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:LWK�5LJKWHRXVQHVV�DQG�:LWK�-XVWLFH��:LWK�*RRGQHVV�DQG�:LWK�0HUF\

2SWLRQV�IRU�(JDOLWDULDQ�0DUULDJH�:LWKLQ�+DODNKDK

*DLO�/DERYLW]

$SSURYHG�RQ�$SULO�����������E\�D�YRWH�RI��������9RWLQJ�LQ�IDYRU��5DEELV�$DURQ�$OH[DQGHU��(OOLRW�'RUII��
6XVDQ�*URVVPDQ��-XGLWK�+DXSWPDQ��*DLO�/DERYLW]��'DQLHO�1HYLQV��'HERUDK�6LOYHU��$ULHO�6WRIHQPDFKHU��
DQG�(OOHQ�:ROLQW]�)LHOGV��9RWLQJ�$JDLQVW��5DEELV�1RDK�%LFNDUW��%DUXFK�)U\GPDQ�.RKO��'DYLG�+RIIPDQ��
-HUHP\�.DOPDQRIVN\��-DQ�.DXIPDQ��0LFDK�3HOW]��DQG�$YUDP�5HLVQHU��$EVWDLQLQJ��5DEELV�3DPHOD�
%DUPDVK��-RVKXD�+HOOHU��5REHUW�6FKHLQEHUJ��'DYLG�6FKXFN��DQG�,VFDK�:DOGPDQ�

³:KDW�DUH�ZH�WR�GR�ZKHQ�WKH�ZRUGV�DQG�JHVWXUHV�WKDW�HIIHFW�PDUULDJH�GR�QRW�UHIOHFW�EXW�GLVWRUW�WKH�HYHQW�
EHLQJ�FHOHEUDWHG�LQ�WKH�OLIH�RI�WKH�SDUWLFLSDQWV�DQG�WKHLU�FRPPXQLW\"´�

ʤʬʠʹ�

y� ,V�WKHUH�D�SRVVLELOLW\�RI�HJDOLWDULDQ�PDUULDJH�DQG�GLYRUFH�IRU�GLIIHULQJ�VH[�FRXSOHV�ZLWKLQ�
D�KDODNKLF�IUDPHZRUN"�7KDW�LV��LV�WKHUH�D�SRVVLELOLW\�WR�PDNH�NLGGXVKLQ�±�DQG�WKH�SURFHVV�RI�GLYRUFH�DQG�
JHW�E\�ZKLFK�LW�LV�WHUPLQDWHG�±��PRUH��PXWXDO"�$OWHUQDWHO\��PLJKW�WKHUH�D�ZD\�IRU�D�PDOH�IHPDOH�-HZLVK�
FRXSOH�WR�FUHDWH�D�KDODNKLFDOO\�ELQGLQJ�UHODWLRQVKLS�E\�D�PHDQV�RWKHU�WKDQ�NLGGXVKLQ"�5HODWHGO\��LV�LW�
SRVVLEOH�WR�KDYH�D�FHUHPRQ\�WKDW�FRXOG�PDNH�D�ELQGLQJ�PDUULDJH�EHWZHHQ�DQ\�WZR�-HZLVK�SHUVRQV��
UHJDUGOHVV�RI�WKH�JHQGHU�LGHQWLILFDWLRQ�RI�HLWKHU�RQH"

y� ,I�D�PDOH�IHPDOH�-HZLVK�FRXSOH�PDUULHV�LQ�D�-HZLVKO\�RULHQWHG�FHUHPRQ\�RWKHU�WKDQ�
NLGGXVKLQ��±�ZKDW�LV�WKH�KDODNKLF�VWDWXV�RI�WKHLU�UHODWLRQVKLS"�0RVW�SDUWLFXODUO\��LI�WKH�FRXSOH�ZHUH�WR�
GHFLGH��LQGLYLGXDOO\�RU�PXWXDOO\��WR�VHYHU�WKH�UHODWLRQVKLS��VKRXOG�WKH�KXVEDQG�EH�UHTXLUHG��DW�OHDVW�RXW�RI�
GRXEW��WR�JLYH�WKH�ZLIH�D�JHW"�7KDW�LV��DUH�ZH�WR�EH�FRQFHUQHG�IRU�WKH�SRVVLELOLW\�RI�NLGGXVKLQ�RU�NLGGXVKLQ�
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���5DFKHO�$GOHU��(QJHQGHULQJ�-XGDLVP��$Q�,QFOXVLYH�7KHRORJ\�DQG�(WKLFV��3KLODGHOSKLD��-HUXVDOHP��7KH�-HZLVK�
3XEOLFDWLRQ�6RFLHW\������������
���7ZR�SURSRVDOV�LQ�SDUWLFXODU�ZLOO�EH�GLVFXVVHG�DQG�HQGRUVHG�EHORZ�LQ�WKH�ERG\�RI�WKH�WHVKXYDK�DV�RSWLRQV�IRU�

&RQVHUYDWLYH�-HZV��)RU�D�UHYLHZ�RI�VRPH�DGGLWLRQDO�SRVVLELOLWLHV�WKDW�KDYH�DOVR�EHHQ�SURSRVHG�LQ�WKH�JURZLQJ�
OLWHUDWXUH�RQ�WKLV�WRSLF��DQG�IRU�UHDVRQV�ZK\�,�KDYH�FKRVHQ�QRW�WR�LQFOXGH�WKHP�KHUH���VHH�*DLO�/DERYLW]��³%HKROG�<RX�
$UH�>)LOO�LQ�WKH�%ODQN@�WR�0H��&RQWHPSRUDU\�/HJDO�DQG�5LWXDO�$SSURDFKHV�WR�4LGGXVKLQ�´�/RYH��0DUULDJH��DQG�
-HZLVK�)DPLOLHV�7RGD\��3DUDGR[HV�RI�WKH�*HQGHU�5HYROXWLRQ��(G��6\OYLD�%DUDFN�)LVKPDQ��:DOWKDP��0$��%UDQGHLV�
8QLYHUVLW\�3UHVV�8QLYHUVLW\�3UHVV�RI�1HZ�(QJODQG�����������±���DQG�*DLO�/DERYLW]��³µ:LWK�5LJKWHRXVQHVV�DQG�ZLWK�
-XVWLFH¶��7R�&UHDWH�(TXLWDEOH�-HZLVK�'LYRUFH��&UHDWH�(TXLWDEOH�-HZLVK�0DUULDJH�´�1DVKLP��������������±����



PLVDIHN"�,V�WKHUH�D�PHDQV�WR�HQVXUH�WKDW�D�GLIIHULQJ�VH[�FRXSOH�ZKR�ZLVK�WR�PDUU\�E\�D�-HZLVK�PHDQV�
RWKHU�WKDQ�NLGGXVKLQ�ZLOO�KDYH�WKHLU�ZLVKHV�UHVSHFWHG�LI�WKHLU�PDUULDJH�VKRXOG�HQG��VR�WKDW�WKH\�GR�QRW�
QHHG�WR�JR�WKURXJK�WKH�JHW�SURFHVV"

y� 0RUHRYHU��DV�D�FRQVHTXHQFH��LI�QR�JHW�ZHUH�JLYHQ�RU�UHFHLYHG��FRXOG�HLWKHU�PHPEHU�RI�WKH�
FRXSOH�EH�UHPDUULHG�E\�D�&RQVHUYDWLYH�UDEEL��YLD�NLGGXVKLQ�RU�DQRWKHU�FHUHPRQ\��ZLWKRXW�YLRODWLQJ�WKH�
�����6WDQGDUG�RI�5DEELQLF�3UDFWLFH�WKDW�VWDWHV��³$�UDEEL�PD\�QRW�RIILFLDWH�DW�WKH�PDUULDJH�RI�D�GLYRUFHG�
PDQ�RU�ZRPDQ�LI�D�JHW�RU�KDIND¶DW�NLGGXVKLQ�ZDV�QRW�REWDLQHG´"��,I�QR�JHW�LV�UHTXLUHG��PXVW�WKH�UDEEL�RU�
RWKHU�RIILFLDQW�WR�WKH�UHPDUULDJH�QRQHWKHOHVV�LQVXUH�WKDW�VRPH�IRUP�RI�DSSURSULDWH�ULWXDO�VHYHUDQFH�RI�WKH�
RULJLQDO�FHUHPRQ\��ZKDWHYHU�LW�PLJKW�EH��ZDV�SHUIRUPHG��DQG�KRZ�VKRXOG�D�UDEEL�SURFHHG�LI�QR�VXFK�
VHYHUDQFH�KDG�EHHQ�SUHYLRXVO\�HIIHFWHG"

2XWOLQH�RI�WKH�WHVKXYDK�WR�IROORZ�

7KLV�WHVKXYDK�IDOOV��EURDGO\��LQWR�WKUHH�SDUWV�

)LUVW��6HFWLRQ�,��,QWURGXFWLRQ��6HFWLRQ�,,��$UH�:H�/LPLWHG�WR�.LGGXVKLQ"��3DUW�����DQG�6HFWLRQ�
,,,��$UH�:H�/LPLWHG�WR�.LGGXVKLQ"��3DUW����PD\�EH�FRQVLGHUHG�WKH�³WKHRUHWLFDO´�FRPSRQHQWV�RI�WKH�
WHVKXYDK�DQG�DUH�PHDQW�WR�OD\�RXW�WKH�EDFNJURXQG�DQG�VFRSH�RI�WKH�LVVXH�WKLV�WHVKXYDK�LQWHQGV�WR�DGGUHVV��
+HUH�,�

D��GHOLQHDWH�WKH�GLIILFXOWLHV�,�VHH�LQ�WKH�FXUUHQW�VWUXFWXUH�RI�NLGGXVKLQ�DQG�LQ�WKH�SRVVLELOLW\�RI�
UHGHHPLQJ�LW�DV�DQ�HJDOLWDULDQ�SUDFWLFH��
E��GLVFXVV�WKH�GLFKRWRP\�LQ�OHJDO�VRXUFHV�EHWZHHQ�NLGGXVKLQ�DQG�]¶QXW��WKH�WHQGHQF\�ZLWKLQ�
KDODNKDK�WR�VXEVXPH�PDUULDJH�OLNH�UHODWLRQVKLSV�LQWR�WKH�UXEULF�RI�NLGGXVKLQ��DQG�WKH�
&RQVHUYDWLYH�VWDQFH�RQ�FLYLO�PDUULDJH�
F��FRQVLGHU�WKH�SRVVLELOLW\�RI�D�WKLUG�DOWHUQDWLYH�EH\RQG�WKH�NLGGXVKLQ�]¶QXW�GLFKRWRP\��
SDUWLFXODUO\�WKURXJK�WKH�FDVHV�DQG�FDWHJRULHV�RI�\HGXDK�E¶W]LEEXU�DQG�SLODJVKXW�ZLWKLQ�KDODNKDK�

1H[W��6HFWLRQ�,9��2SWLRQV�IRU�-HZLVK�0DUULDJH�:LWKRXW�.LGGXVKLQ�FRPHV�WR�WKH�KHDUW�RI�WKLV�
WHVKXYDK��+HUH�,�UHYLHZ�DQG�HQGRUVH�WZR�KDODNKLF�PHFKDQLVPV�WR�FUHDWH�D�IRUP�D�-HZLVK�PDUULDJH�LQ�
ZKLFK�WZR�GLIIHULQJ�VH[�-HZV��DQG�LQGHHG�WZR�-HZV�RI�DQ\�JHQGHU�LGHQWLW\��FDQ�PDUU\�DQG�LI�QHFHVVDU\�
GLYRUFH�DV�OHJDO�HTXDOV��DGGUHVVLQJ�WKH�WH[WXDO�EDVHV�DQG�WKH�PHDQV�WR�HVWDEOLVK�WKH�ELQGLQJ�IRUFH�RI�HDFK�

D��³+LWNDGVKXW´�VHWWLQJ�RQHVHOI�DVLGH�±��D�PHWKRG�ZKLFK�DGRSWV�VRPH�RI�WKH�ODQJXDJH�DQG�IRUP�
EXW�QRW�WKH�OHJDO�IRUFH�RI�NLGGXVKLQ�
E��%ULW�$KXYLP�SDUWQHUVKLS�±�D�QHZ�PRGHO�EDVHG�LQ�DQ�HQWLUHO\�RWKHU�UHDOP�RI�KDODNKDK�

$�VHULHV�RI�DGGLWLRQDO�ULWXDO�DQG�RWKHU�KDODNKLF�FRQFHUQV�WKDW�DWWHQG�D�PDUULDJH�E\�PHDQV�RWKHU�WKDQ�
NLGGXVKLQ�DUH�DGGUHVVHG�LQ�6HFWLRQ�9��$GGLWLRQDO�'HWDLOV�RQ�(IIHFWLQJ�DQG�'LVVROYLQJ�$OWHUQDWLYH�)RUPV�
RI�+DODNKLF�-HZLVK�0DUULDJH�

D��$�EOHVVLQJ�IRU�WKH�FHQWUDO�OHJDO�DFWV�RI�WKHVH�FHUHPRQLHV��L�H���D�VXEVWLWXWH�IRU�ELUNDW�HUXVLQ�
E��$GGLWLRQDO�VWDWHPHQWV�LQ�WKH�FHUHPRQ\�DQG�GRFXPHQWDWLRQ�IRU�GLIIHUHQWLDWLQJ�WKLV�FHUHPRQ\�
IURP�NLGGXVKLQ�
F��'RFXPHQWV�WKDW�DFFRPSDQ\�DQG�FRQVWLWXWH�WKH�PDUULDJH�
G��7KH�PHDQV�RI��HTXLWDEOH��GLVVROXWLRQ�RI�VXFK�PDUULDJHV�
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���&-/6�6XPPDU\�,QGH[��0DUULDJH�DQG�'LYRUFH��³6WDQGDUGV�RI�5DEELQLF�3UDFWLFH´��LWHP����������



H��0DNLQJ�WKH�PDUULDJH�FRQGLWLRQDO�
I��$SSOLFDEOH�6WDQGDUGV�RI�5DEELQLF�3UDFWLFH�

7KH�ERG\�RI�WKH�WHVKXYDK�WKHQ�FRQFOXGHV�ZLWK�6HFWLRQ�9,��&RQFOXVLRQ�3¶VDN��

� )LQDOO\��WZR�DSSHQGLFHV�VSHOO�RXW�WKH�DFWXDO�GHWDLOV�RI�SHUIRUPLQJ�DQG�GRFXPHQWLQJ�D�PDUULDJH�E\�
RQH�RI�WKH�DSSURYHG�PHWKRGV�KHUH��$SSHQGL[�,�LV�DQ�RXWOLQH�RI�D�ZHGGLQJ�FHUHPRQ\�IURP�VWDUW�WR�ILQLVK��
IRU�ERWK�KLWNDGVKXW�DQG�EULW�DKXYLP��$SSHQGL[�,,�LQFOXGHV�WKH�UHOHYDQW�GRFXPHQWV�QHHGHG�WR�FRQVWLWXWH�
WKH�PDUULDJH��HVWDEOLVK�FRQGLWLRQDO�PDUULDJH��LI�VHSDUDWH�IURP�WKH�PDUULDJH�GRFXPHQW�LWVHOI���DQG�
HIIHFW�GRFXPHQW�GLYRUFH�
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,��,QWURGXFWLRQ

� 6LQFH�WKH�UDEELQLF�SHULRG��WKH�FRUH�DFW�WKDW�FUHDWHV�DQG�ELQGV�D�-HZLVK�KHWHURVH[XDO�PDUULDJH�KDV�
EHHQ�NQRZQ�DV�³NLGGXVKLQ�´�0DUULDJH�WKURXJK�WKLV�PHFKDQLVP�LV�DOUHDG\�SUHVXSSRVHG�LQ�WKH�HDUOLHVW�
OD\HUV�RI�UDEELQLF�OHJDO�OLWHUDWXUH��DQG�LQGHHG�VHUYHV�DV�WKH�RSHQLQJ�WR�P��.LGG������

�ʤʠʩʡʡʥ��ʸʨʹʡ��ʳʱʫʡ�ʺʩʰʷʰ��ʭʩʫʸʣ�ʩʺʹʡ�ʤʮʶʲ�ʺʠ�ʤʰʥʷʥ��ʭʩʫʸʣ�ʹʬʹʡ�ʺʩʰʷʰ�ʤʹʠʤ
$�ZRPDQ�LV�DFTXLUHG�LQ�WKUHH�ZD\V��DQG�DFTXLUHV�KHUVHOI�LQ�WZR�ZD\V��6KH�LV�DFTXLUHG�E\�PRQH\��
E\�GRFXPHQW��DQG�E\�VH[XDO�LQWHUFRXUVH�

$OWKRXJK�WKLV�PLVKQDK�XVHV�WKH�YHUE�ʤ�ʰ�ʷ��WR�DFTXLUH��KHUH�UDWKHU�WKDQ�ʹ�ʣ�ʷ��WR�EHWURWK�VHW�DVLGH����RWKHU�
VRXUFHV�ERWK�WDQQDLWLF�DQG�DPRUDLF�PDNH�FOHDU�WKDW�WKH�WZR�DUH�XVHG�DQG�XQGHUVWRRG�DV�EHLQJ�EDVLFDOO\�
HTXLYDOHQW�DQG�LQWHUFKDQJHDEOH��1RWH��DV�MXVW�RQH�H[DPSOH��WKH�URXJKO\�FRQWHPSRUDQHRXV�SDUDOOHO�
SDVVDJHV�H[SDQGLQJ�RQ�WKH�UXOH�RI�P��.LGG�������LQ�W��.LGG��������

�̋ ʠ�ʩʸʤ�ʤʬ�µʮʠ��>ʳʱʫ�ʤʥʹ�ʥʠ@��ʳʱʫ�ʤʬ�ʯʺʰ�"ʣʶʩʫ�ʳʱʫʡ��ʤʠʩʡʡʥ��ʸʨʹʡ��ʳʱʫʡ«ʭʩʫʸʣ�ʤʹʬʹʡ�ʺʩʰʷʰ�ʤʹʠʤ
�ʺʹʣʥʷʮ�ʥʦ�ʩʸʤ��ʠʺʩʠʬ�ʩʬ�ʺʠ�ʩʸʤ��ʩʬ�ʺʱʸʥʠʮ�ʺʠ�ʩʸʤ��ʩʬ�ʺʹʣʥʷʮ

$�ZRPDQ�LV�DFTXLUHG�LQ�WKUHH�ZD\V«E\�PRQH\��E\�GRFXPHQW��DQG�E\�VH[XDO�LQWHUFRXUVH��%\�
PRQH\�KRZ��LV�WKH�DFTXLVLWLRQ�HIIHFWHG�"�+H�JDYH�KHU�PRQH\�>RU�WKH�HTXLYDOHQW�RI�PRQH\@���DQG��
KH�VDLG�WR�KHU�³%HKROG��\RX�DUH�EHWURWKHG��P¶NXGGHVKHW��WR�PH�´��RU��³%HKROG��\RX�DUH�EHWURWKHG�
�P¶RUHVVHW��WR�PH�´��RU��³%HKROG��\RX�DUH�D�ZRPDQ�ZLIH�WR�PH�´�VKH�LV�P¶NXGGHVKHW���W��.LGG��
����

�ʺʹʣʥʷʮ�ʥʦ�ʩʸʤ��ʤʬ�ʯʺʰʥ��ʬʥʱʴ�ʸʩʩʰ�ʬʲ��ʤʬ�ʯʺʰʥ�ʹʸʧ�ʬʲ�ʡʺʫ�µʩʴʠ«"ʸʨʹʡʥ
$QG�E\�GRFXPHQW"«(YHQ�LI�KH�ZURWH��WKH�GRFXPHQW��RQ�D�SRWVKHUG�DQG�JDYH�LW�WR�KHU���RU��RQ�
EOHPLVKHG�SDUFKPHQW�DQG�JDYH�LW�WR�KHU��VKH�LV�P¶NXGGHVKHW���W��.LGG������

�ʺʹʣʥʷʮ��ʯʩʹʥʣʷ�ʭʹʬ�ʠʩʤʹ�ʤʠʩʡ�ʬʫ�"ʤʠʩʡʡʥ
$QG�E\�VH[XDO�LQWHUFRXUVH"�$Q\�DFW�RI�VH[XDO�LQWHUFRXUVH�WKDW�LV�IRU�WKH�VDNH�RI�NLGGXVKLQ��VKH�LV�
P¶NXGGHVKHW���W��.LGG������

6LQFH�WKH�7RVHIWD�LV�HODERUDWLQJ�RQ�WKH�WKUHH�PHWKRGV�RI�NLQ\DQ��P¶NXGGHVKHW�LQ�WKHVH�SDVVDJHV�PXVW�VHUYH�
WR�LQGLFDWH�WKH�VWDWH�RI�D�ZRPDQ�IRU�ZKRP�VXFK�NLQ\DQ�KDV�RFFXUUHG��WKDW�LV��P¶NXGGHVKHW�GHILQHV�DQG�LV�
DSSDUHQWO\�V\QRQ\PRXV�ZLWK�QLNQHLW��

7KH�URRW�ʹ�ʣ�ʷ�LQ�WKH�PDULWDO�FRQWH[W�LV�IUHTXHQWO\�WUDQVODWHG�DV�³VDQFWLI\�´�,�FKRRVH�QRW�WR�GR�VR��
KRZHYHU��EHFDXVH�±�DV�,�KDYH�DUJXHG�DW�OHQJWK�HOVHZKHUH�±�KDODNKLF�PDUULDJH��LQFOXGLQJ�NLGGXVKLQ��LV�
VWUXFWXUHG�PHWDSKRULFDOO\�DQG�OHJDOO\�DV�DQ�DFW�RI�SXUFKDVH�DQG�DFTXLVLWLRQ�RI�SURSHUW\���.LGGXVKLQ��
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���6HH�MXVW�EHORZ�UHJDUGLQJ�WKLV�WUDQVODWLRQ�
���,QGHHG��HYHQ�LQ�WKH�0LVKQDK��WKH�SDUDOOHOV�WR�P��.LGG������IRXQG�LQ�P��(GX������DQG�P��.HW������ERWK�VXEVWLWXWH�

ʹ�ʣ�ʷ�IRU�ʤ�ʰ�ʷ��$QG�VHH�P\�IXUWKHU�GLVFXVVLRQ�RI�WKLV�SRLQW�LQ�*DLO�/DERYLW]��0DUULDJH�DQG�0HWDSKRU��&RQVWUXFWLRQV�
RI�*HQGHU�LQ�5DEELQLF�/LWHUDWXUH��/DQWKDP��0'��/H[LQJWRQ����������±���DQG�RU�*DLO�/DERYLW]��³µ7KH�/DQJXDJH�RI�
WKH�%LEOH�DQG�WKH�/DQJXDJH�RI�WKH�5DEELV¶��$�/LQJXLVWLF�/RRN�DW�.LGGXVKLQ��3DUW���´�&RQVHUYDWLYH�-XGDLVP������
����������±���
���/DERYLW]��0DUULDJH�DQG�0HWDSKRU��6HH�HVSHFLDOO\�SS���±���IRU�D�GLVFXVVLRQ�RI�³PHWDSKRU´�DV�,�XVH�LW�KHUH��DQG�

��±���LQWURGXFLQJ�WKH�VLJQLILFDQFH�RI�FRJQLWLYH�PHWDSKRU�WKHRU\�WR�P\�XQGHUVWDQGLQJ�RI�UDEELQLF�WKLQNLQJ�RQ�
PDUULDJH��)RU�GLVFXVVLRQ�RI�NLGGXVKLQ�LQ�SDUWLFXODU��VHH�DOVR�/DERYLW]��³7KH�/DQJXDJH�RI�WKH�%LEOH�DQG�WKH�/DQJXDJH�



PRUHRYHU��LV�ULWXDOO\�DQG�OHJDOO\�D�XQLODWHUDO�DFW�LQ�ZKLFK�UROHV��DQG�LQGHHG�OHJDO�DJHQF\�YV��SDVVLYLW\��DUH�
DVVLJQHG�E\�JHQGHU���.LGGXVKLQ�LV�SULPDULO\�SHUIRUPHG�E\�WKH�PDOH�SDUWLFLSDQW��LQ�ZKDW�KDV�EHFRPH�
FRPPRQ�SUDFWLFH��WKH�JURRP�SUHVHQWV�WKH�EULGH�ZLWK�DQ�LWHP�RI�YDOXH��D�ULQJ��DQG�VWDWHV�³<RX�DUH�VHW�DVLGH�
�P¶NXGHVKHW��WR�PH�´�+H�WKHUHE\�FKDQJHV�KHU�VWDWXV�DQG�³EHWURWKV´�KHU�WR�KLPVHOI��VXFK�WKDW�VKH�LV�QRZ�
H[FOXVLYHO\�LQ�UHODWLRQVKLS�WR�KLP�DQG��VH[XDOO\��IRUELGGHQ�WR�DQ\�RWKHU�PDQ��VKH�GRHV�QRW�VLPLODUO\�
FKDQJH�KLV�VWDWXV��QRU�GRHV�VKH�DFTXLUH�D�ULJKW�WR�VH[XDO�H[FOXVLYLW\�IURP�KLP���7KLV�LV�QRW�WR�VD\�WKDW�WKH�
ZLOO�DQG�LQWHQW�RI�WKH�ZRPDQ�DUH�LPPDWHULDO��DV�E��.LGG���D�E�PDNHV�FOHDU�WKDW�WKH�ZRPDQ¶V�FRQVHQW�LV�
QHFHVVDU\��KHU�FRQVHQW��KRZHYHU��QHHG�RQO\�EH�LQGLFDWHG�SDVVLYHO\��WKURXJK�KHU�DFFHSWDQFH�RI�WKH�LWHP�RI�
YDOXH�RU�GRFXPHQW�WKDW�HIIHFWV�WKH�NLGGXVKLQ��

1RWH�DOVR�WKDW�W��.LGG������DFWXDOO\�DOORZV�VHYHUDO�RSWLRQV�RI�ZKDW�WKH�PDQ�PLJKW�VD\�WR�WKH�
ZRPDQ��LQFOXGLQJ�EXW�QRW�OLPLWHG�WR�³\RX�DUH�P¶NXGHVKHW�WR�PH�´�:KDW�OLQNV�YDOLG�VWDWHPHQWV�LV�WKDW�LQ�
HDFK�FDVH�LW�LV�WKH�PDQ�ZKR�PDNHV�D�VWDWHPHQW�DERXW�WKH�ZRPDQ¶V��QRZ�FKDQJHG��VWDWXV��LQGLFDWLQJ�KHU�
H[FOXVLYLW\�WR�KLP�DQG�RU�KLV�FRQWURO�RYHU�KHU�DQG�RU�KHU�VWDWXV�DV�KLV�EHWURWKHG�RU�ZLIH����2QO\�UHJDUGLQJ�
D�EHWURWKDO�LQ�ZKLFK�WKH�PDQ�LV�WKH�VROH�DQG�IXOO\�DFWLYH�SDUW\�LQ�LQLWLDWLQJ�WKH�EHWURWKDO�DQG�VWDWLQJ�WKH�
LQWHQW�WKDW�KLV�DFWLRQV�FKDQJH�KHU�VWDWXV�DQG�FUHDWH�D�EHWURWKDO�±�D�SULQFLSOH�ZKLFK�WKH�DPRUD�5DY�3DSSD�
�E��.LGG���E��DQG�VXEVHTXHQW�KDODNKLF�OLWHUDWXUH�VXPPDUL]HG�XQGHU�WKH�UXEULF�RI�³ʠʥʤ�ʸʮʠʥ�ʠʥʤ�ʯʺʰ�´�³KH�
JDYH�DQG�KH�VDLG´�±�LV�LW�DEVROXWHO\�FHUWDLQ�WKDW�D�ELQGLQJ�EHWURWKDO�KDV�WDNHQ�SODFH�

2QH�SDUWLFXODUO\�JODULQJ�SUDFWLFDO�SUREOHP�IORZV�IURP�WKH�QDWXUH�RI�XQLODWHUDO�PDUULDJH�WKURXJK�
NLGGXVKLQ��LW�LV�GLUHFWO\�WLHG�WR�WKH�OHJDO�QDWXUH�RI�GLYRUFH��%HFDXVH�PDUULDJH�LV�VWUXFWXUHG�DV�D�XQLODWHUDO�
IRUP�RI�DFTXLVLWLRQ��LW�LV�WKH�DFTXLUHU��L�H���WKH�KXVEDQG��ZKR�PXVW�UHOLQTXLVK�KLV�DFTXLVLWLRQ��.LGGXVKLQ�
DQG�GLYRUFH�PLUURU�HDFK�RWKHU��GLYRUFH�WRR�LV�D�XQLODWHUDO�DFW�LQ�ZKLFK�WKH�KXVEDQG�SUHVHQWV�KLV��DERXW�WR�
EH�H[���ZLIH�ZLWK�WKH�JHW��ZKLFK�H[SOLFLWO\�UHYHUVHV�DQG�UHOHDVHV�ZKDW�LV�HQDFWHG�DW�NLGGXVKLQ��³%HKROG�
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RI�WKH�5DEELV´��DQG�*DLO�/DERYLW]��³µ+H�)RUELGV�+HU�WR�$OO¶��$�/LQJXLVWLF�/RRN�DW�.LGGXVKLQ��3DUW���´�&RQVHUYDWLYH�
-XGDLVP����������������±���
���7KLV�IXUWKHU�PHDQV�WKDW�NLGGXVKLQ�LV�EDVHG�RQ�KHWHURQRUPDWLYH�DVVXPSWLRQV��DQG��DV�ZLOO�EH�VHHQ�EHORZ�VKRUWO\��

WKLV�FUHDWHV�FKDOOHQJHV�ERWK�SUDFWLFDO�DQG�FRQFHSWXDO�IRU�WKH�SRVVLELOLW\�RI�DGDSWLQJ�LW�IRU�VDPH�VH[�PDULWDO�XQLRQV��,�
ZLOO�DOVR�SXUVXH�WKLV�SRLQW�IXUWKHU�ZKHQ�,�FRPH�WR�D�GLVFXVVLRQ�RI�DOWHUQDWH�PDUULDJH�FHUHPRQLHV�
���7KLV�LV�D�OHJDF\�RI�-XGDLVP¶V�SRO\J\QRXV�URRWV�LQ�WKH�%LEOH�DQG�HDUO\�UDEELQLF�KDODNKLF�OLWHUDWXUH��7HFKQLFDOO\��LW�

UHPDLQV�WKH�FDVH�GHVSLWH�WKH�EDQ�RQ�SRO\J\Q\��IRU�$VKNHQD]L�FRPPXQLWLHV��DWWULEXWHG�WR�5DEEHQX�*HUVKRP�0DRU�KD�
*RODK��QRWDEO\��WKH�GHFUHH�GRHV�QRW�QHJDWH�WKH�OHJDOLW\�RI�D�PDQ¶V�DGGLWLRQDO�PDUULDJH�XQGHUWDNHQ�LQ�YLRODWLRQ�RI�WKH�
EDQ��:HUH�DQ�DOUHDG\�PDUULHG�PDQ�WR�HQDFW�DQ\�RI�WKH�YDOLG�ULWHV�RI�NLGGXVKLQ�ZLWK�DQ�XQPDUULHG�ZRPDQ��ZKRP�KH�LV�
RWKHUZLVH�OHJDOO\�DEOH�WR�EHWURWK���WKH�NLGGXVKLQ�ZRXOG�EH�ELQGLQJ��VHH�'DUNKHL�0RVKH�WR�7XU�(�+�����DQG�%HLW�
6KPXHO����WR�6KXOKDQ�$UXNK�(�+���������DQG�DOO�WKH�PRUH�VR�D�VH[XDO�UHODWLRQVKLS�WKDW�KH�HQJDJHV�LQ�ZLWK�D�ZRPDQ�
RWKHU�WKDQ�KLV�RQH�OHJDO�ZLIH�GRHV�QRW�IDOO�XQGHU�WKH�OHJDO��7RUDLWLF�GHILQLWLRQ�RI�DGXOWHU\�XQOHVV�WKDW�ZRPDQ�LV�
PDUULHG�WR�DQRWKHU�PDQ��0RUHRYHU��ZKLOH�WKH�FRQGLWLRQV�IRU�OLIWLQJ�WKH�EDQ�RQ�D�PDQ�DUH�QRW�PHDQW�WR�EH�HDVLO\�PHW��
QRQHWKHOHVV�WKH�SRVVLELOLW\�GRHV�H[LVW��DQG�LV�HQFRGHG�HYHQ�LQ�RQH�RI�WKH�HDUOLHVW�NQRZQ�UHSRUWV�RI�WKH�WDNDQDK��IURP�
WKH�0DKDUDP�RI�5RWKHQEHUJ��5HVSRQVD��3DUW���>3UDJXH�SULQWLQJ@��VLPDQ�������VHH�DOVR�VLPDQLP�����������DQG��������
7KH�WDNDQDK�GLG�QRW��KRZHYHU��LQFOXGH�DQ\�SRVVLELOLW\�RI�UHOHDVH�IRU�WKH�ZLIH�H[FHSW�E\�D�GLYRUFH�IUHHO\�JUDQWHG�E\�
WKH�KXVEDQG��HYHQ�LI�KH�YLRODWHG�WKH�WDNDQDK�RU�RWKHUZLVH�EHKDYHG�LQ�D�ZD\�XQEHILWWLQJ�WR�-HZLVK�KXVEDQGV�
���$�QXPEHU�RI�SURSRVDOV�DUH�QRZ�LQ�XVH�DQG�PRUH�ZLGHO\�XQGHU�GLVFXVVLRQ�WKDW�VXJJHVW�UHVSRQVHV�WKH�EULGH�FDQ�

PDNH�WR�DFWLYHO\�LQGLFDWH�KHU�ZLOOLQJ�DFFHSWDQFH�RI�WKH�NLGGXVKLQ��LQFOXGLQJ�ZLWKLQ�WKH�2UWKRGR[�ZRUOG��6HH��DV�MXVW�D�
IHZ�H[DPSOHV��%HYHUO\�*ULEHW]�DQG�(G�*UHHQVWHLQ��³6RPHWKLQJ�2OG��6RPHWKLQJ�1HZ�´�-2)$�-RXUQDO���������������
	����DQG�WKH�DUWLFOH�³7KLUWHHQ�ZD\V�WR�HQULFK�\RXU�ZHGGLQJ´��QR�DXWKRU�JLYHQ��LQ�WKH�VDPH�LVVXH�����5DEEL�'RY�
/LQ]HU��³$QL�/L¶'RGL�YL¶'RGL�/L��7RZDUGV�D�0RUH�%DODQFHG�:HGGLQJ�&HUHPRQ\�´�-2)$�-RXUQDO�����������������
6HH�DOVR�WKH�GLVFXVVLRQ�RI�³PXWXDOL]HG´�NLGGXVKLQ�DQG�RU�GRXEOH�ULQJ�FHUHPRQLHV�EHORZ�LQ�WKLV�,QWURGXFWLRQ�
����6HH�DOVR�E��.LGG���D�IRU�DGGLWLRQDO�H[SUHVVLRQV�WKDW�DUH�FHUWDLQO\�RU�SRVVLEO\�YDOLG��0RUHRYHU��FRQWH[W�PDWWHUV�±�

ZKHQ�D�PDQ�PDNHV�D�VWDWHPHQW�RI�WKLV�VRUW�WR�D�ZRPDQ��LW�PXVW�EH�UHDVRQDEOH�IRU�WKH�ZRPDQ�WR�XQGHUVWDQG�WKDW�WKH�
PDQ�PLJKW�LQWHQG�D�EHWURWKDO��DV�IRU�H[DPSOH�ZKHQ�WKH�WZR�KDYH�DOUHDG\�EHHQ�GLVFXVVLQJ�PDWWHUV�UHODWHG�WR�PDUULDJH��
7KXV��LI�D�PDQ�ZHUH�WR�VD\�VXFK�D�SKUDVH�WR�D�ZRPDQ�LQ�WKH�FRQWH[W�RI�DQ�DFWXDO�ZHGGLQJ�FHUHPRQ\��WKH�LQWHQW�ZRXOG�
EH�FRQVLGHUHG�FOHDU�DQG�WKH�NLGGXVKLQ�ELQGLQJ��,�ZLOO�UHWXUQ�WR�WKLV�SRLQW�EHORZ��



\RX�DUH�SHUPLWWHG�WR�DQ\�PDQ�´�$JDLQ��WKLV�DFW�DQG�IRUPXOD�KDV�LWV�RULJLQV�LQ�WKH�HDUOLHVW�RI�UDEELQLF�WH[WV�
�P��*LWW��������DQG�GHVSLWH�PXFK�OHJDO�GHYHORSPHQW�LQ�WKH�LQWHULP��KDV�QRW�VLJQLILFDQWO\�FKDQJHG�LWV�
XQGHUO\LQJ�EDVLV��7KH�GLYRUFH�PXVW�KDSSHQ�DW�WKH�KXVEDQG¶V�IUHH�ZLOO�DQG�ZLWK�KLV�IXOO�FRQVHQW��P��<HY��
������W��%�%���������D�FULWHULRQ�WKDW�KDV��LI�DQ\WKLQJ��EHHQ�VWUHQJWKHQHG�RYHU�WLPH�VXFK�WKDW�DQ\�VXVSLFLRQ�
ZKDWVRHYHU�RI�FRHUFLYH�SUHVVXUH�EURXJKW�WR�EHDU�PD\�EH�FRQVLGHUHG�E\�VRPH�DUELWHUV�WR�LQYDOLGDWH�WKH�
JHW����+HU�FRQVHQW�WR�GLYRUFH��RQ�WKH�RWKHU�KDQG��LV�QRW�UHTXLUHG�LQ�FODVVLFDO�VRXUFHV��P��<HY�������W��%%�
���������$OUHDG\�LQ�UDEELQLF�WLPHV�WKHQ��WDQQDLP�DQG�DPRUDLP�ZHUH�DZDUH�RI�WKH�SKHQRPHQRQ�RI�WKH�
DJXQDK��D�ZRPDQ�WUDSSHG�LQ�KHU�PDUULHG�VWDWXV�EHFDXVH�KHU�KXVEDQG�ZDV�XQDEOH�WR�IUHHO\�JLYH�D�JHW��GXH��
IRU�LQVWDQFH��WR�PHQWDO�LQVWDELOLW\��RU�EHFDXVH�KLV�ZKHUHDERXWV�ZHUH�XQNQRZQ��WKH�PDQ�ZKR�KDG�
GLVDSSHDUHG�RU�ZKRVH�GHDWK�FRXOG�QRW�EH�GHILQLWLYHO\�FRQILUPHG���QHLWKHU�WKH�ZRPDQ�QRU�WKH�FRXUW�KDG�
UHFRXUVH�WR�HQG�WKH�PDUULDJH�ZLWKRXW�WKH�KXVEDQG¶V�SDUWLFLSDWLRQ��,Q�PRGHUQ�WLPHV�LQ�SDUWLFXODU��WKHUH�KDV�
DOVR�DULVHQ�DQRWKHU�W\SH�RI�DJXQRW��VRPHWLPHV�GLVWLQJXLVKHG�E\�WKH�WHUP�³P¶VXUDYRW�JHW�´�7KHVH�DUH�FDVHV�
LQ�ZKLFK�WKH�JHW�LV�ZLWKKHOG�E\�WKH��H[���KXVEDQG�DV�D�PDWWHU�RI�VSLWH�RU�H[WRUWLRQ��WKHUHE\�SUHYHQWLQJ�WKH�
ZLIH�IURP�UHPDUU\LQJ�RU�HYHQ�KDYLQJ�DQRWKHU�UHODWLRQVKLS�XQGHU�-HZLVK�ODZ��$Q\�UHODWLRQVKLS�VKH�GRHV�
HQWHU�ZLOO�EH�GHHPHG�DGXOWHURXV��ZLWK�WKH�DGGLWLRQDO�UHVXOW�WKDW�VKH�PD\�EH�SURKLELWHG�IURP�PDUU\LQJ�WKH�
VHFRQG�PDQ�LI�DQG�ZKHQ�D�GLYRUFH�LV�IRUWKFRPLQJ�DQG�RU�FKLOGUHQ�ERUQ�WR�WKH�UHODWLRQVKLS�ZLOO�EH�GHHPHG�
PDP]HULP����

,QGHHG��LQ�WKHLU�SDSHU��³5LWXDOV�DQG�'RFXPHQWV�RI�0DUULDJH�DQG�'LYRUFH�IRU�6DPH�6H[�&RXSOHV�´�
5DEEL�(OOLRW�'RUII��'DQLHO�1HYLQV��DQG�$YUDP�5HLVQHU�GLVFXVVHG�VHYHUDO�UHDVRQV�ZK\�WKH\�IHOW�LW�
SUREOHPDWLF�WR�H[WHQG�WKH�PRGHO�RI�PDUULDJH�WKURXJK�NLGGXVKLQ�WR�VDPH�VH[�FRXSOHV�VHHNLQJ�WR�PDUU\�LQ�D�
-HZLVK�FHUHPRQ\��FLWLQJ�WKHVH�YHU\�FRQFHUQV�DERXW�WKH�XQLGLUHFWLRQDO��DQG�JHQGHUHG��QDWXUH�RI�WKLV�
PHWKRG��DQG�WKH�UHVXOWLQJ�VXIIHULQJ�FUHDWHG�ZKHQ�D�PDQ�UHIXVHV�WR�JUDQW�KLV�ZLIH�D�JHW����,W�LV�WUXH��DV�
'RUII��1HYLQV��DQG�5HLVQHU�DOVR�GHOLQHDWH��WKDW�WKHUH�DUH�PXOWLSOH�ZD\V�LQ�ZKLFK�WKH�&RQVHUYDWLYH�
0RYHPHQW�DQG�WKH�&-/6�KDYH�LQ�WKH�SDVW�DOORZHG�IRU�PRUH�HJDOLWDULDQ�H[SUHVVLRQV�ZLWKLQ�WKH�WUDGLWLRQDO�
ZHGGLQJ�FHUHPRQ\�DQG�KDYH�OHJLVODWHG�PHDQV�WR�HOLPLQDWH�LQ�SUDFWLFH�WKH�PRVW�HJUHJLRXV�DEXVHV�WKDW�FDQ�
IORZ�IURP�WKH�PRGHO�RI�NLGGXVKLQ��VXFK�WKDW�WKH�PDWHULDO�GDQJHUV�±�IRU�ZRPHQ�LQ�SDUWLFXODU�±�DUH�QR�
ORQJHU�D�VLJQLILFDQW�VRFLDO�SUREOHP�LQ�RXU�FRPPXQLWLHV����1RQHWKHOHVV��WKH�IXQGDPHQWDOO\�XQHTXDO�OHJDO�
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����6HH��DV�D�SULPH�H[DPSOH�±�RU�HYHQ�LQVWLJDWRU�±�RI�WKLV�WUHQG��WKH�YLHZ�RI�5DEEHQX�7DP�DV�IRXQG�LQ�7RVDIRW�WR�E��
.HW����E��ʤʬ�ʯʰʩʴʩʩʫ�ʠʬ�ʩʬʲ�ʱʩʠʮ�ʤʸʮʠ�ʬʡʠ�ʤ´ʣ�
����,W�LV�WUXH�WKDW�DFFRUGLQJ�WR�DQRWKHU�GHFUHH�DWWULEXWHG�WR�5DEEHQX�*HUVKRP��DJDLQ��VHH�5HVSRQVD�RI�WKH�0DKDUDP�

RI�5RWKHUEHUJ��3DUW����VLPDQ��������D�ZRPDQ�PXVW�DOVR�DFFHSW�WKH�JHW�RI�KHU�RZQ�IUHH�ZLOO��+RZHYHU��VRPH�UHPHGLHV�
H[LVW�IRU�D�PDQ�ZKRVH�ZLIH�UHIXVHV�WR�DFFHSW�D�JHW��ZKLOH�DV�DOUHDG\�QRWHG�DERYH�WKH�RSSRVLWH�LV�OHVV��LI�DW�DOO��WKH�
FDVH��VLPLODUO\��WKH�VHYHULW\�RI�WKH�SHQDOWLHV�WKDW�ZLOO�UHVXOW�IURP�D�UHODWLRQVKLS�KH�FRQGXFWV�GHVSLWH�WKH�DEVHQFH�RI�D�
GLYRUFH��HLWKHU�IRU�KLP�RU�IRU�WKH�VWDWXV�RI�DQ\�FKLOGUHQ�KH�PLJKW�IDWKHU��LQ�QR�ZD\�EHJLQ�WR�DSSURDFK�WKRVH�WKDW�UHVXOW�
IRU�WKH�XQGLYRUFHG�ZRPDQ�
����%XW�VHH�³0DP]HUXW�´�E\�5DEEL�(OLH�.DSODQ�6SLW]��

KWWS���ZZZ�UDEELQLFDODVVHPEO\�RUJ�LQGH[�SKS�VLWHV�GHIDXOW�ILOHV�SXEOLF�KDODNKDK�WHVKXYRW����������FRQVHUYMXG�BPD
P]HUXW�BVSLW]B�����SGI�
$OO�OLQNV�LQ�WKLV�WHVKXYDK�ZHUH�YDOLG�DV�RI�0DUFK���������
����(OOLRW�1��'RUII��'DQLHO�6��1HYLQV��DQG�$YUDP�,��5HLVQHU��³5LWXDOV�DQG�'RFXPHQWV�RI�0DUULDJH�DQG�'LYRUFH�IRU�

6DPH�6H[�&RXSOHV�´�KWWS���ZZZ�UDEELQLFDODVVHPEO\�RUJ�VLWHV�GHIDXOW�ILOHV�DVVHWV�SXEOLF�KDODNKDK�WHVKXYRW������
�����VDPH�VH[�PDUULDJH�DQG�GLYRUFH�DSSHQGL[�SGI��VHH�SDUWLFXODUO\�����
����7ZR�RI�WKHVH�DUH�SUH�QXSWLDO�LQWHUYHQWLRQV�WR�IRUHVWDOO�RU�FLUFXPYHQW�GLYRUFH�UHFDOFLWUDQFH��WKH�/LHEHUPDQ�

FODXVH�DQG�NLGGXVKLQ�DO�W¶QDL��FRQGLWLRQDO�PDUULDJH���$�WKLUG�PHWKRG�FXUUHQWO\�LQ�XVH�LQ�WKH�&RQVHUYDWLYH�0DVRUWL�
0RYHPHQW��WKDW�LV��KDIND¶DW�NLGGXVKLQ��WKH�UHWURDFWLYH�DQQXOPHQW�RI�PDUULDJH�E\�WKH�RUGHU�RI�D�EHLW�GLQ��LV�DQ�H[�SRVW�
IDFWR�VROXWLRQ��ZKHQ�QR�SULRU�VWHSV�ZHUH�WDNHQ�WR�IRUHVWDOO�GLYRUFH�UHFDOFLWUDQFH��RU�ZKHQ�WKRVH�VWHSV�IDLOHG�WR�SUHYHQW�
UHFDOFLWUDQFH��ZKLFK�FDQ�UHPDLQ�D�SRVVLELOLW\�SDUWLFXODUO\�XQGHU�WKH�/LHEHUPDQ�FODXVH�RU�RWKHU�VLPLODU�SUH�QXSWLDO�
DJUHHPHQWV�FXUUHQWO\�LQ�FLUFXODWLRQ�SDUWLFXODUO\�LQ�WKH�0RGHUQ�2UWKRGR[�FRPPXQLW\��
7KH�RULJLQDO�VRXUFHV�RQ�WKHVH�PHWKRGV�DUH�



IUDPHZRUN�RI�NLGGXVKLQ�DQG�JHW�UHPDLQV�WKH�PHDQV�E\�ZKLFK�PDQ\�-HZLVK�PDUULDJHV�DQG�GLYRUFHV��ERWK�
LQ�&RQVHUYDWLYH�DQG�RWKHU�FRQWH[WV��WDNH�SODFH�

.LGGXVKLQ�WKXV�SUHVHQWV�D�FKDOOHQJH�WR�WKRVH�VHHNLQJ�D�PRUH�HJDOLWDULDQ�H[SUHVVLRQ�RI�-HZLVK�ODZ�
DQG�ULWXDO��ERWK�LQ�D�SUDFWLFDO�ZD\�DV�MXVW�RXWOLQHG��DQG�RQ�D�PRUH�IRXQGDWLRQDO�OHYHO�LQ�WKDW�PDUULDJH�E\�D�
XQLODWHUDO�DFW�DQG�PHWDSKRUV�RI�RZQHUVKLS�LV�QRW�D�PRGHO�WKDW�FDQ�FRPIRUWDEO\�ILW�ZLWK�D�PRGHUQ�
XQGHUVWDQGLQJ�RI�PDUULDJH�DV�D�SDUWQHUVKLS�RI�HTXDOV����,QGHHG��LW�LV�QRW�XQFRPPRQ�QRZDGD\V�IRU�FRXSOHV�
HDFK�WR�JLYH�WKH�RWKHU�D�ULQJ�XQGHU�WKH�KXSSDK��DQG�WKDW�LQ�VRPH�FDVHV�WKH�EULGH�DGGLWLRQDOO\�VD\V�WR�WKH�
JURRP��³%HKROG��\RX�DUH�EHWURWKHG�WR�PH����´�,W�ZRXOG�VHHP�WKDW�PRGHUQ�-HZV��LQFOXGLQJ�
&RQVHUYDWLYH�0DVRUWL�-HZV��DUH�DOUHDG\�VHHNLQJ��DQG�HYHQ�EHOLHYH�WKH\�DUH�HQDFWLQJ�D�PRGHO�RI�PDUULDJH�
DQG�NLGGXVKLQ�WKDW�LV�PXWXDO�DQG�UHFLSURFDO�

:KHQ�YLHZHG�IURP�D�KDODNKLF�SHUVSHFWLYH��KRZHYHU��PXWXDOLW\�LV�HOXVLYH��7KHUH�DUH��EURDGO\��WZR�
GLDPHWULFDOO\�RSSRVHG�ZD\V�WR�XQGHUVWDQG�ZKDW�KDSSHQV�KDODNKLFDOO\�LQ�VXFK�DQ�LQVWDQFH�±�QHLWKHU�RI�
ZKLFK�LV�WKDW�WKH�ZRPDQ�KDV�WKHUHE\�EHWURWKHG�WKH�PDQ��7KH�RSHQ�TXHVWLRQ�LV�RQO\�ZKHWKHU�KLV�EHWURWKDO�
RI�KHU�LV�HIILFDFLRXV����2QH�SRVVLELOLW\�LV�WKDW�ZKHQ�HDFK�SHUVRQ�JLYHV�D�ULQJ�WR�WKH�RWKHU�±�HVSHFLDOO\�LI�WKH�
ZRPDQ�VD\V�VRPHWKLQJ�SDUDOOHO�WR�WKH�PDQ¶V�NLGGXVKLQ�IRUPXOD�±�WKH�UHVXOW�LV�DQ�HTXDO�H[FKDQJH��ZKLFK�
WKHUHE\�WKURZV�LQWR�TXHVWLRQ�RU�HQWLUHO\�YLWLDWHV�WKH�QDWXUH�RI�WKH�WUDQVDFWLRQ�DV�DQ�DFTXLVLWLRQ�

:KHQ�D�ZRPDQ�JLYHV�D�PDQ�D�ULQJ�LQ�UHWXUQ��WKH\�DUH�VLPSO\�H[FKDQJLQJ�DUWLFOHV�RI�YDOXH«1RZ�
WKH\�KDYH�MXVW�PDGH�D�WUDGH��DQG�QRW�HIIHFWHG�D�FKDQJH�RI�KHU�VWDWXV��WR�D�PDUULHG�ZRPDQ��7KH�
OHJDO�WUDQVDFWLRQ�LPSOLHG�E\�WKH�JURRP�JLYLQJ�WKH�EULGH�D�ULQJ�KDV�QRZ�EHHQ�PDWFKHG�RQH�IRU�RQH��
DQG�WKHUHE\�FDQFHOOHG��+HU�VWDWXV�UHPDLQV�XQFKDQJHG��,W�LV�DV�LI�WKH�EULGH�KDV�QRW�UHFHLYHG�
DQ\WKLQJ�DW�DOO��RU�DV�LI�VKH�KDV�JLYHQ�EDFN�WKH�JLIW���
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���7KH�/LHEHUPDQ�&ODXVH��7KH�SURSRVDO�IRU�WKH�FODXVH�ZDV�SUHVHQWHG�LQ�WKH�³5HSRUW�RI�WKH�-RLQW�/DZ�&RQIHUHQFH´�
RI�������UHSULQWHG�LQ�'DYLG�*ROLQNLQ��HG���3URFHHGLQJV�RI�WKH�&RPPLWWHH�RQ�-HZLVK�/DZ�DQG�6WDQGDUGV�RI�WKH�
&RQVHUYDWLYH�0RYHPHQW�����±�����>9ROXPH�7ZR��7KH�$JXQDK�3UREOHP@�>-HUXVDOHP��7KH�5DEELQLFDO�$VVHPEO\�
DQG�7KH�,QVWLWXWH�RI�$SSOLHG�+DODNKDK������@����±����VHH�DOVR�3 URI��/LHEHUPDQ¶V�RZQ�UHSRUW�RQ�WKH�SURSRVDO�DQG�WKH�
PLQXWHV�RI�WKH�HQVXLQJ�GLVFXVVLRQ�����±����7KH�DGRSWLRQ�RI�WKH�SURSRVDO��DQG�WKH�LQLWLDO�YHUVLRQ�RI�WKH�FODXVH��LV�
IRXQG�LQ�³7KH�6WHHULQJ�&RPPLWWHH�RI�WKH�-RLQW�/DZ�&RQIHUHQFH�����������DJDLQ�LQ�*ROLQNLQ�����±����GLVFXVVLRQ�
IROORZV�����±���
���.LGGXVKLQ�DO�7¶QDL��5DEELV�(OL�%RKQHQ��(GZDUG�*HUVKILHOG��%HQMDPLQ�.UHLWPDQ��DQG�6H\PRXU�6LHJHO��³7¶QDL�

%¶NLGGXVKLQ�´�LQ�*ROLQNLQ�����±���
���5DEEL�'DYLG�$URQVRQ��³.HGDW�0RVKH�9H\LVUDHO�´�LQ�*ROLQNLQ�����±���
)XUWKHU�GLVFXVVLRQ�RI�VRPH�RU�DOO�RI�WKHVH�PHWKRGV��DV�GLVFXVVHG�DQG�HPSOR\HG�LQ�ERWK�&RQVHUYDWLYH�DQG�2UWKRGR[�

KDODNDKDK�KDODNKLF�VRXUFHV�FDQ�EH�IRXQG�LQ�0DUN�:DVKRIVN\��³7KH�5HFDOFLWUDQW�+XVEDQG��7KH�3UREOHP�RI�
'HILQLWLRQ�´�7KH�-HZLVK�/DZ�$QQXDO��������������±����0RQLTXH�6XVVNLQG�*ROGEHUJ�DQG�'LDQD�9LOOD��=D¶DNDW�
'RORW��+DODNKLF�6ROXWLRQV�IRU�WKH�$JXQRW�RI�2XU�7LPH��-HUXVDOHP��7KH�6FKHFKWHU�,QVWLWXWH�RI�-HZLVK�6WXGLHV���������
0HODQLH�/DQGDX��7UDGLWLRQ�DQG�(TXDOLW\�LQ�-HZLVK�0DUULDJH��%H\RQG�WKH�6DQFWLILFDWLRQ�RI�6XERUGLQDWLRQ��/RQGRQ��
1HZ�<RUN��&RQWLQXXP���������/DERYLW]��³%HKROG�<RX�$UH�>)LOO�LQ�WKH�%ODQN@�WR�0H�´����±���
����6HH�DOVR�WKH�ZRUNV�RI�$GOHU��(QJHQGHULQJ�-XGDLVP�DQG�'DYLG�*UHHQVWHLQ��³(TXDOLW\�DQG�6DQFWLW\��5HWKLQNLQJ�

-HZLVK�0DUULDJH�LQ�7KHRU\�DQG�LQ�&HUHPRQ\�´�*¶YDQLP��������������±����HDFK�RI�ZKRP�SUHVHQW�YDULDQWV�RI�WKLV�
SRLQW�TXLWH�IRUFHIXOO\��WKHLU�DOWHUQDWLYH�SURSRVDOV�ZLOO�EH�GLVFXVVHG�LQ�GHWDLO�EHORZ�
����:KLFK�LV�FRQQHFWHG�WR��EXW�QRW�LGHQWLFDO�WR�WKH�TXHVWLRQ�RI�ZKHWKHU�VXFK�DQ�H[FKDQJH�RXJKW�WR�EH�SHUPLWWHG�

HYHQ�LI�NLGGXVKLQ�LV�VWLOO�HIIHFWHG���6HH�WKH�UHVW�RI�WKLV�SDUDJUDSK�DQG�WKH�QRWHV�WKHUHWR�
����5DEEL�<RVHI�5HVQLFN��³,V�D�'RXEOH�5LQJ�&HUHPRQ\�.RVKHU"´�

KWWSV���ZZZ�FKDEDG�RUJ�OLEUDU\�DUWLFOHBFGR�DLG��������MHZLVK�,V�D�'RXEOH�5LQJ�:HGGLQJ�&HUHPRQ\�.RVKHU�KWP��
)RU�WKLV�UHDVRQ��PDQ\�DXWKRULWLHV�IRUELG�D�GRXEOH�ULQJ�FHUHPRQ\�DOWRJHWKHU��2WKHUV�PD\�SHUPLW�LW�RQO\�VR�ORQJ�DV�D�
FOHDU�GLVWLQFWLRQ�LV�PDGH�EHWZHHQ�KLV�HVVHQWLDO�OHJDO�DFW�RI�NLGGXVKLQ�DQG�KHU�QRQ�OHJDO��YROXQWDU\�JLIW�WR�KLP��IRU�
H[DPSOH��E\�PRYLQJ�KHU�DFW�WR�D�GLIIHUHQW��ODWHU�SDUW�RI�WKH�FHUHPRQ\��RU�E\�WKH�UDEEL�RU�WKH�EULGH�PDNLQJ�D�FOHDU�
VWDWHPHQW�WKDW�KHU�ULQJ�LV�PHDQW�VROHO\�DV�D�JLIW�DQG�D�VLJQ�RI�KHU�GHVLUH�WR�HQWHU�WKH�PDUULDJH��



7KH�PRUH�FRPPRQ�DSSURDFK��KRZHYHU��LV�WKDW�RQFH�WKH�JURRP�JLYHV�WKH�EULGH�DQ�LWHP�RI�YDOXH�DQG�UHFLWHV�
WKH�DSSURSULDWH�IRUPXOD��KLV�DFTXLVLWLRQ�RI�KHU�WDNHV�KROG��DQ\�VXEVHTXHQW�DFWLRQ�RU�VWDWHPHQW�RQ�KHU�SDUW�
LV�VLPSO\�OHJDOO\�PHDQLQJOHVV��5DEEL�0RVKH�)HLQVWHLQ��RQH�RI�WKH�PRVW�LQIOXHQWLDO�2UWKRGR[�SRVNLP��OHJDO�
GHFLVRUV��RI�WKH���WK�FHQWXU\��IRU�H[DPSOH��ZURWH��,JJURW�0RVKH��(YHQ�+D¶(]HU��������

�ʭʤ�ʤʸʮʠʹ�ʤʮ�ʤʸʮʠ�ʭʢʥ�ʤʰʺʰ�ʠʩʤ�ʭʢʹ�ʤʮʥ��ʭʩʸʥʮʢ�ʯʩʹʥʣʩʷ�ʭʤ�ʯʩʣʫ�ʤʹʣʷʺʰ�ʸʡʫʹ�ʸʧʠʮ�ʯʩʹʥʣʩʷʤ�ʯʩʰʲʬ�ʩʠʣʥ
��ʺʥʨʹʥ�ʬʡʤ�ʩʸʡʣ

&HUWDLQO\��UHJDUGLQJ�WKH�PDWWHU�RI�NLGGXVKLQ��VLQFH�VKH�KDV�DOUHDG\�EHHQ�ODZIXOO\�EHWURWKHG��LW�LV�
FRPSOHWH�NLGGXVKLQ��DQG�WKH�IDFW�WKDW�VKH�DOVR�JDYH��D�ULQJ��DQG�VDLG��WKH�IRUPXOD��±�ZKDW�VKH�VDLG�
DUH�ZRUGV�RI�HPSWLQHVV�DQG�IRROLVKQHVV���

�&RQVHUYDWLYH�OHJDO�VRXUFHV��XQWLO�TXLWH�UHFHQWO\��ZHUH�VRPHZKDW�FRQIOLFWHG�RQ�ZKHWKHU�VXFK�D�VWDWHPHQW�
VKRXOG�EH�SHUPLWWHG��2Q�WKH�RQH�KDQG��ZH�ILQG�WKH�IROORZLQJ�LQ�WKH�&-/6�6XPPDU\�,QGH[��0DUULDJH�DQG�
'LYRUFH�XQGHU�WKH�KHDGLQJ�³'RXEOH�5LQJ�&HUHPRQ\´��������³$�UDEEL�PD\�RIILFLDWH�DW�D�GRXEOH�ULQJ�
FHUHPRQ\��7KHUH�DUH�YDULRXV�IRUPXODH�IRU�ZKDW�WKH�ZRPDQ�VD\V��EXW�XQGHU�QR�FLUFXPVWDQFHV�PD\�VKH�VD\�
ʩʬ�ʹʣʥʷʮ�ʤʺʠ�ʩʸʤ´����VLPLODUO\�WKH�5$�5DEEL¶V�0DQXDO�GRHV�DOORZ�IRU�WKH�EULGH�WR�JLYH�D�ULQJ�DQG�PDNH�D�
VWDWHPHQW�WR�WKH�JURRP��EXW�GRHV�QRW�LQFOXGH�³+DUHL�DWDK���´�DV�DQ�RSWLRQ����2Q�WKH�RWKHU�KDQG��5DEEL�
,VDDF�.OHLQ�SUHVHQWHG�D�GLIIHUHQW�FRQFOXVLRQ�

6RPH�DXWKRULWLHV�REMHFW�WR�WKLV�SUDFWLFH«HVSHFLDOO\�LI�WKH�IRUPXOD�XVHG�E\�WKH�EULGH�LV�WKH�VDPH�
DV�WKH�RQH�XVHG�E\�WKH�JURRP��/HJDOO\��KRZHYHU��WKHUH�FDQ�EH�QR�REMHFWLRQ��2QFH�WKH�WUDGLWLRQDO�
IRUPXOD�KDV�EHHQ�UHFLWHG�WKH�EHWURWKDO�LV�ELQGLQJ��DQG�ZKDWHYHU�LV�DGGHG�LV�RI�QR�OHJDO�
VLJQLILFDQFH���

7KXV��XS�XQWLO�QRZ��HYHQ�LQ�&RQVHUYDWLYH�0DVRUWL�FRQWH[WV��WKRVH�ZKR�KDYH�SHUPLWWHG�D�³PXWXDOL]HG´�
NLGGXVKLQ�VWDWHPHQW�SUHVXPDEO\�GLG�VR�RQO\�EDVHG�RQ�.OHLQ¶V�HQGRUVHPHQW�RI�WKH�XQGHUVWDQGLQJ�WKDW�WKH�
ZRPDQ¶V�VWDWHPHQW�LV�LQ�QR�ZD\�OHJDOO\�HIILFDFLRXV��$V�RI�)HEUXDU\�RI�������WKH�&-/6�DGRSWHG�D�WHVKXYDK�
E\�5DEEL�3DPHOD�%DUPDVK¶V�ZKLFK�UXOHV�WKDW�³(JDOLWDULDQ�NLGGXVKLQ�QHFHVVLWDWHV�WKDW�WKH�GHFODUDWLRQ�RI�
WKH�JURRP�DQG�WKH�EULGH�LQ�SDUDOOHO�ODQJXDJH��%RWK�WKH�VWDWHPHQWV�RI�WKH�EULGH�DQG�JURRP�DUH�SHUIRUPDWLYH�
XWWHUDQFHV�´���6KH�IXUWKHU�FODLPV�WKDW�³WKH�HJDOLWDULDQ�UHFRQFHSWXDOL]DWLRQ�RI�NHWXEEDK�DQG�NLGGXVKLQ�KDV�
FRQVHTXHQFHV�IRU�-HZLVK�GLYRUFH´��WKHVH�FRQVHTXHQFHV��KRZHYHU��DUH�QRW�VSHFLILHG�LQ�WKH�FXUUHQW�WHVKXYDK�
DQG�WKHUHIRUH�FDQQRW�EH�HYDOXDWHG�DW�WKLV�WLPH����7KXV��QR�&RQVHUYDWLYH�0DVRUWL�KDODNKLF�DXWKRULW\�WKDW�,�
DP�DZDUH�RI�KDV�\HW�SUHVHQWHG�D�WKRURXJK�JRLQJ�DUJXPHQW�WKDW�WKLV�VKRXOG�EH�DFFHSWHG�DV�D�UHFLSURFDO�
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����+RZHYHU��)HLQVWHLQ�SURFHHGV�WR�IRUELG�GRXEOH�ULQJ�FHUHPRQLHV�LQ�DQ\�FDVH��EHFDXVH�WKH\�PLJKW�FUHDWH�WKH�
PLVDSSUHKHQVLRQ��DQG�HYHQ�DQ�HYHQWXDO�FKDQJH�LQ�SUDFWLFH��HLWKHU�WKDW�LW�LV�QHFHVVDU\�IRU�ERWK�SDUWLHV�WR�JLYH�HDFK�
RWKHU�D�ULQJ��RU�WKDW�LW�LV�DFFHSWDEOH�IRU�HLWKHU�SDUW\�WR�SUHVHQW�WKH�ULQJ��0DQ\�2UWKRGR[�UDEELV�FRQWLQXH�WR�IROORZ�WKLV�
UHDVRQLQJ�
����7KH�VRXUFH�RI�DXWKRULW\�IRU�WKLV�UXOLQJ�LV�JLYHQ�DV�³&RUUHVSRQGHQFH�RI�WKH�&KDLU��������´�>'HFHPEHU��������@��

DQG�LV��WKXV��LV�IXUWKHU�GHHPHG�³1RW�DQ�RIILFLDO�SRVLWLRQ�RI�WKH�&-/6�´
����0RUHK�'HUHNK��7KH�5DEELQLFDO�$VVHPEO\�5DEEL¶V�0DQXDO��3HUU\�5DSKDHO�5DQN�DQG�*RUGRQ�0��)UHHGPDQ��

HGV���1HZ�<RUN��7KH�5DEELQLFDO�$VVHPEO\���������&���±���
����,VDDF�.OHLQ��$�*XLGH�WR�-HZLVK�5HOLJLRXV�3UDFWLFH��1HZ�<RUN��7KH�-HZLVK�7KHRORJLFDO�6HPLQDU\�RI�$PHULFD��

������������HPSKDVLV�DGGHG�
����3DPHOD�%DUPDVK��³(JDOLWDULDQ�.LGGXVKLQ�DQG�.HWXEEDK�´�����

³KWWSV���ZZZ�UDEELQLFDODVVHPEO\�RUJ�VLWHV�GHIDXOW�ILOHV���������(JDOLWDULDQ���.LGGXVKLQ����������ILQDO�SGI�
����%DUPDVK��³(JDOLWDULDQ�.LGGXVKLQ�DQG�.HWXEEDK�´�����6HH�P\�GLVVHQW�HODERUDWLQJ�RQ�P\�FRQFHUQV�WKDW�

%DUPDVK¶V�SURSRVDO�GRHV�QRW�DFKLHYH�WKH��DGPLUDEOH��HQGV�VKH�GHVLUHV��
KWWS���ZZZ�UDEELQLFDODVVHPEO\�RUJ�VLWHV�GHIDXOW�ILOHV���������%DUPDVK���GLVVHQW���ILQDO�SGI�



OHJDO�DFW����DQG�ZKHQ�D�PDUULDJH�HQGV��LW�LV�VWLOO�WKH�UXOH�ZLWKLQ�WKH�0RYHPHQW�WKDW�WKH�IRUPDO�UHTXLUHPHQW�
IRU�VHYHULQJ�WKH�ERQG�LV�IRU�WKH�PDQ�WR�JLYH�WKH�ZRPDQ�D�JHW�UHJDUGOHVV�RI�ZKHWKHU�³PXWXDO´�NLGGXVKLQ�
WRRN�SODFH��LQ�QR�FDVH�LV�VKH�HYHU�UHTXLUHG�RU�HYHQ�SHUPLWWHG�WR�JLYH�KLP�D�JHW�LQVWHDG�RU�LQ�DGGLWLRQ�

³0XWXDOL]HG´�NLGGXVKLQ�JLYHV�WKH�DSSHDUDQFH�RI�HJDOLWDULDQLVP��EXW�DW�WKH�HQG�RI�WKH�GD\�LQ�QR�
ZD\�DGGUHVVHV�WKH�XQGHUO\LQJ�LQHTXLWLHV�RI�NLGGXVKLQ��QRU�GRHV�LW�VHUYH�WR�DYHUW�DQ\�RI�WKH�GLIILFXOWLHV�WKDW�
PD\�DULVH�IURP�WKH�JHW�SURFHVV����,�DP�DOVR�IDPLOLDU�ZLWK�VHYHUDO�SURSRVDOV�WR�DGG�D�PRUH�HJDOLWDULDQ�FDVW�
WR�WKH�FUHDWLRQ�RI�NLGGXVKLQ��DQG�HYHQ��LQ�RQH�FDVH��LWV�GLVVROXWLRQ��$IWHU�FRQVLGHULQJ�WKHVH�SURSRVDOV�
FORVHO\��KRZHYHU��P\�XOWLPDWH�FRQFOXVLRQ�LV�WKDW�HDFK�RI�WKHVH�SURSRVDOV�IDOOV�VKRUW�RI�DFKLHYLQJ�WKH�JRDO�
RI�OHJDO�HTXDOLW\�EHWZHHQ�SDUWQHUV�IRU�ERWK�HQWUDQFH�LQWR�DQG�±�PRUH�SDUWLFXODUO\�±�H[LW�IURP�PDUULDJH����
DQG�RU�IDFHV�KDODNKLF�FRQFHUQV�WKDW�PDNH�LWV�ZRUNDELOLW\�DQG�SUDFWLFDOLW\�TXHVWLRQDEOH����:HUH�D�QHZ�
SURSRVDO�WKDW�,�FRQVLGHUHG�ZRUNDEOH�WR�FRPH�WR�P\�DWWHQWLRQ��RU�ZHUH�,�FRPH�XS�ZLWK�D�PHDQV�WR�GHYLVH�
RQH�P\VHOI���,�ZRXOG�FHUWDLQO\�EH�WKH�ILUVW�WR�HQFRXUDJH�WKH�&-/6�WR�JLYH�LW�IXOO�HQGRUVHPHQW��,Q�WKH�
PHDQWLPH��WKH�IDFW�WKDW�D�GLIIHULQJ�VH[�FRXSOH�PD\�KDYH�DFFHSWHG�NLGGXVKLQ�³DV�LV´�ZLWK�WKH�WKRXJKW�WKDW�LW�
LV�PHUHO\�D�³TXDLQW�DQDFKURQLVP�´�RU�LQWHQGHG�DQ�HJDOLWDULDQ�FHUHPRQ\�E\�LQFOXGLQJ�D�PXWXDO�JLYLQJ�RI�
ULQJV�DQG�GHFODUDWLRQV��RU�HYHQ�VWULYHG�WR�OLYH�WKHLU�VXEVHTXHQW�PDUULDJH�DV�HTXDO�SDUWQHUV��GRHV�QRWKLQJ�WR�
SURWHFW�WKHP��DQG�SDUWLFXODUO\�KHU��ODWHU�IURP�WKH�SRWHQWLDO�OHJDO�FRQVHTXHQFHV�RI�WKH�LQKHUHQW�
XQLODWHUDOLVP�RI�WKLV�IRUP�RI�PDUULDJH�DQG�GLYRUFH�

,QGHHG��5DEELV�'RUII��1HYLQV��DQG�5HLVQHU�DGPLW��ZLWK�DGPLUDEOH�LQWHOOHFWXDO�KRQHVW\��WKDW�WKH�
UHDVRQV�WR�VHHN�D�QRQ�NLGGXVKLQ�PRGHO�IRU�VDPH�VH[�FRXSOHV�FDQ�DOVR�VWDQG�DV�UHDVRQV�ZK\�GLIIHULQJ�VH[�
SDUWQHUV�PLJKW�EH�DYHUVH�WR�PDUU\LQJ�WKURXJK�NLGGXVKLQ��HYHQ�ZKHQ�WKH�FRXSOH�VWLOO�GHVLUH�D�-HZLVK�
FHUHPRQ\�RI�VRPH�VRUW�WR�IRUPDOL]H�WKHLU�PDUULDJH��<HW�WKH\�FRQWLQXH�WR�DGYRFDWH�IRU�WKHVH�FRXSOHV�WR�
UHWDLQ�WKH�WUDGLWLRQDO�IRUP�
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����%XW�VHH�5DEEL�-DQH�.DQDUHN¶V�DQDO\VLV�RI�DQG�UHVSRQVH�WR�)HLQVWHLQ¶V�WHVKXYDK��UHIHUHQFHG�MXVW�DERYH���
³5HPDNLQJ�5LWXDO´�6K¶PD��-XQH������������,Q�D�VRPHZKDW�URXQGDERXW�ZD\��VKH�HQGRUVHV�)HLQVWHLQ¶V�XQGHUVWDQGLQJ�
RI�WKH�³ULVN´�RI�D�GRXEOH�ULQJ��DQG�GRXEOH�GHFODUDWLRQ��FHUHPRQ\�SUHFLVHO\�EHFDXVH�VKH�VHHV�LW�QRW�DV�D�ULVN�EXW�DV�D�
GHVLUHG�RXWFRPH�RI�PXWXDOL]LQJ�WKH�FHUHPRQ\�
³)HLQVWHLQ�XQGHUVWDQGV�WKH�SRZHU�RI�RXU�ULWXDO�DFWLRQV�WR�HIIHFW�OHJDO�FKDQJH��+H�XQGHUVWDQGV�WKDW�ZKHQ�,�GR�GRXEOH�

ULQJ�FHUHPRQLHV��,�DP�DLPLQJ�IRU�D�FHUWDLQ�DPRXQW�RI�OHJDO�IRUJHWIXOQHVV��,�GR�ZDQW�LW�WR�EHFRPH�OHJDOO\�LQVXIILFLHQW�
IRU�RQO\�WKH�JURRP�WR�JLYH�D�ULQJ�DQG�EHWURWK�WKH�EULGH��,�ZDQW�ERWK�EULGH�DQG�JURRP�WR�EHWURWK�RQH�DQRWKHU�DQG�IRU�
ERWK�DFWLRQV�WR�EH�QHFHVVDU\�LQ�IRU�NLGGXVKLQ�WR�EH�OHJDOO\�ELQGLQJ���:KHQ�ERWK�EULGH�DQG�JURRP�EHWURWK�RQH�DQRWKHU��
LW�UDGLFDOO\�FKDQJHV�WKH�QDWXUH�RI�WKH�RZQHUVKLS�PHWDSKRU�WKDW�LV�DQ�LQH[WULFDEOH�DVSHFW�RI�NLGGXVKLQ���´����
5DEEL�'DQ\D�5XWWHQEHUJ�FLWHV�D�VLPLODU�DUJXPHQW�LQ�KHU�EORJ�³7KH�.LGGXVKLQ�9DULDWLRQV´��

KWWSV���DOWHUQDWLYHVWRNLGGXVKLQ�ZRUGSUHVV�FRP������������OHW�KDODNKD�IROORZ�PLQKDJ��
6HH�DOVR�-RQDK�5DQN�DQG�5D\VK�:HLVV��³6KHWDURW��µ'RFXPHQWV¶��)RU�D�0DUULDJH�)URP�2QH�6RXOPDWH�WR�$QRWKHU´��

RSHQVLGGXU�RUJ�SUD\HUV�IRU�PDUULDJH�GRFXPHQWV�IRU�D�PDUULDJH�IURP�RQH�VRXOPDWH�WR�DQRWKHU��
)LQDOO\��VHH�DOVR�5XWWHQEHUJ¶V�GLVFXVVLRQ��LQ�WKH�QDPH�RI�'U��±�DQG�QRZ�5DEEL�±�$U\HK�&RKHQ��RI�³2EYLDWLRQ´�DQG�

WKH�TXHVWLRQ�RI�WKH�OHJDO�HIIHFW�LI�WKH�EULGH�LV�WKH�ILUVW�WR�JLYH�D�ULQJ�DQG�UHFLWH�WKH�IRUPXOD�±�DQG�WKH�SRVVLELOLW\�RI�
XVLQJ�WKLV�DV�DQ�RSWLRQ�IRU�D�PRUH�HJDOLWDULDQ�FHUHPRQ\��
KWWSV���DOWHUQDWLYHVWRNLGGXVKLQ�ZRUGSUHVV�FRP������������REYLDWLRQ�
����6HH�DOVR�5DFKHO�$GOHU¶V�FULWLTXH�RI�WKH�V\PEROLVP�RI�NLGGXVKLQ�HYHQ�ZKHQ�PXWXDOL]HG��FLWHG�EHORZ��S������

6LPLODU�FRQFHUQV�FDQ�EH�IRXQG�LQ�-LOO�-DFREV�DQG�*X\�,W]KDN�$XVWULDQ��³7KH�&KRLFHV�RI�0DUULDJH��2QH�&RXSOH¶V�
$WWHPSW�WR�&UHDWH�DQ�(JDOLWDULDQ�-HZLVK�:HGGLQJ�&HUHPRQ\�:LWKLQ�WKH�7UDGLWLRQDO�)UDPHZRUN�RI�.LGGXKVLQ�´�
&RQVHUYDWLYH�-XGDLVP����������������±���
����7KDW�LV�WR�VD\��DQ\�SURSRVDO�ZKLFK�JLYHV�D�YHQHHU�RI�HJDOLWDULDQLVP�WR�WKH�ZHGGLQJ�NLGGXVKLQ�SURFHVV��EXW�GRHV�

QRW�WKHUHE\�IXQGDPHQWDOO\�DOWHU�WKH�XQGHUO\LQJ�XQLODWHUDO�QDWXUH�RI�WKH�GLYRUFH�JHW�SURFHVV�ZRXOG�QRW�PHHW�WKH�JRDOV�
WKDW�,�KDYH�VHW�RXW�IRU�P\VHOI�LQ�ZULWLQJ�WKLV�WHVKXYDK�
����7KH�LQWHUHVWHG�UHDGHU�LV�HQFRXUDJHG�WR�VHH�P\�DQDO\VLV�DW�/DERYLW]��³µ:LWK�5LJKWHRXVQHVV�DQG�ZLWK�

-XVWLFH¶�´���±���



:KLOH�VRPH�KHWHURVH[XDO�FRXSOHV�PD\�VHH�LQ�WKHVH�QHZ�PRGHOV�RI�EULW��FRYHQDQW��DQG�VKXWDIXW�
�SDUWQHUVKLS��IRU�VDPH�VH[�FRXSOHV�D�EDVLV�IRU�DEDQGRQLQJ�WKH�WUDGLWLRQDO�PRGHO�RI�NLGGXVKLQ�
�VDQFWLILFDWLRQ���&RQVHUYDWLYH�-XGDLVP�KDV�WDXJKW�XV�WR�UHVSHFW�DQFLHQW�OLWXUJ\�DQG�WR�PLQLPL]H�
PRGLILFDWLRQV�RI�WH[W��IRFXVLQJ�LQVWHDG�RQ�LQWHUSUHWLYH�HYROXWLRQ���

,Q�WDNLQJ�LW�XSRQ�P\VHOI�WR�ZULWH�WKLV�WHVKXYDK��,�WKHUHIRUH�ZDQW�WR�VWDWH�DW�WKH�RXWVHW�WKDW�GHVSLWH�P\�RZQ�
UHVHUYDWLRQV�UHJDUGLQJ�NLGGXVKLQ�WKDW�,�KDYH�MXVW�DPSO\�GHVFULEHG��,�DFFHSW�WKDW�D�VWDWHPHQW�VXFK�DV�WKLV�
UHPDLQV�YDOLG�IRU�PDQ\�RI�P\�UDEELQLF�FROOHDJXHV�DQG�IRU�WKH�FRXSOHV�ZKRVH�PDUULDJHV�WKH\�DUH�SULYLOHJHG�
WR�RIILFLDWH�IRU��7KRVH�ZKR�ZLVK�WR�FRQWLQXH�WR�SHUIRUP�PDUULDJHV�DQG�EH�PDUULHG�WKURXJK�NLGGXVKLQ�PD\�
UHDGLO\�FODLP�KLVWRU\�DQG�WUDGLWLRQ�WR�JURXQG�WKHLU�SUDFWLFH����WKH�&RQVHUYDWLYH�0DVRUWL�DSSURDFK�WR�
KDODNKDK�GRHV�DQG�PXVW�UHFRJQL]H�VXFK�FRPPLWPHQWV�WR�ORQJ�VWDQGLQJ�ODZ�DQG�SUDFWLFH�DV�YDOLG�

1RQHWKHOHVV��WKHUH�LV�D�JURZLQJ�SRSXODWLRQ�IRU�ZKRP�NLGGXVKLQ�LV�VLPSO\�QRW�D�PRGHO�WKDW�FDQ�EH�
PDGH�WR�FRPIRUWDEO\�ILW�ZLWK�LGHDOV�RI�HTXDO�DQG�HJDOLWDULDQ�FRPPLWPHQWV�DQG�REOLJDWLRQV�EHWZHHQ�OLIH�
SDUWQHUV��,W�LV�IRU�ERWK�SUDFWLFDO�DQG�LGHRORJLFDO�UHDVRQV��WKHQ��WKDW�-HZV�FRPPLWWHG�ERWK�WR�HJDOLWDULDQ�
UHODWLRQVKLSV�EHWZHHQ�PHQ�DQG�ZRPHQ��DQG�HJDOLWDULDQLVP�EHWZHHQ�KRZ�GLIIHULQJ�VH[�FRXSOHV�DQG�
FRXSOHV�RI�VDPH�VH[�DQG�RWKHU�JHQGHU�SDLULQJV�PDUU\��EXW�DOVR�WR�-HZLVK�WUDGLWLRQ�DQG�WKH�KDODNKLF�V\VWHP�
DUH�VHHNLQJ�PRUH�HJDOLWDULDQ�PRGHOV�WR�ULWXDO�DQG�OHJDOO\�PDUN�WKHLU�FRPPLWPHQWV�WR�HDFK�RWKHU�LQ�
PDUULDJH��DQG�DUH�DWWHPSWLQJ�WR�FUHDWH�DQG�RU�ILQG�QHZ�RSWLRQV��,QGHHG��RQH�RI�WKH�FR�DXWKRUV�RI�WKH�
WHVKXYDK�RQ�VDPH�VH[�FHUHPRQLHV�KDV�QRWHG�WKDW�KH�KDV�³KHDUG�UHSRUWV�RI�VRPH�µRII�ODEHO¶�XVH�RI�RXU�
FHUHPRQLHV�IRU�VWUDLJKW�FRXSOHV�´���7R�FLWH�'RUII��1HYLQV��DQG�5HLVQHU�RQFH�PRUH��³:H�UHDOL]H�WKDW�RXU�
FRQYLFWLRQ�GRHV�QRW�VHWWOH�WKH�PDWWHU�RI�HJDOLWDULDQ�KHWHURVH[XDO�PDUULDJH�FHUHPRQLHV�IRU�VRPH�UDEELV�DQG�
FRXSOHV��DQG�ZH�ZHOFRPH�DGGLWLRQDO�VWXGLHV�RQ�WKH�VXEMHFW���´���7KLV�WHVKXYDK��WKHQ��FRQVWLWXWHV�DQ�
DWWHPSW�DW�MXVW�VXFK�DQ�DGGLWLRQDO�VWXG\�
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����'RUII��1HYLQV��DQG�5HLVQHU����
����$OWKRXJK�LW�LV�KLJKO\�UHFRPPHQGHG�WKDW�WKH\�XVH�RQH�RI�WKH�PHWKRGV�DW�WKHLU�GLVSRVDO�WR�IRUHVWDOO�GLYRUFH�

UHFDOFLWUDQFH�DQG�RU�LWV�HIIHFWV��WKDW�LV�D�SUH�QXSWLDO�DJUHHPHQW�VXFK�DV�WKH�/LHEHUPDQ�FODXVH�RU��WKH�SUHIHUHQFH�RI�WKLV�
DXWKRU��LQ�WKDW�LW�ZLOO�FHUWDLQO\�UHVXOW�LQ�WKH�DQQXOPHQW�RI�WKH�PDUULDJH�DQG�WKH�IUHHLQJ�RI�WKH�SDUWLHV�LI�QHFHVVDU\��
NLGGXVKLQ�DO�W¶QDL�
����1HYLQV��SHUVRQDO�H�PDLO��0D\�����������VLPLODUO\�-D\�0LFKDHOVRQ��³:KDW¶V�'LIIHUHQW��RU�QRW��DERXW�6DPH�6H[�

0DUULDJH�´�$-6�3HUVSHFWLYHV��6SULQJ����������UHPDUNV�RQ�WKLV�SKHQRPHQRQ�
*LYHQ�WKH�GLVFXVVLRQ�DERYH�LQ�WKLV�VHFWLRQ�DERXW�WKH�UROH�RI�PDOH�DJHQF\��´ʠʥʤ�ʸʮʠʥ�ʠʥʤ�ʯʺʰ´��DQG�FRQWH[W��VHH�Q��

����LQ�GHWHUPLQLQJ�ZKHWKHU�NLGGXVKLQ�KDV�WDNHQ�SODFH�ZKHQ�VRPHWKLQJ�RWKHU�WKDQ�WKH�VWDQGDUG�IRUPXOD�LV�XVHG��LW�
DOVR�RFFXUV�WR�PH�WKDW�WKLV�PLJKW�EH�D�GLIILFXOW\�IRU�GLIIHULQJ�VH[�FRXSOHV�KRSLQJ�WR�XVH�WKH�FHUHPRQLHV�GHYLVHG�E\�
5DEELV�'RUII��1HYLQV��DQG�5HLVQHU�IRU�VDPH�VH[�FRXSOHV��7KDW�LV��WKH�IRUPXODH�WKH\�VXJJHVW��ZKHQ�VSRNHQ�E\�D�PDQ�
WR�D�ZRPDQ�DQG�DFFRPSDQLHG�E\�WKH�JLYLQJ�RI�D�ULQJ�±�³ʢʥʦ�ʺʡʬ�ʩʬ�ʠʰʚʩʩʤ´�³%H��SOHDVH��P\�PDWH´�����RU�³�̋ ʴʺʥʹ�ʩʬ�ʠʰʚʩʩʤ
ʩʩʧ´�³%H��SOHDVH��P\�OLIH�SDUWQHU´������±�FRXOG��GXH�WR�FRQVLGHUDWLRQV�RI�WKH�ODQJXDJH��ZKLFK�GHVLJQDWHV�D�FKDQJHG�
VWDWXV�DQG�D�VSRXVDO�UHODWLRQVKLS��DQG�WKH�FLUFXPVWDQFHV��D�FHUHPRQ\�LQWHQGHG�DV�D�ZHGGLQJ���EH�GHHPHG�WR�EH�DW�
OHDVW�GRXEWIXO�NLGGXVKLQ��WKHUHE\�QHFHVVLWDWLQJ�D�JHW�IRU�GLVVROXWLRQ��$IWHU�UHDGLQJ�DQ�HDUOLHU�GUDIW�RI�WKLV�WHVKXYDK��
5DEEL�1HYLQV�DJUHHG��³7KH�DUJXPHQW�LV�IRU�PH�D�µNDO�Y¶KRPHU�¶�,)�EDVHG�RQ�.OHLQ�ZH�FRQVLGHU�D�FLYLO�PDUULDJH�
EHWZHHQ�WZR�-HZV�RIILFLDWHG�DW�E\�D�MXGJH�WR�UHTXLUH�D�*HW��KRZ�PXFK�PRUH�VR�ZRXOG�D�FHUHPRQ\�RI�+XSSDK�ZLWK�DOO�
WKH�LPSOHPHQWV�RI�NLGGXVKLQ��NHVHI��VKWDU��\LKXG��UHTXLUH�LW�´�3HUVRQDO�H�PDLO��0DUFK�����������RQ�WKH�WHVKXYDK�RI�
5DEEL�,VDDF�.OHLQ�UHJDUGLQJ�FLYLO�PDUULDJH��VHH�WKH�QH[W�VHFWLRQ�EHORZ���5DEEL�5HLVQHU�WRR�HQGRUVHG�WKLV�
XQGHUVWDQGLQJ�LQ�D�SHUVRQDO�H�PDLO��1RY�����������³7KLV�LV�DQRWKHU�UHDVRQ�ZK\�WKH�VDPH�VH[�FHUHPRQLHV�ZH�SURSRVHG�
VKRXOG�QRW�EH�DYDLODEOH�WR�KHWHURVH[XDO�FRXSOHV�´
����'RUII��1HYLQV��DQG�5HLVQHU����



,,��$UH�:H�/LPLWHG�WR�.LGGXVKLQ"��3DUW���

*LYHQ�DOO�WKH�LVVXHV�WKDW�DULVH�IURP�PDUULDJH�YLD�NLGGXVKLQ�±�DV�GHWDLOHG�LQ�WKH�,QWURGXFWLRQ�±�LW�
VKRXOG�QRW�EH�VXUSULVLQJ�WKDW�VRPH�-HZLVK�WKLQNHUV�KDYH�EHJXQ�WR�FRQVLGHU�RWKHU�PRGHOV�E\�ZKLFK�-HZLVK�
FRXSOHV��ERWK�PDOH�IHPDOH��DQG�RWKHU�JHQGHU�FRPELQDWLRQV��FRXOG�FUHDWH�DQG�PDUN�FRPPLWWHG�ERQGV�WR�
HDFK�RWKHU��WR�EH�H[FOXVLYH�VH[XDO�DQG�HPRWLRQDO�SDUWQHUV�DQG�WR�FUHDWH�D�-HZLVK�KRXVHKROG�WRJHWKHU��
%HIRUH�FRQVLGHULQJ�VRPH�RI�WKH�RSWLRQV�WKDW�KDYH�EHHQ�SURSRVHG��KRZHYHU��ZH�ILUVW�QHHG�WR�WXUQ�WR�ZKDW�
PLJKW�EH�D�VLJQLILFDQW�LPSHGLPHQW�WR�FLUFXPYHQWLQJ�WKH�VWUXFWXUH�RI�NLGGXVKLQ��,V�LW�SRVVLEOH�XQGHU�
KDODNKDK�IRU�D�GLIIHULQJ�VH[�FRXSOH�WR�IRUJR�NLGGXVKLQ�LI�WKH\�ZLVK�WR�PDUU\�LQ�D�-HZLVK�PDQQHU"�0DQ\�
VRXUFHV�ZRXOG�VXJJHVW�WKLV�LV�QRW�D�YLDEOH�RSWLRQ��LQ�WKLV�VHFWLRQ�,�ZLOO�VXUYH\�VRPH�WKH�PRVW�LQIOXHQWLDO�RI�
WKHVH�PDWHULDOV��:HUH�ZH�WR�GHWHUPLQH�ZH�DUH�REOLJHG�WR�DFFHSW�WKHVH�VRXUFHV�DV�GHILQLWLYH��WKDW�ZRXOG��RI�
FRXUVH��KDYH�WR�EH�WKH�HQG�RI�RXU�LQTXLU\��,Q�WKH�IROORZLQJ�VHFWLRQ��KRZHYHU��,�ZLOO�WKHQ�SUHVHQW�D�FRXQWHU�
DUJXPHQW�WRZDUGV�DQ�DOWHUQDWLYH�XQGHUVWDQGLQJ�

$V�QRWHG�DERYH�LQ�WKH�,QWURGXFWLRQ��P��.LGG�����GHVLJQDWHV�WKUHH�PHDQV�E\�ZKLFK�D�PDQ�PD\�
³DFTXLUH´�D�ZRPDQ�DV�KLV�ZLIH��E\�JLYLQJ�KHU�DQ�LWHP�RI�YDOXH��XVLQJ�D�GRFXPHQW��DQG�E\�VH[XDO�
LQWHUFRXUVH��7KH�SDUDOOHO�SDVVDJHV�LQ�W��.LGG��������IXUWKHU�VSHFLI\�KRZ�HDFK�RI�WKHVH�PHWKRGV�LV�HQDFWHG��
ZKHQ�����DGGUHVVHV�EHWURWKDO�WKURXJK�VH[XDO�LQWHUFRXUVH��KRZHYHU��LW�DOVR�FRQVLGHUV�WKH�SRVVLELOLW\�RI�D�
VH[�DFW�QRW�IRU�WKH�VDNH�RI�FUHDWLQJ�EHWURWKDO�EHWZHHQ�D�-HZLVK�PDQ�DQG�D�-HZLVK�ZRPDQ�ZKR�DUH�
RWKHUZLVH�SHUPLWWHG�DQG�IUHH�WR�EH�PDUULHG�WR�HDFK�RWKHU��:KDW�WKLV�VRXUFH��DORQJ�ZLWK�PDQ\�VXEVHTXHQW�
OHJDO�DQG�RWKHU�VRXUFHV��WKHUHIRUH�LQGLFDWHV�LV�WKDW�UDEELV��DQG�VXEVHTXHQW�KDODNKLF�GHFLVRUV��KDYH�ORQJ�
EHHQ�DZDUH�RI�WKH�SRVVLELOLW\�DQG�UHDOLW\�RI�-HZLVK�PHQ�DQG�ZRPHQ�HQJDJHG�LQ�UHODWLRQVKLSV�LQYROYLQJ�
VH[XDO�UHODWLRQV�DQG�RU�ORQJ�WHUP�FRPPLWPHQWV�WR�RQH�DQRWKHU�RXWVLGH�WKH�UXEULF�RI�NLGGXVKLQ��7KHVH�
LQFOXGH�UHODWLRQVKLSV�LQLWLDWHG�WKURXJK�ZKDW�WKH�UDEELV�GHHPHG�WR�EH��WRUDLWLFDOO\��LQHIIHFWLYH�NLGGXVKLQ��
WKURXJK�OHJDO�RU�FHUHPRQLDO�PHDQV�RWKHU�WKDQ�NLGGXVKLQ��VXFK�DV�WKURXJK�WKH�ULWHV�DQG�ULWXDOV�RI�DQRWKHU�
UHOLJLRQ��RU�E\�FLYLO�PDUULDJH���RU�WKURXJK�QR�VHW�ULWH�RU�OHJDO�DFW�DW�DOO��DV�LQ�WKH�7RVHIWD���5DEELQLF�
DXWKRULWLHV�ZHUH�WKXV��RYHU�WKH�FRXUVH�RI�-HZLVK�KLVWRU\��FDOOHG�RQ�WR�HYDOXDWH�WKH�QDWXUH�RI�WKHVH�
UHODWLRQVKLSV�DQG�WKHLU�VWDWXV�XQGHU�-HZLVK�ODZ�

,W�ZRXOG�VHHP�WR�IROORZ�IURP�WKH�WRVHIWDQ�VRXUFHV�WKDW�DQ\�UHODWLRQVKLS�EHWZHHQ�D�PDQ�DQG�D�
ZRPDQ�WKDW�ZDV�QRW�LQLWLDWHG�WKURXJK�NLGGXVKLQ��RU�LQLWLDWHG�WKURXJK�DQ�DFW�WKDW�GLG�QRW�PHHW�WKH�IXOO�
UDEELQLF�FULWHULD�RI�DFFHSWDEOH�NLGGXVKLQ���RXJKW�QRW�WR�EH�GHILQHG�OHJDOO\�DV�NLGGXVKLQ��,Q�WKLV�FRQWH[W�ZH�
PD\�DOVR�WDNH�QRWH�RI�WKH�YHU\�QH[W�SDUDJUDSK�LQ�W��.LGG���������LQ�ZKLFK�5DEEL�/D]DU�>(OD]DU@�LQWHUSUHWV�
/HY��������±�³>'R�QRW�GHJUDGH�\RXU�GDXJKWHU�DQG�PDNH�KHU�D�KDUORW�@�OHVW�WKH�ODQG�IDOO�LQWR�KDUORWU\�DQG�
WKH�ODQG�EH�ILOOHG�ZLWK�GHSUDYLW\´�±�WR�UHIHU�WR�VH[XDO�UHODWLRQV�EHWZHHQ�XQPDUULHG�SDUWQHUV�ZLWKRXW�
PDULWDO�LQWHQW��,Q�6LIUD�.RGDVKLP�SHUHN������WKH�VDPH�YHUVH�UHFHLYHV�D�VLPLODU�H[HJHVLV��DQRQ\PRXVO\�DQG�
XQFRQWHVWHG�

�ʠʬʹ�ʤʩʥʰʴ�ʥʺʡ�ʥʸʩʡʧʬ��ʯʩʣ��ʸʱʥʮʤ�ʤʦ�ʤʦ�ʤʦʩʠʥ��ʺʥʰʦ�ʭʹʬ�ʠʥʤʹ�ʬʥʬʩʧ�ʠʬʠ�ʩʺʸʮʠ�ʠʬ����ʤʺʥʰʦʤʬ�ʪʺʡ�ʺʠ�ʬʬʧʺ�ʬʠ
��ʺʥʹʩʠ�ʭʹʬ�ʠʬʹ�ʤʮʶʲ�ʺʸʱʥʮʤ�ʯʫʥ��ʺʥʹʩʠ�ʭʹʬ

³'R�QRW�GHJUDGH�\RXU�GDXJKWHU�DQG�PDNH�KHU�D�KDUORW´����,�VSRNH�RQO\�RI�GHILOHPHQW�WKDW�LV�IRU�WKH�
VDNH�RI�OLFHQWLRXVQHVV��$QG�ZKLFK�LV�WKLV"�7KLV�LV�RQH�ZKR�KDQGV�KLV�GDXJKWHU�RYHU�WR�KLV�IHOORZ�
ZLWKRXW�WKH�LQWHQW�RI�PDUULDJH��DQG�VLPLODUO\�WKH�RQH�ZKR�KDQGV�KHUVHOI�RYHU�ZLWKRXW�WKH�LQWHQW�RI�
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����6XFK�DV�NLGGXVKLQ�SHUIRUPHG�ZLWK�DQ�LWHP�ZRUWK�OHVV�WKDQ�D�SUXWDK��ZLWKRXW�D�FOHDU�RU�SURSHUO\�ZRUGHG�
VWDWHPHQW�RI�LQWHQW�IURP�KLP�WR�KHU��ZLWKRXW�SURSHU�ZLWQHVVHV��HWF��2Q�ZLWQHVVHV�DV�DQ�HVVHQWLDO�HOHPHQW�RI�
HVWDEOLVKLQJ�NLGGXVKLQ��VHH�E��.LGG����D�E��DQG�WKH�FRGLILFDWLRQ�RI�WKLV�SULQFLSOH�LQ�0LVKQHK�7RUDK��+LONKRW�,VKXW�����
�DQG�VHH�DOVR���������DQG�����DQG�7XU�6KXOKDQ�$UXNK�(�+�����������VHH�DOVR�(�+����>�@����>�@��DQG���>�@��



PDUULDJH���

7KLV�PLGUDVK�GHVLJQDWHV�VH[�ZLWKRXW�PDULWDO�LQWHQW�DV�D�IRUP�RI�]¶QXW��ʺʥʰʦ�����³OLFHQWLRXVQHVV´�RU�
³IRUQLFDWLRQ´��LQ�UDEELQLF�+HEUHZ��WKLV�WHUP�HQFRPSDVVHV�D�EURDG�UDQJH�RI�VH[XDO�DFWV�WKDW�WDNH�SODFH�
RXWVLGH�RI�UDEELQLFDOO\�VDQFWLRQHG�SDUDPHWHUV�HYHQ�LI�WKH\�GR�QRW�YLRODWH�H[SOLFLW�ELEOLFDO�SURKLELWLRQV�
VXFK�DV�WKH�LQFHVW�ODZV�RI�/HY�����DQG�������7KH�6LIUD�PD\�EH�XQGHUVWRRG�WR�VXJJHVW�WKDW�DQ\�LQWLPDWH�
UHODWLRQVKLS�EHWZHHQ�D�PDQ�DQG�D�ZRPDQ�IRU�ZKLFK�LQWHQW�WR�FUHDWH�NLGGXVKLQ�KDG�QRW�EHHQ�H[SOLFLWO\�
VSHFLILHG�ZRXOG�IDOO�XQGHU�WKLV�UXEULF��7KXV�WKLV�DQG�D�QXPEHU�RI�UDEELQLF�SDVVDJHV�DQG�VXEVHTXHQW�
KDODNKLF�VRXUFHV���VWURQJO\�LPSO\�WKDW�PDUULDJH�YLD�NLGGXVKLQ�LV�LGHDOO\�WKH�RQO\�FRQWH[W�LQ�ZKLFK�-HZLVK�
PHQ�DQG�ZRPHQ�VKRXOG�HQJDJH�LQ�VH[XDO�UHODWLRQVKLSV�ZLWK�HDFK�RWKHU�

&UHDWLQJ�VXFK�D�GLFKRWRP\�FDQ�KDYH�VRPH�LQWULJXLQJ�KDODNKLF�LPSOLFDWLRQ�IRU�ORQJ�WHUP�DQG�
VH[XDOO\�H[FOXVLYH��SDUWLFXODUO\�RQ�WKH�SDUW�RI�WKH�ZRPDQ��UHODWLRQVKLSV��DV�GHOLQHDWHG�E\�5DEEL�'DYLG�
1RYDN�

,Q�WKH�UDEELQLF�VRXUFHV�WKHUH�VHHP�WR�EH�RQO\�WZR�SRVVLEOH�KHWHURVH[XDO�XQLRQV�EHWZHHQ�-HZV��
HLWKHU�-HZLVK�PDUULDJH��NLGXVKLQ���RU�IRUQLFDWLRQ��EH¶LODW�]HQXW����,Q�ZRUNLQJ�XS�IURP�WKHVH�
VRXUFHV�RQH�KDV�EDVLFDOO\�WZR�RSWLRQV������HYHU\WKLQJ�ZKLFK�LV�QRW�H[SOLFLWO\�NLGXVKLQ�LV��
WKHUHIRUH��IRUQLFDWLRQ������HYHU\WKLQJ�ZKLFK�LV�QRW�H[SOLFLWO\�IRUQLFDWLRQ�LV��WKHUHIRUH��NLGXVKLQ��$W�
WKLV�OHYHO�WKH�DUJXPHQW�FDQ�PRYH��ZLWK�HTXDO�HDVH��LQ�HLWKHU�GLUHFWLRQ��2Q�WKH�RQH�KDQG��RQH�FDQ�
DUJXH�WKDW�-HZLVK�PDUULDJH�UHTXLUHV�WKDW�RQH¶V�LQWHQWLRQ�EH�IRU�-HZLVK�PDUULDJH�DQG�DOO�WKDW�LW�
HQWDLOV����2Q�WKH�RWKHU�KDQG��RQH�FDQ�DUJXH�WKDW�D�FRXSOH��ZKR�KDYH�WDNHQ�XSRQ�WKHPVHOYHV�WKH�
SXEOLF�UHVSRQVLELOLW\�RI�OLYLQJ�WRJHWKHU�DV�KXVEDQG�DQG�ZLIH��FDQ�KDUGO\�EH�HTXDWHG�ZLWK�D�FRXSOH�
VSHQGLQJ�VRPH�WLPH�WRJHWKHU�LQ�SULYDWH�OXVW���

:KHQ�D�UHODWLRQVKLS�H[LVWV�EHWZHHQ�D�-HZLVK�PDQ�DQG�ZRPDQ�WKDW�IRU�DOO�LQWHQWV�DQG�SXUSRVHV�DSSHDUV�
OLNH�D�PDUULDJH��WKHUH�PD\�EH�ERWK�PRWLYH�DQG�PHDQV�ZLWKLQ�WKH�KDODNKLF�V\VWHP�WR�³FR�RSW´�WKH�
UHODWLRQVKLS�LQWR�WKH�NQRZQ�UXEULF�RI�NLGGXVKLQ��VR�DV�QRW�WR�DWWULEXWH�WR�OLFHQWLRXV�LQWHQW�WR�WKH�FRXSOH����
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����$QG�VHH�DOVR�E��6DQ����D�
����$OWKRXJK�WKH�YHUVH�LQ�/HYLWLFXV�XVHV�WZR�YHUEDO�IRUPV�RI�WKLV�URRW��ʤʺʥʰʦʤʬ��O¶KD]QRWDK���ʤʰʦʺ��WL]QHK��
����³=QXW���LV�D���>YDJXH@�JURXSLQJ��URXJKO\�WUDQVODWLQJ�LQWR�µOLFHQWLRXVQHVV�¶�DQG�XVXDOO\�LQGLFDWHV�QRQ�ELEOLFDOO\�

SURKLELWHG�VH[XDO�OLDLVRQV�WKDW�DUH�VWURQJO\�FRQGHPQHG�E\�WKH�UDEELV���7KH�XVH�RI�]QXW�DOPRVW�DOZD\V�UHIHUV�WR�VRPH�
NLQG�RI�QRQ�PDULWDO��QRQ�DGXOWHURXV�VH[XDOLW\���´�0LFKDHO�/��6DWORZ��7DVWLQJ�WKH�'LVK��5DEELQLF�5KHWRULFV�RI�
6H[XDOLW\��%URZQ�-XGDLF�6WXGLHV��$WODQWD��*HRUJLD��6FKRODUV�3UHVV�������������VHH�DOVR�*DLO�/DERYLW]��³&RQVHQW��
$JHQF\��DQG�WKH�6HPDQWLFV�RI�6H[XDOLW\�LQ�WKH�%DE\ORQLDQ�7DOPXG´��XQSXEOLVKHG���
KWWSV���ZZZ�EUDQGHLV�HGX�SURMHFWV�IVH�MXGDLVP�DUWLFOHV�KWPO�
����7KLV�YLHZ�LV�H[SUHVVHG�HVSHFLDOO\�VWURQJO\�E\�0DLPRQLGHV�LQ�0��7���+LOFKRW�,VKXW������6HH�DOVR�6�$���(�+��������

LQ�ZKLFK�.DUR�HTXDWHV�´ʺʥʰʦ�ʪʸʣ�ʤʩʬʲ�ʠʡ�KH�KDG�VH[�ZLWK�KHU�LQ�D�OLFHQWLRXV�PDQQHU´�ZLWK�³ʯʩʹʥʣʩʷ�ʭʹʬ�ʠʬʹ�QRW�IRU�WKH�
SXUSRVH�RI�NLGGXVKLQ�´�7KLV�VRXUFH��WKRXJK�QRW�WKLV�VSHFLILF�VHFWLRQ�RI�LW��LV�FLWHG�EHORZ�LQ�6HFWLRQ�,,,�
����'DYLG�1RYDN��³7KH�0DULWDO�6WDWXV�RI�-HZV�0DUULHG�8QGHU�1RQ�-HZLVK�$XVSLFHV�´�-HZLVK�/DZ�$VVRFLDWLRQ�

6WXGLHV���������������6LPLODUO\�VHH�0DUN�:DVKRIVN\��³$JDLQVW�0HWKRG��/LEHUDO�+DODNKDK�%HWZHHQ�7KHRU\�DQG�
3UDFWLFH�´�%H\RQG�WKH�/HWWHU�RI�WKH�/DZ��(VVD\V�RQ�'LYHUVLW\�LQ�WKH�+DODNKDK�LQ�+RQRU�RI�0RVKH�=HPHU��:DOWHU�
-DFRE��3LWWVEXUJK��5RGHI�6KDORP�3UHVV�����������
����1RWH�DOVR�WKH�FUHDWLRQ�RI�WKH�FDWHJRU\�RI�³UDEELQLF´�NLGGXVKLQ��LQ�D�SDLU�RI�FDVHV�LQ�ZKLFK�RQH�RU�ERWK�RI�D�

FRXSOH�DUH�QRW�FRQVLGHUHG�WR�KDYH�WKH�OHJDO�PHQWDO�FDSDFLW\�WR�HQWHU�³7RUDLWLF´�NLGGXVKLQ��WKH�PDUULDJH�RI�WKH�GHDI�
PXWH��W\SLFDOO\�LQ�UDEELQLF�H[SHULHQFH�VXFK�D�SHUVRQ�FRXOG�QRW�EH�SURSHUO\�HGXFDWHG��QRU�FRPPXQLFDWH�KLV�KHU�
LQWHQWLRQV�DQG�GHVLUHV�WR�RWKHUV��DQG�ZDV�KHQFH�OHJDOO\�FODVVLILHG�DV�PHQWDOO\�LQFRPSHWHQW��ZKR�ZDV�DEOH�WR�
FRPPXQLFDWH�E\�JHVWXUHV��DQG�WKH�PLQRU�JLUO�ZKRVH�IDWKHU�KDG�GLHG��WKH�IDWKHU�EHLQJ�WKH�RQO\�RQH�ZLWK�WKH�OHJDO�ULJKW�
WR�ELQGLQJO\�EHWURWK�KHU�SULRU�WR�KHU�UHDFKLQJ�PDWXULW\��IRU�ZKRP�KHU�PRWKHU�EURWKHU�V��DUUDQJHG�D�PDUULDJH��VHH��IRU�
H[DPSOH��E��<HY�����E����D�LQ�ZKLFK�ERWK�FDVHV�DUH�GLVFXVVHG��WKH�IDWKHUOHVV�PLQRU�LV�DOVR�GLVFXVVHG�LQ�WKH�SULRU�
FKDSWHU�RI�WKH�PLVKQDK�DQG�JHPDUD���6LJQLILFDQW�LQ�HLWKHU�FDVH�LV�WKDW�DOWKRXJK�WKH�PDUULDJH�LV�QRW�WR�EH�GHHPHG�



$W�WKH�KHDUW�RI�WKLV�DSSURDFK�LV�WKH�UDEELQLF�SULQFLSOH��DVVXPSWLRQ�ʺʥʰʦ�ʺʬʩʲʡ�ʥʺʬʩʲʡ�ʤʹʥʲ�ʭʣʠ�ʯʩʠ��D�PDQ�
GRHV�QRW�LQWHQG�KLV�VH[�DFW�WR�EH�OLFHQWLRXV�VH[��ZKLFK�DSSHDUV�LQ�VHYHUDO�ORFDWLRQV�LQ�WKH�7DOPXG��0RVW�
UHOHYDQW�WR�RXU�SXUSRVHV�KHUH�LV�WKH�GLVFXVVLRQ�LQ�E��*LWWLQ���E����7KH�PLVKQDK�WR�ZKLFK�WKLV�SDVVDJH�LV�
FRPPHQWDU\�GHVFULEHV�D�FRXSOH�ZKR�KDYH�SUHYLRXVO\�EHHQ�PDUULHG�DQG�GLYRUFHG��ZKR�WKHQ��DIWHU�WKH�
GLYRUFH��VKDUH�D�URRP�LQ�DQ�LQQ��%HLW�+LOOHO�DQG�%HLW�6KDPPDL�GLVDJUHH�DV�WR�ZKHWKHU�WKH�ZRPDQ�QHHGV�D�
VHFRQG�GLYRUFH�GRFXPHQW��%HLW�+LOOHO�UXOH�\HV��%HLW�6KDPPDL�QR���WKH�JHPDUD�WKHQ�DWWHPSWV�WR�FODULI\�WKH�
SDUDPHWHUV�RI�WKHLU�GLVSXWH�

�ʤʰʩʠʹ���ʤʬʲʡʰʹ�ʤʥʠʸ�ʠʬʹ�ʬʲ�ʤ�ʡʥ�ʹ�ʡ�ʥʷʬʧʰ�ʠʬ��ʸʦʲʬʠ�ʯʡ�ʯʥʲʮʹ�ʸ�ʠ��ʠʩʰʺʣ��ʠʰʺ�ʩʠʤ�ʩʫ�ʸʮʠʣ�ʯʰʧʥʩ�
ʸʥ
�ʭʣʠ�ʯʩʠ��ʠ�ʤʡʥ��ʺʥʰʦ�ʺʬʩʲʡ�ʥʺʬʩʲʡ�ʤʹʥʲ�ʭʣʠ��ʠ�ʹʡʹ��ʤʬʲʡʰʹ�ʤʥʠʸʹ�ʬʲ�"ʥʷʬʧʰ�ʤʮ�ʬʲ��ʩʰʹ�ʨʢ�ʥʰʮʩʤ�ʤʫʩʸʶ
�́ �ʡ��ʤʠʩʡ�ʩʣʲ�ʠʫʩʬʥ�ʣʥʧʩ�ʩʣʲ�ʠʫʩʠʣ�"ʩʢʩʬʴ�ʩʠʮʡ��ʤʬʲʡʰʹ�ʤʥʠʸ�ʠʬʡ�ʠʰʮʩʷʥʠʣ�
ʩʰʺʮʥ��ʺʥʰʦ�ʺʬʩʲʡ�ʥʺʬʩʲʡ�ʤʹʥʲ

�ʤʠʩʡ�ʩʣʲ�ʯʤ�ʯʤʥ�ʣʥʧʩ�ʩʣʲ�ʯʤ�ʯʤ�ʯʰʩʸʮʠ��ʩʸʡʱ�ʤ�ʡʥ��ʤʠʩʡ�ʩʣʲ�ʯʤ�ʯʤʥ�ʣʥʧʩ�ʩʣʲ�ʯʤ�ʯʤ�
ʩʸʮʠ�ʠʬ��ʩʸʡʱ
$QG�5DEEL�<RKDQDQ�KROGV�OLNH�WKLV�WDQQD��DV�LW�ZDV�WDXJKW��5DEEL�6KLPRQ�EHQ�(OD]DU�VDLG��7KH\�
%HLW�+LOOHO�DQG�%HLW�6KDPPDL�GLG�QRW�GLVSXWH�DERXW�>D�FDVH�LQ�ZKLFK@�WKH\�GLG�QRW�VHH�WKDW�VKH�
HQJDJHG�LQ�VH[XDO�LQWHUFRXUVH�±�WKDW�>LQ�WKDW�FDVH@�VKH�GRHV�QRW�QHHG�D�VHFRQG�GLYRUFH�GRFXPHQW��
$ERXW�ZKDW�GLG�WKH\�GLVSXWH"�:KHQ�WKH\�GLG�VHH�WKDW�VKH�HQJDJHG�LQ�VH[XDO�LQWHUFRXUVH��IRU�%HLW�
6KDPPDL�VD\�WKDW�D�PDQ�PD\�LQWHQG�KLV�VH[�DFW�WR�EH�OLFHQWLRXV�>L�H���QRQ�PDULWDO@�VH[��DQG�%HLW�
+LOOHO�VD\�D�PDQ�GRHV�QRW�LQWHQG�KLV�VH[�DFW�WR�EH�OLFHQWLRXV�VH[�
$QG�DV�IRU�WKH�0LVKQDK��ZKLFK�ZH�HVWDEOLVKHG�DV�UHIHUULQJ�WR�>D�FDVH�LQ�ZKLFK@�WKH\�GLG�QRW�VHH�
WKDW�VKH�HQJDJHG�LQ�LQWHUFRXUVH�±�DERXW�ZKDW�GLG�WKH\�GLVSXWH"�:KHQ�WKHUH�DUH�ZLWQHVVHV�WR�WKH�
VHFOXVLRQ�>WKH�PDQ�DQG�ZRPDQ�EHLQJ�DORQH�WRJHWKHU@�DQG�WKHUH�DUH�QRW�ZLWQHVVHV�WR�VH[XDO�
LQWHUFRXUVH�±�%HLW�6KDPPDL�KROG�>WKDW@�ZH�GR�QRW�VD\�WKDW�ZLWQHVVHV�WR�VHFOXVLRQ�DUH�HTXLYDOHQW�WR�
ZLWQHVVHV�WR�VH[XDO�LQWHUFRXUVH��DQG�%HLW�+LOOHO�KROG�>WKDW@�ZH�GR�VD\�WKDW�ZLWQHVVHV�WR�VHFOXVLRQ�
DUH�HTXLYDOHQW�WR�ZLWQHVVHV�WR�VH[XDO�LQWHUFRXUVH�

7KH�FDVH�KLQJHV�RQ�WKH�TXHVWLRQ�RI�ZKHWKHU�WKHUH�LV�UHDVRQ�WR�EH�FRQFHUQHG�WKDW�WKH�FRXSOH�KDV�
UHHVWDEOLVKHG�NLGGXVKLQ�DQG�WKHLU�PDULWDO�UHODWLRQVKLS�E\�PHDQV�RI�VH[XDO�LQWHUFRXUVH��$V�WKH�JHPDUD�
DQDO\VHV�WKH�GLVSXWH�LQ�WKH�PLVKQDK��LW�WKXV�FRQVLGHUV�WKHVH�IDFWRUV�����LV�SRVVLEOH�WR�SUHVXPH�LQWHQW�
�QRWDEO\�WKH�PDQ¶V�LQWHQW��IRU�NLGGXVKLQ�HYHQ�ZKHQ�QRW�H[SOLFLWO\�VWDWHG"�DQG����LI�WKHUH�LV�FUHGLEOH�
HYLGHQFH�WKDW�WKH�FRXSOH�ZHUH�DORQH�WRJHWKHU�VXFK�WKDW�VH[XDO�LQWHUFRXUVH�FRXOG�KDYH�RU�HYHQ�ZDV�OLNHO\�WR�
KDYH�WDNHQ�SODFH��EXW�QR�GHILQLWLYH�HYLGHQFH�WKDW�LW�GLG�WDNH�SODFH��VKRXOG�LW�QRQHWKHOHVV�EH�DVVXPHG�WKDW�LW�
GLG"

*LYHQ�WKDW�-HZLVK�ODZ�KDV�W\SLFDOO\�IROORZHG�%HLW�+LOOHO��WZR�WKLQJV�WKXV�HPHUJH�IURP�WKH�
SDVVDJH��HDFK�IUDPHG�DV�D�EURDG�OHJDO�SULQFLSOH��7KH�ILUVW�RI�WKHVH�LV�WKH�OHJDO�SUHVXPSWLRQ��ʤʹʥʲ�ʭʣʠ�ʯʩʠ
ʺʥʰʦ�ʺʬʩʲʡ�ʥʺʬʩʲʡ��KHUHLQDIWHU��HLQ�DGDP������D�PDQ�GRHV�QRW�LQWHQG�KLV�VH[�DFW�WR�EH�OLFHQWLRXV�VH[��$V�
DOUHDG\�QRWHG��WKLV�SULQFLSOH�DOVR�DSSHDUV�D�IHZ�DGGLWLRQDO�WLPHV�LQ�WKH�%DE\ORQLDQ�7DOPXG��LQ�D�IHZ�
DGGLWLRQDO�GLVWLQFW�FLUFXPVWDQFHV��$V�LQ�WKLV�FDVH��WKH�LVVXH�DW�KDQG�LQ�HDFK�LV�WKH�SRVVLELOLW\�WKDW�WKH�
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NLGGXVKLQ�DFFRUGLQJ�WR�WKH�VWULFWHVW�LQWHUSUHWDWLRQ�RI�WKH�ODZ��WKH�UDEELV�LQFRUSRUDWH�WKH�UHODWLRQVKLS�LQWR�D�IRUP�RI�
³NLGGXVKLQ´�QRQHWKHOHVV��DQG�WKHUHIRUH�EHFDXVH�WKH�FRXSOH�ZRXOG�EH�OLYLQJ�WRJHWKHU�LQ�WKH�PDQQHU�RI�D�PDUULHG�
FRXSOH�DQG�ZLWK�WKH�XQGHUVWDQGLQJ�WKDW�WKH\�DUH�PDUULHG�WR�HDFK�RWKHU��SDUWLFXODUO\�WKDW�VKH�LV�VH[XDOO\�H[FOXVLYH�WR�
KLP���VH[XDO�DFWLYLW\�EHWZHHQ�WKHP�ZRXOG�EH�OHJDOO\�FRQVLGHUHG�OLFLW�DQG�QRW�]¶QXW�
2Q�WKH�PRGHUQ�DSSURDFK�RI�RXU�0RYHPHQW�WR�WKH�GHDI�DQG�WKHLU�SDUWLFLSDWLRQ�LQ�ULWXDO�DQG�RWKHU�KDODNKLF�DFWLYLWLHV��

VHH�5DEEL�3DPHOD�%DUPDVK��³7KH�6WDWXV�RI�WKH�+HUHVK�DQG�RI�6LJQ�/DQJXDJH´��
ZZZ�UDEELQLFDODVVHPEO\�RUJ�VLWHV�GHIDXOW�ILOHV�DVVHWV�SXEOLF�KDODNKDK�WHVKXYRW������
�����6WDWXV���RI���WKH���+HUHVK�������SGI�
����2WKHU�UHOHYDQW�SDVVDJHV�FDVHV�DUH�IRXQG�LQ�%DYOL�<HYDPRW����D��EXW�VHH�(O\DNLP�*��(OOLQVRQ��1RQ�+DODFKLF�

0DUULDJH��$�6WXG\�RI�WKH�5DEELQLF�6RXUFHV�>7HO�$YLY��7KH�'YLU�&R��/WG�������@������Q����>+HE�@�RQ�GLIIHUHQFHV�
EHWZHHQ�WKLV�FDVH�DQG�WKH�RWKHUV��DQG����E����D��.HWXERW���E���D��DQG�.LGGXVKLQ���D�E�



FRXSOH��DQG�PRUH�SDUWLFXODUO\�WKH�PDQ��ZHUH�RI�WKH�LQWHQW�WR�LQLWLDWH�NLGGXVKLQ�WKURXJK�VH[XDO�LQWHUFRXUVH��
6LQFH�WKH�DOWHUQDWLYH�LV�WR�GHILQH�WKH�VH[�DFW�DV�]¶QXW��RXWVLGH�WKH�ERXQGV�RI�SURSHU�-HZLVK�EHKDYLRU��WKH�
SURSRVDO�KHUH�LV�WR�JLYH�WKH�PDQ�WKH�³EHQHILW�RI�WKH�GRXEW´�WKURXJK�D�SUHVXPSWLRQ�WKDW�KLV�LQWHQWLRQV�
LQVWHDG�PXVW�FHUWDLQO\�KDYH�EHHQ�OHJLWLPDWH��L�H���PDULWDO��6HFRQG�LV�%HLW�+LOOHO¶V�DVVHUWLRQ�WKDW��ʩʣʲ�ʯʤ�ʯʤ
ʤʠʩʡ�ʩʣʲ�ʯʤ�ʯʤʥ�ʣʥʧʩ��KHUHLQDIWHU��KHQ�KHQ�HGHL�\LKXG������ZLWQHVVHV�WR�VHFOXVLRQ�RI�D�PDQ�DQG�D�ZRPDQ�
WRJHWKHU�DUH�GHHPHG�HTXLYDOHQW�WR�ZLWQHVVHV�WR�VH[XDO�LQWHUFRXUVH�EHWZHHQ�WKHP��(YHQ�WKRXJK�LW�LV�QRW�
NQRZQ�IRU�FHUWDLQ�WKDW�D�VH[XDO�HQFRXQWHU�WRRN�SODFH��WKH�VHFOXVLRQ�LWVHOI�LV�VXIILFLHQW�JURXQGV�WR�EH�
FRQFHUQHG��RU�HYHQ�SUHVXPH�RXWULJKW��WKDW�RQH�GLG��3XWWLQJ�WKHVH�WZR�IDFWRUV�WRJHWKHU��WKH�OHJDO�UHVXOW�LV�
WKDW�DW�OHDVW�LQ�WKLV�FDVH�WKHUH�GR�QRW�QHHG�WR�EH�HLWKHU�ZLWQHVVHV�WR�WKH�VH[XDO�DFW�LWVHOI�RU�DQ�H[SOLFLW�
VWDWHPHQW�RI�LQWHQW�LQ�RUGHU�WR�HVWDEOLVK�D�UHDVRQDEOH�FRQFHUQ�WKDW�NLGGXVKLQ�PD\�KDYH�WDNHQ�SODFH��UDWKHU��
LI�WKH�FRXSOH�KDYH�EHHQ�LQ�VHFOXVLRQ�WRJHWKHU�LQ�FLUFXPVWDQFHV�FRQGXFLYH�WR�VH[XDO�FRQWDFW��WKHUH�LV�DW�
PLQLPXP�D�VXVSLFLRQ�DQG�DW�PD[LPXP�D�OHJDO�SUHVXPSWLRQ�WKDW�D��VH[XDO�LQWHUFRXUVH�KDV�WDNHQ�SODFH��DQG�
E��WKH�PDQ�LQWHQGHG�WKH�LQWHUFRXUVH�DV�DQ�DFW�RI�EHWURWKDO���

:KHQ�VXEVHTXHQW�DXWKRULWLHV�EHJLQ�WR�GHYHORS�WKHLU�OHJDO�VWDQFHV�RQ�KHWHURVH[XDO�VH[XDO�
UHODWLRQVKLSV�EHWZHHQ�-HZV�RXWVLGH�RI�NLGGXVKLQ��LW�LV�FRQVLGHUDWLRQV�DERXW�WKH�VFRSH�RI�WKLV�FDVH��DQG�
RWKHUV�OLNH�LW��DQG�PRVW�SDUWLFXODUO\�WKH�OHJDO�SULQFLSOHV�WKDW�HPHUJH�IURP�LW�WKDW�WDNH�FHQWHU�VWDJH��,Q�
HVVHQFH��WKH�TXHVWLRQ�EHFRPHV��KRZ�EURDGO\�PD\�WKH�SULQFLSOHV�RI�HLWKHU�HLQ�DGDP����DQG�RU�KHQ�KHQ�HGHL�
\LKXG����EH�DSSOLHG"�'R�DOO�-HZLVK�PHQ��RU�FRXSOHV��IDOO�XQGHU�WKH�SUHVXPSWLRQ�WKDW�WKH\�ZRXOG�SUHIHU�
PDULWDO�LQWLPDF\�WR�LOOLFLW�VH[XDO�DFWLYLW\"�%\�ZKDW�FULWHULD�FDQ�LW�EH�GHWHUPLQHG�LI�D�VH[XDO�HQFRXQWHU�
VKRXOG�EH�GHHPHG�OLFHQWLRXV��RU�VRPHWKLQJ�PRUH�ELQGLQJ"�,Q�D�VLPLODU�YHLQ��KRZ�EURDGO\�PD\�ZH�GHILQH�
WKH�³ZLWQHVVLQJ´�RI�VHFOXVLRQ�EHWZHHQ�D�PDQ�DQG�D�ZRPDQ�LQ�RUGHU�WR�LQYRNH�D�SUHVXPSWLRQ�WKDW�VH[XDO�
DFWLYLW\�KDV�WDNHQ�SODFH�EHWZHHQ�WKHP"�,I�LW�LV�SXEOLFO\�NQRZQ�WKDW�D�FRXSOH�LV�FRKDELWLQJ��HLWKHU�ZLWKRXW�
WKH�SUHOLPLQDU\�RI�D�FHUHPRQ\�RI�DQ\�NLQG��RU�DV�D�FRQVHTXHQFH�RI�D�FHUHPRQ\�RWKHU�WKDQ�NLGGXVKLQ��LV�
WKLV�VXIILFLHQW�WR�EH�FRQVLGHUHG�YDOLG�WHVWLPRQ\�WR�VH[XDO�UHODWLRQV�EHWZHHQ�WKHP"�$QG�VXPPHG�XS�LQ�D�
VLQJOH�TXHVWLRQ��:KHQ�WKHUH�LV�JRRG�UHDVRQ�WR�EHOLHYH�WKDW�D�-HZLVK�PDQ�DQG�D�-HZLVK�ZRPDQ�DUH�LQ�DQ�
H[WHQGHG�DQG�H[FOXVLYH�VH[XDO�UHODWLRQVKLS�ZLWK�HDFK�RWKHU��KRZ�EURDGO\�VKRXOG�ZH�LQYRNH�WKH�SRVVLELOLW\�
WKDW�DW�OHDVW�SRWHQWLDO�NLGGXVKLQ�KDV�EHHQ�HQDFWHG�WKURXJK�VH[XDO�LQWHUFRXUVH��DQG�WKXV�KRZ�EURDGO\�VKRXOG�
ZH�WKXV��DWWHPSW�WR��UHTXLUH�WKDW�WKH�FRXSOH�JR�WKURXJK�WKH�JHW�SURFHVV�ZKHQ�VHYHULQJ�WKHLU�UHODWLRQVKLS��DW�
OHDVW�RXW�RI�GRXEW"��

,Q�WKH�PRGHUQ�HUD��WKLV�TXHVWLRQ�KDV�EHFRPH�HVSHFLDOO\�SUHVVLQJ�LQ�UHVSRQVH�WR�FLYLO�PDUULDJH�±�
PDUULDJH�DGPLQLVWHUHG�E\�VHFXODU�JRYHUQPHQWDO�DXWKRULW\�±�ILUVW�LQWURGXFHG�LQ�+ROODQG�LQ�������,Q�WKH�
&RQVHUYDWLYH�0DVRUWL�0RYHPHQW�WKH�JRYHUQLQJ�WHVKXYDK�RQ�WKLV�WRSLF�UHPDLQV�³&LYLO�0DUULDJH�´�ZULWWHQ�
E\�5DEEL�,VDDF�.OHLQ�LQ���������DQG�VR�LW�LV�WKH�DUJXPHQWV�RI�WKDW�SDSHU�WKDW�,�ZLOO�UHYLHZ�PRVW�WKRURXJKO\�
KHUH����,Q�RUGHU�WR�XQGHUVWDQG�VRPH�RI�WKH�XQGHUO\LQJ�SULQFLSOHV�RI�WKDW�WHVKXYDK��RU�LQGHHG��PDQ\�
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����7KH�ZRPDQ¶V�XQGHUVWDQGLQJ�RI�ZKDW�LV�KDSSHQLQJ�GXULQJ�WKH�VHFOXVLRQ�DQG�RU�VH[�DFWV�LV�QRW�FRQVLGHUHG�
GLUHFWO\��EXW�PRVW�OLNHO\�KHU�SDUWLFLSDWLRQ�DORQH�LV�WDNHQ�DV�KHU�FRQVHQW��6HH�IXUWKHU�GLVFXVVLRQ�LQ�6HFWLRQ�,,,�EHORZ�
����)RU�IXUWKHU�GLVFXVVLRQ�RI�WKHVH�TXHVWLRQV�PRUH�LQ�WKH�YHLQ�RI�D�³KLVWRU\�RI�WKH�KDODNKDK´�LQ�WKLV�DUHD��VHH�*DLO�

/DERYLW]��³3UHVXPSWXRXV�+DODFKDK��2Q�'HWHUPLQLQJ�WKH�6WDWXV�RI�5HODWLRQVKLSV�2XWVLGH�-HZLVK�0DUULDJH�´�6WXGLHV�
LQ�-HZLVK�&LYLOL]DWLRQ�����0LVKSDFKDK��7KH�-HZLVK�)DPLO\�LQ�7UDGLWLRQ�DQG�7UDQVLWLRQ�������������±���
����:KLFK�FDQ�EH�IRXQG�LQ�,VDDF�.OHLQ��5HVSRQVD�DQG�+DODNKLF�6WXGLHV��1HZ�<RUN��.WDY�3XEOLVKLQJ�+RXVH��,QF���

�������±����0RUH�VWULFWO\�VSHDNLQJ��WKLV�LV�WKH�ELQGLQJ�WHVKXYDK�IRU�WKH�&RQVHUYDWLYH�0DVRUWL�0RYHPHQW�LQ�WKH�
'LDVSRUD��VLQFH�WKHUH�LV�QR�RSWLRQ�RI�FLYLO�PDUULDJH�ZLWKLQ�,VUDHO��2Q�WKH�,VUDHOL�DOWHUQDWLYH�RI�³ʸʥʡʩʶʡ�ʲʥʣʩ´�NQRZQ�WR�
WKH�SXEOLF��VHH�EHORZ��6HFWLRQ�,,,�
����)RU�VXPPDULHV�DQG�DQDO\VHV�RI�KRZ�D�QXPEHU�RI�SURPLQHQW�2UWKRGR[�SRVNLP�KDYH�DGGUHVVHG�WKHVH�

FRQVLGHUDWLRQV�VLQFH�WKLV�TXHVWLRQ�ILUVW�DURVH��VHH�$EUDKDP�+D\\LP�)UHLPDQQ��7KH�2UGHU�RI�%HWURWKDO�DQG�0DUULDJH�
$IWHU�WKH�&RPSOHWLRQ�RI�WKH�7DOPXG��-HUXVDOHP��0RVDG�KD�5DY�.RRN�����������±����(OOLVRQ�����±����DQG�$ULHO�
3LFDUG��³µ$FFRUGLQJ�WR�WKH�/DZ�RI�0RVHV�DQG�,VUDHO¶��7KH�(VVHQFH�RI�0DUULDJH�$FFRUGLQJ�WR�WKH�+DODNKLF�'HFLVRUV�
RI�WKH�7ZHQWLHWK�&HQWXU\��&LYLO�0DUULDJH�DV�D�7HVW�&DVH�´�'HPRFUDWLF�&XOWXUH�LQ�,VUDHO�DQG�LQ�WKH�:RUOG�;,,�
�����������±���



WHVKXYRW�RQ�FLYLO�PDUULDJH�FRKDELWDWLRQ���KRZHYHU��ZH�PXVW�ILUVW�UHYLHZ�WKH�WZR�PRVW�LQIOXHQWLDO��SRVW�
7DOPXGLF��SUH�PRGHUQ�VRXUFHV�RQ�WKLV�TXHVWLRQ��WKH�YLHZ�RI�0DLPRQLGHV�DV�H[SUHVVHG�LQ�D�SDLU�RI�LQWHU�
UHODWHG�UXOLQJV�LQ�WKH�0LVKQHK�7RUDK��DQG�D�WHVKXYDK�RI�5DEEL�<LW]KDN�EHQ�6KHVKHW��NQRZQ�DV�WKH�5LYDVK�

7KH�ILUVW�UHOHYDQW�UXOLQJ�RI�WKH�5DPEDP�RFFXUV�LQ�FRQQHFWLRQ�WR�KLV�GLVFXVVLRQ�RI�WKH�FDVH�RI�WKH�
SUHYLRXVO\�GLYRUFHG�FRXSOH�DW�WKH�LQQ��LQ�0LVKQHK�7RUDK��+LONKRW�*HUXVKLQ��������

�ʥʬʩʣʢʤʥ��ʺʥʰʦ�ʺʬʩʲʡ�ʥʺʬʩʲʡ�ʤʹʥʲ�ʭʣʠ�ʯʩʠʹ�ʤʷʦʧ��ʨʢ�ʤʫʩʸʶ�ʭʩʣʲ�ʩʰʴʡ�ʬʲʡʺʹ�ʤʹʠ�ʬʫʹ�ʭʩʰʥʠʢʤ�ʺʶʷʮ�ʥʸʥʤ
�ʠʡ�ʪʫ�ʸʧʠʥ�ʥʺʧʴʹ�ʸʸʧʹ�ʠʮʹ���ʥʬ�ʯʩʹʹʥʧ�ʥʺʧʴʹʮ�ʯʡ�ʥʬ�ʹʩʹ�ʩʮʹ�ʥʸʥʤʹ�ʣʲ�ʭʺʲʣ�ʬʲ�ʤʬʲʹ�ʤʦ�ʸʡʣʡ�ʥʴʩʱʥʤʥ

�ʣʠʮ�ʣʲ�ʩʰʩʲʡ�ʭʤ�ʭʩʷʥʧʸ�ʥʬʠʤ�ʭʩʸʡʣʤ�ʬʫʥ��ʺʥʰʦ�ʺʬʩʲʡ�ʥʺʬʩʲʡ�ʤʹʥʲ�ʭʣʠ�ʯʩʠʹ�ʸʸʧʹ�ʩʠʣʥʹ�ʤʸʥʤʹ�ʩʮ�ʹʩʥ��ʤʩʬʲ
�ʥʺʹʠ�ʠʩʤ�ʩʸʤʹ���ʣʡʬʡ�ʤʹʸʩʢʹ�ʥʺʹʠʡ�ʠʬʠ�ʥʦ�ʤʷʦʧ�ʭʩʮʫʧ�ʥʸʮʠ�ʠʬʹ��ʯʤʩʬʲ�ʪʥʮʱʬ�ʩʥʠʸ�ʯʩʠʥ�ʤʠʸʥʤʤ�ʩʫʸʣʮ

�ʤʰʥʦ�ʬʫ�ʩʸʤ�ʭʩʹʰʤ�ʸʠʹʡ�ʬʡʠ�����ʺʥʰʦ�ʺʬʩʲʡ�ʠʩʤʹ�ʹʸʴʩʹ�ʣʲ�ʺʥʰʦ�ʺʬʩʲʡ�ʥʺʬʩʲʡ�ʤʹʥʲ�ʥʰʩʠʹ�ʥʺʷʦʧʹ�ʠʥʤ�ʥʺʹʠʡʥ
����ʯʩʹʥʣʷ�ʭʹʬ�ʠʥʤʹ�ʹʸʴʩʹ�ʣʲ�ʺʥʰʦ�ʭʹʬ�ʬʲʡʹ�ʺʷʦʧʡ

6RPH�RI�WKH�*HRQLP�UXOHG�WKDW�DQ\�ZRPDQ�ZLWK�ZKRP�D�PDQ�KDG�VH[XDO�LQWHUFRXUVH�LQ�WKH�
SUHVHQFH�RI�ZLWQHVVHV�QHHGV�D�GLYRUFH�GRFXPHQW��RQ�WKH�SUHVXPSWLRQ�WKDW�D�PDQ�GRHV�QRW�LQWHQG�
KLV�VH[�DFW�WR�EH�OLFHQWLRXV�VH[��$QG�WKH\�H[SDQGHG�DQG�DGGHG�WR�WKLV�PDWWHU�WKDW�DURVH�LQ�WKHLU�
PLQGV�VXFK�WKDW�WKH\�UXOHG�WKDW�>LQ�WKH�FDVH�LQ�ZKLFK@�RQH�ZKR�KDV�D�FKLOG�E\�KLV�VODYH�ZRPDQ��ZH�
DUH�FRQFHUQHG�UHJDUGLQJ�KLP«OHVW�SHUKDSV�KH�IUHHG�KLV�VODYH�ZRPDQ�DQG�>RQO\@�DIWHUZDUGV�KDG�
VH[XDO�LQWHUFRXUVH�ZLWK�KHU��DQG�WKHUH�LV�RQH�ZKR�UXOHV�WKDW�KH�FHUWDLQO\�IUHHG�>KHU@�VLQFH�D�PDQ�
GRHV�QRW�LQWHQG�KLV�VH[�DFW�WR�EH�OLFHQWLRXV�VH[����$QG�DOO�WKHVH�WKLQJV�DUH�H[WUHPHO\�IDU�UHPRYHG�
LQ�P\�H\HV�IURP�WKH�ZD\V�RI�SURSHU�UXOLQJ�DQG�LW�LV�LPSURSHU�WR�UHO\�RQ�WKHP��)RU�WKH�VDJHV�GLG�
QRW�DUWLFXODWH�WKLV�SUHVXPSWLRQ�H[FHSW�UHJDUGLQJ�KLV�ZLIH�ZKRP�KH�GLYRUFHG«VLQFH�VKH�LV�>KDV�
EHHQ@�KLV�ZLIH��DQG�LW�LV�ZLWK�KLV�ZLIH�>H�J���RQO\�ZLWK�D�ZRPDQ�ZLWK�ZKRP�KH�KDV�DOUHDG\�KDG�D�
PDULWDO�FRQQHFWLRQ@�WKDW�LW�LV�SUHVXPHG�RI�KLP�WKDW�D�PDQ�GRHV�QRW�LQWHQG�KLV�VH[�DFW�WR�EH�
OLFHQWLRXV�VH[��XQWLO�KH�VSHFLILHV�WKDW�LW�LV�OLFHQWLRXV�VH[���%XW�ZLWK�DOO�RWKHU�ZRPHQ��HYHU\�
IRUQLFDWRU���LV�XQGHU�WKH�SUHVXPSWLRQ�WKDW�KH�KDG�VH[XDO�LQWHUFRXUVH�IRU�WKH�SXUSRVH�RI�
OLFHQWLRXVQHVV��XQWLO�KH�VSHFLILHV�WKDW�LW�LV�IRU�WKH�SXUSRVH�RI�NLGGXVKLQ�

,Q�WKH�5DPEDP¶V�XQGHUVWDQGLQJ��LI�WKH�SULQFLSOH�LV�WDNHQ�WR�LWV�ORJLFDO�H[WUHPH��ZH�ZRXOG�KDYH�WR�EH�
FRQFHUQHG�DERXW�WKH�SRVVLELOLW\�RI�NLGGXVKLQ�DQ\�WLPH�WKHUH�ZDV�UHDVRQDEOH�HYLGHQFH�RI�VH[XDO�FRQWDFW�
EHWZHHQ�D�-HZLVK�PDQ�DQG�DQ�XQPDUULHG�-HZLVK�ZRPDQ�±�ZKLFK�ZH�DOVR�NQRZ�IURP�E��*LWW����E�PHDQV�
HYLGHQFH�QRW�QHFHVVDULO\�RI�WKH�VH[�DFW�LWVHOI�EXW�HYHQ�VHFOXVLRQ�RI�WKH�FRXSOH�WRJHWKHU��KHQ�KHQ�HGHL�
\LKXG������<HW�WKH�5DPEDP¶V�UKHWRULF�VXJJHVWV�WKDW�VXFK�D�FRQFOXVLRQ�GRHV�QRW�FRPSRUW�ZLWK�UHDVRQDEOH�
FRQFOXVLRQV�DERXW�KXPDQ�EHKDYLRU��:KLOH�LW�PLJKW�EH�QLFH�WR�VXSSRVH�WKDW�DOO�-HZLVK�PHQ�KDG�
³KRQRUDEOH´�LQWHQWLRQV�ZKHQ�HQJDJLQJ�LQ�VH[XDO�UHODWLRQV�RXWVLGH�RI�DOUHDG\�HVWDEOLVKHG�PDUULDJHV��VXFK�
DQ�DVVXPSWLRQ�VWUHWFKHV�WKH�ERXQGDULHV�RI�FUHGXOLW\��5DWKHU��0DLPRQLGHV�DUJXHV��WKH�%DYOL�LQYRNHG�WKLV�
SULQFLSOH�RQO\�LQ�D�VPDOO�VHW�RI�FLUFXPVWDQFHV��DOO�RI�ZKLFK�VKDUH�D�FRPPRQ�IHDWXUH��ZKLFK�LV�WKDW�VRPH�
IRUP�RI�PDULWDO�UHODWLRQVKLS�KDG�DOUHDG\�EHHQ�HVWDEOLVKHG�DW�VRPH�WLPH�EHWZHHQ�WKH�FRXSOH����2QO\�ZKHQ�
WKHUH�LV�UHDVRQ�WR�VXVSHFW�WKDW�WKH�PDQ¶V�WKRXJKWV�DQG�LQWHQWLRQV�DUH�DOUHDG\�IRFXVHG�RQ�D�PDULWDO�
UHODWLRQVKLS�FDQ�ZH�OHJDOO\�SUHVXPH�WKDW�KLV�LQWHQW�LQ�WKLV�VH[XDO�HQFRXQWHU�LV�IRU�WKH�VDNH�RI�
�UH�HVWDEOLVKLQJ�PDUULDJH��7KLV�UHDGLQJ�LV�FRQILUPHG�LQ�WKH�5DPEDP¶V�GLVFXVVLRQ�RI�WKH�VWDWXV�RI�WKH�VODYH�
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����6HH��IRU�H[DPSOH��WKH�FDVH�UHIHUHQFHG�E\�+DL�*DRQ�LQ�5HVSRQVD�RI�WKH�*HRQLP��6KD¶DUHL�7]HGHN��KHOHN����
VKD¶DU����VLPDQ�����2Q�WKH�UHODWLRQVKLS�EHWZHHQ�0DLPRQLGHV¶�UXOLQJV�DQG�WKH�HDUOLHU�VRXUFHV��VHH�(OOLQVRQ������
����1RWH�WKDW�WKH�ZRUG�LQ�WKH�+HEUHZ�LV�SXQFWXDWHG�DV�ʤʓh ʥʦ��WKDW�LV��LQ�WKH�PDVFXOLQH��DFFRUGLQJ�WR�0HFKRQ�0DPUH�

�VHH�ZZZ�PHFKRQ�PDPUH�RUJ��DQG�LQ�WKH�³5DPEDP�OD�$P´�HGLWLRQ��-HUXVDOHP��0RVVDG�+DUDY�.RRN���������KHQFH�
WKLV�WUDQVODWLRQ�
����6HH�WKH�SDVVDJHV�OLVWHG�LQ�Q�����DERYH�



FKLOG�LQ�UHJDUGV�WR�KLV�IDWKHU¶V�HVWDWH��LV�KH�DQ�KHLU�WR�LW��RU�SDUW�RI�LW"��LQ�WKH�ODZV�RI�LQKHULWDQFH��0LVKQHK�
7RUDK��+LONKRW�1DKDORW������

�ʭʫʧ�ʣʩʮʬʺ�ʭʠ��ʥʮʠ�ʠʩʤ�ʺʸʸʧʥʹʮʥ�ʠʥʤ�ʩʰʡ�ʸʮʠʹ�ʥʠ��ʭʩʰʡ�ʢʤʰʮ�ʥʡ�ʢʤʥʰ�ʤʩʤʥ�ʯʡ�ʤʰʮʮ�ʣʩʬʥʤʥ�ʤʧʴʹ�ʥʬ�ʤʺʩʤʹ�ʩʮ
�ʯʮ�ʤʩʤ�ʭʠ�ʸʮʥʬ�ʪʩʸʶ�ʯʩʠʥ�ʠʥʤ�ʺʥʨʥʩʣʤ�ʸʠʹʮ�ʭʠʥ���ʥʰʹʸʩʩ�ʤʦ�ʩʸʤ�ʺʥʶʮ�ʩʷʥʣʷʣʡ�ʷʥʣʡ�ʠʥʤʹ�ʸʹʫ�ʭʣʠ�ʥʠ�ʠʥʤ

�ʥʺʥʠ�ʯʩʸʫʥʮ�ʥʩʡʠʮ�ʥʩʧʠʥ�ʸʡʣ�ʬʫʬ�ʣʡʲ�ʺʷʦʧʡ�ʤʦ�ʩʸʤ�ʪʫʬ�ʯʮʶʲ�ʯʩʸʩʷʴʮʤ
2QH�ZKR�KDG�D�VODYH�ZRPDQ�DQG�IDWKHUHG�D�FKLOG�IURP�KHU��DQG�DFWHG�WRZDUGV�KLP�>WKH�FKLOG@�LQ�
WKH�PDQQHU�RI�>OHJLWLPDWH@�FKLOGUHQ��RU�LI�KH�VD\V�³+H�LV�P\�VRQ�DQG�KLV�PRWKHU�KDV�EHHQ�IUHHG´�±�
LI�KH�ZHUH�D�VFKRODU�RU�D�PDQ�RI�JRRG�UHSXWDWLRQ�ZKR�LV�YHU\�SXQFWLOLRXV�LQ�WKH�GHWDLOV�RI�WKH�
FRPPDQGPHQWV��WKHQ�WKLV�>FKLOG@�LQKHULWV�IURP�KLP«%XW�LI�KH�>WKH�IDWKHU@�ZHUH�IURP�DPRQJ�WKH�
RWKHU�RUGLQDU\�IRON�±�DQG�LW�JRHV�ZLWKRXW�VD\LQJ�LI�KH�ZDV�DPRQJ�WKRVH�ZKR�DFW�IUHHO\�LQ�WKLV�>W\SH�
RI�EHKDYLRU@�±�WKHQ�WKLV�>FKLOG@�LV�XQGHU�WKH�SUHVXPSWLRQ�RI�EHLQJ�D�VODYH�LQ�DOO�PDWWHUV��DQG�KLV�
>ELRORJLFDO@�EURWKHUV�IURP�KLV�IDWKHU�PD\�VHOO�KLP«

$OWKRXJK�0DLPRQLGHV�GRHV�QRW�LQYRNH�WKH�SULQFLSOH�RI�HLQ�DGDP����GLUHFWO\�KHUH��KH�LV�FOHDUO\�WU\LQJ�RQFH�
DJDLQ�WR�OLPLW�WKH�VFRSH�RI�LWV�DSSOLFDELOLW\�E\�GLVWLQJXLVKLQJ�FDVHV�LQ�ZKLFK�WKH�IDWKHU�ZDV�NQRZQ�WR�EH�D�
VFKRODU�DQG�RU�UHOLJLRXVO\�VFUXSXORXV�PDQ��ZKHUHDV�RWKHU�PRUH�³RUGLQDU\´�-HZLVK�PHQ�GR�QRW�JHW�
SUHVXPSWLRQV�RI�KDYLQJ�DFWLQJ�LQ�D�SURSHU�PDQQHU���

7KH�5LYDVK¶V�UHVSRQVXP������GLVFXVVHV�WKH�FDVH�RI�D�IHPDOH�IRUFHG�FRQYHUW�IURP�0DMRUFD�GXULQJ�
WKH�,QTXLVLWLRQ��ZKR�KDG�PDUULHG�DQRWKHU�IRUFHG�FRQYHUW�XQGHU�&DWKROLF�ULWHV��7KH�ZRPDQ�ERUH�D�FKLOG��
EXW�WKH�KXVEDQG�VXEVHTXHQWO\�ZHQW�DEURDG�DQG�GLVDSSHDUHG��7KH�ZRPDQ�ZDV�HYHQWXDOO\�DEOH�WR�UHWXUQ�WR�D�
-HZLVK�FRPPXQLW\�DQG�-HZLVK�SUDFWLFH��6LQFH�ERWK�SDUWLHV�ZHUH�-HZLVK�E\�ELUWK��ZHUH�WKHUH�JURXQGV�WR�
FRQVLGHU�WKH�PDUULDJH�EHWZHHQ�WKHP�D�-HZLVK�PDUULDJH��NLGGXVKLQ�DW�OHDVW�DIWHU�WKH�IDFW��LQ�ZKLFK�FDVH�WKH�
ZRPDQ�ZRXOG�QHHG�WR��ORFDWH�DQG��UHFHLYH�D�JHW�IURP�WKH�PDQ�EHIRUH�EHLQJ�DOORZHG�WR�UHPDUU\�LQ�WKH�
-HZLVK�FRPPXQLW\"�%URDGO\�VWDWHG��WKH�5LYDVK�SUHVHQWV�WZR�NH\�DUJXPHQWV�WR�PDNH�WKH�FDVH�WKDW�WKH�
³PDUULDJH´�LV�QRW�NLGGXVKLQ�DQG�WKDW�WKH�ZRPDQ�GRHV�QRW�QHHG�D�JHW���

)LUVW�LV�WKH�DVVHUWLRQ�WKDW�RQO\�UHODWLRQVKLSV�HVWDEOLVKHG�NQRZLQJO\�DQG�LQWHQWLRQDOO\�DV�NLGGXVKLQ��
WKURXJK�WKH�UHFRJQL]HG�DQG�FRUUHFWO\�SHUIRUPHG�SURFHGXUHV�RI�NLGGXVKLQ��WKH�FRXSOH�DUH�HOLJLEOH�IRU�
NLGGXVKLQ��WKH�NLGGXVKLQ�LV�SURSHUO\�ZLWQHVVHG��HWF����WKHUHE\�KDYH�WKH�VWDWXV�RI�NLGGXVKLQ�

�́ ʹʧ�ʭʤʡ�ʯʩʠʹ��
ʺʥʮʡ�ʩʰʤʫʡʥ�ʭʩʡʫʫ�ʩʣʡʥʲ�ʩʱʥʮʩʰʡ�ʥʹʲʰʹ��ʤʶʸʺʹ�ʥʮʫ�ʭʠʸʷʺ��ʯʩʠʥʹʰʤ�ʥʠ�ʯʩʱʥʸʩʠʤ�ʩʫ�ʷʴʱ�ʯʩʠ
�̫ ʸ��ʭʥʬʫ�ʤʬ�ʯʺʰ�ʠʬ�ʩʸʤ�ʯʠʫʡ�ʮ�ʮ���ʠʥʤ�ʸʮʠʥ�ʠʥʤ�ʯʺʰ�ʭʤʡ�ʭʩʩʷʺʰ�ʠʬ�ʩʸʤʹ��ʭʩʸʹʫ�ʭʩʣʲ�ʭʤʡ�ʥʩʤ�ʭʠ�ʳʠ��ʯʩʹʥʣʷ

��ʣʧʠ�ʬʫʬ�ʺʲʡʨ�ʯʺʥʰʥ�ʬʥʣʢ�ʬʥʷʡ�ʭʺʥʠ�ʪʸʡʮ�ʸʮʥʫʤʹ
7KHUH�LV�QR�GRXEW�WKDW�WKH�EHWURWKDO�RU�PDUULDJH�ULWHV��FDOO�WKHP�ZKDW�\RX�ZLVK��ZKLFK�ZHUH�GRQH�
LQ�WKH�UHOLJLRQ�RI�LGRODWHUV�DQG�E\�WKH�SULHVWV�RI�WKHLU�JDWKHULQJ�SODFHV�±�WKHUH�LV�QRW�HYHQ�D�
VXVSLFLRQ�RI�NLGGXVKLQ�LQ�WKHP��HYHQ�LI�WKHUH�ZHUH�YDOLG�ZLWQHVVHV�DW�WKHP��EHFDXVH�>WKH�
UHTXLUHPHQW�RI@�³KH�JDYH�DQG�KH�VSRNH´�ZDV�QRW�IXOILOOHG�E\�WKHP�>WKH�ULWHV�SHUIRUPHG@����,Q�DQ\�
FDVH��LQ�WKLV�VLWXDWLRQ�KH�GLG�QRW�JLYH�KHU�DQ\WKLQJ��UDWKHU�RQO\�WKH�SULHVW�EOHVVHV�WKHP�DORXG�DQG�
JLYHV�D�ULQJ�WR�HDFK�RQH�

+H�TXLFNO\�PRYHV�RQ��KRZHYHU��GLUHFWO\�WR�WKH�TXHVWLRQ�RI�ZKHWKHU�WKH�SUHVXPSWLRQ�HLQ�DGDP����VKRXOG�EH�
UHOHYDQW�KHUH��,W�ZDV��DIWHU�DOO��NQRZQ�WR�RWKHUV��LQFOXGLQJ�RWKHU�RULJLQDOO\�-HZLVK�IRUFHG�FRQYHUWV��WKDW�WKH�
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����6HH�DOVR�7HUXPDW�KD'HVKHQ�������ZKR�PDNHV�D�VLPLODU�DUJXPHQW�
����$V�D�FROOHDJXH�RQ�WKLV�FRPPLWWHH�KDV�QRWHG��LW�LV�SRVVLEOH�DQG�SHUKDSV�HYHQ�OLNHO\�WKDW�WKH�5LYDVK�ZURWH�WKLV�

WHVKXYDK�LQ�WKH�ORQJ�WUDGLWLRQ�RI�SRVNLP�VHHNLQJ�ORFDOL]HG�VROXWLRQV�WR�UHVFXH�LQGLYLGXDO�ZRPHQ�IURP�VSHFLILF�FDVHV�
RI�SRWHQWLDO�DJLQXW��DQG�GLG�QRW�LQWHQG�DQ\�VRUW�RI�PRUH�JHQHUDOL]HG�VWDWHPHQW�DERXW�WKH�QDWXUH�RI�PDUULDJHV�ZLWKLQ�
WKH�&DWKROLF�&KXUFK�DQG�RU�RXWVLGH�RI�-HZLVK�ULWHV��L�H���NLGGXVKLQ���1RQHWKHOHVV��WKHUH�LV�E\�QRZ�D�ORQJ�KDODNKLF�
KLVWRU\�RI�UHDGLQJ�WKH�WHVKXYDK�LQ�WKLV�EURDGHU�PDQQHU��DQG�,�ZLOO�WKHUHIRUH�GR�WKH�VDPH�



FRXSOH�OLYHG�WRJHWKHU�DV�KXVEDQG�DQG�ZLIH��8QGHU�WKH�DGGLWLRQDO�SULQFLSOH�RI�KHLQ�KHLQ�HGHL�\LKXG����
SHUKDSV�WKDW�NQRZOHGJH�RI�WKH�FRKDELWDWLRQ�EHWZHHQ�WKH�PDQ�DQG�WKH�ZRPDQ��QRW�WR�PHQWLRQ�KHU�
SUHJQDQF\���VKRXOG�EH�VXIILFLHQW�WR�SUHVXPH�VH[XDO�FRQWDFW�EHWZHHQ�WKHP�

�ʩʱʩʢʣ�ʤʦʡ�ʠʶʥʩʫʡ�ʭʤʩʸʡʣ�ʩʴʬʥ���ʥʰʮʮ�ʤʸʡʲʺʰʥ�ʥʩʺʧʺ�ʤʣʮʲʥ��ʭʥʱʸʴʡ�ʤʮʲ�ʣʧʩʩʺʰʹ�ʤʮʡ�ʠʥʤ�ʯʩʩʲʬ�ʹʩʹ�ʤʮ�ʬʡʠ
�ʯʩʠʹ�ʩʴ�ʬʲ�ʳʠ��ʤʮʲ�ʣʧʩʺʰʹ�ʭʩʣʲ�ʹʩʹ�ʬʫ�ʨʢ�ʥʰʮʩʤ�ʤʫʩʸʶʹ�ʤʸʥʠʫʬ�ʤʠʸʰ�ʤʩʤ��ʤʹʠʬ�ʥʬ�ʺʥʩʤʬ�ʤʧʷʬʹ�ʭʢʥ��ʩʣʣʤʠ
�ʭʣʠ�ʯʩʠʣ��ʬʲʡ�ʯʩʹʥʣʩʷ�ʭʹʬ�ʯʰʩʸʮʠ�ʤʬʲʡʰʹ�ʯʥʩʫʥ��ʤʠʩʡ�ʩʣʩʲ�ʯʤ�ʯʤ�ʣʥʧʩ�ʩʣʩʲ�ʯʤ�ʯʤ�ʯʰʩʸʮʠ�ʢ�ʤʡʣ��ʤʠʩʡ�ʩʣʩʲ�ʭʹ

�ʺʥʰʦ�ʺʬʩʲʡ�ʥʺʬʩʲʡ�ʤʹʥʲ
%XW�UDWKHU��ZKDW�QHHGV�WR�EH�ORRNHG�LQWR�LV�WKDW�KH�ZDV�VHFOXGHG�ZLWK�KHU�LQ�D�SXEOLFO\�NQRZQ�
ZD\��DQG�VKH�UHPDLQHG�XQGHU�KLP��OLYHG�DV�KLV�ZLIH��DQG�EHFDPH�SUHJQDQW�IURP�KLP«�$QG�
DFFRUGLQJ�WR�WKHLU�ZRUGV�>L�H���WKH�YLHZV�RI�WKRVH�*HRQLP�ZKR�UXOHG�EURDGO\@��LQ�D�FDVH�VXFK�DV�
WKLV�ZKHUH�WKH\�DUH�IDPLOLDU�ZLWK�HDFK�RWKHU��DQG�DOVR�KH�WRRN�KHU�WR�EH�KLV�ZLIH��LW�ZRXOG�VHHP�DW�
ILUVW�JODQFH�WKDW�VKH�QHHGV�D�JHW�EHFDXVH�WKHUH�DUH�ZLWQHVVHV�WKDW�KH�ZDV�VHFOXGHG�ZLWK�KHU��HYHQ�
WKRXJK�WKHUH�DUH�QR�ZLWQHVVHV�WR�D�VH[�DFW�>LWVHOI@��$QG�LQ�D�FDVH�RI�WKLV�VRUW��ZH�VD\�ZLWQHVVHV�WR�
VHFOXVLRQ�DUH�HTXLYDOHQW�WR�ZLWQHVVHV�WR�VH[XDO�LQWHUFRXUVH��DQG�VLQFH�VKH�HQJDJHG�LQ�VH[XDO�
LQWHUFRXUVH��ZH�VD\�WKDW�KH�KDG�VH[�ZLWK�WKH�LQWHQW�RI�NLGGXVKLQ��EHFDXVH�D�PDQ�GRHV�QRW�LQWHQG�
KLV�VH[�DFW�WR�EH�OLFHQWLRXV�VH[�

&DQ�LW�WKHUHIRUH�EH�SUHVXPHG��RU�DW�OHDVW�SRVVLEOH��WKDW�WKH�VH[XDO�DFW�ZDV�GRQH�ZLWK�WKH�LQWHQW�RI�
OHJLWLPDWH��-HZLVK��PDUULDJH��L�H���NLGGXVKLQ"

7KH�5LYDVK¶V�UHVSRQVH��KRZHYHU��LV�WR�WXUQ�WR�WKH�5DPEDP¶V�DUJXPHQW��DQG�WKRVH�RI�RWKHUV�DV�
ZHOO��DJDLQVW�D�EURDG�DSSOLFDWLRQ�RI�WKH�HLQ�DGDP����SULQFLSOH�

���ʭʩʣʩ�ʩʺʹʡ�ʥʦ�ʤʠʸʥʤ�ʤʧʣ�ʬ�ʦ�ʭ�ʡʮʸʤ�ʭʰʮʠ
�ʯʥʩʫʣ��ʯʩʹʥʣʩʷ�ʭʹʬ�ʬʲʡ�ʠʬ�ʤʦ�ʯʥʣʰʡ�ʠʫʤ��ʬʲʡ�ʯʩʹʥʣʩʷ�ʭʹʬ�ʯʰʩʸʮʠ�ʭʺʱʡʣ�ʯʩʸʡʥʱʹ�ʬ�ʦ�ʭʩʰʥʠʢʤ�ʭʺʥʠ�ʺʲʣʬ�
ʩʴʠʣ
�̋ ʣʫ�ʯʩʹʥʣʷ�ʭʹʬ�ʭʺʲʣ�ʯʩʠʹ�ʥʹʸʩʴ�ʥʬʩʠʫ�ʠʥʤ�ʩʸʤ��ʸʮʥʫʤ�ʩʴʮ�ʭʺʥʮʡ�ʺʩʡʡʥ�ʭʩʡʫʫ�ʩʣʡʥʲʤ�ʺʥʷʧʡ�ʯʩʠʥʹʩʰʡ�ʥʰʺʤʹ
�́ ʢʬʴ�ʥʮʫ�ʥʬʶʠ�ʠʩʤʹ�ʠʬʠ��ʤʠʥʹʰʫ�ʤʰʩʠ�ʫ�ʠʥ��ʯʩʨʩʢʥ�ʯʩʹʥʣʷ�ʺʸʥʺʡ�ʯʰʩʠʹ��ʭʩʡʫʫ�ʩʣʡʥʲ�ʩʫʸʣʡ�ʠʬʠ��ʺʩʣʥʤʩʥ�ʤʹʮ

���ʯʩʹʥʣʷʥ�ʤʡʥʺʫ�ʠʬʡ
�ʭʩʧʩʫʥʮ�ʭʤʩʹʲʮʥ��ʭʹ�ʺʥʧʺʹʤʬ�ʭʩʡʫʫ�ʺʣʥʡʲ�ʩʰʴʬ�ʭʹʴʰ�ʯʥʶʸʡ�ʭʩʫʬʥʤʤ�ʥʬʠʮ�ʸʺʥʩ�ʯʩʶʥʸʴ�ʪʬ�ʯʩʠ�ʩʠʣʥ�ʤʦ�ʯʥʣʰʡʥ

���ʭʺʥʬʷʡʥ�ʭʺʥʶʩʸʴʡ
+RZHYHU��WKH�5DPEDP��]´O��GHIOHFWHG�WKLV�UXOLQJ�ZLWK�DOO�KLV�SRZHU��OLWHUDOO\��ZLWK�ERWK�KDQGV�«
)RU�HYHQ�DFFRUGLQJ�WR�WKH�YLHZ�RI�WKRVH�*HRQLP�]´O�ZKR�KHOG�WKDW�LQ�JHQHUDO�ZH�VD\�WKDW�KH�KDG�
VH[XDO�UHODWLRQV�IRU�WKH�SXUSRVH�RI�NLGGXVKLQ��KHUH�WKLV�PDQ�XQGHU�FRQVLGHUDWLRQ�GLG�QRW�KDYH�
VH[XDO�UHODWLRQV�IRU�WKH�SXUSRVH�RI�NLGGXVKLQ��)RU�VLQFH�WKH\�PDUULHG�LQ�PDUULDJH�ULWHV�XQGHU�WKH�
ODZ�RI�WKH�LGRODWRUV�DQG�DW�WKHLU�JDWKHULQJ�SODFH�E\�WKH�ZRUG�RI�WKH�SULHVW��LW�LV�DV�WKRXJK�WKH\�
PDGH�FOHDU�WKDW�WKHLU�LQWHQW�ZDV�QRW�IRU�NLGGXVKLQ�DFFRUGLQJ�WR�WKH�ODZV�RI�0RVHV�DQG�-HZLVK�
ZRPHQ��EXW�UDWKHU�IRU�WKH�ZD\V�RI�LGRODWHUV��ZKR�DUH�QRW�XQGHU�WKH�ODZ�RI�NLGGXVKLQ�DQG�JLWWLQ��
$QG�LI�WKLV�LV�VR��VKH�LV�QRW�OLNH�D��-HZLVKO\��PDUULHG�ZRPDQ��EXW�UDWKHU�VKH�LV�ZLWK�KLP�OLNH�D�
SLOHJHVK����ZLWKRXW�D�NHWXEEDK�RU�NLGGXVKLQ���
$QG�LQ�WKH�FDVH�XQGHU�FRQVLGHUDWLRQ��FHUWDLQO\�\RX�GR�QRW�KDYH�PRUH�EUD]HQ�SHRSOH�WKDQ�WKHVH��
ZKR�JR�RI�WKHLU�SHUVRQDO�GHVLUHV�WR�LGRODWU\�WR�ERZ�GRZQ�WKHUH��DQG�WKHLU�DFWV�GHPRQVWUDWH�WKHLU�
EUD]HQQHVV�DQG�WKHLU�LUUHYHUHQFH«

7KH�IDFW�WKDW�WKH�ZHGGLQJ�WRRN�SODFH�DV�D�&DWKROLF�FHUHPRQ\�GRHV�QRW�PHDQ�RQO\�WKDW�WKH�ULWHV�ZHUH�
VXEVWDQWLDOO\�GLIIHUHQW�ULWXDOO\�DQG�OHJDOO\�WKDQ�-HZLVK�PDUULDJH��5DWKHU��WKH�FKRLFH�RI�FHUHPRQ\�LQ�WKH�
ULWHV�RI�DQRWKHU�UHOLJLRQ�LV�WR�EH�XQGHUVWRRG�DV�DQ�DFWLYH�UHMHFWLRQ�RI�NLGGXVKLQ�DV�WKH�EDVLV�RI�WKH�
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����7KLV�FRQFHSW�ZLOO�EH�GLVFXVVHG�EHORZ�LQ�6HFWLRQ�,,,�



PDUULDJH��WKH�QDWXUH�RI�WKH�FHUHPRQ\�LWVHOI�FUHDWHV�D�SUHVXPSWLRQ�WKDW�WKH�PDQ�KDG�QR�LQWHQW�DW�DQ\�WLPH�WR�
FUHDWH�D�-HZLVK�PDUULDJH�EHWZHHQ�KLPVHOI�DQG�WKH�ZRPDQ��,QGHHG��LI��DV�WKH�5DPEDP�UXOHG��WKDW�RQO\�D�
SHUVRQ�RI�JRRG�UHSXWDWLRQ�DQG�-HZLVK�SUDFWLFH�FDQ�HYHQ�SHUKDSV�EH�SUHVXPHG�WR�KDYH�DFWHG�HQJDJHG�LQ�D�
VH[�DFW�ZLWK�RQO\�OHJLWLPDWH�LQWHQW��WKHQ�SDUWLFLSDWLRQ�LQ�&DWKROLF�±�LQ�WKH�ZRUGV�RI�WKH�5LYDVK��
³LGRODWURXV´�±�ULWHV�LWVHOI�UHPRYHV�RQH�IURP�SRVVLEOH�FRQVLGHUDWLRQ�RQ�WKLV�DFFRXQW��DQG�LQ�IDFW�FUHDWHV�WKH�
RSSRVLWH�SUHVXPSWLRQ��WKDW�WKH�LQWHQW�ZDV�RI�EUD]HQQHVV�DQG�GLVUHJDUG�IRU�SURSHU�-HZLVK�VH[XDO�PRUDOV�

:LWK�WKHVH�VRXUFHV�LQ�PLQG��ZH�FDQ�QRZ�WXUQ�WR�.OHLQ¶V�WHVKXYDK��,W�EHJLQV�E\�SUHVHQWLQJ�ILYH�
SRVVLEOH�DUJXPHQWV�DJDLQVW�GHHPLQJ�FLYLO�PDUULDJHV�DV�KDYLQJ�WKH�VWDWXV�RI�NLGGXVKLQ�RU�GRXEWIXO�
NLGGXVKLQ��EDVHG�RQ�ERWK�WDOPXGLF�DQG�WKH�PHGLHYDO�VRXUFHV��7KHVH�DUH�

���7KH�ODFN�RI�SURSHU�ZLWQHVVHV�
���)ROORZLQJ�0DLPRQLGHV¶�OLPLWLQJ�UHDGLQJV�LQ�+LONKRW�*HUXVKLQ��³,Q�DOO�WKH�FDVHV�FLWHG�IURP�WKH�
7DOPXG�WKHUH�ZDV�VRPH�DFW�SUHFHGLQJ�LQWHUFRXUVH�ZKLFK�MXVWLILHG�RXU�DVVXPSWLRQ�WKDW�WKH�
UHODWLRQV�ZHUH�OLFLW���,Q�RXU�FDVH��VLQFH�ZH�GLVFRXQW�WKH�FHUHPRQ\�LQ�FRXUW�VLQFH�LW�ZDV�RI�QR�YDOXH�
IURP�WKH�SRLQW�RI�YLHZ�RI�-HZLVK�ODZ��LW�ZRXOG�VHHP�WKDW�ZH�FDQQRW�LQYRNH�WKH�SULQFLSOH�RI�HLQ�
DGDP�RVHK�E¶LODWR�E¶LODW�]HQXW�´
���)ROORZLQJ�WKH�UHDVRQLQJ�RI�WKH�5LYDVK��³LI�LQ�WKH�FDVH�RI�0DUUDQRV�ZKHUH�RQH�KDV�QR�FKRLFH�LQ�
WKH�PDWWHU��ZH�VWLOO�WDNH�LW�DV�DQ�LQGLFDWLRQ�RI�DQ�REMHFWLRQ�WR�UHOLJLRXV�PDUULDJH��LQ�WKH�FDVH�RI�
FLYLO�PDUULDJH��ZKHUH�WKLV�FRXUVH�LV�FKRVHQ�YROXQWDULO\��ZH�FHUWDLQO\�KDYH�WR�DVVXPH�LW�DV�DQ�
LQGLFDWLRQ�RI�DQ�REMHFWLRQ�WR�EHLQJ�PDUULHG�NHGDW�0RVKH�Y¶<LVURHO�´��
���.LGGXVKLQ�E\�PHDQV�RI�VH[XDO�LQWHUFRXUVH�UHTXLUHV�LQWHQWLRQ�IRU�NLGGXVKLQ��LQ�WKLV�FDVH��WKDW�
LQWHQWLRQ�LV�QRW�FOHDU�
���$V�0DLPRQLGHV�PDNHV�FOHDU��SDUWLFXODUO\�LQ�+LONKRW�1DKDORW���WKH�SULQFLSOH�RI�HLQ�DGDP����
VKRXOG�EH�DSSOLHG�³RQO\�WR�SHRSOH�ZKR�DELGH�E\�WKH�ODZ�DQG�-HZLVK�PRUDO�VWDQGDUGV���3HRSOH�ZKR�
GR�QRW�VXEPLW�WR�D�UHOLJLRXV�PDUULDJH�DUH�FRXQWHG�DPRQJ�WKRVH�WR�ZKRP�WKH�SULQFLSOH�ZRXOG�QRW�
DSSO\�´��

.OHLQ�WKHQ�SURFHHGV�WR�VXJJHVW�FRXQWHU�DUJXPHQWV�IRU�HDFK�RI�WKH�ILYH�FRQFHUQV��DV�IROORZV�

���$�FLYLO�PDUULDJH�HVWDEOLVKHV�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�FRXSOH�DV�ZHOO�NQRZQ�SXEOLFO\��DQG�
WKLV�SXEOLF�NQRZOHGJH�IXQFWLRQV�LQ�WKH�SODFH�RI�ZLWQHVVHV���
���$OWKRXJK�WKH�FLYLO�FHUHPRQ\�LV�QRW�D�KDODNKLFDOO\�YDOLG�DFW��LW�FHUWDLQO\�LQGLFDWHV�DQ�LQWHQWLRQ�WR�
EH�PDUULHG��DQG�WKHUHIRUH�PD\�EH�FRXQWHG�DV�WKH�VRUW�RI�³SUHYLRXV�DUUDQJHPHQW�WKDW�ZRXOG�OHDG�XV�
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����%XW�QRWH��DV�.OHLQ�DOVR�KLQWV��WKDW�WKH�5LYDVK�GRHV�WUHDW�WKLV�VRPHZKDW�DV�D�FKRLFH�UDWKHU�WKDQ�IXOO\�FRPSXOVRU\��
6HH�IXUWKHU�GLVFXVVLRQ�VHYHUDO�QRWHV�EHORZ��UHJDUGLQJ�.OHLQ¶V�UHVSRQVH�WR�WKLV�FKDOOHQJH��7KHUH�LV�DOVR�DQ�H[WHQVLYH�
ERG\�RI�OLWHUDWXUH�RQ�FLYLO�PDUULDJHV�XQGHU�FLUFXPVWDQFHV�ZKHUH�UHOLJLRXV�PDUULDJH��-HZLVK�DQG�VRPHWLPHV�RWKHU�
IDLWKV�DV�ZHOO��ZDV�QRW�UHDGLO\�DFFHVVLEOH�DQG�HYHQ�GDQJHURXV��VXFK�DV�LQ�WKH�IRUPHU�6RYLHW�8QLRQ�DQG�RWKHU�
FRPPXQLVW�VWDWHV���,Q�VXFK�FDVHV�WKHUH�LV�FHUWDLQO\�UHDVRQ�WR�FRQVLGHU�ZKHWKHU�FRXSOHV�ZRXOG�KDYH�GHVLUHG�WR�
OHJLWLPDWH�WKHLU�UHODWLRQVKLS�WKURXJK�D�UHOLJLRXV�FHUHPRQ\�KDG�VXFK�EHHQ�SRVVLEOH��DQG�PLJKW�WKHUHIRUH�HVWDEOLVK�
NLGGXVKLQ�WKURXJK�VH[XDO�LQWHUFRXUVH���DOWKRXJK�QRW�DOO�FRQFOXGH�WKDW�WKLV�LV�WKH�RXWFRPH�HYHQ�LQ�VXFK�FLUFXPVWDQFHV��
2YHUYLHZV�RQ�WKLV�TXHVWLRQ�PD\�EH�IRXQG�LQ�)UHLPDQQ�����±����DQG�(OOLQVRQ�����±���
����.OHLQ���±��
����.OHLQ�QRWHV�WKDW�WDOPXGLFDOO\�D�FRXSOH�PD\�EH�WUHDWHG�DV�OHJDOO\�PDUULHG�EDVHG�RQ�WKH�SULQFLSOHV�RI�KD]DNDK��D�

UHDVRQDEOH�SUHVXPSWLRQ��DQG�NRO��D�UXPRU���)XUWKHUPRUH��KH�FLWHV�KHUH�WKH�FRPPHQWDU\�RI�WKH�%HLW�6KPX¶HO�WR�WKH�
6KXOKDQ�$UXNK��(�+��������DQG�VHH�WKH�9LOQD�*DRQ¶V�FRPPHQWDU\�DV�ZHOO��



WR�EHOLHYH�WKDW�WKH�SDUWLHV�FRQFHUQHG�GHVLUH�WR�EHFRPH�KXVEDQG�DQG�ZLIH´�WKDW�0DLPRQLGHV�VHWV�DV�
D�SUHUHTXLVLWH�WR�DSSO\�WKH�SULQFLSOH�RI�HLQ�DGDP�����
���7KH�FKRLFH�RI�FLYLO�PDUULDJH�QHHG�QRW�EH��DQG�XQGHU�PRGHUQ�FLUFXPVWDQFHV�PD\�QRW�EH�EHVW��
XQGHUVWRRG�DV�DQ�DFW�RI�UHMHFWLRQ�RI�-HZLVK�PDUULDJH��EXW�UDWKHU�PD\�VWHP�IURP�LJQRUDQFH��³8QGHU�
WKHVH�FLUFXPVWDQFHV��ZH�VXUHO\�FDQQRW�DVVXPH�WKDW�WKH�SDUWLHV�KDYH�GHILQLWH�REMHFWLRQV�WR�EHLQJ�
PDUULHG�.¶GDW�0RVKH�Y¶<LVURHO�´��
���$OWKRXJK�WKH�LQWHQW�RI�WKH�FRXSOH�LV�QRW�H[SOLFLW��WKH�SULQFLSOH�RI�HLQ�DGDP����HQWDLOV�ZLWKLQ�
LWVHOI�D�SUHVXPSWLRQ�WKDW�³D�SHUVRQ�ZLOO��ZKHUHYHU�SRVVLEOH��GR�WKH�ULJKW�WKLQJ�DQG�ZLOO�UDWKHU�DFW�
LQ�D�ZD\�WKDW�ZLOO�EH�OLFLW�DQG�OHJLWLPDWH�´���7R�EH�LQGLVSXWDEO\�OLFLW��LQ�.OHLQ¶V�YLHZ��ZKLFK�
ZRXOG�IROORZ�WKH�ORJLF�RXWOLQHG�DERYH�LQ�WKLV�VHFWLRQ���VH[XDO�UHODWLRQV�PXVW�WDNH�SODFH�ZLWKLQ�WKH�
FRQWH[W�RI�NLGGXVKLQ��ZKDW�IROORZV�LV�DQ�LQFOLQDWLRQ�WR�DWWULEXWH�WR�WKH�PDQ�WKH�FRXSOH�WKH�LQWHQW�WR�
FUHDWH�NLGGXVKLQ�WKURXJK�WKHLU�VH[XDO�FRQWDFW��HYHQ�LQ�WKH�DEVHQFH�RI�D�FOHDU�VWDWHPHQW�RI�WKDW�
LQWHQW�
���:KDW�0DLPRQLGHV�ZRXOG�KDYH�GHHPHG�QHFHVVDU\�WR�GHILQH�VRPHRQH�DV�D�³NRVKHU´�-HZ�QHHG�
QRW�EH�WKH�VDPH�DV�WKH�VWDQGDUGV�ZH�ZRXOG�DSSO\�LQ�RXU�RZQ�WLPH��5DWKHU�WKDQ�IRFXVLQJ�RQ�ULWXDO�
SUDFWLFHV��VXFK�DV�WKH�REVHUYDQFH�RI�PHQVWUXDO�ODZV���ZH�PD\�MXGJH�WKDW�³2XU�H[SHULHQFH�LV�WKDW�
WKH�PRUDO�VWDQGDUGV�RI�WKRVH�ZKR�KDYH�EHFRPH�XQLWHG�WKURXJK�FLYLO�PDUULDJH��DV�IDU�DV�PDULWDO�
ILGHOLW\�DQG�WKH�SXULW\�RI�WKHLU�IDPLO\�OLIH��LV�FRQFHUQHG��FRPSDUHV�YHU\�IDYRUDEO\�ZLWK�WKH�
VWDQGDUGV�RI�WKRVH�ZKR�KDYH�KDG�WKH�EHQHILW�RI�D�UHOLJLRXV�PDUULDJH�´��

,Q�VXP��WKHQ��.OHLQ�FRPHV�WR�WKH�GHFLVLRQ�WKDW�³LQ�WKH�FDVH�RI�FLYLO�PDUULDJH�D�JHW�LV�QHFHVVDU\�´�
$FFRUGLQJ�WR�WKH�&-/6�6XPPDU\�,QGH[��0DUULDJH�DQG�'LYRUFH��³&LYLO�0DUULDJH�'LYRUFH´��LWHP����������
WKLV�UHPDLQV�WKH�RSHUDWLYH�SRVLWLRQ�RI�WKH�0RYHPHQW��DOEHLW�DIILUPHG�E\�WKH�FRPPLWWHH�FKDLU�UDWKHU�WKDQ�D�
YRWH�RI�WKH�&-/6��³$�JHW�LV�UHTXLUHG�DIWHU�WKH�FLYLO�GLYRUFH�RI�D�FLYLO�PDUULDJH���&RUUHVSRQGHQFH�RI�WKH�
&KDLU������������������1RW�DQ�RIILFLDO�SRVLWLRQ�RI�WKH�&-/6��´���2QH�PLJKW�HYHQ�DUJXH�WKDW�WKLV�DSSURDFK�
LV�HQVKULQHG�LQ�WKH�ODQJXDJH�RI�WKH�5DEELQLFDO�$VVHPEO\¶V�6WDQGDUG�RI�5DEELQLF�3UDFWLFH�WKDW�VWDWHV��³$�
UDEEL�PD\�QRW�RIILFLDWH�DW�WKH�PDUULDJH�RI�D�GLYRUFHG�PDQ�RU�ZRPDQ�LI�D�JHW�RU�KDIND¶DW�NLGGXVKLQ�ZDV�QRW�
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����.OHLQ����
����.OHLQ������,�ZRXOG�DOVR�DGG�D�VOLJKW�PRGLILFDWLRQ�YDULDQW�WR�.OHLQ¶V�DQDO\VLV�RI�KRZ�WKH�VFHQDULR�GHVFULEHG�LQ�

WKH�5LYDVK¶�WHVKXYDK�PLJKW�EH�VLPLODU�RU�GLIIHUHQW�IURP�WKH�FDVH�RI�FLYLO�PDUULDJH��7KDW�LV��LI�RQH�ZDQWV�WR�DSSO\�RU�
H[WHQG�WKH�UHDVRQLQJ�RI�WKH�5LYDVK�UHJDUGLQJ�WKH�IRUFHG�FRQYHUWV�WR�FLYLO�PDUULDJH��RQH�PXVW�FRPH�WR�D�SHUVRQDO�
MXGJPHQW��LV�WKH�FULWLFDO�IDFWRU�LQ�WKH�FDVH�EHIRUH�WKH�5LYDVK�WKDW�WKH�PDUULDJH�ULWHV�ZHUH�VRPHWKLQJ��DQ\WKLQJ��RWKHU�
WKDQ�NLGGXVKLQ�DQG�WKXV�GLG�QRW�PHHW�WKH�FULWHULD�IRU�YDOLG�NLGGXVKLQ��RU�LV�LW�WKH�YHU\�³FKRLFH´�RI�&DWKROLF�ULWHV�LQ�
SDUWLFXODU��L�H���WKH�ULWHV�RI�D�UHOLJLRQ�FRQWUDU\�WR�-XGDLVP��WKDW�QHJDWHV�DQ\�YDOLGLW\�XQGHU�-HZLVK�ODZ"�,W�LV�UHDVRQDEOH�
WR�XQGHUVWDQG�WKH�FKRLFH�WR�PDUU\�E\�QRQ�-HZLVK�UHOLJLRXV�ULWHV��DQG�WKH�5LYDVK�GRHV�WUHDW�WKLV�DV�D�FKRLFH�GHVSLWH�WKH�
UHOLJLRXVO\�FRHUFLYH�FRQGLWLRQV�XQGHU�ZKLFK�WKLV�FRXSOH�OLYHG��KHQFH�DOO�WKH�PRUH�VR�ZKHQ�QR�FRHUFLRQ�LV�SUHVHQW��DV�D�
GHOLEHUDWH�UHMHFWLRQ�RI�-HZLVK�SUDFWLFH��&LYLO�PDUULDJH��RQ�WKH�RWKHU�KDQG��FDQ�EH�IUDPHG�DV�UHOLJLRXVO\�QHXWUDO�DQG�
KHQFH�QRW�LQ�DQG�RI�LWVHOI�D�UHSXGLDWLRQ�RI�-HZLVK�GHILQLWLRQV�RI�PDUULDJH��LQGHHG��LW�RIWHQ�FRH[LVWV�ZLWK�PDUULDJH�E\�
NLGGXVKLQ��LQ�WKDW�FLYLO�ODZ�LQ�:HVWHUQ��GHPRFUDWLF�FRXQWULHV�W\SLFDOO\�UHTXLUHV�D�FLYLO�OLFHQVH�DQG�UHJLVWUDWLRQ�ZKLOH�LQ�
QR�ZD\�SUHFOXGLQJ�D�UHOLJLRXV�FHUHPRQ\�DV�ZHOO���UDWKHU��LW�FDQ�WKHQ�EH�HYDOXDWHG�LQ�WHUPV�RI�RWKHU�IDFWRUV�VXFK�DV�LWV�
FRQWHQW��WKH�OHJDO�ULJKWV�DQG�UHVSRQVLELOLWLHV�LW�HQWDLOV��DQG�RU�WKH�VRFLDO�H[SHFWDWLRQV�UHJDUGLQJ�WKH�FRPPLWPHQWV�WKH�
FRXSOH�DUH�PDNLQJ�WR�HDFK�RWKHU�±�DQG�WKH�FRUUHVSRQGHQFHV�RU�ODFN�WKHUHRI�ZLWK�-HZLVK�XQGHUVWDQGLQJV�RI�PDUULDJH��
6HH�P\�GLVFXVVLRQ�RI�WKLV�SRLQW�LQ�/DERYLW]��³3UHVXPSWXRXV�+DODFKDK�´���±���
����.OHLQ�����
����.OHLQ�����
����2Q�WKH�SRVLWLRQ�RI�WKH�,VUDHOL�9D¶DG�KD+DODNKDK�UHJDUGLQJ�WKH�,VUDHOL�LQVWLWXWLRQ�RI�FRXSOHV�UHJLVWHULQJ�DV�³�ʤʲʥʣʩ

ʸʥʡʩʶʡ´�³NQRZQ�WR�WKH�FRPPXQLW\´�UDWKHU�WKDQ�DV�PDUULHG��VHH�LQ�6HFWLRQ�,,,�MXVW�EHORZ�



REWDLQHG�´���,I�ZH�DUH�OLPLWHG�WR�NLGGXVKLQ�DV�WKH�RQO\�OHJLWLPDWH�IRUP�RI�-HZLVK�PDUULDJH��VR�PXFK�VR�
WKDW�RWKHU�IRUPV�RI�PDUULDJH�RXWVLGH�RI�-HZLVK�SUDFWLFH�FDQ�EH�DQG�VRPHWLPHV�DUH�VXEVXPHG�LQWR�LW���WKHQ�
E\�GHILQLWLRQ�ZH�DUH�DOVR�OLPLWHG�WR�JHW��ZLWK�DOO�LWV�OLDELOLWLHV�DQG�SRWHQWLDO�IRU�DEXVH��DV�WKH�PHDQV�RI�
-HZLVK�GLYRUFH�

,,,��$UH�:H�/LPLWHG�WR�.LGGXVKLQ"��3DUW���

7KH�VRXUFHV�LQ�WKH�SUHYLRXV�VHFWLRQ��,,��RQ�WKH�ZKROH�VXJJHVWHG�DQG�RU�ZHUH�SUHGLFDWHG�RQ�WKH�
SUHVXPSWLRQ�WKDW�KDODNKDK�RQO\�DOORZV�IRU�WZR�SRVVLELOLWLHV�ZKHQ�LW�FRPHV�WR�XQGHUVWDQGLQJ�WKH�QDWXUH�RI�
VH[�DFWV�EHWZHHQ�D�PDOH�DQG�D�IHPDOH�-HZ�ZKR�DUH�HOLJLEOH�WR�EH�PDUULHG�WR�HDFK�RWKHU��VH[�ZLWKLQ�WKH�
SHUPLWWHG�ERXQGDULHV�RI�NLGGXVKLQ�QLVVXLQ��RU�]¶QXW��'RHV�WKLV�PHDQ�WKDW�WKHUH�LV�QR�SRVVLELOLW\�IRU�
FUHDWLQJ�DQ�DOWHUQDWLYH�WR�NLGGXVKLQ�IRU�KHWHURVH[XDO�-HZLVK�FRXSOHV�ZKR�ZLVK�WR�PDUU\�ZLWKLQ�D�-HZLVK�
DQG�KDODNKLF�IUDPHZRUN��\HW�ZKR�DOVR�VHHN�D�ULWH�DQG�OHJDO�EDVLV�IRU�WKHLU�ERQG�WR�HDFK�RWKHU�WKDW�LV�QRW�
EDVHG�RQ�D�PHWDSKRU�RI�XQLODWHUDO�GHVLJQDWLRQ�SRVVHVVLRQ"�2QFH�DJDLQ��EHIRUH�ZH�FDQ�DFWXDOO\�WXUQ�WR�
SURSRVDOV�IRU�VXFK�FHUHPRQLHV��ZH�PXVW�QRZ�VHH�LI�WKHUH�DUH�DQ\�DOWHUQDWLYHV�ZLWKLQ�KDODNKDK�WR�WKLV�
GLFKRWRPRXV�FODVVLILFDWLRQ�RI�PDOH�IHPDOH�VH[XDO�DQG�HPRWLRQDO�UHODWLRQVKLSV�

$PRQJ�WKH�TXHVWLRQV�WKDW�IROORZ�DUH�WZR�EURDG�±�DQG�LQWHU�UHODWHG�±�DVSHFWV�RI�KRZ�ZH�DUH�WR�
HYDOXDWH�WKH�KDODNKLF�YLDELOLW\�RI�SURSRVLQJ�QHZ�IRUP�RI�ELQGLQJ�-HZLVK�PDUULDJH�

D��0XVW�ZH�DOZD\V�EH�FRQFHUQHG�IRU�GRXEWIXO�NLGGXVKLQ�DQ\�WLPH�WZR�GLIIHULQJ�VH[�-HZV�OLYH�
WRJHWKHU�LQ�D�ORQJ�WHUP�VH[XDO�DQG�URPDQWLF�UHODWLRQVKLS"�'RHV�D�SUHVXPSWLRQ�RI�D�GHVLUH�IRU�
³DSSURSULDWH´�-HZLVK�PDUULDJH��HLQ�DGDP������ZKHWKHU�DW�WKH�WLPH�RI�WKH�FHUHPRQ\�RU�DW�D�ODWHU�WLPH��DQG�
WKHUHE\�HQDFWHG�WKURXJK�VH[XDO�LQWHUFRXUVH���DOZD\V�RYHUULGH�DQ\�RWKHU�VWDWHPHQWV�RI�LQWHQW�PDGH�E\�WKH�
FRXSOH�HLWKHU�H[SOLFLWO\�RU�LPSOLFLWO\�E\�WKHLU�FKRLFH�WR�IRUJR�D�FHUHPRQ\�RU�KDYH�D�QRQ�NLGGXVKLQ�
FHUHPRQ\��VXFK�WKDW�WKHLU�PDUULDJH�PXFK�EH�HYDOXDWHG�DV�DW�OHDVW�GRXEWIXO�NLGGXVKLQ"�0RUH�SDUWLFXODUO\��
ZKDW�RI�FHUHPRQLHV�WKDW�DUH�QHLWKHU�VHFXODU��OLNH�FLYLO�PDUULDJHV��QRU�WDNLQJ�SODFH�LQ�D�QRQ�-HZLVK�
UHOLJLRXV�FRQWH[W��EXW�TXLWH�WKH�RSSRVLWH��GHOLEHUDWHO\�DQG�RSHQO\�VHHN�WR�VLGH�VWHS�NLGGXVKLQ�ZKLOH�DOVR�
LQFRUSRUDWLQJ�GLVWLQFWO\�-HZLVK�HOHPHQWV�ULWXDOO\�DQG�OHJDOO\"�,V�VXFK�D�PRYH�SRVVLEOH"

E��,I�ZH�DFFHSW�WKDW�WKHVH�FHUHPRQLHV��RU�SDUWLFXODU�H[DPSOHV�RI�WKHVH�FHUHPRQLHV��DV�EHORZ��GR�
QRW�HIIHFW�NLGGXVKLQ��DUH�ZH�QRQHWKHOHVV�OHIW�ZLWK�QR�RSWLRQ�EXW�WR�GLVPLVV�WKH�UHVXOWLQJ�UHODWLRQVKLSV�DV�
IRUPV�RI�LPSHUPLVVLEOH�]¶QXW"�$UH�WKHUH�PHDQV�DQG�JURXQGV�E\�ZKLFK�WKH\�FDQ�EH�XQGHUVWRRG�DV�D�
OHJLWLPDWH�FRQQHFWLRQ�EHWZHHQ�D�PDQ�DQG�D�ZRPDQ��DW�OHDVW�DIWHU�WKH�IDFW�±�RU�HYHQ�FRQQHFWLRQV�WKDW�IURP�
WKH�RXWVHW�KDYH�OHJDO�ELQGLQJ�HIIHFW�LQ�WKHLU�RZQ�ULJKW"

7KH�0DVRUWL�9D¶DG�+DODNKDK�LQ�,VUDHO�KDV�DGGUHVVHG�SRLQWV�UHOHYDQW�WR�WKHVH�TXHVWLRQV�LQ�D�
WHVKXYDK�DXWKRUHG�E\�5DEEL�3HVDFK�6FKLQGOHU�DQG�DGRSWHG�XQDQLPRXVO\�LQ�������������������UHJDUGLQJ�
WKH�VWDWXV�RI�WKH�UHODWLRQVKLS�RI�D�FRXSOH�UHFRJQL]HG�DV�SDUWQHUV�XQGHU�,VUDHOL�OHJDO�SURYLVLRQV��MXGLFLDO�DQG�
OHJLVODWLYH��IRU�WKRVH�ZKR�DUH�³ʸʥʡʩʶʡ�ʭʩʲʥʣʩ´��³3XEOLFO\�.QRZQ´�����7R�EH�IXOO\�FOHDU�IURP�WKH�RXWVHW��
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����&-/6�6XPPDU\�,QGH[��0DUULDJH�DQG�'LYRUFH��³6WDQGDUGV�RI�5DEELQLF�3UDFWLFH´��LWHP������������%XW�VHH�DOVR�
WKH�HQG�RI�6HFWLRQ�9,�EHORZ�
����³ʯʩʹʥʣʷʥ�ʤʴʥʧ�ʠʬʬ�ʤʰʩʡʬ�ʥʰʩʡ�ʭʩʸʹʷ�ʯʩʩʰʲʡ�ʤʡʥʹʺ�´�DYDLODEOH�RQ�OLQH�DW�KWWSV���UHVSRQVDIRUWRGD\�FRP�ZS�

FRQWHQW�XSORDGV���������YRO�B��SGI�
����7KLV�VWDWXV�LV�W\SLFDOO\�EDVHG�RQ�WZR�FULWHULD�����FRKDELWDWLRQ�DQG�DQ�LQWLPDWH�DQG�ORQJ�WHUP�FRPPLWWHG�

UHODWLRQVKLS��VH[XDO�DQG�HPRWLRQDO��LQ�WKH�PDQQHU�RI�D�PDUULHG�FRXSOH��DQG����D�VKDUHG�KRXVHKROG��SDUWLFXODUO\�LQ�WKH�
VHQVH�RI�VKDUHG�ILQDQFLDO�UHVSRQVLELOLWLHV��7KDW�D�UHODWLRQVKLS�IDOOV�LQWR�WKLV�FDWHJRU\�PD\�EH�DGMXGLFDWHG�E\�D�FLYLO�
FRXUW��IUHTXHQWO\�ZKHQ�WKH�UHODWLRQVKLS�HQGV�DQG�RQH�RI�WKH�SDUWLHV�DWWHPSWV�WR�FODLP�D�ULJKW�WR�DOLPRQ\��FKLOG�VXSSRUW��
DQ�LQKHULWDQFH��VXUYLYRU�EHQHILWV��HWF����RU��PRUH�UHFHQWO\��FRXSOHV�PD\�SURDFWLYHO\�FODLP�WKH�VWDWXV�E\�PHDQV�RI�
FRQWUDFWXDO�DUUDQJHPHQWV�DQG�RU�³'RPHVWLF�8QLRQ�&DUGV�´�2QFH�LW�LV�GHWHUPLQHG�WKDW�D�FRXSOH�VKDUH�WKLV�VWDWXV��WKH\�
EHFRPH�HOLJLEOH�UHVSRQVLEOH�IRU�PDQ\�LI�QRW�DOO�RI�WKH�ULJKWV�DQG�UHVSRQVLELOLWLHV�WKDW�PDUULHG�FRXSOHV�KDYH�WRZDUGV�
HDFK�RWKHU��DQG�KHQFH�WKH�VWDWXV�LV�RIWHQ�UHIHUUHG�WR�DV�D�IRUP�RI�FRPPRQ�ODZ�PDUULDJH�



6FKLQGOHU�VWDWHV�WKDW�VXFK�DUUDQJHPHQWV�DUH��LQ�UHODWLRQ�WR�TXHVWLRQ�VHW�³D´�DERYH��QRW�NLGGXVKLQ��EXW�DOVR�
�³E´��QRW�D�OHJLWLPDWH�DOWHUQDWLYH�WR�NLGGXVKLQ�DQG�KHQFH�QRW�D�YDOLG�RSWLRQ�IRU�,VUDHOL�0DVRUWL�-HZV��EDVHG�
SUHFLVHO\�RQ�WKH�VKDUS�GLFKRWRP\�EHWZHHQ�OHJLWLPDWH�VH[XDO�H[SUHVVLRQ�ZLWKLQ�PDUULDJH�HIIHFWHG�E\�
NLGGXVKLQ�DQG�DQ\�RWKHU�VH[XDO�DFWLYLW\��HYHQ�ZLWKLQ�DQ�H[FOXVLYH�DQG�FRPPLWWHG�UHODWLRQVKLS��WKDW�KDV�
DOUHDG\�EHHQ�GLVFXVVHG�DW�OHQJWK�DERYH��,W�LV�QRW�P\�SXUSRVH�KHUH�WR�TXHVWLRQ�WKH�9D¶DG¶V�GHWHUPLQDWLRQ�
UHJDUGLQJ�WKH�VSHFLILF�,VUDHOL�VLWXDWLRQ�DQG�WKH�SHUPLVVLELOLW\�RI�HQWHULQJ�D�UHODWLRQVKLS�RI�ʸʥʡʩʶʡ�ʤʲʥʣʩ��1RU�
GR�,�KDYH�DQ\�UHDVRQ��SRVLWLYH�RU�QHJDWLYH��WR�NQRZ�LI�6FKLQGOHU�ZRXOG�KDYH�IRXQG�WKH�LPSOLFDWLRQV�,�ZLOO�
GUDZ�IURP�KLV�WHVKXYDK�FRPSDWLEOH�ZLWK�KLV�RZQ�WKRXJKWV�RQ�WKLV�WRSLF��LQGHHG�WKH�WHQRU�DQG�FRQWHQW�RI�
KLV�WHVKXYDK�FHUWDLQO\�DOORZ�IRU�WKH�OLNHOLKRRG�WKDW��DW�OHDVW�DW�WKH�WLPH�KH�ZURWH�LW��KH�ZRXOG�QRW��7KDW�
VDLG��,�ZLOO�DUJXH�WKDW�WKH�XQGHUO\LQJ�UDWLRQDOHV�JLYHQ�LQ�WKH�WHVKXYDK�IRU�GLVWLQJXLVKLQJ�D�³SXEOLFO\�
NQRZQ´�³FRPPRQ�ODZ´�UHODWLRQVKLS�IURP�NLGGXVKLQ�DUH�YDOLG��DQG�WKDW�WKRVH�YHU\�VDPH�FRQVLGHUDWLRQV�
VKRXOG�DOVR�DOORZ�IRU�GLVWLQJXLVKLQJ�EHWZHHQ�QHZ�-HZLVK�OHJDO�DQG�ULWXDO�UHWKLQNLQJV�RI�PDUULDJH�DQG�
NLGGXVKLQ��7KLV�ZLOO�WKHQ�KHOS�FODULI\�KRZ�D�FRXSOH�FDQ�HVWDEOLVK�VXFK�D�UHODWLRQVKLS�LQ�D�ZD\�VXFK�WKDW�LW�
VKRXOG�QRW�EH�UXOHG�WR�EH�D�IRUP�RI�HYHQ�GRXEWIXO�NLGGXVKLQ��DQG�VXFK�WKDW�WKH�FRXSOH�FDQ�VHSDUDWH�ZLWKRXW�
WKH�QHHG�IRU�WKH�XQL�GLUHFWLRQDO�JUDQWLQJ�RI�D�JHW�

7KH�WHVKXYDK�UXOHV�WKDW�WKHVH�UHODWLRQVKLSV�GR�QRW�KDYH�WKH�VWDWXV�RI�NLGGXVKLQ�IRU�VHYHUDO�UHDVRQV��
)LUVW�DQG�IRUHPRVW��WKH\�GR�QRW�LQYROYH�DQ\�RI�WKH�IRUPDOLWLHV�RI�NLGGXVKLQ��VXFK�DV�WKH�JLYLQJ�RI�DQ�LWHP�
RI�YDOXH��RU�D�GRFXPHQW���SURSHU�ZLWQHVVHV��RU�D�FOHDU�DQG�FRPSUHKHQVLEOH�GHFODUDWLRQ�RI�LQWHQW�IRU�
NLGGXVKLQ��1RU�LV�D�NHWXEEDK�W\SLFDOO\�ZULWWHQ�RU�JLYHQ�WR�WKH�ZRPDQ��0RUHRYHU��ZKHUHDV�.OHLQ�FLWHV�WKH�
WDOPXGLF�SULQFLSOHV�RI�KD]DNDK�DQG�NRO��DQG�WKH�FRPPRQ�NQRZOHGJH�WKDW�WKH�FRXSOH�KDYH�OLYHG�WRJHWKHU�
DV�KXVEDQG�DQG�ZLIH�ZLWK�WKH�TXLWH�UHDVRQDEOH�DVVXPSWLRQ�WKDW�WKLV�LQFOXGHV�VH[XDO�UHODWLRQV��DV�UHDVRQV�
ZK\�D�FLYLO�PDUULDJH�PLJKW�EH�YDOLG�DV�NLGGXVKLQ�HYHQ�LQ�WKH�DEVHQFH�RI�ZLWQHVVHV��6FKLQGOHU�DUJXHV�IRU�
WKH�RSSRVLWH�RXWFRPH�LQ�WKLV�FDVH��VXJJHVWLQJ�WKDW�WKHVH�DUH�YDOLG�FRQFHUQV�RQO\�ZKHQ�WKHUH�LV�VRPH�GRXEW�
WKDW�NLGGXVKLQ�PLJKW�KDYH�WDNHQ�SODFH��,Q�WKLV�LQVWDQFH��UDWKHU��WKH�FRXSOH�WKHPVHOYHV�DVVHUW�WKDW�WKHUH�KDV�
EHHQ�QR�NLGGXVKLQ�

�ʯʩʹʥʣʷʬ�ʬʥʷʤ�ʺʠ�ʯʥʥʫʮʤ�ʺʥʹʩʠ�ʩʩʧ�ʬʹ�ʭʩʷʤʡʥʮ�ʭʩʰʮʩʱ�ʩʣʩ�ʬʲ�ʷʦʧʥʮ�ʺʥʩʤʬ�ʡʩʩʧ�ʯʩʹʥʣʷ�ʬʲ�ʤʲʥʮʹ�ʥʠ��ʬʥʷ�
�ʭʩʰʲʥʨ�ʭʰʩʠ�ʭʮʶʲ�ʢʥʦʤ�ʩʰʡʹʫ��ʩʸʡʡ�ʭʩʹʩʧʫʮ��ʬʹ�ʤʸʷʮʡ�ʬʡʠ��ʤʷʦʧʤ�ʺʠ�ʭʩʷʦʧʮ��ʩʣʤʱ�ʯʰʠ��ʤʦʫ�ʤʸʷʮʡ��ʩʥʠʸʫ

�ʺʥʬʴʥʰ�ʺʥʷʦʧʤʥ�ʭʩʰʮʩʱʤ�ʬʫ��ʩʥʠʸʫ�ʯʩʹʥʣʷ�
$�³UXPRU´�RU�SURQRXQFHPHQW�UHJDUGLQJ�NLGGXVKLQ�PXVW�EH�VXSSRUWHG�E\�FOHDU�LQGLFDWLRQV�RI�
PDUULHG�OLIH�ZKLFK�GLUHFW�WKH�UXPRU�WRZDUGV�³SURSHU�NLGGXVKLQ�´�,Q�DQ�LQVWDQFH�OLNH�WKLV��>WKH�
SULQFLSOH�RI@�³ZH�DUH�ZLWQHVVHV´�>WR�WKH�OLNHOLKRRG�RI�VH[XDO�LQWLPDF\@���VWUHQJWKHQV�WKH�
SUHVXPSWLRQ��%XW�LQ�WKH�FDVH�RI�³WKH\�REMHFW�ZLWK�FHUWDLQW\´�ZKHQ�WKH�PHPEHUV�RI�WKH�FRXSOH�
WKHPVHOYHV�DUH�QRW�FODLPLQJ�³SURSHU�NLGGXVKLQ´�DOO�RI�WKH�LQGLFDWLRQV�DQG�SUHVXPSWLRQV�IDOO�
DZD\���

,Q�WKH�,VUDHOL�FRQWH[W��DOWKRXJK�WKH�WHVKXYDK�LWVHOI�GRHV�QRW�TXLWH�H[SOLFLWO\�VD\�WKLV���ZKHUH�LI�D�-HZLVK�
PDQ�DQG�ZRPDQ�ZLVK�WR�PDUU\�ZLWKLQ�WKH�VWDWH�WKH\�PXVW�GR�VR�WKURXJK�WKH�5DEELQDWH�DQG�E\�PHDQV�RI�
NLGGXVKLQ����WKH�FKRLFH�WR�FRKDELWDWH�LQVWHDG�WKURXJK�WKH�PHFKDQLVP�RI�ʸʥʡʩʶʡ�ʤʲʥʣʩ�DOPRVW�FHUWDLQO\�PXVW�
EH�LQWHUSUHWHG�DV�D�NQRZLQJ�DQG�FRQVFLRXV�UHMHFWLRQ�RI�PDUULDJH�WKURXJK��WKH�5DEELQDWH�DQG�KHQFH�
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����7KDW�LV��WKH�IDFW�WKDW�WKH�FRXSOH�LV�RSHQ�DERXW�WKH�H[LVWHQFH�RI�WKH�UHODWLRQVKLS�PHDQV�WKDW�WKH�JHQHUDO�SXEOLF�
EHFRPHV�VRPHWKLQJ�OLNH�WKH�HTXLYDOHQW�RI�ZLWQHVVHV��EDVHG�RQ�WKH�QHDU�FHUWDLQW\�WKDW�VH[XDO�LQWLPDF\�WDNHV�SODFH�
EHWZHHQ�WKHP�
����6FKLQGOHU�������Q����VHH�DOVR����
����7KH�RQO\�RWKHU�FKRLFH�LI�RQH�ZDQWV�WR�EH�UHJLVWHUHG�DV�PDUULHG�LV�WR�PDUU\�FLYLOO\�RXWVLGH�RI�,VUDHO��1RWH��

KRZHYHU��WKDW�HYHQ�LQ�VXFK�D�FDVH��VKRXOG�WKH�FRXSOH�FRPH�WR�GLYRUFH��WKH\�ZLOO�DJDLQ�KDYH�QR�FKRLFH�EXW�WR�GR�VR�
WKURXJK�WKH�DXVSLFHV�RI�WKH�5DEELQDWH��ZKLFK�PD\�GHFLGH�WR�UHTXLUH�WKDW�D�JHW�EH�JLYHQ�



WKURXJK��NLGGXVKLQ��WKDW�LV��LW�FDQQRW�EH�FKDONHG�XS��DV�.OHLQ�ZRXOG�DOORZ�LQ�WKH�FDVH�RI�FLYLO�PDUULDJH�
RXWVLGH�RI�,VUDHO��DV�D�FKRLFH�PDGH�RXW�RI�LJQRUDQFH��7KH�VDPH�FRXQWHU�DUJXPHQWV�DSSO\�WR�DQ\�RWKHU�
UHDVRQ�ZK\�RQH�PLJKW�EH�FRQFHUQHG�WKDW�NLGGXVKLQ�DSSOLHV�DIWHU�WKH�IDFW�RU�RXW�RI�GRXEW��VXFK�DV�WKH�
SULQFLSOH�RI�HLQ�DGDP������7KH�FRXSOH�WKHPVHOYHV�DUH�FOHDU�WKDW�WKHLU�UHODWLRQVKLS�LV�QRW�EDVHG�RQ�PDUULDJH�
E\�PHDQV�RI�NLGGXVKLQ��DQG�WKHUH�DUH�WKXV�QR�JURXQGV�ZKDWVRHYHU�E\�ZKLFK�NLGGXVKLQ�PLJKW�EH�VXVSHFWHG��
SUHVXPHG��RU�LPSRVHG�

0DQ\�RI�WKH�VRXUFHV�,�VXUYH\HG�DERYH��SDUWLFXODUO\�LQ�6HFWLRQ�,,��DUH�UHSOHWH�ZLWK�DVVXPSWLRQV�
UHJDUGLQJ�KRZ�SDUWLHV�WR�D�UHODWLRQVKLS��DQG�SHUKDSV�PRUH�VSHFLILFDOO\�WKH�PDOH�SDUWLHV��VHH�EHORZ��
FRQFHSWXDOL]H�WKDW�UHODWLRQVKLS��DQG�RU�UHJDUGLQJ�KRZ�YDULRXV�DFWLRQV�WKDW�WKH\�PLJKW�WDNH�FDQ�EH�
FRQVWUXHG�DV�SULPD�IDFLH�HYLGHQFH�DERXW�WKHLU�LQWHQW��FRQVHQW��DQG��XQVWDWHG��SUHIHUHQFHV��%XW�WKLV�SRVHV�D�
IXQGDPHQWDO�TXHVWLRQ�QRW�MXVW�RI�RXWFRPH��EXW�RI�EDVLF�PHWKRG��VKRXOG�ZH��DV�PRGHUQ��&RQVHUYDWLYH��
0DVRUWL�KDODNKLVWV��FRQVLGHU�RXUVHOYHV�ERXQG�E\�EODQNHW�SUHVXPSWLRQV�DERXW�KXPDQ��RU�DW�OHDVW�-HZLVK��
PDOH��QDWXUH�IURP�D�WLPH�VRFLDO�VLWXDWLRQ�YHU\�GLIIHUHQW�IURP�RXUV��DQG�SHUKDSV�QRW�HQWLUHO\�WUXH�HYHQ�
WKHQ���VXFK�DV�HLQ�DGDP�RVHK�EH¶LODWR�EH¶LODW�]¶QXW��DQG�SRVLW�OHJDO�RXWFRPHV�IURP�WKRVH�SUHPLVHV"�2U�
VKRXOG�ZH�LQVWHDG�DGGUHVV�RXUVHOYHV�WR�WKH�SHRSOH�ULJKW�EHIRUH�XV��ZKRVH�YHU\�FKRLFHV�RI�D�JLYHQ�PDULWDO�
FHUHPRQ\��DV�ZHOO�DV�WKH�XQGHUO\LQJ�DVVXPSWLRQV�EXLOW�LQWR�WKRVH�FHUHPRQLHV��DUH�KLJKO\�VXJJHVWLYH�RI�
PRWLYH�DQG�LQWHQW�WR�DFWLYHO\�IRUHJR�NLGGXVKLQ�±�DQG�RQO\�WKHQ�GHWHUPLQH�KRZ�WR�UHVSRQG�OHJDOO\"���
6FKLQGOHU¶V�WHVKXYDK��DV�ZH�KDYH�VHHQ��OHDQV�WRZDUGV�WKH�ODWWHU�FRXUVH��DQG�FKDUWV�D�SDWK�IRU�XV�DV�ZHOO��,W�
DVVLVWV�LQ�SURYLGLQJ�KDODNKLF�EDFNLQJ�IRU�WDNLQJ�SHRSOH�DW�WKHLU�ZRUG��HVSHFLDOO\�ZKHQ�LW�LV�FRKHUHQW�ZLWK�
WKHLU�DFWLRQV��WKDW�WKH\�GR�QRW�LQWHQG�WR�HIIHFW�NLGGXVKLQ�E\�WKHLU�FHUHPRQLHV��DQG�WKDW�LQ�IDFW�WR�WKH�
FRQWUDU\�WKH\�GHOLEHUDWHO\�PHDQ�WR�DYRLG�FUHDWLQJ�NLGGXVKLQ�

)LQDOO\��EHIRUH�PRYLQJ�RQ��ZH�PXVW�UHYLVLW�DQG�HPSKDVL]H�WKH�UHTXLUHPHQW�WKDW�NLGGXVKLQ�
GHPDQGV�FRQVHQW�IURP�ERWK�SDUWLHV��$�ZRPDQ�PXVW�DFFHSW�WKH�WRNHQ��RU�GRFXPHQW��RI�NLGGXVKLQ��HYHQ�LI�
SDVVLYHO\�UDWKHU�WKDQ�DFWLYHO\��DQG�PXVW�DFFHSW�WKDW�D�VH[�DFW�LV�GRQH�ZLWK�WKH�LQWHQW�WR�FUHDWH�NLGGXVKLQ��
$EVHQW�WKH�ZRPDQ¶V�FRQVHQW��NLGGXVKLQ�GRHV�QRW�WDNH�HIIHFW��7KH�TXHVWLRQ�WKHQ�EHFRPHV��ZK\�VKRXOG�D�
ZRPDQ¶V�FRQVHQW�WR�NLGGXVKLQ�EH�SUHVXPHG��LQ�VSLWH�RI�FOHDU�LQGLFDWLRQV�WKDW�KHU�LQWHQW�ZDV�RWKHUZLVH"

7KLV�LVVXH�KDV�EHHQ�GLVFXVVHG�DW�VRPH�OHQJWK�LQ�UHJDUGV�WR�DQRWKHU�SURSRVDO�WR�DOOHYLDWH�WKH�
SRVVLELOLW\�RI�LJXQ�DQG�WKH�ZLWKKROGLQJ�RI�D�JHW��WKDW�LV��NLGGXVKLQ�DO�W¶QDL��FRQGLWLRQDO�PDUULDJH��7KHUH�LV�
D�FUXFLDO�REMHFWLRQ�WKDW�VRPH�KDYH�UDLVHG�WR�WKH�HIIHFWLYHQHVV�DQG�RU�SHUPLVVLELOLW\�RI�WKLV�PHWKRG��LI�WKH�
FRQGLWLRQ�ZHUH�WR�EH�LQYRNHG���DQG�WKH�PDUULDJH�WKHUHE\�GHHPHG�YRLG�DE�LQLWLR��WKLV�ZRXOG�PHDQ�WKDW�WKH�
FRXSOH�KDG��OHJDOO\��QHYHU�EHHQ�PDUULHG�±�DQG�KHQFH�DOO�VH[XDO�FRQWDFW�EHWZHHQ�WKHP�ZRXOG�EH�UHQGHUHG�
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����6FKLQGOHU�����
����,Q�WKLV�UHJDUG��VHH�DOVR�5DFKHO�$GOHU��³,QQRYDWLRQ�DQG�$XWKRULW\��$�)HPLQLVW�5HDGLQJ�RI�WKH�µ:RPHQ¶V�

0LQ\DQ¶�5HVSRQVXP�´�*HQGHU�,VVXHV�LQ�-HZLVK�/DZ��(VVD\V�DQG�5HVSRQVD��(G��:DOWHU�-DFRE�DQG�0RVKH�=HPHU�
�1HZ�<RUN��2[IRUG��%HUJKDKQ�%RRNV���������±����LQ�ZKLFK�VKH�DQDO\]HV�WKH�ZULWLQJV�RI�2UWKRGR[�SRVNLP�UHJDUGLQJ�
WKH�SKHQRPHQRQ�RI�³ZRPHQ¶V�SUD\HU�JURXSV�´�6KH�REVHUYHV�DQ�LPSRUWDQW�SKHQRPHQRQ�QRW�RQO\�LQ�WKH�PRVW�
SURPLQHQW�WHVKXYDK�LQ�RSSRVLWLRQ��EXW�LQ�RWKHUV�LQFOXGLQJ�DW�OHDVW�RQH�LQ�VXSSRUW�RI�WKH�LQQRYDWLRQ��HYHQ�WKRXJK�WKH�
ZRPHQ�FHQWUDO�WR�WKH�GHYHORSPHQW�RI�WKHVH�JURXSV�DUH�NQRZQ�DQG�LGHQWLILDEOH��DQG�WKH\�WKHPVHOYHV�DQG�RU�WKHLU�
ZULWLQJV�RQ�WKLV�VXEMHFW�FRXOG�EH�FRQVXOWHG��LQVWHDG�³7KHUH�LV�D�µJHQWOHPHQ¶V�DJUHHPHQW¶�WR�FRQYHUVH�DERXW�UDWKHU�
WKDQ�ZLWK�WKHVH�PRWKHUV�RI�LQYHQWLRQV�VR�WKDW�WKHLU�DFFRPSOLVKPHQWV�PD\�EH�UHIUDPHG�IRU�WKH�SXUSRVHV�RI�WKH�
UHVSRQVD�OLWHUDWXUH�DV�SUREOHPV�GHWHFWHG�E\�RQH�UDEEL�DQG�UHIHUUHG�WR�DQRWKHU�IRU�VROXWLRQ´������7KH�DXWKRUV�DUH�WKHQ�
IUHH�WR�VXEVWLWXWH�WKHLU�RZQ�DVVXPSWLRQV�DERXW�WKH�PRWLYHV�DQG�LQWHQWLRQV�RI�WKH�ZRPHQ�ZKR�KDYH�IRXQGHG�DQG�
SDUWLFLSDWH�LQ�VXFK�JURXSV��DQG�HYDOXDWH�WKHP�DFFRUGLQJO\�
6HH�DOVR�$GOHU��(QJHQGHULQJ�-XGDLVP������IRU�DQ�DSSOLFDWLRQ�RI�WKLV�LQVLJKW�WR�RXU�FDVH��GHWHUPLQLQJ�WKH�VWDWXV�RI�D�

UHODWLRQVKLS�QRW�HVWDEOLVKHG�WKURXJK�NLGGXVKLQ�
����)RU�H[DPSOH��LI�WKH�PDUULDJH�ZHUH�PDGH�FRQGLWLRQDO�RQ�WKH�PDQ�JLYLQJ�DQG�WKH�ZRPDQ�DFFHSWLQJ�D�JHW�ZLWKLQ�D�

VHW�WLPH�DIWHU�D�FLYLO�GLYRUFH�DQG�WKHQ�WKDW�WLPH�HODSVHG�ZLWKRXW�D�JHW�EHLQJ�JLYHQ�DFFHSWHG�



QRQ�PDULWDO�DQG�WKHUHIRUH��SUHVXPDEO\��OLFHQWLRXV����0LJKW�WKH�PDQ�WKHQ�SUHIHU�WR�EH�PDUULHG�
XQFRQGLWLRQDOO\��DQG�WKHUHIRUH�QXOOLI\�WKH�FRQGLWLRQ�DQG�HQDFW�NLGGXVKLQ�QLVVXLQ�XQFRQGLWLRQDOO\�WKURXJK�
VH[XDO�LQWHUFRXUVH"�,Q�UHVSRQVH�WR�WKLV�SRWHQWLDO�SUREOHP��5DEEL�(OLH]HU�%HUNRYLWV��DXWKRU�RI�WKH�PRVW�
H[WHQVLYH�ZRUN�DGYRFDWLQJ�IRU�WKH�KDODNKLF�SHUPLVVLELOLW\�DQG�XVH�RI�NLGGXVKLQ�DO�W¶QDL��DUJXHV��DPRQJ�
VHYHUDO�DUJXPHQWV�DJDLQVW�VXFK�D�FRQFOXVLRQ��WKDW�QR�PDWWHU�WKH�PDQ¶V�LQWHQW��NLGGXVKLQ�FDQQRW�EH�FUHDWHG�
LQ�WKLV�FDVH�EHFDXVH�WKH�ZRPDQ�LV�KLJKO\�XQOLNHO\�WR�IRUJR�RU�DJUHH�WR�IRUJR�WKH�FRQGLWLRQ��JLYHQ�WKDW�LW�LV�
PDGH�IRU�KHU�EHQHILW��,QGHHG��RQH�PD\�DGG�WR�%HUNRYLWV¶�DUJXPHQW�WKDW�LW�LV�TXHVWLRQDEOH�ZKHWKHU�WKH�
SULQFLSOH�RI�HLQ�DGDP����FODVVLFDOO\�DSSOLHV�WR�ZRPHQ�DW�DOO��:KHQ�WKH�7DOPXG�DQG�WKH�KDODNKLF�GLVFRXUVH�
WKDW�IROORZHG�IURP�LW�LQYRNHV�WKH�SULQFLSDO�HLQ�DGDP�����ZKR�H[DFWO\�LV�WKH�³DGDP´�EHLQJ�VSRNHQ�RI"�,V�WKH�
SULQFLSOH�XQGHUVWRRG�WR�DSSO\�HTXDOO\�WR�PHQ�DQG�ZRPHQ"�3HUKDSV�ZH�VKRXOG�WDNH�QRWH�RI�WKH�
DQGURFHQWULF�WHUPV�LQ�ZKLFK�WKH�SULQFLSOH�LV�FRXFKHG��$OO�WKH�WDOPXGLF�VRXUFHV�ZKLFK�LQYRNH�WKH�SULQFLSOH�
GLVFXVV�LW�LQ�WHUPV�RI�WKH�PDQ¶V�DSSURDFK�WR�WKH�UHODWLRQVKLS�UDWKHU�WKDQ�WKH�ZRPDQ¶V��DQG�WKRXJK�WKH\�GR�
QRW�DEVROXWHO\�SUHFOXGH�WKDW�ZRPHQ�FRXOG�KROG�VLPLODU�FRQFHUQV��WKHUH�LV�QR�WH[W�WKDW�,�DP�DZDUH�RI�WKDW�
VSHFLILFDOO\�DSSOLHV�WKH�SULQFLSOH�WR�ZRPHQ����1RU�LV�WKH�VWDWXV�RI�D�PDQ¶V�VH[XDO�UHODWLRQV�QHFHVVDULO\�RI�
OHJDO�LPSRUW�WR�KLV�IHPDOH�SDUWQHU��IXUWKHU�UHPRYLQJ�DQ\�OLNHO\�PRWLYDWLRQ�VKH�PLJKW�KDYH�IRU�SUHIHUULQJ�
DQ�XQFRQGLWLRQDO�PDUULDJH�RYHU�D�FRQGLWLRQDO�RQH���

,Q�������D�WHVKXYDK�±�KLJKO\�LQIOXHQFHG�E\�DQG�UHOLDQW�RQ�%HUNRYLWV¶�PRQRJUDSK�±�ZDV�EURXJKW�WR�
DQG�DGRSWHG�E\�WKH�&-/6�WR�PDNH�WKLV�SURFHGXUH�KDODNKLFDOO\�YDOLG�ZLWKLQ�WKH�&RQVHUYDWLYH�0DVRUWL�
PRYHPHQW����$FFRUGLQJ�WR�WKLV�UXOLQJ��WKH�FRXSOH�PXVW�PDNH�WKHLU�LQWHQW�IRU�D�FRQGLWLRQDO�PDUULDJH�FOHDU�
DQG�NQRZQ�DW�WKH�WLPH�RI�WKH�HQDFWPHQW�RI�WKH�NLGGXVKLQ��HYHQ�LI�WKRXJK�WKH\�KDYH�SUHYLRXVO\�VLJQHG�
GRFXPHQWDWLRQ�WR�WKLV�HIIHFW�����EXW�RQFH�KDYLQJ�GRQH�VR�DW�WKDW�WLPH��WKHUH�LV�QR�IXUWKHU�FRQFHUQ�WKDW�
HLWKHU�SDUW\�PLJKW�VWLOO�EH�DEOH�WR�FDQFHO�WKH�FRQGLWLRQ�DW�D�ODWHU�GDWH��,Q�WKLV�WKH�&-/6�WHVKXYDK�UHOLHV�RQ�
WKH�PRVW�OHQLHQW�XQGHUVWDQGLQJ��DUWLFXODWHG�E\�%HUNRYLWV��WKDW�RQFH�WKH�FRQGLWLRQ�LV�PDGH��RU�UHIHUHQFHG�
ZLWK�WKH�IXOO�XQGHUVWDQGLQJ�RI�WKH�FRXSOH��DW�NLGGXVKLQ��LW�QHHG�QRW�EH�UHSHDWHG�DW�DQ\�ODWHU�WLPH��%HUNRYLWV�
SUHVHQWV�VHYHUDO�DUJXPHQWV�RQ�EHKDOI�RI�WKLV�FRQFOXVLRQ��(DFK�RI�WKHVH�LV�HTXDOO\�DSSOLFDEOH�WR�WKH�FDVH�RI�
D�PDUULDJH�SHUIRUPHG�E\�D�PHDQV�RWKHU�WKDQ�NLGGXVKLQ��LI�WKDW�LQWHQW�LV�PDGH�FOHDU�DW�WKH�PRPHQW�RI�WKH�
FHUHPRQ\����7KHVH�LQFOXGH�


�,I�RQH�DFFHSWV�WKH�DQDO\VLV�WKDW�WKH�QXOOLILFDWLRQ�RI�D�PDUULDJH��WULJJHUHG�E\�WKH�IXOILOOPHQW�RI�D�
FRQGLWLRQ�RI�WKH�VRUW�%HUNRYLWV�LV�DGYRFDWLQJ��GRHV�QRW�WKHUHE\�UHQGHU�WKH�VH[XDO�LQWHUFRXUVH�WKDW�WRRN�
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����7KRXJK�QRW�DOO�KDODNKLF�DXWKRULWLHV�EHOLHYH�WKLV�WR�EH�WKH�RXWFRPH�LQ�DQ\�FDVH��JLYHQ�WKDW�WKH�FRXSOH�KDG�EHHQ�LQ�
DQ�H[FOXVLYH�UHODWLRQVKLS�ZLWK�WKH�LQWHQW�DQG�DVVXPSWLRQ�WKDW�VH[XDO�UHODWLRQV�ZRXOG�WDNH�SODFH�ZLWKLQ�PDUULDJH��DQG�
KHQFH�WKRVH�UHODWLRQV�RXJKW�QRW�WR�EH�FRQVLGHUHG�OLFHQWLRXV��VHH�$UXNK�+D6KXONKDQ�(�+����������DQG�WKH�DUJXPHQWV�
LQ�(OLH]HU�%HUNRYLWV��7¶QDL�E¶1LVXLQ�X¶ED*HW��%HUXUHL�+DODNKDK��-HUXVDOHP��0RVVDG�+DUDY�.RRN����������±���DQG�
����DQG�IRU�D�SDUDSKUDVH�VXPPDU\�LQ�(QJOLVK��VHH�<HKXGDK�$EHO��&RQIURQWLQJ�µ,JJXQ��$�&RPELQDWLRQ�RI�7KUHH�
3RVVLEOH�6ROXWLRQV�WR�WKH�3UREOHP�RI�WKH�&KDLQHG�:LIH�LQ�-HZLVK��/DZ��$JXQDK�5HVHDUFK�8QLW�>/LYHUSRRO��'HERUDK�
&KDUOHV�3XEOLFDWLRQV������@���±����
6HH�DOVR�%HUQDUG�6��-DFNVRQ��$JXQDK��7KH�0DQFKHVWHU�$QDO\VLV��$JXQDK�5HVHDUFK�8QLW��/LYHUSRRO��'HERUDK�

&KDUOHV�3XEOLFDWLRQV�����������±��������±����DQG�SDUWLFXODUO\������IRU�%HUNRYLWV¶�DUJXPHQWV��
����6HH�-DFNVRQ��������������³WKHUH�LV��LQ�IDFW��DQ�DUJXPHQW�WKDW�µ(\Q�µDGDP�µRVHK�EH¶LODWR�EH¶LODW�]HQXW�GRHV�QRW�

DSSO\�WR�D�ZRPDQ�´
����³���VKH�QHHG�QRW�FRQFHUQ�KHUVHOI�DV�D�PDWWHU�RI�KDODNKDK�ZLWK�WKH�UHVXOWDQW��UHWURDFWLYH�µH[WUDPDULWDO¶�VWDWXV�RI�

KLV�UHODWLRQV�LI�KH�IDLOV�WR�GLYRUFH�KHU�SURSHUO\�´�0LFKDHO�-��%UR\GH��³$�3URSRVHG�7ULSDUWLWH�$JUHHPHQW�WR�6ROYH�
6RPH�RI�WKH�$JXQDK�3UREOHPV��$�6ROXWLRQ�:LWKRXW�$Q\�,QQRYDWLRQ�´�-HZLVK�/DZ�$VVRFLDWLRQ�6WXGLHV�;;�
�����������
����%RKQHQ��*HUVKILHOG��.UHLWPDQ��DQG�6LHJDO�
����%RKQHQ��*HUVKILHOG��.UHLWPDQ��DQG�6LHJHO��LQ�*ROLQNLQ�������WKLV�LV�UHLWHUDWHG�LQ�0RUHK�'HUHNK��&����
����$V�ZLOO�EH�VHHQ�EHORZ�DW�WKH�HQG�RI�6HFWLRQ�,9�DQG�LQ�$SSHQGL[�,��WKH�FHUHPRQLHV�HQGRUVHG�KHUH�VXEVWLWXWH�

RWKHU�OHJDO�DFWV�LQ�WKH�SODFH�RI�NLGGXVKLQ��EXW�RWKHUZLVH�SURFHHG�DOPRVW�HQWLUHO\�OLNH�WKH�WUDGLWLRQDO�ZHGGLQJ�
FHUHPRQ\�DOUHDG\�LQ�SUDFWLFH�



SODFH�GXULQJ�WKH�PDUULDJH�UHWURDFWLYHO\�OLFHQWLRXV��WKHQ�WKHUH�LV�QR�UHDVRQ�IRU�WKH�KXVEDQG�WR�ZDQW�RU�QHHG�
WR�QXOOLI\�WKH�FRQGLWLRQ�DW�DOO����6LPLODUO\��LQ�WKH�QH[W�SRUWLRQ�RI�WKLV�VHFWLRQ�,�ZLOO�SUHVHQW�DUJXPHQWV�WKDW�
WKH�SUHVHQFH�RU�DEVHQFH�RI�NLGGXVKLQ�QHHG�QRW�EH�WKH�VROH�GHWHUPLQDQW�KHUH��DQG�WKDW�VH[XDO�UHODWLRQV�
ZLWKLQ�D�PDUULDJH�FRQVWLWXWHG�E\�RQH�RI�WKH�PHDQV�HQGRUVHG�KHUH�DUH�QRW�KDODNKLFDOO\�OLFHQWLRXV�±�WKXV�WKH�
KXVEDQG�KDV�QR�UHDVRQ�WR�QHHG�WR�FKDQJH�WKH�XQGHUO\LQJ�QDWXUH�RI�WKH�PDUULDJH�DW�D�ODWHU�GDWH�


�,I�WKH�KXVEDQG�LV�LQGHHG�FRQFHUQHG�DERXW�WKH�SRVVLELOLW\�RI�UHWURDFWLYHO\�KDYLQJ�HQJDJHG�LQ�QRQ�
PDULWDO�VH[��RQH�PD\�DVN�ZK\�KH�ZRXOG�DJUHH�WR�PDNH�WKH�FRQGLWLRQ�LQ�WKH�ILUVW�SODFH��+LV�ZLOOLQJQHVV�WR�
HQWHU�LQWR�WKH�PDUULDJH�FRQGLWLRQDOO\�PD\�WKHUHIRUH�EH�VHHQ�DV�DQ�DIILUPDWLRQ�WKDW�WKLV�LVVXH�LV�QRW�RI�
FRQFHUQ�WR�KLP����6R�WRR�KLV�ZLOOLQJQHVV�WR�HQWHU�D�PDUULDJH�HVWDEOLVKHG�RQ�D�KDODNKLF�EDVLV�RWKHU�WKDQ�
NLGGXVKLQ�


�.LGGXVKLQ�DQG�QLVVXLQ�DUH�DOPRVW�DOZD\V�SHUIRUPHG�WRGD\�DW�D�VLQJOH�RFFDVLRQ��RQH�DOPRVW�
LPPHGLDWHO\�IROORZLQJ�WKH�RWKHU��7KHUH�LV�OLWWOH�UHDVRQ�WR�WKLQN�WKDW�WKH�FRQGLWLRQ�ZKLFK�WKH�FRXSOH�DJUHHG�
WR�DW�NLGGXVKLQ�ZRXOG�EH�XQDFFHSWDEOH�WR�RQH�RU�WKH�RWKHU�RI�WKHP�RQO\�D�IHZ�PLQXWHV�ODWHU�DW�QLVVXLQ����
6LPLODUO\��QRQ�NLGGXVKLQ�DJUHHPHQWV�FRPPLWPHQWV�VKRXOG�UHPDLQ�DFFHSWDEOH�ZKHQ�WKH�UHVW�RI�WKH�
PDUULDJH�FHUHPRQ\�LV�SHUIRUPHG�MXVW�WKHUHDIWHU�


�7KH�ZRPDQ�LV�KLJKO\�XQOLNHO\�WR�IRUJR�RU�DJUHH�WR�IRUJR�WKH�FRQGLWLRQ��JLYHQ�WKDW�LW�LV�PDGH�IRU�
KHU�EHQHILW��6LQFH�NLGGXVKLQ�PD\�RQO\�KDSSHQ�ZLWK�D�ZRPDQ¶V�FRQVHQW��LW�VKRXOG�EH�KDODNKLFDOO\�
LPSRVVLEOH�IRU�WKH�PDQ�WR�FUHDWH�XQFRQGLWLRQDO�NLGGXVKLQ�WKURXJK�QLVVXLQ�RU�FRQVXPPDWLRQ�RI�WKH�
PDUULDJH�VROHO\�RI�KLV�RZQ�LQWHQW�DQG�DFFRUG����6R�WRR�LQ�WKH�FDVHV�DQG�FHUHPRQLHV�ZH�DUH�GLVFXVVLQJ�KHUH��
6LQFH�WKH�SXUSRVH�RI�KDYLQJ�D�QRQ�NLGGXVKLQ�FHUHPRQ\�LV�WR�KDYH�D�PDULWDO�DFW�WKDW�LV�HJDOLWDULDQ�ERWK�LQ�
IRUP�DQG�LQ�OHJDO�RXWFRPH��ZKDW�UHDVRQ�ZRXOG�WKH�ZRPDQ�LQ�SDUWLFXODU�KDYH�IRU�FKDQJLQJ�WKH�HQWLUH�
XQGHUO\LQJ�EDVLV�RI�WKH�PDUULDJH�WR�D�IRUP�VLJQLILFDQWO\�OHVV�PDWHULDOO\�DGYDQWDJHRXV�WR�KHU�RZQ�LQWHUHVWV"�
6LQFH�NLGGXVKLQ�PD\�RQO\�KDSSHQ�ZLWK�D�ZRPDQ¶V�FRQVHQW��LW�VKRXOG�EH�KDODNKLFDOO\�LPSRVVLEOH�IRU�WKH�
PDQ�WR�DQQXO�D�FRQGLWLRQ�RQ�NLGGXVKLQ�±�RU�FUHDWH�NLGGXVKLQ�ZKHQ�LW�ZDV�QRW�RULJLQDOO\�LQWHQGHG�±�WKURXJK�
QLVVXLQ�RU�FRQVXPPDWLRQ�RI�WKH�PDUULDJH�VROHO\�RI�KLV�RZQ�LQWHQW�DQG�DFFRUG����

� ���

� �

²²²²²²²²²²²

����%HUNRYLWV��7¶QDL�E¶1LVXLQ�X¶ED*HW����±������±���
����%HUNRYLWV��7¶QDL�E¶1LVXLQ�X¶ED*HW����±����2Q�WKLV�DQG�WKH�LPPHGLDWHO\�SULRU�DUJXPHQW�GHVFULEHG�KHUH��VHH�DOVR�

WKH�SDUDSKUDVH�LQ�$EHO��&RQIURQWLQJ�µ,JJXQ������³:K\��KH�DUJXHV��HYHQ�PDNH�D�FRQGLWLRQ�LI�\RX�NQRZ�\RX�DUH�JRLQJ�
WR�IRUHJR�LW�ODWHU�EHFDXVH�RI�WKH�IHDU�RI�SURPLVFXLW\"´�6LPLODUO\��KH�FRQWLQXHV�LQ�QRWH�����³2U�IRU�DQ\�RWKHU�UHDVRQ��
2EYLRXVO\��DFFRUGLQJ�WR�5��%HUNRYLWV¶V�HDUOLHU�DUJXPHQW���WKDW�WKHUH�LV�QR�UHWURDFWLYH�SURPLVFXLW\�����WKHUH�LV�QR�QHHG�
WR�UHSHDW�WKH�FRQGLWLRQ�DW�DOO�EHFDXVH�WKHUH�LV�QR�UHDVRQ�WR�IHDU�WKDW�KH�PLJKW�ZDQW�WR�FDQFHO�LW���´
����6HH�%HUNRYLWV��7¶QDL�E¶1LVXLQ�X¶ED*HW�����
����%HUNRYLWV��7¶QDL�E¶1LVXLQ�X¶ED*HW����±������±���
����%HUNRYLWV����±������±���
,Q�WKLV�UHJDUG��QRWH�DOVR�WKH�FODLP�RI�'U���DQG�5DEEL��0HLU�6LPKD�)HOGPDQ�WKDW�PDQ\�PRVW�PRGHUQ�ZRPHQ�

�SDUWLFXODUO\�WKRVH�ZKR�DUH�QRW�UHOLJLRXVO\�REVHUYDQW�RU�NQRZOHGJHDEOH��ZRXOG�UHMHFW�WKH�SUHPLVHV�RI�NLGGXVKLQ�ZHUH�
VXFK�SUHPLVHV�DQG�WKHLU�SRWHQWLDO�FRQVHTXHQFHV�IXOO\�XQGHUVWRRG��0RUHRYHU��KH�FODLPV�WKDW�WKLV�KDV�WKH�IXUWKHU�UHVXOW�
RI�FDOOLQJ�LQWR�TXHVWLRQ�ZKHWKHU�PRVW�ZRPHQ�DUH�LQ�IDFW�FRQVHQWLQJ�WR�NLGGXVKLQ��DV�OHJDOO\�UHTXLUHG��ZLWK�WKH�UHVXOW�
WKDW�WKH�YDOLGLW\�RI�WKH�NLGGXVKLQ�LQ�VXFK�FDVHV�VKRXOG�EH�GRXEWIXO��³WKHUH�LV�D�SUHVXPSWLRQ��PRUHRYHU�DQ�HYLGHQW�
SUHVXPSWLRQ��DQG�PRUHRYHU�H[SOLFLW�VWDWHPHQWV�IURP�WKHLU�PRXWKV��WKDW�WKH\�FRQVHQW�RQO\�DQG�VROHO\�WR�D�FRPPLWPHQW�
RI�IDLWKIXOQHVV��DQG�QRW�WR�VRPHWKLQJ�OLNH�WKLV�IURP�ZKLFK�WKH\�FDQQRW�EH�IUHHG�ZLWKRXW�WKH�ZLOO�RI�WKH�
KXVEDQG���7KHUHIRUH��WKHUH�LV�JUHDW�GRXEW�LI�WKHLU�NLGGXVKLQ�DUH�YDOLG�DFFRUGLQJ�WR�WKH�7RUDK�RU�HYHQ�UDEELQLFDOO\�´�
0HLU�6LPKD�)HOGEOXP��³7KH�3UREOHP�RI�$JXQRW�DQG�0DP]HULP��$�3URSRVDO�IRU�D�*HQHUDO�DQG�&RPSUHKHQVLYH�
6ROXWLRQ�>+HE�@�´�'LQH�<LVUDHO���������±������������VHH�DOVR�5XWWHQEHUJ¶V�VXPPDU\�DQG�GLVFXVVLRQ�DW�
KWWSV���DOWHUQDWLYHVWRNLGGXVKLQ�ZRUGSUHVV�FRP������������WKH�GDDW�IDFWRU����$�VLPLODU�SRLQW�LV�DOVR�UHFRJQL]HG�LQ�WKLV�
UDWKHU�VXUSULVLQJ�VRXUFH��³���LI�WKH�-HZLVK�SXEOLF��HVSHFLDOO\�WKH�IHPDOH�-HZLVK�SXEOLF�IRXQG�RXW�DERXW�LW��-HZLVK�
PDUULDJH�ZLWK�LWV�JUHDWHU�FRQWHPSRUDU\�OLDELOLWLHV�DQG�IHZHU�FRQWHPSRUDU\�DVVHWV��ZRXOG�EHFRPH�DQ�RSWLRQ�ILW�RQO\�
IRU�IRROV�´�1RYDN�����
)LQDOO\��LQ�OLJKW�RI�DOO�WKH�DUJXPHQWV�MXVW�DERYH��LW�VKRXOG�DOVR�EH�HYLGHQW�WKDW�WKH�FRXSOH¶V�GD\�WR�GD\�VHOI�

SUHVHQWDWLRQV�DV�PDUULHG�VSRXVHV�VKRXOG�LQ�QR�ZLVH�EH�DVVXPHG�DV�D�VWDWHPHQW�RI�FKDQJH�RI�LQWHQW�FRQVHQW�RI�HLWKHU�



7R�VXP�XS�VR�IDU��,I�D�FHUHPRQ\��RWKHU�WKDQ�D�SXUHO\�FLYLO�FHUHPRQ\��LV�YHU\�REYLRXVO\�VRPHWKLQJ�
RWKHU�WKDQ�NLGGXVKLQ����DQG�PRUH�SDUWLFXODUO\�LI�WKH�FRXSOH�PDNH�WKHLU�LQWHQW�H[SOLFLW�E\�D�VWDWHPHQW�RI�
WKHLU�RZQ�RU�E\�DFWLYH�FRQVHQW�WR�D�VWDWHPHQW�IURP�WKH�RIILFLDQW�DW�WKH�WLPH�RI�WKH�FHUHPRQ\��DQG�
DGGLWLRQDOO\�LQ�WKHLU�PDUULDJH�GRFXPHQWV��EHIRUH�YDOLG�ZLWQHVVHV����WKHQ�WKHUH�LV�QR�QHHG��LQGHHG�QR�JRRG�
MXVWLILFDWLRQ��IRU�LPSRVLQJ�DQ\�RI�WKH�VWULFWXUHV�RI�NLGGXVKLQ�LQ�VXFK�DQ�LQVWDQFH��0RVW�SDUWLFXODUO\��ZKLOH�
WKHUH�PD\�EH�RWKHU�FRQVLGHUDWLRQV�WKDW�QHHG�WR�EH�DGGUHVVHG�ZHUH�D�FRXSOH�WR�GHFLGH�WR�WHUPLQDWH�WKHLU�
UHODWLRQVKLS��QR�JHW��HYHQ�P¶VDIHN��VKRXOG�EH�VXJJHVWHG�RU�LPSRVHG�

:KHUH�6FKLQGOHU¶V�WHVKXYDK�LV�VLJQLILFDQWO\�PRUH�FKDOOHQJLQJ�WR�WKH�QH[W�VWHS�RI�P\�SDWK�KHUH��
KRZHYHU��LV�LQ�LWV�DGKHUHQFH�WR�WKH�GLFKRWRP\�RI�HLWKHU�SHUPLWWHG�NLGGXVKLQ�RU�IRUELGGHQ�OLFHQWLRXV�
UHODWLRQVKLSV�HYHQ�ZKHQ�VH[XDOO\�H[FOXVLYH�DQG�ORQJ�WHUP��DV�LV�WKH�FDVH�IRU�,VUDHOL�³FRPPRQ�ODZ´�
SDUWQHUVKLSV��,Q�IDFW��WKRXJK��WKH�VLWXDWLRQ�DV�LW�KDV�GHYHORSHG�RYHU�WKH�FRXUVH�RI�KDODNKLF�KLVWRU\�LV�
DFWXDOO\�HYHQ�PRUH�FRPSOH[�WKDQ�KDV�\HW�EHHQ�DGPLWWHG��7KH�DSSDUHQW�GLFKRWRP\�RI�OHJLWLPDWH�NLGGXVKLQ�
DQG�SURKLELWHG�]¶QXW�LV�FRPSOLFDWHG�E\�WKH�GHYHORSPHQW�LQ�UDEELQLF�ODZ�DQG�VRXUFHV�QRW�RQO\�RI�FDVHV�LQ�
ZKLFK�UHODWLRQVKLSV�VXFK�DV�FLYLO�PDUULDJH�DUH�VXEVXPHG�LQWR�NLGGXVKLQ��EXW�DOVR�E\�FLUFXPVWDQFHV�LQ�
ZKLFK�D�FRXSOH�PD\�KDYH�DQ�H[FOXVLYH��WKDW�LV��DW�OHDVW�WKH�ZRPDQ�LV�H[FOXVLYH�WR�WKH�PDQ��VH[XDO�
UHODWLRQVKLS�ZLWKRXW�HQWHULQJ�DQ\�IRUP�RI�PDUULDJH��NLGGXVKLQ�RU�RWKHUZLVH���ZKLFK�LV�QRQHWKHOHVV�
FRQVLGHUHG�LI�QRW�SHUPLVVLEOH�DW�OHDVW�VRPHWKLQJ�RWKHU�WKDQ�]¶QXW��ʺʥʹʢʬʴ��SLODJVKXW�����%DVHG�RQ�ELEOLFDO�
H[DPSOHV�DQG�RQ�WKH�IHZ�SDVVDJHV�RQ�WKH�WRSLF�IRXQG�LQ�WKH�WDOPXGLF�VRXUFHV��DQG�VXEVHTXHQWO\�RQ�WKH�
DFWXDO�SUHVHQFH�RI�VLPLODU�SUDFWLFHV�LQ�VRPH�RI�WKH�FRPPXQLWLHV�LQ�ZKLFK�-HZV�IRXQG�WKHPVHOYHV�
�SDUWLFXODUO\�EXW�QRW�H[FOXVLYHO\�PHGLHYDO��,VODPLFDWH�FRQWH[WV���KDODNKDK�DXWKRULWLHV�KDYH�WKXV�DGPLWWHG�
LQWR�WKH�KDODNKLF�V\VWHP�±�LI�VRPHWLPHV�JUXGJLQJO\�DQG�RU�ZLWK�WKH�LQWHQW�WR�IRUELG��DV�ZLOO�VRRQ�EH�VHHQ�±�
D�UHFRJQL]HG�IRUP�RI�QRQ�PDULWDO�UHODWLRQVKLS�EHWZHHQ�D�PDQ�DQG�ZRPDQ�

6LQFH�SLODJVKLP�DSSHDU�DW�VHYHUDO�ORFDWLRQV�LQ�WKH�7DQDNK����WKH�UDEELV�ZHUH�QRW�DW�OLEHUW\�WR�
VLPSO\�GLVPLVV�WKH�LQVWLWXWLRQ��WKRXJK�LQ�WKH�FODVVLFDO�SHULRG�RI�WKH�WDQQDLP�DQG�DPRUDLP�WKH\�JDYH�LW�
PLQLPDO�DWWHQWLRQ�DW�EHVW��2I�FRXUVH��WKH�UDEELV��DV�ZDV�WKHLU�ZRQW��GLG�QRW�VLPSO\�DFFHSW�SLODJVKXW�DV�LW�
DSSHDUV�LQ�ELEOLFDO�WH[WV��DQG�WKHLU�XQGHUVWDQGLQJV�RI�SLODJVKXW�UHVSRQG�WR�WKHLU�RZQ�PRGHO�RI�PDUULDJH��
6LQFH�LW�LV�WKH�UDEELQLF�XQGHUVWDQGLQJ�RQ�ZKLFK�ODWHU�KDODNKLF�XQGHUVWDQGLQJV�DUH�EXLOW��IRU�RXU�SXUSRVHV�
KHUH�WKH�NH\�IRXQGDWLRQDO�WH[W�LV�D�YHU\�VKRUW�SDVVDJH�IURP�E��6DQ����D�

�ʯʩʹʥʣʩʷ�ʠʬʡʥ�ʤʡʥʺʫ�ʠʬʡ���ʭʩʹʢʬʴ��ʯʩʹʥʣʩʷʡʥ�ʤʡʥʺʫʡ��ʭʩʹʰ��ʡʸ�ʸʮʠ�ʤʣʥʤʩ�ʡʸ�ʸʮʠ���"ʭʩʹʢʬʴ�ʩʠʮʥ�ʭʩʹʰ�ʩʠʮ
:KDW�LV�>PHDQW�E\@�³ZLYHV´�DQG�ZKDW�LV�>PHDQW�E\@�³FRQFXELQHV´"�5DY�<HKXGDK�VDLG�>LQ�WKH�
QDPH�RI@�5DY��:LYHV�±�ZLWK�D�NHWXEDK�DQG�NLGGXVKLQ��FRQFXELQHV�±�ZLWKRXW�D�NHWXEDK�DQG�
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����7KRXJK�WKH�GHJUHH�RI�UHVHPEODQFH�EHWZHHQ�D�FHUHPRQ\�DQG�NLGGXVKLQ�PLJKW�LWVHOI�EH�D�FRQFHUQ�WKDW�QHHGV�WR�EH�
DGMXGLFDWHG��,�ZLOO�UHWXUQ�WR�WKLV�SRLQW�LQ�WKH�&RQFOXVLRQ�3¶VDN�RI�WKLV�WHVKXYDK�
����6HH�IXUWKHU�GLVFXVVLRQ�RI�WKLV�SRLQW�DQG�RI�GRFXPHQWDWLRQ�RI�WKH�PDUULDJH�EHORZ�LQ�6HFWLRQ�9��DQG�DV�DSSOLHG�LQ�

$SSHQGL[�,�DQG�,,�
����&RPPRQO\�UHQGHUHG�LQ�(QJOLVK�DV�³FRQFXELQDJH�´�EXW�QRWH�0LFKDHO�-��%UR\GH¶V�VXJJHVWLRQ�WKDW�WKLV�WHUP�EH�

WUDQVODWHG�DV�VRPHWKLQJ�OLNH�³IDLWKIXO�VH[XDO�FRPSDQLRQ´��³-HZLVK�/DZ�DQG�WKH�$EDQGRQPHQW�RI�0DUULDJH��'LYHUVH�
0RGHOV�RI�6H[XDOLW\�DQG�5HSURGXFWLRQ�LQ�WKH�-HZLVK�9LHZ��DQG�WKH�5HWXUQ�WR�0RQRJDP\�LQ�WKH�0RGHUQ�(UD�´�LQ�
0DUULDJH��6H[�DQG�)DPLO\�LQ�-XGDLVP��HGV��0LFKDHO�-��%UR\GH�DQG�0LFKDHO�$XVXEHO��/DQKDP��0DU\ODQG��5RZPDQ�
	�/LWWOHILHOG�3XEOLVKHUV������������DQG������Q���
����(YHQ�LI�ZH�H[FOXGH�FRQFXELQHV�OLQNHG�ZLWK�QRQ�,VUDHOLWH�PHQ��H[DPSOHV�PD\�EH�IRXQG�LQ�*HQ��������$EUDKDP��

DQG��������-DFRE���-XGJHV�������*LGHRQ��DQG��������PXOWLSOH�YHUVHV��WKLV�LV�WKH�HSLVRGH�RI�WKH�³&RQFXELQH�RI�
*LEHDK´���PXOWLSOH�LQVWDQFHV�LQ�,,�6DPXHO��6DXO��'DYLG���,�.LQJV�������6RORPRQ��
)RU�D�VRPHZKDW�PRUH�H[WHQGHG�YHUVLRQ�RI�WKH�GLVFXVVLRQ�WKDW�IROORZV��VHH�/DERYLW]��³µ:LWK�5LJKWHRXVQHVV�DQG�ZLWK�

-XVWLFH¶�´����±���



ZLWKRXW�NLGGXVKLQ�

7KDW�LV��WR�WKH�UDEELV�WKH�FULWLFDO�GLVWLQFWLRQ�EHWZHHQ�PDUULDJH�DQG�FRQFXELQDJH�FRPHV�GLUHFWO\�RXW�RI�WKHLU�
RZQ�PDUULDJH�ODZV��EDVHG�RQ�ZKHWKHU�PDULWDO�DFTXLVLWLRQ�WKURXJK�NLGGXVKLQ�WRRN�SODFH�RU�QRW��DQG�
ZKHWKHU�WKH�ZRPDQ�KDV�WKH�ULJKWV�DQG�SURWHFWLRQV�JUDQWHG�E\�WKH�NHWXEEDK�����7KLV�GHILQLWLRQ�WKHQ�FDUULHV�
WKH�DGGLWLRQDO�LPSOLFDWLRQ�WKDW�QR�JHW�ZRXOG�EH�QHHGHG�WR�WHUPLQDWH�D�SLODJVKXW�UHODWLRQVKLS�

$PRQJ�PHGLHYDO�KDODNKLF�DXWKRULWLHV��0DLPRQLGHV�RQ�WKH�RQH�KDQG�DQG�1DFKPDQLGHV�RQ�WKH�
RWKHU��RU�VWDWHPHQWV�DWWULEXWHG�WR�WKHP��OD\�WKH�JURXQGZRUN�IRU�WKUHH�EURDG�SHUVSHFWLYHV�WRZDUGV�
SLODJVKXW�WKDW�GHYHORSHG�LQ�PHGLHYDO�GLVFRXUVH�DQG�SHUVLVW�LQ�VXEVHTXHQW�KDODNKLF�OLWHUDWXUH��0DLPRQLGHV�
DUJXHV�IRU�FRPSOHWH�IXQFWLRQDO�SURKLELWLRQ�RQ�SLODJVKXW�DV�DQ�RSWLRQ�IRU�³HYHU\GD\´�-HZLVK�FRXSOHV��,Q�
0�7���+LONKRW�0HODNKLP������KH�SUHVHQWV�WKLV�SUHYLRXVO\�XQSUHFHGHQWHG�UXOLQJ���

�ʣʥʧʩʡ�ʠʬʠ�ʯʩʹʥʣʩʷ�ʠʬʡʥ�ʤʡʥʺʫ�ʠʬʡ�ʭʩʹʢʬʴʥ��ʯʩʹʥʣʷʥ�ʤʡʥʺʫʡ�ʭʩʹʰ��ʭʩʹʢʬʴʥ�ʭʩʹʰ�ʬʠʸʹʩ�ʬʥʡʢ�ʬʫʮ�ʧʷʥʬ�ʯʫʥ
ʹʢʬʩʴʡ�ʸʥʱʠ�ʨʥʩʣʤʤ�ʬʡʠ��ʥʬ�ʺʸʺʥʮʥ�ʤʺʥʠ�ʤʰʥʷ�ʣʡʬʡ

$QG�VLPLODUO\�KH�>WKH�NLQJ@�PD\�WDNH�ZLYHV�DQG�FRQFXELQHV�IURP�ZLWKLQ�WKH�HQWLUH�ERXQGDU\�RI�
,VUDHO��:LYHV�±�ZLWK�D�NHWXEDK�DQG�NLGGXVKLQ��FRQFXELQHV�±�ZLWKRXW�D�NHWXEDK�DQG�ZLWKRXW�
NLGGXVKLQ��EXW�UDWKHU�KH�DFTXLUHV�KHU�WKURXJK�VHFOXVLRQ�>WRJHWKHU��DV�D�UHSUHVHQWDWLRQ�RI�VH[XDO�
DFWLYLW\@�DQG�VKH�LV�SHUPLWWHG�WR�KLP��%XW�WKH�RUGLQDU\�SHUVRQ�LV�IRUELGGHQ�WR�KDYH�D�FRQFXELQH�

7KLV�UHVWULFWLRQ�FRUUHVSRQGV�ZLWK�0DLPRQLGHV¶�YLHZV�PRUH�JHQHUDOO\�RQ�VH[XDO�FRQWDFW�LQ�WKH�DEVHQFH�RI�
NLGGXVKLQ�EHWZHHQ�WKH�SDUWQHUV��,Q�ERWK�6HIHU�KD0LW]YRW��OR�WD¶DVHK������DQG�0�7��+LONKRW�,VKXW������KH�
GHFODUHV�WKDW�VH[XDO�FRQWDFW�LQ�WKH�DEVHQFH�RI�NLGGXVKLQ�LV�HQWLUHO\�IRUELGGHQ��D�SURKLELWLRQ�KH�DVVRFLDWHV�
ZLWK�WKDW�DJDLQVW�UHODWLRQV�ZLWK��IRU�WKH�PDQ��RU�DV��IRU�WKH�ZRPDQ��WKH�³NHGHVKDK´�RI�'HXW�����������
6LQFH�LQ�WKH�ODQJXDJH�RI�WKH�7DOPXG��SLODJVKXW�GRHV�QRW�HQWDLO�NLGGXVKLQ����LW�ZRXOG�FRQVHTXHQWO\�KDYH�WR�
IDOO�LQWR�KLV�FDWHJRU\�RI�LQDSSURSULDWH�VH[XDO�UHODWLRQVKLSV����$OWKRXJK�WKH�LQVWLWXWLRQ�WHFKQLFDOO\�H[LVWV�
ZLWKLQ�WKH�OHJDO�V\VWHP��LW�ZRXOG�EH�IXQFWLRQDOO\�LPSHUPLVVLEOH�IRU�D�FRXSOH�WR�FUHDWH�VXFK�D�UHODWLRQVKLS��
DQG�VH[�EHWZHHQ�WKHP�ZRXOG�LQVWHDG�EH�FDWHJRUL]HG�DV�OLFHQWLRXVQHVV��6FKLQGOHU��DQG�RWKHUV�ZKR�WDNH�D�
VLPLODU�SRVLWLRQ��UHOLHV�RQ�WKLV�SURKLELWRU\�VWDQFH�UHJDUGLQJ�SLODJVKXW�WR�PDLQWDLQ�WKH�GLFKRWRP\�RI�
NLGGXVKLQ�DQG�DOO�RWKHU�UHODWLRQVKLSV�HYHQ�ZKHQ�H[FOXVLYH�DQG�ORQJ�WHUP���
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����6HYHUDO�PDQXVFULSW�YDULDQWV�DQG�VXEVHTXHQW�FRPPHQWDULHV�DQG�FLWDWLRQV�WKDW�VXJJHVW�DOWHUQDWH�UHDGLQJV�WKDW�
PLJKW�FRPSOLFDWH�WKLV�XQGHUVWDQGLQJ��6HH�(OOLQVRQ����±���DQG�*ROGEHUJ�DQG�9LOOD�������Q�����6LPLODUO\��\��.HW������
���G��RIIHUV�D�GLIIHUHQW��LI�UHODWHG��GLVWLQFWLRQ�EHWZHHQ�ZLYHV�DQG�FRQFXELQHV��VHH�(OOLQVRQ����±����+RZHYHU��LW�LV�WKH�
%DE\ORQLDQ�WUDGLWLRQ��DQG�PRUH�SDUWLFXODUO\�WKLV�YHUVLRQ�RI�WKH�SULQWHG�WH[W��RU�VLPLODU�XQGHUVWDQGLQJV�RI�WKH�
PDQXVFULSW�YDULDQWV��WKDW�LV�PRVW�FRPPRQO\�FLWHG�LQ�ODWHU�ZULWLQJV�RQ�WKLV�WRSLF��DQG�ZKLFK�W\SLFDOO\�XQGHUOLHV�
VXEVHTXHQW�KDODNKLF�GLVFRXUVH�
����7KRXJK�LW�PD\�EH�QRWHZRUWK\�WKDW�WKH�SUHYLRXVO\�FLWHG�SDVVDJH�IURP�E��6DQ����D�DSSHDUV�LQ�WKH�ODUJHU�FRQWH[W�RI�

FRPPHQWDU\�WR�P��6DQ�������ZKLFK�LQ�WXUQ�DGGUHVVHV�WKH�ELEOLFDO�FRPPDQGPHQW�RI�'HXW��������WKDW�DQ�,VUDHOLWH�NLQJ�
PD\�QRW�WDNH�DQ�H[FHVVLYH�QXPEHU�RI�ZLYHV�
����´ʬʠʸʹʩ�ʺʥʰʡʮ�ʤʹʣʷ�ʤʩʤʺ�ʠʬ�´�(W]�+D\LP�WUDQVODWHV��³1R�,VUDHOLWH�ZRPDQ�VKDOO�EH�D�FXOW�SURVWLWXWH���´�

0DLPRQLGHV¶�XQGHUVWDQGLQJ�LV�VRPHWKLQJ�OLNH�³ZKRUH�´�QRW�RQO\�LQ�WKH�VHQVH�RI�D�VH[�ZRUNHU�IRU�SD\��EXW�DOVR�RI�D�
ZRPDQ�ZKR�GRHV�QRW�OLPLW�KHUVHOI�WR�DQ�H[FOXVLYH�VH[XDO�SDUWQHU��1RWH�WKDW�KLV�UHDGLQJ�HOLGHV�WKH�VHFRQG�KDOI�RI�WKH�
YHUVH��ʬʠʸʹʩ�ʩʰʡʮ�ʹʣʷ�ʤʩʤʩ�ʠʬʥ�QRU�VKDOO�DQ\�,VUDHOLWH�PDQ�EH�FXOW�SURVWLWXWH��6HH�DOVR�KLV�VRPHZKDW�GLIIHUHQW�
LQWHUSUHWDWLRQ�LQ�+LONKRW�1D¶DUDK�%HWXODK������
����%XW�QRWH�DOVR�KLV�XVH�RI�WKH�ZRUG�³DFTXLUH�´�1DFKPDQLGHV��LQ�KLV�UHVSRQVXP�RQ�WKLV�WRSLF��VHH�EHORZ���H[SOLFLWO\�

VWDWHV��LQ�FRQWUDVW��WKDW�WKH�FRQFXELQH�LV�QRW�DFTXLUHG��ʥʬ�ʤʩʥʰʷ��E\�WKH�PDQ�
����%XW�VHH�DOVR�(OOLQVRQ����±���DQG�*ROGEHUJ�DQG�9LOOD������
����6HH�6FKLQGOHU����±��



1DFKPDQLGHV��ERWK�LQ�GLUHFW�UHVSRQVH�WR�0DLPRQLGHV��VHH�KLV�FRPPHQWDU\�WR�6HIHU�KD0LW]YRW��
�����DQG�LQ�D�UHVSRQVXP�ZULWWHQ�WR�KLV�FROOHDJXH��DQG�FRXVLQ��5DEEL�<RQD�*HURQGL����FKDOOHQJHV�
0DLPRQLGHV¶�DSSURDFK��+H�DUJXHV�WKDW�VR�ORQJ�DV�WKH�UHODWLRQVKLS�LV�RQH�LQ�ZKLFK�WKH�ZRPDQ�LV�VH[XDOO\�
H[FOXVLYH�WR�WKH�PDQ��VXFK�WKDW�WKHUH�ZLOO�EH�QR�GRXEWV�UHJDUGLQJ�WKH�SDWHUQLW\�RI�KHU�FKLOGUHQ��WKH�
UHODWLRQVKLS�LV�HQWLUHO\�SHUPLVVLEOH�WR�DQ\�-HZLVK�FRXSOH��LQ�SUDFWLFH�DV�ZHOO�DV�LQ�WKHRU\����+RZHYHU��WKH�
UHVSRQVXP�LQFOXGHV�DQ�DGGLWLRQDO�OLQH�WKDW�OHQGV�LWVHOI�LQ�DQRWKHU�GLUHFWLRQ�

��ʯʺʥʣʰʡ�ʯʤʩʬʲ�ʥʠʥʡʩʥ�ʥʶʸʴʩʥ�ʥʰʦʩ��ʸʺʩʤʤ�ʥʲʣʩ�ʭʠʹ��ʹʢʬʩʴʤ�ʯʮ�ʭʸʩʤʦʺ�ʪʮʥʷʮʡ��ʪʩʩʧʩ�
ʤ��ʥʰʩʡʸ�ʤʺʠʥ
%XW�QRZ��5DEEHQX��PD\�WKH�/RUG�JLYH�\RX�OLIH��LQ�\RXU�ORFDOH�ZDUQ�WKHP��DZD\��IURP�WKH�
FRQFXELQH��IRU�LI�WKH\�NQHZ�RI�WKH�SHUPLVVLRQ��WKH\�ZRXOG�IRUQLFDWH�DQG�EH�OLFHQWLRXV�DQG�KDYH�
VH[XDO�UHODWLRQV�ZLWK�WKHP�GXULQJ�WKHLU�PHQVWUXDWLRQ�

(OOLQVRQ�KDV�DUJXHG�FRQYLQFLQJO\�WKDW�WKLV�VWDWHPHQW�LV�QRW�RULJLQDO�WR�1DFKPDQLGHV����1RQHWKHOHVV��LWV�
SUHVHQFH�LQ�WKH�UHVSRQVXP�DQG�DWWULEXWLRQ�WR�1DFKPDQLGHV�DOORZV�IRU�D�VSHFWUXP�RI�LQWHUPHGLDU\�
SRVLWLRQV�EHWZHHQ�DOPRVW�WRWDO�SURKLELWLRQ�RU�IXOO�SHUPLVVLELOLW\��,Q�WKHVH�YLHZV��FRQFXELQDJH�LV�
FRQVLGHUHG�WR�EH�SHUPLVVLEOH�LQ�WKHRU\�EXW�LV�WR�EH�GLVFRXUDJHG�LQ�SUDFWLFH�IRU�VXFK�UHDVRQV�DV�WKH�VRFLDO�
VWLJPD�WR�WKH�ZRPDQ�DQG�RU�KHU�IDPLO\��WKH�GHJUDGLQJ�HIIHFW�RQ�VH[XDO�VWDQGDUGV�LQ�WKH�FRPPXQLW\��RU�
HYHQ�WKDW�D�ZRPDQ�LQ�VXFK�D�UHODWLRQVKLS�LV�HPEDUUDVVHG�WR�JR�WR�WKH�PLNYDK�DV�UHTXLUHG���

5HJDUGOHVV�RI�RQH¶V�VWDQFH�RQ�WKH�SHUPLVVLELOLW\�RI�SLODJVKXW��KRZHYHU��RQH�RI�WKH�LQWULJXLQJ�
HIIHFWV�RI�KDYLQJ�WKLV�FRQFHSW�LQ�WKH�OHJDO�UHFRUG�LV�WKDW�LW�EHFRPHV�DQ�DOWHUQDWH�PHDQV�IRU�³FODVVLI\LQJ´�D�
YDULHW\�RI�H[WHQGHG�VH[XDO�UHODWLRQVKLSV�WKDW�D�-HZLVK�PDQ�DQG�-HZLVK�ZRPDQ�PLJKW�HQWHU�LQWR�±�LI�QR�
NLGGXVKLQ�ZDV�IRUPDOO\�HQDFWHG��WKHQ�WKH�UHODWLRQVKLS�LV�QRW�NLGGXVKLQ��VXFK�WKDW�D�JHW�ZRXOG�EH�QHHGHG�WR�
VHYHU�WKHP���EXW�LI�H[FOXVLYH��WKHQ�QHLWKHU�LV�LW�RXWULJKW�OLFHQWLRXVQHVV��$V�$GOHU�ZULWHV��³,QWR�WKLV�
FDWHJRU\��HDUOLHU�KDODNKLVWV�WRVVHG�D�ZLOGO\�DKLVWRULFDO�PXGGOH�RI�UHODWLRQVKLSV���)RU�WKH�WUDGLWLRQDOLVW��
KRZHYHU��ZKDW�DOO�WKHVH�ORQJ�WHUP�UHODWLRQVKLSV�KDYH�LQ�FRPPRQ�LV�WKHLU�FODLP�WR�EH�RWKHU�WKDQ�
NLGGXVKLQ�´���2QH�FDQ�VHH�WKLV��IRU�H[DPSOH��LQ�6�$��(�+��������DV�WKH�5HPD�LQWHUSUHWV�D�UXOLQJ�IURP�.DUR�
�ZKLFK�LV��LQ�WXUQ��EDVHG�RQ�D�VKRUW�WHVKXYDK�RI�WKH�5RVK���������

�ʤʰʩʠ��ʤʰʩʡʬ�ʥʰʩʡ�ʺʥʹʩʠ�ʭʹʬ�ʤʩʬʲ�ʠʡ�ʥʬʩʴʠʥ���ʩʥʠʸʫ�ʤʹʣʷʺʰʹ�ʯʩʹʥʣʷ�ʩʣʩ�ʬʲ�ʠʬʠ�ʹʩʠ�ʺʹʠ�ʺʡʹʧʰ�ʤʹʠʤ�ʯʩʠ
�ʠʡʥ��ʬʥʡʨʬʮ�ʠʩʤ�ʤʹʥʡ�ʩʠʣʥʡʣ��ʤʢʤ��ʥʺʩʡʮ�ʤʠʩʶʥʤʬ�ʥʺʥʠ�ʯʩʴʥʫ�ʠʡʸʣʠ�ʠʬʠ��ʥʬ�ʤʣʧʩʩ�ʭʠ�ʥʬʩʴʠʥ��ʥʺʹʠʫ�ʺʡʹʧʰ
��ʸʥʱʠʹ�ʠ�ʩʥ���ʤʸʥʺʡ�ʤʸʥʮʠʤ�ʹʢʬʴ�ʠʥʤʥ�ʸʺʥʮʹ�ʭʩʸʮʥʠ�ʹʩ��ʥʩʬʠ�ʺʬʡʥʨʥ�ʤʹʠ�ʥʩʬʠ�ʣʧʩʩʮ�ʭʠ�ʬʡʠ���ʤʺʣʰʡ�ʤʩʬʲ

����ʤʦ�ʬʲ�ʯʩʷʥʬʥ
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����$QG�VHH�DOVR�WKH�5D¶DYDG¶V�FRPPHQWDU\�WR�0�7��+LONKRW�,VKXW�����
����7KH�UHVSRQVXP�FDQ�EH�IRXQG�LQ�WKH�FROOHFWHG�UHVSRQVD�RI�WKH�5DVKED��ZKLFK�LQFOXGHV�D�VHFWLRQ�RI�UHVSRQVD�

DWWULEXWHG�WR�1DFKPDQLGHV��WKH�UHVSRQVXP�LQ�TXHVWLRQ�LV�VLPDQ�����
����1DFKPDQLGHV�GRHV�FODLP�DW�RQH�SRLQW�WKDW�WKH�0DLPRQLGHV�WRR�GRHV�QRW�IRUELG�D�SLOHJHVK�WR�DQ�RUGLQDU\�

,VUDHOLWH��LQ�GLUHFW�FRQWUDGLFWLRQ�WR�WKH�WH[W�DV�NQRZQ�WR�XV�ERWK�IURP�PDQXVFULSWV�DQG�FLWDWLRQV��ODWHU�VRXUFHV�DVVXPH�
WKDW�WKH�FULWLFDO�SKUDVH�PXVW�KDYH�EHHQ�PLVVLQJ�IURP�WKH�WH[W�WKDW�ZDV�EHIRUH�1DFKPDQLGHV��6HH�(OOLQVRQ������DQG�
*ROGEHUJ�DQG�9LOOD�������+RZHYHU��1DFKPDQLGHV¶�UHVSRQVXP�GRHV�QRW�UHVW�VROHO\�RQ�WKLV�SRLQW�
����+LV�UHDVRQV�LQFOXGH�LWV�DZNZDUG�SODFHPHQW�LQ�WKH�UHVSRQVXP�DQG�LWV�VW\OH��QRW�WR�PHQWLRQ�LWV�VHHPLQJ�

LQFRPSDWLELOLW\�ZLWK�WKH�UHVW�RI�1DFKPDQLGHV¶�DUJXPHQW�DQG�VWDQFH�DV�DUWLFXODWHG�KHUH�DQG�LQ�RWKHU�ZULWLQJV��
(OOLQVRQ����±���
����6HH�(OOLQVRQ����±���IRU�PHGLHYDO�H[DPSOHV�RI�WKLV�VWDQFH��DQG����IRU�D���WK�FHQWXU\�H[DPSOH��5DEEL�6KORPR�

/XULD���VLPLODUO\�*ROGEHUJ�DQG�9LOOD�������OLVW�WKLV�DV�RQH�RI�ILYH�SRVVLEOH�VWDQFHV�WRZDUGV�SLODJVKXW��WKUHH�
SURKLELWRU\�VWDQFHV�EDVHG�RQ�GLIIHUHQW�JURXQGV�IRU�D�SURKLELWLRQ��WKLV�LQWHUPHGLDU\�SRVLWLRQ��DQG�D�SHUPLVVLYH�VWDQFH���
DGGLWLRQDO�WD[RQRPLHV�RI�SRVLWLRQV�DUH�VXJJHVWHG�LQ�%UR\GH��³-HZLVK�/DZ�DQG�WKH�$EDQGRQPHQW�RI�0DUULDJH�´���±
�����DQG�6KPX¶HO�$ULHO��³
ʺʥʸʩʡʧ
�ʤʰʩʠ�ʺʥʹʢʬʴ�´�$NGDPRW��������������±���
����$GOHU��(QJHQGHULQJ�-XGDLVP������



>.DUR@�$�ZRPDQ�LV�QRW�FRQVLGHUHG�WKH�ZLIH�RI�D�PDQ�>L�H���D�OHJDOO\�PDUULHG�ZRPDQ@�H[FHSW�E\�
NLGGXVKLQ��WKDW�VKH�ZDV�EHWURWKHG�SURSHUO\���$QG�HYHQ�LI�KH�KDG�VH[XDO�UHODWLRQV�ZLWK�KHU�IRU�WKH�
VDNH�RI�PDUULDJH�>RQO\@�EHWZHHQ�KLP�DQG�KHU�>L�H���ZLWK�QR�OHJDO�ZLWQHVVHV@��VKH�LV�QRW�FRQVLGHUHG�
DV�KLV�ZLIH��DQG�HYHQ�LI�VKH�LV�VHFOXGHG�ZLWK�KLP�±�EXW�UDWKHU��RQ�WKH�FRQWUDU\��ZH�FRPSHO�KLP�WR�
H[SHO�KHU�IURP�KLV�KRPH�
>5HPD@�&RPPHQW��VLQFH�FHUWDLQO\�VKH�LV�DVKDPHG�WR�LPPHUVH�>LQ�WKH�PLNYDK��DIWHU�PHQVWUXDWLRQ@��
DQG�KH�KDV�VH[XDO�UHODWLRQV�ZLWK�KHU�DV�D�PHQVWUXDQW���%XW�LI�KH�GHVLJQDWHV�KLPVHOI�D�ZRPDQ��DQG�
VKH�LPPHUVHV�IRU�KLP��WKHUH�DUH�WKRVH�ZKR�VD\�WKDW�LW�LV�SHUPLWWHG�DQG�WKLV�LV�WKH�SLOHJHVK�VSRNHQ�
RI�LQ�WKH�7RUDK��$QG�WKHUH�DUH�WKRVH�ZKR�VD\�LW�LV�IRUELGGHQ�DQG�ZH�JLYH�ODVKHV�IRU�WKLV����
�HPSKDVLV�DGGHG�

,VVHUOHV�VHHPV�WR�DOORZV�IRU�WKH�SRVVLELOLW\�RI�D�VH[XDO�UHODWLRQVKLS��XQGHU�WKH�UXEULF�RI�SLODJVKXW��WKDW�LV�
HQWHUHG�LQWR�ZLWKRXW�WKH�ULWHV�RI�NLGGXVKLQ�EXW�RQ�WKH�XQGHUVWDQGLQJ�WKDW�WKH�ZRPDQ�LV�VH[XDOO\�H[FOXVLYH�
WR�WKH�PDQ����$V�(OOLQVRQ�FRPPHQWV��³$Q\�HVWDEOLVKHG�UHODWLRQVKLS�ZLWKRXW�NLGGXVKLQ�LV�FRQVLGHUHG�WR�EH�
SLODJVKXW���´���7KLV��LQ�WXUQ��H[WHQGV�WR�KRZ�D�YDULHW\�RI�PRGHUQ�IRUPV�RI�UHODWLRQVKLSV�DUH�WR�EH�
KDODNKLFDOO\�XQGHUVWRRG��³$�IL[HG�DQG�IDLWKIXO�FRQQHFWLRQ�±�LWV�OHJDO�VWDWXV�LV�DV�D�FRQQHFWLRQ�RI�
FRQFXELQDJH����6R�ORQJ�DV�WKHUH�LV�QR�SODFH�IRU�NLGGXVKLQ�WR�WDNH�HIIHFW�EHWZHHQ�WKH�PHPEHUV�RI�WKH�
FRXSOH��WKHQ�WKH�GHILQLWLRQ�RI�WKH�FRQQHFWLRQ�LV�OLNH�WKDW�RI�SLODJVKXW�UHJDUGLQJ�DOO�LWV�KDODNKLF�OHJDO�
FRQVHTXHQFHV�´��

7R�EH�DEVROXWHO\�FOHDU��QRWKLQJ�LQ�WKLV�GLVFXVVLRQ�VKRXOG�EH�FRQVWUXHG�DV�DQ�DUJXPHQW�LQ�IDYRU�RI�
UHYLYLQJ�RU�UHYLVLQJ�SLODJVKXW�LQ�LWV�FODVVLFDO�IRUP��LQ�WKH�DEVHQFH�RI�DQ\�RWKHU�FHUHPRQLDO�HOHPHQW��DV�D�
PHDQV�RI�FLUFXPYHQWLQJ�NLGGXVKLQ�DQG�LWV�DWWHQGDQW�LQHTXLWLHV�DQG�PDWHULDO�GDQJHUV����7KDW�SLODJVKXW�LV�
QRW�D�JRRG�RSWLRQ�IRU�ZRPHQ�PD\�EH�RQH�RI�WKH�IHZ�WKLQJV�XSRQ�ZKLFK�WUDGLWLRQDOLVWV�DQG�IHPLQLVWV�DJUHH��
WKRXJK�IRU�GLIIHUHQW�UHDVRQV��7UDGLWLRQDOLVW�VRXUFHV�FRPPRQO\�LQYRNH�WKH�ORZHU�VRFLDO�VWDWXV�RI�WKH�
FRQFXELQH��ERWK�KLVWRULFDOO\�DQG�LQ�WKH�JHQHUDO�RXWORRN�RI�WKH�OHJDO�VRXUFHV��DV�FRPSDUHG�WR�WKH�³SURSHU�´�
IXOO\�PDUULHG�ZLIH��DQG�RU�VWUHVV�WKDW�WKH�FRQFXELQH�ODFNV�VXFK�³SURWHFWLRQV´�RI�PDUULDJH�VXFK�DV�WKH�
SURYLVLRQV�RI�WKH�NHWXEDK�DQG�WKH�KXVEDQG¶V�REOLJDWLRQ�WR�PDLQWDLQ�KHU�ILQDQFLDOO\��)HPLQLVWV�QRWH�WKDW�WKH�
FRQFHSW�KDV�DQGURFHQWULF�DVVXPSWLRQV�EXLOW�LQWR�LWV�YHU\�YRFDEXODU\��WKH�ZRPDQ¶V�UROH�DQG�VWDWXV�LV�
PDUNHG�E\�WKH�WHUP�SLOHJHVK��ZKLOH�WKH�PDQ¶V�VWDWXV�LV�QRW�DIIHFWHG�QRU�OLQJXLVWLFDOO\�PDUNHG��0RUHRYHU��
DV�ZLWK�NLGGXVKLQ��WKH�FRQFXELQH�LV�H[SHFWHG�WR�PDLQWDLQ�VH[XDO�H[FOXVLYLW\�WR�WKH�PDQ��ZLWK�QR�
FRUUHVSRQGLQJ�REOLJDWLRQ�RQ�KLV�SDUW��1R�PXWXDO��RU�HYHQ�XQLODWHUDO��REOLJDWLRQV�RI�ILQDQFLDO�RU�RWKHU�
PDWHULDO�VXSSRUW�RI�WKH�SDUWLHV�RQH�IRU�WKH�RWKHU�DUH�LQKHUHQW�LQ�WKH�SLODJVKXW�UHODWLRQVKLS��WKRXJK�WKH\�
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����%XW�QRWH�DOVR�WKH�DPELYDOHQFH�H[SUHVVHG�E\�WKH�5HPD��FLWLQJ�YDULRXV�YLHZV�ZLWKRXW�GHFLGLQJ�KLPVHOI�EHWZHHQ�
WKHP��DV�WR�ZKHWKHU�WKLV�FHUWDLQO\�WKH�FDVH�DQG��KHQFH��ZKHWKHU�VXFK�DUUDQJHPHQWV�DUH�LQ�IDFW�SHUPLWWHG�
����(OOLQVRQ�����
����(OOLQVRQ������:LWKLQ�WKLV�FDWHJRU\�(OOLQVRQ�ZRXOG�LQFOXGH�QRW�RQO\�WKRVH�FODVVLILHG�UHJLVWHUHG�DV�ʸʥʡʩʶʡ�ʤʲʥʣʩ��EXW�

DOVR�SDUWQHUV�WR�D�FLYLO�PDUULDJH��:KLOH�LW�LV�QRW�WKH�SXUSRVH�RI�WKLV�WHVKXYDK�WR�GLUHFWO\�FKDOOHQJH�.OHLQ¶V�WHVKXYDK�
ZKLFK�FXUUHQWO\�JXLGHV�&RQVHUYDWLYH�0DVRUWL�SUDFWLFH�RQ�WKH�VWDWXV�RI�FLYLO�PDUULDJH��VHH�6HFWLRQ�,,�DERYH���LW�GRHV�
VHHP�WR�PH�WKDW�WKH�TXHVWLRQV��FRQVLGHUDWLRQV��DQG�VRXUFHV�SUHVHQWHG�KHUH��QRW�WR�PHQWLRQ�VLJQLILFDQW�VRFLDO�FKDQJHV�
WKDW�KDYH�WDNHQ�SODFH�EHWZHHQ�WKH�����¶V�DQG�WKH�FXUUHQW�PRPHQW��DOO�VXJJHVW�WKDW�ZH�PLJKW�GR�ZHOO�WR�DW�OHDVW�UHRSHQ�
DQG�UHFRQVLGHU�RXU�VWDQFH�
����%XW�QRWH�WKH�UHFHQW�SURSRVDO�RI�=YL�=RKDU�WR�MXVW�WKDW�HQG��³+DODNKLF�3RVLWLRQV�3HUPLWWLQJ�3UH�0DULWDO�6H[XDO�

,QWLPDF\�´�$NGDPRW�������������SS���������+HEUHZ���DQG�VHH�WKH�VHYHUDO�UHVSRQVHV��DQG�=RKDU¶V�UHVSRQVH�WR�WKHP��LQ�
WKH�VDPH�LVVXH��



PD\�EH�QHJRWLDWHG�DQG�GRFXPHQWHG�LI�WKH�FRXSOH�VR�GHVLUHV���$V�$GOHU�SRLQWHGO\�DVNV��³ZRXOG�\RX�UDWKHU�
EH�D�SHUPDQHQW�SRVVHVVLRQ�RU�D�ORQJ�WHUP�OHDVH"´��

<HW�DV�$GOHU�DOVR�SRLQWV�RXW��SLODJVKXW�GRHV�RSHQ�D�VSDFH�IRU�D�GLIIHUHQW�VRUW�RI�SRVVLELOLW\�ZKHQ�
UHWKLQNLQJ�KDODNKDK�LQ�WKLV�DUHD��WKDW�LV��SLODJVKXW�PLJKW�VHUYH�³DV�D�SODFHKROGHU�IRU�UHODWLRQVKLSV�
GLIIHUHQWLDWHG�IURP�NLGGXVKLQ�´����:KDW�SLODJVKXW�DQG�$GOHU¶V�FRQVLGHUDWLRQ�RI�LW�GRHV�DOORZ�IRU��
WKHUHIRUH��LV�D�VWDQFH�WKDW�ZLOO�GHILQH�UHODWLRQVKLSV�HVWDEOLVKHG�WKURXJK�SRWHQWLDO�QHZ�FHUHPRQLHV�WKDW�
DYRLG�WKH�WUDSSLQJV�RI�NLGGXVKLQ�DV�LQGHHG�QRW�FRQVWLWXWLQJ�NLGGXVKLQ��EXW�DOVR�DV�RSHQ�WR�EHLQJ�
FDWHJRUL]HG�DV�VRPHWKLQJ�RWKHU�WKDQ�WKH�VRUW�RI�HQWLUHO\�H[WUD�PDULWDO�OLFHQWLRXVQHVV�WKDW�ZRXOG�KDYH�WR�EH�
GLVFRXUDJHG�����7KH�RSWLRQV�,�ZLOO�GHVFULEH�DQG�HQGRUVH�MXVW�EHORZ�DUH�QRW�WR�EH�XQGHUVWRRG�DV�SLODJVKXW��
1RQHWKHOHVV��DW�WKH�KHDUW�RI�WKH�DUJXPHQW�KHUH�LV�P\�DVVXPSWLRQ��DQG�WKH�DVVXPSWLRQ�RI�WKRVH�ZKRVH�
ZULWLQJV�DQG�FHUHPRQLHV�,�ZLOO�QRZ�H[DPLQH��WKDW�WKHUH�LV�D�SODFH�IRU�D�WKLUG�FDWHJRU\�EHVLGHV�NLGGXVKLQ�
DQG�]¶QXW��FHUHPRQLHV�WKDW�DUH�GHOLEHUDWHO\�-HZLVK�DQG�KDODNKLF�LQ�FRQFHSWXDOL]DWLRQ��ODQJXDJH��DQG�HYHQ�
OHJDO�JURXQGLQJ��ELQGLQJ�RQ�WKH�SDUWLFLSDQWV�DQG�WKHUHE\�JLYLQJ�WKHLU��VH[XDO��UHODWLRQVKLS�OHJLWLPDF\�±�
EXW�EDVHG�RQ�VRPHWKLQJ�RWKHU�WKDQ�DFTXLVLWLRQ�DQG�XQLODWHUDO�GHFODUDWLRQV��L�H��NLGGXVKLQ��$V�5DEEL�'DYLG�
*UHHQVWHLQ�ZULWHV��WR�D�VLPLODU�HQG��³%XW�WR�PDNH�DQ�HTXDWLRQ�EHWZHHQ�WKH�FODVVLFDOO\�GHILQHG�FRQFHSW�RI�
FRQFXELQDJH�DQG�WKLV�QHZ�DOWHUQDWLYH�WR�TLGGXVKLQ�LV�WR�IDLO�WR�UHFRJQL]H�WKH�HVVHQWLDO�GLIIHUHQFH�EHWZHHQ�
WKH�QHZ�WKHRU\�RI�PDUULDJH�HVSRXVHG�E\�WKDW�DOWHUQDWLYH�DQG�WKH�WUDGLWLRQDO�WKHRU\�RI�PDUULDJH�XQGHU�
ZKLFK�FRQFXELQDJH�ZDV�VXEVXPHG�´���

)LQDOO\��EHIRUH�FRQFOXGLQJ�WKLV�VHFWLRQ��,�ZRXOG�OLNH�WR�DGG�D�IHZ�ZRUGV�DERXW�WKH�YHU\�UHDO�
FRQIOLFW�EHWZHHQ�FODVVLFDO�KDODNKLF�FDWHJRULHV�UHJDUGLQJ�PDUULDJH�DQG�SURPLVFXLW\�DQG�FRPPRQ�PRGHUQ�
GD\�SUDFWLFH��LQ�ZKLFK�FRXSOHV�RIWHQ�HQJDJH�LQ�VH[XDO�DFWLYLW\�DQG�FRKDELWDWLRQ�SULRU�WR�PDUULDJH��0RUH�
SDUWLFXODUO\��D�&RQVHUYDWLYH�0DVRUWL�DWWHPSW�WR�VWUXJJOH�ZLWK�DQG�DGGUHVV�WKLV�FRQIOLFW�FDQ�EH�VHHQ�LQ�WKH�
�����SXEOLFDWLRQ�³µ7KLV�LV�0\�%HORYHG��7KLV�LV�0\�)ULHQG¶��$�5DEELQLF�/HWWHU�RQ�,QWLPDWH�5HODWLRQV�´�
ZULWWHQ�E\�5DEEL�(OOLRW�'RUII�RQ�EHKDOI�RI�WKH�&RPPLVVLRQ�RQ�+XPDQ�6H[XDOLW\�FRQYHQHG�E\�WKH�
5DEELQLFDO�$VVHPEO\��7KH�/HWWHU�VWDWHV�FOHDUO\�WKDW�³-XGDLVP�SRVLWV�PDUULDJH�DV�WKH�DSSURSULDWH�FRQWH[W�
IRU�VH[XDO�LQWHUFRXUVH�´�,W�UHMHFWV��DV�D�PDWWHU�RI�FRXUVH��DQ\�DQG�DOO�VH[XDO�DFWV�WKDW�DUH�³DGXOWHURXV��
LQFHVWXRXV��RU�LQYROXQWDU\�´�EXW�DOVR�FRQGHPQV�³FDVXDO�DQG�SURPLVFXRXV�VH[XDO�HQFRXQWHUV�´�<HW�ZKDW�
IROORZV�LV�WKHQ�DQ�H[WHQGHG�GLVFXVVLRQ�RI�QRQ�PDULWDO�UHODWLRQV�WKDW�DUH�³QRW�DGXOWHURXV��LQFHVWXRXV��
IRUFHG��RU�SURPLVFXRXV�>HPSKDVLV�DGGHG@�´�EXW�UDWKHU�³EHWZHHQ�WZR�XQPDUULHG�DGXOWV�ZKLFK�WDNH�SODFH�LQ�
WKH�FRQWH[W�RI�DQ�RQ�JRLQJ��ORYLQJ�UHODWLRQVKLS�´����7KH�/HWWHU�WKHQ�SURFHHG�WR�GHOLQHDWH�D�VHULHV�RI�
FRQGLWLRQV�WKDW�VKRXOG�EH�PHW�DQG�QRUPV�WKDW�VKRXOG�EH�DELGHG�E\�HYHQ�LQ�VXFK�UHODWLRQVKLSV�RXWVLGH�RI�
PDUULDJH��7KLV�UHVXOWV�LQ�WKH�FRQFOXVLRQ�WKDW�XQGHU�VXFK�FLUFXPVWDQFHV��³FRPPLWWHG��ORYLQJ�UHODWLRQVKLSV�
EHWZHHQ�PDWXUH�SHRSOH�ZKR�VWULYH�WR�FRQGXFW�WKHLU�VH[XDO�OLYHV�DFFRUGLQJ�WR�WKH�FRQFHSWV�DQG�YDOXHV�
GHVFULEHG�DERYH�FDQ�HPERG\�D�PHDVXUH�RI�PRUDOLW\��DOWKRXJK�QRW�WKH�IXOO�SRUWLRQ�DYDLODEOH�LQ�PDUULDJH´�
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����$GOHU��(QJHQGHULQJ�-XGDLVP�������6HH�DOVR�*UHHQVWHLQ������)RU�D�SDUWLFXODUO\�VFDWKLQJ�UHMHFWLRQ�RI�SLODJVKXW�DV�
D�UHGHHPDEOH�PRGHO�IURP�D�IHPLQLVW�SHUVSHFWLYH��VHH�%RQQD�'HYRUD�+DEHUPDQ��³'LYRUFLQJ�%D¶DO��7KH�6H[�RI�
2ZQHUVKLS�LQ�-HZLVK�0DUULDJH�´�LQ�7KH�3DVVLRQDWH�7RUDK��6H[�DQG�-XGDLVP��HG��'DQ\D�5XWWHQEHUJ��1HZ�<RUN�DQG�
/RQGRQ��1HZ�<RUN�8QLYHUVLW\�3UHVV������������
�����$GOHU��(QJHQGHULQJ�-XGDLVP������
�����,Q�WKLV�YHLQ��VHH�DOVR�)HOGEOXP��DQG�KLV�GHVFULSWLRQ�RI�WKH�FDWHJRU\�RI�³ʯʩʹʥʣʩʷ�ʪʸʣ�´�D�PDUULDJH�HQDFWHG�³LQ�WKH�

PDQQHU�RI�NLGGXVKLQ�´�EXW�ZKLFK��KH�DUJXHV��LV�QRW�7RUDLWLF�RU�UDEELQLF�NLGGXVKLQ��DQG�KHQFH�QR�JHW�LV�UHTXLUHG�IRU�
GLVVROYLQJ�WKH�UHODWLRQVKLS���QRU�SLODJVKXW��DQG�\HW�DOVR�QRW�]¶QXW��6HH�DOVR�5XWWHQEHUJ¶V�GLVFXVVLRQ��
KWWSV���DOWHUQDWLYHVWRNLGGXVKLQ�ZRUGSUHVV�FRP������������GHUHFK�NLGGXVKLQ��
�����*UHHQVWHLQ������$V�KH�FRQWLQXHV��³&RQFXELQDJH�ZDV��LQGHHG��D�ZD\�IRU�FRXSOHV�WR�HVWDEOLVK�D�UHODWLRQVKLS�

ZLWKRXW�UHVRUW�WR�TLGGXVKLQ��%XW�LW�ZDV�VWLOO��LQ�HVVHQFH��DQ�DFTXLHVFHQFH�WR�WKDW�WKHRU\�RI�PDUULDJH�LQ�WKDW�LW�ZDV�D�
QRQ�HJDOLWDULDQ�UHODWLRQVKLS���,W�LV�WKLV�EDVLF�DFNQRZOHGJHPHQW�RI�WKH�YDOLGLW\�RI�WKH�WUDGLWLRQDO�WKHRU\�RI�PDUULDJH�WKDW�
DOORZV�WKH�RSSRQHQWV�RI�FRQFXELQDJH�WR�DYHU�WKDW�FRQFXELQDJH�VKRXOG�EH�SURKLELWHG�´
�����$OO�FLWDWLRQV�WR�WKLV�SRLQW�DUH�IURP�S�����RI�WKH�/HWWHU�



�S�������7KH�GLVFRPIRUW�ZLWK�GHHPLQJ�VXFK�UHODWLRQVKLSV�³SURPLVFXRXV´�VROHO\�E\�YLUWXH�RI�WDNLQJ�SODFH�
RXWVLGH�RI�PDUULDJH�LV�QRWHZRUWK\��DQG�VSHDNV�WR�D�UHFRJQLWLRQ�WKDW�WKLV�LV�QR�ORQJHU�KRZ�PRVW�-HZV��HYHQ�
WKRVH�LQYROYHG�LQ�-HZLVK�OLIH�DQG�SUDFWLFH��WKLQN�RI�VH[XDO�UHODWLRQVKLSV�LQ�RXU�HYHU\GD\�PRGHUQ�H[LVWHQFH��
,I�WKLV�LV�WKH�FDVH�IRU�UHODWLRQVKLSV�WKDW�WDNH�SODFH�LQ�WKH�DEVHQFH�RI�DQ\�FHUHPRQ\�RU�IRUPDO�FRPPLWPHQW��
KRZ�PXFK�PRUH�VR�PXVW�ZH�HYDOXDWH�DV�YDOLG�UHODWLRQVKLSV�LQ�ZKLFK�WKH�FRXSOH�GR�FRPPLW�SXEOLFO\�WR�
HDFK�RWKHU�DQG�GHFODUH�EHIRUH�WKH�-HZLVK�FRPPXQLW\�WKHLU�LQWHQW�WR�PDNH�D�-HZLVK�KRPH�WRJHWKHU��7KH�
QRUPV�ODLG�RXW�LQ�WKH�/HWWHU�FHUWDLQO\�VKRXOG�DSSO\��DQG�LQGHHG�VKRXOG�QRW�EH�REMHFWLRQDEOH�WR��WKRVH�ZKR�
FKRRVH�WR�PDUU\�E\�WKH�FHUHPRQLHV�HQGRUVHG�KHUH�UDWKHU�WKDQ�E\�NLGGXVKLQ��,Q�WKDW�FDVH��ZH�FDQQRW�GHHP�
WKHLU�UHODWLRQVKLSV�WR�EH�SURPLVFXRXV��DQG�RXJKW�UDWKHU�WR�UHFRJQL]H�WKHLU�IXQGDPHQWDO�³PHDVXUH�RI�
PRUDOLW\´�DQG�FRKHUHQFH�ZLWK�WKH�-HZLVK�YDOXHV�HPEUDFHG�E\�RXU�0RYHPHQW�

,9��2SWLRQV�IRU�-HZLVK�0DUULDJH�:LWKRXW�.LGGXVKLQ

$W�WKLV�SRLQW��ZH�DUH�ILQDOO\�DEOH�WR�WXUQ�WR�DFWXDO�SURSRVDOV�IRU�-HZLVK�PDUULDJH�E\�PHDQV�RWKHU�
WKDQ�NLGGXVKLQ��,Q�WKLV�VHFWLRQ��,�ZLOO�VXUYH\�WZR�RSWLRQV�WKDW�WR�P\�PLQG�PRVW�VWURQJO\�FRQVLGHU�WKLV�DV�D�
OHJDO�DV�ZHOO�DV�ULWXDO�FRQFHUQ��DQG�ZLOO�WKHUHIRUH�HQGRUVH�WKHVH�RSWLRQV�LQ�SDUWLFXODU�DV�YLDEOH�RSWLRQV�DW�
WKLV�WLPH�IRU�&RQVHUYDWLYH�0DVRUWL�-HZV�����,W�VKRXOG�DOVR�EH�QRWHG�DW�WKH�RXWVHW�WKDW�ZKLOH�P\�SULPDU\�
SXUSRVH�LQ�WKLV�WHVKXYDK�LV�WR�SURYLGH�QHZ�HJDOLWDULDQ�RSWLRQV�IRU�GLIIHULQJ�VH[�FRXSOHV��ERWK�RI�WKHVH�
FHUHPRQLHV�DUH�GHVLJQHG�WR�EH�XVDEOH�E\�DQ\�-HZLVK�FRXSOH�UHJDUGOHVV�RI�WKH�JHQGHU�LGHQWLWLHV�RI�WKH�
SDUWQHUV��0RUHRYHU��WKHVH�UHSUHVHQW�WZR�GLIIHUHQW�DSSURDFKHV��QRW�XQOLNH�WKH�FHUHPRQLHV�GHYLVHG�E\�
5DEELV�'RUII��1HYLQV��DQG�5HLVQHU�IRU�VDPH�VH[�FRXSOHV��RQH�RSWLRQ�LQYRNHV�WKH�ODQJXDJH�DQG�RU�
VWUXFWXUH�RI�NLGGXVKLQ�ZKLOH�GHOLEHUDWHO\�VHHNLQJ�WR�GR�VR�LQ�VXFK�D�ZD\�WKDW�NLGGXVKLQ�LWVHOI�GRHV�QRW�
DFWXDOO\�WDNH�KROG��ZKLOH�WKH�RWKHU�HVFKHZV�WKH�ODQJXDJH�DQG�FRQFHSWXDO�XQGHUSLQQLQJV�RI�NLGGXVKLQ�
DOWRJHWKHU��DQG�LQVWHDG�VHHNV�WR�FUHDWH�D�FHUHPRQ\�DQG�ELQGLQJ�FRPPLWPHQW�EHWZHHQ�SDUWQHUV�RXW�RI�RWKHU�
HOHPHQWV�RI�WKH�KDODNKLF�V\VWHP��,�ZLOO�DGGUHVV�WKH�FRUH�ULWXDO�OHJDO�DFW�DW�WKH�FHQWHU�RI�HDFK��ZLWK�DQ�H\H�
WR�KRZ�VXFK�DFWV�FDQ�FUHDWH�D�OHJDOO\�ELQGLQJ�UHODWLRQVKLS�EHWZHHQ�WKH�PDULWDO�SDUWQHUV��DQG�KRZ��
FRQFRPLWDQWO\��HDFK�ZRXOG�EH�XQGRQH�LQ�D�GLYRUFH�SURFHVV�

D��$�NLGGXVKLQ�OLNH�PRGHO��ʺʥʹʣʷʺʤ�

³7KH�FKDOOHQJH�LV�WKXV�ODLG�EHIRUH�WKRVH�ZKR�DUH�QRW�ZLOOLQJ�WR�EH�DSRORJHWLF�DERXW�WKHLU�DOLHQDWLRQ�IURP�
WUDGLWLRQDO�PDUULDJH�WKHRU\�DQG�FHUHPRQ\�WR�SURFHHG�DVVHUWLYHO\�WRZDUG�D�QHZ�YHUVLRQ�RI�HIIHFWLYH�
TLGGXVKLQ�´���

� ���

� �
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�����)RU�DGGLWLRQDO�PRGHOV�WKDW�,�DP�FXUUHQWO\�DZDUH�RI�EXW�FKRVH�QRW�WR�LQFOXGH�HQGRUVH�KHUH��DQG�WKH�UHDVRQLQJ�
EHKLQG�WKRVH�FKRLFHV���VHH�/DERYLW]��³µ:LWK�5LJKWHRXVQHVV�DQG�ZLWK�-XVWLFH¶´��1RU�GR�,�ZLVK�WR�FODLP�WKDW�,�KDYH�
SUHVHQWHG�DQG�H[KDXVWLYH�OLVW�RI�SRVVLEOH�RSWLRQV��HLWKHU�WKRVH�WKDW�KDYH�DOUHDG\�EHHQ�SURSRVHG�DQG�RU�WULHG��RU�WKRVH�
WKDW�PLJKW�\HW�EH�LPDJLQHG�E\�D�FUHDWLYH�-HZLVK�WKLQNHU�ZKR�LV�ERWK�FRPPLWWHG�WR�HJDOLWDULDQ�UHODWLRQV�EHWZHHQ�PHQ�
DQG�ZRPHQ�DQG�D�NQRZOHGJHDEOH�KDODNKLF�LQQRYDWRU��:KLOH�WKLV�WHVKXYDK�HQGRUVHV�RQO\�WKHVH�WZR�RSWLRQV�DW�WKLV�
WLPH��DGRSWLQJ�LW�ZRXOG�QRW�SUHFOXGH�WKH�SRVVLELOLW\�RI�WKH�&-/6�FRQVLGHULQJ�DQRWKHU�RSWLRQ�DV�\HW�XQNQRZQ�WR�WKLV�
DXWKRU�RU�DV�\HW�XQGHYHORSHG��DW�VXFK�WLPH�DV�LW�FDPH�WR�WKH�&RPPLWWHH¶V�DWWHQWLRQ�
7R�ERUURZ�WKH�ZRUGV�RI�5DEEL�$DURQ�$OH[DQGHU�LQ�KLV�FRQFXUUHQFH�WR�WKH�&-/6�DGRSWLRQ�RI�FHUHPRQLHV�IRU�VDPH�

VH[�PDUULDJH�ULWHV��³,Q�WKH�VSLULW�RI�UHFRJQL]LQJ�WKDW�QR�RQH�FHUHPRQ\�KDV�\HW�WR�HPHUJH��DQG�PD\�QHYHU�GR�VR��ZH�
VXEPLW�WKLV�SDSHU�DV�VLPSO\�RXU�WDNH�RQ�ZKDW�LV�QR�GRXEW�D�PRQXPHQWDO�ZRUN�LQ�SURJUHVV´��
KWWSV���ZZZ�UDEELQLFDODVVHPEO\�RUJ�VLWHV�GHIDXOW�ILOHV�DVVHWV�SXEOLF�KDODNKDK�WHVKXYRW�����������DOH[DQGHU�VDPH�
VH[�FRQFXUUDQFH�SGI����
�����*UHHQVWHLQ�����



5DEEL�'DYLG�*UHHQVWHLQ����DUJXHV�IRU�IRUHJRLQJ�NLGGXVKLQ�LQ�LWV�WUDGLWLRQDO�IRUP��LQ�WKDW�LW�UHOLHV�
RQ�D�³WKHRU\�RI�PDUULDJH´�WKDW�LV�EXLOW�RQ�H[FOXVLYH�VH[XDO�DFFHVV�IRU�WKH�PDQ�WR�WKH�ZRPDQ�WKDW�LV��DV�KDV�
DOUHDG\�EHHQ�UHLWHUDWHG�KHUH�PDQ\�WLPHV��QRQ�UHFLSURFDO�DQG�KHQFH��LQ�FRQMXQFWLRQ��DVVXPHV�
KHWHURQRUPDWLYLW\��+H�GRHV��KRZHYHU��HPEUDFH�WKH�FRQFHSW�RI�VH[XDO�H[FOXVLYLW\�WKDW�NLGGXVKLQ�DQG�WKH�
PHWDSKRU�RI�RZQHUVKLS�UHSUHVHQW�RQ�D�V\PEROLF�DV�ZHOO�DV�D�OHJDO�OHYHO�ZKHQ�LW�LV�XQGHUVWRRG�DV�PXWXDO��
³���WKHUH�UHDOO\�LV�D�SURIRXQG�VHQVH�RI�H[FOXVLYH�RZQHUVKLS�WKDW�VWHPV�IURP�WKH�IHHOLQJV�RI�ORYH�DQG�
UHODWLRQVKLS�WKDW�DUH�VDQFWLILHG�E\�D�PDUULDJH���0RUHRYHU��WKH�IHHOLQJ�ZRUNV�LQ�WZR�GLUHFWLRQV�±�ERWK�WKH�
FODLP�RI�RZQHUVKLS�RYHU�DQRWKHU�DV�ZHOO�WKH�VHQVH�RI�EHLQJ�RZQHG�E\�DQRWKHU�FDQ�EH�HTXDOO\�SUHVHQW�DQG�
VLJQLILFDQW�´����0XWXDOL]LQJ�WUDGLWLRQDO�NLGGXVKLQ��KRZHYHU��GRHV�QRW�VXIILFH�DV�D�FRUUHFWLYH�LQ�KLV�YLHZ��
IRU�UHDVRQV�WKDW�UHVW�RQ�OHJDOLVWLF�JURXQGV��LQ�NHHSLQJ�ZLWK�WKH�YLHZ�RI�.OHLQ��FLWHG�DERYH��ZKLFK�DOORZV�
DQ�RXWVLGH�DXWKRULW\�WR�DFFHSW�WKH�KXVEDQG¶V�DFW�RI�NLGGXVKLQ�DV�ELQGLQJ�ZKLOH�WUHDWLQJ�WKH�ZLIH¶V�
UHFLSURFDO�VWDWHPHQW�DV�OHJDOO\�PHDQLQJOHVV��DV�ZHOO�DV�RQ�WKRVH�RI�LGHRORJ\�����5DWKHU�

LI�ZH�ZLVK�WR�FUDIW�D�PDUULDJH�FHUHPRQ\�WKDW�LV�DGHTXDWH�WR�WKH�EDVLF�HOHPHQWV�RI�WKH�UHODWLRQVKLS�
LW�LV�WR�FHOHEUDWH�DQG�VDQFWLI\��ZH�PXVW�VHHN�WR�JLYH�H[SUHVVLRQ�WR�WKLV�QHZO\�XQGHUVWRRG�VHQVH�RI�
DFTXLVLWLRQ�±�TLQ\DQ��:H�PLJKW�DWWHPSW�WR�FUDIW�D�FHUHPRQ\�WKDW�LV�ERWK�UDGLFDOO\�GLIIHUHQW�LQ�
PHVVDJH�ZKLOH�EHLQJ�RQO\�VXEWO\�GLIIHUHQW�LQ�IRUP�RU�IRUPXOD������

+LV�SURSRVHG�DOWHUQDWLYH�LV�WR�WXUQ�WR�D�IRUP�RI�PDULWDO�GHFODUDWLRQ�WKDW�LV�PHQWLRQHG�EXW�H[SOLFLWO\�
UHMHFWHG�DV�QRQ�ELQGLQJ�LQ�UDEELQLF�DQG�ODWHU�KDODNKLF�ZULWLQJV��DV�IRXQG�LQ�0LVKQHK�7RUDK��+LONKRW�,VKXW�
����DQG�������

���ʺʹʣʥʷʮ�ʤʰʩʠ��ʤʠʰʷʤ�ʯʥʹʬ�ʬʫʡ�ʥʠ��ʤʹʠʬ�ʪʬ�ʩʰʠ�ʩʸʤ��ʪʬ�ʺʱʸʥʠʮ�ʩʰʩʸʤ��ʪʬ�ʺʹʣʥʷʮ�ʩʰʩʸʤ�ʥʬ�ʤʸʮʠʥ�ʠʩʤ�ʤʰʺʰ
�ʩʸʤ�ʣʶʩʫ��ʤʬ�ʥʮʶʲ�ʤʰʷʤʹ�ʭʰʩʩʰʲ�ʠʤʩʹ�ʠʬ�ʤʹʠ�ʤʰʥʷ�ʠʥʤʹ�ʭʰʩʩʰʲ�ʤʩʤʩʹ�ʪʩʸʶ�ʹʣʷʩʹʫ�ʹʩʠʤ�ʸʮʠʩʹ�ʭʩʸʡʣʤ

���ʬʬʫ�ʯʩʹʥʣʩʷ�ʯʠʫ�ʯʩʠ��ʤʦʡ�ʠʶʥʩʫ�ʬʫʥ�ʪʩʹʩʠ�ʩʰʩʸʤ��ʪʩʱʥʸʠ�ʩʰʩʸʤ��ʪʩʬʲʡ�ʩʰʩʸʤ�ʤʬ�ʥʰʺʰʹ�ʸʨʹʡ�ʡʺʫ�ʥʠ�ʤʬ�ʸʮʠʹ
,I�VKH�JDYH�>WKH�PRQH\�WRNHQ�RI�NLGGXVKLQ@�DQG�VDLG�WR�KLP�³,�DP�EHWURWKHG��ʺʹʣʥʷʮ��WR�\RX�´��RU��
³,�DP�EHWURWKHG��ʺʱʸʥʠʮ��WR�\RX�´��RU��³,�DP�D�ZLIH�WR�\RX�´�RU�LQ�DQ\�ODQJXDJH�RI�EHVWRZDO��L�H���
RI�KHUVHOI�WR�KLP���VKH�LV�QRW�EHWURWKHG���������
7KH�ZRUGV�ZKLFK�WKH�PDQ�VKRXOG�VD\�ZKHQ�KH�EHWURWKV��WKHLU�VXEMHFW�PXVW�EH�WKDW�KH�DFTXLUHV�D�
ZRPDQ�ZLIH��DQG�WKHLU�VXEMHFW�VKRXOG�QRW�EH�WKDW�KH�EHVWRZV�KLPVHOI�WR�KHU��+RZ�VR"�,I�KH�VDLG�WR�
KHU�RU�ZURWH�LQ�D�GRFXPHQW�WKDW�KH�JDYH�WR�KHU�³,�DP�\RXU�KXVEDQG�´��RU��³,�DP�\RXU�EHWURWKHG�´�
�RU��³,�DP�\RXU�PDQ�KXVEDQG�´�RU�DQ\WKLQJ�RI�WKH�VRUW��WKHUH�LV�QR�NLGGXVKLQ�KHUH�DW�DOO������������

2Q�WKLV�EDVLV��*UHHQVWHLQ�SURSRVHV�D�FHUHPRQ\�LQ�ZKLFK�HDFK�SDUWQHU��UDWKHU�WKDQ�DWWHPSW�WR�³DFTXLUH´�WKH�
RWKHU��LQVWHDG�SUHVHQWV�WKH�RWKHU�ZLWK�D�ULQJ�DQG�PDNHV�D�VWDWHPHQW�RI�FRPPLWPHQW�WR�JLYLQJ�RQHVHOI�
H[FOXVLYHO\�WR�D�VSRXVH��³ʪʬ�ʺ�ʹʣʷʺʮ�ʩʰʠ�ʩʸʤ�´�³%HKROG��,�DP�EHWURWKHG�VHW�DVLGH�IRU�\RX´��RU��LQ�
*UHHQVWHLQ¶V�RZQ�WUDQVODWLRQ��³,�KHUHE\�VDQFWLI\�P\VHOI�WR�\RX���´���$V�KH�H[SODLQV��³WKH�JLIW�RI�WKH�ULQJ�LV�
GHFODUHG�E\�WKLV�IRUPXOD�WR�H[HPSOLI\�D�JLIW�RI�VHOI«HDFK�LV�FUHDWLQJ�D�FKDQJH�RI�VWDWXV�WR�WKHPVHOYHV�DQG�
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�����5DEEL�*UHHQVWHLQ�LV�D�PHPEHU�RI�WKH�5DEELQLFDO�$VVHPEO\��EXW�WKH�DUWLFOH�LV�DQ�LQGHSHQGHQW�ZRUN�ZKLFK�KDV�
QRW�EHHQ�SUHYLRXVO\�FRQVLGHUHG�E\�DQ\�RIILFLDO�DUP�RI�WKH�0RYHPHQW�
�����*UHHQVWHLQ������HPSKDVLV�LQ�WKH�RULJLQDO�
�����*UHHQVWHLQ������6HH�DOVR�WKH�GLVFXVVLRQ�RI�5DFKHO�$GOHU¶V�ZRUN��EHORZ�
�����*UHHQVWHLQ����±���
�����)RU�D�VLPLODU�SURSRVDO��FRPLQJ�IURP�DQ�2UWKRGR[�DQG�,VUDHOL�SHUVSHFWLYH��VHH�)HOGEOXP��³7KH�3UREOHP�RI�

$JXQRW�DQG�0DP]HULP�´�6HH�DOVR�/DERYLW]��³µ:LWK�5LJKWHRXVQHVV�DQG�ZLWK�-XVWLFH¶�´����±���DQG�WKH�VRXUFHV�FLWHG�
WKHUH�IRU�IXUWKHU�FRQVLGHUDWLRQV�RI�WKLV�ZRUN��
�����7KHVH�ODZV�DUH�GHULYHG��LQ�WXUQ��IURP�W��.LG������DQG�E��.LG���E��VHH�DOVR�5DVKL��ʹʥʧʩʮ�ʺʩʡ�ʯʠʫ�ʯʩʠ�ʤ´ʣ��



GHGLFDWLQJ�WKDW�FKDQJHG�VWDWXV�WR�WKH�RWKHU«´����2XU�&-/6�FROOHDJXH�5DEEL�$YUDP�5HLVQHU�KDV�
IHOLFLWRXVO\�VXJJHVWHG�WKDW�VXFK�D�FHUHPRQ\�EH�FDOOHG�ʺʥʹʣʷʺʤ��KLWNDGVKXW��VRPHWKLQJ�OLNH�³VHOI�EHWURWKDO´�
RU�³VHWWLQJ�RQHVHOI�DVLGH´������D�QDPH�WKDW�,�ZLOO�DGRSW�IURP�WKLV�SRLQW�IRUZDUG�

7KH�PRVW�VLJQLILFDQW�FRQFHSWXDO�DQG�OHJDO�SURFHGXUDO�FKDOOHQJH�,�VHH�ZLWK�KLWNDGVKXW�LV�WKDW�ZKLOH�
LW�H[SOLFLWO\�DLPV�WR�DYRLG�HIIHFWLQJ�NLGGXVKLQ��LW�LV�VRPHZKDW�OHVV�FOHDU�ZKDW�E\�ZKDW�DOWHUQDWLYH�PHDQV�D�
PDUULDJH�HQDFWHG�E\�WKLV�GHFODUDWLRQ�PLJKW�EH�FRQVLGHUHG�OHJDOO\�ELQGLQJ�RQ�WKH�SDUWLFLSDQWV��*UHHQVWHLQ�
HPSKDVL]HV�WKDW�WKH�UHODWLRQVKLS�FUHDWHG�E\�KLV�FHUHPRQ\�LV�QRW�WR�EH�XQGHUVWRRG�DV�NLGGXVKLQ��DQG�HYHQ�
GHVFULEHV�LW�DV�QRQ�KDODNKLF�DW�RQH�SRLQW��LQ�WKH�VHQVH�WKDW�LW�LV�QRW�WR�EH�XQGHUVWRRG�DV�FRQIRUPLQJ�WR�
SUHYLRXVO\�HVWDEOLVKHG�PDULWDO�ODZ�

7KLV�DSSURDFK�GRHV�QRW�DSRORJL]H�IRU�QRW�EHLQJ�KDODNKLF��,W�LV�ILUPO\�FRQYLQFHG�WKDW�LW�LV�ERWK�
OHJLWLPDWH�DQG��LQGHHG��SUHIHUDEOH�WR�WKH�WUDGLWLRQDO�DSSURDFK���$Q�H[SOLFLW�GHFODUDWLRQ�VHWWLQJ�
IRUWK�WKH�HJDOLWDULDQ�QDWXUH�RI�WKH�ZHGGLQJ�DQG�WKH�GLVDYRZDO�RI�DQ\�GHVLUH�WR�KDYH�WKH�PDUULDJH�
DELGH�E\�SUHVHQWO\�KDOORZHG�KDODNKLF�VWDQGDUGV�DYRLGV�WKH�KDODNKLF�WHQGHQF\�WR�UHLQWHUSUHW�
LQH[DFW�VWDWHPHQWV�DV�YDOLG�ZKHQ�WKH\�DUH�XWWHUHG�GXULQJ�D�³FRQYHUVDWLRQ�UHJDUGLQJ�PDULWDO�
PDWWHUV���´���

,QWHUWZLQHG�ZLWK�WKLV�TXHVWLRQ�LV�WKDW�RI�KRZ�ERQGV�IRUPHG�E\�KLWNDGVKXW�DUH�WR�EH�XQGRQH��,QGHHG��LW�PD\�
EH�DUJXHG�WKDW�WKH�QHHG�WR�OHJDOO\�XQGR�DQ�DFW�LV�LWVHOI�D�PDUNHU�WKDW�WKH�LQLWLDO�DFW�KDG�OHJDOO\�ELQGLQJ�
IRUFH��<HW�WKH�DUWLFOH�GRHV�QRW�GHOLQHDWH�KRZ�VXFK�UHODWLRQVKLSV�DUH�XQGRQH�ZLWK�WKH�VDPH�GHJUHH�RI�
VSHFLILFLW\�JLYHQ�WR�WKH�FHUHPRQLDO�FUHDWLRQ�RI�WKH�UHODWLRQVKLS��*UHHQVWHLQ�UHIHUV�KLV�UHDGHUV�LQ�VLQJOH�
HQG�QRWH�WR�WKH�ZRUN�RI�5DFKHO�$GOHU��VHH�EHORZ�����

$�OLNHO\�UHVSRQVH�WR�WKLV�FRQFHUQ�FDQ�EH�HOLFLWHG��KRZHYHU��ZKHQ�*UHHQVWHLQ�WXUQV�WR�DQ�HOHPHQW�
RI�WKH�WUDGLWLRQDO�NLGGXVKLQ�GHFODUDWLRQ�WKDW�KDV�QRW�EHHQ�PHQWLRQHG�EHIRUH�QRZ�LQ�WKLV�WHVKXYDK��WKH�
VWDWHPHQW�WKDW�WKH�EHWURWKDO�LV�GRQH�´ʬʠʸʹʩʥ�ʤʹʮ�ʺʣʫ´�´DFFRUGLQJ�WR�WKH�ODZ�RI�0RVHV�DQG�,VUDHO�´�
*UHHQVWHLQ�HPSKDWLFDOO\�LQFOXGHV�LW�LQ�WKH�KLWNDGVKXW�GHFODUDWLRQ�WKDW�WKH�SDUWQHUV�PDNH�WR�HDFK�RWKHU��
7KLV�WKHQ�OHDGV�KLP�WR�UHGHILQH�KLV�SULRU�FODLP�WKDW�KLV�FHUHPRQ\�LV�GHFLGHGO\��DQG�GHOLEHUDWHO\��QRQ�
KDODNKLF�

6RPH�ZRXOG�DUJXH�WKDW�D�SXUSRVHO\�QRQ�KDODNKLF�FHUHPRQ\�FDQQRW�SUHVXPH�WR�VWDWH�WKDW�LW�LV�GRQH�
LQ�NHHSLQJ�ZLWK�WKLV�SKUDVH��1HYHUWKHOHVV��RXU�SRVLWLRQ�LV�WKDW�GHFODUDWLYH�VWDWHPHQWV�VXFK�DV�WKLV�
GR�QRW�RQO\�UHIHU�EDFNZDUG��WR�VRPH�LQYLRODWH�VHW�RI�QRUPV��EXW�DOVR�FDQ�SURGXFH�WKH�QHFHVVDU\�
HPHUJHQW�FRPPLWPHQW�WR�QHZ�QRUPV����
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������*UHHQVWHLQ������)XUWKHU�GRZQ�RQ�WKH�VDPH�SDJH��*UHHQVWHLQ�ZULWHV�WKDW�DQ�DGGLWLRQDO�DGYDQWDJH�RI�WKLV�PHWKRG�
LV�WKDW�LW�FDQ�EH�XVHG�IRU�D�VDPH�VH[�SDLULQJ��³7KH�WULYLDO�WUXLVP�WKDW�WUDGLWLRQDO�TLGGXVKLQ�KDV�QHYHU�DSSOLHG�WR�JD\�
FRXSOHV�FRQWULEXWHV�QRWKLQJ�WRZDUG�GHWHUPLQLQJ�WKH�HVVHQWLDO�QDWXUH�RI�TLGGXVKLQ�DV�ZH�YDOXH�LW«WKLV�DSSURDFK�
UHFRJQL]HV�WKDW�JHQGHU�UROHV�DUH�QRW�GHWHUPLQDWLYH�LQ�GHILQLQJ�D�VDFUHG�UHODWLRQVKLS�´�)RU�WKH�ZHGGLQJ�RI�D�VDPH�VH[�
FRXSOH�ZKR�GLG�DFWXDOO\�SXW�WRJHWKHU�D�FHUHPRQ\�ZLWK�ODQJXDJH�VLPLODU�WR�WKDW�VXJJHVWHG�E\�*UHHQVWHLQ�±�ZLWK�
GLIIHUHQW�DGGLWLRQDO�UHDVRQLQJ�IRU�JURXQGLQJ�WKLV�ODQJXDJH�KDODNKLFDOO\�±�VHH�2UULQ�:DOSHUW��³$�7UDGLWLRQDO�6DPH�
6H[�-HZLVK�:HGGLQJ�´�DYDLODEOH�RQ�OLQH�DW�
KWWS���ULWXDOZHOO�RUJ�VLWHV�GHIDXOW�ILOHV�:ROSHUW���&HUHPRQ\���IRU���3XEOLF���'LVWULEXWLRQ���ZLWK���LPDJHV
�SGI�
�����,Q�OLJKW�RI�WKH�IXQGDPHQWDO�VKLIW�WR�WUXH�PXWXDOLW\�LQ�ERWK�WKH�XQGHUO\LQJ�OHJDO�DQG�FRQFHSWXDO�EDVLV�RI�D�

PDUULDJH�SHUIRUPHG�LQ�WKLV�PDQQHU��,�DP�HYHQ�ZLOOLQJ�WR�FRQVLGHU�³VHOI�VDQFWLILFDWLRQ´�DV�D�WUDQVODWLRQ�KHUH�
�����*UHHQVWHLQ������6HH�Q���DERYH�
�����*UHHQVWHLQ�����DQG�����Q���
�����*UHHQVWHLQ�����



*UHHQVWHLQ�JRHV�RQ�WR�IXUWKHU�VXJJHVW�WKDW�WKH�SKUDVH�FDUULHV�LQ�LW�LPSOLFDWLRQV�WKDW�PDUULDJH�DQG�KDODNKDK�
PRUH�EURDGO\�DUH�G\QDPLF�DQG�VRFLDOO\�FRQVWUXFWHG�LQVWLWXWLRQV�WKDW�JURZ�DQG�GHYHORS�RYHU�WLPH�DQG�DV�
VRFLDO�QRUPV�DQG�LGHDV�FKDQJH��DQG�WKDW�±�IROORZLQJ�SDUWLFXODUO\�DQ�LQWHUSUHWDWLRQ�RI�WKH�LQWHUSUHWDWLRQ�RI�
5DVKL�WR�E��.HW���D�±�LW�LV�WKH�UDEELQLF�OHDGHUV�RI�WKH�-HZLVK�SHRSOH�ZKR�GHWHUPLQH�ZKDW�³PDUULDJH´�LV��
ZKDW�WKH�KDODNKDK�RI�PDUULDJH�LV�

�ʩʸʡʣ�ʩʴʬ�ʯʩʹʥʣʩʷ�ʯʩʮʩʩʷ�ʥʩʤʩʹ�ʤʹʣʷʮ�ʠʥʤ�ʬʠʸʹʩʡ�ʬʠʸʹʩ�ʩʮʫʧ�ʥʢʩʤʰʤʹ�ʺʲʣ�ʬʲ�ʤʹʠ�ʹʣʷʮʤ�ʬʫ���ʹʣʷʮʤ�ʬʫ
���ʭʩʮʫʧ

$Q\RQH�ZKR�EHWURWKV���$Q\RQH�ZKR�EHWURWKV�D�ZRPDQ��KH�EHWURWKV�LQ�DFFRUGDQFH�ZLWK�WKH�
XQGHUVWDQGLQJ�WKDW�WKH�VDJHV�RI�,VUDHO�SXW�LQWR�SUDFWLFH�LQ�,VUDHO��WKDW�NLGGXVKLQ�VKRXOG�EH�YDOLG�
DFFRUGLQJ�WR�WKH�ZRUGV�RI�WKH�VDJHV���

2I�WKH�VDJHV�RI�WKH�FODVVLFDO�UDEELQLF�WH[WV��KH�ZULWHV�³7KH\�XQGHUVWRRG�WKDW�WKH\�ZHUH�FDOOHG�WR�UHIUDFW�WKH�
SUDFWLFHV�RI�WKH�FRPPXQLW\�RI�,VUDHO�WKURXJK�WKH�OHQV�RI�WKHLU�FRPPLWPHQW�WR�FUHDWLQJ�D�FRPPXQLW\�RI�
KROLQHVV��H[SUHVVHG�DV�D�GDW�0RVKH�Y¶<LVUD¶HO´��IURP�WKLV�KH�FRQFOXGHV�WKDW�³6R��WRR��LW�LV�RXU�REOLJDWLRQ�WR�
SURPRWH�D�GDW�0RVKH�Y¶<LVUD¶HO�±�D�UHOLJLRXV�SUDFWLFH�WKDW�LV�IDLWKIXOO\�URRWHG�LQ�WKH�WUDGLWLRQV�RI�0RVHV�
DQG�,VUDHO�HYHQ�DV�LW�LV�IDLWKIXO�WR�RXU�RZQ�EHVW�XQGHUVWDQGLQJ�±�DV�<LVUD¶HO�±�RI�ZKDW�PDNHV�D�UHODWLRQVKLS�
VDFUHG�´���

,Q�WKLV�LQVWDQFH��,�DOVR�WKLQN�JXLGDQFH�PD\�EH�IRXQG�LQ�WKH�PHDQV�E\�ZKLFK�5DEELV�'RUII��1HYLQV��
DQG�5HLVQHU�FRQFHSWXDOL]HG�WKH�OHJDO�IRUFH�RI�WKHLU�SURSRVHG�PDUULDJH�ULWHV�IRU�VDPH�VH[�FRXSOHV��7KDW�LV��
LW�LV�SUHFLVHO\�E\�WKLV�DSSHDO�WR�UDEELQLF�DXWKRULW\�WKDW�WKH\�VHHN�WR�PDNH�WKH�VDPH�VH[�FRPPLWPHQW�
FHUHPRQLHV�RI�WKHLU�WHVKXYDK�KDODNKLFDOO\�ELQGLQJ��³$V�UDEELQLF�LQWHUSUHWHUV�RI�KDODNKDK��ZH�EHOLHYH�WKDW�
RXU�UXOLQJ�LV�DQ�DXWKHQWLF�H[SUHVVLRQ�RI�ʬʠʸʹʩʥ�ʤʹʮ�ʺʣ��WKH�ODZV�RI�0RVHV�DQG�,VUDHO�´�$QG�RQ�WKH�
IROORZLQJ�SDJH��³7KXV��HYHQ�WKRXJK�WKH�KDODNKLF�PHFKDQLVP�IRU�ELQGLQJ�WKH�FRXSOH�WRJHWKHU�LV�GLVWLQFW�
IURP�WKH�WUDGLWLRQDO�PRGHO�RI�NLGGXVKLQ��WKH�UHVXOW�LV�VWLOO�D�-HZLVK�PDUULDJH�´����7KHLU�³ULWHV�DQG�ULWXDOV´�
DOVR�LQFOXGHV�DQ�DGGLWLRQDO�HOHPHQW�WKDW�PLJKW�EH�DSSOLHG�KHUH�WR�DGG�IXUWKHU�ELQGLQJ�IRUFH�WR�WKH�PDULWDO�
FRPPLWPHQW��³$�GRFXPHQW�RI�µFRYHQDQW¶�FRPPLWWLQJ�WKH�FRXSOH�WR�OLYH�D�OLIH�RI�PXWXDO�ILGHOLW\�DQG�
UHVSRQVLELOLW\�LV�UHDG�DQG�ZLWQHVVHG��7KLV�FRYHQDQW�LV�DIILUPHG�DW�WKH�ULQJV�FHUHPRQ\�DQG�FRQVWLWXWHV�WKH�
KDODNKLF�PHFKDQLVP�IRU�ELQGLQJ�WKH�FRXSOH�WRJHWKHU�DV�D�IDPLO\�´����$OWKRXJK��DV�*UHHQVWHLQ�KLPVHOI�
QRWHV�DW�RQH�SRLQW�����LQ�WUDGLWLRQDO�KDODNKDK�LW�LV�NLGGXVKLQ�WKDW�PDNHV�D�PDUULDJH�ELQGLQJ��DQG�WKH�
NHWXEEDK�KDV�GRHV�QRW�KDYH�FRQVWLWXWLYH�HIIHFW�LQ�DQG�RI�LWVHOI��WKH�GRFXPHQW�GRHV�QRQHWKHOHVV�FUHDWH��RU�DW�
OHDVW�UHFRUG��ELQGLQJ�FRPPLWPHQWV��,Q�WKLV�FDVH��WKHQ��DV�DOVR�LQ�5DFKHO�$GOHU¶V�SURSRVDO�GLVFXVVHG�MXVW�
EHORZ���D�³NHWXEEDK´�VW\OH�DJUHHPHQW�FDQ�LWVHOI�VHUYH�WR�HVWDEOLVK�³D�PXWXDO�DFFHSWDQFH�RI�VH[XDO�ILGHOLW\�
DV�ZHOO�DV�ILQDQFLDO�UHVSRQVLELOLW\�IRU�HDFK�SDUWQHU¶V�ZHOIDUH´�DQG�³UHOLJLRXVO\��OHJDOO\�DQG�PRUDOO\�ELQGV�
WKH�FRXSOH�WRJHWKHU�LQ�PDUULDJH�´���

� ���

� �

²²²²²²²²²²²

�����*UHHQVWHLQ������$GGLWLRQDOO\��SHUKDSV�LW�LV�HYHQ�WKH�FRXSOH�WKHPVHOYHV�ZKR�LPEXH�WKH�FHUHPRQ\�ZLWK�OHJDO�
PHDQLQJ��5HVSRQGLQJ�WR�DQ�HDUOLHU�GUDIW�RI�WKLV�WHVKXYDK��*UHHQVWHLQ�VXJJHVWHG�WR�PH�WKDW�WKHVH�PDUULDJHV�DUH�ELQGLQJ�
³EHFDXVH�WKH�SDUWLFLSDQWV�ZDQW�WKHP�WR�EH�ELQGLQJ��7KDW�LV�ZKDW�WKH\�PHDQ�WR�DFFRPSOLVK�E\�KDYLQJ�D�ZHGGLQJ�
FHUHPRQ\�´�(�PDLO�FRUUHVSRQGHQFH��0DUFK���������
�����'RUII��1HYLQV��DQG�5HLVQHU�����Q�������,W�LV�WUXH�WKDW�WKH\�FRQWLQXH�LQ�Q���³7KDW�VDLG��ZH�UHDOL]H�WKDW�WKH�PRGHO�

RI�FHUHPRQ\�WKDW�ZH�KHUH�RIIHU�LV�GLVFRQWLQXRXV�ZLWK�WKH�PRGHO�FUHDWHG�E\�RXU�DQFLHQW�UDEELV��DQG�WKDW�LW�LV�QRW�\HW�
HVWDEOLVKHG�DQG�DFFHSWHG�E\�WKH�PDMRULW\�RI�UDEELV�LQ�RXU�WLPH�´�DQG�WKDW�WKHUHIRUH�WKHLU�PDULWDO�GHFODUDWLRQV�IRU�WKH�
SDUWQHUV�WR�PDNH�WR�HDFK�RWKHU�HQG�³ʭʣʠʥ�ʭʩʤʬʠ�ʩʰʩʲʡ´�³LQ�WKH�H\HV�RI�*RG�DQG�KXPDQLW\´�LQVWHDG��6HH�DOVR�
$OH[DQGHU¶V�FRQFXUUHQFH��LQ�ZKLFK�KH�ZULWHV��³,�DJUHH�ZLWK�WKH�DXWKRUV�WKDW�WKHLU�RULJLQDO�UXOLQJ�LQ������ZDV�µDQ�
DXWKHQWLF�H[SUHVVLRQ�RI�ʬʠʸʹʩʥ�ʤʹʮ�ʺʣ�¶�DQG�VHH�QR�UHDVRQ�IRU�UDEELV�DQG�FRXSOHV�WR�H[FOXGH�WKDW�SRZHUIXO�UHIHUHQFH�
IURP�D�PDUULDJH�FHUHPRQ\�WKH\�HQJDJH�LQ�WRJHWKHU�´����
�����'RUII��1HYLQV��DQG�5HLVQHU����
�����*UHHQVWHLQ�����
�����'RUII��1HYLQV��DQG�5HLVQHU���±��



E��%H\RQG�.LGGXVKLQ��ʺʥʴʺʥʹ�ʭʩʡʥʤʠ�ʺʩʸʡ�

³7R�WUHDW�ERWK�SDUWLHV�FRQVLVWHQWO\�DV�SHUVRQV�UDWKHU�WKDQ�SURSHUW\��ZH�ZRXOG�KDYH�WR�UHIUDPH�WKH�OHJDO�
SRUWLRQ�RI�WKH�FHUHPRQ\�LQ�WHUPV�RI�SDUWQHUVKLS�ODZ�UDWKHU�WKDQ�SURSHUW\�ODZ�DV�LW�LV�FXUUHQWO\�FDWHJRUL]HG��
2QO\�WKHQ�ZRXOG�WKH�FHUHPRQ\¶V�OHJDO�FRPSRQHQW�DFFXUDWHO\�UHIOHFW�WKH�NLQG�RI�PDUULDJH�WR�ZKLFK�
HJDOLWDULDQ�FRXSOHV�PHDQ�WR�SOHGJH�WKHPVHOYHV�´���

� 7KH�VHFRQG�PRGHO�ZDV�ILUVW�SURSRVHG�E\�'U���DQG�QRZ�5DEEL��5DFKHO�$GOHU��LQ�KHU�FULWLFDO�ZRUN�
RI�IHPLQLVW�WKHRORJ\�(QJHQGHULQJ�-XGDLVP��XQGHU�WKH�QDPH�³%ULW�$KXYLP�´�³/RYHUV¶�&RYHQDQW�´����7KH�
WHUP�³%ULW�&RYHQDQW´�LQ�WKH�QDPH�LV�FHQWUDO�$GOHU¶V�FRQFHSWXDOL]DWLRQ�RI�PDUULDJH�DQG�WKH�ULWXDO�DQG�OHJDO�
PHDQV�E\�ZKLFK�D�PDUULDJH�RXJKW�WR�EH�FUHDWHG�DQG�PDLQWDLQHG��$GOHU�UHMHFWV�WKH�PRGHO�RI�DFTXLVLWLRQ�
DQG�RZQHUVKLS�DOWRJHWKHU�

7KH�SUREOHP�ZLWK�PDULWDO�NLQ\DQ�LV�QRW�VLPSO\�WKDW�LW�LV�XQLODWHUDO��EXW�WKDW�LW�FRPPRGLILHV�KXPDQ�
EHLQJV��7KH�JURRP¶V�FRPPRGLILFDWLRQ�DQG�DFTXLVLWLRQ�RI�WKH�EULGH�LV�QRW�UHFWLILHG�E\�WKH�EULGH¶V�
UHWDOLDWLRQ�LQ�NLQG���7KH�YRFDEXODU\�DQG�FRQVWLWXWLYH�DVVXPSWLRQV�RI�NLGGXVKLQ�FDQQRW�EH�PDGH�WR�
UHIOHFW�D�SDUWQHUVKLS�RI�HTXDOV����

7KXV�VKH�PXVW�LQVWHDG�ILQG�DQRWKHU�EDVLV�RQ�ZKLFK�WR�HVWDEOLVK�UHODWLRQVKLS��³:H�KDYH�MXVW�UHDFKHG�D�
SRLQW�LQ�KLVWRU\�ZKHUH�LW�LV�SRVVLEOH�WR�HQYLVLRQ��DQG�VRPHWLPHV�WR�UHDOL]H��PDUULDJHV�LQ�ZKLFK�WZR�UHPDLQ�
WZR��PDUULDJHV�WKDW�DUH�QRW�LQFRUSRUDWLRQV�EXW�FRYHQDQWV���7KLV�LQWHQWLRQ�LV�QRW�UHIOHFWHG�LQ�DQ�DFW�RI�
DFTXLVLWLRQ��,W�FDQ�RQO\�EH�H[SUHVVHG�E\�DQ�DFW�RI�FRYHQDQWLQJ�´����7KH�WXUQ�WR�³FRYHQDQW´�LV�DOVR�
VLJQLILFDQW�WR�$GOHU�IRU�LWV�GLIIHUHQFHV�IURP�DJUHHPHQW�E\�FRQWUDFW��)LUVW�DQG�IRUHPRVW��LQ�$GOHU¶V�
XQGHUVWDQGLQJ�D�FRYHQDQW�FDQ�HQGXUH�HYHQ�ZKHQ�LWV�WHUPV�DUH�YLRODWHG��LQ�D�ZD\�WKDW�FRQWUDFWV�FDQQRW�RU�
GR�QRW��³WKH�SDUWQHUV�DUH�FRPPLWWHG�XOWLPDWHO\�WR�RQH�DQRWKHU�DQG�QRW�PHUHO\�WR�WKH�WHUPV�WKH\�KDYH�
SURPLVHG�WR�IXOILOO��7R�WKH�H[WHQW�WKDW�WKLV�FRYHQDQWDO�FRPPLWPHQW�LV�UHDOL]HG�LQ�WKH�UHODWLRQVKLS��LW�FDQ�
VXUYLYH�EUHDFKHV�LQ�FRQWUDFWXDO�REOLJDWLRQV�´����6R��WR�WDNH�RQH�RI�WKH�PRVW�H[WUHPH�H[DPSOHV��XQOLNH�
NLGGXVKLQ�ZKLFK�WHFKQLFDOO\��LI�QRW�DOZD\V�LQ�SUDFWLFH��VKRXOG�QRW�EH�FRQWLQXHG�DIWHU�DGXOWHU\�FRPPLWWHG�
E\�WKH�IHPDOH�SDUWQHU��E¶ULW�DKXYLP�FDQ�EH�PDLQWDLQHG�DIWHU�VH[XDO�HPRWLRQDO�EHWUD\DO�FRPPLWWHG�E\�HLWKHU�
SDUW\�LI�WKH�WZR�VSRXVHV�GHFLGH�WKDW�UHFRQFLOLDWLRQ�LV�WKHLU�SUHIHUUHG�FRXUVH�
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�����$GOHU��(QJHQGHULQJ�-XGDLVP�����±���
�����$GOHU��(QJHQGHULQJ�-XGDLVP��PRVW�SDUWLFXODUO\�&KDSWHU����³%¶ULW�$KXYLP��$�0DUULDJH�%HWZHHQ�6XEMHFWV�´�

���±�����DQG�WKH�³$SSHQGL[´�FRQWDLQLQJ�VDPSOH�GRFXPHQWV�����±�����:KLOH�5DEELV�'RUII��1HYLQV��DQG�5HLVQHU�DOVR�
XVH�WKLV�WLWOH�IRU�WKHLU�FHUHPRQLHV�IRU�VDPH�VH[�SDUWQHUV��WKHLU�FHUHPRQLHV�DUH�GLVWLQFW�ULWXDOO\�DQG�OHJDOO\�IURP�$GOHU¶V�
RULJLQDO�SURSRVDO�
�����$GOHU��(QJHQGHULQJ�-XGDLVP�������$OWKRXJK�,�DP�SUHVHQWLQJ�$GOHU¶V�ZRUN�DIWHU�*UHHQVWHLQ¶V�KHUH��KLV�DUWLFOH�

DSSHDUHG�FKURQRORJLFDOO\�DIWHU�KHU�ERRN��DQG�VRPH�RI�KLV�FRPPHQWV�DERXW�RZQHUVKLS�DQG�PDUULDJH��DQG�WKH�
GLVWLQFWLRQ�EHWZHHQ�WDNLQJ�SRVVHVVLRQ�RI�VRPHRQH�HOVH�YV��JLYLQJ�RQHVHOI�IUHHO\�WR�DQRWKHU��DUH�H[SUHVVO\�SUHVHQWHG�DV�
D�FULWLTXH�RI�KHU�SRVLWLRQ�
�����$GOHU��(QJHQGHULQJ�-XGDLVP������
�����$GOHU��(QJHQGHULQJ�-XGDLVP�����±����$GOHU�DOVR�GLVFXVVHV�WKLV�DVSHFW�RI�FRYHQDQW�LQ�UHODWLRQ�WR�WKH�ELEOLFDO�

PHWDSKRU�RI�WKH�UHODWLRQVKLS�EHWZHHQ�*RG�DQG�,VUDHO�DV�WKDW�EHWZHHQ�D�KXVEDQG�DQG��XQIDLWKIXO��ZLIH��VHH����±���
6HH�DOVR�P\�DQDO\VLV�RI�WKH�IXQFWLRQLQJ�RI�WKLV�GLVWLQFWLRQ�LQ�$GOHU¶V�ZRUN�LQ�*DLO�/DERYLW]��³(QJHQGHULQJ�

+DODNKDK��5DFKHO�$GOHU¶V�%HULW�$KXYLP�DQG�WKH�4XHVW�WR�&UHDWH�D�)HPLQLVW�+DODNKLF�3UD[LV�´�5HYLVLRQLQJ�5LWXDO��
-HZLVK�7UDGLWLRQV�LQ�7UDQVLWLRQ��(G��6LPRQ�-��%URQQHU��2[IRUG��7KH�/LWWPDQ�/LEUDU\�RI�-HZLVK�&LYLOL]DWLRQ��
���������±���



7KDW�VDLG��WKH�OHJDO�PRGHO�$GOHU�ILQGV�PRVW�DSW�WR�WKH�VRUW�RI�PDUULDJH�VKH�KRSHV�WR�HVWDEOLVK�LV�
WKDW�RI�ʺʥʴʺʥʹ��SDUWQHUVKLS�����5DEELQLF�WH[WV�UHJXODUO\�FRQVLGHU�SHUVRQV�IXQFWLRQLQJ�DV�SDUWQHUV�LQ�YDULRXV�
HFRQRPLF�FRQWH[WV��VXFK�DV�LQYHVWLQJ�LQ�WUDGH�JRRGV��RU�RZQLQJ�SURSHUW\�VXFK�DV�DQLPDOV��VODYHV��RU�UHDO�
HVWDWH�LQ�FRPPRQ��2QH�DOVR�ILQGV�UHIHUHQFHV�WR�WZR�RU�PRUH�SHUVRQV�ZKR�KDYH�³SODFHG�LQ�D�SXUVH�´�D�
V\PEROLF�OHJDO�JHVWXUH�RI�SRROLQJ�UHVRXUFHV��IRU�H[DPSOH��P��.HW������DQG�W��.HW��������0DLPRQLGHV��LQ�
+LONKRW�6KOXKLQ�Y¶6KXWDILQ�����DQG����VSHFLILHV�WKDW�LW�LV�WKLV�SURFHVV�WKDW�IXQFWLRQV�DV�WKH�OHJDO�
FRPPLWPHQW�WR�D�SDUWQHUVKLS�DQG�WKH�DFW�WKDW�LQYHVWV�WKH�SDUWQHUV�ZLWK�ULJKWV�DQG�OLDELOLWLHV�UHJDUGLQJ�WKH�
SURILWV�RU�ORVVHV�RI�WKH�EXVLQHVV�WUDQVDFWHG�ZLWK�WKH�SDUWQHUVKLS�IXQGV�SURSHUW\�

�ʠʩʡʩʥ�ʥʩʺʥʲʮ�ʤʦ�ʠʩʡʩ�ʥʴʺʺʹʰ�ʺʥʲʮʡ�ʭʠ��ʥʡ�ʳʺʺʹʤʬ�ʥʸʩʡʧ�ʯʥʮʮ�ʯʤʮ�ʣʧʠ�ʬʫ�ʤʰʷʩ�ʤʮʡ�ʳʺʺʹʤʬ�ʯʩʴʺʥʹʤ�ʥʶʸʩʹʫ
ʭʤʩʰʹ�ʱʩʫʤ�ʺʠ�ʥʤʩʡʢʩʥ�ʣʧʠ�ʱʩʫʬ�ʯʺʥʠ�ʥʬʩʨʩʥ�ʥʩʺʥʲʮ�ʤʦ

�̋ ʧʴʤ�ʥʠ�ʸʫʹʤ�ʥʸʩʺʥʤ�ʥʠ�ʥʺʧʴʥ�ʯʥʮʮʡ�ʯʬʥʫ�ʥʷʱʲʺʰʥ�ʺʥʠʮ�ʹʬʹ�ʤʦʥ�ʭʩʺʠʮ�ʤʦʥ�ʤʰʮ�ʤʦ�ʱʩʫʬ�ʥʬʩʨʤʹ�ʯʩʴʺʥʹʤ
ʺʥʲʮʤ�ʩʴʬ�ʠʬʥ�ʭʰʩʩʰʮ�ʩʴʬ�ʤʥʹʡ�ʭʤʩʰʩʡ

:KHQ�SDUWQHUV�ZDQW�WR�EHFRPH�SDUWQHUV��E\�ZKDW�>PHDQV@�GRHV�HDFK�DFTXLUH�>ULJKWV�LQ@�KLV�
SDUWQHU¶V�PRQH\��WR�EH�D�SDUWQHU�LQ�LW"�,I�WKH\�DUH�SDUWQHULQJ�ZLWK�PRQH\��WKLV�RQH�EULQJV�KLV�
PRQH\�DQG�WKLV�RQH�EULQJV�KLV�PRQH\��DQG�WKH\�SODFH�WKHP�WRJHWKHU�LQ�RQH�SXUVH�DQG�ERWK�RI�WKHP�
OLIW�WKH�SXUVH�������
7KH�SDUWQHUV�ZKR�³SODFHG�LQ�D�SXUVH´�±�WKLV�RQH�>FRQWULEXWLQJ@�RQH�KXQGUHG�DQG�WKLV�RQH�WZR�
KXQGUHG�DQG�WKLV�RQH�WKUHH�KXQGUHG�±�DQG�DOO�XVHG�WKH�PRQH\��DQG�WKH\�>WKH�DVVHWV@�GLPLQLVKHG�RU�
JUHZ��WKH�SURILW�RU�WKH�ORVV�LV�>GLYLGHG@�DPRQJ�WKHP�HTXDOO\��DFFRUGLQJ�WR�WKHLU�QXPEHU�DQG�QRW�
DFFRUGLQJ�WR�WKH�PRQH\��L�H���WKH�SURSRUWLRQDO�VL]H�RI�HDFK�LQLWLDO�LQYHVWPHQW��������

$�FULWLFDO�SRLQW�KHUH�LV�WKDW�ZKLOH�WKHUH�LV�DQ�DFTXLVLWLRQ��LW�LV�QRW�DQ�DFTXLVLWLRQ�RI�SHUVRQV��$V�$GOHU�
QRWHV��³%HFDXVH�WKH�ODZV�RI�SDUWQHUVKLS�GHYHORSHG�RXW�RI�WKH�ODZV�RI�MRLQW�RZQHUVKLS��WKH�SDUWQHUVKLS�LV�
UHJDUGHG�DV�D�NLQG�RI�SURSHUW\�LQ�ZKLFK�WKH�SDUWQHUV�KDYH�LQYHVWHG�´�:KDW�LV�DFTXLUHG�ZKHQ�WKH�
SDUWQHUVKLS�LV�FUHDWHG�LV�ERWK�ULJKWV�LQ�WKH�EHQHILWV�RI�WKH�LQYHVWPHQW�DQG�DOVR�³OHJDO�REOLJDWLRQV�IRU�
PDLQWDLQLQJ�WKH�SDUWQHUVKLS�DQG�LWV�SURMHFWV�´����0RVW�LPSRUWDQWO\��WKLV�LV�D�PRGHO�LQ�ZKLFK�WKH�OHJDO�
UHODWLRQVKLS�³LV�IRUPHG�E\�PXWXDO�DJUHHPHQW��DQG�HDFK�SDUW\�KDV�WKH�SRZHU�WR�WHUPLQDWH�LW�´���
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�����1RWH�WKDW�WKHUH�DUH�DOUHDG\�KLQWV�RI�WKH�XVH�RI�WKLV�WHUP��LI�QRW�WKH�IXOO�OHJDO�FRQFHSW��LQ�UHIHUHQFH�WR�PDUULDJH�LQ�
WKH�<HUXVKDOPL��\��.HW�������RU���LQ�VRPH�YHUVLRQV�����F��RQ�WKH�FRUUHFW�UHDGLQJ�RI�WKH�ZRUG�KHUH�DV�
ʺʥʴʺʥʹ�SDUWQHUVKLS��VHH�6DXO�/LHEHUPDQ��+LONKRW�KD�<HUXVKDOPL�>1HZ�<RUN��7KH�-HZLVK�7KHRORJLFDO�6HPLQDU\��
����@������DQG�WKH�PDUULDJH�GRFXPHQWV�IRXQG�LQ�WKH�&DLUR�*HQL]DK��DV�GLVFXVVHG�IXUWKHU�LQ�WKH�QRWH�WR�WKH�HQG�RI�WKLV�
SDUDJUDSK�
�����$GOHU��(QJHQGHULQJ�-XGDLVP������
�����$GOHU��(QJHQGHULQJ�-XGDLVP�������2Q�KRZ�E¶ULW�DKXYLP�LV�GLVVROYHG��VHH�EHORZ�
)RU�WKH�PRPHQW��KRZHYHU��OHW�PH�QRWH�WKDW�DV�GRFXPHQWHG�E\�0RUGHFKDL�$NLYD�)ULHGPDQ��WKH�WHUPLQRORJ\�RI�

ʺʥʴʺʥʹ�SDUWQHUVKLS�IRU�D�PDULWDO�UHODWLRQVKLS�LV�PHQWLRQHG�LQ�VHYHUDO�RI�WKH�PDUULDJH�FRQWUDFWV�IRXQG�LQ�WKH�&DLUR�
*HQL]DK��HVSHFLDOO\�LQWULJXLQJO\��WKH�WHUP�DSSHDUV�LQ�HDFK�LQVWDQFH�LQ�D�FODXVH�GHWDLOLQJ�FLUFXPVWDQFHV�LQ�ZKLFK�HLWKHU�
PHPEHU�RI�WKH�FRXSOH��QR�ORQJHU�GHVLULQJ�WKH�³SDUWQHUVKLS´�RI�WKH�RWKHU��KDV�WKH�ULJKW�WR�LQLWLDWH�WKH�GLYRUFH�SURFHVV��
7R�EH�VXUH��WKLV�FODXVH�GRHV�QRW�QHFHVVDULO\�PHDQ�WKDW�WKH�ZLIH�FDQ�OHDYH�WKH�PDUULDJH�HQWLUHO\�RI�KHU�RZQ�YROLWLRQ�RU�
WKDW�D�FRXUW�FRXOG�HQG�WKH�PDUULDJH�RQ�KHU�EHKDOI��PRVW�OLNHO\�LW�LQGLFDWHV�UDWKHU�WKDW�WKH�FRXUW�ZRXOG�LQWHUYHQH�DW�WKH�
ZLIH¶V�UHTXHVW�WR�FRPSHO�WKH�KXVEDQG�WR�JUDQW�D�GLYRUFH��DQG�VKH�PLJKW�IRUIHLW�FHUWDLQ�ULJKWV�UHJDUGLQJ�WKH�FROOHFWLRQ�
RI�KHU�NHWXEEDK���1RQHWKHOHVV��)ULHGPDQ�ZULWHV��³7KLV�IHOLFLWRXV�WHUP�LV�SDUWLFXODUO\�EHILWWLQJ�LQ�D�VWLSXODWLRQ�ZKLFK�
GHVFULEHV�PDQ�DQG�ZLIH�DV�HTXDO�SDUWQHUV�LQ�WKH�EXVLQHVV�RI�PDUULDJH��HDFK�RI�ZKRP�FDQ�ZLWKGUDZ�IURP�WKH�
SDUWQHUVKLS�DW�ZLOO�´�6HH�HVSHFLDOO\�0RUGHFKDL�$NLYD�)ULHGPDQ��-HZLVK�0DUULDJH�LQ�3DOHVWLQH��$�&DLUR�*HQL]D�
6WXG\��YRO�����7HO�$YLY�DQG�1HZ�<RUN��7HO�$YLY�8QLYHUVLW\��7KH�-HZLVK�7KHRORJLFDO�6HPLQDU\�RI�$PHULFD��
���������±����DQG����±���PRUH�JHQHUDOO\���DQG�WKH�GRFXPHQWV�OLVWHG�LQ�Q���WKHUH�



$OWKRXJK�LQ�ODWHU�KDODNKLF�GHYHORSPHQWV��LW�EHFDPH�SRVVLEOH��DQG�HYHQ�W\SLFDO��WR�VHDO�
SDUWQHUVKLSV�E\�NLQ\DQ�VXGDU�RU�HYHQ�E\�WKH�YHUEDO�DJUHHPHQW�RI�WKH�SDUWQHUV��LW�LV�WKH�RULJLQDO�V\PEROLF�
DFW�RI�³SODFLQJ�LQ�D�SXUVH´�WKDW�$GOHU�DGDSWV�DV�WKH�FHQWUDO�OHJDO�ULWXDO�DFW�RI�E¶ULW�DKXYLP�����7KH�WZR�
SHUVRQV�EHLQJ�XQLWHG�LQ�PDUULDJH�HDFK�SODFH�D�SHUVRQDO�LWHP�RI�YDOXH�WKDW�UHSUHVHQWV�WKDW�LQGLYLGXDO¶V�
FRQWULEXWLRQ�RI�UHVRXUFHV�WR�WKH�SDUWQHUVKLS��WKLV�FRXOG�EH�DQ�LWHP�RI�SHUVRQDO�VLJQLILFDQFH��RU�WKH�
ZHGGLQJ�ULQJV�WKDW�WKH�FRXSOH�ZLOO�VXEVHTXHQWO\�ZHDU��LQWR�D�EDJ��WKH�WZR�WKHQ�OLIW�WKH�EDJ�WRJHWKHU�DQG�
WKHUHE\�HDFK�DFTXLUH�WKHLU�VKDUH�DQG�UHVSRQVLELOLWLHV�LQ�WKH�SDUWQHUVKLS��$JDLQ��WKHUH�LV�QR�DFTXLVLWLRQ�RI�
SHUVRQV��NLGGXVKLQ���EXW�UDWKHU�WKH�DFTXLVLWLRQ�RI�WKH�SDUWQHUVKLS��$GGLWLRQDOO\��WKH�GRFXPHQW�LQ�ZKLFK�WKH�
FRXSOH�GHWDLOV�WKHLU�FRPPLWPHQWV�DQG�REOLJDWLRQV�WR�HDFK�RWKHU�±�ZKLFK�$GOHU�UHIHUV�WR�DV�ERWK�D�
³SDUWQHUVKLS�GHHG´�DQG�D�³FRYHQDQW�GRFXPHQW�´����WKHUHE\�EULQJLQJ�WRJHWKHU�KHU�WZR�PHWDSKRULFDO�
VWUXFWXUHV�±�LV�DQ�HVVHQWLDO�DQG�FRQVWLWXWLYH�SDUW�RI�WKH�OHJDO�DFW��³7KH�E¶ULW�GRFXPHQW�LV�RQH�RI�WKH�
HOHPHQWV�WKDW�HIIHFWXDWHV�D�SDUWQHUVKLS�RI�HTXDOV�´����7KDW�LV��ZKHQ�WKH�FRXSOH�³SRRO�WKHLU�UHVRXUFHV´�DQG�
UDLVH�WKRVH�LWHPV�XS�WRJHWKHU��WKH\�WKHUHE\�DFTXLUH�WKHLU�VKDUH�LQ�WKH�SDUWQHUVKLS��EXW�DOVR�WKH�REOLJDWLRQV�
RI�WKH�SDUWQHUVKLS��ZKLFK�DUH�GHWDLOHG�LQ�WKH�GRFXPHQW��$PRQJ�WKH�VWLSXODWLRQV�$GOHU�UHFRPPHQGV�DUH�
VH[XDO�H[FOXVLYLW\��MRLQW�UHVSRQVLELOLW\�IRU�FKLOGUHQ��DQG�D�FRPPLWPHQW�WR�FDUH�IRU�RQH�DQRWKHU�WRZDUGV�WKH�
HQG�RI�OLIH��+RZHYHU��WKH�SURYLVLRQV�WKDW�WKH�FRXSOH�PDNH�WR�HDFK�RWKHU�DUH�DOVR�QHJRWLDEOH��ERWK�DW�WKH�
RXWVHW�DQG�RYHU�WKH�FRXUVH�RI�WKH�PDUULDJH���DV�ZLWK�DQ\�SDUWQHUVKLS�DJUHHPHQW��DQG�VKH�DOVR�HQFRXUDJHV�
FRXSOHV�WR�DGG�RU�YDU\�WKH�VWLSXODWLRQV�LQ�DFFRUGDQFH�ZLWK�WKHLU�LQGLYLGXDO�FLUFXPVWDQFHV��IRU�H[DPSOH��
WKH\�PLJKW�LQFOXGH�XQGHUVWDQGLQJV�UHJDUGLQJ�WKH�FDUH�DQG�VXSSRUW�RI�FKLOGUHQ�IURP�D�SUHYLRXV�UHODWLRQVKLS�
RU�RI�DQ�HOGHUO\�SDUHQW����

$V�QRWHG�DERYH��D�FULWLFDO�DGYDQWDJH�RI�SDUWQHUVKLS�ODZ�DV�D�PRGHO�IRU�PDUULDJH�LV�WKDW�LW�GRHV�QRW�
UHSOLFDWH�RQH�RI�WKH�RXWVWDQGLQJ�SUREOHPV�RI�WKH�NLGGXVKLQ�PRGHO��LW�LV�QRW�XQLODWHUDO�LQ�HLWKHU�LWV�SURFHVV�
RI�FUHDWLRQ�RU�LWV�SURFHVV�RI�GLVVROXWLRQ��-XVW�DV�HLWKHU�SDUWQHU�PD\�LQLWLDWH�SURFHHGLQJV�WR�HQG�WKH�
SDUWQHUVKLS�XQGHU�PRVW�FLUFXPVWDQFHV��VR�HLWKHU�SDUWQHU�KDV�WKH�DELOLW\�WR�LQLWLDWH�D�GLYRUFH�RI�D�PDUULDJH�
HQDFWHG�E\�E¶ULW�DKXYLP��$GOHU¶V�VXJJHVWHG�SURFHVV�IRU�GLVVROXWLRQ�RI�E¶ULW�DKXYLP�LV�JLYHQ�D�PXFK�EULHIHU�
GHVFULSWLRQ�WKDQ�WKH�FHUHPRQ\�WKDW�LQLWLDWHV�WKH�UHODWLRQVKLS��EXW�DW�LWV�FRUH�LV�WKH�DGMXGLFDWLRQ�RI�D�EHLW�
GLQ��³7KLV�SURFHGXUH�VKRXOG�EH�FRQGXFWHG�E\�D�FRXUW�RI�WKUHH�OHDUQHG�-HZV�´����,I�QHHGHG��WKH�FRXSOH�PD\�
WXUQ�WR�D�WUDLQHG�PHGLDWRU�RU�D�EHLW�GLQ��FKRVHQ�DFFRUGLQJ�WR�WKH�WUDGLWLRQDO�PHWKRG�RQH�MXGJH�VHOHFWHG�E\�
HDFK�RI�WKH�OLWLJDQWV�DQG�D�WKLUG�VHOHFWHG�E\�DJUHHPHQW�RI�WKH�ILUVW�WZR��WR�DVVLVW�WKHP�LQ�UHVROYLQJ�LVVXHV�
VXFK�DV�GLYLGLQJ�PDULWDO�SURSHUW\��DUUDQJHPHQWV�UHJDUGLQJ�FKLOGUHQ��DQG�DQ\�UHVLGXDO�ILQDQFLDO�
DUUDQJHPHQWV��7KH�GLVVROXWLRQ�RI�WKH�UHODWLRQVKLS�DQG�WKH�DJUHHG�XSRQ�WHUPV�VKRXOG�WKHQ�EH�GRFXPHQWHG�
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�����%HFDXVH�NLQ\DQ�VXGDU�ILJXUHV�LQ�WKH�WUDGLWLRQDO�FHUHPRQ\�LQFOXGLQJ�NLGGXVKLQ��ZKHQ�WKH�JURRP�DFFHSWV�XS�
KLPVHOI�WKH�REOLJDWLRQV�GHWDLOHG�LQ�WKH�NHWXEEDK���$GOHU�H[SUHVVHV�FRQFHUQ�IRU�WKH�SRVVLELOLW\�RI�D�PLVSHUFHSWLRQ�DV�WR�
WKH�QDWXUH�RI�WKH�DFW�EHLQJ�SHUIRUPHG�ZHUH�NLQ\DQ�VXGDU�WR�EH�XVHG��6LPLODUO\��LW�LV�QHDUO\�LPSRVVLEOH�IRU�D�PXWXDO�
DQG�VLPXOWDQHRXV�DFTXLVLWLRQ�RI�WKH�VRUW�WKDW�LV�LQVWHDG�XVHG�LQ�WKH�FHUHPRQ\�WR�EH�PLVWDNHQ�IRU�WKH�DFTXLVLWLRQ�RI�
NLGGXVKLQ�LWVHOI�
,�ZRXOG�DGG�DV�D�SHUVRQDO�REVHUYDWLRQ�WKDW�PXFK�DV�NLGGXVKLQ�LV�DQ�DFW�RI�DFTXLVLWLRQ�NLQ\DQ��EXW�DOVR�GLIIHUV�LQ�

VRPH�LPSRUWDQW�DVSHFWV�RI�OHJDO�IRUP�DQG�HIIHFW�IURP�PRVW�RWKHU�IRUPV�RI�NLQ\DQ�LQ�-HZLVK�ODZ��VR�WRR�WKH�XVH�RI�WKLV�
ROGHU��RULJLQDO�IRUP�LQ�WKH�PDULWDO�VKXWDIXW�FHUHPRQ\�FDQ�VHUYH�WR�PDUN�WKLV�DFW�DV�JURXQGHG�LQ�VKXWDIXW�IRU�LWV�OHJDO�
HIILFDF\�EXW�DOVR�DV�GLIIHUHQW�LQ�PHDQLQJ�DQG�HIIHFW�IURP�RWKHU�SXUHO\�HFRQRPLF�SDUWQHUVKLSV�XQGHU�-HZLVK�ODZ��)RU�
H[DPSOH��PXFK�DV�RWKHU�SXUFKDVHV�FDQ�EH�VKDUHG��UHVROG��UHQWHG�RU�OHQW�RXW��HWF��ZKLOH�WKLV�LV�QRW�WUXH�RI�D�ZLIH�
DFTXLUHG�E\�NLGGXVKLQ��VR�WRR�D�FRPPRQ�SDUWQHUVKLS�FDQ�LQYROYH�KRZHYHU�PDQ\�SHRSOH�DJUHH�WR�WDNH�SDUW�EXW�D�
PDULWDO�SDUWQHUVKLS�LV�EHWZHHQ�WZR�SDUWQHUV�RQO\�
�����$GOHU��(QJHQGHULQJ�-XGDLVP������
�����$GOHU��(QJHQGHULQJ�-XGDLVP������
�����$GOHU��(QJHQGHULQJ�-XGDLVP�������6HH�WKH�H[DPSOHV�SUHVHQWHG�ZLWK�WKH�PDUULDJH�GRFXPHQWV�LQ�$SSHQGL[�,,�
�����$GOHU��(QJHQGHULQJ�-XGDLVP������



E\�WKH�FRXUW�LQ�ERWK�+HEUHZ�DQG�WKH�YHUQDFXODU��DQG�WKH�GRFXPHQW�VLJQHG�E\�WZR�KDODNKLFDOO\�YDOLG�
ZLWQHVVHV����

&HUHPRQLDOO\��D�ZHGGLQJ�FRQGXFWHG�XVLQJ�HLWKHU�RI�WKHVH�RSWLRQV�SURFHHGV�LQ�D�PDQQHU�QHDUO\�
LGHQWLFDO�WR�D�ZHGGLQJ�XVLQJ�NLGGXVKLQ��ZLWK�WKH�FHQWUDO�VWDWHPHQW�RI�KLWNDGVKXW�RU�WKH�FUHDWLRQ�DFFHSWDQFH�
RI�WKH�VKXWDIXW�WDNLQJ�WKH�SODFH�LQ�WKH�SURFHVV�XVXDOO\�KHOG�E\�NLGGXVKLQ��)XOO�VWHS�E\�VWHS�GLUHFWLRQV�IRU�
VXFK�FHUHPRQLHV�DSSHDU�DV�$SSHQGL[�,�DW�WKH�HQG�RI�WKLV�WHVKXYDK����

9��$GGLWLRQDO�'HWDLOV�RQ�(IIHFWLQJ�DQG�'LVVROYLQJ�$OWHUQDWLYH�)RUPV�RI�+DODNKLF�-HZLVK�0DUULDJH

�,Q�WKLV�VHFWLRQ��WKHQ��,�GUDZ�WRZDUGV�D�FORVH�E\�DGGUHVVLQJ�VRPH�ILQDO�UHODWHG�LVVXHV�DQG�
UHTXLUHPHQWV��7KHVH�DUH�


�$�EOHVVLQJ�IRU�WKH�DFW�ELQGLQJ�WKH�PDUULDJH�

�)XUWKHU�GLVWLQJXLVKLQJ�WKLV�PDUULDJH�IURP�NLGGXVKLQ�

�'RFXPHQWV�

�'LYRUFH�

�$�FRQGLWLRQ�WKDW�PD\�EH�SODFHG�RQ�WKH�PDUULDJH�

�6WDQGDUGV�RI�5DEELQLF�3UDFWLFH

$�EOHVVLQJ�IRU�WKH�DFW�ELQGLQJ�WKH�PDUULDJH

%HIRUH�GHOLQHDWLQJ�D�FRPSOHWH�FHUHPRQ\��VRPH�ZRUGV�DUH�LQ�RUGHU�DERXW�WKH�TXHVWLRQ�RI�UHFLWLQJ�D�
EOHVVLQJ�WR�DFFRPSDQ\�WKLV�DFW��DV�KDSSHQV�LQ�D�PDUULDJH�E\�NLGGXVKLQ��7KH�ILUVW�NQRZQ�YHUVLRQ�RI�ELUNDW�
HUXVLQ��WKH�EHWURWKDO�EOHVVLQJ��DSSHDUV�LQ�E��.HW���E�

�y ʹʠ�ʤ�ʮʠ�ʩ�ʠʡ��ʩʸʮʠ�ʤʣʥʤʩ�ʡʸʣ�ʤʩʮʹʮ�ʥʤʩʩʥʸʺ��ʠʣʠ�ʡʸ�ʸʡ�ʤʡʸʥ�ʠʣʠ�ʡʸ�ʸʡ�ʯʩʡʸ�"ʪʸʡʮ�ʩʠʮ�ʯʩʱʥʸʩʠʤ�ʺʫʸʡ
�ʤʩʸʡ�ʠʧʠ�ʡʸ��ʯʩʹʥʣʷʥ�ʤʴʥʧ�ʩʣʩ�ʬʲ�ʺʥʠʥʹʰʤ�ʺʠ�ʥʰʬ�ʸʩʺʤʥ��ʺʥʱʥʸʠʤ�ʺʠ�ʥʰʬ�ʸʱʠʥ��ʺʥʩʸʲʤ�ʬʲ�ʥʰʥʶʥ�ʥʩʺʥʶʮʡ�ʥʰʹʣʷ

�̋ ʫʸʡʠ�ʤʥʤʣ�ʩʣʩʮ��ʭʩʺʧ�ʠʬʣ�ʯʠʮ��ʯʩʹʥʣʷʥ�ʤʴʥʧ�ʩʣʩ�ʬʲ�ʬʠʸʹʩ�ʹʣʷʮ�ʩ�ʠʡ��ʤʣʥʤʩ�ʡʸʣ�ʤʩʮʹʮ�ʤʡ�ʭʩʩʱʮ�ʠʡʸʣ
�ʠʹʥʣʩʷʠ�ʤʥʤʣ�ʩʣʩʮ��ʭʩʺʧʣ�ʯʠʮʥ��ʺʥʶʮ�ʺʫʸʡʠʥ�ʺʥʸʩʴ

7KH�HUXVLQ�EOHVVLQJ�±�ZKDW�GRHV�RQH�EOHVV"�5DYLQ�EDU�5DY�$GD�DQG�5DEEDK�EDU�5DY�$GD��ERWK�RI�
WKHP�VDLG�LQ�WKH�QDPH�RI�5DY�<HKXGDK��³%OHVVHG�DUH�\RX��$GRQDL��RXU�/RUG�6RYHUHLJQ�RI�WKH�
ZRUOG��:KR�VDQFWLILHG�XV�ZLWK�+LV�FRPPDQGPHQWV�DQG�FRPPDQGHG�XV�UHJDUGLQJ�WKH�IRUELGGHQ�
UHODWLRQV�>WKDW�LV��WKH�LQFHVWXRXV�DQG�RU�DGXOWHURXV�FRQQHFWLRQV�RXWOLQHG�LQ�/HY�����DQG���@��DQG�
IRUELG�XV�EHWURWKHG�ZRPHQ��DQG�SHUPLWWHG�XV�PDUULHG�ZRPHQ�E\�PHDQV�RI�KXSSDK�DQG�
NLGGXVKLQ�´�5DY�$KD�WKH�VRQ�RI�5DYD�FORVHG�LW�LQ�WKH�QDPH�RI�5DY�<HKXGDK��³%OHVVHG�DUH�\RX��
$GRQDL��:KR�VDQFWLILHV�,VUDHO�E\�PHDQV�RI�KXSSDK�DQG�NLGGXVKLQ����´
7KH�RQH�ZKR�GRHV�QRW�VHDO�LW�>DGG�D�ILQDO�EOHVVLQJ@�±�LW�LV�VLPLODU�WR�WKH�EOHVVLQJ�V��IRU�SURGXFH�RU�
WKH�EOHVVLQJ�V��IRU�FRPPDQGPHQWV��$QG�WKH�RQH�ZKR�GRHV�VHDO�±�LW�LV�VLPLODU�WR�NLGGXVK��IRU�
6KDEEDW�RU�D�KROLGD\��
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�����2Q�WKH�WH[W�RI�VXFK�D�GRFXPHQW��VHH�6HFWLRQ�9�DQG�$SSHQGL[�,,�EHORZ�
�����)RU�$GOHU�DQG�*UHHQVWHLQ¶V�RZQ�RXWOLQHV�RI�WKHLU�FHUHPRQLHV��VHH�$GOHU��(QJHQGHULQJ�-XGDLVP�����±���DQG�

*UHHQVWHLQ����±���
�����7KH�ZRUGV�³E\�PHDQV�RI�KXSSDK�DQG�NLGGXVKLQ´�GR�QRW�DSSHDU�LQ�WKH�9DWLFDQ�����PDQXVFULSW��DQG�LW�DOVR�

RPLWV�WKH�UHIHUHQFH�WR�*RG¶V�QDPH��L�H���WKH�FORVLQJ�EOHVVLQJ�WKHUH�LV�ʬʠʸʹʩ�ʹʣʷʮ�ʪʥʸʡ�±�%OHVVHG�LV�WKH�2QH�ZKR�
VDQFWLILHV�,VUDHO��6HH�IXUWKHU�GLVFXVVLRQ�EHORZ�



7KH�EOHVVLQJ�VDLG�WR�WKLV�GD\�LV�QHDUO\�LGHQWLFDO�LQ�ZRUGLQJ��DQG�IXQGDPHQWDOO\�LGHQWLFDO�LQ�LWV�LPSOLFDWLRQV�
DQG�PHDQLQJ�����<HW�WKH�WUDGLWLRQDO�OLWXUJ\�LV�QRW�DSSURSULDWH�IRU�WKH�SXUSRVH�RI�D�WUXO\�PXWXDO�DQG�
HJDOLWDULDQ�DFW�RI�FUHDWLQJ�D�PDULWDO�ERQG�����0RVW�QRWDEO\��LW�LV�ZRUGHG�LQ�VXFK�D�ZD\�DV�WR�VSHDN�LQ�D�
PDOH�YRLFH�DQG�DGGUHVV�RQO\�WKH�JURRP�DQG�PDOH�DWWHQGHHV�DW�WKH�FHUHPRQ\��,Q�RXU�FRQWH[W�KHUH��LWV�
FRQWHQW�ILWV�QHLWKHU�WKH�VSHFLILFV�RI�ZKDW�LV�DERXW�WR�KDSSHQ�QRU�WKH�QDWXUH�RI�WKH�HJDOLWDULDQ�FRPPLWPHQW�
WKH�FRXSOH�DUH�VHHNLQJ�WR�PDNH�WR�HDFK�RWKHU��$GOHU�GRHV�QRW�LQFOXGH�DQ�DOWHUQDWLYH�EOHVVLQJ�LQ�FHUHPRQ\�
�VKH�VXIILFHV�ZLWK�WKH�EOHVVLQJ�RYHU�ZLQH���ZKLOH�*UHHQVWHLQ�DUJXHV�IRU�D�UHYLVHG�YHUVLRQ�RI�WKH�FODVVLF�WH[W�
�IRU�KLV�VSHFLILF�VXJJHVWLRQ��VHH�Q������EHORZ���3UHVXPLQJ�WKDW�DFW�WKDW�ELQGV�D�FRXSOH�WRJHWKHU��ZKHWKHU�LW�
LV�KLWNDGVKXW�RU�EULW�VKXWDIXW��VKRXOG�EH�UHFRJQL]HG�DV�D�VDFUHG�DFW�DQG�D�VDFUHG�PRPHQW�IRU�ERWK�WKHP�DQG�
WKH�FRPPXQLW\��LW�VHHPV�WR�PH�RQO\�SURSHU�WKDW�WKHUH�RXJKW�WR�EH�D�EOHVVLQJ��OHDYLQJ�RQO\�WKH�TXHVWLRQ�RI�
ZKDW�WKDW�EOHVVLQJ�RXJKW�WR�EH�

2QH�YDOLG�RSWLRQ��DOUHDG\�DSSURYHG�E\�WKH�&-/6��ZRXOG�EH�WR�XVH�HLWKHU�RI�WKH�WZR�YHUVLRQV�RI�D�
EOHVVLQJ�RIIHUHG�E\�5DEELV�'RUII��1HYLQV��DQG�5HLVQHU�IRU�VDPH�VH[�FRXSOHV����

�̋ ʩ ʑyʘ ʡʍ �ʭʤʓ ʩ ʒh ʩʡʒ �ʭʩ ʑ̋ʘ ʍy ʫʖ ʤʔʘ �ʭʩʡʑʘ ʥʘ ʤʠʏ ʤʕʘʝ �ʭʩ ʑ̡ʘ ʒy ʤʕʘʝ �ʺʠʓ �ʪʍ ʒy ʡʕʘʝ ʥʘ �ʭʩʑʘ ʮʔʘ ʕ́ʘʝ ʤʔʘ �ʯʮʑʘ �ʪʕ ʍ́ʝ ʣʍ ʕ̫ʘ
ʝ
�ʯʥ ʖ̡ ʮʍʘ ʮʑʘ �ʤ ʕɹʘʝ ʩ ʑ̫ʘ ʍ́ʝ ʤʔʘ �ʥʘ ʰʩ ʒ̋ ʥʮʖ ʘ ʠʑʘ ʥʍ �ʥʘ ʰʩ ʒ̋ ʥʡʖ ʠʏ �ʩʤʒ ʬʖ ʠʥʒ �ʥʘ ʰʩʤʒ ʬʠ

�ʡʩʨʑʘ ʮʒʘ ʤʔʘ ʥʍ �ʡʩʨʖ ʘ ʤʔʘ �ʩʕʘ
ʝ
ʩʍ �ʤ ʕ̋ʘʝ ʠʔʘ �ʪʍ ʥʘ ʸʡʕʘʝ ��ʭʩʡʑʘ ʥʘ ʤʠʏ

2XU�*RG�DQG�*RG�RI�RXU�3DWULDUFKV�DQG�0DWULDUFKV��ORRN�GRZQ�IURP�<RXU�KRO\�DERGH��IURP�
KHDYHQ��DQG�EOHVV�WKHVH�ORYLQJ�FRPSDQLRQV�ZKR�DUH�WRJHWKHU�FUHDWLQJ�D�&RYHQDQW�RI�/RYHUV��
3UDLVHG�DUH�<RX��$GRQDL��ZKR�LV�JRRG�DQG�GRHV�JRRG�

�ʭʥʩʖ ʤʔʘ �ʣʧʔʘ ʩʔʘ �ʭʩʴ ʍ̋ ʔ̋ʘ ʍ́ʝ ʮʑʘʘ ʤʔʘ �ʭʩʡʖ ʥʘ ʤʠʏ ʤʕʘʝ �ʭʩ ʖ̡ ʒy ʤʕʘʝ ʺʠʓ �ʪʍ ʒy ʡʕʘʝ ʥʘ �ʭʩʑʘ ʮʔʘ ʕ́ʘʝ ʤʔʘ �ʯʮʑʘ �ʪʕ ʍ́ʝ ʣʍ ʕ̫ʘ
ʝ
�ʯʥ ʖ̡ ʮʍʘ ʮʑʘ �ʤ ʕɹʘʝ ʩ ʑ̫ʘ ʍ́ʝ ʤʔʘ �ʥʘ ʰʩ ʒ̋ ʥʮʖ ʘ ʠʑʘ ʥʍ �ʥʘ ʰʩ ʒ̋ ʥʡʖ ʠʏ �ʩʤʒ ʬʖ ʠʥʒ �ʥʘ ʰʩʤʒ ʬʠʖ

�ʡʩʨʑʘ ʮʒʘ ʤʔʘ ʥʍ �ʡʥʨʖ ʘ ʤʔʘ �ʩʕʘ
ʝ
ʩʍ �ʤ ʕ̋ʘʝ ʠʔʘ �ʪʍ ʥʘ ʸʡʕʘʝ ��ʺʥʘ ʲ ʒy ʡʍ ʥʘ �ʭʥʬʖ ʕ́ʘʝʝ ʡʍ �ʤʥʕʘʝ ʧʏ ʠʔ ʡʍ ʥʘ �ʤʡʕʘʝ ʤʏ ʠʔ ʡʍ �ʪʕ ʩ ʓh ʕɹʘʝ ʬʍ �ʥʡ ʍ́ʝ ʩʒ ʓ́ʝ �ʭʫʒ ʦʔʘ ʥʍ ��ʭʩʩʑʘ ʧʔʘ �ʺʥʘ ʴ ʕ̋ʘʝ ʥʘ ʝ́ ʡʍ

2XU�*RG�DQG�*RG�RI�RXU�3DWULDUFKV�DQG�0DWULDUFKV��ORRN�GRZQ�IURP�<RXU�KRO\�DERGH��IURP�
KHDYHQ��DQG�EOHVV�WKHVH�ORYLQJ�FRPSDQLRQV�ZKR�DUH�WRJHWKHU�SDUWLFLSDWLQJ�LQ�D�&RYHQDQW�RI�OLIH�
ORQJ�SDUWQHUVKLS��0D\�WKH\�GZHOO�EHIRUH�<RX�LQ�ORYH��KDUPRQ\��SHDFH��DQG�FRPSDQLRQVKLS��
3UDLVHG�DUH�<RX��$GRQDL��ZKR�LV�JRRG�DQG�GRHV�JRRG�

$GOHU�VXJJHVWV�WKDW�WKH�FRXSOH�XVH�WKH�WUDGLWLRQDO�EOHVVLQJ�VDLG�XSRQ�VHHLQJ�D�UDLQERZ��DV�WKH\�OLIW�WKH�EDJ�
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�����,W�KDV�WZR�DGGLWLRQV�
D��ʥʰʬ�ʺʥʠʥʹʰʤ�ʺʠ�ʥʰʬ�ʸʩʺʤʥ�±�DQG�SHUPLWWHG�WR�XV�ZRPHQ�PDUULHG�WR�XV��7KLV�DGGLWLRQ�HQWHUV�WKH�WUDGLWLRQ�LQ�WKH�

ULVKRQLF�SHULRG�DQG�LV�DWWULEXWHG�WR�5DEEHQX�7DP��,W�LV�PHDQW�WR�FODULI\�WKDW�QRW�DOO�PDUULHG�ZRPHQ�DUH��VH[XDOO\��
SHUPLWWHG�WR�D�PDQ��EXW�UDWKHU�WKDW�KLV�RZQ�ZLIH�EHFRPHV�SHUPLWWHG�WR�KLP�E\�PDUULDJH��DQG�QRW�MXVW�E\�NLGGXVKLQ��
E��LQ�WKH�FRQFOXGLQJ�EOHVVLQJ��ZKLFK�LV�QRZ�DFFHSWHG�E\�DOO�DV�SDUW�RI�WKH�EOHVVLQJ���ʬʠʸʹʩ�ʥʮʲ�ʹʣʷʮ�±�:KR�EOHVVHV�

+LV�SHRSOH�,VUDHO��7KLV�DGGLWLRQDO�ZRUG�GRHV�DSSHDU�LQ�WKH�3HVDUR�SULQWLQJ��������RI�WKH�7DOPXG�
�����%RWK�$GOHU�DQG�*UHHQVWHLQ�RIIHU�LPSRUWDQW�FULWLTXHV�RI�WKLV�EOHVVLQJ�DQG�LWV�LPSOLFDWLRQV�DERXW�WKH�QDWXUH�RI�

PDUULDJH�DQG�JHQGHU��$GOHU��(QJHQGHULQJ�-XGDLVP�����±����*UHHQVWHLQ����±����VHH�DOVR��±����6HH�DOVR�-DFREV�DQG�
$XVWULDQ����±���
,QGHHG��,�ILQG�LW�WHOOLQJ�WKDW�RXU�5DEEL¶V�0DQXDO�RIIHUV�³,QWHUSUHWDWLRQV´�UDWKHU�WKDQ��DQ\WKLQJ�HYHQ�DSSURDFKLQJ��D�

OLWHUDO�WUDQVODWLRQ�RI�WKLV�EOHVVLQJ�HYHQ�IRU�D�QRQ�HJDOLWDULDQ��QRQ�IXOO\�PXWXDOL]HG�FHUHPRQ\��0RUHK�'HUHNK��&���±��
�����6HH�WKHLU�EULHI�FRPPHQW�WR�WKH�HIIHFW�WKDW�WKH\�³KDYH�DYRLGHG�FUHDWLQJ�QHZ�EOHVVLQJ�IRUPXODV����´�'RUII��

1HYLQV��DQG�5HLVQHU���±���DFWXDO�YHUVLRQV�RI�WKH�EOHVVLQJ�DSSHDU�RQ����XVLQJ�³ʺʥʡʥʤʠʤ�ʺʥʲʸʤ´�IRU�D�FRXSOH�FRPSRVHG�
RI�WZR�IHPDOH�SDUWQHUV����������DJDLQ�IRU�IHPDOH�SDUWQHUV��DQG����



RI�SRROHG�LWHPV�WR�FUHDWH�WKHLU�SDUWQHUVKLS��ʥʸʮʠʮʡ�ʭʩʷʥ�ʥʺʩʸʡʡ�ʯʮʠʰʥ�ʺʩʸʡʤ�ʸʫʥʦ�ʤ´ʮʠ�ʤ´ʠʡ�%OHVVHG�DUH�<RX����
:KR�UHPHPEHUV�WKH�FRYHQDQW��DQG�LV�IDLWKIXO�WR�+LV�FRYHQDQW��DQG�IXOILOOV�+LV�ZRUG����

&RXOG�ZH��KRZHYHU��DOVR�KDYH�D�EOHVVLQJ�WKDW�PRUH�FORVHO\�KHZV�WR�WKH�IRUP�RI�WKH�WUDGLWLRQDO�
EOHVVLQJ"�7R�DQVZHU�WKLV�TXHVWLRQ��EHIRUH�WKHQ�SURYLGLQJ�D�VXJJHVWHG�QXVDFK�IRU�VXFK�D�EOHVVLQJ���ZH�
PXVW�FRQVLGHU�ERWK�WKH�JHQHUDO�WRSLF�RI�LQQRYDWLRQ�DURXQG�EOHVVLQJV�DQG�OLWXUJ\��DQG�DOVR�WKH�SDUWLFXODU�
QDWXUH�DQG�WH[W�RI�WKH�WUDGLWLRQDO�HUXVLQ�EOHVVLQJ��7KH�WZR�PRVW�UHOHYDQW�&-/6�WHVKXYRW�IRU�WKLV�WRSLF�DUH�
³&RPPHPRUDWLQJ�WKH�6KRDK�´�E\�5DEEL�%HQ�=LRQ�%HUJPDQ��DGRSWHG�E\�WKH�&-/6�LQ�������DQG�
³5HJDUGLQJ�WKH�,QFOXVLRQ�RI�WKH�1DPH�RI�WKH�0DWULDUFKV�LQ�WKH�)LUVW�%OHVVLQJ�RI�WKH�ʤʣʩʮʲ�´�E\�-RHO�
5HPEDXP��DGRSWHG�LQ����������

7KH�WRSLF�RI�WKH�ILUVW�RI�WKHVH�LV�FUHDWLQJ�D�EOHVVLQJ�WR�DFFRPSDQ\�WKH�OLJKWLQJ�RI�D�PHPRULDO�
FDQGOH�RQ�<RP�+D6KRDK��DQG�PRUH�SDUWLFXODUO\�D�SURSRVDO�WKDW�WKH�EOHVVLQJ�EH�FRQVWUXFWHG�LQ�WKH�IRUP�RI�
D�EOHVVLQJ�EHIRUH�SHUIRUPLQJ�D�FRPPDQGHG�ULWXDO�DFW���ʭʥʩ��ʬʹ�ʸʰ�ʷʩʬʣʤʬ�ʥʰʥʶʥ�ʥʩʺʥʶʮʡ�ʥʰʹʣʷ�ʸʹʠ�ʤ´ʮʠ�ʤ´ʠʡ
ʤʠʥʹ�ʤ�%OHVVHG�DUW�<RX��/RUG�RXU�*RG��.LQJ�RI�WKH�8QLYHUVH��ZKR�KDV�VDQFWLILHG�XV�E\�+LV�
FRPPDQGPHQWV�DQG�KDV�FRPPDQGHG�XV�WR�OLJKW�WKH�ODPS�RI��WKH�5HPHPEUDQFH�'D\�RI�WKH��6KRDK��7KLV�
%HUJPDQ�IRUFHIXOO\�UHMHFWV��LQ�WKDW�VXFK�D�EOHVVLQJ�ZRXOG�VXJJHVW�WKDW�WKLV�QHZ�ULWXDO�VKRXOG�EH�WUHDWHG�DV�
D�ʤʥʶʮ��WKDW�LV��D�KDODNKLFDOO\�REOLJDWHG�DFW��ZKLFK�LW�LV�QRW�����6LQFH��KRZHYHU��ELUNDW�HUXVLQ�LV�DOUHDG\�
IUDPHG�LQ�WKLV�ZD\�DV�D�EOHVVLQJ�IRU�D�PLW]YDK��DOEHLW�TXLWH�SUREOHPDWLFDOO\��DV�ZLOO�EH�GLVFXVVHG�VKRUWO\�
EHORZ���,�EHOLHYH�WKHUH�LV�D�GLIIHUHQFH�EHWZHHQ�WKLV�FDVH�DQG�RQH�LQ�ZKLFK�DQ�HQWLUHO\�QHZ�PLW]YDK�
EOHVVLQJ�ZRXOG�EH�FRPSRVHG��WKDW�LV��,�DP�QRW�DGGLQJ�D�PLW]YDK�KHUH��WR�WKH�H[WHQW�WKHUH�HYHQ�LV�D�PLW]YDK�
KHUH��DJDLQ��VHH�EHORZ���EXW�UDWKHU�UHIUDPLQJ�LW�LQ�OLJKW�RI�RXU�HJDOLWDULDQ�XQGHUVWDQGLQJ�

7KH�FRQFHUQ�WKHUHIRUH�EHFRPHV�WKDW�RI�FKDQJLQJ��VRPH�RI��WKH�ZRUGLQJ�RI�WKH�DOUHDG\�H[WDQW�
EOHVVLQJ��+HUH�5HPEDXP¶V�WHVKXYDK�LV�UHOHYDQW�LQ�WKDW�LW�FRQVLGHUV�DOWHULQJ�WKH�ZRUGLQJ�RI�DQ�DOUHDG\�
HVWDEOLVKHG�EOHVVLQJ�ZLWKLQ�WKH�GDLO\�SUD\HU�OLWXUJ\��$OWKRXJK�WKH�SRLQW�DW�LVVXH�LQ�WKH�WHVKXYDK�LV�VSHFLILF�
WR�WKH�OLWXUJ\�DQG�HYHQ�PRUH�VR�WKH�FRPSRVLWLRQ�RI�WKH�$PLGDK��ZKLFK�KDV�LWV�RZQ�ERG\�RI�KDODNKLF�
UHJXODWLRQV�WKDW�WKHUHIRUH�PLJKW�QRW�FDUU\�RYHU�GLUHFWO\�WR�RXU�FDVH��QRQHWKHOHVV�LW�OD\V�RXW�JXLGHOLQHV�IRU�
HYDOXDWLQJ�SURSRVHG�FKDQJHV�WKDW�FRXOG�EH�DSSOLHG�KHUH�

���WKH�QRWLRQ�RI�OLWXUJLFDO�YDULDWLRQ�LV�QRW�UHMHFWHG�E\�7DOPXGLF�WUDGLWLRQ��7KH�5DPEDP�DQG�KLV�
FRPPHQWDWRUV�DUH�WROHUDQW�RI�OLWXUJLFDO�FKDQJH�DV�ORQJ�DV�LW�WDNHV�SODFH�ZLWKLQ�FHUWDLQ�QRUPDWLYH�
SDUDPHWHUV���7KH�LQFOXVLRQ�RI�UHIHUHQFHV�WR�WKH�0DWULDUFKV�LQ�WKH�ʺʥʡʠ�EOHVVLQJ�RI�WKH�ʤʣʩʮʲ�LQ�QR�
ZD\�FKDQJHV�WKH�ʯʩʰʲ�RI�WKH�SUD\HU���WKH�ODQJXDJH�RI�WKH�EOHVVLQJ��LQFOXGLQJ�UHIHUHQFHV�WR��ʭʹ
ʺʥʫʬʮʥ��UHPDLQV�XQFKDQJHG��DQG�WKH�ʤʧʩʺʴʚʤʮʩʺʧ�VWUXFWXUH�RI�WKH�EOHVVLQJ��UHTXLUHG�E\�YLUWXH�RI�LWV�
EHLQJ�WKH�ILUVW�LQ�D�VHTXHQFH�RI�EOHVVLQJV��UHPDLQ�LQWDFW�´������

7KXV��LI�ZH�ZHUH�WR�IROORZ�VRPHWKLQJ�OLNH�WKH�JXLGHOLQHV�VHW�RXW�E\�5HPEDXP��DQ�DGDSWHG�EOHVVLQJ�ZRXOG�
KDYH�WR�PDLQWDLQ�WKH�VXEMHFW�RI�WKH�RULJLQDO��DQG�LWV�SHWLNKDK�KDWLPDK�VWUXFWXUH��ERWK�LQ�WHUPV�RI�VWUXFWXUH�
DQG�WKHPH��
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�����$GOHU��(QJHQGHULQJ�-XGDLVP�������2EYLRXVO\��WKH�WKHPHV�RI�FRYHQDQW�DQG�IDLWKIXOQHVV�LQ�WKLV�EOHVVLQJ�PDWFK�
WKH�FRYHQDQW�DQG�UHFLSURFDO�SOHGJHV�RI�IDLWKIXOQHVV�EHLQJ�PDGH�EHWZHHQ�WKH�FRXSOH�
�����KWWSV���ZZZ�UDEELQLFDODVVHPEO\�RUJ�VLWHV�GHIDXOW�ILOHV�DVVHWV�SXEOLF�KDODNKDK�WHVKXYRW����������EHUJPDQBVK

RDK�SGI�DQG�
KWWSV���ZZZ�UDEELQLFDODVVHPEO\�RUJ�VLWHV�GHIDXOW�ILOHV�DVVHWV�SXEOLF�KDODNKDK�WHVKXYRW����������UHPEDXPBPDWULDUF
KV�SGI�UHVSHFWLYHO\�
�����³:KLOH�,�FHUWDLQO\�EHOLHYH�WKDW�-HZV�VKRXOG�UHPHPEHU�WKH�+RORFDXVW�DQG�FRPPHPRUDWH�LW��,�DP�QRW�UHDG\�WR�

DVVHUW�WKDW�LW�PXVW�EH�FRPPHPRUDWHG�LQ�SUHFLVHO\�WKDW�PDQQHU��7KH�RWKHU�VLGH�RI�WKH�FRLQ�LV�WKDW�HYHU\�PLW]YDK�LPSOLHV�
DQ�ʤʸʡʲ��D�WUDQVJUHVVLRQ��IRU�LWV�EUHDFK��%\�FUHDWLQJ�VXFK�D�FHUHPRQ\�DQG�DWWDFKLQJ�VXFK�D�ʤʫʸʡ�WR�LW��ZH�DUH�LPSO\LQJ�
WKDW�HYHU\�-HZ�ZKR�GRHV�QRW�OLJKW�VXFK�D�FDQGOH�RQ�<RP�+DVKRDK�KDV�EHHQ�JXLOW\�RI�QRQ�SHUIRUPDQFH�RI�D�PLW]YDK��
QR�PDWWHU�ZKDWHYHU�RWKHU�PHDQV�KH�VKH�XWLOL]HV�WR�REVHUYH�WKH�GD\�´������



7KLV��WKRXJK��EULQJV�XV�WR�RQH�IXUWKHU�VHW�RI�SUREOHPV��$�QXPEHU�RI�WKLQJV�DERXW�WKH�WUDGLWLRQDO�
WH[W�DQG�SUDFWLFH�RI�VD\LQJ�ELUNDW�HUXVLQ�ZHUH�SX]]OLQJ�WR�FRPPHQWDWRUV�DQG�WKHUH�LV�H[WHQVLYH�GHEDWH�
DERXW�LW�DPRQJ�WKH�ULVKRQLP�FODVVLFDO�SRVNLP��2QH�PD\�EHJLQ�E\�QRWLQJ�WKDW�WKH�7DOPXGLF�SDVVDJH�
FRQVLGHUV�ZKHWKHU�WKH�EOHVVLQJ�LV�PRUH�OLNH�WKH�RQH�OLQH�EOHVVLQJV�RI�JUDWLWXGH�VDLG�EHIRUH�FRQVXPLQJ�IRRG�
RU�SHUIRUPLQJ�D�FRPPDQGHG�DFW��VHH�E��3HV�����D�DQG�5DVKL��ʠʩʤ�ʤʠʣʥʤ�ʤ´ʣ���RU�PRUH�OLNH�WKH�NLGGXVK�VDLG�
DW�WKH�EHJLQQLQJ�RI�6KDEEDW�RU�D�KROLGD\�ZKLFK�HQFRPSDVVHV�VRPHZKDW�PRUH�H[WHQGHG�SUDLVH�RI�6KDEEDW�
DQG�*RG�IRU�KDYLQJ�JLYHQ�XV�6KDEEDW��LW�GRHV�QRW�VD\�WKDW�WKH�EOHVVLQJ�LV�RQH�RI�WKHVH�VRUWV�RI�EOHVVLQJV��
LQFOXGLQJ�D�EOHVVLQJ�RYHU�D�FRPPDQGPHQW��:KLOH�VRPH�ULVKRQLP�SRVNLP�±�SHUKDSV�QRW�VXUSULVLQJO\�
LQFOXGLQJ�WKH�5DPEDP��VHH�+LONKRW�,VKXW�������±�QRQHWKHOHVV�GR�XQGHUVWDQG�LW�DV�ELUNDW�KDPLW]YDK��PRVW�
GR�QRW�HQGRUVH�WKLV�SRVLWLRQ��RU�GR�VR�SDUWLDOO\�DW�EHVW�����7KH�5RVK��7RVDIRW�KD5RVK�WR�.LG���E��LQ�
SDUWLFXODU�JDWKHUV�LQ�RQH�SODFH�D�QXPEHU�RI�DUJXPHQWV�WKDW�FRXOG�EH�PDGH�DJDLQVW�VXFK�DQ�LQWHUSUHWDWLRQ�


�$�EOHVVLQJ�IRU�D�PLW]YDK�LV�W\SLFDOO\�PDGH�SULRU�WR�WKH�SHUIRUPDQFH�RI�WKH�PLW]YDK���y ʡʥʲ
ʯʺʩʹʲʬ���EXW�WKHUH�ZDV�D�FRPPRQ�SUDFWLFH�WKURXJKRXW�WKH�ULVKRQLF�SHULRG�WR�VD\�WKLV�EOHVVLQJ�DIWHU�
WKH�NLGGXVKLQ�WRRN�SODFH����

�7KH�WH[W�RI�WKH�EOHVVLQJ�LV�LQFRQVLVWHQW�ZLWK�WKH�VWDQGDUG��H[SHFWHG�IRUP�RI�ELUNDW�KDPLW]YDK��LQ�
QR�RWKHU�FDVH�GR�ZH�EOHVV�RYHU�D�QHJDWLYH�FRPPDQGPHQW�DQG�RU�ZKDW�LV�IRUELGGHQ��WKH�DUD\RW���
EXW�UDWKHU�EOHVV�IRU�WKH�SRVLWLYH�DFW�ZH�KDYH�EHHQ�FRPPDQGHG�WR�GR��L�H���WKH�RSHQLQJ�³:KR�KDV�
VDQFWLILHG�XV�ZLWK�+LV�FRPPDQGPHQWV�DQG�FRPPDQGHG�XV���´�LV�W\SLFDOO\�IROORZHG�E\�HLWKHU�D��
³UHJDUGLQJ�WKH�GRLQJ�RI�DFW�[�´�RU�E��³WR�GR�DFW�\´�����

�:K\�GRHV�WKH�EOHVVLQJ�PHQWLRQ�KXSSDK��ZKHQ�KXSSDK�LV�QRW�SDUW�RI�WKH�NLGGXVKLQ"�7KDW�LV��
KXSSDK�LQ�WKLV�FRQWH[W�PHDQV�WKH�QXSWLDOV��FHQWHUHG�DURXQG�WKH�VKHYD�EHUDNKRW��DQG�LV�D�VHSDUDWH�
OHJDO�DFW�SDUW�RI�WKH�FHUHPRQ\��LQGHHG�DW�VRPH�SRLQWV�LQ�-HZLVK�KLVWRU\�WKLV�WRRN�SODFH�VRPH�WLPH�
VLJQLILFDQWO\�DIWHU�WKH�NLGGXVKLQ�ZDV�HQDFWHG��+RZ�FDQ�RQH�VD\�ELUNDW�KDPLW]YDK�IRU�D�³PLW]YDK´�
RQH�LV�QRW�SHUIRUPLQJ�±�RU��LI�WKH�PLW]YDK�LV�XQGHUVWRRG�DV�PDUU\LQJ��QRW�FRPSOHWLQJ�±�LQ�WKH�
PRPHQW"

�,V�WKHUH�D�³PLW]YDK´�WR�SHUIRUP�NLGGXVKLQ��RU�KXSSDK�IRU�WKDW�PDWWHU��DW�DOO"�7KH�WUXH�PLW]YDK��
KH�DUJXHV��LV�IRU�D�PDQ�WR�SURFUHDWH��ʥʡʸʥ�ʥʸʴ���:KLOH�PDUULDJH�LV�WKH�PRVW�DSSURSULDWH�PHDQV�WR�
WKDW�HQG��LI�D�PDQ�ZHUH�WR�IDWKHU�FKLOGUHQ�RXWVLGH�WKH�ERXQGV�RI�PDUULDJH��E\�D�SLOHJHVK��IRU�
H[DPSOH��KH�ZRXOG�QRQHWKHOHVV�KDYH�IXOILOOHG�KLV�REOLJDWLRQ��&RQYHUVHO\��ELUNDW�HUXVLQ�LV�VDLG�
HYHQ�DW�D�NLGGXVKLQ�EHWZHHQ�D�FRXSOH�ZKR�DUH�QRW�H[SHFWHG�WR�EH�DEOH�WR�SURFUHDWH��DV��IRU�
H[DPSOH��LI�WKH�ZRPDQ�LV�SDVW�WKH�DJH�RI�PHQRSDXVH�RU�HLWKHU�SDUWQHU�LV�NQRZQ�WR�EH�LQIHUWLOH���
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�����$�WKRURXJK�DQG�FOHDU�VXPPDU\�RI�WKH�YLHZV�RI�WKH�ULVKRQLP�DQG�ODWHU�KDODNKLF�GHEDWH�RQ�WKLV�TXHVWLRQ�FDQ�EH�
IRXQG�LQ�5DEEL�'RY�/LQ]HU��³0D\�D�:RPDQ�5HFLWH�%LUNDW�(LUXVLQ"´��KWWSV���OLEUDU\�\FWRUDK�RUJ�OLQGHQEDXP�PD\�D�
ZRPDQ�UHFLWH�ELUNDW�HLUXVLQ��
�����5DPEDP��FRQVLVWHQW�ZLWK�KLV�SRVLWLRQ��UXOHV�WKDW�WKH�EOHVVLQJ�VKRXOG�EH�VDLG�SULRU�WR�WKH�NLGGXVKLQ��2WKHUV�

H[SODLQ�WKDW�WKLV�FDVH�LV�DQRPDORXV�LQ�WKDW�IXOILOOPHQW�RI�WKH�³PLW]YDK´�±�WKH�NLGGXVKLQ�±�GRHV�QRW�UHO\�RQO\�RQ�WKH�
JURRP¶V�LQWHQW�WR�SHUIRUP�LW��EXW�UDWKHU�FDQQRW�EH�LQVXUHG�XQWLO�WKH�EULGH�KDV�DFFHSWHG��DQG�WKDW�D�EOHVVLQJ�EHIRUHKDQG�
ZRXOG�EHFRPH�D�EUDNKDK�O¶YDWHODK�LI�VKH�ZHUH�WR�UHIXVH�DQG�KHQFH�VKRXOG�EH�SRVWSRQHG�XQWLO�DIWHU�
�����6HH�DOVR�WKH�+LGGXVKHL�KD5LWED��.HW���E���ZKR�DGGUHVVHV�WKLV�SRLQW��DQG�SHUKDSV�DOVR�WKH�TXHVWLRQ�RI�ZKHWKHU�

WKHUH�LV�D�FRPPDQGPHQW�LQYROYHG�KHUH�DW�DOO��VHH�EHORZ��ZKHQ�KH�FRPPHQWV��³ʥʰʸʩʤʦʤ�ʥʮʫ�ʠʬʠ�ʥʰʩʠ�ʥʰʥʶʥ�ʸʮʥʠʹ�ʤʮʹ´�±�
SHUKDSV�ZKHQ�KH�VD\V�³DQG�KDV�FRPPDQGHG�XV´�LW�LV�DFWXDOO\�>LQWHQGHG�WR�PHDQ�VRPHWKLQJ@�OLNH�³DQG�KDV�SURKLELWHG�
XV�FDXWLRQHG�XV�>DJDLQVW@���´
)XUWKHU�RQ��KH�DOVR�QRWHV�WKDW�WKH�OHQJWK�RI�WKH�EOHVVLQJ��DQG�WKH�QHHG�IRU�ERWK�D�SHWLNKDK��DQ�RSHQLQJ�RI�³%OHVVHG�

DUH�<RX���´��DQG�D�KDWLPDK��D�FORVLQJ�OLQH�DJDLQ�VWDUWLQJ�ZLWK�³%OHVVHG�DUH�<RX���´���DV�EHFDPH�WKH�DFFHSWHG�FXVWRP��
LV�DW\SLFDO�RI�ELUNDW�KDPLW]YDK��D�SRLQW�DOVR�DOUHDG\�KLQWHG�DW�LQ�WKH�7DOPXGLF�VXJ\D�LWVHOI��DQG�VHH�DOVR�5DVKL¶V�
FRPPHQWDU\�ERWK�LQ�WKLV�ORFDWLRQ�DQG�WR�3HV�����D��ʠʩʤ�ʤʠʣʥʤ�ʤ´ʣ��



7KHUHIRUH��ELUNDW�HUXVLQ�FDQQRW�EH�PDUNLQJ�D�PLW]YDK�WKDW�LV�EHLQJ�IXOILOOHG�E\�YLUWXH�RI�WKH�
NLGGXVKLQ�LQ�DQG�RI�LWVHOI�

�2QH�DGGLWLRQDO�SRLQW�UDLVHG�E\�VHYHUDO�RWKHU�ULVKRQLP�WKRXJK�QRW�WKH�5RVK��VHH�+LGGXVKHL�
KD5LWED�DQG�+LGGXVKHL�KD5D¶DK�WR�.HW���E���LI�WKLV�LV�ELUNDW�KDPLW]YDK��KRZ�FDQ�DQ\RQH�RWKHU�
WKDQ�WKH�JURRP�VD\�LW"�1R�RQH�HOVH�LV�SHUIRUPLQJ�WKLV�DFW��HYHQ�RQ�KLV�EHKDOI����

,Q�OLJKW�RI�WKHVH�FKDOOHQJHV��WKH�PRUH�FRPPRQ�ZD\�WR�XQGHUVWDQG�WKLV�EOHVVLQJ�LV�DV�ELUNDW�KDVKHYDK�±�D�
EOHVVLQJ�RI�SUDLVH�VXFK�DV�ZH�RIIHU�IRU�YDULRXV�HYHQWV�RU�SKHQRPHQD�ZKLFK�LQVSLUH�JUDWLWXGH�DQG�RU�DZH�
WRZDUGV�*RG�±�RU�D�VRUW�RI�³K\EULG´�EOHVVLQJ�WKDW�SUDLVHV�*RG�LQ�SODFH�RI�WKH�ELUNDW�KDPLW]YDK�WKDW�D�
UHOLJLRXVO\�VLJQLILFDQW�DFW�VXFK�DV�WKLV�ZRXOG�VHHP�WR�GHPDQG�EXW�ZKLFK�LV�QRW�HQWLUHO\�DSSURSULDWH�KHUH�
IRU�WKH�UHDVRQV�MXVW�GLVFXVVHG��0XFK�DV�NLGGXVK�KD\RP�³IUDPHV´�DQG�WKDQNV�*RG�IRU�WKH�LQKHUHQW�VDQFWLW\�
RI�6KDEEDW�<RP�7RY�WKDW�ZH�DUH�FRPPDQGHG�WR�UHFRJQL]H�EXW�GR�QRW�RXUVHOYHV�FUHDWH��VR�WRR�WKLV�EOHVVLQJ�
SUHVHQWV�ZKDW�LV�KDSSHQLQJ�DV�WKLV�FRXSOH�PDUULHV�DV�D�PRPHQW�RI�SHUVRQDO�RU�HYHQ�FRPPXQDO�KDSSLQHVV�
DQG�VLWXDWHV�LW�ZLWKLQ�D�IUDPHZRUN�RI�7RUDK��REOLJDWLRQ��DQG�WKH�UHODWLRQVKLS�RI�WKH�-HZLVK�SHRSOH�ZLWK�
*RG�

:KDW�WKHQ�LV�WKDW�IUDPHZRUN"�2QO\�RQFH�ZH�DWWHPSW�WR�DQVZHU�WR�WKLV�TXHVWLRQ�PD\�ZH�UHWXUQ�WR�
5HPEDXP¶V�REVHUYDWLRQ�UHJDUGLQJ�OLWXUJLFDO�FKDQJH��ZKHQ�ZH�DOWHU�WKH�ZRUGLQJ�RI�D�EOHVVLQJ�RU�SUD\HU�LQ�
VXFK�DV�ZD\�WKDW�WKH�RULJLQDO�VXEMHFW��WKHPH��DQG�VWUXFWXUH�RI�WKH�RULJLQDO�DUH�PDLQWDLQHG��VXFK�D�FKDQJH�
FDQ�EH�DFFHSWDEOH�DQG�HYHQ�WKHRORJLFDOO\�SUHIHUDEOH��,�ZRXOG�VXJJHVW�WKDW�WKH�WUDGLWLRQDO�ELUNDW�HUXVLQ�
HQFRPSDVVHV�RQH�RYHU�DUFKLQJ�SRLQW��LQ�PXOWLSOH�GLPHQVLRQV��QRW�DOO�SHUVRQV�DUH�RU�VKRXOG�EH�SHUPLWWHG�WR�
HDFK�RWKHU�VH[XDOO\�DQG�URPDQWLFDOO\��)LUVW��FHUWDLQ�SHUVRQV�DUH�DOZD\V�IRUELGGHQ�WR�XV�E\�YLUWXH�RI�WKHLU�
UHODWLRQVKLS�WR�XV�E\�EORRG�RU�PDUULDJH�WR�RXU�EORRG�UHODWLYHV�RU�E\�WKHLU�SULRU�FRPPLWPHQW�WR�DQRWKHU�
SHUVRQ��&RQFRPLWDQWO\��ZKHQ�ZH�RXUVHOYHV�VHHN�WR�PDUU\��ZH�PXVW�FKRRVH�DQ�DSSURSULDWH�SDUWQHU��
)XUWKHU��E\�PDUU\LQJ��ZH�EHFRPH�FRPPLWWHG�H[FOXVLYHO\�WR�RXU�FKRVHQ�SDUWQHU��ZKLFK�ZH�QRZ�XQGHUVWDQG�
DV�D�PXWXDO�FRPPLWPHQW��DQG�QRW�MXVW�DQ�REOLJDWLRQ�RI�D�ZRPDQ�LQ�D�KHWHURVH[XDO�PDUULDJH��±�DQG�RWKHU�
SRWHQWLDO�SDUWQHUV�EHFRPH�IRUELGGHQ�WR�XV��DQG�XV�WR�WKHP���)LQDOO\��ZKHQ�WZR�SHUVRQV�FRPH�WRJHWKHU�LQ�
PDUULDJH��WKH\�FUHDWH�D�QHZ�ZHE�RI�UHODWLRQVKLSV�QRW�RQO\�ZLWK�HDFK�RWKHU�EXW�ZLWK�HDFK�RWKHU¶V�H[WHQGHG�
IDPLO\��VXFK�WKDW�SHUVRQV�ZKR�ZHUH�SUHYLRXVO\�XQUHODWHG�EHFRPH�UHODWHG�DQG�UHODWLRQV�ZLWK�DQ\�RI�WKRVH�
SHUVRQV�ZRXOG�QRZ�EH�QRW�RQO\�DQ�DGXOWHURXV�EHWUD\DO�RI�RXU�SDUWQHU��EXW�HIIHFWLYHO\��DQG�DIIHFWLYHO\��
LQFHVWXRXV��7KH�EOHVVLQJ�DOVR�IUDPHV�RXU�REVHUYDQFH�RI�WKHVH�OLPLWDWLRQV�DV�D�'LYLQHO\�JLYHQ�PHDQV�WR�
EULQJ�KROLQHVV�LQWR�RXU�OLYHV�DQG�WR�EH�PDGH�KRO\�E\�WKH�+RO\�2QH�

1RQH�RI�WKHVH�DVVXPSWLRQV�DUH�LQFRPSDWLEOH�ZLWK�±�LQGHHG��WKH\�DUH�ILQDOO\�UHFRJQL]HG�WR�EH�IXOO\�
PXWXDO�DQG�ELQGLQJ�RQ�ERWK�SDUWLHV�HTXDOO\�E\�±�PDUULDJH�E\�KLWNDGVKXW�RU�%¶ULW�$KXYLP��$V�*UHHQVWHLQ�
ZULWHV��³7KH�ILUVW�SKUDVH�±�Y¶W]LYDQX�¶DO�KD�¶DUD\RW�±�VKRXOG�EH�SUHVHUYHG����7KH�EHJLQQLQJ�RI�WKLV�
EOHVVLQJ��E\�GHFODULQJ�*RG�KDV�FRPPDQGHG�XV�WR�UHVSHFW�FHUWDLQ�VH[XDO�UHODWLRQVKLSV��GLIIHUHQWLDWHV�
EHWZHHQ�WKH�KRO\�DQG�WKH�SURIDQH�LQ�WKLV�FHQWUDO�UHDOP�´�$V�IRU�WKH�FRQWLQXDWLRQ�RI�WKH�EOHVVLQJ��KH�QRWHV�
WKDW�LWV�DQGURFHQWULF�ZRUGLQJ�GHPDQGV�PRGLILFDWLRQ��EXW�QRQHWKHOHVV�UHPDLQV�FRQFHSWXDOO\�PHDQLQJIXO�LQ�
WKDW�³,W�VHQVLWL]HV�XV�>DQG��VLF@�PDNHV�H[SOLFLW�WKH�VLJQLILFDQFH�RI�WKH�FRQVHQW�DQG�DFTXLHVFHQFH�JLYHQ�E\�
HDFK�SDUWQHU�LQ�WKH�PDUULDJH�WR�WKH�RWKHU�´����$Q�DOWHUQDWLYH�ZRXOG�LGHDOO\�DFKLHYH�WZR�HQGV��)LUVW��LW�PXVW�
HPSKDVL]H�ZKDW�LW�DERXW�WR�WDNH�SODFH�DV�D�FHUHPRQ\�GLVWLQFW�IURP�WUDGLWLRQDO�NLGGXVKLQ��D�EOHVVLQJ�WRR�
FORVH�WR�WKH�RULJLQDO�³UXQV�WKH�ULVN�RI�EOXUULQJ�WKH�GLVWLQFWLRQ�EHWZHHQ�WUDGLWLRQ�TLGGXVKLQ�DQG�WKLV�
DOWHUQDWLYH�´�<HW�LW�PXVW�DOVR�DUWLFXODWH�WKRVH�FRQFHSWV�DQG�FRPPLWPHQWV�DURXQG�VH[XDOLW\�DQG�PDULWDO�
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�����$JDLQ�QRW�VXUSULVLQJO\��WKH�5DPEDP�UXOHV�WKDW�WKH�RQH�SHUIRUPLQJ�WKH�NLGGXVKLQ��WKH�JURRP�RU�KLV�HPLVVDU\��LV�
WKH�RQH�WR�VD\�WKH�EOHVVLQJ��+H�LV��KRZHYHU��GHFLGHGO\�LQ�WKH�PLQRULW\�DPRQJ�KLV�FRQWHPSRUDULHV�LQ�WKLV�SRVLWLRQ�
�����*UHHQVWHLQ����������7KH�ODWWHU�SRLQW�DOVR�VSHDNV�WR�DQRWKHU�TXHVWLRQ�*UHHQVWHLQ�UDLVHV�DERXW�WKH�EOHVVLQJ��H�J��

WKDW�LW�GHFODUHV�VH[XDO�UHODWLRQV�IRUELGGHQ�LQ�DQ\�VLWXDWLRQ�RWKHU�WKDQ�DIWHU�QLVVXLQ���EXW�RQH�ZKLFK�,�GR�QRW�ZLVK�WR�
DGGUHVV�GLUHFWO\�KHUH��³ZKDW�FDQ�LW�FRQYH\�LQ�D�FXOWXUH�ZKLFK�DOORZV�DQG�HYHQ�H[SHFWV�FRXSOHV�WR�OLYH�LQWLPDWHO\�ZLWK�
RQH�DQRWKHU�EHIRUH�PDUULDJH"´



SDUWQHUVKLS�WKDW�DUH�EHLQJ�UHWDLQHG�DQG�PXWXDOL]HG��³,W�ZRXOG�FHOHEUDWH�WKH�PRPHQW�XQGHU�WKH�KXSSDK�
ZKHQ�HDFK�SDUWQHU�LV�FDOOHG�WR�IRFXV�HQWLUHO\�RQ�WKH�RWKHU��ZLWKRXW�D�WKRXJKW�JLYHQ�WR�DQ\�RWKHU�
UHODWLRQVKLS�´���

:LWK�DOO�WKHVH�FRQVLGHUDWLRQV�LQ�PLQG��,�RIIHU�WKH�IROORZLQJ�VXJJHVWHG�EOHVVLQJ�

�ʥʦʥ�ʥʦʬ�ʤʦ�ʥʰʬ�ʸʩʺʤʥ����ʭʩʹʣʷ�ʭʺʩʩʤʥ�ʭʹʣʷʺʤʥ�ʥʰʥʶʥ����ʺʥʩʸʲʤ�ʬʲ�ʥʰʬʩʣʡʤʥ�ʥʩʺʥʶʮʡ�ʥʰʹʣʷ�ʸʹʠ�ʤ´ʮʠ�ʤ´ʠʡ
����ʬʠʸʹʩ�ʹʣʷʮ�ʤ´ʠʡ��ʺʥʰʮʠʰʥ�ʤʸʤʨʥ�ʤʹʥʣʷʡ�>ʺʥʹʣʷʺʤʥ@�>ʺʩʸʡʥ@�ʤʴʥʧ�ʩʣʩ�ʬʲ����ʣʧʠ�ʸʹʡʬ�ʺʥʩʤʬ����ʤʦʬ

%OHVVHG�DUH�<RX��/RUG��5XOHU�RI�WKH�XQLYHUVH��:KR�KDV�VDQFWLILHG�XV�ZLWK�+LV�FRPPDQGPHQWV�DQG�
VHSDUDWHG�XV�IURP�WKH�IRUELGGHQ�UHODWLRQV�DQG�FRPPDQGHG�XV�³VDQFWLI\�\RXUVHOYHV�DQG�EH�KRO\�´�
DQG�SHUPLWWHG�XV�WKLV�RQH�WR�WKDW�DQG�WKDW�RQH�WR�WKLV��WR�EHFRPH�RQH�IOHVK��E\�PHDQV�RI�KXSSDK�
DQG�>FRYHQDQW@�>VDQFWLI\LQJ�RQHVHOI@��LQ�VDQFWLW\��SXULW\��DQG�IDLWKIXOQHVV��%OHVVHG�DUH�<RX��/RUG��
:KR�VDQFWLILHV�,VUDHO�

)XUWKHU�GLVWLQJXLVKLQJ�WKLV�PDUULDJH�IURP�NLGGXVKLQ�

$V�GLVFXVVHG�DOUHDG\�LQ�6HFWLRQ�,,,�DQG�UHO\LQJ�RQ�WKH�SUHFHGHQW�VHW�E\�WKH�&-/6�SURFHGXUH�IRU�
NLGGXVKLQ�DO�W¶QDL��DW�WKH�PRPHQW�RI�WKH�ELQGLQJ�DFW��WKH�ULQJ�H[FKDQJH�RI�KLWNDGVKXW�RU�WKH�SRROLQJ�RI�
UHVRXUFHV�IRU�VKXWDIXW��WKH�RIILFLDQW�DQG�WKH�SDUWLFLSDQWV�PXVW�DUWLFXODWH�YHUEDOO\�DQG�SXEOLFO\�WKHLU�
DIILUPDWLYH�DFNQRZOHGJHPHQW�DQG�DFFHSWDQFH�WKDW�WKH�FHUHPRQ\�LV�VRPHWKLQJ�RWKHU�WKDQ�NLGGXVKLQ�DQG�LV�
QRW�LQWHQGHG�WR�FUHDWH�NLGGXVKLQ��$V�*UHHQVWHLQ�ZULWHV��FUHGLWLQJ�$GOHU���³LW�LV�RI�FULWLFDO�LPSRUWDQFH�WKDW�
WKHUH�ILUVW�EH�DQ�H[SOLFLW�GHFODUDWLRQ�E\�WKH�SDUWLHV�WKDW�WKH�SDUWLHV¶�LQWHQW�LV�VSHFLILFDOO\�WR�FUHDWH�D�PXWXDO�

� ���

� �

²²²²²²²²²²²

�����*UHHQVWHLQ������+LV�SURSRVHG�EOHVVLQJ�LV�
��ʪʥʸʡ��ʯʩʹʥʣʩʷʥ�ʤʴʥʧ�ʩʣʩ�ʬʲ�ʥʰʩʹʴʰ�ʤʡʤʠʹ�ʺʠ�ʥʰʬ�ʸʩʺʤʥ�ʣʥʮʩʧʤ�ʺʠ�ʥʰʬ�ʸʱʠʥ�ʺʥʩʸʲʤ�ʬʲ�ʥʰʥʶʥ�ʥʩʺʥʶʮʡ�ʥʰʹʣʩʷ�ʸʹʠ���
ʤ�ʠʺʠ�ʪʥʸʡ

ʯʩʹʥʣʩʷʥ�ʤʴʥʧ�ʩʣʩ�ʬʲ�ʬʠʸʹʩ�ʥʮʲ�ʹʣʷʮ�
ʤ�ʠʺʠ
%OHVVHG�DUH�<RX���:KR�VDQFWLILHG�XV�ZLWK�+LV�FRPPDQGPHQWV�DQG�FRPPDQGHG�XV�UHJDUGLQJ�WKH�IRUELGGHQ�

UHODWLRQV��:KR�KDV�IRUELGGHQ�FRYHWRXVQHVV�WR�XV�ZKLOH�SHUPLWWLQJ�WR�XV�RXU�VRXO�ORYH�E\�PHDQV�RI�KXSSDK�DQG�
NLGGXVKLQ��%OHVVHG�DUH�<RX��/RUG��:KR�VDQFWLILHV�+LV�3HRSOH�,VUDHO�E\�PHDQV�RI�KXSSDK�DQG�NLGGXVKLQ�
�����7KH�XVH�RI�ʥʰʬʩʣʡʤ�VHSDUDWHG�XV�IROORZV�0DLPRQLGHV��VHH�+LONKRW�,VKXW�������,�GR�WKLV�VR�DV�XVH�ʥʰʥʶʥ�DQG�

FRPPDQGHG�XV�LQ�WKH�QH[W�SKUDVH��1RWH�DOVR�-DFREV¶�DQG�$XVWULDQ¶V�DGRSWLRQ�RI�WKLV�ODQJXDJH��³ZKLFK�ZH�IRXQG�
SRVLWLYH��UDWKHU�WKDQ�WKH�WUDGLWLRQDO�IRUP�RI�WKH�EOHVVLQJ´��-DFREV�DQG�$XVWULDQ�����
�����&LWLQJ�/HY��������RQH�RI�WKH�YHUVHV�WKDW�LQWURGXFHV�WKH�OLVWLQJ�RI�DGXOWHURXV�DQG�RU�LQFHVWXRXV�XQLRQV�WKDW�

EHJLQV�LQ�Y������2I�FRXUVH��³VDQFWLI\�\RXUVHOYHV�DQG�EH�KRO\´�LV�QRW�WKH�VRUW�RI�FRPPDQGPHQW�RYHU�ZKLFK�ZH�W\SLFDOO\�
VD\�D�ELUNDW�KDPLW]YDK��DV�LW�GRHV�QRW�VSHDN�WR�D�VSHFLILF�DFW���EXW�DV�HVWDEOLVKHG�DERYH��WKLV�EOHVVLQJ�LV�QRW�
�VWUDLJKWIRUZDUGO\��D�ELUNDW�KDPLW]YDK�LQ�DQ\�FDVH��EXW�UDWKHU�D�EOHVVLQJ�RI�SUDLVH�DQG�D�IUDPLQJ�IRU�WKH�PDULWDO�
FRPPLWPHQW�DERXW�WR�WDNH�SODFH��0RUHRYHU��WKLV�FLWDWLRQ�LQYRNHV�WKH�WKHPH�RI�PDUULDJH�DV�DQ�DFW�RI�KROLQHVV�DQG�
WKHUHE\�OLQNV�WKH�ERG\�RI�WKH�EOHVVLQJ�WR�WKH�KDWLPDK��ZKLOH�DYRLGLQJ�DQ�LPSOLFDWLRQ�WKDW�WKH�OHJDO�DFW�RI�NLGGXVKLQ�
PLJKW�EH�WDNLQJ�SODFH�
�����7KH�RUGHU�PD\�EH�UHYHUVHG��RU�IRU�D�PDUULDJH�RI�VDPH�VH[�SDUWQHUV��VLPSO\�ʤʦʬ�ʤʦ�RU�ʥʦʬ�ʥʦ�LV�XVHG�DV�

DSSURSULDWH�
�����*HQ�������
�����$V�QRWHG�DERYH��WKH�9DWLFDQ�����PDQXVFULSW�GRHV�QRW�LQFOXGH�WKH�ZRUGV�ʯʩʹʥʣʩʷʥ�ʤʴʥʧ�ʩʣʩ�ʬʲ�E\�PHDQV�RI�

KXSSDK�DQG�NLGGXVKLQ�LQ�WKH�KDWLPDK�RI�WKH�EOHVVLQJ��DOWKRXJK�LW�DOVR�GRHV�QRW�LQFOXGH�VKHP�X¶PDONKXW��PHQWLRQ�RI�
*RG¶V�QDPH�DQG�VRYHUHLJQW\���7KH�YHUVLRQ�XVHG�KHUH�LV�ZHOO�NQRZQ�WR��DQG�IDYRUHG�E\�PDQ\�RI��WKH�5LVKRQLP��ZKR�
LQ�WXUQ�DWWULEXWH�LW�WR�+DL�*DRQ��DQG�WKH�5LI��VHH��IRU�H[DPSOH�+LGGXVKHL�KD5DPEDQ��+LGGXVKHL�KD5DVKED��+LGGXVKHL�
KD5LWED��+LGGXVKHL�KD5DQ��0HLUL��DQG�+LGGXVKHL�KD5D¶D���RQ�WKH�JURXQGV�WKDW�³WKH�VDQFWLW\�RI�,VUDHO�GRHV�QRW�
GHSHQG�>RQO\@�RQ�WKLV�>L�H���KXSSDK�DQG�NLGGXVKLQ@�´�7KLV�LV�DOVR�WKH�YHUVLRQ�FRGLILHG�E\�0DLPRQLGHV��+LONKRW�,VKXW�
������7KXV��WKHUH�LV�QR�FRQFHUQ�DERXW�FUHDWLQJ�D�QHZ�EOHVVLQJ�LI�WKLV�IRUP�LV�XVHG��2EYLRXVO\��WKH�IXOO�WUDGLWLRQDO�
YHUVLRQ�ZRXOG�QRW�EH�DSSURSULDWH�KHUH��DQG�LQGHHG�PLJKW�FUHDWH�D�SUREOHPDWLF�PLVDSSUHKHQVLRQ�WKDW�NLGGXVKLQ�LV�
WDNLQJ�SODFH�ZKHQ�LW�LV�QRW��6HH�DOVR�-DFREV�DQG�$XVWULDQ�����



UHODWLRQVKLS�WKDW�LV�QRW�WR�EH�FRQIXVHG�ZLWK�WKH�XQLODWHUDO�TLQ\DQ�RI�ROG�´����:KHQ�$GOHU¶V�VRQ�DQG�
GDXJKWHU�LQ�ODZ��5DEELV�$PLWDL�DQG�-XOLH��3HOF��$GOHU��ZHUH�PDUULHG�E\�EULW�DKXYLP��WKH\�LQFOXGHG�LQ�
WKHLU�FHUHPRQ\�WKDW�HDFK�RI�WKH�SDUWLFLSDQWV�ZRXOG�EH�DVNHG�GLUHFWO\�E\�WKH�RIILFLDQW��MXVW�SULRU�WR�WKH�
FUHDWLRQ�RI�WKH�VKXWDIXW�

�̋ ʩʡ�ʤ�ʥʮʲ�ʭʩʩʷʬʥ��ʥʦ�ʤʦ�ʤ�ʹʠ�ʭʲ�ʣʧʠʺʤʬʥ��ʤʦ�ʸʨʹʡ�ʭʩʸʥʮʠʤ�ʭʩʠʰʺʤ�ʬʫʥ�ʺʥʡʥʧʤ�ʬʫ�ʪʮʶʲ�ʬʲ�ʬʡʷʬ�ʤʶʥʸ�ʤ�ʺʠ
"ʯʩʹʥʣʩʷ�ʭʹʬ�ʤʩʤʩ�ʭʫʺʠʡ�ʯʩʠʥ�ʯʩʹʥʣʩʷ�ʥʦ�ʺʩʸʡ�ʯʩʠʹ�ʸʸʹʠʬʥ��ʬʠʸʹʩʡ

³>1DPH@�LV�LW�\RXU�ZLVK�WR�WDNH�XSRQ�\RXUVHOI�DOO�RI�WKH�WHUPV�DQG�FRQGLWLRQV����PHQWLRQHG�LQ�WKLV�
FRQWUDFW��DQG�WR�XQLWH�ZLWK�WKLV�PDQ�ZRPDQ��DQG�PDNH�ZLWK�KLP�KHU�D�KRXVHKROG�DPRQJVW�,VUDHO"�
$QG�GR�\RX�OLNHZLVH�DIILUP�WKDW�WKLV�FRYHQDQW����LV�QRW�D�NLGGXVKLQ��DQG�\RXU�PDULWDO�UHODWLRQV�
ZLOO�QRW�EH�IRU�WKH�SXUSRVH�RI�HVWDEOLVKLQJ�D�NLGGXVKLQ"���

$�IRUPXOD�RI�WKLV�VRUW�ZRXOG�IXOO\�IXOILOO�WKH�UHTXLUHPHQW�MXVW�VHW�RXW��6LPLODUO\��WKH�&-/6�IRUPXOD�XVHG�
IRU�NLGGXVKLQ�DO�W¶QDL�PD\�EH�DSSURSULDWHO\�DGDSWHG�

8QGHU�WKH�ʤʴʥʧ��LPPHGLDWHO\�EHIRUH�WKH�ELQGLQJ�DFW�RI�PDUULDJH��WKH�UDEEL�VKRXOG�DVN�WKH�FRXSOH�
WRJHWKHU��³'R�\RX�HQWHU�WKLV�PDUULDJH�>DFFRUGLQJ�WR�WKH�ODZV�RI�0RVHV�DQG�WKH�SHRSOH�RI�,VUDHO�
DQG@�>LI�WKH�FRXSOH�KDYH�VHW�FRQGLWLRQV�RQ�WKH�PDUULDJH��DQG�DFFRUGLQJ�WR�WKH�FRQGLWLRQV�\RX�KDYH�
XQGHUWDNHQ�DQG@�DFFRUGLQJ�WR�WKH�XQGHUVWDQGLQJ�WKDW�WKLV�DFW�RI�VHOI�EHWURWKDO�SDUWQHUVKLS�LV�QRW�
IRU�WKH�SXUSRVH�RI�NLGGXVKLQ��QRZ�RU�GXULQJ�WKH�GXUDWLRQ�RI�\RXU�PDUULDJH"´�%RWK�SDUWLHV�VKRXOG�
DQVZHU��³<HV�´�7KH�FHUHPRQ\�VKRXOG�WKHQ�SURFHHG�DV�RXWOLQHG�LQ�6HFWLRQ�9�DERYH����

'RFXPHQWV�


�$V�QRWHG�LQ�6HFWLRQ�,9��GRFXPHQWDWLRQ�LV�DQ�HVVHQWLDO�HOHPHQW�WR�WKH�ELQGLQJ�OHJDO�QDWXUH�RI�
WKHVH�FHUHPRQLHV��$FFHSWDEOH�PRGHOV�IRU�WKLV�GRFXPHQW�DUH�

$GOHU¶V�ʭʩʡʥʤʠ�ʺʩʸʡ�ʸʨʹ�%¶ULW�$KXYLP�/RYHUV¶�&RYHQDQW�
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�����*UHHQVWHLQ����±����*UHHQVWHLQ�LQFOXGHV�WKH�IROORZLQJ�³:RUGV�RI�ZHOFRPH�DQG�H[SODQDWLRQ´�LQ�KLV�FHUHPRQ\�DW�
WKH�HQG�RI�WKH�DUWLFOH������,��KRZHYHU�ILQG�WKH�HPSKDVLV�RQ�WKH�³QRQ�KDODNKLF´�QDWXUH�RI�WKH�FHUHPRQ\�SUREOHPDWLF��
GHVSLWH�*UHHQVWHLQ¶V�RZQ�PRGLILFDWLRQ�RI�WKDW�FODLP�HOVHZKHUH�LQ�KLV�GLVFXVVLRQ��DV�GLVFXVVHG�DERYH��
³7KLV�QHZ�-HZLVK�ZHGGLQJ�FHUHPRQ\�H[SUHVVHV�RXU�XQGHUVWDQGLQJ�WKDW�PDUULDJH�LV�D�VDFUHG�UHODWLRQVKLS�RI�

PXWXDOLW\��%DVHG�RQ�WKLV�XQGHUVWDQGLQJ��ZH�KDYH�IDVKLRQHG�D�FHUHPRQ\�WKDW�H[SOLFLWO\�GLVWDQFHV�LWVHOI�IURP�DQ\�
DWWHPSW�WR�IROORZ�WKH�ODZV�DQG�XQGHUVWDQGLQJ�RI�KDODNKLF�PDUULDJH��7KHUH�LV�QR�DFTXLVLWLRQ�±�TLQ\DQ�±�HIIHFWHG�E\�WKH�
JURRP�XSRQ�WKH�EULGH��7KLV�FHUHPRQ\�GRHV�QRW��LQ�DQ\�ZD\��PHDQ�WR�EH�WDNHQ�DV�D�KDODNKLFDOO\�YDOLG�PDUULDJH��
1HYHUWKHOHVV��LW�DIILUPV�WKH�YDOLGLW\�DQG�VDQFWLW\�RI�RXU�ERQG�LQ�-HZLVK�WHUPV�RI�FRPPLWPHQW�DQG�KROLQHVV�´
$GOHU�VXJJHVWV�WKDW�WKH�RIILFLDQW�VSHDN�WR�WKH�FRXSOH�DW�WKH�RSHQLQJ�RI�WKH�FHUHPRQ\��DQG�PRUHRYHU�VKRXOG�³WDNH�WKLV�

RSSRUWXQLW\�WR�H[SODLQ�ZKDW�D�E¶ULW�DKXYLP�LV�DQG�WR�GLVWLQJXLVK�LW�IURP�NLGGXVKLQ�´�$GOHU��(QJHQGHULQJ�
-XGDLVP������
,QIRUPDWLRQ�DERXW�WKH�QDWXUH�RI�WKH�FHUHPRQ\�FDQ�DOVR�EH�LQFOXGHG�LQ�D�ZHGGLQJ�SURJUDP�SDPSKOHW�LI�WKH�FRXSOH�

FKRRVHV�WR�FUHDWH�DQG�GLVWULEXWH�RQH�
�����,I�WKH�FRXSOH�KDYH�PDGH�FRQGLWLRQV��WKLV�HOHPHQW�RI�WKH�TXHVWLRQ�VXIILFHV�WR�DIILUP�WKHLU�FRPPLWPHQW�WR�WKRVH�

FRQGLWLRQV�IRU�WKH�GXUDWLRQ�RI�WKH�PDUULDJH�
�����)RU�KLWNDGVKXW��RQH�ZRXOG�VXEVWLWXWH��³WKLV�DFW�RI�VHOI�EHWURWKDO´�RU�³VHOI�VDQFWLILFDWLRQ�´
�����)RU�WKHLU�GHVFULSWLRQ�DQG�GLVFXVVLRQ�RI�WKHLU�FHUHPRQ\��VHH�KWWS���WKHUDEELVDGOHU�EORJVSRW�FRP���������EULW�

DKXYLP����QHZ�VWDQGDUG�KDODFKLF�KWPO�
�����$GDSWHG�IURP�WKH�ODQJXDJH�LQ�0RUHK�'HUHNK��&����



7KH�³&RYHQDQW�RI�/RYLQJ�3DUWQHUV´�FUHDWHG�E\�5DEELV�'RUII��1HYLQV��DQG�5HLVQHU��ZLWK�WKH�
DGGLWLRQ�VXJJHVWHG�MXVW�EHORZ�DQG�SURSHUO\�DGDSWHG�IRU�WKH�JHQGHUV�RI�WKH�FRXSOH��PD\�EH�XVHG�DOVR�IRU�D�
GLIIHULQJ�VH[�FRXSOH�PDUU\LQJ�E\�PHDQV�RWKHU�WKDQ�NLGGXVKLQ����

([DPSOHV�RI�HDFK�RI�WKHVH�DSSHDU�LQ�$SSHQGL[�,,�EHORZ�


�7KH�GRFXPHQW�VKRXOG�LQFOXGH�DQ�H[SOLFLW�VWDWHPHQW�WKDW�WKH�FHUHPRQ\�LV�QRW�PHDQW�WR�HQDFW�
NLGGXVKLQ��7KH�5DEELV�$PLWDL�DQG�-XOLH��3HOF��$GOHU�LQFOXGHG�WKH�IROORZLQJ�LQ�WKHLU�%¶ULW�$KXYLP�
GRFXPHQW�

�ʤʡʤʠ�ʺʲʡʤ�ʭʹʬ�ʷʸʥ�ʪʠ�ʠʬʠ�ʟʺʥʰʦ�ʭʹʬ�ʠʬʥ��ʯʩʹʥʣʩʷ�ʭʹʬ�ʤʬʫʤʥ�ʯʺʧ�ʺʠʩʡ�ʯʩʠʥ��ʯʩʹʥʣʩʷ�ʥʦ�ʭʩʡʥʤʠ�ʺʩʸʡ�ʯʩʠ
7KLV�FRYHQDQW�LV�QRW�D�NLGGXVKLQ�PDUULDJH��DQG�WKH�PDULWDO�UHODWLRQV�RI�WKH�JURRP�DQG�WKH�EULGH�
DUH�QRW�LQWHQGHG�WR�EULQJ�DERXW�NLGGXVKLQ�PDUULDJH�����DQG�QRW�ZLWK�WKH�LQWHQW�RI�OLFHQWLRXVQHVV��
EXW�RQO\�DQG�VROHO\�ZLWK�WKH�LQWHQW�RI�WKH�H[SUHVVLRQ�RI�ORYH�

� 
�7KH�VSHFLILF�JXLGHOLQHV�IRU�WKH�PHFKDQLVP�E\�ZKLFK�WKH�PDUULDJH�ZLOO�EH�GLVVROYHG�LI�WKLV�ZHUH�
WR�EHFRPH�QHFHVVDU\�VKRXOG�EH�GRFXPHQWHG��$GOHU¶V�VDPSOH�GRFXPHQWV�IRU�WKH�%¶ULW�$KXYLP�GR�QRW�
LQFOXGH�D�SURYLVLRQ�IRU�WKH�FRQWLQJHQF\�RI�HQGLQJ�WKH�SDUWQHUVKLS�DQG�KRZ�WKDW�LV�WR�EH�HIIHFWHG��+RZHYHU��
DJDLQ�IURP�WKH�5DEELV�$GOHU��P\�WUDQVODWLRQ��EXW�DGRSWLQJ�VRPH�RI�WKH�ODQJXDJH�RI�WKHLU�
+HEUHZ�(QJOLVK��

�̋ ʮʩʺʧʡʥ�ʸʨʹʡ�ʭʤʩʰʹ�ʯʩʡ�ʤʮʫʱʤ�ʩʣʩʚʬʲ�ʬʨʡʩʺ�ʠʩʤ��ʥʦ�ʺʥʴʺʥʹ�ʬʨʡʬ�ʤʬʫʤʥ�ʯʺʧʤ�ʥʫʸʨʶʩ�ʥʠ�ʥʶʸʩʥ��ʹ´ʥʧ��ʤʸʷʮʡ
�ʩʣʩʥ�ʤʣʩ�ʥʣʩ�ʺʮʩʺʧʡʥ�ʸʨʹʡ��ʭʤʮ�ʣʧʠ�ʬʹ�ʥʰʥʶʸ�ʺʸʤʶʤ�ʩʣʩ�ʬʲ��ʥʠ��ʷʣʶ�ʯʩʣ�ʺʩʡ�ʩʰʴʡ��ʭʩʸʹʫ�ʭʩʣʲ�ʩʰʹ�ʩʣʩʥ�ʭʤʩʣʩ

ʺʥʺʩʸʫ�ʨʢ�ʪʩʸʶ�ʠʬʬ�ʬʫʤʡʥ���ʷʣʶ�ʯʩʣ�ʺʩʡ�ʩʰʴʡ��ʭʩʸʹʫ�ʭʩʣʲ�ʩʰʹ
6KRXOG�LW�KDSSHQ��*RG�IRUELG��WKDW�WKH�JURRP�RU�WKH�EULGH�PLJKW�ZLVK�RU�UHTXLUH�WR�FDQFHO�WKLV�
SDUWQHUVKLS��LW�ZLOO�EH�FDQFHOOHG�E\�FRQVHQW�EHWZHHQ�WKH�WZR�RI�WKHP��E\�D�GRFXPHQW�DQG�E\�WKHLU�
VLJQDWXUHV�DQG�WKRVH�RI�WZR�YDOLG�ZLWQHVVHV��EHIRUH�D�MXVW�UDEELQLF�FRXUW��RU��E\�WKH�GHFODUDWLRQ�RI�
LQWHQW�RI�RQH�RI�WKHP��E\�D�GRFXPHQW�DQG�E\�KLV�KHU�VLJQDWXUH�DQG�WKRVH�RI�WZR�YDOLG�ZLWQHVVHV��
EHIRUH�D�MXVW�UDEELQLF�FRXUW���$QG�DOO�RI�WKLV�LV�ZLWKRXW�WKH�QHHG�IRU�D�JHW�RI�GLYRUFH�

$OWHUQDWHO\��WKLV�FDQ�DOVR�EH�DFFRPSOLVKHG�E\�D�VHSDUDWH�GRFXPHQW��LQ�WKH�ULWHV�IRU�VDPH�VH[�FRXSOHV�
VXJJHVWHG�E\�'RUII��1HYLQV��DQG�5HLVQHU��WKH�FRXSOH�VLJQV�D�SUH�QXSWLDO�³7QDL�%LYHULW�´�ZKLFK�VWDWHV��
³6KRXOG�ZH�FKRRVH�WR�SDUW�DW�VRPH�IXWXUH�WLPH��MXVW�DV�WKLV�FRYHQDQW�KDV�EHHQ�FRQFOXGHG�RSHQO\�EHIRUH�WKH�
-HZLVK�SHRSOH��VR�GR�,�FRPPLW�WR�VHYHULQJ�WKLV�ERQG�WKURXJK�D�GLVVROXWLRQ�>KDIDUDK@�LQ�WKH�IDVKLRQ�
RUGDLQHG�E\�D�-HZLVK�FRXUW�>%HW�'LQ@�´����,W�LV�DOVR�SRVVLEOH�WR�LQFRUSRUDWH�WKLV�ODQJXDJH�LQWR�WKH�UHVW�RI�
WKH�³&RYHQDQW�RI�/RYLQJ�3DUWQHUV´�DOUHDG\�GUDIWHG�E\�5DEELV�'RUII��1HYLQV��DQG�5HLVQHU�

'LYRUFH�


�$V�GHVFULEHG�MXVW�DERYH��D�PDUULDJH�HQDFWHG�E\�RQH�WKH�WZR�PHDQV�GHVFULEHG�DERYH�PD\�EH�
HQGHG�E\�PXWXDO�FRQVHQW�RU�E\�WKH�UHTXHVW�RI�HLWKHU�SDUW\��7KLV�SURFHVV�LV�WR�EH�RYHUVHHQ�E\�D�UHOLDEOH�EHLW�
GLQ��VXFK�DV�WKH�0RYHPHQW¶V�-RLQW�%HLW�'LQ��

� ���

� �

²²²²²²²²²²²

�����'RUII��1HYLQV��DQG�5HLVQHU����±���
�����7R�KHUH��IROORZLQJ�WKH�WUDQVODWLRQ�RI�WKH�$GOHUV�LQ�WKHLU�+HEUHZ�(QJOLVK�GRFXPHQW��WKH\�GR�QRW�WUDQVODWH�WKH�

UHVW�WKHUH��VR�,�KDYH�GRQH�VR�P\VHOI�
�����'RUII��1HYLQV��DQG�5HLVQHU�����




�1HLWKHU�$GOHU�QRU�*UHHQVWHLQ�VXJJHVW�D�VSHFLILF�ODQJXDJH�IRU�WKH�GRFXPHQW�SUHSDUHG�E\�WKH�EHLW�
GLQ��WKRXJK�WKLV�PLJKW�EH�EHFDXVH�HDFK�FRXSOH�ZLOO�KDYH�GLVWLQFW�DUUDQJHPHQWV�DQG�QR�VWDQGDUG�ODQJXDJH�
LV�SRVVLEOH�RU�GHVLUDEOH��:LWKLQ�WKH�&RQVHUYDWLYH�0DVRUWL�FRQWH[W��WKH�GRFXPHQWDU\�ODQJXDJH�DQG�
DWWHQGDQW�ULWXDO�SURFHGXUH�GHYHORSHG�E\�5DEELV�'RUII��1HYLQV��DQG�5HLVQHU�IRU�VDPH�VH[�FRXSOHV�VKRXOG�
EH�DGDSWHG�IRU�WKLV�SXUSRVH�DV�ZHOO�����$�FRS\�RI�WKLV�GRFXPHQW�DSSHDUV�DV�SDUW�RI�$SSHQGL[�,,�

&RQGLWLRQV�

-XVW�DV�NLGGXVKLQ�FDQ�EH�PDGH�FRQGLWLRQDO��ʩʠʰʺ�ʬʲ���VR�WRR�RWKHU�IRUPV�RI�PDUULDJH��(YHQ�WKRXJK�
ERWK�RI�WKH�QRQ�NLGGXVKLQ�FHUHPRQLHV�WKDW�KDYH�EHHQ�FRQVLGHUHG�KHUH�DUH�LQWHQGHG�WR�DOORZ�IRU�XQLODWHUDO�
GLYRUFH��D�FRQGLWLRQ�FDQ�EH�DGGHG�WR�IXUWKHU�SURWHFW�WKH�SDUWQHUV�LQ�FDVH�RI�VHSDUDWLRQ�RU�DEDQGRQPHQW��
'RUII��1HYLQV��DQG�5HLVQHU�LQFOXGH�VXFK�D�FRQGLWLRQ�LQ�WKHLU�ULWHV�IRU�VDPH�VH[�FRXSOHV�WKDW�PD\�EH�XVHG�
IRU�GLIIHULQJ�VH[�FRXSOHV�DV�ZHOO�

���VKRXOG�ZH�EH�VHSDUDWHG�IRU�PRUH�WKDQ�VL[�PRQWKV�ZLWK�WKH�LQWHQW�RI�HLWKHU�SDUW\�WR�WHUPLQDWH�WKH�
XQLRQ��WKLV�FRYHQDQW�VKDOO�EH�QXOO�DQG�YRLG����

�,I�WKLV�FRQGLWLRQ�LV�VHW��LW�VKRXOG�EH��UH�DIILUPHG�GXULQJ�WKH�FHUHPRQ\�MXVW�EHIRUH�WKH�WLPH�RI�WKH�ELQGLQJ�
PDUULDJH�DFW��DORQJ�ZLWK�WKH�FRXSOH¶V�DIILUPDWLRQ�DOVR�WKDW�WKLV�FHUHPRQ\�LV�QRW�LQWHQGHG�DV�NLGGXVKLQ��6HH�
WKH�IRUPXODV�LQ�WKH�FHUHPRQ\�LQ�$SSHQGL[�,�IRU�ODQJXDJH�WKH�RIILFLDQW�PD\�XVH�IRU�WKLV�SXUSRVH����

6WDQGDUGV�RI�5DEELQLF�3UDFWLFH�

)LQDOO\��WKH�5DEELQLFDO�$VVHPEO\�PDLQWDLQV�VHYHUDO�³6WDQGDUGV�RI�5DEELQLF�3UDFWLFH�´�KDODNKLF�
VWDQFHV�RQ�PDWWHUV�RI�SDUWLFXODU�LPSRUWDQFH��ZKLFK�DUH�ELQGLQJ�RQ�DOO�&RQVHUYDWLYH�0DVRUWL�UDEELV�DQG�QRW�
VXEMHFW�WR�WKH�GLVFUHWLRQ�RI�WKH�LQGLYLGXDO�DFWLQJ�DV�PDUD�G¶DWUD��WKH�ORFDO�UDEELQLF�KDODNKLF�DXWKRULW\���,Q�
������WKH�5�$��DGRSWHG�WKH�IROORZLQJ�DV�VXFK�D�6WDQGDUG��³$�UDEEL�PD\�QRW�RIILFLDWH�DW�WKH�PDUULDJH�RI�D�
GLYRUFHG�PDQ�RU�ZRPDQ�LI�D�JHW�RU�KDIND¶DW�NLGGXVKLQ�ZDV�QRW�REWDLQHG�´����7KXV��MXVW�EHIRUH�SUHVHQWLQJ�

� ���

� �
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�����'RUII��1HYLQV��DQG�5HLVQHU����±���
�����'RUII��1HYLQV��DQG�5HLVQHU����
�����7KH�$GOHUV�DOVR�GUDIWHG�D�FRQGLWLRQ�QXOOLI\LQJ�WKHLU�SDUWQHUVKLS�VKXWDIXW�DOWRJHWKHU�LI�D�EHLW�GLQ�ZHUH�WR�HYHU�

UXOH�WKDW�D�JHW�VKRXOG�EH�UHTXLUHG�
�̋ ʩʸʡ�ʺʠ�ʣ´ʡ�ʥʠʸʷʩʥ��ʥʦ�ʺʥʴʺʥʹ�ʬʨʡʬ�ʤʬʫʤʥ�ʯʺʧʤ�ʥʫʸʨʶʩ�ʥʠ�ʥʶʸʩʥ�ʤʸʷʮʡʹ�ʬʠʸʹʩʡ�ʯʩʣ�ʺʩʡ�ʯʩʠʹ�ʺʰʮ�ʬʲ�ʺʮʩʩʷ�ʥʦ�ʺʥʴʺʥʹ��ʪʫʬ

�ʲʩʸʴʮʬ�ʸʷʥʲʮ�ʥʦ�ʺʥʴʺʥʹ�ʤʩʤʩ��ʥʦ�ʩʠʰʺ�ʬʲ�ʭʥʩʷ�ʤʩʤʩ�ʭʲʥ��ʯʩʹʥʣʩʷʮ�ʺʥʺʩʸʫ�ʨʢ�ʤʬʫʤʥ�ʯʺʧʤ�ʭʩʫʩʸʶʹ�ʭʩʰʣʥ��ʷʴʱʬ�ʯʩʹʥʣʩʷ�ʥʦ�ʭʩʡʥʤʠ
7KHUHIRUH��WKLV�SDUWQHUVKLS�LV�HIIHFWLYH�RQ�WKH�FRQGLWLRQ�WKDW�QR�UDEELQLFDO�FRXUW�DPRQJ�WKH�3HRSOH�,VUDHO�FDOO�WKLV�

FRYHQDQW�D�NLGGXVKLQ�PDUULDJH��ZKHWKHU�LQWHQWLRQDO�RU�DFFLGHQWDO���DQG�SDVV�D�MXGJHPHQW�ZKLFK�VWDWHV�WKDW�LI��*RG�
IRUELG��WKHUH�FRPHV�D�UHDVRQ�WR�GLVVROYH�WKLV�SDUWQHUVKLS��WKDW�WKH�EULGHJURRP�DQG�EULGH�UHTXLUH�D�JHW�GLYRUFH��DQG�LI�
WKLV�FRQGLWLRQ�LV�IXOILOOHG��DQG�D�FRXUW�GRHV�MXGJH�VR��WKHQ�WKLV�SDUWQHUVKLS�DQG�FRYHQDQW�ZLOO�EH�GHHPHG�QXOOLILHG�DQG�
LW�VKDOO�KDYH�EHHQ�YRLG�DE�LQLWLR�
:KLOH�,�DSSUHFLDWH�WKH�XQGHUO\LQJ�LQWHQWLRQ�RI�WKLV�FRQGLWLRQ�DQG�WKH�TXLWH�UHDO�ULVN�LW�PHDQV�WR�DGGUHVV��,�KDYH�

GHFLGHG�QRW�WR�LQFOXGH�LW�LQ�P\�SURSRVDO�IRU�DW�OHDVW�WZR�UHDVRQV��)LUVW��LW�SUREOHPDWLFDOO\�UH�LQYRNHV�WKH�SRVVLELOLW\�RI�
WKLV�UHODWLRQVKLS�EHLQJ�GHHPHG�NLGGXVKLQ�DW�SUHFLVHO\�WKH�PRPHQW�ZH�DUH�DWWHPSWLQJ�WR�EH�FOHDU�WKDW�WKHUH�LV�QR�
LQWHQWLRQ�RI�NLGGXVKLQ�EHLQJ�FUHDWHG��0RUHRYHU��XQOLNH�WKH�FRQGLWLRQ�WKDW�LV�PDGH�LQ�NLGGXVKLQ�DO�W¶QDL�±�LQ�ZKLFK�WKH�
LPSOHPHQWDWLRQ�RI�WKH�FRQGLWLRQ�LV�FRQWLQJHQW�VROHO\�RQ�WKH�KXVEDQG¶V�FKRLFH�ZKHWKHU�WR�JLYH�D�JHW�ZLWKLQ�WKH�VHW�
SHULRG�RI�WLPH�±�WKH�SRVVLEOH�DFWLYDWLRQ�RI�WKLV�FRQGLWLRQ�FRXOG�EH�HQWLUHO\�RXW�RI�WKH�KDQGV�RI�WKH�FRXSOH�WKHPVHOYHV��
DQG�FRXOG�HYHQ�WKHRUHWLFDOO\�FRPH�LQWR�DSSOLFDWLRQ�DJDLQVW�ERWK�RI�WKHLU�GHVLUHV�
�����&-/6�6XPPDU\�,QGH[��0DUULDJH�DQG�'LYRUFH��³6WDQGDUGV�RI�5DEELQLF�3UDFWLFH´��LWHP����������



WKHLU�DFWXDO�UHFRPPHQGHG�FHUHPRQLHV�IRU�-HZLVK��KDODNKLF�VDPH�VH[�PDUULDJHV��'RUII��1HYLQV��DQG�
5HLVQHU�DGG�D�KLJKO\�VLJQLILFDQW�SURYLVLRQ�WR�WKHLU�WHVKXYDK�

7KH�5DEELQLFDO�$VVHPEO\�PDLQWDLQV�VWDQGDUGV�RI�UDEELQLF�SUDFWLFH�UHJDUGLQJ�PDUULDJH��DQG�ZH�
VKDOO�DSSO\�WKH�VDPH�VWDQGDUGV�WR�VDPH�VH[�FRXSOHV��&RQVHUYDWLYH�0DVRUWL�UDEELV�DQG�FDQWRUV�
�ERXQG�E\�SDUDOOHO�SROLFLHV�RI�WKH�&DQWRUV�$VVHPEO\��PD\�SHUIRUP�ZHGGLQJV�RQO\���ZKHUH�QHLWKHU�
LV�FXUUHQWO\�PDUULHG�E\�HLWKHU�-HZLVK�RU�FLYLO�ODZ�WR�DQRWKHU�SHUVRQ�´

7KH\�IXUWKHU�VSHFLI\�LQ�D�QRWH��³,I�HLWKHU�KDV�EHHQ�SUHYLRXVO\�PDUULHG��ZKHWKHU�WR�D�PDQ�RU�WR�D�ZRPDQ�
ZKR�LV�-HZLVK�DQG�LV�VWLOO�DOLYH��WKHQ�WKH\�PXVW�SURYLGH�RU�VHFXUH�D�-HZLVK�GLYRUFH��QXOOLILFDWLRQ�
�KDIND¶DK���RU�GLVVROXWLRQ��KDIDUDK��EHIRUH�D�&RQVHUYDWLYH�UDEEL�ZLOO�EH�DOORZHG�WR�RIILFLDWH�DW�WKH�QHZ�
PDUULDJH�´����7R�UXOH�LQ�WKLV�ZD\�LV�RQH�ILQDO�VWDWHPHQW�WKDW�WKHVH�VDPH�VH[�PDUULDJHV�LQGHHG�KDYH�OHJDO�
DQG�KDODNKLF�VWDQGLQJ�LQ�RXU�0RYHPHQW�DQG�RXU�XQGHUVWDQGLQJ�RI�KDODNKDK��MXVW�DV�PDUULDJHV�EHWZHHQ�
GLIIHULQJ�VH[�SDUWQHUV�WKURXJK�NLGGXVKLQ�GR��,I�ZH�KROG�WKDW�WKH�QRQ�NLGGXVKLQ�FHUHPRQLHV�ZH�KDYH�EHHQ�
FRQVLGHULQJ�KHUH�ELQG�WKH�SDUWQHUV�ZKR�HQWHU�LQWR�WKHP�XQGHU�KDODNKDK��WKHQ�ZH�FDQ�UXOH�QR�GLIIHUHQWO\�
KHUH�WKDQ�GLG�'RUII��1HYLQV��DQG�5HLVQHU��$Q\�-HZLVK�SHUVRQ�ZKR�KDG�RQFH�EHHQ�PDUULHG�WR�D�-HZLVK�
SDUWQHU�E\�RQH�RI�WKHVH�PHDQV�DQG�VXEVHTXHQWO\�GLYRUFHG�PXVW�KDYH�WKDW�UHODWLRQVKLS�GLVVROYHG�XQGHU�
-HZLVK�DV�ZHOO�DV�FLYLO�ODZ�EHIRUH�V�KH�PD\�EH�PDUULHG�DJDLQ��E\�NLGGXVKLQ�RU�RWKHUZLVH��&RQVHUYDWLYH��
0DVRUWL�UDEELV�DUH�ERXQG�E\�WKLV�6WDQGDUG�RI�5DEELQLF�3UDFWLFH�LQ�WKHVH�FDVHV��DQG�DQ\�UDEEL�ZKR�
RIILFLDWHV�DW�D�UHPDUULDJH�RI�DQ\�NLQG�ZLWKRXW�KDYLQJ�VHHQ�RU�REWDLQHG�YDOLG�GRFXPHQWDWLRQ�WKDW�D�SULRU�
PDUULDJH�ZDV�SURSHUO\�GLVVROYHG�VKRXOG�EH�GHHPHG�WR�KDYH�YLRODWHG�WKH�6WDQGDUG�

'RUII��1HYLQV��DQG�5HLVQHU�DGGLWLRQDOO\�PDNH�FOHDU�WKDW�WKH�RWKHU�6WDQGDUGV�RI�5DEELQLF�3UDFWLFH�
ZKLFK�

D��GHILQH�-HZLVK�LGHQWLW\��WKURXJK�PDWULOLQHDO�GHVFHQW�RU�FRQYHUVLRQ�DFFRUGLQJ�WR�KDODNKDK���DQG�
E��SURKLELW�UDEELQLF�SDUWLFLSDWLRQ�LQ�LQWHUPDUULDJH

DSSO\�WR�VDPH�VH[�PDUULDJHV�MXVW�DV�WKH\�GR�WR�NLGGXVKLQ�IRU�WKH�SXUSRVHV�RI�D�&RQVHUYDWLYH�0DVRUWL�EHLQJ�
DEOH�WR�RIILFLDWH��6R�WRR�LQ�WKH�FDVH�RI�GLIIHULQJ�VH[�FRXSOHV�PDUULHG�E\�D�KDODNKLF�PHDQV�RWKHU�WKDQ�
NLGGXVKLQ��LQ�RUGHU�IRU�D�&RQVHUYDWLYH�0DVRUWL�UDEEL�WR�RIILFLDWH��RU�SDUWLFLSDWH��LQ�DQ\�ZD\��ERWK�SDUWQHUV�
PXVW�EH�-HZLVK�DFFRUGLQJ�WR�WKH�KDODNKLF�FULWHULD�DV�HVWDEOLVKHG�E\�WKH�&-/6�

9,,��&RQFOXVLRQ�3¶VDN


�$Q\�FHUHPRQ\�LQ�ZKLFK�D�-HZLVK�PDQ�JLYHV�D�-HZLVK�ZRPDQ��SUHVXPLQJ�WKH\�DUH�HOLJLEOH�WR�EH�
PDUULHG�WR�HDFK�RWKHU��D�ULQJ�RU�RWKHU�LWHP�RI�YDOXH�RU�D�GRFXPHQW�DQG�PDNHV�D�VWDWHPHQW�WR�WKH�HIIHFW�WKDW�
VKH�VKRXOG�WKHUHE\�EHFRPH�KLV�ZLIH�RU�OLIH�SDUWQHU�±�HYHQ�LI�VKH�WKHQ�GRHV�WKH�VDPH�LQ�UHWXUQ�±�FDUULHV�
ZLWK�LW�WKH�SRVVLELOLW\�WKDW�DW�OHDVW�GRXEWIXO�NLGGXVKLQ�KDV�EHHQ�HIIHFWHG��DQG�PXVW�WKHUHIRUH�EH�GLVVROYHG�
E\�D�JHW�����0RUHRYHU��WKLV�WHVKXYDK�GRHV�QRW�RYHUWXUQ�DW�WKLV�WLPH�WKH�HVWDEOLVKHG�SRVLWLRQ�DQG�SUDFWLFH�RI�
WKH�&RQVHUYDWLYH�0DVRUWL�0RYHPHQW�WKDW�D�JHW�P¶VDIHN��RU�KDIND¶DK��PD\�EH�DQG�W\SLFDOO\�LV�UHTXLUHG�IRU�
WR�KDODNKLFDOO\�HQG�WKH�PDUULDJH�RI�D�-HZLVK�GLIIHULQJ�VH[�FRXSOH�ZKR�KDYH�EHHQ�PDUULHG�FLYLOO\�DQG�RU�E\�
RWKHU�ULWHV��ZLWK�WKH�H[FHSWLRQ�RI�WKH�FHUHPRQLHV�RXWOLQHG�KHUHLQ�ZKHQ�H[HFXWHG�DV�GHVFULEHG�KHUHLQ�


�7KDW�LV��WKH�PRVW�LPSRUWDQW�FRQFOXVLRQ�S¶VDN�RI�WKLV�WHVKXYDK�LV�WKDW�LV�LW�SRVVLEOH�DQG�
SHUPLVVLEOH�ZLWKLQ�KDODNKDK�WR�FUHDWH�D�ELQGLQJ�-HZLVK�PDUULDJH�EHWZHHQ�GLIIHULQJ�VH[�SDUWQHUV��DQG�
LQGHHG�DQ\�WZR�-HZLVK�SDUWQHUV�RI�DQ\�JHQGHUV��E\�PHDQV�RWKHU�WKDQ�NLGGXVKLQ�

� ���

� �

²²²²²²²²²²²

�����'RUII��1HYLQV��DQG�5HLVQHU�����WKH�QRWH�LV����
�����$V�QRWHG�DOUHDG\�LQ�WKH�,QWURGXFWLRQ��WKLV�ZRXOG�LQFOXGH�D�GLIIHULQJ�VH[�FRXSOH�XVLQJ��ZLWKRXW�PRGLILFDWLRQ��

RQH�RI�WKH�FHUHPRQLHV�WKDW�5DEELV�'RUII��1HYLQV��DQG�5HLVQHU�FUHDWHG�IRU�VDPH�VH[�FRXSOHV�



$W�WKLV�WLPH��WKH�&-/6�HQGRUVHV�WKH�WZR��DQG�RQO\�WKHVH�WZR��VSHFLILF�PHDQV�SUHVHQWHG�DERYH��
KLWNDGVKXW�RU�EULW�DKXYLP�

$�PDUULDJH�SHUIRUPHG�LQ�DFFRUGDQFH�ZLWK�HLWKHU�RI�WKHVH�RSWLRQV�±�IROORZLQJ�WKH�WHPSODWH�IRU�WKH�
FHUHPRQ\�LQ�$SSHQGL[�,��DFFRPSDQLHG�E\�D�GRFXPHQW�IURP�$SSHQGL[�,,�±�DQG�LQ�FRPSOLDQFH�ZLWK�WKH�
JXLGHOLQHV�LQ�6HFWLRQV�9��LV�QHLWKHU�WR�EH�FRQVLGHUHG�]¶QXW��DQG�KHQFH�SURKLELWHG���QRU�WR�EH�GHHPHG�
NLGGXVKLQ�DIWHU�WKH�IDFW��HYHQ�RXW�RI�GRXEW��7KHUHIRUH�QR�JHW�ZLOO�EH�UHTXLUHG�VKRXOG�LW�EHFRPH�QHFHVVDU\�
RU�GHVLUDEOH�IRU�WKH�FRXSOH�WR�GLVVROYH�WKHLU�UHODWLRQVKLS�


�$�PDUULDJH�FRQVWLWXWHG�WKURXJK�KLWNDGVKXW�RU�EULW�DKXYLP�PXVW�EH�GLVVROYHG�E\�-HZLVK�PHDQV��
LGHDOO\�DW�WKH�WLPH�RI�WKH��FLYLO��GLYRUFH�DQG�FHUWDLQO\�EHIRUH�HLWKHU�SDUW\�HQWHUV�LQWR�D�QHZ�PDUULDJH�ZLWK�
DQRWKHU�-HZLVK�SDUWQHU��7KLV�LV�DFFRPSOLVKHG�XQGHU�WKH�VXSHUYLVLRQ�RI�D�UHOLDEOH�EHLW�GLQ��7KH�EHLW�GLQ�
VKRXOG�WKHQ�SURYLGH�GRFXPHQWDWLRQ�WR�HDFK�RI�WKH�SDUWLHV�±�IROORZLQJ�WKH�ODQJXDJH�GUDIWHG�E\�'RUII��
1HYLQV��DQG�5HLVQHU�DQG�DSSHDULQJ�LQ�$SSHQGL[�,,�±�RI�WKH�GLVVROXWLRQ�RI�WKH�PDUULDJH�DQG�WKH�IUHHGRP�RI�
WKH�SDUWLHV�WR�UHPDUU\��DV�ZHOO�DV�DQ\�RWKHU�GHFLVLRQV�DQG�DFWLRQV��VXFK�DV�WKRVH�UHJDUGLQJ�GLYLVLRQ�RI�
SURSHUW\�RU�FKLOG�FDUH�DUUDQJHPHQWV��WDNHQ�E\�WKH�EHLW�GLQ��DV�GLVFXVVHG�LQ�6HFWLRQ�9�DERYH����


�,I�D�FRQGLWLRQ��ʩʠʰʺ��ZDV�DWWDFKHG�WR�WKH�PDUULDJH��WKH�EHLW�GLQ�VKRXOG�LQYHVWLJDWH�DQG�FRQILUP�
ZKHWKHU�WKH�FRQGLWLRQ�KDV�EHHQ�DFWLYDWHG�RU�QRW��,I�WKH�FRQGLWLRQ�KDV�LQ�IDFW�EHHQ�DFWLYDWHG��WKH�PDUULDJH�LV�
UHWURDFWLYHO\�QXOO�DQG�YRLG��WKH�EHLW�GLQ�VKRXOG�WKHQ�SURYLGH�GRFXPHQWDWLRQ�WR�HDFK�RI�WKH�SDUWLHV�RI�LWV�
ILQGLQJV�DQG��ZKHUH�SHUWLQHQW��RI�WKH�QXOOLILFDWLRQ����

� 
�-XVW�DV�5DEELV�'RUII��1HYLQV��DQG�5HLVQHU�UXOHG��DQG�WKH�&-/6�FRQFXUUHG��WKDW�WKH�6WDQGDUGV�RI�
5DEELQLF�3UDFWLFH�DSSOLHV�WR�VDPH�VH[�PDUULDJHV��VR�WRR�IRU�DOO�GLIIHULQJ�VH[�PDUULDJHV�FRQGXFWHG�LQ�
DFFRUGDQFH�ZLWK�WKLV�WHVKXYDK�
D��,I�HLWKHU�SDUW\�WR�VXFK�D�PDUULDJH�ZLVKHV�WR�HQWHU�D�QHZ�PDUULDJH�±�HLWKHU�E\�PHDQV�RI�NLGGXVKLQ�RU�E\�
PHDQV�RWKHU�WKDQ�NLGGXVKLQ�±�VXSHUYLVHG�E\�D�&RQVHUYDWLYH�0DVRUWL�UDEEL��V�KH�PXVW�SURYLGH�YDOLG�
GRFXPHQWDWLRQ�RI�DQG�RU�WHVWLPRQ\�WR�WKH�GLVVROXWLRQ�RI�WKH�SUHYLRXV�UHODWLRQVKLS��6LPLODUO\��SURRI�RI�FLYLO�
GLYRUFH�IRU�DQ\�SULRU�PDUULDJH�PXVW�EH�SURYLGHG�EHIRUH�HQWHULQJ�D�QHZ�-HZLVK�PDUULDJH�XQGHU�WKH�
DXVSLFHV�RI�D�&RQVHUYDWLYH�0DVRUWL�UDEEL��
E��7KH�6WDQGDUGV�RI�5DEELQLF�3UDFWLFH�WKDW�SURKLELW�D�&RQVHUYDWLYH�0DVRUWL�UDEEL�IURP�RIILFLDWLQJ�DW��RU�
SDUWLFLSDWLQJ�LQ��DQ�LQWHUPDUULDJH�DQG�WKDW�GHILQH�KDODNKLF�-HZLVKQHVV�WKURXJK�HLWKHU�PDWULOLQHDO�GHVFHQW�
RU�FRQYHUVLRQ�DFFRUGLQJ�WR�KDODNKDK��DV�XQGHUVWRRG�WKURXJK�&-/6�UXOLQJV��DSSO\�HTXDOO\�WR�D�GLIIHULQJ�
VH[�PDUULDJH�E\�D�KDODNKLF�PHDQV�RWKHU�WKDQ�NLGGXVKLQ��DV�WKH\�GR�WR�NLGGXVKLQ�DQG�VDPH�VH[�PDUULDJH�

� ,Q�+RVHD����������*RG�UHYHDOV�WKURXJK�WKH�SURSKHW�*RG¶V�GHVLUH�WR�EH�PXWXDOO\�ERXQG�WR�WKH�
3HRSOH�RI�,VUDHO�³ZLWK�ULJKWHRXVQHVV�DQG�ZLWK�MXVWLFH��DQG�ZLWK�JRRGQHVV�DQG�ZLWK�PHUF\�DQG���ZLWK�
IDLWKIXOQHVV�´�6R�WRR�PD\�-HZLVK�PHQ�DQG�ZRPHQ�KDYH�WKH�RSSRUWXQLW\�WR�FRPPLW�WR�HDFK�RWKHU�LQ�WKHLU�
EHVW�XQGHUVWDQGLQJV�RI�KRZ�WR�DFKLHYH�WKRVH�HVVHQWLDO�YDOXHV�RI�UHODWLRQVKLS��+RZHYHU�D�FRXSOH�FKRRVH�WR�
DIILUP�WKRVH�FRPPLWPHQWV�ULWXDOO\�DQG�OHJDOO\��PD\�DOO�-HZLVK�OLIH�SDUWQHUV�EH�EOHVVHG�WR�EXLOG��ʯʮʠʰ�ʺʩʡ
ʬʠʸʹʩʡ�D�KRXVH�RI�IDLWKIXOQHVV�LQ�,VUDHO�

� ���

� �
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�����0RUHRYHU��LI�WKH�FRXSOH�ZHUH�FLYLOO\�PDUULHG��WKH\�VKRXOG�EH�LQVWUXFWHG�WR�DOVR�VHHN�D�FLYLO�GLYRUFH�LI�WKH\�KDYH�
QRW�DOUHDG\�GRQH�VR�RU�DUH�QRW�LQ�WKH�SURFHVV�RI�GRLQJ�VR�
�����1RWH�WKDW�WKH�UROH�RI�WKH�EHLW�GLQ�LV�WR�LQYHVWLJDWH��YHULI\��DQG�GRFXPHQW��EXW�QRW�WR�HIIHFW�WKH�QXOOLILFDWLRQ��

ZKLFK�RFFXUV�LQ�DQ\�FDVH�E\�YLUWXH�RI�WKH�FRQGLWLRQ�



���

$SSHQGL[�,�±�2XWOLQH�RI�WKH�ZHGGLQJ�FHUHPRQ\�
�
$Q\WKLQJ�DSSHDULQJ�LQ�WKLV�IRQW�LV�FRPPRQ�WR�ERWK�PHWKRGV�DQG�VKRXOG�EH�LQFOXGHG�LQ�WKH�
FHUHPRQ\��,Q�RUGHU�WR�GLVWLQJXLVK�WKH�WZR�IRUPV�RI�PDUULDJH�ERQGV�ZKHUH�HOHPHQWV�RI�HDFK�
GLIIHU��HDFK�ZLOO�DSSHDU�LQ�GLIIHUHQW�IRQWV��KLWNDGVKXW��EULW�DKXYLP��)ROORZ�DOO�LQVWUXFWLRQV�IRU�
WKH�FKRVHQ�PHWKRG��
�

$��:HOFRPLQJ�
�

�7KH�ZHGGLQJ�LV�SHUIRUPHG�XQGHU�D�KXSSDK��DQG�WKH�FRXSOH�LV�JUHHWHG�ZLWK�WKH�WUDGLWLRQDO�
ZHOFRPH�IURP�WKH�RIILFLDQW���
�

%�� +LWNDGVKXW�%ULW�$KXYLP�±�%LQGLQJ�WKH�&RXSOH�LQ�0DUULDJH��
�

�)RU�D�ZHGGLQJ�E\�KLWNDGVKXW��WKH�OHJDO�DFW�RI�ELQGLQJ�WR�HDFK�RWKHU�LV�SUHFHGHG�E\�D�
EOHVVLQJ�RYHU�D�JODVV�RI�ZLQH��DQG�WKHQ�D�EOHVVLQJ�IRU�WKH�DFW�LWVHOI��
�
6XFK�D�EOHVVLQJ�LV�QRW�UHTXLUHG�IRU�%ULW�$KXYLP��EXW�PD\�EH�VDLG�LQ�SUDLVH�RI�
*RG�DQG�WR�IUDPH�WKH�DFW�RI�FRPPLWPHQW�XQGHUWDNHQ�E\�WKH�FRXSOH��LI�WKH\�DQG�
WKH�RIILFLDQW�VR�FKRRVH��
�
7KH�RIILFLDQW�VD\V�RQH�RI�RSWLRQV�D��E��RU�F��
�
2SWLRQ�D��
%OHVVHG�DUH�<RX��/RUG��5XOHU�RI�WKH�XQLYHUVH��
:KR�KDV�VDQFWLILHG�XV�ZLWK�+LV�
FRPPDQGPHQWV�DQG�VHSDUDWHG�XV�IURP�WKH�
IRUELGGHQ�UHODWLRQV�DQG�FRPPDQGHG�XV�
³VDQFWLI\�\RXUVHOYHV�DQG�EH�KRO\�´�DQG�
SHUPLWWHG�XV�WKLV�RQH�WR�WKDW�DQG�WKDW�RQH�WR�
WKLV��WR�EHFRPH�RQH�IOHVK��E\�PHDQV�RI�
KXSSDK�DQG�>FRYHQDQW@�>VDQFWLI\LQJ�
RQHVHOI@��LQ�VDQFWLW\��SXULW\��DQG�IDLWKIXOQHVV��
%OHVVHV�DUH�<RX��/RUG��:KR�VDQFWLILHV�,VUDHO��

ʠʡ³ʠ�ʤʮ³�ʺʥʩʸʲʤ�ʬʲ�ʥʰʬʩʣʡʤʥ�ʥʩʺʥʶʮʡ�ʥʰʹʣʷ�ʸʹʠ�ʤ
ʭʹʣʷʺʤʥ�ʥʰʥʶʥ��ʥʦʥ�ʥʦʬ�ʤʦ�ʥʰʬ�ʸʩʺʤʥ�ʭʩʹʣʷ�ʭʺʩʩʤʥ

ʤʦʬ���ʤʴʥʧ�ʩʣʩ�ʬʲ�ʣʧʠ�ʸʹʡʬ�ʺʥʩʤʬ@³¢±���>
@ʺʥʹʣʷʺʤʥ�>ʺʥʰʮʠʰʥ�ʤʸʤʨʥ�ʤʹʥʣʷʡ��ʠʡ³�ʹʣʷʮ�ʤ

ʬʠʸʹʩ� �
�

�
�
�
�
�

�����������������������������������������������������������
��$V�LQ�0RUHK�'HUHNK�&���±����
��&LUFOLQJ�±�RQH�SDUWQHU�FLUFOLQJ�WKH�RWKHU��WUDGLWLRQDOO\�WKH�EULGH�FLUFOLQJ�WKH�JURRP���RU�HDFK�
FLUFOLQJ�WKH�RWKHU�±�LV�D�PDWWHU�RI�FXVWRP�UDWKHU�WKDQ�KDODNKDK�DQG�PD\�EH�SHUIRUPHG�RU�RPLWWHG�
DV�WKH�FRXSOH�GHFLGHV���
��7KH�RUGHU�PD\�EH�UHYHUVHG��RU�IRU�D�PDUULDJH�RI�VDPH�VH[�SDUWQHUV��VLPSO\�ʤʦʬ�ʤʦ�RU�ʥʦʬ�ʥʦ�LV�XVHG�
DV�DSSURSULDWH��



���

2SWLRQ�E��
2XU�*RG�DQG�*RG�RI�RXU�3DWULDUFKV�DQG�
0DWULDUFKV��ORRN�GRZQ�IURP�<RXU�KRO\�
DERGH��IURP�KHDYHQ��DQG�EOHVV�WKHVH�ORYLQJ�
FRPSDQLRQV�ZKR�DUH�WRJHWKHU�FUHDWLQJ�D�
&RYHQDQW�RI�/RYHUV��3UDLVHG�DUH�<RX��
$GRQDL��ZKR�LV�JRRG�DQG�GRHV�JRRG��

�˒ʰʩ ʒ̋ ʥ ʖ̇ ʑ̱ ʍʥ�˒ʰʩ ʒ̋ ʥ ʖʡ ʏʠ�ʩ ʒʤ˄ʠʒʥ�˒ʰʩ ʒʤʬʠ�ʕ̋ ʩ ʑ˟ ʍ̌ ʔˑ�ʯʥ ʖ̡ ʍ̇ ʑ̇ �ʤ�ʕ˟�˃ ʍ̌ ʍʣ
ʯ ʑ̇��ʭ ʑ̞ ʔ̇ ʕ̄ ʔˑ�ʕˎ ˒ʺ ʓʠ�˂ ʒy��ʕˑ�ʭʩ ʑʘ̡ ʒy�ʕˑ�ʔˑ �ʭʩ ʑˎ ˒ʤ ʏʠ�ʭ ʓʤʩʒh ʩ ʒʡ�ʭʩ ʑs ʍy ʖʫ

ʭʩ ʑˎ ˒ʤ ʏʠ�ʺʩ ʑɣ ʍʡ���ʕˎ�˂˒ʸ�ʕs ʘˋ�ʤ�ʕ̞ ʍʩ�ʡʩ ʑ̝ ʒ̇ ʔˑ ʍʥ�ʡʩ ʖ̝ ʔˑ� �
�

�
2SWLRQ�F��
2XU�*RG�DQG�*RG�RI�RXU�3DWULDUFKV�DQG�
0DWULDUFKV��ORRN�GRZQ�IURP�<RXU�KRO\�
DERGH��IURP�KHDYHQ��DQG�EOHVV�WKHVH�ORYLQJ�
FRPSDQLRQV�ZKR�DUH�WRJHWKHU�SDUWLFLSDWLQJ�LQ�
D�&RYHQDQW�RI�OLIH�ORQJ�SDUWQHUVKLS��0D\�
WKH\�GZHOO�EHIRUH�<RX�LQ�ORYH��KDUPRQ\��
SHDFH��DQG�FRPSDQLRQVKLS��3UDLVHG�DUH�<RX��
$GRQDL��ZKR�LV�JRRG�DQG�GRHV�JRRG��

�˒ʰʩ ʒ̋ ʥ ʖ̇ ʑ̱ ʍʥ�˒ʰʩ ʒ̋ ʥ ʖʡ ʏʠ�ʩ ʒʤ˄ʠʒʥ�˒ʰʩ ʒʤʬʠʖ�ʕ̋ ʩ ʑ˟ ʍ̌ ʔˑ�ʯʥ ʖ̡ ʍ̇ ʑ̇ �ʤ�ʕ˟˃ ʍ̌ ʍʣ�
ʯ ʑ̇��ʭ ʑ̞ ʔ̇ ʕ̄ ʔˑ�ʕˎ ˒�˂ ʒy�ʕˑ ʺ ʓʠ�ʭʩ ʖ̡ ʒy�ʕˑ�ʭʩ ʖʡ˒ʤ ʏʠ�ʑ̇ ʔˑ�ʣ ʔʘʧʔ̞ �ʭʩʴ ʍ̋ ʔs ʍ̌

�ʭʥ ʖʩ ʔˑ�ʕs ˒ˇ ʍʡʭʩ ʑ̞ ʔʘʧ�ʺ˒ʴ���ʥʡ ʍ̌ ʒʩ ʓ̌ �ʭ ʒʫ ʔ˓ ʍʥ�ʕ̋ ʍʬ�˃ʩʓh�ʕˎ ʏʤˋ ʍʡ�ʤ
�ʕ˒ ʏʧˋ ʍʡ˒�ʤ�ʕ̄ ʍʡʺ˒ʲ ʒy ʍʡ˒�ʭʥ˄���ʕˎ�˂˒ʸ�ʕs ʘˋ�ʤ�ʕ̞ ʍʩ�ʡʩ ʑ̝ ʒ̇ ʔˑ ʍʥ�ʡʥ ʖ̝ ʔˑ� �

�

�
7KH�RIILFLDQW��DQG�WKH�EULGH�DQG�JURRP�HDFK�GULQN�D�VLS�RI�WKH�ZLQH��
�

�)ROORZLQJ�WKH�EOHVVLQJ��WKH�DFW�RI�VHOI�EHWURWKDO�HDFK�WR�WKH�RWKHU�RU�WKH�FUHDWLRQ�RI�WKH�
SDUWQHUVKLS�LV�SHUIRUPHG���
�
$V�LQ�D�WUDGLWLRQDO�NLGGXVKLQ�FHUHPRQ\��WKHUH�VKRXOG�EH�YDOLG�ʭʩʣʲ�ZLWQHVVHV��DV�GHILQHG�E\�WKH�
&-/6���GHVLJQDWHG�IRU�WKLV�WUDQVDFWLRQ��
�
7KH�RIILFLDQW�EHJLQV�ZLWK�WKH�GHFODUDWLRQ�DQG�DFNQRZOHGJHPHQW�RI�HDFK�PHPEHU�RI�WKH�FRXSOH�
DIILUPDWLYHO\�VWDWLQJ�WKHLU�DZDUHQHVV�DQG�DFFHSWDQFH�WKDW�WKH�DFW�WKH\�DUH�DERXW�WR�XQGHUWDNH�LV�
QRW�LQWHQGHG�WR�FUHDWH�NLGGXVKLQ��RSWLRQ�D�RU�E���
�
2SWLRQ�D���
³>1DPH@�LV�LW�\RXU�ZLVK�WR�WDNH�XSRQ�\RXUVHOI�
DOO�RI�WKH�WHUPV�DQG�FRQGLWLRQV��PHQWLRQHG�LQ�
WKLV�FRQWUDFW��DQG�WR�XQLWH�ZLWK�WKLV�
PDQ�ZRPDQ��DQG�PDNH�ZLWK�KLP�KHU�D�
KRXVHKROG�DPRQJVW�,VUDHO"�$QG�GR�\RX�
OLNHZLVH�DIILUP�WKDW�WKLV�DFW�RI��IRU�
KLWNDGVKXW���VHOI�EHWURWKDO���IRU�EULW�
DKXYLP���FRYHQDQW�LV�QRW�D�NLGGXVKLQ��DQG�
\RXU�PDULWDO�UHODWLRQV�ZLOO�QRW�EH�IRU�WKH�
SXUSRVH�RI�HVWDEOLVKLQJ�D�NLGGXVKLQ"�

ʺʠ��ʭʩʠʰʺʤ�ʬʫʥ�ʺʥʡʥʧʤ�ʬʫ�ʪʮʶʲ�ʬʲ�ʬʡʷʬ�ʤʶʥʸ�ʤ
ʤʦ�ʸʨʹʡ�ʭʩʸʥʮʠʤ��ʹʠ�ʭʲ�ʣʧʠʺʤʬʥ�ʤʦ�ʤ�ʥʦ���ʭʩʩʷʬʥ

ʥʮʲ�ʬʠʸʹʩʡ�ʺʩʡ�ʤ���ʯʩʠʹ�ʸʸʹʠʬʥʺʥʹʣʷʺʤ�³¢±��
�ʭʹʬ�ʤʩʤʩ�ʭʫʺʠʡ�ʯʩʠʥ�ʯʩʹʥʣʩʷ�ʥʦʯʩʹʥʣʩʷ" �

�

�����������������������������������������������������������
��$V�IRUPXODWHG�E\�$PLWDL�DQG�-XOLH�3HOF�$GOHU�IRU�WKHLU�%ULW�$KXYLP�FHUHPRQ\��
��,I�WKH�FRXSOH�KDV�PDGH�WKH�PDUULDJH�FRQGLWLRQDO��WKLV�HOHPHQW�RI�WKH�TXHVWLRQ�VXIILFHV�WR�DIILUP�
WKHLU�FRPPLWPHQW�WR�WKDW�FRQGLWLRQ�IRU�WKH�GXUDWLRQ�RI�WKH�PDUULDJH��
��2U�³VHOI�VDQFWLILFDWLRQ�´�



���

�
2SWLRQ�E���
8QGHU�WKH�ʤʴʥʧ��LPPHGLDWHO\�EHIRUH�WKH�ELQGLQJ�DFW�RI�PDUULDJH��WKH�UDEEL�VKRXOG�DVN�WKH�FRXSOH�
WRJHWKHU��³'R�\RX�HQWHU�WKLV�PDUULDJH�>DFFRUGLQJ�WR�WKH�ODZV�RI�0RVHV�DQG�WKH�SHRSOH�RI�,VUDHO�
DQG@�>LI�WKH�FRXSOH�KDYH�VHW�FRQGLWLRQV�RQ�WKH�PDUULDJH��DQG�DFFRUGLQJ�WR�WKH�FRQGLWLRQV�\RX�KDYH�
XQGHUWDNHQ�DQG@�DFFRUGLQJ�WR�WKH�XQGHUVWDQGLQJ�WKDW�WKLV�DFW�RI��IRU�KLWNDGVKXW���VHOI�
EHWURWKDO���IRU�EULW�DKXYLP���FRYHQDQW�LV�QRW�IRU�WKH�SXUSRVH�RI�NLGGXVKLQ��QRZ�RU�GXULQJ�WKH�
GXUDWLRQ�RI�\RXU�PDUULDJH"´�
�
%RWK�SDUWLHV�VKRXOG�DQVZHU��³<HV�´�
�

�7KH�ELQGLQJ�DFW��
�
)RU�KLWNDGVKXW��WKH�SDUWQHUV�LQ�WXUQ��LQ�ZKDWHYHU�RUGHU�WKH\�FKRRVH��HDFK�UHFLWH�WKH�
IRUPXOD�DQG�WKHQ�SODFH�WKH�ULQJ�RQ�WKH�RWKHU¶V�ILQJHU��
�
$�PDQ�VD\V��
³ ʪʬ�ʹʣʷʺʮ�ʩʰʠ�ʩʸʤ��ʬʠʸʹʩʥ�ʤʹʮ�ʺʣʫ�ʥʦ�ʺʲʡʨʡ ´�
$�ZRPDQ�VD\V��
³ ʪʬ�ʺʹʣʷʺʮ�ʩʰʠ�ʩʸʤ��ʬʠʸʹʩʥ�ʤʹʮ�ʺʣʫ�ʥʦ�ʺʲʡʨʡ ´�
�
³%HKROG��ZLWK�WKLV�ULQJ�,�DP�EHWURWKHG�VHW�DVLGH�VDQFWLI\�P\VHOI�WR�\RX��DFFRUGLQJ�WR�WKH�
ODZV�RI�0RVHV�DQG�,VUDHO�´�
�
)RU�E·ULW�DKXYLP��$GOHU�GRHV�QRW�SURYLGH�RU�UHTXLUH�DQ\�VSHFLILF�IRUPXOD�IRU�WKH�
PHPEHUV�RI�WKH�FRXSOH�WR�VD\��WKH�DFW�LWVHOI�LV�WKH�ELQGLQJ�HOHPHQW��7KH�
SDUWQHUVKLS�GRFXPHQW�VKRXOG�EH�UHDG�DQG�VLJQHG�E\�WKH�FRXSOH��DQG�ZLWQHVVHV��
EHIRUH�WKH�V\PEROLF�SRROLQJ�RI�UHVRXUFHV��$GOHU�VXJJHVWV�WKDW�´,I�WKH�SDUWQHUV�
KDYH�SXW�LQ�GLVWLQFWLYH�SHUVRQDO�REMHFWV�DQG�LQWHQG�WR�WDON�DERXW�WKHLU�
VLJQLILFDQFH�IRU�WKH�SDUWQHUVKLS��WKH\�VKRXOG�GR�VR�EHIRUH�OLIWLQJ�WKH�EDJ�µ���7KH�
FRXSOH�HDFK�SODFH�D�SHUVRQDO�LWHP�RI�YDOXH�²�RU�WKH�ULQJV�WKDW�WKH\�ZLOO�
VXEVHTXHQWO\�ZHDU�²�LQWR�D�EDJ��DQG�OLIW�WKH�EDJ�WRJHWKHU��7KH\�PD\�VD\�WKH�
WUDGLWLRQDO�EOHVVLQJ�RYHU�D�UDLQERZ�DV�WKH\�GR�VR��
�
ˣʸ ʕʮ ʏʠ ʔʮ ʍˎ �ʭʕʩ ʔ̫ ʍʥ�ˣʺʩ ʑy ʍʡ ʑˎ �ʯ ʕʮ ʎʠʓh ʍʥ�ʺʩ ʑy ʍˎ ʔʤ�ʸ ʒʫˣʦ�ʭ ʕʬˣʲ ʕʤ�˂ ʓʬ ʓʮ�˒ʰʩ ʒʤˣʬ ʓʠ�
ʤ�ʤ ʕs ʔʠ�˂˒ʸ ʕˎ �
%OHVVHG�DUH�<RX��/RUG�RXU�*RG��6RYHUHLJQ�RI�WKH�XQLYHUVH��ZKR�UHPHPEHUV�WKH�FRYHQDQW��DQG�LV�
IDLWKIXO�WR�WKH�FRYHQDQW��DQG�NHHSV�SURPLVHV��
�

�����������������������������������������������������������
��$GDSWHG�IURP�WKH�ODQJXDJH�LQ�0RUHK�'HUHNK��&����IRU�NLGGXVKLQ�DO�W¶QDL��
��2U�³VHOI�VDQFWLILFDWLRQ�´�
��/DNK�RU�O¶NKD�DV�DSSURSULDWH�WR�WKH�JHQGHU�RI�WKH�SDUWQHU��
��/DNK�RU�O¶NKD�DV�DSSURSULDWH�WR�WKH�JHQGHU�RI�WKH�SDUWQHU��
��$GOHU��(QJHQGHULQJ�-XGDLVP�������6KH�DOVR�QRWHG�LQ�SHUVRQDO�FRQYHUVDWLRQ��0D\�����������WKDW�
WKLV�LV�RIWHQ�WKH�PRVW�SHUVRQDO�DQG�HPRWLRQDOO\�PRYLQJ�SDUW�RI�WKH�FHUHPRQ\�IRU�ERWK�WKH�FRXSOH�
DQG�WKH�RWKHUV�SUHVHQW��



���


�,Q�HLWKHU�FHUHPRQ\��WKH�PDUULDJH�GRFXPHQW�PD\�EH�UHDG�DIWHU�WKH�ELQGLQJ�DFW��
�

&��1LVVXLQ�
�

�7KH�RIILFLDQW�RU�D�JXHVW�PD\�RIIHU�D�UHDGLQJ�RU�D�FKDUJH�WR�WKH�FRXSOH��
�

�7KH�WUDGLWLRQDO�QXSWLDO�EOHVVLQJV��WKH�ʺʥʫʸʡ�ʲʡʹ��DUH�UHDG�E\�WKH�RIILFLDQW�RU�E\��-HZLVK����
SHUVRQV�WKH�FRXSOH�ZLVK�WR�KRQRU�DQG�KDYH�SDUWLFLSDWH�LQ�WKHLU�ZHGGLQJ��
�

7KH�EUHDNLQJ�RI�D�JODVV�E\�RQH�RU�ERWK�SDUWQHUV��
�

�<LKXG�3ULYDWH�WLPH�DORQH�IRU�WKH�FRXSOH��
�

�����������������������������������������������������������
��%HFDXVH�WKLV�LV�D�OHJDO��KDODNKLF�DFW�WR�FRPSOHWH�WKH�PDUULDJH��LW�VKRXOG�EH�SHUIRUPHG�E\�WKRVH�
ERXQG�E\�WKH�KDODNKLF�V\VWHP��,W�LV�OHIW�WR�WKH�LQGLYLGXDO�RIILFLDWLQJ�UDEEL��RU�WR�ZKRPHYHU�WKH�
FRXSOH�WXUQ�WR�DV�WKHLU�JXLGLQJ�KDODNKLF�DXWKRULW\��WR�GHWHUPLQH�WKH�DSSURSULDWHQHVV�RI�D�QRQ�
-HZLVK�UHODWLYH�RU�IULHQG�SDUWLFLSDWLQJ�LQ�DQRWKHU�PDQQHU��VXFK�DV�E\�UHDGLQJ�WKH�WUDQVODWLRQ�RI�
RQH�RI�WKH�EOHVVLQJV�DIWHU�WKH�+HEUHZ�KDV�EHHQ�UHFLWHG��RU�E\�SUHVHQWLQJ�D�UHDGLQJ�RI�D�ELEOLFDO�
SDVVDJH��D�SRHP��D�SHUVRQDO�FKDUJH�WR�WKH�FRXSOH��HWF��
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Preamble Option #2 (Gail Labovitz) 

This partnership that the bride, _________, and 
the bridegroom, _________, will effect is a 
sacred covenant, like the great covenants that the 
Blessed Creator set with the People of Israel and 
like those ancient covenants that our forefathers 
and foremothers set in olden days.  As it is said: 
“And I shall take you to me as my people, and I 
shall be yours -- your God.” (Ex. 6:7) And as it is 
said: “I shall espouse you forever; I shall espouse 
you in righteousness and justice, in 
lovingkindness and compassion; I shall espouse 
you in faith, and you will know that I am 
YHVH.” (Hos. 2:21-22) And as it is said: “And 
the soul of Yonatan was bound up with the soul 
of David, and Yonatan loved him even as his 
own self...and Yonatan and David forged a 
covenant, based upon each loving the other as 
he loved himself.” (1 Sam. 18:1-3) 

, _________שותפות זו שיקיימו הכלה
כבריתות , ברית קדושה היא, _________והחתן

, הגדולות שכרת הבורא יתברך עם ישראל
כמו . אבותנו ואמותנו בימי קדםוכבריתות שכרתו 

לכם  ולקחתי אתכם לי לעם והייתי: מראשנ
וארשתיך לי : מראוכמו שנ). ז:שמות ו(לאלהים 

לעולם וארשתיך לי בצדק ובמשפט ובחסד 
' את ה וברחמים וארשתיך לי באמונה וידעת

ונפש יהונתן : מראוכמו שנ).  כא־כב:הושע ב(
ויכרת ...ויאהבהו יהונתן כנפשונקשרה בנפש דוד 

שמואל א (יהונתן ודוד ברית באהבתו אתו כנפשו 
).ג, א:חי  

 

3. The body of the Brit Ahuvim – required for all versions 
 (Amitai and Julie Pelc Adler, adapted from the original by Rachel Adler): 

Therefore, this Covenant of Lovers shall be 
effected and begin at the moment the bride, 
__________, and the bridegroom, __________, 
agree before the court and witnesses to the terms 
and conditions of this partnership, and signify it 
by means of combining their pledges of property 
in a lifted bag, and then signing this deed of 
partnership. 

 
These are the terms by which the parties to this 
Covenant of Lovers-- the bride, _________, and 
the bridegroom, _________ -- shall be bound: 
 
 
The bride and bridegroom set themselves apart, 
each for the other only, and shall not take any 
others to themselves. 

The bride and bridegroom agree that they 
together shall make a household amongst the 
People Israel, and a whole family. That is, they 
shall each guard over the other, in matters 
physical and in matters spiritual; they shall each 

, ________ובכן ברית אהובים זו תחל כשהכלה 
יסכימו בפני עדים לחיובי , ________והחתן 

לו את הסכמתם מויסַ , ותנאי השותפות הזאת
ויחתמו , על־ידי הטלת ערבנותיהם לתוך כיס אחד

 :השותפות הזהעל שטר 
  
  
  

, _______ואלא החיובים בהם יתחייבו הכלה 
  :בעלי ברית אהובים זו, __________והחתן 

  
  

, צמם זה לזו וזו לזהעהחתן והכלה מקדישים את 
  .ולא יקחו עוד אחר על פני הזולת

  
החתן והכלה מקבלים על עצמם לשַתף פעולה 

: בקיום בית נאמן בישראל ומשפחה שלימה
בין על בריאות , לשמור אחד על השני, כלומר

לדאג כל אחד מידי ; הגוף בין על בריאות הנשמה



 

concern themselves with the hap
other, each and every day; th
provide aid and compassionate as
other in all circumstances of life; 
each provide for the other, shou
reason not be possible for them to
and they shall both remember w
and a gift is theirs in the miracle of

 
The bride and bridegroom agree 
dwell together according to the
People Israel: they shall serve YH
and do what is right in God’s e
make their home a place of lovin
justice, peace and joy, love and f
most of all, of learning and teac
may fulfill the words of our Sag
home be a meeting place for the w
home be open wide, and let 
members of your household.” (Pir
 

4. Individualized Commitment
commitments/agreements 
relationship. The following a
represent the full possibility
with the assistance of a rab
include as many or as few c

For a couple hoping/ intending to h
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ppiness of the 
hey shall each 
ssistance to the 

and they shall 
uld it for some 
o both provide; 
what a blessing 
f their love. 

that they shall 
e ways of the 
HVH our God, 
eyes; they shall 
ngkindness and 
fellowship, and 
hing, that they 
ges: “Let your 
wise…Let your 
the needy be 

rkei Avot 1:4,5) 

לעזור אחד לשני ולרחם ; ת השני
ולפרנס אחד את השני ; ת החיים

ולזכור שניהם ; להתפרנס ביחד ר
ה ואיזו ברכה יש להם בנס 

לים על עצמם לחיות ביחד כדרך 
ולעשות הישר , אלהינו' וד את ה

שלום , יתם מקום חסד וצדקה
ולם ללמוד וללמד ועל כ, רעות

יהי ביתך : ל“ז, דברי חכמנו םת
יהי ביתך פתוח לרוחה ויהיו ...ם

  ).ה, ד:אבות א

ts – at this point the couple may add various 
that are individualized to the circumstances of their
are examples of such commitments, and do not by a
y of options. Couples may draft language for their ow
bi, scholar, and/or the officiant at their ceremony. A
ommitments of this sort as they desire. 

ave a family together (Rachel Adler): 

 

יום ביומו לשמחת
עליו בכל נסיבות
במקרה ואי אפשר
תמיד איזו מתנה

  .אהבתם
 
 
 

החתן והכלה מקב
לעבו: עם ישראל

להיות ב: בעיניו
אהבה ור, ושמחה

תיויקיימו בב; בו
בית ועד לחכמים

א(עניים בני ביתך 

r own 
any means 
wn commitments 
A couple may 

 



57 
 

 

For a when one or both partners have children from a previous relationship (Gail Labovitz): 

The [bride/groom/each partner] agrees that 
[she/he/they] shall protect, support, and care for 
the children of [the bride/the groom/each 
other], as did Bityah, the daughter of Pharaoh, 
for Moshe, that [she/he/they] may fulfill the 
words of our Sages: “Anyone who raises the 
child of his fellow, Scripture attributes it to him 
as if he had birthed him.” (Midrash Sekhel Tov)  
And they both agree that they will raise them 
with love and safety and respect, in the ways of 
Torah and Halachah, and in the traditions of 
Avraham, Yitzchak, and Yaakov, Sarah, Rivkah, 
Rachel and Leah, to be in awe of Heaven, 
pursuers of peace, and lovers of justice and 
lovingkindness, so that they shall fulfill what is 
written: “Be among the students of Aharon: love 
peace and pursue peace, love all living creatures, 
and draw them close to the Torah.” (Avot 1:12) 

על  ים/ת/מקבל ]שני השותפים/החתן/והכלה[
ולטפל בבני , לפרנס את, לשמור על ם/ה/ועצמ

כמו , היא בבניו והוא בבניה]/החתן/הכלה[
דברי  הם/ה/וויקיימו ב, שעשתה בתיה למשה

, כל המגדל בן חבירו בתוך ביתו: ל“ז, חכמנו
). מדרש שכל טוב(מעלה עליו הכתוב כאילו ילדו 

ושניהם מקבלים על עצמם שיגדלו אותם באהבה  
ובדרכי תורה והלכה על פי , וביטחון ובכבוד
, רחל, רבקה, שׂרה, ויעקב, יצחק, מסורת אברהם

ואוהבי , רודפי שלום, שיהו יראי שמים, ולאה
הוי  :ל“ז, ויקיימו בהם דברי חכמנו, ק וחסדצד

מתלמידיו של אהרן אוהב שלום ורודף שלום 
):יב:אבות  א(אוהב את הבריות ומקרבן לתורה   

 

For a couple with aging parents (Gail Labovitz): 

The bride and the bridegroom agree that they 
shall protect, and if necessary support, and be an 
advocate, each for the parents of the other, with 
love and safety and respect, as Ruth did for 
Naomi, as it is said: “But Ruth replied, ‘Do not 
urge me to leave you, to turn back and not 
follow you. For wherever you go, I will go; 
where you lodge, I will lodge; your people shall 
be my people, and your God my God.’” (Ruth 
1:16) 

החתן והכלה מקבלים על עצמם כל אחד לשמור 
ולהיות מליץ או , ואם יצריכו לפרנס את, על

באהבה וביטחון , שר לאב ואם של השנימליצת יו
: כמו שנאמר, כמו שעשתה רות לנעמי, ובכבוד

ותאמר רות אל תפגעי בי לעזבך לשוב מאחריך כי 
אל אשר תלכי אלך ובאשר תליני אלין עמך עמי 

):טז:רות פרק א(ואלהיך אלהי   

 

(see also Adler, Engendering Judaism, 214 and 216 for a pledge of mutual support at the end of life) 

5. Required Statement – this marriage is not intended as kiddushin. 

The bride, ________, and the bridegroom, 
_________, also attest: 
This Covenant of Lovers is not a kiddushin 
marriage, and the marital relations of the 
bridegroom and bride are not intended to bring 
about kiddushin marriage. 

 ____________והחתן , __________הכלה 
  :מצהירים

ואין ביאת החתן , קידושין ואין ברית אהובים ז
אלא אך : ולא לשם זנות, והכלה לשם קידושין

  .ורק לשם הבעת אהבה
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6KRXOG�LW�KDSSHQ�WKDW��*RG�IRUELG��WKH�EULGH�RU�
EULGHJURRP�PLJKW�ZLVK�RU�UHTXLUH�WKH�
WHUPLQDWLRQ�RI�WKLV�SDUWQHUVKLS�DQG�&RYHQDQW��LW�
VKDOO�EH�QXOOLILHG�DQG�HQGHG�XSRQ�WKH�PXWXDO�
GHFODUDWLRQ�LQ�ZULWLQJ�RI�WKH�SDUWLHV�DQG�WKHLU�
VLJQDWXUHV�EHIRUH�D�MXVW�UDEELQLFDO�FRXUW��RU��E\�
WKH�ZULWWHQ�GHFODUDWLRQ�RI�HLWKHU�SDUW\�WR�WKH�
&RYHQDQW�VLJQHG�E\�WKDW�SDUW\�DQG�WZR�
ZLWQHVVHV��EHIRUH�D�MXVW�UDEELQLFDO�FRXUW��$QG�
DGGLWLRQDOO\��WKH�SDUWLHV�WR�WKLV�SDUWQHUVKLS�PXVW�
DFFRPSDQ\�LWV�GLVVROXWLRQ�ZLWK�D�FLYLO�GLYRUFH�
DFFRUGLQJ�WR�WKH�ODZV�RI�>FRXQWU\@��RU�ZKDWHYHU�
VHFXODU�JRYHUQPHQW�WKH\�KDSSHQ�WR�EH�OLYLQJ�
XQGHU�DW�WKDW�WLPH��%XW�DW�QR�WLPH�RXJKW�D�JHW�
GLYRUFHPHQW�EH�QHFHVVDU\��
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7R�DWWHVW� DQG� DIILUP�DOO� WKHVH� ULJKWV� DQG� FRQGLWLRQV�
DQG� UHVSRQVLELOLWLHV� VHW� IRUWK� DERYH�� WKH� EULGH��
BBBBBBBBB�� DQG� WKH� EULGHJURRP�� BBBBBBBBB�� DQG�
WKH�ZLWQHVVHV�WR�WKH�GRFXPHQW��FRPH�WKDW�WKH\�PD\�
VLJQ��0D\� LW� EH� WKH�ZLOO� RI� WKH�%OHVVHG�&UHDWRU� WKDW�
WKH� SDUWLHV� WR� WKLV� &RYHQDQW� RI� /RYHUV� VKDOO� IXOILOO�
WKHUHLQ�ZKDW�LV�ZULWWHQ��´6HW�PH�DV�D�VHDO�XSRQ�\RXU�
KHDUW��OLNH�WKH�VHDO�XSRQ�\RXU�DUP��IRU�ORYH�LV�VWURQJ�
DV�GHDWK«0DQ\�ZDWHUV�FDQQRW�GURZQ�ORYH��QRU�FDQ�
ULYHUV�TXHQFK�LW���µ��6RQJ�RI�6RQJV���������
�
�
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�
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ϭ͘� /ŶƚƌŽĚƵĐƚŝŽŶ�ĂŶĚ�
Ϯ͘� �ŽĚǇ�ŽĨ�ƚŚĞ��ŽĐƵŵĞŶƚ�

KŶ�ƚŚĞ�ͺͺ;ϭͿͺͺͺ�ĚĂǇ�ŽĨ�ƚŚĞ�ǁĞĞŬ͕�ƚŚĞ�ͺͺ;ϮͿͺͺ�ĚĂǇ�
ŽĨ�ƚŚĞ�ŵŽŶƚŚ�ŽĨ�ͺͺ;ϯͿͺͺ�ŝŶ�ƚŚĞ�ǇĞĂƌ�ĨŝǀĞ�ƚŚŽƵƐĂŶĚ�
ƐĞǀĞŶ�ŚƵŶĚƌĞĚ�ͺͺ;ϰͿͺͺ͕�ĐŽƌƌĞƐƉŽŶĚŝŶŐ�ƚŽ�ƚŚĞ�
ƐĞĐƵůĂƌ�ĚĂƚĞ�ŽĨ�ͺͺͺ;ϰĂͿͺͺͺͺ͕�ŚĞƌĞ�ŝŶ�ͺͺͺͺ;ϱͿͺͺͺͺ�
ŝŶ�ƚŚĞ�ĐŽƵŶƚƌǇ�ŽĨ�ͺͺͺͺͺͺ;ϲͿͺͺͺͺͺͺ�ǁĞ͕�
ͺͺͺͺͺͺ;ϳͿͺͺͺͺͺͺͺͺ�ƚŚĞ�ĚĂƵŐŚƚĞƌͬƐŽŶ�ŽĨ�
ͺͺͺͺͺͺͺͺͺͺͺͺͺͺ͕�ĂŶĚ�ͺͺͺͺͺ;ϳͿͺͺͺͺͺͺͺͺ�ƚŚĞ�
ĚĂƵŐŚƚĞƌͬƐŽŶ�ŽĨ�ͺͺͺͺͺͺ;ϴͿͺͺͺͺͺͺͺͺ͕�ďĞĨŽƌĞ�ƚŚĞ�
ƉĞŽƉůĞ�ĂŶĚ�ƚŚĞ�ĐŽŶŐƌĞŐĂƚŝŽŶ�ŵĂŬĞ�ƚŚŝƐ�ŚŽůǇ�
ĚĞĐůĂƌĂƚŝŽŶ͗�

͞>Ğƚ�ŝƚ�ďĞ�ŬŶŽǁŶ�ƚŚĂƚ�ŽƵƌ�ƐŽƵůƐ�ĂƌĞ�ďŽƵŶĚ�ŽŶĞ�ƚŽ�
ƚŚĞ�ŽƚŚĞƌ�ǁŝƚŚ�ďŽŶĚƐ�ŽĨ�ůŽǀĞ�ĂŶĚ�ŵƵƚƵĂů�ĚĞǀŽƚŝŽŶ͕�
ĂŶĚ�ƚŚĂƚ�ŝƚ�ŝƐ�ŽƵƌ�ŝŶƚĞŶƚŝŽŶ͕�ǁŝƚŚ�'ŽĚ͛Ɛ�ŚĞůƉ͕�ƚŽ�ďĞ�
ĞǆĐůƵƐŝǀĞůǇ�ĨĂŝƚŚĨƵů�ƚŽ�ĞĂĐŚ�ŽƚŚĞƌ�Ăůů�ƚŚĞ�ĚĂǇƐ�ŽĨ�ŽƵƌ�
ůŝǀĞƐ�ƵƉŽŶ�ƚŚŝƐ�ĞĂƌƚŚ͘��Ɛ�ŽƵƌ�^ĂŐĞƐ�ƚĂƵŐŚƚ͗���
ƉĞƌƐŽŶ�ƐŚŽƵůĚ�ĨŝŶĚ�Ă�ƉĂƌƚŶĞƌ�ǁŝƚŚ�ǁŚŽŵ�ƚŽ�ĞĂƚ͕�
ĚƌŝŶŬ͕�ƌĞĂĚ͕�ƐƚƵĚǇ͕�ƐůĞĞƉ͕�ĂŶĚ�ƐŚĂƌĞ�ĞǀĞƌǇ�ƐĞĐƌĞƚ͕�
ƐĞĐƌĞƚƐ�ŽĨ�dŽƌĂŚ�ĂŶĚ�ƐĞĐƌĞƚƐ�ŽĨ�ůŝĨĞ͘�tĞ�ƐŚĂůů�ƐŚĂƌĞ�
ĨƌŽŵ�ƚŚŝƐ�ĚĂǇ�Ă�ĐŽŵƉůĞƚĞ�ƉĂƌƚŶĞƌƐŚŝƉ͕�ũŽǇĨƵůůǇ�ĂŶĚ�
ǁŚŽůĞŚĞĂƌƚĞĚůǇ�ĞƐƚĂďůŝƐŚŝŶŐ�Ă�ŚŽƵƐĞŚŽůĚ�ŝŶ�
ĐŽŵŵŽŶ�ǁŝƚŚ�ŵŽƌĂů�ĂŶĚ�ĨŝŶĂŶĐŝĂů�ƌĞƐƉŽŶƐŝďŝůŝƚŝĞƐ�
ĨŽƌ�ŽŶĞ�ĂŶŽƚŚĞƌ͘�tĞ�ƐŚĂůů�ďĞ�ůŽǀŝŶŐ�ƉĂƌƚŶĞƌƐ�ĨŽƌ�
ĞĂĐŚ�ŽƚŚĞƌ�ĂŶĚ�ǁŝůů�ĐŚĞƌŝƐŚ͕�ƌĞƐƉĞĐƚ͕�ƐƵƐƚĂŝŶ�ĂŶĚ�
ĂƐƐŝƐƚ�ŽŶĞ�ĂŶŽƚŚĞƌ�ŝŶ�ƌŝŐŚƚĞŽƵƐŶĞƐƐ�ĂŶĚ�
ĨĂŝƚŚĨƵůŶĞƐƐ͘�tŝƚŚ�'ŽĚ͛Ɛ�ŚĞůƉ�ŵĂǇ�ŽƵƌ�ĚǁĞůůŝŶŐ�ďĞ�
ĨŝůůĞĚ�ǁŝƚŚ�ůŽǀĞ�ĂŶĚ�ŚĂƌŵŽŶǇ͕�ƉĞĂĐĞ�ĂŶĚ�
ĐŽŵƉĂŶŝŽŶƐŚŝƉ͕�ĂŶĚ�ŵĂǇ�ǁĞ�ďĞ�ƉƌŝǀŝůĞŐĞĚ�ƚŽ�
ŶƵƌƚƵƌĞ�ƚŽŐĞƚŚĞƌ�ŽƵƌ�:ĞǁŝƐŚ�ŚĞƌŝƚĂŐĞ͕�ŽƵƌ�ůŽǀĞ�ĨŽƌ�
ŽƵƌ�ĨĞůůŽǁ�:ĞǁƐ�ĂŶĚ�ƚŚĞ�ĚŝŐŶŝƚǇ�ŽĨ�ĞǀĞƌǇ�ĐƌĞĂƚƵƌĞ͘͟�

�ʍˎB����Bʺ ʕˎ ʔ̌ ʍˎB������B�ˇ ʓʣ ʖʧ ʍʬ�ʭˣʩB�����B�ʺʔh ʍ̌
�ʍʥ�ʺˣʠ ʒʮ�ʲ ʔʡ ʍ̌ ˒�ʭʩ ʑɹ ʕʬ ʏʠ�ʺ ʓ̌ ʒʮ ʏʧB����B�˒ʰ ʕʠ ʓ̌ �ʯʕʩ ʍh ʑʮ ʔʬ

�ʍˎ �ʯʠ ʔ̠ �ʭʩ ʑh ˣʮB����B�ʺʔh ʩ ʑʣ ʍʮ ʑˎB����B�˒ʸ ʍʮ ʕʠB�ʠ���B
�ʯ ʓˎB����B�ʍʥB�ʡ��B�ˎʺ�B����B�ʤ ʕʣ ʒ̂ ʍʥ�ʭ ʔ̂ �ʩʒh ʍɹ ʑˎ

ʤ ʕ̌ ˣʣ ʍ̫ �ʤ ʕy ʕʤ ʍʁ ʔʤ ʍˎ���˒ʰʩ ʒ̋ ˣˇ ʍɹ ʔh �˒ʸ ʍ̌ ʍ̫ ʑh ʓ̌ �ʤʓʦ ʕˎ � ʔ̂ ˒ʣʕʩ�ʠ ʒʤ ʍʩ
ʺʩ ʑʣ ʕʣ ʏʤ�ʺ˒ʸʩ ʑɦ ʍʮ˒�ʤ ʕʡ ʏʤ ʔʠ�ʩ ʒy ʍ̌ ʑ̫ ʍˎ �ˣʦ ʍˎ �ˣʦ���˒ʰ ʒ̋ ʕh ʕ˒ ʔʫ ʍʡ˒

ʬ ʕ̠ �ʩ ʑʣ ʕ̂ ʍʬ ʑˎ �ʯ ʓɹ ˣʠ ʍˎ �ʤʓʦ ʕʬ�ʤʓʦ�ʭʩ ʑh ʕʮ ʎʠʓh �ʺˣʩ ʍʤ ʑʬ�ʕʩ ʍʩ�ʺ ʔy ʍʦ ʓ̂ ʍˎ��
�ʔʧ�ʩ ʒʮ ʍʩ�ʭ ʕʣ ʕʠ�ʤʓh ʍ̫ ʑʩ�˒ʰʩ ʒ̋ ˣˎ ʔy �˒ʰ ʕ̌ ʓ̌ �ˣʮ ʍ̠ �ʺˣʮ ʕʣ ʏʠ�ʩ ʒʬʏ̂ �˒ʰʩʒ̞

�ˣ˙ ʑ̂ �ʠ ʕy ʍ̫ ʑʩ ʍʥ�ˣ˙ ʑ̂ �ʤ ʓs ʍ̌ ʑʩ ʍʥ�ˣ˙ ʑ̂ �ʬ ʔʫʠʖ ʩ ʓ̌ �ˣʮ ʍʁ ʔ̂ ʍʬ�ʸ ʒʡ ʕʧ
ʥʩ ʕy ʕ̋ ʍɦ �ʬ ʕ̠ �ˣʬ�ʤ ʓ̆ ʔʢʩ ʑʥ�ˣ˙ ʑ̂ �ʯ ʔ̌ ʩ ʑʩ ʍʥ�ˣ˙ ʑ̂ �ʤʓh ʍ̌ ʑʩ ʍʥ���ʩ ʒy ʍ̋ ʑɦ

ʵ ʓy ʓʠ�˂ ʓy ʓʣ�ʩ ʒy ʍ̋ ʑɦ ʍʥ�ʤ ʕy ˣʺ���ʔs ʍ̌ ʑh �˒ʰ ʍʧʔh ʏʠʯ ʑʮ�ʳ ʒs���ʤʓ˓ ʔʤ�ʭˣ˕ ʔʤ
�ʭ ʒʬ ʕ̌ �ʡ ʒʬ ʍʡ˒�ʸ ʓ̌ ˣʠ ʍˎ �ʩ˒ʠ ʕy ʕ̠ �ʸ˒ʮ ʕˏ �ʳ˒ˢ ʑ̌ ʍˎ �ʤ ʕʠ ʍʬ ʕʤ ʕʥ

ʳ ʕs ʗ̌ ʍʮ�ʺ ʑʩ ʔˎ �ʷ ʓ̌ ʓʮ�ʭʒ̞ ʔ̫ ʍh ˒���ʭʩ ʑʡ˒ʤ ʏʠ�ʭʩ ʑ̂ ʒy �ʤʓʦ ʕʬ�ʤʓʦ�ʤʓʩ ʍʤ ʑh
ʺ ʓʠ�ʤʓʦ�ʣ ʔ̂ ʍɦ ʑh ʍʥ�ʱʒh ʍy ʔɹ ʍh ˒�ʣ ʒˎ ʔʫ ʍh ˒�ʸʩ ʑ̫ ˣʰ ʍʥ���ʸ ʓ̌ ˣʩ ʍˎ �ʤʓʦ

ʤʕh ˒ʮ ʎʠ ʓʡ˒���ʕʩ ʍʩ�ʺ ʔy ʍʦ ʓ̂ ʍˎ��ʤ ʕʥ ʏʧ ʔʠ ʍʥ�ʤ ʕʡ ʏʤ ʔʠ�˒ʸ ʍ̌ ʑʩ�˒ʰʒh ˣʲ ʍʮ ʑˎ
ʺ˒ʣ ʏʤʔ̞ ʔʤ�ʺ ʓ̌ ʓy ˣʮ�ʺ ʓʠ�ʣ ʔʧʔʩ� ʔʧ ʒ̋ ʔʨ ʍʬ�ʤ ʓ̠ ʍʦ ʑh ʍʥ�ʺ˒ʲ ʒy ʍʥ�ʭˣʬ ʕ̌��

ʺˣ˕ ʑy ʍˎ ʔʤ�ʣˣʡ ʍʫ˒�ʬ ʒʠ ʕy ʍ̍ ʑʩ�ʺ ʔʡ ʏʤ ʔʠ� �

�;ϭͿ�ĚĂǇ�ŽĨ�ǁĞĞŬ͖�;ϮͿ�ĚĂǇ�ŽĨ�ŵŽŶƚŚ͖�;ϯͿ�,ĞďƌĞǁ�ŵŽŶƚŚ͖�;ϰͿ�,ĞďƌĞǁ�ǇĞĂƌ͖�;ϰĂͿ�ĚĂƚĞ�ŽŶ�ƐĞĐƵůĂƌ�ĐĂůĞŶĚĂƌ͖�
;ϱͿ�ĐŝƚǇ�ŶĂŵĞ͖�;ϲͿ�ĐŽƵŶƚƌǇͬĐŽŶƚŝŶĞŶƚ͖�;ϳၠͿ�ŶĂŵĞ�ŽĨ�ƚŚĞ�ŐƌŽŽŵ͖�;ϳ �ၢ Ϳ�ŶĂŵĞ�ŽĨ�ƚŚĞ�ďƌŝĚĞ͖�;ϴͿ�ŶĂŵĞƐ�ŽĨ�
ƉĂƌĞŶƚƐ͘�



ϲϭ�
�

EŽƚĞ͗�ƚŚĞ�ŶĂŵĞ�ŽĨ�ƚŚĞ�ďƌŝĚĞ�ĂŶĚ�ŐƌŽŽŵ�ĐĂŶ�ĂƉƉĞĂƌ�ŝŶ�ĞŝƚŚĞƌ�ŽƌĚĞƌ͘�

ϯ͘� ZĞƋƵŝƌĞĚ�^ƚĂƚĞŵĞŶƚ�ʹ�ƚŚŝƐ�ŵĂƌƌŝĂŐĞ�ŝƐ�ŶŽƚ�ŝŶƚĞŶĚĞĚ�ĂƐ�ŬŝĚĚƵƐŚŝŶ͘�

7KH� EULGH�� BBBBBBBB�� DQG� WKH� EULGHJURRP��
BBBBBBBBB��DOVR�DWWHVW��
7KLV�PDUULDJH�LV�QRW�D�NLGGXVKLQ�PDUULDJH��DQG�WKH�
PDULWDO�UHODWLRQV�RI�WKH�EULGHJURRP�DQG�EULGH�DUH�
QRW�LQWHQGHG�WR�EULQJ�DERXW�NLGGXVKLQ�PDUULDJH��

� ʤʬʫʤBBBBBBBBBB� �� ʯʺʧʤʥBBBBBBBBBBBB�
ʭʩʸʩʤʶʮ���

ʯʩʠ�ʺʥʹʣʷʺʤ�ʯʩʹʥʣʩʷ�ʤʦ���ʯʺʧʤ�ʺʠʩʡ�ʯʩʠʥ
ʯʩʹʥʣʩʷ�ʭʹʬ�ʤʬʫʤʥ��ʺʥʰʦ�ʭʹʬ�ʠʬʥ���ʪʠ�ʠʬʠ

ʤʡʤʠ�ʺʲʡʤ�ʭʹʬ�ʷʸʥ�� �
�

dŚĞ�ĐŽƵƉůĞ�ŵĂǇ�ĂůƐŽ�ŝŶĐůƵĚĞ�ƚŚĞ�ƐƉĞĐŝĨŝĐĂƚŝŽŶ�ƚŚĂƚ�ƚŚĞ�ŵĂƌƌŝĂŐĞ�ĚŽĞƐ�ŶŽƚ�ƌĞƋƵŝƌĞ�Ă�ŐĞƚ�ƚŽ�ďĞ�ĚŝƐƐŽůǀĞĚ͘�

6KRXOG�LW�KDSSHQ�WKDW��*RG�IRUELG��WKH�EULGH�RU�
EULGHJURRP�PLJKW�ZLVK�RU�UHTXLUH�WKH�
WHUPLQDWLRQ�RI�WKLV�SDUWQHUVKLS��LW�VKDOO�EH�
QXOOLILHG�DQG�HQGHG�XSRQ�WKH�PXWXDO�GHFODUDWLRQ�
LQ�ZULWLQJ�RI�WKH�SDUWLHV�DQG�WKHLU�VLJQDWXUHV�
EHIRUH�D�MXVW�UDEELQLFDO�FRXUW��RU��E\�WKH�ZULWWHQ�
GHFODUDWLRQ�RI�HLWKHU�SDUW\�VLJQHG�E\�WKDW�SDUW\�
DQG�WZR�ZLWQHVVHV��EHIRUH�D�MXVW�UDEELQLFDO�FRXUW��
$QG�DGGLWLRQDOO\��WKH�SDUWLHV�WR�WKLV�SDUWQHUVKLS�
PXVW�DFFRPSDQ\�LWV�GLVVROXWLRQ�ZLWK�D�FLYLO�
GLYRUFH�DFFRUGLQJ�WR�WKH�ODZV�RI�>FRXQWU\@��RU�
ZKDWHYHU�VHFXODU�JRYHUQPHQW�WKH\�KDSSHQ�WR�EH�
OLYLQJ�XQGHU�DW�WKDW�WLPH��%XW�DW�QR�WLPH�RXJKW�D�
JHW�GLYRUFHPHQW�EH�QHFHVVDU\��

ʤʸʷʮʡ��ʥʧ³ʹ���ʤʬʫʤʥ�ʯʺʧʤ�ʥʫʸʨʶʩ�ʥʠ�ʥʶʸʩʥ
ʥʦ�ʺʥʴʺʥʹ�ʬʨʡʬ���ʯʩʡ�ʤʮʫʱʤ�ʩʣʩʚʬʲ�ʬʨʡʩʺ�ʠʩʤ

ʭʤʩʣʩ�ʺʮʩʺʧʡʥ�ʸʨʹʡ�ʭʤʩʰʹ��ʭʩʣʲ�ʩʰʹ�ʩʣʩʥ
ʭʩʸʹʫ��ʷʣʶ�ʯʩʣ�ʺʩʡ�ʩʰʴʡ��ʥʠ���ʺʸʤʶʤ�ʩʣʩ�ʬʲ

ʭʤʮ�ʣʧʠ�ʬʹ�ʥʰʥʶʸ��ʥʣʩ�ʺʮʩʺʧʡʥ�ʸʨʹʡ��ʩʣʩʥ�ʤʣʩ
ʭʩʸʹʫ�ʭʩʣʲ�ʩʰʹ��ʷʣʶ�ʯʩʣ�ʺʩʡ�ʩʰʴʡ���ʬʫʡʥ

ʤʸʷʮ���ʺʥʷʺʰʺʤ�ʸʨʹ�ʩʬʡʡ�ʥʦ�ʺʥʴʺʥʹ�ʬʥʨʡ�ʯʩʠ
ʤʰʩʣʮʤ�ʺʥʫʸʥʠʡ��ʺʥʺʩʸʫ�ʨʢ�ʪʩʸʶ�ʠʬʬ�ʬʫʤʡʥ� �

�

�ƚ�ƚŚŝƐ�ƉŽŝŶƚ͕�ĐŽƵƉůĞƐ�ŵĂǇ͕�ŝĨ�ƚŚĞǇ�ƐŽ�ĚĞƐŝƌĞ͕�ŝŶĐůƵĚĞ�ŽŶĞ�Žƌ�ŵŽƌĞ�/ŶĚŝǀŝĚƵĂůŝǌĞĚ��ŽŵŵŝƚŵĞŶƚƐ͕�ĂƐ�ŝŶ�
ƉŽŝŶƚ�ϰ�ŽĨ�ƚŚĞ��ƌŝƚ��ŚƵǀŝŵ�ĚŽĐƵŵĞŶƚ�ĂďŽǀĞ͘�

ϰ͘� dŚĞ�ĨŽůůŽǁŝŶŐ�ĐŽŶĚŝƚŝŽŶ�ŵĂǇ�ďĞ�ŝŶĐůƵĚĞĚ�ŝŶ�ƚŚĞ�ĐŽŵŵŝƚŵĞŶƚ�ĚŽĐƵŵĞŶƚ͕�Žƌ�ǁƌŝƚƚĞŶ�ƵƉ�ĂƐ�Ă�
ƐĞƉĂƌĂƚĞ�ĚŽĐƵŵĞŶƚ�;ƐĞĞ��ŽĐƵŵĞŶƚ��͕�ďĞůŽǁͿ͗�

^ŚŽƵůĚ�ǁĞ�ĐŚŽŽƐĞ�ƚŽ�ƉĂƌƚ�Ăƚ�ƐŽŵĞ�ĨƵƚƵƌĞ�ƚŝŵĞ͕�ũƵƐƚ�
ĂƐ�ƚŚŝƐ�ĐŽǀĞŶĂŶƚ�ŚĂƐ�ďĞĞŶ�ĐŽŶĐůƵĚĞĚ�ŽƉĞŶůǇ�
ďĞĨŽƌĞ�ƚŚĞ�:ĞǁŝƐŚ�ƉĞŽƉůĞ͕�ƐŽ�ĚŽĞƐ�ĞĂĐŚ�ƉĂƌƚŶĞƌ�
ĐŽŵŵŝƚ�ƚŽ�ƐĞǀĞƌŝŶŐ�ƚŚŝƐ�ďŽŶĚ�ƚŚƌŽƵŐŚ�ĚŝƐƐŽůƵƚŝŽŶ�
΀ŚĂĨĂƌĂŚ΁�ŝŶ�ƚŚĞ�ĨĂƐŚŝŽŶ�ŽƌĚĂŝŶĞĚ�ďǇ�Ă�:ĞǁŝƐŚ�ĐŽƵƌƚ�
΀�Ğƚ��ŝŶ΁͘�EŽƚǁŝƚŚƐƚĂŶĚŝŶŐ͕�ƐŚŽƵůĚ�ǁĞ�ďĞ�
ƐĞƉĂƌĂƚĞĚ�ĨŽƌ�ŵŽƌĞ�ƚŚĂŶ�Ɛŝǆ�ŵŽŶƚŚƐ�ǁŝƚŚ�ƚŚĞ�
ŝŶƚĞŶƚ�ďǇ�ĞŝƚŚĞƌ�ƉĂƌƚǇ�ƚŽ�ƚĞƌŵŝŶĂƚĞ�ƚŚĞ�ƵŶŝŽŶ͕�ƚŚŝƐ�
ĐŽǀĞŶĂŶƚ�ƐŚĂůů�ďĞ�ŶƵůů�ĂŶĚ�ǀŽŝĚ͘�
�
;�ůůŝŽƚ��ŽƌĨĨ͕��ĂŶŝĞů�EĞǀŝŶƐ͕��ǀƌĂŵ�ZĞŝƐŶĞƌͿ�

;EŽƚĞ͗�ZĂďďŝƐ��ŽƌĨĨ͕�EĞǀŝŶƐ͕�ĂŶĚ�ZĞŝƐŶĞƌ�ĚŝĚ�ŶŽƚ�
ĐƌĞĂƚĞ�Ă�,ĞďƌĞǁ�ƚĞǆƚ�ĨŽƌ�ƚŚŝƐ�ĐŽŶĚŝƚŝŽŶ͘�KŶĞ�
ĐĂŶͬǁŝůů�ďĞ�ĂĚĚĞĚ�ŚĞƌĞ�ƐŚŽƵůĚ�ƚŚĞ�ƚĞƐŚƵǀĂŚ�ďĞ�
ĂĚŽƉƚĞĚͿ�



ϲϮ�
�

ϱ͘� �ŽŶĐůƵƐŝŽŶͬ^ŝŐŶĂƚƵƌĞƐ�

tĞ͕�ƚŚĞ�ǁŝƚŶĞƐƐĞƐ͕�ĂƚƚĞƐƚ�ƚŚĂƚ�ĞǀĞƌǇƚŚŝŶŐ�ƚŚĂƚ�ŝƐ�
ǁƌŝƚƚĞŶ�ĂŶĚ�ƐƉĞĐŝĨŝĞĚ�ĂďŽǀĞ�ŚĂƐ�ďĞĞŶ�ĚŽŶĞ�ŝŶ�ŽƵƌ�
ƉƌĞƐĞŶĐĞ�ĂŶĚ�ŝƐ�ǀĂůŝĚ�ĂŶĚ�ĞĨĨĞĐƚŝǀĞ͘�

;^ŝŐŶĂƚƵƌĞͿͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺ͕�ǁŝƚŶĞƐƐ�

;^ŝŐŶĂƚƵƌĞͿͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺ͕�ǁŝƚŶĞƐƐ�

˒ʰʩʒh ʕɹ ʍʬ�ʤ ʕ̍ ʏ̂ ʔh ʍʥ�ʸ ʔʮ ʎʠʓh �ʬʩ ʒ̂ ʍʬ�ˇ ʕy ʖɹ ʍʮ˒�ʡ˒ʺ ʕ̠ ʓ̌ �ʤ ʔʮ�ʬ ʕ̠��
ʭʕ̞ ʔ̫ ʍʥ�ʸʩ ʑy ʕ̌ �ʬ ʖ̠ ʔʤ ʍʥ� �

BBBBBBBBBBBB ʣʲ�ʤBBBBBBBBBBB �

ʣʲ�ʤBBBBBBBBBBBBBBBBBBBBBBB �

�

� �



ϲϯ�
�

�Ϳ� �ŽŶĚŝƚŝŽŶƐ�;ĂĚĂƉƚĞĚ�ĨƌŽŵ�ƚŚĞ�ĐŽŶĚŝƚŝŽŶ�ĚƌĂĨƚĞĚ�ďǇ��ůůŝŽƚ��ŽƌĨĨ͕��ĂŶŝĞů�EĞǀŝŶƐ͕��ǀƌĂŵ�ZĞŝƐŶĞƌͿ�

dŚĞ�ĐŽƵƉůĞ�ŵĂǇ�ƉůĂĐĞ�ƚŚŝƐ�ĐŽŶĚŝƚŝŽŶ�ŽŶ�ƚŚĞ�,ŝƚŬĂĚƐŚƵƚͬ�ƌŝƚ��ŚƵǀŝŵ�ŝŶ�Ă�ƐĞƉĂƌĂƚĞ�ĚŽĐƵŵĞŶƚ�ƌĂƚŚĞƌ�ƚŚĂŶ�
ŝŶ�ƚŚĞ�ďŝŶĚŝŶŐ�ŵĂƌŝƚĂů�ĚŽĐƵŵĞŶƚ͘�

dŚŝƐ�ĚŽĐƵŵĞŶƚ�ŝƐ�ƚŽ�ďĞ�ĐŽŵƉůĞƚĞĚ�ĂŶĚ�ƐŝŐŶĞĚ�ďǇ�ƚŚĞ�ĐŽƵƉůĞ�ĂŶĚ�ƚŚĞŝƌ�ǁŝƚŶĞƐƐĞƐ�ƉƌŝŽƌ�ƚŽ�ƚŚĞ�ǁĞĚĚŝŶŐ�
ĐĞƌĞŵŽŶǇ͘���ĐŽƉǇ�ƐŚĂůů�ďĞ�ŬĞƉƚ�ďǇ�ƚŚĞ�ŽĨĨŝĐŝĂƚŝŶŐ�ƌĂďďŝ͕�ǁŝƚŚ�ƚŚĞ�ŽƌŝŐŝŶĂů�ƌĞƚƵƌŶĞĚ�ƚŽ�ƚŚĞ�ĐŽƵƉůĞ�ƚŽŐĞƚŚĞƌ�
ǁŝƚŚ�ƚŚĞŝƌ�ŽƚŚĞƌ�ŵĂƌƌŝĂŐĞ�ĚŽĐƵŵĞŶƚƐ͘�

dŚŝƐ�ŝƐ�ƚŽ�ĐĞƌƚŝĨǇ�ƚŚĂƚ�ŽŶ�ƚŚĞ�΀,ĞďƌĞǁ�ĚĂƚĞ΁�ĚĂǇ�ŽĨ�ƚŚĞ�΀,ĞďƌĞǁ�ŵŽŶƚŚ΁�ŝŶ�ƚŚĞ�ǇĞĂƌ�΀,ĞďƌĞǁ�ǇĞĂƌ΁͕�
ĐŽƌƌĞƐƉŽŶĚŝŶŐ�ƚŽ�ƚŚĞ�΀ƐĞĐƵůĂƌ�ĚĂƚĞ΁�ŽĨ�΀ƐĞĐƵůĂƌ�ŵŽŶƚŚ΁͕�΀ƐĞĐƵůĂƌ�ǇĞĂƌ΁�ŝŶ�΀ŶĂŵĞ�ŽĨ�ũƵƌŝƐĚŝĐƚŝŽŶ΁͕�ͺͺͺͺͺͺͺͺ�
ĂŶĚ�ͺͺͺͺͺͺͺ͕�ŽĨ�ƚŚĞŝƌ�ŽǁŶ�ĨƌĞĞ�ǁŝůů�ĂŶĚ�ĂĐĐŽƌĚ͕�ƐƚŝƉƵůĂƚĞĚ�ƚŚĞ�ĨŽůůŽǁŝŶŐ�ǁŝƚŚ�ƌĞƐƉĞĐƚ�ƚŽ�ƚŚĞ��ŽǀĞŶĂŶƚ�ŽĨ�
>ŽǀŝŶŐ�WĂƌƚŶĞƌƐͬŵĂƌƌŝĂŐĞ�ďǇ�ŚŝƚŬĂĚƐŚƵƚ�ƚŚĂƚ�ƚŚĞǇ�ĞŶƚĞƌ�ƚŽĚĂǇ͗�

^ŚŽƵůĚ�ǁĞ�ĐŚŽŽƐĞ�ƚŽ�ƉĂƌƚ�Ăƚ�ƐŽŵĞ�ĨƵƚƵƌĞ�ƚŝŵĞ͕�ũƵƐƚ�ĂƐ�ƚŚŝƐ�ĐŽǀĞŶĂŶƚ�ŚĂƐ�ďĞĞŶ�ĐŽŶĐůƵĚĞĚ�ŽƉĞŶůǇ�ďĞĨŽƌĞ�
ƚŚĞ�:ĞǁŝƐŚ�ƉĞŽƉůĞ͕�ƐŽ�ĚŽĞƐ�ĞĂĐŚ�ƉĂƌƚŶĞƌ�ĐŽŵŵŝƚ�ƚŽ�ƐĞǀĞƌŝŶŐ�ƚŚŝƐ�ďŽŶĚ�ƚŚƌŽƵŐŚ�ĚŝƐƐŽůƵƚŝŽŶ�΀ŚĂĨĂƌĂŚ΁�ŝŶ�
ƚŚĞ�ĨĂƐŚŝŽŶ�ŽƌĚĂŝŶĞĚ�ďǇ�Ă�:ĞǁŝƐŚ�ĐŽƵƌƚ�΀�Ğƚ��ŝŶ΁͘�

EŽƚǁŝƚŚƐƚĂŶĚŝŶŐ͕�ƐŚŽƵůĚ�ǁĞ�ďĞ�ƐĞƉĂƌĂƚĞĚ�ĨŽƌ�ŵŽƌĞ�ƚŚĂŶ�Ɛŝǆ�ŵŽŶƚŚƐ�ǁŝƚŚ�ƚŚĞ�ŝŶƚĞŶƚ�ďǇ�ĞŝƚŚĞƌ�ƉĂƌƚǇ�ƚŽ�
ƚĞƌŵŝŶĂƚĞ�ƚŚĞ�ƵŶŝŽŶ͕�ƚŚŝƐ�ĐŽǀĞŶĂŶƚ�ƐŚĂůů�ďĞ�ŶƵůů�ĂŶĚ�ǀŽŝĚ͘�

ϭ͘� ^ŝŐŶĂƚƵƌĞƐͬtŝƚŶĞƐƐĞƐ�

�ƌŝĚĞͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺ�

'ƌŽŽŵͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺ�

tŝƚŶĞƐƐͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺ�

tŝƚŶĞƐƐͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺͺ�

�

ʯʺʧʤ��
BBBBBBBBBBBBBBBBBBBBBBBBBBBBB��

��
ʤʬʫʤ��
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�
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��
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�
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ϲϰ�
�

�Ϳ� �ŽĐƵŵĞŶƚ�;ĂŶĚ�WƌŽĐĞĚƵƌĞƐͿ�ŽĨ��ŝǀŽƌĐĞͬ,ĂĨĂƌĂŚ�;ĂĚĂƉƚĞĚ�ĨƌŽŵ��ŽƌĨĨ͕�EĞǀŝŶƐ͕�ĂŶĚ�ZĞŝƐŶĞƌͿϯ�

dŚĞƌĞ�ŝƐ�ŶŽ�ŶĞĞĚ�ƚŽ�ƌĞƉůŝĐĂƚĞ�ƚŚĞ�ƉƌŽĐĞĚƵƌĞƐ�ŝŶǀŽůǀŝŶŐ�Ă�ƐĐƌŝďĞ�ǁŚŝĐŚ�ƚŚĞ�ƌĂďďŝƐ�ƌĞƋƵŝƌĞĚ�ĨŽƌ�Ă�ŐĞƚ͘�dŚƵƐ͕�
ƚŚĞ�ĨŽůůŽǁŝŶŐ�ĚŽĐƵŵĞŶƚƐ�ŵĂǇ�ďĞ�ĨŝůůĞĚ�ŝŶ͕�ƉƌŝŶƚĞĚ͕�ĂŶĚ�ƐŝŐŶĞĚ͘�dŚĞ�ƐŝŐŶĂƚƵƌĞ�;ŚĂƚŝŵĂŚͿ�ŝƐ�ďǇ�ƚŚĞ�ƉĂƌƚŶĞƌ�
ƉƌĞƐĞŶƚŝŶŐ�ƚŚĞ�ĚŽĐƵŵĞŶƚ͖�ĂƐ�ŝŶĚŝĐĂƚĞĚ�ďĞůŽǁ͘�tŚĞŶ�ďŽƚŚ�ĂŐƌĞĞ�ƚŽ�ƉĂƌƚŝĐŝƉĂƚĞ�ŝŶ�ƚŚŝƐ�ƉƌŽĐĞĞĚŝŶŐ͕�ĞĂĐŚ�
ƐŚŽƵůĚ�Ĩŝůů�ŽƵƚ�ƚŚĞ�ĚŽĐƵŵĞŶƚ�ĂŶĚ�ƉƌĞƐĞŶƚ�ŝƚ�ƚŽ�ƚŚĞ�ŽƚŚĞƌ͘�,ŽǁĞǀĞƌ͕�ŝŶ�ĐĂƐĞƐ�ǁŚĞƌĞ�ƚŚŝƐ�ŝƐ�ŶŽƚ�ƚŚĞ�ĐĂƐĞ͕�
ŽŶĞ�ƉĂƌƚŶĞƌ�ŵĂǇ�ĐŽŵƉůĞƚĞ�ƚŚĞ�ĚŝƐƐŽůƵƚŝŽŶ�ĚŽĐƵŵĞŶƚ�ƵŶŝůĂƚĞƌĂůůǇ͘�tŝƚŶĞƐƐĞƐ�ƚŽ�ƚŚĞ�ƐŝŐŶĂƚƵƌĞ�ŽĨ�ƚŚĞ�
ƉƌŝŶĐŝƉĂů�ĂƌĞ�ƌĞƋƵŝƌĞĚ͕�ĨŽůůŽǁŝŶŐ�ƚŚĞ�ŐĞŶĞƌĂů�ƌĞƋƵŝƌĞŵĞŶƚƐ�ŽĨ�ǁŝƚŶĞƐƐĞƐ�ƵŶĚĞƌ�:ĞǁŝƐŚ�ůĂǁ͘�dŚƌĞĞ�ĐŽƉŝĞƐ�
ŽĨ�ĞĂĐŚ�ĚŝƐƐŽůƵƚŝŽŶ�ĚŽĐƵŵĞŶƚ�ƐŚŽƵůĚ�ďĞ�ƐŝŐŶĞĚ�ǁŝƚŚ�ŽŶĞ�ŽƌŝŐŝŶĂů�ƌĞƚƵƌŶĞĚ�ƚŽ�ĞĂĐŚ�ƉĂƌƚǇ͕�ĂŶĚ�ŽŶĞ�
ĨŽƌǁĂƌĚĞĚ�ƚŽ�ƚŚĞ�ZĂďďŝŶŝĐĂů��ƐƐĞŵďůǇ͕�ĂƐ�ĚĞƐĐƌŝďĞĚ�ďĞůŽǁ͘�

�ʔy ʕɹ ʏʤ�ʧ ʔɦ ˒ʰʹʩʠʬ�ʤʹʠʮ�ʤ�

�ʍˎBB�ʺ ʕˎ ʔ̌ ʍˎ��BB�ʧ ʍʬʖ�ˇ ʓʣBB���ʍʥ�ʺˣʠ ʒʮ�ʲ ʔʡ ʍ̌ ˒�ʭʩ ʑɹ ʕʬ ʏʠ�ʺ ʓ̌ ʒʮ ʏʧ�ʺʔh ʍ̌BB��ʍˎ �ʯʠ ʕ̠ �ʭʩ ʑh ˣʮ�˒ʰ ʕʠ ʓ̌ �ʯʕʩ ʍh ʑ̇ ʍʬBB�ʺʔh ʩ ʑʣ ʍʮ ʑˎBBBB��ʩ ʑh ʏʠ��BBBB

ʤʓh ˒ʫ ʍ̇ ʔʤ�BBBB��ʩ ʑ̌ ʍɹ ʕʧ�ʯˣʶ ʕy ʍˎ �ʩ ʑs ʍʣ ʔʮ ʕ̂��ʬ ʍˎʖʬ ʍʡ˒�ʱʓh ˣʠ�ʠʖʷ ʔʧˣʣ�ʠ��˃ʩ ʑs ʍy ʔʨ ʍɹ ˒���BBBB�ʤʓh ˒ʫ ʍ̇ ʔʤ�BBBB�ʤ ʕs ʔ̂ �ʣ ʕ̂ �ʩ ʑ̂ ʒy � ʕ̋ ʩ ʑʩ ʕʤ ʓ̌���ʯ ʑʮ

˒ʰʩ ʒh ʩ ʒˎ � ʤ ʕʮ ʍ̞ ʔ̫ ʍ̋ ʑʤ ʓ̌ � ʺʩ ʑy ʍˎ ʔʤ� ��ʑ̠ � ʺ ʓy ʓʧ ʔʠ� ʭʩ ʑʡ˒ʤ ʏʠ� ʺʩ ʑy ʍˎ � ʺˣʸ ʍʫ ʑʬ� ˃ ʍʣʕʩ ʍˎ � ʺ˒ˇ ʍy � ʩ ʒy ʏʤ˃ ʍh ˣʶ ʍy� ��ʺʩ ʑy ʍˎ ʔʤ� ʺ ʔy ʕɹ ʏʤ� ʺˣʠ ʍʬ� ˃ ʍʬ� ʤʓʩ ʍʤ ʑʩ� ʤʓʦ ʍʥ

�ʩ ʒh ʩ ʒ̂ ʍʡ˒�˃ʩʓh ʩ ʒ̂ ʍˎ �ʸ ʔʡ ʕ̂ ʓ̌ ʍʬ�˒ʰʩ ʒh ʩ ʒˎ �ʤ ʕʮ ʍ̞ ʔ̫ ʍ̋ ʑʤ ʓ̌�ʎʠ
ʬʖʭʩ ʑʤ�ʭ ʕʣ ʕʠ ʍʥ��

�BBBBBBB���BBBBBB��BBBBBBB�

ʤʮʩʺʧ���ʣʲ�ʤ� �� �ʣʲ�ʤ�

�
�ʔy ʕɹ ʏʤ�ʧ ʔɦ ˒ʰʤʹʠʬ�ʹʩʠʮ�ʤ�

�ʍˎBB�ʺ ʕˎ ʔ̌ ʍˎ� �BB�ʧ ʍʬʖ�ˇ ʓʣBB� �� ʺʔh ʍ̌�ʍʥ� ʺˣʠ ʒʮ� ʲ ʔʡ ʍ̌ ˒� ʭʩ ʑɹ ʕʬ ʏʠ� ʺ ʓ̌ ʒʮ ʏʧBB��ʍˎ � ʯʠ ʕ̠ � ʭʩ ʑh ˣʮ� ˒ʰ ʕʠ ʓ̌ � ʯʕʩ ʍh ʑ̇ ʍʬBBBB�ʺʔh ʩ ʑʣ ʍʮ ʑˎBBBB��ʩ ʑh ʏʠ

��BBBB�ʤʕh ˒ʫ ʍ̇ ʔʤBBBB��ʩ ʑ̌ ʍɹ ʕʧ�ʯˣʶ ʕy ʍˎ �ʩ ʑs ʍʣ ʔʮ ʕ̂��ʬ ʍˎʖʬ ʍʡ˒�ʱʓh ˣʠ�ʠʖʷ ʔʧˣʣ�ʠ��˂ʩ ʑs ʍy ʔʨ ʍɹ ˒���BBBB�ʤʕh ˒ʫ ʍ̇ ʔʤ��BBBB� ʍ̋ ʩ ʑʩ ʕʤ ʓ̌ʩ ʑ̋ ʕʩ ʍ̂ ʔy��ʣ ʕ̂

�ʕs ʔ̂ʤ� �˒ʰʩ ʒh ʩ ʒˎ � ʤ ʕʮ ʍ̞ ʔ̫ ʍ̋ ʑʤ ʓ̌ � ʺʩ ʑy ʍˎ ʔʤ� ʯ ʑʮ� �˂ʒh ˣʶ ʍy ʑ̠ � ʺ ʓy ʓʧ ʔʠ� ʭʩ ʑʡ˒ʤ ʏʠ� ʺʩ ʑy ʍˎ � ʺˣʸ ʍʫ ʑʬ� ˂ ʒʣʕʩ ʍˎ � ʺ˒ˇ ʍy � ʩ ʒy ʏʤ� ��ʺ ʔy ʕɹ ʏʤ� ʺˣʠ ʍʬ� ˂ ʕʬ� ʤʓʩ ʍʤ ʑʩ� ʤʓʦ ʍʥ

�ʩ ʒh ʩ ʒ̂ ʍʡ˒�˂ ʑʩ ʔh ʩ ʒ̂ ʍˎ �ʸ ʔʡ ʕ̂ ʓ̌ ʍʬ�˒ʰʩ ʒh ʩ ʒˎ �ʤ ʕʮ ʍ̞ ʔ̫ ʍ̋ ʑʤ ʓ̌ �ʺʩ ʑy ʍˎ ʔʤ�ʎʠ
ʭʩ ʑʤ˄�ʭ ʕʣ ʕʠ ʍʥ��

BBBBBBB���BBBBBB��BBBBBBB�
ʤʮʩʺʧ���ʣʲ�ʤ� �� �ʣʲ�ʤ�

ȱ
�ŝƐƐŽůƵƚŝŽŶ�ŽĨ�ƚŚĞ��ŽǀĞŶĂŶƚ�ŽĨ�>ŽǀŝŶŐ�WĂƌƚŶĞƌƐ�

KŶ�ƚŚĞ�ͺͺͺͺͺͺͺͺͺͺͺͺͺͺ�ĚĂǇ�ŽĨ�ƚŚĞ�ǁĞĞŬ͕�ƚŚĞ�ͺͺͺͺͺͺͺͺͺͺͺͺͺͺ�ĚĂǇ�ŽĨ�ƚŚĞ�ŵŽŶƚŚ�ŽĨ�ͺͺͺͺͺͺͺͺͺͺͺͺͺͺ�ŝŶ�
ƚŚĞ�ǇĞĂƌ� ĨŝǀĞ� ƚŚŽƵƐĂŶĚ� ƐĞǀĞŶ�ŚƵŶĚƌĞĚ�ͺͺͺͺͺͺ͕�ĐŽƌƌĞƐƉŽŶĚŝŶŐ� ƚŽ� ƚŚĞ�ƐĞĐƵůĂƌ�ĚĂƚĞ�ŽĨ�ͺͺͺͺͺͺͺ͕�ŚĞƌĞ� ŝŶ�
ͺͺͺͺͺͺͺͺͺͺͺͺͺͺ� ŝŶ� ƚŚĞ� ĐŽƵŶƚƌǇ� ŽĨ� ͺͺͺͺͺͺͺͺͺͺͺͺͺͺ͕� /͕� ͺͺͺͺͺͺͺͺͺͺͺͺͺͺ� ƚŚĞ� ĚĂƵŐŚƚĞƌͬƐŽŶ� ŽĨ�
ͺͺͺͺͺͺͺͺͺͺͺͺͺͺ͕� ĂƌŽƐĞ� ŽĨ� ŵǇ� ŽǁŶ� ĨƌĞĞ� ǁŝůů͕� ǁŝƚŚŽƵƚ� ĐŽĞƌĐŝŽŶ� Žƌ� ƉƌĞƐƐƵƌĞ͕� ĂŶĚ� ŚĂǀĞ� ƌĞůĞĂƐĞĚ� ǇŽƵ�
ͺͺͺͺͺͺͺͺͺͺͺͺͺͺ� ƚŚĞ� ĚĂƵŐŚƚĞƌͬƐŽŶ� ŽĨ� ͺͺͺͺͺͺͺͺͺͺͺͺͺͺ͕� ǁŚŽ� ŚĂĚ� ďĞĞŶ�ŵǇ� ůŽǀŝŶŐ� ƉĂƌƚŶĞƌ� ƵŶƚŝů� ŶŽǁ͕�
ĨƌŽŵ� ƚŚĞ� ĐŽǀĞŶĂŶƚ� ƚŚĂƚ�ŚĂĚ�ďĞĞŶ�ďĞƚǁĞĞŶ�ƵƐ͘� zŽƵ�ĂƌĞ�ŚĞƌĞďǇ�ƉĞƌŵŝƚƚĞĚ� ƚŽ�ĞƐƚĂďůŝƐŚ� ĂŶǇ�ŽƚŚĞƌ� ƐƵĐŚ�
ĐŽǀĞŶĂŶƚ� ƚŚĂƚ� ǇŽƵ�ĚĞƐŝƌĞ͘� dŚŝƐ� ƐŚĂůů�ďĞ� ƚŚĞ� ĨŽƌŵĂů�ĚŝƐƐŽůƵƚŝŽŶ�ŽĨ� ƚŚĞ�ĐŽǀĞŶĂŶƚ� ƚŚĂƚ�ŚĂĚ� ĞǆŝƐƚĞĚ�
ďĞƚǁĞĞŶ�ƵƐ�ŝŶ�ǇŽƵƌ�ĞǇĞƐ͕�ĂŶĚ�ŝŶ�ƚŚĞ�ĞǇĞƐ�ŽĨ�'ŽĚ�ĂŶĚ�Ăůů�ƉĞŽƉůĞ͘�

�����������������������������������������������������������
ϯ�ŚƚƚƉ͗ͬͬǁǁǁ͘ƌĂďďŝŶŝĐĂůĂƐƐĞŵďůǇ͘ŽƌŐͬƐŝƚĞƐͬĚĞĨĂƵůƚͬĨŝůĞƐͬĂƐƐĞƚƐͬƉƵďůŝĐͬŚĂůĂŬŚĂŚͬƚĞƐŚƵǀŽƚͬϮϬϭϭͲϮϬϮϬͬƐĂŵĞͲƐĞǆͲ
ŵĂƌƌŝĂŐĞͲĂŶĚͲĚŝǀŽƌĐĞͲĂƉƉĞŶĚŝǆ͘ƉĚĨ͕�ϭϴͲϮϬ͘�
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�
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WƌŽĐĞĚƵƌĞ�ĨŽƌ��ĞůŝǀĞƌǇ�
/ĚĞĂůůǇ͕� ǁŚĞƌĞ� ƚŚĞ� ƐĞƉĂƌĂƚŝŽŶ� ŝƐ� ŵƵƚƵĂůůǇ� ĂŐƌĞĞĚ͕� ĞĂĐŚ� ŵĞŵďĞƌ� ŽĨ� ƚŚĞ� ƉĂƌƚŶĞƌƐŚŝƉ� ǁŝůů� Ĩŝůů� ŽƵƚ� Ă�
ĚŝƐƐŽůƵƚŝŽŶ�ĨŽƌŵ�ĂŶĚ�ĚĞůŝǀĞƌ�ŝƚ�ƉĞƌƐŽŶĂůůǇ�ƚŽ�ŚŝƐ�Žƌ�ŚĞƌ�ƉĂƌƚŶĞƌ͘�tŚĞƌĞ�ƚŚĞ�ƉĂƌƚŶĞƌƐ�ĞǆĐŚĂŶŐĞ�ĚŝƐƐŽůƵƚŝŽŶ�
ĚŽĐƵŵĞŶƚƐ�ŵƵƚƵĂůůǇ͕�ĞĂĐŚ�ƐŚŽƵůĚ�ƐĂǇ� ;ŝŶ�,ĞďƌĞǁ�Žƌ��ŶŐůŝƐŚ�Žƌ�ĂŶǇ�ŽƚŚĞƌ� ůĂŶŐƵĂŐĞ�ƚŚĂƚ� ŝƐ�ĐŽŵŵŽŶ� ƚŽ�
ƚŚĞŵͿ͗�

ʸʫʦ�ʯʥʹʬ���
ˣʦ�ʤ ʕy ʕɹ ʏʤ�ʬ ʒˎ ʔ̫ ʍ̋ ʑʤ��ʤʓʩ ʍʤ ʑʩ�ʤʓʦ ʍʥ��ʸ ʔʡ ʕ̂ ʓ̌ ʍʬ�˒ʰʩʒh ʩ ʒˎ �ʤ ʕʮ ʍ̞ ʔ̫ ʍ̋ ʑʤ ʓ̌ �ʺʩ ʑy ʍˎ ʔʤ�ʺ ʔy ʕɹ ʏʤ�ʺˣʠ ʍʬ˃ʩʓh ʩ ʒ̂ ʍˎ��ʎʠ�ʩ ʒh ʩ ʒ̂ ʍʡ˒
ʬʖʭ ʕʣ ʕʠ ʍʥ�ʭʩ ʑʤ���

ʤʡʷʰ�ʯʥʹʬ���
ˣʦ�ʤ ʕy ʕɹ ʏʤ�ʩ ʑʬ ʍˎ ʔ̫ ʍ̋ ʑʤ��ʤʓʩ ʍʤ ʑʩ�ʤʓʦ ʍʥ��ʎʠ�ʩ ʒh ʩ ʒ̂ ʍʡ˒�˂ ʑʩ ʔh ʩ ʒ̂ ʍˎ �ʸ ʔʡ ʕ̂ ʓ̌ ʍʬ�˒ʰʩʒh ʩ ʒˎ �ʤ ʕʮ ʍ̞ ʔ̫ ʍ̋ ʑʤ ʓ̌ �ʺʩ ʑy ʍˎ ʔʤ�ʺ ʔy ʕɹ ʏʤ�ʺˣʠ ʍʬ
ʬʖʭ ʕʣ ʕʠ ʍʥ�ʭʩ ʑʤ���

͞,ĞƌĞ� ŝƐ� ƚŚĞ� ĚŽĐƵŵĞŶƚ� ŽĨ� ĚŝƐƐŽůƵƚŝŽŶ͘� dŚŝƐ� ƐŚĂůů� ďĞ� ƚŚĞ� ĨŽƌŵĂů� ĚŝƐƐŽůƵƚŝŽŶ� ŽĨ� ƚŚĞ� ĐŽǀĞŶĂŶƚ� ƚŚĂƚ� ŚĂĚ�
ĞǆŝƐƚĞĚ�ďĞƚǁĞĞŶ�ƵƐ�ŝŶ�ǇŽƵƌ�ĞǇĞƐ͕�ĂŶĚ�ŝŶ�ƚŚĞ�ĞǇĞƐ�ŽĨ�'ŽĚ�ĂŶĚ�Ăůů�ƉĞŽƉůĞ͘͟�

�
dŚĞ�ƉĞƌƐŽŶ�ŐŝǀŝŶŐ�ƚŚĞ�ĚŽĐƵŵĞŶƚ�ƐŚĂůů�ƚŚĞŶ�ƉůĂĐĞ�ŝƚ�ŝŶ�ƚŚĞ�ŚĂŶĚƐ�ŽĨ�ŚŝƐͬŚĞƌ�ƉĂƌƚŶĞƌ͘�tŚĞƌĞ�ŵƵƚƵĂů�ŚĂĨĂƌŽƚ�
ĂƌĞ�ĐŽŶƚĞŵƉůĂƚĞĚ͕�ĞĂĐŚ�ƐŚŽƵůĚ�ƉƌĞƐĞŶƚ�ƚŚĞ�ŚĂĨĂƌĂŚ�ƚŚĞǇ�ŚĂǀĞ�ƉƌĞƉĂƌĞĚ�ƚŽ�ƚŚĞ�ŽƚŚĞƌ͘�tŚĞƌĞ�ŶŽ�ĞǆĐŚĂŶŐĞ�
ŝƐ�ĐŽŶƚĞŵƉůĂƚĞĚ͕�Ă�ĐŽƉǇ�ƐŚŽƵůĚ�ďĞ�ƐĞŶƚ�ƚŽ�ƚŚĞ�ĂďƐĞŶƚ�ƉĂƌƚŶĞƌ͘�tŚŝůĞ�ŶŽ�ƌĂďďŝŶŝĐ�ƉƌĞƐĞŶĐĞ�ŝƐ�ŶĞĐĞƐƐĂƌǇ�ƚŽ�
ĞĨĨĞĐƚƵĂƚĞ�ƚŚŝƐ�ĚŝƐƐŽůƵƚŝŽŶ͕�ƚŚĞ�ƐĞƉĂƌĂƚŝŶŐ�ƉĂƌƚŶĞƌƐ�ŵĂǇ�ǁŝƐŚ�ƚŽ�ĚŽ�ƐŽ�ďĞĨŽƌĞ�ƚŚĞŝƌ�ƌĂďďŝ͘�/Ŷ�ƚŚĂƚ�ĐĂƐĞ͕�ƚŚĞ�
ƌĂďďŝ� ŵŝŐŚƚ� ƐĞƌǀĞ� ĂƐ� ŽŶĞ� ŽĨ� ƚŚĞ� ǁŝƚŶĞƐƐĞƐ� ƚŽ� ƚŚĞ� ŚĂĨĂƌĂŚ� ĂŶĚ� ŝƐƐƵĞ� ĞĂĐŚ� ŽĨ� ƚŚĞŵ͕� ĂƐ� ǁĞůů͕� Ă� ůĞƚƚĞƌ�
ĂƚƚĞƐƚŝŶŐ�ƚŽ�ƚŚĞ�ƉĞƌĨŽƌŵĂŶĐĞ�ŽĨ�ƚŚĞ�ƌŝƚƵĂů�ŝŶ�ŚŝƐ�Žƌ�ŚĞƌ�ƉƌĞƐĞŶĐĞ͘�/Ŷ�Ăůů�ĐĂƐĞƐ�ƚŚĞ�ƐĞĐŽŶĚ�ĐŽƉǇ�ƐŚŽƵůĚ�ďĞ�
ƐĞŶƚ� ƚŽ� ƚŚĞ�ZĞŐŝƐƚƌǇ�ŽĨ��ŝƐƐŽůƵƚŝŽŶƐ�ŽĨ� ƚŚĞ�ZĂďďŝŶŝĐĂů��ƐƐĞŵďůǇ͕�ϯϬϴϬ��ƌŽĂĚǁĂǇ͕�Ez͕�Ez�ϭϬϬϮϳ͕� ĂůŽŶŐ�
ǁŝƚŚ�Ă�ĐŽƉǇ�ŽĨ�ƚŚĞ��ƌŝƚ��ŚƵǀŝŵͬ�ŚƵǀŽƚ�ŝĨ�ŝƚ�ŝƐ�ĂǀĂŝůĂďůĞ�Žƌ�Ă�ƐƚĂƚĞŵĞŶƚ�ŽĨ�ƚŚĞ�ĚĂƚĞ�ĂŶĚ�ƉůĂĐĞ�ŝŶ�ǁŚŝĐŚ�ƚŚĞ�
�ƌŝƚ� �ŚƵǀŝŵͬ�ŚƵǀŽƚ�ǁĂƐ� ĞŶƚĞƌĞĚ� ŝŶƚŽ͕� ĂŶĚ� ƚŚĞ� ŽĨĨŝĐŝĂŶƚ� ƚŚĞƌĞŽĨ͘� �ĞĐĂƵƐĞ� ŽĨ� ƚŚĞ� ƐŝŐŶŝĨŝĐĂŶĐĞ� ŽĨ� ƚŚĞƐĞ�
ĚŽĐƵŵĞŶƚƐ͕�Ăůů�ŵĂŝů� ;ƉĂƉĞƌ�Žƌ�ĞůĞĐƚƌŽŶŝĐͿ�ƐŚŽƵůĚ�ďĞ�ƌĞŐŝƐƚĞƌĞĚ͕�ƌĞƚƵƌŶ�ƌĞĐĞŝƉƚ�ƌĞƋƵĞƐƚĞĚ͘�dŚĞ�ƚŚŝƌĚ�ĐŽƉǇ�
ƐŚŽƵůĚ�ďĞ�ƌĞƚĂŝŶĞĚ�ďǇ�ƚŚĞ�ƉƌŝŶĐŝƉĂů͘�

�

�

�

�


