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7KLV 3XEOLVKHG 'RFXPHQW� 
KDYLQJ EHHQ SUHSDUHG XQGHU 
WKH GLUHFWLRQ RI WKH 6WDQGDUGV 
3ROLF\ DQG 6WUDWHJ\ &RPPLWWHH� 
ZDV SXEOLVKHG XQGHU WKH 
DXWKRULW\ RI WKH 6WDQGDUGV
&RPPLWWHH DQG FRPHV LQWR 
HIIHFW RQ � 2FWREHU ����

� %6, � 2FWREHU�����

7KH IROORZLQJ %6, UHIHUHQFHV 
UHODWH WR WKH ZRUN RQ WKLV 
%ULWLVK 6WDQGDUG�
&RPPLWWHH UHIHUHQFH .06��

,6%1 � ��� ����� �

&RPPLWWHHV UHVSRQVLEOH IRU WKLV 
%ULWLVK 6WDQGDUG

7KH SUHSDUDWLRQ RI WKLV 3XEOLVKHG 'RFXPHQW ZDV HQWUXVWHG WR 7HFKQLFDO
&RPPLWWHH .06��� .QRZOHGJH 0DQDJHPHQW 6\VWHPV� XSRQ ZKLFK WKH IROORZLQJ 
ERGLHV ZHUH UHSUHVHQWHG�

%ULWLVK /LEUDU\

&DVV %XVLQHVV 6FKRRO

&RPPLVVLRQ RI WKH (XURSHDQ &RPPXQLWLHV

&U�EP

&,/,3 �&KDUWHUHG ,QVWLWXWH RI /LEUDU\ DQG ,QIRUPDWLRQ 3URIHVVLRQDOV�

'HSDUWPHQW IRU :RUN DQG 3HQVLRQV

H*RYHUQPHQW 2IILFH

.LQJªV &ROOHJH /RQGRQ

1+6 'LUHFW 2QOLQH

&R�RSWHG PHPEHUV

$PHQGPHQWV LVVXHG VLQFH SXEOLFDWLRQ

$PG� 1R� 'DWH &RPPHQWV
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.QRZOHGJH 0DQDJHPHQW LQ WKH 3XEOLF 6HFWRU�
$ *XLGH WR *RRG 3UDFWLFH

0DUNXV 3HUNPDQQ� +DUU\ 6FDUEURXJK�
5HQF\ .DQQHQNHULO

.,1 �.QRZOHGJH DQG ,QQRYDWLRQ 1HWZRUN�
-RH 0F&UHD

�560 5REVRQ 5KRGHV //3�

$ERXW .,1�

7KH .QRZOHGJH DQG ,QQRYDWLRQ 1HWZRUN EULQJV WRJHWKHU SUDFWLWLRQHUV IURP OHDGLQJ SULYDWH DQG SXEOLF
RUJDQL]DWLRQV ZLWK DQ LQWHUHVW LQ EHKDYLRXUDO DVSHFWV RI .QRZOHGJH 0DQDJHPHQW� 7KH 1HWZRUN LV SDUW RI 
:DUZLFN %XVLQHVV 6FKRRO� 8QLYHUVLW\ RI :DUZLFN�

:HEVLWH� ZZZ�NL�QHWZRUN�RUJ�

$ERXW 560 5REVRQ 5KRGHV //3�

560 5REVRQ 5KRGHV //3 LV WKH 8. PHPEHU ILUP RI 560 ,QWHUQDWLRQDO� ZKLFK SURYLGHV DFFRXQWDQF\ DQG 
DGYLVRU\ VHUYLFHV WR WKH SXEOLF DQG SULYDWH VHFWRUV LQFOXGLQJ VSHFLDOLVP LQ SXEOLF VHFWRU NQRZOHGJH 
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&RQWHQWV
3DJH

&RPPLWWHHV UHVSRQVLEOH ,QVLGH IURQW FRYHU
)RUHZRUG LL
([HFXWLYH 6XPPDU\ �
:KDW WKLV *XLGH FRQWDLQV �

� 5DWLRQDOH DQG FRQWH[W RI WKLV *XLGH �
��� 7KH QHHG IRU D SXEOLF VHFWRU VSHFLILF JXLGH WR NQRZOHGJH PDQDJHPHQW �
��� ,QIRUPHG &ODULW\ DQG WKH %6, GHILQLWLRQ RI .QRZOHGJH 0DQDJHPHQW �
��� 2XU ZRUNLQJ GHILQLWLRQ RI WKH SXEOLF VHFWRU �
��� 2YHUDOO .0 2ULJLQV DQG 3HUVSHFWLYHV �
��� 3XEOLF VHFWRU .0 RULJLQV DQG SHUVSHFWLYHV �
��� .0� ,QIRUPDWLRQ 0DQDJHPHQW DQG +XPDQ ([SHULHQFH �
��� 7KH GDQJHUV RI QRW DGRSWLQJ D .0 DSSURDFK �
��� 7KH SUDFWLWLRQHUVª YLHZ RI WKH FXUUHQW VWDWH RI .0 LQ WKH SXEOLF VHFWRU ��
��� 7RS �� OHVVRQV OHDUQHG DQG WLSV IRU VXFFHVV ��
���� 6XPPDU\ ��

� :K\ VKRXOG WKH SXEOLF VHFWRU FDUH DERXW .0" ��
��� 7KH GLVWLQFWLYHQHVV RI WKH SXEOLF VHFWRU ��
��� 7KH VL]H� UDQJH� FRPSOH[LW\ DQG FHQWUDOLW\ RI WKH NQRZOHGJH
FKDOOHQJH ��
��� :K\ VKRXOG SXEOLF VHUYDQWV DQG SROLF\�PDNHUV FDUH DERXW .0" ��
��� $OLJQLQJ .0 SUDFWLFHV ZLWK VSHFLILF SUREOHPV RU WDVNV ��
��� :KDW DUH WKH NH\ LVVXHV IRU .0 SUDFWLWLRQHUV LQ WKH SXEOLF VHFWRU" ��
��� 6XPPDU\ ��

� +RZ LV WKH SXEOLF VHFWRU DSSURDFKLQJ .0" ��
��� ,QWURGXFWLRQ ��
��� 0DSSLQJ WKH SXEOLF VHFWRU .0 XQLYHUVH ��
��� :KDW LV LQ WKH SXEOLF VHFWRU .0 XQLYHUVH" ��
��� +RZ ZHOO LV WKH SXEOLF VHFWRU GRLQJ LQ KDUQHVVLQJ .0" ��

� 5HDO OLIH .0 LQ WKH SXEOLF VHFWRU ��
��� 2YHUYLHZ ��
��� &RXQWU\VLGH $JHQF\ ��
��� (XURSHDQ %DQN IRU 5HFRQVWUXFWLRQ DQG 'HYHORSPHQW ��
��� 1HZ 'HDO IRU &RPPXQLWLHV 3URJUDPPH �1'&� ��
��� :RUOG %DQN ��
��� 1DWLRQDO &ROOHJH IRU 6FKRRO /HDGHUVKLS� ©1HWZRUNHG /HDUQLQJ
&RPPXQLWLHVª ��
��� 7KH 'HSDUWPHQW RI +HDOWK .QRZOHGJH 0DQDJHPHQW 6WUDWHJ\� VXSSRUWLQJ 
FKDQJH ��
��� 7KH 8. *RYHUQPHQWªV .QRZOHGJH 1HWZRUN ��
��� ,QWURGXFLQJ (OHFWURQLF 5HFRUGV DQG 'RFXPHQW 0DQDJHPHQW WR
WKH '7, ��
���� )LQDQFLDO 2PEXGVPDQªV 6HUYLFH ��

� &RQFOXVLRQ� LPSOLFDWLRQV IRU .0 LQ WKH SXEOLF VHFWRU ��
��� *HQHUDO ��
��� .0 GULYHUV ��
��� ,QWHUQDO� 6XSSRUW DQG IDFLOLWDWH RUJDQL]DWLRQDO FKDQJH XQGHUSLQQLQJ 
VWUDWHJLF JRDOV ��
��� ([WHUQDO� ,PSURYH SROLF\ LPSOHPHQWDWLRQ DQG RXWFRPHV ��

Full document details: PD 7504:2005

http://www.avadocuments.com/doc/pd-7504-2005
http://www.avadocuments.com/doc/pd-7504-2005


3' ���������

LL � %6, � 2FWREHU ����

��� /LQNLQJ RUJDQL]DWLRQV ��
��� .0 DSSURDFKHV ��
��� .0 VXFFHVV IDFWRUV DQG FKDOOHQJHV ��

$QQH[ $ �LQIRUPDWLYH� 5HVHDUFK 0HWKRGRORJ\ ��
$�� *HQHUDO ��
$�� /LWHUDWXUH UHYLHZ �GHVN UHVHDUFK� ��
$�� ,QWHUYLHZV �SULPDU\ UHVHDUFK� ��
$�� ([SHUW ,QWHUYLHZ VFKHGXOH ��
$�� 6XUYH\ �SULPDU\ UHVHDUFK� ��
$�� %UDLQVWRUP 'D\� ��
$�� 3RUWDO DQG &RPPXQLW\ RI ,QWHUHVW ��

$QQH[ % �LQIRUPDWLYH� 6XUYH\ ILQGLQJV ��
%�� *HQHUDO ��
%�� 6XPPDU\ RI .H\ )LQGLQJV� ��
%�� .H\ )LQGLQJV� ��
%�� )LQGLQJV LQ 'HWDLO ��

$QQH[ & �LQIRUPDWLYH� %UDLQVWRUP 'D\ ¥ ILQGLQJV ��
$QQH[ ' �LQIRUPDWLYH� 8VHIXO .0 :HEVLWHV ��
$QQH[ ( �LQIRUPDWLYH� /LWHUDWXUH 5HYLHZ ��

)XUWKHU UHDGLQJ ��
1RWHV DQG UHIHUHQFHV ��

)LJXUH � ¦ 7DUJHWLQJ .0 DFWLYLWLHV ��
)LJXUH � ¦ ,QIRUPDWLRQ DUFKLWHFWXUH ��

7DEOH � ¦ 7KH .0 8QLYHUVH ��
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)RUHZRUG

7KLV SXEOLFDWLRQ LV RQH RI D VHULHV ZKLFK WKH %ULWLVK 6WDQGDUGV ,QVWLWXWLRQ �%6,� 
KDV GHYHORSHG WR DGGUHVV .QRZOHGJH 0DQDJHPHQW DQG LWV OLQNV WR RWKHU DUHDV RI 
PDQDJHPHQW� 

7KH DXWKRUV ZHUH LQYLWHG WR SURGXFH WKLV JXLGH LQ DFFRUGDQFH ZLWK D EULHI
DSSURYHG E\ %6,ªV .06�� SDQHO RI H[SHUWV� 7KLV EULHI ZDV §WR EH D SUDFWLFH�
RULHQWDWHG GRFXPHQW� WKDW ZRXOG HQDEOH UHDGHUV WR�

� *DLQ DQ HIIHFWLYH RYHUYLHZ RQ GLIIHUHQW .0 DSSURDFKHV DV SUDFWLVHG LQ
GLIIHUHQW SXEOLF VHFWRU RUJDQL]DWLRQV�
� 'HYHORS LQVLJKWV LQWR YDULRXV SXUSRVHV RI SXEOLF VHFWRU .0 LQWHUYHQWLRQV DQG 
WKHLU XVHIXOQHVV IRU UHVROYLQJ RUJDQL]DWLRQDO FKDOOHQJHV�
� /HDUQ KRZ WR FDWHJRUL]H GLIIHUHQW SXEOLF VHFWRU DSSURDFKHV WR .0�
� (VWDEOLVK ZKLFK .0 DSSURDFKHV DUH DSSURSULDWH LQ ZKLFK VLWXDWLRQV�
� 8QGHUVWDQG WKH LPSOLFDWLRQV LQ WHUPV RI UHVRXUFHV� FRPSHWHQFLHV DQG 
RUJDQL]DWLRQDO VHW�XSV UHTXLUHG IRU VXFFHVVIXO SXEOLF VHFWRU .0 LQWHUYHQWLRQV�
� /HDUQ KRZ .0 FDQ FRQWULEXWH WR DFKLHYLQJ WKH RUJDQL]DWLRQDO REMHFWLYHV RI 
SXEOLF VHFWRU RUJDQL]DWLRQV�¨

$FNQRZOHGJHPHQW LV JLYHQ WR UHSUHVHQWDWLYHV RI WKH PDQ\ SXEOLF VHFWRU 
RUJDQL]DWLRQV ZKR FROODERUDWHG HQWKXVLDVWLFDOO\ ZLWK WKH UHVHDUFK UHTXLUHG WR
SURGXFH WKLV JXLGH� 

7KHVH RUJDQL]DWLRQV LQFOXGH WKH IROORZLQJ�

� 'HSDUWPHQW RI +HDOWK
� )LQDQFLDO 2PEXGVPDQªV 2IILFH
� &RXQWU\VLGH $JHQF\ 
� (XURSHDQ %DQN IRU 5HFRQVWUXFWLRQ DQG 'HYHORSPHQW �(%5'�
� 1HZ 'HDO IRU &RPPXQLWLHV �1'&�
� :RUOG %DQN
� 1DWLRQDO &ROOHJH IRU 6FKRRO /HDGHUVKLS �1&6/�
� 1DWLRQDO +HDOWK 6HUYLFH �1+6�
� 1+6 ,QIRUPDWLRQ $XWKRULW\
� &DELQHW 2IILFH H�*RYHUQPHQW 8QLWªV .QRZOHGJH 1HWZRUN
� '7, �'HSW RI 7UDGH DQG ,QGXVWU\�� 8.

6XPPDU\ RI SDJHV

7KLV GRFXPHQW FRPSULVHV D IURQW FRYHU� DQ LQVLGH IURQW FRYHU� SDJHV L WR LLL� 
SDJHV � WR �� DQG D EDFN FRYHU�

7KH %6, FRS\ULJKW QRWLFH GLVSOD\HG LQ WKLV GRFXPHQW LQGLFDWHV ZKHQ WKH 
GRFXPHQW ZDV ODVW LVVXHG�
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([HFXWLYH 6XPPDU\
3XEOLF VHUYDQWV DQG SROLF\�PDNHUV GR QRW QHHG .0 ¦ WKH\ QHHG WR VROYH XUJHQW� FRPSOH[ SUREOHPV DQG 
FRQWULEXWH WRZDUGV PHHWLQJ WKH *RYHUQPHQWªV DQG ZLGHU SXEOLF VHFWRUªV NH\ VWUDWHJLF JRDOV� ERWK LQ WHUPV 
RI SROLF\ DQG LQ WHUPV RI GHOLYHU\� 8QOHVV .QRZOHGJH 0DQDJHPHQW FDQ EH VHHQ WR EH FRQWULEXWLQJ WR WKRVH 
NH\ VWUDWHJLF JRDOV� LW LV XQOLNHO\ WR UHFHLYH VHQLRU PDQDJHPHQW VXSSRUW�

7ZR RI WKH NH\ FKDOOHQJHV IRU SXEOLF VHFWRU .0 DUH� WKHUHIRUH 

L� GHPRQVWUDWLQJ WKH EHQHILWV RI .0� DQG WKHUHE\ 
LL� VHFXULQJ VHQLRU PDQDJHPHQW VXSSRUW� 

7KH XQGHUVWDQGLQJ DQG SUDFWLFH RI .QRZOHGJH 0DQDJHPHQW KDV EHHQ JURZLQJ UDSLGO\ WKURXJKRXW WKH 
SXEOLF VHFWRU RYHU UHFHQW \HDUV� <HW D FRQVWDQW FRPPHQW IURP H[LVWLQJ DQG QDVFHQW SXEOLF VHFWRU .0
SUDFWLWLRQHUV KDV EHHQ WKDW� XQWLO QRZ� PRVW RI WKH DQDO\WLFDO OLWHUDWXUH FRQFHUQLQJ .QRZOHGJH 
0DQDJHPHQW KDV VRXJKW WR XQGHUVWDQG DQG H[SODLQ LW ZLWKLQ D PDLQO\ SULYDWH�VHFWRU FRQWH[W� 7KHUH KDV 
QRW EHHQ D VLQJOH� HDV\�WR�GLJHVW QDWLRQDO VWXG\ WKDW REMHFWLYHO\ DQG VSHFLILFDOO\ DQDO\VHG WKH JURZWK RI .0
LQ WKH SXEOLF VHFWRU DQG WKHUHE\ VHW RXW WKH HYLGHQFH�EDVHG SXEOLF VHFWRU FRQWH[W ZLWKLQ ZKLFK .QRZOHGJH 
0DQDJHPHQW FDQ DGG YDOXH WR WKH ZRUN RI SXEOLF VHUYDQWV� 

7KH %ULWLVK 6WDQGDUGV ,QVWLWXWLRQ� WKURXJK WKLV *XLGH WR *RRG 3UDFWLFH� KDV VRXJKW WR SOXJ WKLV LPSRUWDQW 
JDS� ,W LV EDVHG RQ WKH UHVXOWV RI D FRPSUHKHQVLYH UHVHDUFK SURJUDPPH FDUULHG RXW GXULQJ ���� RQ EHKDOI
RI WKH %ULWLVK 6WDQGDUGV ,QVWLWXWLRQ E\ WKH ©.QRZOHGJH DQG ,QQRYDWLRQ 1HWZRUNª �SDUW RI :DUZLFN %XVLQHVV 
6FKRRO� 8QLYHUVLW\ RI :DUZLFN� DQG 560 5REVRQ 5KRGHV //3� 

.0 UHOHYDQFH WR WKH SXEOLF VHFWRU

.QRZOHGJH OLHV DW WKH YHU\ KHDUW RI ZKDW *RYHUQPHQW GRHV� DUJXDEO\ LQ D ZD\ WKDW LV FHQWUDOO\ PRUH VR WKDQ
PDQ\ SULYDWH VHFWRU FRPSDQLHV� 1RW RQO\ LV WKH UHODWLYH LPSRUWDQFH RI LQIRUPDWLRQ DQG NQRZOHGJH JUHDWHU 
LQ WKH SXEOLF VHFWRU� WKH VKHHU VL]H DQG FRPSOH[LW\ RI WKH SXEOLF VHFWRU GZDUIV PRVW SULYDWH VHFWRU FRPSDQLHV�

6R WKH VLJQLILFDQFH RI WKH FKDOOHQJH LQ WKH SXEOLF VHFWRU LV IRXU�IROG � 

� 6L]H� 
� 5DQJH�
� &RPSOH[LW\�
� &HQWUDOLW\ WR WKH VHFWRUªV DFWLYLW\�

7KH H[DPSOHV LQ WKLV *XLGH VKRZ WKDW� ZKHWKHU LW LV UHFRJQL]HG H[SOLFLWO\ RU QRW DV EHLQJ ©.QRZOHGJH
0DQDJHPHQWª� WKHUH DUH D UDQJH RI NQRZOHGJH DQG OHDUQLQJ EDVHG DFWLYLWLHV JRLQJ RQ DURXQG WKH SXEOLF
VHFWRU WRGD\ ZKLFK DUH GHOLYHULQJ UHDO LQQRYDWLRQ DQG GHPRQVWUDWLQJ WDQJLEOH EHQHILWV� LQFOXGLQJ�

� 7KH 8. *RYHUQPHQWªV ©.QRZOHGJH 1HWZRUNª ¦ RZQHG DQG UXQ E\ WKH &DELQHW 2IILFH H�*RYHUQPHQW 
8QLW�
� 7KH 1DWLRQDO &ROOHJH IRU 6FKRRO /HDGHUVKLSªV ©1HWZRUNHG /HDUQLQJ &RPPXQLWLHVª SURJUDPPH�
� 7KH 'HSDUWPHQW RI +HDOWKªV .0 SURJUDPPH�
� 7KH &RXQWU\VLGH $JHQF\ªV ©/HDUQLQJ 1HWZRUNVª LQLWLDWLYH
� 7KH 2'30 1HZ 'HDO IRU &RPPXQLWLHVª VWDNHKROGHU LQYROYHPHQW SURJUDPPH�
� 7KH :RUOG %DQNªV ©.QRZOHGJH %DQNª�
� 7KH )LQDQFLDO 2PEXGVPDQ 6HUYLFHªV .0 VWUDWHJ\�

+RZ LV WKH SXEOLF VHFWRU DSSURDFKLQJ .0"

)RXU PDLQ W\SHV RI DSSURDFKHV WR .0 LQ WKH SXEOLF VHFWRU FDQ EH GLVWLQJXLVKHG�

� .QRZOHGJH 6KDULQJ�
� .QRZOHGJH &UHDWLRQ�
� .QRZOHGJH 'LVWULEXWLRQ�
� .QRZOHGJH &DSWXUH�

'UDZLQJ RQ D ZLGH UDQJH RI H[DPSOHV RI SXEOLF VHFWRU .0 UHVXOWLQJ IURP WKH UHVHDUFK FDUULHG RXW IRU WKLV 
*XLGH� LW LV SRVVLEOH WR GHVFULEH WKH PDMRU DSSURDFKHV� WRROV DQG WDFWLFV EHLQJ DGRSWHG E\ D ZLGH YDULHW\ RI 
RUJDQL]DWLRQV LQ WKH SXEOLF VHFWRU� VKRZLQJ OLQNV EHWZHHQ WRROV DQG SUREOHPV DQG GHVFULELQJ WKH FRQWH[W 
DQG SXUSRVH IRU ZKLFK WKH\ KDYH EHHQ DGRSWHG�
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7KH � NH\ GULYHUV IRU SXEOLF VHFWRU .0 DUH�

� ,QWHUQDO� 6XSSRUW DQG IDFLOLWDWH RUJDQL]DWLRQDO FKDQJH XQGHUSLQQLQJ VWUDWHJLF JRDOV� 
� ([WHUQDO� ,PSURYH SROLF\ LPSOHPHQWDWLRQ DQG RXWFRPHV� 

3XEOLF VHFWRU RUJDQL]DWLRQV XVXDOO\ FKRRVH RQH RXW RI WZR PDLQ RYHUDOO DSSURDFKHV� 

� 7DVN�IRUFH DSSURDFK� ,Q VRPH RUJDQL]DWLRQV� WKH .0 WHDP LV D PXOWL�GLVFLSOLQDU\� YHUVDWLOH JURXS 
WKDW HVVHQWLDOO\ DFWV DV DQ LQWHUQDO FRQVXOWDQF\ XQLW VSHFLDOL]LQJ LQ NQRZOHGJH LVVXHV� 
� 6\VWHP�FHQWUHG DSSURDFK� ,Q VRPH RI WKH VXUYH\HG FDVHV� WKH LPSOHPHQWDWLRQ RI D V\VWHP ¦ RU DQ 
LQWHJUDWHG VHW RI V\VWHPV ¦ ZDV DW WKH FRUH RI .0 LQLWLDWLYHV�

6XFFHVV FDQ EH DFKLHYHG RQ WZR OHYHOV� 

� .0 FRPSHWHQFH� HVWDEOLVKLQJ .0 DV D SHUPDQHQW RU DW OHDVW VWDEOH FRPSHWHQFH DQG�RU IXQFWLRQ ZLWKLQ
DQ RUJDQL]DWLRQ�
� .0 LPSDFW� LPSURYLQJ NQRZOHGJH EHKDYLRXUV DQG NQRZOHGJH SUDFWLFHV� UHVXOWLQJ LQ PRUH HIIHFWLYH
NQRZOHGJH VKDULQJ DQG RUJDQL]DWLRQDO OHDUQLQJ ZLWKLQ DQG DFURVV WKH RUJDQL]DWLRQ�

.0 WHDPV QHHG WR PDNH VXUH WKH\ PD[LPL]H WKH LPSDFW RI WKHLU¦ RIWHQ PRGHUDWHO\ UHVRXUFHG ¦ DFWLYLWLHV� 
7KH PDWHULDO SUHVHQWHG LQ WKLV UHSRUW VXJJHVWV WKH IROORZLQJ JXLGHOLQHV� 

� 6WUDWHJLF UHOHYDQFH� :KHWKHU LW LV LPSURYLQJ SROLF\ RXWFRPHV YLD LQFUHDVHG FRQVXOWDWLRQ RU WKH
VKDULQJ RI EHVW SUDFWLFH WR PD[LPL]H RUJDQL]DWLRQDO HIIHFWLYHQHVV� VXFFHVVIXO .0 LQLWLDWLYHV WHQG WR 
DVVRFLDWH WKHPVHOYHV ZLWK D FRQFUHWH SXUSRVH WKDW LV GLUHFWO\ RU LQGLUHFWO\ OLQNHG WR VWDWHG VWUDWHJLF JRDOV 
RI SXEOLF VHFWRU RUJDQL]DWLRQV� 
� &XVWRPHU IRFXV� VXFFHVVIXO .0 WHDPV PDQDJH WR HQOLVW RWKHU IXQFWLRQV DQG JURXSV LQWR WKHLU 
DFWLYLWLHV E\ LGHQWLI\LQJ LVVXHV DQG SRVVLEOH VROXWLRQV WKDW DUH RI DFWXDO UHOHYDQFH WR WKHP� DV VHHQ ZLWK
WKH H[DPSOH RI WKH (%5' LQ WKLV UHSRUW� 2QFH LQLWLDWHG� SURMHFWV QHHG WR EH LPSOHPHQWHG LQ FORVH
FROODERUDWLRQ ZLWK SURFHVV RZQHUV LQ RWKHU IXQFWLRQV� ZLWK WKH ODWWHU DOZD\V UHWDLQLQJ WKH XOWLPDWH 
UHVSRQVLELOLW\ IRU DQG RZQHUVKLS RI .0 SURMHFWV� 7KLV PHDQV WKH VXFFHVVIXO .0 WHDP LV D KLJKO\ TXDOLILHG
VHUYLFH SURYLGHU UDWKHU WKDQ D VHSDUDWH ©IXQFWLRQª� 
� $FW DV LQQRYDWLRQ DJHQW� 6XFFHVVIXO .0 WHDPV WHQG WR RSHUDWH DV LQQRYDWLRQ DJHQWV WKDW EULQJ QHZ 
VROXWLRQV LQWR DQ RUJDQL]DWLRQ� SLORW DQG WHVW WKHP RQ D VPDOO VFDOH EDVLV DQG ILQDOO\ UROO WKHP RXW LQ WKH 
EURDGHU RUJDQL]DWLRQ� 
� &ROODERUDWLRQ� *LYHQ WKHLU UDWKHU IOH[LEOH PDQGDWH� .0 WHDPV QHHG WR EH JRRG DW LQWHJUDWLQJ WKHLU 
DFWLYLWLHV ZLWK WKRVH RI RWKHU IXQFWLRQV� 7KH DGRSWLRQ RI PRGHUQ .0 SULQFLSOHV FDQ DGG FRQVLGHUDEOH YDOXH
WR RWKHU� PRUH WUDGLWLRQDO IXQFWLRQV VXFK DV /HDUQLQJ DQG 7UDLQLQJ DQG +5� SDUWLFXODUO\ LQ DUHDV VXFK
DV VXFFHVVLRQ DQG WDOHQW PDQDJHPHQW� SHUVRQDO GHYHORSPHQW�

7KH SRWHQWLDO EHQHILWV WR WKH SXEOLF VHFWRU RI .QRZOHGJH 0DQDJHPHQW

7KH DXWKRUV KDYH LGHQWLILHG D UDQJH RI FRUH SXEOLF VHFWRU FKDOOHQJHV DQG DFWLYLWLHV WKDW FRXOG GUDZ GLVWLQFW 
EHQHILWV IURP DGRSWLQJ .0 DSSURDFKHV DQG WHFKQLTXHV� LQFOXGLQJ�

� 7KH FKDOOHQJHV RI WKH *HUVKRQ $JHQGD�
� ,PSOHPHQWDWLRQ RI WKH /\RQV 5HYLHZ�
� 3ROLF\ DQG GHOLYHU\ KRUL]RQ VFDQQLQJ�
� 6FHQDULR SODQQLQJ DQG HDUO\ ZDUQLQJ V\VWHPV�
� -RLQHG�XS SROLF\ DQDO\VLV DQG LPSOHPHQWDWLRQ�
� 'HOLYHU\ RI FLWL]HQ�FHQWUHG SXEOLF VHUYLFHV�
� )UHHGRP RI ,QIRUPDWLRQ DQG 'DWD 3URWHFWLRQ�
� (YLGHQFH�EDVHG SROLF\ PDNLQJ�
� 3HUIRUPDQFH 0DQDJHPHQW�
� 7KH FHQWUDO�ORFDO LQWHUIDFH�
� &ULVLV 0DQDJHPHQW�

7KH GDQJHUV RI QRW DGRSWLQJ D .0 DSSURDFK

-XVW DV WKHUH DUH EHQHILWV RI DGRSWLQJ D .0 DSSURDFK WR SXEOLF VHFWRU FKDOOHQJHV� WKHUH DUH DOVR GDQJHUV LQ 
QRW DGRSWLQJ VXFK DQ DSSURDFK� 6RPH RI WKH GDQJHUV LGHQWLILHG DV SDUW RI WKH UHVHDUFK IRU WKLV *XLGH LQFOXGH�

� 'XSOLFDWLRQ RI HIIRUW DQG DFWLYLW\ E\ RIILFLDOV ZRUNLQJ LQ VLPLODU ILHOGV�
� ,QFRQVLVWHQF\ RI DSSURDFK RU XQGHUVWDQGLQJ RI WKH VDPH SROLF\ DUHD�
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� /DFN RI DZDUHQHVV RI WKH ZKROH ©SLFWXUHª VXUURXQGLQJ D SDUWLFXODU SROLF\ FKDOOHQJH�
� /RVV RI NQRZOHGJH DQG LQVLJKW IURP H[SHULHQFHG RIILFLDOV XSRQ OHDYLQJ RU PRYLQJ RUJDQL]DWLRQ�
� :HDNQHVV LQ DELOLW\ WR VKDUH EHVW SUDFWLFH DQG LQQRYDWLRQ�
� /DFN RI MRLQHG�XS ZRUNLQJ E\ SXEOLF VHFWRU WHDPV LQ GLIIHUHQW RUJDQL]DWLRQV DGGUHVVLQJ D FRPPRQ LVVXH
RU FDVH�
� ,QDFFXUDWH RU RXW�RI�GDWH LQIRUPDWLRQ EHLQJ JLYHQ WR WKH JHQHUDO SXEOLF�
� )DLOXUH WR LGHQWLI\ LQFLGHQFHV RI IUDXG�

7KH YLHZ IURP SXEOLF VHFWRU .0 SUDFWLWLRQHUV

6RPH RI WKH NH\ PHVVDJHV WKDW FDPH RXW IURP .0 SUDFWLWLRQHUV WKURXJK WKH UHVHDUFK IRU WKLV *XLGH ZHUH�

� 3XEOLF VHFWRU RUJDQL]DWLRQV DUH QRW JHQHUDOO\ JRRG DW H[SORLWLQJ DQG VKDULQJ FROOHFWLYH NQRZOHGJH�
� .0 VKRXOG EH VHHQ DV D WRRO WR EHWWHU HQDEOH NQRZOHGJH VKDULQJ DQG OHDUQLQJ DQG WKXV KHOS SXEOLF
VHUYDQWV WR ZRUN WRJHWKHU PRUH HIIHFWLYHO\�
� $OWKRXJK ,7 LV HVVHQWLDO IRU XQGHUSLQQLQJ PXFK RI SXEOLF VHFWRU .0� LW KDV WRR RIWHQ EHHQ WKH GULYHU
IRU .0 UDWKHU WKDQ DQ HQDEOHU ¦ LW QHHGV WR EHFRPH WKH HQDEOHU�
� 7KH WKUHH PDMRU GULYHUV IRU .0 LQ WKH SXEOLF VHFWRU DUH �L� HQVXULQJ TXDOLW\ DQG KLJK VWDQGDUGV RI
VHUYLFHV WR FLWL]HQV� �LL� GULYLQJ LQQRYDWLRQ DQG �LLL� DFKLHYLQJ FRVW VDYLQJV�
� 7KH PDMRU FKDOOHQJHV LQYROYHG LQ .0 DUH �L� ODFN RI .0 DFFHSWDQFH DQG UHFRJQLWLRQ E\ HPSOR\HHV� 
�LL� WLPH FRQVWUDLQWV RQ VWDII DQG �LLL� ODFN RI VXSSRUW IURP VHQLRU PDQDJHPHQW�
� .QRZOHGJH 0DQDJHPHQW KDV D UROH WR SOD\ LQ SHUVRQQHO GHYHORSPHQW ZKLFK LV QRW EHLQJ IXOO\ H[SORLWHG�
� 3XWWLQJ .QRZOHGJH VKDULQJ LQWR SHUVRQDO FRPSHWHQFLHV DSSUDLVDOV FDQ DLG WKH LQWHUQDO VXFFHVV RI .0�
� 7KH NH\ IDFWRU RI VXFFHVV IRU .0 LQ WKH SXEOLF VHFWRU LV WKH GHJUHH WR ZKLFK WKH RUJDQL]DWLRQªV NH\ 
EXVLQHVV QHHGV DUH XQGHUVWRRG� DQG WKH .0 LQWHUYHQWLRQ GHVLJQHG DURXQG PHHWLQJ WKDW NH\ EXVLQHVV QHHG�
� :KHQ WU\LQJ WR VXSSRUW NQRZOHGJH FRPPXQLWLHV� WKH ©FRPPXQLWLHVª QHHG WR DOUHDG\ H[LVW IRU D FRUH DQG 
LPSRUWDQW EXVLQHVV SXUSRVH ¦ .0 ZLOO KDYH YHU\ OLPLWHG VXFFHVV LI UHVWULFWHG WR WU\LQJ WR ©FUHDWHª
FRPPXQLWLHV�
� 7KHUH LV D EDODQFH RI RSLQLRQ DV WR ZKHWKHU ©NQRZOHGJH PDQDJHPHQWª DV D GLVWLQFW WHUP KHOSV RU KLQGHUV 
LWV DGRSWLRQ LQ WKH SXEOLF VHFWRU�

7RS �� OHVVRQV OHDUQHG DQG WLSV IRU VXFFHVV

7KURXJKRXW WKH UHVHDUFK IRU WKLV *XLGH� WKH DXWKRUV ZHUH NHHQ WR FROODWH IURP SUDFWLWLRQHUV LQ WKH ILHOG 
OHVVRQV OHDUQHG DQG WLSV IRU VXFFHVV� 7KH �� PRVW FRPPRQ OHVVRQV DQG WLSV DUH�

� 0DNH VXUH WKHUH LV D EXVLQHVV EHQHILW DQG LQGLYLGXDO EHQHILW IRU LQLWLDWLYHV LQWURGXFHG WR HQVXUH EX\�
LQ ERWK IURP VHQLRU PDQDJHPHQW DQG VWDII� 
� )RFXV HDUO\ RQ GHOLYHULQJ EXVLQHVV FDVH EHQHILWV DQG FHOHEUDWH VXFFHVV HDUO\ DQG FRQWLQXRXVO\ ¦
VXFFHVV LV LQIHFWLRXV�
� 2EWDLQ VHQLRU PDQDJHPHQW VXSSRUW DQG FRPPLWPHQW� DQG HQVXUH WKDW VHQLRU PDQDJHUV OHDG E\
H[DPSOH�
� 7UHDW VWDII DQG WHDPV RU JURXSV DV ©FXVWRPHUVª ¦ GRQªW EH WRR SUHVFULSWLYH RU ULJLG DERXW ZKDW \RX
SURYLGH ¦ WKH FXVWRPHU LV NLQJ�
� (QVXUH \RX KDYH DQ HYDOXDWLYH FDSDFLW\ IRU WKH QHWZRUN� PRUH IRU WKH FHOHEUDWLRQ RI VXFFHVV WKDQ IRU 
DFFRXQWDELOLW\�
� 'R DQ DXGLW RI ZKDW SHRSOH WKLQN WKH\ EULQJ WR WKH WDEOH� 6R WKDW DPRQJVW WKH KXQGUHGV RI SHRSOH 
HQJDJLQJ ZLWK \RXU ZRUN� \RX FDQ EULQJ WRJHWKHU WKH ULJKW JURXSLQJV�
� (PEHG .0 LQ H[LVWLQJ ZRUNLQJ SUDFWLFHV DQG HQVXUH WKH VXSSRUW RI NH\ SURFHVV RZQHUV�
� 'HVLJQ V\VWHPV LQ FORVH FRQVXOWDWLRQ ZLWK XVHUV WR PHHW WKHLU QHHGV� 3LORW SURMHFWV RQ D VPDOO VFDOH� DQG 
UROO VXFFHVVIXO SURMHFWV RXW WR ODUJHU SDUWV RI WKH RUJDQL]DWLRQ� 
� ([SDQG DQG SURPRWH WHDP FXOWXUH DV LW LV RQH RI WKH FRUQHUVWRQHV LQ JHWWLQJ NQRZOHGJH RXW RI D RQH�
PDQ GRPDLQ DQG SXWWLQJ LW WR LQVWLWXWLRQDO XVH� 
� %H FOHDU DERXW WKH QRQ�QHJRWLDEOH FRPSRQHQWV RI \RXU VWUDWHJ\ DQG WKHQ VDQJXLQH DERXW WKH IDFW WKDW
WKH RWKHUV WDNH WLPH� +DYH SDWLHQFH � UHVXOWV FDQ WDNH WLPH�
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 :KDW WKLV *XLGH FRQWDLQV
7KLV *XLGH VHHNV WR SURYLGH ©LQIRUPHG FODULW\ª IRU SUDFWLWLRQHUV DQG VHQLRU PDQDJHPHQW DURXQG WKH 
SRWHQWLDO DQG DFWXDO VFRSH RI DFWLYLW\ DQG EHQHILWV RI .QRZOHGJH 0DQDJHPHQW LQ WKH SXEOLF VHFWRU� ,W LV 
LQWHQGHG IRU D UDQJH RI JURXSV ZLWKLQ WKDW VHFWRU LQFOXGLQJ SROLWLFLDQV DQG SROLF\�PDNHUV� HPSOR\HHV DQG 
PDQDJHUV� DV ZHOO DV ZLGHU VWDNHKROGHUV DQG WKH JHQHUDO SXEOLF�

,W LV DQ HYLGHQFH�EDVHG *XLGH WR *RRG 3UDFWLFH� EDVHG RQ WKH UHVXOWV RI D FRPSUHKHQVLYH UHVHDUFK 
SURJUDPPH FDUULHG RXW GXULQJ ���� RQ EHKDOI RI WKH %ULWLVK 6WDQGDUGV ,QVWLWXWLRQ E\ WKH ©.QRZOHGJH DQG
,QQRYDWLRQ 1HWZRUNª �SDUW RI :DUZLFN %XVLQHVV 6FKRRO� 8QLYHUVLW\ RI :DUZLFN� DQG 560 5REVRQ 5KRGHV 
//3� 

7KH UHVHDUFK SURJUDPPH FRQVLVWHG RI�

� ,QWHUYLHZV ZLWK D UDQJH RI SXEOLF VHFWRU .QRZOHGJH 0DQDJHPHQW SUDFWLWLRQHUV LQ FHQWUDO JRYHUQPHQW�
ORFDO JRYHUQPHQW� DJHQFLHV� 1'3%V DQG VXSUD�QDWLRQDO ERGLHV�
� &DVH 6WXGLHV RI D QXPEHU RI OHDGLQJ SXEOLF VHFWRU .0 SURJUDPPHV DQG SURMHFWV� 
� $Q RQOLQH DWWLWXGLQDO VXUYH\ RI SXEOLF VHFWRU .0 SUDFWLWLRQHUV�
� $ ZHE�EDVHG GLVFXVVLRQ SRUWDO IRU SXEOLF VHFWRU SURIHVVLRQDOV�
� $ &RPPXQLW\ %UDLQVWRUP 'D\� IDFLOLWDWHG E\ 560 5REVRQ 5KRGHV DQG KRVWHG E\ WKH &DELQHW 2IILFH�
DQG LQYROYLQJ D ZLGH UDQJH RI SXEOLF VHFWRU .0 SUDFWLWLRQHUV�
� 'HVN OHYHO UHVHDUFK DQG UHYLHZ RI UHOHYDQW SXEOLVKHG PDWHULDO� 

7KH *XLGH KDV WKH IROORZLQJ VWUXFWXUH�

� &KDSWHU � H[SODLQV WKH UDWLRQDOH DQG FRQWH[W IRU WKH *XLGH DQG VXPPDUL]HV LWV NH\ SURSRVDOV DQG
ILQGLQJV�
� &KDSWHU � RXWOLQHV WKH UHOHYDQFH RI .0 WR WKH SXEOLF VHFWRU�
� &KDSWHU � DQDO\VHV DQG FDWHJRUL]HV WKH UDQJH RI DSSURDFKHV WR .0 DGRSWHG LQ WKH SXEOLF VHFWRU�
� &KDSWHU � FRQWDLQV FDVH VWXGLHV� RXWOLQLQJ WKH UHDO�OLIH H[SHULHQFH RI D UDQJH RI SXEOLF VHFWRU
RUJDQL]DWLRQV LQ VHHNLQJ WR GHYHORS DQG LPSOHPHQW .0�
� &KDSWHU � GUDZV RXW D QXPEHU RI KLJK OHYHO FRQFOXVLRQV IURP WKH VWXG\�

7KURXJKRXW WKH *XLGH DSSHDU D VHULHV RI ©HYLGHQFH ER[HVª� KLJKOLJKWLQJ SULPDU\ UHVHDUFK ILQGLQJV JDWKHUHG
GXULQJ WKH DXWKRUVª SURJUDPPH RI UHVHDUFK� 7KHVH DUH�

� §2XU VXUYH\ VDLG¨¦ ILQGLQJV IURP WKH RQOLQH VXUYH\�
� §.0 3DUWLFLSDQW YLHZ¨¦ FRPPHQWV JOHDQHG GXULQJ LQWHUYLHZV�
� §7KH &RPPXQLW\ VDLG¨¦ FRPPHQWV PDGH GXULQJ &RPPXQLW\ %UDLQVWRUP 'D\ DQG YLD D GLVFXVVLRQ 
SRUWDO�
� §&DVH 6WXG\ ,QVLJKW¨¦ LQIRUPDWLRQ JOHDQHG IURP &DVH 6WXGLHV�
� §/LWHUDWXUH ,QVLJKW¨¦ LQIRUPDWLRQ JOHDQHG IURP D /LWHUDWXUH UHYLHZ�

'HWDLOHG DQQH[HV DUH DOVR LQFOXGHG GHVFULELQJ UHVHDUFK PHWKRGRORJ\� DQDO\VLV RI VXUYH\ ILQGLQJV� ZULWH�XS
RI WKH &RPPXQLW\ %UDLQVWRUP 'D\ DV ZHOO DV UHIHUHQFHV DQG VXJJHVWLRQV IRU IXUWKHU UHDGLQJ�

1RWHV DQG UHIHUHQFHV JXLGH WKH LQWHUHVWHG UHDGHU WRZDUGV WKH SULPDU\ DQG VHFRQGDU\ VRXUFHV XVHG LQ WKH 
SUHSDUDWLRQ RI WKLV JXLGH�

5HDGHUV VKRXOG DOVR QRWH WKDW WKLV JXLGH LV UHODWHG WR SUHYLRXV DQG IXWXUH SXEOLVKHG GRFXPHQWV SURGXFHG 
E\ WKH %6,� 7KH PDMRU SUHYLRXV ZRUN LV .0 ¦ D *XLGH WR *RRG 3UDFWLFH� 7KLV LV DQ RYHUDOO LQWURGXFWLRQ WR 
.0 SXEOLVKHG E\ %6, LQ ���� DV D SXEOLFO\ DYDLODEOH VSHFLILFDWLRQ �GRFXPHQW 3$6 ������ 7KLV JXLGH LV DOVR 
UHODWHG WR VLPLODUO\ VSHFLDOL]HG VXFFHVVRU JXLGHV WR 3$6 ����� LQFOXGLQJ�

� 3' ���� .QRZOHGJH 0DQDJHPHQW 9RFDEXODU\
� 3' ���� 0DQDJLQJ &XOWXUH DQG .QRZOHGJH�
� 3' ���� $Q LQWURGXFWLRQ WR .QRZOHGJH 0DQDJHPHQW LQ FRQVWUXFWLRQ� 
� 3' ���� 0DNLQJ .0 UHOHYDQW ¦ $ JXLGH WR OLQNLQJ .0 WR RWKHU RUJDQL]DWLRQDO IXQFWLRQV DQG 
PDQDJHPHQW SURFHVVHV�
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� 5DWLRQDOH DQG FRQWH[W RI WKLV *XLGH

���  7KH QHHG IRU D SXEOLF VHFWRU VSHFLILF JXLGH WR NQRZOHGJH PDQDJHPHQW

7KH XQGHUVWDQGLQJ DQG SUDFWLFH RI .QRZOHGJH 0DQDJHPHQW KDV EHHQ JURZLQJ UDSLGO\ WKURXJKRXW WKH 
SXEOLF VHFWRU RYHU UHFHQW \HDUV� <HW D FRQVWDQW FRPPHQW IURP H[LVWLQJ DQG QDVFHQW SXEOLF VHFWRU .0
SUDFWLWLRQHUV KDV EHHQ WKDW� XQWLO QRZ� PRVW RI WKH DQDO\WLFDO OLWHUDWXUH FRQFHUQLQJ .QRZOHGJH 
0DQDJHPHQW KDV VRXJKW WR XQGHUVWDQG DQG H[SODLQ LW ZLWKLQ D PDLQO\ SULYDWH�VHFWRU FRQWH[W� 7KHUH KDV 
QRW EHHQ D VLQJOH� HDV\�WR�GLJHVW QDWLRQDO VWXG\ WKDW REMHFWLYHO\ DQG VSHFLILFDOO\ DQDO\VHG WKH JURZWK RI .0
LQ WKH SXEOLF VHFWRU DQG WKHUHE\ VHW RXW WKH HYLGHQFH�EDVHG SXEOLF VHFWRU FRQWH[W ZLWKLQ ZKLFK .QRZOHGJH 
0DQDJHPHQW FDQ DGG YDOXH WR WKH ZRUN RI SXEOLF VHUYDQWV� 

$V D UHVXOW� DV RXU VXUYH\ UHVHDUFK FRQGXFWHG IRU WKLV *XLGH VKRZV� ZKLOVW SXEOLF VHFWRU .0 SUDFWLWLRQHUV 
VWURQJO\ EHOLHYH WKDW .QRZOHGJH 0DQDJHPHQW LV UHOHYDQW WR WKH SXEOLF VHFWRU� WKH\ KDYH VRPHWLPHV IRXQG 
LW KDUG WR H[SODLQ WR VHQLRU PDQDJHPHQW DQG VWDNHKROGHUV ERWK WKH DFWXDO DQG SRWHQWLDO EHQHILWV RI SXEOLF
VHFWRU NQRZOHGJH PDQDJHPHQW� 

7KH\ KDYH DOVR VRPHWLPHV IRXQG LW KDUG WR LGHQWLI\ RWKHU DUHDV RI SXEOLF VHFWRU .0 JRRG SUDFWLFH IURP ZKLFK 
WKH\ FDQ OHDUQ DQG IURP ZKLFK WKH\ FDQ VKDUH LQVLJKWV DQG LGHDV�

7KH %ULWLVK 6WDQGDUGV ,QVWLWXWLRQ� WKURXJK WKLV *XLGH WR *RRG 3UDFWLFH� KDV VRXJKW WR SOXJ WKLV LPSRUWDQW 
JDS�

���  ,QIRUPHG &ODULW\ DQG WKH %6, GHILQLWLRQ RI .QRZOHGJH 0DQDJHPHQW

,Q OLQH ZLWK WKH %6, .06�� &RPPLWWHHªV RYHUDOO PLVVLRQ� WKH PDMRU DLP RI WKLV 5HSRUW LV WR SURYLGH 
©LQIRUPHG FODULW\ª IRU SUDFWLWLRQHUV� SROLF\�PDNHUV DQG VWDNHKROGHUV LQ WKH SXEOLF VHFWRU ZKR VHHN WR 
XQGHUVWDQG WKH VFRSH� SRWHQWLDO DQG LPSOLFDWLRQV RI .QRZOHGJH 0DQDJHPHQW�

$OWKRXJK .0 KDV EHHQ GHILQHG LQ D YDULHW\ RI ZD\V E\ YDULRXV RUJDQL]DWLRQV DQG ZULWHUV RYHU WKH \HDUV� IRU 
WKH SXUSRVHV RI WKLV UHSRUW� WKH H[LVWLQJ %6, GHILQLWLRQ LV XVHG� 7KLV LV�

©.QRZOHGJH 0DQDJHPHQW HQFRPSDVVHV WKH FUHDWLRQ DQG VXEVHTXHQW PDQDJHPHQW RI DQ HQYLURQPHQW ZKLFK 
HQFRXUDJHV NQRZOHGJH WR EH FUHDWHG� VKDUHG� OHDUQHG� HQKDQFHG� RUJDQL]HG DQG XWLOL]HG IRU WKH EHQHILW RI WKH 
RUJDQL]DWLRQ DQG LWV FXVWRPHUV�ª �6HH DOVR 3$6 ������

���  2XU ZRUNLQJ GHILQLWLRQ RI WKH SXEOLF VHFWRU

7KH SXEOLF VHFWRU LV EHFRPLQJ LQFUHDVLQJO\ GLIILFXOW WR GHILQH DV QHZ IRUPV RI JRYHUQDQFH DQG IXQGLQJ EOXU 
WKH FRQYHQWLRQDO GHPDUFDWLRQV EHWZHHQ RUJDQL]DWLRQV LQ WKH SXEOLF DQG SULYDWH VSKHUH� ,QGHHG� WKH VFRSH 
RI WKH SXEOLF VHFWRU KDV VKLIWHG VLJQLILFDQWO\ VLQFH WKH ����V� DQG LV FRQWLQXLQJ WR FKDQJH LQ UHVSRQVH WR
SROLWLFDO GHPDQGV DQG LQQRYDWLRQV LQ JRYHUQPHQW� 

7KH FULWLFDO GLVWLQFWLRQ ZKLFK ZH DUH KROGLQJ WR LQ WKLV *XLGH KRZHYHU� LV WR GR ZLWK WKH JRYHUQDQFH DSSOLHG
WR GLIIHUHQW NLQGV RI SXEOLF VHUYLFHV� 7KH SXEOLF VHFWRU FDQ EH GHILQHG DV WKH VHW RI RUJDQL]DWLRQV DQG 
LQWHUPHGLDULHV ZKLFK SURYLGH VHUYLFHV WR WKH SXEOLF XQGHU GLUHFW RU LQGLUHFW FRQWURO E\ QDWLRQDO� UHJLRQDO RU 
ORFDO EUDQFKHV RI JRYHUQPHQW� 7KLV OLVW YDULHV IURP RQH FRXQWU\ WR DQRWKHU� ,Q WKH 8.� KRZHYHU� LW LQFOXGHV 
RUJDQL]DWLRQV SURYLGLQJ VHUYLFHV VXFK DV VRFLDO VHFXULW\� KHDOWK� HGXFDWLRQ� GHIHQFH� DQG SROLFLQJ DV ZHOO DV
WKH FHQWUDO DJHQFLHV �UHYHQXH FROOHFWLRQ� JRYHUQPHQW PLQLVWULHV� ZKLFK VXSSRUW DQG GLUHFW VXFK VHUYLFHV� ,W 
DOVR LQFOXGHV PXOWLODWHUDO RUJDQL]DWLRQV� QRWDEO\ GHYHORSPHQW EDQNV RU RWKHU RUJDQL]DWLRQV LQYROYHG LQ
JOREDO RU UHJLRQDO JRYHUQDQFH WKDW KDYH EHHQ HVWDEOLVKHG WKURXJK LQWHUQDWLRQDO JRYHUQPHQWDO FR�RSHUDWLRQ�

§2XU VXUYH\ VDLG �¨

2XU VXUYH\ UHVSRQGHQWV EURDGO\ DJUHHG ZLWK WKH VWDWHPHQWV �

§,W LV GLIILFXOW WR FRPPXQLFDWH WKH EHQHILWV RI SXEOLF VHFWRU .0 WR VHQLRU PDQDJHPHQW¨ DQG

§,W LV KDUG WR HVWDEOLVK ZKDW EHVW SUDFWLFH LQ SXEOLF VHFWRU .0 LV¨

EXW VWURQJO\ GLVDJUHHG ZLWK WKH VWDWHPHQW

§.QRZOHGJH 0DQDJHPHQW LV QRW UHDOO\ UHOHYDQW WR WKH SXEOLF VHFWRU�¨
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���  2YHUDOO .0 2ULJLQV DQG 3HUVSHFWLYHV

/LNH PRVW RUJDQL]DWLRQDO WKHRULHV DQG SUDFWLFHV� .QRZOHGJH 0DQDJHPHQW KDV HYROYHG RYHU D SHULRG RI WLPH 
DQG IURP D YDULHW\ RI VRXUFHV� 7KH FRQFHSW RI D ©NQRZOHGJH ZRUNHUª DQG D ©NQRZOHGJH HFRQRP\ª ZDV ILUVW VHW 
RXW RYHU �� \HDUV DJR E\ WKH PDQDJHPHQW WKLQNHU 3HWHU 'UXFNHU� 7KH URRWV RI RQH FRUH WHQHW RI .QRZOHGJH 
0DQDJHPHQW ¦ WKH GLIIHUHQFH EHWZHHQ WDFLW DQG H[SOLFLW NQRZOHGJH ¦ FDQ EH WUDFHG EDFN WR WKH 
SKLORVRSKHU 0LFKDHO 3RODQ\L LQ WKH ����V�

+RZHYHU� .0 DV DQ HVWDEOLVKHG DQG GLVWLQFW FRUSRUDWH GLVFLSOLQH KDV RQO\ HPHUJHG LQ IRUFH RYHU WKH SDVW 
GHFDGH� 6RPH ZULWHUV FRQWHQG WKDW LQ IDFW WKHUH KDV QRW EHHQ D VLQJOH FRQWLQXRXV GHYHORSPHQW RI .QRZOHGJH
0DQDJHPHQW RYHU WKLV SHULRG� EXW LQVWHDG D VHULHV RI SKDVHV RI XQGHUVWDQGLQJ DQG DSSURDFKHV WKDW FDQ EH 
VHSDUDWHO\ LGHQWLILHG DQG SDFNDJHG� 2WKHUV FRQWHQG WKDW .QRZOHGJH 0DQDJHPHQW KDV FKDQJHG LQ QDWXUH
DOWRJHWKHU IURP LWV RULJLQDO DUJXPHQWV� 

0DQ\ GLIIHUHQW VHFWRUV RI LQGXVWU\� FRPPHUFH DQG SULYDWH VHFWRU RUJDQL]DWLRQV ¦ WKH ,7 LQGXVWU\� WKH 
FRQVXOWLQJ LQGXVWU\� FRPPXQLFDWLRQV SURIHVVLRQDOV� +XPDQ 5HVRXUFHV GHSDUWPHQWV ¦ KDYH DOO DW RQH WLPH 
RU DQRWKHU ©FODLPHGª .QRZOHGJH 0DQDJHPHQW IRU WKHLU RZQ� 7R D FHUWDLQ H[WHQW� WKDW QHHG QRW EH D SUREOHP� 
,QGHHG� LW LV WHVWDPHQW WR WKH VWUHQJWK DQG UHOHYDQFH RI .QRZOHGJH 0DQDJHPHQW DQG WR D ZLGH YDULHW\ RI 
FRUH EXVLQHVV DFWLYLWLHV LQ ZKLFK RUJDQL]DWLRQV DUH HQJDJHG� 

,Q WKLV SHUVSHFWLYH� WKH GHYHORSPHQW RI .0 VLJQDOV D UHFRJQLWLRQ DPRQJVW PDQDJHUV WKDW NQRZOHGJH DQG 
OHDUQLQJ FDQ UHSUHVHQW D VLJQLILFDQW UHVRXUFH IRU WKH RUJDQL]DWLRQ� QRW VLPSO\ D FRVW RU DQ XQLQWHQWLRQDO 
VSLQ�RII IURP RSHUDWLRQV� 9LHZLQJ DQG PDQDJLQJ NQRZOHGJH DV D UHVRXUFH� KRZHYHU� FDQ WDNH PDQ\ 
GLIIHUHQW IRUPV ¦ KHQFH WKH YDULHW\ RI GLIIHUHQW DSSURDFKHV WR .0� ,PSRUWDQWO\� LQ WKH UHFHQW SHULRG WKHUH 
KDV EHHQ D JURZLQJ UHFRJQLWLRQ WKDW IRFXVLQJ RQ NQRZOHGJH LWVHOI LV LQGHSHQGHQW RI LWV UROH LQ DGGUHVVLQJ
RUJDQL]DWLRQDO FKDOOHQJHV RIWHQ OHDGV WR WKH GHYHORSPHQW RI H[SHQVLYH EXW LQHIIHFWLYH V\VWHPV� DV ZHOO DV 
IDLOLQJ WR KDUQHVV WKH IXOO SRWHQWLDO RI VWDII�

��� 3XEOLF VHFWRU .0 RULJLQV DQG SHUVSHFWLYHV

,W LV D QRW XQFRPPRQ WUHQG IRU WKH SXEOLF VHFWRU WR ODJ EHKLQG WKH SULYDWH VHFWRU LQ LWV DGRSWLRQ RI QHZ
PDQDJHPHQW WKHRULHV RU DSSURDFKHV� 4XLWH RIWHQ� WKLV LV D JRRG WKLQJ� LQ WKDW LW DOORZV PDQDJHPHQW ©IDGVª
WR IDGH� ZKLOVW WUXO\ YDOXDEOH DSSURDFKHV DUH DGRSWHG DQG DGDSWHG WR EULQJ UHDO YDOXH WR WKH SXEOLF VHFWRU� 
2XU VXUYH\ VKRZV WKDW WKH MXU\ LV FXUUHQWO\ VWLOO RXW RQ SXEOLF VHFWRU .QRZOHGJH 0DQDJHPHQW�

6RPH SXEOLF VHFWRU SUDFWLWLRQHUV EHOLHYH WKDW ZKDW LV FXUUHQWO\ WHUPHG ©NQRZOHGJH PDQDJHPHQWª LV LQ DFWXDO 
IDFW ZKDW SXEOLF VHUYDQWV KDYH DOZD\V GRQH VLQFH WLPH LPPHPRULDO ¦ REMHFWLYHO\ DQG FROOHFWLYHO\ FROODWLQJ�
DQDO\VLQJ DQG GHSOR\LQJ NQRZOHGJH LQ DQ HIIRUW WR LQIRUP� GHYHORS DQG HQDFW WKH SROLFLHV RI WKH *RYHUQPHQW 
RI WKH GD\� 2WKHUV EHOLHYH WKDW .0 LV D IDG�

:KDW FDQ EH VDLG LV WKDW WKH IROORZLQJ H[DPSOHV FRQWDLQHG LQ WKLV *XLGH VKRZ WKDW� ZKHWKHU LW LV UHFRJQL]HG
H[SOLFLWO\ RU QRW DV EHLQJ ©.QRZOHGJH 0DQDJHPHQWª� WKHUH DUH D UDQJH RI NQRZOHGJH DQG OHDUQLQJ EDVHG 
DFWLYLWLHV JRLQJ RQ DURXQG WKH SXEOLF VHFWRU WRGD\ ZKLFK DUH GHOLYHULQJ UHDO LQQRYDWLRQ DQG GHPRQVWUDWLQJ 
WDQJLEOH EHQHILWV� LQFOXGLQJ�

� 7KH 8. *RYHUQPHQWªV ©.QRZOHGJH 1HWZRUNª ¦ RZQHG DQG UXQ E\ WKH &DELQHW 2IILFH H�*RYHUQPHQW 
8QLW�
� 7KH 1DWLRQDO &ROOHJH IRU 6FKRRO /HDGHUVKLSªV ©1HWZRUNHG /HDUQLQJ &RPPXQLWLHVª SURJUDPPH�
� 7KH 'HSDUWPHQW RI LQWHUQDO .0 SURJUDPPH�
� 7KH &RXQWU\VLGH $JHQF\ªV ©/HDUQLQJ 1HWZRUNVª LQLWLDWLYH
� 7KH 2'30 1HZ 'HDO IRU &RPPXQLWLHVª VWDNHKROGHU LQYROYHPHQW SURJUDPPH�
� 7KH :RUOG %DQNªV ©.QRZOHGJH %DQNª�
� 7KH )LQDQFLDO 2PEXGVPDQ 6HUYLFHªV .0 VWUDWHJ\

2QH RWKHU SRLQW WR EHDU LQ PLQG LV WKDW IRU WKH SXEOLF VHFWRU� NQRZOHGJH LV D NH\ FRPSRQHQW IRU SURYLGLQJ
VHUYLFHV DQG GHYHORSLQJ SROLF\� UDWKHU WKDQ D PDUNHWSODFH WRRO� .QRZOHGJH VKDUHG LQ PXFK RI WKH SXEOLF 
VHFWRU GRHV QRW PHDQ SULYDWH VHFWRU FRPSHWLWLYH DGYDQWDJH GLPLQLVKHG� ,W LV QR VXUSULVH WKDW PDQ\ RI WKH 
ODUJHVW DQG PRVW DGYDQFHG H[DPSOHV RI RQOLQH ©6KDULQJ %HVW 3UDFWLFHª DUH WR EH IRXQG DPRQJVW JURXSV RI 
SXEOLF VHFWRU VWDII� RIWHQ JHRJUDSKLFDOO\ RU RUJDQL]DWLRQDOO\ GLVSHUVHG� EXW ZRUNLQJ LQ D FRPPRQ DUHD
�H�J� /RFDO $XWKRULWLHV &3$� RU +HDOWK ,QIRUPDWLFV� RU GHYHORSPHQW RI SXEOLF VHFWRU VWDQGDUGV� VXFK DV 
H�*,) DQG H�*0)��
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2XU LQWHUYLHZV DQG UHVHDUFK KDYH DOVR LGHQWLILHG D UDQJH RI FRUH SXEOLF VHFWRU FKDOOHQJHV DQG DFWLYLWLHV WKDW 
FRXOG GUDZ GLVWLQFW EHQHILWV IURP DGRSWLQJ .0 DSSURDFKHV DQG WHFKQLTXHV� LQFOXGLQJ�

� 7KH FKDOOHQJHV RI WKH *HUVKRQ $JHQGD�
� ,PSOHPHQWDWLRQ RI WKH /\RQV 5HYLHZ�
� 3ROLF\ DQG GHOLYHU\ KRUL]RQ VFDQQLQJ�
� 6FHQDULR SODQQLQJ DQG HDUO\ ZDUQLQJ V\VWHPV�
� -RLQHG�XS SROLF\ DQDO\VLV DQG LPSOHPHQWDWLRQ�
� 'HOLYHU\ RI FLWL]HQ�FHQWUHG SXEOLF VHUYLFHV�
� )UHHGRP RI ,QIRUPDWLRQ DQG 'DWD 3URWHFWLRQ�
� (YLGHQFH�EDVHG SROLF\ PDNLQJ�
� 3HUIRUPDQFH 0DQDJHPHQW�
� 7KH FHQWUDO�ORFDO LQWHUIDFH�
� &ULVLV 0DQDJHPHQW�

7KH UHOHYDQFH RI .QRZOHGJH 0DQDJHPHQW WR WKH SXEOLF VHFWRU LV GLVFXVVHG LQ PRUH GHWDLO LQ 6HFWLRQ � ¦
§:K\ VKRXOG WKH SXEOLF VHFWRU FDUH DERXW .0"¨

���  .0� ,QIRUPDWLRQ 0DQDJHPHQW DQG +XPDQ ([SHULHQFH

2QH RI WKH NH\ VRXUFHV RI FRQIXVLRQ FDXVHG E\ .0 LQLWLDWLYHV LQ VRPH EXVLQHVV ILUPV KDV EHHQ WKH WHQGHQF\
WR HTXDWH .0 VROHO\ ZLWK ,QIRUPDWLRQ 0DQDJHPHQW� 7KLV KDV SDUWO\ EHHQ WKH UHVXOW RI WKH ZLGHVSUHDG XVH
RI WKH WHUP .0 WR GHQRWH WKH LPSOHPHQWDWLRQ RI ,7 V\VWHPV VXFK DV ,QWUDQHWV� SRUWDOV DQG GDWDEDVHV� 

7KHUH DUH VRPH KXJHO\ VLJQLILFDQW ,QIRUPDWLRQ 0DQDJHPHQW FKDOOHQJHV IDFLQJ WKH SXEOLF VHFWRU WRGD\� QRW 
OHDVW WKH LPSOHPHQWDWLRQ DQG RSHUDWLRQ RI WKH )UHHGRP RI ,QIRUPDWLRQ $FW� :H KDYH LQFOXGHG D &DVH 6WXG\ 
IURP WKH '7, RI LWV LPSOHPHQWDWLRQ RI DQ (OHFWURQLF 'RFXPHQW DQG 5HFRUGV 0DQDJHPHQW V\VWHP WR ORRN DW
WKLV FKDOOHQJH�

.0 3DUWLFLSDQW YLHZ

§7KH � ELJJHVW FKDOOHQJHV ZH IDFH DUH )UHHGRP RI ,QIRUPDWLRQ� WKH FKDQJH SURJUDPPH�GRZQVL]LQJ DQG 
SHUIRUPDQFH PDQDJHPHQW�¨

§7KHUH DUH �� UHFHSWLRQ WHDFKHUV LQ 7XQEULGJH :HOOV DQG PRVW RI WKHP DUH WKH RQO\ UHFHSWLRQ WHDFKHU 
LQ WKHLU SULPDU\ VFKRRO� /DVW \HDU� WKH QHWZRUN FUHDWHG DQ RSSRUWXQLW\ IRU WKHP WR KDYH WLPH WRJHWKHU 
LQ D KRWHO� 7KHVH �� UHFHSWLRQ WHDFKHUV SODQQHG D UHFHSWLRQ FXUULFXOXP IRU 7XQEULGJH :HOOV� 7KLV 
6HSWHPEHU� HYHU\ FKLOG LQ 7XQEULGJH :HOOV H[SHULHQFHG D FXUULFXOXP SODQQHG E\ HYHU\ UHFHSWLRQ 
WHDFKHU LQ 7XQEULGJH :HOOV� 3RZHUIXO RU ZKDW" ¨

§7KH .QRZOHGJH 1HWZRUN VDYHV WLPH IRU PH DQG IRU SROLF\ RIILFLDOV LQ WKH 'HSDUWPHQW� ,W LV HVSHFLDOO\ 
XVHIXO ZKHQ ZRUNLQJ RXW RI KRXUV RU WR WLJKW GHDGOLQHV� , GRQªW NQRZ KRZ , FRSHG ZLWKRXW LW� 3UHYLRXVO\� 
PXFK RI WKLV NQRZOHGJH ZDV DYDLODEOH LQ GLIIHUHQW SODFHV RU QRW DW DOO� , QR ORQJHU KDYH WR VHDUFK DQ
LQWHUQDO GLUHFWRU\ WR ILQG RXW ZKR LV UHVSRQVLEOH IRU D VSHFLILF SROLF\� DQG WKHQ SKRQH WKHP WR DVN IRU 
WKH ODWHVW VWDWH RI SOD\ LQ WKHLU DUHD� , FDQ MXVW ORRN LW XS RQ WKH .1� ,W KDV WUDQVIRUPHG WKH ZD\ LQ 
ZKLFK ZH UHVSRQG WR 0LQLVWHUVª UHTXHVWV IRU SROLF\ EULHILQJ DQG HQDEOHG SDUW WLPH PHPEHUV RI VWDII WR 
UHVSRQG IDU PRUH HIIHFWLYHO\ WKDQ ZRXOG KDYH EHHQ WKH FDVH EHIRUH�¨

&DVH 6WXG\ ,QVLJKW

§$OO RUJDQL]DWLRQV� ZKHWKHU SULYDWH RU SXEOLF VHFWRU QHHG WR EH DEOH WR GHPRQVWUDWH KRZ DQG ZK\ WKH\
WRRN NH\ GHFLVLRQV DQG DFWHG DV WKH\ GLG� <HDUV DJR� RIILFLDOV ZRUNHG ©RII WKH ILOHª� HYHU\WKLQJ ZDV 
UHFRUGHG RQ PLQXWHV� OHWWHUV DQG PHPRV� DQG DQ DUP\ RI UHJLVWU\ FOHUNV FRQWUROOHG WKH SXEOLF UHFRUG� 
%XW H�PDLO DQG WKH VSHHG RI PRGHUQ FRPPXQLFDWLRQV KDYH GHVWUR\HG WKLV ZD\ RI ZRUNLQJ ¦ GHFLVLRQV 
DUH FRPPXQLFDWHG HOHFWURQLFDOO\ DQG PD\ QHYHU UHDFK D SK\VLFDO ILOH� 2YHU WLPH WKH XQGHUVWDQGLQJ RI 
KRZ WR RU HYHQ ZK\ WKH 'HSDUWPHQW PDQDJHV WKH UHFRUG KDV IDGHG� '7,� OLNH PRVW RWKHU RUJDQL]DWLRQV� 
KDV KDG LWV VKDUH RI HPEDUUDVVLQJ LQFLGHQWV ZKHQ LPSRUWDQW GRFXPHQWV FRXOG QRW EH SURGXFHG WR 
RUGHU� %XW LQIRUPDWLRQ ULJKWV OHJLVODWLRQ XSV WKH VWDNHV� LQ SDUWLFXODU WKH GHDGOLQH RI �� ZRUNLQJ GD\V 
WR UHVSRQG WR D )UHHGRP RI ,QIRUPDWLRQ UHTXHVW�¨
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,Q GHYHORSLQJ WKLV UHSRUW� KRZHYHU� ZH KDYH EHHQ FDUHIXOO\ WR GLVWLQJXLVK EHWZHHQ NQRZOHGJH DV D TXDOLW\
RI KXPDQ DFWLRQ� DQG D FDSDELOLW\ RI SXEOLF VHFWRU RUJDQL]DWLRQV� DQG LQIRUPDWLRQ LQ LWV UDZ IRUP� 

&RQVLGHU WKH IROORZLQJ ZRUNHG H[DPSOH DV D ZD\ RI PDNLQJ WKH GLVWLQFWLRQ EHWZHHQ GDWD� LQIRUPDWLRQ DQG 
NQRZOHGJH� 

� $ WUDLQ WLPHWDEOH SURYLGHV GDWD ¦ LW VKRXOG EH LQWHUSUHWHG WR EH XVHIXO�
� $ SODWIRUP DQQRXQFHPHQW WKDW WKH QH[W WUDLQ WR WKH GHVLUHG GHVWLQDWLRQ LV OHDYLQJ LQ ILYH PLQXWHV 
SURYLGHV LQIRUPDWLRQ ¦ WKLV KDV PHDQLQJ ZLWKLQ D VSHFLILF FRQWH[W�
� 7KH SDVVHQJHUªV UHDOL]DWLRQ WKDW WKH QH[W WUDLQ ZLOO QRW EH WKH EHVW FKRLFH� EHFDXVH LW LV D VWRSSLQJ WUDLQ 
QRW WKH LPPLQHQW H[SUHVV WUDLQ� GHSHQGV RQ NQRZOHGJH ¦ D PRUH JHQHUDOO\ DSSOLFDEOH DSSURDFK EDVHG 
RQ LQVLJKW DQG SULRU H[SHULHQFH� >�@

7KLV KLJKOLJKWV WKH LPSRUWDQFH RI KXPDQ H[SHULHQFH DV D FUXFLDO LQJUHGLHQW LQ PDNLQJ VHQVH RI LQIRUPDWLRQ 
¦ NQRZOHGJH HPHUJLQJ IURP KXPDQ EHKDYLRXU QRW IURP SLOLQJ XS VWRFNV RI LQIRUPDWLRQ� 6RPH LPSRUWDQW
LPSOLFDWLRQV IORZ IURP WKLV GLVWLQFWLRQ�

� )LUVW� ZH UHFRJQL]H WKH SULPDU\ LPSRUWDQFH RI KXPDQ EHKDYLRXU DV WKH PHGLXP WKURXJK ZKLFK 
NQRZOHGJH LV DFTXLUHG� UHWDLQHG DQG VKDUHG� .QRZOHGJH LV LQYDULDEO\ DVVRFLDWHG ZLWK SHRSOH� QRUPDOO\
ZRUNLQJ LQ FRQFHUW ZLWK RWKHUV� ,QIRUPDWLRQ H[LVWV LQGHSHQGHQWO\ RI SHRSOH�
� 6HFRQG� JLYHQ WKLV YLHZ RI NQRZOHGJH DV HPEHGGHG LQ KXPDQ EHKDYLRXU� LW PDNHV OLWWOH VHQVH WR HTXDWH 
LW ZLWK LQIRUPDWLRQ DV VRPHWKLQJ WKDW FDQ EH HDVLO\ WUDQVIHUUHG� FDSWXUHG RU VWRFNSLOHG LQGHSHQGHQW RI
KXPDQ EHKDYLRXU DQG QHWZRUNV� :KHQ ZH ZDQW WR XQGHUVWDQG KRZ NQRZOHGJH IORZV ZLWKLQ DQG EHWZHHQ
SXEOLF VHFWRU RUJDQL]DWLRQV� ZH DUH LQHYLWDEO\ ORRNLQJ DW GLIIHUHQW NLQGV RI KXPDQ LQWHUDFWLRQ DQG VRFLDO
H[FKDQJH DPRQJVW SXEOLF VHUYDQWV�
� 7KLUG� WKH UROH RI NQRZOHGJH LQ PDNLQJ XVH RI LQIRUPDWLRQ� KLJKOLJKWV WKH LPSRUWDQFH RI WKH H[LVWLQJ
NQRZOHGJH RI LQGLYLGXDOV DQG RUJDQL]DWLRQV DV ERWK D JDWHZD\ DQG D FRQVWUDLQW XSRQ WKHLU DELOLW\ WR 
DFTXLUH QHZ NQRZOHGJH� 7UDQVIHUULQJ NQRZOHGJH WR LQGLYLGXDOV DQG JURXSV ZLWKRXW WKH FDSDFLW\ WR XVH LW
PDNHV OLWWOH VHQVH ¦ \HW WKLV LV RIWHQ LJQRUHG LQ .0 LQLWLDWLYHV ZKLFK FRQFHQWUDWH VLPSO\ RQ WKH 
EURDGFDVWLQJ RU VXSSO\ RI LQIRUPDWLRQ WKURXJK ,QWUDQHWV� GDWDEDVHV DQG WKH OLNH�

0DQ\ RI WKH SXEOLF VHFWRU .QRZOHGJH 0DQDJHPHQW LQLWLDWLYHV VWXGLHG IRU WKLV *XLGH H[SOLFLWO\ UHFRJQL]H WKH 
LPSRUWDQFH RI WKH KXPDQ GLPHQVLRQ LQ KDUQHVVLQJ SXEOLF VHFWRU NQRZOHGJH� DV ZHOO DV WKH LPSRUWDQFH DQG 
SRZHU QRW MXVW RI FROODWLQJ LQIRUPDWLRQ� EXW RI IRVWHULQJ KXPDQ DQG VRFLDO QHWZRUNV RI SHRSOH �ERWK EHWZHHQ 
SXEOLF VHFWRU ERGLHV WKHPVHOYHV DQG EHWZHHQ SXEOLF VHFWRU RUJDQL]DWLRQV DQG WKH SHRSOH DQG FRPPXQLWLHV 
ZKRP WKH\ VHUYH��

/LWHUDWXUH ,QVLJKW

©©0RVW SHRSOH KDYH DQ LQWXLWLYH VHQVH WKDW NQRZOHGJH LV EURDGHU� GHHSHU DQG ULFKHU WKDQ GDWD RU 
LQIRUPDWLRQ� 3HRSOH VSHDN RI D ©NQRZOHGJHDEOHª LQGLYLGXDO� DQG PHDQ VRPHRQH ZLWK D WKRURXJK� 
LQIRUPHG DQG UHOLDEOH JUDVS RI D VXEMHFW� VRPHRQH ERWK HGXFDWHG DQG LQWHOOLJHQW� 7KH\ DUH XQOLNHO\ WR 
WDON DERXW D ©NQRZOHGJHDEOHª RU HYHQ D ©NQRZOHGJH�IXOOª PHPR� KDQGERRN� RU GDWDEDVH� HYHQ WKRXJK 
WKHVH PLJKW EH SURGXFHG E\ NQRZOHGJHDEOH LQGLYLGXDOV RU JURXSV�¨

§.QRZOHGJH LV D IOXLG PL[ RI IUDPHG H[SHULHQFH� YDOXHV� FRQWH[WXDO LQIRUPDWLRQ DQG H[SHUW LQVLJKW WKDW 
SURYLGHV D IUDPHZRUN IRU HYDOXDWLQJ DQG LQFRUSRUDWLQJ QHZ H[SHULHQFHV DQG LQIRUPDWLRQ� ,W RULJLQDWHV 
DQG LV DSSOLHG LQ WKH PLQGV RI NQRZHUV� ,Q RUJDQL]DWLRQV� LW RIWHQ EHFRPHV HPEHGGHG QRW RQO\ LQ
GRFXPHQWV RU UHSRVLWRULHV� EXW DOVR LQ RUJDQL]DWLRQV URXWLQHV� SURFHVVHV� SUDFWLFHV DQG QRUPV� 
.QRZOHGJH GHULYHV IURP LQIRUPDWLRQ DV LQIRUPDWLRQ GHULYHV IURP GDWD� ,I LQIRUPDWLRQ LV WR EHFRPH 
NQRZOHGJH� KXPDQV PXVW GR YLUWXDOO\ DOO WKH ZRUN�¨ >�@
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���  7KH GDQJHUV RI QRW DGRSWLQJ D .0 DSSURDFK

-XVW DV WKHUH DUH EHQHILWV RI DGRSWLQJ D .0 DSSURDFK WR SXEOLF VHFWRU FKDOOHQJHV� WKHUH DUH DOVR GDQJHUV LQ 
QRW DGRSWLQJ VXFK DQ DSSURDFK� 6RPH RI WKH GDQJHUV LGHQWLILHG DV SDUW RI WKH UHVHDUFK IRU WKLV *XLGH
LQFOXGH�

� 'XSOLFDWLRQ RI HIIRUW DQG DFWLYLW\ E\ RIILFLDOV ZRUNLQJ LQ VLPLODU ILHOGV�
� ,QFRQVLVWHQF\ RI DSSURDFK RU XQGHUVWDQGLQJ RI WKH VDPH SROLF\ DUHD �
� /DFN RI DZDUHQHVV RI WKH ZKROH ©SLFWXUHª VXUURXQGLQJ D SDUWLFXODU SROLF\ FKDOOHQJH�
� /RVV RI NQRZOHGJH DQG LQVLJKW IURP H[SHULHQFHG RIILFLDOV XSRQ OHDYLQJ RU PRYLQJ RUJDQL]DWLRQ�
� :HDNQHVV LQ DELOLW\ WR VKDUH EHVW SUDFWLFH DQG LQQRYDWLRQ�
� /DFN RI MRLQHG�XS ZRUNLQJ E\ SXEOLF VHFWRU WHDPV LQ GLIIHUHQW RUJDQL]DWLRQV DGGUHVVLQJ D FRPPRQ LVVXH
RU FDVH�
� ,QDFFXUDWH RU RXW�RI�GDWH LQIRUPDWLRQ EHLQJ JLYHQ WR WKH JHQHUDO SXEOLF�
� )DLOXUH WR LGHQWLI\ LQFLGHQFHV RI IUDXG�

.0 3DUWLFLSDQW 9LHZ

§1HWZRUNV DUH D SRZHUIXO SROLWLFDO YRLFH� �� VFKRROV VSHDN ORXGHU WKDQ � VFKRRO� �� VFKRROV FDQ EH PXFK 
VWURQJHU LQ WDNLQJ ULVNV DQG LQQRYDWLQJ WKDQ � VFKRRO� HVSHFLDOO\ ZKHQ WKH\ªUH �� VFKRROV WKDW GDUHQªW 
WDNH ULVNV EHFDXVH WKH\ DUH FRPSHWLQJ ZLWK RQH DQRWKHU DQG QRZ WKHUH DUH �� VFKRROV WKDW DUH 
FROODERUDWLQJ� 6R D VFKRRO WKDW PLJKW KDYH EHHQ WLPLG WR VD\ ©:HªUH JRLQJ WR FORVH WKH VFKRRO RQ D 
:HGQHVGD\ OXQFKWLPH QRZ DQG KDYH D SURIHVVLRQDO OHDUQLQJ DIWHUQRRQ� EXW ZRUN KDOI DQ KRXU ODWHU RQ 
DOO WKH RWKHU GD\Vª� DQG ZRXOGQªW KDYH GDUHG GR LW LQ FDVH LW KDG D EDG LPSDFW RQ SDUHQWV DQG WKH\ ZHQW 
WR RWKHU VFKRROV� %XW QRZ DOO �� VFKRROV DUH GRLQJ LW WRJHWKHU DQG VD\LQJ� ©,I \RX OLYH LQ WKLV WRZQ� RU 
WKLV SDUW RI WKH WRZQ� \RXU NLGV DUH JRLQJ WR JR WR D VFKRRO ZKHUH WKH WHDFKHUV WDNH WKHLU FKLOGUHQªV 
OHDUQLQJ VHULRXVO\ DQG ZH OHDUQ WRR�ª $QG �� VFKRROV FDQ GR WKDW DQG WKH SDUHQWV ZLOO VD\ ©$EVROXWHO\ª�¨

&DVH 6WXG\ ,QVLJKWV

§$V WKH 1HZ 'HDO IRU &RPPXQLWLHV 3URJUDPPHV IRFXVHV RQ FULPH� HGXFDWLRQ� HPSOR\PHQW� KHDOWK DQG
SK\VLFDO HQYLURQPHQW� WKH 1'& KDYH SDUWQHUHG ZLWK D UDQJH RI ORFDO DQG QDWLRQDO ERGLHV� YROXQWDU\ 
VHFWRU ERGLHV DQG SULYDWH EXVLQHVVHV WR GUDZ RQ WKH NQRZOHGJH DQG H[SHUWLVH RI WKHVH JURXSV� 7KH 
HQJDJHPHQW RI VHYHUDO SDUWLHV KDV PHDQW WKDW VRXQG LQWHUDFWLRQ PHWKRGV DUH QHHGHG IRU HIIHFWLYH
FRPPXQLFDWLRQ� 0HHWLQJV DQG ZRUNVKRSV DUH KHOG WR FDSWXUH WKH NQRZOHGJH DQG H[SHUWLVH RI 1'&
SDUWQHUV DQG LQ HIIHFW WR FR�RUGLQDWH DQG SULRULWLVH FRPPXQLW\ QHHGV LQ WKH PRVW HIILFLHQW DQG HIIHFWLYH 
PDQQHU� $Q DQQXDO FRQIHUHQFH LV KHOG HYHU\ \HDU FRQVLVWLQJ RI ERDUG PHPEHUV� SDUWQHUV� FRPPXQLW\ 
UHSUHVHQWDWLYHV DQG JRYHUQPHQW RIILFHUV WR GLVFXVV FRUH LVVXHV DQG DJUHH RQ JRRG SUDFWLFH ZLWK WKH DLP 
RI HVWDEOLVKLQJ D FRQVLVWHQW RSHUDWLQJ DSSURDFK DPRQJVW DOO 1'& 3DUWQHUVKLSV�¨

§7KH &RXQWU\VLGH $JHQF\ UHOLHV RQ FR�RSHUDWLRQ ZLWK D ODUJH QXPEHU RI SDUWQHUV� VXFK DV ORFDO 
DXWKRULWLHV DQG RWKHU RUJDQLVDWLRQV� WR GHOLYHU LWV LQWHUYHQWLRQV� ,W LV KHQFH LPSRUWDQW WKDW WKH OHVVRQV 
OHDUQHG IURP WKHVH SDUWQHUVKLSV DUH WKHQ GLVVHPLQDWHG WR RWKHU RUJDQLVDWLRQV DV ©JRRG SUDFWLFHª� *LYHQ
WKH ODUJH QXPEHU RI LQYROYHHV� SDUWQHUV DQG VWDNHKROGHUV� WKH GLVVHPLQDWLRQ RI JRRG SUDFWLFH SURYHG 
FRQVLGHUDEO\ UHVRXUFH�LQWHQVLYH� 7KH &$ VRXJKW WKHUHIRUH WR ILQG QHZ ZD\V WKDW FRXOG KHOS UHGXFH WKH 
UHVRXUFHV QHHGHG IRU WKLV ZRUN� DQG DW WKH WLPH LPSURYH WKH HIIHFWLYHQHVV RI WKHVH DFWLYLWLHV� $V DQ
DOWHUQDWLYH DQG FRPSOHPHQW WR HYHQWV VXFK DV FRQIHUHQFHV DQG ZRUNVKRSV� WKH .0 WHDP GHYHORSHG D
VWUDWHJ\ RI GHYHORSLQJ ©SHHU�WR�SHHU UHODWLRQVKLSVª ZLWKLQ ZHE�EDVHG FRPPXQLWLHV� FRLQHG ©OHDUQLQJ
QHWZRUNVª� 7KHVH ZHE�EDVHG FRPPXQLWLHV DUH IDFLOLWDWHG E\ WKHLU RZQ VWDII DQG DOVR ZLWK WKHLU RZQ
GHOLYHU\ VSHFLDOLVWV DQG QRW E\ WKH .0 WHDP� &$ VWDII KHUH KDYH WKH UROH RI IDFLOLWDWLQJ NQRZOHGJH 
WUDQVIHU�¨
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7KHUH DUH VHYHUDO ZHOO SXEOLFLVHG LQVWDQFHV RI RUJDQL]DWLRQV KDYLQJ LQFXUUHG VHULRXV FRQVHTXHQFHV RI 
GDPDJH DQG GLVUXSWLRQ� ZKLFK PLJKW RWKHUZLVH KDYH EHHQ SUHYHQWHG KDG .QRZOHGJH 0DQDJHPHQW EHHQ
SUDFWLVHG� 7KH IROORZLQJ DUH H[DPSOHV RI ZKHUH IDLOXUHV RI GXW\ RI FDUH PD\ EH DWWULEXWDEOH WR ODFN RI 
FRPPXQLFDWLRQ DQG LQIRUPDWLRQ ZLWKLQ RUJDQL]DWLRQV�

� 7KH +XQWOH\ &DVH� 
� )RRW DQG 0RXWK 'LVHDVH�
� $JULFXOWXUDO IUDXG �6HOHFW &RPPLWWHH RQ 3XEOLF $FFRXQWV )LIW\�ILUVW UHSRUW� $JULFXOWXUDO )UDXG� 7KH 
&DVH RI -RVHSK %RZGHQ��

���  7KH SUDFWLWLRQHUVª YLHZ RI WKH FXUUHQW VWDWH RI .0 LQ WKH SXEOLF VHFWRU

$V SDUW RI WKH UHVHDUFK IRU WKLV VWXG\� WKH DXWKRUV FRQGXFWHG DQ 2QOLQH 6XUYH\ RI SXEOLF VHFWRU SUDFWLWLRQHUV�
ZKRVH ILQGLQJV ZHUH GLVFXVVHG YLD DQ RQOLQH 'LVFXVVLRQ 3RUWDO DQG LQ D VSHFLDOO\ FRQYHQHG ©&RPPXQLW\ 
%UDLQVWRUP 'D\ª� IDFLOLWDWHG E\ 560 5REVRQ 5KRGHV //3 DQG KRVWHG E\ WKH &DELQHW 2IILFH� 

'HWDLOHG DQDO\VLV RI WKH VXUYH\ DQG %UDLQVWRUP 'D\ DUH LQFOXGHG LQ WKH DQQH[HV WR WKLV UHSRUW� KRZHYHU 
VRPH RI WKH NH\ PHVVDJHV WKDW FDPH RXW RI WKH UHVHDUFK ZHUH�

� 3XEOLF VHFWRU RUJDQL]DWLRQV DUH QRW JHQHUDOO\ JRRG DW H[SORLWLQJ DQG VKDULQJ FROOHFWLYH NQRZOHGJH�
� .0 VKRXOG EH VHHQ DV D WRRO WR EHWWHU HQDEOH NQRZOHGJH VKDULQJ DQG OHDUQLQJ DQG WKXV KHOS SXEOLF
VHUYDQWV WR ZRUN WRJHWKHU PRUH HIIHFWLYHO\�
� $OWKRXJK ,7 LV HVVHQWLDO IRU XQGHUSLQQLQJ PXFK RI SXEOLF VHFWRU .0� LW KDV WRR RIWHQ EHHQ WKH GULYHU 
IRU .0 UDWKHU WKDQ DQ HQDEOHU ¦ LW QHHGV WR EHFRPH WKH HQDEOHU�
� 7KH WKUHH PDMRU GULYHUV IRU .0 LQ WKH SXEOLF VHFWRU DUH �L� HQVXULQJ TXDOLW\ DQG KLJK VWDQGDUGV RI
VHUYLFHV WR FLWL]HQV� �LL� GULYLQJ LQQRYDWLRQ DQG �LLL� DFKLHYLQJ FRVW VDYLQJV�
� 7KH PDMRU FKDOOHQJHV LQYROYHG LQ .0 DUH �L� ODFN RI .0 DFFHSWDQFH DQG UHFRJQLWLRQ E\ HPSOR\HHV� 
�LL� WLPH FRQVWUDLQWV RQ VWDII DQG �LLL� ODFN RI VXSSRUW IURP VHQLRU PDQDJHPHQW�

.0 3UDFWLWLRQHU 9LHZV

§:H KDYH WHFKQLFDO H[SHUWV ZKR KDYH YDOXDEOH DQG YHU\ VSHFLDOLVW NQRZOHGJH DQG ZKHQ WKH\ OHDYH WKH\
WDNH WKLV ZLWK WKHP� :H LQWURGXFHG VXFFHVVLRQ SODQQLQJ WR FDSWXUH WKHLU H[SHUWLVH IRU WKHLU VXFFHVVRUV� 
2QH RI WKH VHQLRU VSHFLDOLVWV VDLG WR PH ©, KDYH ZRUNHG KHUH IRU VR ORQJ� 0\ NQRZOHGJH LV D FRPPRGLW\� 
, KDYH WR SDVV LW RQ�¨

§$V ZH VLW KHUH WDONLQJ WRGD\� WKHUH DUH WHDFKHUV LQ WKH QRUWK RI (QJODQG SHUIRUPLQJ PLUDFOHV ZLWK
FKLOGUHQ DQG KRZ ORQJ ZLOO LW EHIRUH WHDFKHUV LQ WKH VRXWK RI (QJODQG OHDUQ DERXW LW" ,WªV WKDW VRUW RI
PHWDSKRU RI WKH QRQ�PDQDJHPHQW RI NQRZOHGJH ZKLFK FKDUDFWHULVHV WKH SURIHVVLRQ� ,I \RX DVN KRZ 
ORQJ ZLOO LW EH EHIRUH RWKHU WHDFKHUV LQ WKH QRUWK RI (QJODQG NQRZ RU KRZ ORQJ EHIRUH WKH WHDFKHU LQ WKH 
FODVVURRP QH[W GRRU NQRZV� \RX JHW D VHQVH RI KRZ SULPLWLYH RXU V\VWHP LV� 6R WKH HGXFDWLRQ V\VWHP LQ
WHUPV RI NQRZOHGJH PDQDJHPHQW ¦ WKDW ZDV RQH GULYHU�¨

&DVH 6WXG\ ,QVLJKW

§7KH DYDLODELOLW\ RI NQRZOHGJH ZDV QRW HYLGHQW IRU VWDII ZRUNLQJ RXWVLGH FHUWDLQ SHUVRQDO QHWZRUNV� DV 
VWDII LQ +4 DOZD\V WXUQHG WR VSHFLILF LQGLYLGXDOV IRU LQIRUPDWLRQ� ZKLFK OHIW RWKHU VWDII RU QHZFRPHUV WR 
WKH LQVWLWXWLRQ GHSULYHG IURP DFFHVV WR WKH H[LVWLQJ NQRZOHGJH SRRO� /DFN RI NQRZOHGJH VKDULQJ
EHWZHHQ VHFWRU WHDPV DQG FRXQWU\ WHDPV� DV ZHOO DV EHWZHHQ GLIIHUHQW GHSDUWPHQWV UHVXOWHG LQ 
GXSOLFDWLRQ RI HIIRUW DQG WKH IUHTXHQW ©UHLQYHQWLRQ RI WKH ZKHHOª� $ FRPPHQW ZDV PDGH� ©6RPHWLPHV ZH
IHHO ZH DUH VLWWLQJ RQ WKH 0RRQ DQG WDONLQJ WR 3ODQHW (DUWKª�¨

&DVH 6WXG\ ,QVLJKW

§6HYHUDO SUHYLRXV LQLWLDWLYHV KDG QRW SURGXFHG WKH ORQJ�ODVWLQJ FKDQJH ZLWKLQ WKH WDUJHW FRPPXQLWLHV 
WKDW SROLF\�PDNHUV KDG KRSHG IRU� $ 1DWLRQDO $XGLW 2IILFH HYDOXDWLRQ VKRZHG LQLWLDWLYHV KDG ZRUNHG 
EHWWHU LQ FRPPXQLWLHV WKDW KDG IRVWHUHG SDUWQHUVKLSV ZLWK WKH SXEOLF VHUYLFHV� %DVHG RQ WKLV LQVLJKW� 
WKH QHZ LQLWLDWLYH KDG WR GHYHORS PHFKDQLVPV WKDW SURPRWHG DQG IDFLOLWDWHG WKH IRUPDWLRQ RI VXFK 
SDUWQHUVKLSV�ªª
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� .QRZOHGJH 0DQDJHPHQW KDV D UROH WR SOD\ LQ SHUVRQQHO GHYHORSPHQW ZKLFK LV QRW EHLQJ IXOO\ H[SORLWHG�
� 3XWWLQJ .QRZOHGJH VKDULQJ LQWR SHUVRQDO FRPSHWHQFLHV DSSUDLVDOV FDQ DLG WKH LQWHUQDO VXFFHVV RI .0�
� 7KH NH\ IDFWRU LQ VXFFHVV LQ .0 LQ WKH SXEOLF VHFWRU LV WKH GHJUHH WR ZKLFK WKH RUJDQL]DWLRQªV NH\ 
EXVLQHVV QHHGV DUH XQGHUVWRRG� DQG WKH .0 LQWHUYHQWLRQ GHVLJQHG DURXQG PHHWLQJ WKDW NH\ EXVLQHVV 
QHHG�
� :KHQ WU\LQJ WR VXSSRUW NQRZOHGJH FRPPXQLWLHV� WKH ©FRPPXQLWLHVª QHHG WR DOUHDG\ H[LVW IRU D FRUH DQG 
LPSRUWDQW EXVLQHVV SXUSRVH ¦ .0 ZLOO KDYH YHU\ OLPLWHG VXFFHVV LI UHVWULFWHG WR WU\LQJ WR ©FUHDWHª
FRPPXQLWLHV�
� 7KHUH LV D EDODQFH RI RSLQLRQ DV WR ZKHWKHU ©NQRZOHGJH PDQDJHPHQWª DV D GLVWLQFW WHUP KHOSV RU KLQGHUV 
LWV DGRSWLRQ LQ WKH SXEOLF VHFWRU�

���  7RS �� OHVVRQV OHDUQHG DQG WLSV IRU VXFFHVV

7KURXJKRXW WKH UHVHDUFK IRU WKLV *XLGH� WKH DXWKRUV ZHUH NHHQ WR FROODWH IURP SUDFWLWLRQHUV LQ WKH ILHOG 
OHVVRQV OHDUQHG DQG WLSV IRU VXFFHVV� 7KHVH DUH FRQWDLQHG LQ IXOO LQ WKH FDVH VWXGLHV LQ &KDSWHU �� EXW WKH 
WHQ PRVW FRPPRQ OHVVRQV DQG WLSV DUH�

� 0DNH VXUH WKHUH LV D EXVLQHVV EHQHILW DQG LQGLYLGXDO EHQHILW IRU LQLWLDWLYHV LQWURGXFHG WR HQVXUH EX\�
LQ ERWK IURP VHQLRU PDQDJHPHQW DQG VWDII� 
� )RFXV HDUO\ RQ GHOLYHULQJ EXVLQHVV FDVH EHQHILWV DQG FHOHEUDWH VXFFHVV HDUO\ DQG FRQWLQXRXVO\ ¦
VXFFHVV LV LQIHFWLRXV�
� 2EWDLQ VHQLRU PDQDJHPHQW VXSSRUW DQG FRPPLWPHQW� DQG HQVXUH WKDW VHQLRU PDQDJHUV OHDG E\
H[DPSOH� 
� 7UHDW VWDII DQG WHDPV RU JURXSV DV ©FXVWRPHUVª ¦ GRQªW EH WRR SUHVFULSWLYH RU ULJLG DERXW ZKDW \RX
SURYLGH ¦ WKH FXVWRPHU LV NLQJ�
� (QVXUH \RX KDYH DQ HYDOXDWLYH FDSDFLW\ IRU WKH QHWZRUN� PRUH IRU WKH FHOHEUDWLRQ RI VXFFHVV WKDQ IRU 
DFFRXQWDELOLW\�
� 'R DQ DXGLW RI ZKDW SHRSOH WKLQN WKH\ EULQJ WR WKH WDEOH� 6R WKDW DPRQJVW WKH KXQGUHGV RI SHRSOH 
HQJDJLQJ ZLWK \RXU ZRUN� \RX FDQ EULQJ WRJHWKHU WKH ULJKW JURXSLQJV�
� (PEHG .0 LQ H[LVWLQJ ZRUNLQJ SUDFWLFHV DQG HQVXUH WKH VXSSRUW RI NH\ SURFHVV RZQHUV�
� 'HVLJQ V\VWHPV LQ FORVH FRQVXOWDWLRQ ZLWK XVHUV WR PHHW WKHLU QHHGV� 3LORW SURMHFWV RQ D VPDOO VFDOH� DQG 
UROO VXFFHVVIXO SURMHFWV RXW WR ODUJHU SDUWV RI WKH RUJDQL]DWLRQ� 
� ([SDQG DQG SURPRWH WHDP FXOWXUH DV LW LV RQH RI WKH FRUQHUVWRQHV LQ JHWWLQJ NQRZOHGJH RXW RI D RQH�
PDQ GRPDLQ DQG SXWWLQJ LW WR LQVWLWXWLRQDO XVH� 
� %H FOHDU DERXW WKH QRQ�QHJRWLDEOH FRPSRQHQWV RI \RXU VWUDWHJ\ DQG WKHQ VDQJXLQH DERXW WKH IDFW WKDW
WKH RWKHUV WDNH WLPH� +DYH SDWLHQFH � UHVXOWV FDQ WDNH WLPH�

7KH &RPPXQLW\ VDLG

§7KHUHªV D GLIIHUHQFH LQ WKH WUDMHFWRU\ RI HQHUJ\ LQ NQRZOHGJH PDQDJHPHQW EHWZHHQ SXEOLF DQG SULYDWH 
VHFWRUV� 7KH SXEOLF VHFWRU LV EHVW VHW XS WR FRPPXQLFDWH WR WKLUG SDUWLHV �L�H� FLWL]HQV� ZKHUHDV WKH 
SULYDWH VHFWRU LV VHW XS WR EH VHFUHWLYH WR PDLQWDLQ FRPSHWLWLYH DGYDQWDJH� 6R ZKDWªV KDSSHQHG LQ WKH 
SULYDWH VHFWRU RYHU WKH SDVW GHFDGH LV WKDW RUJDQLVDWLRQV KDYH OHDUQHG KRZ WR FRPPXQLFDWH EHWWHU 
ZLWKLQ� VR WKH\ GRQªW KDYH � WHDPV FRPSHWLQJ IRU WKH VDPH SURMHFW� 7KH\ DUH QRZ ORRNLQJ DW KRZ WR
FRPPXQLFDWH ZLWK RWKHU RUJDQLVDWLRQV LQ FRPPHUFLDO VHWWLQJV� :KHUHDV RQ WKH RWKHU VLGH RI WKH FRLQ� 
LQ WKH SXEOLF VHFWRU� LWªV DFWXDOO\ QRW YHU\ JRRG DW FRPPXQLFDWLQJ LQWHUQDOO\� LWªV EHWWHU DW
FRPPXQLFDWLQJ H[WHUQDOO\� VR WKH HPSKDVLV LV QRZ DERXW EHWWHU OHDUQLQJ DERXW ZKDW WKH\ GR DV 
GHSDUWPHQWV RU RUJDQLVDWLRQV LQWHUQDOO\�¨

§:H ZHUH DVNHG WR GHYHORS D &RPPXQLW\ RI 3UDFWLFH VROXWLRQ IRU ©H�FRPPXQLFDWRUVª DV D IDYRXU WR D 
PHPEHU RI VHQLRU PDQDJHPHQW� ZKR VLPSO\ ZLVKHG WR DQQRXQFH VRPHWKLQJ DW D FRQIHUHQFH� %XW WKH 
FRPPXQLW\ GLGQªW H[LVW DQG WKH VROXWLRQ GLHG WKH GHDWK� EHFDXVH WKHUH ZDVQªW D FRPPXQLW\ RI
H�FRPPXQLFDWRUV WKDW H[LVWHG LQ UHDO OLIH� %XW RXW RI WKDW WHFKQLFDO VROXWLRQ FDPH WKH GHYHORSPHQW RI D 
&RPPXQLW\ RI 3UDFWLFH IRU WKH *RYHUQPHQW ODZ\HUV� DQG WKDWªV EHHQ D JUHDW VXFFHVV� 7KH ODZ\HUV JRW 
EX\�LQ EHFDXVH WKHUH ZDV D UHDO EXVLQHVV QHHG� ZLWK WKHP GLVSHUVHG DFURVV �� RU �� VLWHV� %XW VHQLRU 
PDQDJHPHQW DOVR JRW EX\�LQ E\ VLPSO\ PDQGDWLQJ WKH DEROLWLRQ RI SDSHU IRU WUDQVPLWWLQJ LQIRUPDWLRQ
DQG NQRZOHGJH� VR SHRSOH KDG WR JR WR WKH VROXWLRQ EHFDXVH WKDW ZDV ZKHUH WKH\ JRW WKHLU NQRZOHGJH�¨
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���� 6XPPDU\

7KLV &KDSWHU KDV HVWDEOLVKHG WKH QHHG IRU D VSHFLILF VWXG\ RI .QRZOHGJH 0DQDJHPHQW DV SUDFWLVHG LQ WKH 
SXEOLF VHFWRU�

,W VKRZV WKDW WKHUH DUH D UDQJH RI LQQRYDWLYH DFWLYLWLHV DQG SURMHFWV FXUUHQWO\ WDNLQJ SODFH LQ WKH SXEOLF
VHFWRU ZKLFK KDYH DGRSWHG .0 DSSURDFKHV DQG GLVFLSOLQHV� DQG KDYH WKHUHE\ DFKLHYHG WDQJLEOH UHVXOWV�

,W KDV LGHQWLILHG VRPH GDQJHUV RI QRW DGRSWLQJ D .0 DSSURDFK WR SXEOLF VHFWRU FKDOOHQJHV� 

,W KDV KLJKOLJKWHG WKH GLIILFXOW\ H[SHULHQFHG E\ VRPH SXEOLF VHFWRU .0 SUDFWLWLRQHUV LQ H[SODLQLQJ WKH 
EHQHILWV RI .0 WR VHQLRU PDQDJHPHQW� EXW KDV FRQILUPHG WKHLU VWURQJ YLHZ RI .0ªV UHOHYDQFH WR WKH SXEOLF 
VHFWRU�

,W KDV FRQILUPHG WKDW .0 LV VWLOO VRPH ZD\ VKRUW RI EHLQJ D IXOO\ GHYHORSHG FRPSRQHQW RI PDQDJHPHQW
SUDFWLFH LQ WKH SXEOLF VHFWRU� DQG HYHQ WKH HDUO\ DGRSWHUV LQ WKH SULYDWH VHFWRU KDYH H[SHULHQFHG SUREOHPV
LQ LPSOHPHQWDWLRQ� 0DQ\ RI WKHVH SUREOHPV DULVH IURP D WHQGHQF\ WR HTXDWH NQRZOHGJH ZLWK LQIRUPDWLRQ�
DQG D FRQVHTXHQW IDOOLQJ EDFN RQ ,7 V\VWHPV DV VROXWLRQV UDWKHU WKDQ HQDEOHUV RI .0� 

,W KDV KLJKOLJKWHG KRZ H[SHULHQFH WR GDWH GHPRQVWUDWHV WKH LPSRUWDQFH RI NQRZOHGJH DV D FDSDELOLW\
GHYHORSHG E\ JURXSV DQG LQGLYLGXDOV� DQG QRW DV VRPHWKLQJ ZKLFK FDQ EH HDVLO\ FDSWXUHG� VWRUHG RU
WUDQVPLWWHG� .0 LV WKHUHIRUH PRUH DERXW SHRSOH DQG SURFHVVHV WKDQ V\VWHPV� WKRXJK LWV LPSOHPHQWDWLRQ 
KDV RIWHQ UHYHUVHG WKLV RUGHU�

,W KDV RXWOLQHG VRPH RI WKH PDLQ YLHZV RI WKH FXUUHQW .0 SUDFWLWLRQHU FRPPXQLW\ DQG RIIHUHG �� FRPPRQ 
OHVVRQV OHDUQHG DQG WLSV IRU VXFFHVV�

� :K\ VKRXOG WKH SXEOLF VHFWRU FDUH DERXW .0"

��� 7KH GLVWLQFWLYHQHVV RI WKH SXEOLF VHFWRU

,W LV HDV\ WR RYHUVWDWH WKH GLIIHUHQFHV EHWZHHQ WKH SULYDWH DQG SXEOLF VHFWRUV� ,Q PDQ\ UHVSHFWV 
RUJDQL]DWLRQV LQ ERWK VHFWRUV FRQIURQW VLPLODU FKDOOHQJHV� ,VVXHV RI VL]H� FRPSOH[LW\� JRYHUQDQFH DQG 
PXOWLSOH VWDNHKROGHUV EHVHW PDQ\ RUJDQL]DWLRQV� EH WKH\ SULYDWH RU SXEOLF� ,Q WKLV VHQVH� DV ZLWK SULYDWH 
VHFWRU ILUPV� WKH SROLF\ FKDOOHQJH RI LPSOHPHQWLQJ PRGHUQ PHWKRGV DQG SURFHGXUHV IRU NQRZOHGJH FDSWXUH�
WUDQVIHU� PDQDJHPHQW� GLIIXVLRQ DQG UHWHQWLRQ LQ D SXEOLF�VHFWRU HQYLURQPHQW LV YHU\ VLPSOH ¦ JRRG 
NQRZOHGJH LV FHQWUDO WR KRZ D JRRG SXEOLF VHFWRU RUJDQL]DWLRQ� DV PXFK DV D JRRG EXVLQHVV� RSHUDWHV�

'HVSLWH LWV RULJLQV PDLQO\ LQ KLJKO\ FRPSHWLWLYH DUHDV RI WKH SULYDWH VHFWRU� PRUH DQG PRUH LW LV EHFRPLQJ
DSSDUHQW WKDW ©NQRZOHGJH PDQDJHPHQWª LV D KLJKO\ VLJQLILFDQW GHYHORSPHQW IRU WKH SXEOLF VHFWRU� 

3XEOLF VHFWRU RUJDQL]DWLRQV DUH FOHDUO\ D PDMRU SDUW RI PRGHUQ NQRZOHGJH HFRQRPLHV� 7KH\ DUH DOVR KLJKO\
GLYHUVH LQ WKHLU JRYHUQDQFH VWUXFWXUHV� IXQFWLRQV� SHUVRQQHO DQG RXWSXWV� :H DLP WR UHVSHFW WKLV GLYHUVLW\ 
LQ WKH UHSRUW E\ DFNQRZOHGJLQJ WKH GLIIHUHQW H[SHULHQFHV RI D ZLGH UDQJH RI RUJDQL]DWLRQV� $W WKH VDPH WLPH� 
LW LV LPSRUWDQW WR UHFRJQL]H WKDW RUJDQL]DWLRQV LQ WKH SXEOLF VHFWRU GR H[SHULHQFH D VHW RI FKDOOHQJHV LQ
LPSOHPHQWLQJ .0 WKDW DUH QRW H[SHULHQFHG E\ ODUJH VZDWKHV RI SULYDWH VHFWRU EXVLQHVV�

/LWHUDWXUH ,QVLJKW

§0XFK RI WKH OLWHUDWXUH RQ NQRZOHGJH PDQDJHPHQW VWUHVVHV WKH VLJQLILFDQFH RI WKH NQRZOHGJH DVVHW 
DQG WKH NQRZOHGJH ZRUNHU DV D YLWDO LQJUHGLHQW LQ GLIIHUHQWLDWLQJ FRPSHWLQJ ILUPV DQG SURYLGLQJ WKH 
SRWHQWLDO IRU D VXVWDLQDEOH FRPSHWLWLYH DGYDQWDJH LQ VWUDWHJLF GHYHORSPHQW� 9LHZHG LQ WKLV ZD\� WKHUH 
PLJKW VHHP WR EH QR JURXQG IRU WKH H[SHFWDWLRQ WKDW NQRZOHGJH PDQDJHPHQW ZRXOG EH VLJQLILFDQW IRU 
WKH SXEOLF VHFWRU� <HW D OLWWOH UHIOHFWLRQ ZRXOG VXJJHVW WKDW ERWK FHQWUDO DQG ORFDO JRYHUQPHQW� DQG
PDQ\ SXEOLF DJHQFLHV DQG RWKHU RUJDQLVDWLRQV� DUH UHSRVLWRULHV IRU KHDY\ FRQFHQWUDWLRQV RI NQRZOHGJH 
ZRUNHUV� 4XLWH DSDUW IURP WKH &LYLO 6HUYLFH� WKH VXEVWUXFWXUHV RI DUHDV VXFK DV HGXFDWLRQ DQG KHDOWK LV
FOHDUO\ NQRZOHGJH�LQWHQVLYH� ZKHWKHU GHILQHG LQ WHUPV RI HPSOR\PHQW RU IXQFWLRQDO DFWLYLW\�¨ >�@
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)RU H[DPSOH�

� 7KH SXEOLF VHFWRU FDQQRW SLFN DQG FKRRVH LWV ©FXVWRPHUVª� ©PDUNHWVª RU DUHDV RI DFWLYLW\ ¦ LW SURYLGHV 
VHUYLFHV WR HYHU\ FLWL]HQ E\ ULJKW DQG REOLJDWLRQ� QRW VROHO\ E\ FKRLFH RU FRPPHUFLDO VWUDWHJ\�
� 7KH SXEOLF VHFWRU QHHGV WR FR�RSHUDWH LQWHUQDOO\ DQG ZLWK D UDQJH RI H[WHUQDO EXW UHODWHG RUJDQL]DWLRQV 
WR PHHW FRPSOH[ SROLF\ JRDOV ¦ LW FDQQRW SLFN DQG FKRRVH LWV SDUWQHUV�
� 7KH PDMRULW\ RI WKH H[SOLFLW NQRZOHGJH KHOG ZLWKLQ SXEOLF VHFWRU RUJDQL]DWLRQV VKRXOG EH FDSDEOH RI 
EHLQJ DFFHVVHG E\ RUJDQL]DWLRQV DQG FLWL]HQV WKURXJK )UHHGRP RI ,QIRUPDWLRQ ¦ IXOO\ UHWURVSHFWLYHO\ 
IURP -DQXDU\ ���� IRU DOO LQIRUPDWLRQ KHOG E\ SXEOLF RUJDQL]DWLRQV� QRW MXVW WKDW FUHDWHG DIWHU -DQ �����
� 7KH HYLGHQFH EDVH IRU D SDUWLFXODU SROLF\ RU SURJUDPPH LV FRQVWDQWO\ XQGHU WKH PRVW LQWHQVH VFUXWLQ\ 
DQG FKDOOHQJH E\ SROLWLFLDQV� SDUOLDPHQWV� VWDNHKROGHUV� FLWL]HQV DQG WKH PHGLD WR D GHJUHH DQG GHSWK
WKDW LV QRW DOZD\V SUHVHQW LQ WKH SULYDWH VHFWRU�
� 7KH GHYHORSPHQW DQG LPSOHPHQWDWLRQ RI SROLF\ LV D KLJKO\ SXEOLF PDWWHU ¦ RIWHQ LQYROYLQJ \HDUV RI
GHEDWH� FRQVXOWDWLRQ� SROLF\ DQDO\VLV� SROLF\ GHYHORSPHQW� GHVLJQ DQG HQDFWPHQW RI OHJLVODWLRQ� DQG
SURJUDPPH GHOLYHU\ DQG LPSOHPHQWDWLRQ ¦ WKH PDMRULW\ RI ZKLFK LV FRQGXFWHG LQ WKH JODUH RI WKH SXEOLF 
H\H�
� 7KH FXUUHQW GULYH IRU HIILFLHQF\ DQG ©FLWL]HQ FHQWUHGª VHUYLFHV LV SXWWLQJ DQ LPPHQVH VWUDLQ RQ DOUHDG\ 
VWUHWFKHG SXEOLF VHFWRU UHVRXUFHV�

���  7KH VL]H� UDQJH� FRPSOH[LW\ DQG FHQWUDOLW\ RI WKH NQRZOHGJH FKDOOHQJH

.QRZOHGJH OLHV DW WKH YHU\ KHDUW RI ZKDW *RYHUQPHQW GRHV� DUJXDEO\ LQ D ZD\ WKDW LV FHQWUDOO\ PRUH VR WKDQ 
PDQ\ SULYDWH VHFWRU FRPSDQLHV� 1RW RQO\ LV WKH UHODWLYH LPSRUWDQFH RI LQIRUPDWLRQ DQG NQRZOHGJH JUHDWHU 
LQ WKH SXEOLF VHFWRU� WKH VKHHU VL]H DQG FRPSOH[LW\ RI WKH SXEOLF VHFWRU GZDUIV PRVW SULYDWH VHFWRU 
FRPSDQLHV�

6R WKH VLJQLILFDQFH RI WKH FKDOOHQJH LQ WKH SXEOLF VHFWRU LV IRXU�IROG � 

� VL]H� 
� UDQJH�
� FRPSOH[LW\�
� FHQWUDOLW\ WR WKH VHFWRUªV DFWLYLW\� 

7R JLYH MXVW D IHZ LQGLFDWRUV RI WKH VL]H� UDQJH DQG FRPSOH[LW\ RI WKH FKDOOHQJH� FRQVLGHU MXVW WKH IROORZLQJ
IDFWV�

� /DWHVW ILJXUHV SXEOLVKHG E\ WKH &DELQHW 2IILFH VKRZ WKDW� DV RI � $SULO ����� WKHUH ZHUH ��� ��� �)XOO 
7LPH (TXLYDOHQWV� SHUPDQHQW &LYLO 6HUYDQWV�
� 7KLV GRHV QRW LQFOXGH WKH RYHU � PLOOLRQ SHRSOH ZKR ZRUN IRU WKH 1DWLRQDO +HDOWK 6HUYLFH� ZKLFK LI LW
ZDV D SULYDWH FRPSDQ\ ZRXOG EH WKH ELJJHVW FRPSDQ\ LQ (XURSH�
� 7KLV GRHV QRW LQFOXGH WKH KXQGUHGV RI WKRXVDQGV RI SXEOLF VHUYDQWV ZKR ZRUN GD\�LQ� GD\�RXW LQ RXU 
VFKRROV DQG XQLYHUVLWLHV� ORFDO JRYHUQPHQW� WKH SROLFH IRUFH DQG HPHUJHQF\ VHUYLFHV�
� $ UHFHQW FRS\ RI WKH §/LVW RI 0LQLVWHULDO 5HVSRQVLELOLWLHV¨ UDQ WR ��� SDJHV� FRYHULQJ WKH ZRUN RI ��� 
*RYHUQPHQW 0LQLVWHUV� *RYHUQPHQW :KLSV DQG 6SRNHVSHUVRQV LQ WKH +RXVH RI /RUGV� �� 0LQLVWHULDO 
'HSDUWPHQWV� �� ([HFXWLYH $JHQFLHV� � *RYHUQPHQW 2IILFHV IRU WKH 5HJLRQV DQG �� 1RQ�PLQLVWHULDO
'HSDUWPHQWV�
� (YHU\ PRQWK� RYHU ��� JLJDE\WHV RI H�PDLO LV KDQGOHG E\ WKH *RYHUQPHQW 6HFXUH ,QWUDQHW� ZLWK RYHU
�� PLOOLRQ PHVVDJHV KDQGOHG RYHUDOO� � PLOOLRQ RI WKHVH PHVVDJHV DUH KDQGOHG IURP WKH ,QWHUQHW� �RQO\ 
� \HDUV DJR� LW ZDV YLUWXDOO\ LPSRVVLEOH WR VHQG DQ LQWHUQDO H�PDLO ZLWKLQ *RYHUQPHQW��
� 2Q DYHUDJH� 7KH 6WDWLRQHU\ 2IILFH SXEOLVKHV �� ��� QHZ WLWOHV SHU \HDU IRU +HU 0DMHVW\ªV *RYHUQPHQW� 
7KHUH DUH �� ��� WLWOHV FXUUHQWO\ DYDLODEOH IURP 762 VWRFN� ZLWK D IXUWKHU �� ��� WLWOHV DYDLODEOH RQ 
GHPDQG ¦ WKH HTXLYDOHQW RI ��� PLOOLRQ SDJHV�

/RRNLQJ DW WKH FHQWUDOLW\ RI NQRZOHGJH WR WKH SXEOLF VHFWRU� ZH FDQ FRQVLGHU � FODVVLF DVSHFWV RI .QRZOHGJH 
0DQDJHPHQW WKHRU\

� 7KH UHODWLRQVKLS EHWZHHQ GDWD� LQIRUPDWLRQ DQG NQRZOHGJH�
� 7KH LQWHU�SOD\ EHWZHHQ H[SOLFLW DQG WDFLW NQRZOHGJH�
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7KH W\SHV RI GDWD WKDW *RYHUQPHQW NQRZOHGJH ZRUNHUV UHTXLUH DQG SURGXFH FDQ EH ZLGHVSUHDG DQG 
QXPHURXV� 7R JLYH MXVW D IHZ H[DPSOHV�

� 2IILFLDO 6WDWLVWLFDO VHWV DQG SXEOLFDWLRQV SURGXFHG E\ WKH 2IILFH IRU 1DWLRQDO 6WDWLVWLFV�
� 6FLHQWLILF GDWD XQGHUSLQQLQJ PDMRU SROLF\ SRVLWLRQV�
� (FRQRPLF GDWD DVVHVVLQJ DQG DQDO\VLQJ WKH VWDWH RI WKH HFRQRP\�
� 'HSDUWPHQWDO VWDWLVWLFDO V\VWHPV� GDWDEDVHV DQG NQRZOHGJH UHSRVLWRULHV�
� )LQDQFLDO� KXPDQ UHVRXUFHV DQG SHUIRUPDQFH PDQDJHPHQW LQIRUPDWLRQ�
� 3URMHFW DQG GHOLYHU\ UHSRUWLQJ GDWD�
� ORFDO DQG UHJLRQDO GDWD RQ WKH LPSOHPHQWDWLRQ DQG HIIHFWV RI QDWLRQDO SROLFLHV�
� H[WHUQDO LQIRUPDWLRQ IURP FRPPHUFLDO� DFDGHPLF DQG LQWHUQDWLRQDO VRXUFHV�

7KDW GDWD EHJLQV WR EHFRPH LQIRUPDWLRQ DV LW LV FRQWH[WXDOL]HG DQG XQGHUVWRRG E\ SROLF\ PDNHUV DQG SROLF\ 
LPSOHPHQWHUV LQ WKHLU GD\ WR GD\ DFWLYLWLHV� -XVW D IHZ H[DPSOHV LQFOXGH�

� ZLWKLQ FHQWUDO JRYHUQPHQW� SROLF\ RSWLRQ SDSHUV SURGXFHG IRU GLVFXVVLRQ DQG GHEDWH RI YDULRXV SROLF\
RSWLRQV ZLWKLQ SROLF\ XQLWV� DFURVV GHSDUWPHQWV DQG DW 0LQLVWHULDO DQG RWKHU &RPPLWWHH PHHWLQJV�
� ZLWKLQ ORFDO JRYHUQPHQW� KHDOWK RU HGXFDWLRQ� SHUIRUPDQFH PDQDJHPHQW LQIRUPDWLRQ DQG DQDO\VLV ERWK 
DV SDUW RI SROLF\ GHOLYHU\ DQG DV SDUW RI H[WHUQDO DVVHVVPHQW�
� FUHDWLRQ DQG UHVSRQVHV WR SROLF\ SXEOLFDWLRQV DQG SURSRVDOV� VXFK DV *RYHUQPHQW *UHHQ 3DSHUV� :KLWH 
3DSHUV DQG 3ROLF\ DQG 'HOLYHU\ )UDPHZRUNV� 
� VSHHFKHV� VWDWHPHQWV� SUHVHQWDWLRQV� SUHVV UHOHDVH DQG DUWLFOHV WKDW KDYH EHHQ SURGXFHG WR SXEOLFO\
H[SODLQ D SDUWLFXODU SROLF\ RU SUDFWLFH�
� 5HJXODWRU\ ,PSDFW 6WDWHPHQWV DQG ([SODQDWRU\ 1RWHV WR %LOOV DQG $FWV RI 3DUOLDPHQW H[SODLQLQJ WKH 
LQWHQWLRQ DQG�RU LPSDFW RI LWHPV RI SULPDU\ DQG VHFRQGDU\ OHJLVODWLRQ�
� H�PDLO GLVFXVVLRQV� SRVWLQJV� GRZQORDGV HWF DYDLODEOH RQ GHSDUWPHQWDO ,QWUDQHWV DQG�RU ZHE VLWHV�

7KH GDWD DQG LQIRUPDWLRQ EHFRPHV WUDQVIRUPHG LQWR NQRZOHGJH WKURXJK WKH DSSOLFDWLRQ RI SROLF\ DQG
DGPLQLVWUDWLYH H[SHUWLVH DQG H[SHULHQFH� ,Q RWKHU ZRUGV� ZKDW D .QRZOHGJH 0DQDJHU ZRXOG UHFRJQL]H DV 
WKH LQWHUSOD\ RI H[SOLFLW DQG WDFLW NQRZOHGJH� ,Q WKH /LWHUDWXUH ,QVLJKW �VHH WKH IROORZLQJ�� ZH VHH ZKDW 
/DUU\ 3UXVDN DQG 7RP 'DYHQSRUW KDYH WR VD\ DERXW WKH GLIIHUHQFH EHWZHHQ GDWD� LQIRUPDWLRQ DQG 
NQRZOHGJH�

7KLV EULQJV XV WR WKH KHDUW RI RXU DUJXPHQW DV WR ZK\ WKH SXEOLF VHFWRU VKRXOG FDUH DERXW .0� 7KH 
GHVFULSWLRQ E\ 'DYHQSRUW DQG 3UXVDN RI KRZ NQRZOHGJH LV SURGXFHG ZLWKLQ RUJDQL]DWLRQV FRXOG EH� IRU 
PDQ\ FLYLO VHUYDQWV� D GHVFULSWLRQ RI PDQ\ RI WKHLU FRUH DFWLYLW\� DSWLWXGHV DQG WDOHQWV� 7KLV DOVR H[SODLQV 
ZK\ JRRG NQRZOHGJH LV FHQWUDO WR KRZ JRRG *RYHUQPHQW DQG D JRRG SXEOLF VHFWRU RSHUDWHV ¦ PDQ\ RI WKH 
FRXQWU\ªV NH\ ©NQRZOHGJH ZRUNHUVª DUH WR EH IRXQG LQ WKH SXEOLF VHFWRU� DOWKRXJK WKH\ PD\ QRW VHH 
WKHPVHOYHV DV VXFK� 

/LWHUDWXUH ,QVLJKW

§0RVW SHRSOH KDYH DQ LQWXLWLYH VHQVH WKDW NQRZOHGJH LV EURDGHU� GHHSHU DQG ULFKHU WKDQ GDWD RU 
LQIRUPDWLRQ� 3HRSOH VSHDN RI D ©NQRZOHGJHDEOHª LQGLYLGXDO� DQG PHDQ VRPHRQH ZLWK D WKRURXJK� 
LQIRUPHG DQG UHOLDEOH JUDVS RI D VXEMHFW� VRPHRQH ERWK HGXFDWHG DQG LQWHOOLJHQW� 7KH\ DUH XQOLNHO\ WR 
WDON DERXW D ©NQRZOHGJHDEOHª RU HYHQ D ©NQRZOHGJH�IXOOª PHPR� KDQGERRN� RU GDWDEDVH� HYHQ WKRXJK 
WKHVH PLJKW EH SURGXFHG E\ NQRZOHGJHDEOH LQGLYLGXDOV RU JURXSV�

:KDW ZH RIIHU LV D SUDJPDWLF GHVFULSWLRQ WKDW KHOSV XV FRPPXQLFDWH ZKDW ZH PHDQ ZKHQ ZH WDON 
DERXW NQRZOHGJH LQ RUJDQLVDWLRQV� 2XU GHILQLWLRQ H[SUHVVHV WKH FKDUDFWHULVWLFV WKDW PDNH NQRZOHGJH 
YDOXDEOH DQG WKH FKDUDFWHULVWLFV ¦ RIWHQ WKH VDPH RQHV ¦ WKDW PDNH LW GLIILFXOW WR PDQDJH ZHOO ����

.QRZOHGJH LV D IOXLG PL[ RI IUDPHG H[SHULHQFH� YDOXHV� FRQWH[WXDO LQIRUPDWLRQ DQG H[SHUW LQVLJKW WKDW 
SURYLGHV D IUDPHZRUN IRU HYDOXDWLQJ DQG LQFRUSRUDWLQJ QHZ H[SHULHQFHV DQG LQIRUPDWLRQ� ,W RULJLQDWHV 
DQG LV DSSOLHG LQ WKH PLQGV RI NQRZHUV� ,Q RUJDQLVDWLRQV� LW RIWHQ EHFRPHV HPEHGGHG QRW RQO\ LQ
GRFXPHQWV RU UHSRVLWRULHV� EXW DOVR LQ RUJDQLVDWLRQV URXWLQHV� SURFHVVHV� SUDFWLFHV DQG QRUPV� 
.QRZOHGJH GHULYHV IURP LQIRUPDWLRQ DV LQIRUPDWLRQ GHULYHV IURP GDWD� ,I LQIRUPDWLRQ LV WR EHFRPH 
NQRZOHGJH� KXPDQV PXVW GR YLUWXDOO\ DOO WKH ZRUN�¨ �'DYHQSRUW DQG 3UXVDN� >�@
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���  :K\ VKRXOG SXEOLF VHUYDQWV DQG SROLF\�PDNHUV FDUH DERXW .0"

�����  *HQHUDO

3XEOLF VHUYDQWV DQG SROLF\�PDNHUV GR QRW QHHG .0 ¦ WKH\ QHHG WR VROYH XUJHQW� FRPSOH[ SUREOHPV DQG 
FRQWULEXWH WRZDUGV PHHWLQJ WKH *RYHUQPHQWªV DQG ZLGHU SXEOLF VHFWRUªV NH\ VWUDWHJLF JRDOV� ERWK LQ WHUPV 
RI SROLF\ DQG LQ WHUPV RI GHOLYHU\� 

7KH DXWKRUV IRXQG WKURXJK RXU RQOLQH VXUYH\ DQG LQWHUYLHZV WKDW � RI WKH NH\ FKDOOHQJHV IRU SXEOLF VHFWRU 
.0 DUH�

D� GHPRQVWUDWLQJ WKH EHQHILWV RI .0� DQG 

E� VHFXULQJ VHQLRU PDQDJHPHQW VXSSRUW�

8QOHVV .QRZOHGJH 0DQDJHPHQW FDQ EH VHHQ WR EH FRQWULEXWLQJ WR WKRVH NH\ VWUDWHJLF JRDOV� LW LV XQOLNHO\ WR 
UHFHLYH VHQLRU PDQDJHPHQW VXSSRUW�

7KLV LV QRW D FKDOOHQJH UHVWULFWHG WR WKH SXEOLF VHFWRU� 6LJQLILFDQWO\� PDQ\ RI WKH PRVW VXFFHVVIXO .0
LQLWLDWLYHV LQ WKH SULYDWH VHFWRU �DW %XFNPDQ /DEV DQG 6KHOO� WR QDPH EXW WZR� EHJDQ QRW IURP D ZLVK WR 
PDQDJH NQRZOHGJH ¦ PDQ\ ZHUH QRW HYHQ ODEHOOHG ©.QRZOHGJH 0DQDJHPHQWª LQLWLDOO\ ¦ EXW IURP D
FRPSHOOLQJ QHHG WR VROYH D SDUWLFXODU EXVLQHVV SUREOHP� :KLOH WKHUH LV D JURZLQJ UHFRJQLWLRQ LQ WKH SULYDWH 
VHFWRU RI NQRZOHGJH DV D UHVRXUFH� DQG QRW D FRVW� LW LV LQFUHDVLQJO\ EHLQJ VHHQ RQO\ DV D UHVRXUFH ZKHQ LW LV 
DSSOLHG WR DGGUHVVLQJ VSHFLILF RUJDQL]DWLRQDO WDVNV� *DWKHULQJ NQRZOHGJH IRU LWV RZQ VDNH LV QRW D SDUW RI
HIIHFWLYH .0� 5DWKHU� .0 OLNH RWKHU VXSSRUWLQJ IXQFWLRQV� VXFK DV +5� ZRUNV EHVW ZKHQ LW LV DOLJQHG
GLUHFWO\ ZLWK RUJDQL]DWLRQDO REMHFWLYHV ¦ VRPHWKLQJ WKDW PD\ EH IRUJRWWHQ LI LW LV WUHDWHG DV D SURIHVVLRQDO 
VSHFLDOLVP ZLWK LWV RZQ WRROV DQG ODQJXDJH� 

7KHUH DUH VLJQV WKDW VHQLRU PDQDJHPHQW FRPPLWPHQW LV EHLQJ VHFXUHG E\ DOLJQLQJ D QXPEHU RI SXEOLF 
VHFWRU .0 LQLWLDWLYHV ZLWK NH\ SROLF\ DQG GHOLYHU\ JRDOV� 

7KH IROORZLQJ VKRZV WKDW YDULRXV FKDOOHQJHV DUH EHLQJ WDFNOHG E\ SXEOLF VHFWRU RUJDQL]DWLRQV�

7KHVH H[DPSOHV DUH H[DPLQHG LQ GHWDLO LQ ����� WR ������ 

�����  5LVLQJ WR WKH FKDOOHQJH RI WKH *HUVKRQ DQG /\RQV $JHQGD

,Q WKH 'HSDUWPHQW RI +HDOWK� VHQLRU PDQDJHPHQW VXSSRUW IRU D .0�EDVHG DSSURDFK ZDV VHFXUHG E\
GHPRQVWUDWLQJ KRZ LW FRQWULEXWHG WR WKH VXFFHVVIXO GHOLYHU\ RI WKH 'HSDUWPHQWªV DLPV DW D WLPH RI PDVVLYH 
GRZQVL]LQJ� DV SDUW RI WKH *HUVKRQ DQG /\RQV UHYLHZV�

3ROLF\ DQG 'HOLYHU\ FKDOOHQJH ([DPSOH

5LVLQJ WR WKH *HUVKRQ DQG /\RQV FKDOOHQJH 'HSDUWPHQW RI +HDOWK
(YLGHQFH�EDVHG SROLF\ PDNLQJ DQG UHDO�WLPH OHDUQLQJ 1DWLRQDO &ROOHJH IRU 6FKRRO /HDGHUVKLS

2YHUFRPLQJ JHRJUDSKLFDO DQG RUJDQL]DWLRQDO ERXQGDULHV WR 
LQYROYH SDUWQHUV DQG VWDNHKROGHUV

&RXQWU\VLGH $JHQF\ ©/HDUQLQJ 1HWZRUNVª

&KDQJLQJ FXOWXUH IURP ©NQRZOHGJH KRDUGLQJª WR ©NQRZOHGJH 
VKDULQJª

(XURSHDQ %DQN RI 5HFRQVWUXFWLRQ DQG
'HYHORSPHQW

6HFXULQJ XVHU DQG VWDNHKROGHU LQYROYHPHQW LQ VHUYLFH 
GHOLYHU\

7KH 1HZ 'HDO IRU &RPPXQLWLHV 3URJUDPPH

0RGHUQL]LQJ WKH FRUH 0DFKLQHU\ RI *RYHUQPHQW H�*RYHUQPHQW 8QLW .QRZOHGJH 1HWZRUN
8VLQJ ('50 WR PHHW WKH )UHHGRP RI ,QIRUPDWLRQ 
FKDOOHQJH

'7,

$FKLHYLQJ FRQVLVWHQF\ LQ KDQGOLQJ FDVHV )LQDQFLDO 2PEXGVPDQ 6HUYLFH
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�����  (YLGHQFH EDVHG SROLF\�PDNLQJ DQG WKH SUDFWLWLRQHU SHUVSHFWLYH

)URP D SROLF\�PDNHUVª SRLQW RI YLHZ� RQH RI WKH SHUHQQLDO DQG LQFUHDVLQJ FKDOOHQJHV IDFLQJ WKH SXEOLF VHFWRU 
LV WKH QHHG WR SURGXFH ©HYLGHQFH�EDVHG SROLF\ PDNLQJª DQG WR EULQJ JURXQG�OHYHO UHDOLW\ DV H[SHULHQFHG 
DPRQJVW SUDFWLWLRQHUV RQ WKH JURXQG LQWR WKH QDWLRQDO SROLF\�PDNLQJ SHUVSHFWLYH�

7KLV KDV EHHQ RQH RI WKH NH\ DLPV RI WKH 1DWLRQDO &ROOHJH IRU 6FKRRO /HDGHUVKLSªV 1HWZRUNHG /HDUQLQJ 
&RPPXQLWLHV LQLWLDWLYHV� ,QWHUYLHZHG DV SDUW RI UHVHDUFK IRU WKLV *XLGH� WKH +HDG RI WKH 1&6/ SURJUDPPH� 
'DYLG -DFNVRQ H[SODLQHG WKH EHQHILWV WKDW D NQRZOHGJH DQG OHDUQLQJ�EDVHG DSSURDFK FDQ EULQJ�

&DVH 6WXG\ ,QVLJKW

7KH 'HSDUWPHQW RI +HDOWK LV LQ WKH PLGGOH RI DQ �� PRQWK SURJUDPPH WR UDGLFDOO\ FKDQJH WKH ZD\ LW 
ZRUNV� VR WKDW LW FDQ SURYLGH PRUH HIIHFWLYH OHDGHUVKLS WR WKH 1+6 DQG VRFLDO FDUH� DQG D EHWWHU VHUYLFH 
WR 0LQLVWHUV DQG WKH SXEOLF�

7KH &KDQJH 3URJUDPPH ¦ WKH ILUVW DQG ODUJHVW RI LWV W\SH LQ :KLWHKDOO ¦ LV LQWHQGHG WR KHOS WKH 
'HSDUWPHQW VWD\ DW WKH IRUHIURQW RI D QHZ ZDYH RI UHIRUP ULJKW DFURVV *RYHUQPHQW� ,Q SDUWLFXODU LW 
ZLOO IXOILO WKH 3ULPH 0LQLVWHUªV FRPPLWPHQW WR LPSURYLQJ SXEOLF VHUYLFHV�

6RPH RI WKH PDLQ FKDQJHV WR LPSURYH WKH ZD\V RI ZRUNLQJ LQFOXGH�

� LQWURGXFLQJ QHZ IOH[LEOH WHDPV WR KHOS UHVSRQG EHWWHU WR FKDQJLQJ SULRULWLHV 
� FHQWUDOL]LQJ KDQGOLQJ HQTXLULHV DQG FRUUHVSRQGHQFH IURP WKH SXEOLF DQG 3DUOLDPHQW
� IRUPLQJ D QHZ 6WUDWHJ\ WHDP WR HQVXUH EHWWHU ORQJ�WHUP SODQQLQJ
� LQWURGXFLQJ D QHZ SURFHVV WR HQVXUH HYHU\ SROLF\ LGHD LV SURSHUO\ FRQVLGHUHG DW WKH RXWVHW DQG 
WKRVH DJUHHG IRU DFWLRQ DUH WKHQ ZHOO UHVRXUFHG
� HVWDEOLVKLQJ D QHZ &XVWRPHU ,QWHOOLJHQFH 7HDP WR EHWWHU XQGHUVWDQG WKH QHHGV RI SDWLHQWV� XVHUV
DQG WKH SXEOLF� DQG
� DSSRLQWLQJ D QHZ 1DWLRQDO 'LUHFWRU IRU 6RFLDO &DUH DQG� LQ WLPH� QRQ�H[HFXWLYHV RQ RXU %RDUG IURP
ORFDO JRYHUQPHQW DQG WKH SULYDWH VHFWRU� 

7KH UDGLFDO &KDQJH 3URJUDPPH ZLOO UHGXFH WKH VL]H RI WKH FRUH 'HSDUWPHQW E\ � ��� ¦ IURP RYHU 
� ��� SRVWV WR � ��� ¦ E\ 2FWREHU ����� 7KLV UHSUHVHQWV D �� � UHGXFWLRQ DW WKH FHQWUH� +DOI RI WKRVH 
SRVWV ZLOO QRW EH UHSODFHG DQG ZLOO EH DFKLHYHG E\ HIILFLHQF\ VDYLQJV� ZKLOH WKH UHVW RI WKH UHGXFWLRQ ZLOO 
UHVXOW IURP WUDQVIHUULQJ SRVWV WR RWKHU QDWLRQDO ERGLHV�

7KH LQWURGXFWLRQ RI DQ HIIHFWLYH .QRZOHGJH 0DQDJHPHQW FDSDFLW\ LV VHHQ DV FUXFLDO WR WKH VXFFHVV RI 
WKH FKDQJH SURJUDPPH� 

,QWHUYLHZHG DV SDUW RI WKH %6, VWXG\� /LQGD :LVKDUW DQG KHU FROOHDJXH .DUHQ /HZLV H[SODLQHG�

§1RZ ZHªUH UHGXFLQJ RXU KHDGFRXQW� ZH QHHG WR HQVXUH WKHUHªV QR GXSOLFDWLRQ DQG WKDW ZH JHW LW ULJKW 
ILUVW WLPH� )RU H[DPSOH� RQ D YHU\ VLPSOH OHYHO WKHUH DUH JRLQJ WR EH OHVV SHRSOH DYDLODEOH WR GR ILOLQJ
DQG WUDFNLQJ GRZQ LQIRUPDWLRQ� 7KH � ELJJHVW FKDOOHQJHV ZH IDFH DUH )UHHGRP RI ,QIRUPDWLRQ� WKH
FKDQJH SURJUDPPH�GRZQVL]LQJ DQG SHUIRUPDQFH PDQDJHPHQW� .QRZOHGJH PDQDJHPHQW LV DQ
DFFHSWHG SDUW RI RXU PDMRU FKDQJH SURJUDPPH�

$VN XV � \HDUV DJR DQG ZH ZRXOG KDYH VDLG WKDW .QRZOHGJH 0DQDJHPHQW ZDV D IDG� EXW QRZ LWªV 
UHFRJQLVHG DV WKH EH DOO DQG HQG DOO RI WKH 'HSDUWPHQW� 7KH\ ZHUH JRLQJ WR FUHDWH D QHZ WHDP� EXW WKH\
UHFRJQLVHG WKDW ZKDW ZH ZHUH GRLQJ ZDV ZKDW WKH\ QHHGHG� EXW WKH\ GLGQªW NQRZ LW ZDV FDOOHG
.QRZOHGJH 0DQDJHPHQW�¨
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�����  2YHUFRPLQJ JHRJUDSKLFDO DQG RUJDQL]DWLRQDO ERXQGDULHV WR UHDFK SDUWQHUV DQG 
VWDNHKROGHUV

$ IXUWKHU SHUHQQLDO DQG LQFUHDVLQJ FKDOOHQJH LQ WKH SXEOLF VHFWRU KDV EHHQ WKH FKDOOHQJH RI GHYHORSLQJ 
SROLF\ DQG LQVLJKW ZKHQ SDUWLFLSDQWV LQ WKH SROLF\ DQG GHOLYHU\ DUHQDV KDYH EHHQ JHRJUDSKLFDOO\ GLVSHUVHG�
RU HYHQ PRUH FKDOOHQJLQJ ZKHQ WKH\ KDYH EHHQ PHPEHUV RI GLIIHUHQW SXEOLF VHFWRU RUJDQL]DWLRQV� HDFK ZLWK 
WKHLU RZQ PDQDJHPHQW VWUXFWXUHV DQG FRPPXQLFDWLRQV LQIUDVWUXFWXUHV� 7KH IXUWKHU FKDOOHQJH RI LQYROYLQJ 
WKH JHQHUDO SXEOLF LQ WKH SROLF\ GHEDWH KDV RQO\ DGGHG WR WKH FKDOOHQJH�

7KH &RXQWU\VLGH $JHQF\ KDV XVHG D .0�EDVHG DSSURDFK� FDOOHG /HDUQLQJ 1HWZRUNV WR KHOS LW DGGUHVV WKLV 
FKDOOHQJH� ,QWHUYLHZHG DV SDUW RI WKH UHVHDUFK IRU WKLV *XLGH� %DUQH\ 6PLWK� +HDG RI .0 DW WKH &RXQWU\VLGH 
$JHQF\ H[SODLQHG WKH DSSURDFK�

.0 3DUWLFLSDQW ,QVLJKW

§7KH SROLF\ SURFHVV QRZ FDQQRW DQ\ ORQJHU ZRUN LQ WDQGHP ZLWK WKH UHVHDUFK PRGHOV� ,WªV QRZ SDWHQWO\ 
REYLRXV WKDW WR JHW D UHDOO\ IDVW SLHFH RI UHVHDUFK \RX PLJKW JHW LW LQ �� PRQWKV� DIWHU \RXªYH WHQGHUHG 
IRU LW IRU �¥� PRQWKV� %XW SROLF\ KDV QRZ JRW WR ZRUN IDU IDVWHU WKDQ WKDW� VR ZH QHHG UHDO WLPH OHDUQLQJ
DQG UHDO WLPH NQRZOHGJH VWUDWHJLHV� 6R WKH LVVXH DERXW OHDUQLQJ V\VWHPV LV UHDOO\ LPSRUWDQW� :H KDYH 
WR WUXVW WKH V\VWHP DQG DOORZ WKH V\VWHP WR HGXFDWH LWVHOI DQG OHDUQ IURP LWVHOI DQG ZH KDYH WR 
RUFKHVWUDWH VWUDWHJLHV IRU WKDW� VXFK WKDW WKHUH LV DSSURSULDWH PHWD�OHDUQLQJ IURP WKDW� , WKLQN WKDW 
SROLF\ PDNHUV XQGHUVWDQG WKDW�

7KH SULQFLSOHV XQGHUSLQQLQJ WKH 1HWZRUNHG /HDUQLQJ &RPPXQLWLHV �1&/� 3URJUDPPH� DQG WKH PRGHO
WR ZKLFK WKH\ JLYH ULVH� VHHPV WR KDYH FDSWXUHG D PRPHQW LQ WKH WLGH RI HGXFDWLRQDO HYHQWV� 2Q WKH RQH 
KDQG� WKH JRYHUQPHQW LV VHHNLQJ WR GHYHORS SUDFWLFH�LQIRUPHG SROLF\� WR VWLPXODWH LQQRYDWLRQ� WR IRVWHU 
GLYHUVLW\� WR SURPRWH LQIRUPHG SURIHVVLRQDO MXGJHPHQW DQG WR XWLOL]H SUDFWLWLRQHU NQRZOHGJH IRU VFKRRO
DQG V\VWHP WUDQVIRUPDWLRQ� $W WKH VDPH WLPH� WKH SURIHVVLRQ KDV EHFRPH ZHDU\ RI D FOLPDWH RI
FRPSHWLWLRQ� RXWVLGH�LQ FKDQJH SURJUDPPHV� QRUPDWLYH LPSURYHPHQW DJHQGDV DQG H[WHUQDOO\ 
JHQHUDWHG DFFRXQWDELOLW\ V\VWHPV� 7KHUH LV D JURZLQJ V\QHUJ\ EHWZHHQ JRYHUQPHQW DQG SUDFWLWLRQHU 
YLHZV WKDW ZH QHHG WR FUHDWH VSDFH LQ WKH V\VWHP IRU FUHDWLYLW\� ODWHUDO OHDUQLQJ DQG DFFRXQWDELOLW\� 
GLVWULEXWHG OHDGHUVKLS DQG WKH VKDULQJ RI SUDFWLFH�¨
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����� &KDQJLQJ FXOWXUH IURP NQRZOHGJH�KRDUGLQJ WR NQRZOHGJH�VKDULQJ

,I VHQLRU PDQDJHUV LQ WKH SXEOLF VHFWRU DUH WR EH DEOH WR FDUU\ RXW WKHLU IXQFWLRQV HIIHFWLYHO\ DQG GHOLYHU WKHLU 
VWUDWHJLF JRDOV� WKH\ QHHG WR EH DEOH WR KDUQHVV WKH WRWDO NQRZOHGJH DQG H[SHUWLVH LQ WKHLU GHSDUWPHQWV DQG
RUJDQL]DWLRQV� 7KDW LV PRUH HDVLO\ VDLG WKDQ GRQH� -XVW DV LQ WKH SULYDWH VHFWRU� WKH QRWLRQ WKDW ©.QRZOHGJH
LV 3RZHUª RIWHQ SHUVLVWV DPRQJVW MXQLRU DQG PLGGOH PDQDJHPHQW� RU EHWZHHQ GLIIHUHQW VHFWLRQV RI WKH 
RUJDQL]DWLRQ� RU HYHQ EHWZHHQ SDUWQHU RUJDQL]DWLRQV� 6FUDWFK EHQHDWK WKH VXUIDFH� KRZHYHU� DQG RIWHQ LW 
FDQ EH IRXQG WKDW ©NQRZOHGJH�KRDUGLQJª LQ PDQ\ FDVHV LV QRW DQ DFWLYHO\ SXUVXHG VWUDWHJ\� EXW D ODFN RI 
VXSSRUW IRU LQGLYLGXDOV WR EH DEOH WR VKDUH WKHLU NQRZOHGJH�

7KLV ZDV RQH RI WKH PRVW SRZHUIXO HDUO\ UDOO\LQJ FULHV RI WKH NQRZOHGJH PDQDJHPHQW PRYHPHQW ¦ §,I RQO\ 
ZH NQHZ ZKDW ZH NQRZ¨� ,W LV D UDOO\LQJ FU\ WKDW UHPDLQV DV SUHVFLHQW WRGD\ DV HYHU� SDUWLFXODUO\ LQ WKH
SXEOLF VHFWRU�

7KH (XURSHDQ %DQN IRU 5HFRQVWUXFWLRQ DQG 'HYHORSPHQW LV DQ H[DPSOH WKH DXWKRUV VWXGLHG RI KRZ D SXEOLF 
VHFWRU RUJDQL]DWLRQ KDV DGGUHVVHG WKLV FKDOOHQJH�

.0 3DUWLFLSDQW ,QVLJKW

7KH &$ UHOLHV RQ FR�RSHUDWLRQ ZLWK D ODUJH QXPEHU RI SDUWQHUV� VXFK DV ORFDO DXWKRULWLHV DQG RWKHU 
RUJDQL]DWLRQV� WR GHOLYHU LWV LQWHUYHQWLRQV� ,W LV KHQFH LPSRUWDQW WKDW WKH OHVVRQV OHDUQHG IURP WKHVH
SDUWQHUVKLSV DUH WKHQ GLVVHPLQDWHG WR RWKHU RUJDQL]DWLRQV DV ©JRRG SUDFWLFHª�

*LYHQ WKH ODUJH QXPEHU RI LQYROYHHV� SDUWQHUV DQG VWDNHKROGHUV� WKH GLVVHPLQDWLRQ RI JRRG SUDFWLFH
SURYHG FRQVLGHUDEO\ UHVRXUFH�LQWHQVLYH� 7KH &$ VRXJKW WKHUHIRUH WR ILQG QHZ ZD\V WKDW FRXOG KHOS 
UHGXFH WKH UHVRXUFHV QHHGHG IRU WKLV ZRUN� DQG DW WKH WLPH LPSURYH WKH HIIHFWLYHQHVV RI WKHVH DFWLYLWLHV�
$V DQ DOWHUQDWLYH DQG FRPSOHPHQW WR HYHQWV VXFK DV FRQIHUHQFHV DQG ZRUNVKRSV� WKH .0 WHDP 
GHYHORSHG D VWUDWHJ\ RI GHYHORSLQJ ©SHHU�WR�SHHU UHODWLRQVKLSVª ZLWKLQ ZHE�EDVHG FRPPXQLWLHV� FRLQHG 
©OHDUQLQJ QHWZRUNVª� 7KHVH ZHE�EDVHG FRPPXQLWLHV DUH IDFLOLWDWHG E\ WKHLU RZQ VWDII� DQG DOVR ZLWK 
WKHLU RZQ GHOLYHU\ VSHFLDOLVWV� DQG QRW E\ WKH .0 WHDP� &$ VWDII KHUH KDYH WKH UROH RI IDFLOLWDWLQJ
NQRZOHGJH WUDQVIHU�

7KH .0 WHDP SLORWHG WKH LQLWLDWLYH ZLWK WKH DFWLYH LQYROYHPHQW RI VHYHUDO VHQLRU PDQDJHUV ZKR ZHUH 
VXSSRUWLYH RI WKH SURMHFW� 7KH WKUHH OHDUQLQJ QHWZRUN JURXSV HVWDEOLVKHG IRU WKH SLORW VWXG\ ZHUH YHU\ 
VXFFHVVIXO� §2QFH LW ZDV VXFFHVVIXO� LW ZDV D ©QR�EUDLQHUª IRU HYHU\RQH HOVH�¨ $V WKH &(2 DQG RWKHU 
GLUHFWRUV KDG EHHQ LQYROYHG� WKH\ ZHUH DPRQJ WKH DFWLYH DGYRFDWHV LQ IDYRXU RI UROOLQJ WKH FRQFHSW RXW
WR WKH UHVW RI WKH RUJDQL]DWLRQ� $ QHHGV DQDO\VLV FRQGXFWHG E\ WKH .0 WHDP VRXJKW WR LGHQWLI\ WKH 
WHDPV DQG JURXSV WKDW ZHUH LQWHUHVWHG LQ DGRSWLQJ WKLV QHZ ©V\VWHP FXP SUDFWLFHª� 

$IWHU LPSOHPHQWLQJ WKH V\VWHP� LW ZDV IRXQG WKDW LQ DSSUR[LPDWHO\� +DOI RI WKH JURXSV WKH LQLWLDWLYH
IDLOHG WR EH DGRSWHG� +HUH WKH .0 WHDP SOD\HG DQ DFWLYH UROH LQ WU\LQJ WR LGHQWLI\ WKH NH\ EDUULHUV WR
WKH VXFFHVVIXO LPSOHPHQWDWLRQ� /DFN RI UHVRXUFH GHGLFDWLRQ DQG FRPPLWPHQW ZHUH IRXQG WR EH WKH NH\ 
EDUULHUV� %\ VXSSRUWLQJ YDULRXV WHDPV WR IRVWHU DFWLYH SDUWLFLSDWLRQ LQ WKH OHDUQLQJ QHWZRUNV� WKH .0 
WHDP ZDV DEOH WR GHYHORS FRQVLGHUDEOH H[SHUWLVH ZKLFK ZDV WKHQ SDVVHG RQ WR SHRSOH LQYROYHG LQ WKH 
OHDUQLQJ QHWZRUNV WKHPVHOYHV� $V D UHVXOW� DSSUR[LPDWHO\� �� SHRSOH LQ WKH RUJDQL]DWLRQ ZHUH WUDLQHG
DV ©H[SHUWVª LQ IDFLOLWDWLQJ DQG PRGHUDWLQJ OHDUQLQJ QHWZRUNV� 7KH .0 WHDP EHOLHYHV WKHVH PRGHUDWRUV 
VKRXOG QRW EH .0 VSHFLDOLVWV EXW UDWKHU PHPEHUV RI WKHLU UHVSHFWLYH SURIHVVLRQDO RU VXEMHFW�RULHQWHG 
FRPPXQLWLHV�
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&DVH 6WXG\ ,QVLJKW

7KH (XURSHDQ %DQN IRU 5HFRQVWUXFWLRQ DQG 'HYHORSPHQW �(%5'� LV D SXEOLFO\�RZQHG GHYHORSPHQW
EDQN WKDW SURPRWHV WKH WUDQVLWLRQ WRZDUGV RSHQ PDUNHW HFRQRPLHV DQG HQWUHSUHQHXULDO LQLWLDWLYH LQ ��
FRXQWULHV IURP &HQWUDO (XURSH WR &HQWUDO $VLD� 7KLV PDLQ WDVN LV DFFRPSDQLHG E\ DGGLWLRQDO DFWLYLWLHV 
LQFOXGLQJ SROLF\ GLDORJXH� WHFKQLFDO DVVLVWDQFH� EXVLQHVV DGYLVRU\ VHUYLFHV� HQYLURQPHQWDO 
DVVHVVPHQWV� 7KH RUJDQL]DWLRQ HPSOR\V FLUFD � ��� SHRSOH IURP RYHU �� FRXQWULHV DW LWV /RQGRQ 
KHDGTXDUWHUV DQG UHJLRQDO RIILFHV� 7KH (%5' LV D JHRJUDSKLFDOO\ GHFHQWUDOL]HG RUJDQL]DWLRQ RSHUDWLQJ 
LQ D PXOWL�FRXQWU\ FRQWH[W� $V VLPLODULWLHV H[LVW EHWZHHQ SURMHFWV LQ GLIIHUHQW FRXQWULHV DQG DFURVV 
IXQFWLRQDO DUHDV WKHUH LV D VWURQJ SRWHQWLDO IRU VKDULQJ H[SHUWLVH DFURVV JHRJUDSKLFDO DQG IXQFWLRQDO
ERXQGDULHV� 

7KLV ZDV WKH VWUDWHJLF FRQWH[W LQ ZKLFK D .QRZOHGJH 6KDULQJ LQLWLDWLYH ZDV ODXQFKHG LQ WKLV
RUJDQL]DWLRQ LQ ����� 7KH .0 WHDP UHDOL]HG WKDW DOWKRXJK WKHUH ZDV D ODUJH DPRXQW RI LQIRUPDWLRQ 
DYDLODEOH LQ WKH RUJDQL]DWLRQ� LW ZDV QRW FOHDU ZKHUH LW ZDV QRU ZKHWKHU LW ZDV UHOLDEO\ DVVHVVHG� $ 
UHODWHG SUREOHP ZDV H[SUHVVHG DV §NQRZOHGJH LV SRZHU¨ ¦ EDVLFDOO\ UHIHUULQJ WR D FHUWDLQ 
XQZLOOLQJQHVV DPRQJVW VWDII WR VKDUH LQIRUPDWLRQ�

7KH (%5'ªV H[HFXWLYH FRPPLWWHH IRUPHG D .0 JURXS� ZKLFK LQFOXGHG WKH %DQNªV VHQLRU PDQDJHPHQW 
DQG PDQDJHUV IURP HYHU\ GHSDUWPHQW� 7KLV JURXS VXSHUYLVHG WKH LPSOHPHQWDWLRQ RI WKH DVVHVVPHQW
H[HUFLVH� DLPHG DW GHWHUPLQLQJ WKH YDOXH� IXQFWLRQ DQG XWLOLW\ RI H[LVWLQJ NQRZOHGJH UHVRXUFHV� $V D 
UHVXOW� WKH IROORZLQJ LVVXHV ZHUH LGHQWLILHG DV WKH NH\ SUREOHPV DIIHFWLQJ WKH ZD\ NQRZOHGJH ZDV 
VKDUHG DW WKH (%5'� 

� 9LVLELOLW\ RI LQIRUPDWLRQ ¦ ,W ZDV QRW FOHDU WR VWDII ZKDW LQIRUPDWLRQ ZDV DYDLODEOH RU KRZ LW
FRXOG EH DFFHVVHG� ,Q SDUWLFXODU� WKH DYDLODELOLW\ RI UHOHYDQW LQIRUPDWLRQ ZDV QRW HYLGHQW IRU WKH VWDII 
RXWVLGH FHUWDLQ SHUVRQDO QHWZRUNV� DV VWDII LQ +4 DOZD\V WXUQHG WR VSHFLILF NH\ LQGLYLGXDOV IRU 
SDUWLFXODU LQIRUPDWLRQ� ZKLFK OHIW (%5'ªV VWDII LQ RWKHU FRXQWULHV RU QHZFRPHUV WR WKH LQVWLWXWLRQ 
GHSULYHG IURP WKH DFFHVV WR WKH H[LVWLQJ LQIRUPDWLRQ SRRO� 7KLV VLWXDWLRQ KDG WR EH LQWHUSUHWHG
DJDLQVW D EDFNJURXQG RI KLJK WXUQ�RYHU DW WKH EDQN DW WKDW WLPH� 
� 3RRU FRPPXQLFDWLRQ ¦ /DFN RI NQRZOHGJH VKDULQJ EHWZHHQ 6HFWRU 7HDPV DQG &RXQWU\ 7HDPV 
DV ZHOO DV EHWZHHQ GLIIHUHQW GHSDUWPHQWV LQ WKH %DQN UHVXOWHG LQ GXSOLFDWLRQ RI HIIRUW DQG WKH 
IUHTXHQW ©UH�LQYHQWLRQ RI WKH ZKHHOª� 
� ©.QRZOHGJH LV 3RZHUª¦ $ FHUWDLQ ODFN RI WUXVW DQG XQZLOOLQJQHVV WR IUHHO\ VKDUH WKHLU H[SHUWLVH 
ZDV WKH UHVXOW RI D ODUJHO\ LQGLYLGXDOLVW FXOWXUH� 5HODWHG WR WKLV� LW ZDV IHOW WKDW WKHUH ZDV QR V\VWHP
RI UHZDUGV DQG UHFRJQLWLRQV LQ SODFH WR SURDFWLYHO\ HQFRXUDJH VWDII WR DSSO\ .6 SUDFWLFHV LQ WKHLU 
ZRUN�

6WUDWHJLFDOO\ VSHDNLQJ� WKH .QRZOHGJH 6KDULQJ LQLWLDWLYH VRXJKW WR LQVHUW LWVHOI RUJDQLFDOO\ LQWR D
EURDGHU YLVLRQ RI WKH (%5' GHYHORSHG LQ ����� HQFRPSDVVLQJ WKH RUJDQL]DWLRQªV PLVVLRQ� VWUDWHJ\� 
REMHFWLYHV DQG FRUH YDOXHV� ,WV JHQHUDO SXUSRVH ZDV WR HQFRXUDJH WKH PRYH WRZDUGV D ©2QH %DQNª
DSSURDFK DOORZLQJ EXVLQHVV�UHODWHG NQRZOHGJH DQG H[SHUWLVH WR EH FRPPXQLFDWHG DQG VKDUHG ZLOOLQJO\
DFURVV WKH %DQN� 

7KH .0 WHDP ZRUNV RQ VHYHUDO OHYHOV WR DFKLHYH WKH REMHFWLYHV RI WKH ©2QH %DQNª DSSURDFK�

� &XOWXUH ¦ 7KH .0 WHDP DLPV WR KHOS FUHDWH DQ RUJDQL]DWLRQDO FXOWXUH WKDW SODFHV YDOXH RQ
NQRZOHGJH DQG LQIRUPDWLRQ VKDULQJ DQG HQFRXUDJHV LQQRYDWLRQ� 7KLV LV IDFLOLWDWHG WKURXJK 
ZRUNVKRSV DQG SUHVHQWDWLRQV DLPHG DW FUHDWLQJ NQRZOHGJH ©DZDUHQHVVª DQG LOOXVWUDWLQJ WKH OLQN
EHWZHHQ NQRZOHGJH DQG ©EXVLQHVV YDOXHª� 
� 3URFHVVHV ¦ :LWK WKH LQWURGXFWLRQ RI VFKHPHV VXFK DV WKH LQWHUQDO PRELOLW\ SURJUDPPH� WKH .0
WHDP DLPV WR KHOS FUHDWH D FRQWH[W ZLWKLQ ZKLFK NQRZOHGJH VKDULQJ DFWLYLWLHV EHFRPH D QDWXUDO SDUW
RI WKH SURFHVV UHSHUWRLUH RI WKH RUJDQL]DWLRQ� $QRWKHU H[DPSOH LV WKH VFKHGXOLQJ RI YLGHR 
FRQIHUHQFLQJ VHVVLRQV WR HQDEOH WKH UHJLRQDO RIILFHV WR DWWHQG SUHVHQWDWLRQV DW WKH +4� 
� 6\VWHPV ¦ 7KH WHDP VHHNV WR LGHQWLI\ WKH QHHG IRU DQG SURYLGH WKH WRROV DQG V\VWHPV WKDW HQDEOH
DQG HQFRXUDJH NQRZOHGJH VKDULQJ DQG FUHDWLRQ� 7KH REMHFWLYHV DUH WR UHGXFH LQIRUPDWLRQ VHDUFK 
WLPH� DYRLG ©EOLQG DOOH\Vª DQG DYRLG WKH IUHTXHQW ©UH�LQYHQWLRQ RI WKH ZKHHOª� 6\VWHPV LQWURGXFHG WR 
HQDEOH HIILFLHQW ZRUNLQJ LQFOXGH GDWDEDVHV VXFK DV OHVVRQV OHDUQHG GDWDEDVH� SURMHFW IHDWXUHV 
GDWDEDVH� H[SHUWV OLVWLQJ DQG FOLHQW UHODWLRQVKLS GDWDEDVHV ZKLFK SURYLGH EHVW SUDFWLFHV� OHVVRQV 
OHDUQHG IURP SUHYLRXV SURMHFWV DQG FRQWDFW GHWDLOV RI DOO HPSOR\HHV LQ WKH RUJDQL]DWLRQ�

Full document details: PD 7504:2005

http://www.avadocuments.com/doc/pd-7504-2005
http://www.avadocuments.com/doc/pd-7504-2005


3' ���������

�� � %6, � 2FWREHU ����

����� 6HFXULQJ XVHU DQG VWDNHKROGHU LQYROYHPHQW LQ VHUYLFH GHOLYHU\

$ FRPPRQ FKDOOHQJH IDFLQJ ERWK SROLF\ PDNHUV DQG VHUYLFH GHOLYHUHUV ¦ DW D QDWLRQDO� UHJLRQDO DQG ORFDO 
FRQWH[W ¦ LV KRZ WR VHFXUH VWDNHKROGHU DQG XVHU LQYROYHPHQW LQ WKH GHVLJQ DQG GHOLYHU\ RI SROLF\ DQG
VHUYLFH RXWFRPHV� 7KLV FKDOOHQJH LV IDVW PRYLQJ XS WKH SROLF\ DJHQGD DV WKH *RYHUQPHQW VHHNV WR LQWURGXFH
©FLWL]HQ�FHQWUHGª VHUYLFHV�

.QRZOHGJH 0DQDJHPHQW WRROV DQG WHFKQLTXHV FDQ KHOS DGGUHVV WKLV FKDOOHQJH� DV WKH IROORZLQJ H[DPSOH 
IURP WKH 1HZ 'HDO IRU &RPPXQLWLHV VKRZV�

&DVH 6WXG\ ,QVLJKW

7KH 1'& 3URJUDPPH LV DQ LQLWLDWLYH E\ WKH 2IILFH RI WKH 'HSXW\ 3ULPH 0LQLVWHU �2'30� WR WDFNOH 
GHSULYDWLRQ LQ (QJODQG� ,WV NH\ REMHFWLYH LV WR QDUURZ WKH JDS EHWZHHQ WKH FRPPXQLWLHV DQG WKH 
QDWLRQDO DYHUDJH LQ ILYH PDLQ DUHDV� HPSOR\PHQW� HGXFDWLRQ� KHDOWK� FULPH DQG WKH SK\VLFDO
HQYLURQPHQW� 7KH SURJUDPPH GXUDWLRQ LV �� \HDUV DQG RYHU ��EQ ZLOO EH LQYHVWHG LQ �� RI WKH PRVW 
GHSULYHG FRPPXQLWLHV LQ (QJODQG�

7KH 1'& 3URJUDPPH LV EDVHG RQ FRPPXQLW\ LQYROYHPHQW DQG RZQHUVKLS� DQG UHSUHVHQWV ©MRLQHG�XSª
WKLQNLQJ ZKHUHE\ DFWLRQV DUH EDVHG RQ HYLGHQFH DV WR ZKDW ZRUNV DQG ZKDW GRHV QRW� ,W LV FOHDU WKDW IRU 
ERWK RI WKHVH PDLQ IHDWXUHV� L�H� LQYROYHPHQW DQG JRRG SUDFWLFH� NQRZOHGJH VKDULQJ DQG FUHDWLRQ
FRQVWLWXWH LPSRUWDQW XQGHUO\LQJ SURFHVVHV� 

,WV UDWLRQDOH IRU SXWWLQJ WKH HPSKDVLV RQ XVHU LQYROYHPHQW DQG MRLQHG�XS WKLQNLQJ ZDV WKDW VHYHUDO
SUHYLRXV LQLWLDWLYHV KDG QRW SURGXFHG WKH ORQJ�ODVWLQJ FKDQJH ZLWKLQ WKH WDUJHW FRPPXQLWLHV SROLF\�
PDNHUV KDG KRSHG IRU� 7KH 1DWLRQDO $XGLW 2IILFH HYDOXDWLRQ VKRZHG LQLWLDWLYHV KDG ZRUNHG EHWWHU LQ
FRPPXQLWLHV WKDW KDG GHYHORSHG SDUWQHUVKLSV ZLWK WKH SXEOLF VHUYLFHV� %DVHG RQ WKLV LQVLJKW� WKH QHZ 
LQLWLDWLYH KDG WR GHYHORS PHFKDQLVPV WKDW SURPRWHG DQG IDFLOLWDWHG WKH IRUPDWLRQ RI VXFK 
SDUWQHUVKLSV� 

&RQVXOWDWLYH PHFKDQLVPV� 'LIIHUHQW IRUPV RI FRQVXOWDWLYH PHFKDQLVPV UDQJLQJ IURP D VXUYH\ RI
UHVLGHQWV� IRFXV JURXSV� QHZVOHWWHUV� ORFDO VHPLQDUV� ERDUG PHHWLQJV DQG FRQVXOWDWLYH ZRUNVKRSV DUH
XVHG IRU XQGHUVWDQGLQJ FRPPXQLW\ QHHGV DQG FRQGLWLRQV RI HDFK QHLJKERXUKRRG IRU WKH 1'& 3URJUDP� 
(YDOXDWLRQ WHDPV PHHW UHJXODUO\ ZLWK WKH FRPPXQLWLHV WR VROLFLW IHHGEDFN RQ WKH DFWLYLWLHV DQG 
LGHQWLI\ LPSURYHPHQW RSSRUWXQLWLHV� SDUWO\ DJDLQVW WKH EDFNJURXQG RI OHVVRQV OHDUQHG LQ RWKHU 
SURJUDPPH DUHDV� 7KH IHHGEDFN ORRS JHQHUDWHG WKURXJK WKH HYDOXDWLRQ WHDPV KHOSV SURJUDPPH 
RIILFHUV SULRULWL]H LVVXHV DQG DGGUHVV HPHUJLQJ SUREOHPV� 

3URJUDPPH JXLGDQFH GRFXPHQWDWLRQ� &RPPXQLW\ UHSUHVHQWDWLYHV DV ZHOO DV WKHLU SXEOLF
DXWKRULW\ SDUWQHUV DUH SURYLGHG ZLWK SURJUDPPH JXLGDQFH PDWHULDOV WKDW FRQWDLQ GHWDLOHG \HW HDVLO\
DFFHVVLEOH GRFXPHQWDWLRQ RQ WKH SURFHGXUDO DVSHFWV RI WKH LQLWLDWLYHV DV ZHOO DV HPHUJLQJ JRRG
SUDFWLFH� 3URJUDPPH RIILFHUV SURGXFH WKHVH GRFXPHQWV LQ FROODERUDWLRQ ZLWK SHRSOH ZKR KDYH KDG 
H[SRVXUH WR WKH LVVXHV DGGUHVVHG DFURVV YDULRXV SURJUDPPH DUHDV� 

.QRZOHGJH VKDULQJ� $V WKH 1'& 3URJUDPPH IRFXVHV RQ FULPH� HGXFDWLRQ� HPSOR\PHQW� KHDOWK DQG 
SK\VLFDO HQYLURQPHQW� WKH 1'& KDYH SDUWQHUHG ZLWK D UDQJH RI ORFDO DQG QDWLRQDO ERGLHV� YROXQWDU\ 
VHFWRU ERGLHV� SULYDWH EXVLQHVVHV WR GUDZ RQ WKH NQRZOHGJH DQG H[SHUWLVH RI WKHVH JURXSV� 7KH 
HQJDJHPHQW RI VHYHUDO SDUWLHV KDV PHDQW WKDW VRXQG LQWHUDFWLRQ PHWKRGV DUH QHHGHG IRU HIIHFWLYH 
FRPPXQLFDWLRQ� 0HHWLQJV DQG ZRUNVKRSV DUH KHOG WR FDSWXUH WKH NQRZOHGJH DQG H[SHUWLVH RI 1'& 
SDUWQHUV DQG LQ HIIHFW WR FR�RUGLQDWH DQG SULRULWL]H FRPPXQLW\ QHHGV LQ WKH PRVW HIILFLHQW DQG HIIHFWLYH 
PDQQHU� $Q DQQXDO FRQIHUHQFH LV KHOG HYHU\ \HDU FRQVLVWLQJ RI ERDUG PHPEHUV� SDUWQHUV� FRPPXQLW\ 
UHSUHVHQWDWLYHV DQG JRYHUQPHQW RIILFHUV WR GLVFXVV FRUH LVVXHV DQG DJUHH RQ JRRG SUDFWLFH ZLWK WKH DLP 
RI HVWDEOLVKLQJ D FRQVLVWHQW RSHUDWLQJ DSSURDFK DPRQJVW DOO 1'& 3DUWQHUVKLSV� 

8VLQJ WKH ZHE� 7KH SURJUDPPH KDV DGRSWHG SULQFLSOHV RI ©H�JRYHUQPHQWª WR SURYLGH DQ LQIUDVWUXFWXUH 
IRU HIIHFWLYH NQRZOHGJH VKDULQJ DPRQJVW WKH YDULRXV VWDNHKROGHU JURXSV LQYROYHG� 7KH ZHEVLWH
ZZZ�UHQHZDO�QHW SURYLGHV H[DPSOHV RI JRRG SUDFWLFH� LQIRUPDWLRQ RQ DOO �� FRPPXQLWLHV DQG 1'& 
SDUWQHUVKLSV DQG UHVXOWV IURP HYDOXDWLRQV� (YHU\ SDUWQHUVKLS KDV LWV RZQ VLWH DQG DOO LQIRUPDWLRQ LV 
RSHQO\ DFFHVVLEOH� 7KH ZHEVLWH VXSSRUWV WKH FRPPXQLWLHV LQ LPSOHPHQWLQJ HIIHFWLYH PHDVXUHV E\
SURYLGLQJ WRROV DQG JXLGDQFH IRU UHYLHZLQJ DQG FRPSDULQJ WKHLU H[LVWLQJ VWUDWHJLHV� 7KH ZHEVLWH DOVR
SURYLGHV GHWDLOHG ©KRZ�WRª NQRZOHGJH ©E\WHVª RQ LVVXHV VXFK DV GHILQLQJ WKH SUREOHP� VHOHFWLQJ D SURMHFW� 
LPSOHPHQWLQJ D SURMHFW� EXLOGLQJ D SDUWQHUVKLS� PRQLWRULQJ DQG HYDOXDWLRQ� DQG LQIOXHQFLQJ
PDLQVWUHDP SURJUDPPHV� 7KH UHQHZDO VLWH DOVR KDV DQ RQOLQH GLVFXVVLRQ IRUXP ZKLFK HQDEOHV 
PHPEHUV WR SRVW TXHVWLRQV DQG DVN IRU DGYLFH IURP RWKHU PHPEHUV RI WKH 1'& SDUWQHUVKLS�
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