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'HWHUPLQLQJ�UXSWXUH�RI�PHPEUDQHV�SUHGLFWV�QRW�RQO\�WKH�OLNHOLKRRG�RI�
LPPLQHQW�ODERU��EXW�DOVR�WKH�SRWHQWLDO�IRU�FRPSOLFDWLRQV��VXFK�DV�LQIHF�
WLRQ�RU�FRUG�SURODSVH��6SRQWDQHRXV�UXSWXUH�RI�PHPEUDQHV�RFFXUV�GXULQJ�
WKH� FRXUVH� RI� DFWLYH� ODERU� LQ� WKH�PDMRULW\� RI� SDWLHQWV�� DOWKRXJK� LW� DOVR�
KDSSHQV�SULRU�WR�RQVHW�RI�ODERU�LQ�DSSUR[LPDWHO\����RI�WKLUG�WULPHVWHU�
SDWLHQWV���)LIW\�SHUFHQW�RI�ZRPHQ�ZKR�H[SHULHQFH�SUHPDWXUH�UXSWXUH�RI�
PHPEUDQHV�GHOLYHU�ZLWKLQ���KRXUV��DQG�����JLYH�ELUWK�ZLWKLQ����KRXUV�
RI�WKLV�HYHQW���7KH�KLVWRU\�RI�VSRQWDQHRXV�UXSWXUH�RI�PHPEUDQHV�W\SLFDOO\�
LQYROYHV� UHSRUW� RI� D� JXVK� RI� FOHDU� RU� EORRG�WLQJHG� IOXLG�� 2FFDVLRQDOO\��
SDWLHQWV�UHFRXQW�FRQWLQXHG�OHDNLQJ�RU�GDPSHQLQJ�RI�WKHLU�XQGHUZHDU�RQ�
VWDQGLQJ�RU�ZLWK�D�9DOVDOYD�PDQHXYHU��7KLFN�JUHHQLVK�EURZQ�IOXLG�VXJ�
JHVWV�WKH�SUHVHQFH�RI�PHFRQLXP�LQ�DPQLRWLF�IOXLG��
5XSWXUH�RI�PHPEUDQHV�PD\�EH�FRQILUPHG�E\�XVLQJ�QLWUD]LQH�SDSHU�WR�

WHVW�UHVLGXDO�IOXLG�LQ�WKH�IRUQL[�RU�YDJLQDO�YDXOW�ZKLOH�SHUIRUPLQJ�D�VWHU�
LOH�VSHFXOXP�H[DPLQDWLRQ��$PQLRWLF�IOXLG�KDV�D�S+�RI�����WR�����DQG�
ZLOO�WXUQ�QLWUD]LQH�SDSHU�D�GDUN�EOXH��9DJLQDO�IOXLG��RQ�WKH�RWKHU�KDQG��
W\SLFDOO\�KDV�D�S+�RI�����WR������WKH�QLWUD]LQH�VWULS��WKXV��UHPDLQV�\HOORZ��
)DOVH�SRVLWLYH� UHVXOWV� PD\� RFFXU�� KRZHYHU�� LQ� WKH� SUHVHQFH� RI� EORRG��
OXEULFDQW�� 7ULFKRPRQDV� YDJLQDOLV�� VHPHQ�� RU� HYHQ� FHUYLFDO� PXFXV��
$QRWKHU�WHVW�WKDW�FRQILUPV�UXSWXUH�RI�PHPEUDQHV�LV�IHUQLQJ��ZKLFK�LV�
WKH�REVHUYDWLRQ�RI�VRGLXP�FKORULGH�FU\VWDOV�RQ�D�PLFURVFRSH�VOLGH�DV�
DPQLRWLF�IOXLG�GULHV��)LJXUH��������

3UHPDWXUH�5XSWXUH�RI�0HPEUDQHV 5XSWXUH�RI�WKH�DPQLRQ�DQG�FKR�
ULRQ�SULRU�WR�WKH�RQVHW�RI�ODERU�LV�FDOOHG�SUHPDWXUH�RU�SUHODERU�UXSWXUH�RI�
PHPEUDQHV��,I�UXSWXUH�RI�PHPEUDQHV�RFFXUV�SULRU�WR����ZHHNV�RI�JHVWD�
WLRQ�� LW� LV� WHUPHG�SUHWHUP�SUHPDWXUH� UXSWXUH�RI�PHPEUDQHV��3URORQJHG�
UXSWXUH�RI�PHPEUDQHV�WUDQVSLUHV�LI�GHOLYHU\�GRHV�QRW�WDNH�SODFH�ZLWKLQ�
��� KRXUV� RI� UXSWXUH� RI�PHPEUDQHV�� ,W� LV� LPSRUWDQW� WR� XQGHUVWDQG� WKH�
GLIIHUHQFH�EHWZHHQ�DQG�PDQDJHPHQW�RI�SUHPDWXUH�DQG�SUHWHUP�SUHPD�
WXUH�UXSWXUH�RI�PHPEUDQH�DV�WKHVH�SDWLHQWV�PD\�SUHVHQW�WR�DQ�('�IRU�DQ�
LQLWLDO� HYDOXDWLRQ��� 5LVN� IDFWRUV� UHODWHG� WR� ERWK� SUHPDWXUH� UXSWXUH� RI�
PHPEUDQHV� DQG� SUHWHUP� SUHPDWXUH� UXSWXUH� RI� PHPEUDQHV� LQFOXGH�

LQIHFWLRQ��KLVWRU\�RI�WUDXPD��PXOWLSOH�JHVWDWLRQ��IHWDO�DQRPDOLHV��DEUXSWLR�
SODFHQWDH�� DQG�SODFHQWD�SUHYLD��2EWDLQ� HPHUJHQF\�REVWHWULFV� FRQVXOWD�
WLRQ�IRU�SUHWHUP�SUHPDWXUH�UXSWXUH�RI�PHPEUDQHV��

&(59,&$/�',/$7$7,21
&HUYLFDO� GLODWDWLRQ� GHVFULEHV� WKH� GLDPHWHU� RI� WKH� LQWHUQDO� FHUYLFDO� RV�
DQG�LQGLFDWHV�WKH�SURJUHVVLRQ�RI�ODERU��7KH�LQGH[�DQG�PLGGOH�ILQJHUV�RI�
WKH� H[DPLQLQJ� KDQG� DUH� XVHG� WR� HVWLPDWH� WKH� GLDPHWHU�� ZKLFK� LV�
H[SUHVVHG�LQ�FHQWLPHWHUV��IURP�FORVHG�WR����FP���7HQ�FHQWLPHWHUV�LQGL�
FDWHV� IXOO� GLODWDWLRQ�� $V� ODERU� SURJUHVVHV�� WKH� FHUYL[� DOVR� XQGHUJRHV�
WKLQQLQJ��NQRZQ�DV�HIIDFHPHQW��ZKLFK� LV�GHVFULEHG� LQ� WHUPV�RI�D�SHU�
FHQWDJH� ���� RI� QRUPDO� FHUYLFDO� OHQJWK��8QIRUWXQDWHO\�� WKLV� HVWLPDWH� LV�
SRRUO\� UHSURGXFLEOH�DPRQJ�H[DPLQHUV��6WDWLRQ� LQGLFDWHV� WKH� OHYHO� WKDW�
WKH�IHWXV�RFFXSLHV�LQ�WKH�SHOYLV��7KH�PDWHUQDO�LVFKLDO�VSLQHV�VHUYH�DV�WKH�
UHIHUHQFH� SRLQW� DQG� DUH� SDOSDEOH� RQ� HLWKHU� VLGH� RI� WKH� YDJLQDO� FDQDO�
�ORFDWHG�DW���DQG���R¶FORFN���,I�WKH�SUHVHQWLQJ�IHWDO�SDUW�UHPDLQV�DERYH�WKH�
LVFKLDO�VSLQHV��WKH�VWDWLRQ�LV�GHVFULEHG�DV�QHJDWLYH��2QFH�WKH�SUHVHQWLQJ�

7$%/(������ 0HGLFDWLRQV�IRU�(PHUJHQF\�'HOLYHU\�DQG�,QGLFDWLRQV�IRU�8VH

&ODVVLILFDWLRQ 0HGLFDWLRQ 'RVDJH ,QGLFDWLRQ�8VH &RQWUDLQGLFDWLRQV
8WHURWRQLF 2[\WRFLQ ��±���XQLWV������P/�QRUPDO�VDOLQH�RU����XQLWV�,0 6WLPXODWLRQ�RI�XWHULQH�FRQWUDFWLRQ�RU�DV�

XWHURWRQLF�IRU�33+
+\SHUVHQVLWLYLW\�

0LVRSURVWRO �����PLFURJUDPV�35�RQFH 8QODEHOHG�XVH�IRU�33+ +\SHUVHQVLWLYLW\

0HWK\OHUJRQRYLQH ����PLOOLJUDP�,0�RU�,9�RU�32��PD\�UHSHDW�DW��±��K�LQWHUYDOV 33+ +\SHUVHQVLWLYLW\��
K\SHUWHQVLRQ

&DUERSURVW ����PLFURJUDPV�,0�HYHU\���±���PLQ��WRWDO�GRVH���PLOOLJUDPV� 33+ $VWKPD

$QWLK\SHUWHQVLYH +\GUDOD]LQH ��PLOOLJUDPV�,9��IROORZHG�E\����WR����PLOOLJUDP�EROXVHV�HYHU\�
���PLQ

3UH�HFODPSVLD�HFODPSVLD��
K\SHUWHQVLYH�HPHUJHQF\

+\SHUVHQVLWLYLW\

/DEHWDORO ���PLOOLJUDPV�,9��IROORZHG�E\�GRXEOHG�GRVHV�XS�WR�
���PLOOLJUDPV����±��±��±����HYHU\����PLQ��PD[LPXP�WRWDO�
GRVH������PLOOLJUDPV

3UH�HFODPSVLD�HFODPSVLD��
K\SHUWHQVLYH�HPHUJHQF\

+\SHUVHQVLWLYLW\��VLQXV�
EUDG\FDUGLD

$QWLFRQYXOVDQW 0DJQHVLXP�VXOIDWH /RDGLQJ�GRVH�RI��±��JUDPV�,9�RYHU����PLQ��IROORZHG�
E\���JUDPV�K�LQIXVLRQ��FDQ�DOVR�JLYH���JUDPV�,0�LQ�HDFK�EXWWRFN

6HL]XUH�SURSK\OD[LV�LQ�
SUH�HFODPSVLD�HFODPSVLD

0\DVWKHQLD�JUDYLV

(OHFWURO\WH�VXSSOHPHQW�
WR[LFLW\

&DOFLXP�JOXFRQDWH ��JUDP�,9�RYHU��±���PLQ 0DJQHVLXP�WR[LFLW\ +\SHUVHQVLWLYLW\��
FDUGLDF�DUUK\WKPLD

$QDOJHVLF /LGRFDLQH��� �±���P/�LQMHFWHG�ORFDOO\ /RFDO�DQHVWKHWLF +\SHUVHQVLWLYLW\

)HQWDQ\O��
���PLFURJUDPV�P/

���PLFURJUDPV�P/ 6KRUW�DFWLQJ�RSLDWH�DQDOJHVLF +\SHUVHQVLWLYLW\

2SLDWH�DQWDJRQLVW 1DOR[RQH ���±����PLOOLJUDPV�,9�HYHU\��±��PLQ�DV�QHHG�XS�WR�
���PLOOLJUDPV�FXPXODWLYH�GRVH

1DUFRWLF�RYHUGRVH +\SHUVHQVLWLYLW\

$QWLHPHWLF 2QGDQVHWURQ ��PLOOLJUDPV�,9 1DXVHD��YRPLWLQJ +\SHUVHQVLWLYLW\

$EEUHYLDWLRQ��33+� �SRVWSDUWXP�KHPRUUKDJH�

),*85(������� 7\SLFDO�IHUQLQJ�RI�GULHG�DPQLRWLF�IOXLG�



��� 6(&7,21�����2EVWHWULFV�DQG�*\QHFRORJ\

DQG����PLQXWHV�IRU�QXOOLSDURXV�ZRPHQ���7KH�WKLUG�VWDJH�RI�ODERU�VWDUWV�DIWHU�
WKH�GHOLYHU\�RI�WKH�LQIDQW�DQG�HQGV�ZLWK�WKH�GHOLYHU\�RI�WKH�SODFHQWD��7KH�
WKLUG�VWDJH�XVXDOO\�ODVWV�OHVV�WKDQ����PLQXWHV��DQG�DFWLYH�LQWHUYHQWLRQ�LV�XVX�
DOO\�QRW�UHTXLUHG�XQWLO�DIWHU����PLQXWHV��XQOHVV�KHPRUUKDJH�RFFXUV�

)(7$/�',675(66
)HWDO�GLVWUHVV�PD\�RFFXU�GXULQJ�DFWLYH�ODERU��7KXV��HYDOXDWH�IRU�VLJQV�RI�
IHWDO�VWDWXV�IUHTXHQWO\�� ,QGLFDWRUV�RI� IHWDO�GLVWUHVV� LQFOXGH�IHWDO�EUDG\�
FDUGLD�RU�WDFK\FDUGLD��RU�ODWH�GHFHOHUDWLRQV�LQ�IHWDO�KHDUW�UDWH��ZKLFK�DUH�
GHILQHG� DV�SHUVLVWHQW� GURSV� LQ� IHWDO� KHDUW� UDWH�ERWK�GXULQJ� DQG�PRUH�
WKDQ���� VHFRQGV�DIWHU� D� FRQWUDFWLRQ��$�SK\VLFLDQ�RU�QXUVH� WUDLQHG� LQ�
IHWDO� PRQLWRULQJ� FDQ� LGHQWLI\� IHWDO� GLVWUHVV� �)LJXUH� �������� 'RSSOHU�
PHDVXUHPHQW�RI�IHWDO�KHDUW�WRQHV�LV�QRW�UHOLDEOH�WR�GHWHFW�GHFHOHUDWLRQV��
,I�GHFHOHUDWLRQV�DUH� VXVSHFWHG��REWDLQ�HPHUJHQF\�REVWHWULFV� FRQVXOWD�
WLRQ��DQG�WU\�WR�LQFUHDVH�PDWHUQDO�EORRG�IORZ�E\�SRVLWLRQLQJ�WKH�SDWLHQW�
LQ�WKH�OHIW�ODWHUDO�SRVLWLRQ��SURYLGH�,9�K\GUDWLRQ��DQG�DGPLQLVWHU�R[\�
JHQ�� )XUWKHU� LQIRUPDWLRQ� LV� SURYLGHG� LQ� WKH� $GYDQFHG� /LIH� 6XSSRUW�
&RXUVH�IRU�2EVWHWULFV��VHH�ODWHU�VHFWLRQ�³8VHIXO�:HE�5HVRXUFHV´���

&/,1,&$/�(9$/8$7,21�
:KHQ�D�SDWLHQW�!���ZHHNV¶�JHVWDWLRQ�SUHVHQWV�WR�WKH�('�ZLWK�VLJQV�RI�
ODERU��LPPHGLDWHO\�REWDLQ�ERWK�PDWHUQDO�YLWDO�VLJQV��EORRG�SUHVVXUH��
KHDUW�UDWH��UHVSLUDWRU\�UDWH��R[\JHQ�VDWXUDWLRQ��WHPSHUDWXUH��DQG�WKH�
IHWDO�KHDUW�UDWH��'RSSOHU�86�FDQ�EH�XVHG�WR�PHDVXUH�IHWDO�KHDUW�UDWH��D�
QRUPDO�IHWDO�KHDUW�UDWH�LV�JHQHUDOO\�����WR�����EHDWV�PLQ��EUDG\FDUGLD�
LV�GHILQHG�DV�OHVV�WKDQ�����EHDWV�PLQ��DQG�WDFK\FDUGLD�LV�JUHDWHU�WKDQ�
����EHDWV�PLQ����$�SHUVLVWHQWO\�VORZ�IHWDO�KHDUW�UDWH�LQGLFDWHV�IHWDO�GLV�
WUHVV�DQG�UHTXLUHV�HPHUJHQF\�REVWHWULF�FRQVXOWDWLRQ��$V�SDUW�RI�WKH�LQLWLDO�
HYDOXDWLRQ��REWDLQ�,9�DFFHVV��SURFXUH�EDVHOLQH�ODERUDWRU\�VWXGLHV�LQFOXG�
LQJ�EORRG�W\SH��DQG�VHQG�D�XULQDO\VLV��

+,6725<
$VN� DERXW� WKH� RQVHW� DQG� IUHTXHQF\�RI� XWHULQH� FRQWUDFWLRQV�� IHWDO�PHP�
EUDQH� VWDWXV�� SUHVHQFH� RU� DEVHQFH� RI� YDJLQDO� EOHHGLQJ�� DQG� SUHVHQFH� RU�
DEVHQFH�RI� IHWDO�PRYHPHQW��7KH�REVWHWULF�KLVWRU\� VKRXOG� LQFOXGH�SDULW\��
KLVWRU\�RI�FRPSOLFDWLRQV�ZLWK�SULRU�GHOLYHULHV��KLVWRU\�RI�SUHFLSLWRXV�GHOLY�
HULHV��SUHQDWDO�FDUH�GXULQJ�WKLV�SUHJQDQF\��DQG�HVWLPDWHG�GDWH�RI�GHOLYHU\��
2EWDLQ�D�PHGLFDO�DQG�VXUJLFDO�KLVWRU\��D�OLVW�RI�FXUUHQW�PHGLFDWLRQV��DQG�
DOOHUJLHV��DQG�DVN�WKH�SDWLHQW�DERXW�VXEVWDQFH�DEXVH��,QTXLUH�DERXW�V\PS�
WRPV�RI�LQIHFWLRQ��VXFK�DV�IHYHUV��FKLOOV��RU�IRXO�VPHOOLQJ�YDJLQDO�GLVFKDUJH��

*HVWDWLRQDO�$JH ,I�WKH�SDWLHQW�NQRZV�WKH�ILUVW�GD\�RI�KHU�ODVW�PHQVWUXDO�
SHULRG�� WKH� HVWLPDWHG� GDWH� RI� GHOLYHU\� FDQ� EH� FDOFXODWHG� E\� DGGLQJ� ��
PRQWKV�DQG���GD\V�WR�WKDW�GDWH��1lJHOH¶V�UXOH���)XQGDO�KHLJKW�DOVR�SUR�
YLGHV�D�UDSLG�HVWLPDWH�RI�JHVWDWLRQDO�DJH�DQG�LV�PHDVXUHG�LQ�FHQWLPHWHUV�
�FP��IURP�WKH�SXELF�V\PSK\VLV�WR�WKH�WRS�RI�WKH�IXQGXV��FP� �ZHHNV�RI�
JHVWDWLRQ�����ZHHNV���)XQGDO�KHLJKW�PD\�EH�IDOVHO\�RYHUHVWLPDWHG�LQ�WKH�
REHVH� SDWLHQW��%HGVLGH�86� DOVR� SURYLGHV� D� XVHIXO� DVVHVVPHQW� RI� JHVWD�
WLRQDO�DJH�LQ�WKH�WKLUG�WULPHVWHU��EXW�HVWLPDWHG�DJH�FDQ�YDU\�E\�����ZHHNV�

3+<6,&$/�(;$0,1$7,21
0RQLWRU�YLWDO�VLJQV� IRU�HYLGHQFH�RI�PDWHUQDO� IHYHU�� WDFK\FDUGLD��RU�HOH�
YDWHG�EORRG�SUHVVXUH��$VVHVV�IHWDO�KHDUW�WRQHV�IRU�EUDG\FDUGLD�RU�WDFK\�
FDUGLD��'R�QRW�NHHS�WKH�SUHJQDQW�ZRPDQ�IODW�RQ�KHU�EDFN�IRU�D�SURORQJHG�
WLPH�SHULRG��FRPSUHVVLRQ�RI�YHQRXV�UHWXUQ�E\�WKH�JUDYLG�XWHUXV�FDQ�OHDG�
WR�K\SRWHQVLRQ�LQ�WKH�PRWKHU��ZKLFK�LQ�WXUQ�UHVXOWV�LQ�GHFUHDVHG�EORRG�
VXSSO\�WR�WKH�IHWXV��6R��SODFH�WKH�SDWLHQW�LQ�WKH�OHIW�ODWHUDO�SRVLWLRQ�IRO�
ORZLQJ� WKH�SK\VLFDO� H[DPLQDWLRQ��2Q� DEGRPLQDO� H[DPLQDWLRQ�� GHWHU�
PLQH�IXQGDO�KHLJKW��DEGRPLQDO�RU�XWHULQH�WHQGHUQHVV�WR�SDOSDWLRQ��DQG�
SUHVHQFH� RI� XWHULQH� FRQWUDFWLRQV�� ([DPLQH� WKH� SHULQHXP� IRU� SHULQHDO�
OHVLRQV��VXFK�DV�WKRVH�FDXVHG�E\�KHUSHV�VLPSOH[�YLUXV��ZKLFK�PLJKW�EH�D�
FRQWUDLQGLFDWLRQ�IRU�D�YDJLQDO�GHOLYHU\�

3(/9,&�(;$0,1$7,21
3DWLHQWV�ZLWK�YDJLQDO�EOHHGLQJ�VKRXOG�EH�HYDOXDWHG�ZLWK�EHGVLGH�86�
SULRU� WR� VSHFXOXP� RU� ELPDQXDO� H[DPLQDWLRQ�� LQ� RUGHU� WR� UXOH� RXW�

IHWDO�SDUW�KDV�UHDFKHG�WKH�OHYHO�RI�WKH�LVFKLDO�VSLQHV��WKH�VWDWLRQ�LV����ZLWK�
IXUWKHU�GHVFHQW� LQWR� WKH�SHOYLV�GHVFULEHG�DV����RU�����7KHUHIRUH�� D����
VWDWLRQ� FRUUHVSRQGV� WR� YLVLEOH� VFDOS� DW� WKH� LQWURLWXV�� LQGLFDWLQJ� D� IHWDO�
SRVLWLRQ�FRQVLVWHQW�ZLWK�LPSHQGLQJ�GHOLYHU\�

758(�9(5686�)$/6(�/$%25�
'LVWLQJXLVKLQJ�WUXH�IURP�IDOVH�ODERU�LV�DQ�LPSRUWDQW�LQLWLDO�VWHS�LQ�WKH�
PDQDJHPHQW� RI� WKH� SUHJQDQW� SDWLHQW� �7DEOH� �������� )DOVH� ODERU� LV�
GHILQHG�DV�XWHULQH�FRQWUDFWLRQV�WKDW�GR�QRW�SURGXFH�FHUYLFDO�FKDQJHV�DQG�
LV�FKDUDFWHUL]HG�E\�LUUHJXODU��EULHI�FRQWUDFWLRQV�WKDW�DUH�XVXDOO\�FRQILQHG�
WR� WKH� ORZHU�DEGRPHQ��&RPPRQO\�NQRZQ�DV�%UD[WRQ�+LFNV�FRQWUDF�
WLRQV��WKH\�DUH�LUUHJXODU�LQ�ERWK�LQWHQVLW\�DQG�GXUDWLRQ��)DOVH�ODERU�PD\�
SHUVLVW�IRU�VHYHUDO�GD\V�DQG�LV�FRPPRQO\�WUHDWHG�ZLWK�K\GUDWLRQ�DQG�UHVW��
7UXH�ODERU��RQ�WKH�RWKHU�KDQG��LV�FKDUDFWHUL]HG�E\�SDLQIXO��UHSHWLWLYH�

XWHULQH�FRQWUDFWLRQV�WKDW�LQFUHDVH�VWHDGLO\�LQ�ERWK�LQWHQVLW\�DQG�GXUDWLRQ�
DQG�UHVXOW�LQ�FHUYLFDO�HIIDFHPHQW�DQG�GLODWDWLRQ��6SHFLILFDOO\��WUXH�ODERU�
SDLQV�W\SLFDOO\�FRPPHQFH�LQ�WKH�IXQGDO�UHJLRQ�DQG�XSSHU�DEGRPHQ�DQG�
UDGLDWH�LQWR�WKH�SHOYLV�DQG�ORZHU�EDFN��7UXH�ODERU�OHDGV�QRW�RQO\�WR�FHUYL�
FDO�GLODWDWLRQ�DQG�HIIDFHPHQW��EXW�DOVR�WR�WKH�SURJUHVVLYH�GHVFHQW�RI�WKH�
IHWXV�LQWR�WKH�SHOYLV��LQ�SUHSDUDWLRQ�IRU�GHOLYHU\��

�67$*(6�2)�/$%25
7KHUH�DUH�WKUHH�VWDJHV�RI�ODERU��7DEOH���������7KH�ILUVW�VWDJH�FRPPHQFHV�
ZLWK�WKH�RQVHW�RI�UHJXODU�XWHULQH�FRQWUDFWLRQV�DQG�HQGV�ZLWK�IXOO�FHUYLFDO�
GLODWDWLRQ��7KH� ILUVW� VWDJH� FDQ�EH� VXEGLYLGHG� LQWR� WZR�SKDVHV�� ODWHQW� DQG�
DFWLYH�� 7KH� ODWHQW� SKDVH� LV� FKDUDFWHUL]HG� E\� PRGHUDWHO\� XQFRPIRUWDEOH�
XWHULQH�FRQWUDFWLRQV�WKDW�DUH�LQIUHTXHQW�DQG�LUUHJXODU��UHVXOWLQJ�LQ�JUDGXDO�
FHUYLFDO�FKDQJHV��,Q�WKLV�SUHSDUDWRU\�SKDVH�WKH�XWHUXV�RULHQWV�WR�FRQWUDF�
WLRQV�DQG�WKH�FHUYL[�XQGHUJRHV�ERWK�HIIDFHPHQW�DQG�VRIWHQLQJ��7KH�DFWLYH�
SKDVH�LV�W\SLFDOO\�QRWHG�WR�DULVH�RQFH�WKH�FHUYL[�KDV�GLODWHG�WR���WR���FP��DQG�
UHVXOWV�LQ�FHUYLFDO�GLODWDWLRQ�DW�DQ�DYHUDJH�UDWH�RI�����FP�K�LQ�QXOOLSDURXV�
DQG� ���� FP�K� LQ� PXOWLSDURXV� ZRPHQ�� 7KH� VHFRQG� VWDJH� RI� ODERU� FRP�
PHQFHV�DW�IXOO�GLODWDWLRQ�DQG�HQGV�ZLWK�WKH�GHOLYHU\�RI�WKH�LQIDQW���7KH�PHDQ�
OHQJWK�RI�WKH�VHFRQG�VWDJH�RI�ODERU�LV����PLQXWHV�IRU�PXOWLSDURXV�ZRPHQ�

7$%/(������ 7UXH�9HUVXV�)DOVH�/DERU�

7UXH�/DERU )DOVH�/DERU
&RQWUDFWLRQV

5K\WKP 5HJXODU ,UUHJXODU

,QWHUYDOV *UDGXDOO\�VKRUWHQ 8QFKDQJHG

,QWHQVLW\ *UDGXDOO\�LQFUHDVHV 8QFKDQJHG

'LVFRPIRUW

/RFDWLRQ %DFN�DQG�DEGRPHQ /RZHU�DEGRPHQ

6HGDWLRQ 1R�HIIHFW 8VXDOO\�UHOLHYHG

&HUYLFDO�GLODWDWLRQ <HV 1R

6RXUFH��5HSURGXFHG�ZLWK�SHUPLVVLRQ�IURP�&XQQLQJKDP�)*��/HYHQR�.-��%ORRP�6/��+DXWK�-&��5RXVH�'-��
6SRQJ�&<��HGV���:LOOLDPV�2EVWHWULFV����UG�HG��0F*UDZ�+LOO��,QF���������7DEOH������RQ�$FFHVV0HGLFLQH�FRP�

7$%/(������ 6WDJHV�RI�/DERU

6WDJH 'HILQLWLRQ &RPPHQWV

)LUVW�VWDJH )URP�RQVHW�RI�UHJXODU�
XWHULQH�FRQWUDFWLRQV�WR�
IXOO�FHUYLFDO�GLODWDWLRQ

²

/DWHQW�SKDVH ,UUHJXODU��LQIUHTXHQW�
FRQWUDFWLRQV

3UHSDUDWRU\�SKDVH��FHUYL[�VRIWHQV�DQG�
HIIDFHV

$FWLYH�SKDVH %HJLQV�RQFH�FHUYL[�KDV�
GLODWHG�WR��±��FP

1XOOLSDUDV��FHUYL[�GLODWHV�DW�����FP�K
0XOWLSDUDV��FHUYL[�GLODWHV�DW�����FP�K

6HFRQG�VWDJH )URP�IXOO�GLODWDWLRQ�WR�
GHOLYHU\

1XOOLSDUDV��PHDQ�GXUDWLRQ����PLQ
0XOWLSDUDV��PHDQ�GXUDWLRQ����PLQ

7KLUG�VWDJH )URP�GHOLYHU\�RI�LQIDQW�WR�
GHOLYHU\�RI�SODFHQWD

���PLQ��LQWHUYHQWLRQ�QRW�QHHGHG�XQWLO�
!���PLQ
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),*85(������� )HWDO�KHDUW�UDWH�YDULDELOLW\�DQG�XWHULQH�FRQWUDFWLRQ�SDWWHUQV��$��*RRG�YDULDELOLW\��%��*RRG�YDULDELOLW\�ZLWK�EULHI�DFFHOHUDWLRQV��)HWDO�KHDUW�ULVHV�DERYH�EDVHOLQH�DQG�TXLFNO\�
UHWXUQV�WR�QRUPDO��$�UHDVVXULQJ�SDWWHUQ��&��3RRU�YDULDELOLW\��0D\�EH�GXH�WR�IHWDO�K\SR[LD��'��9DULDEOH�GHFHOHUDWLRQV��1R�UHODWLRQVKLS�WR�XWHULQH�FRQWUDFWLRQV��0D\�UHSUHVHQW�FRUG�FRPSUHVVLRQ��
(��/DWH�GHFHOHUDWLRQ��2FFXUV�DW�RQVHW�RI�FRQWUDFWLRQ�DQG�VORZ�UHWXUQ�WR�EDVHOLQH�DIWHU�FRQWUDFWLRQ�HQGV��6LJQLILHV�XWHURSODFHQWDO�LQVXIILFLHQF\�DQG�IHWDO�K\SR[LD��>5HSURGXFHG�ZLWK�SHUPLVVLRQ�IURP�
3HDUOPDQ�0'��7LQWLQDOOL�-(��'\QH�3/��HGV���2EVWHWULF�DQG�*\QHFRORJLF�(PHUJHQFLHV��'LDJQRVLV�DQG�0DQDJHPHQW��0F*UDZ�+LOO��,QF���������)LJV�������DQG��������SS������DQG�����@

SODFHQWD�SUHYLD��3DWLHQWV�ZLWKRXW�YDJLQDO�EOHHGLQJ�VKRXOG�EH�HYDOXDWHG�
ILUVW�ZLWK� D� VWHULOH� VSHFXOXP� H[DPLQDWLRQ� WR� GHWHUPLQH� LI�PHPEUDQHV�
KDYH�EHHQ�UXSWXUHG�� WR�QRWH�FHUYLFDO�GLODWDWLRQ�DQG�HIIDFHPHQW��DQG�WR�
GHWHUPLQH�IHWDO�VWDWLRQ�DQG�SUHVHQWDWLRQ�
,I�UXSWXUH�RI�PHPEUDQHV� LV� VXVSHFWHG�� SHUIRUP�D� VWHULOH� VSHFXOXP�

H[DPLQDWLRQ� �GR� QRW� XVH� OXEULFDQW� EHFDXVH� OXEULFDQW� PD\� SURGXFH� D�
IDOVH�SRVLWLYH�QLWUD]LQH�WHVW���EXW�GR�QRW�SHUIRUP�D�GLJLWDO�H[DPLQDWLRQ�
EHFDXVH� HYHQ�RQH�GLJLWDO� H[DPLQDWLRQ� LQFUHDVHV� WKH� ULVN�RI� LQIHFWLRQ���

$OVR�DYRLG�GLJLWDO�H[DPLQDWLRQV�LQ�WKH�SUHWHUP�SDWLHQW�LQ�ZKRP�WKH�
SURORQJDWLRQ�RI�JHVWDWLRQ�LV�GHVLUHG�
8VLQJ�VWHULOH�YDJLQDO�H[DPLQDWLRQ��H[DPLQH�WKH�FHUYL[�IRU�GLODWDWLRQ��

HIIDFHPHQW��DQG�VWDWLRQ��
%HGVLGH� 86� LV� WKH� VLPSOHVW� PHWKRG� WR� YHULI\� SUHVHQWDWLRQ�� 9HUWH[�

SUHVHQWDWLRQ� DQG� OLH� FDQ� DOVR� EH� FRQILUPHG� WKURXJK� SDOSDWLRQ� RI� WKH�
FUDQLDO�VXWXUHV�RQ�GLJLWDO�H[DPLQDWLRQ��3DOSDWLRQ�RI�VPDOO�SDUWV��VXFK�DV�
IHHW�RU�KDQGV��RIWHQ�LQGLFDWHV�PDOSUHVHQWDWLRQ��,I�PHFRQLXP�LV�SUHVHQW�

RQ� WKH� H[DPLQLQJ� ILQJHU�� EH� SUHSDUHG� IRU� QHRQDWDO� UHVXVFLWDWLRQ� �VHH�
FKDSWHU�������

(0(5*(1&<�'(/,9(5<
7KH� ILUVW� VWHSV� LQ� WKH�PDQDJHPHQW� RI� D�ZRPDQ� LQ� DFWLYH� ODERU� DUH� WR�
PHDVXUH� YLWDO� VLJQV� DQG� LQLWLDWH� VXSSRUWLYH� WKHUDS\�� 2EWDLQ� YHQRXV�
DFFHVV��SURYLGH�,9�K\GUDWLRQ��DQG�LQLWLDWH�PDWHUQDO�DQG�IHWDO�PRQLWRULQJ�
�LI� DYDLODEOH��� 'HOLYHU\� LV� LPPLQHQW� LI� WKH� SHOYLF� H[DPLQDWLRQ� UHYHDOV�
FRPSOHWH�FHUYLFDO�HIIDFHPHQW�DQG�WKH�IHWXV�LV�DW�WKH�LQWURLWXV��/DERU�FDQ�
SURJUHVV� YHU\� UDSLGO\�� SDUWLFXODUO\� LQ� PXOWLSDURXV� SDWLHQWV�� %RWK� WKH�
VWDJH�RI�ODERU�DQG�WKH�SDULW\�RI�WKH�SDWLHQW�VKRXOG�EH�WDNHQ�LQWR�DFFRXQW�
ZKHQ�FRQVLGHULQJ�ZKHWKHU� WR� WUDQVSRUW�D� ODERULQJ�SDWLHQW� WR� WKH� ODERU�
DQG�GHOLYHU\�VXLWH�RU�WR�DQRWKHU�IDFLOLW\��,I�WKH�FHUYL[�LV�IXOO\�HIIDFHG�DQG�
GLODWHG�RU�WKH�IHWDO�KHDG�LV�YLVLEOH�GXULQJ�FRQWUDFWLRQV��WKH�REVWHWULFLDQ�
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�LI� DYDLODEOH�� VKRXOG� FRPH� WR� WKH�('�UDWKHU� WKDQ� ULVN� D�SUHFLSLWRXV�
GHOLYHU\�GXULQJ�WUDQVSRUW�WR�WKH�GHOLYHU\�VXLWH�
$V� WKH� FHUYL[� IXOO\� GLODWHV�� HIIDFHPHQW� EHFRPHV� FRPSOHWH�� WKH� IHWXV�

GHVFHQGV� LQWR� WKH� SHOYLV�� DQG� WKH� SDWLHQW� ZLOO� H[SHULHQFH� WKH� XUJH� WR�
SXVK��7KH�FHUYL[�VKRXOG�EH�IXOO\�GLODWHG�EHIRUH�WKH�SDWLHQW�EHJLQV�WR�SXVK�
LQ�RUGHU� WR�DYRLG�FHUYLFDO� ODFHUDWLRQV��'HWHUPLQH� IHWDO�SUHVHQWDWLRQ�E\�
SDOSDWLQJ�VNXOO�VXWXUHV�DQG�IRQWDQHOOH�RU�WKH�EXWWRFN�RU�H[WUHPLW\��%HG�
VLGH�86�FDQ�FRQILUP�SUHVHQWDWLRQ�
,I�WLPH�DOORZV��SUHSDUH�WKH�SHULQHXP�E\�ZDVKLQJ�LW�ZLWK�PLOG�VRDS�DQG�

ZDWHU�DQG�VZDEELQJ�ZLWK�SRYLGRQH�LRGLQH��3ODFH�GUDSHV�RYHU�WKH�SDWLHQW��
0HGLFDO�SHUVRQQHO� DWWHQGLQJ� WR� WKH�SDWLHQW� VKRXOG�GRQ�JRZQV��PDVNV��
DQG�JORYHV��&DOO�IRU�REVWHWULF�VXSSRUW�
6L[�FDUGLQDO�PRYHPHQWV�GHVFULEH�WKH�SURFHVV�RI�IHWDO�GHVFHQW�GXULQJ�

ODERU�DQG�GHOLYHU\������HQJDJHPHQW������IOH[LRQ������GHVFHQW������LQWHUQDO�
URWDWLRQ�� ���� H[WHQVLRQ�� DQG� ���� H[WHUQDO� URWDWLRQ� �)LJXUH� ��������7KH�
IROORZLQJ� GLVFXVVLRQ� GHVFULEHV� GHOLYHU\� LQ� WKH� FHSKDOLF�� RFFLSXW� DQWHULRU�
SRVLWLRQ��$V�WKH�IHWXV�GHVFHQGV�WKURXJK�WKH�ELUWK�FDQDO�DQG�UHDFKHV�WKH�
LQWURLWXV��WKH�SHULQHXP�EXOJHV�LQ�RUGHU�WR�DFFRPPRGDWH�WKH�IHWDO�KHDG��
*HQWOH�GLJLWDO�VWUHWFKLQJ�RI�WKH�LQIHULRU�SRUWLRQ�RI�WKH�SHULQHXP�FDQ�DLG�
GHOLYHU\��7KH� SHULQHXP�XQGHUJRHV� JUDGXDO� WKLQQLQJ� DQG� VWUHWFKLQJ� WR�
HQDEOH�SDVVDJH�RI�WKH�QHZERUQ��

(3,6,2720<
5RXWLQH� HSLVLRWRP\� IRU� D� QRUPDO� VSRQWDQHRXV� YDJLQDO� GHOLYHU\� YDULHV�
ZLWK�SUDFWLWLRQHU��LQVWLWXWLRQ��DQG�FRXQWU\��(SLVLRWRP\�PD\�EH�QHFHVVDU\�
WR�H[SHGLWH�D�GHOLYHU\�LQ�FDVHV�RI�IHWDO�GLVWUHVV�RU�VKRXOGHU�G\VWRFLD�RU�LI�
IRUFHSV� RU� YDFXXP�GHYLFHV� DUH� XVHG� �)LJXUH����������� 7KH� HSLVLRWRP\�
FDQ�EH�SHUIRUPHG�LQ�WKH�PLGOLQH�RU�PHGLRODWHUDOO\�����GHJUHHV�IURP�WKH�
PLGOLQH���0HGLDQ�HSLVLRWRP\�LV�HDV\�WR�SHUIRUP��EXW�PHGLRODWHUDO�HSLVL�
RWRP\�KDV�D�ORZHU�ULVN�RI�H[WHQVLRQ�WR�WKH�DQDO�VSKLQFWHU��WKLUG�GHJUHH�
H[WHQVLRQ�� RU� WR� WKH� UHFWXP� �IRXUWK�GHJUHH� H[WHQVLRQ�� WKDQ� PHGLDQ�
HSLVLRWRP\��,I�DQ�HSLVLRWRP\�LV�FOLQLFDOO\�QHFHVVDU\��ILUVW�LQMHFW���WR����P/�
RI� ��� OLGRFDLQH� VROXWLRQ�ZLWK� D� VPDOO�JDXJH� QHHGOH� LQWR� WKH� SRVWHULRU�
IRXUFKHWWH�DQG�SHULQHXP��:KLOH�SURWHFWLQJ�WKH�LQIDQW¶V�KHDG��PDNH�D����
WR���FP�LQFLVLRQ�ZLWK�VFLVVRUV� LQ�RUGHU� WR�H[WHQG� WKH�YDJLQDO�RSHQLQJ��

HLWKHU�DW�WKH�PLGOLQH�RU����GHJUHHV�IURP�WKH�PLGOLQH��$�PHGLDQ�LQFLVLRQ�
PXVW�EH�VXSSRUWHG�ZLWK�PDQXDO�SUHVVXUH�IURP�EHORZ��7DNH�FDUH�WR�SUH�
YHQW�H[WHQVLRQ�RI�WKH�LQFLVLRQ�LQWR�WKH�UHFWXP��

&203/(7,21�2)�'(/,9(5<
'R�QRW�GURS�WKH�EDE\ �7KH�FRPELQDWLRQ�RI�DPQLRWLF�IOXLG��EORRG��DQG�
YHUQL[�JHQHUDWHV�D�YHU\�VOLSSHU\�LQIDQW��%HIRUH�GHOLYHULQJ�WKH�UHVW�RI�WKH�
ERG\��SODFH�\RXU�SRVWHULRU�KDQG�XQGHUQHDWK�WKH�D[LOOD�RI�WKH�LQIDQW��8VH�
WKH�DQWHULRU�KDQG�WR�JUDVS�WKH�DQNOHV�RI�WKH�LQIDQW�ZLWK�D�ILUP�JULS��)RO�
ORZLQJ�GHOLYHU\��NHHS� WKH� LQIDQW�ZDUP�DQG�SURYLGH�JHQWOH� VWLPXODWLRQ��
'R�QRW�URXWLQHO\�DVSLUDWH�WKH�QRVH�DQG�PRXWK��*HQWO\�EXOE�DVSLUDWH�RQO\�
LI�WKHUH�DUH�REYLRXV�REVWUXFWLRQV�IURP�VHFUHWLRQV��,I�GHOLYHU\�LV�XQFRP�
SOLFDWHG��DQG�WKH�LQIDQW�KDV�UHVSRQGHG�ZHOO�WR�LQLWLDO�VWLPXODWLRQ�ZLWK�D�
FOHDU�DLUZD\�DQG�JRRG�UHVSLUDWRU\�HIIRUW��WKH�PRWKHU�PD\�KROG�WKH�FKLOG�
LPPHGLDWHO\�ZKLOH�WKH�FRUG�LV�FXW��
$SJDU�VFRUHV�DUH�FDOFXODWHG�DW���DQG���PLQXWHV�DIWHU�GHOLYHU\��6FRULQJ�

SDUDPHWHUV�LQFOXGH�JHQHUDO�FRORU��WRQH��KHDUW�UDWH��UHVSLUDWRU\�HIIRUW��DQG�
UHIOH[HV��7DEOH��������
)RU�DQ�$3*$5�VFRUH�RI����UHIHU�WR�WKH�FKDSWHU������3URYLGH�SRVLWLYH�

SUHVVXUH�YHQWLODWLRQ�IRU�DOO�QHZERUQV�ZLWK�D�KHDUW�UDWH������EHDWV�PLQ�RU�
ZKR�DUH�JDVSLQJ�RU�DSQHLF�DIWHU����VHFRQGV��

&/$03,1*�7+(�80%,/,&$/�&25'
'R�QRW� FODPS� WKH�XPELOLFDO� FRUG�RI� WHUP�RU�SUHWHUP� LQIDQWV� IRU�DW�
OHDVW���WR���PLQXWHV�DIWHU�ELUWK��'HOD\HG�FRUG�FODPSLQJ�LQFUHDVHV�QHR�
QDWDO� LURQ�VWRUHV��'RXEOH�FODPS�WKH�XPELOLFDO�FRUG���FP�GLVWDO�WR�LWV�
LQVHUWLRQ�DW�WKH�XPELOLFXV�DQG�WUDQVHFW�ZLWK�VWHULOH�VFLVVRUV��,Q�GHOLY�
HU\�VHWWLQJV�ZKHUH�DVHSWLF�FDUH�LV�URXWLQH��WKHUH�LV�QR�FOHDU�EHQHILW�WR�DQ\�
DGGLWLRQDO�WRSLFDO�FDUH�RI�WKH�XPELOLFXV��:KHQ�DVHSWLF�FDUH�LV�QRW�DYDLO�
DEOH��KRZHYHU��DQWLVHSWLF�WRSLFDO�FDUH�RI�WKH�XPELOLFXV�ZLWK�FKORUKH[LGLQH�
UHGXFHV� WKH� ULVN� RI� RPSKDOLWLV� DQG� QHRQDWDO� PRUWDOLW\���� 2QFH� WKH�
XPELOLFDO� FRUG� LV� FXW�� GU\� WKH� LQIDQW� DQG� HLWKHU� JLYH� WKH� LQIDQW� WR� WKH�
PRWKHU�RU�SODFH�LW�LQ�D�ZDUPLQJ�XQLW��

),*85(������� �&RQWLQXHG �
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),*85(������� 7KH�PRYHPHQWV�RI�QRUPDO�GHOLYHU\�IRU�D�YHUWH[�SUHVHQWDWLRQ��$��(QJDJHPHQW��IOH[LRQ��DQG�GHVFHQW�ZLWK�YHUWH[�DQWHULRU��%��,QWHUQDO�URWDWLRQ�ZLWK�RFFLSXW�EHFRPLQJ�
DQWHULRU��&��([WHQVLRQ�DQG�GHOLYHU\�RI�WKH�KHDG��$V�WKH�LQIDQW¶V�KHDG�HPHUJHV�IURP�WKH�LQWURLWXV��VXSSRUW�WKH�SHULQHXP�E\�SODFLQJ�D�VWHULOH�WRZHO�DORQJ�WKH�LQIHULRU�SDUW�RI�WKH�SHULQHXP�ZLWK�
RQH�KDQG��DQG�VXSSRUW�WKH�IHWDO�KHDG�ZLWK�WKH�RWKHU�KDQG��$VN�WKH�PRWKHU�WR�EUHDWKH�WKURXJK�FRQWUDFWLRQV��UDWKHU�WKDQ�EHDU�GRZQ��LQ�RUGHU�WR�GHWHU�UDSLG�H[SXOVLRQ�RI�WKH�EDE\��3URYLGH�
PLOG�FRXQWHUSUHVVXUH�IRU�FRQWUROOHG�H[WHQVLRQ�RI�WKH�IHWDO�KHDG��$V�WKH�LQIDQW¶V�KHDG�SUHVHQWV��XVH�WKH�LQIHULRU�KDQG�WR�FRQWURO�WKH�IHWDO�FKLQ�DQG�NHHS�WKH�VXSHULRU�KDQG�RQ�WKH�FURZQ�RI�
WKH�KHDG��VXSSRUWLQJ�WKH�GHOLYHU\��'��([WHUQDO�URWDWLRQ��EULQJLQJ�WKH�WKRUD[�LQWR�WKH�DQWHURSRVWHULRU�GLDPHWHU�RI�WKH�SHOYLV��$V�WKH�KHDG�GHOLYHUV��SDOSDWH�WKH�LQIDQW¶V�QHFN�WR�DVVHVV�IRU�
WKH�SUHVHQFH�RI�D�QXFKDO�FRUG��1XFKDO�FRUG�LV�QRWHG�LQ�DSSUR[LPDWHO\�����WR�����RI�DOO�WHUP�GHOLYHULHV����,I�WKH�FRUG�LV�ORRVH��PRYH�LW�RYHU�WKH�LQIDQW¶V�KHDG��DQG�DOORZ�GHOLYHU\�WR�SURFHHG�
DV�XVXDO��,I�WKH�FRUG�LV�ZRXQG�WLJKWO\�DURXQG�WKH�QHFN��KRZHYHU��DSSO\�WZR�FORVH�FODPSV�LQ�WKH�PRVW�DFFHVVLEOH�DUHD��DQG�WKHQ�FXW�WKH�FRUG��(��'HOLYHU\�RI�WKH�DQWHULRU�VKRXOGHU��2QFH�WKH�
KHDG�LV�GHOLYHUHG��LW�ZLOO�WXUQ�WR�RQH�VLGH�RU�WKH�RWKHU��*UDVS�WKH�VLGHV�RI�WKH�KHDG�ZLWK�ERWK�KDQGV��DQG�DSSO\�JHQWOH�GRZQZDUG�WUDFWLRQ��JR�ZLWK�JUDYLW\��XQWLO�WKH�DQWHULRU�VKRXOGHU�LV�
GHOLYHUHG��-HUN\�RU�DJJUHVVLYH�WUDFWLRQ�PD\�LQMXUH�WKH�EUDFKLDO�SOH[XV��,I�\RX�KDYH�QRW�FKHFNHG�IRU�D�QXFKDO�FRUG��GR�VR�QRZ��$V�WKH�KHDG�URWDWHV��SODFH�WKH�KDQGV�RQ�HLWKHU�VLGH�RI�WKH�KHDG��
SURYLGLQJ�JHQWOH�GRZQZDUG�WUDFWLRQ��7KLV�PDQHXYHU�DOORZV�IRU�WKH�GHOLYHU\�RI�WKH�DQWHULRU�VKRXOGHU��)��'HOLYHU\�RI�WKH�SRVWHULRU�VKRXOGHU��8VH�DQ�XSZDUG�PRYHPHQW�WR�GHOLYHU�WKH�XSZDUG�
VKRXOGHU��'R�QRW�DSSO\�WUDFWLRQ��,I�PHFRQLXP�LV�SUHVHQW�RU�WKH�QHZERUQ�LV�OLPS�RU�SRRUO\�UHVSRQVLYH��VWLPXODWH�WKH�EDE\�DQG�EH�SUHSDUHG�WR�EHJLQ�WKH�VWHSV�RI�QHRQDWDO�UHVXVFLWDWLRQ�ZLWK�
YHQWLODWLRQ�DQG�R[\JHQDWLRQ�������VHH�FKDSWHU�������

'(/,9(5<�2)�7+(�3/$&(17$
7KH�SODFHQWD�XVXDOO\�GHOLYHUV�DSSUR[LPDWHO\����WR����PLQXWHV�DIWHU�GHOLY�
HU\� RI� WKH� LQIDQW�� $OORZ� WKH� SODFHQWD� WR� VHSDUDWH� VSRQWDQHRXVO\� DQG�
SURYLGH�RQO\�JHQWOH�WUDFWLRQ��$JJUHVVLYH�WUDFWLRQ�RQ�WKH�FRUG�FDQ�OHDG�WR�
XWHULQH�LQYHUVLRQ��WHDULQJ�RI�WKH�FRUG��RU�HYHQ�GLVUXSWLRQ�RI�WKH�SODFHQWD��

DOO�RI�ZKLFK�FDQ�UHVXOW�LQ�VHYHUH�YDJLQDO�EOHHGLQJ��$IWHU�WKH�SODFHQWD�KDV�
EHHQ�UHPRYHG��JHQWO\�PDVVDJH�WKH�DEGRPHQ�DW�WKH�OHYHO�RI�WKH�IXQGXV�WR�
SURPRWH�FRQWUDFWLRQ��*LYH�R[\WRFLQ�����WR����XQLWV�LQ���/�QRUPDO�VDOLQH�
DW�����P/�K�RU����XQLWV�,0��WR�VXVWDLQ�XWHULQH�FRQWUDFWLRQ�
7KH�HVWLPDWHG�EORRG�ORVV�GXULQJ�D�YDJLQDO�GHOLYHU\�LV�XVXDOO\�OHVV�WKDQ�

����P/��8WHULQH�DWRQ\��KRZHYHU��ZKLFK�RFFDVLRQDOO\�IROORZV�D�SUHFLSLWRXV�



��� 6(&7,21�����2EVWHWULFV�DQG�*\QHFRORJ\

),*85(������� 0HWKRGV�IRU�HSLVLRWRP\��

GHOLYHU\�� FDQ� OHDG� WR� H[FHVVLYH�YDJLQDO� EOHHGLQJ�� ,Q� WKDW� FDVH�� JLYH� DGGL�
WLRQDO� R[\WRFLQ� RU� DQRWKHU� XWHURWRQLF� RI� FKRLFH� �VHH� 7DEOH� �������� $V�
FRQWUDFWLOH�DJHQWV�DUH�DGPLQLVWHUHG��SURYLGH�YLJRURXV�ELPDQXDO�PDVVDJH���

'HOD\�HSLVLRWRP\�RU�ODFHUDWLRQ�UHSDLU�XQWLO�DQ�H[SHULHQFHG�REVWHWULFLDQ�LV�
DYDLODEOH� WR� FORVH� WKH� ODFHUDWLRQ� DQG� LQVSHFW� IRU� IRXUWK�GHJUHH� SHULQHDO�
ODFHUDWLRQV�

&203/,&$7,216�2)�/$%25�$1'�'(/,9(5<
80%,/,&$/�&25'�352/$36(

8PELOLFDO� FRUG� FRPSUHVVLRQ� LV� OLIH� WKUHDWHQLQJ� WR� WKH� IHWXV�� 2EWDLQ�
LPPHGLDWH� REVWHWULF� DVVLVWDQFH�� DV� HPHUJHQW� FHVDUHDQ� GHOLYHU\� LV� LQGL�
FDWHG��6KRXOG WKH�ELPDQXDO�H[DPLQDWLRQ�UHYHDO�D�SDOSDEOH��SXOVDWLQJ�
XPELOLFDO�FRUG��HOHYDWH�WKH�SUHVHQWLQJ�IHWDO�SDUW�WR�UHGXFH�FRPSUHV�
VLRQ�RQ�WKH�FRUG��.HHS�\RXU�KDQG�LQ�WKH�YDJLQD�ZKLOH�WKH�SDWLHQW�LV�
WUDQVSRUWHG�DQG�SUHSDUHG�IRU�VXUJHU\�WR�SUHYHQW�IXUWKHU�FRPSUHVVLRQ�
RI�WKH�FRUG�E\�WKH�IHWDO�KHDG��3ODFH�WKH�PRWKHU�LQ�WKH�7UHQGHOHQEXUJ�
SRVLWLRQ��'R�QRW�WU\�WR�UHGXFH�WKH�SURODSVHG�FRUG���

6+28/'(5�'<672&,$
6KRXOGHU�G\VWRFLD�LV�WKH�LPSDFWLRQ�RI�IHWDO�VKRXOGHUV�DW�WKH�SHOYLF�RXWOHW�
DIWHU� GHOLYHU\� RI� WKH� KHDG�� 7\SLFDOO\�� WKH� DQWHULRU� VKRXOGHU� LV� WUDSSHG�
EHKLQG� WKH� SXELF� V\PSK\VLV� DQG� SUHYHQWV� GHOLYHU\� RI� WKH� UHVW� RI� WKH�
LQIDQW�������&RPSOLFDWLRQV�RI�VKRXOGHU�G\VWRFLD�LQFOXGH�IHWDO�EUDFKLDO�SOH[XV�

7$%/(������ $SJDU�6FRULQJ�IRU�1HZERUQV

6LJQ ��3RLQWV ��3RLQW ��3RLQWV
$ $FWLYLW\��PXVFOH�

WRQH�
$EVHQW $UPV�DQG�OHJV�

IOH[HG
$FWLYH�PRYHPHQW

3 3XOVH $EVHQW %HORZ�����EHDWV�
PLQ

$ERYH�����EHDWV�PLQ

* *ULPDFH��UHIOH[�
LUULWDELOLW\�

1R�UHVSRQVH *ULPDFH 6QHH]LQJ��FRXJKLQJ��
SXOOLQJ�DZD\

$ $SSHDUDQFH��VNLQ�
FRORU�

%OXH�JUD\��SDOH 1RUPDO��H[FHSW�
H[WUHPLWLHV

1RUPDO�RYHU�HQWLUH�ERG\

5 5HVSLUDWLRQ $EVHQW 6ORZ��LUUHJXODU *RRG��FU\LQJ

7$%/(������ 6WHSV�WR�5HOLHYH�6KRXOGHU�'\VWRFLD

6WHSV &RPPHQWV
)OH[�WKLJKV�DQG�NHHS�NQHHV�
DSDUW�DV�PXFK�DV�SRVVLEOH�

0F5REHUWV�PDQHXYHU

$SSO\�VXSUDSXELF�SUHVVXUH .HHS�SDWLHQW�LQ�0F5REHUWV�SRVLWLRQ��3ODFH�RQH�KDQG�ZLWK�
ZULVW�FOHQFKHG��LPPHGLDWHO\�DERYH�WKH�SXELF�V\PSK\VLV��
LI�DQ�DVVLVWDQW�LV�DYDLODEOH��SODFH�WZR�FOHQFKHG�ZULVWV�LQ�
&35�SRVLWLRQ�MXVW�DERYH�SXELF�V\PSK\VLV��&RPSUHVV�IRU�
��PLQ�
'R�QRW�FRPSUHVV�XWHULQH�IXQGXV��7KLV�ZRUVHQV�LPSDFWLRQ��

0RYH�SDWLHQW�WR�DOO��IRXUV�
SRVLWLRQ

*DVNLQ�PDQHXYHU��'HOLYHU�ZLWK�JHQWOH�GRZQZDUG�WUDFWLRQ�
RQ�WKH�LQIDQW¶V�KHDG��

&RUNVFUHZ�PDQHXYHUV 7\SLFDOO\�UHTXLUH�HSLVLRWRP\�
6HH�WH[W�

),*85(������� &OLQLFDO�DSSHDUDQFH�RI�VKRXOGHU�G\VWRFLD��7KH�LQIDQW¶V�KHDG�LV�LPSDFWHG�
DJDLQVW� WKH�SHULQHXP�� >5HSULQWHG�ZLWK�SHUPLVVLRQ� IURP�%XFNOH\�5*��.QRRS�.-��*\QHFRORJLF�
DQG�REVWHWULF�FRQGLWLRQV��LQ�.QRRS�.-��6WDFN�/%��6WRUURZ�$%��HGV���$WODV�RI�(PHUJHQF\�0HGLFLQH��
�QG�HG��1HZ�<RUN��0F*UDZ�+LOO��������)LJXUH�������@

LQMXU\��GXH�WR�RYHUDJJUHVVLYH�WUDFWLRQ���FODYLFOH�IUDFWXUH��IHWDO�K\SR[LD��GXH�
WR�LPSDLUHG�UHVSLUDWLRQV�DQG�RU�FRPSUHVVLRQ�RI�WKH�XPELOLFDO�FRUG���SRVW�
SDUWXP�KHPRUUKDJH��DQG�IRXUWK�GHJUHH�SHULQHDO�ODFHUDWLRQV��
3ULRU�WR�GHOLYHU\�RI�WKH�KHDG��WKH�KHDG�PD\�UHWUDFW�EHWZHHQ�FRQWUDF�

WLRQV��6KRXOGHU�G\VWRFLD�WKHQ�EHFRPHV�HYLGHQW�ZKHQ�URXWLQH�GRZQZDUG�
WUDFWLRQ� IDLOV� WR� GHOLYHU� WKH� DQWHULRU� VKRXOGHU� RQFH� WKH� KHDG� KDV� EHHQ�
GHOLYHUHG��$IWHU� WKH� LQIDQW¶V� KHDG� LV� GHOLYHUHG�� WKH� KHDG� UHWUDFWV� WLJKWO\�
DJDLQVW� WKH�SHULQHXP��WXUWOH�VLJQ��)LJXUH�����������6HYHUDO�VWHSV�FDQ�EH�
XVHG� WR� UHOLHYH�VKRXOGHU�G\VWRFLD� �7DEOH��������� ,PPHGLDWHO\�SODFH� WKH�
PRWKHU�LQ�WKH�H[WUHPH�OLWKRWRP\�SRVLWLRQ��ZLWK�KHU�OHJV�VKDUSO\�IOH[HG�XS�
WR�WKH�DEGRPHQ�DQG�WKH�NQHHV�KHOG�DV�ZLGHO\�DSDUW�DV�SRVVLEOH��0F5RE�
HUWV�PDQHXYHU� )LJXUH���������(LWKHU�WKH�PRWKHU�RU�DQ�DVVLVWDQW�VKRXOG�
NHHS�WKH�OHJV�KHOG�ZLGHO\�DSDUW��6LPXOWDQHRXVO\�DSSO\�VXSUDSXELF�SUHV�
VXUH�� ,I� D� VHFRQG� DVVLVWDQW� LV� DYDLODEOH�� KH� RU� VKH� VKRXOG� SODFH� WKHLU�
KDQGV�LQ�D�&35�SRVLWLRQ��DQG�DSSO\�GRZQZDUG�SUHVVXUH�MXVW�DERYH�WKH�
SXELF�V\PSK\VLV�IRU���WR���PLQXWHV�WR�GLVLPSDFW�WKH�DQWHULRU�VKRXOGHU�
'R�QRW� DSSO\� SUHVVXUH� WR� WKH� XWHULQH� IXQGXV�� DV� WKLV�PDQHXYHU� FDQ�
IXUWKHU� LPSDFW� WKH� VKRXOGHU�� 6XSUDSXELF� SUHVVXUH� VHUYHV� WR� URWDWH� WKH�
VKRXOGHU�XQGHU�WKH�SXELF�V\PSK\VLV����7KH�FRPELQDWLRQ�RI�WKH�0F5RE�
HUWV� SRVLWLRQ� DQG� VXSUDSXELF� SUHVVXUH� UHOLHYHV� DERXW� ���� RI� VKRXOGHU�
G\VWRFLDV��
7KH�*DVNLQ�PDQHXYHU� �)LJXUH��������FDQ�DOVR�EH�HPSOR\HG��,W� LV�D�

VLPSOH� PDQHXYHU�� EXW� ZLWK� ,9V� DQG� PRQLWRUV� LQ� SODFH� RU� ZLWK� DQ�
H[KDXVWHG�PRWKHU��LW�FDQ�EH�GLIILFXOW�WR�DFKLHYH��3ODFH�WKH�SDWLHQW�RQ�DOO�
IRXUV��([HUW�JHQWOH�GRZQZDUG�WUDFWLRQ�RQ�WKH�LQIDQW¶V�KHDG��,Q�RUGHU�
WR� UHPHPEHU� WKH�GLUHFWLRQ�RI� WUDFWLRQ�� UHPHPEHU� WR�³JR�ZLWK�JUDYLW\�́ �



&+$37(5������(PHUJHQF\�'HOLYHU\ ���

),*85(������� 0F5REHUWV�PDQHXYHU��6KDUSO\� IOH[� WKH� WKLJKV�XS�RQWR� WKH�DEGRPHQ��
DV�VKRZQ�E\�WKH�KRUL]RQWDO�DUURZ��DQG�NHHS�WKH�NQHHV�VSUHDG�ZLGHO\��6LPXOWDQHRXVO\�SURYLGH�
VXSUDSXELF�SUHVVXUH��YHUWLFDO�DUURZ���>$GDSWHG�ZLWK�SHUPLVVLRQ�IURP�&XQQLQJKDP�)*��/HYHQR�
./��%ORRP�6/��HW�DO��:LOOLDPV�2EVWHWULFV����QG�HG��1HZ�<RUN��0F*UDZ�+LOO��������)LJXUH�������@

,Q�����RI�FDVHV��WKLV�PDQHXYHU�DOORZV�WKH�SRVWHULRU�VKRXOGHU�WR�VXFFHVV�
IXOO\�GHOLYHU���

6KRXOG� WKH� SUHYLRXV� PDQHXYHUV� IDLO�� URWDWLRQDO� PDQHXYHUV�� ZKLFK�
PRYH�WKH�VKRXOGHUV�LQWR�DQ�REOLTXH�SRVLWLRQ��FDQ�EH�SHUIRUPHG��$OORZ���
PLQXWHV�IRU�WKHVH�PDQHXYHUV��7KH�PDQHXYHUV�W\SLFDOO\�UHTXLUH�DQ�HSLVL�
RWRP\��)RU�WKH�5XELQ�PDQHXYHU��SODFH�ILQJHUV�EHKLQG�WKH�DQWHULRU�IHWDO�
VKRXOGHU��DQG�SXVK�WKH�VKRXOGHU�ZLWK�\RXU�ILQJHUWLSV�WRZDUG�WKH�EDE\¶V�

),*85(������� *DVNLQ�PDQHXYHU�IRU�VKRXOGHU�G\VWRFLD��

FKHVW��7KLV�PD\�UHGXFH�WKH�GLPHQVLRQ�RI�WKH�VKRXOGHU�JLUGOH�DQG�DOORZ�
IRU�GHOLYHU\��)RU�WKH�:RRGV�FRUNVFUHZ�PDQHXYHU��)LJXUH���������NHHS�
ILQJHUWLSV� EHKLQG� WKH� DQWHULRU� VKRXOGHU�� DQG� ZLWK� WKH� RSSRVLWH� KDQG��
DSSO\� SUHVVXUH� WR� WKH� EDFN� RI� WKH� SRVWHULRU� VKRXOGHU�� DQG� URWDWH� WKH�
VKRXOGHU� JLUGOH� FORFNZLVH� LQWR� DQ� REOLTXH� SRVLWLRQ�� DOORZLQJ� GHOLYHU\��
7KH� UHYHUVH� FRUNVFUHZ�PDQHXYHU� LV� LQ� WKH� RSSRVLWH� GLUHFWLRQ�� 3ODFH�
\RXU�ILQJHUV�LQ�IURQW�RI�WKH�SRVWHULRU�VKRXOGHU�DQG�EHKLQG�WKH�DQWHULRU�
VKRXOGHU��DQG�DSSO\�SUHVVXUH�FRXQWHUFORFNZLVH���

%5((&+�35(6(17$7,21
%UHHFK� SUHVHQWDWLRQV� RFFXU� LQ� ��� WR� ��� RI� WHUP� SUHJQDQFLHV�� 5LVNV� RI�
EUHHFK� SUHVHQWDWLRQV� LQFOXGH� XPELOLFDO� FRUG� SURODSVH�� WUDXPD�� K\SR[LD��
DQG�IHWDO�GLVWUHVV��%UHHFK�SUHVHQWDWLRQV�RFFXU�PRVW�IUHTXHQWO\�LQ�WKH�GHOLY�
HU\�RI�SUHPDWXUH�LQIDQWV��DSSUR[LPDWHO\�����WR�����RI�DOO�SUHWHUP�LQIDQWV�
�����ZHHNV¶�JHVWDWLRQ��SUHVHQW� LQ�EUHHFK�SRVLWLRQ����*LYHQ� WKH� LQFUHDVHG�
SHULQDWDO�QHRQDWDO�PRUELGLW\�DQG�PRUWDOLW\�DVVRFLDWHG�ZLWK�YDJLQDO�EUHHFK�
GHOLYHULHV��FHVDUHDQ�VHFWLRQ�LV�UHFRPPHQGHG�LQ�EUHHFK�SUHVHQWDWLRQV���

+HDG�HQWUDSPHQW�LV�D�PDMRU�FRQFHUQ�LQ�D�EUHHFK�GHOLYHU\��,Q�D�QRUPDO�
FHSKDOLF� GHOLYHU\�� WKH� ODUJHU� KHDG� GLODWHV� WKH� FHUYLFDO� FDQDO�� ZKLFK�
HQVXUHV�WKDW�WKH�UHVW�RI�WKH�LQIDQW¶V�ERG\�FDQ�IROORZ��,Q�D�EUHHFK�GHOLYHU\��
KRZHYHU�� WKH� KHDG� HPHUJHV� ODVW� DQG�PD\� EHFRPH� VWXFN� LQ� DQ� LQFRP�
SOHWHO\�GLODWHG�FHUYL[�
,Q�IUDQN�DQG�FRPSOHWH�EUHHFK�GHOLYHULHV��WKH�EXWWRFNV�GLODWH�WKH�FHU�

YL[�DOPRVW�DV�HIIHFWLYHO\�DV�WKH�IHWDO�KHDG��WKHUHIRUH��GHOLYHU\�PD\�SUR�
FHHG�LQ�DQ�XQFRPSOLFDWHG�IDVKLRQ��,Q�WKHVH�FDVHV��DOORZ�WKH�GHOLYHU\�WR�
SURFHHG�VSRQWDQHRXVO\��)LJXUH���������7KH�HPHUJHQF\�SK\VLFLDQ�VXE�
VHTXHQWO\�SODFHV�WKH�LQGH[�DQG�PLGGOH�ILQJHUV�RYHU�WKH�LQIDQW¶V�PD[LOODU\�
ERQHV��QRW�LQ�WKH�LQIDQW¶V�PRXWK��WR�KHOS�NHHS�WKH�KHDG�IOH[HG��DOORZLQJ�
WKH�PRWKHU�WR�H[SHO�WKH�LQIDQW��,W�LV�LPSRUWDQW�WR�UHIUDLQ�IURP�SXOOLQJ�RQ�
WKH�IHWXV��EHFDXVH�WKLV�PD\�LPSDFW�WKH�KHDG�LQ�WKH�SHOYLV�RU�HYHQ�HQWUDS�
WKH�H[WHQGHG�IHWDO�DUP��)RRWOLQJ�DQG�LQFRPSOHWH�EUHHFK�SRVLWLRQV�DUH�
QRW�VDIH�IRU�YDJLQDO�GHOLYHU\�GXH�WR�WKH�ULVN�RI�FRUG�SURODSVH�RU�LQFRP�
SOHWH�GLODWDWLRQ�RI�WKH�FHUYL[��,Q�DQ\�EUHHFK�GHOLYHU\��REVWHWULF�FRQVXOWD�
WLRQ�VKRXOG�EH�REWDLQHG�LPPHGLDWHO\�

35(7(50�'(/,9(5<
7KH�LQFLGHQFH�RI�SUHWHUP�GHOLYHU\�LV�DSSUR[LPDWHO\�����DQG�FRQWULEXWHV�
VXEVWDQWLDOO\�WR�SHULQDWDO�PRUELGLW\�DQG�PRUWDOLW\����3UHWHUP�ODERU�LV�DOVR�

),*85(������� &RUNVFUHZ�PDQHXYHU��$��3ODFH�ILQJHUWLSV�EHKLQG�DQWHULRU�VKRXOGHU�DQG�
LQ�EDFN�RI�SRVWHULRU�VKRXOGHU��%��7KHQ�JHQWO\�URWDWH�FORFNZLVH�XQWLO�VKRXOGHU�GHOLYHUV��



��� 6(&7,21�����2EVWHWULFV�DQG�*\QHFRORJ\

),*85(������� %UHHFK�GHOLYHU\��$��*UDVS�WKH�WKLJK�WR�DOORZ�GHOLYHU\�RI�WKH�OHJ��%��*UDVS�WKH�RWKHU�OHJ�WR�DOORZ�LWV�GHOLYHU\��&��*UDVS�WKH�IHHW�DW�WKH�DQNOHV�DQG�URWDWH�WKH�VDFUXP�DQWHULRUO\��
'��7KH�VDFUXP�LV�URWDWHG�DQWHULRUO\��0DWHUQDO�HIIRUWV�GHOLYHU�WKH�EDE\�WR�WKH�OHYHO�RI�WKH�XPELOLFXV��:UDS�WKH�WUXQN�DQG�OHJV�LQ�D�WRZHO��(��0DWHUQDO�HIIRUWV�IXUWKHU�GHOLYHU�WR�WKH�OHYHO�RI�WKH�
VFDSXODH��$SSO\�VWHDG\��JHQWOH�WUDFWLRQ�XQWLO�VFDSXODH�FRPH�LQWR�YLHZ��)��2QFH�WKH�D[LOOD�LV�YLVLEOH��WKH�VKRXOGHU�FDQ�EH�GHOLYHUHG��5RWDWH�FRXQWHUFORFNZLVH�WR�GHOLYHU�WKH�DQWHULRU�VKRXOGHU���,W�GRHV�
QRW�PDWWHU�ZKLFK�VKRXOGHU�LV�GHOLYHUHG�ILUVW���*��'HOLYHU\�RI�WKH�DQWHULRU�DUP��:KHQ�WKH�VFDSXODH�DSSHDU��JHQWO\�URWDWH�WKH�EDE\�XQWLO�RQH�KXPHUXV�FDQ�EH�IROORZHG�GRZQ��URWDWHG�DFURVV�WKH�
FKHVW��DQG�VZHSW�RXW��7KHQ�WXUQ�WKH�EDE\�FORFNZLVH�WR�DOORZ�GHOLYHU\�RI�WKH�RWKHU�DUP��+��'HOLYHU�WKH�YHUWH[�RI�WKH�VNXOO�E\�SODFLQJ�ILQJHUV�DW�WKH�PD[LOODU\�SURFHVV��DQG�NHHS�ERG\�SDUDOOHO�WR�
WKH�KRUL]RQWDO��'R�QRW�SXOO��'R�QRW�OLIW�DERYH�WKH�SDUDOOHO�WR�DYRLG�QHFN�K\SHUH[WHQVLRQ��$SSO\�VXSUDSXELF�SUHVVXUH�WR�DLG�GHOLYHU\�RI�WKH�KHDG��




