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'HF����� 3UREOHP�&KLOGUHQ
3UHDPEOH�±�7DOHEDQ�HWKLFV�LQ�WKH�QXUVHU\
3UREOHP�FKLOGUHQ�RU�SUREOHP�SROLFLHV"
6LU�&KULVWRSKHU�%DOO�H[SUHVVHG�GRXEWV�DERXW�IXOOWLPH�GD\FDUH�IRU�EDELHV�LQ�7KH�7LPHVRI���WK $SULO�������³8QGHU�WKH�DJH�RI����,�DP�TXLWH�VXUH�LW�LV�D�PLVWDNH�´��)DWKHU�RI�VL[�GLUHFWRU� RI� OHDUQLQJ� DW� WKH�56$� DQG� DXWKRU� RI�6WDUW� 5LJKW �KDOI�GD\V� IRU� WKUHH� \HDUROGV��� 6LU� &KULVWRSKHU� ZDV� D� PDQ� RI� H[SHULHQFH�� HYHQ� RI� JUDYLWDV�� +LV� FKLHIUHVHDUFKHU�ZDV�.DWK\�6\OYD��QRZ�D�JUDQGPRWKHU�DQG�SURIHVVRU��ZKR�FR�DXWKRUHG�DSRSXODU� WH[WERRN� IRU� QXUVHU\� VWDII��&KLOG� 'HYHORSPHQW�� $� )LUVW� &RXUVH�� DV� ZHOO� DVPDQ\�SDSHUV�DQG�UHVHDUFK�DUWLFOHV�RQ�FKLOGFDUH�
'HVSLWH�KLV�H[SUHVVHG�GRXEWV�DERXW�EDELHV��6LU�&KULVWRSKHU�DQG�KLV�FROOHDJXHV�KDGHDUOLHU�HQGRUVHG�D�ODZ�FRYHULQJ�IXOOWLPH�GD\FDUH�DQG�VKRUWO\�DIWHUZDUGV�KHOSHG�VHW�XSWKH� -LJVDZ� FKDLQ� RI� QXUVHULHV�ZKHUH� EDELHV� DUH� DFFHSWHG� IURP� ��PRQWKV�� IXOOWLPH�SDUW�WLPH� RU� DQ\� WLPH� E\� DUUDQJHPHQW��7KH� &KLOGUHQ� $FW� ������ UHODWLQJ� WR� QXUVHU\FDUH�� RZHV� PXFK� WR� 7RP� 6KHD�� QRZ� &KDLUPDQ� RI� -LJVDZ�� ZKR� DGYLVHG� RQ� WKHFRQGLWLRQV� DQG� UHTXLUHPHQWV� JRYHUQLQJ� GD\FDUH� IRU� WKH� 8QGHU�(LJKWV�� LQFOXGLQJEDELHV�IURP�ELUWK��6RFLDO�6HUYLFHV�ZRXOG�UHJXODWH�GD\FDUH�IDFLOLWLHV�DQG� LQVSHFWLRQV�LQVSHFWLRQV��DQQRXQFHG��ZRXOG�EH�UHTXLUHG�RQFH�D�\HDU�XQOHVV�FRQGLWLRQV�JDYH�ULVHIRU�FRQFHUQ��8QDQQRXQFHG�LQVSHFWLRQV�DUH�D�UDUH�HYHQW�GXH�WR�VHFXULW\�FRQFHUQV
6LQFH� WKHQ�� 6RFLDO� 6HUYLFHV� LQ� DW� OHDVW� ���� ORFDO� DXWKRULWLHV� KDYH� EHHQ� DFFXVHGDQG�RU�FRQYLFWHG�RI�QHJOHFW��DEXVH��PDOWUHDWPHQW�RI�\RXQJ�DQG�ROG�LQ�WKHLU�FDUH��RIWHQGXH�WR�RYHUZRUN��<HDUO\�LQVSHFWLRQV�RI�QXUVHULHV�ZHUH�RIWHQ�PLVVHG�±�EXW�EDELHV�GLGQRW�FRPSODLQ�LI�WKHLU�FDUH�ZDV�µORZ�TXDOLW\¶��%DELHV�FDQQRW�WDON���5HJXODWLRQ�LV�QRZ�LQWKH�KDQGV�RI�2IVWHG�
)ROORZLQJ� WKH� 7KDWFKHULWH� JRDOV� RI� SULYDWLVDWLRQ� DQG� SURILWLVDWLRQ�� 1HZ� /DERXULQWURGXFHG�7KH�1DWLRQDO�&KLOGFDUH�6WUDWHJ\� 7KLV�DSSDUHQWO\�FRPPHQGDEOH�DVSLUDWLRQZRXOG� HQDEOH�PRWKHUV�� HVSHFLDOO\� VLQJOH�PRWKHUV�� WR� JR� RXW� WR� ZRUN�� ,W� ZRXOG� DOVRHQDEOH� WKH� 7UHDVXU\� WR� DFFXPXODWH� PRUH� LQ� WD[�� 5HVHDUFK� IRU� WKH�6WUDWHJ\ DJDLQUHOLHG�KHDYLO\�RQ�WKH�ZRUN�RI�.DWK\�6\OYD��7KH�EDVLV�IRU�KHU�FRQILGHQFH� LQ�FKLOGFDUHZDV�WKH�$PHULFDQ�+LJK�6FRSH SURMHFW�ZKHUH�WRGGOHUV�ZHUH�JLYHQ�VSHFLDO�GD\FDUH�XSWR���KRXUV�D�GD\�IURP���RU���\HDUV�ROG��%DELHV�ZHUH�QRW�LQYROYHG��1RQH�RI�WKH�VWXGLHVOLVWHG�LQ�KHU�UHVHDUFK�GHDOW�H[FOXVLYHO\�ZLWK�EDELHV�VHSDUDWHG�IURP�WKHLU�PRWKHUV��DOOZHUH� IRUHLJQ� DQG� FDUULHG� ZDUQLQJV� DERXW� JHQHUDOLVLQJ� UHVXOWV� DFURVV� QDWLRQDOERXQGDULHV��,Q������3URIHVVRU�$QGHUVVRQ�RI�6ZHGHQ�FRQGHPQHG�FKLOGFDUH�IRU�SURILW�
<HDUV�HDUOLHU��6\OYD�	�/XQW¶V��WH[WERRN�LQWURGXFHG�WKH�VXEMHFW�RI�&KLOG�'HYHORSPHQWZLWK� JUDYH� ZDUQLQJV� DERXW� WKH� GDQJHUV� RI� KDYLQJ� SUHFRQFHLYHG� LGHDV� RU� XVLQJ³FRPPRQ�VHQVH´�� ,W�ZDV�QHFHVVDU\� WR�EH�³VFLHQWLILF´�DQG�PHWKRGLFDO�EHIRUH�GUDZLQJFRQFOXVLRQV��&KLOGFDUH�VKRXOG�EH�EDVHG�HQWLUHO\�RQ�LPSDUWLDO�DQG�XQHPRWLYH�HYLGHQFHGUDZQ�IURP�HPSLULFDO�UHVHDUFK��6R�EDELHV�ZHUH�FRQVLJQHG�WR�WHQ�KRXU�GD\V����GD\V�D
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ZHHN��DOO�\HDU�� LQ�JURXS�FDUH��PRQLWRUHG�E\�VRFLDO�VHUYLFHV��DV�SDUW�RI�7KH�1DWLRQDO&KLOGFDUH� 6WUDWHJ\ SURPRWHG� E\� 'D\FDUH� 7UXVW�� DQ� RIILFLDO� FKDULW\� HVWDEOLVKHG� WRSURPRWH� &KLOGFDUH� IRU� $OO� IURP� ������ IXQGHG� E\� 'I((�� '7,�� ORFDO� DXWKRULWLHV� DQGEXVLQHVV��,WV�FKLHI�RIILFHU�ZDV�&ROOHWWH�.HOOHKHU��D�TXDOLILHG�VRFLDO�ZRUNHU�
+DYLQJ�GLWFKHG�FRPPRQ�VHQVH��³VFLHQWLILF´�PHWKRG�DQG�HPSLULFDO�UHVHDUFK�ZHUH�DOVRDEDQGRQHG�ZLWK�UXWKOHVV�LQGLIIHUHQFH�ZRUWK\�RI�WKH�7DOHEDQ�LQ�SXUVXLW�RI�WKH�PDUW\U¶VKHDYHQ��,I�KDOI�D�GD\�LQ�UHPHGLDO�GD\FDUH�SURYHG�EHQHILFLDO�WR�VRPH�GHSULYHG���\HDUROGV� LQ� FULPLQDO� JKHWWRV�� ZKROH� GD\V� LQ� SULYDWH� QXUVHULHV�PXVW EH� HYHQ� EHWWHU� IRU%ULWLVK�EDELHV��ZKHWKHU�PLGGOH�FODVV�RU�FULPLQDO�FODVV���:LWKRXW�DQ\�SURRI�RI�WKLV��WKHFKLOGFDUH�LQGXVWU\�ERRPV�

352%/(06�:,7+�%2<6�±�5HVHDUFK�0RGXOH�1R��
3UREOHPV�ZLWK�3URIHVVRUV

,Q�WKH�ZRUGV�RI�VRFLRORJLVW�$OLFH�0LOOHU��³&KLOGUHQ�DUH�FRQVLGHUHG�OHVV�KXPDQ�WKDQDGXOWV� DQG� VR� EHDU� WKH� FRQVHTXHQFHV´�� :KLOH� %ULWLVK�ZRUNHUV� ORQJHG� IRU� D� ���KRXU�ZHHN��OLWWOH�EDELHV�ZHUH�FRQGHPQHG�WR����KRXUV�D�ZHHN�� 7KH�DEDQGRQPHQW�RIEDELHV� WR� WKH�ZKLPV�RI� QXUVHU\� RSHUDWRUV�� VRFLDO�ZRUNHUV� DQG� D�PXOWLWXGH� RI� ULVNV�LQFOXGLQJ�VHSDUDWLRQ�DQ[LHW\��7%���KHDGOLFH���GLDEHWHV��DQG�QRW�OHDVW�SDHGRSKLOHV�GXHWR� IDXOWV� LQ� WKH� SROLFH� FKHFNLQJ� V\VWHP��� ZDV� ZDUPO\� UHFHLYHG� E\� DOO� WKH� PDMRUFKLOGUHQ¶V� FKDULWLHV�� SDHGRSKLOHV�� DQG� IHPLQLVWV� HYHU\ZKHUH�� $V� IRU� 6LU� &KULVWRSKHU%DOO��ZKLOH�KH�DJUHHV�WKHUH�LV�QRWKLQJ�WR�PDWFK�D�ORYLQJ�PRWKHU��KH�LV�FHUWDLQ�-LJVDZQXUVHULHV�DUH�VR�JRRG��³PRWKHUV�DQG�EDELHV�FDQ�KDUGO\�WHOO�WKH�GLIIHUHQFH´��
5HFHQW�UHVHDUFK�UHYHDOV�EDELHV�WR�EH�IDU�PRUH�GLVFHUQLQJ�WKDQ�6LU�&KULV�ZRXOG�KDYHXV� EHOLHYH�� GHVSLWH� KLV� H[WHQVLYH� SDWHUQDO� H[SHULHQFH�� $QLPDOV� FDQ� LGHQWLI\� SHRSOHDQG� SODFHV�� (YHQ� VKHHS� FDQ� LGHQWLI\� GLIIHUHQW� SHRSOH� DQG� UHFRJQLVH� WKHLU� SHHUV��+XPDQ�EDELHV�DUH�FDSDEOH�RI�PXFK�PRUH�WKDQ�VKHHS����<HW�WKH\�DUH�WRUQ�IURP�WKHLUPRWKHUV� OLNH� SLJOHWV� ZUHQFKHG� IURP� WKH� VRZ� DQG� SODFHG� LQ� EDWWHU\� FRQGLWLRQV� IRUSURILW��� ,I� ZH� WUHDW� RXU� EDELHV� ZLWK� VXFK� LQKXPDQH� FUXHOW\�� ZK\� VKRXOG� ZH� EHVXUSULVHG�LI�WKH\�JURZ�XS�WR�EHKDYH�OLNH�DQLPDOV"��%XW�WKLV�LV�PHUH�³FRPPRQ�VHQVH´�
%DIIOLQJ� JDSV� LQ� DFDGHPLF� ORJLF�� WKH� DSSDUHQW� DEVHQFH� RI� RULJLQDO� WKRXJKW� RU� HIIRUWDQG�WKH�VODYLVK�HFKR�RI�DFFHSWHG�µWUXWKV¶��KRZHYHU�LPSUREDEOH��FDVW�GRXEW�RQ�%ULWLVKUHVHDUFK�RYHU�WKH�SDVW�WZHQW\�RU�WKLUW\�\HDUV�

)/$:('�5(6($5&+
$�SRSXODU�QXUVHU\�WH[WERRN�XUJHV�WUDLQHHV�WR�UHMHFW�FRPPRQ�VHQVH�EHFDXVH�LW�GLG�QRWFXUH�ZDUWV��� $XWKRULWLHV�RQ�FKLOGFDUH� UHMHFW� WKH�ZRUN�RI�'U�-RKQ�%RZOE\� IRU�HTXDOO\PXGGOHG� UHDVRQV��� %HFDXVH�%RZOE\� DGYLVHG� RQ� UHVLGHQWLDO� FDUH�� LW� LV� DUJXHG�� KHFRXOG� KDYH� NQRZQ� OLWWOH� DERXW� GD\FDUH�� WKHUHIRUH� KLV� ZDUQLQJV� DERXW� VHSDUDWLQJEDELHV�IURP�WKHLU�PRWKHUV�PXVW�EH�DV�XVHOHVV�DV�FRPPRQVHQVH�LQ�FXULQJ�ZDUWV�7KH
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DEDQGRQPHQW� RI� FRPPRQ� VHQVH� DQG� VHQVLWLYH� VFKRODUVKLS� LQ� IDYRXU� RI� SROLWLFDOFRUUHFWQHVV� DQG� DFDGHPLF� WZDGGOH�� RSHQHG� WKH� IORRGJDWHV� WR� WKH� UDSDFLRXVLQVHQVLWLYLW\�RI�IHPLQLVWV��SHUYHUWV�DQG�SURILWHHUV�ZKR�DOO�VWRRG�WR�JDLQ�IURP�WKLV�EDVHEHWUD\DO� RI� LQQRFHQFH�>$SS��@� 3XEOLF� SROLF\� LQ� UHFHQW� \HDUV� KDV� EHHQ� JXLGHG� E\VKDOORZ� VHOI�LQWHUHVW� DQG� ZLVKIXO� WKLQNLQJ�� 7KHUH� LV� D� ZLGHO\� KHOG� SHUFHSWLRQ� WKDWQXUWXULQJ�LV�QRW�LPSRUWDQW�HQRXJK�WR�RFFXS\�SDUHQWV�DQG�FDQ�VDIHO\�EH�OHIW�WR�RWKHUV���$V� D� UHVXOW� ZH� QRZ� ILQG� FKLOGUHQ� RXW� RI� FRQWURO� HYHQ� DW� WKUHH��� ,I� FULPLQDOV� DQGWHUURULVWV�DUH�IRUPHG�LQ�WKH�FUDGOH��� WKH�(OHYHQWK�RI�6HSWHPEHU�ZDV�RQO\�D�EHJLQQLQJ�
6WUDQJHO\��3URIHVVRU�6LU�0LFKDHO�5XWWHU�DQG�KLV�FROOHDJXH���DFFHSW�%RZOE\¶V�ILQGLQJVWKDW�� ³9HU\� \RXQJ� FKLOGUHQ� DUH� WUXO\� VWUHVVHG� E\� VHSDUDWLRQ� H[SHULHQFHV�� EXWWKH\�UHDGLO\�FRSH�ZLWK�EULHI�VHSDUDWLRQV�GXULQJ�WKH�GD\�ZKHQ�WKHVH�RFFXU�LQ�WKHFRQWH[W�RI�UHODWLRQVKLS�FRQWLQXLW\�DQG�JRRG�TXDOLW\�FDUHJLYLQJ�´�� EXW�WKHQ ZDJ�DILQJHU�� ³7KH� OHVVRQ� LV«WR� EH� JXLGHG� E\� HPSLULFDO� ILQGLQJV� DQG� WR� EH� YHU\� FDXWLRXVUHJDUGLQJ� WKH� DFFHSWDQFH� RI� XQWHVWHG� WKHRUHWLFDO� DVVXPSWLRQV�´� :KHUH� KDYH� ZHKHDUG�WKDW�EHIRUH"��VHH�3UHDPEOH��&XULRXVO\�WKHUH�LV�QR�UHIHUHQFH�WR�%RZOE\¶V�ZDUQLQJDERXW�³IUHTXHQW�DQG�SURORQJHG�VHSDUDWLRQV´��+DYLQJ�GLVPLVVHG�%RZOE\�E\�PDNLQJRQH�ZURQJ�DVVXPSWLRQ�� WKDW�KH�NQHZ�RQO\�DERXW� UHVLGHQWLDO�FDUH��KLV� OLIHWLPH¶V�ZRUNDQG�ZLVGRP�ZHUH�FDVW�DVLGH�E\�DQ�HYHQ�PRUH�FDWDVWURSKLF�DVVXPSWLRQ�WKDW�KH�GLGQ¶WNQRZ�ZKDW�KH�ZDV�WDONLQJ�DERXW��HVSHFLDOO\�RQ�WKH�VXEMHFW�RI�$WWDFKPHQW�DQG�/RVV���
7KH�ULVNV�LGHQWLILHG�IURP�IUHTXHQW�DQG�SURORQJHG VHSDUDWLRQV�ZHUH�WKURZQ�RXW�DORQJZLWK� WKH� EDE\� DQG� WKH� EDWK� ZDWHU��:KHWKHU� LQWHQGHG� RU� QRW�� LW� DSSHDUV� WKDW� ³EULHIVHSDUDWLRQV´�KDYH�FRPH�WR�PHDQ�³DOO�GD\´��SURYLGHG�WKH�FDUH�LV�RI�µJRRG�TXDOLW\�DQGFRQWLQXLW\¶ �VXUHO\� WKH� PRVW� RIWHQ� UHSHDWHG� ±� DQG� LJQRUHG� �� SKUDVH� LQ� FKLOGFDUH��&RPPRQ�VHQVH�PLJKW�VXJJHVW�WKDW�WHQ�KRXUV�D�GD\�DUH�QRW�³EULHI´��HYHQ�WR�DQ�DGXOW�
³7KH� FKLOG� LV� IDWKHU� WR� WKH� PDQ´� �� FKDUDFWHU� LV� IRUPHG� LQ� WKH� FUDGOH���� /LNH� DFRPSXWHU�� LW� LV� ³UXEELVK� LQ�� UXEELVK� RXW´�� %DELHV� DUH� VSRQJHV� DEVRUELQJ� HYHU\WKLQJDURXQG�WKHP����,I�PRWKHU�LV�DEVHQW�PRVW�RI�KLV�ZDNLQJ�KRXUV��EDE\�NQRZV����+H�PD\EH�FRQIXVHG�DQG�XQKDSS\����+HU�JXLOW�DW� OHDYLQJ�KLP�PDNHV�KHU� LQGXOJHQW��DOORZLQJEHKDYLRXU�VKH�ZRXOG�QRW� WROHUDWH�RWKHUZLVH��6KH�EULEHV�KLP�� WULHV� WR�EX\�KLV� ORYH���7KH� UHODWLRQVKLS� EHFRPHV� XQEDODQFHG� DQG� XQIXOILOOLQJ� IRU� WKHP� ERWK��� %DELHV� DUHFDSDEOH�RI� MHDORXV\�DOPRVW� IURP�ELUWK��� ,I�ZH� ILOO� WKH�GHYHORSLQJ�PLQG�ZLWK�QHJDWLYHHPRWLRQV��UHMHFWLRQ��DQJHU��MHDORXV\��ZH�VWRUH�XS�D�YDVW�KRUQHW¶V�QHVW�IRU�WKH�IXWXUH���
³(YHU\� FLWL]HQ¶V� VRQ�� WKH� FKLOG� RI� D� FKDVWH� PRWKHU�� ZDV� IURP� WKH� EHJLQQLQJUHDUHG��QRW� LQ�WKH�FKDPEHU�RI�D�SXUFKDVHG�QXUVH��EXW� LQ� WKDW�PRWKHU¶V�ERVRPDQG� HPEUDFH�� DQG� LW� ZDV� KHU� VSHFLDO� JORU\� WR� VWXG\� KHU� KRPH� DQG� GHYRWHKHUVHOI�WR�KHU�FKLOGUHQ�´��7DFLWXV��&RPSOHWH�:RUNV HG�+DGDV�5+0RGHUQ�/LEUDU\������S�����
7KH�JORU\� WKDW�ZDV�5RPH� UHIOHFWHG� WKH� ³VSHFLDO´� JORU\� RI� WKH�GHYRWHG�PRWKHU� RI� LWVFKLOGUHQ��DFFRUGLQJ�WR�7DFLWXV��7KH�QXUWXULQJ�UROH�RI�PRWKHUKRRG�ZDV�DFFRUGHG�D�KLJKSODFH�LQ�WKH�DQQDOV�RI�DQFLHQW�KLVWRU\�� OHDYLQJ�WKH�FRQTXHVW�RI�IRUHLJQ�QDWLRQV� LQ�WKHKDQGV� RI� PHQ�� 5ROH� PRGHOV� DQG� KHURHV� ZHUH� DEXQGDQW� ZLWKLQ� D� GLVFLSOLQHGIUDPHZRUN�WKDW�HQFRPSDVVHG�PLOLWDULVP�DQG�VWULFW�FRGHV�RI�KRQRXU�FDSDEOH�RI�OHDYLQJD� OHJDF\� RI� FLYLOLVDWLRQ� WR� WKH� ZHVWHUQ� ZRUOG� WKDW� ODVWHG� RYHU� WZR� PLOOHQQLD�� 7KH
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GHFOLQH�RI�5RPH�ZDV�DFFRPSDQLHG�E\�WKH�QHJOHFW�RI�LWV�FKLOGUHQ��OHIW�³LQ�WKH�FKDPEHURI�D�SXUFKDVHG�QXUVH´�
$Q�HDUO\�H[SHULPHQW
7KH� +RO\� 5RPDQ� (PSHURU� )UHGHULFN� ,,� ���������� ZDV� FXULRXV� WR� NQRZ�ZKDWODQJXDJH�EDELHV�ZLOO�VSHDN�LI�QRERG\�VSHDNV�WR�WKHP��KH�KLUHG�IRVWHU�PRWKHUVDQG� ZHWQXUVHV� WR� FDUH� IRU� WKHP� VLOHQWO\� ±� DOO� GLHG� IRU� WKH\ ³FRXOG� QRW� OLYHZLWKRXW�SHWWLQJ�DQG� MR\IXO� IDFHV�DQG� ORYLQJ�ZRUGV�«RU�VZDGGOLQJ�VRQJV´� >6�$6]XUHN� �6)&$�� 86$ ��0RGHUQ� 3HUVSHFWLYHV� LQ� ,QWHUQDWLRQDO� &KLOG� 3V\FKLDWU\� �9RO� �� RI� �� RI� 0RGHUQ3HUVSHFWLYHV�LQ�3V\FKLDWU\� HG��+RZHOOV��2OLYHU�	�%R\G��(GLQEXUJK�����@7KLV�PD\�EH�WKH�ILUVW�UHFRUGHG�H[DPSOH�RI�D�GHOLEHUDWH�H[SHULPHQW�IRU�WKH�SXUSRVH�RIUHVHDUFK�� 1RZDGD\V� DQLPDOV� DUH� RIWHQ� XVHG� LQVWHDG��� 7KH� SUHVHQW� SUDFWLFH� RISODFLQJ�EDELHV�LQ�IXOOWLPH�JURXS�FDUH�PD\�EH�FRQVLGHUHG�DQ�XQLQWHQWLRQDO�H[SHULPHQWGXH� WR� WKH� ODFN� RI� FHUWDLQW\� DERXW� WKH� HIIHFWV�� ,W� PD\� EH� QR� OHVV� FUXHO�� $V� ZLOO� EHVKRZQ��UHVHDUFK�RQ�FKLOGFDUH�ZDV�DYDLODEOH�IRU�DQ\RQH�ZKR�FDUHG�HQRXJK�WR�ORRN�IRULW�� 'RXEWV� DERXW� WKH� WKRURXJKQHVV� DQG� YDOLGLW\� RI� UHFHQW� %ULWLVK� UHVHDUFK� LPSHOH[DPLQDWLRQ�RI�HDUOLHU�ZRUN��HVSHFLDOO\�LQ�WKH�OLJKW�RI�+RZHOOV¶�FRQFOXVLRQ�WR�&KDSWHU�9DERYH��³OHVV�ZHOO�DGMXVWHG�LQGLYLGXDOV�HQWHU�FKLOGFDUH´�
,W� PD\� EH� QR� FRLQFLGHQFH� WKDW� *HUPDQ� UHVHDUFK� ZDV� VXIILFLHQWO\� WKRURXJK� WRSHUVXDGH�WKH�JRYHUQPHQW�WKDW�WKUHH�\HDUV¶�SDUHQWDO�OHDYH�ZDV�ZRUWK�KDYLQJ��KRZHYHUKLJK�WKH�SULFH��'D\FDUH�IRU�EDELHV� LV�VWLOO�FRQVLGHUHG�³IRU� IDPLOLHV� LQ�QHHG´� LQ�IRUPHU:HVW� *HUPDQ\� ZKLOH� LQ� IRUPHU� (DVW� *HUPDQ\� GD\FDUH� ZDV ³WR� HGXFDWH� WKHVRFLDOLVW�SHUVRQDOLW\´ ��D�JRDO�VKDUHG�ZLWK�WKH�,VUDHOL�NLEEXW]LP����)URP�WKH�DJH�RIWKUHH�\HDUV��DOO�*HUPDQ�FKLOGUHQ�DUH�HQWLWOHG� WR�NLQGHUJDUWHQ��� (YHQ�6ZHGHQ�GRHVQRW� JUDQW� WKUHH� \HDUV¶� SDUHQWDO� OHDYH� GHVSLWH� SDUHQWDO� SOHDV��� 6ZHGHQ� KDV� EHHQUHYHUHG�IRU�LWV�VXSHULRU�FKLOGFDUH��FRQVLGHUHG�WKH�EHVW�LQ�WKH�ZRUOG��,I�6ZHGLVK�FDUH�LVVR� ZRQGHUIXO�� ZH� PLJKW� DVN�� ZK\� GR� SDUHQWV� SOHDG� IRU� WKH� ULJKW� WR� GR� WKH� MREWKHPVHOYHV"�6LJQLILFDQWO\� FKLOGFDUH�IRU�SURILW�ZDV�EDQQHG�LQ�6ZHGHQ�EHIRUH��������
*URXS�FDUH�IRU�EDELHV�ZDV�DVVRFLDWHG�ZLWK�SRYHUW\�DQG�QHJOHFW�LQ�9LFWRULDQ�%ULWDLQ�

³7KHUH� FKLOGUHQ� GZHOO� ZKR� NQRZ� QR� SDUHQWV¶� FDUH´��� 2USKDQV� ZHUH� OHIW� LQJURXS�FDUH��XVXDOO\�VTXDOLG�� �'HFDGHV�ODWHU�³7KH�SRRU�OLWWOH�RQHV�ORFNHG�XSDOO� GD\´@�� HQDEOHG� ZRPHQ� WR� ZRUN� LQ� WKH� /LQFROQVKLUH� )HQV� RI� ������ RIWHQDGGLFWHG�WR�RSLXP�IURP�LQIDQF\���6SDOGLQJ�ZDV�WKH�FHQWUH�RI�WKH�ORFDO�GUXJ�WUDGH ����$� ZLWFKHV¶� EUHZ� RI� RSLXP�� WUHDFOH� DQG� VDVVLIUDV� SDFLILHG� EDELHV� OHIW� ZLWK� DYLOODJH� PLQGHU� ZKLOH� PRWKHUV� ZRUNHG� PRVW� RI� WKH� \HDU� LQ� PDUVK\� ILHOGV� WRVXSSOHPHQW� VXEVLVWHQFH� ZDJHV�� $� YLVLWRU� PLJKW� GLVFRYHU� ³KDOI� D� GR]HQEDELHV�� VRPH�VQRULQJ��VRPH�VTXLQWLQJ�� DOO� SDOOLG� DQG�H\H�VXQNHQ�� O\LQJDERXW� WKH� URRP´� LQ� QHHG� RI� PHGLFDO� DWWHQWLRQ� DIWHU� KHIW\� GRVHV� RI� ³0U*RGIUH\¶V�&RUGLDO´��RU�D�ORFDO�HTXLYDOHQW����
(LJKWHHQWK�FHQWXU\�/RQGRQ�EDELHV�RI�WKH�ULFK�� VKDUHG�ZLWK�7KRPDV�&RUDP�+RVSLWDOIRXQGOLQJV�EDQLVKPHQW�WR�FRXQWU\�ZHWQXUVHV�XQWLO�WKHLU�UHWXUQ�DW�IRXU�\HDUV�ROG����7KLVZDV�WKH�DFFHSWHG�WUDGLWLRQ�RI�WKH�GD\��1R�LQYHVWLJDWLRQ�RI�HIIHFWV�KDV�\HW�PDWHULDOLVHG�7KH� FDUH� ZDV� SUHVXPDEO\� µXS� FORVH� DQG� SHUVRQDO¶ RQ� D� RQH�WR�RQH� EDVLV�� DOEHLWVKDUHG� ZLWK� WKH� QDWXUDO� FKLOG� RI� WKH� QXUVLQJ� PRWKHU�� � )HDUV� RI� EDELHV� EHLQJ



�

H[FKDQJHG� E\� DFFLGHQW� RU� LQWHQW� ZHUH� XQGHUVWDQGDEOH�� 3UHVXPDEO\� WKH� LQGLYLGXDOFDUH�UHFHLYHG�E\�HDFK�EDE\�IRU�WKH�ILUVW�IRXU�\HDUV�SURYLGHG�FRQWLQXLW\�RI�DWWDFKPHQWDQG�VRPH�VRFLDOLVLQJ�ZLWK�RWKHU�FKLOGUHQ� LQ� WKH� IRVWHU�IDPLO\��7KH�HIIHFW�RI�EUHDNLQJVHFXUH�DWWDFKPHQWV�DW� IRXU�PD\�EH� UHOHYDQW� WR�%ULWLVK�KLVWRU\�� KDYLQJ� DFFRPSDQLHGWKH�,QGXVWULDO�5HYROXWLRQ�DQG�(PSLUH�

7KH�2ULJLQ�RI�0DQQHUV
³$ERXW�WKLV�WLPH�LW�EHFDPH�HDV\�WR�ZRUN�RQ�KLV�IHHOLQJV�DQG�PDNH�KLP�GRZKDWHYHU�ZDV�ZDQWHG«��$V�WKLV�FKLOG�ZDV�HGXFDWHG�VROHO\�E\�ZRUNLQJ�RQKLV� JRRG� IHHOLQJV�� KH� VRRQ� EHFDPH� DV� WUXWKIXO�� RSHQ� DQG� WHQGHU� DVDQ\RQH� FRXOG� GHVLUH´>'DUZLQ�� &KDUOHV�� ����� LQ� 0LQG �4XDUWHUO\�� SS� �������� $%LRJUDSKLFDO�6NHWFK�RI�DQ�,QIDQW@

2QH� RI� WKH� ZRUOG¶V� JUHDWHVW� VFLHQWLVWV�� 'DUZLQ� PDGH� YHU\� PHWKRGLFDO� DQG� GHWDLOHGREVHUYDWLRQV�RI�KLV�VRQ��7KH�EDE\¶V�DWWDFKPHQW� WR�KLV�PRWKHU�DQG�WR�KLV�QXUVH�ZDVVHQVLWLYHO\� GHVFULEHG��$SSDUHQWO\� ELGGDEOH� IURP� D� YHU\� HDUO\� DJH�� VXUURXQGHG� E\� DORYLQJ�IDPLO\�LQ�D�W\SLFDO�9LFWRULDQ�SURIHVVLRQDO�KRXVHKROG��'DUZLQ¶V�FKLOGUHQ�HQMR\HGWKH� DWWHQWLRQV� RI� ERWK� SDUHQWV� DQG� GRPHVWLF� VWDII�� 'DUZLQ� ZDV� DQ� DWWHQWLYH� DQGREVHUYDQW�IDWKHU�ZKR�WRRN�KLV�UHVSRQVLELOLWLHV�VHULRXVO\��� 7KH� LPSRUWDQFH�RI� IDWKHUVKDV�EHHQ�PXFK�RYHUORRNHG� LQ� WKH� JHQHUDO� GHEDWH� DERXW�PDWHUQDO� GHSULYDWLRQ��7KLVGHILFLHQF\�ZDV�QRWHG�E\�'U�-RKQ�+RZHOOV���
3HUVRQDO�REVHUYDWLRQV�LQ�-DPDLFD��:HVW�,QGLHV��LQ�WKH�6L[WLHV�LQGLFDWH�WKH�FUXFLDO�UROHRI� IDWKHUV� DQG� WUDGLWLRQDO� IDPLOLHV� LQ� FRQVWUDLQLQJ� WKH� H[XEHUDQFH� RI� \RXWK� DQGSURYLGLQJ�GLVFLSOLQH�ZLWK�ORYH� >$SS��@ 7KH�EDODQFH�RI�WZR�SDUHQWV�RI�RSSRVLWH�VH[�LQ�DVWDEOH� UHODWLRQVKLS� UHPDLQV� WKH� EHVW� IRUPDW� IRU� LQIDQW� DQG� MXYHQLOH� DGMXVWPHQW���8QIRUWXQDWHO\� -DPDLFD� QRZ� VKDUHV� ZLWK� 6RXWK� $IULFD� D� UHSXWDWLRQ� IRU� KDYLQJ�³WKHZRUOG¶V�PRVW� GDQJHURXV� VWUHHWV´��� 5HJXODU� IOLJKWV� IURP� -DPDLFD� WR� (QJODQG� DUHWKRXJKW� WR� FRQWDLQ�GUXJ� µPXOHV¶� LOOHJDOO\� LPSRUWLQJ� FRFDLQH�ZRUWK�DW� OHDVW���������DZHHN� WR� GHDOHUV� DQG� ������� WR� VLQJOH� PRWKHUV� ZKR� ULVN� WKHLU� OLYHV� E\� FRQFHDOLQJGUXJV�DERXW�WKHLU�ERGLHV��� %ULWDLQ�QRZ�KDV�PRUH�VLQJOHWRQV�WKDQ�WUDGLWLRQDO�IDPLOLHV���7KH�LPSOLFDWLRQV�IRU�IXWXUH�VWDELOLW\�DUH�JUDYH�LQGHHG� +0�7UHDVXU\�LV�QRW�KHOSIXO���
&+,/'&$5(�,1�7+(�+20(
+RZHYHU��WKHUH�ZDV�QR�QHHG�WR�ORRN�RYHUVHDV�IRU�WKH�HIIHFWV�RI�SDUHQWDO�GHSULYDWLRQ�)RU� FHQWXULHV� WKH� %ULWLVK� HPSOR\HG� QDQQLHV� LQ� WKH� KRPHV� RI� WKH� XSSHU�FODVV�� 1RTXDOLW\� RI� FDUH� FRXOG� KDYH� EHHQ� KLJKHU�� HYHU\� PDWHULDO� ZDQW� ZDV� VDWLVILHG�KRXVHKROGV�ZHUH� UHSOHWH�ZLWK� VHUYDQWV�ZLWKLQ� D� KLHUDUFK\� RI� QHHGV� XQGUHDPW�RI�E\0DVORZ��� 7KH� WUDGLWLRQ� JHQHUDOO\� ZRUNHG�ZHOO� IRU� WKH� DGPLQLVWUDWLRQ� RI� (PSLUH�� \HWVXFFHVV�HOXGHG�HYHQ�WKH�ULFKHVW�DQG�PRVW�LQIOXHQWLDO�IDPLOLHV�LI�FKLOGUHQ�ZHUH�OHIW�WRRORQJ� LQ� WKH� FDUH� RI� KLUHG� KHOS�� KRZHYHU� ZHOO� TXDOLILHG�� %DELHV� DQG� FKLOGUHQ� RIWHQVXIIHUHG�HPRWLRQDO�GHSULYDWLRQ��VSXUULQJ�WKH�ZRUN�RI�6LJPXQG�)UHXG�DQG�RWKHUV�



�

0DWHULDO�FRPIRUWV�DQG�VRFLHWDO�PRUHV�FRPELQHG�ZLWK�WKH�EHVW�HGXFDWLRQ�PRQH\�FRXOGEX\�WR�DPHOLRUDWH�WKH�LOO�HIIHFWV�RI�SDUHQWDO�QHJOHFW�WKURXJK�JRRG�VFKRROLQJ��DOWKRXJKVRPH� IRXQG� ERDUGLQJ� VFKRRO� YHU\� KDUVK��� %XOO\LQJ�ZDV� D� IDPLOLDU� SDUW� RI� ERDUGLQJVFKRRO�OLIH�EXW�LV�QRZ�D�PDMRU�SUREOHP�LQ�WKH�VWDWH�VHFWRU��HYHQ�LQ�QXUVHU\�VFKRROV���&KLOGUHQ�ZKR� DUH� GLIIHUHQW� LQ� DQ\�ZD\� IURP� WKHLU� SHHUV� DWWUDFW� DWWHQWLRQ��� :KHWKHUGLVDEOHG��FOHYHUHU��PRUH�VHQVLWLYH�RU�ZHDNHU��D�FKLOG� LV� OLNHO\� WR�EH�VXEMHFWHG� WR� WKHWDXQWV�DQG�DWWDFNV�RI�RWKHUV� >$SS��@� ,V� LW�PHUH�FRLQFLGHQFH� WKDW�EXOO\LQJ�VWHPV�IURPWKH�VDPH�LQVHFXULWLHV�IRUPHUO\�H[SHULHQFHG�E\�WKH�ULFK��FDUHG�IRU��³LQ WKH�FKDPEHU�RID�SXUFKDVHG�QXUVH´"���(PRWLRQDO�GHSULYDWLRQ�DQG�LQVHFXULW\�IXHO�WKH�QHHG�WR�FRQWURO���
%XOO\LQJ�RIWHQ�DFFRPSDQLHV�JDQJ�EHKDYLRXU��3HHU� ERQGLQJ�ZDV�QRWHG� LQ� VWXGLHV� RIZDUWLPH�RUSKDQV���� �%ULWDLQ¶V�SXEOLF�VFKRROV�ZHUH�QRWRULRXV� IRU�SHHU�ERQGLQJ�NQRZQDV�³WKH�ROG�VFKRRO�WLH´��RQO\�UHFHQWO\�VXSHUVHGHG�E\�PRUH�GHPRFUDWLF�FRQYHQWLRQV���
1R�KDOI�EDNHG�WKHRULHV�IURP�0UV�%HHWRQ
³$�PRWKHU¶V�UHVSRQVLELOLWLHV�DUH� WKH�JUHDWHVW� WKDW�D�ZRPDQ�FDQ�KDYH�� IRU�ZLWKKHU� UHVWV� QRW� RQO\� WKH� FDUH� RI� KHU� FKLOGUHQ�� IRU� WKHLU� GDLO\� QHHGV� RI� IRRG�FORWKLQJ�DQG�WKH�OLNH��EXW�ZKDW�LV�HYHQ�PRUH�LPSRUWDQW��WKHLU�PRUDO�WUDLQLQJ��1RPDWWHU�ZKDW� JRRG� QXUVHV� DQG� DWWHQGDQWV� VKH�PD\� EH� DEOH� WR� HQJDJH� IRU� KHUOLWWOH� RQHV��ZKDW� SOHDVXUHV�� FKDQJHV� RI� DLU��PRGHO� QXUVHULHV�� WR\V� DQG� ERRNVVKH�PD\�DIIRUG�IRU�WKHLU�EHQHILW��VKH�VKRXOG�VWLOO�GHYRWH��DW�DQ\�UDWH��VRPH�SDUWRI�KHU� WLPH� WR� WKHP��VKRXOG�EH�ZLWK� WKHP�RIWHQ��VKRXOG�NQRZ� WKHLU� LQGLYLGXDOFKLOGLVK�WDVWHV�DQG�IDXOWV��DQG�VWULYH�E\�KHU�LQIOXHQFH��SUHFHSWV�DQG�H[DPSOH�WRPDNH�WKHP�ZKDW�VKH�KRSHV�WKH\�PD\�EH�LQ�WKH�IXWXUH�³$�PRWKHU¶V�LQIOXHQFH�LV�JUHDWHU�WKDQ�DQ\�RWKHU�ZLWK�FKLOGUHQ��LW�LV�HDVLHU�IRU�KHUWKDQ�DQ\RQH�HOVH�WR�WUDLQ�WKHP�DULJKW�LI�VKH�EH�D�JRRG�DQG�ORYLQJ�RQH��DQG�WKHOLWWOH�RQHV�ZLOO�UDWKHU�REH\�KHU�FRPPDQGV�WKDQ�WKRVH�RI�QXUVH�RU�JRYHUQHVV��QRPDWWHU� KRZ�NLQG� WKHVH�PD\� EH� WR� WKRVH� XQGHU� WKHLU� FKDUJH�� 6RPH�ZRPHQ� RIIDVKLRQ��OLYLQJ�FRQVWDQWO\�LQ�VRFLHW\��GHQ\�WKDW�WKH\�KDYH�WLPH�WR�JLYH�WKHLU�OLWWOHRQHV��WKHLU�YLVLWV�WR�VFKRROURRP�RU�QXUVHU\�DUH�OLNH�WKRVH�RI�WKH�DQJHOV��IHZ�DQGIDU� EHWZHHQ�� 7KH\� KDYH� HYHU\WKLQJ� EHDXWLIXOO\� DSSRLQWHG� LQ� WKH� FKLOGUHQ¶VTXDUWHUV�� DQG� ILUVW�UDWH� QXUVHV� DQG� JRYHUQHVVHV�� DQG� WKH\� FDQQRW� WDNH� WLPHIURP�JDLHW\�DQG�SOHDVXUH�±�VSDUHG��KRZHYHU��E\�WKH�KLJKHVW�ODG\�LQ�WKH�ODQG�IRUWKDW�SXUSRVH�±�WR�GHYRWH�WR�ZKDW�WKH\�WKLQN�FDQ�EH�REWDLQHG�IURP�KLUHG�VHUYLFH�,W� LV�D�PLVWDNH��QR�QXUVH�FDQ�GR�ZKDW�D�PRWKHU�FDQ��DQG�WKH�UDFH�RI�JRRG�ROGQXUVHV�LV�IDVW�G\LQJ�RXW��:H�GR�QRW�RIWHQ�VHH�LQ�PRGHUQ�QXUVHULHV��ZLWK�DOO�WKHLUQHZ�IXUQLWXUH�DQG�FRQYHQLHQFH��WKRVH�ZKR�KDYH�QXUVHG�D�IRUPHU�JHQHUDWLRQ�RIWKH�IDPLO\��ZKR�FDUH�IRU�WKH�FKLOGUHQ�DV�WKHLU�RZQ��DQG�ZKR�KDYH�IHZ�WKHRULHV�EXW�PXFK�SUDFWLFDO�NQRZOHGJH�RI�KRZ�WR�WUHDW��ERWK�LQ�VLFNQHVV�DQG�KHDOWK��WKHOLWWOH� RQHV� LQ� WKHLU� FDUH´&KDSWHU� /;;,� 0DQDJHPHQW� RI� 1XUVHU\� HWF�� 0UV� %HHWRQ¶V� %RRN� RI+RXVHKROG�0DQDJHPHQW�:DUG�/RFN��������
7KH�UHIHUHQFH�WR�4XHHQ�9LFWRULD��³WKH�KLJKHVW�ODG\�LQ�WKH�ODQG´��LV�ERWK�WRXFKLQJ�DQGLOOXPLQDWLQJ�� DV� LV� WKH� DVVHUWLRQ� WKDW� PRWKHUKRRG� FRQYH\V� WKH� ³JUHDWHVWUHVSRQVLELOLWLHV´�� 1HLWKHU� 9LFWRULD� QRU� KHU� VXFFHVVRUV� FRXOG� FODLP� WRWDO� VXFFHVV�KRZHYHU��$OWKRXJK�RQO\� LQ�KHU�WZHQWLHV�� WKH�SUDJPDWLF�0UV�%HHWRQ�SRVVHVVHG�JUHDWZLVGRP� LI� OLWWOH� NQRZOHGJH� RI� WKH� ZRUOG� RXWVLGH� KHU� RZQ� SULYLOHJHG� H[LVWHQFH�� $Q
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HQWLUHO\�GLIIHUHQW�SLFWXUH�RI�9LFWRULDQ� OLIH�H[LVWV� LQ�WKH�QRYHOV�RI�&KDUOHV�'LFNHQV�DQGFRQWHPSRUDU\�GHVFULSWLRQV�RI�SRYHUW\�DQG�WKH�QRWRULRXV�ZRUNKRXVH�DV�LQ�'RFNUD\�
7KH�GHYHORSPHQW�RI�IHHGLQJ�ERWWOHV�VDZ�WKH�GHFOLQH�RI�WKH�ZHWQXUVH��EDELHV�FRXOG�EHIHG� E\� DQ\RQH�� 8QOLNH� WRGD\�� WKH� 9LFWRULDQ� PRWKHU� ZDV� VXUURXQGHG� E\� IDPLO\� DQGKHOSHUV�� 1XUVHV� DQG� QXUVHPDLGV� DERXQGHG�� ,QIDQW� PRUWDOLW\� ZDV� KLJK� EXW� VR� ZDVIHFXQGLW\��� 1HZ�EDELHV�DUULYHG�DOPRVW�HYHU\�\HDU�LQ�VRPH�KRPHV�DQG�PRWKHUV�ZHUHRIWHQ�H[KDXVWHG��6LEOLQJV�RIWHQ�WRRN�FDUH�RI�WKH�\RXQJHU�RQHV�DQG�PDQ\�EDELHV�ZHUHSRRUO\� SDUHQWHG��� 5HFHQW� UHVHDUFK� ILQGV� FKLOGUHQ� EHQHILW� IURP� WKH� OHVV� GLYLGHGDWWHQWLRQ�RI�SDUHQWV�ZLWK�RQO\�WZR�RU�WKUHH�FKLOGUHQ��� )RU�WZR�FHQWXULHV�WKH�WUDGLWLRQ�RIKLULQJ�OLYH�LQ�KHOS�ZRUNHG�ZHOO�HQRXJK�WR�EHFRPH�HYHQ�PRUH�SRSXODU�LQ�D�WKLUG���
6WUDQJHO\�� QR� HPSLULFDO� UHVHDUFK� DSSHDUV� WR� H[LVW� RQ� WKH� HIIHFWV� RI� KRXVHKROGFKLOGFDUH��+RZHYHU�� WKHUH�DUH�D�JUHDW�PDQ\�ELRJUDSKLFDO�DQG�DQHFGRWDO�DFFRXQWV�RIFKLOGUHQ�ZKRVH�OLYHV�ZHUH�EOLJKWHG�E\�SDUHQWDO�QHJOHFW�GHVSLWH�WKH�EHVW�TXDOLW\�FDUH�DPRQJ�WKHP�:LQVWRQ�&KXUFKLOO��WKH�XOWLPDWH�UROH�PRGHO��&KXUFKLOO�ZDV�D�GHYRWHG�VRQDQG�KXVEDQG��+LV�XSEULQJLQJ�ZDV�W\SLFDO�RI�%ULWLVK�XSSHU�FODVV�WUDGLWLRQV��D�QDQQ\�LQWKH�HDUOLHVW�\HDUV�DQG�SXEOLF�VFKRRO�DV�D�ERDUGHU�LQ�DGROHVFHQFH��&KXUFKLOO�LGHDOLVHGKLV�PRWKHU�ZKR�UDUHO\�VSHQW� WLPH�ZLWK�KHU�VRQ�GHVSLWH�RU�EHFDXVH�RI�KLV�SUHPDWXUHELUWK�WZR�PRQWKV�HDUO\��� 7KH�QHFHVVDU\�VHSDUDWLRQ�RI�PRWKHU�DQG�FKLOG��LQWHQVLILHG�E\KLJK� OHYHOV� RI� DQ[LHW\� DERXW� SUHPDWXUH� EDELHV�� LV� NQRZQ� WR� FDXVH� GLIILFXOWLHV� LQERQGLQJ��� $Q[LHW\�LV�LQ�LWVHOI�D�ULVN�IDFWRU�LQ�DQ\�UHODWLRQVKLS���
³$� FHUWDLQ� DPRXQW� RI� DJJUHVVLYH�� DQWLVRFLDO� EHKDYLRXU� FRXOG� KDYH� EHHQH[SHFWHG´��� $V� D� ER\� &KXUFKLOO� LQIOLFWHG� D� GHHS� NQLIH� ZRXQG� DFURVV� WKH� SDOP� RIDQRWKHU�ER\�ZKR��SURXGO\��ERUH�WKH�VFDU�IRU� OLIH��� 7URXEOHVRPH�DQG�DQJU\� LQ�\RXWK�WKH�DGXOW�PDQ� LGHDOLVHG�KLV�ZLIH��&OHPHQWLQH�+R]LHU��� $OO� KLV� OLIH�&KXUFKLOO� VXIIHUHGDFXWH�PHQWDO�DJRQ\��HVSHFLDOO\�LQ�WLPHV�RI�VWUHVV��FDOOLQJ�KLV�GHHS�GHSUHVVLRQV�µ%ODFN'RJ¶��,W�LV�WKRXJKW�KLV�PRWKHU¶V�GLVWDQFH�IURP�KHU�VRQ�JDYH�ULVH�WR�GHVSDLU�EDVHG�RQSHUFHLYHG�UHMHFWLRQ� �� $OWKRXJK�IRQGO\�UHJDUGHG��WKH�SULPH�FDUHU�ZKR�WRRN�WKH�SODFHRI�KLV�PRWKHU�GLG�QRW�VXSSODQW�KHU�LQ�WKH�PLQG�RI�WKH�FKLOG��WR�WKH�LQIDQW�:LQVWRQ�VKHZDV�NQRZQ�E\�WKH�VHHPLQJO\�LPSHUVRQDO�³:RPDQ\´�RU�³:RR´���
7KH� PRWKHU¶V� KHOS� IRU� LQIDQWV� ZDV� RIWHQ� FDOOHG� VLPSO\� ³1XUVH���� 7KXV�� D� FOHDUGLVWLQFWLRQ�H[LVWHG�EHWZHHQ�WKH�UROH�RI�0RWKHU�DQG�WKDW�RI�KLUHG�FDUHU��FKLOGUHQ�GLG�QRWFRQIXVH�WKHP��$�VHQVH�RI�UHMHFWLRQ�VHHPHG�LQWULQVLF�WR�WKH�UHODWLRQVKLS�ZKHUH�D�FKLOGVSHQW� PRUH� ZDNLQJ� WLPH� ZLWK� WKH� FDUHU�� KRZHYHU� PXFK� ORYHG�� WKDQ� ZLWK� 0RWKHU�FDXVLQJ�³D�SRZHUIXO�VHQVH�RI�ORVV�DQG�DQJHU�����,QVHQVLWLYH�PRWKHUV�DIIHFW�EDELHV�LQPDQ\�ZD\V��� DFWLYH�PDWHUQDO� DJJUHVVLRQ� WRZDUGV� WKH� FKLOG� KDV� EHHQ� REVHUYHG� WRLQWHQVLI\�QHJDWLYH�HPRWLRQV��RIWHQ�SDWKRORJLFDOO\��$SS�
7KH� ZRUN� RI� $QQD� )UHXG� DQG� 'RURWK\� %XUOLQJKDP� DW� WKHLU� ZDUWLPH� +DPSVWHDG1XUVHU\�� UHYHDOHG� VLPLODU� DWWLWXGHV� DQG� GLVWLQFWLRQV� LQ� WKH�PLQGV� RI� VPDOO� FKLOGUHQFDUHG�IRU�E\�VXEVWLWXWH�PRWKHUV��QRQH�RI� WKHP�FRQIXVHG� WKH�UROH�RI� WKH�KLUHG�FDUHUVZLWK�WKDW�RI�WKHLU�RZQ�PRWKHUV��IRU�ZKRP�WKH\�SLQHG��0RWKHUV�SLQHG�HTXDOO\� IRU�WKHLUEDELHV�DQG�ZRXOG� WU\� WR�ILQG� MREV�QHDUE\�� LI�QRW�DW� WKH�QXUVHU\� LWVHOI�ZKHUH�SRVVLEOH�7RGD\¶V�ZRUNLQJ�PRWKHUV�DOVR�PLVV� WKHLU�EDELHV��PDQ\� ILQGLQJ�VHSDUDWLRQ�H[WUHPHO\SDLQIXO�DQG�RIWHQ�WHDUIXO��� /HVV�VHQVLWLYH�PRWKHUV�JURZ�HYHQ�OHVV�VHQVLWLYH�WKH�ORQJHUWKH\�DUH�VHSDUDWHG�IURP�WKHLU�FKLOGUHQ���FRQILUPLQJ�5REHUWVRQ¶V�HDUO\�REVHUYDWLRQV�RIPDWHUQDO�FRROLQJ�WRZDUGV�DQ[LRXV�FKLOGUHQ���
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0DQ\� FKLOGUHQ�RI�ZHDOWK\� FHOHEULW\� SDUHQWV� FRPSODLQ� RI� IHHOLQJ� XQORYHG�DQG� KDYLQJJUHDW�GLIILFXOWLHV�LQ�WKHLU�SHUVRQDO�OLYHV��DPRQJ�WKHP�WKH�VRQ�RI�DFWUHVV�-RDQ�&ROOLQV�6DFKD�1HZOH\�� ���� ³VD\V� KH¶V� DFFHSWHG� WKDW�PRVW� SHRSOH� OLYH� WKHLU� OLYHV� LQ�PLVHU\´DQG�H[SUHVVHV�VRPH�ELWWHUQHVV�RYHU�KLV�PRWKHU¶V�VHOI�LQWHUHVW�� ³KHU�HWHUQDO�\RXWK� LVGRZQ�WR�D�UHIXVDO�WR�ZRUU\�WRR�PXFK�DERXW�WKH�HIIHFWV�RI�KHU�DFWLRQV�RQ�RWKHU�SHRSOH´>7LPHV� 0DJD]LQH 2FWREHU� ����@ 6DFKD¶V� GHSUHVVLRQ� VHHPV� WR� EH� GHHS�URRWHG� DQG� DOO�SHUYDGLQJ�� LQ�PRXUQIXO�PRRG�� KH� LPDJLQHV� ³PRVW� SHRSOH� OLYH� WKHLU� OLYHV� LQ�PLVHU\´�/LNH�(H\RUH�LQ�:LQQLH�WKH�3RRK� KH�VHHPV�UHVLJQHG�WR�D�OLIH�RI�GHMHFWLRQ�DQG�JORRP�LPDJLQLQJ� HYHU\RQH� HOVH� WR� EH� HTXDOO\� PLVHUDEOH�� D� W\SLFDO� YLFWLP� RI� HPRWLRQDOQHJOHFW��IXUWKHU�FRPSRXQGHG�E\�GLYRUFH��D�NQRZQ�ULVN�IDFWRU���
7KH�FKLOGUHQ�RI�WKH�ZHOO�WR�GR�PD\�KDYH�WKH�KLJKHVW�TXDOLW\�FKLOGFDUH�PRQH\�FDQ�EX\�SHUKDSV�D�1RUODQG�WUDLQHG�QDQQ\�� WKH�EHVW��� 7KH�KRXVHKROG�QXUVHU\� LV� WKHLU�ZRUOG�DQG��HPXODWLQJ�&KULVWRSKHU�5RELQ��� ZDONV�LQ�WKH�SDUN�DQG�LPDJLQDWLYH�SOD\�VWLPXODWHWKH� LQIDQW�PLQG� DQG� SUHSDUH� LW� IRU� SRVLWLRQV� RI� DXWKRULW\� LQ� DGXOWKRRG�� 7KH� EDODQFHEHWZHHQ�DWWDFKPHQW�WR�D�VRPHZKDW�LGHDOLVHG��GLVWDQW��PRWKHU��DQG�WKH�VHQVH�RI�ORVVRI� WKDW� DWWDFKPHQW�� LV� ILQH� LQGHHG�� %XW� 1DQQ\� FDQ� QHYHU� UHSODFH�0RWKHU�� 7KH� WUXHSURIHVVLRQDO� DFNQRZOHGJHV� WKLV� IDFW���$QQD� )UHXG� DQG� 'RURWK\� %XUOLQJKDP� �������IRXQG�³KRZ� LPSRVVLEOH� LW� LV� LQ�D�QXUVHU\�VHWWLQJ� WR�SURYLGH� WKH�FKLOG�ZLWK�D�VXEVWLWXWH� ILJXUHZKR�FDQ�PRWKHU�KLP�DV�ZHOO�DV�KLV�RZQ�PRWKHU�FDQ´� ��
1RU� FDQ� DX� SDLUV� UHSODFH� TXDOLILHG� QDQQLHV�� 8QWUDLQHG� JLUOV� DUH� RIWHQ� H[SORLWHG� E\JUHHG\�SDUHQWV�ZKR�H[SHFW�IDU�WRR�PXFK�IRU�IDU�WRR�OLWWOH��8QGHUSDLG�DQG�RYHUZRUNHG�PDQ\� DX� SDLUV� OHDYH� LQ� VHDUFK� RI� EHWWHU� MREV�� LW� LV� WKH� FKLOGUHQ� ZKR� VXIIHU� IURPYDULDEOH�FDUH�DQG�FKDQJLQJ�DWWDFKPHQWV��� 7KH�KHDG�RI�D�ZHDOWK\�VXEXUEDQ�/RQGRQSULPDU\� VFKRRO� VKXGGHUHG� DV� KH� GHVFULEHG� WKH� GLVUXSWLYH� HIIHFWV� RQ� KLV� SXSLOV���6LJQLILFDQWO\��D�1RUZHJLDQ�VWXG\�VKRZHG�FKLOGUHQ�DW����\HDUV�³UDWHG�E\�WHDFKHUV�WRVKRZ� KLJKHU� OHYHOV� RI� SUREOHPV� ZKHQ� WKHUH� KDG� EHHQ� D� KLJKHU� GHJUHH� RIPDWHUQDO�HPSOR\PHQW«�LQ�WKH�ILUVW�IRXU�\HDUV´� 3DUHQWDO�LQYROYHPHQW�LV�FUXFLDO�LQHDUO\�FKLOGKRRG��UHVHDUFK�LV�QHHGHG�RQ�WLPH�IDFWRUV���
7,0(�,6�2)�7+(�(66(1&(
³7KH� WKLUWHHQ�ZHHNV�RI�D� WHUP�PLJKW� MXVW�DV�ZHOO�EH� WKLUWHHQ�\HDUV´�±� *UDKDP*UHHQH��$�6RUW�RI�/LIH LQ�%RZOE\��$WWDFKPHQW�DQG�/RVV 9RO����6HSDUDWLRQ�±�$Q[LHW\�DQG�$QJHU
2QH�GD\�LQ�WKH�OLIH�RI�DQ�DGXOW�PD\�EH�FRPSDUHG�WR�RQH�KRXU�LQ�WKH�OLIH�RI�D�EDE\��7KHPRVW� LQWHQVLYH�GHYHORSPHQW� WDNHV�SODFH� LQ� WKH� ILUVW�\HDU��� 7ZR�RU� WKUHH�KRXUV�PD\VHHP�DQ�HWHUQLW\��6FKDIIHU¶V�³PLFURVFRSLF�H[DPLQDWLRQ´ RI�D�EDE\¶V�DZDUHQHVV�RIWLPH�DQG�UHDFWLRQV�WR�FKDQJH�DUH�ORQJ�RYHUGXH��� &RQIOLFWLQJ�� LQWHQVH�HPRWLRQV�PD\LQKLELW� EDE\¶V� DELOLW\� WR� OHDUQ��� ,Q� ODWHU� \HDUV� WKH� FRQIOLFW� PD\� LQWHUQDOLVH� LQWRGHSUHVVLYH� LOOQHVV�RU�H[WHUQDOLVH� LQWR�DJJUHVVLRQ��� %R\V�WHQG�WR�H[WHUQDOLVH�FRQIOLFW�ZUHDNLQJ�YHQJHDQFH�RQ�WKH�ZRUOG�DURXQG�WKHP�ORQJ�DIWHU�WKH�RULJLQDO�FDXVH�KDV�EHHQIRUJRWWHQ��� ³$WWDFKPHQW� LQVHFXULW\� LV� DVVRFLDWHG� ZLWK� D� ZLGH� UDQJH� RISV\FKLDWULF�GLVRUGHUV´ ��



�

*URXS�FDUH
/LNH���WK 6HSWHPEHU�������:RUOG�:DU�7ZR�PDUNHG�D�ZDWHUVKHG��FKDQJLQJ�WKH�ZRUOGIRUHYHU��7KH�ZDU�ZDV�SDUWLFXODUO\� VLJQLILFDQW� IRU� WKH�KLVWRU\� RI� IHPDOH� OLEHUDWLRQ�DQGIDPLO\�UHODWLRQVKLSV��0HQ�ZHQW�WR�ZDU�ZKLOH�ZRPHQ�NHSW�IDFWRULHV�UXQQLQJ�DQG�ZRUNHGRQ�WKH�ODQG�LQ�IRRG�SURGXFWLRQ��&KLOGUHQ�ZHUH�HYDFXDWHG�IURP�FLWLHV��5HVHDUFK�RQ�WKHHIIHFWV� RI� DOO� WKHVH� FKDQJHV� KDV� EDUHO\� VFUDWFKHG� WKH� VXUIDFH�� OHDVW� RI� DOO� FKLOGUHQEHLQJ�UDLVHG� LQ�ZKDW�ZHUH�HIIHFWLYHO\�VLQJOH�SDUHQW� IDPLOLHV��7KH�DEVHQFH�RI� IDWKHUVOHG�WR�DQ�XUEDQ�FULPH�ZDYH��)LUP�HPHUJHQF\�PHDVXUHV�WR�GHDO�ZLWK�OD[�GLVFLSOLQHDQG� KLJK� GHOLQTXHQF\� ZHUH� WDNHQ� E\� JRYHUQPHQW� ZLWK� VSHFLDO� VFKHPHV� WRRFFXS\�\RXWK�DQG�NHHS�WKHP�RXW�RI�WURXEOH��� 7KHVH�LQFOXGHG�VWULFW VXUYHLOODQFH�IRUWUXDQWV�� RXW� RI� VFKRRO� FOXEV� DQG� HPHUJHQF\� VFKRROV�³WR� UHVWRUH� FKLOGUHQ� WR� WKHZKROHVRPH�GLVFLSOLQH�RI�VFKRRO�OLIH�´�'HVSLWH�WKH�HQRUPRXV�GLIILFXOWLHV�RI�UDWLRQLQJDQG�RWKHU�ZDUWLPH�GHSULYDWLRQV��WKH�ODFN�RI�KRPH�GLVFLSOLQH�GXH�WR�DEVHQW�IDWKHUV��WKH³SRRU�VKDSH´�RI�WKH�FKLOGUHQ�ZKR�ZHUH�³DQ�XQPLWLJDWHG�QXLVDQFH�IRU�D�WLPH´��WKHUHZDV�³OLWWOH�ODVWLQJ�GHWHULRUDWLRQ�LQ�FRQGXFW��EHKDYLRXU�DQG�FOHDQOLQHVV´�DQG�WKHVHWKLQ� SURGXFWV� RI� ZDUWLPH� %ULWDLQ� ZHUH� WUDQVIRUPHG� LQWR� FUHDWXUHV� RI�³PDJQLILFHQWFRXUDJH´�RI�ZKRP�/RQGRQ�FRXOG�³ZHOO�EH�SURXG´���:H�VKRXOG�WDNH�QRWH�RI�WKLV�
$Q[LRXV� WR� UHVWRUH� WUDGLWLRQDO� IDPLO\� OLIH� DIWHU� ������ WKH� JRYHUQPHQW� SHUVXDGHGZRPHQ�WR�UHWXUQ�WR�KHDUWK�DQG�KRPH��OHDYLQJ�MREV�IRU�WKH�UHWXUQLQJ�PHQ��,Q������'U-RKQ� %RZOE\� SURGXFHG� D� UHSRUW� IRU� WKH� :RUOG� +HDOWK� 2UJDQL]DWLRQ� H[WROOLQJ� WKHYLUWXHV�RI�PRWKHUKRRG�DQG�WKH�GDQJHUV�RI�PDWHUQDO�GHSULYDWLRQ�
0HDQZKLOH��RYHUVHDV��D�QHZ�ZRUOG�RUGHU�EHJDQ�DV�WKH�UH�FUHDWHG�QDWLRQ�RI�,VUDHO�ZDVHVWDEOLVKLQJ� WKH� NLEEXW]LP� 7KLV� ZDV� D� WUXH�� XQWULHG�� H[SHULPHQW� LQ� FKLOGGHYHORSPHQW�
$OWKRXJK� WKH�NLEEXW]LP� LQYROYHG� UHVLGHQWLDO� FKLOGFDUH�� FKLOGUHQ� VDZ� WKHLU� SDUHQWV� LQWKHLU�ZDNLQJ�KRXUV�DW�WKH�EHJLQQLQJ�DQG�HQG�RI�HDFK�GD\��PXFK�DV�ZHVWHUQ�FKLOGUHQPLJKW� VHH� WKHLU� SDUHQWV� EULHIO\� WZLFH� D� GD\�� ,W� VKRXOG� EH� UHPHPEHUHG� WKDW� SDUHQWVZHUH�UHOLHYHG�RI�PDQ\�LUNVRPH�GXWLHV�DQG�FRXOG�DOVR�HQMR\�XQGLVWXUEHG�VOHHS�
7ZR� GHFDGHV� ODWHU�� VWXGLHV� ZHUH� SXEOLVKHG� DERXW� WKH� FKLOGUHQ� RI� WKH� ,VUDHOLNLEEXW]LP��� .LEEXW] LQIDQWV�RIWHQ�VDZ�PRUH�RI�WKHLU�SDUHQWV�WKDQ�WKRVH�RXWVLGH�LQ�WKHQRUPDO�ZRUNLQJ�ZRUOG��� 0RWKHUV�DQG�EDELHV�VSHQW�PXFK�WLPH�WRJHWKHU�XQWLO�ZHDQLQJDW� DERXW� HLJKW� PRQWKV�� DIWHU� WKDW� WLPH�� KRXVHPRWKHUV� WRRN� RYHU�� DOORZLQJ� SDUHQWVOHLVXUH�WLPH�ZLWK�WKHLU�FKLOGUHQ�EHIRUH�DQG�DIWHU�ZRUN���
8QIRUWXQDWHO\�WKH�UHVXOWV�RI�VXFK�FDUH�SURGXFHG�H[WUHPLWLHV�RI�SHHU�SUHVVXUH�DPRQJWKH� FKLOGUHQ� DQG� PDQ\� RWKHU� EHKDYLRXUDO� SUREOHPV� LQFOXGLQJ� DJJUHVVLRQ�� DSDWK\�EXOO\LQJ�� VXVSLFLRQ� RI� FKDQJH�� UHVHQWPHQW� RI� FULWLFLVP�� D� GLVWLQFW� ODFN� RI� QDWXUDOFUHDWLYLW\�ZLWK�D�SDUDOOHO�GLVOLNH�RI�VHHPLQJ�GLIIHUHQW�IURP�RQH¶V�SHHUV��KDYLQJ�D�GHHSUHJDUG� IRU� FRQIRUPLW\�� +RPRVH[XDOLW\� DSSHDUHG� WR� EH� DEVHQW� EXW� LQGLYLGXDOUHODWLRQVKLSV� ZHUH� JXDUGHG� DQG� GLIILFXOW�� :KLOH� PLOLWDU\� ]HDO� LQFUHDVHG�� VRFLDOLQWHJUDWLRQ� DQG� SHUVRQDO� UHODWLRQVKLSV� LQ� WKH� ZLGHU� FRPPXQLW\� ZHUH� ODFNLQJ�� 0DQ\JUDGXDWHV�RI�WKH�V\VWHP�VHHPHG�XQVPLOLQJ�DQG�XQKDSS\�



��

1RW�RQO\� WKH�FKLOGUHQ�VXIIHUHG�EXW�SDUHQWV�DOVR��0RWKHUV�JUHZ� MHDORXV�RI� WKH�FDUHUVDQG�RIWHQ�H[SUHVVHG�UHJUHW�IRU ³WKH�ORVV�RI�WKH�IXOO�GHSWKV�RI�PRWKHULQJ�H[SHULHQFH´���PDNLQJ� WKHLU� UHODWLRQVKLSV� ZLWK� WKHLU� FKLOGUHQ� D� PLQHILHOG� RI� WZLVWHG� HPRWLRQV� DQGYHQJHIXO�WHQGHQFLHV��*XLOW�DQG�IUXVWUDWLRQ�ZHUH�FRPPRQ�LQ�SDUHQWV�ZKR�IHOW�EHWUD\HGE\�WKH�V\VWHP��&KLOGUHQ�IHOW�UHMHFWHG�
7KH�7LPHV RI���WK -XQH������UHSRUWHG�PRGHUQ�,VUDHOL�VFKRROFKLOGUHQ�ZHUH�WR�UHFHLYHOHVVRQV�RQ�SROLWHQHVV�WR�³UHYROXWLRQLVH�D�FRXQWU\�QRW�NQRZQ�IRU�LWV�PDQQHUV´�����\HDUROGV�WR�OHDUQ�³KRZ�WR�DUJXH�ZLWKRXW�UHVRUWLQJ�WR�DEXVH�RU�YLROHQFH´�DQG�³KRZ�WR�ORYH´�7KH�µQHZ�-HZ¶�FDSDEOH�RI�GHIHQGLQJ�WKH�3URPLVHG�/DQG�QHYHU�OHDUQHG�WR�VD\�SOHDVHRU�WKDQN�\RX��&KLHI�5DEEL�-RQDWKDQ�6DFNV�UHPDUNHG�WKHUH�ZDV�QR�ZRUG�IRU�µFLYLOLW\¶�RUµWDFW¶�LQ�+HEUHZ�

,Q� � � � 1HDUO\� IRXU� GHFDGHV� HDUOLHU� LQ�7KH *XDUGLDQ RI� �UG -XO\� ����� WKH� HPLQHQW� FKLOGGHYHORSPHQW�VSHFLDOLVW��'U�-RKQ�%RZOE\�KDG�H[SUHVVHG�WKH�YLHZ�WKDW�KH�WKRXJKW�WKHNLEEXW] V\VWHP� D�PLVWDNH�� %XW� HYHQ� 'U� %RZOE\� FRXOG� QRW� KDYH� LPDJLQHG� WKH� IXOOH[WHQW�RI�WKH�VXIIHULQJ�HQGXUHG�E\�,VUDHOL�FKLOGUHQ�LQ�WKH�FDXVH�RI�HTXDOLW\�
3HUIHFW� NLEEXW]� OLIHVW\OH� KLG� UDSH� DQG� FKLOG� DEXVH��� $� VXLW� KDG� EHHQ� ILOHGDJDLQVW�WKH�.LEEXW]�0RYHPHQW�E\�D��� \HDU�ROG�DFDGHPLF�FODLPLQJ�KH�ZDV�DQXQZLOOLQJ� JXLQHD� SLJ� ZLWK� WKRXVDQGV� RI� RWKHU� FKLOGUHQ� LQ� D� ³JURWHVTXHVRFLDOLVW�KXPDQ�H[SHULPHQW«����WR�FUHDWH�D�QHZ�KXPDQ�EHLQJ�ZKLOH� LQMHFWLQJQHZ�� LPDJLQDU\�FRQWHQW� LQWR�EDVLF�FRQFHSWV�VXFK�DV�SDUHQWV��KRPH��PRQH\�ZRUN��ODQG´�OHDYLQJ�KLP�LQFDSDEOH�RI�ORYH�DQG�RI�EHLQJ�D�FDSDEOH�IDWKHU��8QWLOWKH�����V�PDQ\�FKLOGUHQ�KDG�KDG�RQO\�DQ�LQWHUFRP�DV�D EDE\VLWWHU�DQG�VRPHVKXGGHUHG� DW� WKH� VLJKW� RI� RQH�� RWKHUV� EHLQJ� µSHUPDQHQWO\� SV\FKRORJLFDOO\VFDUUHG¶� WKURXJK�DEXVH�E\�FDUHUV��5LWXDO�DEXVH�ZDV�GHVFULEHG� IURP������ WR�����E\�D�VXUYLYRU�RI�WKH�+RORFDXVW�ZLWK����FRPSODLQWV�RI�UDSH�RI�ZRPHQ�DQGJLUOV�IURP���WR����QRW�UHSRUWHG�WR�SROLFH���2QH�LQ�WKUHH�ZRPHQ�FODLPHG�WR�KDYHEHHQ�VH[XDOO\�DEXVHG�DQG�PDQ\�PRUH�WR�KDYH�EHHQ�WUDIILFNHG��$�FRYHU�XS�ZDVVDLG�WR�EH�GXH�WR�WKH�µUHOLJLRXV�FXOW¶�DWWLWXGH�LQ�NLEEXW]LP�

%2:/%<
,Q� UHFHQW� \HDUV� -RKQ� %RZOE\� KDV� EHFRPH� RQH� RI� WKH� PRVW� VFRUQHG� ILJXUHV� LQFKLOGFDUH�FLUFOHV��'D\FDUH�7UXVW TXRWHV�D�PRGHUQ�VRXUFH�VXJJHVWLQJ�%RZOE\¶V�ZRUNFRQFHDOHG� LPSRUWDQW� IDFWRUV� ³%RZOE\¶V� DWWDFKPHQW� WKHRU\� KDV� VLQFH� FRPH� XQGHUTXHVWLRQ�ZKHQ� LW�ZDV� UHYHDOHG� WKDW� WKH�RULJLQDO� UHVHDUFK�HYLGHQFH�KDG�EHHQ�EDVHGRQ� UHVLGHQWLDO� FDUH� UDWKHU� WKDQ� GD\FDUH� ZKHUH� DWWDFKPHQW� UHODWLRQVKLSV� DUH� TXLWHGLIIHUHQW��([FOXVLYH�PDWHUQDO�FDUH�LV�D�UHFHQW�SKHQRPHQRQ«�´��
%RUQ� LQ� ������ HGXFDWHG� DW� 'DUWPRXWK� 5R\DO� 1DYDO� &ROOHJH� DQG� 7ULQLW\� &ROOHJH�&DPEULGJH��-RKQ�%RZOE\�TXDOLILHG� LQ�PHGLFLQH�DW�8QLYHUVLW\�&ROOHJH�+RVSLWDO�EHIRUHVSHFLDOLVLQJ� LQ�SV\FKLDWU\�DQG�SV\FKRDQDO\VLV��+LV�ZDUWLPH�H[SHULHQFHV� LQ�VHOHFWLQJRIILFHUV�IRU�WKH�%ULWLVK�$UP\�SURYLGHG�D�VSULQJERDUG�IRU�KLV�VXEVHTXHQW�FDUHHU�DW�WKH7DYLVWRFN� &OLQLF� DQG� 0HGLFDO� 5HVHDUFK� &RXQFLO�� ,Q� ����� KH� ZDV� D� PHQWDO� KHDOWKFRQVXOWDQW�WR�WKH�:RUOG�+HDOWK�2UJDQLVDWLRQ��+LV�GHDWK�LQ������LQVSLUHG�SKUDVHV�VXFK



��

DV�³D�WRZHULQJ�ILJXUH´��³D�WUXO\�JUHDW�WHDFKHU´� ,Q�KLV�OLIHWLPH�%RZOE\�ZDV�UHYHUHGIRU� KLV� VXSHULRU� ZLVGRP� DQG� DFXWH� SRZHUV� RI� REVHUYDWLRQ�� +LV� VWXGLHV� RI� ,QIDQW$WWDFKPHQW�EHFDPH�UHJDUGHG�DV�GHILQLWLYH��LI�QRW�LPPXWDEOH��LQ�SRVWZDU�FKLOGFDUH�
%RZOE\� ZURWH� PDQ\� ERRNV� DERXW� $WWDFKPHQW� DQG� LWV� ORVV� 7KHUH� ZDV� QHYHU� DQ\VHFUHW�DERXW�%RZOE\¶V�WHUPV�RI�UHIHUHQFH��)HZ�GD\�QXUVHULHV�H[LVWHG�EHIRUH��������5HVLGHQWLDO� LQVWLWXWLRQV�ZHUH�PRUH�FRPPRQ�ZKHUH�EDELHV�ZHUH�VHSDUDWHG�IURP�WKHLUPRWKHUV� GXH� WR� LOOQHVV�� FRQILQHPHQW� RU�GHDWK�� ,W� EHFDPH� FOHDU� WR�%RZOE\� KRZ� YHU\PXFK� WKH�PDWHUQDO� ERQG�PDWWHUHG� LQ� WKH�HDUO\�GHYHORSPHQW�RI� FKLOGUHQ��EUHDNLQJ� LWRIWHQ�SURYHG�GLVDVWURXV�IRU�WKH�LQGLYLGXDOV�FRQFHUQHG�
+RZHYHU��LW�LV�FOHDU�IURP�KLV�ZULWLQJV�WKDW�%RZOE\�RIWHQ�REVHUYHG�EDELHV�ZKR�ZHUH�QRWLQVWLWXWLRQDOLVHG�� WKH� ILUVW� UHODWLRQVKLS�ZDV� WKH� ³IRXQGDWLRQ� VWRQH� RI� SHUVRQDOLW\´��� LQWKH�ILUVW����PRQWKV�VWURQJ�DWWDFKPHQW�GHYHORSHG�EHWZHHQ�PRWKHU��RU�PRWKHU�ILJXUH�DQG� FKLOG�� HVWDEOLVKLQJ� D� ³G\QDPLF� HTXLOLEULXP´�� � ³PDWHUQDO� ORYLQJ� EHKDYLRXU´H[SUHVVHG� LQ� ³MR\� LQ� WKH�RWKHU¶V�SUHVHQFH´� �� EDE\¶V� ILUVW� VPLOH� HOLFLWV� ³DQ�HOHFWULI\LQJUHVSRQVH´�DQG�PDNHV�PRWKHU�HYHQ�PRUH� UHVSRQVLYH��HYHQ�ZKHQ� WLUHG�DQG� LUULWDEOH�ZKHQ�IHHGLQJ�RU�WHQGLQJ��KLV�VPLOH�LV�KHU�UHZDUG��KHU�UHVSRQVH�D�ORQJ�WHUP�EHQHILW�WRKHU�EDE\���� %DE\�³ORYHV�WR�ZDWFK�D�FKDQJLQJ�VFHQH´�HYHQ�DW���PRQWKV���
6LJQLILFDQWO\��GLIIHUHQFHV�ZHUH�QRWHG�LQ ³KDELWXDO�TXDQWLW\�RI�LQWHUDFWLRQ���H[SUHVVHG�DVD� SHUFHQWDJH� RI� ZDNLQJ� WLPH� WKDW� KH� LV� LQWHUDFWLQJ� ZLWK� KHU´�� ZKLOH� WKH ³JUHDWHVWVLJQLILFDQFH´� OD\� LQ� D� PRWKHU¶V� VHQVLWLYLW\� DQG� WLPLQJ� RI� LQWHUYHQWLRQV�� FUXFLDO� WR� DEDE\¶V�VXFFHVV� LQ� LQLWLDWLQJ�VRFLDO� LQWHUDFWLRQV�ZLWK�KHU��%RZOE\�ZDUQHG�� ³:KHQ� WKHFRQGLWLRQV� DUH� PHW� RQO\� LQ� SDUW�� WKHUH� LV� VRPH� PHDVXUH� RI� IULFWLRQ� DQGGLVFRQWHQW´�DORQJ�ZLWK�LQVHFXULW\��³JUDYH�GHILFLHQFLHV´�RFFXUUHG��SRVVLEO\�HYHQDXWLVP��� 1HLWKHU�EUHDVWIHHGLQJ�QRU�KROGLQJ� WKH�EDE\� IRU� IHHGV�JXDUDQWHHG�VXFFHVVZLWKRXW� WKDW� PDWHUQDO� VHQVLWLYLW\� WR� WKH� EDE\¶V� UK\WKPV� DQG� QHHG� IRU� VXFFHVVIXOLQWHUDFWLRQ���$JDLQ��KH�ZDUQHG��³DQ\�FKDQJH�LQ�WKH�SDWWHUQ�DV�D�ZKROH�UHTXLUHV�DFKDQJH�LQ�WKH�EHKDYLRXUDO�RUJDQLVDWLRQ�RI�ERWK´����
(PRWLRQDO�VHFXULW\�QHFHVVDU\�IRU�EDE\�WR�H[SORUH
7KH�³HQFRXUDJLQJ�� VXSSRUWLYH�PRWKHU��JLYHV� D� VHQVH� RI�ZRUWK�� D� EHOLHI� LQ� WKHKHOSIXOQHVV�RI�RWKHUV�DQG�D�IDYRXUDEOH�PRGHO�IRU�IXWXUH�UHODWLRQVKLSV´���� DQGQRW� OHDVW�� FRPSHWHQFH� IRU� VDIH� H[SORUDWLRQ�� � %RZOE\� UHFRUGHG� WKDW� VHYHUDO� VWXGLHVVKRZHG�VHFXUH�FKLOGUHQ�DW����PRQWKV�³PRUH�FRPSHWHQW�VRFLDOO\��PRUH�HIIHFWLYH�LQSOD\� DQG� PRUH� FXULRXV�� DQG� DOVR� PRUH� V\PSDWKHWLF� WR� RWKHU� FKLOGUHQ¶VGLVWUHVV´� +H�TXRWHV�DQ�LQIOXHQWLDO�SUHGHFHVVRU��3LDJHW��WR�HPSKDVLVH�WKH�LPSRUWDQFHRI� H[SORUDWLRQ� DQG� LQTXLU\� WR� KXPDQ� GHYHORSPHQW�� ³DV� GLVWLQFW� DQG� LPSRUWDQW«�DVIHHGLQJ� DQG� PDWLQJ´�� 7KLV� KDV� VHULRXV� LPSOLFDWLRQV� IRU� WKH� IXWXUH� RI� D� QDWLRQ� OLNH%ULWDLQ�ZKRVH�ZHDOWK� LV� IXHOOHG�E\� WKH�FUHDWLYLW\�DQG� LQYHQWLYH�JHQLXV�RI� LWV�FLWL]HQV�³8QKDSS\�FKLOGUHQ�GR�QRW�H[SORUH«�´���
1HJDWLYH�H[SHULHQFHV�PD\�OHDG�WR�³GHIHFWLYH�FRQWURO��ORZHUHG�UHVLOLHQFH��YXOQHUDELOLW\´DIIHFWLQJ� DGXOW� UHDFWLRQV� WR� HYHQWV�� %RZOE\� ZDV� FRQYLQFHG� WKDW� WKH� HDUOLHVWH[SHULHQFHV� DIIHFWHG� DGXOW� GHYHORSPHQW�� 6RPH� PRUH� H[WUHPH� FDVHV� ZRXOG� EHFODVVLILHG� DV� ³SDWKRORJLFDO´�>$SS� �@� &ULPLQRORJLVWV� FRQILUP� WKH� LOO�HIIHFWV� RI� EURNHQUHODWLRQVKLSV�LQ�HDUO\�GHYHORSPHQW����



��

7KH�P\WK�RI��%RZOE\¶V�µH[FOXVLYH�PDWHUQDO�FDUH¶
7KH� UHIHUHQFH� WR�H[FOXVLYH� PDWHUQDO� FDUH TXRWHG� E\�'D\FDUH� 7UXVW DIWHU� 5XWWHU� 	2¶&RQQRU��� LV� XVHG� E\� FKLOGFDUH� SURSRQHQWV� DV� IXUWKHU� FRQGHPQDWLRQ� RI� %RZOE\¶VHPSKDVLV�RQ�WKH�LPSRUWDQFH�RI�PDWHUQDO�FDUH���+RZHYHU��WKHUH�LV�QRWKLQJ�LQ�KLV�ZRUNWR� VXJJHVW� WKDW� KH� LQVLVWHG� RQ� H[FOXVLYH� PDWHUQDO� FDUH�� +H� RIWHQ� UHIHUV� WR�EULHIVHSDUDWLRQV�� WR� RWKHU� FDUHUV�� GHSXWLHV�� HYHQ� µSULPH� FDUHU¶� DV� D� UHSODFHPHQW� IRUPRWKHU��,Q�IDFW�LW�ZRXOG�KDYH�EHHQ�HFFHQWULF�IRU�VRPHRQH�RI�%RZOE\¶V�VRFLDO�FODVV�WRKDYH�HPSOR\HG�QR�KHOS� IRU�KLV�ZLIH� LQ�FDULQJ� IRU� WKHLU�RZQ�FKLOGUHQ��6XFK�GRPHVWLFKHOS�KDV� ORQJ�EHHQ�D� IHDWXUH� RI�PLGGOH�FODVV� OLIH� LQ�%ULWDLQ� DQG� WKHUHIRUH� WDNHQ� IRUJUDQWHG��%DELHV�DQG�WKHLU�UHODWLRQVKLSV�WR�HYHU\RQH�ZHUH�WKH�VWXII�RI�HYHU\�GD\�OLIH�
/LNH�'DUZLQ�� %RZOE\� REVHUYHG�PRWKHUV� DQG� EDELHV� LQ� JUHDW� GHSWK�� SUREDEO\� LQ� KLVRZQ� KRPH� DQG� DPRQJ� IULHQGV� DV� ZHOO� DV� SURIHVVLRQDOO\�� +LV� VWXGLHV� PDGH� KLPDFXWHO\�DZDUH�RI� WKH�GDQJHUV� LQ� ORQJ�VHSDUDWLRQV�DQG�KH�ZDUQHG�DJDLQVW� WKHP��+HQRWHG� WKDW� WKH�RFFDVLRQDO ZLWKGUDZDO�RI�PRWKHU��QHLWKHU� IUHTXHQW�QRU�SURORQJHG�ZDV� VRRQ� UHSODFHG� ZLWK� FDULQJ� EHKDYLRXU�� ,Q� QRUPDO� FRQGLWLRQV� PRWKHU� DQG� EDE\HDFK ³PDQLIHVWV�LQWHQVH�SOHDVXUH�LQ�WKH�RWKHU¶V�FRPSDQ\�DQG�HVSHFLDOO\�LQ�WKHRWKHU¶V�H[SUHVVLRQV�RI�DIIHFWLRQ«��IRU�EDELHV� WR� ORYH�PRWKHUV�DQG�PRWKHUV� WRORYH� EDELHV� LV� WDNHQ� IRU� JUDQWHG� DV� LQWULQVLF� WR� KXPDQ� QDWXUH´��� 9HU\� FOHDUO\%RZOE\�LV�GHVFULELQJ�QRUPDO�UHODWLRQVKLSV�H[LVWLQJ�LQ�QRUPDO�KRXVHKROGV�RI�KLV�GD\�
:ULWHUV� OLNH�-DQH�6KLOOLQJ�RI�7KH�7LPHV���������� LQGLFDWH� WKH�UHODWLYH�DEQRUPDOLW\�RIFRQGLWLRQV� WRGD\�� ³7KHUH� LV� WKH� ORVV�RI�VRFLDO�DQG�HFRQRPLF� IUHHGRP�� WKH� LQHYLWDEOHFKDQJHV� LQ� RQH¶V� UHODWLRQVKLS� ZLWK� RQH¶V� SDUWQHU�� WKH� LPPHGLDWH� H[KDXVWLRQ� DQGSK\VLFDO� WUDXPD� RI� WKH� ELUWK�� WKH� ORQJHU�WHUP� SK\VLFDO� FKDQJHV� WR� RQH¶V� ERG\�� WKHVOHHS�GHSULYDWLRQ��LVRODWLRQ�DQG�VKHHU�KDUG�ODERXU�RI�EDE\�FDUH�´�:LWKRXW�D�KRXVHKROGRI� VHUYDQWV� DQG� IDPLO\�� FKLOG�UHDULQJ� FDQ� EH� YHU\� ORQHO\�� 'HSUHVVLRQ� LV� FRPPRQ� LQPRWKHUV�ZLWK� WKUHH�RU�PRUH� VPDOO� FKLOGUHQ�DW�KRPH���� ,W� LV�QRW� VXUSULVLQJ� LI�ZRPHQZDQW� µWKH�EHVW�RI�DOO�ZRUOGV¶� �� MREV�DQG�FKLOGUHQ��)RU�VRPH�� LW� LV�D� WUHPHQGRXV� UHOLHIVLPSO\�WR�WDON�WR�DQRWKHU�SHUVRQ�DW�DQ�DGXOW�OHYHO���� 7KLV�LV�HVSHFLDOO\�WUXH�RI�ZRPHQLQ� GLIILFXOW� UHODWLRQVKLSV� RU� WKRVH� ZLWKRXW� UHODWLYHV� QHDUE\���� +RZHYHU� PXFK� ORYHG�VPDOO� FKLOGUHQ� DUH� YHU\� ZHDULQJ�� ,W� LV� LURQLF� WKDW� WKH� SRVW�PRGHUQ� QXFOHDU� IDPLO\GHSHQGV�KHDYLO\�RQ��³H[FOXVLYH�PDWHUQDO�FDUH´��� 7KH�EXUGHQ�LV�WRR�JUHDW�IRU�PRVW�
%RZOE\�VDZ� WKH�ZRUVW�DVSHFWV�RI� UHMHFWLRQ� LQ� UHVLGHQWLDO�FDUH�EXW� LQ� WKH�:+2�����5HSRUW� RQ� 0HQWDO� +HDOWK ZHUH� IRXQG� µSHUPDQHQW� GHOHWHULRXV� HIIHFWV� RI� GD\�QXUVHULHV� DQG� FUHFKHV¶�� 7KHVH� KDYH� EHHQ� GLVUHJDUGHG� E\� ODWHU� UHVHDUFKHUVEHFDXVH� RI� WKH� DVVXPSWLRQ� WKDW� %RZOE\¶V� VWXGLHV� RI� UHVLGHQWLDO� FDUH� KDG� EHHQJHQHUDOL]HG� WR� FRYHU� GD\FDUH���� 7KH\� FRXOG� QRW� KDYH� UHDG� KLV� ZRUN� WKRURXJKO\�$WWDFKPHQW�DQG�/RVV��9RO����6HSDUDWLRQ�±�$Q[LHW\�DQG�$QJHU
3��������(IIHFWV�RI�GDLO\�VXEVWLWXWH�FDUH
0RRUH�����D�RQ�HIIHFWV�DW���\UV��PRVWO\�XQVWDEOH�FDUH�IRU�IXOOWLPH�ZRUNLQJ�,I�EHJXQ�DW���\UV��EHWWHU������LQ�XQVWDEOH�FDUH�EHIRUH����EHFDPH�³FRQVSLFXRXVO\LQVHFXUH� DQG� DQ[LRXV´� E\� ��� FOLQJLQJ�� IHDUIXO�� RWKHU� ��� LQ� ³VWDEOH�� GDLO\



��

VXEVWLWXWH� FDUH´�� �3DUHQWV� RI� FKLOGUHQ� LQ� XQVWDEOH� FDUH� WHQGHG� WR� EH�XQVWDEOHDQG�WUHDWHG�FKLOGUHQ�LQVHQVLWLYHO\�
$� IHZ� ZHUH� XQGHU� �� \HDUV� EXW� DW� �� RU� �� ZHUH� VHHNLQJ� H[WUD� DWWHQWLRQ� IURPPRWKHU�� DQG� VRPH� PRWKHUV� IDLOHG� WR� HVWDEOLVK� FORVH� UHODWLRQVKLSV� ZLWK� WKHLUFKLOGUHQ��$IWHU���\HDUV��VWDEOH�GDLO\�FDUH�VKRZHG�QR�HYLGHQW�SUREOHPV�DW����KDGHQMR\HG�QXUVHU\�VFKRRO�RU�JURXS�FDUH�LQ�IDPLO\�VHWWLQJ��XS�WR���KRXUV�D�GD\�
3���� ³7KH�PRUH�VWDEOH�DQG�SUHGLFWDEOH� WKH� UHJLPH� WKH�PRUH�VHFXUH� D� FKLOG¶VDWWDFKPHQW�WHQGV�WR�EH��WKH�PRUH�GLVFRQWLQXRXV�DQG�XQSUHGLFWDEOH��WKH�UHJLPH�WKH�PRUH�DQ[LRXV�WKH�DWWDFKPHQW´
6RPH�EHFRPH�GHWDFKHG�UDWKHU�WKDQ�DQ[LRXV��LQ�GHVSDLU��RIWHQ�³DJJUHVVLYH�DQGGLVREHGLHQW«DQG�TXLFN�WR�UHWDOLDWH´��HVSHFLDOO\�ER\V��JLUOV�FOLQJ�PRUH�
$�FRQIXVLQJ�PL[WXUH�RI�RSSRVLWH� W\SHV�RI�EHKDYLRXU��DQ[LRXV�DWWDFKPHQW�DQGDJJUHVVLYH� GHWDFKPHQW�� RU� PL[HG�� UHODWHV� WR� DGXOW� SHUVRQDOLW\� GLVRUGHUV³$Q[LHW\� LV� FRPPRQHU� DV� D� QHXURWLF� V\PSWRP� LQ� ZRPHQ� WKDQ� LQPHQ���GHOLQTXHQF\�LQ�PHQ´
$W����DQG�����VDPH�SDWWHUQV�VKRZ�XS�DV�LQ�ILUVW���\HDUV
)XOOWLPH�FDUH�LQ�WKLUG�\HDU�FRQWURYHUVLDO�DQG�FDXWLRQ�QHHGHG�
0DFFRE\�	�)HOGPDQ�RQ����NLEEXW]LP������
3���NLEEXW]�FKLOGUHQ�KDG�VLPLODU�UHDFWLRQV�RI�DQ[LHW\�DW���\UV�ZKHQ�PRWKHUV�OHIWURRP�IRU���PLQXWHV��SOD\�GHFUHDVHG�E\�TXDUWHU�LQ�SUHVHQFH�RI�VWUDQJHUV��RU�òDORQH��FU\LQJ�ZRUVH�IURP����ZLWK�PRWKHU�WR�����ZLWK�VWUDQJHU��WR�����DORQH
3���DQJHU�H[SUHVVHG�DW�HDFK�DJH�ZKHQ�PRWKHU�DEVHQW������DW���\HDUV������DW��ò�������DW����DQ[LRXV�VHDUFKLQJ�DW�����ò��DJLWDWHG�PRYHPHQW�DORQH��RU�IUR]HQ�RUERWK�DOWHUQDWHO\��EDELHV�GLVWUHVVHG�LQ���PLQXWHV
0DUYLQ�������\U�ROG�ER\V�DV�XSVHW� DV�$LQVZRUWK¶V� �� \HDU�ROGV���� \U�ROG� JLUOV³PXFK�PRUH�XSVHW�E\�EHLQJ�OHIW�DORQH´��DQ�µXQH[SHFWHG¶�UHVXOW�� 1,&+'������
/HH�	�0DUYLQ�IRXQG�VH[�GLIIHUHQFHV�µQRW�HDV\�WR�LQWHUSUHW¶�
3�����³H[SHULPHQWDO�VHSDUDWLRQV� ODVWLQJ� ORQJHU� WKDQ�PLQXWHV�DUH� LQDGPLVVLEOHLQ�WKH�FDVH�RI�KXPDQ�\RXQJ´
3����2.�IRU�YHU\�VPDOO�JURXSV�D�IHZ�PRUQLQJV�D�ZHHN
3����%OHKDU������PLG�FODVV�WRGGOHUV�DW����PRQWKV�LQ�SULYDWH�GD\�QXUVHULHV�����KRXUV�SHU�GD\
7HVWHG�DJDLQVW�KRPH�UHDUHG�ZLWK�³FOHDU�GLIIHUHQFHV´
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'XULQJ�PRWKHU¶V�DEVHQFH��$LQVZRUWK�6WUDQJH�6LWXDWLRQ��DOO�H[SORUHG� OHVV� WKDQZKHQ�PRWKHU�ZDV� SUHVHQW� EXW� QRWLFHDEO\� OHVV� LQ� ROGHU� GD\FDUH� FKLOGUHQ�ZKRFULHG�PRUH�WKDQ�KRPH�FDUHG�³ZKR�KDUGO\�FULHG�DW�DOO´�DQG�PRUH�WKDQ�\RXQJHURQHV��2Q�PRWKHU¶V� UHWXUQ��GD\FDUH�FKLOGUHQ�DYRLGHG�KHU�PRUH��HVSHFLDOO\��� \UROGV� ZLWK� LQVHQVLWLYH� PRWKHUV�� 'D\FDUH� FKLOGUHQ� DOVR� DYRLGHG� VWUDQJHU� PRUH³VXFK�D�ILQGLQJ�LV�XWWHUO\�DW�YDULDQFH�ZLWK�WKH�FRPPRQO\�H[SUHVVHG�KRSH�WKDWGD\FDUH�ZLOO�PDNH�D�FKLOG�PRUH�DGDSWDEOH�DQG�LQGHSHQGHQW´
0RRUH� ����� IRXQG� KRPH�UHDUHG� RYHU�VHQVLWLYH� DQG� WLPLG� NHSW� DW� KRPH� WLOO� �\HDUV�� %HWWHU� WR� SOD\� ZLWK� SHHUV� IURP� �� \HDUV� LQ� VDIHW\� WKDQ� VWD\� ZLWK� D³FRQWUROOLQJ�DQG�SRVVHVVLYH�PRWKHU´�
3���� PRWKHU�FKLOG� LQWHUDFWLRQ� LQ� ILUVW� \HDU� KDG� JRRG� HIIHFWV� RQ� GHVLUH� WRH[SORUH��FRQFHQWUDWH�DQG�FRRSHUDWH�GHYHORSLQJ�VHOI�UHOLDQFH�LQ��QG \HDU�DQG�³DKLJK�GHJUHH�RI�WUXVW�LQ�KLV�PRWKHU�DQG�HQMR\PHQW�LQ�KHU�FRPSDQ\´
3���� WKH� PRUH� WUXVWZRUWK\� WKH� PRUH� VHFXUH� WKH� EDVH�� WKH� PRUH� WDNHQ� IRUJUDQWHG��DQG�LWV�LPSRUWDQFH�RYHUORRNHG�DQG�IRUJRWWHQ
,PPHGLDWHO\�EHIRUH�WKH�DERYH�VHFWLRQ�RQ�GD\FDUH��%RZOE\�ZULWHV��S����

��³SV\FKRORJLVWV�KDYH��XQLQWHQWLRQDOO\��DPDVVHG�HYLGHQFH�WKDW�WR�VWDUW�QXUVHU\VFKRRO� PXFK� EHIRUH� WKH� WKLUG� ELUWKGD\� LV� IRU� PRVW� FKLOGUHQ� DQ� XQGHVLUDEO\VWUHVVIXO� H[SHULHQFH��7KH� UHFRUGV�� LQGHHG��PDNH� LW� DSSDUHQW� WKDW� LJQRUDQFH�RIWKH� QDWXUDO� KLVWRU\� RI� DWWDFKPHQW� EHKDYLRXU�� FRXSOHG� ZLWK� D� PLVJXLGHGHQWKXVLDVP� WKDW� VPDOO� FKLOGUHQ� VKRXOG� TXLFNO\� EHFRPH� LQGHSHQGHQW� DQGµPDWXUH¶�KDV�UHVXOWHG�LQ�SUDFWLFHV�WKDW�H[SRVH�FKLOGUHQ��DQG�WKHLU�SDUHQWV��WR�DJUHDW�GHDO�RI�XQQHFHVVDU\�DQ[LHW\�DQG�GLVWUHVV´�
0DQ\�RI�%RZOE\¶V�VXFFHVVRUV�XVH�KLV�UHVHDUFK�VHOHFWLYHO\�IRU�WKHLU�RZQ�SXUSRVHV�([SHUWV� DJUHH� DERXW� WKH� QHFHVVLW\� IRU� D� ZDUP�� ORYLQJ� DQG� FRQWLQXRXV� UHODWLRQVKLSZLWK� WKH� SULPH� FDUHU�� XVXDOO\�PRWKHU��3URIHVVRU�6FKDIIHU� TXRWHV�0DU\�$LQVZRUWK� DWOHQJWK� �VHH� $SS� ���� /RYH� EULQJV� ZLWK� LW� VHQVLWLYLW\� ,QVHQVLWLYLW\� EUHHGVLQVHFXULW\��� HYHQ�UHIHUV�WR�WKH�QHHG�IRU�D ³PXFK�PRUH�PLFURVFRSLF�H[DPLQDWLRQ´RI� WKH�HIIHFWV�RI�D�FKDQJLQJ�FDUHJLYHU�EXW�SDUDGR[LFDOO\�FRQFOXGHV� WKDW�DQ\RQH�FDQQXUWXUH�DW�DQ\� WLPH��DV� LI� WKH�EDE\�KDV�VXGGHQO\�PRUSKHG� LQWR�D� VDFN� RI� SRWDWRHV�7KHUH�LV�QR�GLVFXVVLRQ�RI�KRZ�ORQJ�±�RU�EULHI���D�EULHI�VHSDUDWLRQ PLJKW�EH��DQG�HYHQOHVV� UHIHUHQFH�� LI� DQ\�� WR� ³IUHTXHQW� DQG� SURORQJHG´�� 7KLV� LV� D� YHU\� VLJQLILFDQWRPLVVLRQ�� HVSHFLDOO\� LI ³H[SHULPHQWDO� VHSDUDWLRQV� ODVWLQJ� ORQJHU� WKDQ� PLQXWHV� DUHLQDGPLVVLEOH�LQ�WKH�FDVH�RI�KXPDQ�\RXQJ ´����
,W�LV�DOPRVW�EH\RQG�EHOLHI�WKDW�EDELHV�ZHUH�FRQGHPQHG�WR�³IUHTXHQW�DQG�SURORQJHGVHSDUDWLRQV´��LQ�YDULDEOH�JURXS�FDUH�E\�GHIDXOW�
2WKHU�VWXGLHV
'LVHDVHV� RI� SRYHUW\� SUHYHQWHG� PDQ\� FKLOGUHQ� DWWHQGLQJ� SULPDU\� VFKRRO� LQ� WKH7ZHQWLHV�� 7KH�0F0LOODQ� QXUVHULHV ZHUH� D� QHZ� YHQWXUH� WR� SUHYHQW� GLVHDVH� DQG
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FRXQWHU� WXEHUFXORVLV� LQ�%ULWDLQ��*UHDW� EHOLHYHUV� LQ� VXQVKLQH�� IUHVK� DLU� DQG� H[HUFLVH�WKH� 0F0LOODQ� VLVWHUV� VHW� XS� VHYHUDO� QXUVHULHV� RQ� D� VXFFHVVIXO� SDWWHUQ� DW� 'HSWIRUGZKHUH�����GHSULYHG�WRGGOHUV�HQMR\HG�H[FHOOHQW�IXOOWLPH�QXUVHU\�FDUH�DW�D�FRVW�RI����D�\HDU�HDFK��7KH�VFKHPH�ZDV�WHUPLQDWHG�E\�JRYHUQPHQW�DW�WKH�HQG�RI�WKH�ZDU� ���
,Q� WKH� ����V� WKH� +DPSVWHDG� QXUVHU\� VWXGLHV� RI� 0HODQLH� .OHLQ�� $QQD� )UHXG 	'RURWK\�%XUOLQJKDP REVHUYHG�EDELHV�RI�VLQJOH�RU�ZLGRZHG�PRWKHUV�GXULQJ�:RUOG�:DU,,�� $VVRFLDWHG� ZLWK� RWKHU� FKLOG� VSHFLDOLVWV�� WKH\� SURGXFHG� PXFK� UHVHDUFK� RI� KLJKTXDOLW\��7KH�ERQG�EHWZHHQ�PRWKHU�DQG�FKLOG�ZDV�HVSHFLDOO\�UHFRUGHG��EDELHV�PDGH�DGHILQLWH�GLVWLQFWLRQ�EHWZHHQ�PRWKHUV�DQG�PRWKHU�VXEVWLWXWHV���7KH�SDLQ�RI�VHSDUDWLRQZDV�DOVR�VLJQLILFDQW�LQ�ERWK�PRWKHUV�DQG�EDELHV����� 7KH�ZLVGRP�RI�VHSDUDWLQJ�VLQJOHPRWKHUV�IURP�EDELHV�RQ�D�IXOOWLPH�EDVLV�LV�TXHVWLRQDEOH����
7KH� LQVWLWXWLRQDOL]HG� HQYLURQPHQW� RI� D� GD\� QXUVHU\� FDQQRW� EH� FRPSDUHG� ZLWK� DQXUVHU\� DW� KRPH�� E\� GHILQLWLRQ�� D� GD\� QXUVHU\� LV� DQ� LQVWLWXWLRQ�� 0RUHRYHU� LW� LV� DQLQVWLWXWLRQ� GHSHQGHQW� XSRQ� WKH� IUHTXHQW� DQG� SURORQJHG DEVHQFH� RI�PRWKHUV� ZKRFRXOG� QRW� DIIRUG� WKH� IHHV� RWKHUZLVH�� PRVW� GD\� QXUVHULHV� WRGD\� EHLQJ� RSHUDWHG� IRUSURILW��5HVHDUFK� VKRZV�SULYDWH� GD\� QXUVHULHV� DUH� LQIHULRU���� 4XDOLW\� RI� FDUH� LV� YHU\GHEDWDEOH� LQ� YLHZ� RI� WKH� OHJDO� UHTXLUHPHQW� IRU� RQO\� RQH� DQQXDO� LQVSHFWLRQ���� HYHQZLWK� PLQRU� DGGLWLRQV� XQGHU� WKH� &DUH� 6WDQGDUGV� $FW� ������ /RZ� SD\� DQG� SRRUFRQGLWLRQV�JXDUDQWHH�IUHTXHQW�FKDQJHV�RI�VWDII��D�NQRZQ�ULVN�IDFWRU�IRU�DWWDFKPHQW����
3UHIHUULQJ�WR�LJQRUH�%RZOE\¶V�ZDUQLQJV�RQ�WKH�GDQJHUV�RI�VHSDUDWLRQ��%ULWLVK�FKLOGFDUHH[SHUWV�ORRNHG�HOVHZKHUH�IRU�UHDVVXUDQFH�WKDW�EDELHV�FRXOG�EHQHILW�IURP�JURXS�FDUH�$PHULFD�OHDGV�WKH�ILHOG�ZLWK�H[SHULPHQWDO�ZHOIDUH�VFKHPHV�IRU�WKH�SRRU�
3XEOLFO\�IXQGHG� $PHULFDQ� SURMHFWV� ZLWK� JURXS� FDUH� OLNH� WKH�3HUU\� 3UHVFKRRO�+LJK6FRSH ZHUH�WUHDWPHQWV�WR�DOOHYLDWH�WKH�LOO�HIIHFWV�RI�SRYHUW\��QDPHO\��FULPH��'HSULYHGWKUHH� DQG� IRXU� \HDU� ROGV� ZHUH� JLYHQ� FORVHO\� PRQLWRUHG� GD\FDUH� VL[� KRXUV� D� GD\�0RWKHUV��PRVWO\�VLQJOH�SDUHQWV��ZHUH�YLVLWHG�DW�KRPH�DQG�HQFRXUDJHG�WR�DWWHQG�GD\�FHQWUHV��$V�D�UHVXOW�WKH�FULPLQDOLW\�RI�WKHLU�FKLOGUHQ�ZDV�UHGXFHG�E\�����E\�WKH�DJH�RI���ZLWK� IHZHU�XQGHU����SUHJQDQFLHV�DQG�PRUH�FROOHJH�HQWULHV�DW�D�VDYLQJ�RI���� IRUHYHU\� ��� LQYHVWHG� LQ� WKH� VFKHPH��6LJQLILFDQWO\�� ³IHPDOHV� WUHDWHG«�KDG� VLJQLILFDQWO\KLJKHU� UDWHV� RI� KLJK� VFKRRO� JUDGXDWLRQ�´ *HQHUDO� FRJQLWLYH� DQG� HGXFDWLRQDO� VNLOOVUHPDLQHG�SRRU��KRZHYHU���� %DELHV�ZHUH�QRW�SDUW�RI�WKLV�VWXG\�
7KH�$EHFHGDULDQ SURMHFW���� DW�&KDSHO�+LOO��1RUWK�&DUROLQD��86$�� WUHDWHG�GHSULYHGEDELHV�IURP���PRQWKV�WR�VFKRRO�DJH����KRXUV�D�GD\�����ZHHNV�D�\HDU��7KLV�DOORZHGPRWKHUV�WR�VWD\�LQ�HGXFDWLRQ�DQG�RU�ZRUN���(DUO\�UHVXOWV�VKRZHG�LPSURYHG�FRJQLWLYHVNLOOV� DOWKRXJK ³$IULFDQ� $PHULFDQ� PDOHV� DUH� HVSHFLDOO\� YXOQHUDEOH� WR� SRRU� VFKRROSHUIRUPDQFH´�� +RZHYHU�� DW� ��� \HDUV� WKHUH�ZDV� QR� UHGXFWLRQ� LQ� FULPLQDOLW\���� +LJKTXDOLW\� RI� FDUH� GLG� QRW� LPSURYH� PRUDO� YDOXHV�� ³)DLOXUH� WR� UHSOLFDWH� WKH� 3HUU\3UHVFKRRO¶V�UHGXFWLRQ�LQ�FULPH�DQG�GHOLQTXHQF\�ZDV�GLVDSSRLQWLQJ��HVSHFLDOO\LQ� OLJKW� RI� WKH� VWURQJHU� LQWHOOHFWXDO� DQG� DFDGHPLF� EHQHILWV� IRXQG� LQ� WKH$EHFHGDULDQ�VWXG\�´ ���

$�6ZHGLVK�VWXG\����LV�RIWHQ�TXRWHG�E\�'D\FDUH�7UXVW��³&KLOGUHQ�ZKR�HQWHUHG�SXEOLFO\IXQGHG� GD\FDUH� EHIRUH� WKH� DJH� RI� RQH� SHUIRUPHG� EHWWHU«�´�� 3URIHVVRU� $QGHUVVRQFRQILUPHG�WKDW�RQO\�RQH�WKLUG�RI�WKH�VWXG\�ZHUH�EDELHV�XQGHU�RQH�\HDU�ROG��7KLV�YHU\



��

VPDOO� VWXG\� RI� DERXW� ���� ZDV� WKHUHIRUH� QRW� FRQFOXVLYH� IRU� EDELHV�� 7KH� VWXG\FRQFOXGHG�WKDW�WKH�KRPH�EDFNJURXQG�ZDV�PRUH�LPSRUWDQW�WKDQ�WKH�FDUH�UHFHLYHG����
7KHUH� FDQ� EH� QR� FRPSDULVRQ� EHWZHHQ� H[SHULPHQWDO� UHVHDUFK� SURYLGLQJ� LQWHQVLYHUHPHGLDO�WUHDWPHQW�IRU�GHSULYHG�LQQHU�FLW\�FKLOGUHQ�DQG�LOO�UHJXODWHG�SULYDWH�GD\FDUH�RIYDULDEOH�TXDOLW\��<HW�SXEOLFO\�IXQGHG�ZHOIDUH�VFKHPHV�IRU�WKH�FULPLQDO�SRRU�DUH�XVHGDV�H[DPSOHV�WR�SURYH�WKH�EHQHILWV�RI�µ&KLOGFDUH�IRU�$OO¶��ZKHWKHU�SXEOLF�RU�SULYDWH�
7KH� ODFN� RI� HWKLFV� LQ� SXUVXLQJ� SROLFLHV� WKDW� DUH� XQSURYHQ�� HVSHFLDOO\� FRQFHUQLQJEDELHV��DQG�WKH�XVH�RI�SXEOLFO\�IXQGHG��IRUHLJQ��ZHOIDUH�VFKHPHV�WR�SURPRWH�SULYDWHFDUH��� LQ�%ULWDLQ�GHPRQVWUDWH� WKH� ODFN�RI� UHDO� SURIHVVLRQDOLVP� LQ� FKLOGFDUH��6LQFH�DGXW\� RI� FDUH�PXVW� EH� SUHVXPHG� RQ� WKH� SDUW� RI� DOO� FRQFHUQHG�� QRERG\� LQ� WKH� HQWLUHLQGXVWU\� FDQ� FODLP� LQQRFHQFH����� $OO� DUH� JXLOW\� RI� WKH� JURVVHVW� IRUP� RI� FUXHOW\� E\GHIDXOW�

1DWLRQDO�,QVWLWXWH�IRU�&KLOG�+HDOWK�DQG�+XPDQ�'HYHORSPHQW��86$�
7KH�ODUJHVW�VWXG\�RI�FKLOGFDUH�VR�IDU�FRPSOHWHG�LQ�$PHULFD�LV�WKH�1,&+'�ORQJLWXGLQDOVXUYH\��� FRYHULQJ�DOO� W\SHV�RI�FDUH� LQFOXGLQJ�SULYDWH�GD\FDUH�� � ,Q������WKH�SDQHO�RI��� IHPDOH� DQG� �� PDOH� H[SHUWV� IRXQG� ³VLJQLILFDQW� PDLQ� HIIHFWV� RI� PDWHUQDOVHQVLWLYLW\� DQG� UHVSRQVLYHQHVV´� DQG� ³ER\V� H[SHULHQFLQJ�PDQ\� KRXUV� LQ� FDUHDQG� JLUOV� LQ� PLQLPDO� DPRXQWV� RI� FDUH� VRPHZKDW� OHVV� OLNHO\� WR� EH� VHFXUHO\DWWDFKHG´�� 0RVW� UHFHQW� UHSRUWV� KDYH� EHHQ� FRQWURYHUVLDO�� ILQGLQJ� DJJUHVVLRQ�GLVREHGLHQFH� DQG� RWKHU� EHKDYLRXU� SUREOHPV DV� WKH� FKLOGUHQ� KDYH� JURZQ� ROGHU�%RZOE\� SUHGLFWHG� WKLV� LQ� KLV� UHVHDUFK� RQ�(IIHFWV� RI� 6XEVWLWXWH� 'DLO\� &DUH�� TXRWHGDERYH��+H�DOVR�FRUUHFWO\�SUHGLFWHG�SUREOHPV�ZLWK�NLEEXW] FKLOGUHQ��DV�DERYH�
&21&/86,21
³<RX�FDQ�WDNH�WKH�FKLOG�RXW�RI�WKH�VOXP��EXW�FDQ�\RX�WDNH�WKH�VOXP�RXW�RI�WKHFKLOG"´�-HVVH�-DFNVRQ
%RZOE\� VKRXOG� EH� JLYHQ� WKH� FRQVLGHUDWLRQ� KH� GHVHUYHV�� 0DWHUQDO� VHQVLWLYLW\� DQGUHVSRQVLYHQHVV� UHPDLQ� NH\� IDFWRUV� LQ� WKH� GHYHORSPHQW� RI� WKH� KXPDQ� LQIDQW�� 7KHORQJHU�PRWKHUV�DQG�EDELHV� DUH� VHSDUDWHG�� WKH� JUHDWHU� WKH� GLVWDQFH� EHWZHHQ� WKHP�0RWKHUV� QHHG� VXSSRUW� LQ� ³WKH� PRVW� LPSRUWDQW� MRE� LQ� WKH� ZRUOG´� DQG� EDELHV� QHHGIDWKHUV��)DWKHUV�DUH�HVVHQWLDO�IRU�ER\V�DQG�IRU�EDODQFH��)DPLOLHV�QHHG�KHOS�WR�VXUYLYH�8SVHWWLQJ� WKH� IDPLO\� HTXLOLEULXP� XSVHWV� HYHU\RQH�� (YHQ� H[SHUWV� DJUHH� WKDW� QRWKLQJDIIHFWV�D�FKLOG�VR�PXFK�DV�WKH�KRPH�DQG�WKH�SHRSOH�ZLWKLQ�LW��&ULPLQDO�HQYLURQPHQWVSURGXFH�FULPLQDOV��(QYLURQPHQWV�PXVW�EH�FKDQJHG�DQG�IDPLO\�OLIH�HQFRXUDJHG�
5HVHDUFK� LV� XUJHQWO\� QHHGHG� RQ� WKH� HIIHFWV� RI� ZDUWLPH� GHSULYDWLRQ� DQG� VXFFHVVIXOHPHUJHQF\�PHDVXUHV�WR�FRXQWHU�LWV�HIIHFWV�RQ�FKLOGUHQ�DQG�IDPLOLHV��1HZ��LPDJLQDWLYHDSSURDFKHV�DUH�QHHGHG�WR�FKDQQHO�WKH�LGHDOLVP�DQG�DPELWLRQV�RI�\RXWK�LQWR�FUHDWLYH
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DQG� VRFLDOO\� FRQVWUXFWLYH� DFWLYLWLHV��0HDVXUHV�PLJKW� LQFOXGH� WKH� SURYLVLRQ� RI� GULYLQJOLFHQFHV�RQO\�WR�KROGHUV�RI�*&6(�0DWKV�DQG�(QJOLVK�FHUWLILFDWHV���1R�SDLQ��QR�JDLQ�
,Q�YLHZ�RI�WKH�ORQHO\�QDWXUH�RI�PRGHUQ�PRWKHUKRRG�DQG�RI�WKH�GDQJHUV�WR�FKLOGUHQ�LQKDYLQJ� GHSUHVVHG� SDUHQWV�� LW� LV� HVVHQWLDO� WR� SURYLGH� UHJXODU� KRPH� YLVLWV� DQG� FKLOGFHQWUHV�LQ�HYHU\�FRPPXQLW\�IRU�UHVSLWH��SDUHQW�HGXFDWLRQ�DQG�SDUW�WLPH�FDUH��%DELHVVKRXOG�QRW�EH�OHIW�IRU�IUHTXHQW�DQG�SURORQJHG�SHULRGV��&RPPRQ�VHQVH��UHDOO\�
-RDQ:RRODUG#DRO�FRP
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5HIHUHQFHV
� 7KH�7LPHV���������� 0RVW�GD\�QXUVHULHV� 6HH�$SSHQGL[���)DLOXUHV�RI�DXWKRULWLHV� 6HH�$SSHQGL[���7%�ULVN� ���������%%&��6XUYLYDO�*XLGH������QXUVHU\�FKLOGUHQ�ZLWK�KHDGOLFH� 6HH�$SSHQGL[���3DHGRSKLOHV�IODZHG�FKHFNV� SHUVRQDO�FRPPXQLFDWLRQ� 7KH�7LPHV�:HHNHQG����������� 0HGLD�UHSRUWV�������� 7KH�7LPHV����������1HZERUQV�UHVSRQG�WR�SDUHQWV¶�YRLFHV��VPHOOV�� %2&0�IHHGVWXII�OHDIOHW�� 6\OYD�	�/XQW��S��&KLOG�'HYHORSPHQW��$�)LUVW�&RXUVH %ODFNZHOO�� 'D\FDUH�7UXVW ��5XWWHU�	�2¶&RQQRU������HW�DO�� 9HUGHU�+RZHOOV������� S����6FKDIIHU������S����5XWWHU�	�2¶&RQQRU������� 7LPHV����������� S����6SHLJKW�	�+RJKXJKL�³*RRG�HQRXJK�SDUHQWLQJ«´�$UFKLYHV�RI�'LVHDVH�LQ�&KLOGKRRG������Y���� S����5XWWHU�	�2¶&RQQRU������&K�����,PSOLFDWLRQV�IRU�&KLOG�&DUH�3ROLFLHV�� LELG�� S����RS�FLW 6SHLJKW�	�+RJKXJKL������� 3ROODN�DV�EHORZ�� 3ROODN��0�7H[WERRN�RI�'HYHORSPHQWDO�3DHGLDWULFV �����&KXUFKLOO�/LYLQJVWRQH�� LELG�� %RZOE\�$WWDFKPHQW 9RO���3HQJXLQ������� 7KH�7LPHV�OHWWHUV����������� 7KH�7LPHV�-DQH�6KLOOLQJ�� %%&�1HZV�������$QQD�)RUG�FRQILUPHG�³1HZ�UHVHDUFK�RQ�EDELHV��´�� 6HH�$SSHQGL[��� %R\V�EHKDYLQJ�EDGO\�� *ROHPDQ��(PRWLRQDO�,QWHOOLJHQFH�� 3URYLVLRQ�DQG�6WDII�7UDLQLQJ�LQ�*HUPDQ\� LQ�2EHUKXHPHU�	�8OLFK�&KDSPDQ������� 0LOOHU�+RZHOOV������� 7KH�&KLOG�DQG�<RXWK�6HUYLFHV�$FW�� �*HUPDQ��)HGHUDO�0LQLVWU\�IRU�)DPLO\�$IIDLUV������� &KLOG�&DUH�LQ�6ZHGHQ 6NROYHUNHW�� $QGHUVVRQ�����������6WRFNKROP�� +HDWK��5�HG�'RFNUD\��7KH�9LFWRULDQ�3HDVDQW 6XWWRQ������� LELG�� LELG�� LELG�� 5LFKDUGVRQ��6��3DPHOD ������ 7KH�*HQWOHPDQ¶V�0DJD]LQH ������ 'DUZLQ�LELG��� 0RGHUQ� 3HUVSHFWLYHV� LQ� ,QWHUQDWLRQDO� &KLOG� 3V\FKLDWU\� �9RO� �� RI� �� RI� 0RGHUQ� 3HUVSHFWLYHV� LQ3V\FKLDWU\��HG��+RZHOOV��2OLYHU�	�%R\G��(GLQEXUJK������� 7LPHV����������2IILFH�RI�1DW��6WDWV��UHSRUW�� %%&�1HZV����������� LELG�� %%&���������@�� &DUH��IDPLO\ FKDULW\��WDEOHV�� $+�0DVORZ�7RZDUG�D�3V\FKRORJ\�RI�%HLQJ��'��9DQ�1RVWUDQG������� 7LPHV�/RUG�/LQOH\��������7RP�%URZQ¶V�6FKRROGD\V�� 7LPHV����������� 0LOOHU�+RZHOOV�������7LPHV ������-DQH�$VKHU�RQ�$XWLVP�� %U\DQW�0ROH��%XOO\LQJ :D\ODQG�������*UXQVHOO��³/HW¶V�WDON�DERXW��%XOO\LQJ *ORXFHVWHU�SUHVV������ 1RDFK�,��)URP�ZDU�%DELHV�WR�*UDQGPRWKHUV ������7LPHV ���������� 2FWDYLD�+LOO�DQG�WKH�6RFLDO�+RXVLQJ�'HEDWH HG�:KHODQ�,($
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�� (33(������� LELG�� 7LPHV��-DQH�6KLOOLQJ�-RH�-RVHSK�0DU\�$QQ�6LHJKDUW�HW�DO�� $2/�$PD]RQ�ZHE�ELR��:LQVWRQ &KXUFKLOO��%RQKDP�&DUWHU�� 3UHPDWXUH�%LUWK��/DGG�� 1HPHURII� HW� DO�3HUVLVWHQW� FKDQJHV� LQ� &RUWRFRWURSLQ�5HOHDVLQJ� )DFWRU� 1HXURQDO� 6\VWHPVLQGXFHG�E\�0DWHUQDO�'HSULYDWLRQ� (QGRFULQRORJ\�9RO�����1R������������
���� %RZOE\��$WWDFKPHQW��9RO���� 7LPHV�6WXWWDIRUG ���������� :LQVWRQ�DQG�&OHPPLH�� %RZOE\�9RO����6HSDUDWLRQ�±�$Q[LHW\�DQG�$QJHU�S����� ZHE�ELR�� SHUVRQDO�UHFROOHFWLRQ�5RPHR�	�-XOLHW ��6KDNHVSHDUH�� %RZOE\� SYLLL 9RO�� $WWDFKPHQW�0DNLWD�	�2NRQRJL�+RZHOOV@�� $LQZRUWK�)UHXG�	�%XUOLQJKDP�%RZOE\�%HOVN\�1,&+'�� %RZOE\� 9RO����6HSDUDWLRQ�±�$Q[LHW\�DQG�$QJHU�� SHUVRQDO�FRPPXQLFDWLRQ��7LPHV ���������� 1,&+'�������0HOKXLVK������� %RZOE\��S�� 9RO����6HSDUDWLRQ�±�$Q[LHW\�DQG�$QJHU
�� )DUULQJWRQ��:HOVK��'HOLQTXHQF\�3UHYHQWLRQ�8VLQJ�)DPLO\�EDVHG�,QWHUYHQWLRQV� &KLOGUHQ�	�6RFLHW\9RO������������������
�� SU#SRSSLQV�FR�MS�� 0LOQH�:LQQLH�WKH�3RRK HWF�� -LJVDZ�QXUVHU\�PDQDJHU��1RUODQG�� %RZOE\��S���9RO�� 6HSDUDWLRQ�� -RH�-RVHSK��-DQH�6KLOOLQJ�HW�DO�� SHUVRQDO��%RUJH�	�0HOKXLVK�����@�� (33(�������%HOVN\������� 6SHLJKW�	�+RJKXJKL��$UFK�'LV�&K�$SULO����� 8QL�RI�$EHUGHHQ���µ*RRG�HQRXJK�SDUHQWLQJ�IRU�DOOFKLOGUHQ�±�D�VWUDWHJ\�IRU�D�KHDOWKLHU�VRFLHW\¶ ��� 3����6FKDIIHU��0RWKHULQJ )RQWDQD������� %UHPQHU� %UDLQ�FKHPLVWU\�DOWHUHG�E\�HDUO\�VWUHVV� )HVWVFKULIW�6XSSO��-XO\����� S���6FKDIIHU�� 7LPHV����������$P�3V\FKROR�6RF�3LWWVEXUJK�FRQI��� +HLQLFNH��&�	�:HVWKHLPHU��,�DQG�(OL]�:ROSHUW��S���� %ULHI�6HSDUDWLRQV�/RQJPDQ�����
�� 6DPZD\V��:H�WKLQN�\RX�RXJKW�WR�JR *UHDWHU�/RQGRQ�5HFRUG�2IILFH�VHH�$SS��
�� 0LOOHU�+RZHOOV�������0DFFRE\�	�)HOGPDQ������� LELG�� LELG�� LELG�� 7LPHV ���������� 4XDOLW\�0DWWHUV�0D\������
�� (YHU\PDQ�(QF\FORSHGLD������� 9RO����$WWDFKPHQW�� S����$WWDFKPHQW�DQG�/RVV��9RO���$WWDFKPHQW ����������3HQJXLQ�� S����RS�FLW�� S���RS�FLW��� %RZOE\��S����9RO����� %RZOE\��S����9RO���$WWDFKPHQW��� 0HOKXLVK�������� )DUULQJWRQ�	�:HOVK��,QVWLWXWH�RI�&ULPLQRORJ\�&DPEULGJH�����
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��� 5XWWHU�	�2¶&RQQRU�������� $WWDFKPHQW�9RO����� 3ROODN��0��7H[WERRN�RI�'HYHORSPHQWDO�3DHGLDWULFV &KXUFKLOO�/LYLQJVWRQH�������� �����+HLQLFNH�	�:HVWKHLPHU��SHUVRQDO�UHFROOHFWLRQ��� +RPH�6WDUW FKDULW\�KHOSLQJ�PRWKHUV�DW�KRPH��� '7������� 5XWWHU�	�2¶&RQQRU ����
��� 6FKDIIHU��S������0RWKHULQJ )RQWDQD�������� %RZOE\��S���9RO����6HSDUDWLRQ��� (YHU\PDQ¶V�(QF\FORSDHGLD�������0F0LOODQ��0��7KH�1XUVHU\�6FKRRO��'HQW�������� %RZOE\�9RO����� $EHFHGDULDQ� IXOOWLPH�SURMHFW��� 7LPHV�����������(&(56�6\OYD�UHSRUW���7KH�&KLOGUHQ�$FW�������� %RZOE\��S����9RO����� 6FKZHLQKDUW�������3XQJHOOR�������� $33/,('�'(9(/230(17$/�6&,(1&( -XO\������1&�86$
��� 3XQJHOOR�������� LELG��� $QGHUVVRQ�����������������6WRFNKROP�,QVW�RI�(GXFDWLRQ��� $QGHUVVRQ�������� 'D\FDUH�7UXVW�&KLOGFDUH�IRU�$OO�7KLQNLQJ�%LJ���VSRQVRUHG�E\�-LJVDZ�HW�DO�0D\�������� 'HDIHQLQJ�VLOHQFH�IURP�DOO�ZKR�VKRXOG�EH�PRVW�FRQFHUQHG��03V��4&V��PHGLD��FKDULWLHV�HWF��� �����&KLOG�'HYHORSPHQW ��9RO����1R���SS�������

3UREOHPV�ZLWK�%R\V���5HVHDUFK�0RGXOH�1R��
$SSHQGL[��

&KLOG�QHJOLJHQFH�E\�DXWKRULWLHV

���������1DWLRQDO�PHGLD�9LFWRULD�&OLPELH���\U�ROG�NLOOHG�DIWHU�PRQWKV�RI�WRUWXUH������VFDUV��OHIWLQ� ELQ� EDJ� LQ� EDWK� WR� IUHH]H�� WRWDO� IDLOXUH� RI� DXWKRULWLHV� LQF�� %UHQW��+DFNQH\��+DUULQJH\�66�SROLFH��KRVSLWDOV�DQG�RGG�FKXUFKHV
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���������7LPHV�1HZV�LQ�%ULHI��'HUE\VKLUH�66�IDLOHG�&KHOVHD�%URZQ�����GHDG�ZLWK����LQMXULHVDW�KDQGV�RI�IDWKHU��MDLOHG�IRU�OLIH������YLVLWV�RYHU���PRQWKV�IDLOHG�WR�QRWLFH
���������7LPHV�� 0RUH�WKDQ����:HVW�$IULFDQ�JLUOV� µNLGQDSSHG¶�IURP�FRXQFLO�FDUH� WR�ZRUN�DVSURVWLWXWHV�LQ�,WDO\�����KDYH�GLVDSSHDUHG�IURP�IRVWHU�KRPHV�DQG�FRXQFLO�FDUH�LQ�:�6XVVH[�LQ��\HDUV
��������� 7LPHV�� 7UDQVVH[XDO� ZDV� NLOOHG� DQG� VHW� DGULIW� RQ� DLUEHG �� 0LVPDQDJHPHQW� RIIRVWHUFDUH�E\�(VVH[�66�UHVXOWHG�LQ�PXUGHU�RI�FKLOG¶V�IDWKHU�E\�IRVWHUFDUHU�
1XUVHU\�WHDFKHU�+HOHQ�/DPE�����EURNH����PRQWK�ROG¶V�DUP�DQG�JLYHQ�VXVSHQGHG�VHQWHQFHDW�0LQVKXOO�6WUHHW�&URZQ�&RXUW��0DQFKHVWHU��UHJXODWLRQ�E\�6RFLDO�6HUYLFHV�
���������7LPHV��µ3ROLFH�FKLOGFDUH�FKHFNV�µIODZHG¶��&RPPRQV�+RPH�$IIDLUV�6HOHFW�&RPPLWWHHZDQWHG�SRVWSRQHPHQW�RI�&ULPLQDO�5HFRUGV�%XUHDX�GXH�WR�RSHQ�LQ�0HUVH\VLGH�-XO\�EHFDXVHRI���������HUURU�UDWHV�DQG�GHOD\V�LQ�XSGDWLQJ�
���������7LPHV���([SHO�DJJUHVVLYH�WKUHH�\HDU�ROGV��WHDFKHUV�GHPDQG ��FKLOGUHQ�ZHUH�ELWLQJ�NLFNLQJ�� VFUDWFKLQJ� DQG� VFUHDPLQJ� ZKLFK� FRQWLQXHG� WKURXJKRXW� VFKRRO� XQOHVV� VWHSV� ZHUHWDNHQ�HDUO\�� RQH� LQ� WHQ� �� RU� �� \HDU� ROGV� QRZ� VR� XQFRQWUROODEOH� WKH\� QHHG� RQH�WR�RQH�KHOSRXWVLGH� VFKRRO�� WKH\� KDYH� ORZ� VHOI�HVWHHP�� ODFN� RI� FRQILGHQFH�� VKRZLQJ� DJJUHVVLYHEHKDYLRXU��QR�XQGHUVWDQGLQJ�RI�ULJKW�DQG�ZURQJ��(DVW�0LGODQGV�UHSRUWHG����LQFLGHQWV�DOUHDG\LQ�VFKRRO�\HDU�LQF�KHDGEXWWLQJ��SXQFKLQJ��NLFNLQJ�DQG�KROGLQJ�D�WHDFKHU�LQ�D�KHDGORFN�
0LNH�7RPOLQVRQ��&KLHI� ,QVSHFWRU��VDLG���PLOOLRQ�GD\V� ORVW�HDFK�\HDU�XQDXWKRULVHG����PLOOLRQDXWKRULVHG�E\�SDUHQWV������NLGV�IRXQG�ZLWK�SDUHQWV�DW�VKRSSLQJ�PDOOV�
���������7LPHV��$EXVHU�PD\�KDYH�SUH\HG�RQ�KXQGUHGV�RI�ER\V� ��VZLPPLQJ�LQVWUXFWRU�:LOOLDP+RRN����� MDLOHG����\HDUV�DW�.LQJVWRQ�&URZQ�&W� ��ZRUNHG�DW�6KLUOH\�2DNV�&KLOGUHQ¶V�+RPH�6KLUOH\��6XUUH\�FRXQFLO�KRPH�XVHG�E\�/DPEHWK�DQG�6RXWKZDUN����\HDU�ROGV� LQ�QXUVHULHV�DWFDUH� KRPHV�QRW� VDIH� IURP� KLP��7RZHU�+DPOHWV� DOVR� LQYROYHG�� /DPEHWK�66� GLUHFWRU� VDLG� LWµFRXOG�KDSSHQ�DJDLQ¶
����������7LPHV��6WDWH�OLDEOH�WR�SD\�FKLOGUHQ�DEXVHG�E\�SDUHQWV��66�QR�ORQJHU�HQMR\LPPXQLW\�DQG�PXVW�SD\�DFFRUGLQJ�WR�(8�+XPDQ�5LJKWV��%HQ�(PPHUVRQ�4&�IRU�IRXU� DEXVHGE\�SDUHQWV���������LQ�%HGIRUGVKLUH�
���������7LPHV��+ROLGD\�PRWKHU�GXPSHG�FKLOGUHQ�1RUWK�6KLHOGV�����VRQV�OHIW�DW�KRPH�LQ�ILOWK\FRQGLWLRQV�ZKLOH�VKH������IOHZ�WR�0DOWD�IRU�D�ZHHN��-DLOHG�IRU����PRQWKV
���������7LPHV���'RFWRU�3DXO�&ROOLHU����RI�/\PSVWRQH��'HYRQ��FRQVXOWDQW�GHUPDWRORJLVW�DW5R\DO�'HYRQ�DQG�([HWHU�+RVSLWDO�FKDUJHG�ZLWK�LQGHFHQW�SKRWRV�RI�NLGV
���������%%&�/RRN�1RUWK��IXUWKHU�FKDUJHV�RI�DEXVH�DW�D�FKLOGUHQ¶V�KRPH�RQ�+XPEHUVLGH��6W:LOOLDPV�DW�:HHWRQ�DQG�D�QHZ�HQTXLU\�IROORZLQJ�HDUOLHU�FRQYLFWLRQV�RI�WZR�SULHVWV�
���������7LPHV�UHSRUW�E\�-RDQQD�%DOH�RQ�GHDWK�RI�/DXUHQ�:ULJKW����\UV��� 0LVWDNHV�OHW�JLUO�GLH�VD\V�VRFLDO�ZRUN�FKLHI�'DYLG�:ULJKW��1RUIRON�66�'LUHFWRU��/DXUHQ�GLHG�0D\������DIWHU�EHLQJSXQFKHG�E\�VWHSPRWKHU��7UDFH\�:ULJKW��VFKRRO�SOD\JURXQG�DVVLVWDQW��ZKLOH�IDWKHU�µWXUQHGEOLQG�H\H¶�WR�FRQWLQXRXV�FUXHOW\��ERWK�FRQYLFWHG�RI�PDQVODXJKWHU�DQG�ZLOIXO�QHJOHFW�DW�1RUZLFK&URZQ�&RXUW��VHQWHQFLQJ�GXH�LQ���ZHHNV��1HLJKERXUV�FRPSODLQHG�EXW�66��WHDFKHUV�DQGKRVSLWDO�IDLOHG�WR�DFW��+HUWV�	�1RUIRON�66�ERWK�LQYROYHG��ZLWK�UHJXODU�YLVLWV��EXW�IDLOHG�KHU
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���������7LPHV��7ZR�IRUPHU�(VVH[�FDUH�ZRUNHUV�MDLOHG�IRU����DQG ��\HDUV�IRU�VH[�DEXVH�DWUHVLGHQWLDO�FKLOGUHQ¶V�KRPHV�LQ�%DVLOGRQ�DQG�+RUQFKXUFK��������
���������7LPHV�S���&RXQFLO�FDUHUV�µSXW�FKLOGUHQ�DW�ULVN�LQ�%	%¶ &KDLUPDQ�RI�9LFWRULD�&OLPELHLQTXLU\�/RUG�/DPLQJ��UH�%UHQW�FRXQFLO��RQH�RI���FRXQFLOV�LQYROYHG���.RVRYDQ�UHIXJHH�NLGVEHLQJ�OHIW�WR�IHQG�IRU�WKHPVHOYHV��RU�ZLWK�VWUDQJHUV��E\�%UHQW�
���������7KH�7LPHV��)RVWHU�SDUHQWV�EHDW�DQG�ELW�ER\�����WR�GHDWK ���LQMXULHV�E\�6LPRQ�DQG0LFKHOOH�0F:LOOLDP�MDLOHG���\HDUV�DW�/HZHV�&U�&W��9LVLWHG����WLPHV�E\�66�LQ�(�6XVVH[�ZKREHOLHYHG�VWRULHV�RI�VHOI�KDUP�
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���������7LPHV�1HZV�LQ�%ULHI��3DUHQWV�WR�VXH��/DPEHWK�&RXQFLO�IRU�QHJOLJHQFH�DIWHU�GHDWK�RIGDXJKWHU�%XQPL�6KDJD\D�����RI�%UL[WRQ��RQ�VFKRRO�WULS�WR�)UDQFH�LQ�����
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���������(DVWHUQ�'DLO\�3UHVV��:HVW�1RUIRON�PDQ��$OH[DQGHU�.QLJKW��RQ�VKRUW�WHUP�FRQWUDFW�WR1RUIRON�66�FRQYLFWHG�RI�LQGHFHQF\�SKRWRV�RI�\RXQJ�JLUOV
7LPHV�1HZV�LQ�%ULHI��1HDUO\���0�FRPSHQVDWLRQ�WR�EH�SDLG�E\�6XUUH\�&&�WR�7KRPDV+DUULVRQ��LUUHYHUVLEO\�EUDLQ�GDPDJHG�DIWHU�VKDNLQJ�E\�FKLOGPLQGHU�DW���PWKV
���������7LPHV��&KLOGPLQGHU�IDFHV�MDLO�IRU�VKDNLQJ�EDE\�ER\�WR�GHDWK�� /LQGD�%D\ILHOG������DW2OG�%DLOH\��XQDQLPRXV�YHUGLFW�RI�PDQVODXJKWHU�RI�-RVKXD�2VERUQH����PRQWKV��'HFHPEHU�����DFTXLWWHG�DW�&UR\GRQ�&U�&W�RI�$%+�DJDLQVW���\HDU�ROG�JLUO��&RQWLQXHG�UHJLVWHUHGFKLOGPLQGHU�DW�$GGLVFRPEH��6�/RQGRQ���1LQH�FRPSODLQWV�UHFRUGHG�LQ����\HDUV�UH³LQDSSURSULDWH�FKDVWLVHPHQW´�

3UREOHPV�ZLWK�%R\V�±�5HVHDUFK�0RGXOH�1R��
$SSHQGL[��

7%�5LVN�WR�%DELHV
���������7KH�7LPHV�UHSRUWHG�1HZKDP�µ%ULWDLQ¶V�7%�FDSLWDO¶�DV�7%�UHWXUQV�WR�8.����FDVHV�LQ'HYRQ�SXE��0XOWLGUXJ�UHVLVWDQW�FDVHV�RFFXU��RYHU�KDOI�DUH�LPPLJUDQWV�
���������7LPHV�KHDGOLQH��%ULWDLQ�IDFLQJ�VHULRXV�7%�RXWEUHDN
���������7LPHV�UHSRUWHG�7HDFKHU�ZLWK�7%�DW�:KLWHKDOO�3ULPDU\�6FKRRO��/HLFHVWHU�



��

��������� %%&� 5�� QHZV� UHSRUW� RI� 7%� DW� D� SULYDWH� QXUVHU\� LQ� :DQGVZRUWK�� $� WHDFKHUFROODSVHG�����LQIDQWV�LQYROYHG�
���������7LPHV�1HZV� LQ�%ULHI��&KLOGUHQ� DW�:HH�2QHV�SULYDWH� QXUVHU\� LQ�:DQGVZRUWK��6:/RQGRQ��PD\�KDYH�7%�±�VHYHUDO�KDG�VKDGRZV�RQ�OXQJV�DIWHU�;�UD\V��DW�OHDVW���EHWZHHQ��±�KDYH� V\PSWRPV� DZDLWLQJ� FRQILUPDWLRQ�� ��� KDG� WHVWV� DW� 6W� *HRUJH¶V� +RVSLWDO�� 7RRWLQJ�7HDFKHU�FROODSVHG�RQ�EUHDN�LQ�:LOWVKLUH��2QO\�RQH�FKLOG�FRPSOHWHO\�FOHDUHG�VR�IDU�
���������0RQGD\�%%&�+HDOWK�:DWFKGRJ�UHSRUWHG�PDQ\�FDVHV�RI�7%�PLVWDNHQ�IRU�$VWKPD����LQIHFWHG�DW�:HH�2QHV�1XUVHU\��:DQGVZRUWK�����LQ�:DOHV������LQ�/HLFHVWHU��RQH�VWXGHQW�DW&URZQ� +LOOV� &RPPXQLW\� &ROOHJH� FRQWUDFWHG� 7%� LQ� $SULO� ����� DQG� ZDV� QRW� GLDJQRVHG� WLOOUHFHQWO\�KDYLQJ� LQIHFWHG�PDQ\�PRUH������VWXGHQWV� KDG�%&*�YDFFLQDWLRQ� EXW� RQO\� ������HIIHFWLYH������LQIHFWHG�����ZLWK�7%��LW�LVQ¶W�VHULRXV�XQWLO�OXQJV�DUH�DIIHFWHG���$UFKLH�3DWHUVRQ�DSXSLO� DW�:DQGVZRUWK�� DERXW� �� KDV� LW�� -DQH�$QQH�*XQVRQ� GLDJQRVHG� SRVLWLYH� DIWHU� DVWKPDWUHDWPHQW��KDOI�OXQJ�UHPRYHG�
���������7LPHV�� /RQGRQ�KDV�WZLFH�DV�PDQ\�7%�FDVHV�DV�1HZ�<RUN� RYHU�������SXOPRQDU\7%�µQRW�YHU\�LQIHFWLRXV¶�DQG�RQO\�D�TXDUWHU�DUH�LQIHFWLRXV��0HGLFDO�LQWHUHVW�³FRQVLGHUDEOH´�RYHU��UHFHQW�VFKRRO�RXWEUHDNV�LQF�QXUVHU\�LQ�:DQGVZRUWK�ZKHUH�WHDFKHU�FDXJKW�LW�DEURDG
���������%%&�5��30�DV\OXP�VHHNHUV�LQ� ODUJH�QXPEHUV��$IJKDQV�WKH�ELJJHVW�JURXS��7LPHVDUWLFOH�DERXW�KLJK�LQFLGHQFH�RI�7%�LQ�$IJKDQLVWDQ�GXH�WR�ZRPHQ�OLYLQJ�LQ�FUDPSHG��XQKHDOWK\FRQGLWLRQV�
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���������7KH�7LPHV���������&KLOGOLQH�FDOOV�IURP�YLFWLPV�RI�VH[XDO�DEXVH�ODVW�\HDU
���������7LPHV� �0RUH� WKDQ� ���:HVW� $IULFDQ� JLUOV� µNLGQDSSHG¶� IURP� FRXQFLO� FDUH� WRZRUN� DV� SURVWLWXWHV� LQ� ,WDO\�� 6R� IDU� ��� KDYH� GLVDSSHDUHG� IURP� IRVWHU� KRPHV� DQGFRXQFLO� FDUH� LQ� :� 6XVVH[� LQ� SDVW� �� \HDUV�� PRVWO\� IURP� 1LJHULD�� 3UREDEO\� JDQJVRUJDQL]LQJ�ERWK�HQGV�RI�VFKHPH��EHFRPLQJ�DV\OXP�VHHNHUV�
��������� 7LPHV� UHSRUWHU� 5LFKDUG� )RUG�� +RPH� &RUUHVSRQGHQW�� UHSRUWHG�� µ3ROLFHFKLOGFDUH� FKHFNV� µIODZHG¶�� &RPPRQV� +RPH� $IIDLUV� 6HOHFW� &RPPLWWHH� ZDQWHGSRVWSRQHPHQW�RI�&ULPLQDO�5HFRUGV�%XUHDX�GXH�WR�RSHQ�LQ�0HUVH\VLGH�-XO\�EHFDXVHRI� �������� HUURU� UDWHV� DQG� GHOD\V LQ� XSGDWLQJ�� 5RELQ� &RUEHWW� 03�� FKDLUPDQ� RIFRPPLWWHH���8SGDWH����������%%&�5���:LOO�QRW�EH�RSHUDWLRQDO�EHIRUH�0DUFK������
��������� 7LPHV��$EXVHU� PD\� KDYH� SUH\HG� RQ� KXQGUHGV� RI� ER\V UHSRUW� E\� ,DQ&REDLQ��VZLPPLQJ�LQVWUXFWRU�:LOOLDP�+RRN�����MDLOHG����\HDUV�DW�.LQJVWRQ�&URZQ�&W&XSERDUG�VKULQH�ZLWK�DOWDU�DQG�SKRWRV�RI�ER\V�DQG�JLUOV����\HDU�ROGV� LQ�QXUVHULHVQRW�VDIH��7RZHU�+DPOHWV�DOVR�LQYROYHG��/DPEHWK�66�GLUHFWRU�VDLG�LW�µFRXOG�KDSSHQDJDLQ¶��)XUWKHU�LQYHVWLJDWLRQV�FRQWLQXH���:RPHQ�DOVR�LQYROYHG�
���������%%&�/RRN�1RUWK�UHSRUWHG�IXUWKHU�FKDUJHV�RI�DEXVH�DW�D�FKLOGUHQ¶V�KRPH�RQ+XPEHUVLGH��6W�:LOOLDPV�DW�:HHWRQ�DQG�D�QHZ�HQTXLU\�IROORZLQJ�HDUOLHU�FRQYLFWLRQV�RIWZR�SULHVWV
��������� 7LPHV� UHSRUW� E\� *LOOLDQ� +DUULV�� 6FRWODQG� UHSRUWHU��&RPSXWHU� FRQVXOWDQWPHPEHU� RI� :RQGHUODQG� LQWHUQHW� SDHGR� ULQJ� IUHHG� GXH� WR� OHJDO� WHFKQLFDOLW\�$QGUHZ�$VSLQDOO������FKDUJHG�ZLWK�������LPDJHV�RI�NLGGLHSRUQ�6HSW������DW�KRPH�LQ:�/RWKLDQ���&LYLOLDQ�QRW�QDPHG�RQ�VHDUFK�ZDUUDQW��$VSLQDOO�QRZ�LQ�*XPOH\��/HLFV����PHQ�MDLOHG�LQ�)HE�DW�.LQJVWRQ�&U�&RXUW����VXLFLGHV�RXW�RI�����PHPEHUV��³WKH�HOLWH�RIWKH�ZRUOG¶V�SDHGRSKLOHV´��$VSLQDOO�SOHDGHG�QRW�JXLOW\�
��������� :RUOGZLGH� NLGGLHSRUQ� UDLGV� LQ� ��� FRXQWULHV� IRXQG� ������� SDHGRSKLOHRSHUDWLRQV�ZLWK���������SL[�RQ�FRPSXWHUV��EXW�RQO\�LVVXHG�����ZDUUDQWV�����LQ�8.�

�
%DELHV� DEXVHG� IRU� SLFWXUHV�� 2SV� WRRN� ��� PRQWKV�� 'HPRQ� ,QWHUQHW� KHOSHG� 'HW6XSHU�3HWHU�6SLQGOHU�
�SS�IHDWXUH�5HSRUWDJH�E\�3�3�+DUWQHWW�RQ�SDHGRSKLOHV��WDONLQJ�WR�*LOHV�:KLWWHOO��ERRNFDOOHG�³6L[WHHQ´ SXE�6FHSWUH������HYLGHQFH�IURP�PHQ�FRQYLFWHG�RI�RIIHQFHV�DJDLQVWER\V�� �3ROLVK�SDUHQWV�� IDWKHU� OHIW�ZKHQ�ER\�ZDV� ���PRWKHU� VHQW� KLP� WR� JRRG�SXEOLFVFKRRO�ZKHUH� WZR�PDVWHUV�SLFNHG�RQ�KLP�DW�����FDQLQJ�RIWHQ�DQG� ULWXDOLVWLFDOO\��ZLWKHUHFWLRQV��KH�JUHZ�XS�DV�D�IHWLVKLVW��XVLQJ�ER\V�LQ�PDVWHU�SXSLO�UHODWLRQVKLSV��OLNHG���\HDU� ROGV� EHVW��2I� ��� LQ�%ULWLVK� SULVRQV��PXFK� LQ� FRPPRQ�� ORZ� VHOI�HVWHHP�DPRQJFRQWHPSRUDULHV�� FUDYLQJ� SRZHU� DQG� FRQWURO� RYHU� \RXQJVWHUV�� $QRWKHU�PDQ� ZHQW� WRSXEOLF� VFKRRO� DQG� ZDV� VHFUHWO\� JD\�� QRW� EXOOLHG� RU� LOO�WUHDWHG�� EHFDPH� DGGLFWHG� WR
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SRUQ�� WKHQ�ER\V��KDQJLQJ�RXW� LQ�SRROV����D GD\� LQ�VXPPHU��PHHW�ER\V����)¶V��PDNHIULHQGVKLS��VHDO�IULHQGVKLS��DEXVH�IULHQGVKLS�¶D�VHULHV�RI�OLWWOH�ORYH�DIIDLUV¶��YHU\�H[FLWHGDERXW� WKH� ORZHULQJ� RI� FRQVHQW� WR�����H[FXVH� WR� ³JR� \RXQJ´��3ULVRQ�GLGQ¶W� FKDQJHKLP�EXW�KH�ZDV�JRLQJ�WR�PDNH�XS�IRU�ORVW�WLPH��,PDJHV�LPSRUWDQW� WR�IDQWD]LVH� LQ�D³ORQJ�\HDUQLQJ�VWDJH´�SULRU�WR�FULPH��$OO�KDG�PDJD]LQH�FXW�RXWV��HVS�9RJXH�%DPELQL�DOO�KDG�VWUXJJOHG�ZLWK�XUJHV�EHIRUH�JLYLQJ�LQ�ZLWK�DEDQGRQ�
��������� (DVWHUQ�'DLO\� 3UHVV��:HVW� 1RUIRON�PDQ�� $OH[DQGHU� .QLJKW�� RQ� VKRUW�WHUPFRQWUDFW�WR�1RUIRON�66�FRQYLFWHG�RI�LQGHFHQF\�SKRWRV�RI�\RXQJ�JLUOV�DW�1RUZLFK�&U�&W�
���������$2/�QHZV�3$('23+,/(�
5$3('�,10$7(�$7�723�6(&85,7<�-$,/
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1HDUO\�WKUHH�\HDUV�DJR��&RRNH�ZDV�WDNHQ�LQWR�FXVWRG\�IRU�KLV�RZQ�VDIHW\�DIWHUEHLQJ�IUHHG�IURP�MDLO�ZKHUH�KH�ZDV�VHUYLQJ�D�VHQWHQFH�IRU�WKH�PDQVODXJKWHU�RID����\HDU�ROG�ER\��$�\HDU�ODWHU�KH�ZDV�DFFXVHG�RI�DEXVLQJ�WZR�\RXQJ�EURWKHUVKH�EHIULHQGHG�ZKLOH�ZRUNLQJ�RQ�IDLUJURXQGV�PRUH�WKDQ����\HDUV�DJR��+HDGPLWWHG����RIIHQFHV�DJDLQVW�WKH�\RXQJVWHUV�GXULQJ�D�KHDULQJ�DW�0DQFKHVWHU&URZQ�&RXUW�DQG�ZDV�JLYHQ�WZR�OLIH�VHQWHQFHV�
'XULQJ�WKH�����V��&RRNH�OHG�D�JDQJ�ZKLFK�ZDV�VXVSHFWHG�RI�EHLQJ�UHVSRQVLEOHIRU�WKH�NLOOLQJ�RI�QLQH�\RXQJ�ER\V�GXULQJ�VH[�RUJLHV��7KH�IRUPHU�IDUP�ZRUNHUDQG�KLV�IHOORZ�SDHGRSKLOHV�ZHUH�EDVHG�LQ�D�IODW�LQ�+DFNQH\��HDVW�/RQGRQ��7KH\ZHUH�VXVSHFWHG�RI�KLULQJ�UHQW�ER\V�RU�VQDWFKLQJ�FKLOGUHQ�RII�WKH�VWUHHWV�EHIRUHVXEMHFWLQJ�WKHP�WR�KRUULI\LQJ�VH[XDO�WRUWXUH��&RRNH�ZDV�FRQYLFWHG�RI�NLOOLQJ����\HDU�ROG�-DVRQ�6ZLIW��IURP�+DFNQH\�
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5HSRUWHG� RWKHU� VXLFLGHV� UHFHQWO\�� ��� \HDU� ROG� LQ� 2[RQ� KDQJHG� KHUVHOI�� ��\U� ROG0RUJDQ�0XVVRQ��1RWWJKP��RYHUGRVHG�DIWHU�EXOO\LQJ�EHFDXVH�RI�KLV��¶�KHLJKW��(PDLOIURP�EXOOLHG�ER\¶V�PRWKHU�
���������7LPHV�VXSSOHPHQW�LQWHUYLHZ�ZLWK�-RQDWKDQ�)UDQ]HQ��VXFFHVVIXO�QHZ�DXWKRULQ�1<��RI�7KH�&RUUHFWLRQV DERXW�HFRQRPLF�VOXPS��SXVKHG�E\�KLV�FLYLO�HQJLQHHU�IDWKHUDW�VFKRRO�� ³PLVHUDEOH�DW� MXQLRU�KLJK«�D� ODWH�EORRPHU�� VKRUW�ZLWK� VTXHDN\�YRLFH�DQGJODVVHV�� EUDFHV� DQG� GRZG\� FORWKHV�� DQG� HQRUPRXV� YRFDEXODU\�� ,W� ZDV� VRFLDOGHDWK«�JUHZ� XS� ZLWK� DQ� RYHUGHYHORSHG� VHQVH� RI� HPSDWK\� DQG� D� PRUELGO\KHLJKWHQHG�VHQVLWLYLW\�RI�ZKDW�ZDV�JRLQJ�RQ�LQ�RWKHU�SHRSOH�´
����������'DYLG�0DWWLQ��&DPE�JUDGXDWH��DW�DYHUDJH�FRPS��KDG�WR�IRUJHW�SROLWHQHVV�ZLOOLQJQHVV� WR� OHDUQ� DV� µVRFLDO� GHDWK¶�� LQ� PLGGOH� RI� FRXQFLO� HVWDWH�� PRVW� NLGV� IURPFRXQFLO�KRXVHV�DQG�KDWHG�EHWWHU�RII�NLGV� IURP�VXEXUEV�RXWVLGH� ³:H� OHDUQW� LW�ZDV�DOOULJKW� WR� GR WKH� EDUH� PLQLPXP�� WR� NHHS� WKH� WHDFKHUV� RII� \RXU� EDFN«�3UDLVH� ZDVHPEDUUDVVLQJ«�%\�\HDU����DW�����QRQH�RI�XV�ZDV�D�FKLOG�DQ\�PRUH��&KHHN�WRZDUGVWHDFKHUV� KDG� WXUQHG� LQWR� DJJUHVVLRQ�� 7HDVLQJ� KDG� WXUQHG� LQWR� YHUEDO� DEXVH� DQGSK\VLFDO� YLROHQFH�� � ��3HHU� SUHVVXUH�PHDQW� WKDW� DOPRVW� HYHU\RQH� KDG� JLYHQ� XS� WKHGHVLUH� WR� DFKLHYH� DFDGHPLFDOO\� RU� WR� OHDUQ� DQ\WKLQJ´� �1RERG\� VTXHDOHG� DERXWEXOOLHV� 7KHUH� LV� D� VPDOOHU� XQGHUFODVV�� GLVHQIUDQFKLVHG�� DEDQGRQHG� E\� WKH� VWDWHV\VWHP�ZLWK� XQVXSSRUWLYH� SDUHQWV� ZKR� ZLOO� VKRXW� DW� VWDII� LI� FKDOOHQJHG�� EXW� GR� QRWVXSSRUW�FKLOGUHQ¶V�OHDUQLQJ��7KH\�VHH�QR�SRLQW� LQ�WU\LQJ�WR�DVSLUH�WR�WKLQJV�YDOXHG�E\RWKHUV�
��������� 7LPHV� UHSRUW� E\� 'DYLG� %URZQ�� 3XSLO� MDLOHG� IRU� ��� PRQWKV� IRU� IDWDOO\SXQFKLQJ�ER\����� ��PRQWKV�RI�UHOHQWOHVV�EXOO\LQJ DW�6�/RQGRQ�VFKRRO�HQGHG�ZLWKPDQVODXJKWHU� FRQYLFWLRQ� IRU� ��� \HDU� ROG� 7ULVWDQ� *RUGRQ�� -XGH�� QHSKHZ� RI� -RKQ)DVKDQX��IRRWEDOOHU��UHFHQWO\�DUULYHG�IURP�1LJHULD��ZDV�³EULJKW��DPELWLRXV«��EXOOLHGEHFDXVH�KH�ZDV�VHHQ�DV�EHLQJ�WRR�DFDGHPLF´
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1RZ�GHVFULEHG�E\�%%&�5DGLR��� �����������DV� ³DPRQJ� WKH�ZRUOG¶V�PRVW�GDQJHURXVVWUHHWV´�� IHZ� SODFHV�ZHUH� FRQVLGHUHG� VDIH� IRU� SHGHVWULDQV� HYHQ� IRXU� GHFDGHV� DJR�<RXQJ� PHQ� URDPHG� IRU� HDV\� SLFNLQJV� DSSDUHQWO\� ZLWKRXW� PRUDOV� RU� FRQVFLHQFH�9LVLWRUV� WR� WKH� LVODQG� ZHUH� ZDUQHG� WR� OHDYH� QRWKLQJ� WKDW� FRXOG� EH� SLFNHG� XS� DQGFDUULHG� DZD\�� HYHQ� JDUGHQ� LPSOHPHQWV�� %XUJODU� EDUV� RYHU� ZLQGRZV� ZHUH� VWDQGDUGEXW�GLG�QRW�SUHYHQW�UREEHULHV��6XSSOH�\RXWKV�JUHDVHG�WKHPVHOYHV�WR�VOLS�WKURXJK�EDUV
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RQO\��´�DSDUW�� � ,Q�D�VXE�WURSLFDO�FOLPDWH� LW�ZDV�D�FRPPRQ�PLVWDNH�WR� OHDYH�ZLQGRZVRSHQ�DW�QLJKW�LI�WKH�KRXVH�ZDV�QRW�DLU�FRQGLWLRQHG��/RXYHUHG�ZLQGRZV�SURYHG�RQO\�DSDUWLDO�GHWHUUHQW�EHFDXVH�SROHV�ZLWK�KRRNV�FRXOG�EH�LQVHUWHG�WR�OLIW�FORWKLQJ�FRQWDLQLQJZDOOHWV��5D]RUV�ZHUH� WKHQ�DWWDFKHG� WR� WKH�SROHV� WR�SUHYHQW�DQJU\� YLFWLPV�VQDWFKLQJEDFN�WKHLU�EHORQJLQJV��:DUQLQJV�RI�FDQQDELV�HQUDJHG�VXJDU�FDQH�FXWWHUV�ZHUH�ULIH�
$QHFGRWDO�HYLGHQFH�PDLQWDLQHG�WKDW�PHQ�SDVVHG�IURP�YLOODJH�WR�YLOODJH�LPSUHJQDWLQJJLUOV� ZLWKRXW� UHVSRQVLELOLW\�� LW� ZDV� EHOLHYHG� WKDW� VH[� ZLWK� D� YLUJLQ� FXUHG� YHQHUHDOGLVHDVH��%DELHV�ZHUH�ERUQ�GLVHDVHG�DQG�ZLWKRXW�KRSH��6LQJOH�PRWKHUV� WUDGLWLRQDOO\OHIW�WKHLU�EDELHV�ZLWK�UXUDO�UHODWLYHV��XVXDOO\�JUDQGPRWKHUV��WR�ILQG�ZRUN�LQ�WKH�WRZQV�7KH\� KDG� YLUWXDOO\� QR� HGXFDWLRQ� DQG� WKH� ZRUN� ZDV� SRRUO\� SDLG�� XVXDOO\� GRPHVWLF�0DQ\�ZHUH�LJQRUDQW�RI�EDVLFV��UHIHUULQJ�WR�WKHLU�WKXPE�DV�D�³ILQJHU´��$�PDLG�ZDV�SDLGD�SLWWDQFH�DQG�SURYLGHG�ZLWK�IRRG�DQG�D�URRP��RIWHQ�EHKLQG�WKH�JDUDJH�RI�WKH�KRXVHZLWK� D� YHU\� UXGLPHQWDU\� VKRZHU� DQG� ODYDWRU\�� 7KH� URRP� ZDV� EDUH� FRQFUHWH�� 6KHZRXOG�SUHSDUH�PHDOV�� VKRS�DW� ORFDO�PDUNHWV� IRU� YHJHWDEOHV��ZDVK�FORWKHV�E\�KDQG�DQG�VSUHDG� WKHP�RQ�EXVKHV� WR�GU\��6KH�ZRXOG�PLQG� WRGGOHUV� IRU�KHU�HPSOR\HU�DQGWHDFK�WKHP�ORFDO�ORUH��:LVH�SDUHQWV�GLG�QRW�OHDYH�VPDOO�FKLOGUHQ�IRU�ORQJ�SHULRGV�
&DULQJ�IRU�WKH�FKLOGUHQ�RI�WKH�KRXVH�ZDV�FRQVLGHUHG�D�SHUN��-DPDLFDQV�DSSHDUHG�WRORYH�(QJOLVK�FKLOGUHQ�DOWKRXJK�WKH\�UDUHO\�VDZ�WKHLU�RZQ��:KHWKHU�WKLV�DIIHFWLRQ�ZDVEHFDXVH� ZKLWH� FKLOGUHQ� ZHUH� XVXDOO\� LQWULQVLF� WR� HPSOR\PHQW� RU� RXW� RI� JHQXLQHIRQGQHVV�LV�GLIILFXOW�WR�GHWHUPLQH���7KHUH�DUH�HQRXJK�UHFRUGV�RI�KLUHG�FDUHUV�ZKR�GLGQRW� ORYH� FKLOGUHQ� WR� LQGLFDWH� WKH� DIIHFWLRQ� ZDV� JHQXLQH�� 7KH� DIIHFWLRQ� ZDVUHFLSURFDWHG�E\�WKH�FKLOGUHQ�ZKR�UHVSRQGHG�WR�JHQWOH�FRQWURO�ZKHQ�WDNHQ�RXW�ZDONLQJ�
+DG�WKH�FKLOGUHQ�EHHQ�EDGO\�EHKDYHG�LW�LV�GRXEWIXO�WKH�KDSS\�UHODWLRQVKLS�FRXOG�KDYHFRQWLQXHG��0RVW�(QJOLVK�FKLOGUHQ�LQ�WKH�6L[WLHV�ZHUH�UDLVHG�LQ�WZR�SDUHQW�IDPLOLHV�ZLWKVWULFW� OLPLWV� RQ� EHKDYLRXU�� ERWK� SDUHQWV� DSSO\LQJ� GLVFLSOLQH� DV� WKH\� KDG� WKHPVHOYHVUHFHLYHG� IURP� WKHLU� RZQ�SDUHQWV�� �6PDFNLQJ�ZDV�RFFDVLRQDOO\� XVHG�EXW�PRUH� RIWHQWKH�PRUDO�GLVDSSURYDO�GHVFULEHG�E\�&KDUOHV�'DUZLQ� ZDV�VXIILFLHQW��:LWKRXW�D�VWDEOHIDPLO\�HQYLURQPHQW�VXFK�GLVFLSOLQH�ZDV�±�DQG�LV���ODFNLQJ�LQ�-DPDLFD�

3UREOHPV�ZLWK�%R\V�±�5HVHDUFK�0RGXOH�1R��
$SSHQGL[��
&DVH�6WXGLHV��:KDW�PDNHV�D�WHUURULVW"
3RYHUW\�� GLVDELOLW\�� SHHU� SUHVVXUH�� SDUHQWDO� QHJOHFW�� PD\� DOO� FDXVHDOLHQDWLRQ��,I�SDUHQW�FKLOG�ERQGLQJ�LV�ZHDN��DOLHQDWLRQ�LV�DOPRVW�FHUWDLQ��,ISDUHQWDO�FRQWURO�LV�VHYHUH��DOLHQDWLRQ�LV�VXUH��,I�SDUHQWV�VD\�³:H�ORYH�\RXVR� PXFK� ZH� DUH� VHQGLQJ� \RX� DZD\´�� DOLHQDWLRQ� IROORZV� FRQIXVLRQ�� $FRQIXVHG�FKLOG�LV�SUH\�WR�EDG�LQIOXHQFHV�DQG�HDVLO\�OHG�DVWUD\��,I�D�FKLOGIHHOV�KHOSOHVV�EHFDXVH�DGXOWV�GR�QRW�OLVWHQ�WR�KLP��DSDWK\�ZLOO�UHVXOW��$QLQVHFXUH�FKLOG�ZLOO�EH� IHDUIXO�DQG� WLPLG��2OGHU��KH�ZLOO� WU\� WR� FRQWURO�KLVZRUOG�DQG�GHPDQG�WRR�PXFK�RI�WKRVH�DURXQG�KLP��1RWKLQJ�DQG�QRERG\ZLOO�HYHU�EH�JRRG�HQRXJK��+H�ZLOO�H[SHFW�HYLO�
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$OLHQDWLRQ�LV�FHUWDLQ�WR�FUHDWH�UHEHOV�ZKR�PD\�EHFRPH�WHUURULVWV�LQ�WLPH�2VDPD�%LQ�/DGHQ�DQG�KLV�PRWKHU�DOOHJHGO\�ZHUH�UHJDUGHG�DV�LQIHULRU�LQ$UDE� VRFLHW\�� 0RKDPPHG� $WWD� FRXOG� QHYHU� SOHDVH� KLV� KDUVK� IDWKHUKRZHYHU�KDUG�KH�WULHG��5LFKDUG�5HLG�ZDV�D�GULIWHU��$�VHQVH�RI�LQDGHTXDF\LV� FRPPRQ�� <RXQJ�PHQ� RIWHQ� KDYH� KLJK� LGHDOV� FRPELQHG�ZLWK� QDWXUDODJJUHVVLRQ��7KH�DEVHQFH�RI�SURSHU�FKDQQHOV�RI�H[SUHVVLRQ�PD\�OHDG�WRJDQJV�� SROLWLFDO� H[WUHPLVP� RU� UHOLJLRXV� IDQDWLFLVP�� 1D]LVP� RU� 7DOHEDQ�7KH�SURPLVH�RI�SRZHU� LV� D� VWURQJ� DGGLFWLRQ� WR� WKH�SRZHUOHVV��:KHWKHUULFK� RU� SRRU�� ER\V� QHHG� VHQVLWLYH� PRWKHUV�� VWURQJ� IDWKHUV�� +RZHYHU�JRRG�VFKRROLQJ�FDQ�DPHOLRUDWH�SDUHQWDO�GHILFLHQFLHV�
6XFFHVVIXO� EXVLQHVVPDQ� 'RQDOG� -DPHV� KDG� D� W\UDQQLFDO� PRWKHU� DQGHDV\�JRLQJ� IDWKHU�� 'HVSLWH� D� PLGGOH�FODVV� KRPH�� 'RQDOG� VXIIHUHGEHDWLQJV�IURP�KLV�PRWKHU�ZKRVH�LQVWDQW�IXU\�ZDV�QR�GRXEW�WKH�UHVXOW�RIKHU� RZQ� HPRWLRQDOO\� GHSULYHG� FKLOGKRRG�� /HIW� ZLWK� VHUYDQWV� ZKLOH� KHUPRWKHU�SOD\HG�WKH�SLDQR�DQG�IDWKHU�ZRUNHG��'RURWK\�XQOHDVKHG�KHU�UDJHRQ� KHU� \RXQJHU� VRQ�� ZKRVH� QDWXUH� UHVHPEOHG� KHU� RZQ�� $V� D� \RXWK'RQDOG�PDGH�D�ERPE��ORVLQJ�D�OLPE�ZKHQ�LW�H[SORGHG�SUHPDWXUHO\���$V�DQDGXOW� KH� KDUVKO\� FRQWUROOHG� KLV� IDPLO\� DQG� KHOG� WKHP� LQ� WKUDOO� WR� KLVWDQWUXPV���$W�ZRUN�KH�LV�TXLHW��SROLWH�DQG�YHU\�HIILFLHQW��+H�EHOLHYHV�JRRGVFKRROLQJ�PDGH� KLP� D� JRRG� FLWL]HQ� DOWKRXJK� KH� VWLOO� IHHOV� WKH� XUJH� WRERPE�SHRSOH��+LV�VRQV�DUH�ZHOO�DGMXVWHG�PRGHO�FLWL]HQV�ZLWK�IDPLOLHV�
0DUN� /HHFK� LV� DQ� H[�FRQYLFW� DQG� IRXQGHU� RI� ³8QORFN´� SULVRQHUV¶� FKDULW\�� +LVHDUO\� OLIH� ZDV� PDUNHG� E\� QHJOHFW� DQG� SRYHUW\�� +LV� UHEHOOLRQ� ODQGHG� KLP� LQSULVRQ� PDQ\� WLPHV�� ZKHUH� KH� FRQWLQXHG� WR� SURYRNH� DXWKRULW\�� HYHQWXDOO\EHFRPLQJ�DQ�H[SHUW�RQ�SHQDO�ODZ��+LV�DXWRELRJUDSK\�KDV�D�SUHIDFH�E\�-XGJH:LOOLDP�3LFNOHV��0DUN�LV�QRZ�D�UHVSHFWHG�ZULWHU�DQG�EURDGFDVWHU�
(PRWLRQDO� SRYHUW\� FDQ� EH� DV� GLVDEOLQJ� DV� PDWHULDO� SRYHUW\�� LI� QRW� PRUH� VR�3RRU�FKLOGUHQ�UDLVHG�LQ�ORYLQJ�KRPHV�GR�QRW�EHFRPH�WHUURULVWV�RU�FULPLQDOV��ULFKFKLOGUHQ�IURP�XQORYLQJ�KRPHV�VHHN�LGHQWLW\�DQG�VHOI�ZRUWK�ZKHUH�WKH\�ILQG�LW�

3UREOHPV�ZLWK�%R\V�±�5HVHDUFK�0RGXOH�1R��
$SSHQGL[��

0DWHUQDO�VHQVLWLYLW\
6FKDIIHU��S���0RWKHULQJ )RQWDQD������TXRWHV�0DU\�$LQVZRUWK RQ�DVHQVLWLYLW\�LQVHQVLWLYLW\�VFDOH�

³7KLV� VFDOH� GHDOV� ZLWK� WKH� PRWKHU¶V� UHVSRQVHV� WR� WKH� LQIDQW¶V� VLJQDOV� DQGFRPPXQLFDWLRQV��7KH�VHQVLWLYH�PRWKHU� LV�DEOH� WR� VHH� WKLQJV� IURP�KHU� EDE\¶VSRLQW� RI� YLHZ�� 6KH� LV� WXQHG�LQ� WR� UHFHLYH� KHU� EDE\¶V� VLJQDOV�� VKH� LQWHUSUHWVWKHP� FRUUHFWO\�� DQG� VKH� UHVSRQGV� WR� WKHP� SURPSWO\� DQG� DSSURSULDWHO\�



��

$OWKRXJK�VKH�QHDUO\�DOZD\V�JLYHV�WKH�EDE\�ZKDW�KH�VHHPV�WR�ZDQW��ZKHQ�VKHGRHV�QRW�VKH�LV�WDFWIXO�LQ�DFNQRZOHGJLQJ�KLV�FRPPXQLFDWLRQ�DQG�LQ�RIIHULQJ�DQDFFHSWDEOH�DOWHUQDWLYH��6KH�PDNHV�KHU�UHVSRQVHV�WHPSRUDOO\�FRQWLQJHQW�XSRQWKH�EDE\¶V� VLJQDOV� DQG� FRPPXQLFDWLRQV�� 7KH� VHQVLWLYH�PRWKHU�� E\� GHILQLWLRQ�FDQQRW�EH�UHMHFWLQJ��LQWHUIHULQJ��RU�LJQRULQJ�
7KH� LQVHQVLWLYH� PRWKHU�� RQ� WKH� RWKHU� KDQG�� JHDUV� KHU� LQWHUYHQWLRQV� DQGLQLWLDWLRQV�RI�LQWHUDFWLRQV�DOPRVW�H[FOXVLYHO\�LQ�WHUPV�RI�KHU�RZQ�ZLVKHV��PRRGVDQG� DFWLYLWLHV�� 6KH� WHQGV� HLWKHU� WR� GLVWRUW� WKH� LPSOLFDWLRQV� RI� KHU� EDE\¶VFRPPXQLFDWLRQV��LQWHUSUHWLQJ�WKHP�LQ�WKH�OLJKW�RI�KHU�RZQ�ZLVKHV�RU�GHIHQFHV�RU�QRW�WR�UHVSRQG�WR�WKHP�DW�DOO�´
7KH� VHFRQG� SDUDJUDSK� UHIOHFWV� WKH� LQVHQVLWLYLW\�� LI� QRW� LPPDWXULW\�� RIPDQ\� µH[SHUWV¶�� 0RVW� IHPDOH� VSHFLDOLVWV� DQG� PHGLD� W\SHV� KDYH� YHVWHGLQWHUHVWV�LQ�FKLOGFDUH�DOWKRXJK�IHZ�DGPLW�WR�OHDYLQJ�EDELHV�LQ�IXOOWLPH�GD\QXUVHULHV��0RVW�UHVHDUFKHUV�DW�/RQGRQ�8�,QVWLWXWH�RI�(GXFDWLRQ�KDYH�QRVPDOO�FKLOGUHQ��LI�DQ\�
&KLOGFDUH� LV� ULGGOHG�ZLWK� K\SRFULV\�� FDQW�� VHFUHF\�� DUURJDQFH�� EXOO\LQJ�LQWLPLGDWLRQ�� GLVKRQHVW\� DQG� JUHHG�� %LJ� PRQH\� PHDQV� ELJ� FRUUXSWLRQ�,QYHVWPHQW�EURNHUV�7HDWKHU�	�*UHHQZRRG�VROLFLWHG� IXQGV� IRU�&KLOGFDUH&RUSRUDWLRQ�����ZKLOH�XQGHU�LQYHVWLJDWLRQ�IRU�QRQ�GLVFORVXUH�RI�HVVHQWLDOLQIRUPDWLRQ� UHODWLQJ� WR� RWKHU� EXVLQHVV� DQG� ZHUH� VHYHUHO\� UHSULPDQGHGDQG�ILQHG�E\�WKH�ILQDQFLDO�DXWKRULWLHV�LQ�������$OFKHP\�LQYHVWHG����0�LQFKLOGFDUH�IRUHFDVWLQJ�����DQQXDO�UHWXUQ��7KH�RQO\�VHQVLWLYLW\�LQYROYHG�LVIRU�SURILWDELOLW\�
3URIHVVRUV�DQG�RWKHUV�GR�QRW�DQVZHU�TXHVWLRQV��QHLWKHU�GR�WKH\�DFFHSWDSRORJLHV�� �$Q�$PHULFDQ�FRPPHQWHG��&KLOGFDUH�LV�IXOO�RI�VKLW�� � �+H�ZDVULJKW�

3UREOHPV�ZLWK�%R\V���5HVHDUFK�0RGXOH�1R��
$SSHQGL[��
(DUO\�<HDUV

��������� 5DGLR� ��:HHNHQG�:RPDQ¶V� +RXU��ZRPHQ� ZDQW� GDXJKWHUV D�� EHFDXVHWKH\�DUH�HDVLHU�WR�KDQGOH�LQ�WKH�HYHQW�RI�GLYRUFH�DQG�E��EHFDXVH�ER\V�PHDQ�WURXEOH�
���������%%&�79�1HZV�%R\V� IDOOLQJ�EHKLQG�ZLWK� UHDGLQJ��RQH�WKLUG�QHYHU� UHDGIRU�SOHDVXUH��5��'HVHUW�,VODQG�'LVFV��-DPLH�2OLYHU�ILQGV�ERRNV�³WRR�ERULQJ´
���������6XQGD\�7LPHV��1HZV������1XUVHU\�ER\V� µGHYDOXHG¶�E\� IHPDOH� WHDFKHUVUHSRUW� E\� -RQDWKDQ� /HDNH� RQ� UHVHDUFK� ZLWK� $PHULFDQ�� %ULWLVK� DQG� RWKHU� ZHVWHUQ



��

QXUVHU\�NLGV�E\�'U�/HRQDUG�6D[��FKLOG�SV\FKRORJLVW�LQ�$P�3V\FKRORJLFDO�$VVQ�MRXUQDO±�ODFN�RI�PHQ�LQ�WKHLU�OLYHV�DIIHFWV�ER\V�
6SHLJKW�	�:\QQH UH�&KLOGUHQ�$FW� $UFK�'LV�&KLOG�����������������µ,V�WKH�&KLOGUHQ$FW�IDLOLQJ�VHYHUHO\�DEXVHG�DQG�QHJOHFWHG�FKLOGUHQ"¶
3����µLPSHQGLQJ�FULVLV¶�ZLWK�FULPH��YLROHQFH�HWF��DQG�SUREOHPV�ZLWK�GLVFLSOLQH
����������0�RIIHQFHV����������0��� �WRWDO�FULPHV��������0�SDUHQWLQJ�RI�NLGV�PRVW�LQWHQVH�LQ�ILUVW���\HDUVµEDVLF�VHFXULW\�HVVHQWLDO�IRU�PHQWDO�KHDOWK�DQG�VHOI�HVWHHP¶
3����/RYH�±�FDUH�DQG�FRPPLWPHQW�±�QR�DSRORJLHV�IRU�WKH�ZRUG�µORYH¶�±�KDUGO\�WR�EHIRXQG� LQ� WKH� VFLHQWLILF� OLWHUDWXUH�� ³&KLOGUHQ� QHHG� WR� IHHO� WKDW� WKH\� DUH� ORYHGFRQVLVWHQWO\� DQG� XQFRQGLWLRQDOO\�� DQG� DWWDFKPHQW� EHKDYLRXU� LV� WKH� QDWXUDOFRQVHTXHQFH�RI� WKLV«���(YHQ�� ,I� WKH�GHSULYDWLRQ� LV�SDUWLDO�� WKH�FKLOG�ZLOO� EH�DWULVN�RI�GHYHORSLQJ�LQVHFXUH�DWWDFKPHQWV�ZLWK�VXEVHTXHQW�GLVWXUEDQFH�RI�VRFLDODQG�HPRWLRQDO�UHODWLRQVKLS��8QIRUWXQDWHO\�VRPH�FKLOG�FDUH�SURIHVVLRQDOV�VHHPWR� KDYH� ORVW� VLJKW� RI� WKH� FUXFLDO� LPSRUWDQFH� RI� ³HPRWLRQDO� GHSULYDWLRQ�´DVKLJKOLJKWHG� E\� %RZOE\�� ´� � 0D\EH� D� WHVW� LV� QHHGHG� IRU� ³HPRWLRQDO� IDLOXUH� WRWKULYH´�� FULPLQDO�EHKDYLRXU�FDQ�EH�SUHGLFWHG�HDUO\�DQG�VKRXOG�SURYLGH�H[FHOOHQWRSSRUWXQLWLHV�IRU�SUHYHQWLYH�VWUDWHJ\
)DUULQJWRQ� DQG�:HVW�&DPEULGJH�6WXG\� LQ�'HOLQTXHQW�'HYHORSPHQW� IRXQG� WHDFKHU¶VDVVHVVPHQW�RI�³WURXEOHVRPHQHVV´�DW�������FRQILUPHG�E\�1RUZHJLDQ�VWXGLHV�RI�EXOOLHV�����RI�EXOOLHV�FRPPLWWHG�FULPHV�E\������3RRU�SDUHQWLQJ WKH�FKLHI�FDXVH�3RYHUW\� DORQH� QRW� WKH� UHDVRQ�� EHFDXVH� ³*RRG� SDUHQWLQJ� SURWHFWV� DJDLQVW� WKHDFTXLVLWLRQ�RI�D�FULPLQDO�UHFRUG´� �����LQFUHDVH�LQ�FULPH�RYHU����\HDUV2IILFLDO�FRVWV�RI�FULPH�LQ��������%��D������LQFUHDVH�VLQFH�����
3ROODN��0DUJDUHW��7H[WERRN�RI�'HYHORSPHQWDO�3DHGLDWULFV �����&KXUFKLOO�/LYLQJVWRQHS���IDLOXUH�WR�WKULYH�XVXDOO\�HPRWLRQDO��PDOQRXULVKPHQW�FDQ�EH�IROORZHG�E\�TXLFNµFDWFK�XS¶S���DJJUHVVLRQ�DJJUDYDWHG�E\�UHMHFWLRQ�E\�SDUHQWV�DQG�WKHQ�VRFLHW\��G\VIXQFWLRQDOIDPLO\�OLIH�OHDGV�WR�VK\QHVV��WLPLGLW\��DZNZDUGQHVV�DQG�LQKLELWHG�PRUDO�GHYHORSPHQWEHKDYLRXU�SUREOHPV�PRUH�FRPPRQ�WKDQ�SV\FKRVHV�RU�GLVRUGHUV�EXW�PRUH�FRPPRQLQ�ER\V SUHVFKRRO�DQG�VFKRRO��DGROHVFHQWV�HTXDOO\�SUREOHPDWLFS���QRQYHUEDO�WHVWV�EHWWHU�IRU�PDWKV�VFLHQFH�DELOLW\��µPDQ\�HPLQHQW�VFLHQWLVWVDQG�HQJLQHHUV�ZHUH�FRQVLGHUHG�EDFNZDUG¶ �VHH�$XWLVP�$VSHUJHU�
S���³&RPPXQLFDWLRQ�EHJLQV�DW�ELUWK´�ZLWK�EDEEOLQJ��GLIIHUV�EHWZHHQ�PD�DQG�SD
S��� HQYLURQPHQWDO� HIIHFWV� RQ� ODQJXDJH� DQG� DGDSWLYH� GHYORSW� EHJLQ� HDUOLHU� WKDQWKRXJKW�� L�H��E\�����PRQWKV�³0DQ\�PRUH�ER\V�DIIHFWHG� WKDQ�JLUOV´�HVS� LQ� LQQHUFLWLHV3���JHQGHU�KDV�D�PRUH�IDU�UHDFKLQJ�HIIHFW�WKDQ�WKRXJKW��ER\V�PRUH�DJJUHVVLYH�JLUOV�PRUH�DQ[LRXV��JLUOV�PRUH�V\PSDWKHWLF�FDUHUV��ER\V�PRUH�DW�ULVN�RI�GLVRUGHUV�DFFLGHQWV��VHH�6FKRRO�$FFLGHQWV���OHVV�UHVLVWDQW�WR�LQIHFWLRQV
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%DELHV�ERUQ�WR�PXPV�XQGHU����DQG�RYHU����DW�PRUH�ULVN�IURP�HQYLURQPHQWDO�IDFWRUV
3���HDUO\�H[SHULHQFHV�DIIHFW�ODWHU�OLIH
3���³6HOI�FRQILGHQFH�DQG�DELOLW\�WR�REWDLQ�DQG�KROG�GRZQ�D�MRE´�DUH�ELJ�EHQHILWVRI�SURSHU�GHYORSW
)DPLO\�/LIH��S���PDULWDO�GLVKDUPRQ\�DIIHFWV�ER\V�PRUH WKDQ�JLUOV��ZLWK�DQWLVRFLDOEHKDYLRXU�DQG�GHOLQTXHQF\�FRPPRQ'LYRUFH�FDXVHV�DJJUHVVLRQ�HVS�LQ�ER\V��DQG�ODVWV�ORQJHU��DOVR�QRQFRPSOLDQFHDQG�VXVSLFLRQ�RI�SHHUV3���+DUVK�� LQFRQVLVWHQW��XQIDLU�GLVFLSOLQH� OHDGV�WR�DOFRKROLVP�DQG�GHSUHVVLRQODWHU3���SUHVFKRROHUV�LQ�ORZ�VRFLR�HFRQRPLF�DUHD�ZKR�ZHUH�HQFRXUDJHG�E\�SDUHQWVWR�EH�FUHDWLYH�DQG�DGYHQWXURXV�KDG�³PRVW�HIIHFWLYH�OHDUQLQJ�VNLOOV´<RXQJ�IDWKHUV�PRVW�SURQH�WR�DEXVH��RIWHQ�SLFNLQJ�RQ�RQHVFDSHJRDW�FKLOG
3���PRWKHU�FKLOG�UHODWLRQVKLS�³RI�JUHDW�LPSRUWDQFH�WR�ERWK´0DWHUQDO�GHSUHVVLRQ�LQ�ILUVW�\HDU�EDG�IRU�GHYHORSPHQW��µDEVHQW�SDUHQW¶�
3��������0�3ROODN�VWXG\�RI�������\HDU�ROGV�GLYLGHG�LQ�WZR�JURXSV��RQH�IRU�PDWHULDOZHOIDUH��RWKHU�IRU�HPRWLRQDO��,QDGHTXDWH�KRXVLQJ�KDG�QR�HIIHFW��LQDGHTXDWH�FDUHDIIHFWHG�HYHU\WKLQJ�H[FHSW�PRWRU�GHYHORSPHQW
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3���0DWHUQDO�GHSUHVVLRQ�PRUH�FRPPRQ�ZLWK���NLGV�XQGHU������6HH�+RPH�6WDUW�
³2QH� RI� WKH� TXLFNHVW� ZD\V� WR� SURGXFH� V\PSWRPV� RI� LQVDQLW\� LV� WR� LVRODWH� DSHUVRQ�DV�WRWDOO\�DV�SRVVLEOH´
����ER\V�KDYH�PRUH�IULHQGV�WKDQ�JLUOV
����WRR�PDQ\�FDUHUV�FDXVHV�GHIHFWLYH�ERQGLQJ
IDWKHUV�YHU\�LPSRUWDQW�DV�SURYLGHUV��VXSSRUW�DQG�IRU�RQH�RQ�RQH�UH�VKLS�ZLWKEDE\
����LQWHUHVWHG�SDUHQWV�KDYH�EHWWHU�FKLOGUHQ��IDPLO\�VWUHVV�D�ELJ�QHJDWLYH�
S����VFKRROV�YHU\�LPSRUWDQW� 6\OYD������IRXQG�PRUH�SUREOHPV�IURP�GD\FDUH�FHQWUHVWKDQ�HGXFDWLYH�SUHVFKRRO
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0LOOHU��$OLFH��%DQLVKHG�.QRZOHGJH 9LUDJR �����S���³FKLOG�OHDUQV�FUXHOW\�QRW�E\ZDWFKLQJ�79�EXW�DOZD\V�E\�VXIIHULQJ´
/,*+7��3$8/��7KH�'HYHORSPHQW�RI�6RFLDO�6HQVLWLYLW\ ���� &83� � �6RXWKDPSWRQ�8QL'HSW�RI�3V\FKRORJ\�6HH������*DUQHU��3HUF\�HW�DO�RQ�³VH[�GLIIHUHQFHV�LQ�EHKDYLRXU�LPSXOVLYLW\�DQGDWWDLQPHQW�LQ�\RXQJ�FKLOGUHQ�LQ�-QO�RI�&K�3V\FKROR�DQG�3V\FKLD�����������3���VRFLDO�LQWHUDFWLRQ�DW�KRPH�D�PDMRU�VHWWLQJ��SDUHQWDO�GLVFLSOLQH�LQGXFWLYH��SURGXFHGPRUDO�VXSHULRULW\�LQ�FKLOGUHQ�����³DGYDQFHG�PRUDO�GHYHORSPHQW´�GXH�WR�UHDVRQV�DQG�FRQVHTXHQFHV�JLYHQ�SXQLVKPHQW�RULHQWHG�DVVRFLDWHG�ZLWK�SRRU�PRUDO�GHYHORSPHQW3���ER\V�VKRZHG ³VLJQLILFDQW�LQYHUVH�UHODWLRQ�EHWZHHQ�LQWUR�WLPH�DQGFRPSOHWLRQ ³�RQ�VLPSOH�WDVN�±�GLIIHUHQFHV�LQ�PDWHUQDO�HGXFDWLRQ�DQG�FKLOG¶V�,4LPPDWHULDO
S���ER\V�JLYHQ�PRUH�LQWUR�WLPH�GLG�EHWWHU�DQG�ERWK�VH[HV�EHWWHU�ZKHUH�PRWKHUDOORZHG�PLVWDNHV�EHIRUH�FRUUHFWLQJ�DQG�SUDLVHG�PRUH��EHDULQJ�QR�UHODWLRQ�WRHGXFDWLRQ�RU�FODVV
VHQVLWLYH�PRWKHUV�KDG�EHWWHU�UROH�WDNLQJ�NLGV��VRFLDO�FRQWUROV�QRW�UHODWHG�WR�FODVV�FRQFHVVLRQV�DQG�EDUJDLQLQJ�QRW�UHODWHG�WR�FODVV&K�����)ROORZ�XS�DW���\HDUV�DW�&DPEULGJH�VWXG\4XDOLWDWLYH�GLIIHUHQFHV�LQ�DGMXVWPHQW�DQG�LQWHUDFWLRQ�EHWZHHQ�PRWKHU�DQG�EDEH�LQILUVW�\HDU�YHU\�LPSRUWDQW�IRU�UHODWLRQVKLS�VHH�5LFKDUGV�DQG�%HUQDO�������
+HLQLFNH��&�	�:HVWKHLPHU��,�DQG�(OL]�:ROSHUW��%ULHI�6HSDUDWLRQV�/RQJPDQ ����
$WWDFKPHQW�LQVHFXULW\�LV�DVVRFLDWHG�ZLWK�D�ZLGH�UDQJH�RI�SV\FKLDWULF�GLVRUGHUV
%RZOE\�9RO����6HSDUDWLRQ�±�$Q[LHW\�DQG�$QJHU >VHH�GLVFXVVLRQ�RI�%RZOE\@
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