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$FNQRZOHGJPHQWV

7R� VD\� WKDW� ,� ZRXOG� OLNH� WR� WKDQN�P\� VXSHUYLVRU�� +HQN� =HHYDW�� IRU� KLV� DVVLVWDQFH� DQG

YDOXDEOH�FRPPHQWV�LV�WR�VD\�QRWKLQJ��7KH�WKHVLV�ZRXOG�QRW�KDYH�EHHQ�SRVVLEOH�ZLWKRXW�KLV

HYHU�RSWLPLVWLF� DWWLWXGH�� DQG� FUXFLDO� LGHDV� VXSSOLHG� WR�PH� GXULQJ� WKH� WLPH� RI�ZULWLQJ�� ,

ZRXOG�DOVR�OLNH�WR�WKDQN�+HUPDQ�+HQGULNV�DQG�5REHUW�YDQ�5RR\�IRU�SURYLGLQJ�PH�ZLWK

µKHDSV¶� RI� UHOHYDQW� OLWHUDWXUH�� 0\� VSHFLDO� WKDQNV� DUH� GXH� WR� ,QJULG� YDQ� /RRQ� IRU� KHU

FRQVWDQW�VXSSRUW�GXULQJ�P\�\HDU�DW�,//&�±�PRUH�RI�D�GHYRWHG�IULHQG��WKDQ�RI�D�SURJUDP

PDQDJHU��,�DOVR�WKDQN�-HQQLIHU��IRU�SDWLHQWO\�UHDGLQJ�WKH�PDQXVFULSW��/DVWO\��,�ZRXOG�OLNH

WR�H[SUHVV�P\�JUDWLWXGH�WR�DOO�LQYROYHG�LQ�WKH�µSDUWLFOH�FROOHFWLQJ�FUD]H¶�DW�WKH�LQLWLDO�VWDJH

RI�WKH�WKHVLV�
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&RQWHQWV

�� ,QWURGXFWLRQ�������������������������������������������������������������������������������������������������������������

���� 3DUWLFOHV�DFURVV�ODQJXDJHV�DQG�VHPDQWLF�YDULDWLRQ�XQGHU�VWUHVV��������������������

���� µEHLQJ�VWUHVVHG¶�DV�µEHLQJ��IRFXVHG¶��������������������������������������������������������������

�� 7KH�2YHUYLHZ����������������������������������������������������������������������������������������������������������

���� 7KH�SKHQRPHQRQ�RI�IRFXV�����������������������������������������������������������������������������

���� 7KH�VWUXFWXUHG�PHDQLQJ�VHPDQWLFV����������������������������������������������������������������

����� 7KH�FULWLFLVP�RI�-DFNHQGRII�������������������������������������������������������������

���� 7KH�DOWHUQDWLYH�VHPDQWLFV�����������������������������������������������������������������������������

���� +HQGULNV¶V�7KHRU\���������������������������������������������������������������������������������������

�� 7KH�$SSOLFDWLRQ������������������������������������������������������������������������������������������������������

���� 3DUWLFOHV�LQ�WKH�VWUXFWXUHG�PHDQLQJ�VHPDQWLFV���������������������������������������������

������ 1RW�SRVVLEOH�������������������������������������������������������������������������������������

������ 7KH�XQPRGLILHG�YHUVLRQ�������������������������������������������������������������������

������ 7KH�PRGLILHG�YHUVLRQ�����������������������������������������������������������������������

���� 3DUWLFOHV�LQ�WKH�DOWHUQDWLYH�VHPDQWLFV�����������������������������������������������������������

���� 3DUWLFOHV�LQ�+HQGULNV¶V�WKHRU\����������������������������������������������������������������������

������ $�FRXQWHUH[DPSOH����������������������������������������������������������������������������

������ )URP�OLQNV�WR�IRFXV��������������������������������������������������������������������������

�� 7RZDUG�D�6ROXWLRQ��������������������������������������������������������������������������������������������������

���� 7KH�SURSRVDO�������������������������������������������������������������������������������������������������

���� )RFXVHG�WRFK������������������������������������������������������������������������������������������������

���� 8QVWUHVVHG�WRFK��������������������������������������������������������������������������������������������

�� &RQFOXVLRQV�������������������������������������������������������������������������������������������������������������

5HIHUHQFHV����������������������������������������������������������������������������������������������������������������
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&KDSWHU�����,QWURGXFWLRQ

����±�3DUWLFOHV�DFURVV�ODQJXDJHV�DQG�VHPDQWLF�YDULDWLRQ�XQGHU�VWUHVV

3DUWLFOHV� DUH� QRWRULRXV� IRU� WKHLU� FRPSOH[LW\�� 3OHQW\� RI� XQFODULWLHV� VXUURXQG

VHPDQWLF�DQG�SUDJPDWLF� IXQFWLRQV� WKHVH� HQWLWLHV�SOD\�RQ�VHQWHQWLDO� DQG�GLVFRXUVH� OHYHOV�

6RPH�SDUWLFOHV�KDYH�EHHQ�DUJXHG�WR�KDYH�D�FHUWDLQ�VHPDQWLF�LPSRUW�RQ�WKH�PHDQLQJ�RI�WKH

VHQWHQFH� LQ� ZKLFK� WKH\� DSSHDU�� 2WKHUV� FDQ� FOHDUO\� EH� VWDWHG� QRW� WR� FRQWULEXWH� WR� WKH

SURSRVLWLRQDO�FRQWHQW�RI�D�VHQWHQFH��6WLOO��HYHQ�LQ�VXFK�FDVHV��SDUWLFOHV�VRPHKRZ�VHHP�WR

SRVVHV� WKH� SRZHU� WR� PDNH� RWKHUZLVH� LQIHOLFLWRXV� XWWHUDQFHV� LQWR� IHOLFLWRXV� RQHV� DQG

RPLWWLQJ� WKHP� LV� QRW� DQ� DOZD\V� DYDLODEOH� RSWLRQ�� (PSLULFDO� HYLGHQFH� WKDW� ODQJXDJH�

OHDUQHUV�DUH�HVSHFLDOO\�WURXEOHG�JUDVSLQJ�WKH�µULJKW�FLUFXPVWDQFHV¶�LQ�ZKLFK�WKH�XWWHUDQFH

RI�D�FHUWDLQ�SDUWLFOH�FDQ�EH�DVVLPLODWHG�WR�FDVHV�RI�FRUUHFW�XVDJH�LV�\HW�DQRWKHU�ZLWQHVV�WR

WKHLU�GLVWLQFWO\�SUREOHPDWLF�QDWXUH�

7KLQJV�DUH�IXUWKHU�FRPSOLFDWHG�ZLWK� WKH� IDFW� WKDW�VRPH�SDUWLFOHV�FDQ�EH�VWUHVVHG�

VKRZLQJ�µVHPDQWLF�YDULDWLRQ¶�IURP�WKHLU�RZQ�XQVWUHVVHG�XVHV��%\�VHPDQWLF�YDULDWLRQ�ZH

PHDQ�HLWKHU�D�FKDQJH�LQ�WKH�SUHVXSSRVLWLRQ�WULJJHUHG�E\�WKH�RFFXUUHQFH�RI�D�SDUWLFOH��RU�D

FKDQJH�LQ�WKH�SUDJPDWLF�SXUSRVH�D�SDUWLFOH�VHUYHV�RQ�D�VHQWHQWLDO�GLVFRXUVH�OHYHO���$V�DQ

LOOXVWUDWLRQ��ZH�JLYH�DQ�H[DPSOH��DGRSWHG�IURP�=HHYDW�� �WR�DSSHDU���ZLWK�'XWFK�SDUWLFOH

WRFK�

���� /DWHQ�ZH�KHP�YULMGDJ�RS]RHNHQ��+LM�LV�GDQ�WRFK�LQ�$PVWHUGDP�

�/HW�XV�YLVLW�KLP�RQ�)ULGD\��+H�LV�WKHQ�LQ�$PVWHUGDP�DQ\ZD\��

���� +LM�LV�72&+�LQ�$PVWHUGDP�

�+H�LV�LQ�$PVWHUGDP�DIWHU�DOO��

(IIRUWV�WR�VXPPDUL]H�RQ�D�PLQLPDO�OHYHO�ZKDW�UROH�WRFK�SOD\V�LQ�D�VHQWHQFH��OHDG

XV�WR�WZR�GLIIHUHQW�µHQWULHV¶�IRU�WKLV�SDUWLFOH�LQ�FDVH�RI�����DQG������,Q�WKH�VHFRQG�H[DPSOH�

ZH� FDQ� VD\� WKDW� WRFK� �WKDW� LV�� 72&+�� SUHVXSSRVHV� WKH� QHJDWLRQ� RI� ZKDW� LV� VDLG�� LW� LV

WKLQNDEOH� WKDW� SULRU� WR� WKH� XWWHUDQFH� RI� ���� VRPHERG\� VDLG� WKDW� µ+H¶� ZDV� QRW� LQ

$PVWHUGDP��,Q������KRZHYHU��WRFK�FDQ�EH�VDLG�WR�SUHVXSSRVH�ZKDW�LV�VDLG��LW�MXVW�PDUNV�WKH

IDFW� RI� LW� FRPLQJ� DV� QR� VXUSULVH� WKDW� µ+H¶� LV� LQ� $PVWHUGDP� ±� WKH� VSHDNHU� DVVXPHV

LQWHUORFXWRUV�WR�DOUHDG\�NQRZ�DERXW�WKLV�DV�ROG�PDWHULDO�

7RFK��ZKLFK�LV�LGHQWLFDO�WR�*HUPDQ�GRFK�� LV�QRW�DORQH�LQ�WKLV�µGRXEOH�EHKDYLRU¶�

%HORZ�ZH�JLYH�VLPLODU�WZR�IROG�µGHILQLWLRQV¶�IRU�VRPH�RI�WKH�RWKHU�'XWFK�SDUWLFOHV�

•� :HO

ZLWK�VWUHVV���PDUNV�WKH�FRUUHFWLRQ�RI�D�QHJDWHG�VHQWHQFH��LQ�D�VHQWHQFH�ZKLFK

DVVHUWV�WKH�RSSRVLWH�

ZLWKRXW�VWUHVV���SUREDEO\
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•� 2RN���� �*HUPDQ�DXFK�

ZLWK�VWUHVV���FRUUHVSRQGV�WR�(QJOLVK�WRR

ZLWKRXW�VWUHVV���H[SDQGLQJ�RQ�DQ�HDUOLHU�VHQWHQFH

•� :HHU��� �*HUPDQ�ZLHGHU�

ZLWK�VWUHVV���QR�UHVXPSWLYH�UHDGLQJV

ZLWKRXW�VWUHVV���DOVR�UHVXPSWLYH�UHDGLQJV

6RPH�ODQJXDJHV��OLNH�'XWFK�DQG�*HUPDQ��VKRZ�D�FXULRXV�VLPLODULW\�ZLWK�UHVSHFW

WR�VRPH�RI�WKHLU�SDUWLFOHV��DQG�HYHQ�WKH�UHOHYDQW�VHPDQWLF�YDULDWLRQV�DVVRFLDWHG�ZLWK�WKHVH

ZKHQ�XQGHU�VWUHVV��7KH�*HUPDQ�FRXQWHUSDUW�RI�'XWFK�WRFK�LV�GRFK���LW�LV�LQGLFDWHG�ZLWKLQ

EUDFNHWV�LQ�WKH�OLVW�DERYH�

4XLWH� H[SHFWHGO\�� RWKHU� ODQJXDJHV� WRR�� KRVW� WKH� VDPH� SKHQRPHQRQ�� � %HORZ��ZH

JLYH�GHVFULSWLRQV�RI�VHPDQWLF�YDULDWLRQV�IRU�SDUWLFOHV�LQ�WKUHH�PRUH�ODQJXDJHV��VXSSRUWHG

ZLWK�H[DPSOHV�ZKHUH�QHHGHG�DQG�RU�DYDLODEOH�

•� $JDLQ��(QJOLVK�

ZLWKRXW�VWUHVV���KDV�LWV�RUGLQDU\�OH[LFDO�PHDQLQJ

ZLWK�VWUHVV���FRQYH\V�VSHDNHU¶V�µQHJDWLYH�DWWLWXGH¶

H[DPSOH��-RKQ�FORVHG�WKH�ZLQGRZ�$*$,1��LW�ZDV�-RKQ�ZKR�FORVHG�LW�EHIRUH

DQG�WKH�VSHDNHU�LV�DQQR\HG�KH�GLG�LW�DJDLQ�

•� 7RR��(QJOLVK�

ZLWKRXW�VWUHVV���KDV�LWV�RUGLQDU\�OH[LFDO�PHDQLQJ

ZLWK�VWUHVV���PDUNV�WKH�FRUUHFWLRQ�RI�WKH�QHJDWHG�VHQWHQFH

H[DPSOH�� $���%LOO�LV�FRPLQJ�WR�WKH�SDUW\

%����%XW�-RKQ�LV�QRW

$���1R��KH�LV�FRPLQJ�722

•� .KRP��*HRUJLDQ�

ZLWK�VWUHVV�

D�� PDUNV�VSHDNHU¶V�SUHVXSSRVLWLRQ�ZKHQ�HYLGHQFH�WR�WKH�FRQWUDU\�LV�DYDLODEOH

�KDV�D�VOLJKW�µIDWKHU�WR�VRQ¶�IODYRU�

E�� HYHQ�PRUH��WR�D�PXFK�JUHDWHU�H[WHQW

F�� WRJHWKHU� ZLWK� QHJDWLRQ� SDUWLFOHV� DU� RU� YHU� DVNV� IRU� FRQILUPDWLRQ� RI� WKH

QHJDWHG�VHQWHQFH��ZKHQ�LQ�UHDOLW\��WKH�RSSRVLWH�UHVXOW�LV�GHVLUHG

ZLWKRXW� VWUHVV�� � VSHDNHU� FRQYH\V� EHOLHI� WKDW� KLV� XWWHUDQFH� LV� D�PXWXDO� EHOLHI

EHWZHHQ�KLP�DQG�KHDUHU��SDUDOOHOV�'XWFK�LPPHUV�

•� $PL��%XOJDULDQ�
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ILUVW� YRFDO� VWUHVVHG�� � VSHDNHU� GRHV� QRW� DJUHH� ZLWK� KHDUHU� RQ� WKH� VXEMHFW

DGGUHVVHG�LQ�WKH�SUHYLRXV�XWWHUDQFH

ODVW�YRFDO�VWUHVVHG���VSHDNHU�FRQYH\V�KLV�VXUSULVH

ZLWKRXW� VWUHVV�� � EDVLFDOO\�� H[SUHVVHV� VSHDNHU¶V� DJUHHPHQW� WR� WKH� SUHYLRXV

XWWHUDQFH�E\�KHDUHU

����±�µEHLQJ�VWUHVVHG¶�DV�µEHLQJ�IRFXVHG¶

+DYLQJ�VHHQ�WKDW�WKH�SKHQRPHQRQ�LV�FURVV�OLQJXLVWLFDOO\�ZLGH�VSUHDG�HQRXJK�WR�EH

ZRUWK� LQYHVWLJDWLQJ�� ZH� WDNH� D� VOLJKWO\� GLIIHUHQW� DSSURDFK�� :H� ZLOO� OLPLW� RXUVHOYHV� WR

'XWFK� SDUWLFOHV�ZHO��QLHW� DQG� HVSHFLDOO\� WRFK� �VLQFH� WRFK� SURYHV� WR� EH� XQLTXH� LQ�PDQ\

UHVSHFWV�QRW�RQO\� FRPSDUHG� WR�RWKHU�'XWFK�SDUWLFOHV�� EXW� DOVR� WR� LWV� µIRUHLJQ� FROOHJHV¶��

DQG� ZLOO� H[SORUH� WKH� TXHVWLRQ� RI� ZKHWKHU� µVWUHVVHG� RFFXUUHQFH� RI� D� SDUWLFOH¶� FDQ� EH

XQGHUVWRRG�DV�µIRFXVHG�RFFXUUHQFH�RI�D�SDUWLFOH¶��EULQJLQJ�XV�WR�D�FUXFLDO�LVVXH���ZKHWKHU

RU�QRW�VWUHVVHG�SDUWLFOHV�FDQ�EH�FRQVLGHUHG�WR�EH�IRFL�RI�VHQWHQFHV�LQ�ZKLFK�WKH\�DSSHDU�

7R� VXIILFLHQWO\� GHDO�ZLWK� WKLV� TXHVWLRQ�ZH� VHH� DV� RQH� RI� WKH�PDLQ� WDVNV� RI� WKH� FXUUHQW

SURMHFW�

,Q�&KDSWHU����ZH� LQWURGXFH� WKH�QRWLRQ�RI� IRFXV�DQG�JLYH�DQ�RYHUYLHZ�RI� DOUHDG\

ZHOO�HVWDEOLVKHG�IRFXV�WKHRULHV��DQG�DOVR�RI�+HQGULNV¶V�WKHRU\�

,Q� &KDSWHU� ��� WKH� UHVXOWV� RI� DSSO\LQJ� WKH� WKHRULHV� IURP� WKH� SUHYLRXV� FKDSWHU� WR

SDUWLFOHV�DUH�SUHVHQWHG�

&KDSWHU���FRQWDLQV�RXU�SURSRVDO�UHJDUGLQJ�WKH�PHDQLQJ�RI�IRFXVHG�WRFK
�

�DQG�ZD\V

RI�DFFRXQWLQJ�IRU�DGYHUVDWLYH�UHDGLQJV�RI�WKLV�DQG�RWKHU�SDUWLFOHV�

,Q�&KDSWHU����VRPH�FRQFOXVLRQV�DUH�OLVWHG�

������������������������������ �����������������������������

�+HUH�DQG�HYHU\ZKHUH�LQ�WKH�SDSHU��µIRFXVHG�WRFK¶���µVWUHVVHG�WRFK¶�DQG�72&+�DUH�DOO�XVHG�DV�V\QRQ\PV�WR

GHQRWH�SDUWLFOH�WRFK�DFWLQJ�DV�WKH�IRFXV�RI�D�VHQWHQFH�
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&KDSWHU���±�7KH�2YHUYLHZ

����±�7KH�3KHQRPHQRQ�RI�)RFXV

7KH�WHUP� IRFXV� WKURXJKRXW� WKLV�SDSHU�ZLOO�UHIHU� WR�VXFK�SURVRGLF�SURPLQHQFHV�LQ

VHQWHQFHV�� WKDW� DUH� WUDGLWLRQDOO\� UHJDUGHG� LQ� OLQJXLVWLF� OLWHUDWXUH� DV� EHLQJ� HTXLSSHG�ZLWK

FHUWDLQ�VHPDQWLF�DQG�SUDJPDWLF�IXQFWLRQV��,Q�PRVW�H[DPSOHV�GLVFXVVHG�LQ�WKH�SDSHU��IRFXV

LV�DVVRFLDWHG�ZLWK�D�SLWFK�DFFHQW��KRZHYHU�RWKHU�SKRQHWLF�PHDQV�RI�H[SUHVVLQJ�IRFXV�DUH

QRW�UXOHG�RXW��WKH�SDSHU�ZLOO�QRW�VR�PXFK�FRQFHQWUDWH�RQ�WKH�QDWXUH�RI�DFFHQWLQJ�LWVHOI�RQ

LQWRQDWLRQDOO\� SURPLQHQW� WHUPV� �ZKLFK� NLQG� RI� �SLWFK�� DFFHQWV� DUH� HPSOR\HG� DQG� ZKDW

PHDQLQJV�DUH�DVVRFLDWHG�ZLWK� WKHP���EXW� UDWKHU��ZLOO�DVVXPH� WKDW� WKHVH�SURPLQHQFHV�DUH

VRPHKRZ�UHDOL]HG�E\�H[SORLWLQJ�RQH�RI� WKH�PDQ\�DYDLODEOH� WRROV� LQ� WKH� ODQJXDJH�±� ORZ

SLWFK�DFFHQW��KLJK�SLWFK�DFFHQW��FRPELQDWLRQV�WKHUHRI��ORXGQHVV��ZKLVSHU�DQG�VR�IRUWK��DQG

ZLOO�DWWHPSW�WR�GHWHUPLQH�WKH�µFDXVDO�HQYLURQPHQW¶�LQ�ZKLFK�WKHVH�SURVRGLF�SURPLQHQFHV

DQG� RWKHU� OLQJXLVWLF� SKHQRPHQD�� H�J�� JLYHQ�QHZ� LQIRUPDWLRQ� GLVWLQFWLRQ� UHODWH� WR� HDFK

RWKHU��0DLQWDLQLQJ�D�FRQVLGHUDEOH�IOH[LELOLW\�RI�XVDJH��D�GLIIHUHQW�WHUP�±�µVWUHVV¶�ZLOO�DOVR

EH�XVHG�LQ�URXJKO\�WKH�VDPH�VHQVH��6R��IRU�LQVWDQFH��LI�ZH�KDYH�D�VHQWHQFH�OLNH

���� ,�OLNH�5('�ZLQH

ZH�ZLOO�VD\�WKDW�µUHG¶�LV�WKH�IRFXV�RI�WKH�VHQWHQFH��RU�DOWHUQDWLYHO\��WKDW�µUHG¶�LV�VWUHVVHG��
�

(LWKHU�XSSHUFDVH�OHWWHUV��OLNH�LQ������RU�WKH�IROORZLQJ�QRWDWLRQ��>�����@ � �ZLOO�EH�HPSOR\HG�WR

GHQRWH�IRFXV�RI�D�VHQWHQFH�

,Q�RUGHU� WR� LOOXVWUDWH� WKH� LPSRUWDQFH�RI� WKH�QRWLRQ� RI� IRFXV� DQG� LWV� ORFDWLRQ� LQ� D

VHQWHQFH��OHW�XV�FRQVLGHU�DQRWKHU�VHQWHQFH�

���� ,�OLNH�UHG�:,1(

����DQG�����RQO\�GLIIHU�LQ�WKDW�GLIIHUHQW�SDUWV�RI�WKH�VHQWHQFH�DUH�LQWRQDWLRQDOO\�SURPLQHQW�

WKDW� LV��GLIIHUHQW�H[SUHVVLRQV�RI� WKH�VHQWHQFH�VHUYH�DV� LWV� IRFXV��7KLV�EHLQJ� WKH�FDVH�� ���

FDQ�EH�SHUFHLYHG�DV�DQ�DQVZHU�WR�D�TXHVWLRQ�

��D� :KDW�NLQG�RI�ZLQH�GR�\RX�OLNH"

:KLOH�����FDQ�EH�WDNHQ�WR�DQVZHU��WKH�IROORZLQJ��DGPLWWHGO\�UDWKHU�RGG��EXW�VWLOO�SHUIHFWO\

SRVVLEOH��TXHVWLRQ�

������������������������������ �����������������������������
�$V�-DFNHQGRII�QRWHV��µFRQWDLQLQJ�WKH�PDLQ�VWUHVV�LV�D�QHFHVVDU\�EXW�QRW�VXIILFLHQW�FRQGLWLRQ�IRU�D�SKUDVH�WR

EH�IRFXV¶��'LIIHUHQFHV�EHWZHHQ�WKH�WHUPV���IRFXV�DQG�VWUHVV�EH�ZKDW�WKH\�PD\��ZH�ZLOO�LJQRUH�WKHP�VLQFH�WKH

FXUUHQW�SDSHU�KDV�OLWWOH�WR�GR�ZLWK�SXUHO\�SKRQHWLF�DVSHFWV�RI�LQWRQDWLRQDO�SURPLQHQFH��+RZHYHU��ZKHQ

WDONLQJ�DERXW�LQIRUPDWLRQDO�VWDWXV�RI�SKUDVHV��RQO\�WKH�WHUP�IRFXV�ZLOO�EH�DSSOLFDEOH�WR�PDUN�WKH�VWDWXV

µQHZ¶��,Q�DOO�RWKHU�FDVHV�WKH�WZR�WHUPV�ZLOO�KDYH�V\QRQ\PRXV�XVDJH�



�

��D� :KDW�UHG�GULQNV�GR�\RX�OLNH"

6ZLWFKLQJ�WKH�DQVZHUV�ZRXOG�\LHOG�LQDSSURSULDWH�TXHVWLRQ�DQVZHU�SDLUV�

��:KDW�NLQG�RI�ZLQH�GR�\RX�OLNH"

,�OLNH�UHG�:,1(

$QG

��:KDW�UHG�GULQNV�GR�\RX�OLNH"

,�OLNH�5('�ZLQH

)XUWKHUPRUH�� DSDUW� IURP� LQDSSURSULDWH� TXHVWLRQ�DQVZHU� SDLUV�� LW� LV� SRVVLEOH� WR

VKRZ�WKDW� WZR�VHQWHQFHV�GLIIHULQJ�RQO\� LQ� WKH� ORFDWLRQ�RI� IRFXV��WRJHWKHU�ZLWK� VR�FDOOHG

IRFXV�VHQVLWLYH�RSHUDWRUV��H�J��RQO\��FDQ�KDYH�GLVWLQFW�WUXWK�FRQGLWLRQV��7KLV�QH[W�H[DPSOH

LV�WDNHQ�IURP��5RRWK��������

,Q� D� VLWXDWLRQ�� ZKHUH� -RKQ� LQWURGXFHG� 7RP� DQG� %LOO� WR� 6XH� DQG� QR� RWKHU

LQWURGXFWLRQV�ZHUH�PDGH���D��LV�WUXH��EXW���E��LV�IDOVH�

��D� -RKQ�RQO\�LQWURGXFHG�%LOO�WR�68(

��E� -RKQ�RQO\�LQWURGXFHG�%,//�WR�6XH

6R��IRFXV�KDV�D�WUXWK�FRQGLWLRQDO�HIIHFW�LQ�WKH�FRQWH[W�RI�RQO\�

$� QXPEHU� RI� RWKHU� LQWHUHVWLQJ� SKHQRPHQD� �FRQYHUVDWLRQDO� LPSOLFDWXUHV�� UHDVRQV

DQG� FRXQWHUIDFWXDOV�� HWF��� DUH� DOVR� DIIHFWHG� GHSHQGLQJ� RQ� ZKDW� SDUWV� RI� D� VHQWHQFH� DUH

IRFXVHG��+RZHYHU��PRVW�RI�WKHVH�OLH�EH\RQG�WKH�VFRSH�RI�WKH�SUHVHQW�ZRUN�

$�ZHDOWK�RI�UHOHYDQW�OLWHUDWXUH�LV�DYDLODEOH�RQ�WKH�QRWLRQ�RI�IRFXV��7ZR�LQIOXHQWLDO

SURSRVDOV� SXW� IRUZDUG� LQ� WKH� DUHD� KDYH� FRPH� WR� EH� FDOOHG� WKH� VWUXFWXUHG� PHDQLQJ

VHPDQWLFV� DQG� WKH� DOWHUQDWLYH� VHPDQWLFV� IRU� IRFXV��:KLOH� LW� FDQ� EH� VDLG� WKDW� WKHVH� WZR

DSSURDFKHV�VKRZ�VRPH�VLPLODULWLHV�LQ�WKDW�VHWV�RI�QRWLRQV�DQG�FRQFHSWV�HPSOR\HG�E\�HDFK

RI� WKHP� LQ� H[SODLQLQJ� WKH� SKHQRPHQRQ� XQGHU� FRQVLGHUDWLRQ� RYHUODS�� LW� VWLOO�PLJKW� EH� D

VHQVLEOH� HQWHUSULVH� WR� WDNH� D� FORVHU� ORRN� DW� WKHP� VHSDUDWHO\�� 7KLV� ZLOO� SURYLGH� XV� ZLWK

VRPH�KHOSIXO�LQVLJKWV�ZLWK�UHVSHFW�WR�WKH�SDUWLFOHV�ZH�DUH�H[DPLQLQJ�LQ�WKLV�SDSHU�

�������7KH�6WUXFWXUHG�0HDQLQJ�6HPDQWLFV��606�

,Q� WKH� VWUXFWXUHG�PHDQLQJ� VHPDQWLFV� DSSURDFK��SURSRVLWLRQV�GHQRWHG�E\� VHQWHQFHV

FRQWDLQLQJ�IRFXVHG�H[SUHVVLRQV�DUH�YLHZHG�DV�EHLQJ�PDGH�XS�IURP�WZR�FRPSRQHQWV��D��D

SURSHUW\�REWDLQHG�E\� DEVWUDFWLQJ� DZD\� WKH� IRFXVHG� H[SUHVVLRQ�RI� D� VHQWHQFH� DQG� E�� WKH

VHPDQWLFV�RI�WKH�IRFXVHG�H[SUHVVLRQ��7KXV��ZKHQHYHU�ZH�WDON�DERXW�WKH�VHPDQWLF�YDOXH�RI

D�FODXVH�FRQWDLQLQJ�D�IRFXVHG�SKUDVH��ZH�PHDQ�D�SDLU�FRQVLVWLQJ�RI�D�DQG�E������D��E�!�



�

5RRWK��DSSO\LQJ�WKLV�DSSURDFK�WR�KLV�RZQ�H[DPSOHV�LQ���D��DQG���E���FRPHV�XS�ZLWK

WKH�IROORZLQJ�IRUPDOLVPV�LQ���D��DQG���E��UHVSHFWLYHO\�

��D� -RKQ�LQWURGXFHG�%,//�WR�6XH

��E� -RKQ�LQWURGXFHG�%LOO�WR�68(

��D� �� [�>LQWURGXFH��M�[�V�@�E!

��E� �� \�>LQWURGXFH��M�E�\�@�V!

7KH� SURSHUW\� LQ� ��D�� LV� WKH� SURSHUW\� RI� EHLQJ� LQWURGXFHG� E\� -RKQ� WR�6XH�� DQG�E� LV� WKH

LQGLYLGXDO� GHQRWHG� E\�%LOO�� 7KH� SURSHUW\� LQ� ��E�� LV� WKH� SURSHUW\� RI� EHLQJ� D� \� VXFK� WKDW

-RKQ�LQWURGXFHG�%LOO�WR�\��DQG�V�LV�WKH�LQGLYLGXDO�GHQRWHG�E\�6XH�

7KH� VWUXFWXULQJ� DSSURDFK� WR� IRFXV� RULJLQDWHV� IURP� PXFK� HDUOLHU�� WKRXJK
�

�� ,Q

�-DFNHQGRII�� ������ WKH� QRWLRQV� RI� IRFXV� DQG� SUHVXSSRVLWLRQ� DUH� LQWURGXFHG� LQ� WKH

IROORZLQJ� ZD\�� µIRFXV� RI� D� VHQWHQFH¶� GHQRWHV� WKH� LQIRUPDWLRQ� LQ� WKH� VHQWHQFH� WKDW� LV

DVVXPHG�E\�WKH�VSHDNHU�QRW�WR�EH�VKDUHG�E\�KLP�DQG�WKH�KHDUHU��DQG�µSUHVXSSRVLWLRQ�RI�D

VHQWHQFH¶�GHQRWHV� WKH� LQIRUPDWLRQ� LQ� WKH� VHQWHQFH� WKDW� LV� DVVXPHG�E\� WKH� VSHDNHU� WR� EH

VKDUHG�E\�KLP�DQG�WKH�KHDUHU��7KXV��WKH�IRFXV�RI�D�VHQWHQFH�LV�DVVRFLDWHG�ZLWK�WKH�µQHZ¶

LQIRUPDWLRQ� LW� H[SUHVVHV��ZKLOH� SUHVXSSRVLWLRQ� FRUUHVSRQGV� WR� WKH� LQIRUPDWLRQ�ZLWK� WKH

µROG¶�VWDWXV��/HW�XV�FRQVLGHU������GXH�WR�-DFNHQGRII��LQ�RUGHU�WR�LOOXVWUDWH�QHZO\�LQWURGXFHG

QRWLRQV�

���� D��,V�LW�-2+1�ZKR�ZULWHV�SRHWU\"

E��1R��LW�LV�%,//�ZKR�ZULWHV�SRHWU\

7KH� SUHVXSSRVLWLRQ� LQ� ��D�� LV� WKDW� VRPHRQH� ZULWHV� SRHWU\�� ZKLOH� WKH� IRFXV� LV� -RKQ�� ,Q

FRPPXQLFDWLQJ� ��D��� WKH� VSHDNHU� SUHVXSSRVHV� WKDW� VRPHRQH�ZULWHV� SRHWU\� DQG� DVVXPHV

WKH�KHDUHU�WR�NQRZ�KLV�LGHQWLW\����E��VKDUHV�LWV�SUHVXSSRVLWLRQ�ZLWK���D���EXW�WKH�IRFXV�LV

RQ�%LOO��ZKLFK�FRQYH\V�WKH�QHZ�LQIRUPDWLRQ�
�

,W�LV�ZRUWK�QRWLQJ�WKDW����

������������������������������ �����������������������������

�7KH�VWUXFWXUHG�PHDQLQJ�VHPDQWLFV�KDV�PDQ\�DGYRFDWHV�DQG�SUHWW\�UHFHQW�YDULDQWV�RI�LW�DUH�DURXQG��%XW��LQ

WKLV�SDSHU��ZH�ZLOO�WDON�DERXW�LW�LQ�WHUPV�RI�WKH�-DFNHQGRII¶V�YHUVLRQ��

�:KDW�LV�NQRZQ�DV�WKH�IRFXV�SUHVXSSRVLWLRQ�DSSURDFK��LV�DOVR�UHIHUUHG�WR�DV�WKH�IRFXV�EDFNJURXQG��RU�WKH

IRFXV�RSHQ�SURSRVLWLRQ�DSSURDFK���%XW�GLIIHUHQFHV�EHWZHHQ�WKHVH�DSSURDFKHV�DUH�ODUJHO\�RI�D�WHUPLQRORJLFDO

QDWXUH��$OO�RI�WKHVH�FRUUHVSRQG�WR�JLYHQ�QHZ���L�H��ROG�QHZ�GLVWLQFWLRQ�LQ�WKH�LQIRUPDWLRQDO�SDFNDJLQJ�RI�D

VHQWHQFH�� +RZHYHU�� WRSLF�FRPPHQW� �WKHPH�UKHPH�� DSSURDFK� VHHPV� WR� EH� VLJQLILFDQWO\� GLIIHUHQW�� WRSLF� ±

XVXDOO\� D� VHQWHQFH� LQLWLDO� SDUW� ±� LQWURGXFHV� D� µWRSLF¶� RI� D� VHQWHQFH�� ZKLOH� WKH� UHVW� RI� WKH� VHQWHQFH� FDOOHG

µFRPPHQW¶�VD\V�VRPHWKLQJ�DERXW� WKH� WRSLF��RU�� LQ�RWKHU�ZRUGV�� H[SUHVVHV�ZKDW� LV�QHZO\�DVVHUWHG�RI� LW�� ,Q

5HLQKDUW��������LW�LV�DUJXHG�WKDW�µROG�QHZ¶�LQIRUPDWLRQ�GLVWLQFWLRQ�LV�RUWKRJRQDO�WR�DQG�KHQFH�LUUHOHYDQW�IRU

WKH� DQDO\VLV� RI� VHQWHQFH� WRSLFV�� $OWKRXJK�� LQ� OLWHUDWXUH�� DWWHPSWV� ZHUH� PDGH� WR� LQFRUSRUDWH� WKH� WZR

DSSURDFKHV�LQWR�D�VLQJOH�WULQRPLDO�DQG�KLHUDUFKLFDO�RQH��9DOOGXYL�������������������,Q�WKLV�SDSHU��KRZHYHU�

ZH� ZLOO� SXUVXH� WKH� FKRVHQ� IRFXV�SUHVXSSRVLWLRQ� DSSURDFK� WR� WKH� HQG� DV� LW� LV� ERWK�� WKH� PRVW� KDQG\� DQG

UHOHYDQW�LQ�FKDVLQJ�SDUWLFXODU�JRDOV�RXU�SUHVHQW�SURMHFW�DLPV�DW�



��

���� 1R��LW�LV�-2+1�ZKR�ZULWHV�VKRUW�VWRULHV

LV�QRW�D�µQDWXUDO¶�DQVZHU�WR���D���7KLV�FDQ�EH�EODPHG�RQ�WKH�GLIIHUHQFH�LQ�SUHVXSSRVLWLRQV

RI�WKH�WZR�VHQWHQFHV�

7KH�SUHVXSSRVLWLRQ�RI�D�VHQWHQFH�LV�GHULYHG�E\�VXEVWLWXWLQJ�DSSURSULDWH�VHPDQWLF

YDULDEOHV� IRU� WKH� IRFXVHG�PDWHULDO�� 7KH� QRWLRQ� RI� µDSSURSULDWH� VHPDQWLF� YDULDEOH¶� WR� EH

VXEVWLWXWHG� IRU� WKH� IRFXVHG�PDWHULDO� LQ� IRUPLQJ� WKH� SUHVXSSRVLWLRQ� QHHGV� VRPH� IXUWKHU

HODERUDWLRQ��$Q�REYLRXV�FRQVWUDLQW�RQ�WKH�VHPDQWLF�YDULDEOH�LV� WKDW� WKH�YDULDEOH�KDV� µWKH

VDPH� IXQFWLRQDO� VHPDQWLF� IRUP¶� DV� WKH� IRFXV�� DQG� WKDW� LW� µGHILQHV� D� FRKHUHQW� FODVV� RI

SRVVLEOH�FRQWUDVWV¶�ZLWK�LW��-DFNHQGRII��������:KDW�WKH�ILUVW�FRQVWUDLQW�DFWXDOO\�VD\V�LV�WKDW

LW� VKRXOG�EH�SRVVLEOH� IRU� HDFK�RI� WKH� SRVVLEOH� FRQWUDVWV�ZLWK� WKH� IRFXV� WR� WDNH� LWV� SODFH

ZLWKRXW� PDNLQJ� WKH� VHQWHQFH� XQJUDPPDWLFDO�� $V� D� FUXGH� H[DPSOH�� VXEVWLWXWLRQ� RI� WKH

YDULDEOH�ZLWK�WKH�IXQFWLRQDO�IRUP�RI�SUHGLFDWH�IRU�WKH�IRFXV�GHQRWLQJ�DQ�LQGLYLGXDO�ZRXOG

FRQVWLWXWH� WKH� YLRODWLRQ� RI� WKLV� FRQVWUDLQW��+RZHYHU�� LW� LV� LPSRUWDQW� WR� REVHUYH�� WKDW� WKH

FRQGLWLRQ�MXVW�GHVFULEHG��ZLWKLQ�FHUWDLQ�OLPLWV��GRHV�QRW�LPSO\�DQ\WKLQJ�DERXW�WKH�V\QWD[

RI� WKH�SRVVLEOH�FRQWUDVWV��7KH�V\QWDFWLF�VLPLODULW\� LV�QHLWKHU� D�QHFHVVDU\�QRU�D� VXIILFLHQW

FRQGLWLRQ� KHUH�� 7KH� IROORZLQJ� H[DPSOHV� �WDNHQ� IURP� -DFNHQGRII�� DUH� FDOOHG� IRU� WR

LOOXVWUDWH�SUHFLVHO\�WKLV�SRLQW�

���� D��'LG�7RP�+,7�%LOO"

E��1R��+H�MXVW�/$8*+('�DW�KLP

+HUH�� WKH� IRFL� RI� WKH� WZR� VHQWHQFHV� DUH� ERWK� WZR�SODFH� SUHGLFDWHV�� EXW� ZKLOH� KLW� LV� D

WUDQVLWLYH� YHUE�� ODXJK� WDNHV� D� 33� REMHFW�� $OWKRXJK�� WKH� SUHVXSSRVLWLRQ� LV� QRW� FOHDUO\

VWDWDEOH�LQ�(QJOLVK��VRPHWKLQJ�OLNH�µ7RP�GLG�VRPHWKLQJ�QDVW\�WR�%LOO¶�ZRXOG�EH�WKH�EHVW

DSSUR[LPDWLRQ���QHYHUWKHOHVV���D��DQG���E��FDQ�EH�VDLG�WR�IRUP�D�QDWXUDO�SDLU��7KXV��MXVW�D

V\QWDFWLF�GLIIHUHQFH�LV�QRW�DQ�REVWDFOH�IRU�DQ�LWHP�WR�TXDOLI\�DV�D�SRVVLEOH�FRQWUDVW�WR�WKH

IRFXV�

+RZHYHU�� WKDW� D� V\QWDFWLF� VLPLODULW\� LV� QRW� LQ� LWVHOI� D� VXIILFLHQW� FRQGLWLRQ� IRU� D

VHPDQWLF�YDULDEOH�WR�EH�VXEVWLWXWHG�IRU�WKH�IRFXV�LV�GHPRQVWUDWHG�E\������DOVR�WDNHQ�IURP

-DFNHQGRII��

����D� 'LG�)UHG�WXUQ�WKH�OLJKWV�21"

��1R��KH�WXUQHG�WKHP�2))

������E� 'LG�)UHG�WXUQ�WKH�SURSRVDO�,1"

��1R��KH�WXUQHG�LW�287

7KH�LOO�IRUPHGQHVV�RI�WKH�DQVZHU�LQ���E��VWHPV�IURP�WKH�IDFW�WKDW�ZKLOH�WXUQ�RQ�DQG�WXUQ

RII�KDSSHQ�WR�IRUP�D�VHPDQWLF�FRQWUDVW��QR�VXFK�FRQWUDVW�LV�FRQVWLWXWHG�E\�WKH�RSSRVLWLRQ

RI� WXUQ�LQ�DQG� WXUQ�RXW��+RZHYHU��V\QWDFWLFDOO\�� WKHUH�LV�QR�GLIIHUHQFH�EHWZHHQ���D��DQG

��E���7KLV�LV�ZK\�-DFNHQGRII�FDOOV�WKLV�D�µQRQV\QWDFWLF�EDVLV�RI�FRQWUDVW¶�



��

+DYLQJ� VHWWOHG� WKH� LVVXH� RI� SRVVLEOH� FRQVWUDLQW� RQ� WKH� VHPDQWLF� YDULDEOH� DQG� WR

IXUWKHU�FOHDU�XS�WKH�QDWXUH�RI�UHODWLRQV�WKDW�KROG�EHWZHHQ�WKH�IRFXV�DQG�WKH�SUHVXSSRVLWLRQ

RI�D�VHQWHQFH��-DFNHQGRII�PDNHV�D�VWLSXODWLRQ�WKDW�WZR�IRUPDO�REMHFWV�DUH�LGHQWLILHG�LQ�WKH

SURFHVV�RI� WKH�GHULYDWLRQ�RI� WKH� VHPDQWLF� UHSUHVHQWDWLRQ� IRU� D� VHQWHQFH��7KH� ILUVW� LV� WKH

)RFXV� FRQWDLQLQJ� WKH� VHPDQWLF� PDWHULDO� DVVRFLDWHG� ZLWK� WKH� VXUIDFH� VWUXFWXUH� QRGHV

GRPLQDWHG�E\�WKH�PDUNHU�)
�

��DQG�WKH�VHFRQG�LV�D�RQH�SODFH�SUHGLFDWH�3UHVXSS��[��REWDLQHG

E\� UHSODFLQJ� WKH� )RFXV� E\� DQ� DSSURSULDWH� VHPDQWLF� YDULDEOH� [�� 6R�� IRU� H[DPSOH�� LI� WKH

IRFXV�RI�WKH�VHQWHQFH�LV�DGPLUHV�LQ�����

���� 0DU\�$'0,5(6�DFWUHVVHV�

WKH�IXQFWLRQDO�VWUXFWXUH�RI�WKH�VHQWHQFH�ZLOO�EH�OLNH�LQ�����

����� $GPLUHV��0DU\��DFWUHVVHV�

DQG�WKH�DSSURSULDWH�IXQFWLRQ�3UHVXSS��[��ZLOO�EH�OLNH�LQ�����

���� WKH�DWWLWXGH�RI�0DU\�WRZDUG�DFWUHVVHV�LV�[

6R��ZKDW�WKH�SUHVXSSRVLWLRQ�VD\V�LV�WKDW�WKH�VSHDNHU�DQG�WKH�KHDUHU�DJUHH�WR�WKH�IDFW�WKDW

VRPH�UHODWLRQ�GRHV�H[LVW�EHWZHHQ�0DU\�DQG�DFWUHVVHV�EXW�DQG�DUJXH�RYHU�ZKLFK�NLQG�

$OO� WKH� SRVVLEOH� YDOXHV� RI� [�� WKDW� LV�� YDOXHV� ZKLFK�� ZKHQ� VXEVWLWXWHG� IRU� [� LQ

3UHVXSS��[�� \LHOG�D� WUXH�SURSRVLWLRQ�� IRUP�DQRWKHU� IRUPDO�REMHFW�±� WKH�SUHVXSSRVLWLRQDO

VHW�V\PEROL]HG�DV� [�3UHVXSS��[���1DWXUDOO\��WKH�FDUGLQDOLW\�RI�WKH�SUHVXSSRVLWLRQDO�VHW�LV

PRUH�WKDQ�RQH�

7KH� SUHGLFWLRQ�� WKHQ�� LV� WKDW� WKH� SUHVXSSRVLWLRQ� RI� D� VHQWHQFH� WDNHV� WKH� IRUP

URXJKO\�H[SUHVVHG�LQ�����
�

���LV�D�FRKHUHQW�VHW

���� [�3UHVXSS��[���� ���LV�ZHOO�GHILQHG

���LV�XQGHU�GLVFXVVLRQ

7KH� QDWXUH� RI� WKHVH� FRQVWUDLQWV� QHHGV� H[SODQDWLRQ�� -DFNHQGRII� LV� IDLUO\� YDJXH

DERXW� LW�� 6LQFH� PHPEHUV� RI� WKH� VHW� WKDW� LV� FKDUDFWHUL]HG� E\� WKHVH� WKUHH� SURSHUWLHV� DUH

H[SUHVVLRQV�SRWHQWLDOO\�UHSODFLQJ�WKH�IRFXV�RI�D�VHQWHQFH��WKHQ��OHWWLQJ�D�EH�DQ�HOHPHQW�RI

WKH� VHW�� LW� VKRXOG� EH� XQGHUVWRRG� DV� UHTXLULQJ� WKDW� �[��D�� LV� FRKHUHQW�� ZHOO�GHILQHG� DQG

XQGHU�GLVFXVVLRQ�� �:H�ZLOO� HODERUDWH�RQ� WKLV� LQ� WKH�QH[W� VXEVHFWLRQ���)RU�QRZ��ZH�QRWH

WKDW�� LI� WKLV� UHDVRQLQJ� LV� FRUUHFW�� WKHQ� LW� LV� XQFOHDU� KRZ�� IRU� LQVWDQFH�� �[��D�� FDQ� EH

������������������������������ �����������������������������

�KHUH�DQG�HYHU\ZKHUH�LQ�WKLV�VHFWLRQ�LW�LV�DVVXPHG�WKDW�WKH�IRFXV�RI�D�VHQWHQFH�LV�PDUNHG�DV�D�IHDWXUH�)�LQ

WKH�V\QWDFWLF�GHVFULSWLRQ�RI�WKH�VHQWHQFH�

�$FWXDOO\��-DFNHQGRII�OLVWV�IRXU�FRQVWUDLQWV�±�WKH�WKUHH�LQ������SOXV�WKH�FRQVWUDLQW�µLV�DPHQDEOH�WR

GLVFXVVLRQ¶��/HW�DORQH�D�SUHWW\�YDJXH�QDWXUH�RI�HYHQ�WKRVH�SUHVHQWHG�LQ�������ZH�GR�QRW�VHH�KRZ�DQ\WKLQJ

FDQ�EH�µDPHQDEOH�WR�GLVFXVVLRQ¶�ZLWKRXW�EHLQJ�µXQGHU�GLVFXVVLRQ¶��7KDW�LV�WKH�UHDVRQ�ZK\�ZH�GLG�QRW

LQFOXGH�WKH�IRXUWK�FRQVWUDLQW�DERYH�



��

FRKHUHQW� EXW� QRW� ZHOO�GHILQHG�� RU�� ZHOO�GHILQHG� EXW� QRW� FRKHUHQW�� +HQFH�� ZH� WDNH� WKH

FRQVWUDLQW�RI�ZHOO�GHILQHGQHVV�WR�EH�UHVSRQVLEOH�IRU�JUDPPDWLFDO�FRUUHFWQHVV�RI� �[��D��

6LQFH�FRKHUHQFH�LV�D�VHSDUDWH�FRQVWUDLQW��LW�LV�LPSRVVLEOH�WR�YLHZ�LWV�IXQFWLRQ�DV�HQVXULQJ

JUDPPDWLFDO�FRKHUHQFH�±�WKH�MRE�DOUHDG\�GRQH�E\�WKH�SUHYLRXV�FRQVWUDLQW��6R�ZH�KDYH�WR

DVVXPH� WKDW� -DFNHQGRII� LPSOLHV� VRPH� NLQG� RI� VHPDQWLF� FRKHUHQFH�� $Q� H[DPSOH� WKDW

VXEVWDQWLDWHV� WKLV� RSLQLRQ� LV� DQ� H[SUHVVLRQ� :$//�� ZKLFK� E\� VDWLVI\LQJ� WKH� ZHOO�

GHILQHGQHVV�FRQVWUDLQW��ZRXOG�EH�FRQVLGHUHG�DV�DQ�DOWHUQDWLYH� WR� WKH� IRFXV�%2<� LQ�%2<

DGPLUHV�DFWUHVVHV��EXW� LQ�YLUWXH�RI� WKH� �VHPDQWLF��FRKHUHQFH�FRQVWUDLQW� LV�UXOHG�RXW��7KH

QDWXUH� RI� µ �[��D�� LV� XQGHU� GLVFXVVLRQ¶� LV� HYHQ�PRUH� XQFOHDU��$V� QRWHG� DERYH��ZH�ZLOO

DWWHPSW�WR�PDNH�VHQVH�RI�WKHVH�SURSHUWLHV�D�OLWWOH�ODWHU�
�

7KH� SUHVXSSRVLWLRQ� RI� WKLV� IRUP� PXVW� EH� SUHIHUUHG� RYHU� DQ� H[LVWHQWLDO

SUHVXSSRVLWLRQ�RI�WKH�IRUP��µWKHUH�H[LVWV�VRPHWKLQJ�VDWLVI\LQJ�3UHVXSS��[�¶��EHFDXVH

[�3UHVXSS��[��FDQ�EH�WKH�HPSW\�VHW�DV�LQ�12%2'<�DGPLUHV�DFWRUV�

$ORQJ� WKHVH� OLQHV�� -DFNHQGRII� KROGV� WKDW�� ZKDW� WKH� DVVHUWLRQ� RI� D� GHFODUDWLYH

VHQWHQFH�FODLPV�LV�WKDW�WKH�IRFXV�LV�D�PHPEHU�RI�WKH�SUHVXSSRVLWLRQDO�VHW��L�H��WKH�PDWHULDO

FRUUHVSRQGLQJ� WR� WKH� IRFXV� RI� WKH� VHQWHQFH�� LV� VXFK� WKDW� LW� VDWLVILHV� WKH� SUHVXSSRVLWLRQ

IXQFWLRQ�3UHVXSS��[�
�

��

+H�UHSUHVHQWV�WKLV�IDFW�IRUPDOO\�DV�LQ�����

����� )RFXV�∈� [�3UHVXSS��[�

�,Q�WKH�IROORZLQJ�VXEVHFWLRQ��-DFNHQGRII¶V�LGHDV�ZLOO�EH�PRUH�FULWLFDOO\�DQDO\]HG�

2QH�RI� WKH� WKLQJV�ZH�ZLOO�VXJJHVW�� LV� WKDW� LW� LV�SRVVLEOH� WR�YLHZ� WKH� UHTXLUHPHQW� IRU� WKH

IRFXV�WR�EH�WKH�PHPEHU�RI�WKH�SUHVXSSRVLWLRQDO�VHW�DV�WRR�ZHDN��LQ�WKH�VHQVH�WKDW��WKLV�LV

DOVR�WUXH�RI�RWKHU�PHPEHUV�RI�WKH�VHW��,Q�OLJKW�RI�WKLV��ZH�PLJKW�ZDQW�WR�VD\�WKDW�WKH�IRFXV�

ZKLOH�HYRNLQJ�DOWHUQDWLYHV��LV�WKH�XQLTXH�PHPEHU�RI�WKH�VLQJOHWRQ�VHW��RQO\�RI�ZKLFK�WKH

VSHDNHU�ZDQWV�WR�VD\�ZKDW�WKH�UHVW�RI�WKH�VHQWHQFH�FRQYH\V��WKDW�LV�

^)RFXV`� ��^\ [�3UHVXSS��[���\�`��,Q�VXFK�D�FDVH��IRU�LQVWDQFH�������ZLOO�ORRN�OLNH�WKLV�

^DGPLUHV`� �^[ �µ[�LV�DQ�DWWLWXGH�RI�0DU\�WRZDUG�DFWUHVVHV¶`��L�H���DGPLUHV� LV�WKH�DFWXDO

DWWLWXGH�RI�0DU\� WRZDUG�DFWUHVVHV��+RZHYHU��XQWLO� WKHQ��D�PRUH� WUDGLWLRQDO� -DFNHQGRII¶V

DSSURDFK�LV�HPSOR\HG�IRU�H[DPSOHV������WKURXJK�������

7KH�DVVHUWLRQ�ZLOO�WDNH�D�GLIIHUHQW�IRUP�IRU�RWKHU�VHQWHQFH�W\SHV��VXFK�DV�TXHVWLRQV

DQG�LPSHUDWLYHV�

$SSO\LQJ������DQG������WR�RXU�H[DPSOH�UHSURGXFHG�KHUH�DV�����

����� 0DU\�$'0,5(6�DFWUHVVHV

������������������������������ �����������������������������

�:KDW�ZH�VDLG�HDUOLHU�UHJDUGLQJ�WKH�VHPDQWLF�YDULDEOH�FRQVWUDLQW�±�WKDW� LW�VKRXOG�EH�SRVVLEOH� IRU�SRVVLEOH

FRQWUDVWV�WR�UHSODFH�WKH�)RFXV�ZLWKRXW�UHVXOWLQJ�XQJUDPPDWLFDOLW\�LQ�WKH�VHQWHQFH��LV�VXEVXPHG�XQGHU�����

WKURXJK�WKH�FRQVWUDLQW�RI�ZHOO�GHILQHGQHVV��

�ZH�DJDLQ�QRWH��WKDW�WKH�FRPPHQW�ZLWKLQ�EUDFNHWV�GRHV�QRW�SHUWDLQ�WR�H[SUHVVLRQV�OLNH�12%2'<���ZKLFK�

QRQHWKHOHVV��EHORQJ�WR�WKH�SUHVXSSRVLWLRQDO�VHW�



��

ZRXOG�\LHOG�WKH�SUHVXSSRVLWLRQ�RI�WKH�VHQWHQFH�DV�LQ�����

����������FRKHUHQW

���� [�>��WKH�DWWLWXGH�RI�0DU\�WRZDUG�DFWUHVVHV��LV�[�@�LV������������ZHOO�GHILQHG

����� ����������XQGHU�GLVFXVVLRQ

DQG�WKH�DVVHUWLRQ�LW�H[SUHVVHV�DV�LQ�����

���� DGPLUHV� ^[ µ[�LV�DQ�DWWLWXGH�RI�0DU\�WRZDUG�DFWUHVVHV¶`

7KH�LQWXLWLYH�FRXQWHUSDUWV�RI������DQG������FDQ�EH�JLYHQ�DV������DQG������UHVSHFWLYHO\�

���� :H�DUH�WDONLQJ�DERXW�SRVVLEOH�>DWWLWXGHV�RI�0DU\�WRZDUG�DFWUHVVHV@

���� DGPLUHV�LV�RQH�RI��>0DU\¶V�DWWLWXGHV�WRZDUG�DFWUHVVHV@

$V� LW�ZDV� QRWHG� LQ� WKH� EHJLQQLQJ� RI� WKLV� VHFWLRQ�� WKH� IRFXV�LQIOXHQFHG� VHPDQWLF

YDOXH�RI�D�FODXVH�LV�D�SDLU�FRQVLVWLQJ�RI��D��D�SURSHUW\�REWDLQHG�E\�DEVWUDFWLQJ�WKH�IRFXVHG

SKUDVH�� DQG� � E�� WKH� VHPDQWLFV� RI� WKH� IRFXVHG� SKUDVH�� :H� KDYH� VHHQ� WKDW� WKH� IRUPHU

FRUUHVSRQGV�WR�WKH�SUHVXSSRVLWLRQDO�VHW�RI�D�VHQWHQFH��ZKLOH�WKH�ODWWHU�±�WR�WKH�)RFXV�RI�D

VHQWHQFH��6R��WKH�SDLU���D���E�!��LV�LQ�IDFW�WKH�SDLU���� [�3UHVXSS��[���)RFXV�!�

$QG�LQGHHG��WKH�DVVHUWLRQ�H[SUHVVHG�E\�5RRWK¶V�H[DPSOH�LQ���D��UHSURGXFHG�KHUH

DV�����

���� -RKQ�LQWURGXFHG�%,//�WR�6XH������� [�>LQWURGXFH��M�[�V�@�E!��

LV�����

����� �E� �^[ ¶-RKQ�LQWURGXFHG�[�WR�6XH¶`

WKDW�LV��%LOO��WKH�IRFXV��EHORQJV�WR�WKH�VHW�RI� LQGLYLGXDOV�VDWLVI\LQJ�WKH�3UHVXSSRVLWLRQ�RI

WKH� VHQWHQFH� �WR� EH� µSROLWLFDOO\� FRUUHFW¶�� L�H��� WR� LQFOXGH� FDVHV� OLNH� QRERG\�� LW� LV� PRUH

DFFXUDWH�WR�VD\�WKDW�%LOO�LV�D�PHPEHU�RI�WKH�SUHVXSSRVLWLRQDO�VHW�RI�WKH�VHQWHQFH�VSHFLILHG

DV� [�>LQWURGXFH��M�[�V�@��

$QDORJRXVO\��WKH�DVVHUWLRQ�RI���E��UHSURGXFHG�KHUH�DV�����

���� -RKQ�LQWURGXFHG�%LOO�WR�68(������ \�>LQWURGXFH��M�E�\�@�V!�

LV�����

���� �V� ^\ ¶-RKQ�LQWURGXFHG�%LOO�WR�\¶`



��

LQGLFDWLQJ�WKDW�6XH� LV�RQH�RI�WKH�LQGLYLGXDOV�EHORQJLQJ�WR�WKH�SUHVXSSRVLWLRQDO�VHW�RI� WKH

VHQWHQFH�GHILQHG�DV� \�>LQWURGXFH��M�E�\�@�

������±�7KH�FULWLFLVP�RI�-DFNHQGRII

,Q� WKLV� VXEVHFWLRQ��ZH� WU\� WR�JHW�FOHDUHU�DV� WR�ZKDW� -DFNHQGRII¶V� LGHDV� UHJDUGLQJ

WKH�SUHVXSSRVLWLRQ�DQG�WKH�DVVHUWLRQ�IRU�D�VHQWHQFH�DUH��:H�ZLOO�DOVR�DWWHPSW�WR�EH�PRUH

FRQVLVWHQW�ZLWK�IRUPDO�VLGH�WR�DGHTXDWHO\�WUHDW�H[DPSOHV�LQ�VXEVHTXHQW�FKDSWHUV�

$EVWUDFW

7KH�SDUW�RI�D�VHQWHQFH�WKDW�LV�OHIW�DIWHU�DEVWUDFWLQJ�WKH�IRFXV��ZH�ZLOO�V\PEROL]H�DV�

���� [� �[���RU��^[ �[�`�

7KH�ODWWHU�LV�KDQGLHU�ZKHQ�WKH�IRUPXOD�LV�D�SDUW�RI�D�ELJJHU�RQH��:H�ZLOO�EH�UHIHUULQJ�WR

IRUPXODV�LQ�����HLWKHU�DV�µDEVWUDFW¶�RU�µSUHVXSSRVLWLRQDO¶�VHW��GHVSLWH� WKH� IDFW� WKDW��DV�ZH

VKDOO�VHH��ZLWK�SDUWLFOHV�ZH�GR�QRW�UHDOO\�JHW�WR�VSHDN�RI�µSUHVXSSRVLWLRQ¶��

3UHVXSSRVLWLRQ

:H�EHOLHYH�� WKDW�ZKHQ�JLYLQJ� WKH�FRQVWUDLQWV� WKDW�GHILQH� WKH�SUHVXSSRVLWLRQ�RI�D

VHQWHQFH��-DFNHQGRII�VKRXOG�EH�XQGHUVWRRG�DV�KROGLQJ��WKDW�WKH�SUHVXSSRVLWLRQ�LV�D�VHW�$

RI�DW�OHDVW���PHPEHUV�VXFK�WKDW�IRU�DOO�D∈$

���� [� �[��D��LV�ZHOO�GHILQHG

���� [� �[��D��LV�FRKHUHQW

���� [� �[��D��LV�XQGHU�GLVFXVVLRQ

PHDQLQJ�� WKDW� WR�FKDUDFWHUL]H�D�SUHVXSSRVLWLRQDO�VHW�DV�ZHOO�GHILQHG��FRKHUHQW�DQG�EHLQJ

XQGHU�GLVFXVVLRQ��LV�LQ�IDFW�WR�FKDUDFWHUL]H�D�VHQWHQFH�FRQWDLQLQJ�D�PHPEHU�RI�WKLV�VHW�DV

ZHOO�GHILQHG�� FRKHUHQW� DQG� EHLQJ� XQGHU� GLVFXVVLRQ�� %XW�� WKLV�� DV�ZH� DOUHDG\�PHQWLRQHG

HDUOLHU��LV�YXOQHUDEOH�WR�D�JRRG�QXPEHU�RI�GLIILFXOW�TXHVWLRQV�DULVLQJ�IURP�WKH�YDJXHQHVV

RI�WKH�ODWWHU�±�OHW�XV�WDNH�IRU�JUDQWHG�WKDW�ZH�DUH�DJUHHG�RQ�WKH�ILUVW� WZR�FRQVWUDLQWV�DQG

WKH\� SRVH� QR� SUREOHPV�� IRU� ZH� NQRZ� IURP� WKH� SUHYLRXV� VHFWLRQ� ZKDW� LW� PHDQV� IRU� D

VHQWHQFH� WR� EH� ZHOO�GHILQHG�� DQG� ZH� DOVR� NQRZ� ZKDW� LW� PHDQV� IRU� LW� WR� EH� FRKHUHQW�

+RZHYHU��WKH�WKLUG�FRQVWUDLQW�LV�VWLOO�SUREOHPDWLF��LW�LV�KDUG�WR�FRPSUHKHQG�ZKDW�H[DFWO\

WKH�PHDQLQJ�RI�D�VWDWHPHQW�µ [� �[��D��LV�XQGHU�GLVFXVVLRQ¶�LV�

$W�DQ\�UDWH��ZLWKRXW�KDYLQJ�D�GHWHUPLQDWH�DQVZHU�WR�WKH�ODVW�TXHVWLRQ�� WKH�DERYH

VHHPV�WR�EH�-DFNHQGRII¶V�LGHD�RI�D�VHQWHQFH�SUHVXSSRVLWLRQ�

([LVWHQWLDO�3UHVXSSRVLWLRQ



��

7KH�H[LVWHQWLDO�SUHVXSSRVLWLRQ�� WKDW�-DFNHQGRII� LV�UHOXFWDQW� WR�JLYH�IRFXV��ZLOO�EH

WUDQVIRUPHG�WR�WKH�IROORZLQJ�LQ�RXU�IRUPDO�IUDPHZRUN�

7KHUH�LV�DQ�HOHPHQW�E∈$�VXFK�WKDW� [� �[��E��LV�WUXH�

7KH� H[LVWHQWLDO� SUHVXSSRVLWLRQ� LQGHHG� VHHPV� WR� EH� WRR� VWURQJ� IRU� IRFXV� �WKH� YLHZ� DOVR

VKDUHG�E\�WKH�µZHDN¶�DOWHUQDWLYH�VHPDQWLFV��WR�EH�LQWURGXFHG�ODWHU�LQ�WKH�SDSHU��

$VVHUWLRQ

*LYHQ� WKDW�F∈$�LV� WKH� IRFXV�RI� VRPH� VHQWHQFH�6��ZH�KDYH� D�SDLU� EXLOW� IURP� WKH
DEVWUDFW�DQG�WKH�IRFXVHG�H[SUHVVLRQ�

���� �� [� �[���F�!

$FFRUGLQJ�WR�-DFNHQGRII��WKH�DVVHUWLRQ�H[SUHVVHG�E\�6�LV

���� �F�∈�^[ �[�`

��ZKHUH���^[ �[�`�LV�HTXLYDOHQW�WR� [� �[���

:H�VXJJHVW�WKDW�WKLV�FDQ�EH�WRR�ZHDN�IRU�F��DV�����LV�WUXH�RI�WKH�RWKHU�PHPEHUV�RI

WKH�SUHVXSSRVLWLRQDO�VHW�DV�ZHOO��EXW�XQOLNH�F��QRQH�RI� WKHP�DUH�VHOHFWHG�IRU� WKH�IRFXVHG

SRVLWLRQ��,Q�WKLV�VHQVH��F�LV�XQLTXH�DPRQJ�LWV�DOWHUQDWLYHV��7R�WKLV�HQG��ZH�SURSRVH�D�QHZ

GHILQLWLRQ�RI�WKH�DVVHUWLRQ�H[SUHVVHG�E\�6�

��� ��^F`� �^[ �[�`

���� PHDQV� WKDW�� DOWKRXJK� WKHUH� FDQ� EH� PRUH� WKDQ� RQH� PHPEHU� RI� WKH� VHW� VSHFLILHG� DV

^[ �[�`��LW�LV�DFWXDOO\�F�WKDW�LV�WKH�IRFXV��2Q�RXU�DFFRXQW�RI�WKH�DVVHUWLRQ��)RFXV�LV�QRW

MXVW�WKH�PHPEHU�RI�WKH�SUHVXSSRVLWLRQDO�VHW��EXW�LW�LV�DQ�XQLTXH�PHPEHU�RI�D�VLQJOHWRQ�VHW

FRUUHVSRQGLQJ�WR�WKH�IRFXV�RI�WKH�VHQWHQFH�6�

'HVSLWH� WKH� VLPLODULW\�� WKLV� LV� FUXFLDOO\� GLIIHUHQW� IURP� WKH� H[LVWHQWLDO

SUHVXSSRVLWLRQ�WKDW�ZH�DUH�VR�NHHQ�WR�DYRLG������LV�FDSDEOH�RI�KDQGOLQJ�WHUPV�OLNH�QRERG\

DV�WKH�IRFXV�

$Q�H[DPSOH

���� 720�LV�GUXQN

$EVWUDFW� [��[�LV�GUXQN����RU��^[ [�LV�GUXQN`�

3UHVXSSRVLWLRQ���WKHUH�LV�D�VHW�$��!���RI�HOHPHQWV�XQGHU�GLVFXVVLRQ�VXFK�WKDW�IRU�DOO�D∈$�
��µD�LV�GUXQN¶�LV�FRKHUHQW�DQG�ZHOO�GHILQHG�



��

([LVWHQWLDO�3UHVXSSRVLWLRQ� WKHUH�LV�DQ�HOHPHQW�E∈$�VXFK�WKDW

�µE�LV�GUXQN¶�LV�WUXH��WKLV�VXEVXPLQJ�WKH�ILUVW�WZR�FRQVWUDLQWV�

��0[��[�LV�GUXQN�DQG�[�LV�XQGHU�GLVFXVVLRQ�

7KH�µSDLU¶�DQG�WKH�-DFNHQGRII¶V�DVVHUWLRQ� �� [��µ[�LV�GUXQN¶���^7RP`�!

�7RP�∈�^[ [�LV�GUXQN`�

2XU�DFFRXQW�RI�DVVHUWLRQ����7KH�[�VXFK�WKDW�µ[�LV�GUXQN¶�LV�7RP

�������^7RP`� �^[ [�LV�GUXQN`�

����±�7KH�$OWHUQDWLYH�6HPDQWLFV��$6�

7KH�EDVLF�LGHD�RI�DOWHUQDWLYH�VHPDQWLFV�IRU�IRFXV��RULJLQDWLQJ�IURP��5RRWK���������

LV�WKDW�LW�WDNHV�WKH�IRFXVHG�H[SUHVVLRQ�WR�GHWHUPLQH�WKH�DGGLWLRQDO�IRFXV�VHPDQWLF�YDOXH�RI

WKH� VHQWHQFH� LQ�ZKLFK� LW� DSSHDUV�� DSDUW� IURP� WKH� RUGLQDU\� VHPDQWLF� YDOXH� WKDW� VHQWHQFH

KDV��7KH�IRFXV�VHPDQWLF�YDOXH�RI�D�VHQWHQFH�LV�WKH�VHW�RI�SURSRVLWLRQV�REWDLQDEOH�IURP�WKH

RUGLQDU\�VHPDQWLF�YDOXH�E\�PDNLQJ�D�VXEVWLWXWLRQ� LQ� WKH�SRVLWLRQ�RI� WKH� IRFXVHG�SKUDVH�

1DWXUDOO\��WKH�RUGLQDU\�VHPDQWLF�YDOXH�RI�D�VHQWHQFH�LV�DVVXPHG�WR�EH�WKH�PHPEHU�RI�WKH

IRFXV� VHPDQWLF� YDOXH� RI� WKDW� VHQWHQFH�� $GRSWLQJ� 5RRWK¶V� RZQ� QRWDWLRQ�� WKH� IRFXV

VHPDQWLF�YDOXH�RI�D�FODXVH�V�ZLOO�EH�V\PEROL]HG�DV�>>V@@
�
��ZKLOH�>>V@@

�

�ZLOO�VWDQG�IRU�WKH

RUGLQDU\�VHPDQWLF�YDOXH�RI�WKH�VDPH�FODXVH�

7KXV��LI�ZH�KDYH�D�VHQWHQFH�OLNH�

���� ,�OLNH�UHG�:,1(

7KH� IRFXV� VHPDQWLF� YDOXH� RI� WKLV� VHQWHQFH��ZLOO� EH� WKH� VHW� RI� SURSRVLWLRQV� REWDLQHG� E\

PDNLQJ�D�VXEVWLWXWLRQ�LQ�WKH�SRVLWLRQ�RI�:,1(��WKDW�LV

��D� >>,�OLNH�UHG�:,1(@@
�
� �WKH�VHW�RI�SURSRVLWLRQV�RI�WKH�IRUP�³,�OLNH�UHG�[�´

,I�WKH�IRFXV�RI�WKH�VHQWHQFH��LQVWHDG�RI�EHLQJ�RQ�ZLQH��LV�RQ�UHG���

���� ,�OLNH�5('�ZLQH�

WKHQ�QDWXUDOO\��VXEVWLWXWLRQ�ZLOO�SURFHHG�LQ�WKH�SRVLWLRQ�RI�5('��DQG�ZH�JHW�

��D� >>,�OLNH�5('�ZLQH@@
�
� �WKH�VHW�RI�SURSRVLWLRQV�RI�WKH�IRUP�³,�OLNH�[�ZLQH´

7KH�VHW�RI�SURSRVLWLRQV�RI�WKH�IRUP�³,�OLNH�UHG�[´�EHLQJ�DV�GLIIHUHQW�IURP�WKH�VHW�RI

SURSRVLWLRQV� RI� WKH� IRUP� ³,� OLNH� [� ZLQH´� DV� LW� PD\�� � ���� DQG� ���� FRQWULEXWH� WKH� VDPH



��

SURSRVLWLRQ�LQ������L�H���WKH�RUGLQDU\�VHPDQWLF�YDOXHV�RI�FODXVHV�DUH�QRW�GLUHFWO\�DIIHFWHG�E\

IRFXV�

���� 7KH�SURSRVLWLRQ�³,�OLNH�UHG�ZLQH´

7KLV�IDFW�FDQ�EH�UHSUHVHQWHG�DV�

���� >>,� OLNH� UHG�:,1(@@
�

 �>>,� OLNH�5('�ZLQH@@
�

 �WKH�SURSRVLWLRQ�³,� OLNH� UHG

ZLQH´

$FFRUGLQJ�WR��5RRWK��������HYRNLQJ�DOWHUQDWLYHV�LV�WKH�JHQHUDO�IXQFWLRQ�RI�IRFXV�

%\�µDOWHUQDWLYHV¶�KHUH��DUH�PHDQW�DOWHUQDWLYHV�WR�WKH�SURSRVLWLRQ�WKDW�LV�DFWXDOO\�H[SUHVVHG

E\�D�VHQWHQFH��$V�ZH�VDZ��DQ\�SURSRVLWLRQ�RI�WKH�IRUP��³,�OLNH�UHG�[´�FDQ�EH�FRQVLGHUHG

DQ� DOWHUQDWLYH� WR� WKH� SURSRVLWLRQ� ³,� OLNH� UHG�:,1(´�� %XW�� LW� LV� WULYLDO� WR� VHH� WKDW� WKHVH

DOWHUQDWLRQV�EHWZHHQ�SURSRVLWLRQV��DW�WKH�SURSRVLWLRQDO�OHYHO���PLJKW�EH�D�EHWWHU�WHUP���DUH�

VR�WR�VSHDN��GLUHFW�FRQVHTXHQFHV�RI�DOWHUDWLRQV�RQ�D�VPDOOHU�OHYHO��QDPHO\��RQ�WKH�OHYHO�RI

LWHPV� WKDW� DUH� IRFXVHG� LQ� WZR� VHQWHQFHV� VDLG� WR� IRUP� VXFK� DQ� DOWHUQDWLYH� SDLU� RI

SURSRVLWLRQV��)RU�LQVWDQFH������DQG����

���� -DQH�OLNHV�:+,7(�URVHV

���� -DQH�OLNHV�<(//2:�URVHV

�ERWK�RI�ZKLFK� DUH�SURSRVLWLRQV�RI� WKH� IRUP�³-DQH� OLNHV�[� URVHV´��ZKLFK� LQ� WXUQ� FDQ� EH

WDNHQ�WR�EH�WKH�IRFXV�VHPDQWLF�YDOXH�RI�HLWKHU�RI�WKHVH�VHQWHQFHV��WRJHWKHU�FRQVWLWXWH�VXFK

DQ�DOWHUQDWLYH�SURSRVLWLRQ�SDLU�RQO\�LQ�YLUWXH�RI�WKH�IDFW�WKDW�WKH�UHVSHFWLYH�IRFXVHV�RI�WKH

WZR� VHQWHQFHV� ZKLWH� DQG� \HOORZ� WKHPVHOYHV� DUH� µDOWHUQDWLYHV¶� WR� HDFK� RWKHU�� 0RUH

JHQHUDOO\�� DSDUW� IURP�UHVSHFWLYH� IRFL�EHLQJ� DOWHUQDWLYHV�� WKHUH� LV�QRWKLQJ� HOVH� LQ� WZR� �RU

PRUH��SURSRVLWLRQV�EHORQJLQJ�WR�WKH�VDPH�VHW�RI�SURSRVLWLRQV�HYRNHG�E\�D�IRFXV�VHPDQWLF

YDOXH�RI�VRPH�VHQWHQFH�6��WKDW�ZRXOG�PDNH�WKHVH�SURSRVLWLRQV�PHPEHUV�RI�VXFK�D�VHW��6R�

µDOWHUQDWLYHV� DW� WKH� SURSRVLWLRQDO� OHYHO¶� SULQFLSDOO\� FRPHV� GRZQ� WR� µDOWHUQDWLYHV� DW� WKH

IRFXV�OHYHO¶��%HLQJ�WKH�EDFNERQH�IRU�WKH�WKHRULHV�RI�WKH�VWUXFWXUHG�PHDQLQJ�VHPDQWLFV�DQG

WKH�DOWHUQDWLYH�VHPDQWLFV��WKLV�LV�DQ�LPSRUWDQW�SRLQW�DW�ZKLFK�WKH�WZR�WKHRULHV�LQWHUVHFW��2I

FRXUVH� WKH� � 606� DQG� WKH� $6� VKRZ� GLIIHUHQFHV� LQ� WKH� ZD\V� WKH\� GHDO� ZLWK� YDULRXV

OLQJXLVWLF�SKHQRPHQD��ZKLFK�ZLOO�EH�IROORZHG�WR�VRPH�H[WHQW�IRU�WKH�$6�LQ�ZKDW�FRPHV

EHORZ��� EXW�� WKH� SULQFLSDO� µLGHD� RI� DOWHUQDWLYHV¶� �L�H�� RSSRVLWLRQ� EHWZHHQ� DOWHUQDWLYHV�

VKDUHG�E\�ERWK�RI�WKHP�FDQQRW�EH�XQGHUHVWLPDWHG�IRU�HLWKHU�RI�WKH�WKHRULHV�

/HW�XV�H[DPLQH�DQ�H[DPSOH�

���� -RKQ�LQWURGXFHG�%,//�WR�6XH

7KH�606�ZLOO�YLHZ�WKH�SURSRVLWLRQ�H[SUHVVHG�LQ�����DV�D�SDLU�FRQVLVWLQJ�RI�WZR

FRPSRQHQWV��� [�>LQWURGXFH��M��[��V�@�DQG�%LOO��WKDW�LV�

���� �� [�>LQWURGXFH��M��[��V�@��E�!
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7KH�$6��RQ�WKH�RWKHU�KDQG��ZLOO�JLYH�����WKH�LQWHUSUHWDWLRQ�WR�WKH�HIIHFW�WKDW�WKH

IRFXV�GHWHUPLQHV� WKH�DGGLWLRQDO� IRFXV� VHPDQWLF�YDOXH�� L�H�� WKH� VHW�RI�SURSRVLWLRQV�RI� WKH

IRUP�µ-RKQ�LQWURGXFHG�[�WR�6XH¶�

���� >>-RKQ� LQWURGXFHG� %,//� WR� 6XH@@
�

�  � WKH� VHW� RI� SURSRVLWLRQV� RI� WKH� IRUP

µ-RKQ�LQWURGXFHG�[�WR�6XH¶

%XW��,�WKLQN�ZH�ZRXOG�EH�MXVWLILHG�LQ�VD\LQJ�WKDW��[�LQ�����LV�H[DFWO\�WKH�VDPH�DV�WKH

[�WKDW�ILJXUHV�LQ������:KDW�ZH�PHDQ�E\�µH[DFWO\�WKH�VDPH�[¶�LV�WKH�IROORZLQJ��7KH�[�LQ����

LV� D� VHPDQWLF� YDULDEOH� VXEVWLWXWHG� IRU� WKH� IRFXV�� WKH� QDWXUH� RI� ZKLFK� ZDV� GLVFXVVHG� DW

OHQJWK� LQ� WKH� SUHYLRXV� VHFWLRQ�� :KDW� 5RRWK� UHIHUV� WR� DV� D� µVHPDQWLF� YDULDEOH¶� LQ� WKH

IUDPHZRUN�RI�WKH�$6��LV�D�TXLWH�GLIIHUHQW�FRQFHSW�WKDW�LV�EH\RQG�WKH�VFRSH�RI�WKLV�ZRUN�

5LJKW�QRZ��ZH�QRWH�WKDW��DOO� WKH� UHTXLUHPHQWV�IRU� WKH�VHPDQWLF�YDULDEOH�LQ�WKH�606��DUH

DOVR�DSSOLFDEOH�WR�[�LQ������WR�WKH�YHU\�VDPH�H[WHQW��7KLV�DPRXQWV�WR�VD\LQJ��WKDW�WKH�[�LQ

���� LV� MXVW� DV� PXFK� D� VHPDQWLF� YDULDEOH� LQ� WKH� VHQVH� RI� WKH� 606�� DV� WKH� [� LQ� ���� LV�

&RQVWUDLQWV�RI� µSRVVLEOH� FRQWUDVW¶�ZLWK� WKH� IRFXV�� DQG� EHORQJLQJ� WR� WKH� VDPH� IXQFWLRQDO

VHPDQWLF�FDWHJRU\�DV�WKH�IRFXV�DUH�HTXDOO\�DFXWH�KHUH��,I�ZH�LJQRUH�VRPH�FRQGLWLRQV�RI�D

V\QWDFWLF� FKDUDFWHU� WKDW� WKH�606� LV� IUHH�RI� EXW� DUH�SUHVHQW� LQ� WKH�$6�
�

� DQG�PDNH� VRPH

JHQHUDOL]DWLRQV��ZH�FDQ� VD\� WKDW�D� VHPDQWLF� YDULDEOH� [� FDQ�EH� VXEVWLWXWHG� IRU� WKH� IRFXV

ZKHQ�LQWHUSUHWLQJ�LW�DORQJ�WKH�OLQHV�RI�WKH�606�LI�DQG�RQO\�LI�LW�FDQ�EH�VXEVWLWXWHG�IRU�WKH

IRFXV� ZKHQ� JLYLQJ� LW� DQ� LQWHUSUHWDWLRQ� WKDW� GHWHUPLQHV� WKH� DGGLWLRQDO� VHPDQWLF� YDOXH

DORQJ�WKH�OLQHV�RI�WKH�$6�

'LVUHJDUGLQJ� WKH�PDQ\�GLIIHUHQW�DVSHFWV�RI� WKH� WKHRULHV�XQGHU� FRQVLGHUDWLRQ� WKDW

EHDU�RXW�WKH�IDFW�RI�WKHLU�VXSSRVHG�LQFRPSDWLELOLW\��VWLOO��LQ�OLJKW�RI�WKH�DERYH�GLVFXVVLRQ�

WKHUH�LV�D�VHQVH�LQ�ZKLFK�WKH�$6�FDQ�EH�VDLG�WR�VXEVXPH�WKH�606����D�VWDWHPHQW�WKDW�RQO\

SHUWDLQV� WR� WKH� FKRLFH� RI� WKH� VHPDQWLF� YDULDEOH��:KDW� WKH�$6� GRHV� WKHQ�� LV� WR� JLYH� WKH

SKHQRPHQRQ�RI�IRFXV�D�SURSRVLWLRQDO�GLPHQVLRQ�

$�QLFH� LOOXVWUDWLRQ�RI� WKH� µOHYHO�GLIIHUHQFH¶�EHWZHHQ� WKH� WZR� WKHRULHV� LV� JLYHQ� LQ

�5RRWK�������� ,W� LV� LQ� WKH�FRQWH[W�RI� WKH� IRFXVLQJ� DGYHUE�RQO\��+RUQ¶V� ������� VHPDQWLFV

IRU�RQO\� FRPELQLQJ�ZLWK� D� VWUXFWXUHG�PHDQLQJ� FRQWULEXWHG� E\� WKH� UHVW� RI� WKH� VHQWHQFH�

DFFRUGLQJ�WR�5RRWK��GLFWDWHV�WKH�IROORZLQJ�UXOH�

������������������������������ �����������������������������

�&DVHV�LQGXFLQJ�D�V\QWDFWLF�FRQVWUDLQW�RQ�[�LQ�WKH�$6��WKDW�DUH�XQDEOH�WR�GR�VR�LQ�WKH�606��DUH�VLPLODU�WR�WKH

RQH�HPSKDVL]HG�LQ�WKH�VHFWLRQ������,Q�WKH�606�IUDPHZRUN��WKH�IRFL�RI�WKH�WZR�VHQWHQFHV�7RP�+,7�%LOO�DQG

7RP�/$8*+('�DW�%LOO�FDQ�EH�UHSODFHG�E\�WKH�VHPDQWLF�YDULDEOH�[��DQG�WKH�SUHVXSSRVLWLRQ�RI�ERWK�RI�WKH

VHQWHQFHV�ZLOO�EH� LGHQWLFDO� �WKRXJK�QRW�HDVLO\� VWDWHDEOH� LQ�(QJOLVK���%RWK�KLW� DQG� ODXJK�� WKHQ��ZLOO� EH� WKH

PHPEHUV�RI�WKH�VDPH�SUHVXSSRVLWLRQDO�VHW��DQG�WKH�V\QWDFWLF�GLIIHUHQFH�EHWZHHQ�WZR�YHUEV��QDPHO\��WKDW�KLW

LV�D�WUDQVLWLYH�YHUE��ZKLOH�ODXJK�WDNHV�D�33�REMHFW��ZLOO�SRVH�QR�SUREOHPV�

)RU�WKH�$6��KRZHYHU��WKH�GLIILFXOW\�LV�QRW�VR�SDLQOHVVO\�DYRLGDEOH��,Q�FDVHV�OLNH�WKLV��ZH�KDYH�WR�LQWURGXFH

DQRWKHU�UHTXLUHPHQW�±�RI�VRPH�VRUW�RI�µV\QWDFWLFDO�LGHQWLFDOLW\¶�IRU�LWHPV�WKDW�[�ZLOO�VWDQG�IRU�LQ�WKH�SURFHVV

RI�SURYLGLQJ�D�IRUPDO�UHSUHVHQWDWLRQ�IRU�WKH�UHOHYDQW�VHQWHQFH��8QOHVV�WKLV�LV�GRQH��HLWKHU�RI�WKHVH�VHQWHQFHV

FDQ�EH�FRQVLGHUHG�WR�EH�WKH�PHPEHU�RI�WKH�VHW�RI�SURSRVLWLRQV�GHWHUPLQHG�E\�WKH�IRFXV�VHPDQWLF�YDOXH�RI

WKH�RWKHU��7RP�[�%LOO��ZKLFK�FDQQRW�EH�WUXH��EHFDXVH�LW�UHVXOWV�LQ�WKH�V\QWDFWLF�LOO�IRUPHGQHVV�RI

7RP�+,7�DW�%LOO�DQG�7RP�/$8*+('�%LOO��7KH�UHDVRQ�EHKLQG�WKLV�GLIIHUHQFH�WKH�WZR�WKHRULHV�VKRZ�LV�D

PRUH�JHQHUDO�RQH�±� WKDW� WKH�$6� LV�D� WKHRU\�RSHUDWLQJ�RQ� WKH�SURSRVLWLRQDO� OHYHO� XQOLNH� WKH� 606��%XW�� DV

DOUHDG\�VXJJHVWHG�DERYH��IRU�WKH�FODLP�SUHVHQWO\�PDGH��FDVHV�OLNH�WKLV�RQH�FDQ�EH�LJQRUHG�RQ� WKH�EDVLV�RI

WKHLU�UHODWLYHO\�VPDOO�QXPEHU�DQG�D�VSHFLILF�QDWXUH�



��

����� RQO\�FRPELQLQJ�ZLWK�WKH�VWUXFWXUHG�PHDQLQJ����5��D � �����������D � !��\LHOGV�WKH

DVVHUWLRQ

∀[ � ����������[ � �>5��[ � ����������[ � ��τ���[ � ����������[ � !� ���D � �����������D � !@�

WRJHWKHU�ZLWK�WKH�SUHVXSSRVLWLRQ����5��D � �����������D � !

$SSO\LQJ�WKLV�UXOH�WR�WKH�VHQWHQFH

����� -RKQ�RQO\�LQWURGXFHG�%,//�WR�6XH�

ZKLFK��LQ�WKH�606�UHFHLYHV�WKH�IRUPDO�UHSUHVHQWDWLRQ�LQ�����

����� �� [�>LQWURGXFH��M��[��V�@��E�!�

ZH�JHW��WKDW�WKH�DVVHUWLRQ�H[SUHVVHG�E\�WKH�VHQWHQFH�LV

����� ∀[�>LQWURGXFH��M��[��V��τ�[� �E@

WRJHWKHU�ZLWK�WKH�SUHVXSSRVLWLRQ�

����� LQWURGXFH��M��E��V�

,QIRUPDOO\�������PHDQV�WKDW�ZKDW������DVVHUWV�LV�WKDW�WKHUH�ZDV�QRERG\�RWKHU�WKDQ�%LOO�WKDW

-RKQ� LQWURGXFHG� WR�6XH�� �����PDNHV� LW� FOHDU� WKDW� �����SUHVXSSRVHV� WKDW� -RKQ� LQWURGXFHG

%LOO�WR�6XH��WKDW�LV��WKLV�IDFW�LV�WDNHQ�IRU�JUDQWHG�EHIRUH������EHFRPHV�PHDQLQJIXO�

5RRWK�JLYHV�KLV�RZQ�YHUVLRQ�RI�D�UXOH�IRU�RQO\�LQ�WHUPV�RI�DOWHUQDWLYH�VHPDQWLFV�

����� RQO\�FRPELQLQJ�ZLWK�D�FODXVH� �\LHOGV�WKH�DVVHUWLRQ

∀S��>S�χ�>> �@@
�

��.���S�LV�WUXH���τ���S� �>> �@@
�
�@��DQG�WKH�SUHVXSSRVLWLRQ�S

WKDW� LV�� SXW� LQIRUPDOO\�� QR� DOWHUQDWLYH� WR� >> � @@
�
� LV� ERWK�� GLVWLQFW� IURP� >> � @@

�
� DQG� WUXH�

(YHU\�SURSRVLWLRQ�RI� WKH� IRUP�³-RKQ� LQWURGXFHG�[� WR�6XH´� LV�³-RKQ� LQWURGXFHG�%,//� WR

6XH´��DQG�IXUWKHUPRUH��LW�LV�SUHVXSSRVHG�WKDW�-RKQ�LQWURGXFHG�%LOO�WR�6XH�

,W�LV�HDV\�WR�VHH�WKDW�WKH�GLIIHUHQFH�EHWZHHQ�WKH�UXOHV�LQ������DQG������LV�WKDW�LQ�WKH

ODWWHU��TXDQWLILFDWLRQ�LV�DW�WKH�OHYHO�RI�SURSRVLWLRQV�

6LQFH� WKH� WKHRU\� JUDQWV� IRFXV� WKH� IXQFWLRQ� RI� HYRNLQJ� DOWHUQDWLYHV� WR� WKH

SURSRVLWLRQ� H[SUHVVHG� E\� RULJLQDO� VHQWHQFH�� WKH� SUHVXSSRVLWLRQ� ZRXOG� QDWXUDOO\� EH

H[SHFWHG�WR�EH�GHILQHG�DV�RQH�RI�WKH�DOWHUQDWLYHV�EHLQJ�WUXH��,Q�IDFW��WKLV�ZDV�WKH�SRVLWLRQ

DGKHUHG�WR�LQ�WKH�µVWURQJHU¶�YHUVLRQV�RI�WKH�$6��+RZHYHU��VHWWOLQJ�RQ�WKH�ZHDNHU�YDULDQW�

5RRWK�FRQFHGHV�WKDW�ZKDW�-DFNHQGRII� WKRXJKW�DERXW� WKH�SUHVXSSRVLWLRQ��QDPHO\� WKDW� WKH

H[LVWHQWLDO�SUHVXSSRVLWLRQ�ZDV�SUREDEO\� WRR�VWURQJ�RI�D� FRQGLWLRQ� IRU� IRFXV�� LV� WKH�YLHZ

WKDW� LV� WR�EH�XSKHOG�IRU� WKH�$6�DV�ZHOO��3UREOHPDWLF�DUH�H[DPSOHV� OLNH� ����� �WDNHQ�IURP

5RRWK��������



��

����� -2+1�LV�JRLQJ�WR�GLQQHU�ZLWK�WKH�VSHDNHU

)RFXV�LQ�������GRHV�QRW�LQWURGXFH�D�SUHVXSSRVLWLRQ�WKDW�VRPHRQH�LV�JRLQJ�WR�GLQQHU

ZLWK�WKH�VSHDNHU��,Q�RWKHU�ZRUGV��MXVW�EHFDXVH�VRPHERG\�XWWHUHG�WKH�VHQWHQFH�LQ������ZLWK

-RKQ�DV�LWV�IRFXV��LW�GRHV�QRW�IROORZ�WKDW�LI�LW�KDG�QRW�EHHQ�-RKQ��LW�QHFHVVDULO\�ZRXOG�KDYH

EHHQ�VRPHERG\�HOVH�JRLQJ�WR�GLQQHU�ZLWK�WKH�VSHDNHU��2Q�WKH�RWKHU�KDQG��WKH�TXHVWLRQHU

LQ����D��PLJKW�ZHOO�EH�XQGHUVWRRG�DV�WDNLQJ�IRU�JUDQWHG�WKDW�VRPHRQH�LV�JRLQJ�WR�GLQQHU

ZLWK�WKH�VSHDNHU�

�����D $��:KR�LV�JRLQJ�WR�GLQQHU�ZLWK�WKH�VSHDNHU�"

��������E %���-2+1�LV�JRLQJ

,Q� YLHZ� RI� WKH� ODFN� RI� VXFK� LQWXLWLRQV� IRU� ������ DQG� DOVR�� GXH� WR� VRPH� RWKHU

FRPSOLFDWLRQV� �D� GHWDLOHG� GLVFXVVLRQ� RI� ZKLFK� KHUH� ZRXOG� OHDG� XV� WRR� IDU��� 5RRWK

FRQFOXGHV� WKDW�� LQVWHDG� RI� H[LVWHQWLDO� SUHVXSSRVLWLRQ�� IRFXV� VKRXOG� UDWKHU� EH� JLYHQ� D

ZHDNHU� VHPDQWLFV� RI� HYRNLQJ� �UHOHYDQW�� DOWHUQDWLYHV�� ZLWKRXW� DQ\� RI� WKHP� EHLQJ� WUXH�

7KXV��IRU������D�VHW�RI�SURSRVLWLRQV�RI� WKH� IRUP�³[� LV�JRLQJ� WR�GLQQHU�ZLWK� WKH�VSHDNHU´

ZLOO�EH�HYRNHG��ZLWKRXW�D�FRPPLWPHQW�WR�WKH�FODLP�WKDW�WKHUH�LV�VRPHERG\�ZKR�LV�JRLQJ

WR�GLQQHU�ZLWK�WKH�VSHDNHU�

����±�+HQGULNV¶V�7KHRU\

:H�VWDUW�ZLWK�QRWLQJ� WKDW�ZKDW� LV� UHIHUUHG� WR�DV� µ+HQGULNV¶V�7KHRU\¶� WKURXJKRXW

WKLV� VHFWLRQ� LV� QRW� D� µWKLUG� DOWHUQDWLYH¶� WR� WKH� IRFXV� WKHRULHV� DOUHDG\� GLVFXVVHG�� ,Q� IDFW�

WKHUH�LV�QR�VXFK�WKLQJ�DV�µ+HQGULNV¶V�WKHRU\¶��EXW�UDWKHU��D�ZRUN�E\�WKH�DXWKRU�WKDW��DPRQJ

PDQ\� RWKHU� LVVXHV�� GHDOV� ZLWK� WKH� SKHQRPHQD� RI� LQIRUPDWLRQ� SDFNDJLQJ� DQG� IRFXV�

UHDFKLQJ�LWV�FXOPLQDWLRQ�LQ�D�VSHFLILF�K\SRWKHVLV�WKDW�ZH�ZLOO�WDNH�XS�ODWHU��1HYHUWKHOHVV�

FRQFHQWUDWLQJ�PDLQO\�RQ�WKH�QRQ�PRQRWRQLFLW\�K\SRWKHVLV�� IRU� WKH�HDVH�RI� UHIHUHQFH��ZH

ZLOO�EH�UHIHUULQJ�WR�WKLV�ZRUN�DV�µ+HQGULNV¶V�WKHRU\¶�RU�MXVW�µWKH�WKHRU\¶�

7KXV�� +HQGULNV¶V� WKHRU\� DVVXPHV� 9DOOGXYL¶V� DFFRXQW� RI� LQIRUPDWLRQ� SDFNDJLQJ

������������������ ZKLFK� LV� D� FRPELQDWLRQ� RI� WZR� SUDJPDWLF� DSSURDFKHV�� WKH

WRSLF�FRPPHQW� DSSURDFK� DQG� WKH� IRFXV�JURXQG� DSSURDFK�� 7KH� TXHVWLRQ� DV� WR� ZKHUH

+HQGULNV¶V� WKHRU\� VLWV� ZLWK� UHVSHFW� WR� RWKHU� WZR� WKHRULHV� RI� IRFXV�� LV� QRW� RQH� ZH� DUH

SULPDULO\� LQWHUHVWHG� LQ��+RZHYHU�� LW� FDQ�EH�QRWHG�� MXGJLQJ�E\� WKH� IDFW� WKDW� LW� DVVXPHV� D

VHQWHQFH�WR�EH�VSOLW� LQWR� IRFXV�DQG�JURXQG� �ZKLFK�LV�IXUWKHU�VSOLW� LQWR� OLQN�DQG� WDLO�� LW� LV

9DOOGXYL�EDVHG��ZKLFK�LQ�WXUQ��LV�FORVHU�WR�WKH�606��UDWKHU�WKDQ�WKH�$6�

%HIRUH� JRLQJ� WR� WKH� K\SRWKHVLV� LWVHOI�� ZH� ZLOO� JLYH� H[SODQDWLRQV� RI� WKH� QHZO\

LQWURGXFHG� WHUPV� DQG� ZLOO� ORFDWH� WKHP� LQ� WKH� UHDOP� RI� DOUHDG\� DGRSWHG� µFRQFHSWXDO

VFKHPH¶�

$V�+HQGULNV�QRWHV���SDJH�����



��

µ7KH�WRSLF�FRPPHQW��RU�WKHPH�UKHPH��DSSURDFK�VSOLWV�WKH�VHW�RI�VXEH[SUHVVLRQV�RI

D� VHQWHQFH� LQWR� � D� WRSLF�� WKH� ±� W\SLFDOO\� VHQWHQFH�LQLWLDO� SDUW� ±� WKDW� H[SUHVVHV�ZKDW� WKH

VHQWHQFH� LV� DERXW�� DQG� D� FRPPHQW�� WKH�SDUW� WKDW� H[SUHVVHV�ZKDW� LV� VDLG� DERXW� WKH� WRSLF�

7RSLFV� DUH� SRLQWV� RI� GHSDUWXUH� IRU�ZKDW� WKH� VHQWHQFH� FRQYH\V�� WKH\� OLQN� LW� WR� SUHYLRXV

GLVFRXUVH�� 6HQWHQFHV� PD\� EH� WRSLF�OHVV�� VR�FDOOHG� µSUHVHQWDWLRQDO¶� RU� µQHZV¶� VHQWHQFHV

FRQVLVW�HQWLUHO\�RI�D�FRPPHQW�¶

$QG�IXUWKHU�EHORZ�RQ�WKH�VDPH�SDJH�

µ�«� WKH� WZR� WUDGLWLRQDO� ELQRPLDO� IRFXV�JURXQG� DQG� WRSLF�FRPPHQW� DUWLFXODWLRQV

DUH� FRQIODWHG� LQWR� D� VLQJOH� WULQRPLDO� DQG� KLHUDUFKLFDO� RQH� LQ� 9DOOGXYL¶V� ������� �����

������DFFRXQW�RI�LQIRUPDWLRQ�SDFNDJLQJ��«�,Q�DGGLWLRQ��WKH�JURXQG�LV�IXUWKHU�GLYLGHG�LQWR

WKH� OLQN��ZKLFK�FRUUHVSRQGV�DSSUR[LPDWHO\� WR� WKH� WRSLF� LQ� WKH� WUDGLWLRQDO� WRSLF�FRPPHQW

DSSURDFK�� DQG� WDLO� >� ZKLFK� SRLQWV� DW� DQ� LQIRUPDWLRQ� UHFRUG� ±� QRUPDOO\� D� �SRVVLEO\

XQGHUVSHFLILHG�� FRQGLWLRQ� ±� RQ� WKH� ILOH� FDUG� IF� WKDW� FRQVWLWXWHV� WKH� ORFXV� RI� XSGDWH�

5(&25'��IF���DQG�LQGLFDWHV�WKDW�LW�KDV�WR�EH�PRGLILHG��RU�IXUWKHU�VSHFLILHG��E\�WKH�IRFXV

LQIRUPDWLRQ� @�� 7KXV�� RQ� 9DOOGXYL¶V� SURSRVDO�� WKH� LQIRUPDWLRQ� LQ� WKH� KHDUHU¶V� PRGHO� LV

OLWHUDOO\�WDNHQ�WR�EH�RUJDQL]HG�LQ�ILOH�FDUGV��D�PHWDSKRU�LQWURGXFHG�LQ��+HLP��������
� �

7R� IXUWKHU� LOOXVWUDWH� WKH� UHODWLRQV� LQ� ZKLFK� WHUPV� EHORQJLQJ� WR� WKH� WZR� GLVWLQFW

SUDJPDWLF�DSSURDFKHV�URXJKO\�VWDQG��D�WDEOH�EHORZ�LV�JLYHQ�

���

WRSLF FRPPHQW

OLQN WDLO IRFXV

JURXQG IRFXV

2Q�D�VSHFLILF�H[DPSOH��WKLV�ZRXOG�ORRN�OLNH�

���

WRSLF FRPPHQW

7KH�WHDFKHU ORYHV ,&(�&5($0

OLQN WDLO IRFXV

JURXQG IRFXV

7KH� ILQDO� WKLQJ� WR�QRWH� EHIRUH� WXUQLQJ� WR� WKH� DFWXDO� K\SRWKHVLV� LV� WKH� IROORZLQJ�

DFFRUGLQJ� WR�+HQGULNV�� LQ�(QJOLVK� �DQG�'XWFK��� WKH� IRFXV� LV� DVVRFLDWHG�ZLWK� D�+�SLWFK

������������������������������ ����������������������������
���

�/DWHU�RQ�LQ�WKH�SDSHU��LW�LV�DUJXHG��WKDW�IRU�FHUWDLQ�UHDVRQV��.DPS¶V�GLVFRXUVH�UHSUHVHQWDWLRQ�VWUXFWXUHV�DUH

WR�EH�SUHIHUUHG�RYHU�+HLPLDQ�ILOHV�ZKHQ�PRGHOLQJ�RI�WKH�LQIRUPDWLRQ�WKH�KHDUHU�KDV��%XW��WKH�GHWDLOV�RI�WKLV

GLVFXVVLRQ�DUH�TXLWH�LUUHOHYDQW�IRU�RXU�SUHVHQW�FRQFHUQV��4XRWHV�DUH�SULPDULO\�PHDQW�WR�H[SOLFDWH�WKH�QRWLRQV

RI�OLQN�DQG�WDLO��ZKLFK�ZLOO�EH�DOOXGHG�WR�LQ�WKH�GLVFXVVLRQ�WR�IROORZ�



��

DFFHQW��PDUNHG�ZLWK�FDSV�LQ������� OLQNV�±�ZLWK�DQ�/�+�DFFHQW� �PDUNHG�ZLWK�EROGIDFH��

DQG�WDLOV�DUH�FKDUDFWHUL]HG�E\�EHLQJ�GHDFFHQWHG��PDUNHG�ZLWK�LWDOLFV��
� �

7KH�K\SRWKHVLV�UHDGV�DV�IROORZV�

��� 1RQ�±�0RQRWRQLF�$QDSKRUD�+\SRWKHVLV��1$+��

/LQNKRRG� �PDUNHG� E\� /�+� DFFHQW� LQ� (QJOLVK�� VHUYHV� WR� VLJQDO� QRQ�

PRQRWRQLF�DQDSKRUD��,I�DQ�H[SUHVVLRQ�LV�D�OLQN��WKHQ�LWV�GLVFRXUVH�UHIHUHQW

<�LV�DQDSKRULF�WR�DQ�DQWHFHGHQW�GLVFRXUVH�UHIHUHQW�;�VXFK�WKDW�;�»�<�

7KH�K\SRWKHVLV�DIIHFWV�D�UDQJH�RI�SKHQRPHQD�������DPRQJ�RWKHUV���VXEVXPHV�QRQ�

LGHQWLW\�DQDSKRUD��FRQWUDVWLYH�VWUHVV��FRUUHFWLRQ��SURQRXQ�UHIHUHQW�UHVROXWLRQ�

:H� ZLOO� JR� WKURXJK� VRPH� H[DPSOHV� �WDNHQ� IURP� +HQGULNV�� WR� ZLWQHVV� WKH

HIIHFWLYHQHVV�RI�WKH�1$+��HVSHFLDOO\�ZLWK�UHVSHFW�WR�WKH�SKHQRPHQD�OLVWHG�LQ�WKH�SUHYLRXV

SDUDJUDSK�

�QRQ�LGHQWLW\�DQDSKRUD�

���� 7HQ�JX\V�ZHUH�SOD\LQJ�EDVNHWEDOO�LQ�WKH�UDLQ�

7KH�IDWKHUV�ZHUH�KDYLQJ�IXQ�

���� 7HQ�JX\V�ZHUH�SOD\LQJ�EDVNHWEDOO�LQ�WKH�UDLQ�

7KH�IDWKHUV�ZHUH�KDYLQJ�IXQ�

/�+�DFFHQW�RQ�IDWKHUV�LQ�����UHVXOWV�LQ�WKH�UHDGLQJ��LQ�ZKLFK�IDWKHUV��ZKR�ZHUH�KDYLQJ

IXQ� FRQVWLWXWH� D� SURSHU� VXEVHW� RI� WKH� WHQ� EDVNHWEDOO�SOD\LQJ� JX\V� �QRQ�PRQRWRQLFLW\��

ZKLOH�����KDV�DQ�µLGHQWLW\¶�UHDGLQJ�WR�WKH�HIIHFW�WKDW�IDWKHUV��EHLQJ�DQDSKRULF�WR�WHQ�JX\V�

GHQRWHV� WKH� H[DFWO\� VDPH� VHW� DV� WKH� ODWWHU��6LQFH� IDWKHU� LV� D� UHODWLRQDO� QRXQ�� WKHUH� LV� DQ

DGGLWLRQDO� QRQ�PRQRWRQLF� UHDGLQJ� WKDW� IDWKHUV� RI� WKH� WHQ� JX\V� SOD\LQJ� EDVNHWEDOO� ZHUH

KDYLQJ�IXQ�

�FRQWUDVWLYH�VWUHVV�

���� :KHUH�FDQ�,�ILQG�FXWOHU\"

7KH�IRUNV�DUH�LQ�WKH�FXSERDUG��EXW

7KH�NQLYHV�,�OHIW�LQ�WKH�GUDZHU�

+RZHYHU��DV�+HQGULNV�QRWHV��FRQWUDVW�LV�QRW�QHFHVVDU\�IRU�/�+�DFFHQW�

���� :KHUH�FDQ�,�ILQG�FXWOHU\"

7KH�IRUNV�DUH�LQ�WKH�FXSERDUG�

������������������������������ ����������������������������
� �

�)RU�PRUH�RQ�GLIIHUHQW�W\SHV�RI��SLWFK��DFFHQWV�DQG�PHDQLQJV�DVVRFLDWHG�ZLWK�WKHP�WKH�UHDGHU�LV�UHIHUUHG�WR

�3LHUKXPEHUW��-���DQG�-��+LUVFKEHUJ�������



��

0HUH�QRQ�PRQRWRQLFLW\�VXIILFHV�

�FRUUHFWLRQV�

���� $����-RKQ�ZDV�VWXQJ�E\�02648,726�

%����+H�ZDV�VWXQJ�E\�EHHV�

1RQ�PRQRWRQLFLW\�ILJXUHV�KHUH�WRR��EHFDXVH�D�VHQWHQFH�OLNH

���� +H�ZDV�VWXQJ�E\�LQVHFWV�

ZRXOG�EH�D�YHU\�XQQDWXUDO�µFRUUHFWLRQ¶�RI�VRPHRQH�XWWHULQJ�WKH�ILUVW�VHQWHQFH�LQ�����

�SURQRXQ�UHIHUHQW�UHVROXWLRQ�

�����D��3DXO�FDOOHG�-LP�D�5HSXEOLFDQ��7KHQ�KH�LQVXOWHG�KLP�

��������E� 3DXO�FDOOHG�-LP�D�5HSXEOLFDQ��7KHQ�KH�LQVXOWHG�KLP�

,Q� ���D���EHFDXVH�RI� V\QWDFWLF�SDUDOOHOLVP�� WKH�DQWHFHGHQWV� IRU� WKH�SURQRXQV�KH� DQG�KLP

DUH�GHWHUPLQHG�DV�3DXO�DQG�-LP�� UHVSHFWLYHO\�� ,W� LV� WKH�H[LVWHQFH�RI� µSLWFK�DFFHQWLQJ¶�RQ

WKH�VDPH�SURQRXQV�LQ����E���WKDW�UHYHUVHV�WKH�SUHIHUHQFHV�WR�-LP�DQG�3DXO�� UHVSHFWLYHO\�

:LWKRXW� JRLQJ� LQWR� GHWDLOV��ZH�ZLOO� MXVW� VD\�� WKH� DXWKRU� VKRZV� WKDW� RQH� RI� WKH�ZD\V� WR

QLFHO\� DFFRXQW� IRU� WKH� ODWWHU� UHDGLQJ� LV� WR� DVVXPH� WKDW� WKH� DQDSKRUD� LQYROYHG� LV� QRQ�

PRQRWRQLF�

*LYHQ�WKDW�ZH�DUH�RQO\�FRQFHUQHG�ZLWK�VWUHVVHG�SDUWLFOHV�LQ�WKLV�SURMHFW��ZH�OHDYH

RXW�PDQ\�GLIIHUHQW�REVHUYDWLRQV�LQ�WKH�SDSHU��QDUURZO\�IRFXVLQJ�RQ�ZKDW�ZH�KDYH�WULHG�WR

VXPPDUL]H�RQ�WKH�ODVW�FRXSOH�RI�SDJHV�

,Q�VHFWLRQ������ZH�ZLOO�WU\�WR�VNHWFK�WKH�UHVXOWV�RI�WUDQVIHUULQJ�RI�WKH�PDLQ�LGHDV

GHYHORSHG�LQ�+HQGULNV¶V�WKHRU\�WR�IRFXVHG�SDUWLFOHV�



��

&KDSWHU���±�7KH�$SSOLFDWLRQ

����±�3DUWLFOHV�LQ�WKH�6WUXFWXUHG�0HDQLQJ�6HPDQWLFV

:KDW� WKH� WKHRU\� RI� WKH� VWUXFWXUHG�PHDQLQJ� VHPDQWLFV� IRU� IRFXV� KDV� WR� VD\�ZLWK

UHVSHFW� WR� VWUHVVHG� SDUWLFOHV� FRPSULVHV� VHYHUDO� HOHPHQWV�� ZKLFK� DUH� WR� EH� FRQVLGHUHG

LQGHSHQGHQWO\�IURP�RQH�DQRWKHU��7KH�ULJKW�NLQG�RI�TXHVWLRQV�WR�DVN�DW�WKLV�SRLQW�,�EHOLHYH

WR�EH�WKH�IROORZLQJ��+RZ�GR�ZH�KRSH�WR�DSSO\� WKH� WKHRU\� WR�VWUHVVHG�SDUWLFOHV"� ,Q�ZKDW

VHQVH�DW�DOO�LV�WKH�WKHRU\�WKRXJKW�WR�EH�DSSOLFDEOH�WR�WKLV�RU�WKDW�VWUHVVHG�RFFXUUHQFH�RI�D

SDUWLFOH"�%HIRUH�JRLQJ�WR�VXFK�VSHFLILF�µVHQVHV¶�RI�WKH�SRVVLEOH�DQVZHU�WR�WKHVH�TXHVWLRQV�

D� UHDVRQDEOH� WKLQJ� WR� GR�ZRXOG� EH� WR� WU\� WR� FODULI\� H[DFWO\�ZKDW� WDVN� LW� LV� WKDW�ZH� DUH

IDFLQJ��ILJXUDWLYHO\�VSHDNLQJ��WU\�WR�JHW�D�JOLPSVH�RI�WKH�DQLPDO�ZH�DUH�DIWHU��$QG��WKH�EHVW

ZD\�WR�JR�DERXW�WKLV�OLHV�LQ�WKH�IROORZLQJ�UHDVRQLQJ�SDWWHUQ�

,Q�ERWK�RI�WKH�IROORZLQJ�WZR�VHQWHQFHV�

���� 0DU\�$'0,5(6�DFWUHVVHV

���� 1LFN�LV�72&+�LQ�$PVWHUGDP

FHUWDLQ�VXEH[SUHVVLRQV�RI�VHQWHQFHV�DUH� LQWRQDWLRQDOO\�SURPLQHQW��6R�� WKH� WZR�VHQWHQFHV

FDQ�EH�VDLG�WR�VKRZ�D�VLPLODULW\�LQ�WHUPV�RI�WKH�DVVLJQPHQW�RI�WKH�PDLQ�VWUHVV�WR�VWULFWO\

RQH��DV�RSSRVHG� WR�PRUH� WKDQ�RQH��RU� WR�DOO��RI� WKH� VXEH[SUHVVLRQV�SUHVHQW� LQ� WKH�JLYHQ

VHQWHQFH��/HW�XV�LQTXLUH�MXVW�KRZ�IDU�WKLV�LQWRQDWLRQDO�OLNHQHVV�RI�VHQWHQFHV�JRHV��,Q�����

WKH�VWUHVV� IDOOV�RQ�D�YHUE��ZKLOH� LW� LV�D�SDUWLFOH� WKDW� LV�VWUHVVHG� LQ� ����� ����FDQ�EH� UHDGLO\

FRQFHLYHG� RI� DV� DQ� DSSURSULDWH� FDQGLGDWH� IRU� VXEMHFWLQJ� LW� WR� WKH� VWUXFWXUHG� PHDQLQJ

WUHDWPHQW�RI�IRFXV�±�SUHFLVHO\�EHFDXVH�ZH�VD\�WKDW�DGPLUHV�LV�WKH�IRFXV�RI�WKLV�VHQWHQFH�

7KLQJV�DUH�QRW�VR�VLPSOH�ZLWK�����RQ�WKH�RWKHU�KDQG��,W�LV�QRW�DW�DOO�HVWDEOLVKHG�ZKDW�NLQG

RI�VWUHVV�LW�LV�WKDW�WRFK�EHDUV�LQ������ ,V�LW�D�IRFDO�RQH�±�WKH�TXHVWLRQ��D�SRVLWLYH�DQVZHU�WR

ZKLFK�IRUFHV�XV�WR�UHJDUG�WRFK�DV�WKH�IRFXV�RI�WKH�VHQWHQFH��RU�LV�LW�VRPHWKLQJ�GLIIHUHQW�

DQG�WRFK�LV�QR�IRFXV��DW�OHDVW�LQ�WKH�WUDGLWLRQDO�VHQVH�RI�WKH�ZRUG�

7KUHH� GLIIHUHQW� SRVVLELOLWLHV� RI� JRLQJ� DERXW� WKLV� VHHP� WR� HPHUJH�� :H� VKDOO� JR

WKURXJK�WKHP�RQH�E\�RQH�

������±�1RW�3RVVLEOH

0DQ\�ZRXOG�VXEVFULEH�WR�WKH�YLHZ�WKDW� WKH�ZKROH�SURMHFW� LV�RQ� WKH�ZURQJ� WUDFN�

:H�FDQQRW�KRSH�WKH�VWUXFWXUHG�PHDQLQJ�VHPDQWLFV�WR�SURYLGH�XV�ZLWK�DQ\�KHOSIXO�LQVLJKWV�

EHFDXVH� VWUHVVHG� SDUWLFOHV� FDQQRW� EH� WUHDWHG� DV� IRFL�� ,W� LV� GXELRXV�ZKHWKHU� WKH\� FDQ� EH
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TXHVWLRQHG�GLUHFWO\�RU�EH�UHJDUGHG�DV�FRQYH\LQJ��µQHZ¶�LQIRUPDWLRQ�LQ�D�VHQWHQFH��ERWK�RI

ZKLFK�DUH�IHDWXUHV�FRPPRQO\�DWWULEXWHG�WR�WKH�IRFXV�RI�D�VHQWHQFH�

7KLV� SRVLWLRQ� FDQ� EH� TXLWH� SODXVLEOH� IRU� WKH� UHDVRQ� RI� QRW� KDYLQJ� DQ\� VWURQJ

HYLGHQFH� WR� WKH� FRQWUDU\�� 7KHUH� DUH� IHZ� FDVHV� ZKHUH� SDUWLFOHV� DQVZHU� TXHVWLRQV� DOO� RQ

WKHLU�RZQ��IRU� WKH� ODUJH�SDUW� WKHVH�DUH� \HV�QR�TXHVWLRQV���EXW� LW� LV�TXLWH�KDUG� WR� WKLQN�RI

SDUWLFOHV� WKDW�FDQ�EH�TXHVWLRQHG��$OWKRXJK� LW� LV�SRVVLEOH� WR� LPDJLQH�D�FRQWH[W� LQ�ZKLFK�

VD\���WKH�FRPELQDWLRQ�RI�WZR�SDUWLFOHV���WRFK�ZHO��WRFK�QLHW��ZRXOG�VHUYH�DV�DQ�DQVZHU�WR�D

TXHVWLRQ��LW�LV�D�KRSHOHVV�WDVN�WR�IRUPXODWH�D�TXHVWLRQ�LQ�WKH�FRQWH[W�RI�����WR�ZKLFK�72&+

ZRXOG�EH�DQ�DGHTXDWH�DQVZHU�WDNHQ�LQ�LVRODWLRQ��WKDW� LV��72&+� LQ� ����VLPSO\�FDQQRW�EH

TXHVWLRQHG��$QG�LI�DQ\�SDUWLFOH�FDQ��LW�GRHV�QRW�IROORZ�WKDW�RWKHUV�FDQ��

0XFK�WKH�VDPH�VLWXDWLRQ�REWDLQV�LQ�UHJDUGV�ZLWK�D�TXHVWLRQ�RI�µQHZ¶�LQIRUPDWLRQ�

,Q� D�FRQWH[W�ZKHUH�� VD\� WRFK�ZHO� �WRFK�QLHW�� VHUYHV� DV� DQ� DQVZHU� WR� VRPH�TXHVWLRQ�� WKH

TXHVWLRQHU� FDQ� EH� VDLG� WR� KDYH� UHFHLYHG� WKH� LQIRUPDWLRQ� KH� DVNHG� IRU� WKURXJK� WKHVH

SDUWLFOHV�� L�H�� WKH� VSHDNHU� GLG� FRQYH\� QHZ� LQIRUPDWLRQ� WKURXJK� SDUWLFOHV�� +RZHYHU�

GHFLGLQJ� H[DFWO\� ZKLFK� RI� WKH� WZR� SDUWLFOHV� WKH� �FRQYH\LQJ� RI�� QHZ� LQIRUPDWLRQ� LV

DVVRFLDWHG�ZLWK�LV�DW�EHVW�OHIW�WR�D�FRQMHFWXUH��7KH�DQVZHU�W\SLFDOO\�FRQYH\V�D�SRODULW\��:H

GHQ\�WKH�VSHDNHU¶V�H[SHFWDWLRQ��,�H��WKH�QHZ�DQVZHU�LV�HLWKHU�µQR¶�RU�µ\HV¶��EXW�ZKDWHYHU�LW

LV��LW�LV�DJDLQVW�WKH�VSHDNHU¶V�H[SHFWDWLRQ��%HVLGHV��FDVHV�OLNH�WKLV�DUH�IDLUO\�UDUH��DQG�LW�LV

HYHQ�KDUGHU�WR�WKLQN�RI�LQVWDQFHV�LQ�ZKLFK�D�VLQJOH�SDUWLFOH�ZRXOG�SOD\�WKH�VDPH�UROH�

$W�DQ\�UDWH�DQG�GHVSLWH�WKH�IDFW�WKDW�WKH�YLHZ�RI�D�FRPSOHWH�LQDSSOLFDELOLW\�RI�WKH

606�WR�SDUWLFOHV�RXWOLQHG�DERYH�LV�GHIHQVLEOH��IRU�WKH�QH[W�WZR�VXEVHFWLRQV�ZH�ZLOO�WDNH�D

PRUH� µRSWLPLVWLF¶� DSSURDFK�� 6LQFH� WKH� LVVXH� LV� QRW� RQH� RI� DOUHDG\� HVWDEOLVKHG� RQHV� LQ

OLWHUDWXUH��DQG�PDQ\�DUJXPHQWV�IRU�DQG�DJDLQVW�LW�DUH�DYDLODEOH��ZH�VKDOO�IHHO�IUHH�WR�PDNH

WKH�DVVXPSWLRQ� WKDW� VHQWHQFHV� OLNH� ���� H[SOLFDWH�XVHV�RI� SDUWLFOHV� ZLWK� IRFDO� VWUHVV�� DQG

WKDW�WKHVH�SDUWLFOHV�VHUYH�DV�IRFL�LQ�WKHLU�UHVSHFWLYH�VHQWHQFHV�

������±�7KH�8QPRGLILHG�9HUVLRQ

,Q�WKLV�VXEVHFWLRQ��ZH�ZLOO�PDNH�WKH�ILUVW�DWWHPSW�RI�DW�OHDVW�URXJKO\�RXWOLQLQJ

ZKDW�WKH�606�ZRXOG�SUHGLFW�ZLWK�UHVSHFW�WR�VWUHVVHG�SDUWLFOHV��7KH�HPSKDVLV�LQ�WKH

SURFHVV�ZLOO�EH�RQ�VWD\LQJ�DV�FORVH�WR�WKH�RULJLQDO�606�IUDPHZRUN�DV�SRVVLEOH�

,Q�WKLV�FRQQHFWLRQ�ZH�ZLOO�QHHG�WR�FRQVLGHU�����DQG�����RQFH�DJDLQ��6LQFH��XQGHU

RXU�DVVXPSWLRQ��SDUWLFOHV�DUH�SHUFHLYHG�DV�IRFL��LW�ZRXOG�EH�QDWXUDO�IRU�XV�WR�H[SHFW� WKDW

DGPLUH� DQG� WRFK� ZLOO� GLVSOD\� VLPLODU� SURSHUWLHV� LQ� WHUPV� RI� WKH� 606�� 5HFDOOLQJ� WKH

UHOHYDQW� IRUPDOLVPV� IURP� WKH� VHFWLRQ� ������� ZH� KDYH� WKDW� WKH� SUHVXSSRVLWLRQ� RI� WKH

VHQWHQFH�LQ�����LV�WKH�H[LVWHQFH�RI�D�VHW�$�ZLWK�FDUGLQDOLW\�>��

��� ^[�_�µ[�LV�DQ�DWWLWXGH�RI�0DU\�WRZDUG�DFWUHVVHV¶�LV�FRKHUHQW��ZHOO�GHILQHG�

XQGHU�GLVFXVVLRQ`

�ZKHUH��µ[�LV�DQ�DWWLWXGH�RI�0DU\�WRZDUG�DFWUHVVHV¶�w� �[��� ���������
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2Q�RXU�DFFRXQW�RI�WKH�DVVHUWLRQ��WKH�DVVHUWLRQ�����H[SUHVVHV��WKHQ��ZLOO�EH�

��� ^DGPLUHV`�� �����

6LPLODU� IRUPDO� UHSUHVHQWDWLRQV� VKRXOG� EH� SRVVLEOH� IRU� ���� DV� ZHOO�� 7R� DUULYH� DW

VRPHWKLQJ�KDYLQJ� �WHQWDWLYH�� IRUPV�RI� ����DQG� ����� OHW� XV� IXUWKHU� UHFDOO� WKDW� LQ� WKH�606

IUDPHZRUN�WKH�SURSRVLWLRQ�H[SUHVVHG�E\�����LV�YLHZHG�DV�D�SDLU�FRQVLVWLQJ�RI�D�SURSHUW\

REWDLQHG�E\� DEVWUDFWLQJ� WKH� IRFXVHG� H[SUHVVLRQ� �WRFK�� DQG� WKH� VHPDQWLFV�RI� WKH� IRFXVHG

H[SUHVVLRQ��L�H��WKH�VHPDQWLFV�RI�WRFK�LWVHOI���:KHQ�ZH�DEVWUDFW�WKH�IRFXVHG�H[SUHVVLRQ�RQ

RXU�ZD\�WR�IRUPDO�UHSUHVHQWDWLRQV��ZKDW�UHPDLQV�LQ�WKH�SODFH�RI� WKH�IRFXVHG�H[SUHVVLRQ�

WKDW�LV��LQ�WKH�ILUVW�PHPEHU�RI�WKH�SDLU��LV�D�YDULDEOH��[��� WKH�UDQJH�RI�ZKLFK��DV�QRWHG�LQ

VHFWLRQ������LV�OLPLWHG�E\�D�µSRVVLEOH�FRQWUDVW¶�FRQVWUDLQW��7KH�VHFRQG�PHPEHU�RI�WKH�SDLU

WKHQ��ZKLFK�LV�WKH�IRFXVHG�H[SUHVVLRQ�LWVHOI��LQGLFDWHV�WKDW�KDYLQJ�µPRYHG¶�WR�D�SRVLWLRQ�RI

WKH�VHFRQG�PHPEHU�RI�WKH�SDLU�LW�OHIW�LWV�WUDFH�LQ�WKH�IRFXVHG�SRVLWLRQ�V\PEROL]HG�ZLWK�D

YDULDEOH�[��7KH�LGHD�LV�WKDW�WKH�VHPDQWLF�YDULDEOH�[�VXEVWLWXWHG�IRU�WKH�IRFXVHG�H[SUHVVLRQ

FDQ� EH� ORRNHG� DW� DV� D� WUDFH� WKH� ODWWHU� OHIW� LQ� WKH� SURFHVV� RI� SURYLGLQJ� D� IRUPDO

UHSUHVHQWDWLRQ�LQ�DFFRUGDQFH�ZLWK�WKH�606�IUDPHZRUN��7KXV��[��LQ�WKH�ILUVW�PHPEHU�RI�WKH

SDLU��LV�D�WUDFH�DGPLUHV�OHIW�µEHIRUH�EHFRPLQJ¶�WKH�VHFRQG�PHPEHU�RI�WKH�SDLU�LQ����

������������^[�_�µ[�LV�DQ�DWWLWXGH�RI�0DU\�WRZDUG�DFWUHVVHV¶�LV�FRKHUHQW��ZHOO�GHILQHG

����� �DQG�XQGHU��GLVFXVVLRQ`��DGPLUHV�!

ZKHUH��WKH�ILUVW�PHPEHU�RI�WKH�SDLU�LV�WKH�$EVWUDFW��DQG�DGPLUHV�LV�WKH�)RFXV�

��$EVWUDFW��)RFXV�!�

7KH�SRVVLEOH�UHIHUHQFHV�RI�[�LQ������DVVXPLQJ�D�FHUWDLQ�VHPDQWLF�PRGHO��LV�D�VHW�RI

SUHGLFDWHV� FRQWDLQHG� LQ� WKDW�PRGHO��$OWHUQDWLYHO\��ZKHQ� WKH� IRFXVHG� H[SUHVVLRQ� LV�QRW� D

SUHGLFDWH��[�FRXOG�UHIHU�WR�RWKHU�HQWLWLHV�WKDW�H[LVW�LQ�WKH�PRGHO�

1RZ�� WR� EH� DEOH� WR� ZULWH� WKH� URXJK� HTXLYDOHQW� RI� ���� IRU� VHQWHQFHV� LQYROYLQJ

IRFXVHG�SDUWLFOHV�DQG�IRU�����LQ�VSHFLILF��ZH�KDYH�WR�DVVXPH�WKDW�SDUWLFOHV��WRR��OHDYH�VRPH

NLQG� RI� WUDFH� EHKLQG� WKHP� WKDW� FDQ� EH� V\PEROL]HG� ZLWK� D� µYDULDEOH¶�� ,� XVHG� LQYHUWHG

FRPPDV�LQ�RUGHU�WR�LQGLFDWH�WKDW�D�WHUP�YDULDEOH�FDQ�EH�HPSOR\HG�WR�UHIHU�WR�WKH�WUDFH�D

FHUWDLQ� SDUWLFOH� OHIW� DIWHU� LW� RQO\� E\� PDLQWDLQLQJ� D� FRQVLGHUDEOH� IOH[LELOLW\� LQ� XVDJH�

:KDWHYHU�LW�LV�WKDW�SDUWLFOHV�OHDYH�LQ�WKH�IRFXVHG�SRVLWLRQV�FDQQRW�EH�GHQRWHG�E\�ORJLFDO

YDULDEOHV� WKDW�� QRUPDOO\�� UHIHU� WR� HQWLWLHV� LQ� D�PRGHO�� RU� DUH� RWKHUZLVH� SURYLGHG�ZLWK� D

OHJLWLPDWH� VHW� WR� UDQJH� RYHU��:KLOH� SURYLGLQJ� RI� VXFK� D� VHW� LV� HDVLO\� SRVVLEOH� IRU� WKHVH

YDULDEOHV�� LW� LV�GLIILFXOW� WR�JHW�DQ� LQWXLWLYH� LGHD�RI�ZKDW�ξ� VWDQGV� IRU� LQ� �����ZKLFK� LV� DQ
HTXLYDOHQW�RI�����IRU����

����� ��^ξ��_�µ1LFN�LV��ξ��LQ�$PVWHUGDP¶�LV�FRKHUHQW��ZHOO�GHILQHG�DQG�XQGHU
GLVFXVVLRQ`��WRFK�!

ZKHUH�µ1LFN�LV�ξ�LQ�$PVWHUGDP¶�w� �ξ���WKH�ILUVW�PHPEHU�RI�WKH�SDLU�LV�WKH�$EVWUDFW�WRFK

EHLQJ�WKH�)RFXV�



��

:KDW¶V��ξ�"�±�ZRXOG�EH�D�QDWXUDO�TXHVWLRQ�WKDW�ZH�ILQG�KDUG�EXW�QRW�LPSRVVLEOH�WR
DQVZHU���$IWHU�EURZVLQJ�DOO�V\QWDFWLFDOO\�DOORZHG�H[SUHVVLRQV�LQ�WKH�SRVLWLRQ�RI�ξ� LQ����
ZH�FDQ�FRPH�XS�ZLWK�D�IROORZLQJ�RSHQ�HQGHG�OLVW�

��� 1LFN�LV�ILQDOO\�LQ�$PVWHUGDP

� 1LFN�LV��XQ�IRUWXQDWHO\�LQ�$PVWHUGDP

� 1LFN�LV��OLNH�,�WROG�\RX��LQ�$PVWHUGDP

1LFN�LV��DV�QRWHG�DERYH��LQ�$PVWHUGDP

1LFN�LV��DV�H[SHFWHG��LQ�$PVWHUGDP

1LFN�LV�EDFN�LQ�$PVWHUGDP

1LFN�LV�DOZD\V�VRPHWLPHV�QHYHU�LQ�$PVWHUGDP

1LFN�LV�LOO�LQ�$PVWHUGDP

DQG�HWF�

/HW� XV� QRWH� ULJKW� DZD\� WKDW� WKH� ODVW� RQH� RI� WKHVH� FODXVHV� LV� V\QWDFWLFDOO\� TXLWH

GLIIHUHQW� IURP�WKH�UHVW�RI� WKH�JURXS��ZKLFK�LQ�LWV� WXUQ��FDQ�EH�EURNHQ�GRZQ�LQWR�VPDOOHU

RQHV�EDVHG�RQ� WKH�GLIIHUHQW� VRUWV�RI� WKLQJV� WKHVH� H[SUHVVLRQV� VD\� DERXW�1LFN¶V�EHLQJ� LQ

$PVWHUGDP�� $OO� RI� WKHP� �LQFOXGLQJ� WKH� ODVW� RQH�� VRPHKRZ� PRGLI\� 1LFN¶V� EHLQJ� LQ

$PVWHUGDP��<HW��WKHVH�PRGLILHUV�YDU\�D�JUHDW�GHDO��)RU�LQVWDQFH��WKHUH�LV�D�FOHDU�µWHPSRUDO

VXEJURXS¶�FRPSULVLQJ�DOZD\V��VRPHWLPH�DQG�QHYHU���ILQDOO\�WRJHWKHU�ZLWK��XQ�IRUWXQDWHO\

ZRXOG�DOVR�EH�FODVVLILHG�DV�IRUPLQJ�D�VHSDUDWH�JURXS��VDPH�KROGV�IRU�H[SUHVVLRQV�OLNH��DV

H[SHFWHG��DV�QRWHG�DERYH��OLNH�,�WROG�\RX�DQG�HWF��:KLOH�PRGLILHU�FODVVLILFDWLRQ�QRW�EHLQJ

RXU�SDUWLFXODU�FRQFHUQ�IRU�WKH�WLPH�EHLQJ��ZH�FDQ�QRWH�WKDW�SDUWLFOHV�VKRZ�D�FRQVLGHUDEOH

VLPLODULW\�ZLWK�WKH�ODVW�JURXS�����DQ�REVHUYDWLRQ�WKDW�FDQ�KHOS�XV�LQ�JUDVSLQJ��PHDQLQJ�RI

SDUWLFOHV�LQ�JHQHUDO��DQG�DV�D�UHVXOW��LQ�LPSURYLQJ�RXU�LQWXLWLRQV�DV�WR�ZKDW�ξ�FDQ�EH�WDNHQ
WR�VWDQG�IRU�LQ�����

,W� LV� GLIILFXOW� WR� VWDWH� SUHFLVHO\� ZKDW� PDNHV� XV� SHUFHLYH� WKH� FORVHQHVV� EHWZHHQ

H[SUHVVLRQV� OLNH� DV� H[SHFWHG�� DV� QRWHG� DERYH�� OLNH� ,� WROG� \RX� DQG� SDUWLFOHV�� EXW� LW� LV

REYLRXV�WKDW�WKHVH�WZR�XQGRXEWHGO\�DUH�PRUH�OLNH�HDFK�RWKHU�LQ�WKH�SRVLWLRQ�RI�ξ��WKDQ�OLNH
RWKHU� PRGLILHUV�� 2QH� SURSRVDO� DORQJ� WKHVH� OLQHV� FRXOG� EH� WKDW� ERWK� SDUWLFOHV� DQG

SDUHQWKHWLFDO�H[SUHVVLRQV�UHODWH�WKH�VHQWHQFH�WKH\�DSSHDU� LQ�WR�WKH�UHVW�RI�GLVFRXUVH��DQG

WKXV�� GR� QRW� FRQWULEXWH� WR� WKH� SURSRVLWLRQDO� FRQWHQW� RI� WKH� VHQWHQFH�� ,I� WKLV� LV� VR�� WKH

SUHVXSSRVLWLRQ�RI�����SUHVHQWHG�KHUH�DV����

��� ^ξ� _� µ1LFN� LV� ξ� LQ� $PVWHUGDP¶� LV� FRKHUHQW�� ZHOO�GHILQHG� DQG� XQGHU
GLVFXVVLRQ`

�ZKHUH��µ1LFN�LV�ξ�LQ�$PVWHUGDP¶�w� �ξ����FRXOG�EH�LQWHUSUHWHG�DV

����������ξ�LV�D��FRKHUHQW��ZHOO�GHILQHG�DQG�XQGHU�GLVFXVVLRQ��ZD\�LQ�ZKLFK�WKH�IDFW
RI�1LFN¶V�EHLQJ�LQ�$PVWHUGDP�FDQ�EH�VLWWLQJ�LQ�WKH�FRQWH[W

7KH�DVVHUWLRQ�H[SUHVVHG�E\�����LQ�VXFK�D�FDVH�ZRXOG�EH�



��

���� ^WRFK`�� �����

WKDW�LV�WR�VD\�

���� WRFK� LV� WKH� DFWXDO� �FRKHUHQW�� ZHOO�GHILQHG� DQG� XQGHU�GLVFXVVLRQ�� ZD\� LQ

ZKLFK�WKH�IDFW�RI�1LFN¶V�EHLQJ�LQ�$PVWHUGDP�VLWV�LQ�WKH�FRQWH[W

7KH� DERYH�� LQGHHG�� ZRXOG� ORRN� OLNH� D� SODXVLEOH� VFHQDULR�� EXW� WKHUH� LV� D� VHYHUH

SUREOHP�ZDLWLQJ� LI�ZH� SXUVXH� WKLV� OLQH�� ,W� FRQVLVWV� LQ� H[LVWHQFH� RI� SDUWLFOHV�ZLWK�� VR� WR

VSHDN��QHJDWLYH�YDOXHV��QLHW��QHYHU��DOPRVW�DQG�HWF�
� �
�7KH�GLIILFXOW\� LV� WKDW�ZKHQ�DQ\�RI

WKHVH�LV�LQ�WKH�SRVLWLRQ�RI�ξ���ZH�FDQ�QR�ORQJHU�WDON�DERXW�1LFN¶V�EHLQJ�LQ�$PVWHUGDP��,Q
WKH�FDVH�RI��IRU�LQVWDQFH��QLHW�

���� 1LFN�LV�QLHW�LQ�$PVWHUGDP

WKH� SUHVXSSRVLWLRQ� LV� QR� ORQJHU� WKDW�QLHW� LV� D�ZD\� LQ�ZKLFK� WKH� IDFW� RI�1LFN¶V� EHLQJ� LQ

$PVWHUGDP� VLWV� LQ� WKH� FRQWH[W�� 0RUHRYHU�� ZLWK� ����� ZH� DVVHUW� WKDW� 1LFN� LV� QRW� LQ

$PVWHUGDP��7KXV��LW�LV�QRW�MXVW�WKH�LVVXH�RI�D�VHW�RI�H[SUHVVLRQV�WKDW�FDQ�EH�VXEVWLWXWHG�IRU

ξ�LQ�����WKDW�\HW�QHHGV�WR�EH�VHWWOHG��EXW�WKH�YHU\�IDFW�RI�1LFN¶V�EHLQJ�LQ�$PVWHUGDP�

,W�LV�QRWHZRUWK\�WKDW�D�VLPLODU�FRPSOLFDWLRQ�DULVHV�ZLWK�RWKHU�WHUPV�LQ�WKH�IRFXVHG

SRVLWLRQ�
���
�7KHUH��LW�LV�D�UHTXLUHPHQW�RI�QRW�JLYLQJ�IRFXV�WKH�H[LVWHQWLDO�SUHVXSSRVLWLRQ��$V

DOUHDG\�QRWHG��WKLV�ZRXOG�SUHYHQW�XV�IURP�FRQVLGHULQJ�12%2'<�DV�DQ�DOWHUQDWLYH�WR�WKH

IRFXVHG�0$5<�LQ�����

���� 0$5<�DGPLUHV�DFWUHVVHV

ZKLFK�LV�QRW�WKH�NLQG�RI�UHVXOW�ZH�ZRXOG�ZDQW�WR�DUULYH�DW�LQ�WKH�606��RU�LQ�WKH�$6�IRU

WKDW�PDWWHU�� ,Q� IDFW�� LW�ZDV�SUHFLVHO\�EHFDXVH�RI� WKLV� WKDW� LQ�ERWK� WKHVH� WKHRULHV� IRFXV� LV

JLYHQ�D�ZHDNHU��QRQ�H[LVWHQWLDO�SUHVXSSRVLWLRQ�

)RU�RXU�FDVH�ZLWK�SDUWLFOHV�WKLV�KDV�D�FRQVHTXHQFH��WKDW�LW�PDNHV�LW�LPSRVVLEOH�WR

LQWHUSUHW�WKH�SUHVXSSRVLWLRQ�DV�LQ������XQOHVV�ZH�UHVWULFW�WKH�DFFHVV�WR�ξ�IRU�QHJDWLYH�YDOXH
SDUWLFOHV��6LQFH�WKHUH�LV�QR�JRRG�UHDVRQ�IRU�GRLQJ�VR��LW�ZRXOG�VHHP�WKDW�WKHUH�LV�QR�RWKHU

ZD\�RI�FRQVWUXFWLQJ�WKH�SUHVXSSRVLWLRQDO�VHW�RWKHU�WKDQ�EDVHG�H[FOXVLYHO\�RQ�FDWHJRULFDO

VDPHQHVV� �ZKLFK� FRUUHVSRQGV� WR� WKH� FRQVWUDLQW� RI�ZHOO�GHILQHGQHVV��ZKLOH� GLVSRVLQJ� RI

WZR�RWKHU�FRQVWUDLQWV�RI�FRKHUHQFH�DQG�EHLQJ�XQGHU�GLVFXVVLRQ���7KDW� LV��DQ\�H[SUHVVLRQ

EHORQJLQJ� WR� WKH� VDPH� JUDPPDWLFDO� FDWHJRU\� ZLWK� WKH� IRFXV� ZLOO� EH� D� PHPEHU� RI� WKH

SUHVXSSRVLWLRQDO�VHW��7KLV�ODVW�UHVXOW�LV�QRW�VRPHWKLQJ�FKDUDFWHULVWLF�RQO\�RI�SDUWLFOHV��7KH

IDFW�WKDW�WKH�H[LVWHQWLDO�SUHVXSSRVLWLRQ�LV�WRR�VWURQJ�IRU�QRQ�SDUWLFOH�IRFL��SXWV�WKH�UHOHYDQW

������������������������������ ����������������������������
���
�'XWFK�FRXQWHUSDUWV�RI�WKHVH�(QJOLVK�SDUWLFOHV��RI�FRXUVH

���
�7KLV�VKRXOG�QRW�EH�XQGHUVWRRG�DV�SHUWDLQLQJ�WR�WKH�FRQFHSW�RI�WKH��IL[HG��IRFXV�SRVLWLRQ�LQ�D�VHQWHQFH��%\

µRWKHU�WHUPV�LQ�WKH�IRFXVHG�SRVLWLRQ¶�ZH�MXVW�PHDQ�IRFL�RWKHU�WKDQ�SDUWLFOHV��7KH�SUREOHP�RI�WKH��IL[HG��IRFXV

SRVLWLRQ�GRHV�QRW�FRQFHUQ�XV�LQ�WKLV�SDSHU�



��

SUHVXSSRVLWLRQDO� VHWV� RI� WKHVH� LQ� ODUJHO\� WKH� VDPH� VLWXDWLRQ�
���
� 6R�� IRUPXODWLQJ� RI

SUHVXSSRVLWLRQ�IRU�SDUWLFOH�IRFL�DV�LQ�����VKRXOG�EH�UHMHFWHG��YHU\�PXFK�OLNH�WKH�H[LVWHQWLDO

SUHVXSSRVLWLRQ�LV�UHMHFWHG�IRU�QRQ�SDUWLFOH�IRFL�

&RQVHTXHQWO\�� WKH� SUHVXSSRVLWLRQDO� VHW� IRU� ����ZLOO� EH� FRQVWUXFWHG� EDVHG� RQ� FDWHJRULFDO

VDPHQHVV�RI�LWV�PHPEHUV�DQG�ZLOO�ORRN�VRPHWKLQJ�OLNH�WKLV�

���� ^WRFK��QLHW��ZHO��LQGHUGDDG��LPPHUV��«`

5HMHFWLQJ� ���� SUDFWLFDOO\� PHDQV� WKDW� ZH� UHMHFW� DQ\� SRVVLELOLW\� RI� VWDWLQJ� WKH

SUHVXSSRVLWLRQ�LQ�IRUP�RI�����IRU�VHQWHQFHV�OLNH������,Q�WKH�PHDQWLPH��ZH�DJUHH�WKDW�ZH�GR

KDYH�WKH�SUHVXSSRVLWLRQDO�VHW��RU� WKH�DEVWUDFW��KRZHYHU�FRQVWUXFWHG��7DNHQ� WRJHWKHU�� WKH

ODVW� WZR� VHQWHQFHV� QDWXUDOO\� OHDG� XV� WR� D� VXIILFLHQWO\�PRGLILHG� YHUVLRQ� RI� WKH� 606� IRU

IRFXVHG�SDUWLFOHV��ZKLFK�ZLOO�EH�WKH�VXEMHFW�RI�WKH�QH[W�VXEVHFWLRQ�

2WKHUZLVH��LI�ZH�ZDQW�WR�DGKHUH�WR�WKH�RULJLQDO�606�IUDPHZRUN�WU\LQJ�WR�PDLQWDLQ

PRVW�RI�LWV�IHDWXUHV�XQFKDQJHG��ZH�KDYH�WR�PDNH�URRP�IRU�WKH�DGGLWLRQDO�FRQVWUDLQW�WR�WKH

HIIHFW� WKDW� QHJDWLYH�YDOXH� SDUWLFOHV� DUH� QRW� DOORZHG� LQ� WKH� SUHVXSSRVLWLRQDO� VHW�� D

FRQVWUDLQW�WKH�PRWLYDWLRQ�EHKLQG�ZKLFK�LV�DW�OHDVW�GXELRXV�

������±�7KH�0RGLILHG�9HUVLRQ

,Q� D�PRGLILHG� YHUVLRQ� RI� WKH� 606� SURSRVHG� LQ� WKLV� VXEVHFWLRQ�ZH� DJUHH� RQ� WKH

IROORZLQJ�WHUPV�IRU�WKH�VHQWHQFH�LQ�����

•� ZH� DUH� QRW� LQ� WKH� SRVLWLRQ� WR� VWDWH� WKH� SUHVXSSRVLWLRQ� LQ� WHUPV� RI� DEVWUDFWLQJ� WKH
IRFXVHG�72&+� �WKH� LGHD� RI� SUHVXSSRVLWLRQ� LQ� WKH� 606��� ZH� FDQQRW� WDON� DERXW� WKH

PHPEHUV�RI� WKH�SUHVXSSRVLWLRQDO� VHW� VDWLVI\LQJ� WKH� UHOHYDQW�SUHVXSSRVLWLRQ� IXQFWLRQ�

EHFDXVH�QR�VXFK�IXQFWLRQ�FDQ�EH�VWDWHG�LQ�WKH�ILUVW�SODFH

•� ZH� KDYH� WKH� SUHVXSSRVLWLRQDO� VHW� FRQVWUXFWHG� H[FOXVLYHO\� RQ� WKH� FULWHULRQ� RI� WKH
FDWHJRULFDO�VDPHQHVV��KHQFH�QHJDWLYH�YDOXH�SDUWLFOHV�DUH�LQFOXGHG�

•� WKH�IRUP�1LFN�LV�ξ��LQ�$PVWHUGDP�FDQ�EH�PDLQWDLQHG�IRU�SXUSRVHV�RI�FRQYHQLHQFH��ξ
VLPSO\�LQGLFDWLQJ�WKH�SRVLWLRQ�ZKHUH�RWKHU�PHPEHUV�RI�WKH�SUHVXSSRVLWLRQDO�VHW�FDQ�EH

LQVHUWHG���EXW�QRW�IRU�IRUPLQJ�WKH�SUHVXSSRVLWLRQ

/HW� XV� QRZ� EULHIO\� VNHWFK� ZKDW� SLFWXUH� ZH� KDYH� DUULYHG� DW� XS� WR� WKLV� PRPHQW�

7DNLQJ�LQWR�DFFRXQW�WKH�WHUPV�OLVWHG�DERYH��ZH�URXJKO\�KDYH�WKDW�WKH�VSHDNHU¶V�FKRLFH�RI

D� FHUWDLQ� SDUWLFOH� IURP� WKH� SUHVXSSRVLWLRQDO� VHW� ^WRFK�� QLHW�� ZHO�� LQGHUGDDG«`� LV

XQH[SODLQDEOH��EHFDXVH�ZH�FDQQRW�VWDWH�ZKDW�WKH�SUHVXSSRVLWLRQ�LV�ZKHQ�WKH\�DUH�DEVHQW

������������������������������ ����������������������������
���
� ODUJHO\�DQG�QRW�H[DFWO\��EHFDXVH�LQ�FDVH�ZLWK�QRQ�SDUWLFOH� IRFL��DORQJ�ZLWK�WKH�EDVLF�FRQVWUDLQW�RI�ZHOO�

GHILQHGQHVV��WKHUH�DUH�FRQVWUDLQWV�RI�EHLQJ�XQGHU�GLVFXVVLRQ�DQG�WKH�FRQVWUDLQW�RI�FRKHUHQFH��7KH�FRKHUHQFH

FRQVWUDLQW� LV�UHGXQGDQW� IRU�SUHVXSSRVLWLRQDO�VHWV�PDGH�XS�IURP�SDUWLFOHV� LQ�YLHZ�RI� WKH� ODFN�RI� UHIHUHQWLDO

PHDQLQJ�IRU�WKHVH�HQWLWLHV�



��

IURP� WKH� VHQWHQFH��0RUH� DFFXUDWHO\�� WKH� SUREOHP� LV� EURDGHU��ZH� GR� QRW� \HW� XQGHUVWDQG

ZK\�WKH�VSHDNHU�XVHV�SDUWLFOHV�DW�DOO��IRU�WKH�FRQWH[W�ZKLFK�WKH�VSHDNHU�LV�LQ��LV�IDPLOLDU�WR

WKH� KHDUHU� DV� ZHOO� � �WKLV� GRHV� QRW� SHUWDLQ� WR� QHJDWLYH� YDOXH� SDUWLFOHV�� WKH� HIIHFW� RI� WKH

SUHVHQFH�RI�ZKLFK�LV�TXLWH�REYLRXV�IRU�WKH�SURSRVLWLRQDO�FRQWHQW�RI�WKH�VHQWHQFH��

7KXV��ZH�VHHP�WR�KDYH�D�JRRG�EXQFK�RI�TXHVWLRQV�DORQJ�WKHVH�OLQHV��+HUH�DUH�WZR

RI�WKHP�

�� ,I�QRW�LQGLFDWLQJ�KRZ�WKH�VHQWHQFH�VLWV�LQ�WKH�FRQWH[W��WKH�SRVVLELOLW\�ZKLFK�ZH

UHMHFWHG���ZKDW�UROH�GRHV�WKH�VSHDNHU�SOD\�ZKHQ�XWWHULQJ�D�SDUWLFOH�DV�D�SDUW�RI

WKH�VHQWHQFH�XWWHUHG"

�� +RZ�GR�ZH�DFFRXQW�IRU�WKH�IDFW�WKDW��IRU�LQVWDQFH�WRFK��GHSHQGLQJ�RQ�ZKHWKHU

LW�LV�IRFXVHG�RU�QRW�LQ�WKH�SRVLWLRQ�RI�ξ��KDV�GLIIHUHQW�µUDQJHV�RI�XVDJH¶"

%RWK�RI�WKHVH�DQG�RWKHU�K\SRWKHWLFDO�TXHVWLRQV�ZH�ZLOO�WU\�WR�DQVZHU�LQ�FKDSWHU���

ZKHUH�ZH�SURSRVH�D�SRVVLEOH� VWHS� WRZDUG�D� VROXWLRQ�ZLWKLQ� WKH�PRGLILHG�YHUVLRQ�RI� WKH

606�

,Q�WKH�QH[W�WZR�VHFWLRQV�RI� WKH�SDSHU�ZH�ZLOO� WU\� WR�µVTXHH]H�RXW¶�DQ\�DGGLWLRQDO

REVHUYDWLRQV�ZH�KRSH�WR�ILQG�LQ�WZR�RWKHU�WKHRULHV��WKDW�ZLOO�EH�WXQHG�XS�IRU�GHDOLQJ�ZLWK

SDUWLFOHV�

����±�3DUWLFOHV�LQ�WKH�$OWHUQDWLYH�6HPDQWLFV

:H�ZLOO�QRW�ODXQFK�D�GHWDLOHG�H[SORUDWLRQ�RI�WKH�RXWFRPHV�WKDW�DSSOLFDWLRQ�RI�WKH

WKHRU\�RI�WKH�$OWHUQDWLYH�6HPDQWLFV�WR�SDUWLFOHV�PD\�EULQJ��$V�DUJXHG�LQ�VHFWLRQ������WKH

$6�DQG�WKH�606�VKRZ�D�FRQVLGHUDEOH�VLPLODULW\�LQ�WHUPV�RI�FRQVWUDLQLQJ�WKH�FKRLFH�RI�WKH

VHPDQWLF�YDULDEOH��L�H��IRFXV�DOWHUQDWLYHV��WR�EH�VXEVWLWXWHG�IRU�WKH�IRFXVHG�H[SUHVVLRQ�

,W� ZLOO� VXIILFH� WR� VD\� WKDW�� JLYHQ� WKH� EDVLF� IXQFWLRQ� RI� HYRNLQJ� DOWHUQDWLYHV� IRU

IRFXV��WKH�IRFXV�VHPDQWLF�YDOXH�RI

���� 1LFN�LV�72&+�LQ�$PVWHUGDP

ZLOO�EH�

���� >>1LFN�LV�72&+�LQ�$PVWHUGDP@@
�

� �WKH�VHW�RI�SURSRVLWLRQV�RI�WKH�IRUP

�����������³1LFN�LV�ξ�LQ�$PVWHUGDP´�

DQ\�DQDO\VLV�RI�ZKLFK�ZLOO�KDYH�WR�QHFHVVDULO\�JR�WKURXJK�WKH�LQTXLULQJ�LQWR�WKH�QDWXUH�RI

WKH�SURSRVLWLRQ�1LFN� LV�ξ� � LQ�$PVWHUGDP��7KLV�� LQ� LWV� WXUQ�� WDNHV�XV�EDFN� WR� VHFWLRQ�����

ZKHUH�VXFK�DQ�DQDO\VLV�LV�XQGHUWDNHQ��DOEHLW�LQ�WKH�606�IUDPHZRUN�



��

,I�� QHYHUWKHOHVV�� WKH� UHDGHU� FDQ� IRUHVHH� DQ\� GLIIHUHQFHV� EHWZHHQ� WKH� WZR

DSSURDFKHV��ZH�H[SHFW�WKHP�QRW�WR�EH�DV�GUDVWLF�DV�WR�FDXVH�SULQFLSDO�PRGLILFDWLRQV�LQ�RXU

UHDVRQLQJ�RYHU�WKH�PDWWHU�

����±�3DUWLFOHV�LQ�+HQGULNV¶V�7KHRU\

������±�$�&RXQWHUH[DPSOH

$OWKRXJK� ZH� EHOLHYH� WKDW� WKH� 1RQ�0RQRWRQLF� $QDSKRUD� +\SRWKHVLV� �1$+�

SURSRVHG� E\� +HQGULNV� GRHV� SURYLGH� D� NH\� WR� LQWHUHVWLQJO\� DFFRXQWLQJ� IRU� D� YDULHW\� RI

OLQJXLVWLF�SKHQRPHQD��LW�VHHPV�WKDW�WKLV�WKHRU\�WRR��LV�QRW�ZLWKRXW�LWV�FRXQWHUH[DPSOH��/HW

XV�UHFDOO�RQH�RI�+HQGULNV¶V�H[DPSOHV�GLVFXVVHG�HDUOLHU�

���� -RKQ�ZDV�VWXQJ�E\�02648,726�

+H�ZDV�VWXQJ�E\�EHHV�

2Q�+HQGULNV¶V�DFFRXQW��QRQ�PRQRWRQLF�DQDSKRUD�LV�FDSDEOH�RI�H[SODLQLQJ�WKH�IDFW

WKDW�D�VHQWHQFH�OLNH�

���� +H�ZDV�VWXQJ�E\�LQVHFWV�

LV�QRW�SHUFHLYHG�DV�D�µQDWXUDO¶�FRUUHFWLRQ�RI�WKH�VSHDNHU�XWWHULQJ�WKH�ILUVW�VHQWHQFH�LQ�����

�,Q� VXFK� D� FDVH�� ZH� ZRXOG� KDYH�PRQRWRQLF� DQDSKRUD�� IRU� ZH� DVVXPH� WKDW� µEHHV� $5(

LQVHFWV¶��WKDW�LV��WKH�HQWLW\�GHQRWHG�E\��EHHV�LV�FRQWDLQHG�LQ�WKH�HQWLW\�GHQRWHG�E\�LQVHFWV��

/HW�XV�QRZ�LPDJLQH�D�FRQWH[W� LQ�ZKLFK�D�ZLIH��DQQR\HG�E\�KHU�KXVEDQG¶V� ODWHO\

LQFUHDVLQJ� DOFRKROLVP�� FRPSODLQV� WR� KHU� IULHQG�� -DQH� DERXW� LW�� $� UHVXOWLQJ� GLDORJXH� LV

JLYHQ�EHORZ�

����D� +XVEDQG���1R��GRQ¶W�EHOLHYH�KHU��-DQH��LW�ZDV�MXVW�RQH�ERWWOH�RI�ZLQH�

E�� :LIH���,W�ZDV�QRW�RQH�ERWWOH��WKH\�ZHUH�ERWWOHV�

1DWXUDOO\��XQDEOH�WR�MXGJH�WKH�W\SH�RI�DFFHQWLQJ�RQ�WKH�H[SUHVVLRQ�ERWWOHV�E\�HDU�LQ

�����ZH�KDYH�WR�JR�E\�ZD\�RI�FRPSDULQJ�LW�WR�WKH�H[FKDQJH�LQ������,W�LV�REYLRXV��WKDW�WKH

WZR� H[FKDQJHV� DUH� DW� OHDVW� � µYHU\� VLPLODU¶�� LI� QRW� DOWRJHWKHU� LGHQWLFDO�� +HQFH�� ZH� DUH

MXVWLILHG� LQWR� WKLQNLQJ� WKDW� ZKDWHYHU� DFFHQW� LW� LV� WKDW� EHHV� EHDUV� LQ� ���� �DFFRUGLQJ� WR

3LHUUHKXPEHUW� DQG� +LUVFKEHUJ� �������� LW� LV� D� /�+� DFFHQW� ±� D� FRPPRQ� RQH� LQ

FRUUHFWLRQV���WKH�YHU\�VDPH�W\SH�RI�DFFHQW�LV�SUHVHQW�RQ�ERWWOHV�LQ������$QG�LI�VR��WKHQ�ZH

DUH�GHDOLQJ�ZLWK� D� FDVH�RI�PRQRWRQLF� DQDSKRUD�PDUNHG�ZLWK�/�+� DFFHQW�� EHFDXVH� WKH

GLVFRXUVH� UHIHUHQW�RI� WKH� H[SUHVVLRQ�D�ERWWOH� LV� FOHDUO\� D� SURSHU� VXEVHW� RI� WKH� GLVFRXUVH

UHIHUHQW�RI�WKH�H[SUHVVLRQ�ERWWOHV��WKLV�LQ�WXUQ�PHDQLQJ��WKDW�WKH�1$+�GRHV�QRW�ZRUN�ZLWK

FDVHV�OLNH�LQ�����

7KHUH�VHHPV�WR�EH�DQRWKHU��FRXQWHUH[DPSOH�DORQJ�WKHVH�OLQHV�

��� $���/RRN��WKHUH�LV�D�OLRQHVV�LQ�WKH�GDUN�FRUQHU�RI�WKH�FDJH�



��

%���,W¶V�QRW�D�OLRQHVV��LW¶V�OLRQ�

:LWK����� WRR�� WKH�1$+�ZRXOG�PDNH�ZURQJ�SUHGLFWLRQV�� DV� WKH�GLVFRXUVH� UHIHUHQW�RI� WKH

H[SUHVVLRQ� µOLRQHVV¶� LV� FRPPRQO\� FRQFHLYHG� RI� DV� EHLQJ� WKH� VXEVHW� RI� WKH� GLVFRXUVH

UHIHUHQW� DVVRFLDWHG�ZLWK� WKH� H[SUHVVLRQ� µOLRQ¶�� L�H�� WKH� DQDSKRUD� LQYROYHG� LV�PRQRWRQLF

OLRQ�EHLQJ�PDUNHG�ZLWK�DQ�/�+�DFFHQW�

+RZHYHU�� FRXQWHUH[DPSOHV� MXVW� FRQVWUXFWHG� WKUHDWHQ� RQO\� RQH� RI� WKH� µILHOGV� RI

DSSOLFDWLRQ¶� IRU� WKH� 1$+�� QDPHO\�� FRUUHFWLRQV�� $W� SUHVHQW�� ZH� ZLOO� QRW� LQYHVWLJDWH

ZKHWKHU�RWKHU�GLUHFWLRQV�RI�DSSOLFDWLRQ�DUH�YXOQHUDEOH�WR�VLPLODU�FRXQWHUH[DPSOHV�DV�ZHOO�

$OWKRXJK�� LW� LV� RXU� SHUVRQDO� �DQG� KHQFH� ELDVHG�� RSLQLRQ�� WKDW� D� FRXQWHUH[DPSOH� RQO\

SURYLGHV�D�SURRI�IRU�WKH�H[LVWHQFH�RI�VRPH�REMHFWLYH�UHJXODULW\��KHUH��RI� WKH�IDFW�� WKDW� LQ

WKH�PRVW�RI�FDVHV��/�+�DFFHQW�LV�DVVRFLDWHG�ZLWK�QRQ�PRQRWRQLF�DQDSKRUD�

������±�)URP�OLQNV�WR�IRFXV

0RVW�RI�WKH�DWWHQWLRQ�LQ�+HQGULNV¶V�WKHRU\�JRHV�WR�WKH�QRWLRQ�RI�OLQN��7KH�FXUUHQW

WKHVLV�LV�FRQFHUQHG�ZLWK�IRFXV��PRUH�LQ�SDUWLFXODU��SDUWLFOH�IRFXV��$W�D�ILUVW�JODQFH��LW�PD\

VHHP�LQFRQFHLYDEOH�WR�WU\�WR�ORFDWH�WKH�SRLQW�DW�ZKLFK�WKH�WZR�FRXOG�LQWHUVHFW��:H�ZLVK�WR

HPSKDVL]H�WKH�IROORZLQJ�SRLQW�

)RUJHWWLQJ�IRU�WKH�PRPHQW�WKDW�WKH�VSHFLILF�FODLP�WKH�1$+�PDNHV�SHUWDLQV�WR�WKH

QDWXUH�RI�DQDSKRUD�PDUNHG�ZLWK�/�+�DFFHQW��OHW�XV�KLJKOLJKW�WKH�RWKHU�LPSRUWDQW�VLGH�RI

LW��ZKDWHYHU�WKH�W\SH�RI�DQDSKRULF�UHODWLRQV�LQYROYHG��WKH�1$+�FRQQHFWV�XS�WZR�YHU\

GLVWLQFW�SKHQRPHQD�WR�HDFK�RWKHU��VWUHVVHG�VXEH[SUHVVLRQ�V��RI�D�VHQWHQFH�DQG�WKH�JHQHUDO

SKHQRPHQD�RI�DQDSKRUD��$QG�ZKDW�LW�EDVLFDOO\�VD\V��LV�WKDW��FHUWDLQ�NLQG�RI��VWUHVV�RQ�WKH

IRUPHU�VLJQDOV�WKH�ODWWHU��:H�PHDQ�WKDW�LQ�WKH�FDVH�IRU�LQVWDQFH����

���� :KHUH�FDQ�,�ILQG�FXWOHU\"

7KH�IRUNV�DUH�LQ�WKH�FXSERDUG�

WKDQNV�WR�WKH�1$+�ZH�FDQ�VD\�WKDW�WKH�/�+�DFFHQW�RQ�IRUNV�VLJQDOV�WKH�IDFW�WKDW�ZH�DUH

GHDOLQJ�ZLWK�QRQ�PRQRWRQLF�DQDSKRUD��%XW��EDVHG�RQ�WKH�VDPH�WKHRU\��ZH�FDQ�DOVR�PDNH

D�ZHDNHU� FODLP�RI� D�PRUH� JHQHUDO� QDWXUH�� QDPHO\�� WKDW� WKH� IDFW� RI� WKH� H[SUHVVLRQ� IRUNV

EHLQJ��VWUHVVHG�JLYHV�XV�D�FOXH�WKDW�WKHUH�LV�DQ�DQDSKRULF�UHODWLRQ�WR�EH�ORRNHG�IRU�LQ�WKH

FRQWH[W��LQ�WKLV�VSHFLILF�FDVH�QRQ�PRQRWRQLFDO��EXW�QRW�QHFHVVDULO\���7KXV��ZKHQHYHU�ZH

FRPH�DFURVV�D�VWUHVVHG�H[SUHVVLRQ�LQ�D�VHQWHQFH�ZH�DUH�MXVWLILHG�WR�LPPHGLDWHO\�µWHVW¶� LW

RQ�WKH�µDQDSKRULF�YLUXV¶��6XFK�D�WHVW�FDQ�EH�ODXQFKHG�ZLWK�IRFXVHG�SDUWLFOHV�DV�ZHOO�

2QH�REVWDFOH�RQ�RXU�ZD\�WR�WKH�SRLQW�ZH�DUH�WU\LQJ�WR�UHDFK�LV�D�TXHVWLRQ��%XW��WKH

WHUP� µIRFXVHG�SDUWLFOHV¶� LPSOLHV� WKDW� SDUWLFOHV� DUH� IRFL�RI� VHQWHQFHV�� DQG� KHQFH��PDUNHG

ZLWK� �+�DFFHQW��QRW�ZLWK�/�+�RQH��XVHG� WR�PDUN� OLQNV��$QG� WKLV� LV� VLJQLILFDQW�� VLQFH

DOWKRXJK�SUHVHQWO\�ZH�DEVWUDFW�DZD\�IURP�QRQ�PRQRWRQLFLW\�RI�DQDSKRUD��WKH�UHTXLUHPHQW

WKDW�WKH�W\SH�RI�VWUHVV�EH�/�+�DFFHQW�LV�VWLOO�WKHUH�

7R�GR�DZD\�ZLWK�WKLV�TXHVWLRQ�ZH�RQFH�DJDLQ�JLYH�WKH�H[DPSOH�IURP�VHFWLRQ�����



��

���� 3DXO�FDOOHG�-LP�D�5HSXEOLFDQ��7KHQ�KH�LQVXOWHG�KLP�

+HQGULNV�FRQYLQFLQJO\�VKRZV�WKDW�QRQ�PRQRWRQLFLW\�H[SODLQV�KRZ�WKH�SURQRXQV

KH�DQG�KLP�PDUNHG�ZLWK�EROGIDFH�UHVROYH�WR�WKHLU�DQWHFHGHQWV�-LP�DQG�3DXO��UHVSHFWLYHO\�

%XW� WKH� SRLQW� LV� GLIIHUHQW�� LI� ZH� DUH� LQ� D� SRVLWLRQ� WR� VD\� WKDW� ZH� KDYH� D� FDVH� RI� QRQ�

PRQRWRQLF� DQDSKRUD� LQ� ���� LW� WULYLDOO\� IROORZV�� WKDW�ZH� KDYH� D� FDVH� RI� DQDSKRUD� LQ� ����

1RZ�OHW�XV�LQTXLUH�LQWR�WKH�QDWXUH�RI�DFFHQWLQJ�RQ�WKH�SURQRXQV��:H�H[SHFW�LW�WR�EH�/�+

VWHPPLQJ�IURP�WKH�IDFW�WKDW�QRQ�PRQRWRQLF�DQDSKRUD�LV�SUHVHQW��+RZHYHU��ZH�QRWH�WKDW

WKH�SURVRGLF�SDWWHUQ�RI�WKH�VHFRQG�VHQWHQFH�LQ�����LV�LGHQWLFDO�WR�WKDW�RI����

���� 7KHQ�%,//�LQVXOWHG�720

LQ�ZKLFK�%LOO�DQG�7RP�FOHDUO\�DUH� IRFL��DQG�KHQFH�PDUNHG�ZLWK�+�DFFHQW�DFFRUGLQJ� WR

�3LHUUUHKXPEHUW�DQG�+LUVFKEHUJ���������7KHUH�LV�QR�GLIIHUHQFH�EHWZHHQ� WKH�SURQRXQV� LQ

���� DQG�SURSHU�QDPHV� LQ� ���� DFFHQWLQJ�ZLVH��7KLV�PHDQV��ZH� FDQ� IUHHO\� DVVXPH�KH�DQG

KLP�LQ�����WR�EH�IRFL�RI�WKH�VHQWHQFH�LQ�ZKLFK�WKH\�DSSHDU�DQG�EH�PDUNHG�ZLWK�+�DFFHQW�

$OO� LQ�DOO�ZH�KDYH�� WKDW��QRQ�PRQRWRQLF��DQDSKRUD�LV�µSDLUHG�XS¶�ZLWK�+�DFFHQW� LQ� ����

:H�GR�QRW�DW�DOO�LQWHQG�WR�LQVLVW�WKDW�WKH�SURQRXQV�LQ�����QHFHVVDULO\�EHDU�+�DFFHQW��RXU

SRVLWLRQ�LV�WKDW�LV�LW�DW�OHDVW�GHEDWDEOH�RQ�HTXDO�RGGV�ZKHWKHU� LW� LV�D�/�+�RU�+�DFFHQW

WKDW�WKH�H[SUHVVLRQV�KH�DQG�KLP�DUH�PDUNHG�ZLWK�LQ�������,QWHUHVWLQJO\��+HQGULNV�KLPVHOI�LV

UHOXFWDQW�WR�H[SOLFLWO\�FDOO�WKH�DFFHQWLQJ�RQ�WKHVH�SURQRXQV�DV�/�+�DFFHQW��RQ�SDJH����

KH�XVHV�D�PRUH�JHQHUDO�WHUP�RI�µSLWFK�DFFHQWLQJ¶��ZKLFK�OHDYHV�URRP�IRU�WKH�SRVVLELOLW\�RI

LPDJLQLQJ�+�DFFHQW�XQGHU�WKH�FRYHU�RI�µSLWFK�DFFHQWLQJ¶��

6LPLODU� UHDVRQLQJ� DSSOLHV� WR� WKH� H[DPSOH�ZH� DOUHDG\�PHQWLRQHG� LQ� WKH� SUHYLRXV

VXEVHFWLRQ�

����D�� -RKQ�ZDV�VWXQJ�E\�02648,726�

E�� +H�ZDV�VWXQJ�E\�EHHV�

(YHQ� LI� ZH� FRQFHGH� WKDW� LW� LV� QRQ�PRQRWRQLFLW\� WKDW� H[SODLQV� /�+� DFFHQWLQJ� LQ

FRUUHFWLRQV��RXU�FRXQWHUH[DPSOHV�DUJXHG�DJDLQVW�WKLV�SRLQW���WKH�REMHFWLRQ�PLJKW�ZHOO�EH

WKDW�WKH�QHZ�LQIRUPDWLRQ�LQ���E��LV�DVVRFLDWHG�ZLWK�WKH�H[SUHVVLRQ�EHHV��ZKLFK��WKHQ��LV�WKH

IRFXV�RI�WKH�VHQWHQFH��DQG�KHQFH��PDUNHG�ZLWK�+�DFFHQW�

:KDW�ZH�KDYH�DUULYHG�DW�LV�WKH�IROORZLQJ�VWDWHPHQW�RI�D�JHQHUDO�NLQG��JHQHUDOL]LQJ

WKH�1$+��L�H��GLVSRVLQJ�RI�LWV�WZR�SDUDPHWHUV�����DQDSKRUD�LQYROYHG�LV�QRQ�PRQRWRQLF

���SURVRGLF�SURPLQHQFH�RI�QHFHVVLW\� LPSOLHV�/�+�DFFHQWLQJ��SURYLGHV�XV�ZLWK�D� µOHJDO

ULJKW¶� WR� ORRN� IRU� DQDSKRULF� SRVVLELOLWLHV� LQ� GHDOLQJ� ZLWK� VWUHVVHG� H[SUHVVLRQV�� EH� LW� D

/�+�DFFHQW�RU�+�DFFHQW��QDWXUDOO\�� WKLV�VXEVXPLQJ�IRFL�RI�VHQWHQFHV�� ,Q�RWKHU�ZRUGV�

ZH� FDQ� ODXQFK� WKH� µDQDSKRULF� YLUXV� WHVW¶� ZKHQHYHU� ZH� HQFRXQWHU� IRFXVHG� H[SUHVVLRQV

�DQG��LQ�FRUUHVSRQGHQFH�ZLWK�WKH�PDLQ�DVVXPSWLRQ�RI�WKLV�SDSHU�WR�WKH�HIIHFW�WKDW�SDUWLFOHV

DUH�FRQVLGHUHG�IRFL�±�ZLWK�IRFXVHG�SDUWLFOHV�DV�ZHOO��ZLWKRXW�EHLQJ�XQUHDVRQDEOH��:H�ZLOO

FDOO� WKLV� UHVXOW� D� JHQHUDOL]HG� YHUVLRQ� RI� WKH� 1RQ�0RQRWRQLF� $QDSKRUD� +\SRWKHVLV� ±

*1$+��7KH�*1$+�FDQ�EH�IRUPXODWHG�DV�



��

��� ,I�WKH�H[SUHVVLRQ�LV�VWUHVVHG��LW�LV�DQDSKRULF�

0RUH�VSHFLILFDOO\�

D�� ,I�WKH�H[SUHVVLRQ�LV�VWUHVVHG�EXW�LV�QRW�WKH�IRFXV��H�J��OLQNV��RI�D�VHQWHQFH��LW

LV�DQDSKRULF�WR�D�GLIIHUHQW�HQWLW\�

E�� ,I�WKH�H[SUHVVLRQ�LV�VWUHVVHG�DQG�LV�WKH�IRFXV�RI�D�VHQWHQFH��LW�LV�DQDSKRULF

WR�DOWHUQDWLYHV�LW�HYRNHV�



��

&KDSWHU�����7RZDUG�D�6ROXWLRQ

����±�7KH�SURSRVDO

(DUOLHU�� LQ� VHFWLRQ� ����� ZH� PHQWLRQHG� WKDW� ZH� VWLOO� GLG� QRW� XQGHUVWDQG� ZKDW

SDUWLFOHV��DQG�WRFK�LQ�VSHFLILF��PHDQ��,W�ZDV�DJUHHG��WKDW�RQFH�LQ�WKH�IRFXVHG�SRVLWLRQ�RI�D

VHQWHQFH�ZH�FRXOG�WKLQN�RI�FRQVWUXFWLQJ�WKH�SUHVXSSRVLWLRQDO�VHW�LQ�D�FHUWDLQ�ZD\��EDVHG

RQ�FDWHJRULFDO�VDPHQHVV�RI� LWV�HOHPHQWV���EXW� WKLV�GLG�QRW�JLYH�XV�PXFK� LQVLJKW� LQWR� WKH

PHDQLQJ�RI�WRFK��:H�VWDUW�WKLV�FKDSWHU�E\�DVNLQJ�H[DFWO\�WKLV�TXHVWLRQ��ZKDW�PHDQLQJ�FDQ

ZH�DVFULEH�WR�WRFK"

:H�SURSRVH�WR�GHILQH� WKH�PHDQLQJ�FRQWULEXWLRQ�RI� WRFK�DV�D� WULYLDO�RSHUDWRU�3� �

ZKLFK�WDNHV�WKH�SURSRVLWLRQ�REWDLQHG�DIWHU�DEVWUDFWLQJ�WRFK�DQG�PDSV�LW�WR�LWVHOI�
���

)RUPDOO\��WKLV�FDQ�EH�UHSUHVHQWHG�DV�

��� 3� � φ��→��φ

3� �φ��� ��φ

7KXV��IRU�WKH�SURSRVLWLRQ�1LFN�LV�LQ�$PVWHUGDP�REWDLQHG�DIWHU�DEVWUDFWLQJ�72&+

LQ�1LFN�LV�72&+�LQ�$PVWHUGDP��ZH�JHW�

��� 3� �1LFN�LV�LQ�$PVWHUGDP��� ��1LFN�LV�LQ�$PVWHUGDP

7R�IXUWKHU�LOOXPLQDWH�WKH�IXQFWLRQ�WKLV�RSHUDWRU�SHUIRUPV��ZH�VD\�WKDW�IRU�����

���� 1LFN�LV�72&+�QLHW�LQ�$PVWHUGDP�

XWWHUHG�E\�VRPHRQH�ZKR�KDV�EHHQ�FKDOOHQJHG�RQ�KLV�SUHYLRXV�VWDWHPHQW�WKDW�1LFN�LV�QRW�LQ

$PVWHUGDP��72&+�� GHILQHG� DV�3� ��PDSV� HYHQ� WKLV� QHJDWHG� SURSRVLWLRQ�1LFN� LV� QLHW� LQ

$PVWHUGDP�WR�LWVHOI

���� 3� �1LFN�LV�QLHW�LQ�$PVWHUGDP��� ��1LFN�LV�QLHW�LQ�$PVWHUGDP

$W� WKLV� VWDJH�� HYHQ� D� V\PSDWKHWLFDO� UHDGHU� YHU\� PXFK� LQFOLQHG� WR� DFFHSW� RXU

SURSRVDO�UHJDUGLQJ�WRFK��ZRXOG�QDWXUDOO\�KDYH�WKH�TXHVWLRQ��%XW�RQ�WKLV�DFFRXQW��GHILQLQJ

WRFK�DV�D�WULYLDO�RSHUDWRU�DPRXQWV�WR�VD\LQJ�WKDW�WKH�PHDQLQJ�FRQWULEXWLRQ�RI�WKLV�SDUWLFOH

LV�]HUR��1R�VHQWHQFH�ZRXOG�VKRZ�GLIIHUHQFH�LQ�PHDQLQJ�ZKHWKHU�LW�KDV�WRFK�LQ�LW�RU�LW�GRHV

������������������������������ ����������������������������
���
�,QWHUSUHWLQJ�WKH�FRUH�PHDQLQJ�RI�WKH�*HUPDQ�SDUWLFOH�VHOEVW�DV�WKH�LGHQWLW\�IXQFWLRQ�RQ�WKH�GRPDLQ�RI

REMHFWV�LV�SURSRVHG�LQ�WKH�PRVW�HOHJDQW�IDVKLRQ�LQ�5HJLQH�(FNDUGW��GUDIW���:H�YLHZ�RXU�FXUUHQW�K\SRWKHVLV�

ZKLFK�LV�PXFK�LQGHEWHG�WR�DQG�HYLGHQWO\�OHVV�HOHJDQW�WKDQ�(FNDUGW¶V�LQLWLDO��SURSRVDO��DV��QRQHWKHOHVV

RULJLQDO�ZD\�RI�GHDOLQJ�ZLWK�WKH�SUREOHP�



��

QRW��:K\�� WKHQ��VKRXOG�RQH�VXEVFULEH�WR�VXFK�DQDO\VLV"�2U��SXW� LQ�DQRWKHU�ZD\��RI�ZKDW

EHQHILW� LV� LW� IRU�XV� WR� HTXDWH� WRFK�ZLWK� D� WULYLDO� RSHUDWRU� GHILQHG� DV� DERYH"� ,I� WRFK� LV� D

WULYLDO� RSHUDWRU� DV� ZH� VD\�� LW� ZRXOG� GR� QR� KDUP� WR� MXVW� RPLW� LW�� WKLV� QRW� UHVXOWLQJ� LQ

FKDQJLQJ�WKH�VHQWHQFH�PHDQLQJ�ZLVH�

7KLV�LV�ZKHUH�ZH�UHWXUQ�WR�IRFXV��:H�DJUHH���WRFK�LQ�SULQFLSOH�FDQ�EH�RPLWWHG�LI�ZH

DUH� RQO\� FRQFHUQHG� ZLWK� WKH� SURSRVLWLRQ� H[SUHVVHG� E\� D� VHQWHQFH�� %XW�� DOWKRXJK� QRW

PHDQLQJ� PXFK�� WRFK� LQ� WKH� IRFXVHG� SRVLWLRQ� SURYLGHV� WKH� SRVVLELOLW\� RI� HYRNLQJ

DOWHUQDWLYHV��MXVW�OLNH�DQ\�RWKHU�GHQRWLQJ�H[SUHVVLRQ�

$W�WKLV�SRLQW��TXLWH�QDWXUDOO\��WZR�GLVWLQFW�FDVHV�DUH�LGHQWLILHG��ZKHQ�ZH�GHDO�ZLWK

IRFXVHG�WRFK�DQG�ZKHQ�WRFK�LV�XQVWUHVVHG�

������)RFXVHG�WRFK

,W� VHHPV�� IRFXVHG� WRFK�KDV� VHYHUDO�SURSHUWLHV� WKDW�FDQ�EH�GLVFXVVHG�PRUH�RU� OHVV

LQGHSHQGHQWO\�IURP�HDFK�RWKHU�

)LUVW�RI�DOO��DFFRUGLQJ�WR�WKH�PRGLILHG�YHUVLRQ�RI�WKH�606��IRFXV�RQ�WRFK�HYRNHV

DOWHUQDWLYHV� IURP� WKH� VHW�$��ZKLFK�ZH� DOUHDG\� ORRNHG� DW� HDUOLHU�� ^ZHO�� LQGHUGDDG�� QLHW�

LPPHUV�«`��7KH�FRQVWUXFWLRQ�RI� WKLV�VHW�SURFHHGV�EDVHG�H[FOXVLYHO\�RQ� WKH�FULWHULRQ�RI

FDWHJRULFDO� VDPHQHVV� FRUUHVSRQGLQJ� WR� WKH� ZHOO�GHILQHGQHVV� FRQVWUDLQW�� WKDW� LV�� IRU� DOO

D∈$

[� �[��D��LV�ZHOO�GHILQHG�

6LQFH�WRFK�LV�GHILQHG�DV�D�WULYLDO�RSHUDWRU�3� ��µHYRNHG�DOWHUQDWLYHV¶�FDQ�EH�XQGHUVWRRG�DV

RWKHU�RSHUDWRUV�FRQVWLWXWLQJ�DOWHUQDWLYHV�WR�3� ��7KH�ILUVW�LQWXLWLYHO\�DSSHDOLQJ�RSHUDWRU�WKDW

RQH�ZRXOG�WKLQN�FRQVWLWXWHV�DQ�DOWHUQDWLYH�WR�3� �� LV�WKH�RSHUDWRU�SHUIRUPLQJ�WKH�IXQFWLRQ

GLUHFWO\�RSSRVLWH�RI�3� ��,W�ZLOO�EH�V\PEROL]HG�DV�3� �

:H�GHILQH�3� �DV�DQ�RSHUDWRU�WKDW�WDNHV�WKH�SURSRVLWLRQ�DQG�PDSV�LW�WR�LWV�QHJDWHG

FRXQWHUSDUW�

)RUPDOO\��WKLV�ZRXOG�ORRN�OLNH�WKH�IROORZLQJ��

��� 3� � φ��→��¬φ

3� �φ��� ��¬�φ

1LHW� LV� RQH� RI� WKH� SDUWLFOHV� H[SUHVVLQJ�3� �� )RU� WKH� SURSRVLWLRQ�1LFN� LV� 1,(7� LQ

$PVWHUGDP��ZH�ZRXOG�KDYH�

��� 3� �1LFN�LV�LQ�$PVWHUGDP��� ��1LFN�LV�1,(7�LQ�$PVWHUGDP���1LFN�LV�QLHW

LQ�$PVWHUGDP



��

�7KH�GLIIHUHQFH�EHWZHHQ� IRFXVHG�QLHW� �L�H��1,(7�� DQG�QLHW� FRQFHUQV� WKH� LVVXH�RI

DGYHUVDWLYLW\��ZKLFK�ZLOO�EH�DGGUHVVHG�EHORZ��

:H�QRWH�� WKDW�SDUWLFOHV�ZH�HDUOLHU� UHIHUUHG� WR�DV�QHJDWLYH�YDOXH�RQHV� �H�J��QHYHU�

DOPRVW��HWF���DOVR�H[SUHVV�3� �

$SDUW�IURP�IDLUO\�LQWXLWLYH�3� ��LW�LV�KDUG�WR�WKLQN�RI�RWKHU�RSHUDWRUV�WKDW�ZRXOG�EH

SHUFHLYHG�DV�DOWHUQDWLYHV�WR�3� ��,Q�WKLV�ZD\��RQO\�SDUWLFOHV�H[SUHVVLQJ�3� �DUH�LGHQWLILHG�DV

DOWHUQDWLYHV� WR� IRFXVHG� WRFK� IURP� WKH� VHW� $�� 7KLV� UHVXOW� LV� LQ� DFFRUG� ZLWK� DQRWKHU

REVHUYDWLRQ��WKDW�IRFXVHG�WRFK�LV�DOZD\V�DQ�DGYHUVDWLYH�SDUWLFOH�

$Q�DGYHUVDWLYH�UHDGLQJ�IRU�72&+�FDQ�EH�LOOXVWUDWHG�E\�WKH�IROORZLQJ�H[FKDQJH�

����D� $���1LFN�LV�QLHW�LQ�$PVWHUGDP

������E� %���1LFN�LV�72&+�LQ�$PVWHUGDP

72&+�¶V�DGYHUVDWLYLW\�FDQ�EH�QLFHO\�GHULYHG�E\�WKH�FRPELQDWLRQ�RI�WKH�PRGLILHG

606�YHUVLRQ� WKDW�ZH�FODLP�ZRUNV�ZLWK�SDUWLFOHV� DQG� WKH�SURSRVDO�PDGH� LQ� WKLV� FKDSWHU

UHJDUGLQJ�GHILQLQJ�PHDQLQJ�RI�SDUWLFOHV�DV�RSHUDWRUV��:H�VWDUW�ZLWK�QRWLQJ�WKDW�72&+�LQ

����KDV�DQ�DGYHUVDWLYH�UHDGLQJ�RQO\� LQ�YLUWXH�RI� WKH� IDFW� WKDW� WKH�SUHYLRXV�XWWHUDQFH�KDG

QLHW�LQ�WKH�SRVLWLRQ�RI�72&+�LQ�LW��%XW��WKLV�LV�DOVR�WUXH�RI�RWKHU�QHJDWLYH�YDOXH�SDUWLFOHV�

WKDW�LV��DQ\�SDUWLFOH�H[SUHVVLQJ�3� �

([SUHVVLQJ�DQ�DGYHUVDWLYH�UHDGLQJ�VHHPV�WR�EH�WKH�IXQFWLRQ�RI�IRFXV�LQ�WKH�FDVH�RI

SDUWLFOHV�

(YRNLQJ�RI�DOWHUQDWLYHV�WKDW�DUH�OLPLWHG�WR�H[SUHVVLRQV�RI�RSSRVLWH�SRODULWLHV��WKH

RQHV� H[SUHVVLQJ� 3 � �� DQG� WKH� RQHV� H[SUHVVLQJ� 3� �� KDV� WKH� SRZHU� RI� µUHGXFLQJ¶� IRFXVHG

SDUWLFOHV� WR� WKH� SKHQRPHQRQ� RI� DQDSKRUD�� 7KLV� LV� ZK\�� ZKHQ� ZH� KDYH� D� VHQWHQFH

FRQWDLQLQJ��IRU�H[DPSOH��IRFXVHG�QLHW��ZH�DUH�FHUWDLQ�WR�ILQG�SUHYLRXV�XWWHUDQFH�WR�ZKLFK

LW�LV�DQDSKRULF��6LQFH�WKH�VHQWHQFH

��� 1LFN�LV�1,(7�LQ�$PVWHUGDP�

LV�OLNHO\�WR�KDYH�EHHQ�XWWHUHG�DIWHU�WKH�XWWHUDQFH�RI

��� 1LFN�LV�LQ�$PVWHUGDP

ZKLFK�KDV�QR�SDUWLFOHV��ZH�DVVXPH�WKDW�1,(7�LQ�����LV�DQDSKRULF�WR�WKH�ZKROH�VHQWHQFH�LQ

����

�7KH�PDLQ�LGHD�RI�WKLV�VHFWLRQ��WKDW�IRFXV�LV�D�PHDQV�WR�H[SUHVV�DGYHUVDWLYLW\�RI�D

SDUWLFOH� LV�� LQWHUHVWLQJO\�� LQ� OLQH� ZLWK� WKH� *HQHUDOL]HG� YHUVLRQ� RI� WKH� 1RQ�0RQRWRQLF

+\SRWKHVLV� IRUPXODWHG� LQ� VXEVHFWLRQ�������� WKH� VHFRQG�SULQFLSOH�RI�ZKLFK�KROGV�� µ,I� WKH

H[SUHVVLRQ� LV� VWUHVVHG� DQG� LV� WKH� IRFXV� RI� D� VHQWHQFH�� LW� LV� DQDSKRULF� WR� DOWHUQDWLYHV� LW

HYRNHV¶��7KLV�LV�SUHFLVHO\�ZKDW�ZH�VHHP�WR�KDYH�KHUH��RQO\�FHUWDLQ�DOWHUQDWLYHV�DUH�HYRNHG



��

EHFDXVH� RI� 3 � � DQG� 3� �� DQG� WKH� RQO\� ZD\� RI� DFFRXQWLQJ� IRU� DGYHUVDWLYLW\� RI� D� IRFXVHG

SDUWLFOH��LV�WR�DVVXPH�LW�WR�EH�DQDSKRULF�WR�LWV�DOWHUQDWLYHV��RI�GLIIHUHQW�SRODULW\�

����±�8QVWUHVVHG�WRFK

7KH�TXHVWLRQ�DV�WR�ZK\� WRFK� LV� WR�EH�SDUW�RI�D�VHQWHQFH�XWWHUHG��JLYHQ� WKH� WULYLDO

QDWXUH� RI� LWV� PHDQLQJ� �ZKLFK� ZH� DWWHPSWHG� WR� DQVZHU� LQ� WKH� SUHYLRXV� VXEVHFWLRQ� IRU

IRFXVHG�FDVHV��LV�VWLOO�RSHQ�IRU�XQVWUHVVHG�XVHV�

2QH�SURSRVDO�LV�µ=HHYDW¶V�*HQHUDOL]DWLRQ¶�

����,I�D�SDUWLFOH�KDV�D�WULYLDO�PHDQLQJ��L�H��LGHQWLW\�IXQFWLRQ���WULYLDO�RSHUDWRU

GHILQHG�DV�DERYH��DQG�LV�XQVWUHVVHG��LW�LV�OLNH�MD��LQ�*HUPDQ��LQ�H[SUHVVLQJ�WKDW

LWV�DUJXPHQW�LV�FRPPRQ�JURXQG�EHWZHHQ�WKH�VSHDNHU�DQG�WKH�KHDUHU�

7KLV� LV� WR� VD\�� WKDW� XQVWUHVVHG� WRFK� LV� XVHG� E\� WKH� VSHDNHU� WR� PDUN� WKH� µROG¶

PDWHULDO�� LQGLFDWLQJ� WKDW� LW� LV� WKH� LQIRUPDWLRQ�DOUHDG\� VKDUHG�E\� WKH� LQWHUORFXWRUV�� ,W� FDQ

DOVR�EH�XQGHUVWRRG�DV� WKH� VSHDNHU¶V� DSSHDO� WR� WKH� KHDUHU� WKDW� WKH�PDWHULDO�PDUNHG�ZLWK

WRFK� LV� VRPHWKLQJ� WKDW� LV� TXLWH� LQGHSHQGHQW� RI� WKH� LVVXH� EHLQJ� GLVFXVVHG� FXUUHQWO\�� ,Q

HLWKHU�FDVH��WKH�VSHDNHU�H[SHFWV�WKDW�WKH�KHDUHU�ZLOO�QRW�DUJXH�WKH�LQIRUPDWLRQ�

7KH�*HRUJLDQ�SDUWLFOH�NKRP��DV�ZHOO�DV�NL�KDYH�WKH�VDPH�XQVWUHVVHG�XVHV��6R������LV

QRW�D�JHQHUDOL]DWLRQ�IURP�MXVW�WKH�*HUPDQ�MD��EXW�DOVR�IURP�WKH�*HRUJLDQ�NKRP���NL�

$QRWKHU�SURSRVDO� LV� WKDW�� WRFK�DFWV� OLNH� D�GLVWUHVVHG� SURFRQFHVVLYH�� L�H�� DQDSKRU�

:H� PHDQ� FDVHV� ZKHQ� WKH� VSHDNHU� XWWHUV� VHQWHQFHV� RI� WKH� IRUP�� µDOWKRXJK� 3�� 4¶�

8QVWUHVVHG�WRFK�PDUNV�4�LQ�VXFK�FODXVHV��+RZHYHU��LW�VKRXOG�EH�QRWHG�WKDW�WRFK�LQ�WKHVH

FDVHV�LV�µD�OLWWOH�PRUH�VWUHVVHG¶��EXW�EHLQJ�SURVRGLFDOO\�E\�IDU�OHVV�SURPLQHQW�FRPSDUHG�WR

IRFXVHG� LQVWDQFHV�� WKDQ� XVHV� RI� WRFK� H[SOLFDWHG� LQ� WKH� ILUVW� SURSRVDO�� 7ZR� *HRUJLDQ

SDUWLFOHV�NKRP�DQG�NL�ILJXUH�KHUH�DOVR�

,Q�ERWK�RI�WKH�SURSRVDOV�PDGH�LQ�WKLV�VXEVHFWLRQ��WRFK�VWD\HG�WUXH�WR�LWV�GHILQLWLRQ

RI�D�WULYLDO�RSHUDWRU�
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&KDSWHU���±�&RQFOXVLRQV

•� 2QH� RI� WKH� PDLQ� UHVXOWV� ZH� VXSSRVH� WR� KDYH� DFKLHYHG� LQ� WKLV� SDSHU�� LV� D
FRQILUPDWLRQ�RI�WKH�LQLWLDO�VXJJHVWLRQ�WKDW�SDUWLFOHV�DUH�FDSDEOH�RI�VHUYLQJ�DV�IRFL

RI�WKH�VHQWHQFHV�FRQWDLQLQJ�WKHP��)URP�&KDSWHU���RQZDUGV��WDNLQJ�WKLV�VXJJHVWLRQ

DV�WKH�DVVXPSWLRQ�IRU�WKH�UHVW�RI�WKH�SDSHU��ZH�H[SORUHG�WKH�SRVVLELOLW\�RI�DSSO\LQJ

WKH� WKHRU\� RI� WKH� VWUXFWXUHG� PHDQLQJ� VHPDQWLFV� IRU� IRFXV� LQ� WKH� YHUVLRQ� RI

-DFNHQGRII� WR� VWUHVVHG� RFFXUUHQFHV� RI� SDUWLFOHV�� 7KH� WKHRU\� ZDV� VXIILFLHQWO\

PRGLILHG� LQ� RUGHU� WR� EH� DEOH� WR� GHDO�ZLWK� SDUWLFOHV�� 7KH� FULWHULRQ� RI� FDWHJRULFDO

VDPHQHVV�DORQH�ZDV�LGHQWLILHG�DV�WKH�ZD\�WR�FRQVWUXFW�WKH�SUHVXSSRVLWLRQDO�VHW��WKH

GHILQLWLRQ�RI�SUHVXSSRVLWLRQ�DQG�DVVHUWLRQ�ZDV�PDGH�PRUH�SUHFLVH�

•� +DYLQJ�SURSRVHG�WR�GHILQH�WKH�PHDQLQJ�RI�WRFK�DV�D�WULYLDO�RSHUDWRU�PDSSLQJ�WKH
SURSRVLWLRQ�RI�WKH�VHQWHQFH�LQ�ZKLFK�LW�DSSHDUV�WR�LWVHOI��ZH�VWD\HG�LQ�OLQH�ZLWK�WKH

606�VSLULW��ZKLFK�YLHZV� WKH�PHDQLQJ�RI� D�FODXVH�DV�EHLQJ� VWUXFWXUHG� IURP�µWZR

PHDQLQJV¶� ±� WKH� SURSHUW\� RI� D� IRFXV�DEVWUDFWHG� SDUW� RI� WKH� VHQWHQFH�� DQG� WKH
VHPDQWLFV� L�H�� WKH�PHDQLQJ� RI� WKH� IRFXVHG� H[SUHVVLRQ�� 0DNLQJ� D� SDUDOOHO� WR� DQ

H[DPSOH�ZLWK�D�QRQ�SDUWLFOH�IRFXV

%,//�ZHQW�WR�WKH�SDUW\�

ZH�QRW�RQO\�VD\�WKDW��%,//�SHUIRUPV�WKH�IXQFWLRQ�RI�HYRNLQJ�DOWHUQDWLYHV�EXW��WKDW

LW� DOVR� FRQWULEXWHV� WR� WKH� SURSRVLWLRQ� H[SUHVVHG� E\� WKH� VHQWHQFH� LQ� WKH� HVVHQWLDO

ZD\��7KH�GLIIHUHQFH�EHWZHHQ�%,//�DQG�72&+�FRQVLVWV�LQ�WKH�IDFW�WKDW�ZLWK�72&+

WKHUH�LV�QR�µHVVHQWLDO�FRQWULEXWLRQ¶��WKHUH�LV�RQO\�D�WULYLDO�RQH�

•� 5HVXOWV�RI�WKH�DOWHUQDWLYH�VHPDQWLFV�IRU�IRFXV�EHLQJ�DGMXVWHG�WR�VWUHVVHG�SDUWLFOHV
KDYH� EHHQ� SUHGLFWHG� QRW� WR� EH� SULQFLSDOO\� GLIIHUHQW�� GXH� WR� WKH� VLPLODULW\� WKLV

WKHRU\�VKRZV�ZLWK�WKH�606�ZKHQ�LW�FRPHV�WR�FRQGLWLRQV�FRQVWUDLQLQJ�WKH�FKRLFH

RI�WKH�VHPDQWLF�YDULDEOH�IRU�IRFXV��IRFXV�DOWHUQDWLYHV��

•� %\�ZD\�RI�D�FRXQWHUH[DPSOH��LW�KDV�EHHQ�VKRZQ��WKDW�/�+�DFFHQW�LV�QRW�OLPLWHG
WR� FDVHV� ZKHUH� LW� VLJQDOV� QRQ�PRQRWRQLF� DQDSKRUD�� DV� LV� FODLPHG� E\� WKH� 1RQ�

0RQRWRQLF� $QDSKRUD� +\SRWKHVLV�� ,W� KDV� EHHQ� DUJXHG�� WKDW� QHLWKHU� LV� DQ� /�+

DFFHQW� WKH� RQO\� DYDLODEOH� RSWLRQ� LQGLFDWLQJ� �QRQ�PRQRWRQLF�� DQDSKRUD� WR� EH

SUHVHQW�LQ�WKH�FRQWH[W��,Q�SDUWLFXODU��DQ�+�DFFHQW�ZDV�GHPRQVWUDWHG�WR�EH�SOD\LQJ

WKH�VDPH�UROH��7DNLQJ�WKLV�LQWR�DFFRXQW��WKH�1$+�ZDV�JHQHUDOL]HG�LQWR�D�YHUVLRQ

ZKHUH�LW�RQO\�FODLPV�WKH�H[LVWHQFH�RI�DQDSKRULF�UHODWLRQV�IDFHG�ZLWK�SURVRGLFDOO\

SURPLQHQW�H[SUHVVLRQV��KHQFH��LQFOXGLQJ�IRFL��

•� /DVWO\�� H[SUHVVLQJ� WKH� DGYHUVDWLYLW\� RI� D� SDUWLFOH� ZDV� LGHQWLILHG� DV� WKH� PDLQ
IXQFWLRQ�RI�IRFXV�ZLWK�UHVSHFW�WR�SDUWLFOHV��,W�KDV�EHHQ�VKRZQ�WKDW�WKH�*1$+�DQG

WKH�DSSURDFK�RI�GHILQLQJ� WRFK�DV� WKH�RSHUDWRU�3� �SUHGLFW�VLPLODU� UHVXOWV��QDPHO\�

WKDW�WKH�IRFXVHG�WHUP�VKRXOG�EH�YLHZHG�DV�DQDSKRULF�WR�DOWHUQDWLYHV�LW�HYRNHV�
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