPHVWLF RU IRUHLJQ, QRQILQDQFLDO ILUPV> (*= IUDFWLRQ RI
HTXLW\ FRQWURO ULJKWV KHOG E\ GRPHVWLF JRYHUQPHQW HQWLWLHV> (PD[= PD[LPXP IUDFWLRQ RI HTXLW\ FRQWUROOHG ULJKWV KHOG E\ D VLQJOH VKDUHKROGHU> 95= HTXDO WR 4 LI WKH
ILUP KDV DGRSWHG D YRWLQJ UHVWULFWLRQ/ 3 RWKHUZLVH> /9= OHYHUDJH +ORJ IUDFWLRQ RI QRQ0HTXLW\ OLDELOLWLHV LQ WRWDO OLDELOLWLHV,> ,6,&= LQGXVWU\ DIILOLDWLRQ EDVHG RQ
,QWHUQDWLRQDO 6WDQGDUG ,QGXVWULDO &ODVVLILFDWLRQ FDWHJRULHV +8QLWHG 1DWLRQV/ 4<<3,/ ZLWK FDWHJRU\ ' +PDQXIDFWXULQJ, VHUYLQJ DV WKH QXPHUDLUH LQGXVWU\1 (TXLW\
FRQWURO ULJKWV YDULDEOHV/ 95 DQG 60&/ DUH ODJJHG E\ RQH \HDU1 6WDQGDUG HUURUV DUH FRUUHFWHG IROORZLQJ :KLWH +4<;3,1 W0VWDWLVWLFV DSSHDU LQ SDUHQWKHVHV/ ZKHUH -
GHQRWHV VLJQLILFDQFH DW WKH 43( OHYHO/ -- GHQRWHV VLJQLILFDQFH DW WKH 8( OHYHO/ DQG --- GHQRWHV VLJQLILFDQFH DW WKH4( OHYHO +DOO W0WHVWV DUH WZR0WDLOHG,1 7KH 55 RI
WKLV VHPL0SDUDPHWULF UHJUHVVLRQ PRGHO ZDV FDOFXODWHG DV WKH UDWLR RI UHJUHVVLRQ VXP RI VTXDUHV DQG WKH VXP RI UHJUHVVLRQ VXP RI VTXDUHV DQG HUURU VXP RI VTXDUHV1 7KH
HVWLPDWHG QRQSDUDPHWULF SDUW IRU WKH PHGLDQ \HDU +FROXPQ 6, LV GLVSOD\HG LQ )LJXUHV 9 DQG :1

<HDU
+4,
4<;<

+5,
4<<3

+6,
4<<4

+7,
4<<5

+8,
4<<6

,QGHSHQGHQW
9DULDEOH

&RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF,

&R 0617:9 [ 4305 +0318;4, 415;4 [ 4304 +4198;-, 517;5 [ 4304 +517:9--, 41366 [ 4304 +31<54, 41:33 [ 4304 +5156:--,
(( 041:39 +0513:7--, 041496 +031<5;, 0415<5 [ 4304 +03139:, 041<;; +041678, 041:48 [ 4304 +03147;,
(0 41<<; [ 4304 +41856, 071796 [ 4306 +031358, 417;7 [ 4304 +3197<, 04138; [ 4304 +03174:, 51:7; [ 4304 +41358,
() 41;3; [ 4304 +4169;, 061;37 [ 4304 +051388--, 051<73 [ 4304 +0418:4, 0719:7 [ 4304 +0515;:--, 517<< [ 4304 +41644,
(% 61795 [ 4304 +6144<---, 041549 [ 4304 +031:79, 61633 [ 4304 +41:54-, 04166; [ 4305 +031399, 617<6 [ 4304 +51866--,
(1 51<48 [ 4304 +51845--, 0613:7 [ 4304 +04199<-, 041563 [ 4305 +0313:6, 051;<3 [ 4304 +041768, 61<<; [ 4304 +51:87---,
(* 6165; [ 4304 +41536, 041<86 [ 4304 +031:96, 041;57 [ 4304 +031774, 071;:8 [ 4304 +0418;4, 51688 [ 4304 +413:4,
(PD[ 0916:5 [ 4305 +03179<, 51735 [ 4304 +416;9, 41;8< [ 4304 +31<6;, 5197< [ 4304 +41583, 051773 [ 4304 +0417<8,
95 419<5 [ 4305 +315<9, 041778 [ 4306 +031347, 4189; [ 4304 +41983-, 41497 [ 4304 +41644, 04135< [ 4304 +041:8;-,
/9 516;7 [ 4306 +31368, 81;;< [ 4306 +313;;, 0413<6 [ 4304 +04187:, 04185< [ 4305 +03154;, 091367 [ 4305 +0415:4,
,6,& ( 081375 [ 4305 +0319<;, 061:63 [ 4304 +06179:---, 061874 [ 4304 +051:77---, 051997 [ 4304 +051545--, 041337 [ 4304 +041477,
,6,& ) 051754 [ 4304 +041:39-, 081868 [ 4304 +061:7<---, 091598 [ 4304 +061549---, 081<33 [ 4304 +061663---, 0518;: [ 4304 +051355--,
,6,& * 041565 [ 4305 +031467, 051::< [ 4304 +0517;:--, 0714<; [ 4304 +051;83---, 051888 [ 4304 +0419:7-, 0414:3 [ 4304 +0415::,
,6,& , 0<16:3 [ 4305 +031754, 041<56 [ 4304 +031<34, 09186; [ 4305 +0315<:, 0619;9 [ 4304 +0419;6-, 041959 [ 4304 +04148:,
,6,& . 071833 [ 4305 +031698, 081867 [ 4304 +061698---, 71<45 [ 4305 +315;8, 041:84 [ 4304 +03195<, <1<87 [ 4305 +31834,
,6,& 1 000 000 000 000 000 000 041:3< [ 4304 +041355, 41:;7 [ 4304 +41685,
55 31757 314;9 3164: 31657 316;:
1XPEHU RI
REVHUYDWLRQV 449 454 457 464 465
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7DEOH 45

)LUP OHYHUDJH DQG FRQWURO ULJKWV DOORFDWLRQ1 )LUP OHYHUDJH LV PHDVXUHG E\ WKH +ORJ RI WKH, GHEW0HTXLW\ UDWLR1 7KH GHEW0HTXLW\ UDWLR ZDV FDOFXODWHG IRU WKH HQG RI WKH
ILVFDO \HDU1 'HEW FRPSULVHV DOO QRQ0HTXLW\ OLDELOLWLHV ZLWK VWDWHG PDWXULW\1 :H HVWLPDWHG D VHPL0SDUDPHWULF UHJUHVVLRQ HTXDWLRQ \ I ]L L L= + ++ , ;Lββ ε / ZLWK \L EHLQJ
WKH GHEW0HTXLW\ UDWLR RI ILUP L 1 7KH UHJUHVVRU ]L UHSUHVHQWV WKH VL]H RI ILUP L / ZKLFK +DORQJ ZLWK WKH LQWHUFHSW, LV LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1 7KH +URZ, YHFWRU
;L FRPSULVHV WKH REVHUYDWLRQV RI ILUP L WKDW DUH FRQWDLQHG LQ WKH SDUDPHWULF SDUW/ DQG ε L LV DQ HUURU WHUP1 7KH SDUDPHWULF SDUW LQFOXGHV WKH IROORZLQJ YDULDEOHV/ WKH
UHJUHVVLRQ FRHIILFLHQWV RI ZKLFK DUH GLVSOD\HG LQ WKLV WDEOH= &R= HTXDO WR 4 LI WKHUH LV HTXDO UHSUHVHQWDWLRQ RQ WKH VXSHUYLVRU\ ERDUG/ 3 RWKHUZLVH> ((= IUDFWLRQ RI
HTXLW\ FRQWURO ULJKWV KHOG E\ QRQ0H[HFXWLYH HPSOR\HHV> (0= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ PDQDJHPHQW +LQFOXGHV FRQWURO ULJKWV IURP FURVV0
VKDUHKROGLQJ,> ()= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ +GRPHVWLF RU IRUHLJQ, IDPLOLHV> (%= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ GRPHVWLF EDQNV> (1=
IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ +GRPHVWLF RU IRUHLJQ, QRQILQDQFLDO ILUPV> (*= IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ GRPHVWLF JRYHUQPHQW HQWLWLHV>
(PD[= PD[LPXP IUDFWLRQ RI HTXLW\ FRQWUROOHG ULJKWV KHOG E\ D VLQJOH VKDUHKROGHU> 95= HTXDO WR 4 LI WKH ILUP KDV DGRSWHG D YRWLQJ UHVWULFWLRQ/ 3 RWKHUZLVH> ,6,&=
LQGXVWU\ DIILOLDWLRQ EDVHG RQ ,QWHUQDWLRQDO 6WDQGDUG ,QGXVWULDO &ODVVLILFDWLRQ FDWHJRULHV +8QLWHG 1DWLRQV/ 4<<3,/ ZLWK FDWHJRU\ ' +PDQXIDFWXULQJ, VHUYLQJ DV WKH
QXPHUDLUH LQGXVWU\1 (TXLW\ FRQWURO ULJKWV YDULDEOHV/ 95 DQG 60&/ DUH ODJJHG E\ RQH \HDU1 6WDQGDUG HUURUV DUH FRUUHFWHG IROORZLQJ :KLWH +4<;3,1 W0VWDWLVWLFV
DSSHDU LQ SDUHQWKHVHV/ ZKHUH - GHQRWHV VLJQLILFDQFH DW WKH 43( OHYHO/ -- GHQRWHV VLJQLILFDQFH DW WKH 8( OHYHO/ DQG --- GHQRWHV VLJQLILFDQFH DW WKH 4( OHYHO +DOO W0
WHVWV DUH WZR0WDLOHG,1 7KH 55 RI WKLV VHPL0SDUDPHWULF UHJUHVVLRQ PRGHO ZDV FDOFXODWHG DV WKH UDWLR RI UHJUHVVLRQ VXP RI VTXDUHV DQG WKH VXP RI UHJUHVVLRQ VXP RI
VTXDUHV DQG HUURU VXP RI VTXDUHV1 7KH HVWLPDWHG QRQSDUDPHWULF SDUW IRU WKH PHGLDQ \HDU +FROXPQ 6, LV GLVSOD\HG LQ )LJXUH ;1

<HDU
+4,
4<;<

+5,
4<<3

+6,
4<<4

+7,
4<<5

+8,
4<<6

,QGHSHQGHQW
9DULDEOH

&RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF,

&R 81<8; [ 4304 +61<<;---, 8147< [ 4304 +6145:---, 71<73 [ 4304 +51<63---, 513;7 [ 4304 +4149<, 51;;4 [ 4304 +41:6<-,
(( 041633 [ 43 +031<34, <1883 +515:;--, 614:4 +31:7;, 61586 +31888, 41<4< +31656,
(0 51;44 [ 4304 +3195<, 714:6 [ 4304 +31<55, :175< [ 4304 +41575, 91556 [ 4304 +31<;9, 051689 [ 4304 +031786,
() 071:37 [ 4304 +0413:8, 41<:9 [ 4304 +3179<, 816:; [ 4304 +413:<, 81954 [ 4304 +4145: 051494 [ 4304 +03184;,
(% 81977 [ 4304 +414;;, 5146< [ 4304 +317:7, 413;8 +513<;--, ;1639 [ 4304 +41;74-, 71896 [ 4304 +31<5<,
(1 61785 [ 4304 +31<87, 71<9; [ 4304 +417<5, ;1665 [ 4304 +41;55-, 61:38 [ 4304 +31;:3, 0;1794 [ 4307 +031335,
(* 913<: [ 4304 +4137:, 4135: +41;<:-, 4167< +41;:9-, <1653 [ 4304 +4155<, 817<6 [ 4304 +31:65,
(PD[ 7187; [ 4304 +414:3, 091656 [ 4306 +031349, ;15<< [ 4305 +314:3, 51753 [ 4304 +31878, 51;8< [ 4304 +31:6:,
95 081363 [ 4305 +0314<8, 061548 [ 4304 +041638, :1:58 [ 4305 +31637, 081;87 [ 4305 +031566, 0519:; [ 4304 +041496,
,6,& $ 0614<6 [ 4304 +041689, 061397 [ 4304 +0415<;, 081;33 [ 4304 +0514;;--, 061<45 [ 4304 +041766, 51886 [ 4304 +4137<,
,6,& & 0417<< +061974---, 041754 +051<77---, 0<166: [ 4304 +0417;5, 0413;; +041698, 0;1<68 [ 4304 +0413:<,
,6,& ( 71468 [ 4305 +314<<, 041:78 [ 4304 +031;3;, 0519<7 [ 4304 +0413<;, 071;37 [ 4304 +041<5;-, 071933 [ 4304 +041;5<-,
,6,& ) :1949 [ 4304 +518;4---, ;1786 [ 4304 +51743--, <194; [ 4304 +518;7---, <1:97 [ 4304 +61579---, <1934 [ 4304 +71769---,
,6,& * 41<69 [ 4304 +31;49, 51<88 [ 4304 +41676, 7193< [ 4304 +41<69-, 81346 [ 4304 +51386--, 81<54 [ 4304 +61549---,
,6,& + 51649 [ 4305 +31455, 61:68 [ 4304 +41<<8--, 6179: [ 4304 +4147;, 51463 +;1843---, 51583 +<1543---,
,6,& , 71398 [ 4304 +51369--, 71;95 [ 4305 +31457, 617<: [ 4304 +31:99, 71:96 [ 4304 +31;98, 815<9 [ 4304 +4133;,
,6,& . 0417:< [ 4304 +031585, 0913;6 [ 4304 +031;:3, 041477 [ 4304 +031464, 091:;< [ 4304 +0318<<, 0:17;6 [ 4304 +041599,
,6,& 1 000 000 000 000 000 000 081465 [ 4304 +051688--, 0;1765 [ 4305 +031756,
55 31636 31575 31567 31574 315<9
1XPEHU RI
REVHUYDWLRQV 4:6 4:: 4;3 4;9 4;9
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7DEOH 46

&RQFHQWUDWLRQ RI HTXLW\ FRQWURO ULJKWV DQG FRGHWHUPLQDWLRQ1 (TXLW\ FRQWURO ULJKWV FRQFHQWUDWLRQ LV PHDVXUHG E\ WKH +ORJ RI WKH, ODUJHVW IUDFWLRQ RI HTXLW\ FRQWURO
ULJKWV KHOG E\ VLQJOH VKDUHKROGHU/ (PD[1 )LUP VL]H LV PHDVXUHG E\ WKH ORJ RI WKH ODJJHG YDOXH RI VWRFN PDUNHW FDSLWDOL]DWLRQ/ 60&1 :H HVWLPDWHG D VHPL0SDUDPHWULF
UHJUHVVLRQ HTXDWLRQ \ I ]L L L= + ++ , ;Lββ ε / ZLWK \L EHLQJ ( LPD[ 1 7KH UHJUHVVRU ]L UHSUHVHQWV WKH VL]H RI ILUP L / 60&L / ZKLFK +DORQJ ZLWK WKH LQWHUFHSW, LV
LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1 7KH UHJUHVVRU ]L UHSUHVHQWV WKH VL]H RI ILUP L / ZKLFK +DORQJ ZLWK WKH LQWHUFHSW, LV LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1 7KH +URZ,
YHFWRU ;L FRPSULVHV WKH REVHUYDWLRQV RI ILUP L WKDW DUH FRQWDLQHG LQ WKH SDUDPHWULF SDUW/ DQG ε L LV DQ HUURU WHUP1 7KH SDUDPHWULF SDUW LQFOXGHV WKH IROORZLQJ YDULDEOHV/
WKH UHJUHVVLRQ FRHIILFLHQWV RI ZKLFK DUH GLVSOD\HG LQ WKLV WDEOH= &R= HTXDO WR 4 LI WKHUH LV HTXDO UHSUHVHQWDWLRQ RQ WKH VXSHUYLVRU\ ERDUG/ 3 RWKHUZLVH> ,6,&= LQGXVWU\
DIILOLDWLRQ EDVHG RQ ,QWHUQDWLRQDO 6WDQGDUG ,QGXVWULDO &ODVVLILFDWLRQ FDWHJRULHV +8QLWHG 1DWLRQV/ 4<<3,/ ZLWK FDWHJRU\ ' +PDQXIDFWXULQJ, VHUYLQJ DV WKH QXPHUDLUH
LQGXVWU\1 7KH YDULDEOHV &R DQG 60& DUH ODJJHG E\ RQH \HDU1 6WDQGDUG HUURUV DUH FRUUHFWHG IROORZLQJ :KLWH +4<;3,1 W0VWDWLVWLFV DSSHDU LQ SDUHQWKHVHV/ ZKHUH -
GHQRWHV VLJQLILFDQFH DW WKH 43( OHYHO/ -- GHQRWHV VLJQLILFDQFH DW WKH 8( OHYHO/ DQG --- GHQRWHV VLJQLILFDQFH DW WKH 4( OHYHO +DOO W0WHVWV DUH WZR0WDLOHG,1 7KH 55 RI
WKLV VHPL0SDUDPHWULF UHJUHVVLRQ PRGHO ZDV FDOFXODWHG DV WKH UDWLR RI UHJUHVVLRQ VXP RI VTXDUHV DQG WKH VXP RI UHJUHVVLRQ VXP RI VTXDUHV DQG HUURU VXP RI VTXDUHV1 'XH
WR WKH ODJ VWUXFWXUH RI WKH YDULDEOHV/ RQO\ IRXU \HDUV RI GDWD DUH DYDLODEOH1 :H GURSSHG 43 REVHUYDWLRQV ZLWK (PD[ HTXDO WR ]HUR LQ 4<;</ DQG < REVHUYDWLRQV LQ HDFK RI
WKH \HDUV 4<<304<<51 7KH HVWLPDWHG QRQSDUDPHWULF SDUW IRU WKH PHGLDQ \HDU LQ WKH VDPSOH +FROXPQ 6, LV GLVSOD\HG LQ )LJXUH <1

<HDU
+4,
4<;<

+5,
4<<3

+6,
4<<4

+7,
4<<5

,QGHSHQGHQW
9DULDEOH

&RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF,

&R 04145: [ 4304 +041468, 0819;7 [ 4305 +0317:8, 07179: [ 4305 +0316<<, 04175: [ 4304 +0416;;,
,6,& $ 51679 [ 4305 +3155:, ;175; [ 4305 +31;43, 04196; [ 4305 +031483, 0:1779 [ 4305 +031:75,
,6,& & 41458 [ 4304 +3175;, 5169: [ 4304 +413<;, 51775 [ 4304 +31;:6, 4196< [ 4304 +31979,
,6,& ( 0:157: [ 4305 +031:46, 41743 [ 4305 +31465, <1998 [ 4305 +31;7:, 041558 [ 4305 +03144;,
,6,& ) 051:3< [ 4304 +04167;, 0416:< [ 4304 +031:3;, 041893 [ 4304 +031;63, 041979 [ 4304 +031<:;,
,6,& * 051853 [ 4304 +0516;9--, 051744 [ 4304 +041959, 0519<; [ 4304 +041;:<-, 051695 [ 4304 +05168;--,
,6,& + 41366 [ 4305 +31444, 71549 [ 4306 +31387, 041535 [ 4304 +0415;9, 0413<6 [ 4304 +031;7:,
,6,& , 051574 [ 4304 +031869, 061746 [ 4304 +031;7<, 06134; [ 4304 +031<38, 0616:< [ 4304 +041398,
,6,& . 0414<9 +0481783---, 041486 +0:1665---, 041574 +091743---, 0415;4 +0;173:---,
,6,& 1 000 000 000 000 0:1578 [ 4305 +031:87,
55 31469 31444 31445 31439
1XPEHU RI
REVHUYDWLRQV 496 49; 4:4 4::
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7DEOH 47

%RDUG FRPSHQVDWLRQ DQG FRGHWHUPLQDWLRQ1 :H DQDO\]H WKH HIIHFWV RI FRGHWHUPLQDWLRQ RQ WKH SHUIRUPDQFH0VHQVLWLYLW\ RI WKH VXSHUYLVRU\ ERDUG DQG WKH
PDQDJHPHQW ERDUG FRPSHQVDWLRQV1 )LUP SHUIRUPDQFH LV PHDVXUHG E\ WKH ORJ RI WKH PDUNHW0WR0ERRN UDWLR RI HTXLW\/ 07%/ ZKLOH ERDUG FRPSHQVDWLRQ LV PHDVXUHG
E\ WKH ORJ RI FRPSHQVDWLRQ SHU PHPEHU/ PHDVXUHG LQ XQLWV RI 4 '01 :H HVWLPDWHG D VHPL0SDUDPHWULF UHJUHVVLRQ HTXDWLRQ \ IL L L= + ++ ,] ;Lββ ε / ZLWK \L EHLQJ
WKH SHU0FDSLWD VXSHUYLVRU\ ERDUG FRPSHQVDWLRQ RI ILUP L 1 7KH YHFWRU ]L FRQWDLQV WKH SHUIRUPDQFH RI ILUP L / 07%L / DQG WKH VL]H RI ILUP L / PHDVXUHG E\ WKH ORJ RI WKH
VWRFN PDUNHW FDSLWDOL]DWLRQ RI ILUP L / ODJJHG E\ RQH \HDU/ 60&L 1 7KHVH WZR YDULDEOHV/ DORQJ ZLWK WKH LQWHUFHSW/ DUH LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1 7KH +URZ,
YHFWRU ;L FRPSULVHV WKH REVHUYDWLRQV RI ILUP L WKDW DUH FRQWDLQHG LQ WKH SDUDPHWULF SDUW/ DQG ε L LV DQ HUURU WHUP1 ([SODQDWRU\ YDULDEOHV LQ WKH SDUDPHWULF SDUW DUH &R=
HTXDO WR 4 LI WKHUH LV HTXDO UHSUHVHQWDWLRQ RQ WKH VXSHUYLVRU\ ERDUG/ 3 RWKHUZLVH> &R [ 3HUI= LQWHUDFWLRQ WHUP EHWZHHQ ILUP SHUIRUPDQFH DQG HTXDO UHSUHVHQWDWLRQ>
,6,&= LQGXVWU\ DIILOLDWLRQ EDVHG RQ ,QWHUQDWLRQDO 6WDQGDUG ,QGXVWULDO &ODVVLILFDWLRQ +8QLWHG 1DWLRQV/ 4<<3,/ ZLWK FDWHJRU\ ' +PDQXIDFWXULQJ, VHUYLQJ DV WKH
QXPHUDLUH LQGXVWU\1 6WDQGDUG HUURUV DUH FRUUHFWHG IROORZLQJ :KLWH +4<;3,1 W0VWDWLVWLFV DSSHDU LQ SDUHQWKHVHV/ ZKHUH - GHQRWHV VLJQLILFDQFH DW WKH 43( OHYHO/ --
GHQRWHV VLJQLILFDQFH DW WKH 8( OHYHO/ DQG --- GHQRWHV VLJQLILFDQFH DW WKH 4( OHYHO +DOO W0WHVWV DUH WZR0WDLOHG,1 7KH 55 RI WKLV VHPL0SDUDPHWULF UHJUHVVLRQ PRGHO ZDV
FDOFXODWHG DV WKH UDWLR RI UHJUHVVLRQ VXP RI VTXDUHV DQG WKH VXP RI UHJUHVVLRQ VXP RI VTXDUHV DQG HUURU VXP RI VTXDUHV1 7KH HVWLPDWHG QRQSDUDPHWULF SDUW IRU WKH
PHGLDQ \HDU +FROXPQ 6/ 3DQHOV $/ %, LV GLVSOD\HG LQ )LJXUHV <0451

3DQHO $=0DQDJHPHQW %RDUG

<HDU
+4,
4<;<

+5,
4<<3

+6,
4<<4

+7,
4<<5

+8,
4<<6

,QGHSHQGHQW
9DULDEOH

&RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF,

&R 41999 [ 4304 +31<84, 514:4 [ 4304 +41:43-, 814:< [ 4306 +3136:, 616;3 [ 4305 +31649, 41<:; [ 4304 +41739,
&R [ 3HUI 0;1378 [ 4305 +03193<, 081;38 [ 4305 +031::9, 0:18:6 [ 4305 +031949, 0515;< [ 4305 +03155:, 051667 [ 4304 +0417<6,
,6,& $ 0414<: [ 4304 +0414<7, <17<8 [ 4305 +41383, 041663 [ 4304 +0418<3, 0614:< [ 4305 +031786, 61;76 [ 4304 +41855,
,6,& & 081765 [ 4304 +0713:5---, 061;3; [ 4304 +071699---, 0;134< [ 4304 +051<6:---, 0919:5 [ 4304 +041:69-, 061334 [ 4304 +051876--,
,6,& ( 071993 [ 4304 +0916;9---, 071835 [ 4304 +0914:7---, 081<39 [ 4304 +0:1;9;---, 08148: [ 4304 +081;58---, 0716;3 [ 4305 +031<8<,
,6,& ) 7137: [ 4305 +31845, 05183; [ 4305 +03159:, 41439 [ 4304 +31<<8, <15:; [ 4305 +41394, 61;<8 [ 4304 +516<:--,
,6,& * 51688 [ 4304 +613;9---, 613;4 [ 4304 +61965---, 51766 [ 4304 +5177:--, 518:3 [ 4304 +61894---, 7175< [ 4304 +61<;4---,
,6,& + 416:3 [ 4304 +31969, 71;;< [ 4304 +51695--, 0617<: [ 4304 +0417:8, 06196< [ 4305 +0314<6, 0719:: [ 4304 +041886,
,6,& , 05198; [ 4304 +0415;9, 051;;5 [ 4304 +05149:--, 05149; [ 4304 +041493, 0;1<7: [ 4305 +031745, 04148< [ 4304 +0316;:,
,6,& . 41:69 [ 4305 +313:9, 51<76 [ 4304 +31<<8, 51659 [ 4305 +31445, ;1;69 [ 4305 +3169:, 51535 [ 4304 +41398,
,6,& 1 000 000 000 000 000 000 51<<; [ 4304 +61<:;---, <175: [ 4304 +61;95---,
55 31734 31848 31838 31748 3157:
1XPEHU RI
REVHUYDWLRQV 49; 4:4 4:5 4:9 4:4
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7DEOH 47 +FRQW¶G,

3DQHO %= 6XSHUYLVRU\ %RDUG

<HDU
+4,
4<;<

+5,
4<<3

+6,
4<<4

+7,
4<<5

+8,
4<<6

,QGHSHQGHQW
9DULDEOH

&RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF, &RHIILFLHQW +W06WDWLVWLF,

&R ;134: [ 4305 +31673, 04137; [ 4304 +031893, 0;1356 [ 4305 +031764, 04189; [ 4304 +031<98, 0;1:4< [ 4305 +031686,
&R [ 3HUI 04184< [ 4304 +031;;3, :1558 [ 4305 +31973, 81:;: [ 4305 +3169:, 5135< [ 4305 +31453, 06178: [ 4304 +04156<,
,6,& $ 81<86 [ 4304 +613:3---, 51:94 [ 4304 +4184;, 91565 [ 4304 +61774---, 81:<9 [ 4304 +61748---, 4164: +515:9--,
,6,& & 041:5: [ 4304 +03177<, 081787 [ 4304 +0514:3--, 061<93 [ 4304 +051568--, 0719:7 [ 4304 +051945---, 07155: [ 4304 +04169<,
,6,& ( 0818<6 [ 4304 +0719:<---, 08154: [ 4304 +07145:---, 071<58 [ 4304 +0713;<---, 0716:4 [ 4304 +0617:9---, 4173: [ 4304 +41;8;-,
,6,& ) 0<174; [ 4305 +0318<:, 0614:: [ 4304 +041<39-, 051::8 [ 4304 +0416:7, 041735 [ 4304 +031978, ;1344 [ 4304 +71794---,
,6,& * 41<67 [ 4305 +3146:, ;13;: [ 4305 +31793, ;1378 [ 4305 +31749, 418<6 [ 4304 +31<95, 91954 [ 4304 +518<8---,
,6,& + 0;1:66 [ 4304 +0618<9---, :143; [ 4304 +51:33---, 51<<9 [ 4304 +31;;;, 06163< [ 4304 +0413;8, 0<1:65 [ 4304 +041745,
,6,& , 07195; [ 4304 +041765, 0;19<; [ 4304 +05143<--, 051;;3 [ 4304 +031;38, 0515;< [ 4304 +0319<5, 0614<9 [ 4304 +031:3;,
,6,& . 081;87 [ 4305 +0315;4, 071:88 [ 4304 +051:37---, :18:; [ 4305 +316<6, 041598 [ 4304 +031867, 71<94 [ 4304 +41<<4--,
,6,& 1 000 000 000 000 000 000 913:6 [ 4304 +6198;---, 417:4 +51<55---,
55 3155< 3165< 31647 31646 315;3
1XPEHU RI
REVHUYDWLRQV 49; 4:4 4:5 4:9 4:4
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)LJ1 41 /LQRW\SH0+HOO $* DV DQ H[DPSOH IRU D S\UDPLG1 )ROORZLQJ RXU SULQFLSOH RI GHILQLQJ FRQWURO ULJKWV
EDVHG RQ YRWHV/ WKH JUDSK GLVSOD\V RZQHUVKLS DV IUDFWLRQV RI YRWHV +ZKLFK LV QRW QHFHVVDULO\ LGHQWLFDO WR WKH
IUDFWLRQV RI HTXLW\ IURP ZKLFK WKHVH YRWHV HPDQDWH,1 /LQRW\SH0+HOO $* KDV WZR EORFN KROGHUV= 6LHPHQV $*
+66(, DQG )UHJD 9HUP|JHQVYHUZDOWXQJVJHVHOOVFKDIW PE+ +4919:( SOXV RQH VKDUH,/ D ILQDQFLDO KROGLQJ VKHOO1
)UHJD LV RZQHG E\ &RPPHU]EDQN $* +73(,/ %�KUPDQQ07HWWHURGH 1HGHUODQG 1191 +53(,/ 7KH (DVW $VLD &R1
/WG1 $26/ &RSHQKDJHQ +53(,/ DQG ,GXQD /HEHQVYHUVLFKHUXQJ +53(,1 6LHPHQV/ %�KUPDQQ07HWWHURGH/ WKH (DVW0
$VLD &R1/ DQG ,GXQD DUH XOWLPDWH RZQHUV1 $OORFDWLRQ RI HTXLW\ FRQWURO ULJKWV DFFRUGLQJ WR WKH ZHDNHVW OLQN
SULQFLSOH LV DV IROORZV= 6LHPHQV 66(> %�KUPDQQ07HWWHURGH/ WKH (DVW0$VLD &R1/ DQG ,GXQD HDFK 4919:(1
6RXUFH= 6DOLQJ $NWLHQI�KUHU 4<<6/ 'DUPVWDGW/ *HUPDQ\= +RSSHQVWHGW) &R1/ 4<<51

/LQRW\SH0+HOO $*

%�KUPDQQ07HWWHURGH
1HGHUODQG 1191&RPPHU]EDQN $*

6LHPHQV $*
)UHJD

9HUP|JHQVYHUZDOWXQJVJHVHOOVFKDIW
PE+

,GXQD
/HEHQVYHUVLFKHUXQJ

4919:( 66(

53(73( 53(

7KH (DVW $VLD &R1 /WG1
$26/ &RSHQKDJHQ

53(
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)LJ1 51 0DUNHW0WR0ERRN UDWLR RI HTXLW\/ 07%/ DV D IXQFWLRQ RI ILUP VL]H +PHDVXUHG E\ WKH ORJ RI WKH ODJJHG
YDOXH RI VWRFN PDUNHW FDSLWDOL]DWLRQ/ 60&,1 07% LV FDOFXODWHG IRU WKH HQG RI WKH FDOHQGDU \HDU 4<<4/ ZKLFK LV
WKH PHGLDQ \HDU RI RXU VDPSOH1 :H HVWLPDWHG D VHPL0SDUDPHWULF UHJUHVVLRQ HTXDWLRQ \ I ]L L L= + ++ , ;Lββ ε /
ZLWK \L EHLQJ WKH SHUIRUPDQFH RI ILUP L / 07%L 1 7KH UHJUHVVRU ]L UHSUHVHQWV WKH VL]H RI ILUP L / 60&L / ZKLFK
+DORQJ ZLWK WKH LQWHUFHSW, LV LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1 7KH +URZ, YHFWRU ;L FRPSULVHV WKH
REVHUYDWLRQV RI ILUP L WKDW DUH FRQWDLQHG LQ WKH SDUDPHWULF SDUW/ DQG ε L LV DQ HUURU WHUP1 7KH UHJUHVVLRQ LV
EDVHG RQ 4;3 REVHUYDWLRQV1 7KH UHJUHVVLRQ FRHIILFLHQWV RI WKH SDUDPHWULF SDUW DUH GLVSOD\HG LQ 7DEOH </ SDQHO
$/ FROXPQ 61 ,Q WKLV ILJXUH/ WKH PLGGOH OLQH UHSUHVHQWV WKH HVWLPDWHG SDUWLDO LPSDFW/ ü+ ,I ]L / ZKLOH WKH WZR
QHLJKERULQJ OLQHV DUH <3(0FRQILGHQFH LQWHUYDOV1 7KH VTXDUHV VWDQG IRU WKH VXP RI WKH HVWLPDWHG SDUWLDO LPSDFW
DQG WKH UHVLGXDO/ ü+ , üI ]L + ε / ZKHUH WKH VROLG VTXDUHV UHSUHVHQW ILUPV ZLWK HTXDO UHSUHVHQWDWLRQ1 1RWH WKDW WKH
LQWHUFHSW LV QRW LGHQWLILHG LQ UHJUHVVLRQV RI WKLV W\SH/ VR RQO\ YHUWLFDO GLVWDQFHV DUH PHDQLQJIXO +QRW WKH OHYHO
LWVHOI,1



:3

)LJ1 61 5HWXUQ RQ DVVHWV/ 52$/ DV D IXQFWLRQ RI ILUP VL]H +PHDVXUHG E\ WKH ORJ RI WKH ODJJHG YDOXH RI VWRFN
PDUNHW FDSLWDOL]DWLRQ/ 60&,1 52$ LV FDOFXODWHG IRU WKH HQG RI WKH ILVFDO \HDU 4<<4 +RU 4<<32<4 IRU ILUPV ZLWK
RWKHU WKDQ FDOHQGDU ILVFDO \HDUV,/ ZKLFK LV WKH PHGLDQ \HDU RI RXU VDPSOH1 :H HVWLPDWHG D VHPL0SDUDPHWULF
UHJUHVVLRQ HTXDWLRQ \ I ]L L L= + ++ , ;Lββ ε / ZLWK \L EHLQJ WKH SHUIRUPDQFH RI ILUP L / 52$L 1 7KH UHJUHVVRU
]L UHSUHVHQWV WKH VL]H RI ILUP L / 60&L / ZKLFK +DORQJ ZLWK WKH LQWHUFHSW, LV LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1
7KH +URZ, YHFWRU ;L FRPSULVHV WKH REVHUYDWLRQV RI ILUP L WKDW DUH FRQWDLQHG LQ WKH SDUDPHWULF SDUW/ DQG ε L LV
DQ HUURU WHUP1 7KH UHJUHVVLRQ LV EDVHG RQ 4:: REVHUYDWLRQV1 7KH UHJUHVVLRQ FRHIILFLHQWV RI WKH SDUDPHWULF SDUW
DUH GLVSOD\HG LQ 7DEOH </ SDQHO %/ FROXPQ 61 ,Q WKLV ILJXUH/ WKH PLGGOH OLQH UHSUHVHQWV WKH HVWLPDWHG SDUWLDO
LPSDFW/ ü+ ,I ]L / ZKLOH WKH WZR QHLJKERULQJ OLQHV DUH <3(0FRQILGHQFH LQWHUYDOV1 7KH VTXDUHV VWDQG IRU WKH VXP
RI WKH HVWLPDWHG SDUWLDO LPSDFW DQG WKH UHVLGXDO/ ü+ , üI ]L + ε / ZKHUH WKH VROLG VTXDUHV UHSUHVHQW ILUPV ZLWK HTXDO
UHSUHVHQWDWLRQ1 1RWH WKDW WKH LQWHUFHSW LV QRW LGHQWLILHG LQ UHJUHVVLRQV RI WKLV W\SH/ VR RQO\ YHUWLFDO GLVWDQFHV
DUH PHDQLQJIXO +QRW WKH OHYHO LWVHOI,1



:4

)LJ1 71 5HWXUQ RQ HTXLW\/ 52(/ DV D IXQFWLRQ RI ILUP VL]H +PHDVXUHG E\ WKH ORJ RI WKH ODJJHG YDOXH RI VWRFN
PDUNHW FDSLWDOL]DWLRQ/ 60&,1 52( LV FDOFXODWHG IRU WKH HQG RI WKH ILVFDO \HDU 4<<4 +RU 4<<32<4 IRU ILUPV ZLWK
RWKHU WKDQ FDOHQGDU ILVFDO \HDUV,/ ZKLFK LV WKH PHGLDQ \HDU RI RXU VDPSOH1 :H HVWLPDWHG D VHPL0SDUDPHWULF
UHJUHVVLRQ HTXDWLRQ \ I ]L L L= + ++ , ;Lββ ε / ZLWK \L EHLQJ WKH SHUIRUPDQFH RI ILUP L / 52(L 1 7KH UHJUHVVRU
]L UHSUHVHQWV WKH VL]H RI ILUP L / 60&L / ZKLFK +DORQJ ZLWK WKH LQWHUFHSW, LV LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1
7KH +URZ, YHFWRU ;L FRPSULVHV WKH REVHUYDWLRQV RI ILUP L WKDW DUH FRQWDLQHG LQ WKH SDUDPHWULF SDUW/ DQG ε L LV
DQ HUURU WHUP1 7KH UHJUHVVLRQ LV EDVHG RQ 4;3 REVHUYDWLRQV1 7KH UHJUHVVLRQ FRHIILFLHQWV RI WKH SDUDPHWULF SDUW
DUH GLVSOD\HG LQ 7DEOH </ SDQHO &/ FROXPQ 61 ,Q WKLV ILJXUH/ WKH PLGGOH OLQH UHSUHVHQWV WKH HVWLPDWHG SDUWLDO
LPSDFW/ ü+ ,I ]L / ZKLOH WKH WZR QHLJKERULQJ OLQHV DUH <3(0FRQILGHQFH LQWHUYDOV1 7KH VTXDUHV VWDQG IRU WKH VXP
RI WKH HVWLPDWHG SDUWLDO LPSDFW DQG WKH UHVLGXDO/ ü+ , üI ]L + ε / ZKHUH WKH VROLG VTXDUHV UHSUHVHQW ILUPV ZLWK HTXDO
UHSUHVHQWDWLRQ1 1RWH WKDW WKH LQWHUFHSW LV QRW LGHQWLILHG LQ UHJUHVVLRQV RI WKLV W\SH/ VR RQO\ YHUWLFDO GLVWDQFHV
DUH PHDQLQJIXO +QRW WKH OHYHO LWVHOI,1



:5

)LJ1 81 1XPEHU RI OLQHV RI EXVLQHVV +LQ ORJDULWKPLF IRUP, DV D IXQFWLRQ RI ILUP VL]H +PHDVXUHG E\ WKH ORJ RI WKH
ODJJHG YDOXH RI VWRFN PDUNHW FDSLWDOL]DWLRQ/ 60&,1 :H FDWHJRUL]HG WKH OLQHV RI EXVLQHVV DFFRUGLQJ WR ,6,&
GLYLVLRQV +,QWHUQDWLRQDO 6WDQGDUG ,QGXVWULDO &ODVVLILFDWLRQ RI $OO (FRQRPLF $FWLYLWLHV/ 8QLWHG 1DWLRQV/
4<<3,1 :H HVWLPDWHG D VHPL0SDUDPHWULF UHJUHVVLRQ HTXDWLRQ \ I ]L L L= + ++ , ;Lββ ε / ZLWK \L EHLQJ WKH +ORJ,
QXPEHU RI OLQHV RI EXVLQHVV RI ILUP L 1 7KH UHJUHVVRU ]L UHSUHVHQWV WKH VL]H RI ILUP L / 60&L / ZKLFK +DORQJ ZLWK
WKH LQWHUFHSW, LV LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1 7KH +URZ, YHFWRU ;L FRPSULVHV WKH REVHUYDWLRQV RI ILUP L
WKDW DUH FRQWDLQHG LQ WKH SDUDPHWULF SDUW/ DQG ε L LV DQ HUURU WHUP1 7KH UHJUHVVLRQ LV EDVHG RQ 4;3 REVHUYDWLRQV/
ZKLFK DUH IURP WKH ILVFDO \HDU 4<<4 +RU 4<<32<4 IRU ILUPV ZLWK RWKHU WKDQ FDOHQGDU ILVFDO \HDUV,/ WKH PHGLDQ
\HDU RI RXU VDPSOH1 7KH UHJUHVVLRQ FRHIILFLHQWV RI WKH SDUDPHWULF SDUW DUH GLVSOD\HG LQ 7DEOH 43/ FROXPQ 61 ,Q
WKLV ILJXUH/ WKH PLGGOH OLQH UHSUHVHQWV WKH HVWLPDWHG SDUWLDO LPSDFW/ ü+ ,I ]L / ZKLOH WKH WZR QHLJKERULQJ OLQHV DUH
<3(0FRQILGHQFH LQWHUYDOV1 7KH VTXDUHV VWDQG IRU WKH VXP RI WKH HVWLPDWHG SDUWLDO LPSDFW DQG WKH UHVLGXDO/
ü+ , üI ]L + ε / ZKHUH WKH VROLG VTXDUHV UHSUHVHQW ILUPV ZLWK HTXDO UHSUHVHQWDWLRQ1 1RWH WKDW WKH LQWHUFHSW LV QRW
LGHQWLILHG LQ UHJUHVVLRQV RI WKLV W\SH/ VR RQO\ YHUWLFDO GLVWDQFHV DUH PHDQLQJIXO +QRW WKH OHYHO LWVHOI,1



:6

)LJ1 91 6WDQGDUG GHYLDWLRQ RI VWRFN UHWXUQ DV D IXQFWLRQ RI ILUP VL]H +PHDVXUHG E\ WKH ORJ RI WKH ODJJHG YDOXH RI
VWRFN PDUNHW FDSLWDOL]DWLRQ/ 60&,1 7KH VWDQGDUG GHYLDWLRQ LV EDVHG RQ DQQXDOL]HG ZHHNO\ FRQWLQXRXV WRWDO
UHWXUQV1 :H HVWLPDWHG D VHPL0SDUDPHWULF UHJUHVVLRQ HTXDWLRQ \ IL L L= + ++ ,] ;Lββ ε / ZLWK \L EHLQJ WKH +ORJ
RI WKH, VWDQGDUG GHYLDWLRQ RI WKH ZHHNO\ VWRFN UHWXUQV RI ILUP L 1 7KH YHFWRU ]L FRQWDLQV WKH VL]H RI ILUP L /
60&L / DQG WKH WRWDO VWRFN UHWXUQ IRU WKH \HDU RI ILUP L / 5L 1 7KHVH WZR YDULDEOHV/ DORQJ ZLWK WKH LQWHUFHSW/ DUH
LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1 7KH +URZ, YHFWRU ;L FRPSULVHV WKH REVHUYDWLRQV RI ILUP L WKDW DUH
FRQWDLQHG LQ WKH SDUDPHWULF SDUW/ DQG ε L LV DQ HUURU WHUP1 7KH UHJUHVVLRQ LV EDVHG RQ 457 REVHUYDWLRQV/ ZKLFK
DUH IURP WKH FDOHQGDU \HDU 4<<4/ WKH PHGLDQ \HDU RI RXU VDPSOH1 7KH ILJXUH LV D WZR0YDULDEOH FRQGLWLRQLQJ SORW
+&OHYHODQG DQG 'HYOLQ/ 4<<;/ S1 934,1 7KH PLGGOH OLQH UHSUHVHQWV WKH HVWLPDWHG SDUWLDO LPSDFW RI ILUP VL]H/
ü+ / ,I 60& 5L / ZLWK WKH WRWDO VWRFN UHWXUQ IRU WKH \HDU KHOG FRQVWDQW DW LWV PHGLDQ YDOXH/ 5 1 7KH WZR GDVKHG
OLQHV DUH <3(0FRQILGHQFH LQWHUYDOV1 1RWH WKDW WKH LQWHUFHSW LV QRW LGHQWLILHG LQ UHJUHVVLRQV RI WKLV W\SH/ VR RQO\
YHUWLFDO GLVWDQFHV DUH PHDQLQJIXO +QRW WKH OHYHO LWVHOI,1 7KH UHJUHVVLRQ FRHIILFLHQWV RI WKH SDUDPHWULF SDUW DUH
GLVSOD\HG LQ 7DEOH 44/ FROXPQ 61
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)LJ1 :1 6WDQGDUG GHYLDWLRQ RI VWRFN UHWXUQ DV D IXQFWLRQ RI WRWDO VWRFN UHWXUQ IRU WKH \HDU1 7KH VWDQGDUG
GHYLDWLRQ LV EDVHG RQ DQQXDOL]HG ZHHNO\ FRQWLQXRXV WRWDO UHWXUQV1 :H HVWLPDWHG D VHPL0SDUDPHWULF UHJUHVVLRQ
HTXDWLRQ \ IL L L= + ++ ,] ;Lββ ε / ZLWK \L EHLQJ WKH +ORJ RI WKH, VWDQGDUG GHYLDWLRQ RI WKH VWRFN UHWXUQV RI ILUP
L 1 7KH YHFWRU ]L FRQWDLQV WKH VL]H RI ILUP L / PHDVXUHG E\ WKH ORJ RI WKH VWRFN PDUNHW FDSLWDOL]DWLRQ/ ODJJHG E\
RQH \HDU/ 60&L / DQG WKH WRWDO VWRFN UHWXUQ IRU WKH \HDU RI ILUP L / 5L 1 7KHVH WZR YDULDEOHV/ DORQJ ZLWK WKH
LQWHUFHSW/ DUH LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1 7KH +URZ, YHFWRU ;L FRPSULVHV WKH REVHUYDWLRQV RI ILUP L
WKDW DUH FRQWDLQHG LQ WKH SDUDPHWULF SDUW/ DQG ε L LV DQ HUURU WHUP1 7KH UHJUHVVLRQ LV EDVHG RQ 457 REVHUYDWLRQV/
ZKLFK DUH IURP WKH FDOHQGDU \HDU 4<<4/ WKH PHGLDQ \HDU RI RXU VDPSOH1 7KH ILJXUH LV D WZR0YDULDEOH
FRQGLWLRQLQJ SORW +&OHYHODQG DQG 'HYOLQ/ 4<<;/ S1 934,1 7KH PLGGOH OLQH UHSUHVHQWV WKH HVWLPDWHG SDUWLDO
LPSDFW RI WKH WRWDO UHWXUQ/ ü+ / ,I 60& 5L / ZLWK ILUP VL]H KHOG FRQVWDQW DW LWV PHGLDQ YDOXH/ 60& 1 7KH WZR
GDVKHG OLQHV DUH <3(0FRQILGHQFH LQWHUYDOV1 1RWH WKDW WKH LQWHUFHSW LV QRW LGHQWLILHG LQ UHJUHVVLRQV RI WKLV W\SH/
VR RQO\ YHUWLFDO GLVWDQFHV DUH PHDQLQJIXO +QRW WKH OHYHO LWVHOI,1 7KH UHJUHVVLRQ FRHIILFLHQWV RI WKH SDUDPHWULF
SDUW DUH GLVSOD\HG LQ 7DEOH 44/ FROXPQ 61
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)LJ1 ;1 )LUP OHYHUDJH +PHDVXUHG E\ WKH ORJ RI WKH GHEW0HTXLW\ UDWLR, DV D IXQFWLRQ RI ILUP VL]H +PHDVXUHG E\ WKH
ORJ RI WKH ODJJHG YDOXH RI VWRFN PDUNHW FDSLWDOL]DWLRQ/ 60&,1 'HEW FRPSULVHV DOO QRQ0HTXLW\ OLDELOLWLHV ZLWK
VWDWHG PDWXULW\1 :H HVWLPDWHG D VHPL0SDUDPHWULF UHJUHVVLRQ HTXDWLRQ \ I ]L L L= + ++ , ;Lββ ε / ZLWK \L EHLQJ
WKH ORJ GHEW0HTXLW\ UDWLR RI ILUP L 1 7KH UHJUHVVRU ]L UHSUHVHQWV WKH VL]H RI ILUP L / 60&L / ZKLFK +DORQJ ZLWK WKH
LQWHUFHSW, LV LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1 7KH +URZ, YHFWRU ;L FRPSULVHV WKH REVHUYDWLRQV RI ILUP L WKDW
DUH FRQWDLQHG LQ WKH SDUDPHWULF SDUW/ DQG ε L LV DQ HUURU WHUP1 7KH UHJUHVVLRQ LV EDVHG RQ 4;3 REVHUYDWLRQV/
ZKLFK DUH IURP WKH ILVFDO \HDU 4<<4 +RU 4<<32<4 IRU ILUPV ZLWK RWKHU WKDQ FDOHQGDU ILVFDO \HDUV,/ WKH PHGLDQ
\HDU RI RXU VDPSOH1 7KH UHJUHVVLRQ FRHIILFLHQWV RI WKH SDUDPHWULF SDUW DUH GLVSOD\HG LQ 7DEOH 45/ FROXPQ 61 ,Q
WKLV ILJXUH/ WKH PLGGOH OLQH UHSUHVHQWV WKH HVWLPDWHG SDUWLDO LPSDFW/ ü+ ,I ]L / ZKLOH WKH WZR QHLJKERULQJ OLQHV DUH
<3(0FRQILGHQFH LQWHUYDOV1 7KH VTXDUHV VWDQG IRU WKH VXP RI WKH HVWLPDWHG SDUWLDO LPSDFW DQG WKH UHVLGXDO/
ü+ , üI ]L + ε / ZKHUH WKH VROLG VTXDUHV UHSUHVHQW ILUPV ZLWK HTXDO UHSUHVHQWDWLRQ1 1RWH WKDW WKH LQWHUFHSW LV QRW
LGHQWLILHG LQ UHJUHVVLRQV RI WKLV W\SH/ VR RQO\ YHUWLFDO GLVWDQFHV DUH PHDQLQJIXO +QRW WKH OHYHO LWVHOI,1



:9

)LJ1 <1 &RQFHQWUDWLRQ RI HTXLW\ FRQWURO ULJKWV DV D IXQFWLRQ RI ILUP VL]H1 (TXLW\ FRQWURO ULJKWV FRQFHQWUDWLRQ LV
PHDVXUHG E\ WKH +ORJ RI WKH, ODUJHVW IUDFWLRQ RI HTXLW\ FRQWURO ULJKWV KHOG E\ VLQJOH VKDUHKROGHU/ (PD[1 )LUP
VL]H LV PHDVXUHG E\ WKH ORJ RI WKH ODJJHG YDOXH RI VWRFN PDUNHW FDSLWDOL]DWLRQ/ 60&1 :H HVWLPDWHG D VHPL0
SDUDPHWULF UHJUHVVLRQ HTXDWLRQ \ I ]L L L= + ++ , ;Lββ ε / ZLWK \L EHLQJ ( LPD[ 1 7KH UHJUHVVRU ]L UHSUHVHQWV
WKH VL]H RI ILUP L / 60&L / ZKLFK +DORQJ ZLWK WKH LQWHUFHSW, LV LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1 7KH +URZ,
YHFWRU ;L FRPSULVHV WKH REVHUYDWLRQV RI ILUP L WKDW DUH FRQWDLQHG LQ WKH SDUDPHWULF SDUW/ DQG ε L LV DQ HUURU
WHUP1 7KH UHJUHVVLRQ LV EDVHG RQ 4;3 REVHUYDWLRQV/ ZKLFK DUH IURP WKH ILVFDO \HDU 4<<4 +RU 4<<32<4 IRU ILUPV
ZLWK RWKHU WKDQ FDOHQGDU ILVFDO \HDUV,/ WKH PHGLDQ \HDU RI RXU VDPSOH1 7KH UHJUHVVLRQ FRHIILFLHQWV RI WKH
SDUDPHWULF SDUW DUH GLVSOD\HG LQ 7DEOH 46/ FROXPQ 61 ,Q WKLV ILJXUH/ WKH PLGGOH OLQH UHSUHVHQWV WKH HVWLPDWHG
SDUWLDO LPSDFW/ ü+ ,I ]L / ZKLOH WKH WZR QHLJKERULQJ OLQHV DUH <3(0FRQILGHQFH LQWHUYDOV1 7KH VTXDUHV VWDQG IRU
WKH VXP RI WKH HVWLPDWHG SDUWLDO LPSDFW DQG WKH UHVLGXDO/ ü+ , üI ]L + ε / ZKHUH WKH VROLG VTXDUHV UHSUHVHQW ILUPV
ZLWK HTXDO UHSUHVHQWDWLRQ1 :H GURSSHG 43 REVHUYDWLRQV ZLWK (PD[ HTXDO WR ]HUR1 1RWH WKDW WKH LQWHUFHSW LV QRW
LGHQWLILHG LQ UHJUHVVLRQV RI WKLV W\SH/ VR RQO\ YHUWLFDO GLVWDQFHV DUH PHDQLQJIXO +QRW WKH OHYHO LWVHOI,1



::

)LJ1 431 0DQDJHPHQW ERDUG FRPSHQVDWLRQ DQG ILUP SHUIRUPDQFH1 %RDUG FRPSHQVDWLRQ LV PHDVXUHG E\ WKH
ORJ RI FRPSHQVDWLRQ SHU PHPEHU/ PHDVXUHG LQ XQLWV RI 4 '0/ ZKLOH ILUP SHUIRUPDQFH LV PHDVXUHG E\ WKH ORJ
RI WKH ILUP¶V PDUNHW0WR0ERRN UDWLR RI HTXLW\/ 07%1 :H HVWLPDWHG D VHPL0SDUDPHWULF UHJUHVVLRQ HTXDWLRQ
\ IL L L= + ++ ,] ;Lββ ε / ZLWK \L EHLQJ WKH SHU0FDSLWD VXSHUYLVRU\ ERDUG FRPSHQVDWLRQ RI ILUP L 1 7KH YHFWRU
]L FRQWDLQV WKH SHUIRUPDQFH RI ILUP L / PHDVXUHG E\ LWV WKH PDUNHW0WR0ERRN UDWLR RI HTXLW\/ 07%L / DQG WKH VL]H
RI ILUP L / 60&L 1 7KHVH WZR YDULDEOHV/ DORQJ ZLWK WKH LQWHUFHSW/ DUH LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1 7KH
+URZ, YHFWRU ;L FRPSULVHV WKH REVHUYDWLRQV RI ILUP L WKDW DUH FRQWDLQHG LQ WKH SDUDPHWULF SDUW/ DQG ε L LV DQ
HUURU WHUP1 7KH UHJUHVVLRQ LV EDVHG RQ 4:5 REVHUYDWLRQV/ ZKLFK DUH IURP WKH ILVFDO \HDU 4<<4 +RU 4<<32<4 IRU
ILUPV ZLWK RWKHU WKDQ FDOHQGDU ILVFDO \HDUV,/ WKH PHGLDQ \HDU RI RXU VDPSOH1 7KH ILJXUH LV D WZR0YDULDEOH
FRQGLWLRQLQJ SORW +&OHYHODQG DQG 'HYOLQ/ 4<<;/ S1 934,1 7KH PLGGOH OLQH UHSUHVHQWV WKH HVWLPDWHG SDUWLDO
LPSDFW RI ILUP SHUIRUPDQFH/ ü+ / ,I 07% 60&L / ZLWK ILUP VL]H KHOG FRQVWDQW DW LWV PHGLDQ YDOXH/ 60& 1 7KH
WZR GDVKHG OLQHV DUH <3(0FRQILGHQFH LQWHUYDOV1 1RWH WKDW WKH LQWHUFHSW LV QRW LGHQWLILHG LQ UHJUHVVLRQV RI WKLV
W\SH/ VR RQO\ YHUWLFDO GLVWDQFHV DUH PHDQLQJIXO +QRW WKH OHYHO LWVHOI,1 7KH UHJUHVVLRQ FRHIILFLHQWV RI WKH
SDUDPHWULF SDUW DUH GLVSOD\HG LQ 7DEOH 47/ SDQHO $/ FROXPQ 61



:;

)LJ1 441 0DQDJHPHQW ERDUG FRPSHQVDWLRQ DQG ILUP VL]H1 %RDUG FRPSHQVDWLRQ LV PHDVXUHG E\ WKH ORJ RI
FRPSHQVDWLRQ SHU PHPEHU/ PHDVXUHG LQ XQLWV RI 4 '0/ ZKLOH ILUP VL]H LV PHDVXUHG E\ WKH ORJ RI WKH ILUP¶V
VWRFN PDUNHW FDSLWDOL]DWLRQ/ ODJJHG E\ RQH \HDU/ 60&1 :H HVWLPDWHG D VHPL0SDUDPHWULF UHJUHVVLRQ HTXDWLRQ
\ IL L L= + ++ ,] ;Lββ ε / ZLWK \L EHLQJ WKH SHU0FDSLWD VXSHUYLVRU\ ERDUG FRPSHQVDWLRQ RI ILUP L 1 7KH YHFWRU
]L FRQWDLQV WKH SHUIRUPDQFH RI ILUP L / PHDVXUHG E\ LWV WKH PDUNHW0WR0ERRN UDWLR RI HTXLW\/ 07%L / DQG WKH VL]H
RI ILUP L / 60&L 1 7KHVH WZR YDULDEOHV/ DORQJ ZLWK WKH LQWHUFHSW/ DUH LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1 7KH
+URZ, YHFWRU ;L FRPSULVHV WKH REVHUYDWLRQV RI ILUP L WKDW DUH FRQWDLQHG LQ WKH SDUDPHWULF SDUW/ DQG ε L LV DQ
HUURU WHUP1 7KH UHJUHVVLRQ LV EDVHG RQ 4:5 REVHUYDWLRQV/ ZKLFK DUH IURP WKH ILVFDO \HDU 4<<4 +RU 4<<32<4 IRU
ILUPV ZLWK RWKHU WKDQ FDOHQGDU ILVFDO \HDUV,/ WKH PHGLDQ \HDU RI RXU VDPSOH1 7KH ILJXUH LV D WZR0YDULDEOH
FRQGLWLRQLQJ SORW +&OHYHODQG DQG 'HYOLQ/ 4<<;/ S1 934,1 7KH PLGGOH OLQH UHSUHVHQWV WKH HVWLPDWHG SDUWLDO
LPSDFW RI ILUP VL]H/ ü+ / ,I 07% 60&L / ZLWK ILUP SHUIRUPDQFH KHOG FRQVWDQW DW LWV PHGLDQ YDOXH/ 07% 1 7KH
WZR GDVKHG OLQHV DUH <3(0FRQILGHQFH LQWHUYDOV1 1RWH WKDW WKH LQWHUFHSW LV QRW LGHQWLILHG LQ UHJUHVVLRQV RI WKLV
W\SH/ VR RQO\ YHUWLFDO GLVWDQFHV DUH PHDQLQJIXO +QRW WKH OHYHO LWVHOI,1 7KH UHJUHVVLRQ FRHIILFLHQWV RI WKH
SDUDPHWULF SDUW DUH GLVSOD\HG LQ 7DEOH 47/ SDQHO $/ FROXPQ 61
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)LJ1 451 6XSHUYLVRU\ ERDUG FRPSHQVDWLRQ DQG ILUP SHUIRUPDQFH1 %RDUG FRPSHQVDWLRQ LV PHDVXUHG E\ WKH ORJ
RI FRPSHQVDWLRQ SHU PHPEHU/ PHDVXUHG LQ XQLWV RI 4 '0/ ZKLOH ILUP SHUIRUPDQFH LV PHDVXUHG E\ WKH ORJ RI
WKH ILUP¶V PDUNHW0WR0ERRN UDWLR RI HTXLW\/ 07%1 :H HVWLPDWHG D VHPL0SDUDPHWULF UHJUHVVLRQ HTXDWLRQ
\ IL L L= + ++ ,] ;Lββ ε / ZLWK \L EHLQJ WKH SHU0FDSLWD VXSHUYLVRU\ ERDUG FRPSHQVDWLRQ RI ILUP L 1 7KH YHFWRU
]L FRQWDLQV WKH SHUIRUPDQFH RI ILUP L / PHDVXUHG E\ LWV WKH PDUNHW0WR0ERRN UDWLR RI HTXLW\/ 07%L / DQG WKH VL]H
RI ILUP L / 60&L 1 7KHVH WZR YDULDEOHV/ DORQJ ZLWK WKH LQWHUFHSW/ DUH LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1 7KH
+URZ, YHFWRU ;L FRPSULVHV WKH REVHUYDWLRQV RI ILUP L WKDW DUH FRQWDLQHG LQ WKH SDUDPHWULF SDUW/ DQG ε L LV DQ
HUURU WHUP1 7KH UHJUHVVLRQ LV EDVHG RQ 4:5 REVHUYDWLRQV/ ZKLFK DUH IURP WKH ILVFDO \HDU 4<<4 +RU 4<<32<4 IRU
ILUPV ZLWK RWKHU WKDQ FDOHQGDU ILVFDO \HDUV,/ WKH PHGLDQ \HDU RI RXU VDPSOH1 7KH ILJXUH LV D WZR0YDULDEOH
FRQGLWLRQLQJ SORW +&OHYHODQG DQG 'HYOLQ/ 4<<;/ S1 934,1 7KH PLGGOH OLQH UHSUHVHQWV WKH HVWLPDWHG SDUWLDO
LPSDFW RI ILUP SHUIRUPDQFH/ ü+ / ,I 07% 60&L / ZLWK ILUP VL]H KHOG FRQVWDQW DW LWV PHGLDQ YDOXH/ 60& 1 7KH
WZR GDVKHG OLQHV DUH <3(0FRQILGHQFH LQWHUYDOV1 1RWH WKDW WKH LQWHUFHSW LV QRW LGHQWLILHG LQ UHJUHVVLRQV RI WKLV
W\SH/ VR RQO\ YHUWLFDO GLVWDQFHV DUH PHDQLQJIXO +QRW WKH OHYHO LWVHOI,1 7KH UHJUHVVLRQ FRHIILFLHQWV RI WKH
SDUDPHWULF SDUW DUH GLVSOD\HG LQ 7DEOH 47/ SDQHO %/ FROXPQ 61



;3

)LJ1 461 6XSHUYLVRU\ ERDUG FRPSHQVDWLRQ DQG ILUP VL]H1 %RDUG FRPSHQVDWLRQ LV PHDVXUHG E\ WKH ORJ RI
FRPSHQVDWLRQ SHU PHPEHU/ PHDVXUHG LQ XQLWV RI 4 '0/ ZKLOH ILUP VL]H LV PHDVXUHG E\ WKH ORJ RI WKH ILUP¶V
VWRFN PDUNHW FDSLWDOL]DWLRQ/ ODJJHG E\ RQH \HDU/ 60&1 :H HVWLPDWHG D VHPL0SDUDPHWULF UHJUHVVLRQ HTXDWLRQ
\ IL L L= + ++ ,] ;Lββ ε / ZLWK \L EHLQJ WKH SHU0FDSLWD VXSHUYLVRU\ ERDUG FRPSHQVDWLRQ RI ILUP L 1 7KH YHFWRU
]L FRQWDLQV WKH SHUIRUPDQFH RI ILUP L / PHDVXUHG E\ LWV WKH PDUNHW0WR0ERRN UDWLR RI HTXLW\/ 07%L / DQG WKH VL]H
RI ILUP L / 60&L 1 7KHVH WZR YDULDEOHV/ DORQJ ZLWK WKH LQWHUFHSW/ DUH LQFOXGHG LQ WKH QRQSDUDPHWULF SDUW1 7KH
+URZ, YHFWRU ;L FRPSULVHV WKH REVHUYDWLRQV RI ILUP L WKDW DUH FRQWDLQHG LQ WKH SDUDPHWULF SDUW/ DQG ε L LV DQ
HUURU WHUP1 7KH UHJUHVVLRQ LV EDVHG RQ 4:5 REVHUYDWLRQV/ ZKLFK DUH IURP WKH ILVFDO \HDU 4<<4 +RU 4<<32<4 IRU
ILUPV ZLWK RWKHU WKDQ FDOHQGDU ILVFDO \HDUV,/ WKH PHGLDQ \HDU RI RXU VDPSOH1 7KH ILJXUH LV D WZR0YDULDEOH
FRQGLWLRQLQJ SORW +&OHYHODQG DQG 'HYOLQ/ 4<<;/ S1 934,1 7KH PLGGOH OLQH UHSUHVHQWV WKH HVWLPDWHG SDUWLDO
LPSDFW RI ILUP VL]H/ ü+ / ,I 07% 60&L / ZLWK ILUP SHUIRUPDQFH KHOG FRQVWDQW DW LWV PHGLDQ YDOXH/ 07% 1 7KH
WZR GDVKHG OLQHV DUH <3(0FRQILGHQFH LQWHUYDOV1 1RWH WKDW WKH LQWHUFHSW LV QRW LGHQWLILHG LQ UHJUHVVLRQV RI WKLV
W\SH/ VR RQO\ YHUWLFDO GLVWDQFHV DUH PHDQLQJIXO +QRW WKH OHYHO LWVHOI,1 7KH UHJUHVVLRQ FRHIILFLHQWV RI WKH
SDUDPHWULF SDUW DUH GLVSOD\HG LQ 7DEOH 47/ SDQHO %/ FROXPQ 61


