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�)�25�PXFK�RI�RXU�KLVWRU\��WKH�6XSUHPH�&RXUW�KDV�XQIOLQFKLQJO\
�SURFODLPHG�WKDW�OHJLVODWLYH��LQWHQW��LV�WKH�WRXFKVWRQH�RI�IHGHUDO

�VWDWXWRU\�LQWHUSUHWDWLRQ�
�7KH�UDWLRQDOH�LV�IDPLOLDU��,Q�D�FRQVWLWX�
�WLRQDO�V\VWHP�SUHGLFDWHG�XSRQ�OHJLVODWLYH�VXSUHPDF\��ZLWKLQ�FRQVWL�
�WXWLRQDO�ERXQGDULHV���MXGJHV�DV�&RQJUHVV
V�IDLWKIXO�DJHQWV�PXVW
�WU\�WR�DVFHUWDLQ�DV�DFFXUDWHO\�DV�SRVVLEOH�ZKDW�&RQJUHVV�PHDQW�E\
�WKH�ZRUGV�LW�XVHG��2Q�WKLV�SUHPLVH��IHGHUDO�MXGJHV�ORQJ�DVVXPHG
�WKDW�ZKHQ�D�VWDWXWH�ZDV�YDJXH�RU�DPELJXRXV��LQWHUSUHWHUV�VKRXOG
�VHHN�FODULILFDWLRQ��LI�SRVVLEOH��LQ�WKH�ELOO
V�LQWHUQDO�OHJLVODWLYH�KLV�
�WRU\���7KXV��ZKHQ�D�VSRQVRU�RU�FRPPLWWHH�H[SUHVVHG�DQ�XQGHU�
�VWDQGLQJ�RI�WKH�ELOO�RU�WKH�PLVFKLHIV�DW�ZKLFK�LW�ZDV�DLPHG��IHGHUDO
�FRXUWV�RIWHQ�WRRN�WKDW�DV�SUREDWLYH�HYLGHQFH�RI�WKH�WH[W
V�PHDQLQJ��
�$QG�EHFDXVH�D�OHJLVODWXUH�OLNH�DQ\�RWKHU�XVHU�RI�ODQJXDJH�PLJKW
�VSHDN�LPSUHFLVHO\��RU�XVH�ODQJXDJH�ORRVHO\�RU�LGLRV\QFUDWLFDOO\��IHG�
�HUDO�MXGJHV�ORQJ�DVVXPHG�WKDW�D�VWDWXWH
V�VHPDQWLF�GHWDLO��KRZHYHU
�FOHDU��PXVW�\LHOG�ZKHQ�LW�FRQIOLFWV�VKDUSO\�ZLWK�WKH�DSSDUHQW�VSLULW
�RU�SXUSRVH�WKDW�LQVSLUHG�LWV�HQDFWPHQW��

�)RU�WKH�ODWWHU�KDOI�RI�WKH�WZHQWLHWK�FHQWXU\��WKHVH�SULQFLSOHV�
�UHIHUUHG�WR�KHUHLQ�DV��FODVVLFDO�LQWHQWLRQDOLVP��UHIOHFWHG�WKH�RU�

�WKRGR[\��DW�OHDVW�DPRQJ�IHGHUDO�MXGJHV��1HDU�WKH�FORVH�RI�WKDW�FHQ�
�WXU\��KRZHYHU��D�FRPSHWLQJ�SKLORVRSK\�NQRZQ�DV��WH[WXDOLVP�

�
�3URIHVVRU�RI�/DZ��+DUYDUG�/DZ�6FKRRO��,�DP�JUDWHIXO�WR�'DYLG�%DUURQ��%UDGIRUG
�&ODUN��-DFN�*ROGVPLWK��'HEUD�/LYLQJVWRQ��DQG�+HQU\�0RQDJKDQ�IRU�LQVLJKWIXO�FRP�
�PHQWV�RQ�DQ�HDUOLHU�GUDIW��,�WKDQN�$QWRQ�0HWOLWVN\�IRU�H[FHOOHQW�UHVHDUFK�DVVLVWDQFH�
���6HH��H�J���3KLOEURRN�Y��*ORGJHWW������8�6��������������������2XU�REMHFWLYH����LV�WR

�DVFHUWDLQ�WKH�FRQJUHVVLRQDO�LQWHQW�DQG�JLYH�HIIHFW�WR�WKH�OHJLVODWLYH�ZLOO�����8QLWHG
�6WDWHV�Y��$P��7UXFNLQJ�$VV
QV������8�6��������������������,Q�WKH�LQWHUSUHWDWLRQ�RI
�VWDWXWHV��WKH�IXQFWLRQ�RI�WKH�FRXUWV�LV�HDVLO\�VWDWHG��,W�LV�WR�FRQVWUXH�WKH�ODQJXDJH�VR�DV
�WR�JLYH�HIIHFW�WR�WKH�LQWHQW�RI�&RQJUHVV�����,&&�Y��%DLUG������8�6������������������7KH
�REMHFW�RI�FRQVWUXFWLRQ��DV�KDV�EHHQ�RIWHQ�VDLG�E\�WKH�FRXUWV�DQG�ZULWHUV�RI�DXWKRULW\��LV
�WR�DVFHUWDLQ�WKH�OHJLVODWLYH�LQWHQW��DQG��LI�SRVVLEOH��WR�HIIHFWXDWH�WKH�SXUSRVHV�RI�WKH
�ODZPDNHUV����
���:LOOLDP�1��(VNULGJH��-U���/HJLVODWLYH�+LVWRU\�9DOXHV�����&KL��.HQW��/��5HY������

�����������������/HJLVODWLYH�KLVWRU\�DV�HYLGHQFH�RI�VSHFLILF�LQWHQW�LV��KLVWRULFDOO\��WKH
�PDLQ�MXVWLILFDWLRQ�IRU�H[DPLQLQJ�VXFK�PDWHULDOV��7KH�&RXUW�H[DPLQHV�OHJLVODWLYH�KLV�
�WRU\�EHFDXVH�LW�FRQWDLQV�DXWKRULWDWLYH�VWDWHPHQWV�RI�ZKDW�WKH�VRYHUHLJQ�OHJLVODWXUH
�FRPPDQGV����
�
6HH�LQIUD�QRWH����DQG�DFFRPSDQ\LQJ�WH[W�
���6HH�LQIUD�QRWH����DQG�DFFRPSDQ\LQJ�WH[W�
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�HPHUJHG��SURGXFLQJ�D�UDWKHU�VLJQLILFDQW�HIIHFW�RQ�ERWK�MXGLFLDO�EH�
�KDYLRU�DQG�DFDGHPLF�ZULWLQJ��$V�GLVFXVVHG�EHORZ��WH[WXDOLVP�GRHV
�QRW�DGPLW�RI�D�VLPSOH�GHILQLWLRQ��EXW�LQ�SUDFWLFH�LV�DVVRFLDWHG�ZLWK
�WKH�EDVLF�SURSRVLWLRQ�WKDW�MXGJHV�PXVW�VHHN�DQG�DELGH�E\�WKH�SXEOLF
�PHDQLQJ�RI�WKH�HQDFWHG�WH[W��XQGHUVWRRG�LQ�FRQWH[W��DV�DOO�WH[WV
�PXVW�EH���+HQFH��HYHQ�LQ�FDVHV�RI�DPELJXLW\��PDQ\�WH[WXDOLVW�MXGJHV
�W\SLFDOO\�UHIXVH�WR�WUHDW�OHJLVODWLYH�KLVWRU\�DV��DXWKRULWDWLYH��HYL�
�GHQFH�RI�OHJLVODWLYH�LQWHQW���*LYHQ�WKH�XQGHQLDEOH�FRPSOH[LW\�RI�WKH
�OHJLVODWLYH�SURFHVV��LQWHUSUHWHUV�VLPSO\�FDQQRW�NQRZ�LI�D�UHTXLVLWH
�PDMRULW\�RI�HQDFWRUV�NQHZ�RI�RU�DVVHQWHG�WR�WKH�FRQWHQWV�RI�DQ\
�SDUWLFXODU�SLHFH�RI�OHJLVODWLYH�KLVWRU\���,Q�DGGLWLRQ��WH[WXDOLVWV
�FKRRVH�WKH�OHWWHU�RI�WKH�VWDWXWRU\�WH[W�RYHU�LWV�VSLULW��DJDLQ��WKH�LQ�
�WULFDF\�DQG�RSDFLW\�RI�WKH�OHJLVODWLYH�SURFHVV�PDNH�WKHP�UHOXFWDQW
�WR�DVFULEH�DQ�DSSDUHQW�PLVPDWFK�EHWZHHQ�WH[W�DQG�SXUSRVH�WR�D
�ODSVH�LQ�OHJLVODWLYH�H[SUHVVLRQ�UDWKHU�WKDQ�WKH�HYHU�SUHVHQW�SRVVLELO�
�LW\�RI�DQ�DZNZDUG�OHJLVODWLYH�FRPSURPLVH�
�7KH�OHDGLQJ�H[SRQHQWV�RI�PRGHUQ�WH[WXDOLVP�-XVWLFH�6FDOLD�RQ

�WKH�8�6��6XSUHPH�&RXUW�DQG�-XGJH�(DVWHUEURRN�RQ�WKH�8�6��&RXUW
�RI�$SSHDOV�IRU�WKH�6HYHQWK�&LUFXLW�RIWHQ�MXVWLI\�WKHVH�GHYLDWLRQV
�IURP�FODVVLF�LQWHQWLRQDOLVP�ZLWK�DQ�DOOXULQJ�EXW�XOWLPDWHO\�LQH[DFW
�SURSRVLWLRQ��%XLOGLQJ�RQ�WKH�UHDOLVW�WUDGLWLRQ��WKH\�HPSKDVL]H�WKDW
�PXOWL�PHPEHU�OHJLVODWXUHV�GR�QRW�KDYH�DQ�DFWXDO�EXW�XQH[SUHVVHG
��LQWHQW��RQ�DQ\�PDWHULDOO\�FRQWHVWHG�LQWHUSUHWLYH�SRLQW��MXGJHV
�PXVW�WKHUHIRUH�DEDQGRQ�DQ\�SUHWHQVH�RI�XVLQJ�VXFK�DQ�LQWHQW�DV�WKH
�DLP�RI�LQWHUSUHWDWLRQ���,QVWHDG��FRXUWV�VKRXOG�OLVWHQ�IRU��WKH�ULQJ�WKH

�
�6HH�-RKQ�)��0DQQLQJ��7H[WXDOLVP�$V�D�1RQGHOHJDWLRQ�'RFWULQH�����&ROXP��/��5HY�
���������������������GLVFXVVLQJ�WKH�WH[WXDOLVW�FULWLTXH�RI�WKH�XVH�RI�OHJLVODWLYH�KLVWRU\
�DQG�FROOHFWLQJ�H[DPSOHV�IURP�MXGLFLDO�RSLQLRQV��
���6HH��H�J���:LV��3XE��,QWHUYHQRU�Y��0RUWLHU������8�6�������������������6FDOLD��-���FRQ�

�FXUULQJ�LQ�WKH�MXGJPHQW����,W�LV�PRVW�XQOLNHO\�WKDW�PDQ\�0HPEHUV�RI�HLWKHU�&KDPEHU
�UHDG�WKH�SHUWLQHQW�SRUWLRQV�RI�WKH�&RPPLWWHH�5HSRUWV�EHIRUH�YRWLQJ�RQ�WKH�ELOO�
�DVVXPLQJ��ZH�FDQQRW�EH�VXUH��WKDW�WKH�5HSRUWV�ZHUH�DYDLODEOH�EHIRUH�WKH�YRWH����
��6HH�-RKQ�)��0DQQLQJ��7H[WXDOLVP�DQG�WKH�(TXLW\�RI�WKH�6WDWXWH������&ROXP��/�

�5HY�������������������GHVFULELQJ�WKH�WH[WXDOLVW�SRVLWLRQ��
���6HH��H�J���)UDQN�+��(DVWHUEURRN��6RPH�7DVNV�LQ�8QGHUVWDQGLQJ�/DZ�7KURXJK�WKH

�/HQV�RI�3XEOLF�&KRLFH�����,QW
O�5HY��/��	�(FRQ��������������������>7@KH�FRQFHSW�RI
�
DQ
�LQWHQW�IRU�D�SHUVRQ�LV�ILFWLYH�DQG�IRU�DQ�LQVWLWXWLRQ�KLODULRXV��$�KXQW�IRU�WKLV�VQLSH
�OLEHUDWHV�WKH�LQWHUSUHWHU��ZKR�FDQ�DWWULEXWH�WR�WKH�GUDIWHUV�ZKDWHYHU�
LQWHQW
�VHUYHV
�SXUSRVHV�GHULYHG�E\�RWKHU�PHDQV�����)UDQN�+��(DVWHUEURRN��6WDWXWHV
�'RPDLQV�����8�
�&KL��/��5HY������������������>KHUHLQDIWHU�(DVWHUEURRN��6WDWXWHV
�'RPDLQV@���%HFDXVH
�OHJLVODWXUHV�FRPSULVH�PDQ\�PHPEHUV��WKH\�GR�QRW�KDYH�
LQWHQWV
�RU�
GHVLJQV�
�KLGGHQ
�\HW�GLVFRYHUDEOH�����)UDQN�+��(DVWHUEURRN��7H[W��+LVWRU\��DQG�6WUXFWXUH�LQ�6WDWXWRU\
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�ZRUGV�>RI�D�VWDWXWH@�ZRXOG�KDYH�KDG�WR�D�VNLOOHG�XVHU�RI�ZRUGV�DW
�WKH�WLPH��WKLQNLQJ�DERXW�WKH�VDPH�SUREOHP����7H[WXDOLVWV�WKXV�DV�
�SLUH��WR�UHDG�WKH�ZRUGV�RI�>D�VWDWXWRU\@�WH[W�DV�DQ\�RUGLQDU\�0HP�
�EHU�RI�&RQJUHVV�ZRXOG�KDYH�UHDG�WKHP��DQG�DSSO\�WKH�PHDQLQJ�VR
�GHWHUPLQHG��
��6XFK�DQ�DSSURDFK��WKH\�LQVLVW��GRHV�QRW�UHSOLFDWH�WKH
�IDQFLIXO�SXUVXLW�RI�&RQJUHVV
V�WUXH�LQWHQWLRQV��UDWKHU��LW�PRUH�SODX�
�VLEO\�FDSWXUHV��D�VRUW�RI�
REMHFWLILHG
�LQWHQW�WKH�LQWHQW�WKDW�D�UHD�
�VRQDEOH�SHUVRQ�ZRXOG�JDWKHU�IURP�WKH�WH[W�RI�WKH�ODZ��SODFHG
�DORQJVLGH�WKH�UHPDLQGHU�RI�WKH�FRUSXV�MXULV���
�,Q�D�FKDUDFWHULVWLFDOO\�LQVLJKWIXO�DUWLFOH��3URIHVVRU�&DOHE�1HOVRQ

�KDV�VXJJHVWHG�WKDW�WKH�GLIIHUHQFH�EHWZHHQ�QHZ�WH[WXDOLVWV�DQG�FODV�
�VLFDO�LQWHQWLRQDOLVWV�PD\�QRW�EH�DV�FRVPLF�DV�PRGHUQ�WH[WXDOLVW
�UKHWRULF�VRPHWLPHV�VXJJHVWV����6HYHUDO�FRQVLGHUDWLRQV��KH�DUJXHV�
�GHPRQVWUDWH�WKDW�WKH�OHDGLQJ�PRGHUQ�WH[WXDOLVWV�GR��LQ�IDFW��FDUH
�DERXW�&RQJUHVV
V�DFWXDO�UDWKHU�WKDQ�REMHFWLILHG�LQWHQW��$�IHZ�H[�
�DPSOHV�VXIILFH�WR�UHYHDO�WKH�JLVW�RI�KLV�DQDO\VLV��)LUVW��WH[WXDOLVWV�UH�
�MHFW�LQWHUQDO�OHJLVODWLYH�KLVWRU\�SUHFLVHO\�EHFDXVH�WKH\�UHJDUG�D
�VSRQVRU
V�RU�FRPPLWWHH
V�YLHZV�DV�DQ�XQUHOLDEOH�SUR[\�IRU�WKH�LQ�
�WHQWLRQV�RI�WKH�ERG\�DV�D�ZKROH�����6HFRQG��PRGHUQ�WH[WXDOLVWV�VRPH�
�WLPH�VDFULILFH�FOHDU�VHPDQWLF�PHDQLQJ�LQ�RUGHU�WR�DYRLG�VFULYQHU
V
�HUURUV��D�SUDFWLFH�WKDW�PDNH�VHQVH�RQO\�LI�RQH�LV�VHHNLQJ�WKH�WUXH�LQ�
�WHQWLRQ�RI�WKH�HQDFWLQJ�ERG\����7KLUG��WH[WXDOLVWV�VRPHWLPHV�HYHQ
�HQJDJH�LQ�WKH��LPDJLQDWLYH�UHFRQVWUXFWLRQ��RI�OHJLVODWLYH�LQWHQW�
�WKDW�LV��LQ�VRPH�FRQWH[WV�WKH\�HVFKHZ�FORVH�WH[WXDO�H[HJHVLV�DQG�WU\
�LQVWHDG�WR�LPDJLQH�KRZ�WKH�OHJLVODWXUH�ZRXOG�KDYH�UHVROYHG�D�SDU�

�,QWHUSUHWDWLRQ�����+DUY��-�/��	�3XE��3RO
\���������������>KHUHLQDIWHU�(DVWHUEURRN�
�7H[W��+LVWRU\��DQG�6WUXFWXUH@���,QWHQW�LV�HOXVLYH�IRU�D�QDWXUDO�SHUVRQ��ILFWLYH�IRU�D�FRO�
�OHFWLYH�ERG\�����$QWRQLQ�6FDOLD��-XGLFLDO�'HIHUHQFH�WR�$GPLQLVWUDWLYH�,QWHUSUHWDWLRQV
�RI�/DZ�������'XNH�/�-������������DUJXLQJ�WKDW��WKH�TXHVW�IRU�WKH�
JHQXLQH
�OHJLVODWLYH
�LQWHQW�LV�SUREDEO\�D�ZLOG�JRRVH�FKDVH���
���)UDQN�+��(DVWHUEURRN��7KH�5ROH�RI�2ULJLQDO�,QWHQW�LQ�6WDWXWRU\�&RQVWUXFWLRQ����

�+DUY��-�/��	�3XE��3RO
\���������������
����&KLVRP�Y��5RHPHU������8�6�������������������6FDOLD��-���GLVVHQWLQJ���FLWDWLRQ�RPLW�

�WHG��
���$QWRQLQ�6FDOLD��&RPPRQ�/DZ�&RXUWV�LQ�D�&LYLO�/DZ�6\VWHP��7KH�5ROH�RI�8QLWHG

�6WDWHV�)HGHUDO�&RXUWV�LQ�,QWHUSUHWLQJ�WKH�&RQVWLWXWLRQ�DQG�/DZV��LQ�$�0DWWHU�RI�,Q�
�WHUSUHWDWLRQ��)HGHUDO�&RXUWV�DQG�WKH�/DZ��������$P\�*XWPDQQ�HG���������

�6HH�&DOHE�1HOVRQ��:KDW�,V�7H[WXDOLVP"�����9D��/��5HY�������������
����6HH�LG��DW��������

����6HH�LG��DW�������������
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�WLFXODU�LQWHUSUHWLYH�TXHVWLRQ�XQGHU�WKH�FLUFXPVWDQFHV�DW�EDU���6XFK
�FRQVLGHUDWLRQV�OHDG�3URIHVVRU�1HOVRQ�WR�FRQFOXGH�WKDW�WH[WXDOLVWV

�WDON�D�JRRG�JDPH�EXW�LQ�WKH�HQG�ZDQW�WR�NQRZ�WKH�VDPH�WKLQJ�DV�GR
�LQWHQWLRQDOLVWV�ZKDW�WKH�OHJLVODWXUH�VXEMHFWLYHO\�LQWHQGHG��7KH\
�MXVW�KDYH�GLIIHUHQW�SUHVXSSRVLWLRQV�DERXW�KRZ�WR�UHDG�RU��SHUKDSV
�PRUH�DFFXUDWHO\��KRZ�WR�DSSUR[LPDWH�WKDW�LQWHQW�

�6R�ZKDW�GRHV�3URIHVVRU�1HOVRQ�VHH�DV�WKH�VDOLHQW�IDFWRU�WKDW

�GLVWLQJXLVKHV�PRGHUQ�WH[WXDOLVWV�IURP�FODVVLFDO�LQWHQWLRQDOLVWV"
�6LPSO\�SXW��KH�GHWHFWV�D�KHLJKWHQHG�WHQGHQF\�DPRQJ�WH[WXDOLVWV
�WR�SUHIHU�UXOHV�RYHU�VWDQGDUGV����)RU�H[DPSOH��WH[WXDOLVWV�DUH
�TXLFN�WR�HQIRUFH�VWDWXWRULO\�HPEHGGHG�UXOHV�DJDLQVW�WKH�FODLP
�WKDW�LQHYLWDEOH�RYHU��RU�XQGHU�LQFOXVLYHQHVV�ZDUUDQWV�DQ��LQWHQW�
�EDVHG��H[FHSWLRQ���$QG�WKH\�HQWKXVLDVWLFDOO\�GHSOR\�FDQRQV�RI
�FRQVWUXFWLRQ��ZLWK�VSHFLDO�HPSKDVLV�RQ�WKH�PRUH�UXOH�OLNH�RI�WKH
�FDQRQV��
�*LYHQ�KLV�SUHYLRXV�FRQFOXVLRQ�WKDW�WH[WXDOLVWV�VHHN�OHJ�
�LVODWLYH�LQWHQW��KH�FKDONV�XS�WKHLU�UXOH�OLNH�WHQGHQFLHV�WR�DQ�LP�
�SOLFLW�MXGJPHQW�WKDW�UXOH�IROORZLQJ�ZLOO�PRUH�OLNHO\�DSSUR[LPDWH
�OHJLVODWLYH�LQWHQW���7KDW�LV��WH[WXDOLVWV�DSSHDU�WR�EHOLHYH�WKDW�GH�

����6HH�LG��DW���������)RU�H[DPSOH��LQ�GHWHUPLQLQJ�ZKHWKHU�WR��VHYHU��DQ�XQFRQVWLWX�
�WLRQDO�SURYLVLRQ�RI�D�VWDWXWH��WKH�&RXUW�LQTXLUHV�LQWR�ZKHWKHU�&RQJUHVV�ZRXOG�KDYH
�HQDFWHG�WKH�EDODQFH�RI�WKH�VWDWXWH�ZLWKRXW�WKH�RIIHQGLQJ�SURYLVLRQ��6HH�LG��DW��������
�,Q�DGGLWLRQ��WKH�&RXUW
V�DSSURDFK�WR�LPSOLHG�IHGHUDO�SUHHPSWLRQ�RI�VWDWH�ODZ�DS�
�SUR[LPDWHV�WKH�PHWKRGV�RI�DQDO\VLV�DVVRFLDWHG�ZLWK�LPDJLQDWLYH�UHFRQVWUXFWLRQ��6HH
�'DQLHO�-��0HOW]HU��7KH�6XSUHPH�&RXUW
V�-XGLFLDO�3DVVLYLW\�������6XS��&W��5HY������
���������DUJXLQJ�WKDW�FRQWUDU\�WR�LWV�GHIDXOW�DSSURDFK�WR�VWDWXWRU\�LQWHUSUHWDWLRQ��WKH
�&RXUW�HQJDJHV�LQ�VLJQLILFDQW�LQWHUSUHWLYH�ODZPDNLQJ�LQ�LPSOLHG�SUHHPSWLRQ�FDVHV��
����6HH�1HOVRQ��VXSUD�QRWH�����DW����������)RU�D�JHQHUDO�GLVFXVVLRQ�RI�WKH�GLVWLQFWLRQ

�EHWZHHQ�UXOHV�DQG�VWDQGDUGV��VHH��IRU�H[DPSOH��,VDDF�(KUOLFK�	�5LFKDUG�$��3RVQHU�
�$Q�(FRQRPLF�$QDO\VLV�RI�/HJDO�5XOHPDNLQJ����-��/HJDO�6WXG�������������������QRWLQJ
�WKDW��>D@�UXOH�ZLWKGUDZV�IURP�WKH�GHFLVLRQ�PDNHU
V�FRQVLGHUDWLRQ�RQH�RU�PRUH�RI�WKH
�FLUFXPVWDQFHV�WKDW�ZRXOG�EH�UHOHYDQW�WR�GHFLVLRQ��ZKLOH��>W@KH�WHUP�
VWDQGDUG
�GH�
�QRWHV����D�JHQHUDO�FULWHULRQ�RI�VRFLDO�FKRLFH���VXFK�DV�HIILFLHQF\�RU�UHDVRQDEOHQHVV��
�/RXLV�.DSORZ��5XOHV�9HUVXV�6WDQGDUGV��$Q�(FRQRPLF�$QDO\VLV�����'XNH�/�-������
�����������������>$@�UXOH�PD\�HQWDLO�DQ�DGYDQFH�GHWHUPLQDWLRQ�RI�ZKDW�FRQGXFW�LV
�SHUPLVVLEOH��OHDYLQJ�RQO\�IDFWXDO�LVVXHV�IRU�WKH�DGMXGLFDWRU�����$�VWDQGDUG�PD\�HQWDLO
�OHDYLQJ�ERWK�VSHFLILFDWLRQ�RI�ZKDW�FRQGXFW�LV�SHUPLVVLEOH�DQG�IDFWXDO�LVVXHV�IRU�WKH�DG�
�MXGLFDWRU�����.DWKOHHQ�0��6XOOLYDQ��7KH�6XSUHPH�&RXUW�������7HUP�)RUHZRUG��7KH
�-XVWLFHV�RI�5XOHV�DQG�6WDQGDUGV������+DUY��/��5HY������������������$�OHJDO�GLUHFWLYH�LV
�
UXOH
�OLNH�ZKHQ�LW�ELQGV�D�GHFLVLRQPDNHU�WR�UHVSRQG�LQ�D�GHWHUPLQDWH�ZD\�WR�WKH�SUHV�
�HQFH�RI�GHOLPLWHG�WULJJHULQJ�IDFWV�����$�OHJDO�GLUHFWLYH�LV�
VWDQGDUG
�OLNH�ZKHQ�LW�WHQGV
�WR�FROODSVH�GHFLVLRQPDNLQJ�EDFN�LQWR�WKH�GLUHFW�DSSOLFDWLRQ�RI�WKH�EDFNJURXQG�SULQFL�
�SOH�RU�SROLF\�WR�D�IDFW�VLWXDWLRQ����
����1HOVRQ��VXSUD�QRWH�����DW��������
�
�,G��DW��������
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�YLDWLQJ�IURP�D�FOHDU�WH[W�LQ�WKH�QDPH�RI�LQWHQW�ZLOO�W\SLFDOO\�SUR�
�GXFH�PRUH�PLVDSSUR[LPDWLRQV�RI�OHJLVODWLYH�LQWHQW�WKDQ�ZLOO�KHZLQJ
�WR�WKH�WH[W��DQG�WKDW�D�VWURQJ�SUHVXPSWLRQ�DJDLQVW�LQWHQW�EDVHG�H[�
�FHSWLRQV�WR�UXOHV�ZLOO�WKHUHIRUH�SUHYHQW�PRUH�HUURUV�WKDQ�LW�OHDYHV
�LQ�SODFH�����6LPLODUO\��WKHLU�DWWUDFWLRQ�WR�UXOH�EDVHG�FDQRQV�UHIOHFWV
�DQ�LPSOLFLW�EHOLHI�WKDW�VXFK�FDQRQV�DFFXUDWHO\�UHIOHFW�FRQJUHVVLRQDO
�KDELWV�RI�PLQG��WKDW�WKHLU�DSSOLFDWLRQ�ZLOO�WKXV�FDSWXUH�WUXH�FRQ�
�JUHVVLRQDO�GHVLUHV�PRUH�RIWHQ�WKDQ�FDVH�E\�FDVH�DQDO\VLV�RI�LQWHQW�
�DQG�WKDW�FRQVLVWHQW�MXGLFLDO�GHSOR\PHQW�RI�VXFK�SUHIHUHQFH�
�HVWLPDWLQJ�FDQRQV�ZLOO�EHFRPH�VHOI�IXOILOOLQJ�DV�OHJLVODWLYH�GUDIWHUV
�ILUVW�EHFRPH�IDPLOLDU�ZLWK�DQG�WKHQ�WDNH�DFFRXQW�RI�SUHGLFWDEOH
�FDQRQV�RI�FRQVWUXFWLRQ���

�7KLV�(VVD\�ZLOO�H[DPLQH�3URIHVVRU�1HOVRQ
V�FHQWUDO�FRQWHQWLRQ
�WKDW��FRQWUDU\�WR�VRPH�RI�WKHLU�UKHWRULF��WH[WXDOLVW�MXGJHV�GR�FDUH
�DERXW�OHJLVODWLYH�LQWHQW��
�,I�E\�WKDW�KH�PHDQV�WKDW�WH[WXDOLVWV�EHOLHYH
�WKDW�WKH�OHJLVODWLYH�PDMRULW\�DV�D�ZKROH�SRVVHVVHV�D�EDFNJURXQG�VXE�
�MHFWLYH�LQWHQWLRQ�DERXW�WKH�ZRUGV�LW�DGRSWV��,�EHOLHYH�WKDW�KLV�FRQ�
�FOXVLRQ�PLVVHV�WKH�IDFW�WKDW�WH[WXDOLVWV��JLYHQ�WKHLU�DVVXPSWLRQV
�DERXW�WKH�OHJLVODWLYH�SURFHVV��QHFHVVDULO\�EHOLHYH�WKDW�LQWHQW�LV�D
�FRQVWUXFW��7R�EH�VXUH��WH[WXDOLVWV�KDYH�VRXJKW�WR�GHYLVH�D�FRQVWUXF�
�WLYH�LQWHQW�WKDW�VDWLVILHV�WKH�PLQLPXP�FRQGLWLRQV�IRU�PHDQLQJIXOO\
�WUDFLQJ�VWDWXWRU\�PHDQLQJ�WR�WKH�OHJLVODWLYH�SURFHVV��7KDW�PXFK�LV
�XQFRQWURYHUVLDO��,Q�DQ\�V\VWHP�SUHGLFDWHG�RQ�OHJLVODWLYH�VXSUHPDF\�
�D�IDLWKIXO�DJHQW�ZLOO�RI�FRXUVH�VHHN�WKH�OHJLVODWXUH
V�LQWHQGHG�PHDQ�
�LQJ�LQ�VRPH�VHQVH��DQG�PRGHUQ�WH[WXDOLVWV�GR�VLWXDWH�WKHPVHOYHV�LQ
�WKDW�WUDGLWLRQ��%XW�WR�VD\�WKDW�WKH\�VLPSO\�SUDFWLFH�LQWHQWLRQDOLVP
�E\�RWKHU�PHDQV�LV�WR�XQGHUVWDWH�WKH�LPSRUWDQW�OLQN�IRU�WH[WXDOLVWV
�EHWZHHQ�UHFRJQL]LQJ�WKH�FXPEHUVRPH��FKDRWLF��SDWK�GHSHQGHQW�
�DQG�RSDTXH�FKDUDFWHU�RI�WKH�OHJLVODWLYH�SURFHVV�DQG�WKHLU�UHMHFWLRQ
��LQ�ZKDW�PD\�SHUKDSV�EH�RYHUVWDWHG�UKHWRULF��RI�WKH�FODVVLFDO�LQWHQ�
�WLRQDOLVWV
�XQGHUVWDQGLQJ�RI�OHJLVODWLYH�LQWHQW�
�:KDW�FKDUDFWHUL]HV�FODVVLFDO�LQWHQWLRQDOLVP�LV�LWV�WHQGHQF\�WR�DQ�

�WKURSRPRUSKL]H�WKH�OHJLVODWXUH��,Q�LPSRUWDQW�UHVSHFWV��LQWHQWLRQDO�
�LVWV�EHOLHYH�WKDW�D�OHJLVODWLYH�FRPPDQG�FDQ�DQG�VKRXOG�EH�WUHDWHG�DV
�RQH�ZRXOG�WUHDW�WKH�VSHHFK�RI�DQ�LQGLYLGXDO�KXPDQ�DFWRU��7KDW�LV�

����,G��DW��������
����,G��DW��������

����$�EULHI�(VVD\�LV�QRW�WKH�SURSHU�YHQXH�WR�SLFN�RYHU�ZKDWHYHU�PLQRU�GLVDJUHHPHQWV
�,�PD\�KDYH�ZLWK�WKH�SDUWLFXODUV�RI�3URIHVVRU�1HOVRQ
V�FDUHIXO�DQDO\VLV�
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�WKH\�EHOLHYH�WKDW�D�OHJLVODWLYH�PDMRULW\�FDQ�KDYH�FRKHUHQW�EXW�XQ�
�H[SUHVVHG�EDFNJURXQG�LQWHQWLRQV�DERXW�LWV�VWDWXWRU\�XWWHUDQFHV�WKDW
�FDQ�EH�XVHG�WR�FODULI\�RU�HYHQ�DOWHU�WKH�VLJQLILFDQFH�WKDW�D�UHDVRQ�
�DEOH�SHUVRQ�FRQYHUVDQW�ZLWK�UHOHYDQW�VRFLDO�DQG�OLQJXLVWLF�FRQYHQ�
�WLRQV�ZRXOG�RWKHUZLVH�DWWDFK�WR�WKH�FKRVHQ�ZRUGV�LQ�FRQWH[W��7H[�

�WXDOLVWV��E\�FRQWUDVW��GHQ\�WKDW�&RQJUHVV�KDV�D�FROOHFWLYH�ZLOO�DSDUW
�IURP�WKH�RXWFRPHV�RI�WKH�FRPSOH[�OHJLVODWLYH�SURFHVV�WKDW�FRQGL�
�WLRQV�LWV�DELOLW\�WR�WUDQVODWH�UDZ�SROLF\�LPSXOVHV�RU�LQWHQWLRQV�LQWR
�ILQLVKHG�OHJLVODWLRQ��)RU�WKHP��LQWHQGHG�PHDQLQJ�QHYHU�HPHUJHV
�XQILOWHUHG��LW�PXVW�VXUYLYH�D�SURFHVV�WKDW�LQFOXGHV�FRPPLWWHH�DS�
�SURYDO��ORJUROOLQJ��WKH�QHHG�IRU�IORRU�WLPH��WKUHDWHQHG�ILOLEXVWHUV�
�FRQIHUHQFH�FRPPLWWHHV��YHWR�WKUHDWV��DQG�WKH�OLNH��)RU�EHWWHU�RU
�ZRUVH��RQO\�WKH�VWDWXWRU\�WH[W�QDYLJDWHV�DOO�WKRVH�KXUGOHV��$FFRUG�
�LQJO\��ZKHUHDV�LQWHQWLRQDOLVWV�EHOLHYH�WKDW�OHJLVODWXUHV�KDYH�FRKHU�
�HQW�DQG�LGHQWLILDEOH�EXW�XQH[SUHVVHG�SROLF\�LQWHQWLRQV��WH[WXDOLVWV
�EHOLHYH�WKDW�WKH�RQO\�PHDQLQJIXO�FROOHFWLYH�OHJLVODWLYH�LQWHQWLRQV�DUH
�WKRVH�UHIOHFWHG�LQ�WKH�SXEOLF�PHDQLQJ�RI�WKH�ILQDO�VWDWXWRU\�WH[W�
�7KLV�(VVD\�ZLOO�RXWOLQH�WKH�GLVWLQFWLYH�FRQFHSWLRQ�RI�OHJLVODWLYH

�LQWHQW�WKDW�IROORZV�IURP�WKH�WH[WXDOLVWV
�EHGURFN�DVVXPSWLRQV�DERXW
�WKH�OHJLVODWLYH�SURFHVV��3DUW�,�ZLOO�OD\�WKH�JURXQGZRUN�E\�H[DPLQLQJ
�WKH�PRGHUQ�WH[WXDOLVWV
�XQGHUO\LQJ�VNHSWLFLVP�RI�LQWHQW��,W�ZLOO�WKHQ
�DUJXH�WKDW�GHVSLWH�WKLV�VNHSWLFLVP��WH[WXDOLVWV�QHFHVVDULO\�EHOLHYH�LQ
�VRPH�YHUVLRQ�RI�OHJLVODWLYH�LQWHQW��EXW�RQH�WKDW�LV�TXLWH�GLIIHUHQW
�IURP�WKH�YHUVLRQ�DVVRFLDWHG�ZLWK�FODVVLFDO�LQWHQWLRQDOLVP��,Q�SDU�
�WLFXODU��WH[WXDOLVWV�IRFXV�RQ��REMHFWLILHG�LQWHQW��WKH�LPSRUW�WKDW�D
�UHDVRQDEOH�SHUVRQ�FRQYHUVDQW�ZLWK�DSSOLFDEOH�VRFLDO�DQG�OLQJXLVWLF
�FRQYHQWLRQV�ZRXOG�DWWDFK�WR�WKH�HQDFWHG�ZRUGV��3DUW�,,�ZLOO�H[DP�

�LQH�WKH�GLVWLQFWLRQ�EHWZHHQ�UXOHV�DQG�VWDQGDUGV�XSRQ�ZKLFK�3URIHV�
�VRU�1HOVRQ�FHQWUDOO\�UHOLHV��$OWKRXJK�WH[WXDOLVWV�PD\�LQ�SUDFWLFH
�KDYH�D�SUHGLOHFWLRQ�IRU�UXOHV��3DUW�,,�ZLOO�VXJJHVW�WKDW�WKH�NH\�WR
�XQGHUVWDQGLQJ�WH[WXDOLVP�LV�QRW�VXFK�D�SUHIHUHQFH��UDWKHU��WH[WXDO�
�LVP�UHVWV�RQ�D�VWUDLJKWIRUZDUG�FRQYLFWLRQ�WKDW�IDLWKIXO�DJHQWV�PXVW
�WUHDW�UXOHV�DV�UXOHV�DQG�VWDQGDUGV�DV�VWDQGDUGV��7H[WXDOLVWV�EHOLHYH�LW

�LPSHUDWLYH��JLYHQ�WKH�FRPSOH[LWLHV�RI�WKH�OHJLVODWLYH�SURFHVV��WR�UH�
�VSHFW�WKH�OHYHO�RI�JHQHUDOLW\�DW�ZKLFK�&RQJUHVV�VSHDNV��IRU�WKHP�
�OHJLVODWLYH�FRPSURPLVH�LV�UHIOHFWHG�LQ�WKH�GHWDLO�RI�WKH�WH[W�SUR�
�GXFHG��6R�WKH\�VXEVFULEH�WR�WKH�JHQHUDO�SULQFLSOH�WKDW�WH[WV�VKRXOG
�EH�WDNHQ�DW�IDFH�YDOXH�ZLWK�QR�LPSOLHG�H[WHQVLRQV�RI�VSHFLILF�WH[WV
�RU�H[FHSWLRQV�WR�JHQHUDO�RQHV�HYHQ�LI�WKH�OHJLVODWLRQ�ZLOO�WKHQ
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�KDYH�DQ�DZNZDUG�UHODWLRQVKLS�WR�WKH�DSSDUHQW�EDFNJURXQG�LQWHQ�
�WLRQ�RU�SXUSRVH�WKDW�SURGXFHG�LW�
�%HIRUH�HODERUDWLQJ�RQ�WKLV�DQDO\VLV��OHW�PH�RIIHU�WZR�FDYHDWV�

�)LUVW��PXFK�RI�3URIHVVRU�1HOVRQ
V�DUWLFOH�WKRXJKWIXOO\�FXOOV�D�GHILQL�
�WLRQ�RI�WH[WXDOLVP�IURP�WKH�MXGLFLDO�SUDFWLFHV�UHIOHFWHG�LQ�WKH�ZULW�
�LQJV�DQG�RSLQLRQV�RI�WKH�WZR�OHDGLQJ�WH[WXDOLVW�MXGJHV��,�ZLOO�DVVXPH
�DUJXHQGR�WKDW�FHUWDLQ�RI�WKHLU�SUDFWLFHV�DUH�FRQVLVWHQW�ZLWK�UHOLDQFH
�RQ�WKH�VXEMHFWLYH�LQWHQW�RI�FODVVLFDO�LQWHQWLRQDOLVP�UDWKHU�WKDQ�WKH
�REMHFWLYH�LQWHQW�WKDW�WKH\�HQGRUVH����5DWKHU�WKDQ�IRFXVLQJ�RQ�WKH�LQ�
�WHUQDO�FRQVLVWHQF\�YHO�QRQ�RI�WH[WXDOLVW�MXGLFLDO�SUDFWLFH��,�ZLOO�DW�
�WHPSW�WR�GHPRQVWUDWH�WKDW�WKH�FRQVWUXFW�RI�REMHFWLILHG�OHJLVODWLYH
�LQWHQW�IROORZV�IURP�WKH�WH[WXDOLVWV
�DUWLFXODWHG�WKHRU\�RI�WKH�OHJLVOD�
�WLYH�SURFHVV��,Q�RWKHU�ZRUGV��UDWKHU�WKDQ�UHDVRQLQJ�IURP�WH[WXDOLVW
�SUDFWLFH�WR�WKHRU\��,�ZLOO�DSSURDFK�WKH�SUREOHP�IURP�WKH�RSSRVLWH
�GLUHFWLRQ��6HFRQG��LQ�VR�GRLQJ��,�ZLOO�IRFXV�P\�DWWHQWLRQ�RQ�WKH�WH[�
�WXDOLVWV
�DQWLSDWK\�WRZDUGV�VDFULILFLQJ�WKH�OHWWHU�RI�WKH�ODZ�WR�LWV
�VSLULW��UHVHUYLQJ�RQO\�PDUJLQDO�GLVFXVVLRQ�IRU�WKH�OHJLVODWLYH�KLVWRU\
�GHEDWH��:KHUHDV�WKH�OHJLVODWLYH�KLVWRU\�GHEDWH�UHODWHV�PRUH�WR�WKH
�DGPLVVLELOLW\�RI�FHUWDLQ�HYLGHQFH�RI�PHDQLQJ��WKH�FRQIOLFW�EHWZHHQ
�OHWWHU�DQG�VSLULW�UDLVHV�EURDGHU�TXHVWLRQV�DERXW�WKH�YHU\�QDWXUH�RI
�LQWHUSUHWDWLRQ��$V�,�KDYH�GLVFXVVHG�LQ�SULRU�ZULWLQJ��PRUHRYHU��WKH
�WH[WXDOLVW�SRVLWLRQ�RQ�OHJLVODWLYH�KLVWRU\�LQYROYHV�FRPSOLFDWLRQV�WKDW

����,QGHHG��LQ�SUHYLRXV�ZULWLQJ��,�DUJXHG�WKDW�WH[WXDOLVWV
�UHOLDQFH�RQ�WKH�DEVXUGLW\
�GRFWULQH�LV�GLIILFXOW�WR�UHFRQFLOH�ZLWK�WKHLU�XQGHUO\LQJ�WKHRU\�RI�WKH�OHJLVODWLYH�SURFHVV
�DQG�WKHLU�FRQVHTXHQW�HPSKDVLV�RQ�REMHFWLYH�OHJLVODWLYH�LQWHQW��6HH�-RKQ�)��0DQQLQJ�
�7KH�$EVXUGLW\�'RFWULQH������+DUY��/��5HY������������������������,�UHVHUYHG�WKH�TXHV�
�WLRQ�RI�ZKHWKHU�D�WUXH��VFULYHQHU
V�HUURU��GRFWULQH�PLJKW�EH�UHFRQFLOHG�ZLWK�WH[WXDO�
�LVP�LI�OLPLWHG�WR�FLUFXPVWDQFHV�LQ�ZKLFK�WKH�WH[W�LWVHOI�UHYHDOHG�DQ�REYLRXV�W\SRJUDSKL�
�FDO�HUURU��UDWKHU�WKDQ�D�IDLOXUH�WR�H[SUHVV�D�SROLF\�LPSXOVH�ZLWK�VXIILFLHQW�FDUH��6HH�LG�
�DW������Q������:KHUH�WKH�WH[W�LWVHOI�UHYHDOV�DQ�XQPLVWDNDEOH�HUURU�LQ�WUDQVFULSWLRQ
�UDWKHU�WKDQ�H[SUHVVLRQ��,�VXJJHVWHG�WKDW�FRUUHFWLQJ�WKH�VFULYHQHU
V�HUURU�PLJKW�QRW�ULVN
�GLVWXUELQJ�D�SRWHQWLDO�EHKLQG�WKH�VFHQHV��OHJLVODWLYH�EDUJDLQ�RYHU�WKH�SUHFLVH�ZD\�D
�JLYHQ�VWDWXWRU\�SROLF\�VKRXOG�EH�DUWLFXODWHG���,G��DW������Q������7KLV�EULHI�(VVD\�LV�QRW
�WKH�SODFH�WR�DGGUHVV�PRUH�GHILQLWLYHO\�WKH�DSSURSULDWHQHVV�IRU�WH[WXDOLVWV�RI�D�VFULY�
�HQHU
V�HUURU�GRFWULQH��&HUWDLQO\��RQH�FRXOG�PDNH�D�SODXVLEOH�FDVH�WKDW�HYHQ�D�OLPLWHG
�GRFWULQH�RI�WKDW�VRUW�LV�LQFRQVLVWHQW�ZLWK�WKH�LQWHQW�VNHSWLFLVP�WKDW�XQGHUOLHV�PRGHUQ
�WH[WXDOLVP��6HH�-RKQ�&��1DJOH��7H[WXDOLVP
V�([FHSWLRQV��,VVXHV�LQ�/HJDO�6FKRODUVKLS�
�DW������1RY���������DYDLODEOH�DW�KWWS���ZZZ�EHSUHVV�FRP�LOV�LVV��DUWO���RQ�ILOH�ZLWK�WKH
�9LUJLQLD�/DZ�5HYLHZ�$VVRFLDWLRQ���:KDWHYHU�WKH�SURSHU�UHVROXWLRQ�RI�WKDW�LVVXH�RU
�RWKHU�TXHVWLRQV�DERXW�VSHFLILF�WH[WXDOLVW�SUDFWLFHV�DW�WKH�PDUJLQV��LW�QRQHWKHOHVV�DS�
�SHDUV�ZRUWKZKLOH�WR�LVRODWH�WKH�EDVLF�LQWHUSUHWLYH�IUDPHZRUN�WKDW�IROORZV�IURP�WKH
�WH[WXDOLVWV
�VWDWHG�FRQFHSWLRQ�RI�KRZ�WKH�OHJLVODWXUH�ZRUNV�
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�GR�QRW�PDS�QHDWO\�RQWR�TXHVWLRQV�RI�VXEMHFWLYH�YHUVXV�REMHFWLYH
�OHJLVODWLYH�LQWHQW����:LWK�WKRVH�TXDOLILFDWLRQV�LQ�SODFH��,�WXUQ�QRZ�WR
�WKH�WH[WXDOLVWV
�FRQFHSWLRQ�RI�OHJLVODWLYH�LQWHQW�

����0RGHUQ�WH[WXDOLVWV
�UHIXVDO�WR�UHO\�RQ�OHJLVODWLYH�KLVWRU\�FDQQRW�UHVW�RQ�WKHLU�GLV�
�WLQFWLRQ�EHWZHHQ�VXEMHFWLYH�DQG�REMHFWLYH�LQWHQW��$V�GLVFXVVHG�EHORZ��WH[WXDOLVWV�EH�
�OLHYH�WKDW�REMHFWLYH�LQWHQW�GHULYHV�IURP�WKH�ZD\�D�SHUVRQ�FRQYHUVDQW�ZLWK�DSSOLFDEOH
�VRFLDO�DQG�OLQJXLVWLF�FRQYHQWLRQV�ZRXOG�UHDG�WKH�ZRUGV�LQ�FRQWH[W��%HFDXVH�WKH�&RXUW
�DVVXPHV�WKDW��&RQJUHVV�OHJLVODWHV�ZLWK�NQRZOHGJH�RI�RXU�EDVLF�UXOHV�RI�VWDWXWRU\�FRQ�
�VWUXFWLRQ���0F1DU\�Y��+DLWLDQ�5HIXJHH�&WU�������8�6�������������������WKH�&RXUW
V
�ORQJVWDQGLQJ�SUDFWLFH�RI�UHO\LQJ�RQ�OHJLVODWLYH�KLVWRU\�PLJKW�VXJJHVW�WKDW�D�UHDVRQDEOH
�OHJLVODWRU�FRQYHUVDQW�ZLWK�DSSOLFDEOH�FRQYHQWLRQV�ZRXOG�WUHDW�OHJLVODWLYH�KLVWRU\��QR
�OHVV�WKDQ�DQ�HVWDEOLVKHG�FDQRQ�RI�FRQVWUXFWLRQ��DV�DQ�DSSURSULDWH�VRXUFH�RI�PHDQLQJ�
�$FFRUGLQJO\��WH[WXDOLVWV�PXVW�ORRN�EH\RQG�FRQFHSWV�RI�LQWHQW��VXEMHFWLYH�RU�REMHFWLYH�
�WR�JURXQG�WKHLU�REMHFWLRQ�WR�OHJLVODWLYH�KLVWRU\�
�,Q�SUHYLRXV�ZULWLQJ��,�KDYH�DUJXHG�WKDW�WKH�WH[WXDOLVWV
�DQWLSDWK\�WRZDUGV�OHJLVODWLYH

�KLVWRU\�LV�EHWWHU�H[SODLQHG�DV�D�UHIOHFWLRQ�RI�WKH�FRQVWLWXWLRQDO�QRUP�DJDLQVW�OHJLVODWLYH
�VHOI�GHOHJDWLRQ��6HH�0DQQLQJ��VXSUD�QRWH����DW���������%LFDPHUDOLVP�DQG�SUHVHQWPHQW
�IRUP�DQ�HVVHQWLDO�FRPSRQHQW�RI�WKH�FRQVWLWXWLRQDO�VWUXFWXUH��GHVLJQHG�WR�FKHFN�IDF�
�WLRQDO�LQIOXHQFH��SURPRWH�FDXWLRQ�DQG�GHOLEHUDWLRQ��DQG�SURYRNH�SXEOLF�GLVFXVVLRQ�
�6HH�-RKQ�)��0DQQLQJ��&RQVWLWXWLRQDO�6WUXFWXUH�DQG�-XGLFLDO�'HIHUHQFH�WR�$JHQF\�,Q�
�WHUSUHWDWLRQV�RI�$JHQF\�5XOHV�����&ROXP��/��5HY����������������������0DQQLQJ��VXSUD
�QRWH����DW���������7R�SUHYHQW�WKH�FLUFXPYHQWLRQ�RI�WKDW�SURFHVV��WKH�&RXUW�KDV�FRQVLV�
�WHQWO\�IRUELGGHQ�&RQJUHVV�IURP�UHVHUYLQJ�GHOHJDWHG�DXWKRULW\�IRU�LWV�RZQ�FRPSRQHQWV�
�DJHQWV��RU�PHPEHUV��6HH�0HWUR��:DVK��$LUSRUWV�$XWK��Y��&LWL]HQV�IRU�WKH�$EDWHPHQW
�RI�$LUFUDIW�1RLVH��,QF�������8�6�����������������������0:$$����KROGLQJ�WKDW�LQGLYLG�
�XDO�PHPEHUV�RI�&RQJUHVV�PD\�QRW�VHUYH�RQ�D�WULEXQDO�H[HUFLVLQJ�GHOHJDWHG�SRZHU��
�%RZVKHU�Y��6\QDU������8�6�������������������KROGLQJ�WKDW�&RQJUHVV�PD\�QRW�UHVHUYH
�SRZHU�WR�UHPRYH�DQ�RIILFHU�H[HUFLVLQJ�GHOHJDWHG�ODZPDNLQJ�DXWKRULW\���,16�Y�
�&KDGKD������8�6����������������������LQYDOLGDWLQJ�D�RQH�+RXVH�OHJLVODWLYH�YHWR���,I
�SUHYDLOLQJ�UXOHV�RI�LQWHUSUHWDWLRQ�HQDEOH�&RQJUHVV�WR�HQDFW�YDJXH�VWDWXWHV�ZKLOH�VXE�
�GHOHJDWLQJ�SROLF\�GHWDLOV�WR�LWV�RZQ�FRPSRQHQWV�RU�PHPEHUV��WKHQ�GHOHJDWLRQ�EHFRPHV
�KLJKO\�DWWUDFWLYH��DQG�DQ�LPSRUWDQW�VWUXFWXUDO�LQFHQWLYH�DJDLQVW�VXFK�D�SUDFWLFH�LV�FRP�
�SURPLVHG��6HH�%RZVKHU������8�6��DW������6WHYHQV��-���FRQFXUULQJ����,I�&RQJUHVV�ZHUH
�IUHH�WR�GHOHJDWH�LWV�SROLF\PDNLQJ�DXWKRULW\�WR�RQH�RI�LWV�FRPSRQHQWV��RU�WR�RQH�RI�LWV
�DJHQWV��LW�ZRXOG�EH�DEOH�WR�HYDGH�
WKH�FDUHIXOO\�FUDIWHG�UHVWUDLQWV�VSHOOHG�RXW�LQ�WKH
�&RQVWLWXWLRQ�
�7KDW�GDQJHU�FRQJUHVVLRQDO�DFWLRQ�WKDW�HYDGHV�FRQVWLWXWLRQDO�UH�
�VWUDLQWV�LV�QRW�SUHVHQW�ZKHQ�&RQJUHVV�GHOHJDWHV�ODZPDNLQJ�SRZHU�WR�WKH�H[HFXWLYH
�RU�WR�DQ�LQGHSHQGHQW�DJHQF\����IRRWQRWH�RPLWWHG���TXRWLQJ�&KDGKD������8�6��DW�������
�,Q�UHFHQW�\HDUV��VRPH�WH[WXDOLVWV�KDYH�MXVWLILHG�WKHLU�UHOXFWDQFH�WR�FUHGLW�LQWHUQDO�OHJLV�
�ODWLYH�KLVWRU\�RQ�WKH�JURXQG�WKDW�LW�HIIHFWLYHO\�WUDQVIHUV�DXWKRULW\�IURP�WKH�ERG\�DV�D
�ZKROH�WR�WKH�FRPPLWWHHV�RU�VSRQVRUV�ZKR��XQGHU�HVWDEOLVKHG�MXGLFLDO�SUDFWLFH��DUH�FD�
�SDEOH�RI�SURGXFLQJ�SDUWLFXODUO\��DXWKRULWDWLYH��H[SUHVVLRQV�RI�OHJLVODWLYH�LQWHQW��6HH
�0DQQLQJ��VXSUD�QRWH����DW���������GLVFXVVLQJ�WKLV�UHILQHPHQW�RI�WKH�WH[WXDOLVW�SRVL�
�WLRQ��

�3URIHVVRU�1HOVRQ�VXJJHVWV�WKDW�WKH�QRUP�DJDLQVW�VHOI�GHOHJDWLRQ�LV�LWVHOI�UHOHYDQW
�RQO\�LI�WH[WXDOLVWV�EHOLHYH�WKDW�WKH�FRQWHQWV�RI�D�FRPPLWWHH�UHSRUW�RU�VSRQVRU
V�VWDWH�
�PHQW�GR�QRW��LQ�IDFW��UHIOHFW�WKH�XQGHUVWDQGLQJ�RI�WKH�OHJLVODWXUH�DV�D�ZKROH��6HH�1HO�
�VRQ��VXSUD�QRWH�����DW������Q�����%XW�HYHQ�LI�WKH�HODERUDWLRQV�RI�PHDQLQJ�IRXQG�LQ�WKH
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�,��/(*,6/$7,9(�6835(0$&<�$1'�/(*,6/$7,9(�,17(17

�$V�D�PDWWHU�RI�SROLWLFDO�WKHRU\��DQ\�FRQFHSWLRQ�RI�MXGJLQJ�URRWHG
�LQ�WKH�UHODWHG�SUHPLVHV�RI�OHJLVODWLYH�VXSUHPDF\�DQG�WKH�IDLWKIXO
�DJHQW�WKHRU\�LV��TXLWH�VLPSO\��XQLQWHOOLJLEOH�ZLWKRXW�DQ�XQGHUO\LQJ
�FRQFHSWLRQ�RI�OHJLVODWLYH�LQWHQW��$V�-RVHSK�5D]�KDV�H[SODLQHG��>L@W
�PDNHV�QR�VHQVH�WR�JLYH�DQ\�SHUVRQ�RU�ERG\�ODZ�PDNLQJ�SRZHU
�XQOHVV�LW�LV�DVVXPHG�WKDW�WKH�ODZ�WKH\�PDNH�LV�WKH�ODZ�WKH\�LQWHQGHG
�WR�PDNH�����,Q�SDUWLFXODU��KH�HPSKDVL]HV�

�>7@R�DVVXPH�WKDW�WKH�ODZ�PDGH�E\�OHJLVODWLRQ�LV�QRW�WKH�RQH�LQ�
�WHQGHG�E\�WKH�OHJLVODWRU��ZH�PXVW�DVVXPH�WKDW�KH�FDQQRW�SUHGLFW
�ZKDW�ODZ�KH�LV�PDNLQJ�ZKHQ�WKH�OHJLVODWXUH�SDVVHV�DQ\�SLHFH�RI
�OHJLVODWLRQ��%XW�LI�VR��ZK\�GRHV�LW�PDWWHU�ZKR�WKH�PHPEHUV�RI�WKH
�OHJLVODWXUH�DUH��ZKHWKHU�WKH\�DUH�GHPRFUDWLFDOO\�HOHFWHG�RU�QRW�
�ZKHWKHU�WKH\�UHSUHVHQW�GLIIHUHQW�UHJLRQV�LQ�WKH�FRXQWU\��RU
�FODVVHV�LQ�WKH�SRSXODWLRQ��ZKHWKHU�WKH\�DUH�DGXOWV�RU�FKLOGUHQ�
�VDQH�RU�LQVDQH"�6LQFH�WKH�ODZ�WKH\�ZLOO�HQG�E\�PDNLQJ�GRHV�QRW
�UHSUHVHQW�WKHLU�LQWHQWLRQV��WKH�IDFW�WKDW�WKHLU�LQWHQWLRQV�DUH�IRRO�
�LVK�RU�ZLVH��SDUWLDO�RU�LPSDUWLDO��VHOI�VHUYLQJ�RU�SXEOLF�VSLULWHG�
�PDNHV�QR�GLIIHUHQFH�

�����>7@KH�QRWLRQ�RI�OHJLVODWLRQ�LPSRUWV�WKH�LGHD�RI�HQWUXVWLQJ
�SRZHU�RYHU�WKH�ODZ�LQWR�WKH�KDQGV�RI�D�SHUVRQ�RU�DQ�LQVWLWXWLRQ�
�DQG�WKLV�LPSRUWV�HQWUXVWLQJ�YROXQWDU\�FRQWURO�RYHU�WKH�GHYHORS�
�PHQW�RI�WKH�ODZ��RU�DQ�DVSHFW�RI�LW��LQWR�WKH�KDQGV�RI�WKH�OHJLVOD�
�WRU���

�OHJLVODWLYH�KLVWRU\�SRWHQWLDOO\�UHIOHFWHG�VRPH�EURDGHU�XQGHUVWDQGLQJ��RQH�PLJKW�QRQH�
�WKHOHVV�ZLVK�WR�LQVLVW�XSRQ�LWV�H[SUHVVLRQ�LQ�D�IRUPDW�WKH�VWDWXWRU\�WH[W�WKDW�LV�VXE�
�MHFW�WR�WKH�IXOO�FRQVWLWXWLRQDO�SURFHVV�RI�ELFDPHUDOLVP�DQG�SUHVHQWPHQW��2QO\�LQ�WKDW
�ZD\�ZRXOG�RQH�KDYH�DVVXUDQFH�WKDW�WKH�QRUPV�H[SUHVVHG�LQ�D�FRPPLWWHH�UHSRUW�RU
�VSRQVRU
V�VWDWHPHQW�UHIOHFWHG�QRW�PHUHO\�WKH�YLHZV�RI�D�K\SRWKHWLFDO�OHJLVODWLYH�PDMRU�
�LW\��EXW�DOVR�D�SRVLWLRQ�FDSDEOH�RI�VXUYLYLQJ�WKH�FXPEHUVRPH�DQG�HODERUDWH�SURFHVV�RI
�HQDFWPHQW�

����6HH�-RVHSK�5D]��,QWHQWLRQ�LQ�,QWHUSUHWDWLRQ��LQ�7KH�$XWRQRP\�RI�/DZ��(VVD\V�RQ
�/HJDO�3RVLWLYLVP�����������5REHUW�3��*HRUJH�HG���������
��,G��DW����������������
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�&ODVVLFDO�LQWHQWLRQDOLVP�RI�FRXUVH�VWDUWV�IURP�VLPLODU�SUHPLVHV���
�%XW�DV�WUDGLWLRQDOO\�SUDFWLFHG�E\�WKH�6XSUHPH�&RXUW��LW�UHILQHV�WKDW
�EDVLF�LGHD�LQ�D�FUXFLDO�UHVSHFW��&RQVLVWHQW�ZLWK�DQ�LPSRUWDQW�VWUDLQ
�RI�PRGHUQ�ODQJXDJH�WKHRU\��FODVVLFDO�LQWHQWLRQDOLVWV�HPSKDVL]H�WKDW
�PHDQLQJ�GHSHQGV�RQ�ZKDW�WKH�VSHDNHU�DFWXDOO\�LQWHQGV�WR�FRQYH\���
�,Q�WKDW�VHQVH��FODVVLFDO�LQWHQWLRQDOLVWV�WUHDW�&RQJUHVV�PXFK�DV�WKH\
�ZRXOG�WUHDW�DQ�LQGLYLGXDO�VSHDNHU��,I�DQ�LQGLYLGXDO�XVHV�D�WHUP�WKDW
�KDV�PXOWLSOH�SRWHQWLDO�PHDQLQJV��WKH�WUXH�PHDQLQJ�RI�WKDW�WHUP�DV
�XVHG�RQ�D�SDUWLFXODU�RFFDVLRQ�GHSHQGV�RQ�WKH�PHDQLQJ�LQWHQGHG�E\
�WKH�VSHDNHU����6R�ZKHQ�WKH�ZRUGV�RI�D�VWDWXWH�OHDYH�D�UHVLGXH�RI
�DPELJXLW\��LQWHQWLRQDOLVWV�ILQG�LW�DSSURSULDWH�WR�H[DPLQH�WKH�ELOO
V
�LQWHUQDO�OHJLVODWLYH�KLVWRU\�IRU�IXUWKHU�HYLGHQFH�RI�ZKDW�PHPEHUV�RI
�&RQJUHVV��LQWHQGHG�����0RUH�LPSRUWDQW��EHFDXVH�SHRSOH�RIWHQ

����6HH��H�J���7��$OH[DQGHU�$OHLQLNRII��8SGDWLQJ�6WDWXWRU\�,QWHUSUHWDWLRQ�����0LFK��/�
�5HY��������������������OLQNLQJ�LQWHQWLRQDOLVP�WR�OHJLVODWLYH�VXSUHPDF\���3KLOLS�3�
�)ULFNH\��)URP�WKH�%LJ�6OHHS�WR�WKH�%LJ�+HDW��7KH�5HYLYDO�RI�7KHRU\�LQ�6WDWXWRU\�,Q�
�WHUSUHWDWLRQ�����0LQQ��/��5HY����������������������VDPH��

�6HH�JHQHUDOO\�6WHYHQ�.QDSS�	�:DOWHU�%HQQ�0LFKDHOV��$JDLQVW�7KHRU\����&ULWLFDO
�,QTXLU\�������������DUWLFXODWLQJ�WKH�LQWHQW�EDVHG�WKHRU\�RI�PHDQLQJ���,Q�UHFHQW�\HDUV�
�SURPLQHQW�GHIHQGHUV�RI�FODVVLFDO�LQWHQWLRQDOLVP�KDYH�UHOLHG�FHQWUDOO\�RQ�VXFK�ODQJXDJH
�SKLORVRSK\�WR�VXSSRUW�WKHLU�DSSURDFK��6HH�/DUU\�$OH[DQGHU�	�6DLNULVKQD�3UDNDVK���,V
�WKDW�(QJOLVK�<RX
UH�6SHDNLQJ"��:K\�,QWHQWLRQ�)UHH�,QWHUSUHWDWLRQ�LV�DQ�,PSRVVLELO�
�LW\�����6DQ�'LHJR�/��5HY����������������������H[SODLQLQJ�WKH�FHQWUDOLW\�RI�VSHDNHU
V
�LQWHQWLRQ�WR�WKH�GHULYDWLRQ�RI�PHDQLQJ���3DXO�&DPSRV��7KDW�2EVFXUH�2EMHFW�RI�'H�
�VLUH��+HUPHQHXWLFV�DQG�WKH�$XWRQRPRXV�/HJDO�7H[W�����0LQQ��/��5HY������������
���������VDPH��
���)RU�H[DPSOH��3URIHVVRUV�$OH[DQGHU�DQG�3UDNDVK�QRWH�WKDW�WKH�ZRUG��FDW��PD\

�FRQQRWH��LQWHU�DOLD���
GRPHVWLF�WDEE\�FDW�
�
DQ\�IHOLQH�
�RU�
MD]]�PXVLFLDQ��
�$OH[DQGHU
�	�3UDNDVK��VXSUD�QRWH�����DW������,I�WKH�SHUVRQ�XVLQJ�WKH�ZRUG�RQ�D�SDUWLFXODU�RFFDVLRQ
�LQIRUPV�WKH�UHDGHU�WKDW��KH�ZDV�ZULWLQJ�DQ�RGH�WR�KLV�EHORYHG�WDEE\���WKHQ�WKDW�LQWHQ�
�WLRQ�VHWWOHV�WKH�PHDQLQJ�VR�WKDW��
FDW
�KHUH�PHDQV�WDEE\���,G��)RU�D�VLPLODUO\�FRPSHO�
�OLQJ�H[DPSOH�QRW�JURXQGHG�LQ�PRGHUQ�ODQJXDJH�WKHRU\��VHH�)UDQN�(��+RUDFN��-U���,Q
�WKH�1DPH�RI�/HJLVODWLYH�,QWHQWLRQ�����:��9D��/�4��������������������:KHQ�;�VD\V��
$
�ELJ�EXQGOH�RI�ELOOV�FDPH�WKLV�PRUQLQJ�
�GRHV�<�NQRZ�ZKDW�;�UHFHLYHG"����<�LV�RQO\
�LQWHUHVWHG�LQ�OHDUQLQJ�ZKDW�PHDQLQJ�;�LV�WU\LQJ�WR�FRQYH\����
����6HH��H�J���1��+DYHQ�%G��RI�(GXF��Y��%HOO������8�6�����������������������$OWKRXJK

�WKH�VWDWHPHQWV�RI�RQH�OHJLVODWRU�PDGH�GXULQJ�D�GHEDWH�PD\�QRW�EH�FRQWUROOLQJ��6HQDWRU
�%D\K
V�UHPDUNV��DV�WKRVH�RI�WKH�VSRQVRU�RI�WKH�ODQJXDJH�XOWLPDWHO\�HQDFWHG��DUH�DQ�DX�
�WKRULWDWLYH�JXLGH�WR�WKH�VWDWXWH
V�FRQVWUXFWLRQ����FLWDWLRQV�RPLWWHG����-�:��%DWHVRQ�&R�
�Y��8QLWHG�6WDWHV�H[�UHO��%G��RI�7U��RI�WKH�1DW
O�$XWRPDWLF�6SULQNOHU�,QGXV��3HQVLRQ
�)XQG������8�6�������������������REVHUYLQJ�WKDW��WKH�DXWKRULWDWLYH�&RPPLWWHH�5H�
�SRUWV����VTXDUHO\�IRFXV�RQ�WKH�TXHVWLRQ�DW�LVVXH�KHUH��DQG��OHDYH>�@�QR�URRP�IRU
�GRXEW�DERXW�&RQJUHVV
�LQWHQW����*D\�Y��5XII������8�6������������������7KH�UHSRUW�RI
�WKH�-XGLFLDU\�&RPPLWWHH�RI�WKH�+RXVH�ZKLFK�UHFRPPHQGHG�WKH�DGRSWLRQ�RI�WKH�����
�DPHQGPHQW�HVWDEOLVKHV�WKDW�VXFK�ZDV�WKH�VROH�SXUSRVH�RI�&RQJUHVV�����VHH�DOVR�$O�
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�VSHDN�ORRVHO\��OLVWHQHUV�PXVW�DGMXVW�WKHLU�XQGHUVWDQGLQJ�ZKHQ�FLU�
�FXPVWDQFHV�VXJJHVW�WKDW�DQ�LQGLYLGXDO�KDV�SRRUO\�H[SUHVVHG�KLV�RU
�KHU�LQWHQWLRQV����%\�WKH�VDPH�WRNHQ��LQWHQWLRQDOLVWV�LQVLVW�WKDW�MXGJHV
�HQIRUFH�WKH�VSLULW�UDWKHU�WKDQ�WKH�OHWWHU�RI�WKH�ODZ�ZKHQ�WKH�HQDFWHG
�ZRUGV�IDLO�WR�FDSWXUH�WKH�OHJLVODWXUH
V�DSSDUHQW�SXUSRVHV��DV�UH�
�YHDOHG�E\�WKH�WHQRU�RI�WKH�OHJLVODWLRQ�DV�D�ZKROH��WKH�PLVFKLHIV�JLY�
�LQJ�ULVH�WR�LWV�HQDFWPHQW��WKH�SROLF\�H[SUHVVHG�LQ�VLPLODU�VWDWXWHV�
�DQG�ZKDWHYHU�RWKHU�FLUFXPVWDQFHV�PD\�VKHG�OLJKW�RQ�WKH�SROLF\�RI
�WKH�HQDFWPHQW����&ODVVLFDO�LQWHQWLRQDOLVP�WKXV�SUHVXSSRVHV�WKDW�LQ�

�HLQLNRII��VXSUD�QRWH�����DW�����GLVFXVVLQJ�WKH�LQWHQWLRQDOLVW�MXVWLILFDWLRQ�IRU�WKH�XVH�RI
�OHJLVODWLYH�KLVWRU\���0DQQLQJ��VXSUD�QRWH����DW������VDPH���'DQLHO�%��5RGULJXH]��7KH
�6XEVWDQFH�RI�WKH�1HZ�/HJDO�3URFHVV�����&DO��/��5HY����������������������ERRN�UHYLHZ�
��VDPH��
����5HFHQW�OHJDO�VFKRODUVKLS�KDV�V\VWHPDWLFDOO\�GHIHQGHG�DWH[WXDO�DQG�SXUSRVLYH�LQ�

�WHUSUHWDWLRQ�LQ�OLJKW�RI�WKH�LQVLJKWV�RI�OLQJXLVWLF�SUDJPDWLFV�D�EUDQFK�RI�OLQJXLVWLFV
�WKDW�SXUSRUWV�WR�H[SODLQ�WKH�ZD\�SHRSOH�XVH�ODQJXDJH�LQ�FRQYHUVDWLRQDO�VHWWLQJV��6HH�
�H�J���*HRIIUH\�3��0LOOHU��3UDJPDWLFV�DQG�WKH�0D[LPV�RI�,QWHUSUHWDWLRQ�������:LV��/�
�5HY��������W\LQJ�FHUWDLQ�LQWHQWLRQDOLVW�PD[LPV�WR�WKH�SUHPLVHV�RI�OLQJXLVWLF�SUDJPDW�
�LFV���0�%�:��6LQFODLU��/DZ�DQG�/DQJXDJH��7KH�5ROH�RI�3UDJPDWLFV�LQ�6WDWXWRU\�,QWHU�
�SUHWDWLRQ�����8��3LWW��/��5HY��������������VDPH���,Q�SDUWLFXODU��WKLV�OHJDO�VFKRODUVKLS
�KDV�EXLOW�XSRQ�WKH�ZRUN�RI�3DXO�*ULFH��ZKR�FRQWHQGV�WKDW�W\SLFDO�FRQYHUVDWLRQV�DUH
�FRRSHUDWLYH�DQG�WKDW�WKH�QRUPV�RI�FRPPXQLFDWLRQ�VKRXOG�UHIOHFW�WKDW�SUHPLVH��6HH
�3DXO�*ULFH��6WXGLHV�LQ�WKH�:D\�RI�:RUGV������������)URP�WKDW�VWDUWLQJ�SRLQW��*ULFH
�WKHQ�VXJJHVWV�YDULRXV�PD[LPV�WR�LPSOHPHQW�WKLV��&RRSHUDWLYH�3ULQFLSOH���,G��7KHVH
�FRPPRQ�VHQVH�QRUPV�RI�FRQYHUVDWLRQ�LQFOXGH���0DNH�\RXU�FRQWULEXWLRQ�DV�LQIRUPD�
�WLYH�DV�LV�UHTXLUHG���TXDQWLW\����>W@U\�WR�PDNH�\RXU�FRQWULEXWLRQ�RQH�WKDW�LV�WUXH�
��TXDOLW\����>E@H�UHOHYDQW���UHODWLRQ���DQG��>D@YRLG�REVFXULW\�RI�H[SUHVVLRQ���PDQQHU��
�,G��DW��������3URIHVVRUV�0LOOHU�DQG�6LQFODLU�KDYH�UHOLHG�RQ�*ULFH
V�LQVLJKWV�WR�MXVWLI\
�WKH�VRUW�RI�VWURQJO\�SXUSRVLYH�LQWHUSUHWDWLRQ�UHIOHFWHG�LQ�WKH�&RXUW
V�WUDGLWLRQDO�SUHI�
�HUHQFH�IRU�VSLULW�RYHU�OHWWHU�DQG�LWV�ORQJ�VWDQGLQJ�SUDFWLFH�RI�LQWHUSUHWLQJ�WH[WV�WR�DYRLG
�DEVXUG�UHVXOWV��6HH�0LOOHU��VXSUD��DW����������LQYRNLQJ�*ULFH
V�PD[LP�RI�TXDOLW\�WR�GH�
�IHQG�WKH�DEVXUGLW\�GRFWULQH���6LQFODLU��VXSUD��DW���������XVLQJ�WKH�PD[LP�RI�TXDOLW\�WR
�GHIHQG�VWURQJ�SXUSRVLYLVP�PRUH�JHQHUDOO\���,Q�SUHYLRXV�ZULWLQJ��,�DUJXHG�WKDW�*ULFH
V
�PD[LPV�GR�QRW�QHFHVVDULO\�WUDQVODWH�IURP�D�FRQYHUVDWLRQDO�VHWWLQJ�WR��WKH�FRPSOH[�
�PXOWLODWHUDO�EDUJDLQLQJ�SURFHVV�RI�IUDPLQJ�D�VWDWXWH���0DQQLQJ��VXSUD�QRWH�����DW�����
�Q�����

����6HH��H�J���:DWW�Y��$ODVND������8�6��������������������7KH�FLUFXPVWDQFHV�RI�WKH�HQ�
�DFWPHQW�RI�SDUWLFXODU�OHJLVODWLRQ�PD\�SHUVXDGH�D�FRXUW�WKDW�&RQJUHVV�GLG�QRW�LQWHQG
�ZRUGV�RI�FRPPRQ�PHDQLQJ�WR�KDYH�WKHLU�OLWHUDO�HIIHFW�����7UDLQ�Y��&ROR��3XE��,QWHUHVW
�5HVHDUFK�*URXS��,QF�������8�6��������������������>:@H�WKLQN�LW�DEXQGDQWO\�FOHDU�DIWHU
�D�UHYLHZ�RI�WKH�OHJLVODWLYH�PDWHULDOV�WKDW�UHOLDQFH�RQ�WKH�
SODLQ�PHDQLQJ
�RI�WKH�ZRUGV
�
UDGLRDFWLYH�PDWHULDOV
�FRQWDLQHG�LQ�WKH�GHILQLWLRQ�RI�
SROOXWDQW
�LQ�WKH�>)HGHUDO�:DWHU
�3ROOXWLRQ�&RQWURO�$FW@�FRQWULEXWHV�OLWWOH�WR�RXU�XQGHUVWDQGLQJ�RI�ZKHWKHU�&RQJUHVV
�LQWHQGHG�WKH�$FW�WR�HQFRPSDVV�WKH�UHJXODWLRQ�RI�VRXUFH��E\SURGXFW��DQG�VSHFLDO�QX�
�FOHDU�PDWHULDOV�����VHH�DOVR�0DQQLQJ��VXSUD�QRWH����DW��������GLVFXVVLQJ�WKH�LQWHQWLRQ�
�DOLVW�URRWV�RI�DWH[WXDO�DQG�SXUSRVLYH�LQWHUSUHWDWLRQ��
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�WHUSUHWHUV�VKRXOG�WU\�WR�DVFHUWDLQ�KRZ�WKH�OHJLVODWLYH�PDMRULW\
�ZRXOG�KDYH�KDQGOHG�D�SUREOHP�WKDW�WKH�IDLU�LPSRUW�RI�WKH�HQDFWHG
�WH[W�HLWKHU�GRHV�QRW�UHVROYH�RU�UHVROYHV�LQ�D�PDQQHU�WKDW�GRHV�QRW

�DGHTXDWHO\�UHIOHFW�WKH�OHJLVODWXUH
V�DSSDUHQW�DLPV���
�/LNH�FODVVLFDO�LQWHQWLRQDOLVWV��WH[WXDOLVWV�ZRUN�ZLWKLQ�WKH�IDLWKIXO

�DJHQW�IUDPHZRUN��WKH\�EHOLHYH�WKDW�LQ�RXU�V\VWHP�RI�JRYHUQPHQW�
�IHGHUDO�MXGJHV�KDYH�D�GXW\�WR�DVFHUWDLQ�DQG�LPSOHPHQW�DV�DFFX�
�UDWHO\�DV�SRVVLEOH�WKH�LQVWUXFWLRQV�VHW�GRZQ�E\�&RQJUHVV��ZLWKLQ
�FRQVWLWXWLRQDO�ERXQGV�����7R�WKLV�H[WHQW��3URIHVVRU�1HOVRQ�DQG�,�FHU�
�WDLQO\�DJUHH��%XW�WH[WXDOLVWV�GHQ\�WKDW�D�OHJLVODWXUH�KDV�DQ\�VKDUHG
�LQWHQWLRQ�WKDW�OLHV�EHKLQG�EXW�GLIIHUV�IURP�WKH�UHDVRQDEOH�LPSRUW�RI
�WKH�ZRUGV�DGRSWHG��WKDW�LV��WKH\�WKLQN�LW�LPSRVVLEOH�WR�WHOO�KRZ�WKH
�ERG\�DV�D�ZKROH�DFWXDOO\�LQWHQGHG��RU��PRUH�DFFXUDWHO\��ZRXOG�KDYH
�LQWHQGHG��WR�UHVROYH�D�SROLF\�TXHVWLRQ�QRW�FOHDUO\�RU�VDWLVIDFWRULO\
�VHWWOHG�E\�WKH�WH[W��%XLOGLQJ�XSRQ�WKH�UHDOLVW�WUDGLWLRQ��WH[WXDOLVWV
�GR�QRW�EHOLHYH�WKDW�WKH�SUHPLVHV�JRYHUQLQJ�DQ�LQGLYLGXDO
V�LQWHQGHG
�PHDQLQJ�WUDQVODWH�ZHOO�WR�D�FRPSOH[��PXOWL�PHPEHU�OHJLVODWLYH
�SURFHVV����$V�RQH�DXWKRU�KDV�SXW�LW��&RQJUHVV�LV�D��WKH\���QRW�DQ

����6HH��H�J���8QLWHG�6WDWHV�Y��.OLQJHU������)��G������������G�&LU���������/HDUQHG
�+DQG��-�����)OLQFK�DV�ZH�PD\��ZKDW�ZH�GR��DQG�PXVW�GR��LV�WR�SURMHFW�RXUVHOYHV��DV�EHVW
�ZH�FDQ��LQWR�WKH�SRVLWLRQ�RI�WKRVH�ZKR�XWWHUHG�WKH�ZRUGV��DQG�WR�LPSXWH�WR�WKHP�KRZ
�WKH\�ZRXOG�KDYH�GHDOW�ZLWK�WKH�FRQFUHWH�RFFDVLRQ�����DII
G�SHU�FXULDP�E\�DQ�HTXDOO\
�GLYLGHG�&RXUW������8�6��������������5LFKDUG�$��3RVQHU��6WDWXWRU\�,QWHUSUHWDWLRQ�LQ
�WKH�&ODVVURRP�DQG�LQ�WKH�&RXUWURRP�����8��&KL��/��5HY��������������������>7@KH�WDVN
�IRU�WKH�MXGJH�FDOOHG�XSRQ�WR�LQWHUSUHW�D�VWDWXWH�LV����RQH�RI�LPDJLQDWLYH�UHFRQVWUXF�
�WLRQ��7KH�MXGJH�VKRXOG�WU\�WR�WKLQN�KLV�ZD\�DV�EHVW�KH�FDQ�LQWR�WKH�PLQGV�RI�WKH�HQDFW�
�LQJ�OHJLVODWRUV�DQG�LPDJLQH�KRZ�WKH\�ZRXOG�KDYH�ZDQWHG�WKH�VWDWXWH�DSSOLHG�WR�WKH
�FDVH�DW�EDU����IRRWQRWH�RPLWWHG���
����6HH�(DVWHUEURRN��7H[W��+LVWRU\��DQG�6WUXFWXUH��VXSUD�QRWH����DW������:H�DUH�VXS�

�SRVHG�WR�EH�IDLWKIXO�DJHQWV��QRW�LQGHSHQGHQW�SULQFLSDOV�����)UDQN�+��(DVWHUEURRN��7KH
�6XSUHPH�&RXUW�������7HUP�)RUHZRUG��7KH�&RXUW�DQG�WKH�(FRQRPLF�6\VWHP����
�+DUY��/��5HY�����������������-XGJHV�PXVW�EH�KRQHVW�DJHQWV�RI�WKH�SROLWLFDO�EUDQFKHV�
�7KH\�FDUU\�RXW�GHFLVLRQV�WKH\�GR�QRW�PDNH����
����7H[WXDOLVWV�LPSOLFLWO\�EXLOG�RQ�WKH�LQIOXHQWLDO�ZRUN�RI�OHJDO�UHDOLVW�0D[�5DGLQ��6HH

�0D[�5DGLQ��6WDWXWRU\�,QWHUSUHWDWLRQ�����+DUY��/��5HY��������������VHH�DOVR��H�J���:LO�
�OLDP�1��(VNULGJH��-U���7KH�1HZ�7H[WXDOLVP�����8&/$�/��5HY��������������������
��OLQNLQJ�PRGHUQ�WH[WXDOLVP�WR�OHJDO�UHDOLVP���3URIHVVRU�5DGLQ�IDPRXVO\�GRXEWHG�WKDW
�D�PXOWL�PHPEHU�OHJLVODWXUH�FRXOG�VKDUH�D�FRKHUHQW�VSHFLILF��LQWHQW��RQ�D�PDWWHU�QRW
�FOHDUO\�UHVROYHG�E\�WKH�VWDWXWH�LWVHOI��6HH�5DGLQ��VXSUD��DW�������7KDW�WKH�LQWHQWLRQ�RI
�WKH�OHJLVODWXUH�LV�XQGLVFRYHUDEOH�LQ�DQ\�UHDO�VHQVH�LV�DOPRVW�DQ�LPPHGLDWH�LQIHUHQFH
�IURP�D�VWDWHPHQW�RI�WKH�SURSRVLWLRQ��7KH�FKDQFHV�WKDW�RI�VHYHUDO�KXQGUHG�>OHJLVODWRUV@
�HDFK�ZLOO�KDYH�H[DFWO\�WKH�VDPH�GHWHUPLQDWH�VLWXDWLRQV�LQ�PLQG����DUH�LQILQLWHVLPDOO\
�VPDOO�����3URIHVVRU�5DGLQ�IXUWKHU�FRQWHQGHG�WKDW�HYHQ�LI�VRPH�XQH[SUHVVHG�OHJLVODWLYH
�LQWHQW�H[LVWHG��WKH�OHJLVODWLYH�SURFHVV�ZRXOG�EH�WRR�RSDTXH�WR�SHUPLW�LWV�UHFRYHU\��WKH
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��LW�����DQG�OHJLVODWLYH�SROLFLHV�DUH�UHGXFHG�WR�ODZ�RQO\�WKURXJK�D
�FXPEHUVRPH�DQG�KLJKO\�LQWULFDWH�ODZPDNLQJ�SURFHVV�
�,QYRNLQJ�WKH�HFRQRPLF�DQG�JDPH�WKHRUHWLF�LQVLJKWV�RI�SXEOLF

�FKRLFH�WKHRU\����WH[WXDOLVWV�WKXV�HPSKDVL]H�WKDW�ODZV�IUHTXHQWO\�UH�
�IOHFW�ZKDWHYHU�EDUJDLQ�FRPSHWLQJ�LQWHUHVW�JURXSV�FRXOG�VWULNH
�UDWKHU�WKDQ�WKH�IXOO\�SULQFLSOHG�SROLF\�MXGJPHQW�RI�D�VLQJOH�PLQGHG
�PDMRULW\����0RUHRYHU��D�WRUWXRXV�DQG�ODUJHO\�RSDTXH�OHJLVODWLYH
�SURFHVV�PDNHV�LW�GLIILFXOW�LI�QRW�LPSRVVLEOH�IRU�MXGJHV�WR�UHWUDFH�DOO
�WKH�VWHSV�WKDW�FRQWULEXWHG�WR�WKH�ILQDO�ZRUGLQJ�RI�WKH�HQDFWHG�WH[W���
�%LOOV��PXVW�UXQ�WKH�JDPXW�RI�WKH�SURFHVV���ZKLFK�LQYROYHV��FRPPLW�
�WHHV��ILJKWLQJ�IRU�WLPH�RQ�WKH�IORRU��FRPSURPLVH�EHFDXVH�RWKHU
�PHPEHUV�ZDQW�VRPH�XQUHODWHG�REMHFWLYH��SDVVDJH��H[SRVXUH�WR
�YHWR��DQG�VR�RQ�����/HJLVODWLYH�RXWFRPHV�QHFHVVDULO\�KLQJH�RQ�DUEL�
�WUDU\��RU�DW�OHDVW�QRQVXEVWDQWLYH��IDFWRUV�VXFK�DV�WKH�VHTXHQFH�LQ
�ZKLFK�DOWHUQDWLYHV�DUH�SUHVHQWHG����$QG�QR�LVVXH�LV�FRQVLGHUHG�LQ

�RQO\�DYDLODEOH�HYLGHQFH�ZRXOG�EH��WKH�H[WHUQDO�XWWHUDQFHV�RU�EHKDYLRU�RI�>KXQGUHGV�RI
�OHJLVODWRUV@��DQG�LQ�DOPRVW�HYHU\�FDVH�WKH�RQO\�H[WHUQDO�DFW�LV�WKH�H[WUHPHO\�DPELJXRXV
�RQH�RI�DFTXLHVFHQFH��ZKLFK�PD\�EH�PRWLYDWHG�LQ�OLWHUDOO\�KXQGUHGV�RI�ZD\V���,G��DW
��������

���.HQQHWK�$��6KHSVOH��&RQJUHVV�,V�D��7KH\���1RW�DQ��,W���/HJLVODWLYH�,QWHQW�DV
�2[\PRURQ�����,QW
O�5HY��/��	�(FRQ�������������
����)RU�WKH�PRVW�OXFLG�DFFRXQW�RI�SXEOLF�FKRLFH�WKHRU\��VHH�JHQHUDOO\�'DQLHO�$��)DUEHU

�	�3KLOLS�3��)ULFNH\��/DZ�DQG�3XEOLF�&KRLFH��$�&ULWLFDO�,QWURGXFWLRQ��������
����6HH�:LOOLDP�1��(VNULGJH��-U���'\QDPLF�6WDWXWRU\�,QWHUSUHWDWLRQ���������������QRW�

�LQJ�WKDW�PRGHUQ�LQWHUSUHWLYH�WKHRU\�DVVXPHV�WKDW��>V@RPH�VWDWXWHV�DUH�OLWWOH�HOVH�EXW
�EDFN�URRP�GHDOV��DQG�WKDW��DFWXDO�RU�HYHQ�FRQYHQWLRQDO��OHJLVODWLYH�SXUSRVH�RU�LQWHQW
�LV��RQ�WKDW�DFFRXQW��GLIILFXOW�WR�UHFRYHU���&RXUWQH\�6LPPRQV��8QPDVNLQJ�WKH�5KHWRULF
�RI�3XUSRVH��7KH�6XSUHPH�&RXUW�DQG�/HJLVODWLYH�&RPSURPLVH�����(PRU\�/�-������
����������������$V�-XGJH�(DVWHUEURRN�SXWV�LW���,I�>D�JLYHQ�VWDWXWRU\�RXWFRPH@�LV�XQ�
�SULQFLSOHG��LW�LV�WKH�ZD\�RI�FRPSURPLVH��/DZ�LV�D�YHFWRU�UDWKHU�WKDQ�DQ�DUURZ��(VSH�
�FLDOO\�ZKHQ�\RX�VHH�WKH�KDQG�RI�LQWHUHVW�JURXSV���(DVWHUEURRN��7H[W��+LVWRU\��DQG
�6WUXFWXUH��VXSUD�QRWH����DW����
����7KLV�DVSHFW�RI�WH[WXDOLVP�UHOLHV�RQ�VRFLDO�FKRLFH�WKHRU\�GHYHORSHG�E\�.HQQHWK�$U�

�URZ�DQG�RWKHUV��$UURZ
V�VRFLDO�FKRLFH�WKHRU\�XVHV�WKH�LQVLJKWV�RI�JDPH�WKHRU\�WR�H[�
�SODLQ�SROLWLFDO�EHKDYLRU��6HH�.HQQHWK�-��$UURZ��6RFLDO�&KRLFH�DQG�,QGLYLGXDO�9DOXHV
���G�HG���������VHH�DOVR�'XQFDQ�%ODFN��7KH�7KHRU\�RI�&RPPLWWHHV�DQG�(OHFWLRQV
���������)RU�DQ�H[FHOOHQW�H[SODQDWLRQ�RI�$UURZ
V�WKHRUHP�DQG�LWV�LPSOLFDWLRQV��VHH
�)DUEHU�	�)ULFNH\��VXSUD�QRWH�����DW�������
����(DVWHUEURRN��VXSUD�QRWH����DW����
����6HH�(DVWHUEURRN��6WDWXWHV
�'RPDLQV��VXSUD�QRWH����DW���������IRRWQRWH�RPLWWHG��

�/HJLVODWRUV�FXVWRPDULO\�FRQVLGHU�SURSRVDOV�RQH�DW�D�WLPH������$GGLWLRQDO�RS�
�WLRQV�FDQ�EH�FRQVLGHUHG�RQO\�LQ�VHTXHQFH��DQG�WKLV�PDNHV�WKH�RUGHU�RI�GHFLVLRQ
�YLWDO��,W�LV�IDLUO\�HDV\�WR�VKRZ�WKDW�VRPHRQH�ZLWK�FRQWURO�RI�WKH�DJHQGD�FDQ�PD�
�QLSXODWH�WKH�FKRLFH�VR�WKDW�WKH�OHJLVODWXUH�DGRSWV�SURSRVDOV�WKDW�RQO\�D�PLQRULW\
�VXSSRUW�
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�LVRODWLRQ��LQGHHG��OHJLVODWRUV�IUHTXHQWO\�FKRRVH�WKHLU�ZRUGV�VWUDWHJL�
�FDOO\�LQ�RUGHU�WR�HOLGH�GLVDJUHHPHQWV�DQG�VPRRWK�D�ELOO
V�SDVVDJH���
�6WUDWHJLF�YRWLQJ�LQFOXGLQJ�ORJUROOLQJ�DFURVV�GLIIHUHQW�VXEVWDQWLYH
�DUHDV�IXUWKHU�FRPSOLFDWHV�PDWWHUV�E\�LQWURGXFLQJ�DGGLWLRQDO�QRQ�
�VXEVWDQWLYH�DQG�XQWUDFHDEOH�FRQVLGHUDWLRQV�LQWR�WKH�VKDSLQJ�RI�D
�ELOO����%DVHG�RQ�VXFK�IDFWRUV��-XGJH�(DVWHUEURRN�WKLQNV�LW�LV��LPSRV�
�VLEOH�IRU�D�FRXUW�HYHQ�RQH�WKDW�NQRZV�HDFK�OHJLVODWRUV
�FRPSOHWH
�WDEOH�RI�SUHIHUHQFHV�WR�VD\�ZKDW�WKH�ZKROH�ERG\�ZRXOG�KDYH�GRQH
�ZLWK�D�SURSRVDO�LW�GLG�QRW�FRQVLGHU�LQ�IDFW�����+HQFH��LI�D�ELOO
V�ILQDO
�VKDSH�GHSHQGV�WR�D�ODUJH�H[WHQW�RQ�WKHVH�YDULHG�SURFHGXUDO�LGLR�
�V\QFUDFLHV��WH[WXDOLVWV�GHHP�LW�IDQFLIXO�WR�WU\�WR�UHFRQVWUXFW�WKH�DF�
�WXDO�EXW�XQH[SUHVVHG�LQWHQW�RI�WKH�OHJLVODWLYH�PDMRULW\�RQ�DQ\�VHUL�
�RXVO\�FRQWHVWHG�LQWHUSUHWLYH�TXHVWLRQ�
�,Q�RWKHU�ZULWLQJ��,�KDYH�HYDOXDWHG�LQ�GHWDLO�WKH�PHULWV�DQG�GHPHU�

�LWV�RI�WH[WXDOLVW�UHOLDQFH�RQ�SXEOLF�FKRLFH�WKHRU\����)RU�SUHVHQW�SXU�
�SRVHV��WKH�LPSRUWDQW�SRLQW�LV�WKLV��:KLOH�WKH�WH[WXDOLVWV
�YLHZ�RI�WKH
�OHJLVODWLYH�SURFHVV�UHTXLUHV�WKHP�WR�UHMHFW�WKH�FODVVLFDO�LQWHQWLRQDO�
�LVWV
�DQWKURSRPRUSKLF�WUHDWPHQW�RI�WKH�OHJLVODWXUH��LW�E\�QR�PHDQV
�QHFHVVLWDWHV�D�ZKROHVDOH�UHMHFWLRQ�RI�DQ\�XVHIXO�FRQFHSWLRQ�RI�OHJLV�
�ODWLYH�LQWHQW��7R�VDWLVI\�WKH�UHTXLUHPHQWV�RI�OHJLVODWLYH�VXSUHPDF\�
�RQH�QHHG�QRW�EHOLHYH��DV�FODVVLFDO�LQWHQWLRQDOLVWV�GR��WKDW�D�PXOWL�
�PHPEHU�OHJLVODWXUH�KDV�D�KXPDQ�OLNH�FDSDFLW\�WR�IRUP�VLQJOH�
�PLQGHG�EXW�XQH[SUHVVHG�LQWHQWLRQV�DERXW�WKH�ZRUGV�XVHG�LQ�D�VWDW�
�XWH��5DWKHU��DV�3URIHVVRU�5D]�KDV�H[SODLQHG��WKH�GHPDQGV�RI�OHJLV�
�ODWLYH�VXSUHPDF\�UHTXLUH�RQO\�WKDW�OHJLVODWRUV�LQWHQG�WR�HQDFW�D�ODZ
�WKDW�ZLOO�EH�GHFRGHG�DFFRUGLQJ�WR�SUHYDLOLQJ�LQWHUSUHWLYH�FRQYHQ�

����6HH�0DQQLQJ��VXSUD�QRWH�����DW���������
����6HH�(DVWHUEURRN��6WDWXWHV
�'RPDLQV��VXSUD�QRWH����DW�����
����,G��DW���������VHH�DOVR�LG��DW�������%HFDXVH�OHJLVODWXUHV�FRPSULVH�PDQ\�PHPEHUV�

�WKH\�GR�QRW�KDYH�
LQWHQWV
�RU�
GHVLJQV�
�KLGGHQ�\HW�GLVFRYHUDEOH��(DFK�PHPEHU�PD\�RU
�PD\�QRW�KDYH�D�GHVLJQ��7KH�ERG\�DV�D�ZKROH��KRZHYHU��RQO\�KDV�RXWFRPHV�����7KXV�
��WKH�ILQDO�RXWFRPH�PD\�EH�DUELWUDU\��IRU�H[DPSOH��D�IXQFWLRQ�RI�JURXS�IDWLJXH��RU�GH�
�WHUPLQHG�E\�VSHFLILF�LQVWLWXWLRQDO�IHDWXUHV�RI�GHFLVLRQPDNLQJ��IRU�H[DPSOH��UXOHV�JRY�
�HUQLQJ�WKH�RUGHU�RI�YRWLQJ�RQ�PRWLRQV����6KHSVOH��VXSUD�QRWH�����DW���������3XW�DQ�
�RWKHU�ZD\��LI�RQH�DFFHSWV�WKHVH�SUHPLVHV��WKH�YHU\�QRWLRQ��WKDW�VWDWXWHV�KDYH�SXUSRVHV
�RU�HPERG\�SROLFLHV�EHFRPHV�TXLWH�SUREOHPDWLF��VLQFH�WKH�FRQWHQW�RI�WKH�VWDWXWH�VLPSO\
�UHIOHFWV�WKH�KDSKD]DUG�HIIHFW�RI�VWUDWHJLF�EHKDYLRU�DQG�SURFHGXUDO�UXOHV���)DUEHU�	
�)ULFNH\��VXSUD�QRWH�����DW�����GLVFXVVLQJ�WKH�LPSOLFDWLRQV�RI�$UURZ
V�SXEOLF�FKRLFH
�WKHRU\���)RU�DQ�H[FHOOHQW�GLVFXVVLRQ�FDVWLQJ�GRXEW�XSRQ�WKH�HPSLULFDO�EDVLV�IRU�$U�
�URZ
V�7KHRUHP��VHH�LG��DW�������
���6HH�0DQQLQJ��VXSUD�QRWH�����DW��������
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�WLRQV��,I�VR��WKHQ�VRFLHW\�FDQ�DW�OHDVW�DWWULEXWH�WR�HDFK�OHJLVODWRU�WKH
�LQWHQWLRQ��WR�VD\�ZKDW�RQH�ZRXOG�RUGLQDULO\�EH�XQGHUVWRRG�DV�VD\�
�LQJ��JLYHQ�WKH�FLUFXPVWDQFHV�LQ�ZKLFK�RQH�VDLG�LW�����2U�DV�WKH�OHDG�
�LQJ�SKLORVRSKLFDO�WH[WXDOLVW��-HUHP\�:DOGURQ��KDV�SXW�LW�

�$�OHJLVODWRU�ZKR�YRWHV�IRU��RU�DJDLQVW��D�SURYLVLRQ�OLNH��1R�YHKL�
�FOH�VKDOO�EH�SHUPLWWHG�WR�HQWHU�DQ\�VWDWH�RU�PXQLFLSDO�SDUN��GRHV
�VR�RQ�WKH�DVVXPSWLRQ�WKDW�WR�SXW�LW�FUXGHO\�ZKDW�WKH�ZRUGV
�PHDQ�WR�KLP�LV�LGHQWLFDO�WR�ZKDW�WKH\�ZLOO�PHDQ�WR�WKRVH�WR�ZKRP
�WKH\�DUH�DGGUHVVHG��LQ�WKH�HYHQW�WKDW�WKH�SURYLVLRQ�LV�SDVVHG������
�7KDW�VXFK�DVVXPSWLRQV�SHUYDGH�WKH�OHJLVODWLYH�SURFHVV�VKRZV�KRZ
�PXFK�ODZ�GHSHQGV�RQ�ODQJXDJH��RQ�WKH�VKDUHG�FRQYHQWLRQV�WKDW
�FRQVWLWXWH�D�ODQJXDJH��DQG�RQ�WKH�UHFLSURFLW\�RI�LQWHQWLRQV�WKDW
�FRQYHQWLRQV�FRPSULVH���

�7KHVH�SUHPLVHV�FORVHO\�UHIOHFW�-XVWLFH�6FDOLD
V�DQG�-XGJH�(DVWHU�
�EURRN
V�FRPPLWPHQW�WR��REMHFWLILHG�LQWHQW���D�FRQFHSW�SUHGLFDWHG
�RQ�WKH�QRWLRQ�WKDW�D�MXGJH�VKRXOG�UHDG�D�VWDWXWRU\�WH[W�MXVW�DV�DQ\
�UHDVRQDEOH�SHUVRQ�FRQYHUVDQW�ZLWK�DSSOLFDEOH�VRFLDO�FRQYHQWLRQV
�ZRXOG�UHDG�LW��$VFULELQJ�WKDW�VRUW�RI�REMHFWLILHG�LQWHQW�WR�OHJLVODWRUV
�RIIHUV�DQ�LQWHOOLJLEOH�ZD\�IRU�WH[WXDOLVWV�WR�KROG�WKHP�DFFRXQWDEOH
�IRU�ZKDWHYHU�ODZ�WKH\�KDYH�SDVVHG��ZKHWKHU�RU�QRW�WKH\�KDYH�DQ\
�DFWXDO�LQWHQW��VLQJO\�RU�FROOHFWLYHO\��UHVSHFWLQJ�LWV�GHWDLOV�
�,Q�WKDW�VHQVH��WH[WXDOLVP�PLJKW�EH�XQGHUVWRRG�DV�D�MXGJPHQW

�DERXW�WKH�PRVW�UHOLDEOH��RU�SHUKDSV�WKH�OHDVW�XQUHOLDEOH��ZD\�RI
�GLVFHUQLQJ�OHJLVODWLYH�LQVWUXFWLRQV����,I�RQH�FDQQRW�DFFXUDWHO\�DVFHU�
�WDLQ�ZKDW�WKH�ERG\�DV�D�ZKROH�ZRXOG�KDYH�GRQH�ZLWK�PDWWHUV�XQ�
�VSHFLILHG�RU�HYHQ�PLVVSHFLILHG�E\�WKH�WH[W��WKHQ�SHUKDSV�WKH�EHVW
�RQH�FDQ�GR�LV�WR�DSSUR[LPDWH�WKH�ZD\�D�UHDVRQDEOH�SHUVRQ�LQ�WKH
�OHJLVODWRU
V�SRVLWLRQ�ZRXOG�KDYH�UHDG�WKH�ZRUGV�DFWXDOO\�DGRSWHG�
�&HUWDLQO\��WKH�DVSLUDWLRQ�WR�GHFRGH�WKH�OHJLVODWXUH
V�LQVWUXFWLRQV�DV
�DFFXUDWHO\�DV�SRVVLEOH�JLYHV�WH[WXDOLVWV�VRPHWKLQJ�LQ�FRPPRQ�ZLWK
�FODVVLFDO�LQWHQWLRQDOLVWV����7R�VD\�WKDW�WH[WXDOLVP�LV�MXVW�LQWHQWLRQDO�

����5D]��VXSUD�QRWH�����DW�����
����-HUHP\�:DOGURQ��/HJLVODWRUV
�,QWHQWLRQ�DQG�8QLQWHQWLRQDO�/HJLVODWLRQ��LQ�/DZ

�DQG�,QWHUSUHWDWLRQ�����������$QGUHL�0DUPRU�HG���������
����6HH�1HOVRQ��VXSUD�QRWH�����DW��������
����$V�3URIHVVRU�1HOVRQ�QRWHV��WKLV�LPSUHVVLRQ�RI�PRGHUQ�WH[WXDOLVWV�LV�UHLQIRUFHG��DO�

�EHLW�RQ�WKH�PDUJLQV��E\�WKHLU�ZLOOLQJQHVV�WR�GHSDUW�IURP�WKH�FOHDU�LPSRUW�RI�WKH�HQ�
�DFWHG�WH[W�ZKHQ�WKH�FRQYHQWLRQDO�UHDGLQJ�UHIOHFWV�DQ�DSSDUHQW�DEVXUGLW\�RU�VFULYHQHU
V
�HUURU��6HH�1HOVRQ��VXSUD�QRWH�����DW��������������VHH�DOVR�8QLRQ�%DQN�Y��:RODV�����

This content downloaded from 
             128.143.86.69 on Fri, 31 Mar 2023 15:59:20 UTC              

All use subject to https://about.jstor.org/terms



�����9LUJLQLD�/DZ�5HYLHZ�>9RO��������

�LVP�E\�RWKHU�PHDQV��KRZHYHU��WKUHDWHQV�WR�REVFXUH�WKH�FHQWUDO
�SRLQW�WKDW�IRU�WH[WXDOLVWV�LQWHQW�LV�D�FRQVWUXFW��LW�GRHV�QRW�GHSHQG�RQ
�WKH�FRQFOXVLRQ�WKDW�D�K\SRWKHWLFDO�OHJLVODWLYH�PDMRULW\�DFWXDOO\�VXE�
�VFULEHG�WR�WKH�OLNHO\�PHDQLQJ�WKDW�D�UHDVRQDEOH�SHUVRQ��FRQYHUVDQW
�ZLWK�WKH�UHOHYDQW�FRQYHQWLRQV��ZRXOG�DWWDFK�WR�WKH�HQDFWHG�WH[W�
�/HJLVODWLYH�LQWHQW��WR�WKH�H[WHQW�WH[WXDOLVWV�LQYRNH�LW��LV�D�IUDPHZRUN
�RI�DQDO\VLV�GHVLJQHG�WR�VDWLVI\�WKH�PLQLPXP�FRQGLWLRQV�IRU�PHDQ�
�LQJIXO�FRPPXQLFDWLRQ�E\�D�PXOWL�PHPEHU�ERG\�ZLWKRXW�DFWXDO�LQ�
�WHQWLRQV�WR�MXGJHV��DGPLQLVWUDWRUV��DQG�WKH�SXEOLF��ZKR�DOO�IRUP�D
�FRPPXQLW\�RI�VKDUHG�FRQYHQWLRQV�IRU�GHFRGLQJ�ODQJXDJH�LQ�FRQ�
�WH[W�

�7R�XQGHUVFRUH�WKH�FRQVWUXFWLYH�QDWXUH�RI�REMHFWLILHG�LQWHQW��LW�LV
�KHOSIXO�WR�QRWH�WKDW�PRGHUQ�WH[WXDOLVWV�DUH�QRW�OLWHUDOLVWV��WKH\�GR
�QRW�ORRN�H[FOXVLYHO\�IRU�WKH��RUGLQDU\�PHDQLQJ��RI�ZRUGV�DQG
�SKUDVHV��5DWKHU��WKH\�HPSKDVL]H�WKH�UHOHYDQW�OLQJXLVWLF�FRPPX�
�QLW\
V��RU�VXE�FRPPXQLW\
V��VKDUHG�XQGHUVWDQGLQJV�DQG�SUDFWLFHV���
�,�KDYH�H[SORUHG�WKH�LPSOLFDWLRQV�RI�WKLV�SRVLWLRQ�PRUH�IXOO\�LQ�SUH�
�YLRXV�ZULWLQJ����)RU�QRZ��LW�VXIILFHV�WR�QRWH�WKDW�WH[WXDOLVWV�WKHUHIRUH
�ZDQW�WR�NQRZ�KRZ��D�VNLOOHG��REMHFWLYHO\�UHDVRQDEOH�XVHU�RI�ZRUGV�
�ZRXOG�KDYH�XQGHUVWRRG�WKH�VWDWXWRU\�WH[W��
�DQ�DSSURDFK�WKDW�HQ�
�WDLOV�DVFHUWDLQLQJ�WKH��DVVXPSWLRQV�VKDUHG�E\�VSHDNHUV�DQG�WKH�LQ�
�WHQGHG�DXGLHQFH�����$FFRUGLQJO\��ZKHUH�DSSURSULDWH�LQ�FRQWH[W��WH[�
�WXDOLVWV�VHHN�RXW�WHFKQLFDO�PHDQLQJ��LQFOXGLQJ�WKH�VSHFLDOL]HG

�8�6�������������������6FDOLD��-���FRQFXUULQJ�LQ�WKH�MXGJPHQW����6LQFH�WKHUH�ZDV�KHUH�QR
�FRQWHQWLRQ�RI�D�
VFULYHQHU
V�HUURU
�SURGXFLQJ�DQ�DEVXUG�UHVXOW��WKH�SODLQ�WH[W�RI�WKH
�VWDWXWH�VKRXOG�KDYH�PDGH�WKLV�OLWLJDWLRQ�XQQHFHVVDU\�DQG�XQPDLQWDLQDEOH�����.HUU�Y�
�3XFNHWW������)��G������������WK�&LU���������(DVWHUEURRN��-�����>$@�FRXUW�VKRXOG�LPSOH�
�PHQW�WKH�ODQJXDJH�DFWXDOO\�HQDFWHG�SURYLGHG�WKH�VWDWXWH�LV�QRW�LQWHUQDOO\�LQFRQVLV�
�WHQW�RU�RWKHUZLVH�DEVXUG����
����6HH�&RQW
O�&DQ�&R��Y��&KL��7UXFN�'ULYHUV������)��G��������������WK�&LU�������

��(DVWHUEURRN��-�����<RX�GRQ
W�KDYH�WR�EH�/XGZLJ�:LWWJHQVWHLQ�RU�+DQV�*HRUJ
�*DGDPHU�WR�NQRZ�WKDW�VXFFHVVIXO�FRPPXQLFDWLRQ�GHSHQGV�RQ�PHDQLQJV�VKDUHG�E\�LQ�
�WHUSUHWLYH�FRPPXQLWLHV�����VHH�DOVR�/XGZLJ�:LWWJHQVWHLQ��3KLORVRSKLFDO�,QYHVWLJDWLRQV
�""����������*�(�0��$QVFRPEH�WUDQV����G�HG���������HPSKDVL]LQJ�WKH�GHULYDWLRQ�RI
�PHDQLQJ�IURP�SUDFWLFHV�DQG�LQWHUDFWLRQV�ZLWKLQ�WKH�UHOHYDQW�OLQJXLVWLF�FRPPXQLW\��
����6HH�0DQQLQJ��VXSUD�QRWH�����DW����������0DQQLQJ��VXSUD�QRWH����DW��������
����(DVWHUEURRN��VXSUD�QRWH����DW�����HPSKDVLV�DGGHG���VHH�DOVR�&KLVRP�Y��5RHPHU�

�����8�6�������������������6FDOLD��-���GLVVHQWLQJ����:H�DUH�WR�UHDG�WKH�ZRUGV�RI�WKDW�WH[W
�DV�DQ\�RUGLQDU\�0HPEHU�RI�&RQJUHVV�ZRXOG�KDYH�UHDG�WKHP��DQG�DSSO\�WKH�PHDQLQJ
�VR�GHWHUPLQHG����FLWDWLRQ�RPLWWHG���
����)UDQN�+��(DVWHUEURRN��:KDW�'RHV�/HJLVODWLYH�+LVWRU\�7HOO�8V"�����&KL��.HQW�/�

�5HY������������������
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�FRQQRWDWLRQV�DQG�SUDFWLFHV�FRPPRQ�WR�WKH�VSHFLDOL]HG�VXE�
�FRPPXQLW\�RI�ODZ\HUV����7H[WXDOLVWV�DVVLJQ�FRPPRQ�ODZ�WHUPV�WKHLU
�IXOO�DUUD\�RI�FRPPRQ�ODZ�FRQQRWDWLRQV����WKH\�VXSSOHPHQW�RWKHU�
�ZLVH�XQTXDOLILHG�WH[WV�ZLWK�VHWWOHG�FRPPRQ�ODZ�SUDFWLFHV��ZKHUH

����3URIHVVRU�1HOVRQ�SURYRFDWLYHO\�VXJJHVWV�WKDW�LI�WH[WXDOLVWV�PHUHO\�UHDG�WH[WV�DF�
�FRUGLQJ�WR�SUHYDLOLQJ�VRFLDO�DQG�OLQJXLVWLF�FRQYHQWLRQV��WKHQ�WKH\�VKRXOG�LQ�IDFW�EH
�SXUSRVLYLVWV��VLQFH�SXUSRVLYLVP�KDG�ORQJ�UHSUHVHQWHG�WKH�SUHYDLOLQJ�PRGH�RI�VWDWXWRU\
�LQWHUSUHWDWLRQ�ZKHQ�WH[WXDOLVP�FDPH�RQWR�WKH�VFHQH��6HH�&DOHE�1HOVRQ��$�5HVSRQVH
�WR�3URIHVVRU�0DQQLQJ�����9D��/��5HY����������������������7KLV�FRQWHQWLRQ��,�EHOLHYH�
�XOWLPDWHO\�SURYHV�WRR�PXFK��$V�,�KDYH�DUJXHG�LQ�GHWDLO�LQ�SUHYLRXV�ZULWLQJ��PRGHUQ
�WH[WXDOLVP�XOWLPDWHO\�UHVWV�RQ�VHYHUDO�QRUPDWLYH�SUHPLVHV�GHULYHG�IURP�WKH�FRQVWLWX�
�WLRQDO�VWUXFWXUH��6HH��H�J���0DQQLQJ��VXSUD�QRWH�����DW����������UHO\LQJ�RQ�WKH�FRQVWLWX�
�WLRQDO�VHSDUDWLRQ�RI�ODZPDNLQJ�IURP�MXGJLQJ��WKH�UHTXLUHPHQWV�RI�ELFDPHUDOLVP�DQG
�SUHVHQWPHQW��DQG�WKH�SUHPLVHV�RI�PRGHUQ�UDWLRQDOLW\�UHYLHZ�WR�TXHVWLRQ�WKH�MXGLFLDO
�SUDFWLFH�RI�PDNLQJ�H[FHSWLRQV�WR�RWKHUZLVH�XQTXDOLILHG�VWDWXWRU\�WH[WV���0DQQLQJ��VX�
�SUD�QRWH����DW���������H[SODLQLQJ�WKH�WH[WXDOLVW�DQWLSDWK\�WRZDUGV�OHJLVODWLYH�KLVWRU\�DV
�D�IXQFWLRQ�RI�WKH�FRQVWLWXWLRQDO�QRUP�DJDLQVW�OHJLVODWLYH�VHOI�GHOHJDWLRQ�RI�ODZPDNLQJ
�DXWKRULW\���3URPLQHQW�DPRQJ�WKHVH�VWUXFWXUDO�QRUPV�LV�WKLV��%\�DGRSWLQJ�DQ�HIIHFWLYH
�VXSHUPDMRULW\�UHTXLUHPHQW��WKH�OHJLVODWLYH�SURFHVV�RI�ELFDPHUDOLVP�DQG�SUHVHQWPHQW
�DIIRUGV�SROLWLFDO�PLQRULWLHV�H[WUDRUGLQDU\�DXWKRULW\�WR�EORFN�OHJLVODWLRQ�RU�WR�LQVLVW
�XSRQ�FRPSURPLVH�DV�WKH�SULFH�RI�DVVHQW��6HH�0DQQLQJ��VXSUD�QRWH�����DW���������
�0DQQLQJ��VXSUD�QRWH����DW��������$W�OHDVW�LQ�WKH�VWURQJ�IRUP�WKDW�IHGHUDO�MXGJHV�SUDF�
�WLFHG�SULRU�WR�WKH�DGYHQW�RI�PRGHUQ�WH[WXDOLVP��SXUSRVLYLVP�WKUHDWHQHG�WKH�LQWHJULW\
�RI�DQ\�UHVXOWLQJ�OHJLVODWLYH�FRPSURPLVH�E\�HQIRUFLQJ�WKH�VSLULW�RYHU�WKH�OHWWHU�RI�WKH
�ODZ�WKDW�LV��WKH�VWDWXWH
V�DSSDUHQW�EDFNJURXQG�SXUSRVH�UDWKHU�WKDQ�WKH�SUHFLVH�GH�
�WDLOV�EDUJDLQHG�IRU�LQ�WKH�DGRSWHG�WH[W��6HH�0DQQLQJ��VXSUD�QRWH����DW��������VHH�DOVR
�LG��DW��������GHVFULELQJ�WKH�VWURQJO\�SXUSRVLYLVW�DVVXPSWLRQV�FKDOOHQJHG�E\�PRGHUQ
�WH[WXDOLVWV���,I�RQH�DFFHSWV�WKDW�DQDO\WLFDO�IUDPHZRUN��WH[WXDOLVWV�DSSURSULDWHO\�UH�
�MHFWHG�SXUSRVLYLVP�RQ�QRUPDWLYH�JURXQGV��HYHQ�LI�SXUSRVLYLVP�GLG�FRQVWLWXWH�D�SUHYL�
�RXVO\�HVWDEOLVKHG�PRGH�RI�LQWHUSUHWDWLRQ��7R�VXJJHVW�RWKHUZLVH�ZRXOG�EH�WR�VD\�WKDW
�WH[WXDOLVWV�PXVW�WUHDW�DV�SDUW�RI�HYHU\�VSHFLILF�FRPSURPLVH�D�FRQYHQWLRQ�WKDW�GLUHFWV
�FRXUWV�WR�LJQRUH�WKH�SUHFLVH�WHUPV�RI�WKDW�FRPSURPLVH�ZKHQHYHU�WKHUH�LV�JRRG�UHDVRQ
�WR�GR�VR��2QO\�IDFHWLRXVO\�FRXOG�RQH�VD\�WKDW�HPEUDFLQJ�VXFK�D�FRQYHQWLRQ�VDWLVILHV�WKH
�PRGHUQ�WH[WXDOLVWV
�SHUFHLYHG�FRQVWLWXWLRQDO�GXW\�WR�SURWHFW�WKH�VSHFLILF�FRPSURPLVHV
�IRUJHG�LQ�WKH�OHJLVODWLYH�SURFHVV�RI�ELFDPHUDOLVP�DQG�SUHVHQWPHQW��$V�,�SUHYLRXVO\�DU�
�JXHG�DORQJ�VLPLODU�OLQHV�

�,I�WKH�&RXUW�DSSOLHG�D�EDFNJURXQG�FRQYHQWLRQ�SURYLGLQJ�WKDW��MXGJHV�VKDOO�DS�
�SO\�WKH�VRFLDO�PHDQLQJ�RI�D�VWDWXWH�XQOHVV�WKH\�FDQ�WKLQN�RI�D�EHWWHU�ZD\�RI�GRLQJ
�WKH�VDPH�WKLQJ���WKDW�FRQYHQWLRQ�ZRXOG�LQ�VRPH�VHQVH�EH�WKH�EDVLV�RI�HYHU\�OHJ�
�LVODWLYH�EDUJDLQ��%XW�PRUH�DFFXUDWHO\�XQGHUVWRRG��LW�ZRXOG�OLFHQVH�WKH�FRXUWV�WR
�GLVUHJDUG�WKH�VSHFLILF�EDUJDLQV�VWUXFN�WKURXJK�WKH�OHJLVODWLYH�SURFHVV�DQG�WR
�VWULNH�QHZ�EDODQFHV�RXWVLGH�WKH�FRQILQHV�RI�ELFDPHUDOLVP�DQG�SUHVHQWPHQW�

�6HH�0DQQLQJ��VXSUD�QRWH�����DW������
���0RVNDO�Y��8QLWHG�6WDWHV������8�6�������������������6FDOLD��-���GLVVHQWLQJ�

���
>:@KHUH�&RQJUHVV�ERUURZV�WHUPV�RI�DUW�LQ�ZKLFK�DUH�DFFXPXODWHG�WKH�OHJDO�WUDGL�
�WLRQ�DQG�PHDQLQJ�RI�FHQWXULHV�RI�SUDFWLFH��LW�SUHVXPDEO\�NQRZV�DQG�DGRSWV�WKH�FOXVWHU

�RI�LGHDV�WKDW�ZHUH�DWWDFKHG�WR�HDFK�ERUURZHG�ZRUG������
���TXRWLQJ�0RUULVVHWWH�Y��8QLWHG�6WDWHV������8�6��������������������
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�VXFK�SUDFWLFHV�WUDGLWLRQDOO\�SHUWDLQHG�WR�WKH�VXEMHFW�PDWWHUV�FRY�
�HUHG�ZLWKLQ�WKH�VWDWXWH���DQG�WKH\�DSSO\�VXIILFLHQWO\�ZHOO�VHWWOHG
�FDQRQV�RI�FRQVWUXFWLRQ��LQFOXGLQJ�VXEVWDQWLYH�FDQRQV�VXFK�DV�WKH
�UXOH�RI�OHQLW\���
�:KDW�WH[WXDOLVWV�GR�QRW�VXJJHVW�LV�WKDW�GLVWLOOLQJ�WHFKQLFDO�PHDQ�

�LQJ�IURP�WUDGH�SUDFWLFH��WKH�FRPPRQ�ODZ��WHFKQLFDO�QRUPV�RI�FRQ�
�VWUXFWLRQ��DQG�WKH�OLNH�QHFHVVDULO\�UHIOHFWV�WKH�DFWXDO��YL]��VXEMHF�
�WLYH��XQGHUVWDQGLQJ�RI�D�PXOWL�SHUVRQ�OHJLVODWLYH�PDMRULW\��
�&RQVLGHU��IRU�H[DPSOH��%DEELWW�Y��6ZHHW�+RPH�&KDSWHU�RI�&RP�

���6HH��H�J���<RXQJ�Y��8QLWHG�6WDWHV������8�6��������������������6FDOLD��-�����,W�LV
�KRUQERRN�ODZ�WKDW�OLPLWDWLRQV�SHULRGV�DUH�
FXVWRPDULO\�VXEMHFW�WR�HTXLWDEOH�WROOLQJ�

�XQOHVV�WROOLQJ�ZRXOG�EH�
LQFRQVLVWHQW�ZLWK�WKH�WH[W�RI�WKH�UHOHYDQW�VWDWXWH�
�&RQJUHVV
�PXVW�EH�SUHVXPHG�WR�GUDIW�OLPLWDWLRQV�SHULRGV�LQ�OLJKW�RI�WKLV�EDFNJURXQG�SULQFLSOH��
��FLWDWLRQV�RPLWWHG���TXRWLQJ�,UZLQ�Y��'HS
W�RI�9HWHUDQV�$IIDLUV������8�6���������������
��LQWHUQDO�TXRWDWLRQ�PDUNV�RPLWWHG���DQG�8QLWHG�6WDWHV�Y��%HJJHUO\������8�6��������
����������%URJDQ�Y��8QLWHG�6WDWHV������8�6��������������������&ULPLQDO�SURKLELWLRQV�GR
�QRW�JHQHUDOO\�DSSO\�WR�UHDVRQDEOH�HQIRUFHPHQW�DFWLRQV�E\�RIILFHUV�RI�WKH�ODZ�����)UDQN
�+��(DVWHUEURRN��7KH�&DVH�RI�WKH�6SHOXQFHDQ�([SORUHUV��5HYLVLWHG������+DUY��/��5HY�
��������������������DUJXLQJ�WKDW�RWKHUZLVH�XQTXDOLILHG�FULPLQDO�VWDWXWHV�DUH�SUHVXPS�
�WLYHO\�VXEMHFW�WR�HVWDEOLVKHG�FRPPRQ�ODZ�GHIHQVHV���%XW�FI��8QLWHG�6WDWHV�Y��2DNODQG
�&DQQDELV�%X\HUV
�&RRS�������8�6�������������������7KRPDV��-�����>:@H�QRWH�WKDW�LW�LV
�DQ�RSHQ�TXHVWLRQ�ZKHWKHU�IHGHUDO�FRXUWV�HYHU�KDYH�DXWKRULW\�WR�UHFRJQL]H�D�QHFHVVLW\
�GHIHQVH�QRW�SURYLGHG�E\�VWDWXWH����
����6HH��H�J���$QWRQLQ�6FDOLD��$VVRUWHG�&DQDUGV�RI�&RQWHPSRUDU\�/HJDO�$QDO\VLV����

�&DVH�:��5HV��/��5HY�������������������HQGRUVLQJ�WKH�UXOH�RI�OHQLW\�DV�D�UXOH�RI�FRQ�
�VWUXFWLRQ�WKDW��WKURXJK�ORQJ�XVDJH��KDV�DFTXLUHG��D�VRUW�RI�SUHVFULSWLYH�YDOLGLW\��VLQFH
�WKH�OHJLVODWXUH�SUHVXPDEO\�KDV�>LW@�LQ�PLQG�ZKHQ�LW�FKRRVHV�LWV�ODQJXDJH���
����1RU�FRXOG�WKH\��$ORQJ�WKHVH�OLQHV��FRQVLGHU�-XGJH�3RVQHU
V��RWKHUZLVH��GHYDVWDW�

�LQJ�FULWLTXH�RI�VRPH�RI�WKH�WHFKQLFDO�FDQRQV�RI�FRQVWUXFWLRQ�FRPPRQO\�GHSOR\HG
�ZLWKLQ�WKH�OHJDO�FRPPXQLW\��6HH�3RVQHU��VXSUD�QRWH�����DW���������,Q�SDUWLFXODU��KH
�FRQWHQGV�WKDW�PRVW�FDQRQV�JR�ZURQJ��EHFDXVH�WKH\�LPSXWH�RPQLVFLHQFH�WR�&RQJUHVV��
�ZKLFK��LV�DOZD\V�DQ�XQUHDOLVWLF�DVVXPSWLRQ��DQG�SDUWLFXODUO\�VR�ZKHQ�RQH�LV�GHDOLQJ
�ZLWK�WKH�OHJLVODWLYH�SURFHVV���,G��DW������-XGJH�3RVQHU�FLWHV��IRU�H[DPSOH���WKH�FDQRQ
�WKDW�HYHU\�ZRUG�RI�D�VWDWXWH�PXVW�EH�JLYHQ�VLJQLILFDQFH��QRWKLQJ�LQ�WKH�VWDWXWH�FDQ�EH
�WUHDWHG�DV�VXUSOXVDJH���,G��DW������7KLV�QRUP��KH�DUJXHV��FRQWUDGLFWV�WKH�UHDOLWLHV�RI
�OHJLVODWLYH�GUDIWLQJ��6LPLODUO\��KH�QRWHV�WKDW�WKH��SRSXODU�FDQRQ��GLVIDYRULQJ�LPSOLHG
�UHSHDOV�RI�HDUOLHU�OHJLVODWLRQ�UHVWV�RQ�WKH�DSSDUHQW�SUHVXPSWLRQ�WKDW��ZKHQHYHU�&RQ�
�JUHVV�HQDFWV�D�QHZ�VWDWXWH�LW�FRPEV�WKH�8QLWHG�6WDWHV�&RGH�IRU�SRWHQWLDO�LQFRQVLVWHQ�
�FLHV�ZLWK�WKH�QHZ�VWDWXWH��DQG�ZKHQ�LW�VSRWV�RQH��LW�UHSHDOV�WKH�LQFRQVLVWHQF\�H[SOLF�
�LWO\���,G��$V�KH�QRWHV��WKLV�FRQFHSWLRQ�LV�KLJKO\�XQUHDOLVWLF��6HH�LG��6XFK�FDQRQV�
�KRZHYHU��DUH�LQWHOOLJLEOH�XQGHU�D�WH[WXDOLVW�WKHRU\�RI�REMHFWLILHG�LQWHQW��$V�-XGJH
�(DVWHUEURRN�SXWV�LW��FDQRQV�RI�FRQVWUXFWLRQ�PDNH�VHQVH��DV�RII�WKH�UDFN�UXOHV�WKDW
�VSDUH�OHJLVODWRUV�WKH�FRVWV�RI�DQWLFLSDWLQJ�DOO�SRVVLEOH�LQWHUSUHWLYH�SUREOHPV�DQG�OHJLV�
�ODWLQJ�VROXWLRQV�IRU�WKHP���(DVWHUEURRN��6WDWXWHV
�'RPDLQV��VXSUD�QRWH����DW������6R
�XQGHUVWRRG��WKH�FDQRQV�KDYH�YDOXH�QRW�EHFDXVH�WKH\�FDSWXUH�WKH�OHJLVODWXUH
V�VXEMHF�
�WLYH�LQWHQW��EXW�EHFDXVH�WKH\�UHSUHVHQW�D�VXEVHW�RI�WKH�PXWXDOO\�DYDLODEOH�EDFNJURXQG
�FRQYHQWLRQV�WKDW�PDNH�FRPPXQLFDWLRQ�SRVVLEOH�
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�PXQLWLHV�IRU�D�*UHDWHU�2UHJRQ���LQ�ZKLFK�WKH�&RXUW�FRQVWUXHG�D
�SURYLVLRQ�RI�WKH�(QGDQJHUHG�6SHFLHV�$FW�RI��������(6$���PDNLQJ
�LW�XQODZIXO�WR��WDNH�DQ\�>HQGDQJHUHG@�VSHFLHV�ZLWKLQ�WKH�8QLWHG
�6WDWHV�RU�WKH�WHUULWRULDO�VHDV�RI�WKH�8QLWHG�6WDWHV�����$W�LVVXH�ZDV

�ZKHWKHU�D��WDNLQJ��RFFXUV�ZKHQ�D�GHIHQGDQW�LQGLUHFWO\�KDUPV�DQ
�HQGDQJHUHG�VSHFLHV�E\�PRGLI\LQJ�LWV�KDELWDW��7KH�&RXUW�GHIHUUHG�WR
�WKH�6HFUHWDU\�RI�WKH�,QWHULRU
V�LQWHUSUHWDWLRQ�WKDW�KDELWDW�PRGLILFD�
�WLRQ�IHOO�ZLWKLQ�WKH�$FW
V�UHDFK��QRWLQJ�WKDW�WKH�(6$�EURDGO\�GH�
�ILQHG��WDNH��WR�PHDQ��KDUDVV��KDUP��SXUVXH��KXQW��VKRRW��ZRXQG�
�NLOO��WUDS��FDSWXUH��RU�FROOHFW����DW�OHDVW�VRPH�RI�ZKLFK�FRXOG�VXUHO\
�HQFRPSDVV�WKH�LQGLUHFW�HIIHFWV�RI�KDELWDW�PRGLILFDWLRQ�
�,Q�GLVVHQW��-XVWLFH�6FDOLD�DUJXHG�WKDW��WDNH��LV��D�WHUP�RI�DUW��LQ

�ZLOGOLIH�ODZ�DQG��DV�VXFK���GHVFULEHV�D�FODVV�RI�DFWV��QRW�RPLVVLRQV�
�GRQH�GLUHFWO\�DQG�LQWHQWLRQDOO\��QRW�LQGLUHFWO\�DQG�E\�DFFLGHQW��WR
�SDUWLFXODU�DQLPDOV��QRW�SRSXODWLRQV�RI�DQLPDOV����
�$OWKRXJK�DF�
�NQRZOHGJLQJ�WKDW�WKH�$FW
V�GHILQLWLRQ�VHFWLRQ�EURDGO\�GHILQHG
��WDNH���WKH�GLVVHQW�HPSKDVL]HG�WKDW�QRWKLQJ�LQ�WKH�GHILQLWLRQ�SUH�
�FOXGHG�WKH�&RXUW�IURP�UHDGLQJ�WKH�HQXPHUDWHG�OLVW�RI�SURKLELWHG
�DFWV�LQ�OLJKW�RI�WKH�FRPPRQ�ODZ�WUDGLWLRQ�HTXDWLQJ�D��WDNLQJ��ZLWK
�GLUHFW�UDWKHU�WKDQ�LQGLUHFW�DFWV����2I�LQWHUHVW�KHUH��KH�LGHQWLILHG�WKDW
�WUDGLWLRQ�QRW�RQO\�E\�ORFDWLQJ�WKH�WHFKQLFDO�PHDQLQJ�RI��WDNH��LQ
�VWDQGDUG�GLFWLRQDULHV��EXW�DOVR�E\�H[DPLQLQJ�VRXUFHV�DV�XQREYLRXV
��WR�WKH�RUGLQDU\�UHDGHU��DV�D�QLQHWHHQWK�FHQWXU\�6XSUHPH�&RXUW
�GHFLVLRQ��%ODFNVWRQH
V�&RPPHQWDULHV��D�VWDWXWH�LPSOHPHQWLQJ�D�PL�
�JUDWRU\�ELUG�WUHDW\��DQG�D�WUHDW\�JRYHUQLQJ�SRODU�EHDU�FRQVHUYD�
�WLRQ����+LV�RSLQLRQ�DSSHDUV�WR�FDSWXUH�WKH�WHFKQLFDO�PHDQLQJ�TXLWH

��������8�6�������������
������8�6�&��"������D�������������HPSKDVLV�DGGHG��
���,G��"����������
����%DEELW������8�6��DW�������6FDOLD��-���GLVVHQWLQJ��
����-XVWLFH�6FDOLD�WKXV�H[SODLQHG�

�7KH�$FW
V�GHILQLWLRQ�RI��WDNH��GRHV�H[SDQG�WKH�ZRUG�VOLJKWO\��DQG�QRW�XQXVX�
�DOO\���VR�DV�WR�PDNH�FOHDU�WKDW�LW�LQFOXGHV�QRW�MXVW�D�FRPSOHWHG�WDNLQJ��EXW�WKH
�SURFHVV�RI�WDNLQJ��DQG�DOO�RI�WKH�DFWV�WKDW�DUH�FXVWRPDULO\�LGHQWLILHG�ZLWK�RU�DF�
�FRPSDQ\�WKDW�SURFHVV���WR�KDUDVV��KDUP��SXUVXH��KXQW��VKRRW��ZRXQG��NLOO��WUDS�
�FDSWXUH��RU�FROOHFW����DQG�VR�DV�WR�LQFOXGH�DWWHPSWV�

�,G���6FDOLD��-���GLVVHQWLQJ��
����6HH�LG��DW���������6FDOLD��-���GLVVHQWLQJ���GLVFXVVLQJ��LQWHU�DOLD��WKH�XVH�RI��WDNH��LQ

�*HHU�Y��&RQQHFWLFXW������8�6���������������������:LOOLDP�%ODFNVWRQH��&RPPHQWDULHV
�
�����WKH�0LJUDWRU\�%LUG�7UHDW\�$FW�����8�6�&��"�����������	�6XSS��9������
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�DGPLUDEO\��EXW�LW�DOVR�KLJKOLJKWV�WKH�IDFW�WKDW�ZKHQ�WH[WXDOLVWV�LP�
�SXWH�WR�OHJLVODWRUV�WKH�XQGHUVWDQGLQJ�RI�D�UHDVRQDEOH�PHPEHU�RI
�WKH�UHOHYDQW�OLQJXLVWLF�FRPPXQLW\��KHUH��ODZ\HUV�RU�ZLOGOLIH�DIILFLR�
�QDGRV���WKH\�GR�QRW�SXUSRUW�WR�GHVFULEH�ZKDW�OHJLVODWRUV�DFWXDOO\
�NQHZ�ZKHQ�WKH\�YRWHG�IRU�D�ELOO��,Q�WKH�XQOLNHO\�HYHQW�WKDW�DQ\
�PHDQLQJIXO�SURSRUWLRQ�RI�OHJLVODWRUV�KDG�DQ\�DFWXDO�LQWHQW�DERXW
�ZKDW��WDNH��PHDQV��,�GRXEW�WKDW�PDQ\�LQ�IDFW�NQHZ�RI�QRU�DVVHQWHG
�WR�WKH�VSHFLDOL]HG�OHJDO�PHDQLQJ�UHIOHFWHG�LQ�WKH�VRXUFHV�FLWHG�E\
�-XVWLFH�6FDOLD�

�6R�ZKLOH�WH[WXDOLVWV�GR�FDUH�DERXW��OHJLVODWLYH�LQWHQW��LQ�WKH�UH�
�ILQHG�VHQVH�GHVFULEHG�E\�3URIHVVRU�5D]��WR�VXJJHVW�WKDW�WKH\�DUH
�FODVVLFDO�LQWHQWLRQDOLVWV�E\�RWKHU�PHDQV�REVFXUHV�WKH�IDFW�WKDW�WH[�
�WXDOLVWV�UHMHFW�SHUKDSV�WKH�PRVW�LPSRUWDQW�SUHPLVH�RI�FODVVLFDO�LQ�
�WHQWLRQDOLVP��WKH�LGHD�WKDW�EHKLQG�PRVW�OHJLVODWLRQ�OLHV�VRPH�VRUW�RI
�SROLF\�MXGJPHQW�WKDW�LV�PHDQLQJIXOO\�LGHQWLILDEOH��VKDUHG�E\�D�OHJLV�
�ODWLYH�PDMRULW\��DQG�\HW�LPSUHFLVHO\�H[SUHVVHG�LQ�WKH�SXEOLF�PHDQ�
�LQJ�RI�WKH�WH[W�WKDW�KDV�PDGH�LWV�ZD\�WKURXJK�&RQJUHVV
V�PDQ\�ILO�
�WHUV��7H[WXDOLVWV�IRFXV�RQ�WKH�HQG�SURGXFW�RI�WKH�OHJLVODWLYH�SURFHVV�
�DV�UHIOHFWHG�LQ�WKH�ZD\�D�UHDVRQDEOH�SHUVRQ�FRQYHUVDQW�ZLWK�DSSOL�
�FDEOH�FRQYHQWLRQV�ZRXOG�UHDG�WKH�HQDFWHG�ZRUGV�LQ�FRQWH[W����%H�

�FDXVH�RI�WKH�IUDFWXUHG��WRUWXRXV��DQG�RIWHQ�FRQFHDOHG�QDWXUH�RI�OHJ�
�LVODWLYH�EDUJDLQLQJ��WH[WXDOLVWV�EHOLHYH�WKDW�VXFK�D�FRQVWUXFW�LV�WKH
�EHVW�WKDW�LQWHUSUHWHUV�FDQ�GR�WKDW�REMHFWLILHG�LQWHQW�SURYLGHV�WKH
�PRVW��LI�QRW�WKH�RQO\��SODXVLEOH�ZD\�IRU�D�IDLWKIXO�DJHQW�WR�VKRZ�IL�
�GHOLW\�WR�KLV�SULQFLSDO��,Q�WKH�HQG��WKLV�FRQYLFWLRQ�PDSV�LPSRUWDQWO\
�RQWR�GLVWLQFWLRQV�EHWZHHQ�UXOHV�DQG�VWDQGDUGV��EXW�QRW�LQ�SUHFLVHO\
�WKH�ZD\�3URIHVVRU�1HOVRQ�VXJJHVWV��%HFDXVH�WKH�PRGHUQ�WH[WXDOLVWV

�DSSURDFK�WR�OHYHOV�RI�VWDWXWRU\�JHQHUDOLW\�VKDUSHQV�WKH�GLVWLQFW

��DPHQGHG��������DQG�WKH�$JUHHPHQW�RQ�WKH�&RQVHUYDWLRQ�RI�3RODU�%HDUV��1RY�����
�������DUW��������8�6�7��������������7�,�$�6��1R��������
����-XGJH�(DVWHUEURRN�KDV�VWDWHG�WKLV�SRVLWLRQ�ZLWK�SDUWLFXODU�FODULW\��6HH��H�J���1%'

�%DQN�Y��%HQQHWW�����)��G������������WK�&LU���������(DVWHUEURRN��-�����,W�GRHV�QRW�PDW�
�WHU�ZKDW�&RQJUHVV�LQWHQGHG�LQ�WKH�DEVWUDFW��WKH�TXHVWLRQ�LV�ZKDW�LW�PHDQW�E\�ZKDW�LW
�HQDFWHG�����/LYLQJVWRQ�5HEXLOG�&WU��Y��5�5��5HW��%G�������)��G������������WK�&LU�������
��(DVWHUEURRN��-�����2I�FRXUVH��&RQJUHVV�GRHV�QRW�HQDFW�
LQWHQWV
���������LW�HQDFWV�WH[WV�
�ZKLFK�PD\�GLIIHU�IURP�WKH�H[SHFWDWLRQV�RI�WKH�VSRQVRUV�����&RQW
O�&DQ�&R��Y��&KL�
�7UXFN�'ULYHUV������)��G��������������WK�&LU���������(DVWHUEURRN��-�����7KH�WH[W�RI�WKH
�VWDWXWH��DQG�QRW�WKH�SULYDWH�LQWHQW�RI�WKH�OHJLVODWRUV��LV�WKH�ODZ��2QO\�WKH�WH[W�VXUYLYHG
�WKH�FRPSOH[�SURFHVV�IRU�SURSRVLQJ��DPHQGLQJ��DGRSWLQJ��DQG�REWDLQLQJ�WKH�3UHVLGHQW
V
�VLJQDWXUH��RU�WZR�WKLUGV�RI�HDFK�KRXVH�����

This content downloaded from 
             128.143.86.69 on Fri, 31 Mar 2023 15:59:20 UTC              

All use subject to https://about.jstor.org/terms



�����@�7H[WXDOLVP�DQG�/HJLVODWLYH�,QWHQW����

�SURFHVV�DVVXPSWLRQV�WKDW�LQIRUP�WKHLU�DSSURDFK��,�WXUQ�QRZ�WR�D
�EULHI�FRQVLGHUDWLRQ�RI�WKDW�TXHVWLRQ�

�,,��/(*,6/$7,9(�%$5*$,16�$1'�/(9(/6�2)

�67$78725<�*(1(5$/,7<

�$�FHQWUDO�SUHFHSW�RI�WH[WXDOLVP�LV�WKDW�LQWHUSUHWHUV�PXVW�UHVSHFW
�WKH�OHYHO�RI�JHQHUDOLW\�DW�ZKLFK�WKH�WH[W�H[SUHVVHV�OHJLVODWLYH�SROLF\
�MXGJPHQWV�WKDW�LV��WKDW�MXGJHV�VKRXOG�WUHDW�UXOHV�DV�UXOHV�DQG�VWDQ�
�GDUGV�DV�VWDQGDUGV��6SHFLILFDOO\��DOWKRXJK�WH[WXDOLVWV�ILQG�LW�DSSUR�
�SULDWH�LQ�FDVHV�RI�DPELJXLW\�WR�FRQVXOW�D�VWDWXWH
V�DSSDUHQW�SXUSRVH
�RU�SROLF\��SURYLGHG�WKDW�LW�LV�GHULYHG�IURP�VRXUFHV�RWKHU�WKDQ�OHJLV�
�ODWLYH�KLVWRU\�����WKH\�UHVLVW�DOWHULQJ�D�VWDWXWH
V�FOHDU�VHPDQWLF�LP�

����6HH��H�J���1DW
O�7D[�&UHGLW�3DUWQHUV�Y��+DYOLN�����)��G������������WK�&LU�������
��(DVWHUEURRN��-�����.QRZLQJ�WKH�SXUSRVH�EHKLQG�D�UXOH�PD\�KHOS�D�FRXUW�GHFRGH�DQ
�DPELJXRXV�WH[W��EXW�ILUVW�WKHUH�PXVW�EH�VRPH�DPELJXLW\����FLWDWLRQV�RPLWWHG����$Q�
�WRQLQ�6FDOLD��-XGLFLDO�'HIHUHQFH�WR�$GPLQLVWUDWLYH�,QWHUSUHWDWLRQV�RI�/DZ�������'XNH
�/�-�������������6XUHO\�RQH�RI�WKH�PRVW�IUHTXHQW�MXVWLILFDWLRQV�FRXUWV�JLYH�IRU�FKRRVLQJ�D
�SDUWLFXODU�FRQVWUXFWLRQ�LV�WKDW�WKH�DOWHUQDWLYH�LQWHUSUHWDWLRQ�ZRXOG�SURGXFH�
DEVXUG

�UHVXOWV��RU�UHVXOWV�OHVV�FRPSDWLEOH�ZLWK�WKH�UHDVRQ�RU�SXUSRVH�RI�WKH�VWDWXWH�����3URIHV�
�VRU�1HOVRQ�XQGHUVWDQGDEO\�UHJDUGV�VXFK�UHOLDQFH�RQ�DSSDUHQW�SXUSRVH�LQ�FDVHV�RI�DP�
�ELJXLW\�DV�HYLGHQFH�WKDW�WH[WXDOLVP�GRHV�LQGHHG�KDYH�URRWV�LQ�FODVVLFDO�LQWHQWLRQDOLVP�
�6HH�1HOVRQ��VXSUD�QRWH�����DW���������:KLOH�SODXVLEOH��WKDW�FRQFOXVLRQ�GRHV�QRW�QHFHV�
�VDULO\�IROORZ�IURP�WKH�WH[WXDOLVWV
�SUDFWLFH��)LUVW��SXUSRVH�QHHG�QRW�UHIOHFW�WKH�VXEMHF�
�WLYH�XQGHUVWDQGLQJV�RI�OHJLVODWRUV�IRXQG�LQ�WKH�OHJLVODWLYH�KLVWRU\��UDWKHU��WH[WXDOLVWV
�IUHTXHQWO\�LQIHU�OHJLVODWLYH�SXUSRVH�IURP�VXFK�VRXUFHV�DV�WKH�RYHUDOO�WHQRU�RU�VWUXFWXUH
�RI�D�VWDWXWH��6HH��H�J���&LW\�RI�&ROXPEXV�Y��2XUV�*DUDJH�	�:UHFNHU�6HUY���,QF������
�8�6�������������������6FDOLD��-���GLVVHQWLQJ���QRWLQJ�WKDW��>H@YLGHQFH�RI�SUH�HPSWLYH
�SXUSRVH�LV�VRXJKW�LQ�WKH�WH[W�DQG�VWUXFWXUH�RI�WKH�VWDWXWH�DW�LVVXH���DOWHUDWLRQ�LQ�RULJL�
�QDO���HPSKDVLV�DQG�LQWHUQDO�TXRWDWLRQ�PDUNV�RPLWWHG���TXRWLQJ�&6;�7UDQVS���,QF��Y�
�(DVWHUZRRG������8�6��������������������3D��'HS
W�RI�&RUU��Y��<HVNH\������8�6����������
���������6FDOLD��-�����>7@KH�WLWOH�RI�D�VWDWXWH�����>LV@�RI�XVH�RQO\�ZKHQ�>LW@�VKHG>V@�OLJKW�RQ
�VRPH�DPELJXRXV�ZRUG�RU�SKUDVH����ILUVW��WKLUG��DQG�IRXUWK�DOWHUDWLRQV�LQ�RULJLQDO���LQ�
�WHUQDO�TXRWDWLRQ�PDUNV�RPLWWHG���TXRWLQJ�%KG��RI�5�5��7UDLQPHQ�Y��%DOW��	�2KLR
�5�5��&R�������8�6�����������������������8QLWHG�6WDWHV�Y��)DXVWR������8�6����������
���������6FDOLD��-����KROGLQJ�WKDW�WKH�QRQUHYLHZDELOLW\�RI�DGYHUVH�SHUVRQQHO�DFWLRQV�XQ�
�GHU�WKH�&LYLO�6HUYLFH�5HIRUP�$FW�GHULYHV��QRW�RQO\�IURP�WKH�VWDWXWRU\�ODQJXDJH��EXW
�DOVR�IURP����WKH�VWUXFWXUH�RI�WKH�VWDWXWRU\�VFKHPH����6HFRQG��WH[WXDOLVWV�PD\�UHO\�RQ
�DSSDUHQW�RYHUDOO�SXUSRVH�QRW�DV�D�ZD\�RI�LGHQWLI\LQJ�VXEMHFWLYH�OHJLVODWLYH�LQWHQW��EXW
�UDWKHU�DV�D�WKHRU\�RI�DSSURSULDWH�MXGLFLDO�EHKDYLRU�LQ�FDVHV�RI�LQGHWHUPLQDF\��-XVWLFH
�6FDOLD�KDV�WKXV�ZULWWHQ���:KHUH�D�VWDWXWRU\�WHUP�SUHVHQWHG�WR�XV�IRU�WKH�ILUVW�WLPH�LV
�DPELJXRXV��ZH�FRQVWUXH�LW�WR�FRQWDLQ�WKDW�SHUPLVVLEOH�PHDQLQJ�ZKLFK�ILWV�PRVW�ORJL�
�FDOO\�DQG�FRPIRUWDEO\�LQWR�WKH�ERG\�RI�ERWK�SUHYLRXVO\�DQG�VXEVHTXHQWO\�HQDFWHG
�ODZ���:��9D��8QLY��+RVSV���,QF��Y��&DVH\������8�6������������������VHH�DOVR�)DXVWR�����
�8�6��DW������GHVFULELQJ�WKH��FODVVLF�MXGLFLDO�WDVN�RI�UHFRQFLOLQJ�PDQ\�ODZV�HQDFWHG�RYHU
�WLPH��DQG�JHWWLQJ�WKHP�WR�
PDNH�VHQVH
�LQ�FRPELQDWLRQ����,Q�FRQWUDVW�WR�FODVVLFDO�LQWHQ�
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�SRUW�LQ�RUGHU�WR�PDNH�WKH�WH[W�PRUH�FRQJUXHQW�ZLWK�LWV�DSSDUHQW
�EDFNJURXQG�SXUSRVH����7KH�XQGHUO\LQJ�SUREOHP�RI�ILW�UHIOHFWHG�LQ
�VXFK�D�FKRLFH�RI�FRXUVH�KDV�DOZD\V�WURXEOHG�WKH�ODZ�RI�VWDWXWRU\�LQ�
�WHUSUHWDWLRQ��1R�PDWWHU�KRZ�SUHFLVHO\�IUDPHG��ODZV�ZLOO�VRPHWLPHV
�EH�RYHU��RU�XQGHU�LQFOXVLYH�LQ�UHODWLRQ�WR�WKHLU�DSSDUHQW�EDFN�
�JURXQG�DLPV����:KHQ�D�VXIILFLHQWO\�GUDPDWLF�PLVPDWFK�EHWZHHQ
�PHDQV�DQG�HQGV�RFFXUV��RU��PRUH�DFFXUDWHO\��DSSHDUV�WR�RFFXU��
�FODVVLFDO�LQWHQWLRQDOLVWV�DVFULEH�WKDW�GLYHUJHQFH�WR�OHJLVODWLYH�LQDG�
�YHUWHQFH����&ODVVLFDO�LQWHQWLRQDOLVWV�WKLQN�LW�SRVVLEOH�IRU�MXGJHV�WR
�LGHQWLI\�WKH�FROOHFWLYH�SROLF\�MXGJPHQW�WKDW�WKH�OHJLVODWLYH�PDMRULW\
�ZRXOG�KDYH�DUULYHG�DW�KDG�LW�IUDPHG�WKH�VWDWXWH�WR�DYRLG�LPSUHFL�
�VLRQ�LQ�WKH�FKRVHQ�ZRUGV��+HQFH��WKH\�DUH�ZLOOLQJ�WR�DGMXVW�WKH�OHYHO

�WLRQDOLVWV��WH[WXDOLVWV�UHVROYH�DPELJXLW\�LQ�WKDW�ZD\��QRW�EHFDXVH�WKDW�SUHFLVH
�DFFRPPRGDWLYH�PHDQLQJ�LV�ZKDW�WKH�ODZPDNHUV�PXVW�KDYH�KDG�LQ�PLQG������EXW
�EHFDXVH�LW�LV�>WKH�MXGLFLDU\
V@�UROH�WR�PDNH�VHQVH�UDWKHU�WKDQ�QRQVHQVH�RXW�RI�WKH
�FRUSXV�MXULV���&DVH\������8�6��DW���������)RU�D�FRQWUDVWLQJ�VWDWHPHQW�WKDW�PRUH
�VWURQJO\�VXSSRUWV�3URIHVVRU�1HOVRQ
V�YLHZ��VHH�(DVWHUEURRN��VXSUD�QRWH�����DW����
���%HFDXVH�ODZV�WKHPVHOYHV�GR�QRW�KDYH�SXUSRVHV�RU�VSLULWV�RQO\�WKH�DXWKRUV�DUH
�VHQWLHQW�LW�PD\�EH�HVVHQWLDO�WR�PLQH�WKH�FRQWH[W�RI�WKH�XWWHUDQFH�RXW�RI�WKH�GHEDWHV�
�MXVW�DV�ZH�OHDUQ�WKH�OLPLWV�RI�D�KROGLQJ�IURP�UHDGLQJ�WKH�HQWLUH�RSLQLRQ�����)XOO
�H[SORUDWLRQ�RI�WKH�SUHFLVH�EDVLV�IRU�WH[WXDOLVWV
�UHOLDQFH�RQ�DSSDUHQW�EDFNJURXQG�SXU�
�SRVH�LQ�FDVHV�RI�DPELJXLW\�LV�D�PDWWHU�IRU�DQRWKHU�GD\�
����6HH��H�J���-RKQVRQ�Y��8QLWHG�6WDWHV������8�6�������������������6FDOLD��-���GLVVHQWLQJ�

���2XU�REOLJDWLRQ�LV�WR�JR�DV�IDU�LQ�DFKLHYLQJ�WKH�JHQHUDO�FRQJUHVVLRQDO�SXUSRVH�DV�WKH
�WH[W�RI�WKH�VWDWXWH�IDLUO\�SUHVFULEHV�DQG�QR�IXUWKHU�����0HUWHQV�Y��+HZLWW�$VVRFV������
�8�6�������������������6FDOLD��-�����>9@DJXH�QRWLRQV�RI�D�VWDWXWH
V�
EDVLF�SXUSRVH
�DUH����
�LQDGHTXDWH�WR�RYHUFRPH�WKH�ZRUGV�RI�LWV�WH[W�UHJDUGLQJ�WKH�VSHFLILF�LVVXH�XQGHU�FRQ�
�VLGHUDWLRQ����HPSKDVLV�RPLWWHG����5RVH�Y��5RVH������8�6�������������������6FDOLD��-��
�FRQFXUULQJ�LQ�SDUW�DQG�FRQFXUULQJ�LQ�WKH�MXGJPHQW���FULWLFL]LQJ�WKH�&RXUW�IRU�DVVXPLQJ
��D�EURDG�SRZHU�WR�OLPLW�FOHDU�WH[W�RQ�WKH�EDVLV�RI�DSSDUHQW�FRQJUHVVLRQDO�SXUSRVH���
����6HH�%HUQDUG�:��%HOO��/HJLVODWLYH�+LVWRU\�:LWKRXW�/HJLVODWLYH�,QWHQW��7KH�3XEOLF

�-XVWLILFDWLRQ�$SSURDFK�WR�6WDWXWRU\�,QWHUSUHWDWLRQ�����2KLR�6W��/�-�����������������
��GLVFXVVLQJ�WKH�JHQHUDOLW\�SUREOHP���)UHGHULFN�6FKDXHU��6WDWXWRU\�&RQVWUXFWLRQ�DQG
�WKH�&RRUGLQDWLQJ�)XQFWLRQ�RI�3ODLQ�0HDQLQJ�������6XS��&W��5HY�������������:KHUH
�GHFLVLRQPDNHUV�DUH�LQVWUXFWHG�LQ�DFFRUGDQFH�ZLWK����VSHFLILF�GLUHFWLYHV��WKHVH�GLUHF�
�WLYHV�DUH�QHFHVVDULO\�DFWXDOO\�RU�SRWHQWLDOO\�ERWK�XQGHU��DQG�RYHU�LQFOXVLYH�YLV�D�YLV
�WKHLU�EDFNJURXQG�MXVWLILFDWLRQV����
����$V�-XGJH�3RVQHU�KDV�WKXV�ZULWWHQ�

�>-@XGJHV�UHDOL]H�LQ�WKHLU�KHDUW�RI�KHDUWV�WKDW�WKH�VXSHUILFLDO�FODULW\�WR�ZKLFK�WKH\
�DUH�UHIHUULQJ�ZKHQ�WKH\�FDOO�WKH�PHDQLQJ�RI�D�VWDWXWH��SODLQ��LV�WUHDFKHURXV
�IRRWLQJ�IRU�LQWHUSUHWDWLRQ��7KH\�NQRZ�WKDW�VWDWXWHV�DUH�SXUSRVLYH�XWWHUDQFHV�DQG
�WKDW�ODQJXDJH�LV�D�VOLSSHU\�PHGLXP�LQ�ZKLFK�WR�HQFRGH�D�SXUSRVH��7KH\�NQRZ
�WKDW�OHJLVODWXUHV��LQFOXGLQJ�WKH�&RQJUHVV�RI�WKH�8QLWHG�6WDWHV��RIWHQ�OHJLVODWH�LQ
�KDVWH��ZLWKRXW�FRQVLGHULQJ�IXOO\�WKH�SRWHQWLDO�DSSOLFDWLRQ�RI�WKHLU�ZRUGV�WR�QRYHO
�VHWWLQJV�

�)ULHGULFK�Y��&LW\�RI�&KLFDJR������)��G������������WK�&LU��������
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�RI�JHQHUDOLW\�DW�ZKLFK�OHJLVODWLRQ�VSHDNV�LQ�RUGHU�WR�PDNH�WKH�WH[�
�WXDO�H[SUHVVLRQ�RI�SROLF\�PRUH�FRQJUXHQW�ZLWK�ZKDW�WKH�PDMRULW\
�ZRXOG�KDYH�ZDQWHG�KDG�LW�FRQIURQWHG�WKH�SUHFLVH�LVVXH����7H[WXDO�
�LVWV��LQ�FRQWUDVW��FKDON�XS�VWDWXWRU\�DZNZDUGQHVV�WR�WKH��XQNQRZ�
�DEOH��H[LJHQFLHV�RI�D�OHJLVODWLYH�SURFHVV�ZLWK�PDQ\�DQG�GLYHUVH�YHWR
�SRLQWV��7KH\�EHOLHYH�WKDW�VPRRWKLQJ�RYHU�WKH�URXJK�HGJHV�LQ�D�VWDW�
�XWH�WKUHDWHQV�WR�XSVHW�ZKDWHYHU�FRPSOLFDWHG�EDUJDLQLQJ�OHG�WR�LWV
�EHLQJ�FDVW�LQ�WKH�WHUPV�WKDW�LW�ZDV����+HQFH��IRU�WH[WXDOLVWV��UHVSHFW�
�LQJ�WKH�OHYHO�RI�JHQHUDOLW\�SUHVHUYHV�WKH�FDUHIXOO\�GHVLJQHG�SURFHVV
�LQ�ZKLFK�YDULHG�JDWHNHHSHUV�PD\�EORFN�RU�VORZ�OHJLVODWLRQ�RU�H[DFW
�D�FRPSURPLVH�DV�WKH�SULFH�RI�DVVHQW�
�:HVW�9LUJLQLD�8QLYHUVLW\�+RVSLWDOV�Y��&DVH\��VXSSOLHV�SHUKDSV�WKH

�FOHDUHVW�H[DPSOH�RI�WKLV�OLQH�RI�GHPDUFDWLRQ��8QGHU����8�6�&�
�"��������������SUHYDLOLQJ�SODLQWLIIV�LQ�FHUWDLQ�W\SHV�RI�FLYLO�ULJKWV�DF�
�WLRQV�DUH�HQWLWOHG�WR�UHFRYHU��D�UHDVRQDEOH�DWWRUQH\
V�IHH���,Q�&D�
�VH\��WKH�SUHYDLOLQJ�SODLQWLII�VRXJKW�WR�UHFRYHU�DV�SDUW�RI�LWV�IHHV�WKH

����7KH�FDVHV�GRLQJ�VR�DUH�OHJLRQ��6HH��H�J���3XE��&LWL]HQ�Y��8�6��'HS
W�RI�-XVWLFH�����
�8�6����������������������&DO��)HG��6DY��	�/RDQ�$VV
Q�Y��*XHUUD������8�6����������
���������$QGHUVRQ�%URV��)RUG�Y��9DOHQFLD������8�6�����������Q������������8QLWHG�6WHHO�
�ZRUNHUV�Y��:HEHU������8�6�������������������7UDLQ�Y��&ROR��3XE��,QWHUHVW�5HVHDUFK
�*URXS��,QF�������8�6����������������8QLWHG�+RXV��)RXQG���,QF��Y��)RUPDQ������8�6������
�������������1DW
O�:RRGZRUN�0IUV��$VV
Q�Y��1/5%������8�6�����������Q����������
�8QLWHG�6WDWHV�Y��3XE��8WLO��&RPP
Q������8�6�������������������-RKDQVHQ�Y��8QLWHG
�6WDWHV������8�6�������������������,QW
O�/RQJVKRUHPHQ
V�8QLRQ�Y��-XQHDX�6SUXFH�&RUS��
�����8�6������������������
����6HH��H�J���5DJVGDOH�Y��:ROYHULQH�:RUOG�:LGH��,QF�������8�6������������������

���/LNH�DQ\�NH\�WHUP�LQ�DQ�LPSRUWDQW�SLHFH�RI�OHJLVODWLRQ��WKH�>UHOHYDQW@�ILJXUH�ZDV�WKH
�UHVXOW�RI�FRPSURPLVH�EHWZHHQ�JURXSV�ZLWK�PDUNHG�EXW�GLYHUJHQW�LQWHUHVWV�LQ�WKH�FRQ�
�WHVWHG�SURYLVLRQ�����&RXUWV�DQG�DJHQFLHV�PXVW�UHVSHFW�DQG�JLYH�HIIHFW�WR�WKHVH�VRUWV�RI
�FRPSURPLVHV�����$UWX]�Y��%HQQHWW������8�6����������������6FDOLD��-����UHIXVLQJ�WR�FRQ�
�VLGHU�YDULRXV��SROLF\�DUJXPHQWV��ZKLOH�HPEUDFLQJ�ZKDW�WKH�&RXUW�YLHZHG�DV��WKH�RQO\
�SHUPLVVLEOH�LQWHUSUHWDWLRQ�RI�WKH�WH[W�ZKLFK�PD\��IRU�DOO�ZH�NQRZ��KDYH�VOLJKWHG�SRO�
�LF\�FRQFHUQV�RQ�RQH�RU�WKH�RWKHU�VLGH�RI�WKH�LVVXH�DV�SDUW�RI�WKH�OHJLVODWLYH�FRPSURPLVH
�WKDW�HQDEOHG�WKH�ODZ�WR�EH�HQDFWHG����VHH�DOVR�2QFDOH�Y��6XQGRZQHU�2IIVKRUH�6HUYV��
�,QF�������8�6�����������������6FDOLD��-�����>6@WDWXWRU\�SURKLELWLRQV�RIWHQ�JR�EH\RQG�WKH
�SULQFLSDO�HYLO�WR�FRYHU�UHDVRQDEO\�FRPSDUDEOH�HYLOV��DQG�LW�LV�XOWLPDWHO\�WKH�SURYLVLRQV
�RI�RXU�ODZV�UDWKHU�WKDQ�WKH�SULQFLSDO�FRQFHUQV�RI�RXU�OHJLVODWRUV�E\�ZKLFK�ZH�DUH�JRY�
�HUQHG�����%URJDQ�Y��8QLWHG�6WDWHV������8�6�������������������6FDOLD��-����REVHUYLQJ��WKH
�UHDOLW\�WKDW�WKH�UHDFK�RI�D�VWDWXWH�RIWHQ�H[FHHGV�WKH�SUHFLVH�HYLO�WR�EH�HOLPLQDWHG��DQG
�H[SODLQLQJ�WKDW��LW�LV�QRW��DQG�FDQQRW�EH��RXU�SUDFWLFH�WR�UHVWULFW�WKH�XQTXDOLILHG�ODQ�
�JXDJH�RI�D�VWDWXWH�WR�WKH�SDUWLFXODU�HYLO�WKDW�&RQJUHVV�ZDV�WU\LQJ�WR�UHPHG\�HYHQ�DV�
�VXPLQJ�WKDW�LW�LV�SRVVLEOH�WR�LGHQWLI\�WKDW�HYLO�IURP�VRPHWKLQJ�RWKHU�WKDQ�WKH�WH[W�RI
�WKH�VWDWXWH�LWVHOI���
�������8�6������������
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�IHHV�RI�H[SHUWV�ZKR�ZHUH�HQJDJHG�WR�DVVLVW�LQ�SUHSDULQJ�WKH�ODZVXLW
�DQG�WR�WHVWLI\�DW�WULDO��8QGHU�PRGHUQ�WH[WXDOLVP��RI�FRXUVH��RQH
�FRXOG�QRW�VD\�WKDW�WKH�PDWWHU�EHJLQV�DQG�HQGV�ZLWK�WKH�FRQFOXVLRQ
�WKDW�DQ��H[SHUW�IHH��LV�OLWHUDOO\�QRW�DQ��DWWRUQH\
V�IHH���$W�OHDVW�RQH
�ZRXOG�QHHG�WR�FRQVLGHU�ZKHWKHU�WKH�SKUDVH��DWWRUQH\
V�IHH��LV�D
�WHUP�RI�WKH�WUDGH�WKDW�LQFOXGHV�PRUH�WKDQ�D�ODZ\HU
V�ELOODEOH�KRXUV�
�$V�XVHG�LQ�WKH�OHJDO�SURIHVVLRQ��WKDW�WHUP�PLJKW�LQ�IDFW�HQFRPSDVV
�PDQ\�LWHPV�HVVHQWLDO�WR�D�UHSUHVHQWDWLRQ�VXFK�DV�SDUDOHJDO�VHU�
�YLFHV��VHFUHWDULDO�VHUYLFHV��PHVVHQJHUV��SKRWRFRS\LQJ��:HVWODZ
�FKDUJHV��DQG�VR�IRUWK����+HQFH��WKH�RSHUDWLYH�SKUDVH�KDV�DQ�XQGHUO\�
�LQJ�DPELJXLW\�WKDW�PXVW�EH�UHVROYHG�E\�FRQVLGHULQJ�WKH�SKUDVH�LQ
�FRQWH[W�

�-XVWLFH�6FDOLD
V�RSLQLRQ�IRU�WKH�&RXUW�LQ�&DVH\�IRXQG�WKH�VHPDQ�
�WLF�FRQWH[W�GHFLVLYH��FUHGLWLQJ�HYLGHQFH�RI�WKH�ZD\�D�UHDVRQDEOH�SHU�
�VRQ�ZRXOG�KDYH�XVHG�WKH�UHOHYDQW�ODQJXDJH�LQ�FRQWH[W��+LV�RSLQLRQ
�HPSKDVL]HG�WKH�IDFW�WKDW�FRXQWOHVV�RWKHU�IHH�VKLIWLQJ�VWDWXWHV�
�VRPH�HQDFWHG�EHIRUH�DQG�VRPH�DIWHU�"������KDG�H[SOLFLWO\�SUR�
�YLGHG�IRU��DWWRUQH\
V�IHHV��DQG��H[SHUW�IHHV��DV�VHSDUDWH�LWHPV�RI
�UHFRYHU\���8QGHU�WKH�PD[LP�H[SUHVVLR�XQLXV�HVW�H[FOXVLR�DOWHULXV�
��LW�LV�JHQHUDOO\�SUHVXPHG�WKDW�&RQJUHVV�DFWV�LQWHQWLRQDOO\�DQG�SXU�
�SRVHO\�LQ�WKH�GLVSDUDWH�LQFOXVLRQ�RU�H[FOXVLRQ��RI�SDUWLFXODU�VWDWX�
�WRU\�ODQJXDJH����$FFRUGLQJO\��WKH�&RXUW�KHOG�WKDW�WKH�UHOHYDQW
��VWDWXWRU\�XVDJH�VKRZV�EH\RQG�TXHVWLRQ�WKDW�DWWRUQH\
V�IHHV�DQG
�H[SHUW�IHHV�DUH�GLVWLQFW�LWHPV�RI�H[SHQVH�����$OWKRXJK�DFNQRZOHGJ�
�LQJ�WKDW�WKH�UHVXOWLQJ�HPSKDVLV�RQ�XVDJH�PDGH�WKH�SROLF\�RI�"�����
�LQFRQJUXHQW�ZLWK�WKDW�RI�VLPLODU�IHH�VKLIWLQJ�VWDWXWHV��WKH�&RXUW�H[�
�SODLQHG�WKDW�LQWHUSUHWLQJ�D�VWDWXWH�WR�SURPRWH�SROLF\�FRKHUHQFH�ZDV
�D�SHUPLVVLEOH�MXGLFLDO�IXQFWLRQ�ZKHUH��D�VWDWXWRU\�WHUP����LV
�DPELJXRXV�����:KHUH�FRQVLGHUDWLRQ�RI�WKH�VHPDQWLF�FRQWH[W�SRLQWV
�FOHDUO\�WR�D�SDUWLFXODU�PHDQLQJ��WKH�&RXUW�VWUHVVHG�WKDW��LW�LV�QRW
�RXU�IXQFWLRQ�WR�HOLPLQDWH�FOHDUO\�H[SUHVVHG�LQFRQVLVWHQF\�RI�SROLF\
�DQG�WR�WUHDW�DOLNH�VXEMHFWV�WKDW�GLIIHUHQW�&RQJUHVVHV�KDYH�FKRVHQ�WR

����6HH�0LVVRXUL�Y��-HQNLQV������8�6����������������������KROGLQJ�WKDW�YDULRXV�LWHPV
�RWKHU�WKDQ�ELOODEOH�DWWRUQH\�KRXUV��LQFOXGLQJ�SDUDOHJDO�IHHV��FRXOG�EH�UHFRYHUHG�DV
��WUDGLWLRQDO��HOHPHQWV�RI�DQ�DWWRUQH\
V�IHHV��
���6HH�&DVH\������8�6��DW�������
����5XVVHOOR�Y��8QLWHG�6WDWHV������8�6�����������������TXRWLQJ�8QLWHG�6WDWHV�Y��:RQJ

�.LP�%R������)��G������������WK�&LU���������
����&DVH\������8�6��DW�����HPSKDVLV�DGGHG��
����,G��DW�����
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�WUHDW�GLIIHUHQWO\�����,Q�VKRUW��LQ�DVFULELQJ�PHDQLQJ�WR�WKH�WHUP��DW�
�WRUQH\
V�IHH���-XVWLFH�6FDOLD�IDYRUHG�HVWDEOLVKHG�FRQJUHVVLRQDO�XV�
�DJH�RYHU�DUJXPHQWV�IURP�FRQJUHVVLRQDO�SROLF\�LQ�GHWHUPLQLQJ
�ZKLFK�HOHPHQWV�RI�VWDWXWRU\�FRQWH[W�WR�WUHDW�DV�GHWHUPLQDWLYH�
�)RU�WKH�FODVVLFDO�LQWHQWLRQDOLVW��KRZHYHU��D�FOHDU�SDWWHUQ�RI�XVDJH

�ZRXOG�QRW�HQG�WKH�PDWWHU��LW�ZRXOG�VWLOO�UHPDLQ�QHFHVVDU\�WR�PHDV�
�XUH�WKH�SKUDVH��DWWRUQH\
V�IHH��DJDLQVW�WKH�SROLF\�LPSXOVHV�WKDW�DS�
�SDUHQWO\�XQGHUOD\�WKH�PDMRULW\
V�HQDFWPHQW�RI�WKH�VSHFLILF�OHJLVOD�
�WLRQ��,Q�KLV�GLVVHQWLQJ�RSLQLRQ�LQ�&DVH\��-XVWLFH�6WHYHQV�WKXV
�FULWLFL]HG�WKH�&RXUW�IRU��SXW>WLQJ@�RQ�LWV�WKLFN�JUDPPDULDQ
V�VSHFWD�
�FOHV�DQG�LJQRU>LQJ@�WKH�DYDLODEOH�HYLGHQFH�RI�FRQJUHVVLRQDO�SXUSRVH
�DQG�WKH�WHDFKLQJ�RI�SULRU�FDVHV��
��,Q�SDUWLFXODU��KH�UHDVRQHG�WKDW�LI
�D�SUHYDLOLQJ�SODLQWLII�FRXOG�UHFRYHU�D�UHDVRQDEOH��DWWRUQH\
V�IHH���LW
�PDGH�QR�VHQVH�WR�GHQ\�WKH�SODLQWLII�VLPLODU�UHFRYHU\�IRU�DQ�H[SHUW�
�ZKRVH�VHUYLFHV�PHUHO\�SURYLGHG�D�ORZHU�FRVW�VXEVWLWXWH�IRU�DWWRUQH\
�WLPH����0RUHRYHU��EHFDXVH�WKH�&RXUW�KDG�SUHYLRXVO\�UHFRJQL]HG�WKDW
�D�SUHYDLOLQJ�SODLQWLII�FRXOG�UHFRYHU�SDUDOHJDO�IHHV�DQG�RWKHU�FRVWV�RI
�UHSUHVHQWDWLRQ�XQGHU�"�������LW�ZRXOG�VXUHO\�DSSHDU�DUELWUDU\�QRW�WR
�DOORZ�WKH�UHFRYHU\�RI�H[SHUW�IHHV�QHHGHG�WR�PDNH�WKH�OHJDO�UHSUH�
�VHQWDWLRQ�HIIHFWLYH����,Q�DGGLWLRQ��QR�RQH�GLVSXWHG�WKDW�&RQJUHVV
�HQDFWHG�"������WR�RYHUWXUQ�WKH�&RXUW
V�GHFLVLRQ�LQ�$O\HVND�3LSHOLQH
�6HUYLFH�&R��Y��:LOGHUQHVV�6RFLHW\����ZKLFK�KDG�UHMHFWHG�WKH�IHGHUDO
�FRXUWV
�FRPPRQ�ODZ�SUDFWLFH�RI�VKLIWLQJ�OLWLJDWLRQ�FRVWV�LQ�FHUWDLQ
�IHGHUDO�FDVHV��%HFDXVH�WKH�SUH�$O\HVND�UHJLPH�KDG�VKLIWHG�DWWRU�
�QH\
V�IHHV�DQG�H[SHUW�IHHV��-XVWLFH�6WHYHQV�WKRXJKW�LW�IDLU�WR�LQIHU
�WKDW�"�����
V�SXUSRVH�ZDV�WR�UHVWRUH�WKH�VWDWXV�TXR�DQWH����)LQDOO\�
�DOWKRXJK�WKH�GLVVHQW�GLG�QRW�PHQWLRQ�WKH�SRLQW��EHFDXVH�&RQJUHVV
�KDG�SURYLGHG�IRU�WKH�UHFRYHU\�RI�H[SHUW�IHHV�LQ�YLUWXDOO\�HYHU\
�RWKHU�LPSRUWDQW�IHH�VKLIWLQJ�VWDWXWH��RQH�PLJKW�WKLQN�LW�DUELWUDU\�WR

����,G��DW�����

����,G��DW������6WHYHQV��-���GLVVHQWLQJ��
����,G��DW���������6WHYHQV��-���GLVVHQWLQJ�
����6HH�LG��DW����������������6WHYHQV��-���GLVVHQWLQJ����7R�DOORZ�UHLPEXUVHPHQW�RI

�WKHVH�RWKHU�FDWHJRULHV�RI�H[SHQVHV��DQG�\HW�QRW�WR�LQFOXGH�H[SHUW�ZLWQHVV�IHHV��LV�ERWK
�DUELWUDU\�DQG�FRQWUDU\�WR�WKH�EURDG�UHPHGLDO�SXUSRVH�WKDW�LQVSLUHG�WKH�IHH�VKLIWLQJ
�SURYLVLRQ�RI�"���������
�������8�6�������������
����&DVH\������8�6��DW���������6WHYHQV��-���GLVVHQWLQJ���7KH�SXUSRVH�RI�RYHUWXUQLQJ�$O�

�\HVND�DQG�SURYLGLQJ�IXOO�UHFRYHU\�RI�OLWLJDWLRQ�H[SHQVHV��PRUHRYHU��IRXQG�VXSSRUW�LQ
�WKH�FRPPLWWHH�UHSRUWV�LQ�ERWK�+RXVHV��6HH�LG��DW���������6WHYHQV��-���GLVVHQWLQJ��
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�UHDG�LQWR�"������DQ�XQH[SODLQHG�GHSDUWXUH�IURP�DQ�RWKHUZLVH�FOHDU
�SDWWHUQ�RI�FRQJUHVVLRQDO�SROLF\�SUHIHUHQFHV���
�6LPSO\�SXW��WH[WXDOLVWV�EHOLHYH�WKDW�WKH�LPSXOVH�WR�PDNH�WKH�VH�

�PDQWLF�GHWDLOV�RI�D�VWDWXWH�PRUH�FRKHUHQW�ZLWK�LWV�DSSDUHQW�DQLPDW�
�LQJ�SROLF\�WKH�LPSXOVH�WKDW�XQGHUOLHV�FODVVLF�LQWHQWLRQDOLVP�
�SRVHV�WRR�JUHDW�D�ULVN�WR�ZKDWHYHU�OHJLVODWLYH�EDUJDLQ�RU�EDUJDLQV
�ZHUH�QHHGHG�WR�HQVXUH�HQDFWPHQW���3XW�GLIIHUHQWO\��WKH\�EHOLHYH

����6HH�7��$OH[DQGHU�$OHLQLNRII�	�7KHRGRUH�0��6KDZ��7KH�&RVWV�RI�,QFRKHUHQFH��$
�&RPPHQW�RQ�3ODLQ�0HDQLQJ��:HVW�9LUJLQLD�8QLYHUVLW\�+RVSLWDOV��,QF��Y��&DVH\��DQG
�'XH�3URFHVV�RI�6WDWXWRU\�,QWHUSUHWDWLRQ�����9DQG��/��5HY���������������������
����$OWKRXJK�VRPHZKDW�WDQJHQWLDO�WR�WKH�SUHVHQW�FRPSDULVRQ�RI�PRGHUQ�WH[WXDOLVP

�DQG�FODVVLFDO�LQWHQWLRQDOLVP��LW�LV�ZRUWK�QRWLQJ�WKDW�WKH�WH[WXDOLVWV
�SUHIHUHQFH�IRU�D
�VWDWXWH
V�OHWWHU�RYHU�LWV�VSLULW�GRHV�QRW�KLQJH�RQ�WKH�GLVWLQFWLRQ�EHWZHHQ�REMHFWLYH�DQG
�VXEMHFWLYH�LQWHQW��5DWKHU��WKH�OHJLVODWLYH�SURFHVV�FRQFHUQV�WKDW�LQIRUP�WH[WXDOLVP�FXW
�PRUH�GHHSO\��,Q�WKLV�UHJDUG��LW�LV�KHOSIXO�WR�FRQWUDVW�WH[WXDOLVP�ZLWK�DQRWKHU�SRVW�
�UHDOLVW�UHVSRQVH�WR�FODVVLFDO�LQWHQWLRQDOLVP�WKH�/HJDO�3URFHVV�VFKRRO�IRXQGHG�E\
�+HQU\�+DUW�DQG�$OEHUW�6DFNV�DW�+DUYDUG�/DZ�6FKRRO��6HH�+HQU\�0��+DUW��-U��	�$O�
�EHUW�0��6DFNV��7KH�/HJDO�3URFHVV��%DVLF�3UREOHPV�LQ�WKH�0DNLQJ�DQG�$SSOLFDWLRQ�RI
�/DZ����������:LOOLDP�1��(VNULGJH��-U��	�3KLOLS�3��)ULFNH\�HGV����������VHH�DOVR�:LO�
�OLDP�1��(VNULGJH��-U��	�3KLOLS�3��)ULFNH\��7KH�0DNLQJ�RI�7KH�/HJDO�3URFHVV������+DUY�
�/��5HY���������������GLVFXVVLQJ�WKH�VWURQJ�SRVW�ZDU�LQIOXHQFH�RI�WKH�/HJDO�3URFHVV�PD�
�WHULDOV���0XFK�OLNH�PRGHUQ�WH[WXDOLVWV��+DUW�DQG�6DFNV�VXEVFULEHG�WR�WKH�IDLWKIXO�DJHQW
�WKHRU\�ZKLOH�VLPXOWDQHRXVO\�UHMHFWLQJ�WKH�LGHD�WKDW��WKH�FRXUW
V�IXQFWLRQ�LV�WR�DVFHUWDLQ
�WKH�LQWHQWLRQ�RI�WKH�OHJLVODWXUH�ZLWK�UHVSHFW�WR�WKH�PDWWHU�LQ�LVVXH���+DUW�	�6DFNV��VX�
�SUD��DW�������VHH�DOVR�LG���DFNQRZOHGJLQJ�WKDW�LQWHUSUHWHUV�LQ�RXU�V\VWHP�PXVW
��>U@HVSHFW�WKH�SRVLWLRQ�RI�WKH�OHJLVODWXUH�DV�WKH�FKLHI�SROLF\�GHWHUPLQLQJ�DJHQF\�RI�WKH
�VRFLHW\��VXEMHFW�RQO\�WR�WKH�OLPLWDWLRQV�RI�WKH�FRQVWLWXWLRQ����$OVR�OLNH�PRGHUQ�WH[WXDO�
�LVWV��+DUW�DQG�6DFNV�SURSRVHG�DQ�REMHFWLYH�UDWKHU�WKDQ�VXEMHFWLYH�VWDQGDUG�IRU�UHDGLQJ
�WKH�ZRUN�SURGXFW�RI�WKH�OHJLVODWXUH��,Q�SDUWLFXODU��DIWHU�FRQVLGHULQJ�D�YDULHW\�RI�LQWHU�
�SUHWLYH�UHVRXUFHV��LQFOXGLQJ�WKH�VWDWXWRU\�WH[W��FDQRQV�RI�LQWHUSUHWDWLRQ��DQG�WKH�JHQ�
�HUDO�SXUSRVHV�UHYHDOHG�E\�DQ\�UHOHYDQW�OHJLVODWLYH�KLVWRU\���LQWHUSUHWHUV�ZHUH�WR�DVN
�KRZ��UHDVRQDEOH�SHUVRQV�SXUVXLQJ�UHDVRQDEOH�SXUSRVHV�UHDVRQDEO\��ZRXOG�KDYH
�VROYHG�WKH�SUREOHP�DGGUHVVHG�E\�WKH�VWDWXWH��,G��DW�������(YHQ�LI�RQH�FRXOG�QRW�NQRZ
�WKH�VXEMHFWLYH�LQWHQW�RI�WKH�PXOWL�PHPEHU�OHJLVODWXUH�WKDW�HQDFWHG�WKH�ODZ��RQH�FRXOG
�DWWHPSW�WR�DVFULEH�WR�WKH�OHJLVODWXUH�WKH�SROLF\�SUHIHUHQFHV�WKDW�D�UHDVRQDEOH�SHUVRQ
�ZRXOG�KROG�LQ�WKH�VXUURXQGLQJ�FLUFXPVWDQFHV��7KLV�DSSURDFK��RI�FRXUVH��DWWHPSWV�WR
�HUHFW�DQ�REMHFWLYH�FRQVWUXFW�QR�OHVV�WKDQ�GRHV�WKH�WH[WXDOLVWV
�VWUDWHJ\�RI�DVNLQJ�KRZ�D
��UHDVRQDEOH�XVHU�RI�ZRUGV��ZRXOG�KDYH�UHDG�WKH�VWDWXWH�DV�DSSOLHG�WR�WKH�SUREOHP�DW
�KDQG��(DVWHUEURRN��VXSUD�QRWH����DW�����$QG��LQ�FRQWUDVW�ZLWK�WH[WXDOLVP��WKH�/HJDO
�3URFHVV�VFKRRO
V�IRFXV�RQ�WKH��UHDVRQDEOH�SROLF\PDNHU��DWWUDFWLYHO\�SUHVXSSRVHV�WKDW
�DQ�LQWHUSUHWHU�FDQ�UHVSHFW�WKH�EDFNJURXQG�FRQVWLWXWLRQDO�SUHFHSW�RI�OHJLVODWLYH�VX�
�SUHPDF\�ZKLOH�DOVR�PDNLQJ�VWDWXWRU\�ODZ�PRUH�FRKHUHQW�DQG�UDWLRQDO��$V�3URIHVVRU
�5DGLQ�H[SODLQHG�LQ�DQ�LQIOXHQWLDO�DUWLFOH�WKDW�KHOSHG�IUDPH�WKH�/HJDO�3URFHVV�DS�
�SURDFK���>W@R�VD\�WKDW�WKH�OHJLVODWXUH�LV�
SUHVXPHG
�WR�KDYH�VHOHFWHG�LWV�SKUDVHRORJ\
�ZLWK�PHWLFXORXV�FDUH�DV�WR�HYHU\�ZRUG�LV�LQ�GLUHFW�FRQWUDGLFWLRQ�RI�NQRZQ�IDFWV�DQG�LQ�
�MHFWV�DQ�LPSURSHU�HOHPHQW�LQWR�WKH�UHODWLRQ�RI�FRXUWV�WR�WKH�VWDWXWHV���0D[�5DGLQ��$
�6KRUW�:D\�ZLWK�6WDWXWHV�����+DUY��/��5HY������������������
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�WKDW�WKH�UHDVRQDEOH�UHDGHU�VWDQGDUG�VXSSOLHV�WKH�EHVW��DQG�LQGHHG
�WKH�RQO\�PHDQLQJIXO��ZD\�WR�WDNH�VHULRXVO\�D�OHJLVODWLYH�SURFHVV�WKDW
�KDV�PDQ\�WZLVWV�DQG�WXUQV��WKDW�JLYHV�WKH�PRVW�LQWHQVHO\�LQWHUHVWHG
�RU�HYHQ�RXWO\LQJ�OHJLVODWLYH�DFWRUV�PDQ\�RSSRUWXQLWLHV�WR�VWRS��VORZ�
�RU�UHVKDSH�LQLWLDWLYHV�WKDW�KDYH�DSSDUHQW�PDMRULW\�VXSSRUW��DQG�WKDW
�HPSKDVL]HV�WKH�OHJLVODWLYH�PDMRULW\
V�QHHG�WR�FRPSURPLVH�DV�D�ZD\
�WR�VHFXUH�D�ELOO
V�SDVVDJH��7KH�UHVXOWV�RI�VXFK�D�SURFHVV�DUH�OLNHO\�WR
�ORRN�DZNZDUG�IRU�UHDVRQV�KDYLQJ�QRWKLQJ�WR�GR�ZLWK�IDLOXUHV�RI
�KXPDQ�IRUHVLJKW�RU�ODSVHV�LQ�GUDIWLQJ�VNLOO��$FFRUGLQJO\��IRU�WH[WXDO�
�LVWV��DQ\�DWWHPSW�WR�RYHUOD\�FRKHUHQFH�RQ�D�VWDWXWRU\�WH[W�WKDW�RWK�
�HUZLVH�VHHPV�WR�KDYH�SUREOHPV�RI�ILW�XQDFFHSWDEO\�WKUHDWHQV�WR�XQ�
�GHUPLQH�WKH�EDUJDLQLQJ�SURFHVV�WKDW�SURGXFHG�LW�
�$�UHFHQW�FDVH�VKDUSO\�LOOXVWUDWHV�WKLV�PRUH�DIILUPDWLYH�YHUVLRQ�RI

�WKH�OHJLVODWLYH�SURFHVV�MXVWLILFDWLRQ�IRU�WH[WXDOLVP��,Q�%DUQKDUW�Y�
�6LJPRQ�&RDO�&R������WKH�&RXUW�HQIRUFHG�WKH�UXOHV�HPEHGGHG�LQ�D
�FOHDU�VWDWXWRU\�WH[W�HYHQ�WKRXJK�LW�UHTXLUHG�DQ�RXWFRPH�WKDW�D�UHD�
�VRQDEOH�SHUVRQ�ZRXOG�DVVXUHGO\�ILQG�DEVXUG�LQ�OLJKW�RI�WKH�VWDWXWH
V
�XQGHUO\LQJ�SXUSRVH��7R�DGGUHVV�WKH�SRWHQWLDO�LQVROYHQF\�RI�FRDO�LQ�
�GXVWU\�UHWLUHPHQW�SODQV�LPSRVHG�E\�D�VHULHV�RI�FROOHFWLYH�EDUJDLQLQJ
�DJUHHPHQWV��&RQJUHVV�HQDFWHG�WKH�&RDO�,QGXVWU\�5HWLUHH�+HDOWK
�%HQHILW�$FW�RI���������7KH�$FW�LPSRVHG�FRQWULEXWLRQ�UHTXLUHPHQWV
�RQ�WZR�FODVVHV�RI�EXVLQHVVHV��ILUVW��RQ��VLJQDWRU\�RSHUDWRUV��FRDO
�RSHUDWRUV�ZKR�KDG�VLJQHG�DQ\�RI�WKH�SUHYLRXV�SHQVLRQ�DJUHHPHQWV�
�DQG�VHFRQG��RQ��UHODWHG�SHUVRQV��FRPSDQLHV�WKDW�KDG�HQMR\HG

�$V�,�KDYH�H[SODLQHG�LQ�JUHDWHU�GHWDLO�LQ�SULRU�ZULWLQJ��PRGHUQ�WH[WXDOLVWV�EHOLHYH
�WKDW�UHO\LQJ�RQ�WKH��UHDVRQDEOH�SROLF\PDNHU��FRQVWUXFW�WR�LPSRVH�VWDWXWRU\�FRKHUHQFH
�XQGHUYDOXHV�WKH�LPSRUWDQFH�RI�UHVSHFWLQJ�RIWHQ�XQSULQFLSOHG�FRPSURPLVHV�WKDW
�HPHUJH�LQ�WKH�WH[W�IURP�D�FKDRWLF�DQG�RSDTXH�OHJLVODWLYH�SURFHVV��6HH�0DQQLQJ��VXSUD
�QRWH�����DW�������7KLV�FRQYLFWLRQ��DV�,�KDYH�DUJXHG��KDV�URRWV�LQ�WKH�FRQVWLWXWLRQDO
�VWUXFWXUH��6HH�LG��DW����������%\�LPSRVLQJ�DQ�HIIHFWLYH�VXSHUPDMRULW\�UHTXLUHPHQW�IRU
�WKH�HQDFWPHQW�RI�OHJLVODWLRQ��WKH�FRQVWLWXWLRQDOO\�PDQGDWHG�OHJLVODWLYH�SURFHVV�RI�EL�
�FDPHUDOLVP�DQG�SUHVHQWPHQW�JLYHV�SROLWLFDO�PLQRULWLHV�H[WUDRUGLQDU\�SRZHU�WR�EORFN
�OHJLVODWLRQ�RU��PRUH�LPSRUWDQWO\��WR�LQVLVW�XSRQ�FRPSURPLVH�DV�WKH�SULFH�RI�DVVHQW��6HH
�LG��DW����������7KLV�WHQGHQF\��PRUHRYHU��LV�UHLQIRUFHG�E\�WKH�SUHYLRXVO\�GLVFXVVHG
�SURFHGXUDO�KXUGOHV�LQKHUHQW�LQ�H[LVWLQJ�OHJLVODWLYH�SUDFWLFH��6HH�VXSUD�WH[W�DFFRPSDQ\�
�LQJ�QRWHV��������$W�OHDVW�ZKHQ�D�VWDWXWH�LV�RWKHUZLVH�FOHDU�LQ�FRQWH[W��WH[WXDOLVWV�EH�
�OLHYH�WKDW�LPSRVLQJ�FRKHUHQW�SROLF\�DW�WKH�H[SHQVH�RI�VHPDQWLF�GHWDLO�WKUHDWHQV�WR�GL�
�OXWH�WKH�PLQRULW\
V�FRQVWLWXWLRQDOO\�RUGDLQHG�SUHURJDWLYH�WR�FRPSHO�WKH�PDMRULW\�WR
�DFFHSW�KDOI�D�ORDI�
��������8�6�������������
�������8�6�&��""������������������
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�VSHFLILHG�IRUPV�RI�EXVLQHVV�DIILOLDWLRQ�ZLWK�VLJQDWRU\�RSHUDWRUV���,Q
�%DUQKDUW��WKH�&RPPLVVLRQHU�RI�6RFLDO�6HFXULW\�KDG�LPSRVHG�OLDELO�
�LW\�RQ�WKH�UHVSRQGHQW�FRDO�FRPSDQ\��ZKLFK�ZDV�QHLWKHU�D�VLJQDWRU\
�RSHUDWRU�QRU�D�UHODWHG�SHUVRQ�EXW�ZDV�D�VXFFHVVRU�LQ�LQWHUHVW�WR�D
�VLJQDWRU\�RSHUDWRU��E\�YLUWXH�RI�KDYLQJ�ERXJKW�D�VLJQDWRU\
V�PLQLQJ
�DVVHWV���$OWKRXJK�WKH�$FW�H[SOLFLWO\�LPSRVHG�OLDELOLW\�RQ�VXFFHVVRUV
�LQ�LQWHUHVW�WR�UHODWHG�SHUVRQV��LW�PDGH�QR�VXFK�SURYLVLRQ�IRU�VXFFHV�
�VRUV�LQ�LQWHUHVW�WR�WKH�VLJQDWRU\�RSHUDWRUV�WKHPVHOYHV���$SSO\LQJ
�VHWWOHG�SULQFLSOHV�RI�VWDWXWRU\�FRQVWUXFWLRQ����WKH�&RXUW�UHDVRQHG
�WKDW��>Z@KHUH�&RQJUHVV�ZDQWHG�WR�SURYLGH�VXFFHVVRU�OLDELOLW\�LQ
�WKH�����$FW��LW�GLG�VR�H[SOLFLWO\����+HQFH��D�VXFFHVVRU�LQ�LQWHUHVW�WR�D
�VLJQDWRU\�RSHUDWRU�ZDV�QRW�OLDEOH�IRU�UHWLUHH
V�SHQVLRQV�XQGHU�WKH
�$FW�

�7KH�&RPPLVVLRQHU�RI�6RFLDO�6HFXULW\��WKH�RIILFLDO�FKDUJHG�ZLWK
�DGPLQLVWHULQJ�WKH�$FW��DUJXHG�WKDW�VXFK�DQ�LQWHUSUHWDWLRQ�SURGXFHG
�DEVXUG�UHVXOWV��6SHFLILFDOO\��WKH�&RXUW
V�UHDGLQJ�UHOLHYHG�D�GLUHFW
�VXFFHVVRU�RI�DQ\�UHVSRQVLELOLW\�IRU�D�VLJQDWRU\
V�EHQHILFLDULHV��ZKLOH
�LPSRVLQJ�VXFK�UHVSRQVLELOLW\�RQ��D�PRUH�GLVWDQWO\�UHODWHG�VXFFHVVRU
�LQ�LQWHUHVW�RI�D�FRUSRUDWH�DIILOLDWH�RI�D�VLJQDWRU\�RSHUDWRU�����,Q�
�GHHG��LI�D�VLJQDWRU\�FRDO�RSHUDWRU�KDG�EHHQ�DIILOLDWHG�ZLWK�D�GDLU\
��VXFK�WKDW�WKH�GDLU\�ZDV�D��UHODWHG�SHUVRQ����DQG�LI�HDFK�FRPSDQ\
�WKHQ�VROG�LWV�DVVHWV�WR�GLIIHUHQW�EX\HUV��WKH�$FW�ZRXOG�DVVLJQ�ILQDQ�

����,G��"������F�������������,Q�SDUWLFXODU��WKH�VWDWXWH�SURYLGHV�WKDW��D�SHUVRQ�VKDOO�EH
�FRQVLGHUHG�WR�EH�D�UHODWHG�SHUVRQ�WR�D�VLJQDWRU\�RSHUDWRU�LI�WKDW�SHUVRQ��IDOOV�ZLWKLQ
�RQH�RI�IROORZLQJ�FDWHJRULHV�

��L��D�PHPEHU�RI�WKH�FRQWUROOHG�JURXS�RI�FRUSRUDWLRQV��ZLWKLQ�WKH�PHDQLQJ�RI
�VHFWLRQ����D���ZKLFK�LQFOXGHV�VXFK�VLJQDWRU\�RSHUDWRU�
��LL��D�WUDGH�RU�EXVLQHVV�ZKLFK�LV�XQGHU�FRPPRQ�FRQWURO��DV�GHWHUPLQHG�XQGHU
�VHFWLRQ����E���ZLWK�VXFK�VLJQDWRU\�RSHUDWRU��RU
��LLL��DQ\�RWKHU�SHUVRQ�ZKR�LV�LGHQWLILHG�DV�KDYLQJ�D�SDUWQHUVKLS�LQWHUHVW�RU�MRLQW
�YHQWXUH�ZLWK�D�VLJQDWRU\�RSHUDWRU�LQ�D�EXVLQHVV�ZLWKLQ�WKH�FRDO�LQGXVWU\��EXW
�RQO\�LI�VXFK�EXVLQHVV�HPSOR\HG�HOLJLEOH�EHQHILFLDULHV��H[FHSW�WKDW�WKLV�FODXVH
�VKDOO�QRW�DSSO\�WR�D�SHUVRQ�ZKRVH�RQO\�LQWHUHVW�LV�DV�D�OLPLWHG�SDUWQHU�

�,G�

����6HH�LG��"������F�����$�����������$�UHODWHG�SHUVRQ�VKDOO�DOVR�LQFOXGH�D�VXFFHVVRU�LQ
�LQWHUHVW�WR�DQ\�SHUVRQ�GHVFULEHG�LQ�>WKH�
UHODWHG�SHUVRQV
�GHILQLWLRQ@�LQ�FODXVH��L����LL��
�RU��LLL�����
����6HH�VXSUD�QRWH����DQG�DFFRPSDQ\LQJ�WH[W�
����%DUQKDUW������8�6��DW��������
���,G��DW�����
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�FLDO�UHVSRQVLELOLW\�IRU�WKH�VLJQDWRU\
V�UHWLUHHV�WR�WKH�GDLU\
V�VXFFHV�
�VRU��EXW�QRW�WR�WKH�VLJQDWRU\
V�VXFFHVVRU���
�$OWKRXJK�LW�GLG�QRW�GHQ\�WKH�RGGLW\�RI�WKH�UHVXOW��WKH�&RXUW�GLG

�QRW�WU\�WR�MXVWLI\�WKH�VWDWXWRU\�GLVWLQFWLRQ�LQ�WHUPV�RI�DQ\�SXEOLF�SRO�
�LF\�UHODWHG�WR�WKH�$FW��,QVWHDG��WKH�&RXUW�UHOLHG�GLUHFWO\�XSRQ�WKH
�SURFHGXUDO�FRQVLGHUDWLRQV�WKDW�PLJKW�KDYH�SURGXFHG�WKH�RXWFRPH
�LQ�TXHVWLRQ�

�>1@HJRWLDWLRQV�VXUURXQGLQJ�HQDFWPHQW�RI�WKLV�ELOO�WHOO�D�W\SLFDO
�VWRU\�RI�OHJLVODWLYH�EDWWOH�DPRQJ�LQWHUHVW�JURXSV��&RQJUHVV��DQG
�WKH�3UHVLGHQW��,QGHHG��WKLV�OHJLVODWLRQ�IDLOHG�WR�HDVH�WHQVLRQV
�DPRQJ�PDQ\�RI�WKH�LQWHUHVWHG�SDUWLHV��,WV�GHOLFDWH�FUDIWLQJ�UH�
�IOHFWHG�D�FRPSURPLVH�DPLGVW�KLJKO\�LQWHUHVWHG�SDUWLHV�DWWHPSWLQJ
�WR�SXOO�WKH�SURYLVLRQV�LQ�GLIIHUHQW�GLUHFWLRQV��$V�VXFK��D�FKDQJH�LQ
�DQ\�LQGLYLGXDO�SURYLVLRQ�FRXOG�KDYH�XQUDYHOHG�WKH�ZKROH��,W�LV
�TXLWH�SRVVLEOH�WKDW�D�ELOO�WKDW�DVVLJQHG�OLDELOLW\�WR�VXFFHVVRUV�RI
�VLJQDWRU\�RSHUDWRUV�ZRXOG�QRW�KDYH�VXUYLYHG�WKH�OHJLVODWLYH�SURF�
�HVV��7KH�GHDOV�EURNHUHG�GXULQJ�D�&RPPLWWHH�PDUNXS��RQ�WKH
�IORRU�RI�WKH�WZR�+RXVHV��GXULQJ�D�MRLQW�+RXVH�DQG�6HQDWH�&RQ�
�IHUHQFH��RU�LQ�QHJRWLDWLRQV�ZLWK�WKH�3UHVLGHQW�DUH�QRW�IRU�XV�WR
�MXGJH�RU�VHFRQG�JXHVV���

�+HQFH��WKH�&RXUW�IRXQG�LW�LPSHUDWLYH�WR�UHVSHFW�WKH�DFWXDO�RXWFRPH
�RI�WKH�OHJLVODWLYH�SURFHVV��DW�OHDVW�ZKHUH�WKH�WH[W�ZDV�XQDPELJX�
�RXV���

�$JDLQ��LQ�D�VHQVH�LW�LV�IDLU�WR�VD\�WKDW�WKLV�DIILUPDWLYH�MXVWLILFDWLRQ
�IRU�WH[WXDOLVP�EHORQJV�ZLWKLQ�VRPH�XQGHUVWDQGLQJ�RI�WKH�LQWHQWLRQ�
�DOLVW�WUDGLWLRQ��IRU�LW�UHVWV�XSRQ�WKH�QRWLRQ�WKDW�HQIRUFLQJ�WKH�FOHDU
�VHPDQWLF�PHDQLQJ�RI�D�VWDWXWH�UHSUHVHQWV�WKH�EHVW��LI�QRW�WKH�RQO\�
�ZD\�WR�SUHVHUYH�WKH�XQNQRZDEOH�OHJLVODWLYH�EDUJDLQV�WKDW�SURGXFHG
�WKH�ILQDO�WH[W��,QGHHG��WH[WXDOLVP�DUJXDEO\�DVSLUHV�WR�LPSOHPHQW�D
�KHLJKWHQHG�IRUP�RI�WKH�YHU\�LPSXOVH�WKDW�XQGHUOLHV�LQWHQWLRQDOLVP�
�WKDW�LV��LW�VHHNV�WR�HQVXUH�WKDW�WKH�RQO\�SROLF\�MXGJPHQWV�DWWULEXWHG
�WR�WKH�ERG\�DV�D�ZKROH�DUH�WKRVH�UHIOHFWHG�LQ��WKH�UHDVRQDEOH�LP�
�SRUW�RI��WKH�RQH�DQG�RQO\�WH[W�WKDW�VXUYLYHG�WKH�PDQ\�DQG�LQWULFDWH

����,G��DW������6WHYHQV��-���GLVVHQWLQJ��
����,G��DW������FLWDWLRQV�DQG�IRRWQRWH�RPLWWHG��
����,G����2XU�UROH�LV�WR�LQWHUSUHW�WKH�ODQJXDJH�RI�WKH�VWDWXWH�HQDFWHG�E\�&RQJUHVV��7KLV

�VWDWXWH�GRHV�QRW�FRQWDLQ�FRQIOLFWLQJ�SURYLVLRQV�RU�DPELJXRXV�ODQJXDJH����
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�SURFHGXUDO�KXUGOHV�RI�WKH�OHJLVODWLYH�SURFHVV����1RQHWKHOHVV��WR�FDOO
�VXFK�SURFHVV�EDVHG�FRQFHUQV�LQWHQWLRQDOLVP��DW�OHDVW�LQ�LWV�FODVVLFDO
�VHQVH��LV�WR�XQGHUYDOXH�D�IXQGDPHQWDO�UHDOLW\�DERXW�WKDW�SKLORVR�
�SK\��&ODVVLFDO�LQWHQWLRQDOLVP�SUHVXSSRVHV�WKDW�&RQJUHVV�LV�FDSDEOH
�RI�SRVVHVVLQJ�PHDQLQJIXO�DQG�UHFRYHUDEOH�LQWHQWLRQV�WKDW�GHYLDWH
�IURP�WKRVH�H[SUHVVHG�LQ�WKH�UHDVRQDEOH�LPSRUW�RI�WKH�HQDFWHG�WH[W�
�0RGHUQ�WH[WXDOLVWV�EHOLHYH�WKDW�D�VHDUFK�IRU�VXFK�NQRZDEOH�DQG

�LGHQWLILDEOH�OHJLVODWLYH�LQWHQWLRQ�LV�DQ�HPSW\�RQH�H[FHSW�LQVRIDU�DV�LW
�KDV�EHHQ�ILOWHUHG�WKURXJK�WKH�FRPSOLFDWHG�SURFHVV�SUHVFULEHG�IRU
�DJUHHLQJ�XSRQ�WKDW�WH[W���

����$OWKRXJK�H[WHQGHG�WUHDWPHQW�RI�WKH�TXHVWLRQ�LV�EH\RQG�WKH�VFRSH�RI�WKH�SUHVHQW
�LQTXLU\��LW�LV�XVHIXO�DW�WKH�FORVH�RI�WKLV�(VVD\�WR�QRWH�WKDW�D�VLPLODU�SUHPLVH�PD\�XQGHU�
�OLH�WKH�WH[WXDOLVWV
�ZHOO�NQRZQ�DYHUVLRQ�WR�DVVLJQLQJ�OHJLVODWLYH�KLVWRU\�GHFLVLYH�ZHLJKW�
�HYHQ�LQ�FDVHV�RI�WH[WXDO�DPELJXLW\��7KHLU�UHOXFWDQFH�WR�FUHGLW�WKH�H[SUHVVLRQV�RI�PHDQ�
�LQJ�IRXQG�LQ�FRPPLWWHH�UHSRUWV�DQG�VSRQVRU�VWDWHPHQWV�UHVWV�XSRQ�WKH�DUWLFXODWHG
�SUHPLVH�WKDW�VXFK�H[SUHVVLRQV�KDYH�QRW�FOHDUHG�WKH�KLJK�KXUGOHV�IRU�HQDFWPHQW�SUH�
�VFULEHG�E\�WKH�&RQVWLWXWLRQ�DQG�WKH�UXOHV�RI�HDFK�FKDPEHU��WKHUHIRUH��WKH\�FDQQRW�DF�
�FXUDWHO\�UHIOHFW�WKH�EDUJDLQ�WKDW�FRXOG�DFWXDOO\�EH�VWUXFN�LQ�WKH�OHJLVODWLYH�SURFHVV��$V
�-XGJH�(DVWHUEURRN�KDV�H[SODLQHG�

�7KH�FRQFHUQ��LV�SROLWLFDO�UDWKHU�WKDQ�HSLVWHPRORJLFDO�RU�KHUPHQHXWLF��>7H[WXDO�
�LVWV@�DUH�ZRUULHG�WKDW�WKH�JDXQWOHW�WKDW�WKH�&RQVWLWXWLRQ�UHTXLUHV�ELOOV�WR�UXQ�EH�
�IRUH�WKH\�EHFRPH�ODZ�ZLOO�EH�E\SDVVHG�LI�MXGJHV�JLYH�KHHG�QRW�MXVW�WR�WKH�HQDFW�
�PHQW�LWVHOI�EXW�WR�ZKDW�LQGLYLGXDO�PHPEHUV�RI�&RQJUHVV�VDLG�DERXW�LW��SHUKDSV�LQ
�D�GHOLEHUDWH�HIIRUW�WR�LQIOXHQFH�MXGLFLDO�LQWHUSUHWDWLRQ��

�+HUUPDQQ�Y��&HQFRP�&DEOH�$VVRFV�������)��G������������WK�&LU���������TXRWLQJ�&HQW�
�6WDWHV�3HQVLRQ�)XQG�Y��/DG\�%DOW��)RRGV��,QF�������)��G��������������WK�&LU���������
�VHH�DOVR�(DVWHUEURRN��VXSUD�QRWH����DW������,I�ZH�WRRN�DQ�RSLQLRQ�SROO�RI�&RQJUHVV�WR�
�GD\�RQ�D�UDIW�RI�LVVXHV�DQG�IRXQG�RXW�LWV�YLHZV��ZRXOG�WKRVH�YLHZV�EHFRPH�WKH�ODZ"
�&HUWDLQO\�QRW��7KH\�PXVW�UXQ�WKH�JDPXW�RI�WKH�SURFHVV�DQG�SURFHVV�LV�WKH�HVVHQFH�RI
�OHJLVODWLRQ�����(DVWHUEURRN��VXSUD�QRWH�����DW�������:KDW�GLVWLQJXLVKHV�ODZV�IURP�WKH
�UHVXOWV�RI�RSLQLRQ�SROOV�FRQGXFWHG�DPRQJ�OHJLVODWRUV�LV�WKDW�WKH�ODZV�VXUYLYHG�D�GLIIL�
�FXOW�VHW�RI�SURFHGXUDO�KXUGOHV�DQG�HLWKHU�SDVVHG�E\�D�WZR�WKLUGV�YRWH�RU�REWDLQHG�WKH
�3UHVLGHQW
V�VLJQDWXUH����
����3URIHVVRU�1HOVRQ�GHWHFWV��VRPH�LQWHUQDO�WHQVLRQ��LQ�P\�FRQWHQWLRQV��D��WKDW�WH[�

�WXDOLVWV�GRXEW�WKDW�&RQJUHVV�KDV�XQH[SUHVVHG�EXW�PHDQLQJIXO�LQWHQWLRQV�RQ�DQ\�VHUL�
�RXVO\�FRQWHVWHG�LQWHUSUHWLYH�TXHVWLRQ��DQG��E��WKDW�WH[WXDOLVWV�DGKHUH�FORVHO\�WR�WKH
�OHYHO�RI�JHQHUDOLW\�DW�ZKLFK�&RQJUHVV�IUDPHV�LWV�GLUHFWLYHV�EHFDXVH�GRLQJ�VR�SUHVHUYHV
�ZKDWHYHU�XQNQRZDEOH�EDUJDLQV�XQGHUOD\�WKH�HQDFWPHQW��6HH�1HOVRQ��VXSUD�QRWH�����DW
���������7KH�SHUFHLYHG�WHQVLRQ��KRZHYHU��UHVWV�RQ�WKH�DSSDUHQW�DVVXPSWLRQ�WKDW�&RQ�
�JUHVV�FDQ�VWULNH�D�EDUJDLQ�RQO\�LI�WKH�OHJLVODWLYH�PDMRULW\�LV�VRPHKRZ�VXEMHFWLYHO\
�DZDUH�RI�DQG�FRQVFLRXVO\�DFFHSWV�LWV�FRQWHQWV��7KDW�SUHPLVH�LV�GLFWDWHG�QHLWKHU�E\�ORJL�
�FDO�QHFHVVLW\�QRU�E\�WKH�SUDFWLFDO�UHDOLW\�RI�WKH�OHJLVODWLYH�SURFHVV��5DWKHU��PRGHUQ�WH[�
�WXDOLVWV�PDLQWDLQ�WKDW�OHJLVODWLRQ�LV�WKH�HQG�SURGXFW�RI�D�VHULHV�RI�FRPSOH[�EDUJDLQV�
�EDUJDLQV�WKDW�IUHTXHQWO\�RFFXU�EHKLQG�WKH�VFHQHV�DQG�WKDW�VKDSH�VWDWXWRU\�ODQJXDJH�LQ
�XQWUDFHDEOH�ZD\V��6HH�0DQQLQJ��VXSUD�QRWH�����DW����������GLVFXVVLQJ�WKH�OHJLVODWLYH
�SURFHVV�DVVXPSWLRQV�XQGHUO\LQJ�PRGHUQ�WH[WXDOLVP���7KH�SURFHGXUHV�JRYHUQLQJ�OHJLV�
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�ODWLRQ�WKRVH�LPSRVHG�E\�WKH�ELFDPHUDOLVP�DQG�SUHVHQWPHQW�UHTXLUHPHQWV�RI�$UWLFOH
�,��"����DV�ZHOO�DV�WKRVH�SUHVFULEHG�E\�OHJLVODWLYHO\�DGRSWHG�UXOHV�RI�VHOI�JRYHUQDQFH�
�SODFH�QXPHURXV�DQG�HODERUDWHO\�GHVLJQHG�KXUGOHV�LQ�WKH�SDWK�RI�OHJLVODWLRQ��&HUWDLQO\�
�WH[WXDOLVWV�GR�QRW�GRXEW�WKDW�VHQWLHQW�DFWRUV�DW�WKH�YDULRXV�JDWHNHHSHU�SRLQWV�LQ�WKH
�OHJLVODWLYH�SURFHVV�RIWHQ�PDNH�FRQVFLRXV�ZRUGLQJ��DQG�WKXV�SROLF\��FKRLFHV�
�IUHTXHQWO\�XQUHFRUGHG�FRPSURPLVHV�QHHGHG�WR�FOHDU�WKH�KLJK�SURFHGXUDO�KXUGOHV��8O�
�WLPDWHO\��WKH�OHJLVODWXUH�DV�D�ZKROH�YRWHV�XS�RU�GRZQ�RQ�ZKDWHYHU�WH[W�KDV�VXFFHHGHG
�LQ�FOHDULQJ�DOO�RI�WKH�QHFHVVDU\�REVWDFOHV�LQFOXGLQJ�PDNLQJ�LW�WKURXJK�FRPPLWWHH��VH�
�FXULQJ�WLPH�RQ�WKH�IORRU��XQGHUJRLQJ�DPHQGPHQW��VXUYLYLQJ�D�SRWHQWLDO�RU�DFWXDO�ILOL�
�EXVWHU��FRPLQJ�RXW�RI�FRQIHUHQFH��DQG�DFFRXQWLQJ�IRU�WKH�SRVVLELOLW\�RI�D�SUHVLGHQWLDO
�YHWR��6HH��H�J���(DVWHUEURRN��VXSUD�QRWH����DW�����GLVFXVVLQJ�WKH�HIIHFW�RI�SURFHGXUDO
�REVWDFOHV�WR�OHJLVODWLRQ���.HQQHWK�$��6KHSVOH�	�%DUU\�5��:HLQJDVW��7KH�,QVWLWXWLRQDO
�)RXQGDWLRQV�RI�&RPPLWWHH�3RZHU�����$P��3RO��6FL��5HY�����������������VDPH���,Q�RU�
�GHU�WR�\LHOG�D�PHDQLQJIXO�FRPSURPLVH�WKDW�D�QRUPDWLYHO\�DWWUDFWLYH�YHUVLRQ�RI�WH[WXDO�
�LVP�PLJKW�ZLVK�WR�SUHVHUYH��WKH�OHJLVODWLYH�PDMRULW\�QHHG�KDYH�RQO\�WKH�LQWHQWLRQ��LQ
�YRWLQJ��WR�DFFHSW�ZKDWHYHU�WH[WXDO�EDUJDLQV�WKH�UHOHYDQW�DFWRUV�PDQDJHG�WR�VWULNH�XV�
�LQJ�WKH�SURFHGXUHV�VSHFLILHG�IRU�FUDIWLQJ�OHJLVODWLRQ��7KH�OHJLVODWLYH�PDMRULW\�GRHV�QRW
�QHHG�D�IXUWKHU�VXEMHFWLYH�XQGHUVWDQGLQJ�DQG�LQWHQWLRQ�WR�DFFHSW�HDFK�GHWDLO�RI�WKH�XQ�
�GHUO\LQJ�EDUJDLQV�
�,�VKRXOG�QRWH�IXUWKHU�WKDW�WKH�IRUHJRLQJ�FRQFOXVLRQ�GRHV�QRW��DV�3URIHVVRU�1HOVRQ

�FRXOG�DW�WLPHV�EH�WDNHQ�WR�VXJJHVW��FRPSHO�WH[WXDOLVWV�WR�FRQFOXGH�WKDW�WKH�OHJLVODWXUH
�YRWHV�ZLWK�XWWHU�LJQRUDQFH�RI�WKH�FRQWHQWV�RI�OHJLVODWLRQ��&RQWUDVWLQJ�P\�DFFRXQW�RI
�WH[WXDOLVP��3URIHVVRU�1HOVRQ�WKXV�ZULWHV�WKDW��LW�LV�VXUHO\�GHVLUDEOH�IRU�WKHUH�WR�EH
�VRPH�FRQQHFWLRQ�EHWZHHQ�ZKDW�PHPEHUV�RI�WKH�HQDFWLQJ�&RQJUHVV�XQGHUVWRRG�WKHP�
�VHOYHV�WR�EH�GRLQJ�DQG�ZKDW�MXGJHV�WDNH�WKHP�WR�KDYH�GRQH���1HOVRQ��VXSUD�QRWH�����DW
������+H�DGGV�WKDW�PDQ\�OHJLVODWRUV�GR�PRUH�WKDQ��VLPSO\�YRWLQJ�IRU�WKH�ZRUGV�RI�D�ELOO
��ZKDWHYHU�WKH\�PD\�EH��ZLWK�WKH�LQWHQWLRQ�WKDW�ZRUGV�ZLOO�EH�LQWHUSUHWHG�DFFRUGLQJ�WR
�SUHYDLOLQJ�FRQYHQWLRQV��ZKDWHYHU�WKH\�PD\�EH����,G��DW������$OWKRXJK�LW�LV�EH\RQG�WKLV
�(VVD\
V�VFRSH�WR�DGGUHVV�WKH�HVVHQWLDOO\�HPSLULFDO�TXHVWLRQ�RI�ZKDW�OHJLVODWRUV�DFWXDOO\
�NQRZ�ZKHQ�WKH\�YRWH�IRU�RU�DJDLQVW�D�ELOO��,�FDQ�UHDGLO\�DFFHSW�DUJXHQGR�WKDW�WKH�OHJLV�
�ODWLYH�PDMRULW\�PD\�LQGHHG�KDYH�D�VKDUHG�VHQVH�RI�D�ELOO
V�EURDG�SROLF\�JRDOV���,QGHHG�
�WKDW�DVVXPSWLRQ�PD\�H[SODLQ�WKH�WH[WXDOLVWV
�ZLOOLQJQHVV�WR�UHO\�RQ�DSSDUHQW�SXUSRVH
�LQ�FDVHV�RI�DPELJXLW\��6HH�VXSUD�QRWH������,W�LV�HYHQ�SRVVLEOH�WR�DFFHSW��IRU�DUJXPHQW
V
�VDNH��WKDW�VRPH�OHJLVODWRUV�ZLOO�VRPHWLPHV�DWWHPSW�WR�PDVWHU�WKH�ZRUGLQJ�RI�DW�OHDVW
�VRPH�LPSRUWDQW�SURYLVLRQV�RI�D�VWDWXWH��7R�IRFXV�RQ�WKRVH�SRVVLELOLWLHV�LQ�D�VWURQJ�ZD\�
�KRZHYHU��XQGHUVWDWHV�WKH�LQWHQW�VNHSWLFLVP�WKDW�OLHV�DW�WKH�URRW�RI�PRGHUQ�WH[WXDOLVP�
�,I�RQH�H[DPLQHV�WKH�PDQ\�WHFKQLFDO�SURYLVLRQV�RI�D�IHGHUDO�VWDWXWH�RI�RUGLQDU\�FRP�

�SOH[LW\��PXFK�OHVV�WKRVH�RI�WKH�6RFLDO�6HFXULW\�$FW�RU�WKH�7D[�&RGH���LW�EHFRPHV�GLIIL�
�FXOW�WR�DVVXPH�WKDW�WKH��OHJLVODWLYH�PDMRULW\��UHOLDEO\�VKDUHV�D�VXEMHFWLYH�SROLF\�LQWHQ�
�WLRQ�RU�XQGHUVWDQGLQJ�DERXW�TXHVWLRQV�RI�GHWDLOHG�DSSOLFDWLRQ��SDUWLFXODUO\�LQ�WKH�KDUG
�FDVHV�WKDW�WURXEOH�VWDWXWRU\�LQWHUSUHWHUV��$W�WKDW�OHYHO��3URIHVVRU�5DGLQ�ZDV�VXUHO\�MXV�
�WLILHG�LQ�GRXEWLQJ�WKH�SRVVLELOLW\�WKDW��D�JLYHQ�GHWHUPLQDWH��WKH�OLWLJDWHG�LVVXH��ZLOO�QRW
�RQO\�EH�ZLWKLQ�WKH�PLQGV�RI�DOO�>WKH�OHJLVODWRUV@�EXW�ZLOO�EH�FHUWDLQ�WR�EH�VHOHFWHG�E\�DOO
�RI�WKHP�DV�WKH�SUHVHQW�OLPLW�WR�ZKLFK�WKH�>VWDWXWRU\@�GHWHUPLQDEOH�VKRXOG�EH�QDU�
�URZHG���5DGLQ��VXSUD�QRWH�����DW������$QG�LI�3URIHVVRU�5DGLQ
V�LQWXLWLRQ�LV�FRUUHFW��DV
�WH[WXDOLVWV�EHOLHYH���WKHQ�NQRZLQJ�WKH�VKDUHG�VHQVH�RI�ZKDW�&RQJUHVV�ZDV��GULYLQJ�DW�
�PD\�GR�OLWWOH�UHDO�ZRUN��DW�OHDVW�ZKHQ�WKH�UHOHYDQW�WH[WXDO�GHWDLOV�DUH�RWKHUZLVH�FOHDU
�LQ�FRQWH[W��7KH�SURFHVV�RI�OHJLVODWLYH�EDUJDLQLQJ�WKDW�SURGXFHV�D�ILQDO�WH[W�ZLOO�LQYDULD�
�EO\�LPSRVH�TXDOLILFDWLRQV�XSRQ�WKH�PDMRULW\
V�VKDUHG�VHQVH�RI�JHQHUDO�SXUSRVH��7KH
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�)RU�PDQ\�\HDUV��WKH�6XSUHPH�&RXUW�SUDFWLFHG�D�IRUP�RI�LQWHQ�
�WLRQDOLVP�WKDW�SUHVXSSRVHG�WKDW�MXGJHV�FRXOG�PHDQLQJIXOO\�LGHQWLI\
�SROLF\�MXGJPHQWV�WKDW�&RQJUHVV��LQWHQGHG��EXW�KDG�QRW�DGHTXDWHO\
�H[SUHVVHG��8QGHU�WKDW�DVVXPSWLRQ��WKH�&RXUW�IHOW�IUHH�WR�VXSSOH�
�PHQW�YDJXH�VWDWXWRU\�H[SUHVVLRQV�ZLWK�WKH�FRQWHQWV�RI�LQWHUQDO�OHJ�
�LVODWLYH�KLVWRU\�DQG��PRUH�LPSRUWDQWO\��WR�FRUUHFW�WKH�LQHYLWDEOH
�SUREOHPV�RI�VWDWXWRU\�ILW�ZLWKRXW�SHUFHLYLQJ�LWVHOI�WR�KDYH�YLRODWHG
�WKH�FRQVWLWXWLRQDO�SUHPLVHV�RI�OHJLVODWLYH�VXSUHPDF\��7KH�DVVXPS�
�WLRQV�WKDW�PRGHUQ�WH[WXDOLVWV�EULQJ�WR�XQGHUVWDQGLQJ�WKH�OHJLVODWLYH
�SURFHVV�PDNH�WKRVH�SUDFWLFHV�KDUGHU�WR�VXVWDLQ��7KH�OHJLVODWLYH
�SURFHVV�LV�XQWLG\�DQG�RSDTXH��LW�JLYHV�WKRVH�ZLWK�LQWHQVH�DQG�HYHQ
�RXWO\LQJ�SUHIHUHQFHV�QXPHURXV�RSSRUWXQLWLHV�WR�VORZ�RU�VWRS�OHJLV�
�ODWLRQ�DQG�WR�LQVLVW�XSRQ�FRPSURPLVH�DV�WKH�SULFH�RI�DVVHQW��7KH
�SUHFLVH�ZRUGLQJ�RI�DQ\�JLYHQ�VWDWXWH�PD\�KDYH�EHHQ��IRU�XQNQRZ�
�DEOH�UHDVRQV��HVVHQWLDO�WR�LWV�SDVVDJH��7KXV��HIIRUWV�WR�DXJPHQW�RU
�YDU\�WKH�WH[W�LQ�WKH�QDPH�RI�VHUYLQJ�D�JHQXLQH�EXW�XQH[SUHVVHG�OHJ�
�LVODWLYH�LQWHQW�ULVNV�GLVSODFLQJ�ZKDWHYHU�EDUJDLQ�ZDV�DFWXDOO\
�UHDFKHG�WKURXJK�WKH�FRPSOH[�DQG�SDWK�GHSHQGHQW�OHJLVODWLYH�SURF�
�HVV��7KDW�VHW�RI�OHJLVODWLYH�SURFHVV�DVVXPSWLRQV�QRW�RQO\�GHILQHV
�PRGHUQ�WH[WXDOLVP��EXW�DOVR�PDNHV�LW�TXDOLWDWLYHO\�GLIIHUHQW�IURP
�WKH�FODVVLFDO�LQWHQWLRQDOLVW�WUDGLWLRQ�WKDW�KDV�ORQJ�GRPLQDWHG�WKH
�&RXUW
V�DSSURDFK�WR�VWDWXWHV�

�SUHFLVH�LPSRUW�RI�WKH�WH[WXDO�GHWDLOV�QHHG�QRW�EH�LQ�WKH�PLQGV�RI�WKH�PDMRULW\�LQ�RUGHU
�IRU�WKH�UHVXOWLQJ�UHILQHPHQWV�WR�EH�DFFHSWHG�DV�D�QHFHVVDU\�SDUW�RI�WKH�EDUJDLQV�WKDW
�SURGXFHG�WKH�OHJLVODWLRQ��$W�WKDW�OHYHO��DV�QRWHG��WKH�RQO\�FROOHFWLYH�LQWHQWLRQ�QHFHV�
�VDU\�DQG�SODXVLEO\�UHFRYHUDEOH�LV�WKH�LQWHQWLRQ�WR�DGRSW�D�EDUJDLQHG�IRU�WH[W�WKDW
�ZLOO�EH�FRQVWUXHG�DFFRUGLQJ�WR�DFFHSWHG�VRFLDO�DQG�OLQJXLVWLF�FRQYHQWLRQV��7KH�IXUWKHU
�SRVVLELOLW\�WKDW�WKH�OHJLVODWLYH�PDMRULW\�DOVR�VXEMHFWLYHO\�NQHZ�RI�DQG�LQWHQGHG�WR�HQ�
�GRUVH�D�VKDUHG�VHW�RI�VSHFLILF�HODERUDWLRQV�RI�WKDW�WH[W�LV��DV�3URIHVVRU�5DGLQ�ZURWH�
��LQILQLWHVVLPDOO\�VPDOO���,G�
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