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+(� DQDO\VLV�RI�FRXQWHUIDFWXDO�FRQGLWLRQDOV�LV�QR�IXVV\�OLWWOH�7�JUDPPDWLFDO�H[HUFLVH�� ,QGHHG��LI�ZH�ODFN�WKH�PHDQV�IRU�LQ��
WHUSUHWLQJ�FRXQWHUIDFWXDO�FRQGLWLRQDOV��ZH�FDQ�KDUGO\�FODLP�WR�KDYH�
DQ\�DGHTXDWH�SKLORVRSK\�RI�VFLHQFH�� $�VDWLVIDFWRU\�GHILQLWLRQ�RI�
VFLHQWLILF�ODZ��D�VDWLVIDFWRU\�WKHRU\�RI�FRQILUPDWLRQ�RU�RI�GLVSRVLWLRQ�
WHUPV��DQG�WKLV�LQFOXGHV�QRW�RQO\�SUHGLFDWHV�HQGLQJ�LQ��LEOH�� DQG�
�DEOH�� EXW�DOPRVW�HYHU\�REMHFWLYH�SUHGLFDWH��VXFK�DV��LV� UHG����
ZRXOG�VROYH�D�ODUJH�SDUW�RI�WKH�SUREOHP�RI�FRXQWHUIDFWXDOV��$F��
FRUGLQJO\��WKH�ODFN�RI�D� VROXWLRQ�WR�WKLV�SUREOHP�LPSOLHV�WKDW�ZH�
KDYH�QR�DGHTXDWH�WUHDWPHQW�RI�DQ\�RI�WKHVH�RWKHU�WRSLFV�� &RQ��
YHUVHO\��D�VROXWLRQ�WR�WKH�SUREOHP�RI�FRXQWHUIDFWXDOV�ZRXOG�JLYH�XV�
WKH�DQVZHU�WR�FULWLFDO�TXHVWLRQV�DERXW�ODZ��FRQILUPDWLRQ��DQG�WKH�
PHDQLQJ�RI�SRWHQWLDOLW\��

,�DP�QRW�DW�DOO�FRQWHQGLQJ�WKDW�WKH�SUREOHP�RI�FRXQWHUIDFWXDOV�
LV�ORJLFDOO\�RU�SV\FKRORJLFDOO\�WKH�ILUVW�RI�WKHVH�UHODWHG�SUREOHPV��
,W�PDNHV�OLWWOH�GLIIHUHQFH�ZKHUH�ZH�VWDUW�LI�ZH�FDQ�JR�DKHDG�� ,I�
WKH�VWXG\�RI�FRXQWHUIDFWXDOV�KDV�XS�WR�QRZ�IDLOHG�WKLV�SUDJPDWLF�
WHVW��WKH�DOWHUQDWLYH�DSSURDFKHV�DUH�OLWWOH�EHWWHU�RII��

:KDW��WKHQ��LV�WKH�SUREOHP�DERXW�FRXQWHUIDFWXDO�FRQGLWLRQDOV"�
/HW�XV�FRQILQH�RXUVHOYHV�WR�WKRVH�LQ�ZKLFK�DQWHFHGHQW�DQG�FRQVH��
TXHQW�DUH�LQDOWHUDEO\�IDOVH�DV�� IRU�H[DPSOH��ZKHQ�,�VD\�RI�D�SLHFH�
RI�EXWWHU�WKDW�ZDV�HDWHQ�\HVWHUGD\��DQG�WKDW�KDG�QHYHU�EHHQ�KHDWHG��
,I�WKDW�SLHFH�RI�EXWWHU�KDG�EHHQ�KHDWHG�WR����"�)���LW�ZRXOG�KDYH�PHOWHG��

&RQVLGHUHG�DV�WUXWK�IXQFWLRQDO�FRPSRXQGV��DOO�FRXQWHUIDFWXDOV�DUH�
RI�FRXUVH�WUXH��VLQFH�WKHLU�DQWHFHGHQWV�DUH�IDOVH�� +HQFH�

,I�WKDW�SLHFH�RI�EXWWHU�KDG�EHHQ�KHDWHG�WR����"�)���LW�ZRXOG�QRW�KDYH�PHOWHG�

ZRXOG�DOVR�KROG�� 2EYLRXVO\�VRPHWKLQJ�GLIIHUHQW�LV�LQWHQGHG��DQG�
WKH�SUREOHP�LV�WR�GHILQH�WKH�FLUFXPVWDQFHV�XQGHU�ZKLFK�D� JLYHQ�

��6OLJKWO\�UHYLVHG�YHUVLRQ�RI�D�SDSHU�UHDG�EHIRUH�WKH�1HZ�<RUN�3KLORVRSKL��
FDO�&LUFOH��0D\����������� 0\�LQGHEWHGQHVV�LQ�VHYHUDO�PDWWHUV�WR�WKH�ZRUN�RI�
&��,�� /HZLV�DQG�RI�&��+�� /DQJIRUG�KDV�VHHPHG�WRR�REYLRXV�WR�FDOO�IRU�GHWDLOHG�
PHQWLRQ��

����
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FRXQWHUIDFWXDO�KROGV�ZKLOH�WKH�RSSRVLQJ�FRQGLWLRQDO�ZLWK�WKH�FRQWUD��
GLFWRU\�FRQVHTXHQW�IDLOV�WR�KROG�� $QG�WKLV�FULWHULRQ�RI�WUXWK�PXVW�
EH�VHW�XS�LQ�WKH�IDFH�RI�WKH�IDFW�WKDW�D�FRXQWHUIDFWXDO�E\�LWV�QDWXUH�
FDQ�QHYHU�EH�VXEMHFWHG�WR�DQ\�GLUHFW�HPSLULFDO�WHVW�E\�UHDOL]LQJ�LWV�
DQWHFHGHQW��

,Q�RQH�VHQVH�WKH�QDPH��SUREOHP�RI�FRXQWHUIDFWXDOV��LV�PLVOHDG��
LQJ��EHFDXVH�WKH�SUREOHP�LV�LQGHSHQGHQW�RI�WKH�IRUP�LQ�ZKLFK�D�
JLYHQ�VWDWHPHQW�KDSSHQV�WR�EH�H[SUHVVHG�� 7KH�SUREOHP�RI�FRXQWHU��
IDFWXDOV�LV�HTXDOO\�D�SUREOHP�RI�IDFWXDO�FRQGLWLRQDOV��IRU�DQ\�FRXQ��
WHUIDFWXDO�FDQ�EH�WUDQVSRVHG�LQWR�D�FRQGLWLRQDO�ZLWK�D�WUXH�DQWHFH��
GHQW�DQG�FRQVHTXHQW��H�J���

6LQFH�WKDW�EXWWHU�GLG�QRW�PHOW��LW�ZDVQ
W�KHDWHG�WR������ )��

7KH�SRVVLELOLW\�RI�VXFK�WUDQVIRUPDWLRQ�LV�RI�QR�JUHDW�LPSRUWDQFH�H[��
FHSW�WR�FODULI\�WKH�QDWXUH�RI�RXU�SUREOHP�� 7KDW��VLQFH�� RFFXUV�LQ�
WKH�FRQWUDSRVLWLYH�VKRZV�WKDW�ZKDW�LV�LQ�TXHVWLRQ�LV�D�FHUWDLQ�NLQG�
RI�FRQQHFWLRQ�EHWZHHQ�WKH�WZR�FRPSRQHQW�VHQWHQFHV��DQG�WKH�WUXWK�
RI�WKLV�NLQG�RI�VWDWHPHQW�ZKHWKHU�LW�LV�LQ�WKH�IRUP�RI�D�FRXQWHU��
IDFWXDO�RU�IDFWXDO�FRQGLWLRQDO�RU�VRPH�RWKHU�IRUP�GHSHQGV�QRW�
XSRQ�WKH�WUXWK�RU�IDOVLW\�RI�WKH�FRPSRQHQWV�EXW�XSRQ�ZKHWKHU�WKH�
LQWHQGHG�FRQQHFWLRQ�REWDLQV�� 5HFRJQL]LQJ�WKH�SRVVLELOLW\�RI�WUDQV��
IRUPDWLRQ�VHUYHV�PDLQO\�WR�IRFXV�DWWHQWLRQ�RQ�WKH�FHQWUDO�SUREOHP�
DQG�WR�GLVFRXUDJH�VSHFXODWLRQ�DV�WR�WKH�QDWXUH�RI�FRXQWHUIDFWV��$O��
WKRXJK�,� VKDOO�EHJLQ�P\�VWXG\�E\�FRQVLGHULQJ�FRXQWHUIDFWXDOV�DV�
VXFK��LW�PXVW�EH�ERUQH�LQ�PLQG�WKDW�D�JHQHUDO�VROXWLRQ�ZRXOG�H[��
SODLQ�WKH�NLQG�RI�FRQQHFWLRQ�LQYROYHG�LUUHVSHFWLYH�RI�DQ\�DVVXPS��
WLRQ�DV�WR�WKH�WUXWK�RU�IDOVLW\�RI�WKH�FRPSRQHQWV��

7KH�HIIHFW�RI�WUDQVSRVLWLRQ�XSRQ�DQRWKHU�NLQG�RI�FRQGLWLRQDO��
ZKLFK�,� FDOO��VHPLIDFWXDO���LV�ZRUWK�QRWLFLQJ�EULHIO\��6KRXOG�ZH�
DVVHUW�

(YHQ�LI�WKH�PDWFK�KDG�EHHQ�VFUDWFKHG��LW�VWLOO�ZRXOG�QRW�KDYH�OLJKWHG��

ZH�ZRXOG�XQFRPSURPLVLQJO\�UHMHFW�DV�DQ�HTXDOO\�JRRG�H[SUHVVLRQ�
RI�RXU�PHDQLQJ�WKH�FRQWUDSRVLWLYH��

(YHQ�LI�WKH�PDWFK�OLJKWHG��LW�VWLOO�ZDVQ
W� VFUDWFKHG��

2XU�RULJLQDO�LQWHQWLRQ�ZDV�WR�DIILUP�QRW�WKDW�WKH�QRQ�OLJKWLQJ�FRXOG�
EH�LQIHUUHG�IURP�WKH�VFUDWFKLQJ��EXW�VLPSO\�WKDW�WKH�OLJKWLQJ�FRXOG�
QRW�EH�LQIHUUHG�IURP�WKH�VFUDWFKLQJ��2UGLQDULO\�D�VHPLIDFWXDO�FRQ��
GLWLRQDO�KDV�WKH�IRUFH�RI�GHQ\LQJ�ZKDW�LV�DIILUPHG�E\�WKH�RSSRVLWH��
IXOO\�FRXQWHUIDFWXDO�FRQGLWLRQDO��7KH�VHQWHQFH�

(YHQ�KDG�WKDW�PDWFK�EHHQ�VFUDWFKHG��LW�VWLOO�ZRXOGQ
W�KDYH�OLJKWHG�

LV�QRUPDOO\�PHDQW�DV�WKH�GLUHFW�QHJDWLRQ�RI�
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+DG� WKH�PDWFK�EHHQ�VFUDWFKHG��LW�ZRXOG�KDYH�OLJKWHG��

7KDW�LV�WR�VD\��LQ�SUDFWLFH�IXOO�FRXQWHUIDFWXDOV�DIILUP��ZKLOH�VHPL��
IDFWXDOV�GHQ\��WKDW�D�FHUWDLQ�FRQQHFWLRQ�REWDLQV�EHWZHHQ�DQWHFHGHQW�
DQG�FRQVHTXHQW���7KXV�LW�LV�FOHDU�ZK\�D�VHPLIDFWXDO�JHQHUDOO\�KDV�
QRW�WKH�VDPH�PHDQLQJ�DV�LWV�FRQWUDSRVLWLYH��

7KHUH�DUH�YDULRXV�VSHFLDO�NLQGV�RI�FRXQWHUIDFWXDOV�WKDW�SUHVHQW�
VSHFLDO�SUREOHPV��$Q�H[DPSOH�LV�WKH�FDVH�RI��FRXQWHULGHQWLFDOV���
LOOXVWUDWHG�E\�WKH�VWDWHPHQWV�

,I�,�ZHUH�-XOLXV�&DHVDU��,�ZRXOGQ
W�EH�DOLYH�LQ�WKH�WZHQWLHWK�FHQWXU\��

DQG�
,I�-XOLXV�&DHVDU�ZHUH�,��KH�ZRXOG�EH�DOLYH�LQ�WKH�WZHQWLHWK�FHQWXU\��

+HUH��DOWKRXJK�WKH�DQWHFHGHQW�LQ�WKH�WZR�FDVHV�LV�D�VWDWHPHQW�RI�WKH�
VDPH�LGHQWLW\��ZH�DWWDFK�WZR�GLIIHUHQW�FRQVHTXHQWV�ZKLFK��RQ�WKH�
YHU\�DVVXPSWLRQ�RI�WKDW�LGHQWLW\��DUH�LQFRPSDWLEOH��$QRWKHU�VSH��
FLDO�FODVV�RI�FRXQWHUIDFWXDOV�LV�WKDW�RI�WKH��FRXQWHUFRPSDUDWLYHV���
ZLWK�DQWHFHGHQWV�VXFK�DV�

,I�,�KDG�PRUH�PRQH\���� �� ��

7KH�WURXEOH�ZLWK�WKHVH�LV�WKDW�ZKHQ�ZH�WU\�WR�WUDQVODWH�WKH�FRXQWHU��
IDFWXDO�LQWR�D�VWDWHPHQW�DERXW�D�UHODWLRQ�EHWZHHQ�WZR�WHQVHOHVV��QRQ��
PRGDO�VHQWHQFHV��ZH�JHW�DV�DQ�DQWHFHGHQW�VRPHWKLQJ�OLNH�

,I��,� KDYH�PRUH�PRQH\�WKDQ�,� KDYH�� ZHUH�WUXH���� �� ��

DOWKRXJK�XVH�RI�D�VHOI�FRQWUDGLFWRU\�DQWHFHGHQW�ZDV�SODLQO\�QRW�WKH�
RULJLQDO�LQWHQW��$JDLQ�WKHUH�DUH�WKH��FRXQWHUOHJDOV���FRQGLWLRQDOV�
ZLWK�DQWHFHGHQWV�WKDW�HLWKHU�GHQ\�JHQHUDO�ODZV�GLUHFWO\��DV�LQ�
,I�WULDQJOHV�ZHUH�VTXDUHV���� �� ��

RU�HOVH�PDNH�D�VXSSRVLWLRQ�RI�SDUWLFXODU�IDFW�WKDW�LV�QRW�PHUHO\�IDOVH�
EXW�LPSRVVLEOH��DV�LQ�

,I�WKLV�FXEH�RI�VXJDU�ZHUH�DOVR�VSKHULFDO���� �� ��

$OO�WKHVH�NLQGV�RI�FRXQWHUIDFWXDOV�RIIHU�LQWHUHVWLQJ�EXW�QRW�LQVXU��
PRXQWDEOH�VSHFLDO�GLIILFXOWLHV���,Q�RUGHU�WR�FRQFHQWUDWH�XSRQ�WKH�

��7KH�SUDFWLFDO�LPSRUW�RI�D� VHPLI�DFWXDO� LV� WKXV�GLIIHUHQW�IURP�LWV�OLWHUDO�
PHDQLQJ�� /LWHUDOO\� D� VHPLIDFWXDO�DQG� WKH�FRUUHVSRQGLQJ�FRXQWHUIDFWXDO�DUH�
QRW�FRQWUDGLFWRULHV�EXW� FRQWUDULHV��DQG� ERWK�PD\�EH� IDOVH� �FI�� IRRWQRWH�����
7KH�SUHVHQFH�RI�WKH�DX[LOLDU\�WHUPV��HYHQ�� DQG� �VWLOO��� RU�HLWKHU�RI�WKHP��
LV�SHUKDSV�WKH�LGLRPDWLF�LQGLFDWLRQ�WKDW�D�QRW�TXLWH�OLWHUDO�PHDQLQJ�LV�LQWHQGHG��

��2I�WKH�VSHFLDO�NLQGV�RI�FRXQWHUIDFWXDOV�PHQWLRQHG��,� VKDOO�KDYH�VRPHWKLQJ�
WR�VD\�ODWHU�DERXW�FRXQWHULGHQWLFDOV�DQG�FRXQWHUOHJDOV�� $V�IRU�FRXQWHUFRPSDUD��
WLYHV��WKH�IROORZLQJ�SURFHGXUH�LV�DSSURSULDWH��*LYHQ� �,I� ,� KDG� DUULYHG�RQH�
PLQXWH�ODWHU��,�ZRXOG�KDYH�PLVVHG�WKH�WUDLQ��� ILUVW�H[SDQG�WKLV�WR��� ���W��� W�LV�
D�WLPH�� ,� DUULYHG��G�� DW�W�� ,I�,� KDG�DUULYHG�RQH�PLQXWH�ODWHU�WKDQ�W��,� ZRXOG�
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PDMRU�SUREOHPV�FRQFHUQLQJ�FRXQWHUIDFWXDOV�LQ�JHQHUDO��,�VKDOO�XVX��
DOO\�FKRRVH�P\�H[DPSOHV�LQ�VXFK�D�ZD\�DV�WR�DYRLG�WKHVH�PRUH�VSHFLDO�
FRPSOLFDWLRQV��

$V�,� VHH�LW��WKHUH�DUH�WZR�PDMRU�SUREOHPV��WKRXJK�WKH\�DUH�QRW�
LQGHSHQGHQW�DQG�PD\�HYHQ�EH�UHJDUGHG�DV�DVSHFWV�RI�D�VLQJOH�SURE��
OHP�� $�FRXQWHUIDFWXDO�LV�WUXH�LI�D�FHUWDLQ�FRQQHFWLRQ�REWDLQV�EH��
WZHHQ�WKH�DQWHFHGHQW�DQG�WKH�FRQVHTXHQW��%XW�DV�LV�REYLRXV�IURP�
H[DPSOHV�DOUHDG\�JLYHQ��WKH�FRQVHTXHQW�VHOGRP�IROORZV�IURP�WKH�
DQWHFHGHQW�E\�ORJLF�DORQH�� ���� ,Q�WKH�ILUVW�SODFH��WKH�DVVHUWLRQ�WKDW�
D�FRQQHFWLRQ�KROGV�LV�PDGH�RQ�WKH�SUHVXPSWLRQ�WKDW�FHUWDLQ�FLUFXP��
VWDQFHV�QRW�VWDWHG�LQ�WKH�DQWHFHGHQW�REWDLQ�� :KHQ�ZH�VD\�

,I�WKDW�PDWFK�KDG�EHHQ�VFUDWFKHG��LW�ZRXOG�KDYH�OLJKWHG��

ZH�PHDQ�WKDW�FRQGLWLRQV�DUH�VXFK�L�H��� WKH�PDWFK�LV�ZHOO�PDGH��LV�
GU\�HQRXJK��R[\JHQ�HQRXJK�LV�SUHVHQW��HWF��WKDW� �7KDW� PDWFK�
OLJKWV��FDQ�EH�LQIHUUHG�IURP��7KDW� PDWFK�LV�VFUDWFKHG��� 7KXV�
WKH�FRQQHFWLRQ�ZH�DIILUP�PD\�EH�UHJDUGHG�DV�MRLQLQJ�WKH�FRQVHTXHQW�
ZLWK�WKH�FRQMXQFWLRQ�RI�WKH�DQWHFHGHQW�DQG�RWKHU�VWDWHPHQWV�WKDW�
WUXO\�GHVFULEH�UHOHYDQW�FRQGLWLRQV��1RWLFH�HVSHFLDOO\�WKDW�RXU�DV��
VHUWLRQ�RI�WKH�FRXQWHUIDFWXDO�LV�QRW�FRQGLWLRQHG�XSRQ�WKHVH�FLUFXP��
VWDQFHV�REWDLQLQJ��:H�GR�QRW�DVVHUW�WKDW�WKH�FRXQWHUIDFWXDO�LV�WUXH�
LI�WKH�FLUFXPVWDQFHV�REWDLQ��UDWKHU��LQ�DVVHUWLQJ�WKH�FRXQWHUIDFWXDO�
ZH�FRPPLW�RXUVHOYHV�WR�WKH�DFWXDO�WUXWK�RI�WKH�VWDWHPHQWV�GHVFULELQJ�
WKH�UHTXLVLWH�UHOHYDQW�FRQGLWLRQV��7KH�ILUVW�PDMRU�SUREOHP�LV�WR�GH��
ILQH�UHOHYDQW�FRQGLWLRQV��WR�VSHFLI\�ZKDW�VHQWHQFHV�DUH�PHDQW�WR�EH�
WDNHQ�LQ�FRQMXQFWLRQ�ZLWK�DQ�DQWHFHGHQW�DV�D�EDVLV�IRU�LQIHUULQJ�WKH�
FRQVHTXHQW�� ���� %XW�HYHQ�DIWHU�WKH�SDUWLFXODU�UHOHYDQW�FRQGLWLRQV�
DUH�VSHFLILHG��WKH�FRQQHFWLRQ�REWDLQLQJ�ZLOO�QRW�RUGLQDULO\�EH�D�ORJL��
FDO�RQH�� 7KH�SULQFLSOH�WKDW�SHUPLWV�LQIHUHQFH�RI�

7KDW�PDWFK�OLJKWV�

IURP�

7KDW� PDWFK�LV� VFUDWFKHG�� 7KDW� PDWFK�LV� GU\�HQRXJK�� (QRXJK� R[\JHQ�LV�
SUHVHQW�� (WF��

LV�QRW�D�ODZ�RI�ORJLF�EXW�ZKDW�ZH�FDOO�D�QDWXUDO�RU�SK\VLFDO�RU�FDXVDO�
ODZ�� 7KH�VHFRQG�PDMRU�SUREOHP�FRQFHUQV�WKH�GHILQLWLRQ�RI�VXFK�
ODZV��

KDYH�PLVVHG�WKH�WUDLQ��� 7KH�FRXQWHUIDFWXDO�FRQGLWLRQDO�FRQVWLWXWLQJ�WKH�ILQDO�
FODXVH�RI�WKLV�FRQMXQFWLRQ�FDQ�WKHQ�EH�WUHDWHG��ZLWKLQ�WKH�TXDQWLILHG�ZKROH��LQ�
WKH�XVXDO�ZD\�� 7UDQVODWLRQ�LQWR��,I� 
,� DUULYH�RQH�PLQXWH�ODWHU�WKDQ�W
� ZHUH�
WUXH��WKHQ�
,� PLVV�WKH�WUDLQ
�ZRXOG�KDYH�EHHQ�WUXH
� GRHV�QRW�JLYH�XV�D� VHOI��
FRQWUDGLFWRU\�FRPSRQHQW��
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,W�PLJKW�VHHP�QDWXUDO�WR�SURSRVH�WKDW�WKH�FRQVHTXHQW�IROORZV�E\�
ODZ�IURP�WKH�DQWHFHGHQW�DQG�D�GHVFULSWLRQ�RI�WKH�DFWXDO�VWDWH�RI��
DIIDLUV�RI�WKH�ZRUOG��WKDW�ZH�QHHG�KDUGO\�GHILQH�UHOHYDQW�FRQGLWLRQV�
EHFDXVH�LW�ZLOO�GR�QR�KDUP�WR�LQFOXGH�LUUHOHYDQW�RQHV�� %XW�LI�ZH�
VD\�WKDW�WKH�FRQVHTXHQW�IROORZV�E\�ODZ�IURP�WKH�DQWHFHGHQW�DQG�DOO�
WUXH�VWDWHPHQWV��ZH�HQFRXQWHU�DQ� LPPHGLDWH�GLIILFXOW\��DPRQJ�
WUXH�VHQWHQFHV�LV�WKH�QHJDWH�RI�WKH�DQWHFHGHQW��VR�WKDW�IURP�WKH�DQWH��
FHGHQW�DQG�DOO�WUXH�VHQWHQFHV�HYHU\WKLQJ�IROORZV�� &HUWDLQO\�WKLV�
JLYHV�XV�QR�ZD\�RI�GLVWLQJXLVKLQJ�WUXH�IURP�IDOVH�FRXQWHUIDFWXDOV��

:H�DUH�SODLQO\�QR�EHWWHU�RII�LI�ZH�VD\�WKDW�WKH�FRQVHTXHQW�PXVW�
IROORZ�IURP�VRPH�VHW�RI�WUXH�VWDWHPHQWV�FRQMRLQHG�ZLWK�WKH�DQWH��
FHGHQW��IRU�JLYHQ�DQ\�FRXQWHUIDFWXDO�DQWHFHGHQW�$��WKHUH�ZLOO�DO��
ZD\V�EH�D�VHW�6�QDPHO\��WKH�VHW�FRQVLVWLQJ�RI��� $�VXFK� WKDW�IURP�
$�6� DQ\�FRQVHTXHQW�IROORZV�� �+HUHDIWHU�,� VKDOO�UHJXODUO\�XVH�
�$�� IRU�WKH�DQWHFHGHQW���&�� IRU�WKH�FRQVHTXHQW��DQG��6�� IRU�WKH�
VHW�RI�VWDWHPHQWV�RI�WKH�UHOHYDQW�FRQGLWLRQV���

3HUKDSV�WKHQ�ZH�PXVW�H[FOXGH�VWDWHPHQWV�ORJLFDOO\�LQFRPSDWLEOH�
ZLWK�WKH�DQWHFHGHQW��%XW�WKLV�LV�LQVXIILFLHQW��IRU�D�SDUDOOHO�GLIIL��
FXOW\�DULVHV�ZLWK�UHVSHFW�WR�WUXH�VWDWHPHQWV�ZKLFK�DUH�QRW�ORJLFDOO\�
EXW�DUH�RWKHUZLVH�LQFRPSDWLEOH�ZLWK�WKH�DQWHFHGHQW��)RU�H[DPSOH��
WDNH�

,I�WKDW�UDGLDWRU�KDG�IUR]HQ��LW�ZRXOG�KDYH�EURNHQ��

$PRQJ�WUXH�VHQWHQFHV�PD\�ZHOO�EH��6��
7KDW�UDGLDWRU�QHYHU�UHDFKHG�D�WHPSHUDWXUH�EHORZ����� )��

1RZ�LW�LV�FHUWDLQO\�JHQHUDOO\�WUXH�WKDW�
$OO�UDGLDWRUV�WKDW�IUHH]H�EXW�QHYHU�UHDFK�EHORZ����� )��EUHDN��

DQG�DOVR�WKDW�
$OO�UDGLDWRUV�WKDW�IUHH]H�EXW�QHYHU�UHDFK�EHORZ����� )�� IDLO�WR�EUHDN��

IRU�WKHUH�DUH�QR�VXFK�UDGLDWRUV�� 7KXV�IURP�WKH�DQWHFHGHQW�RI�WKH�
FRXQWHUIDFWXDO�DQG�WKH�JLYHQ�6��ZH�FDQ�LQIHU�DQ\�FRQVHTXHQW��

7KH�QDWXUDO�SURSRVDO�WR�UHPHG\�WKLV�GLIILFXOW\�LV�WR�UXOH�WKDW�
FRXQWHUIDFWXDOV�FDQ�QRW�GHSHQG�XSRQ�HPSW\�ODZV��WKDW�WKH�FRQQHF��
WLRQ�FDQ�EH�HVWDEOLVKHG�RQO\�E\�D�SULQFLSOH�RI�WKH�IRUP��$OO� [
V�DUH�
\�
V�� ZKHQ�WKHUH�DUH�VRPH�[
V�� %XW�WKLV�LV� LQHIIHFWXDO��)RU� LI�
HPSW\�SULQFLSOHV�DUH�H[FOXGHG��WKH�IROORZLQJ�QRQ�HPSW\�SULQFLSOHV�
PD\�EH�XVHG�LQ�WKH�FDVH�JLYHQ�ZLWK�WKH�VDPH�UHVXOW��
(YHU\WKLQJ�WKDW�LV�HLWKHU�D�UDGLDWRU�WKDW�IUHH]HV�EXW�GRHV�QRW�UHDFK�EHORZ�����
)���RU�WKDW�LV�D�VRDS�EXEEOH��EUHDNV��
(YHU\WKLQJ�WKDW�LV�HLWKHU�D�UDGLDWRU�WKDW�IUHH]HV�EXW�GRHV�QRW�UHDFK�EHORZ�����
3���RU�LV�SRZGHU��GRHV�QRW�EUHDN��
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%\�WKHVH�SULQFLSOHV�ZH�FDQ�LQIHU�DQ\�FRQVHTXHQW�IURP�WKH�$�DQG�6�
LQ�TXHVWLRQ��

7KH�RQO\�FRXUVH�OHIW�RSHQ�WR�XV�VHHPV�WR�EH�WR�GHILQH�UHOHYDQW�
FRQGLWLRQV�DV�WKH�VHW�RI�DOO�WUXH�VWDWHPHQWV�HDFK�RI�ZKLFK�LV�ERWK�
ORJLFDOO\�DQG�QRQ�ORJLFDOO\�FRPSDWLEOH�ZLWK�$�ZKHUH�QRQ�ORJLFDO�LQ��
FRPSDWLELOLW\�PHDQV�YLRODWLRQ�RI�D�QRQ�ORJLFDO�ODZ��� %XW�DQRWKHU�
GLIILFXOW\�LPPHGLDWHO\�DSSHDUV�� ,Q�D�FRXQWHUIDFWXDO�EHJLQQLQJ�
,I�-RQHV�ZHUH�LQ�&DUROLQD���� �� ��

WKH�DQWHFHGHQW�LV�HQWLUHO\�FRPSDWLEOH�ZLWK�
-RQHV�LV�QRW�LQ�6RXWK�&DUROLQD�

DQG�ZLWK�

-RQHV�LV�QRW�LQ�1RUWK�&DUROLQD�

DQG�ZLWK�
1RUWK�&DUROLQD�SOXV�6RXWK�&DUROLQD�LV�LGHQWLFDO�ZLWK�&DUROLQD��

EXW�DOO�WKHVH�WDNHQ�WRJHWKHU�ZLWK�WKH�DQWHFHGHQW�PDNH�D�VHW�WKDW�LV�
VHOI�LQFRPSDWLEOH��VR�WKDW�DJDLQ�DQ\�FRQVHTXHQW�ZRXOG�EH�IRUWK��
FRPLQJ��

&OHDUO\�LW�ZLOO�QRW�KHOS�WR�UHTXLUH�RQO\�WKDW�IRU�VRPH�VHW�6� RI�
WUXH�VHQWHQFHV��$� 6�EH�VHOI�FRPSDWLEOH�DQG�OHDG�E\�ODZ�WR�WKH�FRQVH��
TXHQW��IRU�WKLV�ZRXOG�PDNH�D�WUXH�FRXQWHUIDFWXDO�RI�
,I�-RQHV�ZHUH�LQ�&DUROLQD��KH�ZRXOG�EH�LQ�6RXWK�&DUROLQD��

DQG�DOVR�RI�
,I�-RQHV�ZHUH�LQ�&DUROLQD��KH�ZRXOG�EH�LQ�1RUWK�&DUROLQD��

ZKLFK�FDQ�QRW�ERWK�EH�WUXH��
,W�VHHPV�WKDW�ZH�PXVW�HODERUDWH�RXU�FULWHULRQ�VWLOO�IXUWKHU��WR�

FKDUDFWHUL]H�D�FRXQWHUIDFWXDO�DV�WUXH�LI�DQG�RQO\�LI�WKHUH�LV�VRPH�VHW�
6�RI�WUXH�VWDWHPHQWV�VXFK�WKDW�$� 6�LV�VHOI�FRPSDWLEOH�DQG�OHDGV�E\�
ODZ�WR�WKH�FRQVHTXHQW��ZKLOH�WKHUH�LV�QR�VXFK�VHW�6
�VXFK�WKDW�$'6
�
LV�VHOI�FRPSDWLEOH�DQG�OHDGV�E\�ODZ�WR�WKH�QHJDWH�RI�WKH�FRQVHTXHQW���
8QIRUWXQDWHO\�HYHQ�WKLV�LV�QRW�HQRXJK�� )RU�DPRQJ�WUXH�VHQWHQFHV�
ZLOO�EH�WKH�QHJDWH�RI�WKH�FRQVHTXHQW���� &�� ,V� �� &� FRPSDWLEOH�
ZLWK�$�RU�QRW"� ,I�QRW��WKHQ�$�DORQH�ZLWKRXW�DQ\�DGGLWLRQDO�FRQGL��

��7KLV�RI�FRXUVH�UDLVHV�YHU\�VHULRXV�TXHVWLRQV��ZKLFK�,� VKDOO�FRPH�WR�SUHV��
HQWO\��DERXW�WKH�QDWXUH�RI�QRQ�ORJLFDO�ODZ��

��1RWH�WKDW�WKH�UHTXLUHPHQW�WKDW�$��6� EH� VHOI�FRPSDWLEOH�FDQ� EH�IXOILOOHG�
RQO\�LI�WKH�DQWHFHGHQW�LV�VHOI�FRPSDWLEOH��KHQFH�WKH�FRQGLWLRQDOV�,� KDYH�FDOOHG�
&FRXQWHUOHJDOV��ZLOO�DOO�EH�IDOVH�� 7KLV�LV�FRQYHQLHQW�IRU�RXU�SUHVHQW�SXUSRVH�
RI�LQYHVWLJDWLQJ�FRXQWHUIDFWXDOV�WKDW�DUH�QRW�FRXQWHUOHJDOV�� ,I�LW�ODWHU�DSSHDUV�
GHVLUDEOH�WR�UHJDUG�DOO�RU�VRPH�FRXQWHUOHJDOV�DV�WUXH��VSHFLDO�SURYLVLRQV�PD\�EH�
LQWURGXFHG��
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WLRQV�PXVW�OHDG�E\�ODZ�WR�&�� %XW�LI��� &�LV�FRPSDWLEOH�ZLWK�$� �DV�
LQ�PRVW�FDVHV���WKHQ�LI�ZH�WDNH��� &�DV�RXU�6��WKH�FRQMXQFWLRQ�$�6�
ZLOO�JLYH�XV��� &�� 7KXV�WKH�FULWHULRQ�ZH�KDYH�VHW�XS�ZLOO�VHOGRP�EH�
VDWLVILHG��IRU�VLQFH��&� ZLOO�QRUPDOO\�EH�FRPSDWLEOH�ZLWK�$�DV� WKH�
QHHG�IRU�LQWURGXFLQJ�WKH�UHOHYDQW�FRQGLWLRQV�WHVWLILHV�WKHUH�ZLOO�
QRUPDOO\�EH�DQ�$� �QDPHO\���� &�� VXFK�WKDW�$�'6�LV�VHOI�FRPSDWLEOH�
DQG�OHDGV�E\�ODZ�WR��� &��

3DUW�RI�RXU�WURXEOH�OLHV�LQ�WDNLQJ�WRR�QDUURZ�D� YLHZ�RI�RXU�
SUREOHP��:H�KDYH�EHHQ�WU\LQJ�WR�OD\�GRZQ�FRQGLWLRQV�XQGHU�ZKLFK�
DQ�$�WKDW�LV�NQRZQ�WR�EH�IDOVH�OHDGV�WR�D�&�WKDW�LV�NQRZQ�WR�EH�IDOVH��
EXW�LW�LV�HTXDOO\�LPSRUWDQW�WR�PDNH�VXUH�WKDW�RXU�FULWHULRQ�GRHV�QRW�
HVWDEOLVK�D�VLPLODU�FRQQHFWLRQ�EHWZHHQ�RXU�$�DQG�WKH��WUXH��QHJDWH�
RI�&�� %HFDXVH�RXU�6� WRJHWKHU�ZLWK�$�ZDV�WR�EH�VR�FKRVHQ�DV�WR�
JLYH�XV�&��LW�VHHPHG�JUDWXLWRXV�WR�VSHFLI\�WKDW�6�PXVW�EH�FRPSDWLEOH�
ZLWK�&�� DQG�EHFDXVH��� &�LV�WUXH�E\�VXSSRVLWLRQ��6�ZRXOG�QHFHV��
VDULO\�EH�FRPSDWLEOH�ZLWK�LW�� %XW�ZH�DUH�WHVWLQJ�ZKHWKHU�RXU�FUL��
WHULRQ�QRW�RQO\�DGPLWV�WKH�WUXH�FRXQWHUIDFWXDO�ZH�DUH�FRQFHUQHG�
ZLWK�EXW�DOVR�H[FOXGHV�WKH�RSSRVLQJ�FRQGLWLRQDO��$FFRUGLQJO\��RXU�
FULWHULRQ�PXVW�EH�PRGLILHG�E\�VSHFLI\LQJ�WKDW�6�EH�FRPSDWLEOH�ZLWK�
ERWK�&� DQG� �� &��� ,Q� RWKHU�ZRUGV��6� E\�LWVHOI�PXVW�QRW�GHFLGH�
EHWZHHQ�&�DQG��� &��EXW�6�WRJHWKHU�ZLWK�$�PXVW�OHDG�WR�&�EXW�QRW�
WR��� &�� :H�QHHG�QRW�NQRZ�ZKHWKHU�&�LV�WUXH�RU�IDOVH��

2XU�UXOH�WKXV�UHDGV�WKDW�D�FRXQWHUIDFWXDO�LV��WUXH�LI�DQG�RQO\�LI�
WKHUH�LV�VRPH�VHW�6�RI�WUXH�VHQWHQFHV�VXFK�WKDW�6�LV�FRPSDWLEOH�ZLWK�
&�DQG�ZLWK��� &��DQG�VXFK�WKDW�$�6� LV�VHOI�FRPSDWLEOH�DQG�OHDGV�
E\�ODZ�WR�&��ZKLOH�WKHUH�LV�QR�VHW�6
� FRPSDWLEOH�ZLWK�&�DQG�ZLWK�
�� &��DQG�VXFK�WKDW�$� 6
� LV�VHOI�FRPSDWLEOH�DQG�OHDGV�E\�ODZ�WR�
�� &�� $V�WKXV�VWDWHG��WKH�UXOH�LQYROYHV�D�FHUWDLQ�UHGXQGDQF\��EXW�
VLPSOLILFDWLRQ�LV�QRW�LQ�SRLQW�KHUH��IRU�WKH�FULWHULRQ�LV�VWLOO�LQ��
DGHTXDWH��

7KH�UHTXLUHPHQW�WKDW�$�
�6� EH� VHOI�FRPSDWLEOH�LV� QRW�VWURQJ�
HQRXJK��IRU�6�PLJKW�FRPSULVH�WUXH�VHQWHQFHV�WKDW�DOWKRXJK�FRP��
SDWLEOH�ZLWK�$��ZHUH�VXFK�WKDW�WKH\�ZRXOG�QRW�EH�WUXH�LI�$�ZHUH�
WUXH�� )RU�WKLV�UHDVRQ��PDQ\�VWDWHPHQWV�WKDW�ZH�ZRXOG�UHJDUG�DV�
GHILQLWHO\�IDOVH�ZRXOG�EH�WUXH�DFFRUGLQJ�WR�WKH�VWDWHG�FULWHULRQ��
$V�DQ�H[DPSOH��FRQVLGHU�WKH�IDPLOLDU�FDVH�ZKHUH�IRU�D�JLYHQ�PDWFK�
0��ZH�ZRXOG�DIILUP�
�,�� ,I�PDWFK�0�KDG�EHHQ�VFUDWFKHG��LW�ZRXOG�KDYH�OLJKWHG��

�� ,W� LV�QDWXUDO�WR�LQTXLUH�ZKHWKHU�IRU�VLPLODU�UHDVRQV�ZH�VKRXOG�VWLSXODWH�
WKDW�6�PXVW�EH�FRPSDWLEOH�ZLWK�ERWK�$�DQG��� $��EXW�WKLV�LV�XQQHFHVVDU\�� )RU�
LI�6� LV�LQFRPSDWLEOH�ZLWK���$�� WKHQ�$�IROORZV�IURP�6�� WKHUHIRUH�LI�6� LV�FRP��
SDWLEOH�ZLWK�ERWK�&�DQG��� &��WKHQ�$�6�FDQ�QRW�OHDG�E\�ODZ�WR�RQH�EXW�QRW�WKH�
RWKHU�� +HQFH�QR�VHQWHQFH�LQFRPSDWLEOH�ZLWK��� $�FDQ�VDWLVI\�WKH�RWKHU�UHTXLUH��
PHQWV�IRU�D� VXLWDEOH�6��
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EXW�GHQ\�
�,,�� ,I�PDWFK�0�KDG�EHHQ�VFUDWFKHG��LW�ZRXOG�QRW�KDYH�EHHQ�GU\���

$FFRUGLQJ�WR�RXU�WHQWDWLYH�FULWHULRQ��VWDWHPHQW�,,� ZRXOG�EH�TXLWH�
DV�WUXH�DV�VWDWHPHQW�,�� )RU�LQ�WKH�FDVH�RI�,,��ZH�PD\�WDNH�DV�DQ�
HOHPHQW�LQ�RXU�6�WKH�WUXH�VHQWHQFH�
0DWFK�0�GLG�QRW�OLJKW��

ZKLFK�LV�SUHVXPDEO\�FRPSDWLEOH�ZLWK�$� �RWKHUZLVH�QRWKLQJ�ZRXOG�
EH�UHTXLUHG�DORQJ�ZLWK�$�WR�UHDFK�WKH�RSSRVLWH�DV�WKH�FRQVHTXHQW�RI�
WKH�WUXH�FRXQWHUIDFWXDO�VWDWHPHQW��,��� $V�RXU�WRWDO�$� 6�ZH�PD\�
KDYH�
0DWFK�0�LV�VFUDWFKHG��,W�GRHV�QRW�OLJKW��,W�LV�ZHOO�PDGH�� 2[\JHQ�HQRXJK�LV�
SUHVHQW�������HWF���

DQG�IURP�WKLV��E\�PHDQV�RI�D�OHJLWLPDWH�JHQHUDO�ODZ��ZH�FDQ�LQIHU�
,W�ZDV�QRW�GU\�

DQG�WKHUH�ZRXOG�VHHP�WR�EH�QR�VXLWDEOH�VHW�RI�VHQWHQFHV�6
�VXFK�WKDW�
$� 6
� OHDGV�E\�ODZ�WR�WKH�QHJDWH�RI�WKLV�FRQVHTXHQW��+HQFH�WKH�
XQZDQWHG�FRXQWHUIDFWXDO�LV�HVWDEOLVKHG�LQ�DFFRUG�ZLWK�RXU�UXOH��
7KH�WURXEOH�LV�FDXVHG�E\�LQFOXGLQJ�LQ�RXU�6�D�WUXH�VWDWHPHQW�ZKLFK�
WKRXJK�FRPSDWLEOH�ZLWK�$�ZRXOG�QRW�EH�WUXH�LI�$�ZHUH�� $FFRUG��
LQJO\�ZH�PXVW�H[FOXGH�VXFK�VWDWHPHQWV�IURP�WKH�VHW�RI�UHOHYDQW�
FRQGLWLRQV��6��LQ�DGGLWLRQ�WR�VDWLVI\LQJ�WKH�RWKHU�UHTXLUHPHQWV�DO��
UHDG\�ODLG� GRZQ��PXVW�EH� QRW�PHUHO\�FRPSDWLEOH�ZLWK�$� EXW�
�MRLQWO\�WHQDEOH��RU��FRWHQDEOH��ZLWK�$�� $�LV�FRWHQDEOH�ZLWK�6��
DQG�WKH�FRQMXQFWLRQ�$� 6�VHOI�FRWHQDEOH��LI�LW�LV�QRW�WKH�FDVH�WKDW�6�
ZRXOG�QRW�EH�WUXH�LI�$�ZHUH���

3DUHQWKHWLFDOO\�LW�PD\�EH�QRWHG�WKDW�WKH�UHODWLYH�IL[LW\�RI�FRQGL��
WLRQV�LV�RIWHQ�XQFOHDU��VR�WKDW�WKH�VSHDNHU�RU�ZULWHU�KDV�WR�PDNH�
H[SOLFLW�DGGLWLRQDO�SURYLVRV�RU�JLYH�VXEWOH�YHUEDO�FOXHV�DV� WR�KLV�
PHDQLQJ�� )RU�H[DPSOH��HDFK�RI�WKH�IROORZLQJ�WZR�FRXQWHUIDFWXDOV�
ZRXOG�QRUPDOO\�EH�DFFHSWHG��

��2I�FRXUVH��VRPH�VHQWHQFHV�VLPLODU�WR�,,��UHIHUULQJ�WR�RWKHU�PDWFKHV�XQGHU�
VSHFLDO�FRQGLWLRQV��PD\�EH�WUXH��EXW�WKH�REMHFWLRQ�WR�WKH�SURSRVHG�FULWHULRQ�LV�
WKDW�LW�ZRXOG�FRPPLW�XV�WR�PDQ\�VXFK�VWDWHPHQWV�WKDW�DUH�SDWHQWO\�IDOVH�� ,�DP�
LQGHEWHG�WR�0RUWRQ�*��:KLWH�IRU�D� VXJJHVWLRQ�FRQFHUQLQJ�WKH�H[SRVLWLRQ�RI�
WKLV�SRLQW��

��7KH�GRXEOH�QHJDWLYH�FDQ�QRW�EH�HOLPLQDWHG�KHUH��IRU���� �� ��LI�6�ZRXOG�EH�
WUXH�LI�$�ZHUH��DFWXDOO\�FRQVWLWXWHV�D�VWURQJHU�UHTXLUHPHQW��$V�ZH�QRWHG�HDU��
OLHU��IRRWQRWH�����LI�WZR�FRQGLWLRQDOV�KDYLQJ�WKH�VDPH�FRXQWHUIDFWXDO�DQWHFHGHQW�
DUH�VXFK�WKDW�WKH�FRQVHTXHQW�RI�RQH�LV�WKH�QHJDWH�RI�WKH�FRQVHTXHQW�RI�WKH�
RWKHU��WKH�FRQGLWLRQDOV�DUH�FRQWUDULHV�DQG�ERWK�PD\�EH�IDOVH�� 7KLV�ZLOO�EH�WKH�
FDVH��IRU�H[DPSOH��LI�HYHU\�RWKHUZLVH�VXLWDEOH�VHW�RI�UHOHYDQW�FRQGLWLRQV�WKDW�LQ�
FRQMXQFWLRQ�ZLWK�WKH�DQWHFHGHQW�OHDGV�E\�ODZ�HLWKHU�WR�D�JLYHQ�FRQVHTXHQW�RU�
LWV�QHJDWH�OHDGV�DOVR�WR�WKH�RWKHU��
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,I�1HZ�<RUN�&LW\�ZHUH�LQ�*HRUJLD��WKHQ�1HZ�<RUN�&LW\�ZRXOG�EH�LQ�WKH�6RXWK��
,I�*HRUJLD�LQFOXGHG�1HZ�<RUN�&LW\��WKHQ�*HRUJLD�ZRXOG�QRW�EH�HQWLUHO\�LQ�WKH�
6RXWK��

<HW�WKH�DQWHFHGHQWV�DUH�ORJLFDOO\�LQGLVWLQJXLVKDEOH��:KDW�KDSSHQV�
LV�WKDW�WKH�GLUHFWLRQ�RI�H[SUHVVLRQ�EHFRPHV�LPSRUWDQW��EHFDXVH�LQ�
WKH�IRUPHU�FDVH�WKH�PHDQLQJ�LV�

,I�1HZ�<RUN�&LW\�ZHUH�LQ�*HRUJLD��DQG�WKH�ERXQGDULHV�RI�*HRUJLD�UHPDLQHG�
XQFKDQJHG��WKHQ�������

ZKLOH�LQ�WKH�ODWWHU�FDVH�WKH�PHDQLQJ�LV�

,I�*HRUJLD�LQFOXGHG�1HZ�<RUN�&LW\��DQG�WKH�ERXQGDULHV�RI�1HZ�<RUN�&LW\�UH��
PDLQHG�XQFKDQJHG��WKHQ�������

:LWKRXW�VRPH�VXFK�FXH�WR�WKH�PHDQLQJ�DV�LV�FRYHUWO\�JLYHQ�E\�WKH�
ZRUG�RUGHU��ZH�VKRXOG�EH�TXLWH�XQFHUWDLQ�ZKLFK�RI�WKH�WZR�FRQVH��
TXHQWV�LQ�TXHVWLRQ�FRXOG�EH�WUXO\�DWWDFKHG�� 7KH�VDPH�NLQG�RI�H[��
SODQDWLRQ�DFFRXQWV�IRU�WKH�SDUDGR[LFDO�SDLUV�RI�FRXQWHULGHQWLFDOV�
PHQWLRQHG�HDUOLHU��

5HWXUQLQJ�QRZ�WR�WKH�SURSRVHG�UXOH��,�VKDOO�QHLWKHU�RIIHU�IXUWKHU�
FRUUHFWLRQV�RI�GHWDLO�QRU�GLVFXVV�ZKHWKHU�WKH�UHTXLUHPHQW�WKDW�6�
EH�FRWHQDEOH�ZLWK�$�PDNHV�VXSHUIOXRXV�VRPH�RWKHU�SURYLVLRQV�RI�WKH�
FULWHULRQ��IRU�VXFK�PDWWHUV�EHFRPH�UDWKHU�XQLPSRUWDQW�EHVLGH�WKH�
UHDOO\�VHULRXV�GLIILFXOW\�WKDW�QRZ�FRQIURQWV�XV�� ,Q�RUGHU�WR�GHWHU��
PLQH�WKH�WUXWK�RI�D�JLYHQ�FRXQWHUIDFWXDO�LW�VHHPV�WKDW�ZH�KDYH�WR�
GHWHUPLQH��DPRQJ�RWKHU�WKLQJV��ZKHWKHU�WKHUH�LV�D�VXLWDEOH�6� WKDW�
LV�FRWHQDEOH�ZLWK�$�DQG�PHHWV�FHUWDLQ�IXUWKHU�UHTXLUHPHQWV��%XW�
LQ�RUGHU�WR�GHWHUPLQH�ZKHWKHU�RU�QRW�D�JLYHQ�6�LV�FRWHQDEOH�ZLWK�$��
ZH�KDYH�WR�GHWHUPLQH�ZKHWKHU�RU�QRW�WKH�FRXQWHUIDFWXDO��,I�$�ZHUH�
WUXH��WKHQ�6�ZRXOG�QRW�EH�WUXH��LV�LWVHOI�WUXH�� %XW�WKLV�PHDQV�GH��
WHUPLQLQJ�ZKHWKHU�RU�QRW�WKHUH�LV�D�VXLWDEOH�6���FRWHQDEOH�ZLWK�$��
WKDW�OHDGV�WR��� 6�DQG�VR�RQ�� 7KXV�ZH�ILQG�RXUVHOYHV�LQYROYHG�LQ�DQ�
LQILQLWH�UHJUHVVXV�RU�D�FLUFOH��IRU�FRWHQDELOLW\�LV�GHILQHG�LQ�WHUPV�RI�
FRXQWHUIDFWXDOV��\HW�WKH�PHDQLQJ�RI�FRXQWHUIDFWXDOV�LV�GHILQHG�LQ�
WHUPV�RI�FRWHQDELOLW\��,Q� RWKHU�ZRUGV�WR�HVWDEOLVK�DQ\�FRXQWHU��
IDFWXDO��LW�VHHPV�WKDW�ZH�ILUVW�KDYH�WR�GHWHUPLQH�WKH�WUXWK�RI�DQ��
RWKHU�� ,I�VR��ZH�FDQ�QHYHU�H[SODLQ�D�FRXQWHUIDFWXDO�H[FHSW�LQ�WHUPV�
RI�RWKHUV��VR�WKDW�WKH�SUREOHP�RI�FRXQWHUIDFWXDOV�PXVW�UHPDLQ�
XQVROYHG��

7KRXJK�XQZLOOLQJ�WR�DFFHSW�WKLV�FRQFOXVLRQ��,�GR�QRW�DW�SUHVHQW�
VHH�DQ\�ZD\�RI�PHHWLQJ�WKH�GLIILFXOW\��2QH�QDWXUDOO\�WKLQNV�RI�UH��
YLVLQJ�WKH�ZKROH�WUHDWPHQW�RI�FRXQWHUIDFWXDOV�LQ�VXFK�D�ZD\�DV�WR�
DGPLW�ILUVW�WKRVH�WKDW�GHSHQG�RQ�QR�FRQGLWLRQV�RWKHU�WKDQ�WKH�DQWH��
FHGHQW��DQG�WKHQ�XVH�WKHVH�FRXQWHUIDFWXDOV�DV�WKH�FULWHULD�IRU�WKH�
FRWHQDELOLW\�RI�UHOHYDQW�FRQGLWLRQV�ZLWK�DQWHFHGHQWV�RI�RWKHU�FRXQ��
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WHUIDFWXDOV��DQG�VR�RQ�� %XW�WKLV�LGHD�VHHPV�LQLWLDOO\�UDWKHU�XQ��
SURPLVLQJ�LQ�YLHZ�RI�WKH�IRUPLGDEOH�GLIILFXOWLHV�RI�DFFRXQWLQJ�E\�
VXFK�D�VWHS�E\�VWHS�PHWKRG�IRU�HYHQ�VR�VLPSOH�D�FRXQWHUIDFWXDO�DV��
,I�WKH�PDWFK�KDG�EHHQ�VFUDWFKHG��LW�ZRXOG�KDYH�OLJKWHG��

,,,�� 7+(�352%/(0�2)�/$:�
(YHQ�PRUH�VHULRXV�LV�WKH�VHFRQG�RI�WKH�SUREOHPV�PHQWLRQHG�HDU��

OLHU��WKH�QDWXUH�RI�WKH�JHQHUDO�VWDWHPHQWV�WKDW�HQDEOH�XV�WR�LQIHU�
WKH�FRQVHTXHQW�XSRQ�WKH�EDVLV�RI�WKH�DQWHFHGHQW�DQG�WKH�VWDWHPHQW�
RI�UHOHYDQW�FRQGLWLRQV��7KH�GLVWLQFWLRQ�EHWZHHQ�WKHVH�FRQQHFWLQJ�
SULQFLSOHV�DQG�UHOHYDQW�FRQGLWLRQV�LV�LPSUHFLVH�DQG�DUELWUDU\��WKH�
��FRQQHFWLQJ�SULQFLSOHV��PLJKW�EH� FRQMRLQHG�WR� WKH�FRQGLWLRQ��
VWDWHPHQWV��DQG�WKH�UHODWLRQ�RI�WKH�DQWHFHGHQW�FRQMXQFWLRQ��$'6��
WR�WKH�FRQVHTXHQW�WKXV�PDGH�D�PDWWHU�RI�ORJLF�� %XW�WKH�VDPH�SURE��
OHPV�ZRXOG�DULVH�DV�WR�WKH�NLQG�RI�SULQFLSOH�WKDW�LV�FDSDEOH�RI�VXS��
SRUWLQJ�D�FRXQWHUIDFWXDO��DQG�LW�LV�FRQYHQLHQW�WR�FRQVLGHU�WKH�FRQ��
QHFWLQJ�SULQFLSOHV�VHSDUDWHO\��

,Q�RUGHU�WR�LQIHU�WKH�FRQVHTXHQW�RI�D�FRXQWHUIDFWXDO�IURP�WKH�
DQWHFHGHQW�$�DQG�D�VXLWDEOH�VWDWHPHQW�RI�UHOHYDQW�FRQGLWLRQV�6��ZH�
PDNH�XVH�RI�D�JHQHUDO�VWDWHPHQW��QDPHO\��WKH�JHQHUDOL]DWLRQ���RI�WKH�
FRQGLWLRQDO�KDYLQJ�$� 6�IRU�DQWHFHGHQW�DQG�&�IRU�FRQVHTXHQW��)RU�
H[DPSOH��LQ�WKH�FDVH�RI�
,I�WKH�PDWFK�KDG�EHHQ�VFUDWFKHG��LW�ZRXOG�KDYH�OLJKWHG�

WKH�FRQQHFWLQJ�SULQFLSOH�LV�

(YHU\�PDWFK�WKDW�LV�VFUDWFKHG��ZHOO�PDGH��GU\�HQRXJK��LQ�HQRXJK�R[\JHQ��HWF���
OLJKWV��

%XW�QRWLFH�WKDW�QRW�HYHU\�FRXQWHUIDFWXDO�LV�DFWXDOO\�VXSSRUWHG�E\�
WKH�SULQFLSOH�WKXV�DUULYHG�DW��HYHQ�LI�WKDW�SULQFLSOH�LV�WUXH�� 6XS��
SRVH��IRU�H[DPSOH��WKDW�DOO�,�KDG�LQ�P\�ULJKW�SRFNHW�RQ�9�(� GD\�ZDV�
D�JURXS�RI�VLOYHU�FRLQV�� 1RZ�ZH�ZRXOG�QRW�XQGHU�QRUPDO�FLUFXP��
VWDQFHV�DIILUP�RI�D�JLYHQ�SHQQ\�3�
,I�3� KDG�EHHQ�LQ�P\�SRFNHW�RQ�9�(� GD\��3�ZRXOG�KDYH�EHHQ�VLOYHU��

��7KH�VHQVH�RI��JHQHUDOL]DWLRQ�� LQWHQGHG�KHUH�LV�WKDW�H[SODLQHG�E\�&��*��
+HPSHO� LQ� ��$� 3XUHO\� 6\QWDFWLFDO�'HILQLWLRQ�RI� &RQILUPDWLRQ���-RXUQDO�RI�
6\PEROLF�/RJLF��9RO���� �������� SS�����������

���7KH�DQWHFHGHQW�LQ�WKLV�H[DPSOH�LV� LQWHQGHG�WR�PHDQ��,I� 3�� ZKLOH�UH��
PDLQLQJ�GLVWLQFW�IURP�WKH�WKLQJV�WKDW�ZHUH�LQ�IDFW�LQ�P\�SRFNHW�RQ�9�(� GD\��
KDG�DOVR�EHHQ�LQ�P\�SRFNHW�WKHQ���DQG�QRW�WKH�TXLWH�GLIIHUHQW��FRXQWHULGHQWLFDO�
�,I� 3� KDG�EHHQ�LGHQWLFDO�ZLWK�RQH�RI�WKH�WKLQJV�WKDW�ZHUH�LQ�P\�SRFNHW�RQ�
9�(� GD\���� :KLOH�WKH�DQWHFHGHQWV�RI�PRVW�FRXQWHUIDFWXDOV��DV�� DJDLQ�� RXU�
IDPLOLDU�RQH�DERXW�WKH�PDWFK�� DUH�OLWHUDOO\� VSHDNLQJ�RSHQ� WR�ERWK�VRUWV�RI�
LQWHUSUHWDWLRQ��RUGLQDU\�XVDJH�QRUPDOO\�FDOOV�IRU�VRPH�H[SOLFLW�LQGLFDWLRQ�ZKHQ�
WKH�FRXQWHULGHQWLFDO�PHDQLQJ�LV�LQWHQGHG��
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HYHQ�WKRXJK�IURP�

3�ZDV�LQ�P\�SRFNHW�RQ�9�(�GD\�

ZH�FDQ�LQIHU�WKH�FRQVHTXHQW�E\�PHDQV�RI�WKH�JHQHUDO�VWDWHPHQW�

(YHU\WKLQJ�LQ�P\�SRFNHW�RQ�9�(�GD\�ZDV�VLOYHU��

2Q�WKH�FRQWUDU\��ZH�ZRXOG�DVVHUW�WKDW�LI�3�KDG�EHHQ�LQ�P\�SRFNHW��
WKHQ�WKLV�JHQHUDO�VWDWHPHQW�ZRXOG�QRW�EH�WUXH�� 7KH�JHQHUDO�VWDWH��
PHQW�ZLOO�QRW�SHUPLW�XV�WR�LQIHU�WKH�JLYHQ�FRQVHTXHQW�IURP�WKH�FRXQ��
WHUIDFWXDO�DVVXPSWLRQ�WKDW�3�ZDV�LQ�P\�SRFNHW��EHFDXVH�WKH�JHQHUDO�
VWDWHPHQW�ZLOO�QRW�LWVHOI�ZLWKVWDQG�WKDW�FRXQWHUIDFWXDO�DVVXPSWLRQ��
7KRXJK�WKH�VXSSRVHG�FRQQHFWLQJ�SULQFLSOH�LV�LQGHHG�JHQHUDO��WUXH��
DQG�SHUKDSV�HYHQ�IXOO\�FRQILUPHG�E\�REVHUYDWLRQ�RI�DOO�FDVHV��LW�LV�
LQFDSDEOH�RI�VXSSRUWLQJ�D�FRXQWHUIDFWXDO�EHFDXVH�LW�UHPDLQV�D�GH��
VFULSWLRQ�RI�DFFLGHQWDO�IDFW��QRW�D�ODZ�� 7KH�WUXWK�RI�D�FRXQWHUIDF��
WXDO�FRQGLWLRQDO�WKXV�VHHPV�WR�GHSHQG�RQ�ZKHWKHU�WKH�JHQHUDO�VHQ��
WHQFH�UHTXLUHG�IRU�WKH�LQIHUHQFH�LV�D�ODZ�RU�QRW�� ,I�VR��RXU�SUREOHP�
LV�WR�GLVWLQJXLVK�DFFXUDWHO\�EHWZHHQ�FDXVDO�ODZV�DQG�FDVXDO�IDFWV���

7KH�SUREOHP�LOOXVWUDWHG�E\�WKH�H[DPSOH�RI�WKH�FRLQV�LV�FORVHO\�
UHODWHG�WR�WKDW�ZKLFK�OHG�XV�HDUOLHU�WR�UHTXLUH�WKH�FRWHQDELOLW\�RI�
WKH�DQWHFHGHQW�DQG�WKH�UHOHYDQW�FRQGLWLRQV��LQ�RUGHU�WR�DYRLG�UHVWLQJ�
D� FRXQWHUIDFWXDO�RQ�DQ\�VWDWHPHQW�WKDW�ZRXOG�QRW�EH�WUXH�LI�WKH�
DQWHFHGHQW�ZHUH�WUXH�� %XW�GHFLVLRQ�DV�WR�WKH�FRWHQDELOLW\�RI�WZR�
VHQWHQFHV�PXVW�GHSHQG�XSRQ�GHFLVLRQV�DV�WR�ZKHWKHU�RU�QRW�FHUWDLQ�
JHQHUDO�VWDWHPHQWV�DUH�ODZV��DQG�ZH�DUH�QRZ�FRQFHUQHG�GLUHFWO\�
ZLWK�WKH�ODWWHU�SUREOHP�� ,V�WKHUH�VRPH�ZD\�RI�GLVWLQJXLVKLQJ�ODZV�
IURP�QRQ�ODZV�DPRQJ�WUXH�XQLYHUVDO�VWDWHPHQWV�RI�WKH�NLQG�LQ�TXHV��
WLRQ��VXFK�WKDW�D�ODZ�ZLOO�EH�WKH�VRUW�RI�SULQFLSOH�WKDW�ZLOO�VXSSRUW�
D�FRXQWHUIDFWXDO�FRQGLWLRQDO�ZKLOH�D�QRQ�ODZ�ZLOO�QRW"�

$Q\�DWWHPSW�WR�GUDZ�WKH�GLVWLQFWLRQ�E\�UHIHUHQFH�WR�D�QRWLRQ�
RI�FDXVDWLYH�IRUFH�FDQ�EH�GLVPLVVHG�DW�RQFH�DV�XQVFLHQWLILF��$QG�
LW�LV�FOHDU�WKDW�QR�SXUHO\�V\QWDFWLFDO�FULWHULRQ�FDQ�EH�DGHTXDWH��IRU�
HYHQ�WKH�PRVW�VSHFLDO�GHVFULSWLRQV�RI�SDUWLFXODU�IDFWV�FDQ�EH�FDVW�
LQ�D�IRUP�KDYLQJ�DQ\�GHVLUHG�GHJUHH�RI�V\QWDFWLFDO�XQLYHUVDOLW\��
�%RRN�%�LV�VPDOO��EHFRPHV��(YHU\WKLQJ�WKDW�LV�4�LV�VPDOO��LI��4��
VWDQGV�IRU�VRPH�SUHGLFDWH�WKDW�DSSOLHV�XQLTXHO\�WR�%�� :KDW�WKHQ�
GRHV�GLVWLQJXLVK�D�ODZ�OLNH�

$OO�EXWWHU�PHOWV�DW������)��

���7KH�LPSRUWDQFH�RI�GLVWLQJXLVKLQJ�ODZV�IURP�QRQ�ODZV�LV�WRR�RIWHQ�RYHU��
ORRNHG��,I�D�FOHDU�GLVWLQFWLRQ�FDQ�EH�GHILQHG��LW�PD\�VHUYH�QRW�RQO\�WKH�SXU��
SRVHV�H[SODLQHG�LQ�WKH�SUHVHQW�SDSHU�EXW�DOVR�PDQ\�RI�WKRVH�IRU�ZKLFK�WKH�LQ��
HUHDVLQJO\�GXELRXV�GLVWLQFWLRQ�EHWZHHQ�DQDO\WLF�DQG�V\QWKHWLF�VWDWHPHQWV�LV�
RUGLQDULO\�VXSSRVHG�WR�EH�QHHGHG��
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IURP�D�WUXH�DQG�JHQHUDO�QRQ�ODZ�OLNH�

$OO�WKH�FRLQV�LQ�P\�SRFNHW�DUH�VLOYHU���

3ULPDULO\��,�ZRXOG�OLNH�WR�VXJJHVW��WKH�IDFW�WKDW�WKH�ILUVW�LV�DFFHSWHG�
DV�WUXH�ZKLOH�PDQ\�FDVHV�RI�LW�UHPDLQ�WR�EH�GHWHUPLQHG��WKH�IXUWKHU��
XQH[DPLQHG�FDVHV�EHLQJ�SUHGLFWHG�WR�FRQIRUP�ZLWK�LW�� 7KH�VHFRQG�
VHQWHQFH��RQ�WKH�FRQWUDU\��LV�DFFHSWHG�DV�D�GHVFULSWLRQ�RI�FRQWLQJHQW�
IDFW�DIWHU�WKH�GHWHUPLQDWLRQ�RI�DOO�FDVHV��QR�SUHGLFWLRQ�RI�DQ\�RI�LWV�
LQVWDQFHV�EHLQJ�EDVHG�XSRQ�LW�� 7KLV�SURSRVDO�UDLVHV�LQQXPHUDEOH�
SUREOHPV��VRPH�RI�ZKLFK�,� VKDOO�FRQVLGHU�SUHVHQWO\��EXW�WKH�LGHD�
EHKLQG�LW�LV�MXVW�WKDW�WKH�SULQFLSOH�ZH�XVH�WR�GHFLGH�FRXQWHUIDFWXDO�
FDVHV�LV�D�SULQFLSOH�ZH�DUH�ZLOOLQJ�WR�FRPPLW�RXUVHOYHV�WR�LQ�GHFLGLQJ�
XQUHDOL]HG�FDVHV�WKDW�DUH�VWLOO�VXEMHFW�WR�GLUHFW�REVHUYDWLRQ��

$V�D�ILUVW�DSSUR[LPDWLRQ�WKHQ��ZH�PLJKW�VD\�WKDW�D�ODZ�LV�D�WUXH�
VHQWHQFH�XVHG�IRU�PDNLQJ�SUHGLFWLRQV��7KDW�ODZV�DUH�XVHG�SUH��
GLFWLYHO\�LV�RI�FRXUVH�D�VLPSOH�WUXLVP��DQG�,�DP�QRW�SURSRVLQJ�LW�DV�
D�QRYHOW\��,�ZDQW�RQO\�WR�HPSKDVL]H�WKH�LGHD�WKDW�UDWKHU�WKDQ�D�
VHQWHQFH�EHLQJ�XVHG�IRU�SUHGLFWLRQ�EHFDXVH�LW�LV�D�ODZ��LW�LV�FDOOHG�D�
ODZ�EHFDXVH�LW�LV�XVHG�IRU�SUHGLFWLRQ��DQG�WKDW�UDWKHU�WKDQ�WKH�ODZ�
EHLQJ�XVHG�IRU�SUHGLFWLRQ�EHFDXVH�LW�GHVFULEHV�D�FDXVDO�FRQQHFWLRQ��
WKH�PHDQLQJ�RI�WKH�FDXVDO�FRQQHFWLRQ�LV�WR�EH�LQWHUSUHWHG�LQ�WHUPV�
RI�SUHGLFWLYHO\�XVHG�ODZV��

%\�WKH�GHWHUPLQDWLRQ�RI�DOO�LQVWDQFHV��,�PHDQ�VLPSO\�WKH�H[DPL��
QDWLRQ�RU�WHVWLQJ�E\�RWKHU�PHDQV�RI�DOO�WKLQJV�WKDW�VDWLVI\�WKH�DQWH��
FHGHQW��WR�GHFLGH�ZKHWKHU�DOO�VDWLVI\�WKH�FRQVHTXHQW�DOVR�� 7KHUH�
DUH�GLIILFXOW�TXHVWLRQV�DERXW�WKH�PHDQLQJ�RI��LQVWDQFH���PDQ\�RI�
ZKLFK�3URIHVVRU�+HPSHO� KDV� LQYHVWLJDWHG��0RVW�RI� WKHVH�DUH�
DYRLGHG�LQ�RXU�SUHVHQW�VWXG\�E\�WKH�IDFW�WKDW�ZH�DUH�FRQFHUQHG�
ZLWK�D�YHU\�QDUURZ�FODVV�RI�VHQWHQFHV��WKRVH�DUULYHG�DW�E\�JHQHUDOL]��
LQJ�FRQGLWLRQDOV�RI�D�FHUWDLQ�NLQG�� 5HPDLQLQJ�SUREOHPV�DERXW�WKH�
PHDQLQJ�RI��LQVWDQFH��,�VKDOO�KDYH�WR�LJQRUH�KHUH�� $V�IRU��GHWHU��
PLQDWLRQ����,�GR�QRW�PHDQ�ILQDO�GLVFRYHU\�RI�WUXWK��EXW�RQO\�HQRXJK�
H[DPLQDWLRQ�WR�UHDFK�D�GHFLVLRQ�DV�WR�ZKHWKHU�D�JLYHQ�VWDWHPHQW�RU�
LWV�QHJDWH�LV�WR�EH� DGPLWWHG�DV� HYLGHQFH�IRU�WKH�K\SRWKHVLV�LQ�
TXHVWLRQ��

7KH�OLPLWHG�VFRSH�RI�RXU�SUHVHQW�SUREOHP�PDNHV�LW�XQLPSRUWDQW�
WKDW�RXU�FULWHULRQ��LI�DSSOLHG�JHQHUDOO\�WR�DOO� VWDWHPHQWV��ZRXOG�
FODVVLI\�DV�ODZV�PDQ\�VWDWHPHQWV�H�J���WUXH�VLQJXODU�SUHGLFWLRQV��
WKDW�ZH�ZRXOG�QRW�QRUPDOO\�FDOO�ODZV��

$�PRUH�SHUWLQHQW�SRLQW�LV�WKH�DSSOLFDWLRQ�RI�WKH�SURSRVHG�FUL��
WHULRQ�WR�YDFXRXV�JHQHUDOLWLHV��$V�WKH�FULWHULRQ�VWDQGV��QR�FRQGL��
WLRQDO�ZLWK�DQ�HPSW\�DQWHFHGHQW�FODVV�ZLOO�EH�D�ODZ��IRU�DOO�LWV�LQ��
VWDQFHV�ZLOO�KDYH�EHHQ�GHWHUPLQHG�SULRU�WR�LWV�DFFHSWDQFH�� 1RZ�
VLQFH�WKH�DQWHFHGHQWV�RI�WKH�VWDWHPHQWV�ZH�DUH�FRQFHUQHG�ZLWK�ZLOO�
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EH�JHQHUDOL]DWLRQV�IURP�VHOI�FRWHQDEOH�DQG�WKHUHIRUH�VHOI�FRPSDWLEOH�
FRQMXQFWLRQV��QRQH�ZLOO�EH�NQRZQ�WR�EH�YDFXRXV����)RU�H[DPSOH��
VLQFH�
0�LV�VFUDWFKHG�� 0�LV�GU\��� �� �� �HWF���

LV�D�VHOI�FRPSDWLEOH�VHW��WKH�DQWHFHGHQW�RI�

)RU�HYHU\�[��LI�[�LV�VFUDWFKHG�DQG�[�LV�GU\��HWF���� WKHQ�[�OLJKWV�

ZLOO�QRW�EH�NQRZQ�WR�EH�IDOVH�� %XW�QRZ�ZH�ZRXOG�VWLOO�ZDQW�WKH�
JHQHUDOL]HG�SULQFLSOH�MXVW�JLYHQ�WR�EH�D�ODZ�LI�LW�VKRXOG�MXVW�KDSSHQ�
WR�EH�WKH�FDVH�WKDW�QRWKLQJ�VDWLVILHV�WKH�DQWHFHGHQW��7KLV�GLVFORVHV�
D�GHIHFW�LQ�RXU�FULWHULRQ��ZKLFK�VKRXOG�EH�DPHQGHG�WR�UHDG�DV�IRO��
ORZV��$�WUXH�VWDWHPHQW�RI�WKH�NLQG�LQ�TXHVWLRQ�LV�D�ODZ�LI�ZH�DFFHSW�
LW�EHIRUH�ZH�NQRZ�WKDW�WKH�LQVWDQFHV�ZH�KDYH�GHWHUPLQHG�DUH�DOO�WKH�
LQVWDQFHV��

)RU�FRQYHQLHQFH��,� VKDOO�XVH�WKH�WHUP��ODZOLNH�� IRU�VHQWHQFHV�
ZKLFK��ZKHWKHU�WKH\�DUH�WUXH�RU�QRW��VDWLVI\�WKH�RWKHU�UHTXLUHPHQWV�
LQ�WKH�GHILQLWLRQ�RI�ODZ�� $�ODZ�LV�WKXV�D�VHQWHQFH�WKDW�LV�ERWK�ODZ��
OLNH�DQG�WUXH��EXW�D�VHQWHQFH�PD\�EH�WUXH�ZLWKRXW�EHLQJ�ODZOLNH��DV�
,�KDYH�LOOXVWUDWHG��RU�ODZOLNH�ZLWKRXW�EHLQJ�WUXH��DV�ZH�DUH�DOZD\V�
OHDUQLQJ�WR�RXU�GLVPD\��

1RZ�WKH�SURSHUW\�RI�ODZOLNHQHVV�DV�VR�IDU�GHILQHG�LV�QRW�RQO\�
UDWKHU�DQ�DFFLGHQWDO�DQG�VXEMHFWLYH�RQH�EXW�DQ�HSKHPHUDO�RQH�WKDW�
VHQWHQFHV�PD\�DFTXLUH�DQG�ORVH�� $V�DQ�H[DPSOH�RI�WKH�XQGHVLUDEOH�
FRQVHTXHQFHV�RI�WKLV�LPSHUPDQHQFH��D�WUXH�VHQWHQFH�WKDW�KDG�EHHQ�
XVHG�SUHGLFWLYHO\�ZRXOG�FHDVH�WR�EH�D� ODZ�ZKHQ�LW�EHFDPH�IXOO\�
WHVWHG�L�H���ZKHQ�QRQH�RI�LWV�LQVWDQFHV�UHPDLQHG�XQGHWHUPLQHG��
7KH�GHILQLWLRQ��WKHQ��PXVW�EH�UHVWDWHG�LQ�VRPH�VXFK�ZD\�DV�WKLV��$�
JHQHUDO�VWDWHPHQW�LV�ODZOLNH�LI�DQG�RQO\�LI�LW�LV�DFFHSWDEOH�SULRU�WR�
WKH�GHWHUPLQDWLRQ�RI�DOO�LWV�LQVWDQFHV�� 7KLV�LV�LPPHGLDWHO\�REMHF��
WLRQDEOH�EHFDXVH��DFFHSWDEOH�� LWVHOI�LV�SODLQO\�D�GLVSRVLWLRQDO�WHUP��
EXW�,�SURSRVH�WR�XVH�LW�RQO\�WHQWDWLYHO\��ZLWK�WKH�LGHD�RI�HOLPLQDWLQJ�
LW�HYHQWXDOO\�E\�PHDQV�RI�D�QRQ�GLVSRVLWLRQDO�GHILQLWLRQ��%HIRUH�
WU\LQJ�WR�DFFRPSOLVK�WKDW��KRZHYHU��ZH�PXVW�IDFH�DQRWKHU�GLIILFXOW\�
LQ�RXU�WHQWDWLYH�FULWHULRQ�RI�ODZOLNHQHVV��

6XSSRVH�WKDW�WKH�DSSURSULDWH�JHQHUDOL]DWLRQ�IDLOV�WR�VXSSRUW�D�
JLYHQ�FRXQWHUIDFWXDO�EHFDXVH�WKDW�JHQHUDOL]DWLRQ��ZKLOH�WUXH��LV�XQ��
ODZOLNH��DV�LV�

(YHU\WKLQJ�LQ�P\�SRFNHW�LV�VLOYHU��

��� +DG� LW�EHHQ�VXIILFLHQW�LQ�WKH�SUHFHGLQJ�VHFWLRQ�WR�UHTXLUH�RQO\�WKDW�$�86�
EH�VHOI�FRPSDWLEOH��WKLV�UHTXLUHPHQW�PLJKW�QRZ�EH�HOLPLQDWHG�LQ�IDYRU�RI�WKH�
VWLSXODWLRQ�WKDW�WKH�JHQHUDOL]DWLRQ�RI�WKH�FRQGLWLRQDO�KDYLQJ�$�6� DV�DQWHFHGHQW�
DQG� &� DV� FRQVHTXHQW�VKRXOG�EH� QRQ�YDFXRXV��EXW�WKLV�VWLSXODWLRQ�ZRXOG�QRW�
JXDUDQWHH�WKH�VHOI�FRWHQDELOLW\�RI�$�6��
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$OO�ZH�ZRXOG�QHHG�GR�WR�JHW�D�ODZ�ZRXOG�EH�WR�EURDGHQ�WKH�DQWH��
FHGHQW�VWUDWHJLFDOO\��&RQVLGHU��IRU�H[DPSOH��WKH�VHQWHQFH�

(YHU\WKLQJ�WKDW�LV�LQ�P\�SRFNHW�RU�LV�D�GLPH�LV�VLOYHU��

6LQFH�ZH�KDYH�QRW�H[DPLQHG�DOO�GLPHV��WKLV�LV�D�SUHGLFWLYH�VWDWHPHQW�
DQG�VLQFH� SUHVXPDEO\�WUXH�ZRXOG�EH�D�ODZ�� 1RZ�LI�ZH�FRQVLGHU�
RXU�RULJLQDO�FRXQWHUIDFWXDO�DQG�FKRRVH�RXU�6�VR�WKDW�$� 6�LV�
3�LV�LQ�P\�SRFNHW��3�LV�LQ�P\�SRFNHW�RU�LV�D�GLPH��

WKHQ�WKH�SVHXGR�ODZ�MXVW�FRQVWUXFWHG�FDQ�EH�XVHG�WR�LQIHU�IURP�WKLV�
WKH�VHQWHQFH��3� LV�VLOYHU��� 7KXV�WKH�XQWUXH�FRXQWHUIDFWXDO�LV�HV��
WDEOLVKHG��LI�RQH�SUHIHUV�WR�DYRLG�DQ�DOWHUQDWLRQ�DV� D� FRQGLWLRQ��
VWDWHPHQW��WKH�VDPH�UHVXOW�FDQ�EH�REWDLQHG�E\�XVLQJ�D�QHZ�SUHGL��
FDWH�VXFK�DV��GLPR�� WR�PHDQ��LV�LQ�P\�SRFNHW�RU�LV�D�GLPH������

7KH�FKDQJH�FDOOHG�IRU��,�WKLQN��ZLOO�PDNH�WKH�GHILQLWLRQ�RI�ODZ��
OLNHQHVV�UHDG�DV�IROORZV��$�VHQWHQFH�LV�ODZOLNH�LI�LWV�DFFHSWDQFH�GRHV�
QRW�GHSHQG�XSRQ�WKH�GHWHUPLQDWLRQ�RI�DQ\�JLYHQ�LQVWDQFH����1DWX��
UDOO\�WKLV�GRHV�QRW�PHDQ�WKDW�DFFHSWDQFH�LV�WR�EH�LQGHSHQGHQW�RI�DOO�
GHWHUPLQDWLRQ�RI�LQVWDQFHV��EXW�RQO\�WKDW�WKHUH�LV�QR�SDUWLFXODU�LQ��
VWDQFH�RQ�WKH�GHWHUPLQDWLRQ�RI�ZKLFK�DFFHSWDQFH�GHSHQGV�� 7KLV�
FULWHULRQ�H[FOXGHV�IURP�WKH�FODVV�RI�ODZV�D�VWDWHPHQW�OLNH�

7KDW�ERRN�LV�EODFN�DQG�RUDQJHV�DUH�VSKHULFDO�

RQ�WKH�JURXQG�WKDW�DFFHSWDQFH�UHTXLUHV�NQRZLQJ�ZKHWKHU�WKH�ERRN�
LV�EODFN��LW�H[FOXGHV�

(YHU\WKLQJ�WKDW�LV�LQ�P\�SRFNHW�RU�LV�D�GLPH�LV�VLOYHU�

RQ�WKH�JURXQG�WKDW�DFFHSWDQFH�GHPDQGV�H[DPLQDWLRQ�RI�DOO�WKLQJV�
LQ�P\�SRFNHW�� 0RUHRYHU��LW�H[FOXGHV�D�VWDWHPHQW�OLNH�

$OO�WKH�PDUEOHV�LQ�WKLV�EDJ�H[FHSW�1XPEHU����DUH�UHG��DQG�1XPEHU����LV�EODFN�

RQ�WKH�JURXQG�WKDW�DFFHSWDQFH�ZRXOG�GHSHQG�RQ�H[DPLQDWLRQ�RI�RU�
NQRZOHGJH�JDLQHG�RWKHUZLVH�FRQFHUQLQJ�PDUEOH�1XPEHU����� ,Q�
IDFW�WKH�SULQFLSOH�LQYROYHG�LQ�WKH�SURSRVHG�FULWHULRQ�LV�D� UDWKHU�
SRZHUIXO�RQH�DQG�VHHPV�WR�H[FOXGH�PRVW�RI�WKH�WURXEOHVRPH�FDVHV��

:H�PXVW�VWLOO��KRZHYHU��UHSODFH�WKH�QRWLRQ�RI�WKH�DFFHSWDELOLW\�

���$SDUW�IURP�WKH�VSHFLDO�FODVV�RI�FRQQHFWLQJ�SULQFLSOHV�ZH�DUH�FRQFHUQHG�
ZLWK��QRWH�WKDW�XQGHU�WKH�VWDWHG�FULWHULRQ�RI�ODZOLNHQHVV��DQ\�VWDWHPHQW�FRXOG�
EH�H[SDQGHG�LQWR�D�ODZOLNH�RQH��IRU�H[DPSOH��JLYHQ��7KLV�ERRN�LV�EODFN��ZH�
FRXOG�XVH�WKH�SUHGLFWLYH�VHQWHQFH��7KLV� ERRN�LV�EODFN�DQG�DOO�RUDQJHV�DUH�
VSKHULFDO��WR�DUJXH�WKDW�WKH�EODFNQHVV�RI�WKH�ERRN�LV�WKH�FRQVHTXHQFH�RI�D�ODZ��

���6R�VWDWHG��WKH�GHILQLWLRQ�FRXQWV�YDFXRXV�SULQFLSOHV�DV�ODZV�� ,I�ZH�UHDG�
LQVWHDG��JLYHQ�FODVV�RI�LQVWDQFHV���YDFXRXV�SULQFLSOHV�ZLOO�EH�QRQ�ODZV�VLQFH�
WKHLU�DFFHSWDQFH�GHSHQGV�XSRQ�H[DPLQDWLRQ�RI�WKH�QXOO�FODVV�RI�LQVWDQFHV��)RU�
P\�SUHVHQW�SXUSRVHV�WKH�RQH�IRUPXODWLRQ�LV�DV�JRRG�DV�WKH�RWKHU��
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RI�D�VHQWHQFH��RU�RI�LWV�DFFHSWDQFH�GHSHQGLQJ�RU�QRW�GHSHQGLQJ�RQ�
VRPH�JLYHQ�NQRZOHGJH��E\�D�SRVLWLYH�GHILQLWLRQ�RI�VXFK�GHSHQGHQFH��
,W�LV�FOHDU�WKDW�WR�VD\�WKDW�WKH�DFFHSWDQFH�RI�D�JLYHQ�VWDWHPHQW�GH��
SHQGV�XSRQ�D�FHUWDLQ�NLQG�DQG�DPRXQW�RI�HYLGHQFH�LV�WR�VD\�WKDW�
JLYHQ�VXFK�HYLGHQFH��DFFHSWDQFH�RI�WKH�VWDWHPHQW�LV�LQ�DFFRUG�ZLWK�
FHUWDLQ�JHQHUDO�VWDQGDUGV�IRU�WKH�DFFHSWDQFH�RI�VWDWHPHQWV�WKDW�DUH�
QRW�IXOO\�WHVWHG�� 6R�RQH�WXUQV�QDWXUDOO\�WR�WKHRULHV�RI�LQGXFWLRQ�
DQG� FRQILUPDWLRQ�WR�OHDUQ�WKH�GLVWLQJXLVKLQJ�IDFWRUV�RU�FLUFXP��
VWDQFHV�WKDW�GHWHUPLQH�ZKHWKHU�RU�QRW�D�VHQWHQFH�LV�DFFHSWDEOH�ZLWK��
RXW�FRPSOHWH�HYLGHQFH�� %XW�SXEOLFDWLRQV�RQ�FRQILUPDWLRQ�QRW�RQO\�
KDYH�IDLOHG�WR�PDNH�FOHDU�WKH�GLVWLQFWLRQ�EHWZHHQ�FRQILUPDEOH�DQG�
QRQ�FRQILUPDEOH�VWDWHPHQWV��EXW�VKRZ�OLWWOH�UHFRJQLWLRQ�WKDW�VXFK�D�
SUREOHP�H[LVWV����<HW�REYLRXVO\�LQ�WKH�FDVH�RI�VRPH�VHQWHQFHV�OLNH�

(YHU\WKLQJ�LQ�P\�SRFNHW�LV�VLOYHU�

RU�

1R�WZHQWLHWK�FHQWXU\�SUHVLGHQW�RI�WKH�8QLWHG�6WDWHV�ZLOO�EH�EHWZHHQ���IHHW���
LQFK�DQG���IHHW������LQFKHV�WDOO��

QRW�HYHQ�WKH�WHVWLQJ�ZLWK�SRVLWLYH�UHVXOWV�RI�DOO�EXW�D�VLQJOH�LQVWDQFH�
LV�OLNHO\�WR�OHDG�XV�WR�DFFHSW�WKH�VHQWHQFH�DQG�SUHGLFW�WKDW�WKH�RQH�
UHPDLQLQJ�LQVWDQFH�ZLOO�FRQIRUP�WR�LW��ZKLOH�IRU�RWKHU�VHQWHQFHV�
VXFK�DV�

$OO�GLPHV�DUH�VLOYHU�

RU�

$OO�EXWWHU�PHOWV�DW����"�)��

RU�

$OO�IORZHUV�RI�SODQWV�GHVFHQGHG�IURP�WKLV�VHHG�ZLOO�EH�\HOORZ�

SRVLWLYH�GHWHUPLQDWLRQ�RI�HYHQ�D�IHZ�LQVWDQFHV�PD\�OHDG�XV�WR�DF��
FHSW�WKH�VHQWHQFH�ZLWK�FRQILGHQFH�DQG�PDNH�SUHGLFWLRQV�LQ�DFFRUG��
DQFH�ZLWK�LW��

7KHUH�LV�VRPH�KRSH�WKDW�FDVHV�OLNH�WKHVH�FDQ�EH�GHDOW�ZLWK�E\�D�
VXIILFLHQWO\�FDUHIXO�DQG�LQWULFDWH�HODERUDWLRQ�RI�FXUUHQW�FRQILUPD��
WLRQ�WKHRULHV��EXW�LQDWWHQWLRQ�WR�WKH�SUREOHP�RI�GLVWLQJXLVKLQJ�EH��
WZHHQ�FRQILUPDEOH�DQG�QRQ�FRQILUPDEOH�VHQWHQFHV�KDV�OHIW�PRVW�FRQ��
ILUPDWLRQ�WKHRULHV�RSHQ�WR�PRUH�GDPDJLQJ�FRXQWHUH[DPSOHV�RI�DQ�
HOHPHQWDU\�NLQG��

6XSSRVH�ZH�GHVLJQDWH�WKH����PDUEOHV�LQ�D�VDFN�E\�WKH�OHWWHUV�RI�
��� 7KH�SRLQWV�GLVFXVVHG�LQ�WKLV�DQG�WKH�IROORZLQJ�SDUDJUDSK�KDYH�EHHQ�GHDOW�

ZLWK�D� OLWWOH�PRUH�IXOO\�LQ�P\��4XHU\� RQ�&RQILUPDWLRQ���WKLV�-2851$/�� 9RO��
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WKH�DOSKDEHW��XVLQJ�WKHVH�PHUHO\�DV�SURSHU�QDPHV�KDYLQJ�QR�RUGLQDO�
VLJQLILFDQFH����6XSSRVH�IXUWKHU�WKDW�ZH�DUH�WROG�WKDW�DOO�WKH�PDUEOHV�
H[FHSW�G�DUH�UHG��EXW�ZH�DUH�QRW�WROG�ZKDW�FRORU�G�LV�� %\�WKH�XVXDO�
NLQG�RI�FRQILUPDWLRQ�WKHRU\�WKLV�JLYHV�VWURQJ�FRQILUPDWLRQ�IRU�WKH�
VWDWHPHQW�

5D��%E��%5��5G����� 5%�

EHFDXVH����RI�WKH����FDVHV�DUH�NQRZQ�WR�EH�IDYRUDEOH�ZKLOH�QRQH�LV�
NQRZQ�WR�EH�XQIDYRUDEOH��%XW�XQIRUWXQDWHO\�WKH�VDPH�DUJXPHQW�
ZRXOG�VKRZ�WKDW�WKH�YHU\�VDPH�HYLGHQFH�ZRXOG�HTXDOO\�FRQILUP�

5D��5E��%H��5H����� ��5]�G��

IRU�DJDLQ�ZH�KDYH����IDYRUDEOH�DQG�QR�XQIDYRUDEOH�FDVHV��7KXV�
�5G�� DQG���� 5G�� DUH�HTXDOO\�DQG�VWURQJO\�FRQILUPHG�E\�WKH�
VDPH�HYLGHQFH��,I�,�DP�UHTXLUHG�WR�XVH�D�VLQJOH�SUHGLFDWH�LQVWHDG�
RI�ERWK��5�� DQG���� 5���LQ�WKH�VHFRQG�FDVH��,�ZLOO�XVH��3�� WR�
PHDQ��

LV�LQ�WKH�VDFN�DQG�HLWKHU�LV�QRW�G�DQG�LV�UHG��RU�LV�G�DQG�LV�QRW�UHG��

7KHQ�WKH�HYLGHQFH�ZLOO�EH����SRVLWLYH�FDVHV�IRU�
$OO�WKH�PDUEOHV�DUH�3�

IURP�ZKLFK�LW�IROORZV�WKDW�G�LV�3��ZKLFK�LPSOLHV�WKDW�G�LV�QRW�UHG��
7KH�SUREOHP�RI�ZKDW�VWDWHPHQWV�DUH�FRQILUPDEOH�PHUHO\�EHFRPHV�
WKH�HTXLYDOHQW�SUREOHP�RI�ZKDW�SUHGLFDWHV�DUH�SURMHFWLEOH�IURP�
NQRZQ�WR�XQNQRZQ�FDVHV��

6R�IDU��,�KDYH�GLVFRYHUHG�QR�ZD\�RI�PHHWLQJ�WKHVH�GLIILFXOWLHV��
<HW�DV�ZH�KDYH�VHHQ��VRPH�VROXWLRQ�LV�XUJHQWO\�ZDQWHG�IRU�RXU�SUHV��
HQW�SXUSRVH��IRU�RQO\�ZKHUH�ZLOOLQJQHVV�WR�DFFHSW�D�VWDWHPHQW�LQ��
YROYHV�SUHGLFWLRQV�RI�LQVWDQFHV�WKDW�PD\�EH�WHVWHG�GRHV�DFFHSWDQFH�
HQGRZ�WKDW�VWDWHPHQW�ZLWK�WKH�DXWKRULW\�WR�JRYHUQ�FRXQWHUIDFWXDO�
FDVHV��ZKLFK�FDQ�QRW�EH�GLUHFWO\�WHVWHG��

,Q�FRQFOXVLRQ��WKHQ��VRPH�SUREOHPV�DERXW�FRXQWHUIDFWXDOV�GH��
SHQG�XSRQ�WKH�GHILQLWLRQ�RI�FRWHQDELOLW\��ZKLFK�LQ�WXUQ�VHHPV�WR�
GHSHQG�XSRQ�WKH�SULRU�VROXWLRQ�RI�WKRVH�SUREOHPV��2WKHU�SUREOHPV�
UHTXLUH�DQ�DGHTXDWH�GHILQLWLRQ�RI�ODZ�� 7KH�WHQWDWLYH�FULWHULRQ�RI�
ODZ�KHUH�SURSRVHG�LV�UHDVRQDEO\�VDWLVIDFWRU\�LQ�H[FOXGLQJ�XQZDQWHG�
NLQGV�RI�VWDWHPHQWV��DQG�LQ�HIIHFW��UHGXFHV�RQH�DVSHFW�RI�RXU�SURE��
OHP�WR�WKH�TXHVWLRQ�KRZ�WR�GHILQH�WKH�FLUFXPVWDQFHV�XQGHU�ZKLFK�D�
VWDWHPHQW�LV�DFFHSWDEOH�LQGHSHQGHQWO\�RI�WKH�GHWHUPLQDWLRQ�RI�DQ\�
JLYHQ�LQVWDQFH��%XW�WKLV�TXHVWLRQ�,�GR�QRW�NQRZ�KRZ�WR�DQVZHU��
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