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6\QWDFWLF�DQG�3KRQRORJLFDO�9HUE�0RYHPHQW

-DQ�:RXWHU�=ZDUW
1:2�8QLYHUVLW\ RI *URQLQJHQ

�� ,QWURGXFWLRQ�

1RDP�&KRPVN\�KDV�LQ�D�VHULHV�RI�UHFHQW�SXEOLFDWLRQV�GUDZQ�DWWHQWLRQ�WR�WKH�IDFW�WKDW
PRYHPHQW�RI�V\QWDFWLF�KHDGV�LV�UDGLFDOO\�GLIIHUHQW�IURP�PRYHPHQW�RI�V\QWDFWLF�SKUDVHV
�&KRPVN\�������&KRPVN\�������&KRPVN\��������6LQFH�KHDG�PRYHPHQW�KDV�QR�HIIHFW
RQ�LQWHUSUHWDWLRQ��&KRPVN\�SURSRVHV�WKDW�LW�LV�QRW�SDUW�RI�¶QDUURZ�V\QWD[·��L�H��WKH�SDUW
RI�WKH�JUDPPDU�WKDW�IHHGV�WKH�FRQFHSWXDO�LQWHQWLRQDO�FRPSRQHQW�RI�WKH�PLQG�EUDLQ��7KH
SLFWXUH�RI� WKH�JUDPPDU� WKDW� HQVXHV� UHOHJDWHV� D�QXPEHU�RI�ZRUG�RUGHU� SKHQRPHQD�
LQFOXGLQJ�WKRVH�GHVFULEHG�LQ�WHUPV�RI�KHDG�PRYHPHQW��WR�D�SDUW�RI�WKH�JUDPPDU�IHHGLQJ
WKH�SHUFHSWXDO�DUWLFXODWRU\�FRPSRQHQW�RI�WKH�PLQG�EUDLQ�RQO\��7KLV�SDUW�RI�WKH�JUDPPDU
GHDOV� ZLWK� OLQHDUL]DWLRQ� SKHQRPHQD�� DQG� LV� UHIHUUHG� WR� DV� ¶SKRQRORJ\·� �ZKHUH� WKH
TXRWDWLRQ�PDUNV�DUH�XVHG�WR�GLVWLQJXLVK�LW�IURP�SKRQRORJ\�LQ�WKH�VWULFW�VHQVH��WKH�SDUW�RI
WKH�JUDPPDU�GHDOLQJ�ZLWK�VHJPHQWDO�DQG�VXSUDVHJPHQWDO�SURSHUWLHV�RI�OLQJXLVWLF�VLJQV��
7KH� REMHFWLYH� RI� WKLV� DUWLFOH� LV� WZRIROG�� )LUVW�� ,� ZDQW� WR� VXSSRUW� WKH� LGHD� WKDW� D

VLJQLILFDQW�SDUW�RI�YHUE�PRYHPHQW�SKHQRPHQD�LV�SKRQRORJLFDO�� LQ�WKH�VHQVH�WKDW�WKH
SRVLWLRQ� ZKHUH� D� YHUE� LV� REVHUYHG� LV� JHQHUDOO\� GHWHUPLQHG� E\� UHTXLUHPHQWV� RI

SKRQRORJLFDO� LQWHUSUHWDELOLW\�� 6HFRQG�� ,� ZDQW� WR� DUJXH� DJDLQVW� WKH� LGHD� WKDW� YHUE
PRYHPHQW�WDNHV�SODFH�LQ�D�VHSDUDWH�FRPSRQHQW�¶SKRQRORJ\·�
7KLV�DUWLFOH�SUHVHQWV�D�WKHRU\�RI�YHUE�PRYHPHQW�ZKLFK�LQYROYHV�WKH�QRWLRQ�¶)�HDWXUH��

UHODWHGQHVV·��UHIHUULQJ�WR�D�V\QWDFWLF�UHODWLRQ�DPRQJ�OH[LFDO�DQG�IXQFWLRQDO�KHDGV��DQG�D
SKRQRORJLFDOO\�FRQGLWLRQHG�DOJRULWKP�JRYHUQLQJ�WKH�VSHOOLQJ�RXW�RI�WKH�PHPEHUV�RI�D
FKDLQ�RI�)�UHODWHG�KHDGV��7KH� IRUPDO�SURSHUWLHV�RI�)�UHODWHGQHVV��DQG� WKH� LQWHUDFWLRQ
EHWZHHQ�V\QWD[�DQG�SKRQRORJ\�LQ�WKLV�GRPDLQ��DUH�EHVW�XQGHUVWRRG�LQ�WHUPV�RI�IHDWXUH
PRYHPHQW�� EXW� )�UHODWHGQHVV� LV� LQWHQGHG� WR� FRYHU� DOO� SRVVLEOH� IRUPDOL]DWLRQV� RI� WKH
UHODWHGQHVV� DPRQJ� IXQFWLRQDO� DQG� OH[LFDO� KHDGV� �KHDG� JRYHUQPHQW�� PRYHPHQW� E\
DGMXQFWLRQ�RU�VXEVWLWXWLRQ��DJUHHPHQW��IHDWXUH�VKDULQJ��HWF���
,�GHPRQVWUDWH�KRZ�WKH�WKHRU\�DFFRXQWV�IRU�YHUE�SODFHPHQW�SKHQRPHQD�LQ�'XWFK�DQG

UHODWHG�ODQJXDJHV��LQ�ERWK�ILQLWH�DQG�QRQILQLWH�FODXVHV��,�DUJXH�WKDW�)�UHODWHGQHVV�LV�D
SUHFRQGLWLRQ�IRU�UHVWUXFWXULQJ�SKHQRPHQD��GHPRQVWUDWLQJ�LWV�HVVHQWLDOO\�V\QWDFWLF�QDWXUH�
7KH�VHSDUDWLRQ�RI�)�UHODWHGQHVV��V\QWDFWLF�YHUE�PRYHPHQW��DQG�VSHOO�RXW��SKRQRORJLFDO
YHUE�PRYHPHQW��DOORZV�XV�WR�GUDZ�WZR�FRQFOXVLRQV��)LUVW��YHUE�PRYHPHQW�LV�PXFK�PRUH
SHUYDVLYH�WKDQ�PHHWV�WKH�H\H��L�H��LW�PD\�WDNH�SODFH�ZLWKRXW�HIIHFW�RQ�VSHOO�RXW���6HFRQG�
VSHOO�RXW�FDQ�RQO\�DIIHFW�RQH�RI�D�VHW�RI�)�UHODWHG�KHDGV�
7KH�DUWLFOH�OHDGV�WR�WKH�IROORZLQJ�FRQFOXVLRQ��7KH�VSHFLDO�SURSHUWLHV�RI�KHDG�PRYHPHQW

FDQ�EH�XQGHUVWRRG�RQFH�WKH�V\QWDFWLF�DQG�SKRQRORJLFDO�DVSHFWV�RI�KHDG�PRYHPHQW�KDYH
EHHQ�FOHDUO\�GHOLQHDWHG��7KH�SKRQRORJLFDO�FRQWULEXWLRQ�WR�YHUE�PRYHPHQW�SKHQRPHQD
LV�UHVWULFWHG�WR�WKH�TXHVWLRQ�ZKLFK�RI�D�FKDLQ�RI�)�UHODWHG�KHDGV�ZLOO�EH�VSHOOHG�RXW��7KHUH
LV�QR�HYLGHQFH�LQ�WKH�GRPDLQ�RI�KHDG�PRYHPHQW�WKDW�VXSSRUWV�WKH�H[LVWHQFH�RI�D�TXDVL�
V\QWDFWLF�FRPSRQHQW�¶SKRQRORJ\·�UHJXODWLQJ�OLQHDU�RUGHU�



�

�� 6\QWD[�DQG�OLQHDU�RUGHU

&KRPVN\��������VHFWLRQ������DUJXHV�WKDW�WKHUH�LV�QR�HYLGHQFH�WR�VXJJHVW�WKDW�OLQHDU�RUGHU
SOD\V�D�UROH�LQ�V\QWD[��,I�WKDW�LV�FRUUHFW��OLQHDU�RUGHU�PXVW�EH�D�IXQFWLRQ�RI�WKH�FRQYHUVLRQ
RI�V\QWDFWLF�VWUXFWXUH�WR�DFRXVWLFDOO\�SHUFHSWLEOH�VLJQV��/HW�XV�FDOO�WKH�HQWLUH�SURFHVV�RI
FRQYHUWLQJ�HOHPHQWV�RI�WKH�V\QWDFWLF�VWUXFWXUH�WR�VWULQJV�RI�SKRQHPHV�¶3)·�
:LWKLQ�3)��ZH�PD\�PDNH�D�GLVWLQFWLRQ�EHWZHHQ�WKH�DFWXDO�FRQYHUVLRQ�RI�V\QWDFWLF

HOHPHQWV�WR�VWULQJV�RI�SKRQHPHV�RQ�WKH�RQH�KDQG��DQG�SURFHVVHV�KDYLQJ�WR�GR�ZLWK�WKH
LQWHUDFWLRQ�RI�SKRQHPHV�RQ�WKH�RWKHU��,�FDOO�WKH�FRQYHUVLRQ�SURFHVV�0RUSKRORJ\�DQG�WKH
SKRQHPH�LQWHUDFWLRQ�SURFHVV�3KRQRORJ\��:LWKLQ�3)��0RUSKRORJ\�IHHGV�3KRQRORJ\�
7KH�SURFHVV�ZKHUHE\�V\QWDFWLF�HOHPHQWV�DUH�FRQYHUWHG�LQWR�VWULQJV�RI�SKRQHPHV�LV

FDOOHG�0RUSKRORJ\�EHFDXVH�D�SURFHVV�RI�PRUSKRORJLFDO�VHOHFWLRQ�LV�DQ�HVVHQWLDO�LQJUHGLHQW
RI�WKH�FRQYHUVLRQ��7KXV��D�V\QWDFWLF�WHUPLQDO�FRQWDLQLQJ�WKH�OH[LFDO�IHDWXUHV�RI�D�URRW
PHDQLQJ�¶JR·�DQG�WKH�PRUSKRV\QWDFWLF�IHDWXUH�3$67�ZLOO�EH�FRQYHUWHG�WR�D�VWULQJ��ZHQW��
D�SURFHVV�W\SLFDOO\�UHJDUGHG�DV�PRUSKRORJLFDO�
7KLV� H[DPSOH� VXJJHVWV� WKDW� WKH� ZD\�0RUSKRORJ\� RSHUDWHV� LV� DV� IROORZV�� )LUVW�� D

SDUDGLJP�LV�VHOHFWHG�RQ�WKH�EDVLV�RI�WKH�OH[LFDO�IHDWXUHV��,Q�WKH�FDVH�RI�ZHQW��WKH�SDUDGLJP

LQFOXGHV�JR��JRHV��ZHQW��JRQH��JRLQJ��7KHQ��D�IRUP�LV�VHOHFWHG�IURP�WKH�SDUDGLJP�WKDW�EHVW

PDWFKHV�WKH�PRUSKRV\QWDFWLF�IHDWXUHV�RI�WKH�V\QWDFWLF�HOHPHQW��LQ�WKLV�FDVH�ZHQW��,W�ZLOO
EH�VHHQ�IURP�WKLV�WKDW�LW�LV�QHFHVVDU\�WR�GLVWLQJXLVK�WZR�VHWV�RI�IHDWXUHV�FRQWULEXWHG�E\

V\QWD[��D�VHW�RI�OH[LFDO�IHDWXUHV��KHQFH�/(;�IHDWXUHV��DQG�D�VHW�RI�IRUPDO�IHDWXUHV��KHQFH

)�IHDWXUHV��� 6\QWDFWLF� HOHPHQWV� QRW� FRQWDLQLQJ� /(;�IHDWXUHV� FDQQRW� EH� SURFHVVHG� E\
0RUSKRORJ\�
,Q�WKH�LGHDO�FDVH��WKH�FRQYHUVLRQ�IURP�V\QWD[�WR�SKRQRORJ\�LV�DXWRPDWLF��7KLV�LGHDO

VLWXDWLRQ�LV�FDSWXUHG�E\�WKH�/LQHDU�&RUUHVSRQGHQFH�$[LRP��/&$��RI�.D\QH���������ZKLFK
LV�SDUDSKUDVHG�LQ�����

��� /LQHDU�&RUUHVSRQGHQFH�$[LRP

�L� DQ\�SDLU�RI�WHUPLQDOV�������LQ�V\QWDFWLF�VWUXFWXUH�LV�GHILQHG�E\�D�KLHUDUFKLFDOO\

DV\PPHWULF�UHODWLRQ�5�KROGLQJ�EHWZHHQ���DQG���

�LL� 5�LQ�V\QWD[�LV�HTXLYDOHQW�WR�WHPSRUDO�SUHFHGHQFH�LQ�SKRQRORJ\�

7KH� LGHDO� FDVH�� WKHQ�� GRHV� QRW� DOORZ� IRU� DQ\�SURFHVVHV� LQ� SKRQRORJ\�GLVWXUELQJ� WKH
UHODWLRQ�RI�WHPSRUDO�SUHFHGHQFH�EHWZHHQ�WZR�HOHPHQWV���DQG���ZKLFK�LV�WKH�HTXLYDOHQW

RI�WKH�DV\PPHWULF�KLHUDUFKLF�UHODWLRQ��5��LQ�V\QWD[�
/LNHZLVH�� WKH� LGHDO� FDVH� SUHVFULEHV� DQ� DXWRPDWLF� FRQYHUVLRQ� SURFHVV� LQWHUQDO� WR

0RUSKRORJ\��,Q�WKH�GHIDXOW�VLWXDWLRQ��WKHQ��RQH�H[SHFWV�UHJXODU�PRUSKRORJ\�LQVWHDG�RI
VXSSOHWLRQ��DQG�VRPH�FRUUHVSRQGHQFH�EHWZHHQ�WKH�UHSUHVHQWDWLRQ�RI�PRUSKRV\QWDFWLF
IHDWXUHV�LQ�V\QWD[�DQG�LQ�PRUSKRORJ\��SHUKDSV�DORQJ�WKH�OLQHV�RI�WKH�0LUURU�3ULQFLSOH�RI
%DNHU��������7KLV�LGHDO�VLWXDWLRQ��KRZHYHU�� LV�JHQHUDOO\�QRW�HIIHFWXDWHG��SUHVXPDEO\
EHFDXVH�0RUSKRORJ\�LQWHUDFWV�ZLWK�WKH�/H[LFRQ��WKH�LQYHQWRU\�RI�ZRUGV�DQG�ZRUG�IRUPV�
ZKLFK�LV�D�JHQHUDOO\�DFFHSWHG�VRXUFH�RI�LUUHJXODULW\�
/DQJXDJH�YDULDWLRQ��WKHQ��LV�H[SHFWHG�WR�GHULYH�IURP�WZR�IDFWRUV�

��� �L� WKH�/H[LFRQ
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�LL� WKH�SRVLWLRQ�RI�/(;�IHDWXUHV�LQ�V\QWDFWLF�VWUXFWXUH�DW�WKH�6SHOO�2XW�SRLQW

)DFWRU���LL��KDV�UHFHLYHG�PXFK�DWWHQWLRQ�LQ�WKH�3ULQFLSOHV�DQG�3DUDPHWHUV�IUDPHZRUN�DQG
LQ�WKH�IUDPHZRUN�RI�WKH�0LQLPDOLVW�3URJUDP��PDLQO\�SXUVXLQJ�WKH�LGHD�WKDW�V\QWDFWLF
HOHPHQWV� PD\� PRYH� EHIRUH� RU� DIWHU� WKH� SRLQW� RI� 6SHOO�2XW�� 2WKHU� DSSURDFKHV� DUH
FRQFHLYDEOH��EXW�ZLOO�QRW�EH�GLVFXVVHG�LQ�WKH�FRQWH[W�RI�WKLV�DUWLFOH��VHH�H�J��.RVWHU�������
%RWK� ��L�� DQG� ��LL�� PD\� FRXQW� DV� LQVWDQFHV� RI� ¶HDVLO\� GHWHFWDEOH� SURSHUWLHV� RI

XWWHUDQFHV·�� IHDWXULQJ� LQ� WKH�XQLIRUPLW\� SULQFLSOH� ���� JXLGLQJ� WKH� VWXG\� RI� ODQJXDJH
�&KRPVN\���������

��� 8QLIRUPLW\�SULQFLSOH

,Q�WKH�DEVHQFH�RI�FRPSHOOLQJ�HYLGHQFH�WR�WKH�FRQWUDU\��DVVXPH�ODQJXDJHV�WR�EH
XQLIRUP��ZLWK�YDULHW\�UHVWULFWHG�WR�HDVLO\�GHWHFWDEOH�SURSHUWLHV�RI�XWWHUDQFHV�

7KH� ¶SKRQRORJLFDO� FRPSRQHQW·� HQYLVLRQHG� E\� &KRPVN\� ���������� FRQVWLWXWHV� D
VLJQLILFDQW�GHSDUWXUH�IURP�WKH�LGHDO�FDVH�VNHWFKHG�KHUH��,Q�DGGLWLRQ�WR�WKH�FRQFHSWXDOO\
QHFHVVDU\� SURFHVV� RI� FRQYHUWLQJ� V\QWDFWLF� HOHPHQWV� WR� VWULQJV� RI� SKRQHPHV�� WKH
¶SKRQRORJLFDO�FRPSRQHQW·�ZRXOG�LQFOXGH�SURFHVVHV�DIIHFWLQJ�OLQHDU�RUGHU��VXFK�DV�¶YHUE
VHFRQG·��YHUE�PRYHPHQW�WR�VHFRQG�SRVLWLRQ���6LQFH�WKH� ¶3)�V\QWD[·� LPSOLHG�LV� ODUJHO\
XQFKDUWHG�WHUULWRU\��DQ\�SURSRVDO�FRQQHFWHG�ZLWK�LW�LV�KDUG�WR�HYDOXDWH�
7KH�PDLQ�UHDVRQ�IRU�&KRPVN\��������������WR�GLVWLQJXLVK�¶3)�V\QWD[·�IURP�¶QDUURZ

V\QWD[·� LV� WKDW� VRPH� V\QWDFWLF� SURFHVVHV� DSSHDU� WR� KDYH� DQ� HIIHFW� RQ� VHPDQWLF
LQWHUSUHWDWLRQ��DQG�RWKHUV�GR�QRW��,Q�&KRPVN\·V�YLHZ��DOO�V\QWDFWLF�SURFHVVHV�DUH�GULYHQ
E\�WKH�UHTXLUHPHQW�RI�)XOO�,QWHUSUHWDWLRQ��ZKLFK�OHDYHV�QR�URRP�IRU�V\QWDFWLF�SURFHVVHV
KDYLQJ�QR�VHPDQWLF�HIIHFW��,W�VKRXOG�EH�QRWHG��KRZHYHU��WKDW�&KRPVN\�HPSOR\V�WKH�)XOO
,QWHUSUHWDWLRQ� UHTXLUHPHQW� LQ� D� VRPHZKDW� H[WHQGHG� VHQVH�� HOLPLQDWLRQ� RI� QRQ�
LQWHUSUHWDEOH�PRUSKRV\QWDFWLF�IHDWXUHV�LV�WDNHQ�WR�FRQWULEXWH�WR�)XOO�,QWHUSUHWDWLRQ��7KLV
LV�D�UDWLRQDOL]DWLRQ�RI�PRYHPHQW�SURFHVVHV�ZKLFK�FUXFLDOO\�GHSHQGV�RQ�WKH� OLQJXLVW·V
MXGJPHQW�DV�WR�WKH�LQWHUSUHWDELOLW\�RI�SDUWLFXODU�PRUSKRV\QWDFWLF�IHDWXUHV��D�QRQWULYLDO
LVVXH�
6NLUWLQJ� LVVXHV� RI� LQWHUSUHWDELOLW\�� LW� UHPDLQV� GLIILFXOW� WR� HPSOR\� WKH� FULWHULRQ� RI

¶FRQWULEXWLQJ� WR� VHPDQWLFV·�� IRU� WZR� UHDVRQV�� )LUVW�� PDQ\� DVSHFWV� RI� VHPDQWLF
LQWHUSUHWDWLRQ�DSSHDU�WR�EH�D�IXQFWLRQ�RI�0HUJH�UDWKHU�WKDQ�0RYH��7KXV��WKH�DUJXPHQW
VWDWXV�RI�D�QRXQ�SKUDVH�DQG�WKH�WHPSRUDO��DVSHFWXDO��HWF��IHDWXUHV�RI�WKH�FODXVH�DUH�QRW
DIIHFWHG�E\�PRYHPHQW��6LPLODUO\��LQWHUURJDWLYH�IRUFH�RU�VXEMXQFWLYH�PRRG�RU�FHUWDLQ�IRFXV
SURSHUWLHV�RI�VHQWHQFHV�DUH�DUJXDEO\�WKH�HIIHFW�RI�PHUJLQJ�D�UHOHYDQW�IXQFWLRQDO�HOHPHQW
WR� WKH� FODXVDO� VWUXFWXUH�� UDWKHU� WKDQ� WKH� HIIHFW� RI�PRYHPHQW�� $QG�PDQ\�PRYHPHQW
SURFHVVHV��VXFK�DV�PRYHPHQW�WR�VXEMHFW�SRVLWLRQ��FDQ�RQO\�EH�UHJDUGHG�DV�FRQWULEXWLQJ
WR�VHPDQWLF�LQWHUSUHWDWLRQ�LQ�WKH�H[WHQGHG�VHQVH�RI�HOLPLQDWLQJ�XQLQWHUSUHWDEOH�IHDWXUHV�
6HFRQG��VLQFH�¶3)�V\QWD[·�LV�XQFKDUWHG�WHUULWRU\��LW�LV�JRLQJ�WR�EH�GLIILFXOW�WR�DVVHVV�WKH
FRQWULEXWLRQV�WR�VHPDQWLF�LQWHUSUHWDWLRQ�PDGH�P\�PRYHPHQW�SURFHVVHV�DOORFDWHG�WKHUH�
&KRPVN\·V�DWWHPSW�WR�NHHS�V\QWD[� ¶QDUURZ·��WKRXJK�GHIHQGDEOH�IURP�D�PLQLPDOLVW

SRLQW�RI�YLHZ��KDV�WKH�SHUKDSV�XQZDQWHG�VLGH�HIIHFW�RI�FRQWDPLQDWLQJ�WKH�GHILQLWLRQ�RI
3)��LGHDOO\�DQ�DXWRPDWLF�SURFHVV�RI�PDSSLQJ�V\QWDFWLF�WHUPLQDOV�LQWR�VWULQJV�RI�SKRQHPHV�
VXEMHFW�WR�WKH�/&$�����



�

�� 7KH�WKHRU\�RI�KHDG�PRYHPHQW

/HW�XV�DVVXPH��ZLWK�&KRPVN\���������WKDW�V\QWDFWLF�GLVSODFHPHQW��PRYHPHQW��LV�WKH
IXQFWLRQ�RI�D�UHTXLUHPHQW�RI�IHDWXUH�YDOXDWLRQ��IHDWXUH�YDOXH�DVVLJQPHQW��FKHFNLQJ��RU
PDWFKLQJ���,Q�FRQQHFWLRQ�ZLWK�WKLV��,�SURSRVH�WKH�WHUPLQRORJ\�LQ�����DQG�WKH�SULQFLSOH
LQ�����

��� ��DQG���DUH�)�UHODWHG�LI���LV�LQYROYHG�LQ�D�IHDWXUH�YDOXDWLRQ�RSHUDWLRQ�LQYROYLQJ�)�
ZKHUH�)�LV�D�IRUPDO�IHDWXUH�RI��

��� /HW���EH�D�FKDLQ�RI�)�UHODWHG�HOHPHQWV������������ZKHUH���F�FRPPDQGV����7KHQ��
PXVW� FRQWDLQ� /(;�IHDWXUHV�� DQG� �� LV� VSHOOHG� RXW� LQ� WKH� KLJKHVW� SRVLWLRQ� RI� �
FRQWDLQLQJ�WKH�/(;�IHDWXUHV�RI���

,I� /(;�PRYHPHQW� LV� D� ODVW� UHVRUW� RSHUDWLRQ�� WULJJHUHG� E\� ¶SKRQRORJLFDO·� UHTXLUHPHQWV
KDYLQJ�WR�GR�ZLWK�WKH�VSHOO�RXW�SURFHGXUH��WKH�SULQFLSOH�����SUHGLFWV�WZR�SRVVLELOLWLHV�IRU

D�FKDLQ�RI�)�UHODWHG�HOHPHQWV��� ������������KHQFH��DQ�)�FKDLQ���(LWKHU���KDV�/(;�IHDWXUHV
RI�LWV�RZQ��LQ�WKDW�FDVH�QR�PRYHPHQW�RI�WKH�/(;�IHDWXUHV�RI���LV�WULJJHUHG��DQG���LV�VSHOOHG
RXW�LQ�WKH�ORZHVW�SRVLWLRQ�RI�WKH�FKDLQ��L�H��LQ�����2U���KDV�QR�/(;�IHDWXUHV�RI�LWV�RZQ��LQ
WKDW�FDVH�WKH�/(;�IHDWXUHV�RI���PRYH�WR����DQG���LV�VSHOOHG�RXW�LQ�WKH�KLJKHVW�SRVLWLRQ�RI
WKH�FKDLQ��L�H��LQ�����1R�RWKHU�FDVHV�DUH�SUHGLFWHG�WR�RFFXU�
/HW�XV�DOVR�DVVXPH��DV�LV�VWDQGDUG��WKDW�WKHUH�DUH�WZR�W\SHV�RI�GLVSODFHPHQW��KHDG

PRYHPHQW�DQG�SKUDVDO�PRYHPHQW� �;3�PRYHPHQW���$VVXPLQJ� WKDW� IHDWXUHV�PRYH�DV
KHDGV��&KRPVN\������������LW�IROORZV�WKDW�IHDWXUH�PRYHPHQW�DQG�KHDG�PRYHPHQW�DUH
IRUPDOO\� LGHQWLFDO��DQG� WKDW�SKUDVDO�PRYHPHQW� LV� IXQGDPHQWDOO\�GLIIHUHQW� IURP�ERWK
IHDWXUH�PRYHPHQW�DQG�KHDG�PRYHPHQW�
,W�LV�FOHDU��WKHQ��WKDW�WKH�SULQFLSOH�LQ�����KDV�QR�EHDULQJ�RQ�;3�PRYHPHQW��&RQVLGHU

WKH� IXQGDPHQWDO� TXHVWLRQ�ZKLFK� HOHPHQWV�PRYH�ZKHUH�� (OHPHQWV� LQ� V\QWD[� DUH� �L�

IHDWXUHV�RU��LL��EXQGOHV�RI�IHDWXUHV��%XQGOHV�RI�IHDWXUHV�DUH�HLWKHU��D��KHDGV��;(V��RU��E�
SKUDVHV��;3V���/HW�XV�DVVXPH�QRZ�WKDW�WKH�IHDWXUHV�LQYROYHG�LQ�V\QWDFWLF�GLVSODFHPHQW
DUH�)�IHDWXUHV�RQO\��7KHQ��LGHDOO\��ERWK�KHDG�PRYHPHQW�DQG�;3�PRYHPHQW�VKRXOG�VWDUW
RXW� DV� SXUH� )�PRYHPHQW�� WKDW� LV�� DV� KHDG� PRYHPHQW� RI� IRUPDO� IHDWXUHV� �&KRPVN\
����������� ,W� WKHQ� IROORZV� WKDW� LQ� WKH� SURFHVV� RI� ;3�PRYHPHQW� WKH� )�IHDWXUHV� DUH
VHSDUDWHG�IURP�WKH�SKUDVH�DV�D�ZKROH��DV�WKH�IRUPHU�PRYH�DV�KHDGV�DQG�WKH�ODWWHU�DV
SKUDVHV��$VVXPLQJ�WKH�VSHOO�RXW�SURFHGXUH�GLVFXVVHG�DERYH��WKLV�LPSOLHV�WKDW�WKH�PRYHG
)�IHDWXUHV�RI�;3V�DUH�HLWKHU�LJQRUHG��LI�QRW�KRVWHG�E\�D�WHUPLQDO�FDUU\LQJ�/(;�IHDWXUHV�RI
VRPH�RWKHU�HOHPHQW��RU�VSHOOHG�RXW�LQ�FRQMXQFWLRQ�ZLWK�WKH�/(;�IHDWXUHV�RI�VRPH�RWKHU
HOHPHQW��FOLWLFL]DWLRQ���,Q�ERWK�FDVHV��WKH�PRYHPHQW�RI�WKH�;3�LWVHOI��PRUH�H[DFWO\��WKH
PRYHPHQW�RI�WKH�/(;�IHDWXUHV�RI�WKH�;3��DSSHDUV�QRW�WR�EH�WULJJHUHG�E\�¶SKRQRORJLFDO·
UHTXLUHPHQWV�KDYLQJ�WR�GR�ZLWK�WKH�VSHOO�RXW�SURFHGXUH��ZKLFK�GRHV�QRW�ORRN�DW�SKUDVHV
EXW�DW�WHUPLQDOV�RQO\��
:LWK�KHDG�PRYHPHQW��WKH�VLWXDWLRQ�LV�HQWLUHO\�GLIIHUHQW��$OO�W\SHV�RI�IHDWXUHV�PRYH�DV

KHDGV�� VR� WKH� )�IHDWXUHV� DQG� /(;�IHDWXUHV� DUH� QHYHU� PRYHG� WR� GLIIHUHQW� �NLQGV� RI�
WHUPLQDOV��7KH�PRYHPHQW�RI�WKH�/(;�IHDWXUHV�DSSHDUV�WR�EH�WULJJHUHG�E\�UHTXLUHPHQWV�RI
WKH�VSHOO�RXW�SURFHGXUH�RQO\��$V�GLVFXVVHG�LQ�WKH�SUHYLRXV�VHFWLRQ��WKLV�SURFHGXUH�QHHGV
ERWK�/(;�IHDWXUHV��WR�VHOHFW�D�SDUDGLJP��DQG�)�IHDWXUHV��WR�VHOHFW�WKH�RSWLPDO�IRUP�IURP
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WKH� SDUDGLJP��� 2QO\� LI� ERWK� W\SHV� RI� IHDWXUHV� PRYH� GR� ZH� JHW� REVHUYDEOH� KHDG
PRYHPHQW��7KLV�OHDYHV�RSHQ�WKH�SRVVLELOLW\�RI�XQREVHUYDEOH�V\QWDFWLF�KHDG�PRYHPHQW
�L�H��PRYHPHQW�RI�)�IHDWXUHV�RQO\��VWUDQGLQJ�/(;�IHDWXUHV���DQG�,�VKRZ�LQ�WKH�IROORZLQJ
VHFWLRQV� WKDW� XQREVHUYDEOH� V\QWDFWLF� KHDG�PRYHPHQW� LV� PXFK�PRUH� SHUYDVLYH� WKDQ
JHQHUDOO\� WKRXJKW�� 7KH�PDLQ� SRLQW� KHUH� LV� WKDW� REVHUYDEOH� KHDG�PRYHPHQW³XQOLNH
REVHUYDEOH�;3�PRYHPHQW³LV�WULJJHUHG�E\�UHTXLUHPHQWV�RI�D�¶SKRQRORJLFDO·�W\SH��QDPHO\
UHTXLUHPHQWV�KDYLQJ�WR�GR�ZLWK�WKH�VSHOO�RXW�SURFHGXUH��7KLV��WKHQ��DSSHDUV�WR�EH�WKH
PDLQ�GLIIHUHQFH�EHWZHHQ�KHDG�PRYHPHQW�DQG�;3�PRYHPHQW�
7KH� SULQFLSOH� LQ� ���� SUHGLFWV� WKDW� REVHUYDEOH� KHDG� PRYHPHQW� HLWKHU� WDUJHWV� WKH

SRVLWLRQ�RI�WKH�KLJKHVW�PHPEHU�LQ�WKH�)�FKDLQ��RU��LQ�FDVH�WKH�KLJKHVW�PHPEHU�RI�WKH�)�
FKDLQ�KDV�OH[LFDO�IHDWXUHV�RI�LWV�RZQ��GRHV�QRW�WDNH�SODFH�DW�DOO��LQ�ZKLFK�FDVH�WKH�KHDG
LV�VSHOOHG�RXW�LQ�WKH�SRVLWLRQ�RI�WKH�ORZHVW�PHPEHU�RI�WKH�)�FKDLQ���,�VKRZ�LQ�WKH�QH[W
WKUHH� VHFWLRQV� WKDW� WKLV� SUHGLFWLRQ� GHVFULEHV� FRUUHFWO\� WKH� V\QWD[� RI� YHUE�PRYHPHQW
DV\PPHWULHV� LQ�*HUPDQLF��ERWK�ZLWK� ILQLWH�YHUEV�DQG�ZLWK� LQILQLWLYHV��DV�ZHOO�DV� WKH
V\QWD[� RI� VR�FDOOHG� UHVWUXFWXULQJ� FRQVWUXFWLRQV� �\LHOGLQJ� WUDQVSDUHQF\� RI� HPEHGGHG
FODXVHV���

�� )LQLWH�YHUE�SODFHPHQW�LQ�&RQWLQHQWDO�:HVW�*HUPDQLF

7KH� &RQWLQHQWDO� :HVW� *HUPDQLF� ODQJXDJHV� �'XWFK�� )ULVLDQ�� *HUPDQ�� VKRZ� D� YHUE
SODFHPHQW�DV\PPHWU\�EHWZHHQ�PDLQ�DQG�HPEHGGHG�FODXVHV�LOOXVWUDWHG�LQ������FI��.RVWHU
������'HQ�%HVWHQ�������=ZDUW�����D���

��� D� VXEMHFW�LQLWLDO�PDLQ�FODXVHV��68%-(&7³9(5%³(7&

-DQ NXVW 0DULH
-RKQ NLVVHV 0DU\

E� LQYHUVLRQ�PDLQ�FODXVHV���;3�³9(5%³68%-(&7³(7&

�:DDURP� NXVW -DQ 0DULH"
ZK\ NLVVHV -RKQ 0DU\
¶�:K\��GRHV�-RKQ�NLVV�0DU\"·

F� HPEHGGHG�FODXVHV��&203/(0(17,=(5³68%-(&7³(7&³9(5%

��GDW -DQ 0DULH NXVW
WKDW -RKQ 0DU\ NLVVHV
¶��WKDW�-RKQ�NLVVHV�0DU\·

$�FRPPRQ� LQJUHGLHQW�RI�DQDO\VHV�RI� WKLV�SDWWHUQ� VLQFH�'HQ�%HVWHQ�������� LV� WKDW� LW
LQYROYHV�)�UHODWHGQHVV�RI�9�DQG�WKH�IXQFWLRQDO�HOHPHQWV�,1)/��7(16(�$*5��DQG�&�203���7KH
)�UHODWHGQHVV�RI�9�DQG�,1)/�LV�VWDQGDUG��DQG�QHHGV�QR�LOOXVWUDWLRQ��7KH�)�UHODWHGQHVV�RI�9
DQG�&�LV�PHGLDWHG�WKURXJK�WKH�)�UHODWHGQHVV�RI�,1)/�DQG�&��VXJJHVWHG�E\�WKH�FRYDULDWLRQ
RI�FRPSOHPHQWL]HUV�DQG�LQIOHFWLRQDO�HOHPHQWV�LQ�����'HQ�%HVWHQ�������

��� D� &� �GDW��¶WKDW·� � ,1)/� �WHQVH�DJUHHPHQW�LQIOHFWLRQ�RQ�WKH�YHUE

E� &� �RP��¶IRU·� � ,1)/� �WH��¶WR·�
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7KH� )�UHODWHGQHVV� RI� 9� DQG� &� LV� IXUWKHUPRUH� VKRZQ� E\� WKH� SKHQRPHQRQ� RI
FRPSOHPHQWL]HU� DJUHHPHQW�� DSSHDULQJ� LQ� D� QXPEHU� RI� &RQWLQHQWDO� :HVW� *HUPDQLF
GLDOHFWV��VHH�'HQ�%HVWHQ�������+RHNVWUD�	�0DUDF]�������=ZDUW�����D�DQG�UHIHUHQFHV
FLWHG�WKHUH��

��� D� ��GDW ]H �(7&� NRPW
WKDW VKH FRPHV��6*

E� ��GDWWH ]H �(7&� NRPPH
WKDW�3/ WKH\ FRPH�3/

:H�FRQFOXGH��WKHQ��WKDW�WKH�SDWWHUQ�LQ�����LQYROYHV�WKH�FKDLQ�RI�)�UHODWHG�HOHPHQWV�LQ
��D���RU��LI�&�LV�DEVHQW�LQ�VXEMHFW�LQLWLDO�PDLQ�FODXVHV��WKH�)�FKDLQ�LQ���E��

��� D� ^&��,1)/��9`
E� ^,1)/��9`

7KDW�&�LV�DEVHQW�LQ�VXEMHFW�LQLWLDO�PDLQ�FODXVHV�LV�VXJJHVWHG�E\�WKH�QDWXUH�RI�WKH�VWUXFWXUH
EXLOGLQJ� SURFHVV� RI� WKH� JUDPPDU� SURSRVHG� LQ� &KRPVN\� ������������ ZKHUH� OH[LFDO
HOHPHQWV� DQG� V\QWDFWLF� FRQVWLWXHQWV� DUH� FRPELQHG� LQ� D� ERWWRP�XS� IDVKLRQ� �E\� WKH
RSHUDWLRQ� 0HUJH��� 6LQFH� ��D�� ODFNV� D� FRPSOHPHQWL]HU� RU� DQ\� RWKHU� HOHPHQW� �DQ
LQWHUURJDWLYH�IHDWXUH�RU�D�WRSLF�IHDWXUH��VWDQGDUGO\�DVVRFLDWHG�ZLWK�&��WKHUH�LV�QR�UHDVRQ

WR�FRPELQH�WKH�FODXVH�-DQ�NXVW�0DULH�LQ���D��ZLWK�D�&�KHDG��\LHOGLQJ�D�&3��,�WKHUHIRUH
DVVXPH�WKDW���D��LV�DQ�,3��73� $*53���ZKLOH���E��DQG���F��DUH�&3V�
$VVXPLQJ�WKH�VXEMHFW�WR�RFFXS\�WKH�VWUXFWXUDO�VXEMHFW�SRVLWLRQ��VSHFLILHU�RI�,1)/��LQ�DOO

FRQVWUXFWLRQV�LQ������7UDYLV�������=ZDUW�����D���LW�DSSHDUV�WKDW�WKH�YHUE�LV�VSHOOHG�RXW
LQ�HDFK�RI�WKH�WKUHH�)�UHODWHG�KHDGV�LQ�WKH�)�FKDLQV�LQ������DFFRUGLQJ�WR�WKH�VFKHPD�LQ
������

����

FODXVH�W\SH ILQLWH�YHUE�VSHOOHG�RXW�LQ

VXEMHFW�LQLWLDO�PDLQ�FODXVH ,1)/

LQYHUVLRQ�PDLQ�FODXVH &

HPEHGGHG�FODXVH 9

$V�VKRZQ�LQ�=ZDUW������D���WKH�GLVWULEXWLRQ�LQ������IROORZV�IURP�WKH�WKHRU\�RI�KHDG
PRYHPHQW�SURSRVHG�LQ�VHFWLRQ���
,Q�VXEMHFW�LQLWLDO�PDLQ�FODXVHV���D���WKH�)�FKDLQ�LV���E���$GRSWLQJ�WKH�GHVFULSWLYH�GHYLFH

RI�IHDWXUH�PRYHPHQW��ZH�VD\�WKDW�WKH�)�IHDWXUHV�RI�WKH�YHUE�PRYH�WR�,1)/��6LQFH�,1)/�ODFNV
/(;�IHDWXUHV�RI�LWV�RZQ��VSHOO�RXW�UHTXLUHPHQWV�WULJJHU�VXEVHTXHQW�PRYHPHQW�RI�WKH�/(;�
IHDWXUHV�RI�WKH�YHUE��7KH�UHVXOW�LV�REVHUYDEOH�KHDG�PRYHPHQW��ZLWK�WKH�YHUE�VSHOOHG�RXW
LQ�WKH�KLJKHVW�PHPEHU�RI�WKH�FKDLQ��,1)/���LQ�DFFRUGDQFH�ZLWK�����
,Q�LQYHUVLRQ�PDLQ�FODXVHV���E���WKH�)�FKDLQ�LV���D���FRQWDLQLQJ�WKH�DGGLWLRQDO�HOHPHQW
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&�DV�KLJKHVW�PHPEHU�RI�WKH�)�FKDLQ��2WKHUZLVH��WKH�GHULYDWLRQ�UXQV�H[DFWO\�OLNH�LQ���D�
DQG�WKH�YHUE�LV�VSHOOHG�RXW�LQ�WKH�KLJKHVW�PHPEHU�RI�WKH�)�FKDLQ��&���DV�SUHVFULEHG�E\�����
,Q� HPEHGGHG� FODXVHV� ��F��� WKH� )�FKDLQ� LV� DJDLQ� ��D��� DV� VKRZQ� E\� WKH� &�,1)/

FRYDULDWLRQ�LQ�����DQG�WKH�SKHQRPHQRQ�RI�FRPSOHPHQWL]HU�DJUHHPHQW�LQ������(PEHGGHG
FODXVHV�GLIIHU�IURP�LQYHUVLRQ�PDLQ�FODXVHV�LQ�WKDW�&�KDV�/(;�IHDWXUHV�RI�LWV�RZQ��WKH�/(;�
IHDWXUHV�RI�WKH�FRPSOHPHQWL]HU���$V�D�UHVXOW��PRYHPHQW�RI�WKH�/(;�IHDWXUHV�RI�WKH�YHUE
WR�WKH�KLJKHVW�SRVLWLRQ�RI�WKH�)�FKDLQ�LV�QRW�WULJJHUHG��DQG�WKH�YHUE�JHWV�VSHOOHG�RXW�LQ�WKH
ORZHVW�SRVLWLRQ�RI�WKH�FKDLQ��E\�����
7KH�SKHQRPHQRQ�RI�FRPSOHPHQWL]HU�DJUHHPHQW� LQ�����UHFHLYHV�D�VWUDLJKWIRUZDUG

DFFRXQW�XQGHU�WKH�DQDO\VLV�SURSRVHG�KHUH��,QIOHFWHG�FRPSOHPHQWL]HUV�VLPSO\�FRPELQH
WKH�/(;�IHDWXUHV�RI�D�FRPSOHPHQWL]HU�DQG�WKH�)�IHDWXUHV�RI�D�YHUE�
7KH�FRUUHFWQHVV�RI�WKLV�DQDO\VLV�LV�VKRZQ�E\�WKH�IDFW�WKDW�FRPSOHPHQWL]HU�DJUHHPHQW

DQG�YHUE�PRYHPHQW�WR�,1)/�DUH�PXWXDOO\�H[FOXVLYH��7KLV�LV�VXJJHVWHG�E\�WKH�GLVWULEXWLRQ
RI�FRPSOHPHQWL]HU�DJUHHPHQW��RFFXUULQJ�RQO\�LQ�ODQJXDJHV�DQG�GLDOHFWV�VKRZLQJ�WKH�YHUE
SODFHPHQW�SDWWHUQ�LQ������=ZDUW�����E���,W�LV�DOVR�GHPRQVWUDWHG�PRUH�FRQFOXVLYHO\�LQ
)ULVLDQ�� D� ODQJXDJH� VKRZLQJ� ERWK� FRPSOHPHQWL]HU� DJUHHPHQW� DQG�� XQGHU� FHUWDLQ
FRQGLWLRQV��HPEHGGHG�YHUE�PRYHPHQW��L�H��WKH�PDLQ�FODXVH�SDWWHUQ���D��LQ�DQ�HPEHGGHG
FODXVH�LQWURGXFHG�E\�D�FRPSOHPHQWL]HU���,Q�WKRVH�FDVHV��FRPSOHPHQWL]HU�DJUHHPHQW�LV
DEVHQW��=ZDUW�����D������

���� D� &��$*5�³68%-(&7³(7&³9(5%

��^GDWVWR�GDW�GR` VRNV QHW OHDXZH PRDVW )ULVLDQ
WKDW��6*�WKDW�\RX VXFK QRW EHOLHYH PXVW��6*
¶��WKDW�\RX�VKRXOG�QRW�EHOLHYH�VXFK�WKLQJV·

E� &��$*5�³68%-(&7³9(5%³(7&

��^GDW�GR�GDWVWR` PRDVW VRNV QHW OHDXZH
WKDW�\RX�WKDW��6* PXVW��6* VXFK QRW EHOLHYH
¶��WKDW�\RX�PXVW�QRW�EHOLHYH�VXFK�WKLQJV·

7KH�DEVHQFH�RI�FRPSOHPHQWL]HU�DJUHHPHQW�LQ�WKH�HPEHGGHG�YHUE�PRYHPHQW�H[DPSOH
���E�� VKRZV� WKDW� LQ� WKLV� FDVH�� &� LV� QRW� LQFOXGHG� LQ� WKH� FKDLQ� RI� )�UHODWHG� HOHPHQWV
DVVRFLDWHG�ZLWK�WKH�YHUE��L�H��WKH�)�FKDLQ�LV���E���QRW���D����$V�SUHGLFWHG�E\������WKH
HPEHGGHG�FODXVH�QRZ�EHKDYHV�OLNH�D�VXEMHFW�LQLWLDO�PDLQ�FODXVH��ZLWK�WKH�/(;�IHDWXUHV�RI
WKH�YHUE�PRYLQJ�WR�WKH�KLJKHVW�PHPEHU�RI�WKH�FKDLQ��,1)/��ZLWK�VXEVHTXHQW�VSHOO�RXW�RI
WKH�YHUE�LQ�,1)/��,Q����D���&�LV�LQFOXGHG�LQ�WKH�)�FKDLQ��QRZ�RI�WKH�W\SH���D���DV�GLVFXVVHG
DERYH���QR�PRYHPHQW�RI�WKH�YHUE·V�/(;�IHDWXUHV�LV�WULJJHUHG��DQG�WKH�YHUE�JHWV�VSHOOHG�RXW
LQ�WKH�SRVLWLRQ�RI�WKH�ORZHVW�PHPEHU�RI�WKH�FKDLQ��9��
0RUH�JHQHUDOO\��LW�VHHPV�WKDW�DQ�¶HOHFWULF�FXUUHQW·�LV�UXQQLQJ�WKURXJK�DOO�WKH�PHPEHUV

RI�DQ�)�FKDLQ��DQG�WKDW�LQ�D�V\QWDFWLF�VHQVH��KHDG�PRYHPHQW�WDNHV�SODFH�WKURXJK�DOO�WKH

HOHPHQWV�RI�WKH�)�FKDLQ��LQ�WKH�IRUP�RI�IHDWXUH�PRYHPHQW��RU�DJUHHPHQW���2EVHUYDEOH
KHDG�PRYHPHQW�LV�PXFK�PRUH�OLPLWHG��DV�GHWHUPLQHG�E\�WKH�SULQFLSOH������L�H���XOWLPDWHO\
E\�UHTXLUHPHQWV�RI�LQWHUSUHWDELOLW\�DW�3)��,Q�WKH�)ULVLDQ�H[DPSOH����D���WKH�FXUUHQW�UXQV
WKURXJK�WKH�)�UHODWHG�KHDGV�9��,1)/��DQG�&��EXW�WKH�PLGGOH�HOHPHQW�LQ�WKH�)�FKDLQ��,1)/�
LV�QRW�YLVLEOH�KHUH��RU�LQ�WKH�VWDQGDUG�'XWFK�FRQVWUXFWLRQ���F����+RZHYHU��ZKHQ�WKH
FXUUHQW�LV�LQWHUUXSWHG�EHWZHHQ�,1)/�DQG�&��DV�LQ����E���,1)/�VXGGHQO\�UHVXUIDFHV��PDGH
YLVLEOH�E\� WKH�PRYHPHQW�RI� WKH� /(;�IHDWXUHV�RI� WKH�YHUE� WR�ZKDW� LV�QRZ� WKH�KLJKHVW
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PHPEHU�RI�WKH�)�FKDLQ�
,�ZRXOG�OLNH�WR�GUDZ�WKH�IROORZLQJ�FRQFOXVLRQ�UHJDUGLQJ�WKH�QDWXUH�RI�KHDG�PRYHPHQW�

$�ODUJH�SDUW�RI�KHDG�PRYHPHQW�LV�SKRQRORJLFDOO\��DFWXDOO\��PRUSKRORJLFDOO\��PRWLYDWHG�
7KLV�LV�WKH�PRYHPHQW�RI�/(;�IHDWXUHV�\LHOGLQJ�REVHUYDEOH�KHDG�PRYHPHQW��$OVR��D�ODUJH
SDUW�RI�V\QWDFWLFDOO\�WULJJHUHG�KHDG�PRYHPHQW��)�PRYHPHQW�� LV�QRW�REVHUYDEOH��%XW�

FUXFLDOO\��WKHUH�FDQ�EH�QR�REVHUYDEOH�KHDG�PRYHPHQW��/(;�PRYHPHQW��ZLWKRXW�FRYHUW
KHDG�PRYHPHQW� �)�PRYHPHQW���+HQFH�� WKHUH� LV� QR� HYLGHQFH� LQ� WKH�KHDG�PRYHPHQW
SKHQRPHQD�GLVFXVVHG�KHUH�WKDW�VXJJHVWV�WKH�SRVVLELOLW\�RI�YHUE�PRYHPHQW�WR�SRVLWLRQV
WKDW�DUH�QRW�KHDGV�LQ�WKH�V\QWDFWLF�SKUDVH�VWUXFWXUH�

�� ,QILQLWLYH�SODFHPHQW�LQ�'XWFK�DQG�)ULVLDQ

,W�LV�RIWHQ�LPSOLFLWO\�DVVXPHG�WKDW�YHUE�PRYHPHQW�LV�UHODWHG�WR�ILQLWHQHVV��WR�WKH�HIIHFW
WKDW�WKH�IDFWRUV�WULJJHULQJ�YHUE�PRYHPHQW�GR�QRW�DIIHFW�LQILQLWLYHV��7R�WKH�EHVW�RI�P\
NQRZOHGJH��WKHUH�LV�QR�WKHRUHWLFDO�EDVLV�IRU�WKLV�DV\PPHWULF�WUHDWPHQW�RI�ILQLWH�YHUEV�DQG
LQILQLWLYHV��VHH�DOVR�9DQJVQHV�����������$EVHQFH�RI�GLVSODFHPHQW�LV�VWDQGDUGO\�UHODWHG

WR�DEVHQFH�RI�D�IHDWXUH�WULJJHULQJ�WKH�GLVSODFHPHQW��EXW�QRW�WR�D�SDUWLFXODU�YDOXH�RI�WKH
IHDWXUH�WULJJHULQJ�GLVSODFHPHQW��,I�WKH�YHUE�DQG�,1)/�DUH�)�UHODWHG�WKURXJK�WKH�IHDWXUH
>7(16(@��LW�LV�QRW�FOHDU�ZK\�D�QHJDWLYH�YDOXH�RI�WKLV�IHDWXUH��WKH�>�),1,7(@�RI�LQILQLWLYDO
FODXVHV��VKRXOG�EORFN�WKH�)�UHODWHGQHVV�
7KH�DQDO\VLV�RI�ILQLWH�YHUE�SODFHPHQW�LQ�VHFWLRQ���FRYHUV�WKH�GLVWULEXWLRQ�RI�LQILQLWLYHV

LQ�&RQWLQHQWDO�:HVW�*HUPDQLF�ZLWKRXW�IXUWKHU�DVVXPSWLRQV�
7KH�PDLQ� IDFW� WR�EH�H[SODLQHG� LV� WKDW� LQILQLWLYHV�YLUWXDOO\�DOZD\V�RFFXS\� WKH�EDVH

SRVLWLRQ�RI�WKH�YHUE��7ZR�VLWXDWLRQV�QHHG�WR�EH�GLVWLQJXLVKHG��GHSHQGLQJ�RQ�WKH�SUHVHQFH
RU�DEVHQFH�RI�D�FRPSOHPHQWL]HU�

���� D� �FRPSOHPHQWL]HU��&³�68%-(&7�³(7&³9�,1)
��RP KHW�ERHN WH�NRSHQ
IRU WKH�ERRN WR�EX\�,1)
¶���LQ�RUGHU��WR�EX\�WKH�ERRN·

E� �FRPSOHPHQWL]HU��9³�68%-(&7�³(7&³9�,1)
���GDQ]H�� ZLOOHQ� GLHQHQ�ERHN� NXRSHQ :HVW�)OHPLVK
WKDW��3/�WKH\ ZDQW�3/ WKDW�ERRN EX\�,1)
¶���WKDW�WKH\��ZDQW�WR�EX\�WKDW�ERRN·

7KH�SRVLWLRQ�RI�WKH�LQILQLWLYH�LV�LGHQWLFDO�WR�WKH�SRVLWLRQ�RI�WKH�ILQLWH�YHUE�LQ�HPEHGGHG
FODXVHV��FI����F����DV�FRXOG�EH�VHHQ�LQ�WKH�UHODWLYH�SRVLWLRQ�RI�WKH�ILQLWH�YHUE�DQG�WKH
LQILQLWLYH�ZLWK�UHVSHFW�WR�FRPSOHPHQWV��DGYHUEV��QHJDWLRQ��DQG�H[WUDSRVHG�PDWHULDO��$V
WKLV�LV�XQFRQWHVWHG��LW�ZLOO�JR�ZLWKRXW�GHPRQVWUDWLRQ�KHUH��7KH�H[DPSOH�LQ����E��LV�WDNHQ

IURP�WKH�:HVW�)OHPLVK�GLDOHFW��DV�LW�VKRZV�WKDW�DQ�LQILQLWLYDO��NXRSHQ��GHSHQGHQW�RQ�D

PDWUL[�YHUE��ZLOOHQ��GRHV�QRW�IRUP�D�FOXVWHU�ZLWK�WKH�PDWUL[�YHUE��DV�FRXOG�HDVLO\�EH
FRQFOXGHG�E\�ORRNLQJ�DW�6WDQGDUG�'XWFK�IDFWV��VXFK�DV�������DORQH�

���� ��GDW ]H KHW�ERHN ZLOOHQ �(7&� NRSHQ 'XWFK
WKDW WKH\ WKH�ERRN ZDQW�3/ EX\�,1)
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¶��WKDW�WKH\�ZDQW�WR�EX\�WKH�ERRN·

,Q� VHFWLRQ� ��� )�UHODWHGQHVV� RI� ILQLWH� 9� DQG� &� ZDV� VXSSRUWHG� E\� WKH� FRYDULDWLRQ� RI
FRPSOHPHQWL]HU�DQG�WHQVH�DJUHHPHQW�UHDOL]DWLRQ�REVHUYHG�LQ������6LQFH�WKH�FRYDULDWLRQ
FDQ�RQO\�EH�HVWDEOLVKHG�E\�FRPSDULQJ�ILQLWH�DQG�QRQILQLWH�YHUEV�ZLWK�WKH�FRUUHVSRQGLQJ
FRPSOHPHQWL]HUV��LW�VHUYHV�WR�GHPRQVWUDWH�)�UHODWHGQHVV�WR�&�RI�ILQLWH�DQG�QRQILQLWH�YHUEV
DOLNH��:H�PXVW�FRQFOXGH��WKHQ��WKDW�WKH�LQILQLWLYDO�YHUE�LQ����D��LV�)�UHODWHG�WR�&��YLD�,1)/�
IRUPLQJ�DQ�)�FKDLQ�RI� WKH�W\SH� LQ���D���$V�ZLWK�ILQLWH�YHUEV��ZH�PD\�GHVFULEH�WKH�)�
UHODWHGQHVV�DV�PRYHPHQW�RI�WKH�IRUPDO�IHDWXUHV�RI�WKH�LQILQLWLYH��YLD�,1)/��WR�&��6LQFH�WKH

FRPSOHPHQWL]HU�RP�KDV�/(;�IHDWXUHV�RI�LWV�RZQ��ZH�H[SHFW�WKH�/(;�IHDWXUHV�RI�WKH�YHUE
WR�UHPDLQ�LQ�WKH�9�SRVLWLRQ��WKH�ORZHVW�SRVLWLRQ�RI�WKH�)�FKDLQ���ZKLFK�LV�ZKHUH�WKH�YHUE
LV�XOWLPDWHO\�VSHOOHG�RXW��

7KH�VHQWHQFH�ILQDO�SRVLWLRQ�RI�WKH�LQILQLWLYH�LQ����E��IROORZV�LI�WKH�LQILQLWLYH�LV�)�UHODWHG
WR�WKH�KLJKHU�YHUE��,Q�WKDW�FDVH��DQ�)�FKDLQ�H[LVWV�RI�WKH�W\SH�LQ������

���� �9� ,1)/� 9�,1)�

$JDLQ��VLQFH�WKH�KLJKHVW�PHPEHU�RI�WKH�)�FKDLQ��WKH�PDWUL[�YHUE��KDV�/(;�IHDWXUHV�RI�LWV
RZQ��WKH�/(;�IHDWXUHV�RI�WKH�LQILQLWLYH�UHPDLQ�LQ�WKH�ORZHVW�SRVLWLRQ�RI�WKH�FKDLQ��E\������
DQG�WKH�QRQILQLWH�YHUE�JHWV�VSHOOHG�RXW�LQ�LWV�EDVH�SRVLWLRQ�
7KDW� WKH� YHUE� �RU� ,1)/�� RI� D� QRQILQLWH�� FRPSOHPHQWL]HUOHVV� HPEHGGHG� FODXVH� LV

VRPHKRZ�OLQNHG�WR�WKH�YHUE�RI�WKH�KLJKHU�FODXVH�KDV�EHHQ�SURSRVHG�PDQ\�WLPHV��PRVW
UHFHQWO\� E\� &KRPVN\� ���������� &KRPVN\� GLVWLQJXLVKHV� WZR� W\SHV� RI� LQIOHFWLRQDO
IXQFWLRQDO� KHDGV�� 7&203�/(7(�� DQG� 7'()�(&7,9(��� FRPSOHWHQHVV�GHIHFWLYLW\� UHIHUULQJ� WR� WKH
SUHVHQFH�RI�D�IXOO�VHW�RI�Q�IHDWXUHV�����������7&203�DSSHDUV�LQ�ILQLWH�FODXVHV�DQG�FRQWURO
FRPSOHPHQW�FODXVHV��7'()�LQ�UDLVLQJ�DQG�([FHSWLRQDO�&DVHPDUNLQJ��(&0��FRPSOHPHQW
FODXVHV��&KRPVN\����������GHVFULEHV�WKH�UHODWLRQ�EHWZHHQ�7�DQG�D�KLJKHU�&�9�HOHPHQW
DV�RQH�RI�¶VHOHFWLRQ·�

���� D� &�VHOHFWV�7&203�
E� 9�VHOHFWV�7'()

,Q�RXU�DQDO\VLV��WKH�FRQFHSW�RI�VHOHFWLRQ��HVSHFLDOO\�LQ����D���LV�UHSODFHG�E\�WKH�FRQFHSW
RI�)�UHODWHGQHVV��VXJJHVWLQJ�WKH�VWDWH�RI�DIIDLUV�LQ������

���� D� 7&203�LV�)�UHODWHG�WR�&
E� 7'()�LV�)�UHODWHG�WR�9

,I�WKLV�LV�FRUUHFW��7�LV�DOZD\V�)�UHODWHG�WR�D�KLJKHU�KHDG��UHJDUGOHVV�RI�ILQLWHQHVV��&ODXVH
���D��JHQHUDOL]HV�RYHU� ILQLWH�FRPSOHPHQW�FODXVHV�DQG�QRQILQLWH�FRQWURO�FRPSOHPHQW
FODXVHV��DQG�FODXVH����E��DSSOLHV�WR�RQO\�D�VXEFODVV�RI�QRQILQLWH�FRPSOHPHQW�FODXVHV�
QDPHO\�WKRVH�ODFNLQJ�D�FRPSOHPHQWL]HU�
7KH�DQDO\VLV�SURSRVHG�KHUH�HQWDLOV�WKDW�WKH�GHIDXOW�V\QWD[�IRU�LQILQLWLYHV�LQ�ERWK�FDVHV

LQYROYHV�PRYHPHQW��L�H��)�PRYHPHQW�DQG�/(;�PRYHPHQW��WR�,1)/��MXVW�OLNH�LQ���D��ZLWK
ILQLWH� YHUEV�� 7KLV� GHIDXOW� VLWXDWLRQ� LV� QHYHU� REVHUYHG� VLQFH� QRQILQLWH� ,1)/� �ZKHWKHU
FRPSOHWH�RU�GHIHFWLYH��LV�DOZD\V�)�UHODWHG�WR�D�KLJKHU�KHDG�KRVWLQJ�LWV�RZQ�/(;�IHDWXUHV



��

�L�H��&�RU�9���7KHUHIRUH��WKH�)�IHDWXUHV�RI�WKH�LQILQLWLYDO�LQYDULDEO\�HQG�XS�LQ�D�WHUPLQDO
KRVWLQJ�/(;�IHDWXUHV�RI�LWV�RZQ��D�FRPSOHPHQWL]HU�LQ����D���D�KLJKHU�YHUE�LQ����E��DQG
������

$� FXULRXV� FRQVWUXFWLRQ� IURP� )ULVLDQ�� FDOOHG� WKH� ,PSHUDWLYXV� SUR� ,QILQLWLYR� �,3,�
FRQVWUXFWLRQ�� GLVFXVVHG� LQ�+RHNVWUD� �������� VXJJHVWV� WKDW� WKLV� YLHZ�RI� LQILQLWLYHV� LQ
&RQWLQHQWDO�:HVW�*HUPDQLF�DV�XQGHUJRLQJ�FRYHUW��V\QWDFWLF��KHDG�PRYHPHQW�LV�FRUUHFW�
7KLV� FRQVWUXFWLRQ� VKRZV� WKDW� WKH� GHIDXOW� V\QWD[� RI� LQILQLWLYHV� GRHV� LQYROYH� YHUE
PRYHPHQW��ZKLFK�LV�QRUPDOO\�EORFNHG�EHFDXVH�WKH�KLJKHVW�PHPEHU�RI�WKH�)�FKDLQ�KDV�LWV
RZQ�OH[LFDO�IHDWXUHV�
7KH�,3,�FRQVWUXFWLRQ�LV�D�YDULDQW�RI�D�FRQWURO�FRQVWUXFWLRQ��ZKHUH�WKH�FRPSOHPHQWL]HU

�RP��DV�LQ����D���LV�UHSODFHG�E\�D�FRRUGLQDWLQJ�FRQMXQFWLRQ�HQ� ¶DQG·��LQ������� ,03� 
LPSHUDWLYH��

���� 7KH�)ULVLDQ�,3,�&RQVWUXFWLRQ

D� ZLWK�RP�¶IRU·���L��&³�352�³(7&³99�,1),1)� �LL��&³�352�³99�,1),1)³(7&

�L� �,N�ULHG�MLPPH�RDQ� RP QHW WH�IROOH�NRIMH WH�GULQNHQ
,�DGYLVH�\RX IRU QRW WR�PXFK�FRIIHH WR�GULQN�,1)
¶�,�DGYLVH�\RX��WR�GULQN�QRW�WRR�PXFK�FRIIHH�·

�LL�  �,N�ULHG�MLPPH�RDQ� RP WH�GULQNHQ QHW WH�IROOH�NRIMH
,�DGYLVH�\RX IRU WR�GULQN QR WRR�PXFK�FRIIHH

E� ZLWK�HQ�¶DQG·���L��	³�352�³99�,03,03³(7&� �LL� 	³�352�³(7&³99�,03,03�,1),1)

�L� �,N�ULHG�MLPPH�RDQ� HQ GULQN QHW WH�IROOH�NRIMH
,�DGYLVH�\RX DQG GULQN�,03 QRW WRR�PXFK�FRIIHH
¶�,�DGYLVH�\RX��WR�GULQN�QRW�WRR�PXFK�FRIIHH�·

�LL�  �,N�ULHG�MLPPH�RDQ� HQ QHW WH�IROOH�NRIMH GULQN�WH�GULQNHQ
,�DGYLVH�\RX DQG QRW WRR�PXFK�FRIIHH GULQN�,03�WR�GULQN�,1)

7KH�,3,�HIIHFW�LV�LOOXVWUDWHG�LQ����EL���FRPSDUHG�ZLWK����DL���WKH�FRPSOHPHQWL]HU�RP�LV

UHSODFHG�E\�WKH�FRQMXQFWLRQ�HQ�¶DQG·��DQG�WKH�LQILQLWLYH�WH�GULQNHQ�¶WR�GULQN·�LV�UHSODFHG

E\�WKH�LPSHUDWLYH�IRUP�GULQN��5HPDUNDEO\��WKH�LPSHUDWLYH�VKRZV�XS�LQ�ZKDW�ORRNV�OLNH
WKH� VHFRQG�SRVLWLRQ�RI� WKH� HPEHGGHG� FODXVH� �DVVXPLQJ�D� FRYHUW� VXEMHFW� 352� LQ� ILUVW
SRVLWLRQ������DLL��DQG����ELL��DUH�LQFOXGHG�WR�VKRZ�WKDW�WKH�LQILQLWLYH�LV�LQ�ILQDO�SRVLWLRQ

ZKHQ�WKH�FRPSOHPHQWL]HU�RP�LV�XVHG��DV�LQ�'XWFK����D����DQG�WKDW�WKH�LPSHUDWLYH�RU

QRQILQLWH�YHUE�FDQQRW�UHPDLQ�LQ�ILQDO�SRVLWLRQ�ZKHQ�WKH�FRQMXQFWLRQ�HQ�LV�XVHG���

7KH�YHUE�SODFHPHQW�LQ����EL��LV�UHPLQLVFHQW�RI�VLPLODU�YHUE�SODFHPHQW�SKHQRPHQD
DSSHDULQJ�LQ�WKH�VHFRQG�FRQMXQFW�RI�D�FRRUGLQDWLRQ�RI�WZR�HPEHGGHG�FODXVHV�

���� &³>> 68%-(&7³,1)/³(7&³9(5% @³	³> 68%-(&7³9(5%³(7& @@

$OV�MH�WH�ODDW�WKXLV�NRPW�HQ�MH�KHEW�JHHQ�VOHXWHO�ELM�MH��� 'XWFK
ZKHQ�\RX�WRR�ODWH�KRPH�FRPH��6*�DQG�\RX�KDYH��6*�QR�NH\�ZLWK�\RX

7KH�YHUE�SODFHPHQW�LQ������LV�UHDGLO\�H[SODLQHG�LI�ZH�DVVXPH��ZLWK�-RKDQQHVVHQ��������
WKDW�WKH�VHFRQG�PHPEHU�RI�D�FRRUGLQDWHG�FRQVWUXFWLRQ�PD\�VKRZ�GHIDXOW�V\QWD[��,Q�WKH
GRPDLQ�RI�YHUE�SODFHPHQW��WKLV�FDQ�EH�GHVFULEHG�DV�IROORZV�
7KH�YHUE�RI�WKH�ILUVW�PHPEHU�RI�WKH�FRRUGLQDWHG�FRQVWUXFWLRQ�LQ������LV�LQ�DQ�)�FKDLQ

ZLWK�,1)/�DQG�&��6LQFH�&�KDV�/(;�IHDWXUHV�RI�LWV�RZQ��WKH�/(;�IHDWXUHV�RI�WKH�YHUE�DUH�QRW
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WULJJHUHG� WR�PRYH��DQG� WKH�YHUE�JHWV� VSHOOHG�RXW� LQ� LWV�EDVH�SRVLWLRQ�� ,Q� WKH� VHFRQG
PHPEHU��WKH�)�FKDLQ�RI�WKH�YHUE�GRHV�QRW�H[WHQG�WR�&��VR�WKDW�WKH�KLJKHVW�PHPEHU�RI�WKH
)�FKDLQ�LV�,1)/��6LQFH�,1)/�KDV�QR�/(;�IHDWXUHV�RI�LWV�RZQ��WKH�/(;�IHDWXUHV�RI�WKH�YHUE
PRYH�WR�,1)/��E\�WKH�SULQFLSOH�LQ�������DQG�WKH�FODXVH�VKRZV�WKH�YHUE�SODFHPHQW�RI�DQ
LQGHSHQGHQW�FODXVH��FI����D���
,� ZRXOG� OLNH� WR� SURSRVH� WKDW� WKH� SUHVHQFH� RI� WKH� FRQMXQFWLRQ� UHSODFLQJ� WKH

FRPSOHPHQWL]HU�LQ����EL��LV�WKH�NH\�WR�RXU�XQGHUVWDQGLQJ�RI�WKH�,3,�FRQVWUXFWLRQ��7KH

H[SODQDWLRQ�RI�WKH�YHUE�SODFHPHQW�LQ������WDFLWO\�DVVXPHG�WKDW�WKH�FRQMXQFWLRQ�HQ�LV�QRW
LQFOXGHG�LQ�WKH�)�FKDLQ�RI�WKH�YHUE�RI�WKH�VHFRQG�FRQMXQFW���,I�LW�ZHUH��LW�ZRXOG�EH�WKH
KLJKHVW�PHPEHU�RI�WKH�)�FKDLQ��KRVWLQJ�/(;�IHDWXUHV�RI�LWV�RZQ��DQG�EORFNLQJ�PRYHPHQW
RI�WKH�/(;�IHDWXUHV�RI�WKH�YHUE��\LHOGLQJ�VSHOO�RXW�RI�WKH�YHUE�LQ�LWV�EDVH�SRVLWLRQ��FRQWUDU\
WR�IDFW���,Q�WKH�DEVHQFH�RI�HYLGHQFH�WR�WKH�FRQWUDU\��,�ZLOO�DVVXPH�WKDW�FRQMXQFWLRQV�DUH
QHYHU�LQFOXGHG�LQ�WKH�)�FKDLQ�RI�D�YHUE��7KLV��WKHQ��\LHOGV�DQ�DV\PPHWU\�EHWZHHQ����D�

DQG����E���,Q����D���WKH�HPEHGGHG�FODXVH�LV�LQWURGXFHG�E\�D�FRPSOHPHQWL]HU�RP��ZKLFK
ZH�DVVXPHG�LV�LQFOXGHG�LQ�WKH�)�FKDLQ�RI�WKH�QRQILQLWH�YHUE��%XW�LQ����E���WKH�HPEHGGHG

FODXVH�LV�LQWURGXFHG�E\�WKH�FRQMXQFWLRQ�HQ��ZKLFK�ZH�DVVXPHG�LV�QRW�LQFOXGHG�LQ�WKH�)�
FKDLQ�RI�WKH�YHUE��7KH�SRVLWLRQ�RI�WKH�YHUE�LQ����EL��QRZ�IROORZV�LI�WKHUH�LV�DQ�)�FKDLQ
LQFOXGLQJ�WKH�YHUE�DQG�,1)/��VR�WKDW�WKH�/(;�IHDWXUHV�RI�WKH�YHUE�DUH�IRUFHG�WR�PRYH�WR�,1)/
�ZKLFK�ODFNV�/(;�IHDWXUHV�RI�LWV�RZQ��DQG�REVHUYDEOH�YHUE�PRYHPHQW�UHVXOWV�
7KH�)ULVLDQ�,3,�FRQVWUXFWLRQ�VXSSRUWV�WKH�LGHD�WKDW�V\QWDFWLF�KHDG�PRYHPHQW��L�H��)�

PRYHPHQW��LV�DV�SHUYDVLYH�LQ�LQILQLWLYDO�FODXVHV�DV�LQ�ILQLWH�FODXVHV��7KH�FLUFXPVWDQFH�WKDW

REVHUYDEOH�KHDG�PRYHPHQW�LV�VR�OLPLWHG�LQ�LQILQLWLYDOV�DSSHDUV�WR�EH�DQ�HSLSKHQRPHQRQ�
GXH� WR� WKH�SUHVHQFH�RI� OH[LFDO� HOHPHQWV� LQ� WKH�KLJKHVW�SRVLWLRQ�RI� WKH�)�FKDLQ�RI� DQ
LQILQLWLYDO�YHUE�

�� 'HIHFWLYH�WHQVH�DQG�UHVWUXFWXULQJ

,Q� VHFWLRQ� ��� WKH� QDWXUH� RI� WKH� UHODWLRQ� EHWZHHQ� ,1)/� �7'()�� DQG� WKH� KLJKHU� YHUE� LQ
UDLVLQJ�(&0�FRQVWUXFWLRQV�KDV�UHPDLQHG�XQFOHDU��,Q�SDUWLFXODU��LW�LV�QRW�FOHDU�WKDW�WKH
UHODWLRQ�EHWZHHQ�7'()�DQG�9�LV�RQH�RI�IHDWXUH�YDOXDWLRQ��D�GHILQLQJ�FKDUDFWHULVWLF�RI�)�
UHODWHGQHVV�E\������
$FFRUGLQJ�WR�&KRPVN\·V����������SURSRVDO��7'()�FDQQRW�KDYH�DQ�(33�IHDWXUH��L�H���LW

FDQQRW�OLFHQVH�D�VXEMHFW�LQ�LWV�VSHFLILHU�SRVLWLRQ���$V�D�UHVXOW��WKH�VXEMHFW�RI�WKH�HPEHGGHG
FODXVH�LV�OLFHQVHG�LQ�WKH�IXQFWLRQDO�GRPDLQ�RI�WKH�KLJKHU�YHUE��WKH�WZR�FODXVHV�VKDULQJ
D�VLQJOH�IXQFWLRQDO�GRPDLQ��¶UHVWUXFWXULQJ·��

���� D� ��GDW LN -DQ JLVWHUHQ ]DJ ZHUNHQ 'XWFK��(&0
WKDW , -RKQ \HVWHUGD\ VDZ ZRUN�,1)
¶��WKDW�,�VDZ�-RKQ�ZRUN�\HVWHUGD\·

E� ��GDW -DQ QLHW VFKLMQW WH�ZHUNHQ 'XWFK��UDLVLQJ
WKDW -RKQ QRW VHHPV WR�ZRUN�,1)
¶��WKDW�-RKQ�GLG�QRW�VHHP�WR�ZRUN·

,Q�������WKH�DGYHUEV�JLVWHUHQ�¶\HVWHUGD\·�DQG�QLHW�¶QRW·�DUH�LQWHUSUHWHG�DV�EHORQJLQJ�WR�WKH
PDWUL[�FODXVH��LQGLFDWLQJ�WKDW�WKH�H[WHUQDO�DUJXPHQW�RI�WKH�HPEHGGHG�FODXVH�KDV�EHHQ



��

GLVSODFHG� WR� D� SRVLWLRQ� LQ� WKH�PDWUL[� FODXVH� �DQ� REMHFW� SRVLWLRQ� LQ� ���D��� D� VXEMHFW
SRVLWLRQ�LQ����E����$VVXPLQJ�WKDW�7'()� LV�)�UHODWHG�WR�D�KLJKHU�YHUE��DV�LQ�����������
DOORZV�XV�WR�IRUPXODWH�WKH�IROORZLQJ�JHQHUDOL]DWLRQ�

���� $OO�DUJXPHQWV�RI�WKH�PHPEHUV�RI�DQ�)�FKDLQ�&�DUH�OLFHQVHG�LQ�WKH�IXQFWLRQDO�GRPDLQ
RI�WKH�KLJKHVW�YHUE�LQ�&

7KH�JHQHUDOL]DWLRQ�LQ������HQWDLOV�WKDW�WKH�FUXFLDO�IDFWRU�LQ�UHVWUXFWXULQJ�LV�QRW�VHOHFWLRQ
RI�7'()�E\�D�KLJKHU�YHUE��DV�VXJJHVWHG�E\�&KRPVN\���������EXW�)�UHODWHGQHVV��7KDW�WKH
VHOHFWLRQ� UHODWLRQ� EHWZHHQ� 7'()� DQG� 9� GRHV� QRW� VXIILFH� LV� VKRZQ� E\� WKH� IDFW� WKDW
UHVWUXFWXULQJ�DIIHFWV�QRW�RQO\�WKH�VXEMHFW�RI�WKH�HPEHGGHG�FODXVH��EXW�WKH�REMHFW�DV�ZHOO��

���� D� ��GDW LN -DQ 0DULH JLVWHUHQ ]DJ NXVVHQ
WKDW , -RKQ 0DU\ \HVWHUGD\ VDZ NLVV�,1)
¶��WKDW�,�VDZ�-RKQ�NLVV�0DU\�\HVWHUGD\·

E� ��GDW -DQ 0DULH QLHW VFKLMQW WH�NHQQHQ
WKDW -RKQ 0DU\ QRW VHHPV WR�NQRZ�,1)
¶��WKDW�-RKQ�GRHV�QRW�VHHP�WR�NQRZ�0DU\·

7KH�UHVWUXFWXULQJ�IDFWV�VKRZ�WKDW�LQ�UHVWUXFWXULQJ�VLWXDWLRQV��WKH�HQWLUH�IXQFWLRQDO�GRPDLQ
RI�WKH�HPEHGGHG�FODXVH�LV�GHIHFWLYH��QRW�MXVW�7'()��DV�GHVFULEHG�LQ������
,�ZRXOG�OLNH�WR�SURSRVH�WKDW�LQ�UHVWUXFWXULQJ�FRQILJXUDWLRQV��WKH�PHPEHUV�RI�WKH�)�

FKDLQ�RI�WKH�HPEHGGHG�FODXVH�WUDQVIHU�WKH�FDSDFLW\�WR�OLFHQVH�QRXQ�SKUDVHV��DV�VXEMHFWV
RU� REMHFWV�� WR� WKH� �)�FKDLQ� RI� WKH�� PDWUL[� YHUE�� $V� D� UHVXOW�� WKH� DUJXPHQWV� RI� WKH
HPEHGGHG�YHUE�FDQ�EH�OLFHQVHG�LQ�WKH�IXQFWLRQDO�GRPDLQ�RI�WKH�PDWUL[�YHUE��7KLV�LPSOLHV
WKDW�WKH�UHODWLRQ�EHWZHHQ�WKH�PDWUL[�YHUE�DQG�7'()�LV�LQGHHG�RQH�RI�)�UHODWHGQHVV��DV�WKH
PDWUL[�YHUE��DQG�LWV�IXQFWLRQDO�KHDGV��LV�LQYROYHG�LQ�WKH�YDOXDWLRQ�RI�WKH�IHDWXUHV�RI�7'()
�FI��������

7KH�SURSRVDO�LQ������WR�UHODWH�GHIHFWLYHQHVV�WR�)�UHODWHGQHVV�KDV�WKH�DGYDQWDJH�WKDW
UHVWUXFWXULQJ�FDQ�EH�OLQNHG�WR�YHUE�SODFHPHQW�LQ�D�VWUDLJKWIRUZDUG�ZD\��,Q�UHVWUXFWXULQJ
FRQVWUXFWLRQV��WKH�YHUE�VWD\V�LQ�LWV�EDVH�SRVLWLRQ��DV�PD\�EH�FRQFOXGHG�IURP������

���� D� ��GDW LN -DQ KHW�ERHN ]DJ XLW�OH]HQ��XLW�
WKDW ,� -RKQ WKH�ERHN VDZ RXW�UHDG�,1)�RXW
¶��WKDW�,�VDZ�-RKQ�ILQLVK�WKH�ERRN·

E� -DQ �XLW��ODV KHW�ERHN XLW
-RKQ RXW�UHDG�3$67 WKH�ERRN RXW
¶-RKQ�ILQLVKHG�WKH�ERRN�·

���E��VKRZV�WKDW�YHUE�PRYHPHQW�WR�,1)/�VWUDQGV�D�YHUEDO�SDUWLFOH��.RVWHU��������6LQFH
WKH�YHUE�GRHV�QRW�SUHFHGH�WKH�SDUWLFOH�LQ����D���ZH�PXVW�FRQFOXGH�WKDW�LW�KDV�QRW�PRYHG�

$VVXPLQJ�WKH�SULQFLSOH������WKH�SODFHPHQW�RI�WKH�HPEHGGHG�YHUE�OH]HQ�¶UHDG·�IROORZV�LI

WKH�)�IHDWXUHV�RI�OH]HQ�PRYH�YLD�,1)/��7'()��WR�WKH�KLJKHU�YHUE�]DJ�¶VDZ·��ZKLFK�KDV�/(;�
IHDWXUHV�RI�LWV�RZQ��DV�GLVFXVVHG�LQ�VHFWLRQ����
7KH� GHIHFWLYH� FKDUDFWHU� RI� WKH� IXQFWLRQDO� GRPDLQ� RI� WKH� HPEHGGHG� FODXVH� LQ

UHVWUXFWXULQJ�FRQILJXUDWLRQV��HVSHFLDOO\�RI�7'()��LV�DOVR�SURYHG�E\�WKH�DEVHQFH�RI�WKH�,3,�



��

HIIHFW�LQ�UHVWUXFWXULQJ�FRQVWUXFWLRQV�LQ�)ULVLDQ��1H[W�WR�WKH�SDWWHUQ�LQ�������ZLWK�D�FRQWURO
FRPSOHPHQW�LQYROYLQJ�QRQGHIHFWLYH�7��ZH�ZRXOG�H[SHFW�WKH�(&0�SDWWHUQ�LQ�������1RWH�
KRZHYHU��WKDW����E���WKH�,3,�FDVH��LV�QRW�JUDPPDWLFDO��+RHNVWUD����������

���� ,N VHDFK 6\WVNH LQ�JULSH NULMHQ HQ )ULVLDQ
, VDZ 6\WVNH D�KDQGIXO WDNH�,1) DQG
¶,�VDZ�6\WVNH�WDNH�D�KDQGIXO�DQG���

D� LW�Q\OKRDUV IXRUMHQ
WKH�KLSSR IHHG�,1)
���IHHG�WKH�KLSSR�·

E�  IXRUMH LW�Q\OKRDUV
IHHG�,03 WKH�KLSSR
���IHHG�WKH�KLSSR�·

$�SDUDOOHO�WUHDWPHQW�RI�WKH�(&0�FDVH�LQ������WR�WKH�FRQWURO�FDVH�LQ������ZRXOG�OHDG�XV
WR�H[SHFW�WKDW� ,3,��YHUE�PRYHPHQW�DQG�UHSODFHPHQW�RI� WKH� LQILQLWLYH�PRUSKRORJ\�E\
LPSHUDWLYH�PRUSKRORJ\��LV�DW�OHDVW�DQ�RSWLRQ��FRQWUDU\�WR�IDFW��$V�LQ�WKH�FRQWURO�FDVH��WKH
RSWLRQ�ZRXOG�LQYROYH�DQ�)�FKDLQ�WKDW�VWRSV�VKRUW�RI�UHDFKLQJ�WKH�PDWUL[�YHUE��MXVW�OLNH�LQ

���E��WKH�)�FKDLQ�VWRSV�VKRUW�RI�UHDFKLQJ�WKH�FRPSOHPHQWL]HU�RP��6XFK�FDVHV�GR�H[LVW�
DV�LOOXVWUDWHG�E\�WKH�SDLU�LQ�������+RHNVWUD��������������

���� 'H�SO\VMH VRH E\�KLP NRPPH HQ
WKH�SROLFH ZRXOG DW�KLP FRPH�,1)�( DQG
¶7KH�SROLFH�ZRXOG�FRPH�WR�KLV�SODFH�DQG���

D� KLP RS�KHOMH
KLP XS�SLFN�,1)�(

¶���SLFN�KLP�XS�·
E� KHOMH KLP RS

SLFN�,03 KLP XS
¶���SLFN�KLP�XS�·

:H�FDQ�GHVFULEH����D��DV�LQYROYLQJ�WZR�)�FKDLQV��RQH�LQFOXGLQJ�WKH�HPEHGGHG�YHUE�RI

WKH�ILUVW�FRQMXQFW�NRPPH�¶FRPH·��WKH�HPEHGGHG�,1)/��DQG�WKH�PDWUL[�YHUE�VRH�¶ZRXOG·��DQG

DQRWKHU�RQH�FRQWDLQLQJ�WKH�HPEHGGHG�YHUE�RI�WKH�VHFRQG�FRQMXQFW��KHOMH�¶SLFN·��LQVWHDG

RI�NRPPH��DQG�DJDLQ�WKH�HPEHGGHG�,1)/�DQG�WKH�PDWUL[�YHUE�VRH��7KH�,3,�FRQVWUXFWLRQ
LQ����E���WKHQ��RFFXUV�ZKHQ�WKH�VHFRQG�)�FKDLQ�VWRSV�VKRUW�RI�UHDFKLQJ�WKH�PDWUL[�YHUE

VRH�� PDNLQJ� HPEHGGHG� ,1)/� WKH� KLJKHVW� KHDG� LQ� WKH� FKDLQ� �HVVHQWLDOO\� WKH� VDPH

SKHQRPHQRQ�DV�LQ��������7KLV�WULJJHUV�PRYHPHQW�RI�WKH�/(;�IHDWXUHV�RI�KHOMH�WR�,1)/��VLQFH

,1)/��XQOLNH�WKH�PDWUL[�YHUE�VRH��GRHV�QRW�KDYH�/(;�IHDWXUHV�RI�LWV�RZQ�
7KH�SRVVLELOLW\�RI����E��PDNHV�WKH�LPSRVVLELOLW\�RI����E��SX]]OLQJ��,�ZRXOG�OLNH�WR

SURSRVH�WKH�IROORZLQJ�VROXWLRQ�

,Q����E���WKH�H[WHUQDO�DUJXPHQW�RI�WKH�HPEHGGHG�YHUEV��6\WVNH�� LV� OLFHQVHG�LQ�WKH

IXQFWLRQDO� GRPDLQ� RI� WKH� PDWUL[� YHUE� VHDFK� ¶VDZ·� �KHQFH�� ZH� DUH� GHDOLQJ� ZLWK� D
UHVWUXFWXULQJ�FRQVWUXFWLRQ�LQYROYLQJ�GHIHFWLYH�WHQVH�LQ�WKH�HPEHGGHG�FODXVHV���&UXFLDOO\�



��

6\WVNH�LV�RXWVLGH�WKH�GRPDLQ�RI�FRRUGLQDWLRQ��LOOXVWUDWHG�LQ������� ���D���

���� ,N�VHDFK�6\WVNH�>�>�LQ�JULSH�NULMHQ�@�HQ�>�LW�Q\OKRDUV�IXRUMHQ�@�@
,�VDZ�6\WVNH�>�>�D�KDQGIXO�WDNH�@�DQG�>�WKH�KLSSR�IHHG�@�@

5DLVLQJ� RI� 6\WVNH�� WKHQ�� WDNHV� SODFH� LQ� DQ� $FURVV�7KH�%RDUG� IDVKLRQ� RXW� RI� ERWK
FRRUGLQDWHG�HPEHGGHG�FODXVHV��7KHUHIRUH��UHVWUXFWXULQJ�PXVW�LQYROYH�ERWK�PHPEHUV�RI
WKH�FRRUGLQDWLRQ��L�H���LQ�ERWK�HPEHGGHG�FODXVHV�7'()�PXVW�EH�)�UHODWHG�WR�WKH�PDWUL[�9�
,Q����E���UHVWUXFWXULQJ�LQYROYHV�WKH�ILUVW�PHPEHU�RI�WKH�FRRUGLQDWHG�HPEHGGHG�FODXVHV
RQO\�� VR� WKDW� $FURVV�7KH�%RDUG� UHVWUXFWXULQJ�REMHFW� UDLVLQJ� LV� LPSRVVLEOH�� 7KXV�� WKH
FUXFLDO�GLVWLQFWLRQ�EHWZHHQ������DQG������LV�WKDW�������EXW�QRW�������LQYROYHV�([FHSWLRQDO
&DVHPDUNLQJ��(&0��RI�WKH�H[WHUQDO�DUJXPHQW�RI�WKH�HPEHGGHG�FODXVHV�
7KHVH�H[DPSOHV�VKRZ�WKDW�UHVWUXFWXULQJ�DQG�REVHUYDEOH�LQILQLWLYH�PRYHPHQW�H[FOXGH

HDFK�RWKHU�PXWXDOO\�� 7KLV� LV� H[SODLQHG� LI� UHVWUXFWXULQJ� LQYROYHV�)�UHODWHGQHVV� RI� WKH
HPEHGGHG�7'()�DQG�WKH�PDWUL[�9��DVVXPLQJ�WKDW�REVHUYDEOH�YHUE�PRYHPHQW�WDNHV�SODFH
LQ�WKH�DEVHQFH�RI�VXFK�)�UHODWHGQHVV�WR�D�OH[LFDO�FDWHJRU\��

7KH�GLVFXVVLRQ�RI�(&0�LQ�)ULVLDQ�FDQ�EH�UHSHDWHG�IRU�UDLVLQJ�FRQVWUXFWLRQV��ZKLFK
LQYROYH�UHVWUXFWXULQJ�DV�ZHOO��$V�VKRZQ�LQ�������QR�,3,�PRYHPHQW�WDNHV�SODFH�LQ�WKH
VHFRQG�FRQMXQFW�RI�FRRUGLQDWHG�UDLVLQJ�FRPSOHPHQWV��+RHNVWUD��S�F���

���� -HOWVMH VN\QW EXWHQGRDU WH�Zr]HQ HQ
-HOVWMH VHHPV RXWVLGH WR�EH�,1)�(1 DQG

D�  IHUYMH GH�NH]LQHQ �RU� GH�NH]LQHQ IHUYMH ��

SDLQW�,03 WKH�ZLQGRZ�IUDPHV WKH�ZLQGRZ�IUDPHV SDLQW�,03
E� GH�NH]LQHQ WH�IHUYMHQ

WKH�ZLQGRZ�IUDPHV WR�SDLQW�,1)�(1

¶-HOWVMH�VHHPV�WR�EH�RXWVLGH�SDLQWLQJ�WKH�ZLQGRZ�IUDPHV�·�

���D��VKRZV�PRYHPHQW�RI�WKH�LQILQLWLYH��WXUQHG�LPSHUDWLYH��IHUYMH�¶SDLQW·�WR�D�SRVLWLRQ

WR�WKH�OHIW�RI�LWV�LQWHUQDO�DUJXPHQW�GH�NH]LQHQ�¶WKH�ZLQGRZ�IUDPHV·��7KH�XQJUDPPDWLFDOLW\
RI�WKLV�VHQWHQFH�FDQ�EH�H[SODLQHG�DORQJ�WKH�VDPH�OLQHV�DV�WKH�XQJUDPPDWLFDOLW\�RI����E��

7KH� VXEMHFW� RI� ������ -HOWVMH�� LV� UDLVHG� LQ� DQ� $FURVV�7KH�%RDUG� IDVKLRQ� IURP� ERWK
FRRUGLQDWHG�HPEHGGHG�LQILQLWLYDO�FODXVHV��7KLV�UHTXLUHV�UHVWUXFWXULQJ��KHQFH�)�UHODWHGQHVV
RI� WKH� GHIHFWLYH� WHQVH� RI� WKH� HPEHGGHG� FODXVHV� DQG� WKH� PDWUL[� 9�� 7KURXJK� WKLV� )�
UHODWHGQHVV�WKH�LQILQLWLYHV�DUH�)�UHODWHG�WR�WKH�PDWUL[�YHUE��\LHOGLQJ�D�FKDLQ�OLNH�������DQG
PDNLQJ�REVHUYDEOH�YHUE�PRYHPHQW��PRYHPHQW�RI� WKH�/(;�IHDWXUHV�RI� WKH� LQILQLWLYHV�
XQQHFHVVDU\�����E��VKRZV�WKH�JUDPPDWLFDO�H[DPSOH�ZLWKRXW�,3,�
:H� DOVR� H[SHFW� HSLVWHPLF� PRGDO� YHUEV�� ZKLFK� DUH� WDNHQ� WR� LQYROYH� UDLVLQJ� DQG

UHVWUXFWXULQJ��QRW�WR�DOORZ�,3,�PRYHPHQW��XQOLNH�WKH�GHRQWLF�PRGDOV�LOOXVWUDWHG�LQ�������
7KLV�SUHGLFWLRQ�LV�DJDLQ�ERUQ�RXW��+RHNVWUD��S�F���



��

���� -HOWVMH NRH ZHO EXWHQGRDU Zr]H HQ
-HOVWMH FRXOG 02'$/ RXWVLGH EH�,1)�( DQG

D�  GULQN NRIMH �RU� NRIMH GULQN ��

GULQN�,03 FRIIHH FRIIHH GULQN�,03
E� NRIMH GULQNH

FRIIHH GULQN�,1)�(

¶-HOWVMH�PLJKW�EH�RXWVLGH�GULQNLQJ�FRIIHH�·�

,Q�������WKH�PRGDO�SDUWLFOH�ZHO�WULJJHUV�WKH�HSLVWHPLF�UHDGLQJ��$VVXPLQJ�WKDW�HSLVWHPLF
PRGDO�YHUEV�DUH�UDLVLQJ�YHUEV��WKH�H[SODQDWLRQ�IRU�WKH�XQJUDPPDWLFDOLW\�RI����D��LV�WKH
VDPH�DV�WKDW�IRU����D��
,�FRQFOXGH�IURP�WKH�GLVWULEXWLRQ�RI�,3,�LQ�)ULVLDQ�WKDW�REVHUYDEOH�PRYHPHQW�RI�DQ

HPEHGGHG�LQILQLWLYDO�YHUE�RFFXUV�RQO\�ZKHQ�HPEHGGHG�,1)/�GRHV�QRW�KRVW�D�GHIHFWLYH
7(16(��L�H��LQ�FRQWURO�FDVHV�RQO\��,Q�WKHVH�FDVHV��WKH�)�FKDLQ�DVVRFLDWHG�ZLWK�WKH�HPEHGGHG
LQILQLWLYDO�LV�KHDGHG�E\�&��ZKLFK�KDV�/(;�IHDWXUHV�RI�LWV�RZQ��EORFNLQJ�PRYHPHQW�RI�WKH
/(;�IHDWXUHV�RI� WKH�YHUE� �L�H���EORFNLQJ�REVHUYDEOH�KHDG�PRYHPHQW��� ,Q�FRRUGLQDWLRQ
FRQVWUXFWLRQV��KRZHYHU��WKH�VHFRQG�FRQMXQFW�PD\�IDLO�WR�LQWHUDFW�ZLWK�ZKDWHYHU�LV�RXWVLGH
WKH�FRQMXQFWLRQ�SKUDVH��DV�LQ�-RKDQQHVVHQ��������DQG�ZH�H[SHFW�GHIDXOW�V\QWD[�WR�VKRZ
XS��,Q�WKLV�SDUWLFXODU�FDVH��WKH�)�FKDLQ�RI�WKH�HPEHGGHG�LQILQLWLYDO�GRHV�QRW�FRQQHFW�ZLWK
WKH�FRPSOHPHQWL]HU�RXWVLGH�WKH�FRQMXQFWLRQ�SKUDVH��DQG�WKH�/(;�IHDWXUHV�RI�WKH�LQILQLWLYH
PXVW�PRYH�WR�,1)/��\LHOGLQJ�REVHUYDEOH�KHDG�PRYHPHQW��,3,���,Q�UHVWUXFWXULQJ�FDVHV��,1)/
KRVWV�GHIHFWLYH�7(16(��ZKLFK�HQWHUV�LQWR�DQ�)�FKDLQ�ZLWK�WKH�PDWUL[�YHUE��DQG�PRYHPHQW
RI�WKH�/(;�IHDWXUHV�RI�WKH�LQILQLWLYDO�LV�EORFNHG�EHFDXVH�WKH�PDWUL[�YHUE�KDV�/(;�IHDWXUHV�
+HUH��KRZHYHU��FRRUGLQDWLRQ�GRHV�QRW�\LHOG�WKH�,3,�HIIHFW��VLQFH�IDLOXUH�WR�HVWDEOLVK�DQ�)�
FKDLQ�EHWZHHQ�WKH�VHFRQG�FRQMXQFW�DQG�WKH�PDWUL[�YHUE�ZLOO�KDYH�WKH�HIIHFW�WKDW�WKH
DUJXPHQWV�RI�WKH�YHUE�LQ�WKH�VHFRQG�FRQMXQFW�FDQQRW�EH�UDLVHG�WR�WKH�PDWUL[�IXQFWLRQDO
GRPDLQ��ZKHUH�WKH\�QHHG�WR�EH�OLFHQVHG�
7KHVH�SDWWHUQV�DUH�XQGHUVWDQGDEOH�LI�ZH�DVVXPH�WKDW�UHVWUXFWXULQJ�LV�D�IXQFWLRQ�RI�)�

PRYHPHQW��\LHOGLQJ�DQ�)�FKDLQ�OLNH�������,I�VR��WKH�DQDO\VLV�RI�WKH�GLVWULEXWLRQ�RI�ILQLWH
YHUEV�LQ�&RQWLQHQWDO�:HVW�*HUPDQLF�ODQJXDJHV�FRYHUV�WKH�GLVWULEXWLRQ�RI�QRQILQLWH�YHUEV
DV�ZHOO��$SSURDFKHV�OLQNLQJ�YHUE�PRYHPHQW�WR�ILQLWHQHVV�DSSHDU�WR�PLVV�WKLV�LPSRUWDQW
JHQHUDOL]DWLRQ��D�SRLQW�ZH�RZH�WR�+RHNVWUD����������

�� +HDG�0RYHPHQW�DQG�3KRQRORJ\

6R�IDU��ZH�KDYH�VHHQ�WKDW�WKH�SODFHPHQW�RI�ERWK�ILQLWH�DQG�QRQILQLWH�YHUEV�LQ�&RQWLQHQWDO
:HVW� *HUPDQLF� LV� LQIOXHQFHG� E\� WZR� IDFWRUV�� )LUVW�� IHDWXUH� YDOXDWLRQ� UHTXLUHPHQWV
HVWDEOLVK�D�FKDLQ�RI�)�UHODWHG�KHDGV��FRQVLVWLQJ�RI�OH[LFDO�DQG�IXQFWLRQDO�KHDGV�FRQQHFWHG
WKURXJK�PRYHPHQW� RI� IRUPDO� IHDWXUHV� �RU� VRPH� RWKHU�PHFKDQLVP� WKDW� ZRXOG� EH� D
QRWDWLRQDO� YDULDQW� RI� IHDWXUH�PRYHPHQW�� VXFK� DV� DJUHHPHQW��� )HDWXUH�PRYHPHQW� LV

V\QWDFWLF�KHDG�PRYHPHQW��WULJJHUHG�E\�V\QWDFWLF�IHDWXUH�YDOXDWLRQ�UHTXLUHPHQWV��6HFRQG�
WKH� SULQFLSOH� LQ� ���� IRUFHV� WKH� YHUE� WR� EH� VSHOOHG� RXW� LQ� WKH� SRVLWLRQ� RI� WKH�KLJKHVW
PHPEHU�RI�WKH�)�FKDLQ��XQOHVV�WKH�KLJKHVW�PHPEHU�RI�WKH�)�FKDLQ�KRVWV�OH[LFDO�IHDWXUHV



��

RI�LWV�RZQ��,Q�WKDW�FDVH��WKH�YHUE�LV�VSHOOHG�RXW�LQ�WKH�SRVLWLRQ�RI�WKH�ORZHVW�PHPEHU�RI
WKH�)�FKDLQ��7KLV�KDV�EHHQ�GHVFULEHG�LQ�WHUPV�RI�PRYHPHQW�RI�WKH�OH[LFDO�IHDWXUHV�RI�WKH
YHUE��D�ODVW�UHVRUW�RSHUDWLRQ�WULJJHUHG�E\�3)�UHTXLUHPHQWV��7KLV�PRYHPHQW�RI�OH[LFDO

IHDWXUHV�LV�SKRQRORJLFDO�KHDG�PRYHPHQW��7KH�SKRQRORJLFDO�UHTXLUHPHQWV�LQ�TXHVWLRQ�KDYH
WR�GR�ZLWK�WKH�FRQYHUVLRQ�RI�V\QWDFWLF�WHUPLQDOV�LQWR�SKRQHWLF�VWULQJV��:H�KDYH�GHVFULEHG
WKLV�DV�D�WZR�VWHS�SURFHVV��ZLWK�OH[LFDO�IHDWXUHV�LGHQWLI\LQJ�D�SDUDGLJP�IURP�WKH�OH[LFRQ�
DQG�IRUPDO�IHDWXUHV�VHUYLQJ�WR�VHOHFW�WKH�EHVW�IRUP�IURP�WKDW�SDUDGLJP��FI��=ZDUW�����D��
:H� DUH� QRZ� LQ� D� SRVLWLRQ� WR� DGGUHVV� WKH� VSHFLDO� SURSHUWLHV� RI� KHDG� PRYHPHQW

GLVFXVVHG� LQ� &KRPVN\� ��������I��� D� UHMRLQGHU� RI� DQ� HDUOLHU� VXJJHVWLRQ� LQ� &KRPVN\
������������ ,Q�&KRPVN\·V�YLHZ��WKHVH�VSHFLDO�SURSHUWLHV� OHDG�RQH�´WR�VXVSHFW�WKDW�D
VXEVWDQWLDO� FRUH� RI� KHDG� UDLVLQJ� SURFHVVHV� >���@� PD\� IDOO� ZLWKLQ� WKH� SKRQRORJLFDO
FRPSRQHQWµ������������,Q�RXU�YLHZ��WKLV�¶VXEVWDQWLDO�FRUH·�LV�OLPLWHG�WR�SKRQRORJLFDO�KHDG
PRYHPHQW��L�H��PRYHPHQW�RI�OH[LFDO�IHDWXUHV�WR�WKH�SRVLWLRQ�RI�WKH�KLJKHVW�PHPEHU�RI�D
FKDLQ�HVWDEOLVKHG�WKURXJK�V\QWDFWLF�KHDG�PRYHPHQW�
&KRPVN\��������PHQWLRQV�WKH�IROORZLQJ�VSHFLDO�SURSHUWLHV�RI�KHDG�PRYHPHQW�

���� D� ´VHPDQWLF�HIIHFWV�RI�KHDG�UDLVLQJ�LQ�WKH�FRUH�LQIOHFWLRQDO�V\VWHP�DUH�VOLJKW�RU
QRQH[LVWHQWµ����������

E� ´WKH�VWURQJ�9�IHDWXUH�LV�VDWLVILHG�E\�9�UDLVLQJ�WR�7�>��@��QR�93�UDLVLQJ�WR�6SHF�7µ
>VXJJHVWLQJ� LW� KDV� PRUH� WR� GR� ZLWK� DIIL[DWLRQ� WKDQ� ZLWK� IHDWXUH� YDOXDWLRQ@
���������

F� ´WKHUH�LV�QR�QDWXUDO�V\QWDFWLF�QRWLRQ�¶VHFRQG·µ�>VXJJHVWLQJ�WKDW�SKHQRPHQD�VXFK
DV�YHUE�VHFRQG�EHORQJ�WR�WKH�SKRQRORJLFDO�FRPSRQHQW@����������

G� ´WKH�KHDG�UDLVLQJ�UXOH�>���@�GLIIHUV�IURP�FRUH�UXOHV�RI�WKH�QDUURZ�V\QWD[�LQ�VHYHUDO
UHVSHFWVµ����������

,Q�DGGUHVVLQJ� WKHVH�VSHFLDO�SURSHUWLHV��ZH�KDYH� WR�GLVWLQJXLVK�FRYHUW�� V\QWDFWLF�KHDG
PRYHPHQW�IURP�REVHUYDEOH��SKRQRORJLFDO�KHDG�PRYHPHQW��
,�KDYH�DOUHDG\�GLVFXVVHG�WKH�PHWKRGRORJLFDO�VWDWXV�RI����D��LQ�VHFWLRQ����2Q�WKH�RQH

KDQG�� PDQ\� PRYHPHQWV� FRQWULEXWH� WR� LQWHUSUHWDELOLW\� PHUHO\� E\� HOLPLQDWLQJ
>�LQWHUSUHWDEOH@�IHDWXUHV��,W�LV�QRW�FOHDU�WKDW��V\QWDFWLF��KHDG�PRYHPHQW�GRHV�QRW�VHUYH
WKH� VDPH� SXUSRVH� LQ� VWDQGDUG� FDVHV�� 2Q� WKH� RWKHU� KDQG�� OLWWOH� LV� NQRZQ� DERXW� WKH
VHPDQWLF�HIIHFWV�RI�¶GLVSODFHPHQWV·�WDNLQJ�SODFH�LQ�WKH�3)�FRPSRQHQW��VLPSO\�EHFDXVH�WKH
UHOHYDQW�FODVV�RI�SKHQRPHQD�KDV�QRW�EHHQ�GHILQHG�
7R� WKLV�ZH� FDQ� QRZ� DGG� WKDW� WKH� TXHVWLRQ� RI� VHPDQWLF� HIIHFWV�PXVW� EH� DVNHG� RI

V\QWDFWLF�KHDG�PRYHPHQW�RQO\��ZKLFK�LV�PXFK�PRUH�SHUYDVLYH�WKDQ�SUHYLRXVO\�WKRXJKW�
LI�ZH�DUH�ULJKW��,Q�SDUWLFXODU��LI�UHVWUXFWXULQJ�LV�D�IXQFWLRQ�RI�V\QWDFWLF�KHDG�PRYHPHQW�
WKH�VHPDQWLF�HIIHFWV�RI�KHDG�PRYHPHQW�DUH�FRQVLGHUDEOH��7KXV��FRQVLGHU�WKH�ZHOO�NQRZQ
SDLU�LQ������

���� D� ,�KHDUG�WKDW�\RX�VDQJ�LQ�WKH�&RQFHUWJHERXZ
E� ,�KHDUG�\RX�VLQJ�LQ�WKH�&RQFHUWJHERXZ

2QO\� LQ� WKH� UHVWUXFWXULQJ� FDVH� ���E�� LV� WKH� VHPDQWLF� HIIHFW� RI� WHPSRUDO� FRLQFLGHQFH
REWDLQHG���3HUKDSV�IRU�WKLV�UHDVRQ��&KRPVN\���������ZDQWV�WR�H[FOXGH�LQFRUSRUDWLRQ
SKHQRPHQD�IURP�WKH�VHW�RI�KHDG�PRYHPHQWV�WKDW�DSSHDU�WR�IDOO�ZLWKLQ�WKH�SKRQRORJLFDO



��

FRPSRQHQW���%XW�RQH�PLJKW�DOVR�DUJXH�WKDW�RUGLQDU\�PRYHPHQW�IURP�9�WR�,1)/�VHUYHV�WKH
VHPDQWLF� SXUSRVH� RI� FRPELQLQJ� D� SUHGLFDWH� ZLWK� VRPH� WLPH�HYHQW� UHIHUHQWLDOLW\�
&KRPVN\·V�HUURU�LV�WKDW�KH�LV�ORRNLQJ�IRU�D�VHPDQWLF�HIIHFW�RI�WKH�SUHVHQFH�RU�DEVHQFH�RI

REVHUYDEOH�KHDG�PRYHPHQW��ZKLFK� LV�D� IXQFWLRQ�RI�/(;�PRYHPHQW��ZKHUH�ZH�GR�QRW
H[SHFW� D� VHPDQWLF� HIIHFW�� ,W� LV� SUHFLVHO\� EHFDXVH� V\QWDFWLF� KHDG� PRYHPHQW� LV� TXLWH
JHQHUDOO\�FRYHUW��WKDW�ZH�DUH�DOORZHG�WR�FRQFOXGH�WKDW�LWV�VHPDQWLF�HIIHFWV�DUH�VLJQLILFDQW�
7KH� VHFRQG� SRLQW� ���E�� ZRXOG� EH� ZHOO� WDNHQ�� LI� LW� ZHUH� FRUUHFW�� +RZHYHU�� WKH

SRVVLELOLW\�RI�FKHFNLQJ�¶9�IHDWXUHV·�OLNH�7(16(�WKURXJK�;3�PRYHPHQW�KDV�EHHQ�VR�OLWWOH
H[SORUHG�WKDW�WKH�FRQFOXVLRQ�VHHPV�SUHPDWXUH��5HFHQW�ZRUN�E\�.RVWHU���������KRZHYHU�
VXJJHVWV�WKDW�WKH�FKRLFH�RI�OLFHQVLQJ�9�IHDWXUHV�WKURXJK�KHDG�PRYHPHQW�RU�;3�PRYHPHQW
LV�D�PDMRU�LQVWDQFH�RI�SDUDPHWULF�YDULDWLRQ��SRWHQWLDOO\�UHSODFLQJ�WKH�SXUHO\�GHVFULSWLYH
SDUDPHWUL]DWLRQ� LQ� WHUPV�RI� ¶VWURQJ·� RU� ¶ZHDN·� IHDWXUHV��.RVWHU� �������SURSRVHV� WKDW
(QJOLVK�GLIIHUV�IURP�'XWFK�LQ�WKDW�LQ�(QJOLVK��WKH�IHDWXUHV�RI�,1)/�DUH�FKHFNHG�WKURXJK�93�
PRYHPHQW� �¶FROOHFWLYH� OLFHQVLQJ·���ZKHUHDV� LQ�'XWFK�� WKH\�DUH�FKHFNHG� WKURXJK�YHUE
PRYHPHQW� �¶LQGLYLGXDO� OLFHQVLQJ·��� $PRQJ� RWKHU� WKLQJV�� WKLV� H[SODLQV� WKH� REOLJDWRU\
DGMDFHQF\�RI�YHUE�DQG�REMHFW�LQ�(QJOLVK�EXW�QRW�LQ�'XWFK�������DQG�WKH�GLVWULEXWLRQ�RI
DGYHUEV�LQ�WKH�WZR�ODQJXDJHV������

���� D� -RKQ�NLVVHG��\HVWHUGD\��0DU\��\HVWHUGD\�
E� -DQ NXVWH �JLVWHUHQ� 0DULH

-RKQ NLVVHG \HVWHUGD\ 0DU\
F� ��GDW -DQ 0DULH �JLVWHUHQ� NXVWH

WKDW -RKQ 0DU\ \HVWHUGD\ NLVVHG
���� D� -RKQ�NLVVHG�0DU\��<(6WHUGD\�

E� ��GDW -DQ 0DULH �*,6WHUHQ� NXVWH �*,6WHUHQ�
WKDW -RKQ 0DU\ \HVWHUGD\ NLVVHG \HVWHUGD\

7KH� REOLJDWRU\� DGMDFHQF\� RI� YHUE� DQG� REMHFW� LQ� ���D�� LV� QRW� H[SODLQHG� LQ� DFFRXQWV
LQYROYLQJ�RYHUW�PRYHPHQW�RI� WKH�REMHFW�DQG� WKH�YHUE� LQGLYLGXDOO\� �VXFK�DV� -RKQVRQ
�������7KH�GHULYDWLRQ�LQ�������SURSRVHG�E\�.RVWHU��������H[SODLQV�LW�VWUDLJKWIRUZDUGO\�

���� >$JU3�-RKQ�>73�>93�NLVVHG�0DU\�@L�7�>�\HVWHUGD\�WL�@@@

.RVWHU·V�DQDO\VLV�DOVR�DFFRXQWV�IRU�WKH�IDFW�WKDW�WKH�VHQWHQFH�ILQDO�DGYHUE�FDQ�FDUU\�IRFDO
SLWFK�DFFHQW�LQ����D���EXW�QRW�LQ����E���7KH�H[SODQDWLRQ�LV�WKDW�VHQWHQFH�ILQDO�DGYHUEV
LQ�'XWFK�FDQ�RQO\�DSSHDU�LQ�¶SDUDOOHO�FRQVWUXDO·��.RVWHU·V�UHDQDO\VLV�RI�H[WUDSRVLWLRQ��
ZKLOH�VHQWHQFH�ILQDO�DGYHUEV�LQ�(QJOLVK�FDQ�VLPSO\�EH�LQ�WKHLU�VHQWHQFH�LQWHUQDO�SRVLWLRQ�
.RVWHU·V� DFFRXQW� RI� WKHVH� EDVLF� SKHQRPHQD� KLQJHV� RQ� WKH� SRVVLELOLW\� RI� 9�IHDWXUH

FKHFNLQJ� WKURXJK�;3�PRYHPHQW�� D�SRVVLELOLW\� WKDW�ZRXOG�QHHG� WR�EH� H[SORUHG�PRUH
EHIRUH�WKH�SRLQW�LQ����E��FRXOG�EH�FRQFHGHG��
7KH�SRLQW�LQ����E��LV�DSSDUHQWO\�LQVSLUHG�E\�WKH�¶ZHDN�OH[LFDOLVW·�YLHZ�RQ�WKH�UHODWLRQ

EHWZHHQ�PRUSKRORJ\�DQG�V\QWD[��ZKHUH�LQIOHFWLRQDO�DIIL[HV�DUH�WDNHQ�WR�EH�JHQHUDWHG�LQ
IXQFWLRQDO�KHDGV�DQG�QHHG�WR�EH�FRPELQHG�ZLWK�WKH�YHUEDO�VWHP�WKURXJK�KHDG�PRYHPHQW�
7KLV�YLHZ�ZDV�SUHYDOHQW�LQ�WKH�*RYHUQPHQW�DQG�%LQGLQJ�IUDPHZRUN��EXW�LV�DEDQGRQHG
LQ�PRVW�PLQLPDOLVW�ZRUN��ZKLFK�WDNHV�WKH�¶VWURQJ�OH[LFDOLVW·�SRVLWLRQ�ZKHUH�OH[LFDO�KHDGV
DUH� IXOO\� LQIOHFWHG�� DQG� IXQFWLRQDO� KHDGV� KRVW� IRUPDO� IHDWXUHV� RQO\� �FI�� &KRPVN\



��

�����������$V�DUJXHG�DERYH��,�EHOLHYH�WKH�SURSHU�GLYLVLRQ�RI�ODERU�EHWZHHQ�SKRQRORJ\�
PRUSKRORJ\��DQG�V\QWD[�ZRXOG�QRW�LQYROYH�DQ\�IRUP�RI�OH[LFDOLVP��EXW�DEVWUDFW�V\QWDFWLF
RSHUDWLRQV�IHHGLQJ�LQWR�PRUSKRORJLFDO�DQG�SKRQRORJLFDO�VSHOO�RXW�SURFHGXUHV���

7KH� QH[W� SRLQW�� ���F��� SUHVXSSRVHV� WKDW� WKH� QRWLRQ� ¶VHFRQG·� LV� UHOHYDQW� WR� WKH
GLVFXVVLRQ� RI� FHUWDLQ� KHDG� PRYHPHQW� SKHQRPHQD� �LQ� SDUWLFXODU� WKH� ¶YHUE� VHFRQG·
SKHQRPHQRQ�RI�&RQWLQHQWDO�:HVW�*HUPDQLF���,�KDYH�DUJXHG�HOVHZKHUH��=ZDUW�����D�
����D��WKDW�¶YHUE�VHFRQG·�LV�DQ�DFFLGHQWDO�UHVXOW�RI�;3�PRYHPHQW�DQG�KHDG�PRYHPHQW
WDUJHWLQJ�WKH�VDPH�IXQFWLRQDO�SURMHFWLRQ��,Q�DGGLWLRQ��LW�PXVW�EH�ERUQ�LQ�PLQG�WKDW�WKH
SRVLWLRQ�RI� WKH� YHUE� LV� RQO\� ¶VHFRQG·� LQ� D� FLUFXPVFULEHG�� V\QWDFWLF� VHQVH�� LW� LV� D� URRW
SRVLWLRQ� ULJKW� DGMDFHQW� WR� WKH� ILUVW� URRW� FRQVWLWXHQW�� 7KHUH� LV� QR� HYLGHQFH� WKDW
SKRQRORJLFDO�RSHUDWLRQV�DUH� VHQVLWLYH� WR� WKH�QRWLRQ� ¶VHFRQG·� LQ� WKLV�SDUWLFXODU� VHQVH�
&OHDUO\��WKHUH�LV�QR�URRP�IRU�LW�LQ�WKH�PLQLPDOLVW�YLHZ�RQ�SKRQRORJ\�SURSRVHG�LQ�VHFWLRQ
��
7KLV�SRLQW�LV�LQWLPDWHO\�FRQQHFWHG�ZLWK�WKH�WKHRU\�RI�SKUDVH�VWUXFWXUH��ZKLFK�LQ�HDUOLHU

DSSURDFKHV��H�J��&KRPVN\���������JDUDQWHHG�D�UHJXODU�DOWHUQDWLRQ�RI�KHDGV�DQG�SKUDVHV�
,I� WKH� KHDG� DQG� WKH� VSHFLILHU� RI� WKH� KLJKHVW� SURMHFWLRQ� DUH� ERWK� ILOOHG�� WKH� HOHPHQW
RFFXS\LQJ�WKH�KHDG�SRVLWLRQ�LV�DXWRPDWLFDOO\�LQ�WKH�VHFRQG�SRVLWLRQ�LQ�WKH�FLUFXPVFULEHG
V\QWDFWLF�VHQVH��&KRPVN\�����������DUJXHV�WKDW�LQ�WKH�ERWWRP�XS�VWUXFWXUH�EXLOGLQJ
SURFHVV�DGRSWHG�LQ�WKH�PLQLPDOLVW�SURJUDP��WKLV�UHJXODU�DOWHUQDWLRQ�RI�KHDGV�DQG�SKUDVHV
LV�QR�ORQJHU�JDUDQWHHG��&KRPVN\·V�DVVXPSWLRQ�KHUH�LV�WKDW�D�PLQLPDOLVW�WKHRU\�RI�SKUDVH
VWUXFWXUH�VKRXOG�QRW�VWLSXODWH�DQ�DUELWUDU\�UHVWULFWLRQ�RI�WKH�QXPEHU�RI�VSHFLILHUV�WR�HDFK
KHDG��FI��&KRPVN\����������
7KLV�DUJXPHQW�SUHVXSSRVHV�WKDW�WKH�UHVWULFWLRQ�WR�D�VLQJOH�VSHFLILHU�LQ�HDUOLHU�WKHRULHV

RI�SKUDVH�VWUXFWXUH��FI��)XNXL�	�6SHDV�����������+DOH�	�.H\VHU����������ZDV�D[LRPDWLF
UDWKHU�WKDQ�HPSLULFDOO\�RU�FRQFHSWXDOO\�PRWLYDWHG��7KLV�SUHVXSSRVLWLRQ�LV�FOHDUO\�IDOVH�
DV� QRWKLQJ� LQ� WKH� IRUPDOLVP� RI� UHZULWH� UXOHV� SURKLELWV� WKH� LQWURGXFWLRQ� RI�PXOWLSOH
VSHFLILHUV��HYHQ�REVHUYLQJ�ELQDU\�EUDQFKLQJ��
7KH� IRXUWK� SRLQW�� ���G��� UHIHUV� WR� GLIIHUHQFHV� EHWZHHQ� KHDG�PRYHPHQW� DQG� ;3�

PRYHPHQW� LQ� JHQHUDO�� 8QOLNH� ;3�PRYHPHQW�� KHDG�PRYHPHQW� GRHV� QRW� REVHUYH� WKH
H[WHQVLRQ�FRQGLWLRQ�RI�&KRPVN\�������������WKH�UDLVHG�KHDG�GRHV�QRW�F�FRPPDQG�LWV

WUDFH��HVVHQWLDOO\�WKH�VDPH�SRLQW��LI�(SVWHLQ�HW�DO������DUH�FRUUHFW���DQG�KHDG�PRYHPHQW
LV� VXEMHFW� WR� VWULFWHU� ORFDOLW\� FRQGLWLRQV� WKDQ� ;3�PRYHPHQW�� %XW� VKRZLQJ� WKDW� D
SKHQRPHQRQ�LV�GLIIHUHQW�GRHV�QRW�VXIILFH�WR�FRQFOXGH�WKDW�LW�GRHV�QRW�H[LVW�
,I�KHDG�PRYHPHQW�LV�GHVFULEHG�LQ�WHUPV�RI�)�PRYHPHQW�RU�DJUHHPHQW��WKH�WHFKQLFDO

SUREOHPV�GLVDSSHDU��:H�PD\�YLHZ�)�PRYHPHQW��RU�DJUHHPHQW��DV�D�SURFHVV�RI�IHDWXUH
WUDQVPLVVLRQ��UDWKHU�WKDQ�DGMXQFWLRQ��VLPSO\�DGGLQJ�D�IHDWXUH�RI�WKH�UDLVLQJ�HOHPHQW�WR
WKH�IHDWXUH�VHW�RI�WKH�WDUJHW��9LHZHG�LQ�WKLV�ZD\��WKH�([WHQVLRQ�&RQGLWLRQ�LV�QRW�YLRODWHG�
WKH�F�FRPPDQG�SUREOHP�GRHV�QRW�DULVH��DQG�WKH�SURFHVV�LV�VXIILFLHQWO\�GLVVLPLODU�IURP�;3�
PRYHPHQW�WR�H[SHFW�GLIIHUHQW�ORFDOLW\�FRQGLWLRQV�WR�DSSO\�
,Q�VXP��,�EHOLHYH�WKH�HVVHQWLDOO\�V\QWDFWLF�QDWXUH�RI�KHDG�PRYHPHQW�WR�EH�XQFRQWHVWHG�

,W�\LHOGV�HIIHFWV�RI�ZRUG�RUGHU��VXFK�DV�YHUE�VHFRQG��WKDW�GR�QRW�ILQG�D�QDWXUDO�SODFH�LQ
SKRQRORJ\��GHILQHG�DV�WKH�FRQYHUVLRQ�RI�V\QWDFWLF�WHUPLQDOV�WR�VWULQJV�RI�SKRQHPHV��,Q
DGGLWLRQ��LW�IHHGV�V\QWDFWLF�SURFHVVHV�VXFK�DV�PRYHPHQW�RI�QRXQ�SKUDVHV�LQ�UHVWUXFWXULQJ
FRQVWUXFWLRQV��7KH�RQO\�¶SKRQRORJLFDO·�DVSHFW�WR�YHUE�PRYHPHQW�LQYROYHV�WKH�IOXFWXDWLQJ
VSHOO�RXW�SRVLWLRQV�RI�WKH�YHUE��$VVXPLQJ�WKH�SULQFLSOH�LQ������WKLV�IOXFWXDWLRQ�LV�H[WUHPHO\
OLPLWHG��DQG�HQWLUHO\�XQGHUVWDQGDEOH�IURP�WKH�QDWXUH�RI�WKH�VSHOO�RXW�SURFHGXUH�DW�3)�



��

�� &RQVHTXHQFHV

7KH�WKHRU\�RI�KHDG�PRYHPHQW�SURSRVHG�KHUH�PDNHV�WKH�VWURQJ�SUHGLFWLRQ�WKDW�SDUWLDO
KHDG�PRYHPHQW��L�H��REVHUYDEOH�KHDG�PRYHPHQW�WR�LQWHUPHGLDWH�SRVLWLRQV�LQ�WKH�)�FKDLQ�
GRHV�QRW�H[LVW��$�YHUE��IRU�LQVWDQFH��LV�VSHOOHG�RXW�LQ�WKH�SRVLWLRQ�RI�WKH�KLJKHVW�PHPEHU

RI�LWV�)�FKDLQ��)�PRYHPHQW�DQG�/(;�PRYHPHQW��RU��LQ�FDVH�WKH�KLJKHVW�PHPEHU�RI�WKH�)�

FKDLQ� KDV� /(;�IHDWXUHV� RI� LWV� RZQ�� LQ� LWV� EDVH� SRVLWLRQ� �)�PRYHPHQW� ZLWKRXW� /(;�
PRYHPHQW���6LQFH�/(;�PRYHPHQW�LV�WULJJHUHG�E\�GHIHFWLYLW\�RI�WKH�KHDG�RI�WKH�)�FKDLQ
RQO\��L�H���WKH�KHDG�RI�WKH�)�FKDLQ�KDV�)�IHDWXUHV�EXW�QR�/(;�IHDWXUHV���/(;�PRYHPHQW�WR
LQWHUPHGLDWH�SRVLWLRQV�LQ�WKH�)�FKDLQ�ZLOO�QHYHU�WDNH�SODFH�
0DQ\�ZHOO� VWXGLHG� YHUE�PRYHPHQW� SKHQRPHQD� VXJJHVW� WKDW� WKLV� LV� WRR� VWURQJ� D

FRQFOXVLRQ��)RU�H[DPSOH��WKH�ZRUG�RUGHU�LQ�WKH�)ULVLDQ�H[DPSOH����E���UHSHDWHG�KHUH�DV
������VXJJHVWV�REVHUYDEOH�YHUE�PRYHPHQW�WR�,1)/��RU�7�$*5���SRWHQWLDOO\�DQ�LQWHUPHGLDWH
SRVLWLRQ�LQ�DQ�)�FKDLQ�^&� ,1)/� 9`�

���� ��GDW GR PRDVW VRNV QHW OHDXZH
WKDW \RX PXVW��6* VXFK QRW EHOLHYH
¶��WKDW�\RX�PXVW�QRW�EHOLHYH�VXFK�WKLQJV·

+RZHYHU��DV�GLVFXVVHG�DERYH��WKH�FRPSOHPHQWL]HU�LQ������FDQQRW�WDNH�FRPSOHPHQWL]HU
DJUHHPHQW�PRUSKRORJ\��VXJJHVWLQJ�WKDW�WKH�UHOHYDQW�)�FKDLQ�GRHV�QRW�LQFOXGH�&��$V�D

UHVXOW��WKH�YHUE�PRDVW�LQ�IDFW�RFFXSLHV�WKH�KLJKHVW�SRVLWLRQ�RI�WKH�)�FKDLQ��,1)/�
0RUH� JHQHUDOO\�� LW�PXVW� EH� VKRZQ� WKDW� DSSDUHQW� FDVHV� RI� KHDG�PRYHPHQW� WR� DQ

LQWHUPHGLDWH�SRVLWLRQ�LQ�DQ�)�FKDLQ�LQ�IDFW�WDUJHW�WKH�KLJKHVW�SRVLWLRQ�RI�D�VKRUWHQHG�)�
FKDLQ��,�VXVSHFW�WKDW�WKLV�DSSOLHV�WR�FDVHV�RI�HPEHGGHG�YHUE�PRYHPHQW�LQ�WKH�0DLQODQG
6FDQGLQDYLDQ� ODQJXDJHV��ZKLFK� LV� VXEMHFW� WR� WKH�VDPH�FRQGLWLRQV�DV�HPEHGGHG�YHUE
PRYHPHQW�LQ�)ULVLDQ���

7KH�0DLQODQG�6FDQGLQDYLDQ�ODQJXDJHV��1RUZHJLDQ��'DQLVK��6ZHGLVK���VKRZ�WKH�VDPH
SDWWHUQ�RI�YHUE�SODFHPHQW�DV�WKH�&RQWLQHQWDO�:HVW�*HUPDQLF�ODQJXDJHV��'XWFK��)ULVLDQ�
*HUPDQ���LOOXVWUDWHG�LQ�����DERYH��.RVPHLMHU��������7KH�SDUDOOHOLVP�EHWZHHQ�WKH�WZR
JURXSV� LV� VRPHZKDW� REVFXUHG� E\� WKH� DEVHQFH� RI� REMHFW� VKLIW� LQ� WKH� 0DLQODQG
6FDQGLQDYLDQ�ODQJXDJHV��VHH�=ZDUW�����E���7KXV��WKH�SDWWHUQ�RI�����FDQ�EH�UHSHDWHG�IRU
0DLQODQG�6FDQGLQDYLDQ�DV�LQ������

���� D� VXEMHFW�LQLWLDO�PDLQ�FODXVHV��68%-(&7³9(5%³(7&

5DVPXV KDU LNNH VHW ILOPHQ 'DQLVK
5DVPXV KDV QRW VHHQ WKH�PRYLH

E� LQYHUVLRQ�PDLQ�FODXVHV���;3�³9(5%³68%-(&7³(7&

+YRUIRU KDU 5DVPXV LNNH VHW ILOPHQ"
ZK\ KDV 5DVPXV QRW VHHQ WKH�PRYLH

F� HPEHGGHG�FODXVHV��&203/(0(17,=(5³68%-(&7³(7&³9(5%³(7&

��DW 5DVPXV LNNH KDU VHW ILOPHQ
WKDW 5DVPXV QRW KDV VHHQ WKH�PRYLH



��

7KLV�VXJJHVWV�WKDW�LQ����D���OLNH�LQ�'XWFK���D���WKH�)�FKDLQ�LV�^,1)/� 9`��DQG�LQ����E��DQG
���F���OLNH�LQ�'XWFK���E��DQG���F���WKH�)�FKDLQ�LV�H[WHQGHG�WR�^&� ,1)/� 9`��$V�LQ�'XWFK�

WKH�KLJKHVW�SRVLWLRQ�RI�WKH�)�FKDLQ�LQ����D��DQG����E��LV�VSHOOHG�RXW�E\�WKH�YHUE��KDU��
\LHOGLQJ�REVHUYDEOH�KHDG�PRYHPHQW��,Q����F���WKH�KLJKHVW�SRVLWLRQ�RI�WKH�)�FKDLQ�KDV�/(;�
IHDWXUHV�RI�LWV�RZQ��PDNLQJ�PRYHPHQW�RI�WKH�/(;�IHDWXUHV�RI�WKH�YHUE�VXSHUIOXRXV��,Q
FHUWDLQ�FRQWH[WV�LQGHQWLILHG�E\�+RRSHU�DQG�7KRPSVRQ��������DV�DOORZLQJ�HPEHGGHG�URRW
SKHQRPHQD��0DLQODQG� 6FDQGLQDYLDQ� ODQJXDJHV� KDYH� REVHUYDEOH� YHUE�PRYHPHQW� LQ
HPEHGGHG�FODXVHV��MXVW�OLNH�)ULVLDQ��LOOXVWUDWHG�DERYH��DQG�VSRNHQ�'XWFK��IRU�ZKLFK�VHH
=ZDUW�����D����I��

���� HPEHGGHG�URRW�FODXVHV��&203/(0(17,=(5³68%-(&7³9(5%³(7&

�9L�YHG� DW 5DVPXV KDU LNNH VHW ILOPHQ 'DQLVK
�:H�NQRZ� WKDW 5DVPXV QRW KDV VHHQ WKH�PRYLH
¶:H�NQRZ�WKDW�5DVPXV�KDV�QRW�VHHQ�WKH�PRYLH�·

:H�FDQ�DQDO\]H�WKLV�LQ�WKH�VDPH�ZD\�DV�)ULVLDQ����E���WKH�)�FKDLQ�RI�WKH�HPEHGGHG�YHUE
VWRSV�VKRUW�RI�UHDFKLQJ�&��\LHOGLQJ�DQ�)�FKDLQ�^,1)/� 9`��RI�ZKLFK�WKH�KLJKHVW�PHPEHU
ODFNV�/(;�IHDWXUHV�RI�LWV�RZQ��$V�D�UHVXOW��PRYHPHQW�RI�WKH�/(;�IHDWXUHV�RI�WKH�YHUE�LV
WULJJHUHG��\LHOGLQJ�REVHUYDEOH�HPEHGGHG�YHUE�PRYHPHQW�
,W�LV�WHPSWLQJ��WKHQ��WR�SURSRVH�WKDW�ODQJXDJHV�OLNH�,FHODQGLF�DQG�<LGGLVK��ZKLFK�KDYH

JHQHUDOL]HG�HPEHGGHG�YHUE�PRYHPHQW��QHYHU�LQFOXGH�&�LQ�WKH�)�FKDLQ�RI�DQ�HPEHGGHG
YHUE��$V� D� UHVXOW�� WKH�SDWWHUQ� LQ� ���E�������ZLOO� EH�JHQHUDOL]HG� LQ� WKHVH� ODQJXDJHV�
\LHOGLQJ�FRQVLVWHQW�REVHUYDEOH�HPEHGGHG�YHUE�PRYHPHQW�
,Q�WKLV�FRQWH[W��LW�LV�LQWHUHVWLQJ�WR�QRWH�WKDW�,FHODQGLF�FRQWURO�FRPSOHPHQW�FODXVHV�TXLWH

FOHDUO\�LQYROYH�PRYHPHQW�RI�LQILQLWLYHV��VXSSRUWLQJ�RXU�HDUOLHU�FRQMHFWXUH�WKDW�WKH�WKHRU\
RI�PRYHPHQW�VKRXOG�QRW�WUHDW�ILQLWH�DQG�QRQILQLWH�YHUEV�GLIIHUHQWO\��7KUiLQVVRQ������
FKDSWHU����VHH�DOVR�9DQJVQHV��������I��

���� D� HPEHGGHG�ILQLWH�FODXVH��&203/(0(17,=(5³68%-(&7³9(5%³(7&

��Dê MyODVYHLQDUQLU ERUêXêX DOGUHL E~êLQJ ,FHODQGLF
WKDW WKH�6DQWD�&ODXVHV DWH QHYHU SXGGLQJ

E� HPEHGGHG�QRQILQLWH�FODXVH��&203/(0(17,=(5³68%-(&7³9(5%³(7&

�-yODVYHLQDUQLU ORIXêX� Dê 352 ERUêD DOGUHL E~êLQJ
WKH�6DQWD�&ODXVHV�SURPLVHG WR HDW QHYHU SXGGLQJ

7KH�SDUDOOHOLVP�LV�FDSWXUHG�LI�ZH�VD\�WKDW�)�FKDLQV�LQ�,FHODQGLF�FRQVLVWHQWO\�H[FOXGH�&�
7KHVH� ,FHODQGLF� SKHQRPHQD�� WKHQ�� GR�QRW� QHFHVVDULO\� LQYROYH� YHUE�PRYHPHQW� WR� DQ
LQWHUPHGLDWH�SRVLWLRQ�LQ�DQ�)�FKDLQ��,W�ZRXOG�QHHG�WR�EH�LQYHVWLJDWHG�ZKHWKHU�VLPLODU
FRQVLGHUDWLRQV�DSSO\�WR�RWKHU�FDVHV�RI�SDUWLDO�KHDG�PRYHPHQW���

)LQDOO\�� RQH� PD\� H[SHFW� KHDG� PRYHPHQW� ZLWKLQ� QRXQ� SKUDVHV� WR� EH� VXEMHFW� WR
SULQFLSOH�����DV�ZHOO��7KH�LGHD�ZRXOG�EH�WKDW�ODQJXDJHV�YDU\�LQ�WKH�OHQJWK�RI�WKH�)�FKDLQV
WKDW�DUH�FUHDWHG�DPRQJ�WKH�OH[LFDO�DQG�IXQFWLRQDO�KHDGV�ZLWKLQ�QRXQ�SKUDVHV��EXW�QRW�LQ
WKH�PHFKDQLVP�JRYHUQLQJ�VSHOO�RXW�RI�WKH�OH[LFDO�KHDG��WKH�QRXQ���$V�LQ�FODXVHV��ZH
H[SHFW�WKH�QRXQ�WR�EH�VSHOOHG�RXW�LQ�WKH�GHWHUPLQHU�SRVLWLRQ�'��DVVXPLQJ�'�WR�EH�WKH
KLJKHVW�PHPEHU�RI�WKH�)�FKDLQ�RI�WKH�QRXQ�1���XQOHVV�'�KDV�OH[LFDO�IHDWXUHV�RI�LWV�RZQ�
7HVWLQJ�WKLV�SUHGLFWLRQ�ZRXOG�WDNH�XV�WRR�IDU�DILHOG�DW�WKLV�VWDJH��HVSHFLDOO\�VLQFH�PXFK



��

LV�VWLOO�XQFOHDU�DERXW�WKH�DPRXQW�RI�KHDG�PRYHPHQW�ZLWKLQ�QRXQ�SKUDVHV��%XW�WKH�QRXQ
SODFHPHQW�SDWWHUQ�LQ�������VWXGLHG�LQ�/RQJREDUGL�������������LV�VXJJHVWLYH�RI�WKH�VDPH
NLQG�RI�PHFKDQLVPV�WKDW�ZH�KDYH�GLVFXVVHG�DERYH�LQ�FRQQHFWLRQ�ZLWK�YHUE�SODFHPHQW�

���� D� ,O PLR *LDQQL ,WDOLDQ
WKH P\ -RKQ

E�  0LR *LDQQL
P\ -RKQ

F� *LDQQL PLR
-RKQ P\

/RQJREDUGL� VXJJHVWV� WKDW� WKH�1�*LDQQL� LQ� ���F��QHHGV� WR�PRYH�XS� WR� WKH�'�SRVLWLRQ

RFFXSLHG�E\�LO�LQ����D���,Q�/RQJREDUGL·V�DQDO\VLV��WKH�PRYHPHQW�RI�1�WR�'�LV�WULJJHUHG�E\
WKH�QHHG�WR�ILOO�WKH�HPSW\�'�SRVLWLRQ��,Q�WKH�V\VWHP�RI�KHDG�PRYHPHQW�SURSRVHG�KHUH�

*LDQQL��RU��UDWKHU��WKH�)�IHDWXUHV�RI�*LDQQL��PRYHV�WR�'�LQ�ERWK����D��DQG����F���DQG�RQO\

LQ� ���F�� LV�DGGLWLRQDO�PRYHPHQW�RI�*LDQQL·V�/(;�IHDWXUHV� UHTXLUHG��DV�'�KDV�QR�/(;�
IHDWXUHV�RI�LWV�RZQ���\LHOGLQJ�REVHUYDEOH�QRXQ�PRYHPHQW�

�� &RQFOXVLRQ

,Q�WKLV�DUWLFOH�,�KDYH�DUJXHG�WKDW�WKH�SODFHPHQW�RI�ILQLWH�DQG�QRQILQLWH�YHUEV�LQ�YDULRXV
*HUPDQLF�ODQJXDJHV�FDQ�EH�H[SODLQHG�RQ�WKH�IROORZLQJ�DVVXPSWLRQV���L��/H[LFDO�DQG
�FHUWDLQ�� IXQFWLRQDO� KHDGV� DUH� UHODWHG� WKURXJK� D� SURFHVV� RI� IHDWXUH� YDOXDWLRQ� �EHVW
GHVFULEHG�DV�IHDWXUH�PRYHPHQW�IURP�WKH�OH[LFDO�WR�WKH�IXQFWLRQDO�KHDGV���\LHOGLQJ�D�FKDLQ
RI�)�($785(��UHODWHG�KHDGV��DQ�)�FKDLQ����LL��7KH�KLJKHVW�SRVLWLRQ�RI�WKH�)�FKDLQ�PXVW�EH
VSHOOHG�RXW��L�H���FRQYHUWHG�E\�0RUSKRORJ\�LQWR�D�VWULQJ�RI�SKRQHPHV�DYDLODEOH�IURP�WKH
/H[LFRQ����LLL��2EVHUYDEOH�KHDG�PRYHPHQW�WDNHV�SODFH�RQO\�LI�WKH�HOHPHQW�LQ�WKH�KLJKHVW
SRVLWLRQ�RI�WKH�)�FKDLQ�FDQQRW�EH�VSHOOHG�RXW��DQG�LW�WDUJHWV�WKH�KLJKHVW�SRVLWLRQ�RI�WKH
)�FKDLQ��
3RLQW� �L�� LV� XQFRQWURYHUVLDO� ZLWKLQ� JHQHUDWLYH� JUDPPDU�� DQG� WKH� QRWLRQ� RI� )�

UHODWHGQHVV� LQWURGXFHG� KHUH� FDQ� EH� UHSODFHG� E\�PRUH� DUWLFXODWH� GHVFULSWLRQV� RI� WKH
UHODWLRQ�EHWZHHQ�OH[LFDO�DQG�IXQFWLRQDO�KHDGV��VXFK�DV�DJUHHPHQW��KHDG�JRYHUQPHQW��RU
IHDWXUH�PRYHPHQW��3RLQW��LL��LV�XQGHULYHG�DW�WKLV�VWDJH��,W�DVVXPHV�D�FHUWDLQ�YLHZ�RQ�WKH
LQWHUDFWLRQ� RI� V\QWD[�� PRUSKRORJ\�� DQG� SKRQRORJ\�� WR� WKH� HIIHFW� WKDW� PRUSKRORJ\
IXQFWLRQV�DV�DQ�LQWHUIDFH�EHWZHHQ�V\QWD[�DQG�SKRQRORJ\��WDNLQJ�V\QWDFWLF�WHUPLQDOV�DV
LQSXW�DQG�\LHOGLQJ�VWULQJV�RI�SKRQHPHV�DV�RXWSXW��3RLQW��LLL�� OLPLWV�REVHUYDEOH�KHDG
PRYHPHQW�WR�FDVHV�ZKHUH�PRUSKRORJ\�IDLOV�WR�LQWHUSUHW�WKH�KLJKHVW�SRVLWLRQ�LQ�DQ�)�
FKDLQ�
7KH�V\VWHP�RI�KHDG�PRYHPHQW�SURSRVHG�KHUH�DFFRXQWV�IRU�WKH�DEVHQFH�RI�REVHUYDEOH

YHUE�PRYHPHQW� WR�&� LQ�HPEHGGHG�FODXVHV� LQ�'XWFK��)ULVLDQ��*HUPDQ��DQG�0DLQODQG
6FDQGLQDYLDQ��ZKLOH�DOORZLQJ�REVHUYDEOH�YHUE�PRYHPHQW�WR�,1)/�LQ�VXEMHFW�LQLWLDO�PDLQ
FODXVHV�LQ�WKH�VDPH�ODQJXDJHV��7KH�SDWWHUQ�IROORZV�RQ�WKH�DVVXPSWLRQ�WKDW�WKH�UHOHYDQW
)�FKDLQ�VWUHWFKHV�IURP�9�WR�&�LQ�HPEHGGHG�FODXVHV��EXW�RQO\�IURP�9�WR�,1)/�LQ�VXEMHFW
LQLWLDO�PDLQ�FODXVHV��7KHVH�DVVXPSWLRQV�DUH�HPSLULFDOO\�VXSSRUWHG�E\�WKH�SKHQRPHQRQ
RI�FRPSOHPHQWL]HU�DJUHHPHQW�LQ�)ULVLDQ�DQG�GLDOHFWV�RI�'XWFK�DQG�*HUPDQ��DQG�E\�WKH
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ODFN�RI�HYLGHQFH�VXJJHVWLQJ�WKH�SUHVHQFH�RI�D�&�SURMHFWLRQ�LQ�VXEMHFW�LQLWLDO�PDLQ�FODXVHV
LQ� WKHVH� ODQJXDJHV�� 7KH� DVVXPSWLRQ� RI� D� VLPLODU� )�FKDLQ� VWUHWFKLQJ� IURP� 9� WR� &� LQ
HPEHGGHG�FODXVHV�H[SODLQV�WKH�SODFHPHQW�RI�LQILQLWLYHV�LQ�WKH�VDPH�JURXS�RI�ODQJXDJHV
DORQJ�LGHQWLFDO�OLQHV��&RPSOHPHQWL]HUOHVV�LQILQLWLYDO�FODXVHV�IDOO�LQ�WKH�VDPH�SDWWHUQ�LI�ZH
DVVXPH�WKDW�WKH�)�FKDLQ�VWUHWFKHV�WR�WKH�PDWUL[�9�LQ�WKHVH��UHVWUXFWXULQJ��FDVHV��,Q�WKLV
FDVH��WKH�DQDO\VLV�LV�HPSLULFDOO\�VXSSRUWHG�E\�PRYHPHQW�RI�LQILQLWLYDOV�LQ�WKH�VHFRQG
FRQMXQFW�RI�FRRUGLQDWHG�FRQWURO�FRPSOHPHQW�FODXVHV�LQ�)ULVLDQ��WKH�VR�FDOOHG�,PSHUDWLYXV
3UR�,QILQLWLYR�RU�,3,�SKHQRPHQRQ���RQ�WKH�XQGHUVWDQGLQJ�WKDW�VHFRQG�FRQMXQFWV�PD\
UHYHDO�GHIDXOW�V\QWD[��GHIDXOW�V\QWD[� LQ�WKLV�FDVH�PHDQLQJ�WKDW�WKH�)�FKDLQ� IURP�WKH
VHFRQG�FRQMXQFW�GRHV�QRW�UHDFK�WKH�PDWUL[�9��VR�WKDW�WKH�KLJKHVW�HOHPHQW�RI�WKH�)�FKDLQ
LV�WKH�HPEHGGHG�,1)/��ZKLFK�PXVW�WKHQ�EH�OH[LFDOL]HG�E\�PRYHPHQW�RI�WKH�LQILQLWLYDO
YHUE���7KH�DQDO\VLV�RI�UHVWUXFWXULQJ�DV�LQYROYLQJ�DQ�)�FKDLQ�UXQQLQJ�IURP�WKH�HPEHGGHG
YHUE�WR�WKH�PDWUL[�YHUE�LV�VXSSRUWHG�E\�WKH�DEVHQFH�RI�WKH�,3,�HIIHFW�ZLWK�UHVWUXFWXULQJ
YHUEV�LQ�)ULVLDQ��VKRZLQJ�WKDW�LQ�UHVWUXFWXULQJ�FDVHV��WKH�HPEHGGHG�)�FKDLQ�PXVW�UHDFK
WKH�PDWUL[�9��EDUULQJ�REVHUYDEOH�LQILQLWLYH�PRYHPHQW��
,�EHOLHYH�WKDW�WKHVH�REVHUYDWLRQV�VKHG�VRPH�OLJKW�RQ�WKH�GLYLVLRQ�RI�ODERU�EHWZHHQ

V\QWD[�DQG�SKRQRORJ\�LQ�WKH�GRPDLQ�RI�YHUE�PRYHPHQW��9HUE�PRYHPHQW�WKDW�LV�DFWXDOO\
REVHUYHG� LV� WULJJHUHG� E\� D� UHTXLUHPHQW� RI� SKRQRORJLFDO� �DFWXDOO\�� PRUSKRORJLFDO�
LQWHUSUHWDELOLW\�RI�WKH�KLJKHVW�SRVLWLRQ�LQ�DQ�)�FKDLQ��SRLQW��LL��DQG��LLL��DERYH���:H�PD\
FDOO�WKLV�REVHUYDEOH�YHUE�PRYHPHQW�¶SKRQRORJLFDO�YHUE�PRYHPHQW·��+RZHYHU��WKH�WDUJHW
RI� WKLV� ¶SKRQRORJLFDO� YHUE�PRYHPHQW·� LV� VHW� E\� RWKHU�� SXUHO\� V\QWDFWLF�PHFKDQLVPV�
QDPHO\�WKRVH�\LHOGLQJ�DQ�)�FKDLQ�RI�KHDGV�UHODWHG�WKURXJK�IHDWXUH�YDOXDWLRQ��$VVXPLQJ�
ZLWK�&KRPVN\���������WKDW�IHDWXUH�YDOXDWLRQ�LV�REWDLQHG�WKURXJK�IHDWXUH�PRYHPHQW��ZH
PD\�FDOO�WKH�UHOHYDQW�SURFHV�\LHOGLQJ�)�FKDLQV�¶V\QWDFWLF�YHUE�PRYHPHQW·��,W�IROORZV�WKDW
¶SKRQRORJLFDO�YHUE�PRYHPHQWV·�DUH�D�VXEVHW�RI�¶V\QWDFWLF�YHUE�PRYHPHQWV·��
7KLV�FRQFHSWLRQ�RI�¶SKRQRORJLFDO�YHUE�PRYHPHQW·�GLIIHUV�IURP�WKH�RQH�SURSRVHG�LQ

&KRPVN\���������������ZKHUH�LW�LV�VXJJHVWHG�WKDW�YHUE�SODFHPHQW�PD\�EH�WKH�UHVXOW�RI
D� UHRUJDQL]DWLRQ�RI� OLQHDU�RUGHU� WDNLQJ�SODFH�DW�3)��7KH� OLQHDUL]DWLRQ�HQYLVLRQHG�E\
&KRPVN\� LV� SRZHUIXO� HQRXJK� WR� LQVHUW� D� YHUE� EHWZHHQ� WZR� VSHFLILHU� SRVLWLRQV� LQ� D
PXOWLSOH�VSHFLILHU�FRQILJXUDWLRQ��&KRPVN\������������7KH�DQDO\VLV�RI�YHUE�SODFHPHQW
SURSRVHG�LQ�WKLV�DUWLFOH��ZKLOH�DFFHSWLQJ��WKDW�REVHUYDEOH�YHUE�PRYHPHQW�LV�WULJJHUHG�E\
IDFWRUV�KDYLQJ�WR�GR�ZLWK�LQWHUSUHWDELOLW\�DW�3)��KDV�QR�URRP�IRU�OLQHDUL]DWLRQ�SURFHVVHV
RI�WKH�W\SH�SURSRVHG�E\�&KRPVN\��2EVHUYDEOH�YHUE�PRYHPHQW�PD\�EH�WULJJHUHG�E\�3)
FRQVLGHUDWLRQV��EXW�LW�PXVW�WDUJHW�D�KHDG�SRVLWLRQ�WKDW�LV�SDUW�RI�WKH�YHUE·V�)�FKDLQ�
7KLV�YLHZ�RI�KHDG�PRYHPHQW�DOORZV�IRU�D�PRUH�PLQLPDOLVW�DSSURDFK�WR�WKH�UHODWLRQ

EHWZHHQ�V\QWD[�DQG�3)��ZKHUH�WKH�ODWWHU�VLPSO\�FRQYHUWV�V\QWDFWLF�WHUPLQDOV�LQWR�VWULQJV
RI� SKRQHPHV�� DQG� LQYROYHV� RQO\� WKH� PRVW� VWUDLJKWIRUZDUG� OLQHDUL]DWLRQ� SURFHVV�� LQ
DFFRUGDQFH�ZLWK�WKH�/LQHDU�&RUUHVSRQGHQFH�$[LRP�RI�.D\QH��������
7KH�WKHRU\�RI�KHDG�PRYHPHQW�GHYHORSHG�KHUH�KDV�EHHQ�DSSOLHG�WR�D�OLPLWHG�HPSLULFDO

GRPDLQ��DQG�PXFK�PRUH�ZRUN�QHHGV�WR�EH�GRQH�WR�DVVHVV�LWV�JHQHUDO�WHQDELOLW\��+RZHYHU�
,� IHOW� LW� WR�EH�RI�VRPH�VLJQLILFDQFH�WR�EH�DEOH�WR�VKRZ�WKDW�SUHFLVHO\� LQ� ¶YHUE�VHFRQG·
ODQJXDJHV��ZKHUH�WKH�VXVSLFLRQ�WKDW�VRPHWKLQJ�¶SKRQRORJLFDO·�LV�GHWHUPLQLQJ�WKH�YHUE
SODFHPHQW��FI��&KRPVN\�����������WKHUH�LV�QR�HYLGHQFH�WR�VXJJHVW�WKDW�¶SKRQRORJLFDO·
SURFHVVHV�DFW�LQ�VXFK�D�ZD\�WKDW�V\QWDFWLF�GHVLJQ�EHFRPHV�REVFXUHG�
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5HIHUHQFHV

%DNHU��0DUN�&��������7KH�0LUURU�3ULQFLSOH�DQG�0RUSKRV\QWDFWLF�([SODQDWLRQ��/LQJXLVWLF

,QTXLU\�������������

%REDOMLN��-RQDWKDQ�'��������0RUSKRV\QWD[��WKH�V\QWD[�RI�YHUEDO�LQIOHFWLRQ��'LVVHUWDWLRQ�
0,7�

%REDOMLN�� -RQDWKDQ� '�� DQG� +|VNXOGXU� 7KUiLQVVRQ�� ������ 7ZR� +HDGV� $UHQ·W� $OZD\V

%HWWHUQ�7KHQ�2QH��6\QWD[����������

&KRPVN\��1RDP��������%DUULHUV��0,7�3UHVV��&DPEULGJH�

&KRPVN\��1RDP��������7KH�0LQLPDOLVW�3URJUDP��0,7�3UHVV��&DPEULGJH�

&KRPVN\��1RDP��������0LQLPDOLVW�,QTXLULHV��WKH�IUDPHZRUN��0,7�2FFDVLRQDO�3DSHUV�LQ

/LQJXLVWLFV����

&KRPVN\��1RDP��������'HULYDWLRQ�E\�3KDVH��0,7�2FFDVLRQDO�3DSHUV�LQ�/LQJXLVWLFV����

'HQ�%HVWHQ��+DQV��������2Q�WKH�,QWHUDFWLRQ�RI�5RRW�7UDQVIRUPDWLRQV�DQG�/H[LFDO�'HOHWLYH
5XOHV��0V���0,7�

'HQ�%HVWHQ��+DQV��������$X[LOLDU\�'HOHWLRQV�DQG�WKH�,QWHUSOD\�EHWZHHQ�/RFDO�'HOHWLYH
5XOHV�DQG�)LOWHUV��3DSHU�SUHVHQWHG�DW�WKH�*/2:�&ROORTXLXP��$PVWHUGDP�

(SVWHLQ��6DPXHO�'DYLG��(ULFK�0��*URDW��5XULNR�.DZDVKLPD��DQG�+LVDWVXJX�.LWDKDUD�

������$�'HULYDWLRQDO�$SSURDFK�WR�6\QWDFWLF�5HODWLRQV��1HZ�<RUN��2[IRUG�8QLYHUVLW\�3UHVV�

)XNXL��1RDNL�DQG�0DUJDUHW�6SHDV��������6SHFLILHUV�DQG�3URMHFWLRQ��0,7�:RUNLQJ�3DSHUV

LQ�/LQJXLVWLFV������������

+DHJHPDQ��/LOLDQH��������9HUE�0RYHPHQW�LQ�(PEHGGHG�&ODXVHV�LQ�:HVW�)OHPLVK��0V��
8QLYHUVLW\�RI�*HQHYD�

+DOH��.HQQHWK�DQG�6DPXHO�-��.H\VHU��������2Q�$UJXPHQW�6WUXFWXUH�DQG�WKH�/H[LFDO

([SUHVVLRQ�RI�6\QWDFWLF�5HODWLRQV��,Q�7KH�9LHZ�IURP�%XLOGLQJ�����OLQJXLVWLF�HVVD\V�LQ�KRQRU

RI�6\OYDLQ�%URPEHUJHU��.��+DOH�	�6�-��.H\VHU��HGV��&DPEULGJH��0DVV��0,7�3UHVV�

+LQWHUK|O]O��5RODQG��������$�92�EDVHG�$SSURDFK�WR�9HUE�5DLVLQJ��3URFHHGLQJV�RI�1(/6

������������

+RHNVWUD��-DULFK��������7KH�6\QWD[�RI�,QILQLWLYHV�LQ�)ULVLDQ��'LVVHUWDWLRQ��8QLYHUVLW\�RI
*URQLQJHQ�

+RHNVWUD�� -DULFK� DQG� /iV]OR� 0DUiF]�� ������ 2Q� WKH� 3RVLWLRQ� RI� ,QIOHFWLRQ� LQ� :HVW
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*HUPDQLF��:RUNLQJ�3DSHUV�LQ�6FDQGLQDYLDQ�6\QWD[�����������

+RRSHU�� -RDQ� %�� DQG� 6DQGUD� $�� 7KRPSVRQ�� ������ 2Q� WKH� $SSOLFDWLRQ� RI� 5RRW

7UDQVIRUPDWLRQV��/LQJXLVWLF�,QTXLU\������������

-RKDQQHVVHQ��-DQQH�%RQGL��������&RRUGLQDWLRQ��D�PLQLPDOLVW�DSSURDFK��'LVVHUWDWLRQ��2VOR
8QLYHUVLW\�

-RKQVRQ��.\OH��������2EMHFW�3RVLWLRQV��1DWXUDO�/DQJXDJH�DQG�/LQJXLVWLF�7KHRU\��������
����

.D\QH��5LFKDUG�6��������7KH�$QWLV\PPHWU\�RI�6\QWD[��0,7�3UHVV��&DPEULGJH�

.RVPHLMHU��:LP��������7KH�6WDWXV�RI� WKH�)LQLWH� ,QIOHFWLRQ� LQ�,FHODQGLF�DQG�6ZHGLVK�

:RUNLQJ�3DSHUV�LQ�6FDQGLQDYLDQ�6\QWD[����

.RVWHU��-DQ��������'XWFK�DV�DQ�629�/DQJXDJH��/LQJXLVWLF�$QDO\VLV������������

.RVWHU��-DQ��������3LHG�3LSLQJ�DQG�WKH�:RUG�2UGHUV�RI�(QJOLVK�DQG�'XWFK��7R�DSSHDU�LQ

3URFHHGLQJV�RI�1(/6�����*/6$��$PKHUVW�

/RQJREDUGL��*LXVHSSH��������5HIHUHQFH�DQG�3URSHU�1DPHV��/LQJXLVWLF�,QTXLU\���������
����

6ROj��-DXPH��������0RUSKRORJ\�DQG�:RUG�2UGHU�LQ�*HUPDQLF�/DQJXDJHV��,Q�0LQLPDO

,GHDV�� V\QWDFWLF� VWXGLHV� LQ� WKH� PLQLPDOLVW� IUDPHZRUN�� :�� $EUDKDP�� 6�'�� (SVWHLQ�� +�
7KUiLQVVRQ��DQG�&�-�:��=ZDUW��HGV���-RKQ�%HQMDPLQV��$PVWHUGDP�

7KUiLQVVRQ��+|VNXOGXU��������2Q�&RPSOHPHQWDWLRQ�LQ�,FHODQGLF��*DUODQG��1HZ�<RUN�

7LHUVPD��3LHWHU�0HLMHV��������)ULVLDQ�5HIHUHQFH�*UDPPDU��)RULV��'RUGUHFKW�

7UDYLV��/LVD��������3DUDPHWHUV�DQG�(IIHFWV�RI�:RUG�2UGHU�9DULDWLRQ��'LVVHUWDWLRQ��0,7�

9DQJVQHV�� �\VWHLQ� $OH[DQGHU�� ������ 7KH� ,GHQWLILFDWLRQ� RI� )XQFWLRQDO� $UFKLWHFWXUH�
'LVVHUWDWLRQ��8QLYHUVLW\�RI�%HUJHQ�

=ZDUW�� &�� -DQ�:RXWHU�� ����D�� 'XWFK� 6\QWD[�� D� PLQLPDOLVW� DSSURDFK�� 'LVVHUWDWLRQ�
8QLYHUVLW\�RI�*URQLQJHQ�

=ZDUW��&��-DQ�:RXWHU������E��&OXHV�IURP�'LDOHFW�6\QWD[��FRPSOHPHQWL]HU�DJUHHPHQW�

,Q�'LDOHNWV\QWD[��:��$EUDKDP�DQG�-��%D\HU��HGV���:HVWGHXWVFKHU�9HUODJ��2SODGHQ�

=ZDUW��&��-DQ�:RXWHU��������'XWFK�LV�+HDG�,QLWLDO��7KH�/LQJXLVWLF�5HYLHZ�������������

=ZDUW��&��-DQ�:RXWHU��������9HUE�&OXVWHUV�LQ�&RQWLQHQWDO�:HVW�*HUPDQLF�'LDOHFWV��,Q
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0LFURSDUDPHWULF�6\QWD[�DQG�'LDOHFW�9DULDWLRQ��-�5��%ODFN�DQG�9��0RWDSDQ\DQH��HGV���-RKQ
%HQMDPLQV��$PVWHUGDP�

=ZDUW��&��-DQ�:RXWHU������D��0RUSKRV\QWD[�RI�9HUE�0RYHPHQW��D�PLQLPDOLVW�DSSURDFK

WR�WKH�V\QWD[�RI�'XWFK�

=ZDUW��&��-DQ�:RXWHU������E��7KH�*HUPDQLF�629�/DQJXDJHV�DQG�WKH�8QLYHUVDO�%DVH

+\SRWKHVLV��,Q�7KH�1HZ�&RPSDUDWLYH�6\QWD[��/��+DHJHPDQ��HG���/RQJPDQ��/RQGRQ��



��

1RWHV

 7KDQNV�WR�1RDP�&KRPVN\��-DXPH�6ROj��DQG�-DQ�.RVWHU�IRU�GLVFXVVLRQ��DQG�WR�-DULFK
+RHNVWUD�IRU�YDOXDEOH�LQSXW�RQ�WKH�)ULVLDQ�GDWD��3DUW�RI�WKLV�PDWHULDO�ZDV�SUHVHQWHG
DW�WKH�)ULVLDQ�$FDGHP\��/MRXZHUW��LQ�-DQXDU\�������DQG�DW�WKH�8QLYHUVLW\�RI�/HLGHQ�
1RYHPEHU�������7KH�DXWKRU·V�UHVHDUFK�LV�VSRQVRUHG�E\�WKH�1HWKHUODQGV�2UJDQL]DWLRQ
RI�6FLHQWLILF�5HVHDUFK��1:2���JUDQW��������������

�� ,Q�WKH�H[DPSOH�KHDGHUV��WKH�P�GDVK�LQGLFDWHV�REOLJDWRU\�DGMDFHQF\��DQG�(7&�LQGLFDWHV
VHQWHQFH�PDWHULDO�QRW�H[SOLFLWO\�PHQWLRQHG��H�J��DGMXQFWV��REMHFWV��QHJDWLRQ��

�� (DUOLHU�DQDO\VLV�KDYH�DVVXPHG�WKDW�WKH�ILQLWH�YHUE�LV�VSHOOHG�RXW�LQ�&�LQ�DOO�PDLQ�FODXVH
W\SHV��LQGHHG��WKDW�WKLV�LV�D�W\SRORJLFDO�FKDUDFWHULVWLF�RI�&RQWLQHQWDO�:HVW�*HUPDQLF
ODQJXDJHV���EXW�WKLV�OHDYHV�WKH�SRVLWLRQ�RI�WKH�VXEMHFW�LQ���D��XQDFFRXQWHG�IRU��6HH
7UDYLV��������DQG�=ZDUW������D������D��IRU�H[WHQVLYH�GLVFXVVLRQ�

�� ,�DP�LJQRULQJ�KHUH�SRWHQWLDO�RWKHU�SURFHVVHV�DIIHFWLQJ�WKH�SRVLWLRQ�RI�WKH�LQILQLWLYH�
,QILQLWLYHV�DQG�QRQILQLWH�YHUEV�LQ�JHQHUDO�JLYH�ULVH�WR��FRPSOLFDWLRQV�WKDW�FDQQRW�EH
DGGUHVVHG�KHUH�� DQG� WKDW�PD\�RU�PD\�QRW�KDYH�D�EHDULQJ�RQ� WKH� WKHRU\�RI�KHDG
PRYHPHQW�� ,� DP� UHIHUULQJ� WR�SKHQRPHQD�RI� YHUE� ¶FOXVWHULQJ·� LQ�&RQWLQHQWDO�:HVW
*HUPDQLF�ODQJXDJHV��LOOXVWUDWHG�LQ������LQ�WKH�WH[W��7KH�LPSUHVVLRQ�RI�FOXVWHULQJ�PD\
EH� WKH� UHVXOW� RI� $�PRYHPHQW� RI� WKH� DUJXPHQWV� RI� WKH� HPEHGGHG� QRQILQLWH� YHUEV
SRVLWLRQV�LQ�WKH�PDWUL[�FODXVH��,Q�WKDW�FDVH��QR�PRYHPHQWV�QHHG�WR�EH�DVVXPHG��%XW
WKH� GLDOHFWV� RI� &RQWLQHQWDO� :HVW� *HUPDQLF� VKRZ� D� EHZLOGHULQJ� YDULHW\� RI� YHUE
RUGHULQJV�LQ�WKHVH�¶FOXVWHUV·��VXJJHVWLQJ�WKDW�VRPH�PRYHPHQWV�PXVW�WDNH�SODFH��VHH
=ZDUW������ IRU�D�VXUYH\�RI� WKH�SKHQRPHQD���7UDGLWLRQDOO\�� WKHVH�PRYHPHQWV�DUH
GHVFULEHG�DV�KHDG�PRYHPHQWV��FDOOHG�¶YHUE�UDLVLQJ·���EXW�FXUUHQW�UHVHDUFK�VXJJHVWV
WKDW� VRPH�� DQG� SHUKDSV� DOO�� RI� WKH� UHOHYDQW� GLVSODFHPHQWV� LQYROYH� ;3�PRYHPHQW
�=ZDUW�������+DHJHPDQ�������+LQWHUK|O]O�������

�� $V�GLVFXVVHG�E\�+RHNVWUD���������I��WKH�PRUSKRORJLFDO�FRQYHUVLRQ�RI�WKH�LQILQLWLYH
WR�DQ�LPSHUDWLYH�LV�QRW�HVVHQWLDO�WR�WKH�V\QWD[�RI�WKH�FRQVWUXFWLRQ��,Q�HDUOLHU�VWDJHV�RI
)ULVLDQ��WKH�VDPH�FRQVWUXFWLRQ�LV�IRXQG�ZLWK�DQ�LQILQLWLYH�LQVWHDG�RI�DQ�LPSHUDWLYH�
&RQVHTXHQWO\��WKH�SODFHPHQW�RI�WKH�YHUE�LQ����EL���WKH�,3,�FRQVWUXFWLRQ��FDQQRW�EH�D
IXQFWLRQ�RI�WKH��ILQLWH��LPSHUDWLYH�PRUSKRORJ\�RI�WKH�YHUE�

�� 7KH�(QJOLVK�H[DPSOHV�DUH�OHVV�LQVWUXFWLYH�KHUH��DV�REMHFWV�LQ�(QJOLVK�DSSHDU�WR�RFFXS\
WKHLU�DUJXPHQW�SRVLWLRQ�UDWKHU�WKDQ�WKHLU�OLFHQVLQJ�SRVLWLRQ�

�� &RQVHTXHQWO\��ZH� QHHG� QRW� VWLSXODWH� WKDW�7'()� ODFNV� DQ� (33� IHDWXUH�� DV� &KRPVN\

�������GRHV��MXVW�WKDW�LW�WUDQVIHUV�LWV�(33�IHDWXUH�

�� 7KH�LQILQLWLYH�LQ����D��HQGV�LQ��H��ZKHUHDV�LQ�HDUOLHU�H[DPSOHV�WKH�LQILQLWLYHV�HQG�LQ

�HQ��7KH�GLVWULEXWLRQ�RI�WKH�WZR�HQGLQJV��JORVVHG�DV�,1)�(�,1)�(1�ZKHUH�QHFHVVDU\�

LV�HQWLUHO\�UHJXODU��ZLWK��HQ�DSSHDULQJ�DIWHU�WKH�LQILQLWLYDO�PDUNHU�WH�DQG�LQ�(&0��DQG

�H�LQ�WKH�FRPSOHPHQW�RI�PRGDO�YHUEV��FI��7LHUVPD���������I���+RHNVWUD�������I���
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�� 7KH�SRWHQWLDO�LQWHUDFWLRQ�RI�YHUE�PRYHPHQW�DQG�REMHFW�VKLIW��LQ�SDUWLFXODU�WR�SRVLWLRQV
LQ� WKH�PDWUL[� FODXVH�� OHDGV� WR� VRPH�XQFHUWDLQW\�DERXW� WKH�SRVLWLRQ�RI� WKH�YDULRXV
HOHPHQWV�LQ�WKH�)ULVLDQ�H[DPSOHV�GLVFXVVHG�KHUH��)RU�LQVWDQFH��LW�FRXOG�EH�WKDW�WKH

OHYHO�RI�FRRUGLQDWLRQ�LQ������LV�DFWXDOO\�WKH�PDWUL[�$JU23��VR�WKDW�ERWK�LQ�JULSH�¶D

KDQGIXO·�DQG�LW�Q\OKRDUV�¶WKH�KLSSR·�DUH�DFWXDOO\�LQ�WKH�IXQFWLRQDO�GRPDLQ�RI�WKH�PDWUL[

FODXVH�� ,Q� WKDW� FDVH��ZH�ZRXOG� QRW� H[SHFW� WKH� ,3,�YHUE� IXRUMH� ¶IHHG�,03(5$7,9(·� WR

SUHFHGH�LW�Q\OKRDUV��EXW�WR�IROORZ�LW��7KLV�\LHOGV�WKH�HTXDOO\�XQJUDPPDWLFDO�ZRUG�RUGHU

��LW� Q\OKRDUV� IXRUMH� >WKH� KLSSR� IHHG�,03@� LQVWHDG� RI� ���E��� FRQILUPLQJ� WKH
LQFRPSDWLELOLW\�RI�UHVWUXFWXULQJ�DQG�,3,��1RWH�WKDW�WKH�RQO\�GLVWLQFWLRQ�EHWZHHQ�WKLV

H[DPSOH�DQG����D��LV�WKH�LQILQLWLYDO�YV��LPSHUDWLYH�PRUSKRORJ\���HQ�YV���H��

�� 7KH�DOWHUQDWLYH�RUGHU�LQ������DQG������LV�JLYHQ�LQ�FRQQHFWLRQ�ZLWK�WKH�XQFHUWDLQW\
Z�U�W��WKH�UHOHYDQW�ZRUG�RUGHU�GLVFXVVHG�LQ�QRWH���

��� 7KH� ZHDN� OH[LFDOLVW� SRVLWLRQ� LV� PDLQWDLQHG� LQ� %REDOMLN� �������� OHDGLQJ� WR� WKH
LQFRUUHFW� SUHGLFWLRQ� WKDW� &RQWLQHQWDO� :HVW� *HUPDQLF� ODQJXDJHV� IHDWXUH� ULJKW
KHDGHG� IXQFWLRQDO�SURMHFWLRQV� �FI��DOVR�%REDOMLN�	�7KUiLQVVRQ����������RQ� WKH
SRVLWLRQ�RI�IXQFWLRQDO�KHDGV�LQ�'XWFK��VHH�=ZDUW�����D����������

��� ,Q�ERWK�)ULVLDQ�DQG�0DLQODQG�6FDQGLQDYLDQ��HPEHGGHG�YHUE�PRYHPHQW�LV�RI�WKH
¶OLPLWHG� HPEHGGHG� 9�·� W\SH� GLVFXVVHG� E\� 9LNQHU� ����������� 6HH� DOVR� =ZDUW
�����D������ DQG� UHIHUHQFHV� FLWHG� WKHUH�� 7KHVH� ODQJXDJHV� DUH� FRQWUDVWHG�ZLWK
,FHODQGLF�DQG�<LGGLVK��ZKHUH�HPEHGGHG�YHUE�PRYHPHQW�LV�JHQHUDOL]HG�

��� 7KH�LGHD�WKDW�KHDG�PRYHPHQW�DOZD\V�WDUJHWV�WKH�KLJKHVW�SRVLWLRQ�RI�WKH�)�FKDLQ�ZDV
DGYDQFHG�HDUOLHU�E\�6ROj���������ZKR�GLVFXVVHV�HYLGHQFH�WR�VKRZ�WKDW�D�YHUE�LV
DOZD\V�VSHOOHG�RXW�LQ�WKH�SRVLWLRQ�RI�WKH�KLJKHVW�IXQFWLRQDO�KHDG�UHSUHVHQWHG�LQ�WKH
YHUE·V�LQIOHFWLRQDO�PRUSKRORJ\��,�WDNH�6ROj·V�GLVFXVVLRQ�WR�VXSSRUW�WKH�V\VWHP�RI
KHDG�PRYHPHQW�SURSRVHG�KHUH�
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