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7KHUH�DUH�D�QXPEHU�RI�ZD\V� LQ�ZKLFK�D�SHUVRQ�PD\�EH�OLDEOH�IRU�VWDWHPHQWV���&RQVLGHU�WKH�IROORZLQJ�VFHQDULRV�DGDSWHG�IURP�:LQILHOG�	�-RORZLF]�RQ�7RUW�

� � � � �6FHQDULR :RUGV�PD\�FDXVH�D�SHUVRQ�WR�DFW�LQ�UHOLDQFH�XSRQ�WKHP�DQG�VXIIHU�ORVV�RU�GDPDJH�DV�D�UHVXOW
7KH�GHIHQGDQW�PD\�NQRZLQJO\�RU�UHFNOHVVO\�PDNH�D�IDOVH�VWDWHPHQW�WR�WKH�FODLPDQW�ZLWK�LQWHQW�WKDW�LW�VKDOO�EH�DFWHG�XSRQ�E\�WKH�FODLPDQW��ZKR�GRHV�DFW�XSRQ�LW�DQG�WKHUHE\�VXIIHUV�GDPDJH

$�IDOVH�VWDWHPHQW�PD\�EH�PDGH��ZLWK�³PDOLFH´��WR�VRPH�SHUVRQ�RWKHU�WKDQ�WKH�FODLPDQW��DV�D�UHVXOW�RI�ZKLFK�WKH�FODLPDQW�VXIIHUV�GDPDJH

7KHUH�PD\�EH�WKH�SXEOLFDWLRQ�RI�D�VWDWHPHQW�ZKLFK�UHIOHFWV�RQ�D�SHUVRQ¶V�UHSXWDWLRQ�DQG�WHQGV�WR�ORZHU�KLP�LQ�WKH�HVWLPDWLRQ�RI�ULJKW�WKLQNLQJ�PHPEHUV�RI�VRFLHW\�JHQHUDOO\�RU�WHQGV�WR�PDNH�WKHP�VKXQ�RU�DYRLG�KLP

:RUGV�PD\�FDXVH�GLUHFW�LQMXU\�E\�VKRFN�WR�WKH�SHUVRQ�WR�ZKRP�WKH\�DUH�DGGUHVVHG

([DPSOH $�QHZVSDSHU�PD\�SXEOLVK�LQFRUUHFWO\�WKDW�D�WUDGHU�KDV�FORVHG�KLV�EXVLQHVV��ZLWK�WKH�UHVXOW�WKDW�SRWHQWLDO�FXVWRPHUV�GR�QRW�DSSURDFK�KLP��RU�D�PDQXIDFWXUHU�PD\�FLUFXODWH�IDOVH�LQIRUPDWLRQ�WKDW�EHFDXVH�RI�WHFKQRORJLFDO�GHYHORSPHQWV�KLV�SURGXFW�LV�QRZ�WZLFH�DV�HIIHFWLYH�DV�WKH�SODLQWLII¶V�DQG�WKHUHE\�WDNH�EXVLQHVV�DZD\�IURP�KLP/LDELOLW\�7RUW 1HJOLJHQW�PLVVWDWHPHQW 'HFHLW ,QMXULRXV�PDOLFLRXV�IDOVHKRRG 'HIDPDWLRQ :LONLQVRQ�Y�'RZQWRQ
(&2120,&�/266�&$86('�%<�1(*/,*(17�0,667$7(0(17

,Q������WKH�+RXVH�RI�/RUGV�KHOG�WKDW�D�GXW\�RI�FDUH�LQ�PDNLQJ�VWDWHPHQWV�ZDV�D�OHJDO�SRVVLELOLW\�
+HGOH\�%\UQH�Y�+HOOHU�	�3DUWQHUV >����@���$OO�(5����
³6SHFLDO�UHODWLRQVKLS´
7KH� XVXDO� SULQFLSOHV� RI� 'RQRJKXH� Y� 6WHYHQVRQ GR� QRW� DSSO\� WR� QHJOLJHQW�PLVVWDWHPHQW�� � ,Q�RUGHU� IRU� WKHUH� WR�EH�D�GXW\�RI� FDUH� QRW� WR�PDNH� QHJOLJHQW�PLVVWDWHPHQW�� WKHUH�PXVW�EH�D�³VSHFLDO� UHODWLRQVKLS´�EHWZHHQ� WKH�SDUWLHV�� � ,Q�&DSDUR� SOF� Y� 'LFNPDQ �EHORZ�� /RUG� 2OLYHU� VWDWHG� WKDW� WKH� QHFHVVDU\�UHODWLRQVKLS�ZRXOG�KDYH�IRXU�FKDUDFWHULVWLFV�
�� 7KH� DGYLVHU� DFWXDOO\� RU� LQIHUHQWLDOO\� NQHZ� WKDW� WKH� DGYLFH� ZDV�UHTXLUHG�IRU�D�SXUSRVH��� 7KH� DGYLVHU� NQHZ� WKDW� WKH� DGYLFH� ZRXOG� EH� FRPPXQLFDWHG� WR� WKH�DGYLVHH��� ,W�ZDV� NQRZQ� WKDW� WKH�DGYLFH�ZRXOG�EH�DFWHG� XSRQ�E\� WKH�DGYLVHH�ZLWKRXW�LQGHSHQGHQW�LQTXLU\��DQG�� ,W�ZDV�DFWHG�XSRQ�E\�WKH�DGYLVHH�WR�KLV�GHWULPHQW�
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7KH�+RXVH�RI�/RUGV�FRQVLGHUHG�+HGOH\�%\UQH LQ�WZR�ODWHU�FDVHV�
6PLWK�Y�(ULF�%XVK >����@���$OO�(5����&DSDUR�SOF�Y�'LFNPDQ >����@���$OO�(5����
3HUVRQV�WR�ZKRP�D�GXW\�LV�RZHG
7KH�UDQJH�RI�SHUVRQV�WR�ZKRP�WKH�GXW\�LV�RZHG�ZDV�GLVFXVVHG�LQ�&DSDUR�SOF�Y�'LFNPDQ �DERYH���ZKLFK�ZDV�GLVWLQJXLVKHG�E\�WKH�&RXUW�RI�$SSHDO�LQ�
0RUJDQ�&UXFLEOH�&R�Y�+LOO�6DPXHO�%DQN >����@���$OO�(5����
$GYLFH�RQ�VRFLDO�RFFDVLRQV
7KHUH�ZLOO� EH� QR�GXW\� LQ� UHVSHFW� RI� DGYLFH� UHTXHVWHG� DQG�JLYHQ� RQ� D� SXUHO\�VRFLDO�RFFDVLRQ�EXW� OLDELOLW\�ZDV� LPSRVHG�XSRQ�D� IULHQG�DVVHVVLQJ�D�XVHG�FDU�IRU�WKH�SODLQWLII�LQ�
&KDXGKU\�Y�3UDEKDNDU >����@���$OO�(5����
7KH�³DVVXPSWLRQ�RI�UHVSRQVLELOLW\´�SULQFLSOH
$�GXW\�RI�FDUH� LQ� WRUW�FDQ�FR�H[LVW�ZLWK� D�FRQWUDFWXDO�REOLJDWLRQ�ZKHUH� WKHUH�KDV� EHHQ� DQ� DVVXPSWLRQ� RI� UHVSRQVLELOLW\� LQ� UHODWLRQ� WR� WKH� SURYLVLRQ� RI�VHUYLFHV�
+HQGHUVRQ�Y�0HUUHWW�6\QGLFDWHV >����@���$OO�(5����
7KH� SULQFLSOH� RI� ³DVVXPSWLRQ� RI� UHVSRQVLELOLW\´� KDV� EHHQ� H[WHQGHG� EH\RQG�OLDELOLW\�IRU�VWDWHPHQWV��HJ�E\�WKH�+RXVH�RI�/RUGV�WR�D�VROLFLWRU�ZKR�ZDV�KHOG�WR�EH�LQ�D�VSHFLDO�UHODWLRQVKLS�ZLWK�WKH�LQWHQGHG�EHQHILFLDULHV�RI�D�ZLOO�
:KLWH�Y�-RQHV >����@���$OO�(5����
7KH� H[WHQGHG� +HGOH\� %\UQH SULQFLSOH� �HVWDEOLVKHG� LQ� +HQGHUVRQ�� ZDV�FRQVLGHUHG�E\�WKH�+RXVH�RI�/RUGV�LQ�
:LOOLDPV�Y�1DWXUDO�/LIH�+HDOWK�)RRGV >����@���$OO�(5����
7KH�&RXUW�RI�$SSHDO�UHFHQWO\�IROORZHG :KLWH�Y�-RQHV LQ�D�FDVH�LQYROYLQJ�DQ�LQVXUDQFH�FRPSDQ\�DGYLVLQJ�D�FXVWRPHU�DERXW�SHQVLRQV�DQG�OLIH�FRYHU�
*RUKDP�Y�%ULWLVK�7HOHFRP >����@�7KH�7LPHV�/5��$XJXVW���
'LVFODLPHUV
$GYLVHUV� PD\� SURWHFW� WKHPVHOYHV� E\� D� GLVFODLPHU�� HJ� LQ�+HGOH\� %\UQH WKH�LQIRUPDWLRQ�ZDV� JLYHQ� ³ZLWKRXW� UHVSRQVLELOLW\´�� �7RGD\��V����� RI� WKH�8QIDLU�&RQWUDFW� 7HUPV� $FW� ����� SURYLGHV� WKDW� D� SHUVRQ� FDQQRW� E\� PHDQV� RI� DQ\�FRQWUDFW� WHUP� RU� QRWLFH� UHVWULFW� KLV� OLDELOLW\� IRU� ORVV� RU� GDPDJH� RWKHU� WKDQ�SHUVRQDO� LQMXU\� �ZKLFK� FDQQRW� EH� H[FOXGHG�� FDXVHG� E\� QHJOLJHQFH� LQ� WKH�FRXUVH� RI� D� EXVLQHVV� XQOHVV� KH� VKRZV� WKDW� WKH� WHUP� RU� QRWLFH� LV� UHDVRQDEOH���7KLV� LVVXH� ZDV� FRQVLGHUHG� E\� WKH� +RXVH� RI� /RUGV� LQ� 6PLWK� Y� (ULF� %XVK�DERYH��
6WDWHPHQWV�DQG�WKLUG�SDUWLHV
7KHUH�PD\�EH�OLDELOLW\�IRU�QHJOLJHQFH�ZKHUH�WKH�GHIHQGDQW�PDNHV�D�VWDWHPHQW�WR�D�WKLUG�SDUW\�ZKLFK�FDXVHV�WKH�WKLUG�SDUW\�WR�DFW�LQ�D�PDQQHU�GHWULPHQWDO�WR�WKH�FODLPDQW��EXW�LQ�UHVSHFW�RI�ZKLFK� WKH�FODLPDQW�KDV�QR�UHGUHVV�DJDLQVW�WKH�
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WKLUG�SDUW\�� �$Q�H[DPSOH�ZRXOG�EH�D IRUPHU�HPSOR\HU�HPSOR\HH�SURVSHFWLYH�HPSOR\HU�VLWXDWLRQ���6HH�
6SULQJ�Y�*XDUGLDQ�$VVXUDQFH >����@���$OO�(5����
,W�KDV�EHHQ�KHOG�LQ�WKH�4%'�WKDW�D�GRFWRU�FDUU\LQJ�RXW�D�PHGLFDO�DVVHVVPHQW�RQ� EHKDOI� RI� D� SURVSHFWLYH� HPSOR\HU� FRXOG� RZH� D� GXW\� RI� FDUH� WR� WKH�SURVSHFWLYH�HPSOR\HH�
%DNHU�Y�.D\H >����@�,5/5����
+RZHYHU��D�GXW\�RI�FDUH�ZDV�QRW�RZHG�ZKHUH�WKH�SURVSHFWLYH�HPSOR\HH�ILOOHG�LQ�D�PHGLFDO�TXHVWLRQQDLUH�ZKLFK�ZDV�FRQVLGHUHG�E\�WKH�GRFWRU���7KH�&RXUW�RI�$SSHDO�GRXEWHG�WKH�FRUUHFWQHVV�RI�%DNHU�Y�.D\H LQ�
.DSIXQGH�Y�$EEH\�1DWLRQDO >����@�,&5��

7+(�7257�2)�'(&(,7
9LVFRXQW�0DXJKDP� LQ�%UDGIRUG� 7KLUG� (TXLWDEOH� %HQHILW� %XLOGLQJ� 6RFLHW\� Y�%RUGHUV >����@���$OO�(5�����DW����$�H[SODLQHG�WKH�WRUW�RI�GHFHLW�
³0\�/RUGV��ZH�DUH�GHDOLQJ�KHUH�ZLWK�D�FRPPRQ�ODZ�DFWLRQ�RI�GHFHLW��ZKLFK�UHTXLUHV�IRXU�WKLQJV�WR�EH�HVWDEOLVKHG�
)LUVW��WKHUH�PXVW�EH�D�UHSUHVHQWDWLRQ�RI�IDFW�PDGH�E\�ZRUGV��RU��LW�PD\�EH��E\�FRQGXFW�� �7KH�SKUDVH�ZLOO� LQFOXGH�D�FDVH�ZKHUH� WKH�GHIHQGDQW�KDV�PDQLIHVWO\�DSSURYHG� DQG�DGRSWHG� D� UHSUHVHQWDWLRQ�PDGH� E\� VRPH� WKLUG� SHUVRQ�� 2Q� WKH�RWKHU�KDQG��PHUH�VLOHQFH��KRZHYHU�PRUDOO\�ZURQJ��ZLOO�QRW�VXSSRUW�DQ�DFWLRQ�RI�GHFHLW«
6HFRQGO\��WKH�UHSUHVHQWDWLRQ�PXVW�EH�PDGH�ZLWK�D�NQRZOHGJH�WKDW� LW� LV� IDOVH���,W�PXVW�EH�ZLOIXOO\�IDOVH��RU�DW�OHDVW�PDGH�LQ�WKH�DEVHQFH�RI�DQ\�JHQXLQH�EHOLHI�WKDW�LW�LV�WUXH«
7KLUGO\��LW�PXVW�EH�PDGH�ZLWK�WKH�LQWHQWLRQ�WKDW�LW�VKRXOG�EH�DFWHG�XSRQ�E\�WKH�SODLQWLII�� RU� E\� D� FODVV� RI� SHUVRQV� ZKLFK� ZLOO� LQFOXGH� WKH� SODLQWLII�� LQ� WKH�PDQQHU�ZKLFK�UHVXOWHG�LQ�GDPDJH�WR�KLP«�,I��KRZHYHU��IUDXG�EH�HVWDEOLVKHG��LW� LV� LPPDWHULDO� WKDW� WKHUH� ZDV� QR� LQWHQWLRQ� WR� FKHDW� RU� LQMXUH� WKH� SHUVRQ� WR�ZKRP�WKH�IDOVH�VWDWHPHQW�ZDV�PDGH«
)RXUWKO\�� LW� PXVW� EH� SURYHG� WKDW� WKH� SODLQWLII� KDV� DFWHG� XSRQ� WKH� IDOVH�VWDWHPHQW�DQG�KDV�VXVWDLQHG�GDPDJH�E\�VR�GRLQJ«
,� DP�QRW�� RI� FRXUVH�� DWWHPSWLQJ� WR�PDNH� D� FRPSOHWH� VWDWHPHQW� RI� WKH� ODZ� RI�GHFHLW��EXW�RQO\�WR�VWDWH�WKH�PDLQ�IDFWV�ZKLFK�D�SODLQWLII�PXVW�HVWDEOLVK�´
$OWKRXJK�LQ�FLYLO�FDVHV�WKH�VWDQGDUG�RI�SURRI�LV�WKH�EDODQFH�RI�SUREDELOLWLHV��LQ�DQ� DOOHJDWLRQ� RI� GHFHLW� WKH� GHJUHH� RI� SUREDELOLW\ ZLOO� YDU\� DFFRUGLQJ� WR� WKH�JUDYLW\�RI�WKH�DOOHJDWLRQ�WR�EH�SURYHG���6HH�
+RUQDO�Y�1HXEHUJHU�3URGXFWV >����@���$OO�(5����
7KLV�WRUW�ZDV�UHFHQWO\�FRQVLGHUHG�E\�WKH�&RXUW�RI�$SSHDO�LQ�
6WDQGDUG�&KDUWHUHG�%DQN�Y�3DNLVWDQ�1DWLRQDO�6KLSSLQJ�&RUS��1R���� >����@���/OR\G¶V�5HS����
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7KLV�WRUW�LV�FRPPLWWHG�ZKHUH�WKH�GHIHQGDQW�
�� PDGH�D�IDOVH�VWDWHPHQW�WR�D�WKLUG�SDUW\��� ZLWK�PDOLFH��� DV�D�UHVXOW�RI�ZKLFK�WKH�FODLPDQW�VXIIHUHG�GDPDJH�
7KH� OHDGLQJ� FDVH� LV� 5DWFOLIIH� Y� (YDQV >����@� � 4%� ����� ZKHUH� %RZHQ� /-�VWDWHG��DW�S�����
³7KDW� DQ� DFWLRQ�ZLOO� OLH� IRU�ZULWWHQ� RU� RUDO� IDOVHKRRGV��QRW� DFWLRQDEOH� SHU� VH�QRU� HYHQ� GHIDPDWRU\��ZKHUH� WKH\� DUH�PDOLFLRXVO\� SXEOLVKHG��ZKHUH� WKH\� DUH�FDOFXODWHG� LQ� WKH� RUGLQDU\� FRXUVH� RI� WKLQJV� WR� SURGXFH�� DQG� ZKHUH� WKH\� GR�SURGXFH��DFWXDO�GDPDJH��LV�HVWDEOLVKHG�ODZ���6XFK�DQ�DFWLRQ�LV�QRW�RQH�RI�OLEHO�RU� VODQGHU�� EXW� DQ� DFWLRQ� RQ� WKH� FDVH� IRU� GDPDJH� ZLOIXOO\� DQG� LQWHQWLRQDOO\�GRQH�ZLWKRXW� MXVW� RFFDVLRQ� RU� H[FXVH�� DQDORJRXV� WR� DQ� DFWLRQ� IRU� VODQGHU� RI�WLWOH�� �7R VXSSRUW� LW��DFWXDO�GDPDJH�PXVW�EH� VKHZQ�� IRU� LW� LV�DQ�DFWLRQ�ZKLFK�RQO\�OLHV�LQ�UHVSHFW�RI�VXFK�GDPDJH�DV�KDV�DFWXDOO\�RFFXUUHG�´
7KLV�VWDWHPHQW�ZDV�FRQVLGHUHG�E\�5R[EXUJK�-�LQ�
-R\FH�Y�0RWRU�6XUYH\V�/WG >����@���&K�'����
7KH�FODLPDQW�PXVW�SURYH�VSHFLDO��LH��DFWXDO��SHFXQLDU\��GDPDJH�RU�FODLP�XQGHU�V�����RI�WKH�'HIDPDWLRQ�$FW������ZKLFK�SURYLGHV�
³,Q� DQ� DFWLRQ� IRU� VODQGHU� RI� WLWOH�� VODQGHU� RI� JRRGV� RU� RWKHU� PDOLFLRXV�IDOVHKRRG��LW�VKDOO�QRW�EH�QHFHVVDU\�WR�DOOHJH�RU�SURYH�VSHFLDO�GDPDJH�± �D��LI�WKH�ZRUGV�XSRQ�ZKLFK�WKH�DFWLRQ�LV�IRXQGHG�DUH�FDOFXODWHG�WR�FDXVH�SHFXQLDU\�GDPDJH�WR�WKH�SODLQWLII�DQG�DUH�SXEOLVKHG�LQ�ZULWLQJ�RU�RWKHU�SHUPDQHQW�IRUP��RU� �E�� LI� WKH� VDLG� ZRUGV� DUH� FDOFXODWHG� WR� FDXVH� SHFXQLDU\� GDPDJH� WR� WKH�SODLQWLII�LQ�UHVSHFW�RI�DQ\�RIILFH��SURIHVVLRQ��FDOOLQJ��WUDGH�RU�EXVLQHVV�KHOG�RU�FDUULHG�RQ�E\�KLP�DW�WKH�WLPH�RI�WKH�SXEOLFDWLRQ�´
,W�ZDV�UHFHQWO\�GHFLGHG�WKDW�DJJUDYDWHG�GDPDJHV�IRU�LQMXU\�WR�IHHOLQJV�PD\�EH�UHFRYHUDEOH�
.KRGDSDUDVW�Y�6KDG >����@���$OO�(5����


