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7KLV�ERRN�KDV�QRW�EHHQ�ZULWWHQ�WR�PDNH�\RX�DJUHH�ZLWK�WKH�FRQFHSWV�FRQWDLQHG�ZLWKLQ��,W�KDV�QRW�EHHQ�
ZULWWHQ�WR�VD\�WKDW�WKLV�LV�WKH�JRVSHO�ZD\�RI�GRLQJ�WKLQJV��$QG�LW�PRVW�FHUWDLQO\�LV�QRW�ZULWWHQ�WR�VD\�WKDW�
WKLV�LV�WKH�ZD\�LW�ZLOO�DOZD\V�EH��,W�DOVR�LV�LQ�QR�ZD\�VD\LQJ�WKDW�WKLV�DSSURDFK�ZRUNV�RQH�KXQGUHG�SHUFHQW�
RI�WKH�WLPH�IRU�RQH�KXQGUHG�SHUFHQW�RI�WKH�LQGLYLGXDOV�\RX�ZLOO�LQWHUDFW�ZLWK�LQ�\RXU�SURIHVVLRQ��7KLV�
ERRN�ZDV�ZULWWHQ�IRU�RQH�DQG�RQO\�RQH�SXUSRVH��WR�PDNH�\RX�WKLQN��,I�UHDGLQJ�WKLV�ERRN�PDNHV�\RX�VWRS�
DQG�WKLQN��LI�LW�UDLVHV�TXHVWLRQV��RU�LI�LW�FKDOOHQJHV�\RXU�WKRXJKW�SURFHVV��WKHQ�,�KDYH�GRQH�P\�MRE��

:LWK�WKH�SOHWKRUD�RI�JUHDW�UHVRXUFHV�WKDW�DUH�DYDLODEOH�WR�WKH�¿WQHVV�DQG�KHDOWK�FDUH�SURIHVVLRQDO��ZKDW�
PDNHV�WKLV�ERRN�VR�GLIIHUHQW�IURP�RWKHUV�RI�D�VLPLODU�WRSLF"�7KLV�VLPSOH�EXW�SURIRXQG�TXRWH�E\�-DPHV�
'\VRQ�� WKH� IRXQGHU� RI� WKH� YDFXXP�PDQXIDFWXUHU� '\VRQ�� VXPV� LW� XS� QLFHO\� ±� ³:H� ¿[� WKH� REYLRXV�
SUREOHPV�RWKHUV�VHHP�WR�LJQRUH�´�7KLV�SRZHUIXO�VWDWHPHQW�UHVRQDWHV�EHFDXVH�DV�D�PRYHPHQW�VSHFLDOLVW�
,�DP�FRQVWDQWO\�ZRUNLQJ�WR�¿QG�WKH�DEVROXWH�EHVW�VROXWLRQ�IRU�WKH�PRYHPHQW�G\VIXQFWLRQV�RI�P\�FOLHQWV�
DQG�SDWLHQWV��E\�DGGUHVVLQJ�WKH�REYLRXV�PRYHPHQW�IDXOWV�WKDW�RWKHU�WKHUDSLVWV�DQG�WUDLQHUV�KDYH�LJQRUHG�

:KDW�DUH�WKH�REYLRXV�WKLQJV�WKDW�RXU�FROOHDJXHV�WHQG�WR�LJQRUH"�

��� %UHDWKLQJ��7RR�PDQ\�RI�RXU�FROOHDJXHV�DVVXPH�WKDW��MXVW�EHFDXVH�D�FOLHQW�RU�SDWLHQW�SUHVHQWV�WR�
XV�DQG�LV�EUHDWKLQJ��WKH\�DUH�XVLQJ�D�FRUUHFW�VWUDWHJ\��6WXGLHV�RQ�LQGLYLGXDOV�ZLWK�FKURQLF�SDLQ��
DQ[LHW\�GLVRUGHUV��DQG�UHVSLUDWRU\�FKDOOHQJHV�LQFOXGLQJ�DVWKPD��DOOHUJLHV��DQG�FKURQLF�REVWUXFWLYH�
SXOPRQDU\� GLVHDVH� �&23'�� GHPRQVWUDWH� WKDW� WKHVH� LQGLYLGXDOV� RIWHQ� H[SHULHQFH� DOWHUDWLRQV� LQ�
WKHLU�EUHDWKLQJ�VWUDWHJLHV��+RZ�PDQ\�RI�RXU�FOLHQWV�¿W�LQWR�RQH�RI�WKHVH�FDWHJRULHV"�$W�D�URXJK�
HVWLPDWLRQ��,�ZRXOG�JXHVV�����RI�WKHP��DQG�WKH\�UHSUHVHQW�WKH�FOLHQWV�DQG�SDWLHQWV�ZKR�KDYH�WKH�
PRVW�GLI¿FXOW�WLPH�DGRSWLQJ�SURSHU�EUHDWKLQJ�KDELWV��EHFDXVH�WKH\�XQGHUHVWLPDWH��DV�,�RQFH�GLG��WKH�
JOREDO�LPSURYHPHQWV�LQ�KHDOWK�WKDW�UHVXOW�IURP�DFKLHYLQJ�PRUH�LGHDO�UHVSLUDWRU\�SDWWHUQV�

��� $SSURSULDWH�SURJUHVVLRQV��,Q�RXU�KDVWH�WR�JHW�FOLHQWV�WR�SHUIRUP�WKH�µVH[\¶�H[HUFLVHV�WKDW�ZH��DQG�
WKH\�� WKLQN� WKH\�QHHG� WR�DFFRPSOLVK� WKHLU�JRDOV�RI�SOD\LQJ�VSRUW�� ORVLQJ�ZHLJKW��RU�SHUIRUPLQJ�
WKHLU�MRE��ZH�DOORZ�WKHP�WR�SHUIRUP�H[HUFLVHV�WKDW�DUH�WRR�GHPDQGLQJ�IRU�WKHLU�FXUUHQW�OHYHO�RI�
FRQGLWLRQLQJ��:K\"�:LWK�WKH�H[SORVLRQ�RI�WKH�,QWHUQHW�DQG�PDVV�PHGLD��'9'V��FDEOH�SURJUDPPLQJ��
DQG�LQIRPHUFLDOV���RXU�FOLHQWV�DQG�SDWLHQWV�KDYH�QHYHU�KDG�PRUH�DFFHVV�WR�LQIRUPDWLRQ�DQG�VR�PDQ\�
µH[SHUWV¶�ZKR�VHHP�WR�KDYH�WKH�PDJLF�FXUH�IRU�ZHLJKW�ORVV��VROXWLRQV�WR�VROYLQJ�SDLQ��DQG�VWUDWHJLHV�
IRU�PDNLQJ�WKHP�ORRN�DQG�SHUIRUP�OLNH�D�SURIHVVLRQDO�DWKOHWH��7KH\�FRPH�LQ�ZLWK�WKHLU�H[SHFWDWLRQV�
DQG�UHDOLW\�WHOHYLVLRQ�VXFFHVV�VWRULHV��H[SHFWLQJ�XV�WR�GHOLYHU�VLPLODU�UHVXOWV��8QIRUWXQDWHO\��WKH\�
RQO\�VHH�WKH�VXFFHVV�VWRULHV��WKURXJK�QR�IDXOW�RI�WKHLU�RZQ�DV�WKH�µH[SHUWV¶�OLNH�WR�NHHS�WKHLU�IDLOXUHV�
KLGGHQ�IURP�WKH�JHQHUDO�SXEOLF��DQG�GRQ¶W�KHDU�DERXW�WKH�PDQ\�LQGLYLGXDOV�ZKR�ZHUH�XQDEOH�WR�
FRPSOHWH�WKH�SURJUDP�GXH�WR�SDLQ��IDWLJXH��RU�IXQFWLRQDO�OLPLWDWLRQV��RU�ZKR�ZHUH�QRW�KHOSHG�E\�
WKH�PDJLF�FXUH��,QGLYLGXDOV�LQ�WKH�ODVW�JURXSV�DUH�WKH�RQHV�ZKR�JHQHUDOO\�VHHN�WKH�VHUYLFHV�RI�D�
FKLURSUDFWLF�SK\VLFLDQ��SK\VLFDO�WKHUDSLVW��RU�¿WQHVV�SURIHVVLRQDO��

��� (GXFDWLRQ��HPSDWK\�DQG�HPSRZHUPHQW��,�XVHG�WR�WKLQN�P\�MRE�DV�D�FKLURSUDFWLF�SK\VLFLDQ�ZDV�
WR�VROYH�HYHU\�SDWLHQW¶V�SUREOHPV�DQG�JHW�WKHP�RXW�RI�SDLQ�±�LI�,�IDLOHG�WR�GR�WKLV��WKHQ�,�KDG�IDLOHG�
WKHP��$V�D�FRQGLWLRQLQJ�VSHFLDOLVW�,�WKRXJKW�P\�MRE�ZDV�WR�KHOS�P\�FOLHQWV�JHW�LQWR�WKH�EHVW�VKDSH�
RI�WKHLU�OLYHV��DFKLHYH�WKH�ERG\�RI�WKHLU�GUHDPV��DQG�HQDEOH�WKHP�WR�GR�DQ\�UHFUHDWLRQDO�DFWLYLW\�
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RI�WKHLU�FKRLFH�±�DQG�LI�,�IDLOHG�WR�GR�WKLV��WKHQ�,�ZDV�D�IDLOXUH��6R��ZKLOH�,�ZDV�DEOH�WR�KHOS�TXLWH�D�
IHZ�SDWLHQWV�DQG�FOLHQWV�LQ�P\�HDUO\�\HDUV��,�QHYHU�IHOW�OLNH�LW�ZDV�HQRXJK�DQG�WKDW�,�ZDV�DFWXDOO\�
IDLOLQJ�DV�D�SUDFWLWLRQHU��6HHNLQJ�VROXWLRQV��,�DWWHQGHG�LQQXPHURXV�FRQIHUHQFHV�DQG�REVHUYHG�P\�
FROOHDJXHV�IRU�FRXQWOHVV�KRXUV��RQO\�WR�EHFRPH�PRUH�GLVFRXUDJHG�DV�PDQ\�RI�WKHP�H[SRXQGHG�RQ�
DOO�WKHLU�VXFFHVV�VWRULHV��+RZHYHU��LW�VORZO\�EHFDPH�HYLGHQW�WR�PH�WKDW�D�ORW�RI�WKHVH�µH[SHUWV¶�ZRXOG�
RQO\�VSHDN�RI�WKHLU�VXFFHVVHV��ZKLOH��DV�,�REVHUYHG�PDQ\�RI�WKHP��,�ZRXOG�ZLWQHVV�IDXOW\�PRYHPHQW�
SDWWHUQV�LQ�WKHLU�FOLHQWV�DQG�SDWLHQWV��2YHU�WKH�\HDUV��DV�,�PDGH�P\�ZD\�DURXQG�WKH�OHFWXUH�FLUFXLW��
ERWK�DV�DQ�REVHUYHU�DQG�DV�D�SUHVHQWHU��,�UHDOL]HG�WKDW�WKH�PDMRULW\�RI�WRS�SUHVHQWHUV��LQ�WKH�¿WQHVV�
LQGXVWU\�HVSHFLDOO\��ZRUNHG�ZLWK�KLJK�OHYHO�DWKOHWHV�±�WKRVH�UDUH�LQGLYLGXDOV�ZKR�VXFFHHG�DW�WKH�
FROOHJH�DQG�SURIHVVLRQDO�OHYHO��,W�EHFDPH�VKRFNLQJO\�DSSDUHQW�WR�PH��DOEHLW�RYHU�WKH�FRXUVH�RI�VHYHUDO�
\HDUV��WKDW�ZKLOH�UHODWLYHO\�IHZ�FRDFKHV�DQG�WUDLQHUV�ZRUN�ZLWK�KLJK�OHYHO�DWKOHWHV�WKH\�DUH�WKH�RQHV�
VHWWLQJ�WKH�SDUDPHWHUV�IRU�WUDLQLQJ�DQG�FRQGLWLRQLQJ��7KDW�LV�QRW�QHFHVVDULO\�SUREOHPDWLF�H[FHSW�
ZKHQ�\RX�FRQVLGHU�WKDW�PRVW�RI�XV�LQ�WKH�¿WQHVV�LQGXVWU\�¿HOGV�RI�UHKDELOLWDWLRQ�GRQ¶W�ZRUN�ZLWK�
DWKOHWHV��,Q�IDFW��DOWKRXJK�PDQ\�RI�RXU�FOLHQWV�PD\�SDUWLFLSDWH�LQ�UHFUHDWLRQDO�DFWLYLWLHV��RXU�FOLHQWV�
DUH�DQ\WKLQJ�EXW�DWKOHWLF��\HW��PXFK�WR�WKHLU�GHWULPHQW��ZH�KDYH�EHHQ�HQFRXUDJLQJ�WKHP�WR�DGRSW�
WKH�WUDLQLQJ�SURJUDPV�DQG�VWUDWHJLHV�RI�WKH�KLJKHU�OHYHO�DWKOHWHV��7KH\�GRQ¶W�KDYH�WKH�JHQHWLFV��WKH�
PRWRU�FRQWURO��WKH�WUDLQLQJ�KDELWV��WKH�PHQWDO�DSWLWXGH��RU�WKH�UHFXSHUDWLYH�KDELWV�RI�WKH�SURIHVVLRQDO�
DWKOHWH�±�MXVW�VRPH�RI�WKH�WUDLQLQJ�KDELWV��,W�LV�QRW�KDUG�WR�JXHVV�ZKDW�KDSSHQHG�DQG�LV�KDSSHQLQJ�
WR�WKH�JHQHUDO�SRSXODWLRQ�DW�DQ�DODUPLQJ�UDWH�±�LQFUHDVLQJ�FDVHV�RI�UHSHWLWLYH�LQMXULHV��D�ULVH�LQ�WKH��
QXPEHU� RI� SDLQ� DQG� DQWL�LQÀDPPDWRU\�PHGLFDWLRQ� SUHVFULSWLRQV�� DQG�PRUH� DQG�PRUH� FDVHV� RI�
GHJHQHUDWLRQ��FKURQLF�SDLQ��DQG�IDWLJXH�

$V�RXU�VRFLHW\�PRYHV�IXUWKHU�IURP�LGHDO�KHDOWK�DQG�ZHOO�EHLQJ��RYHUZKHOPHG�E\�SK\VLFDO��HPRWLRQDO��
DQG�¿QDQFLDO�VWUHVVRUV��,�FDQ�QRZ�FOHDUO\�VHH�ZKDW�RXU�UROH�LV�LQ�WKLV�LQGXVWU\��DV�ZHOO�DV�ZKDW�RXU�UROH�
LV�IRU�RXU�SDWLHQWV�DQG�FOLHQWV��2XU�UHVSRQVLELOLWLHV�DUH�WKUHHIROG�

L�� (GXFDWH�� WR�KHOS�FOLHQWV�DQG�SDWLHQWV�XQGHUVWDQG�ZKDW�FRQVWLWXWHV�KHDOWK�DQG�ZKDW� LV�DQG� LV�QRW�
DSSURSULDWH�IRU�WKHP�LQ�WHUPV�RI�H[HUFLVH��PRYHPHQW��DQG�DGMXQFWLYH�WKHUDS\��PHGLFDWLRQV��VXUJHU\��
RWKHU�WKHUDSLHV���EDVHG�VROHO\�XSRQ�WKHLU�LQGLYLGXDO�QHHGV�DQG�ZDQWV��

LL��(PSDWK\�� WR�PHHW�FOLHQWV�DQG�SDWLHQWV�ZKHUH�WKH\�DUH�DW��ZLWKRXW�MXGJPHQW�RU�HJR�DQG�OHW�WKHP�
NQRZ�ZH�DUH�KHUH�WR�KHOS�

LLL��(PSRZHU�� WR� PDNH� D� GLIIHUHQFH� LQ� WKHLU� OLYHV� E\� EHLQJ� D� SRVLWLYH� LQÀXHQFH�� E\� OLVWHQLQJ�� E\�
HQFRXUDJLQJ�WKHP��DQG�E\�SURYLGLQJ�VROXWLRQV�WKURXJK�ZRUNLQJ�HLWKHU�ZLWK�XV�ZLWK�VRPHRQH�HOVH�
ZKR�LV�EHWWHU�VXLWHG�WR�PHHW�WKHLU�QHHGV�DQG�ZDQWV�

,Q�QR�ZD\�DP�,�VXJJHVWLQJ�WKDW�FOLHQWV�VKRXOG�VSHQG����PLQXWHV�O\LQJ�RQ�D�WDEOH��EUHDWKLQJ�DQG�PHGLWDWLQJ�
WKHPVHOYHV�LQWR�VKDSH�RU�RXW�RI�SDLQ��DOWKRXJK�WKLV�DSSURDFK�PD\�DOVR�KROG�VRPH�YDOLGLW\���LQ�OLHX�RI�
UHVLVWDQFH�WUDLQLQJ��:KDW�,�DP�VD\LQJ�LV�WKDW�LI�ZH�DV�¿WQHVV�DQG�KHDOWK�FDUH�SURIHVVLRQDOV�DUH�WR�DFFHSW�
WKH�OLEHUW\�RI�ZRUNLQJ�ZLWK�FOLHQWV�DQG�SDWLHQWV��WKHQ�ZH�PXVW�DOVR�DVVXPH�WKH�UHVSRQVLELOLWLHV�WKDW�FRPH�
ZLWK�WKH�MRE��WKH�UHVSRQVLELOLW\�RI�DVVHVVLQJ�DQG�PDUU\LQJ�WKHLU�QHHGV�DQG�ZDQWV��WKH�UHVSRQVLELOLW\�RI�
HPSRZHULQJ�WKHP�HYHU\�WLPH�ZH�LQWHUDFW�ZLWK�WKHP��DQG�WKH�UHVSRQVLELOLW\�RI�EHLQJ�WKH�VROXWLRQ�WR�WKH�
KHDOWK�FDUH�FULVLV�WKDW�RXU�FOLHQWV�DQG�SDWLHQWV�QHHG�DQG�ZDQW�
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³$V�WR�PHWKRGV�WKHUH�PD\�EH�D�PLOOLRQ�DQG�WKHQ�VRPH��EXW�SULQFLSOHV�DUH�IHZ��7KH�PDQ�ZKR�JUDVSV�
SULQFLSOHV�FDQ�VXFFHVVIXOO\�VHOHFW�KLV�RZQ�PHWKRGV��7KH�PDQ�ZKR�WULHV�PHWKRGV��LJQRULQJ�SULQFLSOHV��
LV�VXUH�WR�KDYH�WURXEOH�´��5DOSK�:DOGR�(PHUVRQ�

$V�SUHYLRXVO\�VWDWHG�DERYH��LI�ZH�ZDQW�WR�EHFRPH�WKH�VROXWLRQ�WR�WKH�KHDOWK�FDUH�FULVLV��WKHQ�ZH�KDYH�WR�
EHFRPH�WKH�FKDQJH�ZH�ZDQW�WR�VHH��+RZ�ZH�FUHDWH�WKDW�FKDQJH�EHJLQV�E\�XQGHUVWDQGLQJ�WKH�SULQFLSOHV�
RI�KXPDQ�PRYHPHQW��:KLOH�WKHUH�DUH�PDQ\�PHWKRGV��WKHUH�DUH�RQO\�WKUHH�VLPSOH�SULQFLSOHV�WKDW�DSSO\�
WR�WKH�UHKDELOLWDWLRQ��WUDLQLQJ��DQG�RU�FRQGLWLRQLQJ�RI�WKH�KXPDQ�PRYHPHQW�V\VWHP��

7KH�SULQFLSOHV�DUH��LPSURYH�UHVSLUDWLRQ��DFKLHYH�RSWLPDO�MRLQW�FHQWUDWLRQ��DQG�LQWHJUDWH�WKHVH�DFWLYLWLHV�
LQWR�IXQGDPHQWDO�PRYHPHQW�SDWWHUQV��:KDW�GRHV�WKLV�PHDQ"�6LPSO\�WKDW��

��� 5HVSLUDWLRQ�PXVW�EH�RSWLPL]HG��DQG�WKLV�DFWLYLW\�PXVW�EH�FRRUGLQDWHG�ZLWK�DFWLYDWLRQ�RI�WKH�GHHS�
VWDELOL]HUV�

��� 7KHUH�PXVW�EH�RSWLPDO�MRLQW�FHQWUDWLRQ�

��� 5HVSLUDWLRQ� DQG� FHQWUDWLRQ� PXVW� EH� LQWHJUDWHG� DQG� LQFRUSRUDWHG� LQWR� IXQGDPHQWDO� PRYHPHQW�
SDWWHUQV��

:KLOH�WKHVH�SULQFLSOHV�PD\�VHHP�RYHUO\�VLPSOLVWLF��DV�%�-��3DOPHU��VRQ�RI�WKH�IRXQGHU�RI�WKH�¿HOG�RI�
FKLURSUDFWLF�'�'��3DOPHU��XVHG�WR�VD\��³*UHDW�SULQFLSOHV�OLNH�JUHDW�PHQ�DUH�VLPSOH�´�7KHVH�SULQFLSOHV�
DUH�SDUDPRXQW�WR�IXQFWLRQ�RI�WKH�KXPDQ�PRYHPHQW�V\VWHP��DQG�WKH�ODFN�RI�RU�GH¿FLHQF\�LQ�DQ\�RQH�RI�
WKH�WKUHH�SULQFLSOHV�ZLOO�OHDG�WR�PRYHPHQW�G\VIXQFWLRQ�

'LG�\RX�QRWLFH�WKDW�QRWKLQJ�ZDV�VDLG�DERXW�DQ\�SDUWLFXODU�PHWKRG�RI�DFKLHYLQJ�WKH�WKUHH�SULQFLSOHV"�
7KHUH�ZDV� QR�PHQWLRQ� RI� 3LODWHV�� DOWKRXJK� 3LODWHV� LQFRUSRUDWHV� DOO� WKUHH� SULQFLSOHV��7KHUH�ZDV� QR�
PHQWLRQ�RI�\RJD��DOWKRXJK�HDFK�RI�WKH�WKUHH�SULQFLSOHV�FDQ�HDVLO\�EH�VHHQ�LQ�WKH�SUDFWLFH�RI�\RJD��$QG�
WKHUH�ZDV�QR�PHQWLRQ�RI�IXQFWLRQDO�WUDLQLQJ��&URVV)LW��VSRUW�VSHFL¿F�WUDLQLQJ��WKH�%DUUH�0HWKRG��WKH�
'DLOH\�0HWKRG��NHWWOHEHOOV��RU�DQ\�RI�WKH�RYHU�RQH�KXQGUHG�GLIIHUHQW�W\SHV�RI�H[HUFLVH�PHWKRGV�WKDW�
KDYH�FRPH�DQG�ZLOO�XQGRXEWHGO\�NHHS�FRPLQJ�RYHU�WKH�QH[W�IHZ�\HDUV��:K\�LV�WKLV"�6LPSOH�±�WKH\�
DUH�DOO�PHWKRGV�±�QRWKLQJ�PRUH�WKDQ�GLIIHUHQW�PHWKRGV�RI�JHWWLQJ�WKH�LQGLYLGXDO�WR�DFFRPSOLVK�WKHLU�
IXQFWLRQDO�JRDOV�

2QH�TXHVWLRQ�LV�VXUH�WR�DULVH�DV�\RX�UHDG�WKLV��EHFDXVH�LW�DOZD\V�GRHV�ZKHQHYHU�,�SUHVHQW�WKLV�FRQFHSW�DW�
P\�LQWHUQVKLSV�DQG�ZRUNVKRSV��:KLFK�LV�WKH�EHVW�PHWKRG�IRU�PH�WR�XVH�ZLWK�P\�FOLHQWV�WR�DFFRPSOLVK�
WKHVH� SULQFLSOHV"�7R� WKDW� ,� DQVZHU� VLPSO\� ±� ³,W� GHSHQGV�´�:KLOH� WKLV� DQVZHU� DOZD\V� IUXVWUDWHV� WKH�
TXHVWLRQHU��LW�GRHV�QHHG�VRPH�FODUL¿FDWLRQ��,W�GHSHQGV�ODUJHO\�XSRQ�ZKDW�WKH�IXQFWLRQDO�JRDOV�RI�\RXU�
FOLHQW�DUH��ZKDW�OHYHO�\RXU�FOLHQW�LV�FXUUHQWO\�DW��ZKDW�WKHLU�KHDOWK�KLVWRU\�LV��DQG�PRVW�LPSRUWDQWO\��KRZ�
HIIHFWLYH�WKH�WUDLQHU�RU�WKHUDSLVW�LV�DW�DGDSWLQJ�DQG�XVLQJ�WKHLU�PHWKRG�ZKLOH�DSSO\LQJ�WKH�SULQFLSOHV��
,�WKLQN�DOO�RI�XV�FDQ�DJUHH�WKDW�3LODWHV�DQG�&URVV)LW�DUH�DW�IDU�GLIIHUHQW�HQGV�RI�WKH�WUDLQLQJ�VSHFWUXP��
$QG�WKHUH�DUH�YHU\�IHZ�VLPLODULWLHV�EHWZHHQ�WKH�%DUUH�0HWKRG�DQG�NHWWOHEHOO�WUDLQLQJ��+RZHYHU��GRQ¶W�
SHRSOH�JHW�EHWWHU�IURP�SHUIRUPLQJ�3LODWHV��&URVV)LW��DQG�IXQFWLRQDO�WUDLQLQJ��E\�EHWWHU�,�DP�UHIHUULQJ�
WR� WKH� FOLHQW¶V� GH¿QLWLRQ� RI� EHWWHU�� ZKLFK� LQFOXGHV� IHHOLQJV� RI� LQFUHDVHG� VWUHQJWK�� LPSURYHG� ERG\�
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DHVWKHWLFV��DQG�RU�RYHUDOO�VHQVH�RI�IHHOLQJ�EHWWHU�"�7KH�DQVZHU�LV�UHVRXQGLQJO\�±�\HV��6R�ZKLFK�LV�WKH�
EHVW�PHWKRG�IRU�\RXU�FOLHQW"�,�ZLOO�DQVZHU�LW�WKLV�ZD\��7KH�YDOXH�DQG�HIIHFWLYHQHVV�RI�\RXU�PHWKRG�LV�
RQO\�SURSRUWLRQDO�WR�WKH�DELOLW\�RI�WKDW�PHWKRG�WR�DFFRPSOLVK�WKH�WKUHH�SULQFLSOHV�ZKLOH�VLPXOWDQHRXVO\�
UHGXFLQJ�WKH�FOLHQW¶V�ULVN�RI�LQMXULQJ�WKHPVHOYHV��,I�\RXU�PHWKRG�GRHV�WKLV��WKHQ�LW�LV�WKH�EHVW�PHWKRG�
WR�XVH�ZLWK�WKH�FOLHQW��3OHDVH�QRWH�WKDW�,�GLG�QRW�VD\�LQMXU\�SUHYHQWLRQ��DV�LW�LV�LPSRVVLEOH�WR�SUHYHQW�DOO�
LQMXULHV��+RZHYHU��WKH�JRDO�LV�DOZD\V�WR�UHGXFH�WKH�FOLHQW¶V�ULVN�E\�WHDFKLQJ�WKHP�KRZ�WR�EUHDWKH�EHWWHU��
LPSURYH�WKHLU�DELOLW\�WR�FHQWUDWH��DQG�SHUIRUP�IXQGDPHQWDO�PRYHPHQW�SDWWHUQV��

7KLV�ERRN�LV�QRW�DERXW�P\�PHWKRG�RU�DQ\RQH�HOVH¶V�PHWKRGV��,W�LV�DOO�DERXW�LQWHJUDWLQJ�WKH�FRQFHSWV�DQG�
SULQFLSOHV�LQWR�\RXU�FXUUHQW�URXWLQH�WR�HQDEOH�\RXU�SDWLHQWV�DQG�FOLHQWV�WR�DFFRPSOLVK�WKHLU�IXQFWLRQDO�
JRDOV�ZKLOH� UHGXFLQJ� WKHLU� ULVN� RI� LQMXU\�� ,I� \RX� DFFRPSOLVK� WKHVH� JRDOV�� WKHQ� \RXU�PHWKRG�ZRUNV��
DQG�\RX�KDYH� VXFFHHGHG� DV� D� WUXH� WHVWDPHQW� RI� WKH�ZRUG� µSURIHVVLRQDO¶�� ,� KRSH� WKDW� WKLV� ERRN� FDQ�
VHUYH�\RX�ZHOO�LQ�\RXU�HGXFDWLRQ�LQ�WKH�XQGHUVWDQGLQJ�DQG�DSSOLFDWLRQ�RI�LPSURYLQJ�DQG�RU�HQKDQFLQJ�
IXQFWLRQDO�PRYHPHQW��

,�RQO\�KDYH�RQH�VPDOO�UHTXHVW�DV�\RX�UHDG�WKLV�ERRN�DQG�WKDW�LV�\RX�NHHS�DQ�RSHQ�PLQG��$V�0DOFROP�
)RUEHV�RQFH�VWDWHG��³(GXFDWLRQ¶V�SXUSRVH�LV�WR�UHSODFH�DQ�HPSW\�PLQG�ZLWK�DQ�RSHQ�RQH�´�$QG�VR�LW�LV�
ZLWK�WKLV�WKRXJKW�LQ�PLQG�WKDW�,�RIIHU�WKLV�ERRN�DV�D�UHVRXUFH�WR�\RX���

8,)�463&0)1
³1RWKLQJ�LV�PRUH�UHYHDOLQJ�WKDQ�PRYHPHQW�´��0DUWKD�*UDKDP�

7KH�SULPH�IRFXV�RI�WKLV�ERRN�LV�WR�SUHVHQW�VWUDWHJLHV�DQG�WHFKQLTXHV�WKDW�FDQ�EH�XWLOL]HG�WR�LPSURYH�
KXPDQ�PRYHPHQW��:K\�WKH�IRFXV�RQ�PRYHPHQW"�/HW¶V�FRQVLGHU�VRPH�VWDWLVWLFV���

�� 7KH�8QLWHG�6WDWHV�VSHQGV�DSSUR[LPDWHO\������WULOOLRQ�RQ�KHDOWK�FDUH�HDFK�\HDU�RU�����RI�LWV�JURVV�
GRPHVWLF�SURGXFW��7KLV�LV��E\�IDU��JUHDWHU�WKDQ�DQ\�RI�WKH�RWKHU�GHYHORSHG�FRXQWULHV��\HW�WKH�8QLWHG�
6WDWHV�UDQNV���WK�RXW�RI�����FRXQWULHV�LQ�OLIH�H[SHFWDQF\��

�� $PHULFDQV� VSHQG� DSSUR[LPDWHO\� ����� ELOOLRQ� RQ� SUHVFULSWLRQ�PHGLFDWLRQV� HYHU\� \HDU� ±� D� ODUJH�
PDMRULW\�RI�WKLV�FRVW�LV�UHODWHG�WR�WUHDWLQJ�PXVFXORVNHOHWDO�V\PSWRPV�

�� $UWKULWLV� DQG� RWKHU�PXVFXORVNHOHWDO� FRQGLWLRQV� DUH� FLWHG� DV� WKH�PRVW� FRPPRQ� FDXVHV� RI� FKURQLF�
GLVDELOLWLHV�LQ�ZRUNLQJ�DJH�DGXOWV��:KLOH�WKHUH�DUH�RQO\�DSSUR[LPDWHO\����FDVHV�RXW�RI�HYHU\�������
SHUVRQV�EHWZHHQ�WKH�DJHV�RI����DQG�����WKH�QXPEHU�RI�LQGLYLGXDOV�H[SHULHQFLQJ�WKHVH�FRQGLWLRQV�
ULVHV�UHPDUNDEO\�WR����EHWZHHQ�WKH�DJHV�RI����DQG�����DQG�WR����IRU�WKRVH�EHWZHHQ�WKH�DJHV�RI����
DQG����

�� 7KHUH�DUH�QHDUO\�����PLOOLRQ�YLVLWV�WR�GRFWRU¶V�RI¿FHV�IRU�PXVFXORVNHOHWDO�FRQGLWLRQV�DW�D�FRVW�RI�
�����ELOOLRQ�SHU�\HDU�

�� 7KH�REHVLW\�UDWH�IRU�LQGLYLGXDOV�EHWZHHQ����DQG����\HDUV�RI�DJH�KDV�PRUH�WKDQ�GRXEOHG�LQ�WKH�SHULRG��
�����WR�������
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$QG�LI�\RX�WKLQN�WKLV�HSLGHPLF�LV�OLPLWHG�WR�MXVW�DGXOWV��FKHFN�RXW�WKHVH�VWDWLVWLFV�RQ�WKH�VWDWH�RI�WKH��
KHDOWK�RI�RXU�FKLOGUHQ��

�� 1HDUO\�KDOI�RI�DOO�LQMXULHV�LQ�FKLOGUHQ�SDUWLFLSDWLQJ�LQ�VSRUWV�DUH�WKH�GLUHFW�UHVXOW�RI�RYHUXVH��DQG�WKH�
PDMRULW\�RI� WKHVH�RFFXUUHG�QRW�ZKLOH� WKH\�ZHUH�SOD\LQJ� WKHLU� VSRUW�EXW� UDWKHU�ZKLOH� WKH\�ZHUH�DW�
SUDFWLFH��

�� $FFRUGLQJ� WR� WKH�1DWLRQDO� (OHFWURQLF� ,QMXU\� 6XUYHLOODQFH� 6\VWHP� IRU� WKH� \HDU� ������ WKHUH�ZHUH�
DSSUR[LPDWHO\��������LQMXULHV�UHODWHG�WR�IRRWEDOO��:KLOH�WKLV�PDNHV�VHQVH�EHFDXVH�RI�WKH�DJJUHVVLYH�
DQG�FRQWDFW�QDWXUH�RI�WKH�VSRUW��WKHUH�ZHUH�DOPRVW���������LQMXULHV�LQ�EDVNHWEDOO���

�� 7KHUH�KDV�EHHQ�D������LQFUHDVH�LQ�SK\VLFDO�HGXFDWLRQ�FODVV�LQMXULHV�EHWZHHQ�WKH�\HDUV�RI������DQG�
������ZLWK�PRVW�RI�WKHVH�EHLQJ�VSUDLQ�VWUDLQ�W\SH�LQMXULHV�

�� 1HDUO\�RQH�WKLUG�RI�FKLOGUHQ�DUH�REHVH���

,W�LV�UDWKHU�VDIH�WR�FRQFOXGH�WKDW�WKHUH�LV�VRPHWKLQJ�IXQGDPHQWDOO\�ZURQJ�ZLWK�RXU�PRYHPHQW�V\VWHP�
DQG�WKHVH�VWDWLVWLFV�MXVW�EHJLQ�WR�WHOO�WKH�VWRU\�RI�RXU�FXUUHQW�VWDWH�RI�G\VIXQFWLRQ��2XU�VRFLHW\�LV�PRYLQJ�
IURP�SURGXFWLRQ�DQG�PDQXIDFWXULQJ�WKDW�ZDV�UHSUHVHQWDWLYH�RI�WKH�8QLWHG�6WDWHV�HFRQRP\�DW�WKH�WXUQ�RI�
WKH���WK�FHQWXU\��WR�D�SUHGRPLQDQWO\�VHUYLFH�GULYHQ�HFRQRP\�LQ�WKH���VW�FHQWXU\�WKDW�LV�FKDUDFWHUL]HG�
E\�PRUH�WLPH�VLWWLQJ�LQ�IURQW�RI�D�FRPSXWHU��LQ�PHHWLQJV��RU�RQ�WKH�SKRQH��&RXSOHG�ZLWK�LQFUHDVLQJ�
WHFKQRORJ\�DQG�DXWRPDWLRQ�WKDW�IXUWKHU�OLPLWV�KRZ�PXFK�ZH�QHHG�WR�PRYH��WRJHWKHU�ZLWK�D�QXWULHQW�
GHSOHWHG��RYHUO\�SURFHVVHG��DQG�JHQHWLFDOO\�PRGL¿HG�GLHW��WKLV�FUHDWHV�D�KXPDQ�DUFKLWHFWXUH�WKDW�LV�IDU�
IURP�FDSDEOH�RI�KDQGOLQJ�DQ\�LQFUHDVHV�LQ�GHPDQGV�WKDW�PD\�EH�LPSRVHG�XSRQ�LW��$Q�H[DPSOH�RI�WKLV�
LV�WKH�DSSUR[LPDWHO\���������QRQ�FRQWDFW�DQWHULRU�FUXFLDWH�OLJDPHQW�LQMXULHV�WKDW�RFFXU�HYHU\�\HDU�LQ�
WKH�8QLWHG�6WDWHV��0DQ\�RI�WKHVH�DUH�LQ�QRQ�DWKOHWLF�LQGLYLGXDOV�DQG�RFFXU�DV�D�UHVXOW�RI�VWHSSLQJ�RII�
D�FXUE��DFURVV�DQ�XQHYHQ�VXUIDFH�ZKLOH�SOD\LQJ�WKHLU�ZHHNHQG�VSRUW��RU�ZKLOH�ZDONLQJ�DQG�VXGGHQO\�
FKDQJLQJ�GLUHFWLRQV��$�FOLHQW�ZKR�VLWV�RQ�WKHLU�ZD\�WR�ZRUN��VLWV�DW�ZRUN��VLWV�RQ�WKHLU�ZD\�KRPH�IURP�
ZRUN��DQG�WKHQ�VLWV�RQFH�WKH\�JHW�KRPH�ZLOO�EH�LOO�HTXLSSHG�WR�GHDO�ZLWK�DQ\�FKDQJHV�LQ�WKHLU�FHQWHU�RI�
JUDYLW\�RU�PRPHQWXP��RU�ZLWK�VLWXDWLRQV�WKDW�GHPDQG�WKHP�WR�UHDFW�G\QDPLFDOO\��OLNH�WKHLU�ZHHNHQG�
JROI�RU�VRIWEDOO�JDPHV��7KH\�DUH�DOVR�OLNHO\�QRW�WR�KDYH�FRQVXPHG�D�ZHOO�URXQGHG��QXWULHQW�GHQVH�GLHW�
WKDW�ZRXOG�SURYLGH�WKHP�WKH�JURXQG�VXEVWDQFH�WR�GHYHORS��UHJHQHUDWH��DQG�RSWLPL]H�WKH�IXQFWLRQ�RI�
WKH�FRQQHFWLYH�WLVVXHV�RI�WKHLU�ERG\��PDNLQJ�WKHP�PRUH�VXVFHSWLEOH�WR�GHFUHDVHV�LQ�SHUIRUPDQFH�DQG�
WR�LQFUHDVHV�LQ�WKH�OLNHOLKRRG�RI�GHYHORSLQJ�LOOQHVV�RU�LQMXU\��$QG�WKHVH�LQGLYLGXDOV�LQ�DOO�OLNHOLKRRG�
ZLOO� QRW� KDYH� VOHHS�SDWWHUQV� WKDW� DUH� FRQGXFLYH� WR�SURSHU� UHFXSHUDWLRQ� DQG�ZLOO� KDYH� D� VWUHVV� OHYHO�
WKDW�LV�RXW�RI�DOLJQPHQW�ZLWK�WKHLU�DELOLW\�WR�PDQDJH�WKHLU�VWUHVV��DGGLQJ�IXUWKHU�VWUHVVHV�WR�DQ�DOUHDG\�
RYHUZKHOPHG�V\VWHP��,W�LV�QRW�KDUG�WR�VHH�ZK\�WKLV�LQGLYLGXDO�ZLOO�VXIIHU�IURP�QRQ�FRQWDFW�LQMXULHV�DV�
ZHOO�DV�DQ\�RI�WKH�FRPPRQ�RYHUXVH�LQMXULHV�WKDW�SODJXH�PRGHUQ�VRFLHW\��

7KHVH� DUH� WKH� LQGLYLGXDOV� ZKR� PRVW� RIWHQ� SUHVHQW� WR� WKH� ¿WQHVV� SURIHVVLRQDO� IRU� WKHLU� VHUYLFHV��
8QIRUWXQDWHO\�� UDWKHU� WKDQ� EHLQJ� WKH� VROXWLRQ� WKDW� WKHVH� FOLHQWV� QHHG� LQ� RUGHU� WR� HIIHFWLYHO\� DQG�
DSSURSULDWHO\� GHDO�ZLWK� FRPPRQ�PXVFXORVNHOHWDO� LVVXHV�� WKH� ¿WQHVV� LQGXVWU\� RIWHQ� EHFRPHV� D� SDUW�
RI� WKH� SUREOHP�� ,QGLYLGXDOV� DUH� WROG� E\� WKHLU� KHDOWK� FDUH� SURIHVVLRQDOV� WR� MXVW� JR� DQG� H[HUFLVH�� WR�
VWUHQJWKHQ�WKHLU�µZHDN¶�EDFN�RU�NQHHV��RU�WR�VLPSO\�PRYH�DQG�WKDW�ZLOO�PDNH�WKHP�EHWWHU��7KH\�DUH�
IXUWKHU�HQFRXUDJHG�E\�FRPPHUFLDOV�WKDW�XUJH�WKHP�WR�MXVW�µGR�LW¶�DQG�WUDLQ�KDUGHU��DQG�RSHUDWH�XQGHU�
WKH�SUHPLVH�RI�µLI�WKHUH�LV�QR�SDLQ��WKHUH�LV�QR�JDLQ�¶�
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$V�PHQWLRQHG�LQ�WKH�LQWURGXFWLRQ��WUDLQLQJ�WKH�JHQHUDO�SRSXODWLRQ�WKH�VDPH�ZD\�DV�SURIHVVLRQDO�DWKOHWHV�
DQG�RU�PLOLWDU\�SHUVRQQHO�SUHVHQWV�VHYHUDO�FKDOOHQJHV��5HPHPEHU��WKH�LQGLYLGXDOV�ZKR�WKH�SURIHVVLRQDO�
FRQGLWLRQLQJ�FRDFK�ZRUNV�ZLWK�DUH�D�UDWKHU�KRPRJHQRXV�SRSXODWLRQ��7KH\�DUH�EHWZHHQ� WKH�DJHV�RI�
��� DQG� ��� ±� UHFDOO� WKDW� WKH� UDWH� RI� DUWKULWLV� DQG�PXVFXORVNHOHWDO� SDLQ� LQFUHDVHV� WKUHH� WR�¿YH� WLPHV�
EHWZHHQ� WKH�DJHV�RI����DQG�����7KH\�KDYH�PDGH� LW� WR�D�KLJK�RU�SURIHVVLRQDO� OHYHO�RI�SHUIRUPDQFH�
DQG� UHSUHVHQW� WKH����RI� WKH�SRSXODWLRQ�ZLWK� WKH�JHQHWLFV�� VNLOO� VHW�� UHFXSHUDWLRQ�� DQG� WUDLQLQJ� WKDW�
HQDEOHV�WKHP�WR�SHUIRUP�DW�WKDW�OHYHO��7KH\�KDYH�DERYH�DYHUDJH�UHFXSHUDWLYH�UDWHV��PHDQLQJ�WKDW�WKH\�
FDQ�WDNH�PRUH�VWUHVV�WKDQ�WKH�DYHUDJH�SHUVRQ�EHIRUH�EUHDNLQJ�GRZQ��$QG�WKH\�KDYH�JUHDWHU�DFFHVV�WR�
KHDOWK�SURIHVVLRQDOV�VXFK�DV�FKLURSUDFWLF�SK\VLFLDQV��PDVVDJH�WKHUDSLVWV��DQG�DWKOHWLF�WUDLQHUV��DV�ZHOO�
DV�WKHUDSHXWLF�PRGDOLWLHV�VXFK�DV�ZKLUOSRROV��LFH�EDWKV��XOWUDVRXQG��DQG�HOHFWURQLF�PXVFOH�VWLPXODWLRQ��
7KH\�RIWHQ�UHFHLYH�WUHDWPHQWV�HYHU\�VLQJOH�GD\�DQG�PRUH�RIWHQ�WKDQ�WKDW�LI�WKH\�DUH�LQMXUHG��

2XU�FOLHQWV� UHFHLYH� WUHDWPHQW�RQFH�RU� WZLFH�D�ZHHN�DW�EHVW� DQG�SRVVLEO\�GR� VRPH�VHOI�FDUH��KDUGO\�
HTXDWLQJ�WR�WKH�DPRXQW�WKDW�WKH�DWKOHWH�UHFHLYHV��6OHHSLQJ�KDELWV�DUH�OLNHO\�GLIIHUHQW�DV�RXU�FOLHQWV�DQG�
SDWLHQWV�UDUHO\�UHSRUW�UHFHLYLQJ��±��KRXUV�RI�TXDOLW\�VOHHS�SHU�QLJKW��,I�DQ�LQGLYLGXDO�KDV�WKH�DELOLW\�WR�
PDNH�LW�WR�D�KLJK�OHYHO�LQ�GDQFH��DWKOHWLFV��RU�PLOLWDU\�VHUYLFH��WKH\�DUH�LQ�WKH�VHOHFW�PLQRULW\�RI�PRWRU�
VNLOO�SUR¿FLHQF\��QRWZLWKVWDQGLQJ�WKH�DPRXQW�RI�WUDLQLQJ�DQG�FRDFKLQJ�WKDW�ZHQW�LQWR�WKH�HIIRUW��7KH\�
RIWHQ�KDYH�DFFHVV� WR�EHWWHU� FRDFKHV�DQG� VSHQG�PRUH�FROOHFWLYH� WLPH�ZRUNLQJ�RQ� WKHLU� VNLOOV��0DQ\�
JHQHUDO�SRSXODWLRQ�FOLHQWV�MXVW�DVVXPH�WKHLU�ERG\�ZLOO�IXQFWLRQ�WKH�ZD\�WKH\�ZDQW��9HU\�IHZ�DWKOHWHV�
JHW�WR�WKH�KLJKHVW�OHYHOV�ZLWKRXW�GHGLFDWLQJ�VLJQL¿FDQW�WLPH��HQHUJ\��DQG�DWWHQWLRQ�RQ�WKHLU�FUDIW��7KLV�
OHDYHV�XV�ZLWK�D�YHU\�VLJQL¿FDQW�FKDOOHQJH�DV�ZH�ZRUN�ZLWK�WKH�JHQHUDO�SRSXODWLRQ�FOLHQWHOH�

8,)�',%00)2+)
,Q�KLV�ERRN�+RZ�WKH�0LJKW\�)DOO��DXWKRU�-LP�&ROOLQV�GLVFXVVHV�FDQFHU�DQG�KRZ�LW�LV�KDUGHU�WR�GHWHFW�
LQ�WKH�HDUO\�VWDJHV�EXW�HDVLHU�WR�WUHDW��DQG�KRZ�LW�UHYHUVHV�LQ�WKH�DGYDQFHG�VWDJHV��ZKHUH�LW�LV�HDVLHU�WR�
GHWHFW�EXW�PXFK�KDUGHU�WR�WUHDW��$�VLPLODU�DQDORJ\�FDQ�EH�PDGH�DERXW�PRYHPHQW�SDWWHUQV�±�LW�LV�PXFK�
KDUGHU�WR�GHWHFW�WKH�VXEWOHWLHV�RI�FRPSHQVDWRU\�PRYHPHQW�LQ�WKH�HDUO\�VWDJHV�DOWKRXJK�HDVLHU�WR�FRUUHFW�
WKHP��DQG�PXFK�HDVLHU�WR�GHWHFW�HUURUV�LQ�FKURQLF�PRYHPHQW�G\VIXQFWLRQ�KRZHYHU�WKH\�DUH�PXFK�PRUH�
GLI¿FXOW�WR�FKDQJH��

:KDW�PDNHV�PRYHPHQW�SDWWHUQV�VR�FKDOOHQJLQJ�WR�FRUUHFW�LQ�WKH�ODWHU�VWDJHV�WKDQ�LQ�WKH�HDUOLHU�VWDJHV"�
$QG�ZKDW�PDNHV�RXU�FOLHQWV¶�PRYHPHQW�VR�G\VIXQFWLRQDO�LQ�WKH�¿UVW�SODFH"�,W�LV�LPSRUWDQW�WR�DVN�WKHVH�
TXHVWLRQV�DV�WKH\�DUH�DW�WKH�EHJLQQLQJ�RI�WKH�MRXUQH\�WR�XQGHUVWDQG�WKH�PDUYHOV�DQG�FRPSOH[LWLHV�RI�WKH�
KXPDQ�ERG\�DV�ZHOO�DV�SURYLGH�D�IUDPHZRUN�IRU�ERWK�WKH�FRUUHFWLRQ�DQG�HGXFDWLRQ�SURFHVVHV�WKDW�ZLOO�
KHOS�D�FOLHQW�UHWXUQ�WR�IXQFWLRQ��7RR�RIWHQ�FOLHQWV�DUH�WROG�WKDW�WKHUH�LV�QRWKLQJ�WKDW�FDQ�EH�GRQH�RXWVLGH�
RI�PHGLFDWLRQ�RU�VXUJHU\��RU�ZRUVH�WKDW�WKH�SDLQ�DQG�RU�OLPLWDWLRQV�LQ�PRYHPHQW�DUH�DOO�LQ�WKHLU�KHDG��
8QIRUWXQDWHO\��IRU�DOO�WKH�DGYDQFHV�LQ�PHGLFDO�WHFKQRORJ\��WKHUH�DUH�QR�IHZHU�LQFLGHQFHV�RI�PRYHPHQW�
G\VIXQFWLRQ�� KRZHYHU�� WKHUH�KDV�EHHQ� D� JUHDWHU� FRQ¿GHQFH� LQ� V\QGURPH�DQG� FRQGLWLRQDO� GLDJQRVHV�
EHFDXVH�WKH\�DUH�QRZ�SURYHQ�E\�DGYDQFHPHQWV�LQ�LPDJLQJ�WHFKQLTXHV��

3DUW�RI�WKH�LVVXH�ZLWK�WKLV�GLVFRQQHFW�LV�WKH�IDFW�WKDW�WKHUH�DUH�QR�PHGLFDO�PDFKLQHV�RU�EORRG�WHVWV�WKDW�
µWHVW¶�WR�SURYH�PRYHPHQW�G\VIXQFWLRQ��7KH�EHVW�WKDW�WKHVH�WHVWV�FDQ�SURYH�LV�HLWKHU�WKHUH�LV�RU�WKHUH�LV�
QRW�SDWKRORJ\�ZLWKLQ�WKH�JLYHQ�UHJLRQ��PHDQLQJ�PXVFOH�LQKLELWLRQ�FDQQRW�EH�VHHQ�LQ�DQ\�WHVW�EDVHG�
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RQ�PHGLFDO�VWDQGDUGV��3RRU�VWDELOL]DWLRQ�LQ�D�VLQJOH�OHJ�VWDQG�GRHV�QRW�UHJLVWHU�LQ�DQ\�VWDQGDUGL]HG�
HTXLSPHQW��+RZHYHU��WKH�PDQLIHVWDWLRQV�RI�WKHVH�SRRU�PRYHPHQW�DQG�VWDELOL]DWLRQ�VWUDWHJLHV�FDQ�EH�
JUDSKLFDOO\�YLVXDOL]HG�RQ�D�UDGLRJUDSK�RU�05,�LPDJH��2VWHRDUWKULWLV��PRUH�DFFXUDWHO\�GHVFULEHG�DV�
GHJHQHUDWLYH�MRLQW�GLVHDVH��LV�MXVW�RQH�PDQLIHVWDWLRQ�RI�SRRU�PRYHPHQW�VWUDWHJLHV�DQG�LV�QRW�VLPSO\�
D�SURFHVV�RI�JHWWLQJ�ROGHU��1RQ�WUDXPDWLF�ODEUDO�WHDUV�ZLWKLQ�WKH�VKRXOGHU�RU�KLS�DUH�QRW�WKH�UHVXOW�RI�
SRRU�JHQHWLFV�RU�KHUHGLWDU\�ZHDNQHVV��EXW�UDWKHU�WKH�UHVXOW�RI�SRRU�VWDELOL]DWLRQ�RI�WKH�KXPHUDO�DQG�
IHPRUDO�KHDGV�ZLWKLQ�WKHLU�UHVSHFWLYH�DUWLFXODWLRQV��'LVF�EXOJHV�DQG�KHUQLDWLRQV�DUH�WKH�UHVXOW�RI�SRRU�
VWDELOL]DWLRQ�VWUDWHJLHV��OHDGLQJ�WR�HLWKHU�RYHUFRPSUHVVLRQ�RU�LQVWDELOLW\�DW�RU�DURXQG�WKH�DUHD�RI�WKH�
GLVF�SDWKRORJ\��

6R�ZKDW¶V�WKH�SRLQW�RI�DOO�WKLV"�7KH�SRLQW�LV�QRW�WR�GLVFRXQW�JHQHWLFV�RU�KHUHGLWDU\�FDXVDWLRQ�±�IDWKHU��
PRWKHU�� JUDQGPRWKHU�� VLVWHU�� RU� DQ\RQH� HOVH� WKH� FOLHQW�ZRXOG� FDUH� WR�PHQWLRQ� ±� EXW� UDWKHU� VXJJHVW�
WKDW�LQGLYLGXDOV�DUH�ZD\�PRUH�UHVSRQVLEOH�IRU�ZKDW�KDSSHQV�WR�WKHLU�PXVFXORVNHOHWDO�V\VWHP�WKDQ�WKH�
LQWDQJLEOH� KHUHGLWDU\� IDFWRUV��:H� KDYH� WR� HGXFDWH� FOLHQWV� DQG� SDWLHQWV� WKDW�ZKLOH� WKH\� GR� QRW� KDYH�
FRQWURO�RYHU�KHUHGLWDU\� IDFWRUV� WKH\�GR�KDYH�FRQWURO�RYHU�KRZ� WKH\�PRYH��KRZ� WKH\�HDW��KRZ� WKH\�
UHFXSHUDWH��DQG�KRZ�WKH\�PDQDJH�WKHLU�VWUHVV��*LYH�WKHP�EDFN�WKHLU�SRZHU�DQG�WKHQ�HPSRZHU�WKHP�WR�
PDNH�FKDQJHV�

:K\�GR�ZH� ORVH� IXQFWLRQ��SDUWLFXODUO\� VWDELOLW\�� UDQJH�RI�PRWLRQ��DQG�PRYHPHQW�HI¿FLHQF\"�:KLOH�
WKHUH�DUH�PXOWLSOH�FDXVHV�RI�WKHVH�LVVXHV��WKH\�HVVHQWLDOO\�IDOO�LQWR�RQH�RI�WKUHH�SULPDU\�FDWHJRULHV��SRRU�
QHXURGHYHORSPHQW��LQMXULHV��DQG�OHDUQHG�EHKDYLRUV�����

�� /DFN�RI�RSWLPDO�QHXURGHYHORSPHQW��'U��9DFODY�9RMWD��D�&]HFKRVORYDNLDQ�QHXURORJLVW�IRFXVLQJ�RQ�
WKH�FKDOOHQJHV�RI�PRWRU�UHKDELOLWDWLRQ�LQ�FKLOGUHQ��VXJJHVWHG�WKDW�RQH�WKLUG�RI�FKLOGUHQ�QHYHU�GHYHORS�
RSWLPDO�FHQWUDO�QHUYRXV�V\VWHP�IXQFWLRQ��7KLV�RIWHQ�PDQLIHVWV�LQ�SRRU�SDWWHUQLQJ�DQG�PDQ\�RI�WKH�
SRVWXUDO�PRYHPHQW�G\VIXQFWLRQV�ZH�VHH�LQ�RXU�DGROHVFHQW�DQG�DGXOW�SRSXODWLRQV�

�� 7UDXPD�LQFOXGLQJ�VXUJHULHV��LQMXULHV��FKURQLF�DQG�DFXWH���DQG�HPRWLRQV��7KHVH�IDFWRUV�DIIHFW�
KRZ�DQ�LQGLYLGXDO�LV�DEOH�WR�ERWK�VWDELOL]H�DQG�FUHDWH�HI¿FLHQW�PRYHPHQW��6XUJHU\�ZLOO�DOZD\V�OHDG�
WR� PXVFOH� LQKLELWLRQ� DQG� DOWHUDWLRQV� LQ� PRWRU� FRQWURO� WKURXJKRXW� WKH� V\VWHP�� 7UDXPD� JHQHUDOO\�
UHVXOWV�LQ�D�UHÀH[LYH�VWLIIHQLQJ�RI�WKH�LQMXUHG�UHJLRQ�DQG�VXEVHTXHQW�FRPSHQVDWRU\�DOWHUDWLRQV�LQ�WKH�
VWDELOL]DWLRQ�DQG�PRYHPHQW�V\VWHPV��

�� /HDUQHG�EHKDYLRUV��7KHVH�DUH�SDWWHUQV�WKDW�ZH�DGRSW��EDVHG�QRW�QHFHVVDULO\�RQ�HQJUDLQHG�QHXURORJLFDO�
SDWWHUQV��EXW�UDWKHU�RQ�WKLQJV�ZH�OHDUQ�WKURXJKRXW�RXU�OLIH��(YHU\WKLQJ�IURP�OLIHVW\OH��RFFXSDWLRQ��
VSRUWV��DQG�H[HUFLVH�FKRLFHV��WR�DGDSWHG�SRVWXUHV�DQG�PRYHPHQW�KDELWV�OHDUQHG�LQ�FKLOGKRRG��IURP�
PLPLFNLQJ�ZKDW�ZH�VHH�WR�DGRSWLQJ�D�µJULSSLQJ¶�SDWWHUQ�WR�DSSHDU�VOLPPHU��KDV�D�GUDPDWLF�HIIHFW�RQ�
RXU�PRYHPHQW�SDWWHUQV��8QIRUWXQDWHO\��WKH�YHU\�WKLQJ�ZH�XVH�WR�LPSURYH�RXU�PRYHPHQW�G\VIXQFWLRQ�
±�H[HUFLVH�±�LV�DQ�RIWHQ�RYHUORRNHG�FRQWULEXWRU�WR�DOWHUHG�PRYHPHQW�SDWWHUQV��)RU�H[DPSOH��PDQ\�RI�
WKH�H[HUFLVHV�ZH�SHUIRUP�DUH�LQ�GLUHFW�RSSRVLWLRQ�WR�WKH�IXQFWLRQDO�SDWWHUQV�HQJUDLQHG�LQ�RXU�QHUYRXV�
V\VWHP��&RQVLGHU� WKH�FUDZOLQJ�FKLOG�ZKHUH� WKH� VSLQH� LV�PRYHG�DURXQG� WKH�¿[HG� OLPEV��0DQ\�RI�
WKH�H[HUFLVHV�ZH�SHUIRUP�LQ�WKH�J\P��VXFK�DV�EDUEHOO�VTXDWV��EDUEHOO�URZV��ELFHSV�FXUOV��DQG�EHQFK�
SUHVVHV��XWLOL]H�WKH�WUXQN�DQG�OLPEV�LQ�WKH�H[DFW�RSSRVLWH�ZD\�WKH\�ZHUH�LQWHQGHG��WKH�WUXQN�LV�¿[HG�
DQG�WKH�OLPEV�PRYH�DURXQG�WKH�¿[HG�WUXQN��
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1RWLFH�KRZ�WKH�GHYHORSLQJ�FKLOG�LQ�WKH�LPDJH�DERYH�PRYHV�KLV�VSLQH�DURXQG�VWDEOH�H[WUHPLWLHV��ULJKW�
KLS�DQG�OHIW�VKRXOGHU���7KLV�GHYHORSV�VLPXOWDQHRXV�OLPE�VWDELOLW\��ULJKW�VLGH�KLS�DQG�OHIW�VLGH�VKRXOGHU��
DQG�VSLQDO�PRELOLW\��7KH�PDMRULW\�RI�WKH�H[HUFLVHV�ZH�SHUIRUP�ZLWK�RXU�FOLHQWV�GR�WKH�H[DFW�RSSRVLWH�±�
WKH\�PRYH�WKH�H[WUHPLWLHV�DURXQG�D�¿[HG�VSLQH��2IWHQ�WKHVH�SDWWHUQV�DUH�SHUIRUPHG�LQ�D�ELODWHUDO�IDVKLRQ�
ZKLFK�¿[DWHV�DQG�ORFNV�WKH�WKRUD[��FUHDWLQJ�FRPSHQVDWRU\�K\SHUPRELOLW\�LQ�WKH�H[WUHPLWLHV��7KLV�LV�QRW�
WR�VXJJHVW�WKDW�WKHVH�H[HUFLVHV�DUH�EDG�EXW�UDWKHU�SRLQW�RXW�WKH�ORQJ�WHUP�HIIHFWV�WKHVH�H[HUFLVHV�KDYH�
RQ�WKH�PRELOLW\�RI�WKH�WKRUD[�DQG�VWDELOLW\�RI�WKH�VKRXOGHU�DQG�KLS�FRPSOH[HV�

:KDW�DERXW�H[HUFLVH�FXHV�WKDW�ZH�RIWHQ�XVH�ZKHQ�LQVWUXFWLQJ�RXU�FOLHQWV"�*HQHUDOO\��ZH�FXH�RXU�FOLHQWV�
WR�µWLJKWHQ�WKH�FRUH¶�RU�µVTXHH]H�WKH�JOXWHV¶�RU�µSXOO�WKH�VKRXOGHU�EODGHV�GRZQ�DQG�EDFN�¶�7KHVH�FXHV�
RIWHQ�JHW� WKH� LQWHQGHG�UHVSRQVH�RI� LQFUHDVHG�DFWLYDWLRQ�RI� WKH�DEGRPLQDO�ZDOO��JOXWHV��DQG�VFDSXODU�
UHWUDFWRUV�UHVSHFWLYHO\��+RZHYHU��WKH�ELJJHVW�SUREOHP�FOLHQWV�KDYH�LV�QRW�LQ�DFWLYDWLQJ�SULPH�PRYHUV�
EXW�UDWKHU�DFWLYDWLQJ�WKH�VWDELOL]HUV�DV�ZHOO�DV�FRRUGLQDWLQJ�WKH�WLPLQJ�DQG�HI¿FLHQF\�RI�XVLQJ�WKHVH�
PXVFOHV��7KH�UHVXOW�RI�WKHVH�H[HUFLVH�FXHV�LV�LQFUHDVHG�SUREOHPV�VXFK�DV�FRPSUHVVLRQ�V\QGURPHV�DW�WKH�
VSLQH�DQG�KLSV��DV�ZHOO�DV�VWDELOL]DWLRQ�LVVXHV�RI�WKH�VFDSXORWKRUDFLF�UHJLRQ�

$GGLWLRQDOO\��ZKHWKHU�ZH�OLNH�WR�DGPLW�LW�RU�QRW��PRVW�RI�XV�KDYH�EHHQ�LQÀXHQFHG�E\�OHDUQHG�EHKDYLRU��
$V� \RXQJ� FKLOGUHQ�ZH�ZDWFK� DQG� DGRSW� WKH� SRVWXUHV��PDQQHULVPV�� DQG�PRYHPHQW� SDWWHUQV� RI� RXU�
SDUHQWV��SHHUV��DQG�VRFLDO�LQÀXHQFHV��0RGHOV�ZKR�DUH�WDXJKW�WR�KDQJ�RII�WKHLU�KLSV�DQG�RYHUO\�H[WHQG�
WKURXJK�WKHLU�WKRUDFROXPEDU�MXQFWLRQ�LQÀXHQFH�PDQ\�\RXQJ�JLUOV��0RUHRYHU��ZH�DUH�LQÀXHQFHG�E\�RXU�
IDVKLRQ��LQFOXGLQJ�WKLQJV�VXFK�DV�ZHDULQJ�KLJK�KHHOHG�VKRHV��RYHUO\�VXSSRUWLYH�DWKOHWLF�VKRHV��XVH�RI�
RUWKRWLFV��HWF��±�HDFK�RI�ZKLFK�DIIHFWV�DQ�LQGLYLGXDO¶V�VWDELOL]DWLRQ�DQG�PRYHPHQW�SDWWHUQV�

8OWLPDWHO\��WKHVH�OHDUQHG�EHKDYLRUV�FDQ�OHDG�WR�VWLIIQHVV�DQG�ULJLGLW\�RI�WKH�VSLQH�DQG�WKRUD[��ZKLFK�LQ�
WXUQ�OHDGV�WR�FRPPRQ�PRYHPHQW�LPSDLUPHQWV�LQFOXGLQJ�
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�� FRPSHQVDWRU\� K\SHUPRELOLW\� SDWWHUQV� DW� WKH� VFDSXORWKRUDFLF�� WKRUDFROXPEDU�� DQG� OXPERSHOYLF�
UHJLRQV�

�� UHÀH[LYH�WLJKWQHVV�RI�WKH�JOHQRKXPHUDO��VKRXOGHU��DQG�IHPRURDFHWDEXODU��KLS��MRLQWV��

�� DOWHUHG� UHVSLUDWRU\�PHFKDQLFV� QHFHVVLWDWLQJ� WKH� LQFUHDVHG� XWLOL]DWLRQ� RI� WKH� DFFHVVRU\� UHVSLUDWRU\�
PXVFOHV�DQG�IXUWKHU�SHUSHWXDWLRQ�RI�WKHVH�SDWWHUQV�

:KLOH�WKH�PHGLFDO�¿HOG�LV�TXLFN�WR�EODPH�JHQHWLFV�DQG�ROG�DJH��WKH�UHVXOWDQW�SRRU�VWDELOL]DWLRQ�DQG�
PRYHPHQW�SDWWHUQV�WKDW�UHVXOW�IURP�LPSURSHU�QHXURORJLFDO�GHYHORSPHQW��WUDXPD��DQG�OHDUQHG�EHKDYLRUV�
DUH�WKH�PRVW�FRPPRQ�UHDVRQV�IRU�WKH�PDMRULW\�RI�RXU�FOLHQW¶V�GHJHQHUDWLYH�FRQGLWLRQV��FKURQLF�SDLQ��
DQG�GHFUHDVHV�LQ�RYHUDOO�SHUIRUPDQFH�

�7KH� SUHYLRXV� VHFWLRQ� KDV� EHHQ� PRGL¿HG� DQG� DGDSWHG� IURP� WKH� RULJLQDO� DUWLFOH� µ$VVHVVLQJ� WKH�
)XQGDPHQWDOV��7KH�7KRUDFLF�&RQQHFWLRQ¶�±�3DUW���RI�D���SDUW�VHULHV�ZULWWHQ�E\�(YDQ�2VDU�DQG�SXEOLVKHG�
RQ�ZZZ�SWRQWKHQHW�FRP��

8,)�73098-32
2XU�MRE��DV�ZHOO�DV�RXU�FKDOOHQJH�DV�¿WQHVV�DQG�KHDOWK�FDUH�SURIHVVLRQDOV��LV�WR�KHOS�FOLHQWV�DQG�SDWLHQWV�
UHFRJQL]H� WKH� LQWLPDWH� UHODWLRQVKLS� EHWZHHQ� KRZ� WKH\�PRYH� DQG�ZKDW� KDSSHQV� WR� WKHLU� ERG\� DV� D�
GLUHFW�UHVXOW�RI�KRZ�WKH\�PRYH��5HJDUGOHVV�RI�JHQHWLFV��WUDXPD��GLVHDVH��SDVW�H[SHULHQFHV��WKRXJKWV��
EHOLHIV��DQG�SUHYLRXV�OHDUQHG�SDWWHUQV��ZH�FDQ�KHOS�RXU�SDWLHQWV�DQG�FOLHQWV�FUHDWH�SRVLWLYH�FKDQJHV��
7KLV�LV�QRW�WR�VXJJHVW�WKDW�VRPHRQH�ZLWK�PXOWLSOH�VFOHURVLV�RU�MXVW�KDYLQJ�VXIIHUHG�D�VWURNH�ZLOO�HYHU�
UHWXUQ�WR�D�KLJK�OHYHO�IXQFWLRQ�WKH\�KDG�SULRU�WR�WKH�GLVHDVH��%XW�LW�LV�QRW�XS�WR�XV�WR�SODFH�UHVWULFWLRQV�
RU� OLPLWDWLRQV�XSRQ� WKHP��2XU� MRE� LV� WR� WHDFK�DQG�HPSRZHU� WKHP�WR� UHJDLQ� WKHLU� VWUHQJWK�� VWDELOLW\��
PRYHPHQW�DZDUHQHVV��DQG�FRQ¿GHQFH�VR�WKDW�WKH\�FDQ�DFKLHYH�WKH�KLJKHVW�OHYHO�RI�IXQFWLRQ�WKH\�DUH�
DEOH�WR��JLYHQ�WKHLU�FXUUHQW�VWDWH��(PSRZHU�WKHP�WR�FKDOOHQJH�WKHLU�FXUUHQW�OHYHO�ZLWK�WKH�IDLWK�WKDW�WKH�
QHUYRXV�V\VWHP�LV�FDSDEOH�RI�VR�PXFK�PRUH�WKDQ�LW�LV�RIWHQ�JLYHQ�FUHGLW�IRU��

,PSURYLQJ�PRYHPHQW�VKRXOG�QRW�GHPDQG�WKH�VDPH�LQYHVWPHQW�DV�WKH�SURIHVVLRQDO�DWKOHWH�UHTXLUHV�WR�
PDNH�LW�WR�DQ�HOLWH�OHYHO��KRZHYHU��LW�GHVHUYHV�QR�OHVV�DWWHQWLRQ��7KH�GD\V�RI�µMXVW�GRLQJ�LW¶�DUH�RYHU��
7HFKQRORJ\�UXOHV�DQG�IRU�WKDW�ZH�KDYH�SDLG�GHDUO\�±�WKH�FRVW�EHLQJ�G\VIXQFWLRQ�RI�RXU�PRYHPHQW�V\VWHP��
1R�ORQJHU�FDQ�ZH�VLPSO\�UHFRPPHQG�H[HUFLVH�DQG�KRSH�WKDW�HYHU\WKLQJ�LV�JRLQJ�WR�ZRUN�FRUUHFWO\��:H�
QHHG�D�VWUDWHJ\�WKDW�LPSURYHV�WKH�LQGLYLGXDO¶V�WROHUDQFH�WR�VWUHVV�DQG�XVHV�WKH�PRVW�HIIHFWLYH�WHFKQLTXHV�
WR� DFKLHYH� WKLV� JRDO��:KLOH� WKHUH� DUH� D� ORW� RI� WRROV� DYDLODEOH� WR� WKH� ¿WQHVV� SURIHVVLRQDO�� WKLV� ERRN�
SUHVHQWV�D�SRZHUIXO�DSSURDFK�EDVHG�XSRQ�WKH�SULQFLSOHV�RI�KXPDQ�IXQFWLRQ��

%HFDXVH� VR�PDQ\�SDWLHQWV� DQG�FOLHQWV�SUHVHQW� WR�PHGLFDO�GRFWRUV�� FKLURSUDFWLF�SK\VLFLDQV��SK\VLFDO�
WKHUDSLVWV�� DQG�¿WQHVV� SURIHVVLRQDOV��ZLWK�PRYHPHQW� G\VIXQFWLRQ�RI� WKH� H[WUHPLWLHV�� WKLV� ERRN�ZLOO�
IRFXV�RQ�WKH�KLS�DQG�VKRXOGHU��7KH�IRFXV�ZLOO�EH�RQ�WKH�IXQFWLRQDO�DQDWRP\�DQG�NLQHVLRORJ\��DV�ZHOO�DV�
WKH�FRPPRQ�PRYHPHQW�G\VIXQFWLRQV�DQG�FRUUHFWLYH�VWUDWHJLHV�IRU�LPSURYLQJ�IXQFWLRQ��+RZHYHU��LW�LV�
GLI¿FXOW��LI�QRW�LPSRVVLEOH��WR�GLVFXVV�WKH�KLS�DQG�VKRXOGHU�ZLWKRXW�JLYLQJ�DWWHQWLRQ�WR�WKH�WKRUDFRSHOYLF�
FRUH��7KH�WKRUDFRSHOYLF�FRUH�ZLOO�EH�GLVFXVVHG�EULHÀ\�WKURXJKRXW�WKH�ERRN�DV�WKLV�UHJLRQ�LV�DQ�RYHUORRNHG�
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FDXVH�RI�� DV�ZHOO� DV� D� VROXWLRQ� WR��PDQ\�FRPPRQ�KLS� DQG� VKRXOGHU� FRQGLWLRQV�� ,W� LV�ZLWK� WKH�KRSH�
WKDW��E\�LPSURYLQJ�WKH�¿WQHVV�DQG�KHDOWK�FDUH�SURIHVVLRQDO¶V�DZDUHQHVV�RI�FRPPRQ�G\VIXQFWLRQV�DQG�
VWUDLJKWIRUZDUG�VROXWLRQV��WKH\�FDQ�EHFRPH�DGYRFDWHV�IRU�WKHLU�SDWLHQWV�DQG�FOLHQWV�LQ�WDNLQJ�FRQWURO�
RI�WKHLU�RZQ�KHDOWK��7KURXJK�WKLV�DSSURDFK��ZH�FDQ�WHDP�ZLWK�PDLQVWUHDP�PHGLFLQH�DQG�HIIHFWLYHO\�
EHFRPH�WKH�VROXWLRQ�WR�WKH�KHDOWK�FDUH�FULVLV�

,3;�8,-7�&33/�-7�36+%2->)(
7KLV�ERRN�LV�GHVLJQHG�LQ�WKUHH�SDUWV�WR�KHOS�\RX�PDNH�WKH�PRVW�RI�WKH�LQIRUPDWLRQ�SUHVHQWHG�ZLWKLQ��7KH�
¿UVW�SDUW�LV�DQ�LQWURGXFWLRQ�WR�PRYHPHQW�DQG�WKH�FRPSRQHQWV�RI�WKH�PRYHPHQW�SDUDGLJP��LQFOXGLQJ�
PXVFOHV�� MRLQWV��SURSULRFHSWRUV��DQG� IXQGDPHQWDO�PRYHPHQW�SDWWHUQV�� ,W�DOVR�DGGUHVVHV�VRPH�RI� WKH�
XQGHUO\LQJ�SUREOHPV� WKDW� DUH� UHFRJQL]HG�DV�NH\V� WR� WKH�GHYHORSPHQW� DQG�SUHYDOHQFH�RI�PRYHPHQW�
G\VIXQFWLRQV��7KH�VHFRQG�SDUW�GLVFXVVHV�IXQFWLRQDO�DQDWRP\�DQG�NLQHVLRORJ\�RI�WKH�VKRXOGHU�DQG�KLS�
FRPSOH[HV��LQFOXGLQJ�VRPH�RI�WKH�FRPPRQ�G\VIXQFWLRQV�DV�ZHOO�DV�VHYHUDO�FRQFHSWV�WKDW�DUH�QHFHVVDU\�
IRU�LPSURYLQJ�IXQFWLRQ�RI�WKHVH�UHJLRQV��$Q�DVVHVVPHQW�RI�WKH�WUXQN��KLS��DQG�VKRXOGHUV�LV�DOVR�LQFOXGHG�
LQ� WKLV� VHFWLRQ��7KH� WKLUG�SDUW�ZLOO� GHPRQVWUDWH� WKH� FRUUHFWLYH� H[HUFLVH� DQG�PRYHPHQW�SURJUHVVLRQ��
EDVHG�RQ�WKH�SULQFLSOHV�WKDW�ZHUH�VHW�XS�LQ�WKH�¿UVW�WZR�VHFWLRQV�RI�WKH�ERRN��,QFOXGHG�LQ�WKLV�ERRN��
DUH� WDEOHV� WKDW� FRQWDLQ� ERWK� GHVFULSWLRQV� RI� WKH� H[HUFLVHV�� LQFOXGLQJ� VHWXS�� DOLJQPHQW�� DFWLYDWLRQ�
VWUDWHJLHV�� DQG� ZKDW� \RXU� FOLHQW� VKRXOG� EH� IHHOLQJ��$GGLWLRQDO� WDEOHV� DUH� GHVLJQHG� WR� VXSSO\� \RX��
ZLWK�FOLQLFDO�NH\V��$OO�WKHVH�DUH�GHVLJQHG�WR�SURYLGH�\RX�ZLWK�FOLQLFDOO\�DSSOLFDEOH�WHFKQLTXHV��VWUDWHJLHV��
DQG�RU� µDKD¶�PRPHQWV� WR�KHOS�PDNH� WKH� LQIRUPDWLRQ�FRQQHFW�DQG�DGG�HYHQ�PRUH� UHOHYDQFH� IRU�\RX��
DQG�\RXU�SDWLHQW�FOLHQW���

7KLV� LQIRUPDWLRQ�KDV�EHHQ�GHYHORSHG� IURP� WKH� FROOHFWLYH� FRQWULEXWLRQV�RI� LQQXPHURXV�JUHDW�PLQGV�
ZLWKLQ� WKH� KHDOWK�� ¿WQHVV�� DQG� UHKDELOLWDWLRQ� LQGXVWULHV�� PDQ\� RI� ZKRP� ZHUH� GLVFXVVHG� LQ� WKH�
DFNQRZOHGJHPHQW�VHFWLRQ��7R�UHLWHUDWH�RQH�NH\�FRQFHSW�WKDW�ZDV�SUHVHQWHG�LQ�WKH�¿UVW�IHZ�OLQHV�RI�WKH�
SUHIDFH��WKLV�LQIRUPDWLRQ�LV�QRW�PHDQW�WR�UHSODFH�WKLQJV�\RX�DUH�GRLQJ�WKDW�FXUUHQWO\�ZRUN��RU�WR�VD\�WKDW�
WKLV�LV�WKH�RQO\�ZD\�WR�GR�WKLQJV��RU�WR�LPSO\�WKLV�LV�WKH�ZD\�WKLQJV�ZLOO�DOZD\V�EH�GRQH��$V�5DOSK�:DOGR�
(PHUVRQ� VDLG�� ³,�ZLVK� WR� VD\�ZKDW� ,� WKLQN�DQG� IHHO� WRGD\��ZLWK� WKH�SURYLVR� WKDW� WRPRUURZ�SHUKDSV�
,� VKDOO�FRQWUDGLFW� LW� DOO�´� ,W� LV� OLNHO\� WKDW� LQ� WKH�QHDU� IXWXUH��DV� UHVHDUFK�DQG�PHWKRGRORJ\� LPSURYHV�
DQG�FRQWLQXHV�WR�JURZ��ZH�ZLOO�OLNHO\�¿QG�ZD\V�WKDW�DUH�HYHQ�PRUH�HIIHFWLYH�DQG�HQDEOH�XV�WR�PDNH�
HYHQ�JUHDWHU�FKDQJHV�LQ�WKH�ZD\�RXU�SDWLHQWV�DQG�FOLHQWV�PRYH��8QWLO�WKHQ��ZH�ZLOO�NHHS�WUXH�WR�WKH��
SULQFLSOHV�DQG� WDNH� IXOO� DGYDQWDJH�RI� WKH�RSSRUWXQLWLHV� WKDW�DUH�SUHVHQWHG� WR�XV� LQ�HDFK�SDWLHQW�DQG��
�FOLHQW�ZH�LQWHUDFW�ZLWK�



_��&255(&7,9(�(;(5&,6(�62/87,216�72�&20021�+,3�$1'�6+28/'(5�'<6)81&7,21



��&+$37(5�21(���7+(�)81&7,21$/�029(0(17�6<67(0��_

SDUW,
-RXVSHYGXMSR�XS�1SZIQIRX�
8LI�*YRGXMSREP�)PIQIRXW

',%48)6���� 8LI�*YRGXMSREP�1SZIQIRX�7]WXIQ

',%48)6���� (IZIPSTMRK�1SZIQIRX
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FKDSWHU�
8LI�*YRGXMSREP�1SZIQIRX�7]WXIQ
',%48)6�3&.)'8-:)7
8S�MHIRXMJ]�ERH�YRHIVWXERH�XLI�JYRGXMSREP�GSQTSRIRXW�SJ�QSZIQIRX

8S�I\TPEMR�ERH�MHIRXMJ]�XLI�OI]�JYRGXMSRW�SJ�QYWGPIW

&-31)',%2-'7
8QGHUVWDQGLQJ�PRYHPHQW�UHTXLUHV�D�EULHI�LQWURGXFWLRQ�WR�ELRPHFKDQLFV��%LRPHFKDQLFV�LV�WKH�VWXG\�RI�
PRWLRQ�DQG�WKH�LQWHUQDO�DQG�H[WHUQDO�IRUFHV�WKDW�DFW�XSRQ�WKH�ERG\��7KLV�VWXG\�LV�ODUJHO\�EDVHG�XSRQ�
ORRNLQJ� DW� MRLQW�PHFKDQLFV�� LQWHUQDO� IRUFHV�� DQG� H[WHUQDO� IRUFHV� DQG� ORDGV� DV�ZHOO� DV� WKH� HIIHFWV� RI�
JUDYLW\��PRPHQWXP��DQG�JURXQG�UHDFWLRQ�IRUFHV��

.LQHVLRORJ\�LV�WKH�VWXG\�RI�PRWLRQ�EDVHG�RQ�WKH�DFWLYLW\�RI�WKH�PXVFOH�V\VWHP��,W�LV�LPSRUWDQW�WR�KDYH�
D�EDVLF�XQGHUVWDQGLQJ�RI�WKH�ELRPHFKDQLFV�LQYROYHG�ZLWK�PRWLRQ�WR�HQDEOH�D�EHWWHU�DSSUHFLDWLRQ�RI�WKH�
NLQHVLRORJLFDO�DFWLYLW\�RI�WKH�PXVFOH�V\VWHP��

/RRNLQJ�DW� WKH�KXPDQ�JDLW�F\FOH�SURYLGHV�D� UDWKHU�XQLTXH� ORRN� LQWR� WKH�ELRPHFKDQLFV�RI� WKH� ORZHU�
H[WUHPLW\��7KH�KXPDQ�JDLW�F\FOH��OLNH�PDQ\�PRYHPHQWV�LQ�OLIH��LV�D�VHULHV�RI�ORDGLQJ�DQG�XQORDGLQJ�
HYHQWV� WKDW� RFFXU� LQ� DQ� RUFKHVWUDWHG� IDVKLRQ� WKURXJK� WKH� NLQHWLF� FKDLQ�� 7R� KHOS� GHPRQVWUDWH� WKH�
ELRPHFKDQLFV��DV�ZHOO�DV�SURYLGH�DQ�H[DPSOH�RI�ZK\�PXVFOHV�DFW�LQ�D�SDUWLFXODU�ZD\��D�UDWKHU�EDVLF��
HYDOXDWLRQ�RI�WKH�JDLW�F\FOH�ZLOO�EH�SURYLGHG�EHORZ�

$V�WKH�ERG\�PRYHV�IURP�WKH�LQLWLDO�FRQWDFW�SKDVH�WKURXJK�WKH�PLGVWDQFH�SKDVH��WKH�ORZHU�H[WUHPLW\�
LV�FRQVLGHUHG�WR�EH�ORDGLQJ�RU�JRLQJ�WKURXJK�SURQDWLRQ��7KHVH�SKDVHV�DUH�GHVLJQHG�WR�GHFHOHUDWH�WKH�
IRUZDUG�PRPHQWXP�RI�WKH�ERG\�DV�ZHOO�DV�SURYLGH�VKRFN�DEVRUSWLRQ�ERWK�IURP�WKH�ERG\�ZHLJKW�PRYLQJ�
RYHU�WKH�ORZHU�OHJ�DQG�IURP�WKH�JURXQG�UHDFWLRQ�IRUFHV�WKDW�WUDYHO�IURP�WKH�IRRW�EDFN�XS�WKH�NLQHWLF�
FKDLQ��,W�LV�LPSRUWDQW�WR�QRWH�WKDW�GXULQJ�WKLV�SKDVH�PRVW�RI�WKH�PXVFOHV�RI�WKH�ORZHU�NLQHWLF�FKDLQ�DUH�
EHLQJ�HFFHQWULFDOO\�ORDGHG��ZKLFK�ZLOO�KHOS�WKH�ERG\�WDNH�DGYDQWDJH�RI�ERWK�WKH�HODVWLF�DQG�FRQWUDFWLOH�
SURSHUWLHV�RI�WKH�P\RIDVFLDO�V\VWHP��KHOSLQJ�WR�FRQVHUYH�HQHUJ\�DQG�PDNH�WKH�SXVK�RII�SKDVHV�RI�WKH�
F\FOH�PRUH�SK\VLRORJLFDOO\�HI¿FLHQW��'XULQJ� WKLV� ORDGLQJ�SKDVH�� WKH�KLS� LV�PRYLQJ� WKURXJK�UHODWLYH�
ÀH[LRQ�� DGGXFWLRQ�� DQG� LQWHUQDO� URWDWLRQ�� WKH� NQHH� LV� PRYLQJ� LQWR� ÀH[LRQ�� DEGXFWLRQ�� DQG� LQWHUQDO�
URWDWLRQ��DQG�WKH�DQNOH�IRRW�FRPSOH[�LV�PRYLQJ�WKURXJK�GRUVLÀH[LRQ��DEGXFWLRQ��DQG�HYHUVLRQ�
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7KH�JDLW�F\FOH��LQLWLDO�FRQWDFW�WKURXJK�WHUPLQDO�VWDQFH�

$V�WKH�ERG\�PRYHV�RYHU�WKH�VWDWLRQDU\�OHJ�IURP�WKH�HQG�RI�WKH�PLGVWDQFH�SKDVH�WKURXJK�WKH�WHUPLQDO�
VWDQFH�� WKH�ORZHU�NLQHWLF�FKDLQ�WUDQVLWLRQV�WR�DQ�XQORDGLQJ�RU�DFFHOHUDWLRQ�SKDVH��7KLV�PRWLRQ�WDNHV�
DGYDQWDJH�RI�WKH�HODVWLF�FRPSRQHQWV�RI�WKH�P\RIDVFLDO�V\VWHP�DV�ZHOO�DV�FRQFHQWULF�PXVFOH�FRQWUDFWLRQV�
WR�KHOS�SURSHO�WKH�ERG\�IRUZDUG��'XULQJ�WKLV�VXSLQDWLRQ�SKDVH��WKH�KLS�LV�H[WHQGLQJ��DEGXFWLQJ��DQG�
H[WHUQDOO\� URWDWLQJ�� WKH� NQHH� LV� H[WHQGLQJ�� DGGXFWLQJ�� DQG� H[WHUQDOO\� URWDWLQJ�� DQG� WKH� DQNOH�IRRW�
FRPSOH[�LV�SODQWDU�ÀH[LQJ��DGGXFWLQJ��DQG�LQYHUWLQJ��

�7KH�JDLW�F\FOH��SUH�VZLQJ�WKURXJK�WHUPLQDO�VZLQJ�

�,QLWLDO�&RQWDFW� � ���/RDGLQJ�5HVSRQVH� ��0LGVWDQFH� ��������7HUPLQDO�6WDQFH
���������²��� � �������������²���� � ������²����� � ��²���

�������3UH�VZLQJ� � ��������,QLWLDO�6ZLQJ�� ������������0LGVZLQJ�����������������������7HUPLQDO�6ZLQJ�
�����������²���� � ��������������²���� � ���������������²���� � ��������������²����



�� _��&255(&7,9(�(;(5&,6(�62/87,216�72�&20021�+,3�$1'�6+28/'(5�'<6)81&7,21

7KH�WUL�SODQDU�PRWLRQV�RI�WKH�KLS��NQHH��DQG�DQNOH�IRRW�FRPSOH[�DUH�VXPPDUL]HG�LQ�WKH�WDEOH�EHORZ�

1SZIQIRX 7EKMXXEP�4PERI *VSRXEP�4PERI 8VERWZIVWI�4PERI

,MT

4VSREXMSR� *PI\MSR %HHYGXMSR -RXIVREP�VSXEXMSR

7YTMREXMSR )\XIRWMSR %FHYGXMSR )\XIVREP�VSXEXMSR

/RII

4VSREXMSR� *PI\MSR %FHYGXMSR -RXIVREP�VSXEXMSR

7YTMREXMSR )\XIRWMSR %HHYGXMSR )\XIVREP�VSXEXMSR

%ROPI�*SSX

4VSREXMSR (SVWM¾I\MSR��EROPI
 %FHYGXMSR��JSSX
 )ZIVWMSR��JSSX


7YTMREXMSR� 4PERXEV�¾I\MSR��EROPI
 %HHYGXMSR��JSSX
 -RZIVWMSR��JSSX


7KLV�VHFWLRQ� WRRN�D�EULHI� ORRN�DW� WKH�ELRPHFKDQLFV�DQG� WKH� UROH�RI�JUDYLW\��H[WHUQDO� IRUFHV�� LQWHUQDO�
IRUFHV�� DQG�JURXQG� UHDFWLRQ� LQ� WKH�GHYHORSPHQW�RI�PRWLRQ��$�EULHI� XQGHUVWDQGLQJ�RI�ELRPHFKDQLFV�
KHOSV�WR�GHYHORS�DQ�DZDUHQHVV�DQG�DSSUHFLDWLRQ�RI�WKH�IXQFWLRQDO�UROH�RI�WKH�PXVFXODU�V\VWHP��ZKLFK�
ZLOO�EH�WKH�QH[W�DUHD�RI�IRFXV��

/I]�8S�7YGGIWW
-W�1SXMSR��
)ZIV�+MZIR�JSV�*VII#

*YRGXMSREP� XVEMRMRK� KYVYW�SJXIR� PSSO� EX� PS[IV�I\XVIQMX]�TVSREXMSR�SV� XLI� PSEHMRK�TLEWI�SJ� KEMX� ERH�
GPEMQ�XLEX�XLIWI�QSXMSRW�EVI�³KMZIR�JSV�JVII�́�-R�SXLIV�[SVHW��FIGEYWI�KVEZMX]�MW�TYPPMRK�XLI�FSH]�XS[EVHW�
XLI�KVSYRH�ERH�XLI�JEGX�XLEX�XLI�PS[IV�I\XVIQMX]�VIQEMRW�VIPEXMZIP]�½\IH�EW�XLI�FSH]�QSZIW�SZIV�XLI�
PIK��XLI]�QEOI�XLI�MRGSVVIGX�EWWYQTXMSR�XLEX�XLI�FSH]�HSIW�RSX�LEZI�XS�EGXMZIP]�TEVXMGMTEXI�MR�XLIWI�
QSXMSRW��,S[IZIV��NYWX�FIGEYWI�KVEZMX]�MW�TYPPMRK�XLI�FSH]�MRXS�XLIWI�QSXMSRW��MX�HSIW�RSX�QIER�XLI]�EVI�
NYWX�REXYVEPP]�KSMRK�XS�LETTIR��*SV�I\EQTPI��GPMIRXW�SJXIR�PEGO�MRXIVREP�LMT�VSXEXMSR�SR�XLI�WMHI�SJ�PS[�
FEGO�MRWXEFMPMX]��;LIR�XLI]�[EPO��XLI]�EVI�RSX�MRWXERXP]�KMZIR�XLMW�QSXMSR�FIGEYWI�SJ�XLI�TYPP�SJ�KVEZMX]�SV�
WYVVSYRHMRK�FMSQIGLERMGW��3JXIR�XLI]�[MPP�GSQTIRWEXI�JSV�XLMW�PEGO�SJ�QSXMSR�F]�MRGVIEWMRK�QSXMSR�EX�
ERSXLIV�NSMRX��WYGL�EW�XLI�ORII�SV�JSSX��8LI]�[MPP�SZIVP]�EFHYGX�XLI�ORII�ERH�SV�SZIV�TVSREXI�XLI�JSSX�
MR�XLI�EFWIRGI�SJ�MRXIVREP�VSXEXMSR�SJ�XLI�LMT��%RSXLIV�I\EQTPI�GER�FI�WIIR�HYVMRK�XLI�WUYEX�TEXXIVR�
ERH�XLI�EGXMSR�SJ�XLI�XMFMEPMW�ERXIVMSV��(YVMRK�XLI�WUYEX�TEXXIVR��[LMPI�XLI�QSXMSR�SJ�XLI�ORII�QSZMRK�
SZIV�XLI�JSSX�GVIEXIW�E�VIPEXMZI�HSVWM¾I\MSR�SJ�XLI�EROPI��XLMW�HSIW�RSX�WYKKIWX�XLEX�XLI�XMFMEPMW�ERXIVMSV�
MW�WMXXMRK�MHP]�F]�ERH�RSX�TEVXMGMTEXMRK�MR�XLI�QSXMSR��8LI�XMFMEPMW�ERXIVMSV�EWWMWXW�ORII�¾I\MSR�F]�TYPPMRK�
XLI�ORII�XS[EVHW�XLI�JSSX��8LI�XSIW�VMWMRK�JVSQ�XLI�¾SSV�HYVMRK�XLI�HIWGIRHMRK�TLEWI�SJ�XLI�WUYEX�MW�
SJXIR� MRHMGEXMZI�SJ�SZIVEGXMZMX]�SJ�XLI�I\XIRWSV�HMKMXSVYQ�PSRKYW��WYFWXMXYXMRK� JSV�ER� MRLMFMXMSR�SJ�XLI�
XMFMEPMW�ERXIVMSV��-RLMFMXMSR�SJ�XLI�XMFMEPMW�ERXIVMSV�MW�SJXIR�E�GEYWI�SJ�MQTVSTIV�WUYEX�QIGLERMGW�ERH�QYWX�
FI�IZEPYEXIH�MR�XLI�TVIWIRGI�SJ�ORII�TEMR�SV�PMQMXEXMSRW�MR�EROPI�HSVWM¾I\MSR�HYVMRK�XLMW�TEXXIVR��
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/-2)7-303+=
.LQHVLRORJ\�LV�WKH�VWXG\�RI�PRWLRQ�EDVHG�RQ�WKH�DFWLYLW\�RI�WKH�PXVFOH�V\VWHP��7KH�PXVFOH�V\VWHP��
LQFOXGLQJ�WKH�SURSULRFHSWLYH�DQG�IDVFLDO�V\VWHPV�� LV� LQWHJUDO� WR� WKH�GHYHORSPHQW�RI�FRRUGLQDWHG�DQG�
HI¿FLHQW�PRYHPHQW��7KLV� VHFWLRQ�ZLOO� WDNH� D� GHHSHU� ORRN� DW� WKH� FRPSRQHQWV� RI� WKH�PXVFOH� V\VWHP�
DQG�ORRN�DW�WKH�LQWHUSOD\�EHWZHHQ�WKHVH�V\VWHPV�LQ�GHYHORSLQJ�RSWLPDO�PRYHPHQW��$GGLWLRQDOO\��WKLV�
VHFWLRQ�ZLOO�SURYLGH�D�YLHZ�RI�IXQFWLRQDO�DQDWRP\�WKDW�LV�QRW�RIWHQ�FRQVLGHUHG��ZKLFK�ZLOO��KRZHYHU��EH�
NH\�LQ�WKH�GHYHORSPHQW�RI�WKH�FRUUHFWLYH�H[HUFLVH�DQG�WUDLQLQJ�SDUDGLJP�SUHVHQWHG�ODWHU�LQ�WKLV�ERRN��

46346-3')48-32
3HUIRUPDQFH�RI�FRPSOH[�PRYHPHQW�SDWWHUQV�±�VXFK�DV�UHWXUQLQJ�D�YROOH\�LQ�WHQQLV��FRQWUROOLQJ�WKH�ERG\�
DQG�FHQWHU�RI�JUDYLW\�ZKLOH�ULGLQJ�D�ELF\FOH�RYHU�D�SRWKROH��RU�LQLWLDWLQJ�D�¿QH�PRWRU�SDWWHUQ�ZKHQ��IRU�
H[DPSOH��SOD\LQJ�D�VRQJ�RQ�D�SLDQR�±�DOO�UHTXLUH�D�KLJKO\�WXQHG�SURSULRFHSWLYH�V\VWHP��3URSULRFHSWLRQ�
LV�HVVHQWLDOO\�WKH�DZDUHQHVV�RI�RXU�ERG\�LQ�VSDFH��EDVHG�RQ�LQIRUPDWLRQ�UHFHLYHG�E\�VSHFLDOL]HG�V\VWHPV�
DQG�UHFHSWRUV�ZLWKLQ�WKH�ERG\��7KLV�LQFOXGHV�LQIRUPDWLRQ�WKDW�LV�UHFHLYHG�IURP�WKH�H\HV�DQG�ZLWKLQ�WKH�
YHVWLEXODU�V\VWHP�ORFDWHG�LQ�WKH�LQQHU�HDU��7KH�H\HV�DUH�LPSRUWDQW�IRU�WKH�DQWLFLSDWLRQ�DQG�QDYLJDWLRQ�
RI�WKH�H[WHUQDO�HQYLURQPHQW��7KH�ULJKWLQJ�UHÀH[HV�KHOS�PDLQWDLQ�WKH�H\HV�OHYHO�ZLWK�WKH�KRUL]RQ�DQG�
FDQ�EH�D�FDXVH�IRU�WKH�GHYHORSPHQW�RI�SRVWXUDO�DOWHUDWLRQV�LQ�WKH�SUHVHQFH�RI�D�ORQJ�OHJ��ÀDW�IRRW��RU�
LQWUD�SHOYLF�WRUVLRQ��7KH�YHVWLEXODU�DSSDUDWXV�ORFDWHG�ZLWKLQ�WKH�LQQHU�HDU�SURYLGHV�LQIRUPDWLRQ�DERXW�
SRVWXUH�DQG�EDODQFH�DV�ZHOO�DV�WKH�SRVLWLRQ�DQG�PRYHPHQW�RI�WKH�KHDG�

7KHUH� DUH� VHYHUDO� W\SHV� RI� UHFHSWRUV� WKDW� DUH� UHVSRQVLEOH� IRU� SURYLGLQJ� WKH� FHQWUDO� QHUYRXV� V\VWHP�
ZLWK�LQIRUPDWLRQ�UHJDUGLQJ�WKH�SRVLWLRQ��WHQVLRQ��UDWH�RI�FKDQJH��DQG�SUHVVXUH�ZLWKLQ�WKH�ERG\��7KHVH�
VSHFLDOL]HG� UHFHSWRUV� DUH� NQRZQ� DV� µPHFKDQRUHFHSWRUV¶� DQG� KHOS�GHWHFW� WKH� FRQVFLRXV� VHQVDWLRQ� RI�
PRYHPHQW�ZLWKLQ�WKH�ERG\��DOVR�UHIHUUHG�WR�DV�NLQHVWKHVLD��6HYHUDO�RI�WKHVH�DUH�GLVFXVVHG�EHORZ��

8,)�8,6))�/)=�6)+-327�3*�1)',%236)')48367
+RZ�GR�PXVFOHV� NQRZ�ZKDW� WR� GR"�0XVFOHV� DOZD\V� DFW� XQGHU� JXLGDQFH� IURP� WKH� QHUYRXV� V\VWHP��
EDVHG� XSRQ� WKH� LQIRUPDWLRQ� LW� UHFHLYHV� IURP� WKH� SURSULRFHSWLYH� V\VWHP��&RQWLQXRXV� IHHGEDFN� IURP�
HDFK�PXVFOH�WR�WKH�QHUYRXV�V\VWHP�LV�FDUULHG�RXW�E\�PHFKDQRUHFHSWRUV�� LQFOXGLQJ�LQIRUPDWLRQ�DERXW�
ZKDW�WKH�ERG\�LV�GRLQJ�DW�HDFK�LQVWDQWDQHRXV�PRPHQW�DV�ZHOO�DV�WKH�UDWH�DQG�OHQJWK�RI�FKDQJH�WKDW�LV�
RFFXUULQJ��7KHUH�DUH�WKUHH�PDLQ�UHJLRQV�RI�SURSULRFHSWLRQ��WKH�PXVFOH�VSLQGOHV�ORFDWHG�ZLWKLQ�WKH�PXVFOH�
EHOO\�� WKH�JROJL� WHQGRQ�RUJDQ� ORFDWHG�ZLWKLQ� WKH�PXVFXORWHQGLQRXV� MXQFWLRQ�� DQG� WKH� MRLQW� VWUXFWXUH���
0XVFOH�VSLQGOHV�DUH�ORFDWHG�ZLWKLQ�WKH�PXVFOH�EHOO\�QHDU�WKH�PXVFXORWHQGLQRXV�MXQFWLRQV��VHH�RYHUOHDI���

/)=��-X�MW�MQTSVXERX�XS�VIEPM^I�XLEX�RS�QSXMSR�MW�KMZIR�JSV�JVII�ERH�ER]�QYWGPI�XLEX�MW�GSRRIGXIH�XS�
E�QSZMRK�NSMRX�WLSYPH�FI�XEOIR�MRXS�EGGSYRX�[LIR�EWWIWWMRK�ERH�GSVVIGXMRK�QSZIQIRX�TEXXIVRW��%PWS�
GSRWMHIV�XLEX�NYWX�FIGEYWI�KVEZMX]�EWWMWXW�E�QSXMSR��MX�HSIW�RSX�QIER�XLI�QYWGPI�W]WXIQ�HSIW�RSX�LEZI�
XS�[SVO� MR� XLEX� HMVIGXMSR��%W�:SNXE� WYKKIWXIH��QYWGPIW�[SVO� MR� X[S�HMVIGXMSRW�� FSXL� TVS\MQEPP]� ERH�
HMWXEPP]��8LIVIJSVI��MX�MW�ZMXEP�XLEX�EPP�QYWGPIW�FI�JYRGXMSREPP]�GSRWMHIVIH�ERH�IZEPYEXIH�MR�XLI�TVIWIRGI�SJ�
QSZIQIRX�H]WJYRGXMSR�
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7KH\�FRQWDLQ�VHYHUDO�LQWUDIXVDO�PXVFOH�¿EHUV�WKDW�NHHS�WKH�PXVFOH�VSLQGOH�WDXW�DV�WKH�PXVFOH�FKDQJHV�
OHQJWK��,I�WKH�PXVFOH�LV�VWUHWFKHG�WRR�IDU�RU�WRR�IDVW��WKH�PXVFOH�VSLQGOH�VHQGV�D�UHÀH[LYH�VLJQDO�EDFN�
WR�WKH�FHQWUDO�QHUYRXV�V\VWHP��LQLWLDWLQJ�D�VWUHWFK�UHÀH[�DQG�FRQWUDFWLRQ�RI�WKH�DIIHFWHG�PXVFOH��7KLV�
KHOSV�WR�PDLQWDLQ�WKH�PXVFOH�OHQJWK�DQG�MRLQW�SRVLWLRQ�DQG�PLQLPL]H�WKH�HIIHFWV�RI�D�SRWHQWLDO�LQMXU\��
7KH�PXVFOH�VSLQGOH�LV�PRVW�UHVSRQVLEOH�IRU�WKH�UHFLSURFDO�LQKLELWLRQ�UHVSRQVH��ZKHUHE\�LW�LQKLELWV�WKH�
IXQFWLRQDO�DQWDJRQLVWV�GXULQJ�D�PXVFOH�FRQWUDFWLRQ��:KHQ�D�PXVFOH�LV�UHFLSURFDOO\�LQKLELWHG�VHFRQGDU\�
WR� LQMXU\�� WUDXPD�� RU� RYHUXVH�� LW� FDQ� EH� DFWLYDWHG� E\� WDSSLQJ�� HOHFWULFDO� VWLPXOXV�� VXVWDLQHG� VWUHWFK�
SUHVVXUH��EULVN�PDQXDO�SUHVVXUH��DQG�RU�YLEUDWLRQ�WR�LQFUHDVH�DFWLYDWLRQ�RI�WKH�PXVFOH�VSLQGOHV��7KHVH�
WHFKQLTXHV�ZLOO�EH�GLVFXVVHG�IXUWKHU�LQ�WKH�FRUUHFWLYH�H[HUFLVH�VHFWLRQ�RI�WKH�ERRN��

0XVFOH�VSLQGOH�DFWLYLW\�FDQ�VHW�RII�D�UHDFWLRQ�WKDW�LV�UHIHUUHG�WR�DV�WKH�µPXVFOH�VWUHWFK�UHÀH[¶��RWKHUZLVH�
NQRZQ�DV� WKH�µP\RWDWLF�UHÀH[¶��7KLV�UHÀH[�FDXVHV�D�FRQWUDFWLRQ�DURXQG�H[FLWHG�VSLQGOHV��FDXVLQJ�D�
UHÀH[LYH�FRQWUDFWLRQ�RI�WKH�PXVFOH��7KH�PXVFOH�VSLQGOH�UHÀH[�µVHUYR�DVVLVWV¶��VHUYHV�DQG�DVVLVWV�PXVFOH�
FRQWUDFWLRQ��� DV� LW� SRWHQWLDOO\� D�� HQDEOHV� WKH�EUDLQ� WR� FDXVH� D�PXVFOH� FRQWUDFWLRQ�ZLWK� OHVV�QHUYRXV�
HQHUJ\��E��DOORZV�D�PXVFOH�FRQWUDFWLRQ�LQGHSHQGHQW�RI�WKH�OHYHO�RI�WKH�ORDGV��DQG�F��FRXQWHUDFWV�PXVFOH�
IDWLJXH�RU�DGGLWLRQDO�PXVFOH�G\VIXQFWLRQ��*X\WRQ�������

*ROJL� WHQGRQ� RUJDQV� �*72V�� DUH� ORFDWHG� ZLWKLQ� WKH�PXVFXORWHQGLQRXV� MXQFWLRQ�� 7KHVH� ¿EHUV� DOVR�
FRQWDLQ�VHQVRU\�¿EHUV�DQG�UHVSRQG�WR�DQ�LQFUHDVH�LQ�WHQVLRQ�ZLWKLQ�WKH�PXVFOH��7KH\�UHVSRQG�E\�FUHDWLQJ�
LQKLELWLRQ�RI�WKH�PXVFOH��WKHUHE\�SURWHFWLQJ�WKH�PXVFOH�DWWDFKPHQWV�IURP�SRWHQWLDO�LQMXU\��7KH�*72�
PRQLWRUV�WKH�LQWHUQDO�WHQVLRQ�DQG�IRUFH�RI�D�PXVFOH�DQG�UHVSRQGV�WR�LQFUHDVHV�LQ�PXVFOH�WHQVLRQV��,W�FDQ�
FUHDWH�DQ�LQKLELWRU\�UHVSRQVH��NQRZQ�DV�µDXWRJHQLF�LQKLELWLRQ¶��ZKLFK�DW�WLPHV�FDQ�EH�VR�VWURQJ�WKDW�LW�
FDQ�OHDG�WR�UHOD[DWLRQ�RI�WKH�HQWLUH�PXVFOH��7KLV�UHDFWLRQ��DOVR�NQRZQ�DV�WKH�µOHQJWKHQLQJ�UHDFWLRQ¶��KDV�
EHHQ�VXJJHVWHG�EXW�QRW�SURYHQ�WR�NHHS�WKH�PXVFOH�IURP�UXSWXULQJ�RU�DYXOVLQJ�DW�LWV�ERQ\�DWWDFKPHQW

7KH�DQDWRP\�RI�WKH�PXVFOH�VSLQGOH�DQG�*ROJL�WHQGRQ�RUJDQ�

*ROJL�WHQGRQ�RUJDQ� � � ������ ���0XVFOH�VSLQGOH��

0XVFOH

%RQH

3HULRVWHXP

,QWUDIXVDO��
PXVFOH�ÀEHUV

7HQGRQ
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VLWH��7KH�*72�LV�DOVR�OLNHO\�WR�LQKLELW�RYHUDFWLYH�¿EHUV�VR�WKHUH�LV�RYHUDOO�EHWWHU�UHFUXLWPHQW�RI�DOO�WKH�
LQGLYLGXDO�PXVFOH�¿EHUV�RI�D�PXVFOH��WKHUHE\�PLQLPL]LQJ�SRWHQWLDO�PXVFOH�GDPDJH��*X\WRQ�������

7KH� MRLQW� FDSVXOH� DQG� OLJDPHQWV� VXUURXQGLQJ� WKH� MRLQW� FRQWDLQ� VHYHUDO� W\SHV� RI� UHFHSWRUV� WKDW�
DUH� UHVSRQVLEOH� IRU� PRQLWRULQJ� MRLQW� SRVLWLRQ� DQG� PRYHPHQW�� :KLOH� WKH\� GRQ¶W� VHQG� LQIRUPDWLRQ��
UHJDUGLQJ�MRLQW�WHQVLRQ��WKH\�DUH�LPSRUWDQW�LQ�UHOD\LQJ�LQIRUPDWLRQ�RQ�PRYHPHQW��SRVLWLRQ��FRPSUHVVLRQ��
WUDFWLRQ�� DQG� SDOSDWLRQ� DQG� KDYH� D� VWURQJ� LQÀXHQFH� RQ� PRWRU� IHHGEDFN� DQG� UHVXOWDQW� PXVFOH��
IXQFWLRQ��8PSKUHG�������

2QH�DGGLWLRQDO� VRXUFH�RI� VHQVRU\� IHHGEDFN�FRPHV� IURP� WKH� FXWDQHRXV� UHFHSWRUV� ORFDWHG�ZLWKLQ� WKH�
VNLQ��7KH\�DUH�SDUWLFXODUO\�GHQVH�LQ�WKH�SDOPV�RI�WKH�KDQGV�DQG�VROHV�RI�WKH�IHHW��7KHVH�UHFHSWRUV�GHWHFW�
SUHVVXUH�DQG�WRXFK��DQG�SOD\�DQ�LPSRUWDQW�UROH�LQ�WKH�NLQHVWKHWLF�SRUWLRQ�RI�WKH�OHDUQLQJ�SURFHVV�DV�ZHOO�
DV�LQ�GHYHORSLQJ�RSWLPDO�PRYHPHQW�VWUDWHJLHV��

8=4)7�3*�197'0)�*-&)67
7KHUH�DUH�HVVHQWLDOO\�WKUHH�W\SHV�RI�PXVFOH�¿EHUV�WKDW�DUH�SUHVHQW�ZLWKLQ�VNHOHWDO�PXVFOHV�±�W\SH�,��W\SH�
,,D��DQG�W\SH�,,E�±�DQG�DOO�PXVFOHV�FRQWDLQ�YDU\LQJ�SHUFHQWDJHV�RI�WKHVH�¿EHUV��*X\WRQ��������7\SH�,�
PXVFOH�¿EHUV�DUH�UHJDUGHG�DV�VORZ�WZLWFK�EHFDXVH�WKHLU�UDWH�RI�FRQWUDFWLRQ�LV�JHQHUDOO\�VORZHU�WKDQ�W\SH�
,,��ZKLFK�DUH�WKH�IDVW�WZLWFK�¿EHUV��7\SH�,�¿EHUV�DUH�JHQHUDOO\�PRUH�DHURELF�LQ�QDWXUH�DQG�FRQVLGHUHG�
IDWLJXH�UHVLVWDQW��7\SH�,,�¿EHUV�DUH�DEOH�WR�JHQHUDWH�KLJKHU�OHYHOV�RI�IRUFH�WKDQ�W\SH�,�DQG�DUH�HDVLO\�
IDWLJXHG��7\SH�,,�¿EHUV�DUH�IXUWKHU�VXEGLYLGHG�LQWR�W\SH�,,D�¿EHUV��ZKLFK�WHQG�WR�KDYH�FKDUDFWHULVWLFV�
RI�ERWK�W\SH�,�DQG�W\SH�,,�¿EHUV��DQG�W\SH�,,E��ZKLFK�WHQG�WR�EH�PRUH�FKDUDFWHULVWLF�RI�W\SH�,,�¿EHUV�
�%DHFKOH� DQG�(DUOH� �������7\SH� ,�PXVFOH�¿EHUV� DUH� XVXDOO\� IRXQG� LQ� JUHDWHU� FRQFHQWUDWLRQV� LQ� WKH�
SRVWXUDO�PXVFOHV�DQG�OLNHO\�KDYH�D�JUHDWHU�FRQFHQWUDWLRQ�RI�SURSULRFHSWRUV��7KH�GHHSHU�VSLQDO�PXVFOHV��
IRU�H[DPSOH�WKH�URWDWRUV�DQG�LQWHUWUDQVYHUVDULL��KDYH�EHHQ�VKRZQ�WR�FRQWDLQ�D�IRXU�WR�VHYHQ�WLPHV�JUHDWHU�
FRQFHQWUDWLRQ�RI�PXVFOH�VSLQGOHV�WKDQ�WKH�PRUH�VXSHU¿FLDO�PXOWL¿GXV��DQG�WKXV�VHHPLQJO\�IXQFWLRQ�DV�
OHQJWK�WUDQVGXFHUV�DQG�SRVLWLRQ�VHQVRUV��0F*LOO��������,Q�DOO�OLNHOLKRRG�WKH�ORFDO�MRLQW�VWDELOL]HUV�RI�
WKH�VKRXOGHUV�DQG�KLSV�VLPLODUO\�FRQWDLQ�D�KLJKHU�OHYHO�RI�SURSULRFHSWRUV�WKDQ�WKH�FRUUHVSRQGLQJ�JOREDO�
PXVFOHV�RI�WKH�UHJLRQV��7KH�IXQFWLRQV�RI�WKH�PXVFOH�¿EHUV�DUH�VXPPDUL]HG�LQ�WKH�WDEOH�EHORZ��

'LEVEGXIVMWXMGW� 8]TI�- 8]TI�--E�ERH�--F

)RIVK]�W]WXIQ� %IVSFMG� %IVSFMG�ERH�EREIVSFMG

*SVGI�TVSHYGXMSR 0S[ -RXIVQIHMEXI�XS�LMKL�

'SPSV 6IH� -RXIVQIHMEXI�XS�[LMXI

*EXMKEFMPMX] 0S[� -RXIVQIHMEXI�XS�LMKL

*MFIV�WM^I 7QEPP� -RXIVQIHMEXI�XS�PEVKI

0SGEXMSR� (IIT� -RXIVQIHMEXI�XS�WYTIV½GMEP�

4VSTVMSGITXMSR ,MKL� -RXIVQIHMEXI�XS�PS[

*YRGXMSR 4SWXYVI�ERH�WXEFMPM^EXMSR� 1SZIQIRX�ERH�KVSWW�WXEFMPM^EXMSR
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8=4)7�3*�197'0)�'3286%'8-327
0XVFOHV� FRQWUDFW� WR� SURGXFH� VRPH� W\SH� RI� UHDFWLRQ� ZLWKLQ� WKH� MRLQWV� WKH\� FRQWURO�� &RQFHQWULF�
FRQWUDFWLRQ��RU� FRQWUDFWLRQV�ZKHUH� WKH� DWWDFKPHQWV�RI� WKH�PXVFOHV� DUH� DSSUR[LPDWLQJ� HDFK�RWKHU��
FUHDWHV�PRYHPHQW�� 7KLV�PXVFOH� VKRUWHQLQJ� LV� UHVSRQVLEOH� IRU� RYHUFRPLQJ� D� UHVLVWDQFH�� UHVLVWLQJ�
JUDYLW\��DQG�RU�DFFHOHUDWLQJ� WKH�SRVLWLRQ�RI� WKH�ERG\��(FFHQWULF�FRQWUDFWLRQ��RQ� WKH�RWKHU�KDQG�� LV�
ZKHUH�WKH�PXVFOH�DWWDFKPHQWV�DUH�PRYLQJ�DZD\�IURP�HDFK�RWKHU�WR�GHFHOHUDWH�D�PRYHPHQW��7KHVH�
FRQWUDFWLRQV�DUH�LOOXVWUDWHG�LQ�WKH�H[DPSOHV�EHORZ���

'XULQJ�WKH�HDUO\�FRFNLQJ�SKDVH�RI�D�EDVHEDOO�WKURZ��WKH�DWKOHWH�KDV�WR�HFFHQWULFDOO\�GHFHOHUDWH�URWDWLRQ�LQ�KLV�WUXQN�
DQG�OHIW�VKRXOGHU��LPDJH�WR�WKH�OHIW���7KH�DWKOHWH�FRQFHQWULFDOO\�FRQWUDFWV�WR�DFFHOHUDWH�KHU�WUXQN�DQG�DUP�WKURXJK�
WKH�HDUO\�SKDVH�RI�WKH�MDYHOLQ�UHOHDVH��LPDJH�WR�WKH�ULJKW��

,VRPHWULF�FRQWUDFWLRQV�DUH�FRQWUDFWLRQV�LQ�ZKLFK�WKHUH�LV�QR�FKDQJH�LQ�WKH�OHQJWK�RI�WKH�PXVFOH��7KH\�
VHUYH�WZR�LPSRUWDQW�IXQFWLRQV�LQ�WKH�ERG\��

���6WDELOL]DWLRQ�� ,VRPHWULF�FRQWUDFWLRQV�DUH� LPSRUWDQW� LQ�FHQWUDWLQJ�DQG�VWDELOL]LQJ� WKH� MRLQW�GXULQJ�
PRYHPHQW��/RVV�RI�WKLV�VWDELOL]DWLRQ�IXQFWLRQ�OHDGV�WR�D�ORVV�LQ�WKH�RSWLPDO�D[LV�RI�URWDWLRQ��UHVXOWLQJ�
LQ�D�GHFUHDVH�LQ�PRYHPHQW�HI¿FLHQF\�DV�ZHOO�DV�LQFUHDVHG�ZHDU�DQG�WHDU�RQ�WKH�MRLQW��VHH�SDJH������7KH�
ORFDO�VWDELOL]HUV�KHOS�FRQWURO�WKH�LQWHUVHJPHQWDO�SRVLWLRQ�RI�WKH�YHUWHEUDH��ZKLOH�WKH�JOREDO�PRELOL]HUV�
FUHDWH�JURVV�PRYHPHQW�RI�WKH�VSLQH��,Q�WKH�VKRXOGHU��WKH�URWDWRU�FXII�PXVFOHV�FR�DFWLYDWH�LQ�D�UHODWLYHO\�
LVRPHWULF� IDVKLRQ� WR� VWDELOL]H� WKH�KXPHUDO�KHDG� LQ� WKH�JOHQRLG� IRVVD��6LPLODUO\�� WKH� ORFDO� VWDELOL]HUV�
RI�WKH�KLS�� LQFOXGLQJ�WKH�SVRDV�PDMRU�DQG�GHHS�H[WHUQDO�KLS�URWDWRUV��SURYLGH�MRLQW�FHQWUDWLRQ�RI�WKH�
IHPRUDO�KHDG�VR�WKDW�WKH�JOREDO�PXVFOHV�FDQ�SURGXFH�JHQHUDO�PRYHPHQWV�RI�WKH�KLS�MRLQW��7KLV�FRQFHSW�
ZLOO�EH�H[SDQGHG�XSRQ�LQ�WKH�KLS�DQG�VKRXOGHU�VHFWLRQV��
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7KH�ORFDO�VWDELOL]DWLRQ�V\VWHP�SURYLGHV� LQWHUVHJPHQWDO�FRQWURO��DERYH� OHIW���ZKLOH�WKH�JOREDO�VWDELOL]DWLRQ�V\VWHP�
�DERYH�ULJKW��SURYLGHV�JOREDO�VWDELOL]DWLRQ�RI�WKH�WUXQN�DQG�VSLQH�

���7KH�DPRUWL]DWLRQ�SKDVH�RI�JDLW�RU�SO\RPHWULF�WUDLQLQJ�� ,VRPHWULF�FRQWUDFWLRQV�IXQFWLRQ�DV� WKH�
WUDQVLWLRQ�EHWZHHQ�HFFHQWULF�DQG�FRQFHQWULF�FRQWUDFWLRQV��$W�WKH�HQG�RI�WKH�HFFHQWULF�SKDVH��WKHUH�LV�D�
IUDFWLRQ�RI�WLPH�ZKHUH�WKH�PXVFOH�LV�QR�ORQJHU�OHQJWKHQLQJ��\HW�WKH�PXVFOH�KDVQ¶W�VWDUWHG�VKRUWHQLQJ��
7KLV�JHQHUDOO\�RFFXUV�DURXQG�WKH�PLGVWDQFH�SKDVH�RI�JDLW��$OSKD�PRWRU�QHXURQV�VLJQDO�WKH�DJRQLVWV�WR�
FRQWUDFW�DQG�XVH�WKH�HODVWLF�HQHUJ\�WKDW�KDV�EHHQ�VWRUHG�IURP�WKH�HFFHQWULF�SKDVH��%DHFKOH�DQG�(DUOH�
�������,I� WKLV� WUDQVLWLRQ�ODVWV� WRR�ORQJ�� WKHUH�ZLOO�EH�D�VXEVHTXHQW�GHFUHDVH� LQ� WKH�VWUHWFK�UHÀH[�DQG�
DPRXQW�RI�UHVXOWDQW�FRQFHQWULF�IRUFH�WKDW�FDQ�EH�SURGXFHG��%DHFKOH�DQG�(DUOH��������,W�LV�SRVVLEOH�WKDW�
WKH�OHQJWK�RI�WKH�DPRUWL]DWLRQ�SKDVH�GHWHUPLQHV�WKH�GLIIHUHQFH�EHWZHHQ�¿UVW�DQG�VHFRQG�SODFHV�LQ�HOLWH�
UXQQHUV��DQG�EHWZHHQ�JHWWLQJ�UHSHWLWLYH�UXQQLQJ�LQMXULHV��VXFK�DV�VKLQ�VSOLQWV�RU�SODQWDU�IDVFLLWLV��DQG�
SURGXFLQJ�DQ�HI¿FLHQW�JDLW�SDWWHUQ��7KH�ORQJHU�WKH�LQGLYLGXDO�VSHQGV�LQ�FRQWDFW�ZLWK�WKH�JURXQG��WKH�
PRUH�SRWHQWLDO�WKH\�KDYH�WR�RYHUORDG�WKH�VRIW�WLVVXHV�DQG�MRLQW�VWUXFWXUHV�RI�WKH�ORZHU�NLQHWLF�FKDLQ�DQG��
VXEVHTXHQWO\��WKH�ORQJHU�LW�ZLOO�WDNH�WR�JHW�RXW�RI�WKLV�SRVLWLRQ��

(FFHQWULF�FRQWUDFWLRQV�HVVHQWLDOO\�ORDG�RU�SUH�VWUHWFK�WKH�PXVFOH�V\VWHP�QHFHVVDU\�WR�KHOS�PD[LPL]H�
FRQFHQWULF�FRQWUDFWLRQV�RU� WKH�XQORDGLQJ�SKDVH�RI�PRYHPHQW��ZKLOH� LVRPHWULF�FRQWUDFWLRQV�IXQFWLRQ�
EHWZHHQ�WKHVH�WUDQVLWLRQV��7KHVH�IXQFWLRQV��DORQJ�ZLWK�RWKHU�FRPPRQ�WHUPV��DUH�VXPPDUL]HG�LQ�WKH�
WDEOH�EHORZ��

)GGIRXVMG�'SRXVEGXMSRW� -WSQIXVMG�'SRXVEGXMSRW� 'SRGIRXVMG�'SRXVEGXMSRW�

0SEHMRK�TLEWI 7XEFMPM^EXMSR�TLEWI 9RPSEHMRK�TLEWI

4VSREXMSR 7XEFMPM^EXMSR� 7YTMREXMSR

(IGIPIVEXMSR 7XEFMPM^EXMSR� %GGIPIVEXMSR
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/I]�8S�7YGGIWW
8LI�6IPEXMSRWLMT�&IX[IIR�1YWGPI�
'SRXVEGXMSRW�ERH�6ITIXMXMZI�-RNYVMIW

%� WMKRM½GERX� RYQFIV� SJ�QYWGYPSWOIPIXEP� MRNYVMIW� EVI� XLI� VIWYPX� SJ� SZIVYWI� SV� VITIXMXMZI�QSZIQIRXW��
+IRIVEPP]�XLIWI�MRNYVMIW�EVI�GEYWIH�F]�LEFMXYEP�QSZIQIRX�TEXXIVRW�XLEX�EVI�TIVTIXYEXIH�ERH�IRKVEMRIH�
HYVMRK�VITIXMXMZI�I\IVGMWI��'SQQSR�SZIVYWI�MRNYVMIW�SJ�XLI�PS[IV�I\XVIQMXMIW�¯�WYGL�EW�MPMSXMFMEP�FERH�
W]RHVSQI��TEXIPPEV�XIRHSRSWMW��WLMR�WTPMRXW��ERH�TPERXEV�JEWGMMXMW�¯�EVI�XLI�VIWYPX�SJ�XLI�GSQFMRIH�IJJIGXW�
SJ�TSSV�NSMRX�GIRXVEXMSR�ERH�MRIJ½GMIRX�IGGIRXVMG�GSRXVSP�SJ�TVSREXMSR��8LIVIJSVI��XLI�GSVVIGXMZI�I\IVGMWI�
ETTVSEGL�WLSYPH�JSGYW�SR�MQTVSZMRK�XLI�GPMIRX´W�EFMPMX]�XS�GIRXVEXI�XLIMV�NSMRXW�ERH�XLIR�XIEGLMRK�XLI�GPMIRX�
LS[�XS�QSZI�SYX�SJ�ERH�FEGO�MRXS�XLIWI�GSRXVSPPIH�TSWMXMSRW��3RGI�XLI]�LEZI�EGLMIZIH�XLMW�EFMPMX]��XLI]�
GER�FI�QSZIH�MRXS�JYRGXMSREP�QSZIQIRX�TEXXIVRW�ERH�IZIRXYEPP]�VIXYVR�XS�WTSVX�SV�JYRGXMSREP�EGXMZMX]��

/)=��-QTVSZMRK�QSZIQIRX�TEXXIVRW�ERH�VIHYGMRK�XLI�TSXIRXMEP�JSV�SZIVYWI�MRNYVMIW�VIUYMVIW�XLI�GPMIRX�
XS�HIZIPST�FIXXIV�NSMRX�WXEFMPM^EXMSR�ERH�IGGIRXVMG�GSRXVSP�SJ�XLIMV�FSH]�ERH�WLSYPH�FI�XLI�TVMQEV]�KSEPW�
HYVMRK�XLI�GSVVIGXMZI�I\IVGMWI�WXVEXIK]��
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8,)�03'%0�%2(�+03&%0�197'0)�7=78)17
:KLOH� QR�PXVFOH� WUXO\�ZRUNV� LQ� LVRODWLRQ��PXVFOHV� FDQ� EH� GLIIHUHQWLDWHG� EDVHG� XSRQ� WKHLU� SULPDU\�
IXQFWLRQDO�DFWLYLWLHV��+RGJHV��/HH��&RPHUIRUG��DQG�RWKHUV�KDYH�GLIIHUHQWLDWHG�EHWZHHQ�ORFDO�DQG�JOREDO�
PXVFOH�V\VWHPV�EDVHG�XSRQ�FKDUDFWHULVWLFV�VXFK�DV�WKHLU�ORFDWLRQ��WLPH�RI�FRQWUDFWLRQ��HIIHFW�RQ�WKH�MRLQW��
DQG�UHVSRQVH�WR�G\VIXQFWLRQ��5HJDUGOHVV�RI�WKLV�GLIIHUHQWLDWLRQ��WKH�ORFDO�DQG�JOREDO�PXVFOH�V\VWHPV�
PXVW�ZRUN�LQ�KDUPRQ\�WR�SURYLGH�VPRRWK�DQG�FRRUGLQDWHG�PRYHPHQW��)RU�H[DPSOH��IDLOXUH�RI�WKH�ORFDO�
V\VWHP�UHVXOWV� LQ�JOREDO�PXVFOH�RYHUDFWLYLW\��QHFHVVLWDWLQJ�WKH�PXVFOHV�RI� WKH�H[WUHPLWLHV�JLYLQJ�XS�
WKHLU�PRYHPHQW�UROH�LQ�H[FKDQJH�IRU�DLGLQJ�SUR[LPDO�VWDELOL]DWLRQ��8PSKUHG��������'HVFULSWLRQV�RI�
WKH�ORFDO�DQG�JOREDO�PXVFOH�V\VWHPV�DUH�JLYHQ�EHORZ�

7KH� ORFDO� PXVFOH� V\VWHP�� RWKHUZLVH� UHIHUUHG� WR� DV� WKH� µGHHS� PXVFOH� V\VWHP¶�� LV� UHVSRQVLEOH� IRU�
WKH� VHJPHQWDO� VWDELOL]DWLRQ� RI� WKH� WUXQN� DQG� VSLQH� LQ� DGGLWLRQ� WR� WKH� JOHQRKXPHUDO� �VKRXOGHU���
DQG� IHPRURDFHWDEXODU� �KLS�� DUWLFXODWLRQV�� 7KH� IXQFWLRQDO� UROH� RI� WKHVH� PXVFOHV� OLHV� EH\RQG� WKH�
VWUHQJWK�RI�WKHLU�FRQWUDFWLRQ��7KHUH�DUH�VHYHUDO�NH\�IDFWRUV�UHODWHG�WR�WKHLU�IXQFWLRQDO�UROH�LQ�VWDELOL]DWLRQ�
DQG�PRYHPHQW��

��� 7KH\�DUH�QRQ�GLUHFWLRQ�VSHFL¿F��PHDQLQJ�WKH\�FRQWUDFW�UHJDUGOHVV�RI�WKH�GLUHFWLRQ�RI�PRWLRQ��7KH�
PXVFOHV�RI�WKH�JOREDO�PXVFOH�V\VWHP��KRZHYHU��DUH�GLUHFWLRQ�VSHFL¿F��UHIHUULQJ�WR�FHUWDLQ�GLUHFWLRQV�
ZLOO� DFWLYDWH� WKHP��ZKLOH� RWKHU�GLUHFWLRQV� RI�PRWLRQ� GR� QRW� FDXVH� DFWLYDWLRQ�� )RU� H[DPSOH�� WKH�
GHHS�PXVFOHV�RI�WKH�VKRXOGHU�DQG�KLS��FROOHFWLYHO\�UHIHUUHG�WR�DV�WKH�µURWDWRU�FXII¶�PXVFOHV��IXQFWLRQ�
WR�PDLQWDLQ�MRLQW�FHQWUDWLRQ�RI�WKH�UHVSHFWLYH�JOHQRKXPHUDO�DQG�IHPRURDFHWDEXODU�MRLQWV��UHJDUGOHVV�
RI�SRVLWLRQ�RI�WKH�MRLQWV��,Q�FRQWUDVW��WKH�JOREDO�PXVFOHV��IRU�H[DPSOH�WKH�VXSHU¿FLDO�PXVFOHV�RI�WKH�
WUXQN�DQG�VSLQH��WHQG�WR�UHVSRQG�RQO\�ZKHQ�WKH�GLUHFWLRQ�RI�PRWLRQ�UHTXLUHV�WKHLU�VSHFL¿F�DFWLYLW\�

��� 7KH\�KDYH�D�IHHG�IRUZDUG�IXQFWLRQ��PHDQLQJ�WKH\�FRQWUDFW�MXVW�EHIRUH�WKH�JOREDO�V\VWHP�WR�SURYLGH�
SUR[LPDO�VWDELOLW\�WR�WKH�MRLQW�SULRU�WR�GLVWDO�PRWLRQ��7KLV�LV�DQ�DXWRPDWLF�UHVSRQVH�DQG�WKLV�IXQFWLRQ�
LV�RIWHQ�FRPSURPLVHG�DIWHU�LQMXU\�RU�MRLQW�G\VIXQFWLRQ�

��� 7KHUH�LV�JHQHUDO�FR�DFWLYDWLRQ�RI�WKHVH�PXVFOHV�WR�SURYLGH�LQWHUVHJPHQWDO�VWDELOLW\�VR�WKH�SULPH�
PRYHUV�FDQ�SHUIRUP�WKHLU�UROH�RI�JOREDO�PRYHPHQW��7KLV�FR�DFWLYDWLRQ�LV�UHTXLUHG�WR�PDLQWDLQ�MRLQW�
FHQWUDWLRQ�DQG�WR�EDODQFH�IRUFHV�DFURVV�DOO�DUWLFXODU�VXUIDFHV�GXULQJ�JOREDO�PRYHPHQW�

7KH�JOREDO�PXVFOH�V\VWHP��DOVR�UHIHUUHG�WR�DV�WKH�µVXSHU¿FLDO�PXVFOH�V\VWHP¶��FRQVLVWV�RI�WKH�PXVFOHV�
PRVW�UHVSRQVLEOH�IRU�PRYHPHQW��7KH\�DUH�DOVR�UHVSRQVLEOH�IRU�JURVV�VWDELOL]DWLRQ�DQG�DUH�JHQHUDOO\�WKH�
PXVFOHV�WKDW�DUH�LQYROYHG�LQ�FOLHQWV�ZKR�GHPRQVWUDWH�EUDFLQJ�W\SH�VWDELOL]DWLRQ�VWUDWHJLHV��8QOLNH�WKH�
ORFDO�PXVFOHV��ZKLFK�RIWHQ�EHFRPH�LQKLELWHG�VHFRQGDU\�WR�MRLQW�LQMXU\��WKH�JOREDO�PXVFOHV�IUHTXHQWO\�
UHVSRQG�WR�LQMXU\�E\�EHFRPLQJ�K\SHUWRQLF�DQG�RYHUDFWLYH��

7KH�GLIIHUHQWLDWLRQ�EHWZHHQ�ORFDO�DQG�JOREDO�PXVFOHV�RI�WKH�WUXQN�DQG�VSLQH�DQG�WKH�VKRXOGHU�DQG�KLS�
FRPSOH[HV�KDV�EHHQ�H[SDQGHG�XSRQ�LQ�WKH�WDEOH�RYHUOHDI��
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6IKMSR� 0SGEP�1YWGPI�7]WXIQ +PSFEP�1YWGPI�7]WXIQ

7UXQN�DQG�VSLQH (METLVEKQ 6IGXYW�EFHSQMRMW

8VERWZIVWYW�EFHSQMRMW )\XIVREP�ERH�MRXIVREP�SFPMUYIW

1YPXM½HM�ERH�SXLIV�WLSVX��
WIKQIRXEP�XVYRO�ERH�WTMREP�QYWGPIW

7YTIV½GMEP�IVIGXSV�WTMREI

4WSEW�QENSV�ERH�QMRSV

5YEHVEXYW�PYQFSVYQ

4IPZMG�¾SSV

+LS� 4WSEW�QENSV�ERH�QMRSV 7YTIV½GMEP�½FIVW�SJ�KPYXIYW�QE\MQYW

4IPZMG�¾SSV +PYXIYW�QIHMYW

+IQIPPM ,EQWXVMRK�GSQTPI\

3FXYVEXSVW 5YEHVMGITW

(IIT�½FIVW�SJ�KPYXIYW�QE\MQYW 8IRWSV�JEWGMEI�PEXEI

%HHYGXSV�GSQTPI\

7EVXSVMYW

4MVMJSVQMW�

6KRXOGHU� 7YTVEWTMREXYW 4IGXSVEPMW�QENSV�ERH�QMRSV

-RJVEWTMREXYW 0EXMWWMQYW�HSVWM

8IVIW�QMRSV 7IVVEXYW�ERXIVMSV

7YFWGETYPEVMW 8VETI^MYW

&MGITW�FVEGLMM 6LSQFSMHW

(IPXSMHW

'SVEGSFVEGLMEPMW

7YFGPEZMYW

8IVIW�QENSV

8VMGITW�FVEGLMM



��&+$37(5�21(���7+(�)81&7,21$/�029(0(17�6<67(0��_

:KLOH� WKLV� GLVFXVVLRQ� LV� QRW� PHDQW� WR� VXJJHVW� DQ\� RQH� PXVFOH� LV� PRUH� LPSRUWDQW� WKDQ� DQRWKHU��
XQGHUVWDQGLQJ�WKLV�IXQFWLRQDO�PXVFOH�UHODWLRQVKLS�ZLOO�SURYH�KHOSIXO�ZKHQ�GLVFXVVLQJ�PXVFOH�LPEDODQFHV�
DQG�WKH�GHYHORSPHQW�DV�ZHOO�DV�WKH�SHUSHWXDWLRQ�RI�G\VIXQFWLRQDO�PRYHPHQW�SDWWHUQV�

)**)'8�3*�-2.96=�%2(�86%-2-2+�32�03'%0�%2(�+03&%0�197'0)7
5HÀH[LYH�LQKLELWLRQ�FDQ�EH�GHVFULEHG�DV�PXVFXODU�LQKLELWLRQ�IROORZLQJ�MRLQW�LQMXU\��7KHUH�LV�HYLGHQFH�WKDW�
VXJJHVWV�WKDW�WKLV�LQKLELWLRQ�PRVW�DIIHFWV�WKH�ORFDO��RQH�MRLQW��VWDELOL]HUV�UDWKHU�WKDQ�WKH�JOREDO�PRELOL]HUV���
)RU� H[DPSOH�� WKH� YDVWXV�PHGLDOLV� KDV� VKRZQ� LQKLELWLRQ� DQG� DWURSK\� UDWKHU� WKDQ� WKH� UHFWXV� IHPRULV�
LQ� FOLHQWV�ZKR�ZHUH� H[SHULPHQWDOO\� LQGXFHG�ZLWK� NQHH� SDLQ� RU� LQ� WKRVH� FOLHQWV�ZLWK� ORQJ�VWDQGLQJ�
SDWHOORIHPRUDO�SDLQ�

6SHFL¿F�WUDLQLQJ�PHWKRGV�KDYH�DOVR�EHHQ�VKRZQ�WR�FKDQJH�PXVFOH�¿EHU�UHFUXLWPHQW�DV�ZHOO�DV�KDYH�
DQ�LQKLELWRU\�HIIHFW�RQ�WKH�ORFDO�VWDELOL]DWLRQ�V\VWHP��%DOOLVWLF��RU�SO\RPHWULF�W\SH�WUDLQLQJ�SURWRFROV�
KDYH�EHHQ�VKRZQ�WR�SRVLWLYHO\�LQFUHDVH�MXPSLQJ�KHLJKW�LQ�SDUWLFLSDQWV�RI�D�VL[�ZHHN�WUDLQLQJ�SURJUDP��
+RZHYHU��WKHUH�ZDV�D�VXEVHTXHQW�GHFUHDVH�LQ�WKH�VWUHQJWK�RI�WKH�VROHXV�GXULQJ�WKH�SURJUDP��VXJJHVWLQJ�
WKDW� WKLV� W\SH� RI� WUDLQLQJ� SUHIHUHQWLDOO\� UHFUXLWV� WKH� JOREDO� PRELOL]HUV� RYHU� WKH� ORFDO� VWDELOL]HUV� ±�
JDVWURFQHPLXV�YHUVXV�WKH�VROHXV�LQ�WKLV�FDVH��1J��������7KHVH�¿QGLQJV�VXJJHVW�KDYH�VHYHUDO�LPSOLFDWLRQV�
ZKHQ�UHKDELOLWDWLQJ�RU�WUDLQLQJ�FOLHQWV�ZKR�H[SHULHQFH�PRYHPHQW�G\VIXQFWLRQ��

��� 0DQ\�FOLHQWV�GHPRQVWUDWLQJ�PRYHPHQW�G\VIXQFWLRQV�KDYH�ORFDO�LPEDODQFHV�EHWZHHQ�WKH�VWDELOL]HUV�
DQG�SULPH�PRYHUV��3HUIRUPLQJ�KLJK�OHYHO�SO\RPHWULF��MXPSLQJ��DQG�RU�EDOOLVWLF�H[HUFLVH�LV�OLNHO\�
WR�SHUSHWXDWH�WKLV�G\VIXQFWLRQ�DV�LW�WHQGV�WR�IDYRU�WKH�WZR�MRLQW��JOREDO�PRELOL]HUV�RYHU�WKH�ORFDO��
RQH�MRLQW�VWDELOL]HUV��7KLV�LV�RQH�RI�WKH�UHDVRQV�WKDW�VORZHU�DQG�FRQWUROOHG�PRYHPHQWV�DUH�IDYRUHG�
GXULQJ�WKH�FRUUHFWLYH�H[HUFLVH�DQG�HDUO\�LQ�WKH�UHWXUQ�WR�DFWLYLW\�SKDVHV�RI�WKH�PRYHPHQW�SDUDGLJP��

��� &OLHQWV�ZKR�KDYH�H[SHULHQFHG�DQ�LQMXU\�VXUJHU\�DQG�RU�SDLQ�RU�MRLQW�VZHOOLQJ�DUH�OLNHO\�WR�H[SHULHQFH�
UHÀH[LYH�LQKLELWLRQ�DQG�H[KLELW�FOLQLFDO�VLJQV�RI�LQKLELWLRQ��ZHDNQHVV�DQG�DWURSK\�RI�WKH�ORFDO�MRLQW�
VWDELOL]HUV���3HUIRUPLQJ�KLJK�OHYHOV�RI�SO\RPHWULF��MXPSLQJ��DQG�RU�EDOOLVWLF�H[HUFLVHV�ZLOO�IXUWKHU�
WUDLQ�WKH�PXVFOHV�RI�WKH�JOREDO�V\VWHP�JHQHUDOO\�DW�WKH�H[SHQVH�RI�WKH�ORFDO�V\VWHP��FDXVLQJ�IXUWKHU�
SHUSHWXDWLRQ�RI�WKLV�G\VIXQFWLRQ�

��� 3HUIRUPLQJ� KLJKHU� OHYHO� EDOOLVWLF� H[HUFLVHV� ZLOO� WHQG� WR� FDXVH� JUHDWHU� OHYHOV� RI� IDWLJXH� DQG�
DFFXPXODWLRQ�RI�PHWDEROLF�ZDVWH�SURGXFWV��)DWLJXH�DQG�SDLQ�ZLOO�DOWHU�WKH�FOLHQW¶V�DELOLW\�WR�GHWHFW�
PLVWDNHV�DQG�ZLOO� LPSHGH� LGHDO�PRWRU�SDWWHUQLQJ��$JDLQ�� WKLV�ZLOO�PDNH� LW� HDVLHU� DQG�HDVLHU� WR�
IDFLOLWDWH� WKH�G\VIXQFWLRQDO�SDWWHUQV� �/DZ�RI�)DFLOLWDWLRQ��ZKLOH�PDNLQJ� LW�KDUGHU�DQG�KDUGHU� WR�
SURJUDP�LQ�LGHDO�QHXURPRWRU�SDWWHUQV�

%+32-787��%28%+32-787��7=2)6+-787��%2(�78%&-0->)67
$JRQLVWV�DUH�DOVR�NQRZQ�DV�µSULPH�PRYHUV¶�RU�WKH�PXVFOHV�WKDW�DUH�PRVW�UHVSRQVLEOH�IRU�D�SDUWLFXODU�
PRYHPHQW�� $QWDJRQLVWV� DUH� WKH� PXVFOHV� WKDW� RSSRVH� WKH� DJRQLVWV�� 0RUH� UHDOLVWLFDOO\� VSHDNLQJ��
WKHUH� LV�QR�PXVFOH� WKDW� LV�VROHO\�UHVSRQVLEOH�IRU�DQ\�SDUWLFXODU�DFWLRQ�±�RQO\�PXVFOHV� WKDW�DUH�PRUH�
RU� OHVV� DSSURSULDWH�� /RPEDUG¶V� SDUDGR[� ������� VXJJHVWV� WKDW�PXVFOHV�ZRUN� DV� IXQFWLRQDO� DJRQLVWV���
)RU�H[DPSOH��GXULQJ�WKH�VTXDW�SDWWHUQ��ERWK�WKH�TXDGULFHSV�DQG�KDPVWULQJV�FRQWUDFW�GXULQJ�WKH�DVFHQW�
SKDVH�RI�WKH�PRYHPHQW��7KH�TXDGULFHSV�ZRUN�WR�H[WHQG�WKH�NQHH��ZKLOH�WKH�KDPVWULQJV�ZRUN�WR�H[WHQG�
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WKH�KLS�DQG�DVVLVW�NQHH�H[WHQVLRQ�� WKHUHE\�SURYLGLQJ� IXQFWLRQDO�DQWDJRQLVP�DW� WKH�NQHH� MRLQW��0RVW�
PRYHPHQWV�LQ�WKH�ERG\��LQFOXGLQJ�UXQQLQJ��IXQFWLRQ�LQ�WKLV�PDQQHU��VHH�LPDJH�EHORZ���

:LWK�WKH�KLS�ÁH[HG�DQG�NQHH�EHQW��WKH�KDPVWULQJ�FDQ�DVVLVW�NQHH�H[WHQVLRQ�E\�UHVWUDLQLQJ�WKH�ORZHU�OHJ�DV�WKH�ERG\�
SURJUHVVHV�RYHU�WKH�VXSSRUW�OHJ�

6\QHUJLVWV�DUH�PXVFOHV�WKDW�DLG�WKH�SULPH�PRYHUV��9HU\�IHZ�PXVFOHV�ZRUN�LQ�DQ�LVRODWHG�PDQQHU�DQG�
V\QHUJLVWV�FDQ�IXQFWLRQ�WR�DVVLVW�WKH�SULPH�PRYHU�LQ�WKH�VSHFL¿F�DFWLRQ�LW�SHUIRUPV��RU�LW�FDQ�IXQFWLRQ�DV�
PRUH�RI�D�VWDELOL]HU�RI�WKH�MRLQW��:KHQ�WKH�SULPH�PRYHU�LV�LQKLELWHG�E\�SDLQ��MRLQW�HIIXVLRQ��RU�LPSURSHU�
QHXURORJLFDO�LQSXW��WKH�V\QHUJLVWV�DUH�FDOOHG�XSRQ�WR�DVVXPH�WKH�UROH�RI�SULPH�PRYHUV��7KLV�LV�UHIHUUHG�
WR�DV�µV\QHUJLVW�GRPLQDQFH¶��

6WDELOL]HUV�DUH�UHVSRQVLEOH�IRU�PDLQWDLQLQJ�D�VWDWLF�MRLQW�SRVLWLRQ�DJDLQVW�DGMDFHQW�RU�GLVWDO�MRLQW�PRYHPHQW���
)RU�H[DPSOH��DV�WKH�ULJKW�WUDSH]LXV�PRYHV�WKH�ULJKW�DUP�LQWR�DEGXFWLRQ��WKH�OHIW�WUDSH]LXV�DQG�VSLQDO�
HUHFWRUV�DFW�WR�VWDELOL]H�WKH�VSLQH�DJDLQVW�PRYHPHQW�RI�WKH�FRQWUDODWHUDO�DUP��'XULQJ�ÀH[LRQ�RI�WKH�DUP��
WKH�VFDSXORWKRUDFLF�VWDELOL]HUV�PXVW�¿[DWH�WKH�VFDSXOD�DJDLQVW�WKH�WKRUD[�DV�ZHOO�DV�VWDELOL]H�DJDLQVW�WKH�
ZHLJKW�RI�WKH�DUP�DQG�ZKDWHYHU�LV�EHLQJ�OLIWHG��

:KHQ� WKHUH� LV� RSWLPDO� FR�DFWLYDWLRQ� EHWZHHQ� IXQFWLRQDO� DQWDJRQLVWV�� WKHUH� LV� PDLQWHQDQFH� RI� WKH��
MRLQW�SRVLWLRQ��,Q�WKH�SUHVHQFH�RI�PXVFOH�LQKLELWLRQ��RQH�RU�PRUH�RI� WKH�IXQFWLRQDO�DJRQLVWV�EHFRPH�
G\VIXQFWLRQDO�DQG�WKH�MRLQW�LV�SXOOHG�LQ�WKH�GLUHFWLRQ�RI�WKH�IXQFWLRQLQJ�PXVFOHV��7KLV�DOWHUV�WKH�MRLQW�
SRVLWLRQ�DV�ZHOO�DV�WKH�LQVWDQWDQHRXV�D[LV�RI�URWDWLRQ��WKHUHE\�FRPSURPLVLQJ�MRLQW�VWDELOLW\�

7KH�VWUHWFKHG�UHFWXV
IHPRULV�SXOOV�WKH�NQHH
LQWR�H[WHQVLRQ�EHFDXVH�LW
FDQQRW�OHQJWKHQ�IXUWKHU

+DPVWULQJV�FRQWUDFW
WR�H[WHQG�KLS

5HFWXV�IHPRULV
OHQJWKHQV

5HFWXV
IHPRULV�VKRUWHQV

+DPVWULQJV
VKRUWHQ

+DPVWULQJV�
OHQJWKHQ

+DPVWULQJV
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92()678%2(-2+�197'0)�*92'8-32
³7KH�JUHDWHVW�REVWDFOH� WR�GLVFRYHULQJ� WKH�VKDSH�RI� WKH�HDUWK�� WKH�FRQWLQHQWV��DQG� WKH�RFHDQ�ZDV�QRW�
LJQRUDQFH�EXW�WKH�LOOXVLRQ�RI�NQRZOHGJH�´��'DQLHO�%RRUVWLQ�

$�FRPPRQ�SUHPLVH�ZLWKLQ�OHDUQLQJ�HQYLURQPHQWV�LV�WKDW�WKH�PRUH�WKDW�LV�OHDUQHG�DERXW�D�FHUWDLQ�WRSLF��
WKH�PRUH�WKH�FXUUHQW�DQG�DFFHSWHG�NQRZOHGJH�LV�FKDOOHQJHG��8QGHUVWDQGLQJ�PXVFOH�IXQFWLRQ�LV�D�GLUHFW�
H[DPSOH�RI�WKLV�SUHPLVH��7KLV�VHFWLRQ�ZLOO�H[SDQG�XSRQ�WKH�GLVFXVVLRQ�RI�WKH�SUHYLRXV�VHFWLRQV�DQG�
FDWHJRUL]H�WKH�WKUHH�SULPDU\�IXQFWLRQV�RI�PXVFOH�FRQWUDFWLRQV��$GGLWLRQDOO\��VHYHUDO�RI�WKH�IXQFWLRQDO�
UROHV�WKDW�PXVFOHV�SOD\�LQ�WKH�GHYHORSPHQW�RI�LGHDO�PRYHPHQW�SDWWHUQV�ZLOO�ERWK�H[SDQG�XSRQ�FXUUHQW�
NQRZOHGJH�DQG�VXEWO\�FKDOOHQJH�VRPH�ORQJ�KHOG�EHOLHIV�

*92'8-32����¯�4)6*361�13:)1)28�
,W�LV�FRPPRQ�IRU�VWXGHQWV�WR�EH�WDXJKW�DQDWRP\�EDVHG�XSRQ�WKH�LQGLYLGXDO�PXVFOH¶V�RULJLQ�DQG�LQVHUWLRQ��
,Q� RWKHU�ZRUGV�� WKH� LQVHUWLRQ� RI� WKH�PXVFOH� LV� EURXJKW� WRZDUGV� WKH� RULJLQ� RI� WKH�PXVFOH�� WKHUHIRUH�
SURGXFLQJ�WKH�DVVLJQHG�DFWLRQ�RI�WKH�PXVFOH��)RU�H[DPSOH��WKH�ELFHSV�EUDFKLL�LV�DVVLJQHG�WKH�SULPDU\�
IXQFWLRQ�RI�ÀH[LRQ�DQG�VXSLQDWLRQ�RI�WKH�HOERZ��DQG�WKH�VHFRQGDU\�IXQFWLRQ�RI�VKRXOGHU�ÀH[LRQ��)URP�
DQDWRPLF� SRVLWLRQ��ZKLFK�ZDV� WKH� SRVLWLRQ� IURP�ZKLFK� WKH� HDUO\� DQDWRPLVWV� VWXGLHG� WKH� ERG\�� WKDW�
DSSHDUV�WR�EH�D�YDOLG�LQWHUSUHWDWLRQ�RI�WKH�ELFHSV�EUDFKLL¶V�IXQFWLRQ��,I� ORRNLQJ�DW�WKH�ELFHSV�EUDFKLL�
IXQFWLRQ�LQ�DFWLYLWLHV�RI�GDLO\�OLYLQJ�±�VXFK�DV�EULQJLQJ�D�JODVV�XS�WR�RQH¶V�PRXWK��OLIWLQJ�GLVKHV�RXW�RI�
D�GLVKZDVKHU��RU�FRPELQJ�RQH¶V�KDLU�±�WKH�DVVLJQHG�IXQFWLRQV�ZRXOG�VHHP�WR�EH�YDOLGDWHG��

+RZHYHU��VLPLODU�WR�PXFK�LQ�WKH�ERG\�WKDW�LV�RQO\�PRGHVWO\�XQGHUVWRRG�DQG�RIW�PLVLQWHUSUHWHG��WKDW�
LV�RQO\�KDOI� WKH�VWRU\��,Q�VWXG\LQJ�FKLOGUHQ��9DFODY�9RMWD�GHVFULEHG�PXVFOH�IXQFWLRQ�EDVHG�RQ�UHÀH[�
ORFRPRWLRQ�DQG�WKH�FKLOG¶V�GHYHORSPHQWDO�IXQFWLRQ��+H�SRLQWHG�RXW�WKDW�PXVFOHV�GRQ¶W�VLPSO\�ZRUN�
LQ�D�SUR[LPDO�IDVKLRQ��DV�LQ�SXOOLQJ�WKH�LQVHUWLRQ�WRZDUGV�WKH�RULJLQ��EXW�DUH�MXVW�DV�LPSRUWDQW�LQ�WKHLU�
GLVWDO�IXQFWLRQ��,Q�IDFW��KH�LV�FUHGLWHG�ZLWK�VWDWLQJ�WKDW�PXVFOHV�QHHG�WR�IXQFWLRQ�LQ�WZR�GLUHFWLRQV�±�ERWK�
HFFHQWULFDOO\�DQG�FRQFHQWULFDOO\��&RKHQ��������

8VLQJ� WKH� ELFHSV� EUDFKLL� H[DPSOH� IURP�
DERYH��EHFDXVH�RI�LWV�RULJLQ�RQ�WKH�VXSHULRU�
HGJH� RI� WKH� JOHQRLG� ODEUXP�� WKH� ELFHSV�
EUDFKLL� IXQFWLRQV� WR� SXOO� WKH� VFDSXOD� RYHU�
WKH�VWDEOH�XSSHU�H[WUHPLW\�DV�LV�VHHQ�LQ�WKH�
FUDZOLQJ� FKLOG�� 7KH� RSHQ�FKDLQ� IXQFWLRQ��
RU� RULJLQ�WR�LQVHUWLRQ�EDVHG� DFWLRQ� RI� WKH�
ELFHSV�EUDFKLL�LV�WR�SHUIRUP�HOERZ�ÀH[LRQ��
,Q�WKH�GHYHORSLQJ�FKLOG��WKH�ELFHSV�IXQFWLRQV�
WR� SXOO� WKH� VFDSXOD� RYHU� WKH� VWDEOH� DUP��
7KLV� IXQFWLRQDO� DFWLRQ� ZLOO� EH� WUDLQHG� E\�
XVLQJ�PRGL¿FDWLRQV�RI�FKLOG�GHYHORSPHQWDO�
SDWWHUQV� WR� FRUUHFW� PRYHPHQW� G\VIXQFWLRQ�
DV�ZHOO�DV�LPSURYH�SHUIRUPDQFH��
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$�VHFRQG�H[DPSOH�FDQ�EH�VHHQ�ZLWK�WKH�SHFWRUDOLV�PDMRU��7UDGLWLRQDO�PXVFOH�DQDWRP\�WH[WV�OLVW�ÀH[LRQ��
DGGXFWLRQ�� DQG� LQWHUQDO� URWDWLRQ� RI� WKH� VKRXOGHU� DV� LWV� IXQFWLRQ��$JDLQ�� ORRNLQJ� DW� WKH� GHYHORSLQJ�
FKLOG��WKH�SHFWRUDOLV�PDMRU�SOD\V�DQ�HTXDOO\�LPSRUWDQW�UROH�LQ�FUDZOLQJ��$V�WKH�FKLOG�SURJUHVVHV�RYHU�
WKH� VWDWLRQDU\� DUP�� WKH� SHFWRUDOLV� PDMRU� IXQFWLRQV� WR� GUDZ� WKH� WRUVR� WRZDUGV� WKH� VWDWLRQDU\� DUP���
7KLV�IXQFWLRQ�FDQ�DOVR�EH�VHHQ�LQ�VSRUW��ZKHUH�EDVHEDOO�SLWFKHUV��TXDUWHUEDFNV��DQG�MDYHOLQ�WKURZHUV�
ZLOO�KROG�WKH�OHDG�DUP�VWDEOH�DQG�XVH�WKH�SHFWRUDOLV�PDMRU�RI�WKH�OHDG�DUP�WR�KHOS�GULYH�URWDWLRQ�RI�WKH�
WUXQN�DURXQG�WKDW�DUP��

7KH� OHDG� DUP� LQ� WKH� DWKOHWH� SURGXFHV� D� VWDEOH� EDVH� IRU� WUXQN� URWDWLRQ�� ,Q� WKLV�ZD\�� WKH� DWKOHWH�ZLOO�
XWLOL]H� WKH� SHFWRUDOLV�PDMRU�� DORQJ�ZLWK� LWV� V\QHUJLVWV� ±� WKH� SHFWRUDOLV�PLQRU�� VHUUDWXV� DQWHULRU�� DQG�
DQWHULRU� GHOWRLGV� RI� WKH� OHDG� DUP�±� WR� DVVLVW� WUXQN� URWDWLRQ��$GGLWLRQDOO\�� D� UHFLSURFDO� DFWLRQ�RI� WKH�
XSSHU�H[WUHPLWLHV�ZLOO�EH�XWLOL]HG�DV�WKH�OHDG�DUP�LV�LQWHUQDOO\�URWDWLQJ�DV�WKH�H[WHUQDO�DUP�LV�H[WHUQDOO\�
URWDWLQJ��VHH�LPDJHV�RI�DWKOHWHV�DERYH���7KLV�VHUYHV�WR�ERWK�ZLQG�XS�WKH�NLQHWLF�FKDLQV�DQG�VWDELOL]H�WKH�
VKRXOGHU�FRPSOH[��

$QRWKHU� H[DPSOH� LV� WKH� SLULIRUPLV�� ZKLFK� LV� DVVLJQHG� WKH� IXQFWLRQ� RI� H[WHUQDO� URWDWLRQ� RI��
WKH�KLS��:KLOH�LW�SHUIRUPV�WKLV�IXQFWLRQ�LQ�DQ�RSHQ�FKDLQ�PDQQHU��LQ�WKH�FUDZOLQJ�FKLOG�WKH�SLULIRUPLV�
ZRUNV�WR�URWDWH�WKH�SHOYLV�DURXQG�WKH�VWDWLRQDU\�ORZHU�OHJ��7KLV�DFWLRQ�FDQ�EH�VHHQ�LQ�DFWLYLWLHV�VXFK�
DV�WKURZLQJ�D�NLFN�ZKLOH�SHUIRUPLQJ�PDUWLDO�DUWV��7KH�DWKOHWH¶V�ULJKW�SLULIRUPLV�DORQJ�ZLWK�WKH�RWKHU�
H[WHUQDO�KLS�URWDWRUV��IXQFWLRQ�WR�URWDWH�WKH�SHOYLV�DURXQG�WKH�VWDWLRQDU\�ORZHU�OHJ�DV�VKH�SHUIRUPV�D�
URXQGKRXVH�NLFN��LPDJH�RSSRVLWH�OHIW���7KH�FKLOG�XVHV�KLV�ULJKW�SLULIRUPLV�WR�KHOS�URWDWH�KLV�SHOYLV�RYHU�
WKH�IHPRUDO�KHDG�WR�SURSHO�KLPVHOI�IRUZDUG��LPDJH�RSSRVLWH�ULJKW���
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6LPLODUO\��PXVFOHV�FDQ�DOVR�SHUIRUP�DFWLRQV�EDVHG�XSRQ�KRZ�WKH\�UHDFW� WR�WKH�IRRW�RU�KDQG�EHLQJ�LQ�
FRQWDFW�ZLWK�WKH�JURXQG��7UDGLWLRQDO�DQDWRP\�ORRNHG�DW�WKH�RSHQ�FKDLQ�IXQFWLRQ�RI�PXVFOHV��LQ�RWKHU�
ZRUGV�ZKHQ�WKH�IRRW�LV�RII�WKH�JURXQG��+RZHYHU��WKHLU�IXQFWLRQ�FDQ�FKDQJH�UDWKHU�GUDPDWLFDOO\�ZKHQ�WKH�
IRRW�LV�LQ�FRQWDFW�ZLWK�WKH�JURXQG��)RU�H[DPSOH��LQ�RSHQ�FKDLQ�IXQFWLRQ��WKH�KDPVWULQJ�FRPSOH[�ZLOO�ÀH[�
WKH�NQHH�DQG�GHFHOHUDWH�NQHH�H[WHQVLRQ��,Q�WKH�FORVHG�FKDLQ�IXQFWLRQ��WKH�KDPVWULQJ�FRPSOH[�IXQFWLRQV�
WR�GHFHOHUDWH�DQWHULRU�SHOYLF�URWDWLRQ�DQG�DVVLVW�NQHH�H[WHQVLRQ��$V�WKH�ERG\�LV�SURJUHVVLQJ�RYHU�WKH�¿[HG�
IRRW��WKH�KDPVWULQJ�LV�DVVLVWLQJ�KLS�H[WHQVLRQ��,W�LV�DOVR�SXOOLQJ�RQ�WKH�WLELD��LWV�GLVWDO�DWWDFKPHQW���ZKLFK�
DLGV�NQHH�H[WHQVLRQ�DV�WKH�ERG\�PRYHV�RYHU�WKH�IRRW��/LNHZLVH��WKH�JDVWURFQHPLXV�KDV�WKH�RSHQ�FKDLQ�
IXQFWLRQ�RI�DVVLVWLQJ�NQHH�ÀH[LRQ��$V�LW�GHFHOHUDWHV�DQNOH�GRUVLÀH[LRQ�GXULQJ�JDLW��LW�SXOOV�RQ�LWV�SUR[LPDO�
DWWDFKPHQW�RQ�WKH�IHPRUDO�FRQG\OHV�WR�DVVLVW�NQHH�H[WHQVLRQ�DV�WKH�ERG\�SDVVHV�RYHU�WKH�¿[HG�IRRW��

2QH�DGGLWLRQDO�FRQFHSW�EDVHG�RQ�WKLV�WKHRU\�RI�PXVFOH�IXQFWLRQ��DGRSWHG�IURP�WKH�FKLOG�GHYHORSPHQW�
PRGHO��LV�WKH�LGHD�RI�XVLQJ�WKH�XSSHU�H[WUHPLWLHV�WR�GULYH�WUXQN�PRWLRQ��'XULQJ�WKH�FUDZOLQJ�SDWWHUQ��
WKH�FKLOG�XVHV�RQH�DUP�WR�VWDELOL]H�WKH�XSSHU�H[WUHPLW\�DQG�VSLQH�DV�WKH�RSSRVLWH�DUP�UHDFKHV�IRUZDUG��
7KLV�SDWWHUQLQJ�KHOSV�WKH�FKLOG�GHYHORS�VWDELOLW\�LQ�WKH�¿[HG�DUP�DQG�FRUUHVSRQGLQJ�VLGH�RI�WKH�WKRUD[��
ZKLOH�WKH�IUHH�DUP�KHOSV�PDLQWDLQ�WKRUDFLF�PRELOLW\��7KHUH�DUH�WZR�NH\�SRLQWV�KHUH�WR�KHOS�LQ�PDNLQJ�
VHQVH�RI�WKHVH�DFWLRQV��

��� 7KH�PDMRULW\�RI�VFDSXODU�VWDELOL]HUV�±�LQFOXGLQJ�WKH�ODWLVVLPXV�GRUVL��UKRPERLGV�PDMRU�DQG�PLQRU��
DV�ZHOO�DV�DOO�WKUHH�GLYLVLRQV�RI�WKH�WUDSH]LXV�±�KDYH�VSLQDO�DWWDFKPHQWV��:KLOH�WKHVH�PXVFOHV�KDYH�
QHYHU�EHHQ�DVVLJQHG�D�VSLQDO�IXQFWLRQ��WKHLU�DWWDFKPHQW�WR�WKH�VSLQH�VXJJHVWV�WKH\�SOD\�D�UROH�LQ�
VSLQH�IXQFWLRQ��



�� _��&255(&7,9(�(;(5&,6(�62/87,216�72�&20021�+,3�$1'�6+28/'(5�'<6)81&7,21

7KH�UKRPERLGV��WUDSH]LXV��DQG�ODWLVVLPXV�GRUVL�FROOHFWLYHO\�IXQFWLRQ�WR�URWDWH�WKH�VSLQH�WRZDUGV�
WKH�¿[HG�XSSHU�OLPE��:LWK�HOERZ�VXSSRUW��DV�LQ�FUDZOLQJ�RU�SODQN�SRVLWLRQ��WKH�WULFHSV�DQG�ELFHSV�
EUDFKLL�FDQ�GUDZ�WKH�VFDSXOD�WRZDUGV�WKH�¿[HG�HOERZ��VHH�DUURZV�LQ�EHORZ�OHIW�LPDJH��LQGLFDWLQJ�
OLQH�RI�PXVFOH�SXOO���7KLV�IXQFWLRQ�FDQ�EH�VHHQ�LQ�WKH�GHYHORSLQJ�FKLOG�±�WKH�SURQH�HOERZ�VXSSRUW�
SRVLWLRQ� VWDELOL]HV� WKH� FKLOG¶V� XSSHU� H[WUHPLW\��$V� WKH\� UHDFK� ZLWK� WKH� FRQWUDODWHUDO� DUP�� WKH�
VFDSXODU�VWDELOL]HUV�RI�WKH�VXSSRUWHG�DUP�KHOS�URWDWH�WKH�VSLQH�

���$V�WKH�FKLOG�VWDELOL]HV�RQ�KLV�OHIW�XSSHU�H[WUHPLW\�DQG�UHDFKHV�ZLWK�KLV�ULJKW�DUP��WKH�OHIW�VFDSXODU�
� VWDELOL]HUV�DLG�URWDWLRQ�RI�WKH�VSLQH��7KH�FKLOG�VWDELOL]HV�KLV�WUXQN�ZLWK�KLV�OHIW�DUP��ZKLOH�WKH��
� PRWLRQ�RI�WKH�IUHH�DUP�KHOSV�PRELOL]H�WKH�ULJKW�VLGH�RI�WKHLU�VSLQH�DQG�WKRUD[��7KLV�LV�DQ�LPSRUWDQW��
� FRQVLGHUDWLRQ�LQ�H[HUFLVH��DV�WUDGLWLRQDO�UHVLVWDQFH�H[HUFLVH�FDQ�RIWHQ�FUHDWH�ULJLGLW\�RI�WKH�WKRUD[���
� 7KH�PDLQ�UHDVRQ�IRU�WKLV�LV�WKDW�ELODWHUDO�SDWWHUQV�UHTXLUH�WKH�DUPV�EH�PRYHG�RYHU�D�¿[HG�WKRUD[���
� ,Q�WKH�GHYHORSLQJ�FKLOG�WKLV�SDWWHUQ�UDUHO\�RFFXUV�DQG�ZKHQ�LW�GRHV��LW�LV�XVXDOO\�QRW�SHUIRUPHG�ZLWK��
� VLJQL¿FDQW�UHVLVWDQFH�RU�LQ�D�UHSHWLWLYH�IDVKLRQ�

%LODWHUDO�SDWWHUQV�VXFK�DV�FKHVW�SUHVVHV��XSULJKW�URZV��DQG�FXUOV�UHTXLUH�WKH�WKRUD[�WR�EH�XVHG�DV�WKH�
VWDEOH�SRLQW��DV�WKH�ORDGHG�H[WUHPLWLHV�DUH�PRYHG�DURXQG�WKH�WKRUD[��$GGLWLRQDOO\��SDWWHUQV�VXFK�DV�
EDUEHOO�VTXDWV��GHDGOLIWV��DQG�IDUPHU¶V�ZDONV�FDQ�DOVR�GULYH�WKRUDFLF�VWLIIQHVV�EHFDXVH�WKH�WKRUD[�LV�
XVHG�DV�D�VWDEOH�SRLQW�IRU�OLIWLQJ��:KLOH�WKH�WKRUD[�VKRXOG�EH�¿[HG�GXULQJ�WKHVH�W\SHV�RI�SDWWHUQV��
SHUSHWXDO�XVH�RI�WKHVH�SDWWHUQV�FDQ�GULYH�ULJLGLW\�DQG�VWLIIQHVV�RI�WKH�WKRUD[��$OWKRXJK�WKLV�W\SH�
RI�ULJLGLW\�PD\�EH�XVHIXO�IRU�PXVFOH�K\SHUWURSK\�DQG�FHUWDLQ�DWKOHWLF�DFWLYLWLHV��K\SHUWURSK\�RI�
WKH�PXVFOHV�RI�WKH�WKRUD[�FDQ�OHDG�WR�VWLIIQHVV�RI�WKHVH�PXVFOHV��DQG�WKH�UHVXOWDQW�K\SRPRELOLW\�LV�

7ULFHSV�EUDFKLL

5KRPERLG�PLQRU

5KRPERLG�PDMRU

/DWLVVLPXV�GRUVL

�����7UDSH]LXV

%LFHSV�EUDFKLL
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RIWHQ�UHVSRQVLEOH� IRU� WKH�RQVHW�RI�VHYHUDO�RI� WKH�PRUH�FRPPRQ�G\VIXQFWLRQV�RI� WKH�PRYHPHQW�
V\VWHP��7ZR�H[DPSOHV�DUH���

L�� 5LJLGLW\� RI� WKH� WKRUD[� UHVXOWV� LQ� GHFUHDVHG� PRWLRQ� DQG� FRPSHQVDWRU\� K\SHUPRELOLW\� RI� WKH�
FHUYLFDO�DQG�OXPEDU�UHJLRQV�RI�WKH�VSLQH��7KLV�LV�D�FRPPRQ�FDXVH�RI�VSLQDO�LQVWDELOLW\�LQ�WKHVH�
UHJLRQV�DQG�UHVXOWDQW�SDWKRORJLHV�RI�WKH�GLVF�DQG�WLVVXH�VWUXFWXUHV�RI�WKH�VSLQH���

LL�� 5LJLGLW\� RI� WKH� WKRUD[� GHFUHDVHV� WKH� FOLHQW¶V� DELOLW\� WR� DFKLHYH� WKUHH�GLPHQVLRQDO� H[SDQVLRQ�
RI� WKH� WKRUD[�GXULQJ�UHVSLUDWLRQ��7KLV� OHDGV� WR� LQFUHDVHG�DFWLYLW\�RI� WKH�DFFHVVRU\�PXVFOHV�RI�
UHVSLUDWLRQ�±�PDLQO\�WKH�VFDOHQHV��VWHUQRFOHLGRPDVWRLG��DQG�SHFWRUDOLV�PLQRU�±�WR�DVVLVW�HOHYDWLRQ�
RI�WKH�WKRUD[�GXULQJ�EUHDWKLQJ��7KLV�FDXVHV�JOREDO�UHDFWLRQV�LQ�WKH�ERG\��LQFOXGLQJ�GULYLQJ�WKH�
IRUZDUG�KHDG�DQG�VKRXOGHU�SRVLWLRQV��FRQWULEXWLQJ�WR�KHDGDFKHV�DQG�DQ[LHW\��SRRU�RYHUDOO�OHYHOV�
RI�R[\JHQDWLRQ��DQG�ULVHV�LQ�EORRG�SUHVVXUH��

,I�ELODWHUDO�SDWWHUQV�ZLOO�EH�SHUIRUPHG�RU�KDYH�WR�EH�SHUIRUPHG�DV�SDUW�RI�DQ�DWKOHWLF�WUDLQLQJ�SURJUDP��
WKH\�VKRXOG�EH�IROORZHG�ZLWK�SDWWHUQV�WKDW�KHOS�PRELOL]H�WKH�WKRUD[��8QLODWHUDO�DQG�DOWHUQDWLQJ�SDWWHUQV�
FDQ�KHOS�UHVWRUH�WKRUDFLF�PRELOLW\�E\�XVLQJ�WKH�IUHH�DUP�WR�GULYH�URWDWLRQ�RI�WKH�WKRUD[�ZKLOH�WKH�IUHH�
DUP�VWDELOL]HV�WKH�VKRXOGHU�FRPSOH[�DQG�LSVLODWHUDO�RI�WKH�WKRUD[��

7KLV�FRQFHSW�RI�OLPE�IXQFWLRQ�PD\�VHHP�WR�FRQWUDGLFW�*UDFRYHWVN\¶V�WKHRU\�RI�WKH�VSLQDO�HQJLQH�DQG�
WKDW�VSLQH�PRWLRQ�GULYHV�PRWLRQ�RI�WKH�H[WUHPLWLHV��*UDFRYHWVN\��������+RZHYHU��WKLV�WKHRU\�SUHVHQWHG�
KHUH�LV�QRW�WR�GLVPLVV�KLV�QRWLRQ�EXW�UDWKHU�WR�DGG�WR�LW�E\�VXJJHVWLQJ�WKDW�WKH�H[WUHPLWLHV�FDQ�EH�XVHG�
WR�DVVLVW�ERWK�VWDELOL]DWLRQ�DQG�PRELOLW\�RI�WKH�VSLQH��KHOSLQJ�WR�FUHDWH�D�PRUH�IXQFWLRQDO�H[SUHVVLRQ�RI�
WUDGLWLRQDO�H[HUFLVH�SDWWHUQV��7KHVH�WZR�IXQFWLRQV�ZLOO�EH�LQFRUSRUDWHG�LQWR�WKH�FRUUHFWLYH�H[HUFLVH�DQG�
WUDLQLQJ�VWUDWHJ\�WKDW�IROORZV�ODWHU�LQ�WKH�ERRN��

([DPSOHV�RI�EDUEHOO�SDWWHUQV�WKDW�FDQ�FUHDWH�WUXQN�ULJLGLW\��EDUEHOO�
VTXDW��OHIW��DQG�EDUEHOO�FKHVW�SUHVV��DERYH��
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*92'8-32����¯�86%27*)6�3*�%'8-32
$QRWKHU�FRQFHSW�WKDW�WUDGLWLRQDO�DQDWRP\�ERRNV�
GR�QRW�GLVFXVV�LV�WKDW�PXVFOHV�FDQ�FUHDWH�PRWLRQ�
DFURVV�D�MRLQW�WKDW�WKH\�GRQ¶W�FURVV��)RU�H[DPSOH��
WKH�YDVWXV�ODWHUDOLV�DQG�PHGLDOLV�GR�QRW�FURVV�WKH�
KLS�MRLQW��KRZHYHU��HDFK�FRQWULEXWHV�WR�LQWHUQDO�
DQG�H[WHUQDO�URWDWLRQ�RI�WKH�KLS�UHVSHFWLYHO\��:LWK�
WKH�IRRW�¿[HG�RQ�WKH�JURXQG��FRQWUDFWLRQ�RI�WKH�
REOLTXHO\�RULHQWHG�¿EHUV�RI� WKH�YDVWXV� ODWHUDOLV�
SXOOV�WKH�WKLJK�WRZDUGV�LWV�GLVWDO�DWWDFKPHQW�RQ�
WKH�SDWHOOD��FUHDWLQJ�LQWHUQDO�URWDWLRQ�RI�WKH�KLS��
6LPLODUO\�� WKH�YDVWXV�PHGLDOLV� KHOSV� FRQWULEXWH�
WR� H[WHUQDO� URWDWLRQ� RI� WKH� KLS� DV� WKH� REOLTXH�
QDWXUH�RI�WKH�¿EHUV�SXOOV�WKH�WKLJK�RYHU�WKH�¿[HG�
ORZHU�OHJ��LPDJH�ULJKW���

:LWK� WKH� GLVWDO� DVSHFW� RI� WKH� NLQHWLF� FKDLQ�
VWDELOL]HG�E\� WKH�JURXQG�� WKH�FR�FRQWUDFWLRQ�RI�
WKH� YDVWXV� ODWHUDOLV� DQG� PHGLDOLV� H[WHQGV� WKH�
NQHH�DQG�KHOSV�WR�SXOO�WKH�WKLJK�DQG�SHOYLV�RYHU�
WKH�WLELD���

*92'8-32����¯�%'8�%7�8,)-6�3;2�%28%+32-787
0XVFOHV�FDQ�DFW�DV�WKHLU�RZQ�DQWDJRQLVWV��GHSHQGLQJ�RQ�WKH�MRLQW�DQJOH�WKH\�FURVV��6HYHUDO�H[DPSOHV�
DUH�JLYHQ�EHORZ��

��� 7KH� XSSHU� ¿EHUV� RI� WKH� SHFWRUDOLV�PDMRU� DVVLVW� VKRXOGHU� ÀH[LRQ�� ZKLOH� WKH� ORZHU� ¿EHUV� DVVLVW�
VKRXOGHU�H[WHQVLRQ��

��� 7KH�XSSHU�¿EHUV�RI�WKH�WUDSH]LXV�HOHYDWH�WKH�VFDSXOD��ZKLOH�WKH�ORZHU�¿EHUV�GHSUHVV�WKH�VFDSXOD��

��� 7KH�DQWHULRU�¿EHUV�RI� WKH�GHOWRLG�ÀH[�DQG�KRUL]RQWDOO\�DGGXFW� WKH�KXPHUXV��ZKLOH�WKH�SRVWHULRU�
¿EHUV�H[WHQG�DQG�KRUL]RQWDOO\�DEGXFW�WKH�KXPHUXV��

��� 7KH�DQWHULRU�¿EHUV�RI� WKH�JOXWHXV�PHGLXV�ÀH[�DQG� LQWHUQDOO\�URWDWH� WKH�KLS��ZKLOH� WKH�SRVWHULRU�
¿EHUV�DVVLVW�H[WHQVLRQ�DQG�H[WHUQDO�URWDWLRQ�RI�WKH�KLS��

��� 7KH�PHGLDO�KHDG�RI�WKH�JDVWURFQHPLXV�LQWHUQDOO\�URWDWHV�WKH�WLELD��ZKLOH�WKH�ODWHUDO�KHDG�DVVLVWV�
H[WHUQDO�URWDWLRQ�RI�WKH�WLELD��

7KHVH�DQWDJRQLVWLF�UROHV�HQDEOH�PXVFOHV�WR�IXQFWLRQ�PRUH�HI¿FLHQWO\�DQG�SURGXFH�PRUH�ÀXLG�PRWLRQ�LQ�
YLUWXDOO\�DQ�LQ¿QLWH�YDULHW\�RI�MRLQW�SRVLWLRQV�DQG�IXQFWLRQDO�DFWLYLWLHV��
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*%7'-%
)DVFLD��D�VKHHW�RU�EDQG�RI�GHQVH��LUUHJXODU�FRQQHFWLYH�WLVVXH��FDQ�EH�IRXQG�WKURXJKRXW�WKH�KXPDQ�ERG\��
HVVHQWLDOO\�LQYHVWHG�ZLWKLQ�DOO�LWV�VWUXFWXUHV��7KH�MRLQW�FDSVXOHV�RI�GLDUWKURGLDO�MRLQWV��DSRQHXURVHV��IRU�
H[DPSOH�WKH�DEGRPLQDO�DSRQHXURVLV�DQG�WKRUDFROXPEDU�IDVFLD��DV�ZHOO�DV�OLJDPHQWV�DQG�PXVFOHV�DUH�
HVVHQWLDOO\�ZHOO�RUJDQL]HG�DUUDQJHPHQWV�RI�IDVFLD��6FKOHLS�HW�DO��������)DVFLD��QRW�XQOLNH�OLJDPHQWV��
ZDV�RQFH�WKRXJKW�WR�EH�DQ�LQHUW�FRQQHFWLYH�WLVVXH�IXQFWLRQLQJ�DV�D�VLPSOH�FRQQHFWLRQ�EHWZHHQ�PXVFOHV�
DQG�RUJDQV��5HFHQW�UHVHDUFK�KDV�LQGLFDWHG�WKDW�IDVFLD�LV�PXFK�PRUH�WKDQ�D�VLPSOH�FRQQHFWLYH�WLVVXH�
VWUXFWXUH�DQG�WKDW�LW� LQGHHG�FRQWDLQV�FRQWUDFWLOH�¿EHUV�WKDW�DUH�UHVSRQVLYH�WR�PHFKDQLFDO�VWLPXODWLRQ�
�6FKOHLS�DQG�.OLQJOHU��������,Q�IDFW��WKHVH�P\R¿EUREODVWV�KDYH�EHHQ�IRXQG�QRW�RQO\�LQ�IDVFLD�EXW�DOVR�
LQ�WKH�RWKHU��RIWHQ�WKRXJKW�RI�DV�SDVVLYH��VWUXFWXUH�RI�OLJDPHQWV��6FKOHLS�DQG�.OLQJOHU��������

7KHVH� FRQWUDFWLOH� ¿EHUV� KDYH� EHHQ� IRXQG� WR� EH�PRUH� FRQFHQWUDWHG� LQ� WRQLF�PXVFOH� WLVVXHV� WKDQ� LQ�
SKDVLF�PXVFOHV� DQG� WKHUHE\� DGG� LQFUHDVHG� VWLIIQHVV� WR� WKHVH�PXVFOHV� �6FKOHLS� DQG�.OLQJOHU� �������
7KLV�HYLGHQFH�VXJJHVWV�WKDW�LQFUHDVHG�VWLIIQHVV�LQ�WKH�WRQLF�PXVFXODWXUH�PD\�SOD\�DQ�LPSRUWDQW�UROH�LQ�
MRLQW�VWDELOL]DWLRQ�DQG�SRVWXUDO�VXSSRUW��$FWLYDWLRQ�RI�WKHVH�¿EHUV�PD\�KDYH�WKH�VKRUW�WHUP�EHQH¿W�RI�
LPSURYLQJ�UHÀH[LYH�PXVFOH�DFWLRQ�DQG�WKHUHIRUH�LPSURYLQJ�MRLQW�VWLIIQHVV��6FKOHLS�HW�DO��������

'\VIXQFWLRQ�RI�WKH�FRQWUDFWLOH�HOHPHQWV�RI�WKH�PXVFXORIDVFLDO�V\VWHP�KDV�EHHQ�VXJJHVWHG�DV�RQH�RI�
WKH�FRQWULEXWRUV�RI�FKURQLF�SDLQ��,QKLELWLRQ�RI�WKH�OLJDPHQWRXV�PHFKDQRUHFHSWRUV�KDV�EHHQ�VKRZQ�WR�
GHFUHDVH�PXVFOH�DFWLYDWLRQ�UHVSRQVHV��:KLOH�WKLV�UHVSRQVH�KDV�RQO\�EHHQ�WHVWHG�LQ�FDWV��LW�LV�SRVWXODWHG�
WKDW� D� VLPLODU� UHVSRQVH� LV� SUHVHQW� LQ�KXPDQV� DQG�PD\�H[SODLQ�PXVFOH� LQKLELWLRQ� IROORZLQJ� LQMXULHV�
WR� VRIW� WLVVXH� VWUXFWXUHV� RI� MRLQWV�� ,QGLYLGXDOV� ZLWK� FKURQLF� ORZ� EDFN� SDLQ� GHPRQVWUDWH� GHFUHDVHG�
FRQFHQWUDWLRQV�RI�PHFKDQRUHFHSWRUV��ZKLFK�FDQ�DOWHU�SURSULRFHSWLRQ�DQG�LGHDO�FRRUGLQDWLRQ�RI�PXVFOH�
DFWLYDWLRQ��'HFUHDVHV�LQ�ERWK�OLJDPHQWRXV�DQG�IDVFLDO�WLVVXH�FRQFHQWUDWLRQV�RI�WKHVH�PHFKDQRUHFHSWRUV�
DIIHFW�ERWK�WKH�DELOLW\�WR�JHQHUDWH�DSSURSULDWH�OHYHOV�RI�WLVVXH�DQG�WKHUHIRUH�MRLQW�VWLIIQHVV��DV�ZHOO�DV�
GLPLQLVK�WKH�SURSULRFHSWLYH�IHHGEDFN�IURP�WKHVH�WLVVXHV�WR�WKH�FHQWUDO�QHUYRXV�V\VWHP��

�

/I]�8S�7YGGIWW
1EOMRK�7IRWI�SJ�1YWGPI�*YRGXMSR

1YWGPIW�JYRGXMSR�MR�XLI�XVEHMXMSREP�WIRWI�SJ�FVMRKMRK�XLI�HMWXEP� MRWIVXMSR�TSMRX�GPSWIV�XS�XLI�TVS\MQEP�
SVMKMR��,S[IZIV�� XLI]�EPWS�LEZI�ER� MQTSVXERX� JYRGXMSR� MR�HVE[MRK� XLI�TVS\MQEP�QYWGPI�EXXEGLQIRXW�
XS[EVHW�XLI�HMWXEP�EXXEGLQIRXW��-X�MW�MQTSVXERX�XS�IZEPYEXI�FSXL�XLIWI�JYRGXMSRW�MR�XLI�VILEFMPMXEXMSR�ERH�
XVEMRMRK�SJ�QSZIQIRX�H]WJYRGXMSR������

/)=�� 1YWGPIW� QYWX� FI� IZEPYEXIH� FEWIH� SR� XLIMV� EXXEGLQIRXW�� *YRGXMSREP� I\IVGMWI� GER� XLIR� FI�
VIGSQQIRHIH�SR�XLI�FEWMW�SJ�FSXL�XLIMV�MRWIVXMSR�XS�SVMKMR�ERH�SVMKMR�XS�MRWIVXMSR�JYRGXMSRW��HITIRHMRK�
SR�XLI�HIWMVIH�KSEPW�SJ�XLI�TEXXIVRW�
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$�PDJQLÀFDWLRQ�RI�P\RIDVFLDO� WLVVXH� ²� LQGLYLGXDO�
PXVFOH� ÀEHUV� ZLWKLQ� WKH� FRWWRQ� ÁRVV� RI� WKH�
HQGRP\VLDO� IDVFLD�� 3KRWRJUDSK� FRXUWHV\� RI� 5RQ�
7KRPSVRQ�

*92'8-327�3*�*%7'-%
)DVFLD�SURYLGHV�DQ�LQWHUFRQQHFWLRQ�EHWZHHQ�DOO�FRPSRQHQWV�RI�WKH�KXPDQ�ERG\��LQFOXGLQJ�FRQQHFWLRQV�
IURP�PXVFOH�WR�PXVFOH��IRUPLQJ�FRQWLQXRXV�FKDLQV�RI�PXVFOHV���WHQGRQ�WR�ERQH��WHQGRQ�WR�OLJDPHQW�
RU�MRLQW�FDSVXOH��WKHUHE\�LPSURYLQJ�G\QDPLF�MRLQW�VXSSRUW���ERQH�WR�ERQH��YLVFHUD�WR�ERQH��DQG�YLVFHUD�
WR�YLVFHUD��&ROOHFWLYHO\��WKHVH�UHODWLRQVKLSV�IRUP�DQ�LQWHUGHSHQGHQW�V\VWHP�UHVSRQVLEOH�IRU�VXSSRUWLQJ��
UHVLVWLQJ��DQG�PRYLQJ�WKH�ERG\��7KLV�LQWHUGHSHQGHQFH�DLGV�LQ�WKH�GHYHORSPHQW�DQG�FRQWURO�RI�WHQVHJULW\�
ZLWKLQ�WKH�KXPDQ�ERG\�

&RLQHG�E\�%XFNPLQVWHU�)XOOHU��DUFKLWHFW�DQG�DXWKRU��LQ�������µWHQVHJULW\¶�GHVFULEHV�WKH�DELOLW\�RI�WKH�
PXVFXORIDVFLDO� V\VWHP� WR�GHYHORS� WHQVLRQ� DQG�PDLQWDLQ� WKH� LQWHJULW\� RI� WKH� V\VWHP��7KH� WHQVHJULW\�
PRGHO�LV�EDVHG�RQ�DQ�DUFKLWHFWXUDO�GHVLJQ�WKDW�IHDWXUHV�D�FRQWLQXRXV�WHQVLRQ�UHVLVWDQW�FRQQHFWLYH�V\VWHP�
DQG�QRQ�FRQWLQXRXV�FRPSUHVVLRQ�UHVLVWDQW�URGV�RU�EHDPV��ERQHV���)RU�H[DPSOH��WKH�JX\�ZLUHV�RI�D�WHQW�
IXQFWLRQ�DV�WKH�QRQ�FRQWUDFWLOH�WHQVLRQ�UHJXODWRUV��ZKLOH�WKH�FHQWUDO�DQG�VXSSRUWLYH�EHDPV�RI�WKH�WHQW�DFW�
DV�WKH�FRPSUHVVLRQ�UHVLVWDQW�EHDPV��,Q�WKH�KXPDQ�ERG\��WKH�P\RIDVFLDO�OLJDPHQWRXV�V\VWHP�IXQFWLRQV�
DV�WKH�WHQVLRQ�UHJXODWRUV��ZKLOH�WKH�ERQHV�RSSRVH�WKH�FRPSUHVVLYH�IRUFHV�RI�JUDYLW\��ERG\�ZHLJKW��DQG�

7HQVHJULW\� VWUXFWXUHV�� ZKHQ� VWUHVVHG�� WHQG� WR�
GLVWULEXWH� UDWKHU� WKDQ� FRQFHQWUDWH� VWUDLQ�� 7KH�
ERG\� GRHV� WKH� VDPH�� ZLWK� WKH� UHVXOW� WKDW� ORFDO�
LQMXULHV� VRRQ� EHFRPH� JOREDO� VWUDLQ� SDWWHUQV��
3KRWRJUDSK�FRXUWHV\�RI�7RP�)OHPRQV�
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H[WHUQDO� ORDGV� DV�ZHOO� DV� WKRVH� IURP�PXVFXODU� FRQWUDFWLRQ��7HQVHJULW\� HQDEOHV� WKH�PXVFXORVNHOHWDO�
V\VWHP�WKH�DELOLW\�WR�SURYLGH�VLJQL¿FDQW�EXW�\LHOGLQJ�VXSSRUW��ZLWKRXW��KRZHYHU��VXFFXPELQJ�WR�HLWKHU�
H[WHUQDOO\�RU�LQWHUQDOO\�JHQHUDWHG�IRUFHV��7KH�ORVV�RI�WKLV�WHQVHJULW\�IXQFWLRQ�DV�D�UHVXOW�RI�DFXWH�WUDXPD�
�VXUJHU\�RU�PRWRU�YHKLFOH�DFFLGHQW��RU� UHSHWLWLYH� WUDXPD��KDELWXDO�PRYHPHQW�SDWWHUQV��GLVUXSWV� WKLV�
WHQVHJULW\�IXQFWLRQ�DQG�OHDGV�WKH�FOLHQW�WR�DGRSW�FRPSHQVDWRU\�VWDELOL]DWLRQ�DQG�PRYHPHQW�VWUDWHJLHV��
%HFDXVH�RI�WKH�LQWHUFRQQHFWHG�QDWXUH�RI�WKH�WHQVHJULW\�V\VWHP��DOWHUDWLRQV�LQ�IDVFLDO�WHQVLRQ�DQ\ZKHUH�
DORQJ�WKH�NLQHWLF�FKDLQ�ZLOO�UHQGHU�HIIHFWV�DFURVV�WKH�V\VWHP��

8=4)7�3*�*%7'-%
)DVFLD�FDQ�EH�IRXQG�ERWK�VXSHU¿FLDOO\��VXFK�DV�LQ�WKH�WKRUDFROXPEDU�DQG�SODQWDU�IDVFLD��DQG�DW�D�GHHSHU�
OHYHO��7KH�VXSHU¿FLDO�OD\HU�KHOSV�VXSSRUW�WKH�VNLQ��QXPHURXV�PXVFOH�DWWDFKPHQWV��DQG�WKH�IDW�SDGV�DV�
LQ�WKH�IHHW��,W�KDV�DOVR�EHHQ�VXJJHVWHG�WKDW�IDVFLDO�WKLFNHQLQJV��NQRZQ�DV�µUHWLQDFXOXP¶��RYHU�WKH�KDQGV�
DQG�IHHW�KHOS�NHHS�WKH�WHQGRQV�IURP�ERZLQJ�GXULQJ�¿QJHU�DQG�WRH�ÀH[LRQ��6LPLODUO\��WKH�WKRUDFROXPEDU�
IDVFLD�IXQFWLRQV�WR�UHVWULFW�WKH�FRQWUDFWLRQ�RI�WKH�OXPEDU�HUHFWRU�VSLQDH�WR�KHOS�µVWLIIHQ¶�WKH�WUXQN��7KH�
GHHSHU�IDVFLDO�OD\HUV�VXSSRUW�WKH�PXVFOHV�DQG�YLVFHUD�DV�ZHOO�DV�SURYLGH�D�SDWKZD\�IRU�EORRG�YHVVHOV�
DQG�QHUYHV��

:KLOH�GLVSHUVHG�DPRQJ�DOO� WKH� WLVVXHV�RI� WKH�ERG\��DUHDV� WKDW�H[KLELW� LQFUHDVHG�DFWLYLW\�DQG�UHTXLUH�
H[WUD�VXSSRUW�±�VXFK�DV�WKH�ORZ�EDFN��KLS��DQG�IRRW�±�GHPRQVWUDWH�DQ�LQFUHDVHG�WKLFNQHVV�RI�IDVFLD��
$GGLWLRQDOO\�� WKHVH�DUHDV�KDYH�EHHQ�VKRZQ�WR�FRQWDLQ�DQ� LQFUHDVHG�FRQFHQWUDWLRQ�RI�P\R¿EUREODVWV�
�6FKOHLS�HW�DO��������

:KLOH� IDVFLDO� WKLFNHQLQJV� DUH� HYLGHQW� WKURXJKRXW� WKH� ERG\�� WKHUH� DUH� IRXU� GLVWLQFW� WKLFNHQLQJV� RI�
WKHVH�P\RIDVFLDO�QHWZRUNV�WKDW�GLUHFWO\�DLG�VXSSRUW�RI�WKH�ORZ�EDFN��KLS��DQG�IRRW��7KHVH�LQFOXGH�WKH�
WKRUDFROXPEDU�IDVFLD�RI�WKH�EDFN��WKH�DEGRPLQDO�DSRQHXURVLV��WKH�IDVFLD�ODWD�RI�WKH�OHJ��DQG�WKH�SODQWDU�
IDVFLD�RI�WKH�IRRW�DQG�ZLOO�EH�GLVFXVVHG�EULHÀ\�EHORZ�

8,)�8,36%'3091&%6�*%7'-%

7KHUH�DUH�WKUHH�OD\HUV�RI�WKH�WKRUDFROXPEDU�IDVFLD��7/)���ZKLFK�IXQFWLRQ�WR�PDLQWDLQ�LQWHJULW\�RI�WKH�
WKRUDFRSHOYLF�FDQLVWHU��73&���7KH�DQWHULRU�OD\HU�FRQQHFWV�WKH�TXDGUDWXV�OXPERUXP�DQG�LQWHUWUDQVYHUVH�
OLJDPHQWV��7KH�GLDSKUDJP�DQG�SVRDV�PDMRU�KDYH�H[WHQVLYH� IDVFLDO� FRQQHFWLRQV� WR� WKLV� OD\HU��ZKLFK�
IXQFWLRQV�WR�FR�DFWLYDWH�DQG�VWDELOL]H�WKH�WKRUDFROXPEDU�MXQFWLRQ�RI�WKH�73&��7KH�PLGGOH�OD\HU�EOHQGV�
ZLWK�WKH�DQWHULRU�OD\HU�DQG�SURYLGHV�DWWDFKPHQWV�IRU�WKH�WUDQVYHUVXV�DEGRPLQLV�PXVFOH��7KH�SRVWHULRU�
OD\HU�EOHQGV�ZLWK�WKH�RWKHU�WZR�OD\HUV�DQG�HQYHORSV�WKH�HUHFWRU�VSLQDH�PXVFXODWXUH��,W�DOVR�FRQQHFWV�WKH�
FRQWUDODWHUDO�ODWLVVLPXV�GRUVL�DQG�JOXWHXV�PD[LPXV��IRUPLQJ�WKH�SRVWHULRU�REOLTXH�FKDLQ��7KH�7/)�LV�
LPSRUWDQW�LQ�VWDELOL]LQJ�WKH�73&�DQG�VDFURLOLDF�MRLQWV��DV�ZHOO�DV�DGGLQJ�VXSSRUW�WR�WKH�VKRXOGHU�DQG�KLS�
FRPSOH[HV��,W�LV�DOVR�LPSRUWDQW�LQ�URWDWLRQDO�FRQWURO�RI�WKH�WUXQN�DQG�VSLQH��7KHUHIRUH��DOWHUDWLRQV�LQ�WKH�
SRVLWLRQ�DQG�RU�FRQWURO�RI�WKH�H[WUHPLWLHV�FDQ�DIIHFW�VWDELOLW\�RI�WKH�73&�DQG�YLFH�YHUVD�
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8,)�%&(31-2%0�*%7'-%

7KH�DEGRPLQDO�IDVFLD��DOVR�UHIHUUHG�WR�DV�WKH�µDEGRPLQDO�DSRQHXURVLV¶��FRPSULVHV�VHYHUDO�DOWHUQDWLQJ�
OD\HUV� WKDW� SURYLGH� DWWDFKPHQW� VLWHV� IRU� WKH� DEGRPLQDO�PXVFOHV��7KH� DEGRPLQDO�PXVFOHV� DQG� WKHLU�
LQYHVWHG� IDVFLD� IRUP� VHYHUDO� GHFXVVDWLQJ� OD\HUV� �FURVV� DW� DQJOHV� WKDW� IRUP� DQ� µ;¶� SDWWHUQ�� WKDW� DUH�
LQWHJUDO�WR�WKH�VWDELOLW\�RI�WKH�73&�DQG�WKHUHIRUH�VWDELOL]DWLRQ�RI�WKH�KLS�DQG�VKRXOGHU�FRPSOH[HV��

7KH� GHHSHVW� RI� WKH� DEGRPLQDO� PXVFOHV�� WKH� WUDQVYHUVXV� DEGRPLQLV�� KDV� DWWDFKPHQWV� WR� ERWK� WKH�
DEGRPLQDO� IDVFLD�DQG� WKH�7/)�� ,WV�¿EHUV�DUH� WKH�RQO\�SXUH�KRUL]RQWDOO\�RULHQWHG�¿EHUV� LQ� WKH�ERG\��
VXJJHVWLQJ� LWV� LPSRUWDQW� UROH� LQ� VWDELOL]DWLRQ� DQG� PDLQWDLQLQJ� LQWHJULW\� RI� WKH� 73&�� 7KH� H[WHUQDO�
REOLTXH��WKH�ODUJHVW�RI�WKH�DEGRPLQDO�PXVFOHV��LQWHUGLJLWDWHV�ZLWK�WKH�VHUUDWXV�DQWHULRU�PXVFOH�DW�WKH�
DQWHURODWHUDO�FRVWDO�PDUJLQV�DQG�LQVHUWV�LQWR�WKH�DQWHULRU�DEGRPLQDO�IDVFLD��,W�IDVFLDOO\�EOHQGV�ZLWK�WKH�
FRQWUDODWHUDO�LQWHUQDO�REOLTXH�PXVFOH�WR�IRUP�D�PXVFXODU�FKDLQ�DURXQG�WKH�DQWHULRU�DVSHFW�RI�WKH�WKRUD[�
DQG�DEGRPHQ��7KH�UHFWXV�DEGRPLQLV�IDVFLDOO\�EOHQGV�GLVWDOO\�ZLWK�WKH�WUDQVYHUVXV�DEGRPLQLV��LQWHUQDO�
REOLTXH��S\UDPLGDOLV��DQG�DGGXFWRU�ORQJXV�PXVFOHV�DW�WKH�SXELF�V\PSK\VLV�DQG�WKXV�KHOSV�WR�VWDELOL]H�
WKLV�MRLQW��,QWHUHVWLQJO\��WKH�S\UDPLGDOLV��DQ�RIWHQ�IRUJRWWHQ�DEGRPLQDO�PXVFOH��LV�DOVR�UHVSRQVLEOH�IRU�
WHQVLQJ� WKH� OLQHD�DOED��ZKLFK�PD\�KHOS�FUHDWH�D�EHWWHU� IDVFLDO�SXOO�RQ� WKH� OLQHD�DOED� IURP� WKH�RWKHU�
DEGRPLQDO�PXVFOHV��&OLQLFDOO\�VSHDNLQJ��WKLV�PXVFOH�ZLOO�FRPPRQO\�GHPRQVWUDWH�LQKLELWLRQ�LQ�FOLHQWV�
ZKR�KDYH�ORVW�LQWHUQDO�KLS�URWDWLRQ��QHFHVVLWDWLQJ�D�VSHFL¿F�FRUUHFWLYH�LQWHUYHQWLRQ�RI�WKH�S\UDPLGDOLV�
ZKHQ�DWWHPSWLQJ�WR�UHVWRUH�KLS�UDQJH�RI�PRWLRQ���

����,QWHUQDO�REOLTXH
7UDQVYHUVXV��
DEGRPLQLV

/XPEDU�YHUWHEUD

3VRDV�PDMRU

4XDGUDWXV��
OXPERUXP

(UHFWRU�VSLQDH

7KRUDFROXPEDU��
IDVFLD

3RVWHULRU�OD\HU

0LGGOH�OD\HU

$QWHULRU�OD\HU

5HFWXV�DEGRPLQLV

7UDQVYHUVDOLV�IDVFLD

([WHUQDO�REOLTXH

b

/LQHD�DOED

3RVWHULRU�OD\HU��
RI�UHFWXV�VKHDWK

7UDQVYHUVXV��
DEGRPLQLV

$SRQHXURVLV�RI��
LQWHUQDO�REOLTXH��
PXVFOH

5HFWXV�DEGRPLQLV
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8,)�*%7'-%�0%8%

7KH�IDVFLD�ODWD��DOVR�UHIHUUHG�WR�DV�WKH�µLOLRWLELDO�WUDFW¶��LV�RQH�RI�WKH�WKLFNHVW�H[SDQVLRQV�RI�IDVFLD�ZLWKLQ�
WKH� ERG\� DQG� SURYLGHV� SUR[LPDO� DWWDFKPHQWV� IRU� ERWK� WKH� JOXWHXV�PD[LPXV� DQG� WKH� WHQVRU� IDVFLDH�
ODWDH��ZKLFK�WDNHV�LWV�QDPH�IURP�LWV� LQVHUWLRQ�SRLQW��7KH�LOLRWLELDO� WUDFW� OLHV�VXSHU¿FLDO� WR�WKH�YDVWXV�
ODWHUDOLV�DQG�LQVHUWV�GLVWDOO\�LQWR�*HUG\¶V�WXEHUFOH�DW�WKH�ODWHUDO�WLELDO�FRQG\OH��&RQWUDFWLRQ�RI�WKH�YDVWXV�
ODWHUDOLV�FDXVHV� LW� WR�SXVK� ODWHUDOO\� LQWR� WKH� LOLRWLELDO� IDVFLD��GHYHORSLQJ�D�K\GUDXOLF�DPSOL¿HU�HIIHFW�
XSRQ�WKH�LOLRWLELDO�WUDFW��$ORQJ�ZLWK�FR�FRQWUDFWLRQ�RI�WKH�JOXWHXV�PD[LPXV�DQG�WHQVRU�IDVFLDH�ODWDH��
WKLV�DFWLYDWLRQ�KHOSV�FRQYHUW�WKH�ORZHU�H[WUHPLW\�LQWR�D�ULJLG�OHYHU�IRU�VXSSRUWLQJ�ERG\�ZHLJKW�GXULQJ�
FORVHG�FKDLQ�ORZHU�H[WUHPLW\�PRYHPHQWV���

8,)�40%28%6�*%7'-%

7KH�SODQWDU� IDVFLD�� HVVHQWLDOO\� D� FRQWLQXDWLRQ�RI� WKH�$FKLOOHV� WHQGRQ�� DWWDFKHV� IURP� WKH�EDVH�RI� WKH�
FDOFDQHXV��FRYHUV� WKH�ERWWRP�RI� WKH� IRRW��DQG� LQVHUWV� LQWR�DOO�¿YH�GLJLWV�RI� WKH� IRRW��7KLV�EDQG�DFWV�
DV�ERWK�D�VXSSRUW�RI�WKH�XQGHUO\LQJ�PXVFOHV��WKHUHE\�DVVLVWLQJ�VWDELOL]DWLRQ�RI�WKH�IRRW��DQG�D�VKRFN�
DEVRUEHU�IRU�WKH�ERG\��,W�KDV�EHHQ�UHIHUUHG�WR�DV�D�SULPH�VWDELOL]HU�LQ�WKDW�LW�KHOSV�SUHYHQW�FROODSVLQJ�RI�
WKH�PLG�IRRW�GXULQJ�WKH�PLGVWDQFH�SKDVH�RI�JDLW�DV�WKH�SHUVRQ¶V�ERG\�ZHLJKW�SDVVHV�RYHU�WKH�VXSSRUWLQJ�
VWUXFWXUH�RI�WKH�IRRW��7KURXJK�LWV�FRQQHFWLRQV�WR�WKH�$FKLOOHV�WHQGRQ��JDVWURFQHPLXV��KDPVWULQJ�FRPSOH[��
VDFURWXEHURXV�OLJDPHQWV��HUHFWRU�VSLQDH��DQG�HSLFUDQLDO�IDVFLD��WKH�SODQWDU�IDVFLD�KDV�HVVHQWLDOO\�GLUHFW�
FRPPXQLFDWLRQ�ZLWK� WKH� HQWLUH� ERG\�� ,QKLELWLRQ�RI� WKH� LQWULQVLF� IRRW�PXVFXODWXUH� FDQ�RIWHQ� OHDG� WR�
ORVVHV�RI�VWUXFWXUDO�LQWHJULW\�ZLWKLQ�WKH�SODQWDU�IDVFLD��ZKLFK�FRQWULEXWHV�WR�LQFUHDVHG�SURQDWRU\�VWUHVVHV�
DW�WKH�KLS��NQHH��DQG�DQNOH�IRRW�FRPSOH[HV��DQG�UHVXOWDQW�VWDELOL]DWLRQ�LVVXHV�RI�WKH�OXPERSHOYLF�UHJLRQ��
/LNHZLVH��SRRU�SUR[LPDO�FRQWURO�RI�WKH�73&�DQG�RU�ORZHU�H[WUHPLW\�SURQDWLRQ�WHQGV�WR�RYHUORDG�WKH�
SODQWDU�IDVFLD��FUHDWLQJ�PDQ\�RI�WKH�FRPPRQ�ORZHU�H[WUHPLW\�FRPSDUWPHQW�DQG�RYHUXVH�V\QGURPHV��

*%7'-%0�6)74327)�83�86%91%�%2(�-2.96=
7UDXPD�DQG�LQMXU\�KDYH�EHHQ�VKRZQ�WR�GHFUHDVH�WKH�FRQFHQWUDWLRQ�RI�LQWUDIDVFLDO�VXEVWDQFHV�VXFK�DV�
W\SH�,�FROODJHQ�DQG�K\DOXURQLF�DFLG��7KLV�FDXVHV�DOWHUDWLRQV�LQ�IDVFLDO�WLVVXH�WKDW�IDYRUV�WKH�LQLWLDWLRQ�
RI�LQÀDPPDWLRQ�DQG�VFDU�IRUPDWLRQ��ZKLOH�KLQGHULQJ�PXVFOH�UHFRYHU\��/LQGVD\��������7KLV�LV�DQRWKHU�
FDXVH�DQG�SHUSHWXDWRU�RI�PRYHPHQW�G\VIXQFWLRQV�RI�WKH�KLS�DQG�VKRXOGHU�FRPSOH[HV��

*%7'-%�%2(�,=(6%8-32�
7KH�P\RIDVFLDO�V\VWHP�LV�VHQVLWLYH�WR�K\GUDWLRQ�OHYHOV�LQ�WKH�ERG\��(DUO\�VLJQV�RI�GHK\GUDWLRQ�DUH�
FUDPSLQJ�DQG�IDWLJXH��ZKLOH� MRLQW�DQG�PXVFOH�SDLQ�FDQ�EH� LQGLFDWLYH�RI�PRUH�DGYDQFHG�VWDJHV�RI�
GHK\GUDWLRQ��0H\HURZLW]�������%DWPDQJKHOLGM��������,PSURSHU�K\GUDWLRQ�OHYHOV�IURP�H[RJHQRXV�
VRXUFHV��QRW�FRQVXPLQJ�HQRXJK�K\GUDWLQJ�ÀXLGV�DQG�RU�RYHUFRQVXPSWLRQ�RI�GHK\GUDWLQJ�ÀXLGV���DV�
ZHOO�DV�LPPRELOL]DWLRQ��HLWKHU�SRVW�LQMXU\�RU�DV�D�UHVXOW�RI�FKURQLF�OLPLWDWLRQV�LQ�UDQJH�RI�PRWLRQ���
FDQ�OHDG�WR�GHFUHDVHG�WLVVXH�PRELOLW\��FUHDWLQJ�DGKHVLRQV��DQG�SURPRWH�VFDU�WLVVXH�IRUPDWLRQ�ZLWKLQ�
WKH� IDVFLD� �/LQGVD\� ������� %H\RQG� WKH� REYLRXV� EHQH¿WV� RI� PDLQWDLQLQJ� SURSHU� LQWUDFHOOXODU� DQG�
EORRG�ÀXLG�YROXPHV��DGHTXDWH�K\GUDWLRQ�KDV�EHHQ�VXJJHVWHG�DV�D�PHDQV�RI�LPSURYLQJ�WLVVXH�PRELOLW\�
ZLWKLQ�WKH�IDVFLD��/LQGVD\�������&KHN�������0H\HURZLW]�������%DWPDQJKHOLGM��������7KH�ORVV�RI�
WLVVXH�PRELOLW\�ZLWKLQ�WKH�IDVFLD�LV�RQH�VLJQL¿FDQW�FRQWULEXWRU�WR�ORVV�RI�PRYHPHQW�HI¿FLHQF\�DQG�
WKH�UHDVRQ�IRU�LQVWLWXWLQJ�VSHFL¿F�VRIW�WLVVXH�WHFKQLTXHV�VXFK�DV�P\RIDVFLDO�UHOHDVH��RULJLQ�LQVHUWLRQ�
WHFKQLTXHV��DQG�RU�IRDP�UROOLQJ�SULRU�WR�WKH�LQLWLDWLRQ�RI�FRUUHFWLYH�H[HUFLVH��
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/I]�8S�7YGGIWW
'ER�-QTVSZMRK�,]HVEXMSR�0IZIPW��
%MH�1SZIQIRX#�

%W� RSXIH�� L]HVEXMSR� PIZIPW� [MXLMR� XLI� FSH]� GER� EJJIGX� XMWWYI�QSFMPMX]�� &YX� GER� MQTVSZMRK� L]HVEXMSR�
PIZIPW�QEMRXEMR�ERH�SV� MQTVSZI� XLI�HIZIPSTQIRX�SJ� MHIEP�QSZIQIRX�TEXXIVRW#�9RJSVXYREXIP]�� XLMW� MW�
E�GLEPPIRKMRK�UYIWXMSR�XS�ERW[IV�FIGEYWI�XLIVI�MW�PMXXPI�IZMHIRGI�XS�WYKKIWX�XLEX�XLMW�MW�IZIR�TSWWMFPI��
8LIVI�MW�IZMHIRGI�SJ�QYWGPI�GVEQTMRK�ERH�HIGVIEWIH�TIVJSVQERGI�[MXL�PEGO�SJ�TVSTIV�L]HVEXMSR��ERH�
MREHIUYEXI�L]HVEXMSR�LEW�FIIR�WLS[R�XS�GVIEXI�WTIGM½G�GLERKIW��WYGL�EW�XLI�HIZIPSTQIRX�SJ�EHLIWMSRW�
[MXLMR� XLI� Q]SJEWGMEP� W]WXIQ�� XLEX� [MPP� YRHSYFXIHP]� EJJIGX� QSZIQIRX� TEXXIVRW��8LIVI� MW�� LS[IZIV��
ERIGHSXEP�IZMHIRGI�JVSQ�EPXIVREXMZI�LIEPXL�TVEGXMXMSRIVW�WYKKIWXMRK�XLI�FIRI½GMEP�VIPEXMSRWLMT�FIX[IIR�
TVSTIV�L]HVEXMSR�ERH�LIEPXL��*SV�I\EQTPI��+SSHLIEVX�RSXIH�XLEX�TEXMIRXW�[LS�[IVI�HIL]HVEXIH�[SYPH�
HIQSRWXVEXI�QYPXMTPI�QYWGPI�[IEORIWWIW�HYVMRK�QYWGPI�XIWXMRK��ERH�XLEX�HVMROMRK�E�KPEWW�SJ�[EXIV�[SYPH�
VIWXSVI�KIRIVEPM^IH�WXVIRKXL��GMXIH�MR�;EPXLIV�����
��

7S�LS[�QYGL�[EXIV�SV�¾YMH�WLSYPH�ER� MRHMZMHYEP�GSRWYQI� JSV�STXMQEP�LIEPXL�ERH�QYWGPI� JYRGXMSR#�
9RJSVXYREXIP]��XLMW�MW�EPQSWX�E�VLIXSVMGEP�UYIWXMSR�FEWIH�YTSR�[LS�MW�UYIWXMSRIH�EW�XLIVI�EVI�WS�QER]�
ZEVMIH�STMRMSRW�SR�XLI�XSTMG��%RH�SJXIR�XLI�VIWIEVGL�SRP]�EHHW�XS�XLI�GSRJYWMSR��*SV�I\EQTPI��SRI�
WXYH]�PSSOMRK�EX�XLI�IJJIGXW�SJ�GEJJIMREXIH�ERH�RSR�GEJJIMREXIH�FIZIVEKIW�WLS[IH�XLEX�XLIVI�[IVI�RS�
WMKRM½GERX�GLERKIW�XS�XLI�L]HVEXMSR�PIZIPW�SJ�LIEPXL]�QIR�[MXL�XLI�GSRWYQTXMSR�SJ�L]HVEXMSR�GEVFSREXIH��
GEJJIMREXIH�GEPSVMG�ERH�RSR�GEPSVMG�GSPEW��ERH�GSJJII��,S[IZIV��ER�MRXIVIWXMRK�RSXI�MW�XLEX�XLMW�WXYH]�[EW�
JYRHIH�F]�E�KVERX� JVSQ�8LI�'SGE�'SPE�'SQTER]��+VERHOIER�IX�EP�����
��7MQMPEV�WXYHMIW� JSYRH�RS�
HMJJIVIRGI�MR�L]HVEXMSR�PIZIPW�FIX[IIR�GSRWYQMRK�TPEMR�[EXIV�ZIVWYW�SXLIV�FIZIVEKIW�

7S�[LEX�EFSYX�XLI��¯��KPEWWIW�SJ�[EXIV�TIV�HE]�VYPI#�;LMPI���KPEWWIW�TIV�HE]�LEW�YRWGMIRXM½GEPP]�WXSSH�
XLI�XIWX�SJ�XMQI�EW�XLI�KSPH�WXERHEVH��XLMW�[SYPH�IUYEXI�XS�EFSYX����SYRGIW�TIV�HE]����KPEWWIW�EX���S^�
TIV�KPEWW
��-X�MW�YRPMOIP]�XLEX�QSWX�SJ�XLI�TSTYPEXMSR�HVMROW�XLMW�QYGL�[EXIV�ERH�MW�SJXIR�GSRXVEHMGXIH�
F]�VIWIEVGLIVW�[LS�WYKKIWX�XLIVI�MW�RS�TVSSJ�SJ�RIIHMRK�XS�GSRWYQI�XLMW�EQSYRX��:EPXMR�����
��-X�MW�
MRXIVIWXMRK�XS�RSXI��LS[IZIV��XLEX����SYRGIW�SJ�¾YMH�MRXEOI�[EW�RSX�IRSYKL�XS�VITPEGI�XLI�¾YMH�[IMKLX�
PSWX�MR�XLI�VIWIEVGL�WYFNIGXW�MR�XLI�WXYH]�GSRHYGXIH�F]�+VERHOIER�ERH�GSPPIEKYIW��-R�JEGX��XLI�EYXLSVW�
WYKKIWX�XLEX�TIVLETW�XLI����SYRGIW�¾YMH�VIGSQQIRHEXMSR�MW�RSX�E�WYJ½GMIRX�UYERXMX]�JSV�QEMRXEMRMRK�
EHIUYEXI� L]HVEXMSR� PIZIPW� ERH� EPWS� QEOI� RSXI� SJ� VIWIEVGL� XLEX� WYTTSVXW� XLI� MRZIVWI� VIPEXMSRWLMT�
FIX[IIR�¾YMH�GSRWYQTXMSR�ERH�GERGIV�VMWOW��+VERHOIER�IX�EP�����
��

.(<��7S�NYWX�LS[�QYGL�[EXIV�WLSYPH�FI�GSRWYQIH�SR�E�HEMP]�FEWMW�JSV�STXMQEP�LIEPXL#�8LI�GSRWIRWYW�
EQSRK�LIEPXL�I\TIVXW��MR�SXLIV�[SVHW�XLSWI�[LS�PSSO�XS�STXMQM^I�LIEPXL�ERH�RSX�QIVIP]�PSSO�EX�XLI�
EFWIRGI�SJ�HMWIEWI�EW�E�WMKR�SJ�LIEPXL��MW�XLEX�XLIVI�MW�E�GLVSRMG�HIL]HVEXMSR�ITMHIQMG��4EYP�'LIO�ERH�
7XIZI�1I]IVS[MX^�VIGSQQIRH�SRI�LEPJ�SJ�ER�MRHMZMHYEP´W�FSH]�[IMKLX�MR�SYRGIW�����S^�SJ�[EXIV�JSV�
WSQISRI�[IMKLMRK�����PF
��[LMPI�1EVO�0MRHWE]�VIGSQQIRHW�����SYRGIW�XMQIW�FSH]�[IMKLX�MR�TSYRHW�
�����S^�JSV�WSQISRI�[IMKLMRK�����PF
�JSV�EGLMIZMRK�STXMQEP�LIEPXL�ERH�XMWWYI�QSFMPMX]��)ZIR�KVIEXIV�¾YMH�
MRXEOI�LEW�FIIR�VIGSQQIRHIH�JSV�XLSWI�MRHMZMHYEPW�[LS�EVI�I\IVGMWMRK�ERH�W[IEXMRK�TVSJYWIP]��;LMPI�
XLIVI�WIIQW�XS�FI�RS�EKVIIQIRX�FIX[IIR�XLI�VIWIEVGLIVW�ERH�XLI�LIEPXL�I\TIVXW��XLIVI� MW�IRSYKL�
ERIGHSXEP�GPMRMGEP�IZMHIRGI�XS�WYKKIWX�XLEX�MRGVIEWIH�[EXIV�GSRWYQTXMSR�MW�[EVVERXIH�JSV�EGLMIZMRK�ERH�
QEMRXEMRMRK�XMWWYI�QSFMPMX]�ERH�SZIVEPP�LIEPXL�JSV�QSWX�MRHMZMHYEPW��
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FKDSWHU�
(IZIPSTMRK�1SZIQIRX
',%48)6�3&.)'8-:)7
8S�MHIRXMJ]�XLI�FEWMG�TEXXIVRW�SJ�GLMPH�HIZIPSTQIRX�ERH�EHYPX�QSZIQIRX�

8S�YRHIVWXERH�XLI�OI]�VIEWSRW�JSV�XLI�PSWW�SJ�QSZIQIRX�IJ½GMIRG]

3283+)2)7-7�13()0�3*�*92'8-32
7KH�GHYHORSPHQW�RI� WKH�KXPDQ�EHLQJ��RWKHUZLVH�NQRZQ�DV�µRQWRJHQ\¶�� LV�EDVHG�RQ�GHYHORSLQJ�OHYHOV�RI�
PDWXUDWLRQ�ZLWKLQ�WKH�QHUYRXV��PXVFOH�DQG�VRIW�WLVVXH��DQG�DUWLFXODU�V\VWHPV��7KLV�GHYHORSPHQW�LV�EDVHG�
XSRQ� SURJUDPV� WKDW� DUH� HQJUDLQHG� IURP� ELUWK�� DQG� DGYDQFHPHQW� WR� WKH� QH[W� OHYHO� LV� GHSHQGHQW� RQ� WKH�
VXFFHVVIXO�FRPSOHWLRQ�RI�HDFK�SUHYLRXV�VWDJH��7KH�VWXG\�RI�RQWRORJ\�LV�SHUWLQHQW�WR�WKH�VWXG\�RI�PRYHPHQW��
DV�LW�QRW�RQO\�H[SODLQV�ZKDW�LGHDO�H[SUHVVLRQ�DQG�PRYHPHQW�VKRXOG�ORRN�OLNH��EXW�DOVR�KHOSV�H[SODLQ�ZK\�
FHUWDLQ�SRVWXUH�DQG�DGDSWLYH�VWUDWHJLHV�DUH�DGRSWHG�E\�FOLHQWV�DQG�SDWLHQWV�ZLWK�PRYHPHQW�GLVRUGHUV��

$� FKLOG� ¿UVW� OHDUQV� WR� PRYH� WKURXJK� IHHO�� LW� LV� D� FRPSOHWH� SURSULRFHSWLYH� H[SHULHQFH� GULYHQ� E\�
HQJUDLQHG�PRWRU�SURJUDPV��UHÀH[LYH�SDWWHUQV��DQG�D�GHVLUH�WR�DFFRPSOLVK�D�VSHFL¿F�JRDO��L�H��IHHGLQJ�
WKHPVHOYHV��ORFRPRWLRQ��SDLQ�DYRLGDQFH��HWF��7KH�SDWWHUQV�WKH�FKLOG�DGRSWV�DUH�W\SLFDO�RI�HDFK�VWDJH�DQG�
UHSUHVHQW�D�QHFHVVDU\�SURJUHVVLRQ�WR�WKH�QH[W�PDMRU�GHYHORSPHQWDO�PLOHVWRQH��:KLOH�PDQ\�SK\VLFDO�
DQG�RFFXSDWLRQDO�WKHUDS\�DSSURDFKHV�KDYH�EHHQ�DGDSWHG�EDVHG�RQ�FKLOG�GHYHORSPHQW�SDWWHUQV��WKHLU�
XVH�ZDV�PRVWO\�OLPLWHG�WR�WKH�FKLOGUHQ�DQG�DGXOW�QHXURORJLFDO�SDWLHQW�SRSXODWLRQ��+RZHYHU��LQ�WKH�HDUO\�
����V��0DEHO�(OVZRUWK�7RGG�XWLOL]HG�VHYHUDO�GHYHORSPHQWDO�SRVLWLRQV�VXFK�DV�UROOLQJ�DQG�FUDZOLQJ�
WR� KHOS� FOLHQWV� LPSURYH� EDODQFH� DQG� UHJDLQ� IXQFWLRQ� LQ� WKH� GDQFHUV� DQG� DWKOHWHV� VKH�ZRUNHG�ZLWK��
7KLV� WUDLQLQJ�ZRXOG�EHFRPH� LQVWUXPHQWDO� LQ� WKH�GHYHORSPHQW�RI� WKH�¿HOG�RI�PRYHPHQW� UHIHUUHG� WR�
DV�µLGHRNLQHVLV¶��0RVKH�)HOGHQNUDLV�ZDV�NQRZQ�WR�XWLOL]H�UROOLQJ�SDWWHUQV�LQ�KLV�DZDUHQHVV�WKURXJK�
PRYHPHQW� WHFKQLTXHV��0RUH� UHFHQWO\��9DFODY�9RMWD�� D�&]HFK� SHGLDWULF� QHXURORJLVW�� EHJDQ� XWLOL]LQJ�
GHYHORSPHQWDO� SDWWHUQV� DQG� QRWHG� WKDW� VSHFL¿F� VWLPXODWLRQ� RI� NH\� SRLQWV� LQ� FKLOGUHQ�ZLWK� FHUHEUDO�
SDOV\� HOLFLWHG� FKDUDFWHULVWLF� DQG� UHSHDWDEOH� UHVSRQVHV��+H� DOVR�QRWHG� VLPLODU� UHVSRQVHV� LQ� WKH� DGXOW�
SRSXODWLRQ��ZKLFK�FRXOG�EH�XVHG�WR�FKDQJH�ORQJ�VWDQGLQJ�PRYHPHQW�G\VIXQFWLRQ�DQG�ZRXOG�HYHQWXDOO\�
EHFRPH�WKH�EDVLV�RI�KLV�5HÀH[�/RFRPRWLRQ�7HFKQLTXH��

3DYHO�.RODU��D�VWXGHQW�RI�WKH�9RMWD�PHWKRG��GHYHORSHG�D�V\VWHP�RI�H[HUFLVHV��'\QDPLF�1HXURPXVFXODU�
6WDELOL]DWLRQ��EDVHG�RQ�WKHVH�GHYHORSPHQWDO�SRVLWLRQV��WR�HVWDEOLVK�QRUPDO�VWDELOL]DWLRQ�DQG�PRYHPHQW�
SDWWHUQV�LQ�WKH�DGXOW�RUWKRSHGLF�SRSXODWLRQ��+H�XWLOL]HG�HDFK�RI�WKH�FKLOG�GHYHORSPHQWDO�PLOHVWRQHV�WR�
GHYHORS�D�VHULHV�RI�FRUUHVSRQGLQJ�FRUUHFWLYH�DQG�DGYDQFHG�H[HUFLVH�SDWWHUQV�GHVLJQHG�WR�UHVWRUH�WKHVH�
SULPLWLYH�SDWWHUQV�LQ�WKH�FOLHQW�ZLWK�VWDELOL]DWLRQ�DQG�PRYHPHQW�V\VWHP�G\VIXQFWLRQV���
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/LVWHG�LQ�WKH�WDEOH�EHORZ�DUH�VHYHUDO�RI�WKH�FKLOG�GHYHORSPHQWDO�PLOHVWRQHV��ZKLFK�DUH�EDVHG�RQ�9RMWD¶V�
5HÀH[�/RFRPRWLRQ�DQG�.RODU¶V�$SSURDFK�WR�'\QDPLF�1HXURPXVFXODU�6WDELOL]DWLRQ��7KH�FRUUHVSRQGLQJ�
FRUUHFWLYH�H[HUFLVHV�WKDW�ZLOO�EH�XWLOL]HG�LQ�WKH�FRUUHFWLYH�H[HUFLVH�VHFWLRQ�DUH�SUHVHQWHG�DQG�DVVRFLDWHG�
ZLWK�HDFK�VWDJH��DORQJ�ZLWK�WKH�UHDVRQV�IRU�WKHLU�LQFOXVLRQ��0DQ\�RI�WKHVH�H[HUFLVH�UHFRPPHQGDWLRQV�
DUH�PRGL¿HG� DQG� DGDSWHG� IURP�.RODU¶V�$SSURDFK� WR�'\QDPLF�1HXURPXVFXODU�6WDELOL]DWLRQ��ZKLFK�
IRUPHG�WKH�EDVLV�IRU�PDQ\�RI�WKH�FRUUHFWLYH�WHFKQLTXHV�DQG�VWUDWHJLHV�LQ�WKLV�ERRN�

8MQI (IZIPSTQIRXEP�1MPIWXSRI 'SVVIWTSRHMRK�'SVVIGXMZI�)\IVGMWI�4EXXIVRW

���
[IIOW

'LMPH�PMJXW�LIEH��WYTTSVXW�SR��
JSVIEVQW�ERH�FIPP]

*MVWX�PIZIP�SJ�TVSRI�XLSVEGMG�I\XIRWMSRW�
*YRGXMSR��XS�HIZIPST�STXMQEP�VIWTMVEXMSR�ERH�
JYRGXMSR�SJ�XLI�RIGO�WXEFMPM^IVW��MRGPYHMRK�
XLI�HIIT�RIGO�¾I\SVW��ERH�XLI�WGETYPEV�
WXEFMPM^IVW��MRGPYHMRK�XLI�WIVVEXYW�ERXIVMSV

�ô�
QSRXLW

7YTMRI�[MXL�XVMTPI�¾I\MSR�SJ��
PIKW��LMTW��ORIIW��EROPIW
�ERH�
GS�EGXMZEXMSR�SJ�FVIEXLMRK�ERH�
EFHSQMREP�WYTTSVX��-%4


&VIEXLMRK�ERH�GSVI�EGXMZEXMSR��[MXL�PIKW��
IPIZEXIH�MR�XVMTPI�¾I\MSR�
*YRGXMSR��XS�HIZIPST�STXMQEP�TSWMXMSR�SJ�XLI�
WTMRI��XLSVE\��ERH�TIPZMW��EW�[IPP�EW�HIZIPST�
XLI�STXMQEP�WXEFMPM^EXMSR�ERH�VIWTMVEXSV]��
WXVEXIKMIW�SJ�XLI�HMETLVEKQ�ERH�QYWGPIW��
SJ�XLI�XLSVEGSTIPZMG�GERMWXIV

4VSRI�¯�HSYFPI�PMQF�WYTTSVX� 7IGSRH�ERH�XLMVH�PIZIPW�SJ�TVSRI�XLSVEGMG�
I\XIRWMSR��
*YRGXMSR��XS�JYVXLIV�HIZIPST�WXEFMPM^EXMSR�VSPI�
SJ�HIIT�RIGO�¾I\SVW��WGETYPEV�WXEFMPM^IVW��ERH�
WTMRI�I\XIRWSVW

�ô�
QSRXLW

9TTIV�I\XVIQMX]�HMJJIVIRXMEXMSR�
ERH�GER�VIEGL�QMHPMRI�
7XEFMPM^EXMSR�MR�XLI�WEKMXXEP�TPERI

;EPP�TPERO�[MXL�EVQ�PMJX�SJJ�
5YEHVYTIH�[MXL�XVYRO�VSXEXMSR�SV�VIEGL�
*YRGXMSR��XS�TVSKVIWW�MRXS�YRMPEXIVEP�YTTIV�
I\XVIQMX]�WYTTSVX��[MXL�RIGO�ERH��
XLSVEGSTIPZMG�WXEFMPM^EXMSR

��
QSRXLW

%FHSQMREP�GLEMRW�EVI�JSVQIH�XS�
EPPS[�WMHI�P]MRK�ERH�XYVRMRK

7MHI�P]MRK�MWSQIXVMG�TEXXIVRW�
*YRGXMSR��XS�HIZIPST�WGETYPEV�ERH��
KPIRSLYQIVEP�WXEFMPM^IVW�ERH�GSSVHMREXI��
YRMPEXIVEP�WXEFMPM^EXMSR�FIX[IIR�XVYRO�ERH��
YTTIV�ERH�PS[IV�I\XVIQMXMIW

7YTMRI�WYTTSVX�SR�XLSVEGSPYQFEV�
NYRGXMSR�F]�GSSVHMREXIH�EGXMZMX]�SJ�
HMETLVEKQ��TWSEW��HIIT�ERXIVMSV�
ERH�TSWXIVMSV�EFHSQMREP�[EPPW

1SHM½IH�HIEH�FYK�
*YRGXMSR��XS�HIZIPST�STXMQEP�WXEFMPM^EXMSR�SJ�
XLI�XLSVEGSPYQFEV�NYRGXMSR�
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�¯��
QSRXLW

3FPMUYI�WMX�XS�YTVMKLX�WMXXMRK�TSWMXMSRW�
8VMTSH�TSWMXMSR��WYTTSVX�SR�PIKW�ERH�
SRI�EVQ
�
5YEHVYTIH�TSWMXMSR�ERH��
GVIITMRK��TYPPMRK�JVSQ�EVQW


%HZERGIH�WMHI�P]MRK�TEXXIVRW�ERH�SFPMUYI�WMX�
[MXL�VIEGL��
5YEHVYTIH�TVSKVIWWMSRW�
*YRGXMSR��XS�JYVXLIV�HIZIPST�XVYRO�WXEFMPMX]�
[MXL�GSSVHMREXMSR�SJ�PMQF�HMJJIVIRXMEXMSR

�¯��
QSRXLW

'VE[PMRK��GSRXVEPEXIVEP�HMJJIVIRXME�
XMSR�FIX[IIR�EVQW�ERH�PIKW
�
7XERHMRK�YT�ERH�WMHI�[EPOMRK��
[MXL�EVQ�WYTTSVX

%HZERGIH�UYEHVYTIH�TVSKVIWWMSRW�
'VEF�[EPO�ERH�FERH�TVSKVIWWMSRW�
*YRGXMSR��XS�HIZIPST�LMT�WXEFMPM^EXMSR�ERH�
ZIVXMGEPM^EXMSR�TVSKVIWWMSRW

���
QSRXLW

7UYEXXMRK 7UYEXXMRK�TVSKVIWWMSRW�
*YRGXMSR��XS�HIZIPST�XVYRO�WXEFMPM^EXMSR�MR�
YTVMKLX�TSWXYVI�[MXL�GSSVHMREXMSR�SJ�LMT�
QSFMPMX]

��¯���
QSRXLW

-RHITIRHIRX�WXERGI�ERH��
TVSKVIWWMSR�SJ�XLI�KEMX�TEXXIVR

*YRHEQIRXEP�QSZIQIRX�TEXXIVRW�
*YRGXMSR��XS�GSSVHMREXI�VIWTMVEXSV]�ERH��
WXEFMPM^EXMSR�EGXMZMXMIW�MRXS�JYRHEQIRXEP��
QSZIQIRX�TEXXIVRW

��]IEVW 7MRKPI�PIK�WXERGI 7MRKPI�PIK�TEXXIVRW�
*YRGXMSR��XS�TVSKVIWW�JYRHEQIRXEP�TEXXIVRW�
MRXS�WTSVX��SV�[SVO�WTIGM½G�EGXMZMXMIW

:KLOH�WKHVH�GHYHORSPHQWDO�SDWWHUQV�DUH�UDUHO\�WKRXJKW�RI�DV�SDUW�RI�FRQYHQWLRQDO�WUDLQLQJ��VHYHUDO�RI�
WKHP�FDQ�EH�VHHQ�LQ�PDQ\�RI�WKH�FRPPRQ�SDWWHUQV�WKDW�DUH�SDUW�RI�IXQFWLRQDO�VWDELOL]DWLRQ�URXWLQHV��

:KLOH�O\LQJ�VXSLQH��WKH�FKLOG�RIWHQ�JUDEV�WKHLU�IHHW�DQG�OLIWV�WKHPVHOYHV�WR�VWDELOL]H�DW�WKH�WKRUDFROXPEDU�
MXQFWLRQ��LPDJH�DERYH�OHIW���7KLV�VWUDWHJ\�KHOSV�WKH�FKLOG�GHYHORS�WKH�GHHS�VWDELOL]DWLRQ�V\VWHP�DQG�
DOLJQPHQW�RI�WKH�WUXQN��VSLQH��DQG�SHOYLV�WKDW�ZLOO�EH�UHTXLUHG�WR�JHW�WKHPVHOYHV�LQWR�DQ�RSWLPDO�XSULJKW�
SRVWXUH��7KLV�SRVLWLRQ�LV�WUDLQHG�LQ�WKH�SHOYLF�DEGRPLQDO�OLIW�DQG�WKLV�DOLJQPHQW�PXVW�EH�PDLQWDLQHG�
GXULQJ�IXQFWLRQDO�PRYHPHQW�SDWWHUQV��LPDJH�DERYH�ULJKW���
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$V� WKH�FKLOG�SURJUHVVHV� WR�FUDZOLQJ�� WKH\�VWDELOL]H�RQ�FRQWUDODWHUDO� OLPEV�ZKLOH�PRYLQJ� WKHLU� WUXQN�
DURXQG�WKH�VWDELOL]HG�OLPEV��7KH�NQHHOLQJ�UHDFK�ZLWK�FRQWUDODWHUDO�VWDELOL]DWLRQ�PLUURUV�WKLV�SDWWHUQ�DV�
WKH�FOLHQW�VWDELOL]HV�RQ�FRQWUDODWHUDO�OLPEV�DQG�UHDFKHV�ZLWK�WKH�IUHH�DUP�DQG�OHJ��

7KH�WULSOH�VXSSRUW�SRVLWLRQ��UHIHUUHG�WR�DV�WKH�µKRO\�WULSOH¶��.RODU��������LV�D�SURJUHVVLRQ�WR�WKH�XSULJKW�
SRVWXUH�LQ�DGGLWLRQ�WR�SURYLGLQJ�VWDELOLW\�IRU�WKH�VXSSRUW�OLPE�DQG�PRELOLW\�IRU�WKH�PRYLQJ�OLPE��7KH�
FKLOG¶V�OHIW�OHJ��LPDJH�EHORZ�OHIW��LV�LQ�D�FHQWUDWHG�SRVLWLRQ�DV�WKH\�UHDFK�ZLWK�WKHLU�OHIW�DUP��7KLV�SRVLWLRQ�
KHOSV�WKH�FKLOG�JDLQ�WKH�FHQWUDWHG�KLS�SRVLWLRQ�DQG�WUXQN�VWDELOLW\�QHFHVVDU\�WR�DFKLHYH�WKH�XSULJKW�SRVWXUH��
7KH���SRLQW�URWDWLRQ�UH�FUHDWHV�PDQ\�RI�WKH�VDPH�IRUFHV�WKURXJK�WKH�WKUHH�SRLQWV�RI�VXSSRUW��LSVLODWHUDO�
KLS�DQG�VKRXOGHU�DQG�FRQWUDODWHUDO�KLS�

7KHVH� GHYHORSPHQWDO�PLOHVWRQHV� VHW� WKH� VWDJH� IRU� WKH� GHYHORSPHQW� RI� WKH� IXQGDPHQWDO�PRYHPHQW�
SDWWHUQV� WKDW� DUH� FKDUDFWHULVWLF� LQ� WKH� DGXOW� SRSXODWLRQ�� &RUUHFWLRQ� RI�PRYHPHQW� G\VIXQFWLRQ� RIWHQ�
PDNHV�LW�QHFHVVDU\�WR�UHYLVLW�VRPH�RI�WKHVH�PRUH�SULPLWLYH��HQJUDLQHG�SDWWHUQV�LQ�WKH�FRUUHFWLYH�H[HUFLVH�
DSSURDFK��7KHVH� LQÀXHQFHV�ZLOO�EH� VHHQ� LQ�PDQ\�RI� WKH�SDWWHUQV� OHDGLQJ�XS� WR� WKH�GHYHORSPHQW�RI�
RSWLPDO�IXQGDPHQWDO�PRYHPHQW�SDWWHUQV�WKDW�DUH�SUHVHQWHG�LQ�ODWHU�FKDSWHUV��
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*92(%1)28%0�13:)1)28�4%88)627
7KH�HQG�JRDO�RI�DQ\�FRUUHFWLYH�H[HUFLVH��UHKDELOLWDWLYH�VWUDWHJ\��RU�FRQGLWLRQLQJ�SURJUDP�LV�WR�LPSURYH�
SHUIRUPDQFH�LQ�WKH�IXQGDPHQWDO�PRYHPHQW�SDWWHUQV�DQG�UHGXFH�WKH�OLNHOLKRRG�RI�LQMXU\��:KHQ�ZRUNLQJ�
ZLWK�WKH�JHQHUDO�SRSXODWLRQ��WKH�HQG�JRDO�LV�WR�LPSURYH�WKH�HI¿FLHQF\�RI�ZRUN��VSRUW��DQG�DFWLYLWLHV�RI�
GDLO\�OLYLQJ��$WKOHWHV�PD\�VKDUH�WKHVH�VDPH�JRDOV�EXW�DUH�JHQHUDOO\�ORRNLQJ�IRU�LPSURYHG�HI¿FLHQF\�
LQ�PRWLRQ�WR�HQKDQFH�WKHLU�JDPH�ZKLOH�PLQLPL]LQJ�WKHLU�ULVN�RI� LQMXU\��5HJDUGOHVV�RI� WKH�HQG�JRDO��
LPSURYLQJ�D�SDWLHQW�RU�FOLHQW¶V�IXQFWLRQ�LQ�WKHVH�IXQGDPHQWDO�SDWWHUQV�LV�HVVHQWLDO�EHFDXVH�DOO�PRYHPHQW�
LV�D�FRPELQDWLRQ�RI�¿YH�SULPDU\�SDWWHUQV��

,Q� WKH� LQIDQW�� WKH� IXQGDPHQWDO�PRYHPHQW� SDWWHUQV�� VRPHWLPHV� UHIHUUHG� WR� DV� µSULPLWLYH�PRYHPHQW�
SDWWHUQV¶�� DUH� VXSLQH� VXSSRUW�� UROOLQJ�� SXVKLQJ� XS�� TXDGUXSHG�� DQG� FUDZOLQJ�� 7KHVH� SDWWHUQV� ZLOO�
HYHQWXDOO\�GHYHORS�LQWR�WKH�¿YH�DGXOW�IXQGDPHQWDO�PRYHPHQW�SDWWHUQV�WKDW�LQFOXGH�JDLW��OHYHO�FKDQJHV��
SXOOLQJ��SXVKLQJ��DQG�URWDWLRQ��7KHVH�SDWWHUQV�ZLOO�EH�GLVFXVVHG�EHORZ�

+%-8��;%0/-2+�83�6922-2+
7KH�EDVLF�IXQFWLRQ�RI�RXU�QHXURPXVFXORVNHOHWDO�V\VWHP�LV�
WR�SURYLGH�XV�ZLWK�WKH�DELOLW\�WR�WUDYHO�IURP�RQH�SODFH�WR�
DQRWKHU��5HPHPEHU��RXU�JRDOV�IRU�WKRXVDQGV�RI�\HDUV�ZHUH�
WR�VXUYLYH��¿QG�IRRG�DQG�VKHOWHU��SURFUHDWH��DQG�DYRLG�EHLQJ�
HDWHQ��:H� ZHUH� RIWHQ� PRYLQJ� IURP� RQH� DUHD� RI� ODQG� WR�
DQRWKHU�DW�YDU\LQJ�UDWHV�RI�VSHHG��2XU�QHXURPXVFXORVNHOHWDO�
V\VWHP� LV� KLJKO\� HI¿FLHQW� DQG� DGDSWDEOH� WR� HQDEOH� XV� WR�
WUDQVSRUW�RXUVHOYHV� LQ�D�ZDONLQJ�PDQQHU�RU� WR�PRYH�DW�D�
PRUH� UDSLG� SDFH� VXFK� DV� UXQQLQJ� RU� VSULQWLQJ�� 7R� FURVV�
RYHU�ODUJHU�DUHDV�RU�XQHYHQ�WHUUDLQ��RU�WR�LQFUHDVH�RXU�IRRW�
SODFHPHQW�� ZH� FDQ� XWLOL]H� YDU\LQJ� SRVLWLRQV� RI� UXQQLQJ��
VNLSSLQJ��KRSSLQJ��OHDSLQJ��ERXQGLQJ�DQG�MXPSLQJ�

0):)0�',%2+)7���
759%88-2+��092+-2+��%2(�'0-1&-2+
7KH� XSULJKW� SRVWXUH� RI� WKH� KXPDQ� ERG\� DOORZV� XV� WR�PDLQWDLQ�
D� FHQWHU� RI� JUDYLW\� E\� GLVWULEXWLQJ� RXU�ZHLJKW� DFURVV� WKH� VSLQH�
DQG� VNHOHWRQ��7KLV�SRVWXUH� LV� LQFUHGLEO\� HI¿FLHQW� DQG�DOORZV�XV�
WR�HIIHFWLYHO\�ORDG�RXU�PXVFOHV�WR�SHUIRUP�D�P\ULDG�RI�PRWLRQV��
)URP�WKLV�SRVLWLRQ�ZH�DUH�DEOH�WR�SHUIRUP�VTXDWWLQJ��ZKLFK�HQDEOHV�
XV�WR�ORZHU�RXU�FHQWHU�RI�PDVV�DQG�WR�OLIW�REMHFWV�IURP�WKH�JURXQG��
7KH�OXQJLQJ�SDWWHUQ�DOORZV�XV�WR�DV\PPHWULFDOO\�ORDG�RXU�ORZHU�
H[WUHPLWLHV� WR� LQFUHDVH� RXU� UHDFK�� ORZHU� RXU� WRUVR� WRZDUGV� WKH�
JURXQG�RU�PDQHXYHU�DURXQG�REMHFWV��8VLQJ�RXU�XSSHU�H[WUHPLWLHV�
WR�SXOO�DQG�WKH�ORZHU�H[WUHPLWLHV�WR�SXVK�ZH�FDQ�PRYH�RXU�ERG\�
XS�D�WUHH�RU�WKH�VLGH�RI�D�PRXQWDLQ��RU�FOLPE�D�VWDLUFDVH�
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4900-2+���497,-2+
%\�PDQLSXODWLQJ�WKH�H[WUHPLWLHV��D�P\ULDG�RI�WDVNV�FDQ�EH�SHUIRUPHG�VXFK�DV�OLIWLQJ�DQG�FDUU\LQJ�LQ�
DGGLWLRQ�WR�LQQXPHURXV�¿QH�PRWRU�WDVNV��:KLOH�PXVFOHV�RQ�WKHLU�RZQ�FDQ�RQO\�SHUIRUP�SXOOLQJ�PRWLRQV��
E\�XWLOL]LQJ�WKH�VNHOHWRQ�DV�D�OHYHU�V\VWHP��WKH\�DUH�FDSDEOH�RI�SHUIRUPLQJ�SXVKLQJ�PRWLRQV��3XOOLQJ�
PRWLRQV�DOORZ�XV�WR�EULQJ�REMHFWV�LQWR�RXU�ERG\�IRU�JUHDWHU�HDVH�LQ�OLIWLQJ�DQG�FDUU\LQJ��3XVKLQJ�PRWLRQV�
DOORZ�XV�WR�PRYH�REMHFWV�DZD\�IURP�RXU�ERG\��HLWKHU�E\�OLIWLQJ�WKHP�RQWR�DQRWKHU�VXUIDFH�RU�E\�DFFHOHUDWLQJ�
WKHP��DV�VHHQ�LQ�WKURZLQJ��2XU�ERG\�FRPPRQO\�ZRUNV�LQ�D�FURVV�SDWWHUQ�ZKHUH�RQH�H[WUHPLW\�LV�SXOOLQJ�
ZKLOH�WKH�RSSRVLWH�RQH�LV�SXVKLQJ��DV�VHHQ�LQ�ZDONLQJ��UXQQLQJ�RU�WKURZLQJ�DQ�REMHFW��7KH�FRQWUDODWHUDO�
IRUFHV�DFW�WR�FDQFHO�HDFK�RWKHU��WKXV�DOORZLQJ�XV�WR�PDLQWDLQ�RXU�FHQWHU�RI�JUDYLW\�

638%8-32�
7KH� ¿IWK� DQG� ¿QDO� EDVLF�PRYHPHQW� SDWWHUQ� LV� SHUKDSV� WKH�PRVW� LQFOXVLYH� RI� DOO�PRYHPHQW�� DV� DOO�
PRYHPHQW� LV� URWDWLRQ��$V�VSRUWV�FRQGLWLRQLQJ�VSHFLDOLVW�%HQ�6KHDU�VD\V��³7KH�ERG\�GRHV�QRW�NQRZ�
VSRUWV�� LW� RQO\� NQRZV� URWDWLRQ�´� 7KLV� PRYHPHQW� SDWWHUQ� LQFOXGHV� FKDQJLQJ� RI� GLUHFWLRQ�� ZKLFK� LV�
SHUIRUPHG� WKURXJK� URWDWLRQ� DQG� WZLVWLQJ�� DQG� DOVR� DOORZV�PRWLRQ�RI� WKH�ERG\�SHUSHQGLFXODU� WR� WKH�
IRUFH�RI�JUDYLW\�RU�DJDLQVW�KRUL]RQWDO�IRUFHV��7KURXJK�WKH�VXPPDWLRQ�RI�IRUFHV�WKDW�DUH�JHQHUDWHG�E\�
WKH�YDU\LQJ�UHJLRQV�RI�WKH�FRUH�PXVFXODWXUH��WKH�ERG\�LV�DEOH�WR�DFFHOHUDWH�DQG�GHFHOHUDWH�LWVHOI�RU�DQ�
REMHFW��DV�VHHQ�LQ�WKURZLQJ�RU�VZLQJLQJ�D�FOXE��$GGLWLRQDOO\��URWDWLRQ�DOORZV�WKH�ERG\�WR�PRYH�DQG�
SHUIRUP�D�OLPLWOHVV�QXPEHU�RI�FRPSOH[�PRYHPHQWV�E\�VLPSOH�DGMXVWPHQWV�LQ�WKH�OLPEV�RU�WUXQN��

,W�LV�LPSRUWDQW�WR�NHHS�WKHVH�EDVLF�PRYHPHQW�SDWWHUQV�LQ�PLQG�ZKHQ�
GHVLJQLQJ� JHQHUDO� WUDLQLQJ� DQG� UHKDELOLWDWLRQ� SURJUDPV�� ,W� VKRXOG�
EHFRPH�REYLRXV�DIWHU�VWXG\LQJ�WKH�¿YH�EDVLF�PRYHPHQW�SDWWHUQV�WKDW�
WKH�ERG\�LV�PHDQW�WR�PRYH�E\�FRPELQLQJ�PRYHPHQW�LQ�DOO�WKUHH�SODQHV�
RI�PRWLRQ��DFURVV�DOO�WKH�MRLQWV�RI�WKH�NLQHWLF�FKDLQ��DW�YDU\LQJ�OHYHOV�RI�
VSHHG�DQG�ZLWK�WKH�ULJKW�DPRXQW�RI�FRQWURO��+RZHYHU��DOO�PRYHPHQWV�
FDQ� EH� EURNHQ� GRZQ� LQWR� LQGLYLGXDO� FRPSRQHQWV� RU� µFKXQNV�¶� )RU�
H[DPSOH��HYHQ�D�FRPSOH[�PRYH�VXFK�DV� VZLQJLQJ�D�JROI�FOXE� LV�D�
FRPELQDWLRQ�RI�VHYHUDO�PRYHPHQW�SDWWHUQV��'XULQJ�WKH�DGGUHVV��WKHUH�
LV�D�FKDQJH�LQ�WKH�FHQWHU�RI�JUDYLW\�DV�WKH�KLSV�DUH�ÀH[HG��'XULQJ�WKH�
EDFNVZLQJ�� WKHUH� LV� D� FKDQJH� LQ� GLUHFWLRQ� RI� WKH� WUXQN� DQG�SHOYLV��
DQG�D�FRPELQDWLRQ�RI�SXOOLQJ�DQG�SXVKLQJ�RI�WKH�H[WUHPLWLHV�DV�WKHVH�
UHJLRQV�DUH�ORDGHG��'XULQJ�WKH�VZLQJ�SKDVH��WKHUH�LV�DQ�XQORDGLQJ�RI�
WKH�IRUFHV�DV�WKH�WUXQN�DQG�SHOYLV�URWDWH�DQG�WKH�FOXE�LV�QRZ�SXVKHG�
WKURXJK�E\�PRWLRQ�RI�WKH�WUXQN�DQG�WKH�H[WUHPLWLHV�
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,W�VKRXOG�DOVR�EHFRPH�DSSDUHQW�ZKHQ�ORRNLQJ�DW�WKH�¿YH�EDVLF�PRYHPHQW�SDWWHUQV�WKDW�WKH�ERG\�QHYHU�
ZRUNV�LQ�LVRODWLRQ��,W�IXQFWLRQV�LQ�DQ�LQWHJUDWHG�PDQQHU�E\�VHOHFWLQJ�YDULRXV�PRYHPHQW�SDWWHUQV��UDWKHU�
WKDQ�SUHIHUHQWLDOO\�FKRRVLQJ� LVRODWHG� UHJLRQV�RU�PXVFOH�JURXSV��7KH�ERG\�GRHV�QRW� OLNH� WR�ZRUN� LQ�
LVRODWLRQ�DQG�ZLOO�DWWHPSW�WR�GLVWULEXWH�IRUFH�DFURVV�DV�PDQ\�MRLQWV�DV�SRVVLEOH�WR�UHGXFH�VWUHVV�WR�DQ\�
RQH�UHJLRQ��7KLV�ZLOO�EH�WKH�EDVLV�RI�LQWHJUDWLYH�PRYHPHQW�WUDLQLQJ��LQYROYH�DV�PDQ\�PXVFOH�JURXSV�DQG�
MRLQWV�DV�SRVVLEOH�DQG�WHDFK�WKH�ERG\�WR�LQWHJUDWH�WKH�PRYHPHQWV�SUHFLVHO\�WKH�ZD\�WKH\�ZHUH�GHVLJQHG��
7KLV� GRHV� QRW� VXJJHVW� WKDW� LVRODWHG� UHKDELOLWDWLRQ�� FRUUHFWLYH� H[HUFLVH�� RU� WUDLQLQJ� LV� XQQHFHVVDU\��
UDWKHU�WKDW�RQFH�WKH�LVRODWHG�G\VIXQFWLRQ�LV�GLVFRYHUHG�DQG�LPSURYHG��LW�PXVW�EH�UHLQWHJUDWHG�LQWR�WKH�
IXQGDPHQWDO�PRYHPHQW�SDWWHUQV��$�¿QDO�SRLQW�ZKHQ�WDNLQJ�WKLV�YLHZ�RI�PRYHPHQW�LV�WKDW��DV�WUDLQHUV�
DQG�KHDOWK�FDUH�SUDFWLWLRQHUV��WKHUH�PXVW�EH�D�JOREDO�YLHZ�RI�WKH�HQWLUH�NLQHWLF�FKDLQ�ZKHQ�DWWHPSWLQJ�
WR�HQKDQFH�SHUIRUPDQFH�RU�LPSURYH�FDXVHV�RI�G\VIXQFWLRQ��'\VIXQFWLRQ�DQ\ZKHUH�DORQJ�WKH�NLQHWLF�
FKDLQ�FDQ�LPSDFW�GLVWDO�VWUXFWXUHV�DQG�WKHUHIRUH�KDYH�VLJQL¿FDQW�HIIHFWV�RQ�WKH�RYHUDOO�IXQFWLRQLQJ�RI�
WKH�QHXURPXVFXORVNHOHWDO�V\VWHP�

8,)�7)0*�4)64)89%8-2+�4%88)62�3*�13:)1)28�(=7*92'8-32
7KH�VHOI�SHUSHWXDWLQJ�SDWWHUQ�RI�G\VIXQFWLRQ�KDV�EHHQ�SURSRVHG�DV�D�PHDQV�RI�GHVFULELQJ�WKH�SHUSHWXDWLRQ�
RI�G\VIXQFWLRQDO�PRYHPHQW�SDWWHUQV��/LHEHQVRQ�������5DWWUD\�DQG�/XGZLJ�������3DJH�HW�DO��������,W�
JUDSKLFDOO\�GHSLFWV�KRZ�DQ\�VWUHVVRU�WR�WKH�QHUYRXV�V\VWHP�±�LQFOXGLQJ�DFXWH�DQG�UHSHWLWLYH�WUDXPD��
HPRWLRQDO�VWUHVV��XS�UHJXODWLRQ�RI� WKH�V\PSDWKHWLF�QHUYRXV�V\VWHP��DQG�SDLQ�±�FDQ�DOWHU�PRYHPHQW�
VWUDWHJLHV�WKDW�HVVHQWLDOO\�FUHDWH�D�VHOI�SHUSHWXDWLQJ�F\FOH�RI�G\VIXQFWLRQ��7KLV�PRGHO�DOVR�SURYLGHV�D�
OLNHO\�H[SODQDWLRQ�RI�WKH�LQFLGHQFH�RI�UHRFFXUULQJ�LQMXULHV�LQ�WKRVH�ZKR�KDYH�VXIIHUHG�SUHYLRXV�LQMXULHV�
VXFK�DV�ORZ�EDFN�SDLQ�DQG�DQNOH�VSUDLQV���

� �

�

3DLQ� $FXWH��
WUDXPD

5HSHWLWLYH�
WUDXPD

(PRWLRQDO��
VWUHVV

6\PSDWKHWLF�QHUYRXV�
V\VWHP�GRPLQDQFH

,QÁDPPDWLRQ�IURP��
LQMXU\��PRYHPHQW�
G\VIXQFWLRQ�RU�GLHW

0XVFOH�DQG�RU��
MRLQW�SDLQ

/RVV�RI�MRLQW��
FHQWUDWLRQ�

0XVFOH�LPEDODQFHV��
DQG�DOWHUHG�

SURSULRFHSWLRQ

0RYHPHQW��
G\VIXQFWLRQ�DQG�

DYRLGDQFH�VWUDWHJLHV
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7KH�JRDO�RI�WKH�FRUUHFWLYH�VWUDWHJ\�LV�WR�EUHDN�WKLV�F\FOH�E\�LQWHUUXSWLQJ�VRPH�DVSHFW�RI�WKH�G\VIXQFWLRQDO�
F\FOH��$W�ZKDW�SRLQW�WKH�WUDLQHU�RU�WKHUDSLVW�HQWHUV�WKHLU�SDUWLFXODU�FOLHQW¶V�F\FOH�LV�GHSHQGHQW�RQ�VHYHUDO�
YDULDEOHV��LQFOXGLQJ�KRZ�ORQJ�WKH�FOLHQW�KDV�KDG�WKH�G\VIXQFWLRQ��WKH�GHJUHH�RI�SDLQ�WKH�FOLHQW�LV�LQ��
ZKHUH�WKH�JUHDWHVW�DUHD�RI�G\VIXQFWLRQ�LV��DQG�ZKDW�WKH�FOLHQW¶V�µVWRU\¶�RI�WKHLU�G\VIXQFWLRQ�PHDQV�WR�
WKHP��,Q�WKH�DFXWH�SKDVHV�RI� WUDXPD��WKH�SULPDU\�JRDO� LV� WR�FRQWURO� WKH�SDLQ�SULRU� WR�DGGUHVVLQJ�WKH�
PRYHPHQW�G\VIXQFWLRQ��6RIW�WLVVXH�WHFKQLTXHV��MRLQW�PRELOL]DWLRQ��LFH��DQWL�LQÀDPPDWRU\�RU�DQDOJHVLFV��
DQG�UHVW�DUH�WKH�JHQHUDOO\�DFFHSWHG�PHWKRGV�RI�WUHDWPHQW�GXULQJ�WKLV�SKDVH��6SHFL¿F�H[HUFLVHV�FDQ�RIWHQ�
EH�XVHIXO��HYHQ�LQ�WKH�DFXWH�SKDVH��KRZHYHU��WKH�WUDLQHU�RU�WKHUDSLVW�VKRXOG�HQVXUH�WKDW�WKH�H[HUFLVHV�
DUH�VSHFL¿F�IRU�WKH�FOLHQW��:LWK�FOLHQWV�H[SHULHQFLQJ�PRUH�FKURQLFLW\�ZLWK�WKHLU�FRQGLWLRQ��WKH�WUDLQHU�
RU�WKHUDSLVW�ZLOO�XVXDOO\�JHW�EHWWHU�UHVXOWV�E\�DGGUHVVLQJ�WKH�JUHDWHVW�VRXUFH�RI�PRYHPHQW�G\VIXQFWLRQ��
LQ�RWKHU�ZRUGV�WKH�µZHDNHVW�OLQN¶�LQ�WKH�FKDLQ��)RU�FOLHQWV�ZLWK�FKURQLF�SDLQ��LW�LV�XQOLNHO\�WKDW�DFXWHO\�
GHFUHDVLQJ� WKH� SDLQIXO� VRXUFH� ZLOO� FKDQJH� WKH� FOLHQW¶V� SHUFHSWLRQ� RU� V\PSWRPV�� VR� DGGUHVVLQJ� WKH�
ELJJHVW�µGULYHU¶�LQ�WKH�F\FOH�RI�G\VIXQFWLRQ�JHQHUDOO\�IRVWHUV�JUHDWHU�UHVXOWV��$V�D�JHQHUDO�UXOH��H[HUFLVH�
LV�DOZD\V�LQGLFDWHG�GXULQJ�WKLV�SKDVH�DQG�DJDLQ�PXVW�EH�KLJKO\�VSHFL¿F�WR�WKH�LQGLYLGXDO�FOLHQW�EHFDXVH�
WKH\�DUH�FDXJKW�LQ�WKH�FKURQLF�F\FOH�RI�G\VIXQFWLRQ�DQG�UHTXLUH�D�FRUUHFWLYH�VWUDWHJLF�VROXWLRQ�GLUHFWHG�
DW�WKH�FDXVH�RI�WKHLU�LVVXH��

7KH�VWDELOL]DWLRQ�GLVVRFLDWLRQ�PRGHO�WKDW�ZLOO�EH�SUHVHQWHG�ODWHU�LQ�WKLV�VHFWLRQ�ZLOO�KHOS�VKHG�PRUH�
OLJKW�RQ�KRZ�WKHVH�F\FOHV�RI�G\VIXQFWLRQ�SHUSHWXDWH�PRYHPHQW�G\VIXQFWLRQ��

/I]�8S�7YGGIWW
*MRHMRK�XLI�+VIEXIWX�(VMZIV

;LMPI�MX�MW�XIQTXMRK�JSV�XLI�GPMRMGMER�XS�GLEWI�XLI�TEMRJYP�EVIE��[LIR�HIEPMRK�[MXL�XLI�GLVSRMG�TEMR�GPMIRX�
MX�MW�MQTSVXERX�XS�PSSO�EX�XLI�EVIE�SJ�XLI�KVIEXIWX�H]WJYRGXMSR��4EMR�SJ�E�GLVSRMG�REXYVI�SJXIR�VIWYPXW�JVSQ�
TSSV�WXEFMPM^EXMSR�ERH�QSZIQIRX�WXVEXIKMIW��8LIVIJSVI��MX�MW�LIPTJYP�XS�½RH�XLI�KVIEXIWX�³HVMZIV �́SV�VIKMSR�
XLEX�MW�HVMZMRK�QSWX�SJ�XLI�H]WJYRGXMSR��SXLIV[MWI�VIJIVVIH�XS�EW�XLI�³[IEOIWX�PMRO�́�-X�QE]�FI�RIGIWWEV]�
XS�³TIIP�FEGO �́XLI�TVSZIVFMEP�PE]IVW�SJ�H]WJYRGXMSR��QIERMRK�XLEX�XLI�VIKMSR�SJ�KVIEXIWX�H]WJYRGXMSR�QE]�
FI�QIVIP]�E�GSQTIRWEXMSR�SJ�E�HIITIV�PIZIP�SJ�H]WJYRGXMSR��6IKEVHPIWW��EXXIQTXMRK�XS�HMWGSZIV�XLI�EVIE�
SJ�KVIEXIWX�H]WJYRGXMSR�ERH�³YRTIIPMRK �́XLI�PE]IVW�[MPP�WIVZI�XLI�GPMRMGMER�[IPP�MR�EXXIQTXMRK�XS�MQTVSZI�
XLIMV�GPMIRX´W�QSZIQIRX�TEXXIVRW�

/)=��;LIR�HIEPMRK�[MXL�XLI�GPMIRX�WYJJIVMRK�EGYXI�TEMR��EHHVIWW�XLI�TEMR�WSYVGI�ERH�KIX�XLEX�YRHIV�
GSRXVSP� FIJSVI� HIEPMRK� [MXL� XLI� EWWSGMEXIH�QSZIQIRX� H]WJYRGXMSR�� -R� XLI� GPMIRX� [MXL� GLVSRMG� TEMR��
EHHVIWW�XLI�VIKMSR�HIQSRWXVEXMRK�XLI�KVIEXIWX�WXEFMPM^EXMSR�SV�QSZIQIRX�H]WJYRGXMSR��
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'HYHORSLQJ�RSWLPDO��HI¿FLHQW�PRYHPHQW�ZKLOH�SODFLQJ�WKH�OHDVW�VWUHVV�RQ�VRIW�WLVVXH�DQG�DUWLFXODU�VWUXFWXUHV�
LV�UHOLDQW�RQ�RQH�SUHPLVH��WKH�DFKLHYHPHQW�RI�RSWLPDO�MRLQW�FHQWUDWLRQ��2SWLPDO�MRLQW�FHQWUDWLRQ�LV�WKH�SODFH�
ZKHUH�WKHUH�LV�LGHDO�FRQWDFW�DV�ZHOO�DV�LGHDO�QHXURPXVFXODU�FRQWURO�RI�WKH�DUWLFXODU�VXUIDFHV�RI�WKH�NLQHWLF�
FKDLQ��7KLV�DOORZV�IRU�WKH�PD[LPXP�OHQJWK�WHQVLRQ�UHODWLRQVKLSV�RI�WKH�IXQFWLRQDO�DQWDJRQLVWV�RI�WKH�MRLQW�
WR�VXSSO\�WKH�PXVFOH�V\QHUJ\�UHTXLUHG�WR�VWDELOL]H�DQG�EHDU�ORDG�DFURVV�WKH�MRLQW�VXUIDFHV��.RODU��������

7KH�JHQHUDO�SULQFLSOH�LV�WKDW�FHQWUDWLRQ�LV�D�FRPELQDWLRQ�RI�VWDELOL]DWLRQ�DQG�GLVVRFLDWLRQ��7KH�FOLHQW�
PXVW�EH� DEOH� WR� VWDELOL]H�RQH�SRUWLRQ�RI� WKH� DUWLFXODWLRQ�DV� WKH\�GLVVRFLDWH� WKH�RWKHU�SRUWLRQ�RI� WKH�
DUWLFXODWLRQ��:KLOH� RIWHQ� XVHG� LQWHUFKDQJHDEO\�� GLVVRFLDWLRQ� LV�PXFK�PRUH� WKDQ� VLPSOH�PRELOLW\� RI�
D� MRLQW��'LVVRFLDWLRQ� LV� WKH� FRQWUROOHG�PRYHPHQW� RI� DQ� DUWLFXODWLRQ��:KHUHDV�PRELOLW\� RI� D� MRLQW� LV�
UHTXLUHG�IRU�HIIHFWLYH�GLVVRFLDWLRQ��PRELOLW\�LV�VLPSO\�WKH�DYDLODEOH�UDQJH�RI�PRWLRQ�ZLWKLQ�WKH�MRLQW�
DQG�GRHV�QRW�LPSO\�FRQWURO�RI�WKLV�PRWLRQ��'LVVRFLDWLRQ�LQFOXGHV�WKH�QHXURPRWRU�FRQWURO�RI�D�UDQJH�
RI�PRWLRQ�ZKLOH�PDLQWDLQLQJ�DQ�RSWLPDO�D[LV�RI�FRQWURO��7KHUHIRUH��HI¿FLHQW�PRYHPHQW�UHTXLUHV�WKH�
FRRUGLQDWHG�QHXURPXVFXODU�FRQWURO�RI�ERWK�MRLQW�VWDELOL]DWLRQ�DQG�GLVVRFLDWLRQ��7KLV�FRPELQHG�HIIRUW�LV�
ZKDW�HVWDEOLVKHV�RSWLPDO�MRLQW�FHQWUDWLRQ�DQG�WKH�GHYHORSPHQW�RI�HI¿FLHQW�PRYHPHQW�SDWWHUQV��

1RWLFH�KRZ�WKH�PXVFOHV�FORVHVW�WR�WKH�D[LV�RI�URWDWLRQ�KHOS�PDLQWDLQ�DQ�RSWLPDO�D[LV�RI�URWDWLRQ��LPDJH�D���
ZKHUHDV�WKH�PXVFOHV�IXUWKHU�IURP�WKH�MRLQW�FDQ�SHUIRUP�D�VLPLODU�DFWLRQ�EXW�DUH�XQDEOH�WR�SUHVHUYH�WKH��
FHQWUDWHG�MRLQW�SRVLWLRQ��LPDJH�E���,Q�WKH�DERYH�H[DPSOH��WKH�JOXWHXV�PD[LPXV�LV�FORVHU�WR�WKH�D[LV�RI�
URWDWLRQ�DQG�LV�WKHUHIRUH�DEOH�WR�PDLQWDLQ�MRLQW�FHQWUDWLRQ�DV�LW�DVVLVWV�KLS�H[WHQVLRQ��7KH�KDPVWULQJV��
LQVHUWLQJ�IXUWKHU�IURP�WKH�D[LV�RI�URWDWLRQ��ZLOO�GULYH�WKH�IHPRUDO�KHDG�IRUZDUG�ZLWKLQ�WKH�DFHWDEXOXP�
ZKHQ�WKH\�EHFRPH�WKH�SULPDU\�KLS�H[WHQVRUV�

D��

E�

�
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:KHQ�DOO� WKH�PXVFOH�V\QHUJLVWV�DUH�ZRUNLQJ�RSWLPDOO\�� MRLQW�FHQWUDWLRQ� LV�PDLQWDLQHG��LPDJH�DERYH�
OHIW���,Q�WKH�SUHVHQFH�RI�PXVFOH�LQKLELWLRQ��WKLQQHU�PXVFOH���WKH�IXQFWLRQDO�DQWDJRQLVW��WKLFNHU�PXVFOH��
H[HUWV�LWV�SXOO�RQ�WKH�MRLQW�DQG�FHQWUDWLRQ�LV�ORVW��LPDJH�DERYH�ULJKW���

7KH�KLS�DQG�VKRXOGHU�SURYLGH�JUHDW�H[DPSOHV�RI� WKHVH�FRQFHSWV��)RU�H[DPSOH�� WKH�SVRDV�PDMRU�DQG�
JOXWHXV�PD[LPXV�DUH�RIWHQ�ODEHOHG�DV�DQWDJRQLVWV�RZLQJ�WR�WKH�IDFW�WKDW�WKH�SVRDV�PDMRU�LV�D�KLS�ÀH[RU�
DQG�WKH�JOXWHXV�PD[LPXV�LV�D�KLS�H[WHQGHU��+RZHYHU��WKH�GHHS�PHGLDO�¿EHUV�RI�ERWK�WKH�SVRDV�PDMRU�DQG�
WKH�JOXWHXV�PD[LPXV�KHOS�FHQWUDWH�WKH�IHPRUDO�KHDG�LQ�WKH�DFHWDEXOXP��WKHUHE\�DOORZLQJ�IRU�DQ�RSWLPDO�
D[LV�RI�URWDWLRQ�GXULQJ�KLS�PRWLRQ��*LEERQV��������,QKLELWLRQ�RI�RQH�RI�WKH�IXQFWLRQDO�DQWDJRQLVWV�ZLOO�
XS�UHJXODWH� WKH� V\QHUJLVWV� WR�KHOS�DFKLHYH�RSWLPXP�FHQWUDWLRQ�� ,Q� WKLV� H[DPSOH�� LI� WKH�SVRDV�PDMRU�
ZDV�WR�EHFRPH�LQKLELWHG�E\�DQ�DFXWH�GLVF�LUULWDWLRQ�IRU�LQVWDQFH��WKH�RWKHU�KLS�ÀH[RUV��LQFOXGLQJ�WKH�
WHQVRU�IDVFLDH�ODWDH�DQG�UHFWXV�IHPRULV��ZRXOG�EHFRPH�WKH�GRPLQDQW�KLS�ÀH[RUV��8QIRUWXQDWHO\��VLQFH�
WKH\�DUH�ORFDWHG�IXUWKHU�IURP�WKH�D[LV�RI�KLS�URWDWLRQ��WKH\�GR�QRW�SURYLGH�IRU�RSWLPDO�MRLQW�FHQWUDWLRQ�
DQG�LQVWHDG�SXOO�WKH�IHPRUDO�KHDG�IRUZDUG�LQ�WKH�DFHWDEXOXP�DV�WKH�FOLHQW�EULQJV�WKHLU�KLS�LQWR�ÀH[LRQ�
�6DKUPDQQ�������/HH��������6LPLODUO\��LQKLELWLRQ�RI�WKH�JOXWHXV�PD[LPXV�OHDGV�WR�XS�UHJXODWLRQ�RI�WKH�
KDPVWULQJV�WR�VXSSRUW�KLS�H[WHQVLRQ��%HLQJ�IXUWKHU�IURP�WKH�D[LV�RI�URWDWLRQ��WKH�KDPVWULQJV�GULYH�WKH�
IHPRUDO�KHDG�IRUZDUG�LQ�WKH�DFHWDEXOXP�DV�WKH�FOLHQW�EULQJV�WKHLU�KLS�LQWR�H[WHQVLRQ��

7KLV�LV�D�YHU\�FRPPRQ�VFHQDULR�WKDW�OHDGV�WR�IHPRUDO�DQWHULRU�JOLGH�V\QGURPH��6DKUPDQQ�������DQG�
WKH�ORVV�RI�RSWLPDO�KLS�IXQFWLRQ�DQG�VWUHQJWK��
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7KH� LQGLYLGXDO�ÀH[HV� WKHLU� KLS� DQG� LV� DEOH� WR�PDLQWDLQ� D� FHQWUDWHG� MRLQW�ZKHQ� WKHUH� LV� RSWLPDO� FR�
DFWLYDWLRQ�RI�WKH�PXVFOH�V\QHUJLVWV�RI�WKH�KLS�FRPSOH[��OHIW�LPDJH���:KHQ�WKHUH�LV�PXVFOH�G\VNLQHVLV��
MRLQW�FHQWUDWLRQ�LV�ORVW�DQG�DFWLYDWLRQ�RI�WKH�SULPH�PRYHUV�RI�WKH�KLS�GULYHV�GLVUXSWLRQ�RI�WKH�D[LV�RI�
URWDWLRQ��ULJKW�LPDJH��

$� VLPLODU� VFHQDULR� H[LVWV� LQ� WKH� VKRXOGHU��7KH� URWDWRU� FXII�PXVFOHV� DUH� UHVSRQVLEOH� IRU�PDLQWDLQLQJ�
FHQWUDWLRQ�RI�WKH�KXPHUXV�LQ�WKH�JOHQRLG�IRVVD��7KH�VXEVFDSXODULV�LV�XQLTXH�LQ�WKDW�LW�KHOSV�GUDZ�WKH�

KXPHUXV� SRVWHULRUO\� LQ� WKH� JOHQRLG� IRVVD�� :LWK�
LQKLELWLRQ� RI� WKH� VXEVFDSXODULV�� WKH� RWKHU� LQWHUQDO�
URWDWRUV�RI�WKH�VKRXOGHU��PDLQO\�WKH�WHUHV�PDMRU�DQG�
ODWLVVLPXV�GRUVL��DUH�XS�UHJXODWHG�WR�DVVLVW�FRQWURO�
RI�WKH�JOHQRKXPHUDO�MRLQW��%HFDXVH�ERWK�PXVFOHV�OLH�
IXUWKHU�IURP�WKH�D[LV�RI�URWDWLRQ��WKH\�ZLOO�GUDZ�WKH�
KXPHUXV�IRUZDUG�LQ�WKH�JOHQRLG��FUHDWLQJ�KXPHUDO�
DQWHULRU� JOLGH� V\QGURPH� �6DKUPDQQ� ������� 7KH�
FOLHQW�WKHQ�XVHV�WKLV�VWUDWHJ\�LQ�DOO�WKHLU�IXQFWLRQDO�
PRYHPHQW� SDWWHUQV�� HQJUDLQLQJ� WKLV� SDWWHUQ� ZLWK�
HYHU\�LQFUHDVLQJ�PRYHPHQW�WKH\�SHUIRUP���

7KH� LQGLYLGXDO� UDLVHV� WKHLU� DUP� DQG� LV� DEOH� WR�
PDLQWDLQ�D�FHQWUDWHG�MRLQW�ZKHQ�WKHUH�LV�RSWLPDO�FR�
DFWLYDWLRQ�RI�WKH�PXVFOH�V\QHUJLVWV�RI�WKH�VKRXOGHU�
FRPSOH[� �OHIW� LPDJH��� :KHQ� WKHUH� LV� PXVFOH�
G\VNLQHVLV��MRLQW�FHQWUDWLRQ�LV�ORVW�DQG�DFWLYDWLRQ�RI�
WKH�SULPH�PRYHUV�RI�WKH�VKRXOGHU�GULYHV�GLVUXSWLRQ�
RI�WKH�D[LV�RI�URWDWLRQ��ULJKW�LPDJH��
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/I]�8S�7YGGIWW
.SMRX�'IRXVEXMSR

.SMRX�GIRXVEXMSR�MW�EGLMIZIH�F]�XLI�GSQFMRIH�RIYVSQSXSV�XEWOW�SJ�WXEFMPM^EXMSR�ERH�HMWWSGMEXMSR��;LMPI�
RS�WMRKPI�QYWGPI� MW�ER]�QSVI� MQTSVXERX�XS� JYRGXMSR�XLER�ER]�SXLIV��IEGL�QYWGPI�HSIW�LEZI� MXW�S[R�
YRMUYI�EGXMSR�XLEX�MX�MW�FIWX�WYMXIH�JSV�ERH�MJ�MRLMFMXIH��MX�EPXIVW�XLI�MHIEP�GIRXVEXMSR�ERH�XLIVIJSVI�SZIVEPP�
QSZIQIRX�IJ½GMIRG]�SJ�XLI�NSMRX�ERH�YPXMQEXIP]�XLI�IRXMVI�OMRIXMG�GLEMR��8LI�HIITIV�PSGEP�QYWGPIW�PMOIP]�
TPE]�E�FMKKIV�VSPI�MR�XLI�½RI��QMRYXI�GSRXVSP�SJ�NSMRX�TSWMXMSRW�HYVMRK�QSZIQIRX�ERH�[MPP�SJXIR�VIUYMVI�
TVIJIVIRXMEP�EXXIRXMSR�[LIR�EXXIQTXMRK�XS�VIWXSVI�STXMQEP�QSZIQIRX�TEXXIVRW��

/)=��3RI�SJ�XLI�OI]W�XS�MQTVSZMRK�JYRGXMSR�MW�XS�IRWYVI�EGXMZEXMSR�SJ�EPP�NSMRX�W]RIVKMWXW��ERH�HIZIPST�
MHIEP�WXEFMPM^EXMSR�WXVEXIKMIW�ERH�HMWWSGMEXMSR�TEXXIVRW�XS�IRLERGI�XLI�GPMIRX´W�EFMPMX]�XS�EGLMIZI�STXMQEP�
NSMRX�GIRXVEXMSR��
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)ROORZLQJ�DQ� LQMXU\�� LW� LV�FRPPRQ�IRU�D�FOLHQW� WR�H[SHULHQFH� ORVV�RI� MRLQW�FHQWUDWLRQ� LQ� WKH�DIIHFWHG�
UHJLRQ��7KH�QHUYRXV�V\VWHP�UHDFWV�E\�XS�UHJXODWLQJ�IXQFWLRQDO�V\QHUJLVWV�LQ�DQ�DWWHPSW�WR�SURWHFW�DQG�
VWDELOL]H�WKH�MRLQW��7KLV�XS�UHJXODWLRQ�FDQ�DOVR�RFFXU�ZKHQ�WKHUH�LV�D�JHQHUDO�ORVV�RI�YLVXDO�RU�YHVWLEXODU�
LQSXW��RU�DQ�RYHUDOO�JHQHUDO�SURSULRFHSWLYH�G\VIXQFWLRQ�IROORZLQJ�DQ�LQMXU\�

µ*ULSSLQJ¶� SDWWHUQV� FDQ� UHVXOW� DV� WKH� ERG\� XS�UHJXODWHV� IXQFWLRQDO� V\QHUJLVWV� WR� DLG� VXSSRUW� RU�
VWDELOL]DWLRQ�LQ�WKH�FDVH�RI�ORFDO�RU�JOREDO�LQVWDELOLW\��7KLV�LV�RIWHQ�WKH�FDXVH�RI�FKURQLF�SRVWXUDO�KDELWV�
DQG�PRYHPHQW�SDWWHUQV��DV�ZHOO�DV�H[SODLQLQJ�ZK\�µEDODQFH�VSHFL¿F¶�H[HUFLVHV��EDODQFH�ERDUGV��ZREEOH�
GHYLFHV��HWF���FDQ�DFWXDOO\�SHUSHWXDWH�EDG�KDELWV�UDWKHU�WKDQ�KHOS�FOLHQWV�DQG�SDWLHQWV�ZLWK�SRRU�EDODQFH��
:KLOH�WKLV�SKHQRPHQRQ�FDQ�EH�VHHQ�DQ\ZKHUH�LQ�WKH�ERG\��WKHUH�DUH�VHYHUDO�FRPSHQVDWRU\�VWUDWHJLHV�
WKDW�DUH�FRPPRQ�DPRQJ�FOLHQWV�ZLWK�SRRU�WUXQN�DQG�RU�ORZHU�H[WUHPLW\�VWDELOL]DWLRQ�

�� 6KRXOGHU�JULSSLQJ��7KH�ODWLVVLPXV�GRUVL��WHUHV�PDMRU��SHFWRUDOLV�PLQRU��DQG�UKRPERLGV�ZLOO�RIWHQ�
VKRZ�VLJQV�RI�RYHUDFWLYLW\�LQ�DQ�DWWHPSW�WR�VWDELOL]H�WKH�WUXQN��7KLV�SDWWHUQ�ZLOO�OHDG�WR�GRZQZDUG�
URWDWLRQ�RI�WKH�VFDSXOD�DQG�FRQWULEXWH�WR�WUXQN�ULJLGLW\��7KHVH�FOLHQWV�ZLOO�JHQHUDOO\�GHPRQVWUDWH�SRRU�
WUXQN�URWDWLRQ�DQG�DUP�VZLQJ�GXULQJ�JDLW��DV�ZHOO�DV�OLPLWDWLRQV�LQ�RYHUKHDG�DUP�PRWLRQ���

�� 7UXQN�JULSSLQJ��2YHUDFWLYDWLRQ�RI�WKH�HUHFWRU�VSLQDH��JHQHUDOO\�DW�WKH�OHYHO�RI�WKH�WKRUDFROXPEDU�
MXQFWLRQ�� UHVXOWV� LQ� WKRUDFROXPEDU� H[WHQVLRQ��7KH� H[WHUQDO� DEGRPLQDO� REOLTXHV� DUH� JHQHUDOO\� WKH�
PRUH�FRPPRQ�RYHUDFWLYH�PXVFOHV�RI�WKH�DEGRPLQDO�ZDOO�DQG�FUHDWH�D�SRVWHULRU�WLOW�RI�WKH�SHOYLV�DQG�
RU�WUXQN�ÀH[LRQ�DQG�QDUURZLQJ�RI�WKH�VWHUQDO�DQJOH�RI�WKH�ULE�FDJH��2YHUDFWLYDWLRQ�RI�WKH�LQWHUQDO�
DEGRPLQDO�REOLTXHV�ZLOO� OHDG�WR�D�ZLGHQLQJ�DQG�ÀDULQJ�RI�WKH�ULE�FDJH��*HQHUDOO\�RYHUDFWLYLW\�RI�
HLWKHU�WKH�DEGRPLQDO�ZDOO�RU�WKH�HUHFWRU�VSLQDH�UHVXOWV�LQ�D�UHÀH[LYH�FR�DFWLYDWLRQ�RI�WKH�RSSRVLQJ�
PXVFOH�JURXS��OHDGLQJ�WR�ULJLGLW\�RI�WKH�WUXQN�DQG�VSLQH��

�� +LS�JULSSLQJ��+LS�JULSSLQJ��DOVR�UHIHUUHG�WR�DV�µEXWW�JULSSLQJ¶��/HH��������ZLOO�UHVXOW�LQ�DQ�DQWHULRU�
IHPRUDO�KHDG�SRVLWLRQ�DQG�JHQHUDO�RYHUFRPSUHVVLRQ�RI�WKH�IHPRURDFHWDEXODU�MRLQW��,W�PD\�DOVR�UHVXOW�
LQ�SRVWHULRU�URWDWLRQ�RI�WKH�LOLXP�RQ�WKH�IHPXU�GXULQJ�VLQJOH�OHJ�VWDQFH��7KLV�LV�D�FRPPRQ�VXEVWLWXWLRQ�
VWUDWHJ\�HVSHFLDOO\�ZKHQ�LQGLYLGXDOV�ORVH�VWDELOLW\�LQ�VLQJOH�OHJ�VWDQFH�

�� 7RH�JULSSLQJ��7KHUH�DUH�HVVHQWLDOO\�WZR�WRH�JULSSLQJ�VWUDWHJLHV�WKDW�FOLHQWV�ZLOO�XWLOL]H��WRH�FODZLQJ�
DQG� WRH� FXUOLQJ��7RH�FODZLQJ��PRUH� FRPPRQO\� UHIHUUHG� WR� DV� µKDPPHU� WRHV¶�� LV� H[WHQVLRQ�RI� WKH�
SUR[LPDO�PHWDWDUVRSKDODQJHDO�MRLQW�DQG�ÀH[LRQ�RI�WKH�SUR[LPDO�LQWHUSKDODQJHDO�MRLQW��7RH�FXUOLQJ�LV�
ÀH[LRQ�RI�ERWK�WKH�PHWDWDUVRSKDODQJHDO�DQG�LQWHUSKDODQJHDO�MRLQWV��7KLV�RYHUDFWLYLW\�RI�WKH�WRH�ÀH[RUV�
UHVXOWV�LQ�D�GHFUHDVH�LQ�DQNOH�GRUVLÀH[LRQ�DQG�OHDGV�WR�FRPSHQVDWLRQV�WKURXJK�WKH�PLG�IRRW��NQHH��
DQG�RU�WUXQN�HVSHFLDOO\�GXULQJ�VLQJOH�OHJ�VWDQFH�DQG�LQ�VLWXDWLRQV�ZKHUH�EDODQFH�LV�FRPSURPLVHG���

7KHVH� VXEVWLWXWLRQ� SDWWHUQV� DUH� FRPPRQ� WKURXJKRXW� IXQFWLRQDO� DFWLYLWLHV� DQG�� DV� PHQWLRQHG�� RIWHQ�
RFFXU�VHFRQGDU\�WR�LQMXULHV�WKDW�LQKLELW�RU�IXQFWLRQDOO\�FRPSURPLVH�D�PXVFOH¶V�DELOLW\�WR�SHUIRUP�LWV�
IXQFWLRQ��%HFDXVH�WKH�FOLHQW¶V�ZLOO�LV�RIWHQ�JUHDWHU�WKDQ�WKHLU�DELOLW\�WR�VWDELOL]H��GXH�WR�WKH�LQVWLQFWLYH�
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VXUYLYDO�PRGH�SUHVHQW�LQ�DOO�OLYLQJ�EHLQJV���DV�ZHOO�DV�WKH�QHUYRXV�V\VWHP¶V�FRPSHQVDWRU\�DGHSWQHVV��
WKH�UHVXOWDQW�DFWLYLWLHV�UHTXLUH� WKH�QHUYRXV�V\VWHP�WR�DGRSW�DOWHUQDWLYH�PXVFOH�VWUDWHJLHV� WR�SHUIRUP�
WKH�WDVN�DW�KDQG��7KLV�LV�D�PDMRU�FRQWULEXWRU�WR�PRYHPHQW�G\VIXQFWLRQ�DQG�WKH�UHDVRQ�WKDW�LW�LV�VR�HDV\�
IRU�FOLHQWV�DQG�SDWLHQWV�WR�SHUSHWXDWH�WKHLU�KDELWXDO�SDWWHUQV��6HYHUDO�RI�WKH�PRUH�FRPPRQ�LQKLELWHG�
PXVFOHV�DUH�OLVWHG�LQ�WKH�WDEOH�EHORZ��DORQJ�ZLWK�WKHLU�V\QHUJLVWLF�PXVFOH�VXEVWLWXWLRQV�DQG�WKH�SRVWXUDO�
RU�PRYHPHQW�G\VIXQFWLRQ�WKDW�RIWHQ�UHVXOWV�LQ�UHVSRQVH�WR�WKLV�VWUDWHJ\���

6IKMSR -RLMFMXIH�1YWGPI� 'SQQSR�1YWGPI��
7YFWXMXYXMSR�

6IWYPXERX�4SWXYVEP�ERH�SV��
1SZIQIRX�(]WJYRGXMSR�

7LSYPHIV� WYFWGETYPEVMW� XIVIW�QENSV���
PEXMWWMQYW�HSVWM

ERXIVMSV�LYQIVEP�LIEH�TSWMXMSR�
TSSV�KPIRSLYQIVEP�HMWWSGMEXMSR�

WYTVEWTMREXYW HIPXSMHW WYTIVMSV�LYQIVEP�LIEH�TSWMXMSR

WIVVEXYW�ERXIVMSV��
YTTIV�XVETI^MYW��
PS[IV�XVETI^MYW

VLSQFSMHW��PIZEXSV�
WGETYPE��TIGXSVEPMW�QMRSV

HS[R[EVH�VSXEXMSR�SJ�WGETYPE�
PEXIVEP�¾I\MSR�SJ�RIGO�XS[EVHW�XLI�
WMHI�SJ�MRLMFMXMSR

,MT� TWSEW�QENSV��
ERH�QMRSV

-R�XLI�LMT��VIGXYW�JIQSVMW��
XIRWSV�JEWGMEI�PEXEI�
-R�XLI�XVYRO�ERH�WTMRI��
IVIGXSV�WTMREI��SFPMUYI�
EFHSQMREPW

-R�XLI�LMT��ERXIVMSV�JIQSVEP�LIEH�
TSWMXMSR�
-R�XLI�XVYRO�ERH�WTMRI��KPSFEP�
VMKMHMX]�SJ�XVYRO�ERH�WTMRI�ERH�
L]TIVI\XIRWMSR�SJ�XLI�
XLSVEGSPYQFEV�NYRGXMSR

KPYXIYW�QE\MQYW LEQWXVMRKW��TMVMJSVQMW��
PYQFEV�IVIGXSV�WTMREI

ERXIVMSV�JIQSVEP�LIEH�TSWMXMSR��
PYQFEV�L]TIVPSVHSWMW��MJ�IVIGXSV�
WTMREI�HSQMRERX
�SV�TSWXIVMSV�
TIPZMG�VSXEXMSR��MJ�LEQWXVMRKW�EVI�
HSQMRERX
��

KPYXIYW�QIHMYW�
ERH�QMRMQYW

XIRWSV�JEWGMEI�PEXEI��
VIGXYW�JIQSVMW��UYEHVEXYW�
PYQFSVYQ

TIPZMG�YRPIZIPMRK��LMKLIV�SR�WMHI��
SJ�TSWMXMZI�8VIRHIPIRFYVK´W
�
WTMREP�GYVZEXYVI��GSQTIRWEXIH�
8VIRHIPIRFYVK´W


6IWTMVEXMSR�
ERH�XVYRO�
WXEFMPM^EXMSR�

HMETLVEKQ� WGEPIRIW��WXIVRSGPIMHS�
QEWXSMH��TIGXSVEPMW�QMRSV�

EGGIPIVEXIH�VIWTMVEXSV]�VEXIW��ETMGEP�
FVIEXLMRK�TEXXIVRW��L]TIVXVSTL]�SJ�
EGGIWWSV]�QYWGPIW�SJ�VIWTMVEXMSR��
VMKMHMX]�SJ�RIGO��XVYRO��ERH�WTMRI��
JSV[EVH�LIEH�ERH�RIGO�

XVERWZIVWYW��
EFHSQMRMW

SFPMUYI�EFHSQMREPW��
IVIGXSV�WTMREI

KPSFEP�VMKMHMX]�SJ�XVYRO�ERH�WTMRI

TIPZMG�¾SSV TMVMJSVQMW��SFXYVEXSV�
I\XIVRYW��UYEHVEXYW�
JIQSVMW

³FYXX�KVMTTMRK�́�TSSV��
JIQSVSEGIXEFYPEV�HMWWSGMEXMSR
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8,)�78%&-0->%8-32�(-773'-%8-32��
13()0�3*�*92'8-32�

7R�SHUIRUP�FRRUGLQDWHG�� HI¿FLHQW�PRWLRQ�� WKH�NLQHWLF�FKDLQ�FRQVLVWV�RI�DOWHUQDWLQJ�DUWLFXODU� UHJLRQV�
UHTXLULQJ� VWDELOL]DWLRQ� DQG� GLVVRFLDWLRQ��*UD\�&RRN� LQLWLDOO\� SURSRVHG� WKH� VWDELOLW\�PRELOLW\�PRGHO�
WR�GHVFULEH�WKH�IXQFWLRQ�RI�WKH�YDULRXV�OLQNV�ZLWKLQ�WKH�NLQHWLF�FKDLQ��$GDSWLQJ�KLV�PRGHO��LW�FDQ�EH�
GHWHUPLQHG� WKDW� VWDELOL]DWLRQ� LV� UHTXLUHG� DW� WKH� IRRW�� NQHH�� OXPERSHOYLF� FRPSOH[�� VFDSXORWKRUDFLF��
DQG� FHUYLFDO� VSLQH�� ZKLOH� GLVVRFLDWLRQ� LV� UHTXLUHG� DW� WKH� DQNOH�� KLS�� WKRUDFLF� VSLQH�� JOHQRKXPHUDO��
DQG�VXERFFLSLWDO�UHJLRQV��7KLV�PRGHO�GRHV�QRW�PHDQ�WR�VXJJHVW�PRWLRQ�LV�QRW�UHTXLUHG�LQ�UHJLRQV�RI��
WKH�IRRW��NQHH��RU�VFDSXOD��IRU�H[DPSOH��EXW�UDWKHU�VHUYHV�DV�D�JXLGHOLQH�DV�WR�WKH�JHQHUDO�IXQFWLRQ�RI�
HDFK�VHJPHQW�RI�WKH�NLQHWLF�FKDLQ��

7KH�VWDELOL]DWLRQ�GLVVRFLDWLRQ�PRGHO�RI�IXQFWLRQ��D��SRVWHULRU�YLHZ��E��DQWHULRU�YLHZ��

'LVVRFLDWLRQ

6WDELOL]DWLRQ

'LVVRFLDWLRQ

6WDELOL]DWLRQ

'LVVRFLDWLRQ

6WDELOL]DWLRQ

'LVVRFLDWLRQ

b
'LVVRFLDWLRQ

6WDELOL]DWLRQ

'LVVRFLDWLRQ

6WDELOL]DWLRQ

6WDELOL]DWLRQ

'LVVRFLDWLRQ

6WDELOL]DWLRQ

b
D���� � � � � � ��������

� � � � � �E�
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/I]�8S�7YGGIWW
2SXI�SR�XLI��
7XEFMPM^EXMSR�(MWWSGMEXMSR�1SHIP

;LMPI�GIVXEMR�VIKMSRW�SJ�XLI�OMRIXMG�GLEMR�QE]�FI�FIXXIV�HIWMKRIH�JSV�WXEFMPM^EXMSR�ERH�SXLIVW�EVI�FIXXIV�
HIWMKRIH�JSV�HMWWSGMEXMSR��MX� MW� MQTSVXERX�XS�RSXI�XLEX�EPP�VIKMSRW�QYWX�EX�GIVXEMR�XMQIW�FI�WXEFPI�ERH�
HYVMRK�SXLIVW��FI�EFPI� XS�HMWWSGMEXI�� *SV�I\EQTPI�� XLI� PYQFS�TIPZMG� VIKMSR�QYWX�KIRIVEPP]�FI� WXEFPI�
[LIR� PSEHIH��,S[IZIV�� XLI� JI[�HIKVIIW�SJ�QSXMSR� XLEX�IEGL� WIKQIRX� GSRXVMFYXIW�� MW� MQTSVXERX� XS�
SZIVEPP�QSXMSR�SJ�XLI�WTMRI�HYVMRK�XLI�KEMX�G]GPI�JSV�I\EQTPI��7MQMPEVP]��[LMPI�XLI�ORII�MW�HIWMKREXIH�EW�
E�VIKMSR�SJ�WXEFMPM^EXMSR��XLIVI�QYWX�FI�ER�EFMPMX]�XS�HMWWSGMEXI�XLI�XMFME�ERH�JIQYV�XS�TVSZMHI�STXMQEP�
PSEHMRK�ERH�YRPSEHMRK�HYVMRK�XLI�KEMX�G]GPI��

/)=��%PP�VIKMSRW�SJ�XLI�OMRIXMG�GLEMR�VIUYMVI�E�PIZIP�SJ�WXEFMPM^EXMSR�XS�IJ½GMIRXP]�PSEH�XLI�NSMRXW�ERH�
XLI�EFMPMX]�XS�HMWWSGMEXI�XS�JYRGXMSREPP]�³YRPSGO �́XLI�NSMRXW�XS�EPPS[�QSXMSR��&SXL�XLIWI�JYRGXMSRW�QYWX�FI�
VIWTIGXIH�ERH�VIWTIGXMZIP]�GSRHMXMSRIH�MRXS�IEGL�VIKMSR�SJ�XLI�OMRIXMG�GLEMR��

'\VIXQFWLRQ� RFFXUV� ZKHQ� WKHUH� DUH� DOWHUDWLRQV� LQ� WKHVH� UHODWLRQVKLSV� ZKHUH� WKH� MRLQWV� UHTXLULQJ�
VWDELOL]DWLRQ�EHFRPH�K\SHUPRELOH�DQG�FRQYHUVHO\�WKH�MRLQW�WKDW�VKRXOG�EH�PRELOH�EHFRPHV�K\SRPRELOH��
6HYHUDO�FRPPRQ�G\VIXQFWLRQDO�PRYHPHQW�SDWWHUQV�WKDW�IROORZ�WKH�VWDELOL]DWLRQ�GLVVRFLDWLRQ�PRGHO�DUH�
GHVFULEHG�LQ�WKH�IROORZLQJ�WDEOH�

0SWW�SJ�(MWWSGMEXMSR� 'SQQSR�'SQTIRWEXSV]�4EXXIVRW

%ROPI -RGVIEWIH�ORII�EFHYGXMSR��ZEPKYW
�ERH�SV�MRGVIEWIH�JSSX�TVSREXMSR�

,MT�� 4SWXIVMSV�VSXEXMSR�SJ�XLI�TIPZMW�ERH�PYQFEV�WTMRI�¾I\MSR�ERH�SV��
MRXVE�TIPZMG�VSXEXMSR��PSWW�SJ�WEGVSMPMEG�MRXIKVMX]


8LSVEGMG�� 4SWXIVMSV�VSXEXMSR�SJ�XLI�TIPZMW�ERH�PYQFEV�WTMRI�¾I\MSR�ERH�SV�
WGETYPSXLSVEGMG�MRWXEFMPMX]�
-RGVIEWIH�GIVZMGSXLSVEGMG�QSXMSR

+PIRSLYQIVEP� 7GETYPSXLSVEGMG�MRWXEFMPMX]�ERH�SV�GIVZMGEP�WTMRI�MRWXEFMPMX]�

*HQHUDOO\� WKH� DUHDV� WKDW�EHFRPH�K\SHUPRELOH� VHFRQGDU\� WR�SRRU� ORFDO� VWDELOL]DWLRQ�DQG�SRRU�GLVWDO�
GLVVRFLDWLRQ�±�PDLQO\�WKH�NQHHV�� OXPERSHOYLF�UHJLRQ��DQG�VFDSXORWKRUDFLF�UHJLRQV�±�DUH� WKH�UHJLRQV�
ZKHUH�PRVW�FOLHQWV�FRPSODLQ�RI�SDLQ�¿UVW�DQG�DUH�WKH�UHDVRQV�WKH\�VHHN�RXW�WKH�VHUYLFHV�RI�D�WUDLQHU�
RU� WKHUDSLVW� �WKH\�ZLOO� JHQHUDOO\� SD\� D� YLVLW� WR� WKHLU� RUWKRSHGLF� VXUJHRQ�ZKHQ� WKHVH� DUHDV� EHFRPH�
LQWROHUDEOH���:KLOH�K\SHUPRELOLW\�RI�WKH�NQHH�DQG�OXPEDU�VSLQH�RIWHQ�OHDGV�WR�SUHPDWXUH�GHJHQHUDWLRQ�
RI�WKHVH�DUHDV��GHJHQHUDWLYH�LVVXHV�DOVR�WHQG�WR�DULVH�DW�WKH�RYHUO\�FRPSUHVVHG�MRLQWV��L�H��DW�WKH�KLSV��
DOWKRXJK�LW�JHQHUDOO\�WDNHV�D�ORQJHU�WLPH�IRU�GLUHFW�PDQLIHVWDWLRQ�RI�WKHVH�G\VIXQFWLRQV��7KLV�LV�JHQHUDOO\�
ZK\�WKH�PHGLFDO�DQG�RUWKRSHGLF�ZRUOG�WHQGV�WR�EODPH�µKHUHGLW\¶�IRU�MRLQW�GHJHQHUDWLRQ�DQG�RVWHRDUWKULWLV�
IRU�WKHVH�FRQGLWLRQV��UDUHO\�DWWULEXWLQJ�WKHP�WR�G\VIXQFWLRQV�LQ�SDWLHQWV¶�PRYHPHQW�VWUDWHJ\��
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7KHVH�DOWHUDWLRQV�LQ�MRLQW�IXQFWLRQ�ZLOO�DOVR�FKDQJH�PXVFXODU�FRQWURO�RI�WKH�UHJLRQ��)RU�H[DPSOH��ORVV�
RI� VFDSXORWKRUDFLF� VWDELOLW\� VHFRQGDU\� WR� WKRUDFLF� ULJLGLW\� UHVXOWV� LQ� WLJKWQHVV�RI� WKH� URWDWRU� FXII� DV�
LW� UHÀH[LYHO\� XS�UHJXODWHV� WR� KHOS� LPSURYH� VWDELOL]DWLRQ�� 7KLV� UHVXOWV� LQ� GLPLQLVKHG� JOHQRKXPHUDO�
GLVVRFLDWLRQ��FDXVLQJ�JOHQRKXPHUDO�PRWLRQ�WR�GULYH�VFDSXORWKRUDFLF�PRWLRQ��SHUSHWXDWLQJ�WKH�VFDSXODU�
G\VNLQHVLV��$GGLWLRQDOO\��DV�WKH�VFDSXORWKRUDFLF�DUWLFXODWLRQ�EHFRPHV�PRUH�PRELOH��WKH�QHFN�EHFRPHV�
VWLIIHU�DV�WKH�PXVFOHV�RI�WKH�FHUYLFDO�VSLQH�DOVR�XS�UHJXODWH�LQ�DQ�DWWHPSW�WR�VWDELOL]H�DQG�DQFKRU�WKH�
VFDSXOD��7KLV� LQFUHDVHV�FRPSUHVVLYH� IRUFHV� WKURXJK� WKH�QHFN�� LUULWDWLQJ� WKH�SHULSKHUDO�QHUYHV�RI� WKH�
FHUYLFDO�VSLQH��OHDGLQJ�WR�PXVFOH�LQKLELWLRQ�DQG�IXUWKHU�SHUSHWXDWLRQ�RI�WKH�PRYHPHQW�G\VIXQFWLRQ���

$�VLPLODU�SDWWHUQ�FDQ�EH�VHHQ�LQ�WKH�ORZHU�H[WUHPLWLHV��:LWK�ORVV�RI�KLS�GLVVRFLDWLRQ�VHFRQGDU\�WR�D�SRRU�
KLS�VWDELOL]DWLRQ�SDWWHUQ�VXFK�DV�µEXWW�JULSSLQJ¶�RU�UHVWULFWLRQV�LQ�WKH�SRVWHULRU�FDSVXOH��WKH�FOLHQWV�ZLOO�
PRYH�E\�PHDQV�RI�WKH�OXPERSHOYLF�UHJLRQ��HLWKHU�SRVWHULRUO\�URWDWLQJ�WKH�SHOYLV�RU�ÀH[LQJ�WKH�OXPEDU�
VSLQH��RU�D�FRPELQDWLRQ�RI�ERWK��7KLV�GULYHV�K\SHUPRELOLW\�RI�WKH�OXPEDU�VSLQH�DQG�UHÀH[LYH�WLJKWQHVV�
RI�WKH�KLS�H[WHUQDO�URWDWRUV�DQG�RU�KDPVWULQJV��HIIHFWLYHO\�SHUSHWXDWLQJ�WKH�F\FOH�

3RRU�SDWWHUQV�RI�GLVVRFLDWLRQ��7KH�FOLHQW�
GRHV�QRW� DFKLHYH�RSWLPDO�GLVVRFLDWLRQ�RI�
WKHLU� JOHQRKXPHUDO� MRLQW�� ZKLFK� FDXVHV�
WKHP� WR� RYHUO\� DEGXFW� DQG� HOHYDWH� WKH�
VFDSXORWKRUDFLF� DUWLFXODWLRQ� �LPDJH�
WR� OHIW��� 7KH\� GR� QRW� DFKLHYH� RSWLPDO�
GLVVRFLDWLRQ� RI� WKH� KLS�� UHVXOWLQJ� LQ�
SRVWHULRU�URWDWLRQ�RI�WKH�SHOYLV�DQG�OXPEDU�
ÀH[LRQ��LPDJH�WR�ULJKW��

7KH�NH\�WR�KDOWLQJ�WKHVH�SHUSHWXDWLQJ�F\FOHV�RI�G\VIXQFWLRQ�LV�WR�LGHQWLI\�DQG�FRUUHFW�WKH�NH\�GULYHUV�
DQG�LQVWLWXWH�FRUUHFWLYH�SDWWHUQV�WR�HQJUDLQ�QHZ�PRYHPHQW�SDWWHUQLQJ�LQWR�WKH�QHUYRXV�V\VWHP��:KLOH�
VRPH�WUDLQHUV�RU�WKHUDSLVWV�PD\�DUJXH�WKH�SRLQW�ZKHWKHU�WKH�K\SRPRELOLW\�SUHFHGHG�WKH�K\SHUPRELOLW\�
RU�YLFH�YHUVD��LW�LV�RIWHQ�DV�VHQVHOHVV�D�GLVFXVVLRQ�DV�WKH�JUHDW�FKLFNHQ�RU�HJJ�GHEDWH��7KH�JRDO�RI�WKH�
FRUUHFWLYH�VWUDWHJ\�ZLOO�EH�WR�PRELOL]H�WKH�K\SRPRELOH�UHJLRQV��VWDELOL]H�WKH�K\SHUPRELOH�UHJLRQV��DQG�
LQVWLWXWH�D�FRUUHFWLYH�H[HUFLVH�VWUDWHJ\�WKDW�UHVSHFWV�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�UHJLRQV��$�JHQHUDO�UXOH�
RI�WKXPE�ZLOO�EH�WR�VWDELOL]H�WKH�SUR[LPDO�VWUXFWXUHV�±�WKH�VSLQH�LQ�WKH�H[DPSOHV�DERYH�±�DQG�WKHQ�WHDFK�
RSWLPDO�GLVVRFLDWLRQ�WKURXJK�WKH�H[WUHPLWLHV��L�H��WKH�KLS�DQG�VKRXOGHUV��7KLV�ZLOO�EH�WKH�EDVLF�SUHPLVH�
RI�WKH�FRUUHFWLYH�H[HUFLVH�VWUDWHJ\�WKDW�LV�SUHVHQWHG�LQ�WKH�ODWHU�VHFWLRQV�RI�WKH�ERRN����

7KH�JRDO�RI�WKH�FRUUHFWLYH�VWUDWHJLHV�LV�WR�LPSURYH�MRLQW�FHQWUDWLRQ�E\�LPSURYLQJ�WKH�IXQFWLRQ�RI�WKH�
PXVFOH�V\QHUJLVWV�DURXQG�WKH�SDUWLFXODU�G\VIXQFWLRQDO�MRLQW�V��DQG�WKHQ�WHDFK�WKH�FOLHQW�KRZ�WR�GLVVRFLDWH�
WKH�DSSURSULDWH�UHJLRQV�RI�WKH�NLQHWLF�FKDLQ��7KH\�DUH�WKHQ�SURYLGHG�ZLWK�D�VWUDWHJ\�IRU�LQFRUSRUDWLQJ�



�� _��&255(&7,9(�(;(5&,6(�62/87,216�72�&20021�+,3�$1'�6+28/'(5�'<6)81&7,21

WKH�QHZ�MRLQW�SRVLWLRQ�DQG�FRQWURO�EDFN�LQWR�WKH�IXQGDPHQWDO�PRYHPHQW�SDWWHUQV��7KLV�DSSURDFK�RIWHQ�
UHTXLUHV�WKH�XVH�RI�VSHFL¿F�PXVFOH�DFWLYDWLRQ�VWUDWHJLHV�WR�LPSURYH�WKH�UROH�RI�WKH�LQKLELWHG�IXQFWLRQDO�
PXVFOH�DQWDJRQLVWV�DQG�ZLOO�EH�WKH�GLVFXVVLRQ�RI�D�ODWHU�VHFWLRQ�RI�WKH�ERRN�

46)(-'8367�3*�-2.96=�
:KLOH�LW�LV�LPSRVVLEOH�WR�SUHGLFW�ZLWK�D�RQH�KXQGUHG�SHUFHQW�DFFXUDF\��WKHUH�DUH�WKUHH�IDFWRUV�WKDW�KDYH�
GHPRQVWUDWHG� FOLQLFDO� FRQVLVWHQF\� LQ� HVWDEOLVKLQJ� WKH� FDXVH�� DV�ZHOO� DV� SUHGLFWLQJ� WKH� SRWHQWLDO� IRU�
LQMXULHV��DV\PPHWULHV�LQ�UDQJH�RI�PRWLRQ��SUHYLRXV�LQMXU\��DQG�DEHUUDQW�PRWRU�FRQWURO�

$V\PPHWULHV�LQ�KLS�UDQJH�RI�PRWLRQ�KDYH�EHHQ�IRXQG�LQ�FOLHQWV�ZLWK�ORZ�EDFN�SDLQ��9DQ�'LOOHQ�HW�DO�
�������1RW�RQO\�ZDV�WKHUH�D�JUHDWHU�ORVV�RI�WRWDO�KLS�URWDWLRQ�LQ�WKRVH�FOLHQWV�ZLWK�ORZ�EDFN�SDLQ��EXW�
WKHUH�ZDV�DOVR�D�JUHDWHU�DV\PPHWU\� LQ� UDQJH�RI�PRWLRQ�EHWZHHQ� WKH� OHIW�DQG� ULJKW� VLGHV��6LPLODUO\��
(OOLVRQ��5RVH��DQG�6DKUDPQQ�GLVFRYHUHG�D�SUHGRPLQDQW�ORVV�RI�LQWHUQDO�KLS�URWDWLRQ�ZKHQ�FRPSDULQJ�
KHDOWK\� VXEMHFWV� WR�SDWLHQWV�ZLWK� ORZ�EDFN�SDLQ� ��������/RVV�RI� LQWHUQDO� KLS� URWDWLRQ� LV� D� FRPPRQ�
DQHFGRWDO� FOLQLFDO�¿QGLQJ� LQ� FOLHQWV�ZLWK� ORZ�EDFN�SDLQ� DQG� VLPLODUO\� WKH� ORVV� RI� LQWHUQDO� VKRXOGHU�
URWDWLRQ�DFFRPSDQLHV�QHFN�DQG�XSSHU�EDFN�SDLQ��$VVHVVLQJ�DV\PPHWULHV�LQ�PRWLRQ�ZLOO�EH�D�EDVLV�IRU�
VHYHUDO�RI�WKH�UDQJH�RI�PRWLRQ�WHVWV�WKDW�ZLOO�EH�SHUIRUPHG�LQ�WKH�DVVHVVPHQW�IXQFWLRQ���

3UHYLRXV�LQMXU\�KDV�EHHQ�VXJJHVWHG�DV�D�SUHGLFWRU�RI�LQMXU\��DOWKRXJK��LQ�D�OLWHUDWXUH�UHYLHZ�RI�SUHGLFWLYH�
IDFWRUV�IRU�ODWHUDO�DQNOH�VSUDLQV��%H\QQRQ�HW�DO��������IRXQG�QR�FRQVLVWHQW�IDFWRUV�RQ�ZKLFK�WR�EDVH�
IXWXUH�DQNOH�LQMXU\�SUHGLFWLRQV��+RZHYHU��PHFKDQLFDO�LQVWDELOLW\��MRLQW�HIIXVLRQ��OLJDPHQWRXV�RU�MRLQW�
FDSVXOH� OD[LW\�� DQG� LPSDLUHG� DUWKURNLQHPDWLFV�� DQG� IXQFWLRQDO� LQVWDELOLW\� �DOWHUHG� SURSULRFHSWLRQ��
PXVFXODU� DFWLYDWLRQ� SDWWHUQV�� DQG� LPSDLUHG� SRVWXUDO� FRQWURO�� KDYH� EHHQ� GLVFRYHUHG� IROORZLQJ� MRLQW�
LQMXU\�DQG�KDYH�EHHQ�VXJJHVWHG�WR�SOD\�D�UROH�LQ�UHFXUUHQW�LQMXULHV��+HUWHO��������([SHULPHQWDO�MRLQW�
HIIXVLRQ� �LQMHFWLRQ� RI� VDOLQH� VROXWLRQ� LQWR� D� MRLQW�� KDV� EHHQ� VKRZQ� WR� FUHDWH� LQKLELWLRQ� RI� WKH� ORFDO�
VWDELOL]HUV� �YDVWXV�PHGLDOLV�� RI� WKH� NQHH� �+RSNLQV� HW� DO� ������� ,QGLYLGXDOV� H[SHULHQFLQJ� ORZ� EDFN�
SDLQ�DQG�XQLODWHUDO�VFLDWLFD�W\SH�V\PSWRPV�KDYH�GHPRQVWUDWHG�DWURSK\�LQ�PXOWL¿GXV�DQG�SVRDV�PDMRU�
�'DQJDULD�HW�DO��������.DPD]�HW�DO��������GHPRQVWUDWHG�DWURSKLF�FKDQJHV�LQ�WKH�SVRDV�PDMRU��TXDGUDWXV�
OXPERUXP��DQG�PXOWL¿GXV�LQ�SDWLHQWV�ZLWK�FKURQLF�ORZ�EDFN�SDLQ��ZLWK�VLPLODU�¿QGLQJV�GLVFRYHUHG�E\�
%DUNHU��6KDPOH\�DQG�-DFNVRQ���������3RRU�SHUIRUPDQFH�LQ�EDODQFH�WHVWV�KDV�DOVR�EHHQ�VKRZQ�WR�EH�
D�UHOLDEOH�SUHGLFWRU�RI�DQNOH�LQMXULHV��0F*XLQH�HW�DO��������:KLOH�WKH�UHVHDUFK�PD\�QRW�FRQYLQFLQJO\�
LQGLFDWH�D�UHODWLRQVKLS��WKHUH�LV�HQRXJK�HPSLULFDO�DV�ZHOO�DV�DQHFGRWDO�FOLQLFDO�HYLGHQFH�WR�VXJJHVW�WKDW�
SUHYLRXV�LQMXULHV�DQG�UHVXOWDQW�PXVFOH�DWURSK\�FDQ�EH�SUHGLFWRUV�RI�IXWXUH�LQMXULHV�ZKHQ�FRPELQHG�ZLWK�
WKH�UHVXOWV�RI�D�IXQFWLRQDO�DVVHVVPHQW���

$GGLWLRQDOO\�� G\VIXQFWLRQV� LQ� PRWRU� FRQWURO� DQG� DOWHUHG� PXVFOH� DFWLYDWLRQ� VWUDWHJLHV� KDYH� EHHQ�
FRQVLVWHQWO\�GHPRQVWUDWHG�LQ�FOLHQWV�ZLWK�ORZ�EDFN�SDLQ�YHUVXV�WKRVH�ZLWKRXW�SDLQ��5LFKDUGVRQ�HW�DO�
�������,QFUHDVHG�DFWLYDWLRQ�RI�WKH�JOREDO�PXVFOHV�UDWKHU�WKDQ�WKH�ORFDO�PXVFOHV�RI�WKH�WUXQN�KDV�EHHQ�
GHPRQVWUDWHG�LQ�DWKOHWHV�ZLWK�FKURQLF�JURLQ�SDLQ��&RZDQ�HW�DO��������DQG�LQ�SDWLHQWV�ZLWK�SHOYLF�JLUGOH�
SDLQ�WKHUH�LV�LQFUHDVHG�SUH�DFWLYDWLRQ�RI�WKH�ELFHSV�IHPRULV�DQG�DGGXFWRU�ORQJXV�RYHU�WKH�WUDQVYHUVXV�
DEGRPLQLV��+XQJHUIRUG�HW�DO��������'H¿FLWV�LQ�QHXURPXVFXODU�FRQWURO�RI�WKH�WUXQN�KDYH�EHHQ�VKRZQ�WR�
EH�D�SUHGLFWRU�RI�NQHH�LQMXU\�LQ�DWKOHWHV��=D]XODN�HW�DO���,Q�D�VWXG\�RI�����FROOHJH�DWKOHWHV��WLPLQJ�GHOD\V�
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LQ�WUXQN�PXVFOHV�ZHUH�GHPRQVWUDWHG�WR�EH�D�ULVN�IDFWRU�IRU�GHYHORSLQJ�ORZ�EDFN�SDLQ��:LWK�DWKOHWHV�
ZKR�UHSRUWHG�D�SUHYLRXV�HSLVRGH�RI�EDFN�SDLQ��WKHUH�ZDV�D�JUHDWHU�WKDQ�WZRIROG�LQFUHDVH�LQ�WKH�ULVN�IRU�
GHYHORSLQJ�IXWXUH�EDFN�SDLQ��&KROHZLFNL�HW�DO��������7KXV�� LGHQWLI\LQJ�PRYHPHQW�G\VIXQFWLRQ�DQG�
LPSURYLQJ�PRWRU�FRQWURO�PXVW�EH�FRPSRQHQWV�RI�WKH�FRUUHFWLYH�H[HUFLVH�VWUDWHJ\�ZKHQ�DWWHPSWLQJ�WR�
LPSURYH�G\VIXQFWLRQDO�PRYHPHQW�SDWWHUQV�

'32'097-32
,GHQWLI\LQJ� WKH�FRPSRQHQWV�RI�KXPDQ�PRYHPHQW�KHOSV� WKH� WUDLQHU�RU� WKHUDSLVW�XQGHUVWDQG� VRPH�RI�
WKH� QXDQFHV� RI� PRYHPHQW� DV� ZHOO� DV� WKH� FDXVHV� IRU� PRYHPHQW� LQHI¿FLHQFLHV�� 8QGHUVWDQGLQJ� DQG�
DSSUHFLDWLQJ�WKH�GHYHORSPHQWDO�DQG�DGYDQFLQJ�UROHV�RI�WKH�QHXURPXVFXORIDVFLDO�V\VWHP�HQDEOHV�WKH�
SUDFWLWLRQHU� WR� EHWWHU� GHVLJQ� DQG� LPSOHPHQW� FRUUHFWLYH� DQG� SURJUHVVLYH� H[HUFLVH� SDWWHUQV� WKDW� DUH�
VSHFL¿F�WR�WKH�IXQGDPHQWDO�QHHGV�RI�WKH�SDWLHQW�RU�FOLHQW��7KH�QH[W�VHFWLRQV�ZLOO�WDNH�D�FORVHU�ORRN�DW�
WKH�VKRXOGHU�DQG�KLS�FRPSOH[HV�WR�IDFLOLWDWH�EHWWHU�XQGHUVWDQGLQJ�RI�WKH�LQWULFDFLHV�RI�WKHVH�UHJLRQV��
DV�ZHOO�DV�LPSURYH�FRPSUHKHQVLRQ�RI�WKH�LGHDO�NLQHPDWLFV�D�FOLHQW�ZLOO�UHTXLUH�WR�DFKLHYH�LPSURYHG�
IXQFWLRQ��GHFUHDVHG�OLNHOLKRRG�RI�LQMXU\��DQG�HQKDQFHG�SHUIRUPDQFH���
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SDUW
-HIRXMJ]MRK�ERH�%WWIWWMRK�XLI�,MT�ERH�
7LSYPHIV�'SQTPI\IW

',%48)6���� 8LI�7LSYPHIV�'SQTPI\

',%48)6���� 8LI�,MT�'SQTPI\

',%48)6���� %WWIWWQIRX

,,
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FKDSWHU�
8LI�7LSYPHIV�'SQTPI\
',%48)6�3&.)'8-:)7
8S�MHIRXMJ]�ERH�YRHIVWXERH�XLI�JYRGXMSREP�GSQTSRIRXW�SJ�XLI��
WLSYPHIV�GSQTPI\

8S�MHIRXMJ]�XLI�OI]�VIKMSRW�SJ�H]WJYRGXMSR�[MXLMR�XLI�WLSYPHIV�GSQTPI\

8S�YRHIVWXERH�XLI�MHIEP�QIGLERMGW�SJ�XLI�WLSYPHIV�GSQTPI\�

7KH�VKRXOGHU�LV�D�FRPSOH[�V\VWHP�RI�MRLQWV�ZRUNLQJ�WRJHWKHU�WR�DOORZ�IRU�D�ODUJH�UDQJH�RI�PRELOLW\�RI�
WKH�XSSHU�H[WUHPLW\��7KH�VKRXOGHU�FRPSOH[�IXQFWLRQV�WR�VXSSRUW�WKH�XSSHU�H[WUHPLW\�WR�DOORZ�IRU�WKH�
VSHFL¿F�SODFHPHQW�RI�WKH�KDQG�LQ�WKH�DFWLRQV�RI�SXOOLQJ��SXVKLQJ��OLIWLQJ��DQG�WKURZLQJ�

7869'896)�3*�8,)�7,390()6�'3140)<
7KH�VKRXOGHU�FRPSOH[�LV�IRUPHG�E\�IRXU�MRLQW�DUWLFXODWLRQV��JOHQRKXPHUDO��*+���VFDSXORWKRUDFLF��67���
DFURPLRFODYLFXODU��$&���DQG�VWHUQRFODYLFXODU��6&���7KH�FROOHFWLYH�DFWLRQ�RI�WKHVH�IRXU�MRLQWV�PDNH�WKH�
VKRXOGHU�FRPSOH[�WKH�PRVW�PRELOH�MRLQW�FRPSOH[�LQ�WKH�ERG\��+RZHYHU��WKLV�PRELOLW\�FRPHV�DW�D�SULFH��
VWDELOLW\��7R�XQGHUVWDQG�H[DFWO\�KRZ�VWDELOLW\�LV�FUHDWHG��D�EDVLF�NQRZOHGJH�RI�VKRXOGHU�NLQHPDWLFV�DQG�
IXQFWLRQDO�DQDWRP\�LV�QHFHVVDU\���

$FURPLRFODYLFXODU�MRLQW

$FURPLRQ

'HOWRLG��FXW�DQG�UHÁHFWHG�

*OHQHQRKXPHUDO�MRLQW

%LFHSV�EUDQFKLL�WHQGRQ�
�ORQJ�KHDG�

+XPHUXV

&ODYLFOH

6FDSXOD

6FDSXORWKRUDFLF�MRLQW

6WHUQRFODYLFXODU�MRLQW
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8,)�+0)23,91)6%0�.3-28
7KH�JOHQRKXPHUDO��*+��MRLQW��VHH�EHORZ��ULJKW�DUP��ODWHUDO�YLHZ��LV�DQ�HQDUWKURGLDO��EDOO�DQG�VRFNHW��
MRLQW�IRUPHG�E\�WKH�KXPHUDO�KHDG�DQG�WKH�JOHQRLG�IRVVD�RI�WKH�VFDSXOD��$OWKRXJK�LW�KDV�WUDGLWLRQDOO\�
EHHQ�FODVVL¿HG�DV�D�EDOO�DQG�VRFNHW�MRLQW��WKH�*+�MRLQW�FDQ�EH�PRUH�FRUUHFWO\�WKRXJKW�RI�DV�D�JROI�EDOO�
RQ�D�WHH��$V�PHQWLRQHG��WKLV�DUUDQJHPHQW�DOORZV�IRU�D�WUHPHQGRXV�DPRXQW�RI�PRWLRQ�EXW�LW�FRPHV�DW�WKH�
FRVW�RI�VWDELOLW\��7KHUHIRUH��WKH�*+�MRLQW�UHOLHV�RQ�WKH�SDVVLYH�VXSSRUW�WKDW�LV�SURYLGHG�E\�WKH�JOHQRLG�
ODEUXP��MRLQW�FDSVXOH��DQG�QXPHURXV�OLJDPHQWV�VXUURXQGLQJ�WKH�MRLQW��DV�ZHOO�DV�WKDW�VXSSOLHG�E\�WKH�
URWDWRU�FXII�PXVFOHV��ZKLFK�DGG�DGGLWLRQDO�G\QDPLF�VXSSRUW��(DFK�RI�WKHVH�FRPSRQHQWV�ZLOO�EH�ORRNHG�
DW�LQ�JUHDWHU�GHWDLO�EHORZ�

8,)�0%&691�%2(�.3-28�'%4790)
7KH�ODEUXP�LV�D�¿EURFDUWLODJHQRXV�OLS�VXUURXQGLQJ�WKH�JOHQRLG�IRVVD��FUHDWLQJ�D�JUHDWHU�GHSWK�WR�WKH�
IRVVD��ZKLFK�WKHUHE\�GHHSHQV�WKH�FRQWDFW�DUHD�IRU�WKH�KHDG�RI�WKH�KXPHUXV��$SSUR[LPDWHO\�WZLFH�WKH�
VL]H�RI�WKH�KXPHUDO�KHDG��WKH�MRLQW�FDSVXOH�LV�D�¿EURXV�VWUXFWXUH�WKDW�VXUURXQGV�WKH�KHDG�RI�WKH�KXPHUXV�
DQG� JOHQRLG� IRVVD��7KH� MRLQW� FDSVXOH� EOHQGV�ZLWK� WKH� WKUHH� JOHQRKXPHUDO� OLJDPHQWV� ±� WKH� VXSHULRU�
JOHQRKXPHUDO�OLJDPHQW��WKH�PLGGOH�JOHQRKXPHUDO�OLJDPHQW��DQG�WKH�LQIHULRU�JOHQRKXPHUDO�OLJDPHQW�±�
ZKLFK�DGG�VWDELOLW\�DQG�VWUHQJWK��

$FURPLRQ

6XEGHOWRLG�EXUVD�IXVHG��
ZLWK�VXEDFURPLDO�EXUVD

6XSUDVSLQDWXV�WHQGRQ

,QIUDVSLQDWXV�WHQGRQ

*OHQRLG�ODEUXP

*OHQRLG�FDYLW\

7HUHV�PLQRU�WHQGRQ

&RUDFRDFURPLDO�OLJDPHQW

&RUDFRKXPHUDO�OLJDPHQW

6XSHULRU�JOHQRKXPHUDO�
OLJDPHQW

%LFHSV�EUDFKLL�WHQGRQ��
�ORQJ�KHDG�

6XEVFDSXODULV�WHQGRQ

0LGGOH�JOHQRKXPHUDO��
OLJDPHQW

,QIHULRU�JOHQRKXPHUDO��
OLJDPHQW
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197'0)7�3*�8,)�638%836�'9**
7KH� PXVFOHV� RI� WKH� URWDWRU� FXII� DQG� ORQJ� KHDG� RI� WKH� ELFHSV� EOHQG� LQWLPDWHO\� ZLWK� WKH� MRLQW��
FDSVXOH��DGGLQJ�D�G\QDPLF�FRPSRQHQW�WR�WKLV�VWUXFWXUH��7KH�URWDWRU�FXII�FRQVLVWV�RI�IRXU�PXVFOHV��
VXSUDVSLQDWXV��LQIUDVSLQDWXV��WHUHV�PLQRU��DQG�VXEVFDSXODULV��:KLOH�HDFK�VHUYHV�D�VSHFL¿F�IXQFWLRQ�
DW�WKH�*+�MRLQW��FROOHFWLYHO\�WKH�URWDWRU�FXII�PXVFOHV��DORQJ�ZLWK�WKH�ORQJ�KHDG�RI�WKH�ELFHSV�EUDFKLL��
GHSUHVV�DQG�VWDELOL]H�WKH�KXPHUDO�KHDG�LQ�WKH�JOHQRLG�IRVVD��7KH�VSHFL¿F�IXQFWLRQ�RI�WKH�URWDWRU�FXII�
PXVFOHV�ZLOO�EH�GLVFXVVHG�EHORZ��

�

�

+HDG�RI�KXPHUXV

6XSUDVSLQDWXV

,QIUDVSLQDWXV

6XEVFDSXODULV

7HUHV�PLQRU

+XPHUXV

'HOWRLG

�'LUHFWLRQV�RI�URWDWRU�FXII�PXVFOH�DFWLRQV��

6SLQH�RI�VFDSXOD

6XSUDVSLQDWXV�WHQGRQ

,QIUDVSLQDWXV

7HUHV�PLQRU

6XSUDVSLQDWXV

7KH�URWDWRU�FXII�PXVFOHV��6XEVFDSXODULV�LV�ORFDWHG�
RQ�WKH�DQWHULRU�VXUIDFH�RI�WKH�VFDSXOD��EHWZHHQ�WKH�
VFDSXOD�DQG�WKH�ULEV��DQG�DWWDFKHV�WR�WKH�KXPHUXV�
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7KH� VXSUDVSLQDWXV� DWWDFKHV� VXSHULRUO\� IURP� WKH� VXSUDVSLQDWXV� IRVVD� WR� WKH� JUHDWHU� WXEHUFOH� RI� WKH�
KXPHUXV��:KLOH�WKH�DFWLRQ�RI�LQLWLDWLQJ�KXPHUDO�DEGXFWLRQ�LV�JHQHUDOO\�DVVLJQHG�WR�WKH�VXSUDVSLQDWXV��
LW�LV�DFWXDOO\�WKH�KXPHUDO�KHDG�PRYLQJ�LQIHULRUO\�RQ�WKH�FRQFDYH�VXUIDFH�RI�WKH�JOHQRLG�IRVVD�WKDW�LQ�
WXUQ�FDXVHV�DEGXFWLRQ��7KLV�PRYHPHQW�VHUYHV�WR�FRXQWHUDFW�WKH�VXSHULRUO\�GLUHFWHG�SXOO�RQ�WKH�KXPHUXV�
FUHDWHG�E\�WKH�GHOWRLG�PXVFOH��:HDNQHVV�RU�LQKLELWLRQ�RI�WKH�VXSUDVSLQDWXV�FDXVHV�D�VXSHULRU�KXPHUDO�
JOLGH�DQG�D�MDPPLQJ�RI�WKH�VXSUDVSLQDWXV�WHQGRQ�DQG�VXEDFURPLDO�EXUVD�XQGHUQHDWK�WKH�FRUDFRDFURPLDO�
URRI�DV�WKH�KXPHUXV�LV�SXOOHG�VXSHULRUO\�E\�WKH�XSZDUGO\�GLUHFWHG�IRUFH�RI�WKH�GHOWRLG�

7KH�LQIUDVSLQDWXV�DWWDFKHV�IURP�WKH�SRVWHULRU�VXUIDFH�RI�WKH�VFDSXOD�WR�MXVW�EHORZ�WKH�VXSUDVSLQDWXV�
WHQGRQ�RQ�WKH�JUHDWHU�WXEHUFOH��7KH�WHUHV�PLQRU�DWWDFKHV�IURP�WKH�ODWHUDO�ERUGHU�RI�WKH�VFDSXOD�WR�WKH�
JUHDWHU�WXEHUFOH�MXVW�EHORZ�WKH�LQIUDVSLQDWXV��&ROOHFWLYHO\��WKH�LQIUDVSLQDWXV�DQG�WHUHV�PLQRU�H[WHUQDOO\�
URWDWH�WKH�KXPHUXV�DV�WKH�KXPHUXV�QHDUV����GHJUHHV�WR����GHJUHHV�RI�DEGXFWLRQ��7KLV�DFWV�WR�URWDWH�WKH�
JUHDWHU�WXEHURVLW\�SRVWHULRUO\�DQG�FUHDWHV�VSDFH�IRU�WKH�VXSUDVSLQDWXV�WHQGRQ�DQG�VXEDFURPLDO�EXUVD��
$GGLWLRQDOO\��WKH�LQIUDVSLQDWXV�DQG�WHUHV�PLQRU�DLG�LQ�KXPHUDO�KHDG�GHSUHVVLRQ�GXULQJ�DUP�HOHYDWLRQ�
WKXV�KHOSLQJ�WR�FRXQWHUDFW�WKH�VXSHULRU�SXOO�RI�WKH�GHOWRLG��:HDNQHVV�LQ�WKHVH�PXVFOHV�PDLQWDLQV�WKH�
JUHDWHU�WXEHUFOH�LQ�DQ�LQWHUQDOO\�URWDWHG�SRVLWLRQ�DQG�PD\�FUHDWH�DQ�LPSLQJHPHQW�V\QGURPH��LQYROYLQJ�
WKH�VXSUDVSLQDWXV�WHQGRQ��VXEDFURPLDO�EXUVD��DQG�ORQJ�KHDG�RI�WKH�ELFHSV�FRPLQJ�LQWR�FRQWDFW�ZLWK�WKH�
FRUDFRDFURPLDO�URRI��7KLV�DOVR�RFFXUV�LI�WKH�FOLHQW�EHJLQV�ZLWK�DQ�LQWHUQDOO\�URWDWHG�KXPHUDO�SRVLWLRQ�
UDWKHU�WKDQ�D�QHXWUDO�KXPHUDO�SRVLWLRQ��,QGLYLGXDOV�ZLWK�WKLV�SDWWHUQ�ZLOO�W\SLFDOO\�H[SHULHQFH�SDLQ�LQ�
WKH�UDQJH�RI����GHJUHHV�WR�����GHJUHHV�RI�DEGXFWLRQ�VLQFH�WKLV�LV�ZKHUH�WKHUH�LV�PLQLPDO�VSDFH�EHWZHHQ�
WKH�FRUDFRDFURPLDO�URRI�DQG�WKH�JUHDWHU�WXEHUFOH��7KH�PRYHPHQW�LV�XVXDOO\�SDLQ�IUHH�DERYH�����GHJUHHV�
VLQFH�WKH�KXPHUXV�ZLOO�EHJLQ�WR�LQIHULRUO\�WUDQVODWH�DW�WKLV�WLPH��7KLV�LV�NQRZQ�DV�WKH�SDLQIXO�DUF��

6XSUDVSLQDWXV�LPSLQJHPHQW��ZLWK�RSWLPDO�FR�DFWLYDWLRQ�EHWZHHQ�WKH�GHOWRLG�DQG�URWDWRU�FXII�PXVFOHV��
WKHUH� LV� RSWLPDO� MRLQW� FHQWUDWLRQ� RI� WKH� JOHQRKXPHUDO� MRLQW� �LPDJH� DERYH� OHIW���:LWKRXW� DQ� RSWLPDO�
GRZQZDUG�SXOO�IURP�WKH�URWDWRU�FXII�PXVFOHV��WKH�KXPHUDO�KHDG�LV�GULYHQ�XS�LQWR�WKH�DFURPLRQ�SURFHVV�
E\�FRQWUDFWLRQ�RI�WKH�GHOWRLGV�DQG�LPSLQJHV�DJDLQVW�WKH�VXSUDVSLQDWXV�WHQGRQ��LPDJH�DERYH�ULJKW��
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7KH�VXEVFDSXODULV��WKH�RIWHQ�IRUJRWWHQ�PHPEHU�RI�WKH�URWDWRU�FXII��DWWDFKHV�IURP�WKH�DQWHULRU�VXUIDFH�RI�
WKH�VFDSXOD�WR�WKH�OHVVHU�WXEHUFOH�RI�WKH�KXPHUXV��,W�IXQFWLRQV�WR�LQWHUQDOO\�URWDWH��GHSUHVV��DQG�DGGXFW�
WKH�KXPHUDO�KHDG� LQ� WKH�JOHQRLG�IRVVD�� ,W�KDV� WZR�VHSDUDWH�GLVWLQFW�GLYLVLRQV�ZLWK�GXDO� LQQHUYDWLRQV�
WKDW�KDYH�GLIIHULQJ�IXQFWLRQV�EDVHG�XSRQ�WKH�DFWLRQV�RI�WKH�XSSHU�H[WUHPLW\��'HFNHU�HW�DO��������,W�LV�
DQ�LPSRUWDQW�PXVFOH�VLQFH�LW�LV�WKH�RQO\�URWDWRU�FXII�PXVFOH�WR�SRVWHULRUO\�SXOO�WKH�KXPHUDO�KHDG�LQ�WKH�
JOHQRLG�IRVVD��RIIVHWWLQJ�WKH�DQWHULRU�GLUHFWHG�SXOO�RI�WKH�SRVWHULRU�GHOWRLG��WHUHV�PLQRU��DQG�LQIUDVSLQDWXV��
,W�DFWV�DV�D�V\QHUJLVW�WR�WKH�RWKHU�URWDWRU�FXII�PXVFOHV�LQ�FHQWUDWLRQ�RI�WKH�KXPHUDO�KHDG�LQ�WKH�JOHQRLG�
IRVVD��:HDNQHVV�RU� LQKLELWLRQ�RI� WKH�VXEVFDSXODULV� OHDGV� WR�DQWHULRU�KXPHUDO�JOLGH�V\QGURPH�DV� WKH�
ODUJHU�LQWHUQDO�URWDWRUV��PDLQO\�WKH�ODWLVVLPXV�GRUVL�DQG�WHUHV�PDMRU��GRPLQDWH�DQG�GULYH�WKH�KXPHUXV�
IRUZDUG�LQ�WKH�JOHQRLG�IRVVD��7KHUHIRUH��ZHDNQHVV�RU�LQKLELWLRQ�LQ�WKH�VXEVFDSXODULV�FDQ�FRQWULEXWH�WR�
LPSLQJHPHQW�V\QGURPH�DQG�ELFLSLWDO�WHQRV\QRYLWLV�RI�WKH�VKRXOGHU�

/I]�8S�7YGGIWW
-QTMRKIQIRX�7]RHVSQIW

-R�XLI�TVIWIRGI�SJ�QYWGYPEV�MQFEPERGIW�SJ�XLI�WLSYPHIV�JEZSVMRK�HS[R[EVH�VSXEXMSR�SJ�XLI�WGETYPE�ERH�
MRXIVREP�VSXEXMSR�SJ�XLI�LYQIVYW��MQTMRKIQIRX�W]RHVSQIW�SJ�XLI�WYTVEWTMREXYW�XIRHSR�ERH�WYFEGVSQMEP�
FYVWE�EVI�GSQQSR�

/)=��-QTVSZI�78�WXEFMPM^EXMSR�ERH�LYQIVEP�LIEH�GIRXVEXMSR�
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:KLOH�WHFKQLFDOO\�QRW�FRQVLGHUHG�SDUW�RI�WKH�URWDWRU�FXII��WKH�ELFHSV�EUDFKLL�GHVHUYHV�VSHFLDO�PHQWLRQ�GXH�
WR�LWV�DWWDFKPHQW�WKURXJK�WKH�MRLQW�FDSVXOH��7KH�ORQJ�KHDG�RI�WKH�ELFHSV�DWWDFKHV�IURP�WKH�VXSHULRU�OLS�
RI�WKH�JOHQRLG�ODEUXP�RQ�WKH�VXSUDJOHQRLG�WXEHUFOH��SDVVHV�WKURXJK�WKH�MRLQW�FDSVXOH��LQIHULRUO\�WKURXJK�
WKH�ELFLSLWDO��LQWHUWXEHUFXODU��JURRYH�WR�LQVHUW�LQWR�WKH�UDGLDO�WXEHURVLW\��,Q�DGGLWLRQ�WR�LWV�DFWLRQV�RQ�WKH�
HOERZ��WKH�ELFHSV�IXQFWLRQV�DV�DQ�DQWHULRU�VWDELOL]HU�RI�WKH�KXPHUXV��7KH�ELFLSLWDO�WHQGRQ�VLWV�DORQJ�WKH�
ELFLSLWDO�JURRYH�RI�WKH�KXPHUXV�DQG�DOORZV�WKH�KXPHUXV�WR�JOLGH�DORQJ�LW�DV�LW�PRYHV��$OWHUHG�SRVLWLRQ�RI�
WKH�VKRXOGHU��HVSHFLDOO\�DQWHULRU�WLOWLQJ�RI�WKH�VFDSXOD�RU�LQWHUQDO�URWDWLRQ�RI�WKH�KXPHUXV��FUHDWHV�DOWHUHG�
PRYHPHQWV�RI�WKH�LQWHUWXEHUFXODU�JURRYH�DURXQG�WKH�ELFHSV�WHQGRQ��&KURQLF�LUULWDWLRQ�RI�WKH�ELFHSV�WHQGRQ�
DV�LW�VOLGHV�DFURVV�UDWKHU�WKDQ�LQ�WKH�ELFLSLWDO�JURRYH�PD\�OHDG�WR�LQÀDPPDWLRQ�RI�WKH�V\QRYLDO�VKHDWK�RI�
WKH�ELFHSV�WHQGRQ��UHIHUUHG�WR�DV�µELFLSLWDO�WHQRV\QRYLWLV¶��

/I]�8S�7YGGIWW
%RXIVMSV�,YQIVEP�+PMHI�7]RHVSQI

-R�XLI�TVIWIRGI�SJ�WGETYPEV�H]WOMRIWMW�ERH�VIWYPXERX�VSXEXSV�GYJJ�GSQTIRWEXMSR��XLI�LYQIVYW�GER�PSWI�
MXW�STXMQYQ�E\MW�SJ�VSXEXMSR��8LMW�SJXIR�PIEHW�XS�XLI�LYQIVEP�LIEH�KPMHMRK�JSV[EVH�VEXLIV�XLER�VIQEMRMRK�
GIRXVEXIH�MR�XLI�KPIRSMH�JSWWE�HYVMRK�TYWLMRK�ERH�TYPPMRK�QSZIQIRXW��8LMW�MW�XLI�QSWX�GSQQSR�GEYWI�
SJ�FMGMTMXEP�XIRSW]RSZMXMW��

/)=��-QTVSZI�78�WXEFMPM^EXMSR�ERH�GIRXVEXMSR�SJ�XLI�LYQIVEP�LIEH�
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8,)�7'%49038,36%'-'�.3-28
7KH�VFDSXORWKRUDFLF��67��MRLQW�LV�IRUPHG�E\�WKH�SVHXGR�DUWLFXODWLRQ�RI�WKH�VFDSXOD�RQ�WKH�WKRUD[��:KLOH�
WKH�67�MRLQW�LV�QRW�D�WUXH�MRLQW�±�LW�ODFNV�OLJDPHQWRXV�VXSSRUW��D�MRLQW�FDSVXOH��D�V\QRYLDO�PHPEUDQH��
DQG�V\QRYLDO�ÀXLG�±�LWV�UHODWLRQVKLS�WR�WKH�LQWHJULW\�RI�WKH�VKRXOGHU�FRPSOH[�FDQQRW�EH�GLVSXWHG��7KH�
67�MRLQW�IXQFWLRQV�WR�SODFH�WKH�KXPHUXV�LQ�VSDFH�DQG�WR�SRVLWLRQ�LW�LQ�RSWLPDO�DOLJQPHQWV�WKDW�LPSURYH�
WKH�IXQFWLRQDO�VXSSRUW�RI�WKH�*+�MRLQW��7KH�DQWHULRU�VXUIDFH�RI�WKH�VFDSXOD�LV�FRQFDYH�DQG�LGHDOO\�VLWV�
ÀXVK�RQ�WKH�FRQYH[�QDWXUH�RI�WKH�WKRUD[��7KHUHIRUH��DQ\�SRVWXUDO�FKDQJHV�WKDW�DIIHFW�WKH�WKRUD[�DIIHFW�
WKLV�UHODWLRQVKLS�DQG�FRPSURPLVH�WKH�VWDELOLW\�RI�WKH�67�MRLQW���

1HXWUDO�SRVLWLRQ�RI� WKH�VFDSXOD� LV� ORFDWHG�EHWZHHQ�WKH�VHFRQG�DQG�VHYHQWK� WKRUDFLF�YHUWHEUDO� OHYHOV�
DQG�DSSUR[LPDWHO\�RQH�WR�WKUHH�LQFKHV�IURP�WKH�PLGOLQH�RI�WKH�VSLQH��6DKUPDQQ��������7KH�VFDSXOD�
VLWV�DSSUR[LPDWHO\����GHJUHHV�RII� WKH�FRURQDO�D[LV��ZLWK� WKH�JOHQRLG�IRVVD�IDFLQJ�DQWHULRUO\��7KLV� LV�
UHIHUUHG�WR�DV�WKH�VFDSXODU�SODQH�DQG�PRWLRQ�LQ�WKLV�SODQH�LV�RIWHQ�UHIHUUHG�WR�DV�VFDSWLRQ��6FDSWLRQ�LV�
EHOLHYHG�WR�EH�D�VDIHU�ZD\�RI�OLIWLQJ�WKH�DUP�RYHUKHDG�DV�LW�FUHDWHV�OHVV�WZLVWLQJ�RI�WKH�MRLQW�FDSVXOH�DQG�
LPSLQJHPHQW�RI�WKH�URWDWRU�FXII�PXVFOHV��,W�LV�LPSRUWDQW�WR�QRWH�WKDW�WKH�VFDSXODU�SODQH�ZLOO�FKDQJH�DV�
WKH�IXQFWLRQDO�SRVLWLRQ�RI�WKH�VKRXOGHU�FKDQJHV��6LQFH�LW�ODFNV�ERWK�WKH�IRUP�FORVXUH�RI�D�PRUH�VWDEOH�
MRLQW��VXFK�DV�WKH�KLS�MRLQW��DQG�WKH�OLJDPHQWRXV�LQWHJULW\�RI�PRVW�MRLQW�DUWLFXODWLRQV��WKH�VFDSXOD�UHOLHV�
KHDYLO\�RQ�WKH�SRVLWLRQ�RI�WKH�WKRUD[�DQG�VFDSXOD�VWDELOL]HUV�WR�PDLQWDLQ�LWV�LQWHJULW\��8QGHUVWDQGLQJ�
QRUPDO�67�PRWLRQ�ZLOO�DLG�LQ�WKH�LGHQWL¿FDWLRQ�RI�WKH�IXQFWLRQDO�UROH�RI�WKH�VFDSXODU�VWDELOL]HUV�

7'%49038,36%'-'�138-32
7KHUH�DUH�WHQ�FDUGLQDO�PRYHPHQWV�DYDLODEOH�DW�WKH�67�MRLQW��DGGXFWLRQ��DEGXFWLRQ��GHSUHVVLRQ��HOHYDWLRQ��
GRZQZDUG�URWDWLRQ��XSZDUG�URWDWLRQ��LQWHUQDO�URWDWLRQ��H[WHUQDO�URWDWLRQ��DQWHULRU�WLOWLQJ��DQG�SRVWHULRU�
WLOWLQJ��3URWUDFWLRQ�DQG�UHWUDFWLRQ�KDYH�EHHQ�LQFOXGHG�LQ�WKH�WDEOH�RSSRVLWH�DQG�DUH�WHUPV�WKDW�UHIHU�WR�
WKH�FROOHFWLYH�PRYHPHQW�RI�WKH�VKRXOGHU�FRPSOH[�
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8IVQW (I½RMXMSR

%HHYGXMSR 6IJIVW�XS�XLI�WGETYPEI�ETTVS\MQEXMRK�IEGL�SXLIV�SV�QSZMRK�GPSWIV�XS[EVHW�XLI�
QMHPMRI�SJ�XLI�FSH]��8LI�EHHYGXSVW�SJ�XLI�WGETYPE�MRGPYHI�XLI�QMHHPI�XVETI^MYW�
ERH�VLSQFSMHW�

%FHYGXMSR 6IJIVW�XS�XLI�WGETYPEI�QSZMRK�E[E]�JVSQ�IEGL�SXLIV�SV�E[E]�JVSQ�XLI�QMHPMRI�
SJ�XLI�FSH]��8LI�EFHYGXSVW�SJ�XLI�WGETYPE�EVI�XLI�TIGXSVEPMW�QMRSV�ERH�WIVVEXYW�
ERXIVMSV

6IXVEGXMSR 1SZIQIRX�SJ�XLI�IRXMVI�WLSYPHIV�GSQTPI\�EPSRK�XLI�XVERWZIVWI�TPERI�SJ�QSXMSR�
MR�E�TSWXIVMSV�HMVIGXMSR��8LI�VIXVEGXSVW�SJ�XLI�WLSYPHIV�MRGPYHI�XLI�VLSQFSMHW��
QMHHPI��YTTIV�ERH�PS[IV�XVETI^MYW��ERH�XLI�PEXMWWMQYW�HSVWM�

4VSXVEGXMSR 1SZIQIRX�SJ�XLI�IRXMVI�WLSYPHIV�GSQTPI\�EPSRK�XLI�XVERWZIVWI�TPERI�SJ�QSXMSR�
MR�ER�ERXIVMSV�HMVIGXMSR��8LI�TVSXVEGXSVW�SJ�XLI�WLSYPHIV�MRGPYHI�WIVVEXYW�ERXIVMSV��
TIGXSVEPMW�QENSV�ERH�QMRSV��

(ITVIWWMSR 0S[IVMRK�SJ�XLI�WGETYPE�MR�ER�MRJIVMSV�HMVIGXMSR�EPSRK�XLI�VMF�GEKI��8LI�WGETYPEV�
HITVIWWSVW� MRGPYHI�XLI�PS[IV�XVETI^MYW�� PEXMWWMQYW�HSVWM��TIGXSVEPMW�QMRSV�� PS[IV�
½FIVW�SJ�XLI�TIGXSVEPMW�QENSV�ERH�PS[IV�½FIVW�SJ�XLI�WIVVEXYW�ERXIVMSV�

)PIZEXMSR 6EMWMRK�SJ�XLI�WGETYPE�MR�E�WYTIVMSV�HMVIGXMSR�EPSRK�XLI�VMF�GEKI��8LI�IPIZEXSVW�SJ�
XLI�WGETYPE�MRGPYHI�XLI�YTTIV�XVETI^MYW��PIZEXSV�WGETYPE�ERH�VLSQFSMHW�

(S[R[EVH�VSXEXMSR 6SXEXMSR�SJ�XLI�WGETYPE�MR�E�HS[R[EVH�HMVIGXMSR�EPSRK�XLI�JVSRXEP�TPERI�SJ�QSXMSR�
WS�XLEX�XLI�KPIRSMH�JSWWE�TSMRXW�XS[EVHW�XLI�¾SSV��8LI�HS[R[EVH�VSXEXSVW�SJ�XLI�
WGETYPE�MRGPYHI�XLI�TIGXSVEPMW�QMRSV��VLSQFSMHW�ERH�PIZEXSV�WGETYPE�

9T[EVH�VSXEXMSR 6SXEXMSR� MR� ER� YT[EVH� HMVIGXMSR� EPSRK� XLI� VMF� GEKI� WS� XLEX� XLI� KPIRSMH� JSWWE�
TSMRXW�XS[EVHW�XLI�GIMPMRK��8LI�YT[EVH�VSXEXSVW�SJ�XLI�WGETYPE�MRGPYHI�XLI�YTTIV�
ERH�PS[IV�XVETI^MYW�ERH�XLI�WIVVEXYW�ERXIVMSV�

-RXIVREP�VSXEXMSR -RXIVREP�WGETYPEV�VSXEXMSR�SGGYVW�[LIR�XLI�WGETYPE�XMPXW�ERXIVMSVP]�EPSRK�E�ZIVXMGEP�
E\MW��8LMW�QSXMSR�MW�TVMQEVMP]�E�JYRGXMSR�SJ�XLI�TIGXSVEPMW�GSQTPI\��

)\XIVREP�VSXEXMSR� )\XIVREP�WGETYPEV�VSXEXMSR�SGGYVW�[LIR�XLI�ERXIVSQIHMEP�EWTIGX�SJ�XLI�WGETYPE�
ETTVS\MQEXIW� XLI� XLSVEGMG�GEKI�EPSRK�E�ZIVXMGEP� E\MW��%PP� XLVII�HMZMWMSRW�SJ� XLI�
XVETI^MYW�ERH�XLI�WIVVEXYW�ERXIVMSV�EVI�TVMQEVMP]�VIWTSRWMFPI�JSV�XLMW�QSXMSR�

%RXIVMSV�XMPXMRK %RXIVMSV�XMPXMRK�MW�QSZIQIRX�EPSRK�E�GSVSREP�TPERI�E\MW�[LIVI�XLI�WYTIVMSV�ERKPI�
ETTVS\MQEXIW� ERH� XLI� MRJIVMSV� ERKPI� GSQIW� E[E]� JVSQ� XLI� XLSVE\�� 4IGXSVEPMW�
QMRSV�ERH�XLI�WLSVX�LIEH�SJ�XLI�FMGITW�FVEGLMM�EVI�QSWX�VIWTSRWMFPI�JSV�ERXIVMSV�
XMPXMRK�SJ�XLI�WGETYPE�

4SWXIVMSV�XMPXMRK 4SWXIVMSV�XMPXMRK�MW�QSZIQIRX�EPSRK�E�GSVSREP�TPERI�E\MW�[LIVI�XLI�WYTIVMSV�ERKPI�
QSZIW�E[E]�ERH�XLI�MRJIVMSV�ERKPI�SJ�XLI�WGETYPE�ETTVS\MQEXIW�XLI�XLSVE\��8LI�
PS[IV�XVETI^MYW�ERH�PS[IV�½FIVW�SJ�XLI�WIVVEXYW�ERXIVMSV�EVI�QSWX�VIWTSRWMFPI�JSV�
TSWXIVMSV�XMPXMRK�SJ�XLI�WGETYPE�
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%'')7736=�13:)1)287
,W�LV�WKH�ODFN�RI�RSWLPDO�SRVWHULRU�WLOWLQJ�WKDW�FUHDWHV�WKH�DOO�WRR�IDPLOLDU�ZLQJHG�VFDSXOD�SRVWXUH��:LQJLQJ�
RI�WKH�VFDSXOD�W\SLFDOO\�UHIHUV�WR�DQ�H[FHVVLYH�DQWHULRU�WLOWLQJ�RI�WKH�VFDSXOD��ZKHUH�WKH�LQIHULRU�DQJOH�LV�
SXOOHG�DZD\�IURP�WKH�WKRUD[�ZKLOH�WKH�VXSHULRU�DVSHFW�RI�WKH�VFDSXOD�UHPDLQV�LQ�UHODWLYH�FRQWDFW�ZLWK�
WKH�WKRUD[��)ODULQJ�RI�WKH�VFDSXOD�UHIHUV�WR�WKH�HQWLUH�PHGLDO�ERUGHU�RI�WKH�VFDSXOD�EHLQJ�OLIWHG�DZD\�
IURP�WKH�WKRUD[�ZKLOH�WKH�ODWHUDO�DVSHFW�RI�WKH�VFDSXOD�UHPDLQV�LQ�UHODWLYH�FRQWDFW�ZLWK�WKH�WKRUD[��%RWK�
RI�WKHVH�SRVLWLRQV�UHVXOW�IURP�SRRU�67�MRLQW�VWDELOL]DWLRQ��DQG�VWUDWHJLHV�WR�LPSURYH�WKH�LQWHJULW\�RI�WKH�
67�MRLQW�ZLOO�EH�GLVFXVVHG�ODWHU�LQ�WKLV�ERRN��

6FDSXODU�PRWLRQ��D��XSZDUG��OLJKW��DQG�GRZQZDUG�URWDWLRQ���
E��LQWHUQDO��OLJKW��DQG�H[WHUQDO�URWDWLRQ��F��DQWHULRU�DQG�SRVWHULRU��OLJKW��WLOWLQJ�

D�� � � � ������E�� � � � � �������F�

6FDSXODU�IRUFH�FRXSOHV��WKH�VHUUDWXV�DQWHULRU�
DQG�WKH�XSSHU�DQG�ORZHU�WUDSH]LXV�ZRUN�
WRJHWKHU�WR�SURGXFH�XSZDUG�URWDWLRQ�DQG�
FRQWURO�GRZQZDUG�URWDWLRQ��

/HYHO�RI�VHFRQG�ULE

/HYHO�RI�VHYHQWK�ULE
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'3940)(�138-327�3*�8,)�7,390()6
7R�PRYH�WKH�*+�MRLQW�WKURXJK�LWV�FDUGLQDO�SODQHV�RI�PRWLRQ��WKHUH�PXVW�EH�UHVSHFWLYH�PRYHPHQWV�RI�
WKH�67�MRLQW��7KHVH�FRXSOHG�PRYHPHQWV�DUH�OLVWHG�EHORZ��

�� 6DJLWWDO�SODQH�PRWLRQ��)OH[LRQ�RI�WKH�DUP�UHTXLUHV�XSZDUG�URWDWLRQ�DQG�SRVWHULRU�WLOWLQJ�DW�WKH�67�
MRLQW��ZKLOH�H[WHQVLRQ�RI�WKH�DUP�UHTXLUHV�GRZQZDUG�URWDWLRQ�DQG�DQWHULRU�WLOWLQJ�RI�WKH�67�MRLQW��

�� )URQWDO� SODQH� PRWLRQ��$EGXFWLRQ� RI� WKH� DUP� UHTXLUHV� XSZDUG� URWDWLRQ� RI� WKH� 67� MRLQW�� ZKLOH�
DGGXFWLRQ�RI�WKH�DUP�UHTXLUHV�GRZQZDUG�URWDWLRQ�RI�WKH�67�MRLQW��

�� 7UDQVYHUVH�SODQH�PRWLRQ��,QWHUQDO�URWDWLRQ�RI�WKH�DUP�UHTXLUHV�67�MRLQW�SURWUDFWLRQ��ZKLOH�H[WHUQDO�
URWDWLRQ�UHTXLUHV�67�MRLQW�UHWUDFWLRQ��

7KH�ODFN�RI�RSWLPDO�67�PRWLRQ�ZLOO�VXEVHTXHQWO\�DIIHFW�DOO�PRWLRQV�RI�WKH�XSSHU�H[WUHPLW\��

8,)�8,36%<
:KLOH� QRW� WHFKQLFDOO\� SDUW� RI� WKH� VKRXOGHU� FRPSOH[�� LW�ZRXOG�EH�QHJOLJHQW� WR� DYRLG�GLVFXVVLQJ� WKH�
WKRUD[�DQG�LWV�UROH�LQ�67�LQWHJULW\��7KH�WKRUD[�LV�PDGH�RI�WZHOYH�WKRUDFLF�YHUWHEUDH�DQG�WZHOYH�SDLUV�RI�
DUWLFXODWLQJ�ULEV��7KH�WKRUD[�IRUPV�D�PRELOH�\HW�VWDEOH�EDVH�IRU�WKH�VFDSXOD�WR�UHVW�XSRQ��7KH�WKRUDFLF�
VSLQH��7�VSLQH��VKRXOG�KDYH�D�JHQWOH�SRVWHULRU�FXUYDWXUH��N\SKRVLV���ZKHUH�WKH�DSH[�LV�DSSUR[LPDWHO\�
DURXQG�YHUWHEUDO�OHYHO�RI�7�±7���5HFDOO�WKH�LPSRUWDQFH�RI�WKLV�FRQYH[�SRVWXUH�DV�D�EDVH�IRU�WKH�FRQFDYH�
DQWHULRU�VXUIDFH�RI�WKH�VFDSXOD��3URSHU�ELRPHFKDQLFV�UHTXLUHV�WKH�XSSHU�7�VSLQH�WR�H[WHQG�DV�WKH�VKRXOGHU�
JRHV�LQWR�ÀH[LRQ��ÀH[�DV�LW�JRHV�LQWR�H[WHQVLRQ��DQG�ODWHUDOO\�ÀH[�DZD\�IURP�WKH�GLUHFWLRQ�RI�PRWLRQ�DV�
LW�JRHV�LQWR�DEGXFWLRQ��$OWHUHG�DOLJQPHQW��MRLQW�¿[DWLRQ��DQG�RU�FKDQJHV�LQ�WKRUDFLF�PRWLRQ�ZLOO�UHVXOW�
LQ�FRPSHQVDWRU\�PRWLRQV�RI�WKH�VKRXOGHU�FRPSOH[�
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8,)�%'631-3'0%:-'90%6�.3-28
7KH�DFURPLRFODYLFXODU��$&��MRLQW�DLGV�LQ�WKH�RSWLPDO�SRVLWLRQLQJ�RI�WKH�VFDSXOD�IRU�RYHUKHDG�PRWLRQ��
DOWKRXJK�LWV�FRQWULEXWLRQ�LV�RIWHQ�RYHUORRNHG��,W�LV�FODVVL¿HG�DV�DQ�DUWKURGLDO��JOLGLQJ��MRLQW�DQG�LV�IRUPHG�
E\�WKH�GLVWDO�HQG�RI�WKH�FODYLFOH�DQG�WKH�PHGLDO�DVSHFW�RI�WKH�DFURPLRQ�SURFHVV�RI�WKH�VFDSXOD��$OWKRXJK�
VLJQL¿FDQWO\�OHVV�VWDEOH�WKDQ�WKH�6&�MRLQW��WKH�$&�MRLQW�LV�SDVVLYHO\�VWDELOL]HG�E\�WKH�DFURPLRFODYLFXODU�
DQG�FRUDFRFODYLFXODU� OLJDPHQWV�DQG�DFWLYHO\�VWDELOL]HG�E\� WKH�DQWHULRU�GHOWRLG��XSSHU� WUDSH]LXV��DQG�
VXEFODYLXV�PXVFOHV��7KHVH�PXVFOHV�ZLOO�EH�GLVFXVVHG�LQ�IXUWKHU�GHWDLO�EHORZ�

197'0)7�3*�8,)�%'631-3'0%:-'90%6�.3-28

%28)6-36�()083-(
7KH� DQWHULRU� GHOWRLG� DWWDFKHV� IURP� WKH�PHGLDO� DVSHFW� RI� WKH� DFURPLRQ� SURFHVV� RI� WKH� VFDSXOD� DQG�
GLVWDO�HQG�RI�WKH�FODYLFOH�WR�WKH�GHOWRLG�WXEHURVLW\�RI�WKH�KXPHUXV��7KH�DQWHULRU�GHOWRLG�DLGV�DQWHULRU�
VWDELOL]DWLRQ�RI�WKH�$&�MRLQW�DQG�DLGV�LQ�RYHUKHDG�PRWLRQ�RI�WKH�KXPHUXV���

944)6�86%4)>-97
$WWDFKLQJ�IURP�WKH�SRVWHULRU�DVSHFW�RI�WKH�VNXOO��WKH�XSSHU�VHYHQ�FHUYLFDO�YHUWHEUDH��DQG�OLJDPHQWXP�
QXFKDH� WR� WKH� GLVWDO� DVSHFW� RI� WKH� FODYLFOH� DQG� DFURPLRQ� SURFHVV�� WKH� XSSHU� WUDSH]LXV� IXQFWLRQV� WR�
SXOO�XS�RQ�WKH�$&�MRLQW�WR�DVVLVW�LQ�XSZDUG�URWDWLRQ�RI�WKH�VFDSXOD��7KHUHIRUH��LQKLELWLRQ�RI�WKH�XSSHU�
WUDSH]LXV�VLJQL¿FDQWO\�DIIHFWV�WKH�DELOLW\�WR�UDLVH�DQG�VWDELOL]H�WKH�DUP�RYHUKHDG��

79&'0%:-97
$Q�RIWHQ�IRUJRWWHQ�PXVFOH�RI�WKH�VKRXOGHU�FRPSOH[��WKH�VXEFODYLXV�DWWDFKHV�IURP�WKH�LQIHULRU�DVSHFW��
RI� WKH� ¿UVW� ULE� DQG� DFURPLRQ� SURFHVV� WR� WKH� PLGGOH� RQH�WKLUG� RI� WKH� FODYLFOH�� ,WV� VWDWHG� DFWLRQ� RI��
FODYLFXODU�GHSUHVVLRQ�DQG�¿UVW�ULE�HOHYDWLRQ�PLQLPL]HV�LWV�UROH�LQ�RYHUKHDG�PRWLRQ��$V�WKH�VXEFODYLXV�
FRQWUDFWV�� LW� GUDZV� WKH� FODYLFOH� LQIHULRUO\� DQG� DQWHULRUO\�� 7KLV� PRWLRQ� RQ� WKH� µ6¶�VKDSHG� FODYLFOH��
FUHDWHV� DQ� XSZDUG� URWDWLRQ� RI� WKH� FODYLFOH� DQG� VXEVHTXHQWO\� WKH� VFDSXOD� WKURXJK� WKH� OLJDPHQWRXV�
DWWDFKPHQWV� DW� WKH� $&� MRLQW�� ,QKLELWLRQ� RI� WKH� VXEFODYLXV� VLJQL¿FDQWO\� GLPLQLVKHV� WKH� UDQJH� DQG��
VWDELOLW\�RI�RYHUKHDG�PRWLRQ��

$FWLYDWLRQ� VWUDWHJLHV� IRU� LPSURYLQJ� IXQFWLRQ� RI� WKHVH� LPSRUWDQW� PXVFOHV� ZLOO� EH� GHPRQVWUDWHG� LQ��
D�ODWHU�VHFWLRQ��
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8,)�78)623'0%:-'90%6�.3-28
7KH�VWHUQRFODYLFXODU��6&��MRLQW�LV�WKH�RQO\�ERQ\�DWWDFKPHQW�RI�WKH�DSSHQGLFXODU�VNHOHWRQ�WR�WKH�D[LDO�
VNHOHWRQ��,W�LV�D�VDGGOH�MRLQW�FRQVLVWLQJ�RI�WKH�SUR[LPDO�HQG�RI�WKH�FODYLFOH�DQG�WKH�PDQXEULXP�RI�WKH�VWHUQXP���
2I� WKH� IRXU� MRLQWV� LQ� WKH� VKRXOGHU� FRPSOH[�� WKH�6&� MRLQW� LV� WKH�PRVW� VWDEOH��\HW� LWV¶� FRQWULEXWLRQ� LV��
HVVHQWLDO� IRU� RSWLPDO� RYHUKHDG� PRWLRQ�� 7KH� 6&� MRLQW� LV� SDVVLYHO\� VWDELOL]HG� E\� VWHUQRFODYLFXODU��
LQWHUFODYLFXODU��DQG�FRVWRFODYLFXODU�OLJDPHQWV�DQG�G\QDPLFDOO\�VWDELOL]HG�E\�WKH�VWHUQRFOHLGRPDVWRLG�
DQG�SHFWRUDOLV�PDMRU��

197'0)7�3*�8,)�78)623'0%:-'90%6�.3-28

78)623'0)-(31%783-(�
7KH�VWHUQRFOHLGRPDVWRLG��6&0��DWWDFKHV�IURP�WKH�PDVWRLG�SURFHVV�RI�WKH�VNXOO�WR�WKH�PDQXEULXP�RI�
WKH�VWHUQXP�DQG�SUR[LPDO�HQG�RI�WKH�FODYLFOH��,Q�DGGLWLRQ�WR�LWV�DFWLRQ�RQ�WKH�KHDG�DQG�QHFN��WKH�6&0�
VWDELOL]HV� WKH�6&�MRLQW�DQG�HOHYDWHV� WKH�FODYLFOH�DQG�VWHUQXP��,Q� WKH�SUHVHQFH�RI�DOWHUHG�UHVSLUDWRU\�
PHFKDQLFV��WKH�6&0�EHFRPHV�D�GRPLQDQW�UHVSLUDWRU\�PXVFOH��LQFUHDVLQJ�WKH�FRPSUHVVLYH�ORDGV�RQ�WKH�
QHFN�DQG�SRWHQWLDOO\�DOWHULQJ�WKH�D[LV�RI�URWDWLRQ�DW�WKH�6&�MRLQW���

4)'836%0-7�1%.36
7KH�VWHUQDO�SRUWLRQ�RI�WKH�SHFWRUDOLV�PDMRU��30M��DWWDFKHV�IURP�WKH�DQWHULRU�VXUIDFH�RI�WKH�SUR[LPDO�
KDOI�RI�WKH�FODYLFOH�DQG�KDOI�RI�WKH�DQWHULRU�VXUIDFH�RI�WKH�PDQXEULXP�RI�WKH�VWHUQXP�WR�WKH�RXWHU�OLS�RI�
WKH�ELFLSLWDO�JURRYH�RI�WKH�KXPHUXV��7KH�VWHUQDO�¿EHUV�RI�WKH�30M�IXQFWLRQ�WR�DGGXFW�WKH�FODYLFOH�DQG�
WKHUHE\�VWDELOL]H�WKH�6&�MRLQW�DV�WKH�XSSHU�WUDSH]LXV��VXEFODYLXV��DQG�FODYLFXODU�¿EHUV�RI�WKH�SHFWRUDOLV�
PDMRU�HOHYDWH�WKH�FODYLFOH�

8,)�')6:-'%0�74-2)
,Q�UHODWLRQ�WR�VKRXOGHU�PHFKDQLFV��WKH�FHUYLFDO�VSLQH�GHVHUYHV�VSHFLDO�PHQWLRQ��6HYHUDO�NH\�VFDSXODU�
VWDELOL]HUV�±�LQFOXGLQJ�WKH�XSSHU�WUDSH]LXV��UKRPERLG�PLQRU��DQG�OHYDWRU�VFDSXOD�±�KDYH�DWWDFKPHQWV�RQ�
WKH�FHUYLFDO�VSLQH��,QVWDELOLW\�RI�WKH�VFDSXOD�RIWHQ�FDXVHV�LQFUHDVHG�DFWLYDWLRQ�RI�WKH�OHYDWRU�VFDSXOD�DQG�
UKRPERLGV�LQ�DQ�DWWHPSW�WR�LPSURYH�VWDELOLW\��7KH�LQFUHDVHG�DFWLYLW\�LQ�WKHVH�PXVFOHV�GLVUXSWV�RSWLPDO�
FHQWUDWLRQ�RI�WKH�67�MRLQW�DQG�LQFUHDVHV�FRPSUHVVLYH�ORDGV�RQ�WKH�FHUYLFDO�VSLQH��%HFDXVH�WKH�EUDFKLDO�
SOH[XV��GHULYHG�IURP�FHUYLFDO�QHUYH�URRW�OHYHOV�RI�&�±7���LQQHUYDWHV�PDQ\�RI�WKH�PXVFOHV�RI�WKH�XSSHU�
H[WUHPLW\��PRWRU�IXQFWLRQ�FDQ�RIWHQ�EH�FRPSURPLVHG��7KH�FKURQLF�LUULWDWLRQ�RQ�WKH�FHUYLFDO�VSLQH�LV�RIWHQ�
WKH�OHDGLQJ�FDXVH�RI�PXVFOH�LQKLELWLRQ�RI�VHYHUDO�RI�WKH�NH\�VFDSXODU�VWDELOL]HUV��LQFOXGLQJ�WKH�VHUUDWXV�
DQWHULRU��ZKLFK�LV�LQQHUYDWHG�E\�WKH�ORQJ�WKRUDFLF�QHUYH��0RVW�GLVF�KHUQLDWLRQV�LQ�WKH�QHFN�RFFXU�DW�WKH�
&�±&��GLVF�OHYHO��DQG�WKH�ORQJ�WKRUDFLF�QHUYH�LV�GHULYHG�IURP�FHUYLFDO�QHUYH�URRWV�&�±&���WKHUHE\�
DIIHFWLQJ�PRWRU�IXQFWLRQ�RI�WKH�VHUUDWXV�DQWHULRU��%HFDXVH�RI�WKH�ORVV�RI�VFDSXODU�VWDELOLW\��UHVXOWLQJ�LQ�
GRZQZDUG�URWDWLRQ��LQKLELWLRQ�RI�WKH�VHUUDWXV�DQWHULRU�FUHDWHV�LQFUHDVHG�VWUHVV�RQ�WKH�FHUYLFDO�VSLQH��
SHUSHWXDWLQJ�WKH�SDWWHUQ�RI�VKRXOGHU�QHFN�G\VIXQFWLRQ�����

197'0)7�3*�8,)�')6:-'%0�74-2)
:KLOH�QHFN�VWDELOL]DWLRQ�LV�LQWLPDWHO\�WLHG�WR�VFDSXODU�VWDELOL]DWLRQ��WKHUH�DUH�VHYHUDO�NH\�PXVFOHV�WKDW�
DUH� UHVSRQVLEOH� IRU�GLUHFW� SRVWXUDO� FRQWURO� RI� WKH� FHUYLFDO� VSLQH��7KHVH� DUH� WKH� ORQJXV� FROOL�� ORQJXV�
FDSLWLV��DQG�PXOWL¿GL��
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032+97�'%4-8-7�%2(�032+97�'300-

7KH� ORQJXV� FDSLWLV� DWWDFKHV� IURP� WKH� DQWHULRU� DVSHFWV� RI� WKH� WUDQVYHUVH� SURFHVVHV� RI�&�±&�� WR� WKH��
LQIHULRU�� DQWHULRU� SRUWLRQ� RI� WKH� RFFLSXW��7KH� ORQJXV� FROOL� DWWDFKHV� IURP� WKH� DQWHULRU� DVSHFWV� RI� WKH�
WUDQVYHUVH� SURFHVVHV�� YHUWHEUDO� ERGLHV� RI� OHYHOV� &�±7�� WR� LQVHUW� RQWR� WKH� VLPLODU� UHJLRQV� RI� WKH�
YHUWHEUDH� VHYHUDO� OHYHOV� DERYH��&ROOHFWLYHO\�� WKHVH�PXVFOHV�ZLOO� ÀH[� WKH� KHDG� RQ� WKH� QHFN� DQG� WKH�
QHFN�RQ� WKH� WUXQN�� DV�ZHOO� DV� DVVLVW� URWDWLRQ�RI� WKH�KHDG� DQG�QHFN��+RZHYHU�� WKHLU� WUXH� IXQFWLRQ� LV�
VWDELOL]DWLRQ�DQG�YLD�WKHLU�GHHS��LQWHUVHJPHQWDO�DWWDFKPHQWV��WKH\�DVVLVW�HORQJDWLRQ�RI�WKH�FHUYLFDO�VSLQH�
WR�FRXQWHUDFW�WKH�FRPSUHVVLYH�SXOO�RI�PXVFOHV�VXFK�DV�WKH�FHUYLFDO�HUHFWRU�VSLQDH��OHYDWRU�VFDSXOD��DQG�
VWHUQRFOHLGRPDVWRLG��

1908-*-(-

7KH�FHUYLFDO�PXOWL¿GL�DWWDFK�IURP�WKH�DUWLFXODU�SURFHVVHV�RI� OHYHOV�&�±&��WR� WKH�VSLQRXV�SURFHVVHV�
�±��OHYHOV�DERYH��:KLOH�LWV�DVVLJQHG�IXQFWLRQ�LV�H[WHQVLRQ�DQG�URWDWLRQ��VLPLODU�WR�LWV�FRXQWHUSDUWV�LQ�
WKH�WKRUDFLF�DQG�OXPEDU�UHJLRQV�RI�WKH�VSLQH��WKH�FHUYLFDO�PXOWL¿GL�UHVLVW�IRUZDUG�WUDQVODWLRQ�RI�RQH�
YHUWHEUD�RQ�DQRWKHU��ZKLFK�DLGV�VWDELOLW\�RI�WKH�FHUYLFDO�VSLQH�GXULQJ�KHDG�DQG�QHFN�H[WHQVLRQ�DV�ZHOO�
DV�PRYHPHQW�RI�WKH�VKRXOGHU�FRPSOH[������

,Q�DGGLWLRQ�WR�WKH�VXERFFLSLWDOV�DQG�RWKHU�GHHS�LQWHUVHJPHQWDO�PXVFOHV��WKHVH�WKUHH�PXVFOHV�KDYH�WKH�
LPSRUWDQW�UROH�RI�SURYLGLQJ�SURSULRFHSWLYH�VHQVH�RI�WKH�FHUYLFDO�VSLQH�DQG�KHDG��6LPLODU�WR�GHHS�VWDELOL]HUV�
LQ�WKH�UHVW�RI�WKH�ERG\��WKH\�DOVR�KDYH�D�IHHG�IRUZDUG�UROH�WR�KHOS�VWDELOL]H�WKH�KHDG�DQG�QHFN�SULRU�WR�
PRWLRQ�RI�WKH�DUP��,QMXU\�RIWHQ�UHVXOWV�LQ�LQKLELWLRQ�RI�WKHVH�NH\�VWDELOL]HUV��QHFHVVLWDWLQJ�WKH�LQFUHDVHG�
DFWLYDWLRQ�RI�WKH�VXSHU¿FLDO�FHUYLFDO�HUHFWRU�VSLQDH��OHYDWRU�VFDSXODH��VFDOHQHV��DQG�VWHUQRFOHLGRPDVWRLG�
WR�DLG�LQ�WKH�VWDELOLW\�RI�WKH�KHDG�DQG�QHFN��7KH�JRDO�RI�FRUUHFWLYH�H[HUFLVH�LV�WR�LPSURYH�WKH�DFWLYDWLRQ�
RI�WKH�GHHS�VWDELOL]HUV�ZKLOH�GLPLQLVKLQJ�WKH�RYHUDFWLYLW\�RI�WKH�VXSHU¿FLDO�PXVFXODWXUH�

/I]�8S�7YGGIWW
'IVZMGEP�-RLMFMXMSR�7]RHVSQIW

-RLMFMXMSR�SJ�XLI�HIIT�GIVZMGEP�WTMRI�WXEFMPM^IVW�MW�E�HMVIGX�GEYWI�SJ�GIVZMGEP�WTMRI�MRWXEFMPMX]��8LMW�MRWXEFMPMX]�
MW�SRI�SJ�XLI�PIEHMRK�GEYWIW�SJ�HMWG�FYPKIW�ERH�LIVRMEXMSRW��&YPKMRK�ERH�LIVRMEXMSRW�MR�XLI�GIVZMGEP�WTMRI�
SGGYV�QSWX�GSQQSRP]�EX�XLI�PS[IV�HMWG�PIZIPW�ERH�EVI�SRI�SJ�XLI�QSVI�GSQQSR�GEYWIW�SJ�WIVVEXYW�
ERXIVMSV�MRLMFMXMSR�ERH�VIWYPXERX�WGETYPEV�MRWXEFMPMX]�

/)=�� *SV� GPMIRXW� [MXL� E� LMWXSV]� SJ� RIGO� MRNYV]�� SV� GIVZMGEP� WTMRI� SV� WGETYPEV� MRWXEFMPMXMIW�� JSGYW�
SR� MQTVSZMRK� GIVZMGEP� WTMRI� ERH� WGETYPEV� WXEFMPM^EXMSR� TVMSV� XS� TVSKVIWWMRK� XLIQ� XS� JYRHEQIRXEP�
QSZIQIRX�TEXXIVRW�
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197'0)7�3*�8,)�7,390()6�'3140)<
*LYHQ� WKH� UDQJH� RI�PRWLRQ� DQG� VXEVHTXHQW� VWDELOLW\� UHTXLUHPHQWV� RI� WKH� VKRXOGHU� FRPSOH[��PDQ\�
PXVFOHV�DUH�UHVSRQVLEOH�IRU�PDLQWDLQLQJ�WKLV�SUHFLVLRQ�FRQWURO��:KLOH�VHYHUDO�RI�WKH�PXVFOHV�FRQWUROOLQJ�
WKH�VKRXOGHU�FRPSOH[�KDYH�EHHQ�SUHYLRXVO\�GLVFXVVHG��PXVFOHV�RI�WKH�VKRXOGHU�FRPSOH[�FDQ�HVVHQWLDOO\�
EH�FDWHJRUL]HG�DV�VSLQRVFDSXODU��WKRUDFRVFDSXODU��VSLQRKXPHUDO��WKRUDFRKXPHUDO��DQG�VFDSXORKXPHUDO��
GHSHQGLQJ�XSRQ�WKHLU�VSHFL¿F�DWWDFKPHQWV��

74-237'%490%6

7KH�VSLQRVFDSXODU�JURXS�RI�PXVFOHV�RULJLQDWHV�IURP�WKH�VSLQH�WR�DWWDFK�WR�WKH�VFDSXOD��7KHVH�LQFOXGH�WKH�
OHYDWRU�VFDSXOD��XSSHU�WUDSH]LXV��UKRPERLGV�PLQRU�DQG�PDMRU��PLGGOH�WUDSH]LXV��DQG�ORZHU�WUDSH]LXV��
7KH�XSSHU�WUDSH]LXV�KDV�EHHQ�GLVFXVVHG�HDUOLHU��7KH�OHYDWRU�VFDSXOD�DWWDFKHV�IURP�WKH�SRVWHULRU�DVSHFWV�
RI�WKH�WUDQVYHUVH�SURFHVVHV�RI�&�±&��WR�WKH�VXSHULRU�DQJOH�RI�WKH�VFDSXOD��$V�ZHOO�DV�HOHYDWLQJ�WKH�
VKRXOGHU�FRPSOH[��WKH�OHYDWRU�VFDSXOD�IXQFWLRQV�WR�LSVLODWHUDOO\�ÀH[�DQG�URWDWH�WKH�QHFN��,W�LV�D�V\QHUJLVW�
WR�WKH�XSSHU�WUDSH]LXV�LQ�VKRXOGHU�HOHYDWLRQ��VKUXJJLQJ��DQG�ODWHUDO�ÀH[LRQ��KRZHYHU��LW�LV�DQ�DQWDJRQLVW�
QRW�RQO\DV�LW�GRZQZDUGO\�URWDWHV�WKH�VFDSXOD�ZKLOH�WKH�XSSHU�WUDSH]LXV�XSZDUGO\�URWDWHV�WKH�VFDSXOD��EXW�
DOVR�DV�LW�LSVLODWHUDOO\�URWDWHV�WKH�QHFN�DV�WKH�XSSHU�WUDSH]LXV�FRQWUDODWHUDOO\�URWDWHV�WKH�QHFN��7KHVH�ODVW�
WZR�IXQFWLRQV�HQDEOH�VPRRWK�DQG�FRRUGLQDWHG�DFWLRQV�GXULQJ�PRWLRQ�RI�WKH�KHDG��QHFN��DQG�VKRXOGHU��

7KH�UKRPERLGV�±�PDMRU�DQG�PLQRU�±�DWWDFK�IURP�WKH�QXFKDO� OLJDPHQW��VXSUDVSLQRXV� OLJDPHQWV��DQG�
VSLQRXV�SURFHVVHV�RI�&�±7���7KH�UKRPERLG�IXQFWLRQV�WR�DGGXFW�DQG�GRZQZDUGO\�URWDWH�WKH�VFDSXOD��
WKHUHE\�DFWLQJ�DV�D�V\QHUJLVW�WR�WKH�OHYDWRU�VFDSXOD�DQG�DQ�DQWDJRQLVW�WR�WKH�XSSHU�DQG�ORZHU�WUDSH]LXV��
,W�LV�DQ�LPSRUWDQW�PHGLDO�VWDELOL]HU�RI�WKH�67�DUWLFXODWLRQ��

7KH�PLGGOH�WUDSH]LXV�DWWDFKHV�IURP�&�±7��WR�WKH�DFURPLRQ�DQG�WKH�SRVWHULRU�ERUGHU�RI�WKH�VSLQH�RI�
WKH�VFDSXOD��,W�IXQFWLRQV�WR�DGGXFW�DQG�VWDELOL]H�WKH�PHGLDO�ERUGHU�RI�WKH�VFDSXOD�DQG�WKHUHE\�DFWV�DV�D�
V\QHUJLVW�WR�WKH�UKRPERLGV��

7KH�ORZHU�WUDSH]LXV�DWWDFKHV�IURP�VSLQRXV�SURFHVVHV�DQG�VXSUDVSLQRXV�OLJDPHQWV�RI�7�±7���DV�ZHOO�
DV� WKH�WKRUDFROXPEDU�IDVFLD�� WR� WKH�VPRRWK�WULDQJXODU�VXUIDFH�RQ�WKH�PHGLDO�HQG�RI� WKH�VSLQH�RI� WKH�
VFDSXOD��7KLV�PXVFOH�LV�DQ�LPSRUWDQW�GHSUHVVRU�RI�WKH�VFDSXOD��WKHUHE\�RSSRVLQJ�WKH�XSSHU�¿EHUV�RI�
WKH�WUDSH]LXV��OHYDWRU�VFDSXOD��DQG�UKRPERLGV��,Q�WKH�UROH�RI�XSZDUGO\�URWDWLQJ�WKH�VFDSXOD��LW�DFWV�DV�D�
IXQFWLRQDO�DJRQLVW�WR�WKH�XSSHU�WUDSH]LXV�DQG�VHUUDWXV�DQWHULRU��WKHUHE\�RSSRVLQJ�WKH�OHYDWRU�VFDSXOD��
UKRPERLGV��DQG�SHFWRUDOLV�PLQRU��

&ROOHFWLYHO\�� WKH� VSLQRVFDSXODU�PXVFOHV�ZLOO� FRQWUDODWHUDOO\� URWDWH� WKH� VSLQH� WRZDUGV� WKH� ¿[HG� DUP�
ZKLFK�LV�RQH�VWUDWHJ\�IRU�LPSURYLQJ�G\VIXQFWLRQDO�VSLQDO�FXUYDWXUHV�

8,36%'37'%490%6

7KH�VHUUDWXV�DQWHULRU�DQG�SHFWRUDOLV�PLQRU�DUH�WKH�RQO\�PXVFOHV�DWWDFKLQJ�GLUHFWO\�IURP�WKH�VFDSXOD�WR�
WKH�WKRUD[�DQG�HDFK�GHVHUYHV�VSHFLDO�PHQWLRQ��:KLOH�QR�PXVFOH�ZRUNV�LQ�LVRODWLRQ��WKH�VHUUDWXV�DQWHULRU�
PD\�EH�WKH�PXVFOH�PRVW�UHVSRQVLEOH�IRU�VFDSXODU�VWDELOL]DWLRQ��ZKHUHDV�WKH�SHFWRUDOLV�PLQRU�PD\�EH�
WKH�PXVFOH�PRVW�UHVSRQVLEOH�IRU�WKH�DQWHULRUO\�WLOWHG�VFDSXODH�DQG�UHVXOWDQW�IRUZDUG�VKRXOGHU�SRVWXUH��
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$WWDFKLQJ�IURP�WKH�¿UVW�QLQH�ULEV� WR� WKH�DQWHURPHGLDO�ERUGHU�RI� WKH�VFDSXOD�� WKH�VHUUDWXV�DQWHULRU� LV�
PRVW�UHVSRQVLEOH�IRU�VWDELOL]LQJ�WKH�VFDSXODH�RQ�WKH�WKRUD[��$GGLWLRQDOO\��LW�DVVLVWV�RYHUKHDG�PRWLRQ�
E\�XSZDUGO\� URWDWLQJ� DQG� DEGXFWLQJ� WKH� VFDSXODH��7KH� ORZHU�¿EHUV�KDYH� WKH� LPSRUWDQW� IXQFWLRQ�RI�
DQFKRULQJ� WKH� ORZHU�DVSHFW� WR� WKH� WKRUD[�DV� WKH�VFDSXOD�XSZDUGO\� URWDWHV��:HDNQHVV� LQ� WKHVH�¿EHUV�
UHVXOWV�LQ�VFDSXODU�HOHYDWLRQ�DV�WKH�DUP�JRHV�RYHUKHDG�DQG�VFDSXODU�ZLQJLQJ�DV�WKH�DUP�UHWXUQV�IURP�DQ�
RYHUKHDG�SRVLWLRQ��:LWK�WKH�XSSHU�OLPE�¿[HG��WKH�VHUUDWXV�DQWHULRU�FDQ�DOVR�DVVLVW�WUXQN�PRWLRQ��

7KH�SHFWRUDOLV�PLQRU�DWWDFKHV�IURP�WKH�FRUDFRLG�SURFHVV�WR�ULEV��±���,W�LV�UHVSRQVLEOH�IRU�VWDELOL]LQJ�
WKH�VFDSXOD��KRZHYHU��ZKHQ�RYHUDFWLYH�DQG�XQFKHFNHG�E\�WKH�ORZHU�WUDSH]LXV�DQG�VHUUDWXV�DQWHULRU��LW�
DQWHULRUO\�WLOWV�WKH�VFDSXODH��FRQWULEXWLQJ�WR�WKH�IRUZDUG�VKRXOGHU�SRVLWLRQ��$GGLWLRQDOO\��WKH�SHFWRUDOLV�
PLQRU� LV� DQ� DFFHVVRU\�PXVFOH� RI� UHVSLUDWLRQ�� ,Q� WKH� SUHVHQFH� RI� SRRU� GLDSKUDJPDWLF� EUHDWKLQJ� WKH�
SHFWRUDOLV�PLQRU� EHFRPHV�RYHUDFWLYH� DV� LW� DWWHPSWV� WR� HOHYDWH� WKH� ULE� FDJH��7KLV� FRQWULEXWHV� WR� WKH�
HOHYDWHG�WKRUD[�SRVLWLRQ�DQG�ZLGH�VWHUQDO�DQJOH�WKDW�LV�SUHYDOHQW�ZLWK�G\VIXQFWLRQDO�EUHDWKLQJ��*LYHQ�
WKH� DSSUR[LPDWHO\� ������� EUHDWKV� WDNHQ� GDLO\�� G\VIXQFWLRQDO� EUHDWKLQJ� KDV� EHHQ� FOLQLFDOO\� IRXQG�
WR�EH� WKH�PRVW�FRPPRQ�FDXVH�RI�K\SHUWRQLFLW\�RI� WKH�SHFWRUDOLV�PLQRU�DV�ZHOO�DV� WKH� VFDOHQHV�DQG�
VWHUQRFOHLGRPDVWRLGV��:LWK� WKH� XSSHU� DUP�¿[HG� DV� LQ� FUDZOLQJ�� WKH� SHFWRUDOLV�PLQRU� FDQ� DVVLVW� WKH�
SDUDVFDSXODU�PXVFOHV�LQ�SXOOLQJ�WKH�VFDSXOD�RYHU�WKH�¿[HG�KXPHUDO�KHDG�

74-23,91)6%0�

7KH� ODWLVVLPXV� GRUVL� LV� D� XQLTXH�PXVFOH� DV� LW� LV� WKH� RQO\� RQH� GLUHFWO\� DWWDFKLQJ� WKH� VSLQH� WR� WKH�
KXPHUXV��PDNLQJ� LW� DQDORJRXV� WR� WKH� SVRDV�PDMRU� RI� WKH� KLS�� ,W� WDNHV� LWV� RULJLQ� IURP� WKH� SHOYLV��
WKRUDFROXPEDU�IDVFLD��DQG�OXPEDU�DQG�WKRUDFLF�YHUWHEUDH�WR�DWWDFK�RQ�WKH�KXPHUXV��:KLOH�LWV�DFWLRQV�
LQFOXGH�H[WHQVLRQ��DGGXFWLRQ�DQG�LQWHUQDO�KXPHUDO�URWDWLRQ�� LWV�UROH� LV�PXFK�PRUH�H[SDQVLYH��7KH�
REOLTXH�¿EHUV�RI�WKH�ODWLVVLPXV�GRUVL�UXQ�QHDUO\�SDUDOOHO�WR�WKH�ORZHU�¿EHUV�RI�WKH�ORZHU�WUDSH]LXV��DQG�
HYHQ�KDV�D�IDVFLDO�FRQQHFWLRQ�WR�WKH�LQIHULRU�DVSHFW�RI�WKH�VFDSXOD��7KHVH�REOLTXH�¿EHUV�FRQWULEXWH�
WR�EULQJLQJ�WKH�VFDSXOD�GRZQ�DQG�DURXQG�WKH�WKRUD[�±�VLPLODU�WR�WKH�FRPELQHG�DFWLRQ�RI�WKH�VHUUDWXV�
DQWHULRU�DQG�ORZHU�WUDSH]LXV��

$V�SDUW�RI�WKH�SRVWHULRU�REOLTXH�FKDLQ��WKH�ODWLVVLPXV�GRUVL�LV�D�SULPDU\�VWDELOL]HU�RI�WKH�VDFURLOLDF�
MRLQW�� OXPEDU� VSLQH�� DQG� WKRUD[� LQ� DGGLWLRQ� WR� LWV� UROH� LQ� DFFHOHUDWLQJ� DQG� GHFHOHUDWLQJ� URWDWLRQDO�
PRWLRQV�RI� WKH� WUXQN� DQG� VSLQH��:KHQ� VWLII� DQG�RU� VKRUW�� LW� FDQ� FRQWULEXWH� WR� DQWHULRU� URWDWLRQ�RI�
WKH�SHOYLV�DQG�K\SHUH[WHQVLRQ�RI� WKH� WKRUDFROXPEDU� MXQFWLRQ��$GGLWLRQDOO\��EHFDXVH�RI� LWV�XQLTXH�
DWWDFKPHQW�WR�WKH�PHGLDO�VLGH�RI�WKH�LQWHUWXEHUFXODU�JURRYH��LQ�WKH�SUHVHQFH�RI�SRRU�VFDSXODU�VWDELOLW\��
WKH�ODWLVVLPXV�GRUVL�ZLOO�SXOO�WKH�VFDSXOD�LQWR�IXUWKHU�DQWHULRU�WLOW�DQG�GHSUHVVLRQ��RIWHQ�QHFHVVLWDWLQJ�
LWV�UHOHDVH�SULRU�WR�LQVWLWXWLQJ�FRUUHFWLYH�H[HUFLVH��'XULQJ�FORVHG�FKDLQ�DFWLYLWLHV�RU�WKRVH�LQ�ZKLFK�
RQH�DUP�LV�¿[HG��WKH�ODWLVVLPXV�GRUVL�FDQ�SXOO�WKH�WUXQN�WRZDUGV�WKH�KDQGV�DQG�FRQWUDODWHUDOO\�URWDWH�
WKH�VSLQH���

8,36%'3,91)6%0�

7KH�SHFWRUDOLV�PDMRU��WKH�RQO\�PXVFXODU�FRQQHFWLRQ�IURP�WKH�DQWHULRU�WKRUD[�GLUHFWO\�WR�WKH�KXPHUXV��
DWWDFKHV� IURP� WKH� FODYLFOH�� VWHUQXP�� DQG� ULEV� WR� WKH� ODWHUDO� OLS� RI� WKH� LQWHUWXEHUFXODU� JURRYH� RI� WKH�
KXPHUXV��:KLOH�QRW�GLUHFWO\�DWWDFKLQJ�WR�WKH�VFDSXOD��LW�DIIHFWV�WKH�67�DUWLFXODWLRQ�WKURXJK�LWV�DFWLRQ�RQ�
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WKH�KXPHUXV��7KH�FODYLFXODU�¿EHUV�ZLOO�DGGXFW�DQG�ÀH[��ZKLOH�WKH�VWHUQDO�¿EHUV�DUH�PRVW�UHVSRQVLEOH�
IRU�EULQJLQJ�WKH�DUP�DFURVV�WKH�ERG\��KRUL]RQWDO�DGGXFWLRQ���7KH�VWHUQDO�¿EHUV�DVVLVW�*+�H[WHQVLRQ�DQG�
DGGXFWLRQ��&ROOHFWLYHO\�WKHVH�PXVFOHV�ZLOO�LQWHUQDOO\�URWDWH�WKH�KXPHUXV�DQG�FRQWULEXWH�WR�VWDELOL]DWLRQ�
RI�WKH�6&�MRLQW�DQG�FRVWRFKRQGUDO�DUWLFXODWLRQV��WKH�DUHD�ZKHUH�WKH�ULE�DUWLFXODWHV�ZLWK�WKH�FDUWLODJH���
'XULQJ� FORVHG�FKDLQ� DFWLYLWLHV� RU� WKRVH� LQ�ZKLFK� RQH� DUP� LV� ¿[HG�� WKH� SHFWRUDOLV�PDMRU� DQG�PLQRU�
IXQFWLRQ� WR� SXOO� WKH� WUXQN� WRZDUGV� WKH� ¿[HG� KXPHUXV��:KHQ� RYHUDFWLYH�� WKH� SHFWRUDOLV�PDMRU� ZLOO�
FRQWULEXWH�WR�DQWHULRU�KXPHUDO�JOLGH�V\QGURPH�DQG�IRUZDUG�VKRXOGHU�SRVLWLRQ�E\�SXOOLQJ�WKH�KXPHUXV�
IRUZDUG� DV� LW� LQWHUQDOO\� URWDWHV��+RZHYHU�� WKH� SHFWRUDOLV�PDMRU� LV� RIWHQ� LQKLELWHG� DQG� VXEVHTXHQWO\�
RYHU�OHQJWKHQHG�LQ�PDQ\�FOLHQWV�ZLWK�VKRXOGHU�G\VIXQFWLRQ��:KHQ�WKH�SHFWRUDOLV�PDMRU�LV�LQKLELWHG��
WKH�SHFWRUDOLV�PLQRU�EHFRPHV�VKRUWHU�DQG�VWLIIHU�DQG�WKH�ODWLVVLPXV�GRUVL�DQG�WHUHV�PDMRU�EHFRPH�WKH�
SULPDU\�LQWHUQDO�URWDWRUV�DQG�FRQWULEXWH�WR�SXOO�WKH�VKRXOGHU�FRPSOH[�LQIHULRUO\�DQG�DQWHULRUO\�

7'%4903,91)6%0

7KH�VFDSXORKXPHUDO�PXVFOHV�RULJLQDWH�IURP�WKH�VFDSXOD�DQG�DWWDFK�WR�WKH�KXPHUXV��7KHVH�LQFOXGH�WKH�
DQWHULRU��PLGGOH��DQG�SRVWHULRU�¿EHUV�RI�WKH�GHOWRLG��WKH�URWDWRU�FXII�PXVFOHV��LQFOXGLQJ�WKH�VXSUDVSLQDWXV��
LQIUDVSLQDWXV��WHUHV�PLQRU��DQG�VXEVFDSXODULV���WKH�WHUHV�PDMRU�DQG�WKH�FRUDFREUDFKLDOLV��

7KH�SRVWHULRU�¿EHUV�RI�WKH�GHOWRLG�DVVLVW�*+�H[WHUQDO�URWDWLRQ�DQG�H[WHQVLRQ��:KHQ�WKH�SRVWHULRU�¿EHUV�
EHFRPH�WKH�SULPH�PRYHUV�RI�H[WHUQDO�URWDWLRQ��WKH\�FRQWULEXWH�WR�WKH�DQWHULRU�KXPHUDO�JOLGH�V\QGURPH�
E\�SXOOLQJ�WKH�KXPHUXV�IRUZDUG�LQ�WKH�VRFNHW�DQG�OLPLWLQJ�SRVWHULRU�JOLGH��7KH�PLGGOH�GHOWRLG�DVVLVWV�
DEGXFWLRQ�DQG��LQ�WKH�SUHVHQFH�RI�VXSUDVSLQDWXV�LQKLELWLRQ��FUHDWHV�D�VXSHULRU�JOLGH�RI�WKH�KXPHUXV�LQ�
WKH�JOHQRLG�IRVVD��ZKLFK�LV�D�FRQWULEXWLQJ�IDFWRU�WR�LPSLQJHPHQW�V\QGURPHV��7KH�DQWHULRU�GHOWRLG�LV�
UHVSRQVLEOH�IRU�ÀH[LRQ��DGGXFWLRQ��DQG�LQWHUQDO�URWDWLRQ�RI�WKH�*+�MRLQW�DQG�FRQWULEXWHV�WR�WKH�IRUZDUG�
LQWHUQDO�URWDWLRQ�VKRXOGHU�SRVLWLRQ�ZKHQ�WKHUH�LV�DQ�LPEDODQFH�ZLWK�WKH�H[WHUQDO�URWDWRU�FXII�PXVFOHV��

7KH�URWDWRU�FXII�PXVFOHV�DUH�PRVW�UHVSRQVLEOH�IRU�SUHFLVH�VWDELOL]DWLRQ�DQG�PDLQWHQDQFH�RI�WKH�*+�D[LV�
RI�URWDWLRQ�DQG�ZHUH�GLVFXVVHG�LQ�DQ�HDUOLHU�VHFWLRQ��

7HUHV�PDMRU� KDV� VLPLODU� IXQFWLRQV� DV� WKH� ODWLVVLPXV� GRUVL�� DVVLVWLQJ� *+� H[WHQVLRQ�� DGGXFWLRQ�� DQG�
LQWHUQDO�URWDWLRQ��:KHQ�WKH�VFDSXOD�DQWHULRUO\�WLOWV�E\�WKH�SXOO�IURP�WKH�ODWLVVLPXV�GRUVL�DQG�SHFWRUDOLV�
PLQRU�� WKH� WHUHV�PDMRU� FRQWULEXWHV� WR� WKH� DQWHULRU� KXPHUDO� JOLGH� V\QGURPH�E\�SXOOLQJ� WKH� KXPHUXV�
IRUZDUG�LQ�WKH�VRFNHW�DQG�OLPLWLQJ�SRVWHULRU�JOLGH�RI�WKH�KXPHUXV��7KH�FRUDFREUDFKLDOLV�DWWDFKHV�IURP�
WKH� FRUDFRLG�SURFHVV�RI� WKH� VFDSXOD� WR� WKH�PLGGOH�RI� WKH�KXPHUXV�� ,W� DVVLVWV� WKH� DQWHULRU�GHOWRLG� LQ�
ÀH[LRQ�DQG�DGGXFWLRQ�RI�WKH�KXPHUXV��6KRUWQHVV�LQ�WKH�FRUDFREUDFKLDOLV�FRQWULEXWHV�WR�WKH�DQWHULRUO\�
WLOWHG�VFDSXOD�E\�SXOOLQJ�WKH�VFDSXOD�WRZDUGV�WKH�KXPHUXV���

%((-8-32%0�197'0)7

:KLOH�RIWHQ�WKRXJKW�RI�DV�HOERZ�PXVFOHV��WKH�ELFHSV�EUDFKLL�DQG�WULFHSV�EUDFKLL�KDYH�D�PXFK�JUHDWHU�
IXQFWLRQDO�UROH�WKDQ�PHUHO\�ÀH[LQJ�DQG�H[WHQGLQJ�WKH�HOERZ��$ORQJ�ZLWK�WKH�LSVLODWHUDO�ODWLVVLPXV�GRUVL�
DQG�WHUHV�PDMRU��WKH�WULFHSV�EUDFKLL�LV�SDUW�RI�WKH�SRVWHULRU�FKDLQ�WKDW�LV�UHVSRQVLEOH�IRU�SXOOLQJ�WKH�WUXQN�
RYHU�WKH�VWDWLRQDU\�DUP�LQ�WKH�GHYHORSLQJ�FKLOG��,Q�DGGLWLRQ�WR�H[WHQVLRQ�RI�WKH�VKRXOGHU�DQG�HOERZ��WKH�
WULFHSV�EUDFKLL�DWWDFKHV�WR�WKH�SRVWHULRU�FDSVXOH�DQG�IXQFWLRQV�DV�D�*+�VWDELOL]HU��
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6LPLODUO\��WKH�ELFHSV�EUDFKLL�LV�PXFK�PRUH�WKDQ�D�ÀH[RU�DQG�VXSLQDWRU�RI�WKH�HOERZ��%LFHSV�FXUOV��ZKLOH�
JUHDW�IRU�GHYHORSLQJ�WKH�ÀH[LRQ�IXQFWLRQ�RI�WKH�HOERZ��DUH�WRWDOO\�RSSRVLWH�RI�LWV�DFWXDO�IXQFWLRQDO�UROH��
,Q�WKH�GHYHORSLQJ�FKLOG��WKH�ELFHSV�EUDFKLL�IXQFWLRQV�WR�SXOO�WKH�VFDSXOD�RYHU�WKH�VWDWLRQDU\�KXPHUDO�
KHDG��/LNH� WKH� WULFHSV�EUDFKLL�� WKH�ELFHSV�EUDFKLL� IXQFWLRQV�SULPDULO\�DV�D�*+�VWDELOL]HU��KHOSLQJ� WR�
SUHYHQW�DQWHULRU�JOLGLQJ�RI�WKH�KXPHUDO�KHDG��

6R�KRZ�DUH�WKHVH�GHYHORSPHQWDO�SDWWHUQV�WUDLQHG�LQ�WKH�DGXOW�SRSXODWLRQ"�:KLOH�FUDZOLQJ�ZRXOG�EH�
HIIHFWLYH��SURJUHVVLYH�SDWWHUQV�±�VXFK�DV� UHFOLQHG�SXOO�XSV�� WUDGLWLRQDO�SXOO�XSV��FDEOH�SXVK�DQG�SXOO�
SDWWHUQV��DQG�SODQN�SDWWHUQV�±�FDQ�KHOS�UHVWRUH�SULPLWLYH�IXQFWLRQ�RI�WKHVH�PXVFOHV�DV�SDUW�RI�WKH�PXVFOH�
FKDLQV�V\VWHP��7KHVH�ZLOO�EH�GLVFXVVHG�IXUWKHU�LQ�WKH�FRUUHFWLYH�H[HUFLVH�DQG�WUDLQLQJ�VHFWLRQV��

7'%4903,91)6%0�6,=8,1�%2(��
3:)6,)%(�1)',%2-'7
2YHUKHDG�PHFKDQLFV��ERWK�ÀH[LRQ�DQG�DEGXFWLRQ��UHTXLUH�SUHFLVH�LQWHUDFWLRQ�RI�HDFK�DUWLFXODWLRQ�RI�
WKH�VKRXOGHU�FRPSOH[��7KH�IROORZLQJ�PHFKDQLFV�UHODWH�WR�RYHUKHDG�PHFKDQLFV�DQG��ZKLOH�WKHUH�ZLOO�
EH�UHODWLYHO\�YDU\LQJ�DPRXQWV�RI�PRWLRQ�JLYHQ�HDFK�FOLHQW¶V�SK\VLFDO�DWWULEXWHV�DQG�KLVWRU\��WKH�LGHDO�
PHFKDQLFV�ZLOO�EH�UHODWLYHO\�VLPLODU��

0RYHPHQW�EHWZHHQ�WKH�*+�DQG�67�MRLQWV�LV�RIWHQ�UHIHUUHG�WR�DV�WKH�VFDSXORKXPHUDO�UK\WKP��$�UDQJH�
RI�����GHJUHHV�RI�VKRXOGHU�PRWLRQ�LV�FRQVLGHUHG�QRUPDO�IRU�ERWK�ÀH[LRQ�DQG�DEGXFWLRQ��2I�WKLV�PRWLRQ��
����GHJUHHV�LV�DW�WKH�*+�MRLQW��ZKLOH�WKH�6&��$&��DQG�67�MRLQWV�FROOHFWLYHO\�FRQWULEXWH�WKH�UHPDLQLQJ����
GHJUHHV��7KH�UDWLR�RI�*+±67�PRWLRQ�LV�RIWHQ�UHIHUHQFHG�DV�D�UDWLR�RI������ZKHUH�WKHUH�DUH���GHJUHHV�RI�
*+�PRWLRQ�WR�HYHU\���GHJUHH�RI�67�PRWLRQ��7KHVH�QXPEHUV�DUH�QRW�DOZD\V�DJUHHG�XSRQ�E\�DOO�H[SHUWV�
LQ�WKH�¿HOG�DQG�PD\�EH�SXUHO\�WKHRUHWLFDO�DV�ORDGLQJ�WKH�DUP�RIWHQ�DOWHUV�WKLV�UDWLR��DV�GR�LQGLYLGXDO�
GLIIHUHQFHV��0RWLRQ�DW�WKH�UHVSHFWLYH�MRLQWV�LV�GHVFULEHG�EHORZ��

'XULQJ�WKH�LQLWLDO����GHJUHHV�RI�VKRXOGHU�HOHYDWLRQ��WKH�DUP�DEGXFWV����GHJUHHV�DW�WKH�*+�MRLQW�DQG�WKH�
VFDSXOD�XSZDUGO\�URWDWHV����GHJUHHV��ZKHUH����GHJUHHV�RI�WKLV�VFDSXODU�PRWLRQ�LV�DW�WKH�6&�MRLQW�DQG�
WKH�$&�MRLQW�FRQWULEXWHV�WKH�UHPDLQLQJ���GHJUHHV���

'XULQJ�WKH�¿QDO����GHJUHHV�RI�VKRXOGHU�HOHYDWLRQ��WKH�*+�MRLQW�DEGXFWV�DQ�DGGLWLRQDO����GHJUHHV�DQG�
WKH�VFDSXOD�XSZDUGO\�URWDWHV�DQ�DGGLWLRQDO����GHJUHHV��7KHVH�¿QDO����GHJUHHV�RI�VFDSXODU�PRWLRQ�DUH�D�
FRPELQDWLRQ�RI���GHJUHHV�RI�6&�HOHYDWLRQ�DQG����GHJUHHV�DW�WKH�67�MRLQW��

:KDW�EHFRPHV�PRVW�HYLGHQW�ZKHQ�ORRNLQJ�DW� WKH�SUHFHGLQJ�PHFKDQLFV� LV� WKDW�DQDO\VLV�RI�RYHUKHDG�
PRWLRQ�UHTXLUHV�PXFK�PRUH�WKDQ�MXVW�ORRNLQJ�DW�*+�PRWLRQ��0RYHPHQWV�DW�WKH�6&��$&��DQG�67�MRLQWV�
DUH�LQWHJUDO�FRPSRQHQWV�WR�ERWK�WKH�DFWXDO�PRYHPHQW�DV�ZHOO�DV�WKH�VWDELOLW\�RI�WKH�XSSHU�DUP�GXULQJ�
RYHUKHDG�PRYHPHQW��7KHUHIRUH��PXVFOHV�FRQWUROOLQJ�WKHVH�MRLQW�PRWLRQV�PXVW�EH�FRQVLGHUHG�LQ�ERWK�
WKH�UHKDELOLWDWLRQ�DQG�FRUUHFWLYH�H[HUFLVH�VWUDWHJ\�DQG�WKH�FRQGLWLRQLQJ�RI�WKH�XSSHU�H[WUHPLW\�
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(=7*92'8-327�-2�944)6��
)<86)1-8=�4%88)627
7KH� ODFN� RI� RSWLPDO� VFDSXODU� VWDELOL]DWLRQ� OHDGV� WR�
FRPSHQVDWRU\�SDWWHUQV�GXULQJ�RYHUKHDG�PRWLRQ��7KHUH�
DUH�VHYHUDO�FRPPRQ�PRYHPHQW�G\VIXQFWLRQV�WKDW�FDQ�
EH� QRWHG� DV� FOLHQWV� UDLVH� WKHLU� DUPV� RYHUKHDG�� WKHVH�
G\VIXQFWLRQV�DUH�GHSLFWHG�LQ�WKH�LPDJH��ULJKW���

�� 1RQ�RSWLPDO� VFDSXORWKRUDFLF� VWDELOL]DWLRQ�� 7KH�
VFDSXOD� LV� PRYLQJ� XS� RYHU� WKH� WKRUD[� UDWKHU� WKDQ�
DURXQG�LW��YHUWLFDO�DUURZ��

�� ([FHVVLYH� HOHYDWLRQ� DQG� VFDSXOD� DFWLYLW\��$W� WKH�
VXSHULRU�DQJOH�LQVHUWLRQ�RI�WKH�OHYDWRU�VFDSXOD�WKHUH�
LV�LQFUHDVHG�WRQH��DUURZ��DQG�WKH�QHFN�LV�SXOOHG�LQWR�
ULJKW�URWDWLRQ�E\�WKH�OHYDWRU�VFDSXOD�

�� 1RQ�RSWLPDO� FHUYLFDO� DQG� WKRUDFLF� VSLQH�
VWDELOL]DWLRQ�� 7KH� FHUYLFDO� VSLQH� PRYHV� LQWR�
H[FHVVLYH�ULJKW�ODWHUDO�ÀH[LRQ�DQG�WKH�WUXQN�PRYHV�
LQWR� OHIW� ODWHUDO�ÀH[LRQ�GXH� WR�SRRU� VWDELOL]DWLRQ�DW�
WKH� OHIW� FHUYLFDO� DQG� ULJKW� WKRUDFROXPEDU� UHJLRQV�
UHVSHFWLYHO\��

7KLV�ODFN�RI�RSWLPDO�VWDELOL]DWLRQ�LV�RIWHQ�WKH�FDXVH�RI�
SDLQ�DW�WKH�FRPSHQVDWRU\�MRLQW�VHJPHQWV��7KH�ORVV�RI�
RSWLPDO� VWDELOL]DWLRQ� FUHDWHV� K\SHUPRELOH� VHJPHQWV�
WKDW�WHQG�WR�EH�ZKHUH�WKH�FOLHQW�ZLOO�H[SHULHQFH�SDLQ��
7KH� QHUYRXV� V\VWHP� UHVSRQGV� E\� FRPSHQVDWLQJ�ZLWK�
DUHDV�RI�K\SHUWRQLF�PXVFOHV�WKDW�DUH�WKH�FRUUHVSRQGLQJ�
ORFDWLRQV� RI�P\RIDVFLDO� WULJJHU� SRLQWV��7KLV� H[DPSOH�
DOVR� LOOXVWUDWHV�ZK\�P\RIDVFLDO�DSSURDFKHV� WKDW� IRFXV�RQ� WULJJHU�SRLQW� UHOHDVH�RIWHQ� IDLO� WR�SURGXFH�
ORQJ�WHUP�UHVXOWV�EHFDXVH�WKH�SULPDU\�SUREOHP�LV�D�VWDELOL]DWLRQ�LVVXH�DQG�WKH�WULJJHU�SRLQWV�DUH�WKH�
FRPSHQVDWRU\�LVVXH�

�� 0DQ\�FOLHQWV�ZLWK�VFDSXODU� LQVWDELOLW\�RU�G\VNLQHVLV�DUH�DEOH� WR�PRYH� WKHLU�VFDSXODH� LQWR�XSZDUG�
URWDWLRQ��KRZHYHU�� WKH\�KDYH� D�SRRU� DELOLW\� WR� FRQWURO� WKLV�PRWLRQ� DV� WKH\�EULQJ� WKHLU� DUPV�EDFN�
GRZQ�WR�WKHLU�VLGHV��7KH�VFDSXOD�FDQ�EH�VHHQ�WR�EH�PRYLQJ�LQWR�DQWHULRU�WLOW�DQG�GRZQZDUG�URWDWLRQ��
SURGXFLQJ�WKH�ZLQJHG�VFDSXOD� ORRN��7KH�SUREOHP�LV� WZRIROG�� WKH�VFDSXOD�PRYHV�H[FHVVLYHO\� LQWR�
GRZQZDUG�URWDWLRQ�DQG�RU�LW�PRYHV�IDVWHU�WKDQ�WKH�KXPHUXV��%RWK�VLWXDWLRQV�GULYH�DFFHVVRU\�PXVFOH�
VWDELOL]DWLRQ�DQG�DUH�FRPPRQ�FDXVHV�RI�WKH�GRZQZDUG�URWDWLRQ�V\QGURPH��
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1RWLFH� KRZ� WKLV� FOLHQW¶V� ULJKW�
VFDSXOD�LV�IDLUO\�ZHOO�FRQWUROOHG�LQ�
WKH�RYHUKHDG�PRWLRQ��LPDJH�OHIW���
7KHQ� QRWH� WKH� VFDSXODU� ZLQJLQJ�
DQG� GRZQZDUG� URWDWLRQ� �DUURZ��
DV� WKH�FOLHQW�HFFHQWULFDOO\� ORZHUV�
KLV� DUP� �LPDJH� ULJKW��� ,Q� FOLHQWV�
ZLWK�VFDSXODU�FRQWURO� LVVXHV�� WKLV�
ZLQJLQJ�JHQHUDOO\�RFFXUV�DURXQG�
���GHJUHHV�RI�VKRXOGHU�HOHYDWLRQ��
ZKHUH� WKH� VFDSXODU� VWDELOL]HUV�
DUH� DW� WKHLU� PRVW� GLVDGYDQWDJHG�
SRLQW� �ORQJHVW� OHQJWK�WHQVLRQ���
&RQVLGHU�WKH�FRQVHTXHQFHV�RQ�WKLV�FOLHQW¶V�QHFN�DQG�VXEDFURPLDO�VWUXFWXUHV�LI�KH�ZDV�WR�WKHQ�SHUIRUP�
IURQW�GXPEEHOO�UDLVHV�RU�XSULJKW�URZV��:LQJLQJ�LV�RIWHQ�FRPPRQ�LQ�FOLHQWV�ZLWK�XS�UHJXODWLRQ�RI�WKH�
JOHQRKXPHUDO�PXVFOHV��GHOWRLGV�DQG�URWDWRU�FXII��DQG�SRRU�GLVVRFLDWLRQ�EHWZHHQ�WKH�KXPHUDO�KHDG�DQG�
WKH�JOHQRLG�IRVVD���

7KH�GRZQZDUG�URWDWLRQ�V\QGURPH�DQG�DQWHULRU�KXPHUDO�JOLGH�V\QGURPH�DUH�WZR�DGGLWLRQDO�G\VIXQFWLRQDO�
SDWWHUQV�RI�WKH�XSSHU�H[WUHPLW\��7KHVH�WZR�G\VIXQFWLRQDO�PRYHPHQW�SDWWHUQV�ZLOO�EH�GLVFXVVHG�EHORZ��

,Q�FOLHQWV�ZLWK�D�GRZQZDUG�URWDWLRQ�V\QGURPH��WKH�OHYDWRU�VFDSXOD�DQG�UKRPERLGV�DVVXPH�WKH�SULPDU\�
UROH�RI�VFDSXODU�VWDELOL]DWLRQ��'XULQJ�PDQ\�FRPPRQ�H[HUFLVHV�±�VXFK�DV�FDEOH�URZV��ODW�SXOO�GRZQV��
SXOO�XSV�� ELFHSV� FXUOV�� DQG� WULFHSV� FDEOH� SXVK�GRZQV� ±� WKH� OHYDWRU� VFDSXOD�ZLOO� EHFRPH� SURPLQHQW�
EHFDXVH� WKHUH� LV� LQDGHTXDWH� LQIHULRU� VWDELOL]DWLRQ� RI� WKH� VFDSXOD� E\� WKH� VHUUDWXV� DQWHULRU� DQG� ORZHU�
WUDSH]LXV��7KH�µOHYDWRU�VFDSXOD�VLJQ¶��DUURZ��ZLOO�EH�SUHVHQW�DV�WKH�FOLHQW�ORDGV�WKHLU�VKRXOGHU�

1RWLFH�WKH�LQFUHDVHG�OHYDWRU�VFDSXOD�DFWLYDWLRQ�
DV� WKH� FOLHQW� SHUIRUPV� VKRXOGHU� H[WHQVLRQ�
DJDLQVW�D�UHODWLYHO\�OLJKW�WKHUDEDQG��VHH�ULJKW���

7KH� OHYDWRU� VFDSXOD� VLJQ� LV� FRPPRQ� LQ�
PDQ\� SDWWHUQV� ZKHUH� WKHUH� LV� SRRU� VFDSXODU�
VWDELOL]DWLRQ�� 7KH� WKHUDSLVW� RU� WUDLQHU� FDQ�
SDOSDWH�LQFUHDVHG�K\SHUWRQLFLW\�LQ�WKH�ODWHUDO�
DVSHFW� RI� WKH� QHFN� GXULQJ� PDQ\� FRPPRQ�
H[HUFLVHV�� LQGLFDWLQJ� RYHUDFWLYLW\� RI� WKH�
OHYDWRU�VFDSXOD��7KH�OHYDWRU�VFDSXODH�VKRXOG�
EH� UHODWLYHO\� TXLHW� DQG� WKHUH� VKRXOG� QRW�
EH� SDOSDEOH� RYHUDFWLYLW\� GXULQJ� IXQFWLRQDO�
PRYHPHQW� SDWWHUQV�� 7KLV� FOLHQW� ZLOO� RIWHQ�
FRPSODLQ�RI�QHFN�WLJKWQHVV�DQG�RU�KHDGDFKHV�IROORZLQJ�UHVLVWLYH�WUDLQLQJ�EHFDXVH�WKH\�DUH�XVLQJ�WKHLU�
QHFN�DV�WKH�DQFKRU�IRU�WKH�VKRXOGHU�FRPSOH[�UDWKHU�WKDQ�DQFKRULQJ�DW�WKH�WKRUD[�
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7KH� DQWHULRU� KXPHUDO� JOLGH� V\QGURPH� �6DKUPDQQ�
������LV�D�FRPPRQ�UHVXOW�RI�PXVFOH�LPEDODQFHV�RI�WKH�
JOHQRKXPHUDO�MRLQW�DQG�LV�FRPPRQO\�REVHUYHG�DV�WKH�
VKRXOGHU�PRYHV�LQWR�H[WHQVLRQ��$�GLYRW�ZLOO�EH�QRWHG�DW�
WKH�SRVWHULRU�DVSHFW�RI�WKH�MRLQW�GXH�WR�WKH�ORVV�RI�MRLQW�
FHQWUDWLRQ��ULJKW�DUURZ���DQG�WKH�KHDG�RI�WKH�KXPHUXV�
FDQ�EH�REVHUYHG��OHIW�DUURZ��RU�SDOSDWHG�DV�LW�WUDQVODWHV�
IRUZDUG��PRYLQJ�RQ�WKH�IRVVD��7KLV�RFFXUV�PRVW�RIWHQ�
DV�WKH�DUP�PRYHV�LQWR�H[WHQVLRQ�GXULQJ�SDWWHUQV�VXFK�
DV�WKH�FRQFHQWULF�SKDVH�RI�SXOOLQJ�SDWWHUQV��H�J��FDEOH�
URZV� DQG� SXOO�GRZQV�� DQG� WKH� HFFHQWULF� SKDVH� RI�
SXVKLQJ�SDWWHUQV��H�J��KRUL]RQWDO�FDEOH�FKHVW�SUHVVHV���

,Q�WKH�DQWHULRU�KXPHUDO�JOLGH�V\QGURPH��PRUH�WKDQ�RQH�WKLUG�RI�WKH�KXPHUDO�KHDG�FDQ�EH�SDOSDWHG�LQ�
IURQW�RI�WKH�DFURPLRQ�SURFHVV��DQG�WKH�SRVWHULRU�DVSHFW�RI�WKH�KXPHUDO�KHDG�ZLOO�EH�SDOSDWHG�IRUZDUG�RI�
WKH�SRVWHULRU�DVSHFW�RI�WKH�DFURPLRQ�SURFHVV���

7KHUH�DUH�IRXU�PDLQ�FDXVHV�RI�DQWHULRU�KXPHUDO�JOLGH�V\QGURPH���

��� 6KRUW� SRVWHULRU� MRLQW� FDSVXOH�� 7R� UHPDLQ� FHQWUDWHG� LQ� WKH� JOHQRLG� IRVVD�� WKHUH�PXVW� EH� SURSHU�
H[WHQVLELOLW\�RI�WKH�MRLQW�FDSVXOH��6KRUWQHVV�LQ�WKH�SRVWHULRU�MRLQW�FDSVXOH�GRHV�QRW�DOORZ�WKH�KXPHUXV�
WR�PRYH�SRVWHULRUO\�LQ�WKH�JOHQRLG�IRVVD��FDXVLQJ�DQ�DQWHULRU�VKLIW�LQ�WKH�KXPHUDO�UHVWLQJ�SRVLWLRQ�

��� 6KRUW�SRVWHULRU�URWDWRUV��$V�PHQWLRQHG�DERYH��WKH�KXPHUDO�KHDG�PXVW�UHPDLQ�FHQWUDWHG�LQ�WKH�
JOHQRLG�IRVVD��6KRUWQHVV�DQG�RU�VWLIIQHVV�RI�WKH�SRVWHULRU�URWDWRUV��LQIUDVSLQDWXV��WHUHV�PLQRU��DQG�
RU�SRVWHULRU�GHOWRLG�FDXVHV�D�VKLIW�LQ�WKH�D[LV�VLPLODU�WR�WKH�VKRUW�SRVWHULRU�MRLQW�FDSVXOH��

��� 0XVFOH�LPEDODQFHV��5HFDOO��WKH�IXQFWLRQ�RI�WKH�VXEVFDSXODULV�DQG�SHFWRUDOLV�PDMRU�LV�WR�GUDZ�WKH�
KXPHUDO�KHDG�EDFN�LQ�WKH�VRFNHW��:HDNQHVV�RU�LQKLELWLRQ�RI�WKH�VXEVFDSXODULV�DQG�RU�GRPLQDQFH�RI�
WKH�ODWLVVLPXV�GRUVL�DQG�WHUHV�PDMRU�DV�LQWHUQDO�URWDWRUV�ZLOO�GULYH�WKH�KHDG�RI�WKH�KXPHUXV�IRUZDUG��

��� '\VIXQFWLRQ�LQ�WKH�VWDELOL]DWLRQ�GLVVRFLDWLRQ�UHODWLRQVKLS��9HUEDO�FXLQJ�WKDW�IDYRUV�LQVWUXFWLRQV�
VXFK�DV� µSXOO�\RXU�VKRXOGHU�EODGHV�GRZQ�DQG�EDFN¶�RU� µVTXHH]H�\RXU�VKRXOGHU�EODGHV� WRJHWKHU¶�
GXULQJ�SXOOLQJ�SDWWHUQV�IXQFWLRQDOO\�µORFN¶�WKH�VFDSXOD��ZKLFK�UHVXOWV�LQ�FRPSHQVDWRU\�LQFUHDVHV�
LQ�JOHQRKXPHUDO�PRWLRQ��,Q�DQ�DWWHPSW�WR�PRYH�WKH�UHVLVWDQFH��WKH�RQO\�DYDLODEOH�PRWLRQ�IRU�WKH�
VKRXOGHU�LV�E\�DQWHULRUO\�JOLGLQJ�WKH�KXPHUXV�LQ�WKH�JOHQRLG�FDYLW\�

'XULQJ�LGHDO�SDWWHUQLQJ�� WKH�KXPHUDO�KHDG�UHPDLQV�FHQWUDWHG�LQ�WKH�JOHQRLG�IRVVD��7KHUH�VKRXOG�
EH�QR�DQWHULRU�PLJUDWLRQ�RI�WKH�KXPHUDO�KHDG�DQG�QR�JDSSLQJ�RU�GLYRWV�REVHUYHG�LQ�WKH�SRVWHULRU�
DVSHFW�RI�WKH�VKRXOGHU��3RRU�SDWWHUQLQJ�LV�FRPPRQ�ZLWK�ELFHSV�FXUOV�LQ�WKH�SUHVHQFH�RI�SRRU�67�
DQG�RU�*+�VWDELOL]DWLRQ��DQG�WKH�KXPHUDO�KHDG�LV�FRQVHTXHQWO\�GULYHQ�IRUZDUG�GXULQJ�WKH�HFFHQWULF�
SKDVH�RI�WKH�H[HUFLVH��
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1RWH� WKH� DQWHULRU� VKRXOGHU� SRVLWLRQ� �ULJKW� LPDJH�� GXULQJ��
WKH�HFFHQWULF�SKDVH�RI�WKH�ELFHSV�FXUO��GXH�WR�WKH�ORVV�RI�ERWK�*+�
DQG�67�VWDELOLW\��7KHVH�FOLHQWV�ZLOO�RIWHQ�FRPSODLQ�RI�SDLQ�RYHU�
WKH�DQWHULRU�DVSHFW�RI�WKH�KXPHUDO�KHDG�VHFRQGDU\�WR�LUULWDWLRQ�RI�
WKH�ELFLSLWDO�WHQGRQ��

,W� LV� LPSRUWDQW� WR� REVHUYH� DQG� FRUUHFW� WKLV� SRVLWLRQ� GXULQJ� IXQFWLRQDO� PRYHPHQW� SDWWHUQV� EHFDXVH�
HYHU\�UHSHWLWLRQ�WKDW�WKH�LQGLYLGXDO�LV�DOORZHG�WR�SHUIRUP�LQFRUUHFWO\�EULQJV�WKHP�RQH�VWHS�IXUWKHU�LQ�
HVWDEOLVKLQJ�D�SHUPDQHQW�PRYHPHQW�G\VIXQFWLRQ��:KLOH�WKH�VKRUW�SRVWHULRU�MRLQW�FDSVXOH�LV�XVXDOO\�D�
VRIW�WLVVXH� UHVWULFWLRQ�VHFRQGDU\� WR� UHSHWLWLYH� LQMXU\�� WKH�VKRUW�SRVWHULRU� URWDWRUV�DUH�XVXDOO\�D� UHVXOW�
RI�SRRU�PRWRU�SDWWHUQLQJ�RU�XS�UHJXODWLRQ� VHFRQGDU\� WR�SRRU�PRWRU�FRQWURO�RI� WKH�*+� MRLQW�E\� WKH�
VFDSXORKXPHUDO�PXVFOHV��0RELOL]DWLRQ�RI�WKH�SRVWHULRU�FDSVXOH��UHOHDVH�RI�WKH�SRVWHULRU�URWDWRUV��DQG�
DFWLYDWLRQ�RI� WKH�VXEVFDSXODULV�� LQ�DGGLWLRQ� WR�PRYHPHQW� UHWUDLQLQJ��ZLOO�KHOS� UHYHUVH� WKLV�SUREOHP��
,W�LV�KHOSIXO�WR�SDOSDWH�WKH�KHDG�RI�WKH�KXPHUXV�DV�ZHOO�DV�WKH�VFDSXOD�GXULQJ�FRUUHFWLYH�H[HUFLVH�DQG�
IXQFWLRQDO�SDWWHUQV��WR�KHOS�PRQLWRU�DQG�FXH�SURSHU�KXPHUDO�KHDG�DQG�VFDSXODU�SRVLWLRQLQJ���
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7,390()6�-278%&-0-8=�7=2(631)
$QWHULRU�LQVWDELOLW\�V\QGURPH�LQFOXGHV�PDQ\�RI�WKH�FRPPRQ�FRQGLWLRQV�WKDW�DIIHFW�VKRXOGHU�VWDELOLW\��
7KHVH�LQFOXGH�PXOWL�GLUHFWLRQDO�LQVWDELOLWLHV��LQVWDELOLW\�LQ�PRUH�WKDQ�RQH�GLUHFWLRQ��DQG�VXEOX[DWLRQ�
GLVORFDWLRQ�RI�WKH�VKRXOGHU��7KH�PRVW�FRPPRQ�GLUHFWLRQ�RI�LQVWDELOLW\�LV�DQWHULRUO\��ZKLFK�FRUUHODWHV�WR�
WKH�KLJKHU�SHUFHQWDJH�RI�DQWHULRU�VKRXOGHU�GLVORFDWLRQV�WKDQ�SRVWHULRUO\��:KLOH�FRPPRQ�LQ�WUDXPDWLF�
LQMXULHV�VXFK�DV�D�IDOO�RQ�DQ�RXWVWUHWFKHG�DUP�RU�D�PRWRU�YHKLFOH�DFFLGHQW��D�IUHTXHQW�FDXVH�RI�LQVWDELOLW\�
LV�DQ�DOWHUHG�PRWRU�FRQWURO� WKDW� UHVXOWV� LQ�DQWHULRU�GLVSODFHPHQW�RI� WKH�KXPHUDO�KHDG� LQ� WKH�JOHQRLG�
IRVVD��$OWKRXJK�FDSVXODU�OD[LW\�DQG�LPSDLUHG�SURSULRFHSWLRQ�KDYH�EHHQ�VXJJHVWHG�DV�FDXVHV��DOWHUHG�
SDWWHUQV�RI�PXVFOH�DFWLYDWLRQ�KDYH�DOVR�EHHQ�VKRZQ�WR�FUHDWH�DQWHULRU�LQVWDELOLW\��0\HUV�HW�DO��������7KH�
SHFWRUDOLV�PDMRU��VKRUW�KHDG�RI�ELFHSV�EUDFKLL��FRUDFREUDFKLDOLV��DQWHULRU�GHOWRLG��DQG�WKH�VXEVFDSXODULV�
SURYLGH�DQWHULRU�VXSSRUW�WR�WKH�VKRXOGHU�MRLQW�DQG�KDYH�EHHQ�VKRZQ�WR�EH�LQKLELWHG�LQ�LQGLYLGXDOV�ZLWK�
DQWHULRU�LQVWDELOLW\��7KLV�LQVWDELOLW\�PD\�EH�D�SUHGLVSRVLQJ�FDXVH�RI�LPSLQJHPHQW�V\QGURPHV�DV�ZHOO�DV�
WHDUV�RI�WKH�VXSUDVSLQDWXV�WHQGRQ�DQG�JOHQRLG�ODEUXP��

7,390()6�-14-2+)1)28�7=2(631)
,PSLQJHPHQW�V\QGURPHV�RI�WKH�VKRXOGHU�JHQHUDOO\�LQYROYH�WKH�VXSUDVSLQDWXV�WHQGRQ�DV�LW�FURVVHV�XQGHU�
WKH�DFURPLRQ�WR�DWWDFK�RQWR�WKH�JUHDWHU�WXEHUFOH��WKH�VXEDFURPLDO�EXUVD�EHQHDWK�WKH�DQWHULRU�SRUWLRQ�
RI�WKH�DFURPLRQ�SURFHVV�DQG�FRUDFRDFURPLDO�OLJDPHQW��DQG�WKH�ORQJ�KHDG�RI�WKH�ELFHSV�EUDFKLL�DV�LW�
SDVVHV�XQGHUQHDWK� WKH�DQWHULRU�DVSHFW�RI� WKH�DFURPLRQ�SURFHVV� WR� LQVHUW� LQWR� WKH� VXSHULRU� OLS�RI� WKH�
JOHQRLG�IRVVD�� ,PSLQJHPHQW�V\QGURPHV�DUH�JHQHUDOO\�UHODWHG� WR�VFDSXODU�G\VNLQHVLV�DQG� WKH� ODFN�RI�
VFDSXODU�VWDELOL]DWLRQ��XSZDUG�URWDWLRQ��DQG�SRVWHULRU� WLOWLQJ��:KLOH� LPSLQJHPHQWV�FDQ�RFFXU�GXULQJ�
PDQ\�VKRXOGHU�PRWLRQV�� DEGXFWLRQ�DQG�ÀH[LRQ�DURXQG����GHJUHHV� WR�����GHJUHHV� �WKH�SRLQW�ZKHUH�
WKHUH�LV�WKH�OHDVW�DPRXQW�RI�VXEDFURPLDO�VSDFH�DQG�WKH�OHYHU�DUP�LV�WKH�ORQJHVW��LV�JHQHUDOO\�WKH�UDQJH�
ZKHUH�FOLHQWV�ZLOO�H[SHULHQFH�WKH�PRVW�DPRXQW�RI�V\PSWRPV��,QKLELWLRQ�RI�WKH�URWDWRU�FXII�GLPLQLVKLQJ�
WKH�DELOLW\�WR�GHSUHVV�WKH�KHDG�RI�WKH�KXPHUXV�GXULQJ�RYHUKHDG�PRWLRQ�ZLOO�DGGLWLRQDOO\�FRQWULEXWH�WR�
LPSLQJHPHQW�V\QGURPHV�RI�WKH�VKRXOGHU��

'HFUHDVHV�LQ�SRVWHULRU�WLOW�DQG�LQFUHDVHV�LQ�LQWHUQDO�URWDWLRQ�RI�WKH�VFDSXOD�GXULQJ�KXPHUDO�HOHYDWLRQ�
KDYH�EHHQ�GHPRQVWUDWHG�LQ�VXEMHFWV�ZLWK�VKRXOGHU�LPSLQJHPHQW�DV�FRPSDUHG�WR�WKRVH�ZLWKRXW�VKRXOGHU�
LPSLQJHPHQW��/XNDVLHZLF]�HW�DO��������7HDUV�RI�WKH�URWDWRU�FXII�WHQGRQV�KDYH�EHHQ�SURSRVHG�DV�ERWK�D�
UHVXOW�DQG�D�FDXVH�RI�LPSLQJHPHQW�V\QGURPHV��,QWHUHVWLQJO\��LQ�D�VWXG\�RI����DV\PSWRPDWLF�LQGLYLGXDOV�
E\�6KHU�HW�DO�������������RI�LQGLYLGXDOV�ZLWK�QR�UHSRUW�RI�VKRXOGHU�SDLQ�KDG�05,�¿QGLQJV�WKDW�ZHUH�
GLDJQRVWLF�IRU�D�WHDU�RI�WKH�URWDWRU�FXII��

0%&6%0�8)%67
/DEUDO�WHDUV�RI�WKH�JOHQRLG�ODEUXP�DUH�FRPPRQ�ZLWK�WUDXPDV�VXFK�DV�D�IDOO�RQ�DQ�RXWVWUHWFKHG�DUP��7KH\�
DUH�DOVR�FRPPRQ�ZLWK�UHSHWLWLYH�LQMXULHV�RI�WKH�VKRXOGHU�RIWHQ�UHODWHG�WR�SRRU�VFDSXODU�VWDELOL]DWLRQ�DV�
ZHOO�DV�SRRU�KXPHUDO�KHDG�FHQWUDWLRQ�RI�WKH�XSSHU�DUP��$QWHULRU�KXPHUDO�KHDG�PLJUDWLRQ�LV�D�FRPPRQ�
PRYHPHQW�SDWWHUQ�IRXQG�DQHFGRWDOO\�LQ�FOLHQWV�ZLWK�ODEUDO�WHDUV��7LJKWQHVV�RI�WKH�SRVWHULRU�MRLQW�FDSVXOH��
P\RIDVFLDO�FRQWUDFWXUHV�RI�WKH�SRVWHULRU�URWDWRU�FXII��DQG�LQKLELWLRQ�RI�WKH�VXEVFDSXODULV��LQ�SRVWHULRU�
KXPHUDO�KHDG�JOLGH��DUH�DOVR�FRQWULEXWLQJ�IDFWRUV�WR�ODEUDO�WHDUV�RI�WKH�JOHQRKXPHUDO�MRLQW��
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&-'-4-8%0�8)2(3237-7�
%LFLSLWDO�WHQGRQRVLV�LV�D�GHJHQHUDWLYH�FKDQJH�RI�WKH�ELFHSV�WHQGRQ��,W�LV�RIWHQ�FRQIXVHG�ZLWK�WHQGRQLWLV��
ZKLFK� LV� DQ� LQÀDPPDWRU\� FRQGLWLRQ� DIIHFWLQJ� D� WHQGRQ�� :LWK� WHQGRQRVLV� WKHUH� LV� GHJHQHUDWLRQ�
DQG� WKLQQLQJ�RI� WKH�FROODJHQ�¿EHUV�RI� WKH� WHQGRQ� �.KDQ�DQG�&RRN�������DQG� LW�JHQHUDOO\�RFFXUV�
VHFRQGDU\� WR�RYHUXVH��%LFLSLWDO� WHQGRQRVLV� W\SLFDOO\�RFFXUV�ZLWK�SRRU� VFDSXORKXPHUDO�PHFKDQLFV�
DQG�WKH�DQWHULRU�KXPHUDO�KHDG�SRVLWLRQ��7KH�ELFHSV�WHQGRQ�VLWV�LQ�WKH�ELFLSLWDO�JURRYH�DQG�IXQFWLRQV�
DV�DQ�DQWHULRU�VWDELOL]HU�RI�WKH�KXPHUXV�ZLWKLQ�WKH�JOHQRLG�IRVVD��3RVWXUDO�DOWHUDWLRQV�±�VXFK�DV�DQ�
DQWHULRU�WLOW�RI�WKH�VFDSXOD��IRUZDUG�SRVLWLRQ�RI�WKH�KXPHUDO�KHDG�LQ�WKH�JOHQRLG�IRVVD�VHFRQGDU\�WR�
D� WLJKW� SRVWHULRU� FDSVXOH�� DQG�PXVFOH� LQKLELWLRQ� IDYRULQJ� WKH�PXVFOHV� WKDW� SXOO� WKH� KXPHUDO� KHDG�
IRUZDUG� LQ� WKH�JOHQRLG� IRVVD�±�FRQWULEXWH� WR� LQFUHDVHG�IULFWLRQ�EHWZHHQ� WKH�DQWHULRU�DVSHFW�RI� WKH�
KXPHUXV�DQG�WKH�ELFLSLWDO�WHQGRQ��

([FHVVLYH�XVH�RI�H[HUFLVHV�VXFK�DV�ELFHS�FXUOV��EHQFK�SUHVVHV��DQG�GLSV��DV�ZHOO�DV�DQ\�XSSHU�H[WUHPLW\�
H[HUFLVH�SHUIRUPHG�ZLWK�QRQ�RSWLPDO�JOHQRKXPHUDO�SRVLWLRQLQJ��FDQ�OHDG�WR�RYHUORDGLQJ�RI�WKH�ELFLSLWDO�
WHQGRQ��0LFUR�IUD\LQJ�RI�WKH�ELFHSV�WHQGRQ�FDQ�OHDG�WR�SDLQ�DQG�GHFUHDVHG�VWUHQJWK�LQ�LWV�VWDELOL]DWLRQ�
UROH�RI�WKH�KXPHUDO�KHDG���

8,36%'-'�3980)8�7=2(631)
7KRUDFLF� RXWOHW� V\QGURPH� LV� FDXVHG� E\� HQWUDSPHQW� RI� WKH� EUDFKLDO� SOH[XV� DV� LW� H[LWV� WKH� QHFN� LQ�
EHWZHHQ�WKH�DQWHULRU�DQG�PLGGOH�VFDOHQHV��XQGHU�WKH�FODYLFOH�RU�XQGHUQHDWK�WKH�SHFWRUDOLV�PLQRU��DQG�
PDNHV�LWV�ZD\�GRZQ�WKH�DUP��7KLV�FRQGLWLRQ�LV�FKDUDFWHUL]HG�E\�UDGLFXODU�V\PSWRPV��QXPEQHVV�DQG�
WLQJOLQJ��LQ�WKH�DUP�DQG�RU�GLJLWV�QXPEHU�IRXU�DQG�¿YH�RI�WKH�KDQG��

7KRUDFLF�RXWOHW�V\QGURPH�KDV�PXOWLSOH�FDXVHV�LQFOXGLQJ��

�� DOWHUHG�UHVSLUDWRU\�SDWWHUQV�IDYRULQJ�WKH�DFFHVVRU\�PXVFOHV�RI�UHVSLUDWLRQ��HVSHFLDOO\�WKH�VFDOHQHV��
VWHUQRFOHLGRPDVWRLG��DQG�SHFWRUDOLV�PLQRU�

�� SRVWXUDO�DOWHUDWLRQV�LQFOXGLQJ�-DQGD¶V�8SSHU�&URVVHG�6\QGURPH�DQG�WKH�VFDSXODU�GRZQZDUG�URWDWLRQ�
V\QGURPH�

�� VOHHSLQJ�SRVWXUHV�ZKHUH�WKH�DUP�LV�DEGXFWHG�DQG�SODFHG�XQGHU�WKH�KHDG�

�� UHSHWLWLYH�VWUHVV�LQMXULHV�VXFK�DV�ZRUNLQJ�RQ�D�FRPSXWHU��

�� H[HUFLVHV�WKDW�VWUHVV�D�FKURQLF�IRUZDUG�SRVLWLRQ�RI�WKH�WUXQN�DQG�VKRXOGHUV�VXFK�DV�EHQFK�SUHVVHV��
GLSV��DQG�ELNH�ULGLQJ�

1)(-%0�%2(�0%8)6%0�)4-'32(=0-8-7
0HGLDO�DQG�ODWHUDO�HSLFRQG\OLWLV��PRUH�FRPPRQO\�UHIHUUHG�WR�DV�µJROIHU¶V�HOERZ¶�RU�µWKURZLQJ�HOERZ¶�
DQG�µWHQQLV�HOERZ¶�UHVSHFWLYHO\��DUH�RYHUXVH�LQMXULHV�IURP�D�YDULHW\�RI�FDXVHV�LQFOXGLQJ�JROI��WHQQLV��DQG�
WKURZLQJ��7KH\�DUH�DOVR�FRPPRQ�FXPXODWLYH�LPSDFW�LQMXULHV�LQ�LQGLYLGXDOV�ZKR�ZRUN�DW�D�FRPSXWHU��
RQ�D�SKRQH�GHYLFH��RU�LQ�DFWLYLWLHV�VXFK�DV�NQLWWLQJ��$Q�XQGHUO\LQJ�FDXVH�RI�ODWHUDO�HSLFRQG\OLWLV�LV�D�
FHUYLFDO�UDGLFXORSDWK\�IURP�WKH�&��QHUYH�URRW��7KH�&��QHUYH�LQQHUYDWHV�WKH�PXVFOHV�RI�WKH�WULFHSV�DQG�
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H[WHQVRU�PXVFOHV�RI�WKH�DUP�DQG�LUULWDWLRQ�RI�WKLV�QHUYH�IURP�D�VSDFH�RFFXS\LQJ�OHVLRQ�LQ�WKH�QHFN��GLVF�
EXOJH�RU�RVWHRSK\WH��FDQ�PLPLF�ODWHUDO�HSLFRQG\OLWLV��

'32'097-32
:KLOH� HDFK� RI� WKHVH� FRQGLWLRQV� GLVFXVVHG� DERYH� DUH� VHSDUDWH� HQWLWLHV� ZLWK� PXOWLSOH� DQG� YDU\LQJ�
HWLRORJLHV�� WKHUH� LV� RQH� FRPPRQ� WKUHDG� DPRQJ� WKHP��(DFK� JHQHUDOO\� VWHPV� IURP� YDULDWLRQV� RI� WKH�
IROORZLQJ�LVVXHV��

�� SRRU�FHQWUDWLRQ�RI�WKH�JOHQRKXPHUDO�MRLQW�

�� SRRU�PRWRU�FRQWURO�RI�WKH�VKRXOGHU�FRPSOH[��HVSHFLDOO\�WKH�VFDSXORWKRUDFLF�DUWLFXODWLRQ�

�� SRRU�HFFHQWULF�FRQWURO�RI�WKH�XSSHU�H[WUHPLW\��

:KLOH�WKLV�PD\�VHHP�OLNH�DQ�RYHUVLPSOL¿FDWLRQ�RI�WKH�XSSHU�H[WUHPLW\�LQMXU\�SURFHVV��LW�LGHQWL¿HV�WKH�NH\�
IDFWRUV�LQ�WKH�GHYHORSPHQW�RI�PRVW�PRYHPHQW�G\VIXQFWLRQV�RI�WKH�XSSHU�H[WUHPLW\��7KHVH�IDFWRUV�ZLOO�
IRUP�WKH�EDVLV�RI�WKH�FRUUHFWLYH�H[HUFLVH�DSSURDFK�WKDW�ZLOO�EH�SUHVHQWHG�LQ�WKH�QH[W�VHFWLRQ�RI�WKH�ERRN��

*LYHQ�WKH�DIRUHPHQWLRQHG�G\VIXQFWLRQ��LPSURYLQJ�IXQFWLRQ�RI�WKH�VKRXOGHU�FRPSOH[�OLHV�LQ�UHWUDLQLQJ�
WKH�PRWRU�V\VWHP�LQ�WKUHH�NH\�DUHDV��7KHVH�LQFOXGH�

��� LPSURYLQJ�VWDELOL]DWLRQ�RI�WKH�FHUYLFDO�VSLQH�DQG�WKRUD[�

��� LPSURYLQJ�VWDELOL]DWLRQ�DQG�XSZDUG�URWDWLRQ�RI�WKH�VFDSXOD�

��� LPSURYLQJ�HFFHQWULF�FRQWURO�DV�WKH�DUP�LV�ORZHUHG��

():)034-2+�%�;-22-2+�786%8)+=
6HYHUDO� NH\� FRQFHSWV� UHJDUGLQJ� VKRXOGHU� IXQFWLRQ� DQG� G\VIXQFWLRQ�ZHUH� UHYHDOHG� GXULQJ� WKH� 6FDSXODU�
6XPPLW��.LEOHU�HW�DO�������DQG��LQ�FRPELQDWLRQ�ZLWK�WKH�LQIRUPDWLRQ�SUHVHQWHG�WKURXJKRXW�WKLV�VHFWLRQ��
FRQWULEXWH�WR�WKH�FRUUHFWLYH�H[HUFLVH�VWUDWHJ\�WKDW�ZLOO�EH�SUHVHQWHG�LQ�ODWHU�FKDSWHUV��7KHVH�FRQFHSWV�DUH�
VXPPDUL]HG�EHORZ��

��� 7KHUH�PXVW�EH�XSZDUG�URWDWLRQ�DQG�SRVWHULRU�WLOWLQJ�RI�WKH�VFDSXOD��WRJHWKHU�ZLWK�SRVWHULRU�URWDWLRQ�RI�
WKH�FODYLFOH�DQG�DFURPLRFODYLFXODU�MRLQWV��IRU�D�FOLHQW�WR�SURGXFH�QRUPDO�RYHUKHDG�PRWLRQ��,PSURYLQJ�
WKHVH�IXQFWLRQV�LV�WKH�JRDO�RI�VHYHUDO�RI�WKH�HDUO\�FRUUHFWLYH�H[HUFLVH�VWUDWHJLHV�WKDW�ZLOO�IROORZ�

��� 6FDSXODU�NLQHPDWLFV�LV�DIIHFWHG�E\�IDWLJXH�RI�WKH�VKRXOGHU�PXVFOHV�DQG�PD\�SHUVLVW�HYHQ�DIWHU�WKH�
WDVN��,PSURYLQJ�WROHUDQFH�RI�WKH�VFDSXODU�VWDELOL]HUV�LV�D�SULPDU\�VWUDWHJ\�HDUO\�LQ�WKH�FRUUHFWLYH�
H[HUFLVH�VWUDWHJ\�

��� '\VNLQHVLV��DOWHUDWLRQV�LQ�RYHUDOO�VFDSXODU�PRYHPHQW�SDWWHUQV��DQG�G\VUK\WKPLD��DOWHUHG�PRWLRQ�
GXULQJ�PRYHPHQW�VXFK�DV�SRRU�HFFHQWULF�FRQWURO�DQG�µVWXWWHULQJ¶�GXULQJ�ORZHULQJ�RI�WKH�DUP�RU�
SRRU� FRRUGLQDWLRQ� EHWZHHQ� WKH� KXPHUXV� DQG� VFDSXOD�� RI� WKH� VFDSXOD� FDQ� EH� SLFNHG� XS� GXULQJ�
REVHUYDWLRQ�RI�RYHUKHDG�PRWLRQ��7KLV�LV�D�NH\�FRPSRQHQW�LQ�WKH�DVVHVVPHQW�SURFHVV�DQG�FDQ�SLFN�
XS�PRYHPHQW�DQG�VWDELOL]DWLRQ�G\VIXQFWLRQ��HYHQ�EHIRUH�WKH�FOLHQW�SHUFHLYHV�RU�UHSRUWV�D�SUREOHP��
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��� 7KH�WUDLQHU�RU�WKHUDSLVW�FDQ�SODFH�WKH�VFDSXOD�LQ�WKH�FRUUHFW�SRVLWLRQ�DQG�RU�DLG�XSZDUG�URWDWLRQ�
DQG�SRVWHULRU�WLOWLQJ�RI�WKH�VFDSXOD��DQG�GHWHUPLQH�LI�WKLV�LPSURYHV�WKH�FOLHQW¶V�HDVH�RI�PRWLRQ�DQG�
RU�GLPLQLVKHV�WKHLU�SDLQ��7KLV�WHVW�ZDV�¿UVW�SURSRVHG�E\�6DKUPDQQ��������DQG�KDV�VKRZQ�FOLQLFDO�
UHOLDELOLW\�LQ�GHWHUPLQLQJ�VFDSXODU�UHODWLRQVKLSV�WR�VKRXOGHU�G\VIXQFWLRQ��6LQFH�PRVW�G\VIXQFWLRQDO�
VKRXOGHUV�KDYH�D�VFDSXODU�FRPSRQHQW��LPSURYLQJ�VFDSXODU�PHFKDQLFV�ZLOO�EH�DQ�LPSRUWDQW�¿UVW�
VWHS�SURFHVV�RI�WKH�FRUUHFWLYH�H[HUFLVH�VWUDWHJ\��

��� 0DQXDO�PXVFOH�WHVWV�DUH�D�YDOXDEOH�SDUW�RI�WKH�DVVHVVPHQW�SURFHVV�DQG�ZLOO�EH�EULHÀ\�LQWURGXFHG�
LQ�WKH�DVVHVVPHQW�VHFWLRQ��

��� 7LJKWQHVV� LQ� WKH� SRVWHULRU� VKRXOGHU� UHJLRQ� LV� UHODWHG� WR� VFDSXODU� G\VNLQHVLV�� LPSLQJHPHQW�
V\QGURPHV��DQG�ODEUDO�WHDUV�VR�D�VWUDWHJ\�WR�LPSURYH�JOHQRKXPHUDO�UDQJH�RI�PRWLRQ�DQG�SRVWHULRU�
JOLGH�RI�WKH�KXPHUDO�KHDG�LV�SURYLGHG�LQ�WKH�FRUUHFWLYH�H[HUFLVH�VHFWLRQ��������

��� ,PSURYLQJ� PXVFOH� DFWLYDWLRQ� WLPLQJ�� MRLQW� SRVLWLRQ�� DQG� FR�DFWLYDWLRQ� RI� VKRXOGHU� PXVFOHV� LV�
LPSRUWDQW�ZKHQ�SURYLGLQJ�FRUUHFWLYH�H[HUFLVHV��7KHVH�FRPSRQHQWV�DUH�LQFOXGHG�LQ�WKH�FRUUHFWLYH�
H[HUFLVH� VWUDWHJ\� WR� LPSURYH� MRLQW� FHQWUDWLRQ��PXVFOH� FR�DFWLYDWLRQ�� DQG� WLPLQJ� RI� WKH� RSWLPDO�
VKRXOGHU�PHFKDQLFV��

��� 6LGH�O\LQJ�SRVLWLRQV�WHQG�WR�IDYRU�DFWLYDWLRQ�RI�WKH�ORZHU�VFDSXODU�VWDELOL]HUV�RYHU�WKH�HOHYDWRUV�DQG�
WKLV�FRQFHSW�LV�LQFOXGHG�LQ�WKH�HDUO\�FRUUHFWLYH�H[HUFLVH�VWUDWHJLHV��

��� )ROORZLQJ�LQMXU\�RU�VXUJHU\��DFWLYLW\�RI�WKH�VFDSXODU�HOHYDWRUV�LV�LQFUHDVHG��7KLV�KDV�EHHQ�DQHFGRWDOO\�
WR�EH�WKH�FDVH�ERWK�SRVW�VXUJLFDOO\�DQG�LQ�WKRVH�FOLHQWV�ZLWK�FKURQLF�VKRXOGHU�G\VIXQFWLRQ��7KH�
SULPDU\�JRDO�RI�WKH�FRUUHFWLYH�VWUDWHJ\�LV�WR�LPSURYH�WKH�VFDSXODU�VWDELOL]HUV�WKDW�ERWK�GHSUHVV�DQG�
SRVWHULRUO\�URWDWH�WKH�VFDSXOD��VHUUDWXV�DQWHULRU�DQG�ORZHU�WUDSH]LXV��ZKLOH�OLPLWLQJ�WKH�DFWLYLW\�RI�
WKH�VFDSXODU�HOHYDWRUV��OHYDWRU�VFDSXOD�DQG�UKRPERLGV���

����$Q� LQWHJUDWHG� DSSURDFK� LQYROYLQJ� DQ� DFFXUDWH� DVVHVVPHQW�� LQWHUYHQWLRQV� LQFOXGLQJ� LPSURYLQJ�
VRIW�WLVVXH�H[WHQVLELOLW\��PXVFOH�DFWLYDWLRQ�SDWWHUQV��DQG�FRUUHFWLYH�H[HUFLVH�SDWWHUQV�LV�XVHIXO�LQ�
FRUUHFWLQJ�VFDSXODU�G\VNLQHVLV�DQG�UHVWRULQJ�RSWLPDO�VKRXOGHU�PHFKDQLFV��
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FKDSWHU�
8LI�,MT�'SQTPI\
',%48)6�3&.)'8-:)7
8S�MHIRXMJ]�ERH�YRHIVWXERH�XLI�JYRGXMSREP�GSQTSRIRXW�SJ�XLI�LMT�GSQTPI\

8S�MHIRXMJ]�XLI�OI]�VIKMSRW�SJ�H]WJYRGXMSR�[MXLMR�XLI�LMT�GSQTPI\

8S�YRHIVWXERH�XLI�MHIEP�QIGLERMGW�SJ�XLI�LMT�GSQTPI\

:KLOH� VWUXFWXUDOO\� RQH� RI� WKH� VLPSOHVW� MRLQWV� LQ� WKH� KXPDQ� ERG\�� IXQFWLRQDOO\� WKH� KLS� FRPSOH[� LV�
DQ\WKLQJ�EXW�VLPSOH��,URQLFDOO\��WKH�PDJQLWXGH�DQG�FRPSOH[LW\�RI�WKH�KLS�MRLQW�DQG�LWV�UHODWLRQ�WR�ORZ�
EDFN�DQG�NQHH�G\VIXQFWLRQ�RIWHQ�JR�XQQRWLFHG�LQ�UHKDELOLWDWLRQ�DQG�WUDLQLQJ�HQYLURQPHQWV��/LNHZLVH��
WKH� VLJQL¿FDQFH� RI� DFKLHYLQJ� LGHDO� KLS�PHFKDQLFV� LQ� JHQHUDWLQJ� SRZHU� IRU� DWKOHWLF� SHUIRUPDQFH� LV�
FRPPRQO\�QHJOHFWHG�LQ�OLHX�RI�IRUFH�SURGXFWLRQ��RIWHQ�WR�WKH�GHWULPHQW�RI�WKH�DWKOHWH�QHHGLQJ�WR�ERWK�
JHQHUDWH�DQG�GHFHOHUDWH�PD[LPXP�IRUFH��7KLV�VHFWLRQ�ZLOO�LQWURGXFH�EDVLF�DQDWRP\��ELRPHFKDQLFV��DQG�
NLQHPDWLFV�RI�WKH�KLS��ZKLOH�LQWURGXFLQJ�LWV�UHODWLRQ�WR�WKH�SHOYLV�DQG�ORZHU�H[WUHPLW\��

7869'896)�3*�8,)�091&34)0:-'�,-4�'3140)<
-XVW�DV�D�GLVFXVVLRQ�RI�WKH�VKRXOGHU�LV�QRW�FRPSOHWH�ZLWKRXW�LQFOXVLRQ�RI�WKH�WKRUDFLF�VSLQH��D�GLVFXVVLRQ�
RI�WKH�KLS�LV�QRW�FRPSOHWH�ZLWKRXW�WKH�LQFOXVLRQ�RI�WKH�OXPEDU�VSLQH�DQG�SHOYLV��$QDORJRXV�WR�WKH�VKRXOGHU�
FRPSOH[��WKH�OXPERSHOYLF�KLS��/3+��FRPSOH[�FRQVLVWV�RI�VHYHUDO�MRLQW�FRPSOH[HV�WKDW�FRQWULEXWH�WR�
ERWK�WKH�VWDELOLW\�DQG�PRELOLW\�RI�WKH�ORZHU�H[WUHPLW\��7KHVH�LQFOXGH�WKH�OXPERVDFUDO��/6���VDFURLOLDF�
�6,-���DQG�IHPRURDFHWDEXODU��)$��UHJLRQV�

8,)�091&37%'6%0�%2(�7%'63-0-%'�.3-287
7KH�SHOYLV��FRPSULVLQJ�WZR�LQQRPLQDWHV�MRLQLQJ�ZLWK�WKH�VDFUXP��IRUPV�D�VWDEOH�IRXQGDWLRQ�IRU�WKH�
WUXQN�DV�ZHOO�DV�D�UHOD\�VWDWLRQ�EHWZHHQ�WKH�XSSHU�DQG�ORZHU�H[WUHPLWLHV��(DFK�LQQRPLQDWH�LV�IRUPHG�
E\�WKH�XQLRQ�RI�WKUHH�ERQHV��WKH�SXELV��LOLXP��DQG�LVFKLXP��(DFK�RI�WKH�WKUHH�ERQHV�FRQWULEXWHV�WR�WKH�
IRUPDWLRQ�RI�WKH�DFHWDEXODU�IRVVD�DQG�WKH\�DUH�MRLQHG�SRVWHULRUO\�ZLWK�WKH�VDFUXP�DQG�DQWHULRUO\�DW�WKH�
SXELF�V\PSK\VLV��7KH�ZHGJH�VKDSHG�VDFUXP�LV�IRUPHG�E\�WKH�XQLRQ�RI�WKH�¿YH�RU�VL[�IXVHG�VHJPHQWV�
DQG�DUWLFXODWHV�ZLWK�HDFK�LOLXP�WR�IRUP�D�VROLG�MRLQW�DUWLFXODWLRQ��:KLOH�VWDEOH�HQRXJK�WR�ZLWKVWDQG�WKUHH�
WR�WHQ�WLPHV�ERG\�ZHLJKW�WKDW�RFFXUV�GXULQJ�WKH�VLQJOH�OHJ�VWDQFH�LQ�UXQQLQJ��LWV�IHZ�GHJUHHV�RI�URWDWLRQ�
DUH�FULWLFDO�WR�WKH�IXQFWLRQ�RI�ERWK�WKH�VSLQH�DQG�ORZHU�H[WUHPLW\��:KLOH�PDQ\�KDYH�DUJXHG�DV�WR�ZKHWKHU�
RU�QRW�WKHUH�LV�PRWLRQ�DW�WKH�6,-��WKH�SUHVHQFH�RI�DUWLFXODU�FDUWLODJH�RQ�ERWK�WKH�DUWLFXODU�VXUIDFHV�RI�
WKH� VDFUXP�DQG� LOLXP�� V\QRYLDO�ÀXLG�� DQG�D� MRLQW� FDSVXOH�GHPRQVWUDWHV� WKDW�PRWLRQ� LV�ERWK�SUHVHQW�
DQG��PRUH� LPSRUWDQWO\��QHHGHG� IRU�SURSHU�ELRPHFKDQLFV� WR�RFFXU�� HIIHFWLYHO\�SXWWLQJ� WKLV� DUJXPHQW�
WR�UHVW��$Q\RQH�H[SHULHQFLQJ�D�ODFN�RI�6,-�PRWLRQ�VHFRQGDU\�WR�DUWLFXODU�¿[DWLRQ��VXEOX[DWLRQ���MRLQW�
DUWKURVLV��DQG�RU�FDSVXODU�UHVWULFWLRQ�FDQ�DWWHVW�WR�WKH�ELRPHFKDQLFDO�UDPL¿FDWLRQV�WKH\�ZLOO�QRWH�LQ�WKHLU�
OXPERVDFUDO�UHJLRQ��KLSV�DQG�RU�NQHHV���
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7KH�OXPERSHOYLF�KLS�FRPSOH[��D��WUDQVYHUVH�YLHZ��E��DQWHULRU�YLHZ��

'RUVDO�VDFURLOLDF�
OLJDPHQW

,QWHURVVHRXV�VDFURLOLDF�
OLJDPHQW

6DFURWXEHURXV�
OLJDPHQW

*UHDWHU�VFLDWLF�
IRUDPHQ

6DFURVSLQRXV�
OLJDPHQW

/HVVHU�VFLDWLF�
IRUDPHQ

/XPERVDFUDO�MRLQW

6DFUDO�SURPRQWRU\

6DFURLOLDF�MRLQW

6DFURFRFF\JHDO�MRLQW

&RFF\[

6DFUXP

6DFURLOLDF�MRLQW

,OLXP

$FHWDEXOXP

6DFURWXEHURXV�OLJDPHQW

,QWHUSXELF�ÀEURFDUWLODJH

,OLROXPEDU�OLJDPHQW

$QWHULRU�VDFURLOLDF�
OLJDPHQW

6DFURWXEHURXV�
OLJDPHQW

6DFURVSLQRXV�
OLJDPHQW

$QWHULRU�
VDFURFRFF\JHDO�

OLJDPHQW

D�

E�
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7KH�/��YHUWHEUDH�DUWLFXODWLQJ�ZLWK�WKH�VDFUXP�IRUPV�WKH�OXPERVDFUDO�DUWLFXODWLRQ��'XH�WR�LWV�LQWLPDWH�
UHODWLRQVKLS��PRYHPHQW�RI�WKH�OXPEDU�VSLQH�FDXVHV�PRYHPHQW�RI�WKH�VDFUXP��DQG�OLNHZLVH�PRYHPHQW�
RI�WKH�VDFUXP�FDXVHV�REOLJDWRU\�PRYHPHQW�RI�WKH�OXPEDU�VSLQH�DQG�LV�UHIHUUHG�WR�DV�WKH�µOXPERSHOYLF�
UK\WKP¶��7KH�DQJOH�IRUPHG�EHWZHHQ�WKHVH�VWUXFWXUHV�LV�NQRZQ�DV�WKH�µVDFUDO�EDVH�DQJOH¶�DQG�GHWHUPLQHV�
WKH�GHJUHH�RI� OXPEDU� ORUGRVLV� WKDW� LV�SUHVHQW��:KLOH����GHJUHHV� LV� FRQVLGHUHG� WR�EH�D�QRUPDO� VDFUDO�
EDVH�DQJOH��PRWRU�FRQWURO�RI�WKLV�DUWLFXODWLRQ�LV�D�PXFK�JUHDWHU�LVVXH�DQG�ZLOO�EH�GLVFXVVHG�IXUWKHU�LQ�
WKH�PXVFOH� VHFWLRQ�EHORZ��$�GHFUHDVHG�DQJOH�� RFFXUULQJ�GXULQJ�SURORQJHG� VLWWLQJ�� LV� RIWHQ� D� OHDGLQJ�
FRQWULEXWRU� WR�GHVWDELOL]DWLRQ�RI� WKH� OXPEDU�VSLQH� WKDW� WKHQ�UHFLSURFDOO\�FRQWULEXWHV� WR�FRPSHQVDWRU\�
IHPRURDFHWDEXODU�PRWLRQ��

7%'6%0�298%8-32�%2(�'3928)6298%8-32
1XWDWLRQ� LV� WKH� DQWHULRU� LQIHULRU�PRWLRQ� RI� WKH� VDFUDO� EDVH��ZKLOH� FRXQWHUQXWDWLRQ� LV� WKH� SRVWHULRU�
VXSHULRU�PRWLRQ�RI�WKH�VDFUDO�EDVH��1XWDWLRQ�LV�QHFHVVDU\�IRU�WKH�ORFNLQJ�RI�WKH�6,-�GXULQJ�XQLODWHUDO�
VWDQFH��7KH�LQDELOLW\�WR�QXWDWH�WKH�VDFUXP�LV�D�OHDGLQJ�FDXVH�RI�XQLODWHUDO�VWDQFH�LQVWDELOLW\�DQG�RQH�
FDXVH�RI�WKH�FODVVLF�7UHQGHOHQEXUJ¶V�JDLW��&RXQWHUQXWDWLRQ��RQ�WKH�RWKHU�KDQG��LV�UHTXLUHG�WR�XQORFN�
WKH�6,-�WR�DOORZ�DQWHULRU�URWDWLRQ�RI�WKH�LQQRPLQDWH�DQG�H[WHQVLRQ�RI�WKH�KLS��,QDELOLW\�WR�XQORFN�RU�
FRXQWHUQXWDWH�WKH�VDFUXP�OHDGV�WR�FRPSHQVDWRU\�LQFUHDVHV�LQ�OXPERSHOYLF�ÀH[LRQ��ZKLFK�OHDGV�WR�DQG�
SHUSHWXDWHV�OXPEDU�LQVWDELOLW\��

0-+%1)287�3*�8,)�7%'63-0-%'�%2(�091&37%'6%0�.3-287
$� FRPSOH[� QHWZRUN� RI� OLJDPHQWV� LV� UHTXLUHG� WR� VWDELOL]H� WKH� VDFURLOLDF� DQG� OXPERVDFUDO� MRLQWV���
0RVW� QRWDEO\� WKHVH� DUH� WKH� DQWHULRU� DQG� SRVWHULRU� ORQJLWXGLQDO�� DQWHULRU� DQG� SRVWHULRU� VDFURLOLDF���
LQWHURVVHRXV�� VXSUDVSLQRXV�� VDFURVSLQRXV�� VDFURWXEHURXV�� DQG� LOLROXPEDU� OLJDPHQWV�� 2I� SDUWLFXODU��
LQWHUHVW�� HDFK� RI� WKHVH� OLJDPHQWV� KDV� VSHFLDO� IDVFLDO� DWWDFKPHQWV� WR� WKH�PXVFOH� FKDLQV� WR� LPSURYH��
VWDELOL]DWLRQ� RI� WKH� SHOYLV�� VSLQH�� DQG� 6,-� LQ� DGGLWLRQ� WR� WKH� XSSHU� DQG� ORZHU� H[WUHPLWLHV�� 7KHVH��
IXQFWLRQDO�DWWDFKPHQWV�ZLOO�EH�GLVFXVVHG�IXUWKHU�RYHUOHDI��

3RVWHULRU�SHOYLF�URWDWLRQ�DQG�VDFUDO�QXWDWLRQ��

,OLXP��
PRYHPHQW

6DFUXP��
PRYHPHQW

6DFUXP��
PRYHPHQW

,OLXP��
PRYHPHQW

$QWHULRU�SHOYLF�URWDWLRQ�DQG�VDFUDO�FRXQWHUQXWDWLRQ�
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8,)�*)1363%')8%&90%6�.3-28
7KH�IHPRURDFHWDEXODU��)$��MRLQW��PRUH�FRPPRQO\�UHIHUUHG�WR�DV�WKH�µKLS�MRLQW¶��LV�D�FODVVLF�H[DPSOH�RI�
D�EDOO�DQG�VRFNHW�DUWLFXODWLRQ��,W�LV�PDGH�XS�RI�WKH�KHDG�RI�WKH�IHPXU�DQG�WKH�DFHWDEXOXP�RI�WKH�SHOYLV��
6LPLODU� WR� WKH�JOHQRKXPHUDO� DUWLFXODWLRQ�RI� WKH� VKRXOGHU�� WKH�)$� MRLQW� LV�PXOWLD[LDO�� UHIHUULQJ� WR� LWV�
PXOWLSODQDU�PRWLRQ��7KHVH�PRYHPHQWV�LQFOXGH�ÀH[LRQ�DQG�H[WHQVLRQ�LQ�WKH�VDJLWWDO�SODQH��DEGXFWLRQ�DQG�
DGGXFWLRQ�LQ�WKH�IURQWDO�SODQH��DQG�LQWHUQDO�DQG�H[WHUQDO�URWDWLRQ�LQ�WKH�WUDQVYHUVH�SODQH��$GGLWLRQDOO\��LW�
KDV�REOLTXH�PRWLRQ�WKDW�LV�D�FRPELQDWLRQ�RI�WZR�RU�WKUHH�RI�WKH�DERYH�SODQHV��:KLOH�VWUXFWXUDOO\�VLPLODU�
WR�WKH�VKRXOGHU�MRLQW�� LW�VDFUL¿FHV�PRELOLW\�IRU�WKH�EHQH¿W�RI�VWDELOLW\��6WDELOLW\�RI�WKH�KLS�LV�GHULYHG�
IURP�VHYHUDO�VRXUFHV��PRVW�QRWDEO\�WKH�GHSWK�RI�WKH�DFHWDEXOXP�DQG�WKH�SUHVHQFH�RI�WKH�OXQDWH�VKDSHG�
DFHWDEXODU�ODEUXP��D�¿EURFDUWLODJHQRXV�VWUXFWXUH�WKDW�VXUURXQGV�DQG�GHHSHQV�WKH�IRVVD��%HFDXVH�WKH�
ODEUXP�LV�QRW�D�FRPSOHWH�ULQJ��WKH�WUDQVYHUVH�DFHWDEXODU�OLJDPHQW�VXSSRUWV�WKH�LQIHULRU�VXUIDFH�RI�WKH�
DFHWDEXOXP��,Q�DGGLWLRQ�WR�LWV�UROH�LQ�GHHSHQLQJ�WKH�DFHWDEXODU�IRVVD��WKH�ODEUXP�LV�LPSRUWDQW�LQ�VKRFN�
DEVRUSWLRQ��MRLQW�OXEULFDWLRQ��DQG�IRUFH�GLVWULEXWLRQ��UHVLVWLQJ�ERWK�YHUWLFDO�DQG�ODWHUDO�PRWLRQ�RI�WKH�
IHPRUDO�KHDG�LQ�WKH�DFHWDEXOXP��*URK�DQG�+HUUHUD�������

7KH�KLS�MRLQW��D��ULJKW�OHJ��DQWHULRU�YLHZ��E��ULJKW�OHJ��SRVWHULRU�YLHZ��F��ULJKW�OHJ��ODWHUDO�YLHZ��

*UHDWHU��
WURFKDQWHU

,OLRIHPRUDO��
OLJDPHQW

,VFKLRIHPRUDO��
OLJDPHQW

,QWHUWURFKDQWHULF��
FUHVW

/HVVHU�WURFKDQWHU

,VFKLDO��
VSLQH

$QWHULRU�LQIHULRU�
LOLDF�VSLQH

,OLRSHFWLQHDO�
EXUVD

/HVVHU�WURFKDQWHU

$QWHULRU�VXSHULRU�
LOLDF�VSLQH

,OLRIHPRUDO�
OLJDPHQW

3XERIHPRUDO�
OLJDPHQW

*UHDWHU�
WURFKDQWHU

$UWLFXODU�FDUWLODJH

+HDG�RI�IHPXU

,QWHUWURFKDQWHULF�OLQH

/LJDPHQW�RI�KHDG�
RI�IHPXU

$QWHULRU�VXSHULRU�
LOLDF�VSLQH

$QWHULRU�LQIHULRU�
LOLDF�VSLQH

/XQDWH��DUWLFXODU��
VXUIDFH�RI�DFHWDEXOXP

$FHWDEXODU�ODEUXP�

7UDQVYHUVH�
DFHWDEXODU�OLJDPHQW

,VFKLDO�WXEHURVLW\

,VFKLDO��
WXEHURVLW\

D� E�

F�
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7KH�KLS�MRLQW�FDSVXOH�VXUURXQGV�WKH�DUWLFXODU�VXUIDFHV�DQG�VSDQV�IURP�WKH�VXUURXQGLQJ�UHJLRQV�RI�WKH�
DFHWDEXODU�IRVVD�WR�WKH�QHFN�RI�WKH�IHPXU��SDVVLYHO\�VWDELOL]LQJ�WKH�KLS�MRLQW��7KH�MRLQW�FDSVXOH�EOHQGV�
ZLWK�VHYHUDO�VWURQJ�OLJDPHQWV�WKDW�DLG�KLS�VXSSRUW��7KHVH�LQFOXGH�WKH�LOLRIHPRUDO��SXERIHPRUDO��DQG�
LVFKLRIHPRUDO�OLJDPHQWV�DQG�WKH�OLJDPHQWXP�WHUHV��ZKLFK�DUH�GHVFULEHG�EHORZ��

�� ,OLRIHPRUDO�OLJDPHQW��7KH�LOLRIHPRUDO�OLJDPHQW��DOVR�NQRZQ�DV�WKH�<�OLJDPHQW�� OLHV�LQ�DQ�LQYHUWHG�
<�SRVLWLRQ��DWWDFKLQJ�IURP�WKH�DQWHULRU�LQIHULRU�LOLDF�VSLQH�DQG�WKHQ�GLYLGLQJ�WR�DWWDFK�GLVWDOO\�WR�WKH�
VXSHULRU�DQG�LQIHULRU�DVSHFWV�RI�WKH�LQWHUWURFKDQWHULF�OLQH��LQ�EHWZHHQ�WKH�JUHDWHU�DQG�OHVVHU�WURFKDQWHUV�
RI�WKH�IHPXU���,W�LV�WKH�DQWHURVXSHULRU�WKLFNHQLQJ�RI�WKH�MRLQW�FDSVXOH�DQG�LV�RQH�RI�WKH�VWURQJHVW�OLJDPHQWV�
LQ�WKH�ERG\��,W�OLPLWV�KLS�H[WHQVLRQ�DQG�SRVWHULRU�URWDWLRQ�RI�WKH�LOLXP�RQ�WKH�IHPXU��SRVWHULRU�WLOW���

�� 3XERIHPRUDO�OLJDPHQW��7KH�SXERIHPRUDO�OLJDPHQW�H[WHQGV�IURP�WKH�VXSHULRU�SXELF�UDPXV�RI�WKH�
SXELF�ERQH�WR�DWWDFK�ODWHUDOO\�RQ�WKH�DQWHULRU�DVSHFW�RI�WKH�LQWHUWURFKDQWHULF�OLQH��,W�LV�DQ�DQWHURLQIHULRU�
WKLFNHQLQJ�RI�WKH�KLS�FDSVXOH�DQG�OLPLWV�KLS�DEGXFWLRQ�DQG�ODWHUDO�WLOWLQJ�RI�WKH�SHOYLV�RQ�WKH�IHPXU�

�� ,VFKLRIHPRUDO�OLJDPHQW��7KH�LVFKLRIHPRUDO�OLJDPHQW�RULJLQDWHV�IURP�WKH�LVFKLXP�MXVW�SRVWHULRU�WR�WKH�
DFHWDEXOXP�WKHQ�ZUDSV�RYHU�WKH�IHPRUDO�QHFN�WR�DWWDFK�WR�WKH�WURFKDQWHULF�IRVVD��7KLV�OLJDPHQW�DVVLVWV�
LQ�FRQWUROOLQJ�LQWHUQDO�URWDWLRQ�DQG�H[WHQVLRQ�RI�WKH�KLS�DV�ZHOO�DV�LSVLODWHUDO�LOLXP�URWDWLRQ�RQ�WKH�IHPXU��

�� /LJDPHQWXP�WHUHV��7KH� OLJDPHQWXP� WHUHV� LV� ORFDWHG�ZLWKLQ� WKH� MRLQW�DQG� UXQV� IURP� WKH� LQWHUQDO�
VXUIDFH�RI� WKH�DFHWDEXOXP�WR�DWWDFK� WR� WKH�IRYHD�FDSLWLV�RI� WKH�IHPRUDO�KHDG��:KLOH� LW�PD\�DVVLVW�
VWDELOLW\�RI�WKH�IHPRUDO�KHDG�ZLWKLQ�WKH�DFHWDEXOXP��LW�IXQFWLRQV�WR�WUDQVPLW�EORRG�DQG�QHUYH�VXSSO\�
WR�WKH�KHDG�RI�WKH�IHPXU��

*)136%0�%2+0)�3*�-2'0-2%8-32�%2(�8367-32�%2+0)
7KH�SUR[LPDO�DVSHFW�RI�WKH�IHPXU�FRPSULVHV�WKH�VKDIW��WKH�KHDG��DQG�WKH�QHFN��7ZR�GLVWLQFW�DQJOHV�DUH�
IRUPHG�EHWZHHQ�WKH�IHPRUDO�QHFN�DQG�WKH�VKDIW��7KH�¿UVW��NQRZQ�DV�WKH�µIHPRUDO�QHFN�DQJOH¶��UHSUHVHQWV�
WKH�DQJOH�EHWZHHQ�WKH�QHFN�DQG�VKDIW�LQ�WKH�IURQWDO�SODQH��7KH�QRUPDO�IHPRUDO�DQJOH�LV�DSSUR[LPDWHO\�
����GHJUHHV��DQ�LQFUHDVH�LQ�WKH�DQJXODWLRQ�LV�UHIHUUHG�WR�DV�µFR[D�YDOJD¶��ZKLOH�D�GHFUHDVH�LV�UHIHUUHG�
WR�DV�µFR[D�YDUD¶��:KLOH�FR[D�YDOJD�DQG�YDUD�FDQ�EH�DFTXLUHG��WKH\�DUH�PRUH�FRPPRQO\�FRQJHQLWDO�
YDULDQWV�LQ�WKH�IHPRUDO�DQJOH�DQG�FDQ�DOWHU�WKH�VWDELOLW\�DQG�OLPLW�WKH�PRELOLW\�RI�WKH�)$�DUWLFXODWLRQ��
&R[D�YDOJD�FDQ� UHVXOW� LQ�DQ� LQFUHDVH� LQ� WKH�4�DQJOH� �TXDGULFHSV�DQJOH���7KLV�DQJOH� LV� IRUPHG�E\�D�
ELVHFWHG�OLQH�GUDZQ�IURP�WKH�DQWHULRU�VXSHULRU�LOLDF�VSLQH��WKURXJK�WKH�PLG�SDWHOOD��DQG�IURP�WKH�PLG�
SDWHOOD�WKURXJK�WKH�WLELDO�WXEHUFOH��$Q�LQFUHDVH�LQ�WKH�4�DQJOH�LV�RIWHQ�UHODWHG�WR�SDWHOODU�WUDFNLQJ�LVVXHV�
DQG� LQFUHDVHG�PHGLDO� NQHH� LQVWDELOLW\��)HPDOHV�JHQHUDOO\�KDYH� D� ODUJHU�4�DQJOH�GXH� WR� D� UHODWLYHO\�
ZLGHU�SHOYLV�DQG�LQFUHDVHG�IHPRUDO�DQJOH��ZKLFK�LV�WKRXJKW�WR�EH�RQH�FDXVH�RI�WKH�LQFUHDVHG�LQFLGHQFH�
RI�DQWHULRU�FUXFLDWH�OLJDPHQW�WHDUV�LQ�WKLV�SRSXODWLRQ��

7KH�µIHPRUDO�WRUVLRQ�DQJOH¶�LV�WKH�DQJOH�RI�WKH�IHPRUDO�QHFN�UHODWLYH�WR�WKH�VKDIW�RI�WKH�IHPXU�LQ�WKH�
WUDQVYHUVH�SODQH��7KH�JHQHUDOO\�DFFHSWHG�LGHDO�SRVLWLRQ�LV����GHJUHHV�RI�DQWHYHUVLRQ��RU�ZKHQ�WKH�DQJOH�
LV� UHODWLYHO\� DQWHULRU�RU� IRUZDUG�RI� WKH� IURQWDO� SODQH��$Q� LQFUHDVH� LQ� DQWHYHUVLRQ� UHVXOWV� LQ� D� WRH�LQ�
SRVWXUH��FRPPRQO\�UHIHUUHG�WR�DV�µSLJHRQ�WRHG¶��5HWURYHUVLRQ�LV�ZKHQ�WKH�DQJOH�LV�OHVV�WKDQ����GHJUHHV�
DQG�JHQHUDOO\�UHVXOWV�LQ�D�WRHG�RXW�SRVWXUH��UHVXOWLQJ�LQ�D�GXFN�W\SH�RU�ZDGGOH�JDLW��
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7KH�IHPRURSHOYLF�UK\WKP�LV�WKH�FRRUGLQDWHG�PRYHPHQW�EHWZHHQ�ERWK�IHPXUV�DQG�WKH�SHOYLV�WR�PRYH�
WKURXJK�JUHDWHU�UDQJHV�RI�PRWLRQ�ZLWKRXW�RYHUVWUHVVLQJ�DQ\�RQH�MRLQW��$V�WKH�IHPXU�ÀH[HV��DV�LQ�WKH�
VZLQJ�SKDVH�RI�JDLW�� WKH� LSVLODWHUDO� LOLXP�JRHV�WKURXJK�SRVWHULRU�URWDWLRQ��7KH�FRQWUDODWHUDO�IHPXU�
LV�H[WHQGLQJ�DQG�WKH�LOLXP�JRHV�WKURXJK�DQWHULRU�URWDWLRQ��)RU�H[DPSOH��SULRU�WR�WKH�WRH�RII�SKDVH��
DV� WKH�IHPXU� LV�H[WHQGLQJ�� WKH� LSVLODWHUDO� LOLXP�LV�DQWHULRUO\�URWDWLQJ��7KH�FRQWUDODWHUDO� IHPXU�DQG�
LOLXP�DUH�JRLQJ�WKURXJK�VLPLODU��DOEHLW�RSSRVLWH��PRWLRQV�GXULQJ�WKH�VLPLODU�SKDVHV�RI�WKH�JDLW�F\FOH��
'XULQJ�H[WHUQDO�KLS�URWDWLRQ��WKH�LSVLODWHUDO�LOLXP�ZLOO�PRYH�H[WHUQDOO\�LQ�WKH�WUDQVYHUVH�SODQH��GXULQJ�
LQWHUQDO�KLS�URWDWLRQ��LW�ZLOO�PRYH�LQWHUQDOO\��'XULQJ�KLS�DEGXFWLRQ��WKH�VXSHULRU�DVSHFW�RI�WKH�LSVLODWHUDO�
LOLXP�ZLOO� WLOW�PHGLDOO\� LQ� WKH� IURQWDO� SODQH�� GXULQJ�KLS� DGGXFWLRQ�� LW�ZLOO� WLOW� ODWHUDOO\��7KH� ODFN� RI�
SURSHU�IHPRURSHOYLF�GLVVRFLDWLRQ�DQG�RU�FDQLVWHU�VWDELOL]DWLRQ�DOWHUV�WKLV�QRUPDO�UK\WKP��OHDGLQJ�WR�
FRPSHQVDWRU\�FKDQJHV�

1RWLFH� WKDW� DV� WKH� GDQFHU�PRYHV� LQWR� ULJKW� KLS�ÀH[LRQ� WKHUH� LV� DVVRFLDWHG� SRVWHULRU� URWDWLRQ� RI� WKH�
LSVLODWHUDO�LOLXP�DQG�UHODWLYH�H[WHQVLRQ�DW�WKH�FRQWUDODWHUDO�KLS��OHIW�LPDJH���'XULQJ�WKH�WRH�RII�SKDVH�
RI�WKH�UXQQLQJ�JDLW��WKH�UXQQHU¶V�OHIW�KLS�LV�PRYLQJ�LQWR�ÀH[LRQ�DV�WKH�LOLXP�URWDWHV�SRVWHULRUO\��ULJKW�
LPDJH���+HU�ULJKW�KLS�LV�H[WHQGHG�DQG�WKHUH�LV�DQWHULRU�URWDWLRQ�RI�WKH�LQQRPLQDWH��
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3HOYLF� DOLJQPHQW� GLUHFWO\� DIIHFWV� WKH� KLSV� E\� DOWHULQJ� WKH� SRVLWLRQ� RI� WKH� IHPRUDO� KHDG� ZLWKLQ� WKH�
DFHWDEXODU�IRVVD��$QWHULRU�URWDWLRQ�RI�WKH�SHOYLV�UHVXOWV�LQ�UHODWLYH�ÀH[LRQ�RI�WKH�KLS��ZKLOH�SRVWHULRU�
URWDWLRQ�RI� WKH� SHOYLV� UHVXOWV� LQ� UHODWLYH� H[WHQVLRQ��$WWDLQLQJ� DQG� VWDELOL]LQJ� WKH� SHOYLV� LQ� D� QHXWUDO�
SRVLWLRQ�LV�NH\�WR�PDLQWDLQLQJ�D�FHQWUDWHG�)$�MRLQW��

,W�LV�RSWLPDO�OHQJWK�WHQVLRQ�UHODWLRQVKLSV�RI�WKH�/3+�FRPSOH[�
IRUFH� FRXSOHV� WKDW� FUHDWH� D� QHXWUDO� SHOYLF� DOLJQPHQW�� 7KH�
SHOYLV� LV� LQ� QHXWUDO� DOLJQPHQW� ZKHQ� WKH� DQWHULRU� VXSHULRU�
LOLDF�VSLQH��$6,6��DQG�SXELF�V\PSK\VLV��36��DUH�LQ�WKH�VDPH�
YHUWLFDO�SODQH��GRWWHG�OLQH���

7KH�SHOYLV�LV�LQ�DQ�DQWHULRU�WLOW��URWDWLRQ��ZKHQ�WKH�$6,6�LV�
DQWHULRU�WR�WKH�36��7KH�SHOYLV�LV�LQ�D�SRVWHULRU�WLOW��URWDWLRQ��
ZKHQ�WKH�$6,6�IDOOV�SRVWHULRU�WR�WKH�36��1HXWUDO�SRVLWLRQLQJ�
RI� WKH�SHOYLV� LV� LPSRUWDQW� LQ�PDLQWDLQLQJ�FHQWUDWLRQ�RI� WKH�
KLS�MRLQW�

7KH�LQGLYLGXDO�LQ�WKH�OHIW�LPDJH�GHPRQVWUDWHV�QHXWUDO�SRVLWLRQLQJ�RI�WKH�SHOYLV��ZKLOH�WKH�LQGLYLGXDO�LQ�
WKH�ULJKW�LPDJH�GHPRQVWUDWHV�D�VOLJKW�DQWHULRU�WLOW�RI�WKH�SHOYLV��7KH�VOLJKW�DQWHULRU�WLOW�LV�RIWHQ�D�YHU\�
VDIH�SRVWXUH�WR�SHUIRUP�H[HUFLVH��DV�WKH�ÀH[HG�KLS�SRVLWLRQ�SUHORDGV�WKH�KLS�H[WHQVRUV�DQG�LV�WKH�DWKOHWLF�
VWDQFH� WKDW� FDQ�EH�XWLOL]HG� IRU�PDQ\�VSRUW�VSHFL¿F�GULOOV��$GGLWLRQDOO\��PDQ\�H[SHUWV� UHFRPPHQG�D�
VOLJKW�DQWHULRU�SHOYLF�WLOW�ZKHQ�DWWHPSWLQJ�WR�PD[LPL]H�UXQQLQJ�VSHHG�DQG�DJLOLW\��7KH�NH\��KRZHYHU��
OLHV�LQ�PDLQWDLQLQJ�D�QHXWUDO�VSLQH�SRVLWLRQ�RYHU�WKH�SHOYLV�VR�WKH�PRWLRQ�LV�DW�WKH�IHPRURSHOYLF�MRLQWV�
DQG�QRW�DW�WKH�WKRUDFROXPEDU�RU�OXPERVDFUDO�MXQFWLRQV��
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6HYHUDO�IRUFH�FRXSOHV�DUH�UHVSRQVLEOH�IRU�PDLQWDLQLQJ�SURSHU�SRVLWLRQLQJ�RI�WKH�SHOYLV��6KRZQ�EHORZ�LV�D�
VFKHPDWLF�UHSUHVHQWLQJ�WKH�IRUFH�FRXSOHV�UHVSRQVLEOH�IRU�FRQWUROOLQJ�WKH�VDJLWWDO�SODQH�SRVLWLRQ�RI�WKH�SHOYLV��

*SVGI�'SYTPIW %GXMSRW

%FHSQMREPW��KPYXIYW�QE\MQYW��LEQWXVMRKW��ERH�TIPZMG�¾SSV�QYWGPIW 4SWXIVMSV�VSXEXMSR�SJ�XLI�TIPZMW�

0YQFEV�I\XIRWSVW�ERH�LMT�¾I\SVW %RXIVMSV�VSXEXMSR�SJ�XLI�TIPZMW�

/XPEDU�HUHFWRU�VSLQDH
0XOWLÀGXV
/DWLVVLPXV�GRUVL�

5HFWXV�DEGRPLQLV
([WHUQDO�DEGRPLQDO�REOLTXHV
,QWHUQDO�DEGRPLQDO�REOLTXHV
3VRDV�PLQRU

5HFWXV�IHPRULV
7HQVRU�IDVFLDH�ODWDH
6DUWRULXV
,OLDFXV�
3VRDV�PDMRU

*OXWHXV�PD[LPXV�
+DPVWULQJV�
0XVFOHV�RI�WKH�SHOYLF�ÁRRU�
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9DULRXV�PXVFOH�DQG�IDVFLDO�DWWDFKPHQWV�ZRUN�WR�SURYLGH�ERWK�WKH�VWDWLF�DQG�G\QDPLF�VWDELOLW\�UHTXLUHG�
WR� QRW� RQO\� VWDELOL]H� EXW� DOVR�PRYH� WKH� KLS� DQG�SHOYLV��7KH� IRUFHV� SODFHG� XSRQ� WKH� KLS� DQG�SHOYLV�
GXULQJ�PDQ\� URXWLQH� DFWLYLWLHV� FDQ�EH�TXLWH� IRUPLGDEOH�� HYHQ�GXULQJ� VHHPLQJO\�PXQGDQH� DFWLYLWLHV�
VXFK�DV�ZDONLQJ��)RU�H[DPSOH��VWDQGLQJ�RQ�RQH�OHJ��VXFK�DV�GXULQJ�WKH�VWDQFH�SKDVH�RI�JDLW��LQFUHDVHV�
WKH�ZHLJKW�RQ�WKH�KLS�E\�WZR�DQG�D�KDOI�WLPHV�WKH�ERG\�ZHLJKW��ZKLOH�ZDONLQJ�XS�VWDLUV�LQFUHDVHV�LW�
E\�D� IDFWRU�RI� WKUHH��)RUFHV�GXULQJ�UXQQLQJ�PD\�UHVXOW� LQ� IRXU�DQG�D�KDOI� WLPHV�RQH¶V�ERG\�ZHLJKW��
QHFHVVLWDWLQJ�D�FRPSOH[�LQWHUSOD\�RI�WKH�PXVFOHV�WKDW�GLUHFWO\�FURVV�DQG�WKRVH�WKDW�VXSSRUW�WKH�WUXQN�
DQG�ORZHU�H[WUHPLWLHV��

0XVFOHV�RI�WKH�KLS�DQG�SHOYLV�UDUHO\�DFW�DORQH��IXQFWLRQLQJ�PRUH�DV�PXVFXODU�FKDLQV�UDWKHU�WKDQ�LVRODWHG�
PXVFOH�XQLWV��$PRQJ�RWKHUV��9OHHPLQJ�DQG�0H\HUV�KDYH�ERWK�GHVFULEHG�WKH�IDVFLDO�LQWHUFRQQHFWLRQV�
EHWZHHQ�WKH�PXVFOHV�RI�WKH�WKRUD[��SHOYLV��DQG�H[WUHPLWLHV��*HQHUDOO\�VSHDNLQJ��WKHVH�FKDLQV�UXQ�LQ�DQ�
DOWHUQDWLQJ�PXVFOH�IDVFLD� FRQQHFWLRQ� WKDW� WKHQ� FRUUHVSRQGLQJO\�DWWDFK� WR� WKH� VXUURXQGLQJ� OLJDPHQW�
MRLQW�FDSVXOH�VWUXFWXUHV�RI�WKH�DGMRLQLQJ�MRLQWV��7KLV�UHODWLRQVKLS�WXUQV�WKH��RIWHQ�WKRXJKW�RI�DV�SDVVLYH��
OLJDPHQWV�DQG�MRLQW�FDSVXOHV�LQWR�DFWLYH�VWDELOL]HUV�RI�WKHLU�DGMRLQLQJ�MRLQWV�ZKLOH�HQDEOLQJ�WKH�FHQWUDO�
QHUYRXV�V\VWHP�LQVWDQWDQHRXV�IHHGEDFN�UHJDUGLQJ�MRLQW�SRVLWLRQ��7KHVH�FKDLQV�SURYLGH�WKH�VWDELOLW\�DQG�
PRELOLW\�UHTXLUHG�E\�WKH�KLS�DQG�SHOYLV�DQG�ZLOO�EH�GHVFULEHG�EHORZ�

8,)�%28)6-36�%2(�4378)6-36�3&0-59)�',%-27
$V�WKHLU�QDPH�VXJJHVWV��WKH�DQWHULRU�DQG�SRVWHULRU�REOLTXHV�UXQ�REOLTXHO\�DFURVV�WKH�WKRUD[�DQG�SHOYLV��
FRQQHFWLQJ� WKH� FRQWUDODWHUDO� H[WUHPLWLHV� LQ� WKH� SURFHVV�� 7KH� DQWHULRU� REOLTXH� FKDLQ� FRQVLVWV� RI� WKH�
UKRPERLGV��VHUUDWXV�DQWHULRU��H[WHUQDO�REOLTXHV��DEGRPLQDO�IDVFLD��FRQWUDODWHUDO�LQWHUQDO�REOLTXHV��DQG�
DGGXFWRU� IDVFLD��7KLV� FKDLQ� VWDELOL]HV� WKH� SXELF� V\PSK\VLV� DQG� FRQWUROV� URWDWLRQ� RI� WKH� WKRUD[� DQG�
SHOYLV��6LPLODUO\��WKH�SRVWHULRU�REOLTXH�FKDLQ�UXQV�REOLTXHO\�RYHU�WKH�SRVWHULRU�DVSHFW�RI�WKH�WKRUD[�DQG�
SHOYLV��VWDELOL]LQJ�WKH�/6�MXQFWLRQ�DQG�6,-V�LQ�DGGLWLRQ�WR�FRQWUROOLQJ�URWDWLRQ�RI�WKH�WUXQN��SHOYLV��KLSV��
DQG�HQWLUH�ORZHU�H[WUHPLW\��7KH�SRVWHULRU�REOLTXH�FKDLQ�FRQVLVWV�RI�WKH�ODWLVVLPXV�GRUVL��WKRUDFROXPEDU�
IDVFLD�� FRQWUDODWHUDO� JOXWHXV�PD[LPXV�� LOLRWLELDO� EDQG� �,7%��� DQG�SHURQHXV� ORQJXV� WR� LQVHUW� LQWR� WKH�
IDVFLDO�VOLQJ�DW� WKH�EDVH�RI� WKH�¿UVW�PHWDWDUVDO��7KLV�FKDLQ�DGGLWLRQDOO\�KHOSV� WR�VWDELOL]H� WKH�PHGLDO��
DUFK�RI�WKH�IRRW�DQG�NQHH��PDNLQJ�WKLV�D�ULJLG�OHYHU�QHFHVVDU\�WR�VXSSRUW�WKH�ERG\�ZHLJKW�LQ�VLQJOH�OHJ�
VWDQFH��VHH�RYHUOHDI��

8,)�4378)6-36�032+-89(-2%0�',%-2
7KH�SRVWHULRU�ORQJLWXGLQDO�FKDLQ�FRQQHFWV�WKH�SHURQHXV�ORQJXV�DW�WKH�EDVH�RI�WKH�¿UVW�PHWDWDUVDO�WR�WKH�
ODWHUDO�DVSHFW�RI�WKH�¿EXODU�KHDG��WR�WKH�ORQJ�KHDG�RI�WKH�ELFHSV�IHPRULV��WR�WKH�LVFKLDO�WXEHURVLW\��WR�WKH�
VDFURWXEHURXV�OLJDPHQW��WR�WKH�IDVFLD�DQG�OLJDPHQWV�RI�WKH�6,-��DQG�FURVVLQJ�WKH�SHOYLV�WR�DQ�DWWDFKPHQW�
RQ� WKH�FRQWUDODWHUDO� HUHFWRU� VSLQDH�RI� WKH� OXPEDU� VSLQH��7KLV� FKDLQ�KHOSV� WR� VWDELOL]H� WKH� LSVLODWHUDO��
ORZHU�H[WUHPLW\�GXULQJ�KHHO�VWULNH�E\�SXOOLQJ�WKH�¿EXOD�LQIHULRUO\��ZKLFK�HIIHFWLYHO\�ORFNV�WKH�ODWHUDO�
DVSHFW� RI� WKH� DQNOH� DQG� IRRW� FRPSOH[��$GGLWLRQDOO\�� WKH� WHQVLRQ� FUHDWHG� WKURXJK� WKH� VDFURWXEHURXV�
OLJDPHQW�ORFNV�WKH�6,-��ZKLFK�LV�QHFHVVDU\�DV�WKH�ZHLJKW�LV�SURJUHVVHG�RYHU�WKH�IRRW�GXULQJ�VLQJOH�OHJ�
VWDQFH��VHH�RYHUOHDI���
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$QWHULRU�REOLTXH�FKDLQ�

6DFURWXEHURXV�OLJDPHQW

%LFHSV�IHPRULV��
�ORQJ�KHDG�

%LFHSV�IHPRULV��
�VKRUW�KHDG�

7LELDOLV�DQWHULRU

3HURQHXV�ORQJXV

2EOLTXHV

6HUUDWXV�
DQWHULRU

$EGRPLQDO�
IDVFLD

$GGXFWRUV

*OXWHXV��
PD[LPXV

/DWLVVLPXV��
GRUVL

7KRUDFROXPEDU��
IDVFLD

3RVWHULRU�REOLTXH�FKDLQ�

'HHS�ORQJLWXGLQDO�FKDLQ�
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8,)�0%8)6%0�78%&-0-8=�1)',%2-71�3*�8,)�,-4�%2(�4)0:-7
%HFDXVH� VR� PDQ\� LQGLYLGXDOV� GHPRQVWUDWH� LQVWDELOLW\� LQ� VLQJOH� OHJ� VWDQFH�� ODWHUDO� RU� IURQWDO� SODQH�
VWDELOLW\�RI�WKH�KLS�DQG�SHOYLV�LV�DQ�LPSRUWDQW�FRQVLGHUDWLRQ�LQ�UHKDELOLWDWLRQ�DQG�FRQGLWLRQLQJ�RI�WKH�
/3+�FRPSOH[��$OOLVRQ�*ULPDOGL��������GHVFULEHV�WKH�ODWHUDO�VWDELOLW\�PHFKDQLVP�LQ�WKUHH�OD\HUV��WKH�
VXSHU¿FLDO� OD\HU� FRPSULVLQJ� WKH� XSSHU� ¿EHUV� RI� WKH� JOXWHXV�PD[LPXV� DQG� WHQVRU� IDVFLDH� ODWDH�� WKH�
LQWHUPHGLDWH�OD\HU�FRPSULVLQJ�WKH�WKUHH�GLYLVLRQV�RI�WKH�JOXWHXV�PHGLXV�DQG�SLULIRUPLV��DQG�WKH�GHHS�
OD\HU�FRPSULVLQJ�WKH�JOXWHXV�PLQLPXV��+HU�UHVHDUFK�GHPRQVWUDWHG�WKDW�GXULQJ�LPSRVHG�EHG�UHVW�WKHUH�
ZDV�DWURSK\�RI�WKH�GHHS�VWDELOL]HUV�RI�ERWK�WKH�KLS�DQG�WKH�NQHH��KRZHYHU��QR�FKDQJHV�ZHUH�IRXQG�LQ�WKH�
VXSHU¿FLDO�¿EHUV�RI�HLWKHU�WKH�JOXWHXV�PD[LPXV�RU�WKH�WHQVRU�IDVFLDH�ODWDH��7KHVH�¿QGLQJV�ZHUH�VLPLODU�
IRU�FOLHQWV�ZLWK�GHJHQHUDWLYH�MRLQW�GLVHDVH�RI�WKH�KLS��*ULPDOGL��������7KLV�VXJJHVWV�WKDW�VLPLODU�WR�WKH�
FRUH��DWURSK\�RI�WKH�GHHS�VWDELOL]HUV�OHDGV�WR�DOWHUDWLRQV�LQ�WKH�DELOLW\�WR�FHQWUDWH�WKH�KLS�DQG�SHOYLV��7KH�
PXVFOHV�RI�WKH�ODWHUDO�VWDELOLW\�PHFKDQLVP�ZLOO�EH�IXUWKHU�GLVFXVVHG�EHORZ�

197'0)7�3*�8,)�0%8)6%0�78%&-0-8=�1)',%2-71�

+098)97�1%<-197
7KH�JOXWHXV�PD[LPXV� �*0[�� LV� WKH� ODUJHVW�PXVFOH� LQ� WKH�ERG\�� VXJJHVWLQJ� LW� SOD\V� DQ� LPSRUWDQW�
IXQFWLRQDO� UROH� LQ�PRYHPHQW�� ,W� LV� WKH� RQO\�PXVFOH� WKDW� FRQWDLQV� ¿EHUV� WKDW� DUH� SHUSHQGLFXODU� WR�
WKH�6,-�� VXJJHVWLQJ� LWV� UROH� LQ�6,-� FRPSUHVVLRQ��7DNLQJ� LWV� RULJLQ�RII� VHYHUDO� ERQ\�DWWDFKPHQWV�±�
LQFOXGLQJ�WKH�LOLXP��VDFUXP��DQG�FRFF\[�±�WKH�*0[�DWWDFKHV�IDVFLDOO\�WR�WKH�WKRUDFROXPEDU�IDVFLD��
VDFURLOLDF�OLJDPHQWV��DQG�JOXWHDO�WXEHURVLW\��

,WV�DWWDFKPHQW�WR�WKH�SRVWHULRU�DVSHFW�RI�WKH�,7%�PDNHV�WKH�*0[�WKH�NH\�PXVFOH�LQ�WKH�VWDELOL]DWLRQ�
DQG�FRQWURO�RI�ORZHU�H[WUHPLW\�SURQDWLRQ��7KURXJK�LWV�DWWDFKPHQW�WR�WKH�FRQWUDODWHUDO�ODWLVVLPXV�GRUVL�
YLD�WKH�WKRUDFROXPEDU�IDVFLD��LW�IXQFWLRQV�DV�SDUW�RI�WKH�SRVWHULRU�REOLTXH�FKDLQ��VHUYLQJ�WR�FRPSUHVV�
WKH�6,-�DQG�WUDQVIHU�URWDWLRQDO�ORDGV�EHWZHHQ�WKH�VSLQH�DQG�WKH�XSSHU�DQG�ORZHU�H[WUHPLWLHV��*LEERQ¶V�
�������UHVHDUFK�VXJJHVWV�WKDW�WKH�GHHSHU�FRFF\JHDO�¿EHUV�DUH�SLYRWDO�LQ�SXOOLQJ�WKH�IHPXU�SRVWHULRUO\�
LQ�WKH�DFHWDEXOXP��DLGLQJ�FHQWUDWLRQ�DQG�IXQFWLRQDO�FRQWURO�RI�WKH�KLS�MRLQW�

+098)97�1)(-97

7KH�JOXWHXV�PHGLXV�DWWDFKHV�IURP�WKH�DQWHULRU�WZR�WKLUGV�RI�WKH�RXWHU�VXUIDFH�RI�WKH�LOLXP�WR�WKH�JUHDWHU�
WURFKDQWHU�RI�WKH�IHPXU��,WV�WKUHH�GLYLVLRQV�EOHQG�ZLWK�WKH�JOXWHDO�IDVFLD�DQG�LW�IXQFWLRQV�VLPLODUO\�WR�
WKH�PLGGOH�GHOWRLG�RI�WKH�VKRXOGHU��,W�LV�WKH�SULPDU\�KLS�DEGXFWRU�DQG�RQH�RI�WKH�SULPDU\�IURQWDO�SODQH�
VWDELOL]HUV�LQ�VLQJOH�OHJ�VWDQFH��7KH�DQWHULRU�¿EHUV�DVVLVW�LQWHUQDO�URWDWLRQ�DQG�ÀH[LRQ��ZKLOH�WKH�SRVWHULRU�
¿EHUV�DVVLVW�H[WHUQDO�URWDWLRQ�DQG�H[WHQVLRQ��,QKLELWLRQ�RI�WKH�JOXWHXV�PHGLXV�OHDGV�WR�RYHUDFWLYDWLRQ�RI�
WKH�WHQVRU�IDVFLDH�ODWDH�LQ�IURQWDO�SODQH�VWDELOL]DWLRQ�RI�WKH�SHOYLV��

+098)97�1-2-197

7KH�JOXWHXV�PLQLPXV�OLHV�EHQHDWK�WKH�JOXWHXV�PHGLXV�RQ�WKH�RXWHU�VXUIDFH�RI�WKH�LOLXP�DQG�DWWDFKHV�WR�
WKH�JUHDWHU�WURFKDQWHU�DQG�MRLQW�FDSVXOH�RI�WKH�KLS��:KLOH�LW�DVVLVWV�ERWK�DEGXFWLRQ�DQG�LQWHUQDO�URWDWLRQ�
RI�WKH�KLS��WKH�JOXWHXV�PLQLPXV�UHVLVWV�ERWK�WKH�VXSHULRU�DQG�DQWHULRU�SXOO�RI�WKH�IHPRUDO�KHDG�DQG�SXOOV�
WKH�MRLQW�FDSVXOH�VXSHULRUO\�WR�DYRLG�LPSLQJHPHQW�GXULQJ�KLS�DEGXFWLRQ�
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8)2736�*%7'-%)�0%8%)

7KH�WHQVRU�IDVFLDH�ODWDH��7)/��LV�LPSRUWDQW�GXULQJ�IXQFWLRQDO�PRYHPHQWV�VXFK�DV�VTXDWV�DQG�OXQJHV�
DQG� HVSHFLDOO\� GXULQJ� XQLODWHUDO� VWDQFH�� ,W� DWWDFKHV� DW� WKH� DQWHURODWHUDO� DVSHFW� RI� WKH� LOLXP� WR� WKH�
DQWHULRU� DVSHFW� RI� WKH� ,7%�� ,W� IXQFWLRQV� DV� SDUW� RI� WKH� ODWHUDO� VWDELOLW\�PHFKDQLVP� DORQJ�ZLWK� WKH�
LSVLODWHUDO�JOXWHXV�PHGLXV�DQG�JOXWHXV�PLQLPXV�DQG�WKH�FRQWUDODWHUDO�TXDGUDWXV�OXPERUXP�WR�SURYLGH�
IURQWDO�SODQH�VWDELOL]DWLRQ�RI�WKH�/3+�FRPSOH[��'XULQJ�WKH�KHHO�FRQWDFW�SKDVH�RI�WKH�JDLW�F\FOH��WKH�
7)/�VHUYHV�WR�FRXQWHUDFW�WKH�SRVWHULRU�SXOO�RI�WKH�JOXWHXV�PD[LPXV��ZKLFK�KDV�YDVW�DWWDFKPHQWV�DORQJ�
WKH�SRVWHULRU�DVSHFW�RI�WKH�,7%��,W�DGGLWLRQDOO\�DVVLVWV�WKH�LOLDFXV�GXULQJ�WKH�VZLQJ�SKDVH�LQ�ÀH[LQJ�WKH�
KLS��7KH�7)/�ZLOO�RIWHQ�EHFRPH�D�GRPLQDQW�KLS�ÀH[RU�ZKHQ�WKHUH�LV�ZHDNQHVV�RI�HLWKHU�WKH�LOLDFXV�RU�
WKH�SVRDV��,W�ZLOO�DGGLWLRQDOO\�EHFRPH�RYHUDFWLYH�DV�D�IURQWDO�SODQH�VWDELOL]HU�ZKHQ�WKHUH�LV�ZHDNQHVV�
RU�LQKLELWLRQ�RI�WKH�JOXWHXV�PHGLXV��6LQFH�LW�LV�DOVR�DQ�LQWHUQDO�URWDWRU�RI�WKH�KLS��LI�HLWKHU�RQH�RI�WKH�
DIRUHPHQWLRQHG�IXQFWLRQV�EHFRPHV�GRPLQDQW�� LW�FDQ�SURGXFH� LQFUHDVHG� LQWHUQDO� URWDWLRQ�RI� WKH�KLS�
GXULQJ�VLQJOH�OHJ�VWDQFH��FRPSHQVDWRULO\�GULYLQJ�LQFUHDVHG�SURQDWLRQ�RI�WKH�ORZHU�H[WUHPLW\��$V�WKH�
KLS�LQWHUQDOO\�URWDWHV��WKHUH�WHQGV�WR�EH�DQ�LQFUHDVHG�ODWHUDO�SXOO�RQ�WKH�SDWHOOD�DQG�IDVFLD�RI�WKH�ODWHUDO�
WKLJK��RIWHQ�OHDGLQJ�WR�SDWHOODU�WUDFNLQJ�G\VIXQFWLRQV�DQG�LOLRWLELDO�EDQG�V\QGURPHV��,Q�FHUWDLQ�FDVHV�
RI� H[WUHPH�H[WHUQDO� URWDWLRQ�RI� WKH�KLS�� WKH�7)/�FDQ�EHFRPH�DQ�H[WHQVRU�RI� WKH�NQHH�� DV� WKH� ,7%�
PLJUDWHV�DQWHULRUO\�RYHU�WKH�ODWHUDO�IHPRUDO�FRQG\OH��

7KH�P\RIDVFLDO�ODWHUDO�OLQHV��0\HUV���
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8,)�4-6-*361-7�%2(�8,)�())4�638%8367�3*�8,)�,-4

7KH�SLULIRUPLV�LV�LPSRUWDQW�LQ�GHFHOHUDWLRQ�RI�LQWHUQDO�URWDWLRQ�RI�WKH�KLS�GXULQJ�WKH�ORDGLQJ�SKDVH�RI�
JDLW��SURQDWLRQ���7KURXJK�LWV�DWWDFKPHQW�RQ�WKH�DQWHULRU�VXUIDFH�RI�WKH�VDFUXP�WR�WKH�JUHDWHU�WURFKDQWHU��
LW�IXQFWLRQV�DV�DQ�LPSRUWDQW�VWDELOL]HU�RI�WKH�VDFURLOLDF�MRLQW��6WLIIQHVV�RI�WKH�SLULIRUPLV�LV�RIWHQ�D�FDXVH�
RI� VDFURLOLDF� MRLQW�G\VIXQFWLRQ� LQ� LQGLYLGXDOV�ZKR�DUH�XWLOL]LQJ�D�GHHS� URWDWRU� VWDELOL]DWLRQ�VWUDWHJ\��
UHJDUGHG�DV�µEXWW�JULSSLQJ¶�E\�/HH��������

7KH�GHHS�KLS� URWDWRUV� �'+5�� LQFOXGH� WKH�SLULIRUPLV�� JHPHOOXV� VXSHULRU�LQIHULRU�� REWXUDWRU� LQWHUQXV�
H[WHUQXV�� DQG� TXDGUDWXV� IHPRULV��$OWKRXJK� H[WHUQDO� URWDWLRQ� RI� WKH� KLS� LV� SHUIRUPHG� SULPDULO\� E\�
WKH�SLULIRUPLV�DQG�JOXWHXV�PD[LPXV�� WKHUH� LV�D�FRQWULEXWLRQ�E\�WKH�'+5��7KHUH� LV� OLWWOH� UHVHDUFK� WR�

/I]�8S�7YGGIWW
+PYXIYW�1IHMYW�%HHYGXSV�-QFEPERGIW�ERH�
XLI�:EPKYW�/RII�¯�-W�-X�6IEPP]�8LEX�7MQTPI#

-RGVIEWIH�ZEPKYW�ORII�TSWMXMSR�MW�E�GSQQSR�TSWXYVEP�ERH�QSZIQIRX�JEYPX��8MKLX�EHHYGXSVW�ERH�[IEORIWW�
MR�XLI�KPYXIYW�QIHMYW�MW�WYKKIWXIH�EW�XLI�TVMQEV]�QYWGPI�MQFEPERGI�GEYWMRK�XLI�ZEPKYW�ORII�TSWMXMSR��
,S[IZIV��MW�MX�VIEPP]�EW�WMQTPI�EW�E�XMKLX�QYWGPI�ERH�E�[IEO�JYRGXMSREP�ERXEKSRMWX#�%RH�MJ�WS��XLIR�[L]�
HSIW� WXVIXGLMRK� XLI�LMT� EHHYGXSVW� ERH� WXVIRKXLIRMRK� XLI�LMT� EFHYGXSVW�SRP]�[SVO�SR� WSQI�SJ� XLI�
GPMIRXW�[MXL�XLMW�TSWXYVEP�QSZIQIRX�JEYPX#�0SSOMRK�E�PMXXPI�HIITIV�EX�XLI�QIGLERMGW�VIUYMVIH�JSV�RSVQEP�
KEMX�QE]�TVSZMHI�WSQI�PMKLX�SR�XLMW�HIFEXI��

(YVMRK� XLI� PSEHMRK� TLEWI� SJ� KEMX�� XLI�QIXEXEVWEPW� WTVIEH�� XLIVIF]� WXVIXGLMRK� XLI� MRXIVSWWIM�QYWGPIW�
SJ� XLI� JSSX� ERH� XLYW� GVIEXMRK� E� VI¾I\MZI� EGXMZEXMSR� SJ� XLI� I\XIRWSV� GLEMR� SJ� XLI� PS[IV� I\XVIQMX]�
�1MGLEYH�����
��8LI�KSEP�HYVMRK�XLI�PSEHMRK�SJ�XLI�JSSX�MW�XS�WTVIEH�XLI�QIXEXEVWEPW�MR�SVHIV�XS�GVIEXI�
E�VI¾I\MZI�VIWTSRWI�ERH�STXMQEPP]�PSEH�XLI�½VWX�VE]�SJ�XLI�JSSX��½VWX�TLEPER\��½VWX�QIXEXEVWEP��ERH�QIHMEP�
GYRIMJSVQ
��-J�XLMW�QSXMSR�MW�FPSGOIH�F]�E�ZEVYW�SV�VMKMH�EVGL�JSSX��ER�SVXLSXMG�MRWIVX��SV�E�WLSI�[MXL�
VIPEXMZIP]�WXMJJ�MRWXIT��XS�TVIZIRX�I\GIWWMZI�TVSREXMSR
��XLI�RIVZSYW�W]WXIQ�[MPP�VIGSKRM^I�XLMW�ERH�QEOI�
GSQTIRWEXMSRW�XS�LIPT�MQTVSZI�XLI�QIHMEP�PSEHMRK�ERH�QIXEXEVWEP�WTVIEHMRK�SJ�XLI�JSSX��3RI�GSQQSR�
[E]�MW�XS�HVMZI�XLI�ORII�XLVSYKL�XLI�JVSRXEP�TPERI�MRXS�E�QSVI�ZEPKYW�TSWMXMSR�XS�LIPT�PSEH�XLI�QIHMEP�
EWTIGX�SJ�XLI�JSSX�

%HHMXMSREPP]��WXYHMIW�LEZI�HIQSRWXVEXIH�HIGVIEWIH�KPYXIYW�QIHMYW�EGXMZEXMSR�MR�XLI�TVIWIRGI�SJ�EROPI�
MRWXEFMPMX]��&IGOQER�
�&YGLERER�����
��8LMW�[MPP�MRGVIEWI�XLI�XSRYW�SJ�XLI�EHHYGXSV�GSQTPI\��EW�XLIWI�
QYWGPIW�WYFWXMXYXI�XS�TVSZMHI�JVSRXEP�TPERI�WXEFMPMX]�HYVMRK�WMRKPI�PIK�WXERGI�

/)=��%WWIWW�XLI�GPMIRX�[MXL�XLI�ZEPKYW�ORII�QSZIQIRX�JEYPX�MR�FEVI�JIIX�XS�HIXIVQMRI�LS[�[IPP�XLI]�
PSEH�XLI�JSSX�ERH�EROPI�GSQTPI\��-J�XLI]�LEZI�HMJ½GYPX]�QEMRXEMRMRK�XLI�QIHMEP�GSQTSRIRX�SJ�XLI�JSSX�
XVMTSH�XLVSYKL�WMRKPI�PIK�WXERGI�ERH�EW�XLI]�TIVJSVQ�E�WIVMIW�SJ�JYRGXMSREP�EWWIWWQIRXW��WUYEX��PYRKI��
SV�KEMX
��WYWTIGX�XLI�H]WJYRGXMSR�QE]�FI�GSQMRK�JVSQ�XLI�JSSX�ERH�EROPI�GSQTPI\�ERH�EHHVIWW�XLSWI�
MQFEPERGIW�FIJSVI�VIWSVXMRK�XS�WXVIXGLMRK�XLI�EHHYGXSVW�ERH�WXVIRKXLIRMRK�XLI�EFHYGXSVW���
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GDWH�RQ� WKH� µWUXH¶� IXQFWLRQ�RI� WKH�'+5��KRZHYHU�� WKHLU� VL]H�DQG� ORFDWLRQ�VXJJHVWV� WKDW� WKH\�KDYH�D��
VLJQL¿FDQW� UROH� DV� VXSSRUWHUV� RI� WKH� SHOYLF� ÀRRU� DQG� DV� ORFDO� VWDELOL]HUV� RI� WKH� VDFURLOLDF� DQG� KLS�
MRLQWV��7KH�OLWHUDWXUH�FRQ¿UPV�WKH�REWXUDWRU�LQWHUQXV�IXQFWLRQV�DV�SDUW�RI�WKH�SHOYLF�ÀRRU��VXSSRUWLQJ��
WKH� SHOYLF� RUJDQV� DQG� SURYLGLQJ� VWDELOL]DWLRQ� RI� WKH� /3+� FRPSOH[�� 2YHUDFWLYDWLRQ� RI� WKH� GHHS��
URWDWRUV� LV� FRPPRQ� VHFRQGDU\� WR� SRRU� FRQWURO� RI� WKH� /3+� E\� WKH� ORFDO� VWDELOL]DWLRQ� V\VWHP� WKDW��
RIWHQ� UHVXOWV� GXULQJ� SUHJQDQF\�� WUDXPD�� VXUJHU\� DQG�RU� SHOYLF� SDLQ� V\QGURPHV�� 7KLV� RYHU�
FRPSUHVVLRQ�OHDGV�WR�DOWHUDWLRQV�LQ�KLS�FHQWUDWLRQ�WKDW�PD\�EH�GLUHFW�FRQWULEXWRUV�WR�WKH�QHDUO\����������
FRPSOHWH�KLS�MRLQW�UHSODFHPHQWV�WKDW�RFFXU�HDFK�\HDU�LQ�WKH�8QLWHG�6WDWHV�

%((-8-32%0�197'0)7�3*�8,)�091&34)0:-'�,-4�'3140)<
:KLOH�WKH�PXVFXODU�FKDLQV�ZHUH�GLVFXVVHG�DERYH��WKHUH�DUH�PDQ\�DGGLWLRQDO�PXVFOHV�OHQGLQJ�VXSSRUW�
WR�WKH�/3+�FRPSOH[��6HYHUDO�RI�WKHVH�PXVFOHV�ZLOO�EH�GLVFXVVHG�EHORZ��

,%1786-2+7

)RXU� PXVFOHV� PDNH� XS� WKH� KDPVWULQJ� FRPSOH[�� WKH� WZR� GLYLVLRQV� RI� WKH� ELFHSV� IHPRULV�� WKH��
VHPLWHQGLQRVXV��DQG�WKH�VHPLPHPEUDQRVXV��7KH�ELFHSV�IHPRULV��%)���RULJLQDWLQJ�IURP�WKH�VXSHURPHGLDO�
DVSHFW� RI� WKH� LVFKLDO� WXEHURVLW\�� VKDUHV� DQ� DGMDFHQW� FRPPRQ� RULJLQ� ZLWK� WKH� VHPLWHQGLQRVXV�� 7KLV�
DUUDQJHPHQW�LQFUHDVHV�WKH�VWDELOL]DWLRQ�RI�WKH�VDFURLOLDF�MRLQW��OLNHO\�DFWLQJ�DV�D�µFKHFN�UHLQ¶�DQG�FUHDWLQJ�
JUHDWHU�FRQWURO�RYHU�GLVWDO�PRWLRQ�DW�WKH�NQHH��)DVFLDO�DWWDFKPHQWV�FRQQHFW�WKH�%)�WR�WKH�VDFURWXEHURXV�
OLJDPHQW��ZKLFK�WRJHWKHU�ZLWK�WKH�FRQWUDODWHUDO�HUHFWRU�VSLQDH�DQG�GHHS�ODPLQD�RI�WKH�WKRUDFROXPEDU�
IDVFLD�FRQVWLWXWH� WKH�GHHS� ORQJLWXGLQDO�FKDLQ��7KH�GHHS� ORQJLWXGLQDO�FKDLQ� IXQFWLRQV� WR� LQFUHDVH� WKH�
VWDELOL]DWLRQ�RI�WKH�VDFURLOLDF�MRLQW�E\�WHQVLQJ�WKH�WKRUDFROXPEDU�IDVFLD��7KH�%)��WKURXJK�LWV�DWWDFKPHQW�
WR�WKH�VDFURWXEHURXV�OLJDPHQW��GHFHOHUDWHV�DQG�LI�VKRUW�DQG�WLJKW��LW�OLPLWV�WKH�GHJUHH�RI�VDFUDO�QXWDWLRQ��

7KH� VHPLWHQGLQRVXV� �67�� DWWDFKHV� IURP� WKH� LVFKLDO� WXEHURVLW\� DQG� VKDUHV� D� FRPPRQ� WHQGLQRVXV�
DWWDFKPHQW�ZLWK�WKH�VDUWRULXV�DQG�JUDFLOLV�RQ�WKH�DQWHURPHGLDO�DVSHFW�RI�WKH�WLELD��7KHVH�DUH�WKH�RQO\�
PXVFOHV�WKDW�GLUHFWO\�FURVV�WKH�PHGLDO�DVSHFW�RI�WKH�NQHH�MRLQW�DQG�WKHUHIRUH�OLNHO\�FRQWULEXWH�WR�PHGLDO�
VWDELOLW\�WR�WKH�NQHH���

7KH�VHPLPHPEUDQRVXV��60��KDV�VHYHUDO� IDVFLDO�VOLSV� WKDW� UXQ�SRVWHULRUO\�DQG�VXSSRUW� WKH�SRVWHULRU�
DVSHFW� WKH�FDSVXOH�RI� WKH�NQHH� �REOLTXH�SRSOLWHDO� OLJDPHQW��� ODWHUDOO\� WR�FRYHU� WKH�SRSOLWHXV�PXVFOH�
�SRSOLWHDO�IDVFLD���DQG�DQWHURPHGLDOO\�WR�EOHQG�ZLWK�WKH�PHGLDO�DVSHFW�RI�WKH�MRLQW�FDSVXOH��0LFKDXG�
������� UHSRUWV� WKDW� WKH�60�DGGLWLRQDOO\�KDV� IDVFLDO�DWWDFKPHQWV� WR� WKH�SRVWHULRU�KRUQ�RI� WKH�PHGLDO�
PHQLVFXV�DQG�SUHYHQWV�LPSLQJHPHQW�E\�SXOOLQJ�LW�SRVWHULRUO\�GXULQJ�NQHH�ÀH[LRQ��

7KH�KDPVWULQJV�KDYH�EHHQ�FODVVLFDOO\�GHVFULEHG�DV�NQHH�ÀH[RUV��KRZHYHU��WKHLU�IXQFWLRQDO�UROH�LV�PXFK�
PRUH�VLJQL¿FDQW�GXULQJ�JDLW��'XULQJ�WKH�JDLW�F\FOH��WKH�KDPVWULQJV�DUH�LQVWUXPHQWDO�LQ�GHFHOHUDWLQJ�KLS�
ÀH[LRQ�DQG�NQHH�H[WHQVLRQ�GXULQJ�WKH�HQG�RI�WKH�VZLQJ�SKDVH��7KH\�ZLOO�DGGLWLRQDOO\�DVVLVW�WKH�SURSXOVLYH�
SKDVH�RI�JDLW�E\�DFFHOHUDWLQJ�H[WHQVLRQ�RI�WKH�KLS�DQG�DVVLVWLQJ�H[WHQVLRQ�RI�WKH�NQHH��$OWKRXJK�SURQH�
DQG�VHDWHG�OHJ�FXUOV�KDYH�EHHQ�WKH� WUDGLWLRQDO�H[HUFLVHV�RI�FKRLFH�IRU�VWUHQJWKHQLQJ�WKH�KDPVWULQJV��
WKHLU�VLJQL¿FDQW�IXQFWLRQDO�UROH�PDNH�WKHVH�H[HUFLVHV�OLPLWLQJ�DQG�SRWHQWLDOO\�FRXQWHUSURGXFWLYH��6HH�
WKH�H[HUFLVH�VHFWLRQ�IRU�PRUH�RQ�WKLV�VXEMHFW�
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7KH�UHFWXV�IHPRULV�RULJLQDWHV�IURP�WZR�WHQGRQV�±�WKH�VWUDLJKW�KHDG�IURP�WKH�DQWHULRU�LQIHULRU�LOLDF�VSLQH�
DQG�WKH�UHÀHFWHG�KHDG�IURP�MXVW�DERYH�WKH�EULP�RI�WKH�DFHWDEXOXP�±�WR�LQVHUW�RQ�WKH�FRPPRQ�SDWHOODU�
WHQGRQ��7KH�UHFWXV�IHPRULV�LV�D�WZR�MRLQW�PXVFOH�WKDW�IXQFWLRQV�ERWK�DV�D�ÀH[RU�DQG�LQWHUQDO�URWDWRU�RI�
WKH�KLS��DQG�DGGLWLRQDOO\�H[WHQGV�WKH�NQHH�DQG�DQWHULRUO\�URWDWHV�WKH�SHOYLV��(FFHQWULFDOO\��LW�GHFHOHUDWHV�
H[WHQVLRQ�RI�WKH�KLS��ÀH[LRQ�RI�WKH�NQHH��DQG�SRVWHULRU�WLOWLQJ�RI�WKH�SHOYLV��,W�RIWHQ�EHFRPHV�D�GRPLQDQW�
KLS�ÀH[RU�DQG�SHOYLF�VWDELOL]HU�ZKHQ�WKHUH�LV�LQKLELWLRQ�RI�WKH�SVRDV�PDMRU�DQG�LV�WKH�PXVFOH�WKDW�LV�
FRPPRQO\�UHVSRQVLEOH�IRU�KLS�ÀH[RU�µWLJKWQHVV�¶

:%78-

7KH�PXVFOHV�RI�WKH�YDVWL�JURXS�±�ODWHUDOLV��9/���PHGLDOLV��90���DQG�LQWHUPHGLXV��9,��±�DUH�NQRZQ�IRU�
WKHLU�UROH�DV�NQHH�H[WHQVRUV�ZKLOH�HFFHQWULFDOO\�FRQWUROOLQJ�NQHH�ÀH[LRQ��+RZHYHU��IXQFWLRQDOO\�WKHVH�
PXVFOHV�SOD\�PRUH�VLJQL¿FDQW�UROHV�LQ�ORZHU�H[WUHPLW\�PHFKDQLFV�

�� 9DVWXV�ODWHUDOLV��7KH�9/�DULVHV�IURP�DQ�DSRQHXURVLV�DWWDFKPHQW�RQ�WKH�LQWHUWURFKDQWHULF�OLQH��JOXWHDO�
WXEHURVLW\��DQG�XSSHU�ODWHUDO�DVSHFW�RI�WKH�OLQHD�DVSHUD�WR�LQVHUW�LQWR�WKH�ODWHUDO�DVSHFW�RI�WKH�SDWHOOD�
DQG�ODWHUDO�SDWHOODU�UHWLQDFXOXP��,W�OLHV�XQGHUQHDWK�WKH�,7%�DQG�FRQWUDFWLRQ�RI�WKH�9/�SXVKHV�RXW�LQWR�
WKH�,7%��KHOSLQJ�WR�VWDELOL]H�WKH�ODWHUDO�NQHH�DQG�ORZHU�H[WUHPLW\�GXULQJ�VLQJOH�OHJ�VWDQFH��K\GUDXOLF�
DPSOL¿HU�RU�IDVFLDO�JDLQ�HIIHFW���:KLOH�QRW�GLUHFWO\�FURVVLQJ�WKH�KLS��WKURXJK�LWV�IDVFLDO�FRQQHFWLRQ�WR�
WKH�SHOYLV��DQG�LWV�GLVWDO�DWWDFKPHQW�RQ�WKH�NQHH��FRQWUDFWLRQ�RI�WKH�9/�FRQWULEXWHV�WR�LQWHUQDO�URWDWLRQ�
RI�WKH�KLS�

�� 9DVWXV� PHGLDOLV�� 7KH�90� DULVHV� IURP� DQ� DSRQHXURVLV� DWWDFKPHQW� RQ� WKH� PHGLDO� DVSHFW� RI� WKH�
OLQHD� DVSHUD� DQG� LQWHUPXVFXODU� VHSWXP� WR� DWWDFK� WR� WKH�PHGLDO� DVSHFW� RI� WKH� SDWHOOD� DQG� SDWHOODU�
UHWLQDFXOXP��7KH�90�IDVFLDOO\�EOHQGV�ZLWK�WKH�DGGXFWRU�FRPSOH[�WR�DLG�PHGLDO�VWDELOL]DWLRQ�RI�WKH�
NQHH��6WXGLHV�KDYH�GHPRQVWUDWHG�WKDW�WKH�90�LV�PRVW�DFWLYH�GXULQJ�WKH�ODVW����GHJUHHV��ZKLFK�OHG�WR�
WKH�GHYHORSPHQW�RI�UHKDELOLWDWLRQ�VWUDWHJLHV�WKDW�VWUHVV�WHUPLQDO�NQHH�H[WHQVLRQ��7.(��DV�D�PHDQV�RI�
LPSURYLQJ�PHGLDO�SDWHOODU�WUDFNLQJ��:KLOH�WKH�90�VHHPV�WR�EH�LPSRUWDQW�LQ�FRQWUROOLQJ�WKH�PHGLDO�
WUDFNLQJ�RI�WKH�SDWHOOD��7.(V�UDUHO\�LPSURYH�90�DFWLYLW\��QHFHVVLWDWLQJ�D�PRUH�IXQFWLRQDO�DSSURDFK�
WR�LPSURYLQJ�ODWHUDO�SDWHOODU�WUDFNLQJ�LVVXHV��7KLV�WRSLF�ZLOO�EH�H[SDQGHG�XSRQ�LQ�WKH�H[HUFLVH�VHFWLRQ��
6LPLODU�WR�WKH�9/��WKH�90�GRHV�QRW�FURVV�WKH�KLS�MRLQW��KRZHYHU��WKURXJK�IDVFLDO�FRQQHFWLRQV�DQG�LWV�
GLVWDO�IXQFWLRQ�RQ�WKH�NQHH��DFWLYDWLRQ�RI�WKH�90�FRQWULEXWHV�WR�H[WHUQDO�URWDWLRQ�RI�WKH�KLS���

�� 9DVWXV� LQWHUPHGLXV��7KH�9,�DULVHV� IURP� WKH�DQWHURODWHUDO� VXUIDFH�RI� WKH�XSSHU� WZR�WKLUGV�RI� WKH�
IHPXU�WR�LQVHUW�LQWR�WKH�SDWHOODU�WHQGRQ��7KH�9,�DVVLVWV�WKH�RWKHU�NQHH�H[WHQVRUV�LQ�NQHH�H[WHQVLRQ�
DQG�GHFHOHUDWLQJ�NQHH�ÀH[LRQ���

%((9'8367

7KH�IXQFWLRQ�RI�WKH�DGGXFWRU�FRPSOH[�±�LQFOXGLQJ�WKH�SHFWLQHXV��JUDFLOLV��DQG�DGGXFWRU�EUHYLV��$%U���
ORQJXV��$/J��DQG�PDJQXV��$0J��±�KDV�EHHQ�FODVVLFDOO\�GH¿QHG�LQ�DQDWRP\�WH[WV�DV�DGGXFWRUV�RI�WKH�
KLS�MRLQW��7KHUH�VHHPV�WR�EH�OLWWOH�DJUHHPHQW�EHWZHHQ�WKH�WH[WV�DV�WR�ZKHWKHU�WKHVH�PXVFOHV�DGGLWLRQDOO\�
DVVLVW�LQWHUQDO�RU�H[WHUQDO�URWDWLRQ�RI�WKH�KLS��+RZHYHU��D�FORVHU�ORRN�DW�WKH�VL]H�DQG�FRPSOH[LW\�RI�WKLV�
PXVFOH�FRPSOH[�VXJJHVWV�LW�KDV�D�PXFK�JUHDWHU�IXQFWLRQDO�UROH�WKDQ�KDV�EHHQ�SUHYLRXVO\�DVVLJQHG�����
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*LYLQJ� FUHGHQFH� WR� WKLV� SRLQW� DUH� WKH� YDVW� DWWDFKPHQW� UHJLRQV� RI� VHYHUDO� RI� WKH� DGGXFWRU�PXVFOHV��
)RU�H[DPSOH�� WKH�SUR[LPDO�SRUWLRQ�RI� WKH�$0J�VHUYHV�DV� WKH�RULJLQ�RI� WKH�YDVWXV�PHGLDOLV��DQG� WKH�
$/J� KDV� DWWDFKPHQWV� YLD� LWV� DSRQHXURVLV� WR� WKH�$0J� DQG�$%U� SRVWHULRUO\� DQG� WKH�90� DQWHULRUO\��
VXJJHVWLQJ�LWV�UROH�LQ�VWDELOL]DWLRQ�RI�WKH�PHGLDO�NQHH��7KH�DGGXFWRUV�DOVR�KDYH�D�VLJQL¿FDQW�UROH�LQ�
IXQFWLRQDO�DFWLYLWLHV�VXFK�DV�JDLW��7KH�DGGXFWRU�FRPSOH[��DORQJ�ZLWK�WKH�JOXWHXV�PHGLXV�PLQLPXV�DQG�
WKH�FRQWUDODWHUDO�TXDGUDWXV�OXPERUXP��PDNHV�XS�WKH�ODWHUDO�FKDLQ��7KH�ODWHUDO�FKDLQ�LV�UHVSRQVLEOH�IRU�
IURQWDO�SODQH�VWDELOL]DWLRQ�RI�WKH�/3+�FRPSOH[�GXULQJ�XQLODWHUDO�VWDQFH��VXFK�DV�GXULQJ�WKH�JDLW�F\FOH��LQ�
DGGLWLRQ�WR�VTXDWWLQJ�DQG�OXQJLQJ�PRYHPHQWV��7KH�DGGXFWRU�FRPSOH[�DGGLWLRQDOO\�VHUYHV�DV�SDUW�RI�WKH�
DQWHULRU�REOLTXH�FKDLQ��LSVLODWHUDO�LQWHUQDO�REOLTXH�DQG�DGGXFWRU�FRPSOH[�ZLWK�WKH�FRQWUDODWHUDO�H[WHUQDO�
REOLTXH�DQG�KLS�H[WHUQDO�URWDWRUV���SURYLGLQJ�WUDQVYHUVH�SODQH�VWDELOL]DWLRQ�GXULQJ�URWDWLRQDO�PRYHPHQW�
SDWWHUQV�VXFK�DV�VHHQ�GXULQJ�WKH�JDLW�F\FOH�DQG�LQ�WKURZLQJ��'XULQJ�JDLW��WKH�DGGXFWRUV�VKRZ�LQFUHDVHG�
DFWLYLW\�GXULQJ�WKH�VZLQJ�SKDVH�RI�JDLW��LQGLFDWLQJ�WKDW�WKH\�PD\�DVVLVW�ÀH[LRQ�DQG�ERWK�H[WHUQDO�DQG�
LQWHUQDO�URWDWLRQ�RI�WKH�KLS��7KH�DGGXFWRU�PDJQXV�VHHPV�WR�KDYH�FRQVWDQW�DFWLYDWLRQ�WKURXJKRXW�WKH�JDLW�
F\FOH�±�WKH�DQWHULRU�¿EHUV�DVVLVW�LQ�KLS�ÀH[LRQ��WKH�REOLTXH�¿EHUV�DVVLVW�LQ�KLS�DGGXFWLRQ��VWDQFH�SKDVH���
DQG�WKH�SRVWHULRU�¿EHUV�DLG�LQ�GHFHOHUDWLRQ�RI�KLS�H[WHQVLRQ�GXULQJ�WKH�WHUPLQDO�SKDVH�RI�JDLW��

473%7�1%.36��473%7�1-236��%2(�-0-%'97

3HUKDSV�QR�PXVFOHV�DUH�PRUH�PLVXQGHUVWRRG�DQG�KDYH�PRUH�G\VIXQFWLRQ�DWWULEXWHG�WR�WKHP�WKDQ�WKH�
SVRDV�PXVFOHV�� 6LPLODU� WR� WKH� JOXWHXV�PD[LPXV�� WKH� SVRDV�PDMRU� �30M�� KDV� YDVW� DWWDFKPHQWV� DQG��
IXQFWLRQV�RQ� WKH� VSLQH��SHOYLV�� DQG�KLS�� OHQGLQJ�FUHGHQFH� WR� LWV� LPSRUWDQW� IXQFWLRQDO� UROH��7KH�30M�
DULVHV� IURP� IDVFLDO� DWWDFKPHQWV� RQ� WKH� GLDSKUDJP�� DQWHULRU� DVSHFWV� RI� WKH� WUDQVYHUVH� SURFHVVHV���
YHUWHEUDO�ERGLHV��DQG�LQWHUYHUWHEUDO�GLVFV�RI�OHYHOV�/�±/���WR�DWWDFK�WR�WKH�OHVVHU�WURFKDQWHU�RI�WKH�IHPXU�
DV�ZHOO�DV�EOHQG� IDVFLDOO\�ZLWK� WKH�SHOYLF�ÀRRU�� ,W�KDV� VHYHUDO� LPSRUWDQW� IXQFWLRQDO� UROHV�� LQFOXGLQJ��
EXW�QRW�OLPLWHG�WR�

�� ÀH[LRQ��DEGXFWLRQ��DQG�H[WHUQDO�URWDWLRQ�RI�WKH�KLS�

�� HFFHQWULF�FRQWURO�RI�H[WHQVLRQ��DGGXFWLRQ��DQG�LQWHUQDO�URWDWLRQ�RI�WKH�KLS�

�� PDLQWHQDQFH�RI�KLS�FHQWUDWLRQ�DQG�DQ�RSWLPDO�D[LV�RI�URWDWLRQ��NH\�UROH��

�� DV�SDUW�RI�WKH�GHHS�PXVFOH�V\VWHP�RI�WKH�73&��LW�DLGV�FRPSUHVVLRQ�DQG�VWDELOL]DWLRQ�RI�WKH�OXPEDU�VSLQH�
�NH\�UROH��

6LQFH�WKH�PXVFOH�LV�ORFDWHG�YHU\�FORVH�WR�WKH�D[LV�RI�URWDWLRQ��LW�FRQWULEXWHV�RQO\�PLQLPDOO\�WR�VSLQDO�
PRWLRQ��%RJGXN��������+RZHYHU��LW�SURGXFHV�D�VLJQL¿FDQW�FRPSUHVVLYH�IRUFH�XSRQ�WKH�VSLQH��HVSHFLDOO\�
GXULQJ�D�VLW�XS�W\SH�PDQHXYHU��$�EHQH¿W�RI�WKH�VSLQDO�FRPSUHVVLRQ�SURGXFHG�E\�WKH�FRQWUDFWLRQ�RI�WKH�
SVRDV�LV�WKH�FUHDWLRQ�RI�VSLQDO�VWLIIQHVV��ZKLFK�FRXQWHUDFWV�WKH�DQWHULRU�SHOYLF�URWDWLRQ�WKDW�LV�FUHDWHG�
E\�FRQWUDFWLRQ�RI�WKH�LOLDFXV��0F*LOO��������$GGLWLRQDOO\��WKH�30M�SURYLGHV�VSLQDO�VWDELOLW\��ZKLFK�LV�
QHFHVVDU\�WR�SURYLGH�D�FRXQWHUIRUFH�GXULQJ�ORZHU�H[WUHPLW\�PRWLRQ��0F*LOO�DOVR�VXJJHVWV�WKDW�WKH�SVRDV�
DQG�LOLDFXV�DUH�VHSDUDWH�PXVFOHV�ZLWK�VHSDUDWH�WHQGRQV�DQG�QHUYH�LQQHUYDWLRQV��5HVHDUFK�E\�'DQJDULD�
DQG�1DHVK��������KDV�GHPRQVWUDWHG�WKDW�WKHUH�WHQGV�WR�EH�XQLODWHUDO�DWURSK\�RI�WKH�SVRDV�LQ�WKH�UHJLRQ�
RI�GLVF�KHUQLDWLRQV��PRVW�OLNHO\�RFFXUULQJ�VHFRQGDU\�WR�LQKLELWLRQ�E\�SDLQ��%DUNHU��6KDPOH\�DQG�-DFNVRQ�
�������QRWHG�VLPLODU�XQLODWHUDO�DWURSK\�LQ�ERWK�WKH�PXOWL¿GXV�DQG�SVRDV�RQ�WKH�VLGH�RI�ORZ�EDFN�SDLQ��
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7KH�SVRDV�PLQRU�DULVHV�IURP�WKH�DQWHULRU�VXUIDFH�RI�WKH�7���DQG�/��YHUWHEUDO�ERGLHV�WR�DWWDFK�RQ�WKH�
IURQW�RI�WKH�LQQRPLQDWH�DW�WKH�LQQRPLQDWH�OLQH�DQG�LOLRSHFWLQHDO�HPLQHQFH��:KLOH�LW�LV�VDLG�WR�EH�DEVHQW�
LQ�QHDUO\�����RI�WKH�SRSXODWLRQ��WKH�SVRDV�PLQRU�PD\�DSSHDU�DV�IDVFLDO�VOLSV�IURP�WKH�SVRDV�PDMRU�
�*LEERQV��������,W�IXQFWLRQV�WR�SRVWHULRUO\�URWDWH�WKH�SHOYLV��UHVLVWLQJ�WKH�DQWHULRU�SXOO�RI�WKH�RWKHU�KLS�
ÀH[RUV��ZKLFK�DFW�WR�DQWHULRUO\�URWDWH�WKH�SHOYLV��

7KH�LOLDFXV�OLHV�LQVLGH�WKH�LOLDF�IRVVD�DQG�DWWDFKHV�YLD�LWV�RZQ�WHQGRQ�WR�WKH�OHVVHU�WURFKDQWHU�RI�WKH�
IHPXU��,W�LV�WKH�RQO\�WUXH�KLS�ÀH[RU�DQG�ZLOO�DOVR�H[WHUQDOO\�URWDWH�DQG�DEGXFW�WKH�KLS��:LWK�WKH�IRRW�¿[HG�
RQ�WKH�JURXQG�LW�EHFRPHV�D�SRZHUIXO�DQWHULRU�URWDWRU�RI�WKH�SHOYLV��,W�GHFHOHUDWHV�H[WHQVLRQ��DGGXFWLRQ��
DQG�LQWHUQDO�URWDWLRQ�RI�WKH�KLS�DV�ZHOO�DV�SRVWHULRU�URWDWLRQ�RI�WKH�SHOYLV�

(=7*92'8-327�-2�03;)6�)<86)1-8=�4%88)627
7KHUH� DUH� VHYHUDO� FRPPRQ�PRYHPHQW� G\VIXQFWLRQV� WKDW� FDQ� EH� QRWHG� LQ� FRPPRQ� ORZHU� H[WUHPLW\�
SDWWHUQV��7KHVH� LQFOXGH� ORVV�RI�QHXWUDO�VSLQDO�VWDELOL]DWLRQ�DQG�DELOLW\� WR�DQWHULRUO\�URWDWH� WKH�SHOYLV�
GXULQJ�IRUZDUG�EHQGLQJ��ORVV�RI�KLS�VWDELOLW\�LQ�IURQWDO�SODQH�SDWWHUQV��ORVV�RI�WKH�VTXDUHG�SHOYLV��DQG�
JHQHUDO�ORVV�RI�VWDELOLW\�GXULQJ�XQLODWHUDO�RU�VLQJOH�OHJ�VWDQFH��

0377�3*�2)986%0�74-2%0�78%&-0->%8-32
'XULQJ� IRUZDUG� EHQGLQJ� LW� LV� FRPPRQ� IRU� FOLHQWV� WR� EH� XQDEOH� WR�PDLQWDLQ� D� QHXWUDO� OXPERSHOYLF�
DOLJQPHQW��7KH\�ZLOO�RIWHQ�ÀH[�WKURXJK�WKH�PRVW�PRELOH�DUHD�RI�WKH�VSLQH�DV�WKH\�UHDFK�IRUZDUG�LQ�WKH�
OXQJH�SRVLWLRQ��7KLV�ZLOO�DOVR�WHQG�WR�EH�WKH�DUHD�ZKHUH�WKH\�DOUHDG\�KDYH�RU�ZLOO�GHYHORS�SDLQ��1RWLFH�
WKH�WKRUDFLF�VSLQH�ÀH[LRQ�LQ�WKH�FOLHQW� WR�WKH�OHIW�EHFDXVH�KH�GRHV�QRW�DWWDLQ�HQRXJK�DQWHULRU�SHOYLF�
URWDWLRQ��$OVR�QRWLFH�WKH�FHUYLFRWKRUDFLF�K\SHUH[WHQVLRQ�EHFDXVH�KH�LV�FXHG�WR�NHHS�ORRNLQJ�XS�DV�KH�
UHDFKHV�IRUZDUG��

&RUUHFWLRQ�� &XH� WKH� FOLHQW� WR�PDLQWDLQ� D� QHXWUDO� VSLQH�
SRVLWLRQ�DV�WKH\�UHDFK�IRUZDUG��HVSHFLDOO\�LI�WKH\�DUH�OLIWLQJ�
D�VLJQL¿FDQW�ORDG�DQG�RU�DUH�H[SHULHQFLQJ�EDFN�RU�VSLQDO�
SDLQ��7KLV�PD\�OLPLW�WKHLU�RYHUDOO�UDQJH�RI�PRWLRQ��LW�ZLOO�
KRZHYHU�VSDUH�WKHLU�VSLQH�IURP�ÀH[LRQ�UHODWHG�IRUFHV��
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0377�3*�,-4�78%&-0-8=
:KLOH� LW� LV�FRPPRQ�LQ�PRVW�XQLODWHUDO�SDWWHUQV�� ORVV�RI�KLS�VWDELOLW\�FDQ�EH�VHHQ�PRVW�HDVLO\� LQ� WKH�
IURQWDO�SODQH�SDWWHUQ��7KH�IXQFWLRQ�RI�WKH�ODWHUDO�VWDELOL]DWLRQ�FKDLQ�LV�WR�PDLQWDLQ�VWDELOLW\�LQ�WKH�IURQWDO�
SODQH��,Q�WKLV�SODQH��WKH�KLS�PXVW�UHPDLQ�LQVLGH�WKH�ORDGHG�OHJ��,QVWDELOLW\�FDQ�EH�QRWHG�ZKHQ�WKH�ERG\�
ZHLJKW�VKLIWV�WRR�IDU�ODWHUDOO\�RXWVLGH�WKH�VWDQFH�OHJ��1RWH�LQ�WKH�LPDJH�EHORZ��WKH�LQGLYLGXDO¶V�ERG\�
ZHLJKW�VKLIWV�RXWVLGH�WKHLU�EDVH�RI�VXSSRUW��

&RUUHFWLRQ�� /LPLW� WKH� LQGLYLGXDO¶V� UDQJH� RI� PRWLRQ�
VR� WKDW� WKHLU� ERG\�ZHLJKW� UHPDLQV�ZLWKLQ� WKHLU� EDVH� RI�
VXSSRUW��7KH\�VKRXOG�IHHO�WKH�ZHLJKW�RQ�WKH�LQVLGH�UDWKHU�
WKDQ�WKH�RXWVLGH�RI�WKH�IRRW�WKDW�WKH\�DUH�ORDGLQJ��DQG�WKH�
LSVLODWHUDO�NQHH�PXVW�UHPDLQ�LQ�OLQH�RI�WKH�IRRW�DQG�KLS��

0377�3*�8,)�759%6)(�4)0:-7
,Q� WKH�VTXDUHG�SHOYLV��FRQWURO�RI� WKH�SHOYLV� LV�PDLQWDLQHG�E\�WKH�PHGLDO�VWDELOL]DWLRQ�FKDLQ��DQG�WKH�
LOLDF� FUHVWV� UHPDLQV� OHYHO�ZKLOH� DOLJQPHQW� LV�PDLQWDLQHG� LQ� WKH� KLS�� NQHH�� DQG� DQNOH�IRRW� FRPSOH[�
�OHIW�LPDJH���:KHQ�PHGLDO�FRQWURO�LV�ORVW��WKH�SHOYLV�ODWHUDOO\�VKLIWV�RQ�WKH�VXSSRUW�VLGH�DQG�WKHUH�LV�
VXEVHTXHQW�LQWHUQDO�URWDWLRQ�DQG�DGGXFWLRQ�RI�WKH�ORZHU�H[WUHPLW\��OHIW�LPDJH�EHORZ��

7KH�VTXDUHG�SHOYLV�PXVW�EH�PDLQWDLQHG�GXULQJ�
IXQFWLRQDO� SDWWHUQLQJ�� 7KH� FOLHQW� SODFHV� WKHLU�
KDQGV� RQ� WKH� SHOYLV� WR� KHOS� PRQLWRU� WKLV�
SRVLWLRQ�DV� WKH\� ORZHU� WKHPVHOYHV� LQ� WKH�VSOLW�
VTXDW� SRVLWLRQ� �ULJKW� LPDJH���:KHQ� WKH\� ORVH�
FRQWURO��WKHLU�SHOYLV�WLOWV�DQG�VKLIWV�WRZDUGV�WKH�
IRUZDUG�OHJ��OHIW�LPDJH���

&RUUHFWLRQ�� 7KH� FOLHQW� VKRXOG� EH� FXHG� WR�
DFWLYDWH�WKH�GHHS�JOXWHXV�PD[LPXV�DQG�GHHS�KLS�
URWDWRUV�WR�SXOO�WKHLU�SHOYLV�EDFN�LQWR�SRVLWLRQ��
,I�WKH\�FDQQRW�EH�FXHG�RXW�RI�WKLV�SRVLWLRQ��WKH�
ORZHU�¿EHUV�RI�JOXWHXV�PD[LPXV�DQG�WKH�GHHS�
H[WHUQDO�URWDWRUV�PD\�QHHG�WR�EH�DFWLYDWHG���
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7KH� VTXDUHG� SHOYLV� PXVW� DOVR�
EH� PDLQWDLQHG� GXULQJ� VLQJOH� OHJ�
SDWWHUQV� VXFK� DV� VLQJOH� OHJ� DQG�
PDUFKLQJ� EULGJHV�� 1RWLFH� KRZ� WKH�
FOLHQW�PDLQWDLQV�D�OHYHO�SHOYLV�DV�WKH�
OHJ� LV� OLIWHG� WR�SHUIRUP�D�VLQJOH� OHJ�
EULGJH��OHIW�LPDJH���$V�WKH\�IDWLJXH��
WKH\�ORVH�FRQWURO��DOORZLQJ�WKH�SHOYLV�
WR� WLOW� WRZDUGV� WKH� UDLVHG� OHJ� �ULJKW�
LPDJH���7KH�FOLHQW�VKRXOG�EH�FXHG�WR�
PDLQWDLQ�RSWLPDO�KLS�SRVLWLRQLQJ�E\�
SODFLQJ�WKHLU�KDQGV�RQ�WKHLU�SHOYLV�DQG�IRFXVLQJ�RQ�FRUH�DFWLYDWLRQ��7KH�WUDLQHU�RU�WKHUDSLVW�VKRXOG�DOVR�
KDYH�WKH�FOLHQW�FRQQHFW�WKHLU�PHGLDO�VWDELOL]DWLRQ�FKDLQ�±�WKH�PHGLDO�FROXPQ�RI�WKH�IRRW��YDVWXV�PHGLDOLV��
DGGXFWRU�FRPSOH[��DQG�GHHS�PHGLDO�JOXWHXV�PD[LPXV�±�WR�KHOS�WKHP�PDLQWDLQ�LGHDO�KLS�DOLJQPHQW��,I�
WKHVH�FXHV�GR�QRW�PDNH�D�VLJQL¿FDQW�GLIIHUHQFH��WKH�WUDLQHU�RU�WKHUDSLVW�FDQ�WU\�DQ�DFWLYDWLRQ�VWUDWHJ\��
DQG�LI�WKLV�IDLOV�WR�KHOS��WKHQ�WKH�SDWWHUQ�PXVW�EH�UHJUHVVHG�XQWLO�WKH�FOLHQW�LV�DEOH�WR�VXI¿FLHQWO\�VWDELOL]H�
WKH�SDWWHUQ��

0377�3*�78%&-0-8=�-2�7-2+0)�0)+�78%2')
0DQ\� FOLHQWV� LQ� WKH� J\P� VHWWLQJ� DUH� LQVWUXFWHG� WR� SHUIRUP� XQLODWHUDO� ORZHU� H[WUHPLW\� SDWWHUQV� ±�
HYHU\WKLQJ�IURP�SHUIRUPLQJ�XSSHU�ERG\�H[HUFLVHV�WR�VLQJOH�OHJ�DFWLYLWLHV�SHUIRUPHG�RQ�ODELOH�HTXLSPHQW��
8QIRUWXQDWHO\��PRVW�RI�WKHVH�LQGLYLGXDOV�DUH�QRW�FXHG�SURSHUO\�DQG�GR�QRW�KDYH�DGHTXDWH�VWDELOLW\�WR�
VXSSRUW�WKHPVHOYHV�LQ�WKLV�SRVLWLRQ��7KH�SUHPLVH�WKDW�LV�KHOG�LQ�WKH�¿WQHVV�DQG�UHKDELOLWDWLYH�LQGXVWULHV�
DOLNH�LV�WKDW�LI�OLIH�DQG�VSRUWV�RFFXU�PRVWO\�RQ�RQH�OHJ��FOLHQWV�PXVW�SHUIRUP�ORZHU�H[WUHPLW\�SDWWHUQV�
RQ�RQH�OHJ��$JDLQ��UDUHO\�DUH�WKH�FOLHQWV�DQG�SDWLHQWV�FXHG�RU�HYDOXDWHG�IRU�WKHLU�DELOLW\�WR�EH�RQ�RQH�
OHJ�RWKHU�WKDQ�E\�WKH�IDFW�WKDW�WKH\�DUH�DEOH�WR�GR�LW��7KHUH�DUH�IRXU�PDLQ�LQGLFDWRUV�WKDW�GHPRQVWUDWH�
LQVWDELOLW\�GXULQJ�VLQJOH�OHJ�ORDGLQJ��

��� 1RQ�FRPSHQVDWHG�7UHQGHOHQEXUJ��$�SRVLWLYH�7UHQGHOHQEXUJ¶V�VLJQ�LV�ZKHUH�WKH�SHOYLV�GURSV�RQ�
WKH�XQVXSSRUWHG�VLGH�RU�WKH�VLGH�RI�KLS�ÀH[LRQ��LPDJH�EHORZ�OHIW���7KLV�LV�JHQHUDOO\�DFFRPSDQLHG�
E\�KLS�DEGXFWLRQ�DQG�LQWHUQDO�URWDWLRQ�DQG�UHVXOWV�LQ�WKH�FODVVLF�PRGHO�JDLW��,W�LV�DOVR�WKH�JDLW�SDWWHUQ�
WKDW�IHHGV�LQWR�LQMXULHV�RI�WKH�PHQLVFXV��PHGLDO�FROODWHUDO��DQG�DQWHULRU�FUXFLDWH�OLJDPHQWV�RI�WKH�
NQHH��

��� &RPSHQVDWHG�7UHQGHOHQEXUJ��$�FRPSHQVDWHG�
7UHQGHOHQEXUJ¶V� JDLW� RFFXUV� ZKHQ� WKH� FOLHQW�
KDV� FRPSHQVDWHG� IRU� WKH� ODFN� RI� VWDELOLW\� E\�
VKLIWLQJ�WKHLU�WUXQN�RYHU�WKH�VWDQFH�KLS��LPDJH�
WR�ULJKW���7KLV�LQGLYLGXDO�XVXDOO\�GHPRQVWUDWHV�
D� ZDGGOLQJ�W\SH� JDLW� DV� WKHLU� WUXQN� VKLIWV�
H[FHVVLYHO\�LQ�WKH�IURQWDO�SODQH��

1RQ�FRPSHQVDWHG��OHIW���FRPSHQVDWHG��ULJKW��
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��� %XWW�JULSSLQJ�DQG�DQWHULRU�KLS�VKHDU��7KLV�RFFXUV�ZKHQ�WKH�
FOLHQW�DWWHPSWV�WR�VWDELOL]H�WKHPVHOYHV�LQ�D�VLQJOH�OHJ�VWDQFH�E\�
RYHU�JULSSLQJ�WKHLU�GHHS�KLS�URWDWRUV��ZKLFK�SRVWHULRUO\�URWDWHV�
WKH�LOLXP�DQG�GULYHV�WKH�KLS�DQWHULRUO\�LQ�WKH�VRFNHW��7KLV�FOLHQW�
ZLOO�SUHVHQW�ZLWK�D�KXJH�GLYRW�LQ�WKH�ODWHUDO�DVSHFW�RI�WKH�SHOYLV�
LQ� D� VWDQGLQJ� SRVWXUH��ZKLFK�ZLOO� LQFUHDVH� DV� WKH\� VKLIW� WKHLU�
ZHLJKW� RQWR� WKH� VWDQFH� OHJ�� *HQHUDOO\�� WKLV� FOLHQW� ZLOO� KROG�
WKHLU�FHQWHU�RI�JUDYLW\�EHKLQG�WKHLU�VXSSRUW� OHJ�DQG�DOVR�KDYH�
FRQFXUUHQW�DEGRPLQDO�JULSSLQJ��

&RUUHFWLRQ��7KH�FOLHQW�VKRXOG�EH�FXHG�WR�UHOD[�WKHLU�KLSV�ZKLOH�
SHUIRUPLQJ�DFWLYLWLHV�RI�GDLO\�OLYLQJ�DQG�WR�VSUHDG�WKURXJK�WKHLU�
LVFKLDO� WXEHURVLWLHV�RU�VLQN� WKH�KLS�EDFN�LQ� WKH�VRFNHW�DV� WKH\�
SHUIRUP�VTXDWWLQJ�DQG�OXQJLQJ�SDWWHUQV��

��� )RRW�JULSSLQJ��([FHVVLYH�WRH�JULSSLQJ�RFFXUV�ZKHQ�WKH�FOLHQW�DWWHPSWV� WR�VWDELOL]H� WKHPVHOYHV�
E\�RYHUXWLOL]LQJ�WKH�ORQJ�WRH�ÀH[RUV�DQG�PXVFOHV�RI�WKH�SRVWHULRU�FRPSDUWPHQW�UDWKHU�WKDQ�E\�WKH�
IRRW�LQWULQVLFV��LPDJHV�EHORZ���:KHQ�O\LQJ�LQ�D�UHOD[HG�SRVLWLRQ��WKH\�ZLOO�JHQHUDOO\�GHPRQVWUDWH�
ÀH[LRQ�RI�WKH�LQWHUSKDODQJHDO�MRLQWV��FODZLQJ��RU�KDPPHULQJ�RI�WKH�WRHV�EHFDXVH�RI�WKH�FKURQLF�
RYHUXWLOL]DWLRQ�RI�WKLV�VWUDWHJ\��

&RUUHFWLRQ��7KH�FOLHQW�PXVW�EH�UHJUHVVHG�WR�D�SDWWHUQ�ZKHUH�WKH\�FDQ�EH�VXFFHVVIXO�DQG�GHPRQVWUDWH�
JRRG�VWDELOLW\�XQWLO� WKH\�VKRZ�LPSURYHG�VWDELOLW\��3URSHU�FXLQJ�VKRXOG�DOVR�EH�XWLOL]HG�EXW� LI�D�
FOLHQW�LV�GHPRQVWUDWLQJ�RQH�RI�WKH�DERYH�SDWWHUQV��LW�LV�OLNHO\�WKH\�DUH�VKRZLQJ�VLJQV�RI�LQVWDELOLW\�
WKDW�WKH\�FDQQRW�EH�FXHG�RXW�RI��,PSURYH�WKHLU�DUHDV�RI�IXQFWLRQDO�GH¿FLW�DQG�WKHLU�VWDELOLW\�LQ�VSOLW�
DQG�VXSSRUWHG�SRVLWLRQV�SULRU�WR�PRYLQJ�WKHP�WR�VLQJOH�OHJ�SDWWHUQV��
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8,)�3:)6%'8-:)�4378)6-36�,-4�'3140)<
2YHUDFWLYDWLRQ�RI� WKH�GHHS�KLS� URWDWRUV�� RWKHUZLVH� UHIHUUHG� WR� DV� µEXWW� JULSSLQJ¶� E\�'LDQH�/HH� DQG�
/LQGD�-R\�/HH��LV�D�FRPPRQ�FDXVH�RI�KLS�G\VIXQFWLRQ��$V�WKH�QDPH�VXJJHVWV��WKLV�SDWWHUQ�LV�FDXVHG�E\�
D�FRQWUDFWLRQ�RI�WKH�GHHS�KLS�URWDWRUV�DQG�VXSHU¿FLDO�JOXWHXV�PD[LPXV�DQG�ORRNV�DV�LI�WKH�LQGLYLGXDO�
LV�VWDQGLQJ�RU�ZDONLQJ�LQ�D�SHUSHWXDO�FRQWUDFWLRQ��,Q�DFWXDOLW\�� WKH\�DUH��7KLV�VWDELOL]DWLRQ�SDWWHUQ�LV�
D�UHVXOW�RI�VHYHUDO�FDXVHV��LQFOXGLQJ�WU\LQJ�WR�PDNH�WKH�UHDU�HQG�ORRN�VPDOOHU��JHQHUDOO\�IHPDOHV�DUH�
JXLOW\�RI�WKLV���ZHDNQHVV�LQ�WKH�SHOYLF�ÀRRU��FDXVLQJ�UHÀH[LYH�RYHUDFWLYDWLRQ�RI�WKH�GHHS�KLS�URWDWRUV�
DQG�DGGXFWRUV�� LQVWDELOLW\� DQ\ZKHUH� LQ� WKH� ORZHU� H[WUHPLW\�� FDXVLQJ�RYHUDFWLYDWLRQ�RI� WKH�SRVWHULRU�
KLS�PXVFXODWXUH��DQG�OHDUQHG�FXLQJ�WHFKQLTXHV�IURP�WUDLQHUV�DQG�WKHUDSLVWV�ZKR�VWUHVV�WR�µVTXHH]H�WKH�
JOXWHV�DV�KDUG�DV�SRVVLEOH�¶�

3DOSDWLRQ�RYHU�WKH�ODWHUDO�KLS�UHJLRQ�MXVW�EHKLQG�WKH�JUHDWHU�WURFKDQWHU�ZLOO�UHYHDO�DQ�LQGHQWDWLRQ�RU�
KROORZLQJ��FUHDWHG�E\�RYHUDFWLYDWLRQ�RI� WKH�GHHS�H[WHUQDO� URWDWRUV�RI� WKH�KLS��VHH� LPDJH�EHORZ��� ,Q�
VXSLQH�SRVLWLRQ��WKH�KHDG�RI�WKH�IHPXU�FDQ�EH�SDOSDWHG�E\�SODFLQJ�WKH�KDQGV�MXVW�PHGLDO�WR�WKH�DQWHULRU�
VXSHULRU�LOLDF�VSLQH��$6,6��DQG�SXVKLQJ�OLJKWO\�SRVWHULRUO\��,W�LV�FRPPRQ�WR�SDOSDWH�LQFUHDVHG�WRQH�RU�
µIXOOQHVV¶�LQ�WKH�WHQVRU�IDVFLDH�ODWDH��MXVW�ODWHUDO�WR�WKH�$6,6���:LWK�WKLV�µJULSSLQJ¶�SDWWHUQ��WKH�KHDG�
RI�WKH�IHPXU�ZLOO�JHQHUDOO\�EH�SXVKHG�IRUZDUG�DQG�VXSHULRU�LQ�WKH�DFHWDEXOXP��1RW�VR�LURQLFDOO\��WKH�
VXSHURDQWHULRU�DVSHFW�RI�WKH�IHPRUDO�KHDG�LV�WKH�PRVW�FRPPRQ�UHJLRQ�RI�FDUWLODJLQRXV�GHJHQHUDWLYH�
FKDQJHV�RI�WKH�KLS�

��������%XWW�JULSSLQJ��OHIW���WKH�FOLHQW�LV�FXHG�WR�UHOD[�WKURXJK�WKH�KLSV��ULJKW���

%\�FXLQJ�WKH�LQGLYLGXDO�WR�UHOD[�WKH�KLSV�DQG�VSUHDG�WKH�VLW�ERQHV��DUURZV���WKHUH�LV�D�FKDQJH�LQ�WKH�
WRQH�LQ�WKH�SRVWHULRU�KLS�UHJLRQ��LPDJH�WR�WKH�ULJKW���3DOSDWLRQ�RYHU�WKH�DQWHULRU�KLS�UHJLRQ�ZLOO�UHYHDO�
WKH�KHDG�RI�WKH�IHPXU�KDV�EHHQ�FHQWHUHG�LQ�WKH�VRFNHW�VHFRQGDU\�WR�WKH�UHOD[DWLRQ�RI�WKH�SRVWHULRU�
KLS�PXVFOHV��

:KLOH�WKH�SUHYLRXV�WHFKQLTXH�LV�H[WUHPHO\�HIIHFWLYH�IRU�UHOHDVLQJ�EXWW�JULSSLQJ�SDWWHUQV��VRPH�LQGL�
YLGXDOV�UHTXLUH�PRUH�VSHFL¿F�WHFKQLTXHV�IRU�GHFUHDVLQJ�DFWLYDWLRQ�RI�WKH�GHHS�KLS�URWDWRUV�DQG�RU�WKH�
SRVWHULRU�KLS�FDSVXOH��7KH�QH[W�VHFWLRQ�GHPRQVWUDWHV�D� UHOHDVH� WHFKQLTXH�HIIHFWLYH� IRU� UHOHDVLQJ� WKH�
SRVWHULRU�KLS�FDSVXOH�DV�ZHOO�DV�UHGXFLQJ�P\RIDVFLDO�UHVWULFWLRQV�
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'31132�'32(-8-327�3*�8,)�03;)6�)<86)1-8=
,Q� D� ����� VWXG\� RI� DSSUR[LPDWHO\� ������ LQGLYLGXDOV� ZKR� UHSRUWHG� LQMXULHV� DV� D� UHVXOW� RI� UXQQLQJ��
SDWHOORIHPRUDO� SDLQ� V\QGURPH� ZDV� WKH� PRVW� FRPPRQ� RYHUXVH� LQMXU\�� IROORZHG� E\� LOLRWLELDO� EDQG�
IULFWLRQ�V\QGURPH��SODQWDU�IDVFLLWLV��PHQLVFXV�LQMXULHV��DQG�SDWHOODU�WHQGLQRSDWKLHV��7DXQWRQ�HW�DO��������
7KHVH�LQMXULHV�DUH�DOVR�FRPPRQ�LQ�PDQ\�FDUGLRYDVFXODU�W\SH�H[HUFLVHV�WKDW�UHTXLUH�UHSHWLWLYH�PRWLRQ��
LQFOXGLQJ�F\FOLQJ��ZDONLQJ�RQ�WKH�WUHDGPLOO�RU�RXWGRRUV��DQG�XVLQJ�DQ�HOOLSWLFDO�W\SH�WUDLQLQJ�PDFKLQH��
7KHUH�DUH�VHYHUDO�FRPPRQ�RYHUXVH�LQMXULHV�DIIHFWLQJ�WKH�ORZHU�NLQHWLF�FKDLQ�DQG�YDULRXV�FDXVHV�IRU�
WKHVH�FRQGLWLRQV��DOWKRXJK�PDQ\�RI�WKHP�WHQG�WR�KDYH�RYHUODSSLQJ�HWLRORJLHV��7KHVH�FRQGLWLRQV�LQFOXGH�
LOLRWLELDO�EDQG�V\QGURPH��SDWHOORIHPRUDO�SDLQ�V\QGURPH��ODEUDO�WHDU��KDPVWULQJ�VWUDLQV��KLS�LPSLQJHPHQW�
DQG�JURLQ�SDLQ��DQG�DQWHULRU�FUXFLDWH�OLJDPHQW�WHDUV��ZKLFK�ZLOO�EH�GLVFXVVHG�EHORZ��

-0-38-&-%0�&%2(�7=2(631)
,OLRWLELDO�EDQG�V\QGURPH�LV�FRPPRQ�LQ�DWKOHWHV�VXFK�DV�UXQQHUV�ZKR�SHUIRUP�UHSHWLWLYH�DFWLYLWLHV�WKDW�
LQYROYH�ORDG�EHDULQJ�WKURXJK�WKH� ORZHU�H[WUHPLW\��,W� LV�FKDUDFWHUL]HG�E\�SDLQ�DW� WKH�GLVWDO�DVSHFW�RI�
WKH�LOLRWLELDO�EDQG�DV�LW�FURVVHV�WKH�ODWHUDO�FRQG\OH�RI�WKH�IHPXU�WR�LQVHUW�LQWR�ERWK�WKH�ODWHUDO�SDWHOODU�
UHWLQDFXOXP�DQG�*HUG\¶V�WXEHUFOH�RI�WKH�WLELD��,W�LV�FRPPRQO\�UHIHUUHG�WR�DV�D�IULFWLRQ�V\QGURPH��DV�
UHSHWLWLYH�FRQWUDFWLRQV�RI�WKH�WHQVRU�IDVFLDH�ODWDH��LQ�DGGLWLRQ�WR�PRYHPHQW�RI�WKH�KLS�DQG�NQHH��FDXVH�
WKH�EDQG�WR�UXE�DFURVV�WKH�ODWHUDO�FRQG\OH��7KHUH�DUH�WZR�SULPDU\�FRQWULEXWLQJ�IDFWRUV�IRU�WKLV�FRQGLWLRQ�

��� %RWK� WKH� JOXWHXV� PD[LPXV� DQG� WKH� WHQVRU� IDVFLDH� ODWDH� LQVHUW� LQWR� WKH� LOLRWLELDO� EDQG� DQG� DUH�
UHVSRQVLEOH� IRU� VWDELOL]DWLRQ�RI� WKH� ORZHU� H[WUHPLW\� GXULQJ� WKH� VXSSRUW� SKDVH� RI� WKH� JDLW� F\FOH�
RU�ZKHQ�VTXDWWLQJ��OXQJLQJ��FOLPELQJ�VWDLUV��HWF��,Q�WKH�SUHVHQFH�RI�JOXWHXV�PD[LPXV�LQKLELWLRQ��
WKH�WHQVRU�IDVFLDH�ODWDH�LV�XQFKHFNHG��FUHDWLQJ�D�PRUH�DQWHULRU�SXOO�RI�WKH�LOLRWLELDO�EDQG�RYHU�WKH�
ODWHUDO� FRQG\OH��7KH� WHQVRU� IDVFLDH� ODWDH� FDQ� DOVR� EH� XS�UHJXODWHG� DV� D� IURQWDO� SODQH� VWDELOL]HU�
ZLWK� LQKLELWLRQ�RI� WKH�JOXWHXV�PHGLXV�� RU� DV� D�KLS�ÀH[RU�ZLWK�SVRDV�PDMRU� LQKLELWLRQ��%HFDXVH�
RI�V\QHUJLVW�GRPLQDQFH��WKH�WHQVRU�IDVFLDH�ODWDH�ZLOO�EHFRPH�PRUH�DGHSW�DW�VWDELOL]LQJ�WKH�ORZHU�
H[WUHPLW\��KRZHYHU�� LW�ZLOO�DOVR�GULYH�PRUH�LQWHUQDO�RI� WKH�ORZHU�H[WUHPLW\�DQG�WKHUHIRUH�FDXVH�
IULFWLRQ�RI�WKH�LOLRWLELDO�EDQG�

��� 7KH�KLS�DEGXFWRUV�PXVW�VXSSRUW�DSSUR[LPDWHO\� WZR�DQG�D�KDOI� WLPHV� WKH�ERG\�ZHLJKW� LQ�VLQJOH�
OHJ�VWDQFH��)DJHUVRQ�������DQG�VLJQL¿FDQWO\�PRUH�ZKHQ�UXQQLQJ��,QKLELWLRQ�RI�WKH�KLS�DEGXFWRUV��
ZKLFK�KDV�EHHQ�UHODWHG�WR�DQNOH�LQVWDELOLW\��%HFNPDQ�DQG�%XFKDQDQ��������FDQ�FDXVH�D�V\QHUJLVW�
GRPLQDQFH�RI�WKH�WHQVRU�IDVFLDH�ODWDH�LQ�IURQWDO�SODQH�VWDELOL]DWLRQ�RI�WKH�ORZHU�OHJ��7KLV�OHDGV�WR�
VLPLODU�ELRPHFKDQLFDO�FKDQJHV�DV�QRWHG�DERYH��OHDGLQJ�WR�LOLRWLELDO�EDQG�IULFWLRQ�V\QGURPHV��

4%8)003*)136%0�4%-2�7=2(631)
3DWHOORIHPRUDO�SDLQ�V\QGURPH��3)36��LV�D�SDLQIXO�FRQGLWLRQ�WKDW�UHVXOWV�IURP�FDUWLODJLQRXV�FKDQJHV�RI�
WKH�DUWLFXODU�VXUIDFHV�EHWZHHQ�WKH�SDWHOOD�DQG�WKH�IHPRUDO�FRQG\OH��7KH�FOLHQW�JHQHUDOO\�H[SHULHQFHV�
WKH�PRVW�SDLQ�ZKHQ�ZDONLQJ�GRZQ�VWDLUV�RU�SHUIRUPLQJ�GHHS�VTXDWV��:KLOH�WKHUH�DUH�PDQ\�HWLRORJLHV��
H[FHVVLYH�IRUZDUG�VKHDU�RI�WKH�NQHH�RU�LQWHUQDO�URWDWLRQ�RI�WKH�NQHH�WKDW�FUHDWHV�ODWHUDO�WUDFNLQJ�RI�WKH�
SDWHOOD�DUH�WZR�FRPPRQ�FDXVHV��7KHVH�SDWWHUQV�DUH�JHQHUDOO\�VHW�XS�E\�SRRU�DQNOH�GRUVLÀH[LRQ�DQG�RU�
KLS�ÀH[LRQ�GXULQJ�VTXDWWLQJ��OXQJLQJ��RU�ZDONLQJ�GRZQ�VWDLUV��DV�ZHOO�DV�XQFRQWUROOHG�LQWHUQDO�URWDWLRQ��
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,QFUHDVHG�YDOJRVLW\�DQG�LQWHUQDO�NQHH�URWDWLRQ�LV�DOVR�UHODWHG�WR�LQFUHDVHV�LQ�WKH�TXDGULFHSV�DQJOH�RU�
4�DQJOH��DQJOH�IRUPHG�E\�DQ�LQWHUVHFWLQJ�OLQH�GUDZQ�IURP�WKH�DQWHULRU�VXSHULRU�LOLDF�VSLQH�WKURXJK�WKH�
PLG�SDWHOOD�DQG�RQH�GUDZQ�IURP�WKH�PLG�SDWHOOD�WKURXJK�WKH�FHQWHU�RI�WKH�WLELDO�WXEHUFOH��DQG�KDV�EHHQ�
VXJJHVWHG�DV�D�FRQWULEXWLQJ�FDXVH�RI�ODWHUDO�WUDFNLQJ�RI�WKH�SDWHOOD�DQG�LQFUHDVHG�GHJHQHUDWLYH�FKDQJHV�
RI� WKH� NQHH��%HFDXVH� RI� D� UHODWLYHO\� JUHDWHU�4�DQJOH� DQG� GH¿FLWV� LQ� HFFHQWULF� FRQWURO� RI� WKH� ORZHU�
H[WUHPLW\��SDWHOORIHPRUDO�SDLQ�V\QGURPH�WHQGV�WR�EH�PRUH�FRPPRQ�LQ�IHPDOHV��

)HPDOHV�ZLWK�3)36�KDYH�GHPRQVWUDWHG�SRRU�HFFHQWULF�FRQWURO�DQG�LQFUHDVHG�DGGXFWLRQ�SRVLWLRQV�DV�
FRPSDUHG� WR� FRQWURO� SDUWLFLSDQWV� �%DOGRQ� HW� DO� ������� ,W� LV� EHOLHYHG� WKDW� SRRU� HFFHQWULF� FRQWURO� RI�
WKH�KLS�E\�WKH�KLS�DEGXFWRUV�OHDGV�WR�WKLV�LQFUHDVH�LQ�IURQWDO�SODQH�PHFKDQLFV��7UDLQLQJ�RI�HFFHQWULF�
FRQWURO�RI�KLS�DEGXFWLRQ�LV�WKHUHIRUH�UHFRPPHQGHG�DV�D�SUHYHQWDWLYH�IRU�UHSHWLWLYH�IXQFWLRQDO�DFWLYLWLHV�
�%DOGRQ�HW�DO���

0%&6%0�8)%67
7HDULQJ�RI�WKH�DFHWDEXODU�ODEUXP�ZDV�¿UVW�GLDJQRVHG�LQ�������*URK�DQG�+HUUHUD��������'XH�WR�DGYDQFHV�
LQ�05,� WHFKQRORJ\� DQG� FOLQLFDO� DZDUHQHVV�� WKHUH� KDV� EHHQ� D� UHFHQW� LQFUHDVH� LQ� WKH� GLDJQRVLV� DQG�
WUHDWPHQW�RI�DFHWDEXODU�ODEUDO�WHDUV�LQ�UHFHQW�\HDUV��$�WHDU�RI�WKH�DFHWDEXODU�ODEUXP�LV�JHQHUDOO\�D�UHVXOW�
RI�UHSHWLWLYH�WUDXPD��KRZHYHU��D�VXGGHQ�DFXWH�WUDXPD�VXFK�DV�D�IDOO�ZLWK�OHJV�VSOLW�FDQ�DOVR�UHVXOW�LQ�
ODEUDO�LQMXULHV��7KHVH�WHDUV�DUH�JHQHUDOO\�PRUH�FRPPRQ�LQ�WKH�DWKOHWLF�SRSXODWLRQ��HVSHFLDOO\�WKRVH�ZKR�
DUH�SHUIRUPLQJ�KLJK�OHYHO�DFWLYLWLHV�VXFK�DV�UXQQLQJ��DFWLYLWLHV�UHTXLULQJ�VLJQL¿FDQW�LQWHUQDO�KLS�URWDWLRQ�
VXFK� DV� WHQQLV�� JROI�� DQG�EDVHEDOO�� DQG� VSRUWV� UHTXLULQJ� VKDUS� FXWWLQJ�PRWLRQV� VXFK� DV�PDUWLDO� DUWV��
VRFFHU��DQG�EDVNHWEDOO��*HQHUDO�FOLQLFDO�VLJQV�LQFOXGH�VWLIIQHVV�RI�WKH�KLS�MRLQW��HVSHFLDOO\�LQ�LQWHUQDO�
URWDWLRQ�DQG�DEGXFWLRQ��FOLFNLQJ�RU�FDWFKLQJ�LQ�WKH�MRLQW��DQG�SDLQ�DW�WKH�HQG�UDQJHV�RI�PRWLRQ��3RRU�
FHQWUDWLRQ�RI�WKH�IHPRURDFHWDEXODU�MRLQW�DQG�ODFN�RI�RSWLPDO�PXVFOH�DFWLYDWLRQ�V\QHUJLHV�DURXQG�ERWK�
WKH�KLS� DQG� WKH� OXPERSHOYLF�KLS� MXQFWLRQ� DUH� FRPPRQ�SUHGLVSRVLQJ� IDFWRUV� LQ� FOLHQWV� H[SHULHQFLQJ�
ODEUDO�WHDUV�UHODWLQJ�WR�UHSHWLWLYH�WUDXPDV��0RVW�ODEUDO�WHDUV�LQ�WKH�8QLWHG�6WDWHV�WHQG�WR�EH�DQWHULRU��
VXJJHVWLQJ�WKDW�IRUZDUG�GLVSODFHPHQW�RI�WKH�IHPRUDO�KHDG�ZLWKLQ�WKH�DFHWDEXOXP�VHFRQGDU\�WR�D�µEXWW�
JULSSLQJ¶�VWUDWHJ\�LV�OLNHO\�D�FRPPRQ�HWLRORJ\��*URK�DQG�+HUUHUD�������

,%1786-2+�786%-27�
+DPVWULQJ�VWUDLQV�DUH�D�FRPPRQ�LQMXU\�DIIHFWLQJ�DWKOHWHV�LQYROYHG�LQ�UXQQLQJ��VSULQWLQJ��DQG�MXPSLQJ��
7KH� µSXOOHG¶�RU��PRUH� DFFXUDWHO\�� VWUDLQHG�KDPVWULQJ�PXVFOH� LV� D� FRPPRQ�DLOPHQW� IRXQG� LQ� DOPRVW�
DQ\� VSRUW� RU� DFWLYLW\� WKDW� UHTXLUHV� H[SORVLYH� VSHHG�� UDSLG�GHFHOHUDWLRQ�� RU� MXPSLQJ��9DULRXV� VWXGLHV�
GHPRQVWUDWH�WKDW�WKH�ELFHSV�IHPRULV�VHHPV�WR�EH�WKH�PRVW�FRPPRQO\�LQMXUHG�RI�WKH�KDPVWULQJ�PXVFOHV�
DQG�WKDW�WKH�LQMXU\�LWVHOI�WHQGV�WR�RFFXU�GXULQJ�WKH�HFFHQWULF�WHUPLQDO�VZLQJ�SKDVH�RI�JDLW��ZKLOH�RWKHUV�
VXJJHVW�LQMXULHV�WR�WKH�VHPLWHQGLQRVXV�DQG�VHPLPHPEUDQRVXV��3UH�DFWLYDWLRQ�RI�WKH�ELFHSV�IHPRULV�DQG�
DGGXFWRU�ORQJXV�UDWKHU�WKDQ�WKH�WUDQVYHUVXV�DEGRPLQLV�DQG�PXOWL¿GXV�ZDV�IRXQG�LQ�LQGLYLGXDOV�ZLWK�
VDFURLOLDF�MRLQW�SDLQ��DV�FRPSDUHG�WR�WKRVH�ZLWK�QR�SDLQ�GXULQJ�WKH�VLQJOH�OHJ�VWDQFH�WHVW��+XQJHUIRUG�HW�
DO��������7KLV�VXJJHVWV�WKDW�FRQWURO�RI�WKH�OXPERSHOYLF�KLS�FRPSOH[�LV�FULWLFDO�LQ�ERWK�WKH�HWLRORJ\�DV�
ZHOO�DV�WKH�UHKDELOLWDWLRQ�DQG�SUHYHQWLRQ�RI�KDPVWULQJ�LQMXULHV����
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,-4�-14-2+)1)28��+63-2�4%-2��%2(�72%44-2+�,-4�7=2(631)
+LS�LPSLQJHPHQW�LV�FKDUDFWHUL]HG�E\�SDLQ�LQ�WKH�LQQHU�JURLQ�DQG�RU�KLS�UHJLRQ�GXULQJ�LQWHUQDO�URWDWLRQ�
DQG�DGGXFWLRQ�RI�WKH�KLS��,W�KDV�EHHQ�GLVFXVVHG�DV�D�SUHFXUVRU�WR�ODEUDO�WHDUV��JURLQ�SXOOV��DQG�µVQDSSLQJ¶�
KLS�V\QGURPH��+LS�LPSLQJHPHQW��DQG�WKH�UHVXOWDQW�PDODGLHV�RI�ODEUDO�WHDUV��JURLQ�SXOOV�DQG�VQDSSLQJ�
KLS�V\QGURPH��ZHUH�IRXQG�WR�EH�UHODWHG�WR�WKH�ODFN�RI�RSWLPDO�MRLQW�FHQWUDWLRQ�DQG�WKH�UHVXOWDQW�IRUZDUG�
PLJUDWLRQ�RI�WKH�IHPRUDO�KHDG�ZLWKLQ�WKH�DFHWDEXOXP��6DKUPDQQ��������,Q�IDFW��ODEUDO�WHDUV�KDYH�EHHQ�
IRXQG�LQ�PRUH�WKDQ�����RI�SDWLHQWV�SUHVHQWLQJ�ZLWK�JURLQ�SDLQ��*URK�DQG�+HUUHUD��������3RVWHULRU�
FDSVXODU� UHVWULFWLRQV�RI� WKH�KLS�DQG�P\RIDVFLDO�FRQWUDFWXUHV�RI� WKH�SRVWHULRU�KLS�PXVFOHV��RWKHUZLVH�
UHIHUUHG�WR�DV�µEXWW�JULSSLQJ¶��/HH��������KDYH�DOVR�EHHQ�VXJJHVWHG�DV�FDXVDWLYH�IDFWRUV�RI�WKH�ORVV�RI�
MRLQW�FHQWUDWLRQ�DQG�UHVXOWDQW�IRUZDUG�IHPRURDFHWDEXODU�SRVLWLRQLQJ�WKDW�SUHGLVSRVHV�DQ�LQGLYLGXDO�WR�
LPSLQJHPHQW�DQG�JURLQ�SDLQ��

$QRWKHU�FRPPRQ�FRPSODLQW�LQYROYLQJ�WKH�KLS�LV�WKH�µVQDSSLQJ�¶�µFOLFNLQJ�¶�RU�µSRSSLQJ¶�KLS�V\QGURPH��
,W�LV�FKDUDFWHUL]HG�E\�DQ�DXGLEOH�RU�SDOSDEOH�FOLFN�DV�WKH�LQGLYLGXDO�DWWHPSWV�WR�H[WHQG�WKH�OHJ�IURP�D�EHQW�
KLS�SRVLWLRQ��7KLV�FDQ�RFFXU�LQ�HLWKHU�VWDQGLQJ�RU�VXSLQH�SRVLWLRQV�DQG�LV�PRVW�FRPPRQO\�H[SHULHQFHG�
QHDU�RU�DW�WKH�HQG�UDQJH�RI�HFFHQWULF�KLS�H[WHQVLRQ��7KHUH�KDYH�EHHQ�VHYHUDO�SURSRVHG�WKHRULHV�DV�WR�WKH�
RULJLQ�RI�WKLV�FOLFNLQJ��LQFOXGLQJ�WKH�WHQGRQ�RI�WKH�SVRDV�ÀLSSLQJ�RYHU�WKH�OHVVHU�WURFKDQWHU�RU�KLS�EXUVD��
FUHSLWXV�IURP�DQ�XQVWDEOH�OXPEDU�YHUWHEUDH�RU�VDFURLOLDF�MRLQW��RU�LQVWDELOLW\�DW�WKH�SXELF�V\PSK\VLV��
7KLV�FOLFNLQJ�KDV�DQHFGRWDOO\�EHHQ�IRXQG�WR�EH�UHODWHG�WR�SRRU�KLS�FHQWUDWLRQ�DQG�LQKLELWLRQ�RI�WKH�ORFDO�
V\VWHP�RI�WKH�OXPERSHOYLF�KLS�FRPSOH[��6SHFL¿FDOO\��WKH�GHHS�¿EHUV�RI�WKH�SVRDV�PDMRU�DQG�JOXWHXV�
PD[LPXV�DUH�QHFHVVDU\�IRU�SURSHU�FHQWUDWLRQ�RI�WKH�IHPRURDFHWDEXODU�MRLQW��*LEERQV��������,W�KDV�DOVR�
EHHQ�FOLQLFDOO\�QRWHG�WKDW� WKH�DXGLEOH�VRXQG�PD\�EH�UHODWHG�WR�DQ�LQVWDELOLW\�DW�RQH�RI� WKH�YHUWHEUDO�
DWWDFKPHQWV�RI�WKH�SVRDV��&OLQLFDOO\��VWDELOL]LQJ�WKH�WKRUDFROXPEDU�MXQFWLRQ��DWWDFKPHQW�RI�WKH�SVRDV�
PDMRU��WHQGV�WR�GHFUHDVH�RU�HOLPLQDWH�WKH�µFOLFN¶��7KLV�VXJJHVWV�WKDW�VQDSSLQJ�KLS�V\QGURPH�LV�UHODWHG�LQ�
SDUW�WR�SRRU�73&�VWDELOL]DWLRQ�DV�ZHOO�DV�SRRU�FHQWUDWLRQ�DQG�ODFN�RI�RSWLPDO�PXVFOH�V\QHUJLHV�DURXQG�
WKH�IHPRURDFHWDEXODU�MRLQW��

%28)6-36�'69'-%8)�0-+%1)28�-2.96-)7
,QMXULHV�LQYROYLQJ�WKH�DQWHULRU�FUXFLDWH�OLJDPHQW��$&/��LQ�DGGLWLRQ�WR�WKH�PHGLDO�FROODWHUDO�OLJDPHQW�
�0&/�� DQG�PHGLDO� PHQLVFXV� �00�� DUH� UDPSDQW� LQ� ERWK� WKH� DWKOHWLF� DQG� QRQ�DWKOHWLF� SRSXODWLRQ��
:RPHQ�VHHP�WR�EH�DW�D�JUHDWHU�ULVN�DV�HYLGHQFHG�E\�WKH�KLJKHU�LQFLGHQFH�RI�WKHVH�W\SHV�RI�LQMXULHV�WKDW�
RFFXU�LQ�WKLV�SRSXODWLRQ��UHJDUGOHVV�RI�VSRUW�RU�RFFXSDWLRQ��$V�ZLWK�PDQ\�PXVFXORVNHOHWDO�FRQGLWLRQV��
WKHUH�DUH�D�QXPEHU�RI�SHUSHWXDWLQJ�P\WKV�VXUURXQGLQJ�WKH�RULJLQV�RI�WKHVH�LQMXULHV�DV�ZHOO��7R�VLPSOLI\�
WKH�GLVFXVVLRQ��LQMXULHV�WR�WKH�$&/��0&/�DQG�00�ZLOO�EH�JURXSHG�WRJHWKHU�VLQFH�WKH\�RIWHQ�KDYH�D�
VLPLODU�PHFKDQLVP�DQG�DUH�IUHTXHQWO\�LQMXUHG�LQ�XQLVRQ��

7KH�$&/�FRQVLVWV�RI�WZR�EDQGV�WKDW�UXQ�IURP�WKH�SRVWHULRU�DVSHFW�RI�WKH�IHPRUDO�FRQG\OH�WR�DWWDFK�
WR�WKH�PHGLDO� WLELDO�HPLQHQFH��,W�IXQFWLRQV�DV� WKH�SULPDU\�UHVWUDLQW� WR�DQWHULRU�VKHDU�RI� WKH�WLELD�
DQG�VHFRQGDU\�WR�LQWHUQDO�URWDWLRQ�DQG�YDOJXV�IRUFHV�RQ�WKH�NQHH��0RHOOHU�DQG�/DPE��������,W�DFWV�
ZLWK�WKH�SRVWHULRU�FUXFLDWH�OLJDPHQW��3&/��DV�D[HV�RI�URWDWLRQ�IRU�NQHH�PRYHPHQW��0RHOOHU�DQG�
/DPE��������
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)HPDOHV�H[SHULHQFH�D�����WLPHV�JUHDWHU�$&/�LQMXU\�UDWH��DV�FRPSDUHG�WR�WKHLU�PDOH�FRXQWHUSDUWV��0\HU�
HW�DO��������)HPDOHV�SDUWLFLSDWLQJ�LQ�VRFFHU��YROOH\EDOO��DQG�EDVNHWEDOO�WHQG�WR�KDYH�D�KLJKHU�LQFLGHQFH�
RI�$&/� LQMXULHV�� DV� FRPSDUHG� WR� RWKHU� VSRUWV�� ,QWHUHVWLQJO\�� PRVW� LQMXULHV� LQYROYLQJ� WKH�$&/� DUH��
QRQ�FRQWDFW�LQMXULHV��PHDQLQJ�WKDW�WKHUH�LV�QR�GLUHFW�WUDXPD�WKDW�UHVXOWV�LQ�WKH�LQMXU\��7KH�PHFKDQLVP�RI�
LQMXU\�WR�WKH�$&/�WHQGV�WR�EH�ÀH[LRQ��DGGXFWLRQ��DQG�LQWHUQDO�URWDWLRQ�RI�WKH�NQHH�DQG�FDQ�RIWHQ�RFFXU�
DV�WKH�LQGLYLGXDO�DWWHPSWV�WR�GHFHOHUDWH�KHU�PRPHQWXP�DQG�RU�TXLFNO\�FKDQJH�GLUHFWLRQ��,I�WKDW�LV�WKH�
FDVH��WKHQ�ZKDW�DUH�WKH�XQGHUO\LQJ�FDXVDWLYH�IDFWRUV�EHKLQG�WKHVH�LQMXULHV"�7KHUH�DUH�VHYHUDO�SXUSRUWHG�
WKHRULHV�EHKLQG�WKH�LQFUHDVHG�LQFLGHQFH�RI�LQMXULHV�LQ�IHPDOHV�DQG�VHYHUDO�DUH�GLVFXVVHG�EHORZ�

���:RPHQ� KDYH� D� JUHDWHU�4�DQJOH�� 7KH�PRVW� FRPPRQ� UHDVRQ� JLYHQ� DV� WR�ZK\�ZRPHQ� KDYH� DQ�
LQFUHDVHG� LQFLGHQFH�RI�NQHH� LQMXULHV� LV� WKDW� WKH\�KDYH�D�JUHDWHU�4�DQJOH� �RU�TXDGULFHSV�DQJOH�� WKDQ�
PHQ��5HFDOO��WKH�4�DQJOH�LV�WKH�DQJOH�WKDW�LV�IRUPHG�EHWZHHQ�D�VWUDLJKW�OLQH�GUDZQ�IURP�WKH�$6,6�WR�WKH�
PLG�SDWHOOD�DQG�IURP�WKH�PLG�SDWHOOD�WR�WKH�WLELDO�WXEHUFOH��7KH�DQJOH�LQ�ZRPHQ�DYHUDJHV�DURXQG����
GHJUHHV��ZKHUHDV�LQ�PHQ�LW�WHQGV�WR�DYHUDJH�DURXQG����GHJUHHV��$Q�LQFUHDVH�LQ�WKH�4�DQJOH�W\SLFDOO\�
WHQGV�WR�RFFXU�ZLWK�DQ�LQFUHDVH�LQ�JHQX�YDOJXP��NQRFN�NQHH���SRWHQWLDOO\�OHDGLQJ�WR�VHYHUDO�FRQGLWLRQV�
LQYROYLQJ�WKH�NQHH��7KHVH�LQFOXGH�DOWHUDWLRQV�LQ�WKH�SRVLWLRQLQJ�RI� WKH�SDWHOOD��XVXDOO\�VXSHULRU�DQG�
ODWHUDO���OHDGLQJ�WR�SDWHOODU�WUDFNLQJ�SUREOHPV�DQG�FKRQGURPDODFLD�SDWHOODH��DQG�H[WHUQDO�URWDWLRQ�RI�WKH�
WLELD��ZKLFK�LQFUHDVHV�WKH�WRUVLRQ�RQ�WKH�$&/��0&/��DQG�00��7KH�UHDVRQV�IRU�WKH�LQFUHDVHG�DQJOH�LQ�
ZRPHQ�LQFOXGH��

�� D�ZLGHU�SHOYLV��ZKLFK�SRVLWLRQV�WKH�$6,6�PRUH�ODWHUDOO\�

�� D�GHFUHDVH�LQ�WKH�DQJOH�RI�WKH�IHPRUDO�QHFN�

�� D�VOLJKWO\�JUHDWHU�GHJUHH�RI�OLJDPHQW�OD[LW\�RI�WKH�0&/�DQG�$&/�RI�WKH�NQHH�DQG�VSULQJ�OLJDPHQW�RI�
WKH�IRRW�

���%LRPHFKDQLFDO�DOWHUDWLRQV��)DFWRUV�VXFK�DV�DOLJQPHQW�LVVXHV�RI�WKH�ORZHU�H[WUHPLW\��LQFOXGLQJ�KLS�
DQWHYHUVLRQ��H[WHUQDO�WLELDO�URWDWLRQ�DQG�IRUHIRRW�SURQDWLRQ��VHHP�WR�EH�UHODWHG�WR�JUHDWHU�LQFLGHQFHV�RI�
NQHH�LQMXULHV�LQ�IHPDOHV�

���+RUPRQDO�IDFWRUV��,QFUHDVH�LQ�KRUPRQHV��HVSHFLDOO\�DURXQG�WKH�SUHPHQVWUXDO�DQG�PHQVWUXDO�SKDVHV�
RI�WKH�F\FOH��WHQG�WR�LQFUHDVH�VXVFHSWLEO\�RI�IHPDOH�VRFFHU�SOD\HUV�WR�LQMXULHV��%LRQGLQR��������+RZHYHU��
WDNLQJ�RUDO�FRQWUDFHSWLYHV�VHHPHG�WR�GHFUHDVH�WKH�LQFLGHQFH�RI�LQMXULHV�LQ�IHPDOH�VRFFHU�SOD\HUV����

6R�ZKDW�GRHV�WKH�OLWHUDWXUH�KDYH�WR�FRQWULEXWH�WR�WKH�FDXVH�DQG�SUHYHQWLRQ�RI�$&/�LQMXULHV"�5HVHDUFK�
KDV�GHPRQVWUDWHG�GH¿FLWV�LQ�IHHG�IRUZDUG��DQWLFLSDWRU\��PRWRU�FRQWURO�LQ�LQGLYLGXDOV�H[SHULHQFLQJ�
ORZ�EDFN�SDLQ��OHDGLQJ�WR�DOWHUHG�VWDELOL]DWLRQ�SDWWHUQV�RI�WKH�OXPERSHOYLF�KLS�UHJLRQ��5LFKDUGVRQ��
HW�DO��������ZKLFK�WKHUHE\�DOWHUV� ORZHU�H[WUHPLW\�VWDELOL]DWLRQ��$QRWKHU�VWXG\�ORRNHG�DW�FKDQJHV�
LQ�JURXQG�UHDFWLRQ�IRUFHV�GXULQJ�MXPS�ODQGLQJ�LQ�LQGLYLGXDOV�ZKR�GHPRQVWUDWHG�DQNOH�LQVWDELOLW\��
,QWHUHVWLQJO\��PXOWL�GLUHFWLRQDO�LQVWDELOLWLHV�ZHUH�GHWHFWHG�LQ�LQGLYLGXDOV�ZKR�H[SHULHQFHG�SUHYLRXV�
DQNOH� LQMXULHV�� ZKLFK� OHDG� WKH� DXWKRUV� WR� FRQFOXGH� WKHVH� LQGLYLGXDOV�ZHUH� H[SHULHQFLQJ� GH¿FLWV�
LQ�PRWRU� FRQWURO��7KLV� LQIRUPDWLRQ� LV� LQFUHGLEO\� YDOXDEOH� WR� WKH� UHKDELOLWDWLRQ� DQG� FRQGLWLRQLQJ�
VSHFLDOLVW��DV�LW�SRLQWV�WR�WKH�LPSRUWDQFH�RI�HYDOXDWLQJ�SUHYLRXV�ORZHU�H[WUHPLW\�LQMXULHV�DQG�WKHLU�
SRWHQWLDO� FRQWULEXWLRQ� WR� DOWHUDWLRQV� LQ� QHXURPRWRU� FRQWURO� DQG� UHVXOWDQW� FRPSHQVDWLRQV� LQ� DQ�
LQGLYLGXDO¶V�PRYHPHQW�SDWWHUQV��
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$GGLWLRQDO�VWXGLHV�KDYH�GHPRQVWUDWHG�WKDW�IHPDOHV�WHQG�WR�H[KLELW�JUHDWHU�LQWHUQDO�URWDWLRQ�IRUFHV�DQG�
KLJKHU�NQHH�VWLIIQHVV�YDOXHV�WKDQ�PDOHV�GXULQJ�VLQJOH�OHJ�ODQGLQJ��IURP�VLQJOH�OHJ�MXPSLQJ���)HPDOHV�
SRVVHVVLQJ�KLJKHU� OHYHOV�RI� MRLQW� OD[LW\� LQ� WKH�NQHH� WHQG� WR�GHPRQVWUDWH� LQFUHDVHG�DFWLYDWLRQ�RI� WKH�
JDVWURFQHPLXV�DQG�ELFHSV�IHPRULV�LQ�UHVSRQVH�WR�ORZHU�H[WUHPLW\�SHUWXUEDWLRQV��ZKLFK�PD\�FRQWULEXWH�
WR�KLJKHU�VWLIIQHVV�YDOXHV�WKDW�ZHUH�QRWHG�HDUOLHU��0XFK�RI�WKH�OLWHUDWXUH�VXJJHVWV�YDULDWLRQV�EHWZHHQ�PDOH�
DQG�IHPDOH�ELRPHFKDQLFV�LQ�ODQGLQJ�IURP�MXPSLQJ��:KLOH�VRPH�UHVHDUFKHUV�KDYH�GHPRQVWUDWHG�WKDW�
IHPDOH�DWKOHWHV�ODQGHG�ZLWK�DFFHOHUDWHG�DQG�JUHDWHU�GHJUHHV�RI�NQHH�ÀH[LRQ��RWKHUV�KDYH�GHPRQVWUDWHG�
WKDW�IHPDOH�DWKOHWHV�H[KLELW�VLJQL¿FDQWO\�ORZHU�NQHH�DQG�KLS�ÀH[LRQ�DQJOHV�DQG�KLJKHU�JURXQG�UHDFWLRQ�
IRUFHV�� DV� FRPSDUHG� WR�PDOH� DWKOHWHV�� 6LPLODU� VWXGLHV� KDYH� VKRZQ�GLIIHUHQFHV� LQ�PXVFOH� DFWLYDWLRQ�
SDWWHUQV�� LQFOXGLQJ�GHFUHDVHG�JOXWHDO�DFWLYLW\�DQG� LQFUHDVHG�TXDGULFHSV�DFWLYLW\� LQ�IHPDOH�FROOHJLDWH�
DWKOHWHV�� DV� FRPSDUHG� WR� WKHLU�PDOH� FRXQWHUSDUWV��7KH�TXDGULFHSV� DFW� DV� DQ� DQWDJRQLVW� WR� WKH�$&/��
FUHDWLQJ�DQ�DQWHULRU�VKHDU�IRUFH�RQ�WKH�WLELD�DQG�ZKHQ�RYHU�DFWLYDWHG��FDQ�LQFUHDVH�VWUHVV�RQ�WKH�$&/��
7KH�KDPVWULQJV�DQG�VROHXV� LQ�FRQWUDVW�DFW�DV�DJRQLVWV� WR� WKH�$&/�E\�SURYLGLQJ�SRVWHULRU�FKHFNV� WR�
DQWHULRU�PRYHPHQW�RI�WKH�WLELD�DQG�ZKHQ�LQKLELWHG��DOORZ�LQFUHDVHG�DQWHULRU�VKHDU�RI�WKH�WLELD�XQGHU�
WKH�IHPXU��

3RRU�HFFHQWULF�FRQWURO�RI�IURQWDO�SODQH�PHFKDQLFV�KDV�DOVR�EHHQ�FLWHG�DV�D�PDMRU�FRQWULEXWLYH�IDFWRU��GH�
0DUFKH�%DOGRQ�HW�DO��������,QFUHDVHG�DEGXFWLRQ�RI�WKH�NQHH��VHFRQGDU\�WR�SRRU�IXQFWLRQDO�FRQWURO�IURP�
WKH�JOXWHXV�PD[LPXV�DQG�PHGLXV��LQFUHDVHV�VWUHVV�DFURVV�WKH�$&/�DV�ZHOO�DV�WKH�0&/�

:KLOH� HDFK� RI� WKHVH� FRQGLWLRQV� GLVFXVVHG� DERYH� DUH� VHSDUDWH� HQWLWLHV� ZLWK� PXOWLSOH� DQG� YDU\LQJ�
HWLRORJLHV�� WKHUH� LV� RQH� FRPPRQ� WKUHDG� DPRQJ� WKHP��(DFK� JHQHUDOO\� VWHPV� IURP� YDULDWLRQV� RI� WKH�
IROORZLQJ�LVVXHV��

�� SRRU�FHQWUDWLRQ�RI�WKH�IHPRURDFHWDEXODU��NQHH��DQG�DQNOH�IRRW�FRPSOH[�

�� SRRU�PRWRU�FRQWURO�RI�WKH�OXPERSHOYLF�KLS�FRPSOH[�

�� SRRU�HFFHQWULF�FRQWURO�RI�WKH�ORZHU�H[WUHPLW\��

:KLOH�WKLV�PD\�VHHP�OLNH�DQ�RYHUVLPSOL¿FDWLRQ�RI�WKH�ORZHU�H[WUHPLW\�LQMXU\�SURFHVV��LW�LGHQWL¿HV�WKH�
NH\�IDFWRUV�LQ�WKH�GHYHORSPHQW�RI�PRVW�PRYHPHQW�G\VIXQFWLRQV�RI�WKH�ORZHU�H[WUHPLW\��$GGUHVVLQJ�
WKHVH�IDFWRUV��LPSURYLQJ�FHQWUDWLRQ�RI�WKH�KLS�DQG�DQNOH�IRRW�FRPSOH[HV��DQG�LPSURYLQJ�PRWRU�FRQWURO�
RI�WKH�ORZHU�H[WUHPLW\�ZLOO�IRUP�WKH�EDVLV�RI�WKH�FRUUHFWLYH�H[HUFLVH�DSSURDFK�WKDW�ZLOO�EH�SUHVHQWHG�LQ�
WKH�FRUUHFWLYH�H[HUFLVH�VHFWLRQ�RI�WKLV�ERRN�
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8S�MHIRXMJ]�ERH�YRHIVWXERH�XLI�JYRGXMSREP�GSQTSRIRXW�SJ�XLI��
WLSYPHIV�ERH�LMT�EWWIWWQIRX�

8S�MHIRXMJ]�XLI�OI]�VIKMSRW�SJ�H]WJYRGXMSR�[MXLMR�XLI�WLSYPHIV��
ERH�LMT�GSQTPI\IW

8S�MHIRXMJ]�XLI�OI]�HVMZIVW�SJ�WLSYPHIV�ERH�LMT�H]WJYRGXMSR

³3HRSOH�RQO\�VHH�ZKDW�WKH\�DUH�SUHSDUHG�WR�VHH�´��5DOSK�:DOGR�(PHUVRQ�

3URSHU�DVVHVVPHQW�LV�LPSRUWDQW�SULRU�WR�ZRUNLQJ�ZLWK�D�FOLHQW��UHJDUGOHVV�RI�WKHLU�SULRU�WUDLQLQJ�RU�FXUUHQW�
IXQFWLRQDO�JRDOV��7KH�DVVHVVPHQW�ZLOO�GULYH�WKH�FRUUHFWLYH�H[HUFLVH�VWUDWHJ\�WKH�WUDLQHU�RU�WKHUDSLVW�ZLOO�
XVH�DQG�DOORZ�WKHP�WR�GHWHUPLQH�ZKHQ�WKH�LQGLYLGXDO�FDQ�EH�DSSURSULDWHO\�SURJUHVVHG��$GGLWLRQDOO\��
WKH�DVVHVVPHQW�ZLOO�GLFWDWH�WKH�FOLHQW¶V�KRPH�H[HUFLVH��DQG�SURSHU�HGXFDWLRQ�LQ�WKH�DVVHVVPHQW�SURFHVV�
ZLOO�KHOS� WKH� WUDLQHU�RU� WKHUDSLVW�HGXFDWH� WKH�FOLHQW� LQ�VHOI�DZDUHQHVV�DQG�IHHGEDFN��,Q�RWKHU�ZRUGV��
LI� WKH�FOLHQW�ZLOO�QRW�EH�EDFN� WR� WKHUDS\�RU� WUDLQLQJ� IRU� D�ZKLOH�EHFDXVH�RI�¿QDQFLDO�� JHRJUDSKLFDO��
LQVXUDQFH�� RU� RWKHU� UHDVRQV�� WKH� VHOI�DVVHVVPHQW� DVSHFW� FDQ� KHOS� WKH� LQGLYLGXDO�PRQLWRU� WKHLU� RZQ�
SURJUHVV��LQGHSHQGHQW�RI�WKH�WKHUDSLVW�RU�WUDLQHU��

8,)�*92'8-32%0�%77)771)28
:KLOH�WKHUH�DUH�DQ\�QXPEHU�RI�YDOLG�DVVHVVPHQWV�WKDW�FDQ�EH�XVHG��WKH�RQHV�JLYHQ�EHORZ�KDYH�EHHQ�
FKRVHQ�EHFDXVH�RI�WKH�W\SH�RI�LQIRUPDWLRQ�WKH\�SURYLGH��0RUH�VSHFL¿FDOO\��WKH\�KDYH�EHHQ�VHOHFWHG�WR�
ORRN�DW�D�IHZ�RI�WKH�ELJJHVW�FDXVHV�RI�VKRXOGHU�DQG�KLS�G\VIXQFWLRQ��LQFOXGLQJ�ORVV�RI�RSWLPDO�EUHDWKLQJ�
DQG�WUXQN�VWDELOL]DWLRQ��LQDELOLW\�WR�PDLQWDLQ�MRLQW�FHQWUDWLRQ�ZLWK�VXEVHTXHQW�ORVV�RI�LQWHUQDO�URWDWLRQ�
LQ�ERWK�WKH�VKRXOGHUV�DQG�KLSV��DQG�SRRU�ORDGLQJ�VWUDWHJLHV�WKURXJK�WKH�VKRXOGHU�FRPSOH[��WUXQN��DQG�
KLS�FRPSOH[��7KHVH�WHVWV�KDYH�EHHQ�FKRVHQ�EDVHG�XSRQ�WKHLU�DELOLW\�WR�DFFXUDWHO\�HYDOXDWH�IRU�WKHVH�
G\VIXQFWLRQV��$�GHVFULSWLRQ�RI�HDFK�WHVW�ZLOO�EH�SURYLGHG��DORQJ�ZLWK�WKH�FRPPRQ�VLJQV�RI�LQHI¿FLHQW�
VWDELOL]DWLRQ�DQG�PRYHPHQW�SDWWHUQV��

7KH�SXUSRVH�RI�WKH�DVVHVVPHQW�LV�QRW�WR�WHVW�WKH�LQGLYLGXDO�IRU�DQ�HQWLUH�KRXU��UXQQLQJ�WKHP�WKURXJK�
D�EDWWHU\�RI�WHVWV�WR�GLVFRYHU�HYHU\�VLQJOH�PRYHPHQW�IDXOW��7KH�JRDO�RI�WKH�DVVHVVPHQW�LV�WR�KHOS�WKH�
WUDLQHU�RU�WKHUDSLVW�GHWHUPLQH�WKH�ELJJHVW�GULYHU�RI�WKH�FOLHQW¶V�G\VIXQFWLRQ��,Q�RWKHU�ZRUGV��ZKDW�LV�WKH�
JUHDWHVW�PRYHPHQW�RU� VWDELOL]DWLRQ�G\VIXQFWLRQ� WKDW� LV� FDXVLQJ� WKLV� LQGLYLGXDO¶V�G\VIXQFWLRQ��:KLOH�
WKHUH�FDQ�EH�VHYHUDO�FDXVHV��RQH�LV�OLNHO\�WKH�SULPDU\��ZKLOH�WKH�RWKHUV�DUH�OLNHO\�WR�EH�VHFRQGDU\�FRP�
SHQVDWRU\�SUREOHPV��
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$IWHU�SHUIRUPLQJ�D�WKRURXJK�DVVHVVPHQW��ZKDW�LI�WKH�WKHUDSLVW�RU�WUDLQHU�FKRRVHV�WKH�ZURQJ�SULPDU\�
GULYHU�DQG�FKRRVHV�D�FRUUHFWLYH�H[HUFLVH�DSSURDFK�EDVHG�RQ�WKLV�IDXOW\�SUHPLVH"�7KH�ZRUVW�FDVH�VFHQDULR�
LV�WKDW�WKH�FOLHQW�GRHV�QRW�LPSURYH��ZKLOH�WKH�EHVW�FDVH�VFHQDULR�LV�WKDW�WKH�FOLHQW�LPSURYHV�D�OLWWOH��ZKLFK�
IRU�VRPH�FOLHQWV�ZLOO�EH�DOO�WKH\�QHHG�WR�UHVXPH�WKHLU�DFWLYLWLHV�RU�DFFRPSOLVK�WKHLU�IXQFWLRQDO�JRDOV��
8QIRUWXQDWHO\��WKLV�VWUDWHJ\�ZLOO�QRW�KHOS�PDQ\�FKURQLF�SDLQ�VXIIHUHUV�RU�HOLWH�DWKOHWHV��WKH�WZR�JURXSV�
RI�LQGLYLGXDOV�DW�WKH�H[WUHPH�HQGV�RI�WKH�IXQFWLRQDO�FRQWLQXXP��7KHVH�LQGLYLGXDOV�ZLOO�QHHG�D�VSHFL¿F�
DSSURDFK�WR�LPSURYLQJ�WKHLU�SHUIRUPDQFH��ZKLFK�LV�ZK\�WKH�WHVWV�DQG�HYDOXDWLRQV�PXVW�EH�SUHFLVHO\�
DGPLQLVWHUHG�DQG�WKHLU�UHVXOWV�HI¿FDFLRXVO\�LQWHUSUHWHG�WR�GHWHUPLQH�WKH�SULRULW\�RI�WKH�LQWHUYHQWLRQ��

$W�WLPHV��GHVSLWH�WKH�WUDLQHU¶V�RU�WKHUDSLVW¶V�EHVW�LQWHQWLRQV��DQ�LQFRUUHFW�FRUUHFWLYH�DSSURDFK�PD\�EH�
DGPLQLVWHUHG��:KLOH�FRUUHFWLYH�VWUDWHJLHV�FDQ�WDNH�ZHHNV��PRQWKV��RU�HYHQ�\HDUV�GHSHQGLQJ�XSRQ�WKH�
VHYHULW\��FRPSOH[LW\��RU�LQWHQVLW\�RI�WKH�SUHVHQWLQJ�LVVXHV��LI�WKH�FKRVHQ�DSSURDFK�LV�QRW�GHPRQVWUDWLQJ�
DQ\� IXQFWLRQDO� SURJUHVV�ZLWKLQ� WZR�ZHHNV�� LW� LV� OLNHO\� QRW� WKH� FRUUHFW� DSSURDFK�RU� SHUKDSV� QRW� WKH�
DSSURSULDWH�WLPH�IRU�WKDW�SDUW�RI�WKH�LQWHUYHQWLRQ��SURYLGHG�WKH�WUDLQHU�RU�WKHUDSLVW�LV�FRQ¿GHQW�WKDW�WKH�
FOLHQW� LV�GRLQJ� WKHLU�SDUW� LQ� WKH�SURFHVV�E\�SHUIRUPLQJ� WKHLU�KRPHZRUN��7KHUHIRUH��D�QHZ�DSSURDFK�
VKRXOG�EH�LQVWLWXWHG�DQG�UHDVVHVVHG�IRU�LWV�HI¿FDF\�ZLWKLQ�WKH�QH[W�WZR�ZHHNV�IROORZLQJ�WKH�LQWURGXFWLRQ�
RI�WKH�QHZ�VWUDWHJ\��

,W� LV� FRPPRQ� WR� KDYH� FOLHQWV� SUHVHQW�ZLWK� VHYHUDO� OD\HUV� RI� G\VIXQFWLRQ� RU�PXOWLSOH� FRPSHQVDWLRQ�
VWUDWHJLHV��,W�LV�RIWHQ�QHFHVVDU\�WR�µSHHO�EDFN¶�WKH�SURYHUELDO�OD\HUV�E\�DGGUHVVLQJ�WKH�PDMRU�FRPSODLQW�
¿UVW��HYHQ�WKRXJK�WKLV�PD\�QRW�EH�WKH�SULPDU\�GULYHU�RI�WKH�G\VIXQFWLRQ��)RU�H[DPSOH��D�FOLHQW�SUHVHQWV�
ZLWK�DFXWH�H[DFHUEDWLRQ�RI�ORZ�EDFN�SDLQ�DIWHU�SOD\LQJ�WHQQLV��8SRQ�HYDOXDWLRQ��WKH�WUDLQHU�RU�WKHUDSLVW�
GLVFRYHUV�D�ODFN�RI�LQWHUQDO�URWDWLRQ�RI�WKHLU�OHIW�KLS��WKHLU�OHDG�OHJ�LI�WKH\�DUH�D�ULJKW�KDQGHG�WHQQLV�
SOD\HU��� SRRU� UHVSLUDWRU\� SDWWHUQV�� VWLIIQHVV� LQ� WKHLU� WKRUD[�� DQG� GHFUHDVHG� DQNOH� GRUVLÀH[LRQ� DQG�
GHWHUPLQHV� D� OXPEDU� ÀH[LRQ� OHVLRQ� WR� EH� WKH� VRXUFH� RI� WKH� FOLHQW¶V� EDFN� SDLQ��:KLOH� WKH� SRRU� KLS�
URWDWLRQ�RU�ORVV�RI�DQNOH�UDQJH�RI�PRWLRQ�IROORZLQJ�D�IUDFWXUH�RI�WKH�DQNOH�VHYHUDO�\HDUV�DJR�PD\�EH�
WKH�URRW�RI�WKH�SUREOHP��WKH�PRUH�LPPHGLDWH�LVVXH�LV�WKH�DFXWH�ORZ�EDFN�SDLQ�DQG�LQVWDELOLW\��,W�PD\�
EH�QHFHVVDU\� WR�VWDELOL]H� WKH� ORZ�EDFN�DQG� LPSURYH� WKH� UHVSLUDWRU\�SDWWHUQV�SULRU� WR�DGGUHVVLQJ� WKH�
DQNOH�DQG�KLS�LVVXHV�WR�SURYLGH�WKH�FOLHQW�PRUH�LPPHGLDWH�UHOLHI��,I�WKH�VDPH�FOLHQW�LV�SUHVHQWLQJ�ZLWK�
LGHQWLFDO�V\PSWRPV�DQG�UHVXOWV�GXULQJ�WKHLU�IXQFWLRQDO�DVVHVVPHQW��DOWKRXJK�WKHLU�SDLQ�LV�FKURQLF��QRZ�
WKH�DSSURDFK�PD\�VZLWFK�WR�LPSURYLQJ�WKH�JUHDWHVW�GULYHU�RI�WKH�G\VIXQFWLRQ�ZKHWKHU�WKH�WUDLQHU�RU�
WKHUDSLVW�IHHOV�LW�LV�WKH�DQNOH��WKH�KLS��RU�UHVSLUDWRU\�LVVXHV��7KH�GLUHFWLRQ�WKH�WUDLQHU�RU�WKHUDSLVW�WDNHV�LV�
GHSHQGHQW�XSRQ�WKH�FOLHQW¶V�SUHVHQWLQJ�LVVXHV�DQG�JRDOV��WKH�UHVXOWV�RI�WKHLU�IXQFWLRQDO�DVVHVVPHQW��DQG�
WKH�WUDLQHU¶V�RU�WKHUDSLVW¶V�LQWXLWLRQ��

+RZ�FDQ�WKH�FRUUHFWLYH�H[HUFLVH�DSSURDFK�EH�EDVHG�RQ�LQWXLWLRQ"�8QIRUWXQDWHO\��ZKHQ�GHDOLQJ�ZLWK�WKH�
KXPDQ�ERG\��QRW�HYHU\WKLQJ�FDQ�EH�EDVHG�XSRQ�HPSLULFDO�HYLGHQFH��%RWK�WKH�LQIRUPDWLRQ�WKH�DVVHVVPHQW�
SURYLGHV�DQG� WKH�FRUUHFWLYH�VWUDWHJ\�XWLOL]HG�DUH�EDVHG�XSRQ�PXOWLSOH� IDFWRUV��RQO\�RQH�RI�ZKLFK� LV�
HPSLULFDO�HYLGHQFH��$V�&ROOLQV�GLVFXVVHV�LQ�KLV�SURYRFDWLYH�QRYHO�+RZ�7KH�0LJKW\�)DOO��WKH�ODFN�RI�
HYLGHQFH�WR�VXSSRUW�VRPHWKLQJ�GRHV�QRW�LQYDOLGDWH�LWV�RFFXUUHQFH��+H�XVHV�WKH�H[DPSOH�RI�FDQFHU�DQG�
KRZ�WKH�ODFN�RI�HYLGHQFH�RI�FDQFHU�LQ�WKH�ERG\�GRHV�QRW�PHDQ�WKH�SDWLHQW�GRHV�QRW�KDYH�FDQFHU��RQO\�
WKDW�WKH�PHWKRGV�XVHG�WR�WHVW�IRU�FDQFHU�GLG�QRW�VKRZ�DQ\�VLJQV�RI�LW��6LPLODUO\��LQ�KLV�ERRN�7KH�%ODFN�
6ZDQ��7DOHE�GLVFXVVHV�KRZ�WKH�ODFN�RI�HYLGHQFH�RI�D�EODFN�VZDQ��RWKHUZLVH�VXSSRUWHG�E\�WKH�FRPPRQ�
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WKRXJKW�SURFHVV�RI�µ,�KDYH�QHYHU�VHHQ�QRU�KDV�DQ\RQH�,�NQRZ�HYHU�VHHQ�D�EODFN�VZDQ¶�PHDQ�WKDW�WKHUH�LV�
QR�VXFK�WKLQJ�DV�D�EODFN�VZDQ��7DOHE��������,Q�KLV�JURXQGEUHDNLQJ�ZRUN�RQ�WKH�DGDSWLYH�XQFRQVFLRXV�
DQG�WKURXJK�D�SURFHVV�WHUPHG�µWKLQ�VOLFLQJ�¶�*ODGZHOO��������GHVFULEHV�KRZ�DQ�H[SHUW¶V�XQFRQVFLRXV�
PLQG� FDQ�PDNH� UHDVRQDEO\� DFFXUDWH� DVVHVVPHQWV�� HYHQ�ZKHQ� JLYHQ� YHU\� OLWWOH� WLPH� RU� LQIRUPDWLRQ��
DERXW�D�SDUWLFXODU�WRSLF��DQG�DW�WLPHV�ZKHQ�WRR�PXFK�LQIRUPDWLRQ�LV�SUHVHQWHG��WKH�GHFLVLRQ�PDNLQJ�
SURFHVV�FDQ�EH�RYHUORDGHG��D�WHUP�GHVFULEHG�DV�µDQDO\VLV�SDUDO\VLV�¶�7KLV�QRWLRQ�RI�OHVV�LV�VRPHWLPHV�
PRUH�LV�VXSSRUWHG�E\�7DOHE��7DOHE�GHVFULEHV�KRZ�DQ�LQFUHDVH�LQ�LQIRUPDWLRQ�GRHV�QRW�QHFHVVDULO\�OHDG�
WR�DQ�LQFUHDVH�LQ�FRUUHFW�SUHGLFWLRQV��MXVW�DQ�LQFUHDVH�LQ�WKH�FRQ¿GHQFH�WKDW�WKH�LQGLYLGXDO�IHHOV�DERXW�
WKRVH�SUHGLFWLRQV��

³«�LQ�DQRWKHU� WHOOLQJ�H[SHULPHQW�� WKH�SV\FKRORJLVW�3DXO�6ORYLF�DVNHG�ERRNPDNHUV� WR�VHOHFW�
IURP�HLJKW\�HLJKW�YDULDEOHV�LQ�SDVW�KRUVH�UDFHV�WKRVH�WKDW�WKH\�IRXQG�XVHIXO�LQ�FRPSXWLQJ�WKH�
RGGV��7KHVH�YDULDEOHV�LQFOXGHG�DOO�PDQQHU�RI�VWDWLVWLFDO�LQIRUPDWLRQ�DERXW�SDVW�SHUIRUPDQFHV��
7KH�ERRNPDNHUV�ZHUH�JLYHQ�WKH�WHQ�PRVW�XVHIXO�YDULDEOHV��WKHQ�DVNHG�WR�SUHGLFW�WKH�RXWFRPHV�
RI� UDFHV�� 7KHQ� WKH\� ZHUH� JLYHQ� WHQ�PRUH� DQG� DVNHG� WR� SUHGLFW� DJDLQ�� 7KH� LQFUHDVH� LQ� WKH�
LQIRUPDWLRQ�VHW�GLG�QRW�OHDG�WR�DQ�LQFUHDVH�LQ�WKHLU�DFFXUDF\��WKHLU�FRQ¿GHQFH�LQ�WKHLU�FKRLFHV��
RQ�WKH�RWKHU�KDQG��ZHQW�XS�PDUNHGO\��,QIRUPDWLRQ�SURYHG�WR�EH�WR[LF�´��7DOHE�S������

2Q�WKH�RWKHU�KDQG��WKLV�LV�QRW�WR�VD\�WKDW�RQH�WHVW�ZLOO�\LHOG�DOO�WKH�LQIRUPDWLRQ�QHFHVVDU\�WR�SURYLGH��
D� UDWLRQDOH� IRU�D� VSHFL¿F�FRUUHFWLYH� VWUDWHJ\��)RU�H[DPSOH�� VRPH� LQGLYLGXDOV�ZLOO� FKRRVH� WR� ORRN�DW��
WKH� RYHUKHDG� VTXDW� DV� WKH� EDVLV� RI� WKHLU� FRUUHFWLYH� DSSURDFK�� FODLPLQJ� WKDW� KLS� DGGXFWLRQ� �NQHHV��
JRLQJ�LQWR�D�YDOJXV�SRVLWLRQ��LV�D�VLJQ�RI�WLJKW�DGGXFWRUV�DQG�ZHDN�KLS�DEGXFWRUV��7KH�DUPV�PRYLQJ�
IRUZDUG�VLJQL¿HV�SRRU�OHQJWK�RI�WKH�ODWLVVLPXV�GRUVL�RU�H[WHQVLELOLW\�RI�WKH�WKRUDFROXPEDU�IDVFLD��,I�WKH�
KHHOV�FRPH�RII�WKH�ÀRRU��WKHQ�D�WLJKW�$FKLOOHV�WHQGRQ�DQG�JDVWURFQHPLXV�LV�WR�EODPH��:KLOH�HDFK�RI�
WKHVH�DUH�YDOLG�DVVXPSWLRQV�EDVHG�RQ�WKH�RYHUKHDG�VTXDW�DVVHVVPHQW��WKH\�DUH�MXVW�WKDW�±�DVVXPSWLRQV��
:LWKRXW�SURYLQJ� WKH�DVVXPSWLRQ�ZLWK�D�PRUH�GLUHFW� IROORZ�XS� WHVW�� IRU�H[DPSOH��D� UDQJH�RI�PRWLRQ�
DVVHVVPHQW�RQ�WKH�DGGXFWRUV��DQG�D�VWUHQJWK�WHVW�RQ�WKH�KLS�DEGXFWRUV�LQ�WKH�FDVH�RI�YDOJXV�NQHHV��WKH�
WHVWHU�LV�PDNLQJ�D�IDXOW\�SUHPLVH�EDVHG�XSRQ�WKHLU�RZQ�ELDVHV��

7KHUHIRUH�WKH�DVVHVVPHQW�LV�D�FRPELQDWLRQ�RI�REMHFWLYH�WHVWLQJ��FOLQLFDO�LQWXLWLRQ��DQG�H[SHULHQFH�ZKLOH�
OLPLWLQJ�SHUVRQDO�ELDVHV��:KLOH�DOO�DVVHVVPHQWV�KDYH�D�OHYHO�RI�ELDV��WKH�JRDO�RI�WKH�DVVHVVPHQW�VFUHHQ�
VKRXOG�EH�WR�HOLPLQDWH�DV�PDQ\�RI�WKH�SHUVRQDO�ELDVHV�DQG�WR�KDYH�DGGLWLRQDO�WHVWV�WKDW�HLWKHU�FRQ¿UP�RU�
UHIXWH�WKH�¿QGLQJV��7KH�RWKHU�SXUSRVH�RI�WKH�VHOHFWLRQ�FULWHULD�LV�WR�PDNH�HDFK�WHVW�HDV\�WR�DGPLQLVWHU�
ZKLOH�SURYLGLQJ�UHODWLYHO\�FRQVLVWHQW�HYDOXDWLRQ�RI�WKH�UHVXOWV�GHVSLWH�WKH�WHVWHU��7KHVH�WHVWV�ZHUH�FKRVHQ�
ZLWK�WKDW�JRDO�LQ�PLQG��DOWKRXJK�WKH�IXQFWLRQDO�PXVFOH�WHVWLQJ�KDV�VRPH�FKDOOHQJHV�ZLWK�LQWHU�WHVWHU�
UHOLDELOLW\�LI�WKH�WHVWHU�KDV�QHYHU�SHUIRUPHG�SUHFLVLRQ�PXVFOH�WHVWLQJ�EHIRUH��,Q�WKHVH�FDVHV��WKH�WUDLQHU�
RU�WKHUDSLVW�FDQ�RPLW�WKH�PXVFOH�WHVWV�DQG�DOORZ�WKH�RWKHU�WHVWV�WR�GULYH�WKH�FRUUHFWLYH��UHKDELOLWDWLYH��RU�
WUDLQLQJ�VWUDWHJ\�WKDW�LV�LPSOHPHQWHG��:KHUH�QHFHVVDU\��WKH�WUDLQHU�RU�WKHUDSLVW�FDQ�SHUIRUP�DGGLWLRQDO�
WHVWV�WR�FOHDU�XS�WKH�FOLQLFDO�SLFWXUH��YRGXMSREP�%WWIWWQIRX��
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*YRGXMSREP�%WWIWWQIRX

7XERHMRK 4SWXYVI�
7MRKPI�PIK�WXERGI�
+SSH�QSVRMRK

7IEXIH 7IEXIH�LMT�¾I\MSR�
7IEXIH�WLSYPHIV�¾I\MSR�ERH�EFHYGXMSR

7YTMRI 8LSVE\��TSWMXMSR��QSFMPMX]��ERH�VIWTMVEXMSR�
-RXIVREP�VERKI�SJ�QSXMSR��WLSYPHIVW�ERH�LMTW��
%ROPI�VERKI�SJ�QSXMSR�
1ERYEP�QYWGPI�XIWXW

%HHMXMSREP�XIWX 4YWL�YT��SR�XLI�¾SSV��EKEMRWX�E�XEFPI��SV�EKEMRWX�E�[EPP

437896)
3RVWXUH� LV� WKH�SRVLWLRQLQJ�RI� WKH�ERQHV�� MRLQWV�� DQG� VRIW� WLVVXH�RI� WKH�ERG\��1RUPDO� UHVWLQJ�SRVWXUH�
UHTXLUHV�OLWWOH�PXVFXODU�FRQWUDFWLRQ�RU�HQHUJ\�DQG�WKXV�LV�UHJDUGHG�DV�SK\VLRORJLFDOO\�HI¿FLHQW��3URSHU�
SRVWXUH�LV�WKH�V\QFKURQL]DWLRQ�RI�WKH�FRQWUDFWLOH�DQG�WKH�QRQ�FRQWUDFWLOH�WLVVXHV�WR�DFKLHYH�RSWLPDO�MRLQW�
FHQWUDWLRQ�RYHU�D�EDODQFHG�FHQWHU�RI�JUDYLW\�

$FKLHYLQJ�QHXWUDO�SRVWXUH�LV�LPSRUWDQW�IRU�PDLQWDLQLQJ�SURSHU�OHQJWK�WHQVLRQ�UHODWLRQVKLSV�WKURXJKRXW�
WKH�NLQHWLF�FKDLQ��7KLV�LV�FRQVLGHUHG�WKH�OHQJWK�DW�ZKLFK�WKH�PXVFOHV�FDQ�GHYHORS�PD[LPXP�WHQVLRQ�GXH�
WR�WKH�RSWLPL]DWLRQ�RI�FURVV�EULGJLQJ�RI�WKH�DFWLQ�DQG�P\RVLQ�¿ODPHQWV��,I�WKLV�UHODWLRQVKLS�FKDQJHV��WKH�
QHUYRXV�V\VWHP�ZLOO�EH�UHTXLUHG�WR�UHFUXLW�D�GLIIHUHQW�PXVFOH�V\QHUJ\�RU�VWUDWHJ\�WR�FUHDWH�WKH�GHVLUHG�
VWDELOL]DWLRQ�RU�PRYHPHQW�SDWWHUQ��

$�SRVWXUDO�DVVHVVPHQW�LV�RQH�FRPSRQHQW�LQ�WKH�DQDO\VLV�RI�WKH�PXVFXORVNHOHWDO�V\VWHP��DV�LW�SURYLGHV�DQ�
RYHUDOO�SUHVHQWDWLRQ�RI�WKH�FOLHQW¶V�VWDELOL]DWLRQ�VWUDWHJ\��$GGLWLRQDOO\��WKH�SRVWXUDO�DVVHVVPHQW�SURYLGHV�
WKH� WUDLQHU�RU� WKHUDSLVW�D�VWDUWLQJ�SRLQW�IURP�ZKLFK�WR� LQLWLDWH� WKH�FRUUHFWLYH�H[HUFLVH�VWUDWHJ\�ZKLOH�
SURYLGLQJ�D�WRRO�IRU�PRQLWRULQJ�FOLHQW�SURJUHVV��:KLOH�WKH�SRVWXUDO�DVVHVVPHQW�LV�SDUW�RI�D�WKRURXJK�
HYDOXDWLRQ��LW�LV�QRW�LQWHQGHG�WR�UHSODFH�D�IXQFWLRQDO�DVVHVVPHQW��7KH�SRVWXUDO�DVVHVVPHQW�VKRZV�WKH�
H[DPLQHU� WKH�UHVXOW�RI� WKH�FOLHQW¶V�SDUWLFXODU�VWUDWHJ\��ZKHUHDV� WKH�IXQFWLRQDO�DVVHVVPHQW�EHJLQV� WKH�
SURFHVV�RI�¿JXULQJ�RXW�ZK\�WKH�FOLHQW�KDV�DGRSWHG�WKLV�VWUDWHJ\��
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)RU� H[DPSOH�� LI� D� FOLHQW� LV� VWDQGLQJ� LQ� D� SRVWHULRU� SHOYLF�
WLOW�ZLWK�RYHUDFWLYDWLRQ�RI�WKH�GHHS�SRVWHULRU�KLS�DQG�WKHLU�
KLS�SRVLWLRQHG�DQWHULRUO\�ZLWKLQ�WKH�DFHWDEXOXP��LW� LV�VDIH�
WR�DVVXPH�WKDW�ZKHQ�WKH\�ORDG�WKHLU�KLS�GXULQJ�IXQFWLRQDO�
PRYHPHQW� SDWWHUQV� VXFK� DV� VTXDWWLQJ� DQG� OXQJLQJ�� WKH\�
ZLOO� XVH� WKLV� W\SH� RI� µJULSSLQJ¶� VWUDWHJ\� �LPDJH� WR� ULJKW���
7KLV�¿QGLQJ�VKRXOG�EH�FRQ¿UPHG�E\�SDOSDWLQJ�WKH�JUHDWHU�
WURFKDQWHU�DQG�DFHWDEXOXP�DQG�PRQLWRULQJ�WKHLU�UHODWLRQVKLS�
GXULQJ�WKH�DVVHVVPHQW�RI�WKHLU�VLQJOH�OHJ�VWDQFH��

1RWLFH�WKH�$6,6�LV�SRVWHULRU�WR�WKH�SXELF�V\PSK\VLV�LQ�WKH�
LPDJH�WR�WKH�ULJKW�

7KH�SRVWXUDO�DVVHVVPHQW�EHJLQV�ZLWK�REVHUYLQJ�WKH�FOLHQW�IURP�WKH�IURQW��EDFN��DQG�ERWK�VLGHV��7KH�
WUDLQHU�RU�WKHUDSLVW�QRWHV�WKH�FOLHQW¶V�DOLJQPHQW�DV�ZHOO�DV�WKH�SDUWLFXODU�VWUDWHJ\�WKH�FOLHQW�LV�XVLQJ�WR�
KROG�WKHPVHOYHV�LQ�WKDW�SRVWXUH��7KH�FOLHQW¶V�SDUWLFXODU�FRPPLWPHQW�WR�WKHLU�VWUDWHJ\�FDQ�EH�GHWHUPLQHG�
E\�JHQWO\�WU\LQJ�WR�PRYH�WKH�FOLHQW�IURP�WKHLU�SRVLWLRQ��)RU�H[DPSOH��ZLWK�WKH�FOLHQW�VWDQGLQJ��IDFLQJ�
DZD\�IURP�WKH�WKHUDSLVW��WKH�FOLHQW�FDQ�EH�SXVKHG�JHQWO\�VLGH�WR�VLGH�WR�GHWHUPLQH�KRZ�ULJLG�WKH\�DUH�
KROGLQJ�WKHLU�ERG\��,Q�QRUPDO�UHOD[HG�SRVWXUH��WKH�FOLHQW�VKRXOG�EH�SULPDULO\�XVLQJ�DQ�DQNOH�VWDELOL]DWLRQ�
VWUDWHJ\�VR�WKHUH�VKRXOG�QRW�EH�PXFK�RYHUDOO�ULJLGLW\�LQ�WKHLU�V\VWHP��,I�WKH�WKHUDSLVW�FDQQRW�HDVLO\�PRYH�
WKH�FOLHQW��WKH\�DUH�OLNHO\�XWLOL]LQJ�D�JULSSLQJ�RU�EUDFLQJ�VWUDWHJ\��7KLV�SURFHGXUH�FDQ�EH�SHUIRUPHG�LQ�
WKH�IROORZLQJ�UHJLRQV�

�� 7KH�WHVWHU�JHQWO\�SXVKHV�WKH�FOLHQW¶V�WKRUD[�VLGH�WR�VLGH�WR�QRWH�KRZ�ULJLG�WKH�FOLHQW�LV�KROGLQJ�WKHLU�
WKRUD[�

�� 7KH�WHVWHU�JHQWO\�WULHV�WR�EHQG�WKH�FOLHQW¶V�NQHHV�RQH�DW�D�WLPH�WR�GHWHUPLQH�KRZ�ULJLG�WKH�FOLHQW�LV�
KROGLQJ� WKHLU� ORZHU�H[WUHPLW\�DQG�KRZ�HDVLO\� WKH\�FDQ�PRYH� WKH�NQHH� WKURXJK� WKH�VDJLWWDO�SODQH�
ZKLOH�GRUVLÀH[LQJ� WKHLU� DQNOH��7KH� WHVWHU� FDQ�DOVR�PRYH� WKH�SDWHOODH�±� WKH\� VKRXOG�PRYH� IUHHO\��
/DFN�RI�PRELOLW\�RI�WKH�SDWHOODH�LQ�TXLHW�VWDQGLQJ�LQGLFDWHV�RYHU�FRQWUDFWLRQ�RI�WKH�TXDGULFHSV�IRU�
VWDELOL]DWLRQ�

�� 7KH�WHVWHU�JHQWO\�DWWHPSWV�WR�URWDWH�WKH�SHOYLV�DURXQG�WKH�ORZHU�H[WUHPLW\�WR�VHH�KRZ�HDVLO\�WKH�FOLHQW�
FDQ�GLVVRFLDWH�WKHLU�SHOYLV�IURP�WKHLU�KLSV��

$QRWKHU�SRVWXUDO�DVVHVVPHQW�VWUDWHJ\�WKDW�FDQ�EH�D�XVHIXO�WRRO�IRU�WKH�WUDLQHU�RU�WKHUDSLVW�LV�UHSRVLWLRQLQJ�
WKH�FOLHQW¶V��SRVWXUH�WR�GHWHUPLQH�WKHLU�FRPPLWPHQW�WR�WKDW�SRVWXUH�DQG�KRZ�HIIHFWLYHO\�LW�FKDQJHV�WKH�
RWKHU�SRVWXUDO�LVVXHV��/HH��������)RU�H[DPSOH��WKH�WKHUDSLVW�QRWHV�IRUZDUG�KHDG�SRVWXUH��D�GHSUHVVHG�
VFDSXOD�RQ�WKH�ULJKW��ODWHUDO�ÀH[LRQ�WKURXJK�WKH�WKRUD[��D�KLJK�ULJKW�SHOYLV��LQWHUQDO�URWDWLRQ�RI�WKH�ULJKW�
KLS��DQG�D�ÀDWWHQHG�ORQJLWXGLQDO�DUFK�RQ�WKH�ULJKW�IRRW��7KH�WKHUDSLVW�FDQ�KHOS�WKH�FOLHQW�DFKLHYH�D�EHWWHU�
IRRW�SRVLWLRQ�E\�UH�HVWDEOLVKLQJ�WKH�IRRW�WULSRG�DQG�VHHLQJ�ZKDW�HIIHFW�WKDW�KDV�RQ�WKH�UHVW�RI�WKH�SRVWXUDO�
DOWHUDWLRQV��,I�WKLV�DGMXVWPHQW�FRUUHFWV�WKH�PDMRULW\�RI�WKH�SRVWXUDO�IDXOWV��WKLV�LV�WKH�OLNHO\�SODFH�WR�HQWHU�
WKH�FOLHQW¶V�V\VWHP�DQG�EHJLQ�FRUUHFWLYH�H[HUFLVH��,I�WKLV�SURFHVV�GRHV�QRW�GUDPDWLFDOO\�FKDQJH�RU�LI�LW�
ZRUVHQV�WKH�FOLHQW¶V�SRVWXUH��WKH�WKHUDSLVW�PRYHV�WR�DQRWKHU�UHJLRQ�RI�WKH�ERG\�DQG�UHSHDWV�WKH�SURFHGXUH��
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437896%0�%77)771)28�
7KH�JRDO�LQ�WKLV�VHFWLRQ�LV�QRW�WR�GHVFULEH�DOO�WKH�QXDQFHV�RI�LGHDO�SRVWXUH�EXW�UDWKHU�WR�SRLQW�RXW�VRPH�
RI�WKH�NH\�DOLJQPHQW�ODQGPDUNV�DQG�FRPPRQ�SRVWXUDO�IDXOWV�WKDW�GLUHFWO\�DIIHFW�WKH�KLS�DQG�VKRXOGHU��
7KLV�LV�QRW�WR�VXJJHVW�WKDW�RWKHU�DUHDV�RI�WKH�ERG\�GR�QRW�KDYH�D�GLUHFW�HIIHFW�RQ�WKH�KLS�DQG�VKRXOGHU��EXW�

74-2)��8,36%<��%2(�4)0:-7

7KH� VSLQH� DQG� WKRUD[� VKRXOG� VWDFN�XS�YHUWLFDOO\�RYHU� WKH�SHOYLV�ZLWK� WKH� ORZHU� ULEV� LQ� D� UHODWLYHO\�
FDXGDO�SRVLWLRQ��7KHUH�VKRXOG�EH�D�JHQWOH�N\SKRWLF�FXUYH�LQ�WKH�WKRUD[�DQG�JHQWOH�ORUGRWLF�FXUYHV�LQ�WKH�
FHUYLFDO�DQG�OXPEDU�UHJLRQV�RI�WKH�VSLQH��7KH�VKRXOGHUV�DQG�SHOYLV�VKRXOG�EH�OHYHO�ZLWK�QR�H[FHVVLYH�
XQOHYHOLQJ��DQWHULRU�RU�SRVWHULRU� URWDWLRQ��RU� LQWUD�SHOYLF� URWDWLRQ��7KH�SXELF� V\PSK\VLV� VKRXOG� OLQH�
XS�YHUWLFDOO\�ZLWK�WKH�DQWHULRU�VXSHULRU�LOLDF�VSLQHV��7KH�QHFN�VKRXOG�EH�ORQJ�ZLWK�WKH�H\HV�OHYHO�ZLWK��
WKH�KRUL]RQ��VHH�LPDJHV�EHORZ���

1HXWUDO�SRVWXUH��
�ODWHUDO�YLHZ�

1HXWUDO�SRVWXUH��
�DQWHULRU�YLHZ�

UDWKHU�WR�SRLQW�RXW�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�VKRXOGHU��WUXQN��DQG�KLS�FRPSOH[HV��
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7'%490%�%2(�+0)23,91)6%0�.3-28

7KH�VFDSXODH�VKRXOG�EH�SRVLWLRQHG�DSSUR[LPDWHO\�EHWZHHQ�WKH�YHUWHEUDO�OHYHOV�RI�7�±7���7KH�PHGLDO�
ERUGHU� VKRXOG�EH� UHODWLYHO\�SDUDOOHO� WR� WKH� VSLQH�DQG�DSSUR[LPDWHO\� WZR� WR� WKUHH� LQFKHV�HTXLGLVWDQW�
IURP�LW��,I�WKH�LQIHULRU�DQJOH�RI�WKH�VFDSXOD�FDQ�EH�SDOSDWHG�FORVHU�WR�WKH�PLGOLQH�RI�WKH�VSLQH�WKDQ�WKH�
VXSHULRU�DQJOH��WKH�FOLHQW�LV�VDLG�WR�KDYH�GRZQZDUG�URWDWLRQ�RI�WKH�VFDSXOD��7KH�VFDSXODH�VKRXOG�UHVW�
FRPSOHWHO\�ÀXVK�RQ�WKH�WKRUD[��)ODULQJ�RI�WKH�VFDSXOD�LV�ZKHQ�WKH�HQWLUH�PHGLDO�ERUGHU�PRYHV�DZD\�
IURP�WKH�WKRUD[��ZKLOH�VFDSXODU�ZLQJLQJ�LV�ZKHQ�MXVW�WKH�LQIHULRU�DQJOH�RI�WKH�VFDSXOD�FRPHV�RII�WKH�
WKRUDFLF� FDJH��7KH� KXPHUXV� VKRXOG� VLW� LQ� WKH� JOHQRLG� IRVVD��ZKHUH� DSSUR[LPDWHO\� RQH�WKLUG� RI� WKH�
KXPHUDO�KHDG�FDQ�EH�SDOSDWHG�GLUHFWO\�XQGHU�WKH�DQWHULRU�DVSHFW�RI�WKH�DFURPLRQ�SURFHVV��,I�JUHDWHU�
WKDQ�RQH�WKLUG�FDQ�EH�SDOSDWHG��WKH�LQGLYLGXDO�LV�FRQVLGHUHG�WR�KDYH�DQ�DQWHULRU�KXPHUDO�KHDG�SRVLWLRQ��
7KH�VKRXOGHUV�VKRXOG�EH�LQ�QHXWUDO�DOLJQPHQW�ZLWK�QR�H[FHVVLYH�LQWHUQDO�RU�H[WHUQDO�URWDWLRQ��*HQHUDOO\�
WKH� HOERZ� IRVVDH� VKRXOG� IDFH� IRUZDUG� DQG� WKH� SDOPV�RI� WKH� KDQGV� VKRXOG� IDFH� WKH� ERG\� LQ� UHVWLQJ�
SRVWXUH��7KH�FOLHQW�LV�LQ�LQWHUQDO�URWDWLRQ�ZKHQ�WKH�HOERZ�IRVVDH�IDFH�WRZDUGV�WKH�ERG\�DQG�WKH�SDOPV�
IDFH�SRVWHULRUO\��2QH�ZD\�WR�DVVHVV�LI�WKH�VKRXOGHU�DQG�HOERZ�DOLJQPHQW�RULJLQDWHV�IURP�SRRU�VFDSXODU�
SRVLWLRQLQJ�RU�RYHUDFWLYLW\�RI�WKH�IRUHDUP�SURQDWRUV�LV�WR�SDVVLYHO\�UHSRVLWLRQ�WKH�VFDSXODH�LQWR�D�PRUH�
LGHDO�SRVLWLRQ�DQG�FKHFN�WKH�SRVLWLRQ�RI�WKH�HOERZ�IRVVDH�DQG�KDQGV��,I�VFDSXODU�UHSRVLWLRQLQJ�FKDQJHV�
WKH�DOLJQPHQW�RI�WKH�VKRXOGHU�DQG�HOERZ��LW�LV�D�VFDSXODU�VWDELOL]DWLRQ�LVVXH�DQG�WKH�WUDLQHU�RU�WKHUDSLVW�
FDQ�EHJLQ�ZRUNLQJ�RQ�WKDW��+RZHYHU��LI�WKLV�VWUDWHJ\�GRHV�QRW�FKDQJH�WKH�SRVLWLRQ��LW�LV�D�ORFDO�SUREOHP�
RI� JOHQRKXPHUDO� DQG� HOERZ� UHVWULFWLRQ� DQG� WKH� FOLHQW� OLNHO\� QHHGV� VSHFL¿F� UHOHDVH� VWUDWHJLHV� WR� WKH�
JOHQRKXPHUDO�DQG�HOERZ�UHJLRQV����

2)986%0�%0-+21)28�3*�8,)�8,36%<�%2(�74-2)

7KH�LQGLYLGXDO�LQ�WKLV�DOLJQPHQW�SUHVHQWV�ZLWK�QHXWUDO�VSLQDO�FXUYDWXUHV�
LQ� WKH� WKRUDFLF� DQG� OXPEDU� UHJLRQV�� HYHQ�ZLWK����GHJUHHV� RI� VKRXOGHU�
ÀH[LRQ��7KH�KHDG�LV�VWDFNHG�RYHU�WKH�WKRUD[�DQG�WKHUH�LV�PDLQWHQDQFH�RI�
WKH�WKRUDFRSHOYLF�FDQLVWHU�

.%2(%´7�944)6�%2(�03;)6�'6377)(�7=2(631)

7KLV� LQGLYLGXDO� SUHVHQWV� ZLWK� WKH� FODVVLF� 8SSHU� DQG� /RZHU� &URVVHG�
6\QGURPHV� DV� GHVFULEHG� E\� -DQGD�� 7KHUH� LV� DQ� LQFUHDVHG� WKRUDFLF�
FXUYDWXUH� �PLGGOH� DUURZ�� DQG� IRUZDUG� KHDG� DQG� VKRXOGHU� SRVLWLRQ�� DV�
ZHOO� DV� DQ� LQFUHDVH� LQ� WKH� OXPEDU� ORUGRVLV� �ERWWRP� DUURZ��� 1RWH� WKH�
VXSHULRU�SRVLWLRQ�RI�WKH�KXPHUDO�KHDG��WRS�DUURZ���7KLV�SRVWXUH�LV�PRUH�
FRPPRQ�LQ�PLGGOH�DJHG�LQGLYLGXDOV��WKRVH�ZKR�KDYH�PDQXDO�ODERU�MREV��
DQG�SHRSOH�ZLWK�RYHU�GHYHORSHG�PXVFOHV�RI�WKH�VXSHU¿FLDO�VWDELOL]DWLRQ�
V\VWHP�
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8,36%'-'�036(37-7

7KH�LQGLYLGXDO�LQ�WKH�LPDJH�WR�WKH�ULJKW�SUHVHQWV�ZLWK�D�ORUGRWLF�
FXUYH� IURP� WKH� PLG� OXPEDU� VSLQH� WKURXJK� WKH� XSSHU� WKRUDFLF�
VSLQH��7KLV�LV�D�FRPPRQ�SRVWXUH�LQ�\RXQJHU�LQGLYLGXDOV�DQG�WKRVH�
ZKR� H[HUFLVH� UHJXODUO\�� ,W� LV� FRPPRQ� IRU� ¿WQHVV� SURIHVVLRQDOV�
DQG� WKHUDSLVWV� WR� FXH� WKLV� SRVWXUH� LQWR� WKHLU� FOLHQWV� E\� XVLQJ�
YHUEDO� LQVWUXFWLRQV� VXFK� DV� ³OLIW� WKH� FKHVW´� RU� ³VWDQG� XS� WDOO�´�
7KHVH� LQGLYLGXDOV� ZLOO� DOVR� SUHVHQW� ZLWK� D� IRUZDUG� KHDG� DQG�
VKRXOGHU�SRVLWLRQ�DQG�RIWHQ�XVH�WKRUDFLF�H[WHQVLRQ�DV�D�VWUDWHJ\�
IRU� LPSURYLQJ� WKLV� SRVWXUH�� :KLOH� WKLV� PD\� VHHP� OLNH� JRRG�
DOLJQPHQW�� WKH� LQFUHDVH� LQ�HUHFWRU� WRQH�FDQ� OHDG� WR�GHFUHDVHV� LQ�
WKRUDFLF�PRELOLW\�DQG�LQ�WKH�DELOLW\�RI�WKHVH�LQGLYLGXDOV�WR�DFKLHYH�
LGHDO�SRVWHULRU�GLDSKUDJP�H[FXUVLRQ�

4378)6-36�4)0:-'�8-08

7KH�LQGLYLGXDO�LQ�WKH�LPDJH�WR�WKH�ULJKW�SUHVHQWV�ZLWK�D�SRVWHULRU�
WLOW�RI�WKH�SHOYLV�DQG�ORZHU�OXPEDU�ÀH[LRQ��6KH�LV�RYHUDFWLYDWLQJ�
KHU� DEGRPLQDO� ZDOO�� LQGLFDWHG� E\� WKH� VKDUS� LQGHQWDWLRQ� DW� WKLV�
ORFDWLRQ��LPDJH�WR�ULJKW���3DOSDWLRQ�RYHU�WKH�ODWHUDO�SHOYLV�LQGLFDWHV�
D� IRUZDUG� IHPRUDO�KHDG�SRVLWLRQ�DQG�D�KROORZLQJ�RI� WKH� ODWHUDO�
JOXWHDO�PXVFXODWXUH��7KLV�LV�D�FRPPRQ�VWUDWHJ\�WKDW�FOLHQWV�DGRSW��
DQG�RQH�WKDW�WUDLQHUV�DQG�WKHUDSLVWV�FXH�LQWR�WKHLU�FOLHQWV��7KHVH�
LQGLYLGXDOV� PXVW� EH� WDXJKW� WR� UHOD[� ERWK� WKHLU� DEGRPLQDO� ZDOO�
DQG� µVSUHDG¶� WKHLU� KLSV� RU� WKH\�ZLOO� SHUSHWXDWH� WKHLU�PRYHPHQW�
G\VIXQFWLRQV�

/I]�8S�7YGGIWW
4SWXYVI�ERH�%ZSMHERGI�7XVEXIKMIW�

4SWXYVEP� EPXIVEXMSRW� GER� GEYWI� HIGVIEWIW� MR� QSZIQIRX� IJ½GMIRG]� ERH� WIX� YT� TSXIRXMEPP]� HEQEKMRK�
QSZIQIRX�TEXXIVRW��*EYPX]�TSWXYVI�GER�FI�E�VIWYPX�SJ�QYWGPI�MQFEPERGIW�FYX�GER�EPWS�TIVTIXYEXI�QYWGPI�
MQFEPERGIW��8LIWI�MQFEPERGIW�GER�PIEH�GPMIRXW�XS�EZSMH�GIVXEMR�QSZIQIRXW�FIGEYWI�SJ�QYWGPI�MRLMFMXMSR�
SV�TEMR��8LIWI�GPMIRXW�GSQQSRP]�HS�RSX�IZIR�VIEPM^I�XLEX�XLI]�EVI�EZSMHMRK�E�GIVXEMR�QSZIQIRX�TEXXIVR�
FIGEYWI�XLMW�LEW�FIGSQI�XLIMV�³RSVQEP �́WXVEXIK]��-X�MW�RSX�E�UYIWXMSR�SJ�MJ�TSWXYVEP�EPXIVEXMSRW�GER�GEYWI�
JEYPX]�FMSQIGLERMGW�SV�XMWWYI�HEQEKI�FYX�VEXLIV�[LIR�

/)=��8LI�KSEP�SJ�GSVVIGXMZI�I\IVGMWI�MW�XS�MHIRXMJ]�XLI�GPMIRX´W�WXEFMPM^EXMSR�EW�[IPP�EW�EZSMHERGI�WXVEXIK]��
MQTVSZI�XLI�³[IEO �́PMRO��ERH�VI�IWXEFPMWL�MHIEP�TSWXYVEP��WXEFMPM^EXMSR��ERH�QSZIQIRX�TEXXIVRW�
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496437)��8S�IZEPYEXI�XLI�GPMIRX´W�EFMPMX]�XS�FEPERGI�EW�[IPP�EW�XLIMV�WXEFMPM^EXMSR�WXVEXIK]�MR�WMRKPI�PIK�WXERGI��

'0-)28��7XERHMRK�[MXL�XLI�EVQW�EX�XLI�WMHIW�ERH�XLI�PIKW�XSKIXLIV��TVIJIVEFP]�MR�FEVI�SV�WXSGOMRK�JIIX��

8)78��8LI�GPMIRX�PMJXW�SRI�PIK�XS�ETTVS\MQEXIP]����HIKVIIW��LSPHW�MX�JSV�E�WIGSRH�ERH�
TYXW�MX�FEGO�SR�XLI�¾SSV��VITIEXMRK�XLI�TVSGIHYVI�SR�XLI�SXLIV�WMHI��8LI]�GER�TIVJSVQ��
XLMW�WIZIVEP�XMQIW�XS�EPPS[�XLI�XIWXIV�XS�KIX�E�WIRWI�SJ�XLIMV�XVERWMXMSR�JVSQ�PIK�XS�PIK��
�

�
��

-28)646)8%8-32��8LI�GPMIRX�WLSYPH�FI�EFPI�XS�PMJX�XLIMV�PIK�[MXL�QMRMQEP�[IMKLX�WLMJX�SZIV�XLI�WXERGI�PIK�

,MTW�ERH�TIPZMW���8LI�TIPZMW�WLSYPH�VIQEMR�PIZIP�ERH�GIRXVEXIH�SZIV�XLI�JIQYV��0SWW�SJ�JVSRXEP�TPERI�WXEFMPM^EXMSR�
[MPP�VIWYPX�MR�XLI�GPEWWMG�TSWMXMZI�8VIRHIPIRFYVK´W�XIWX��%�GPMIRX�GER�GSQTIRWEXI�F]�PEXIVEPP]�¾I\MRK�XLIMV�XVYRO�
SZIV�XLI�WXERGI�PIK��GSQTIRWEXIH�8VIRHIPIRFYVK´W
��³&YXX�KVMTTIVW �́[MPP�HVMZI�XLI�JIQSVEP�LIEH�JSV[EVH�MR�XLI�
EGIXEFYPYQ�EW�XLI]�EXXIQTX�XS�WXEFMPM^I�XLIMV�LMT��GVIEXMRK�E�LSPPS[MRK�SV�HMZSX�FILMRH�XLIMV�KVIEXIV�XVSGLERXIV��
8LI�XIWXIV�GER�TEPTEXI�JSV�XLMW�F]�TPEGMRK�XLIMV�½RKIVW�PMKLXP]�MR�JVSRX�ERH�XLIMV�XLYQFW�PMKLXP]�FILMRH�XLI�GPMIRX´W�
KVIEXIV�XVSGLERXIV�SJ�XLI�WXERGI�PIK�HYVMRK�XLI�XIWX��-R�XLI�¾I\IH�LMT��XLI�XIWXIV�GER�EPWS�HIXIVQMRI�XLI�GPMIRX´W�
EFMPMX]�XS�HMWWSGMEXI�XLIMV�LMT�EW�XLI]�FVMRK�XLI�LMT�MRXS�E�¾I\IH�TSWMXMSR��-RXIVREP�VSXEXMSR�SJ�XLI�WXERGI�PIK�MW�
ERSXLIV�GSQQSR�WMKR�SJ�TSSV�LMT�WXEFMPM^EXMSR�HYVMRK�XLI�WMRKPI�PIK�WXERGI��

8LI�GPMIRX´W�TEXIPPE�[MPP�XIRH�XS�VSXEXI�QIHMEPP]�[LIR�ZMI[IH�JVSQ�XLI�JVSRX��ERH�XLI�TEXIPPE�JSWWE�PMOI[MWI�
VSXEXIW�PEXIVEPP]�[LIR�SFWIVZIH�TSWXIVMSVP]��8LIWI�GPMIRXW�[MPP�EHHMXMSREPP]�HIQSRWXVEXI�MRGVIEWIH�EGXMZMX]�SJ�
XLI�XIRWSV�JEWGMEI�PEXEI�ERH�HIGVIEWIH�EGXMZMX]�MR�XLI�TSWXIVMSV�½FIVW�SJ�XLI�KPYXIYW�QIHMYW�HYVMRK�TEPTEXMSR�SJ�
XLI�WXERGI�PIK��8LI�XIWXIV�QE]�RSXI�L]TIVXVSTL]�SJ�XLI�XIRWSV�JEWGMEI�PEXEI�ERH�EXVSTL]�MR�XLI�KPYXIYW�QIHMYW�
YTSR�TEPTEXMSR�MR�XLI�GPMIRX�[MXL�GLVSRMG�ORII�SV�LMT�TEMR����

7TMRI��8LIVI� WLSYPH� FI� ER� IPSRKEXMSR�SJ� XLI� WTMRI� ERH� VIPEXMZIP]� PMXXPI� VSXEXMSR�SJ� MX� EW� XLI� LMT� MW� ¾I\IH��
)\GIWWMZI�PYQFEV�WTMRI�¾I\MSR�SV�XLSVEGSPYQFEV�I\XIRWMSR�MR�XLI�WEKMXXEP�TPERI�SV�XVERWZIVWI�TPERI�VSXEXMSR�
MRHMGEXIW�PSWW�SJ�WTMREP�WXEFMPMX]���

*SSX��8LI�JSSX�WLSYPH�VIQEMR�MR�E�VIPEXMZIP]�WXEFPI�XVMTSH�TSWMXMSR�SR�XLI�¾SSV�[MXL�RS�I\GIWWMZI�XSI�KVMTTMRK�
SV�I\GIWWMZI�EROPI�[SFFPI��)\GIWWMZI�XSI�KVMTTMRK�MW�GSRWMHIVIH�E�H]WJYRGXMSREP�WXVEXIK]���
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496437)��8S�IZEPYEXI�XLI�GPMIRX´W�EFMPMX]�XS�I\XIRH�XLIMV�XLSVEGMG�WTMRI�ERH�I\XIVREPP]�VSXEXI�XLIMV�WLSYPHIVW�

'0-)28��7XERHMRK�[MXL�XLI�LIEH�ERH�WTMRI�¾EX�EKEMRWX�XLI�[EPP��WLSYPHIVW�EFHYGXIH�XS����HIKVIIW��ERH�IPFS[W�
¾I\IH�XS����HIKVIIW��

8)78��8LI�GPMIRX�QEMRXEMRW�XLI�WTMRI�TSWMXMSR�ERH�I\XIVREPP]�VSXEXIW�XLI�
WLSYPHIVW��8LI�XIWXIV�QSRMXSVW�JSV�XLI�GPMIRX´W�EFMPMX]�XS�QEMRXEMR�E�PSRK��
WTMRI�ERH�VSXEXI�XLIMV�WLSYPHIVW��[LMPI�RSXMRK�ER]�EW]QQIXVMIW�MR�VERKI��
SJ�QSXMSR���
�

-28)646)8%8-32��8LI� GPMIRX� WLSYPH� FI� EFPI� XS�QEMRXEMR� XLI� WTMRI� EKEMRWX� XLI�[EPP� [LMPI� VSXEXMRK� XLI�
WLSYPHIVW��

,IEH� ERH� WTMRI��1ER]� GPMIRXW�[MPP� FI� YREFPI� XS� EGLMIZI� E� ¾EX� WTMRI� EKEMRWX� XLI�[EPP��8LI� KSEP� MW� RSX� XS�
RIGIWWEVMP]�QEMRXEMR�XLI�WTMRI�MR�E�¾EX�TSWMXMSR�EKEMRWX�XLI�[EPP��FYX�VEXLIV�XS�WII�[LIVI�XLI�GPMIRX�MW�YREFPI�
XS�PIRKXLIR�XLIMV�WTMRI��8LI]�QE]�FI�MR�I\GIWWMZI�JSV[EVH�LIEH�ERH�WYFSGGMTMXEP�I\XIRWMSR��MRGVIEWIH�XLSVEGMG�
¾I\MSR��ERH�SV� XLSVEGSPYQFEV�L]TIVI\XIRWMSR�XLEX�TVSLMFMXW� XLIQ�JVSQ�EGLMIZMRK� XLMW�TSWMXMSR��8LI�XIWXIV�
WLSYPH�GYI�XLIQ�XS�WII�LS[�EHETXMZI�XLEX�TSWMXMSR�SJ�XLI�WTMRI�MW�¯�MJ�XLI]�GER�QSHMJ]�XLI�TSWMXMSR�[MXL�GYMRK��
XLEX�EVIE�MW�RSX�XLI�OI]�HVMZIV��8LI�OI]�VIKMSRW�EVI�XLSWI�VIKMSRW�XLEX�XLI�GPMIRX�MW�YREFPI�XS�FI�GYIH�SYX�SJ��

7LSYPHIV��8LI�KSEP�MW�XS�KIX�XLI�WGETYPE�XS�TSWXIVMSVP]�XMPX�ERH�WPMHI�EVSYRH�XLI�XLSVE\�XS�IREFPI�XLI�GPMIRX�XS�
VIEGL�E�VIPEXMZIP]�¾EX�JSVIEVQ�TSWMXMSR�EKEMRWX�XLI�[EPP��6EVIP]�MW�E�PEGO�SJ�I\XIVREP�KPIRSLYQIVEP�VSXEXMSR�XLI�
VIEWSR�XLEX�E�GPMIRX�MW�YREFPI�XS�EGLMIZI�XLMW�TSWMXMSR��+IRIVEPP]�MX�MW�ER�MREFMPMX]�XS�EGLMIZI�IRSYKL�XLSVEGMG�
I\XIRWMSR�MR�EHHMXMSR�XS�XLIMV�PEGO�SJ�EFMPMX]�XS�TSWXIVMSVP]�XMPX��HITVIWW��ERH�EFHYGX�XLI�WGETYPE��

7)%8)(�,-4�*0)<-32�

496437)��8S�IZEPYEXI�XLI�GPMIRX´W�EFMPMX]�XS�¾I\�XLIMV�LMT�[LMPI�WXEFMPM^MRK�XLIMV�WTMRI�MR�WMRKPI�LMT�WYTTSVX��

'0-)28��7MXXMRK�SR�XLI�IHKI�SJ�XLI�XEFPI�[MXL�XLI�PIKW�LERKMRK�SJJ�XLI�IHKI�ERH�XLI�EVQW�FIRX�XS����HIKVIIW��

8)78��8LI�GPMIRX�PMJXW�SRI�PIK�SJJ�XLI�XEFPI��LSPHW�MX�JSV�E�WIGSRH��
ERH�TYXW�MX�FEGO�SR�XLI�XEFPI��VITIEXMRK�XLI�TVSGIHYVI�SR�XLI��
SXLIV�WMHI��8LI]�GER�TIVJSVQ�XLMW�WIZIVEP�XMQIW�XS�EPPS[�XLI�
XIWXIV�XS�KIX�E�WIRWI�SJ�XLIMV�XVERWMXMSR�JVSQ�PIK�XS�PIK��
�
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�

-28)646)8%8-32��8LI�WIEXIH�TSWXYVI�PMQMXW�XLI�PS[IV�PIKW�MR�XLI�IZEPYEXMSR�SJ�WTMREP�WXEFMPMX]��8LI�GPMIRX�
WLSYPH�FI�EFPI�XS�PMJX�XLIMV�PIK�[MXL�QMRMQEP�[IMKLX�WLMJX�SZIV�XLI�WXEXMSREV]�LMT��8LI]�[MPP�XIRH�XS�W[E]�ERH�
SV� PEXIVEPP]� ¾I\� XLIMV� WTMRI� MR� XLI� TVIWIRGI� SJ� TSSV� LMT� ¾I\MSR� HMWWSGMEXMSR� SV� WXEFMPMX]� MR� XLI� WXEXMSREV]�
PYQFSTIPZMG�LMT�GSQTPI\�

7TMRI��8LIVI�WLSYPH�FI�ER�IPSRKEXMSR�SJ�XLI�WTMRI�ERH�VIPEXMZIP]�PMXXPI�WTMREP�VSXEXMSR�SJ�MX�EW�XLI]�¾I\�XLIMV�LMT��
)\GIWWMZI�WTMRI�¾I\MSR�MR�XLI�WEKMXXEP�TPERI��PEXIVEP�XVYRO�¾I\MSR��SV�XVERWZIVWI�TPERI�VSXEXMSR�MRHMGEXIW�PSWW�SJ�
WTMREP�WXEFMPMX]�ERH�SV�TSSV�LMT�HMWWSGMEXMSR���

7)%8)(�7,390()6�*0)<-32�%2(�%&(9'8-32�

496437)��8S�IZEPYEXI�XLI�GPMIRX´W�EFMPMX]�XS�HMWWSGMEXI�XLIMV�KPIRSLYQIVEP�NSMRX�ERH�WXEFMPM^I�XLIMV�WGETYPSXLSVEGMG�
NSMRX�HYVMRK�¾I\MSR�ERH�EFHYGXMSR�SJ�XLI�WLSYPHIV��8S�IZEPYEXI�XLI�QSFMPMX]�ERH�WXEFMPMX]�MR�XLI�YTTIV�XLSVE\�
[LMPI�QEOMRK�E�FMPEXIVEP�GSQTEVMWSR�SJ�VERKI�SJ�QSXMSR��

'0-)28��7MXXMRK�SR�XLI�IHKI�SJ�XLI�XEFPI�[MXL�XLI�PIKW�LERKMRK�SJJ�XLI�IHKI�ERH�XLI�EVQW�WXVEMKLX���

8)78��8LI�GPMIRX�PMJXW�SRI�EVQ�WXVEMKLX�SZIVLIEH��¾I\MSR
��LSPHW�MX�JSV�E�
WIGSRH��ERH�TYXW�MX�HS[R��VITIEXMRK�XLI�TVSGIHYVI�SR�XLI�SXLIV�WMHI���
8LI]�TIVJSVQ�XLMW�XIWX�FSXL�YRMPEXIVEPP]�ERH�FMPEXIVEPP]��8LI]�VITIEX�XLMW��
XIWX�JSV�EFHYGXMSR��TIVJSVQMRK�FSXL�YRMPEXIVEP�ERH�FMPEXIVEP�ZIVWMSRW��
�

�
�

-28)646)8%8-32��8LI�GPMIRX�WLSYPH�FI�EFPI�XS�PMJX�XLIMV�WLSYPHIV�[MXL�QMRMQEP�GLERKI�MR�WTMREP�SV�LIEH�
TSWMXMSR��9RMPEXIVEPP]��XLI�WTMRI�WLSYPH�VIQEMR�VIPEXMZIP]�WXVEMKLX�HYVMRK�¾I\MSR�ERH�PEXIVEPP]�¾I\�WPMKLXP]�E[E]�
JVSQ�XLI�WMHI�SJ�XLI�EVQ�FIMRK�PMJXIH�HYVMRK�EFHYGXMSR��8LI�WTMRI�WLSYPH�I\XIRH�WPMKLXP]�MR�XLI�WEKMXXEP�TPERI�
HYVMRK�FSXL�FMPEXIVEP�¾I\MSR�ERH�EFHYGXMSR��8LI�QSXMSR�WLSYPH�FI�JEMVP]�W]QQIXVMGEP�SR�FSXL�WMHIW��%�HMJJIVIRGI�
MR�VERKI�SJ�QSXMSR�SJ����HIKVIIW�SV�KVIEXIV�MW�GSRWMHIVIH�WMKRM½GERX�

)GGIRXVMG�GSRWMHIVEXMSRW��8LI�GPMIRX�QYWX�FI�EFPI� XS�GSRXVSP� XLIMV� WGETYPE�IGGIRXVMGEPP]� EW� XLI]� PS[IV� XLIMV�
EVQ��8LIVIJSVI��MX�MW�TEVXMGYPEVP]�MQTSVXERX�XS�HMVIGXP]�SFWIVZI�XLI�WGETYPE�[MXL�XLI�WLMVX�SJJ�MR�QEPIW�ERH�[MXL�E�
WTSVXW�FVE�MR�JIQEPIW��-J�XLI�XIWXIV�GERRSX�WII�XLI�WGETYPEI�XLI]�QYWX�TEPTEXI�PMKLXP]�EVSYRH�XLI�QIHMEP�ERH�PEXIVEP�
FSVHIVW�SJ�XLI�WGETYPE�EW�XLI�GPMIRX�KSIW�XLVSYKL�XLI�QSXMSR��0S[IV�WGETYPEV�ERKPI�TVSQMRIRGI�ERH�E�VETMH��
YRGSSVHMREXIH�HIWGIRX�SJ�XLI�WGETYPE�EW�XLI�GPMIRX�PS[IVW�XLIMV�EVQ�EVI�GSQQSR�WMKRW�SJ�TSSV�WGETYPEV�GSRXVSP��
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496437)��8S�HIXIVQMRI� XLI�TSWMXMSR� ERH�QSFMPMX]�SJ� XLI� GPMIRX´W� XLSVE\�� MR� EHHMXMSR� XS� XLIMV� VIWTMVEXSV]�
TEXXIVRW��8LIWI�EWWIWWQIRXW�[MPP�LIPT�HMGXEXI�FSXL�XLI�GPMIRX´W�WXEFMPM^EXMSR�ERH�VIWTMVEXSV]�WXVEXIKMIW���

'0-)28��0]MRK�WYTMRI�SR�XLI�XEFPI�[MXL�XLI�PIKW�WXVEMKLX�ERH�XLI�EVQW�EX�XLI�WMHIW�

8)78��8LI�XIWXIV�JMVWX�SFWIVZIW�XLI�TSWMXMSR�SJ�XLI�XLSVE\�ERH�XLI�GPMIRX´W�VIWXMRK�VIWTMVEXSV]�WXVEXIK]��
8LIR�XLI�GPMIRX�MW�EWOIH�XS�XEOI�E�QE\MQYQ�MRLEPEXMSR�ERH�I\LEPEXMSR��HYVMRK�[LMGL�XLI�GPMIRX´W�WXVEXIK]�
MW�EKEMR�SFWIVZIH��*MREPP]�XLI�XIWXIV��
TIVJSVQW�XLI�VMF�GEKI�QSFMPMX]�XIWX�F]��
TPEGMRK�XLIMV�LERHW�SR�XLI�GPMIRX´W�VMF��
GEKI�ERH�KIRXP]�VSGOMRK�MX�WMHI�XS�WMHI��
EPSRK�MXW�PIRKXL��
�

�

-28)646)8%8-32��8LSVE\��8LI� VMF� GEKI� WLSYPH� PMI� W]QQIXVMGEPP]�¾EX�SR� XLI� XEFPI��[MXL� KIRXPI� PSVHSXMG�
GYVZIW�RSXIH�MR�XLI�GIVZMGEP�ERH�PYQFEV�WTMRIW�ERH�E�KIRXPI�O]TLSWMW�MR�XLI�XLSVEGMG�WTMRI��(YVMRK�XLI�VMF�GEKI�
QSFMPMX]�XIWX��XLI�XLSVE\�WLSYPH�FI�TPMEFPI�ERH�HIQSRWXVEXI�VIPEXMZIP]�IUYEP�QSFMPMX]�WMHI�XS�WMHI��8LI�PEGO�SJ�
IEWI�MR�XLI�QSFMPMX]�XIWX�MRHMGEXIW�VMKMHMX]��IMXLIV�WIGSRHEV]�XS�KPSFEP�WXMJJRIWW�JVSQ�E�³KVMTTMRK �́WXVEXIK]�SV�KPSFEP�
PEGO�SJ�NSMRX�QSFMPMX]�MR�XLI�XLSVE\��8LMW�MW�GSQQSR�MR�MRHMZMHYEPW�[MXL�GLVSRMG�FEGO�TEMR��[IMKLX�PMJXIVW��WQSOIVW��
ERH�XLSWI�[MXL�EWXLQE��EPPIVKMIW��ERH�WMQMPEV�GLVSRMG�VIWTMVEXSV]�HMWSVHIVW�[LS�HIZIPST�VIPEXMZIP]�[MHI�ERH�
MQQSFMPI�XLSVE\IW��8LI�GPMIRX�GER�EPWS�FI�XIWXIH�JSV�E�HMEWXEWMW�VIGXM�F]�LEZMRK�XLIQ�TIVJSVQ�E�QMRM�GVYRGL�ERH�
IMXLIV�RSXMRK�QMHPMRI�HMWXIRWMSR�SV�TEPTEXMRK�E�KET�[MXLMR�XLI�X[S�WMHIW�SJ�XLI�VIGXYW�EFHSQMRMW�QYWGPIW��;LMPI�
GSQQSR�MR�TEVXYQ�ERH�TSWX�TEVXYQ�[SQIR��MX�MW�EPWS�JSYRH�MR�QER]�SZIV[IMKLX�QEPIW�HYI�XS�[MHIRMRK�SJ�
XLI�PS[IV�GSWXSWXIVREP�ERKPI�EW�[IPP�EW�ER�SZIVYXMPM^EXMSR�SJ�E�TSSV�MRXVE�EFHSQMREP�WXEFMPM^EXMSR�WXVEXIK]�

6IWTMVEXMSR��(YVMRK�VIWTMVEXMSR��XLIVI�WLSYPH�FI�XLVII�HMQIRWMSREP�FVIEXLMRK��QIERMRK�XLI�VMFW�WLSYPH�QSZI�
WYTIVMSV�XS�MRJIVMSV��PEXIVEPP]��ERH�ERXIVMSV�XS�TSWXIVMSV��8LI�TVIWIRGI�SJ�YTTIV�EMV[E]�ERH�EFHSQMREP�FVIEXLMRK�
[MXL� XLI� PEGO�SJ� VMF�GEKI�QSXMSR�EVI�GSQQSR�WMKRW�SJ� VIWTMVEXSV]�H]WJYRGXMSR��8LIWI� MRHMZMHYEPW�[MPP� EPWS�
KIRIVEPP]�HIQSRWXVEXI�L]TIVXVSTL]�SJ�XLI�WGEPIRIW�ERH�WXIVRSGPIMHSQEWXSMH�EW�XLI]�XIRH�XS�SZIVYWI�XLIMV�
EGGIWWSV]�QYWGPIW�SJ� VIWTMVEXMSR��8LI]�[MPP�TVIWIRX�[MXL� JSV[EVH�LIEH�TSWXYVI�ERH�WYFSGGMTMXEP�I\XIRWMSR�
FIGEYWI�XLI]�EVI�SZIVYXMPM^MRK� XLI�RIGO�QYWGPIW�FSXL� JSV� VIWTMVEXMSR�ERH� JSV�IPIZEXMSR�SJ� XLI� XLSVE\��8LMW�
WXVEXIK]�EPWS�PIEHW�XS�XLI�MRGVIEWIH�VMF�GEKI�ERKPI�ERH�¾EVMRK�SJ�XLI�PS[IV�VMFW��

7LSYPHIV��8LI�WLSYPHIVW�[MPP� VIWX�SJJ� XLI�XEFPI�HYI�XS�WLSVXRIWW�SJ�XLI�TIGXSVEPMW�QMRSV�EW�E�VIWYPX�SJ� MXW �́
SZIVYWI�EW�ER�EGGIWWSV]�QYWGPI�SJ�VIWTMVEXMSR��'LVSRMG�YWI�SJ�XLMW�WXVEXIK]�[MPP�PIEH�XS�XLI�TIGXSVEPMW�QMRSV�
TYPPMRK�XLI�WGETYPE�YT�ERH�SZIV�XLI�XLSVE\�ERH�VIWYPX�MR�WGETYPEV�[MRKMRK���
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496437)��8S��IZEPYEXI�XLI�GPMIRX´W�EFMPMX]�XS�HMWWSGMEXI�XLIMV�KPIRSLYQIVEP�ERH�JIQSVSEGIXEFYPEV�NSMRXW�ERH�
GSQTEVI�WMHI�XS�WMHI�VERKI�SJ�QSXMSR��

'0-)28��0]MRK�WYTMRI�SR�XLI�XEFPI�[MXL�XLI�EVQW�ERH�PIKW�WXVEMKLX�����

8)78���7LSYPHIVW��8LI�GPMIRX�EFHYGXW�XLI�WLSYPHIV�XS����HIKVIIW�ERH�¾I\IW�XLI�IPFS[�XS����HIKVIIW�TSWMXMSR��
8LI�GPMIRX�EGXMZIP]�VSXEXIW�XLI�WLSYPHIV��VITIEXMRK�XLI�TVSGIHYVI�SR�FSXL�WMHIW��8LI�XIWXIV�GER�KYMHI�XLI�EVQ�
PMKLXP]�XS�IRWYVI�TYVI�E\MEP�VSXEXMSR��8LI�XIWXIV�XLIR�TEWWMZIP]�VSXEXIW�XLI�GPMIRX´W�WLSYPHIV�MRXIVREPP]��TEPTEXMRK�
SZIV�XLI�ERXIVMSV�ERH�TSWXIVMSV�EWTIGXW�SJ�XLI�LYQIVEP�LIEH��RSXMRK�XLI�VERKI�SJ�QSXMSR�ERH�[LIXLIV�SV�RSX�
XLI�GPMIRX�QEMRXEMRW�E�TYVI�E\MW�SJ�VSXEXMSR��8LI�GPMIRX´W�VERKI�SJ�QSXMSR�ERH�KPIRSLYQIVEP�GSRXVSP�WMHI�XS�WMHI�
MW�XLIR�GSQTEVIH��)\XIVREP�VSXEXMSR�GER�FI�GLIGOIH�EW�[IPP��

,MTW��8LI�GPMIRX�EGXMZIP]�MRXIVREPP]�VSXEXIW�XLI�LMTW�SRI�EX�E�XMQI�
ERH�XLI�XIWXIV�RSXIW�XLI�VERKI�SJ�QSXMSR�FMPEXIVEPP]��8LI�XIWXIV��
WXERHW�JEGMRK�XLI�GPMIRX�ERH�KVEWTW�XLI�GPMIRX´W�EROPI�NYWX�EFSZI��
XLI�QEPPISPM�ERH�TEWWMZIP]�MRXIVREPP]�VSXEXIW�XLI�LMT��MQEKIW�VMKLX
���
8LMW�MW�VITIEXIH�SR�XLI�SXLIV�WMHI��GSQTEVMRK�FSXL�XLI�VERKI�ERH��
VIPEXMZI�IRH�JIIP�SJ�XLI�QSZIQIRX��)\XIVREP�VSXEXMSR�GER�FI��
GLIGOIH�EW�[IPP�

-28)646)8%8-32��8LI�GPMIRX�WLSYPH�FI�EFPI�XS�QEMRXEMR�ER�MHIEP�E\MW�SJ�VSXEXMSR�ERH�HIQSRWXVEXI�VIPEXMZIP]�
W]QQIXVMGEP�VERKI�SJ�QSXMSR��%����HIKVIIW�SV�KVIEXIV�HMJJIVIRGI�MR�VERKI�SJ�QSXMSR�MW�GSRWMHIVIH�WMKRM½GERX�

7LSYPHIVW��-X�MW�GSQQSR�XS�WII�XLI�LYQIVYW�KPMHI�ERXIVMSVP]�MR�FSXL�XLI�EGXMZI�ERH�TEWWMZI�TLEWIW�SJ�XLI�
I\IVGMWI� MR�XLI�TVIWIRGI�SJ�E�WXMJJ�TSWXIVMSV� NSMRX�GETWYPI�ERH�SV�WLSVXRIWW�SJ�XLI�I\XIVREP�VSXEXSVW��XIVIW�
QMRSV�ERH� MRJVEWTMREXYW
�� -R� XLIWI�GEWIW�� XLI� XIWXIV�EGXMZIP]� VIWIEXW� XLI�LYQIVEP�LIEH� MR� XLI�KPIRSMH� JSWWE�
ERH� VITIEXW� XLI� XIWX��+IRIVEPP]�� XLIVI� MW� E� WMKRM½GERX� VIWXVMGXMSR� MR� XLI� EZEMPEFPI� VERKI�SJ�QSXMSR� ERH� XLI�
EW]QQIXVMIW�FIGSQI�QSVI�ETTEVIRX�

,MTW��8LI�GPMIRX�[MXL�MRXIVREP�LMT�VIWXVMGXMSR�QE]�¾I\�XLI�ORII�ERH�SV�VSXEXI�XLI�TIPZMW�MR�XLI�TVIWIRGI�SJ�
PMQMXIH�LMT�VSXEXMSR��
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496437)��8S�IZEPYEXI�XLI�GPMIRX´W�EZEMPEFPI�VERKI�SJ�EROPI�QSXMSR�[LMPI�QEOMRK�E�FMPEXIVEP�GSQTEVMWSR�SJ�
XLIMV�VERKI�SJ�QSXMSR��

'0-)28��0]MRK�WYTMRI�SR�XLI�XEFPI�[MXL�XLI�PIKW�WXVEMKLX���

8)78��8LI�GPMIRX�EGXMZIP]�MRZIVXW�ERH�HSVWM¾I\IW�SRI�EROPI�ERH�VITIEXW�SR�XLI�SXLIV�WMHI��PIJX�ERH�GIRXVI�
MQEKIW
��8LI�XIWXIV�XLIR�TEWWMZIP]�MRZIVXW�ERH�HSVWM¾I\IW�XLI�GPMIRX´W�EROPI�XS�XLIMV�IRH�VERKI��GSQTEVMRK�XLI�
VERKI�SJ�QSXMSR�XS�XLI�MRHMZMHYEP´W�EGXMZI�VERKI�EW�[IPP�EW�FIX[IIR�PIJX�ERH�VMKLX�EROPIW��VMKLX�MQEKI
�

-28)646)8%8-32��8LI�GPMIRX�WLSYPH�FI�EFPI�XS�EGLMIZI�E�QMRMQYQ�SJ����HIKVIIW�SJ�EROPI�HSVWM¾I\MSR��
[LMGL�MW�VIUYMVIH�JSV�YRGSQTIRWEXIH�KEMX��1MGLEYH�����
��8LI�XIWXIV�GSQTEVIW�FMPEXIVEP�VERKIW�SJ�QSXMSR�
ERH�RSXIW�[LIXLIV�XLI�VIWXVMGXIH�WMHI�LEW�ER�IRH�JIIP�XLEX�MW�IMXLIV�WXMJJ�ERH�EFVYTX�SV�IPEWXMG��%�WXMJJ��EFVYTX�
IRH�JIIP� KIRIVEPP]� MRHMGEXIW� E� NSMRX� ½\EXMSR�� [LIVIEW� ER� IPEWXMG� IRH�JIIP� MW� YWYEPP]� XLI� VIWYPX� SJ� TSWXIVMSV�
GSQTEVXQIRX�WXMJJRIWW��8LI�JSVQIV�VIUYMVIW�NSMRX�QSFMPM^EXMSR�F]�E�GLMVSTVEGXMG�TL]WMGMER��SWXISTEXLMG�TL]WMGMER�
SV� TL]WMSXLIVETMWX�� [LMPI� XLI� PEXXIV� [MPP� VIWTSRH� XS� E� HMVIGX� WSJX�XMWWYI� VIPIEWI� WXVEXIK]�� (IGVIEWIH� EROPI�
HSVWM¾I\MSR�MW�E�GSQQSR�GEYWI�SJ�GSQTIRWEXSV]�QSXMSR�EX�XLI�ORII�ERH�SV�JSSX�

/I]�8S�7YGGIWW
1YWGPI�8IWXMRK�ERH�XLI�1YWGPI�'LEMRW

1YWGPIW��JEWGME��ERH�PMKEQIRXW�EVI�MRXMQEXIP]�GSRRIGXIH��JSVQMRK�GLEMRW�XLVSYKLSYX�XLI�LYQER�FSH]��.YWX�
EW�E�GLEMR�MW�SRP]�EW�WXVSRK�EW�MXW�[IEOIWX�PMRO��XLIWI�XMWWYI�GLEMRW�EVI�SRP]�EW�WXVSRK�EW�XLIMV�[IEOIWX�
PMRO��8LI�ZEPYI�SJ�QYWGPI�XIWXMRK�MW�XLEX�MRHMZMHYEP�³[IEO �́SV�MRLMFMXIH�PMROW�MR�XLI�GLEMR�GER�FI�HMWGSZIVIH�
XLVSYKL�WTIGM½G�QYWGPI�XIWXMRK��

/)=��1YWGPI�XIWXMRK�WLSYPH�FI�MRGPYHIH�EW�E�ZEPYEFPI�GSQTSRIRX�SJ�XLI�EWWIWWQIRX�TVSGIWW��
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496437)�� 8S� IZEPYEXI� XLI� GPMIRX´W� EFMPMX]� XS� WXEFMPM^I� XLIMV� XLSVEGSTIPZMG� GERMWXIV�� MR� EHHMXMSR� XS� PSEHMRK��
GIRXVEXMRK��ERH�HMWWSGMEXMRK�XLI�WLSYPHIV�GSQTPI\��

'0-)28��%WWYQMRK�E�TYWL�YT�TSWMXMSR�SR�XLI�¾SSV��'ER�FI�QSHM½IH�XS�XLI�WMHI�SJ�E�XEFPI�SV�E�[EPP�JSV�GPMIRXW�
[LS�HS�RSX�TSWWIWW�XLI�WXVIRKXL�SV�WXEFMPMX]�XS�KIX�HS[R�SR�XLI�¾SSV���

8)78��8LI�GPMIRX�TIVJSVQW�E�TYWL�YT��PS[IVMRK�XLIQWIPZIW�XS�XLI�
¾SSV�ERH�TYWLMRK�FEGO�XS�XLI�WXEVXMRK�TSWMXMSR��-J�SRI�TYWL�YT�MW��
TIVJSVQIH�[IPP��XLI�GPMIRX�TIVJSVQW�E�WIX�SJ��¯���VITIXMXMSRW��
�HITIRHMRK�YTSR�XLIMV�EFMPMX]
�XS�HIXIVQMRI�LS[�QER]�GER�FI��
TIVJSVQIH�FIJSVI�PSWMRK�JSVQ��-RHMGEXI�EX�[LEX�RYQFIV�ERH��
[LIVI�XLI�GPMIRX�FVIEOW�HS[R��

-28)646)8%8-32��8LI�GPMIRX�WLSYPH�FI�EFPI�XS�QEMRXEMR�E�WXEFPI�WTMRI�ERH�WGETYPEI�XLVSYKLSYX�XLI�TEXXIVR��

,IEH�ERH�WTMRI��8LI�GPMIRX�[MPP�TVSXVEGX� XLIMV�LIEH�ERH�SV�KS� MRXS�WYFSGGMTMXEP�I\XIRWMSR�HYVMRK� XLI�XIWX��
MRHMGEXMRK�TSWWMFPI�PSWW�SJ�HIIT�WXEFMPM^EXMSR�F]�PSRKYW�GETMXMW�ERH�GSPPM�

8VYRO� ERH� WTMRI��8LI� GPMIRX� GER� L]TIVI\XIRH� XLVSYKL� XLI� XLSVEGSPYQFEV� NYRGXMSR� ERH� ¾I\� XLVSYKL� XLI�
XLSVEGMG� ERH�SV� PYQFEV� VIKMSRW� SJ� XLI� WTMRI� MRHMGEXMRK� XLEX� XLI]� LEZI� PSWX� MRXVMRWMG� EFMPMX]� XS� WXEFMPM^I� XLI�
XLSVEGSTIPZMG�GERMWXIV��

7GETYPEI��8LI�WGETYPEI�WLSYPH�VIQEMR�¾YWL�[MXL�XLI�XLSVE\�HYVMRK�XLI�TEXXIVR��8LI]�WLSYPH�EHHYGX�WPMKLXP]�
HYVMRK� XLI� IGGIRXVMG� SV� PS[IVMRK� TLEWI� ERH� EFHYGX� WPMKLXP]� HYVMRK� XLI� GSRGIRXVMG� SV� PMJXMRK� TLEWI� SJ� XLI�
XIWX�� )\GIWWMZI� WGETYPEV� EHHYGXMSR� HYVMRK� XLI� IGGIRXVMG� TLEWI�� SV� EFHYGXMSR� HYVMRK� XLI� GSRGIRXVMG� TLEWI��
EGGSQTERMIH�F]�[MRKMRK��¾EVMRK��SV�HS[R[EVH�VSXEXMSR�HYVMRK�ER]�TEVX�SJ�XLI�XIWX�MW�ER�MRHMGEXMSR�SJ�TSSV�
WGETYPEV�WXEFMPMX]�

,MTW�ERH�PIKW��,MT�¾I\MSR�ERH�SV�ORII�¾I\MSR�GER�MRHMGEXI�XMKLXRIWW�MR�XLIWI�EVIEW�FYX�EVI�EPWS�WMKRW�SJ�TSSV�
XLSVEGSTIPZMG�WXEFMPM^EXMSR���
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*92'8-32%0�197'0)�8)78-2+
³9LUWXDOO\�HYHU\�FRQGLWLRQ�«�LQYROYHV�VRPH�IRUP�RI�PXVFOH�G\VIXQFWLRQ�DQG�LQKLELWLRQ��007��PDQXDO�
PXVFOH�WHVWLQJ���ZKHQ�SURSHUO\�WDXJKW�DQG�H[HFXWHG��JLYHV�SUDFWLWLRQHUV�WKH�XQLTXH�DELOLW\�WR�GLDJQRVH�
WKHVH�SUREOHPV�´��&XWKEHUW������

)XQFWLRQDO�PXVFOH� WHVWLQJ� �)07�� FDQ� EH� XWLOL]HG� DV� DQ� LPSRUWDQW� HYDOXDWLRQ� WRRO� LQ� GHYHORSLQJ� D�
FRUUHFWLYH� H[HUFLVH�� WUDLQLQJ�� RU� WKHUDSHXWLF� VWUDWHJ\��:KLOH� LW� LV� EH\RQG� WKH� VFRSH� RI� WKLV� ERRN� WR�
GLVFXVV�DOO� WKH�QXDQFHV�RU� WKH�PXOWLWXGH�RI�PDQXDO�PXVFOH� WHVWLQJ��007��� LWV�XVH�DV�DQ�HYDOXDWLRQ�
WRRO�LV�XQSDUDOOHOHG��:KLOH�VRPH�TXHVWLRQ�WKH�YDOLGLW\��DFFXUDF\��DQG�XVHIXOQHVV�RI�PXVFOH�WHVWLQJ��LI�
SHUIRUPHG�SURSHUO\��SUHFLVLRQ�007�FDQ�JLYH�WKH�WHVWHU�YDOXDEOH�LQIRUPDWLRQ�DERXW�WKH�IXQFWLRQ�RI�WKH�
QHUYRXV�V\VWHP�DQG�LQWHJULW\�RI�WKH�FOLHQWV�VWDELOL]DWLRQ�V\VWHP��

0DQ\�UHDGHUV�DUH�IDPLOLDU�ZLWK�WUDGLWLRQDO�007��ZKLFK�LV�WDXJKW�LQ�PHGLFDO��FKLURSUDFWLF��DQG�SK\VLFDO�
WKHUDS\� VFKRROV��0DQXDO�PXVFOH� WHVWLQJ� DV� SDUW� RI� D� IXQFWLRQDO� DVVHVVPHQW� LV� GHPRQVWUDWHG� LQ� WKH�
DFFODLPHG� ERRN�0XVFOHV�� 7HVWLQJ� DQG� )XQFWLRQ�� )LIWK� (GLWLRQ� E\� .HQGDOO�� 0F&UHDU\�� 3URYDQFH��
5RGJHUV��DQG�5RPDQL��������7KLV�W\SH�RI�007�WHVWV�WKH�VSHFL¿F�VWUHQJWK�RI�D�PXVFOH�WR�DQ�DSSOLHG�
IRUFH��

007�ZDV�ODWHU�H[SDQGHG�XSRQ�E\�*HRUJH�*RRGKHDUW�WKURXJK�LWV�XVH�LQ�$SSOLHG�.LQHVLRORJ\��5DWKHU�
WKDQ�WHVWLQJ�WKH�RYHUDOO�VWUHQJWK�RI�D�PXVFOH��'U��*RRGKHDUW�XVHG�ZKDW�ZRXOG�ODWHU�EH�WHUPHG�µPXVFOH�
WHVWLQJ�DV�IXQFWLRQDO�QHXURORJ\¶�DV�DQ�HYDOXDWLRQ�RI�KRZ�HI¿FLHQWO\�WKH�QHUYRXV�V\VWHP�ZDV�LQ�FRQWUROOLQJ�
WKH�PXVFOH�V\VWHP��:DOWKHU��������7KLV�V\VWHP�RI�PXVFOH�WHVWLQJ�GLG�QRW�WHVW�IRU�VWUHQJWK�RU�ZHDNQHVV�
EXW�UDWKHU�KRZ�WKH�PXVFOH�UHDFWHG�WR�DQ�DSSOLHG�IRUFH���

³,Q�PRVW�FDVHV��WKH�UHVXOWV�RI�D�WHVW�GR�QRW�GHSHQG�RQ�ZKHWKHU�RU�QRW�WKH�PXVFOH�LV�VWURQJ�RU�ZHDN��EXW�
KRZ�WKH�QHUYRXV�V\VWHP�FRQWUROV�WKH�PXVFOH�´��:DOWKHU�������

$�VWXGHQW�RI�*RRGKHDUW��WKH�ODWH�$ODQ�%HDUGDOO��'&��ZRXOG�H[SDQG�RQ�WKH�XVH�RI�007�DQG�ZDV�WKH�¿UVW�
WR�GHPRQVWUDWH�RYHU�WKUHH�KXQGUHG�PXVFOH�WHVWV��RQH�IRU�HDFK�VSHFL¿F�GLYLVLRQ�RI�D�PXVFOH��%HDUGDOO�
�������%HOLHYLQJ�PXVFOHV�ZHUH�WKH�GLVSOD\�XQLWV�RI� WKH�ERG\��%XKOHU��������%HDUGDOO�GHPRQVWUDWHG�
WKDW��HYHQ�LQ�WKH�SUHVHQFH�RI�D�VWURQJ�PDQXDO�PXVFOH�WHVW��D�PXVFOH�FRXOG�WHVW�ZHDN�LI�HDFK�LQGLYLGXDO�
PXVFOH�GLYLVLRQ�ZDV�WHVWHG�LQGLYLGXDOO\��+H�ZHQW�RQ�WR�GHYHORS�D�V\VWHP�RI�HYDOXDWLRQ�DQG�FRUUHFWLRQ�
RI�WKLV�PXVFOH�LQKLELWLRQ�WKDW�HYHQWXDOO\�IRUPHG�WKH�EDVLV�RI�&OLQLFDO�.LQHVLRORJ\�

$GGLWLRQDOO\�� %HDUGDOO� SLRQHHUHG� WHVWLQJ� HDFK�PXVFOH� GLYLVLRQ� LQ� LWV� UHVSHFWLYH� VKRUWHQHG� SRVLWLRQ�
RU� SRVLWLRQV� WKDW� EHVW� DSSUR[LPDWHG� WKH� RULJLQ� DQG� LQVHUWLRQ�� ,W� ZDV� KLV� RSLQLRQ� WKDW� WKH� PXVFOH�
PHFKDQRUHFHSWRUV�ZHUH� WKH�PRVW� VHQVLWLYH� LQ� WKH� OHQJWKHQHG�SRVLWLRQ�DQG� WKH� OHDVW� VHQVLWLYH� LQ� WKH�
VKRUWHQHG�SRVLWLRQ��%XKOHU��������+H�WKHUHIRUH�FUHDWHG�D�VHULHV�RI�VSHFL¿F�PXVFOH�WHVWV�WR�H[DPLQH�HDFK�
LQGLYLGXDO�PXVFOH�GLYLVLRQ�LQ�LWV�UHVSHFWLYH�VKRUWHQHG�SRVLWLRQ��6HYHUDO�RI�*RRGKHDUW¶V�DQG�%HDUGDOO¶V�
PXVFOH�WHVWLQJ�FRQFHSWV�FDQ�EH�IRXQG�LQ�)07�±�VSHFL¿FDOO\��WKH�XVH�RI�WKH�VKRUWHQHG�PXVFOH�SRVLWLRQ��
WKH� WZR�VHFRQG�FRQVLVWHQW� UHVLVWDQFH�UDWKHU� WKDQ�VWHDGLO\� LQFUHDVLQJ�UHVLVWDQFH� WKDW� LV�DSSOLHG� WR� WKH�
PXVFOH��DQG�WKH�LQWHUSUHWDWLRQ�RI�D�VWURQJ��LQWDFW�PXVFOH�YHUVXV�D�ZHDN��LQKLELWHG�PXVFOH��
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496437)�3*�*18
)07�HYDOXDWHV�WKH�IXQFWLRQDO�DELOLW\�RI�WKH�QHUYRXV�V\VWHP�WR�UHDFW�WR�DQ�DSSOLHG�IRUFH��,Q�RWKHU�ZRUGV��
LW�LV�WHVWLQJ�WKH�UHDFWLRQ�RI�WKH�QHUYRXV�V\VWHP�WR�DQ�LPSRVHG�GHPDQG��$�IRUFH�LV�DSSOLHG�WR�D�VSHFL¿F�
MRLQW� SRVLWLRQ� DQG� WKH� UHVSRQVH� RI� WKH� QHUYRXV� V\VWHP� LV� QRWHG��7KH� SULQFLSOH� EHKLQG� )07� LV� WKDW�
LI�WKH�QHXURPXVFXORIDVFLDO�V\VWHP��106��FDQQRW�GHPRQVWUDWH�DGHTXDWH�VWDELOL]DWLRQ�VWUHQJWK�LQ�WKH�
FRQWUROOHG� WHVW�SRVLWLRQV�� LW�ZLOO�EH� IRUFHG� WR�XWLOL]H� VXEVWLWXWLRQ�DQG�FRPSHQVDWRU\� VWUDWHJLHV�ZKHQ�
DVNHG�WR�SHUIRUP�IXQFWLRQDO�PRYHPHQW�SDWWHUQV��$V�PHQWLRQHG��LQ�DGGLWLRQ�WR�D�WKRURXJK�KLVWRU\�DQG�
PRYHPHQW�VFUHHQ��)07�FDQ�KHOS�IRUPXODWH�D�YHU\�FRQVLVWHQW�HYDOXDWLRQ�RI�D�FOLHQW¶V�RYHUDOO�QHUYRXV�
V\VWHP�IXQFWLRQ��

)07�FDQ�EH�SHUIRUPHG�DV�SDUW�RI��DV�ZHOO�DV�EHIRUH�DQG�DIWHU��D�WUDLQLQJ�RU�WKHUDS\�VHVVLRQ��*HQHUDOO\�
VSHDNLQJ�� LI�D�FOLHQW�SUHVHQWV� WR�D� WUDLQLQJ�RU� WKHUDS\�VHVVLRQ�DQG�SDVVHV�DOO� WKUHH�PXVFOH� WHVWV� �VHH�
PXVFOH�WHVW�VHFWLRQ�EHORZ���WKH\�DUH�JHQHUDOO\�FRQVLGHUHG�WR�EH�LQ�D�JRRG�SRVLWLRQ�WR�EH�SURJUHVVHG�LQ�
WKDW�VHVVLRQ��+RZHYHU��LI�WKH�FOLHQW�SUHVHQWV�ZLWK�RYHUDOO�LQVWDELOLW\�RU�SDLQ�LQ�RQH�RU�PRUH�RI�WKHVH�WHVWV��
IXUWKHU�ORDGLQJ�ZLWK�IXQFWLRQDO�H[HUFLVH�LV�OLNHO\�WR�RYHUORDG�WKHLU�QHXURPXVFXORIDVFLDO�V\VWHP��7KH\�
ZLOO�UHTXLUH�VRPH�W\SH�RI�DFWLYDWLRQ�VWUDWHJ\��VHH�ODWHU�VHFWLRQ�RQ�DFWLYDWLRQ�VWUDWHJLHV��EHIRUH�WKH\�DUH�
SURJUHVVHG�WR�IXQFWLRQDO�H[HUFLVH��,W�LV�LPSRUWDQW�WR�QRWH�WKDW�DQ�RSWLPDO�FRUUHFWLYH�H[HUFLVH��WUDLQLQJ��
RU�WKHUDS\�VHVVLRQ�VKRXOG�QHYHU�FDXVH�D�SUHYLRXVO\�WHVWHG�VWURQJ�PXVFOH�WR�VXEVHTXHQWO\�WHVW�ZHDN�

$W�WKH�HQG�RI�WKH�VHVVLRQ��)07�LV�SHUIRUPHG�WR�HQVXUH�WKDW�WKH�FRUUHFWLYH�H[HUFLVH��WUDLQLQJ�SURJUDP��
RU�WKHUDS\�VHVVLRQ�KDG�LWV�LQWHQGHG�UHVSRQVH��QDPHO\�DQ�LPSURYHPHQW�RI�IXQFWLRQ��,I�WKH�FOLHQW�UHPDLQV�
VWURQJ��LW�LV�OLNHO\�WKDW�WKH\�KDYH�UHVSRQGHG�ZHOO�WR�WKH�VWLPXOL�RI�WKDW�VHVVLRQ��+RZHYHU��LI�WKH�FOLHQW�
WHVWV�ZHDN�DIWHU�WKH�VHVVLRQ��LW�LV�SRVVLEOH�WKDW�HLWKHU�WKH�WUDLQLQJ�RU�WKH�FRUUHFWLYH�VWUDWHJ\�ZDV�LQFRUUHFW�
RU�WKDW�WKH�ORDG�ZDV�WRR�JUHDW�IRU�WKH�FXUUHQW�VWDWH�RI�WKHLU�106��FDXVLQJ�LQKLELWLRQ��7HVWLQJ�ZHDN�DIWHU�
SUHYLRXVO\�WHVWLQJ�VWURQJ�LV�DQ�LQGLFDWLRQ�WKDW�WKH�106�GLG�QRW�DFFHSW�WKH�LQWHUYHQWLRQ�LQ�D�SRVLWLYH�
ZD\��,Q�WKHVH�FDVHV��WKH�WUDLQHU�RI�WKHUDSLVW�PXVW�UHDVVHVV�¿UVW�WKH�W\SH�RI�LQWHUYHQWLRQ�WKDW�ZDV�XWLOL]HG�
�ZHUH� WKH� H[HUFLVHV� WRR� LQWHQVH�� GLG� WKH\� FDXVH� WKH� FOLHQW� WR� IDWLJXH��ZHUH� WKH\� WKH� ULJKW� H[HUFLVHV��
HWF���DQG�QH[W��WKH�W\SH�RI�VWUDWHJ\�WKH�FOLHQW�ZDV�XVLQJ�WR�SHUIRUP�WKH�H[HUFLVHV��ZHUH�WKH\�EUHDWKLQJ�
FRUUHFWO\��ZHUH�WKH\�DEOH�WR�PDLQWDLQ�RSWLPDO�MRLQW�FHQWUDWLRQ�GXULQJ�WKH�FRUUHFWLYH�H[HUFLVHV��GLG�WKH\�
VWRS�WKH�H[HUFLVHV�RQFH�WKH\�ZHUH�XQDEOH�WR�PDLQWDLQ�LGHDO�EUHDWKLQJ�DQG�MRLQW�FHQWUDWLRQ��HWF����7KH�
SUHYLRXV�FRQVLGHUDWLRQV�DUH�YHU\�LPSRUWDQW�IDFWRUV�WR�FRQVLGHU��HVSHFLDOO\�GXULQJ�WKH�UHKDELOLWDWLYH�DQG�
FRUUHFWLYH�H[HUFLVH�SKDVHV�RI�D�SURJUDP��DQG�PXVFOH�WHVWLQJ�FDQ�KHOS�IRUPXODWH�WKH�DQVZHUV�WR�WKRVH�
TXHVWLRQV�ZKHQ�SHUIRUPHG�EHIRUH�DQG�DIWHU�WKH�FOLHQW�SHUIRUPV�WKH�H[HUFLVH����

*92'8-32%0�786)2+8,�%2(�*92'8-32%0�78%&-0-8=
7KH�WHUPV�µZHDN¶�DQG�µVWURQJ¶�DUH�RIWHQ�XVHG�WR�GHWHUPLQH�WKH�UHVXOWV�RI�D�PXVFOH�WHVW�DQG�DUH�DSSURSULDWH�
IRU�WUDGLWLRQDO�007��+RZHYHU��)07�GRHV�QRW�HYDOXDWH�PXVFOH�VWUHQJWK�EXW�UDWKHU�WKH�DELOLW\�RI�WKH�
QHUYRXV� V\VWHP� WR�KROG� D� GHWHUPLQHG� WHVW� SRVLWLRQ�� ,Q� RWKHU�ZRUGV��)07� WHVWV� VWDELOLW\� UDWKHU� WKDQ�
VWUHQJWK��7KHUHIRUH�� D� µVWURQJ¶� WHVW�ZLOO� LQGLFDWH� WKH� QHUYRXV� V\VWHP�FDQ�JHQHUDWH� RSWLPDO� VWDELOLW\��
ZKHUHDV�D�µZHDN¶�WHVW�ZLOO�LQGLFDWH�PXVFOH�LQKLELWLRQ�RI�WKDW�SDUWLFXODU�PXVFOH�DQG�RU�LQVWDELOLW\�RI�WKH�
VWDELOL]LQJ�MRLQW��)RU�H[DPSOH��LQKLELWLRQ�RI�WKH�VXSUDVSLQDWXV�DOORZV�WKH�KXPHUDO�KHDG�WR�ULVH�VXSHULRUO\�
GXULQJ�VKRXOGHU�DEGXFWLRQ��ZKLFK�GHFUHDVHV�WKH�DELOLW\�WR�JHQHUDWH�DGHTXDWH�IRUFH��FDXVLQJ�D�ZHDNQHVV�
LQ�WKH�VKRXOGHU�DEGXFWLRQ�WHVW�EHFDXVH�WKH�KXPHUDO�KHDG�GRHV�QRW�UHPDLQ�FHQWUDWHG�LQ�WKH�JOHQRLG�IRVVD��
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6LPLODUO\��FHUYLFDO� VSLQH� LQVWDELOLW\�FDQ�FUHDWH�D�ZHDN�PXVFOH� WHVW�EHFDXVH� WKH�QHUYRXV�V\VWHP�ZLOO��
EH� SURWHFWLQJ� WKH� FHUYLFDO� VSLQH� IURP� WKH� IRUFH� WKDW� LV� EHLQJ� GULYHQ� LQWR� LW� WKURXJK� WKH� VKRXOGHU���
2QH� ZD\� WR� GLIIHUHQWLDWH� EHWZHHQ� WKHVH� WZR� VFHQDULRV� LV� WR� SHUIRUP� D� FHUYLFDO� VSLQH� GLVWUDFWLRQ��
WHFKQLTXH��7KLV�FDQ�EH�DQ\�FRPELQDWLRQ�RI�OLJKW�WUDFWLRQ��VSLQDO�PDQLSXODWLRQ��DQG�EUHDWKLQJ��DQG�RU�
KDYLQJ�WKH�FOLHQW�YLVXDOL]H�OHQJWKHQLQJ�WKHLU�QHFN�DQG�UHOD[LQJ�WKH�XSSHU�VKRXOGHU�DQG�QHFN�WLJKWQHVV��
EDVHG�XSRQ�WKH�WKHUDSLVW¶V�RU�WUDLQHU¶V�VFRSH�RI�SUDFWLFH�DQG�NQRZOHGJH�RI�WKH�WHFKQLTXH��7KH�VKRXOGHU�
DEGXFWLRQ� WHVW� LV� WKHQ� UHSHDWHG� DQG� LI� LW� LPSURYHV� WKH� FOLHQW¶V� DELOLW\� WR� KROG� WKH� WHVW�� LW� LV� OLNHO\� D�
SUR[LPDO�VSLQDO�VWDELOL]DWLRQ�LVVXH��,I�WKH�FOLHQW�LV�VWLOO�XQDEOH�WR�KROG�WKH�WHVW�SRVLWLRQ��LW�LV�SRVVLEO\�
D�PRUH� ORFDOL]HG� VKRXOGHU� SUREOHP� WKDW� UHTXLUHV� IXUWKHU� WHVWLQJ� WR� GHWHUPLQH� WKH�G\VIXQFWLRQ��7KLV�
SURFHGXUH�FDQ�EH�XWLOL]HG�LQ� WKH� WUXQN�ZLWK� WKH� ODWHUDO� WUXQN�ÀH[LRQ�WHVW�DQG�LQ� WKH� ORZHU�H[WUHPLW\�
ZLWK� WKH�KLS�DEGXFWLRQ� WHVW��7KH� LPSRUWDQW� WKLQJ� WR�QRWH� LV� WKDW�PXVFOHV�FDQ�RIWHQ� WHVW�ZHDN� LQ� WKH�
SUHVHQFH�RI�SUR[LPDO�LQVWDELOLWLHV��,Q�RWKHU�ZRUGV��LQDELOLW\�WR�EUHDWKH�FRUUHFWO\�DQG�VWDELOL]H�WKH�73&�
FDQ�OHDG�WR�LQKLELWLRQ�RI�WKH�H[WUHPLWLHV��ZKLFK�LV�DQRWKHU�UHDVRQ�ZK\�)07�FDQ�EH�D�YDOXDEOH�SDUW�RI�
WKH�DVVHVVPHQW�SURFHVV��

79&78-898-32�4%88)627
7KH�DGGLWLRQDO�EHQH¿W�RI�PXVFOH�WHVWLQJ�LV�WKDW�LW�DOORZV�WKH�WUDLQHU�RU�WKHUDSLVW�WR�GHWHFW�VXEVWLWXWLRQ�
SDWWHUQV��,W�LV�FRPPRQ�WR�KDYH�D�FOLHQW�ZKR�FDQQRW�PDLQWDLQ�VWDELOLW\�GXULQJ�D�SDUWLFXODU�PRYHPHQW�
SDWWHUQ�DQG�IRU�ZKRP�FXLQJ�GRHV�QRW�KHOS�WR�FRUUHFW�WKHLU�SRVLWLRQ��7DNH��IRU�H[DPSOH��WKH�FOLHQW�ZKR�
FDQQRW�PDLQWDLQ�WKH�VTXDUHG�SHOYLV�SRVLWLRQ�GXULQJ�D�VSOLW�VTXDW�SDWWHUQ��7KH�WUDLQHU�RU�WKHUDSLVW�DWWHPSWV��
WR� YHUEDOO\� DQG� NLQHVWKHWLFDOO\� FXH� WKH� FOLHQW�� ZKLFK� SURYLGHV� QR� FKDQJH� WR� WKH� FOLHQW¶V� DELOLW\� WR�
PDLQWDLQ� WKH� FRUUHFW� DOLJQPHQW��7HVWLQJ� WKH�PXVFOHV� WKDW� KHOS�PDLQWDLQ� WKH� VTXDUHG� SHOYLV��PDLQO\��
WKH�KLS� URWDWRUV� DQG� DEGXFWRUV�� FDQ�KHOS� WKH� WUDLQHU� RU� WKHUDSLVW� ORRN� IRU� WKH� WHVW� SRVLWLRQV� WKDW� WKH��
FOLHQW�KDV�D�KDUG�WLPH�JHWWLQJ�LQWR�DQG�RU�PDLQWDLQLQJ��DV�WKHVH�ZLOO�OLNHO\�EH�WKH�UHJLRQV�FRQWULEXWLQJ�
WR�WKH�PRYHPHQW�G\VIXQFWLRQ��

&RPPRQ�VXEVWLWXWLRQ�SDWWHUQV�LQFOXGH�JOREDO�ULJLGLW\�DQG�EUDFLQJ��EHQGLQJ�RI�WKH�QHFN��RYHUH[WHQVLRQ�
RU�ÀH[LRQ�RI�WKH�VSLQH��DQG�DEGRPLQDO�KROORZLQJ�

7KH�FOLHQW�GHPRQVWUDWHV�DQ�LGHDO� WUXQN�VWDELOL]DWLRQ�SDWWHUQ�GXULQJ�WKH�XSSHU�H[WUHPLW\�PXVFOH� WHVW��
QRWLFH�KRZ�DQ�LQIHULRU�SRVLWLRQ�RI�WKH�ULE�FDJH�LV�PDLQWDLQHG��OHIW�LPDJH���1RWH�WKH�DEGRPLQDO�KROORZLQJ�
DQG�HOHYDWLRQ�RI�WKH�ULE�FDJH��LQGLFDWLQJ�SRRU�WUXQN�VWDELOL]DWLRQ�SDWWHUQ��WR�DQ�DSSOLHG�IRUFH��ULJKW�LPDJH���
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6)7-78%2')
$V�PHQWLRQHG�DERYH��)07�LV�WHVWLQJ�WKH�UHDFWLRQ�RI�WKH�QHUYRXV�V\VWHP��QRW�WKH�RYHUDOO�VWUHQJWK�RI�WKH�
PXVFOH��7KHUHIRUH��WKH�WUDLQHU�RU�WKHUDSLVW�ZLOO�DSSO\�D�GLUHFW�DQG�VWHDG\�SUHVVXUH�WR�WKH�PXVFOHV�DQG�
QRW�DWWHPSW�WR�RYHUSRZHU�WKH�FOLHQW��7KH�FOLHQW�DSSOLHV�D�SHUSHQGLFXODU�IRUFH�WR�WKH�WHVWLQJ�OLPE�RU�WUXQN�
LQ�DQ�HYHQ��VWHDG\�PDQQHU��7KH�WUDLQHU�RU�WKHUDSLVW�DSSOLHV�D�IRUFH�WR�PDWFK�WKH�FOLHQW¶V�UHVLVWDQFH�IRU�
WZR�VHFRQGV��FRXQWLQJ�µRQH�RQH�WKRXVDQG��WZR�RQH�WKRXVDQG¶��DQG�WKHQ�UHOD[HV�WKHLU�IRUFH��7KH�FOLHQW�
VKRXOG�EH�DEOH�WR�PDLQWDLQ�WKH�WHVW�SRVLWLRQ�DJDLQVW�WKH�UHVLVWDQFH�ZLWK�QR�FKDQJH�LQ�SRVLWLRQ��,I�WKH\�
DUH�XQDEOH�WR�KROG�WKH�WHVW�SRVLWLRQ��WKH\�FDQ�EH�JLYHQ�XS�WR�WKUHH�DWWHPSWV��$Q\�IXUWKHU�DWWHPSWV�ZLOO�
OLNHO\�IDWLJXH�WKH�FOLHQW��SURGXFLQJ�LQDFFXUDWH�UHVXOWV��

+6%(-2+
)07�LV�JUDGHG�RQ�D�SDVV�IDLO�VFDOH��,W�LV�FRQVLGHUHG�D�µSDVVHG¶�RU�µVWURQJ¶�WHVW�LI�WKH�FOLHQW�PDLQWDLQV�
WKH�WHVW�SRVLWLRQ�IRU�WZR�VHFRQGV�ZLWK�QR�DOWHUDWLRQV�LQ�WKH�WHVW�SRVLWLRQ��,W�LV�FRQVLGHUHG�D�µIDLOHG¶�RU�
µLQKLELWHG¶�WHVW�LI�WKH�FOLHQW�FDQQRW�DFKLHYH�RU�PDLQWDLQ�WKH�WHVW�SRVLWLRQ�RU�LI�WKHUH�DUH�FRPSHQVDWRU\�
PRYHPHQWV�RI�WKH�OLPEV�RU�WUXQN��3DLQ�GXULQJ�WKH�WHVW�LV�DOZD\V�FRQVLGHUHG�D�IDLOHG�WHVW��,I�WKH�FOLHQW�
IDLOV�WKH�WHVW��IXUWKHU�WHVWLQJ�RQ�WKDW�UHJLRQ�VKRXOG�EH�DGPLQLVWHUHG�WR�GHWHUPLQH�WKH�FDXVDWLYH�IDFWRUV����

'0-)28�437-8-32
7KH�FOLHQW�OLHV�VXSLQH�RQ�WKH�WDEOH�WR�KHOS�HQVXUH�VWDELOL]DWLRQ�DV�ZHOO�DV�WR�GLPLQLVK�WKH�FRQWULEXWLRQ�RI�
SRRU�SUR[LPDO�VWDELOLW\�WR�WKH�WHVW��)RU�H[DPSOH��WKH�KLS�DEGXFWRUV�FDQ�EH�WHVWHG�ZLWK�WKH�FOLHQW�O\LQJ�RQ�
WKHLU�VLGH��+RZHYHU��WKH�LQGLYLGXDO�KDV�WR�KROG�WKH�ZHLJKW�RI�WKHLU�OHJ�DJDLQVW�JUDYLW\�DV�ZHOO�DV�VWDELOL]H�
WKH�OXPEDU�VSLQH�DQG�VDFURLOLDF�MRLQWV��3UR[LPDO�MRLQW�LQVWDELOLW\�LQ�HLWKHU�WKH�OXPEDU�VSLQH�RU�WKH�SHOYLV�
FDQ�FRQWULEXWH� WR�GLVWDO� �KLS�DEGXFWRU��ZHDNQHVV�HYHQ� LQ� WKH�SUHVHQFH�RI�VWURQJ�KLS�DEGXFWRUV��7KH�
VXSLQH�O\LQJ�SRVLWLRQ�GLPLQLVKHV�VRPH�RI�WKHVH�SUR[LPDO�VWDELOLW\�LVVXHV�VR�WKH�WHVW�PRUH�DFFXUDWHO\�
PRQLWRUV�WKH�LQWHQGHG�PXVFOHV������

8,)�197'0)�8)787
:KLOH�WKHUH�DUH�DQ\�QXPEHU�RI�VSHFL¿F�PXVFOH�WHVWV�WKDW�FDQ�EH�XVHG��)07�RI�KLS�DQG�VKRXOGHU�DEGXFWLRQ�
DV�ZHOO�DV�ODWHUDO�WUXQN�ÀH[LRQ�ZLOO�EH�XWLOL]HG�WR�SURYLGH�D�JHQHUDO�LPSUHVVLRQ�RI�DQ�LQGLYLGXDO¶V�RYHUDOO�
KLS�DQG�VKRXOGHU�VWUHQJWK�DV�ZHOO�DV�WUXQN�VWDELOL]DWLRQ�SDWWHUQV��*URXS�PXVFOH�WHVWV�ZLOO�EH�FDUULHG�RXW�
LQ�OLHX�RI�LQGLYLGXDO�PXVFOH�WHVWLQJ�DV�SDUW�RI�WKH�JHQHUDO�DVVHVVPHQW��:KLOH�VRPH�PD\�TXHVWLRQ�WKH�
YDOLGLW\�RI�WKLV�DSSURDFK�RYHU�LVRODWHG�PXVFOH�WHVWV��%HDUGDOO��������QRWHG�³JURXS�PXVFOHV�UHSUHVHQW�D�
FRQVHQVXV�RI�RSLQLRQ�RI�DQ�DUHD�RI�WKH�ERG\�´�7KHVH�WHVWV�DUH�WKHUHIRUH�XVHG�DV�D�UHSUHVHQWDWLYH�RI�DQ�
DUHD�RI�WKH�ERG\��,I�G\VIXQFWLRQ�LV�REVHUYHG��WKHQ�IXUWKHU�DWWHQWLRQ�DQG�DVVHVVPHQW�LV�ZDUUDQWHG�IRU�WKDW�
DUHD�RI�WKH�ERG\��,I�LW�LV�FOHDU�RI�G\VIXQFWLRQ��WKH�WUDLQHU�RU�WKHUDSLVW�ZLOO�PRYH�RQ�WR�DQRWKHU�UHJLRQ�RI�
WKH�ERG\��DOZD\V�UHFKHFNLQJ�WKHVH�WKUHH�UHJLRQV�DW�WKH�HQG�RI�DQ\�FRUUHFWLYH�VHVVLRQ��

6KRXOGHU�DEGXFWLRQ�LV�XVHG�WR�WHVW�WKH�LQÀXHQFH�RI�WKH�QHFN�RQ�WKH�XSSHU�OLPE�DV�ZHOO�DV�IRU�ORRNLQJ�
DW�WKH�FOLHQW¶V�WUXQN�DQG�QHFN�VWDELOL]DWLRQ�VWUDWHJ\�WR�DQ�LPSRVHG�UHVLVWDQFH�RQ�WKH�XSSHU�H[WUHPLW\��
+LS� DEGXFWLRQ� LV� XVHG� WR� WHVW� WKH� LQÀXHQFH� RI� WKH� OXPEDU� VSLQH� RQ� WKH� ORZHU� H[WUHPLW\� DV�ZHOO� DV�
WUXQN�VWDELOL]DWLRQ�GXULQJ� LPSRVHG�UHVLVWDQFHV�RQ� WKH� ORZHU�H[WUHPLW\��/DWHUDO� WUXQN�ÀH[LRQ� LV�XVHG�
WR�GHWHUPLQH�ODWHUDO�WUXQN�VWDELOLW\�DQG�VWDELOL]DWLRQ�VWUDWHJLHV�GXULQJ�GLUHFW�UHVLVWDQFH�DSSOLHG�WR�WKH�
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WUXQN��:KLOH� WKHVH� WKUHH�PXVFOH� WHVWV�KDYH�EHHQ�FKRVHQ� IRU� WKHLU� VHQVLWLYLW\� �DV�DQ�H[SUHVVLRQ�RI� D�
FOLHQW¶V�JHQHUDO�IXQFWLRQDO�VWDELOLW\��DQG�HDVH�RI�SHUIRUPDQFH��WKLV�LV�QRW�WR�VXJJHVW�WKDW�RWKHU�PXVFOH�
WHVWV�FDQQRW�EH�XVHG�DQG�SURGXFH�VLPLODU� UHVXOWV�� ,W� VKRXOG�EH�QRWHG� WKDW� WKHVH� WHVWV�DUH�QRW� WHVWLQJ�
VSHFL¿F�PXVFOHV�EXW��PRUH�DFFXUDWHO\��KRZ�WKH�QHUYRXV�V\VWHP�LV�UHDFWLQJ�WR�WKH�LPSRVHG�GHPDQG�

7,390()6�%&(9'8-32

3ULPH�PXVFOHV�EHLQJ�WHVWHG��XSSHU�DQG�ORZHU�WUDSH]LXV��VHUUDWXV�DQWHULRU��PLGGOH�GHOWRLG�

6\QHUJLVWV��6XEFODYLXV��VXSUDVSLQDWXV��FODYLFXODU�¿EHUV�RI�SHFWRUDOLV�PDMRU��FHUYLFDO�DQG�WKRUDFLF�VSLQH�
VWDELOL]HUV��

3URFHGXUH��7KH�FOLHQW�OLHV�VXSLQH�RQ�WKH�WDEOH�ZLWK�RQH�DUP�DEGXFWHG�WR�����GHJUHHV�DQG�LQ�D�QHXWUDO�
SRVLWLRQ�±�WKH�SDOP�VKRXOG�EH�IDFLQJ�DZD\�IURP�WKH�KHDG�DQG�WKH�HOERZ�UHPDLQV�VWUDLJKW�WKURXJKRXW�
WKH�WHVW��7KH�WHVWHU�JUDVSV�WKH�DUP�MXVW�SUR[LPDO�WR�WKH�ZULVW�VR�WKH�WHVWHU¶V�IRUHDUP�LV�SHUSHQGLFXODU�
WKH�FOLHQW¶V�XSSHU�DUP��7KH�FOLHQW�LV�LQVWUXFWHG�ERWK�
LQ� WKH� GLUHFWLRQ� RI� WKH� DSSOLHG� IRUFH� DQG� DV� WR� WKH�
VWDUW� RI� WKH� WHVW�� 7KH� WHVWHU� DSSOLHV� D� WZR�VHFRQG�
IRUFH�� DWWHPSWLQJ� WR� DGGXFW� WKH� DUP� WKURXJK� WKH�
IURQWDO�SODQH�RI�WKH�ERG\��7KH�IRUFH�LV�VWHDG\�DQG�QRW�
LQWHQGHG�WR�RYHUSRZHU�WKH�FOLHQW��

$�SDVVHG�WHVW� LV�RQH�LQ�ZKLFK�WKH�FOLHQW�UHVLVWV�WKH�
IRUFH�DQG�WKHUH�LV�QR�FKDQJH�LQ�XSSHU�H[WUHPLW\�RU�
WUXQN�SRVLWLRQ��,W�LV�D�IDLOHG�WHVW�LI�WKH�FOLHQW�FDQQRW�
PDLQWDLQ�WKH�WHVW�SRVLWLRQ�RI�WKH�XSSHU�H[WUHPLW\�RU�
VWDELOL]H�WKH�WUXQN��RU�LI�WKHUH�LV�SDLQ�GXULQJ�WKH�WHVW���

,-4�%&(9'8-32

3ULPH�PXVFOHV�EHLQJ�WHVWHG��JOXWHXV�PHGLXV��WHQVRU�IDVFLDH�
ODWDH��XSSHU�¿EHUV�RI�JOXWHXV�PD[LPXV��

6\QHUJLVWV��JOXWHXV�PLQLPXV��OXPEDU�DQG�WKRUDFLF�VWDELOL]HUV���

3URFHGXUH��7KH�FOLHQW�OLHV�VXSLQH�RQ�WKH�WDEOH�ZLWK�RQH�KLS�
DEGXFWHG�WR����GHJUHHV��7KH�KLS�LV�QHXWUDO��ZLWK�QR�URWDWLRQ��
DQG�WKH�NQHH�UHPDLQV�VWUDLJKW�WKURXJKRXW�WKH�WHVW��7KH�WHVWHU�
FRQWDFWV�WKH�DQNOH�DERYH�WKH�ODWHUDO�PDOOHROXV�VR�WKH�WHVWHU¶V�
IRUHDUP�LV�SHUSHQGLFXODU�WR�WKH�FOLHQW¶V�ORZHU�OHJ��7KH�WHVWHU¶V�
RSSRVLWH�DUP�EUDFHV�WKH�FOLHQW¶V�FRQWUDODWHUDO�OHJ��7KH�FOLHQW�
LV�LQVWUXFWHG�ERWK�LQ�WKH�GLUHFWLRQ�RI�DSSOLHG�IRUFH�DQG�DV�WR�
WKH�VWDUW�RI�WKH�WHVW��7KH�WHVWHU�DSSOLHV�D�WZR�VHFRQG�IRUFH��
DWWHPSWLQJ�WR�DGGXFW�WKH�OHJ�WKURXJK�WKH�IURQWDO�SODQH�RI�WKH�
ERG\��7KH�IRUFH�LV�VWHDG\�DQG�LV�QRW�LQWHQGHG�WR�RYHUSRZHU�
WKH�FOLHQW��
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$�SDVVHG�WHVW�LV�RQH�LQ�ZKLFK�WKH�FOLHQW�UHVLVWV�WKH�IRUFH�DQG�WKHUH�LV�QR�FKDQJH�LQ�ORZHU�H[WUHPLW\�RU�
WUXQN�SRVLWLRQ��$�IDLOHG�WHVW�LV�RQH�LQ�ZKLFK�WKH�FOLHQW�FDQQRW�PDLQWDLQ�WKH�WHVW�SRVLWLRQ�RI�WKH�ORZHU�
H[WUHPLW\�RU�VWDELOL]H�WKH�WUXQN��RU�LI�WKHUH�LV�SDLQ�GXULQJ�WKH�WHVW���

0%8)6%0�8692/�*0)<-32�

3ULPH�PXVFOHV�EHLQJ�WHVWHG��TXDGUDWXV�OXPERUXP��OXPEDU�HUHFWRU�VSLQDH��REOLTXH�DEGRPLQDOV��

6\QHUJLVWV��WKRUDFLF�HUHFWRU�VSLQDH��WUXQN�VWDELOL]HUV�

3URFHGXUH��7KH�FOLHQW�OLHV�VXSLQH�RQ�WKH�WDEOH�ZLWK�WKH�
OHJV�WRJHWKHU�DQG�WKH�NQHHV�VWUDLJKW��7KH�WHVWHU�VWDQGV�
RQ�WKH�RSSRVLWH�VLGH�WKDW�LV�EHLQJ�WHVWHG�DQG�SRVLWLRQV�
WKH�FOLHQWV�OHJV�VR�WKDW�WKH�OXPEDU�VSLQH�LV�LQ����GHJUHHV�
RI� ODWHUDO�ÀH[LRQ��7KH� FOLHQW� JUDVSV� WKH� HGJHV� RI� WKH�
WDEOH� WR� VWDELOL]H� WKH� XSSHU� DVSHFW� RI� WKH� WUXQN��7KH�
WHVWHU� JUDVSV� XQGHUQHDWK� WKH� FOLHQW¶V� DQNOHV�ZLWK� WKH�
IRUHDUP�SHUSHQGLFXODU� WR� WKH�FOLHQW¶V� OHJV�DQG�SODFHV�
WKH�RWKHU�SDOP�RYHU�WKH�FOLHQW¶V�LSVLODWHUDO�SHOYLV��7KH�
FOLHQW�LV�LQVWUXFWHG�ERWK�LQ�WKH�GLUHFWLRQ�RI�WKH�DSSOLHG�
IRUFH�DQG�DV�WR�WKH�VWDUW�RI�WKH�WHVW��7KH�WHVWHU�DSSOLHV�
D� WZR�VHFRQG� IRUFH�� DWWHPSWLQJ� WR� ODWHUDOO\� ÀH[� WKH�
OXPEDU�VSLQH�WKURXJK�WKH�IURQWDO�SODQH�RI�WKH�ERG\��

$�SDVVHG�WHVW�LV�RQH�LQ�ZKLFK�WKH�FOLHQW�UHVLVWV�WKH�IRUFH�
DQG�WKHUH�LV�QR�FKDQJH�LQ�WUXQN�SRVLWLRQ��,W�LV�D�IDLOHG�
WHVW�LI�WKH�FOLHQW�FDQQRW�PDLQWDLQ�WKH�WHVW�SRVLWLRQ�RU�LI�
WKHUH�LV�SDLQ�GXULQJ�WKH�WHVW���

197'0)�8)78-2+�6)79087
$VVHVVLQJ�WKH�UHVXOWV�RI�PXVFOH�WHVWLQJ�ZLOO�DLG�WKH�GLUHFWLRQ�RI�WKH�FRUUHFWLYH�VWUDWHJ\��,I�ZHDNQHVV�RU�
LQKLELWLRQ�LV�QRWHG�LQ�DQ\�RI�WKH�PXVFOH�WHVWV��EHJLQ�ZLWK�WKH�FRUUHFWLYH�EUHDWKLQJ�DQG�FRUH�DFWLYDWLRQ�
VWUDWHJ\�DQG�WKHQ�UHWHVW��7KH�UHDVRQ�IRU�WKLV�LV�VLPSOH�±�LQ�WKH�DEVHQFH�RI�SUR[LPDO�VWDELOLW\��WKH�FOLHQW�
ZLOO�EH�XQDEOH�WR�JHQHUDWH�RSWLPDO�GLVWDO�IRUFH�WKURXJK�WKH�H[WUHPLWLHV��,I�WKLV�VWUDWHJ\�LPSURYHV�WKH�
UHVXOWV� RI� WKH� SUHYLRXVO\� ZHDN� PXVFOH� WHVW�� WKHQ� SURFHHG� ZLWK� DQ� DSSURSULDWH� FRUUHFWLYH� H[HUFLVH�
RU� FRQGLWLRQLQJ�SURJUDP�� ,I� WKLV� VWUDWHJ\� IDLOV� WR� VKRZ�DQ� LPSURYHPHQW� LQ� WKH�PXVFOH� WHVWV�� WKHQ�D�
PRUH� VSHFL¿F� DFWLYDWLRQ� VWUDWHJ\� ±� VXFK� DV� WKH� XVH� RI� YLVXDOL]DWLRQV�� LVRPHWULF� SRVLWLRQLQJ�� MRLQW�
DSSUR[LPDWLRQ��RU�RULJLQ�LQVHUWLRQ�SDOSDWLRQV�±�ZLOO�XVXDOO\�EH�UHTXLUHG�WR�UHVWRUH�VWDELOL]DWLRQ�WR�WKH�
DSSURSULDWH�UHJLRQV��7KHVH�DSSURDFKHV�ZLOO�EH�GLVFXVVHG�LQ�WKH�FRUUHFWLYH�H[HUFLVH�VHFWLRQ�RI�WKH�ERRN��

$GGLWLRQDO�PXVFOH�WHVWLQJ�FDQ�EH�XVHIXO�LQ�VXSSOHPHQWLQJ�WKH�LQIRUPDWLRQ�JDLQHG�WKURXJK�WKH�JHQHUDO�
)07� VFDQ�� )RU� IXUWKHU� LQIRUPDWLRQ� DERXW�PDQXDO�PXVFOH� WHVWLQJ�� VSHFL¿FDOO\� QHXURORJLFDOO\� EDVHG�
PDQXDO�PXVFOH�WHVWLQJ��UHDGHUV�DUH�HQFRXUDJHG�WR�UHYLHZ�WKH�ZRUN�RI�*RRGKHDUW��%HDUGDOO��)URVW��7KLH��
DQG�:DOWKHU��
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):%09%8-2+�8,)�6)79087�3*�8,)�%77)771)28
7KH�UHVXOWV�RI�WKH�DVVHVVPHQW�ZLOO�GLFWDWH�WKH�GLUHFWLRQ�RI�WKH�FRUUHFWLYH�H[HUFLVH�DSSURDFK��:KLOH�WKH�
JRDO�RI�WKH�DVVHVVPHQW�LV�WR�LGHQWLI\�WKH�ELJJHVW�DUHDV�RI�G\VIXQFWLRQ�DQG�LPSURYH�WKHP�ZLWK�VRPH�VHQVH�
RI�DFFXUDF\��XQIRUWXQDWHO\�LW�LV�QRW�DQ�H[DFW�VFLHQFH�QR�PDWWHU�ZKDW�VRPH�H[SHUWV�PD\�FODLP��'HFLVLRQ�
PDNLQJ�EDVHG�XSRQ� WKH� FOLHQW¶V� DVVHVVPHQW� VKRXOG�EH� V\VWHPDWLF� DQG�SHUIRUPHG�ZLWK� D� UHDVRQDEOH�
GHJUHH�RI�HGXFDWHG�WKRXJKW�SURFHVV��+RZHYHU��XQOLNH�WKH�H[DFWQHVV�RI�D�¿HOG�VXFK�DV�PDWKHPDWLFV��
WKH�KXPDQ�ERG\�LV�KLJKO\�YDULDEOH��VR�LQWHUSUHWLQJ�WKH�UHVXOWV�RI�DQ�DVVHVVPHQW�FDQ�VRPHWLPHV�IHHO�DV�
FRPSOLFDWHG�DV�UHDGLQJ�D�ODQJXDJH�RQH�LV�QRW�IDPLOLDU�ZLWK��7KLV�OLNHO\�H[SODLQV�VRPH�RI�WKH�UHDVRQV�
ZK\� WKHUH� DUH�PDQ\� FOLHQWV�ZKR� KDYH� IDLOHG� LQ� WUDGLWLRQDO� SK\VLFDO� WKHUDS\�� FKLURSUDFWLF�� VXUJLFDO��
DQG�PHGLFDWLRQ� LQWHUYHQWLRQV�GHVSLWH�JRLQJ� WKURXJK�D� WKRURXJK�DVVHVVPHQW� DQG�DQ�DSSURSULDWH� DQG�
UHDVRQDEOH�WUHDWPHQW�SODQ��7KH�JRDO��KRZHYHU��RI�WKH�HYDOXDWLRQ�SURFHVV�LV�VSHFL¿FLW\�LQ�WHVWLQJ�DQG�
DVVHVVPHQW�RI�WKH�WHVWV��DV�ZHOO�DV�LQ�WKH�DSSOLFDWLRQ�RI�WKH�FRUUHFWLYH�H[HUFLVH�VWUDWHJ\�DQG�WUDLQLQJ�
SURJUDP��VR�WKDW�WKHUH�LV�WKH�EHVW�FKDQFH�RI�SURYLGLQJ�VXVWDLQDEOH�DQG�UHSHDWDEOH�UHVXOWV��

7KH�JHQHUDO�UXOH�RI�WKXPE�LQ�LQWHUSUHWLQJ�WKH�UHVXOWV�RI�WKH�DVVHVVPHQW�LV�WR�DGGUHVV�WKH�ELJJHVW�SUREOHP�
DUHD��WKDW�LV�WKH�UHJLRQ�ZLWK�WKH�JUHDWHVW�G\VIXQFWLRQ��6LQFH�RSWLPDO�EUHDWKLQJ�GULYHV�DQG�SUHFHGHV�DOO�
IXQFWLRQ��WKLV�LV� WKH�DUHD�WKDW�ZLOO�DOZD\V�EH�DGGUHVVHG�¿UVW� LI� LW� LV�IRXQG�WR�EH�G\VIXQFWLRQDO��2QFH�
EUHDWKLQJ�KDV�EHHQ�QRUPDOL]HG��LI�WKH�FOLHQW�IDLOHG�DQ\�RI�WKH�IXQFWLRQDO�PXVFOHV�WHVWV��WKHVH�VKRXOG�EH�
UHDVVHVVHG��5HVWRULQJ�RSWLPDO�EUHDWKLQJ�DQG�DFWLYDWLRQ�RI�WKH�WKRUDFRSHOYLF�FDQLVWHU�ZLOO�RIWHQ�FRUUHFW�
SUR[LPDO�VWDELOL]DWLRQ�LVVXHV�RI� WKH� WUXQN��KLS��DQG�VKRXOGHU�FRPSOH[��UHVXOWLQJ�LQ�D�VWURQJHU�007�
WHVW��7KH�QH[W�VWHS�ZLOO�EH�WR�LGHQWLI\�WKH�UHJLRQ�V��ZLWK�WKH�JUHDWHVW�LQVWDELOLW\�RU�DV\PPHWU\�LQ�UDQJH�
RI�PRWLRQ�DV�WKLV�LV�ZKHUH�WKH�FOLHQW�LV�GHPRQVWUDWLQJ�SRRU�PRWRU�FRQWURO�DQG�RU�RYHUFRPSHQVDWLRQ��
:KHUH� WKH� WUDLQHU� RU� WKHUDSLVW� FKRRVHV� WR� VWDUW� LQ� WKH� SUHVHQFH� RI�PXOWLSOH� UHJLRQV� RI� G\VIXQFWLRQ�
ZLOO�EH�GHWHUPLQHG�E\�WKHLU�OHYHO�RI�H[SHULHQFH��FKRLFH�RI�PRGDOLWLHV��H[SHUWLVH�LQ�VRIW�WLVVXH�UHOHDVH��
PDQLSXODWLRQ�WHFKQLTXHV��DFWLYDWLRQ�VWUDWHJLHV���DQG�FOLQLFDO�LQWXLWLRQ��RWKHUZLVH�NQRZQ�DV�WKH�DUW�RI�
WKH� SURIHVVLRQ��7KHUH� LV� QRWKLQJ�ZURQJ�ZLWK� FKRRVLQJ�RQH� DUHD� RI� G\VIXQFWLRQ� DQG�¿QGLQJ� LW� GRHV�
QRW�VLJQL¿FDQWO\�DOWHU�WKH�FOLHQW¶V�PRYHPHQW�DQG�RU�VWDELOL]DWLRQ�VWUDWHJ\��0DNH�D�GHFLVLRQ��IROORZ�LW�
WKURXJK��DQG�UHDVVHVV�FRQVWDQWO\��,I�WKH�G\VIXQFWLRQDO�SDWWHUQ�RU�VWUDWHJ\�GRHV�QRW�FKDQJH�LQ�D�VKRUW�
SHULRG�RI� WLPH� �UHODWLYH� WR� WKH�FOLHQW�DQG� WKH� OHYHO�RI� IXQFWLRQ�RU�G\VIXQFWLRQ��� WKHQ�VLPSO\�FKRRVH�
DQRWKHU�DUHD�RI�G\VIXQFWLRQ�DQG�DSSURDFK�WKDW�DUHD��

'32'097-32
$�WKRURXJK�DVVHVVPHQW�DUPV�WKH�WUDLQHU�DQG�WKHUDSLVW�ZLWK�D�JXLGH��VLPLODU�WR�WKH�ZD\�D�URDG�PDS�LV�XVHG�
WR�QDYLJDWH�RQH¶V�ZD\�DFURVV�D�QHWZRUN�RI�KLJKZD\V��&DUHIXO�LQWHUSUHWDWLRQ�RI�WKH�LQIRUPDWLRQ�JDLQHG�
GXULQJ�WKH�DVVHVVPHQW�ZLOO�KHOS�GLUHFW�WKH�WUDLQHU�RU�WKHUDSLVW�WR�WKH�FDXVDWLYH�IDFWRUV�RI�WKH�PRYHPHQW�
G\VIXQFWLRQ�ZLWKRXW�KDYLQJ�WR�VROHO\�UHO\�RQ�D�FOLHQW¶V�VXEMHFWLYH�FRPSODLQWV��:KLOH�HPSLULFDO�HYLGHQFH�
LV�WKH�EHVW�SODFH�WR�VWDUW�ZKHQ�DVVHVVLQJ�DQG�GLUHFWLQJ�D�FOLHQW¶V�FRUUHFWLYH�H[HUFLVH�RU�WUDLQLQJ�VWUDWHJ\��
WKH�WUDLQHU�RU�WKHUDSLVW�LV�HQFRXUDJHG�WR�OLVWHQ�WR�WKHLU�LQWXLWLRQ�DV�ZHOO�DV�UHO\�RQ�WKHLU�SDVW�FOLQLFDO�
H[SHULHQFHV��7KH� ODVW� WZR�ZLOO�VHUYH�KLP�RU�KHU�ZHOO�DV�KH�RU�VKH�GHYHORSV�D�VWUDWHJ\� WR�PDUU\� WKH�
FOLHQW¶V�LQGLYLGXDO�JRDOV�ZLWK�WKHLU�IXQFWLRQDO�UHTXLUHPHQWV��
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SDUW
'SVVIGXMZI�1SZIQIRX�ERH�)\IVGMWI�4VSKVIWWMSRW��
� 8LI�*YRGXMSREP�)PIQIRXW

',%48)6���� (IZIPSTMRK�XLI�'SVVIGXMZI�)\IVGMWI�ERH�� � �
� 1SZIQIRX�4EVEHMKQ

',%48)6���� 'SVVIGXMZI�4EXXIVRW�JSV�XLI�7LSYPHIV�ERH�� � �
� ,MT�'SQTPI\IW

',%48)6���� /I]�4EXXIVRW�ERH�1SZIQIRX�4VSKVIWWMSRW�JSV� �
� XLI�7LSYPHIV�'SQTPI\�ERH�9TTIV�)\XVIQMX]

',%48)6���� /I]�4EXXIVRW�ERH�1SZIQIRX�4VSKVIWWMSRW�JSV� �
� XLI�,MT�'SQTPI\�ERH�0S[IV�)\XVIQMX]

',%48)6����� 'SRXVEMRHMGEXIH�)\IVGMWIW

',%48)6����� 'SRGPYWMSR
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FKDSWHU�
(IZIPSTMRK�XLI�'SVVIGXMZI�)\IVGMWI�ERH�
1SZIQIRX�4EVEHMKQ
',%48)6�3&.)'8-:)7
8S�MHIRXMJ]�ERH�YRHIVWXERH�XLI�JYRGXMSREP�GSQTSRIRXW�SJ�XLI�
GSVVIGXMZI�I\IVGMWI�ERH�QSZIQIRX�TEVEHMKQ

8S�MHIRXMJ]�XLI�OI]�VIKMSRW�RIGIWWEV]�JSV�MQTVSZMRK�JYRGXMSR

8S�HIZIPST�XLI�WTIGM½G�WXVEXIKMIW�JSV�GSVVIGXMZI�I\IVGMWI�ERH�
JYRHEQIRXEP�QSZIQIRX�TEXXIVRW�

'366)'8-:)�)<)6'-7)
7KH�NH\�WR�LPSURYLQJ�PRYHPHQW�SDWWHUQV�OLHV�LQ�HVWDEOLVKLQJ�LGHDO�DOLJQPHQW��DFWLYDWLQJ�DSSURSULDWH�
P\RIDVFLDO� OLQNDJHV�� DQG�PDLQWDLQLQJ� MRLQW� FHQWUDWLRQ� GXULQJ� IXQFWLRQDO�PRYHPHQW� SDWWHUQV��7KHVH�
IDFWRUV� DOORZ� IRU� RSWLPDO� OHQJWK�WHQVLRQ� UHODWLRQVKLSV� EHWZHHQ�P\RIDVFLDO� V\QHUJLVWV�� HQDEOLQJ� WKH�
SHUSHWXDWLRQ� RI� HI¿FLHQW� PRYHPHQW� SDWWHUQV� ZKLOH� UHGXFLQJ� VWUHVV� RQ� DUWLFXODU� VWUXFWXUHV�� 5HFDOO�
WKDW� WKH�PRVW� FRPPRQ� FDXVHV� RI�PXVFXORVNHOHWDO� SDLQ� DUH� KDELWXDO�PRYHPHQW� SDWWHUQV� DQG� FOLHQWV�
DQG�SDWLHQWV�GRQ¶W�QHFHVVDULO\�XQGHUVWDQG�ZKDW�FRQVWLWXWHV�FRUUHFW�PRYHPHQW�� ,Q�RWKHU�ZRUGV�� WKH\�
RQO\�NQRZ�ZKDW�WKH\�NQRZ�DQG�GRQ¶W�NQRZ�ZKDW�WKH\�GRQ¶W�NQRZ�UHJDUGLQJ�PRYHPHQW��7KH�JRDO�RI�
FRUUHFWLYH�H[HUFLVH�LV�WR�KHOS�WKHP�LGHQWLI\�WKHLU�IDXOW\�SDWWHUQV�DQG�WR�JLYH�WKHP�WKH�EHVW�VWUDWHJ\�IRU�
LPSURYLQJ�DFWLYDWLRQ�RI�WKH�LGHDO�P\RIDVFLDO�FRQQHFWLRQV�ZKLOH�PDLQWDLQLQJ�FHQWUDWHG�MRLQW�SRVLWLRQV�
DQG�SHUIRUPLQJ�HI¿FLHQW�PRYHPHQW�SDWWHUQV��

7KH�WKUHH�NH\�DUHDV�IRU�LQLWLDO�FRUUHFWLRQ�RI�IDXOW\�VKRXOGHU�DQG�KLS�PRYHPHQWV�DUH�WKH�VSLQH��WKH�WKRUD[��
DQG�WKH�IRRW��7KH�UHDGHU�PD\�QRWLFH�WKDW�QHLWKHU�WKH�DFWXDO�KLS��IHPRURDFHWDEXODU��QRU�WKH�VKRXOGHU�
�JOHQRKXPHUDO��ZHUH�PHQWLRQHG�DQG�PD\�ZRQGHU�DERXW�WKHLU�LQWULQVLF�FRQWULEXWLRQ�WR�VKRXOGHU�DQG�KLS�
G\VIXQFWLRQ��7R�DQVZHU�WKDW��LW�ZRXOG�EH�KHOSIXO�WR�ORRN�DW�WKH�ERG\�DV�D�EXLOGLQJ�FRQVLVWLQJ�RI�D�VHULHV�
RI�LQWHUFRQQHFWHG�EORFNV��ZLWK�WKH�VSLQH��WKRUD[��DQG�SHOYLV�DV�WKH�EDVH�RI�WKH�EXLOGLQJ�DQG�WKH�IHHW�
DV�WKH�DQFKRUV��:KLOH�WKLV�DQDORJ\�PD\�VHHP�VLPSOLVWLF��WKH�KXPDQ�ERG\�LV�DW�WKH�PHUF\�RI�WKH�VDPH�
JUDYLWDWLRQDO�SXOO�DQG�ELRPHFKDQLFDO�IRUFHV�DV�WKH�EXLOGLQJ���

+RZHYHU��XQOLNH�WKH�EXLOGLQJ��WKH�KXPDQ�ERG\�KDV�WKH�DELOLW\�WR�FRPSHQVDWH�IRU�VWUXFWXUDO�FKDQJHV��
$�FKDQJH� LQ� WKH�IRRW�VWDELOL]DWLRQ�FDQ�FDXVH�D�FRPSHQVDWRU\�FKDQJH�DW� WKH�VXERFFLSLWDO� MXQFWLRQ�DV�
WKH� ERG\� DWWHPSWV� WR� HTXDO� IRUFHV� DURXQG� WKH� VSLQH� DQG�PDLQWDLQ� WKH� H\HV� OHYHO�ZLWK� WKH� KRUL]RQ��
0RUH�LPSRUWDQWO\��DV�WKLV�SUHYLRXV�H[DPSOH�RI�WKH�ULJKWLQJ�UHÀH[�LOOXVWUDWHV��WKH�KXPDQ�ERG\�UHDFWV�WR�
UHÀH[LYH�SDWWHUQV�RI�DFWLYDWLRQ��WKDW�JRYHUQ�IXQFWLRQ�WKDW�GRQ¶W�DOZD\V�ZRUN�LQ�D�SDUDOOHO�RU�VHJPHQWDO�
PDQQHU��DV�FRPSDUHG�WR�D�VWDWLF�VWUXFWXUH�VXFK�DV�D�EXLOGLQJ���
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)RU�H[DPSOH��GXULQJ�WKH�JDLW�F\FOH��WKH�VSUHDGLQJ�RI�WKH�PHWDWDUVDOV�DQG�VWUHWFKLQJ�RI�WKH�LQWHURVVHL�
PXVFOHV�RI�WKH�IHHW�FDXVH�D�UHÀH[LYH�H[WHQVLRQ�RI�WKH�SRVWHULRU�FKDLQ��ZKLFK�FUHDWHV�H[WHQVLRQ�RI�WKH�
ORZHU�H[WUHPLW\�DQG�WUXQN�GXULQJ�WKH�PLGVWDQFH�SKDVH�RI�JDLW��0LFKDXG��������7UDLQHUV�DQG�WKHUDSLVWV�
FDQ�HQKDQFH�WKLV�UHÀH[�E\�IRFXVLQJ�WKH�FOLHQWV¶�DWWHQWLRQ�RQ�WKHLU�SRVWXUH�DQG�E\�SHUIRUPLQJ�VSHFL¿F�
IRRW�H[HUFLVHV� LQ�FOLHQWV�DQG�SDWLHQWV�ZLWK�SRRU�KLS�DQG� WKRUDFLF�H[WHQVLRQ��&RQYHUVHO\��FOLHQWV�FDQ�
GDPSHQ�WKLV�UHÀH[�E\�FUDPPLQJ�WKHLU�IHHW�LQWR�VKRHV�ZLWK�VPDOO�WRH�ER[HV��VXFK�DV�KLJK�KHHOV��FDXVLQJ�
D�GLPLQLVKHG�H[WHQVRU�UHÀH[�DQG�SRWHQWLDOO\�GLPLQLVKHG�H[WHQVLRQ�RI�WKH�VSLQH�DQG�ORZHU�H[WUHPLW\�
XSRQ�ORZHU�H[WUHPLW\�ORDGLQJ��7KLV�FDQ�OHDG�WR�D�FOLHQW�DGRSWLQJ�FRPSHQVDWRU\�SRVWXUHV�DQG�SDWWHUQV�
RI�PRYHPHQW�VXFK�DV�WKRUDFROXPEDU�MXQFWLRQ�K\SHUH[WHQVLRQ�WR�KHOS�LPSURYH�WKHLU�VWDELOLW\�GXULQJ�WKH�
PLGVWDQFH�SKDVH�RI�JDLW���

6R�ZKDW�GRHV�DOO� WKLV�PHDQ� LQ� UHJDUG� WR� VKRXOGHU�DQG�KLS�FRUUHFWLRQ"�7KHVH�H[DPSOHV� VXJJHVW� WKDW�
ZKHQ�DGRSWLQJ�FRUUHFWLYH�H[HUFLVH�VWUDWHJLHV��WKH�WUDLQHU�DQG�WKHUDSLVW�PXVW�VWDELOL]H�SUR[LPDO�QHXUR�
IHHGEDFN� VWUXFWXUHV�� VXFK� DV� WKH� IHHW�� WKRUD[�� DQG� VSLQH�� SULRU� WR� FKDQJLQJ� WKH�PRUH� SUR[LPDO� KLS��
DQG�VKRXOGHU�VWUXFWXUHV����

7KH�VWUDWHJ\�DGRSWHG�ZLOO�LQFOXGH��

�� VWDELOL]DWLRQ�RI�WKH�VSLQH�WR�HQVXUH�LGHDO�QHXURORJLFDO�IHHGEDFN�IURP�WKH�FHQWUDO�QHUYRXV�WKURXJK�WKH�
SHULSKHUDO�QHUYRXV�V\VWHP�

�� VWDELOL]DWLRQ�RI�WKH�WKRUDFRSHOYLF�FDQLVWHU�WR�HQVXUH�SURSHU�GLDSKUDJPDWLF�EUHDWKLQJ��GHYHORSPHQW�RI�
LQWUD�DEGRPLQDO�SUHVVXUH�DQG�LGHDO�H[WUHPLW\�IXQFWLRQ�

�� VWDELOL]DWLRQ�RI� WKH� IRRW� WR� HQVXUH�SURSHU� VXSSRUW� RI� WKH� ORZHU� H[WUHPLW\� DQG� WR� HQVXUH� UHÀH[LYH�
IHHGEDFN�IRU�RSWLPDO�H[WHQVRU�FKDLQ�IXQFWLRQ�

&ROOHFWLYHO\��WKH�WKRUD[��VSLQH��DQG�WKH�IHHW�UHSUHVHQW�WKUHH�RI�WKH�ELJJHVW�GULYHUV�RI�PRYHPHQW�G\VIXQFWLRQ�
DQG�DUH�WKH�PRUH�FRPPRQ�UHJLRQV�RI�EUHDNGRZQ�LQ�IXQFWLRQ��8QIRUWXQDWHO\��WKH\�DOVR�WHQG�WR�EH�WKH�
DUHDV�RQ�ZKLFK�WUDLQHUV��FRDFKHV��DQG�WKHUDSLVWV�JHQHUDOO\�VSHQG�WKH�OHDVW�DPRXQW�RI�WLPH��HVSHFLDOO\�
ZLWK�FOLHQWV�ZKR�KDYH�VSHFL¿F�JRDOV�VXFK�DV�LPSURYLQJ�DWKOHWLF�SHUIRUPDQFH�RU�ORVLQJ�ZHLJKW��,Q�WKHVH�
LQGLYLGXDOV��VSHFL¿FLW\�RI�PDLQWDLQLQJ�RSWLPDO�FXUYDWXUHV�DQG�DOLJQPHQW��GLDSKUDJPDWLF�EUHDWKLQJ��DQG�
IRRW�SRVLWLRQ�WDNH�D�EDFNVHDW�WR�LQFUHDVLQJ�WKH�H[HUFLVH�UHVLVWDQFH��LQWHQVLW\��DQG�WHPSR�RI�WKH�ZRUNRXW�
URXWLQH��:KHQ�ZRUNLQJ�ZLWK�WKH�JHQHUDO�SRSXODWLRQ�FOLHQW��WKH�FRUUHFWLYH�DSSURDFK�PXVW�LQFOXGH�WKH�
LPSURYHPHQW�RI�DZDUHQHVV�ERWK�RI�FXUUHQW�DQG�LGHDO�PRYHPHQW�SDWWHUQV��V\QHUJLVWLF�FR�DFWLYDWLRQ�RI�
WKH�IXQFWLRQDO�DQWDJRQLVWV�DFKLHYH�LGHDO�MRLQW�FHQWUDWLRQ��DQG�WKH�SHUIRUPDQFH�RI�LQWHJUDWHG�PRYHPHQW�
SDWWHUQV�WKDW�ZLOO�KHOS�WKH�FOLHQW�DFKLHYH�WKHLU�XOWLPDWH�JRDO�����
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'31132�463&0)17�;-8,�8,)�'966)28�86%-2-2+�4%6%(-+1
%HIRUH�JHWWLQJ� LQWR� WKH� VSHFL¿FV� DERXW� WKH� FRUUHFWLYH�H[HUFLVH� WUDLQLQJ�SDUDGLJP�� LW�ZLOO� EH�KHOSIXO�
WR�UHFDS�VRPH�RI�WKH�FRPPRQ�SUREOHPV�ZLWK�WKH�FXUUHQW�WUDLQLQJ�SDUDGLJP�WKDW�DUH�FXUUHQWO\�EHLQJ�
SHUSHWXDWHG� ZLWKLQ� WKH� KHDOWK� DQG� ¿WQHVV� LQGXVWU\��:KLOH� WKHVH� KDYH� EHHQ� GLVFXVVHG� HDUOLHU�� WKHUH�
DUH� WKUHH�JHQHUDO�SUREOHP�DUHDV��RYHUWUDLQLQJ�� WUDLQLQJ� WRQLF�PXVFOHV�SKDVLFDOO\��DQG� OLQHDU� WUDLQLQJ�
SURJUHVVLRQV�

��� 2YHUWUDLQLQJ��2YHUWUDLQLQJ� LV�RQH�RI� WKH�ELJJHVW�SUREOHPV� WKDW�DIIHFWV�FOLHQWV�ZLWK�PRYHPHQW�
G\VIXQFWLRQV�ZKR�EHJLQ�H[HUFLVH�SURJUDPV��2YHUWUDLQLQJ�JRHV�KDQG�LQ�KDQG�ZLWK�LPSURSHU�UHVW�
DQG�UHFXSHUDWLRQ��DV�PRVW�FOLHQWV�ZKR�DUH�RYHUWUDLQHG�IDLO�WR�VHH��RU�WKHLU�WUDLQHU�FRDFK�IDLOV�WR�VHH��
WKH�LPSRUWDQFH�RI�WKLV�DVSHFW�RI�D�WUDLQLQJ�SURJUDP��7KH�UHDVRQ�IRU�WKLV�LV�VLPSOH�±�WUDLQHUV�DQG�
FRDFKHV�DUH�XQGHU�WKH�LPSUHVVLRQ�WKDW�VLQFH�DWKOHWHV�FDQ�SHUIRUP�DW�D�KLJK�OHYHO�DQG�SXVK�WKHLU�
ERGLHV�YHU\�IDU�� WKHQ�VR� WRR�VKRXOG�0U��DQG�0UV��-RH�&OLHQW��$QG�LI� WKH� WUDLQLQJ�LV�QRW�FDXVLQJ�
IDWLJXH��VZHDW��RU�GLVFRPIRUW��LW�LV�GHHPHG�QRW�D�JRRG�WUDLQLQJ�VHVVLRQ��+RZHYHU��WKH�WUDLQHU�DQG�RU�
WKH�FOLHQW�IDLO�WR�UHDOL]H�WKDW��JHQHUDOO\�VSHDNLQJ��WKH�DWKOHWH�D��KDV�VXSHULRU�JHQHWLFV�ZKLFK�LV�ZK\�
WKH\�DUH�D�SURIHVVLRQDO�DWKOHWH�LQ�WKH�¿UVW�SODFH�DQG�FDQ�WROHUDWH�D�ORW�PRUH�VWUHVV�DQG�GHYHORS�EHWWHU�
FRPSHQVDWRU\�VWUDWHJLHV��E��GRHV�QRW�OLYH�D�QRUPDO�OLIH��KDYH�WR�JR�WR�D�VWUHVVIXO�MRE��DOWKRXJK�WKHUH�
LV�D�JUHDW�GHDO�RI�VWUHVV�DVVRFLDWHG�ZLWK�PDLQWDLQLQJ�D�KLJK�OHYHO�RI�SHUIRUPDQFH���ZRUN�ODWH�KRXUV��
RU�IDLO�JHW�HQRXJK�VOHHS�ZRUU\LQJ�DERXW�WKHLU�HDUO\�PRUQLQJ�PHHWLQJ�WKH�QH[W�GD\��F��KDV�GDLO\�
DFFHVV�WR�SURIHVVLRQDOV�VXFK�DV�FKLURSUDFWRUV��PDVVDJH�WKHUDSLVWV��DQG�DWKOHWLF�WUDLQHUV�WR�KHOS�WKHP�
PDQDJH�WKHLU�G\VIXQFWLRQ��G��VOHHSV�ORQJHU�HYHU\�QLJKW�DQG�RU�WDNHV�QDSV��DQG�H��HDWV�D�KHDOWKLHU�
GLHW��2YHUWUDLQLQJ�LV�RQH�RI�WKH�OHDGLQJ�FDXVHV�RI�G\VIXQFWLRQ�EHFDXVH�LW�LV�SUHFXUVRU\�WR�SDLQ�DQG�
IDWLJXH��ZKLFK�DUH�WZR�RI�WKH�PRUH�FRPPRQ�FDXVHV�RI�G\VIXQFWLRQDO�PRYHPHQW�SDWWHUQV�DQG�PRYH�
FOLHQWV�IXUWKHU�DZD\�IURP�GHYHORSLQJ�LGHDO�VWUDWHJLHV��

��� 7UDLQLQJ�WRQLF�PXVFOHV�SKDVLFDOO\��&RQYHQWLRQDO�WUDLQLQJ�WKDW�IRFXVHV�RQ�LPSURYHG�HI¿FLHQF\�DQG�
FRQWURO�RI�PRYHPHQW�KDV�EHHQ�UHSODFHG�ZLWK�D�VWUDWHJ\�WKDW�HQFRXUDJHV�ELJJHU��IDVWHU��DQG�VWURQJHU��
8QIRUWXQDWHO\��ZKLOH�WKLV�WUDLQLQJ�KDV�SURGXFHG�ELJJHU��IDVWHU��DQG�VWURQJHU�LQGLYLGXDOV��LW�KDV�DOVR�
XVKHUHG�LQ�DQ�HUD�RI�JUHDWHU�G\VIXQFWLRQ�LQ�PDQ\�RI�WKHVH�LQGLYLGXDOV��+LJK�OHYHO�WUDLQLQJ�IRFXVLQJ�
RQ�IDVWHU�VSHHG�DQG�KHDYLHU�UHVLVWDQFH�SUHIHUHQWLDOO\�UHFUXLWV�WKH�SKDVLF�RU�WZR�MRLQW�PXVFOHV�RYHU�
WKH�RQH�MRLQW�VWDELOL]HUV��,Q�WKH�VKRUW�WHUP��WKH�LQGLYLGXDO�JHWV�ELJJHU�DQG�VWURQJHU��KRZHYHU��LQ�WKH�
ORQJ�WHUP��WKH�LQGLYLGXDO�VDFUL¿FHV�MRLQW�DQG�SRVWXUDO�VWDELOLW\��7KLV�µJR�KDUG�RU�JR�KRPH¶�DSSURDFK�
WXUQV�PDQ\�RI� WKH� WRQLF�PXVFOHV��HVSHFLDOO\� WKH� WUDQVYHUVXV�DEGRPLQLV��GLDSKUDJP��URWDWRU�FXII�
DQG�RWKHU�PXVFOHV�RI�WKH�GHHS�VWDELOL]DWLRQ�V\VWHP��LQWR�SKDVLF�DFWLQJ�PXVFOHV��7KLV�WUDQVODWHV�LQWR�
D�ORVV�RI�MRLQW�FHQWUDWLRQ�DQG�JOREDO�ULJLGLW\�DV�WKH�WZR�MRLQW�PXVFOHV�LQFUHDVH�WKHLU�VWDELOL]DWLRQ�
DFWLRQ�DQG�IXQFWLRQDOO\�ORFN�GRZQ�WKH�ERG\��DIIHFWLQJ�ERWK�ORFDO�VWDELOL]DWLRQ�DQG�UHVSLUDWLRQ�

��� /LQHDU� WUDLQLQJ� SURJUHVVLRQV�� :LWK� PRUH� FOLHQWV� WXUQLQJ� WR� WKH� LQWHUQHW�� PDJD]LQHV�� DQG�
UHODWHG�VRXUFHV�IRU�VHPL�SHUVRQDOL]HG� WUDLQLQJ�SURJUDPV�� WKHUH� LV�D�JUHDWHU�SURSHQVLW\�IRU� WKHVH�
LQGLYLGXDOV�WR�DGRSW�KLJK�LQWHQVLW\�W\SH�WUDLQLQJ�SURJUDPV��+RZHYHU��DOO�FOLHQWV�GRQ¶W�LPSURYH�LQ�
D�OLQHDU�IDVKLRQ��:RUN�RU�IDPLO\�REOLJDWLRQV��ODFN�RI�VOHHS��PLVVHG�ZRUNRXWV��FXUUHQW�PRYHPHQW�
G\VIXQFWLRQV��RU�LPSURSHU�QXWULWLRQ�FDQ�DOO�GHWHUPLQH�WKH�SURJUHVV�WKDW�D�FOLHQW�ZLOO�PDNH�GXULQJ�
D�WUDLQLQJ�SURJUDP��7KH�FOLHQW�PD\�QRW�EH�SURJUHVVLQJ�LQ�D�OLQHDU�IDVKLRQ�LQ�UHODWLRQVKLS�WR�WKH�
SURJUHVVLRQ�RI�WKHLU�ZRUNRXW��+DYLQJ�WKHVH�FOLHQWV�SHUSHWXDOO\�SHUIRUP�KLJKHU�OHYHOV�RI�H[HUFLVH�
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ZLOO�OHDG�WR�D�JUHDWHU�OLNHOLKRRG�RI�GHYHORSLQJ�PRYHPHQW�G\VIXQFWLRQ��*HQHUDOO\�VSHDNLQJ��UDWKHU�
WKDQ�GHVLJQLQJ� WUDLQLQJ�SURJUDPV� LQ� D�SURJUHVVLYHO\�PRUH� FKDOOHQJLQJ�PDQQHU�� WKH\� VKRXOG�EH�
GHVLJQHG� LQ� D� QRQ�OLQHDU� SURJUHVVLRQ�� PHDQLQJ� WKDW� WKH� UHVLVWDQFH�� PRYHPHQW� SURJUHVVLRQV��
DQG�LQWHQVLW\�VKRXOG�EH�LQFUHDVHG�UHODWLYH�WR�WKH�FOLHQW¶V�DGYDQFLQJ�VWDELOLW\��VWUHQJWK��DELOLW\�WR�
UHFXSHUDWH�DQG�DSWLWXGH�LQ�SHUIRUPLQJ�IXQGDPHQWDO�PRYHPHQW�SDWWHUQV�

8QGHUVWDQGLQJ�D�IHZ�RI�WKH�ELJJHVW�SUREOHPV�ZLWK�WKH�FXUUHQW�WUDLQLQJ�PHWKRGRORJLHV�ZLOO�KHOS�
OD\�WKH�JURXQGZRUN�IRU�WKH�QH[W�VHFWLRQ��ZKLFK�ZLOO�IRFXV�RQ�WKH�QHZ�SDUDGLJP�RI�WUDLQLQJ�DQG�WKH�
FRUUHFWLYH�H[HUFLVH�VWUDWHJ\�

8,)�8)2�4%6%1)8)67�3*�8,)�2);�13:)1)28�4%6%(-+1
³«�H[SHULHQFHV�ZKHUH�\RX¶UH�IRUFHG�WR�VORZ�GRZQ��PDNH�HUURUV��DQG�FRUUHFW�WKHP�«�HQG�XS�PDNLQJ�
\RX�VZLIW�DQG�JUDFHIXO�ZLWKRXW�\RX�UHDOL]LQJ�LW�´��'DQLHO�&R\OH��7KH�7DOHQW�&RGH������

:KDW�IROORZV�DUH�WKH�WHQ�SDUDPHWHUV�RI�WKH�QHZ�PRYHPHQW�SDUDGLJP��+RZHYHU��WKLV�LV�QRW�WR�VXJJHVW�
WKDW� WKLV� LV�QRYHO�RU�QHZ�EXW� LW�GRHV� LPSO\� WKDW� WKHUH�VKRXOG�EH�DWWHQWLRQ�SODFHG�XSRQ� WKH� LQFOXGHG�
FULWHULD�ZKHQ�GHYHORSLQJ�D�FRUUHFWLYH�H[HUFLVH�DQG�FRQGLWLRQLQJ�SURJUDP���

��� 7UHDW�HYHU\�LQGLYLGXDO�DV�DQ�LQGLYLGXDO��7KHUH�LV�D�WUHQG�LQ�WKH�WUDLQLQJ�LQGXVWU\�WR�SODFH�HYHU\�
FOLHQW�LQ�D�ER[�DQG�WUHDW�HYHU\�FOLHQW�DV�LI�WKH\�SUHVHQW�ZLWK�WKH�VDPH�SUREOHPV��:KLOH�WKHUH�DUH�
PDQ\�VLPLODULWLHV� LQ�G\VIXQFWLRQ�DQG�HWLRORJLHV��HDFK�FOLHQW�ZLOO�SUHVHQW�ZLWK� WKHLU�RZQ�XQLTXH�
VWHUHRW\SHV��DGDSWDWLRQV��DQG�FRPSHQVDWLRQV�IRU�WKHLU�VSHFL¿F�PRYHPHQW�G\VIXQFWLRQ��$SSO\LQJ�
RQH�PHWKRG�WR�HYHU\�VLQJOH�FOLHQW�ZLOO�RQO\�ZRUN�ZLWK�WKRVH�FOLHQWV�ZKR�KDYH�DQ�LVVXH�WKDW�WKH�
SDUWLFXODU� PHWKRG� DGGUHVVHV�� 8QGHUVWDQGLQJ� DQG� LPSURYLQJ� WKH� SULQFLSOHV� RI� KXPDQ� IXQFWLRQ�
HQDEOHV�WKH�WUDLQHU�RU�WKHUDSLVW�WR�DGGUHVV�DQ\�FOLHQW¶V�QHHGV�DQG�DGDSW�WKHLU�DSSURDFK�WR�KHOS�WKH�
FOLHQW�UHDFK�WKHLU�VSHFL¿F�IXQFWLRQDO�JRDOV�

��� )RFXV�RQ�PRYHPHQW�DZDUHQHVV��0RYHPHQW�DZDUHQHVV�VKRXOG�EH�WKH�IRFXV�RI�WKH�HQWLUH�FRUUHFWLYH�
H[HUFLVH�DSSURDFK��7RR�PDQ\�WUDLQHUV�DQG�FRQGLWLRQLQJ�VSHFLDOLVWV�RSHUDWH�XQGHU�WKH�SUHPLVH�WKDW�
WKHLU�FOLHQWV�DUH�µZHDN¶�DQG�WKHUHIRUH�PXVW�EH�VWUHQJWKHQHG��6R�LQ�UHVSRQVH�WR�WKLV�WKRXJKW�SURFHVV��
WKH\� ORDG� WKHLU� FOLHQWV�XS�� VXEMHFWLQJ� WKHP� WR�KLJKHU� DQG�KLJKHU� ORDGV��SHUIRUPLQJ�PRYHPHQWV�
LQ�SURJUHVVLYHO\�PRUH�FKDOOHQJLQJ�DQG�OHVV�VWDEOH�HQYLURQPHQWV��$OO�WKLV�GRHV�LV�H[DFHUEDWH�WKH�
PRYHPHQW�G\VIXQFWLRQ�EHFDXVH�WKH�FOLHQW� LV�IRUFHG�WR�XVH�WKH�VWURQJ�PXVFOH�SDWWHUQV�KH�RU�VKH�
DOUHDG\�NQRZV�KRZ�WR�DFFHVV��$QG�WR�PDNH�PDWWHUV�ZRUVH��WKHVH�W\SHV�RI�WUDLQLQJ�SURWRFROV�WDNH�
WKH�FOLHQW�IXUWKHU�DQG�IXUWKHU�DZD\�IURP�EHLQJ�DZDUH�RI�WKHLU�PRYHPHQW�EHFDXVH�DOO�WKH\�FDQ�IRFXV�
RQ�LV� WKHLU� OHYHO�RI�IDWLJXH��PXVFXODU�GLVFRPIRUW��DQG�JHWWLQJ�WKURXJK�WKH�H[HUFLVH��7KH�JRDO�RI�
FRUUHFWLYH�H[HUFLVH�PXVW�EH�WR�VORZ�WKH�FOLHQW�GRZQ��WR�UHVWRUH�WKHLU�FRQVFLRXVQHVV�RI�WKHLU�ERG\��
DQG�WR�LQWURGXFH�WKHP�WR�ZKDW�FRUUHFW�PRYHPHQW�ORRNV�DQG�IHHOV�OLNH�����

��� (GXFDWH� WKH� FOLHQW� RQ� WKHLU� PRYHPHQW� VWUDWHJ\�� (GXFDWLQJ� WKH� FOLHQW� RQ� WKHLU� PRYHPHQW�
VWUDWHJ\�EHJLQV�ZLWK�GHYHORSLQJ�DZDUHQHVV��$ZDUHQHVV�GHYHORSV� WKH�FOLHQW¶V�SURSULRFHSWLYH�DQG�
WKHUHIRUH�NLQHVWKHWLF�DWWHQWLRQ�WR�WKHLU�FXUUHQW�PRYHPHQW�SDWWHUQV��(GXFDWLRQ�KHOSV�WKHP�GHYHORS�
D�GHHSHU�XQGHUVWDQGLQJ�RI�WKH�ZK\�DQG�KRZ�RI�LPSURYLQJ�WKHVH�SDWWHUQV��$OWKRXJK�WKH�FOLHQW�PD\�
QRW�XQGHUVWDQG�WKH�DQDWRP\��ELRPHFKDQLFV��RU�NLQHVLRORJLFDO�SULQFLSOHV�EHKLQG�WKHLU�PRYHPHQW��
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HGXFDWLRQ�RIIHUV�WKHP�WKH�RSSRUWXQLW\�WR�IDPLOLDUL]H�WKHPVHOYHV�ZLWK�WKH�FRPSRQHQWV�RI�RSWLPDO�
IXQFWLRQ��7RR�RIWHQ�FOLHQWV�DUH�WDONHG�GRZQ�WR�DQG�OHDYH�WKHLU�GHFLVLRQV�WR�WKH�PRUH�NQRZOHGJHDEOH�
PHGLFDO�SURIHVVLRQDO��(GXFDWLRQ�DLGV�WKH�FOLHQW¶V�WUDLQLQJ�H[SHULHQFH�E\�UHVSHFWLQJ�WKHP�DV�D�SDUWQHU�
LQ� WKH�SURFHVV�DV�ZHOO�DV�DVVLVWV� WKHLU�FRPSOLDQFH�WR�D�FRUUHFWLYH�H[HUFLVH�VWUDWHJ\�EHFDXVH�WKH\�
EHWWHU�XQGHUVWDQG�WKH�SURFHVV��$Q�HGXFDWHG�FOLHQW�LV�WKH�FRUUHFWLYH�H[HUFLVH�VSHFLDOLVW¶V�EHVW�FOLHQW��

��� 0D[LPL]H� FHQWUDO�QHUYRXV� V\VWHP� IXQFWLRQ�DQG� HGXFDWH� WKH�EUDLQ�� ,QFRUSRUDWH�PRUH� EUDLQ�
DFWLYLW\� E\� HGXFDWLQJ� WKH� FOLHQW� LQ� ERWK� PRYHPHQW� DZDUHQHVV� DQG� WKHLU� PRYHPHQW� VWUDWHJLHV��
$GGUHVV�WKH�SDWWHUQV�WKDW�PRVW�GLUHFWO\�DIIHFW�WKH�FHQWUDO�QHUYRXV�V\VWHP��LQFOXGLQJ�UHVSLUDWLRQ��
FRQVFLRXV�DWWHQWLRQ�DQG�ERG\�DZDUHQHVV��DQG�SUR[LPDO�VWDELOL]DWLRQ��DV�ZHOO�DV�DGGUHVVLQJ�FHQWUDO�
QHUYRXV�V\VWHP�VWUHVVRUV��VXFK�DV�XS�UHJXODWLRQ�RI�WKH�V\PSDWKHWLF�QHUYRXV�V\VWHP�DQG�IDWLJXH��

��� 4XDOLW\�RYHU�TXDQWLW\��7KH�TXDOLW\�RI�WKH�PRYHPHQW�PXVW�DOZD\V�EH�VWUHVVHG�LQ�FRUUHFWLYH�H[HUFLVH��
7R�UHLWHUDWH��WKH�SUREOHP�ZLWK�WKH�PDMRULW\�RI�WKH�FRQGLWLRQLQJ�SURJUDPV�WKDW�DUH�UHFRPPHQGHG�E\�
WKH�WUDLQLQJ�µH[SHUWV¶�LV�WKDW�WKH\�DUH�WRR�LQWHQVH�DQG�IRFXV�RQ�WKH�TXDQWLW\�RI�ZRUN�EHLQJ�SHUIRUPHG��
WKDW�LV�WKH�QXPEHU�RI�UHSHWLWLRQV��DPRXQW�RI�ZHLJKW��DQG�QXPEHU�RI�H[HUFLVHV�SHUIRUPHG�LQ�D�JLYHQ�
VHVVLRQ��,W�LV�YLUWXDOO\�LPSRVVLEOH�WR�IRFXV�RQ�PRYHPHQW�TXDOLW\�RU�DZDUHQHVV�ZKHQ�IDWLJXH�DQG�
GLVFRPIRUW�FRQVXPH�WKH�FHQWUDO�QHUYRXV�V\VWHP¶V�DWWHQWLRQ��4XDOLW\�RI�PRWLRQ�VKRXOG�DOZD\V�EH�
WKH�SUHUHTXLVLWH�WR�LPSURYLQJ�IXQFWLRQ��$QG�IRU�PRVW�JHQHUDO�SRSXODWLRQ�DQG�SRVW�UHKDELOLWDWLRQ�
FOLHQWV��TXDOLW\�ZLOO�EH�H[SRQHQWLDOO\�PRUH�YDOXDEOH�WKDQ�TXDQWLW\���

��� 0RYHPHQWV�PXVW�¿UVW�EH�SHUIRUPHG�DW�D�VORZ�WR�PRGHUDWH�SDFH��,PSURYHG�VSHHG�RI�SHUIRUPDQFH�
LV�WKH�JRDO�RI�PDQ\�WUDLQLQJ�SURJUDPV��ZKLFK�LV�¿QH�LI�WKH�FOLHQW�LV�DQ�DWKOHWH�RU�LV�UHDG\�WR�EH�
SURJUHVVHG��)RU�WKH�JHQHUDO�SRSXODWLRQ�FOLHQW�DQG�WKRVH�UHTXLULQJ�WR�LPSURYH�WKHLU�G\VIXQFWLRQDO�
PRYHPHQW�SDWWHUQV��WKH�FRUUHFWLYH�PRYHPHQWV�PXVW�EH�LQLWLDOO\�SHUIRUPHG�DW�D�VORZ�SDFH�DQG�WKHQ�
SURJUHVVHG�WR�D�PRGHUDWH�SDFH�DV�WKH�FOLHQW�JDLQV�FRPSHWHQFH�DQG�FRQWURO�RI�WKH�SDWWHUQ��+LJKHU�
H[HFXWLRQ�VSHHGV�GXULQJ�DQ�H[HUFLVH�UHTXLUH� WKDW� WKH�EUDLQ�SD\�OHVV�DWWHQWLRQ�WR�IRUP�DQG�PRUH�
DWWHQWLRQ�WR�WKH�VSHHG�RI�WKH�PRYHPHQW��7KHUHIRUH��VORZ�WKH�FOLHQW�GRZQ�DQG�PDNH�WKHP�DZDUH�RI�
KRZ��ZKHUH��DQG�ZK\�WKH\�VKRXOG�EH�DGRSWLQJ�D�VSHFL¿F�PRYHPHQW�VWUDWHJ\��

��� 0RYHPHQWV�PXVW�EH�FRQWUROOHG��,PSURYLQJ�PRYHPHQW�SDWWHUQV�LV�DOO�DERXW�FRQWUROOLQJ�WKH�ERG\¶V�
PRWLRQ��7KLV� FRPHV� IURP� LPSURYLQJ� WKH� FOLHQW¶V� DZDUHQHVV� RI� D� SDUWLFXODU�PRYHPHQW� SDWWHUQ��
SHUIRUPLQJ�LW�DW�D�VORZ�WR�PRGHUDWH�SDFH��DQG�WHDFKLQJ�WKHP�KRZ�WR�FRQWURO�WKHLU�ERG\�ZHLJKW��
JURXQG�UHDFWLRQ�IRUFHV��DQG�PRPHQWXP���

��� 7UDLQ�WR�WKH�FOLHQW¶V�VWDELOL]DWLRQ�VWUHQJWK��0RVW�UHVLVWDQFH�WUDLQLQJ�SURJUDPV�IRFXV�RQ�WUDLQLQJ�
WR�WKH�VWUHQJWK�RI�WKH�FOLHQW¶V�JOREDO�PRYHPHQW�V\VWHP��7KLV�LV�DOVR�WKH�SUREOHP�ZLWK�WUDLQLQJ�WR�
VWUDWHJLHV�WKDW�SULRULWL]H�µIHHOLQJ�WKH�EXUQ¶�RU�µQR�SDLQ��QR�JDLQ¶�DSSURDFKHV��+RZHYHU��WKLV�LV�H[DFWO\�
ZKDW�SHUSHWXDWHV�PRYHPHQW�G\VIXQFWLRQ�DV�FOLHQWV�ZLOO�FRQWLQXH�WR�VWUHQJWKHQ�ZKDW�LV�VWURQJ��ZKLOH�
WKH�ZHDN�RU�LQKLELWHG�PXVFOHV�ZLOO�UHPDLQ�MXVW�WKDW�±�ZHDN�DQG�LQKLELWHG��*HQHUDOO\�VSHDNLQJ��LQ�
WKH�SUHVHQFH�RI�PRYHPHQW�G\VIXQFWLRQ��WKH�VWDELOL]DWLRQ�V\VWHP�LV�LQKLELWHG�RU�IXQFWLRQDOO\�ZHDNHU�
WKDQ�WKH�PRYHPHQW�V\VWHP�DQG�RYHUORDGLQJ�WKH�ERG\�UHVXOWV�LQ�GHYHORSLQJ�PRUH�VWUHQJWK�LQ�WKH�
JOREDO�PRYHPHQW�V\VWHP��WKHUHE\�SHUSHWXDWLQJ�WKH�LPEDODQFH�EHWZHHQ�WKH�WZR�PXVFOH�V\VWHPV��
,PSURYLQJ�D�FOLHQW¶V�DZDUHQHVV�RI�WKHLU�ERG\�ZLOO�KHOS�WKHP�UHFRJQL]H�VLJQV�RI�LQVWDELOLW\�RU�ZKHQ�
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WKH\�KDYH�ORVW�FRQWURO�RI�SUR[LPDO�VWDELOL]DWLRQ��,PSURYLQJ�IXQFWLRQDO�VWUHQJWK�ZKLOH�GHFUHDVLQJ�
WKH� ULVN� RI� LQMXU\� DQG� WKH� SHUSHWXDWLRQ� RI� IDXOW\�PRYHPHQW� SDWWHUQV� RFFXUV�ZKHQ� WKH� FOLHQW� LV�
SURJUHVVHG�DSSURSULDWHO\��EDVHG�XSRQ�WKHLU�DELOLW\�WR�VWDELOL]H�SUR[LPDOO\�ZKLOH�PRYLQJ�GLVWDOO\��

��� )ROORZ�WKH�SURSHU�SURJUHVVLRQV�� ,Q� WKHLU�KDVWH� WR�JHW� WR� WKH�µVH[\¶�PRYHPHQWV�RU� WR�JHW� WKHLU�
FOLHQWV�WR�µIHHO�WKH�EXUQ�¶�LW�LV�FRPPRQ�SUDFWLFH�LQ�WKH�SHUVRQDO�WUDLQLQJ�LQGXVWU\�WR�SXVK�FOLHQWV��
WRR�TXLFNO\��E\SDVVLQJ�PDQ\�RI� WKH� IXQGDPHQWDO�SDWWHUQV� LQ� WKH�SURFHVV��8QIRUWXQDWHO\�� WKLV� LV�
RIWHQ�D�VLJQ�RI�WKH�WLPHV�ZKHQ�µELJJHU��IDVWHU��VWURQJHU¶�EHFRPHV�WKH�VXEVWLWXWH�IRU�VORZHU��PRUH�
FRQWUROOHG�� DQG� ZLWK� PRUH� DZDUHQHVV��$V� GLVFXVVHG� SUHYLRXVO\�� WKLV� VWUDWHJ\� MXVW� OD\HUV� PRUH�
G\VIXQFWLRQ�RQ�WRS�RI�WKH�FOLHQW¶V�FXUUHQW�G\VIXQFWLRQ��3URSHU�SURJUHVVLRQ�LV�WKH�EHVW�PHWKRG�IRU�
DVVXULQJ�WKDW�WKH�FOLHQW�LV�DEOH�WR�RSWLPDOO\�LQWHJUDWH�WKH�FRUUHFWLYH�H[HUFLVH�VWUDWHJLHV�LQWR�WKHLU�
IXQGDPHQWDO�PRYHPHQW�SDWWHUQV��7KH�IROORZLQJ�LV�D�OLVW�RI�LGHDO�SURJUHVVLRQV�GXULQJ�IXQGDPHQWDO�
PRYHPHQW�SDWWHUQV��

�� 6DJLWWDO� SODQH� SULRU� WR� FRURQDO� RU� IURQWDO� SODQH� SDWWHUQV��7KH� VDJLWWDO� SODQH� LV� JHQHUDOO\� WKH�
HDVLHVW�IRU�FOLHQWV�WR�FRQWURO��DQG�FRURQDO�DQG�URWDWLRQ�SDWWHUQV�VKRXOG�RQO\�EH�DWWHPSWHG�ZKHQ�WKH\�
KDYH�GHPRQVWUDWHG�DELOLW\�WR�FRQWURO�WKH�SODQH�RI�PRWLRQ��

�� %LODWHUDO�SDWWHUQV�SULRU�WR�XQLODWHUDO�SDWWHUQV��:KLOH�WKH�JRDO�LV�WR�JHW�FOLHQWV�WR�SHUIRUP�XQLODWHUDO�
SDWWHUQV�DV�WKH\�DUH�IXQGDPHQWDOO\�PRUH�IXQFWLRQDO��XQLODWHUDO�SDWWHUQV�LQWURGXFH�URWDU\�IRUFHV�WKDW�
QHHG�WR�EH�FRQWUROOHG��%LODWHUDO�SDWWHUQV�FDQ�KHOS�WKH�XQVWDEOH�FOLHQW�JDLQ�FRQ¿GHQFH�SULRU�WR�PRYLQJ�
WKHP� WR�D�PRUH�XQVWDEOH�EDVH� �VSOLW�RU�XQLODWHUDO� VWDQFH��RU�SDWWHUQ� �XQLODWHUDO�RU�DOWHUQDWLQJ�DUP�
SDWWHUQV��

�� 6ORZ� SHUIRUPDQFH� WR� IDVWHU� SHUIRUPDQFH�� %HJLQQLQJ� FOLHQWV�� FOLHQWV� ZLWK� LQMXU\�� DQG� FOLHQWV�
H[SHULHQFLQJ�LQVWDELOLW\�JHQHUDOO\�KDYH�SRRU�DELOLW\�WR�FRQWURO�RU�VWDELOL]H�WKHLU�MRLQWV��7KH\�SHUIRUP�
HYHQ�VLPSOH�PRYHPHQWV�DW�D�IDVWHU�SDFH�WR�FRPSHQVDWH�IRU�LQVWDELOLW\�VRPHZKHUH�ZLWKLQ�WKH�NLQHWLF�
FKDLQ��6ORZ�SHUIRUPDQFH�DOORZV�WKH�QHUYRXV�V\VWHP�WR�IRFXV�RQ�WKH�PRYHPHQW��WKHUHE\�LPSURYLQJ�
DZDUHQHVV�DQG�WLPH�WR�PDNH�WKH�QHFHVVDU\�FRUUHFWLRQV�WR�DFKLHYH�RSWLPDO�DQG�HI¿FLHQW�PRYHPHQW��
7UDLQLQJ�DW�IDVWHU�VSHHGV�RU�ZLWK�JUHDWHU�PRPHQWXP�GHFUHDVHV�WKH�FOLHQW¶V�DELOLW\�WR�EHFRPH�DZDUH��
SURSHUO\� VWDELOL]H�� UHFRJQL]H�� DQG� PDNH� DGMXVWPHQWV� EHFDXVH� WKHLU� DZDUHQHVV� LV� GLYHUWHG� WR� WKH�
WDVN�DW�KDQG�±�WKH�VSHHG�DQG�H[HFXWLRQ�RI�WKH�PRYHPHQW��:KLOH�SURSRQHQWV�RI�WKH�µELJJHU��IDVWHU��
VWURQJHU¶�VFKRRO�RI�WKRXJKW�OLNH�WR�SRLQW�RXW�WKDW�LI�RQH�WUDLQV�VORZ�WKH\�EHFRPH�VORZ��VR�LI�RQH�ZDQWV�
WR�JHW�IDVW�WKH\�PXVW�WUDLQ�IDVW��WKH\�RIWHQ�IDLO�WR�PHQWLRQ�WKDW�D�SRRU�PRYHPHQW�SHUIRUPHG�IDVW�ZLOO�
DOVR�DGYDQFH�DQ\�G\VIXQFWLRQ�DW�DQ�DFFHOHUDWHG�UDWH��7KHUHIRUH�WUDLQ�PRYHPHQW�HI¿FLHQF\�SULRU�WR�
PRYHPHQW�VSHHG��DGGLQJ�VSHHG�ZKHQ�DQG�ZKHUH�DSSURSULDWH����

�� 6WDEOH�VXUIDFHV�SULRU�WR�ODELOH�VXUIDFHV��7KH�JRDO�LV�WR�JHW�WKH�FOLHQW�WR�FRQWURO�WKHLU�ERG\�ZHLJKW�
DQG�PRPHQWXP� SULRU� WR� LQWURGXFLQJ� DQ� XQVWDEOH� RU� ODELOH� VXUIDFH��7KH� DGYHQW� DQG� SUROLIHUDWLRQ�
RI� ODELOH�HTXLSPHQW�KDV�XVKHUHG� LQ�D�JHQHUDWLRQ�RI� WUDLQHUV�DQG� WKHUDSLVWV�ZKR�KDYH� WKHLU�FOLHQWV�
SHUIRUP� LQFUHDVLQJO\� FKDOOHQJLQJ� H[HUFLVHV�� HYHQ�ZKHQ� WKH\� FDQ� EDUHO\� FRQWURO� WKHLU� ERG\� RQ� D��
VWDEOH� VXUIDFH�� 3URJUHVVLQJ� WKHVH� FOLHQWV� WR� XQVWDEOH� VXUIDFHV� PHUHO\� SHUSHWXDWHV� FRPSHQVDWRU\�
VWUDWHJLHV��EHFDXVH�WKH�FOLHQWV�ZLOO�DGRSW�DQ\�VWUDWHJ\�QHFHVVDU\�WR�PDLQWDLQ�VWDELOLW\��7UDLQLQJ�RQ�
D�ODELOH�VXUIDFH�KDV�DOVR�EHHQ�VKRZQ�WR�LQFUHDVH�FRPSUHVVLYH�ORDGV�RQ�WKH�VSLQH��ZKLFK�VKRXOG�QRW��
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EH�WKH�JRDO�ZKHQ�WUDLQLQJ�WKH�VWLII�RU�K\SRPRELOH�FOLHQW��$OVR��WUDLQLQJ�RQ�ODELOH�VXUIDFHV�GHFUHDVHV�
IRUFH� SURGXFWLRQ� DV� WKH� ERG\� FDQQRW� JHQHUDWH� RSWLPDO� IRUFH� ZKHQ� LWV� DWWHQWLRQ� LV� GLYHUWHG� WR�
PDLQWDLQLQJ� VWDELOLW\�� 3URJUHVV� FOLHQWV� IURP� ELODWHUDO� WR� VSOLW� VWDQFH�� IURP� VSOLW� VWDQFH� WR� VSOLW��
VWDQFH�ZLWK�RQH�OHJ�HOHYDWHG�DQG�VXSSRUWHG��DQG�IURP�VSOLW�VWDQFH�ZLWK�RQH�OHJ�HOHYDWHG�DQG�VXSSRUWHG�
WR� XQLODWHUDO� VWDQFH�� 2QFH� WKH\� FDQ� VXFFHVVIXOO\� DFKLHYH� HDFK� RI� WKHVH� SURJUHVVLRQV�� SURJUHVV��
WKHP�WR�ODELOH�HTXLSPHQW������

����0DUU\�RSWLPDO�PRYHPHQW�VWUDWHJLHV�LQWR�VSRUW��RU�RFFXSDWLRQ�VSHFL¿F�PRYHPHQWV��2QFH�WKH�
FOLHQW�GHPRQVWUDWHV�FRPSHWHQF\�LQ�WKH�IXQGDPHQWDO�PRYHPHQW�SDWWHUQV��WKH\�FDQ�EH�SURJUHVVHG�WR�
VSRUW��RU�RFFXSDWLRQ�VSHFL¿F�PRYHPHQWV��-XVW�DV�SDUDPHWHUV��±��VWDWHG��WKH\�PXVW�EH�DEOH�WR�FDUU\�
WKH� IXQGDPHQWDOV� IURP� WKH� FRUUHFWLYH� H[HUFLVH� VWUDWHJLHV� DQG� IXQGDPHQWDO� PRYHPHQW� SDWWHUQV�
LQWR� WKHLU� VSRUW�� RU�RFFXSDWLRQ�VSHFL¿F�SDWWHUQV��7KLV�SURJUHVVLRQ�JLYHV� WKH� LQGLYLGXDO� WKH�EHVW�
RSSRUWXQLW\�WR�SHUIRUP�DW�D�KLJK�OHYHO�ZKLOH�PLQLPL]LQJ�WKH�ULVN�RI�LQMXU\��

:KLOH�WKHVH�DUH�WKH�JHQHUDO�JXLGHOLQHV�WKDW�VKRXOG�EH�IROORZHG�ZKHQ�LPSURYLQJ�PRYHPHQW��WKH�
QH[W�VHFWLRQ�ZLOO�ORRN�DW�WKH�VHYHQ�SULQFLSOHV�DQG�WKUHH�FRUH�FRQFHSWV�WKDW�PXVW�EH�DGKHUHG�WR�ZKHQ�
GHYHORSLQJ�D�FRUUHFWLYH�H[HUFLVH�DQG�IXQFWLRQDO�H[HUFLVH�SURJUDP��

8,)�7):)2�46-2'-40)7�3*�'366)'8-:)�%2(�*92'8-32%0�)<)6'-7)�
��� $GGUHVV� WKH� JUHDWHVW� DUHD� RI� G\VIXQFWLRQ�� 7KH� JRDO� RI� SHUIRUPLQJ� D� SURSHU� DVVHVVPHQW� WR�

GHWHUPLQH�D�FOLHQW¶V�PRYHPHQW�G\VIXQFWLRQ�LV�WR�GULYH�WKH�FRUUHFWLYH�H[HUFLVH�DSSURDFK��:KHWKHU�
WKH�FOLHQW�LV�FRPLQJ�LQ�IRU�D�VSHFL¿F�JRDO�RI�ORVLQJ�ZHLJKW��DOOHYLDWLQJ�SDLQ��RU�SHUIRUPLQJ�WKHLU�VSRUW�
DW�D�KLJKHU�OHYHO��LPSURYHG�PRYHPHQW�HI¿FLHQF\�VKRXOG�DOZD\V�EH�WKH�JRDO�SULRU�WR�SHUIRUPDQFH�
HQKDQFHPHQW��,I�PRYHPHQW�HI¿FLHQF\�LV�DFKLHYHG��WKH�SURJUDP�LQVWLWXWHG�E\�WKH�FRDFK�RU�WUDLQHU�
ZLOO�JHQHUDOO\�OHDG�WR�DFFRPSOLVKPHQW�RI�WKH�FOLHQW¶V�JRDOV��+RZHYHU��SXUVXLQJ�JRDOV�DW�WKH�H[SHQVH�
RI�LPSURYLQJ�PRYHPHQW�HI¿FLHQF\�ZLOO�OHDG�WR�SUREOHPV�DQG�WKH�OLNHOLKRRG�WKDW�WKH�FOLHQW�PD\�QRW�
DFKLHYH�WKHLU�JRDOV�±�RU�ZRUVH��DFKLHYH�WKHP�DQG�JHW�LQMXUHG�LQ�WKH�SURFHVV��$GGUHVVLQJ�WKH�JUHDWHVW�
DUHD�RI�G\VIXQFWLRQ�LPSURYHV�WKH�FOLHQW¶V�WROHUDQFH�WR�H[HUFLVH�E\�LPSURYLQJ�WKH�SURYHUELDO�µZHDN�
OLQN¶�LQ�WKH�NLQHWLF�FKDLQ��

2IWHQ� DGGUHVVLQJ� WKH� JUHDWHVW� DUHD� RI� G\VIXQFWLRQ�ZLOO� QHHG� WR� LQFOXGH�GRZQ�UHJXODWLRQ�RI� WKH�
V\PSDWKHWLF�QHUYRXV�V\VWHP��7KLV�GRZQ�UHJXODWLRQ�PRVW�RIWHQ�PXVW�SUHFHGH�RWKHU�VWUDWHJLHV��DV�
DQ� XS�UHJXODWHG� V\VWHP� LV� RIWHQ� UHVLVWDQW� WR� FKDQJH��7KHUH� DUH� WKUHH�PDLQ�PHWKRGV� IRU� GRZQ�
UHJXODWLQJ�WKH�QHUYRXV�V\VWHP�

L��� 'LDSKUDJPDWLF�EUHDWKLQJ

LL��� 6ORZ��GHHS��DQG�VSHFL¿F�VRIW�WLVVXH�WHFKQLTXHV

LLL�� 9LVXDOL]DWLRQ

7KHVH�ZLOO�EH�GLVFXVVHG�PRUH�WKRURXJKO\�LQ�WKH�FRUUHFWLYH�VWUDWHJ\�VHFWLRQ�RI�WKH�ERRN��

��� ,PSURYH�VSLQDO�SRVWXUH��,PSURYLQJ�VSLQDO�SRVWXUH�JHQHUDOO\�JRHV�ZLWK�SULQFLSOHV���DQG����2IWHQ�
WKH�WUXQN�DQG�VSLQH�SRVWXUH��RU�VRPHWKLQJ�UHODWHG�WR�WKH�WUXQN�DQG�VSLQH��LV�WKH�UHJLRQ�RI�JUHDWHVW�
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G\VIXQFWLRQ��,PSURYLQJ�VSLQDO�DOLJQPHQW�LV�DOVR�QHFHVVDU\�WR�LPSURYH�EUHDWKLQJ�SDWWHUQV�E\�SODFLQJ�
WKH�KHDG��QHFN�� WUXQN��DQG�VSLQH� LQ�D�SRVLWLRQ� WKDW�EHVW� HQDEOHV�RSWLPDO�EUHDWKLQJ�SDWWHUQV�DQG�
DFWLYDWLRQ�RI�WKH�ORFDO�VWDELOL]HUV��7KLV�FDQ�EH�DFFRPSOLVKHG�E\�DQ\�FRPELQDWLRQ�RI�PDQLSXODWLYH�
WHFKQLTXHV��VSLQDO�PRELOLW\�H[HUFLVHV��DQG�RU�SRVWXUDO�UH�HGXFDWLRQ��

��� ,PSURYH�EUHDWKLQJ�SDWWHUQV��%UHDWKLQJ�SDWWHUQV�PXVW�EH�UHVWRUHG�DQG�FRRUGLQDWHG�ZLWK�SURSHU�
DFWLYDWLRQ�RI� WKH� GHHS� VWDELOL]DWLRQ� V\VWHP��7KLV� LV� WKH� NH\� WR� LPSURYLQJ� IXQFWLRQ�RI� WKH� ORFDO�
VWDELOL]HUV�ZKLOH�IUHHLQJ�XS�WKH�PXVFOHV�RI�WKH�JOREDO�V\VWHP�WR�SHUIRUP�PRYHPHQW��,PSURYLQJ�
EUHDWKLQJ�SDWWHUQV�ZLOO�KHOS�HVWDEOLVK�DQG�PDLQWDLQ�RSWLPDO�SRVWXUH�GXH�WR�WKH�GLDSKUDJP¶V�GXDO�
SRVWXUDO� DQG� UHVSLUDWRU\� UROH��$GGLWLRQDOO\�� SURSHU� GLDSKUDJP� EUHDWKLQJ� PRELOL]HV� WKH� WKRUD[��
LPSURYLQJ� WKH� KHDOWK� RI� WKH� GLVFV�� LPSURYHV� R[\JHQDWLRQ� RI� WKH�ERG\�� DQG� GRZQ�UHJXODWHV� WKH�
FHQWUDO�QHUYRXV�V\VWHP��WKHUHE\�UHVWRULQJ�SDUDV\PSDWKHWLF�IXQFWLRQ��

��� 7UDLQ� ORFDO� FR�DFWLYDWLRQ� DQG� FRRUGLQDWLRQ�ZLWK� EUHDWKLQJ� SDWWHUQV��$V�PHQWLRQHG� DERYH��
RQFH�GLDSKUDJPDWLF�EUHDWKLQJ� LV� UHVWRUHG�� LW�PXVW�EH�FRRUGLQDWHG�ZLWK�SURSHU� DFWLYDWLRQ�RI� WKH�
GHHS�PXVFOH�V\VWHP��7KH�DELOLW\�WR�FRRUGLQDWH�UHVSLUDWRU\�DQG�VWDELOL]DWLRQ�IXQFWLRQV�SUHFHGHV�DOO�
RSWLPDO�SHUIRUPDQFH��DV�WKH�LQDELOLW\�WR�FRRUGLQDWH�WKHVH�IXQFWLRQV�FRQWULEXWHV�WR�G\VIXQFWLRQ�RI�
WKH�HQWLUH�QHXURPXVFXORVNHOHWDO�V\VWHP��

��� 7UDLQ� SUR[LPDO� VWDELOL]DWLRQ� RI� WKH� VFDSXOD� DQG� SHOYLV� ZLWK� JOHQRKXPHUDO� DQG�
IHPRURDFHWDEXODU�GLVVRFLDWLRQ��2QFH�WKH�FOLHQW�FDQ�RSWLPDOO\�VWDELOL]H�WKH�WUXQN�DQG�VSLQH��WKH\�
VKRXOG�EH�SURJUHVVHG�WR�VKRXOGHU�DQG�KLS�GLVVRFLDWLRQ�DW�WKH�JOHQRKXPHUDO�DQG�IHPRURDFHWDEXODU�
MRLQWV�UHVSHFWLYHO\��3UR[LPDO�VWDELOL]DWLRQ�RI�WKH�VFDSXOD�DQG�SHOYLV�ZLOO�EH�QHFHVVDU\�DQG�PXVW�EH�
PDLQWDLQHG�SULRU�WR�GLVVRFLDWLRQ�RI�WKH�KLS�DQG�VKRXOGHU�MRLQWV��$W�WLPHV��VRIW�WLVVXH�UHOHDVH�ZLOO�
QHHG�WR�EH�SHUIRUPHG�WR�UHOHDVH�WKH�KXPHUXV�IURP�WKH�VFDSXOD�DQG�WKH�IHPXU�IURP�WKH�DFHWDEXOXP��
GXH�WR�WKH�XS�UHJXODWLRQ�RI�HLWKHU�WKH�ORFDO�RU�WKH�JOREDO�VWDELOL]HUV��ZKLFK�OLPLWV�GLVVRFLDWLRQ�RI�WKH�
*+�DQG�)$�MRLQWV��2QFH�GLVVRFLDWLRQ�RI�WKH�KXPHUXV�DQG�IHPRUDO�KHDG�LV�HVWDEOLVKHG�LQGHSHQGHQW�
RI�WKH�JOHQRLG�IRVVD�DQG�DFHWDEXOXP�UHVSHFWLYHO\��WKH�FOLHQW�LV�WDXJKW�SURSHU�PRWRU�FRQWURO�RI�WKHVH�
UHJLRQV���

��� ,QWHJUDWH�IXQGDPHQWDO�PRYHPHQW�SDWWHUQV��2QFH�WKH�FOLHQW�OHDUQV�KRZ�WR�VWDELOL]H�SUR[LPDOO\�
ZKLOH�SHUIRUPLQJ�GLDSKUDJPDWLF�EUHDWKLQJ�DQG�KRZ�WR�GLVVRFLDWH�WKURXJK�WKH�DSSURSULDWH�UHJLRQV�
RI� WKH� NLQHWLF� FKDLQ�� WKH\� FDQ� FRRUGLQDWH� WKHVH� DFWLYLWLHV� LQWR� IXQGDPHQWDO�PRYHPHQW� SDWWHUQV�
±� VTXDWWLQJ�� OXQJLQJ�� SXVKLQJ�� SXOOLQJ�� URWDWLRQ�� DQG� JDLW�� 7KH\� VKRXOG� EH� DEOH� WR� FRRUGLQDWH�
VWDELOL]DWLRQ�DQG�GLVVRFLDWLRQ�DW�WKH�DSSURSULDWH�OHYHOV��PDLQWDLQLQJ�PRWRU�FRQWURO�DV�WKH\�SURJUHVV�
WKURXJK�WKH�SDWWHUQV��/RDG��VSHHG��PRPHQWXP��DQG�VWDELOLW\�FDQ�HDFK�EH�FKDOOHQJHG�DV�WKH�FOLHQW�
JDLQV�PRUH�FRQ¿GHQFH�DQG�DSWLWXGH�LQ�WKH�SDWWHUQV��

��� 3URJUHVV�WR�ZRUN�RU�VSRUW��3URJUHVVLQJ�WKH�FOLHQW�WR�RFFXSDWLRQDO��UHFUHDWLRQDO�VSRUW��DQG�G\QDPLF�
DFWLYLWLHV�RI�GDLO\� OLYLQJ� LV� WKH�¿QDO�VWHS�RI� WKH�FRUUHFWLYH�H[HUFLVH�DQG�PRYHPHQW�SURJUHVVLRQ��
7KH�VSHFL¿F�GHPDQGV�RI�WKH�DFWLYLW\�±�VSHHG��ORDGV��PRYHPHQWV��HWF��±�FDQ�EH�FKDOOHQJHG�DV�WKH�
FOLHQW�OHDUQV�KRZ�WR�PDLQWDLQ�MRLQW�FHQWUDWLRQ��PRWRU�FRQWURO��DQG�PRYHPHQW�HI¿FLHQF\�GXULQJ�WKH�
IXQFWLRQDO�GHPDQGV�
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���8,)�97)�3*�794-2)�%2(�4632)�437-8-327
$�FRPPRQ�TXHVWLRQ�WKDW�LV�DVNHG�ZKHQ�ORRNLQJ�DW�WKH�FRUUHFWLYH�H[HUFLVH�DSSURDFK�SUHVHQWHG�LQ�WKLV�
ERRN�LV�ZK\�DUH�VR�PDQ\�FRUUHFWLYH�SDWWHUQV�SHUIRUPHG�LQ�WKH�VXSLQH�DQG�SURQH�SRVLWLRQV�UDWKHU�WKDQ�
PRUH� IXQFWLRQDO�� XSULJKW� SRVWXUHV"�9DFODY�9RMWD�� D� &]HFK� SHGLDWULF� QHXURORJLVW�� ZKRVH� ZRUN� ZLWK�
FKLOGUHQ�KDV�LQVSLUHG�WKH�QH[W�JHQHUDWLRQ�RI�PRYHPHQW�DQG�UHKDELOLWDWLRQ�VSHFLDOLVWV�DQG�ZKRVH�LQÀXHQFH�
FDQ�EH�VHHQ�WKURXJKRXW�WKLV�ERRN��VDLG��³0RYHPHQW�LV�QRW�VRPHWKLQJ�WKDW�VSRQWDQHRXVO\�GHYHORSV�LQ�
WKH�YHUWLFDO�SRVWXUH�EXW�HYROYHV�IURP�O\LQJ�RQ�RQH¶V�EHOO\�DQG�RQH¶V�EDFN�´�0DQ\�RI� WKH�FRUUHFWLYH�
VWUDWHJLHV�LQ�WKLV�ERRN�DUH�DGDSWHG�DQG�PRGL¿HG�IURP�9RMWD¶V�RULJLQDO�ZRUN�RQ�UHÀH[�ORFRPRWLRQ�DQG�
.RODU¶V�G\QDPLF�QHXURPXVFXODU�VWDELOL]DWLRQ�DSSURDFK�WR�DGXOW�UHKDELOLWDWLRQ��%RWK�DSSURDFKHV�ZHUH�
IRUPHG�E\�ZRUNLQJ�ZLWK�WKH�SHGLDWULF�SRSXODWLRQ�DQG�ORRN�WR�UHVWRUH�IXQGDPHQWDO�PRYHPHQW�SDWWHUQV�
LQ�D�PDQQHU�FRQVLVWHQW�ZLWK�WKH�GHYHORSPHQW�PLOHVWRQHV�RI�WKH�FKLOG��7KHVH�SDWWHUQV�DUH�WKRXJKW�WR�EH�
HQJUDLQHG�LQ�WKH�FHQWUDO�QHUYRXV�V\VWHP�VR�DFFHVVLQJ�WKHP�LQLWLDOO\�WKURXJK�VSHFL¿F�VXSLQH�DQG�SURQH�
SRVLWLRQV��VSHFL¿F�VWLPXODWLRQ�SRLQWV��DQG�PXVFOH�DFWLYDWLRQ�VWUDWHJLHV�LV�FRQVLGHUHG�WR�EH�D�PRUH�LGHDO�
VWDUWLQJ�SODFH�UDWKHU�WKDQ�IRUFLQJ�WKH�ERG\�LQWR�SRVLWLRQV�WKDW�LW�PD\�QRW�KDYH�D�KDUG�ZLUHG�IDPLOLDULW\�
ZLWK��

$GGLWLRQDOO\��PDQ\�RI�WKH�G\VIXQFWLRQDO�SRVWXUHV�DQG�SDWWHUQV�VHHQ�LQ�WKH�DGXOW�SRSXODWLRQ�DUH�WKRXJKW�
WR�EH�PLOGHU�PDQLIHVWDWLRQV�RI�WKH�SDWWHUQV�VHHQ�LQ�PDQ\�QHXURORJLFDO�FRQGLWLRQV�VXFK�DV�FHUHEUDO�SDOV\��
,Q�SDUWLFXODU��LQFUHDVHG�WRQH�RI�WKH�ÀH[RUV�DQG�LQWHUQDO�URWDWRUV��GHFUHDVHG�WRQH�LQ�WKH�H[WHQVRUV�DQG�
H[WHUQDO� URWDWRUV��DQG�SRRU� WUXQN�VWDELOL]DWLRQ�DQG�UHVSLUDWRU\�SDWWHUQV�DUH�UDWKHU�XELTXLWRXV� LQ�ERWK�
SRSXODWLRQV�ZLWK� WKH�RQH�ELJ�GLIIHUHQFH�EHLQJ� WKDW� WKH�DGXOW�RUWKRSHGLF�FOLHQW�JHQHUDOO\�KDV�JUHDWHU�
DGDSWDELOLW\� DQG� EHWWHU� FRPSHQVDWRU\� VWUDWHJLHV�� 3URQH� DQG� VXSLQH� SRVLWLRQV� FDQ� KHOS� FOLHQWV� DQG�
SDWLHQWV�JDLQ�LPSURYHG�DFWLYDWLRQ�RI�WKH�GHHS�VWDELOL]HUV�DQG�MRLQW�FHQWUDWLRQ�E\�HOLPLQDWLQJ�VRPH�RI�
WKH�UHVXOWDQW�FRPSHQVDWRU\�HIIHFWV�WKDW�KDYH�GHYHORSHG�E\�KDELWXDWLRQ�DQG�FRPSHQVDWLRQ��

)XUWKHUPRUH��ZKLOH�PDQ\�FOLHQWV�FDQ�SHUIRUP�UDWKHU�LPSUHVVLYH�IHDWV�RI�VWUHQJWK�RU�UDWKHU�KLJK�OHYHO�
UHFUHDWLRQDO�DQG�RFFXSDWLRQDO�WDVNV��WKH\�RIWHQ�FDUU\�RXW�WKHVH�DFWLYLWLHV�ZLWK�VXEVWLWXWLRQ�SDWWHUQV�UDWKHU�
WKDQ�RSWLPDO�PRWRU�SDWWHUQV��7KH�VXSLQH�DQG�SURQH�SRVLWLRQV�HQDEOH�WKH�FOLHQW�WR�ZRUN�LQ�SRVLWLRQV�WKDW�
WKH\�FDQ�LGHDOO\�FRQWURO�ZLWK�OHVV�OLNHOLKRRG�RI�VXEVWLWXWLRQ�RU�FRPSHQVDWLRQ�SDWWHUQV��7KHVH�SRVLWLRQV�
DOVR�KHOS�WKH�FOLQLFLDQ�RU�WUDLQHU�SURYLGH�NLQHVWKHWLF�IHHGEDFN�IRU�WKH�FOLHQW�DV�WR�WKH�SRVLWLRQ�RI�WKH�WKHLU�
KHDG��QHFN��WUXQN��DQG�SHOYLV��ZKLFK�LV�FRPPRQO\�GH¿FLHQW�RU�ODFNLQJ�ZKHQ�WKH�FOLHQW�LV�LQ�WKH�XSULJKW�
SRVLWLRQ��,W�LV�DOVR�HDVLHU�IRU�WKH�FOLQLFLDQ�RU�WUDLQHU�WR�DVVHVV�FOLHQW�DFWLYDWLRQ�VWUDWHJLHV�ZKLOH�LQ�WKH�
SURQH�DQG�VXSLQH�SRVLWLRQV�DV�ZHOO��7KH�JRDO��KRZHYHU��LV�DOZD\V�WR�SURJUHVV�WKH�FOLHQW�WR�WKH�XSULJKW�
SRVLWLRQ�DQG�LQWHJUDWH�WKLV�IXQFWLRQ�DV�WKH\�JDLQ�IXQFWLRQDO�FRQWURO�RI�WKH�ORZHU�OHYHO�SRVLWLRQV�
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'HFUHDVLQJ�V\PSDWKHWLF�WRQH�LV�RQH�RI�WKH�PRVW�LPSRUWDQW�FRPSRQHQWV�RI�UHSURJUDPPLQJ�WKH�FHQWUDO�
QHUYRXV�V\VWHP�DQG�UHVWRULQJ�PRUH�RSWLPDO�PRYHPHQW�SDWWHUQV��,W�LV�GLI¿FXOW�DQG�YLUWXDOO\�LPSRVVLEOH�
DW�WLPHV�WR�UHSURJUDP�WKH�QHUYRXV�V\VWHP�DQG�LQVWLWXWH�PRUH�LGHDO�PRWRU�SDWWHUQV�ZKHQ�WKH�QHUYRXV�
V\VWHP�LV�XS�UHJXODWHG�DQG�RYHUDFWLYH��3DLQ��IDWLJXH��DQG�VWUHVV�DOO�WHQG�WR�VWLPXODWH�V\PSDWKHWLF�QHUYRXV�
V\VWHP�DFWLYLW\�WR�D�JUHDWHU�GHJUHH�WKDQ�WKH�SDUDV\PSDWKHWLF�V\VWHP��7KHUH�DUH�VHYHUDO�YHU\�HIIHFWLYH�
PHWKRGV� IRU� GDPSHQLQJ� V\PSDWKHWLF� QHUYRXV� V\VWHP� DFWLYLW\� DQG� XS�UHJXODWLQJ� SDUDV\PSDWKHWLF�
DFWLYLW\�SULRU�WR�LQVWLWXWLQJ�FRUUHFWLYH�H[HUFLVH��

�� 'HHS�GLDSKUDJPDWLF�EUHDWKLQJ�ZLOO�VWLPXODWH�WKH�SDUDV\PSDWKHWLF�QHUYRXV�V\VWHP�DQG�GHFUHDVH�
V\PSDWKHWLF�WRQH��5DWWUD\�������8PSKUHG��������'LDSKUDJPDWLF�EUHDWKLQJ�LV�RQH�VWUDWHJ\�WKDW�ZLOO�
EH�LQWURGXFHG�LQ�WKH�FRUUHFWLYH�H[HUFLVH�VHFWLRQ�DQG�ZKLFK�PXVW�EH�LQFRUSRUDWHG�LQWR�HYHU\�VWDJH�RI�
WKH�IXQFWLRQDO�H[HUFLVH�FRQWLQXXP��

�� 9LVXDOL]DWLRQ� DQG� LPDJHU\� RI� SHDFHIXO� VFHQDULRV� DQG�RU� TXLHWLQJ� WKH� PLQG� DUH� DOVR� EHQH¿FLDO�
DQG� FDQ� EH� XVHG� LQ� FRQMXQFWLRQ�ZLWK� GLDSKUDJPDWLF� EUHDWKLQJ� WR� GHFUHDVH� WHQVLRQ� DQG� TXLHW� WKH�
QHUYRXV�V\VWHP��

�� /LJKW�WRXFK��8PSKUHG�������DQG�VWLPXODWLRQ�RI�WKH�5XI¿QL�RUJDQV�DQG�LQWHUVWLWLDO�UHFHSWRUV�KDYH�
EHHQ�VKRZQ� WR�GHFUHDVH�V\PSDWKHWLF� WRQH��/LQGVD\��������0\RIDVFLDO� UHOHDVH�� LQFOXGLQJ�KROGLQJ�
WHFKQLTXHV�DV�ZHOO�DV�JHQHUDO�VKDNLQJ�DQG�URFNLQJ�WHFKQLTXHV��LV�DQ�LQYDOXDEOH�VWUDWHJ\�IRU�GHFUHDVLQJ�
D�FOLHQW¶V�FXUUHQW�JULSSLQJ�RU�EUDFLQJ�FRPSHQVDWRU\�VWUDWHJLHV��

���-1463:)�&3(=�%;%6)2)77
,W�LV�FRPPRQ��HYHQ�IRU�FOLHQW¶V�ZKR�URXWLQHO\�H[HUFLVH��WR�ODFN�ERG\�DZDUHQHVV��:KLOH�ERG\�DZDUHQHVV�
LV� D� FRPPRQ� SDUW� RI� SUDFWLFHV� VXFK� DV�7DL� &KL�� 4L�*RQJ�� )HOGHQNUDLV�� DQG� \RJD�� FXUUHQW� WUDLQLQJ�
PHWKRGRORJLHV�WKDW�VWUHVV�KDUGHU��IDVWHU��RU�VWURQJHU�DSSURDFKHV�RIWHQ�PRYH�WKH�LQGLYLGXDO�DZD\�IURP�
GHYHORSLQJ� ERG\� DZDUHQHVV�� 3DLQ� DQG� IDWLJXH� GLPLQLVK� D� FOLHQW¶V� VHQVDWLRQ� DQG� DZDUHQHVV� RI� WKHLU�
ERG\�EHFDXVH�WKH�GLVFRPIRUW�RI�WKH�DFWLYLW\�SULRULWL]HV�WKH�EUDLQ¶V�DWWHQWLRQ��7KLV�GLVFRQQHFW�EHWZHHQ�
DQ�LQGLYLGXDO¶V�DZDUHQHVV�RI�WKHLU�ERG\�DQG�ZKDW�LV�DFWXDOO\�KDSSHQLQJ�ZLWKLQ�WKHLU�ERG\�LV�IXUWKHU�
GHHSHQHG�E\�WKH�XVH�RI�SDLQNLOOHUV� WKDW�GLPLQLVK�WKH�SUHVHQFH�RI�SDLQ��DV�ZHOO�DV�IURP�WKH�FRQVWDQW�
VWLPXOL� RI� SHUVRQDO�PXVLF� GHYLFHV�� FRPSXWHUV�� DQG� WHOHYLVLRQ��:LWK� DGYDQFLQJ� WHFKQRORJ\�� JUHDWHU�
UHOLDQFH�RQ�GLHWDU\�VWLPXODQWV��FDIIHLQH��QLFRWLQH��HWF����DQG�OHVV�DWWHQWLRQ�RQ�ERWK�WKH�DPRXQW�DQG�WKH�
W\SH�RI�SK\VLFDO�DFWLYLW\�WKDW�HQKDQFHV�ERG\�DZDUHQHVV��FOLHQWV�KDYH�EHFRPH�LQFUHDVLQJO\�GLVFRQQHFWHG�
IURP�WKHLU�ERG\��$ZDUHQHVV�LV�RQH�RI�WKH�NH\�FRPSRQHQWV�RI�WKH�FRUUHFWLYH�H[HUFLVH�DSSURDFK�DQG�WKLV�
SUDFWLFH�PXVW�EH�D�GHOLEHUDWH�SRUWLRQ�RI�DOO�H[HUFLVH�VHVVLRQV�� ,Q�KLV�ERRN�7KH�7DOHQW�&RGH��'DQLHO�
&R\OH�OLVWV�µOHDUQ�WR�IHHO�LW¶�DV�RQH�RI�WKH�WKUHH�UXOHV�RI�GHHS�SUDFWLFH��%\�OHDUQLQJ�WR�µIHHO�LW¶��FOLHQWV�FDQ�
JHW�WR�D�GHHSHU�FRQQHFWLRQ�ZLWK�WKHLU�ERG\��DUH�EHWWHU�DEOH�WR�UHFRJQL]H�FXUUHQW�SDWWHUQV��DQG�FDQ�PRUH�
UHDGLO\�LQVWLWXWH�FKDQJHV�QHFHVVDU\�WR�RSWLPL]H�SHUIRUPDQFH��,PSURYLQJ�D�FOLHQW¶V�DZDUHQHVV�ZLOO�EH�
HQKDQFHG�ZLWK�WKH�XVH�RI�VSHFL¿F�YLVXDOL]DWLRQ�DQG�LPDJHU\�WHFKQLTXHV�DV�ZHOO�DV�YLVXDO��YHUEDO��DQG�
NLQHVWKHWLF�FXLQJ���



��� _��&255(&7,9(�(;(5&,6(�62/87,216�72�&20021�+,3�$1'�6+28/'(5�'<6)81&7,21

8,)�0)%62-2+�'31432)28�3*�'366)'8-:)�)<)6'-7)�
7KH�OHDUQLQJ�FRPSRQHQW�RI�GHYHORSLQJ�RSWLPDO�PRYHPHQW�SDWWHUQV�LV�RIWHQ�RYHUORRNHG�LQ�FRUUHFWLYH�
H[HUFLVH�� ,PSURYLQJ�PRWRU� VNLOO�� RU� WKH� DELOLW\� RI� WKH� FOLHQW� WR� SHUIRUP�KLJKO\� HI¿FLHQW�PRYHPHQW��
PXVW�EH�WKH�HQG�JRDO�RI�DQ\�UHKDELOLWDWLYH��FRUUHFWLYH��RU�WUDLQLQJ�DSSURDFK��+RZHYHU��LW�LV�LPSRUWDQW�
WR� XQGHUVWDQG� WKDW� VNLOO� DQG� DELOLW\� DUH� WZR� IXQGDPHQWDOO\� GLIIHUHQW� LQGLYLGXDO� WUDLWV��$ELOLW\� LV� WKH�
JHQHWLF�SRWHQWLDO�RI�DQ� LQGLYLGXDO�DQG� LV�XQFKDQJHG�E\� WUDLQLQJ�RU�FRQGLWLRQLQJ��6NLOO� LV� VRPHWKLQJ�
WKDW�LV�GHYHORSHG�E\�SUDFWLFH��DQG�D�FOLHQW�FDQ�GHYHORS�VNLOO�UHJDUGOHVV�RI�WKHLU�DELOLW\��5HJDUGOHVV�RI�
WKH�FOLHQW¶V�DELOLW\��WKH�JRDO�RI�FRUUHFWLYH�H[HUFLVH�LV�DOZD\V�WR�KHOS�LQFUHDVH�WKH�FOLHQW¶V�VNLOO�VHW��$Q�
LPSRUWDQW�FRPSRQHQW�RI�GHYHORSLQJ�VNLOO� LV�LPSURYLQJ�WKH�FOLHQW¶V�DELOLW\�WR�OHDUQ�WKH�LGHDO�SDWWHUQV�
RI� VWDELOL]DWLRQ� DQG�PRYHPHQW��$OO� LQGLYLGXDOV�ZLOO� OHDUQ� DW� D�GLIIHUHQW� OHYHO� DQG� HDFK� VNLOO� KDV� LWV�
RZQ�XQLTXH�FKDOOHQJHV��KHQFH�WKH�FRQFHSW�RI�WKH�µOHDUQLQJ�FXUYH�¶�(DFK�LQGLYLGXDO�ZLOO�PRYH�WKURXJK�
VSHFL¿F��GLVWLQFW�VWDJHV�GXULQJ�WKH�OHDUQLQJ�SURFHVV��DOWKRXJK�WKH�VWHSV�DUH�RIWHQ�RYHUODSSLQJ��7KHVH�
VWDJHV�DUH�VSHFL¿F�VHTXHQWLDO�VWHSV�LQ�WKH�OHDUQLQJ�SURFHVV�RI�DQ\�QHZ�VNLOO�DQG�DUH�EURNHQ�LQWR�WKH�
YHUEDO�FRJQLWLYH��PRWRU��DQG�DXWRQRPRXV�SURFHVVHV��6FKPLGW�DQG�:ULVEHUJ��������

,Q�WKH�YHUEDO�FRJQLWLYH�VWDJH��WKH�LQGLYLGXDO�LV�LQWURGXFHG�WR�DQG�GHYHORSV�D�JHQHUDO�XQGHUVWDQGLQJ�DERXW�
DQ�XQIDPLOLDU�WDVN��6LJQL¿FDQW�WLPH�LV�VSHQW�JLYLQJ�DQDORJLHV��GHYHORSLQJ�EDVLF�VNLOOV��GHPRQVWUDWLQJ�
�YLVXDO���DQG�WDONLQJ�WR�WKH�FOLHQW��YHUEDO��DQG�KDYLQJ�WKHP�WKLQN��FRJQLWLYH��DERXW�WKH�WDVN�DV�ZHOO�DV�
SURYLGLQJ�WKHP�NLQHVWKHWLF��WDFWLOH��IHHGEDFN�DERXW�WKHLU�DFWLRQV�DQG�UHVXOWV��0RYHPHQW�SDWWHUQV�LQ�WKLV�
VWDJH�ZLOO�EH�TXLWH�XQFRRUGLQDWHG�DQG�DW�WLPHV�FDQ�ORRN�JHQHUDOO\�µVORSS\�¶�7KH�WLPH�VSHQW�LQ�WKLV�SKDVH�
WHQGV�WR�JR�TXLFNO\�DQG�WKHUH�DUH�JHQHUDOO\�ODUJH�MXPSV�LQ�VNLOO�OHYHO����

7KH�VHFRQG�VWHS�LV�WKH�PRWRU�VWDJH��'XULQJ�WKLV�VWDJH�WKH�LQGLYLGXDO�KDV�PDVWHUHG�WKH�EDVLFV�QXDQFHV�
RI�WKH�PRYHPHQW��LV�DEOH�WR�LGHQWLI\�WKHLU�PLVWDNHV��DQG�FDQ�PRUH�FRQVLVWHQWO\�SURGXFH�WKHLU�GHVLUHG�
DFWLRQV��7KH\�EHJLQ� WR�GHPRQVWUDWH� UH¿QHPHQW�RI�VNLOO�DQG� WKHLU�PRYHPHQWV�EHFRPH�VPRRWKHU�DQG�
PRUH�HI¿FLHQW��7KLV�VWDJH�FDQ� ODVW� IURP�PRQWKV� WR�\HDUV��RU�FRQVLGHUDEO\� ORQJHU��GHSHQGLQJ�RQ� WKH�
FRPSOH[LW\�RI�WKH�WDVN�DV�ZHOO�DV�WKH�FOLHQW¶V�LQYHVWPHQW�LQ�LPSURYLQJ�

7KH�¿QDO�VWHS�LV�WKH�DXWRQRPRXV�SKDVH��ZKHUH�WKH�LQGLYLGXDO�KDV�PDVWHUHG�WKH�PRYHPHQW�RU�DFWLYLW\�
ZLWK� D� SUR¿FLHQF\� WKDW� UHTXLUHV� OLWWOH� FRQVFLRXV� WKRXJKW� SURFHVV�� 7KLV� LV� WKH� SKDVH� RI� PRYHPHQW�
VRSKLVWLFDWLRQ�ZKHUH�WKH�LQGLYLGXDO�LV�DEOH�WR�ERWK�LGHQWLI\�DQG�FRUUHFW�WKHLU�PRYHPHQW�IDXOWV��DV�ZHOO�
DV�SHUIRUP�IRU�ORQJHU�XQLQWHUUXSWHG�SHULRGV�RI�WLPH�

7KH�JRDO�RI�FRUUHFWLYH�H[HUFLVH�LV�WR�PRYH�WKH�FOLHQW�LQWR�WKH�¿QDO�SKDVH�VR�WKH\�FDQ�EH�SURJUHVVHG�WR�
WKHLU�IXQFWLRQDO�RU� WDVN�VSHFL¿F�JRDOV��7KHVH�VWHSV�ZLOO�JHQHUDOO\�JR�UDWKHU�TXLFNO\� LI�ZRUNLQJ�ZLWK�
VRPHRQH�ZLWK�JUHDWHU� DELOLW\� DQG� LQWHUQDO� FDSDFLW\� WR� OHDUQ�QHZ� VNLOOV��7KH�JRDO� LV� QRW� WR� VHH�KRZ�
TXLFNO\�WKH�FOLHQW�FDQ�EH�PRYHG�WKURXJK�WKH�SKDVHV�EXW�UDWKHU�WR�SURYLGH�WKH�LQGLYLGXDO�ZLWK�D�KLJK�
OHYHO�RI�TXDOLW\�WHDFKLQJ�VR�WKH\�FDQ�SURJUHVV�DW�WKHLU�RZQ�RSWLPDO�SDFH�

74)'-*-'-8=�3*�0)%62-2+�
6SHFL¿FLW\�RI�OHDUQLQJ�UHODWHV�WR�WKRVH�WDVNV�WKDW�PRVW�UHVHPEOH�WKH�HQYLURQPHQW�DQG�PRYHPHQW�SDWWHUQV�
WKH�LQGLYLGXDO�ZLOO�EH�SHUIRUPLQJ��:KLOH�VRPH�RI�WKH�LQLWLDO�FRUUHFWLYH�SDWWHUQV�PD\�QRW�VHHP�WR�ORRN�
OLNH�WKH�¿QDO�SURGXFW�RI�VSRUW�RU�OLIH��WKH\�DUH�FRPSRQHQW�SLHFHV�RU�FKXQNV��µ&KXQNLQJ¶�LV�D�PHWKRG�
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WKDW� HQFRXUDJHV� LPSURYHG� QHXURPRWRU� OHDUQLQJ�� E\� EUHDNLQJ� XS� ODUJHU� WDVNV� LQWR� VPDOOHU� RQHV� DQG�
PDVWHULQJ�HDFK�FRPSRQHQW�EHIRUH�LQWHJUDWLQJ�WKHP�EDFN�LQWR�WKH�¿QDO�PRYHPHQW�SLHFH��

)RU� H[DPSOH�� D� UXQQHU� SUHVHQWV� ZLWK� NQHH� GLVFRPIRUW� WKDW� RFFXUV� DIWHU� WKUHH� PLOHV�� 'XULQJ� D�
UXQQLQJ�DVVHVVPHQW��WKH�WUDLQHU�RU�WKHUDSLVW�PD\�QRWH�LQFUHDVHG�WKRUDFROXPEDU�H[WHQVLRQ��D�SRVLWLYH�
7UHQGHOHQEXUJ¶V�JDLW�RQ� WKH�VLGH�RI� WKH�NQHH�SDLQ��DQG�GHFUHDVHG�URWDWLRQ�RI� WKH� WUXQN��5DWKHU� WKDQ�
KDYLQJ�WKLV�FOLHQW�WU\�WR�IRFXV�RQ�DOO�WKRVH�GLIIHUHQW�FRPSRQHQWV��WKH�WUDLQHU�RU�WKHUDSLVW�PD\�FKXQN�XS�
WKH�UXQQLQJ�SDWWHUQ�LQWR�WKH�IROORZLQJ�SLHFHV�

�� 7KH�FOLHQW�ZRUNV�LQ�WKH�VXSLQH�SRVLWLRQ�RQ�EUHDWKLQJ�DQG�FRUH�DFWLYDWLRQ�WR�KHOS�LPSURYH�WKH�SRVLWLRQ�
DQG�VWDELOL]DWLRQ�RI�WKHLU�WKRUD[��

�� 7KH\�WKHQ�ZRUN�RQ�VHDWHG�WUXQN�URWDWLRQV��PDLQWDLQLQJ�DOLJQPHQW�RI�WKHLU�WUXQN�

�� 7KH\�SURJUHVV�WR�WUDQVLWLRQLQJ�EHWZHHQ�D�VSOLW�VWDQFH�VTXDW�SRVLWLRQ�WR�D�VLQJOH�OHJ�VWDQFH�WR�KHOS�
WKHP�GHYHORS�WKH�QHXURPRWRU�FRQWURO�RI�VLQJOH�OHJ�VWDQFH�WKDW�LV�UHTXLUHG�IRU�UXQQLQJ��

�� )LQDOO\��WKH\�ZRUN�RQ�LQWHJUDWLQJ�WKHVH�FRPSRQHQW�SLHFHV�LQWR�WKHLU�UXQQLQJ�PHFKDQLFV��

46%'8-')
$�¿QDO�FRPSRQHQW�RI�OHDUQLQJ�WKDW�ZLOO�EH�XWLOL]HG�LQ�WKH�FRUUHFWLYH�H[HUFLVH�VWUDWHJ\�LV�SUDFWLFH��%ORFNHG�
SUDFWLFH��RU�SUDFWLFH�ZKHUH�WKH�FOLHQW�ZRUNV�RQ�WKH�VDPH�VNLOO�UHSHDWHGO\��SURGXFHV�LPPHGLDWH�EHQH¿WV�
LQ�SHUIRUPDQFH��)RU�H[DPSOH��D�FOLHQW�SHUIRUPV�VHYHUDO�VHWV�RI�VTXDWV�LQ�D�URZ�DQG�JHWV�PDUNHGO\�EHWWHU�
ZLWK�HDFK�VHW��+RZHYHU��UDQGRP�SUDFWLFH��ZKHUH�GLIIHUHQW�VHWV�RI�VNLOOV�DUH�SUDFWLFHG�LQ�D�UDQGRPL]HG�
IDVKLRQ�DUH�SHUIRUPHG��KDV�EHHQ�VKRZQ�WR�SURGXFH�VXSHULRU�OHDUQLQJ��6FKPLGW�DQG�:ULVEHUJ��������,Q�
WKLV�H[DPSOH��WKH�FOLHQW�PD\�ZRUN�RQ�D�VHW�RI�EUHDWKLQJ�DQG�DFWLYDWLRQ��IROORZHG�E\�D�VHW�RI�EULGJHV��
DQG�¿QDOO\�GR�D�VHW�RI�VTXDWV��IRFXVLQJ�RQ�WKHLU�VWDELOL]DWLRQ�SULRU�WR�PRYLQJ�EDFN�WR�D�VHW�RI�EUHDWKLQJ�
DQG�DFWLYDWLRQ��7KH�FOLHQW�LV�SHUIRUPLQJ�VLPLODU�SDWWHUQV�RI�VWDELOL]DWLRQ�EXW�WKHUH�DUH�VHYHUDO�GLIIHUHQW�
YDULDEOHV�WKDW�WKH\�KDYH�WR�GHDO�ZLWK�LQ�HDFK�SDWWHUQ��7KLV�ZLOO�EH�WKH�PHWKRG�E\�ZKLFK�PDQ\�RI�WKH�
SDWWHUQV�DUH�SHUIRUPHG�LQ�WKH�FRUUHFWLYH�H[HUFLVH�VWUDWHJ\��5HJDUGOHVV�RI� WKH�W\SH�RI�SUDFWLFH�WKDW� LV�
XWLOL]HG��VXSHULRU�OHDUQLQJ�DQG�LPSURYHPHQWV�LQ�WDOHQW�KDYH�EHHQ�GHPRQVWUDWHG�ZLWK�GHHS�SUDFWLFH�RU�
ZKHUH�WKHUH�LV�IRFXVHG�H[HUFLVH��&R\OH���7KH�WKUHH�UXOHV�RI�GHHS�SUDFWLFH�DV�GH¿QHG�E\�&R\OH�DUH�WR�
EUHDN�WKH�PRYHPHQW�RU�H[HUFLVH�LQWR�FKXQNV��UHSHDW�LW�IUHTXHQWO\��DQG�OHDUQ�WR�IHHO�LW�RU�H[SHULHQFH�LW�DW�
D�GHHS�RU�YLVFHUDO�OHYHO��7KHVH�VWHSV�DUH�UHSHDWHG�XQWLO�WKH�FOLHQW�OHDUQV�WKH�WDVN��

:KLOH�WKH�JRDO�IRU�PRVW�FOLHQWV�LV�QRW�WR�ZLQ�D�JROG�PHGDO�LQ�WKH�SHUIRUPDQFH�RI�IXQGDPHQWDO�PRYHPHQW�
SDWWHUQV��RU�HYHQ�WR�FRPSHWH�DW�D�SURIHVVLRQDO�VSRUWLQJ�HYHQW��WKH\�GR�ZDQW�WR�OLYH�OLIH�DQG�SDUWLFLSDWH�
LQ�WKHLU�UHFUHDWLRQDO�DFWLYLWLHV�DW�D�KLJK�OHYHO�RI�IXQFWLRQ�DQG�QRW�EH�OLPLWHG�E\�SDLQ��8QGHUVWDQGLQJ�DQG�
DSSO\LQJ�WKH�SULQFLSOHV�RI�OHDUQLQJ�FDQ�KHOS�WKHVH�FOLHQWV�EX\�LQWR�WKH�FRUUHFWLYH�H[HUFLVH�SDUDGLJP�DQG�
UHDOL]H�WKH�DPRXQW�RI�ZRUN�DQG�FRQFHQWUDWLRQ�LW�WDNHV�WR�GHYHORS�LPSURYHG�OHYHOV�RI�VNLOO��,W�DOVR�KHOSV�
WR�HGXFDWH�WKH�FOLHQW�WR�WKH�IDFW�WKDW�LW�LV�UHTXLUHG�WKDW�WKH\�SHUIRUP�VRPH�KRPHZRUN�WR�KHOS�UHLQIRUFH�
DQG�µJURRYH¶�WKH�FRUUHFWLRQV�WKDW�WKH\�OHDUQHG�GXULQJ�WKH�UHKDELOLWDWLRQ�RU�FRUUHFWLYH�H[HUFLVH�VHVVLRQ�����



��� _��&255(&7,9(�(;(5&,6(�62/87,216�72�&20021�+,3�$1'�6+28/'(5�'<6)81&7,21

197'0)�%'8-:%8-32�786%8)+-)7
,PSURYLQJ�PRYHPHQW�SDWWHUQV�UHTXLUHV�D�SURSHUO\�IXQFWLRQLQJ�DQG�LQWHJUDWHG�V\VWHP��2QH�RI�WKH�ELJJHVW�
FDXVHV�RI�G\VIXQFWLRQDO�PRYHPHQW��DQG�D�FKDOOHQJH�GXULQJ�FRUUHFWLYH�H[HUFLVH��LV�PXVFOH�LQKLELWLRQ��
,Q�WKH�SUHVHQFH�RI�PXVFOH�LQKLELWLRQ��WKH�ERG\�ZLOO�VXEVWLWXWH�E\�RYHUDFWLYDWLQJ�PXVFOH�V\QHUJLVWV�IRU�D�
SDUWLFXODU�G\VIXQFWLRQDO�PXVFOH��)RU�H[DPSOH��WKH�ODWLVVLPXV�GRUVL�FDQ�VXEVWLWXWH�IRU�LQKLELWLRQ�RI�WKH�
ORZHU�WUDSH]LXV�LQ�WKH�DFWLRQ�RI�VFDSXODU�GHSUHVVLRQ��:KLOH�WKH�ODWLVVLPXV�GRUVL�FDQ�SHUIRUP�WKLV�DFWLRQ��
LW�DOVR�WHQGV�WR�SXOO�WKH�VFDSXOD�LQWR�GRZQZDUG�URWDWLRQ�DQG�VOLJKW�SURWUDFWLRQ�LQ�GLUHFW�RSSRVLWLRQ�WR�WKH�
XSZDUG�URWDWLRQ�DQG�SRVWHULRU�WLOWLQJ�IXQFWLRQ�RI�WKH�ORZHU�WUDSH]LXV��7KLV�FKDQJH�LQ�PXVFOH�V\QHUJLHV�
ZLOO� DIIHFW� WKH� FOLHQW¶V� DELOLW\� WR� IXQFWLRQDOO\� VWDELOL]H� WKHLU� VFDSXORWKRUDFLF� MRLQW� GXULQJ� IXQFWLRQDO�
PRYHPHQW�SDWWHUQV�

$QRWKHU�FRPPRQ�H[DPSOH�WKDW�ZDV�DGGUHVVHG�LQ�DQ�HDUOLHU�VHFWLRQ�LV�LQKLELWLRQ�RI�WKH�JOXWHXV�PD[LPXV��
ZKLFK�WHQGV�WR�OHDG�WR�RYHUDFWLYDWLRQ�RI�WKH�V\QHUJLVWLF�KLS�H[WHQVRUV��SULPDULO\�WKH�KDPVWULQJ�FRPSOH[��
:KLOH�IXQFWLRQDOO\�WKLV�ZLOO�HQDEOH�WKH�FOLHQW�WR�DFFRPSOLVK�WKHLU�VKRUW�WHUP�WDVN�RI�FOLPELQJ�WKH�VWDLUV�
RU�SHUIRUPLQJ�VTXDWV�LQ�WKHLU�H[HUFLVH�FODVV��WKH�ORQJ�WHUP�HIIHFWV�RI�WKLV�VXEVWLWXWLRQ�SDWWHUQ�DUH�ZKDW�
ZLOO�FRQWULEXWH�WR�WKLV�FOLHQW¶V�MRLQW�G\VIXQFWLRQ��7KH�LQVHUWLRQ�RI�WKH�JOXWHXV�PD[LPXV�LV�ORFDWHG�FORVHU�
WR�WKH�D[LV�RI�URWDWLRQ�DQG�WKHUHIRUH�LV�PRUH�HIIHFWLYH�DW�PDLQWDLQLQJ�DQ�LGHDO�D[LV�RI�URWDWLRQ�RI�WKH�
IHPRURDFHWDEXODU�MRLQW��%HFDXVH�LWV�D[LV�LV�QRW�QHDU�WKH�D[LV�RI�URWDWLRQ��DFWLYDWLRQ�RI�WKH�KDPVWULQJV�
ZLOO�GULYH�WKH�IHPRUDO�KHDG�IRUZDUG�DV�LW�H[WHQGV�WKH�KLS��3HUIRUPLQJ�FRUUHFWLYH�H[HUFLVHV�WKDW�GRQ¶W�
LPSURYH�WKH�LQKLELWHG�ORFDO�VWDELOL]HUV�ZLOO�SHUSHWXDWH�UDWKHU�WKDQ�LPSURYH�WKHVH�SDWWHUQV��/LNHZLVH��DQ\�
LQKLELWHG�PXVFOH�LV�QRW�OLNHO\�WR�UHVSRQG�IDYRUDEO\�WR�FRUUHFWLYH�H[HUFLVH�ZLWKRXW�EHLQJ�DFWLYDWHG�SULRU�
WR�LWV�LQFOXVLRQ�LQWR�IXQFWLRQDO�PRYHPHQW�SDWWHUQV��,QFOXVLRQ�RI�DQ�LQKLELWHG�PXVFOH�ZLOO�RQO\�VWUHQJWKHQ�
WKH�VWURQJ�V\QHUJLVWV�DQG�WKXV�SHUSHWXDWH�WKH�PRYHPHQW�G\VIXQFWLRQ��7KLV�LV�WKH�UHDVRQ�IRU�SHUIRUPLQJ�
D�WKRURXJK�DVVHVVPHQW�LQFOXGLQJ�IXQFWLRQDO�PXVFOH�WHVWLQJ�DQG�KDYLQJ�D�VWUDWHJ\�IRU�LPSURYLQJ�PXVFOH�

/I]�8S�7YGGIWW
(IZIPSTMRK�7OMPP�¯�
(SIW�4VEGXMGI�6IEPP]�1EOI�4IVJIGX#

*VSQ� IEVP]� GLMPHLSSH� TEVIRXW�� XIEGLIVW�� ERH� GSEGLIW� LEZI� IWTSYWIH� XLI� MHIE� XLEX� TVEGXMGI�QEOIW�
TIVJIGX��&YX�HSIW�XLMW�MHIE�VIEPP]�LIPT�MQTVSZI�WOMPP#�8LMW�MHIE�LEW�FIIR�GLEPPIRKIH�F]�GYVVIRX�VIWIEVGL�
MR�XLI�EVIE�SJ�Q]IPMR��XLI�TVSXIGXMZI�GSEXMRK�XLEX�WYVVSYRHW�RIVZIW�ERH�MRGVIEWIW�GSRHYGXMSR�ZIPSGMX]�

±7OMPP� MW�Q]IPMR� MRWYPEXMSR�XLEX�[VETW�RIYVEP�GMVGYMXW�ERH�XLEX�KVS[W�EGGSVHMRK�XS�GIVXEMR�WMKREPW�²�%RH�
XLI�QSVI�SRI�WXVYKKPIW��XLI�KVIEXIV�XLIMV�EFMPMX]�XS�HIZIPST�XLIWI�RIYVEP�GSRRIGXMSRW��±©�MR�SVHIV�XS�
KIX�]SYV�WOMPP�GMVGYMX�XS�½VI�STXMQEPP]��]SY�QYWX�F]�HI½RMXMSR�½VI�XLI�GMVGYMX�WYFSTXMQEPP]��]SY�QYWX�QEOI�
QMWXEOIW�ERH�TE]�EXXIRXMSR�XS�XLSWI�QMWXEOIW��]SY�QYWX�WPS[P]�XIEGL�]SYV�GMVGYMX�²�±8LI�XVYXL�MW��TVEGXMGI�
QEOIW�Q]IPMR��ERH�Q]IPMR�QEOIW�TIVJIGX�²��'S]PI�����


/)=��8LIVI�EVI�XLVII�OI]�GSRGITXW�XLEX�GSQI�SYX�SJ�'S]PI´W�FSSO�XLEX�[MPP�FI� MRWXMXYXIH�MRXS�XLI�
GSVVIGXMZI�I\IVGMWI�TEVEHMKQ�XS�MQTVSZI�QSZIQIRX�TEXXIVRW���
�XLI�GPMIRX�WLSYPH�FI�EPPS[IH�XS�QEOI�
QMWXEOIW���
�XLI�GPMIRX�QYWX�FI�QEHI�E[EVI�SJ�XLIMV�QSZIQIRX�TEXXIVRW�ERH�FI�KMZIR�E�WXVEXIK]�WS�
XLI]�GER�MHIRXMJ]�ERH�GSVVIGX�XLIQ��ERH��
�XLI�XVEMRMRK�WLSYPH�FI�JSGYWIH�ERH�GSRGIRXVEXIH�MR�SVHIV�XS�
STXMQEPP]�HIZIPST�XLIWI�Q]IPMR�GSRRIGXMSRW������
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DFWLYDWLRQ�RI�DQ\�LQKLELWHG�PXVFOHV�WKDW�DUH�GLVFRYHUHG��,W�LV�DOVR�WKH�UHDVRQ�WKDW�LVRODWLRQ�PRYHPHQWV�
DUH�RIWHQ�XVHG�SULRU�WR�LQWHJUDWLQJ�DQ�LQKLELWHG�PXVFOH�EDFN�LQWR�D�IXQFWLRQDO�PRYHPHQW�SDWWHUQ��

:KLOH�WKHUH�DUH�PDQ\�JHQHUDO�VWUDWHJLHV�IRU�UHVWRULQJ�EDODQFH�EHWZHHQ�PXVFOH�V\QHUJLVWV��IRXU�VSHFL¿F�
VWUDWHJLHV�ZLOO�EH�XWLOL]HG� WKURXJKRXW� WKLV�ERRN� WR� IDFLOLWDWH�RU�DFWLYDWH� LQKLELWHG�PXVFOHV��7KH\�DUH�
YLVXDOL]DWLRQ��LVRPHWULF�FRQWUDFWLRQV��SDOSDWLRQV��DQG�EUHDWKLQJ��ZKLFK�DUH�GHVLJQDWHG�E\�WKH�DFURQ\P�
9,3�%���WKHVH�VWUDWHJLHV�ZLOO�EH�GLVFXVVHG�EHORZ�

:-79%0->%8-32�
³7KH� XVH� RI� PHQWDO� LPDJHU\� LV� XVHIXO� IRU� ERWK� VSLQH� SRVLWLRQ� DQG� PXVFOH� DFWLYDWLRQ� DZDUHQHVV�´�
�6WXDUW�0F*LOO��8OWLPDWH�%DFN�)LWQHVV�DQG�3HUIRUPDQFH������

:KLOH� WKH�XVH�RI�YLVXDOL]DWLRQ� LV�ZLGHVSUHDG� LQ� WKH�SUDFWLFH�RI�PHGLWDWLRQ��\RJD��DQG�PDVVDJH�� WKH�
DSSOLFDWLRQ� RI� YLVXDOL]DWLRQ� WHFKQLTXHV�� RWKHUZLVH� NQRZQ� DV� JXLGHG� RU�PHQWDO� LPDJHU\�� LV� JDLQLQJ�
SRSXODULW\�RXWVLGH� WKHVH�DUHQDV�IRU� LPSURYLQJ�PXVFOH�DFWLYDWLRQ�� ,Q�IDFW�� WKH�XVH�RI�YLVXDOL]DWLRQ� LV�
SUHVHQW�LQ�PDQ\�PRYHPHQW�¿HOGV�±�LQFOXGLQJ�GDQFH��)HOGHQNUDLV��$OH[DQGHU�WHFKQLTXH��3LODWHV��DQG�
*\URWRQLFV��MXVW�WR�QDPH�D�IHZ�±�LQ�HQDEOLQJ�LWV�SUDFWLWLRQHUV�WR�PRUH�IXOO\�H[SUHVV�PRYHPHQWV�ZLWKLQ�
WKHLU�ERG\��)RFXVHG�YLVXDOL]DWLRQ�VWUDWHJLHV�DUH�FRPPRQ�DPRQJ�DWKOHWHV�EHIRUH�D�SHUIRUPDQFH�DQG�LQ�
EHWZHHQ�SUDFWLFHV�WR�QRW�RQO\�PDLQWDLQ�EXW�DGGLWLRQDOO\�KRQH�WKHLU�VNLOOV��0DEHO�7RGG��GHYHORSHU�RI�WKH�
DSSURDFK�WKDW�ZRXOG�EHFRPH�NQRZQ�DV�µLGHRNLQHVLV¶��XVHG�LPDJHU\�DQG�FRQVFLRXV�WKRXJKW�SDWWHUQV�DV�
ZD\V�WR�LPSURYH�SRVWXUH�DQG�KDELWXDO�PRYHPHQW�SDWWHUQV�GDWLQJ�EDFN�WR�WKH�HDUO\�����V��

$GYDQFHV� LQ� WHFKQRORJ\�KDYH�EHHQ� DEOH� WR�GHPRQVWUDWH� LQFUHDVHG�EUDLQ� DFWLYLW\�RQ�05,V� WDNHQ�RI�
FOLHQWV�SHUIRUPLQJ�YLVXDOL]DWLRQ�WHFKQLTXHV��)RU�H[DPSOH��VLPSO\�WKLQNLQJ�DERXW�D�ERG\�SDUW�KDV�EHHQ�
VKRZQ� WR�DFWLYDWH� WKH� VRPDWRVHQVRU\�SRUWLRQ�RI� WKH�FRUWH[��ZKLOH�YLVXDOL]LQJ� WKH�SHUIRUPDQFH�RI�D�
VSHFL¿F�DFWLYLW\�ZLOO�DFWLYDWH�WKH�PRWRU�FRUWH[�RI�WKH�EUDLQ��8PSKUHG��������7KHVH�WHFKQLTXHV�KDYH�
VKRZQ�DQHFGRWDO�FOLQLFDO�DSSOLFDWLRQV�RI�EHLQJ�DEOH�WR�DFWLYDWH�RU�DZDNHQ�GRUPDQW�PRYHPHQW�SDWWHUQV�
WKDW�KDYH�EHHQ�LQKLELWHG�E\�KDELWXDWLRQ�DQG�LQ�QHZ�VNLOO�DFTXLVLWLRQ��9LVXDOL]DWLRQ�FDQ�EH�D�SDUW�RI�WKLV�
SURFHVV�E\�HQFRXUDJLQJ�WKH�FOLHQW�WR�YLVXDOL]H�DQ�LPDJH�RI�ZKDW�WKH�LGHDO�PRYHPHQW�SDWWHUQ�ORRNV�DQG�
IHHOV�OLNH�DQG�WKHQ�DWWHPSWLQJ�WR�UHSOLFDWH�WKDW�LPDJH�DQG�IHHOLQJ��

6SHFL¿F� YLVXDOL]DWLRQ� DQG� LPDJHU\� WHFKQLTXHV� DUH� D� QHFHVVDU\� SDUW� RI� GHYHORSLQJ� WKH� NLQHVWKHWLF�
DZDUHQHVV�DQG�µIHHOLQJ¶�DVVRFLDWHG�ZLWK�D�SDUWLFXODU�PRYHPHQW�SDWWHUQ��)RU�H[DPSOH��D�FOLHQW�SUHVHQWV�
ZLWK�D�EXWW�JULSSLQJ�VWUDWHJ\�DQG�SRRU�DELOLW\�WR�GLVVRFLDWH�WKHLU�SHOYLV�IURP�WKHLU�KLSV�GXULQJ�D�VTXDW�
SDWWHUQ��HYHQ�WKRXJK�WKH\�KDYH�DGHTXDWH�KLS�ÀH[LRQ�UDQJH�RI�PRWLRQ��7R�JHW�D�FOLHQW�WR�GHFUHDVH�WKHLU�
OHDUQHG�JULSSLQJ�VWUDWHJ\��WKH\�FDQ�EH�DVNHG�WR�UHOD[�WKHLU�SRVWHULRU�KLSV�DQG�YLVXDOL]H�WKH�KLS�DV�D�EDOO�
VLQNLQJ�EDFN�LQ�WKH�VRFNHW�DV�WKH\�UHOD[�DQG�VSUHDG�WKHLU�LVFKLDO�WXEHURVLWLHV��

9LVXDOL]DWLRQ� DV� D� PHDQV� RI� LPSURYLQJ� DFWLYDWLRQ� VWUDWHJLHV� FDQ� EH� HQKDQFHG� WKURXJK� WKH� XVH� RI�
GLIIHUHQW�W\SHV�RI�YHUEDO�FXLQJ�WR�DFKLHYH�D�GHVLUHG�UHVSRQVH��/LQGD�-R\�/HH�LV�D�ELJ�SURSRQHQW�RI�XVLQJ�
FXLQJ�SKUDVHV�VXFK�DV�µLPDJLQH�¶�µFRQQHFW�¶�µDFWLYDWH�¶�RU�µOHQJWKHQ�¶�ZKLFK�WHQG�WR�IDFLOLWDWH�XVH�RI�WKH�
GHHS�VWDELOL]DWLRQ�V\VWHP��DQG�VXJJHVWV�WKDW�WHUPV�VXFK�DV�µGR�LW�¶�µVTXHH]H�¶�DQG�µVWDQG�XS�WDOO¶�FRUUHODWH�
WR� LQFUHDVLQJ�JOREDO�PXVFOH� DFWLYLW\��8VLQJ� FXHV� WR� DFWLYDWH� WKH� GHHS� VWDELOL]HUV� LV� D� SRZHUIXO�ZD\��
WR� LPSURYH� WKHLU� IXQFWLRQ� GXULQJ� FRUUHFWLYH� H[HUFLVH� DQG� WKHLU� LQWHJUDWLRQ� LQWR� IXQGDPHQWDO��
PRYHPHQW�SDWWHUQV�
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-731)86-'�437-8-327�
,VRPHWULF�FRQWUDFWLRQV�¿UVW�JDLQHG�SRSXODULW\�IURP�WKH�HDUO\�PXVFOH�EXLOGLQJ�SLRQHHU�&KDUOHV�$WODV��
ZKR�SURPLVHG�OHJLRQV�RI�XQGHUZHLJKW�PHQ�WKDW�LI�WKH\�SHUIRUPHG�LVRPHWULF�FRQWUDFWLRQV��WKH\�ZRXOG�
VRRQ�GHYHORS�WKH�PXVFOH�PDVV�QHFHVVDU\�WR�WKZDUW�WKHLU�DGYHUVDULDO�EXOOLHV��,VRPHWULF�FRQWUDFWLRQV�KDYH�
KLVWRULFDOO\�EHHQ�XVHG�LQ�HDUO\�UHKDELOLWDWLRQ�SURJUDPV�ZKHUH�SDLQ��LQÀDPPDWLRQ��MRLQW�LQVWDELOLW\��DQG�
RU�SRRU�SURSULRFHSWLRQ�OLPLW�WKH�HIIHFWLYHQHVV�RI�LVRWRQLF�W\SHV�RI�H[HUFLVH��6XEPD[LPDO�FRQWUDFWLRQ�
FDQ�EH�XWLOL]HG�GXULQJ�D�UHKDELOLWDWLYH�RU�FRUUHFWLYH�H[HUFLVH�VWUDWHJ\��HYHQ�EH\RQG�WKH�LQLWLDO�VWDJHV�
RI� WKH� SURJUDP�� WR� LPSURYH� ERWK� VWUHQJWK� DQG� MRLQW� VWDELOLW\� �%DQG\� DQG� 6DQGHUV� �������$QRWKHU�
EHQH¿W�RI� LVRPHWULF�FRQWUDFWLRQV� LV� WKH�FDUU\�RYHU�HIIHFW��$Q� LQFUHDVH� LQ�VWUHQJWK�DFURVV����GHJUHHV�
KDV�EHHQ�GHPRQVWUDWHG�IURP�WKH�SRVLWLRQ�LQ�ZKLFK�WKH�LVRPHWULF�FRQWUDFWLRQ�LV�SHUIRUPHG��VXJJHVWLQJ�
WKDW� LVRPHWULFV� FDQ� EH� XVHIXO� LQ� LPSURYLQJ� VWUHQJWK� DQG� VWDELOLW\� WKURXJK� D� UDQJH� RI�PRWLRQ�� HYHQ�
ZKHQ�SDLQ�RU�MRLQW�OLPLWDWLRQ�SURKLELWV�IXOO�UDQJH�RI�PRWLRQ��%DQG\�DQG�6DQGHUV��������$GGLWLRQDOO\��
LVRPHWULF�FRQWUDFWLRQV�WHQG�WR�KDYH�D�JUHDWHU�UHVSRQVH�WR�LQFUHDVLQJ�UHVLVWDQFH�WKDQ�LVRWRQLF�FRQWUDFWLRQV�
�8PSKUHG��������

$QHFGRWDOO\�� VXEPD[LPDO� LVRPHWULF� FRQWUDFWLRQV� DUH� XVHG� WR� LPSURYH� PXVFOH� LQKLELWLRQ� DQG� MRLQW�
FHQWUDWLRQ�E\�SODFLQJ�WKH�FOLHQW�LQ�D�SRVLWLRQ�WKDW�ERWK�RSWLPDOO\�FHQWUDWHV�WKH�MRLQW�DQG�DSSUR[LPDWHV�
WKH�RULJLQ�DQG�LQVHUWLRQ�RI�D�VSHFL¿F�LQKLELWHG�PXVFOH�RU�FKDLQ�RI�PXVFOHV��7KH�FOLHQW�LV�WKHQ�DVNHG�WR�
SHUIRUP�D�VXEPD[LPDO�FRQWUDFWLRQ��DSSUR[LPDWHO\����±����RI�WKHLU�PD[LPXP�FRQWUDFWLRQ��IRU��±���
VHFRQGV�DV�WKH�WUDLQHU�RU�WKHUDSLVW�UHVLVWV�WKH�FOLHQW¶V�IRUFH��7KH\�KROG�WKLV�LVRPHWULF�SRVLWLRQ�IRU��±��
UHSHWLWLRQV��7KH\�FDQ�JUDGXDOO\�LQFUHDVH�WKH�UHVLVWDQFH�ZLWKLQ�WKHLU�WROHUDQFH�DQG�DELOLW\�WR�PDLQWDLQ�
D�FHQWUDWHG�MRLQW�SRVLWLRQ�XS�WR�DERXW�����RI�WKHLU�PD[LPXP�UHVLVWDQFH��0DLQWDLQLQJ�D�UHODWLYHO\�ORZ�
LQWHQVLW\��EHWZHHQ�����DQG�����RI�WKH�FOLHQW¶V�PD[LPXP�FRQWUDFWLRQ��VHHPV�WR�FOLQLFDOO\�SURPRWH�

/I]�8S�7YGGIWW
:MWYEPM^EXMSR�ERH�:IVFEP�'YMRK�

:MWYEPM^EXMSR�ERH�ZIVFEP�GYMRK�ZMVXYEPP]�KS�LERH� MR�LERH�ERH�GER�FI�YWIH�XS�IPMGMX�WTIGM½G�VIWTSRWIW�
[MXLMR�XLI�FSH]��*SV�I\EQTPI��MJ�ER�MRHMZMHYEP�[EW�P]MRK�VIPE\IH�ERH�FVIEXLMRK�HIITP]��ERH�FIMRK�[EPOIH�
XLVSYKL�E�VIPE\EXMSR�I\IVGMWI�[LIVI�XLI]�[IVI�XLMROMRK�EFSYX�P]MRK�SR�E�FIEGL�� PMWXIRMRK�XS�GVEWLMRK�
[EZIW��ERH�FEWOMRK�MR�XLI�WYR��XLI]�[SYPH�PMOIP]�½RH�XLEX�XLIMV�VIWTMVEXSV]�VEXI�HIGVIEWIW�ERH�WIRWI�ER�
SZIVEPP�HVST�SJ�XIRWMSR�MR�XLIMV�FSH]��2S[�MQEKMRI�XLEX�SRGI�XLMW�MRHMZMHYEP�[EW�VIPE\IH��WSQISRI�FYVWX�
MR�ERH�WXEVXIH�WLSYXMRK��³GSQI�SR´��³KIX�YT´��SV�³PIX´W�HS�XLMW´��XLIMV�VIWTMVEXSV]�VEXI�[SYPH�MRWXERXP]�MRGVIEWI�
ERH�XLIMV�SZIVEPP�WXEXI�[SYPH�QSZI�JVSQ�VIPE\IH�XS�XIRWIH��8LMW�WEQI�GSRGITX�GER�FI�YWIH�XS�EGXMZEXI�
HMJJIVIRX�QYWGPI�W]WXIQW�[MXLMR�XLI�FSH]��HITIRHMRK�SR�XLI�GPMIRX´W�RIIHW�ERH�PIEVRMRK�WX]PI��ERH�XLI�
VIWTSRWI�XLI�XLIVETMWX�SV�XVEMRIV�MW�XV]MRK�XS�IPMGMX���

/)=��8S�TVIJIVIRXMEPP]� EGXMZEXI� XLI�HIIT� WXEFMPM^EXMSR� W]WXIQ��YWI�ZIVFEP� GYIW� WYGL�EW�³XLMRO�EFSYX´��
³GSRRIGX´�� ³PIRKXLIR´�� ³JIIP´�� ERH� ³MQEKMRI� XLEX �́ ERH� GSQFMRI� XLIQ� [MXL� ER� ETTVSTVMEXI� QSZIQIRX�
ZMWYEPM^EXMSR��8S� FMEW� XLI� KPSFEP�QSZIQIRX� W]WXIQ�� YXMPM^I�³HSMRK �́ GSQQERHW� WYGL� EW�³WUYII^I´��³TEGO´��
³LEVHIV´��ERH�³QSVI´��XS�EXXEMR�ER�SZIVEPP�KPSFEP�WXEFMPM^EXMSR�SV�QSZIQIRX�VIWTSRWI�
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EHWWHU�DFWLYDWLRQ�RI�WKH�ORFDO�MRLQW�VWDELOL]HUV�WKDQ�ZKHQ�XVLQJ�LQWHQVLWLHV�WKDW�PRUH�FORVHO\�DSSUR[LPDWH�
WKH�FOLHQW¶V�PD[LPXP�FRQWUDFWLRQ��2QFH�WKH\�FDQ�PDLQWDLQ�WKH�FHQWUDWHG�MRLQW�SRVLWLRQ�ZLWK�����RI�
WKHLU�PD[LPXP� FRQWUDFWLRQ�� WKH\� FDQ� EH� SURJUHVVHG� WR� IXQFWLRQDO� LQWHJUDWLRQ� RI� WKHVH� UHJLRQV� LQWR�
IXQGDPHQWDO�PRYHPHQW�SDWWHUQV��

,VRPHWULF�FRQWUDFWLRQV�FDQ�VHUYH�DV�HIIHFWLYH�WDNH�KRPH�H[HUFLVHV�IRU�WKH�FOLHQW�LQ�EHWZHHQ�VHVVLRQV�
DQG�RU�DV�D�PXVFOH�DFWLYDWLRQ�VWUDWHJ\�SULRU�WR�FRUUHFWLYH�RU�KLJKHU�OHYHO�H[HUFLVH��([DPSOHV�RI�VSHFL¿F�
SRVLWLRQV�WR�DFWLYDWH�WKH�GHHS�VWDELOL]DWLRQ�V\VWHP�DQG�LQWHJUDWHG�JOREDO�PRYHPHQW�V\VWHP�DUH�LQFOXGHG�
LQ�WKH�FRUUHFWLYH�H[HUFLVH�VWUDWHJ\�VHFWLRQ�RI�WKLV�ERRN��

4%04%8-32
³7KH�GLVFRYHU\�RI�WKH�SK\VLRORJLFDO�EDVLV�RI�FRQQHFWLYH�WLVVXH�WKHUDS\�VWHPV�IURP�WKH�GLVFRYHU\�RI�
WKH�SUHVHQFH�RI�PHFKDQRUHFHSWRUV��LQWUDIDVFLDO�VPRRWK�PXVFOH�FHOOV��DQG�DXWRQRPLF�QHUYHV�GLVSHUVHG�
WKURXJKRXW�WKH�QHWZRUN�RI�IDVFLDO�WLVVXH�´��/LQGVD\������

7KH�UROH�RI�VRIW�WLVVXH�WKHUDS\�DV�D�YLDEOH�WUHDWPHQW�RI�PXVFOH�LQKLELWLRQ�LV�ZHOO�NQRZQ�DQG�GRFXPHQWHG��
$V�HDUO\�DV������*HRUJH�*RRGKHDUW��WKH�IRXQGHU�RI�$SSOLHG�.LQHVLRORJ\��GLVFRYHUHG�WKDW�VSHFL¿F��¿UP��
FURVV�IULFWLRQ�VWLPXODWLRQ�RYHU�WKH�RULJLQ�DQG�LQVHUWLRQ�RI�SUHYLRXVO\�ZHDN�PXVFOH�FDXVHG�LPPHGLDWH�
LQFUHDVHV� LQ� VWUHQJWK� RI� WKDW�PXVFOH� �:DOWKHU� ������ )URVW� �������7KLV� µRULJLQ�LQVHUWLRQ¶� WHFKQLTXH¶�
EHFDPH�RQH�RI�WKH�¿UVW�WHFKQLTXHV�XVHG�LQ�$SSOLHG�.LQHVLRORJ\��$GGLWLRQDO�RULJLQ�LQVHUWLRQ�WHFKQLTXHV�
XVHG� LQ�$SSOLHG�.LQHVLRORJ\� LQFOXGH� GLUHFW� VWLPXODWLRQ� RI� HLWKHU� WKH�PXVFOH� VSLQGOHV� RU� WKH�*ROJL�
WHQGRQ�RUJDQV��$SSO\LQJ� D� VWHDG\� SUHVVXUH� GLUHFWO\� WR� WKH�PXVFOH� VSLQGOH� FHOOV� �ORFDWHG�ZLWKLQ� WKH�
PXVFOH�EHOO\��DQG�SXOOLQJ�WKHP�WRZDUGV�WKH�PXVFOHV�DWWDFKPHQWV�ZLOO�VWUHQJWKHQ�D�PXVFOH��6LPLODUO\��
GLUHFW� SUHVVXUH� RYHU� WKH� *ROJL� WHQGRQ� RUJDQV� �ORFDWHG� ZLWKLQ� WKH� PXVFXORWHQGLQRXV� MXQFWLRQ�� DQG�
SXOOLQJ�WKHP�WRZDUGV�WKH�PXVFOH�EHOO\�ZLOO�DOVR�VWUHQJWKHQ�D�SUHYLRXVO\�ZHDN�PXVFOH��:DOWKHU�������
/HDI�������7KLH��������,W�LV�EH\RQG�WKH�VFRSH�RI�WKLV�ERRN�WR�GHPRQVWUDWH�WKHVH�VSHFL¿F�WHFKQLTXHV�DQG�
WKHUH�DUH�PDQ\�JUHDW�UHVRXUFHV�DYDLODEOH�WR�WKH�WUDLQHU�DQG�WKHUDSLVW�WKDW�DGHTXDWHO\�FRYHU�WKLV�WRSLF��

7KHUH�DUH�WKUHH�DGGLWLRQDO�SODXVLEOH�PHFKDQLVPV�DV�WR�ZK\�WKHVH�RULJLQ�LQVHUWLRQ�DQG�RWKHU�VRIW�WLVVXH�
VWLPXODWLRQ�WHFKQLTXHV�ZRUN�LQ�DFWLYDWLQJ�LQKLELWHG�PXVFOHV�

��� ,W�KDV�EHHQ�SURSRVHG�WKDW�WKH�YLEUDWRU\�VWLPXODWLRQ�RI�WKH�PHFKDQRUHFHSWRUV�IDFLOLWDWHV�WKH�DOSKD�
PRWRU�QHXURQV�WKDW�DUH�UHVSRQVLEOH�IRU�LQFUHDVLQJ�WRQH�ZLWKLQ�WKH�PXVFOH��)URVW�������

��� 2ULJLQ�LQVHUWLRQ�SDOSDWLRQ� OLNHO\�FDXVHV�VWLPXODWLRQ�RI� WKH�*ROJL� WHQGRQ�RUJDQV� WKDW�DUH� ORFDWHG�
ZLWKLQ� WKH� PXVFXORWHQGLQRXV� MXQFWLRQ�� WKHUHE\� GHFUHDVLQJ� WKHLU� LQKLELWRU\� WRQH� RQ� WKH� PXVFOH�
�)URVW�������5DWWUD\�DQG�/XGZLJ�������

��� *RRGKHDUW�QRWLFHG�VPDOO�QRGXOHV�ZLWKLQ�WKH�ZHDN�PXVFOH��ZKLFK�GLVDSSHDUHG�ZKHQ�UXEEHG�¿UPO\��
FDXVLQJ� WKH� IRUPHUO\�ZHDN�PXVFOH� WR� WHVW� VWURQJ��7KHVH�QRGXOHV�DUH� WKRXJKW� WR�EH� WKH� UHVXOW�RI�
WUDXPDV�WKDW�FUHDWH�PLFUR�DYXOVLRQV�RU�UHJLRQV�ZKHUH� WKH�PXVFOH�SXOOV�DZD\�IURP�LWV�SHULRVWHDO�
DWWDFKPHQW��)URVW��������6WLPXODWLRQ�RI�WKHVH�QRGXOHV�SRWHQWLDOO\�LPSURYHV�PLFURFLUFXODWLRQ�DQG�
SURPRWHV�WKH�KHDOLQJ�FDVFDGH�RI�WKH�PXVFOH��
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7ZR�DGGLWLRQDO�EHQH¿WV�RI�WKH�RULJLQ�LQVHUWLRQ�WHFKQLTXH�DUH�WKDW�VORZ��GHHS��ODWHUDO�VWLPXODWLRQ�RI�WKH�
IDVFLDO�LQWHUVWLWLDO�¿EHUV�KDV�EHHQ�VKRZQ�WR�VWLPXODWH�WKH�PHFKDQRUHFHSWRUV�ZLWKLQ�WKH�IDVFLDO�V\VWHP��
IXQFWLRQLQJ�WR�ERWK�UHVHW�WKH�PXVFOH�WRQH�DQG�LQFUHDVH�ORFDO�EORRG�ÀRZ��WKHUHE\�LPSURYLQJ�WKH�ÀXLGLW\�
DQG�ÀH[LELOLW\�RI�WKH�IDVFLD��/LQGVD\��������6RIW�WLVVXH�DQG�MRLQW�PDQLSXODWLRQ�WHFKQLTXHV��HVSHFLDOO\�
VORZHU��GHHSHU�PHWKRGV��DIIHFW� WKH�P\RIDVFLDO�FRPSRQHQW�DQG�FDQ�EH�HIIHFWLYH�DW�UHYHUVLQJ�FKURQLF�
VRIW�WLVVXH�FRQWUDFWLRQV��6FKOHLS�HW�DO��������7KLV�VWLPXODWLRQ�IXQFWLRQDOO\�HORQJDWHV�WKH�PXVFXORIDVFLDO�
¿EHUV�E\�UHVHWWLQJ�WKHP�WR�WKHLU�RULJLQDO�OHQJWK��SRWHQWLDOO\�UHVWRULQJ�WKH�FRQWUDFWLOH�VWUHQJWK�RI�WKDW�
SDUWLFXODU�PXVFOH��

2WKHU�SDOSDWRU\�WHFKQLTXHV�±�LQFOXGLQJ�UDSLG�WDSSLQJ��VFUDWFKLQJ��RU�EUXVKLQJ�PHWKRGV�±�FDQ�LQFUHDVH�
VWLPXODWLRQ� RI� WKH� PXVFOH� VSLQGOHV� DQG� SURPRWH� PXVFOH� IDFLOLWDWLRQ� �3DJH� HW� DO� ������� 0DVVDJH�
WHFKQLTXHV� VXFK� DV� KHDY\� WDSRWHPHQW� KDYH� DOVR� EHHQ� GHPRQVWUDWHG� WR� VWLPXODWH� WKH� VWUHWFK� UHÀH[�
DQG�LQFUHDVH�WKH�WRQH�RI�D�PXVFOH��5DWUD\�DQG�/XGZLJ��������7KHVH�SDOSDWRU\�NLQHVWKHWLF�FXHV�FDQ�
DOVR�VHUYH�DQ�LPSRUWDQW�UROH�LQ�GUDZLQJ�D�FOLHQW¶V�DWWHQWLRQ�WR�DQ�LQKLELWHG�PXVFOH�DQG�LPSURYH�WKHLU�
FRQVFLRXV�DZDUHQHVV�RI�DQ�DUHD�RI�WKH�ERG\�ZKHUH�WKHUH�LV�GLPLQLVKHG�SURSULRFHSWLRQ�

,QWHUHVWLQJO\��WKH�XVH�RI�LFH�ZDV�DEOH�WR�IDFLOLWDWH�DQ�LQKLELWHG�YDVWXV�PHGLDOLV�LQ�VXEMHFWV�ZLWK�DQ�HIIXVHG�
MRLQW��ZKHUHDV�WKH�XVH�RI�HOHFWULFDO�PXVFOH�VWLPXODWLRQ�GLG�QRW�HOLFLW�VLPLODU�FKDQJHV��+RSNLQV�HW�DO�������

&6)%8,-2+���
³,I�EUHDWKLQJ�LV�QRW�QRUPDOL]HG��QR�RWKHU�PRYHPHQW�SDWWHUQ�FDQ�EH�´��
�.DUO�/HZLW��DV�SULQWHG�LQ�/LHEHQVRQ������

%UHDWK� ZRUN�� PRUH� VSHFL¿FDOO\� WKH� FRRUGLQDWHG� DFWLYLW\� RI� GLDSKUDJPDWLF� EUHDWKLQJ� ZLWK� LQWULQVLF�
PXVFOH� DFWLYDWLRQ� RI� WKH� WUXQN� DQG� VSLQH�� KDV� VKRZQ� FRQVLVWHQW� DQHFGRWDO� HYLGHQFH� RI� LPSURYLQJ�
VKRXOGHU�DQG�KLS�UDQJH�RI�PRWLRQ�DV�ZHOO�DV�WUXQN��VKRXOGHU��DQG�KLS�VWUHQJWK��,W�LV�OLNHO\�WKDW�EHFDXVH�RI�
WKH�DFXWH�LPSURYHPHQWV�LQ�UDQJH�RI�PRWLRQ�DQG�VWUHQJWK��WKH�XVH�RI�WKH�GLDSKUDJP�KHOSV�WR�QRUPDOL]H�
UHVSLUDWRU\�DFWLYLW\��WKHUHE\�LPSURYLQJ�WKH�RYHUDOO�VWDELOL]DWLRQ�VWUHQJWK�RI�WKH�HQWLUH�V\VWHP��+RGJHV�
HW�DO��������$GGLWLRQDOO\��LW�OLNHO\�LPSURYHV�WKH�DOLJQPHQW�DQG�MRLQW�FHQWUDWLRQ�WR�DOORZ�EHWWHU�PXVFOH�
V\QHUJ\�DQG�DFWLYDWLRQ�SDWWHUQV��%HWWHU�R[\JHQDWLRQ��GRZQ�UHJXODWLRQ�RI�WKH�SDUDV\PSDWKHWLF�QHUYRXV�
V\VWHP��5DWWUD\�DQG�/XGZLJ�������8PSKUHG��������DQG�XS�UHJXODWLRQ�RI�WKH�SDUDV\PSDWKHWLF�QHUYRXV�
V\VWHP�ZLWK�UHVWRUDWLRQ�RI�GHHS�GLDSKUDJPDWLF�EUHDWKLQJ�OLNHO\�GHFUHDVHV�RYHUDFWLYLW\�RI�WKH�DFFHVVRU\�
PXVFOHV�RI�UHVSLUDWLRQ�ZKLOH�DOORZLQJ�WKH�LPSURYHG�V\QFKURQL]DWLRQ�EHWZHHQ�WKH�VWDELOL]HUV�DQG�WKH�
SULPH�PRYHUV�RI�WKH�HQWLUH�106�V\VWHP��

5HJDUGOHVV�RI�WKH�UHDVRQ�IRU�WKLV�LPSURYHPHQW�LW� LV�NH\�WR�HVWDEOLVK�LGHDO�UHVSLUDWRU\�SDWWHUQV�SULRU�WR�
LQVWLWXWLQJ�DQ\�RWKHU�FRUUHFWLYH�VWUDWHJ\��,Q�WKH�DEVHQFH�RI�LGHDO�UHVSLUDWRU\�SDWWHUQV��WKH�PRWRU�V\VWHP�
ZLOO�EH�IRUFHG�WR�FKRRVH�EHWZHHQ�UHVSLUDWLRQ�DQG�VWDELOL]DWLRQ��ZLWK�SUHIHUHQWLDO�VHOHFWLRQ�RI�WKH�IRUPHU�
�+RGJHV�HW�DO��������7KLV�GHFUHDVHV�WKH�VWDELOLW\�RI�WKH�V\VWHP��UHTXLULQJ�RYHUDFWLYDWLRQ�RI�WKH�JOREDO�
WUXQN�� VKRXOGHU� DQG�KLS�PXVFOHV� WR� LQFUHDVH� WKHLU� FRQWULEXWLRQ� WR� VWDELOL]DWLRQ��:KLOH� HIIHFWLYH� LQ� WKH�
VKRUW�WHUP��WKLV�VWUDWHJ\�LV�D�FRPPRQ�FDXVH�RI�JOREDO�ULJLGLW\�DQG�SHUSHWXDWLRQ�RI�IDXOW\�VWDELOL]DWLRQ�DQG�
PRYHPHQW�SDWWHUQV��7KH�VSHFL¿F�SDWWHUQV�IRU�LPSURYLQJ�UHVSLUDWLRQ�ZLOO�EH�GLVFXVVHG�LQ�WKH�FRUUHFWLYH�
H[HUFLVH�VHFWLRQ�
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786)8',-2+�
7KH�H[FOXVLRQ�RI�VSHFL¿F�VWUHWFKLQJ�WHFKQLTXHV�LQ�WKLV�ERRN�LV�QRW�LQWHQGHG�WR�LPSO\�WKDW�FOLHQWV�VKRXOG�
QRW� VWUHWFK� RU� WKDW� VWUHWFKLQJ� FDQQRW� EH� SHUIRUPHG� LQ� LVRODWHG� VLWXDWLRQV��7KH� SRLQW� RI� WKH� ERRN� LV�
WR� LGHQWLI\� WKH� FDXVHV� RI�PRYHPHQW� G\VIXQFWLRQ��ZKLFK� LQFOXGHV� KDELWXDWLRQ� MRLQW� OD[LW\�� LPSDLUHG�
SURSULRFHSWLRQ��DQG�DOWHUDWLRQV�LQ�PRWRU�FRQWURO��7LJKWQHVV�LV�PHUHO\�D�QHXURORJLFDO�UHVSRQVH�WR�WKHVH�
IDFWRUV�DQG�VWUHWFKLQJ�GRHV�OLWWOH�WR�FKDQJH�RU�LPSURYH�WKH�FDXVHV�RI�PRYHPHQW�G\VIXQFWLRQ��:HDNQHVV��
RU�PRUH� VSHFL¿FDOO\�PXVFOH� LQKLELWLRQ�� DQG� UHVXOWDQW� V\QHUJLVWLF� VXEVWLWXWLRQ� LV� DW� WKH� URRW� RI�PRVW�
PRYHPHQW�G\VIXQFWLRQ�DQG�ORVVHV�RI�UDQJH�RI�PRWLRQ�

³%HFDXVH�ZHDNQHVV� LV� WKH� XQGHUO\LQJ� FDXVH� RI� ORVV� RI� DOLJQPHQW� DQG� MRLQW� UDQJH�«� WHFKQLTXHV� RI�
OHQJWKHQLQJ�PXVFOH�DQG�WLVVXH�WLJKWQHVV�PXVW�EH�EDODQFHG�ZLWK�UH�HGXFDWLRQ��,VRODWHG�VWUHWFKLQJ�GRHV�
QRW�UHVXOW�LQ�D�ODVWLQJ�LPSURYHPHQW�LQ�UDQJH�DQG�PD\�GHFUHDVH�IXQFWLRQDO�DELOLW\�LI�QRW�FRPELQHG�ZLWK�
DFWLYLWLHV�GHVLJQHG�WR�LQFUHDVH�FRQWURO�´��8PSKUHG������

2QH�DGGLWLRQDO�UHDVRQ�ZK\�VWUHWFKLQJ�LV�QRW�LQFOXGHG�LV�WKDW�PRVW�FOLHQWV�GRQ¶W�GR�LW�SURSHUO\��UDWKHU�WKH\�
GRQ¶W�PDNH�LW�VSHFL¿F�HQRXJK�WR�EH�KHOSIXO�LQ�FKDQJLQJ�G\VIXQFWLRQDO�PRYHPHQW�SDWWHUQV��*HQHUDOO\��
WKH�PXVFOHV�WKDW�FOLHQWV�FRPSODLQ�DUH�µWLJKW¶�DUH�WKRVH�WKDW�DUH�XS�UHJXODWHG�LQ�UHVSRQVH�WR�LQVWDELOLW\�
DQG�DUH�WKHUHIRUH�OHVV�UHVLVWDQW�WR�VWUHWFKLQJ��

1RWLFH� LQ� WKH� LPDJHV� DERYH� KRZ� WKH� VWLIIHU� HODVWLF�
WXELQJ� LV� OHVV� UHVLVWDQW� WR� VWUHWFKLQJ� WKDQ� WKH� PRUH�
HODVWLF� WXELQJ��7KLV� LV� VLPLODU� WR�ZKDW�KDSSHQV� LQ� WKH�
FOLHQW� ZLWK� µWLJKW¶� KDPVWULQJV� ZKHQ� WKHVH� PXVFOHV�
DUH� VWUHWFKHG�� $V� WKH� FOLHQW� DWWHPSWV� WR� VWUHWFK� KHU�
KDPVWULQJV� �WKH� VWLIIHU� HODVWLF� EDQG��� WKH� ORZ� EDFN�
�WKH� OLJKWHU� EDQG�� ZLOO� VWUHWFK� ¿UVW� DQG� IXUWKHU� WKDQ�
WKH� KDPVWULQJV�� 7KLV� GHVWDELOL]HV� WKH� ORZ� EDFN� HYHQ�
PRUH�DQG�SHUSHWXDWHV�WKH�WHQVLRQ�LQ�WKH�KDPVWULQJV��,I�
VWUHWFKLQJ�LV�WR�EH�XVHG�DV�SDUW�RI�D�FRUUHFWLYH�VWUDWHJ\�
RU�FRQGLWLRQLQJ�SURJUDP��LW�PXVW�EH�IROORZHG�XS�ZLWK�
DQ� DFWLYDWLRQ� VWUDWHJ\� WR� GLPLQLVK� WKH� SRWHQWLDO� IRU�
LQKLELWLRQ��
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7911%6=
7KH� XVH� RI� VSHFL¿F� DFWLYDWLRQ� WHFKQLTXHV� LV� D� SRZHUIXO� VWUDWHJ\� IRU� LPSURYLQJ� PXVFOH� LQKLELWLRQ�
DQG� FRRUGLQDWLRQ� ZLWKLQ� WKH� QHXURPXVFXODU� V\VWHP� ZKLOH� UHVWRULQJ� IXQFWLRQ�� $OWKRXJK� WKHUH� DUH�
PDQ\� WHFKQLTXHV� WKDW� FDQ� EH� HPSOR\HG�� SDUWLFXODUO\� YLVXDOL]DWLRQ�� LVRPHWULF� SRVLWLRQV�� SDOSDWLRQV��
DQG�EUHDWKLQJ�DUH�SRZHUIXO� WHFKQLTXHV� WKDW�GLUHFWO\�DIIHFW� WKH�FHQWUDO�QHUYRXV�V\VWHP� WKURXJK� WKHLU�
VWLPXODWLRQ�RI�YDULRXV�FHQWUDO�DQG�SHULSKHUDO�UHFHSWRUV��7KH�LQFRUSRUDWLRQ�RI�WKHVH�WHFKQLTXHV�SURYLGHV�
WKH� WUDLQHU�RU� WKHUDSLVW�ZLWK�PXOWLSOH� WRROV� IRU� DGGUHVVLQJ�PXVFOH� LQKLELWLRQ� DQG�PRYHPHQW�SDWWHUQ�
G\VIXQFWLRQV��ZKLOH�DGGLWLRQDOO\�SURYLGLQJ�D�SUDFWLFDO�VWUDWHJ\�IRU�LPSURYLQJ�IXQFWLRQ�

/I]�8S�7YGGIWW
1ERYEP�1YWGPI�8IWXMRK��118
��
ERH�*PI\MSR�-RXSPIVERGI�

;LMPI�MXW�EGGYVEG]�ERH�GPMRGMEP�VIPIZERGI�SJXIR�GSQIW�MRXS�UYIWXMSR��118�LEW�FIIR�YWIH�JSV�HIGEHIW�MR�
%TTPMIH�/MRIWMSPSK]�ERH�'PMRMGEP�/MRIWMSPSK]��;EPXLIV�������&YLPIV�������0IEJ�������&IEVHEPP�������8LMI�
����
�EW�[IPP�EW�SXLIV�W]WXIQW�XS�XIWX�ER�MRHMZMHYEP´W�³XSPIVERGI �́XS�E�WTIGM½G�WYFWXERGI��WYTTPIQIRX��
QIHMGEXMSR�� JSSH��SV�RS\MSYW�WXMQYPYW
�SV�SXLIV�WXMQYPYW�WYGL�EW�E�TEVXMGYPEV�I\IVGMWI�SV�QSZIQIRX��
-R�GSVVIGXMZI�I\IVGMWI��118�GER�FI�YWIH�XS�HIXIVQMRI�E�GPMIRX´W�VIWTSRWI�SV�XSPIVERGI�XS�E�WTIGM½G�
I\IVGMWI�SV�EGXMZMX]��*SV�I\EQTPI��MJ�118�MW�TIVJSVQIH�TVMSV�XS�WXVIXGLMRK�ERH�XLI�GPMIRX�MW�JSYRH�XS�FI�
WXVSRK��EGXMZEXIH
��GPMIRXW�[MXL�PYQFEV�MRWXEFMPMX]�[MPP�KIRIVEPP]�XIWX�[IEO��MRLMFMXIH
�TSWX�WXVIXGLMRK�SV�
EJXIV�TIVJSVQMRK�E�¾I\MSR�FMEWIH�TEXXIVR�WYGL�EW�E�GVYRGL�SV�WMX�YT��

8LIWI� GPMIRXW� EVI� VIJIVVIH� EW� ¾I\MSR�MRXSPIVERX� ERH� MW� SJXIR� XLI� VIEWSR� XLEX� WMXXMRK� JSV� PSRK� LSYVW�
SV� TIVJSVQMRK� ¾I\MSR�FMEWIH� I\IVGMWIW� �I�K�� WXEXMSREV]� FMOI�� WIEXIH� VIWMWXERGI� I\IVGMWIW�� EFHSQMREP�
I\IVGMWIW
�MRGVIEWIW�XLIMV�FEGO�HMWGSQJSVX�ERH�GVIEXIW�MRLMFMXSV]�IJJIGXW�HS[R�XLI�PS[IV�I\XVIQMX]���

/)=��8S�HIXIVQMRI�]SYV�GPMIRX´W�VIWTSRWI�ERH�XSPIVERGI�XS�E�TEVXMGYPEV�EGXMZMX]��I\IVGMWI��SV�QSZIQIRX��
HS�E�118�SR�XLIQ�TVMSV�XS�ERH�EJXIV�XLI�EGXMZMX]�� -J� XLI�118�VIQEMRIH�WXVSRK�� XLI�EGXMZMX]�GER�FI�
GSRWMHIVIH�XS�FI�XSPIVEXIH�F]�XLI�GPMIRX´W�217��-J�E�TVIZMSYWP]�WXVSRK�XIWX�KSIW�[IEO�¯�SV�XLI]�PSWI�
VERKI� SJ�QSXMSR� ¯� XLI� EGXMZMX]� [EW� RSX� XSPIVEXIH� ERH�QYWX� FI�QSHM½IH� SV� IPMQMREXIH� JVSQ� XLIMV�
TVSKVEQ��FIGEYWI�JYVXLIV�I\TSWYVI�XS�XLI�EGXMZMX]�[MPP�GSRXMRYI�XS�WXVIWW�XLIMV�W]WXIQ�
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/I]�8S�7YGGIWW
%TTP]MRK�XLI�:-4�&��7XVEXIK]�
7II�:MHIS��9WMRK�XLI�:-4�&��7XVEXIK]�JSV�-QTVSZIH�1YWGPI�%GXMZEXMSR��
[[[�½XRIWWIHYGEXMSRWIQMREVW�GSQ�SWEV�FSSO

;LMPI� IEGL� MRHMZMHYEP� GSQTSRIRX� SJ� XLI�:-4�&�� GSVVIGXMZI� TEVEHMKQ� GER� FI� YWIH� MRHITIRHIRXP]��
XLI� QE\MQYQ� IJJIGX� MR� MQTVSZMRK� QYWGPI� EGXMZEXMSR� ERH� XLIVIJSVI� JYRGXMSREP� QSZIQIRX� TEXXIVRW�
VIUYMVIW� E� GSQFMRIH� ETTVSEGL� YWMRK� GSQTSRIRXW� SJ� WIZIVEP� SJ� XLI� WXVEXIKMIW��8LIWI�[MPP� FI� FEWIH�
YTSR�XLI�XLIVETMWX´W�SV�XVEMRIV´W�WOMPP�WIX�ERH�GSQJSVX�PIZIP��EW�[IPP�EW�XLI�GPMIRX´W�RIIHW��*SV�I\EQTPI��
E�GPMIRX�GSQTPEMRW�XLI]�LEZI�XVSYFPI�[EPOMRK�YT�WXEMVW��;LMPI�TIVJSVQMRK�E�WXIT�YT�TEXXIVR��XLI�GPMIRX�
HIQSRWXVEXIW� TIPZMG� YRPIZIPMRK� �TSWMXMZI�8VIRHIPIRFYVK´W� XIWX
�� ER� SZIVP]� EHHYGXIH� LMT� TSWMXMSR� ERH�
ZEPKYW�ORII�TSWMXMSR��8LI�XVEMRIV�SV�XLIVETMWX�RSXMGIW�XLI�JSPPS[MRK�HYVMRK�XLI�GPMIRX´W�EWWIWWIQIRX��TSSV�
VIWTMVEXSV]�TEXXIVRW�JEZSVMRK�XLI�EGGIWWSV]�QYWGPIW�SJ�VIWTMVEXMSR��HIGVIEWIH�MRXIVREP�LMT�VSXEXMSR�ERH�
TSSV�HMWWSGMEXMSR�SJ�XLI�JIQSVSTIPZMG�NSMRX�SR�XLI�H]WJYRGXMSREP�WMHI��ERH�TSSV�QYWGPI�WXVIRKXL�MR�XLI�
LMT�EFHYGXSV� JYRGXMSREP�QYWGPI� XIWX��,IVI� MW�LS[� XLI� XVEMRIV�SV� XLIVETMWX�QMKLX�YXMPM^I� XLI�:-4�&��
GSVVIGXMZI�TEVEHMKQ�XS�LIPT�MQTVSZI�XLMW�GPMIRX´W�TEXXIVR�

���&VIEXLMRK�� -RWXVYGX� XLI� GPMIRX� LS[� XS� HIZIPST� STXMQEP� FVIEXLMRK� F]� TPEGMRK� XLIMV� LERHW�
SR� XLI� PEXIVEP� ERH� TSWXIVMSV� EWTIGXW� SJ� XLI� XLSVEGMG� GEKI� �OMRIWXLIXMG� GYI
��8LI� XVEMRIV�
SV�XLIVETMWX�ZIVFEPP]�GYIW�XLI�GPMIRX�F]�MRWXVYGXMRK�XLIQ�XS�³FVIEXLI�HS[R�ERH�FEGO´� MRXS�
XLIMV�XLSVE\��8LI�XVEMRIV�SV�XLIVETMWX�GER�EPWS�HIQSRWXVEXI�XLI�MHIEP�FVIEXLMRK�TEXXIVR�SR�
XLIQWIPZIW�XS�TVSZMHI�XLI�GPMIRX�[MXL�E�ZMWYEP�GYI���

��� 4EPTEXMSR�� 8LI� XLIVETMWX� GER� TIVJSVQ� ER� SVMKMR�MRWIVXMSR� ETTVS\MQEXMSR� XIGLRMUYI� SV� WPS[��
HIPMFIVEXI��GVSWW�JVMGXMSR�TEPTEXSV]�WXMQYPEXMSR�SZIV�XLI�SWWISYW�EXXEGLQIRXW�SJ�XLI�LMT�EFHYGXSVW�
�XIRWSV� JEWGMEI� PEXEI��KPYXIYW�QIHMYW��ERH�KPYXIYW�QE\MQYW
� XS�EGXMZEXI�XLI� MRLMFMXIH�LMT�EFHYGXSV�
QYWGPIW�ERH�MRZIWXMRK�JEWGME��

��� -WSQIXVMG� TSWMXMSRMRK��8LI� GPMIRX� MW� MRWXVYGXIH� XS� TIVJSVQ� MWSQIXVMG� GSRXVEGXMSRW� XS� EGXMZEXI� XLI�
HIIT� WXEFMPM^IVW� SJ� XLI� LMT� NSMRX�� TVMQEVMP]� XLI� LMT� EFHYGXSVW� �KPYXIYW�QIHMYW� ERH�QMRMQYW
� ERH�
VSXEXSVW� �TWSEW�QENSV�� KIQIPPM�� ERH� SFXYVEXSV
� MR� XLI� WMHI� P]MRK� TSWMXMSR� �WII� GSVVIGXMZI� I\IVGMWI�
WIGXMSR
��8LI�GPMIRX�TIVJSVQW���VITIXMXMSRW�SJ�LSPHW� JSV��¯���WIGSRHW�[MXL�ETTVS\MQEXIP]���	�SJ�
XLIMV�QE\MQYQ�WXVIRKXL��

���-RXIKVEXMSR��8LI�GPMIRX�MW�XLIR�EWOIH�XS�MRXIKVEXI�FVIEXLMRK�ERH�E�GIRXVEXIH�NSMRX�TSWMXSR�MRXS�XLIMV�
WXIT�YT�TEXXIVR��TIVJSVQMRK�MX�[MXL�XLI�EHHMXMSR�SJ�XLI�JSPPS[MRK�ZIVFEP�GYIW��

��³%GXMZEXI�XLI�JSSX�XVMTSH�ERH�EPMKR�XLI�PS[IV�I\XVIQMX]�́�
��³%GLMIZI�E�WUYEVIH�TIPZMW�TSWMXMSR�ERH�QEMRXEMR�E�PSRK�WTMRI�́�
��³7XIT�YT�SRXS�XLI�WXIT�FIMRK�WYVI�XS�PMJX�JVSQ�XLI�PS[IV��MRRIV�TSVXMSR�SJ�XLI�KPYXIEP�GSQTPI\�́

;MXL�XLI�GPMIRX´W�TIVQMWWMSR��XLI�XLIVETMWX�SV�XVEMRIV�GER�KIRXP]�TSOI�SV�WGVEXGL�XLI�TSWXIVMSV�EWTIGX�SJ�
XLI�LMTW�XS�JEGMPMXEXI�XLI�PMJX�F]�YWMRK�XLI�KPYXIEP�GSQTPI\�SZIV�XLI�LMT�¾I\SVW�ERH�ORII�I\XIRHIVW��8LI�
XLIVETMWX�GER�EPWS�TSWMXMSR�XLIMV�LERHW�SZIV�XLI�TIPZMW�XS�LIPT�XLI�GPMIRX�JIIP�[LEX�MX�MW�PMOI�XS�QEMRXEMR�
XLI�WUYEVIH�TIPZMW�ERH�PS[IV�I\XVIQMX]�EPMKRQIRX�HYVMRK�XLI�TVSGIWW�

/)=��9XMPM^MRK�E�QYPXM�WIRWSVMEP�ETTVSEGL�� XLI�:-4�&��WXVEXIK]�KMZIW� XLI�GPMIRX� XLI�FIWX�GLERGI�SJ�
EGXMZEXMRK� E� QSVI� STXMQEP� WXEFMPM^EXMSR� ERH�QSZIQIRX� WXVEXIK]� [LMPI� MQTVSZMRK� XLIMV� TIVJSVQERGI�
HYVMRK�JYRHEQIRXEP�QSZIQIRX�TEXXIVRW��
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6HYHUDO�NH\V�WR�LPSURYLQJ�IXQFWLRQ�ZLOO�EH�GLVFXVVHG�WKURXJKRXW�WKH�FRUUHFWLYH�H[HUFLVH�SKDVHV�DQG�
FDUULHG�LQWR�WKH�IXQFWLRQDO�PRYHPHQW�SURJUHVVLRQV��7KHVH�DUH�WKH�ORQJ�VSLQH��WKH�VTXDUHG�SHOYLV��WKH�
IRRW�WULSRG��GLDSKUDJPDWLF�EUHDWKLQJ��DQG�WKH�QHXWUDO�KDQG�ZULVW��$GGLWLRQDOO\��WKH�FRQFHSW�RI�LSVLODWHUDO�
DQG�FRQWUDODWHUDO�VXSSRUW�ZLOO�EH�GLVFXVVHG��'HVFULSWLRQV�RI�HDFK�RI�WKH�NH\V�DUH�JLYHQ�EHORZ�

8,)�032+�74-2)
$FKLHYLQJ�QHXWUDO�SRVWXUH�RI�WKH�KHDG��WKRUD[��DQG�SHOYLV�LV�NH\�WR�LPSURYLQJ�PRYHPHQW�HI¿FLHQF\�
LQ�ERWK� WKH�KLS�DQG�VKRXOGHU�FRPSOH[HV�DQG�GHFUHDVLQJ�DUHDV�RI�SRVWXUDO�RYHUORDG��7KH� ORQJ�VSLQH�
UHIHUV�WR�PDLQWDLQLQJ�QHXWUDO�DOLJQPHQW�RI�WKH�KHDG��FHUYLFDO�VSLQH��WKRUD[��DQG�OXPERSHOYLF�FRPSOH[��
:KHQ�DVNHG�WR�VWDQG�XS�WDOO��PDQ\�FOLHQWV�PLVWDNHQO\�UDLVH�WKH�VWHUQXP��K\SHUH[WHQGLQJ�DW�ERWK�WKH�
WKRUDFROXPEDU�DQG�RFFLSLWRFHUYLFDO� MXQFWLRQV��7KLV�SRVWXUDO� VWUDWHJ\�RYHUORDGV� WKHVH�DUHDV��PDNLQJ�
WKH�FOLHQW¶V�PRYHPHQWV�LQHI¿FLHQW��SRWHQWLDOO\�OHDGLQJ�WR�FRPPRQ�SDWWHUQV�RI�RYHUORDG�DQG�RYHUXVH�
LQMXULHV�DV�ZHOO�DV�PDNLQJ�PRYHPHQW�RI�WKH�H[WUHPLWLHV�OHVV�HI¿FLHQW�

$FKLHYLQJ�WKH�ORQJ�VSLQH�VKRXOG�QRW� LQFOXGH�D�ORW�RI�HIIRUW�RQ�WKH�FOLHQW¶V�SDUW�DQG�WKH\�VKRXOG�QRW�
EH�JLYHQ�WKH�FRPPRQ�FXHV�WR�µOLIW� WKH�FKLQ¶�RU�µWXFN�WKH�SHOYLV¶�DV� WKHVH�FXHV�FDQ�SHUSHWXDWH�IDXOW\�
PRYHPHQW�SDWWHUQV��5DWKHU��WKH�FOLHQW�VKRXOG�EH�YHUEDOO\�FXHG�WR�YLVXDOL]H�D�VWULQJ�SXOOLQJ�WKHLU�KHDG�
WRZDUGV� WKH�FHLOLQJ�DQG� WKHLU� VDFUXP� WRZDUGV� WKH�ÀRRU� WR�KHOS�DFKLHYH� WKH� ORQJ� VSLQH�SRVWXUH� �VHH�
LPDJHV�DERYH���

$FKLHYLQJ�WKH�ORQJ�VSLQH�SRVLWLRQ�LV�DQ�LPSRUWDQW�NH\�WR�LPSURYLQJ�PRYHPHQW�SDWWHUQV�DQG�PXVW�EH�
UHODWLYHO\�PDLQWDLQHG�UHJDUGOHVV�RI�WKH�FOLHQW¶V�SRVLWLRQ�
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,GHDO�DOLJQPHQW�RI�WKH�KHDG��WKRUD[��VSLQH��DQG�SHOYLV�DUH�VKRZQ�LQ�WKH�WDEOH�EHORZ��

6IKMSR -HIEP�%PMKRQIRX�

,IEH )]IW�EVI�PIZIP�[MXL�XLI�LSVM^SR��SGGMTYX�MW�MR�GITLEPMG�SVMIRXIH�TSWMXMSR�ERH�GLMR�MW�MR�
GEYHEP�SVMIRXIH�TSWMXMSR

8LSVE\ 7XIVRYQ�MW�MR�ZIVXMGEP�EPMKRQIRX�[MXL�TYFMG�W]QTL]WMW��PS[IV�ERXIVMSV�EWTIGXW�SJ�VMFW�
EVI�MR�E�GEYHEP�TSWMXMSR�ERH�TSWXIVMSV�EWTIGXW�SJ�VMFW�EVI�MR�WYTIVMSV�TSWMXMSR�

7TMRI� 2IYXVEP�GYVZIW�¯�KIRXPI�PSVHSWMW�MR�GIVZMGEP�ERH�PYQFEV�VIKMSRW�ERH�KIRXPI�O]TLSWMW�MR�
XLSVEGMG�VIKMSR

4IPZMW� %RXIVMSV�WYTIVMSV�MPMEG�WTMRI�MW�MR�ZIVXMGEP�EPMKRQIRX�[MXL�TYFMG�W]QTL]WMW

$QRWKHU�UHODWHG�FRQFHSW�WR�WKH�ORQJ�VSLQH�WKDW�ZLOO�EH�GLVFXVVHG�WKURXJKRXW�WKLV�ERRN�LV�WKH�WKRUDFRSHOYLF�
FDQLVWHU� �73&�� DERYH��� 7KH� WKRUDFRSHOYLF� FDQLVWHU� FRPSULVHV� WKH� WKRUD[� DQG� SHOYLV�� LQFOXGLQJ� WKH�
WKRUDFLF�DQG�OXPEDU�VSLQH�DQG�ULEV��7KH�WKRUDFRSHOYLF�FDQLVWHU�FDQ�EH�FXHG�VLPLODUO\�E\�KDYLQJ�WKH�
FOLHQW�PDLQWDLQ�WKH�ORQJ�VSLQH�SRVWXUH�ZLWK�WKH�DQWHULRU�DVSHFW�RI�WKH�ULE�FDJH�SRVLWLRQHG�LQ�D�VOLJKWO\�
FDXGDO�SRVLWLRQ�DQG�WKH�VWHUQDO�DVSHFW�EHLQJ�OLJKWO\�OLIWHG�WRZDUGV�WKH�FHLOLQJ��)XQFWLRQDO�FRQWURO�RI�WKH�
WKRUDFRSHOYLF�FDQLVWHU�ZLOO�EH�GLVFXVVHG�RYHUOHDI�
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1RWLFH�KRZ�WKH�DWKOHWHV�PDLQWDLQ�D�ORQJ�VSLQH�DQG�FRQWURO�RI�WKH�WKRUDFRSHOYLF�FDQLVWHU�ZKHWKHU�UXQQLQJ�
RU�VZLQJLQJ�D�JROI�FOXE�

*92'8-32%0�'328630�3*�8,)�8,36%'34)0:-'�'%2-78)6
)XQFWLRQDO�FRQWURO�RI�WKH�WKRUDFRSHOYLF�FDQLVWHU��73&��LV�DFKLHYHG�E\�WKH�GHHS�VWDELOL]DWLRQ�V\VWHP��
0RVW�LPSRUWDQW�LQ�WKLV�FRQWURO�DUH�WKH�WUDQVYHUVXV�DEGRPLQLV��7U$���ZKLFK�VXSSRUWV�WKH�IURQW�DQG�VLGHV��
WKH�TXDGUDWXV�OXPERUXP��ZKLFK�FRQWUROV�WKH�SRVWHULRU�DVSHFW��DQG�WKH�SVRDV�PDMRU�DQG�PXOWL¿GL��ZKLFK�
FRQWURO�WKH�DQWHULRU�DQG�SRVWHULRU�DVSHFWV�RI�WKH�VSLQH�UHVSHFWLYHO\��LQ�DGGLWLRQ�WR�WKH�GLDSKUDJP�DQG�
SHOYLF� ÀRRU��7KHVH� VWUXFWXUHV� DUH� IDVFLDOO\� ERXQG� VXSHULRUO\� WKURXJK� WKH� WKRUDFROXPEDU� IDVFLD� DQG�
LQIHULRUO\�WKURXJK�WKH�SHOYLF�ÀRRU�IDVFLD��&ROOHFWLYHO\�WKH\�IXQFWLRQ�WR�SURYLGH�D�VWDEOH�EDVH�RI�VXSSRUW�
IRU�WKH�NLQHWLF�FKDLQ�DQG�DFW�DV�D�UHOD\�VWDWLRQ�EHWZHHQ�WKH�XSSHU�DQG�ORZHU�H[WUHPLWLHV�LQ�DGGLWLRQ�WR�
WKHLU�UROH�LQ�YLVFHUDO�VXSSRUW��

7KH�GLDSKUDJP�GHVHUYHV�VSHFLDO�PHQWLRQ�LQ�73&�VWDELOL]DWLRQ�EHFDXVH�RI�LWV�GXDO�UROH�LQ�UHVSLUDWLRQ�
DQG�VWDELOL]DWLRQ��7KH�GLDSKUDJP�LV�NH\�WR�PDLQWDLQLQJ�RSWLPDO�VWDELOLW\�RI�WKH�WKRUDFRSHOYLF�FDQLVWHU�
DV�ZHOO�DV�LPSURYLQJ�LQWUD�DEGRPLQDO�SUHVVXUH��)DVFLDOO\�DWWDFKLQJ�WR�WKH�TXDGUDWXV�OXPERUXP��SVRDV��
DQG�7U$��WKH�GLDSKUDJP�IRUPV�WKH�URRI�RI�WKH�73&��%HFDXVH�RI�LWV�XQLTXH�DWWDFKPHQWV��WKH�LQWHUOLQNLQJ�
IDVFLDO�DWWDFKPHQWV�RI�WKH�GLDSKUDJP�DFW�WR�VWDELOL]H�WKH�WKRUDFROXPEDU�MXQFWLRQ�±�WKH�LPSRUWDQW�UHJLRQ�
ZKHUH�WKH�WKRUDFLF�VSLQH�PHHWV�WKH�OXPEDU�VSLQH��,Q�WKH�DEVHQFH�RI�RSWLPDO�73&�VWDELOL]DWLRQ��PDQ\�RI�
WKH�IDXOW\�VWDELOL]DWLRQ�DQG�UHVXOWDQW�PRYHPHQW�SDWWHUQ�G\VIXQFWLRQ�ZLOO�EH�QRWHG��7KH�FKDUDFWHULVWLF�
OXPEDU�K\SHUORUGRVLV�PRUH�FRPPRQO\�RFFXUV�DW�WKH�WKRUDFROXPEDU�MXQFWLRQ�WKDQ�DW�WKH�OXPERVDFUDO�
MXQFWLRQ��DV�WKHVH�LQGLYLGXDOV�XVH�D�SRVWHULRU�H[WHQVRU�VWDELOL]DWLRQ�VWUDWHJ\�UDWKHU�WKDQ�D�FLUFXPIHUHQWLDO�
W\SH�VWDELOL]DWLRQ�VWUDWHJ\��,QGLYLGXDOV�ZLWK�D�ÀH[LRQ�GRPLQDQW�VWUDWHJ\�ZLOO�UHO\�WRR�PXFK�RQ�WKHLU�
WUXQN�ÀH[RUV�DQG�DQWHULRU�P\RIDVFLDO�DQG�OLJDPHQWRXV�VWUXFWXUHV�IRU�VWDELOLW\��
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D�� ([WHQVLRQ�GRPLQDQFH��7KH�LQGLYLGXDO�GHPRQVWUDWHV�RYHUDFWLYDWLRQ�RI�WKH�H[WHQVRU�PXVFOHV��UHVXOWLQJ�
LQ�WKRUDFROXPEDU�K\SHUH[WHQVLRQ�DQG�VWUHWFKLQJ�RI�WKH�DQWHULRU�DEGRPLQDO�ZDOO��7KLV�LQGLYLGXDO�ZLOO�
KDYH� DQ� DFFHVVRU\�GRPLQDQW� EUHDWKLQJ� VWUDWHJ\�� LQFUHDVHG� WKRUDFROXPEDU� HUHFWRU� WRQH�� DQG�SRRU�
73&�VWDELOL]DWLRQ��7KLV�SRVWXUH�LV�JHQHUDOO\�WKH�UHVXOW�RI�H[WHQVLRQ�GRPLQDQW�VWDELOL]DWLRQ�VWUDWHJLHV�
GXULQJ�H[HUFLVH�SDWWHUQV��DQG�FXLQJ�WKDW�HQFRXUDJHV�WKH�LQGLYLGXDO�WR�µOLIW�WKH�FKHVW¶�DQG�µVTXHH]H�WKH�
VKRXOGHU�EODGHV�GRZQ�DQG�EDFN�¶��

E�� 1HXWUDO�SRVWXUH��1RWH�WKH�SDUDOOHO�DOLJQPHQW�RI�WKH�WKRUDFLF�LQOHW��GLDSKUDJP�DQG�SHOYLF�ÀRRU��

F�� )OH[LRQ�GRPLQDQFH��7KH�LQGLYLGXDO�GHPRQVWUDWHV�RYHUDFWLYDWLRQ�RI�WKH�WUXQN�ÀH[RUV�DQG�KLS�H[WHQVRUV��
7KLV�LQGLYLGXDO�ZLOO�DOVR�GHPRQVWUDWH�DFFHVVRU\�GRPLQDQW�UHVSLUDWRU\�SDWWHUQV��LQFUHDVHG�DEGRPLQDO�
�REOLTXH�DQG�UHFWXV��WRQH��RYHUVWUHWFKHG�WKRUDFROXPEDU�HUHFWRUV��DQG�SRRU�73&�VWDELOL]DWLRQ��7KLV�
SRVWXUH�JHQHUDOO\�UHVXOWV�IURP�DQ�RYHU�UHOLDQFH�RQ�ÀH[LRQ�ELDVHG�H[HUFLVHV�DQG�FXHV�WKDW�HQFRXUDJH�
WKH�LQGLYLGXDO�WR�µVTXHH]H¶�RU�µWXFN�LQ�WKH�EXWW¶�DQG�µÀDWWHQ�WKH�ORZ�EDFN�WR�WKH�ÀRRU�GXULQJ�VXSLQH�
H[HUFLVH�SDWWHUQV�¶

6WXGLHV�KDYH�GHPRQVWUDWHG�WKDW�IDWLJXH�RI�WKH�UHVSLUDWRU\�PXVFOHV�FDQ�UHVXOW�LQ�GHFUHDVHG�WROHUDQFH�WR�
LPSRVHG�VWUHVVHV�RQ�WKH�ERG\��(OLDV]��������:KLOH�REHVLW\�DQG�WKH�ODFN�RI�SK\VLFDO�DFWLYLW\�KDYH�EHHQ�
FLWHG�DV�FDXVDWLYH�IDFWRUV�LQ�WKH�GHYHORSPHQW�RI�ORZ�EDFN�SDLQ��G\VIXQFWLRQDO�EUHDWKLQJ�DQG�DOWHUDWLRQV�
LQ�FRQWLQHQFH�VWUDWHJLHV��VXJJHVWLQJ�SHOYLF�ÀRRU�G\VIXQFWLRQ��KDYH�EHHQ�VKRZQ�WR�KDYH�D�JUHDWHU�UROH�
LQ�WKH�GHYHORSPHQW�RI�SDLQ�WKDQ�WKH�LQGLYLGXDO¶V�ZHLJKW�RU�H[HUFLVH�KDELWV��+RGJHV�HW�DO��������&OLHQWV�
DQG�SDWLHQWV�ZLWK�FKURQLF� ORZ�EDFN�SDLQ�DOVR�GHPRQVWUDWH� LQFUHDVHG�SRVWXUDO� VZD\�DV�FRPSDUHG� WR�
LQGLYLGXDOV�ZLWK�DFXWH�LQGXFHG�EDFN�SDLQ�GXULQJ�IRUFHG�UHVSLUDWLRQ��&KDQJHV�LQ�FHQWUDO�QHUYRXV�V\VWHP�
UHVSRQVHV�� DOWHUDWLRQV� LQ� EUHDWKLQJ� VWUDWHJLHV�� DQG� WKH� SUHIHUHQWLDO� SULRULWL]DWLRQ� RI� EUHDWKLQJ� RYHU�
VWDELOL]DWLRQ� DUH� VHYHUDO� SODXVLEOH� H[SODQDWLRQV� IRU� LQFUHDVHG�SRVWXUDO� VZD\� LQ� WKH� LQGLYLGXDOV�ZLWK�
FKURQLF�ORZ�EDFN�SDLQ��+RGJHV�HW�DO���

E� F�D�
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2QH� LPSRUWDQW� NH\� LQ� WKH� VWDELOL]DWLRQ�RI� WKH� WKRUDFRSHOYLF� FDQLVWHU� LV� WKH� WKRUDFROXPEDU� MXQFWLRQ��
6HYHUDO�NH\�PXVFOHV�UHVSRQVLEOH�IRU�VWDELOL]DWLRQ�RI�WKH�WUXQN�DQG�VSLQH�WDNH�WKHLU�RULJLQ�RU�LQVHUWLRQ�DW�
WKH�WKRUDFROXPEDU�UHJLRQ��7KHVH�LQFOXGH�WKH�SVRDV�PDMRU�DQG�PLQRU��WUDQVYHUVXV�DEGRPLQLV��TXDGUDWXV�
OXPERUXP��DQG�GLDSKUDJP�DQG�DUH�ERXQG�ZLWK� WKH� WKRUDFROXPEDU� IDVFLD��ZKLFK�VXJJHVWV� WKHLU� UROH�
LQ�VWDELOL]DWLRQ�RI�WKLV�NH\�UHJLRQ�RI�WKH�VSLQH��1RWLFH�KRZ�WKH�FKLOG�OLIWV�KHU�SHOYLV�WR�VWDELOL]H�DW�WKH�
WKRUDFROXPEDU�MXQFWLRQ��LPDJH�EHORZ�OHIW���7KLV�LV�DQ�LPSRUWDQW�GHYHORSPHQWDO�SRLQW�LQ�WKDW�VKH�LV�DEOH�
WR�FRRUGLQDWH�WUXQN�VWDELOL]DWLRQ�ZLWK�GLDSKUDJPDWLF�UHVSLUDWLRQ��DQG�LV�NH\�WR�LPSURYLQJ�IXQFWLRQ�LQ�
IXQGDPHQWDO�PRYHPHQW�SDWWHUQV�VXFK�DV�WKH�VTXDW��LPDJH�EHORZ�ULJKW����

/RVV�RI�WKRUDFROXPEDU�VWDELOL]DWLRQ�UHVXOWV�LQ�PDQ\�RI�WKH�FRPPRQ�SRVWXUDO�DQG�PRYHPHQW�G\VIXQFWLRQV�
REVHUYHG�LQ�WKH�DVVHVVPHQW�SURFHVV��LQFOXGLQJ��

�� K\SHUH[WHQVLRQ�RI�WKH�WKRUDFROXPEDU�UHJLRQ��

�� K\SHUWRQLFLW\�RI�WKH�HUHFWRU�VSLQDH�RYHU�WKH�WKRUDFROXPEDU�UHJLRQ�WKDW�FRQWULEXWHV�WR�WKRUDFLF�ULJLGLW\�

�� FRPSHQVDWRU\�ÀH[LRQ�RI�WKH�ORZHU�OXPEDU�VSLQH��

7KHVH� FRPSHQVDWLRQV� IRU� WKH� ORVV� RI� WKRUDFROXPEDU� VWDELOL]DWLRQ� FRPSURPLVH� WKH� VWDELOLW\� RI� WKH�
WKRUDFRSHOYLF�FDQLVWHU�DQG�FRQWULEXWH�WR�G\VIXQFWLRQDO�PRYHPHQW�VWUDWHJLHV��

7KH�SULPDU\�FRUUHFWLYH�H[HUFLVH�VWUDWHJ\�IRU�LPSURYLQJ�G\VIXQFWLRQV�RI�WKH�KLS�DQG�VKRXOGHU�DV�ZHOO�DV�
WKH�WUXQN�DQG�VSLQH�LQYROYHV�RSWLPDOO\�VWDELOL]LQJ�WKH�73&��HVSHFLDOO\�DW�WKH�WKRUDFROXPEDU�MXQFWLRQ��
7KH�JRDO�RI�WKH�FRUUHFWLYH�PRYHPHQW�VWUDWHJ\�LV�WR�LPSURYH�VWDELOL]DWLRQ�LQ�WKLV�NH\�UHJLRQ�DQG�HQVXUH�
WKDW�WKH�FOLHQW�FDQ�PDLQWDLQ�FRQWURO�RI�WKH�HQWLUH�WKRUDFRSHOYLF�FDQLVWHU�WKURXJKRXW�WKHLU�IXQGDPHQWDO�
PRYHPHQW�SDWWHUQV��

7KHUH� DUH� WKUHH� SULPDU\� PHFKDQLVPV� IRU� DFKLHYLQJ� WKRUDFRSHOYLF� VWDELOL]DWLRQ�� LQWUD�DEGRPLQDO�
SUHVVXUH��WKH�K\GUDXOLF�DPSOL¿HU��DQG�WKH�IDVFLDO�FKDLQV��7KHVH�PHFKDQLVPV�ZLOO�EH�GLVFXVVHG�QH[W�
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,QWUD�DEGRPLQDO�SUHVVXUH��,$3��LV�SHUKDSV�WKH�PRVW�LPSRUWDQW�RI�WKH�WKUHH�VWUDWHJLHV�IRU�DFKLHYLQJ�D�ORQJ�
VSLQH��DOWKRXJK�LWV�XVHIXOQHVV�LQ�FRQWULEXWLQJ�WR�IRUFH�SURGXFWLRQ�DQG�VWDELOL]DWLRQ�RI�WKH�VSLQH�KDV�EHHQ��
WKH�VRXUFH�RI�GHEDWH�

$V� WKH� GLDSKUDJP� GHVFHQGV� GXULQJ� LQVSLUDWLRQ�� LW� SXVKHV� WKH� DEGRPLQDO� YLVFHUDO� LQIHULRUO\�� FUHDWLQJ�
QHJDWLYH�LQWHUQDO�SUHVVXUHV��FDXVLQJ�DLU�WR�EH�GUDZQ�LQWR�WKH�OXQJV�7KH�LQWHUFRVWDO�PXVFOHV�FRQWUDFW�WR�
UHVLVW�WKH�LQZDUG�IRUFHV�RI�WKLV�SUHVVXUH�FKDQJH��ZKLOH�WKH�DEGRPLQDO�PXVFOHV��LQ�SDUWLFXODU�WKH�WUDQVYHUVXV�
DEGRPLQLV�� FRQWUDFW� WR� VXSSRUW� WKH� SRVLWLYH� SUHVVXUH� LQ� WKH� DEGRPLQDO� FDYLW\� DQG� WKH� GHVFHQW� RI� WKH�
YLVFHUD��7KH�PXVFOHV�RI�WKH�SHOYLF�ÀRRU�DUH�FR�DFWLYDWHG�GXULQJ�WKLV�SURFHVV�WR�KHOS�PDLQWDLQ�FRQWLQHQFH�
DQG�VXSSRUW�WKH�DEGRPLQDO�DQG�SHOYLF�YLVFHUD��7KLV�SURFHVV�LQFUHDVHV�WKH�,$3��ZKLFK�IXQFWLRQDOO\�VWLIIHQV�
DQG�HORQJDWHV�WKH�VSLQH��,$3�FDQ�EH�WKRXJKW�RI�LQ�WHUPV�RI�LQWHUQDO�SUHVVXUH�FUHDWLQJ�RXWZDUG�VWDELOL]DWLRQ��
RU�WKH�LPDJH�RI�EORZLQJ�XS�D�VWXUG\�EDOORRQ�LQVLGH�D�ER[��WKHUHE\�LQFUHDVLQJ�LQWHUQDO�VWDELOLW\�RI�WKH�ER[��
'HYHORSLQJ�RSWLPDO�,$3�DOVR�UHTXLUHV�RSWLPDO�DEGRPLQDO�ZDOO�DQG�HUHFWRU�VSLQDH�PXVFOH�IXQFWLRQ�WR�

%UHDWKLQJ�LQ

%UHDWKLQJ�RXW

,QKDODWLRQ�GLDSKUDJP�GURSV

([KDODWLRQ�GLDSKUDJP�ULVHV

&KHVW�H[SDQGV

5LEV

'LDSKUDJP

'LDSKUDJP�GHVFHQGV

&KHVW�FRQWUDFWV

/XQJ

'LDSKUDJP�DVFHQGV
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UHVLVW�WKH�WKRUDFLF�DQG�DEGRPLQDO�H[SDQVLRQ�WKDW�UHVXOWV�
IURP�WKH�LQFUHDVH�LQ�,$3��,W�KDV�EHHQ�VXJJHVWHG�WKDW�,$3�
LV� JUHDWHVW� ZLWK� LQKDODWLRQ� DQG� EUHDWK�KROGLQJ� GXULQJ�
D� OLIWLQJ� WDVN� �+DJLQV��� WKHUHIRUH� JUHDWHU� VWUHQJWK� DQG�
WUXQN� VWDELOLW\� LV� DFKLHYHG�ZLWK� EUHDWK�KROGLQJ��:KLOH�
WKLV�VSHFL¿F�VWUDWHJ\�ZLOO�QRW�EH�D�SDUW�RI�WKH�FRUUHFWLYH�
H[HUFLVH�VWUDWHJ\��LPSURYLQJ�DFWLYDWLRQ�RI�WKH�DEGRPLQDO�
ZDOO� ZKLOH� JHQHUDWLQJ� LQFUHDVHV� LQ� ,$3� ZLOO� EHQH¿W�
FOLHQWV�DV�WKH\�UHWXUQ�WR�KLJKHU�OHYHO�WUDLQLQJ����

7KH�FOLHQW�HQVXUHV�WKUHH�GLPHQVLRQDO�DFWLYDWLRQ�RI�KHU�
FRUH� E\� OLJKWO\� SXVKLQJ� RXW� WRZDUGV� KHU� ¿QJHUV� DQG�
PDLQWDLQV�WKLV�WHQVLRQ�DV�VKH�FRQWLQXHV�WR�EUHDWKH�ORZ�
DQG�ZLGH�ZLWK�KHU�GLDSKUDJP��

���,=(6%90-'�%140-*-)6

7KH�K\GUDXOLF�DPSOL¿HU�HIIHFW�RFFXUV�ZLWK�WKH�FRQWUDFWLRQ�RI�PXVFOHV�ZLWKLQ�WKHLU�IDVFLDO�HQYHORSHV��$OO�
PXVFOHV�DUH�LQYHVWHG�LQVLGH�IDVFLD�DQG�DV�WKH\�FRQWUDFW��SXVK�RXW�LQWR�WKH�IDVFLD��FUHDWLQJ�D�VWLIIHQLQJ�
DURXQG� WKH� MRLQW�� ,Q� WKH� VSLQH�� FRQWUDFWLRQ� RI� WKH� OXPEDU� HUHFWRU� VSLQDH� DQG�PXOWL¿GXV�ZLWKLQ� WKH�
WKRUDFROXPEDU�IDVFLD�FUHDWHV�DQ�H[WHQVLRQ�IRUFH��DVVLVWLQJ�H[WHQVLRQ�RI�WKH�VSLQH��:KHQ�WKH�OXPERVDFUDO�
PXOWL¿GXV�FRQWUDFWV�LW�EURDGHQV�SRVWHULRUO\�LQWR�WKH�OXPERGRUVDO�IDVFLD��LPDJH�EHORZ��

$V�WKH�PXOWL¿GLL�FRQWUDFW��LW�SXVKHV�LQWR�WKH�WKRUDFROXPEDU�IDVFLD�DQG�DORQJ�ZLWK�FRQWUDFWLRQ�RI�WKH�
WUDQVYHUVXV�DEGRPLQLV�SURYLGHV�LQWHUVHJPHQWDO�VWDELOLW\��LPDJH�DERYH��

7KH� UHOD[HG�PXOWL¿GL�PXVFOH� LQ� WUDQVYHUVH� VHFWLRQ� �OHIW� LPDJH��� &R�FRQWUDFWLRQ� RI� WKH� WUDQVYHUVXV�
DEGRPLQLV�DQG�PXOWL¿GL�FUHDWHV�D� VWLIIHQLQJ� WHQVLRQ�RQ� WKH� WKRUDFROXPEDU� IDVFLD� WKHUHE\�SURYLGLQJ�
LQWHUVHJPHQWDO�VWDELOLW\��ULJKW�LPDJH���
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7KLV� HIIHFW� LV� DLGHG� E\� FRQWUDFWLRQ� RI� WKH� WUDQVYHUVXV� DEGRPLQLV�� ZKLFK� SXOOV� WKH� WKRUDFROXPEDU�
IDVFLD� WLJKW� DURXQG� WKH� FRQWUDFWLQJ� HUHFWRU� VSLQDH� DQG� PXOWL¿GL�� WKHUHE\� FUHDWLQJ� D� VWDEOH� FROXPQ�
�LPDJH�DERYH� OHIW���1RWH�KRZ�FRQWUDFWLRQ�RI� WKH�S\UDPLGDOLV� WHQVHV� WKH� OLQHD�DOED� �FHQWUDO� WHQGRQ���
FUHDWLQJ� D� VWDEOH� EDVH� IRU� FRQWUDFWLRQ� RI� WKH� WUDQVYHUVXV� DEGRPLQLV� �LPDJH� DERYH� ULJKW�� DQWHULRU�
YLHZ��� $V� WKH� WUDQVYHUVXV� DEGRPLQLV� FRQWUDFWV�� LW� WHQVHV� WKH� WKRUDFROXPEDU� IDVFLD�� ZKLFK� DOORZV�
WKH�PXOWL¿GL�DQG�OXPEDU�HUHFWRU�VSLQDH�WR�FRQWUDFW�DJDLQVW�LW�DQG�DLG�VSLQDO�HORQJDWLRQ�DQG�VWLIIQHVV��
�LPDJH�DERYH�OHIW��SRVWHURODWHUDO�YLHZ���

,Q� WKH� ORZHU� H[WUHPLW\�� FRQWUDFWLRQ� RI� WKH� YDVWXV� ODWHUDOLV� DJDLQVW� WKH�
LOLRWLELDO� EDQG� KHOSV� WR� WUDQVIRUP� WKH� ORZHU� NLQHWLF� FKDLQ� LQWR� D� VWDEOH�
FROXPQ�WR�KHOS�VXSSRUW�WKH�XSSHU�ERG\�DQG�UHVLVW�JURXQG�UHDFWLRQ�IRUFHV�
GXULQJ�XQLODWHUDO�VWDQFH�

7HQVRU�IDVFLDH�ODWDH

,OLRWLELDO�EDQG

9DVWXV�ODWHUDOLV

9DVWXV�PHGLDOLV

3\UDPLGDOLV
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$V� PHQWLRQHG� HDUOLHU�� DOO� PXVFOHV� DUH� LQYHVWHG� ZLWKLQ� IDVFLD�� ZKLFK� LQWHUOLQNV� PXVFOHV� WR� IRUP�
P\RIDVFLDO�FKDLQV�VXUURXQGLQJ�WKH�WKRUD[�DQG�H[WUHPLWLHV��0XVFOHV�WDSHU�LQWR�WHQGRQV��ZKLFK�IDVFLDOO\�
EOHQG� LQWR� D� ERQ\� DWWDFKPHQW��$GMRLQLQJ�PXVFOHV�ZLOO� WDNH� WKHLU� DWWDFKPHQWV� RQ� WKH� RWKHU� VLGH� RI��
WKH�ERQH��PDNLQJ�D� IDVFLDO� LQWHUOLQN�ZLWK� WKH�¿UVW��(VVHQWLDOO\�� WKHVH�FKDLQV�DUH� IRUPHG�DV�VHULHV�RI�
PXVFOH�WHQGRQ�IDVFLD�ERQH�OLJDPHQW�IDVFLD�WHQGRQ�PXVFOH�OLQNDJHV��

:KLOH�PXVFOHV�DQG�IDVFLD�IRUP�QXPHURXV�P\RIDVFLDO�FKDLQV�WKURXJKRXW�WKH�ERG\��WKHUH�DUH�WZR�GLVWLQFW�
FKDLQV�WKDW�FRQQHFW�WKH�XSSHU�DQG�ORZHU�H[WUHPLWLHV�ZLWK�WKH�WUXQN�DQG�VSLQH��7KHVH�DUH�UHIHUUHG�WR�DV�WKH�
DQWHULRU�DQG�SRVWHULRU�REOLTXH�FKDLQV��7KH�DQWHULRU�REOLTXH�FKDLQ�LV�IRUPHG�IURP�WKH�OHIW�VSOHQLL��ULJKW�
UKRPERLGV��ULJKW�VHUUDWXV�DQWHULRU��ULJKW�H[WHUQDO�REOLTXHV��DEGRPLQDO�IDVFLD��OHIW�LQWHUQDO�REOLTXHV��DQG�
OHIW�DGGXFWRU�FRPSOH[��7KH�SRVWHULRU�REOLTXH�FKDLQ�LV�IRUPHG�IURP�WKH�ODWLVVLPXV�GRUVL��WKRUDFROXPEDU�
IDVFLD�� FRQWUDODWHUDO� JOXWHXV� PD[LPXV�� LOLRWLELDO� EDQG�� DQG� SHURQHXV� ORQJXV�� (DFK� FKDLQ� KDV� D�
FRUUHVSRQGLQJ�SDUWQHU�FKDLQ�RQ�WKH�RSSRVLWH�VLGH�RI�WKH�ERG\��7KH\�HDFK�FURVV�WKH�PLGOLQH��FRQQHFWLQJ�
WKH�FRQWUDODWHUDO�XSSHU�DQG�ORZHU�H[WUHPLWLHV��DQG�IXQFWLRQ�WR�DFFHOHUDWH�DQG�GHFHOHUDWH�URWDWLRQ�RI�WKH�
WUXQN�DQG�H[WUHPLWLHV��7KH�OHIW�DQWHULRU�REOLTXH�FKDLQ�ZRUNV�ZLWK�WKH�FRQWUDODWHUDO�SRVWHULRU�REOLTXH�
FKDLQ�WR�LPSURYH�WKH�IRUFH�SURGXFWLRQ�DQG�UHGXFWLRQ�DELOLWLHV�RI�WKH�WUXQN�DQG�H[WUHPLWLHV��$GGLWLRQDOO\��
EHFDXVH�WKH�FKDLQV�FURVV�WKH�PLGOLQH�RI�WKH�ERG\�FRQQHFWLQJ�FRQWUDODWHUDO�OLPEV��WKH\�SURYLGH�D�FULVV�
FURVV�RU�µ;¶�W\SH�RI�VWDELOL]DWLRQ�WR�WKH�WUXQN�DQG�VSLQH��2QH�DGGLWLRQDO�FKDLQ�WKDW�SOD\V�DQ�LPSRUWDQW�
UROH�DW� WKH�KHHO� VWULNH�DQG� ORDGLQJ�SKDVHV�RI�JDLW� LV� WKH� ORQJLWXGLQDO�FKDLQ��7KLV�FKDLQ�� WKURXJK� WKH�
VDFURLOLDF� DQG� VDFURWXEHURXV� OLJDPHQWV�� IDVFLDOO\� FRQMRLQV� WKH� FRQWUDODWHUDO� HUHFWRU� VSLQDH�ZLWK� WKH�
LSVLODWHUDO�ORQJ�KHDG�RI�WKH�ELFHSV�IHPRULV��DQG�¿EXODULV�SHURQHXV�ORQJXV��ZKLFK�SUHSDUHV�WKH�ERG\�IRU�
ORDGLQJ�E\�VWDELOL]LQJ�WKH�ORZHU�H[WUHPLW\�DQG�IXQFWLRQDOO\�ORFNLQJ�WKH�VDFURLOLDF�MRLQW�

$QWHULRU�REOLTXH�FKDLQ�������������������������������������������3RVWHULRU�REOLTXH�FKDLQ�

*OXWHXV��
PD[LPXV

/DWLVVLPXV��
GRUVL

7KRUDFROXPEDU��
IDVFLD

2EOLTXHV

6HUUDWXV�
DQWHULRU

$EGRPLQDO�
IDVFLD

$GGXFWRUV
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1HHGLQJ�WR�PD[LPDOO\�DFFHOHUDWH�WKHLU�VKRXOGHU��WKH�DWKOHWH�LQ�WKH�OHIW�LPDJH�ORDGV�WKHLU�DQWHULRU�REOLTXH�
FKDLQ��:LWK�DFWLYLWLHV�UHTXLULQJ�LQFUHDVHG�VSHHG��LQGLYLGXDOV�ZLOO�SUH�ORDG�WKHLU�SRVWHULRU�REOLTXH�FKDLQ�
WR�H[WHQG�WKHLU�FRQWUDODWHUDO�VKRXOGHU�DQG�KLS�GXULQJ�WKH�SURSXOVLRQ�SKDVH�RI�WKH�UXQQLQJ�F\FOH��

86%-2-2+�8,)�',%-27�98-0->-2+�-47-0%8)6%0�%2(�'3286%0%8)6%0�78%&-0->%8-32

(DUOLHU� LQ� WKLV� ERRN� WKH� FRQFHSW� RI� HDUO\� FKLOG� GHYHORSPHQW�ZDV� EULHÀ\� WRXFKHG�XSRQ��2QH�RI� WKH�
NH\� FRQFHSWV� LV� WKDW� LQ� HDUO\� GHYHORSPHQW�� WKH� H[WUHPLWLHV� DUH� XVHG� DV� VWDEOH� SRLQWV� DQG� WKH� VSLQH�
URWDWHV�DURXQG�WKH�¿[HG�OLPE��ZKLFK�PD\�FDOO�LQWR�TXHVWLRQ�VRPH�RI�WKH�FRPPRQO\�DFFHSWHG�EHOLHIV�RI�
IXQFWLRQDO�DQDWRP\��$OVR�SUHVHQWHG�ZDV�WKH�LGHD�WKDW�PDQ\�SDWWHUQV�WKDW�FOLHQWV�DUH�DVNHG�WR�SHUIRUP�
DFWXDOO\�FRQWULEXWH�WR�PRYHPHQW�G\VIXQFWLRQ�E\�FUHDWLQJ�VWLIIQHVV�RI�WKH�WKRUD[�DQG�K\SHUPRELOLW\�DW�
WKH�VFDSXORWKRUDFLF�DQG�OXPERSHOYLF�DUWLFXODWLRQV��,Q�SDUWLFXODU��ELODWHUDO�SDWWHUQV�VXFK�DV�EDUEHOO�RU�
GXPEEHOO�YHUVLRQV�RI�WKH�EHQFK�SUHVV��URZV��SXOO�GRZQV��DQG�RYHUKHDG�SUHVVHV��VTXDWV��DQG�GHDGOLIWV�
FRQWULEXWH�WR�G\VIXQFWLRQ�EHFDXVH�WKH�WUXQN�DQG�VSLQH�DUH�FDOOHG�RQ�WR�EH�D�VWDEOH�EDVH�DQG�WKH�H[WUHPLWLHV�
DUH�PRYHG�DURXQG�WKH�¿[HG�EDVH��

8QLODWHUDO�DQG�DOWHUQDWLQJ�SDWWHUQV�KHOS�IUHH�XS�WKH�WKRUD[�DQG�DLG�GULYLQJ�PRWLRQ�WKURXJK�WKH�VSLQH��
WDNLQJ�DGYDQWDJH�RI�6HUJH�*UHFRYHWVN\¶V�FRQFHSW�RI�WKH�VSLQDO�HQJLQH��,Q�WKHVH�SDWWHUQV��WKH�IUHH�DUP�
ZLOO�EH�XVHG�WR�VWDELOL]H�RQH�VLGH�RI�WKH�WKRUD[��ZKLOH�WKH�WUXQN�DQG�VSLQH�ZLOO�GULYH�PRWLRQ�RI�WKH�IUHH�
DUP��7KH�UHVLVWHG�DUP�ZLOO�FRPSOHWH�WKH�PRWLRQ�E\�HLWKHU�SXVKLQJ�RU�SXOOLQJ�WKH�UHVLVWDQFH��

&DEOHV�DQG�UHVLVWLYH�WXELQJ�DUH�JHQHUDOO\�WKH�SUHIHUUHG�PHWKRG�RI�UHVLVWDQFH�DV�WKH\�DOORZ�WKH�FOLHQW�
WR�EH�XSULJKW�DQG�PRWLRQ�FDQ�EH�GULYHQ�LQ�DQ�LQ¿QLWH�QXPEHU�RI�GLUHFWLRQV��7KH�FDEOHV�HQKDQFH�WKH�
IXQFWLRQDO� FDUU\�RYHU� RI� WKHVH� SDWWHUQV� DQG� FDQ� PDNH� WKH� SDWWHUQV� VRPHZKDW� VSRUW� RU� RFFXSDWLRQ�
VSHFL¿F��+RZHYHU��GXPEEHOOV�DQG�NHWWOHEHOOV�FDQ�EH�XVHG�IRU�EHQW�RYHU�URZV��RYHUKHDG�SUHVVHV��DQG�
FKHVW�SUHVVHV��7KH�IRUP�RI�UHVLVWDQFH�LV�QRW�LPSRUWDQW�EXW�UDWKHU�WKH�FRQFHSWV�RI�WKH�SDWWHUQV��
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*HQHUDOO\�VSHDNLQJ�� WKH�DQWHULRU�REOLTXH�FKDLQ� LV� WUDLQHG�ZLWK�SXVKLQJ�SDWWHUQV��ZKLOH� WKH�SRVWHULRU�
REOLTXH�FKDLQ�LV�WUDLQHG�ZLWK�SXOOLQJ�SDWWHUQV��+RZHYHU��D�PRUH�UHDOLVWLF�YLHZ�LV�WKDW�WKH�ULJKW�DQWHULRU�
REOLTXH�FKDLQ� IXQFWLRQV�ZLWK� WKH� OHIW�SRVWHULRU�REOLTXH�FKDLQ�DQG�YLFH�YHUVD�� VR� WUDLQLQJ�RQH�RI� WKH�
FKDLQV�LV� OLNHO\�DOVR�ZRUNLQJ�LWV�V\QHUJLVWLF�SDUWQHU��/LVWHG�EHORZ�DUH�WKH�SDUDPHWHUV�IRU� WKH�SURSHU�
H[HFXWLRQ�RI�PRYHPHQW�SDWWHUQV��LQYROYLQJ�WKH�DQWHULRU�DQG�SRVWHULRU�REOLTXH�FKDLQV��

6IKMSRW (IWGVMTXMSR�

8LSVEGSTIPZMG�GERMWXIV� 'PMIRX�QYWX�FI�EFPI�XS�QEMRXEMR�EPMKRQIRX��EGXMZEXMSR��ERH�
HMETLVEKQEXMG�FVIEXLMRK�XLVSYKL�XLI�TEXXIVR��8LI]�QYWX�
VSXEXI�XLIMV�XVYRO�SR�E�ZIVXMGEP�E\MW�XLEX�I\XIRHW�XLVSYKL�
XLIMV�WTMRI�

0IKW� 7TPMX�WXERGI��[MXL�RIYXVEP�EPMKRQIRX�SJ�XLI�LMT��ORII��EROPI��
ERH� JSSX�� 8LI�QENSVMX]� SJ� XLI�[IMKLX� MW� SR� XLI� GPMIRX´W�
JVSRX�PIK��ETTVS\MQEXIP]���	
��[MXL�XLI�VIQEMRHIV�SR�XLI�
FEGO�PIK��8LI�LIIP�MW�VEMWIH�SR�XLI�FEGO�PIK��

0IEH�LMT� -RXIVREP�LMT� VSXEXMSR�GER�FI�HVMZIR�F]�LEZMRK� XLI�GPMIRX�
LSPH�XLI�GEFPI�MR�XLI�WEQI�LERH�EW�XLI�JSV[EVH�LMT�HYVMRK�
TYPPMRK� TEXXIVRW�� (YVMRK� TYWLMRK� TEXXIVRW�� MRXIVREP� LMT�
VSXEXMSR�MW�HVMZIR�F]�LSPHMRK�XLI�GEFPI�MR�XLI�GSRXVEPEXIVEP�
LERH�SJ�XLI�JSV[EVH�PIK��

4YWLMRK�TEXXIVRW�¯��
ERXIVMSV�SFPMUYI�GLEMR

8LI�JVII�EVQ�WXEFMPM^IW�XLI�XVYRO�EW�XLI�VIWMWXERGI�MW�TYWLIH�
E[E]�JVSQ�XLI�FSH]�IMXLIV�LSVM^SRXEPP]�SV�ZIVXMGEPP]�

4YPPMRK�TEXXIVRW�¯��
TSWXIVMSV�SFPMUYI�GLEMR

8LI� JVII� EVQ� WXEFMPM^IW� XLI� XVYRO� EW� XLI� VIWMWXERGI� MW�
TYPPIH�XS[EVHW�XLI�FSH]�IMXLIV�LSVM^SRXEPP]�SV�ZIVXMGEPP]�

,Q� LSVLODWHUDO�VXSSRUW� �OHIW� LPDJH��
WKH� OHDG� OHJ� DQG� LSVLODWHUDO� DUP�
ZLOO� EH� XVHG� DV� WKH� ¿[HG� SRLQWV��
ZKLOH� LQ� FRQWUDODWHUDO� VXSSRUW�
�LPDJH�IDU�ULJKW��WKH�OHDG�OHJ�DQG�
FRQWUDODWHUDO� DUP�ZLOO� EH� XVHG� DV�
WKH� ¿[HG� SRLQWV�� 7KH� GHFLVLRQ� WR�
XVH� RQH� RYHU� WKH� RWKHU� LV� EDVHG�
RQ� WKH� GHVLUHG� WUDLQLQJ� JRDOV��
DQG� QHHGV� RI� WKH� FOLHQW�� (DFK�
SDWWHUQ� ZLOO� EH� XVHG� DW� GLIIHUHQW�
WLPHV� WR� HOLFLW� VSHFL¿F� UHVXOWV�
WKURXJKRXW�WKH�FRUUHFWLYH�H[HUFLVH�
DQG�IXQFWLRQDO�SURJUHVVLRQV��
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7UDLQLQJ� WKH� DQWHULRU� REOLTXH� FKDLQ�� FDEOH� FKHVW� SUHVV� ±� LSVLODWHUDO� VXSSRUW� �VHH� LPDJHV� DERYH����
7KH�FOLHQW�PDLQWDLQV�D�VWDEOH�EDVH�LQ�WKH�OHIW�XSSHU�DQG�ORZHU�H[WUHPLWLHV�DQG�DOORZV�WKH�WUXQN�DQG�VSLQH�
WR�GULYH�WKH�PRWLRQ��

7UDLQLQJ�WKH�SRVWHULRU�REOLTXH�FKDLQ��RQH�DUP�FDEOH�URZ�±�FRQWUDODWHUDO�VXSSRUW��VHH�LPDJHV�DERYH���
&RQWUDODWHUDO�VXSSRUW�FDQ�KHOS�GULYH� LQWHUQDO�KLS�URWDWLRQ�RI� WKH� OHDG�KLS�DV� WKH� WUXQN�DQG�VSLQH�DUH�
URWDWHG�RYHU�WKH�VWDWLRQDU\�OLPE�
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7KH�VTXDUHG�SHOYLV�FRPHV�IURP�WKH�LGHD�RI�WKH�FOLHQW�EHLQJ�DEOH�WR�µVTXDUH¶�WKHLU�SHOYLF�S\UDPLG�RYHU�
WKH�IHPRUDO�KHDGV�DQG�PDLQWDLQ�WKLV�DOLJQPHQW�GXULQJ�IXQFWLRQDO�PRYHPHQW�SDWWHUQV��7KLQNLQJ�RI�WKH�
SHOYLV�DQG�KLSV�DV�D�S\UDPLG��WKH�EDVH�PXVW�EH�VTXDUHG�LQ�UHODWLRQ�WR�WKH�ORZHU�H[WUHPLW\�GXULQJ�ORZHU�
H[WUHPLW\�SDWWHUQV��:KLOH�LQ�UHDO�OLIH�DQG�VSRUW�WKLV�SRVLWLRQ�LV�UDUHO\�DFKLHYHG��WKH�JRDO�RI�VTXDULQJ�WKH�
SHOYLV�LV�WR�DFWLYDWH�WKH�GHHS�KLS�VWDELOL]HUV�ZKLOH�PDLQWDLQLQJ�D�VWDEOH�EDVH�IRU�WKH�VSLQH��DQ�RSWLPDO�
D[LV�RI� URWDWLRQ� IRU� WKH�KLS�� DQG� LGHDO� ORZHU�H[WUHPLW\�PHFKDQLFV��7KH�YLVXDO� FXH�RI� VWDQGLQJ�RQ�D�
FORFN�LV�XVHIXO��ZKHUH�WKH�FOLHQW�LV�IDFLQJ������DQG�WKH�SHOYLV�UHPDLQV�VTXDUHG�ZLWK�WKH�KLSV�DW�WKH������
DQG������SRVLWLRQV��7KLV�SRVLWLRQ�VKRXOG�EH�PDLQWDLQHG�ZKHWKHU�SHUIRUPLQJ�D�PRYHPHQW�SDWWHUQ�LQ�D�
ELODWHUDO��VSOLW��RU�XQLODWHUDO�VWDQFH��

7KH�SHOYLV� LV�D� IXQFWLRQDO�S\UDPLG�VXSSRUWHG�E\�
WKH�ORZHU�H[WUHPLWLHV��,W�IXQFWLRQV�WR�VXSSRUW� WKH�
ZHLJKW�RI�WKH�WUXQN��VSLQH��DQG�XSSHU�H[WUHPLWLHV��
DV�ZHOO� DV� DEVRUE� DQG� GLVVLSDWH� JURXQG� UHDFWLRQ�
IRUFHV� IURP� WKH� ORZHU� H[WUHPLWLHV�� $FKLHYLQJ�
RSWLPDO� DOLJQPHQW� DQG� VWDELOL]DWLRQ� RI� WKH�
WKRUDFRSHOYLF� FDQLVWHU� LV� D� SUHUHTXLVLWH� RI� WKH�
VTXDUHG�SHOYLV��7KH�DELOLW\�WR�VWDELOL]H�WKH�WKRUD[�
RYHU�WKH�SHOYLV�DQG�WKH�SHOYLV�XQGHU�WKH�WKRUD[�LV�
NH\�WR�LPSURYLQJ�IXQFWLRQ�RI�WKH�ORZHU�H[WUHPLW\��
$OWHUDWLRQV�LQ�WKRUDFRSHOYLF�VWDELOL]DWLRQ�UHVXOW�LQ�
DOWHUDWLRQV�LQ�ORZHU�H[WUHPLW\�VWDELOL]DWLRQ��

7KH� GHHS� URWDWRUV� RI� WKH� KLS� DQG� WKH� FRFF\JHDO�
¿EHUV� RI� WKH� JOXWHXV� PD[LPXV� DUH� UHVSRQVLEOH� IRU�
DVVLVWLQJ� OHYHOLQJ�RI� WKH� SHOYLV��'LUHFWO\�� WKH\�KHOS�
GUDZ� WKH� IHPXU� SRVWHULRUO\� ZLWKLQ� WKH� DFHWDEXOXP�
DQG��IDVFLDOO\��KHOS�SXOO�WKH�SHOYLV�XS�RYHU�WKH�IHPXU�
�DUURZ���7KLV� SRVLWLRQ� LV� NH\� WR� RSWLPDO� DOLJQPHQW�
DQG�SHUIRUPDQFH�RI�DOO�ORZHU�H[WUHPLW\�SDWWHUQV��
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8,)�*338�86-43(�
7KH� IRRW� HVVHQWLDOO\� IXQFWLRQV� DV� D� WULSRG�� EDODQFLQJ� GHOLFDWHO\� RQ� WKH� KHDGV� RI� WKH� ¿UVW� DQG� ¿IWK�
PHWDWDUVDOV� DQG� WKH� FDOFDQHXV�� 7KLV� SRVLWLRQ� KHOSV� FUHDWH� WKH� SRVLWLYH� VXSSRUW� UHÀH[�� ZKLFK� WXUQV�
WKH�ORZHU�H[WUHPLW\�LQWR�D�ULJLG�OHYHU�IRU�VXSSRUW�GXULQJ�ORZHU�H[WUHPLW\�PRYHPHQW�SDWWHUQV��:KLOH�
IXQFWLRQDO�WUDLQLQJ�SXULVWV�DQG�ELRPHFKDQLVWV�PD\�DUJXH�WKH�SRLQW�WKDW�WKH�WULSRG�LV�QRW�ELRPHFKDQLFDOO\�
FRUUHFW�GXULQJ�IXQFWLRQDO�PRYHPHQW�SDWWHUQV��WKH�JRDO�RI�WKH�IRRW�WULSRG�LV�WR�KHOS�LPSURYH�D�FOLHQW¶V�
DZDUHQHVV�RI�WKHLU�IRRW�SRVLWLRQ�DV�ZHOO�DV�LPSURYH�WKH�IXQFWLRQDO�FRQWURO�RI�WKH�DUFKHV�RI�WKH�IRRW��
(YHQ�WKH�FOLHQW�ZLWK�D�µÀDW¶�IRRW�VKRXOG�VWULYH�WR�DFKLHYH�WKH�WULSRG��DOEHLW�D�ORZHU�WULSRG�SRVLWLRQ�ZLWK�
WKH�JRDO�QRW�EHLQJ�WR�QHFHVVDULO\�UHVWRUH�WKH�DUFKHV�EXW�UDWKHU�WR�DFWLYDWH�WKH�LQWULQVLF�PXVFOHV�UHTXLUHG�
WR�KHOS�VWDELOL]H�WKH�IRRW�DUFKLWHFWXUH��

7KH�FOLHQW�LV�LQVWUXFWHG�WR�PDLQWDLQ�WKH�WULSRG�DQG�YLVXDOL]H�D�WHQVLRQ�ZLUH�IURP�MXVW�EHKLQG�WKHLU�ELJ�WRH�
WR�WKH�PHGLDO�DVSHFW�RI�WKHLU�KHHO��KRUL]RQWDO�DUURZ���'XULQJ�ORZHU�H[WUHPLW\�SDWWHUQLQJ�VXFK�DV�VTXDWV�
DQG�OXQJHV��WKH\�YLVXDOL]H�DERXW�LQLWLDWLQJ�WKH�OLIW�IURP�WKH�DSH[�RI�WKHLU�PHGLDO�DUFK��YHUWLFDO�DUURZ���
7KLV�LV�D�SRZHUIXO�FXH�WR�KHOS�WKH�FOLHQW�FRQQHFW�WKHLU�IRRW�WR�WKHLU�ORZHU�H[WUHPLW\�DQG�WR�IXQFWLRQDOO\�
µOLJKWHQ¶�WKH�ORDG�WKURXJK�WKHLU�WUDQVYHUVH�DQG�PHGLDO�DUFKHV���

7KH�IRRW�WULSRG�VKRXOG�EH�PDLQWDLQHG�GXULQJ�DOO�ORZHU�H[WUHPLW\�SDWWHUQV��*HQHUDOO\�FXLQJ�VKRXOG�EH�
SHUIRUPHG�ZLWK�WKH�QDNHG�IRRW�VR�WKDW�WKH�WUDLQHU�RU�WKHUDSLVW�FDQ�HYDOXDWH�WKH�FRPSHWHQFH�RI�WKH�IRRW�
DUFKLWHFWXUH�DQG�PXVFXODWXUH�DQG�VR�WKDW�WKH�FOLHQW�FDQ�VHH�DQG�IHHO�ZKDW�WKHLU�IRRW�LV�GRLQJ�DQG�XWLOL]H�
WKHVH�PHFKDQLFV�HYHQ�ZKHQ�ZHDULQJ�VKRHV�
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)RU� FOLHQWV�ZKR� H[SHULHQFH� GLI¿FXOW\� LQ� JHWWLQJ� LQWR�
RU� PDLQWDLQLQJ� WKLV� SRVLWLRQ�� EHJLQ� VHDWHG� DQG� WKHQ�
SURJUHVV� WR� D� SDUDOOHO� VWDQFH� EHIRUH� SURJUHVVLQJ� WR�
WKH� VSOLW� VWDQFH� SRVLWLRQ�� 7KH� FOLHQW� DOZD\V� EHJLQV�
LQ� D� VTXDUHG� SHOYLV� DQG� ORQJ� VSLQH� SRVLWLRQ�� )RU� WKH�
DGYDQFHG�FOLHQW�ZKR�FDQ�EHJLQ�LQ�D�VSOLW�VWDQFH�SRVLWLRQ��
IROORZ�WKH�VWHSV�EHORZ�WR�DFWLYDWH�DQG�FRQQHFW�WKH�IRRW�
WULSRG�WR�WKH�ORZHU�NLQHWLF�FKDLQ��

�� 7KH�FOLHQW�VWDUWV�E\�SODFLQJ�WKH�ELJ�WRH�DQG�PHGLDO�
DVSHFW�RI�WKHLU�IRRW�RQWR�WKH�ÀRRU�

�� 0DLQWDLQLQJ�WKH�FRQQHFWLRQ�RI�WKH�¿UVW�GLJLW�DQG�WKH�
PHGLDO� DVSHFW� RI� WKH� FDOFDQHXV�� WKH� FOLHQW� VORZO\�
UROOV�WKHLU�IRRW�XQWLO�WKH�¿IWK�WRH�LV�¿UPO\�RQ�WKH�ÀRRU�

�� 0DLQWDLQLQJ�WKLV�IRRW�SRVLWLRQ��WKH\�WKHQ�DFWLYDWH�WKHLU�GHHS�H[WHUQDO�KLS�URWDWRUV�WR�H[WHUQDOO\�URWDWH�
WKH�ORZHU�H[WUHPLW\�DQG�DOLJQ�WKH�NLQHWLF�FKDLQ��7KH�FOLHQW�URWDWHV�WKH�KLS�RQO\�DV�IDU�DV�WKH\�DUH�DEOH�
ZKLOH�PDLQWDLQLQJ�WKH�IRRW�WULSRG��

$FWLYDWLRQ�RI� WKH�PHGLDO�IRRW�VWDELOL]HUV�DQG�GHHS�KLS�URWDWRUV�KHOSV�PDLQWDLQ�RSWLPDO�DOLJQPHQW�RI�
WKH�HQWLUH� ORZHU�NLQHWLF�FKDLQ��7KH�FOLHQW� VKRXOG�EH�DEOH� WR�PDLQWDLQ� WKLV�DOLJQPHQW� WKURXJKRXW� WKH�
IXQGDPHQWDO�PRYHPHQW�SDWWHUQV��2QFH� WKH�FOLHQW� LV� DEOH� WR�PDLQWDLQ� WKLV� DFWLYDWLRQ� VHTXHQFH�� WKH\�
EHJLQ�ZLWK�VPDOO�VTXDWV�WR�KHOS�WKHP�OHDUQ�RSWLPDO�FRQWURO�RI�WKLV�DOLJQPHQW�WKURXJK�WKH�SDWWHUQ��7KH\�
WKHQ�SURJUHVV�WR�GHHSHU�SDWWHUQV�DQG�PRUH�XQVWDEOH�SDWWHUQV�VXFK�DV�WKH�VSOLW�VTXDW�SRVLWLRQ�DV�GHVFULEHG�
DERYH��)ROORZ�WKH�SURSHU�SURJUHVVLRQV��VWRSSLQJ�WKH�SDWWHUQ�RQFH�WKH�FOLHQW�LV�XQDEOH�WR�VWDELOL]H�DQ\�
VHJPHQW�RI�WKH�NLQHWLF�FKDLQ����

7KHUH�DUH�WZR�G\VIXQFWLRQDO�VWDELOL]DWLRQ�SDWWHUQV�WKDW�DUH�FRPPRQ�ZLWK�SRRU�FRQQHFWLRQ�WKURXJK�WKH�
PHGLDO�VWDELOL]DWLRQ�FKDLQ��PHGLDO�FROXPQ�RI�IRRW��DGGXFWRUV��DQG�VDFUDO�DQG�FRFF\JHDO�GLYLVLRQV�RI�
WKH�JOXWHXV�PD[LPXV���7KH�¿UVW�LV�LQ�FOLHQWV�ZLWK�SRRU�LQWHUQDO�KLS�URWDWLRQ�VHFRQGDU\�WR�RYHUDFWLYLW\�
RI� WKH� SRVWHULRU� KLS� FRPSOH[�� UHVWULFWLRQ� LQ� WKH�
SRVWHULRU� MRLQW� FDSVXOH�� DQG�RU� D� FRPELQDWLRQ� RI�
D�JHQX�YDUXV�NQHH�SRVLWLRQ�DQG�D�VXSLQDWHG��KLJK�
DUFK�IRRW��LPDJH�EHORZ�OHIW���7KH�FOLHQW�LV�XQDEOH�
WR�ORDG�WKURXJK�WKH�PHGLDO�DVSHFW�RI�WKHLU�OHJ�DQG�
IRRW�� 7KH� VHFRQG� SDWWHUQ� LV� ZKHQ� WKHUH� LV� SRRU�
FRQWURO�RI�KLS�URWDWLRQ��ZKLFK�OHDGV�WR�LQFUHDVHV�LQ�
LQWHUQDO�URWDWLRQ�DQG�DGGXFWLRQ�RI�WKH�NQHH��LPDJH�
IDU�ULJKW���7KLV�LV�D�FRPPRQ�G\VIXQFWLRQDO�SDWWHUQ��
ZKLFK� LQFUHDVHV�PHGLDO� VWUHVV�RQ� WKH�NQHH� DQG� LV�
D� FRQWULEXWRU� WR� LQMXULHV� RI� WKH� PHGLDO� FROODWHUDO�
OLJDPHQW�� PHGLDO� PHQLVFXV�� DQG� DQWHULRU� FUXFLDWH�
OLJDPHQWV�GXULQJ�IXQFWLRQDO�DFWLYLWLHV��7KHVH�SDWWHUQV�PXVW�EH�FRUUHFWHG�SULRU�WR�IXQFWLRQDO�ORDGLQJ�RU�
WKH�FOLHQW�LV�DW�ULVN�RI�GHYHORSLQJ�UHSHWLWLYH�PRYHPHQW�G\VIXQFWLRQV�DQG�RU�VRIW�WLVVXH�LQMXU\��
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5HVSLUDWLRQ� LV� WKH� VLQJOH� PRVW� LPSRUWDQW� IXQFWLRQ� RI� WKH� QHXURPXVFXORIDVFLDO� V\VWHP�� :KLOH��
G\VIXQFWLRQ�RI�WKH�GLDSKUDJP�LQ�SRVWXUDO�VWDELOL]DWLRQ�KDV�EHHQ�QRWHG�LQ�VHYHUDO�VWXGLHV��+RGJHV�HW�DO�
�������SRRU�UHVSLUDWRU\�KDELWV�KDYH�DOVR�EHHQ�OLQNHG�WR�JOREDO�LVVXHV�LQFOXGLQJ�DQ[LHW\��K\SHUWHQVLRQ��
KHDGDFKHV��LUULWDEOH�ERZHO�GLVHDVH��DQG�GL]]LQHVV��/XP��������7KHUHIRUH��LW�LV�LPSHUDWLYH�WR�LPSURYH�
UHVSLUDWLRQ�DQG�LQFOXGH�LW�LQ�WKH�FRUUHFWLRQ�VWUDWHJ\�RI�FRPPRQ�G\VIXQFWLRQDO�PRYHPHQW�SDWWHUQV�RI�
WKH�KLS�DQG�VKRXOGHU��

:KLOH�IDFWRUV�VXFK�DV�VPRNLQJ�DUH�REYLRXV�FRQWULEXWRUV�WR�FKDQJHV�LQ�UHVSLUDWRU\�SDWWHUQV��WKHUH�DUH�
VHYHUDO�FDXVDWLYH�IDFWRUV�WKDW�OLH�EHQHDWK�WKH�UDGDU�LQFOXGLQJ�

�� DVWKPD�

�� FKURQLF�VWUHVV�DQG�RU�SDLQ�

�� H[HUFLVH�WKDW�LV�WRR�LQWHQVH�IRU�WKH�FOLHQW¶V�FXUUHQW�OHYHO�RI�FRQGLWLRQLQJ�

�� FKURQLF�DOOHUJLHV�

�� FKURQLF�RYHUXVH�RI�VWLPXODQWV�VXFK�DV�FDIIHLQH�DQG�RYHU�WKH�FRXQWHU�GLHW�SURGXFWV�DQG�HQHUJ\�GULQNV�
WKDW�VWLPXODWH�WKH�V\PSDWKHWLF�QHUYRXV�V\VWHP�

�� FKURQLF�LQÀDPPDWLRQ�RI�WKH�UHVSLUDWRU\�WUDFW�VXFK�DV�VLQXVLWLV��

�� GLVHDVH�SURFHVVHV�VXFK�DV�FKURQLF�REVWUXFWLYH�SXOPRQDU\�GLVHDVH�

+RZHYHU��WKH�FKDOOHQJH�IRU�WKH�WUDLQHU�DQG�WKHUDSLVW�LV�LQ�FRQYLQFLQJ�WKHLU�FOLHQWV�RI�WKH�LPSRUWDQFH�
RI�SURSHU�EUHDWKLQJ�LQ�WKH�UHVWRUDWLRQ�RI�QRUPDO�IXQFWLRQ�DQG�WKH�GHYHORSPHQW�RI�HI¿FLHQW�PRYHPHQW�
SDWWHUQV�� 8QIRUWXQDWHO\�� ZKLOH� PDQ\� FOLHQWV� UDUHO\� FRPH� LQ� ZLWK� WKH� FKLHI� FRPSODLQW� RI� EUHDWKLQJ�
GLI¿FXOWLHV��WKH\�RIWHQ�SUHVHQW�ZLWK�FOLQLFDO�VLJQV�RI�SRRU�EUHDWKLQJ�VWHUHRW\SH��7KH�IROORZLQJ�LV�D�VKRUW�
OLVW�RI�FRPPRQ�VLJQV�RI�UHVSLUDWRU\�GLVWUHVV��/LNH�PRVW�PRYHPHQW�G\VIXQFWLRQV��WKH\�DUH�IDU�HDVLHU�WR�
UHFRJQL]H�LQ�WKH�ODWHU�VWDJHV�RI�WKH�GLVHDVH�SURFHVV�WKDQ�LQ�WKH�HDUOLHU�VWDJHV�

�� )RUZDUG� KHDG� SRVWXUH�� 7KH� DFFHVVRU\� PXVFOHV� RI� UHVSLUDWLRQ� �SULPDULO\� WKH� VFDOHQHV� DQG�
VWHUQRFOHLGRPDVWRLG��EHFRPH�RYHUDFWLYH�DV�WKH\�ZRUN�WR�HOHYDWH�WKH�WKRUD[��UHVXOWLQJ�LQ�VKRUWQHVV�
DQG�VWLIIQHVV�RI�WKHVH�PXVFOHV��7KLV�LQ�WXUQ�SXOOV�WKH�KHDG�IRUZDUG�DQG�LQWR�VXERFFLSLWDO�H[WHQVLRQ��
SRWHQWLDOO\�LQFUHDVLQJ�WKH�OLNHOLKRRG�RI�KHDGDFKHV�DQG�WHPSRURPDQGLEXODU�LVVXHV�

�� $QWHULRU�WLOW�RI�WKH�VFDSXOD��7KH�VFDSXOD�JHWV�SXOOHG�RYHU�WKH�WKRUD[�E\�WKH�RYHUDFWLYH�SHFWRUDOLV�
PLQRU��DQRWKHU�DFFHVVRU\�PXVFOH�RI�UHVSLUDWLRQ���UHVXOWLQJ�LQ�WKH�ZLQJHG��DQWHULRUO\�WLOWHG�VFDSXOD�
SRVWXUH����

�� 5LE�FDJH�ÀDUH��7KH�LQWHUFRVWDO�VSDFH�DQG�WKH�DQJOH�RI�WKH�ULEV�LQFUHDVH��SURGXFLQJ�D�ZLGH�SRVLWLRQ�
RI� WKH�ULE�FDJH��7KLV�SRVLWLRQ� LV�DOVR�H[DJJHUDWHG�E\�VWLIIQHVV� LQ� WKH� ODWHUDO�DQG�SRVWHULRU�DVSHFWV��
RI�WKH�WKRUD[��UHVXOWLQJ�LQ�WKH�FOLHQW¶V�LQDELOLW\�WR�HI¿FLHQWO\�SHUIRUP�ODWHUDO�DQG�SRVWHULRU�H[FXUVLRQ�
RI�WKH�GLDSKUDJP��7KLV�ULE�FDJH�SRVWXUH�DOVR�OHDGV�WR�RYHUVWUHWFKLQJ�RI�WKH�DQWHULRU�DEGRPLQDO�ZDOO�
DQG�DQ� LQVSLUDWRU\�SRVLWLRQ�RI� WKH�GLDSKUDJP��DQG� LV� D�FRPPRQ�FDXVH�RI�DEGRPLQDO�KHUQLDV�DQG�
GLDVWDVLV�UHFWL�
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�� 6WLIIQHVV�RI�WKH�WKRUD[��7KH�WKRUD[�EHFRPHV�VWLII�DV�WKH�FOLHQW�LQFUHDVHV�WKH�XVH�RI�WKH�DFFHVVRU\�
PXVFOHV�� ORVHV� WKH� VWDELOL]DWLRQ� IXQFWLRQ� RI� WKH� GLDSKUDJP�� DQG� VXEVHTXHQWO\� RYHUXVHV� WKH� ODUJH�
WKRUDFLF�PXVFOHV�IRU�DGGLWLRQDO�WUXQN�VWDELOLW\�

�� 5HVSLUDWRU\�UDWH��7KH�FOLHQW�ZLOO�JHQHUDOO\�EUHDWKH�VKDOORZHU�DQG�PRUH�UDSLGO\�ZKHQ�XVLQJ�D�SRRU�
EUHDWKLQJ�VWUDWHJ\��$V�D� UHVXOW�� WKH� UHVSLUDWRU\�DQG�FDUGLDF� UDWHV� LQFUHDVH�DV� WKH�ERG\�DWWHPSWV� WR�
LPSURYH� R[\JHQDWLRQ� WR� WKH� ERG\��7KLV� FDQ� OHDG� WR� VHYHUDO� JOREDO� V\PSWRPV�� LQFOXGLQJ� DQ[LHW\��
K\SHUWHQVLRQ��DQG�GL]]LQHVV��DV�ZHOO�DV�FRQWULEXWHV�WR�RYHUORDGLQJ�WKH�DFFHVVRU\�PXVFOH�V\VWHP��7KH�
FOLHQW�PD\�DSSHDU�WR�µVLJK¶�D�ORW�LQ�DQ�DWWHPSW�WR�H[SHO�WKH�DLU�IURP�WKHLU�OXQJV���

�� $GGLWLRQDO�VLJQV��7KHVH�FDQ�LQFOXGH�K\SHUWURSK\�RI�WKH�VFDOHQH��VWHUQRFOHLGRPDVWRLG�DQG�SHFWRUDOLV�
PLQRU�PXVFOHV��DV�ZHOO�DV�LQFUHDVHG�VNLQ�SLJPHQWDWLRQ��XVXDOO\�D�GHHS�UHGGLVK�FRORU���PRVW�REYLRXV�
LQ�WKH�IDFH�DQG�QHFN��

7KHUH� DUH� VHYHUDO� UHDVRQV� WR� LQFOXGH� EUHDWKLQJ� LQ� LPSURYLQJ� IXQFWLRQ� RI� WKH� KLS� DQG� VKRXOGHU��
'LDSKUDJPDWLF�EUHDWKLQJ��

��� KHOSV�UHVWRUH�DOLJQPHQW�RI�WKH�D[LDO�VNHOHWRQ��WUXQN�DQG�VSLQH���ZKLFK�LQ�WXUQ�ZLOO�KHOS�DOLJQ�WKH�
DSSHQGLFXODU�VNHOHWRQ��OLPEV��

��� GHFUHDVHV�DFFHVVRU\�PXVFOH�DFWLYLW\��ZKLFK�ZLOO�GLPLQLVK�VRPH�RI�WKH�JOREDO�ULJLGLW\�HVSHFLDOO\�LQ�
WKH�PXVFOHV�GLUHFWO\�FRQQHFWLQJ�WKH�VKRXOGHUV�DQG�KLSV�WR�WKH�QHFN�DQG�WUXQN��

��� DFWLYDWHV� WKH� SDUDV\PSDWKHWLF� QHUYRXV� V\VWHP� DQG� GRZQ�UHJXODWHV� WKH� V\PSDWKHWLF� QHUYRXV�
V\VWHP��LPSURYLQJ�RYHUDOO�VHQVH�RI�ZHOO�EHLQJ�DV�ZHOO�DV�PDNLQJ�LW�HDVLHU�IRU�WKH�FOLHQW�WR�DGRSW�
QHZ�PRYHPHQW�VWUDWHJLHV��

��� LPSURYHV�R[\JHQDWLRQ�RI�WKH�ERG\��ZKLFK�FDQ�GHFUHDVH�SDLQ�DQG�VHQVLWLYLW\���

��� LPSURYHV�D�FOLHQW¶V�DZDUHQHVV�RI�WKHLU�ERG\�

7KH� VWDELOL]DWLRQ� DSSURDFK� WKDW� IROORZV� LV� PRGL¿HG� DQG� DGDSWHG� IURP� 3DYHO� .RODU¶V� G\QDPLF�
QHXURPXVFXODU� VWDELOL]DWLRQ� DQG� 6KLUOH\� 6DKUPDQQ¶V� ORZHU� DEGRPLQDO� SURJUHVVLRQ� VHULHV�� 7KH�
YLVXDOL]DWLRQ�DQG�DOLJQPHQW�FXHV�DUH�PRGL¿HG�DQG�DGDSWHG�IURP�/LQGD�-R\�/HH���������

/I]�8S�7YGGIWW
'SSVHMREXMSR�SJ�6IWTMVEXMSR

8LI�OI]�XS�MQTVSZMRK�WXEFMPM^EXMSR�JYRGXMSR�SJ�XLI�XVYRO�ERH�WTMRI�PMIW�MR�XLI�EFMPMX]�XS�QEMRXEMR�EGXMZEXMSR�
SJ�XLI�HIIT�WXEFMPM^EXMSR�W]WXIQ�[LMPI�HMETLVEKQEXMGEPP]�FVIEXLMRK��'PMIRXW�[MXL�WTMRI�ERH�XVYRO�MRWXEFMPMX]�
KIRIVEPP]�LEZI�E�TSSV�EFMPMX]�XS�GSSVHMREXI�HMETLVEKQEXMG�FVIEXLMRK�ERH�XIRH�XS�HIZIPST�VIWXVMGXMSRW�SJ�
XLI�LMT�ERH�WLSYPHIV�GSQTPI\IW��

/)=�� -QTVSZMRK� HMETLVEKQEXMG� FVIEXLMRK� ERH� GS�EGXMZEXMSR� SJ� XLI� HIIT� WXEFMPM^EXMSR� W]WXIQ� MW� ER�
MQTSVXERX�½VWX�PIZIP�GSVVIGXMSR�JSV�MQTVSZMRK�JYRGXMSR�SJ�XLI�LMT�ERH�WLSYPHIV�GSQTPI\IW�
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7KH�FOLHQW�OLHV�VXSLQH�ZLWK�KHU�OHJV�HOHYDWHG�RQ�D�EDOO�RU�EHQFK��VR�WKDW�KHU�KLSV�DQG�NQHHV�DUH�DW����
GHJUHH�ÀH[LRQ�DQG�KHU�DUPV�UHVWLQJ�DW�KHU�VLGHV��,I�WKH�KHDG�DQG�QHFN�DUH�LQ�H[FHVVLYH�H[WHQVLRQ��D�SLOORZ�
LV�SODFHG�XQGHU�WKH�KHDG�WR�SRVLWLRQ�WKH�KHDG�DQG�QHFN�LQ�D�PRUH�QHXWUDO�DOLJQPHQW��7KH�JRDO�RI�WKLV�
SRVWXUH�LV�WR�UHOD[�WKH�QHXURPXVFXORVNHOHWDO�V\VWHP�DV�ZHOO�DV�DOLJQ�WKH�GLDSKUDJP�ZLWK�WKH�SHOYLF�ÀRRU�

1H[W�WKH�FOLHQW�LV�DVNHG�WR�EUHDWKH�ODWHUDOO\�DQG�SRVWHULRUO\�LQWR�KHU�ULE�FDJH��:KLOH�WKH�ULE�FDJH�VKRXOG�
HOHYDWH�VXSHULRUO\�DQG�WKH�DEGRPHQ�VKRXOG�ULVH��WKH�ODUJH�PDMRULW\�RI�WKH�PRWLRQ�VKRXOG�FRPH�IURP�
ODWHUDO� DQG� SRVWHULRU� H[FXUVLRQ� RI� WKH� GLDSKUDJP�� +HQFH�� LW� VKRXOG� DSSHDU� DV� LI� WKH� WKRUDFRSHOYLF�
FDQLVWHU�LV�D�JLDQW�EDOORRQ�DQG�HQODUJHV�ZLWK�LQKDODWLRQ�DQG�GHÀDWHV�VOLJKWO\�ZLWK�H[KDODWLRQ��7KH�LGHDO�
GXUDWLRQ�RI� WKH�H[SLUDWRU\�SKDVH�VKRXOG�EH�DSSUR[LPDWHO\�RQH�DQG�D�KDOI� WLPHV�WKH�LQVSLUDWRU\�UDWH��
:KHQ�UHWUDLQLQJ�FOLHQWV�ZLWK�SRRU�EUHDWKLQJ�VWHUHRW\SHV��LW�LV�KHOSIXO�WR�KDYH�WKHP�SDXVH�IRU�D�VHFRQG�DW�
WKH�HQG�RI�WKH�H[KDODWLRQ�SULRU�WR�WDNLQJ�DQRWKHU�EUHDWK�LQ��DV�ZHOO�DV�DW�WKH�HQG�RI�WKH�LQVSLUDWLRQ�EHIRUH�
H[KDOLQJ��7KLV�KHOSV�VORZ�WKH�FOLHQW¶V�UDWH�RI�EUHDWKLQJ�ZKLOH�DOORZLQJ�WKHP�WR�WDNH�IXOO�DGYDQWDJH�RI�
WKH�OXQJ�YROXPH�DV�ZHOO�DV�WKH�LQVSLUDWRU\�UHÀH[�WKDW�FRPHV�DW�WKH�HQG�RI�D�IXOO�H[SLUDWLRQ��7KH�FOLHQW�
UHSHDWV�IRU�VHYHUDO�EUHDWKV�EHIRUH�UHWXUQLQJ�WR�WKHLU�QRUPDO�UHVSLUDWRU\�SDWWHUQ��:LWK�FOLHQWV�ZKR�KDYH�
DQ�H[FHVVLYHO\�VWLII�WKRUD[��RQH�EUHDWK�F\FOH�XVLQJ�WKH�DERYH�VWUDWHJ\�PD\�EH�DOO�WKH\�DUH�DEOH�WR�KDQGOH�
EHIRUH�WKH\�KDYH�WR�UHVW��

7KH�WUDLQHU�RU�WKHUDSLVW�FDQ�IDFLOLWDWH�SRVWHULRU�DQG�ODWHUDO�GLDSKUDJPDWLF�H[FXUVLRQ�E\�NLQHVWKHWLFDOO\�
FXLQJ�WKH�FOLHQW��7KH�WUDLQHU�RU�WKHUDSLVW�SODFHV�WKHLU�KDQGV�RYHU�WKH�SRVWHULRU�DVSHFW�RI�WKH�WKRUD[�DQG�
SURYLGHV�D�JHQWOH�VTXHH]H�PHGLDOO\�ZKLOH�FXLQJ�WKH�FOLHQW�WR�µEUHDWKH�LQWR�P\�KDQGV�¶�7KH�WUDLQHU�FDQ�
IDFLOLWDWH�D�PRUH�FDXGDO�ULE�FDJH�SRVLWLRQ�DQG�H[SLUDWLRQ�E\�SODFLQJ�WKHLU�KDQGV�RYHU�WKH�DQWHULRU�SRUWLRQ�
RI�WKH�WKRUD[�DQG�JHQWO\�JOLGLQJ�WKH�WKRUD[�LQIHULRUO\�GXULQJ�WKH�H[SLUDWRU\�SKDVH��
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1H[W�WKH�FOLHQW�PXVW�EH�LQVWUXFWHG�RQ�KRZ�WR�RSWLPDOO\�DFWLYDWH�WKHLU�GHHS�VWDELOL]DWLRQ�V\VWHP��5HVHDUFK�
KDV�FRQVLVWHQWO\�GHPRQVWUDWHG�GH¿FLHQFLHV�LQ�WKH�DELOLW\�WR�DFWLYDWH�WKH�GHHS�VWDELOL]DWLRQ�V\VWHP�LQ�
LQGLYLGXDOV�ZLWK� FKURQLF� ORZ� EDFN� SDLQ� �+RGJHV� HW� DO� �������:KLOH� VRPH� TXHVWLRQ� WKH� YDOLGLW\� RI�
LVRODWHG�WUDLQLQJ�RI�WKH�GHHS�VWDELOL]DWLRQ�V\VWHP��0F*LOO�������WKHUH�LV�VXI¿FLHQW�UHVHDUFK��+RGJHV�
HW� DO� ������/HH� ������/HH� ������ DQG� FOLQLFDO� HYLGHQFH� WKDW� VXSSRUWV� WKLV� DSSURDFK��8QIRUWXQDWHO\��
IRU�FOLHQWV�ZLWK�WKH�FKURQLF�ORZ�EDFN�SDLQ��EUDFLQJ�VWUDWHJLHV�DUH�JHQHUDOO\�WKHLU�GHIDXOW�VWDELOL]DWLRQ�
VWUDWHJLHV��DQG�HYLGHQFH�VXJJHVWV�WKRVH�LQGLYLGXDOV�PD\�KDYH�WRR�PXFK�DFWLYDWLRQ�RI�WKH�JOREDO�V\VWHP��
7KHUHIRUH�D�OLJKWHU��VXEPD[LPDO�HIIRUW�LV�XWLOL]HG��DQG�YHUEDO�FXHV�VXFK�DV�µWLJKWHQ�\RXU�VWRPDFK�DV�LI�
\RX�DUH�JRLQJ�WR�EH�SXQFKHG¶�VKRXOG�QRW�EH�XVHG�ZLWK�WKHVH�FOLHQWV��

7KH�FOLHQW�LV�DVNHG�WR�WDNH�D�GHHS�EUHDWK�LQ�DQG�OHW�DOO�WKH�DLU�RXW��7KH�WUDLQHU�RU�WKHUDSLVW�WKHQ�DWWHPSWV�
WR�JHQWO\�SXVK�WKHLU�LQGH[�¿QJHUV�LQWR�WKH�FOLHQW¶V�DEGRPHQ�MXVW�LQVLGH�WKH�DQWHULRU�VXSHULRU�LOLDF�VSLQHV��
,W�VKRXOG�IHHO�DV�LI�WKH�FOLHQW�SXVKHV�VOLJKWO\�RXW�LQWR�WKH�WKHUDSLVW¶V�KDQGV�DV�VKH�DFWLYDWHV�KHU�GHHS�
DEGRPLQDO�ZDOO��7KH�WUDLQHU�RU�WKHUDSLVW�FDQ�UHSHDW�WKLV�SURFHGXUH�WR�HQVXUH�ODWHUDO�ZDOO�DFWLYDWLRQ�E\�
SODFLQJ� WKHLU�¿QJHUV� LQWR� WKH�FOLHQW¶V� ODWHUDO� DEGRPLQDO�ZDOO� DQG�SUHVVLQJ�EHWZHHQ� WKH�FOLHQW¶V� LOLDF�
FUHVW�DQG�ODVW�ULE��7KH�WKHUDSLVW�VKRXOG�IHHO�WKHLU�¿QJHUV�SXVK�VOLJKWO\�RXW�RI�WKH�DEGRPLQDO�ZDOO�DV�WKH�

7KH�FOLHQW�DWWHPSWV�WR�DFWLYDWH�KHU�GHHS�VWDELOL]HUV�E\�SHUIRUPLQJ�DQ�DEGRPLQDO�µGUDZ�LQ¶�PDQHXYHU�
�OHIW�LPDJH���6KH�RYHUDFWLYDWHV�KHU�DEGRPLQDO�ZDOO��ZKLFK�OHDGV�WR�OXPEDU�VSLQH�ÀH[LRQ��IXQFWLRQDOO\�
OLPLWLQJ� WKH�VWDELOL]DWLRQ�HIIHFW�RI� WKH�GHHS�V\VWHP�ZLWK� WKLV� W\SH�RI�VWUDWHJ\��7KH�FOLHQW�DFKLHYHV�D�
PXFK�EHWWHU�DFWLYDWLRQ�E\�WKH�WUDLQHU�SURYLGLQJ�WKHP�ZLWK�WKH�FXH�RI�µGRQ¶W�OHW�PH�SXVK�P\�¿QJHUV�
LQWR�\RXU�DEGRPHQ¶��ULJKW�LPDJH���,W�LV�LPSRUWDQW�WR�QRWH�WKDW�WKH�FOLHQW�LV�QRW�µEUDFHG¶�ZKHQ�XVLQJ�WKLV�
VWUDWHJ\�EXW�LV�DEOH�WR�PDLQWDLQ�VRPH�DFWLYDWLRQ�RI�WKH�WUDQVYHUVXV�DEGRPLQLV�DQG�RWKHU�GHHS�VWDELOL]HUV�
DV�VKH�SHUIRUPV�GLDSKUDJPDWLF�EUHDWKLQJ��

2QFH�WKH�FOLHQW�LV�DEOH�WR�DFWLYDWH�DQG�VXVWDLQ�DQ�LVRPHWULF�FRQWUDFWLRQ�IRU���VHFRQGV��WKH\�FRRUGLQDWH�
WKH�DFWLYDWLRQ�ZLWK�GLDSKUDJPDWLF�EUHDWKLQJ��7KH�FOLHQW�EHJLQV�ZLWK�RQH�EUHDWK�F\FOH��ZRUNLQJ�XS�WR�
PDLQWDLQLQJ�WKLV�FRRUGLQDWLRQ�IRU�DQ�HQWLUH���PLQXWH�F\FOH�

FOLHQW� DFWLYDWHV� WKH�GHHS� VWDELOL]HUV�� �
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7KH�FOLHQW�PXVW�EH�JLYHQ�KRPHZRUN�WR�FKDQJH�WKHLU�GDLO\�
VWUDWHJ\�DQG�WR�µJURRYH¶�WKH�SDWWHUQ�DQG�HQJUDLQ�LW�LQ�WKHLU�
QHUYRXV�V\VWHP��'XULQJ�WKH�GD\��WKH\�VLW�WDOO�LQ�WKH�FKDLU��
SODFLQJ�WKHLU�WKXPEV�DERYH�WKH�LOLDF�FUHVW�DQG�WKHLU�¿QJHUV�
LQVLGH�WKH�DQWHULRU�VXSHULRU�LOLDF�VSLQHV�WR�HQVXUH�ODWHUDO�DQG�
SRVWHULRU�GLDSKUDJPDWLF�H[FXUVLRQ��LPDJH��OHIW���7KH�FOLHQW�
DFWLYDWHV� WKHLU� FRUH� DQG� SHUIRUPV� VHYHUDO� GLDSKUDJPDWLF�
EUHDWKV� ZKLOH� YLVXDOL]LQJ� EHLQJ� ORQJ� WKURXJK� WKH� VSLQH��
7KH\� SHUIRUP� WKLV� H[HUFLVH� �±��� WLPHV� SHU� GD\� WR� KHOS�
DOOHYLDWH�WHQVLRQ�DQG�WR�HQVXUH�WKDW�WKH\�DUH�XVLQJ�D�SURSHU�
EUHDWKLQJ�DFWLYDWLRQ� VWUDWHJ\� WKURXJKRXW� WKH� GD\�� 7KH�
DERYH�VWUDWHJ\�LV�WKHQ�LQFRUSRUDWHG�LQWR�WUXQN�VWDELOL]DWLRQ�
SDWWHUQV�VXFK�DV�WKH�PRGL¿HG�GHDG�EXJ�SURJUHVVLRQ��7KHUH�
VKRXOG�EH�QR�FKDQJH�LQ�DOLJQPHQW��EUHDWKLQJ��RU�DFWLYDWLRQ�
VWUDWHJ\�WKURXJKRXW�DQ\�RI�WKHVH�SURJUHVVLRQV��

D��0RGL¿HG�GHDG�EXJ�LVRPHWULF��7KH�FOLHQW�OLHV�LQ�QHXWUDO�VSLQH�SRVWXUH��SODFHV�KLV�SDOPV�DJDLQVW�WKH�ZDOO��
DQG�DFWLYDWHV�KLV�VHUUDWXV�DQWHULRU��VFDSXODH�GHSUHVVRUV��DQG�FRUH��+H�KROGV�WKLV�SRVLWLRQ�DV�KH�SHUIRUPV�
���UHSV�RI����GHHS�EUHDWKV�

E��0RGL¿HG�GHDG�EXJ�KHHO�VOLGH��7KH�FOLHQW�PDLQWDLQV�DFWLYDWLRQ�IURP�D��DQG�VOLGHV�RQH�OHJ�DZD\�
IURP�WKH�VWDUWLQJ�SRVLWLRQ��DOWHUQDWLQJ�HDFK�VLGH�DQG�ZRUNLQJ�XS�WR���VHWV�RI����UHSHWLWLRQV�SHU�OHJ��

F��0RGL¿HG�GHDG�EXJ�ZLWK�KHHO�GURS��7KH�FOLHQW�PDLQWDLQV�DFWLYDWLRQ�IURP�D��DQG�GURSV�RQH�KHHO�
WRZDUGV�WKH�ÀRRU��DOWHUQDWLQJ�HDFK�VLGH����

G��0RGL¿HG�GHDG�EXJ�ZLWK�H[WHQVLRQ�ELDV��7KLV�SDWWHUQ�LV�JUHDW�IRU�WHDFKLQJ�RYHUKHDG�DWKOHWHV�VSLQDO�
VWDELOL]DWLRQ�ZLWK�VKRXOGHU�GLVVRFLDWLRQ��7KH�FOLHQW�OLHV�LQ�QHXWUDO�VSLQH�SRVWXUH�DQG�DFWLYDWHV�KHU�
VHUUDWXV� DQWHULRU�� VFDSXODH� GHSUHVVRUV�� DQG� FRUH�� 6KH�PDLQWDLQV� SUHVVXUH� LQWR� WKH� IRDP� UROO� DQG�
SHUIRUPV����UHSHWLWLRQV�RI���GHHS�EUHDWKV��ZRUNLQJ�XS�WR����UHSHWLWLRQV�RI����GHHS�EUHDWKV�

H��0RGL¿HG�GHDG�EXJ�ZLWK�H[WHQVLRQ�ELDV�DQG�KHHO�GURS��7KH�FOLHQW�PDLQWDLQV�KHU�DFWLYDWLRQ�VWUDWHJ\�
IURP�G��DQG�SHUIRUPV�DOWHUQDWLQJ�KHHO�GURSV��

E�D� F�

H�G�



��� _��&255(&7,9(�(;(5&,6(�62/87,216�72�&20021�+,3�$1'�6+28/'(5�'<6)81&7,21

7KH�PRVW�DGYDQFHG�SURJUHVVLRQ�LV�WKH�SHOYLF�OLIW��7KH�
FOLHQW�JUDVSV�D�VXSSRUWHG�VWHS�RU�PDFKLQH�DQG�PDLQWDLQV�
WKH� DFWLYDWLRQ� VWUDWHJ\� IURP� DERYH�� +H� LQLWLDWHV� OLIW�
IURP�WKH�DEGRPLQDO�ZDOO�DQG�LQWUD�DEGRPLQDO�SUHVVXUH�
WR� UDLVH�KLV�SHOYLV�YHUWLFDOO\� WRZDUGV� WKH�FHLOLQJ��+H�
SHUIRUPV���VHWV�RI��±��UHSHWLWLRQV��EXLOGLQJ�XS�WR�VHWV�
RI��±���UHSHWLWLRQV��

0RVW�FOLHQWV�VXEVWLWXWH�E\�SRVWHULRUO\�WLOWLQJ�WKH�SHOYLV�
RU�E\�SHUIRUPLQJ�OXPEDU�ÀH[LRQ�±�WKHVH�DUH�LQFRUUHFW�
VXEVWLWXWLRQV��7KH�DFWLRQ�PXVW�EH�D�SXUH�YHUWLFDO�OLIW�WR�
RSWLPDOO\� WUDLQ� WKH� KLJK� OHYHO� FRRUGLQDWLRQ� EHWZHHQ�
LQWUD�DEGRPLQDO� SUHVVXUH� DQG� FR�DFWLYDWLRQ� RI� WKH�
73&�PXVFXODWXUH��

/I]�8S�7YGGIWW
&VEGMRK�:IVWYW�%GXMZEXMSR�7XVEXIKMIW

�8LIVI�LEW�FIIR�QYGL�HIFEXI�EFSYX�[LMGL�MW�XLI�WYTIVMSV�WXVEXIK]�JSV�WXEFMPM^MRK�XLI�WTMRI�¯�FVEGMRK�SV�
LSPPS[MRK��1G+MPP������
�LEW�TVIWIRXIH�XLI�EVKYQIRX�XLEX�XLI�XVERWZIVWYW�EFHSQMRYW�ERH�QYPXM½HYW�¯�
MR�IJJIGX�XLI�QYWGPIW�SJ�XLI�PSGEP�W]WXIQ�¯�GER�RSX�IJJIGXMZIP]�WXEFMPM^I�XLI�PYQFS�TIPZMG�VIKMSR��6IWIEVGL�
F]�,SHKIW�ERH�SXLIVW��0II��,MHIW��6MGLEVHWSR��.YPP��IX��EP�
�LEW�HIQSRWXVEXIH�EXVSTL]�ERH�XMQMRK�HIPE]W�
MR�XLI�EGXMZEXMSR�SJ�XLI�HIIT��PSGEP
�QYWGPI�W]WXIQ�SJ�XLI�PYQFS�TIPZMG��XLSVE\��ERH�RIGO�VIKMSR��8LIMV�
VIWIEVGL�HSIW�RSX�WYKKIWX�XLI�HIIT�QYWGPI�W]WXIQ�JYRGXMSRW�EPSRI�MR�WXEFMPM^MRK�XLI�WTMRI��VEXLIV�XLEX�
FVEGMRK� EPSRI� HSIW� RSX� IRWYVI� STXMQEP� MRXIVWIKQIRXEP� GSRXVSP�� *YVXLIVQSVI�� WXYHMIW� SR� MRHMZMHYEPW�
[MXL�GLVSRMG�PS[�FEGO�TEMR�LEZI�HIQSRWXVEXIH�XLIWI�MRHMZMHYEPW�XIRH�XS�YWI�E�GSRWXERX�GS�EGXMZEXMSR�
SV�FVEGMRK�WXVEXIK]��6EHIFSPH�IX��EP������
�WS�EHHMXMSREP�FVEGMRK�[MPP�YRPMOIP]�MQTVSZI�TIVJSVQERGI�ERH�
QE]�EGXYEPP]�GSRXVMFYXI�JYVXLIV�XS�XLI�TVSFPIQ��8LIVIJSVI��MX�MW�RIGIWWEV]�XS�EHSTX�HMJJIVIRX�WXEFMPM^EXMSR�
WXVEXIKMIW�KMZIR�XLI�XEWOW�EX�LERH��EW�[IPP�EW�XIEGL�GPMIRXW�[MXL�PYQFEV�MRWXEFMPMX]�XLI�XIGLRMUYI�SJ�MWSPEXIH�
EGXMZEXMSR�SJ�XLI�HIIT�WXEFMPM^EXMSR�W]WXIQ�TVMSV�XS�MRXIKVEXMRK�MX�FEGO�MRXS�JYRGXMSREP�QSZIQIRX�TEXXIVRW��

/)=���8LI�OI]�XS�MQTVSZMRK�JYRGXMSREP�WTMRI�WXEFMPM^EXMSR�WXVEXIKMIW�MW�XS�MRGVIEWI�XLI�GPMIRX´W�STXMSRW�
VEXLIV�XLER�TVSZMHI�XLIQ�[MXL�SRP]�SRI�STXMSR��-QTVSZI�XLI�GPMIRX´W�EFMPMX]�XS�FVIEXLI�ERH�QEMRXEMR�GS�
EGXMZEXMSR�SJ�XLI�HIIT�WXEFMPM^EXMSR�W]WXIQ��9WI�E�PMKLXIV�EGXMZEXMSR�WXVEXIK]�[LIR�TIVJSVQMRK�PS[�PIZIPW�
SJ�EGXMZMX]�ERH�E�FVEGMRK�X]TI�WXVEXIK]��M�I��1G+MPP�ETTVSEGL
�[LIR�LMKLIV�PSEHW�EVI�ETTPMIH�XS�XLI�WTMRI�
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8,)�2)986%0�,%2(�%2(�;6-78
-XVW� DV� SURSHU� IRRW� SRVLWLRQ� LV� HVVHQWLDO� WR� IXQFWLRQ� RI� WKH� ORZHU� H[WUHPLW\�� SURSHU� KDQG� DQG�ZULVW�
DOLJQPHQW� HQDEOHV� LUUDGLDWLRQ� WR� VSUHDG� WKURXJK� WKH� HQWLUH� XSSHU� H[WUHPLW\� DQG� VKRXOGHU� FRPSOH[��
6LPLODUO\��SRRU�KDQG�DQG�ZULVW�VWDELOLW\�FRPSURPLVHV�VWDELOLW\�LQ�WKH�HQWLUH�XSSHU�H[WUHPLW\��

,Q�QHXWUDO�DOLJQPHQW�DQG�ZKLOH�ORDGLQJ�WKH�XSSHU�DUP��SUHVVXUH�VKRXOG�EH�GLVWULEXWHG�RQ�WKH�WLSV�RI�WKH�
¿QJHUV��WKH�PHWDFDUSDO�KHDGV��DQG�HTXDOO\�EHWZHHQ�WKH�WKHQDU�DQG�K\SRWKHQDU�UHJLRQV�RI�WKH�KDQG��$Q�
HTXDOO\�VXSSRUWHG�DUFK�VKRXOG�IRUP�EHWZHHQ�WKH�XOQDU�DQG�UDGLDO�DVSHFWV�RI�WKH�KDQG��

1RWH�WKH�LGHDO�DOLJQPHQW�ZKHQ�WKH�KDQG�LV�ORDGHG�±�WKH�KDQG��ZULVW��HOERZ��DQG�VKRXOGHU�DUH�VWDEOH�
�LPDJH�EHORZ�OHIW���$OVR�QRWH� WKH� LQFUHDVHG� ORDG�EHDULQJ�RQ� WKH�K\SRWKHQDU�DVSHFW�RI� WKH�KDQG�DQG�
VXEVHTXHQW�XOQDU�GHYLDWLRQ�RI�WKH�ZULVW��LPDJH�EHORZ�ULJKW���7KLV�LV�D�GHVWDELOL]HG�SRVLWLRQ�RI�WKH�KDQG�
DQG�ZULVW�DQG�PXVW�EH�DYRLGHG�LQ�DOO�FRUUHFWLYH�DQG�IXQGDPHQWDO�PRYHPHQW�SDWWHUQV��
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7911%6=
7KH� FRRUGLQDWLRQ� RI� QHXWUDO� DOLJQPHQW� RI� DOO� MRLQWV�� EHWZHHQ� EUHDWKLQJ� DQG� VWDELOL]DWLRQ� RI� WKH�
WKRUDFRSHOYLF� FDQLVWHU�� DQG�PDLQWDLQLQJ� WKLV� LQ� IXQFWLRQDO� SRVLWLRQV� RI� O\LQJ�� VLWWLQJ�� NQHHOLQJ�� DQG�
VWDQGLQJ�PXVW� EH� LQFOXGHG� LQ� WKH� ¿UVW� VWHSV� RI� FRUUHFWLYH� H[HUFLVH��7KLV� DFWLYLW\� HQVXUHV� SUR[LPDO�
VWDELOLW\�RI�WKH�VSLQH�DQG�WUXQN�ZLWK�RSWLPDO�DOLJQPHQW�DQG�IRUFHV�DURXQG�WKH�SUR[LPDO�VWUXFWXUHV��2QFH�
WKH�FOLHQW�FDQ�PDLQWDLQ�FRRUGLQDWHG�DFWLYLW\�RI�GLDSKUDJPDWLF�EUHDWKLQJ�DQG�FRUH�DFWLYDWLRQ�LQ�WKHVH�
SRVLWLRQV��WKH\�DUH�UHDG\�WR�SURJUHVV�WR�IXQFWLRQDO�PRYHPHQW�SDWWHUQV�

/I]�8S�7YGGIWW
0E[�SJ�-VVEHMEXMSR

(IZIPSTQIRXEP� TEXXIVRW� WYGL� EW� TVSRI� WYTTSVX� ERH� GVE[PMRK� IREFPI� XLI� GLMPH� XS� HIZIPST� STXMQEP�
WXEFMPM^EXMSR�MR�XLI�LERH�[VMWX�EW�[IPP�EW�XLI�JSSX�EROPI�GSQTPI\IW��8LMW�EPPS[W�STXMQEP�GIRXVEXMSR�ERH�
MVVEHMEXMSR�SJ�WXEFMPM^EXMSR�TVS\MQEPP]�MRXS�XLI�YTTIV�ERH�PS[IV�OMRIXMG�GLEMRW�VIWTIGXMZIP]�

/)=��-QTVSZI�GIRXVEXMSR�SJ�XLI�LERH�[VMWX�ERH�JSSX�EROPI�GSQTPI\IW�XS�EMH�JYRGXMSREP�WXEFMPM^EXMSR�SJ�
XLI�YTTIV�ERH�PS[IV�OMRIXMG�GLEMRW�VIWTIGXMZIP]�
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FKDSWHU�
'SVVIGXMZI�4EXXIVRW�JSV�XLI�7LSYPHIV��
ERH�,MT�'SQTPI\IW

',%48)6�3&.)'8-:)7
8S�MHIRXMJ]�ERH�YRHIVWXERH�XLI�JYRGXMSREP�GSQTSRIRXW�SJ�XLI��
GSVVIGXMZI�I\IVGMWI�ERH�QSZIQIRX�TEVEHMKQ�

8S�MHIRXMJ]�XLI�OI]�VIKMSRW�RIGIWWEV]�JSV�MQTVSZMRK�JYRGXMSR

8S�HIZIPST�XLI�WTIGM½G�WXVEXIKMIW�JSV�GSVVIGXMZI�I\IVGMWI�ERH��
JYRHEQIRXEP�QSZIQIRX�TEXXIVRW

7,390()6�'3140)<

(=7*92'8-327�-2�944)6��
)<86)1-8=�4%88)627
,GHQWLI\LQJ�G\VIXQFWLRQDO�PRYHPHQW�SDWWHUQV�LV�WKH�¿UVW�VWHS�LQ�
WKH�FRUUHFWLYH�VWUDWHJ\�EHFDXVH�LI�G\VIXQFWLRQ�LV�QRW�LGHQWL¿HG��WKH�
FOLHQW�ZLOO�SHUSHWXDWH�WKHLU�KDELWXDO�SDWWHUQV��7KHUHIRUH��WKH�¿WQHVV�
SURIHVVLRQDO� DQG� WKHUDSLVW� PXVW� EHFRPH� DGHSW� DW� UHFRJQL]LQJ�
WKH� VLJQV� RI� G\VIXQFWLRQDO� SDWWHUQV� ZKLFK� FDQ� EH� LGHQWL¿HG�
ERWK�YLVXDOO\�DQG�WKURXJK�SDOSDWLRQ��7KH�¿WQHVV�SURIHVVLRQDO�RU�
WKHUDSLVW�ZLOO�ZDQW�WR�REVHUYH�WKH�FOLHQW¶V�DELOLW\�WR�SUR[LPDOO\�
VWDELOL]H�ZKLOH�SHUIRUPLQJ�GLDSKUDJPDWLF�EUHDWKLQJ�ZKLOH�EHLQJ�
DEOH�WR�GLVVRFLDWH�WKH�H[WUHPLWLHV�DV�WKH\�SHUIRUP�WKHLU�SDWWHUQV��
7KH�IROORZLQJ�VHFWLRQ�ZLOO�ORRN�DW�FRPPRQ�G\VIXQFWLRQV�LQ�WKH�
VKRXOGHU�DQG�XSSHU�H[WUHPLW\�ZKLOH�WKH�QH[W�VHFWLRQ�ZLOO�ORRN�DW�
VLPLODU�G\VIXQFWLRQ�DV�WKH\�UHODWH�WR�WKH�KLS�DQG�ORZHU�H[WUHPLW\��
$OVR��WKH�UHDGHU�LV�HQFRXUDJHG�WR�UHYLVLW�WKH�DVVHVVPHQW�FKDSWHU�
LQ�3DUW�,,�IRU�DGGLWLRQDO�REVHUYDWLRQV��

8,)�(3;2;%6(�638%8-32�7=2(631)��
%2(�%28)6-36�,91)6%0�+0-()�7=2(631)
7KH�ODFN�RI�RSWLPDO�VFDSXODU�VWDELOL]DWLRQ�OHDGV�WR�FRPSHQVDWRU\�
SDWWHUQV� GXULQJ� RYHUKHDG� PRWLRQ�� 7KHUH� DUH� VHYHUDO� FRPPRQ�
PRYHPHQW� G\VIXQFWLRQV� WKDW� FDQ� EH� QRWHG� DV� WKH� FOLHQW� WR� WKH�
ULJKW�UDLVHV�KHU�DUP�RYHUKHDG��
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�� 1RQ�RSWLPDO�VFDSXORWKRUDFLF�VWDELOL]DWLRQ��7KH�VFDSXOD�LV�PRYLQJ�XS�RYHU�WKH�WKRUD[�UDWKHU�WKDQ�
DURXQG�LW��DUURZ��

�� ([FHVVLYH�OHYDWRU�VFDSXOD�DFWLYLW\��$W�WKH�VXSHULRU�DQJOH�LQVHUWLRQ�RI�WKH�OHYDWRU�VFDSXOD�WKHUH�LV�
LQFUHDVHG�WRQH��DUURZ��DQG�WKH�QHFN�LV�SXOOHG�LQWR�ULJKW�URWDWLRQ�E\�WKH�OHYDWRU�VFDSXOD�

�� 1RQ�RSWLPDO�FHUYLFDO�DQG�WKRUDFLF�VSLQH�VWDELOL]DWLRQ��7KH�FHUYLFDO�VSLQH�PRYHV�LQWR�H[FHVVLYH�
ULJKW�ODWHUDO�ÀH[LRQ�DQG�WKH�WUXQN�PRYHV�LQWR�OHIW�ODWHUDO�ÀH[LRQ�GXH�WR�SRRU�VWDELOL]DWLRQ�DW�WKH�OHIW�
FHUYLFDO�DQG�ULJKW�WKRUDFROXPEDU�UHJLRQV�UHVSHFWLYHO\��

,Q�FOLHQWV�ZLWK�D�GRZQZDUG�URWDWLRQ�V\QGURPH��WKH�OHYDWRU�VFDSXOD�DQG�UKRPERLGV�DVVXPH�WKH�SULPDU\�
UROH�RI�VFDSXODU�VWDELOL]DWLRQ��'XULQJ�PDQ\�FRPPRQ�H[HUFLVHV�VXFK�DV�WULFHSV�FDEOH�SXVK�GRZQV��WKH�
OHYDWRU�VFDSXOD�ZLOO�EHFRPH�SURPLQHQW�EHFDXVH�WKHUH�LV�LQDGHTXDWH�LQIHULRU�VWDELOL]DWLRQ�RI�WKH�VFDSXOD�
E\�WKH�VHUUDWXV�DQWHULRU�DQG�ORZHU�WUDSH]LXV��7KH�µOHYDWRU�VFDSXOD�VLJQ¶��DUURZ��ZLOO�EH�SUHVHQW�DV�WKH�
FOLHQW�ORDGV�WKHLU�VKRXOGHU��LPDJHV�EHORZ��7KH�OHYDWRU�VFDSXOD�VLJQ�LV�FRPPRQ�LQ�PDQ\�SDWWHUQV�ZKHUH�
WKHUH� LV�SRRU� VFDSXODU� VWDELOL]DWLRQ��7KH� WKHUDSLVW�RU� WUDLQHU�FDQ�SDOSDWH�K\SHUWRQLFLW\� LQ� WKH� ODWHUDO�
DVSHFW�RI�WKH�QHFN�GXULQJ�PDQ\�FRPPRQ�H[HUFLVHV�DV�LQFUHDVHG��LQGLFDWLQJ�RYHUDFWLYLW\�RI�WKH�OHYDWRU�
VFDSXOD��7KH�OHYDWRU�VFDSXODH�VKRXOG�EH�UHODWLYHO\�TXLHW�DQG�WKHUH�VKRXOG�QRW�EH�SDOSDEOH�RYHUDFWLYLW\�
GXULQJ�IXQFWLRQDO�PRYHPHQW�SDWWHUQV���

7KH� DQWHULRU� KXPHUDO� JOLGH� V\QGURPH�
�6DKUPDQQ� ������ LV� D� FRPPRQ� UHVXOW� RI�
VFDSXORKXPHUDO�PXVFOH�LPEDODQFHV�DQG�LV�
FRPPRQO\�REVHUYHG�DV�WKH�VKRXOGHU�PRYHV�
LQWR�H[WHQVLRQ��$�GLYRW�ZLOO�EH�QRWHG�DW�WKH�
SRVWHULRU�DVSHFW�RI�WKH�MRLQW�GXH�WR�WKH�ORVV�
RI� MRLQW� FHQWUDWLRQ� �ULJKW� DUURZ��� DQG� WKH�
KHDG�RI�WKH�KXPHUXV�FDQ�EH�REVHUYHG��OHIW�
DUURZ��RU�SDOSDWHG�DV�LW�WUDQVODWHV�IRUZDUG��
PRYLQJ�RQ�WKH�IRVVD��LPDJH�EHORZ�ULJKW���
7KLV�RFFXUV�PRVW�RIWHQ�DV�WKH�DUP�PRYHV�
LQWR� H[WHQVLRQ� GXULQJ� SDWWHUQV� VXFK� DV�
WKH� FRQFHQWULF� SKDVH� RI� SXOOLQJ� SDWWHUQV�
�H�J��FDEOH�URZV��DQG�GXULQJ�WKH�HFFHQWULF�
SKDVH�RI�SXVKLQJ�SDWWHUQV��H�J��FDEOH�FKHVW�
SUHVVHV��� ,Q� WKH� DQWHULRU� KXPHUDO� JOLGH�
V\QGURPH�� PRUH� WKDQ� RQH�WKLUG� RI� WKH� KXPHUDO� KHDG�
ZLOO� EH� SDOSDWHG� LQ� IURQW� RI� WKH� DFURPLRQ� SURFHVV�� DQG�
WKH�SRVWHULRU�DVSHFW�RI�WKH�KXPHUDO�KHDG�ZLOO�EH�SDOSDWHG�
IRUZDUG�RI�WKH�SRVWHULRU�DVSHFW�RI�WKH�DFURPLRQ�SURFHVV���
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7KHUH�DUH�WKUHH�PDLQ�FDXVHV�RI�DQWHULRU�KXPHUDO�JOLGH�V\QGURPH���

��� 6KRUW�SRVWHULRU�MRLQW�FDSVXOH��7R�UHPDLQ�FHQWUDWHG�LQ� WKH�JOHQRLG�IRVVD�� WKHUH�PXVW�EH�SURSHU�
H[WHQVLELOLW\� RI� WKH� MRLQW� FDSVXOH�� 6KRUWQHVV� LQ� WKH� SRVWHULRU� MRLQW� FDSVXOH� GRHV� QRW� DOORZ� WKH�
KXPHUXV� WR�PRYH�SRVWHULRUO\� LQ� WKH�JOHQRLG� IRVVD�� FDXVLQJ� DQ� DQWHULRU� VKLIW� LQ� SRVLWLRQ�GXULQJ�
H[WHQVLRQ�RI�WKH�VKRXOGHU�

��� 6KRUW�SRVWHULRU�URWDWRUV��$V�PHQWLRQHG�DERYH��WKH�KXPHUDO�KHDG�PXVW�UHPDLQ�FHQWUDWHG�LQ�WKH�
JOHQRLG� IRVVD�� 6KRUWQHVV� RI� WKH� SRVWHULRU� URWDWRUV�� LQIUDVSLQDWXV�� WHUHV� PLQRU�� DQG�RU� SRVWHULRU�
GHOWRLG�FDXVHV�D�VKLIW�LQ�WKH�D[LV�VLPLODU�WR�WKH�VKRUW�SRVWHULRU�MRLQW�FDSVXOH��

��� 0XVFOH�LPEDODQFHV��5HFDOO��WKH�IXQFWLRQ�RI�WKH�VXEVFDSXODULV�LV�WR�GUDZ�WKH�KXPHUDO�KHDG�EDFN�LQ�
WKH�VRFNHW��:HDNQHVV�RU�LQKLELWLRQ�RI�WKH�VXEVFDSXODULV�DQG�SHFWRUDOLV�PDMRU�DQG�RU�GRPLQDQFH�RI�
WKH�ODWLVVLPXV�GRUVL�DQG�WHUHV�PDMRU�DV�LQWHUQDO�URWDWRUV�ZLOO�GULYH�WKH�KHDG�RI�WKH�KXPHUXV�IRUZDUG����

1RWH� WKH� DQWHULRU� VKRXOGHU�
SRVLWLRQ� ZKLFK� DOVR� WHQGV� WR�
FDXVH� VOLJKW� HOHYDWLRQ� RI� WKH�
VFDSXOD�� $OVR� QRWLFH� WKH� XOQDU�
GHYLDWHG�SRVLWLRQ�RI� WKH�ZULVW�±�
WKH�ZULVW� VKRXOG� UHPDLQ�QHXWUDO�
ZKLOH� SHUIRUPLQJ� SXVKLQJ� DQG�
SXOOLQJ�SDWWHUQV�

,W� LV� LPSRUWDQW� WR� REVHUYH� DQG� FRUUHFW� WKLV� SRVLWLRQ� GXULQJ� IXQFWLRQDO� PRYHPHQW� SDWWHUQV� EHFDXVH�
HYHU\�UHSHWLWLRQ�WKDW�WKH�LQGLYLGXDO�LV�DOORZHG�WR�SHUIRUP�LQFRUUHFWO\�EULQJV�WKHP�RQH�VWHS�IXUWKHU�LQ�
HVWDEOLVKLQJ�D�SHUPDQHQW�PRYHPHQW�G\VIXQFWLRQ��:KLOH�WKH�VKRUW�SRVWHULRU�MRLQW�FDSVXOH�LV�XVXDOO\�D�
VRIW�WLVVXH� UHVWULFWLRQ�VHFRQGDU\� WR� UHSHWLWLYH� LQMXU\�� WKH�VKRUW�SRVWHULRU� URWDWRUV�DUH�XVXDOO\�D� UHVXOW�
RI�SRRU�PRWRU�SDWWHUQLQJ�RU�XS�UHJXODWLRQ� VHFRQGDU\� WR�SRRU�PRWRU�FRQWURO�RI� WKH�*+� MRLQW�E\� WKH�
VFDSXORKXPHUDO�PXVFOHV��0RELOL]DWLRQ�RI�WKH�SRVWHULRU�FDSVXOH��UHOHDVH�RI�WKH�SRVWHULRU�URWDWRUV��DQG�
DFWLYDWLRQ�RI�WKH�VXEVFDSXODULV��LQ�DGGLWLRQ�WR�PRYHPHQW�UHWUDLQLQJ��ZLOO�KHOS�UHYHUVH�WKLV�SUREOHP��,W�
LV�KHOSIXO�WR�SDOSDWH�WKH�KHDG�RI�WKH�KXPHUXV�GXULQJ�FRUUHFWLYH�H[HUFLVH�DQG�IXQFWLRQDO�SDWWHUQV�WR�KHOS�
PRQLWRU�DQG�FXH�SURSHU�KXPHUDO�KHDG�SRVLWLRQLQJ���
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'XULQJ�LGHDO�SDWWHUQLQJ��WKH�KXPHUDO�KHDG�UHPDLQV�FHQWUDWHG�LQ�WKH�JOHQRLG�IRVVD��7KHUH�VKRXOG�EH�QR�
DQWHULRU�PLJUDWLRQ�RI�WKH�KXPHUDO�KHDG�DQG�QR�JDSSLQJ�RU�GLYRWV�REVHUYHG�LQ�WKH�SRVWHULRU�DVSHFW�RI�
WKH�VKRXOGHU��3RRU�SDWWHUQLQJ�LV�FRPPRQ�ZLWK�ELFHSV�FXUOV�DQG�PDQ\�SXVKLQJ�SDWWHUQV�LQ�WKH�SUHVHQFH�
RI�SRRU�67�DQG�RU�*+�VWDELOL]DWLRQ��DQG�WKH�KXPHUDO�KHDG�LV�FRQVHTXHQWO\�GULYHQ�IRUZDUG�GXULQJ�WKH�
HFFHQWULF�SKDVH�RI�WKH�H[HUFLVH��,I�SRVWHULRU�KXPHUDO�JOLGH�LV�UHVWULFWHG��WKH�KXPHUDO�KHDG�QHHGV�WR�EH�
UHVHDWHG� WR� KHOS� WKH� LQGLYLGXDO� DFKLHYH�PRUH� RSWLPDO�PHFKDQLFV��+XPHUDO� KHDG� FHQWUDWLRQ�ZLOO� EH�
SUHVHQW�QH[W�

2SWLPDO�� � � � � ����������1RQ�RSWLPDO�

1RWH� WKH�RSWLPDO� DOLJQPHQW�RI� WKH� VFDSXOD� DQG�KXPHUDO�KHDG� �DERYH� OHIW��� DQG�SRRU� FRQWURO�RI� WKH�
KXPHUDO�KHDG�DV�ZHOO�DV�WKH�VFDSXORWKRUDFLF�SRVLWLRQ�ZKHQ�WKH�VKRXOGHU�LV�DOORZHG�WR�RYHUO\�DGGXFW�
GXULQJ�WKH�HFFHQWULF�SKDVH�RI�D�FDEOH�FKHVW�SXVK�SDWWHUQ��DERYH�ULJKW���7KLV�FDQ�DOVR�UHVXOW�IURP�DOORZLQJ�
WKH�HOERZ�WR�FRPH�WRR�IDU�SRVWHULRUO\�ZKLFK�VXEVHTXHQWO\�IXOFUXPV�WKH�KXPHUDO�KHDG�DQWHULRUO\�RQ�WKH�
JOHQRLG�IRVVD�

7KH� ODFN� RI� RSWLPDO� VWDELOL]DWLRQ� LV� RIWHQ� WKH� FDXVH� RI� SDLQ� DW� WKH� FRPSHQVDWRU\� MRLQW� VHJPHQWV��
+\SHUPRELOH� VHJPHQWV� DUH� FUHDWHG� WKDW� WHQG� WR� EH� ZKHUH� WKH� FOLHQW� ZLOO� H[SHULHQFH� SDLQ�� 7KH��
QHUYRXV� V\VWHP� UHVSRQGV� E\� FRPSHQVDWLQJ� ZLWK� DUHDV� RI� K\SHUWRQLF� PXVFOHV� WKDW� DUH� WKH��
FRUUHVSRQGLQJ� ORFDWLRQV� RI� P\RIDVFLDO� WULJJHU� SRLQWV�� $V� PHQWLRQHG� HDUOLHU�� WKLV� H[DPSOH� DOVR�
LOOXVWUDWHV� ZK\� P\RIDVFLDO� DSSURDFKHV� WKDW� IRFXV� RQ� WULJJHU� SRLQW� UHOHDVH� RIWHQ� IDLO� WR� SURGXFH�
ORQJ�WHUP� UHVXOWV� EHFDXVH� WKH� SULPDU\� SUREOHP� LV� D� VWDELOL]DWLRQ� LVVXH� DQG� WKH� WULJJHU� SRLQWV� DUH��
WKH�FRPSHQVDWRU\�LVVXH�

7KH�NH\�WR�LPSURYLQJ�VKRXOGHU�PRWLRQ�IXQFWLRQ�OLHV�LQ�UHWUDLQLQJ�WKH�PRWRU�V\VWHP�LQ�WKUHH�NH\�DUHDV�

��� 6WDELOL]H�WKH�FHUYLFDO�VSLQH�DQG�WKRUD[�

��� ,PSURYH�VWDELOL]DWLRQ�LQ�DGGLWLRQ�WR�SRVWHULRU�WLOWLQJ�DQG�XSZDUG�URWDWLRQ�RI�WKH�VFDSXOD�

��� ,QWHJUDWH�VWHSV���DQG���LQWR�IXQFWLRQDO�PRYHPHQW�SDWWHUQV�����
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,91)6%0�,)%(�')286%8-32
6)7)%8-2+�8,)�,91)6%0�,)%(���
6)0)%7-2+�4378)6-36�'%4790)�%2(�)<8)62%0�638%836�6)786-'8-327
7R� UHVHDW� WKH� KXPHUDO� KHDG�� SHUIRUP� WKH� SRVWHULRU� FDSVXOH� DQG� H[WHUQDO� URWDWRU� PXVFOH� UHOHDVH���
7KH� FOLHQW� OLHV� VXSLQH�ZLWK� WKH� DUP� DEGXFWHG� WR� DURXQG����GHJUHHV� DQG� WKH� WKHUDSLVW� VWDQGLQJ� DW�
WKH�VLGH�RI� WKH� WDEOH� IDFLQJ� WKH�SDWLHQW¶V�KHDG��7KH� WKHUDSLVW�JHQWO\�\HW�¿UPO\�JUDVSV� WKH�KHDG�RI��
WKH�KXPHUXV�±�WKH�¿QJHUV�ZUDS�DURXQG�WKH�SRVWHULRU�DVSHFW�RI�WKH�KXPHUDO�KHDG�DQG�WKH�SLVLIRUP�
DVSHFW� RI� WKH� SDOP� LV� SODFHG� RYHU� WKH� DQWHULRU� DVSHFW� RI� WKH� KXPHUDO� KHDG��7KHLU� RSSRVLWH� KDQG��
JUDVSV� WKH� FOLHQW¶V� DUP�� SURYLGLQJ� D� JHQWOH� WUDFWLRQ� WR� WKH� DUP�� 7KH� WKHUDSLVW� LQVWUXFWV� WKH�
FOLHQW� WR� WDNH� D� GHHS� EUHDWK� LQ� DQG� SHUIRUP� D� VXEPD[LPDO� LVRPHWULF� FRQWUDFWLRQ� RI� WKHLU� DUP��
LQWR�KRUL]RQWDO�DGGXFWLRQ�DJDLQVW�WKH�WKHUDSLVW¶V�UHVLVWDQFH�IRU�D�¿YH�VHFRQG�FRXQW��7KH�FOLHQW�WKHQ�
H[KDOHV� DV� WKH� WKHUDSLVW� VLPXOWDQHRXVO\� WUDFWLRQV� WKH� DUP� DQG�� SXVKLQJ� DQWHULRU� WR� SRVWHULRU� RQ�
WKH�KXPHUDO�KHDG��JOLGHV� WKH�KXPHUDO�KHDG�SRVWHULRUO\� LQ� WKH�JOHQRLG� IRVVD� �GRZQ�IDFLQJ�YHUWLFDO�
DUURZ���7KLV�SURFHVV�LV�UHSHDWHG��±��WLPHV�XQWLO�WKH�SRVWHULRU�VWUXFWXUHV�UHOHDVH��6LQFH�WKH�SRVWHULRU�
FDSVXOH� UHVWULFWLRQ� LV� JHQHUDOO\�GXH� WR� VKRUWQHVV� DQG� VWLIIQHVV� UHVXOWLQJ� IURP�FKURQLF� LUULWDWLRQ�� LW�
JHQHUDOO\� UHTXLUHV� VOLJKWO\� JUHDWHU� SUHVVXUH� DQG� ORQJHU� KROGV��7KLV� WHFKQLTXH� DOVR�ZRUNV�ZHOO� WR�
UHOHDVH�D�VWLII�SHFWRUDOLV�PLQRU�E\�VLPSO\�VKLIWLQJ�WKH�KDQG�SRVLWLRQ�DQG�SODFLQJ�WKH�SLVLIRUP�MXVW�
DERYH�WKH�FRUDFRLG�SURFHVV�RI�WKH�VFDSXOD�DQG�UHSHDWLQJ�WKH�VLPLODU�PRWLRQV��*HQHUDOO\�ZLWK�WKHVH�
UHOHDVHV��WKH�OLJKWHU�WKH�SUHVVXUH��WKH�PRUH�WKH�FOLHQW�ZLOO�UHOD[�DQG�UHOHDVH�WKH�UHVWULFWLRQV��6WLIIQHVV��
RI� WKH� H[WHUQDO� URWDWRUV� LV� D�PRWRU� FRQWURO� LVVXH� DQG� UHVSRQGV�PXFK�PRUH� UDSLGO\� DQG� HDVLO\� WR�
WKLV�W\SH�RI�GRZQ�UHJXODWLQJ�WHFKQLTXH��3HUIRUP�67�VWDELOL]DWLRQ�DQG�*+�LQWHJUDWLRQ�LPPHGLDWHO\�
IROORZLQJ�WKLV�UHOHDVH��

3RVWHULRU�JOHQRKXPHUDO�UHOHDVH��VWDUW��OHIW���¿QLVK��ULJKW��
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):%09%8-32�3*�+0)23,91)6%0�*0)<-32
$V� PHQWLRQHG� HDUOLHU�� *+� GLVVRFLDWLRQ� FDQ� DOVR� EH� OLPLWHG� E\� PXVFXORIDVFLDO� UHVWULFWLRQV� LQ� WKH�
ODWLVVLPXV�GRUVL�VR�LW�LV�LPSRUWDQW�WR�HYDOXDWH�VKRXOGHU�ÀH[LRQ�LQ�WKH�XQVWDEOH�VKRXOGHU��

%77)77-2+�8,)�0)2+8,�3*�8,)�0%8-77-197�(367-�%2(�8,36%'3091&%6�*%7'-%
7KH�FOLHQW�OLHV�VXSLQH�ZLWK�KHU�DUPV�VWUDLJKW�DQG�E\�KHU�VLGHV��7KH�FOLHQW�LV�LQVWUXFWHG�WR�NHHS�KHU�DUP�
VWUDLJKW�DQG�UDLVH�LW�RYHUKHDG��VDJLWWDO�SODQH�ÀH[LRQ���$VVHVV�ERWK�WKH�UDQJH�RI�PRWLRQ��520��DV�ZHOO�
DV�WKH�FOLHQW¶V�DELOLW\�WR�PDLQWDLQ�KHU�VSLQH�RQ�WKH�WDEOH�DQG�WKH�WKRUD[�LQ�DQ�LQIHULRU�SRVLWLRQ��&RPPRQ�
FRPSHQVDWLRQV�LQFOXGH�WKRUDFROXPEDU�K\SHUH[WHQVLRQ�DQG�DQ�LQDELOLW\�WR�NHHS�WKH�DUPV�VWUDLJKW�DQG�

/DWLVVLPXV� GRUVL� OHQJWK� DVVHVVPHQW�� SRRU� SHUIRUPDQFH� �WRS�� QRWH� WKH� LQFUHDVH� LQ� WKRUDFROXPEDU�
H[WHQVLRQ��� LGHDO�SHUIRUPDQFH��EHORZ���1RWH� WKH�GHFUHDVH� LQ�VKRXOGHU�UDQJH�RI�PRWLRQ�DV� WKH�FOLHQW�
VWDELOL]HV�KHU�WKRUDFROXPEDU�MXQFWLRQ��

6)0)%7-2+�8,)�0%8-77-197�(367-�%2(�8,36%'3091&%6�*%7'-%�
8VLQJ� D� QHXURPXVFXODU� DSSURDFK� VLPLODU� WR� WKH� VWUDWHJLHV�PHQWLRQHG� DERYH� FDQ� DOVR� EH� H[WUHPHO\�
HIIHFWLYH��+DYH�WKH�FOLHQW�OLH�VXSLQH�ZLWK�WKH�DUP�ÀH[HG�DV�IDU�DV�VKH�LV�DEOH�ZKLOH�NHHSLQJ�WKH�WKRUD[�
FRQQHFWHG� WR� WKH�SHOYLV��7KH�FOLHQW�DFWLYDWHV�KHU�FRUH� WR�PDLQWDLQ� WKLV� WKRUD[�SRVLWLRQ�� WDNHV�D�GHHS�
EUHDWK�LQ��DQG�SHUIRUPV�D�¿YH�VHFRQG�VXEPD[LPDO�LVRPHWULF�FRQWUDFWLRQ�LQWR�WKH�WKHUDSLVW¶V�KDQG��$V�
VKH�H[KDOHV�� UHOHDVH� WKH�FRQWUDFWLRQ�DQG� OHW� WKH�FOLHQW¶V�DUP�PRYH� WR� WKH�QH[W�HQG�UDQJH�RI�ÀH[LRQ��
5HSHDW�WKLV�SURFHVV��±��WLPHV�DV�DGGLWLRQDO�520�LV�JDLQHG��)ROORZ�XS�WKLV�UHOHDVH�ZLWK�DFWLYDWLRQ�RI�
WKH�67�VWDELOL]HUV�DQG�LQWHJUDWH�LPPHGLDWHO\�LQWR�IXQFWLRQDO�PRYHPHQW�SDWWHUQV��

LQ�WKH�VDJLWWDO�SODQH�
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/DWLVVLPXV� GRUVL� UHOHDVH�� WKH� FOLHQW�
SHUIRUPV� DQ� LVRPHWULF� FRQWUDFWLRQ� LQWR�
WKH� WKHUDSLVW¶V�WUDLQHU¶V� UHVLVWDQFH�� 7KH�
UHVLVWDQFH� LV� UHOHDVHG� DQG� WKH� FOLHQW�
ORZHUV� KHU� DUP� WR� WKH� QHZ� HQG� UDQJH��
SURJUHVVLQJ� DV� IDU� DV� VKH� FDQ� ZLWKRXW�
FRPSURPLVLQJ�KHU�73&�VWDELOLW\��

)RDP� UROOLQJ� WKH� ODWLVVLPXV� GRUVL� DWWDFKPHQWV� DW� WKH� SRVWHULRU� VFDSXORKXPHUDO� DQG� WKRUDFROXPEDU�
UHJLRQV�FDQ�EH�HIIHFWLYH�DW�OHQJWKHQLQJ�WKHVH�VWUXFWXUHV��)RDP�UROO�UHOHDVH�RI�WKH�ODWLVVLPXV�GRUVL�DQG�
WHUHV�PDMRU�DWWDFKPHQWV��EHORZ�OHIW��DQG�WKRUDFLF�VSLQH��EHORZ�ULJKW��

-1%+)6=�%2(�'9-2+�*36�-1463:)(�7,390()6�*92'8-32
9HUEDO� FXLQJ� FDQ� KDYH� D� UDWKHU� GUDPDWLF� HIIHFW� RQ� LGHDO� PRWRU� UHFUXLWPHQW�� 7KH� FOLHQW� LQ� LPDJH�
EHORZ� OHIW� ZDV� FXHG� WR� µVTXHH]H� WKH� VKRXOGHU� EODGHV� GRZQ� DQG� EDFN�¶� ZKLFK� KDV� UHVXOWHG�
LQ� RYHU�DGGXFWLRQ�� GHSUHVVLRQ�� DQG� VOLJKW� GRZQZDUG� URWDWLRQ� RI� WKH� VFDSXODH�� $OVR� QRWLFH�
WKH� VORSH� RI� WKH� VKRXOGHU�� LQGLFDWLQJ� RYHUOHQJWKHQLQJ� RI� WKH� XSSHU� WUDSH]LXV� �EHORZ� OHIW����
%\�FXLQJ�WKH�LQGLYLGXDO�WR�µUHOD[�DQG�ZUDS�WKH�VKRXOGHU�EODGHV�DURXQG�WKH�WKRUD[�¶�WKH�VFDSXODU�SRVLWLRQ�
LPSURYHV��EHORZ�ULJKW��
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7'%490%6�78%&-0->%8-32�¯�=7��87��%2(�;7
0DQ\�UHKDELOLWDWLRQ�DQG�FRUUHFWLYH�H[HUFLVH�DUWLFOHV��ERRNV��DQG�RQ�OLQH�UHVRXUFHV�FRYHULQJ�VKRXOGHU�
VWDELOL]DWLRQ�FRQWDLQ�VRPH�YHUVLRQ�RI�WKH�<V��7V��:V��DQG�ZDOO�DQJHO�H[HUFLVHV��7KHVH�H[HUFLVHV�DUH�JLYHQ�
WR�KHOS�FOLHQWV�DQG�SDWLHQWV�FRPEDW�WKH�DOO�WRR�IDPLOLDU�IRUZDUG�DQG�LQWHUQDOO\�URWDWHG�VKRXOGHU�SRVLWLRQ��
6SHFL¿FDOO\��<V��7V��DQG�:V�DUH�DLPHG�DW�DGGUHVVLQJ�HOHYDWLRQ�DQG�SURWUDFWLRQ�RI�WKH�VFDSXOD�E\�KDYLQJ�
WKH�FOLHQW�RU�SDWLHQW�SHUIRUP�D�FRPELQDWLRQ�RI�VFDSXODU�DGGXFWLRQ�DQG�GHSUHVVLRQ��8QIRUWXQDWHO\��WKHVH�
H[HUFLVHV�IDLO�WR�DGGUHVV�WKH�IXQGDPHQWDO�LVVXH�ZLWK�WKH�XQVWDEOH�VKRXOGHU��VFDSXODU�G\VNLQHVLV��7KHUH�DUH�
WZR�SULPDU\�LVVXHV�ZLWK�VFDSXODU�G\VNLQHVLV�WKDW�ZLOO�EH�GLVFXVVHG�EHORZ��LQDGHTXDWH�VFDSXORWKRUDFLF�
LQWHJULW\��DQG�SRRU�WLPLQJ�DQG�VHTXHQFLQJ�EHWZHHQ�WKH�VFDSXODU�VWDELOL]HUV�

��� ,QDGHTXDWH� VFDSXORWKRUDFLF� LQWHJULW\�� 3RRU� DFWLYDWLRQ� RI� WKH� VFDSXODU� VWDELOL]HUV�� SULPDULO\�
WKH�VHUUDWXV�DQWHULRU�DQG� ORZHU� WUDSH]LXV�� LQ�DGGLWLRQ� WR�RYHUDFWLYLW\�RI� WKH�VFDSXOD�SURWUDFWRUV��
SULPDULO\�WKH�SHFWRUDOLV�PLQRU��UHVXOWV�LQ�WKH�VFDSXOD�IDYRULQJ�DQ�DQWHULRU�WLOWHG�SRVLWLRQ��7HUPHG�
VFDSXODU�ZLQJLQJ��WKLV�LV�ZKHQ�WKH�LQIHULRU�DQJOH�DQG�ORZHU�PHGLDO�ERUGHU�RI�WKH�VFDSXOD�PRYH�
DZD\�IURP�WKH�WKRUD[��7KLV�LV�WKH�SRVLWLRQ�IURP�ZKLFK�WKH�FOLHQW�WKHQ�SHUIRUPV�DOO�WKHLU�UHVLVWHG�
H[HUFLVHV��ZKLFK�WHQGV�WR�SHUSHWXDWH�DQG�ZRUVHQ�WKH�SRVLWLRQDO�G\VIXQFWLRQ��7KH�<V��7V��DQG�:V�
IRFXV�SULPDULO\�RQ�WKH�VFDSXODU�DGGXFWRUV�DQG�UHWUDFWRUV�±�WKH�PLGGOH�WUDSH]LXV�DQG�UKRPERLGV�±�
DQG�KDYH�YHU\�QHJOLJLEOH�HIIHFW�RQ�LPSURYLQJ�WKH�VWDELOL]DWLRQ�IXQFWLRQ�RI�WKH�VHUUDWXV�DQWHULRU��
XSSHU�DQG�ORZHU�WUDSH]LXV�RU�LPSURYLQJ�VFDSXORWKRUDFLF�LQWHJULW\��

��� 3RRU�WLPLQJ�DQG�VHTXHQFLQJ�EHWZHHQ�WKH�VFDSXODU�VWDELOL]HUV��2QH�RI�WKH�ELJJHVW�IDXOWV�ZLWK�
VFDSXODU� G\VNLQHVLV� LV� LPSURSHU� WLPLQJ� DQG� VHTXHQFLQJ� RI� WKH� VFDSXODU� VWDELOL]HUV� WKDW� IDYRUV�
GRZQZDUG� URWDWLRQ��2IWHQ� WKLV� LV� VHHQ�GXULQJ� WKH� HFFHQWULF� SKDVH� RI� DQ� RYHUKHDG�PRWLRQ��7KH�
FOLHQW�FDQ�RIWHQ� OLIW� WKHLU�DUP�RYHUKHDG�ZLWK�UDWKHU�JRRG�PHFKDQLFV�EXW�DV� WKH\� ORZHU� LW� WR� WKH�
VWDUWLQJ�SRVLWLRQ��WKH�VFDSXOD�VHHPV�WR�µFUDVK¶��RU�UHWXUQV�WR�WKH�VWDUWLQJ�SRVLWLRQ�IDVWHU��DQG�LQ�DQ�
XQFRQWUROOHG�IDVKLRQ��WKDQ�WKH�DUP��7KH�VFDSXOD�ZLOO�RIWHQ�ZLQJ�PRUH�VLJQL¿FDQWO\��DQG�HYHQ�PRYH�
LQWR�GRZQZDUG�URWDWLRQ��EHIRUH�LW�UHWXUQV�WR�LWV�UHVWLQJ�SRVLWLRQ��7KLV�LV�DQ�HFFHQWULF�PRWRU�FRQWURO�
LVVXH�VR�QR�DPRXQW�RI�<V��7V��DQG�:V�ZLOO�FRUUHFW�WKLV�G\VIXQFWLRQ�DV�WKHVH�H[HUFLVHV�IRFXV�RQO\�
RQ�WKH�FRQFHQWULF�IXQFWLRQ�RI�WKH�VFDSXODU�DGGXFWRUV�DQG�UHWUDFWRUV��7KH�FOLHQW¶V�VFDSXODU�PRWLRQ�
PXVW�EH�LQ�YLHZ�WR�ZLWQHVV�WKHVH�DIRUHPHQWLRQHG�PHFKDQLFV�RU�WKH�WUDLQHU�RU�WKHUDSLVW�PXVW�SDOSDWH�
OLJKWO\�WKURXJK�WKHLU�VKLUW��EHLQJ�FDUHIXO�QRW�WR�GLVUXSW�WKHLU�QRUPDO�SDWWHUQLQJ�

1RWLFH� KRZ� WKLV� FOLHQW¶V� ULJKW�
VFDSXOD� LV� IDLUO\�ZHOO� FRQWUROOHG� LQ�
WKH� RYHUKHDG� PRWLRQ� �OHIW��� 7KHQ�
QRWH� WKH� VFDSXODU� ZLQJLQJ� DQG�
GRZQZDUG� URWDWLRQ� �DUURZ�� DV� WKH�
FOLHQW�ORZHUV�WKHLU�DUP��ULJKW���7KLV�
ZLQJLQJ� JHQHUDOO\� RFFXUV� DURXQG�
��� GHJUHHV� RI� VKRXOGHU� HOHYDWLRQ��
ZKHUH� WKH� VFDSXODU� VWDELOL]HUV� DUH�
DW� WKHLU� PRVW� GLVDGYDQWDJHG� SRLQW�
�ORQJHVW�OHQJWK�WHQVLRQ����
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6R�LV� WKHUH�D�SODFH�IRU�<V��7V��DQG�:V�LQ�FRUUHFWLYH�H[HUFLVH"�7KHVH�H[HUFLVHV�GR�VHUYH�RQH�EHQH¿W�
LQ� FRUUHFWLYH� H[HUFLVH� DQG� UHKDELOLWDWLRQ�� WR� WUDLQ�PRYHPHQW� DZDUHQHVV�RI� WKH� VFDSXOD�� ,Q� WKH� HDUO\�
SKDVHV� RI� UHKDELOLWDWLRQ� RU� FRUUHFWLYH� H[HUFLVH��PDQ\� FOLHQWV� DQG� SDWLHQWV� KDYH� YHU\� SRRU� VFDSXODU�
DZDUHQHVV��'XULQJ� WKLV� SKDVH��<V��7V�� DQG�:V� FDQ� EH� DQ� HIIHFWLYH�ZD\� WR� KHOS� EULQJ� D� FOLHQW¶V� RU�
SDWLHQW¶V�DZDUHQHVV�WR�WKHLU�VFDSXODH�SULRU�WR�KDYLQJ�WKHP�SHUIRUP�PRUH�G\QDPLF�H[HUFLVH��+RZHYHU��
DV�VWDWHG�DERYH�� WKH\�VKRXOG�RQO\�EH�XVHG�RQ�D�VKRUW�WHUP�EDVLV��EHFDXVH� WKH�SUREOHP�WKHVH�FOLHQWV�
KDYH� LV�ZLWK�HFFHQWULF�DQG�VWDELOL]DWLRQ�FRQWURO�RI� WKH� VFDSXOD��DQG� UDUHO\�ZLOO� FRQFHQWULF�H[HUFLVHV�
VXFK� DV�<V��7V�� DQG�:V� LPSURYH� D�PRWRU� FRQWURO� SUREOHP��<V� �OHIW���7V� �PLGGOH��� DQG�:V� �ULJKW����
1RWH�WKH�VFDSXODU�DGGXFWLRQ�DQG�ODFN�RI�67�FRQWURO�LQ�WKLV�FOLHQW�ZKLOH�SHUIRUPLQJ�WKH�SDWWHUQV��

;%00�%2+)0
7KH�ZDOO�DQJHO�LV�DQRWKHU�FRPPRQ�VFDSXODU�VWDELOL]DWLRQ�H[HUFLVH��7KHUH�DUH�WKUHH�PDLQ�SUREOHPV�ZLWK�
WKLV�H[HUFLVH�DQG�DUH�GLVFXVVHG�EHORZ��

��� 7KLV� H[HUFLVH� FUHDWHV� SUREOHPV� IRU� WKH� FOLHQW�
ZLWK� VFDSXODU� G\VNLQHVLV� EHFDXVH� WKH� IRFXV�
RI� WKH� ZDOO� DQJHO� LV� RQ� VFDSXODU� DGGXFWLRQ��
&OLHQWV� H[SHULHQFLQJ� VFDSXODU� G\VNLQHVLV�
KDYH� LVVXHV� ZLWK� VFDSXODU� VWDELOL]DWLRQ�� PRUH�
VSHFL¿FDOO\� ZLWK� VFDSXODH� DEGXFWLRQ� DQG�
XSZDUG�URWDWLRQ��ZUDSSLQJ�WKH�VFDSXODH�DURXQG�
WKH�WKRUD[��GXULQJ�RYHUKHDG�PRWLRQ��7KH�ZDOO�
DQJHO�GRHV�QRW� LPSURYH� WKLV� IXQFWLRQ�DQG�FDQ�
DFWXDOO\� DGG� WR� WKH� ODFN� RI� RSWLPDO� DEGXFWLRQ�
RI� WKH� VFDSXODH� GXULQJ� RYHUKHDG� PRYHPHQW�
�
�
�
�
�
�
�
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��� 7KH�VHFRQG�SUREOHP�ZLWK�WKH�ZDOO�DQJHO�LV�LQ�FOLHQWV�ZLWK�SRRU�WKRUDFLF�VWDELOL]DWLRQ��2IWHQ�FOLHQWV�
ZLOO�PDNH�XS�IRU�SRRU�WKRUDFLF�H[WHQVLRQ�E\�RYHUH[WHQGLQJ�DW�WKH�WKRUDFROXPEDU�MXQFWLRQ��D���7KLV�
ZLOO� FRPSURPLVH� WKRUDFROXPEDU� VWDELOL]DWLRQ� DQG�ZLOO� QRW� LPSURYH� VFDSXODU� IXQFWLRQ� RQFH� WKH�
FOLHQW�PRYHV�DZD\�IURP�WKH�ZDOO��

��� 7KH�WKLUG�SUREOHP�ZLWK�WKH�ZDOO�DQJHO�LV�WKH�GLVUXSWLRQ�RI�WKH�*+�D[LV�RI�URWDWLRQ�WKDW�RFFXUV�DV�WKH�
FOLHQW�WULHV�WR�JHW�WKH�DUPV�DJDLQVW�WKH�ZDOO��&OLHQWV�ZLWK�D�VWLII�SRVWHULRU�MRLQW�FDSVXOH�RU�WLJKWQHVV�
LQ�WKH�H[WHUQDO�URWDWRUV�ZLOO�GULYH�WKH�KHDG�RI�WKH�KXPHUXV�IRUZDUG�LQ�WKH�VRFNHW�DV�WKH\�DWWHPSW�
WR�SXW�WKHLU�DUPV�DJDLQVW�WKH�ZDOO��&OLHQWV�ZLWK�SRRU�UDQJH�RI�PRWLRQ�LQ�H[WHUQDO�URWDWLRQ�DQG�RU�
ODFNLQJ�VWUHQJWK�LQ�WKHLU�VFDSXODU�VWDELOL]HUV�DQG�H[WHUQDO�URWDWRUV�RI�WKH�*+�MRLQW�ZLOO�EH�XQDEOH�WR�
JHW�WKH�EDFN�RI�WKH�IRUHDUP�ÀXVK�ZLWK�WKH�ZDOO��

/LNH�WKH�<V��7V��DQG�:V��WKH�ZDOO�DQJHO�FDQ�EH�EHQH¿FLDO�IRU�WKH�
FOLHQW�ZKR�QHHGV�VFDSXODU�DGGXFWLRQ�RU�WKH�NLQHVWKHWLF�SRVWXUDO�
UHVSRQVH�SURYLGHG�E\�WKH�ZDOO��+RZHYHU��HQVXUH�WKDW�WKH�FOLHQW�
FDQ�ERWK�VWDELOL]H�WKH�WKRUDFROXPEDU�MXQFWLRQ�DV�ZHOO�DV�REWDLQ�
LGHDO�VFDSXODU�DQG�KXPHUDO�SRVLWLRQV�EHIRUH�UHFRPPHQGLQJ�WKLV�
H[HUFLVH���

:LWK�VRIW�WLVVXH�UHOHDVH�RI�KHU�ODWLVVLPXV�GRUVL�DQG�WKRUDFROXPEDU�
MXQFWLRQ��DV�ZHOO�DV�HGXFDWLRQ�RQ�73&�VWDELOL]DWLRQ��WKH�FOLHQW�LV�
DEOH�WR�SHUIRUP�D�PRUH�SUHFLVH�ZDOO�DQJHO��E���

)<)6'-7)�4)6*361%2')

7R�RSWLPDOO\�XVH�WKH�ZDOO�WR�LPSURYH�VSLQDO�DQG�VFDSXODU�VWDELOLW\��WKH�FOLHQW�VWDQGV�ZLWK�WKHLU�EDFN�WR�
WKH�ZDOO��7KH\�DFWLYDWH�WKH�VHUUDWXV�DQWHULRU�E\�UHDFKLQJ�WKHLU�DUPV�ORQJ��KRUL]RQWDO�DUURZV�LQ�LPDJH�
EHORZ���7KH\�DFWLYDWH� WKH�FRUH�VWDELOL]HUV� WR�PDLQWDLQ�D� ORQJ�VSLQH�DQG� WKHLU�EDFN�ÀXVK� WR� WKH�ZDOO�
ZLWKRXW�H[FHVVLYH�QHFN�ÀH[LRQ�RU�SRVWHULRU� WLOWLQJ�RI� WKH�SHOYLV�±� WKH�JRDO�VKRXOG�EH� WR�JHW� ORQJ�LQ�
WKH�VSLQH��7KH�FOLHQW� UHDFKHV� WKHLU�DUPV� WR� WKH�FHLOLQJ� LQ�DQ�DUFLQJ�PRWLRQ��ZKLFK�KHOSV�PDLQWDLQ�D�
VWDELOL]HG� VFDSXODU� SRVLWLRQ�� DQG� UHWXUQV� WR� WKH� VWDUWLQJ� SRVLWLRQ�� UHYHUVLQJ� WKH� DUFLQJ�PRWLRQ��7KLV�
SDWWHUQ�ZLOO�JHQHUDOO\�QRW�EH�XVHG�ZLWK�LQGLYLGXDOV�ZLWK�VLJQL¿FDQW�SRVWXUDO�DOWHUDWLRQV�DV�WKH\�ZLOO�EH�
XQDEOH�WR�DFKLHYH�WKH�RSWLPDO�SRVLWLRQLQJ�ZLWKRXW�VLJQL¿FDQW�FRPSHQVDWLRQV��

E�D�
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/I]�8S�4IVJSVQERGI
;EPP�%RKIP�

8LI�GPMIRX�QEMRXEMRW�E�PSRK�WTMRI�TSWMXMSR�ERH�GSVI�EGXMZEXMSR�XLVSYKLSYX�XLI�TEXXIVR��

8LI]�VIEGL�XLIMV�EVQW�PSRK��QEMRXEMRMRK�WIVVEXYW�ERXIVMSV�EGXMZEXMSR�XLVSYKLSYX�XLI�TEXXIVR���

8LI�EVQW�EVI�QSZIH�MR�ER�EVGMRK�X]TI�TEXXIVR�¯�XLI�WGETYPE�WLSYPH�RSX�IPIZEXI�HYVMRK�XLI�TEXXIVR��

'0-)28�7)27%8-32��8LI� GPMIRX� WLSYPH� JIIP� XLI� XIRWMSR� MR� XLI� WIVVEXYW� ERXIVMSV� ERH� PS[IV�
XLSVEGMG�WXEFMPM^IVW�ERH�RSX�I\TIVMIRGI�ER]�RIGO�ERH�YTTIV�FEGO�XIRWMSR�

/I]�8S�7YGGIWW
7GETYPEV�(]WOMRIWMW��=W��8W��ERH�;W��
ERH�;EPP�%RKIPW�

7GETYPEV� H]WOMRIWMW� MW�QSWX� EGGYVEXIP]� HIWGVMFIH� EW� E�QSXSV� GSRXVSP� MWWYI�[LIVI� XLIVI� MW� KIRIVEPP]�
SZIV�EGXMZEXMSR�SJ�XLI�HS[R[EVH�VSXEXSVW�ERH�ERXIVMSV�XMPXIVW�SJ�XLI�WGETYPE��%HHMXMSREPP]��MQTVSZMRK�XLI�
WXEFMPM^EXMSR�ERH�IGGIRXVMG�JYRGXMSR�SJ�XLI�YT[EVH�VSXEXSVW�ERH�TSWXIVMSV�XMPXIVW�SJ�XLI�WGETYPE�EVI�OI]�
XS�MQTVSZMRK�QSXSV�GSRXVSP�HYVMRK�QSZIQIRX�SJ�XLI�WLSYPHIV�GSQTPI\��=´W��8´W��ERH�;´W�ERH�[EPP�ERKIPW�
[MPP�RSX�MQTVSZI�WGETYPEV�H]WOMRIWMW�FIGEYWI�XLI�MWWYI�MW�E�QSXSV�GSRXVSP�MWWYI��RSX�ER�MREFMPMX]�XS�EHHYGX�
SV�VIXVEGX�XLI�WGETYPE�

/)=�� ;SVO� ½VWX� SR� MQTVSZMRK� MWSQIXVMG� GSRXVSP� ERH� XLIR� SR� IGGIRXVMG� GSRXVSP� FIJSVI�
TVSGIIHMRK�XS�GSRGIRXVMG�I\IVGMWIW�WYGL�EW�=W��8W��ERH�;W�ERH�[EPP�ERKIPW�JSV�GPMIRXW�ERH�TEXMIRXW�[MXL�
WGETYPEV�H]WOMRIWMW�
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4632)�8,36%'-'�)<8)27-32
3URQH�WKRUDFLF�H[WHQVLRQV��37(V��KHOS�WR�LPSURYH�PRVW�G\VIXQFWLRQDO�SRVWXUHV�±�LQFOXGLQJ�LQFUHDVHG�
RU� GHFUHDVHG� WKRUDFLF� N\SKRVLV�� OXPEDU� K\SR�� RU� K\SHUORUGRVLV�� DQG� SHOYLF� DQWHULRU� RU� SRVWHULRU��
WLOWV� ±� EHFDXVH� LW� DGGUHVVHV� WKH� IXQGDPHQWDO� SUREOHP� RI� WKHVH� SRVWXUDO� DOWHUDWLRQV�� DOWHUHG�
VWDELOL]DWLRQ�VWUDWHJLHV�RI�WKH�KHDG��QHFN��DQG�WKRUDFRSHOYLF�FDQLVWHU��

%\�DGGUHVVLQJ�WKH�WKUHH�NH\�DUHDV�RI�VWDELOL]DWLRQ�±�WKH�GHHS�QHFN�ÀH[RUV��WKH�WKRUDFRSHOYLF�FDQLVWHU�
�73&���DQG�WKH�GHHS�VSLQDO�H[WHQVRUV�±�37(�EHFRPHV�RQH�RI�WKH�PRVW�HIIHFWLYH�FRUUHFWLYH�H[HUFLVHV�
DV�ZHOO�DV�D�QHFHVVDU\�SUHUHTXLVLWH� WR�SHUIRUPLQJ�PDQ\�RI� WKH�SODQN�DQG�SXVKLQJ�SURJUHVVLRQV� WKDW��
ZLOO�IROORZ�

)<)6'-7)�4)6*361%2')��4,%7)�-�
7KH�FOLHQW�OLHV�SURQH�ZLWK�WKH�IRUHKHDG�UHVWLQJ�RQ�WKH�KDQGV�DQG�WKH�HOERZV�UHVWLQJ�RQ�WKH�WDEOH��EHORZ���
7KH�FOLHQW�JHQWO\�WXFNV�WKH�FKLQ�DQG�UHPDLQV�ZLWK�WKH�FKLQ�WXFNHG�WKURXJKRXW�WKH�SDWWHUQ��7KHLU�SXELF�
ERQH�VKRXOG�UHVW�JHQWO\�RQ�WKH�WDEOH�DQG�WKH\�VKRXOG�YLVXDOL]H�WKH�µORQJ�VSLQH�¶�7KH�VFDSXODH�DUH�JHQWO\�
SXOOHG�GRZQ�DQG�DURXQG�WKH�WKRUD[��HVVHQWLDOO\�WKH\�DUH�PRYLQJ�LQIHULRUO\�DQG�LQWR�XSZDUG�URWDWLRQ��
7KH�FOLHQW�FDQ�EH�FXHG�WR�JHQWO\�SXVK�WKH�HOERZV�LQWR�WKH�WDEOH�LI�WKH\�DUH�KDYLQJ�GLI¿FXOW\�GHWHUPLQLQJ�
KRZ�WR�SRVLWLRQ� WKHLU�VFDSXOD��7KH\�DUH� WKHQ� LQVWUXFWHG� WR�EUHDWKH� LQWR� WKH�DEGRPHQ�DQG� ORZ�EDFN��

7KLV�SRVLWLRQ� LV�PDLQWDLQHG� WKURXJK�
WKUHH� EUHDWK� F\FOHV�� ZRUNLQJ� XS�
WR� PDLQWDLQLQJ� WKH� SRVLWLRQ� DQG�
EUHDWKLQJ� SDWWHUQ� FRQWLQXRXVO\� IRU�
¿YH�PLQXWHV��

/I]�8S�4IVJSVQERGI
4VSRI�8LSVEGMG�)\XIRWMSR��4LEWI�-

8LI�GPMIRX´W�GLMR�VIQEMRW�XYGOIH�ERH�XLI]�ZMWYEPM^I�WSQISRI�TYPPMRK�XLIQ�WYTIVMSVP]�JVSQ�XLI�SGGMTYX�
ERH�MRJIVMSVP]�JVSQ�XLI�GSGG]\��LSVM^SRXEP�EVVS[W
��

8LI]�EGXMZEXI� XLI� WIVVEXYW�ERXIVMSV� ERH� PS[IV� XVETI^MYW� XS�QSZI� XLIMV� WGETYPEI� WPMKLXP]� MRJIVMSV� ERH�
XS[EVHW�XLI�QMH�E\MPPEV]�PMRI�SJ�XLI�XLSVE\�

8LI�GPMIRX�MW�GYIH�XS�HMETLVEKQEXMGEPP]�FVIEXLI�JVSQ�XLI�ERXIVMSV�EFHSQMREP�[EPP�XLVSYKL�XS�XLI�PYQFEV�
WTMRI��ZIVXMGEP�EVVS[
�

�'0-)28�7)27%8-32��8LI�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�EVI�KIXXMRK�PSRKIV�ERH�XLEX�XLIMV�IVIGXSV�
WTMREI�QYWGPI�KVSYT�MW�VIPE\IH��



���&+$37(5�6(9(1���&255(&7,9(�3$77(516�)25�7+(�6+28/'(5�$1'�+,3�&203/(;(6��_

)<)6'-7)�4)6*361%2')��4,%7)�--

3KDVH�,,�EHJLQV�WKH�DEGRPLQDO�EUHDWKLQJ�FR�DFWLYDWLRQ�VHTXHQFH��7KH�FOLHQW�PDLQWDLQV�WKH�VDPH�SRVLWLRQ�
DQG�LPDJHU\�DV�LQ�SKDVH�,��6KH�DFWLYDWHV�KHU�DEGRPLQDO�ZDOO�DQG�FRQWLQXH�GLDSKUDJPDWLF�EUHDWKLQJ��
%HJLQ�ZLWK�RQH�FRRUGLQDWHG�FR�DFWLYDWLRQ�EUHDWK�F\FOH��ZRUNLQJ�XS�WR�WHQ�EUHDWK�F\FOHV��

/I]�8S�4IVJSVQERGI
4VSRI�8LSVEGMG�)\XIRWMSR��4LEWI�PP

7MQMPEV�XS�TLEWI�-�[MXL�XLI�EHHIH�GSQTSRIRX�SJ�EFHSQMREP�[EPP�GS�EGXMZEXMSR��8LI�GPMIRX�WLSYPH�FI�EFPI�
XS�QEMRXEMR�XLMW�EGXMZEXMSR�XLVSYKLSYX�XLI�IRXMVI�FVIEXL�G]GPI�

'0-)28�7)27%8-32��%W�MR�TLEWI�-��XLI�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�EVI�KIXXMRK�PSRKIV�ERH�XLEX�
XLIMV�IVIGXSV�WTMREI�QYWGPI�KVSYT�VIQEMRW�VIPE\IH�



��� _��&255(&7,9(�(;(5&,6(�62/87,216�72�&20021�+,3�$1'�6+28/'(5�'<6)81&7,21

)<)6'-7)�4)6*361%2')��4,%7)�---

3KDVH�,,,�DGGV�LQ�WKH�WKRUDFLF�H[WHQVLRQ�FRPSRQHQW�WR�WKH�DERYH�VHTXHQFH��0DLQWDLQLQJ�SKDVH�,,�FR�
DFWLYDWLRQ�RI�WKH�DEGRPLQDO�ZDOO�ZLWK�GLDSKUDJPDWLF�EUHDWKLQJ��WKH�FOLHQW�LQKDOHV�DQG�EHJLQV�WR�VORZO\�
OLIW� WKH� WKRUD[�DQG�KHDG� WRZDUGV� WKH�FHLOLQJ�� ,W�VKRXOG�EH�D�FRPELQHG� OLIW�ZLWK�VSLQDO�HORQJDWLRQ�VR�
WKHUH�VKRXOG�EH�PLQLPDO�DFWLYLW\�LQ�WKH�OXPEDU�RU�WKRUDFLF�HUHFWRUV��7KLV�OLIW�LV�DFFRPSOLVKHG�WKURXJK�D�
FRPELQDWLRQ�RI�LQWUD�DEGRPLQDO�SUHVVXUH�DQG�K\GUDXOLF�DPSOL¿HU�W\SH�DFWLYDWLRQ�RI�WKH�GHHS�WKRUDFLF�
H[WHQVRUV� �PXOWL¿GL� DQG� VHPLVSLQDOLV� WKRUDFLV���7KH�FOLHQW�PDLQWDLQV� WKLV�SRVLWLRQ� IRU� D� WZR�VHFRQG�
FRXQW�DQG�WKHQ�VORZO\�UHWXUQV�WR�WKH�VWDUWLQJ�SRVLWLRQ�RQ�WKH�H[KDODWLRQ���

3URQH�WKRUDFLF�H[WHQVLRQ���
3KDVH�,,,�±�VLGH�YLHZ�

3URQH�WKRUDFLF�H[WHQVLRQ��3KDVH�,,,�±�D[LDO�YLHZ�

/I]�8S�4IVJSVQERGI
4VSRI�8LSVEGMG�)\XIRWMSR��4LEWI�PPP�

8LI� XLSVEGMG� PMJX� WLSYPH�RSX�FI�ER�YT� XS[EVHW� XLI�GIMPMRK� PMJX� EW� MR� XLI� XVEHMXMSREP�³WYTIVQER�́I\IVGMWI��
FYX�VEXLIV�ER�IPSRKEXMSR�PMJX��EPQSWX�EW�MJ�FPS[MRK�YT�E�PSRK�FEPPSSR��&IGEYWI�XLI�KSEP�SJ�XLMW�I\IVGMWI�MW�
EGXMZEXMSR�SJ�XLI�HIIT�WTMREP�WXEFMPM^IVW�EW�[IPP�EW�WTMREP�IPSRKEXMSR��TEPTEXI�]SYV�GPMIRX´W�IVIGXSV�WTMREI�XS�
IRWYVI�XLEX�XLIVI�MW�RS�I\GIWWMZI�EGXMZMX]��-J�XLIVI�MW�I\GIWWMZI�IVIGXSV�EGXMZMX]��LEZI�XLI�GPMIRX�VIPE\��VIWIX�XLI�
TSWMXMSR��ERH�VITIEX�[MXL�HIGVIEWIH�IQTLEWMW�SR�XLI�PMJX�ERH�ER�MRGVIEWIH�JSGYW�SR�IPSRKEXMRK�XLI�WTMRI��
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3URQH� WKRUDFLF� H[WHQVLRQ�� 3KDVH� ,,,� ±� NLQHVWKHWLF� FXLQJ�� &XH� \RXU� FOLHQW� WR� GHSUHVV� DQG� XSZDUGO\��
URWDWH� WKH�VFDSXOD�E\�VLPXOWDQHRXVO\�SXVKLQJ�WKHLU�VFDSXOD�XS�WRZDUGV� WKH�KHDG�DQG�LQ� WRZDUGV� WKH�
VSLQH��ORQJHU�DUURZ��DV�WKH�FOLHQW�UHVLVWV�E\�SXVKLQJ�LQIHULRUO\�DQG�DQWHULRUO\��WZR�VPDOOHU�DUURZV�����

3URQH�WKRUDFLF�H[WHQVLRQ��3KDVH�,,,�±�YHUEDO�FXLQJ��1RWLFH�WKH�K\SHUWRQLFLW\�DQG�GHHS�YDOOH\��DUURZ��
WKDW�LV�FUHDWHG�ZKHQ�WKH�FOLHQW�RYHUXVHV�WKHLU�OXPEDU�HUHFWRU�VSLQDH�WR�SHUIRUP�WKH�WKRUDFLF�OLIW��OHIW���
7KHQ�QRWLFH�WKH�GHFUHDVHG�WRQLFLW\�DQG�VPRRWKHU�FRQWRXU�WKDW�LV�FUHDWHG�RQFH�WKH\�DUH�FXHG�WR�µDFWLYDWH�
WKH�FRUH�DQG�PDLQWDLQ�D�ORQJ�VSLQH¶��ULJKW����

1ER]�GPMIRXW�[MXL�HS[R[EVH�VSXEXMSR�W]RHVSQI�ERH�SZIVEGXMZEXMSR�SJ�XLI�PIZEXSV�WGETYPE�[MPP�WXVYKKPI�
[MXL�KIXXMRK� XLI�TVSTIV�EGXMZEXMSR�SJ� XLI�WIVVEXYW�ERXIVMSV�ERH� PS[IV� XVETI^MYW�� -J� XLI�GPMIRX�LEW� XLMW�
TVSFPIQ��XV]�XLI�JSPPS[MRK�OMRIWXLIXMG�GYI��KIRXP]�TYWL�XLI�GPMIRX´W�WGETYPE�MRXS�IPIZEXMSR�ERH�HS[R[EVH�
VSXEXMSR� ERH� EWO� XLIQ� XS� VIWMWX� ]SYV� TYWL� �WII� LERH� TSWMXMSR� FIPS[
�� 8LI]� [MPP� XLIR� IRKEKI� XLI�
OMRIWXLIXMG�ERH�VI¾I\MZI�EGXMSR�SJ�WIVVEXYW�ERXIVMSV�ERH�PS[IV�XVETI^MYW�EGXMZEXMSR�XS�VIWMWX�]SYV�XIRWMSR��
4IVJSVQ�XLMW�JSV�WIZIVEP�VITIXMXMSRW�SJ�½ZI�WIGSRH�LSPHW��MRGVIEWMRK�MX�XS�XIR�WIGSRH�LSPHW�YRXMP�XLI�GPMIRX�
MW�EFPI�XS�EGLMIZI�XLMW�TSWMXMSR�SR�XLIMV�S[R�

'0-)28�7)27%8-32��8LI�48)�WLSYPH�FI�VIPEXMZIP]�IJJSVXPIWW�ERH�FI�E�VIPMIJ�TSWMXMSR�JSV�GPMIRXW�
ERH�TEXMIRXW�I\TIVMIRGMRK�RIGO�ERH�YTTIV�FEGO�XIRWMSR�
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%61�70-()
7KH�FKDOOHQJH�LQ�UHVWRULQJ�67�VWDELOLW\�DQG�RSWLPDO�*+�PRWLRQ�OLHV�LQ�WKH�SURSHU�SRVLWLRQLQJ�RI�WKH�
FOLHQW�DV�ZHOO�DV�LQ�WKH�H[HUFLVH�VHOHFWLRQ��7KH�IROORZLQJ�H[HUFLVH�SURJUHVVLRQ�LV�H[WUHPHO\�HIIHFWLYH�DW�
DFWLYDWLQJ�WKH�VFDSXODU�VWDELOL]HUV��PDLQO\�WKH�VHUUDWXV�DQWHULRU�DQG�WKH�ORZHU�WUDSH]LXV��LQ�WKHLU�PRVW�
IXQFWLRQDO�SRVLWLRQ�±�DEGXFWLRQ��XSZDUG�URWDWLRQ��DQG�SRVWHULRU� WLOW��0RUHRYHU�� WKHVH�SDWWHUQV�DLG� LQ�
µJURRYLQJ¶� WKH� SURSHU� SODQH�RI� VFDSXORWKRUDFLF� DQG�JOHQRKXPHUDO�PRWLRQ� LQ� DGGLWLRQ� WR� LPSURYLQJ�
VFDSXORKXPHUDO� GLVVRFLDWLRQ�� 5HFDOO� WKDW� LQ� 67� G\VNLQHVLV�� WKH� ODFN� RI� RSWLPDO� VFDSXORKXPHUDO�
GLVVRFLDWLRQ�FDQ�GULYH�67�G\VIXQFWLRQ��7KH�DUP�VOLGH�FDQ�KHOS�UHVWRUH�WKLV�GLVVRFLDWLRQ�DQG�LPSURYH�
WKH�FRRUGLQDWLRQ�EHWZHHQ�WKH�67�DQG�*+�DUWLFXODWLRQV��DFKLHYLQJ�EHWWHU�VHUUDWXV�DQWHULRU�DQG�ORZHU�
WUDSH]LXV�DFWLYDWLRQ��/DWLVVLPXV�GRUVL� VKRUWQHVV�RIWHQ� OLPLWV� WKH� UDQJH�RI�RYHUKHDG�PRWLRQ�DQG� WKLV�
SURJUHVVLRQ�LV�DQ�HIIHFWLYH�ZD\�WR�DFWLYHO\�OHQJWKHQ�WKLV�PXVFOH��$WWHQWLRQ�PXVW�EH�SDLG�WR�WKH�QXDQFHV�
RI�WKLV�H[HUFLVH��DV�WKLV�LV�D�GHFHSWLYHO\�FKDOOHQJLQJ�H[HUFLVH�

)<)6'-7)�4)6*361%2')��4,%7)�-%��-&��%2(�-'
7KH�FOLHQW�EHJLQV�E\�IDFLQJ�WKH�ZDOO�DSSUR[LPDWHO\�RQH�VWHS�DZD\�IURP�LW��7KH�DUPV�VKRXOG�EH�SODFHG�
ZLWK�WKH�XSSHU�DUPV�SDUDOOHO�WR�WKH�ÀRRU��WKH�PHGLDO�DVSHFW�RI�WKH�KDQGV�LQ�FRQWDFW�ZLWK�WKH�ZDOO��DQG�
WKH�DUPV�VOLJKWO\�ZLGHU�WKDQ�VKRXOGHU�ZLGWK��7KH�ZDOO�DLGV�LQ�VXSSRUWLQJ�VRPH�RI�WKH�ZHLJKW�RI�WKH�OLPE�
DV�WKH�LQGLYLGXDO�LV�GHYHORSLQJ�PRWRU�FRQWURO�DQG�*+�FRRUGLQDWLRQ��7KH�FOLHQW�OLJKWO\�SXVKHV�WKH�XOQDU�
DVSHFW�RI�WKHLU�KDQG�LQWR�WKH�ZDOO��DFWLYDWLQJ�WKH�VHUUDWXV�DQWHULRU��DQG�WDNHV�D�VWHS�WRZDUGV�WKH�ZDOO��
VLPXOWDQHRXVO\�VOLGLQJ�WKH�DUPV�XS�WKH�ZDOO�LQ�D�VOLJKW�µ<¶�DQJOH��7KH�VFDSXODH�VKRXOG�EH�FRQWUROOHG��
ERWK�GXULQJ�WKH�OLIWLQJ�DQG�ORZHULQJ�RI�WKH�DUPV��WKURXJK�DFWLYDWLRQ�RI�WKH�VHUUDWXV�DQWHULRU�DQG�ORZHU�
WUDSH]LXV��2QFH�WKH�FOLHQW�GHYHORSV�SUR¿FLHQF\��SURJUHVV�WKHP�WR�D�QDUURZHU�SDWWHUQ�DQG�WKHQ�SHUIRUP�
WKH�XQLODWHUDO�SDWWHUQ�ZLWK�FRQFXUUHQW�WKRUDFLF�URWDWLRQ��

:DOO�DUP�VOLGH��� � � � � �:DOO�DUP�VOLGH���
3KDVH�,D�±�<�SDWWHUQ�� � � � � �3KDVH�,E�±�ZLWK�QDUURZ�DUP�SRVLWLRQ��
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:DOO�DUP�VOLGH���
3KDVH�,F�±�ZLWK�WKRUDFLF�URWDWLRQ�

)<)6'-7)�4)6*361%2')��4,%7)�--

3KDVH�,,�EHJLQV�ZLWK�WKH�FOLHQW�O\LQJ�VXSLQH��WKHLU�KDQG�SODFHG�QH[W�WR�WKH�KHDG��7KH�HOERZ�PXVW�UHPDLQ�
FORVH�WR�WKH�KHDG�DQG�SRLQWHG�WRZDUGV�WKH�FHLOLQJ��7KH\�DFWLYDWH�WKH�FRUH�WR�VWDELOL]H�WKH�ULE�FDJH�LQ�DQ�
LQIHULRU�SRVLWLRQ��7KH�FOLHQW�PDLQWDLQV�WKLV�SRVLWLRQ�WKURXJKRXW�WKH�SDWWHUQ��7KH\�VOLGH�WKHLU�DUP�DORQJ�
WKH�WDEOH�RU�ÀRRU�DV�IDU�DV�WKH\�FDQ�ZKLOH�PDLQWDLQLQJ�WKH�ULE�FDJH�DQG�DUP�SRVLWLRQV��7KH\�WKHQ�SXOO�
WKH�DUP�EDFN�WR�WKH�VWDUWLQJ�SRVLWLRQ��%HJLQ�ZLWK�WHQ�UHSHWLWLRQV��SURJUHVVLQJ�WR�WZHQW\�UHSHWLWLRQV�DV�
WKH�FOLHQW�JDLQV�FRQWURO���

/I]�8S�4IVJSVQERGI
%VQ�7PMHI��4LEWI�PP

8LI�GPMIRX�QEMRXEMRW�EGXMZMX]�MR�XLI�WIVVEXYW�ERXIVMSV�EW�XLI]�WPMHI�XLIMV�EVQ�SZIVLIEH��8LI]�WLSYPH�SRP]�KS�
EW�JEV�EW�XLI]�GER��OIITMRK�XLI�IPFS[�RI\X�XS�XLI�LIEH��'EVI�WLSYPH�FI�XEOIR�RSX�XS�PIX�XLI�EVQ�HIZMEXI�
JVSQ�XLI�QMHPMRI�EW�XLMW�RYPPM½IW�XLI�FIRI½XW�SJ�XLI�I\IVGMWI�

'0-)28�7)27%8-32��8LI� GPMIRX� WLSYPH� JIIP� EW� MJ� XLI]� EVI� PMJXMRK� XLIMV� EVQ� SZIVLIEH�[MXL� XLI�
WIVVEXYW�ERXIVMSV��8LI]�GER�TEPTEXI�EPSRK�XLIMV�VMF�EXXEGLQIRXW�XS�JIIP�XLI�EGXMZMX]�SJ�XLIMV�WIVVEXYW�ERXIVMSV���

$UP�VOLGH��3KDVH�,,�±�VXSLQH�
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)<)6'-7)�4)6*361%2')��4,%7)�---

3KDVH�,,,�EHJLQV�ZLWK�WKH�FOLHQW�VWDQGLQJ�ZLWK�WKHLU�EDFN�DJDLQVW�D�ZDOO��7KH�VSLQH�VKRXOG�UHPDLQ�LQ�D�
QHXWUDO�SRVLWLRQ�ZLWK�WKH�ULE�FDJH�LQ�DQ�LQIHULRU�SRVLWLRQ�DJDLQVW�WKH�ZDOO��7KH�DUP�SODFHPHQW�LV�WKH�VDPH�
DV�LQ�WKH�O\LQJ�YHUVLRQ��7KH�FOLHQW�DFWLYDWHV�WKHLU�FRUH�WR�VWDELOL]H�WKH�ULE�FDJH�LQ�DQ�LQIHULRU�SRVLWLRQ��
7KH\�PDLQWDLQ�WKLV�SRVLWLRQ�WKURXJKRXW�WKH�SDWWHUQ��7KH�FOLHQW�VOLGHV�WKHLU�DUP�DORQJ�WKH�ZDOO�DV�IDU�DV�
WKH\�FDQ�ZKLOH�PDLQWDLQLQJ�WKH�ULE�FDJH�DQG�DUP�SRVLWLRQV��7KH\�WKHQ�SXOO�WKH�DUP�EDFN�WR�WKH�VWDUWLQJ�
SRVLWLRQ��%HJLQ�ZLWK�WHQ�UHSHWLWLRQV��SURJUHVVLQJ�WR�WZHQW\�UHSHWLWLRQV�DV�WKH�FOLHQW�JDLQV�FRQWURO���

/I]�8S�4IVJSVQERGI
%VQ�7PMHI��4LEWI�PPP

8LI�GPMIRX�QEMRXEMRW�EGXMZMX]�MR�XLI�WIVVEXYW�ERXIVMSV�EW�XLI]�WPMHI�XLIMV�EVQ�SZIVLIEH��8LI]�WLSYPH�SRP]�
KS�EW�JEV�EW�XLI]�GER��OIITMRK�XLI�IPFS[�RI\X�XS�XLI�LIEH��8LI]�WLSYPH�XLMRO�EFSYX�FVMRKMRK�XLI�WGETYPE�
HS[R�EVSYRH�XLI�VMF�GEKI��WQEPP�EVVS[
�EW�XLI�EVQ�KSIW�SZIVLIEH��'EVI�WLSYPH�FI�XEOIR�RSX�XS�PIX�XLI�
EVQ�HIZMEXI�JVSQ�XLI�QMHPMRI�EW�XLMW�RYPPM½IW�XLI�FIRI½XW�SJ�XLI�I\IVGMWI�

'0-)28�7)27%8-32��7MQMPEV�XS�TLEWI�--��XLI�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�EVI�PMJXMRK�XLIMV�EVQ�SZIV�
LIEH�[MXL�XLI�WIVVEXYW�ERXIVMSV��=SY�GER�TEPTEXI�EPSRK�XLI�VMF�EXXEGLQIRXW�XS�JIIP�XLI�EGXMZMX]�SJ�XLIMV�
WIVVEXYW�ERXIVMSV�

$UP�VOLGH��3KDVH�,,,�±�ZDOO��D±E���1RWH�SRRU�GLVVRFLDWLRQ�LQ�WKH�*+�MRLQW�DQG�ORVV�RI�VDJLWWDO�SODQH�
PRWLRQ�ZKHQ�WKH�FOLHQW�WULHV�WR�H[FHHG�KLV�DYDLODEOH�UDQJH�RI�PRWLRQ��F���

E� F�D�
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;%00�40%2/��4,%7)�-
2IWHQ�FDWHJRUL]HG�DV�D�FRUH�H[HUFLVH��WKH�SODQN�VHULHV�LV�WR�WKH�XSSHU�ERG\�ZKDW�WKH�VTXDW�SURJUHVVLRQ�
LV�WR�WKH�ORZHU�ERG\��,W�LV�RQH�RI�WKH�PRVW�HIIHFWLYH�XSSHU�ERG\�H[HUFLVHV�DV�LW�WUDLQV�WKH�HQWLUH�DQWHULRU�
ÀH[RU�FKDLQ�LQ�DGGLWLRQ�WR�WKH�VFDSXODU�VWDELOL]HUV��8QIRUWXQDWHO\��WKHVH�DOVR�WHQG�WR�EH�DPRQJ�WKH�PRVW�
SRRUO\�SHUIRUPHG�H[HUFLVHV�E\�WKH�PDMRULW\�RI�FOLHQWV�DQG�SDWLHQWV��3UHFLVLRQ�LQ�SHUIRUPDQFH�LV�NH\�DQG�
VHYHUDO�SURJUHVVLRQV�IRU�XWLOL]LQJ�WKH�SODQN�SDWWHUQV�DUH�RXWOLQHG�QH[W��

'XH�WR�ORZ�OHYHO�ORDGLQJ��WKH�ZDOO�SODQN�LV�RQH�RI�WKH�PRVW�HIIHFWLYH�ZD\V�WR�WUDLQ��FXH��DQG�UHVWRUH�
VFDSXODU�VWDELOL]DWLRQ��$GGLWLRQDO�EHQH¿WV�LQFOXGH��

��� ,W�WHDFKHV�QHXWUDO�VSLQH�SRVWXUH�IURP�WKH�KHDG�WR�WKH�IHHW�

��� ,W�LV�DQ�HDV\�ZD\�WR�EHJLQ�WHDFKLQJ�FRUH�DFWLYDWLRQ�DQG�GLDSKUDJPDWLF�EUHDWKLQJ�LQ�WKH�XSULJKW�SRVLWLRQ�

��� %HFDXVH�RI�WKH�ÀH[HG�DUP�SRVLWLRQ��LW�LV�DQ�H[FHOOHQW�ZD\�WR�UHVWRUH�XSZDUG�URWDWLRQ�DQG�SRVWHULRU�
WLOWLQJ�RI�WKH�VFDSXODH�

)<)6'-7)�4)6*361%2')

7KH�JRDO�RI� WKLV�H[HUFLVH� LV� VFDSXODU�VWDELOL]DWLRQ�VR� WKH� IRFXV� LV�RQ�PDLQWDLQLQJ�D�VWDEOH�SRVLWLRQ�RI�
WKH�VWDWLRQDU\�DUP��7KH�FOLHQW�EHJLQV�ZLWK�DUPV�DW�D�FRPIRUWDEOH�OHYHO�RI�ÀH[LRQ�±�JHQHUDOO\�ZLWK�WKH�
XSSHU�DUPV�DSSUR[LPDWHO\�SDUDOOHO�WR�WKH�ÀRRU�±�ZLWK�WKH�JRDO�RI�REWDLQLQJ�XSZDUG�VFDSXODU�URWDWLRQ�DQG�
VWDELOL]DWLRQ��7KH\�VWHS�DSSUR[LPDWHO\��±���LQFKHV�IURP�WKH�ZDOO��SODFLQJ�WKH�IRUHDUPV�DQG�KDQGV�ÀDW�
DJDLQVW� LW��7KH�FOLHQW�PDLQWDLQV�D�ORQJ�VSLQH��FRUH�DFWLYDWLRQ��DQG�GLDSKUDJPDWLF�EUHDWKLQJ��8VLQJ�WKH�
VHUUDWXV�DQWHULRU��WKH\�SXVK�WKHLU�WUXQN�DZD\�IURP�WKH�ZDOO��0DLQWDLQLQJ�VHUUDWXV�DQWHULRU�DFWLYDWLRQ��WKH�
FOLHQW�UHDFKHV�RQH�DUP�XS�WKH�ZDOO�DQG�UHWXUQV�LW�WR�WKH�VWDUWLQJ�SRVLWLRQ��7KH�VWDWLRQDU\�DUP�LV�WKH�ZRUNLQJ�
DUP��QRW�WKH�PRYLQJ�DUP��7KHUH�VKRXOG�EH�QR�VKLIWLQJ�RI�WKH�QHFN�RU�WKRUD[�WKURXJKRXW�WKH�SDWWHUQ��

3KDVH�,,�RI�WKH�ZDOO�SODQN�DGGV�D�URWDWLRQDO�FRPSRQHQW�WR�WKH�VKRXOGHU��ZKLFK�PDNHV�LW�DQ�HIIHFWLYH�
FORVHG�FKDLQ�URWDWRU�FXII�H[HUFLVH��7R�HQVXUH�VHUUDWXV�DQWHULRU�DFWLYDWLRQ��WKH�FOLHQW�PDNHV�VXUH�WR�SXVK�
DZD\�IURP�WKH�ZDOO�WKURXJKRXW�WKH�SDWWHUQV�

/I]�8S�4IVJSVQERGI
;EPP�4PERO

8LI�GPMIRX�EGXMZEXIW�XLIMV�HIIT�RIGO�¾I\SVW��WIVVEXYW�ERXIVMSV��ERH�HIIT�EFHSQMREP�[EPP��8LI]�QEMRXEMR�
XLMW�EGXMZEXMSR�ERH�GSRXMRYI�HMETLVEKQEXMG�FVIEXLMRK�EW�XLI]�PMJX�SV�VSXEXI�

'0-)28�7)27%8-32��=SYV�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�QEMRXEMR�E�PSRK�WTMRI�ERH�WIVVEXYW�ERXIVMSV�
EGXMZEXMSR�F]�TYWLMRK�E[E]�JVSQ�XLI�[EPP�[MXL�XLI�WXEXMSREV]�EVQ�XLVSYKLSYX�XLI�TEXXIVRW��



��� _��&255(&7,9(�(;(5&,6(�62/87,216�72�&20021�+,3�$1'�6+28/'(5�'<6)81&7,21

:DOO�SODQN��3KDVH�,�±�DUP�VOLGH�

:DOO�SODQN��3KDVH�,,�±�ZLWK�VKRXOGHU�URWDWLRQ��HOERZ�VXSSRUW��

:DOO�SODQN��3KDVH�,,�±�ZLWK�VKRXOGHU�URWDWLRQ��KDQG�VXSSRUW���D±F��

,W� LV� LPSRUWDQW� WR� REVHUYH� WKH� FOLHQW� IRU� VLJQV� RI� VFDSXODU� LQVWDELOLW\� WKURXJKRXW� WKH� SODQN� VHULHV���
1RWH� KRZ� WKH� FOLHQW� KDV� ORVW� VFDSXODU� FRQWURO� DQG� WKH� VXSHULRU��PHGLDO� ERUGHU� RI� WKH� ULJKW� VFDSXOD�
KDV� HOHYDWHG� UDWKHU� WKDQ� DEGXFWHG� DURXQG� WKH� WKRUD[� �F��� 7KLV� SRVWXUH� ZLOO� RQO\� JHW� ZRUVH� RQFH��
WKH� DUP� LV� ORDGHG� VR� LW� LV� LPSRUWDQW� WR� HVWDEOLVK� VFDSXODU� VWDELOLW\� SULRU� WR� DGGLQJ� UHVLVWDQFH� RU��
SURJUHVVLQJ�WR�D�ORZHU�SODQN�SRVLWLRQ��

E� F�D�
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,-4�'3140)<
(=7*92'8-327�-2�03;)6�)<86)1-8=�4%88)627
$V� GLVFXVVHG� SUHYLRXVO\�� LGHQWLI\LQJ� G\VIXQFWLRQDO� PRYHPHQW� SDWWHUQV� LV� WKH� ¿UVW� VWHS� LQ� WKH�
FRUUHFWLYH� VWUDWHJ\�EHFDXVH� LI�G\VIXQFWLRQ� LV�QRW� LGHQWL¿HG�� WKH�FOLHQW�ZLOO�SHUSHWXDWH� WKHLU�KDELWXDO�
SDWWHUQV�� 7KHUHIRUH�� WKH� ¿WQHVV� SURIHVVLRQDO� DQG� WKHUDSLVW� PXVW� EHFRPH� DGHSW� DW� UHFRJQL]LQJ� WKH�
VLJQV� RI� G\VIXQFWLRQDO� SDWWHUQV� ZKLFK� FDQ� EH� LGHQWL¿HG� ERWK� YLVXDOO\� DQG� WKURXJK� SDOSDWLRQ�� 7KH�
¿WQHVV�SURIHVVLRQDO�RU�WKHUDSLVW�ZLOO�ZDQW�WR�REVHUYH�WKH�FOLHQW¶V�DELOLW\�WR�SUR[LPDOO\�VWDELOL]H�ZKLOH�
SHUIRUPLQJ�GLDSKUDJPDWLF�EUHDWKLQJ�ZKLOH�EHLQJ�DEOH� WR�GLVVRFLDWH� WKH�H[WUHPLWLHV�DV� WKH\�SHUIRUP�
WKHLU�SDWWHUQV��$OVR�UHIHU�EDFN�WR�WKH�HDUOLHU�VHFWLRQV�RQ�DVVHVVPHQW�DQG�KLS�IXQFWLRQ��IRU�DGGLWLRQDO�
VLJQV�RI�PRYHPHQW�G\VIXQFWLRQ��

6)7)%8-2+�8,)�*)136%0�,)%(
7KH�IROORZLQJ�WHFKQLTXH�LV�H[WUHPHO\�HIIHFWLYH�IRU� LPSURYLQJ�KLS�PRELOLW\� WKDW�UHVXOWV�IURP�D�WLJKW�
SRVWHULRU�KLS�FDSVXOH� UHVWULFWLRQ�RU�DQ�RYHUDFWLYH�SRVWHULRU�PXVFXODWXUH� LQFOXGLQJ� WKH�GHHS�H[WHUQDO�
URWDWRUV��JHPHOOL�DQG�REWXUDWRUV��RU�VXSHU¿FLDO�¿EHUV�RI�WKH�JOXWHXV�PD[LPXV��,I�XVHG�ZLWK�UHOD[DWLRQ�
WHFKQLTXHV��WKLV�SURFHGXUH�LV�DOVR�HIIHFWLYH�IRU�UHOD[LQJ�DQ�RYHUDFWLYH�UHFWXV�IHPRULV�DQG�WHQVRU�IDVFLDH�
ODWDH��$GGLWLRQDOO\��LW�LPSURYHV�KLS�FHQWUDWLRQ��FHQWHUV�WKH�IHPRUDO�KHDG�LQ�WKH�VRFNHW���

/I]�8S�4IVJSVQERGI
6IWIEXMRK�XLI�*IQSVEP�,IEH

&IKMR�[MXL�XLI�GPMIRX�MR�E�WYTMRI�TSWMXMSR�[MXL�XLI�XLIVETMWX�WXERHMRK�SR�XLI�EJJIGXIH�WMHI��8LI�XLIVETMWX�
TPEGIW�XLIMV�WYTIVMSV�LERH�EVSYRH�XLI�PEXIVEP�EWTIGX�SJ�XLI�GPMIRX´W�MPMEG�GVIWX�[MXL�XLIMV�½RKIVW�QSRMXSVMRK�
XLI�TSWXIVMSV�EWTIGX�SJ�XLI�LMT��ERH�XLIMV�MRJIVMSV�LERH�GYTTIH�EVSYRH�XLI�GPMIRX´W�ORII���
��

&IKMRRMRK�[MXL�E�KIRXPI�GSQTVIWWMSR�[MXL� XLI� MRJIVMSV�LERH�� XLI� XLIVETMWX�QSZIW� XLI�GPMIRX´W�LMT� MRXS�
¾I\MSR��EHHYGXMSR�ERH�MRXIVREP�VSXEXMSR�YRXMP�E�XEYXRIWW��MREFMPMX]�XS�IEWMP]�QSZI�XLI�NSMRX
�MW�JIPX���
��

8LI� XLIVETMWX� LSPHW� VIWMWXERGI� EX� XLEX� TSMRX� ERH� XLI� GPMIRX� TYWLIW� �[MXL� ETTVS\MQEXIP]� ��	�SJ� XLIMV�
WXVIRKXL
�MRXS�XLI�XLIVETMWX´W�VIWMWXERGI�JSV�ETTVS\MQEXIP]���WIGSRHW���
��

%W�XLI�GPMIRX�VIPE\IW��XLI�GYI�XS�³VIPE\�XLI�LMT�́SV�XS�³PIX�XLI�LMT�WMRO�KIRXP]�FEGO�MRXS�XLI�WSGOIX �́MW�KMZIR�EW�XLI�
XLIVETMWX�QSZIW�XLI�LMT�XS�XLI�RI\X�FEVVMIV�SV�XS�XLI�TSMRX�EX�[LMGL�XLI�NSMRX�GERRSX�FI�IEWMP]�QSZIH���
��

�� �� �� ��
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&OLHQWV� ZKR� DUH� XQDEOH� WR� JHW� GLUHFW�
VRIW�WLVVXH� ZRUN� RU� UHTXLUH� RQ�JRLQJ�
LQWHUYHQWLRQ� FDQ� EH� JLYHQ� KRPH� H[HUFLVH�
WHFKQLTXHV� VXFK� DV� XVLQJ� D� IRDP� UROO�
RU� WHQQLV� EDOO� RYHU� WKH� SRVWHULRU� KLS�
VWUXFWXUHV��7KLV�VWUDWHJ\�ZRUNV�ZHOO�SULRU�
WR� XVLQJ� D� UHOD[DWLRQ� WHFKQLTXH� IRU� WKRVH�
FOLHQWV�ZLWK�RYHUDFWLYLW\�LQ�WKHLU�SRVWHULRU�
KLS� PXVFXODWXUH�� &OLHQWV� ZLWKRXW� NQHH�
SUREOHPV� FDQ� SHUIRUP� D� SLJHRQ� VWUHWFK�
IROORZLQJ� WKH� VRIW�WLVVXH� UHOHDVH� WR� KHOS�
UHOD[�WKH�SRVWHULRU�KLS�FDSVXOH��ZKLFK�ZLOO�
PDNH� LW� HDVLHU� IRU� WKH� FOLHQW� WR� VLW� EDFN�
WKURXJK� WKHLU� KLSV� GXULQJ� WKH� TXDGUXSHG��
KLS� KLQJH�� DQG� VTXDW� SDWWHUQV��7KH� FOLHQW�
PXVW� EH� DEOH� WR� VLW� EDFN� WKURXJK� WKH� KLS�
DQG�PDLQWDLQ�D�VTXDUHG�SHOYLV�GXULQJ�WKLV�VWUHWFK��RWKHUZLVH�WKH�VDFURLOLDF�DQG�OXPERVDFUDO�MRLQWV�PD\�
EH�FRPSURPLVHG�DV�WKH\�EHFRPH�WKH�FRPSHQVDWRU\�UHJLRQV�RI�PRELOLW\��7KH\�PXVW�IROORZ�WKLV�UHOHDVH�
WHFKQLTXH�ZLWK�D�FRQQHFWLRQ�VWUDWHJ\�WR�KHOS�HQJUDLQ�DQG�SDWWHUQ�LQ�WKH�QHZO\�DFTXLUH�PRWLRQ��

,-4�(-773'-%8-32�4%88)627
$V�GLVFXVVHG�HDUOLHU��D�FRPPRQ�FDXVH�RI�KLS�UHVWULFWLRQ�LV�VWLIIQHVV�RU�WLJKWQHVV�LQ�WKH�SRVWHULRU�KLS�FDSVXOH��
6WUHWFKLQJ�RI�WKH�SRVWHULRU�KLS�MRLQW�VWUXFWXUHV�LV�UDUHO\�HIIHFWLYH�RQ�LWV�RZQ�ZKHQ�WKHUH�LV�D�UHVWULFWLRQ�LQ�
WKH�MRLQW�FDSVXOH��+LS�GLVVRFLDWLRQ�LV�RQH�NH\�WR�LPSURYLQJ�IXQFWLRQDO�PRYHPHQW�EHFDXVH�WKH�LQDELOLW\�
WR�GLVVRFLDWH�DW�NH\�MRLQWV�ZLOO�OHDG�WR�G\VIXQFWLRQDO�PRYHPHQW��:KLOH�SRRU�GLVVRFLDWLRQ�LV�RIWHQ�D�VLJQ�
RI�PRUH�SUR[LPDO� SUREOHPV�� KRZ�DQG�ZKHUH� WR�PRYH�RIWHQ�QHHGV� WR� EH� EURXJKW� WR� WKH� LQGLYLGXDO¶V�
FRQVFLRXV�DWWHQWLRQ��7KH�KLS�GLVVRFLDWLRQ�SDWWHUQV��LQFOXGLQJ�WKH�O\LQJ�KLS�URWDWLRQ��TXDGUXSHG�ZHLJKW�

8LMW�G]GPI�MW�VITIEXIH��¯��XMQIW�SV�YRXMP�RS�JYVXLIV�QSXMSR�EX�XLI�LMT�NSMRX�MW�TSWWMFPI��%HHMXMSREPP]��[MXL�
XLI�WYTIVMSV�LERH��XLI�I\EQMRIV�GER�TEPTEXI�E�XEYX�EVIE��IMXLIV�MR�XLI�TSWXIVMSV�LMT�VIKMSR�SV�SZIV�XLI�
ERXIVMSV�EWTIGX�SJ�XLI�LMT��ERH�MRWXVYGXW�XLI�GPMIRX�XS�VIPE\�YRHIVRIEXL�XLI�I\EQMRIV´W�½RKIVW�F]�YWMRK�XLI�
GYI�³EPPS[�XLI�QYWGPIW�XS�QIPX�SV�VIPE\�YRHIV�Q]�½RKIVW�́

8LMW�VIPIEWI�MW�JSPPS[IH�YT�[MXL�UYEHVYTIH�[IMKLX�WLMJXW��LMT�VSXEXMSRW��SV�WSQI�SXLIV�MRXIKVEXMZI�TEXXIVR�
XS�EPPS[�XLI�GPMIRX�XS�YXMPM^I�XLIMV�RI[P]�EGUYMVIH�VERKI�SJ�QSXMSR��

4PIEWI�RSXI��-J�XLI�GPMIRX�I\TIVMIRGIW�LMT�MQTMRKIQIRX�HYVMRK�XLMW�XIGLRMUYI��XLI�XVEMRIV�GER�FVMRK�XLI�
LMT�MRXS�QSVI�EFHYGXMSR�ERH�I\XIVREP�VSXEXMSR�HYVMRK�XLMW�GSVVIGXMSR��-J�XLMW�HSIW�RSX�GLERKI�XLI�TEXXIVR��
WTIGM½G�VIPIEWI�XIGLRMUYIW�JSV�XLI�TSWXIVMSV�LMT�GETWYPI�SV�LMT�HMWXVEGXMSR�QE]�LEZI�XS�FI�TIVJSVQIH�
TVMSV�XS�VIWIEXMRK�XLI�JIQSVEP�LIEH���

'0-)28�7)27%8-32�� �8LI� GPMIRX� WLSYPH� JIIP� EW� MJ� XLIMV� LMT� MW�QSVI� VIPE\IH� ERH� XLIVI� MW� PIWW�
VIWXVMGXMSR�XS�QSXMSR�
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VKLIW��DQG�VWDQGLQJ�KLS�KLQJH��DUH�H[FHOOHQW�SDWWHUQV�WR�WHDFK�KLS�GLVVRFLDWLRQ�ZKLOH�DFWLYHO\�PRELOL]LQJ�
WKH�KLS�MRLQW�DQG�WHDFKLQJ�WKH�FOLHQW�WR�UHOD[�WKH�GHHS�KLS�URWDWRUV��$GGLWLRQDOO\��WKH�TXDGUXSHG�DLGV�LQ�
WKH�WHDFKLQJ�RI�QHXWUDO�VFDSXODH�DQG�VSLQDO�SRVWXUHV�LQ�D�ORZ�ORDG�SRVLWLRQ��,W�LV�DQ�H[FHOOHQW�H[HUFLVH�
WR�JLYH�WR�LQGLYLGXDOV�ZKR�KDYH�MXVW�KDG�WKHLU�KLSV�UHOHDVHG�IURP�RYHUDFWLYH�PXVFXODU�FRQWUDFWLRQV�RU�
FDSVXODU�UHVWULFWLRQV��

,-4�(-773'-%8-32
+LS�URWDWLRQ�LQ�WKH�VXSLQH�SRVLWLRQ�LV�D�ORZ�OHYHO�SRVLWLRQ�WR�KHOS�D�FOLHQW�XQGHUVWDQG�KRZ�WR�URWDWH�WKH�
KLS�LQGHSHQGHQW�RI�WKH�SHOYLV��ZKLFK�LV�UHTXLUHG�IRU�QRUPDO�JDLW��URWDWLRQ�VSRUWV��DQG�HVVHQWLDOO\�HYHU\�
XSULJKW�IXQGDPHQWDO�PRYHPHQW�

/I]�8S�4IVJSVQERGI
0]MRK�,MT�(MWWSGMEXMSR�

8LI�GPMIRX�PMIW�SR�XLIMV�FEGO�[MXL�XLI�ORIIW�ERH�LMTW�FIRX�WS�XLI�JIIX�EVI�¾EX�SR�XLI�XEFPI��

8LI�GSVI�MW�EGXMZEXIH�ERH�QEMRXEMRIH�HYVMRK�XLI�TEXXIVR�

8LI]�VSXEXI�SRI�LMT��HVSTTMRK�XLI�PIK�E[E]�JVSQ�XLI�QMHPMRI��

8LI]�XLIR�VSXEXI�XLI�PIK�FEGO�XS�XLI�WXEVXMRK�TSWMXMSR�ERH�VITIEX�SR�XLI�SXLIV�WMHI�

'0-)28�7)27%8-32��8LI�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�EVI�QEMRXEMRMRK�GSVI�EGXMZEXMSR�ERH�E�WXEFPI�
TIPZMW�WTMRI�TSWMXMSR�XLVSYKLSYX�XLI�TEXXIVR�

/\LQJ�KLS�GLVVRFLDWLRQ��D±E���3RRU�KLS�GLVVRFLDWLRQ��QRWLFH�KRZ�WKH�FOLHQW¶V�SHOYLV�URWDWHV�DV�WKH\�URWDWH�
WKHLU�ULJKW�KLS��EHFDXVH�WKH\�DUH�XQDEOH�WR�RSWLPDOO\�GLVVRFLDWH�WKH�KLS��F���7KH\�VKRXOG�EH�FXHG�WR�KROG�
WKHLU�SHOYLV�DQG�VSLQH�LQ�QHXWUDO�SRVLWLRQV�DQG�UHSHDW�WKH�PRYHPHQW��,I�WKLV�VWUDWHJ\�IDLOV�WR�LPSURYH�
WKH�SDWWHUQ��WKHUH�PD\�EH�P\RIDVFLDO��FDSVXODU��DQG�RU�MRLQW�UHVWULFWLRQ�WKDW�QHHG�WR�EH�UHOHDVHG�SULRU�WR�
SHUIRUPLQJ�KLS�GLVVRFLDWLRQ�

E� F�D�
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59%(694)(�;)-+,8�7,-*8
:KLOH� WKLV�SDWWHUQ�PD\�VHHP�VLPSOLVWLF�DQG� UHODWLYHO\� ORZ� OHYHO�� LW� LV� LQWHUHVWLQJ� WR�QRWH� WKDW�PDQ\�
FOLHQWV�� LQFOXGLQJ� KLJK� OHYHO� DWKOHWHV�� KDYH� WURXEOH� MXVW� PDLQWDLQLQJ� D� VWDEOH� TXDGUXSHG� SRVWXUH���
7KH�IROORZLQJ�NH\�SRLQWV�PXVW�EH�FRQVLGHUHG�WR�HQVXUH�ERWK�LGHDO�SRVWXUH�DQG�RSWLPDO�VWDELOL]DWLRQ��
RI�WKH�VFDSXOD��VSLQH��DQG�73&�

�� 7KH� KDQGV� DUH� SODFHG� RQ� WKH� ÀRRU� DSSUR[LPDWHO\� VKRXOGHU� ZLGWK� DSDUW� DQG� VOLJKWO\� IRUZDUG� RI�
SHUSHQGLFXODU�

�� 7KH�KLSV�DUH�VOLJKWO\�ZLGHU�WKDQ�KLS�ZLGWK��ZLWK�WKH�NQHHV�XQGHU�WKH�KLSV�

�� 7KH�VFDSXODH�VWDELOL]HUV�DUH�DFWLYDWHG�WR�ZUDS�WKH�VFDSXOD�DURXQG�WKH�WKRUD[�

�� 7KH�VSLQH�LV�LQ�QHXWUDO�SRVWXUH�±�D�VWLFN�SODFHG�XSRQ�WKH�FOLHQW¶V�VSLQH�FDQ�KHOS�E\�NLQHVWKHWLFDOO\�
FXLQJ�WKHP�WR�PDLQWDLQ�WKH�ORQJ�VSLQH�SRVWXUH�

�� 7KH�FXH�WR�LPDJLQH�D�VWULQJ�SXOOLQJ�WKHLU�KHDG�VXSHULRUO\�DQG�WKHLU�WDLOERQH�LQIHULRUO\�LV�KHOSIXO�IRU�
PDLQWDLQLQJ�WKH�ORQJ�VSLQH�SRVWXUH�

�� 7KH�FOLHQW�GLDSKUDJPDWLFDOO\�EUHDWKHV�ZKLOH�LQ�WKLV�SRVLWLRQ��ZLWKRXW�FKDQJLQJ�WKH�VSLQDO�SRVLWLRQ��

�� 2QFH�WKH\�FDQ�SHUIRUP�WKH�SDWWHUQ�IRU����VHFRQGV�LQ�WKLV�SRVLWLRQ�ZLWKRXW�DQ\�FRPSURPLVH��WKH\�FDQ�
SURJUHVV�WR�WKH�TXDGUXSHG�ZHLJKW�VKLIW�

/I]�8S�4IVJSVQERGI
5YEHVYTIH�;IMKLX�7LMJX

8LI�GPMIRX�FIKMRW�MR�E�UYEHVYTIH�TSWMXMSR��XLI�EVQW�ERH�LMTW�EVI�EX�VMKLX�ERKPIW�XS�XLI�FSH]�[MXL�XLI�
LERHW�WPMKLXP]�[MHIV�XLER�XLI�WLSYPHIVW�ERH�XLI�ORIIW�WPMKLXP]�[MHIV�XLER�XLI�LMTW�

-RWXVYGX�XLI�MRHMZMHYEP�XS�VIPE\�XLI�EFHSQIR�MR�SVHIV�XS�VIPE\�XLI�PYQFEV�WTMRI�MRXS�E�PSVHSWMW�[LMPI�
TYWLMRK�XLI�YTTIV�FEGO�KIRXP]�XS[EVHW�XLI�GIMPMRK�XS�VIWXSVI�XLI�XLSVEGMG�O]TLSWMW��8LI�WGETYPEI�EVI�
[VETTIH�EVSYRH�XLI�XLSVE\�XS�EGXMZEXI�XLI�WIVVEXYW�ERXIVMSV�

8LI� GPMIRX� EGXMZEXIW� XLIMV� GSVI� F]� KIRXP]� ZMWYEPM^MRK� E� XIRWMSR� [MVI� JVSQ� XLI� PS[IV� EFHSQIR��
�[LMXI�EVVS[
�XS�XLI�PS[�FEGO��SV�ER]�YRWXEFPI�WIKQIRX�MR�XLI�WTMRI
�¯�XLIVI�WLSYPH�FI�RS�EPXIVEXMSR�
MR�WTMREP�TSWMXMSR��

:MWYEPM^MRK�E�[MVI�EXXEGLIH�XS�XLI�XST�SJ�XLIMV�LIEH�ERH�SRI�EXXEGLIH�XS�XLIMV�XEMPFSRI��XLI�GPMIRX�MQEKMRIW�
XLI�[MVI�SR�XLI�XST�SJ�XLI�LIEH�ERH�XLI�SRI�SR�XLI�XEMPFSRI�FIMRK�TYPPIH�MR�STTSWMXI�HMVIGXMSRW��KIRXP]�
IPSRKEXMRK�XLIMV�WTMRI�

8LI]�TYWL�XLVSYKL�XLI�EVQW�ERH�KPMHI�FEGO�XLVSYKL�XLI�LMTW�[LMPI�XLI�XVEMRIV�XLIVETMWX�QSRMXSVW�ERH�
GYIW�XLIQ�XS�VIPE\�XLVSYKL�XLI�TSWXIVMSV�LMTW�ERH�QEMRXEMR�E�PSRK�WTMRI�
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4XDGUXSHG�ZHLJKW�VKLIW��PRQLWRU�WKH�LQGLYLGXDO�DQG�HQVXUH�WKDW�WKH\�PRYH�RQO\�ZLWKLQ�WKHLU�DELOLW\�WR�
VWDELOL]H�ZKLOH�GLVVRFLDWLQJ�WKURXJK�WKHLU�VKRXOGHUV�DQG�KLSV��%H�VXUH�WR�DVVHVV�IRU�QHXWUDO�VSLQH�DQG�
VFDSXODH�DV�ZHOO�DV�FRUH�DFWLYDWLRQ�WKURXJKRXW�WKH�PRYHPHQW�

8LI�GPMIRX�GSRXMRYIW�WPMHMRK�FEGO�EW�PSRK�EW�XLI]�GER�QEMRXEMR�E�RIYXVEP�WTMRI�ERH�XLIVI�EVI�RS�HIZMEXMSRW�
�PEXIVEP�WLMJXW�SJ�XLI�TIPZMW�SV�WTMRI�SV�¾I\MSR�SJ�XLI�PYQFEV�WTMRI
�

8LI]�VIXYVR�XS�XLI�WXEVXMRK�TSWMXMSR�ERH�EW�XLI]�MQTVSZI�VERKI�SJ�QSXMSR�ERH�³PIX�KS �́XLVSYKL�XLI�LMTW�
XLI]�GER�WLMJX�JYVXLIV�TSWXIVMSVP]��MRGVIEWMRK�XLI�VERKI�SJ�QSXMSR��

(METLVEKQEXMG�FVIEXLMRK�WLSYPH�FI�QEMRXEMRIH�EW�XLI]�QSZI�XLVSYKL�XLI�TEXXIVR��

:IVFEP� GYIW� WYGL� EW�³WTVIEH� XLVSYKL� XLI� WMX� FSRIW� �MWGLMEP� XYFIVSWMXMIW
�́�³VIPE\� XLVSYKL� XLI� FEGO� SJ��
XLI�LMTW�́�ERH�³PIX�XLI�LMT�WMRO�FEGO�MRXS�XLI�WSGOIX �́EVI�IJJIGXMZI�[E]W�XS�IRLERGI�QSFMPM^EXMSR�SJ�XLI�
NSMRX�GETWYPI�

'0-)28�7)27%8-32���8LI�GPMIRX�WLSYPH�JIIP�EW� MJ�XLIMV�LMTW�EVI�GSQTPIXIP]�VIPE\IH�[MXL�XLIMV�
WGETYPEI�WXEFMPM^IH�ERH�XLI]�QSVI�IEWMP]�EGLMIZI�E�PSRK�WTMRI�TSWXYVI���
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,-4�,-2+)
7KH� KLS� KLQJH� LV� D� GLVVRFLDWLRQ� SDWWHUQ� GHVLJQHG� WR� WHDFK� GLVVRFLDWLRQ� RI� WKH� KLSV� IURP� WKH� SHOYLV���
7KLV�SDWWHUQ�LV�NH\�LQ�µVSDULQJ¶�WKH�VSLQH�IURP�WKH�GHOHWHULRXV�HIIHFWV�RI�VSLQDO�ÀH[LRQ�IRU�WKRVH�FOLHQWV�
ZLWK�OXPEDU�ÀH[LRQ�LQVWDELOLWLHV��$GGLWLRQDOO\��LW�WHDFKHV�WKH�FOLHQW�WR�XVH�WKH�SRVWHULRU�KLS�FRPSOH[�
UDWKHU�WKDQ�WKH�EDFN�DQG�LV�WKH�SUHOLPLQDU\�SDWWHUQ�WKDW�FDQ�EH�XVHG�WR�µJURRYH¶�WKH�VTXDW�RU�GHDGOLIWV�
SDWWHUQ��7KH�JRDO�LV�WR�SHUIRUP�µSXUH¶�KLS�PRWLRQ�ZLWKRXW�FRQFXUUHQW�VSLQDO�PRWLRQ��

7KH�FOLHQW�EHJLQV�ZLWK�KHU�IHHW�DSSUR[LPDWHO\�KLS�ZLGWK�
DSDUW�� 6KH� DFKLHYHV� D� ORQJ� VSLQH� SRVWXUH� ZLWK� FRUH�
DFWLYDWLRQ��7KH�PRYHPHQW�EHJLQV�E\�WKH�FOLHQW�ÀH[LQJ�KHU�
KLSV�DQG�SXVKLQJ�WKHP�SRVWHULRUO\��7KH�FOLHQW� WKLQNV�RI�
PDLQWDLQLQJ�D�ORQJ�VSLQH�SRVWXUH�E\�YLVXDOL]LQJ�D�VWULQJ�
SXOOLQJ�KHU�WDLOERQH�EDFN��KRUL]RQWDO�DUURZ��DQG�SXOOLQJ�
KHU�QHFN�ORQJ��REOLTXH�DUURZ���6KH�UHDFKHV�DV�IDU�IRUZDUG�
DV�VKH�FDQ�ZLWKRXW�ORVLQJ�VSLQDO�QHXWUDO�DQG�WKHQ�XVHV�KHU�
SRVWHULRU�KLS�FRPSOH[�WR�SXOO�KHUVHOI�EDFN�WR�WKH�VWDUWLQJ�
SRVLWLRQ��2QFH�VKH�FDQ�SHUIRUP�¿IWHHQ�SHUIHFW�UHSHWLWLRQV�
ZLWK� QR�SDLQ�� VKH� FDQ�EH� ORDGHG�ZLWK� D� OLJKW�PHGLFLQH�
EDOO�RU�GXPEEHOOV��,I�WKH�FOLHQW�FDQ�XVH�PRUH�WKDQ�����RI�
KHU�ERG\�ZHLJKW�ZLWK�QR�SDLQ�RU�ORVV�RI�FRQWURO��VKH�FDQ�
SURJUHVV�WR�WKH�PRGL¿HG�VWUDLJKW�OHJ�GHDGOLIWV�SDWWHUQ��

7KH� FOLHQW� GHPRQVWUDWHV� D� SRRU� KLS� KLQJH� SDWWHUQ� DQG��
GRHV�QRW�DQWHULRUO\�URWDWH�KHU�SHOYLV�DV�VKH�EHQGV�IRUZDUG��
6KH�ÀH[HV�WKURXJK�KHU�ORZHU�VSLQH��DUURZ��DQG�H[WHQGV�
KHU�XSSHU�VSLQH�� WKHUHE\�RYHUORDGLQJ�WKH�GLVFV�DQG�VRIW�
WLVVXH�VWUXFWXUHV�LQ�ERWK�UHJLRQV�
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34)2�'0%1�7,)00
,Q�ERWK�WKH�UHKDELOLWDWLRQ�DQG�WUDLQLQJ�VHWWLQJV��WKH�FODP�H[HUFLVH�UHPDLQV�NLQJ�DV�D�FRPPRQ�SDWWHUQ�
IRU�LPSURYLQJ�JOXWHXV�PHGLXV�IXQFWLRQ��&ODP�VKHOOV�DUH�SHUIRUPHG�DV�D�IXQFWLRQDO�ZDUP�XS�DV�ZHOO�
DV�D�PHDQV�RI�DFWLYDWLQJ�WKH�JOXWHXV�PHGLXV�LQ�WKH�KRSH�WKDW�LW�ZLOO�LPSURYH�SHOYLF�KLS�VWDELOLW\�LQ�WKH�
XSULJKW�SRVLWLRQ��8QIRUWXQDWHO\��WKLV�UDUHO\�RFFXUV�DV�WKLV�SDWWHUQ�GRHV�OLWWOH�WR�LPSURYH�KLS�FHQWUDWLRQ�
RU� FRRUGLQDWH� WKH� RWKHU� KLS�PXVFOHV� WKDW� KHOS�PDLQWDLQ� VWDELOLW\� LQ� XQLODWHUDO� VWDQFH��7KLV� GRHV� QRW�
PHDQ�WKDW�WKHUH�LV�QR�SODFH�IRU�WKH�RSHQ�FODP�VKHOO�H[HUFLVH��7KLV�SDWWHUQ�LV�HIIHFWLYH�IRU�LPSURYLQJ�
GLVVRFLDWLRQ�DZDUHQHVV�RI�WKH�KLS�DV�ZHOO�DV�IRU�LPSURYLQJ�KLS�URWDWLRQ�LQ�FOLHQWV�ZKR�DUH�LQ�WKH�HDUO\�
SKDVHV�RI�UHKDELOLWDWLRQ��

/I]�8S�4IVJSVQERGI
3TIR�'PEQ�7LIPP�

8LI�GPMIRX�PMIW�SR�XLIMV�WMHI�MR�E�RIYXVEP�WTMRI�TSWMXMSR�[MXL�XLI�PIKW�WXEGOIH�¯�XLI�LMTW�EVI�¾I\IH�XS��
���HIKVIIW�ERH�XLI�ORIIW�EVI�¾I\IH�XS����HIKVIIW�

8LI�GSVI�MW�EGXMZEXIH�ERH�QEMRXEMRIH�HYVMRK�XLI�TEXXIVR�

8LI]�PMJX�XLIMV�XST�ORII�SJJ�XLI�FSXXSQ�ORII��VEMWMRK�MX�EW�LMKL�EW�XLI]�EVI�EFPI�[MXLSYX�GLERKMRK�XLIMV�
TIPZMG�TSWMXMSR��

8LMW�TSWMXMSR�MW�LIPH�JSV��¯��WIGSRHW�FIJSVI�VIXYVRMRK�WPS[P]�XS�XLI�WXEVXMRK�TSWMXMSR�

6IWMWXERGI�GER�FI�ETTPMIH�F]�XLI�XVEMRIV�SV�XLIVETMWX�SZIV�XLI�XST�ORII�SV�F]�[VETTMRK�E�XLIVEFERH�
SZIV�XLI�ORIIW��FYX�QEOMRK�WYVI�XLEX�XLIVI�MW�RS�FVIEOHS[R�MR�JSVQ�

'0-)28�7)27%8-32��8LI�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI�TSWXIVMSV�EWTIGX�SJ�XLI�XST�LMT�MW�EGXMZEXMRK�
ERH�XLEX�XLI]�EVI�QEMRXEMRMRK�GSVI�EGXMZEXMSR�ERH�E�WXEFPI�TIPZMW�WTMRI�TSWMXMSR�XLVSYKLSYX�XLI�TEXXIVR�

2SHQ�FODP�VKHOO�
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6):)67)�'0%1�7,)00
$Q\�FOLHQW�SDUWLFLSDWLQJ�LQ�D�URWDU\�VSRUW�VXFK�DV�WHQQLV��JROI��RU�WKURZLQJ�UHTXLUHV�VLJQL¿FDQW�LQWHUQDO�
URWDWLRQ�RI�WKHLU�OHDG�KLS�GXULQJ�WKH�IROORZ�WKURXJK�SRUWLRQ�RI�WKH�H[HUFLVH��/RVV�RI�LQWHUQDO�URWDWLRQ�
OHDGV�WR�FRPSHQVDWRU\�PRYHPHQW�G\VIXQFWLRQ�WKURXJK�WKH�OXPEDU�VSLQH�DQG�RU�NQHH��7KH�UHYHUVH�FODP�
VKHOO�H[HUFLVH�LV�D�GLUHFW�ZD\�RI�UHVWRULQJ�LQWHUQDO�KLS�URWDWLRQ�DQG�VSHFL¿FDOO\�WKH�IXQFWLRQ�RI�WKH�WHQVRU�
IDVFLDH�ODWDH�DQG�DQWHULRU�¿EHUV�RI�JOXWHXV�PHGLXV��

/I]�8S�4IVJSVQERGI
6IZIVWI�'PEQ�7LIPP�

8LI�GPMIRX�PMIW�SR�XLIMV�WMHI�MR�E�RIYXVEP�WTMRI�TSWMXMSR�[MXL�XLI�PIKW�WXEGOIH�¯�XLI�LMTW�EVI�¾I\IH�XS�
���HIKVIIW��XLI�ORIIW�EVI�¾I\IH�XS����HIKVIIW��ERH�E�WQEPP�FEPP�SV�XS[IP�MW�TPEGIH�FIX[IIR�XLI�ORIIW�

8LI�GSVI�MW�EGXMZEXIH�ERH�QEMRXEMRIH�HYVMRK�XLI�TEXXIVR�

8LI]�VSXEXI�XLIMV�LMT�F]�PMJXMRK�XLI�XST�EROPI�JSSX�YT�XS[EVHW�XLI�GIMPMRK�EW�LMKL�EW�XLI]�EVI�EFPI�[MXLSYX�
GLERKMRK�XLIMV�TIPZMG�TSWMXMSR��

8LMW�TSWMXMSR�MW�LIPH�JSV��¯��WIGSRHW�FIJSVI�VIXYVRMRK�WPS[P]�XS�XLI�WXEVXMRK�TSWMXMSR�

6IWMWXERGI�GER�FI�ETTPMIH�F]�XLI�XVEMRIV�SV�XLIVETMWX�SZIV�XLI�XST�ORII�SV�F]�[VETTMRK�E�XLIVEFERH�
SZIV�XLI�ORIIW��FYX�QEOMRK�WYVI�XLEX�XLIVI�MW�RS�FVIEOHS[R�MR�JSVQ�

'0-)28�7)27%8-32��8LI�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI�ERXIVMSV�EWTIGX�SJ�XLI�XST�LMT�MW�EGXMZEXMRK�
ERH�XLEX�XLI]�EVI�QEMRXEMRMRK�GSVI�EGXMZEXMSR�ERH�E�WXEFPI�TIPZMW�WTMRI�TSWMXMSR�XLVSYKLSYX�XLI�TEXXIVR��

4PIEWI�RSXI��XLMW�TEXXIVR�WLSYPH�SRP]�FI�TIVJSVQIH�[MXL�GPMIRXW�WTIGM½GEPP]�VIUYMVMRK�MRXIVREP�VSXEXMSR�
ERH�SRP]�JSV�WTIGM½G�TVI�IZIRX�EGXMZEXMSR��8LMW�TEXXIVR�GER�GEYWI�MRGVIEWIH�XIRWSV�JEWGMEI�PEXEI�XIRWMSR�
MR�GPMIRXW�[LS�SZIVHS� XLMW�QSXMSR�ERH� MR� XLSWI�[MXL�TSSV�SZIVEPP�LMT� WXEFMPMX]��3JXIR�� MQTVSZMRK�LMT�
GIRXVEXMSR�ERH�JYRGXMSR�SJ�XLI�84'�[MPP�MQTVSZI�HI½GMXW�MR�MRXIVREP�LMT�VSXEXMSR�

5HYHUVH�FODP�VKHOO�
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'037)(�'0%1�7,)00
$V�PHQWLRQHG�HDUOLHU��WKH�RSHQ�FODP�VKHOO�SDWWHUQ�LV�UDUHO\�HIIHFWLYH�EH\RQG�WKH�LQLWLDO�SKDVHV�RI�WKHUDS\�IRU�
LPSURYLQJ�VWDELOL]DWLRQ�LQ�XQLODWHUDO�ZHLJKW�VXSSRUW�DV�LW�GRHV�QRW�LPSURYH�HLWKHU�FHQWUDWLRQ�RI�WKH�KLS�RU�
FORVHG�FKDLQ�IXQFWLRQ�RI�WKH�JOXWHDO�FRPSOH[��7KH�FORVHG�FODP�VKHOO�H[HUFLVH�LPSURYHV�KLS�FHQWUDWLRQ�E\�
DFWLYDWLQJ�WKH�KLS�ÀH[RUV��SVRDV�PDMRU���KLS�DEGXFWRUV��SRVWHULRU�¿EHUV�RI�JOXWHXV�PHGLXV�DQG�PLQLPXV���DQG�
H[WHUQDO�URWDWRUV��JHPHOOL��REWXUDWRUV��SLULIRUPLV���$GGLWLRQDOO\��WKLV�SDWWHUQ�EHJLQV�WKH�SURJUHVVLRQ�RI�FORVHG�
FKDLQ�KLS�DFWLYDWLRQ��PDNLQJ�LW�RQH�RI�WKH�PRVW�HIIHFWLYH�H[HUFLVHV�IRU�LPSURYLQJ�KLS�FHQWUDWLRQ�DQG�VWDELOLW\�

/I]�8S�4IVJSVQERGI
'PSWIH�'PEQ�7LIPP�

8LI�GPMIRX�WIXW�YT�MR�E�WMQMPEV�TSWMXMSR�XS�XLI�XVEHMXMSREP�GPEQ�WLIPP�I\IVGMWI�I\GITX�XLEX�XLI]�QSZI�XLI�
XST�PIK�FILMRH�XLI�FSXXSQ�PIK�ERH�WYTTSVX�MX�SR�E�XS[IP�SV�TMPPS[�

8LI�FSXXSQ�LMT�ERH�ORII�EVI�¾I\IH�XS����HIKVIIW�ERH�XLI�GSVI�MW�EGXMZEXIH�

8LI]�TYWL�XLIMV�FSXXSQ�ORII�MRXS�XLI�XEFPI�ERH�VSXEXI�XLIMV�JSSX�ERH�PS[IV�PIK�SJJ�XLI�XEFPI�̄ �XLI]�QYWX�
QEMRXEMR�GSRWXERX�TVIWWYVI�SJ�XLIMV�ORII�MRXS�XLI�XEFPI��

8LMW�TSWMXMSR�MW�LIPH�JSV��¯���WIGSRHW�FIJSVI�VIXYVRMRK�WPS[P]�XS�XLI�WXEVXMRK�TSWMXMSR�

6IWMWXERGI�GER�FI�ETTPMIH�F]�XLI�XVEMRIV�SV�XLIVETMWX�FSXL�EX�XLI�ORII��MRXS�LMT�I\XIRWMSR
�ERH�SR�XLI�
QIHMEP�EWTIGX�SJ�XLI�EROPI��MRXS�LMT�MRXIVREP�VSXEXMSR
��XS�LIPT�JEGMPMXEXI�TVSTIV�EGXMZEXMSR�

'0-)28�7)27%8-32��8LI� GPMIRX� WLSYPH� JIIP� EW� MJ� XLI� TSWXIVMSV� EWTIGX� SJ� XLI� FSXXSQ�LMT� MW�
EGXMZEXMRK�ERH�XLEX�XLI]�EVI�QEMRXEMRMRK�XLI�TVIWWYVI�SJ�XLIMV�ORII� MRXS�XLI�XEFPI�[MXL�RS�GLERKI� MR�
TIPZMW�WTMRI�TSWMXMSR�EW�XLI�PIK�MW�PMJXIH�

&ORVHG�FODP�VKHOO��7KH�FOLHQW�DFWLYDWHV�KHU�FRUH��SXVKHV�KHU�NQHH�GRZQ�LQWR�WKH�WDEOH��DQG�UDLVHV�KHU�
IRRW�RII�WKH�WDEOH�
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78%2(-2+�,-4�(-773'-%8-32
7KH�VWDQGLQJ�KLS�GLVVRFLDWLRQ�SDWWHUQ�LV�VLPLODU�WR�WKH�VXSLQH�YHUVLRQ�H[FHSW�WKDW�WKH�UDQJH�RI�PRWLRQ�
ZLOO�EH�PXFK�OHVV�GXH�WR�WKH�ZHLJKW�EHDULQJ�QDWXUH�RI� WKH�SDWWHUQ��7KH�FOLHQW�VWDQGV�DJDLQVW�D�ZDOO��
PDLQWDLQLQJ�D� ORQJ�VSLQH��FRUH�DFWLYDWLRQ��DQG� WKHLU� IRRW� WULSRG� WKURXJKRXW� WKH�SDWWHUQ��7KLV�SDWWHUQ�
VKRXOG�EH�VORZ�DQG�FRQWUROOHG�DV�WKH�LQWHUQDO�URWDWLRQ�RI�WKH�KLSV��D��FDQ�VWUHVV�WKH�PHGLDO�VWUXFWXUHV�RI�
WKH�NQHH�LI�SHUIRUPHG�EH\RQG�WKH�FOLHQW¶V�OHYHO�RI�FRQWURO��([WHUQDO�KLS�URWDWLRQ��E��PXVW�EH�LQLWLDWHG�
IURP�WKH�KLS�URWDWRUV��DQG�URWDWLRQ�VWRSV�ZKHQ�WKH�FOLHQW�FDQ�QR�ORQJHU�PDLQWDLQ�WKH�ELJ�WRH�LQ�FRQWDFW�
ZLWK�WKH�ÀRRU��

6SOLW� VWDQFH�IHPRURDFHWDEXODU�GLVVRFLDWLRQ� LV�DQ�H[FHOOHQW�ZD\�WR� WUDLQ�SHOYLF�GLVVRFLDWLRQ�IURP�WKH�
IHPRUDO�KHDG��7KH�FOLHQW�PXVW�EH�DEOH�WR�PDLQWDLQ�D�QHXWUDO�73&�DQG�ORZHU�H[WUHPLW\�V\PPHWU\�GXULQJ�
LQWHUQDO��F��DQG�H[WHUQDO��G��KLS�URWDWLRQ��

E� F�D� G�
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8,)�'6%&�;%0/
7KH�FUDE�ZDON�LV�D�FRPPRQ�VWUHQJWKHQLQJ�H[HUFLVH�IRU�WKH�JOXWHXV�PHGLXV��,W�LV�LPSRUWDQW��KRZHYHU��
WR� HQVXUH� WKDW� WKH� FOLHQW�PDLQWDLQV� D� VWDEOH� VSLQH� DQG� FRQWURO�RI� WKH� ORZHU� H[WUHPLW\� DV� WKH� VWHS� LV�
SHUIRUPHG��D±H���7KLV�SDWWHUQ�FDQ�EH�SHUIRUPHG�E\�VWHSSLQJ�IRUZDUG��EDFN��WR�WKH�VLGH��RU�GLDJRQDOO\��
7KH�JRDO�LV�QRW�WR�ORVH�FHQWUDWLRQ�RI�WKH�VWDWLRQDU\�OHJ�RU�FRPSURPLVH�73&�VWDELOLW\�DJDLQVW�WKH�SXOO�RI�
WKH�EDQG��

,W� LV� FRPPRQ� IRU� WKH� FOLHQW� WR� ODWHUDOO\�ÀH[� WKH� WUXQN�RU�SHOYLV�RYHU� WKH� OHJ� WKDW� WKH\� DUH� VWHSSLQJ�
WRZDUGV� LQ� WKH� SUHVHQFH� RI� KLS� DEGXFWRU� ZHDNQHVV� RU� SRRU� 73&� VWDELOLW\� �I��� $QRWKHU� FRPPRQ�
FRPSHQVDWLRQ� LV� DEGXFWLRQ� RU� LQWHUQDO� URWDWLRQ� RI� WKH� OHJ� WKDW� WKH\� DUH� VWHSSLQJ� DZD\� IURP��
DV�WKH�EDQG�LV�SXOOHG�WDXW��

E� F�D�

H� I�G�
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13(-*-)(�7-()�&6-(+)
7KH�PRGL¿HG�VLGH�EULGJH�SDWWHUQ�LV�DQ�H[FHOOHQW�FRUUHFWLYH�H[HUFLVH�SURJUHVVLRQ�WKDW�HIIHFWLYHO\�ZRUNV�
WR�LPSURYH�XQLODWHUDO�VKRXOGHU��WUXQN��DQG�KLS�VWDELOL]DWLRQ��,W�LV�GHVLJQHG�WR�WHDFK�XQLODWHUDO�VXSSRUW�
ZKLOH�V\QHUJLVWLFDOO\�FRQQHFWLQJ�WKH�VFDSXODU�DQG�73&�VWDELOL]HUV��5HDFKLQJ�RI�WKH�XQVXSSRUWHG��WRS��
DUP�KHOSV�GULYH�VSLQDO�PRELOLW\�DV�WKH�VXSSRUW��ERWWRP��DUP�KHOSV�VWDELOL]H�WKH�VSLQH�LQ�WKH�OHYHO�,,,�
SDWWHUQ��

0):)0�-

7KH�VWDUWLQJ�SRVLWLRQ�FDQ�EH�XVHG�DV�DQ�LVRODWHG�VWDELOL]DWLRQ�H[HUFLVH�SURJUHVVLRQ�E\�KDYLQJ�WKH�FOLHQW�
LVRPHWULFDOO\�DFWLYDWH�WKHLU�VFDSXODU�DQG�WUXQN�VWDELOL]HUV��7KH�FOLHQW�OLHV�RQ�WKHLU�VLGH�ZLWK�WKH�VKRXOGHU��
HOERZ��KLS��DQG�NQHH�ÀH[HG�WR����GHJUHHV��7KH\�SXVK�WKHLU�GRZQ�VLGH�HOERZ�DQG�NQHH�LQWR�WKH�WDEOH��
DFWLYDWLQJ� WKH�VWDELOL]HUV�DQG�H[WHUQDO� URWDWRUV�RI�ERWK� WKH�VKRXOGHU�DQG�KLS� �VHH� LPDJH� ULJKW���7KLV�
LVRPHWULF�SRVLWLRQ�LV�KHOG�IRU��±���VHFRQGV�DQG�UHSHDWHG��±���WLPHV�

0):)0�--

3URJUHVVLQJ�WR�OHYHO�,,��WKH�FOLHQW�EHJLQV�LQ�D�VLGH�O\LQJ�SDWWHUQ�SURSSHG�RQ�WKH�HOERZ��ZKLFK�LV�EHQW�
WR����GHJUHHV��7KHLU�GRZQ�VLGH�KLS�DQG�NQHH�DUH�ÀH[HG�WR����GHJUHHV��7KHLU�WRS�DUP�UHVWV�RQ�WKHLU�
VLGH�DQG�WKH�WRS�OHJ�UHVWV�EHKLQG�WKH�ERWWRP�OHJ��LPDJH�DERYH�OHIW���7KH�FOLHQW�DFWLYDWHV�WKHLU�FRUH�DQG�
SXVKHV�WKHLU�GRZQVLGH�HOERZ�LQWR�WKH�ÀRRU�WR�LQWHUQDOO\�URWDWH�WKHLU�VKRXOGHU�DQG�OLIW�WKHPVHOI�VR�WKH\�
DUH�VXSSRUWHG�RQ� WKHLU� IRUHDUP��LPDJH�DERYH�ULJKW���7KLV� LV�KHOG�IRU��±��VHFRQGV�EHIRUH�UHWXUQLQJ�
VORZO\� WR� WKH�VWDUWLQJ�SRVLWLRQ��FRQWUROOLQJ� WKH�GHVFHQW�XQWLO� WKH\�DUH�UHVWHG�EDFN�RQ�WKH� WDEOH��DQG�
UHSHDWLQJ��±��WLPHV��7KH\�PDLQWDLQ�WKH�ORQJ�VSLQH�SRVLWLRQ�WKURXJKRXW�WKH�SDWWHUQ�
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7KH�¿QDO�SURJUHVVLRQ�LQFRUSRUDWHV�OHYHOV�,�±�,,�DV�WKH�FOLHQW�VXSSRUWV�WKHPVHOYHV�LQ�LSVLODWHUDO�VXSSRUW�
DQG�FRQWUDODWHUDO�UHDFKLQJ��D±G���7KH\�KROG�WKLV�VXSSRUWHG�SRVLWLRQ�IRU�D���VHFRQG�FRXQW�DQG�VORZO\�
GHFHOHUDWH�EDFN�WR�WKH�VWDUWLQJ�SRVLWLRQ��,W�LV�LPSRUWDQW�WKDW�WKH�FOLHQW�LV�DEOH�WR�PDLQWDLQ�67�DQG�73&�
VWDELOL]DWLRQ�WKURXJKRXW�WKH�HQWLUH�SDWWHUQ�

E�

F�

D�

G�
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03;)6�)<86)1-8=�78%&-0->%8-32�8)',2-59)
2QFH�WKH�FOLHQW�HVWDEOLVKHV�D�FHQWUDWHG�KLS�SRVLWLRQ�DQG�WKH\�XQGHUVWDQG�DQG�FDQ�LQFRUSRUDWH�DQ�LGHDO�
KLS�KLQJH�VWUDWHJ\��LQFUHDVHG�DWWHQWLRQ�FDQ�EH�GLUHFWHG�WR�WKH�IXQFWLRQDO�LQWHJUDWLRQ�RI�WKH�OXPERSHOYLF�
KLS�FRPSOH[�DQG�ORZHU�H[WUHPLW\�LQ�IXQFWLRQDO�SDWWHUQLQJ��)RFXV�FDQ�EH�SODFHG�RQ�DFWLYDWLRQ�RI�WKH�
PHGLDO�VWDELOL]DWLRQ�FKDLQ�E\�YLVXDOL]LQJ�D�ZLUH�
FRQQHFWLQJ� WKH� PHGLDO� DVSHFW� RI� WKH� IRRW� DQG�
NQHH� WR� WKH�PHGLDO� SRUWLRQ� RI� WKH� KLS� �GDVKHG�
OLQH���RU�E\�WKH�FOLHQW�DSSO\LQJ�WDFWLOH�IHHGEDFN�
RYHU�WKH�LSVLODWHUDO�YDVWXV�PHGLDOLV�DQG�HQVXULQJ�
WKDW� WKHLU� KLS� GRHV� QRW� VKLIW� ODWHUDOO\� GXULQJ�
WKH� SDWWHUQ� �D��� 7KLV� FRQQHFWLRQ� LV� H[WUHPHO\�
HIIHFWLYH� IRU� FOLHQWV�GHPRQVWUDWLQJ�D�SURQDWLRQ�
V\QGURPH� �DGGXFWLRQ� DQG� LQWHUQDO� URWDWLRQ� RI�
WKH�KLS�DQG�NQHH��LQ�DGGLWLRQ�WR�FROODSVH�RI�WKH�
PHGLDO�ORQJLWXGLQDO�DUFK�RI�WKH�IRRW���IRU�ZKLFK�
D�FRQQHFWLRQ�FDQ�EH�YLVXDOL]HG�IURP�WKH�PHGLDO�
DVSHFW� RI� WKH� DUFK� WR� WKH� LSVLODWHUDO� JOXWHXV�
PHGLXV�RU�PD[LPXV��

&OLHQWV�ZKR�DUH�FKURQLF�µEXWW�JULSSHUV¶�FDQ�EH�FXHG�WR�LPSURYH�WKHLU�KLS�FHQWUDWLRQ�GXULQJ�IXQFWLRQDO�
SDWWHUQV��E���7KH\�DUH�LQVWUXFWHG�WR�UHOD[�WKURXJK�WKHLU�SRVWHULRU�KLS�µJULSSLQJ¶��E\�SODFLQJ�RQH�KDQG�
RYHU� WKH� DQWHULRU�KLS� DQG�RQH�KDQG�RQ� WKH�SRVWHULRU� DVSHFW�RI� WKH�KLS�� DQG� WKLQNLQJ�DERXW� UHOD[LQJ�
WKURXJK�WKH�IURQW�RI�WKH�KLS�DQG�VLWWLQJ�EDFN�WKURXJK�WKH�EDFN�RI�WKH�KLS�

/I]�8S�4IVJSVQERGI
0S[IV�)\XVIQMX]�7XEFMPM^EXMSR�8IGLRMUYI

8LI� GPMIRX� WIXW� YT� MR� E� WTPMX� WXERGI� TSWMXMSR�[MXL� RIYXVEP� WTMRI� TSWXYVI�� E� WUYEVIH� TIPZMW�� ERH� XLI��
JSSX�XVMTSH��

8LI]�ZMWYEPM^I�E�GSRRIGXMSR�JVSQ�XLI�EVGL�SJ�XLI�JSSX��YT�XLI�MRWMHI�SJ�XLI�PS[IV�PIK��ERH�MRXS�XLI�QIHMEP�
PS[IV�KPYXIYW�QE\MQYW�SV�PEXIVEPP]�MRXS�XLI�KPYXIYW�QIHMYW�

8LI�GPMIRX�QEMRXEMRW�XLMW�GSRRIGXMSR�EW�XLI]�PS[IV�XLIQWIPZIW�MRXS�E�WUYEX�TSWMXMSR��%KEMR�QEMRXEMRMRK�
XLMW�GSRRIGXMSR��XLI]�PMJX�JVSQ�XLI�KPYXIYW�QE\MQYW�XS�VIXYVR�XS�XLI�WXEVXMRK�TSWMXMSR��8LIVI�WLSYPH�FI�
RS�KVMTTMRK�SV�PEXIVEP�TIPZMG�XVERWPEXMSR�EW�XLI�GPMIRX�VIXYVRW�XS�XLI�WXEVXMRK�TSWMXMSR�

��1SHM½IH�ERH�EHETXIH�JVSQ�WTIGM½G�GYIW�EW�XEYKLX�ERH�HIQSRWXVEXIH�F]�0MRHE�.S]�0II�MR�8LI�4IPZMG�
+MVHPI��8LMVH�)HMXMSR�F]�(MERI�0II�������ERH�0II������
�

'0-)28�7)27%8-32��8LI�GPMIRX�WLSYPH�JIIP�EW�MJ�XLIMV�JSSX�ERH�PS[IV�I\XVIQMX]�MW�QSVI�WXEFPI��
8LI]�WLSYPH�JIIP�EGXMZEXMSR�XLVSYKL�XLIMV�ZEWXYW�QIHMEPMW��EHHYGXSVW��ERH�PS[IV�QIHMEP�KPYXIYW�QE\MQYW�

E�D�
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1%-28%-2-2+�03;)6�)<86)1-8=�78%&-0-8=�
0DLQWDLQLQJ� ORZHU� H[WUHPLW\� VWDELOLW\� LV� NH\� WR� SHUIRUPLQJ� IXQFWLRQDO�PRYHPHQW� SDWWHUQV� LQ� GDLO\�
OLIH�DV�ZHOO�DV�LQ�RFFXSDWLRQV�DQG�UHFUHDWLRQDO�DFWLYLWLHV��2QFH�WKH�FOLHQW�XQGHUVWDQGV�KRZ�WR�DFKLHYH�
FHQWUDWLRQ�RI�WKH�ORZHU�H[WUHPLW\��D�WKHUDEDQG�FDQ�EH�XVHG�WR�FKDOOHQJH�VWDELOLW\��7KH�FOLHQW�PDLQWDLQV�
FHQWUDWLRQ�RI�WKHLU�ORZHU�H[WUHPLW\�DJDLQVW�D�PHGLDOO\��D���ODWHUDOO\��E���RU�GLDJRQDOO\�RULHQWHG�IRUFH�

E�D�
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FKDSWHU�
/I]�4EXXIVRW�ERH�1SZIQIRX�4VSKVIWWMSRW�JSV��
XLI�7LSYPHIV�'SQTPI\�ERH�9TTIV�)\XVIQMX]

',%48)6�3&.)'8-:)7
8S�MHIRXMJ]�XLI�OI]�TEXXIVRW�SJ�XLI�WLSYPHIV�GSQTPI\�ERH��
YTTIV�I\XVIQMX]�

8S�HIZIPST�XLI�WTIGM½G�WXVEXIKMIW�JSV�TVSKVIWWMRK�XLI�JYRHEQIRXEP�
QSZIQIRX�TEXXIVRW�SJ�XLI�WLSYPHIV�GSQTPI\�ERH�YTTIV�I\XVIQMX]�

7'%490%6�1)',%2-'7��
(96-2+�*92'8-32%0�)<)6'-7)
7KHUH�DUH�PDQ\�RSLQLRQV�DQG�UHFRPPHQGDWLRQV�E\�VWUHQJWK��FRQGLWLRQLQJ��DQG�UHKDELOLWDWLRQ�VSHFLDOLVWV�
UHJDUGLQJ�WKH�LGHDO�VFDSXODU�PHFKDQLFV�GXULQJ�IXQFWLRQDO�PRYHPHQWV��0DQ\�RI�WKHVH�FRQFHSWV�DUH�EDVHG�
XSRQ� WKH�PRYHPHQWV�RI� VFDSXODU�GHSUHVVLRQ�DQG� UHWUDFWLRQ� WR� LPSURYH� VWDELOL]DWLRQ��8QIRUWXQDWHO\��
WKHVH�LQVWUXFWLRQDO�FXHV�RIWHQ�DGG�WR�VKRXOGHU�G\VIXQFWLRQ�UDWKHU�WKDQ�KHOS��DV�WKH\�GR�QRW�LPSURYH�WKH�
PRVW�FRPPRQ�FDXVHV�RI�VFDSXODU�G\VNLQHVLV�±�PDLQO\�VWDELOL]DWLRQ�DQG�XSZDUG�URWDWLRQ��

2SWLPDO� VFDSXODU�PHFKDQLFV� GXULQJ� IXQFWLRQDO� H[HUFLVH� LV� GHVFULEHG� EHORZ� LQ� UHODWLRQ� WR� FRPPRQ�
IXQFWLRQDO�YHUWLFDO�DQG�KRUL]RQWDO�PRYHPHQW�SDWWHUQV��5HJDUGOHVV�RI�WKH�SDWWHUQ�SHUIRUPHG��WKH�VFDSXODH�
PXVW�UHPDLQ�LQ�FRQWDFW��ÀXVK��ZLWK�WKH�WKRUD[�WKURXJKRXW�WKH�H[HUFLVH��

,36->328%0�497,-2+�4%88)627
([DPSOH��GXPEEHOO��'%��DQG�FDEOH�FKHVW�SUHVV

�� &RQFHQWULF�SKDVH��WKH�VFDSXODH�VKRXOG�DEGXFW��ZUDS��DURXQG�WKH�WKRUD[�DQG�HQG�XS�PLG�D[LOOD�LQ�D�
QHXWUDO�RU�VOLJKW�XSZDUGO\�URWDWHG�SRVLWLRQ�

�� (FFHQWULF� SKDVH�� WKH� VFDSXODH� VKRXOG� DGGXFW� DURXQG� WKH� WKRUD[� XQGHU� FRQWURO� DQG� HQG� XS� LQ� WKH�
QHXWUDO�VWDUWLQJ�SRVLWLRQ�

:)68-'%0�497,-2+�4%88)627
([DPSOH��RYHUKHDG�VKRXOGHU�SUHVV

�� &RQFHQWULF�SKDVH��WKH�VFDSXODH�DEGXFW��SRVWHULRUO\�WLOW��DQG�XSZDUGO\�URWDWH�DURXQG�WKH�WKRUD[�DQG�
VKRXOG�UHDFK�WKH�PLG�D[LOOD�
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�� (FFHQWULF�SKDVH�� WKH�VFDSXODH�VKRXOG�DGGXFW�� UHPDLQ�SRVWHULRUO\� WLOWHG��DQG�GRZQZDUGO\�URWDWH� WR�
UHWXUQ�WR�WKH�QHXWUDO�VWDUWLQJ�SRVLWLRQ�

,36->328%0�4900-2+�4%88)627
([DPSOH��'%�DQG�FDEOH�URZ

�� &RQFHQWULF�SKDVH�� WKH�VFDSXODH�VKRXOG�DGGXFW�VOLJKWO\� WRZDUGV��EXW�QRW�UHDFK�� WKH�PLGOLQH�±� WKH\�
PXVW�UHPDLQ�LQ�QHXWUDO�DOLJQPHQW�

�� (FFHQWULF�SKDVH��WKH�VFDSXODH�VKRXOG�VOLJKWO\�DEGXFW�DURXQG�WKH�WKRUD[�DQG�UHPDLQ�LQ�FRQWDFW�ZLWK�
LW��EXW�WKHUH�VKRXOG�QRW�EH�H[FHVVLYH�VFDSXODU�DEGXFWLRQ�±�WKH\�PXVW�UHPDLQ�LQ�QHXWUDO�DOLJQPHQW���

:)68-'%0�4900-2+�4%88)627
([DPSOH��SXOO�XS�DQG�FDEOH�SXOO�GRZQ

�� &RQFHQWULF�SKDVH��WKH�VFDSXODH�VKRXOG�SRVWHULRUO\�WLOW��DGGXFW�VOLJKWO\��DQG�EH�SXOOHG�LQWR�GRZQZDUG�
URWDWLRQ�WR�UHWXUQ�WR�D�QHXWUDO�VFDSXODH�SRVLWLRQ�±�WKHUH�VKRXOG�EH�QR�H[FHVVLYH�DGGXFWLRQ�RU�VTXHH]LQJ�
WKH�VKRXOGHU�EODGHV�WRJHWKHU��DQG�WKH�FOLHQW�VKRXOG�QRW�EH�FXHG�WR�µSXOO�GRZQ�DQG�EDFN�¶

�� (FFHQWULF�SKDVH��WKH�VFDSXODH�VKRXOG�UHPDLQ�LQ�SRVWHULRU�WLOW��DEGXFW�VOLJKWO\��DQG�XSZDUGO\�URWDWH�±�
WKH\�VKRXOG�UHPDLQ�ÀDW�DQG�ZUDS�DURXQG�WKH�WKRUD[�WKURXJKRXW�WKLV�SKDVH�

/I]�8S�7YGGIWW
4YWL�YT�4PYW�ERH�3XLIV�7MQMPEV�7IVVEXYW�
%RXIVMSV�'SVVIGXMZI�)\IVGMWI�4EXXIVRW

)1+�WXYHMIW�SR�XLI�TYWL�YT�TPYW�LEZI�HIQSRWXVEXIH�XLEX�MX�EGXMZEXIW�XLI�WIVVEXYW�ERXIVMSV�QSVI�XLER�
SXLIV�I\IVGMWIW�XLEX�XEVKIX�XLMW�QYWGPI��9RJSVXYREXIP]��)1+�WXYHMIW�SRP]�WLS[�QYWGPI�EGXMZMX]�ERH�HS�
RSX�HIQSRWXVEXI�[LIXLIV�SV�RSX�XLI�QYWGPI�MW�GSRXVEGXMRK�STXMQEPP]�XS�TVSZMHI�XLI�HIWMVIH�JYRGXMSREP�
GSRXVSP��'PMRMGEPP]��QSWX�GPMIRXW�[LS�HIQSRWXVEXI�WGETYPEV�H]WOMRIWMW�HYVMRK�XLIMV�KIRIVEP�TEXXIVRW�[MPP�
HMWTPE]�GSRXMRYIH�H]WJYRGXMSR�HYVMRK�XLI�TYWL�YT�TPYW�I\IVGMWI��9WYEPP]�XLMW�TEXXIVR�IRGSYVEKIW�JYVXLIV�
HS[R[EVH� VSXEXMSR� ERH� ERXIVMSV� XMPXMRK� SJ� XLI� WGETYPE�� HIWTMXI� MRGVIEWIH� EGXMZEXMSR� SJ� XLI� WIVVEXYW�
ERXIVMSV��7MQMPEVP]��0YRHIR�IX�EP������
�HIQSRWXVEXIH�XLEX�XLI�TYWL�YT�TPYW�I\IVGMWI��[LIR�TIVJSVQIH�
EKEMRWX�XLI�[EPP�F]�LIEPXL]�MRHMZMHYEPW��TPEGIH�XLI�WGETYPE�MR�XLI�I\EGX�TSWMXMSR�XLEX�GSRXVMFYXIW�XS�+,�
MQTMRKIQIRX�

/)=��6IGEPP� XLEX�QSWX�GEWIW�SJ� WGETYPEV�H]WJYRGXMSR�EVI�TVSFPIQW�[MXL� JYRGXMSREP�GSRXVSP�ERH�RSX�
[MXL�WXVIRKXL��7S��[LMPI�XLI�TYWL�YT�TPYW�QE]�WXVIRKXLIR�XLI�WIVVEXYW�ERXIVMSV��MX�SJXIR�HSIW�WS�EX�XLI�
I\TIRWI�SJ�WGETYPSXLSVEGMG�WXEFMPMX]��)RWYVI�STXMQEP�WGETYPSXLSVEGMG�TSWMXMSRMRK�ERH�GSRXVSP�TVMSV�XS�
TIVJSVQMRK�E�TYWL�YT�TPYW��VIKYPEV�TYWL�YT��SV�WMQMPEV�X]TI�SJ�TEXXIVR��



���&+$37(5�(,*+7���.(<�3$77(516�$1'�029(0(17�352*5(66,216�)25�7+(�6+28/'(5�&203/(;�$1'�833(5�(;75(0,7<��_

,36->328%0�497,-2+�4%88)627
'HVFULSWLRQ��$Q\�SDWWHUQ�ZKHUH�D�UHVLVWDQFH�WKDW�LV�SHUSHQGLFXODUO\�RULHQWHG�WR�WKH�SRVLWLRQ�RI�WKH�ERG\�
DQG�LV�SXVKHG�DZD\�IURP�WKH�ERG\�RU�ZKHUH�WKH�KRUL]RQWDOO\�RULHQWHG�ERG\�LV�EHLQJ�SXVKHG�DZD\�IURP�
WKH�¿[HG�KDQGV��

([DPSOH�� 6WDQGLQJ� ±� FDEOH� RU� EDQG� FKHVW� SUHVV�� VXSLQH� ±� FKHVW� SUHVV� XVLQJ� GXPEEHOOV�� EDUEHOOV��
PHGLFLQH�EDOOV��RU�NHWWOH�EHOOV��SURQH�±�SXVK�XS�

497,�94
7KH�SXVK�XS��38��LV�D�SURJUHVVLRQ�IURP�WKH�SODQN�DQG�RQH�RI�WKH�JUHDW�IXQFWLRQDO�H[HUFLVHV�SURYLGLQJ�
D�WUDLQLQJ�VWLPXOXV�WR�WKH�HQWLUH�VKRXOGHU�FRPSOH[�� WKRUD[��DQG�OXPERSHOYLF�KLS�FRPSOH[��,W�FDQ�EH�
XWLOL]HG�DV�D�WRRO�IRU�ERWK�HYDOXDWLRQ�DQG�WUDLQLQJ�SXUSRVHV��$OO�FOLHQWV�FDQ�SHUIRUP�38V�E\�PDQLSXODWLQJ�
WKH�DQJOH�RI� WKH�ERG\��)RU�FOLHQWV�GHPRQVWUDWLQJ�SRRU�VFDSXODU�VWDELOLW\�� UHKDELOLWDWLQJ�DQ� LQMXU\��RU�
SRVVHVVLQJ�ORZHU�OHYHOV�RI�VWUHQJWK��WKH�LQFOLQH�SXVK�XS�LV�D�JUHDW�ZD\�WR�EHJLQ��7KLV�SDWWHUQ�LV�SUHIHUUHG�
WR�WKH�PRGL¿HG�NQHH�YHUVLRQ�RI�WKH�38�EHFDXVH�LW�LQFRUSRUDWHV�WKH�HQWLUH�ORZHU�NLQHWLF�FKDLQ��7KURXJK�
DOO�38�SURJUHVVLRQV��DGKHUH�WR�WKH�IROORZLQJ�JXLGHOLQHV��

�� 7KH�FOLHQW�EHJLQV�ZLWK�D�VOLJKWO\�ZLGHU�WKDQ�VKRXOGHU�ZLGWK�JULS�RQ�WKH�EDU�RU�VXUIDFH��

�� 7KH�KHDG��WKRUD[�DQG�OXPEDU�VSLQH��DQG�SHOYLV�PXVW�EH�KHOG�LQ�D�QHXWUDO�SRVLWLRQ�DQG�UHPDLQ�LQ�WKLV�
SRVLWLRQ�WKURXJKRXW�WKH�HQWLUH�SDWWHUQ���

�� 7KH�FOLHQW�DFWLYDWHV�WKHLU�VHUUDWXV�DQWHULRU�DQG�FRUH�DQG�PDLQWDLQV�WKLV�DFWLYDWLRQ�

�� 7KH\�VORZO\�ORZHU�WKHLU�WUXQN�WRZDUGV�WKH�EDU�ZKLOH�PDLQWDLQLQJ�WKHLU�SRVWXUH�DQG�DFWLYDWLRQ�SDWWHUQV�
±�WKH�ERG\�VKRXOG�UHPDLQ�LQ�D�VWUDLJKW�OLQH��

�� 7KH\�SXVK�DZD\�IURP�WKH�EDU��ÀRRU��RU�DSSDUDWXV�WR�UHWXUQ�WR�WKH�VWDUWLQJ�SRVLWLRQ��

$V�PHQWLRQHG�HDUOLHU�� WKH�VFDSXODH�VKRXOG�UHPDLQ�VWDEOH� WKURXJKRXW� WKH�PRYHPHQW��ZLWK�RQO\�PLQRU�
DEGXFWLRQ��VFDSXOD�PRYLQJ�DZD\�IURP�WKH�VSLQH��GXULQJ�WKH�FRQFHQWULF�SKDVH��SXVKLQJ�XS��DQG�PLQRU�
DGGXFWLRQ��VFDSXOD�PRYLQJ�WRZDUGV�WKH�VSLQH��GXULQJ�WKH�HFFHQWULF�SKDVH��ORZHULQJ�GRZQ���8VLQJ�WKH�
YLVXDOL]DWLRQ�DQG�YHUEDO�FXH�RI�µSXVK�WKH�EDU�RU�ÀRRU�DZD\�IURP�\RX¶�GXULQJ�ERWK�WKH�ORZHULQJ��HFFHQWULF��
DQG�UDLVLQJ��FRQFHQWULF��SKDVHV�RI�WKH�H[HUFLVH�VHHPV�WR�UHVXOW�LQ�LPSURYHG�DFWLYDWLRQ�RI�WKH�VHUUDWXV�DQWHULRU��

$V�WKH�FOLHQW�SURJUHVVHV��VLPSO\�ORZHU�WKH�EDU�WR�LQFUHDVH�WKH�FKDOOHQJH��$�6PLWK�PDFKLQH�RU�SRZHU�
UDFN�ZLWK�D�EDUEHOO�DUH�LGHDO�IRU�SURJUHVVLQJ�FOLHQWV�WR�ORZHU�OHYHOV��

,QFOLQH�SXVK�XS�
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3URJUHVV�WR�D�ÀRRU�EDVHG�38�IRU�FOLHQWV�GHPRQVWUDWLQJ�FRQWURO�LQ�WKH�LQFOLQH�YHUVLRQ��(QVXUH�QHXWUDO�
VSLQH�SRVWXUH�DV�ZHOO�DV�VHUUDWXV�DQWHULRU�DQG�FRUH�DFWLYDWLRQ�WKURXJKRXW�WKH�PRYHPHQW�

3HUIRUPLQJ�WKH�38�ZLWK�WKH�XSSHU�ERG\�RYHU�D�VWDELOLW\�EDOO�DGGV�D�SURSULRFHSWLYH�FKDOOHQJH�WR�WKH�
H[HUFLVH��8VLQJ�EDOOV�RI�YDU\LQJ�VL]HV�DQG�GHQVLWLHV�DGGV�GLIIHUHQW�FKDOOHQJHV�WR�ERWK�WKH�VWDELOL]DWLRQ�
DQG�PRYHPHQW�V\VWHPV��(QVXUH�WKDW�\RXU�FOLHQW�FDQ�SHUIRUP�WKH�EDVLF�38�EHIRUH�SURJUHVVLQJ�WR�WKH�
IROORZLQJ�YHUVLRQV��$V�VWUHQJWK�DQG�VWDELOLW\�LPSURYH��LQFUHDVH�WKH�FKDOOHQJH�E\�SHUIRUPLQJ�WKH�38�
RYHU�D�SDLU�RI�PHGLFLQH�EDOOV�RU�D�VWDELOLW\�EDOO��

$OWHUQDWLQJ�OLPE�SDWWHUQV��HOHYDWLQJ�WKH�ERG\��RU�HOHYDWLQJ�WKH�OHJV�DGG�LQFUHDVHG�SURSULRFHSWLYH�DQG�
VWDELOL]DWLRQ� FKDOOHQJHV� WR� WKRVH� LQGLYLGXDOV�ZKR� GHPRQVWUDWH� H[FHSWLRQDO� FRUH� VWDELOLW\� DQG� XSSHU�
ERG\�VWUHQJWK�

3XVK�XS�SURJUHVVLRQV�RQ�WKH�VWDELOLW\�EDOO��FRQWLQXHG�RSSRVLWH��

)ORRU�EDVHG�SXVK�XS�

3XVK�XS�ZLWK�VWDELOLW\�EDOO�
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/I]�8S�4IVJSVQERGI
4YWL�YT�4VSKVIWWMSRW�

8LVSYKLSYX�IEGL�SJ�XLI�TVSKVIWWMSRW��XLI�GPMIRX�EGXMZEXIW�XLIMV�HIIT�RIGO�¾I\SVW��WIVVEXYW�ERXIVMSV��ERH�
HIIT�EFHSQMREP�[EPP��8LI]�QEMRXEMR�XLMW�EGXMZEXMSR�ERH�FIRH�XLI�IPFS[W�EW�XLI�FSH]�MW�PS[IVIH�XS[EVHW�
XLI�LERHW�ERH�EW�XLI�EVQW�EVI�I\XIRHIH�XS�VIXYVR�XS�XLI�WXEVXMRK�TSWMXMSR��8LIMV�FSH]�WLSYPH�VIQEMR�MR�
E�WXVEMKLX�PMRI�XLVSYKLSYX�XLI�TEXXIVR�

'0-)28�7)27%8-32��=SYV� GPMIRX� WLSYPH� JIIP� XLEX� XLI]�QEMRXEMR� EGXMZEXMSR� ERH� E� PSRK� WTMRI�
XLVSYKLSYX�XLI�TEXXIVR��8LI]�WLSYPH�JIIP�WMKRM½GERX�XIRWMSR�MR�XLI�ERXIVMSV�¾I\SV�GLEMR��MRGPYHMRK�XLI�
TIGXSVEPMW�QENSV��WIVVEXYW�ERXIVMSV��EFHSQMREP�[EPP�ERH�EVQW�



��� _��&255(&7,9(�(;(5&,6(�62/87,216�72�&20021�+,3�$1'�6+28/'(5�'<6)81&7,21

86<�40%2/�497,�94�463+6)77-327
7KH�75;�FDQ�EH�XWLOL]HG�WR�SHUIRUP�PDQ\�SODQN�DQG�SXVK�XS�W\SH�SDWWHUQV��7KH�LQGLYLGXDO�LV�SURJUHVVHG�
DSSURSULDWHO\��EDVHG�RQ�WKHLU�DELOLW\�WR�VWDELOL]H�DQG�FRPSOHWH�WKH�SDWWHUQ�ZLWKRXW�FRPSHQVDWLRQV���

75;�SXVK�XS�� � � � � ���������75;�SODQN�OHYHO�,�

75;�SODQN�OHYHO�,,�

75;�SODQN�OHYHO�,,,�

$GYDQFHG�75;�SXVK�XS�



���&+$37(5�(,*+7���.(<�3$77(516�$1'�029(0(17�352*5(66,216�)25�7+(�6+28/'(5�&203/(;�$1'�833(5�(;75(0,7<��_

4-/)�497,�94
7KH�SLNH�SXVK�XS��DOVR�NQRZQ�DV�D�9�XS��RYHU�D�VWDELOLW\�EDOO�RU�RQ�D�75;�LV�D�JUHDW�ZD\�WR�WUDLQ�PRWLRQ�
RI�WKH�VFDSXOD�DURXQG�D�VWDEOH�KXPHUDO�KHDG��7KH�LQGLYLGXDO�PXVW�EH�DEOH�WR�PDLQWDLQ�VFDSXORWKRUDFLF�
DQG�WKRUDFRSHOYLF�FRQWURO�WKURXJKRXW�WKH�SDWWHUQ��

8�78%&-0->%8-32�497,�94
7KH� 7�VWDELOL]DWLRQ� SXVK�XS� �7�38�� LV� DQ� H[FHOOHQW� PRYHPHQW� IRU� WKH� PRUH� DGYDQFHG� LQGLYLGXDO�
UHTXLULQJ�VWUHQJWK�DQG�VWDELOLW\�WKURXJK�WKH�VKRXOGHU�FRPSOH[��7KLV�LV�DQ�HVSHFLDOO\�HIIHFWLYH�SDWWHUQ�
IRU� IRRWEDOO� OLQHPHQ��ZUHVWOHUV�� DQG�DQ\RQH�QHHGLQJ�G\QDPLF�VWUHQJWK�DQG�VWDELOLW\�RI� WKH� VKRXOGHU�
FRPSOH[�� ,W� LV� YLWDOO\� LPSRUWDQW� WKDW� WKH� FOLHQW� FDQ� SHUIRUP� WKH� EDVLF� SXVK�XS� DQG� SODQN�ZDON�RXW�
ÀDZOHVVO\�EHIRUH�EHJLQQLQJ�WKH�7�38���7KH�SODQN�ZDON�RXW�LV�DFKLHYLQJ�WKH�SODQN�SRVLWLRQ�DQG�VORZO\�
ZDONLQJ� WKH�DUPV�DZD\�IURP�WKH�VWDUW�SRVLWLRQ�DQG�PRYLQJ� WKHP�EDFN� WR� WKH�VWDUW�SRVLWLRQ�ZLWKRXW�
ORVLQJ�VFDSXODU�RU�VSLQH�FRQWURO��
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)<)6'-7)�4)6*361%2')
7KH� FOLHQW� EHJLQV� LQ� D� SXVK�XS� SRVLWLRQ�� 7KH\� ORZHU� WKHLU� ERG\� WRZDUGV� WKH� ÀRRU� DQG� WKHQ� SXVK�
WKHPVHOYHV�XS��URWDWLQJ�WKHLU�WRUVR�RQWR�RQH�DUP��$W�WKH�WRS�RI�WKH�PRYHPHQW��WKH�DUP�VKRXOG�EH�VWUDLJKW��
WKH�VFDSXOD�VKRXOG�EH�UHVWLQJ�ÀDW�DJDLQVW�WKH�WKRUDFLF�FDJH��DQG�WKH�VSLQH�DQG�SHOYLV�VKRXOG�EH�QHXWUDO��
7KH�FOLHQW�VKRXOG�QRW�KDYH�H[FHVVLYH�VZD\�GXULQJ�VLQJOH�DUP�VXSSRUW�DV�WKLV�LQGLFDWHV�LQVWDELOLW\�LQ�WKH�
VKRXOGHU�DQG�RU�FRUH��7KH\�KROG�WKLV�SRVLWLRQ�IRU�D�PRPHQW��UHWXUQ�WR�WKH�VWDUWLQJ�SRVLWLRQ��DQG�UHSHDW�
WKH�VHTXHQFH�RQ�WKH�RWKHU�DUP��7KH�SURJUHVVLRQ�EHJLQV�ZLWK�D�VSOLW�OHJ�SRVLWLRQ��SURJUHVVHV�WR�D�VWDFNHG�
OHJ�SRVLWLRQ��DQG�¿QDOO\�WKH�DEGXFWHG�OHJ�SRVLWLRQ����

7�38���
VSOLW�OHJ�SRVLWLRQ�

7�38���
VWDFNHG�OHJ�SRVLWLRQ�

7�38���
DEGXFWHG�OHJ�SRVLWLRQ�
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7�38V�FDQ�EH�ORDGHG�ZLWK�OLJKW�GXPEEHOOV��XVXDOO\��±���OE��WR�LQFUHDVH�WKH�VWDELOL]DWLRQ�GHPDQGV�RQ�ERWK�
WKH�FRUH�DQG�WKH�VKRXOGHU�FRPSOH[��D±F���(QVXUH�D�QHXWUDO�VSLQH�SRVLWLRQ�DQG�PRQLWRU�IRU�WKH�IROORZLQJ�
VLJQV�RI�LQVWDELOLW\�RU�ZHDNQHVV�RI�WKH�VWDELOL]DWLRQ�V\VWHP��VZD\LQJ��H[FHVVLYH�PRWLRQ��RU�VDJJLQJ�RI�
WKH�VSLQH��VSLQH�JRHV�LQWR�ODWHUDO�ÀH[LRQ�LQ�WKH�XQLODWHUDO�DUP�VXSSRUW�SRVLWLRQ�DQG�FDQ�QR�ORQJHU�EH�
PDLQWDLQHG�LQ�D�VWUDLJKW�OLQH���DV�ZHOO�DV�DGGXFWLRQ��GRZQZDUG�URWDWLRQ��DQG�RU�ÀDULQJ�RI�WKH�VFDSXOD�

/I]�8S�4IVJSVQERGI
8�7XEFMPM^EXMSR�4YWL�9T�4VSKVIWWMSRW�

8LVSYKLSYX�IEGL�SJ�XLI�TVSKVIWWMSRW��XLI�GPMIRX�EGXMZEXIW�XLIMV�HIIT�RIGO�¾I\SVW��WIVVEXYW�ERXIVMSV��ERH�
HIIT�EFHSQMREP�[EPP��8LI]�QEMRXEMR�XLMW�EGXMZEXMSR��FIRH�XLI�IPFS[W�EW�XLI]�PS[IV�XLIMV�FSH]�XS[EVHW�
XLI�LERHW�ERH�I\XIRH�YT�SRXS�SRI�EVQ�XS�VIXYVR�XS�XLI�WXEVXMRK�TSWMXMSR��8LI�FSH]�WLSYPH�VIQEMR�MR�E�
WXVEMKLX�PMRI�XLVSYKLSYX�XLI�TEXXIVR�ERH�E�WXVEMKLX�WYTTSVX�EVQ�QEMRXEMRIH��[MXL�RS�WMKRM½GERX�W[E]MRK�
SV�WGETYPEV�GSPPETWI�

'0-)28�7)27%8-32��=SYV� GPMIRX� WLSYPH� JIIP� XLEX� XLI]�QEMRXEMR� EGXMZEXMSR� ERH� E� PSRK� WTMRI�
XLVSYKLSYX�XLI�TEXXIVR�

7�38���
ZLWK�GXPEEHOOV�

D� E�

F�



��� _��&255(&7,9(�(;(5&,6(�62/87,216�72�&20021�+,3�$1'�6+28/'(5�'<6)81&7,21

'%&0)�',)78�46)77
3XVKLQJ� SDWWHUQV� DUH� RQH� RI� WKH� IXQGDPHQWDO�PRYHPHQW� SDWWHUQV� HTXDOO\� WDUJHWLQJ� HYHU\� VWDELOL]HU�
RI�WKH�XSSHU�H[WUHPLW\�DQG�FRUH��&DEOHV�DQG�EDQGV�RIIHU�DQ�DGGLWLRQDO�G\QDPLF�WUDLQLQJ�FRPSRQHQW��
HQDEOLQJ�WKH�FRQGLWLRQLQJ�RI�WKH�DQWHULRU�ÀH[RU�FKDLQ�DQG�DOORZLQJ�WKH�OXPERSHOYLF�KLS�FRPSOH[�WR�
ZRUN�LQ�XQLVRQ�ZLWK�WKH�XSSHU�H[WUHPLW\�LQ�DQ�XSULJKW�YHUVXV�VXSLQH�SRVWXUH��3HUIRUPLQJ�D�XQLODWHUDO�
SDWWHUQ�LQWURGXFHV�D�URWDU\�FRPSRQHQW� WKDW�PXVW�EH�FRQWUROOHG�E\�WKH�DQWHULRU�REOLTXH�FKDLQ��:KLOH�
WKHUH� DUH� VHYHUDO� SURJUHVVLRQV� WKDW� FDQ� EH� SHUIRUPHG�� WKH� XQLODWHUDO� SDWWHUQ�ZLWK� D� SDUDOOHO� RU� VSOLW�
VWDQFH� LV� WKH� EDVLF� YHUVLRQ��7KHUH� DUH� VHYHUDO� FRPPRQDOLWLHV� VKDUHG�E\� HDFK�YHUVLRQ�RI�PRYHPHQW�
SDWWHUQ��7KURXJKRXW�WKH�SDWWHUQ��

�� WKH�VSLQH�PXVW�UHPDLQ�LQ�D�QHXWUDO�SRVLWLRQ�
DQG�ORQJ�

�� WKH� FRUH� DQG� VFDSXODU� VWDELOL]HUV� PXVW�
UHPDLQ�DFWLYDWHG�

�� WKH� DUP� PXVW� EH� GHFHOHUDWHG� GXULQJ�
WKH� UHWXUQ� DQG� WKH� HOERZ�QRW� DOORZHG� WR�
H[WHQG� SDVW� WKH� VKRXOGHU� LQ� LQGLYLGXDOV�
ZLWK�VFDSXODU�RU�KXPHUDO�LQVWDELOLWLHV�

�� PRWLRQ�LV�LQLWLDWHG�DW�WKH�WUXQN�DQG�¿QLVKHG�
WKURXJK�WKH�H[WUHPLW\�

�� WKH�VFDSXOD�PXVW�DEGXFW�DURXQG�WKH�WKRUD[�
GXULQJ� WKH� FRQFHQWULF� SKDVH�� DQG� WKHUH�
VKRXOG�EH�D�FRQWUROOHG�DGGXFWLRQ�EDFN�WR�
WKH�VWDUWLQJ�SRVLWLRQ�

2QFH� WKH� EDVLF� YHUVLRQ� KDV� EHHQ�PDVWHUHG�� IROORZ� WKH� SURSHU� SURJUHVVLRQV� E\� YDU\LQJ� WKH� FOLHQW¶V�
VWDQFH��WUXQN�SRVLWLRQ��DQG�WRUVR�UDQJH�RI�PRWLRQ�

/I]�8S�4IVJSVQERGI
'EFPI�'LIWX�4VIWW�

8LI�GPMIRX�EGXMZEXIW�XLIMV�HIIT�RIGO�¾I\SVW��WIVVEXYW�ERXIVMSV��ERH�XVYRO�WXEFMPM^IVW��8LI]�QEMRXEMR�XLMW�
EGXMZEXMSR�XLVSYKLSYX�XLI�TEXXIVR�

'0-)28�7)27%8-32��=SYV� GPMIRX� WLSYPH� JIIP� EW� MJ� XLI]�QEMRXEMR� EGXMZEXMSR� ERH� E� PSRK� WTMRI�
XLVSYKLSYX�XLI�TEXXIVR��8LI]�WLSYPH�JIIP�WMKRM½GERX�XIRWMSR�MR�XLI�ERXIVMSV�SFPMUYI�ERH�¾I\SV�GLEMRW��
IWTIGMEPP]�EX�XLI�WXEVX�ERH�IRH�SJ�XLI�TEXXIVR��
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:KLOH�DQ\�SDWWHUQ�SHUIRUPHG�LQ�XQLODWHUDO� IDVKLRQ� LQWURGXFHV�D�URWDU\�FRPSRQHQW��DGGLQJ� WKH� WUXQN�
URWDWLRQ�FRPSRQHQW�KHOSV�WR�WXUQ�WKLV�PRYHPHQW�LQWR�D�PRELOLW\�SDWWHUQ�IRU�WKH�WKRUD[��7KH�IUHH�DUP�FDQ�
UHPDLQ�¿[HG�RU�FDQ�SHUIRUP�D�SXOOLQJ�W\SH�PRWLRQ�WR�DLG�WKRUD[�URWDWLRQ��:LWK�WKH�G\QDPLF�YHUVLRQ��EH�
VXUH�WKH�LQGLYLGXDO�URWDWHV�WKURXJK�WKH�IURQW�KLS�DQG�SLYRWV�RQ�WKH�EDOO�RI�WKH�UHDU�IRRW��

&DEOH�FKHVW�SUHVV���
SDUDOOHO�VWDQFH�

&DEOH�FKHVW�SUHVV���
VSOLW�VWDQFH�

&DEOH�FKHVW�SUHVV��
ZLWK�URWDWLRQ�
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7KH� DOWHUQDWLQJ� FDEOH� FKHVW� SUHVV�ZLWK� URWDWLRQ� LV� RQH�RI� WKH�PRVW� HIIHFWLYH�ZD\V� WR� WUDLQ�G\QDPLF�
URWDWLRQDO� VWUHQJWK� DQG� VWDELOLW\� LQ� WKH� DQWHULRU� REOLTXH� FKDLQ��7KLV� H[HUFLVH� DOVR� VHUYHV� DV� D�PRUH�
IXQFWLRQDO�DOWHUQDWLYH�WR�WKH�REOLTXH�FUXQFK��DV�LW�ZRUNV�WKH�HQWLUH�DEGRPLQDO�ZDOO�LQ�WKH�PRUH�IXQFWLRQDO�
XSULJKW�SRVLWLRQ�ZKLOH�LQWHJUDWLQJ�KLS�DQG�FRUH�FR�DFWLYDWLRQ��7KH�VWDWLF�YHUVLRQ�ZLWKRXW�KLS�PRWLRQ�
UHTXLUHV�VLJQL¿FDQW�FRUH�FRQWURO�ZKLOH�WKH�URWDWLQJ�YHUVLRQ��ZLWK�KLS�URWDWLRQ��H±I��FDQ�EH�SHUIRUPHG�
PRUH�UDSLGO\�WR�LQFUHDVH�IXQFWLRQDO�FDUU\�RYHU�RI�WKH�DQWHULRU�REOLTXH�FKDLQ�

&DEOH�FKHVW�SUHVV��
ZLWK�URWDWLRQ��G\QDPLF�

$OWHUQDWLQJ�FDEOH�FKHVW��
SUHVV��VWDWLF�VWDQFH� D� E�
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�

/I]�8S�4IVJSVQERGI
%PXIVREXMRK�'EFPI�'LIWX�4VIWW�

8LI�GPMIRX�EGXMZEXIW�XLIMV�HIIT�RIGO�¾I\SVW��WIVVEXYW�ERXIVMSV��ERH�XVYRO�WXEFMPM^IVW��8LI]�QEMRXEMR�XLMW�
EGXMZEXMSR�ERH�E�PSRK�WTMRI�XLVSYKLSYX�XLI�TEXXIVR��6SXEXMSR�SGGYVW�EVSYRH�XLI�WXEXMSREV]�LMT�[MXL�E�
WPMKLX�EQSYRX�SJ�XVYRO�VSXEXMSR�

'0-)28�7)27%8-32��=SYV�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�QEMRXEMR�EGXMZEXMSR�ERH�EVI�VSXEXMRK�SR�E�
PSRKMXYHMREP�E\MW�XLVSYKL�XLI�WTMRI��8LI]�WLSYPH�JIIP�WMKRM½GERX�XIRWMSR�MR�XLI�ERXIVMSV�SFPMUYI�ERH�¾I\SV�
GLEMRW��IWTIGMEPP]�EX�XLI�WXEVX�ERH�HYVMRK�XLI�IGGIRXVMG�TLEWI�SJ��XLI�TEXXIVR�

&DEOH�FKHVW�SUHVV��
ZLWK�KLS�URWDWLRQ�

F� G�

H� I�
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(91&&)00�',)78�46)77
:KLOH�'%�DQG�EDUEHOO�YHUVLRQV�RI�WKH�FKHVW�SUHVV�DUH�H[WUHPHO\�SRSXODU�DQG�HIIHFWLYH�IRU�GHYHORSLQJ�
XSSHU�ERG\�VWUHQJWK��WKH�ZD\�PDQ\�FOLHQWV�SHUIRUP�WKHP�DFWXDOO\�DGGV�WR�SRVWXUDO�G\VIXQFWLRQV��VXFK�
DV� IRUZDUG� KHDG� SRVLWLRQ� DQG� LQWHUQDO� VKRXOGHU� URWDWLRQ�� DV�ZHOO� DV� 67� DQG�7/� LQVWDELOLWLHV��7KHVH�
SDWWHUQV�DUH�RIWHQ�FXHG�XVLQJ�WKH�SRZHUOLIWLQJ�PRGHO��ZKHUH�WKH�FOLHQW�LV�LQVWUXFWHG�WR�SXOO�WKH�VFDSXOD�
GRZQ� DQG� EDFN� DQG� DUFK� WKH� EDFN� DV�PXFK� DV� SRVVLEOH��:KLOH� WKLV� SRVWXUH� DOORZV� SRZHUOLIWHUV� DQG�
ERG\EXLOGHUV�WR�OLIW�PRUH�ZHLJKW��XQIRUWXQDWHO\�WKHVH�FXHV�SHUSHWXDWH�GHSUHVVLRQ�DQG�GRZQZDUG�URWDWLRQ�
RI�WKH�VFDSXOD�DQG�K\SHUH[WHQVLRQ�RI�WKH�WKRUDFROXPEDU�MXQFWLRQ��5HPHPEHU��WKH�JRDO�IRU�WKH�JHQHUDO�
SRSXODWLRQ��FOLHQWV�LV�LQMXU\�UHGXFWLRQ��7KH�DIRUHPHQWLRQHG�FXHV�LQFUHDVH�WKH�OLNHOLKRRG�RI�LQMXULHV�DQG��
JLYHQ�WKH�KLJK�LQFLGHQFH�RI�VKRXOGHU�LQMXULHV�LQ�FOLHQWV�ZKR�SHUIRUP�WKHVH�H[HUFLVHV��LW�LV�EHWWHU�WR�DYRLG�
WKHVH�H[HUFLVHV�ZLWK�WKH�JHQHUDO�DQG�SRVW�UHKDELOLWDWLRQ�SRSXODWLRQV��

,GHDOO\��WKH�VFDSXOD�VKRXOG�UHPDLQ�LQ�D�QHXWUDO��DFWLYDWHG�SRVLWLRQ��ZKLFK�LV�ZUDSSHG�DURXQG�WKH�WKRUD[��
7KH� HQWLUH� VSLQH� VKRXOG� UHPDLQ� ORQJ� DQG� LQ� FRQWDFW� ZLWK� WKH� EHQFK� VXUIDFH� WKURXJKRXW� WKH� HQWLUH�
GXUDWLRQ�RI�WKH�H[HUFLVH��,I�SHUIRUPLQJ�WKH�FKHVW�SUHVV�RQ�D�VWDELOLW\�EDOO��WKH�KHDG�DQG�VKRXOGHUV�VKRXOG�
EH�SRVLWLRQHG�RQ� WKH�EDOO� DQG� WKH� VSLQH� VKRXOG� UHPDLQ� ORQJ��8WLOL]H�ERWK� DOWHUQDWLQJ�DQG�XQLODWHUDO�
SDWWHUQV� WR�UHGXFH� WKH�SRWHQWLDO� IRU� WKRUDFLF�VWLIIQHVV�DQG� WR�SURPRWH�UHFLSURFDO�PRWLRQ� WKURXJK�WKH�
WUXQN�DQG�XSSHU�H[WUHPLWLHV��,Q�XQLODWHUDO�SDWWHUQV��KROG�WKH�IUHH�DUP�VWDEOH�WR�VWDELOL]H�RQH�VLGH�RI�WKH�
WKRUD[�ZKLOH�WKH�RWKHU�VLGH�GULYHV�WKRUDFLF�PRWLRQ�DV�LW�SHUIRUPV�WKH�SUHVV��

'%�FKHVW�SUHVV�RQ�VWDELOLW\�EDOO��DOWHUQDWLQJ�

'%�FKHVW�SUHVV�RQ�VWDELOLW\�EDOO��XQLODWHUDO�
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%08)62%8-2+�'%&0)�',)78�*0=
&DEOH�À\V�DUH�D�FRPPRQ�H[HUFLVH��URXWLQHO\�SHUIRUPHG�DV�SDUW�RI�D�SXVKLQJ�FLUFXLW��7KH�EDVLF�YHUVLRQ�
RI� WKH�FDEOH�À\�DV�SHUIRUPHG�E\�PRVW� LQGLYLGXDOV� LV�HVVHQWLDOO\�D�QRQ�IXQFWLRQDO�PRYHPHQW�DV� LW� LV�
SHUIRUPHG� LQ� D� VWDWLRQDU\� SRVLWLRQ� DQG� RIWHQ�ZLWK� OLWWOH� DWWHQWLRQ� WR�ZKDW� LV� RFFXUULQJ� WKURXJK� WKH�
VKRXOGHU�FRPSOH[��:LWK�VLPSOH�PRGL¿FDWLRQV�VXFK�DV�DOWHUQDWLQJ�VWHSSLQJ�OHJ�DQG�UHDFKLQJ�DUP��WKH�
FDEOH�À\�FDQ�EH�DQ�H[WUHPHO\�HIIHFWLYH�H[HUFLVH�LQ�WUDLQLQJ�WKH�HQWLUH�DQWHULRU�VKRXOGHU�FRPSOH[�DORQJ�
ZLWK�WKH�DQWHULRU�REOLTXH�FKDLQ��

7KHUH�DUH�VHYHUDO�NH\�SRLQWV�WR�DGKHUH�WR�GXULQJ�WKH�DOWHUQDWLQJ�FDEOH�À\�SDWWHUQ��7KH�FOLHQW�VKRXOG��

�� �PDLQWDLQ�QHXWUDO�VSLQDO�DOLJQPHQW�DQG�FRUH�DFWLYDWLRQ�GXULQJ�WKH�SDWWHUQ��

�� PDLQWDLQ�D�ORQJ�VSLQH�DQG�URWDWH�RQ�D�ORQJLWXGLQDO�D[LV�WKURXJK�WKH�VSLQH�

�� VWDELOL]H�WKH�VFDSXOD�WKURXJKRXW�WKH�SDWWHUQ�

�� QRW�DOORZ�RYHUVWUHWFKLQJ�RI�WKH�DQWHULRU�MRLQW�FDSVXOH�RI�WKH�VKRXOGHU��E\�DOORZLQJ�WKH�XSSHU�DUP�WR�
GHFHOHUDWH�RQO\�WR�WKH�VFDSXODU�SODQH��DSSUR[LPDWHO\����GHJUHHV�DQWHULRU�WR�WKH�IURQWDO�SODQH���

&DEOH�FKHVW�À\��
ZLWK�DOWHUQDWLQJ�VWHS�
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)<)6'-7)�4)6*361%2')
)DFLQJ�DZD\�IURP�D�GXDO�FDEOH�SXOOH\�PDFKLQH��WKH�FOLHQW�JUDVSV�WKH�KDQGOHV��ZLWK�WKH�DUPV�LQ�WKH�VFDSXODU�
SODQH��$IWHU�DFWLYDWLQJ�WKH�FRUH�DQG�VKRXOGHU�VWDELOL]HUV��WKH�FOLHQW�VWHSV�RXW�RQ�RQH�VLGH��SXOOLQJ�WKH�FDEOH�
LQ�WKH�RSSRVLWH�DUP�WRZDUGV�WKH�PLGOLQH�RI�WKH�ERG\��7KH\�UHWXUQ�WR�WKH�VWDUWLQJ�SRVLWLRQ�XQGHU�FRQWURO��

$OWHUQDWLQJ�FDEOH�FKHVW��
À\�ZLWK�FRQWUDODWHUDO��
VWHS�RXW�

/I]�8S�4IVJSVQERGI
%PXIVREXMRK�'EFPI�'LIWX�*P]�

8LI�GPMIRX�EGXMZEXIW� XLIMV�HIIT�RIGO�¾I\SVW�� WIVVEXYW�ERXIVMSV�� ERH� XVYRO�WXEFMPM^IVW��8LI]�QEMRXEMR� XLMW�
EGXMZEXMSR�ERH�E�PSRK�WTMRI�XLVSYKLSYX�XLI�TEXXIVR��ERH�VIEGL�PSRK�XLVSYKL�XLI�JSV[EVH�EVQ��8LI�XVYRO�ERH�
XSVWS�WLSYPH�JEGI�JSV[EVH�HYVMRK�FMPEXIVEP�TEXXIVRW�ERH�VSXEXI�HYVMRK�YRMPEXIVEP�ERH�EPXIVREXMRK�TEXXIVRW�

'0-)28�7)27%8-32��=SYV�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�QEMRXEMR�EGXMZEXMSR�ERH�EVI�VSXEXMRK�SR�E�
PSRKMXYHMREP�E\MW�XLVSYKL�XLI�WTMRI��8LI]�WLSYPH�JIIP�WMKRM½GERX�XIRWMSR�MR�XLI�ERXIVMSV�¾I\SV�GLEMR�EX�XLI�
WXEVX�SJ�XLI�TEXXIVR�ERH�MR�XLI�ERXIVMSV�SFPMUYI�GLEMR�IWTIGMEPP]�EX�XLI�IRH�SJ�XLI�TEXXIVR��
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:)68-'%0�497,-2+�4%88)627
'HVFULSWLRQ��$Q\�SDWWHUQ�ZKHUH�UHVLVWDQFH�LV�SXVKHG�RYHUKHDG�DJDLQVW�WKH�SXOO�RI�JUDYLW\�

([DPSOH��2YHUKHDG�SUHVV�XVLQJ�GXPEEHOOV��EDUEHOOV��PHGLFLQH�EDOOV��RU�NHWWOHEHOOV�

2YHUKHDG�GXPEEHOO�SUHVVLQJ�LV�DQRWKHU�IXQGDPHQWDO�PRYHPHQW�SDWWHUQ�WKDW�LV�PXFK�PRUH�WKDQ�PHUHO\�
D� VKRXOGHU�H[HUFLVH�� ,W� LV�DQ�H[FHOOHQW�PRYHPHQW� IRU�GHYHORSLQJ�VWUHQJWK�DQG�VWDELOLW\� LQ� WKH�HQWLUH�
VKRXOGHU� FRPSOH[�� WKRUD[�� DQG� OXPERSHOYLF�KLS� UHJLRQV�� 5HJDUGOHVV� RI� WKH� JRDO�� E\� YDU\LQJ� DUP�
SRVLWLRQ��DQJOH�RI�SXVK��DQG�ORDG�OHYHOV��DOPRVW�DQ\RQH�FDQ�SHUIRUP�WKH�RYHUKHDG�SUHVV��+RZHYHU��LW�
LV�LPSRUWDQW�WR�HVWDEOLVK�SURSHU�FHUYLFDO�VSLQH��WKRUD[��DQG�67�VWDELOL]DWLRQ�SULRU�WR�ORDGLQJ�WKH�XSSHU�
H[WUHPLW\��RWKHUZLVH�WKH�FOLHQW�ZLOO�FRPSHQVDWH��

7UDGLWLRQDOO\�� RYHUKHDG� SUHVVHV� KDYH� EHHQ� SHUIRUPHG�ZKLOH� VLWWLQJ� DQG� VWDELOL]HG� DJDLQVW� D� EHQFK��
:KLOH�WKHUH�LV�QRWKLQJ�ZURQJ�ZLWK�GRLQJ�SUHVVHV�LQ�WKLV�IDVKLRQ��WKHUH�DUH�IDU�JUHDWHU�EHQH¿WV�WR�EH�
JDLQHG�SHUIRUPLQJ�WKHP�ZKLOH�VLWWLQJ�RQ�D�VWDELOLW\�EDOO��7KHUH�LV�WKH�LQFUHDVHG�GHPDQG�RQ�WKH�FRUH�WR�
VWDELOL]H�WKH�WUXQN�ZKLOH�VLWWLQJ�RQ�D�VWDELOLW\�EDOO��DV�FRPSDUHG�WR�SHUIRUPLQJ�WKHP�ZKLOH�VHDWHG�ZLWK�
WKH�EDFN�VWDELOL]HG�RU�XVLQJ�D�PDFKLQH��+RZHYHU�IRU�PRVW�FOLHQWV��VWDQGLQJ�ZLOO�EH�WKH�SUHIHUUHG�SDWWHUQ�
VLQFH�VR�PDQ\�RI�WKHP�VLW�IRU�PRVW�RI�WKHLU�GD\�

)RU�PRVW�FOLHQWV��'%V�DUH�XVHG�LQVWHDG�RI�EDUEHOOV�IRU�D�YDULHW\�RI�UHDVRQV��LQFOXGLQJ��

�� '%V�DOORZ�WKH�FOLHQW�WR�PRYH�WKURXJK�WKHLU�UDQJH�RI�PRWLRQ��%DUEHOOV�UHTXLUH�WKH�FOLHQW�WR�OHDQ�EDFN�
WR� FOHDU� WKH�EDU� IURP�KLWWLQJ� WKHLU� FKLQ��RIWHQ� WKH� FOLHQW� FRPSHQVDWHV�E\�H[WHQGLQJ� WKURXJK� WKHLU�
WKRUDFROXPEDU�MXQFWLRQ��UDWKHU�WKDQ�JHWWLQJ�VSLQDO�H[WHQVLRQ�WKURXJK�WKHLU�HQWLUH�VSLQH��

�� '%V�HQDEOH�WKH�FOLHQW�WR�ZRUN�WKH�VKRXOGHUV�WKURXJK�PXOWLSOH�SODQHV�RI�PRWLRQ��

�� '%V� DOORZ� WKH� FOLHQW� WR� SHUIRUP� DOWHUQDWLQJ� DQG� XQLODWHUDO� SDWWHUQLQJ�� ZKLFK� EHWWHU� DGGUHVVHV�
XQLODWHUDO�LQVWDELOLWLHV�RU�ZHDNQHVVHV�����

7KH�LGHDO�SRVLWLRQ�RI�RYHUKHDG�SUHVVLQJ�LV�ZKHUH�WKH�VFDSXOD�LV�LQ�XSZDUG�URWDWLRQ��ZLWK�WKH�JOHQRLG�
IRVVD�IDFLQJ�XSZDUG�DQG�WKH�KXPHUXV�LV�RQ�WKH�YHUWLFDO�D[LV�ZLWK�WKH�ERG\��$�FRPPRQ�FXH�WR�DFKLHYH�
WKLV�SRVLWLRQ�LV�µSDFN�WKH�VKRXOGHU�MRLQW�E\�SXOOLQJ�WKH�VFDSXOD�GRZQ�DQG�EDFN�¶�8QIRUWXQDWHO\��LQ�WKH�
FOLHQW�ZLWK�DQ�XQVWDEOH�VKRXOGHU�MRLQW��SRRU�XSZDUG�URWDWLRQ�RI�WKH�VFDSXOD��RU�OLPLWHG�*+�UDQJH�RI�
PRWLRQ��WKLV�FXH�ZLOO�JHQHUDOO\�UHVXOW�LQ�WKH�FOLHQW�SXOOLQJ�WKH�67�MRLQW�LQWR�D�GHSUHVVHG�DQG�GRZQZDUGO\�
URWDWHG�SRVLWLRQ��$�EHWWHU�FXH�LV�WR�KDYH�WKH�FOLHQW�LPDJLQH�ZUDSSLQJ�WKH�VFDSXOD�DURXQG�WKH�WKRUD[�DQG�
PDLQWDLQLQJ�WKLV�SRVLWLRQ�DV�WKH�KXPHUXV�PRYHV�LQ�WKH�JOHQRLG�IRVVD��7KLV�JXDUDQWHHV�FRQVWDQW�VHUUDWXV�
DQWHULRU�DFWLYLW\�DQG�HQVXUHV�WKDW�WKH�VFDSXOD�UHPDLQV�LQ�D�UHODWLYH�XSZDUGO\�URWDWHG�SRVLWLRQ���
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7KH� FOLHQW� LV� LQVWUXFWHG� WR� PDLQWDLQ� D� ORQJ�
VSLQH� �YHUWLFDO� DUURZ��� ZUDS� �FXUYHG� DUURZ��
WKH� VFDSXOD� DURXQG� WKH� WKRUD[�� DQG� WR�
PDLQWDLQ� WKLV� DFWLYDWLRQ� DV� WKH\� ORZHU� WKHLU�
DUP�� 7KLV� HQVXUHV� WKDW� WKH� VHUUDWXV� DQWHULRU�
UHPDLQV� DFWLYH� DV� WKH� DUP� LV� ORZHUHG�� 7KH\��
PXVW� EH� DEOH� WR� SHUIRUP� WKLV� DFWLRQ� ZLWKRXW�
ZHLJKW�LQ�WKH�DUP�EHIRUH�DGGLQJ�D�ORDG��

'XULQJ� WKH� RYHUKHDG� SUHVV�� WKH� VSLQH� PXVW� UHPDLQ� QHXWUDO� �YHUWLFDO� OLQH�� DV� WKH� DUPV� DUH� SXVKHG�
RYHUKHDG��7KH�VHUUDWXV�DQWHULRU�UHPDLQV�DFWLYH�DQG�WKH�VFDSXODH�DUH�ZUDSSHG�DURXQG�WKH�WKRUD[��DUURZ��
DV�WKH�DUPV�DUH�OLIWHG�RQO\�WR�WKH�OHYHO�DW�ZKLFK�WKH�VSLQH�UHPDLQV�QHXWUDO��D��E����

$XWKRU¶V�QRWH��7KH�TXHVWLRQ� LV� RIWHQ� UDLVHG� DV� WR�ZK\� WKH� DUPV� DUH�KHOG�RXW� LQ� IURQW� RI� WKH�ERG\�
UDWKHU� WKDQ�GLUHFWO\�RYHUKHDG��7KH�DUPV�DUH� UDLVHG�RQO\� WR� WKH�SRLQW�ZKHUH� WKH� FOLHQW� FDQ�PDLQWDLQ�
WKHLU�WKRUDFRSHOYLF�FDQLVWHU��73&���)RU�WKLV�SDUWLFXODU�FOLHQW�LQ�WKH�LPDJH�WR�WKH�ULJKW��WR�JHW�WKH�DUPV�
FRPSOHWHO\�RYHUKHDG�ZRXOG�UHTXLUH�KLP�WR�K\SHUH[WHQG�WKURXJK�KLV�WKRUDFROXPEDU�MXQFWLRQ��WKHUHE\�
FRPSULVLQJ�KLV�73&�VWDELOLW\��F���+H�ZLOO�XVH�OLJKWHU�ZHLJKW�WR�KHOS�VSDUH�KLV�VSLQH�IURP�WKH�GHOHWHULRXV�
HIIHFWV�RI�WU\LQJ�WR�DFKLHYH�D�SXUHO\�YHUWLFDO�RYHUKHDG�SRVLWLRQ�RI�WKH�ZHLJKWV��

D� F�E�
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6HDWHG� DQG� VWDQGLQJ� RYHUKHDG� '%� SUHVVHV� DUH� D� JUHDW� DOWHUQDWLYH� WR� WUDGLWLRQDO� EHQFK�VXSSRUWHG�
RYHUKHDG�'%�SUHVVHV�DV�WKH\�KDYH�D�JUHDWHU�VWDELOL]DWLRQ�UHTXLUHPHQW�WKDQ�WKHLU�VXSSRUWHG�DQG�PDFKLQH�
FRXQWHUSDUWV��7KH�FOLHQW�PXVW�PDLQWDLQ�D�ORQJ�VSLQH�DQG�DFWLYDWLRQ�RI�WKHLU�73&�WKURXJKRXW�WKH�SDWWHUQ��

3HUIRUPLQJ�D�VWDQGLQJ�RYHUKHDG�'%�SUHVV�SURYLGHV�HYHQ�JUHDWHU�EHQH¿WV�WKDQ�WKH�VHDWHG�YHUVLRQ��7KHVH�
EHQH¿WV�LQFOXGH���

�� LQFUHDVHG�GHPDQGV�RQ�WKH�FRUH�±� WKH�VWDQGLQJ�RYHUKHDG�SUHVV� LQFUHDVHV� WKH�GHPDQGV�RQ�WKH�FRUH�
VWDELOL]HUV�RI�WKH�WKRUD[�DV�WKH�DUPV�DUH�H[WHQGHG�RYHUKHDG�

�� LQWHJUDWLRQ�RI�WKH�HQWLUH�NLQHWLF�FKDLQ�±�WKH�VWDQGLQJ�SUHVV�LQWHJUDWHV�WKH�VKRXOGHU�FRPSOH[��WKRUD[��
KLSV��DQG�ORZHU�H[WUHPLWLHV��VLPXODWLQJ�PDQ\�DFWLYLWLHV�RI�GDLO\�OLYLQJ��

�� DELOLW\� WR� SHUIRUP� WUDQVYHUVH� SODQH� SDWWHUQV� ±� HQFRXUDJHV� LQWHJUDWLRQ� RI� KLS� URWDWLRQ� DQG� VSLQDO�
VWDELOLW\��

�� GHFUHDVHG� VWUHVV� RQ� WKH� OXPEDU� VSLQH�±� OHVV� SUHVVXUH� LV� SODFHG�XSRQ� WKH� VSLQH�ZKHQ� VWDQGLQJ� DV�
FRPSDUHG�WR�VLWWLQJ�

�� FDQ�EH�SHUIRUPHG�LQ�ELODWHUDO��DOWHUQDWLQJ��DQG�XQLODWHUDO�SDWWHUQV��UHVSHFWLYHO\�DGGLQJ�SURJUHVVLYHO\�
LQFUHDVHG�VWDELOLW\�GHPDQGV�RQ�WKH�FRUH��

2YHUKHDG�'%�SUHVV��VDJLWWDO�SODQH�±�IURQW�YLHZ�
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2YHUKHDG�'%�SUHVV��IURQWDO�SODQH�±�9�SUHVV��IDU�OHIW�	�OHIW���<�SUHVV��ULJKW�	�IDU�ULJKW��

/I]�8S�4IVJSVQERGI
7LSYPHIV�4VIWW�

8LI�GPMIRX�EGXMZEXIW�XLIMV�HIIT�RIGO�¾I\SVW��WIVVEXYW�ERXIVMSV��ERH�XVYRO�WXEFMPM^IVW��8LI]�QEMRXEMR�XLMW�
EGXMZEXMSR�ERH�E�PSRK�WTMRI�XLVSYKLSYX�XLI�TEXXIVR�

'0-)28�7)27%8-32��=SYV�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�QEMRXEMR�EGXMZEXMSR�EW�XLI]�TVIWW�SZIVLIEH��
8LI]�WLSYPH�JIIP�WMKRM½GERX�XIRWMSR�MR�XLI�XVYRO�ERH�WLSYPHIV�WXEFMPM^IVW�XLVSYKLSYX�XLI�TEXXIVR�

$XWKRU¶V� 1RWH�� )RU� FOLHQWV� ZLWK� VKRXOGHU�
VWDELOLW\� LVVXHV�� VWLFN� ZLWK� VDJLWWDO� DQG� IURQWDO�
SODQH�SDWWHUQV��9�DQG�<�SUHVVHV�VKRXOG�RQO\�EH�
SHUIRUPHG�E\� LQGLYLGXDOV�ZLWK�DGYDQFHG� OHYHOV�
RI�VKRXOGHU�VWDELOLW\�

$OWHUQDWLQJ�RYHUKHDG�'%�SUHVV��VDJLWWDO�SODQH��
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$OWHUQDWLQJ�RYHUKHDG�'%�SUHVV��� � ������$OWHUQDWLQJ�RYHUKHDG�'%�SUHVV���
IURQWDO�SODQH�±�9�SUHVV��� � � ������IURQWDO�SODQH�±�<�SUHVV�

$OWHUQDWLQJ�RYHUKHDG�'%�SUHVV��� � � 8SVLGH�GRZQ�NHWWOHEHOO�OLIW��
WUDQVYHUVH�SODQH�

7KH�XSVLGH�GRZQ�NHWWOHEHOO�OLIW�UHTXLUHV�WUHPHQGRXV�VWDELOLW\�RI�WKH�HQWLUH�VKRXOGHU�FRPSOH[�DV�ZHOO�
DV�RI�WKH�ZULVW�DQG�HOERZ��7KLV�LV�DQ�H[FHOOHQW�SDWWHUQ�LQ�ZKLFK�WR�XVH�LUUDGLDWLRQ�IURP�WKH�JULS�RQ�WKH�
NHWWOHEHOO�KDQGOH�WR�DLG�VKRXOGHU�VWDELOLW\��%H�VXUH�WKH�FOLHQW�PDLQWDLQV�VFDSXODU�FRQWURO�DQG�D�QHXWUDO�
ZULVW�SRVLWLRQ�WKURXJKRXW�WKH�SDWWHUQ�DQG�XVHV�WKH�FRQWUDODWHUDO�OLPE�WR�VWDELOL]H�WKH�WKRUD[�DQG�QHFN��
'XH�WR�WKH�GHPDQGLQJ�DQG�XQVWDEOH�QDWXUH�RI�WKLV�SDWWHUQ��XVH�D�OLJKWHU�NHWWOHEHOO�WR�EHJLQ�ZLWK�XQWLO�
WKH�FOLHQW�GHPRQVWUDWHV�DQ�DELOLW\�WR�FRQWURO�ERWK�WKH�FRQFHQWULF�DQG�HFFHQWULF�SKDVHV�RI�WKH�SDWWHUQ���



��� _��&255(&7,9(�(;(5&,6(�62/87,216�72�&20021�+,3�$1'�6+28/'(5�'<6)81&7,21

'XH�WR�WKH�JULS��PHGLFLQH�EDOOV�DGG�D�XQLTXH�FKDOOHQJH�WR�WKH�RYHUKHDG�SUHVV�DQG�PDNH�WKLV�DQ�HIIHFWLYH�
SDWWHUQ�IRU�UHSOLFDWLQJ�PDQ\�DFWLYLWLHV�RI�GDLO\�OLYLQJ��VXFK�DV�OLIWLQJ�FKLOGUHQ���

2YHUKHDG�SUHVV�ZLWK�PHGLFLQH�EDOO��� � ����������2YHUKHDG�SUHVV�ZLWK�PHGLFLQH�EDOO��
VDJLWWDO�SODQH�� � � � � ����������IURQWDO�SODQH�

2YHUKHDG�SUHVV�ZLWK�PHGLFLQH�EDOO��� � ����������2YHUKHDG�SUHVV�ZLWK�PHGLFLQH�EDOO��
IURQWDO�SODQH�� � � � � ����������WUDQVYHUVH�SODQH�
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'HVFULSWLRQ��$Q\�SDWWHUQ�ZKHUH�UHVLVWDQFH�LV�SXOOHG�WRZDUG�WKH�ERG\��DORQJ�D�KRUL]RQWDO�SODQH��RU�WKH�
ERG\�LV�SXOOHG�WRZDUG�WKH�¿[HG�KDQGV��ZKHQ�WKH�ERG\�LV�LQ�DQ�LQFOLQHG�RU�KRUL]RQWDO�SRVLWLRQ��

([DPSOH��%HQW�RYHU�URZ�XVLQJ�GXPEEHOOV�RU�EDUEHOOV��VHDWHG�RU�VWDQGLQJ�FDEOH�RU�EDQG�URZ��UHFOLQHG�
SXOO�XS�XVLQJ�D�EDUEHOO�UDFN�RU�75;�DSSDUDWXV�

$QRWKHU�IXQGDPHQWDO�PRYHPHQW�SDWWHUQ��SXOOLQJ�SDWWHUQV�WDUJHW�WKH�HQWLUH�H[WHQVRU�FKDLQ��SRVWHULRU�
VFDSXODU� VWDELOL]HUV�� DQG� 73&� VWDELOL]HUV�� :KLOH�� LQ� WHUPV� RI� WHFKQLFDOLW\�� SXOOLQJ� SDWWHUQV� DUH�
UHODWLYHO\� HDV\� WR� SHUIRUP��PDQ\� LQGLYLGXDOV� SHUIRUP� WKHP� LQFRUUHFWO\��7KHUH� DUH� WKUHH� FRPPRQ�
HUURUV�ZLWK�SXOOLQJ�W\SH�SDWWHUQV�

��� 6FDSXODU� LQVWDELOLW\��&OLHQWV�DUH�FXHG� WR�SXOO� WKH�VFDSXODH�GRZQ�DQG�EDFN��5HFDOO�� WKH�UROH�RI�
WKH�VFDSXODU�VWDELOL]HUV� LV� MXVW� WKDW�±�VWDELOL]HUV��7KH\�DUH�QRW�SULPDULO\�DGGXFWRUV�RU�UHWUDFWRUV���
5HVXOW��SHUSHWXDWLRQ�RI�VFDSXODU�GRZQZDUG�URWDWLRQ��DGGXFWLRQ��DQG�GHSUHVVLRQ��

��� *OHQRKXPHUDO� LQVWDELOLW\�� 7KH� HOERZV� DUH� SXOOHG� IDU� EH\RQG� WKH� ERG\�� GLVUXSWLQJ� WKH�
LGHDO� *+� D[LV� RI� URWDWLRQ� DQG� GULYLQJ� WKH� KXPHUDO� KHDG� IRUZDUG� LQ� WKH� VRFNHW� �D� DQG� F����
5HVXOW��*+�LQVWDELOLW\��

��� 6SLQDO�LQVWDELOLW\��7KH�FOLHQW�LV�RIWHQ�FXHG�WR�OLIW�WKH�FKHVW��ZKLFK�RIWHQ�UHVXOWV�LQ�WKRUDFROXPEDU�
H[WHQVLRQ� �F��� 7KLV� FRPSURPLVH� LQ� DOLJQPHQW� LV� FRPSRXQGHG� E\� OXPEDU� VSLQH� ÀH[LRQ� ±�
ERWK� LQ� WKH� VHDWHG� DQG� EHQW�RYHU� URZ� YHUVLRQV� ±� GXH� WR� PRVW� FOLHQWV¶� KLS� ÀH[LRQ� GH¿FLHQF\��
5HVXOW�� WKRUDFLF� H[WHQVLRQ�� OXPEDU� ÀH[LRQ�� DQG� SRVWHULRU� WLOWLQJ� RI� WKH� SHOYLV�� OHDGLQJ� WR�
73&�LQVWDELOLW\���

��� 3RRU� VFDSXODU� DQG� WUXQN� VWDELOLW\�� ,Q� WKH� VHDWHG� URZ�� KH� DOORZV�KLV� VFDSXODH� WR� RYHU�DEGXFW�
GXULQJ� WKH� HFFHQWULF� SKDVH� �E�� DQG� WKHQ� RYHU�H[WHQGV� KLV� VSLQH� DQG� RYHU�DGGXFWV� KLV� VFDSXODH�
GXULQJ�WKH�FRQFHQWULF�SKDVHV�RI�WKH�SDWWHUQ��F���

7KH� LQGLYLGXDO� LQ� WKH� LPDJH� DERYH� OHIW� LV� XQDEOH� WR�PDLQWDLQ� D� VWDEOH� SRVLWLRQ� RI� HLWKHU� KLV� ULJKW�
VFDSXORWKRUDFLF�MRLQW�RU�KLV�FHUYLFRWKRUDFLF�MXQFWLRQ�GXULQJ�WKH�RQH�DUP�URZ��$GGLWLRQDOO\��KH�SXOOV�
KLV�HOERZ�SDVW�WKH�ERG\��GULYLQJ�WKH�VFDSXOD�LQWR�DQ�RYHUO\�DGGXFWHG�SRVLWLRQ�DQG�WKH�KXPHUDO�KHDG�
IRUZDUG�UHODWLYH�WR�WKH�JOHQRLG�IRVVD��

D� E� F�

D� F�E�
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7KLV�SDWWHUQ�ZLOO�RYHUORDG�KLV�FHUYLFDO�VSLQH��OHDGLQJ�WR�PRYHPHQW�SDWWHUQ�G\VIXQFWLRQV�DQG�HDUO\�VSLQH�
GHJHQHUDWLRQ��,Q�WKH�LPDJH�EHORZ�OHIW��KH�LV�FXHG�WR�DFKLHYH�D�ORQJ�VSLQH�SRVWXUH�DQG�ZUDS�KLV�VFDSXOD�
DURXQG�WKH�WKRUD[��WKHUHE\�LPSURYLQJ�ERWK�WKH�QHFN�DQG�VFDSXOD�SRVWXUHV��

7KH�FOLHQW�GRHV�QRW�PDLQWDLQ�VFDSXODU�RU�VSLQH�VWDELOL]DWLRQ�ZKHQ�SHUIRUPLQJ�WKH�IURQWDO�SODQH�URZ��
ZKLFK�UHVXOWV�LQ�DQWHULRU�KXPHUDO�JOLGH�DQG�ODWHUDO�QHFN�ÀH[LRQ��LPDJH�EHORZ�PLGGOH���+H�LV�FXHG�
WR�PDLQWDLQ�D�ORQJ�VSLQH�DQG�VFDSXODU�VWDELOLW\�DQG�WR�µSXOO�WKH�DUP�ORQJ¶��ZKLFK�UHVXOWV�LQ�LPSURYHG�
DOLJQPHQW�DQG�SXOOLQJ�SDWWHUQ��LPDJH�EHORZ�ULJKW���

$XWKRU¶V�QRWH��7KH�JRDO�RI�SXOOLQJ�SDWWHUQV�LV�WR�SXOO�WKH�VKRXOGHUV�DQG�VSLQH�LQWR�D�QHXWUDO�RU�PLQLPDOO\�
H[WHQGHG�SRVLWLRQ��QRW�WR�SXOO�LQWR�HQG�UDQJH�VKRXOGHU�RU�VSLQH�H[WHQVLRQ�
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6XSSRUWHG�'%�URZ��7UDLQHUV�ZLOO�RIWHQ�KDYH�WKHLU�FOLHQWV�SHUIRUP�WKH�EHQW�RYHU�URZ�ZLWK�RQH�DUP�DQG�
NQHH�VXSSRUWHG�RQ�D�EHQFK��7KLV�RIWHQ�UHVXOWV�LQ�H[FHVVLYH�XVH�RI�WKH�EHQFK�IRU�VXSSRUW��QHJDWLQJ�PDQ\�
RI�WKH�SRVWXUDO�EHQH¿WV�RI�WKH�XQVXSSRUWHG�YHUVLRQ��,I�FOLHQWV�UHTXLUH�VXSSRUW��WKH\�VKRXOG�DVVXPH�WKH�
EHQW�RYHU�SRVLWLRQ�SUHYLRXVO\�GHVFULEHG��ZLWK�RQH�DUP�VXSSRUWHG�RQ�D�EHQFK�RU�UDFN��0DNH�VXUH�WKDW�
WKH�FOLHQW�PDLQWDLQV�DFWLYDWLRQ�LQ�ERWK�WKH�VXSSRUWLYH�DUP�DV�ZHOO�DV�LQ�WKH�ZRUNLQJ�DUP����

'%�URZ��VLQJOH�DUP�URZ��VXSSRUWHG��OHIW�WZR�LPDJHV���XQVXSSRUWHG��ULJKW�WZR�LPDJHV����

/I]�8S�4IVJSVQERGI
(YQFFIPP�6S[�

8LI�GPMIRX�EGXMZEXIW�XLIMV�HIIT�RIGO�¾I\SVW��WIVVEXYW�ERXIVMSV��ERH�XVYRO�WXEFMPM^IVW�ERH�QEMRXEMRW�E�PSRK�
WTMRI�XLVSYKLSYX�XLI�TEXXIVR�

8LI]�FIRH�JSV[EVH�F]�TIVJSVQMRK�E�LMT�LMRKI��¾I\MRK�XLIMV�LMTW�SRP]�EW�JEV�EW�XLIMV�HIKVII�SJ�LMT�¾I\MSR��
3RI�[E]�XS�HIXIVQMRI�XLMW� PMQMX� MW�XS�LEZI�XLI�GPMIRX�WUYEX�XS�XLI�HIITIWX�TSMRX�[LIVI�XLI]�GER�WXMPP�
QEMRXEMR�E�RIYXVEP�WTMRI�ERH�XLIR�XMPX�XLI�TIPZMW�JSV[EVH���

8LI�GPMIRX´W�EVQW�VIQEMR�WXVEMKLX�MR�XLMW�TSWMXMSR�ERH�XLI�WGETYPEI�QYWX�FI�MR�E�RIYXVEP�TSWMXMSR�¯�XLI�
WGETYPEI�EVI�RSX�EPPS[IH�XS�SZIVP]�EFHYGX��LIPTMRK�XLI�GPMIRX�QEMRXEMR�MWSQIXVMG�GSRXVSP�SJ�XLI�WGETYPEV�
WXEFMPM^IVW��

8LI]�TYPP�XLIMV�EVQW�XS[EVHW�XLI�WMHIW��XLI�IPFS[W�WXE]MRK�MR�GPSWI��ERH�XLI�WGETYPEI�EVI�TYPPIH�[MHI��
RSX�FEGO�¯�XLI�QSXMSR�FIMRK�WMQMPEV�XS�E�WE[MRK�QSXMSR��8LMW�LIPTW�XS�QEMRXEMR�EGXMZEXMSR�MR�XLI�WIVVEXYW�
ERXIVMSV��QMHHPI�XVETI^MYW��ERH�PS[IV�XVETI^MYW��

8LI�IRXMVI�+,�WLSYPH�VSXEXI�EPSRK�MXW�E\MW�MR�XLI�KPIRSMH�JSWWE�ERH�RSX�FI�HVMZIR�JSV[EVH��[LMGL�MW�E�
JVIUYIRX� SGGYVVIRGI�[LIR� XLI� GPMIRX� MW� GYIH� XS�³WUYII^I� XLI� WLSYPHIV� FPEHIW� XSKIXLIV� ERH�TYPP� XLI�
IPFS[W�FEGO�́�

3RGI�XLI]�QEWXIV�XLI�WYTTSVXIH�ZIVWMSR��XLI�GPMIRX�TVSKVIWWIW�XS�XLI�YRWYTTSVXIH��YRMPEXIVEP��VSXEXMRK��
WTPMX�WXERGI��JVSRXEP�TPERI��ERH�WMRKPI�PIK�WYTTSVX�ZIVWMSRW��

'0-)28�7)27%8-32��=SYV�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�QEMRXEMR�EGXMZEXMSR�ERH�XLMRO�EFSYX�TYPPMRK�
XLIMV�WGETYPEI�[MHI��8LI]�WLSYPH�JIIP�WMKRM½GERX�XIRWMSR�MR�XLI�I\XIRWSV�GLEMR�WGETYPEV�WXEFMPM^IVW�IZIR�
XLSYKL�XLI]�EVI�RSX�HMVIGXP]�EHHYGXMRK�XLI�WGETYPEI�
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$OWHUQDWLQJ�'%�URZ�

8QLODWHUDO� '%� URZ� ZLWK� URWDWLRQ��
XQLODWHUDO�SDWWHUQV�LQWURGXFH�D�URWDU\�IRUFH�
WKDW� QHHGV� WR� EH� FRQWUROOHG�� 7KH� FOLHQW�
PDLQWDLQV�D�QHXWUDO�VSLQH�DOLJQPHQW��FRUH�
DFWLYDWLRQ��DQG�URWDWHV�WKH�WKRUD[�DORQJ�D�
ORQJLWXGLQDO�D[LV���

8QLODWHUDO�'%�URZ��IURQWDO�SODQH�

%LODWHUDO�'%�URZ��IURQWDO�SODQH��
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$OWHUQDWLQJ�'%�URZ��IURQWDO�SODQH�

6LQJOH�OHJ�VXSSRUWHG�
XQLODWHUDO�'%�URZ��LSVLODWHUDO�
VXSSRUW�

6LQJOH�OHJ�VXSSRUWHG�
XQLODWHUDO�'%�URZ��
FRQWUDODWHUDO�VXSSRUW�

6LQJOH�OHJ�XQLODWHUDO�'%�URZ��D±E��LSVLODWHUDO�VXSSRUW��F±G��FRQWUDODWHUDO�VXSSRUW��

E� F� G�D�
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$OO� WKH� PHFKDQLFV� GHVFULEHG� RQ� WKH� SUHYLRXV� SDJH� DSSO\� WR� WKH� VHDWHG� FDEOH� URZ� YHUVLRQV�� ,GHDO�
SDWWHUQLQJ� GXULQJ� WKH� DOWHUQDWLQJ� VHDWHG� FDEOH� URZ�� WKH� FOLHQW�PDLQWDLQV� QHXWUDO� VSLQH� DQG� VFDSXODU�
SRVLWLRQV�DQG�SXOOV�WKH�VFDSXOD�ZLGH�DQG�WKH�WUXQN�LQWR�D�ORQJ�VSLQH�SRVWXUH�

&DEOH�URZ��ELODWHUDO��

&DEOH�URZ��DOWHUQDWLQJ�

&DEOH�URZ��URWDWLRQ�

&DEOH�URZ���D±E��LSVLODWHUDO�VXSSRUW���F±G��FRQWUDODWHUDO�VXSSRUW�

E� F� G�D�
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&%2(�36�'%&0)�&3;�%2(�%663;�63;
%DQG�RU�FDEOH�ERZ�DQG�DUURZ�URZV�DUH�DQ�LQFUHGLEO\�HIIHFWLYH�ZD\�WR�WUDLQ�ERWK�DFFHOHUDWLRQ�DQG�
GHFHOHUDWLRQ�RI�WKH�SRVWHULRU�REOLTXH�FKDLQ��7KH\�RIIHU�DGGLWLRQDO�EHQH¿WV�RYHU�FRQYHQWLRQDO�URZLQJ�
E\�LQFOXGLQJ�KLS�PRWLRQ�±�H[WHUQDO�KLS�URWDWLRQ�ZLWK�WKH�VWHSSLQJ�YHUVLRQ�DQG�LQWHUQDO�KLS�URWDWLRQ�
ZLWK�WKH�SLYRW�YHUVLRQ���

)<)6'-7)�4)6*361%2')
7KH�FOLHQW�LQLWLDWHV�WKH�SXOO�WKURXJK�WKH�SHOYLV��WKHQ�
WKH�WUXQN��DQG�¿QLVKHV�ZLWK�WKH�DUP��7KH\�SXOO�WKH�
HOERZ�µORQJ¶�DV�LI�SXOOLQJ�RQ�D�ERZ�VWULQJ��ZKLWH�
DUURZ���7KH�OHYHO�RI�WKH�HOERZ�DOZD\V�OLIWV�VOLJKWO\�
KLJKHU� WKDQ� WKH� ZULVW� LQ� ORZ�WR�KLJK� SDWWHUQV�
DQG� VOLJKWO\� ORZHU� LQ� KLJK�WR�ORZ� SDWWHUQV� DQG�
EHFRPHV�DQ�H[WHQVLRQ�RI� WKH�FDEOH�RU�EDQG��7KH�
ZULVW�UHPDLQV�VWUDLJKW�DQG�VSLQH�UHPDLQV�QHXWUDO��
7KH�URWDWLRQ�LV�DURXQG�WKH�VWDWLRQDU\�KLS��DQG�WKH�
KLS��NQHH��DQG�DQNOH�UHPDLQ�DOLJQHG��$W�WKH�HQG�RI�
WKH�SXOO�PRWLRQ��WKH�FOLHQW¶V�FHQWHU�RI�PDVV�VKRXOG�
EH� GLVWULEXWHG� HTXDOO\� EHWZHHQ� WKHLU� IHHW� DW� WKH�
HQG�RI� WKH�SXOO��GDVKHG�OLQH���7KH\�UHWXUQ�WR� WKH�
VWDUWLQJ�SRVLWLRQ�XQGHU�FRQWURO�

/I]�8S�4IVJSVQERGI
&ERH�SV�'EFPI�4YPP�;MXL�6SXEXMSR�

8LI�GPMIRX�EGXMZEXIW�XLIMV�WIVVEXYW�ERXIVMSV�ERH�XVYRO�WXEFMPM^IVW��8LI]�QEMRXEMR�XLMW�EGXMZEXMSR�ERH�E�PSRK�
WTMRI�XLVSYKLSYX�XLI�TEXXIVR��

8LI]�TYPP� XLI�FERH�SV� GEFPI�� XLMROMRK�SJ�TYPPMRK� XLI�EVQ� PSRK�EPSRK� XLI�TPERI�SJ� XLI�FSH]�� ERH� XLI��
JSVIEVQ�VIQEMRW�MR�PMRI�[MXL�XLI�GEFPI��IWWIRXMEPP]�FIGSQMRK�ER�I\XIRWMSR�SJ�XLI�GEFPI�

'0-)28�7)27%8-32��=SYV�GPMIRX�WLSYPH� JIIP�EW� MJ� XLI]�QEMRXEMR�EGXMZEXMSR�EW� XLI]�EVI�TYPPMRK�
XLI� GEFPI� SV� FERH��8LI� QSZIQIRX� MW� MRMXMEXIH� ERH� GSRXVSPPIH� XLVSYKL� XLI� LMTW� ERH� XLSVE\� VEXLIV��
XLER�XLI�EVQW�
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%RZ�DQG�DUURZ��ORZ�WR�KLJK�

%RZ�DQG�DUURZ��KLJK�WR�ORZ�

$OWHUQDWLQJ�FDEOH�URZ��ZLWK�
SLYRW��LQWHUQDO�KLS�URWDWLRQ��
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6)'0-2)(�4900�94
7KH�UHFOLQHG�SXOO�XS��HVVHQWLDOO\�D�UHYHUVH�PRWLRQ�RI�WKH�SXVK�XS��LV�D�K\EULG�PRYHPHQW��FRPELQLQJ�
ERWK�WKH�EHQH¿WV�RI�D�SXOO�XS�DQG�EHQW�RYHU�URZ��,W�IXQFWLRQV�DV�DQ�LQLWLDO�SURJUHVVLRQ�WR�KHOS�D�FOLHQW�
WR�XQGHUVWDQG�WKH�QXDQFH�RI�67�FRQWURO�UHTXLUHG�WR�SURSHUO\�SHUIRUP�D�SXOO�XS��,W�LV�D�JUHDW�SDWWHUQ��
IRU�ERWK�WKH�H[WHQVRU�FKDLQ�DV�ZHOO�DV�SRVWHULRU�VFDSXODU�VWDELOL]HUV��DOORZLQJ�YLUWXDOO\�DQ\�FOLHQW���
HYHQ� GHFRQGLWLRQHG� DQG� HOGHUO\� RQHV�� WR� GHULYH� WKH� EHQH¿WV� RI� SXOOLQJ� SDWWHUQV�� 7KH\� FDQ� EH��
SHUIRUPHG�RQ� D�EDUEHOO� UDFN�� D� GXDO� FDEOH�PDFKLQH�� RU� D� VXVSHQVLRQ� DSSDUDWXV� VXFK� DV� WKH�75;���
2QFH� WKH�FOLHQW�SURJUHVVHV� WR�D�SRLQW�ZKHUH� WKHLU�ERG\� LV� OHYHO�ZLWK� WKH�ÀRRU�� WKH�SDWWHUQ� LV�DOVR�
UHIHUUHG�WR�DV�DQ�µLQYHUWHG�URZ¶��

/I]�8S�4IVJSVQERGI
6IGPMRIH�4YPP�9T

8LI�GPMIRX�EGXMZEXIW�XLIMV�WIVVEXYW�ERXIVMSV�ERH�XVYRO�WXEFMPM^IVW��8LI]�QEMRXEMR�XLMW�EGXMZEXMSR�ERH�E�PSRK�
WTMRI�XLVSYKLSYX�XLI�TEXXIVR�

8LI]�KVEWT�XLI�LERHPIW�ERH�PIER�FEGO�YRXMP�XLI]�EVI�WYTTSVXIH�

8LI]�TYPP�XLIQWIPZIW�YT�XS[EVHW�XLI�GEFPI�ERH�VIPIEWI�FEGO�XS�XLI�WXEVXMRK�TSWMXMSR��

%W�XLI�GPMIRX�TVSKVIWWIW��XLIMV�FSH]�MW�PS[IVIH�XS�E�QSVI�LSVM^SRXEP�TSWMXMSR�ERH�XLIR�XS�E�TSMRX�[LIVI�
XLIMV�PIKW�EVI�IPIZEXIH�SR�E�WXIT�SV�TPEXJSVQ��

8LI]�TYPP�XLIQWIPZIW�YT�SRP]�XS�XLI�TSMRX�[LIVI�XLI]�QEMRXEMR�STXMQEP�+,�VSXEXMSR�SV�[LIVI�XLIMV�
YTTIV�EVQW�EVI�MR�PMRI�[MXL�XLIMV�XSVWS��

8LI�JSPPS[MRK�KYMHIPMRIW�QYWX�FI�EHLIVIH�XS�XLVSYKLSYX�XLI�TEXXIVR���

��8LI�WTMRI�VIQEMRW�RIYXVEP�ERH�XLI�GSVI�VIQEMRW�EGXMZEXIH��

��8LI�EROPIW�VIQEMR�MR�HSVWM¾I\MSR�ERH�XLI�[VMWXW�VIQEMR�WXVEMKLX��

��8LI�WGETYPEI�VIQEMR�EGXMZEXIH��XLI]�EHHYGX�WPMKLXP]�EW�XLI�GPMIRX�TYPPW�YT�ERH�EFHYGX�WPMKLXP]�EW�XLI�
� � GPMIRX�PS[IVW�XLIQWIPZIW��EP[E]W�VIQEMRMRK�MR�E�RIYXVEP��TSWXIVMSVP]�XMPXIH�TSWMXMSR�

'0-)28�7)27%8-32��=SYV�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�QEMRXEMR�EGXMZEXMSR�EW�XLI]�TYPP�XLIMV�FSH]�
XS[EVHW�XLIMV�LERHW�ERH�ZMWYEPM^I�TYPPMRK�XLIMV�WLSYPHIVW�[MHI�ERH�XLIMV�WTMRI�PSRK�
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5HFOLQHG�SXOO�XS��75;�

5HFOLQHG�SXOO�XS��URSH�

5HFOLQHG�SXOO�XS��EDU�

:KLOH�WKH�XQGHUKDQG�YHUVLRQ�UHFUXLWV�
PRUH� WKH� ODWLVVLPXV�GRUVL�DQG�HOERZ�
ÀH[RUV��WKH�RYHUKDQG�JULS�IDYRUV�WKH�
SRVWHULRU� VFDSXODU� VWDELOL]HUV� DQG�
VKRXOGHU�FRPSOH[��7KH�FOLHQW�VKRXOG�
SXOO� WKH� HOERZV� ZLGH� ZLWKRXW� RYHU�
DGGXFWLRQ�RI�WKH�VFDSXOD�DV�WKH\�SXOO�
WKHLU�ERG\�WRZDUGV�WKH�EDU��
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5HFOLQHG�SXOO�XS��75;�±��
RYHUKDQG�JULS�

5HFOLQHG�SXOO�XS��EDU�±��
RYHUKDQG�JULS��SRVWHULRU�

5HFOLQHG�SXOO�XS��EDU�±��
RYHUKDQG�JULS��VLGH�
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7-2+0)�%61�638%8-32�4%88)627
7KH�VLQJOH�DUP�URWDWLRQ� LV�DQRWKHU�K\EULG�H[HUFLVH� WKDW�GRHV�QRW�QHDWO\�¿W� LQWR�D� VSHFL¿F�FDWHJRU\��
KRZHYHU��VLQFH�WKH�ERG\�LV�SXOOHG�WRZDUG�WKH�¿[HG�DUP��LW�LV�FRQVLGHUHG�PRUH�RI�D�SXOO�SDWWHUQ��7KH�
VLQJOH�DUP�URWDWLRQ�LV�D�KLJK�OHYHO�SDWWHUQ�WKDW�WDUJHWV�WKH�HQWLUH�VKRXOGHU�FRPSOH[�ZKLOH�HIIHFWLYHO\�
WUDLQLQJ�WKH�URWDWRU�FXII�LQ�D�FORVHG�FKDLQ�SDWWHUQ��,Q�RWKHU�ZRUGV��WKH�WUXQN�LV�URWDWHG�DURXQG�D�¿[HG�
XSSHU� H[WUHPLW\�� WUDLQLQJ� FORVHG�FKDLQ� LQWHUQDO� URWDWLRQ�� DV� RSSRVHG� WR� WKH� WUDGLWLRQDO� URWDWRU� FXII�
SDWWHUQV�LQ�ZKLFK�WKH�DUP�LV�URWDWHG�DURXQG�D�¿[HG�WUXQN��7KLV�FRQQHFWLRQ�FDQ�LPSURYH�FRRUGLQDWLRQ�
EHWZHHQ� WKH�ZULVW�KDQG�� URWDWRU� FXII�� DQG� VFDSXORWKRUDFLF� FRPSOH[HV��PDNLQJ� WKLV� SDWWHUQ� LGHDO� IRU�
UHWXUQLQJ�WR�KLJK�OHYHO�DFWLYLW\��%HFDXVH�RI�WKH�VLQJOH�DUP�VXSSRUW�DQG�WKH�PRYHPHQW�RI�WKH�IUHH�DUP��
WKLV�SDWWHUQ�FDQ�DOVR�EH�EHQH¿FLDO�DIWHU�SHUIRUPLQJ�SXOO�XSV��WR�µIUHH�XS¶�WKH�WKRUD[��7KLV�SDWWHUQ�FDQ�EH�
SHUIRUPHG�JUDVSLQJ�WKH�EDU�RI�D�6PLWK�PDFKLQH��D�75;��RU�VLPLODU�VWUDS�FDEOH�DSSDUDWXV�����

/I]�8S�4IVJSVQERGI
86<�7MRKPI�%VQ�6SXEXMSR�4EXXIVRW

8LI� GPMIRX� KVEWTW� SRI� LERHPI� SJ� XLI�86<�� QEOMRK� WYVI� XLI]� QEMRXEMR� E� WXVSRK� KVMT� ERH� E� WXVEMKLX��
IPFS[�ERH�[VMWX��

8LI]�EGXMZEXI�XLI�HIIT�RIGO�¾I\SVW��WIVVEXYW�ERXIVMSV��ERH�HIIT�EFHSQMREP�[EPP��

1EMRXEMRMRK�E�PSRK�WTMRI��XLI�GPMIRX�VSXEXIW��VIEGLMRK�XLIMV�EVQ�FEGO�[LMPI�STIRMRK�XLI�GLIWX��

8LI]�VIEGL�FEGO�XS[EVHW�XLI�GIMPMRK�XS�VIXYVR�XS�XLI�WXEVXMRK�TSWMXMSR�

8LI� WTMRI� QYWX� VIQEMR� PSRK� ERH� XLI� WGETYPE� QYWX� VIQEMR� WXEFMPM^IH� EKEMRWX� XLI� XLSVE\� XLVSYKLSYX��
XLI�TEXXIVR��

4PIEWI�RSXI��8LI�VSXEXMSR�SJ�XLI�XVYRO�MW�TIVJSVQIH�F]�XLI�KPIRSLYQIVEP�MRXIVREP�VSXEXSVW�ERH�WGETYPSXLSVEGMG�
WXEFMPM^IVW�¯�QEMRP]�XLI�WIVVEXYW�ERXIVMSV��TIGXSVEPMW�QENSV��TIGXSVEPMW�QMRSV��WYFWGETYPEVMW�� PEXMWWMQYW�HSVWM��
XIVIW�QENSV��ERH�GSVEGSFVEGLMEPMW�

'0-)28� 7)27%8-32�� =SYV� GPMIRX� WLSYPH� EW� MJ� XLI]� QEMRXEMR� E� PSRK� WTMRI� ERH� WIVVEXYW� ERXIVMSV�
EGXMZEXMSR�ERH�XLEX�XLI�[SVO�MW�FIMRK�HSRI�F]�XLI�WXEXMSREV]�EVQ�
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:)68-'%0�4900-2+�4%88)627
'HVFULSWLRQ��$Q\�SDWWHUQ�ZKHUH�WKH�DUPV�SXOO�WKH�UHVLVWDQFH�DORQJ�D�YHUWLFDO�SODQH��SXOO�RI�JUDYLW\��RU�
WKH�ERG\�LV�SXOOHG�WRZDUG�WKH�¿[HG�KDQGV�DORQJ�D�YHUWLFDO�SODQH��SXOO�RI�JUDYLW\��

([DPSOH��3XOO�XSV�DQG�FDEOH�RU�EDQG�SXOO�GRZQV�

4900�94
7KH�SXOO�XS�LV�RQH�RI�WKH�IXQGDPHQWDO�SDWWHUQV�DQG�D�JUHDW�PRYHPHQW�IRU�WUDLQLQJ�ERWK�WKH�WUXQN�DQG�WKH�
VKRXOGHU�FRPSOH[��,Q�DGGLWLRQ�WR�WKH�ODWLVVLPXV�GRUVL��SXOO�XSV�WDUJHW�WKH�SRVWHULRU�GHOWRLG�DQG�WULFHSV�DV�
ZHOO�DV�DOO�WKH�HOERZ�ÀH[RUV�DQG�JULS�VWUHQJWK��PDNLQJ�LW�D�FRPSOHWH�IXQFWLRQDO�XSSHU�H[WUHPLW\�H[HUFLVH��
7KH�FKDOOHQJH�ZLWK�SXOO�XSV�LV�WKDW�PDQ\�FOLHQWV�ODFN�WKH�VSLQH�DQG�VFDSXODU�VWDELOLW\�WR�SHUIRUP�WKHP�
SURSHUO\��)RU�WKHVH�LQGLYLGXDOV��WKH�UHFOLQHG�SXOO�XS��GLVFXVVHG�HDUOLHU��LV�D�JUHDW�DOWHUQDWLYH��DOWKRXJK�
WKH\�DUH�WHFKQLFDOO\�QRW�D�YHUWLFDO�SXOO�SDWWHUQ�

/I]�8S�4IVJSVQERGI
4YPP�9T

8LI�GPMIRX�KVEWTW�XLI�LERHPIW�ERH�WIXW�XLIMV�WGETYPEI�¯�XLI�WGETYPEI�EVI�WEMH�XS�FI�³WIX �́[LIR�XLI]�EVI�
TYPPIH�HS[R�ERH�EVSYRH�XLI�XLSVE\��WII�MQEKI�SZIVPIEJ
�

8LI]�TYPP�XLIQWIPZIW�YT�XS[EVHW�XLI�FEV�ERH�VIPIEWI�FEGO�XS�XLI�WXEVXMRK�TSWMXMSR�[MXLSYX�PSWMRK�78�
GSRXVSP�SV�+,�E\MW�SJ�VSXEXMSR��

8LI�JSPPS[MRK�KYMHIPMRIW�QYWX�FI�EHLIVIH�XS�XLVSYKLSYX�XLI�TEXXIVR��

��8LI�WTMRI�VIQEMRW�RIYXVEP�ERH�XLI�GSVI�VIQEMRW�EGXMZEXIH��

��8LI�WGETYPEI�VIQEMR�EGXMZEXIH��XLI]�EHHYGX�WPMKLXP]�EW�XLI�GPMIRX�TYPPW�YT�ERH�EFHYGX�WPMKLXP]�EW�XLI]���
���PS[IV�XLIQWIPZIW��EP[E]W�VIQEMRMRK�MR�E�TSWXIVMSV�XMPXIH�TSWMXMSR��

��8LI�GPMIRX�TYPPW�XLIQWIPZIW�YT�SRP]�XS�XLI�TSMRX�[LIVI�XLI]�QEMRXEMR�STXMQEP�+,�VSXEXMSR�SV�XLIMV��
���YTTIV�EVQW�EVI�MR�PMRI�[MXL�XLIMV�XSVWS�

��8LI]�QEMRXEMR�E�PSRK�WTMRI��FIMRK�GEVIJYP�RSX�XS�L]TIVI\XIRH�XLVSYKL�XLI�XLSVEGSPYQFEV�NYRGXMSR��

'0-)28�7)27%8-32��=SYV�GPMIRX�WLSYPH�EW�MJ�XLI]�QEMRXEMR�EGXMZEXMSR�ERH�E�PSRK�WTMRI�EW�XLI]�
TYPP�XLIMV�FSH]�XS[EVHW�XLI�FEV��8LI]�ZMWYEPM^I�TYPPMRK�XLIMV�WGETYPE�[MHI�ERH�[VETTMRK�XLIQ�EVSYRH�XLI�
XLSVE\�VEXLIV�XLER�HS[R�ERH�FEGO�
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3RRU�VFDSXODU�VHWXS��OHIW���
SURSHU�VFDSXODU�SRVLWLRQ�

�ULJKW��

8QGHUKDQG�JULS�SXOO�XS���
SRRU�KHDG�DQG�WUXQN��

SRVLWLRQ��OHIW����
SURSHU�KHDG�DQG�WUXQN�

SRVLWLRQ��ULJKW����

8QGHUKDQG�SXOO�XS�
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'%&0)�4900�(3;2
9HUWLFDO�SXOOV��PRUH�FRPPRQO\�UHIHUUHG�WR�DV�FDEOH�SXOO�GRZQV��FKDOOHQJH�WKH�VFDSXODU�VWDELOL]HUV�LQ�DQ�
RYHUKHDG�PDQQHU�DQG�FDQ�EH�DQ�HIIHFWLYH�DOWHUQDWLYH�IRU�WKRVH�FOLHQWV�ZLWK�GHFUHDVHG�UDQJH�RI�PRWLRQ�
RU�VWDELOLW\�RI�WKH�VKRXOGHU�FRPSOH[��7KH�DQJOH�FDQ�EH�FKDQJHG�WR�DFFRPPRGDWH�GLIIHUHQW�SODQHV�RI�
PRWLRQV�DQG�FOLHQWV�RI�YDULDEOH�GHJUHHV�RI�PRWLRQ�DQG�FRQWURO��7KLV�SDWWHUQ�LV�UHODWLYHO\�HDV\�WR�OHDUQ�
DQG�GHYHORS�FRQWURO��DV�WKH�VWDUWLQJ�SRVLWLRQ�SODFHV�WKH�VFDSXOD�LQWR�XSZDUG�URWDWLRQ�,W�LV�DOVR�D�JUHDW�
SDWWHUQ�IRU�FRQQHFWLQJ�WKH�ODWLVVLPXV�GRUVL�DQG�VFDSXODU�VWDELOL]HUV�WR�WKH�73&����

/I]�8S�4IVJSVQERGI
'EFPI�4YPP�(S[R

8LI�GPMIRX�EGXMZEXIW�XLIMV�WIVVEXYW�ERXIVMSV�ERH�XVYRO�WXEFMPM^IVW��8LI]�QEMRXEMR�XLMW�EGXMZEXMSR�ERH�E�PSRK�
WTMRI�XLVSYKLSYX�XLI�TEXXIVR��

8LI]�TYPP�XLI�GEFPI�HS[R��FVMRKMRK�XLI�IPFS[�XS[EVHW�XLI�¾SSV�[LMPI�QEMRXEMRMRK�E�WXEFPI�WGETYPE�̄ �XLI]�
ZMWYEPM^I�TYPPMRK�XLIMV�WGETYPE�[MHI�ERH�EVSYRH�XLI�XLSVE\�VEXLIV�XLER�HS[R�ERH�FEGO��

8LI�GPMIRX�WLSYPH�RSX�TYPP�XLI�WGETYPE�HS[R�ERH�FEGO�SV�TYPP�XLI�IPFS[�FEGO�FILMRH�XLIQ��EW�XLIWI�
QSZIQIRXW�IRGSYVEKI�HS[R[EVH�VSXEXMSR�SJ�XLI�WGETYPE�ERH�ERXIVMSV�LYQIVEP�KPMHI��

8LI]� WLSYPH�QEMRXEMR� E� PSRK� WTMRI� ERH� FI� GEVIJYP� RSX� XS� L]TIVI\XIRH� XLVSYKL� XLI� XLSVEGSPYQFEV�
NYRGXMSR��

8LIWI�TEXXIVRW�GER�FI�TIVJSVQIH�FSXL�WIEXIH�ERH�WXERHMRK�

'0-)28�7)27%8-32��=SYV�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�QEMRXEMR�EGXMZEXMSR�ERH�E�PSRK�WTMRI�EW�
XLI]�TYPP�XLIMV�FSH]�XS[EVHW�XLIMV�LERHW��8LI]�ZMWYEPM^I�TYPPMRK�XLIMV�WLSYPHIVW�[MHI��ERH�XLIMV�IPFS[W�
WLSYPH�FI� MR� JVSRX� VIPEXMZI� XS� XLI� WLSYPHIV� NSMRX�ERH�TSMRX� XS[EVHW� XLI�¾SSV�EX� XLI�FSXXSQ�SJ� XLI�
GSRGIRXVMG�TLEWI�SJ�XLI�QSZIQIRX�
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&DEOH�SXOO�GRZQ��LGHDO�VFDSXODU�DQG�WUXQN�SDWWHUQLQJ�GXULQJ�WKH�DOWHUQDWLQJ�FDEOH�SXOO�GRZQ�SDWWHUQ�±�
QHXWUDO�VSLQH�SRVWXUH��DERYH��DQG�ZLWK�WUXQN�URWDWLRQ��EHORZ���7KH�DOWHUQDWLQJ�YDULDWLRQV�DQG�WKRVH�ZLWK�
URWDWLRQ�DUH�SUHIHUUHG�RYHU�WKH�ELODWHUDO�SDWWHUQV��DV�WKH\�HQFRXUDJH�WKRUDFLF�PRWLRQ�GXULQJ�WKH�SDWWHUQV��
7KH�FOLHQW�PDLQWDLQV�D�ORQJ�VSLQH�GXULQJ�DOO�YHUVLRQV�
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3RRU�VFDSXODU�DQG�VSLQH�SDWWHUQLQJ�� WKH�FOLHQW� ORVHV�VFDSXODU�FRQWURO�DQG�RYHU�DEGXFWV� WKH�VFDSXODH�
GXULQJ�WKH�HFFHQWULF�SKDVH�RI�WKH�SXOO�GRZQ��LPDJH�DERYH�OHIW���DQG�K\SHUH[WHQGV�WKH�WKRUDFROXPEDU�
MXQFWLRQ�DQG�RYHU�DGGXFWV�WKH�VFDSXODH�GXULQJ�WKH�FRQFHQWULF�SKDVH��LPDJH�DERYH�ULJKW��

/I]�8S�7YGGIWW
6EXMSW�SJ�4YWLMRK�)\IVGMWIW��
XS�4YPPMRK�)\IVGMWIW

8LIVI�MW�QYGL�HIFEXI�[MXLMR�XLI�½XRIWW�MRHYWXV]�VIKEVHMRK�XLI�GSVVIGX�VEXMS�SJ�TYWLMRK�I\IVGMWIW�XS�
TYPPMRK�I\IVGMWIW��8LI�HIFEXI�WLSYPH�RSX�FI�EFSYX�XLMW�VEXMS�¯�MX�WLSYPH�FI�EPP�EFSYX�WGETYPEV�GSRXVSP��
1SWX�KIRIVEP�TSTYPEXMSR�GPMIRXW�[LS�TVIWIRX�[MXL�78�H]WJYRGXMSR�EVIR´X�RIGIWWEVMP]�³WXVSRK �́MR�TYWLMRK�
QSXMSRW�ERH�³[IEO �́MR�TYPPMRK�QSXMSRW�¯�XLI]�I\LMFMX�TSSV�QSXSV�GSRXVSP�MR�FSXL�TYWLMRK�ERH�TYPPMRK�
QSXMSRW��4YWLMRK�TEXXIVRW�EW�[IPP�EW�TYPPMRK�TEXXIVRW�EVI�VIUYMVIH�XS�STXMQEPP]�VIXVEMR�78�GSRXVSP��3ZIV�
VIPMERGI�SR�TYPPMRK�TEXXIVRW�EX�XLI�I\TIRWI�SJ�TYWLMRK�TEXXIVRW�HSIW�RSX�IRWYVI�STXMQEP�78�GSRXVSP�
ERH�MR�QER]�GPMIRXW��IRGSYVEKIW�HMWVYTXMSR�SJ�RSVQEP�QIGLERMGW��-J�XLI�WGETYPE�MW�WXEFPI�ERH�XLI�GPMIRX�
IRKEKIW�MR�E�[IPP�VSYRHIH�GSRHMXMSRMRK�TVSKVEQ��XLIVI�MW�RS�HIFEXI�

/)=��*SGYW�SR�MQTVSZMRK�WGETYPEV�GSRXVSP��VEXLIV�XLER�[SVV]MRK�EFSYX�XLI�RYQFIV�SJ�WIXW�SJ�TYWLMRK�
I\IVGMWIW�XS�TYPPMRK�I\IVGMWIW��-J�XLIVI�MW�WXMPP�HSYFX��IVV�SR�XLI�WMHI�SJ�HSMRK�QSVI�WGETYPEV�WXEFMPM^EXMSR�
I\IVGMWIW��MR�XLI�GSVVIGXMZI�I\IVGMWI�WIGXMSR�JSYRH�MR�GLETXIV��
��EW�XLIWI�[MPP�MQTVSZI�WGETYPEV�QIGLERMGW�
ERH�MQTVSZI�JYRGXMSR�FIXXIV�XLER�ER]�SJ�XLI�LMKLIV�PIZIP�JYRHEQIRXEP�TEXXIVRW��
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FKDSWHU �
/I]�4EXXIVRW�ERH�1SZIQIRX�4VSKVIWWMSRW�
JSV�XLI�,MT�'SQTPI\�ERH�0S[IV�)\XVIQMX]
',%48)6�3&.)'8-:)7
8S�MHIRXMJ]�XLI�OI]�TEXXIVRW�SJ�XLI�LMT�GSQTPI\�ERH�PS[IV�I\XVIQMX]
8S�HIZIPST�XLI�WTIGM½G�WXVEXIKMIW�JSV�TVSKVIWWMRK�XLI�JYRHEQIRXEP�
QSZIQIRX�TEXXIVRW�SJ�XLI�LMT�GSQTPI\�ERH�PS[IV�I\XVIQMX]

3URJUHVVLQJ�ORZHU�H[WUHPLW\�SDWWHUQV�LV�QHFHVVDU\�IRU�LQGLYLGXDOV�DLPLQJ�WR�UHWXUQ�WR�ZRUN�RU�UHWXUQ�
WR�VSRUW��7KLV�FKDSWHU�ZLOO�ORRN�DW�WKH�IXQGDPHQWDO�PRYHPHQW�SDWWHUQV�RI�WKH�KLS�DQG�ORZHU�H[WUHPLW\��
LQFOXGLQJ�VTXDWWLQJ��OXQJLQJ��VWHSSLQJ��GHDGOLIWLQJ��EULGJLQJ��DQG�UHDFKLQJ��

,-4�(31-2%28�:)6797�/2))�(31-2%28�4%88)627
/RZHU�H[WUHPLW\�SDWWHUQV� DUH�JHQHUDOO\� FDWHJRUL]HG�DV�KLS�GRPLQDQW�RU�NQHH�GRPLQDQW�EDVHG�XSRQ�
ZKHUH�WKH�PDMRULW\�RI�PRWLRQ�RFFXUV�DQG�ZKLFK�PXVFOH�V\VWHP�LV�SUHGRPLQDWHO\�XWLOL]HG��+LS�GRPLQDQW�
SDWWHUQV�DUH�JHQHUDOO\�SDWWHUQV�ZKHUH�WKH�SHOYLV�LV�URWDWLQJ�DURXQG�WKH�IHPRUDO�KHDGV��DQG�WKH�NQHHV�
DUH�JHQHUDOO\�QRW�GLUHFWO\�LQYROYHG�LQ�WKH�SDWWHUQ��7KH�JOXWHXV�PD[LPXV�DQG�KDPVWULQJ�FRPSOH[�±�RU�
WKH� SRVWHULRU� FKDLQ�PXVFOHV� ±� HFFHQWULFDOO\� SXOOV� RQ� WKH� SHOYLV� DV� WKH� SHOYLV� DQWHULRUO\� URWDWHV� DQG�
FRQFHQWULFDOO\� SXOOV� WR� SRVWHULRUO\� URWDWH� WKH� SHOYLV�� VR� WKHVH� SDWWHUQV� DUH� VRPHWLPHV� UHIHUUHG� WR� DV�
SXOOLQJ�SDWWHUQV��.QHH�GRPLQDQW�SDWWHUQV�DUH�JHQHUDOO\�WKRVH�ZKHUH�WKH�NQHHV�DUH�GLUHFWO\�LQYROYHG�LQ�
WKH�PRYHPHQW�RI�WKH�ORDG�DQG�WKHUH�LV�PXFK�PRUH�TXDGULFHSV�DFWLYLW\��7KHVH�SDWWHUQV�DUH�VRPHWLPHV�
UHIHUUHG�WR�DV�SXVKLQJ�SDWWHUQV�DQG�LQFOXGH�VTXDWV��OXQJHV��DQG�VWHS�XSV�VWHS�GRZQV��

,MT�(SQMRERX /RII�(SQMRERX�

&VMHKIW 7UYEXW

6IEGLIW 0YRKIW

(IEHPMJXW 7XIT�YTW���WXIT�HS[RW

$�ZHOO�GHVLJQHG� FRQGLWLRQLQJ� SURJUDP� VKRXOG� VWUHVV� DQ� HTXDO� DPRXQW� RI� KLS�GRPLQDQW� DQG� NQHH�
GRPLQDQW�SDWWHUQV��:KLOH�D�GHOLQHDWLRQ� LV�PDGH�EHWZHHQ� WKHVH� WZR�SDWWHUQV��HYHU\� ORZHU�H[WUHPLW\�
SDWWHUQ� VKRXOG� VWUHVV� KLS� LQYROYHPHQW�� 7KH� ODFN� RI� LGHDO� KLS� DQG� DQNOH� GLVVRFLDWLRQ� LV� D� FRPPRQ�
FDXVH� RI� NQHH� SDLQ� LQ� FOLHQWV� GXULQJ� VTXDWWLQJ� GRZQ� WRZDUGV� WKH� ÀRRU� RU�ZKLOH� GHVFHQGLQJ� VWDLUV���
)RU�WKHVH�FOLHQWV��LPSURYLQJ�GLVVRFLDWLRQ�RI�WKH�KLS�DQG�VKRXOGHU�VKRXOG�EH�D�SULRULW\�DQG�WKHQ�IROORZHG�
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LPPHGLDWHO\�ZLWK�D�VWDELOL]DWLRQ�VWUDWHJ\��+LS�GRPLQDQW�SDWWHUQV�DUH�JHQHUDOO\�WKH�EHVW�SDWWHUQV�WR�VWDUW�
ZLWK�IRU�FOLHQWV�ZLWK�NQHH�SUREOHPV�RU�ZKHUH�WKHUH�LV�SDLQ�ZLWK�ORDGLQJ�WKH�NQHH��DV�WKHVH�SDWWHUQV�GRQ¶W�
LQYROYH�GLUHFW�ORDGLQJ�XSRQ�WKH�NQHH��$IWHU�WHDFKLQJ�FRQWURO�RI�QHXWUDO�VSLQH�DQG�SHOYLV��FOLHQWV�ZLWK�
EDFN�SDLQ�JHQHUDOO\�VKRXOG�EH�WDXJKW�NQHH�GRPLQDQW�SDWWHUQV�¿UVW��DV�FRQWURO�RI�QHXWUDO�VSLQH�SRVWXUH�
GXULQJ�VTXDWWLQJ�DQG� OXQJLQJ� LV� WKH�EHVW�VWUDWHJ\�IRU�VSDULQJ� WKH�VSLQH� WKURXJK�H[HUFLVH��7KLV� ODWWHU�
VWUDWHJ\�FDQ�WKHQ�EH�DGDSWHG�WR�WKH�DFWLYLWLHV�RI�GDLO\�OLIH�RI�WKH�FOLHQW�ZLWK�ORZ�EDFN�SDLQ��

,-4�(31-2%28�4%88)627
&6-(+)7
%ULGJHV�DUH�D�SRSXODU�H[HUFLVH�ZLWK�LQGLYLGXDOV�ORRNLQJ�WR�WRQH�WKH�JOXWHV�DQG�DUH�URXWLQHO\�SHUIRUPHG�
LQ� UHKDELOLWDWLRQ� VHWWLQJV� IRU� WKRVH� H[SHULHQFLQJ� ORZ� EDFN� DQG� KLS� SDLQ�� %ULGJHV� DUH� FRPPRQO\�
SHUIRUPHG� WR� LPSURYH�KLS�H[WHQVLRQ�� VSHFL¿FDOO\� WKH� IXQFWLRQ�RI� WKH�JOXWHXV�PD[LPXV��&RPPRQO\��
FOLHQWV�DQG�SDWLHQWV��XQGHU�WKH�JXLGDQFH�RI�D�SK\VLFDO�WKHUDSLVW�RU�SHUVRQDO�WUDLQHU��SHUIRUP�EULGJHV�ZLWK�
WKH�LQVWUXFWLRQV�WR�µVTXHH]H�WKH�JOXWHV¶�RU�µSXVK�XS�WKURXJK�WKH�KLSV�¶�3HUIRUPLQJ�WKHP�LQ�WKLV�IDVKLRQ�
GRHV�LQFUHDVH�JOXWHDO�DFWLYLW\�EXW�DOVR�SUHIHUHQWLDOO\�LQFUHDVHV�WKH�DFWLYDWLRQ�RI�WKH�VXSHU¿FLDO�¿EHUV�
RI�WKH�JOXWHDOV��ZKLOH�GRLQJ�OLWWOH�WR�LPSURYH�IXQFWLRQDO�FRQWURO�RI�WKH�IHPRURDFHWDEXODU�DUWLFXODWLRQ��
7KLV�VHFWLRQ�ZLOO�ORRN�DW�WKH�EULGJH�SDWWHUQ��GLIIHUHQWLDWH�EHWZHHQ�WKH�WZR�GLIIHUHQW�W\SHV��DQG�SURYLGH�
D�VWUDWHJ\�IRU�LPSURYLQJ�KLS�IXQFWLRQ�XVLQJ�WKH�SDWWHUQ���

0):)0�-��&6-(+)�%2(�&6-(+)�;-8,�638%8-32
7KH� OHYHO� ,� EULGJH� SDWWHUQ� LV� XWLOL]HG� WR� LPSURYH� WKH� IXQFWLRQ� RI� WKH� FRUH� PXVFXODWXUH�� SULPDULO\�
WKH� DEGRPLQDOV� DQG� KDPVWULQJV��ZKLOH� VXEVHTXHQWO\� GHFUHDVLQJ� WKH� WRQH� DQG� LQFUHDVLQJ� WKH� OHQJWK�
RI� WKH�HUHFWRU� VSLQDH��7KLV� LV�DQ�H[FHOOHQW�H[HUFLVH� IRU� WKRVH� UHTXLULQJ�GHFRPSUHVVLRQ�UHOD[DWLRQ�RI�
WKH�VSLQH� �GXH� WR� LQFUHDVHG� WRQLFLW\� WKURXJK� WKH�HUHFWRUV��DQG�IRU� LQGLYLGXDOV�ZLWK�KLS�SDLQ� �GXH� WR�
RYHUFRPSUHVVLRQ�E\�WKH�VXSHU¿FLDO�JOXWHXV�PD[LPXV�DQG�GHHS�KLS�URWDWRUV���DV�ZHOO�DV�D�FRRUGLQDWLRQ�
PRYHPHQW�IRU�WKH�FRUH��

/I]�8S�4IVJSVQERGI
&VMHKI

8LI�GPMIRX�PMIW�WYTMRI�[MXL�XLI�ORIIW�FIRX�ERH�XLI�JIIX�¾EX�SR�XLI�¾SSV�

8LI�PIKW�EVI�EFSYX�LMT�[MHXL�ETEVX�ERH�XLI�LMTW��ORIIW��EROPIW��ERH�JIIX�EVI�MR�E�WXVEMKLX�PMRI��

8LI�GPMIRX� MW� KMZIR� XLI�GYI� XS�FIKMR�F]�EGXMZEXMRK� XLIMV� GSVI�ERH� VIPE\� XLVSYKL� XLIMV�LMTW�� WTVIEHMRK�
XLVSYKL�XLI�WMX�FSRIW��MWGLMEP�XYFIVSWMXMIW
�¯�XLI�LMTW�ERH�KPYXIEPW�WLSYPH�VIQEMR�VIPEXMZIP]�PSSWI�ERH�
VIPE\IH�XLVSYKLSYX�XLI�QSZIQIRX��

2I\X��XLI]�TIVJSVQ�WQEPP�VERKI�ERXIVMSV�ERH�TSWXIVMSV�TIPZMG�XMPXW�[LMPI�IRWYVMRK�VIPE\EXMSR�SJ�XLI�LMT�
VSXEXSVW��KPYXIEPW��ERH�IVIGXSV�WTMREI��
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%W�XLI�TIVJSVQERGI�MQTVSZIW��XLI�MRHMZMHYEP�FIKMRW�XS�VSPP�XLI�WTMRI�SJJ�XLI�¾SSV�SRI�WIKQIRX�EX�E�XMQI�
�WTMREP�¾I\MSR
��WMQMPEV�XS�TIIPMRK�E�TMIGI�SJ�XETI�SJ�XLI�¾SSV���

8LI]�PS[IV�XLI�WTMRI�FEGO�SRXS�XLI�¾SSV��VIZIVWMRK�XLI�TEXXIVR��PS[IVMRK�SRI�WIKQIRX�EX�E�XMQI�YRXMP�
XLI�WTMRI�ERH�TIPZMW�EVI�MR�E�RIYXVEP�VIWXMRK�TSWMXMSR�¯�4MPEXIW�ERH�]SKE�MRWXVYGXSVW�GSQQSRP]�VIJIV�XS�
XLMW�EW�³MQTVMRXMRK �́XLI�WTMRI�MRXS�XLI�¾SSV���

8LI�GPMIRX�FVIEXLIW�SYX�EW�XLI�WTMRI�MW�VSXEXIH�SJJ�XLI�¾SSV�ERH�FVIEXLIW�MR�EW�XLI�WTMRI�MW�VSXEXIH�FEGO�
SRXS�XLI�¾SSV�

8LI� MRHMZMHYEP� VMWIW� SJJ� XLI� ¾SSV� SRP]� XS� XLI� TSMRX� [LIVI� XLI]� GER� OIIT� WIKQIRXEPP]� ¾I\MRK� SV��
³VSPPMRK �́XLVSYKL�XLI�WTMRI�[LMPI�QEMRXEMRMRK�GSVI�EGXMZEXMSR�ERH�[MXLSYX�SZIVEGXMZEXMSR�SJ�XLI�KPYXIEPW�
ERH�LMT�VSXEXSVW�

8LI�LMTW��ORIIW��EROPIW��ERH�JIIX�WLSYPH�VIQEMR�MR�E�WXVEMKLX�PMRI�XLVSYKLSYX�XLI�TEXXIVR�

'0-)28�7)27%8-32��8LI�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�EVI�VIPE\MRK�XLVSYKL�XLI�LMTW�ERH�WTMRI�EW�
XLI]�QSZI�XLVSYKL�XLI�TEXXIVR�ERH�WLSYPH�JIIP�XLEX�MX�MW�IEWMIV�JSV�XLIQ�XS�QSZI�WIKQIRXEPP]�XLVSYKL�
XLI�LMTW�ERH�WTMRI��

0):)0�-��&6-(+)�;-8,�638%8-32
7KH�EULGJH�ZLWK�URWDWLRQ�LV�DQ�H[FHOOHQW�ZD\�WR�LPSURYH�URWDWLRQDO�ÀH[LELOLW\�LQ�WKH�KLSV�E\�GLVVRFLDWLQJ�
WKH�SHOYLV�IURP�WKH�IHPXUV��:KHUHDV�WKH�VWDQGLQJ�VSLQDO�URWDWLRQ�SDWWHUQ�FUHDWHV�URWDWLRQ�LQ�D�WRS�GRZQ�
IDVKLRQ��WKH�VXSLQH�YHUVLRQ�URWDWHV�WKH�OXPERSHOYLF�KLS�FRPSOH[�IURP�WKH�ERWWRP�XS��%RWK�YHUVLRQV�
DUH�H[FHOOHQW�PRYHPHQWV�IRU�DQ\�LQGLYLGXDO�ZKR�GHPRQVWUDWHV�UHVWULFWLRQ�RI�KLS�DQG�VSLQH�URWDWLRQ��
EXW� HVSHFLDOO\� IRU� DWKOHWHV� VXFK� DV� JROIHUV� DQG� SLWFKHUV�ZKR� QHHG� VLJQL¿FDQW� GLVVRFLDWLRQ� EHWZHHQ��
WKH�SHOYLV�DQG�IHPRUDO�KHDG��

/I]�8S�4IVJSVQERGI
&VMHKI�;MXL�6SXEXMSR

8LI�GPMIRX�FVIEXLIW�MR�ERH�EW�XLI]�FVIEXLI�SYX��VSXEXIW�XLIMV�TIPZMW�XS[EVHW�SRI�LMT�¯�XLI]�FVIEXLI�MR�
EW�XLI]�VSXEXI�XLI�TIPZMW�FEGO�XS�RIYXVEP��

8LMW�MW�VITIEXIH�MR�XLI�STTSWMXI�HMVIGXMSR�

8LI�GPMIRX´W�JIIX�WLSYPH�VIQEMR�¾EX�SR�XLI�¾SSV�ERH�XLIMV�ORIIW�ERH�XLMKLW�WLSYPH�VIQEMR�TEVEPPIP�ERH�
WXEXMSREV]�XLVSYKLSYX�XLI�QSZIQIRX�¯�IRWYVI�XLEX�XLI�VSXEXMSR�MW�EGGSQTPMWLIH�XLVSYKL�XLI�LMTW�ERH�
RSX�F]�QSZMRK�XLI�PS[IV�I\XVIQMX]�

'0-)28� 7)27%8-32�� 8LI� GPMIRX� WLSYPH� JIIP� EW� MJ� XLI]� EVI� VIPE\MRK� XLVSYKL� XLIMV� LMTW� ERH�
VSXEXMRK�EVSYRH�XLIMV�PS[IV�I\XVIQMXMIW��
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%ULGJH� ZLWK� URWDWLRQ��
EHJLQQLQJ��OHIW�LPDJH��DQG�
�ULJKW�LPDJH��

&OLHQWV�ZKR�H[KLELW�SRRU�IHPRURDFHWDEXODU�GLVVRFLDWLRQ�DQG�RU�
SRRU�73&�VWDELOLW\�ZLOO�RIWHQ�VXEVWLWXWH�E\�VZD\LQJ�WKHLU�SHOYLV�
ODWHUDOO\��UDWKHU�WKDQ�SHUIRUPLQJ�SXUH�KLS�GLVVRFLDWLRQ�
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0):)0�--��,-4�)<8)27-32�&6-(+)
7KH�OHYHO�,�YHUVLRQ�RI�WKH�EULGJH�VWUHVVHG�ERWK�KLS�DQG�VSLQDO�PRELOLW\�XWLOL]LQJ�WKH�SDWWHUQ�WR�KHOS�
D�FOLHQW�GLPLQLVK�RYHUDOO�JULSSLQJ�W\SH�VWDELOL]DWLRQ�VWUDWHJLHV��7KH�OHYHO�,,�YHUVLRQ�LV�GHVLJQHG�WR�
LPSURYH�KLS�H[WHQVLRQ��VSHFL¿FDOO\�WKH�IXQFWLRQ�RI�WKH�SRVWHULRU�KLS�FRPSOH[��,Q�IDFW��WKH�OHYHO�,,�
EULGJH�SDWWHUQ�LV�RQH�RI�WKH�JUHDWHVW�ZD\V�WR�LPSURYH�KLS�H[WHQVLRQ�DQG�VWDELOL]DWLRQ�IXQFWLRQ�RI�WKH�
JOXWHDO��PD[LPXV�DQG�PHGLXV���

/I]�8S�4IVJSVQERGI
,MT�)\XIRWMSR�&VMHKI

8LI�GPMIRX�PMIW�SR�XLI�¾SSV�[MXL�XLIMV�PIKW�EFSYX�LMT�[MHXL�ETEVX�ERH�XLIMV�EVQW�VIWXMRK�SR�XLI�¾SSV��

8LI]�QEMRXEMR�E�RIYXVEP�WTMRI��EGXMZEXI�XLIMV�GSVI��ERH�PMJX�YT�F]�EGXMZEXMRK�XLI�LMTW��RSX�F]�WUYII^MRK�
XLVSYKL�XLI�LMTW��XS�FSXL�VEMWI�ERH�PS[IV�XLI�TIPZMW�

8LI�GPMIRX�TEYWIW�EX�XLI�XST�ERH�WMXW�FEGO�MR�XLI�LMTW�EW�XLI]�VIXYVR�XS�XLI�¾SSV��

8LI�LMTW��ORIIW��ERH�JIIX�WLSYPH�VIQEMR�RIYXVEP�XLVSYKLSYX�XLI�TEXXIVR�¯�XLIVI�WLSYPH�FI�RS�I\XIVREP�
VSXEXMSR�SV�EHHYGXMSR�SJ�XLI�LMTW�

8LI�QSZIQIRX� SGGYVW� EVSYRH� XLI� LMT� ¯� XLI� WTMRI� WLSYPH� VIQEMR� RIYXVEP� XLVSYKLSYX� XLI� TEXXIVR�
�HEWLIH�PMRI
�

'0-)28�7)27%8-32��8LI�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�EVI�VIPE\MRK�XLVSYKL�XLI�LMTW�HYVMRK�XLI�
IGGIRXVMG�TLEWI�ERH�PMJXMRK�XLVSYKL�XLI�LMTW�EW�XLI]�PMJX�YT�XLIMV�TIPZMW�

1RWH� WKH� WKRUDFROXPEDU� K\SHUH[WHQVLRQ� LQ�
WKLV� FOLHQW�� ZKR� LV� FXHG� WR� µVTXHH]H� \RXU�
EXWW� KDUG¶�LPDJH� OHIW��� 7KLV� GHVWDELOL]HV�
ERWK� WKH� 73&� DQG� KLS� E\� GLVFRQQHFWLQJ� WKH��
DEGRPLQDO� ZDOO� DQG� E\� GULYLQJ� WKH� IHPRUDO�
KHDG�IRUZDUG�LQ�WKH�DFHWDEXOXP��
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0):)0�---��1%6',-2+�&6-(+)
$ORQJ�ZLWK�DLGLQJ�KLS�H[WHQVLRQ�� WKH�JOXWHXV�PD[LPXV� VKRZV�VLJQL¿FDQW�DFWLYLW\�GXULQJ� WKH�KHHO�
VWULNH�SKDVH�RI�JDLW�� VXJJHVWLQJ� WKDW� WKH�JOXWHXV�PD[LPXV� IXQFWLRQV� WR�DVVLVW�XQLODWHUDO�FRQWURO�RI�
WKH�LOLXP��0DUFKLQJ�EULGJHV�DUH�DQ�H[FHOOHQW�ZD\�WR�WUDLQ�WKLV�IXQFWLRQ�RI�WKH�JOXWHXV�PD[LPXV�DQG�
PDUU\�WKH�EHQH¿WV�RI�KLS�H[WHQVLRQ��FRUH�VWDELOL]DWLRQ��DQG�XQLODWHUDO�ORDGLQJ�LQ�D�UHODWLYHO\�ORZ�OHYHO�
SRVLWLRQ��+RZHYHU��LW�LV�LPSRUWDQW�WR�QRWH�WKDW�WKLV�LV�QRW�D�ORZ�OHYHO�H[HUFLVH�DOWKRXJK�YLUWXDOO\�HYHU\�
WUDLQHU�DQG�WKHUDSLVW�KDV�WKHLU�FOLHQWV�SHUIRUPLQJ�WKHP��/LVWHG�EHORZ�DUH�VHYHUDO�NH\V�WKDW�LQFUHDVH�
WKH�HIIHFWLYHQHVV�RI�WKLV�SDWWHUQ�DQG�ZKLFK�PXVW�EH�FDUHIXOO\�PRQLWRUHG�WR�HQVXUH�PD[LPXP�EHQH¿WV�
DUH�JDLQHG�IURP�LW�

/I]�8S�4IVJSVQERGI
1EVGLMRK�&VMHKI

8LI�GPMIRX�TIVJSVQW�E�XVEHMXMSREP�PIZIP�--�FVMHKI�EW�HIWGVMFIH�EFSZI�

8LI]�PMJX�YT�SRI�PIK��FIMRK�WYVI�XS�QEMRXEMR�E�PIZIP�TIPZMW��RIYXVEP�WTMRI��ERH�PS[IV�I\XVIQMX]�EPMKRQIRX��

8LI]�TPEGI�XLI�PIK�FEGO�HS[R�SR�XLI�¾SSV�ERH�PMJX�XLI�STTSWMXI�WMHI��QEOMRK�WYVI�XS�GSRXVSP�XLI�TIPZMG�
TSWMXMSR�IWTIGMEPP]�HYVMRK�XLI�XVERWMXMSR�JVSQ�PIK�XS�PIK��

8LI�GPMIRX�GER�QSRMXSV�XLIQWIPZIW�F]�TPEGMRK�XLIMV�LERHW�SZIV�XLIMV�ERXIVMSV�WYTIVMSV�MPMEG�WTMRIW�ERH�
EWWYVMRK�XLEX�XLIMV�TIPZMW�VIQEMRW�WXEXMSREV]�XLVSYKLSYX�XLI�TEXXIVR�

'0-)28�7)27%8-32��8LI��GPMIRX�WLSYPH�JIIP�EW�MJ�XLIMV�TIPZMW�VIQEMRW�RIYXVEP�[MXL�RS�VSXEXMSR�
XLVSYKL�XLI�LMTW��TIPZMW��SV�PS[�FEGO��

���
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0):)0�-:��7-2+0)�0)+�&6-(+)
6LQJOH� OHJ� EULGJHV� DUH� RQH� RI� WKH�PRUH� FKDOOHQJLQJ� H[HUFLVHV� IRU� WKH� JOXWHXV�PD[LPXV� DQG� DUH� DQ�
H[FHOOHQW� SDWWHUQ� IRU� WHDFKLQJ� SHOYLF� VWDELOLW\� GXULQJ� VLQJOH� OHJ�PHFKDQLFV� SULRU� WR� SURJUHVVLQJ� WKH�
FOLHQW�WR�WKH�XSULJKW�SRVWXUH��7R�HQVXUH�WKDW�PD[LPXP�EHQH¿WV�DUH�DFKLHYHG�IURP�WKH�SDWWHUQ��WKH�FOLHQW�
PXVW�DGKHUH�WR�WKH�IROORZLQJ�JXLGHOLQHV��7KURXJKRXW�WKH�SDWWHUQ�WKH�FOLHQW�PXVW�EH�DEOH�WR�

�� PDLQWDLQ�WKH�KLS��NQHH��DQNOH��DQG�IRRW�LQ�D�VWUDLJKW�OLQH�
�� PDLQWDLQ�D�OHYHO�SHOYLV�DQG�D�QHXWUDO�VSLQH�SRVWXUH�
�� SLYRW�DURXQG�WKH�KLS�MRLQW�DQG�FRQWUDFW�WKH�SRVWHULRU�KLS�ZLWKRXW�GULYLQJ�WKH�IHPRUDO�KHDG�DQWHULRUO\�
LQ�WKH�DFHWDEXOXP��

&%00�&6-(+)�
7KH�EDOO�EULGJH�LV�D�VWDSOH�H[HUFLVH�IRU�GHYHORSLQJ�WULSOH�H[WHQVLRQ��WKDW�LV�H[WHQVLRQ�RI�WKH�DQNOH��NQHH��
DQG�KLS��$GGLWLRQDO�EHQH¿WV�RI� WKLV�SDWWHUQ� LQFOXGH� WUDLQLQJ� WKH�H[WHQVLRQ�IXQFWLRQ�RI� WKH�KDPVWULQJ��
VWDELOL]DWLRQ�RI�WKH�H[WHQVRU�FKDLQ��DQG�RYHUDOO�DFWLYDWLRQ�RI�WKH�FRUH��7KH�GHPDQGV�RI�WKLV�SDWWHUQ�PDNH�
LW� LQFUHDVLQJO\� LPSRUWDQW� WR�PDLQWDLQ� D� QHXWUDO� VSLQH� DQG� SHOYLF� SRVLWLRQ� LQ� RUGHU� WR� RSWLPL]H� IRUFH�
SURGXFWLRQ�DQG�WR�PLQLPL]H�WKH�URWDWLRQDO�VWUHVVHV�WR�WKH�VSLQH�DV�ZHOO�DV�WR�WKH�KLSV�DQG�VDFURLOLDF�MRLQWV��

0):)0�-¯--
7KH�SDWWHUQ�EHJLQV�ZLWK�WKH�KHHOV�RQ�WKH�EDOO��OHYHO�,�WRS�WZR�LPDJHV�EHORZ��DQG�SURJUHVVHV�WR�WKH�WRHV�
RQ�WKH�EDOO��OHYHO�,,�ERWWRP�WZR�LPDJHV�EHORZ���7KH�FOLHQW�VKRXOG�EH�DEOH�WR�H[WHQG�WKURXJK�WKH�KLSV�
ZLWKRXW�RYHUH[WHQGLQJ�WKH�OXPEDU�VSLQH�DQG�ZLWKRXW�H[FHVVLYH�VZD\LQJ�RI�WKH�EDOO��
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0):)0�---

7KH�EULGJH�ZLWK�D�OLIW�RII�FRPELQHV�WKH�EHQH¿WV�RI�VLQJOH�OHJ�WULSOH�H[WHQVLRQ�DQG�VWDELOL]DWLRQ�RI�WKH�
OXPERSHOYLF�KLS�FRPSOH[��$V�ZLWK�WKH�VLQJOH�OHJ�EULGJH��WKH�FOLHQW�PXVW�EH�DEOH�WR�PDLQWDLQ�VWDELOL]DWLRQ�
RI�WKH�SHOYLV�DQG�VSLQH�DV�RQH�OHJ�LV�OLIWHG��7KHUH�VKRXOG�EH�QR�FKDQJH�LQ�VSLQH�RU�SHOYLF�SRVLWLRQ�GXULQJ�
WKH�SDWWHUQ��%HJLQ�ZLWK�WKH�IHHW�RQ�D�VWDEOH�VXUIDFH��VXFK�DV�D�VWHS��EHIRUH�PRYLQJ�WKH�FOLHQW�WR�D�ODELOH�
VXUIDFH��VXFK�DV�D�VWDELOLW\�EDOO��

%ULGJH�ZLWK�VLQJOH�OHJ�OLIW�RII��VWDEOH�VXUIDFH�

%ULGJH�ZLWK�VLQJOH�OHJ�OLIW�RII��ODELOH�VXUIDFH�
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78%&-0-8=�&%00�0)+�'960�
6LQFH�WKH�LQYHQWLRQ�RI�H[HUFLVH�PDFKLQHV��KDPVWULQJ�WUDLQLQJ�KDV�ODUJHO\�FRQVLVWHG�RI�QRQ�IXQFWLRQDO�
YDULDWLRQV�RI�VHDWHG�RU�O\LQJ�UHVLVWHG�NQHH�ÀH[LRQ�H[HUFLVHV��:KLOH�NQHH�ÀH[LRQ�VKRXOG�RQO\�EH�WUDLQHG�
LQ�LVRODWLRQ�LQ�FDVHV�RI�WUXH�KDPVWULQJ�ZHDNQHVV��VXFK�DV�DIWHU�D�NQHH�LQMXU\�RU�VXUJHU\��WKH�VWDELOLW\�EDOO�
OHJ�FXUO�FDQ�DGG�D�QHHGHG�NQHH�ÀH[LRQ�FRPSRQHQW�WR�WKH�WUDGLWLRQDO�EULGJH�SDWWHUQ��,Q�DGGLWLRQ�WR�WKH�
DIRUHPHQWLRQHG�EHQH¿WV�RI�WKH�EULGJH�SDWWHUQ��WKH�NQHH�ÀH[LRQ�FRPSRQHQW�KHOSV�LPSURYH�WKH�HFFHQWULF�
FRQWURO�RI�WKH�KDPVWULQJV�DQG�LV�D�YDOXDEOH�SDWWHUQ�WR�LPSURYH�LQ�$&/�DQG�3&/�UHKDELOLWDWLRQ��7KLV�
SDWWHUQ�FDQ�EH�SURJUHVVHG�WR�XVLQJ�D�VOLGH�ERDUG�RU�75;�HTXLSPHQW��

,W� LV�LPSRUWDQW�WR�QRWH�WKDW�ZKLOH�WKH�EDOO�FXUO�LV�D�FRPPRQ�SDWWHUQ��LW� LV�UDUHO\�SHUIRUPHG�SURSHUO\��
7KH�PRVW�FRPPRQ�PRYHPHQW�IDXOW�LQ�WKH�OHJ�FXUO�SDWWHUQ�LV�ZKHQ�WUDLQHUV�FXH�WKHLU�FOLHQWV�WR�NHHS�
WKH�KLSV�XS�DQG�WKH�FOLHQW�VXEVWLWXWHV�OXPEDU�VSLQH�H[WHQVLRQ�IRU�KLS�H[WHQVLRQ��7KHVH�FOLHQWV�ZLOO�DOVR�
GHPRQVWUDWH�D�VSOD\HG�DQWHULRU�ULE�FDJH�SRVWXUH��GHPRQVWUDWLQJ�WKH\�KDYH�ORVW�FRQWURO�RI�WKH�73&�DQG�
DUH�VXEVWLWXWLQJ�OXPEDU�H[WHQVLRQ�IRU�KLS�H[WHQVLRQ��,Q�WKH�LPDJHV�EHORZ�LW�PD\�VHHP�DV�LI�WKH�FOLHQW�LV�
QRW�LQ�IXOO�KLS�H[WHQVLRQ��KRZHYHU��WKH\�DUH�KROGLQJ�WKH�SRVLWLRQ�WKDW�DOORZV�WKHP�WR�PDLQWDLQ�D�QHXWUDO�
VSLQH��D�FDXGDO�DQWHULRU�ULE�SRVLWLRQ��DQG�VWDELOL]DWLRQ�RI�WKH�73&�WKURXJKRXW�WKH�SDWWHUQ���

0):)0�-
7KH�FOLHQW�SHUIRUPV�D�EULGJH�SDWWHUQ�DQG�FXUOV�WKH�EDOO�WRZDUGV�WKH�KLSV��WKHUH�VKRXOG�EH�QR�FKDQJH�LQ�
SHOYLF�RU�VSLQH�SRVWXUH��7KH\�HVVHQWLDOO\�OHQJWKHQ�WKHLU�OHJV�ZLWKRXW�ORVLQJ�WKH�SHOYLF�RU�VSLQH�SRVLWLRQ����

0):)0�--
7KH�VLQJOH�OHJ�FXUO�SDWWHUQ�LV�WKH�KLJKHVW�OHYHO�KLS�H[WHQVLRQ�SURJUHVVLRQ��7KLV�SDWWHUQ�UHTXLUHV�H[FHSWLRQDO�
FRUH�VWDELOLW\�DQG�KLS�FRQWURO�DQG�VKRXOG�RQO\�EH�SHUIRUPHG�E\�FOLHQWV�ZKR�KDYH�SURJUHVVHG�WKURXJK�
OHYHO�,�RI�WKH�VWDELOLW\�EDOO�OHJ�FXUO�DV�ZHOO�DV�OHYHOV�,�,,,�RI�WKH�EULGJH�KLS�H[WHQVLRQ�SDWWHUQV��(QVXUH�
WKDW�WKH�FOLHQW�PDLQWDLQV�D�OHYHO�SHOYLV��QHXWUDO�VSLQH��DQG�FRUH�DFWLYDWLRQ�WKURXJKRXW�WKH�PRYHPHQW��
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6)%',)7
$V�PHQWLRQHG�HDUOLHU��KLS�UHVWULFWLRQ�LV�RQH�RI�WKH�JUHDWHVW�FRQWULEXWRUV�WR�ERWK�EDFN�DQG�NQHH�LQMXULHV��
OLPLWLQJ�PDQ\� FOLHQWV� DQG� DWKOHWHV� IURP� HYHU� GHYHORSLQJ� WKH� SURSHU� PHFKDQLFV� UHTXLUHG� WR� VDIHO\�
SHUIRUP�PDQ\�PRYHPHQW�SDWWHUQV��LQFOXGLQJ�VTXDWV��OXQJHV��DQG�GHDGOLIWV��7KH�DQWHULRU�UHDFK�LV�D�ZD\�
WR�SURJUHVV�WKH�FOLHQW�IURP�WKH�KLS�KLQJH�WR�WKH�GHDGOLIW�ZKLOH�FRQWLQXLQJ�WR�WHDFK�LGHDO�KLS�PHFKDQLFV��
7KLV�SDWWHUQ�LV�HVSHFLDOO\�HIIHFWLYH�DW�FXLQJ�WKH�SRVWHULRU�JOLGH�RI�WKH�IHPRUDO�KHDG�ZLWKLQ�WKH�DFHWDEXOXP�
DQG�UHOHDVLQJ�WKURXJK�WKH�SRVWHULRU�KLS�FDSVXOH��8VLQJ�SURSHU�SURJUHVVLRQV��UHDFKHV�FDQ�EH�SHUIRUPHG�
E\�YLUWXDOO\�DQ\RQH��LQFOXGLQJ�FOLHQWV�UHTXLULQJ�LPSURYHG�EDODQFH�RU�UHFRYHULQJ�IURP�ORZHU�H[WUHPLW\�
LQMXULHV��RU�DWKOHWHV�UHTXLULQJ�D�JUHDWHU�IXQFWLRQDO�FKDOOHQJH��

/I]�8S�4IVJSVQERGI
6IEGLIW

8LI� GPMIRX� FIKMRW� XLI� TEXXIVR� [MXL� XLI� JIIX� ETTVS\MQEXIP]� LMT� [MHXL� ETEVX�� RIYXVEP� WTMRI�� ERH�
GSVI� EGXMZEXIH��8LIVI� WLSYPH� FI� WPMKLX� ¾I\MSR� MR� XLI� ORIIW�� [LMGL� MW� QEMRXEMRIH� XLVSYKLSYX� XLI��
QSZIQIRX�TEXXIVR��

8LI�GPMIRX�FIKMRW�F]�¾I\MRK�XLI�LMTW�[LMPI�VIEGLMRK�XLI�EVQW�JSV[EVH�EX�WLSYPHIV�LIMKLX��%W�XLI�EVQW�
EVI�VIEGLMRK�JSV[EVH�XLI�LMTW�EVI�HVMZIR�FEGO��8LI�JYVXLIV�XLI�EVQW�VIEGL�ERXIVMSVP]��XLI�JYVXLIV�XLI�
LMTW�WLSYPH�QSZI�TSWXIVMSVP]��

)RWYVI� XLEX� XLI�GPMIRX�QEMRXEMRW� XLIMV�LMT�LMRKI�� GSVI�EGXMZEXMSR��ERH�E�RIYXVEP� WTMRI� XLVSYKLSYX� XLI�
QSZIQIRX��'YI�XLIQ�XS�OIIT�XLIMV�LMTW�VIPE\IH�ERH�XS�WTVIEH�XLVSYKL�XLIMV�MWGLMEP�XYFIVSWMXMIW�

3RGI�XLI�GPMIRX�GER�TIVJSVQ����VITIXMXMSRW��TVSKVIWW�XLIQ�XS�XLI�GEFPI�ZIVWMSR��FIPS[
��WTPMX�WXERGI��
WMRKPI�PIK��WXEFMPMX]�FEPP��ERH�SZIVLIEH�ZIVWMSRW�

'0-)28�7)27%8-32��8LI�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�EVI�EFPI�XS�QEMRXEMR�EPMKRQIRX�XLVSYKLSYX�
XLI�TEXXIVR�ERH�WLSYPH�JIIP�EW�MJ�XLIMV�TSWXIVMSV�LMTW�EVI�HSMRK�QSWX�SJ�XLI�[SVO�

/HYHO�,��%LODWHUDO�UHDFK��
ZLWK�FDEOH�UHVLVWDQFH�
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/HYHO�,,��6SOLW�VWDQFH�UHDFK�±�XQORDGHG��/HYHO�,,��6SOLW�VWDQFH�UHDFK�±�ZLWK�FDEOH�UHVLVWDQFH�

0):)0�---��7-2+0)�0)+�6)%',��
7KH�FOLHQW�LQLWLDOO\�UHDFKHV�DW�VKRXOGHU�RU�ZDLVW�KHLJKW��DQG�DV�WKH\�JDLQ�FRPSHWHQFH�LQ�WKH�SDWWHUQ��WKH\�
UHDFK�WRZDUGV�WKH�ÀRRU��D±G���

7KH� VTXDUHG� SHOYLV� GXULQJ� WKH� UHDFK�� WKH� FOLHQW� LV� XQDEOH� WR� PDLQWDLQ� D� FORVHG� KLS� SRVLWLRQ�
GXULQJ�XQLODWHUDO� VWDQFH�DQG�H[WHUQDOO\� URWDWHV� WKH�KLS�RQ� WKHLU� VWDQFH� OHJ� �H��� WKH�FOLHQW�DFWLYDWHV��
WKHLU�GHHS��ORZHU�JOXWHXV�PD[LPXV�DQG�GHHS�KLS�URWDWRUV�WR�VWDELOL]H�DQG�µVTXDUH¶�WKH�SHOYLV��I���,I�
WKH�FOLHQW�LV�XQDEOH�WR�DFKLHYH�WKH�VTXDUHG�SHOYLV�WKURXJK�YHUEDO�RU�NLQHVWKHWLF�FXLQJ��WKH\�PXVW�EH�
UHJUHVVHG���

2QFH�WKH�FOLHQW�LV�DEOH�WR�PDLQWDLQ�WKHLU�VWDELOLW\�GXULQJ�WKH�VLQJOH�OHJ�UHDFK��UHVLVWDQFH�FDQ�EH�DGGHG�LQ�
WKH�IRUP�RI�PHGLFLQH�EDOOV�RU�GXPEEHOOV��8VLQJ�D�FDEOH�ZLOO�DGG�LQFUHDVHG�FKDOOHQJH�WKH�SRVWHULRU�FKDLQ�

D� E� F� G� I�H�
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0):)0�-:��3:)6,)%(�6)%',
7KH�RYHUKHDG�UHDFK�FRPELQHV�DVSHFWV�RI�WKH�DQWHULRU�UHDFK�DQG�WKH�RYHUKHDG�SUHVV��,W�LV�RQH�RI�WKH�PRVW�
IXQFWLRQDO�H[HUFLVHV��LQFRUSRUDWLQJ�WKH�HQWLUH�FRUH�DV�ZHOO�DV�XSSHU�DQG�ORZHU�NLQHWLF�FKDLQV��7KLV�LV�
RQH�SDWWHUQ�WKDW�HYHU\�DWKOHWH�PXVW�PDVWHU��DV�DOO�VSRUWV�UHTXLUH�VRPH��LI�QRW�DOO��DVSHFWV�RI�WKLV�H[HUFLVH��
%HJLQ�WKH�SDWWHUQ�ZLWK�ERG\�ZHLJKW�DQG�UHDFKLQJ�WKH�DUPV�RYHUKHDG��$GG�D�ELODWHUDO�ORDG��PHGLFLQH�
EDOO���UHDFKLQJ�WKH�EDOO�WRZDUGV�WKH�FHLOLQJ��DUURZ���7KH�¿QDO�SURJUHVVLRQ�LV�D�XQLODWHUDO�ORDG�ZLWK�D�
SRVWHULRU�UHDFK��,Q�DOO�YHUVLRQV��WKH�PDMRULW\�RI�WKH�PRWLRQ�VKRXOG�EH�DW�WKH�KLS�DQG�VKRXOGHU�FRPSOH[HV�
ZKLOH�WKH�VSLQH�UHPDLQV�ORQJ�WKURXJKRXW�WKH�SDWWHUQV��

2YHUKHDG�UHDFK��ELODWHUDO�±�
PHGLFLQH�EDOO�

2YHUKHDG�UHDFK��XQLODWHUDO�ZLWK�
DQ�RYHUKHDG�UHDFK�±�'%�
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;-2(1-00�
:LQGPLOO� SDWWHUQV� DUH� HVVHQWLDOO\� K\EULG� YHUVLRQV� RI� UHDFKHV� DQG� KHOS� LPSURYH� KLS� GLVVRFLDWLRQ� LQ�
VLQJOH�OHJ�VXSSRUW��,W�LV�LPSRUWDQW�WKDW�WKH�FOLHQW�PDLQWDLQV�WKHLU�73&�DV�ZHOO�DV�IHPRURDFHWDEXODU��KLS��
VWDELOLW\�WKURXJKRXW�WKH�SDWWHUQ��

/I]�8S�4IVJSVQERGI
;MRHQMPP

8LI�GPMIRX� WXERHW� MR� E�TEVEPPIP� WXERGI�[MXL� PIKW� WLSYPHIV�[MHXL�ETEVX��QEMRXEMRMRK�E� PSRK� WTMRI�� GSVI�
EGXMZEXMSR��ERH�XLI�EVQW�LIPH�SYX�XS�XLI�WMHIW��

8LI]�VSXEXI�XS[EVHW�SRI�WMHI�XLVSYKL�E�ZIVXMGEP�E\MW�XLVSYKL�XLI�WTMRI��

8LI�GPMIRX�VIXYVRW�XS�XLI�WXEVXMRK�TSWMXMSR�ERH�VITIEXW�SR�XLI�SXLIV�WMHI�

'0-)28�7)27%8-32��8LI�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�EVI�VSXEXMRK�XLVSYKL�XLI�LMTW�ERH�WTMRI�ERH�
EVI�EFPI�XS�QEMRXEMR�XLIMV�TSWXYVI�XLVSYKLSYX�XLI�TEXXIVR�

:KLOH�DQ\�VLQJOH�OHJ�SDWWHUQ�UHTXLUHV�URWDU\�VWDELOLW\��WKH�VLQJOH�OHJ�ZLQGPLOO�SDWWHUQ�LQWURGXFHV�SXUH�
WUDQVYHUVH�SODQH�URWDWLRQ�IRU�WKH�PRUH�DGYDQFHG�FOLHQW�DQG�DWKOHWH��$V�ZLWK�DOO�VLQJOH�OHJ�URWDU\�SDWWHUQV��
LW�LV�YLWDO�WKDW�WKH�PRWLRQ�RFFXUV�DURXQG�D�YHUWLFDO�D[LV�DQG�WKDW�WKH�SHOYLV�UHPDLQV�µVTXDUHG¶�WKURXJKRXW�
WKH�SDWWHUQ��7KH�LQWHUQDO�URWDWLRQ�ELDV�KHOSV�LPSURYH�LQWHUQDO�URWDWLRQ�PHFKDQLFV�UHTXLUHG�IRU�VSRUW��7KH�
H[WHUQDO�URWDWLRQ�ELDV�KHOSV�WUDLQ�WKH�SRVWHULRU�DQG�H[WHUQDO�URWDWLRQ�FKDLQV�QHFHVVDU\�IRU�PDLQWDLQLQJ�
VWDELOLW\�RI�WKH�ORZHU�H[WUHPLW\�ZKLOH�LQ�VLQJOH�OHJ�VWDQFH�

�,PDJH�����D�E!

�����

:LQGPLOO�±�XQLODWHUDO�VWDQFH���
LQWHUQDO�URWDWLRQ��OHIW����
H[WHUQDO�URWDWLRQ��ULJKW��

:LQGPLOO�±�VSOLW�VWDQFH���
LQWHUQDO�URWDWLRQ��OHIW����
H[WHUQDO�URWDWLRQ��ULJKW��
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1)',%2-'7�(96-2+�()%(0-*87�%2(�759%87
'HDGOLIWV� DQG� VTXDWV�DUH� WZR�RI� WKH� IXQGDPHQWDO�PRYHPHQW�SDWWHUQV��:KLOH� WKH�GHDGOLIW� LV� D�KLS�
GRPLQDQW� SDWWHUQ�� IRFXVLQJ� RQ� GHYHORSPHQW� RI� WKH� SRVWHULRU� FKDLQ�� WKH� VTXDW� LV� D� NQHH�GRPLQDQW�
SDWWHUQ� WKDW� HTXDOO\� VWUHVVHV� ERWK� WKH� KLS� DQG� NQHH� FRPSOH[HV��7KH\� DUH� ERWK� JUHDW� SDWWHUQV� IRU�
LPSURYLQJ� KLS� H[WHQVLRQ� DV� ZHOO� DV� LPSURYLQJ� VSLQH� DQG� VFDSXODU� VWDELOLW\�� 8QIRUWXQDWHO\�� WKH�
SDWWHUQLQJ�WKDW�LV�WDXJKW�E\�PDQ\�¿WQHVV�SURIHVVLRQDOV�GXULQJ�WKHVH�SDWWHUQV�FDQ�EH�D�PDMRU�FDXVH�RI�
QHFN��VKRXOGHU��DQG�EDFN�SUREOHPV�LQ�WKHLU�FOLHQWV��7KHUH�DUH�VHYHUDO�FDXVHV�IRU�FRQFHUQ�ZLWK�WKHVH�
SDWWHUQV��ZKLFK�ZLOO�EH�GLVFXVVHG�EHORZ��

�� ([FHVVLYH�VSLQH�H[WHQVLRQ�DQG�EXWW�JULSSLQJ��&OLHQWV�DUH�RIWHQ�LQVWUXFWHG�WR�OLIW�WKHLU�FKHVW�XS�DQG�
SXOO�WKHLU�VKRXOGHU�EODGHV�GRZQ�DQG�EDFN�GXULQJ�WKHVH�SDWWHUQV��7KLV�FDXVHV�RYHUH[WHQVLRQ�RI�WKH�
VSLQH�DQG�IXQFWLRQDOO\�µORFNV¶�WKHLU�WKRUDFLF�VSLQH��$OWKRXJK�WKLV�PD\�VHHP�OLNH�D�JUHDW�VWUDWHJ\�IRU�
OLIWLQJ�KHDY\�ORDGV��LW�FDXVHV�PDQ\�FOLHQWV�WR�µGLVFRQQHFW¶�RU�ORVH�DQWHULRU�DEGRPLQDO�FRQWURO��OLPLWLQJ�
WKH�IXQFWLRQDO�VWDELOLW\�RI�WKH�WKRUDFRSHOYLF�FDQLVWHU��2YHU�WLPH�WKLV�OHDGV�WR�SRRU�VSLQDO�VWDELOL]DWLRQ��
RYHUFRPSUHVVLRQ� RI� WKH� VSLQH�� DQG� FRPSHQVDWRU\� K\SHUPRELOL]DWLRQ� RI� WKH� OXPERSHOYLF� UHJLRQ��
$GGLWLRQDOO\��FOLHQWV�DUH�RIWHQ�DVNHG�WR�µVTXHH]H�WKH�JOXWHV¶�DW�WKH�WRS�RI�ERWK�OLIWV��ZKLFK�GULYHV�WKH�
IHPRUDO�KHDG�DQWHULRUO\�LQ�WKH�DFHWDEXOXP��GLUHFWO\�OHDGLQJ�WR�FRPSUHVVLRQ�V\QGURPHV�RI�WKH�KLS��
SRRU�JOXWHDO�VWDELOL]DWLRQ�VWUDWHJLHV��DQG�SRVWHULRU�SHOYLF�URWDWLRQ���

�� 3RVWHULRU� SHOYLF� URWDWLRQ� DQG� OXPEDU� ÀH[LRQ�� 3RVWHULRU� SHOYLF� URWDWLRQ� DQG� OXPEDU� ÀH[LRQ� DUH�
FRPPRQ�FRPSHQVDWLRQV�ZKHQ�WKH�FOLHQW�µUXQV�RXW�RI�DYDLODEOH�KLS�ÀH[LRQ�¶�,Q�RWKHU�ZRUGV��ZKHQ�WKH�
FOLHQW�VTXDWV�RU�ORZHUV�GXULQJ�D�GHDGOLIW�SDWWHUQ�EH\RQG�WKHLU�DYDLODEOH�UDQJH�RI�KLS�ÀH[LRQ��WKH\�ZLOO�
JR�WKURXJK�REOLJDWRU\�SRVWHULRU�URWDWLRQ�RI�WKH�SHOYLV�DQG�OXPEDU�ÀH[LRQ��LPDJH�EHORZ�ULJKW���7KLV�
SUREOHP��H[DFHUEDWHG�E\�WKRUDFLF�K\SHUH[WHQVLRQ�DV�GHVFULEHG�DERYH��LV�D�OHDGLQJ�FDXVH�RI�OXPEDU�GLVF�
LQMXULHV��RYHUVWUHWFKLQJ�RI�WKH�IDFHW�MRLQWV��DQG�VDFURLOLDF�MRLQW�SUREOHPV���

�� ([FHVVLYH� QHFN� H[WHQVLRQ� DQG� SRRU� VFDSXODU�
VWDELOL]DWLRQ�� &OLHQWV� DUH� FXHG� WR� µNHHS� WKH� H\HV�
OHYHO�ZLWK� WKH�KRUL]RQ¶�RU� HYHQ� WR� µNHHS� WKH�KHDG�
XS¶�GXULQJ�VTXDW�DQG�GHDGOLIW�SDWWHUQV��7KLV�FUHDWHV�
K\SHUH[WHQVLRQ� RI� WKH� FHUYLFRWKRUDFLF� MXQFWLRQ��
ZKLFK� LV� FRPSRXQGHG� E\� XVLQJ� D� KHDY\� EDU� KHOG�
DFURVV� WKH� VKRXOGHUV� RU� KROGLQJ� D� KHDY\� ZHLJKW�
ZLWK� WKH� DUPV� GXULQJ� WKH� GHDGOLIW�� $QG�� GXULQJ�
WKH�GHDGOLIW�� FOLHQWV�RIWHQ� OLIW�ZHLJKWV� WKDW� DUH� WRR�
KHDY\�IRU�WKHLU�DYDLODEOH�VFDSXODU�VWDELOLW\��IXUWKHU�
VWUHVVLQJ�WKH�FHUYLFRWKRUDFLF�MXQFWLRQ��
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�� &HUYLFRWKRUDFLF� DOLJQPHQW� GXULQJ�
WKH� GHDGOLIW� SDWWHUQ�� WKH� FOLHQW�
K\SHUH[WHQGV� KHU� QHFN� DQG� RYHUO\�
DEGXFWV�KHU�VFDSXOD�GXULQJ�D�XQLODWHUDO�
GHDGOLIW� SDWWHUQ� �OHIW� LPDJH��� 7KH�
FOLHQW�LV�FXHG�WR�PDLQWDLQ�D�ORQJ�VSLQH�
DQG� DFWLYDWH� KHU� VFDSXODU� VWDELOL]HUV��
ZKLFK� LPSURYHV� KHU� DOLJQPHQW��
UHGXFLQJ�VWUHVV�RQ�KHU�FHUYLFRWKRUDFLF�
MXQFWLRQ��ULJKW�LPDJH���

�� 6FDSXODU� VWDELOL]DWLRQ� GXULQJ� WKH�
GHDGOLIW� SDWWHUQ�� QRWLFH� WKH� FOLHQW¶V�
VFDSXODH� LQ� WKH� LPDJH� WR� WKH� OHIW� ±�
WKHUH� LV� ORVV�RI� VFDSXODU� VWDELOL]DWLRQ�
DQG� UHVXOWDQW� GRZQZDUG� URWDWLRQ� RI�
WKH� VFDSXODH�ZKHQ� WKH� FOLHQW� LV� FXHG�
WR� µEULQJ� WKH� VFDSXODH� GRZQ� DQG�
EDFN�¶� ,Q� WKH� LPDJH� WR� WKH� ULJKW�� WKH�
FOLHQW� DFWLYDWHV� WKH� VHUUDWXV� DQWHULRU�
DQG�ORZHU�WUDSH]LXV�DQG�YLVXDOL]HV�WKH�
VKRXOGHUV�JRLQJ�ZLGH��

�� 6SLQDO� VWDELOL]DWLRQ� GXULQJ� WKH�
GHDGOLIW� SDWWHUQ�� QRWH� WKH� ORVV� RI�
DQWHULRU� VWDELOL]DWLRQ� �KRUL]RQWDO�
OHIW�IDFLQJ� DUURZ��� SRVWHULRU� SHOYLF�
URWDWLRQ�� DQG� WKRUDFROXPEDU�
K\SHUH[WHQVLRQ� �KRUL]RQWDO� ULJKW�
IDFLQJ� DUURZ�� ZKHQ� WKH� FOLHQW� LV�
FXHG� WR� µOLIW� WKH� FKHVW� DQG� VTXHH]H�
WKH� JOXWHV�¶� 7KH� FOLHQW� DFKLHYHV� WKH�
µORQJ� VSLQH¶� SRVWXUH� �YHUWLFDO� GRWWHG�
OLQH��DQG�PDLQWDLQV�WKH�WKRUDFRSHOYLF�
FDQLVWHU�LQ�WKH�LPDJH�WR�WKH�ULJKW��
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$OWKRXJK�WKHVH�DUH�FRPPRQ�FXHV�WKDW�DUH�URXWLQHO\�WDXJKW�GXULQJ�WKHVH�SDWWHUQV��DQG�ZKLFK�DOORZ�PDQ\�
FOLHQWV�WR�OLIW�KHDYLHU�ZHLJKW��WKH\�FDQ�GULYH�PDMRU�G\VIXQFWLRQ�LQ�FOLHQWV�ZKR�H[KLELW�FRPSURPLVHG�
PRWRU�FRQWURO��7R�JDLQ�ERWK�WKH�EHQH¿WV�RI�LPSURYLQJ�SRVWHULRU�FKDLQ�IXQFWLRQ�DQG�LPSURYLQJ�SRVWXUDO�
FRQWURO��WKH�IROORZLQJ�FXHV�PXVW�EH�DGKHUHG�WR�GXULQJ�PRGL¿HG�GHDGOLIW�DQG�VTXDWWLQJ�SDWWHUQV��

�� 7KH�VSLQH�DQG�SHOYLV�PXVW�UHPDLQ�LQ�QHXWUDO�DOLJQPHQW�WKURXJKRXW�WKH�SDWWHUQ��7KHUH�VKRXOG�EH�QR�
H[FHVVLYH�H[WHQVLRQ�DW�WKH�WRS�RI�WKH�PRWLRQ�RU�ORVV�RI�DOLJQPHQW�LQ�WKH�ERWWRP�SRVLWLRQ��7KH�FOLHQW�
PXVW�XQGHUVWDQG�KRZ�WR�KLS�KLQJH�DQG�DW�ZKDW�SRLQW�WKH\�UHDFK�WKHLU�HQG�RI�DYDLODEOH�UDQJH�RI�PRWLRQ��
7KH�HQG�RI�DYDLODEOH�UDQJH�RI�PRWLRQ�LV�WKH�SRLQW�ZKHUH�WKH�FOLHQW�FDQ�QR�ORQJHU�PDLQWDLQ�FHQWUDWHG�
MRLQWV�RU�QHXWUDO�VSLQH�SRVLWLRQ��$V�WKH�FOLHQW�OLIWV��WKH\�SXOO�WKH�ZHLJKW�XQWLO�WKH\�DUH�VWDQGLQJ�LQ�D�WDOO�
VSLQH�SRVWXUH�±�WKH\�GR�QRW�SXOO�LQWR�WKRUDFROXPEDU�K\SHUH[WHQVLRQ��

�� 7KH�VFDSXODH�PXVW�UHPDLQ�FRQWUROOHG�WKURXJKRXW�WKH�SDWWHUQ��7KH�ZHLJKW�EHLQJ�OLIWHG�VKRXOG�QRW�EH�
VR�KHDY\�DV�WR�DIIHFW�WKH�DELOLW\�WR�PDLQWDLQ�D�QHXWUDO�VFDSXODU�SRVLWLRQ�

�� 7KH�FRUH�PXVW�UHPDLQ�DFWLYDWHG��7KHUH�VKRXOG�EH�QR�ORVV�RI�DFWLYDWLRQ�DW�DQ\�SKDVH�RI�WKH�H[HUFLVH��
*HQHUDOO\�OLJKWHU�ZHLJKWV�ZLOO�QHHG�WR�EH�XVHG�WR�KHOS�PDLQWDLQ�VSLQH�DQG�VFDSXODU�SRVLWLRQV�ZLWK�
LGHDO�FDQLVWHU�VWDELOL]DWLRQ��$GGLWLRQDOO\��UDQJH�RI�PRWLRQ�ZLOO�QHHG�WR�EH�UHGXFHG�LQ�FOLHQWV�ZKR�JR�
LQWR�D�SRVWHULRU�WLOW�WRZDUGV�WKH�ERWWRP�RI�WKH�PRWLRQ��

$XWKRU¶V�QRWH��/LIWLQJ�µSXULVWV¶�ZLOO�RIWHQ�GLVDJUHH�RQ�WKH�KHDG��QHFN��DQG�WKRUDFLF�SRVLWLRQV�GLVFXVVHG�
DERYH��DUJXLQJ�WKDW�WKH\�ZLOO�OHDG�WR�SRRU�H[HFXWLRQ�DQG�ORVV�RI�SRZHU��:KLOH�OLIWLQJ�KHDYLHU�ZHLJKW�
DW� WKH�H[SHQVH�RI� LQMXU\�RQO\�PDWWHUV� WR� WKH�HJR�GULYHQ� OLIWHU�� WKH�GHFUHDVHG�VSLQDO� VWUHVV� WKDW� WKHVH�
PRGL¿FDWLRQV�RIIHU�PXVW�EH�WKH�PRVW�LPSRUWDQW�GHWHUPLQDQW�ZKHQ�FRQVWUXFWLQJ�FRUUHFWLYH�H[HUFLVH�DQG�
WUDLQLQJ�SURJUDPV�IRU�WKH�SRVW�UHKDELOLWDWLYH�DQG�JHQHUDO�SRSXODWLRQ�FOLHQW��

()%(0-*87�
7KH�FOLHQW�PXVW�EH�DEOH�WR�SHUIRUP�D�ZDLWHU¶V�ERZ��KLS�KLQJH��DQG�D�ERG\�ZHLJKW�VTXDW�ZLWK�SHUIHFW�
IRUP�SULRU�WR�SHUIRUPLQJ�D�ORDGHG�GHDGOLIW��%HIRUH�EHJLQQLQJ�WKH�GHDGOLIW�SDWWHUQ��GHWHUPLQH�WKH�FOLHQW¶V�
DYDLODEOH�UDQJH�RI�KLS�PRWLRQ�VWDWLFDOO\��WKURXJK�D�VLPSOH�UDQJH�RI�PRWLRQ�DVVHVVPHQW��DQG�G\QDPLFDOO\��
WKURXJK�WKH�ZDLWHU¶V�ERZ�DQG�ERG\�ZHLJKW�VTXDW��
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/I]�8S�4IVJSVQERGI
(IEHPMJX

8LI�GPMIRX�XEOIW�E�WPMKLXP]�[MHIV�XLER�LMT�[MHXL�WXERGI��FIRHW�XLIMV�ORIIW�XS�ETTVS\MQEXIP]����HIKVIIW��
ERH�TIVJSVQW�E�LMT�LMRKI�XS�KVEWT�XLI�LERHPI�SJ�XLI�FEVFIPP��HYQFFIPP��SV�OIXXPIFIPP�

8LIMV�TIPZMW�ERH�WTMRI��MRGPYHMRK�XLI�LIEH�ERH�RIGO��QYWX�VIQEMR�RIYXVEP�XLVSYKLSYX�XLI�TEXXIVR�¯�XLI�
I]IW�WLSYPH�PSSO�YT�XS�EGXMZEXI�XLI�I\XIRWSV�VI¾I\�

8LI�WGETYPEV�WXEFMPM^IVW�QYWX�FI�EGXMZEXIH�ERH�VIQEMR�EGXMZI�XLVSYKLSYX�XLI�TEXXIVR�̄ �XLI�[IMKLX�WLSYPH�
RSX�FI�I\GIWWMZI�XS�XLI�TSMRX�XLEX�MX�TYPPW�XLI�WGETYPEI�MRXS�HS[R[EVH�VSXEXMSR���

3RGI�MR�TSWMXMSR��XLIVI�WLSYPH�FI�RS�JYVXLIV�QSXMSR�EX�XLI�ORIIW��WTMRI��SV�TIPZMW�¯�XLI�QSZIQIRX�
WLSYPH�FI�TYVI�LMT�¾I\MSR�

8LI�XVEMRIV�SV�XLIVETMWX�WLSYPH�TEPTEXI�FSXL�XLI�PYQFEV�WTMRI��XS�IRWYVI�XLEX�MX�WXE]W�RIYXVEP��ERH�XLI�
PEXIVEP�EFHSQMREP�[EPP�� XS�IRWYVI� PEXIVEP�[EPP�EGXMZEXMSR�XLVSYKLSYX�XLI�TEXXIVR��8LI�GPMIRX� MW�GYIH�XS�
EGXMZEXI�MJ�XLI]�PSWI�GSRXVSP�ERH�MJ�YREFPI��XLI]�EVI�VIUYMVIH�XS�WXST�XLI�TEXXIVR�

8LI� GPMIRX� I\XIRHW� XLI�LMTW� XS� PMJX� XLI�FEV� JVSQ� XLI�¾SSV�� FYX� WLSYPH�RSX�L]TIVI\XIRH� XLI�LMTW�SV�
XLSVEGSPYQFEV�VIKMSRW��

+IRIVEPP]��XLI]�WLSYPH�FVIEXLI�MR�EW�XLI]�HIWGIRH�ERH�FVIEXLI�SYX�EW�XLI]�PMJX�¯�XLMW�TEXXIVR��LS[IZIV��
GER�FI�EPXIVIH�MR�XLI�VILEFMPMXEXMSR�ERH�GSVVIGXMZI�I\IVGMWI�IRZMVSRQIRXW�

;LIR�TIVJSVQMRK�SRI�PIK�ZEVMEXMSRW��XLI�TIPZMW�QYWX�FI�³WUYEVIH �́ERH�XLI�WTMRI�QYWX�VIQEMR�RIYXVEP�
XLVSYKLSYX�XLI�TEXXIVR��WII�IEVPMIV�WIGXMSR�JSV�HIWGVMTXMSR�SJ�XLI�³WUYEVIH �́TIPZMW
�

'0-)28�7)27%8-32��8LI� GPMIRX� WLSYPH� JIIP� EW� MJ� XLIMV� GSVI� VIQEMRW� EGXMZI� XLVSYKLSYX� XLI�
TEXXIVR�ERH�XLEX�XLI�KPYXIEP�ERH�LEQWXVMRK�GSQTPI\IW�EVI�HSMRK�XLI�QSWX�EQSYRX�SJ�[SVO��

8LI]� WLSYPH� RSX� I\TIVMIRGI� I\GIWWMZI� PYQFEV� [SVO� EW� XLIWI� QYWGPIW� WLSYPH� FI� GSRXVEGXMRK�
MWSQIXVMGEPP]�XS�WXEFMPM^I�XLI�WTMRI�
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'HDGOLIW�SDWWHUQ��VLGH�YLHZ��OHIW�WZR�LPDJHV���DQWHULRU�YLHZ��ULJKW�WZR�LPDJHV����
1RWH�WKH�PDLQWHQDQFH�RI�WKH�ORQJ�VSLQH�WKURXJKRXW�WKH�SDWWHUQ�

3HUIRUPLQJ�WKH�XQLODWHUDO�GHDGOLIW�SDWWHUQ�LQWURGXFHV�D�URWDU\�FRPSRQHQW�WR�WKH�WUXQN�DQG�VSLQH��7KLV�
SDWWHUQ�FDQ�EH�ORDGHG�ZLWK�D�NHWWOHEHOO�RU�GXPEEHOO��7KH�FOLHQW�PXVW�PDLQWDLQ�D�QHXWUDO�73&�DQG�URWDWH�
WKURXJK�WKHLU�KLSV�GXULQJ�WKH�SDWWHUQ�

/I]�8S�7YGGIWW
7TMREP�7XEFMPM^EXMSR�(YVMRK�(IEHPMJX��
ERH�7UYEX�4EXXIVRW

³1EMRXEMR�XLI�I]IW�PIZIP�[MXL�XLI�LSVM^SR �́MW�E�GSQQSR�GYI�HYVMRK�XLI�HIEHPMJX�ERH�WUYEX�TEXXIVRW��;LMPI�
XLMW�GYI�MW�KMZIR�XS�QEMRXEMR�EGXMZEXMSR�SJ�XLI�WTMREP�I\XIRWSVW��MX�HMVIGXP]�GSRXVMFYXIW�XS�SZIVPSEH�SJ�XLI�
GIVZMGSXLSVEGMG�NYRGXMSR�

/)=��8LI�I\XIRWSV�VI¾I\�GER�FI�HVMZIR�F]�GYMRK�XLI�GPMIRX�XS�³PSSO�YT�[MXL�XLI�I]IW �́[LMPI�QEMRXEMRMRK�
E�VIPEXMZI�RIYXVEP�TSWMXMSR�SJ�XLI�LIEH�ERH�RIGO�ERH�YTTIV�XLSVEGMG�WTMRI��
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/2))�(31-2%28�4%88)627
759%87
:KLOH� WKH�VTXDW� LV�FRQVLGHUHG�D�NQHH�GRPLQDQW�SDWWHUQ�� LI�SHUIRUPHG�SURSHUO\� LW� LV�RQH�RI� WKH�PRVW�
HIIHFWLYH�SDWWHUQV�IRU�ORDGLQJ�ERWK�WKH�SULPDU\�PRYHUV�DQG�VWDELOL]HUV�RI�WKH�OXPERSHOYLF�KLS�FRPSOH[�
LQ� DGGLWLRQ� WR� WKH� WUXQN��7KH� VTXDW�SDWWHUQ� LV� D�PXVW� IRU� LQGLYLGXDOV� UHKDELOLWDWLQJ� OXPERSHOYLF�KLS�
LQMXULHV�DQG�HYHQ�WKH�HOGHUO\�FDQ�SHUIRUP�WKH�VTXDW�SDWWHUQ�E\�DOWHULQJ�WKH�GHSWK�DQG�OHYHO�RI�VWDELOLW\��

:KLOH�YLUWXDOO\�HYHU\�WUDLQHU��FRDFK��DQG�WKHUDSLVW�SHUIRUPV�VRPH�YDULDWLRQ��PDQ\�PLVFRQFHSWLRQV�VWLOO�
H[LVW�UHJDUGLQJ�WKH�SURSHU�H[HFXWLRQ�RI�WKH�VTXDW��)RU�H[DPSOH��WKHUH�LV�VWLOO�WKH�PLVFRQFHSWLRQ�WKDW�WKH�
NQHHV�VKRXOG�QRW�PRYH�LQ�IURQW�RI�WKH�WRHV�ZKHQ�VTXDWWLQJ��WKH�LQGLYLGXDO�VKRXOG�ORRN�XS�DV�WKH\�VTXDW��
DQG�WKH�JOXWHDOV�VKRXOG�EH�VTXHH]HG�DV�WKH�LQGLYLGXDOV�OLIWV�XS�GXULQJ�WKH�FRQFHQWULF�SKDVH�RI�WKH�VTXDW��

7R�HQVXUH�LWV�HIIHFWLYHQHVV��VHYHUDO�YDULDEOHV�QHHG�WR�EH�WDNHQ�LQWR�FRQVLGHUDWLRQ�ZKHQ�GHFLGLQJ�ZKLFK�
YHUVLRQ�RI�WKH�VTXDW�WR�XVH�ZLWK�D�SDUWLFXODU�FOLHQW��3ULRU�H[SRVXUH�WR�WKH�H[HUFLVH��OHYHO�RI�ÀH[LELOLW\��
OHYHO�RI�PRWRU�FRQWURO��ERG\�DZDUHQHVV��DQG�GHVLUHG�RXWFRPH�RI�WKH�H[HUFLVH�DOO�SOD\�D�UROH�LQ�WKH�W\SH�
RI�VTXDW�DQG�VSHFL¿F�FXHV�WKH�WUDLQHU��FRDFK��RU�WKHUDSLVW�ZLOO�GHFLGH�WR�XVH�ZLWK�WKHLU�FOLHQW��

7KLV�VHFWLRQ�ZLOO�HYDOXDWH�DQG�PDNH�VXJJHVWLRQV�RQ�WKH�PRVW�EDVLF�YHUVLRQ�RI�WKH�VTXDW�DV�WKLV�LV�WKH�
VDIHVW�DQG�HDVLHVW�WR�WHDFK�PRVW�LQGLYLGXDOV��:KLOH�WKLV�LQ�QR�ZD\�VXJJHVWV�WKDW�RWKHU�YHUVLRQV�DUH�QRW�
VDIH�RU�HIIHFWLYH��LW�FDQ�RIWHQ�EH�GLI¿FXOW�WR�WHDFK�HYHQ�WKH�EDVLF�YHUVLRQV�WR�VRPH�LQGLYLGXDOV��$OWKRXJK�
VRPH�LQGLYLGXDOV�PD\�FKRRVH�WR�SHUIRUP�2O\PSLF��SRZHUOLIWLQJ�VW\OH��RU�SOLp�W\SH�VTXDWV��WKH�PDMRULW\�
RI�WKH�PHFKDQLFV�WKDW�DUH�OLVWHG�EHORZ�ZLOO�DSSO\�WR�WKHVH�RWKHU�YHUVLRQV�DV�ZHOO�

/I]�8S�7YGGIWW
7UYEXXMRK�1IGLERMGW�ERH�XLI�+VIEX�/RIIW�
3ZIV�8SIW�(IFEXI

-X�MW�GSQQSR�JSV�XVEMRIVW�ERH�XLIVETMWXW�XS�XIEGL�XLIMV�GPMIRXW�XS�OIIT�XLI�ORIIW�FILMRH�XLI�XSIW�HYVMRK�
PS[IV�I\XVIQMX]�TEXXIVRW�WYGL�EW�WUYEXW��PYRKIW��ERH�WXIT�YTW��8LI�TVIQMWI�MW�XLEX�QEMRXEMRMRK�XLI�ORII�
FILMRH�XLI�XSIW�HIGVIEWIW�XLI�TVIWWYVI�SR�XLI�ORII��,S[IZIV��MW�XLMW�VIEPP]�E�XVYI�MRXIVTVIXEXMSR�ERH�MW�
XLMW�GYI�VIEPP]�ETTPMGEFPI�XS�MQTVSZMRK�PS[IV�I\XVIQMX]�QIGLERMGW#�*V]�IX�EP������
�PSSOIH�EX�XLMW�RSXMSR�
ERH�HMH�½RH�XLEX�E�QSVI�ZIVXMGEP�TSWMXMSR�SJ�XLI�XMFME��PIWW�JSV[EVH�TSWMXMSR
�[EW�IJJIGXMZI�EX�VIHYGMRK�
ORII� JSVGIW��EW�GSQTEVIH�XS�TEVXMGMTERXW�[LSWI�ORIIW�[IVI�EPPS[IH�XS�XVEZIP� JSV[EVH�YRVIWXVMGXIH��
,S[IZIV��XLEX�MW�RSX�[LIVI�XLI�WXSV]�IRHW��-RGVIEWIH�WXVIWW�SR�XLI�LMTW�ERH�PS[�FEGO�MR�XLI�TEVXMGMTERXW�
[LSWI�ORIIW�[IVI�VIWXVMGXIH�JVSQ�QSZMRK�JSV[EVH�[EW�EPWS�RSXIH��

/)=��6IWXVMGXMRK�XLI�ORIIW�JVSQ�QSZMRK�JSV[EVH�QE]�FI�E�ZMEFPI�WXVEXIK]�JSV�HIGVIEWMRK�ORII�TVIWWYVI�
MR�GPMIRXW�[LS�LEZI�ORII�TEMR��,S[IZIV��XLMW�WXVEXIK]�[MPP� MRGVIEWI�XLI�WXVIWW�SR�XLIMV�FEGO�ERH�LMTW��
[LMGL� MW�SJXIR�XLI�YRHIVP]MRK�GEYWI�SJ�XLI�GPMIRX´W�ORII�TEMR�XS�FIKMR�[MXL��8LIVIJSVI��XLI�XVEMRIV�SV�
XLIVETMWX�MW�IRGSYVEKIH�XS�IZEPYEXI�XLI�LMT�ERH�ORII�QIGLERMGW�ERH�YWI�XLI�³ORII�FILMRH�XLI�XSIW �́GYI�
NYHMGMSYWP]�JSV�GPMIRXW�[LS�EVI�I\TIVMIRGMRK�ORII�TEMR���
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/I]�8S�4IVJSVQERGI
7UYEX

8LI�GPMIRX�WIXW�YT�MR�E�TEVEPPIP�WXERGI�TSWMXMSR�[MXL�RIYXVEP�WTMRI�TSWXYVI�ERH�XLIMV�JIIX�ETTVS\MQEXIP]�
WLSYPHIV�[MHXL�SV�WPMKLXP]�[MHIV�ETEVX��8LI�LERHW�EVI�LIPH�MR�JVSRX�SJ�FSH]�

8LI�LIEH�� XVYRO��ERH�TIPZMW� WLSYPH�FI� MR�RIYXVEP�TSWMXMSR� XS�FIKMR�ERH�VIQEMR�VIPEXMZIP]�WXEXMSREV]�
XLVSYKLSYX�XLI�QSXMSR�

8LI�LIEH� ERH� I]IW� WLSYPH� VIQEMR� PIZIP�[MXL� XLI� LSVM^SR�¯� XLI� GPMIRX� WLSYPH� RSX� PSSO� YT� EW� XLMW�
IRGSYVEKIW�GIVZMGSXLSVEGMG�I\XIRWMSR��

'SVI�EGXMZEXMSR�WLSYPH�FI�QEMRXEMRIH�XLVSYKLSYX�XLI�QSXMSR��

8LI�GPMIRX´W�XVYRO�ERH�TIPZMW�WLSYPH�JEPP�IUYMHMWXERX�FIX[IIR�XLI�JIIX�EW�XLI]�HIWGIRH�MRXS�XLI�WUYEX��

8LIMV�ORIIW�WLSYPH�XVEGO�MR�XLI�WEQI�TPERI�EW�XLI�JIIX��ORIIW�WLSYPH�XVEGO�ETTVS\MQEXIP]�FIX[IIR�
HMKMXW��¯��SJ�XLI�JSSX
�

8LI�ORIIW�WLSYPH�RSX�HIZMEXI�QIHMEPP]��EHHYGXMSR
�SV�PEXIVEPP]��EFHYGXMSR
�EX�ER]�TSMRX�XLVSYKLSYX�
XLI�QSXMSR�

8LI�XMFME��PS[IV�PIK
�ERH�JIIX�WLSYPH�VIQEMR�RIYXVEP�XLVSYKLSYX�XLI�QSZIQIRX��

8LI�GPMIRX�WLSYPH�FI�EFPI�XS�QEMRXEMR�XLI�JSSX�XVMTSH�XLVSYKLSYX�XLI�TEXXIVR�

8LI]� WUYEX� YRXMP� XLIMV� XLMKLW� EVI� ETTVS\MQEXIP]� TEVEPPIP� SV� WPMKLXP]� FIPS[��8LI� HITXL� SJ� WUYEX� MW�
HITIRHIRX� SR� XLI� GPMIRX´W� EFMPMX]� XS�QEMRXEMR� RIYXVEP� EPMKRQIRX� ¯� EW� WSSR� EW� XLI]� EVI� YREFPI� XS�
QEMRXEMR�ER]�SJ�XLI�EJSVIQIRXMSRIH�OI]W��XLI]�EVI�WXSTTIH�JVSQ�HIWGIRHMRK�ER]�PS[IV��

8LI]�PMJX�YT�JVSQ�XLI�LMTW��FIMRK�WYVI�RSX�XS�SZIVEGXMZEXI�XLI�KPYXIW�EX�XLI�XST�SJ�XLI�QSXMSR�

'0-)28� 7)27%8-32�� 8LI� GPMIRX� WLSYPH� JIIP� EW� MJ� XLI]� EVI� EFPI� XS� QEMRXEMR� EPMKRQIRX�
XLVSYKLSYX�XLI�TEXXIVR�

2SXI��(YVMRK�EPP�PS[IV�I\XVIQMX]�TEXXIVRW�XLEX�MRZSPZI�WUYEXXMRK��HIEHPMJXMRK��ERH�VIEGLMRK�¯�XLI�LMTW�
WLSYPH�WLMJX�TSWXIVMSVP]� XS� MRMXMEXI� XLI�QSZIQIRX��&I�WYVI� XS�[EXGL�]SYV�GPMIRXW� XLEX� MRMXMEXI� XLIWI�
X]TIW�SJ�TEXXIVRW�F]�FIRHMRK�XLIMV�ORIIW�ERH�GYI�XLIQ�XS�TVMSVMXM^I�LMT�QSZIQIRX�



���&+$37(5�1,1(���.(<�3$77(516�$1'�029(0(17�352*5(66,216�)25�7+(�+,3�&203/(;�$1'�/2:(5�(;75(0,7<��_

0):)0�-��&%00�759%8
7KH�EDOO�VTXDW�LV�D�JUHDW�DOWHUQDWLYH�IRU�WKRVH�LQGLYLGXDOV�
ZKR� DUH� MXVW� OHDUQLQJ� WKH� VTXDW� PHFKDQLFV�� FDQQRW�
SHUIRUP�D�IUHH�VWDQGLQJ�VTXDW�EHFDXVH�RI�LQVWDELOLW\�RU�
SDLQ��RU�KDYH�QRW�\HW�SURJUHVVHG�VXI¿FLHQWO\�WR�SHUIRUP�
WKH�XQVXSSRUWHG�VTXDW�SDWWHUQ��

/I]�8S�4IVJSVQERGI
&EPP�7UYEX

8LI�GPMIRX�WIXW�YT�MR�E�TEVEPPIP�WXERGI��RIYXVEP�WTMRI�TSWXYVI�[MXL�XLIMV�JIIX�ETTVS\MQEXIP]�WLSYPHIV�
[MHXL�SV�WPMKLXP]�[MHIV�ETEVX��8LI�FEPP�MW�TPEGIH�NYWX�EFSZI�XLIMV�WEGVYQ�ERH�XLIMV�LERHW�EVI�LIPH�MR�
JVSRX�SJ�XLI�FSH]�SV�EX�XLI�WMHIW��

8LI�LIEH�� XVYRO��ERH�TIPZMW� WLSYPH�FI� MR�RIYXVEP�TSWMXMSR� XS�FIKMR�ERH�VIQEMR�VIPEXMZIP]�WXEXMSREV]�
XLVSYKLSYX�XLI�QSXMSR�

8LI�LIEH� ERH� I]IW� WLSYPH� VIQEMR� PIZIP�[MXL� XLI� LSVM^SR�¯� XLI� GPMIRX� WLSYPH� RSX� PSSO� YT� EW� XLMW�
IRGSYVEKIW�GIVZMGSXLSVEGMG�I\XIRWMSR��

'SVI�EGXMZEXMSR�WLSYPH�FI�QEMRXEMRIH�XLVSYKLSYX�XLI�QSXMSR��

8LI�GPMIRX´W�XVYRO�ERH�TIPZMW�WLSYPH�JEPP�IUYMHMWXERX�FIX[IIR�XLIMV�JIIX�EW�XLI]�HIWGIRH�MRXS�XLI�WUYEX��

8LI�ORIIW�WLSYPH�XVEGO� MR�XLI�WEQI�TPERI�EW�XLI�JIIX��ORIIW�WLSYPH�XVEGO�ETTVS\MQEXIP]�FIX[IIR�
HMKMXW��¯��SJ�XLI�JSSX
�

8LI�ORIIW�WLSYPH�RSX�HIZMEXI�QIHMEPP]��EHHYGXMSR
�SV�PEXIVEPP]��EFHYGXMSR
�EX�ER]�TSMRX�XLVSYKLSYX�
XLI�QSXMSR�

8LI�XMFME��PS[IV�PIK
�ERH�JIIX�WLSYPH�VIQEMR�RIYXVEP�XLVSYKLSYX�XLI�QSZIQIRX��

8LI�GPMIRX�WLSYPH�FI�EFPI�XS�QEMRXEMR�XLI�JSSX�XVMTSH�XLVSYKLSYX�XLI�TEXXIVR�

8LI]� WUYEX� YRXMP� XLIMV� XLMKLW� EVI� ETTVS\MQEXIP]� TEVEPPIP� SV� WPMKLXP]� FIPS[��8LI� HITXL� SJ� WUYEX� MW�
HITIRHIRX� SR� XLI� GPMIRX´W� EFMPMX]� XS�QEMRXEMR� RIYXVEP� EPMKRQIRX� ¯� EW� WSSR� EW� XLI]� EVI� YREFPI� XS�
QEMRXEMR�ER]�SJ�XLI�EJSVIQIRXMSRIH�OI]W��XLI]�EVI�WXSTTIH�JVSQ�HIWGIRHMRK�ER]�PS[IV��

8LI]�PMJX�YT�JVSQ�XLI�LMTW��FIMRK�WYVI�RSX�XS�SZIVEGXMZEXI�XLI�KPYXIEPW�EX�XLI�XST�SJ�XLI�QSXMSR�

'0-)28� 7)27%8-32�� 8LI� GPMIRX� WLSYPH� JIIP� EW� MJ� XLI]� EVI� EFPI� XS� QEMRXEMR� EPMKRQIRX�
XLVSYKLSYX�XLI�TEXXIVR�
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/I]�8S�7YGGIWW
(IXIVQMRMRK�XLI�(ITXL�SJ�XLI�7UYEX

6IGIRXP]��MX�LEW�FIGSQI�VEXLIV�XVIRH]�MR�XLI�XVEMRMRK�MRHYWXV]�XS�LEZI�GPMIRXW�TIVJSVQ�HIIT�WUYEXW�¯�XLEX�
MW��XS�LEZI�E�GPMIRX´W�FYXX�ETTVS\MQEXI�XLIMV�EROPIW�MR�XLI�HIWGIRX�TLEWI�SJ�XLI�TEXXIVR��8LIVI�WIIQ�XS�
FI�X[S�HVMZMRK�JEGXSVW�JSV�XLMW�VIGIRX�TLIRSQIRSR�

+VE]�'SSO�YXMPM^IW�XLI�HIIT�WUYEX�EW�TEVX�SJ�LMW�JYRGXMSREP�QSZIQIRX�EWWIWWQIRX�WS�XVEMRIVW�XSSO�XLEX�
XS�QIER�XLEX�XLIMV�GPMIRXW�WLSYPH�HIIT�WUYEX��,S[IZIV��+VI]�'SSO�RIZIV�WEMH�XLEX�XLMW�WLSYPH�FI�E�
TEXXIVR�JSV�XVEMRMRK�GPMIRXW��FYX�VEXLIV�XLEX�MX�WLSYPH�RSX�FI�YWIH�YRPIWW�XLI�GPMIRXW�LEZI�IEVRIH�XLI�VMKLX�
XLVSYKL�TVSTIV�WXEFMPMX]�ERH�QSFMPMX]�

8VEMRIVW�SJXIR�TSMRX�XS�XLI�WXYH]�XLEX�HIQSRWXVEXIW�XLEX�ER�MRGVIEWIH�HITXL�SJ�WUYEXXMRK�WLS[W�FIXXIV�
)1+�EGXMZMX]��EW�GSQTEVIH�XS�WLEPPS[IV�HITXL�WUYEXXMRK��'EXIVMWERS�IX�EP�����
�

,S[IZIV��[LEX�XLIWI�WXYHMIW�SJXIR�HSR´X�GSRWMHIV�MW�[LIXLIV�SV�RSX�XLI�GPMIRX�GER��SV�QSVI�TVIGMWIP]�
WLSYPH��FI�TIVJSVQMRK�HIIT�WUYEXXMRK��-R�SXLIV�[SVHW��MX�MW�XVYI�XLEX�XLI�KVIEXIV�XLI�VERKI�SJ�QSXMSR�
SJ�E�TEVXMGYPEV�I\IVGMWI��MR�XLMW�GEWI�XLI�WUYEX
��XLI�KVIEXIV�XLI�EGXMZEXMSR�SJ�XLI�TVMQI�QSZIVW��M�I��XLI�
KPYXIYW�QE\MQYW�JSV�XLI�WUYEX
��,S[IZIV��XLI�UYIWXMSR�XLEX�RIIHW�XS�FI�EWOIH�MW�[LIXLIV�SV�RSX�XLI�
GPMIRX�TSWWIWWIW�XLI�LMT�VERKI�SJ�QSXMSR�XS�WUYEX�TVSTIVP]�[MXLSYX�GVIEXMRK�TSWXIVMSV�VSXEXMSR�SJ�XLI�
TIPZMW��SV�LEW�EHIUYEXI�EROPI�HSVWM¾I\MSR�XS�TVIZIRX�GSQTIRWEXSV]�ZEPKYW�ERH�SV�MRXIVREP�VSXEXMSR�EX�
XLI�ORII�HYVMRK�XLI�WUYEX�TEXXIVR��7S��[LMPI�XLI�HIIT�WUYEX�MW�KVIEX�JSV�EGXMZEXMRK�XLI�KPYXIYW�QE\MQYW�
MR�XLI�GPMIRX�[MXL�MHIEP�VERKI�SJ�QSXMSR�ERH�WXEFMPM^EXMSR�TEXXIVRW��MX�GER�FI�HIXVMQIRXEP�XS�XLI�NSMRXW�SJ�
XLI�PS[�FEGO��TIPZMW��ERH�SV�ORIIW�MR�XLI�GPMIRX�[LS�HSIW�RSX�TSWWIWW�XLSWI�WEQI�GETEFMPMXMIW�

/)=��8LI�GPMIRX�WLSYPH�FI�MRWXVYGXIH�XS�WUYEX�XS�XLI�HITXL�[LIVI�XLI]�GER�QEMRXEMR�MHIEP�EPMKRQIRX�
ERH�GIRXVEXMSR�SJ�EPP�XLI�NSMRXW�SJ�XLI�WTMRI��TIPZMW��ERH�PS[IV�OMRIXMG�GLEMR�
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%08)62%8-:)�759%8�4%88)627
6XSSRUWLQJ�WKH�DUPV�RQ�D�VWDEOH�VXUIDFH�RU�75;�FDQ�KHOS�D�FOLHQW�GHYHORS�FRPSHWHQF\�DQG�FRQ¿GHQFH�LQ�
SHUIRUPLQJ�WKH�VTXDW�SDWWHUQ��7KLV�DOVR�DOORZV�IRU�HDVLHU�PDLQWHQDQFH�RI�WKH�73&�GXULQJ�WKH�PRYHPHQW��
7KH�FOLHQW�VTXDWV�DV�GHHS�DV�WKH\�DUH�DEOH�ZKLOH�PDLQWDLQLQJ�ORZHU�H[WUHPLW\�MRLQW�FHQWUDWLRQ�DQG�73&�
VWDELOLW\��'XULQJ�HLWKHU�SDWWHUQ��WKH�FOLHQW�FDQ�KROG�LVRPHWULFDOO\�DW�WKH�ERWWRP�RI�WKHLU�UDQJH�DQG�WDNH�
�±�� GHHS� EUHDWKV��7KLV� KHOSV� WR� FRRUGLQDWH� KLS� ORDGLQJ� DQG� GLDSKUDJPDWLF� EUHDWKLQJ��ZKLFK� KDV� D�
IXQFWLRQDO�FDUU\�RYHU�WR�DFWLYLWLHV�RI�GDLO\�OLYLQJ��

6XSSRUWHG�VTXDW��� � � � ����������75;�VXSSRUWHG�VTXDW�

2QFH�WKH�FOLHQW�XQGHUVWDQGV�KRZ�WR�PDLQWDLQ�WKHLU�IRUP�WKURXJK�VXSSRUWHG�VTXDWV��WKH\�DUH�SURJUHVVHG�
WR�XQVXSSRUWHG�YHUVLRQV��7KH�FOLHQW�FDQ�SODFH�RQH�KDQG�XSRQ�KLV�FKHVW�DQG�RQH�KDQG�XSRQ�KLV�DEGRPHQ�
WR�KHOS�FXH�SURSHU�PDLQWHQDQFH�RI�WKH�73&�GXULQJ�WKH�VTXDW�SDWWHUQ�

73&�FRQWURO�GXULQJ�VTXDW��DQWHULRU�OHIW����VLGH�ULJKW��
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2QFH�WKH�FOLHQW�FDQ�DFKLHYH�D�SHUIHFW�VTXDW�SDWWHUQ��WKH�SDWWHUQ�FDQ�EH�ORDGHG�ZLWK�GXPEEHOOV��FDEOH�
PDFKLQHV��RU�PHGLFLQH�EDOOV��7KH�SODFHPHQW�RI�WKH�EDUEHOO�RQ�WKH�XSSHU�WKRUDFLF�VSLQH�WHQGV�WR�¿[DWH�
WKH�WKRUDFLF�VSLQH��VR�EDUEHOO�VTXDWV�DUH�QRW�SHUIRUPHG�E\�WKRVH�LQGLYLGXDOV�ZLWK�SRRU�73&�VWDELOLW\��
$GGLWLRQDOO\��NHHSLQJ�WKH�KDQGV�LQ�IURQW�RU�DW�WKH�VLGHV�RI�WKH�ERG\�KHOSV�XQORDG�WKH�VSLQH�IURP�WKH�
GHOHWHULRXV�HIIHFWV�RI�KHDY\�EDUEHOO�VTXDWV�ZKHQ�WUDLQLQJ�WKH�JHQHUDO�SRSXODWLRQ�FOLHQW��

*REOHW�VTXDWV�DQG�GXPEEHOO�VTXDWV�DUH�VDIHU�
VTXDW� SDWWHUQV� WKDQ� WKH� EHKLQG�WKH�QHFN�
EDUEHOO�YHUVLRQV�DQG�DOORZ�WKH�LQGLYLGXDO�WR�
PDLQWDLQ�WKHLU�73&��*REOHW�VTXDW��ULJKW��

'%�VTXDW�VLGH�YLHZ��OHIW���DQWHULRU�YLHZ��ULJKW���7KH�'%�VTXDW�SDWWHUQ�DV�GHPRQVWUDWHG�DERYH�LV�YHU\�
VLPLODU� WR� WKH�GHDGOLIW�SDWWHUQ�GHVFULEHG�RQ�SDJH������7KH�ELJJHVW�GLIIHUHQFH� LV� WKHUH� LV�PRUH�NQHH�
ÀH[LRQ�LQ�WKH�VTXDW�YHUVLRQ��7R�PDNH�LW�PRUH�OLNH�D�WUDGLWLRQDO�VTXDW�SDWWHUQ��WKH�FOLHQW�VKRXOG�SRVLWLRQ�
WKHLU�WUXQN�LQ�D�PRUH�XSULJKW�SRVLWLRQ�
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*LYHQ�WKH�GHPDQGV�RQ�WKH�FRUH�PXVFXODWXUH�DQG�VFDSXODU�VWDELOL]HUV��WKH�RYHUKHDG�VTXDW�SDWWHUQ�VKRXOG�
RQO\�EH�SHUIRUPHG�ZLWK�FOLHQWV�ZKR�GHPRQVWUDWH�SHUIHFW�VTXDW�PHFKDQLFV��$GGLWLRQDOO\��WKH�RYHUKHDG�
YHUVLRQ�UHTXLUHV�VLJQL¿FDQW�ÀH[LELOLW\�RI�WKH�VKRXOGHU�DQG�KLS�FRPSOH[HV�WR�HQDEOH�WKH�VSLQH�DQG�SHOYLV�
WR�UHPDLQ�LQ�D�QHXWUDO�SRVLWLRQ��VR�WKHVH�SRVLWLRQV�VKRXOG�EH�FORVHO\�PRQLWRUHG�GXULQJ�WKH�SDWWHUQ��

7KH�RYHUKHDG�VTXDW�DJDLQVW�UHVLVWDQFH�UHTXLUHV�
HYHQ�JUHDWHU�VKRXOGHU�DQG�FRUH�VWDELOLW\�DV�ZHOO�
DV� XSSHU� H[WUHPLW\� ÀH[LELOLW\�� 7KLV� UHTXLUHV�
WKDW� WKH�FOLHQW� LV�DEOH�WR�XSZDUGO\�URWDWH�DQG�
SRVWHULRUO\�WLOW�WKH�VFDSXOD�ZKLOH�PDLQWDLQLQJ�
WKH�XSSHU�DUPV�LQ�D�ORFNHG��RYHUKHDG�SRVLWLRQ��
,W� LV� LPSRUWDQW� WKDW� WKH� FOLHQW� RQO\� VTXDW� WR�
WKH� SRLQW�ZKHUH� WKH\� FDQ�PDLQWDLQ� D� QHXWUDO�
DOLJQPHQW� RI� WKHLU� VSLQH�� SHOYLV�� DQG� ORZHU�
DQG�XSSHU� H[WUHPLWLHV� WKURXJKRXW� DQ\�RI� WKH�
RYHUKHDG�VTXDW�SDWWHUQV��

%H�VXUH�WKDW�WKH�FOLHQW�FDQ�PDLQWDLQ�D�QHXWUDO�
VSLQH� DQG� VFDSXODU� SRVLWLRQ� WKURXJKRXW� WKH�
SDWWHUQ�

%HFDXVH� WKH� DV\PPHWULFDO� RYHUKHDG� VTXDW��
LV� RQH� RI� WKH� PRVW� GHPDQGLQJ� LQWHJUDWLYH�
SDWWHUQV��LW�VKRXOG�RQO\�EH�SHUIRUPHG�E\�WKRVH�
LQGLYLGXDOV� GHPRQVWUDWLQJ� FRPSOHWH� FRUH��
VFDSXODU��DQG�ORZHU�H[WUHPLW\�VWDELOLW\��
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0):)0�-:��7-2+0)�0)+�759%8
)RU�FOLHQWV�ZKR�KDYH�SURJUHVVHG�WR�D�PRUH�DGYDQFHG�OHYHO��WKHUH�LV�QR�H[HUFLVH�WKDW�KDV�EHWWHU�IXQFWLRQDO�
FDUU\�RYHU�WR�UHDO�OLIH�DQG�VSRUW�WKDQ�WKH�VLQJOH�OHJ�VTXDW��6/6���7KH�6/6�FDQ�GLUHFWO\�LPSURYH�HYHU\�
DVSHFW�RI� WKH� ORZHU� H[WUHPLW\�� IURP� WKH� IHHW� WKURXJK� WR� WKH�SHOYLV��$GGLWLRQDOO\�� WKH�6/6� LQFUHDVHV�
WKH�ORDG�RQ�WKH�ORZHU�H[WUHPLW\�ZLWKRXW�WKH�DGGLWLRQDO�VSLQDO�ORDGV�WKDW�DFFRPSDQ\�PRUH�WUDGLWLRQDO�
EDUEHOO�VTXDWV��$QG�WKH�6/6�FDQ�EH�WKH�OLWPXV�WHVW�IRU�UHWXUQ�WR�VSRUW�IRU�FOLHQWV�RU�DWKOHWHV�±�LI�WKH\�
FDQQRW�SHUIRUP�D�SHUIHFW�6/6�VTXDW��WKH\�DUH�QRW�UHDG\�WR�UHWXUQ�WR�WKHLU�VSRUW��7KHUH�DUH�VHYHUDO�NH\V�
WR�SHUIRUPLQJ�D�VLQJOH�OHJ�VTXDW��ZKLFK�ZLOO�EH�GHVFULEHG�EHORZ��

/I]�8S�4IVJSVQERGI
7MRKPI�0IK�7UYEX

8LI�GPMIRX�WXERHW�SR�SRI�PIK�[MXL�XLI�JSSX��ORII��ERH�LMT�EPMKRIH�

8LI�LIEH��XVYRO��ERH�TIPZMW�QYWX�VIQEMR�MR�E�RIYXVEP�TSWMXMSR�ERH�VIQEMR�VIPEXMZIP]�WXEXMSREV]�XLVSYKLSYX�
XLI�QSXMSR�

8LI� LIEH� ERH� I]IW� WLSYPH� VIQEMR� PIZIP� [MXL� XLI� LSVM^SR� ¯� XLI� GPMIRX� WLSYPH� RSX� PSSO� YT� EW� XLMW�
IRGSYVEKIW�GIVZMGSXLSVEGMG�I\XIRWMSR��

'SVI�EGXMZEXMSR�WLSYPH�FI�QEMRXEMRIH�XLVSYKLSYX�XLI�QSXMSR��

8LI�ORIIW�WLSYPH�XVEGO�MR�XLI�WEQI�TPERI�EW�XLI�JIIX��ORIIW�WLSYPH�XVEGO�ETTVS\MQEXIP]�FIX[IIR�HMKMXW�
�¯��SJ�XLI�JSSX
�

8LI�ORIIW�WLSYPH�RSX�HIZMEXI�QIHMEPP]��EHHYGXMSR
�SV�PEXIVEPP]��EFHYGXMSR
�EX�ER]�TSMRX�XLVSYKLSYX�XLI�
QSXMSR�

8LI�XMFME��PS[IV�PIK
�ERH�JIIX�WLSYPH�VIQEMR�RIYXVEP�XLVSYKLSYX�XLI�QSZIQIRX��

8LI�GPMIRX�WLSYPH�FI�EFPI�XS�QEMRXEMR�XLI�JSSX�XVMTSH�XLVSYKLSYX�XLI�TEXXIVR�

8LI]�WUYEX�YRXMP�XLIMV�XLMKLW�EVI�ETTVS\MQEXIP]�TEVEPPIP�SV�WPMKLXP]�FIPS[��8LI�HITXL�SJ�WUYEX�MW�HITIRHIRX�
SR�XLI�GPMIRX´W�EFMPMX]�XS�QEMRXEMR�RIYXVEP�EPMKRQIRX�¯�EW�WSSR�EW�XLI]�EVI�YREFPI�XS�QEMRXEMR�ER]�SJ�XLI�
EJSVIQIRXMSRIH�OI]W��XLI]�EVI�WXSTTIH�JVSQ�HIWGIRHMRK�ER]�PS[IV�

8LI]�PMJX�YT�JVSQ�XLI�LMTW��FIMRK�WYVI�RSX�XS�SZIVEGXMZEXI�XLI�KPYXIW�EX�XLI�XST�SJ�XLI�QSXMSR�

8LI�TEXXIVR�GER�FI�TVSKVIWWIH�F]�MRXVSHYGMRK�EVQ�ERH�PIK�QSXMSR��WMQYPEXMRK�E�VYRRMRK�KEMX��&IKMR�MR�
WTPMX�WXERGI�XS�WMRKPI�PIK��TVSKVIWWMRK�XS�QEMRXEMRMRK�XLI�707�JSV�XLI�IRXMVI�I\IVGMWI���

-J� XLI� GPMIRX� MW� YREFPI� XS� QEMRXEMR� WTMRI� SV� PS[IV� I\XVIQMX]� EPMKRQIRX�� SV� HIQSRWXVEXIW� I\GIWWMZI�
MRWXEFMPMX]�XLVSYKL�XLI� PS[IV�I\XVIQMX]��TIPZMW��SV�XVYRO��XLI]�QYWX�FI�VIKVIWWIH�XS�XLI�WTPMX�WUYEX�SV�
WYTTSVXIH�ZIVWMSR�

'0-)28�7)27%8-32��8LI�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�EVI�EFPI�XS�QEMRXEMR�EPMKRQIRX�XLVSYKLSYX�
XLI�TEXXIVR��8LI]�WLSYPH�JIIP�EW�MJ�XLIMV�TSWXIVMSV�LMT�MW�HSMRK�QSWX�SJ�XLI�[SVO�



���&+$37(5�1,1(���.(<�3$77(516�$1'�029(0(17�352*5(66,216�)25�7+(�+,3�&203/(;�$1'�/2:(5�(;75(0,7<��_

6LQJOH�OHJ�VTXDW��VLGH�YLHZ��� � � ����������6LQJOH�OHJ�VTXDW��DQWHULRU�YLHZ��

740-8�759%8�
6SOLW�VTXDW�SDWWHUQV�DUH�D�SURJUHVVLRQ�RI�WKH�EDVLF�VTXDW�SDWWHUQ�DQG�DUH�DQRWKHU�HIIHFWLYH�ZD\�WR�WUDLQ�
WKH�OXPERSHOYLF�KLS�FRPSOH[��DV�UDUHO\�LQ�OLIH�DUH�PRYHPHQWV�SHUIRUPHG�ZLWK�WKH�OHJV�LQ�D�SDUDOOHO�
SRVLWLRQ��7KH�EDOO�VSOLW�VTXDW�LV�D�JUHDW�ZD\�WR�SHUIRUP�WKH�SDWWHUQ�ZLWK�FOLHQWV�ZKR�DUH�MXVW�OHDUQLQJ�WKH�
PRYHPHQW��UHKDELOLWDWLQJ�DQ�LQMXU\��RU�KDYH�VWDELOLW\�LVVXHV���

/I]�8S�4IVJSVQERGI
7TPMX�7UYEX

8LI�GPMIRX�WIXW�YT�MR�E�WTPMX�WXERGI�TSWMXMSR�[MXL�XLIMV�PYQFEV�WTMRI�EKEMRWX�E�WXEFMPMX]�FEPP��

8LI�JIIX�EVI�ETTVS\MQEXIP]�E�GSQJSVXEFPI�LMT�[MHXL�ETEVX�ERH�XLI�LERHW�EVI�LIPH�MR�JVSRX�SJ�XLI�FSH]�

8LI� LIEH�� XVYRO�� ERH� TIPZMW� WLSYPH� FI� MR� RIYXVEP� TSWMXMSR� XS� FIKMR� ERH� VIQEMR� VIPEXMZIP]� WXEXMSREV]�
XLVSYKLSYX�XLI�QSXMSR��'SVI�EGXMZEXMSR�WLSYPH�FI�QEMRXEMRIH�XLVSYKLSYX�XLI�TEXXIVR��

8LI� LIEH� ERH� I]IW� WLSYPH� VIQEMR� PIZIP� [MXL� XLI� LSVM^SR� ¯� XLI� GPMIRX� WLSYPH� RSX� PSSO� YT�� EW� XLMW�
IRGSYVEKIW�XLSVEGSPYQFEV�I\XIRWMSR���

8LI�GPMIRX�WLSYPH�FIKMR�XLI�QSZIQIRX�F]�WMXXMRK�FEGO�MR�XLIMV�PIEH�LMT�ERH�PS[IVMRK�XLI�FSH]���

8LI�ORIIW�WLSYPH�XVEGO�MR�XLI�WEQI�TPERI�EW�XLI�JIIX��ORIIW�WLSYPH�XVEGO�ETTVS\MQEXIP]�FIX[IIR�HMKMXW�
�¯��SJ�XLI�JSSX
�
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/HYHO�,��6SOLW�VTXDW�DJDLQVW�D�EDOO��� � ���������/HYHO�,,��6SOLW�VTXDW�ZLWKRXW�VXSSRUW�

/HYHO�,,,��6SOLW�VTXDW�ZLWK�HOHYDWHG�UHDU�OHJ�� ���������/HYHO�,9��6SOLW�VTXDW�WR�VLQJOH�OHJ�VWDQFH�

8LI�ORIIW�WLSYPH�RSX�HIZMEXI�QIHMEPP]��EHHYGXMSR
�SV�PEXIVEPP]��EFHYGXMSR
�EX�ER]�TSMRX�XLVSYKLSYX�XLI�
QSXMSR�

8LI�GPMIRX´W�JIIX�WLSYPH�VIQEMR�RIYXVEP�XLVSYKLSYX�XLI�QSZIQIRX�ERH�XLI]�WLSYPH�FI�EFPI�XS�QEMRXEMR�
XLI�JSSX�XVMTSH�XLVSYKLSYX�XLI�TEXXIVR�

8LI]�WUYEX�YRXMP�XLIMV�XLMKLW�EVI�ETTVS\MQEXIP]�TEVEPPIP�XS�XLI�¾SSV��8LI�HITXL�SJ�WUYEX�MW�HITIRHIRX�
SR�XLI�GPMIRX´W�EFMPMX]�XS�QEMRXEMR�RIYXVEP�EPMKRQIRX�¯�EW�WSSR�EW�XLI]�EVI�YREFPI�XS�QEMRXEMR�ER]�SJ�XLI�
EJSVIQIRXMSRIH�OI]W��XLI]�EVI�WXSTTIH�JVSQ�HIWGIRHMRK�ER]�PS[IV��

8LI]�PMJX�YT�JVSQ�XLI�LMTW��FIMRK�WYVI�RSX�XS�SZIVEGXMZEXI�XLI�KPYXIW�EX�XLI�XST�SJ�XLI�QSXMSR�

3RGI�XLI�TEXXIVR�LEW�FIIR�PIEVRIH��MX�GER�FI�PSEHIH�[MXL�QIHMGMRI�FEPPW��OIXXPIFIPPW��SV�HYQFFIPPW��

8LMW�TEXXIVR�GER�FI�TVSKVIWWIH�XS�XLI�YRWYTTSVXIH��IPIZEXIH��ERH�WMRKPI�PIK�WXERGI�

'0-)28�7)27%8-32��8LI�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�EVI�EFPI�XS�QEMRXEMR�EPMKRQIRX�XLVSYKLSYX�
XLI�TEXXIVR�ERH�WLSYPH�JIIP�EW�MJ�XLI�LMTW�EVI�HSMRK�QSWX�SJ�XLI�[SVO�
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092+)7
/XQJHV�DUH�DPRQJ�WKH�PRVW�IXQFWLRQDO�H[HUFLVHV�WKDW�FDQ�EH�SHUIRUPHG�IRU�ERWK�WKH�FRUH�DQG�ORZHU�
NLQHWLF� FKDLQ�� 3URSHU� OXQJH�PHFKDQLFV� DUH� QHFHVVDU\�� ZKHWKHU� IRU� SLFNLQJ� XS� D� FKLOG� RU� D� EDJ� RI�
JURFHULHV��RU� IRU�SHUIRUPLQJ�D� ODWHUDO�PDQHXYHU�ZKLOH�HQJDJLQJ� LQ�D� VSRUWLQJ�DFWLYLW\��:KDW�PDNHV�
OXQJHV�H[WUHPHO\�HIIHFWLYH�LV�WKDW�WKH\�HPSKDVL]H�ORDGLQJ�RI�WKH�KLSV��NQHHV��DQG�DQNOHV�DQG�FDQ�EH�
SHUIRUPHG�LQ�VHYHUDO�SODQHV�RI�PRWLRQ��)URQWDO�DQG�WUDQVYHUVH�SDWWHUQV�LPSURYH�DWKOHWLF�PRYHPHQWV�LQ�
DFWLYLWLHV�VXFK�DV�UHDFKLQJ�LQ�WHQQLV��FXWWLQJ�WR�WKH�VLGH�LQ�EDVNHWEDOO��RU�WKH�SLYRW�DQG�JR�PRYHPHQW�WKDW�
D�GHIHQVLYH�EDFN�PD\�SHUIRUP�LQ�IRRWEDOO��

3URSHU�SURJUHVVLRQV�EHJLQ�ZLWK�PDLQWDLQLQJ�D�QHXWUDO�VSLQH�SRVLWLRQ�WKURXJKRXW�WKH�ORDGLQJ��HFFHQWULF��
DQG�XQORDGLQJ��FRQFHQWULF��SKDVHV�RI�WKH�PRYHPHQW��7KH�IRFXV�RQ�WKH�SDWWHUQ�LV�PRYHPHQW�WKURXJK�WKH�
KLSV�ZKLOH�PDLQWDLQLQJ�D�QHXWUDO��VWDEOH�VSLQH�SRVLWLRQ��ZKLFK�KHOSV�WR�OLPLW�VSLQDO�ORDGLQJ�DQG�ORZHU�
H[WUHPLW\�LQVWDELOLW\��

/I]�8S�4IVJSVQERGI
6IEGLMRK�0YRKI

8LI�GPMIRX�WXEVXW�MR�ER�YTVMKLX��RIYXVEP�WTMRI�TSWXYVI�[MXL�XLIMV�GSVI�EGXMZEXIH��

8LI]�XEOI�E�WXIT�JSV[EVH��VIEGLMRK�XLI�EVQW�XS[EVHW�XLI�¾SSV��

8LI]�TMZSX�EVSYRH�XLI�JSV[EVH�LMT��QEMRXEMRMRK�E�RIYXVEP�WTMRI�TSWXYVI��

9WMRK�XLI�JVSRX�LMT��XLI�GPMIRX�TYWLIW�XLIQWIPZIW�FEGO�XS�XLI�WXEVXMRK�TSWMXMSR��

8LIVI�WLSYPH�FI�RS�I\GIWWMZI�QSXMSR�MR�XLI�WTMRI�EW�XLI]�TYWL�XLIQWIPZIW�FEGO�XS�XLI�WXEVX��

8LI� LIEH�� XVYRO�� ERH� TIPZMW� WLSYPH� FI� MR� RIYXVEP� TSWMXMSR� XS� FIKMR� ERH� VIQEMR� VIPEXMZIP]� WXEXMSREV]�
XLVSYKLSYX�XLI�QSXMSR��

4VSKVIWW�XLI�GPMIRX�XS�XLI�JVSRXEP�ERH�XVERWZIVWI�TEXXIVRW�

'0-)28�7)27%8-32��8LI�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�EVI�EFPI�XS�QEMRXEMR�EPMKRQIRX�XLVSYKLSYX�
XLI�TEXXIVR�ERH�WLSYPH�JIIP�EW�MJ�XLIMV�JVSRX�LMT�ERH�PIK�EVI�HSMRK�QSWX�SJ�XLI�[SVO�
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/XQJH�� VDJLWWDO� SODQH��
IURQWDO�SODQH��WUDQVYHUVH�
SODQH��DQWHULRU�YLHZ��

/XQJH�� VDJLWWDO� SODQH��
IURQWDO�SODQH��WUDQVYHUVH�
SODQH��VLGH�YLHZ��

/I]�8S�7YGGIWW
0YRKI�4EXXIVRW

0YRKI�TEXXIVRW�EVI�ER�I\GIPPIRX�[E]�XS�XVEMR�XLI�IRXMVI�I\XIRWSV�GLEMR�[LMPI�MQTVSZMRK�SZIVEPP�FEPERGI�
ERH�¾I\MFMPMX]�SJ�XLI�PS[IV�I\XVIQMX]��&]�QSHMJ]MRK�XLI�PIRKXL�ERH�HITXL��RIEVP]�ER]SRI�GER�FIRI½X�JVSQ�
TIVJSVQMRK�PYRKIW��(IGVIEWMRK�XLI�PIRKXL��HITXL��ERH�WTIIH�[MPP�FI�ETTVSTVMEXI�JSV�SPHIV�GPMIRXW�SV�JSV�
XLSWI�[MXL�PS[�FEGO�SV�LMT�MRWXEFMPMXMIW��[LIVIEW�MRGVIEWMRK�XLI�PIRKXL��HITXL��WTIIH��ERH�I\XIVREP�PSEHW�
[MPP�FIRI½X�QSVI�EXLPIXMG�MRHMZMHYEPW�



���&+$37(5�1,1(���.(<�3$77(516�$1'�029(0(17�352*5(66,216�)25�7+(�+,3�&203/(;�$1'�/2:(5�(;75(0,7<��_

$IWHU�PDVWHULQJ�WKH�PRYHPHQW�ZLWK�ERG\�ZHLJKW��OXQJHV�FDQ�EH�ORDGHG�ZLWK�GXPEEHOOV��ZHLJKW�YHVWV��
PHGLFLQH�EDOOV��RU� UHVLVWLYH�EDQGV� WR� LQFUHDVH� WKH�GHPDQG�RQ� WKH�HQWLUH�H[WHQVRU�FKDLQ��%H�VXUH� WKH�
FOLHQW�PDLQWDLQV�QHXWUDO�VSLQH�DQG�VFDSXODU�SRVLWLRQV�WKURXJKRXW�WKH�SDWWHUQV��/LNHZLVH��WKHUH�VKRXOG�
EH�QR�FKDQJHV�LQ�ORZHU�H[WUHPLW\�SRVLWLRQLQJ�EHWZHHQ�WKH�ERG\�ZHLJKW�DQG�ORDGHG�YHUVLRQV��

/XQJH���
VDJLWWDO�SODQH��OHIW���
IURQWDO�SODQH��PLGGOH���
WUDQVYHUVH�SODQH��ULJKW��

7KH� FURVV�RYHU� OXQJH� ZLWK� UHDFK� DGGV� DGGLWLRQDO� FKDOOHQJHV� WR� WKH� KLS�
FRPSOH[��PDNLQJ�LW�DQ�LGHDO�UHWXUQ�WR�VSRUW�RU�KLJKHU�OHYHO�SURJUHVVLRQ��7KH�
NH\�LV�WR�HQVXUH�WKDW�WKH�URWDWLRQ�FRPHV�IURP�WKH�KLS�DQG�QRW�WKH�NQHH�±�WKH�
KLS��NQHH��DQG�DQNOH�VKRXOG�UHPDLQ�LQ�D�VWUDLJKW�OLQH�WKURXJKRXW�WKH�SDWWHUQ��

092+)�;-8,�638%8-32
7KH�OXQJH�ZLWK�URWDWLRQ�LV�XWLOL]HG�WR�LPSURYH�LQWHUQDO�KLS�URWDWLRQ�DQG�GHFHOHUDWLRQ�PHFKDQLFV�RI�WKH�
IRUZDUG�KLS��7KH�FOLHQW�EHJLQV�ZLWK�QHXWUDO�VSLQH�DQG�FRUH�DFWLYDWLRQ�DQG�WKHQ�SURFHHGV�E\�WDNLQJ�D�
VWHS�IRUZDUG�ZKLOH�URWDWLQJ�WKH�SHOYLV�WRZDUGV�WKH�IRUZDUG�OHJ��7KH\�VWDELOL]H�DQG�WKHQ�SXVK�WKURXJK�
WKH�KLS�DQG�WKLJK�WR�UHWXUQ�WR�WKH�VWDUWLQJ�SRVLWLRQ��7KH�URWDWLRQ�FRPHV�IURP�WKH�KLS�ZLWK�PLQLPDO�
URWDWLRQ�IURP�WKH�VSLQH��$OWKRXJK�ERWK�DUH�QHFHVVDU\�SDUWV�RI�QRUPDO�ELRPHFKDQLFV��WKHUH�VKRXOG�EH�
PLQLPDO�URWDWLRQ�DW�WKH�NQHH�DQG�SURQDWLRQ�WKURXJK�WKH�DQNOH�GXULQJ�WKH�PRWLRQ��7KH�FOLHQW�SODFHV�
WKHLU�DUPV�RQ�WKH�SHOYLV�VR�WKDW�WKH\�FDQ�PRQLWRU�LWV�PRYHPHQW�DURXQG�WKH�VWDWLRQDU\�ORZHU�OLPE��
7KHLU�KHDG�IDFHV�VWUDLJKW�IRUZDUG�VR�URWDWLRQ�RFFXUV�WKURXJK�WKHLU�VSLQH��PDNLQJ�WKLV�D�JUHDW�ZD\�WR�
WUDLQ�GLVVRFLDWLRQ�RI�WKH�KHDG�IURP�WKH�WUXQN��
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6WHSSLQJ� OXQJH�ZLWK� URWDWLRQ�� LQWHUQDO� URWDWLRQ�
�DERYH�OHIW���H[WHUQDO�URWDWLRQ��DERYH�ULJKW��

$GGLWLRQDOO\��WKH�OXQJH�ZLWK�URWDWLRQ�LV�DQ�H[FHOOHQW�ZD\�WR�WUDLQ�VWDELOL]DWLRQ�PHFKDQLFV�LQ�WKH�ORZHU�
H[WUHPLW\�ZKLOH�VXEVHTXHQWO\�WUDLQLQJ�WUXQN�URWDWLRQ��7KH�FOLHQW�EHJLQV�E\�KROGLQJ�WKH�DUPV�LQ�IURQW�
RI�WKH�ERG\��SDUDOOHO�WR�WKH�ÀRRU��7KH\�VWHS�LQWR�D�OXQJH�SRVLWLRQ��VLPXOWDQHRXVO\�URWDWLQJ�WRZDUGV�WKH�
IRUZDUG�OHJ�� LQGXFLQJ�LQWHUQDO�KLS�URWDWLRQ��7KH\�WKHQ�VWHS�EDFN�WR� WKH�VWDUWLQJ�SRVLWLRQ�DQG�UHSHDW��
3HUIRUPLQJ�WKH�VDPH�SDWWHUQ�ZKLOH�URWDWLQJ�DZD\�IURP�WKH�IRUZDUG�OHJ�LV�XVHG�WR�WUDLQ�GHFHOHUDWLRQ�RI�
DQ�H[WHUQDO�URWDWLRQ�IRUFH�RI�WKH�IRUZDUG�OHJ��5RWDWLRQ�VKRXOG�RFFXU�WKURXJK�WKH�IRUZDUG�KLS�DQG�VSLQH��
DQG�WKH�FOLHQW�PXVW�PDLQWDLQ�DOLJQPHQW�RI�WKH�DQNOH��NQHH��KLS��DQG�SHOYLV��,I�WKH�FOLHQW�KDV�GLI¿FXOW\�
PDLQWDLQLQJ�EDODQFH�RU�VWDELOLW\��VKRUWHQ�WKH�OHQJWK�RI�WKH�VWDQFH�DQG�RU�WKH�DPRXQW�RI�WUXQN�URWDWLRQ��

�

6WHSSLQJ� OXQJH�ZLWK� URWDWLRQ�� LQWHUQDO� URWDWLRQ�
ELDV��OHIW���H[WHUQDO�URWDWLRQ�ELDV��ULJKW��

70-()�&3%6(�%2(�78%&-0-8=�&%00�092+)�4%88)627
7KH�EDVLF�VDJLWWDO�DQG�IURQWDO�SODQH�OXQJH�FDQ�EH�SHUIRUPHG�RQ�D�VOLGH�ERDUG�RU�VWDELOLW\�EDOO��WKHUHE\�
DGGLQJ�DQ�DGGLWLRQDO�FKDOOHQJH�WR�WKH�SDWWHUQ��7KH�FOLHQW�EHJLQV�E\�ÀH[LQJ�WKH�IRUZDUG�KLS�ZKLOH�WKH�
RSSRVLWH�IRRW�LV�VOLG�DORQJ�WKH�ERDUG��7KH�UDQJH�RI�PRWLRQ�GXULQJ�DQ\�RI�WKH�VOLGH�ERDUG�RU�EDOO�OXQJHV�LV�
GHWHUPLQHG�E\�WKH�FOLHQW¶V�DELOLW\�WR�PDLQWDLQ�QHXWUDO�VSLQH�DQG�SHOYLV��WKH�DYDLODEOH�UDQJH�RI�KLS�ÀH[LRQ�
RI�WKH�IRUZDUG�OHJ��WKH�DYDLODEOH�OHQJWK�LQ�WKH�UHFWXV�IHPRULV�DQG�KLS�ÀH[RUV�LQ�WKH�UHDU�OHJ��VDJLWWDO�
SODQH�YHUVLRQ���DQG�WKH�DYDLODEOH�OHQJWK�RI�WKH�KLS�DGGXFWRUV�LQ�WKH�VOLGLQJ�OHJ��IURQWDO�SODQH�YHUVLRQ���
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6DJLWWDO�DQG�IURQWDO�SODQH�VOLGH�ERDUG�OXQJH��DQWHULRU��OHIW���VLGH��ULJKW��

6DJLWWDO�DQG�IURQWDO�SODQH�VOLGH�ERDUG�OXQJH�WR�VLQJOH�OHJ�VWDQFH��DQWHULRU��OHIW���VLGH��ULJKW��

6DJLWWDO�DQG�IURQWDO�SODQH�EDOO�OXQJH��DQWHULRU��OHIW���VLGH��ULJKW��

6DJLWWDO�DQG�IURQWDO�SODQH�VOLGH�ERDUG�OXQJH�ZLWK�DUP�GULYHUV��DQWHULRU��OHIW���VLGH��ULJKW��
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78)4�947
:KHWKHU�ZDONLQJ� GRZQ� D� ÀLJKW� RI� VWDLUV� RU� VWHSSLQJ� RQWR� D� FXUE�� VWDLUV� DUH� D� QHFHVVDU\� WDVN� RI�
PRGHUQ�OLIH��8QIRUWXQDWHO\��VWDLUV�SUHVHQW�D�UHDO�FKDOOHQJH�IRU�PDQ\�FOLHQWV�ZLWK�NQHH�SDLQ��7KH�VWHS�
XS�SDWWHUQ�LV�D�JUHDW�ZD\�WR�LPSURYH�D�FOLHQW¶V�PHFKDQLFV�VR�WKH\�FDQ�VXFFHVVIXOO\�KDQGOH�VWDLUV�RU�
VWHS�XS�DQG�GRZQ�RII�D�UDLVHG�VXUIDFH��$GGLWLRQDOO\��VWHS�XSV�DUH�DQ�H[FHOOHQW�ZD\�WR�WUDLQ�WKH�HQWLUH�
H[WHQVRU�FKDLQ��JOXWHXV�PD[LPXV��KDPVWULQJV��DQG�JDVWURFQHPLXV�VROHXV�FRPSOH[��ZKLOH�HQVXULQJ�
SURSHU�PHFKDQLFV� WKURXJK� WKH�DQNOH��NQHH��DQG�KLS�FRPSOH[HV��1HDUO\�HYHU\�FOLHQW�� UHJDUGOHVV�RI�
WKHLU�DELOLW\��FDQ�SHUIRUP�VWHS�XSV�LI�WKH\�DUH�SURJUHVVHG�DSSURSULDWHO\��7KH�FKDOOHQJH�ZLWK�WKH�VWHS�
XS�LV�LQ�FOLHQWV�ZLWK�GHFUHDVHG�DQNOH�RU�KLS�PRELOLW\�DQG�SRRU�LQVWUXFWLRQV�LQ�LWV�H[HFXWLRQ��&OLHQWV�
ODFNLQJ�KLS�DQG�RU�DQNOH�UDQJH�RI�PRWLRQ�JHQHUDOO\�PDNH�LW�XS�ZLWK�LQFUHDVHG�NQHH�PRWLRQ��JHQHUDOO\�
E\�VKHDULQJ�WKURXJK�WKH�NQHH��7KH�RWKHU�PLVWDNH�FOLHQWV�JHQHUDOO\�PDNH�LV�WR�WXUQ�WKH�VWHS�XS�LQWR�D�
NQHH�GRPLQDQW�PRWLRQ�E\�H[WHQGLQJ�WKH�NQHHV�UDWKHU�WKDQ�OLIWLQJ�WKURXJK�WKH�KLSV�DQG�EULQJLQJ�WKH�
ERG\�XS�RYHU�WKH�IRRW��7KH�NH\�WR�LPSURYLQJ�WKH�VWHS�XS�SDWWHUQ�OLHV�LQ�LPSURYLQJ�GLVVRFLDWLRQ�DW�
WKH�DQNOH�DQG�RU�KLS�DQG�WKHQ�LPSURYLQJ�PHFKDQLFV��(TXDOO\�LPSRUWDQW�LV�XVLQJ�D�VWHS�KHLJKW�WKDW�LV�
DSSURSULDWH�IRU�WKH�FOLHQW¶V�KLS�UDQJH�RI�PRWLRQ�WKDW�DOORZV�WKHP�WR�VTXDUH�WKH�SHOYLV�WR�PDNH�WKLV�D�
KLS�GRPLQDQW�SDWWHUQ��VHH�EHORZ���

6TXDULQJ� WKH� SHOYLV� GXULQJ� WKH� VWHS�
XS� SDWWHUQ�� WKH� FOLHQW� FDQQRW� PDLQWDLQ�
D� VTXDUHG� SHOYLV� EHFDXVH� WKH� VWHS� LV�
WRR� KLJK� IRU� KLV� DYDLODEOH� UDQJH� RI� KLS�
ÀH[LRQ� �OHIW��� WKLV� FUHDWHV� XQOHYHOLQJ�
RI� WKH� SHOYLV�� ,I� KH� LV� XQDEOH� WR� VWDUW�
LQ� D� QHXWUDO� SHOYLF� SRVLWLRQ�� KH� ZLOO�
FRPSHQVDWH� WKURXJK� KLV� VSLQH� RU� ORZHU�
H[WUHPLW\�DV�KH�VWHSV�XS��1RWLFH�WKDW�KH�
LV�DEOH�WR�OHYHO�KLV�SHOYLV�RQFH�WKH�VWHSV�
DUH� ORZHUHG� WR� KLV� DYDLODEOH� UDQJH� RI�
PRWLRQ��ULJKW��

/I]�8S�4IVJSVQERGI
7XIT�9T

8LI�GPMIRX�FIKMRW�[MXL�SRI�PIK�SR�XLI�WXIT�¯�XLIMV�TIPZMW�MW�PIZIP��XLIMV�WTMRI�MW�MR�EPMKRQIRX��ERH�XLI]�
QEMRXEMR�EPMKRQIRX�XLVSYKL�XLI�JSSX��ORII��ERH�LMT��

8LI�QENSVMX]�SJ�XLIMV�[IMKLX�WLSYPH�FI�SR�XLI�JVSRX�PIK��ETTVS\MQEXIP]���	
�[MXL�PIWW�SR�XLI�FEGO�
PIK����	
��8LI�GPMIRX�TPERXEV�¾I\IW�XLI�EROPI�SJ�XLI�FEGO�PIK��OIITMRK�XLI�LMT��ORII��ERH�JSSX�SJ�XLI�
FEGO�PIK�MR�EPMKRQIRX�
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6WHS�XS��VDJLWWDO��OHIW���IURQWDO��ULJKW��

6WHS�XS�WR�VLQJOH�OHJ�VWDQFH��VDJLWWDO��OHIW���IURQWDO��ULJKW���

8LI�GPMIRX�WXITW�YT�SRXS�XLI�WXIT��PMJXMRK�XLVSYKL�XLI�QIHMEP�WXEFMPM^EXMSR�GLEMR��ERH�XLIR�WXITW�FEGO�HS[R��
IGGIRXVMGEPP]�GSRXVSPPMRK�XLI�HIWGIRX�XLVSYKL�XLI�QIHMEP�WXEFMPM^EXMSR�GLEMR��8LI�[IMKLX�MW�QEMRXEMRIH�SR�
XLI�JSV[EVH�PIK�IZIR�EW�XLI]�WXIT�FEGO�HS[R�¯�XLI]�WXIT�FEGO�ERH�TPEGI�XLI�XSIW�FEGO�SR�XLI�¾SSV��
QEMRXEMRMRK�XLI�QENSVMX]�SJ�XLI�[IMKLX�SR�XLI�JSV[EVH�PIK��

%�PIZIP�TIPZMW�ERH�RIYXVEP�WTMRI�WLSYPH�FI�QEMRXEMRIH�XLVSYKLSYX�XLI�TEXXIVR�

4VSKVIWW�XS�XLI�YRMPEXIVEP�TEXXIVR�SRGI�XLI�GPMIRX�GER�TIVJSVQ�X[IRX]�VITIXMXMSRW�SJ�XLI�FEWMG�ZIVWMSR�

'0-)28�7)27%8-32��8LI�GPMIRX�WLSYPH�JIIP�EW� MJ�XLI]�EVI� PMJXMRK�XLVSYKL�XLI�JSV[EVH�LMT�ERH�
QEMRXEMRW�XLI�QENSVMX]�SJ�XLI�[IMKLX�SR�XLI�JSV[EVH�PIK�MR�FSXL�XLI�WXIT�YT��GSRGIRXVMG
�ERH�WXIT�HS[R�
�IGGIRXVMG
�TLEWIW�
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*%61)6´7�;%0/7��70)(�497,)7��%2(�70)(�(6%+7
)DUPHU¶V�ZDONV�DQG�SXVKLQJ�DQG�SXOOLQJ�VOHGV�DUH�VRPH�RI�WKH�PRVW�HIIHFWLYH�IXQFWLRQDO�SDWWHUQV�IRU�
LPSURYLQJ�WUXQN�DQG�KLS�VWDELOLW\�DQG�GHYHORSLQJ�RYHUDOO�IXQFWLRQDO�VWUHQJWK��ZKLOH�OLPLWLQJ�WKH�SRWHQWLDOO\�
KLJK�VSLQDO�ORDGV�WKDW�UHVXOW�ZKHQ�SHUIRUPLQJ�WUDGLWLRQDO�EDUEHOO�VTXDWV�DQG�GHDGOLIWV��$OWKRXJK�WKHVH�
DUH�UHODWLYHO\�KLJK�OHYHO�IXQFWLRQDO�SDWWHUQV��FOLHQWV�ZKR�KDYH�GHYHORSHG�RSWLPDO�VWDELOLW\�DQG�VWUHQJWK�
FDQ�EH�SURJUHVVHG�VDIHO\�LQWR�WKHP��8QLODWHUDO�IDUPHU¶V�ZDONV�DUH�JUHDW�SDWWHUQV�IRU�GHYHORSLQJ�URWDU\�
VWDELOLW\�RI�WKH�WKRUDFRSHOYLF�FDQLVWHU��73&���$V�ZLWK�DOO�SDWWHUQV��WKH�FOLHQW�VKRXOG�EH�DEOH�WR�PDLQWDLQ�
D�ORQJ�VSLQH��LGHDO�VFDSXODU�DOLJQPHQW��DQG�73&�VWDELOL]DWLRQ�WKURXJKRXW�WKH�SDWWHUQV��

)DUPHU¶V� ZDON�� ELODWHUDO� SDWWHUQ�
�OHIW���XQLODWHUDO�SDWWHUQ��ULJKW��

6OHG�SXVK��KLJK�JULS��ORZ�JULS�
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7KH�FOLHQW�LQ�WKH�LPDJH�DERYH�ÀH[HV�WKURXJK�KLV�OXPEDU�VSLQH�DQG�K\SHUH[WHQGV�WKURXJK�KLV�WKRUDFLF�
VSLQH��7KLV�LV�D�FRPPRQ�SRVLWLRQ�LQ�FOLHQWV�ZLWK�VWLIIQHVV�LQ�WKH�WKRUD[�DQG�KLSV�DQG�K\SHUPRELOLW\�RI�
WKH�OXPEDU�VSLQH��$GGLWLRQDOO\��KH�RYHU�HOHYDWHV�KLV�VFDSXOD�DQG�K\SHUH[WHQGV�DW�WKH�FHUYLFRWKRUDFLF�
MXQFWLRQ�ZKLFK�RYHUORDGV�ERWK�WKH�VKRXOGHU�DQG�QHFN�UHJLRQ��

6OHG� GUDJV�� 7KH� VOHG� GUDJ��
SDWWHUQ� LV� YHU\� HIIHFWLYH� DW�
LPSURYLQJ�NQHH�VWDELOLW\�LQ�WKRVH�
FOLHQWV� WKDW� KDYH� GHYHORSHG�
UHODWLYHO\� JRRG� FRQWURO� RI�
WKHLU� ORZHU� H[WUHPLWLHV�� 7KH�
FOLHQW�PDLQWDLQV� D� QHXWUDO� VSLQH�
DQG� VFDSXORWKRUDFLF� FRQWURO�
WKURXJKRXW�WKH�SDWWHUQ��+H�VWHSV�
EDFNZDUGV� EHLQJ� VXUH� WR� VWHS�
WKURXJK� WKH� DQNOH� DQG� IRRW� DQG�
WKHQ� H[WHQGLQJ� WKH� NQHH�� +H�
PDLQWDLQV� DOLJQPHQW� RI� WKH�KLS��
NQHH��DQG�DQNOH�IRRW�WKURXJKRXW�
WKH�SDWWHUQ�
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46346-3')48-:)�2)963197'90%6�*%'-0-8%8-32
*0)<-32�%2(�)<8)27-32�4%88)627
3URSULRFHSWLYH� QHXURPXVFXODU� IDFLOLWDWLRQ� �31)�� ÀH[LRQ� DQG� H[WHQVLRQ� SDWWHUQV� DUH� IXQFWLRQDO�
SURJUHVVLRQV�RI�SXVKLQJ�DQG�SXOOLQJ�SDWWHUQV��7KH\�DUH�DPRQJ�WKH�PRVW�IXQFWLRQDO�FRUH�H[HUFLVHV�
DV� WKH\� FRRUGLQDWH�PRYHPHQWV� EHWZHHQ� WKH� HQWLUH� XSSHU� DQG� ORZHU� NLQHWLF� FKDLQ��7KH� H[WHQVLRQ�
SDWWHUQV� FRQGLWLRQ� WKH� HQWLUH� H[WHQVRU� FKDLQ� DQG� SRVWHULRU� URWDWRU� FXII�� ZKLOH� WKH� ÀH[LRQ� SDWWHUQ�
GRHV� OLNHZLVH�IRU� WKH�HQWLUH�ÀH[RU�FKDLQ�DQG�DQWHULRU� URWDWRU�FXII��(LWKHU�RI� WKHVH�SDWWHUQV�FDQ�EH�
PDGH�PRUH�FKDOOHQJLQJ�E\�LQFUHDVLQJ� WKH� ORDG�RU� LQFUHDVLQJ� WKH�VSHHG�RI�H[HFXWLRQ��%H�VXUH� WKDW�
WKH�LQGLYLGXDO�FDQ�SHUIRUP�DQG�FRQWURO�ERWK�WKH�VKRXOGHU�DQG�KLS�FRPSOH[HV�LQGLYLGXDOO\�SULRU�WR�
LQFRUSRUDWLQJ�WKHP�LQWR�WKH�IROORZLQJ�SDWWHUQV��

42*�*0)<-32�4%88)627�

/I]�8S�4IVJSVQERGI
42*�*PI\MSR�4EXXIVRW�

8LI�GPMIRX�FIKMRW�MR�E�RIYXVEP�WTMRI�ERH�TIPZMG�TSWMXMSR�[MXL�WPMKLX�LMT�¾I\MSR�ERH�GSVI�EGXMZEXMSR��

8LI�GEFPI�SV�FERHW�EVI�WIX�MR�XLI�LMKL�TSWMXMSR��

8LI�GPMIRX�MRMXMEXIW�XLI�TEXXIVR�F]�VSXEXMRK�XLVSYKL�XLIMV�XVYRO�ERH�PIEH�PIK�[LMPI�WMQYPXERISYWP]�¾I\MRK�
ERH�EHHYGXMRK�XLIMV�WLSYPHIV��

8LI]�WPS[P]�VIXYVR�XS�XLI�FIKMRRMRK�TSWMXMSR�ERH�VITIEX�SR�XLI�SXLIV�WMHI�

'0-)28�7)27%8-32��8LI�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�EVI�EFPI�XS�QEMRXEMR�EPMKRQIRX�XLVSYKLSYX�
XLI�TEXXIVR�ERH�WLSYPH�JIIP�XLEX�XLI�XVYRO�ERH�TIPZMW�EVI�HVMZMRK�XLI�QSXMSR�

31)�ÀH[LRQ�SDWWHUQV��WUDLQLQJ�WKH�DQWHULRU�REOLTXH�FKDLQ�
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42*�)<8)27-32�4%88)627

/I]�8S�4IVJSVQERGI
42*�)\XIRWMSR�4EXXIVRW�

8LI�GPMIRX�FIKMRW�MR�E�RIYXVEP�WTMRI�ERH�TIPZMG�TSWMXMSR�[MXL�WPMKLX�LMT�¾I\MSR�ERH�GSVI�EGXMZEXMSR��

8LI�GEFPI�SV�FERHW�EVI�WIX�MR�XLI�PS[�TSWMXMSR��

8LI� GPMIRX� MRMXMEXIW� XLI� TEXXIVR� F]� VSXEXMRK� XLVSYKL� XLIMV� XVYRO� ERH� PIEH� PIK� [LMPI� WMQYPXERISYWP]�
I\XIRHMRK�XLVSYKL�XLIMV�WLSYPHIV��

8LI]�WPS[P]�VIXYVR�XS�XLI�FIKMRRMRK�TSWMXMSR�ERH�VITIEX�SR�XLI�SXLIV�WMHI�

'0-)28�7)27%8-32��8LI�GPMIRX�WLSYPH�JIIP�EW�MJ�XLI]�EVI�EFPI�XS�QEMRXEMR�EPMKRQIRX�XLVSYKLSYX�
XLI�TEXXIVR�ERH�WLSYPH�JIIP�XLEX�XLI�XVYRO�ERH�TIPZMW�EVI�HVMZMRK�XLI�QSXMSR�

31)�H[WHQVLRQ�SDWWHUQV��WUDLQLQJ�WKH�SRVWHULRU�REOLTXH�FKDLQ��
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FKDSWHU ��
'SRXVEMRHMGEXIH�)\IVGMWIW
',%48)6�3&.)'8-:)7
8S�MHIRXMJ]�GSRXVEMRHMGEXIH�TEXXIVRW�JSV�GPMIRXW�[MXL��
WLSYPHIV�SV�LMT�H]WJYRGXMSR

:KLOH�LW�LV�LQDFFXUDWH�WR�FDWHJRUL]H�DQ�H[HUFLVH�DV�HLWKHU�µJRRG¶�RU�µEDG¶��WKH\�ZRXOG�EH�EHWWHU�FODVVL¿HG�
DV�µDSSURSULDWH¶�RU�µQRQ�DSSURSULDWH¶���WKHUH�DUH�VHYHUDO�H[HUFLVHV�WKDW�DUH�FRQWUDLQGLFDWHG�IRU�SDWLHQWV�
DQG� FOLHQWV� ZKR� H[SHULHQFH� VRPH� RI� WKH� PRUH� FRPPRQ� PRYHPHQW� G\VIXQFWLRQV� WKDW� KDYH� EHHQ��
GLVFXVVHG�LQ�WKLV�ERRN�

'3286%-2(-'%8)(�4%88)627�
*36�8,)�'0-)28�;-8,�7,390()6�(=7*92'8-32�
)RU�FOLHQWV�ZLWK�D�SDLQIXO�DQG�RU�XQVWDEOH�VKRXOGHU�MRLQW��WKHUH�DUH�VHYHUDO�FRQWUDLQGLFDWHG�H[HUFLVHV�
LQFOXGLQJ�XSULJKW�URZV��GLSV��DQWHULRU�DQG�ODWHUDO�GXPEEHOO�UDLVHV��DQG�WKH�EDUEHOO�EHQFK�SUHVV��2QH�
SUREOHP�ZLWK�WKHVH�H[HUFLVHV�LV�WKDW�FOLHQWV�ZLWK�DQ�XQVWDEOH�VFDSXORWKRUDFLF�DUWLFXODWLRQ�ZLOO�WHQG�WR�
RYHUORDG�WKH�FHUYLFDO�DQG�XSSHU�WKRUDFLF�VSLQH�DV�ZHOO�DV�WKH�JOHQRKXPHUDO�MRLQW�DV�WKH\�SHUIRUP�WKHVH�
SDWWHUQV��7KHVH�FOLHQWV�ZLOO�EH�EHWWHU�VHUYHG�WR�ZRUN�WKURXJK�WKH�FRUUHFWLYH�H[HUFLVH�SDWWHUQV�GLVFXVVHG�
HDUOLHU�LQ�WKH�ERRN�DQG�WKHQ�SHUIRUP�OHVV�FKDOOHQJLQJ�SDWWHUQV�ZRUNLQJ�XS�WR�WKHVH�SDWWHUQV�VKRXOG�WKH\�
ZDQW�RU�QHHG�WR�SHUIRUP�WKHP�IRU�VSRUW�RU�IRU�DHVWKHWLF�SXUSRVHV��$GGLWLRQDO�FDXVHV�RI�FRQFHUQ�ZLWK�
WKHVH�H[HUFLVHV�LV�OLVWHG�EHORZ�

946-+,8�63;�%2(�7,69+7
7KH�XSULJKW�URZ��LPDJH�ULJKW��LV�D�SRRU�H[HUFLVH�SDWWHUQ�
IRU� WKH�SDLQIXO�DQG�XQVWDEOH�VKRXOGHU�EHFDXVH� LW�SODFHV�
WKH�JOHQRKXPHUDO��*+��MRLQW�LQWR�DEGXFWLRQ�DQG�LQWHUQDO�
URWDWLRQ�� WKH� H[DFW� SRVLWLRQ� WKDW� FUHDWHV� LPSLQJHPHQW�
RI�WKH�URWDWRU�FXII�DQG�VXEDFURPLDO�EXUVD��2IWHQ�FOLHQWV�
VXEVWLWXWH�IRU�LQHI¿FLHQW�67�VWDELOL]DWLRQ�RU�*+�LQWHUQDO�
URWDWLRQ� E\� HOHYDWLQJ� WKH� VFDSXODH� DQG� SURWUDFWLQJ� WKH�
KHDG�DV�WKH\�UDLVH�WKH�EDU��7KH�DGGLWLRQDO�SUREOHP�ZLWK�
WKLV� SDWWHUQ� LV� WKDW� WKH� WUXQN� LV� ¿[HG� DQG� WKH� DUPV� DUH�
PRELOL]HG��ZKLFK�SHUSHWXDWHV�ULJLGLW\�RI�WKH�WKRUD[�DQG�
K\SHUPRELOLW\�RI�WKH�67�DUWLFXODWLRQ��
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$OWKRXJK� SRSXODUL]HG� E\� ERG\EXLOGHUV� LQ� WKHLU� SXUVXLW� RI�
RYHUGHYHORSHG� µWUDSV¶�� ORDGHG� VKUXJV� �LPDJH� ULJKW�� DUH�
FRQWUDLQGLFDWHG�IRU�DQ\RQH�H[FHSW�WKRVH�SDUWLFLSDWLQJ�LQ�FRQWDFW�
VSRUWV��VXFK�DV�$PHULFDQ�IRRWEDOO��UXJE\��ZUHVWOLQJ��DQG�PL[HG�
PDUWLDO�DUWV��7KHUH�LV�DEVROXWHO\�QR�EHQH¿W�WR�WKLV�SDWWHUQ�DQG�
LW� ZLOO� HIIHFWLYHO\� RYHUORDG� WKH� FHUYLFDO� VSLQH�� GULYH� IRUZDUG�
KHDG� SRVWXUH�� DQG� GULYH� VFDSXORWKRUDFLF� LQVWDELOLW\�� )RUZDUG�
KHDG�VKHDU�LV�D�FRPPRQ�PRYHPHQW�IDXOW�ZKHQ�SHUIRUPLQJ�WKH�
VKRXOGHU�VKUXJ�SDWWHUQ�

(-47
'LSV��ERWK�WKH�WUDGLWLRQDO�EDU�GLS��LPDJH�EHORZ�OHIW��DQG�WKH�EHQFK�YHUVLRQV��LPDJH�EHORZ�ULJKW���DUH�
SDUWLFXODUO\�KDUG�RQ�WKH�VKRXOGHU�EHFDXVH�WKH�PDMRULW\�RI�WKH�PRWLRQ�LV�GHULYHG�IURP�GULYLQJ�WKH�KHDG�
RI�WKH�KXPHUXV�IRUZDUG�LQ�WKH�JOHQRLG�IRVVD��0RVW�FOLHQWV�ZLWK�D�SDLQIXO�RU�XQVWDEOH�VKRXOGHU�DUH�XQDEOH�
WR�VXSSRUW�PXFK�DGGLWLRQDO�UHVLVWDQFH��OHW�DORQH�WKHLU�HQWLUH�ERG\�ZHLJKW�RQ�DQ�XQVWDEOH�*+�RU�67�MRLQW��
7KLV�H[HUFLVH�FDQ�GLUHFWO\�OHDG�WR�RU�SHUSHWXDWH�DQWHULRU�KXPHUDO�JOLGH�V\QGURPH��VFDSXODU�HOHYDWLRQ��
DQG�D�IRUZDUG�KHDG�SRVWXUH��1RWLFH�WKH�IRUZDUG�KHDG�DQG�VKRXOGHU�SRVLWLRQ�LQ�WKH�EDU�DQG�EHQFK�GLSV�

(91&&)00�%28)6-36�%2(�0%8)6%0�6%-7)
$OWKRXJK�D�FRPPRQ�H[HUFLVH��'%�DQWHULRU�DQG�ODWHUDO�
UDLVHV�DUH�WZR�RI�WKH�PRVW�GDPDJLQJ�H[HUFLVHV�IRU�WKH�
FOLHQW�ZLWK�DQ�XQVWDEOH�QHFN�DQG�VKRXOGHU��1RW�RQO\�
GRHV� WKLV� H[HUFLVH� LQFUHDVH� FRPSUHVVLYH� ORDGV� RQ�
WKH�FHUYLFDO�VSLQH��EXW�LW�DOVR�FRQWULEXWHV�WR�VFDSXODU�
LQVWDELOLW\��'XULQJ�WKH�'%�DQWHULRU�DQG�ODWHUDO�UDLVH��WKH��
QHFN� EHFRPHV� WKH� DQFKRU� IRU� WKH�PRYLQJ� DUPV� DQG�
WKH� ORQJ� OHYHU� DUP� RQO\� LQFUHDVHV� WKH� VWUHVV� RQ� WKH�
QHFN��7KH�HFFHQWULF�ORDG�LV�H[WUHPHO\�FKDOOHQJLQJ�WR�
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FRQWURO�HYHQ�IRU�WKRVH�FOLHQWV�ZLWKRXW�QHFN�DQG�VFDSXODU�LVVXHV��
'XULQJ� WKH�DQWHULRU� UDLVH� �LPDJH� OHIW��� FOLHQWV�ZLOO� FRPSHQVDWH�
IRU� WKH�ZHLJKW� DQG� ORQJ� OHYHU� DUP�E\�K\SHUH[WHQGLQJ� WKURXJK�
ERWK�WKH�FHUYLFRWKRUDFLF�DQG�WKRUDFROXPEDU�MXQFWLRQV��DGGLQJ�WR�
GH�VWDELOL]DWLRQ�RI�WKH�WKRUDFRSHOYLF�FDQLVWHU�

&%6&)00�&)2',�46)77
7KH�EDUEHOO�EHQFK�SUHVV�DOVR�SUHVHQWV�D�FKDOOHQJH�
IRU�DQ�XQVWDEOH�VKRXOGHU�EHFDXVH��LQ�DGGLWLRQ�WR�WKH�
WKRUD[��WKH�67�MRLQW�LV�¿[HG��ZKLOH�WKH�*+�MRLQW�LV�
PRELOL]HG�XQGHU�XVXDOO\�ODUJH�ORDGV��7KLV�RYHUORDGV�
WKH� URWDWRU� FXII�PXVFOHV� DQG� MRLQW� FDSVXOH�GXH� WR�
WKH� ODUJH� ORDGV� WKDW� DUH� XVHG��$GGLWLRQDOO\�� PRVW�
FOLHQWV� SHUIRUP� WKH� EHQFK� SUHVV� ZLWK� H[FHVVLYH�
DUFKLQJ� RI� WKHLU� EDFN�� HVVHQWLDOO\� µGLVFRQQHFWLQJ¶�
WKHLU� WKRUDFRSHOYLF� VWDELOL]HUV� DQG� LQFUHDVLQJ�
DFWLYLW\�LQ�WKH�SHFWRUDOLV�PDMRU�DQG�PLQRU��IXUWKHU�
SHUSHWXDWLQJ�WKH�DQWHULRU�VFDSXODU�WLOW�DQG�DQWHULRU�
KXPHUDO�SRVLWLRQV��$V�QRWHG�DERYH�ZLWK�XSULJKW�URZLQJ��WKH�WKRUD[�EHFRPHV�WKH�¿[HG�SRLQW�DQG�WKH�
VFDSXORWKRUDFLF� DQG� JOHQRKXPHUDO� DUWLFXODWLRQV� EHFRPH� WKH� PRELOH� SRLQWV� GXULQJ� WKLV� PRYHPHQW��
ZKLFK�LV�D�SUREOHP�IRU�WKH�FOLHQW�DQG�SDWLHQW�ZLWK�WKH�XQVWDEOH�VKRXOGHU�RU�K\SRPRELOH�WKRUD[�

$V�DQ�DGGLWLRQDO�VLGH�QRWH��DQ\�H[HUFLVH�SHUIRUPHG�EHKLQG�WKH�QHFN�±�VXFK�DV�EHKLQG�WKH�QHFN�SXOO�
GRZQV��SXOO�XSV��DQG�RYHUKHDG�SUHVVHV�±�QHHG�WR�EH�HOLPLQDWHG�IURP�WKH�FOLHQW¶V�SURJUDP��7KHUH�LV�D�
KXJH�ULVN�RI�LQMXULHV�WR�WKH�QHFN�DQG�VKRXOGHUV�DQG�DEVROXWHO\�QR�EHQH¿WV�RI�SHUIRUPLQJ�H[HUFLVHV�LQ�
WKLV�PDQQHU��6WLFN�ZLWK�VDIHU�YHUVLRQV�RI�WKHVH�H[HUFLVHV�

'3286%-2(-'%8)(�4%88)627��
*36�8,)�'0-)28�;-8,�,-4�(=7*92'8-32�
�$V�ZLWK�WKH�VKRXOGHU�FRPSOH[��WKHUH�DUH�VHYHUDO�FRQWUDLQGLFDWHG�H[HUFLVHV�IRU�WKH�KLS�FRPSOH[��7KHVH�
LQFOXGH�WKH�OHJ�OLIW��GHHS�VTXDW��EHQFK�VWHS�RYHU��OHJ�SUHVV��DQG�OHJ�PDFKLQH�H[HUFLVHV�

0)+�0-*8
$OWKRXJK� QRW� FRQVLGHUHG� D� SXUH� KLS� H[HUFLVH�� WKH� OHJ� OLIW� ±� DORQJ� ZLWK� LWV� UHODWHG� YHUVLRQV�� WKH�
LQFOLQHG�OHJ�OLIW�DQG�WKH�OHJ�WKURZ��ZKHUH�WKH�WUDLQHU�RU�WKHUDSLVW�WKURZV�WKH�OHJV�GRZQ�DIWHU�WKH�FOLHQW�
UDLVHV�WKHP��±�LV�D�SRRU�H[HUFLVH�FKRLFH�IRU�FOLHQWV�ZKR�ODFN�RSWLPDO�WKRUDFRSHOYLF�VWDELOLW\�DQG�KLS�
PRELOLW\��7KHVH�SDWWHUQV�DUH�H[WUHPHO\�KLJK�OHYHO�DQG�SODFH�VRPH�RI�WKH�KLJKHVW�FRPSUHVVLRQ�IRUFHV�
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RQ� WKH� VSLQH� LQ� UHODWLRQ� WR� RWKHU� DEGRPLQDO�
H[HUFLVHV��&OLHQWV�ZLWK�SRRU�KLS�GLVVRFLDWLRQ�
SUHIHUHQWLDOO\�PRYH�PRUH�IURP�WKHLU�OXPEDU�
VSLQH� WR� EHJLQ� ZLWK� DQG� WKLV� SDWWHUQ� RQO\�
SHUSHWXDWHV� WKH� G\VIXQFWLRQ� �DUURZ��� 7KLV�
SDWWHUQ�DOVR�OHDGV�WR�ORVV�RI�WKH�WKRUDFRSHOYLF�
FDQLVWHU� �73&�� FRQWURO� LQ� FOLHQWV� ZLWK� SRRU�
VWDELOLW\�VWUDWHJLHV��OHDGLQJ�WR�RYHUDFWLYLW\�RI�
WKH�VXSHU¿FLDO�KLS�ÀH[RUV�

())4�759%8

:KLOH�WKH�GHHS�VTXDW�PD\�EH�D�JRRG�HYDOXDWLRQ�WRRO�IRU�DVVHVVLQJ�KLS�DQG�DQNOH�UDQJH�RI�PRWLRQ��DV�ZHOO�
DV�WKH�FOLHQW¶V�DELOLW\�WR�VWDELOL]H�WKHLU�73&��LW�LV�QRW�D�SDWWHUQ�WKDW�SURPRWHV�LPSURYHG�ELRPHFKDQLFV�IRU�
WKH�PDMRULW\�RI�LQGLYLGXDOV�ZLWK�KLS�DQG�73&�G\VIXQFWLRQ��3HUIRUPLQJ�GHHS�VTXDWV�LQ�FOLHQWV�ZLWKRXW�
SURSHU�KLS�ÀH[LELOLW\�ZLOO�GLUHFWO\� OHDG�WR� LQVWDELOLWLHV�RI� WKH� OXPEDU�VSLQH�DQG�RU�VDFURLOLDF� MRLQWV�DV�
WKH\� WU\� WR� FRPSHQVDWH� IRU� WKH� ORVV�RI� UDQJH�RI�PRWLRQ� LQ� WKHVH� DUHDV��9HU\� IHZ�FOLHQWV�SRVVHVV� WKH�

QHFHVVDU\� KLS� ÀH[LRQ� UDQJH� RI� PRWLRQ� WR� PDNH�
WKLV�DQ�DFFHSWDEOH�SDUW�RI�WKHLU�FRUUHFWLYH�H[HUFLVH�
RU�FRQGLWLRQLQJ�SURJUDP��$V�VKH�GHVFHQGV�GHHSHU�
LQWR�WKH�VTXDW��VKH�ZLOO�FRPSHQVDWH�E\�PRYLQJ�LQWR�
SRVWHULRU� SHOYLF� WLOWLQJ� DQG� OXPEDU� VSLQH� ÀH[LRQ��
7KH�FOLHQW�PXVW�EH�DEOH�WR�PDLQWDLQ�D�QHXWUDO�VSLQH�
DQG�SHOYLV�WKURXJKRXW�WKH�SDWWHUQ�DQG�PXVW�VWRS�WKH�
GHVFHQW�RI�WKH�VTXDW�RQFH�WKH\�DUH�QR�ORQJHU�DEOH�WR�
PDLQWDLQ�FRQWURO�RI�WKHLU�73&��1RWLFH�WKH�SRVWHULRU�
WLOW� RI� WKH� SHOYLV� DQG� OXPEDU� VSLQH�ÀH[LRQ� LQ� WKLV�
FOLHQW�DV�VKH�VTXDWV�WR�µSDUDOOHO¶�

8,)�&)2',�78)4�3:)6
:KLOH� LW� LV�QRW�D�EDG�H[HUFLVH�SHU�VH�� WKH�ZD\�PRVW� LQGLYLGXDOV�
SHUIRUP� WKLV� SDWWHUQ� LV� VXUH� WR� PDNH� WKHLU� SK\VLFDO� WKHUDSLVWV�
DQG� FKLURSUDFWLF� SK\VLFLDQV� JULPDFH�� ,W� LV� LQWHQGHG� WR�
ZRUN� WKH� JOXWHDOV�� EXW� PRVW� FOLHQWV� SHUIRUP� WKH� EHQFK�
VWHS�RYHU� SDWWHUQ� RQ� D� EHQFK� WKDW� LV� IDU� WRR� KLJK� IRU� WKHLU�
DYDLODEOH� KLS� UDQJH� RI� PRWLRQ� DQG� VWDELOLW\�� 7KHUHIRUH�� WKH\��
GH�FHQWUDWH� WKHLU� HQWLUH� ORZHU� H[WUHPLW\� DQG� 73&� WR� SHUIRUP�
WKLV�SDWWHUQ���1RWLFH�WKH�GH�FHQWUDWLRQ�DQG�RYHU�VWUHWFKLQJ�RI�WKH�
NQHH�LQ�WKLV�LQGLYLGXDO�DV�KH�LV�DERXW�WR�ORDG�LW�E\�VWHSSLQJ�RYHU�
WKH� EHQFK��:KDW� W\SHV� RI�PRYHPHQW� FDXVH� WKH� KLJKHVW� QXPEHU�
RI�PHQLVFL� DQG� DQWHULRU� FUXFLDWH� OLJDPHQW� LQMXULHV� LQ� WKH� NQHH"�
±�PRYHPHQWV� LQ�ZKLFK� WKH�PHQLVFL� DQG� FUXFLDWH� OLJDPHQWV� DUH�
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ORDGHG�DQG� WKHQ� UHSHWLWLYHO\�FRPSUHVVHG�DQG�RYHUVWUHWFKHG��7KH�ZD\� WKDW�PRVW�FOLHQWV�SHUIRUP� WKH�
EHQFK�VWHS�RYHU�DOPRVW�LQHYLWDEO\�JXDUDQWHHV�WKDW�WKH\�ZLOO�KDYH�WR�YLVLW�WKHLU�RUWKRSHGLF�VXUJHRQ�LQ�D�
IHZ�\HDUV��

0)+�46)77

/HJ�SUHVVHV�DUH�D�SRRU�H[HUFLVH�FKRLFH�IRU�LQGLYLGXDOV�
ZLWK� OLPLWHG� KLS� ÀH[LELOLW\� DQG� OXPEDU� LQVWDELOLW\�� RU�
WKRVH�ZKR�KDYH� FKURQLF� NQHH�SDLQ��0RVW� FOLHQWV� ODFN�
WKH� DYDLODEOH� UDQJH� RI� KLS� ÀH[LRQ� DQG� DUH� WKHUHIRUH�
XQDEOH�WR�PDLQWDLQ�D�QHXWUDO�VSLQH�DQG�SHOYLF�SRVLWLRQ�
DV� WKH�ZHLJKW� LV� ORZHUHG� DQG� WKHLU� NQHHV� DUH�EURXJKW�
WRZDUGV� WKHLU� FKHVW�� 7KH\� FRPSHQVDWH� E\� SRVWHULRUO\�
URWDWLQJ� WKURXJK� WKH� SHOYLV� DQG� ÀH[LQJ� WKHLU� OXPEDU�
VSLQH�� 7KLV� SXWV� D� WUHPHQGRXV� ORDG� RQ� WKH� OXPEDU�
VSLQH� DQG� SHUSHWXDWHV� WKH� G\VIXQFWLRQDO� SDWWHUQ��7KLV�
LV�DOVR�D�SUREOHP�ZLWK�WKH�PRUH�YHUWLFDO�YHUVLRQV�RI�WKH�
OHJ� SUHVV�� KRZHYHU�� WKH� JUHDWHU� FKDOOHQJH� ZLWK� WKHVH�
YHUVLRQV�LV�WKH�LQFUHDVH�LQ�VKHDU�IRUFHV�WKURXJK�WKH�NQHH�
LQ� FOLHQWV� ZLWK� GHJHQHUDWLYH� NQHH� FRQGLWLRQV�� 5HFDOO��
PRVW� FOLHQWV�ZLWK� NQHH� SUREOHPV� UHTXLUH� LPSURYHG� KLS� IXQFWLRQ��ZKLFK� LVQ¶W� DGHTXDWHO\� DGGUHVVHG�
ZLWK�OHJ�SUHVVHV��$QRWKHU�SUREOHP�ZLWK�PRVW�YHUVLRQV�RI�WKH�OHJ�SUHVV�LV� WKDW�PRVW� LQGLYLGXDOV�ZLOO�
ORFN�WKHLU�VFDSXORWKRUDFLF�DUWLFXODWLRQ�E\�KROGLQJ�RQWR�WKH�KDQGOHV��DQG�VXEVHTXHQWO\�GULYH�LQFUHDVHG�
FHUYLFRWKRUDFLF�H[WHQVLRQ��DUURZ�LQ�LPDJH�DERYH��

0)+�1%',-2)�)<)6'-7)7
$Q�HQWLUH�FKDSWHU�FRXOG�EH�GHGLFDWHG�WR�WKH�SURV�DQG�FRQV�RI�OHJ�PDFKLQHV��ZKLFK�LQFOXGH�WKH�VHDWHG�
OHJ�H[WHQVLRQ��LPDJH�OHIW���WKH�VHDWHG�OHJ�FXUO��LPDJH�ULJKW���DQG�DEGXFWRU�DEGXFWRU�PDFKLQHV��:KLOH�
WKH\�DUH�H[WUHPHO\�HIIHFWLYH�DW�LVRODWLQJ�WKH�PXVFOHV�RI�WKH�OHJV�DQG�PD\�KDYH�D�UROH�LQ�WKH�HDUO\�SKDVHV�

RI�UHKDELOLWDWLRQ�RU�DV�SDUW�RI�
D�FRUUHFWLYH�H[HUFLVH�VWUDWHJ\��
WKHLU� RYHUDOO� HIIHFWLYHQHVV�
LQ� LPSURYLQJ� ORQJ�WHUP�
IXQFWLRQ�LV�TXHVWLRQDEOH��)LUVW�
RI�DOO��WKHUH�LV�UDUHO\��LI�HYHU��
D� WLPH� ZKHQ� WKHUH� LV� PRUH�
UHVLVWDQFH� SODFHG� RQ� WKH� OHJ�
EHQHDWK� WKH�NQHH� WKDQ�DERYH�
LW��XQOHVV�D�FKLOG�RU�RSSRQHQW�
LV�KDQJLQJ�RQ�D�FOLHQW¶V�ORZHU�
OHJ��� ,Q� RWKHU� ZRUGV�� GXULQJ�
GDLO\� DFWLYLWLHV� DQG� LQ� VSRUW��
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WKH�ORDG�LV�XVXDOO\�DERYH�WKH�KLS��6HFRQG��EHFDXVH�WKH�FOLHQW�LV�VHDWHG��WKHVH�PDFKLQHV�IDLO�WR�FRRUGLQDWH�
DFWLYLW\�EHWZHHQ� WKH� UHJLRQV�RI� WKH�NLQHWLF� FKDLQ�DQG�PD\�GLVUXSW�QRUPDO�NLQHPDWLF� VHTXHQFLQJ�RI�
WKH�ORZHU�NLQHWLF�FKDLQ��7KLUG��EHFDXVH�WKH�IRRW�LV�RII�WKH�JURXQG�WKH�IHHGEDFN�ORRS�IURP�WKH�IRRW�WR�
WKH�QHUYRXV�V\VWHP�LV�QHJDWHG�HYHQ�WKRXJK�WKH�ORZHU�H[WUHPLW\�LV�VWLOO�EHLQJ�ORDGHG��$OWKRXJK�WKHUH�
KDYH�EHHQ�VWXGLHV�GHPRQVWUDWLQJ�VKRUW�WHUP�LPSURYHPHQWV�LQ�VWUHQJWK�DQG�SHUIRUPDQFH�ZLWK�WKH�XVH�
RI�PDFKLQHV��QR�VWXGLHV�DUH�DYDLODEOH�WR�VXEVWDQWLDWH�WKH�ORQJ�WHUP�XVH�RI�WKHVH�PDFKLQHV�RYHU�RWKHU�
ORZHU�ERG\�H[HUFLVHV��:KLOH�WKHUH�LV�QR�GRXEW�WKDW�PDFKLQHV�LPSURYH�VWUHQJWK�DQG�PXVFOH�PDVV��ZKLFK�
FDQ�KDYH�D�IXQFWLRQDO�EHQH¿W�LQ�WKH�UHDO�ZRUOG��WKHLU�SUDFWLFDO�DSSOLFDWLRQ�UHPDLQV�VRPHZKDW�OLPLWHG�LQ�
FRUUHFWLYH�H[HUFLVH�DQG�LPSURYLQJ�IXQGDPHQWDO�PRYHPHQWV����

7911%6=
7KH�JRDO�RI�WKLV�FKDSWHU�LV�QRW�WR�VXJJHVW�WKDW�WKH�H[HUFLVHV�KLJKOLJKWHG�DUH�QRW�JRRG�RU�FDQ�QHYHU�EH�
SHUIRUPHG�E\�KHDOWK\�LQGLYLGXDOV��5DWKHU��WKH�SXUSRVH�LV�WR�SRLQW�RXW�VHYHUDO�SUREOHPV�ZLWK�FRPPRQ�
H[HUFLVHV�WKDW�DUH�SHUIRUPHG�LQ�WKH�UHKDELOLWDWLRQ�DQG�J\P�VHWWLQJV��,W�PHDQV�WKDW�FOLQLFLDQV��FRDFKHV��
DQG�WUDLQHUV�QHHG�WR�WDNH�D�FORVHU�ORRN�DW�WKH�H[HUFLVH�UHFRPPHQGDWLRQV�DQG�GHWHUPLQH�WKH�ULVN�YHUVXV�
UHZDUG�IRU�WKHLU�FOLHQWV�DQG�SDWLHQWV�RQ�D�FDVH�E\�FDVH�VFHQDULR�

/I]�8S�7YGGIWW
6MWO�:IVWYW�6I[EVH

%PP�I\IVGMWIW�QYWX�FI�IZEPYEXIH�SR�E�VMWO�ZIVWYW�VI[EVH�FEWMW��&IJSVI�LEZMRK�E�GPMIRX�TIVJSVQ�E�TEVXMGYPEV�
I\IVGMWI��EWO�XLI�UYIWXMSR�¯�MW�XLI�FIRI½X�SJ�XLI�I\IVGMWI�[SVXL�XLI�VMWO�SJ�E�NSMRX�SV�WSJX�XMWWYI�MRNYV]#�
-J�XLI�ERW[IV�MW�RS��XLIR�XLI�I\IVGMWI�WLSYPH�RSX�FI�TIVJSVQIH��

/)=�� -R� EHHMXMSR� XS� LEZMRK� E� XLSVSYKL� ORS[PIHKI� SJ� XLI� GPMIRX�� XLI� OI]� XS� HIXIVQMRMRK� XLI� VMWO�
ZIVWYW�VI[EVH�MW�LEZMRK�E�JYRHEQIRXEP�ORS[PIHKI�SJ�JYRGXMSREP�EREXSQ]�ERH�OMRIWMSPSK]�EW�[IPP�EW�ER�
YRHIVWXERHMRK�SJ�XLI�MRXIRHIH�ERH�VIEP�[SVPH�VIWTSRWI�SJ�E�TEVXMGYPEV�I\IVGMWI��
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FKDSWHU ��
'SRGPYWMSR
',%48)6�3&.)'8-:)7
8S�WYQQEVM^I�XLI�OI]�TVMRGMTPIW�SJ�MQTVSZMRK�JYRGXMSR��
ERH�HIZIPSTMRK�STXMQEP�QSZIQIRX�TEXXIVRW�TVIWIRXIH�MR�XLMW�FSSO

³,I�ZH�FRXOG�JLYH�HYHU\�LQGLYLGXDO�WKH�ULJKW�DPRXQW�RI�QRXULVKPHQW�DQG�H[HUFLVH��QRW�WRR�OLWWOH�DQG�
QRW�WRR�PXFK��ZH�ZRXOG�KDYH�IRXQG�WKH�VDIHVW�ZD\�WR�KHDOWK�´��+LSSRFUDWHV�

46-2'-40)7�3*�*92'8-32%0�13:)1)28
7KH�IXQGDPHQWDO�SKLORVRSK\�RI�WKLV�ERRN�LV�EDVHG�XSRQ�WKH�WKUHH�EDVLF�SULQFLSOHV�RI�PRYHPHQW�WKDW�
DUH� IUHTXHQWO\� RYHUORRNHG� LQ� WKH� UHKDELOLWDWLYH�� FRUUHFWLYH� H[HUFLVH�� DQG� FRQGLWLRQLQJ� LQGXVWULHV��$W�
¿UVW�JODQFH��WKHVH�SULQFLSOHV�PD\�VHHP�WR�EH�WRR�VLPSOLVWLF�WR�ZDUUDQW�FRQVLGHUDWLRQ�ZKHQ�VHHNLQJ�D�
VROXWLRQ�WR�WKH�PXOWLSOH�OHYHOV�RI�G\VIXQFWLRQ�WKDW�DUH�VHHQ�LQ�WKH�PDMRULW\�RI�FOLHQWV��+RZHYHU��RQFH�
WKH�LPSDFW�WKDW�WKHVH�VPDOO�FRUUHFWLRQV�FDQ�KDYH�RQ�WKH�QHUYRXV�DQG�QHXURPXVFXORIDVFLDO�V\VWHPV�LV�
UHFRJQL]HG�DQG�XQGHUVWRRG��RQH�EHJLQV�WR�UHDOL]H�WKDW�DQ�H[HUFLVH�SURJUDP�WKDW�RYHUORRNV�WKHVH�VLPSOH�
SULQFLSOHV�FRXOG�EH�FRQVLGHUHG�QHJOLJHQW��HYHQ�KDUPIXO��,W�LV�HYHQ�SRVVLEOH�WR�FRQVLGHU�WKH�OLNHOLKRRG�
WKDW�PDQ\�RI� WKH�PRVW� FRPPRQ�H[HUFLVH� SUHVFULSWLRQV� DQG� FRUUHFWLYH� FXHV� FDQ� DFWXDOO\� H[DFHUEDWH�
UDWKHU�WKDQ�FRUUHFW�G\VIXQFWLRQDO�PRYHPHQW�SDWWHUQV�

7KH�NH\�WR�WKLV�ERRN�LV�LQ�WKH�SULQFLSOHV�RI�KXPDQ�PRYHPHQW�DQG�WR�UHFRJQL]H�WKH\�DUH�XQLYHUVDO�ODZV�
WKDW�DSSO\�WR�DOO�FOLHQWV�UHJDUGOHVV�RI�WKHLU�IXQFWLRQDO�JRDOV��7KH\�DUH�QRW�MXVW�WHFKQLTXHV��VWUDWHJLHV��RU�
PHWKRGV�WKDW�VHUYH�WR�UHDFK�D�WHPSRUDU\�JRDO�VXFK�DV�DFFHOHUDWLQJ�ZHLJKW�ORVV�RU�LPSURYLQJ�DWKOHWLF�
SHUIRUPDQFH��+RZHYHU��WKHVH�SULQFLSOHV�ZLOO�KHOS�WKH�FOLHQW�DFKLHYH�WKHLU�LQGLYLGXDO�IXQFWLRQDO�JRDO��
ZKHWKHU�LW�EH�ORVLQJ�ZHLJKW��LPSURYLQJ�WKHLU�JROI�VZLQJ��RU�VLPSO\�JHWWLQJ�WKURXJK�WKHLU�DFWLYLWLHV�RI�
GDLO\�OLYLQJ�ZLWK�JUHDWHU�HDVH�DQG�OHVV�GLVFRPIRUW�E\�FUHDWLQJ�D�IUDPHZRUN�LQ�ZKLFK�WR�EDVH�DOO�RWKHU�
DVSHFWV�RI�WKH�¿WQHVV�SURJUDP��7KH�WKUHH�SULQFLSOHV�DUH�����UHVSLUDWRU\�SDWWHUQV�PXVW�EH�QRUPDOL]HG��
���WKHUH�PXVW�EH�FHQWUDWLRQ�RI�WKH�MRLQWV��DQG����WKH�FOLHQW�PXVW�EH�DEOH�WR�LQWHJUDWH�UHVSLUDWLRQ�DQG�
PDLQWDLQ�FHQWUDWLRQ�GXULQJ�WKH�IXQGDPHQWDO�PRYHPHQW�SDWWHUQV�RI�OXQJLQJ��VTXDWWLQJ��SXVKLQJ��SXOOLQJ���
URWDWLRQ��DQG�JDLW���

���6)74-6%8-32�
7KH�LPSRUWDQFH�RI�IXQFWLRQDO�EUHDWKLQJ�FDQQRW�EH�RYHUVWDWHG��:KHQ�ZRUNLQJ�WR�FUHDWH�VWDELOL]DWLRQ�RI�
WKH�FRUH��LI�WKH�LQWHJUDWLRQ�RI�UHVSLUDWLRQ�LV�RYHUORRNHG��WKH�ERG\�ZLOO�FKRRVH�EUHDWKLQJ�RYHU�VWDELOL]DWLRQ��
DQG�VWDELOLW\�RI�WKH�WUXQN�DQG�VSLQH�ZLOO�VXIIHU�ZLWK�HYHU\�EUHDWK�WKH�FOLHQW�WDNHV�
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7KH�GLDSKUDJP�DWWDFKHV�WR�WKH�LQVLGH�RI�WKH�ULE�FDJH�IURP�WKH�[LSKRLG�SURFHVV�DOO�WKH�ZD\�DURXQG�WKH�ULE�
FDJH�WR�LQVHUW�LQWR�WKH�WKRUDFROXPEDU�MXQFWLRQ��:KHQ�IXOO\�UHOD[HG��WKH�FHQWUDO�WHQGRQ�RI�WKH�GLDSKUDJP�
VLWV�KLJK�LQ�WKH�FKHVW�FDYLW\��$V�LW�FRQWUDFWV��WKH�GLDSKUDJP�ÀDWWHQV�GRZQ�WR�WKH�OHYHO�RI�WKH�ORZHU�ULEV��
)RU�WKH�GLDSKUDJP�WR�ÀDWWHQ��WKH�DEGRPLQDO�PXVFOHV�PXVW�HFFHQWULFDOO\�OHQJWKHQ�WR�DOORZ�WKH�DEGRPLQDO�
FRQWHQWV�WR�EH�PRYHG�GRZQ�DQG�RXW��DV�DGGUHVVHG�ZLWK�WKH�GLDSKUDJPDWLF�EUHDWKLQJ�WHFKQLTXH���7KH�
DVSHFW�PRVW�RIWHQ�RYHUORRNHG�LV�WKDW�WKH�ORZHU�ULEV�PXVW�PRYH�DQWHULRUO\�DQG�SRVWHULRUO\�DV�ZHOO�DV�
ODWHUDOO\� WR�DFFRPPRGDWH�DQG�DVVLVW� LQ� LQFUHDVLQJ� WKH�FLUFXPIHUHQFH�RI� WKH�GLDSKUDJP��$QG�¿QDOO\��
XSRQ�WKH�H[KDODWLRQ��WKH�DQWHULRU�ULEV�PXVW�GURS�EDFN�GRZQ�WR�WKH�VWDUW�SRVLWLRQ��VR�WKDW�WKH�GLDSKUDJP�
LV�RSWLPDOO\�DOLJQHG�IRU�WKH�QH[W�EUHDWK�F\FOH��

7KLV�PHWKRG�RI�EUHDWKLQJ�DGGLWLRQDOO\�SURYLGHV�DOO�WKH�EHQH¿WV�RI�GLDSKUDJPDWLF�EUHDWKLQJ��LQFUHDVHG�
R[\JHQDWLRQ�RI�WKH�FHOOV��DFWLYDWLRQ�RI�WKH�SDUDV\PSDWKHWLF�QHUYRXV�V\VWHP��DQG�LPSURYHG�O\PSKDWLF�
IXQFWLRQ�GXH�WR�WKH�µPLONLQJ¶�HIIHFW�RQ�WKH�HQWLUH�O\PSKDWLF�V\VWHP��+RZHYHU��IXQFWLRQDO�EUHDWKLQJ�KDV�
WKH�DGGHG�EHQH¿W�RI�LPSURYLQJ�WKRUDFLF�PRELOLW\�ZKLOH�HQKDQFLQJ�VWDELOLW\�RI�WKH�VSLQH�DQG�WUXQN��

0DQ\�FOLHQWV�DUH�ULJLG�LQ�WKHLU�WKRUD[�GXH�WR�VHYHUDO�IDFWRUV��LQFOXGLQJ�RYHUFRUUHFWLRQ�RI�SRVWXUDO�IDXOWV��
H[HUFLVHV�WKDW�¿[DWH�WKH�ULEV�DQG�WKRUDFLF�VSLQH��SRRU�EUHDWKLQJ�SDWWHUQV��VXUJHULHV��DQG�UHSHWLWLYH�RU�
FXPXODWLYH� WUDXPDV� DV� D� UHVXOW� RI� WKHLU� DFWLYLWLHV� RI� GDLO\� OLYLQJ��3RRU� WKRUDFLF�PRELOLW\� OHDGV� WR� D�
EUHDNGRZQ�DW� WKH�PRUH�PRELOH� UHJLRQV�� LQFOXGLQJ� WKH� OXPERSHOYLF� FRPSOH[�� GXH� WR� WKH� DOWHUDWLRQV�
LQ� WKH� WUDQVIHUHQFH�RI� IRUFHV� WKURXJK� WKH�NLQHWLF� FKDLQ��7KLV� DOVR�FDXVHV� FRPSHQVDWRU\�PRYHPHQWV�
WKURXJK�DUHDV�WKDW�DUH�EHWWHU�GHVLJQHG�WR�SURYLGH�VWDELOLW\��LQFOXGLQJ�WKH�OXPERSHOYLF�UHJLRQ��NQHHV��
DQG�VFDSXODH�

3HUKDSV�PRVW�LPSRUWDQW��ZKHQ�WKLV�W\SH�RI�EUHDWKLQJ�LV�LQWHJUDWHG�ZLWK�DFWLYDWLRQ�RI�WKH�ORFDO�V\VWHP�
PXVFOHV��SULPDULO\�WUDQVYHUVXV�DEGRPLQLV��PXOWL¿GLL��SVRDV�PDMRU��DQG�WKH�SHOYLF�ÀRRU���D�SRZHUIXO�
VWDELOL]DWLRQ� VWUDWHJ\� NQRZQ� DV� WKH� µLQWUD�DEGRPLQDO� SUHVVXUH� PHFKDQLVP¶� LV� DFWLYDWHG�� 7KH� FR�
FRQWUDFWLRQ� RI� WKH� ORFDO� V\VWHP� PXVFOHV� FUHDWHV� D� WLJKWHQLQJ� RI� WKH� WKRUDFROXPEDU� IDVFLD�� ZKLFK�
DWWDFKHV�WKHVH�VWUXFWXUHV�WRJHWKHU��$V�WKH�GLDSKUDJP�FRQWUDFWV�GXULQJ�IXQFWLRQDO�EUHDWKLQJ��LW�LV�DOLJQHG�
SDUDOOHO�WR�WKH�SHOYLF�ÀRRU��SURGXFLQJ�D�VWDEOH�µFDQLVWHU¶�VXSSRUW�RI�WKH�WUXQN��VSLQH��DQG�SHOYLV��)URP�
WKLV�SRVLWLRQ��LW�SRZHUIXOO\�LQFUHDVHV�WKH�SUHVVXUH�LQVLGH�WKH�FDQLVWHU�FUHDWHG�E\�WKH�GLDSKUDJP��SHOYLF�
ÀRRU��WUDQVYHUVXV�DEGRPLQLV�DQG�PXOWL¿GL��ZKLFK�IXQFWLRQV�WR�HORQJDWH�DQG�GHFRPSUHVV�WKH�VSLQH�ZKLOH�
HQDEOLQJ�SXUH�URWDWLRQDO�PRYHPHQW��7KH�PXVFOHV�SXVK�RXW�LQWR�WKH�IDVFLDO�V\VWHP�RI�WKH�73&�ZKLFK�
FUHDWHV�D�VROLG�IRXQGDWLRQ�IRU�WKH�H[WUHPLWLHV�WR�ZRUN�IURP�ZLWKRXW�KDYLQJ�WR�RYHUXVH�WKH�H[WUHPLWLHV�
WR�DLG�73&�VWDELOL]DWLRQ��+\GUDXOLF�DPSOL¿HU�RFFXUV�ZKHQ� WKH�PXOWL¿GLL� DQG� OXPEDU�HUHFWRU� VSLQDH�
FRQWUDFW�LQWR�WKH�WKRUDFROXPEDU�IDVFLD�DQG�FRQWUDFWLRQ�RI�WKH�WUDQVYHUVXV�DEGRPLQXV�ZKLFK�GUDZV�WKH�
WKRUDFROXPEDU�IDVFLD�WDXW�DQG�WKHUHE\�SURGXFHV�D�VWLIIHQLQJ�HIIHFW�RQ�WKH�WKRUDFRSHOYLF�FDQLVWHU��7KLV�
SURYLGHV�WKH�WUXQN��VSLQH��DQG�SHOYLV�WKH�DELOLW\�WR�VLPXOWDQHRXVO\�VWDELOL]H�DQG�GHFRPSUHVV�WKH�VSLQH��
ZKLFK�LV�NH\�WR�SURYLGLQJ�ORQJ�WHUP�KHDOWK�RI�WKH�RYHUDOO�PXVFXOR�VNHOHWDO�IDVFLDO�V\VWHP�



���&+$37(5�(/(9(1���&21&/86,21��_

���')286%8-32�
7KH�JRDO�IRU�RSWLPDO�PRYHPHQW�LQ�WKH�KXPDQ�ERG\�LV�WR�RSWLPDOO\�FHQWUDWH�RU�DOLJQ�WKH�MRLQW�VXUIDFHV�
DQG� WR� DEOH� WR� OHQJWKHQ� WKURXJK� WKH� DUWLFXODWLRQV��ZKLFK� SURYLGHV� WKH� EDVH� IRU� SXUH� D[LDO� URWDWLRQ��
$Q� LPSRUWDQW� FRQFHSW� RYHUORRNHG� LQ�PDQ\� FRUH� VWDELOL]DWLRQ� VWUDWHJLHV� LV� MRLQW� FHQWUDWLRQ� DQG� WKH�
ORFDO�VWDELOL]DWLRQ�V\VWHP�RI� LQGLYLGXDO� MRLQWV��7KH� ORFDO�V\VWHP�PXVFOHV�DWWDFK�FORVH� WR� WKH�D[LV�RI�
URWDWLRQ�DQG�DUH�QRW�GLUHFWLRQ�VSHFL¿F��PHDQLQJ�WKDW�WKH�SRVLWLRQ�RI�WKH�MRLQWV�KDV�QR�EHDULQJ�RQ�WKH�
HIIHFWLYHQHVV�RI� WKHLU� FRQWUDFWLRQV��7KLV� HQDEOHV� WKHVH�PXVFOHV� WR� IXQFWLRQ� HI¿FLHQWO\� LQ� VWDELOL]LQJ�
MRLQW�PRWLRQ��-RLQW�FHQWUDWLRQ�LV�FRPSURPLVHG�ZKHQ�WKH�ODUJHU�JOREDO�PXVFOH�V\VWHP�RYHUSRZHUV�WKH�
ORFDO�V\VWHP��GLVUXSWLQJ�WKH�RSWLPDO�D[LV�RI�URWDWLRQ��:KLOH�WKH�JOREDO�V\VWHP�PXVFOHV�DUH�H[WUHPHO\�
HIIHFWLYH�DW�SURGXFLQJ�JOREDO�VWDELOL]DWLRQ��WKHLU�DWWDFKPHQWV��ZKLFK�WHQG�WR�EH�IXUWKHU�IURP�WKH�D[LV�
RI�URWDWLRQ�WKDQ�WKH�ORFDO�VWDELOL]HUV��FDQQRW�SURYLGH�DGHTXDWH�LQWHUVHJPHQWDO�VWDELOL]DWLRQ�DQG�WHQG�WR�
RYHUFRPSUHVV�WKH�MRLQWV�ZKHQ�WKLV�VWDELOL]DWLRQ�VWUDWHJ\�EHFRPHV�FKURQLF��DV�LV�FRPPRQ�LQ�LQGLYLGXDOV�
ZKR�KDYH�FKURQLF�SDLQ��

7KH�VHFRQG�FRPSRQHQW�RI�MRLQW�FHQWUDWLRQ�LV�WKDW�WKH�MRLQWV�VKRXOG�PRYH�LQGHSHQGHQWO\�RI�HDFK�RWKHU�
XQGHU�QHXURPXVFXODU�FRQWURO��5HIHUUHG�WR�DV�µGLVVRFLDWLRQ¶��WKLV�HVVHQWLDOO\�PHDQV�WKDW�WKH�ULJKW�DUHD�
LV�PRYLQJ�DW�WKH�ULJKW�WLPH�ZLWK�WKH�ULJKW�DPRXQW�RI�FRQWURO��)RU�H[DPSOH��D�FOLHQW�VKRXOG�EH�DEOH�WR�
LQLWLDWH�KLS�ÀH[LRQ�ZLWKRXW�PRYLQJ�LQWR�D�SRVWHULRU�SHOYLF�WLOW��DQG�SURGXFH�VKRXOGHU�ÀH[LRQ�ZLWKRXW�
KDYLQJ�WR�RYHU�HOHYDWH�WKH�VFDSXODH���

:KHQ�D�MRLQW�LV�VWDELOL]HG�DQG�LV�DEOH�WR�GLVVRFLDWH�DSSURSULDWHO\�IURP�DGMRLQLQJ�MRLQW�DUWLFXODWLRQV��LW�
DOORZV�IRU�HTXDO�FR�FRQWUDFWLRQ�RI�WKH�VXUURXQGLQJ�PXVFXODWXUH�DQG�WKH�DELOLW\�WR�OHQJWKHQ�WKURXJK�WKH�
MRLQW� VWUXFWXUHV�� WKHUHE\�SURGXFLQJ�HI¿FLHQW�� FRRUGLQDWHG��DQG�ÀXLG�PRYHPHQWV�RI�HDFK�DUWLFXODWLRQ�
ZLWKLQ�WKDW�SRUWLRQ�RI�WKH�NLQHWLF�FKDLQ�

���-28)+6%8-32
2QFH�WKH�¿UVW�WZR�SULQFLSOHV�KDYH�EHHQ�DGGUHVVHG��PHDQLQJ�WKDW�WKH�FOLHQW�FDQ�EUHDWKH�DQG�VWDELOL]H�
DSSURSULDWHO\��DV�ZHOO�DV�HI¿FLHQWO\�VWDELOL]H�DQG�GLVVRFLDWH�DW�WKH�DSSURSULDWH�VHJPHQWV�RI�WKH�NLQHWLF�
FKDLQ�� WKHVH�SULQFLSOHV�PXVW� EH� LQWHJUDWHG� LQWR� IXQFWLRQDO�PRYHPHQW�SDWWHUQV��7KLV�RSWLPDO�SDWWHUQ�
RI�FRRUGLQDWLRQ�EHWZHHQ�UHVSLUDWLRQ��VWDELOL]DWLRQ��DQG�GLVVRFLDWLRQ�LV� WKH�NH\�WR�SURGXFLQJ�VPRRWK��
HI¿FLHQW�PRYHPHQW��7KHVH�RSWLPDO�PRYHPHQW�SDWWHUQV�KDYH�EHHQ�ORVW�LQ�PDQ\�RI�RXU�FOLHQWV�WKURXJK�
GHYHORSPHQW��UHFDOO�9RMWD�PHQWLRQHG�WKDW�RQH�WKLUG�RI�FKLOGUHQ�GR�QRW�GHYHORS�RSWLPDO�QHXURPRWRU�
SDWWHUQV��� DV� ZHOO� DV� PRGHUQ� FRQYHQLHQFHV� VXFK� DV� EDE\� DFWLYLW\� FHQWHUV� �-RKQQ\� -XPS� 8SV� DQG�
VLPLODU� DSSDUDWXV��� VKRHV� DQG� RUWKRWLF� VXSSRUW�� ZDONLQJ� RQ� ÀDW� VXUIDFHV�� VHDWHG� RFFXSDWLRQV�� DQG�
PRGHUQ�FRQYHQLHQFHV�VXFK�DV�FRPSXWHUV��HOHYDWRUV��DQG�FDUV��$OO�RI�WKHVH�IDFWRUV�GULYH�DQG�SHUSHWXDWH�
G\VIXQFWLRQ��FUHDWLQJ�PDQ\�RI�WKH�PXVFOH�LPEDODQFH�V\QGURPHV�VR�SUHYDOHQW�LQ�PRGHUQ�VRFLHW\��7R�
JLYH�WKHVH�FOLHQWV�WKH�EHVW�FKDQFH�IRU�VXFFHVV�DQG�NHHS�XS�ZLWK�WKHLU�HYHU�FKDQJLQJ�HQYLURQPHQW�WKDW�
FRQVSLUHV�WR�NHHS�WKHP�VHGHQWDU\�DQG�YRLG�RI�QDWXUDO�GHYHORSPHQWDO�DFWLYLW\��LW�LV�WKH�MRE�RI�WKH�¿WQHVV�
SURIHVVLRQDO��SK\VLFDO�WKHUDSLVW��DQG�PRYHPHQW�VSHFLDOLVW�WR�KHOS�WKHVH�LQGLYLGXDOV�LQWHJUDWH�WKHVH�ORVW�
PRYHPHQW�SDWWHUQV�EDFN�LQWR�WKHLU�GDLO\�OLYHV��:KHQ�WKLV�JRDO�LV�DFFRPSOLVKHG��WKH�FOLHQW�KDV�WKH�EHVW�
FKDQFH�IRU�VXFFHVV�DQG�WKH�RSSRUWXQLW\�WR�OLYH�DQ�DFWLYH�DQG�IXOO�OLIH�
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*-2%0�;36(
:KLOH�WKHVH�FRQFHSWV�GULYH�WKH�IXQGDPHQWDO�LGHDV�RI�FRUUHFWLYH�H[HUFLVH�DQG�IXQFWLRQDO�FRQGLWLRQLQJ�WKDW�
KDYH�EHHQ�SUHVHQWHG�LQ�WKLV�ERRN��WKHUH�LV�RQH�ODVW�FRPSRQHQW�WKDW�LV�HTXDOO\�LPSRUWDQW�LQ�GHWHUPLQLQJ�
WKH�HIIHFWLYHQHVV�RI�WKLV�DSSURDFK��$W�WKH�HQG�RI�WKH�GD\��GHVSLWH�DOO�WKH�EHVW�HIIRUWV�DQG�LQWHQWLRQV��LW�LV�
OLNHO\�PRUH�LPSRUWDQW�ZKR�WKH�WKHUDSLVW�RU�WUDLQHU�LV�DV�D�SHUVRQ��DQG�WKH�H[WHQW�WKDW�WKH\�DUH�ZLOOLQJ�WR�
EH�WKDW�SHUVRQ�DQG�JLYH�RI�WKHPVHOYHV�WR�VHUYH�WKHLU�FOLHQW��WKDW�ZLOO�EH�WKH�JUHDWHVW�GHWHUPLQDQW�RI�WKHLU�
FOLHQW¶V�VXFFHVV��$V�WKH�UHQRZQHG�SRHW�5DOSK�:DOGR�(PHUVRQ�VR�HORTXHQWO\�VXPPHG�LW�XS��

³7KH�SXUSRVH�RI�OLIH�LV�QRW�WR�EH�KDSS\��,W�LV�WR�EH�XVHIXO��WR�EH�KRQRUDEOH��WR�EH�FRPSDVVLRQDWH��WR�KDYH�
LW�PDNH�VRPH�GLIIHUHQFH�WKDW�\RX�KDYH�OLYHG�DQG�OLYHG�ZHOO�´

'%7)�789(-)7
7KUHH�FDVH�VWXGLHV�ZLOO�EH�SUHVHQWHG�LQ�WKLV�VHFWLRQ��7KH�JRDO�LV�QRW�WR�SURYLGH�LQ�GHSWK�DQDO\VLV�RI�HDFK�
FOLHQW�RU�RI�WKH�H[DFW�FRUUHFWLYH�H[HUFLVH�DQG�SURJUHVVLYH�WUDLQLQJ�SURJUDP�WKDW�ZDV�XWLOL]HG�ZLWK�HDFK�
LQGLYLGXDO��7KH\�DUH�SUHVHQWHG�WR�GHPRQVWUDWH�D�JXLGHOLQH�WR�KRZ�WKH�SULQFLSOHV�SUHVHQWHG�LQ�WKLV�ERRN�
FDQ�EH�XVHG�WR�UH�HVWDEOLVK�IXQFWLRQ�LQ�WKH�JHQHUDO�SRSXODWLRQ�FOLHQW�DQG�KHOS�UHVWRUH�WKHP�WR�D�KLJK�
OHYHO�RI�IXQFWLRQ��

���'0-)28�;-8,�%�638%836�'9**�8)%6�%2(�8,36%'-'�4%-2
$�PLGGOH�DJHG�IHPDOH�SUHVHQWHG�ZLWK�OHIW�VKRXOGHU�SDLQ�DQG�DQ�05,�GLDJQRVLV�RI�D�VXSUDVSLQDWXV�WHDU��
6KH�DOVR�UHSRUWHG�WKRUDFLF�SDLQ�RQ�WKH�VDPH�VLGH�RI�WKH�VKRXOGHU�WHDU��7KHVH�V\PSWRPV�KDYH�EHHQ�SUHVHQW�
IRU�WKH�SDVW�WKUHH�PRQWKV�DQG�VKH�KDV�QRW�UHVSRQGHG�IDYRUDEO\�WR�FRQVHUYDWLYH�SK\VLFDO�WKHUDS\�RU�GHHS�
P\RIDVFLDO�UHOHDVH��+HU�ZRUN�LQFOXGHG�ORQJ�KRXUV�RQ�WKH�FRPSXWHU�DQG�KHU�GLVFRPIRUW�OLPLWHG�KRZ�
ORQJ�VKH�FRXOG�ZRUN��6KH�KDV�EHHQ�XQDEOH�WR�H[HUFLVH�GXH�WR�WKH�LQWHQVLW\�RI�KHU�V\PSWRPV��6XUJHULHV�
LQFOXGHG�OHIW�IRRW�VXUJHU\�DSSUR[LPDWHO\�¿YH�\HDUV�SUHYLRXVO\�DQG�ELODWHUDO�EUHDVW�DXJPHQWDWLRQ�

46-1%6=�*-2(-2+7

7KH�FOLHQW�SUHVHQWHG�ZLWK�VWLIIQHVV�RI�KHU� OHIW� WKRUD[�DQG�D�IRUZDUG�� LQWHUQDOO\�URWDWHG� OHIW�VKRXOGHU�
FRPSOH[��6KH�KDG�SRRU�UHVSLUDWRU\�SDWWHUQV��GHPRQVWUDWLQJ�SRRU�XVH�RI�KHU�OHIW�VLGH�GLDSKUDJP�DQG�
RYHUXWLOL]DWLRQ�RI�KHU�DFFHVVRU\�PXVFOHV�RI�UHVSLUDWLRQ��6KH�KDG�OLPLWHG�GRUVLÀH[LRQ�LQ�KHU�OHIW�DQNOH�
DQG�RYHUDOO�OLPLWHG�VKRXOGHU�UDQJH�RI�PRWLRQ��'XULQJ�OHIW�VLQJOH�OHJ�VWDQFH��VKH�GHPRQVWUDWHG�D�OHIW�
ODWHUDO�WUXQN�VKLIW�DQG�WRH�JULSSLQJ�

46-1%6=�86)%81)28

,QLWLDO� WUHDWPHQW� ZDV� IRFXVHG� RQ� UHOHDVLQJ� VRIW�WLVVXH� UHVWULFWLRQV� DQG� PRELOL]LQJ� KHU� OHIW� WKRUD[��
'LDSKUDJPDWLF�EUHDWKLQJ�DQG�FRUH�DFWLYDWLRQ�ZDV�LQVWLWXWHG�WR�UHVWRUH�EDODQFH�WR�KHU�V\VWHP�DV�ZHOO�DV�
LPSURYH�WKRUDFRSHOYLF�VWDELOL]DWLRQ�RQ�KHU�OHIW�VLGH��DQG�VKH�ZDV�LQVWUXFWHG�WR�SUDFWLFH�WKLV�DW�KRPH��6KH�
ZDV�LQVWUXFWHG�WR�GLVFRQWLQXH�GHHS�WLVVXH�PDVVDJH�LQ�SODFH�RI�LQGLUHFW�P\RIDVFLDO�WHFKQLTXHV�WR�KHOS�
IXUWKHU�FDOP�GRZQ�KHU�QHUYRXV�V\VWHP�DQG�SURYLGH�D�PRUH�JHQWOH�IRUP�RI�P\RIDVFLDO�UHOHDVH��$IWHU�WKH�
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LQLWLDO�IHZ�ZHHNV�RI�WUHDWPHQW��VKH�ZDV�SURJUHVVHG�WR�IXQFWLRQDO�SDWWHUQV�RI�PLQL�VTXDWV��VHDWHG�WUXQN�
URWDWLRQ�IRFXVLQJ�RQ�PDLQWDLQLQJ�D[LDO�URWDWLRQ��DQG�ZDOO�VXSSRUWHG�SODQN�LVRPHWULF�SRVLWLRQV�WR�UHVWRUH�
VFDSXODU�FRQWURO��2YHU�WKH�QH[W�IHZ�ZHHNV��KHU�SDWWHUQV�ZHUH�SURJUHVVHG�WR�WKH�SRLQW�ZKHUH�VKH�ZDV�
DEOH�WR�SHUIRUP�HDFK�RI�WKH�IXQGDPHQWDO�PRYHPHQW�SDWWHUQV�ZLWK�RSWLPDO�QHXURPRWRU�FRQWURO��$IWHU�
HLJKW�ZHHNV�RI�WUHDWPHQW��VKH�ZDV�UHOHDVHG�WR�ZRUN�ZLWK�D�¿WQHVV�SURIHVVLRQDO�WR�FRQWLQXH�WR�SURJUHVV�
KHU�PRYHPHQW�SDWWHUQV�

���'0-)28�;-8,�1)(-%0�/2))�4%-2
$����\HDU�ROG�PDOH�WULDWKOHWH�SUHVHQWHG�ZLWK�ULJKW�PHGLDO�NQHH�SDLQ��ZKLFK�ZDV�SUHVHQW�IRU�DSSUR[LPDWHO\�
WKUHH�ZHHNV�RI�WKH�¿QDO�WZR�PRQWKV�RI�WULDWKORQ�WUDLQLQJ��7KH�SDLQ�ZDV�ORFDOL]HG�WR�WKH�PHGLDO�UHJLRQ�
RI�WKH�NQHH�DQG�KH�GLG�QRW�H[SHULHQFH�WKH�SDLQ�ZKHQ�ELNLQJ�RU�VZLPPLQJ��+H�UHSRUWHG�D�NQHH�LQMXU\�
DSSUR[LPDWHO\�WHQ�\HDUV�SUHYLRXVO\��DOWKRXJK�KH�GLG�QRW�UHFDOO�DQ\�VLJQL¿FDQW�UHVLGXDO�HIIHFWV�RI�WKH�
LQMXU\��+H�KDG�WULHG�FRQVHUYDWLYH�WUHDWPHQW��LQFOXGLQJ�PDVVDJH�DQG�SK\VLFDO�WKHUDS\��ZLWK�QR�VLJQL¿FDQW�
UHOLHI��

46-1%6=�*-2(-2+7

7KH�FOLHQW�SUHVHQWHG�ZLWK�D�WKRUDFLF�ORUGRVLV�DQG�ULJKW�LQWHUQDO�KLS�URWDWLRQ�RQ�SRVWXUDO�HYDOXDWLRQ��+H�
SULPDULO\�EUHDWKHG�XWLOL]LQJ�DQ�DFFHVVRU\�GRPLQDQW�SDWWHUQ��+H�GHPRQVWUDWHG�WRH�JULSSLQJ�DQG�LQFUHDVHG�
LQWHUQDO�URWDWLRQ�RI�WKH�KLS�GXULQJ�ULJKW�VLQJOH�OHJ��7KHUH�ZDV�ELODWHUDO�JOXWHXV�PHGLXV�LQKLELWLRQ�RQ�
PXVFOH�WHVWLQJ��

46-1%6=�86)%81)28

,QLWLDOO\�WKH�FOLHQW�ZDV�WDNHQ�RII�UXQQLQJ��DOWKRXJK�KH�ZDV�DOORZHG�WR�FRQWLQXH�VZLPPLQJ�DQG�ELNLQJ��
7UHDWPHQW�LQFOXGHG�PRELOL]DWLRQ�DQG�VRIW�WLVVXH�WHFKQLTXHV�WR�WKH�FOLHQW¶V�WKRUD[��+H�ZDV�LQVWUXFWHG�LQ�
SURSHU�GLDSKUDJPDWLF�EUHDWKLQJ�DQG�FRUH�DFWLYDWLRQ��,Q�WKH�LQLWLDO�SKDVHV�KH�ZDV�LQVWUXFWHG�LQ�LVRODWHG�
FORVHG�FODP�DQG�VXSSRUWHG�VTXDW�SDWWHUQV�DQG�SURJUHVVHG�WR�WKH�VSOLW�VTXDW�DQG�FUDE�ZDON�SDWWHUQV��$IWHU�
WZR�ZHHNV�KH�ZDV�SURJUHVVHG�WR�VSOLW�VTXDW�WR�VLQJOH�OHJ�VWDQFH��ZLWK�IRFXV�RQ�PDLQWDLQLQJ�D�ORQJ�VSLQH��
D�VTXDUHG�SHOYLV��DQG�WKH�IRRW�WULSRG��+H�ZDV�ZRUNHG�EDFN�LQWR�D�UXQ�ZDON�URXWLQH�WR�WUDQVLWLRQ�KLP�
EDFN�LQWR�UXQQLQJ��7KLV�FOLHQW�SURJUHVVHG�ZHOO�DQG�ZDV�DEOH�WR�FRPSOHWH�KLV�WULDWKORQ�

���'0-)28�;-8,�&-0%8)6%0�40%28%6�*%7'--8-7�
$����\HDU�ROG�IHPDOH�SUHVHQWHG�ZLWK�ELODWHUDO�SODQWDU�IDVFLLWLV��6KH�IDLOHG�WR�UHVSRQG�WR�FRQVHUYDWLYH�
SK\VLFDO� WKHUDS\� WUHDWPHQW�� ZKLFK� LQFOXGHG� VRIW�WLVVXH� ZRUN� DV� ZHOO� DV� XOWUDVRXQG� DQG� H[HUFLVH��
&RUWLVRQH� LQMHFWLRQV� DQG� RUWKRWLFV� SURYLGHG� RQO\� PLQLPDO� UHOLHI�� 6LJQL¿FDQW� KLVWRU\� LQFOXGHG� RQH�
FDHVDULDQ�VHFWLRQ�DQG�RQH�YDJLQDO�ELUWK��6KH�KDG�DOVR�XQGHUJRQH�D�K\VWHUHFWRP\�VHYHUDO�\HDUV�SULRU�WR�
WKH�RQVHW�RI�IRRW�SDLQ��7KH�IRRW�GLVFRPIRUW�PDGH�ZDONLQJ�XQEHDUDEOH�DQG�VKH�ZDV�XQDEOH�WR�H[HUFLVH�
GXH�WR�WKH�SDLQ��+HU�MRE�UHTXLUHG�KHU�WR�VWDQG�IRU�VHYHUDO�KRXUV�SHU�GD\�

46-1%6=�*-2(-2+7

7KH� FOLHQW� SUHVHQWHG�ZLWK� D� WKRUDFLF� H[WHQVLRQ� �ORUGRVLV��� SRVWHULRU� SHOYLF� URWDWLRQ�� WKRUDFROXPEDU�
K\SHUH[WHQVLRQ��DQG�JULSSLQJ�WKURXJK�ERWK�KHU�WKRUDFLF�H[WHQVRUV�DQG�H[WHUQDO�REOLTXHV��+HU�WKRUD[�
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ZDV�ULJLG�XSRQ�URFNLQJ�DQG�WKHUH�ZDV�PLQLPDO�ODWHUDO�DQG�SRVWHULRU�GLDSKUDJPDWLF�H[FXUVLRQ�GXULQJ�
UHVSLUDWLRQ��7KHUH�ZDV�SDOSDEOH�WHQGHUQHVV�DW�WKH�LQVHUWLRQ�RI�WKH�SODQWDU�IDVFLD�DQG�K\SHUWRQLFLW\�DORQJ�
WKH�PHGLDO�DVSHFW�RI�ERWK�IHHW��7KHUH�ZDV�ELODWHUDO�LQKLELWLRQ�RI�KHU�TXDGUDWXV�OXPERUXP�DQG�JOXWHXV�
PHGLXV�DV�ZHOO�DV�RI�WKH�LQWULQVLF�PXVFOHV�RI�KHU�IHHW�

46-1%6=�86)%81)28

*LYHQ�KHU� H[WHQVLYH� VXUJLFDO� KLVWRU\� DQG� ODFN�RI� UHVSRQVH� WR�ERWK� FRQVHUYDWLYH� DV�ZHOO� DV� VXUJLFDO�
DSSURDFKHV��WKLV�FOLHQW¶V�DSSURDFK�LQFOXGHG�VSHFL¿F�VRIW�WLVVXH�UHOHDVH�RI�KHU�DEGRPHQ��PRELOL]DWLRQ�RI�
KHU�WKRUD[��DQG�YLVXDOL]DWLRQ�WHFKQLTXHV�LQFOXGLQJ�GLDSKUDJPDWLF�EUHDWKLQJ�WR�TXLHW�WKH�RYHUDFWLYLW\�RI�
WKH�JOREDO�PXVFOHV�RI�WKH�WUXQN��6KH�ZDV�LQVWUXFWHG�WR�SUDFWLFH�WKHVH�YLVXDOL]DWLRQV�DQG�GLDSKUDJPDWLF�
EUHDWKLQJ�URXWLQHO\�WKURXJKRXW�KHU�GD\��7KH�WUXQN�ZDV�WDUJHWHG�EHFDXVH�VKH�KDG�UHFHLYHG�H[WHQVLYH�
WKHUDSHXWLF�LQWHUYHQWLRQ�WR�KHU�IHHW�DQG�DQNOHV�IRU�WKH�SUHYLRXV����PRQWKV��ZLWK�YHU\�PLQLPDO�EHQH¿W��
$IWHU�WZR�ZHHNV�VKH�KDG�D�����GHFUHDVH�LQ�IRRW�WHQGHUQHVV�DQG�ZDV�DEOH�WR�VWDQG�IRU�ORQJHU�SHULRGV�
RI�WLPH�WKURXJKRXW�WKH�GD\�ZLWK�OHVV�SDLQ��6SHFL¿F�VRIW�WLVVXH�WHFKQLTXHV�ZHUH�LQVWLWXWHG�WR�DFWLYDWH�
LQKLELWHG�IRRW�PXVFOHV��6KH�ZDV�LQVWUXFWHG�LQ�WKH�IRRW�WULSRG�DQG�WR�KROG�WKLV�LVRPHWULF�SRVLWLRQ�ZKLOH�
VWDQGLQJ�IRU�WKUHH�UHSHWLWLRQV�RI�WHQ�VHFRQG�KROGV��¿YH�WLPHV�SHU�GD\��+HU�SDLQ�FRQWLQXHG�WR�GHFUHDVH�
RYHU�WKH�QH[W�IHZ�ZHHNV�DQG�VKH�ZDV�DEOH�WR�HYHQWXDOO\�UHWXUQ�WR�VKRUW�GLVWDQFHV�RI�SDLQ�IUHH�ZDONLQJ�
EHIRUH�VKH�ZDV�GLVFKDUJHG�IURP�FDUH��

/I]�8S�7YGGIWW

;LIR�HIEPMRK�[MXL�GLVSRMG�MRNYVMIW��IWTIGMEPP]�MR�XLSWI�GPMIRXW�[LS�LEZI�FIIR�XLVSYKL�I\XIRWMZI�TVMSV�
XLIVET]�� MX� MW�SJXIR�LIPTJYP� XS� PSSO� JSV� XLSWI�HVMZIVW� XLEX� WSQIXMQIW� WIIQ�YRVIPEXIH� XS� XLI�EVIE�SJ�
GSQTPEMRX���-R�GLVSRMG�TEMR�ERH�H]WJYRGXMSR��VEVIP]�MW�XLI�EVIE�SJ�GSQTPEMRX�XLI�HVMZMRK�JEGXSV�¯�MJ�MX�[EW��
XLI�GPMIRX�[SYPH�LEZI�KIRIVEPP]�FIIR�VILEFMPMXEXIH�EW�E�VIWYPX�SJ�XLIMV�TVIZMSYW�XLIVETIYXMG�MRXIVZIRXMSRW��

/)=��4IVJSVQ�E�XLSVSYKL�LMWXSV]�ERH�IZEPYEXMSR�SR�XLI�GPMIRX��QEOMRK�WYVI�XLEX�WTIGMEP�EXXIRXMSR�MW�
TEMH�XS�WMXYEXMSRW�ERH�VIKMSRW�XLEX�QE]�RSX�WIIQ�VIPEXIH��MRGPYHMRK�TVMSV�WYVKIVMIW��EFHSQMREP
��XVEYQEW�
�EGYXI�EW�[IPP�EW�FVSOIR�FSRIW
��ERH�I\IVGMWIW��WYGL�EW� MJ� XLI]�[IVI�E�K]QREWX��HERGIV��IXG�� MR� XLIMV�
]SYRKIV�]IEVW
��8LIWI�EVI�SJXIR�XLI�OI]�XS�HMWGSZIVMRK�XLI�JEGXSVW�HVMZMRK�XLIMV�GYVVIRX�MWWYIW�ERH�EVI�
SJXIR�SZIVPSSOIH��
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/)=�8)61-2303+=
%&&6):-%8-327
$&�±�DFURPLRFODYLFXODU�MRLQW�
*+�±�JOHQRKXPHUDO�MRLQW�
)$�±�IHPRURDFHWDEXODU�MRLQW�
)07�±�IXQFWLRQDO�PXVFOH�WHVW�
/3+�±�OXPER�SHOYLF�KLS�FRPSOH[�
007�±�PDQXDO�PXVFOH�WHVW�
106�±�QHXURPXVFXORVNHOHWDO�V\VWHP�
6,-�±�VDFUR�LOLDF�MRLQW�
6&�±�VWHUQRFODYLFXODU�MRLQW�
67�±�VFDSXOR�WKRUDFLF�DUWLFXODWLRQ��
7/�±�WKRUDFROXPEDU�
73&�±�WKRUDFRSHOYLF�FDQLVWHU

%'8-:%8-32�
7HFKQLTXHV�WR�VWLPXODWH�WKH�SURSULRFHSWLYH�V\VWHP�WR�LQFUHDVH�WKH�VWUHQJWK�RU�UHVSRQVH�RI�WKH�PXVFOH�
V\VWHP�� 7HFKQLTXHV� IRU� DFWLYDWLRQ� LQFOXGH� YLVXDOL]DWLRQ�� LVRPHWULF� FRQWUDFWLRQV�� SDOSDWLRQ� �RI�
PXVFORIDVFLDO�DWWDFKPHQWV��OLJDPHQWV��VNLQ��RU�MRLQW�FDSVXOH���DQG�EUHDWKLQJ��

%68,63+)2-'�-2,-&-8-32
0XVFOH�LQKLELWLRQ�FDXVHG�E\�RYHUVWUHWFKLQJ��RYHUFRPSUHVVLRQ��VZHOOLQJ��DQG�RU�LQWHUQDO�GHUDQJHPHQW�
RI�D�MRLQW��

%983+)2-'�-2,-&-8-32
$�SURWHFWLYH�UHÀH[�UHJXODWHG�E\�WKH�JROJL�WHQGRQ�RUJDQV�WKDW�FDXVHV�PXVFOH�LQKLELWLRQ�LQ�UHVSRQVH�WR�
H[FHVVLYH�LQFUHDVHV�LQ�PXVFOH�WHQVLRQ��

%<-7�3*�638%8-32
7KH�LPDJLQDU\�FHQWUDO�SRLQW�RU�OLQH�WKURXJK�D�MRLQW�DURXQG�ZKLFK�WKH�MRLQW�URWDWHV��7KLV�D[LV�LV�GHWHUPLQHG�
E\�WKH�VKDSH�RI�WKH�MRLQWV�DV�ZHOO�DV�WKH�VRIW�WLVVXH�VWUXFWXUHV��MRLQW�FDSVXOH�DQG�OLJDPHQWV��WKDW�VXUURXQG�
WKH�DUWLFXODWLRQ��0DLQWDLQLQJ�DQ�LGHDO�D[LV�RI�URWDWLRQ�LV�GHSHQGHQW�RQ�LGHDO�PXVFOH�V\QHUJ\��RSWLPDO�
PRWRU�FRQWURO��DQG�WKH�VXEVHTXHQW�FRQWURO�RI�MRLQW�FHQWUDWLRQ��

&6%'-2+�786%8)+=�
&R�FRQWUDFWLRQ�RI�WKH�PXVFOHV�DURXQG�D�MRLQW�WR�LPSURYH�JURVV�VWDELOL]DWLRQ��)RU�H[DPSOH��FR�FRQWUDFWLRQ�
RI� WKH� DEGRPLQDOV� DQG� HUHFWRU� VSLQDH� DURXQG� WKH� WUXQN� DQG� VSLQH� IRU� LPSURYHG� VWDELOL]DWLRQ��7KLV�
VWUDWHJ\�PD\�EHFRPH�GHWULPHQWDO�LI�PDLQWDLQHG�IRU�ORQJ�SHULRGV�RI�WLPH�DQG�RU�LW�LV�WKH�LQGLYLGXDO¶V�
RQO\�VWDELOL]DWLRQ�VWUDWHJ\��



��� _��&255(&7,9(�(;(5&,6(�62/87,216�72�&20021�+,3�$1'�6+28/'(5�'<6)81&7,21

')286%0�2)6:397�7=78)1
7KH�SDUW�RI�WKH�QHUYRXV�V\VWHP�WKDW�LQFOXGHV�WKH�EUDLQ�DQG�VSLQDO�FRUG��

')286%8-32�
0DLQWDLQLQJ� RSWLPXP� FRQJUXHQF\� EHWZHHQ� DUWLFXODU� VXUIDFHV� ZKLOH� HQVXULQJ� DQ� RSWLPDO� D[LV� RI��
URWDWLRQ��5HOLHV�XSRQ�WKH�DELOLW\�WR�HOLFLW�WKH�RSWLPDO�QHXURPRWRU�FRQWURO�WR�ERWK�VWDELOL]H�DQG�GLVVRFLDWH�
MRLQW�VWUXFWXUHV�

'3�%'8-:%8-32�
$� FRQWUDFWLRQ� RI� WKH� PXVFOHV� VXUURXQGLQJ� WKH� MRLQW� WR� PDLQWDLQ� DQ� RSWLPXP� D[LV� RI� URWDWLRQ� DQG��
MRLQW�FHQWUDWLRQ���

'32')286-'�'3286%'8-32�
$�PXVFOH�FRQWUDFWLRQ�LQ�ZKLFK�WKH�DWWDFKPHQWV�RI�WKH�PXVFOH�DUH�JHWWLQJ�FORVHU�WRJHWKHU�LQ�RUGHU�WR�
PRYH�RU�DFFHOHUDWH�D�UHVLVWDQFH�

'366)'8-:)�)<)6'-7)�
([HUFLVH�GHVLJQHG�WR�VSHFL¿FDOO\�DGGUHVV�SRVWXUDO�DOWHUDWLRQV��IDXOW\�VWDELOL]DWLRQ��DQG�RU�G\VIXQFWLRQDO�
PRYHPHQW�SDWWHUQV��ZLWK�WKH�SULPDU\�REMHFWLYH�EHLQJ�HQKDQFHG�HI¿FLHQF\�RI�WKH�QHXURPXVFXORVNHOHWDO�
V\VWHP�DQG�ZLWK�OHVV�GHWULPHQWDO�VWUHVVHV�SODFHG�XSRQ�WKH�MRLQW�DQG�VRIW�WLVVXH�VWUXFWXUHV��

(-773'-%8-32�
7KH�DELOLW\�WR�PRYH�RQH�ERQH�RI�D�MRLQW�DUWLFXODWLRQ�LQGHSHQGHQW�RI�DQRWKHU�XQGHU�RSWLPDO�PRWRU�FRQWURO�

(6-:)67
'ULYHUV�DUH�VLWXDWLRQV��FRQGLWLRQV��RU�VWUDWHJLHV�WKDW�FUHDWH�D�VSHFL¿F�UHDFWLRQ�LQ�WKH�ERG\��)RU�H[DPSOH��
DEGRPLQDO�VXUJHU\�LV�D�VWURQJ�GULYHU�RI�ORZ�EDFN�G\VIXQFWLRQ�EHFDXVH�LW�FDQ�OHDG�WR�LQKLELWLRQ�RI�WKH�
ORFDO�V\VWHP�DQG�XS�UHJXODWLRQ�RI�WKH�JOREDO�V\VWHP�RI�WKH�OXPERSHOYLF�KLS�FRPSOH[��2WKHU�GULYHUV�WKDW�
FRQWULEXWH�WR�PRYHPHQW�G\VIXQFWLRQ�LQFOXGH�SRRU�SHUIRUPDQFH�RI�H[HUFLVH�SDWWHUQV��OHDUQHG�EHKDYLRUV��
SRRU�FXLQJ��IDWLJXH��HPRWLRQDO�VWUHVV��DQG�SRRU�QXWULWLRQ��

)'')286-'�'3286%'8-32�
$�PXVFOH�FRQWUDFWLRQ�LQ�ZKLFK�WKH�PXVFOH�DWWDFKPHQWV�DUH�JHWWLQJ�IXUWKHU�DSDUW�LQ�RUGHU�WR�GHFHOHUDWH�
D�PRYHPHQW��

*%'-0-8%8-32�
7KH�KDVWHQLQJ�RU�HQKDQFHPHQW�RI�D�UHÀH[LYH�UHDFWLRQ��)DFLOLWDWLRQ�RI�D�PRYHPHQW�DQG�RU�DFWLYLW\�FDQ�
EH�HQKDQFHG�E\�WKH�XVH�RI�SDOSDWLRQV�DQG�UHÀH[LYH�VWUHWFKLQJ��DV�ZHOO�DV�WDFWLOH��YHUEDO�FXHV��DQG�RU�
YLVXDOL]DWLRQ�FXHV�
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*))(&%'/
6HQVRU\�UHVSRQVHV�GHWHFWHG�E\�YDULRXV�SURSULRFHSWRUV�RI�WKH�SURSULRFHSWLYH�V\VWHP�LQ�WKH�SHULSKHU\�
DQG� UHOD\HG� WR� WKH� FHQWUDO� QHUYRXV� V\VWHP� UHJDUGLQJ� WKH� GLUHFWLRQ�� VSHHG�� DPSOLWXGH�� DQG� IRUFH� RI�
PRYHPHQW�RU�UHVLVWDQFH�LQ�D�SDUWLFXODU�ERG\�UHJLRQ��

*))(�*36;%6(�1)',%2-71
$QWLFLSDWRU\� SUH�FRQWUDFWLRQ� RI� FHUWDLQ� PXVFOHV� �JHQHUDOO\� WKH� RQH�MRLQW� PXVFOHV�� PLOOLVHFRQGV�
EHIRUH�D�SULPH�PRYHPHQW�RFFXUV�LQ�RUGHU�WR�VWDELOL]H�WKH�MRLQW�VWUXFWXUHV��)RU�H[DPSOH��UHVHDUFK�KDV�
GHPRQVWUDWHG� WKH� WUDQVYHUVXV�DEGRPLQLV�DQG�SHOYLF�ÀRRU�SUH�DFWLYDWH�SULRU� WR� WKH� LQLWLDWLRQ�RI� OLPE�
PRWLRQ�LQ�LQGLYLGXDOV�ZLWKRXW�SDLQ�RU�WUDXPD��

*0)<-32�-2830)6%2')
7KH�LQDELOLW\�WR�WROHUDWH�ÀH[LRQ�SRVLWLRQV��$Q�DIIHFWHG�LQGLYLGXDO�ZLOO�WHQG�WR�ORVH�UDQJH�RI�PRWLRQ�DQG�
RU�VWUHQJWK�GXH�WR�DUWLFXODU�DQG�RU�VRIW�WLVVXH�VWUHVVHV��7KLV�LQGLYLGXDO�UHTXLUHV�LPSURYHG�VWDELOL]DWLRQ�
VWUDWHJLHV�DQG�HGXFDWLRQ�DV�WR�SURSHU�HUJRQRPLFV�DQG�H[HUFLVH��

*338�86-43(�
7KH�SRVLWLRQ�RI�IRRW�VWDELOLW\�ZKHUH�WKH�SUHVVXUHV�RQ�WKH�IRRW�DUH�EDODQFHG�DQG�VXSSRUWHG�RQ�WKH�SODQWDU�
VXUIDFHV�RI�WKH�¿UVW�PHWDWDUVRSKDODQJHDO��¿IWK�PHWDWDUVRSKDODQJHDO��DQG�FDOFDQHXV��

*36')�'3940)
7ZR� RU� PRUH� PXVFOHV� WKDW� SXOO� UHODWLYHO\� HTXDOO\� DQG� RSSRVLWHO\�� FUHDWLQJ� URWDWLRQ�� )RU� H[DPSOH��
FRQWUDFWLRQ�RI�WKH�XSSHU�WUDSH]LXV�DQG�ORZHU�WUDSH]LXV�FUHDWHV�XSZDUG�URWDWLRQ�RI�WKH�VFDSXOD�

*92(%1)28%0�13:)1)28�4%88)627
7KH�PRYHPHQW� SDWWHUQV� WKDW� IRUP� WKH� EDVLV� RI� DOO� IXQFWLRQDO� PRYHPHQW�� 7KHVH� LQFOXGH� VTXDWWLQJ��
OXQJLQJ��SXVKLQJ��SXOOLQJ��URWDWLRQ��EUHDWKLQJ��DQG�JDLW��

,-0832´7�0%;
$�QHUYH�WKDW�LQQHUYDWHV�D�VSHFL¿F�MRLQW�DOVR�LQQHUYDWHV�WKH�PXVFOHV�DQG�VNLQ�DVVRFLDWHG�ZLWK�WKDW�MRLQW��
7KLV�LV�WKH�EHQH¿W�RI�XVLQJ�NLQHVWKHWLF�IHHGEDFN�VXFK�DV�WDSSLQJ��VFUDWFKLQJ��DQG�NLQHVLRWDSH��

,=4)613&-0-8=�
$�MRLQW�WKDW�PRYHV�WRR�IUHHO\�VHFRQGDU\�WR�ORVV�RI�SDVVLYH�UHVWUDLQW�RI�WKH�MRLQW�FDSVXOH��OLJDPHQWV�DQG�
RU�LQVXI¿FLHQW�PRWRU�FRQWURO�

,=4313&-0-8=
$�MRLQW�WKDW�GRHV�QRW�SRVVHVV�DGHTXDWH�PRELOLW\�GXH�WR�FDSVXODU�RU�P\RIDVFLDO�FRQWUDFWXUH�DV�ZHOO�DV�
VFDU�WLVVXH�RU�DGKHVLRQV�
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-2,-&-8-32
7KH�GHVHQVLWL]DWLRQ�RU� ODFN�RI�RSWLPDO�QHXURORJLFDO� LQSXW� LQWR� WKH� FRQWUDFWLOH� XQLWV� �P\RIDVFLDO�� RI�
WKH� ERG\� WKDW� LV� GLIIHUHQW� IURP� SXUH� PXVFOH� ZHDNQHVV�� ,Q� DQ� LQKLELWHG� PXVFOH�� WKHUH� LV� VXI¿FLHQW�
QHXURSK\VLRORJLFDO�VXSSRUW�RI�WKH�P\RIDVFLDO�VWUXFWXUHV��ZKHUHDV�ZHDNQHVV�RIWHQ�UHVXOWV�VHFRQGDU\�WR�
WKH�ODFN�RI�LGHDO�SK\VLRORJLFDO�VXSSRUW��,QKLELWHG�PXVFOHV�WKDW�WHVW�ZHDN�ZLOO�RIWHQ�WHVW�VWURQJ�GLUHFWO\�
DIWHU�DQ�DFWLYDWLRQ�VWUDWHJ\�VXFK�DV�RULJLQ�LQVHUWLRQ�SDOSDWLRQ��LVRPHWULF�SRVLWLRQ��MRLQW�FHQWUDWLRQ��RU�
RWKHU�W\SH�RI�NLQHVWKHWLF��WDFWLOH��IDFLOLWDWLRQ��

-28)+6%8-32�
&RRUGLQDWLRQ� RI� IXQGDPHQWDO� PRYHPHQW� SDWWHUQV� ZLWK� RSWLPDO� FHQWUDWLRQ� DQG� LGHDO� VHTXHQFLQJ� RI�
VWDELOL]DWLRQ��GLVVRFLDWLRQ��DQG�EUHDWKLQJ�

-731)86-'�'3286%'8-32�
$� PXVFOH� FRQWUDFWLRQ� ZKHUH� WKHUH� LV� QR� QHW� FKDQJH� LQ� WKH� OHQJWK� RI� WKH� PXVFOH�� 7KHVH� W\SHV� RI�
FRQWUDFWLRQV�DUH�XVHG�WR�VWDELOL]H�D�MRLQW�RU�ERG\�SRVLWLRQ�DV�ZHOO�DV�DLG�WKH�WUDQVLWLRQ�EHWZHHQ�HFFHQWULF�
DQG�FRQFHQWULF�FRQWUDFWLRQV��

/-2)8-'�',%-2
7KH�FRQMRLQHG�RVVHRXV��DUWLFXODU��P\RIDVFLDO��DQG�QHXUDO�VWUXFWXUHV�WKDW�DUH�LQWHUUHODWHG�DQG�IXQFWLRQ�
WRJHWKHU�WR�SURGXFH�DQ�DFWLRQ�ZLWKLQ�WKH�ERG\��)RU�H[DPSOH��DOO�WKH�VWUXFWXUHV�RI�WKH�IRRW��DQNOH��NQHH��
KLS��DQG�SHOYLV�PDNH�XS�WKH�ORZHU�NLQHWLF�FKDLQ��ZKLOH�WKH�VWUXFWXUHV�RI�WKH�WKRUD[��VFDSXOD��KXPHUXV��
HOERZ��ZULVW��DQG�KDQG�FRPSULVH�WKH�XSSHU�NLQHWLF�FKDLQ��

0%;�3*�*%'-0-8%8-32
:KHQ� DQ� LPSXOVH�PRYHV� UHSHDWHGO\� WKURXJK� D� FHUWDLQ� QHXUDO� SDWKZD\�� LW� WHQGV� WR�PRYH� DORQJ� WKLV�
SDWKZD\�ZLWK�JUHDWHU�HDVH��PHHWLQJ�OHVV�UHVLVWDQFH�ZLWK�HDFK�VXFFHVVLYH�SDVVLQJ��,VRPHWULF�SRVLWLRQV��
WDFWLOH�RU�NLQHVWKHWLF�SDOSDWLRQ��RU�NLQHVLRWDSH�DUH�HIIHFWLYH�ZD\V�RI�IDFLOLWDWLQJ�PXVFOH�FRQWUDFWLRQ�

0%;�3*�-66%(-%8-32
,UUDGLDWLRQ� LV� WKH� VSUHDGLQJ�RI� H[FLWHPHQW� WKURXJKRXW� WKH� QHUYRXV� V\VWHP��)DFLOLWDWLRQ� RI� D�PXVFOH�
DORQJ�D�NLQHWLF�FKDLQ�RU�FHQWUDWLRQ�RI�RQH�MRLQW�FDQ�LPSURYH�IXQFWLRQDO�PXVFOH�DFWLYDWLRQ�RU�FHQWUDWLRQ�
DORQJ�WKH�HQWLUH�NLQHWLF�FKDLQ��)RU�H[DPSOH��FHQWUDWLRQ�RI�WKH�DQNOH�MRLQW�FDQ�KHOS�FHQWUDWH�WKH�NQHH��WKH�
KLS��DQG�WKH�SHOYLV��6LPLODUO\��DFWLYDWLRQ�RI�WKH�VFDSXODU�VWDELOL]HUV�FDQ�IDFLOLWDWH�DFWLYDWLRQ�DORQJ�WKH�
VWDELOL]HUV�RI�WKH�HQWLUH�XSSHU�DUP��

0%;�3*�79'')77-:)�-2(9'8-32
&RQWUDFWLRQ�RI�DQ�DJRQLVW�IROORZHG�E\�WKH�FRQWUDFWLRQ�RI�LWV�IXQFWLRQDO�DQWDJRQLVW�ZLOO�UHVXOW�LQ�D�VWURQJHU�
FRQWUDFWLRQ�RI�WKH�DJRQLVW��)RU�H[DPSOH��FRQWUDFWLRQ�RI�WKH�JOXWHXV�PD[LPXV�IROORZHG�E\�D�FRQWUDFWLRQ�
RI�WKH�SVRDV�PDMRU�ZLOO�UHVXOW�LQ�D�VWURQJHU�FRQWUDFWLRQ�RI�WKH�JOXWHXV�PD[LPXV�RQ�VXEVHTXHQW�DWWHPSWV��

032+�74-2)
1HXWUDO�DOLJQPHQW�RI�WKH�VSLQH�RYHU�WRS�WKH�SHOYLV�ZKHUH�WKHUH�LV�PD[LPXP�OHQJWK�DQG�VWDELOL]DWLRQ�DW�
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HDFK�UHJLRQ��7KH�LQGLYLGXDO�YLVXDOL]HV�D�VWULQJ�SXOOLQJ�FHSKDOLFDOO\��XS��RQ�WKH�SRVWHULRU�DVSHFW�RI�WKH�
RFFLSXW�DQG�D�VWULQJ�SXOOLQJ�FDXGDOO\��GRZQ��XSRQ�WKH�FRFF\[��

4)6-4,)6%0�2)6:397�7=78)1
7KH�SDUW�RI�WKH�QHUYRXV�V\VWHP�WKDW�LQFOXGHV�WKH�FUDQLDO�DQG�VSLQDO�QHUYHV��

46346-3')48-32
7KH�DZDUHQHVV�RI�WKH�SDUWV�RI�WKH�ERG\�GHWHFWHG�WKURXJK�WKH�YDULRXV�SURSULRFHSWRUV�DQG�SURFHVVHG�E\�WKH�
FHQWUDO�QHUYRXV�V\VWHP��,PSURYLQJ�SURSULRFHSWLRQ�LV�DQ�LPSRUWDQW�FRQFHSW�LQ�PRWRU�FRQWURO�DV�LQMXU\��
DWURSK\�RI�RQH�MRLQW� VWDELOL]HUV�� DQG� MRLQW� LQIXVLRQ�KDYH� DOO� EHHQ� VKRZQ� WR�GHFUHDVH�SURSULRFHSWLYH�
DZDUHQHVV�RI�ERWK�MRLQW�SRVLWLRQ�DZDUHQHVV�DQG�PXVFOH�DFWLYDWLRQ��

6)'-463'%0�-2,-&-8-32
$�QRUPDO�PXVFOH�LQKLELWLRQ�RI�WKH�DQWDJRQLVW�VHFRQGDU\�WR�WKH�FRQWUDFWLRQ�RI�WKH�DJRQLVW��)RU�H[DPSOH��
FRQWUDFWLRQ�RI�WKH�KLS�ÀH[RUV�LQKLELWV�WKH�KLS�H[WHQVRUV���

6)*0)<-:)�-2,-&-8-32
0XVFOH�LQKLELWLRQ�VHFRQGDU\�WR�MRLQW�LQMXU\��ZKLFK�RIWHQ�UHVXOWV�LQ�WKH�VHOHFWLYH�DWURSK\�RI�WKH�PXVFOHV�
PRVW�UHVSRQVLEOH�IRU�MRLQW�VWDELOL]DWLRQ�

6):)67)�197'0)�*92'8-32
7KH� GLVWDO� DWWDFKPHQW� RI� D�PXVFOH� SXOOLQJ� WKH� SUR[LPDO� SRUWLRQ� RI� WKH�PXVFOH� WRZDUGV� LWVHOI�� )RU�
H[DPSOH��WKH�PHWDWDUVDO�DWWDFKPHQW�RI�WKH�WLELDOLV�DQWHULRU�SXOOLQJ�WKH�WLELD�IRUZDUG�RYHU�WKH�IRRW�WR�DLG�
DQNOH�GRUVLÀH[LRQ�GXULQJ�WKH�JDLW�F\FOH��

759%6)(�4)0:-7�
7KH�SRVLWLRQ�ZKHUH�WKH�SHOYLV�LV�LQ�D�UHODWLYHO\�QHXWUDO�DOLJQPHQW�DQG�FHQWUDWHG�EHWZHHQ�WKH�WZR�KLS�
DUWLFXODWLRQV�ZKHQ�VWDQGLQJ�RQ�WZR�OHJV�RU�XSRQ�WKH�RQH�KLS�ZKHQ�VWDQGLQJ�RQ�RQH�OHJ��

78%&-0->%8-32�
7KH�DELOLW\�WR�KROG�DQG�PDLQWDLQ�D�MRLQW�SRVLWLRQ�ZLWK�WKH�FRUUHFW�DPRXQW�RI�WHQVLRQ�DQG�PRWRU�FRQWURO�
IRU�WKH�WDVN�DW�KDQG�

7=2(631)
$�V\QGURPH�LV�D�JURXS�RI�VLJQV�DQG�V\PSWRPV�WKDW�WRJHWKHU�DUH�LQGLFDWLYH�RI�D�FKDUDFWHULVWLF�SDWKRORJ\�
RU�QHXURPXVFXORIDVFLDO�G\VIXQFWLRQ��6\QGURPHV�DUH�RIWHQ� WKH�FRPELQHG�UHVXOW�RI�SRRU�VWDELOL]DWLRQ�
DQG�PRYHPHQW�VWUDWHJLHV��

7=2)6+-78�(31-2%2')
,Q�WKH�SUHVHQFH�RI�PXVFOH�RU�MRLQW�LQKLELWLRQ��WKH�V\QHUJLVWV�DVVXPH�WKH�UROH�RI�WKH�SULPDU\�VWDELOL]HUV�
RU�PRYHUV��)RU�H[DPSOH��LQKLELWLRQ�RI�WKH�JOXWHXV�PD[LPXV�FDXVHV�WKH�KDPVWULQJV�WR�EHFRPH�WKH�SULPH�
PRYHUV�RI�KLS�H[WHQVLRQ��
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6)*)6)2')7
$UQDVRQ��$���6LJXUGVVRQ��6�%���*XGPXQGVVRQ��$���+ROPH��,���(QJHEUHWVHQ��/���%DKU��5���������5LVN�IDFWRUV�IRU�
LQMXULHV�LQ�IRRWEDOO��$PHULFDQ�-RXUQDO�RI�6SRUWV�0HGLFLQH�������6XSSO����6±��6�

$VNOLQJ��&���7HQJYDU��0���6DUUWRN��7���7KRUVWHQVVRQ��$���������6SRUWV�UHODWHG�KDPVWULQJ�VWUDLQV�WZR�FDVHV�ZLWK�
GLIIHUHQW�HWLRORJLHV�DQG�LQMXU\�VLWHV��6FDQGLQDYLDQ�-RXUQDO�RI�0HGLFLQH�	�6FLHQFH�LQ�6SRUWV������������±����

%DHFKOH�� 7�5��� (DUOH�� 5�:��� ������ (VVHQWLDOV� RI� 6WUHQJWK� 7UDLQLQJ� DQG� &RQGLWLRQLQJ�� +XPDQ� .LQHWLFV��
&KDPSDLJQ��,/�

%DQG\��:�'���6DQGHUV��%���������7KHUDSHXWLF�([HUFLVH��7HFKQLTXHV�IRU�,QWHUYHQWLRQ��/LSSLQFRWW�:LOOLDPV�	�
:LONLQV��%DOWLPRUH��0'����

%DUNHU��.�/���6KDPOH\��'�5���-DFNVRQ��'���������&KDQJHV�LQ�WKH�FURVV�VHFWLRQDO�DUHD�RI�PXOWL¿GXV�DQG�SVRDV�LQ�
SDWLHQWV�ZLWK�XQLODWHUDO�EDFN�SDLQ��WKH�UHODWLRQVKLS�WR�SDLQ�DQG�GLVDELOLW\��&OLQLFDO�-RXUQDO�RI�6SRUW�0HGLFLQH��
����������±����

%DWPDQJKHOLGM��)���������<RXU�%RG\¶V�0DQ\�&ULHV�IRU�:DWHU��<RX�$UH�1RW�6LFN��<RX�$UH�7KLUVW\��'RQ¶W�7UHDW�
7KLUVW�:LWK�0HGLFDWLRQV��*OREDO�+HDOWK�6ROXWLRQV��)DOOV�&KXUFK��9$�

%HDUGDOO��$�*���������&OLQLFDO�.LQHVLRORJ\�,QVWUXFWLRQ�0DQXDO��$�*��%HDUGDOO��'�&���/DNH�2VZHJR��25��

%HDUGDOO��$�*���%HDUGDOO�&�$���������&OLQLFDO�.LQHVLRORJ\�9RO�,��/RZ�%DFN�DQG�$EGRPHQ��:RRGEXUQ��25��

%HDUGDOO��$�*���%HDUGDOO�&�$���������&OLQLFDO�.LQHVLRORJ\�9RO�,,��3HOYLV�DQG�7KLJK��:RRGEXUQ��25��

%HDUGDOO��$�*���%HDUGDOO�&�$���������&OLQLFLDO�.LQHVLRORJ\�9RO�,,,��70-��+\RLG��DQG�2WKHU�&HUYLFDO�0XVFOHV�
DQG�&UDQLDO�0DQLSXODWLRQ��:RRGEXUQ��25��

%HDUGDOO��$�*���������&OLQLFDO�.LQHVLRORJ\�9RO�,9��0XVFOHV�RI�WKH�8SSHU�([WUHPLWLHV��6KRXOGHU��)RUHDUP��DQG�
+DQG��/DNH�2VZHJR��25��

%HDUGDOO��$�*���������&OLQLFDO�.LQHVLRORJ\�9RO�9��0XVFOHV�RI�WKH�/RZHU�([WUHPLWLHV��&DOI��DQG�)RRW��/DNH�
2VZHJR��25��

%HFNPDQ��6�0���%XFKDQDQ��7�6���������$QNOH� LQYHUVLRQ� LQMXU\�DQG�K\SHUPRELOLW\��HIIHFW�RQ�KLS�DQG�DQNOH�
PXVFOH�HOHFWURP\RJUDSK\�RQVHW� ODWHQF\��$UFKLYHV�RI�3K\VLFDO�0HGLFLQH�DQG�5HKDELOLWDWLRQ��������������±
�����

%LQQLQJVOH\��'���������7HDU�RI�WKH�DFHWDEXODU�ODEUXP�LQ�DQ�HOLWH�DWKOHWH��%ULWLVK�-RXUQDO�RI�6SRUWV�0HGLFLQH��
������±���

%LRQGLQR�&�5���������$QWHULRU�FUXFLDWH�OLJDPHQW�LQMXULHV�LQ�IHPDOH�DWKOHWHV��&RQQ�0HG������������±����

%RJGXN��1���������&OLQLFDO�$QDWRP\�RI�WKH�/XPEDU�6SLQH�DQG�6DFUXP���WK�HG��(OVHYLHU�&KXUFKLOO�/LYLQJVWRQH��
3KLODGHOSKLD��3$�

%RULFK�� 0�5��� %ULJKW�� -�0��� /RUHOOR�� '�-��� &LHPLQVNL�� &�-��� %XLVPDQ�� 7��� /XGHZLJ�� 3�0��� ������ 6FDSXODU�
DQJXODU�SRVLWLRQLQJ�DW�HQG�UDQJH�LQWHUQDO�URWDWLRQ�LQ�FDVHV�RI�JOHQRKXPHUDO�LQWHUQDO�URWDWLRQ�GH¿FLW��-RXUQDO�RI�
2UWKRSDHGLF�	�6SRUWV�3K\VLFDO�7KHUDS\�������������±����

%R\OH��0���������$GYDQFHV�LQ�)XQFWLRQDO�7UDLQLQJ��7UDLQLQJ�7HFKQLTXHV�IRU�&RDFKHV��3HUVRQDO�7UDLQHUV�DQG�
$WKOHWHV��2Q�7DUJHW�3XEOLFDWLRQV��$SWRV��&$�

%XKOHU��&���������7KH�(YDOXDWLRQ�DQG�7UHDWPHQW�RI�/RZ�%DFN�	�$EGRPHQ��&RXUVH�KDQGRXWV��.D\VYLOOH��87�
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%XUVWHLQ��$�+���������³7KH�VSLQH�HQJLQH��D�XQL¿HG�WKHRU\�RI�WKH�VSLQH"´�-RXUQDO�RI�%RQH�	�-RLQW�6XUJHU\������
�����

&DWHULVDQR��$���0RVV��5�)��� 3HOOLQJHU��7�.���:RRGUXII��.���/HZLV��9�&���%RRWK��:���.KDGUD��7��� ������7KH�
HIIHFW�RI�EDFN�VTXDW�GHSWK�RQ�WKH�(0*�DFWLYLW\�RI���VXSHU¿FLDO�KLS�DQG�WKLJK�PXVFOHV��-RXUQDO�RI�6WUHQJWK�	�
&RQGLWLRQLQJ�5HVHDUFK������������±���

&DXO¿HOG�� %���*DUUHWW��0��� ������&KDQJHV� LQ� JURXQG� UHDFWLRQ� IRUFH� GXULQJ� MXPS� ODQGLQJ� LQ� VXEMHFWV�ZLWK�
IXQFWLRQDO�LQVWDELOLW\�RI�WKH�DQNOH�MRLQW��&OLQLFDO�%LRPHFKDQLFV��%ULVWRO�$YRQ�������������±���

&HFK�� '��� 0DUWLQ�� 6��� ������ )XQFWLRQDO� 0RYHPHQW� 'HYHORSPHQW� $FURVV� WKH� /LIH� 6SDQ�� :�%�� 6DXQGHUV��
3KLODGHOSKLD��3$��

&KHN��3���������0RYHPHQW�7KDW�0DWWHUV��D�3UDFWLFDO�$SSURDFK�WR�'HYHORSLQJ�2SWLPDO�)XQFWLRQDO�0RYHPHQW�
6NLOOV��&�+�(�.��,QVWLWXWH��(QFLQLWDV��&$����

&KHN��3���������+RZ�WR�(DW��0RYH�DQG�%H�+HDOWK\���<RXU�3HUVRQDOL]HG���VWHS�*XLGH�WR�/RRNLQJ�DQG�)HHOLQJ�
*UHDW�)URP�WKH�,QVLGH�2XW��&�+�(�.��,QVWLWXWH��6DQ�'LHJR��&$�

&KROHZLFNL��-���6LO¿HV��6�3���6KDK��5�$���*UHHQH��+�6���5HHYHV��1�3���$OYL��.���*ROGEHUJ��%���������'HOD\HG�
WUXQN�PXVFOH�UHÀH[�UHVSRQVHV�LQFUHDVH�WKH�ULVN�RI�ORZ�EDFN�LQMXULHV��6SLQH��������������±�����

&RKHQ��5���������,QWURGXFWLRQ�WR�5HÀH[�/RFRPRWLRQ�$FFRUGLQJ�WR�9RMWD��&RXUVH�KDQGRXWV��3KLODGHOSKLD��3$��

&ROH� /XNDVLHZLF]�� $��� 0F&OXUH�� 3��� 0LFKHQHU�� /�� 3UDII�� 1��� 6HQQHII�� 0'�� %��� ������ &RPSDULVRQ� RI��
��GLPHQVLRQDO�VFDSXODU�SRVLWLRQ�DQG�RULHQWDWLRQ�EHWZHHQ�VXEMHFWV�ZLWK�DQG�ZLWKRXW�VKRXOGHU�LPSLQJHPHQW��
-RXUQDO�RI�2UWKRSDHGLF�	�6SRUWV�3K\VLFDO�7KHUDS\�������������±����

&RPHUIRUG��0�-���0RWWUDP��6�/���*LEERQV��6�*�7���������0RWRU�&RQWURO�	�)XQFWLRQDO�6WDELOLW\�5HWUDLQLQJ�IRU�
6DFUR�,OLDF�-RLQW�DQG�3HOYLF�6WDELOLW\�'\VIXQFWLRQ��1RUWKHDVW�6HPLQDUV��(DVW�+DPSVWHDG��1+�

&RPHUIRUG��0�-���0RWWUDP��6�/���������'LDJQRVLV�	�0XVFXORVNHOHWDO�0DQDJHPHQW�RI�6KRXOGHU�,PSLQJHPHQWV�
DQG�,QVWDELOLWLHV��1RUWKHDVW�6HPLQDUV��(DVW�+DPSVWHDG��1+�

&RPHUIRUG��0�-���&RUH�6WDELOLW\��3ULRULWLHV�LQ�5HKDELOLWDWLRQ�RI�WKH�$WKOHWH��ZZZ�6SRUWH[�1HW����±���

&RPHUIRUG��0�-���6FUHHQLQJ�WR�,GHQWLI\�,QMXU\�DQG�3HUIRUPDQFH�5LVN��0RYHPHQW�&RQWURO�7HVWLQJ�±�7KH�0LVVLQJ�
3LHFH�RI�WKH�3X]]OH��:ZZ�6SRUWH[�1HW��������

&RRN��*���������$WKOHWLF�%RG\�LQ�%DODQFH��+XPDQ�.LQHWLFV��&KDPSDLJQ��,/�����

&RZOLQJ��(�-���6WHHOH��-�5���0F1DLU��3�-���������(IIHFW�RI�YHUEDO�LQVWUXFWLRQV�RQ�PXVFOH�DFWLYLW\�DQG�ULVN�RI�
LQMXU\�WR�WKH�DQWHULRU�FUXFLDWH�OLJDPHQW�GXULQJ�ODQGLQJ��%ULWLVK�-RXUQDO�RI�6SRUWV�0HGLFLQH������������±���

&RZOLQJ�� (�-��� 6WHHOH�� -�5��� ������ ,V� ORZHU� OLPE� PXVFOH� V\QFKURQ\� GXULQJ� ODQGLQJ� DIIHFWHG� E\� JHQGHU"�
,PSOLFDWLRQV�IRU�YDULDWLRQV�LQ�$&/�LQMXU\�UDWHV��-RXUQDO�RI�(OHFWURP\RJUDSK\�DQG�.LQHVLRORJ\������������±��

&RZOLQJ�� (�-��� 6WHHOH�� -�5��� ������ 7KH� HIIHFW� RI� XSSHU�OLPE� PRWLRQ� RQ� ORZHU�OLPE� PXVFOH� V\QFKURQ\��
,PSOLFDWLRQV�IRU�DQWHULRU�FUXFLDWH�OLJDPHQW�LQMXU\��-RXUQDO�RI�%RQH�	�-RLQW�6XUJHU\����$�������±���

&R\OH��'���������7KH�7DOHQW�&RGH��%DQWDP�%HOO��1HZ�<RUN��1<��

&URFH��5�9���5XVVHOO��3�-���6ZDUW]��(�(���'HFRVWHU��/�&���������.QHH�PXVFXODU�UHVSRQVH�VWUDWHJLHV�GLIIHU�E\�
GHYHORSPHQWDO�OHYHO�EXW�QRW�JHQGHU�GXULQJ�MXPS�ODQGLQJ��(OHFWURP\RJUDSK\�&OLQLFDO�1HXURSK\VLRORJ\���������
���±����
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&XWKEHUW��6�&���*RRGKHDUW��-U���*�-���������2Q�WKH�UHOLDELOLW\�DQG�YDOLGLW\�RI�PDQXDO�PXVFOH�WHVWLQJ��D�OLWHUDWXUH�
UHYLHZ��&KLURSUDFWLF�	�2VWHRSDWK\��������

&XWKEHUW��6�&���������:KDW�DUH�\RX�GRLQJ�DERXW�PXVFOH�ZHDNQHVV��3DUW�,"�'\QDPLF�&KLURSUDFWLF���������

&XWKEHUW�� 6�&��� ������ :KDW� DUH� \RX� GRLQJ� DERXW� PXVFOH� ZHDNQHVV�� 3DUW� ,,�� FHUYLFDO� VSLQH"� '\QDPLF�
&KLURSUDFWLF���������

&XWKEHUW�� 6�&��� ������ :KDW� DUH� \RX� GRLQJ� DERXW� PXVFOH� ZHDNQHVV�� 3DUW� ,,,�� OXPEDU� VSLQH"� '\QDPLF�
&KLURSUDFWLF���������

'DGHER��%���:KLWH��-���*HRUJH��.�3���������$�VXUYH\�RI�ÀH[LELOLW\�WUDLQLQJ�SURWRFROV�DQG�KDPVWULQJ�VWUDLQV�LQ�
SURIHVVLRQDO�IRRWEDOO�FOXEV�LQ�(QJODQG��%ULWLVK�-RXUQDO�RI�6SRUWV�0HGLFLQH������������±����

'DQJDULD��7�5��	�1DHVK��2���������&KDQJHV�LQ�FURVV�VHFWLRQDO�DUHD�RI�SVRDV�PDMRU�PXVFOH�LQ�XQLODWHUDO�VFLDWLFD�
FDXVHG�E\�KHUQLDWLRQ��6SLQH��������±����

'DVK��0���7HOOHV��6���������,PSURYHPHQW�LQ�KDQG�JULS�VWUHQJWK�LQ�QRUPDO�YROXQWHHUV�DQG�UKHXPDWRLG�DUWKULWLV�
SDWLHQWV�IROORZLQJ�\RJD�WUDLQLQJ��,QGLDQ�-RXUQDO�RI�3K\VLRORJ\�	�3KDUPDFRORJ\������������±����

'HFNHU��0�-��� +LQWHUPHLVWHU�� 5�$��� )DEHU��0'��.�-�� +DZNLQV��0'�� 5�-��� ������ 6HUUDWXV�$QWHULRU�0XVFOH�
$FWLYLW\�'XULQJ�6HOHFWHG�5HKDELOLWDWLRQ�([HUFLVHV��7KH�$PHULFDQ�-RXUQDO�RI�6SRUWV�0HGLFLQH������������±�����

'HFNHU��0�-���7RNLVK��0'��-�0���(OOLV��+�%���7RUU\��0�5���+DZNLQV��0'��5�-���������6XEVFDSXODULV�PXVFOH�
DFWLYLW\�GXULQJ�VHOHFWHG�UHKDELOLWDWLRQ�H[HUFLVHV��7KH�$PHULFDQ�-RXUQDO�RI�6SRUWV�0HGLFLQH���������±����

GH�0DUFKH� %DOGRQ�� 5��� +HOLVVD� 1DNDJDZD�� 7��� %DWLVWD�0XQL]�� 7��� )HUUHLUD�$PRULP�� &��� 'LDV�0DFLHO�� &���
9LDGDQQD�6HUUD×�R��)���������(FFHQWULF�KLS�PXVFOH�IXQFWLRQ�LQ�IHPDOHV�ZLWK�DQG�ZLWKRXW�SDWHOORIHPRUDO�SDLQ�
V\QGURPH��-RXUQDO�RI�$WKOHWLF�7UDLQLQJ������������±����

(OLDV]�� -���0LNXOLV]\Q�� 5�6���'HUHQ��0��� ������0HDVXUHPHQW� RI� IRUFH� H[HUWHG� RQ� IRRWSODWHV� E\� FHQWULIXJH�
VXEMHFWV��$YLDWLRQ��6SDFH�DQG�(YLURQPHQWDO�0HGLFLQH������������±����

(OOLVRQ��-�%���5RVH��6�-���6DKUPDQQ��6�$���������3DWWHUQV�RI�KLS�URWDWLRQ�UDQJH�RI�PRWLRQ��D�FRPSDULVRQ�EHWZHHQ�
KHDOWK\�VXEMHFWV�DQG�SDWLHQWV�ZLWK�ORZ�EDFN�SDLQ��3K\VLFDO�7KHUDS\������������±����

)DJHQEDXP��5���'DUOLQJ��:�*���������-XPS�ODQGLQJ�VWUDWHJLHV� LQ�PDOH�DQG�IHPDOH�FROOHJH�DWKOHWHV�DQG�WKH�
LPSOLFDWLRQV�RI�VXFK�VWUDWHJLHV�IRU�DQWHULRU�FUXFLDWH�OLJDPHQW�LQMXU\��$PHULFDQ�-RXUQDO�RI�6SRUWV�0HGLFLQH��
����������±����

)DJHUVRQ��7�/���������7KH�+LS�+DQGERRN��%XWWHUZRUWK�+HLQHPDQQ��:REXUQ��0$�

)DUURNKL��6���3ROODUG��&�'���6RX]D��5�%���&KHQ��<�-���5HLVFKO��6���3RZHUV��&�0��������7UXQN�SRVLWLRQ�LQÀXHQFHV�
WKH�NLQHPDWLFV��NLQHWLFV��DQG�PXVFOH�DFWLYLW\�RI�WKH�OHDG�ORZHU�H[WUHPLW\�GXULQJ�WKH�IRUZDUG�OXQJH�H[HUFLVH��
-RXUQDO�RI�2UWKRSDHGLF�	�6SRUWV�3K\VLFDO�7KHUDS\�����������������

)RUGD��.�5���0DQVRQ��1�$���(YDQVD��%�.���0\HUD��*�'���*ZLQQE��5�&���+HLGWE��5�6���+HZHWWD��7�(���������
&RPSDULVRQ� RI� LQ�VKRH� IRRW� ORDGLQJ� SDWWHUQV� RQ� QDWXUDO� JUDVV� DQG� V\QWKHWLF� WXUI�� -RXUQDO� RI� 6FLHQFH� DQG�
0HGLFLQH�LQ�6SRUW�������±��

)UDQNOLQ��(�1���������&RQGLWLRQLQJ�IRU�'DQFH��7UDLQLQJ�IRU�3HDN�3HUIRUPDQFH�LQ�$OO�'DQFH�)RUPV��+XPDQ�
.LQHWLFV��&KDPSDLJQ��,/����

)UDQNOLQ��(�1���������'\QDPLF�$OLJQPHQW�7KURXJK�,PDJHU\��+XPDQ�.LQHWLFV��&KDPSDLJQ��,/��
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)URVW��5���������$SSOLHG�.LQHVLRORJ\��D�7UDLQLQJ�0DQXDO�DQG�5HIHUHQFH�%RRN�RI�%DVLF�3ULQFLSOHV�DQG�3UDFWLFH��
1RUWK�$WODQWLF��%HUNHOH\��&$��

)U\��$�&���6PLWK��-�&���6FKLOOLQJ��%�.���������(IIHFW�RI�NQHH�SRVLWLRQ�RQ�KLS�DQG�NQHH�WRUTXHV�GXULQJ�WKH�EDUEHOO�
VTXDW��-RXUQDO�RI�6WUHQJWK�	�&RQGLWLRQLQJ�5HVHDUFK������������±���

*DEEH��%�-���)LQFK��&�)���%HQQHOO��.�/���:DMVZHLQHU��+���������5LVN�IDFWRUV�IRU�KDPVWULQJ�LQMXULHV�LQ�FRPPXQLW\�
OHYHO�$XVWUDOLDQ�IRRWEDOO��%ULWLVK�-RXUQDO�RI�6SRUWV�0HGLFLQH������������±����

*LEERQV��6���������$VVHVVPHQW�	�5HKDELOLWDWLRQ�RI� WKH�6WDELOLW\�)XQFWLRQ�RI� WKH�3VRDV�0DMRU�	�WKH�'HHS�
6DFUDO�*OXWHXV�0D[LPXV�0XVFOHV��.LQHWLF�&RQWURO��/XGORZ��8.�

*LEERQV�� 6�*�7��� &RPHUIRUG��0�-��� (PHUVRQ�� 3�/��� ������ 5HKDELOLWDWLRQ� RI� WKH� VWDELOLW\� IXQFWLRQ� RI� SVRDV�
PDMRU��2UWKRSDHGLF�'LYLVLRQ�5HYLHZ��-DQXDU\���)HEUXDU\���±���

*LEERQV��6�*�7���&RPHUIRUG��0�-���������6WUHQJWK�YHUVXV�VWDELOLW\��SDUW����FRQFHSWV�DQG�WHUPV��2UWKRSDHGLF�
'LYLVLRQ�5HYLHZ��0DUFK���$SULO����±���

*LEERQV��6�*�7���&RPHUIRUG��0�-���������6WUHQJWK�YHUVXV�VWDELOLW\��SDUW����OLPLWDWLRQV�DQG�EHQH¿WV��2UWKRSDHGLF�
'LYLVLRQ�5HYLHZ��0DUFK���$SULO����±���

*LEERQV��6�*�7���0RWWUDP��6�/���&RPHUIRUG��0�-���3KW\��%���������6WDELOLW\�DQG�PRYHPHQW�G\VIXQFWLRQ�UHODWHG�
WR�WKH�HOERZ�	�IRUHDUP��2UWKRSDHGLF�'LYLVLRQ�5HYLHZ��6HSW�2FW�������

*ODGZHOO��0���������%OLQN��7LPH�:DUQHU�%RRN�*URXS��1HZ�<RUN��86$�

*UDFRYHWVN\��6���������7KH�6SLQDO�(QJLQH��6HUJH�*UDFRYHWVN\��3K'��6W��/DPEHUW��4�&���&DQDGD�

*UDQGMHDQ��$�&���5HLPHUV��.�-���+DYHQ�0&��&XUWLV�*�/���������7KH�HIIHFW�RQ�K\GUDWLRQ�RI�WZR�GLHWV��RQH�ZLWK�
DQG�RQH�ZLWKRXW�SODLQ�ZDWHU��-RXUQDO�RI�WKH�$PHULFDQ�&ROOHJH�RI�1XWULWLRQ������������±����

*UDQGMHDQ��$�&���5HLPHUV��.�-���%DQQLFN��.�(���+DYHQ��0�&��������7KH�HIIHFW�RI�FDIIHLQDWHG��QRQ�FDIIHLQDWHG��
FDORULF�DQG�QRQ�FDORULF�EHYHUDJHV�RQ�K\GUDWLRQ��-RXUQDO�RI�WKH�$PHULFDQ�&ROOHJH�RI�1XWULWLRQ�����������±�����

*ULPDOGL��$��5LFKDUGVRQ��&��6WDQWRQE��:��'XUEULGJHF��*��'RQQHOO\G��:��	�+LGHVDE��-���������7KH�DVVRFLDWLRQ�
EHWZHHQ�GHJHQHUDWLYH�KLS� MRLQW�SDWKRORJ\�DQG� VL]H�RI� WKH�JOXWHXV�PHGLXV��JOXWHXV�PLQLPXV�DQG�SLULIRUPLV�
PXVFOHV��0DQXDO�7KHUDS\���������S����±����

*URK��0�0���+HUUHUD��-���������$�FRPSUHKHQVLYH�UHYLHZ�RI�KLS�ODEUDO�WHDUV��&XUUHQW�5HYLHZV�LQ�0XVFXORVNHOHWDO�
0HGLFLQH�������±����

*X\WRQ��$�&���������7H[WERRN�RI�0HGLFDO�3K\VLRORJ\���WK�HG��:�%��6DXQGHUV��3KLODGHOSKLD��3$�

+DJLQV��0���3LHWUHN��0'��0���6KHLNK]DGHK��$���1RUGLQ��0���$[HQ��.���������7KH�HIIHFWV�RI�EUHDWK�FRQWURO�RQ�
LQWUD�DEGRPLQDO�SUHVVXUH�GXULQJ�OLIWLQJ�WDVNV��6SLQH������������±�����

+DQQDIRUG��&���������6PDUW�0RYHV��:K\�/HDUQLQJ�,V�1RW�$OO�LQ�<RXU�+HDG��*UHDW�2FHDQ��$OH[DQGHU��1&�

+DUULV�+D\HV��0���6DKUPDQQ��6�$���9DQ�'LOOHQ��/�5��������5HODWLRQVKLS�EHWZHHQ�WKH�KLS�DQG�ORZ�EDFN�SDLQ�LQ�
DWKOHWHV�ZKR�SDUWLFLSDWH�LQ�URWDWLRQ�UHODWHG�VSRUWV��-RXUQDO�RI�6SRUW�5HKDELOLWDWLRQ�����������±���

+HDOWK��8QLWHG�6WDWHV��������:LWK�6SHFLDO�)HDWXUH�RQ�WKH�+HDOWK�RI�<RXQJ�$GXOWV��1DWLRQDO�&HQWHU�IRU�+HDOWK�
6WDWLVWLFV��+\DWWVYLOOH��0'�������

+RGJHV��3�:���+HLMQHQ�� ,���*DQGHYLD��6�&���������3RVWXUDO�DFWLYLW\�RI� WKH�GLDSKUDJP�LV� UHGXFHG� LQ�KXPDQV�
ZKHQ�UHVSLUDWRU\�GHPDQG�LQFUHDVHV��-RXUQDO�RI�3K\VLRORJ\�������������±�����
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+RVNLQV�� :��� 3ROODUG�� +��� ������ 7KH� PDQDJHPHQW� RI� KDPVWULQJ� LQMXU\� ±� SDUW� ��� LVVXHV� LQ� GLDJQRVLV���
0DQXDO�7KHUDS\�����������±����

+RVNLQV�� :��� 3ROODUG�� +��� ������ 7KH� PDQDJHPHQW� RI� KDPVWULQJ� ,QMXU\� ±� SDUW� ��� LVVXHV� LQ� GLDJQRVLV���
0DQXDO�7KHUDS\�����������±����

+XOPH�� -�$��� ������%H\RQG�.HJHOV��%ODGGHU�+HDOWK� DQG� WKH�3HOYLF�0XVFOH�)RUFH�)LHOG��7KH�3URPHWKHXV�
*URXS��&KLFDJR��,/��

+XQJHUIRUG��%���������)XQFWLRQDO�/RDG�7UDQVIHU�7KURXJK�WKH�3HOYLF�*LUGOH��$Q�2YHUYLHZ�RI�WKH�5HVHDUFK�
$SSOLFDEOH�WR�WKH�6WRUN��2QH�/HJ�6WDQGLQJ��7HVW���WK�:RUOG�&RQJUHVV�RI�/RZ�%DFN�	�3HOYLF�3DLQ��%DUFHORQD��
6SDLQ�

.HQGDOO��)�3���0F&UHDU\��(�.���3URYDQFH��3�*���5RGJHUV��0�0���5RPDQL��:�$���������0XVFOHV��7HVWLQJ�DQG�
)XQFWLRQ�:LWK�3RVWXUH�DQG�3DLQ���WK�HG��/LSSLQFRWW�:LOOLDPV�	�:LONLQV��%DOWLPRUH��0'��

.KDQ��.�0���&RRN�� -�.��� ������2YHUXVH� WHQGRQ� LQMXULHV��ZKHUH�GRHV� WKH�SDLQ� FRPH� IURP"�6SLQH�� ��������
(���±(����

.LEOHU��0'��:�%��/XGHZLJ��3�0���0F&OXUH��3���8KO��7�/���6FLDVFLD��$���������6FDSXODU�6XPPLW�������-RXUQDO�
RI�2UWKRSDHGLF�	�6SRUWV�3K\VLFDO�7KHUDS\����������$�±$���

.RODU��3���+ROXEFRYD��=���)UDQN��&���/LHEHQVRQ��&���.REHVRYD��$���������([HUFLVH�	�WKH�$WKOHWH��5HÀH[LYH��
5XGLPHQWDU\�	�)XQGDPHQWDO�6WUDWHJLHV��,QWHUQDWLRQDO�6RFLHW\�RI�&OLQLFDO�5HKDELOLWDWLRQ�6SHFLDOLVWV�±�FRXUVH�
KDQGRXWV��&KLFDJR��,/�

.RODU�� 3��� .REHVRYD��$��� +ROXEFRYD�� =��� ������'\QDPLF� 1HXURPXVFXODU� 6WDELOL]DWLRQ�� $� 'HYHORSPHQWDO�

.LQHVLRORJ\�$SSURDFK��5HKDELOLWDWLRQ�,QVWLWXWH�RI�&KLFDJR�±�FRXUVH�KDQGRXWV��&KLFDJR��,/�

.XMDOD��8�0���2UDYD��6���-DUYLQHQ��0���������+DPVWULQJ�LQMXULHV��&XUUHQW�WUHQGV�LQ�WUHDWPHQW�DQG�SUHYHQWLRQ��
6SRUWV�0HGLFLQH������������±�����

/DQJHYLQ��+���������5HODWLRQVKLS�RI�$FXSXQFWXUH�3RLQWV�DQG�0HULGLDQV� WR�&RQQHFWLYH�7LVVXH�3ODQHV��7KH�
$QDWRPLFDO�5HFRUG����������±����

/HDI��'���������$SSOLHG�.LQHVLRORJ\�)ORZFKDUW�0DQXDO��'DYLG�:��/HDI��3O\PRXWK�0$�

/HH��'���������7KH�7KRUD[��$Q�,QWHJUDWHG�$SSURDFK���QG�HG��'LDQH�*��/HH�3K\VLRWKHUDSLVW�&RUS��:KLWH�5RFN��
%&��

/HH��'���������7KH�3HOYLF�*LUGOH��$Q�$SSURDFK�WR�WKH�([DPLQDWLRQ�DQG�7UHDWPHQW�RI�WKH�/XPERSHOYLF�+LS�
5HJLRQ���UG�HG��&KXUFKLOO�/LYLQJVWRQH��(GLQEXUJK���

/HH��/���������'LVFRYHU�WKH�6SRUWV�3HOYLV��7KH�5ROH�RI�WKH�3HOYLV�LQ�5HFXUUHQW�*URLQ��.QHH��DQG�+DPVWULQJ�
3DLQ�	�,QMXU\��7KH�0LG�$WODQWLF�3K\VLFDO�7KHUDS\�$VVRFLDWHV�FRXUVH�KDQGRXWV��//3��

/HH��/���������,V�LW�WLPH�IRU�D�FORVHU�ORRN�DW�WKH�WKRUD["�,Q7RXFK�����������

/HHWXQ��'�7��� ,UHODQG��0�/���:LOOVRQ��-�'���%DOODQW\QH��%�7���'DYLV�� ,�0���������&RUH�VWDELOLW\�PHDVXUHV�DV�
ULVN�IDFWRUV�IRU�ORZHU�H[WUHPLW\�LQMXU\�LQ�DWKOHWHV��0HGLFLQH�	�6FLHQFH�LQ�6SRUWV�	�([HUFLVH������������±����

/HSKDUW��6�0���)HUULV��&�0���5LHPDQQ��%�/���0\HUV��-�%���)X��)�+���������*HQGHU�GLIIHUHQFHV�LQ�VWUHQJWK�DQG�
ORZHU�H[WUHPLW\�NLQHPDWLFV�GXULQJ�ODQGLQJ��&OLQLFDO�2UWKRSDHGLFV�DQG�5HODWHG�5HVHDUFK������������±����

/HYLQH��6���1JX\HQ��7���.DLVHU��/�5���5XELQVWHLQ��1�$���0DLVOLQ��*���*UHJRU\��&���5RPH��/�&���'XGOH\��*�$���
6LHFN��*�&���6KUDJHU��-�%����������+XPDQ�GLDSKUDJP�UHPRGHOLQJ�DVVRFLDWHG�ZLWK�FKURQLF�REVWUXFWLYH�SXOPRQDU\�
GLVHDVH��FOLQLFDO�LPSOLFDWLRQV��$PHULFDQ�-RXUQDO�RI�5HVSLUDWRU\�&ULWLFDO�&DUH�0HGLFLQH������������±������
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/HZLV�� &�/��� 6DKUPDQQ�� 6�$���0RUDQ�� '�:��� ������$QWHULRU� KLS� MRLQW� IRUFH� LQFUHDVHV�ZLWK� KLS� H[WHQVLRQ��
GHFUHDVHG�JOXWHDO�IRUFH��RU�GHFUHDVHG�LOLRSVRDV�IRUFH��-�%LRPHFK��������������±�����

/HZLV��-�6���:ULJKW��&���*UHHQ��$���������6XEDFURPLDO�LPSLQJHPHQW�V\QGURPH��WKH�HIIHFW�RI�FKDQJLQJ�SRVWXUH�
RQ�VKRXOGHU�UDQJH�RI�PRYHPHQW��-RXUQDO�RI�2UWKRSDHGLF�	�6SRUWV�3K\VLFDO�7KHUDS\������������±���

/HZLW��.���������7KH�IXQFWLRQDO�DSSURDFK��7KH�-RXUQDO�RI�2UWKRSDHGLF�0HGLFLQH�����������±���

/HZLW��.���������/HVVRQV�IRU�WKH�IXWXUH��,QWHUQDWLRQDO�0XVFXORVNHOHWDO�0HGLFLQH������������±����

/LHEHQVRQ��&���������5HKDELOLWDWLRQ�RI� WKH�6SLQH��D�3UDFWLWLRQHU¶V�0DQXDO���QG�HG��/LSSLQFRWW�:LOOLDPV�	�
:LONLQV��3KLODGHOSKLD��3$��

/LQGVD\��0���������)DVFLD�±�&OLQLFDO�$SSOLFDWLRQV�IRU�+HDOWK�DQG�+XPDQ�3HUIRUPDQFH��&HQJDJH�/HDUQLQJ��
&OLIWRQ�3DUN��1<��

/RPEDUG��:�3���	�$EERWW�� )�0��� ������7KH�PHFKDQLFDO� HIIHFWV� SURGXFHG� E\� WKH� FRQWUDFWLRQ� RI� LQGLYLGXDO�
PXVFOHV�RI�WKH�WKLJK�RI�WKH�IURJ��$PHULFDQ�-RXUQDO�RI�3K\VLRORJ\�������±���

/XEHFN��'�3���������7KH�FRVWV�RI�PXVFXORVNHOHWDO�GLVHDVH��KHDOWK�QHHGV�DVVHVVPHQW�DQG�KHDOWK�HFRQRPLFV��
%HVW�3UDFWLFH�	�5HVHDUFK�&OLQLFDO�5KHXPDWRORJ\������������±����

/XP��/�&���������+\SHUYHQWLODWLRQ�V\QGURPHV�LQ�PHGLFLQH�DQG�SV\FKLDWU\��D�UHYLHZ��-RXUQDO�RI� WKH�5R\DO�
6RFLHW\�RI�0HGLFLQH���������±����

/XQGHQ�-�%���%UDPDQ��-�3���/DSUDGH��5�)���/XGHZLJ��3�0���������6KRXOGHU�NLQHPDWLFV�GXULQJ�WKH�ZDOO�SXVK�XS�
SOXV�H[HUFLVH��-RXUQDO�RI��6KRXOGHU�DQG�(OERZ�6XUJHU\�����������±���

0DJDUH\��0�(��� -RQHV��0�$��� ������ '\QDPLF� HYDOXDWLRQ� DQG� HDUO\�PDQDJHPHQW� RI� DOWHUHG�PRWRU� FRQWURO�
DURXQG�WKH�VKRXOGHU�FRPSOH[��$SSOLHG�.LQHVLRORJ\�)ORZFKDUW�0DQXDO�±��UG�(GLWLRQ��'DYLG�/HDI��3O\PRXWK��
0$�±�VHOI�SXEOLVKHG�

0DOOLDURSRXORV��1���3DSDOH[DQGULV��6���3DSDODGD��$���3DSDFRVWDV��(���������7KH�UROH�RI�VWUHWFKLQJ�LQ�UHKDELOLWDWLRQ�
RI�KDPVWULQJ�LQMXULHV�����DWKOHWHV�IROORZ�XS��0HGLFLQH�	�6FLHQFH�LQ�6SRUWV�	�([HUFLVH������������±�����

0DVVHU\�0��7KH�SDWLHQW�ZLWK�PXOWL�V\VWHP�LPSDLUPHQWV�DIIHFWLQJ�EUHDWKLQJ�PHFKDQLFV�DQG�PRWRU�FRQWURO��,Q��
)URZQIHOWHU�'��'HDQ�(��HGV��&DUGLRYDVFXODU�DQG�3XOPRQDU\�3K\VLFDO�7KHUDS\�(YLGHQFH�DQG�3UDFWLFH��HG�����
6W��/RXLV��02���0RVE\�	�(OVHYLHU�+HDOWK�6FLHQFHV�������&KDSWHU�������±����

0DVVHU\��0���������,I�<RX�&DQ¶W�%UHDWKH��<RX�&DQ¶W�)XQFWLRQ�±�,QWHJUDWLQJ�WKH�3XOPRQDU\��1HXURPXVFXODU��
DQG�0XVFXORVNHOHWDO�6\VWHPV�LQ�3HGLDWULF�3RSXODWLRQV��3DWKZD\V�&HQWHU�±�FRXUVH�KDQGRXWV��*OHQYLHZ�,/�

0F&OXUH�� 3�:��� 0LFKHQHU�� /�$��� .DUGXQD�� $�5��� ������ 6KRXOGHU� IXQFWLRQ� DQG� ��GLPHQVLRQDO� VFDSXODU�
NLQHPDWLFV�LQ�SHRSOH�ZLWK�DQG�ZLWKRXW�VKRXOGHU�LPSLQJHPHQW�V\QGURPH��3K\VLFDO�7KHUDS\�������������������

0F*LOO��6���������8OWLPDWH�%DFN�)LWQHVV�DQG�3HUIRUPDQFH��:DEXQR��:DWHUORR��2QW��

0F*LOO�� 6��� ����� /RZ� %DFN� 'LVRUGHUV�� (YLGHQFH�EDVHG� 3UHYHQWLRQ� DQG� 5HKDELOLWDWLRQ�� �QG� HG�� +XPDQ�
.LQHWLFV��&KDPSDLJQ��,/�����

0F*XLQH��7�$���*UHHQH��-�-���%HVW��7���/HYHUVRQ��*���������%DODQFH�DV�D�SUHGLFWRU�RI�DQNOH�LQMXULHV�LQ�KLJK�
VFKRRO�EDVNHWEDOO�SOD\HUV��0DQXDO�7KHUDS\�����������±����

0H\HURZLW]�6���������:DWHU�±�7KH�8OWLPDWH�&XUH��6SURXWPDQ�3XEOLFDWLRQV��*UHDW�%DUULQJWRQ��0$��

0LFKDXG��7�&���������)RRW�2UWKRVHV�DQG�2WKHU�)RUPV�RI�&RQVHUYDWLYH�)RRW�&DUH��7�&��0LFKDXG��1HZWRQ��0$��
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0LWFKHOO��/�&�-���)RUG��.�5���0LQQLQJ��6���0\HU��*�'���0DQJLQH��5�(���+HZHWW��7�(���������0HGLDO�IRRW�ORDGLQJ�
RQ�DQNOH�DQG�NQHH�ELRPHFKDQLFV��1RUWK�$PHULFDQ�-RXUQDO�RI�6SRUWV�3K\VLFDO�7KHUDS\�����������±���

0RHOOHU��-���/DPE��0�0���������$QWHULRU�FUXFLDWH�OLJDPHQW�LQMXULHV�LQ�IHPDOH�DWKOHWHV��ZK\�DUH�ZRPHQ�PRUH�
VXVFHSWLEOH"�7KH�3K\VLFLDQ�DQG�6SRUWV�0HGLFLQH��������

0XVFROLQR��-�(���������.LQHVLRORJ\�� WKH�6NHOHWDO�6\VWHP�DQG�0XVFOH�)XQFWLRQ��0RVE\�(OVHYLHU��6W��/RXLV��
02��

0\HU��*�'���&KX��'�$���%UHQW��-�/���+HZHWW��7�(���������7UXQN�DQG�KLS�FRQWURO�QHXURPXVFXODU�WUDLQLQJ�IRU�WKH�
SUHYHQWLRQ�RI�NQHH�MRLQW�LQMXU\��&OLQLFV�LQ�6SRUWV�0HGLFLQH������������±����

0\HU��*�'���3DWHUQR��0�9���)RUG��.�5���+HZHWW��7�(���������1HXURPXVFXODU�WUDLQLQJ�WHFKQLTXHV�WR�WDUJHW�GH¿FLWV�
EHIRUH�UHWXUQ�WR�VSRUW�DIWHU�DQWHULRU�FUXFLDWH�OLJDPHQW�UHFRQVWUXFWLRQ��-RXUQDO�RI�6WUHQJWK�DQG�&RQGLWLRQLQJ�
5HVHDUFK���������±���

0\HU�� *�'��� 3DWHUQR��0�9��� )RUG�� .�5��� 4XDWPDQ�� &�(��� +HZHWW�� 7�(��� ������ 5HKDELOLWDWLRQ� DIWHU� DQWHULRU�
FUXFLDWH� OLJDPHQW� UHFRQVWUXFWLRQ�� FULWHULD�EDVHG� SURJUHVVLRQ� WKURXJK� WKH� UHWXUQ�WR�VSRUW� SKDVH�� -RXUQDO� RI�
2UWKRSDHGLF�	�6SRUWV�3K\VLFDO�7KHUDS\������������±����

0\HUV��-�%���-X��<���+ZDQJ��-���0F0DKRQ��0'��3�-���5RGRVN\��0'��0�:���/HSKDUW��6�0���������5HÀH[LYH�
PXVFOH�DFWLYDWLRQ�DOWHUDWLRQV�LQ�DKRXOGHUV�ZLWK�DQWHULRU�JOHQRKXPHUDO�LQVWDELOLW\��7KH�$PHULFDQ�-RXUQDO�RI�
6SRUWV�0HGLFLQH�������������±�����

0\HUV�� -�%��� 3DVTXDOH�� 0�5��� /DXGQHU�� .�*��� 6HOO�� 7�&��� %UDGOH\�� -�3��� /HSKDUW�� 6�0��� ������ 2Q�WKH�¿HOG�
UHVLVWDQFH�WXELQJ�H[HUFLVHV�IRU�WKURZHUV��DQ�HOHFWURP\RJUDSKLF�DQDO\VLV��-RXUQDO�RI�$WKOHWLF�7UDLQLQJ���������
��±���

0\HUV��7�:���������$QDWRP\�7UDLQV��0\RIDVFLDO�0HULGLDQV�IRU�0DQXDO�DQG�0RYHPHQW�7KHUDSLVWV���QG�HG��
(OVHYLHU��(GLQEXUJK����

1DGOHU��6�)���0DODQJD��*�$���%DUWROL��/�$���)HLQEHUJ��-�+���3U\ELFLHQ��0���'HSULQFH��0���������+LS�PXVFOH�
LPEDODQFH�DQG�ORZ�EDFN�SDLQ�LQ�DWKOHWHV��LQÀXHQFH�RU�FRUH�VWUHQJWKHQLQJ��0HGLFLQH�	�6FLHQFH�LQ�6SRUWV�	�
([HUFLVH����������±���

1DGOHU��6�)���0DODQJD��*�$���)HLQEHUJ��-�+���5XEDQQL��0���0ROH\��3���)R\H��3���������)XQFWLRQDO�SHUIRUPDQFH�
GH¿FLWV�LQ�DWKOHWHV�ZLWK�SUHYLRXV�ORZHU�H[WUHPLW\�LQMXU\��&OLQLFDO�-RXUQDO�RI�6SRUWV�0HGLFLQH�����������±���

1HOVRQ�:RQJ��(���)O\QQ��7���&DOODJKDQ��-�3���������'HYHORSPHQW�RI�DFWLYH�KLS�DEGXFWLRQ�DV�D�VFUHHQLQJ�WHVW�IRU�
LGHQWLI\LQJ�RFFXSDWLRQDO�ORZ�EDFN�SDLQ��-RXUQDO�RI�2UWKRSDHGLF�	�6SRUWV�3K\VLFDO�7KHUDS\�����������������

2¶'HOO�� ������ $� &RPSUHKHQVLYH� $SSURDFK� WR� 6KRXOGHU� 7UDLQLQJ� DQG� ,QMXU\� 5HVLVWDQFH�� ([SORVLYHO\� ¿W�
6WUHQJWK�7UDLQLQJ��1LQH�0LOH�)DOOV��:$�

3DJH�� 3��� )UDQN�� &�&��� /DUGQHU�� 5��� ������&KDSWHU� ��� �� 5HVWRUDWLRQ� RI� 0XVFOH� %DODQFH�� $VVHVVPHQW� DQG�
7UHDWPHQW�RI�0XVFOH�,PEDODQFH��WKH�-DQGD�$SSURDFK��+XPDQ�.LQHWLFV��&KDPSDLJQ��,/��SS���������

3HWHUVHQ�-��+ROPLFK�3��(YLGHQFH�EDVHG�SUHYHQWLRQ�RI�KDPVWULQJ�LQMXULHV�LQ�VSRUWV��%ULWLVK�-RXUQDO�RI�6SRUWV�
0HGLFLQH������������±����

5LFKDUGVRQ��&���+LGHV��-���+RGJHV��3�:���������7KHUDSHXWLF�([HUFLVH�IRU�/XPERSHOYLF�6WDELOL]DWLRQ��D�0RWRU�
&RQWURO�$SSURDFK�IRU�WKH�7UHDWPHQW�DQG�3UHYHQWLRQ�RI�/RZ�%DFN�3DLQ���1'�HG��X�D���&KXUFKLOO�/LYLQJVWRQH��
(GLQEXUJK��
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5RXVVHO��1���1LMV��-���7UXLMHQ��6���9HUYHFNHQ��/���0RWWUDP��6���6WDVVLMQV��*���������$OWHUHG�EUHDWKLQJ�SDWWHUQV�
GXULQJ� OXPERSHOYLF�PRWRU� FRQWURO� WHVWV� LQ� FKURQLF� ORZ�EDFN�SDLQ�� D� FDVH� VWXG\��(XURSHDQ�6SLQH� -RXUQDO��
�����������B�����

6DKUPDQQ��6���������'LDJQRVLV�DQG�7UHDWPHQW�RI�0RYHPHQW�,PSDLUPHQW�6\QGURPHV��0RVE\��6W��/RXLV��02��

6DOFL��<���.HQWHO��%�%���+H\FDQ��&���$NLQ��6���.RUNXVX]��)���������&RPSDULVRQ�RI�ODQGLQJ�PDQHXYHUV�EHWZHHQ�
PDOH�DQG�IHPDOH�FROOHJH�YROOH\EDOO�SOD\HUV��&OLQLFDO�%LRPHFKDQLFV��%ULVWRO��$YRQ�������������B����

6FKOHLS��5���.OLQJOHU��:��� DQG�/HKPDQQ�+RUQ��)��� ������$FWLYH�&RQWUDFWLRQ�RI� WKH�7KRUDFROXPEDU�)DVFLD�
�� ,QGLFDWLRQV� RI� D� 1HZ� )DFWRU� LQ� /RZ� %DFN� 3DLQ� 5HVHDUFK� :LWK� ,PSOLFDWLRQV� IRU� 0DQXDO� 7KHUDS\�� �WK�
,QWHUGLVFLSOLQDU\�:RUOG�&RQJUHVV�RQ�/RZ�%DFN�	�3HOYLF�3DLQ��'RZQORDGHG�-XQH����������ZZZ�IDVFLDUHVHDUFK�
GH�0HOERXUQH5HSRUW�SGI�

6FKOHLS�� 5��� .OLQJOHU��:��� DQG� /HKPDQQ�+RUQ�� )��� ������$FWLYH� IDVFLDO� FRQWUDFWLOLW\�� IDVFLD� PD\� EH� DEOH�
WR� FRQWUDFW� LQ� D� VPRRWK� PXVFOH�OLNH� PDQQHU� DQG� WKHUHE\� LQÀXHQFH� PXVFXORVNHOHWDO� G\QDPLFV��0HGLFDO�
+\SRWKHVHV���������±����

6FKOHLS��5���.OLQJOHU��:���DQG�/HKPDQQ�+RUQ��)���������)DVFLD�,V�$EOH� WR�&RQWUDFW� LQ�D�6PRRWK�0XVFOH�OLNH�
0DQQHU�DQG�7KHUHE\�,QÀXHQFH�0XVFXORVNHOHWDO�0HFKDQLFV���WK�:RUOG�&RQJUHVV�RI�%LRPHFKDQLFV��0(',021'�
,QWHUQDWLRQDO�3URFHHGLQJV��0XQLFK��*HUPDQ\��'RZQORDGHG�-XQH����������ZZZ�IDVFLDUHVHDUFK�FRP

6FKOHLS��5���.OLQJOHU��:����������$FWLYH�IDVFLDO�FRQWUDFWLOLW\��IDVFLD�LV�DEOH�WR�FRQWUDFW�DQG�UHOD[�LQ�D�VPRRWK�
PXVFOH�OLNH�PDQQHU�DQG�WKHUHE\�LQÀXHQFH�ELRPHFKDQLFDO�EHKDYLRU��'HSDUWPHQW�RI�$SSOLHG�3K\VLRORJ\��8OP�
8QLYHUVLW\��8OP��*HUPDQ\��'RZQORDGHG�-XQH����������ZZZ�IDVFLDUHVHDUFK�GH�����3RVWHU)UHLEXUJ�SGI�

6FKOHLS��5���1D\ORU��,���8UVX��'���0HO]HU��:���=RUQ��$���:LONH��+�-���/HKPDQQ�+RUQ��)���.OLQJOHU��:���������
3DVVLYH�PXVFOH�VWLIIQHVV�PD\�EH�LQÀXHQFHG�E\�DFWLYH�FRQWUDFWLOLW\�RI�LQWUDPXVFXODU�FRQQHFWLYH�WLVVXH��0HGLFDO�
+\SRWKHVHV��������±���

6FKPLGW�� 5�$��� :ULVEHUJ�� &�$��� ������ 0RWRU� /HDUQLQJ� DQG� 3HUIRUPDQFH�� D� 6LWXDWLRQ�EDVHG� /HDUQLQJ�
$SSURDFK���WK�HG��+XPDQ�.LQHWLFV��&KDPSDLJQ��,/��

6FRWW��0���&RPHUIRUG��0�-���0RWWUDP��6�/���������7UDQVYHUVXV�WUDLQLQJ�±�D�ZDVWH�RI�WLPH�LQ�WKH�J\P��)LWSUR�
1HWZRUN��������

6KDUNH\�� -��� ������ 7KH� &RQFLVH� %RRN� RI� 1HXURPXVFXODU� 7KHUDS\�� D� 7ULJJHU� 3RLQW� 0DQXDO�� /RWXV� 3XE���
&KLFKHVWHU��(QJODQG����

6KHU�� -�6��� 8ULEH�� -�:��� 3RVDGD��$��� 0XUSK\�� %�-��� =ODWNLQ�� 0�%��� ������$EQRUPDO� ¿QGLQJV� RQ� PDJQHWLF�
UHVRQDQFH�LPDJHV�RI�DV\PSWRPDWLF�VKRXOGHUV��-RXUQDO�RI�%RQH�DQG�-RLQW�6XUJHU\��������±���

6KHUU\��0�$���%HVW��7�0���������$�FRPSDULVRQ�RI���UHKDELOLWDWLRQ�SURJUDPV�LQ�WKH�WUHDWPHQW�RI�DFXWH�KDPVWULQJ�
VWUDLQV��-RXUQDO�RI�2UWKRSDHGLF�	�6SRUWV�3K\VLFDO�7KHUDS\������������±����

6KLHU��'���%XWOHU��-���/HZLV��5���������+ROH¶V�+XPDQ�$QDWRP\�	�3K\VLRORJ\����WK�HG��0F*UDZ�+LOO��'XEXTXH��,$��

6KXOW]��6�-���&DUFLD��&�5���3HUULQ��'�+���������.QHH�MRLQW�OD[LW\�DIIHFWV�PXVFOH�DFWLYDWLRQ�SDWWHUQV�LQ�WKH�KHDOWK\�
NQHH��-RXUQDO�RI�(OHFWURP\RJUDSK\�DQG�.LQHVLRORJ\������������±����

6PLWK��0���&RSSLHWHUV��0���+RGJHV��3���������(IIHFW�RI�H[SHULPHQWDOO\�LQGXFHG�ORZ�EDFN�SDLQ�RQ�SRVWXUDO�VZD\�
ZLWK�EUHDWKLQJ��([SHULPHQWDO�%UDLQ�5HVHDUFK�������������±����

6PLWK��0���5XVVHOO��$���+RGJHV��3���������'LVRUGHUV�RI�EUHDWKLQJ�DQG�LQFRQWLQHQFH�KDYH�D�VWURQJHU�DVVRFLDWLRQ�
ZLWK�EDFN�SDLQ�WKDQ�REHVLW\�DQG�SK\VLFDO�DFWLYLW\��$XVWUDOLDQ�-RXUQDO�RI�3K\VLRWKHUDS\�����������±���
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6WHGPDQ��7/��������6WHGPDQ¶V�0HGLFDO�'LFWLRQDU\�±���WK�(GLWLRQ��:LOOLDPV�DQG�:LONLQV��%DOWLPRUH�0'�

6WUDFKDQ��'�3���������9HQWLODWRU\�IXQFWLRQ�DV�D�SUHGLFWRU�RI�IDWDO�VWURNH��%0-���������������±����

6ZDUW]��(�(���'HFRVWHU��/�&���5XVVHOO��3�-���&URFH��5�9���������(IIHFWV�RI�GHYHORSPHQWDO�VWDJH�DQG�VH[�RQ�ORZHU�
H[WUHPLW\�NLQHPDWLFV�DQG�YHUWLFDO�JURXQG�UHDFWLRQ�IRUFHV�GXULQJ�ODQGLQJ��-RXUQDO�RI�$WKOHWLF�7UDLQLQJ���������
�±���

7DOHE��1��������7KH�%ODFN�6ZDQ��7KH�,PSDFW�RI�WKH�+LJKO\�,PSUREDEOH��5DQGRP�+RXVH��1HZ�<RUN��1<�

7DXQWRQ�� -�(��� 5\DQ�� 0�%��� &OHPHQW�� '�%��� 0F.HQ]LH�� '�&��� /OR\G�6PLWK�� '�5��� =XPER�� %�'��� ������$�
UHWURVSHFWLYH�FDVH�FRQWURO�DQDO\VLV�RI������UXQQLQJ�LQMXULHV��%ULWLVK�-RXUQDO�RI�6SRUWV�0HGLFLQH��������±����

7KLH��-�)���7KLH���0���������7RXFK�IRU�+HDOWK��WKH�&RPSOHWH�(GLWLRQ���D�3UDFWLFDO�*XLGH�WR�1DWXUDO�+HDOWK�:LWK�
$FXSUHVVXUH�7RXFK�DQG�0DVVDJH��'H9RUVV��&DPDULOOR��&$���

8PSKUHG��'��$���������1HXURORJLFDO�5HKDELOLWDWLRQ���WK�HG��0RVE\�(OVHYLHU��6W��/RXLV��02�

9DOWLQ��+��������³'ULQN�DW�OHDVW�HLJKW�JODVVHV�RI�ZDWHU�D�GD\�´�5HDOO\"�,V�WKHUH�VFLHQWL¿F�HYLGHQFH�IRU�³�[�´"�
$PHULFDQ�-RXUQDO�5HJXODWRU\��,QWHJUDWLYH�DQG�&RPSDULWLYH�3K\VLRORJ\�������5���±5�����

9DQ�'LOOHQ��/�5���%ORRP��1�-���*RPEDWWR��6�3���6XVFR��7�0���������+LS�URWDWLRQ�UDQJH�RI�PRWLRQ�LQ�SHRSOH�ZLWK�
DQG�ZLWKRXW�ORZ�EDFN�SDLQ�ZKR�SDUWLFLSDWH�LQ�URWDWLRQ�UHODWHG�VSRUWV��3K\V�7KHU�6SRUW����������±���

9HUDOO��*�0���6ODYRWLQHN�-�3���%DUQHV��3�*���������7KH�HIIHFW�RI�VSRUWV�VSHFL¿F�WUDLQLQJ�RQ�UHGXFLQJ�WKH�LQFLGHQFH�
RI�KDPVWULQJ�LQMXULHV�LQ�SURIHVVLRQDO�$XVWUDOLDQ�5XOHV�IRRWEDOO�SOD\HUV��%U��-�6SRUWV�0HG������������±����

9HUUDOO��*�0���6ODYRWLQHN��-�3���%DUQHV��3�*���)RQ��*�7���6SULJJLQV��$�-���������&OLQLFDO�ULVN�IDFWRUV�IRU�KDPVWULQJ�
PXVFOH�VWUDLQ�LQMXU\��D�SURVSHFWLYH�VWXG\�ZLWK�FRUUHODWLRQ�RI�LQMXU\�E\�PDJQHWLF�UHVRQDQFH�LPDJLQJ��%ULWLVK�
-RXUQDO�RI�6SRUWV�0HGLFLQH���������±����

9HUUDOO��*�0���6ODYRWLQHN�� -�3���%DUQHV��3�*���)RQ��*�7���������'LDJQRVWLF� DQG�SURJQRVWLF�YDOXH�RI� FOLQLFDO�
¿QGLQJV�LQ����DWKOHWHV�ZLWK�SRVWHULRU�WKLJK�LQMXU\��FRPSDULVRQ�RI�FOLQLFDO�¿QGLQJV�ZLWK�PDJQHWLF�UHVRQDQFH�
LPDJLQJ�GRFXPHQWDWLRQ�RI�KDPVWULQJ�PXVFOH�VWUDLQV��$PHULFDQ�-RXUQDO�RI�6SRUWV�0HGLFLQH������������±����

:DOWKHU��'�6���������$SSOLHG�.LQHVLRORJ\��6\QRSVLV���QG�HG��6\VWHPV�'&��3XHEOR��&2����

:DUG�0�*ODVRH��:�0���<DFN��+�-���6DOW]PDQ��&�/���������$QDWRP\�DQG�ELRPHFKDQLFV�RI�WKH�¿UVW�UD\�SK\VLFDO�
WKHUDS\��3K\VLFDO�7KHUDS\�������������±�����

:RRGV��&���+DZNLQV��5�'���0DOWE\��6���+XOVH��0���7KRPDV��$���+RGVRQ��$���������7KH�)RRWEDOO�$VVRFLDWLRQ�
0HGLFDO�5HVHDUFK�3URJUDPPH��DQ�DXGLW�RI�LQMXULHV�LQ�SURIHVVLRQDO�IRRWEDOO²DQDO\VLV�RI�KDPVWULQJ�LQMXULHV��
%ULWLVK�-RXUQDO�RI�6SRUWV�0HGLFLQH��������±����

;X��0�'���-�.RFKDQHN��.�'���0XUSK\��6�/���7HMDGD�9HUD��%���������'HDWKV��)LQDO�'DWD�IRU�������1DWLRQDO�
9LWDO�6WDWLVWLFV�5HSRUW���������

=DQXODN��%�7���3RQFH��3�/���6WUDXE��6�-���0HGYHFN\��0�-���$YHGLVLDQ��/���+HZHWW��7�(���������*HQGHU�FRPSDULVRQ�
RI�KLS�PXVFOH�DFWLYLW\�GXULQJ�VLQJOH�OHJ�ODQGLQJ��-RXUQDO�RI�2UWKRSDHGLF�	�6SRUWV�3K\VLFDO�7KHUDS\���������
���±����

=D]XODN��%�7���+HZHWW��7�(���5HHYHV��1�3���*ROGEHUJ��0'��%���&KROHZLFNL��-���������'H¿FLWV�LQ�QHXURPXVFXODU�
FRQWURO�RI�WKH�WUXQN�SUHGLFW�NQHH�LQMXU\�ULVN��D�SURVSHFWLYH�ELRPHFKDQLFDO�HSLGHPLRORJLF�VWXG\��7KH�$PHULFDQ�
-RXUQDO�RI�6SRUWV�0HGLFLQH��������������������
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-2()<�
$EGRPLQDO�$SRQHXURVLV����������
$EGRPLQDO�)DVFLD������������������
$EGRPLQDO�0XVFOHV

([WHUQDO�2EOLTXH��������������������
5HFWXV�$EGRPLQLV�����������������

� 7UDQVYHUVXV�$EGRPLQLV��������������������������������������������������������������
$FURPLRFODYLFXODU�-RLQW�����������������
$JRQLVWV��������������������������
$PRUWL]DWLRQ����
$QWDJRQLVWV��������������������������������������������������
$QWHULRU�'HOWRLG����������������
$QWHULRU�+XPHUDO�*OLGH�6\QGURPH��������������������������������������
$QWHULRU�2EOLTXH�&KDLQ�������������������������������������������
$VVHVVPHQW��������������������������������������������������������������������������������������������������
� ���������������

%LFHSV�%UDFKLL������������������������������������
%LFLSLWDO�7HQGRQRVLV����
%LRPHFKDQLFV�����������������������������������������������������
%ULGJHV���������������������������

&HQWUDWLRQ����������������������������������������������������������������������������������������������������
� ���������������������������������������������������������������������������������������������������
� ��������������������������
&HUYLFDO�6SLQH������������������������������������������������������������������

/RQJXV�&DSLWLV�����������
/RQJXV�&ROOL������
0XOWL¿GL��������������������������������

&RQFHQWULF�&RQWUDFWLRQ�����������������������������������������������������������������������������������������
� �������������
&RUH�$FWLYDWLRQ���������������������������������������������������������������������������������������
� ��������������������������������
&RXQWHUQXWDWLRQ����
&R[D�9DOJD����
&R[D�9DUD����
&UXFLDWH�/LJDPHQW����������������������������������������������

'LDSKUDJP��������������������������������������������������������������������������������������������������
'LVVRFLDWLRQ������������������������������������������������������������������������������������������������
� ����������������������������



��� _��&255(&7,9(�(;(5&,6(�62/87,216�72�&20021�+,3�$1'�6+28/'(5�'<6)81&7,21
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)URQWDO�3ODQH����������������������������������������������������������������������������������������

$EGXFWLRQ����������������������������������������������������������������������������������������
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� ����������������������
3UHGLFWRUV��RI�'\VIXQFWLRQ����
3ULQFLSOHV��RI�,QWHJUDWLYH�0RYHPHQW������������������������������������������������
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3URQH�7KRUDFLF�([WHQVLRQ������������������
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6SLQDO�,QVWDELOLW\���������
6SLQGOH��0XVFOH�������������
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