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&KDSWHU��
&RPPXQLW\�EDVHG�7RXULVP�LQ�7KDLODQG

,QWURGXFWLRQ
7KLV�VWXG\�RI�FRPPXQLW\�SDUWLFLSDWLRQ�LQ�HFRWRXULVP�GHYHORSPHQW�LQ�7KDLODQG�IRFXVHV�RQ�UXUDO�FRPPXQLWLHV�DV� WRXULVP�GHVWLQDWLRQV��0DQ\�RI� WKHVH�FRPPXQLWLHV�DUH�DSSO\LQJ�WKH�FRQFHSW�RI�HFRWRXULVP��(7��WR�WKH�SURFHVV�RI�FRPPXQLW\�GHYHORSPHQW��7KLV�SUDFWLFH�KDV�EHHQ�GHVFULEHG�DV�µFRPPXQLW\�EDVHG�HFRWRXULVP¶��&%(7���7KH�VWXG\�UHYLHZV�DQG�DQDO\VHV�WKH�SDVW�GHYHORSPHQW�RI�WRXULVP�DQG�WKH�LPSOHPHQWDWLRQ�RI�HFRWRXULVP�LQ�WKH�FRPPXQLW\��7RXULVP�LQ�WKH�&RPPXQLW\��7L&� LV�XVHG�WR�GHQRWH�DOO�IRUPV�RI�WRXULVP�WKDW�WDNH�SODFH�LQ�WKH��UXUDO��FRPPXQLW\�
5XUDO�FRPPXQLWLHV�FDQ�EH�LQYROYHG�LQ�WRXULVP�LQ�GLIIHUHQW�ZD\V��7L&�PD\�KDYH�EHHQ�SURPRWHG�LQ�D�FRPPXQLW\�DV�D� UHVXOW�RI� WKH�JRYHUQPHQW¶V�GHYHORSPHQW�SROLF\�RI�XVLQJ WRXULVP�WR�UDLVH�SHRSOH¶V� LQFRPH� DQG� FRQVHUYH� WKHLU� FXOWXUH� DQG� LGHQWLW\�� RU� D� FRPPXQLW\�PD\� KDYH� LQLWLDWHG�WRXULVP� DFWLYLWLHV� IRU� HFRQRPLF�� VRFLDO�� FXOWXUDO� DQG� SROLWLFDO� SXUSRVHV�� *HQHUDOO\�� WKH�FRPPXQLW\�LV�WKH�IRFXV�RI�WRXULVWV¶�YLVLWV�DV�WKHLU�LQWHQWLRQ�LV�WR�µWDVWH¶�ORFDO�FXOWXUH��+RZHYHU��PRVW�ORFDO�SHRSOH�UHFHLYH�QRQH�RU�YHU\�IHZ�EHQHILWV�IURP�WKHVH�YLVLWV�EHFDXVH�WKHLU�LQYROYHPHQW�LV� XVXDOO\� OLPLWHG� WR� VHOOLQJ� D� VPDOO� TXDQWLW\� RI� ORZ� SULFHG� ORFDO� FUDIWV� DQG� VHUYLFHV� RQO\�� ,Q�FRQWUDVW��WKH�PDMRU�VKDUH�RI�DQ\�SURILW�IURP�WKHVH�YLVLWV�JRHV�WR�YDULRXV�PLGGOHPHQ��IURP�ZLWKLQ�RU�RXWVLGH�WKH�FRPPXQLW\��HVSHFLDOO\�WRXU�RSHUDWRUV�DQG�VRXYHQLU�VKRS�RZQHUV��6XFK�WRXULVP�KDV�OHG� WR� DGYHUVH� LPSDFWV� RQ� WKH� KRVW� FRPPXQLWLHV� VXFK� DV� QHJDWLYH� FKDQJHV� LQ� VRFLR�FXOWXUDO�YDOXHV��DV�ZHOO�DV�LQ�WKH�EHKDYLRXU�DQG�DWWLWXGHV�RI�ORFDO�SHRSOH�DQG�KDV�EHHQ�D�VRXUFH�RI�ZDVWH�DQG� SROOXWLRQ�� $OWKRXJK� PDQ\� FRQFHUQHG� JRYHUQPHQW� DJHQFLHV� KDYH� EHHQ� DZDUH� RI� WKHVH�SUREOHPV�IRU�VHYHUDO�GHFDGHV��YHU\�OLWWOH�KDV�EHHQ�GRQH�WR�SURWHFW�KRVW FRPPXQLWLHV�RU�HQVXUH�WKH� HTXLWDEOH� GLVWULEXWLRQ� RI� EHQHILWV�� +RZHYHU�� PDQ\� QRQ�JRYHUQPHQWDO� RUJDQLVDWLRQV� KDYH�VHDUFKHG�IRU�D�QHZ�IRUP�RI�7L&��ZKLFK�DOORZV�ORFDO�SHRSOH�WR�FRQWURO�WRXULVP�DQG�LWV�LPSDFWV�DQG�HDUQ�WKH�ODUJHVW�VKDUH�RI�WKH�WRXULVWV¶�H[SHQGLWXUHV��7KLV�KDV�OHG�WR�WKH�SURPRWLRQ�FRQFHSW�RI�FRPPXQLW\�EDVHG� WRXULVP� �&%7��� ZKHUHE\� WRXULVP� LV� PDQDJHG� DQG� FRQWUROOHG� E\� WKH�FRPPXQLW\�� (FRWRXULVP� �(7��� ZKLFK� LV� D� WRRO� IRU� FRQVHUYLQJ� WKH� QDWXUDO� DQG� ELRORJLFDO�HQYLURQPHQW�ZRUOGZLGH��VXSSRUWV�WKLV�FRQFHSW�HIIHFWLYHO\�DQG�LV�RIWHQ�UHIHUUHG�WR�DV�FRPPXQLW\�EDVHG�HFRWRXULVP��&%(7���
7KH� WUDQVIRUPDWLRQ� IURP�DQG� IUDJPHQWDWLRQ� RI�7L&� WR�&%(7� LV� LOOXVWUDWHG� LQ�)LJXUH���� DQG�GLVFXVVHG�WKURXJKRXW�WKLV�FKDSWHU� ,Q�EULHI��7L&�LV�D�SDUW�RI�WKH�PL[WXUH�RI�WKH�WRXULVP�DQG�
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)LJXUH������7KH�WUDQVIRUPDWLRQ�IURP�7L&�WR�&%(7
FRQYHQWLRQDO� FRPPXQLW\� GHYHORSPHQW� FRQFHSW� LPSOHPHQWHG� LQ� WKH� FRPPXQLW\�� EDVLFDOO\� IRU�HFRQRPLF�GHYHORSPHQW��7KH�QHZ�SDUDGLJP�RI�QDWLRQDO�GHYHORSPHQW��SDUWLFXODUO\� LQ�7KDLODQG��JLYHV�JUHDWHU�HPSKDVLV WR�SHRSOH�DQG�GHFHQWUDOL]DWLRQ��DQG�DFFHSWV� WKH�FRQFHSW�RI� VXVWDLQDEOH�GHYHORSPHQW�WKDW�SURYLGHV�DQ�RSSRUWXQLW\�IRU�WKH�SDUWLFLSDWLRQ�RI�ORFDO�SHRSOH¶V�RUJDQL]DWLRQV��&RPPXQLW\� SDUWLFLSDWLRQ� WKHQ� EHFDPH� WKH� FHQWUDO� FRPSRQHQW� RI� WRXULVP� DQG� FRPPXQLW\�GHYHORSPHQW� DQG� WKH� EDVLV� RI� FRPPXQLW\�EDVHG� WRXULVP�� 1HZ� FRPPXQLW\� GHYHORSPHQW��LQFOXGLQJ�WRXULVP��WKHQ�H[WHQGHG�LWV�JRDOV�WR�EHQHILW�WKH�VRFLDO�OLIH��SROLWLFV�DQG�HQYLURQPHQW�RI�WKH�FRPPXQLW\��&RRSHUDWLRQ�ZLWK�RXWVLGHUV�LV�HVVHQWLDO�IRU�VXFFHVVIXO�FRPPXQLW\�PDQDJHPHQW�DQG� VKRXOG� VXSSRUW� FRPPXQLW\� FRQWURO� RI� DQ\� GHYHORSPHQW�� :KHQ� HFRWRXULVP�� ZKLFK� LV�JHQHUDOO\� VHHQ� DV� IRFXVVLQJ� RQ� ELRORJLFDO� DQG� SK\VLFDO� HQYLURQPHQWDO� UHVRXUFHV�� KDV� EHHQ�DGRSWHG��FRPPXQLW\�EDVHG�HFRWRXULVP�KDV�HPHUJHG�DV�D�FHQWUDO�SUDFWLFH�RI� WKH�FRPPXQLW\� WR�PDQDJH�HFRWRXULVP�
7KH�HYROXWLRQ�RI�7L&�IURP�FRPPXQLW\�DV�WKH�µWDUJHW¶ RI�WRXULVP�WR�LWV�µPDQDJHU¶�LQ�7KDLODQG�LV�UDWKHU� FRPSOH[�� EHFDXVH� RI� WKH� VRFLR�HFRQRPLF� VWUXFWXUH� RI� WKH� UXUDO� FRPPXQLWLHV� DQG� WKH�YDULRXV� IRUPV�RI� LQYROYHPHQW� RI� RXWVLGH� VWDNHKROGHUV�7KHUH� LV�QR� VLQJOH� IRUP�DQG�SDWWHUQ�RI�VXFK�HYROXWLRQ��7R�FODULI\�WKH�PDWWHU�DQG�IDFLOLWDWH�XQGHUVWDQGLQJ��WKLV�VWXG\�KDV�FODVVLILHG�7L&�LQWR� µFRQYHQWLRQDO� 7L&¶� DQG�&%7� DQG� VLPLODULWLHV� DQG� GLIIHUHQFHV� LQ� WKHVH� W\SHV� LQ� WHUPV� RI�JHRJUDSKLFDO�IHDWXUHV��PDLQ�DFWRUV�DQG�LQ�WHUPV�RI�FRQFHSW�KDYH�EHHQ�LGHQWLILHG�DQG�GLVFXVVHG��

&RQYHQWLRQDO�&RPPXQLW\�'HYHORSPHQW &RPPXQLW\�'HYHORSPHQW

6RFLDO�OLIH

6XVWDLQDEOH��'HYHORSPHQW

(FRQRPLFV 3ROLWLFV (QYLURQPHQW
7RXULVP�LQ�WKH�&RPPXQLW\��7L&�

&RPPXQLW\�EDVHG�7RXULVP��&%7�

*RYHUQPHQW

1*2V
3ULYDWH�VHFWRU

&RPPXQLW\��GHILQHG�E\�VKDUHG�SK\VLFDO�ORFDWLRQ�

(FRWRXULVP��(7�
&RPPXQLW\�EDVHG�(FRWRXULVP��&%(7�

(FRQRPLF�'HYHORSPHQW3HRSOH�&HQWUHG
'HFHQWUDOLVDWLRQ

&RRSHUDWLRQ
&RQVHUYDWLRQ

'HYHORSPHQW�&RQFHSWV
6XSSRUW
6XSSRUW

6XSSRUW

/RFDO�2UJDQLVDWLRQ�(VWDEOLVKPHQW

1DWLRQDO�3ROLFLHV��$JHQGD�%LRORJLFDO�DQG�SK\VLFDO��HQYLURQPHQWDO�FRQFHUQV

7RXULVP &RPPXQLW\�3DUWLFLSDWLRQ
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,W� LV� HVVHQWLDO� WR� XQGHUVWDQG� 7L&� GHYHORSPHQW� RQ� WKH� EDVLV� RI� WKH� H[SHULHQFHV� RI� UXUDO�FRPPXQLWLHV�WKURXJKRXW�WKH�FRXQWU\�WKDW�KDYH�EHHQ�LQYROYHG�LQ�WRXULVP��SDUWLFXODUO\�&%7��7R�DFKLHYH� WKLV� WKH� UHOHYDQW�GLVFRXUVHV�� L�H�� OLWHUDWXUH��QHZV��DUWLFOHV�� UHSRUWV�KDYH�EHHQ� UHYLHZHG�DQG�VRPH�FRPPXQLWLHV�KDYH�EHHQ�YLVLWHG�DQG�WKH�IRUPV�RI�WKHLU�LQYROYHPHQW�LQ�HFRWRXULVP�DUH�OLVWHG�LQ�$SSHQGL[����7DEOH�$������0\�RZQ�NQRZOHGJH�DQG�H[SHULHQFHV�RI�WRXULVP�LV�DQRWKHU�VRXUFH� RI� LQIRUPDWLRQ�� 7R� GHHSHQ� WKLV� VWXG\�� SULPDU\� LQIRUPDWLRQ� ZDV� FROOHFWHG� IURP�FRPPXQLWLHV�XVLQJ�WZR�FRPSOHPHQWDU\�GDWD�FROOHFWLRQ�PHWKRGV�± D�SRVWDO�TXHVWLRQQDLUH�VXUYH\�WKDW� WDUJHWHG� HLJKW\� FRPPXQLWLHV� LQYROYHG� PDLQO\ LQ� &%7�� DQG� DQ� LQ�GHSWK� VXUYH\� RI� IRXU�VHOHFWHG�FRPPXQLWLHV��
7KLV�&KDSWHU�JLYHV� DQ�RYHUYLHZ�RI� WRXULVP� LQ� WKH� FRPPXQLW\� �7L&�� LQ� UXUDO�7KDLODQG�DQG� LWV�HYROXWLRQ�� 7KH� FRQFHSW� RI� &%7�� &%7� SUDFWLFHV� DQG� WKH� FKDOOHQJHV� RI� &%7� IRU� ORFDO� 7KDL�FRPPXQLWLHV�DUH�DOVR�GLVFXVVHG��
�����7RXULVP�LQ�WKH�&RPPXQLW\��7L&�
0DQ\�UXUDO�FRPPXQLWLHV�KDYH�VHWWOHG�LQ�FORVH�SUR[LPLW\�WR�WKH�IRUHVWV�DQG�RWKHU�QDWXUDO�DUHDV��LQFOXGLQJ�SURWHFWHG�DUHDV��+RZHYHU��PDQ\�SURWHFWHG�DUHDV�ZHUH�RFFXSLHG�RU�KDYH�EHHQ�XVHG�E\�ORFDO�FRPPXQLWLHV� ORQJ�EHIRUH� WKH\�ZHUH�SURFODLPHG�DV�SURWHFWHG�DUHDV��,Q�ERWK�FDVHV�VHULRXV�SROLWLFDO�DQG�HFRORJLFDO�SUREOHPV�KDYH�RIWHQ�UHVXOWHG��
7RXULVP�LQ�WKH�FRPPXQLW\��7L&��LQ�7KDLODQG KDV�EHHQ�GHYHORSHG�IRU�RYHU�WKUHH�GHFDGHV��ZLWK�DQG� ZLWKRXW� SODQQLQJ�� DV� SDUW� RI WKH� FRXQWU\¶V� WRXULVP� GHYHORSPHQW� HIIRUWV�� SDUWLFXODUO\� WR�SURPRWH�UXUDO�7KDL�FXOWXUH�DQG�UDLVH�WKH�LQFRPH�RI�SHRSOH�RXWVLGH�%DQJNRN��1HZ�IRUPV�RI�7L&�VXFK� DV� &%7� DQG� &%(7� KDYH� EHHQ� SURPRWHG� VWURQJO\� RQO\� LQ� WKH� ODVW� GHFDGH�� $� IHZ� 7L&�SURMHFWV� KDYH� EHHQ� GHYHORSHG� E\� FRPPXQLWLHV� WKHPVHOYHV�� EXW� WKH�PDMRULW\� RI� VXFK� SURMHFWV�KDYH�EHHQ�SXVKHG�E\�WKH�JRYHUQPHQW��DQG�E\�WKH�SULYDWH�VHFWRU��0RVW�FRPPXQLWLHV�DUH�LQYROYHG�RQO\� LQ� SURYLGLQJ� WKH� WRXULVW� DWWUDFWLRQV� DQG� VHOOLQJ� FUDIWV� DQG� DUWV� SURGXFWV�� 7KXV�� YHU\� IHZ�FRPPXQLWLHV�KDYH�EHHQ�DEOH�WR�H[HUFLVH�DQ\�FRQWURO�RYHU�WKH�ZD\�WRXULVP�KDV�GHYHORSHG�DQG�WKH�LPSDFWV�WKDW�KDYH�DFFRPSDQLHG�LW��
�������3HRSOH��1DWXUH��&XOWXUH�DQG�7RXULVP
7KH� UHODWLRQVKLSV� DPRQJ� WKH� WKUHH� PDMRU� HOHPHQWV� LQ� WKH� FRPPXQLW\� ± SHRSOH�� QDWXUH�� DQG�FXOWXUH� ± DQG�ZLWK� WRXULVP� LV� WKH�PDLQ� WKHPH�RI�7L&��7KHVH� HOHPHQWV�KDYH�HYROYHG�ZLWK� WKH�GHYHORSPHQW�RI�WKH�FRPPXQLW\�DFFRUGLQJ�WR�PDQ\�IDFWRUV�DQG�WKURXJK�WLPH��)LJXUH����
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)LJXUH������7KH�UHODWLRQ�EHWZHHQ�SHRSOH��QDWXUH��FXOWXUH�DQG�WRXULVP�LQ�WKH�FRPPXQLW\
LOOXVWUDWHV�WKH�UHODWLRQVKLSV�DPRQJ�WKHVH�HOHPHQWV�DQG�VKRZV�KRZ�WRXULVP�KDV�WDNHQ�DGYDQWDJH�RI�WKHP�
µ3HRSOH¶�KHUH�UHIHUV�WR�WKH�ORFDO�SRSXODWLRQ�RI�WKH�UXUDO�FRPPXQLW\�ZKRVH�ZD\�RI�OLIH�LV�EDVHG�PRVWO\�RQ�DJULFXOWXUH��SODQWDWLRQV�DQG�ILVKHULHV��DQG�RQ�WKHLU�WUDGLWLRQDO�RU�QDWLYH�FXOWXUH��7KHUH�PD\�RU�PD\�QRW�EH�LQWHUDFWLRQ�EHWZHHQ�WKH�ORFDO�SHRSOH�DQG�WKH�WRXULVWV��GHSHQGLQJ�RQ�ZKHWKHU�RU�QRW� WKH�IRUPHU�JHW� LQYROYHG� LQ� WRXULVP�DQG�LWV�PDQDJHPHQW�� ,I�VR�� WKH�H[WHQW�RI� LQWHUDFWLRQ�EHWZHHQ� ORFDO� SHRSOH� DQG� WKH� WRXULVWV� LV� OLNHO\� WR� LQFUHDVH�� +RZHYHU��PDQ\� ORFDOV� DSSHDU� WR�FKDUDFWHULVH�WKH�WRXULVWV�DV�FRPLQJ�DQG�FRQVXPLQJ�WKHLU�UHVRXUFHV��ZKLOH�WKH\�JHW�QRWKLQJ��
µ1DWXUH¶� LV� VRPHWKLQJ�QRUPDO�DQG�VLPSOH�IRU� ORFDO�SHRSOH�ZKR�XVH�QDWXUDO� UHVRXUFHV�IRU WKHLU�VXEVLVWHQFH�QHHGV��µ&XOWXUH¶�UHIHUV�WR�WKH�ZD\�RI�OLIH�RI�WKH�SHRSOH��WKHLU�WUDGLWLRQV��YDOXHV�DQG�FXVWRPV��ORFDO�SURGXFWLRQ��DQG�VRFLDO�UHODWLRQV�ZLWKLQ�WKH�FRPPXQLW\�RU�WKHLU�LQWHUDFWLRQV�ZLWK�WKH�HQYLURQPHQW��$OWKRXJK�WKH�FXOWXUH�LV�QRW�VWDWLF��LW�LV�VORZO\�FKDQJLQJ�WKURXJK�WLPH��$OO�VRUWV�RI� FXOWXUDO� HOHPHQWV� KDYH� EHFRPH� WRXULVP� UHVRXUFHV�� &RQWDFW� ZLWK� RXWVLGHUV� PD\� DOWHU� WKH�G\QDPLF�RI�WKH�ORFDO�FXOWXUH�DQG�FKDQJH�LWV�GLUHFWLRQ��
,Q�EULHI��SHRSOH�OLYLQJ�LQ�UXUDO�DUHDV�DUH�XVXDOO\�VXUURXQGHG�E\�RU�LQ�FORVH�SUR[LPLW\�WR�IRUHVWV�RU�FRDVWDO� DUHDV�� 7KHLU� ZD\� RI� OLIH� LV� EDVHG� RQ� DJULFXOWXUH�IDUPLQJ�� ZLOG� SURGXFW� FROOHFWLRQ��ILVKHULHV�� WKHLU� UHOLJLRXV� DQG� VSLULWXDO� EHOLHIV� DQG� EHKDYLRXUV�� DQG� WKH\� DUH� FORVHO\� FRQQHFWHG�

/RFDO&8/785(
&20081,7<$*5,&8/785(�)DUP� )LH OG� )LVKHU\ QDW LRQDO SDUN�ZLOGOLIH VD QFWXDU\�UHVHUYHG I RUHVW �PDULQH HWF�

$*52)25(675<:LOG 3U RGXF WFROOHFWLRQ

7285,676( FRW RXULVW V
9L VLW RU V W RIUL HQG VDQGU HODWL Y HV

&XOW XU DO7R XUL VWV
$JU R�W RXU LVW V

7RXULVPVXSSO\ LQ WKHQD WXUD O WHUU LWRU\

7RXU LVPVXSSO\ LQ WKHSU RWHFWHGDUHD �3$�

7RXU LVPVXSSO\ LQ WKHFRPPXQLW\ ¶V WHUU LWRUU\

2WKHU WRXULVPVXSSO\ RXWV LGH WKHFRPPXQLW\ ¶V WHUULWRUU\ DQG 3$

)RFDO $WWUDFWLRQ
6XSSOHPHQWDU\$WWUDFWLRQ
6HUYLFHV DQG+RVSLWD OLW\
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ZLWK� QDWXUDO� F\FOHV�� 7KHVH� KDYH� EHFRPH� WRXULVP� DWWUDFWLRQV� LQ� WKH� SRVW�PRGHUQ� SHULRG�� $�FRPPXQLW\¶V�NQRZOHGJH� �LQ�7KDLODQG� LW� LV�RIWHQ� UHIHUUHG� WR�DV� 
ORFDO�ZLVGRP¶�RU�SKXP�SDQ\D�WKRQJWKLQ��� FXVWRPV� DQG� WUDGLWLRQV� DUH� JHQHUDOO\� SUHVHQWHG� WR� WRXULVWV�ZKHQ� WKH\� YLVLW� D� UXUDO�YLOODJH��7KLV�LV VRPHWLPHV�WKH�EHJLQQLQJ�RI�D�WRXULVP�EDVHG�ORFDO�HFRQRP\�RU�DW�OHDVW�D�SDUWLDO�VKLIW�DZD\�IURP�D�SURGXFWLRQ�RULHQWHG�RU�VXEVLVWHQFH�ORFDO�HFRQRP\�WR�D�VHUYLFH�RULHQWHG�ORFDO�HFRQRP\��:KLOH� WKH� ORFDO� SHRSOH� RIWHQ� GHDO� ZLWK� QDWXUH� LQ� D� FRQVXPSWLYH� DQG� FRQVHUYDWLYH�PDQQHU��DQG�DFFHSW�VRPH�FKDQJH�RI�WKHLU�FXOWXUH��FRQVHUYDWLRQLVWV�DQG�HFRWRXULVWV�SUHIHU�WR�VHH�WKHP�DV�FRQVHUYHG�REMHFWV��6XFK�GLIIHUHQW�DLPV�RQ�QDWXUDO�DQG�FXOWXUH�PDQDJHPHQW�PD\�FUHDWH�FRQIOLFW�DPRQJ�ORFDO�SHRSOH�DQG�RXWVLGHUV�
�������7\SH�RI�7L&
7L&�FDQ�EH�FDWHJRULVHG�LQWR�VHYHUDO�W\SHV�DFFRUGLQJ�WR�WKH�FRPPXQLW\¶V�ORFDWLRQ��WKH�PRWLYDWLRQ�RI� WRXULVWV�DQG� WKHLU�QHHG� IRU�DFFRPPRGDWLRQ��(DV\�DFFHVVLELOLW\�PD\�DOORZ� WRXULVWV� WR�YLVLW�D�FRPPXQLW\�DQG�WKHQ�UHWXUQ�KRPH�RU�PRYH�RQ�WR�DQRWKHU�GHVWLQDWLRQ�ZLWKLQ�WKH�VDPH�GD\��2Q�WKH�RWKHU�KDQG��UHPRWH�DQG�GLIILFXOW�WR�DFFHVV�DUHDV�PD\�UHTXLUH�WKH�WRXULVWV�WR�VWD\�RYHUQLJKW��7KLV�DIIHFWV�WKH�SDWWHUQ�RI�VHUYLFHV�DW�WKH�GHVWLQDWLRQ��3UDFWLFDOO\��RWKHU�IDFWRUV�WKDW�PD\�LQIOXHQFH�WKH�W\SH� RI� 7L&� DUH� WKH� FKDUDFWHULVWLFV� RI� WKH� WRXULVW� DWWUDFWLRQV� WKDW� DUH� DYDLODEOH�� WKH� SDWWHUQ� RI�WRXULVP�VHUYLFHV�SURYLGHG�DQG�WKH�ZD\�LQ�ZKLFK�WKH�FRPPXQLW\�LV�EHLQJ�SURPRWHG��7KXV��7L&�FDQ� EH� FODVVLILHG� LQWR� �� W\SHV�� WKH� JDWHZD\� GHVWLQDWLRQ� FRPPXQLW\�� WKH� GD\�YLVLW� GHVWLQDWLRQ�FRPPXQLW\� DQG� WKH� ILQDO�RU�RYHUQLJKW�GHVWLQDWLRQ�FRPPXQLW\�DV� LOOXVWUDWHG� LQ�)LJXUH�����DQG�GHVFULEHG�EHORZ�
�� 7KH�JDWHZD\�RU�WUDQVLW�FRPPXQLW\��7KLV�W\SH�RI�FRPPXQLW\�LV�QRW�ZHOO�NQRZQ�IRU�LWV�WRXULVW�DWWUDFWLRQV��,W�VHUYHV�PDLQO\�DV�D�VWRSRYHU�RU�SDVV�WKURXJK�SRLQW�IRU�WRXULVWV�RU�DV�D�JDWHZD\�WR� WKH� ILQDO� WRXULVW� GHVWLQDWLRQV�� +RZHYHU�� ODWHU� RQ� WKH� YLOODJH� PD\� EH� SURPRWHG� IRU� LWV�QDWXUDO� DQG� FXOWXUDO� UHVRXUFHV�� /RFDO� SHRSOH� PD\� VHOO� VRPH� IRRGV� RU� ORFDO� SURGXFWV� WR�WRXULVWV�RU�EH�HPSOR\HG�DV�WRXULVW�JXLGHV�RU�SRUWHUV��([DPSOHV�RI�WKLV�W\SH�DUH�%DQ�1D�.KD��&KDQJZDW�8GRQ�7KDQL��%DQ�7KD�WRQ��&KDQJZDW�&KLDQJ�5DL��%DQ�1D�3KR�.ODQJ��&KDQJZDW�8ERQ� 5DWFKDWKDQL�� DQG� %DQ� 3KX� .UDGXQJ�� &KDQJZDW� /HL�� 7KLV� W\SH� PD\� LQFOXGH� VPDOO�WRZQV�DQG�VXE�GLVWULFWV� WKDW�DUH�DW� WKH�FHQWUH�RI� WUDQVSRUWDWLRQ�QHWZRUNV�VXFK�DV�%DQ�3KH��&KDQJZDW�5D\RQJ��3DN�1DP�.KDQRP��&KDQJZDW�1DNKRQ�6UL�7KDPPDUDW��%DQ�8PSKDQJ��&KDQJZDW�7DN�HWF�
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6RXUFHV��6\QWKHVLVHG�IURP�WKH�VLWXDWLRQ�LQ�7KDLODQG�E\�DGRSWLQJ�WKUHH�UHJLRQV�RI�WRXULVP�V\VWHP��+DOO�������/HLSHU�������:HDYHU�DQG�/DZWRQ�����E��WKDW�IRFXV�RQ�WKH�GHVWLQDWLRQ�UHJLRQ��WKH�ORFDOLW\�RI�FRPPXQLW\�DQG�WRXULVP�UHVRXUFHV��DQG�WKH�FRQFHSW�RI�GHVWLQDWLRQ�FRYHUDJH��:HDYHU�DQG�/DZWRQ�����E��������
)LJXUH������7RXULVP�IHDWXUHV�RI�WKH�WKUHH�W\SHV�RI�GHVWLQDWLRQ FRPPXQLW\�LQ�7KDLODQG�

�� 7KH�GD\�YLVLW�GHVWLQDWLRQ�FRPPXQLW\� 7KH�FRPPXQLWLHV�LQ�WKLV�JURXS�DUH�ORFDWHG�RQ�WKH�ZD\�WR�D�PDLQ�WRXULVW�GHVWLQDWLRQ�RU�PD\�EH�HDV\�WR�YLVLW�DQG�UHWXUQ�KRPH��RU�WR�D�KRWHO�LQ�WRZQ��ZLWKLQ�WKH�VDPH�GD\��7KXV��WKH�PDLQ�WRXULVWV�KHUH�DUH�GD\�WULSSHUV�RU�RQH�GD\�YLVLWRUV�ZKR�GR� QRW� QHHG� DFFRPPRGDWLRQ�� 0DQ\� FRPPXQLWLHV� KDYH� DWWUDFWLYH� SODFHV� RU� DQQXDO�HYHQWV�IHVWLYDOV� WKDW� FRXOG� DWWUDFW� WRXULVWV� 7KLV� LQFOXGHV� WKHLU�PDWHULDO� FXOWXUH�� WUDGLWLRQV��FXVWRPV��ZD\V�RI�OLIH�DQG�UHOLJLRXV�IHVWLYDOV��7RXULVWV�RIWHQ�VHHN�KDQGLFUDIWV�DQG�DJULFXOWXUDO�SURGXFWV� WRR� DQG� DUFKLWHFWXUDO� HOHPHQWV� RI� KRXVHV� DQG� WHPSOHV� DQG� RWKHU� FRPPXQLW\�EXLOGLQJV� PD\� EH� RI� LQWHUHVW� WR� WRXULVWV�� DV� PD\� PDQ\� ORFDO� FRVWXPHV�� GDQFHV� DQG�SHUIRUPDQFHV�� ORFDO� IRRGV� DQG� GULQNV��1DWXUDO� IHDWXUHV�� HVSHFLDOO\� WKRVH� WKDW� KDYH� VWURQJ�DHVWKHWLF� DSSHDO��PD\�DOVR�DWWUDFW� WRXULVWV��([DPSOHV�RI� WKLV� W\SH�DUH�%DQ�+XE�.UDSKRQJ��&KDQJZDW�3KHWFKDEXUL��7DODW�1DP�'DPQRHQVDGXRN��&KDQJZDW�5DWFKDEXUL��0X�%DQ�0DHR�'RL�3XL��&KDQJZDW�&KLDQJ�0DL��%DQ .KLULZRQJ��&KDQJZDW�1DNKRQ�6UL�7KDPPDUDW�DQG�.R�6L�UH��&KDQJZDW�3KXNHW��7RXU�RSHUDWRUV�PD\�RUJDQLVH�WULSV�WR�WKHVH�SODFHV�DQG�UHTXHVW�VRPH�VHUYLFHV�IURP�ORFDOV�VXFK�DV�PHDOV��FXOWXUDO�SHUIRUPDQFHV�DQG�DFFRPPRGDWLRQ��SDUWLFXODUO\�IRU� WUHNNLQJ� WRXUV� WKDW� SDVV� WKURXJK� WKH� UHPRWH� KLOO� WULEH� YLOODJHV� VXFK� DV�%DQ�.KR�7KD��&KDQJZDW�7DN��%DQ�&KD�NXH��%DQ�.KR�$H�� DQG�%DQ�1RQJ�:HQ��&KDQJZDW�&KLDQJ�5DL��7KLV� W\SH� RI� 7L&� PD\� EH� LGHQWLILHG� DV� KDQGLFUDIW� PDNLQJ� YLOODJHV�� KLVWRULFDO� UHODWHG�FRPPXQLWLHV�� %XGGKLVW� PRQN�PRQDVWHU\� UHODWHG� FRPPXQLWLHV�� VSHFLDO�XQLTXH� WUDGLWLRQDO�IHVWLYDO�HYHQW� FRPPXQLWLHV�� DJULFXOWXUDO� RU� ILVKHU\� YLOODJHV� VXFK� DV� %DQ� 'DQ� .ZLHRQ��

7UDQVLW UHJLRQ

' HVWLQDWLRQ UHJLRQ

2ULJLQDOUHJLRQ ��
FRP P XQLW\WH UULWRU\

�FRP P XQLW\

)RFDO $ WWUDFWLRQ 6HUYLFH DQG+RVSLWDOL W\

�� *DWHZD\ RU 6WRSRYHU '& � �� 'D\�YLVLW '& � �� )LQDO RU 2YHUQLJKW '&

QRQ�FRP P XQLW\DW WUDFW LRQ V

�

6XSSOHP HQWDU\$ WWUDFWLRQ

'HVWLQDWLRQ &RPPXQLW\ �'&�
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&KDQJZDW�1DNKRQ�5DWFKDVLPD��%DQ�7KDL�/XH�1RQJ�%XD��&KDQJZDW�1DQ��5HQX�1DNKRQ��&KDQJZDW� 1DNKRQ� 3KDQRP�� DQG� %DQ� &KLDQJ�� &KDQJZDW� 8GRQ� 7KDQL�� +RZHYHU�� VRPH�FRPPXQLWLHV�PD\�SURYLGH�DFFRPPRGDWLRQ�IRU�WRXULVWV�LQ�FDVH�WKH\�ZDQW�WR�VWD\�RYHUQLJKW�VXFK�DV�%DQ�.KRWKD��%DQ�.KLULZRQJ�HWF��� 7KH�ILQDO�RU�RYHUQLJKW�GHVWLQDWLRQ�FRPPXQLW\��7KH�FRPPXQLW\�WKDW�LV�WKH�HQG�WDUJHW�RI�WKH�MRXUQH\�RU�WKH�WULS�LV�XVXDOO\�WKH�PDLQ�GHVWLQDWLRQ�FRPPXQLW\��9LVLWRUV�QHHG�RU�ZDQW�WR�VWD\�RYHUQLJKW�DW� WKHVH�ORFDWLRQV�LQ�YDULRXV�NLQGV�RI�DFFRPPRGDWLRQ��7KH�FRPPXQLWLHV�PD\�EH�ORFDWHG� LQ�YLOODJHV��UHVRUW�DUHDV�� WRZQV�DQG�FLWLHV��7KHVH�FRPPXQLWLHV�PD\�EH�ZHOO�NQRZQ�IRU� WKHLU�SODFHV�RI� DWWUDFWLRQV� DQG� IRU� WKHLU�DWPRVSKHUH�DQG� WKHUH� LV�XVXDOO\�D�GHPDQG� IRU�RYHUQLJKW� DFFRPPRGDWLRQ��([DPSOHV� LQFOXGH�.R�6DPXL��.R�7DR��&KDQJZDW�6XUDW�7KDQL��.R� 6DPHW�� &KDQJZDW� 5D\RQJ�� .R� 3KL� 3KL�� &KDQJZDW� .UDEL�� 6DPOLDP� 7KRQJ� .KDP��&KDQJZDW� &KLDQJ� 5DL�� .KDR�.KR�� &KDQJZDW� 3KHWFKDEXQ�� DQG�%H�WRQJ�� &KDQJZDW�<DOD��&XOWXUDO� KHULWDJH�� QDWXUDO� KHULWDJH�� VSHFLDO� REMHFWV�� DQG� WUDGLWLRQDO� HYHQWV� RU� IHVWLYDOV��LQFOXGLQJ�WKH�LQWHUSUHWDWLRQ�RI�WKHLU�ZD\�RI�OLIH��DWWUDFW�WRXULVWV�WR�WKH�FRPPXQLW\��7L&�PD\�RU�PD\�QRW�EH�PDQDJHG�RU�VXSSOLHG�E\�ORFDO�SHRSOH��/RFDO�SHRSOH�LQGLYLGXDOO\�PLJKW�UHFHLYH�WRXULVWV�DV�KRXVHJXHVWV�ZKHUH�DQ�DFFRPPRGDWLRQ�VHUYLFH�LV�QRW�DYDLODEOH��7KLV�SKHQRPHQRQ�LV� WKH� LQLWLDO� VWDJH� RI� 7L&� GHYHORSPHQW� LQ�PDQ\� UHPRWH� FRPPXQLWLHV�� SDUWLFXODUO\� LQ� WKH�FRDVWDO�YLOODJHV�VXFK�DV�DURXQG��3KXNHW��3DWWD\D�DQG�.R�6DPXL��6XFK�WRXULVP�FKDQJHV�WKH�ORFDO�HFRQRP\�RI�WKH�FRPPXQLWLHV�� IURP�DQ�DJULFXOWXUH�EDVHG�ORFDO�HFRQRP\�WR�D�WRXULVP�EDVHG�ORFDO�HFRQRP\��0RUHRYHU�WKH�LQIRUPDO�JXHVW�EHFRPHV�D�IRUPDO�FXVWRPHU�DQG�WKH�KRVW�EHFRPHV�D�VHUYLFH�SURYLGHU��7KH�UHODWLRQVKLS�EHWZHHQ�ORFDO�SHRSOH�DQG�WRXULVWV�GHSHQGV�RQ�WKH�ORFDO¶V�ZLOOLQJQHVV�WR�SURYLGH�SURGXFWV�DQG�VHUYLFHV�WR�WKH�WRXULVWV��,Q�PDQ\�FDVHV�ORFDO�SHRSOH� PD\� SUHVHQW� VRPHWKLQJ� VSHFLDO� RU� QRQ�URXWLQH� IRU� WRXULVWV� VXFK� DV� ZHDULQJ� WKHLU�WUDGLWLRQDO�FRVWXPHV��SOD\LQJ�WUDGLWLRQDO�JDPHV�DQG�GLVSOD\LQJ�WKHLU�WUDGLWLRQDO�ZD\�RI�OLIH��DV�LQ�WKH�FDVH�RI�PDQ\�KLOO�WULEHV�DUHDV��
7KHUH� LV�QRW�DOZD\V�D�JUHDW�GHDO�RI�GLIIHUHQFH�EHWZHHQ� WKHVH� WKUHH�7L&�W\SHV��H[FHSW� LQ�VRPH�UROHV�DQG�IXQFWLRQV�RI�WKH�FRPPXQLWLHV��7KH�ILUVW�WZR�W\SHV�PD\�QRW�QHHG�DQ\�DFFRPPRGDWLRQ�EHFDXVH� PRVW� WRXULVWV� DUH� GD\�WULSSHUV�� 7KH� ILUVW� RQH� PD\� EH� PRUH� FRQFHUQHG� ZLWK� LWV�FRPSOHPHQWDU\� IXQFWLRQ� DV� D� WUDQVSRUWDWLRQ� FHQWUH��ZKLOH� WKH VHFRQG�PD\� FRQFHQWUDWH� RQ� LWV�WRXULVW�DWWUDFWLRQV�DQG�VRPH�VHUYLFHV��7KXV��7L&�GHYHORSPHQW�LQ�WKH�ODVW�GHFDGH�KDV�EHHQ�WU\LQJ�WR�SURPRWH�WKHVH�VHUYLFHV�WR�LQFUHDVH�WRXULVP�LQFRPH�E\�H[SDQGLQJ�WKH�OHQJWK�WKH�OHQJWK�RI�VWD\�DQG�LQFUHDVLQJ�WKH�QXPEHU�RI�DFWLYLWLHV�IRU�WRXULVWV��0DQ\�FRPPXQLWLHV��ZKHWKHU�LQ�WKH�ILUVW�RU�VHFRQG� FDWHJRULHV�� DUH� DLPLQJ� WR� FKDQJH� DQG� SURPRWH� WKHPVHOYHV� DV� RYHUQLJKW� WRXULVP�GHVWLQDWLRQV� �7\SH� ���� 7KLV�� LQ� PDQ\� FDVHV�� PD\� UHVXOW� LQ� PRUH� SUREOHPV� EHFDXVH� RI� WKH�OLPLWDWLRQV�RI�RWKHU�IDFWRUV�VXFK�DV�LWV�DWWUDFWLRQV��ORFDWLRQ��WRXULVW¶V�PRWLYDWLRQ�DQG�WKH�UHDGLQHVV�RI�WKH�FRPPXQLW\�
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�������3DWWHUQV�RI�7L&
)RUPV�DQG�$WWUDFWLRQV�RI�7L&$V� PHQWLRQHG� HDUOLHU�� UXUDO� FRPPXQLWLHV� KDYH� EHHQ� SURPRWHG� EHFDXVH� RI� WKHLU� FXOWXUDO�DWWUDFWLRQV�IRU�PDQ\ GHFDGHV�DQG�QDWXUH�EDVHG�WRXULVP�ZDV�DGGHG�RQ�ODWHU��,Q�IDFW��7L&�FDQ�EH�FODVVLILHG� DFFRUGLQJ� WR� ZKDW� LW� LV� WKDW� DWWUDFWV� LQWHUQDWLRQDO� DQG� GRPHVWLF� WRXULVWV�� 7KHUH� DUH�YDULRXV�W\SHV�VXFK�DV�FXOWXUDO�WRXULVP��QDWXUH�EDVHG�WRXULVP��PLQRULW\�WULEH�WRXULVP��WUDGLWLRQDO�DQG� HYHQW� WRXULVP�� SLOJULPDJH� WRXULVP� DQG� UHVRUW� WRXULVP�� (FRWRXULVP� DQG� DJURWRXULVP� DUH�UHFHQW�IRUPV�WKDW�KDYH�EHHQ�GHYHORSHG�DQG�SURPRWHG�VLQFH�WKH�PLG�WR�ODWH�����V��7KH�YDULRXV�W\SHV�DUH�VXPPDULVHG�EHORZ�
�� &XOWXUDO�7RXULVP��7KH�PDLQ�DWWUDFWLRQV�DUH�WUDGLWLRQDO�ZD\�RI�OLIH�RI�WKH�FRPPXQLW\��7KLV�LQFOXGHV� UXUDO� DWPRVSKHUH�� ORFDO� DUFKLWHFWXUH� DQG� DUWV�� FUDIWV�� DQG� WKH� ORFDO� ZD\� RI� OLIH��&XOWXUDO�WRXULVP�PD\�DOVR�FRYHU�KLVWRULFDO�DQG�DUFKDHRORJLFDO�WRXULVP��SLOJULPDJH�DQG�KLOO�WULEH�WRXULVP��7UDGLWLRQDO�HYHQWV�DQG�FHOHEUDWLRQV�DUH�DOVR�LQFOXGHG�LQ�WKLV�W\SH��� 0LQRULW\� 7RXULVP�� 7KDLODQG� KDV� PDQ\� PLQRULW\� HWKQLF� JURXSV� VXFK� DV� .DUHQ�� +PRQJ��0HR���0LHQ� �<DR���$NKD��/LVX��/DKX� �0XVRU��DQG�.XRPLQWDQJ�&KLQHVH�5HIXJHHV��7KH\�KDYH�PRVWO\� VHWWOHG� RQ� WKH� UHPRWH� KLJK�PRXQWDLQ� DUHDV� LQ� WKH�1RUWKHUQ�5HJLRQ�� DQG� DUH�JHQHUDOO\�OHVV�PRGHUQLVHG�WKDQ�UXUDO�SODLQV�FRPPXQLWLHV��VHH�'DYLHV�DQG�:X��������(WKQLF�JURXSV�ORFDWHG�LQ�RWKHU�SDUWV�RI�WKH�FRXQWU\�DUH�DOVR�DWWUDFWLQJ�WRXULVWV�VXFK�DV�WKH�6DNDL�LQ�WKH�6RXWK��WKH�7KDL�'DP��7KDL�3XDQ�DQG�6RX\��RU�.XL��LQ�WKH�1RUWKHDVW�DQG�WKH�0RQ�LQ�WKH�&HQWUDO�5HJLRQ��(DFK�HWKQLF�JURXS�KDV� LWV�RZQ�KLVWRU\��FXVWRPV��DQG� WUDGLWLRQV�� LQFOXGLQJ�FRVWXPHV� DQG�ZD\V� RI� OLIH��&RKHQ� �����E�� KDV� H[WHQVLYHO\� VWXGLHG� WKH� IRUP�� SDWWHUQ� DQG�LPSDFWV�RI�WRXULVP�RQ�PLQRULWLHV�� LQ�KLV�ERRNV�QDPHO\�³7KDL�7RXULVP��+LOO�7ULEHV��,VODQGV�DQG� 2SHQ�HQGHG� 3URVWLWXWLRQ´�� 7KH� DXWKHQWLFLW\�� SULPLWLYHQHVV�� UHPRWHQHVV�� QDWXUDOQHVV��H[RWLFLVP�� FRORXUIXOQHVV� DQG� YDULHW\� RI� KDQGLFUDIWV�� WUDGLWLRQDO� OLIH� DQG� WKH� ODFN� RI�PRGHUQLVDWLRQ�LV�DVVXPHG�WR�DWWUDFW�PDQ\�WRXULVWV�IURP�XUEDQ�FHQWUHV�LQ�7KDLODQG�DQG�IURP�:HVWHUQ�FRXQWULHV��'XH�WR�WKH�SULPLWLYHQHVV�DQG�UHPRWHQHVV�RI�KLOO�WULEH�YLOODJHV��WUHNNLQJ�WRXUV�KDYH�EHFRPH�D�SRSXODU�PRGH�RI�WUDYHO�WR�YLVLW�WKHP��,Q�WKH�SDVW�RSLXP�DQG�SURVWLWXWHV�ZHUH�SURPRWHG�IRU�VRPH�NLQG�RI�WRXULVWV�LQ�WKHVH�DUHDV���� 7UDGLWLRQDO� DQG� (YHQWV� 7RXULVP�� 5HOLJLRXV� DQG� WUDGLWLRQDO� FXOWXUH� VWLOO� H[HUW� D� VWURQJ�LQIOXHQFH�RQ�OLIH�LQ�PDQ\�RI�WKH�UXUDO�FRPPXQLWLHV��$QQXDO�RU�VHDVRQDO�WUDGLWLRQV�DQG�HYHQWVDOO�\HDU�URXQG�DUH�D�FRPPRQ�IHDWXUH�RI�OLIH�LQ�WKHVH�FRPPXQLWLHV��6RPH�FRPPXQLWLHV�KDYH�VSHFLDO� HYHQWV� ZKLFK� DUH� IDPRXV� QDWLRQ�ZLGH�� 7KLV� DWWUDFWV� WRXULVWV� IURP� RWKHU� SDUWV� RI�7KDLODQG�� DV� ZHOO� DV� LQWHUQDWLRQDO� WRXULVWV� ZKR� FRPH� WR� YLVLW� DQG� MRLQ� WKH� WUDGLWLRQDO� RU�UHOLJLRXV� FHOHEUDWLRQV� DQG� HYHQWV��0DQ\� ORFDO� HYHQWV� KDYH� EHHQ� RUFKHVWUDWHG� �XVXDOO\� E\�
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7$7��DQG�SURPRWHG�DW�SURYLQFLDO�DQG�QDWLRQDO�OHYHOV��6RPH�VSHFLILF�HYHQWV�PD\�RFFXU�LQ�D�VLQJOH�RU�D�IHZ�YLOODJHV��VXFK�DV�ELUWK�FHUHPRQLHV��IXQHUDO�FHUHPRQLHV��ZHGGLQJ�FHUHPRQLHV�DQG�VSLULWXDO�RU�VDFUHG�FHUHPRQLHV��� 3LOJULPDJH�7RXULVP��3LOJULPDJH�WRXULVWV�VHHN�WR�OHDUQ�WKH�WHDFKLQJ�RI�UHOLJLRQ�DQG�WR�H[SUHVV�WKHLU� UHOLJLRXV� VHQWLPHQWV� DW� VDFUHG� VLWHV� DQG� PRQXPHQWV�� 6RPH� PD\� WUDYHO� WR� OHDUQ�%XGGKLVP�DQG�PHGLWDWLRQ�ZLWK�ZHOO�NQRZQ�PDVWHUV��)RU�H[DPSOH��YHU\�ODUJH�QXPEHUV�ZHUH�DWWUDFWHG�ZKHQ�/XDQJ�3KR�%XGGKD�'DVD�ZDV�DW�:DW�6XDQ�0RNNKDSODUDP�DQG�/XDQJ 3KR�&KD ZDV�DW�:DW�3D�1DQDFKDW��6PDOOHU�QXPEHUV�FRQWLQXH�WR�DUULYH�QRZ��%XGGKD�LPDJHV�DQG�UHODWHG�REMHFWV�DUH�WDUJHWV�IRU�YHQHUDWLRQ��DQG�VRPH�KDYH�P\WKV�DQG�OHJHQGV�DVVRFLDWHG�ZLWK�WKHP�� JLYLQJ� WKHP�D� VDFUHG�RU�PDJLF� DXUD��$QLPLVWLF�REMHFWV� WKDW� DUH� DVVRFLDWHG�ZLWK� WKH�VSLULW� ZRUOG� DUH� DOVR� YHQHUDWHG�� 7KHVH� PD\� EH� IRXQG� LQ� WKH� WHPSOHV�� YLOODJHV�� IRUHVWV� RU�KLVWRULF�EXLOGLQJV�DURXQG�WKH�FRXQWU\���� $JURWRXULVP��$JULFXOWXUH�LV�WKH�PDLQ�RFFXSDWLRQ�RI�PRVW�UXUDO�7KDL�SHRSOH��WKH�WUDGLWLRQDO�DQG�ORZ�WHFKQRORJ\�LQ�SODQWLQJ��ILVKLQJ�DQG�IHHGLQJ�WKH�DQLPDOV�LV�VWLOO�FRPPRQ�DQG�DWWUDFWV�XUEDQ�SHRSOH�DQG�IRUHLJQHUV�WR�WKH�YLOODJHV��$JULFXOWXUDO�SURGXFWV�HVSHFLDOO\�YDULRXV�IUHVK�DQG� SURFHVVHG� IUXLWV� DOVR� DWWUDFW� WRXULVWV�� 7KHUH� DUH� VHYHUDO� WHUPV� XVHG� LQWHUFKDQJHDEO\�ZRUOGZLGH��DJURWRXULVP��DJULWRXULVP��DJULFXOWXUDO� WRXULVP��DQG�UXUDO� WRXULVP��EXW� WKH� WHUP�DJURWRXULVP�KDV�EHHQ�XVHG LQ�7KDL�WRXULVP�IRU�DOPRVW�D�GHFDGH��&XUUHQWO\�LW�XVXDOO\�WDNHV�WKH�IRUP�RI�DQ�RUJDQLVHG�WRXU�WR�VHH�DJULFXOWXUDO�DFWLYLWLHV�DQG�EX\�SURGXFWV��7KLV�IRUP�RI�WRXULVP�FDQ�HDVLO\�EH�PDQDJHG�E\�WKH�YLOODJHUV�ZLWKRXW�LQFXUULQJ�PXFK�H[SHQGLWXUH��� 1DWXUH�EDVHG�7RXULVP��5XUDO�7KDL� FRPPXQLWLHV� DUH�� JHRJUDSKLFDOO\� DQG�HFRQRPLFDOO\�� LQ�FORVH�SUR[LPLW\�ZLWK�QDWXUDO�DUHDV��7KH�IRUHVW�DQG�WKH�VHD�LQIOXHQFH�WKHLU�ZD\�RI�OLIH��ZKLFK�LV�VXEVLVWHQFH�RULHQWHG��,QLWLDOO\��ORFDO�SHRSOH�PD\�QRW�UHDOLVH�WKDW�WKHLU�QDWXUDO�VXUURXQGLQJV�DUH�DWWUDFWLQJ�WRXULVWV�DQG�KDYH�WRXULVP�YDOXH�XQWLO�VRPH�WRXULVWV�DQG�WRXU�RSHUDWRUV�YLVLW�WKH�SODFHV� RU� XQWLO� WKH� JRYHUQPHQW� FODLPV� WKRVH� UHVRXUFHV� DV�SURWHFWHG�DUHDV��1DWXUH� WRXULVP�WKHQ� EHFRPHV� D� SDUW� RI� FRPPXQLW\� WRXULVP� ZKHQ� WRXULVWV� YLVLW� WKH� FRPPXQLW\� LQ� FORVH�SUR[LPLW\�WR�WKH�QDWXUDO�SODFHV��DUH�LQWHUHVWHG�LQ�WKH�ORFDO�DWPRVSKHUH��QHHG�ORFDO�SHRSOH�WR�EH�JXLGHV�RU�SRUWHUV�DQG�UHTXLUH�RWKHU�VHUYLFHV��1DWXUH�EDVHG� WRXULVP�KDV�EHHQ�GHYHORSHG�LQWR�HFRWRXULVP�LQ�WKH�SDVW�GHFDGH��DQG�WKHQ�LQWR�FRPPXQLW\�EDVHG�HFRWRXULVP�
7KHVH� IRUPV� DUH� QRW� DOZD\V� GLVWLQFW� DQG� DUH� RIWHQ� IRXQG�FRPELQHG� WRJHWKHU�ERWK� LQ� WHUPV�RI�DWWUDFWLRQV� DQG� WRXU� SURJUDPV�� ,Q� WKH� LQLWLDO� VWDJH�� WRXULVWV� YLVLWHG� WKH� YLOODJHV� WR� REVHUYH� WKH�WUDGLWLRQDO�ZD\�RI�OLIH�RI�YLOODJHUV��EXW�ZKHQ�IRUPDO�WRXULVP�LV�LQWURGXFHG�VXEVHTXHQWO\��PDQ\�UHVRXUFHV� DQG� DFWLYLWLHV� DUH� FRPPRGLILHG� WR� DWWUDFW� PRUH� WRXULVWV�� ZLWK� RU� ZLWKRXW� DQ\�PRGLILFDWLRQ�RI�WKRVH�UHVRXUFHV��7KLV�LV�D�FRQWURYHUVLDO�LVVXH�LQ�7L&�GHYHORSPHQW��DQG�LV�PXFK�GHEDWHG�E\�FRPPXQLW\�GHYHORSPHQW�DFWLYLVWV��DQWKURSRORJLVWV�DQG�MRXUQDOLVWV��
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*HQHUDOO\�� WKH� SXUSRVH� RI� WRXULVWV¶� WR�7KDL� FRPPXQLWLHV� DUH� UHOD[DWLRQ�� UHFUHDWLRQ�DQG�QDWXUH�HGXFDWLRQ��LQFOXGLQJ�OHDUQLQJ�DERXW�ORFDO�FXOWXUH��ZD\�RI�OLIH�DQG�WKH�WUDGLWLRQDO�ZLVGRP�UHODWHG�WR�QDWXUDO�UHVRXUFHV�PDQDJHPHQW��7RXULVW�DWWUDFWLRQV�FDQ�EH�SK\VLFDO�WKLQJV��P\WKV�DQG�OHJHQGV��FXOWXUDO�SUDFWLFHV��SURGXFWV��DFWLYLWLHV�DQG�HYHQWV�ORFDWHG�ZLWKLQ�WKH�FRPPXQLW\�RU�RXWVLGH�DQG�PD\�EHORQJ�WR�RU�DUH�PDQDJHG�E\�YLOODJHUV�RU�RWKHU�UHVSRQVLEOH�DJHQFLHV�E\�ODZ�RU�UHJXODWLRQ��,Q�FRQYHQWLRQDO�WRXULVP��PRVW�DWWUDFWLRQV��ZKHWKHU�WKH\�EHORQJ�WR�RU�DUH�XQGHU�WKH�UHVSRQVLELOLW\�RI�YLOODJHUV�RU�QRW��DUH�PDQDJHG�E\�RXWVLGHUV�� WKDW� LV��E\�JRYHUQPHQW�DJHQFLHV��SULYDWH�RSHUDWRUV�DQG�WRXU�JXLGHV��7KLV�LV�JHQHUDOO\�HIIHFWLYH�LQ�WHUPV�RI�GHYHORSPHQW�EHFDXVH�WKHVH�DJHQFLHV�KDYH�WKH� FDSDELOLW\� WR� LQYHVW�� PDQDJH� DQG� SURPRWH� VXFK� DWWUDFWLRQV�� DQG� ORFDO� SHRSOH� PD\� JDLQ�EHQHILWV� IURP� WKH� GHYHORSPHQW� RI� LQIUDVWUXFWXUH� DQG� XWLOLWLHV�� +RZHYHU�� WKH\� PD\� ORVH� WKHLU�WUDGLWLRQDO�ZD\�RI�OLIH��WKHLU�ULJKW�WR�PDQDJH�DQG�XWLOLVH�WKH�UHVRXUFHV��$GYHUVH�LPSDFWV�IURP�WKH�GHYHORSPHQW�VXFK�DV�WUDIILF��SROOXWLRQ�DQG�QHJDWLYH�VRFLR�FXOWXUDO�FKDQJHV�PD\�EH�LQHYLWDEOH�
7RXULVP�6HUYLFHV�DQG�0DQDJHPHQW/RFDO�SHRSOH� LQ� WKH�FRPPXQLW\�FDQ�VHUYH� WRXULVWV ZLWK�YDULRXV�NLQGV�RI�VHUYLFHV�DFFRUGLQJ� WR�ZKDW� WKH� WRXULVWV�GHPDQG�DQG�GHSHQGLQJ�RQ� WKH�ILQDQFLDO�DQG�RWKHU�UHVRXUFHV�DYDLODEOH� WR� WKH�ORFDO�SHRSOH��/RFDO�SURGXFWV��KDQGLFUDIWV��SULPDU\�DQG�VHFRQGDU\�DJULFXOWXUH�SURGXFWV�DQG�EDVLF�ORFDO�VHUYLFHV��FDQ�EH VROG�GLUHFWO\�WR�WKH�WRXULVWV�E\�ORFDO�SHRSOH��ZKLOH�RWKHU�VHUYLFHV�VXFK�DV�DFFRPPRGDWLRQ� �UHVRUW� DQG� EXQJDORZ� W\SHV��� WRXU� RSHUDWLRQV� DQG� WUDQVSRUWDWLRQ� PLJKW� EH�PDQDJHG�DQG�RSHUDWHG�E\�SULYDWH�RXWVLGH�RSHUDWRUV�� ,W� LV�QRW�XQNQRZQ�IRU� LQGLYLGXDO�ZHDOWK\�ORFDO�FRPPXQLW\�PHPEHUV�WR�EH�LQYROYHG�LQ�WKHVH�NLQG�RI�RSHUDWLRQV�WRR��DOWKRXJK�DGPLWWHGO\�LW�LV�VRPHZKDW�UDUH��2QO\�LQ�WKH�ODVW�GHFDGH�KDV�WKH�LGHD�RI�FRPPXQLW\�RUJDQLVDWLRQV�RZQLQJ�DQG�PDQDJLQJ�WKHVH�VHUYLFHV�DQG�SURGXFWV�EHHQ�SURPRWHG�LQ�PDQ\�FRPPXQLWLHV�DQG�WKLV�LVVXH�ZLOO�EH�GLVFXVVHG�ODWHU�
/RFDO�SHRSOH�DUH�LQYROYHG�LQ�WRXULVP�VHUYLFHV��DV�LQGLYLGXDOV�RU�DV�D�FROOHFWLYH��E\�SURYLGLQJ�
� $FFRPPRGDWLRQ��WKDW�LV�JXHVWKRXVHV��EXQJDORZV��UHVRUWV��KRPHVWD\V�DQG�FDPSLQJ�VHUYLFHV�� )RRG�DQG�GULQN��WKDW�LV�ORFDO IRRG�VKRSV��UHVWDXUDQWV��JURFHU\�DQG�IRRG�VWDOOV�� 7UDQVSRUWDWLRQ��WKDW�LV�PLQLEXVHV��PRWRUF\FOHV��WULF\FOHV��ERDWV��UDIWV��HOHSKDQWV��KRUVHV�DQG�R[FDUWV��RU�WKH\�PD\�DFW�DV�SRUWHUV� 6KRSV��WKLV�DW�JDV�VWDWLRQV��JURFHU\�VWRUHV��ORFDO�SURGXFWV�DQG�KDQGLFUDIWV�RXWOHWV�� /RFDO�KHULWDJH��DUWV�DQG�SHUIRUPDQFHV��WKDW�LV�WHPSOHV��ROG�KRXVHV��ORFDO�PXVHXPV��FXOWXUDO�FHQWUHV��GDQFH�SHUIRUPDQFHV��� /RFDO�JXLGH�DQG�ZLVGRP�LQWHUSUHWDWLRQ��WKDW�LV�WUHNNLQJ��ILVKLQJ��IDUP�YLVLWLQJ��KHDOLQJ�ZLWK�ORFDO�KHUEV��PDVVDJH�DQG�VR�RQ�



���

7L&��DJDLQ��DV�FRQYHQWLRQDOO\�SUDFWLVHG��GRHV�QRW�RIIHU�PDQ\�RSSRUWXQLWLHV�IRU�ORFDO�SHRSOH�WR�JHQHUDWH�LQFRPH��0RVW�RI�WKH�VHUYLFHV��SDUWLFXODUO\�WKRVH�WKDW�KDYH�GLUHFW�FRQWDFW�ZLWK�WRXULVWV��DUH� PDQDJHG� DQG� RSHUDWHG� E\� RXWVLGH� WRXU� RSHUDWRUV�� 7KH� RSHUDWRUV� RU� JXLGHV� FRQWDFW� ORFDO�SHRSOH� IRU� VRPH�JRRGV�DQG� VHUYLFHV� WKH\�ZDQW� DQG�SD\� WKHP�D� UHODWLYHO\� VPDOO� IHH� IRU� WKHVH��/RFDOV�JHQHUDOO\�DSSHDU�WR�DFFHSW�WKLV�VLWXDWLRQ�DV�EHWWHU�WKDQ�QRWKLQJ��2Q�QXPHURXV�RFFDVLRQV�WRXU�RSHUDWRUV�EULQJ� LQ� WRXULVWV� WR� VHH ORFDO�KHULWDJH�ZLWKRXW�SD\LQJ� WKH� ORFDOV�DQG� UHO\LQJ�RQ�WKHP� WR� EH� VDWLVILHG�ZLWK� DQ\� LQFRPH� JHQHUDWHG� E\� WKH� WRXULVWV� SXUFKDVLQJ� IRRG�RU� GULQNV� RU�SHUKDSV�VRPH�NLQG�RI�VRXYHQLU��,GHDOO\��WKH�QHZ�IRUP�RI�7L&�ZLOO�EHQHILW�WKH�ORFDOV�WR�D�JUHDWHU�H[WHQW� DQG ZLOO� OHDG� WR� D� IDLUHU� GLVWULEXWLRQ� RI� LQFRPH� GHULYHG� IURP� WRXULVWV� YLVLWLQJ� WKH�FRPPXQLW\� DQG� IHZHU� DGYHUVH� LPSDFWV� RQ� WKH� ORFDO� FXOWXUH� DQG� HQYLURQPHQW�� 7KLV� ZLOO� EH�GLVFXVVHG�ODWHU�RQ�LQ�WKH�WKHVLV�
�����&RQFHSW�RI�&%7
0DQ\�HFRWRXULVP�GHILQLWLRQV�UHIHU�WR�WKH�FRPPXQLW\�DV�D�FRPSRQHQW�RI�HFRWRXULVP�RU��DW�OHDVW��VXJJHVW� WKDW� WKH� ORFDO� FRPPXQLW\�RU�SHRSOH� FRXOG�SURILW� IURP� WKLV� IRUP�RI� WRXULVP��$OWKRXJK�HFRWRXULVP�LV�PDLQO\�D�QDWXUH�EDVHG�W\SH�RI�WRXULVP��LQ�PRVW�FRXQWULHV�WKH�QDWXUDO�DUHDV��LQ�RQH�ZD\� RU� DQRWKHU�� KDYH� D� FORVH� UHODWLRQVKLS�ZLWK� WKH� ORFDO� FRPPXQLWLHV�� 7KHUHIRUH� HFRWRXULVP�GHYHORSPHQW�KDV�WR�EH�FRQFHUQHG�ZLWK�WKH�UROH�DQG�UHVSRQVLELOLW\�RI�WKH�FRPPXQLW\�
&RPPXQLWLHV� DUH� JHQHUDOO\� LQYROYHG� ZLWK� HFRWRXULVP� LQ� WZR� ZD\V�� )LUVW�� DV� GHVWLQDWLRQV� RUDWWUDFWLRQV� LQ� WHUPV� RI� SODFH�� DQG� VHFRQG� DV� RSHUDWRUV� RU� DFWRUV� LQ� WHUPV� RI�PDQDJHPHQW� E\�SHRSOH� RU� ORFDO� RUJDQLVDWLRQV�� 7KH� GHVWLQDWLRQV� FDQ� EH� WKH� FRPPXQLWLHV� WKHPVHOYHV� DQG� WKH�QDWXUDO�UHVRXUFHV�DURXQG�WKHP�WKDW�KDYH�D�FORVH�UHODWLRQVKLS�WR�WKHLU�WUDGLWLRQV�DQG�ZD\�RI�OLIH��7KH�RSSRUWXQLW\�WR�RSHUDWH�HFRWRXULVP�UHVRXUFHV�DQG�DFWLYLWLHV�GHSHQGV�RQ�KRZ�PXFK�WKH\�KDYH�WKH� ULJKW� WR� PDQDJH� WKHVH� UHVRXUFHV�� 7KH� ULJKW� RI� ORFDO� SHRSOH� WR� FRQWURO� RU� SDUWLFLSDWH� LQ�HFRWRXULVP� PDQDJHPHQW� LV� UDUHO\� JUDQWHG�� SDUWLFXODUO\� LQ� GHYHORSLQJ� FRXQWULHV�� ZKHUH� WKH�JRYHUQPHQWV�KDYH�SURFODLPHG�VXFK�ODQGV�DV�SURWHFWHG�DUHDV��&RQIOLFWV�UHODWHG�WR�SURWHFWLQJ�DQG�PDQDJLQJ�QDWXUDO�UHVRXUFHV�RIWHQ�UHVXOW�IURP�VXFK�SURFODPDWLRQV��7R�VXSSRUW�WKH�FRPPXQLW\¶V�FDSDFLW\� WR� PDQDJH� HFRWRXULVP� DQG� DYRLG� RU� PLWLJDWH� DGYHUVH� LPSDFWV�� WKH� FRQFHSW� RI�DSSURSULDWH� FRPPXQLW\� GHYHORSPHQW� KDV� EH� DGRSWHG�� $OWHUQDWLYHO\�� FRPPXQLW\� GHYHORSPHQW�FDQQRW�LJQRUH�WKH�H[LVWHQFH�RI�WRXULVP�LQ�WKH�FRPPXQLW\�
&RPPXQLW\�EDVHG�(FRWRXULVP��&%(7���DV�D�VHJPHQW�RI�&RPPXQLW\�EDVHG�7RXULVP��&%7���ZDV�WHUPHG�DIWHU�WKH�HFRWRXULVP�GLVFRXUVH�KDG�IRFXVHG�PDLQO\�RQ�WKH�ULJKW�DQG�UHVSRQVLELOLW\�RI�ORFDO�FRPPXQLWLHV�WR�SDUWLFLSDWH�LQ�RU�FRQWURO��HFR�WRXULVP�GHYHORSPHQW��2QH�FRXOG�VSHDN�RI�VHYHUDO�OHYHOV�RI�SDUWLFLSDWLRQ��EXW�WKH�WHUP�µFRPPXQLW\�EDVHG¶�EDVLFDOO\�PHDQV�FRPPXQLW\�DV�D�FHQWUH�



���

RI� DOO� DFWLYLWLHV�� ,W� FDQ� UHIHU� WR� ORFDO� GHYHORSPHQW� DQG� WR� VHUYLFHV� DQG� SURJUDPV� WKDW� DUH�DFFHVVLEOH� WR� D� JURXS� RU� SRSXODWLRQ� LQ� WKHLU� RZQ� FRPPXQLW\�� ,Q� RWKHU� ZRUGV� D� FRPPXQLW\�RULHQWHG�DSSURDFK LV�XVHG�LQ�SODQQLQJ�DQG�GHYHORSLQJ�WRXULVP�LQ�WKH�FRPPXQLW\��
�������&%7�DV�D�1HZ�$SSURDFK�RI�7L&�
7KH� LPSDFWV� RI� FRQYHQWLRQDO� WRXULVP� RQ� WKH� FRPPXQLWLHV� DUH� WKH� PDLQ� FRQVLGHUDWLRQ� RI�FRPPXQLW\� GHYHORSHUV�� 1*2V�� VRFLRORJLVWV�� DQWKURSRORJLVWV�� HQYLURQPHQWDOLVWV� DQG� VRPH�JRYHUQPHQW�RIILFHUV�DQG�RSHUDWRUV��6RPH�VXJJHVW�DYRLGLQJ�DQ\� WRXULVP�DFWLYLWLHV� LQ�WKH��UXUDO�DQG� WULEDO�� FRPPXQLWLHV�� ZKLOH� VRPH� VXJJHVW� FKDQJLQJ� WKH� SURFHVV� RI� GHYHORSPHQW� DW� WKH�FRPPXQLW\� OHYHO��+RZHYHU��PDQ\�RI� WKHP�VHH�7L&�GHYHORSPHQW�DV� LQHYLWDEOH�DQG�GLIILFXOW� WR�GHQ\�� ,Q� WKLV� UHJDUG�� VRPH� VXJJHVW� WKDW� LI� WRXULVP� KDV� WR� GHYHORS� LQ� WKH� FRPPXQLW\�� WKH� DLP�VKRXOG�EH�WR�HDUQ�VXEVLVWHQFH�LQFRPH�RU�WR�SXW�WRXULVWV�DQG�ORFDOV�LQ�WRXFK�ZLWK�HDFK�RWKHU�UDWKHU�WKDQ� VHHN� KLJK� SURILWV�� DV� WKH�PDVV WRXULVP� LQGXVWU\� GRHV� �'DWFKDQHH�$LPSKDQ�DQG�6XUDFKHW�&KHWWDPDUW�������3RWMDQD�6XDQVUL��������8VLQJ�7L&�DV�WKH�PDLQ�VRXUFH�RI�LQFRPH�VKRXOG�EH�WKH�DLP�ZKHQ� WKH� FRPPXQLW\� KDV� KLJK� SRWHQWLDO� DQG� DQ� HIIHFWLYH� GHYHORSPHQW� SURFHVV� KDV� EHHQ�HVWDEOLVKHG��
7KH�EDVLF�LGHD�RI�FRPPXQLW\�EDVHG�WRXULVP�LQ�7KDLODQG�KDV�EHHQ�RI�LQWHUHVW�IRU�RQO\�D�GHFDGH�RU�VR��EXW�LW�VKLIWV�WKH�UROH�RI�FRPPXQLW\ �FKXPFKRQ��IURP�WRXULVP�REMHFWV��SKX�WKXN�WKLDR���<RV�6DQWDVRPEDW� ���������� WR� WRXULVP� FRQWUROOHU �SKX� NKXDENKXP� NDQWKRQJWKLDR��� &RPPXQLW\�EDVHG� WRXULVP� �&%7��� KDV� EHHQ� GHILQHG� DV� µD� W\SH� RI� WRXULVP� UXQ� E\� DQG� IRU� WKH� ORFDO�FRPPXQLW\¶� �)UDQFH���������� DQG�FRPPXQLW\�EDVHG�HFRWRXULVP� �&%(7��KDV�EHHQ�GHILQHG�DV�µHFRWRXULVP�HQWHUSULVHV� WKDW� DUH�RZQHG�DQG�PDQDJHG�E\� WKH� FRPPXQLW\¶� �6SURXOH������������7KXV��&%7�FRXOG�DSSURSULDWHO\�EH�XVHG�WR�UHIHU�WR�WKH�QHZ�7L&��EHFDXVH�LW�FRYHUV�DOO�IRUPV�RI�WRXULVP�WKDW�RFFXU�LQ�WKH�FRPPXQLW\�DQG�WHQG�WR�EH�PDQDJHG�DQG�FRQWUROOHG�E\�WKH�FRPPXQLW\�
7KH�FRQFHSW�RI�VXVWDLQDEOH�WRXULVP�GHYHORSPHQW�VXSSRUWV�WKH�SDUWLFLSDWLRQ�RI�ORFDO�SHRSOH�LQ�DOO�W\SHV�RI�WRXULVP�GHYHORSPHQW��)XUWKHUPRUH��WKH�GHYHORSPHQW�RI�7KDLODQG��SDUWLFXODUO\�XQGHU�WKH��WK DQG��WK 1(6'3V��DFNQRZOHGJHV�WKDW�µKROLVWLF¶�DQG�µSHRSOH�FHQWUHG¶�DSSURDFKHV�DUH�WKH�PDLQ�WKHPH� RI� GHYHORSPHQW� �1(6'%� ������ ������� &OHDUO\�� HFRWRXULVP� FDQ� HDVLO\� UHVSRQG� WR� DQG�VXSSRUW�WKLV�DJHQGD��7,675�����D�������
�������&RQFHSW�DQG�'HILQLWLRQV�RI�&%7�DQG�&%(7
&RPPXQLW\�EDVHG�7RXULVP� �&%7��RU�&RPPXQLW\�7RXULVP� �&7�� LV� ³D� W\SH�RI� WRXULVP�UXQ�E\�DQG�IRU�ORFDO�FRPPXQLW\��,W�PD\�EH�DOWHUQDWLYH�LQ�FKDUDFWHU�± RU�PD\�FDWHU�IRU�ODUJHU�QXPEHUV�



���

DQG� KDYH� PRUH� LQ� FRPPRQ� ZLWK� DVSHFWV� RI� PDVV� WRXULVP� ± ZKLFK� FDQ� EH� DVVRFLDWHG� ZLWK�RUJDQLVHG� SDFNDJHV� DQG� HYHQ� FRDFK� WUDYHO´� �)UDQFH� ���������� &%7� XWLOLVHV� D� ZLGH� UDQJH� RI�UHVRXUFHV WKDW� ORFDOV� DUH� DEOH� WR�PDQDJH�DQG� LQYROYHV� ³UHVSHFW� IRU� ORFDO�FXOWXUH��KHULWDJH�DQG�WUDGLWLRQV´�� &%7� LV� JHQHUDOO\� ³FRQVLGHUHG� D� SULYDWHO\� RIIHUHG� VHW� RI� KRVSLWDOLW\� VHUYLFHV� �DQG�IHDWXUHV��� H[WHQGHG� WR�YLVLWRUV�� E\� LQGLYLGXDOV�� IDPLOLHV�� RU� D� ORFDO�FRPPXQLW\´� �'HUQRL�������FLWHG� LQ� :HDULQJ� DQG� 1HLO� ��������� &%7� LV� DOZD\V� D� VPDOO� VFDOH� HQWHUSULVHV� WKDW� SURYLGH�IDFLOLWLHV�VXFK�DV�³VPDOO�KRWHOV��SHQVLRQV��UHVWDXUDQWV�DQG�RWKHU�IDFLOLWLHV�ZKLFK�IRUP�DQ�LQWHJUDO�SDUW�RI�WKH�FRPPXQLW\�LQ�ZKLFK�WKH\�DUH�ORFDWHG´ �0RZIRUWK�DQG�0XQW������������
6LPLODUO\��ZKHQ�VXFK�D�IRUP�RI�WRXULVP�³LPSOLHV�UHVSHFW�DQG�FRQFHUQ�IRU�WKH�QDWXUDO�KHULWDJH��SDUWLFXODUO\� ZKHUH� WKH� HQYLURQPHQW� LV� RQH� RI� WKH� DWWUDFWLRQV´� �+DWWRQ� �������� LW� PD\� FDOOHG�&RPPXQLW\�EDVHG�(FRWRXULVP��&%(7�RU�&%(��RU�LQ�7KDL�µ�NDQFKDWNDQ��NDQWKRQJWKLDR�FKRHQJ�QLZHW�GRL�FKXPFKRQ¶��$FFRUGLQJ�WR�6SURXOH������������

&%(>7@� UHIHUV� WR� ³HFRWRXULVP� HQWHUSULVHV� WKDW� DUH� RZQHG� DQG� PDQDJHG� E\� WKH�FRPPXQLW\�� )XUWKHUPRUH��&%(>7@� LPSOLHV� WKDW� D� FRPPXQLW\� LV� WDNLQJ�FDUH�RI� LWV�QDWXUDO� UHVRXUFHV� LQ� RUGHU� WR�JDLQ� LQFRPH� WKURXJK�RSHUDWLQJ�D� WRXULVP�HQWHUSULVH�DQG�XVLQJ�WKDW�LQFRPH�WR�EHWWHU�WKH�OLYHV�RI�LWV�PHPEHUV��+HQFH��&%(>7@�LQYROYHV�FRQVHUYDWLRQ��EXVLQHVV�HQWHUSULVH�DQG�FRPPXQLW\�GHYHORSPHQW��
5HVSRQVLEOH�(FRORJLFDO�6RFLDO�7RXUV��5(67����� LV�RQH�RI� WKH�7KDL�1*2�HQWHUSULVHV� WKDW�KDYH�EHHQ�ZRUNLQJ�ZLWK�PDQ\�FRPPXQLWLHV�� LQFOXGLQJ�%DQ�.KLULZRQJ�± RQH�RI�WKH�FDVH�VWXGLHV��LQ�WRXULVP�GHYHORSPHQW�XQGHU�WKH�&RPPXQLW\�EDVHG�6XVWDLQDEOH�7RXULVP��&%67��DSSURDFK��7KH\�KDYH� SURYLGHG� D� GHILQLWLRQ� RI� &%67� WKDW� ³HPSKDVLVHV� WKH� SDUWLFLSDWLRQ� RI� FRPPXQLW\�RUJDQLVDWLRQ�DQG�VXVWDLQDEOH� WRXULVP�PDQDJHPHQW´��&KDUDFWHULVWLFDOO\� LW� LV�³PDQDJHG�E\� ORFDO�FRPPXQLWLHV��EDVHG�RQ�WKH�FRPPXQLWLHV¶�VWUHQJWKV�DQG�FDSDELOLWLHV��D�SDUW�RI�WKH�GHYHORSPHQW�SURFHVV��DQG�D�ZD\�WR�LPSURYH�D�FRPPXQLW\¶V�TXDOLW\�RI�OLIH�ERWK�LQ�WHUPV�RI�UDLVLQJ�LWV�LQFRPH�DQG�LWV�VWDQGDUG�RI�OLYLQJ´��5(67��������$FFRUGLQJ�WR�3RWMDQD��D�SURMHFW�FR�RUGLQDWRU�RI�5(67��&%7� VHHNV� WR� FRQWULEXWH� WR� ³WKH� SURFHVV� RI� FRPPXQLW\� GHYHORSPHQW´� DQG� HQVXUH� WKDW�³FRPPXQLWLHV�EHQHILW�PRUH�IURP�WRXULVP´��3RWMDQD�6XDQVUL����������
,W�FDQ�EH�VHHQ�WKDW�WKH�FRPSRQHQWV�RI�WRXULVP�LQ�&%7�DUH�D�ELW�GLIIHUHQW�IURP�HFRWRXULVP��&%7�FDQ�EH�D�SDUW�RI�HFRWRXULVP�ZKLOH�HFRWRXULVP�FDQ�EH�D�SDUW�RI�&%7��&%7�WRXULVP�UHVRXUFHV�PD\�EH� HPSKDVLVHG� LQ� WKUHH� DUHDV� L�H��SXUH�QDWXUDO� UHVRXUFHV��FXOWXUDO� UHVRXUFHV� WKDW�DUH� UHODWHG� WR�
�� 5(67�LV�D�EXVLQHVV�WRXULVP�RSHUDWRU�WKDW�LV�OLFHQVHG�DFFRUGLQJ�WR�7RXULVP�%XVLQHVV�$FW�DQG�7RXULVP�$FW�������3ULRU�WR�������WKLV�JURXS�ZDV�D�SURMHFW�XQGHU�WKH�7KDL�9ROXQWHHU�6RFLHW\��796���D�YHU\�SRZHUIXO�DQG�ZHOO�NQRZQ�1*2��DQG�ZDV�NQRZQ�DV�796�5(67�� ,W EHFDPH�DQ� LQGHSHQGHQW�RUJDQLVDWLRQ� IRU� WZR�PDLQ� UHDVRQV�� WKH�QHHG�IRU�VHOI�UHOLDQFH�LQ�UXQQLQJ�WKH�SURMHFW��DQG�D�GLVDJUHHPHQW�ZLWK�PRWKHU�RUJDQLVDWLRQ�DERXW�XVLQJ�WRXULVP�DV�D�WRRO�IRU�FRPPXQLW\�GHYHORSPHQW�RU� WR�ZRUN�ZLWK� WKH� ORFDO�FRPPXQLWLHV��796�DSSHDUHG� WR�EH�DIUDLG� WKDW� WKH\�ZRXOG� ORVH�WKHLU� LPDJH� RI� EHLQJ� D� UHVSHFWHG� 1*2� LI� WKH\� VXSSRUW� WRXULVP� GHYHORSPHQW� WKDW� PD\�QHJDWLYHO\� DIIHFW� WKH�JUDVVURRWV�



���

QDWXUDO�DQG�HFRORJLFDO�DVSHFWV��DQG�FXOWXUH�ZLWKLQ�WKH�FRPPXQLW\��&%7�IRFXVHV�PDLQO\�RQ�WKH�LGHD�WKDW�FRPPXQLWLHV�PXVW�SOD\�D�PDMRU�UROH�LQ�WRXULVP�PDQDJHPHQW�DQG�VHUYLFHV��&%7�KDV�WR�EH�PDQDJHG� VXVWDLQDEO\� DQG�PD\�RU�PD\�QRW� HPSKDVLV� HQYLURQPHQWDO� HGXFDWLRQ��+RZHYHU�� LW�VKRXOG�LQFOXGH�VRPH�DFWLYLWLHV�WKDW�SURYLGH�FXOWXUDO�H[FKDQJH�DQG�OHDUQLQJ�EHWZHHQ�WRXULVWV�DQG�WKH�KRVW�FRPPXQLW\��
����� &RPPXQLW\�3DUWLFLSDWLRQ�DV�WKH�+HDUW�RI�&%7
(FRWRXULVP� LV� FODLPHG� WR� EH� D� WRRO� IRU� FRPPXQLW\� GHYHORSPHQW�� IRU� ORFDO� HFRQRPLF�GHYHORSPHQW� DQG� IRU� FRQVHUYDWLRQ� RI� WKH� FRPPXQLW\
V� FXOWXUH�� ,QWHJUDWLQJ� HFRWRXULVP� ZLWK�FRPPXQLW\� GHYHORSPHQW� FDQ� QRW� RQO\� KHOS� WKH� FRPPXQLW\ WR� GHYHORS� DSSURSULDWHO\�� EXW� FDQ�DOVR� FRQWURO� WKH� GHYHORSPHQW� RI� WRXULVP� LQ� WKH� FRPPXQLW\��7KH�PDLQ� FRQFHSW� RI� FRPPXQLW\�GHYHORSPHQW�LQYROYHV�FRPPXQLW\�SDUWLFLSDWLRQ��ZKLFK�XOWLPDWHO\�DLPV�DW�WKH�HPSRZHUPHQW�RI�WKH�ORFDO�FRPPXQLW\��3RZHU�LV�HVVHQWLDO� WR� UHVRXUFHV�PDQDJHPHQW�� LW� LV�DERXW�³WKH�FDSDFLW\�WR�KDYH� PHDQLQJIXO� �HIIHFWLYH�� LQSXW� LQWR� PDNLQJ� DQG� LPSOHPHQWLQJ� GHFLVLRQV´� �)LVKHU� �������ZKHUHE\� SHRSOH� KDYH� WKH� DXWKRULW\� WR� LPSOHPHQW� RU� UHMHFW� DQ\� GHYHORSPHQW� VWUDWHJLHV��7KHUHIRUH��FRPPXQLW\�EDVHG�HFRWRXULVP�GHYHORSPHQW�DOVR�HPSKDVLVHV�FRPPXQLW\�SDUWLFLSDWLRQ�DV�WKH�SULRULW\�RU�WKH�KHDUW�RI�WKH�GHYHORSPHQW��7KH�HPSRZHUPHQW�RI�WKH�SHRSOH�WKHQ��LV�RQH�RI�WKH�WDUJHWV�RI�DOO�&%(7�SURMHFWV��,Q�WKH�SDVW��DOO�GHYHORSPHQW�XVHG�WR�EH�PDQDJHG�DQG�FRQWUROOHG�E\�JRYHUQPHQW�DQG�SULYDWH�RSHUDWRUV��ZKLOH�RUGLQDU\�SHRSOH�DQG�WKH�JUDVVURRWV�KDG�OLWWOH�FKDQFH�WR�SDUWLFLSDWH�DQG�PDQDJH�WKH�GHYHORSPHQW��7KLV�KDV�EHHQ�FKDQJLQJ�LQ�WKH�ODVW�IHZ�GHFDGHV��WR�WKH� JRDOV� RI� HPSRZHULQJ� SHRSOH�� VXSSRUWLQJ� KXPDQ� ULJKWV� DQG� GHYLVLQJ� RSSRUWXQLWLHV� IRU�FRPPXQLWLHV�WR�SODQ�DQG�PDQDJH�WKHLU�RZQ�UHVRXUFHV�KDYH�EHHQ�DGRSWHG�E\�DOO�VWDNHKROGHUV�LQ�VHYHUDO�GHYHORSPHQW�DFWLYLWLHV�
,I�ZH�FODVVLI\�SHRSOH¶V�SDUWLFLSDWLRQ�LQWR�PDQ\�UXQJV�RI�D�ODGGHU��µHPSRZHUPHQW�RU�FRPPXQLW\�FRQWURO¶�LV�WKH�WRS�UXQJ��WKH�LGHDO�VWDWH��ZKLOH�WKH�ORZHU�UXQJV�LQFOXGH�D�UHGXFWLRQ�LQ�WKH�UROH�DQG�SRZHU�RI�FRPPXQLW\��D�OHVV�GHVLUDEOH�VWDWH��DQG�QRQ�SDUWLFLSDWLRQ�RU�KDYLQJ�QR�SRZHU��7KLV�ZDV�FODVVLILHG� LQ�PDQ\� IRUPV� LQ� WKH�ZRUN� RI�$UQVWHLQ� ������ &KRJXLOO� ������'HZDU� ������ 3UHWW\������� 6HOHQHU� ������ 6HOLQ� ������ :LOFR[� ������ $� UHYLHZ� RI� WKH� FRQFHSW� DQG� SULQFLSOH� RI�FRPPXQLW\� GHYHORSPHQW�� ZKLFK� IRFXV� PDLQO\� RQ� FRPPXQLW\� SDUWLFLSDWLRQ�� DV� WKH� EDVLV� IRU�&%(7�ZLOO�EH�SUHVHQWHG�LQ�&KDSWHU���



���

�����&%7�3UDFWLFHV�LQ�7KDLODQG
7KHUH� DUH� WZR�PDLQ� DSSURDFKHV� WR� SURPRWLQJ� &%7� LQ� 7KDLODQG�� 7KH� ILUVW� DSSURDFK� DLPV� WR�µHPSRZHU¶�ORFDO�SHRSOH�WR�PDQDJH�WRXULVP�LQ�RU�UHODWHG�WR�WKHLU�FRPPXQLW\�LQ�RUGHU�WR�UHGXFH�DGYHUVH�LPSDFWV�RQ�WKH�ORFDO�VRFLDO�OLIH��FXOWXUH�DQG�HQYLURQPHQW��7KLV�DSSURDFK�LV EDVHG�RQ�WKH�EHOLHI� WKDW� ORFDO� SHRSOH� KDYH� JUHDWHU� DZDUHQHVV� RI� WKH� QHHG� WR� FRQVHUYH� WKHLU�RZQ� VRFLDO� DQG�SK\VLFDO� HQYLURQPHQW�� JUHDWHU� UHVSRQVLELOLW\� IRU� DFKLHYLQJ� WKLV�� DQG� LQGHHG� WKH� ULJKW� WR� EH�LQYROYHG� LQ� DQ\�GHFLVLRQV� WKDW� DIIHFW� WKHP��$� VHFRQG�DSSURDFK�DLPV� WR� FKDQJH� WKH�SDWWHUQ�RI�YLVLWV� DQG� WKH� EHKDYLRXU� RI� WRXULVWV� ZKR� YLVLW� WKH� FRPPXQLW\� E\� OLPLWLQJ� WKH� QXPEHU� DQG�VHOHFWLQJ�RQO\�VR�FDOOHG�TXDOLW\�WRXULVWV��&%7�QHHGV�UHVSRQVLEOH�WRXULVWV�ZKR�DUH�XQGHUVWDQGLQJ�DQG�ZLOOLQJ�WR�OHDUQ�DERXW�GLIIHUHQW�FXOWXUHV�DQG�HQYLURQPHQWV�ZLWKRXW�DGYHUVHO\�DIIHFWLQJ�WKHP��7KLV�DSSURDFK�LV�EDVHG�RQ�WKH�EHOLHI�WKDW�UHVSRQVLEOH�WRXULVWV�ZLOO�QRW�RQO\�UHGXFH�DQ\�QHJDWLYH�LPSDFWV�DQG�VXSSRUW� WKH�FRPPXQLW\� WR�FRQVHUYH� WKHLU�KHULWDJH��EXW�ZLOO�DOVR� WUDQVIHU�YDOXDEOH�LGHDV IRU�UDLVLQJ�WKH�DZDUHQHVV�RI�ORFDO�SHRSOH��$WWUDFWLQJ�D�VSHFLDO�RU�QLFKH�PDUNHW�LV�WKH�PDLQ�LGHD�RI�WKLV�DSSURDFK��7KHVH�WZR�DSSURDFKHV�DUH�QRW�HDV\�WR�LPSOHPHQW�LQ�UHDOLW\�DV�WKH\�HDFK�UHTXLUH�FRQVLGHUDEOH�HIIRUWV�DQG�HQWKXVLDVP��+RZHYHU��PDQ\�SUDFWLWLRQHUV�KDYH�VNLOIXOO\�XVHG�ERWK�DSSURDFKHV�WR�GHYHORS�&%7�
7R�SUHYHQW�DQG�PLWLJDWH�DGYHUVH LPSDFWV�IURP�WRXULVP�RQ�WKH�FRPPXQLW\��PDQ\�VROXWLRQV�KDYH�EHHQ� SURSRVHG�� µ6XSSRUW� ORFDO� HFRQRPLHV¶ DQG� µLQYROYH� ORFDO� FRPPXQLWLHV¶ �(EHU� ������ DUH�DPRQJ�WKH�SULQFLSOHV RI�6XVWDLQDEOH�7RXULVP�'HYHORSPHQW�DQG��JHQHUDOO\��ZHUH�LQFOXGHG�LQ�DOO�DOWHUQDWLYH� WRXULVP�SURPRWLRQ�DIWHU�������(7�LV�WKH�PRVW�SRSXODU�IRUP�RI�WKLV�DSSURDFK��&%7�PRVWO\� DFNQRZOHGJHV�(7�DV� D�NH\�HOHPHQW��7KXV��&RPPXQLW\�EDVHG�(FRWRXULVP��&%(7��KDV�EHHQ�XVHG�WR�GHQRWH�&%7�WKDW�IRFXVHV�PDLQO\�RQ�(7��
.DQWKRQJWKLDR�FKRHQJ�DQXUDN�KDV�EHHQ�SURPRWHG� VLQFH� WKH�PLG�����V� LQ�PDQ\�FRPPXQLWLHV�FURVV� WKH� FRXQWU\�� 7KH� SURPRWLRQ�� KRZHYHU�� FRYHUV� ERWK� QDWXUDO� DQG� FXOWXUDO� WRXULVP� LQ� WKH�FRPPXQLW\�� DQG� FRPPXQLW\� SDUWLFLSDWLRQ� �NDQPL�VXDQUXDP� NKRQJ� FKXPFKRQ�� LV� RQH� RI� WKH�PDLQ� LVVXHV� RI� FRQFHUQ��5HJDUGLQJ�&%(7� RU� (7� WKDW� LV� UHODWHG� WR� WKH� ORFDO� FRPPXQLW\��<RV�6DQWDVRPEDW����������DXWKRU¶V�WUDQVODWLRQ��KDV�GHILQHG�LW�LQ�WHUPV�RI�VHYHUDO�GLPHQVLRQV�DV«

>7@KH�DVVHPEO\�RI�SHRSOH¶V�RUJDQLVDWLRQV�DW� WKH�FRPPXQLW\� OHYHO��RU�DV�SDUW�RI�D�VLQJOH�HFRV\VWHP��VHDUFKLQJ�IRU�DQ�DOWHUQDWLYH�IRUP�RI�VHOI�GHYHORSPHQW�LQFOXGLQJ�WKH� PDQDJHPHQW� DQG� XWLOLVDWLRQ� RI� WKH� QDWXUDO� HQYLURQPHQW� IRU� HTXLWDEOH� DQG�VXVWDLQDEOH� WRXULVP�� 6XFK� GHYHORSPHQW� LV� EDVHG� RQ� ORFDO� NQRZOHGJH�� DQG�HPSKDVLVHV�WKH�DSSOLFDWLRQ�RI�HWKLFDO�SULQFLSOHV��WKH�VXVWDLQDELOW\�RI�WKH�FRPPXQLW\�DQG�WKH�EDODQFH�RI�QDWXUH��



���

7KH�IRUP�DQG�SDWWHUQ�RI�&%7�FDQ�EH�FODVVLILHG�DFFRUGLQJ�WR�D�QXPEHU�RI�DVSHFWV����IRU�H[DPSOH�LWV�LQLWLDWLRQ�DQG HVWDEOLVKPHQW��WKH�SXUSRVH�RI�GHYHORSPHQW��DFWRUV�DQG�VWDNHKROGHUV��VWUDWHJLHV�DQG� SUDFWLFHV�� DQG�PDQDJHPHQW� VWHSV�� 7KLV� FODVVLILFDWLRQ� RI�&%7� LQ� WKLV� VHFWLRQ� LV� EDVHG� RQ�VHYHUDO�VHFRQGDU\�VRXUFHV�RI�LQIRUPDWLRQ�DQG�WKH�GDWD�REWDLQHG�IURP�WKH�SRVWDO�VXUYH\V�FDUULHG�RXW�E\�WKLV�UHVHDUFKHU�
�������&%7�,QLWLDWLRQ�	�(VWDEOLVKPHQW
&%7�FDQ�RFFXU�LQ�DOO�UXUDO�DUHDV�LI�WKH\�FDQ�DWWUDFW�WRXULVWV��7KH�VL]H�RU�W\SH�RI�FRPPXQLW\�LV�QRW�D�OLPLWDWLRQ��,W�FRXOG�EH�D�VLQJOH�YLOODJH��D�JURXS�RI�YLOODJHV�VXE�GLVWULFW�RU�HYHQ�D�GLVWULFW��7KH�DJH� RI� WKH� VHWWOHPHQW LV� UHODWHG� WR� ODQG� DQG� VHWWOHPHQW� VHFXULW\�� ZKLFK� LV� RQH� RI� WKH� FULWLFDO�IDFWRUV�IRU�VROLGDULW\�DQG�WKH�UHDGLQHVV�RI�WKH�SHRSOH�WR�SDUWLFLSDWH�LQ�WRXULVP�DFWLYLWLHV��)URP�WKH�SRVWDO�TXHVWLRQQDLUH�VXUYH\��WKH�SRSXODWLRQ�VL]H�RI�WKH�FRPPXQLWLHV�VXUYH\HG�YDULHG�IURP��������������ZLWK�WKH�DYHUDJH�RI�������SHUVRQV��7KH�DYHUDJH�DJH�RI�WKH�VDPH�FRPPXQLWLHV�ZDV�����\HDUV�ROG�ZLWK�D�UDQJH�RI�RQO\���\HDUV�WR�����\HDUV�
7KH�LQLWLDWLRQ�RI�&%7�LQ�WKH�7KDL�FRQWH[W�KDV�GHSHQGHG�RQ�ERWK�ORFDO�DQG�RXWVLGH�VXSSRUWHUV��6HOI�LQLWLDWLRQ� LV� UDWKHU� UDUH� LQ� 7KDL� VRFLHW\� EHFDXVH� PRVW� UXUDO� FRPPXQLWLHV� DUH� XVXDOO\�FRQFHUQHG�ZLWK�DJULFXOWXUH��6RPH�FRPPXQLWLHV�FDPH�LQWR�FRQWDFW�ZLWK�WRXULVWV�ZKR�YLVLWHG�WKH�FRPPXQLW\�E\�FKDQFH�RU�ZKRVH�SXUSRVH�ZDV�WR�PHHW�D�FRPPXQLW\�LQ�D�UHPRWH�DUHD�VRPHZKDW�XQWDLQWHG� E\� PRGHUQLVDWLRQ�� $IWHU� FRPLQJ� LQWR� FRQWDFW� ZLWK� WRXULVWV� IRU� VRPH� WLPH� VXFK�FRPPXQLWLHV� HVWDEOLVKHG� WRXULVP� DQG� KRVSLWDOLW\� VHUYLFHV�� XVXDOO\� DW� WKH� VXJJHVWLRQ� RI� WKH�WRXULVWV��7KH�PDMRULW\�RI�FRPPXQLWLHV�LQLWLDWHG�WRXULVP�DFWLYLWLHV�ZLWK�WKH�VXSSRUW�DQG�DGYLFH�RI�RXWVLGHUV�� VXFK� DV� FRPPXQLW\� GHYHORSHUV�� 1*2V�� SULYDWH� RSHUDWRUV�� HQYLURQPHQWDOLVWV��DFDGHPLFV� HWF�� 7KH� PDLQ� LGHD� ZDV� WR� XVH� WRXULVP� DV� D� WRRO� IRU� FRPPXQLW\� GHYHORSPHQW��&RPPXQLWLHV� ZLWK� WRXULVP� SRWHQWLDO� PD\� EH� LGHQWLILHG� E\� RXWVLGHUV� RU� E\� ORFDO� SHRSOH�WKHPVHOYHV�� 7KH� SUHSDUDWLRQ� DQG� GHYHORSPHQW� RI� WKH� UHVRXUFHV� IRU� WRXULVP�� KDV� XVXDOO\� EHHQ�FDUULHG� RXW� E\� ORFDO� SHRSOH� LQ� FR�RSHUDWLRQ� ZLWK� VXSSRUWHUV� LQ� WKH� IRUP� RI� FR�PDQDJHPHQW��DFWLRQ�UHVHDUFK��WKH�HVWDEOLVKPHQW�RI�FRPPXQLW\�EXVLQHVVHV�DQG�VR�RQ��
7KHUH�DUH�EDVLFDOO\�IRXU�W\SHV�RI�LQLWLDWLRQ�SURFHVV�
�� 8VLQJ� XVXDOO\� KLWKHUWR� XQUHFRJQLVHG� UHVRXUFHV� IRU� WRXULVP�� 0DQ\� FRPPXQLWLHV� KDYH�UHVRXUFHV� ZLWK� FRQVLGHUDEOH� WRXULVP� SRWHQWLDO�� 7KHVH� LQFOXGH� ERWK� QDWXUDO� DQG� FXOWXUDO�
�� 6\QWKHVLVHG�IURP�PDQ\�VRXUFHV�VXFK�DV�3KDWWKDQD�&KXPFKRQ�>����@��3RWMDQD�6XDQVUL�����D��E��5(67�DQG�%XFKDQ�������5(67��HW�DO� ������7$7�������8GRQ�:RQJWXEWLP�DQG�5HVHDUFK�7HDP�����E��:DODLOXN�8QLYHUVLW\�������DOVR�VHH�$SSHQGL[�����



���

IHDWXUHV� LQ�DQG�DURXQG�WKH�FRPPXQLWLHV��7KLV�PD\�EH�UHFRJQLVHG�E\�ORFDO�SHRSOH��SLRQHHU�WUDYHOOHUV��GHYHORSHUV��RU�RWKHU�RXWVLGHUV�ZKR�KDYH�PDGH�FRQWDFW�ZLWK�WKH�FRPPXQLW\��7KH�UHVRXUFHV� PD\� DOUHDG\� EH� ZHOO� NQRZQ� �WKLV� LV� UDUH�� RU� MXVW� GLVFRYHUHG�� 7KHQ� D� WRXULVP�SURMHFW� LV� HVWDEOLVKHG�� ,Q� PRVW� FDVHV� WKH� ORFDO� SHRSOH� GLG� QRW� UHFRJQLVH� WKH� YDOXH� WKHLU�UHVRXUFHV�PLJKW�KDYH�IRU�WRXULVP�XQWLO�DQ�RXWVLGHU�EURXJKW�LW�WR�WKHLU�DWWHQWLRQ��7KH�WRXULVP�SURMHFW� LQLWLDWHG� IRU� %DQ� .UXQJ� &KLQJ� �ZDWHUIDOOV� DQG� QDWLRQDO� SDUN� DUHD�� LQ� &KDQJZDW�1DNKRQ�6L�7KDPPDUDW��0L\D�+D�ZD��HW�DO� ������DQG�%DQ�0DH�/D�QD��FDYHV��LQ�&KDQJZDW�0DH�+RQJ�6RQ��8GRQ�:RQJWXEWLP�DQG�5HVHDUFK�7HDP�����D����������DUH�H[DPSOHV��� 0RGLI\LQJ�ORFDO�VRFLR�HFRQRPLF�DFWLYLWLHV�WR�&%7��6RFLR�HFRQRPLF�GHYHORSPHQW�SURMHFWV�LQ�PRVW�FRPPXQLWLHV�KDYH�FUHDWHG� MRE�RSSRUWXQLWLHV�IRU� ORFDO�SHRSOH�� LQFUHDVHG�WKHLU� LQFRPH�DQG� IRVWHUHG�SULGH� LQ� WKHLU� LGHQWLW\��7KH�DFWLYLWLHV� LQFOXGH�DJULFXOWXUH�GHYHORSPHQW�� VRFLDO�DQG�ZHOIDUH�LPSURYHPHQW�DQG�FRQVHUYDWLRQ�RI�FXOWXUDO�DQG�QDWXUDO�KHULWDJH��7KH�µ6WXG\�RQ�$OWHUQDWLYH�0DQDJHPHQW�RI�(FRWRXULVP�LQ�)LYH�&RPPXQLWLHV�LQ�&KDQJZDW�&KLDQJ�5DL¶�E\�3KDQRPZDQ�<X�GL�FRQWDLQV�VRPH�JRRG�H[DPSOHV�RI�WKLV�W\SH��7KRVH�FRPPXQLWLHV�DUH�%DQ�6DQ�3D�VDN��DOWHUQDWLYH�KHDOWK���%DQ�1RQJ�6RQJ�+RQJ��DJULFXOWXUH���%DQ�+XDL�.KUDL��IRUHVW�HFRORJ\��� %DQ� +H�NR� �KLOO� WULEHV� FXOWXUH�� DQG� %DQ� 6DQ� 3D�NR� �KLVWRULFDO� DQG� FXOWXUDO�FRQVHUYDWLRQ�� �8GRQ� :RQJWXEWLP� DQG� 5HVHDUFK� 7HDP� ����D����������� 7KHVH� NLQG� RI�DFWLYLWLHV�KHOS�SHRSOH�WR�FRPH�LQWR�FRQWDFW�ZLWK�RXWVLGHUV��VXFK�DV�GHYHORSHUV��UHVHDUFKHUV��VWXG\�JURXS�YLVLWRUV�DQG�H[SORUHU�WRXULVWV��7R�SUHSDUH�WKHPVHOYHV�WR�UHFHLYH�YLVLWRUV��WKHVH�FRPPXQLWLHV��RQ� WKH�DGYLFH�RI�RXWVLGHUV��HVWDEOLVKHG�D� ORFDO�ERG\�WR�GHDO�ZLWK�WRXULVWV��,Q�VRPH�FDVHV�&%7�JURXS�ZDV�HVWDEOLVKHG�LPPHGLDWHO\�DQG�LQ�RWKHU�FDVHV�LW�ZDV�HVWDEOLVKHG�DW�D�ODWHU�VWDJH���� 7UDQVIRUPLQJ�WKH�SUREOHPV�SUREOHP�VROYLQJ�LQWR�WRXULVW�DWWUDFWLRQ��0DQ\�FRPPXQLWLHV�KDYH�WR� VWUXJJOH� ZLWK� HQYLURQPHQWDO�� SROLWLFDO�� VRFLDO� DQG� FXOWXUDO� SUREOHPV�� 7KHLU� VWUXJJOH�IUHTXHQWO\�WDNHV�WKH�IRUP�RI�SURWHVWLQJ�DQG�ILJKWLQJ�IRU�VXUYLYDO�RU�HVWDEOLVKLQJ�FRQVHUYDWLRQ�DFWLYLWLHV��7R�JHW�VXSSRUW�IURP�RXWVLGHUV��SDUWLFXODUO\�WKH�PLGGOH�FODVV�LQ�WRZQ��WRXULVP�KDV�EHHQ� XVHG� WR� EULQJ� WKHP� WR� YLVLW� WKH� FRPPXQLW\� DQG� OHDUQ� DERXW� LWV� SUREOHPV� DQG� WKH�DFWLYLWLHV�EHLQJ�XQGHUWDNHQ� WR�VROYH� WKHP��7KLV�ZDV�D�YHU\�HIIHFWLYH�SUDFWLFH� LQ�%DQ�0DH�7RP��D�FRPPXQLW\�IRUHVW��LQ�&KDQJZDW�3KD\DR��:LQD�'RPSKDQDGRQ��������%DQ�.R�<DR�1RL� �D� VWUXJJOH� IRU� ORFDO� ILVKHU\�� LQ� &KDQJZDW� 3KDQJQJD� �3KRW� 5DWWLNDQ� ������ DQG� %DQ�&KDR�0DL��SURWHFWLQJ�WKH�GXJRQJ��LQ�&KDQJZDW�6DWXQ��0L\D�+D�ZD��HW�DO� �������� 7UDQVIRUPLQJ�FRQYHQWLRQDO�WRXULVP�WR�&%7��0DQ\�FRPPXQLWLHV�KDYH�DOUHDG\�EHHQ�LQ�WRXFK�ZLWK�PDLQVWUHDP� WRXULVWV� E\� SURYLGLQJ� VHUYLFHV� DQG� ORRNLQJ� DIWHU� DWWUDFWLRQV��0DQ\� ORFDO�SHRSOH�KDYH�UHDOLVHG�WKDW�WKH\�JHW�D�OLWWOH�RU�QRWKLQJ�IURP�WKHVH�YLVLWV��ZKLOH�UHFHLYLQJ�PDQ\�DGYHUVH� LPSDFWV�� 7KH\� VXEVHTXHQWO\� WUDQVIRUPHG� WRXULVP� LQ� WKHLU� DUHDV� WR� H[HUFLVH�PRUH�FRQWURO�RYHU�LW�DQG�PDQDJH�LW�XQGHU�WKH�ORFDO�HFRWRXULVP�RUJDQLVDWLRQ�VXFK�DV�LQ�%DQ�+PRQJ�



���

'RL� 3XL� LQ� &KDQJZDW� &KLDQJ�0DL�� %DQ�1RQJ�0DH�1D� LQ� &KDQJZDW� 3KHWFKDEXQ�� �8GRQ�:RQJWXEWLP� DQG� 5HVHDUFK� 7HDP� ����D����������� DQG� %DQ� 8PSKDQJ� �DXWKRU
V� SRVWDO�TXHVWLRQQDLUH�VXUYH\��LQ�&KDQJZDW�7DN��&%7�LV�WKH�PRVW�VXLWDEOH�IRUP�RI�WRXULVP�IRU�WKHP�WR�PDQDJH��
,W� VKRXOG�EH�QRWHG� WKDW�D�FRPPXQLW\�PD\�KDYH�PRUH� WKDQ�RQH�UHDVRQ� WR�HVWDEOLVK�&%7�LQ� WKH�FRPPXQLW\��0RUHRYHU��LQLWLDWLQJ�WRXULVP�DFWLYLWLHV�LQ�FRPPXQLWLHV�WKDW�KDYH�QR�WRXULVP�PD\�EH�HDVLHU�WKDQ�WUDQVIRUPLQJ FRQYHQWLRQDO�WRXULVP�LQWR�&%7��7KH�PDLQ�UHDVRQ�IRU�WKLV�LV�WKDW�SHRSOH�DUH� UHOXFWDQW� WR� FKDQJH� WKH� FKDUDFWHU� RI� VRPHWKLQJ� WKDW� WKH\� DUH� FXUUHQWO\� EHQHILWLQJ� IURP��0RUHRYHU��FKDQJLQJ�IURP�FRQYHQWLRQDO�WRXULVP�WR�HFRWRXULVP�PD\�FUHDWH�SUREOHPV�LQ�PDUNHWLQJ�DQG�GLVDJUHHPHQW�DPRQJ�ORFDO�SHRSOH�
�������&%7�'HYHORSPHQW�$LPV�
7KH� REMHFWLYHV� RU� SXUSRVHV� RI� SURPRWLQJ�&%7� LQ�7KDLODQG� DUH� TXLWH� YDULHG��7KHUH�PD\�EH� D�VLQJOH�REMHFWLYH�RU� D� FRPELQDWLRQ�RI�REMHFWLYHV� VHW�XS� IRU�&%7�GHYHORSPHQW�SURMHFWV�� ,W�PD\�LQFOXGH� HFRQRPLF�� VRFLDO�� HQYLURQPHQWDO� DQG�RU� SROLWLFDO� SXUSRVHV��ZKLFK� D� ORFDO� FRPPXQLW\�DLPV�WR�DFKLHYH��7KH�SXUSRVHV�RI�&%7�FDQ�EH�
�� 5DLVLQJ�LQFRPH�DQG�HOLPLQDWLQJ�SRYHUW\��$Q\�IRUP�RI�WRXULVP�FDQ�H[SDQG�WKH�HPSOR\PHQW�RSSRUWXQLWLHV� RI� WKH� ORFDO� SHRSOH�� LQFUHDVH KRXVHKROG� LQFRPHV� GLUHFWO\� RU� LQGLUHFWO\�� DQG�KHOS� WR� HOLPLQDWH� UXUDO� SRYHUW\�� &RQYHQWLRQDO� WRXULVP� FDQ� FUHDWH� HPSOR\PHQW� IRU� ORFDO�SHRSOH�� VXFK� DV� LQ� KRVSLWDOLW\� VHUYLFHV�� DV� SRUWHUV� DQG� ORFDO�SURGXFW� VHOOHUV��7KLV�EHQHILWV�RQO\�WKRVH�IHZ�SHRSOH�ZKR�KDYH DFFHVV�WR�VXFK�MREV��RIWHQ�WKH�EHWWHU�RII�LQ�WKH�FRPPXQLW\��+RZHYHU��D�SXUSRVH�RI�&%7�LV� WR�HQFRXUDJH� ORFDO�SHRSOH� WR�HVWDEOLVK�FRPPXQLW\�WRXULVP�EXVLQHVVHV� LQ� FROOHFWLYH� IRUP� WR� HQKDQFH� FROOHFWLYH� EHQHILWV�� 7KHQ� WKH� EHQHILWV� FDQ� EH�GLVWULEXWHG� WR� WKH� FRPPXQLW\�PHPEHUV�� LQFOXGLQJ� WKH�SRRUHU�PHPEHUV�RI� WKH�FRPPXQLW\��1HYHUWKHOHVV��&%7�PD\�RQO\�SURYLGH�D�VXEVLVWHQFH�LQFRPH�EHFDXVH�RI�WKH�OLPLWDWLRQV�RI�WKH�PDUNHW�DQG�WKH�PDQDJHPHQW�VNLOOV�RI�WKH�FRPPXQLW\��7KLV�VLWXDWLRQ��KRZHYHU��LV�GHVLUDEOH�IRU�VRPH�FRPPXQLW\�PHPEHUV�EHFDXVH�WKH\�GR�QRW�ZDQW�WKH�WRXULVP�LQGXVWU\�WR�GRPLQDWH�WKH� FRPPXQLW\� RU� LWV� HFRQRP\��7KXV�� LW� LV� GLIILFXOW� WR� WRWDOO\� HOLPLQDWH� SRYHUW\�� ,Q�PDQ\�FDVHV� LQFRPH�GLVWULEXWLRQ� OHDGV� WR� WKH�EHQHILWV�EHLQJ�VSUHDG� WRR� WKLQO\� WR� OLIW�SHRSOH�IURP�SRYHUW\��7KLV�LV�SDUWLFXODUO\�WKH�FDVH�ZKHQ�&%7�UHPDLQV�RQ�D�YHU\�VPDOO�VFDOH���� 0LWLJDWLQJ�HQYLURQPHQWDO�DQG�VRFLDO�LPSDFWV�IURP�FRQYHQWLRQDO�WRXULVP��5XUDO�FRPPXQLWLHV�DUH�YXOQHUDEOH�WR�WKH�DGYHUVH�LPSDFWV�RI�FRQYHQWLRQDO�WRXULVP��H�J��HQYLURQPHQWDO�DQG�VRFLDO�GHJUDGDWLRQ�� 7KXV�� D� FRPPRQ� SXUSRVH� RI� &%7� LV� WR� UHGXFH� WKHVH� DGYHUVH� LPSDFWV�� %DQ�8PSKDQJ�ZDV�FOHDUO\�VHW�XS�IRU�WKLV�SXUSRVH��7$7�����D���7KHRUHWLFDOO\��LW�LV EHOLHYHG�WKDW�ORFDO�SHRSOH�ZLOO�PDQDJH�WRXULVP�PRUH�UHVSRQVLEO\�WKDQ�RXWVLGHUV��EHFDXVH�WKH\ ORYH�WKHLU�
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RZQ� FRPPXQLW\� DQG� HQYLURQPHQW�� KDYH� JHQHUDOO\� OLYHG� WKHUH� IRU� PDQ\� JHQHUDWLRQV� DQG�LQWHQG� WKDW� WKH\� DQG� WKHLU� FKLOGUHQ� ZLOO� UHPDLQ� WKHUH�� 7KHUH� DUH� DW� OHDVW� WZR� DUJXPHQWV�DJDLQVW� WKLV� WKHRU\�� 2QH� DUJXPHQW�� RIWHQ� VWDWHG� E\� JRYHUQPHQW� DJHQFLHV� DQG� GHHS�HQYLURQPHQWDOLVWV��LV�WKDW�ORFDO�SHRSOH�FDQQRW�GR�EHWWHU�DW�FRQVHUYDWLRQ�WKDQ�WKH�UHVSRQVLEOH�DJHQFLHV� DQG�PRUH� HGXFDWHG� SHRSOH��$QRWKHU� DUJXPHQW� LV� WKDW� DOO� IRUPV� RI� WRXULVP� KDYH�DGYHUVH�LPSDFWV��HJ��VHH�7KLUG�:RUOG�1HWZRUN���7KXV��SURPRWLQJ�WRXULVP�DW�WKH�FRPPXQLW\�OHYHO�ZLOO�RQO\�FDXVH�WKHVH�DGYHUVH�LPSDFWV�WR�UHDFK�WKH�SULVWLQH�DQG�YLUJLQ�DUHDV�IDVWHU��� &RQVHUYLQJ�QDWXUDO�KHULWDJH��0RVW�UXUDO�SHRSOH�PD\�QRW�UHDOLVH�WKH�LQWDQJLEOH�YDOXH�RI�WKHLU�QDWXUDO�DQG�FXOWXUDO�KHULWDJH��EXW�GR�DSSUHFLDWH�WKDW LW�LV�QHFHVVDU\�IRU�WKHLU�VXUYLYDO��7KXV��RXWVLGHUV�RU� VRPH�HOLWH�SHUVRQV� LQ� WKH�FRPPXQLW\�PD\�SURPRWH�&%7�DV�D� WRRO� IRU�UDLVLQJ�FRQVHUYDWLRQ� DZDUHQHVV� DQG� FKDQJLQJ� WKH� ORFDO� SHRSOH¶V� EHKDYLRXU� WRZDUGV� XWLOLVLQJ� WKH�UHVRXUFHV��,W�LV�FRPPRQ�WR�DVN�ORFDO�SHRSOH�WR�FRQVLGHU�ZKDW�LV�PRUH�SURILWDEOH��NLOOLQJ�DQ�DQLPDO�RQ�D�VLQJOH�RFFDVLRQ��ZKLFK� WKH\�RIWHQ�GR��RU�SD\LQJ�WR�UHSHDWHGO\�YLHZ�LW��ZKLFK�WRXULVWV�DUH�ZLOOLQJ�WR�GR���.R�7DHQ��LVODQG�FRQVHUYDWLRQ���7KD�0DGXD��7KUHH�&RORXU�FUDE�FRQVHUYDWLRQ���+XDL�+L��IRUHVW�DQG�ZLOG�RUFKLG�FRQVHUYDWLRQ��DQG�6DVRP��FRPPXQLW\�IRUHVW��DUH� FRPPXQLWLHV� ZKHUH� FRQVHUYDWLRQ� RI� WKH� QDWXUDO� KHULWDJH� ZDV� WKH� SXUSRVH� RI� &%7��DXWKRU
V�SRVWDO�TXHVWLRQQDLUH�VXUYH\���� &RQVHUYLQJ�DQG�UHKDELOLWDWLQJ�WKH�ORFDO�ZLVGRP�DQG�LGHQWLW\��/RFDO�FRPPXQLWLHV�ZLOO�IHHO�D�VHQVH� RI� OHJLWLPDWH� SULGH� ZKHQ� RWKHUV� �YLVLWRUV�� YROXQWHHUV� DQG� WRXULVWV�� DSSUHFLDWH� WKHLU�FXOWXUH�DQG�ZD\�RI� OLIH��7KXV�� WKH� LQFHQWLYH� WR� LQWHUSUHW�DQG� WUDQVIHU� ORFDO�NQRZOHGJH�DQG�ZLVGRP�WR� WRXULVWV� LV�QRW�RQO\� WR�JDLQ� LQFRPH��EXW�DOVR�WR�GHYHORS�XQLW\�RQ�WKH�EDVLV�RI�D�VKDUHG�FRPPXQLW\�LGHQWLW\��&%7�KDV�WKH�SRWHQWLDO�WR�SOD\�DQ�LPSRUWDQW�UROH�LQ�WKLV�SURFHVV��7UDLQLQJ�ORFDO�SHRSOH�WR�DFW�DV�JXLGHV�DQG�FXOWXUDO�LQWHUSUHWHUV�VKRXOG�WKHUHIRUH�EH�VHHQ�DV�DQ�LPSRUWDQW� SDUW� RI�&%7� GHYHORSPHQW�� DV� LQ� WKH� HVWDEOLVKPHQW� RI� ORFDO�PXVHXPV� �H�J��%DQ�&KDQ�6HQ��%DQ�1RQJ�.KDR��DQG�IRON�KRXVHV��H�J��%DQ�8PSKDQJ���5(67��HW�DO� �������� %URDGHQLQJ� WKHLU� NQRZOHGJH�� &%7� FUHDWHV� RSSRUWXQLWLHV� IRU� ORFDO� SHRSOH� WR�PHHW� SHRSOH�IURP� RWKHU� FRPPXQLWLHV� DQG� HYHQ� RWKHU� FRXQWULHV�� 7KLV� FUHDWHV� RSSRUWXQLWLHV� IRU� SHRSOH�IURP�GLIIHUHQW�EDFNJURXQGV�WR�H[FKDQJH�NQRZOHGJH�DQG�XQGHUVWDQGLQJ��6RPH�YLOODJHUV�VD\�WKDW� WKH\� FDQ� WUDYHO� DURXQG� WKH� ZRUOG� ZLWKRXW� OHDYLQJ� WKHLU� KRPHV� DQG� FDQ� KDYH� QHZ�GDXJKWHUV�VRQV� RU� UHODWLYHV� WR� VWD\� RYHUQLJKW� �YLOODJHUV� DW� 7DPERQ�0XDQJ�0DL��$PSKRH�$PSKDZD��&KDQJZDW�6DPXW�6RQJNKUDP���$OWKRXJK�VRPH�WKLQN�RI�WKLV�DV�D�E\�SURGXFW�RI�WRXULVP��RWKHUV�IHHO�WKLV�VKRXOG�EH�WKH�PDLQ�SXUSRVH�RI�&%7���� 3URPRWLQJ� SHRSOH¶V� SDUWLFLSDWLRQ�� /RFDO� SDUWLFLSDWLRQ� LV� D� SDUW� RI� WKH� &%7� GHYHORSPHQW�SURFHVV��ZKLFK�DLPV�WR�HPSRZHU�ORFDO�SHRSOH�WR�PDQDJH�WRXULVP�LQ�WKH�FRPPXQLW\��,W�DOVR�KHOSV� WKHP� WR� FR�RSHUDWH�ZLWK� JRYHUQPHQW� DJHQFLHV� DQG� RWKHU� RXWVLGHUV� DV� HTXDOV�� UDWKHU�WKDQ� EH�PDQLSXODWHG� E\� WKHP�� 3DUWLFLSDWLQJ� LQ� WKH� GHYHORSPHQW� SURFHVV� QRW� RQO\�ZLGHQV�
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WKHLU�VFRSH�RI�PDQDJHPHQW�EXW�DOVR�LQFUHDVHV�WKH�FRQILGHQFH�RI�ORFDO�SHRSOH�WR�WDNH�FDUH�RI�WKHLU� QDWXUDO� UHVRXUFHV� DQG� OLYHV�� +RZHYHU�� GLIIHUHQW� OHYHOV� RI� SDUWLFLSDWLRQ� KDYH� EHHQ�SURPRWHG�LQ�GLIIHUHQW�DUHDV�GHSHQGLQJ�RQ WKH�GHYHORSPHQW�FRQFHSW�XVHG�DQG�WKH�UHDGLQHVV�RI� WKH� ORFDO� SHRSOH�� &%7� FRXOG� EH� D� WRRO� WR� VXSSRUW� DQG� IRUFH� JRYHUQPHQW� RIILFHUV� WR�UHFRJQLVH� WKH�ULJKWV�DQG�UHVSRQVLELOLWLHV�RI� ORFDO�FRPPXQLWLHV��EXW�PDQ\�RI� WKHP�PD\�QRW�WRWDOO\�FKDQJH�WKHLU�DWWLWXGH�RU�WKHLU�EXUHDXFUDWLF�FXOWXUH��� 5HJDLQLQJ� VHOI�UHOLDQFH� DQG� VWUHQJWKHQLQJ� ORFDO� XQLW\��&%7� VXSSRUWV� D� FROOHFWLYH� IRUP�RI�PDQDJHPHQW� E\� FRPPXQLW\�PHPEHUV� WKDW� DLPV� DW� WKH� HTXLWDEOH� GLVWULEXWLRQ� RI� SURILWV��$�UHODWHG� SXUSRVH� LV� WR� UHFRYHU� FRPPXQLW\� VHOI�UHOLDQFH� DQG� VWUHQJWKHQ� XQLW\� LQ� WKH�FRPPXQLW\�� ,Q� WKLV� UHJDUG�� VHOI�UHOLDQFH� UHIHUV� WR� WKH� DELOLW\� RI� WKH� ORFDO� SHRSOH� WR�PDNH�GHFLVLRQV� DERXW� KRZ� WR� VXUYLYH� DQG� FUHDWH� ZHDOWK� ZLWKRXW� WKH� GRPLQDWLRQ� RI� H[WHUQDO�LQVWLWXWLRQV�� HVSHFLDOO\� HFRQRPLF� DQG� SROLWLFDO� LQVWLWXWLRQV��+RZHYHU�� VRPH� FRPPHQWDWRUV�KDYH�VXJJHVWHG� WKDW�&%7�LV� OLNHO\� WR�VXFFHHG�RQO\� LQ�FRPPXQLWLHV�WKDW�DUH�DOUHDG\�VWURQJ�DQG� VHOI�UHOLDQW�� 1HYHUWKHOHVV�� &%7� LV� VXSSRUWHG� E\� VRPH� DQWKURSRORJLVWV�� DQG� VRPHFRPPXQLW\�GHYHORSHUV�EHFDXVH�WKHUH�DUH�QXPHURXV�IDFWRUV�WKDW�FDQ�VWUHQJWKHQ�FRPPXQLWLHV��DQG�WKH�LQLWLDWLRQ�RI�FROOHFWLYH�DFWLYLWLHV�LV�RQH�RI�WKH�PRVW�LPSRUWDQW��7KH�VRFLDO�DQG�FXOWXUDO�VWUXFWXUH�RI�WKH�FRPPXQLW\�LV�DQRWKHU�LQIOXHQWLDO�IDFWRU���� $GYHUWLVH� WKHLU� VRFLDO�� HQYLURQPHQWDO� DQG� SROLWLFDO� VWUXJJOHV�� 6RPH� FRPPXQLWLHV� KDYH�UHDOLVHG�WKDW�WRXULVP�FDQ�KHOS�WKHP�WR�SXEOLFLVH�WKHLU�HQYLURQPHQWDO�DQG�SROLWLFDO�VWUXJJOHV�WR�RXWVLGHUV��SDUWLFXODUO\�WKH�PLGGOH�FODVV�LQ�WRZQ�DQG�JDLQ�WKHLU�VXSSRUW��)RU�H[DPSOH��.R�<DR� 1RL� YLOODJH� LQ� WKH� *XOI� RI� 7KDLODQG� XVHG WRXULVP� DFWLYLWLHV�� LQFOXGLQJ� D� KRPHVWD\�VHUYLFH��QDWXUH�WRXUV�HWF���WR�SXEOLFLVH�WKHLU�ILJKW�WR�SURWHFW�FRDVWDO�UHVRXUFHV�IURP�ODUJH�DQG�LOOHJDO�ILVKLQJ�ERDWV��3RWMDQD�6XDQVUL�����D���$�VLPLODU�VWUDWHJ\�ZDV�XVHG�E\�WKH�SHRSOH�RI�+DW�&KDR�0DL��GXJRQJ�FRQVHUYDWLRQ�LQ�$QGDPDQ�6HD���DQG�.XW�%HQJ�LQ�7KRQJ�.XOD�5RQJ�+DL� �ZKR� ZHUH� HIIHFWHG� E\� IORRGLQJ� IURP� GDP� FRQVWUXFWLRQ��� 6WUXJJOHV� UHJDUGLQJ�FRPPXQLW\�IRUHVWV��%DQ�6DVRP��%DQ�0DH�7KD�DQG�%DQ�0DH�7RP��DQG�PLQRULW\�ULJKWV�RQ�ODQG�DQG�UHVRXUFHV��PRVW�KLOO�WULEH�FRPPXQLWLHV��DUH�RWKHU�H[DPSOHV�RI�WKLV�W\SH��
$OWKRXJK�DOO�RI�WKHVH�SXUSRVHV�DUH�JHQHUDOO\�DFFHSWHG�DPRQJ�&%7�DFWRUV�DQG�ORFDO�SHRSOH��VRPH�FRPPXQLWLHV�PD\�HPSKDVLVH�RQO\�VRPH�SXUSRVHV�DQG�LQ�IDFW�PD\�VHH�WKH�RWKHUV�DV�XQLPSRUWDQW�IRU� WKHLU� GHYHORSPHQW�� 7KLV� LV� EHFDXVH� RI� WKH� GLIIHUHQW� EDFNJURXQGV� RI� FRPPXQLWLHV�� WKHLU�H[LVWLQJ� SUREOHPV�� WKHLU� FRQVFLRXVQHVV� RI� WKH� SROLWLFDO�� HFRORJLFDO� DQG� HFRQRPLF� LVVXHV�VXUURXQGLQJ�WKHP��DQG�WKHLU�GHYHORSPHQW�LGHRORJLHV��7KH�W\SH�RI�RXWVLGH�VXSSRUWHUV��LI�DQ\��DQG�WKHLU�GHYHORSPHQW� LGHRORJLHV� DUH� LPSRUWDQW� IDFWRUV��&RQIOLFWV� UHJDUGLQJ�SXUSRVHV� DUH�SRVVLEOH�HVSHFLDOO\� ZKHQ� VRPH�PHPEHUV� HPSKDVLVH� LQFRPH� JHQHUDWLRQ� ZKHUHDV� RWKHUV� HPSKDVLVH� WKH�FRQVHUYDWLRQ� RI� WKH� HQYLURQPHQW�� VRFLDO� YDOXHV� DQG� LGHQWLW\�� DQG� LQFRPH� GLVWULEXWLRQ�� 7KH�YDULRXV� SXUSRVHV� VXJJHVW� GLIIHUHQW� PDQDJHPHQW� DQG� PDUNHWLQJ� VWUDWHJLHV� DQG� LQ� IDFW�
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FRPPXQLWLHV� PD\� HYHQ� FRPSHWH� ZLWK� HDFK� RWKHU� UDWKHU� WKDQ� FR�RSHUDWH� ZKHQ� WKH\� DGRSW� D�VLPLODU�SXUSRVH�
�������&%7�0DQDJHPHQW�	�$FWLRQ
$Q�DQDO\VLV�RI� WKH� H[SHULHQFHV�RI�PDQ\�&%7�SURMHFWV� UHYHDOV� WKH�PDQDJHPHQW� VWUDWHJLHV�DQG�DFWLRQV�RI�ORFDO�SHRSOH�DQG�FRPPXQLW\�RUJDQLVDWLRQV��DQG�GHPRQVWUDWHV�WKH�DGRSWLRQ�RI�D�µJUDVV�URRWV¶� DSSURDFK� �%R\G� DQG� 7LPRWK\� ������ UDWKHU� WKDQ� DQ� µDJHQFLHV�GULYHQ¶� DSSURDFK�� &%7�GHYHORSHUV� DQG� ORFDO� SHRSOH� RIWHQ� UHDOLVH� WKDW� GXSOLFDWLQJ� DQ\� SURFHVV� DQG� SUDFWLFH� RI�FRQYHQWLRQDO� WRXULVP� PD\� FDXVH� PRUH� KDUP� WKDQ� EHQHILW� WR� WKH� FRPPXQLW\�� 7KH� DFWLRQV�PHQWLRQHG� EHORZ� KDYH� EHHQ� V\QWKHVLVHG� IURP� WKRVH� SUDFWLFHV� �RQ� WKH� EDVLV� RI� VHFRQGDU\�LQIRUPDWLRQ�DQG WKH�UHVXOWV�RI�WKH�DXWKRU
V�SRVWDO�TXHVWLRQQDLUH�VXUYH\���WKHVH�DUH��
�� (VWDEOLVKLQJ�D�ORFDO�WRXULVP�RUJDQLVDWLRQ��7KH�HVWDEOLVKPHQW�RI�D�ORFDO�RUJDQLVDWLRQ�WR�WDFNOH�WRXULVP�LV�WKH�SULQFLSDO�FRQFHSW�RI�&%7��6XFK�DQ�RUJDQLVDWLRQ�ZLOO�UHSUHVHQW�WKH�FRPPXQLW\DQG�FRQWURO�DQG�GLVWULEXWH�WKH�EHQHILWV�WR�DOO�FRPPXQLW\�PHPEHUV��$�WRXULVP�RUJDQLVDWLRQ�LQ�WKH� FRPPXQLW\� FDQ� EH� HVWDEOLVKHG� RU� RUJDQLVHG� RQ� WKH� EDVLV� RI� DQ� H[LVWLQJ� ORFDO�RUJDQLVDWLRQ�� 7KH� RUJDQLVDWLRQ� ZLOO� DFW� DV� WKH� FR�RUGLQDWRU�� PDQDJHU�� DQG� LQYHVWRU� IRU�WRXULVP�DFWLYLWLHV�DQG�VHUYLFHV��/LQNLQJ�ZLWK�RXWVLGHUV�LV�HVVHQWLDO��,Q�WHUPV�RI�RUJDQLVLQJ��PDQ\�FRPPXQLW\�GHYHORSHUV�EHOLHYH�WKDW�VXFK�DQ�RUJDQLVDWLRQ�VKRXOG�EH�LQIRUPDO�DQG�PXVW�QRW�EH�FRQWUROOHG�E\�DQ\�JRYHUQPHQW�DJHQF\��VXFK�DV�%DQ�.KLULZRQJ��%DQ .R�<DR�1RL�DQG�%DQ� +XDL� +L��� *RYHUQPHQW� DJHQFLHV�� SDUWLFXODUO\� SURYLQFLDO� DGPLQLVWUDWLRQV�� KRZHYHU��SUHIHU�WKH�ORFDO�DGPLQLVWUDWLRQ�RUJDQLVDWLRQ��7$2��DQG�RU�D�VHPL�IRUPDO�JURXS�HVWDEOLVKHG�XQGHU�WKH�DGPLQLVWUDWLRQ�WR�EH�WKH�UHSUHVHQWDWLYH�RI�ORFDO�SHRSOH��&RPPXQLW\�FRRSHUDWLYHV�VXFK� DV� WKH� (FRWRXULVP� *XLGH� 6HUYLFH� &RRSHUDWLYH� .DQFKDQDEXUL� /LPLWHG� �3RQJVDQ�3KLWDNPDKDNHW� ������ RU� FRPPXQLW\� EXVLQHVVHV� VXFK� DV� D� FRPPXQLW\� WRXULVP� FRPSDQ\��1DURQJ�3HWSUDVRHW�������DUH�RWKHU�SRVVLELOLWLHV�� 3URYLGLQJ� DFFRPPRGDWLRQ DQG� PHDOV�� 0RVW� &%7� GHYHORSHUV� HQFRXUDJH� ORFDO� SHRSOH� WR�SURYLGH� DFFRPPRGDWLRQ� LQ� WKHLU� KRXVHV� LQFOXGLQJ� �ORFDO�� PHDOV� XQGHU� WKH� FRQFHSW� RI�µWUHDWLQJ�WRXULVWV�DV�LI�WKH\�DUH�UHODWLYHV¶��&XOWXUDO�H[FKDQJH�EHWZHHQ�KRVWV�DQG�JXHVWV�FDQ�EH�D�IHDWXUH�RI�WKHVH�VHUYLFHV��+RPHVWD\�LV�WKH�PRVW�SRSXODU�W\SH�RI�DFFRPPRGDWLRQ�VHUYLFH�LQ�&%7�GHYHORSPHQW��7KH�SUDFWLFH�FDQ�KHOS�ORFDO�SHRSOH�WR�HDUQ�GLUHFW�LQFRPH�IURP�WRXULVP�ZLWK�VPDOO�LQYHVWPHQW�DQG�PRUH�RU�OHVV�FDQ�UHWDLQ�WKHLU�QRUPDO�KRPH�URXWLQH��+RPHVWD\�KDV�DURXVHG FRQWURYHUV\�DPRQJ�DFDGHPLFV�DQG�VRFLDO�GHYHORSHUV�DQG�GRHV�QRW�JHW�PXFK�VXSSRUW�IURP� HQWUHSUHQHXUV�� 6RPH� DUJXH� WKDW� LW� LV� LPSRVVLEOH� IRU� WKH� KRVW� WR� FRQWLQXH�ZLWK� WKHLU�QRUPDO�OLIH�EHFDXVH�WKH\�KDYH�WR�ZRUN�PRUH�WR�SUHSDUH�PHDOV�DQG�EHGV��WR�JXLGH�WKH�WRXULVWV�DQG�PRVW� RI� WKHP� KDYH� WR� LQYHVW� LQ� GHFRUDWLQJ� D� URRP�� SURYLGLQJ� EHGGLQJ� DQG� D�PRGHUQ�
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WRLOHW��7KH�GLUHFW�LQWHUDFWLRQ�EHWZHHQ�KRVWV�DQG�JXHVWV�FDQ�OHDG�WR�FXOWXUDO�H[FKDQJH�DQG�QHZ�H[SHULHQFHV�� EXW� RQ� WKH� RWKHU� KDQG� ORFDO� SHRSOH� PLJKW� MXVW� DV� HDVLO\� DGRSW� WKH� WRXULVWV¶�FXOWXUH� DQG� YDOXHV� �1LGKL�$HXVULYRQJVH� ������ VHH� ������ 6HFXULW\�PD\� DOVR�EH� DQ� LVVXH� LQ�VRPH� FRPPXQLWLHV�� 6RPH� FRPPXQLWLHV� PD\� SUHIHU� WR� RIIHU� GLIIHUHQW� IRUPV� RI�DFFRPPRGDWLRQ� VXFK� DV� LQ� D� VHSDUDWH� KRXVH�� YLOODJHVWD\� DQG� UHVRUWV�� ,Q� VRPH� FDVHV��FRPPHUFLDO� UHVRUWV�DQG�JXHVWKRXVHV�DUH�SURYLGHG� LQ� WKH�FRPPXQLW\��PRVWO\�E\� LQGLYLGXDO�ORFDO�HQWUHSUHQHXUV��&DPSLQJ�LV�DOVR�XVHG�LQ�VRPH�FRPPXQLWLHV�WKDW�DUH�QHDU�IRUHVW�DUHDV��,W�VKRXOG�EH�QRWHG�WKDW�PDQ\�GHYHORSHUV�XVH�KRPHVWD\�DV�RQH�RI�WKH�LFRQV RI�&%7�DQG�&%(7��� 3URYLGLQJ�D�ORFDO�JXLGH�VHUYLFH��/HDUQLQJ�DERXW�WKH�ORFDO�FXOWXUH�DQG�HQYLURQPHQW�LV�RQH�RI�WKH�WKHPHV�RI�WKH�(7�DQG�&%7�PDUNHWV��7KHRUHWLFDOO\��ORFDO�SHRSOH�KDYH�EHWWHU�NQRZOHGJH�RI�WKH�ORFDOLW\�WKDQ�WRXU�JXLGHV�IURP�RXWVLGH��0DQ\�WRXULVWV�ORYH�WR�KHDU�ORFDO�VWRULHV�GLUHFWO\�IURP� WKH� PRXWKV� RI� ORFDO� SHRSOH�� HVSHFLDOO\� IURP� YLOODJH� HOGHUV� ZKR� FDQ� LQWHUSUHW� VXFK�VWRULHV��<RXQJ� SHRSOH� WRR� FDQ� WUDLQ� DV� ORFDO� JXLGHV� DQG� OHDUQ� WKHLU� RZQ� VWRULHV� DQG� VXFK�WUDLQLQJ�LV�RIWHQ�RUJDQLVHG�E\�DFDGHPLFV� 1*2V�DQG�WKH�7$7��7KHVH�WUDLQLQJ�SURJUDPV�DLP�QRW�RQO\� WR�FRQVHUYH� ORFDO�ZLVGRP�EXW�DOVR� WR�FUHDWH� MREV�IRU� ORFDO�\RXWK��7R�UHJLVWHU� WKH�\RXWK�DQG�HOGHUV�DV�ORFDO�JXLGHV�XQGHU�WKH�7RXULVP�%XVLQHVV�$FW��������LV�D�FRQWURYHUVLDO�LVVXH� LQ�PDQ\� FRPPXQLWLHV�� 8QGHU� WKLV�$FW�� VRPH� \RXWK� RU� HOGHUV�PD\� EH� VTXHH]HG� RXW�EHFDXVH� RI� WKHLU� SRRU� HGXFDWLRQ� EDFNJURXQG�� HYHQ� DOWKRXJK� WKH\� DUH�ZHOO�YHUVHG� LQ� ORFDO�NQRZOHGJH� �DV� LQ� %DQ� 6DVRP��� ,Q� WKLV� FDVH�� WKH\� KDYH� WR� WDNH� XS� RWKHU� MREV� VXFK� DV�SRUWHULQJ��GULYLQJ�RU�LQWHUSUHWLQJ�LQ�VRPH�YLOODJHV���� 0DQDJLQJ� QDWXUDO� UHVRXUFHV��0DQ\� QDWXUDO� UHVRXUFHV� WKDW� DUH� QHDU� RU� XWLOLVHG� E\� D� ORFDO�FRPPXQLW\�KDYH�WKH�SRWHQWLDO�WR�EH�WRXULVW�DWWUDFWLRQ�SODFHV��0DQDJHPHQW�RI�WKRVH�UHVRXUFHV�IRU�WRXULVP�E\�ORFDO�FRPPXQLWLHV�KDV�DW�OHDVW�WKUHH EHQHILWV��)LUVW��ORFDO�SHRSOH�FDQ�UHFHLYH�GLUHFW�EHQHILWV�IURP�WRXULVP��6HFRQG��WRXULVP�FDQ�KHOS�UDLVH�WKH�DZDUHQHVV�RI�ORFDO�SHRSOH�FRQFHUQLQJ� WKH�QHHG�IRU�FRQVHUYDWLRQ�DQG�FKDQJH� WKH�ZD\�WKH\�XVH�QDWXUDO� UHVRXUFHV��DQG�WKLUG�� WRXULVP�PD\�JHQHUDWH�LQFRPH WKDW�FDQ�EH�XVHG�IRU�FRQVHUYDWLRQ�SXUSRVHV��+RZHYHU��WKH�ORFDO�ULJKW�WR�DFFHVV�DQG�PDQDJH�VXFK�QDWXUDO�UHVRXUFHV�LV�SUREOHPDWLF�DQG�FRQWURYHUVLDO��7R�VXSSRUW�WKLV�VWUDWHJ\��WKH�FRQFHSW�RI�FRPPXQLW\�SDUWLFLSDWLRQ�LQ�SODQQLQJ��PDQDJLQJ�DQG�PRQLWRULQJ�� ZKLFK LQFOXGHV� FR�RSHUDWLRQ� EHWZHHQ� VWDWH� DQG� SHRSOH�� LQ� WKH� GHYHORSPHQW�SURFHVV�KDV�EHHQ�SURSRVHG��7KH�FRPPXQLW\�IRUHVWU\�FRQFHSW��ZKLFK�HPSRZHUV�ORFDO�SHRSOH�WR�PDQDJH�IRUHVW�UHVRXUFHV��LV�EHOLHYHG�WR�EH�DSSURSULDWH�IRU�(7�RU�&%7��� $UUDQJLQJ�FXOWXUDO�SHUIRUPDQFHV�DQG�HYHQWV��(FRWRXULVWV�DOVR�ZDQW� WR�VHH�DQG�OHDUQ�DERXW�WKH�UHDO�FXOWXUH�RI�WKH�FRPPXQLW\��(WKQLF�DUWV��FRVWXPHV��KDQGLFUDIWV��PXVLF�DQG�GDQFLQJ�DUH�WKH�FXOWXUDO�UHVRXUFHV�WKDW�SHRSOH�FDQ�SUHVHQW�WR�WKH�WRXULVWV�DW� ORZ�RU�QR�LQYHVWPHQW�FRVW��7KLV� FDQ� HQFRXUDJH� WKH� ORFDO� SHRSOH� WR� FRQVHUYH� DQG� OHDUQ� DERXW� WKHLU� FXOWXUH� DQG� WKHLU�LGHQWLW\��&XOWXUDO� UHKDELOLWDWLRQ�DQG�KHULWDJH�FRQVHUYDWLRQ�DUH�WKH�EHQHILWV�RI�WKLV�VWUDWHJ\��



���

+RZHYHU�� VRPH� KDYH� DUJXHG� WKDW� LW�ZLOO� OHDG� SHRSOH� WR�PRGLI\� DQG� FRPPRGLI\� WKH� ORFDO�FXOWXUH� WR�PHHW� WKH� WRXULVWV¶� GHPDQG� IRU� D� WRXULVP�SURGXFW��7KLV� FDQ�PLVOHDG� WR� WKH�QH[W�JHQHUDWLRQ�ZKR�DUH�XQDZDUH�RI�WKH�PRGLILFDWLRQV�DQG�WDNH�WKHP�IRU�WKH�RULJLQDO�FXOWXUH��,Q�WKLV� VHQVH�� WKH� FRPPRGLILFDWLRQ� RI� FXOWXUH� DIIHFWHG� FXOWXUDO� DXWKHQWLFLW\ �&RKHQ� ������'HDUGHQ�DQG�+DUURQ���������� 0DUNHWLQJ��&RPPXQLW\�RUJDQLVDWLRQV� DQG� ORFDO�SHRSOH�KDYH� OLPLWDWLRQV�ZKHQ� LW� FRPHV� WR�PDUNHWLQJ�� 7KXV�� WKH\� KDYH� WR� OLQN� XS�ZLWK� RWKHU� DFWRUV�� 6RPH� VXSSRUWHUV� FDQ� OLQN�ZLWK�WRXULVWV�RU�VSHFLILF�JURXSV�RI�SHRSOH�DQG�LQYLWH�WKHP�WR�YLVLW�WKH�FRPPXQLW\��0RVW�WRXULVWV�DUH� VWXG\�YLVLWRUV�� UHVHDUFKHUV�� DVVRFLDWHG� RUJDQLVDWLRQV� DQG� IULHQGV�� /LQNLQJ� XS� ZLWK�PDUNHWLQJ�DJHQFLHV�LV�D�IDVW�ZD\�WR�LQYLWH�WRXULVWV��KRZHYHU�WKLV�PHDQV�VKDULQJ�WKH�EHQHILWV�ZLWK�WKHVH�H[WHUQDO�DJHQFLHV��,Q�WKLV�FDVH�WKH�FRPPXQLW\�PD\�KDYH�OLWWOH�EDUJDLQLQJ�SRZHU�WR�FRQWURO� WKH� QXPEHU� DQG� W\SH� RI� WRXULVWV� DV� ZHOO� DV� WKH� SULFH� RI� VHUYLFHV�� /LQNLQJ� XS� WR�WRXULVWV� GLUHFWO\� LV� SUHIHUDEOH�� 7KLV� FDQ� EH� DFKLHYHG� WKURXJK� YDULRXV� PHGLD� LQFOXGLQJ�HOHFWURQLF�PHGLD��ZKLFK�LV�YHU\�HIIHFWLYH�DQG�FDQ�EH�XVHG�DOVR�IRU�RQOLQH�ERRNLQJ��7KLV�LV�D�SDUWLFXODUO\� JRRG� IRUP� RI�PDUNHWLQJ� LQ� WKH� FDVH� RI� LQWHUQDWLRQDO� WRXULVWV�ZKR� DUH� D�PDLQ�WDUJHW�RI�&%7�
$OO�DFWLRQV�DUH�LQFOXGHG�LQ�GHVWLQDWLRQ�WRXULVP�PDQDJHPHQW��DQG�DUH�FRQVRQDQW�ZLWK�WKH�FRQFHSW�RI� PDUNHWLQJ� PL[�� FRPPRQO\� NQRZQ� DV� WKH� µ�3� PRGHO¶� L�H�� SODFH�� SURGXFW�� SHRSOH�� SULFH��SDFNDJLQJ� DQG� SURPRWLRQ� �:HDYHU� DQG�/DZWRQ� ����E����������� ,Q�PDQ\� DVSHFWV� WKLV�PRGHO�RYHUODSV�ZLWK�WKH�µSXOO�IDFWRUV¶��L�H��JHRJUDSKLFDO�SUR[LPLW\�WR�PDUNHWV��DFFHVVLELOLW\�WR�PDUNHWV��DYDLODELOLW\� RI� DWWUDFWLRQV�� FXOWXUDO� OLQNV�� DYDLODELOLW\� RI� VHUYLFHV�� DIIRUGDELOLW\�� SHDFH� DQG�VWDELOLW\�� SRVLWLYH�PDUNHWLQJ� LPDJH� DQG� SUR�WRXULVP� SROLFLHV� �LELG��� ���������ZKLFK� LQIOXHQFH�GHVWLQDWLRQ�DUHDV��$OWKRXJK�WRXULVP��LQGXVWU\��PDQDJHPHQW� LV�FRPSOH[��SURJUDPV�GHVLJQHG� WR�EXLOG�ORFDO�FDSDFLW\�IRU�PDQDJLQJ�WRXULVP�UHVRXUFHV�VKRXOG�EH�VLPSOLILHG�WR�PDNH�LW�HDV\�IRU�WKH�ORFDO� SHRSOH� WR� OHDUQ� WKH� QHFHVVDU\� PDQDJHPHQW� VNLOOV�� 6LQFH� &%7� LV� RIWHQ� IRFXVVHG� RQ�JHQHUDWLQJ�VXEVLVWHQFH�LQFRPHV��FRQVHUYDWLRQ�DQG�WKH�OLNH�VRPH�VXSSRUWHUV�PD\�LJQRUH�RU�GHQ\�WKH�EDVLF�EXVLQHVV�HOHPHQWV�RI� WRXULVP��7KLV�RIWHQ�FUHDWHV�FRQIOLFWV�ZLWKLQ� WKH�YDULRXV�JURXSV�LQYROYHG�DQG�PDNHV�LW�GLIILFXOW�WR�DWWUDFW�WRXULVWV��
�������&%7�0DQDJHPHQW�	�'HYHORSPHQW�6WHSV
$OWKRXJK� WKH� ZD\� RI� LQLWLDWLQJ� &%7�� LWV� SXUSRVHV�� DQG� LWV� VWUDWHJLHV� GLIIHU� LQ� GLIIHUHQW�FRPPXQLWLHV� GHSHQGLQJ� RQ� WKH� GHYHORSHUV� DQG� DJHQFLHV� FRQFHUQHG�� RYHUDOO� WKH� GHYHORSPHQW�VWHSV�DUH�DOPRVW�VLPLODU��$SSHQGL[���VKRZV�WKH�SURFHVV�RI�GHYHORSPHQW�DQG�WKH�GHYHORSPHQW�



���

VWHSV� RI� VHYHUDO� GHYHORSHUV����7KLV� KDV� EHHQ� V\QWKHVLVHG� WR� SURYLGH� D� JHQHUDO� VHW� RI� SUDFWLFDO�VWHSV� RI� &%7� GHYHORSPHQW� LQ� 7KDLODQG�� DV� LOOXVWUDWHG� LQ�)LJXUH� ����� ,W� VKRXOG� EH� QRWHG� WKDWDOWKRXJK� WKHVH� GHYHORSPHQW� VWHSV� DUH� JHQHUDOO\� HQYLVDJHG� DV� D� OLQHDU� VHTXHQFH�� WKH\� FDQ� EH�WUHDWHG�DV�D�F\FOH�DQG�PRUH�WKDQ�RQH�VWHS�FDQ�WDNH�SODFH�VLPXOWDQHRXVO\��RU�VRPH�VWHSV�PD\�EH�VNLSSHG��7KH�GHYHORSPHQW�VWHSV�DUH�H[SODLQHG�EHORZ��

6RXUFHV��6\QWKHVLVHG�IURP�VHYHUDO�SURFHVVHV�RI�WKH�&%7�GHYHORSPHQW�SUDFWLVHG�LQ�7KDLODQG��3KDWWKDQD�&KXPFKRQ�>����@��3RWMDQD�6XDQVUL�����D��������5RQQDNRUQ�7ULUDJDQRQ�������6LQGKX�6DURERQ��HW�DO� �������VRPH�RI�ZKLFK�DUH�LOOXVWUDWHG�LQ�$SSHQGL[�����
)LJXUH �����7\SLFDO�&%7�GHYHORSPHQW�SURFHVV�DW�FRPPXQLW\�OHYHO

6WHS����,GHQWLI\�WKH�SRWHQWLDO�RI�WRXULVP�GHYHORSPHQW��7KLV�VWHS�PD\�EH�LQLWLDWHG�E\�YLOODJHUV�RU�RXWVLGHUV� WKDW� KDYH� VHHQ� VRPH� SRWHQWLDO� LQ� WKH� FRPPXQLW\�� 7KHQ� WKH\�� DIWHU� GLVFXVVLRQ� RU�UHVHDUFK��LGHQWLI\�LQ�GHWDLO�ZKDW�UHVRXUFHV�LQ�RU�QHDU�WKH�FRPPXQLW\�KDYH�WKH�SRWHQWLDO�WR�DWWUDFW�WRXULVWV�� ,W�PLJKW� EH� DWWUDFWLYH� SODFHV� �QDWXUDO� RU� FXOWXUDO�� LQ� DQG� DURXQG� WKH� FRPPXQLW\�� WKH�SHRSOH� DQG� SODFH�� WUDGLWLRQDO� FUDIWV� DQG� ZLVGRP�� WKH� VRFLR�HFRQRPLF�� SROLWLFDO� DQG� FXOWXUDO�
�� ([WUDFWHG� IURP�3KDWWKDQD�&KXPFKRQ� >����@�� Q�G���3RWMDQD�6XDQVUL� ����E��6LQGKX�6DURERQ�� HW� DO� ������8GRQ�:RQJWDEWLP�������<RV�6DQWDVRPEDW�����

6WHS��,GHQWLI\LQJ�SRWHQWLDO�RI�WRXULVP�GHYHORSPHQW����E\�GLVFXVVLRQ�RU�UHVHDUFK��

6WHS��3UHSDULQJ�WKH�DWWUDFWLRQV��VHUYLFHV�DQG�WRXU�SURJUDP�SODQQLQJ��WUDLQLQJ�DQG�GHYHORSLQJ�WKH�SODFHV

6WHS��0DUNHWLQJ�GLUHFW�DQG�LQGLUHFW�E\�VXSSRUWHUV�RU�FRPPXQLW\��
�

6WHS��'HVLJQLQJ�DQG�SURSRVLQJ�WKH�SURMHFWV�WR�UHOHYDQW�VXSSRUWHUV��ERWK�LQVLGHUV�DQG�RXVLGHUV�IRU�IXQGLQJ�DQG�LQYHVWPHQW�

6WHS��,GHQWLI\LQJ�WKH�QHHGV�DQG�ZDQWV��DQG�GHFLVLRQ��RI�ORFDOV�WR�EH�LQYROYHG�LQ�WRXULVP�EHQHILWV�RU�LPSDFWV�

6WHS��
2SHUDWLQJ�VHUYLQJ�WRXULVW�ZKR�YLVLW�WKH�FRPPXQLW\�

6WHS��(YDOXDWLQJ�DQG�PRQLWRULQJ�/HDUQLQJ�DQG�LPSURYLQJ�WKH�SURMHFWV�
IHHG�EDFNIHHG�EDFN



���

DFWLYLWLHV�RI�ORFDO�SHRSOH�HWF��7KH�UHVXOWV�RI�LGHQWLILFDWLRQ�ZLOO�KHOS�GHYHORSHUV�DQG�YLOODJHUV�WR�GHFLGH�ZKDW� WR� LQFOXGH� LQ� DQG�KRZ� WKH\�VKRXOG�FDUU\�RXW�D�&%7�SURMHFW� VXFK�DV�XVLQJ�7KUHH�&RORXU�&UDS�IRU�%DQ�7KD�0DGXD��FRPPXQLW\�IRUHVW� IRU�%DQ�6DVRP��DQG�ORFDO�ILVKHU\�IRU�%DQ�.R�<DR�1RL��7KHRUHWLFDOO\�� WKH�SRWHQWLDO� WRXULVP�VXSSO\�VKRXOG�EH�VXSSRUWHG�E\�RWKHU�IDFWRUV�VXFK�DV�DFFHVVLELOLW\�DQG�VRXUFHV�RI�IXQGLQJ�DQG�PXVW�PHHW�WKH�GHPDQG�RI�WKH�WRXULVP�PDUNHW�
3UDFWLFDOO\��PDQ\�SURMHFWV�QHYHU�FRPSDUH�WKHLU�SRWHQWLDO�ZLWK�WKH�UHDO�PDUNHW��WKH\�IRFXV�PDLQO\�RQ� WKH� VXSSO\� VLGH��+RZHYHU�� VRPH� RXWVLGH� GHYHORSHUV�PD\�PDNH� D� FRPSDULVRQ� RI� SRWHQWLDO�FRPPXQLWLHV�EHIRUH�DSSURDFKLQJ�DQ\�VSHFLILF�FRPPXQLW\�WR�UXQ�D�&%7�SURMHFW��,Q�FRQWUDVW��WKH�µZDQWV¶ RI�WKH�YLOODJHUV��VWHS����PD\�FDXVH�WKHP�WR�LQLWLDWH�&%7�DQG�WKHQ�UHTXHVW�RXWVLGHUV�WR�VXSSRUW� WKHP�� ,Q� VRPH� FDVHV�� WKH� SRWHQWLDO� RI� D� FRPPXQLW\¶V� WRXULVW� DWWUDFWLRQV� PLJKW� EH�LQFUHDVHG��IRU�H[DPSOH�E\�HVWDEOLVKLQJ�D�FXOWXUDO�FHQWUH�DV�ZDV�WKH�FDVH�DW�%DQ 8P\RP�E\�WKH�'HSDUWPHQW� RI� 6RFLDO� 'HYHORSPHQW� DQG� :HOIDUH� �'3:�� �������� $OWKRXJK� PRVW� UXUDO�FRPPXQLWLHV� KDYH� WKH� VDPH� RU� YHU\� VLPLODU� UHVRXUFHV�� DQ\� FRPSDULVRQ� ZLWK� RWKHU� SRVVLEOH�FRPSHWLWRUV�LV�JHQHUDOO\�LJQRUHG��7KH�REYLRXV�GHFLVLRQ�LV�WR�LPSOHPHQW�&%7� 7KH�QHWZRUNLQJ�DPRQJ�FRPPXQLWLHV�LQ�WKH�VDPH�UHJLRQ�RU�RWKHUV�LV�RQH�ZD\�WR�UHVROYH�WKLV�OLPLWDWLRQ�
6WHS����,GHQWLI\�WKH�QHHGV�DQG�ZDQWV��DQG�GHFLVLRQ��RI�ORFDOV�WR�EH�LQYROYHG�LQ�WRXULVP��2QFH�WKH�LGHD� RI�&%7� LV� LQLWLDWHG�� WKH� UHODWLYH� µQHHGV¶� DQG� µZDQWV¶� RI� ORFDO� SHRSOH�PXVW� EH� LGHQWLILHG��%HQHILWV� DQG� LPSDFWV� RI� WRXULVP� VKRXOG� EH� FRQVLGHUHG� E\�PRVW� RI� WKH� FRPPXQLW\�PHPEHUV��3UDFWLFDOO\�� PRVW� RI� WKH� SURMHFWV� FRQYLQFH� WKH� YLOODJHUV� RI� WKH� EHQHILWV�� HLWKHU� HFRQRPLF� RU�HQYLURQPHQW��RI�(7��$Q�HFRWRXULVP�JURXS�PLJKW�EH�HVWDEOLVKHG�LQ�VRPH�FRPPXQLWLHV�DV�SDUW�RI�WKLV�VWHS��+RZHYHU��WKH�GHFLVLRQ�WR�JHW�LQYROYHG�LQ�&%7�PD\�EH�PDGH�E\�D�IHZ�SHRSOH�RU�E\�WKH�FRPPXQLWLHV¶� OHDGHUV��7KH�PDMRULW\�RI�YLOODJHUV�PD\�QRW� UHMHFW�RU�EH� DJDLQVW� WKH� LQLWLDWLRQ�RI�&%7��EXW�WKH\�PD\�WDNH�D�µZDLW�DQG�VHH¶ EHFDXVH�WKH\�RIWHQ�GR�QRW�UHDOO\�XQGHUVWDQG�RU�IRUHVHH�HLWKHU�WKH�EHQHILWV�RU�LPSDFWV��7KH�RSSRUWXQLW\�WR�VD\� µ\HV¶�RU�µQR¶ �LQFOXGLQJ�WR�ZLWKGUDZ�WKH�SURMHFW� ODWHU�RQ��UDUHO\�KDSSHQV�H[FHSW� LQ�VRPH�YHU\�VWURQJ�YLOODJHV�WKDW�VSHQG�D�ORQJ�WLPH�WR�XQGHUVWDQG�ERWK�WKH�DGYDQWDJHV�DQG�GLVDGYDQWDJHV�RI�WKLV�QHZ�DFWLYLW\��
6WHS����'HVLJQLQJ�DQG�SURSRVLQJ�WKH�SURMHFWV�WR�UHOHYDQW�VXSSRUWHUV��7KH�SRWHQWLDO�RI�WKH�WRXULVP�VXSSO\�DQG�WKH�GHFLVLRQ�WR�JHW�LQYROYHG�LQ�WRXULVP��ZLWK�RU�ZLWKRXW�D�SULRU�PDUNHWLQJ�VWXG\��DUH�WKH�VRXUFHV�RI�SURMHFW�LGHQWLILFDWLRQ��7RXULVP�SURMHFWV�ZLOO�EH�GHVLJQHG�DQG�SURSRVHG�WR�UHOHYDQW�JURXSV��VXFK�DV�FRPPXQLW\�PHPEHUV��JRYHUQPHQW�DJHQFLHV��1*2V�RU�SULYDWH�GHYHORSHUV��DQG�GRQRUV�RU�LQYHVWRUV�WR�JHW�VXSSRUW��7KLV�SURFHVV�PD\�WDNH�D�ORQJ�WLPH��HVSHFLDOO\�LQ�FRPPXQLWLHV�WKDW� ZDQW� D� PDMRULW\� RI� PHPEHUV� WR� XQGHUVWDQG� DQG� MRLQ� LQ� WKH� SURMHFW�� :KHUH� D� WRXULVP�GHYHORSPHQW�SURSRVDO�LV�SUHSDUHG�E\�D�VPDOO�JURXS�RI�SHRSOH�WKH�SURFHVV�PD\�EH�TXLFNHU��0RVW�FRPPXQLWLHV�RIWHQ�VWDUW�ZLWK�D� VPDOO�JURXS�RI�SHRSOH�ZKR�VKDUH� WKHLU� LGHDV�ZLWK�RWKHUV� ODWHU��



���

7KLV�� XQIRUWXQDWHO\�� LQ� WKH� ORQJ� UXQ� FDQ� RIWHQ� EH� DQ� REVWDFOH� WR� H[SDQGLQJ� WKH� QXPEHU� RI�PHPEHUV�
6WHS� ��� 3UHSDULQJ� WKH� DWWUDFWLRQV�� VHUYLFHV� DQG� WRXU� SURJUDP�� 2QFH� WKH� SURMHFW� LV� VWDUWHG��UHVRXUFHV� PDQDJHPHQW�� VHUYLFHV� SURYLVLRQ� DQG� SHUVRQQHO� IRU� &%7� PXVW� EH� SUHSDUHG�� 7KH�SUHSDUDWLRQ�LQFOXGHV�WKH�PDQDJHPHQW�RI�WKH�DWWUDFWLRQV��DFFHVVLELOLW\��ODQGVFDSH��LQWHUSUHWDWLRQ�VLJQV� DQG� DUHD� DQG� HQYLURQPHQWDO�PDQDJHPHQW��� ORFDO� VHUYLFHV� �KRPHVWD\�� YLOODJH� VWD\�� FUDIW��WRXU�SURJUDP�DQG�JXLGH��DQG�WUDQVSRUWDWLRQ�VHUYLFHV��DQG�PDUNHWLQJ�QHWZRUNLQJ��LI�DQ\���6RPH�FRPPXQLWLHV�HVWDEOLVK�DQ�µHFRWRXULVP�JURXS¶�LQ�WKLV�VWHS�WR�RUJDQLVH�&%7�DFWLYLWLHV��ZKHUHDV�LQ�VRPH� FRPPXQLWLHV� H[LVWLQJ� RUJDQLVDWLRQV� PD\� GR� WKH� ZRUN�� 7KLV� VWHS� DOVR� LQFOXGHV� JURXS�GLVFXVVLRQV�� WUDLQLQJ� SURJUDPV� DQG� VWXG\� WRXUV� WKDW�ZRXOG�EXLOG� WKH� FDSDFLW\�RI� ORFDO�SHRSOH��(GXFDWLRQ� SURJUDP�ZLOO� FUHDWH� EHWWHU� XQGHUVWDQGLQJ� RI� &%7�&%(7� DQG� LWV� LPSDFWV� DQG�ZLOO�SURYLGH� WKH� FRPPXQLW\� ZLWK� EDVLF� NQRZOHGJH� DQG� VNLOOV� IRU� WRXULVP� VHUYLFHV� VXFK� DV�HQYLURQPHQWDO� LQWHUSUHWDWLRQ�� SODQWV� RU� DQLPDOV� LGHQWLILFDWLRQ�� VDQLWDWLRQ� VHUYLFHV�� D� KRVWLQJ�SURJUDP�� EXVLQHVV� HQWHUSULVHV�� HQWUHSUHQHXUV� DQG� VR� RQ�� 6WXG\� WRXUV� WR� RWKHU� SURMHFWV� RU�FRPPXQLWLHV�DUH�RIWHQ�XVHG�DV�RQH�RI�WKH�HIIHFWLYH�SURJUDPV�IRU�YLOODJHUV�WR�JDLQ�PRUH�LQVLJKW�IURP�RWKHUV��7KH\�DOVR�KDYH�RSSRUWXQLW\�WR�GLVFXVV�UHOHYDQW�LVVXHV�DQG�FUHDWH�QHWZRUNLQJ�ZLWK�RWKHU�YLOODJHUV�
6WHS����0DUNHWLQJ� )HZ�SURMHFWV�JLYH�PXFK�FRQFHUQ�WR�PDUNHWLQJ�EHFDXVH�LW�LV�GLIILFXOW�IRU�WKHP�WR�GR�VR��+RZHYHU��GHYHORSHUV�DQG�WRXU�RSHUDWRUV�PD\�VXSSRUW�WKH�FRPPXQLW\�ZLWK�DGYHUWLVLQJ�DQG�WRXU�PDQDJHPHQW�VHUYLFHV��7KH�UHVSRQVLEOH�WRXUV�GR�SUHSDUH�WRXULVWV�LQ�DGYDQFH�RI�YLVLWLQJ�WKH�FRPPXQLW\��7KH\�PD\�VHOHFW�WRXULVWV�DQG�VHW�XS�RULHQWDWLRQ�SURJUDPV�LQ�RUGHU�WR�HQVXUH�WKH�TXDOLW\� RI� WKH� WRXU�� 7KXV�� LQ� WKLV� VWHS�� PRVW� FRPPXQLWLHV� UHO\� RQ� PDUNHWLQJ� IURP� RXWVLGHUV��+RZHYHU��WKHUH�DUH�ZDON�LQ�DQG�VWRSRYHU�YLVLWRUV�WR�VRPH�YLOODJHV�VXFK�DV�%DQ�.KLULZRQJ�DQG�%DQ�3ODL�3KRQJ�3KDQJ��2XWVLGH�PDUNHWLQJ�PD\�LQFUHDVH�WKH�QXPEHU�RI�WRXULVWV�ZLWK�OLWWOH�HIIRUW�IURP� WKH� FRPPXQLW\�� EXW� WKH� FRPPXQLW\� FDQQRW� FRQWURO� WKH� W\SH� DQG� TXDOLW\� RI� WRXULVWV� LW�UHFHLYHV�
6WHS����2SHUDWLQJ��:KHQ�WRXULVWV�YLVLW�WKH�FRPPXQLW\��PRVW�RUJDQLVHG�&%7�ZLOO�SURYLGH�D�WRXU�SURJUDP� DQG� VHUYLFHV�� 'LVWULEXWLQJ� WRXULVWV� WR�PHPEHU¶V� VHUYLFHV� LV� DQ� LPSRUWDQW� WDVN� RI� WKH�PDQDJHPHQW� JURXS� WR� HQVXUH� WKDW� DV� PDQ\� PHPEHUV� DV� SRVVLEOH� EHQHILW� IURP� WKH� WRXULVP��3UDFWLFDOO\�� WKH�PDQDJHPHQW�PD\�EH�FRQVWUDLQHG�E\�WKH�SRRU�PDQDJHPHQW�VNLOOV�RI�RUJDQLVHUV��OLWWOH�WLPH�DYDLODEOH�DQG�WKH�ODFN�RI�UHDGLQHVV�RI�WKH�PHPEHUV��LPEDODQFH�EHWZHHQ�WKH�QXPEHU�RI�WRXULVWV�DQG�SURYLGHUV��DQG�WKH�ODFN�RI�HWKLFV�RU�XQIDLU�PDQDJHPHQW�RI�FRPPXQLW\�OHDGHUV�



���

6WHS� ��� (YDOXDWLQJ� DQG�PRQLWRULQJ�� 7KH� RUJDQLVHG� FRPPXQLWLHV�ZLOO� RUJDQLVH� HYDOXDWLRQ� DQG�PRQLWRULQJ�DFWLYLWLHV��SDUWLFXODUO\�DIWHU� WKH� ILUVW�JURXS�RI�YLVLWRUV��ZKLFK�XVXDOO\�FRQVLVWV�RI�D�ORFDO� JURXS� RUJDQLVHG� IRU� WHVWLQJ� WKH� UHDGLQHVV� RI� WKH� FRPPXQLW\��� 7KLV� DFWLYLW\� LV� IRU� WKH�PHPEHUV�WR�LGHQWLI\�WKLQJV�WR�EH�LPSURYHG�RU�WKLQJV�WR�EH�HPSKDVLVHG�WR�DWWUDFW�PRUH�WRXULVWV��7KH�PHPEHUV�PXVW�UHIOHFW�FRQVWDQWO\�RQ�ZKDW�ZHQW�ZHOO��ZKDW�ZHQW�ZURQJ��DQG�ORRN�IRU�DUHDV�WR�EH�LPSURYHG��7KH�UHVXOWV�RI�PRQLWRULQJ�DUH�WKH�EDVLV�IRU�UHGHVLJQLQJ�DFWLYLWLHV�DQG VHUYLFHV�IRU�IXWXUH� YLVLWRUV�� DQG� XVXDOO\� LQFOXGH� D� IXUWKHU� LQYHVWPHQW� SURSRVDO� �E\� FRPPXQLW\� DQG�RU�GHYHORSHUV��� *HQHUDOO\�� IURP� WKH� SDVW� H[SHULHQFHV�� QR� UHFRUGV� VKRZ� WKDW� D� SURMHFW� KDV� EHHQ�ZLWKGUDZQ�DIWHU�WKH�HYDOXDWLRQ��EXW�VRPH�PD\�VORZ�GRZQ�EHFDXVH�RI�VRPH�FRQVWUDLQWV��
$OWKRXJK� DOO� VWHSV� UHTXLUH� D� KLJK� OHYHO� RI� SDUWLFLSDWLRQ� RI� WKH� ORFDO� SHRSOH� DQG� WKLV�SODQQLQJ�SURFHVV�LQWHQGV�WR�HPSRZHU�WKH�SHRSOH��VRPH�FRPPXQLWLHV�PD\�QRW�EH�UHDG\�IRU�WKLV�EHFDXVH�RI�WKH�ODFN�RI�XQGHUVWDQGLQJ�DPRQJ�WKH�YLOODJHUV�DQG�D�PDQDJHPHQW�FXOWXUH�WKDW�XVXDOO\�UHOLHV�RQ�RWKHUV�� 2XWVLGHUV�� SDUWLFXODUO\� JRYHUQPHQW� DJHQFLHV�� DOVR� SOD\� OHDGLQJ� UROH� WR� SXUVXH� VXFK�PDQDJHPHQW��)XUWKHUPRUH��WKH�VWHSV�DUH�VLPLODU�LQ�HDFK�FRPPXQLW\��WKHUH�DUH�GLIIHUHQFHV�LQ�WKH�SUDFWLFDO� GHWDLOV� EHFDXVH� RI� WKH� GLIIHUHQW� DJHQGDV� DQG� REMHFWLYHV� RI� DFWRUV� �SDUWLFXODUO\�VXSSRUWHUV��DQG�WKH�UHDGLQHVV�RI�ORFDO�YLOODJHUV��
+RZHYHU��LQ�PRVW�FDVHV�OHDGHUV��FRPPLWWHH�PHPEHUV�DQG�VRPH�PHPEHUV�ZHUH�WKH�PRVW�DFWLYH�SDUWLFLSDQWV��7KH�&%7�PDQDJHPHQW�FDQ�EH�D WRRO�IRU� WUDLQLQJ�DQG�HYDOXDWLQJ� WKH�UHDGLQHVV�RI�HDFK�FRPPXQLW\�IRU�SDUWLFLSDWLRQ��
�������&%7�6\VWHP�DQG�(OHPHQWV
&%7�DW�WKH�GHVWLQDWLRQ�DUHD�FDQ�EH�YLHZHG�DV�D�V\VWHP�LQ�ZKLFK�YDULRXV�FRPSRQHQWV�KDYH�UROHV��IXQFWLRQV��DQG�UHVSRQVLEOH�DFWRUV��&RPPXQLWLHV�PRVWO\ SURYLGH�WRXULVW�DWWUDFWLRQV�DQG�VHUYLFHV��ZKLOH� WRXULVWV� DQG� RXWVLGHUV� PLJKW� SOD\� LPSRUWDQW� UROHV� LQ� WKH� PDUNHWLQJ� DQG� WUDQVSRUWDWLRQ�VHFWRUV��7KH�&%7�V\VWHP�DW�WKH�GHVWLQDWLRQ�DUHDV�FDQ�EH�H[SODLQHG�DV�IROORZV�
0DUNHW��7KH�WDUJHW�RI�&%7�DQG�&%(7�LV�WKH�VSHFLILF�JURXS�RI�WRXULVWV�LQWHUHVWHG�LQ�QDWXUDO�DQG�FXOWXUDO� H[SHULHQFHV� DQG� LQ� FRQWDFWLQJ� ORFDO� SHRSOH�� 7KLV� PDUNHW� LV� D� QLFKH� ERWK� LQ� WKH�LQWHUQDWLRQDO�DQG�GRPHVWLF�PDUNHWV��ZKLFK�LV�FXUUHQWO\�QRW�ODUJH�HQRXJK�WR�EULQJ�ZHDOWK�WR�WKH�FRPPXQLWLHV�RU�WR�KDYH�VHULRXV�DGYHUVH�LPSDFWV�RQ�WKHP��&%7�LQ�7KDLODQG�LV�DW�WKH�HDUO\�VWDJH��KHQFH�PRVW�RI�WKH�FRPPXQLWLHV�VWLOO�UHFHLYH�D�ORZ�QXPEHU�RI�WRXULVWV��7KH�PDLQ�PDUNHW�RI�&%7�LV� WKH�GRPHVWLF�PDUNHW�� EXW� VRPH�FRPPXQLWLHV�PD\� UHFHLYH�PRUH� LQWHUQDWLRQDO� WKDQ�GRPHVWLFWRXULVWV��$FFRUGLQJ� WR� WKH�DXWKRU
V�SRVWDO�TXHVWLRQQDLUH�VXUYH\��DERXW�KDOI�RI� WKH�FRPPXQLWLHV�UHFHLYHG� IHZHU� WKDQ� ���� WRXULVWV� SHU� \HDU��ZKLOH� DERXW� RQH�ILIWK� UHFHLYHG�EHWZHHQ�����������



���

WRXULVWV� SHU� \HDU�� $QRWKHU� RQH�ILIWK� UHFHLYHG� RYHU� WKDQ� ������ WRXULVWV�� ZKHUHDV� WKH� KLJKHVW�QXPEHU�LV��������WRXULVWV��)LJXUH�������+RZHYHU��WKH�DYHUDJH�QXPEHU�RI�WRXULVWV�WR�YLVLW�WKHVH�FRPPXQLWLHV�SHU�\HDU�LV�������ZKLFK�LQFOXGHV�������GRPHVWLF�DQG�����LQWHUQDWLRQDO�WRXULVWV�RQ�DYHUDJH��7KLV�LQGLFDWHV�WKDW�WRXULVP�LQ�FRPPXQLWLHV�ZDV�SRSXODU�LQ�WKH�GRPHVWLF�PDUNHW��7KLV�PD\�EH�EHFDXVH�&7�LV�LQ�WKH�EHJLQQLQJ�VWDJH�± ZLWK�DQ�DYHUDJH�RI�����\HDUV� � DQG�LV�QRW�ZHOO�NQRZQ�LQ�WKH�LQWHUQDWLRQDO�PDUNHW��2WKHU�UHDVRQV�DUH�WKH�OLPLWHG�ODQJXDJH�VNLOOV�RI�ORFDO�SHRSOH��SDUWLFXODUO\�(QJOLVK��DQG�WKHLU�QRQ�UHDGLQHVV�WR�DSSURDFK�WKH�LQWHUQDWLRQDO�PDUNHW�
,Q�JHQHUDO��WKH�DWWUDFWLYHQHVV�RI�D�FRPPXQLW\�DSSHDUV�WR�EH�D�PRUH�LPSRUWDQW�SXOO�IDFWRU�WKDQ�LWV�VL]H��1HYHUWKHOHVV��VL]H�LV�LPSRUWDQW�LQ�DV�PXFK�DV�LW�LV�HDVLHU�IRU�VPDOO�FRPPXQLWLHV�WR GLVWULEXWH�WKH�EHQHILWV�RI�WRXULVP�DQG�HDVLHU�IRU�ODUJH�FRPPXQLWLHV�WR�DEVRUE�LWV�LPSDFWV��7KH�SRSXODWLRQ�VL]H�DQG�QXPEHU�RI�WRXULVW�LV�QRW�FRQVLVWHQW DSSHDU FDQ�EH�VHHQ�LQ�)LJXUH����� 7KLV�ILJXUH�DOVRLOOXVWUDWHV�D�UDWLR�RI�WRXULVW�SHU�UHVLGHQW�� ZKLFK�LV VWLOO�ORZ�LQ�PRVW�FRPPXQLWLHV��,W�LPSOLHV�WKDW�WKH�&%7�GHYHORSPHQW�LV�FXUUHQWO\�IDU�IURP�LWV�FDUU\LQJ�FDSDFLW\�OLPLW�DQG�WKH�QXPEHU�RI�WRXULVWV�FDQ�EH�LQFUHDVHG��7KH�VL]H�RI�WKH�FDUU\LQJ�FDSDFLW\�LV�GLIIHUHQW�LQ�YDULRXV�SODFHV��,WV�OLPLW�FDQ�URXJKO\�EH�MXGJHG�E\�WKH�DYDLODELOLW\�RI�VHUYLFHV�OHIW� WR�VHUYH�PRUH�WRXULVWV�DQG�WKH�UHVLVWDQFH�DJDLQVW�DQ\�DGYHUVH�LPSDFWV��
0DUNHWLQJ�3URFHVV��7KLV�LV�QRW�LQ�WKH�KDQGV�RI�WKH�FRPPXQLW\�GXH�WR�WKH�ODFN�RI�FRPPXQLFDWLRQ�UHVRXUFHV�DQG�QHWZRUNLQJ��*HQHUDOO\��LW�LV�WKH�1*2V��JRYHUQPHQW�DJHQFLHV�DQG�SULYDWH�RSHUDWRUV�ZKR�EULQJ�WRXULVWV�WR�WKH�FRPPXQLWLHV��(VWDEOLVKLQJ�FKDQQHOV�RI�GLUHFW�FRQWDFW�ZLWK�WKH�PDUNHW�LV�FKDOOHQJLQJ��,QWHUQHW�DQG�SULQWHG�EURFKXUHV�DUH�WKH�XVXDO�PHDQV�XVHG�E\�VXSSRUWHUV�DQG�RXWVLGH�RSHUDWRUV�� 6RPH� FRPPXQLW\� UHSUHVHQWDWLYHV� SXEOLFLVH� WKHLU� SURMHFWV� DW� FRQIHUHQFHV� DQG�ZRUNVKRSV�DQG�ZKHQ�WKH\�WUDYHO�WR�PHHW�ZLWK�LQWHUHVW�JURXSV�DURXQG�WKH�FRXQWU\��7KLV�LV�RQH�RI�WKH�PRVW�HIIHFWLYH�PHDQV�IRU�SURPRWLQJ�WKHLU�&%7�SURMHFWV�DQG�DOVR�IRU�OLQNLQJ�XS�ZLWK�RWKHUV�
7KH� WUDQVSRUWDWLRQ IURP�RXWVLGH� WR� WKH�FRPPXQLWLHV�PD\�EH�DUUDQJHG�E\� WKH� WRXULVWV�RU� WRXU�RSHUDWRUV��7KH�WUDQVSRUW�IURP�WKH�QHDUHVW�PDVV�WUDQVLW�V\VWHP�VWRS�WR�WKH�FRPPXQLWLHV��VXFK�DV�PLQLEXVHV��ERDWV�DQG�PRWRUF\FOHV��PD\�EH�RZQHG�E\�ORFDO�SHRSOH��0DQ\�WUDQVSRUWDWLRQ�PRGHV�ZLWKLQ�DQG�DURXQG� WKH�FRPPXQLWLHV��VXFK�DV�HOHSKDQWV��KRUVHV��R[FDUWV�DQG�PRWRUF\FOHV��DUH�RZQHG�E\�ORFDO�SHRSOH��

�� 7KH QXPEHU�RI�WRXULVW�SHU�UHVLGHQW�LV�RIWHQ�XVHG�WR�LQGLFDWH WKH�SRWHQWLDO�LPSDFWV�RI�WRXULVW�YLVLWV�WR D�SDUWLFXODU�DUHD��PRVWO\�DW�FRXQWU\�RU�UHJLRQDO�OHYHOV���7KH�QXPEHU�ZLOO�HQDEOH�DQ�DVVHVVPHQW�RI�ZKHWKHU�DQ�DUHD�LV�FORVH WR�RU�KDV�H[FHHGHG� LWV FDUU\LQJ� FDSDFLW\��0RUH�SUHFLVH� VWXG\�PD\�FDOFXODWH�WKH�QXPEHU�RI�WRXULVWV SHU� LQYROYHG� UHVLGHQW�RU�WRXULVW�QLJKWV DFFRPPRGDWHG� LQ� WKH� DUHD�� 7KHRUHWLFDOO\�� D� KLJKHU� UDWLR� RI� WRXULVWV ZLOO� JLYH� JUHDWHU HFRQRPLF�DGYDQWDJH�WR�WKH�ORFDOV��EXW�ZLOO�SRVVLEO\�FUHDWH�JUHDWHU�DGYHUVH VRFLDO�DQG�FXOWXUDO�LPSDFWV WR�WKH�ORFDO�FRPPXQLW\��
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6RXUFH��3RVWDO�TXHVWLRQQDLUH�VXUYH\V��VHH�PRUH�GHWDLOV�LQ�$SSHQGL[���1RWH��7ZR VXUYH\HG�FRPPXQLWLHV�GLG�QRW�SURYLGH�WKH�QXPEHU�RI�WRXULVW�
)LJXUH������1XPEHU�DQG�SDWWHUQ�RI�WRXULVWV�WR�YLVLW�WKH�FRPPXQLWLHV

6RXUFH��3RVWDO�TXHVWLRQQDLUH�VXUYH\V1RWH��7ZR�VXUYH\HG�FRPPXQLWLHV�GLG�QRW�SURYLGH�WKH�QXPEHU�RI�WRXULVWV�
)LJXUH������7KH�FRPSDULVRQ�EHWZHHQ�WKH�QXPEHU�RI�WRXULVWV��WKH�SRSXODWLRQ�DQG�D�UDWLR�RI�WRXULVWV�SHU�RQH�UHVLGHQW
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7RXULVW�$WWUDFWLRQV RI�&%7�LQFOXGH�QDWXUDO��FXOWXUDO�DQG�UHOLJLRXV�DQG�DUFKDHRORJLFDO�DWWUDFWLRQ�W\SHV�� )LJXUH� ���� LOOXVWUDWHV� WKH� FRPELQDWLRQ� RI� WRXULVW� DWWUDFWLRQV� RI� WKH� FRPPXQLWLHV� WKDW�UHVSRQGHG� WR� WKH� SRVWDO� TXHVWLRQQDLUH� VXUYH\�� 7KH\� DUH� PL[HG� W\SHV� RI� QDWXUDO� DQG� FXOWXUDO�DWWUDFWLRQV�LQ�PRVW�DUHDV�ZLWK�DQ�DYHUDJH�RI���QDWXUDO�SODFHV����FXOWXUDO�SODFHV�DQG���UHOLJLRXV�DQG�DUFKDHRORJLFDO�SODFHV��0RXQWDLQV�YLHZ�SRLQW��ZDWHUIDOO��ULYHU�FUHHN�FDQDO��IRUHVW��DQG�EXVK�DURXQG�WKH�YLOODJH�DUH�WKH�PDLQ�QDWXUDO�DWWUDFWLRQ�SODFHV��ZKLOH�KDQGLFUDIWV��WUDGLWLRQV�FXVWRPV��DJULFXOWXUH��ZD\�RI�OLIH��DQG�IRUWV�DUH�WKH�PDLQ�FXOWXUDO�DWWUDFWLRQ�SODFHV��%XGGKLVW�WHPSOHV�DQG�IRON�KRXVHV�DUH�WKH�PDLQ�SODFHV�RI�UHOLJLRXV�DQG�DUFKDHRORJLFDO�DWWUDFWLRQ��,W�FDQ�EH�VHHQ�WKDW�QRW�RQO\�QDWXUH�EDVHG�DWWUDFWLRQV�DUH�DYDLODEOH�DW�WKH�FRPPXQLWLHV�OHYHO��7KHUHIRUH��&%7�LQ�7KDLODQG�LV�EDVHG�RQ�D�PL[WXUH�RI�UHVRXUFHV�DQG�GRHV�QRW�FRQIRUP�WR�WKH�VWULFW�GHILQLWLRQ�HFRWRXULVP��7KHYDULRXV� FDWHJRULHV� RI� DWWUDFWLRQ� SODFHV� DUH� DOVR� LOOXVWUDWHG� LQ� )LJXUH� ����� /RFDO�WUDGLWLRQV�FRVWXPHV�� KDQGLFUDIW� DQG� %XGGKLVW� WHPSOHV� DUH� WKH� WKUHH�PRVW� FRPPRQ� DWWUDFWLRQV�DYDLODEOH� LQ�PRUH� WKDQ� KDOI� RI� WKH� FRPPXQLWLHV��ZKHUHDV�PRXQWDLQV�� ULYHUV�FUHHNV�FDQDOV� DQG�ZDWHUIDOOV�DUH�WKH�WKUHH�PRVW�FRPPRQ�QDWXUDO�DWWUDFWLRQV��)XUWKHUPRUH��VRPH�DWWUDFWLRQV�FDQQRW�UHDOO\� EH� FODVVLILHG� LQWR� D� VLQJOH� FDWHJRU\� VXFK� DV� WKH� FRPPXQLW\� IRUHVW� DW� %DQ� 6LOD�ODHQJ��&KDQJZDW�1DQ��QDWXUH�DQG�FXOWXUH���:DW�7KDP�.ORQJ�SOHO��&KDQJZDW�8GRQ�7KDQL��WHPSOH�DQG�FDYH��DQG�ILVKHU\�YLOODJH�DW�.XUDEXUL��&KDQJZDW�5DQRQJ�
7KH� DFWLYLWLHV� SURYLGHG� DW� WKH� GHVWLQDWLRQ� FRPPXQLW\� DOVR� FRQVLVW� RI� HFRWRXULVP�OLNH� RU� QRQ�HFRWRXULVP�OLNH� DFWLYLWLHV�� 7KHVH� DUH� WUHNNLQJ�PRXQWDLQ� FOLPELQJ�� FDPSLQJ� LQ� WKH� EXVK��FDQRHLQJ�ZKLWH� ZDWHU� UDIWLQJ�� IDUP� YLVLWLQJ�� VWXG\� WRXUV� DQG� VKRSSLQJ� DW� WKH� ORFDO� FUDIWV�SURGXFWLRQ� FHQWUHV�� WRXULVWV�KRVW� GLDORJXLQJ� �FRQYHUVDWLRQ�GLVFXVVLRQ�H[FKDQJLQJ� H[SHULHQFHV��HWF��7KHVH�GHSHQG�RQ�WKH�UHVRXUFHV�DYDLODEOH�DQG�WKH�VSHFLILF�PRWLYDWLRQV�RI�WKH�WRXULVWV���
6HUYLFHV DUH�SURYLGHG�E\�ORFDO�SHRSOH��LQGLYLGXDOV�RU�JURXSV���LQFOXGLQJ�RWKHU�DJHQFLHV��7KHVH�VHUYLFHV�KHOS� WKH�GHVWLQDWLRQ�FRPPXQLW\� WR�EH�PRUH�DWWUDFWLYH�DQG�SHUVXDGH�WRXULVWV�WR�H[WHQG�WKHLU�OHQJWK�RI�VWD\��&RPPXQLW\�VHUYLFHV�LQFOXGH�KRPHVWD\�DFFRPPRGDWLRQ��MRLQLQJ�ORFDO�PHDOV�ZLWK�KRVWV��OHDUQLQJ�ORFDO�NQRZOHGJH�GLUHFWO\�IURP�ORFDO�VFKRODUV��DQG�WRXULQJ�LQ�DQG�DURXQG�WKH�FRPPXQLW\�XVLQJ�WKH�ORFDO�PRGH�RI�WUDQVSRUW��*XLGHG�WRXUV�DUH�DOZD\V�SURYLGHG�DQG�LQWHUSUHWHG�E\� ORFDO� VFKRODUV� DQG� WUDLQHG� \RXQJ� SHRSOH�� /RFDO� WUDQVSRUWDWLRQ� DQG� SRUWHU� VHUYLFHV� FRXOG�H[SDQG�WKH� MREV� WR�RWKHU�SHRSOH�LQ�WKH�FRPPXQLW\��SDUWLFXODUO\�WKH�SRRU�DQG�WKRVH�ZLWK�D�ORZ�OHYHO�RI�HGXFDWLRQ��
7KH� UHVXOWV� RI� WKH� SRVWDO� TXHVWLRQQDLUH� VXUYH\� VKRZHG� WKDW� DOO� FRPPXQLWLHV� KDYH� EHHQ�LQYROYHG�LQ�WRXULVP�IRU�VRPH�SHULRG�RI�WLPH��DYHUDJH������\HDUV��DQG�RIIHU�D�YDULHW\�RI�VHUYLFHV�DQG�DFWLYLWLHV��0DQ\�FRPPXQLWLHV���������UHFHLYHG�WRXULVWV�WKDW�VLPSO\�GURSSHG�E\�DQG�PDGH�D�VKRUW�YLVLW��7KH�YLOODJHUV�ZHUH�WKHQ�DEOH�WR�VHOO�JRRGV��VHUYLFHV��DQG�WR�JXLGH�WKHP��6HOOLQJ�JRRGV�
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6RXUFH��3RVWDO�TXHVWLRQQDLUH�VXUYH\V
)LJXUH������0L[HG�W\SHV�RI�WRXULVP�DWWUDFWLRQ�SODFHV�LQ�DQG�DURXQG�WKH�FRPPXQLWLHV

6RXUFH��3RVWDO�TXHVWLRQQDLUH�VXUYH\V
)LJXUH������7\SHV�RI�WRXULVW�DWWUDFWLRQV�IRXQG�LQ�WKH�FRPPXQLWLHV
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DQG�SURYLGLQJ�VHUYLFHV�HLWKHU�E\� WKH�FRPPXQLW\�RU�YLOODJHUV� LV�FRPPRQ�DQG�D�PDLQ�VRXUFH�RI�LQFRPH�RI�PDQ\�FRPPXQLWLHV�
&RPPXQLW\�OHDGHUV�DQG�YLOODJHUV�LQGLYLGXDOO\�VKDUH�LQ�WKH�SURYLVLRQ�RI�PDQ\�W\SHV�RI�VHUYLFHV��*RYHUQPHQW�DJHQFLHV�LQFOXGLQJ�WKH�QDWLRQDO�SDUN�DXWKRULW\�PDLQO\�SURYLGH�LQWHUSUHWDWLRQ�VLJQV�DQG�JXLGHV�LQ�WKH�SURWHFWHG�DUHDV��VHH�)LJXUH������

6RXUFH��3RVWDO�TXHVWLRQQDLUH�VXUYH\V�
)LJXUH������7RXULVP�VHUYLFHV�LQ�WKH�FRPPXQLW\�DQG�WKH�SURYLGHUV

�������&%7�$FWRUV�
$OWKRXJK�WKH�FRPPXQLW\�DV�D�JURXS�RI�SHRSOH�LV�WKH�IRFXV�RI�&%7��ORFDO�SHRSOH�DQG�FRPPXQLW\�OHDGHUV�LQGLYLGXDOO\�UHVSRQGHG�WR�WKH�SUHVHQFH�RI�WRXULVWV�LQ�WKH�FRPPXQLW\��0RVW�FRPPXQLWLHV�LQLWLDOO\�ZHUH� LQYROYHG� LQ�PRUH�FRQYHQWLRQDO�IRUPV�RI�WRXULVP�WR�H[SORUHU�WRXULVWV�E\�RIIHULQJ�VRPH�VHUYLFHV��SHUKDSV�IRRG�RU�DFFRPPRGDWLRQ�RU�D�JXLGH�VHUYLFH�
&%7�LV�RIWHQ�LQLWLDWHG�E\�RXWVLGHUV�DQG�RU�UHFHLYHV�VXSSRUWV�IURP�RXWVLGHUV��HLWKHU�JRYHUQPHQW�DJHQFLHV�� SULYDWH� RSHUDWRUV� RU� 1*2V�� 7KH� VXSSRUW� PD\� EH� GLUHFWO\� UHODWHG� WR� WRXULVP�GHYHORSPHQW� RU�PD\� EH� SDUW� RI� D�ZLGHU� FRPPXQLW\� GHYHORSPHQW� VWUDWHJ\� WKDW� LQFRUSRUDWHV� D�WRXULVP�FRPSRQHQW�WKDW�LV�OLNHO\�WR�PDNH�D�FRQWULEXWLRQ�ZKHQ�&%7�LV�HYHQWXDOO\�LQWURGXFHG��
7KH� SRVWDO� TXHVWLRQQDLUH� VXUYH\� UHYHDOHG� WKDW�PRVW� ORFDO� RUJDQLVDWLRQV� UHFHLYH� VXSSRUW� IURP�RXWVLGHUV�� ZKLFK� PD\� EH� D� VLQJOH� RXWVLGHU� ��������� RU� WZR� RU� WKUHH� RXWVLGHUV� �������� DQG�
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������� UHVSHFWLYHO\��� IRU� FRPPXQLW\� GHYHORSPHQW� DFWLYLWLHV�� *RYHUQPHQW� DJHQFLHV� DUH� WKH�ELJJHVW� VXSSRUWHU�RI�RYHU� WKUHH�TXDUWHUV�RI� WKH�VXUYH\HG�FRPPXQLWLHV��:KLOH�1*2V��EXVLQHVV�DJHQFLHV� DQG� DFDGHPLF� LQVWLWXWHV� SURYLGH� VXSSRUW� IRU� DERXW� D� TXDUWHU� RI� WKH� VXUYH\HG�FRPPXQLWLHV��$�IHZ�JHW�VXSSRUW�IURP�LQWHUQDWLRQDO�RUJDQLVDWLRQV�DQG�LQGLYLGXDOV��0RVW�VXSSRUW�LV� JLYHQ� IRU� SK\VLFDO� GHYHORSPHQW� �URDG� FRQVWUXFWLRQ�� VXSSO\LQJ� EXR\V� WR� GHPDUFDWH� RFHDQ�DFWLYLW\�DUHDV��SDYLOLRQ�FRQVWUXFWLRQ��DQG�PDQDJHPHQW��ILQDQFLDO��EXGJHWLQJ��DFDGHPLF��WUDLQLQJ��PDUNHWLQJ�DQG�SURPRWLRQ��DV�VKRZQ�LQ�7DEOH������,W�KDV�WR�EH�VWDWHG�WKDW�VRPH�RI�WKHVH�SK\VLFDO�GHYHORSPHQW�DFWLYLWLHV�GLG�QRW�UHDOO\�VXSSRUW�&%7�
&%7�DFWRUV��ERWK�GLUHFW�DQG�LQGLUHFW��FDQ�EH�FODVVLILHG�LQWR�VL[�JURXSV��JRYHUQPHQW��DFDGHPLFV��1*2��SULYDWH�RSHUDWRUV��7DPERQ�$GPLQLVWUDWLYH�2UJDQLVDWLRQ��7$2��DQG�WKH�ORFDO�FRPPXQLW\��7KH�UROHV�DQG�UHVSRQVLELOLWLHV�WKDW�DUH�UHODWHG�WR�&%7�DUH�LOOXVWUDWHG�LQ�)LJXUH�������6RPH�QDPHV�DQG� WKHLU� UHOHYDQW� SURMHFWV� DUH� VXPPDULVHG� LQ� $SSHQGL[� ��� )XUWKHU� LQIRUPDWLRQ� RQ� WKH� VL[�JURXSV�RI�DFWRUV�LV�SURYLGHG�EHORZ�
�� 7KH�*RYHUQPHQW�$JHQFLHV��0DQ\� JRYHUQPHQW� DJHQFLHV� GHDO� GLUHFWO\� DQG� LQGLUHFWO\�ZLWK�WRXULVP��:KHQ�WKH�JRYHUQPHQW�KDG�D�ZHOO�GHILQHG�SROLF\�RI�SURPRWLQJ�7L&�VWDUWLQJ�LQ�������9LVLW� 7KDLODQG� <HDU��� PDQ\� JRYHUQPHQW� DJHQFLHV�� DW� QDWLRQDO�� UHJLRQDO� DQG� SURYLQFLDO�OHYHOV��LQFOXGHG�WRXULVP�GHYHORSPHQW�DV�RQH�RI�WKH�REMHFWLYHV�RI�WKHLU�GHYHORSPHQW�SURMHFWV�UDQJLQJ�IURP�LQIUDVWUXFWXUH�GHYHORSPHQW�WR�HQYLURQPHQWDO�FRQVHUYDWLRQ��,Q�WKH�����V��PDQ\�WRXULVP� GHYHORSPHQW� SURMHFWV� KDYH� EHHQ� FRQFHUQHG� PRUH� RQ� &%7� DQG� (7� ZLWK� ORFDO�SDUWLFLSDWLRQ��0DQ\�DJHQFLHV�VXFK�DV�WKH�'HSDUWPHQW�RI�6RFLDO�:HOIDUH��'6:���QRZ�NQRZQ�DV� WKH� 'HSDUWPHQW� RI� 6RFLDO� 'HYHORSPHQW� DQG� :HOIDUH� �'6':��� WKH� 'HSDUWPHQW� RI�$JULFXOWXUDO� ([WHQVLRQ� �'$(�� DQG� WKH� &RPPXQLW\� 'HYHORSPHQW� 'HSDUWPHQW� �&''�� DUH�UHVSRQVLEOH�IRU�VRFLR�HFRQRPLF�GHYHORSPHQW��DQG�WKH\�FRQVLGHU�WRXULVP�WR�EH�DQ�LPSRUWDQW�HFRQRPLF� VHFWRU� RI� WKH� ORFDO� HFRQRP\��7KH�5R\DO� )RUHVW�'HSDUWPHQW� �5)'�� RU�1DWLRQDO�3DUN��:LOGOLIH�DQG�3ODQW�&RQVHUYDWLRQ�'HSDUWPHQW��'13��LV�UHVSRQVLEOH�IRU�FRQVHUYLQJ�DQG�SURWHFWLQJ� WKH�QDWXUDO� UHVRXUFHV� DQG� IRU� HFRWRXULVP�GHYHORSPHQW� LQ�SURWHFWHG�DUHDV� �3$���7KH� PDLQ� IRFXV� RI� '13� LV� FRQVHUYDWLRQ� DQG� HFRWRXULVP� LV� ELRORJLFDO�EDVHG�� EXW� ORFDO�SDUWLFLSDWLRQ�LQ�(7�RU�&%7�LV�QRW�ZHOO�DFFHSWHG�DW�3$�DQG�SROLF\�OHYHO���� 7KH� DFDGHPLF� LQVWLWXWLRQV�� 7KHVH� LQVWLWXWLRQV� LQFOXGH� XQLYHUVLWLHV�� UHVHDUFK� LQVWLWXWHV��UHVHDUFK�IXQGLQJ�RUJDQLVDWLRQV�DQG� LQGLYLGXDO�VFKRODUV�IURP�XQLYHUVLWLHV�ZKR�KDYH�SOD\HG�DQG�VWLOO�SOD\�D�PDMRU�UROH�LQ�FRQGXFWLQJ�UHVHDUFK�DQG�LQWURGXFLQJ�WKH�FRQFHSW�RI�&%7��6RPH�RI� WKHP� KDYH� EHHQ� LQYROYHG� LQ� DFWLRQ� UHVHDUFK� WR� KHOS� FRPPXQLWLHV� WR� GHYHORS� WRXULVP�VHUYLFHV�� 7KH� DFDGHPLFV� PD\� JHW� IXQGLQJ� IURP� WKHLU� LQVWLWXWHV�� RU� IURP� QDWLRQDO� DQG�LQWHUQDWLRQDO� IXQGLQJ� DJHQFLHV� DQG� GHYHORSPHQW� DJHQFLHV� VXFK� DV� WKH� 7KDLODQG�5HVHDUFK�)XQG��75)���7$7��81(3��81(6&2�LQFOXGLQJ�FRQFHUQHG�JRYHUQPHQW�DJHQFLHV��(7�DQG�
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7DEOH������7\SH�RI�VXSSRUW�SURYLGHG�WR�FRPPXQLWLHV�E\�RXWVLGHUV
2XWVLGH�6XSSRUWHUV 3HUFHQWDJH 7\SH�RI�VXSSRUW1XPEHU��RUJDQLVDWLRQ �������RUJDQLVDWLRQV �������RUJDQLVDWLRQV �������RUJDQLVDWLRQV ������RUJDQLVDWLRQV ����QR�VXSSRUWHU ����QR�DQVZHU ����7\SH�,QGLYLGXDOV ����� ILQDQFLDO��GDWD�DQDO\VLV*2 ������ PDUNHWLQJ� DQG� SURPRWLRQ�� PDQDJHPHQW�� URDG� FRQVWUXFWLRQ�� RFFXSDWLRQDO�VXSSRUW�� WRXULVP� SURPRWLRQ�� VRFLDO� ZHOIDUH�� SURMHFW� FR�RUGLQDWLRQ��VXSSO\LQJ� EXR\V�� IRUHVW� SURWHFWLRQ�� SURYLVLRQ� RI� DGYLVRUV�� UHVHDUFK��HFRQRPLF� GHYHORSPHQW�� IRUHVW� SODQWLQJ�� FXOWXUDO� FHQWUH�� WUDLQLQJ��ILQDQFLDO� DVVLVWDQFH�� GHYHORSPHQW� RI� SODFHV� RI� DWWUDFWLRQ�� SDYLOLRQ�FRQVWUXFWLRQ��VRFLR�HFRQRPLF�GHYHORSPHQW$FDGHPLFV��VFKRROV ����� WUDLQLQJ�� ILQDQFLDO�� EXR\� LQVWDOODWLRQ�� IRUHVW� SODQWDWLRQ�� GDWD� DQDO\VLV��FRQVHUYDWLRQ��FXOWXUDO�SHUIRUPDQFH1*2V ������ ILQDQFLDO�� SURPRWLRQ� DQG� PDUNHWLQJ�� HQYLURQPHQWDO� PDQDJHPHQW�� IRUHVW�SODQWDWLRQ��WUDLQLQJ%XVLQHVVHV ������ IRUHVW�SODQWDWLRQ��DUUDQJLQJ�SHUIRUPDQFHV��GDWD�DQDO\VLV,QWHUQDWLRQDO�2UJDQLVDWLRQV ����� EXGJHWLQJ

6RXUFH��3RVWDO�TXHVWLRQQDLUH�VXUYH\V�

6RXUFHV��6HFRQGDU\�GDWD��ILHOG�VXUYH\V�DQG�SHUVRQDO�LQWHUYLHZV��VHH�DGGLWLRQDO�LQIRUPDWLRQ�LQ�$SSHQGL[���
)LJXUH�������&%7�DFWRUV�DQG�WKHLU�UROHV
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&%7� UHODWHG� VXEMHFWV� KDYH� EHHQ� DGGHG� DOVR� WR� WKH� FXUULFXOD� RI� PDQ\� FROOHJHV� DQG�XQLYHUVLWLHV�DQG�KDYH�EHHQ�WKH�VXEMHFW�RI�PDQ\�0DVWHUV�DQG�3K�'�WKHVHV��6RPH�LQVWLWXWHV�KDYH�HVWDEOLVKHG�HFRWRXULVP�GHYHORSPHQW�FHQWUHV��H�J��6ULQDNKDULQZLURW�8QLYHUVLW\��6RPH�DFDGHPLFV�KDYH�EHHQ�LQYROYHG�LQ�WUDLQLQJ�ORFDO�SHRSOH�IRU�&%7�GHYHORSPHQW�DQG�VHUYLFHV�SURYLVLRQ��DV�LQFOXGHG�LQ�DFWLRQ�UHVHDUFK�VXSSRUWHG�E\�75)��6LQGKX�6DURERQ�������8GRQ�:RQJWDEWLP��������� 1RQ� *RYHUQPHQWDO� 2UJDQLVDWLRQV� �1*2V��� 1RUPDOO\�� 1*2V� ZRUN� RQ� VRFLDO�� HFRQRPLF��SROLWLFDO�DQG�HQYLURQPHQW�LVVXHV�LQ�WKH�FRPPXQLW\�DQG�VRPH�RI�WKHP�DUH�DJDLQVW�WRXULVP�DV�WKH\� EHOLHYH� LW� OHDGV� WR� VRFLDO� DQG� FXOWXUDO� GHJUDGDWLRQ��+RZHYHU�� WRXULVP�KDV� GLUHFW� DQG�LQGLUHFW�OLQNV�ZLWK�FRPPXQLW\�GHYHORSPHQW�DQG�VRPH 1*2V��KDYLQJ�UHDOLVHG�WKDW�WRXULVP�KDV�EHHQ�D� VWUDWHJ\�RI� HFRQRPLF�GHYHORSPHQW� LQ� D�QXPEHU�RI� FRPPXQLWLHV�� KDYH� WULHG� WR�EXLOG�RQ�WKLV�DQG�VWUHQJWKHQ�WKH�FRPPXQLW\�E\�HVWDEOLVKLQJ�ORFDO�RUJDQLVDWLRQV��)RUHVW�IRU�/LIH� 3URMHFWV�� 6XUDW� 7KDQL� 3URYLQFH�� 3RSXODWLRQ� 'HYHORSPHQW� $VVRFLDWLRQ� �3'$���'HYHORSPHQW�$JULFXOWXUH�DQG�(GXFDWLRQ�3URMHFW�IRU�$NKD �'$3$� DQG�7KDLODQG�9ROXQWHHU�6RFLHW\� �796�� DUH� 1*2V� WKDW� XVH� &%7� DV� D� WRRO� IRU� FRPPXQLW\� GHYHORSPHQW� DQG�FRQVHUYDWLRQ��6RPH�1*2V�PD\�EH�GLUHFWO\�LQYROYHG�LQ�(7�RU�&%7��DV�DQ�1*2V�HQWHUSULVH��VXFK�DV�5HVSRQVLEOH�(FRORJLFDO�6XVWDLQDEOH�7RXUV�3URMHFW� �5(67���(FRWRXULVP�$FWLYLWLHV�&R�RUGLQDWLRQ� �&RPPXQLW\�EDVHG� 3URMHFWV�� �(7$&�� DQG� '$3$� 7RXUV� DQG� 3URMHFW� IRU�5HFRYHU\�RI�/LIH�DQG�&XOWXUH��3/&����� 3ULYDWH�2SHUDWRUV��0DQ\�SULYDWH�DJHQFLHV�GHDOLQJ�ZLWK�WRXULVP�VHUYLFHV�DQG�PDUNHWLQJ�KDYH�LQFOXGHG�FRPPXQLWLHV� LQWR� WKHLU�VHUYLFHV��%RWK� LQGLYLGXDOV�DQG�FRPSDQLHV�KDYH�VXSSRUWHG�DQG�SURPRWHG�FRPPXQLWLHV� �L�H�� WKHLU� FXOWXUH�� FXVWRPV��ZD\V�RI� OLIH�� QDWXUDO� DUHDV� HWF�� DV�GHVWLQDWLRQV� 0DQ\� ORFDO� VHUYLFHV� KDYH� EHHQ� HVWDEOLVKHG� LQ� FRQMXQFWLRQ� ZLWK� SULYDWH�RSHUDWRUV��3ULYDWH�RSHUDWRUV�SOD\�D�YLWDO�UROH�LQ�PDUNHWLQJ��EHFDXVH�DOO�RWKHU�DFWRUV�KDYH�OLWWOH�H[SHULHQFH�RI�WKLV�DQG�KDYH�QR�OLQNV�WR�WKH�PDUNHW��+RZHYHU��PRVW�RSHUDWRUV�DUH�FRQFHUQHG�ZLWK� WKH� HFRQRPLF� EHQHILWV� DULVLQJ� IURP� WKHLU� DFWLYLWLHV� UDWKHU� WKDQ� WKH� DGYHUVH� LPSDFWV�DVVRFLDWHG� ZLWK� WRXULVP�� 7KXV�� D� UDWKHU� VPDOO� QXPEHU� RI� RSHUDWRUV� DUH� LQYROYHG� LQ� &%7�GHYHORSPHQW�� 6RPH� SULYDWH� VHFWRU� ILUPV� WKDW� KDYH� EHHQ� ZRUNLQJ� LQ� WKH� DUHD� RI� (7� DQG�&%(7� KDYH� VHW� XS� DVVRFLDWLRQV� VXFK� DV� WKH� 7KDLODQG� (FRWRXULVP� DQG� $GYHQWXUH� 7UDYHO�$VVRFLDWLRQ� �7($7$�� DW� WKH� QDWLRQDO� OHYHO�� RU� WKH� 8PSKDQJ� 7RXULVP� 3URPRWLRQ� DQG�&RQVHUYDWLRQ�&OXE��873&��DW�ORFDO�OHYHO��7KH�QXPEHU�RI�SULYDWH�RSHUDWRUV�LQWHUHVWHG�LQ�DQG�LQYROYHG�LQ�HFRWRXULVP�DUH�DOVR�LQFUHDVLQJ��6RPH�1*2V�VXFK�DV�5(67��'$3$�7RXUV��3'$�7RXUV��DQG�-RNRU�(FR�WUHN�LQ�0DH�+RQJ�6RQ�HWF��DFW�DV�RSHUDWRUV�WRR��� 7DPERQ� $GPLQLVWUDWLYH� 2UJDQLVDWLRQ� �7$2��� 7$2� LV� WKH� VPDOOHVW� IRUP� RI� ORFDO�JRYHUQPHQW�� ZKRVH� PHPEHUV� DUH� HOHFWHG� ± RQH� IURP� HDFK� YLOODJH� ZLWKLQ� D� VXE�GLVWULFW��7DPERQ�� WR� IRUP� D�7$2�FRXQFLO� DQG� VRPH�RI� WKHP�DUH� VHOHFWHG� WR� IRUP� D�PDQDJHPHQW�



���

WHDP��$�SUHVLGHQW� RI�7$2�KDV�JUHDW� UHVSRQVLELOLW\� DQG�SRZHU� WR�PDQDJH�7$2�DFWLYLWLHV��7KH� 7$2� SHUIRUPV� GXWLHV� LQ� DFFRUGDQFH� ZLWK� WKH� UHOHYDQW� ODZV� DQG� UHJXODWLRQ�� DQG� LV�UHVSRQVLEOH�IRU�WKH�GHYHORSPHQW�DQG�FRQVHUYDWLRQ�RI�QDWXUDO�UHVRXUFHV�DQG�WKH�HQYLURQPHQW�LQ�WKHLU�ORFDO�FRPPXQLW\��7KH�7$2�FDQ�FROOHFW�VRPH�WD[HV�DQG�HDUQ�EXGJHW�WUDQVIHUUHG�IURP�WKH�JRYHUQPHQW�WR�FDUU\�RXW�WKHLU�GXWLHV�DQG�LPSOHPHQW�SURMHFWV��7KLV��LQ�WKHRU\��LV�SDUW�RI�WKH� SURFHVV� RI� GHFHQWUDOLVDWLRQ� ZKHUHE\� ORFDO� SHRSOH� FDQ� GHFLGH� RQ� DQG� FRQWURO�GHYHORSPHQW��7$2�SOD\V�D�FUXFLDO�UROH�LQ�WRXULVP�GHYHORSPHQW�DQG�LQ�WKH�FRQVHUYDWLRQ�RI�QDWXUDO� UHVRXUFHV� DQG� WKH� HQYLURQPHQW��0DQ\� 7$2V� WDNH� DFWLRQ� RQ�&%7��ZKHUHDV� VRPH�FRQWULEXWH�D�VKDUH�RI�EXGJHW�DQG�RU�VXSSRUW�IDFLOLWLHV�LPSURYHPHQW��+RZHYHU��PDQ\�RI�WKHP�DUH�QRW�PXFK�FRQFHUQHG�ZLWK� WRXULVP�RU�HQYLURQPHQWDO�PDQDJHPHQW��6LQFH� WKH�7$2�LV�D�ORFDO�SROLWLFDO RUJDQLVDWLRQ��WKH�PDQDJHPHQW�WHDP�JHQHUDOO\�LV�HOHFWHG�IRU�D�IL[HG�WHUP�RQO\�DQG�WKHQ�D�QHZ�PDQDJHPHQW�WHDP�LV�HOHFWHG�LQ�SODFH�RI�WKHP��7KH�UROH�RI�WKH�7$2�LQ�&%7�PD\� EH� G\QDPLF� DQG� PD\� IOXFWXDWH� GHSHQGLQJ� RQ� WKH� LQWHUHVWV� RI� WKH� 7$2� PHPEHUV��SDUWLFXODUO\�WKH�SUHVLGHQW��� /RFDO�FRPPXQLW\�7KH�ORFDO�FRPPXQLW\�FDQ�HVWDEOLVK�DQ�RUJDQLVDWLRQ�WR�WDNH�FDUH�RI�&%7�RU�(7��DQG�WKH�PHPEHUV�FDQ�EH�WKH�PDLQ�DFWRU�RI�WKH�GHYHORSPHQW��$OWKRXJK�VRPH�SURMHFWV�DUH�QRW�LQLWLDWHG�E\�WKHP��PDQ\�FRPPXQLWLHV�VKRZ�HYLGHQFH�RI�SURJUHVV�LQ�&%7�PDQDJHPHQW�ZLWK� VRPH� VXSSRUW� IURP�RXWVLGHUV��2YHU� D� WKRXVDQG� FRPPXQLWLHV� KDYH� EHHQ�SURPRWHG�DV�FRPPXQLW\� WRXULVP� GHVWLQDWLRQV� LQ� 7KDLODQG���� 6RPH� RI� WKHP�ZHUH� DOUHDG\�ZHOO� NQRZQ��ZKLOH�RWKHUV�GHFLGHG�WR�JHW�LQYROYHG�ZLWK�WRXULVP�EHFDXVH�WKH\�UHDOLVHG�WKH�SRWHQWLDO�RI�WKHLU�UHVRXUFHV�� 6RPH� RI� WKHVH� FRPPXQLWLHV� VHW� XS� VSHFLILF� ORFDO� RUJDQLVDWLRQV� IRU� PDQDJLQJ�&%7�� ZKHUHDV� VRPH� XVHG� H[LVWLQJ� ORFDO� RUJDQLVDWLRQV� VXFK� DV� WKH� +RXVHZLYHV� *URXS��&RQVHUYDWLRQ�*URXS� DQG� WKH�<RXWK�&OXE��1RQHWKHOHVV�� LQ� VRPH FRPPXQLWLHV� LQGLYLGXDOV�KDYH�DOVR�VWDUWHG�HFRWRXULVP�SURMHFWV�ZLWK�WKH�DLP�RI�VKRZLQJ�WKH�EHQHILWV�RI�HFRWRXULVP�WR�WKH�UHVW�RI�WKH�ORFDO�SHRSOH�DQG�KRSLQJ�WKDW�WKH\�WRR�ZLOO�EHFRPH�LQYROYHG�LQ�VRPH�FDSDFLW\��
,Q�PDQ\� FDVHV�� WKH� DFWLYLWLHV� DUH� FDUULHG� RXW RQ� D� FRRSHUDWLYH� EDVLV� LQYROYLQJ�PRUH� WKDQ� RQH�JURXS��7KH�UROH�RI�FRPPXQLW\�RUJDQLVDWLRQV�GHSHQGV�RQ�WKH�VWUHQJWK�DQG�XQLW\�RI�WKH�PHPEHUV��WKXV��WKH�PDLQ�DFWRUV�DUH�QRW�XVXDOO\�ORFDOV��,Q�VRPH�FDVHV�UHVSRQVLELOLWLHV�DUH�WUDQVIHUUHG�IURP�RQH� JURXS� WR� DQRWKHU�� GHSHQGLQJ� RQ� WKH� LVVXHV�� WKH� WLPLQJ� DQG� WKH� EXGJHW�� 7KHUH� DUH� PDQ\�H[DPSOHV�RI� WKLV�NLQG�RI�FRRSHUDWLRQ�VXFK�DV� WKH�WUDQVIHUULQJ�RI�7$7�WR�873&�LQ�WKH�FDVH�RI�8PSKDQJ�� WKH� 5HJLRQDO� $UP\� �� WR� 1D� 3KR�.ODQJ� 7$2� LQ� FDVH� RI� 3D�'RQJ�1DWKDP� RU� WKH�FRRSHUDWLRQ�RI�.RPRO�.KLPWKRQJ�)RXQGDWLRQ�DQG�796�5(67�LQ�FDVH�RI�.KLULZRQJ�HWF�� �VHH�PRUH�LQ�WKH�FDVH�VWXGLHV�LQ�&KDSWHU������
�� 7KLV�LV�QRW�LQFOXGHG�WKH�SURPRWLRQ�RI�µ2QH�7DPERQ�2QH�3URGXFW¶��2723��WKDW�VRPH�FRPPXQLWLHV�KDV�FODLPHG�LW�DV�D�WRXULVP�SURGXFW��7KH�SURPRWLRQ�ZDV�LQLWLDWHGDIWHU�WKH�VWDUWLQJ�RI�WKLV�VWXG\��



���

$OWKRXJK� WKH� EDVLF� FRQFHSW� RI� &%7� LV� DFFHSWHG� DPRQJ� DOO� DFWRUV� RU� VWDNHKROGHUV�� WKHUH� LV�VRPHWLPHV�VRPH�WHQVLRQ�DPRQJ�WKHP�EHFDXVH�RI�FRQIOLFWLQJ�GHYHORSPHQW�FRQFHSWV��REMHFWLYHV�DQG�DJHQGDV��DQG�WKH�XWLOLVDWLRQ�RI�UHVRXUFHV��7R�UHVROYH�WKLV�WHQVLRQ�RU�FRQIOLFW�DPRQJ�DFWRUV�RU�VWDNHKROGHUV�LV�WKH�FHQWUDO�FRQFHUQ�RI�HIIRUWV�WR�LPSOHPHQW�&%7�DQG�(7��2QH�SRVVLELOLW\�LV�WR�FUHDWH� FRRSHUDWLRQ� VR� WKDW�RSSRUWXQLWLHV� DUH� VKDUHG��SHRSOH� LQ�JHQHUDO�DUH�HPSRZHUHG��DQG�DV�PDQ\�SHRSOH�DV�SRVVLEOH�H[HUFLVH�WKHLU�ULJKW�WR�PDNH�GHFLVLRQV�RQ�PDWWHUV�WKDW�DIIHFW�WKH�ORFDO�FRPPXQLW\��7KLV�ZLOO�EH�GLVFXVVHG�IXUWKHU�LQ�&KDSWHU���
7KH� OHYHO� DQG� W\SH� RI� SDUWLFLSDWLRQ� RI� ORFDO� FRPPXQLWLHV� DQG� WKHLU� FRRSHUDWLRQ� ZLWK� RWKHU�WRXULVP�DFWRUV�GLIIHUV�IURP�FDVH�WR�FDVH�DQG�VRPHWLPHV�IURP�LVVXH�WR�LVVXH��7DEOH���� SUHVHQWV�D�VXPPDU\� DQG� D� V\QWKHVLV� RI� WKH� SRVVLELOLWLHV� IRU� ORFDO� FRPPXQLWLHV� WR� FRQWULEXWH� WR� VHYHUDO�VHFWRUV�RI HFRWRXULVP�PDQDJHPHQW��7KLV�ZDV�GUDZQ�XS�RQ�WKH�EDVLV�RI�WKH�SRVWDO�TXHVWLRQQDLUH�VXUYH\V� DQG� GLVFXVVLRQV� ZLWK� PDQ\� DFWRUV�� $� VPDOO� QXPEHU� RI� LWHPV� PD\� EH� VHHQ� DV� QRW�UHSUHVHQWDWLYH�RI�WKH�FRPPXQLWLHV��EXW�DUH�QHYHUWKHOHVV�PHDQLQJIXO�IRU�WKH�VWXG\��
)URP�WKH�VXUYH\��PDQ\�FRPPXQLWLHV�DUH�LQYROYHG�LQ�HFRWRXULVP�PDQDJHPHQW�DW�VHYHUDO�OHYHOV�DQG� LQ� GLIIHUHQW� VHFWRUV�� *HQHUDOO\��PRVW� RI� WKHP� KDYH� JRRG� RSSRUWXQLWLHV� WR� EH� LQYROYHG� LQ�WRXULVP� PDQDJHPHQW� LQ� WKH� FRPPXQLW\�� $OWKRXJK� IHZ� FRPPXQLWLHV KDG� RSSRUWXQLWLHV WR� EH�LQYROYHG� LQ� PDQDJLQJ� QDWXUDO� UHVRXUFHV� DQG� WKH� HQYLURQPHQW�� PDQ\� RI� WKHP� IHOW� WKH\� KDG� D�UHVSRQVLELOLW\� WR�PDQDJH�DQG�FRQWURO� WRXULVP�UHVRXUFHV��SDUWLFXODUO\�FXOWXUDO�DQG� ORFDO�QDWXUDO�DWWUDFWLRQV��7KH�PDLQ� W\SH�RI� ORFDO�RUJDQLVDWLRQV� LQYROYHG�YDU\� DFFRUGLQJ� WR�VRFLDO��HFRQRPLF�DQG�HQYLURQPHQWDO�LVVXHV��EXW�PRVW�RI�WKHP�SOD\�D�UROH�LQ�HQYLURQPHQWDO�PDQDJHPHQW��VXFK�DV�WDNLQJ�FDUH�RI�ODQGV��UHVRXUFHV��IRUHVW�� WUDGLWLRQDO�FXOWXUH�DQG�ZDVWH�PDQDJHPHQW��)LJXUH�����LOOXVWUDWHV� WKH� W\SH� RI� ORFDO� RUJDQLVDWLRQ� LQ� WKH� VXUYH\HG� FRPPXQLWLHV� DQG� WKHLU� UROH� LQ�HQYLURQPHQWDO�PDQDJHPHQW�
6HUYLFHV� SURYLVLRQ� DQG� PDUNHWLQJ� DUH� UDWKHU� QHZ� DFWLYLWLHV� IRU� PDQ\� UXUDO� FRPPXQLWLHV��+RZHYHU�� LQ�WKH�SURFHVV�RI�&%7�GHYHORSPHQW��ORFDO�SHRSOH�RIWHQ�KDYH�RSSRUWXQLWLHV�WR�SOD\�D�UROH�LQ�WKH�FROOHFWLYH�PDQDJHPHQW�RI�ORFDO�WRXULVP�VHUYLFHV��1HYHUWKHOHVV��ORFDO�LQGLYLGXDOV�DQG�RXWVLGHUV�PD\� WDNH�RQ� WKLV� WDVN�RQ�D� FRRSHUDWLYH�RU� FRPSHWLWLYH�EDVLV��0DUNHWLQJ� LV� WKH�PRVW�GLIILFXOW� DFWLYLW\� IRU� ORFDOV� WR� JHW� LQYROYHG� LQ��7KH\�KDYH� OHDVW�RSSRUWXQLW\� LQ� WKLV� VHFWRU�� EXW�LQYROYHPHQW�LV�SRVVLEOH�LI�WKH\�GHYHORS�WKHLU�DELOLW\�DQG�QHWZRUN�ZLWK�RXWVLGHUV�ZLOOLQJ�WR�SOD\�D�SDUW�LQ�VWUHQJWKHQLQJ�WKH�FRPPXQLW\�



���

7DEOH������7KH�SRVVLELOLW\�RI�ORFDO�FRPPXQLWLHV�WR�FRQWULEXWH�LQ�WKH�HFRWRXULVP�PDQDJHPHQW�E\�VHFWRUV�
*HQHUDO�0DQDJHPHQW 1DWXUDO�DQG�&XOWXUDO�5HVRXUFHV�0DQDJHPHQW (QYLURQPHQW�0DQDJHPHQW 7RXULVP�6HUYLFHV��0DQDJHPHQW� 0DUNHWLQJUDWLR UDWLR UDWLR UDWLR UDWLRORFDO ORFDO ORFDO ORFDO ORFDO������ ������ ������ ������ ������

RYHUODSSLQJ
RYHUODSSLQJ RYHUODSSLQJ� RYHUODSSLQJRYHUODSSLQJ������ ������ ������ ������ ������RXWVLGHUV RXWVLGHUV� RXWVLGHUV RXWVLGHUV RXWVLGHUV5HVSRQGHQWV �� 5HVSRQGHQWV � 5HVSRQGHQWV � 5HVSRQGHQWV � 5HVSRQGHQWV �
:KHQ�ORRNLQJ�DW�WKH�IHDWXUHV�RI�ORFDO�SDUWLFLSDWLRQ�LQFOXGLQJ�ORFDO�RUJDQLVDWLRQ��JHQHUDOO\�WKH�ORFDOV�DUH�DEOH�WR�PDQDJH�XS�WR������GHSHQGLQJ�RQ�WKHLU�RSSRUWXQLWLHV�DQG�FDSDELOLWLHV��
7KH\�VWLOO�QHHG�VRPH�VXSSRUW�IURPRXWVLGHUV��HVSHFLDOO\�JRYHUQPHQW�DJHQFLHV��ZKLFK�SURYLGH�IDFLOLWLHV��XWLOLWLHV�DQG�EXGJHW�IRU�GHYHORSPHQW��GLUHFWO\�RU�YLD�ORFDO�DGPLQLVWUDWLRQ�DXWKRULWLHV�
,W�LV�GLIILFXOW�WR�LPDJLQH�WKDW�ORFDO�FRPPXQLWLHV�FRXOG�WRWDOO\�FRQWURO�WKH�GHYHORSPHQW��EXW�WKH\�FDQ�DW�FRQWURO�D�ODUJH�SDUW�RI�LW�

/RFDO�FRPPXQLWLHV�FDQ�SOD\�D�PDMRU�UROH���IURP����WR�������LQ�UHVRXUFHV�PDQDJHPHQW�GHSHQGLQJ�RQ�WKH�UHVRXUFH�W\SH�DQG�WKHLU�RIILFLDOO\�UHFRJQLVHG�ULJKW�WR�GR�VR�
,Q�VRPH�FDVHV�ORFDO�FRPPXQLWLHV�KDYH�WR�OHW�RXWVLGHUV�PDQDJH�WKH�UHVRXUFHV��HVSHFLDOO\�ZKHQ�WKH\�DUH�XQGHU�WKH�FRQWURO�E\�ODZ�RI�RWKHU�DJHQFLHV�RU�QHHG�PRUH�DGYDQFH�NQRZOHGJH��6RPH�FRPPXQLWLHV�WU\�WR�HVWDEOLVK�WKH�FRPPXQLW\�IRUHVW�LQ�RUGHU�WR�SOD\�D�PDMRU��UROH�LQ�PDQDJHPHQW�
7KH�RSSRUWXQLW\�WR�SOD\�D�PDMRU�UROH�PD\�EH�FRQILQHG�RQO\�WR�WKRVH�FRPPXQLWLHV�WKDW�KDYH�RUJDQLVHG�FROOHFWLYH�UHVRXUFHV�PDQDJHPHQW�IRU�D�ORQJ�WLPH��SDUWLFXODUO\�FXOWXUDO�UHVRXUFHV��RU�KDYH�JRRG�UHODWLRQVKLSV�ZLWK�RXWVLGHUV�

/RFDO�FRPPXQLWLHV�FDQ�FDUU\�RXW�PRVW�WDVNV��HVSHFLDOO\�LQ�WHUPV�RI�HQYLURQPHQWDO�PDQDJHPHQW��SDUWLFXODUO\�HQYLURQPHQWDO�HGXFDWLRQ�DQG�ZDVWH�PDQDJHPHQW�

%XW�ZKHQ�WKHUH�LV�D�QHHG�IRU�KLJKHU�WHFKQRORJ\�WR�VXSSRUW�WKH�PDQDJHPHQW��RXWVLGHUV�DQG�WKH�VWDWH�PD\�KDYH�WR�JHW�LQYROYHG��

+RZHYHU��WKLV�RSSRUWXQLW\�PD\�EH�OLPLWHG�WR�FDVHV�ZKHUH�HQYLURQPHQWDO�PDQDJHPHQW�LV�FRQFHUQHG�ZLWK�SURWHFWHG�DUHDV�WKDW�DUH�XQGHU�WKH�FRQWURO�RI�JRYHUQPHQW�DJHQFLHV�

$�ORFDO�FRPPXQLW\��DV�D�FROOHFWLYH��FDQ�SURYLGH�XS�WR������RI�VHUYLFHV�IRU�WRXULVWV��+RZHYHU��XS�XQWLO�QRZ��IHZ�FRPPXQLWLHV�GR�VR�

6RPH�ORFDO�LQGLYLGXDOV�DQG�RWKHU�SDUWLHV�LQ�WKH�FRPPXQLW\�FDQ�VKDUH�LQ�WKLV�VHFWRU�DV�ORFDO�SULYDWH�DFWRUV��7KH\�PD\�VKDUH�XS�WR������ZKLOH�RXWVLGHUV�PD\�DOVR�WDNH�SDUW�LQ�WKH�LQYHVWPHQW�
,W�LV�SRVVLEOH�WKDW�VRPH�NLQGV�RI�WRXULVP�VHUYLFHV QHHG�D�KLJK�LQYHVWPHQW�FRVW�DQG�VNLOOHG�RSHUDWRUV��DQG�WKLV�FUHDWHV�RSSRUWXQLWLHV�IRU�RXWVLGHUV�

,W�LV�YHU\�GLIILFXOW�IRU�ORFDO�FRPPXQLWLHV�WR�SOD\�D�UROH�LQ�PDUNHWLQJ�EHFDXVH�LW�QHHGV�VSHFLDO�VNLOOV�DQG�ZLGH�QHWZRUNLQJ�WR�GHDO�ZLWK�VSHFLILF�PDUNHWV��6RPH�RI�WKHP�PD\�DOUHDG\�GR�PDUNHWLQJ�E\�SUHVHQWLQJ�WKHLU�SURMHFWV�LQ�DFDGHPLF�IRUXPV�DQG�WUDYHO�PDUNHWLQJ�H[KLELWLRQV�
+RZHYHU��LW�LV�SRVVLEOH�IRU�FRPPXQLWLHV�WR�JHW�LQYROYHG�LQ�WKLV�WDVN�LQ�WKH�ORQJ�WHUP�LI�WKH\�FDQ�GHYHORS�WKHLU�FDSDELOLWLHV�DQG�FRQQHFWLRQV�ZLWK�RXWVLGH�RUJDQLVDWLRQV��

7KLV�WDVN�FDQ�EH�OHIW�WR�RXWVLGHUV��EXW�WKH�ORFDO�FRPPXQLWLHV�PXVW�EH�VWURQJ�HQRXJK�WR�QHJRWLDWH�ZLWK�WKHP�WR�HQVXUH�DQ�DSSURSULDWH�GLUHFWLRQ�IRU�WRXULVP��DSSURSULDWH�WDUJHW�JURXS��DQG�SURILW�VKDULQJ�6RXUFH���$QDO\VHG�IURP�WKH�UHVXOWV�RI�SRVWDO�TXHVWLRQQDLUH�VXUYH\V��1RWHV���3HUFHQWDJH�����PHDQV�WKH�RSSRUWXQLW\�IRU�HDFK�SDUW\�WR�FRQWULEXWH�WR�VXFK�DFWLYLWLHV��7KLV�ZDV�EDVHG�RQ�WKH�H[SHULHQFHV�DQG�RSLQLRQV�RI�WKH�LQYROYHG�FRPPXQLWLHV��WKH�UHVSRQGHQWV�RI�WKH�VXUYH\���7KH QXPEHU�RI�UHVSRQGHQWV�LQGLFDWHV�WKH��QXPEHU�RI�WKRVH�ZKR�DUH�DOUHDG\�LQYROYHG�LQ�VXFK�DFWLYLWLHV��



���

6RXUFH��3RVWDO�TXHVWLRQQDLUH�VXUYH\V�
)LJXUH�������7\SH�RI�FRPPXQLW\�RUJDQLVDWLRQV�DQG�WKH�UROH�LQ�HQYLURQPHQWDO�FRQFHUQV�

�����7KDL�([SHULHQFHV�DQG�&KDOOHQJH
7KH�WHUPV�µWRXULVP¶�DQG�µFRPPXQLW\�SDUWLFLSDWLRQ¶�DUH�QRW�QHZ�LQ�WKH�GHYHORSPHQW�SURFHVV�LQ�7KDLODQG�� EXW� µFRPPXQLW\� SDUWLFLSDWLRQ� LQ� WRXULVP¶� LV�� 7KH� FRPPXQLW\� SDUWLFLSDWLRQ� FRQFHSW�ZDV� SURSRVHG� IRU� DJULFXOWXUH� DQG� FRPPXQLW\� GHYHORSPHQW� E\� 1*2V� DQG� LQWHUQDWLRQDO�GHYHORSPHQW�DJHQFLHV�LQ�WKH�����V�����V��XQGHU�WKH�DSSURDFK�RI�µLQWHJUDWHG�UXUDO�GHYHORSPHQW¶�DQG� WKHQ� µSDUWLFLSDWRU\� DOWHUQDWLYH� GHYHORSPHQW¶� �3RUQWKHS� ,DPSUDSDL �� HW� DO� ������� DQG�RIILFLDOO\� DFFHSWHG� LQ� WKH� 6L[WK� 1(6'3�� ���������� DQG� VWURQJO\� HPSKDVLVHG� LQ� WKH� (LJKWK�1(6'3�������������
1HYHUWKHOHVV��DOWKRXJK�WKH�FRQFHSW�RI�FRPPXQLW\�SDUWLFLSDWLRQ�LQ�WRXULVP�GHYHORSPHQW�PD\�EH�HDV\�WR�XQGHUVWDQG��LW�LV�GLIILFXOW�WR�LPSOHPHQW��7KLV�LV�EHFDXVH�WRXULVP�KDV�EHHQ�GRPLQDWHG�E\�WKH�JRYHUQPHQW�DQG�WKH�SULYDWH�VHFWRU�VLQFH�WKH�EHJLQQLQJ��ZKLOH�PRVW�UHVRXUFHV�DUH�XQGHU�WKH�FRQWURO� RI� FHQWUDO� DQG� SURYLQFLDO� DJHQFLHV�� 7KHUH� DUH� VRPH� OLPLWDWLRQV� WRR� LQ� LPSOHPHQWLQJ�SDUWLFLSDWRU\� DFWLRQ� HIIHFWLYHO\� LQ� 7KDL� VRFLHW\�� QDPHO\� WKH� H[LVWHQFH� RI� GHHSO\� HQWUHQFKHG�SDWURQ�FOLHQWDJH��UDERE�XESDWKDP���ZKHUHE\�SHRSOH�RIWHQ�UHO\�RQ�RIILFHUV�DQG�SRZHUIXO�SHRSOH��DQG�WKH�XQGHU�HGXFDWLRQ�RI�WKH�PDMRULW\�RI�UXUDO�SHRSOH��$�ORZ�OHYHO�RI�IRUPDO�HGXFDWLRQ�GRHV�QRW�PHDQ�D�WRWDO�ODFN�RI�NQRZOHGJH�RI�FRXUVH��EXW�LW�LV�WKH�PDLQ�UHD VRQ�IRU�WKH�ODFN�RI�FRQILGHQFH�

�����
�����

�����

�����

����� �����

�����
���
����
����
����
����
����

(QYLURQ
PHQWDO�R

UJ�
7RXULVP

�RUJ�

(FRQRP
LF��$JUL

FXOWXUH�
�RUJ�

(FRQRP
LF��)LQD

QFLDO��RU
J�

(FRQRP
LF��6XEV

LVWHQFH�
�RUJ� 6RFLDO�R

UJ�
1R�DQVZ

HU

7\SH�RI�2UJDQLVDWLRQV

1XPE
HU�RI�

2UDQ
LVDWLR

QV

���
����
����
����
����
����

1XPE
HU�RI�

6HUYL
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HV� 1XPEHU�RI�FRPPXQLWLHV�KDYLQJVSHFLILF�W\SH�RI�RUJDQLVDWLRQV�%$5�*5$3+�2UJDQLVLQJ�FRPPXQLW\�IHDWXUHV>������@3UHYHQWLQJ�LPSDFW�RQ�UHVRXUFHVIURP�RXWVLGHUV�>������@&RQVHUYLQJ�DQG�GHYHORSLQJKHUEDO�JDUGHQV�>������@3UHVHUYLQJ�DQG�UHKDELOLWDWLQJWUDGLWLRQDO�FXOWXUHV�>������@7DNLQJ�FDUH�RI�IRUHVW�>������@
7DNLQJ�FDUH�RI�SXEOLF�ODQGV�DQGUHVRXUFHV�>������@:DVWH�PDQDJHPHQW�>������@
2WKHUV�>�����@
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DPRQJ�ORFDO�SHRSOH�DQG�JRYHUQPHQW�RIILFHUV�WR�VXSSRUW�WKH�LQYROYHPHQW�RI�RUGLQDU\�FLWL]HQV�LQ�7KDL�VRFLHW\��
$OWKRXJK�7L&�KDV�EHHQ�GHYHORSHG�LQ�PDQ\�DUHDV�WKURXJKRXW�WKH�FRXQWU\�VLQFH�7KDLODQG�VWDUWHG�WR�SURPRWH�WRXULVP�DV�D�PDLQ�WRRO�IRU�WKH�FRXQWU\¶V�HFRQRPLF�GHYHORSPHQW��PRVW�7L&�SURMHFWV�DUH�QRW�XQGHU� WKH�HIIHFWLYH�FRQWURO�RI� WKH�FRPPXQLW\�DQG� WKHUH� LV�VWLOO� OLWWOH�UHDO�SDUWLFLSDWLRQ��&%7�DLPV� WR� SURPRWH� WKH� SDUWLFLSDWLRQ� RI� ORFDO�SHRSOH� LQ� WRXULVP�GHYHORSPHQW�� DV�GLVFXVVH G�HDUOLHU��EXW�LW�PD\�IDFH�VHULRXV�FXOWXUDO�DQG�SROLWLFDO�REVWDFOHV��,W�LV�D�FKDOOHQJH�IRU�&%7�DFWRUV�DQG� WKH�FRPPXQLW\� WR�SXUVXH� LWV�DLPV�DQG�REMHFWLYHV�JLYHQ� WKLV� VLWXDWLRQ��7KH�H[SHULHQFHV�RI�PDQ\�FRPPXQLWLHV�LQYROYHG�LQ�&%7�LQ�7KDLODQG�DUH�VXPPDULVHG�L Q�WKLV�VHFWLRQ��ZKLFK�LV�EDVHG�RQ�WKH�H[SHULHQFHV�RI�HLJKW\�IRXU�FRPPXQLWLHV�DFURVV�7KDLODQG�ZKLFK�ZHUH�UHSRUWHG�RQ�DW�WKH�5HJLRQDO�&RPPXQLW\�)RUHVWU\�7UDLQLQJ�&HQWHU��5(&2)7&��LQ�%DQJNRN��FRQGXFWHG�E\�5(67��RQ������WK -DQXDU\�������5(67��HW�DO� �������DQG DW� WKH�5HJLRQDO�&RQIHUHQFH�RQ�&RPPXQLW\�%DVHG�(FRWRXULVP�LQ�6RXWKHDVW�$VLD��FRQGXFWHG�E\�5(67��5(&2)7&�DQG�35/&�� LQ�&KLDQJ�0DL�� 7KDLODQG�� GXULQJ� ����0DUFK� ����� �5(67� DQG� %XFKDQ� ������� 7KLV� DOVR� FRQILUPHG� WKH�UHVXOWV� RI� WKH� SRVWDO� TXHVWLRQQDLUH� VXUYH\� DQG� ERWK� VHWV� RI� UHVXOWV� ZHUH� LQWHJUDWHG� LQWR� DQ�XQGHUVWDQGLQJ�RI�WKH�GHYHORSPHQW�RI�HFRWRXULVP�LQ�7KDLODQG�
�������,QLWLDO�([SHULHQFHV�RI�7KDL�&RPPXQLWLHV
7KH�UHVXOWV�RI�WKH�SRVWDO�TXHVWLRQQDLUH�VXUYH\�DQG�RWKHU�VRXUFHV�RI�LQIRUPDWLRQ�GHPRQVWUDWHG�D�ODUJH� GHJUHH� RI� KRPRJHQHLW\� LQ� &%7� GHYHORSPHQW� ZLWK� WKH� NH\� LVVXH� EHLQJ� D� SDUWLFLSDWRU\�DSSURDFK� WR� FRPPXQLW\� GHYHORSPHQW�� 6RPH�YDULHW\� DQG� QRQ �FRQIRUPLW\� H[LVWV� RI� FRXUVH� DQG�WKLV�QHHGV�WR�EH�H[SORUHG�LQ�RUGHU�WR�JDLQ�D�IXOO�XQGHUVWDQGLQJ�RI�WKLV�QHZ�IRUP�RI�HFRQR PLF�DQG�HQYLURQPHQWDO�GHYHORSPHQW� DW� WKH� FRPPXQLW\� OHYHO��7KLV� VLWXDWLRQ� DSSHDUV� WR� FRQIRUP� WR� WKH�ORFDO�H[SHULHQFHV�UHSRUWHG�RQ�DW�WKH�5(&2)7&�DQG�LQ�&KLDQJ�0DL�
$FFRUGLQJ�WR�5(67�DQG�%XFKDQ���������&%7�GHYHORSPHQW�KDV�EHHQ�LQLWLDWHG�IRU�PDQ\�UHDVRQV�DQG� KDV� EHHQ� VKDSHG� E\� ERWK� H[WHUQDO� DQG� LQWHUQDO� IDFWRUV�� 9LVLWV� E\� WRXULVWV� ZLWKRXW� DQ\�LQYROYHPHQW�RI�FRPPXQLWLHV�DQG��FRQVHTXHQWO\��QR�EHQHILWV�IRU�WKH�FRPPXQLW\�KDV��LQ�WKH�SDVW��FUHDWHG�VRPH�QHJDWLYH�LPSDFWV�WR�FRPPXQLW\�PHPEHUV��,Q�PDQ\�FDVHV��WRXULVWV� ZLWK�RXWVLGH�WRXU�JXLGHV�KDYH�YLVLWHG�WKH�FRPPXQLWLHV�ZLWKRXW�OHDUQLQJ�DQ\WKLQJ�DERXW�WKH�ZD\�RI�OLIH�DQG�FXOWXUH�RI� WKH� SHRSOH� DQG� WKLV� KDV� FDXVHG�PLVXQGHUVWDQGLQJ� DQG� VRPHWLPHV� FRQIOLFWV�ZLWK� WKH� ORFDOV��7KLV� IRUFHG� ORFDO� SHRSOH� WR� VHHN� RSSRUWXQLWLHV� WR� JHW� LQYROYHG� LQ� WRXULVP� GHYHORSPHQW��*RYHUQPHQW� HIIRUWV� WR� LPSURYH� ORFDO� HFRQRPLHV� KDYH� DOVR� OHDG� WR�PDQ\�FRPPXQLWLHV�JHWWLQJ�
�� 35/&� �3URMHFW�IRU�5HFRYHU\�RI�/LIH�DQG�&XOWXUH�



���

LQYROYHG�LQ�WRXULVP�GHYHORSPHQW��7KH�LQWHUQDO�IDFWRUV�LQFOXGH�WKH�QHHG�RI�WKH�FRPPXQLWLHV�WR�XVH�WRXULVP�DV�D�WRRO�IRU�FRQVHUYDWLRQ�RI�WKHLU�QDWXUDO�DQG�FXOWXUDO�KHULWDJH�DQG�WR�LQFUHDVH�WKH�SDUWLFLSDWLRQ�RI�FRPPXQLW\�PHPEHUV�
&%(7� KDV� EHHQ� XVHG� DV� D� WRRO� IRU� FRQVHUYDWLRQ�� IRU� TXDOLW\� RI� OLIH� GHYHORSPHQW�� LQFUHDVLQJ�NQRZOHGJH�� DZDUHQHVV� DQG� XQGHUVWDQGLQJ� RI� ORFDO� SUREOHPV�� EULQJLQJ� F RPPXQLWLHV� WRJHWKHU��RSHQLQJ� XS� RSSRUWXQLWLHV� IRU� H[FKDQJLQJ� NQRZOHGJH� ZLWK� RXWVLGHUV�� DQG� SURYLGLQJ�VXSSOHPHQWDU\�LQFRPH�IRU�LQGLYLGXDOV�DQG�IRU�FRPPXQLW\�GHYHORSPHQW�IXQGV��,ELG�� ����
0DQ\�RI�WKHVH�FRPPXQLWLHV�KDYH�LQLWLDWHG�YDULRXV�DFWLYLWLHV�IRU�WRXULV WV��VXFK�DV�IRUHVW�ZDONLQJ��UDIWLQJ�DQG�SDGGOLQJ�ERDWV��FDPSLQJ�LQ�WKH�EXVK��ELUG�DQG�RWKHU�DQLPDO�ZDWFKLQJ��ELF\FOH�ULGLQJ��MRLQLQJ� WKH� GDLO\� OLIH� DFWLYLWLHV� LQ� WKH� IDUPV�� SDGG\� ILHOGV�� KRXVHV� DQG� FRPPXQLW\� LQFOXGLQJ�UHOLJLRXV�DQG�FXOWXUDO�DFWLYLWLHV��+LVWRULF�VLWHV��ORFDO�PXVHXPV�DQG�WUDGLWLRQDO�SHUIRUPDQFHV�DUH�WKH� VRUWV� RI� FXOWXUDO� DWWUDFWLRQV� WKDW� KDYH� EHHQ� LQFOXGHG� LQ� &%(7� SURJUDPV�� +RPHVWD\�DFFRPPRGDWLRQ��LQFOXGLQJ�PHDOV�DQG�WRXUV�SURYLGHG�E\�WKH�KRVW��VHHPV�WR�EH�WKH�PDLQ�DFWLYLW\�WKDW� KDV� EHHQ� SURPRWHG� LQ� D�PDMRULW\� RI� WKH� FRPPXQLWLHV� DQG�PDQ\�YLOODJHUV� FDQ�HDUQ�GLUHFW�LQFRPH� IURP� WKLV� VHUYLFH�� 7KLV� FRQIRUPV� WR� WKH� ILQGLQJV� RI� WKH� SRVWDO� TXHVWLRQQDLUH� VXUYH\V�ZKLFK�KDYH�EHHQ�GLVFXVVHG�DOUHDG\�DQG�LOOXVWUDWHG�LQ�)LJXUH������7KLV�SUDFWLFH�VHHPV�WR�EH�ZKDW�6XQHH� ���������� FDOOHG� NDQWKRQJWKLDR� FKRHQJ� QLZHW� EDHE� SKDVRP�SKDVDQ� �LQWHJUDWHG�HFRWRXULVP��
$FFRUGLQJ�WR�WKH�:RUNVKRS��WKH�EHQHILWV�RI�&%(7�RQ�WKH�HQYLURQPHQW�DUH�VLJQLILFDQW��FUHDWLQJ�HQYLURQPHQWDO� DZDUHQHVV� DQG� VWLPXODWLQJ� WKH� ORFDO� SHRSOH� WR� JHW� LQYROYHG� LQ� HQYLURQPHQWDO�PDQDJHPHQW�� HQFRXUDJLQJ� HQYLURQPHQWDO� SODQQLQJ�� DQG� PRWLYDWLQJ� ORFDO� SHRSOH� WR� VROYH�HQYLURQPHQWDO�SUREOHPV��,Q�VRPH�FDVHV��WKH�JRYHUQPHQW�DOORZV�WKH�FRPPXQLW\�DQG�WRXULVWV�WR�EH� WKH� µH\HV�DQG�HDUV¶ IRU�SURWHFWLQJ� WKH�HQYLURQPHQW� ,Q�WHUPV�RI�WKH�FXOWXUDO�GLPHQVLRQ��WKH�FRPPXQLWLHV�WDNH�SULGH�LQ�DQG�OHDUQ�WKH�YDOXH�RI�WKHLU�WUDGLWLRQV�DQG�FXOWXUH��7KLV�FDQ�WKHQ�EH�SDVVHG� RQ� IURP� WKH� ROGHU� WR� WKH� \RXQJHU� JHQHUDWLRQ�� 7KH� VRFLDO� EHQHILWV� RI� &%(7� LQFOXGH�FRRSHUDWLQJ� ZLWK� WKH� JRYHUQPHQW DQG� SULYDWH� DJHQFLHV�� IRUPLQJ� FORVH� FRQWDFWV� ZLWK� WRXULVWV��LPSURYLQJ�WKH�TXDOLW\�RI�OLIH�DQG�LQIUDVWUXFWXUHV��DQG�VWUHQJWKHQLQJ�FRPPXQLW\�VROLGDULW\��7KH�HFRQRPLF�EHQHILWV�RI�&%(7�LQFOXGH�LQFUHDVLQJ�WKH�LQFRPHV�RI�ORFDO�SHRSOH�DQG�WKH�FRPPXQLW\�IXQG��DQG LPSURYLQJ�IRRG�VHFXULW\��:KHQ�FRPSDUHG�ZLWK�WKH�UHVXOWV�RI�WKH�SRVWDO�TXHVWLRQQDLUH�VXUYH\�� LW� VHHPV� FOHDU� WKDW�PRVW� FRPPXQLWLHV� DUH� VDWLVILHG�ZLWK� &%(7� GHYHORSPHQW� � )LJXUH��������DQG�LQFUHDVLQJ�LQFRPHV�DUH�WKRXJKW�WR�EH�WKH�PDLQ�EHQHILW�RI�&%(7��)LJXUH�������
+RZHYHU�� WKH� SRVWDO� TXHVWLRQQDLUH� VXUYH\� UHYHDOHG� WKDW� WKHUH� DUH� VRPH� QHJDWLYH� LPSDFWV� DQG�FRQVWUDLQWV� DVVRFLDWHG�ZLWK�&%(7� WKDW�QHHG� WR�EH�FRQVLGHUHG��$OPRVW�����RI� WKH� UHVSRQGHQW�



���

FRPPXQLWLHV�SRLQWHG�WR�DGYHUVH�LPSDFWV�RI�WRXULVP�RQ�WKH�FRPPXQLWLHV ��LQFOXGLQJ�DQ�LQFUHDVHG�YROXPH� RI� ZDVWH�� HQYLURQPHQWDO� GDPDJH�� FXOWXUDO� FKDQJH�� DQG� FRPPXQLW\� GHJUDGDWLRQ� HWF���)LJXUH������� 7KH�&%(7�&RQIHUHQFH�LQ�&KLDQJ�0DL�GRFXPHQWHG�DGGLWLRQDO�DGYHUVH�LPSDFWV��H�J�� VRPH� DWWUDFWLRQV� EHFDPH� GHJUDGHG� GXH� WR� WKH� ODFN� RI PDQDJHPHQW� VNLOOV� RI� WKH� ORFDO�FRPPXQLW\��QHZ�VRXUFHV�RI��VXSSOHPHQWDU\��LQFRPH�PD\�FDXVH�D�JUDGXDO�FKDQJH�LQ�WKH�FXOWXUH��WUDGLWLRQV�DQG�OLIH�VW\OH�RI�KLOO�WULEH�SHRSOH�DV�WKH\�FRPH�LQWR�FRQWDFW�ZLWK�WRXULVWV�DQG�EHFRPH�LQYROYHG� LQ� WRXULVP�GHYHORSPHQW�� FRQIOLFW� DPRQJ�SHRSOH� DV� D� UHVXOW� RI�GLIIHUHQW�PDQDJHPHQW�VW\OHV�DQG�LQWHUHVWV��DQG�WKH�QXPEHU�RI�WRXULVWV�ZDV�VWLOO�ORZHU�WKDQ�H[SHFWHG��ZKLFK�PD\�ZDVWH�WLPH��IRU�ZDLWLQJ��DQG�FDXVH�GLVDSSRLQWPHQW�IRU�VRPH�FRPPXQLW\�PHPEHUV�
7KH�UHFRPPHQGDWLRQV�IURP�WKH�:RUNVKRS�ZHUH�WKDW�FRPPXQLW\�RUJDQLVDWLRQV�VKRXOG�GHYHORS�WRXULVP� PDQDJHPHQW� VNLOOV� DQG� LPSURYH� WKH� DELOLW\� WR� FRRUGLQDWH� WKHLU� DFWLYLWLHV� ZLWK� RWKHU�DJHQFLHV�� ORFDO� UHVHDUFK� RQ� WKH� HIIHFWV� RI� WRXULVP� VKRXOG� EH� FRQGXFWHG� E\� WKH� FRPPXQLW\�LQYROYHG�� ORFDO� NQRZOHGJH� VKRXOG� EH� FRPELQHG� ZLWK� WKH� FXUULFXOXP� LQ� WKH� ORFDO� HGXFDWLRQ�LQVWLWXWLRQV��DQG�&%(7�QHWZRUNLQJ�DPRQJ�UXUDO�FRPPXQLWLHV�VKRXOG�EH�HVWDEOLVKHG�DQG�OLQNHG�ZLWK� WKH� RXWVLGHUV�� 7KH� JRYHUQPHQW� ZDV� XUJHG� WR� DFFHSW� WKH� ULJKW� RI� ORFDO� FRPPXQLWLHV� WR�PDQDJH�QDWXUDO� UHVRXUFHV�DQG� WRXULVP�� WR�GHYHORS� WRXULVP�PDVWHU�SODQV�� WR�ZHOFRPH�WKH�ORFDO�UHSUHVHQWDWLYH� DW� DOO� OHYHOV� RI� WKH� GHYHORSPHQW� SURFHVV�� *RYHUQPHQW� DJHQFLHV�ZHUH� XUJHG� WR�VXSSRUW�ORFDO�WRXULVP�GHYHORSPHQW�SURJUDPV�E\�SURYLGLQJ�IXQGLQJ�WR�ORFDO�FRPPXQLW LHV�
$OWKRXJK�WKHUH�DUH�VRPH�SRVLWLYH�VLJQV�RI�&%7�RU�&%(7�GHYHORSPHQW�DW�WKH�FRPPXQLW\�OHYHO��VRPH�FRPPXQLWLHV�VWLOO�IDFH�GLIILFXOWLHV�DV�D�UHVXOW�RI�XQHTXDO�SROLWLFDO�DQG�SRZHU�UHODWLRQVKLSV�ZLWK�JRYHUQPHQW�VHFWRUV��7KH� LVVXHV�RI� ODQG�ULJKWV�DQG� WKH�FLWL ]HQVKLS�RI�KLOO� WULEH�SHRSOH�DUH�DPRQJ�WKH�PRVW�FRQWURYHUVLDO�LVVXHV��2WKHU�LVVXHV�DUH�XQFRQWUROOHG�WRXULVP�SURPRWLRQ�LQ�UHPRWH�DUHDV�� FRPPXQLW\� ULJKWV� DQG� UHVSRQVLELOLWLHV� UHJDUGLQJ� UHVRXUFHV� PDQDJHPHQW�� DQG� LOOHJDO�DFWLYLWLHV�WKDW�KDYH�IROORZHG�HFRWRXULVP�VXFK�DV�GUXJV�DQG�SURVWLWXWLRQ��
�������7KH�&KDOOHQJHV�RI�&%7�'HYHORSPHQW
7KH�H[SHULHQFH�RI�PDQ\�FRPPXQLWLHV�LQ�&%7�GHYHORSPHQW�VKRZV�WKDW�YDULRXV�FRQVWUDLQWV�DQG�SUREOHPV�QHHG�WR�EH�WDFNOHG��7KHVH�LQFOXGH�ERWK�LQWHUQDO�DQG�H[WHUQDO�IDFWRUV��([WHUQDO�IDF WRUV�PRVWO\�FRQFHUQ�WKH�UHODWLRQVKLS�ZLWK�RWKHU�VWDNHKROGHUV�DQG�UHODWHG�DJHQFLHV��SDUWLFXODUO\�WKRVH�GHDOLQJ� ZLWK� WKH� UHVRXUFHV� DQG� WKH� PDUNHW�� 7KH� LQWHUQDO� IDFWRUV� DUH� FRQFHUQHG� ZLWK� WKH�PDQDJHPHQW�DQG�WKH�UHODWLRQVKLS�DPRQJ�PHPEHUV�ZLWKLQ�WKH�FRPPXQLW\�
6RPH�FULWLFDO�SUREOHPV�DQG�FKDOOHQJHV�IDFLQJ�&%7�GHYHORSPHQW�DUH�
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6RXUFH��3RVWDO�TXHVWLRQQDLUH�VXUYH\V
)LJXUH�������2SLQLRQV�RQ�VDWLVIDFWLRQ�ZLWK�WRXULVP�LQ�WKH�FRPPXQLW\�

6RXUFH��3RVWDO�TXHVWLRQQDLUH�VXUYH\V
)LJXUH�������2SLQLRQV�RQ�WKH�DGYDQWDJHV�RI WRXULVP�LQ�WKH�FRPPXQLW\�
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ZDVWH

HQYLURQPHQWDO�GDPDJH
DWWUDFWLRQ�GHJUDGDWLRQ

FRPPXQLW\�GHJUDGDWLRQ
FXOWXUDO�FKDQJH

SRVWLWXWLRQ
GUXJ�	�QDFKORWLF

,PSDFW
QR�LPSDFW

QR�PHQWLRQ

7\SH�
RI�,P

SDFW��
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��5DWL
RQ�RI�

,PSD
FW

3HUFHQWDJH
6RXUFH��3RVWDO�TXHVWLRQQDLUH�VXUYH\V1RWH��6RPH�UHVSRQGHQWV�ZLWQHVVHG�WKH�LPSDFWV�

)LJXUH�������2SLQLRQV�RQ�WKH�LPSDFWV�RI�WRXULVP�RQ�WKH�FRPPXQLWLHV

PHHW�S HRS OH� ����
FRQVHUYD WLR Q� ����
FXOWXUD O�H[FKDQJH� ���� NQRZ OHGJH� ���� ODQJXDJH �DFTXLVLWLRQ� ����

DWWUDF WLRQ�G HYHORSPHQW� ����
QR �DQ VZ HU�� ����

LQFRPH�� ����

FDQ�PHHW�PRUH�SHRSOH��H[WHQG�NQRZOHGJH������

JHW�PRUH�LQFRPH������FUHDWHV�XQLW\�LQ�WKH�FRPPXQLW\�����
HQDEOHV�FRPPXQLW\�WR�EH�VHOI�UHOLDQW�����

FRQVHUYH�FXOWXUH������
FRQVHUYH�QDWXUH������

QRW�VDWLVILHG�����
QR�PHQWLRQ��DQVZHU������
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�� $FFHVV�WR�WRXULVP�UHVRXUFHV���0RVW�IRUPHU�FRPPRQ�SURSHUW\�UHVRXUFHV�LQ�7KDL�VRFLHW\�KDYH�EHHQ� H[SURSULDWHG� E\� WKH� VWDWH�� 7KH� PRGHUQLVDWLRQ� RI� 7KDL� VRFLHW\� DQG� WKH� LQIOXHQFH� RI�:HVWHUQ�FRORQLVDWLRQ�KDYH�FUHDWHG�D� VWURQJ�QDWLRQ�VWDWH� WKDW�KDV�UHGXFHG� WKH�VWUHQJWK�DQG�SRZHU�RI�WKH�FLWL]HQV��HVSHFLDOO\�LQ�WKH ILHOG�RI�UHVRXUFHV�PDQDJHPHQW��7KLV�KDV�FUHDWHG�D�ZHDN� 7KDL� VRFLHW\� LQ� ZKLFK� LWV� FLWL]HQV� ZDQW� WKH� VWDWH� WR� VROYH� DOO� SUREOHPV� �1LGKL�$HXVULYRQJVH��������1DWXUDO��SK\VLFDO��KLVWRULFDO�DQG�HYHQ�FXOWXUDO�UHVRXUFHV�KDYH�EHFRPH�VWDWH�SURSHUW\�DQG�DUH�DOPRVW�HQWLUHO\�FRQWUROOHG�DQG�PDQDJHG�E\�JRYHUQPHQW�DJHQFLHV��2Q�WKH� RQH� KDQG� WKLV� KDV� PDGH� LW� GLIILFXOW� IRU� &%7� RU� &%(7� WR� GHYHORS� HIIHFWLYHO\�� DV�FRPPXQLWLHV�DUH�VRPHZKDW�KDPSHUHG�E\�VWDWH�FRQWURO�RI�WKH�WRXULVP�UHVRXUFH�EDVH��7KXV��WKH�DFWLYLWLHV�RI�PDQ\�FRPPXQLWLHV�WHQG�WR�FRQIOLFW�ZLWK�WKH�UHVSRQVLELOLWLHV�RI�JRYHUQPHQW�DJHQFLHV��2Q�WKH�RWKHU�KDQG��WKLV�FKDOOHQJHV�WKH�FRPPXQLWLHV�QRW�RQO\�WR�GHYHORS�&%7��EXW�DOVR�WR�LQFUHDVH�WKHLU�VWUHQJWK�DQG�LQGHSHQGHQFH��� 3HRSOH¶V� ULJKWV� DQG� UHVSRQVLELOLWLHV� WR�PDQDJH� WRXUL VP� UHVRXUFHV��:LWKLQ� WKH� ODVW� GHFDGH��JRYHUQPHQW� GHYHORSPHQW� SROLFLHV� DQG� VWUDWHJLHV� KDYH� DFNQRZOHGJHG� WKH� ULJKWV� DQG�UHVSRQVLELOLWLHV�RI� WKH� ORFDO�SHRSOH� WR�PDQDJH�QDWXUDO� UHVRXUFHV�DQG� WKH������FRQVWLWXWLRQ�VSHFLILFDOO\�PHQWLRQV�WKLV��+RZHYHU��RQO\�D�IHZ JRYHUQPHQW�DJHQFLHV�DUH�ZLOOLQJ�WR�DGRSW�DQ�SDUWLFLSDWRU\�DSSURDFK�WR�GHYHORSPHQW��7KH�PDLQ�UHDVRQ�IRU�WKLV�VLWXDWLRQ�DSSHDUV�WR�EH�WKDW�JRYHUQPHQW�RIILFHUV�GR�QRW�EHOLHYH�WKDW�ORFDO�SHRSOH�ZLOO�DFW�UHVSRQVLEO\�DQG�PDQDJH�QDWXUDO� UHVRXUFHV� VXVWDLQDEO\�� 7KH\� DUH� DOVR� QRW�ZLOOLQJ� WR� UHGXFH� RU� ORVH� WKHLU� SRZHU� LQ�GHFLVLRQ�PDNLQJ��+RZHYHU��LW�KDV�WR�EH�DGPLWWHG�WKDW�PDQ\�ORFDO�SHRSOH�KDYH�QR�FRQILGHQFH�WR�DFFHSW�UHVSRQVLELOLW\�IRU�UHVRXUFH�PDQDJHPHQW�HYHQ�ZKHQ�LW�LV�RIIHUHG�WR�WKHP��,W�DSSHDUV�WKDW� WKH\�KDYH�EHFRPH�GHSHQGHQW�RQ� WKH� VWDWH�DQG�RXWVLGHUV��HVSHFLDOO\�ZKHQ� LW�FRPHV� WR�ILQDQFH�DQG�PDQDJHPHQW��7KXV��WKH�PDQDJHPHQW�RI�QDWXUDO�DQG�FXOWXUDO�UHVRXUFHV�IRU�&%7�E\�ORFDO�SHRSOH�ZLOO�EH�D�JUHDW�FKDOOHQJH�IRU�PRVW�FRPPXQLWLHV���� $FFHVV� WR� WKH� PDUNHW�� 0DUNHW� DFFHVV� LV� D� SUREOHP� IRU� PRVW� FRPPXQLWLHV� GXH� WR� WKH�FRPSOH[LW\�RI�WKH�WRXULVP�PDUNHW�DQG�WKH�QHHG�IRU�VSHFLDO�VNLOOV�DQG�JRRG�FRQQHFWLRQV�ZLWK�WKH�RXWVLGH�ZRUOG��ZKLFK��RI�FRXUVH��DUH�PRVWO\�ODFNLQJ�LQ�UXUDO�FRPPXQLWLHV��,Q�VRPH�FDVHV�WKH�FRPPXQLWLHV�PD\�KDYH FRQQHFWLRQV�ZLWK�RXWVLGH�JRYHUQPHQW�DJHQFLHV�RU�SULYDWH�VHFWRU�ILUPV��EXW�PRVWO\�WKH�UHODWLRQVKLS�LV�EDVHG�RQ�DQ�LQHTXLWDEOH�GLVWULEXWLRQ�RI�SRZHU��SODFLQJ�WKH� ORFDO� FRPPXQLW\� DW� D� GLVDGYDQWDJH� LQ� QHJRWLDWLRQV�� 0RUHRYHU�� WKH� FRQFHSW� RI� &%7�GHYHORSPHQW� WKDW� IRFXVHV� RQ� VRFLDO� YDOXH� UDWKHU� WKDQ� HFRQRPLF� YDOXH� WKDW� PDQ\�FRPPXQLWLHV�DQG�FRPPXQLW\�GHYHORSPHQW�DFWLYLVWV�IDYRXU�FRQIOLFWV�ZLWK�WKH�SURILW�PDNLQJ�IRFXV�RI�PRVW�WRXU�DJHQFLHV��7KLV�LV�RQH�RI�WKH�EDUULHUV�WKDW�QHHGV�WR�EH�RYHUFRPH�LI�ORFDO�FRPPXQLWLHV�DUH�WR�SOD\�D�PRUH�DFWLYH�SDUW�LQ�PDUNHWLQJ��)XUWKHUPRUH��ODFN�RI�VRPH�VNLOOV��SDUWLFXODUO\� ODQJXDJH� VNLOOV� DQG� VHUYLFH� UHODWHG� VNLOOV� PD\� LPSHGH� FRPPXQLWLHV� IURP�FRQWDFWLQJ�WKH�WRXULVP�PDUNHW�GLUHFWO\��,Q�PDQ\�FDVHV��ORFDO�SHRSOH�DUH�HDJHU�WR�OHDUQ�RWKHU�
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ODQJXDJHV� �(QJOLVK� LQ� JHQHUDO� DQG� 7KDL� LQ� WKH� FDVH� RI� KLOO� WULEH� SHRSOH��� 6HWWLQJ� XS� D�PDUNHWLQJ� WHDP�� SURYLGLQJ� SURSHU� WUDLQLQJ� SURJUDPV� DQG� FUHDWLQJ� JRRG� OLQNV� ZLWK� RWKHU�DJHQFLHV�DUH�WKH�VROXWLRQ�WR�WKH�PDUNHWLQJ�SUREOHP����� 1HWZRUNLQJ�� /RFDO� SHRSOH� UDUHO\� DUH� OLQNHG� YHUWLFDOO\� ZLWK� RWKHU� WRXULVP� DFWRUV� RU�KRUL]RQWDOO\�ZLWK�RWKHU�FRPPXQLWLHV��DOWKRXJK�D�WRXULVP�QHWZRUN�PD\�DOUHDG\�H[LVW�LQ�PDQ\�SDUWV�RI�WKH�WRXULVP�LQGXVWU\��7KLV�PD\�EH�D�UHVXOW�RI�WKH�XQZLOOLQJQHVV�RI�YDULRXV�DFWRUV�WR�FRRSHUDWH�RQ�DQ�HTXDO�EDVLV�DQG�RU�WR�PLVXQGHUVWDQGLQJ�UHJDUGLQJ�WKH�QHHG�IRU�WKH�YDULRXV�FRPPXQLWLHV� LQYROYHG� LQ� &%7� WR� EH� XQLWHG�� 7KRVH� FRPPXQLWLHV� WKDW� KDYH� VRPH� SRVLWLYH�H[SHULHQFH� RI� FRRSHUDWLRQ� DQG� FRRUGLQDWLRQ�� PD\� ILQG� LW� HDV\� WR� HVWDEOLVK� WKLV� NLQG� RI�QHWZRUNLQJ�� KRZHYHU�� WKH� ODFN� RI� EXGJHW�� TXDOLILHG� SHUVRQQHO� DQG� WKH� WLPH� WR� GHYRWH� WR�QHWZRUNLQJ�PD\�SUHVHQW�VHULRXV�REVWDFOHV�WR�VXFFHHGLQJ�LQ�WKLV�DUHD��� 0DLQWDLQLQJ� WKH� TXDOLW\� RI� DWWUDFWLRQV� DQG� VHUYLFHV �� /RFDO� FRPPXQLWLHV�� QRUPDOO\�� KDYH�OLPLWHG�PDQDJHPHQW� VNLOOV�DQG� OLPLWHG�EXGJHW� WR� LQYHVW� LQ� WRXULVW�DWWUDFWLRQV�DQG�VHUYLFHV��ZKLFK�PD\� OHDG� WR� WKHP� EHLQJ� RI� ORZHU� TXDOLW\� WKDQ� WKDW� H[SHFWHG� E\� WRXULVWV��$OWKRXJK�WRXULVWV� SUHIHU� WR� SD\� ORZ�SULFHV� IRU� ORFDO� VHUYLFHV� WKH\� VWLOO� H[SHFW� WKHP� WR�EH�RI� D�KLJK�VWDQGDUG�� 7R PDLQWDLQ� DQ� DFFHSWDEOH� TXDOLW\� WKH� ORFDO� FRPPXQLW\� QHHGV� WR� GHYHORS� WKHLU�PDQDJHPHQW� VNLOOV� LQ� SDUDOOHO� ZLWK� HIIRUWV� WR� PDNH� WRXULVWV� XQGHUVWDQG� WKHLU� OLPLWDWLRQV��$QRWKHU�SUREOHP�LV� WKDW�FRPSHWLWLRQ�ZLWK�RWKHU�FRPPXQLWLHV�RU�SULYDWHO\�RZQHG�VHUYLFHV��PD\�� LQ� VRPH� FDVHV�� OHDG� WR� PRUH� DQG� GLIIHUHQW� DFWLYLWLHV�� ZKLFK� GHYLDWH� IURP� WKH� &%7�FRQFHSW�DQG�OHDG�WR�D�GLPLQXWLRQ�RI�TXDOLW\��7KXV��UXUDO�FRPPXQLWLHV�IDFH�WKH�FKDOOHQJH�RI�PDLQWDLQLQJ�WKH�TXDOLW\�RI�DWWUDFWLRQV�DQG�VHUYLFHV�DQG�NHHSLQJ�WKHP�ZLWKLQ�WKH�IU DPHZRUN�RI�&%7�GHYHORSPHQW��� $FFHVV� WR� VRXUFHV� RI� ILQDQFH� DQG� LQYHVWPHQW �� 5XUDO� FRPPXQLWLHV� DQG� FRPPXQLW\�RUJDQLVDWLRQV�ODFN�ILQDQFLDO�UHVRXUFHV�WR�LQYHVW�LQ�WRXULVP�GHYHORSPHQW��0RVW�JRYHUQPHQW�DJHQFLHV� LQYHVW� LQ� LQIUDVWUXFWXUH� DQG� UHVRXUFHV� GHYHORSPHQW� IR U� WKH� FRPPXQLWLHV�� /RFDO�DGPLQLVWUDWLYH� RUJDQLVDWLRQV�PD\� KDYH� D� UROH� LQ� VHUYLFHV� DQG� UHVRXUFHV�PDQDJHPHQW�� EXW�WKH\� DUH� PRVW� OLNHO\� WR� UHVWULFW� WKHLU� LQYHVWPHQWV� WR� LQIUDVWUXFWXUH� SURMHFWV�� 7KHUH� DUH��KRZHYHU�� PDQ\� VRXUFHV� RI� IXQGV� DQG� ORDQV� IRU� ORFDO� SHRSOH�� VXFK� DV� 6,)�� 2(&)��(QYLURQPHQWDO�)XQG�DQG�9LOODJH�)XQG��1*2V�DQG�SULYDWH�RSHUDWRUV�LQFOXGLQJ�LQWHUQDWLRQDO�DJHQFLHV�� EXW� QRW� DOO� FRPPXQLWLHV� DUH� DEOH� WR� JHW� WKHVH� IXQGV�� 7KH� HIIHFWLYHQHVV� RI�PRVW�IXQGV�LV�PHDVXUHG�E\�WKH�HQG�SURGXFWV��SK\VLFDO�DQG�HFRQRPLF��VXFK�DV�WKH�1XHQJ�7DPERQ�1XHQJ�3KDOLWWDSKDQ �2QH�7DPERQ��2QH�SURGXFW��2723��3URMHFW�HVWDEOLVKHG�E\�JRYHUQPHQW�IXQGV��0DQDJLQJ� WKH�IXQG�HIIHFWLYHO\� LV�DQRWKHU�SUREOHP�RI�FRPPXQLWLHV�EHFDXVH�RI�WKHLU�ODFN� RI� VNLOOV� LQ� ILQDQFLDO� PDQDJHPHQW� DQG� DFFRXQWDQF\�� *RYHUQPHQW� IXQGV� FDQ� FUHDWH�RSSRUWXQLWLHV�IRU�ORFDO�SHRSOH�WR�LQYHVW�LQ�VPDOO�DQG�FRPPXQLW\�EXVLQHVVHV��EXW�VRPH�FULWLFV�
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DUJXH�WKDW�WKLV�FUHDWHV�GHEWV�IRU�LQGLYLGXDOV��DQG�UHGXFHV�FRPPXQLW\�VHOI �UHOLDQFH��:KDWHYHU�WKH�FDVH��DFFHVV�WR�VRXUFHV�RI�ILQDQFH�DQG�LQYHVWPHQW�LV�D�FKDOOHQJH�IRU�&%7�GHYHORSPHQW����� %XLOGLQJ� WKH� FDSDFLW\� WR� PDQDJH� &%7�� &%7� GHYHORSPHQW� QHHGV� VSHFLDO� NQRZOHGJH� RI�UHVRXUFHV� DQG� VHUYLFHV� PDQDJHPHQW�� 7R� PDNH� LW� HDV\� IRU� ORFDO� FRPPXQLWLHV� PDQ\�GHYHORSHUV� VXJJHVW� WKDW� WKH� ORFDO� SHRSOH� VKRXOG� PDLQWDLQ� WKHLU� QRUPDO� OLIH� WR� VHUYH� DQG�DWWUDFW�WKH�WRXULVWV�UDWKHU�WKDQ�JHW�GHHSO\�LQYROYHG�LQ�PDQDJHPHQW�LVVXHV��+RZHYHU��WKLV�LV�OLNHO\�WR�OHDG�WR�WKHP�UHFHLYLQJ�RQO\�D�VPDOO�VKDUH�RI�WKH�EHQHILWV�IURP�WRXULVP�GHYHORSPHQW�DQG� LV� DQDWKHPD� WR� WKH� FRQFHSW� RI�&%7�� ,W� LV� QRW� LPSRVVLEOH� IRU� ORFDO� SHRSOH� WR� EHFRPH�HIIHFWLYH� WRXULVP� UHVRXUFH�PDQDJHUV�� EXW� FDSDFLW\� EXLOGLQJ� LV� UHTXLUHG��7KLV�PD\� LQFOXGH�JXLGH�DQG�LQWHUSUHWDWLRQ�WHFKQLTXHV��RUJDQLVDWLRQ�PDQDJHPHQW�VNLOOV��ILQDQFLDO�PDQDJHPHQW�VNLOOV��VNLOOV�UHODWHG�WR�WKH�FRQVHUYDWLRQ�DQG�WUDQVIHU�RI�ORFDO�WUDGLWLRQV�DQG�ZLVGRP��IURP�WKH�HOGHUV� RU� VFKRODUV� LQ� WKH� FRPPXQLW\��� DQG� VNLOOV� LQ� FRPPXQLFDWLQJ� ZLWK� DQG� FRQWDFWLQJ�WRXULVWV�DQG�RWKHU�VWDNHKROGHUV��LQFOXGLQJ�EDVLF�IRUHLJQ�ODQJXDJH�VNLOOV��� 3DUWLFLSDWRU\� GHYHORSPHQW��$FKLHYLQJ� FRPPXQLW\� SDUWLFLSDWLRQ� LQ�&%7� GHYHORSPHQW� LV� D�JUHDW�FKDOOHQJH�IRU�DOO�FRQFHUQHG� ± ORFDO�SHRSOH��JRYHUQPHQW�DJHQFLHV��1*2V��WKH�SULYDWH�VHFWRU��,W�PXVW�VWDUW�ZLWK�D�FRPPLWPHQW�E\�DOO�VWDNHKROGHUV�WR�PDNH�SDUWLFLSDWLRQ�D�UHDOLW\��7KH�SURFHVV�RI�SDUWLFLSDWLRQ�PD\�GLIIHU� IURP�RQH�SODFH� WR� DQRWKHU� DQG� IURP�RQH� LVVXH� WR�DQRWKHU��GHSHQGLQJ�RQ�ORFDO�FRQGLWLRQV�DQG�WKH�QHHGV�RI�WKH�VLWXDWLRQ��+RZHYHU��WKH�DLPV�RI�SDUWLFLSDWLRQ�PXVW�EH�JHDUHG�WR�WKH�HPSRZHUPHQW�RI�ORFDO�SHRSOH�LQ�WKH�&%7�GHYHO RSPHQW�V\VWHP��DW�OHDVW�DW�WKH�GHVWLQDWLRQ��7KLV�LQ�LWVHOI�LV�H[WUHPHO\�FKDOOHQJLQJ�
&RQFOXVLRQ
&RPPXQLW\�EDVHG�7RXULVP��&%7��LV�D�QHZ�IRUP�RI�7RXULVP�LQ�WKH�&RPPXQLW\��7L&���ZKLFK�LV�IRFXVHG�RQ�WZR�PDLQ�LVVXHV��WKH�SDUWLFLSDWLRQ�RI�WKH�ORFDO�FRPPXQLW\�DQG LQFRPH�GLVWULEXWLRQ�LQ�WKH� FRPPXQLW\� RU� WKH� HOLPLQDWLRQ� RI� ORFDO� SRYHUW\��:KHUH� LW� FRQFHUQV� QDWXUDO� DQG� ELRORJLFDO�FRQVHUYDWLRQ� RU� HFRWRXULVP� �(7��� LW� LV� FDOOHG� FRPPXQLW\ �EDVHG� HFRWRXULVP� �&%(7��� 7KHVH�WHUPV��KRZHYHU��DUH�XVHG�LQWHUFKDQJHDEO\�LQ�7KDLODQG�
0DQ\� 7KDL� UXUDO� FRPPXQLWLHV� DUH� LQYROYHG� LQ� &%7�ZLWK� VXSSRUW� IURP� RXWVLGHUV� ��������� ±JRYHUQPHQW�DJHQFLHV��DFDGHPLFV��SULYDWH�RSHUDWRUV��1*2V��ORFDO�DGPLQLVWUDWLYH��PDLQO\�7$2���&RPPXQLW\� LQLWLDWLRQ� RI� &%7� LV� UDUH�� SDUWLFXODUO\� LQ� WKH� LQLWLDO� VWDJH� RI� &%7� GHYHORSPHQW��7KHUHIRUH��WKH�&%7�GHYHORSPHQW�SURFHVV�LV�RIWHQ�SURSRVHG�DQG�SODQQHG�E\�RXWVLGHUV��+RZHYHU��DOPRVW�DOO�RXWVLGHUV�DQG�RWKHU�VWDNHKROGHUV�DFFHSW�WKDW�WKH�ORFDO�SHRSOH�VKRXOG�SOD\�D�FUXFLDO�UROH�DW�DOO�VWDJHV�RI�WKH�GHYHORSPHQW�SURFHVV��
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7KH�UHVXOWV�RI�WKH�JHQHUDO�VWXG\�VKRZ�WKH�JHQHUDO�FKDUDFWHULVWLFV�RI�&%7�LQ�UXUDO�7KDLODQG�DQG�WKH� NH\� LVVXH� RI� &%7� LV� D� SDUWLFLSDWRU\� DSSURDFK� WR� FRPPXQLW\� GHYHORSPHQW�� 7KHVH� DUH�VXPPDULVHG�EHORZ�
�� &%7�LQ�UXUDO�DUHDV�FDQ�RFFXU�LQ�DOO�SDUWV�RI�WKH�FRXQWU\��ZKLFK DUH�QRW�OLPLWHG�E\�VL]H�RU�W\SH�RI�FRPPXQLW\��JHRJUDSK\�DQG�DGPLQLVWUDWLYH�W\SH��� &RPPXQLWLHV�� RU� WKHLU�PHPEHUV�� SURYLGH� EDVLF� WRXULVP� VHUYLFHV� VXFK� DV� DFFRPPRGDWLRQ��ORFDO� IRRG�� WRXUV�� FXOWXUDO� SHUIRUPDQFHV� DQG� WUDQVSRUWDWLRQ�ZKLFK� DUH� RIWHQ� VXSSRUWHG� E\�RXWVLGHUV��� 3HRSOH
V�SDUWLFLSDWLRQ�LQ�FRPPXQLW\�DQG�WRXULVP�PDQDJHPHQW�LV�RIWHQ�PHQWLRQHG��+RZHYHU��IURP� WKH� VXUYH\�� WKHUH� LV� QR� FOHDU� HYLGHQFH� DERXW� KRZ� WKH\�PDQDJH� SDUWLFLSDWLRQ� LQ� WKH�FRPPXQLW\��KRZ�PDQ\�SHRSOH�DUH�LQYROYHG�DQG�ZKDW�OHYHO�RI�SDUWLFLSDWLR Q�LV�RFFXUULQJ�LQ�WKH�FRPPXQLWLHV��6RPH�UHVSRQGHQWV�UHIHU�WR��ZKDW�LV�FDOOHG��µSVHXGR �SDUWLFLSDWLRQ¶�� LQ�WKH�GHYHORSPHQW�SURFHVV�WKDW�UHOLHV�KHDYLO\�RQ�WKH�VXSSRUW�RU�FRQWURO�RI�RXWVLGHUV��7KLV�QHHGV�WR�EH�H[DPLQHG�E\�IXUWKHU�LQ�GHSWK�VWXG\��� $OWKRXJK� WKH� SUREOHPV� RI� FRPPXQLWLHV�� LQFOXGLQJ� VRPH� DGYHUVH� LPSDFWV� RI� WRXULVP� DUH�PHQWLRQHG��WKH�VXUYH\�GRHV�QRW�VKRZ�DQ\�VHULRXV�LPSDFWV��7KLV�PD\�EH�EHFDXVH�&%7�LV�LQ�WKH�LQLWLDO�VWDJHV�DQG�WKH�QXPEHU�RI�WRXULVWV�LV�VWLOO�ORZ��1HYHUWKHOHVV��WKH�PDLQ�SXUSRVH�RI�WKH� GHYHORSPHQW� LV� PRVWO\� FRQFHUQHG� ZLWK� HDUQLQJ� H[WUD� LQFRPH�� DQG� WKHUHIRUH� VRPH�LPSDFWV�PD\�EH�RYHUORRNHG��7R�GHDO�ZLWK�WKH�SUREOHPV��DOPRVW�DOO�FRPPXQLWLHV�QHHG�PRUH�VXSSRUW�IURP�WKH�JRYHUQPHQW�RU�RXWVLGHUV��SDUWLFXODUO\�ILQDQFLDOO\�DQG�HQYLURQPHQWDOO\��EXW�SHRSOH� ULVH� WR� WKH� FKDOOHQJH� RI� HVWDEOLVKLQJ� PDQDJHPHQW� WRROV� WR� WDFNOH� &%7� DQG�HFRWRXULVP�
,Q�GHSWK� H[SHULHQFHV� RI� IRXU� FRPPXQLWLHV� WKDW� REWDLQHG� VXSSRUW� IURP� GLIIHUHQW� RXWVLGH�VXSSRUWHUV�DUH�H[SORUHG�DQG�GLVFXVVHG�LQ�WKH�QH[W�WZR�FKDSWHUV��7KLV�LQFOXGHV� DQ�DQDO\VLV�RI�WKHLU�WRXULVP�GHYHORSPHQW�V\VWHPV�DQG�WKH�LPSDFWV��ERWK�SRVLWLYH�DQG�QHJDWLYH��RI�WKH�SDUWLFLSDWLRQ�RI� ORFDO� SHRSOH� DQG� FRPPXQLW\� RUJDQLVDWLRQV� LQ� &%(7� PDQDJHPHQW�� 7KH� SRWHQWLDO� DQG� WKH�FRQVWUDLQWV�RI�WKH�FRPPXQLWLHV�DUH�DOVR�LGHQWLILHG�

�� µ3VHXGR�SDUWLFLSDWLRQ¶�LV�D�WHUP�WKDW�UHIHUV�WR�WKH�SDUWLFLSDWLRQ�WKDW�LV�GRPLQDWHG�E\�RXWVLGHUV�DQG�LJQRUHV�WKH�PDLQ�LGHD�RI�SDUWLFLSDWLRQ��VHH�GLVFXVVLRQ�LQ�&KDSWHU���


