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1RWHV�DGDSWHG�IURP�0LFKDHO�$��-RQHV��7H[WERRN�RQ�7RUWV��6HYHQWK�(GLWLRQ�������
7KH� WZR� SULQFLSDO� UHPHGLHV� DYDLODEOH� WR� WKH� YLFWLP� RI� D� WRUW� DUH� GDPDJHV� WR� FRPSHQVDWH� IRU� WKH� KDUP� KH� KDV�VXIIHUHG� DQG�� ZKHUH� DSSURSULDWH�� DQ� LQMXQFWLRQ� WR� SUHYHQW� IXWXUH� KDUP��'DPDJHV� LV� WKH� SUHGRPLQDQW� UHPHG\��&HUWDLQ�IRUPV�RI�VHOI�KHOS��VXFK�DV�DEDWHPHQW�RI�D�QXLVDQFH�RU�VHOI�GHIHQFH��FDQ�EH�UHJDUGHG�DV�UHPHGLHV��EXW�WKH�FRXUWV�GR�QRW�HQFRXUDJH�WKLV�

'$0$*(6
7KH�IXQGDPHQWDO�SULQFLSOH�DSSOLHG�WR�WKH�DVVHVVPHQW�RI�DQ�DZDUG�RI�GDPDJHV�LV�WKDW�WKH�FODLPDQW�VKRXOG�EH�IXOO\�FRPSHQVDWHG�IRU�KLV�ORVV��+H�LV�HQWLWOHG�WR�EH�UHVWRUHG�WR�WKH�SRVLWLRQ�WKDW�KH�ZRXOG�KDYH�EHHQ�LQ��KDG�WKH�WRUW�QRW�EHHQ�FRPPLWWHG��LQVRIDU�DV�WKLV�FDQ�EH�GRQH�E\�WKH�SD\PHQW�RI�PRQH\��/LYLQJVWRQH�Y�5DZ\DUGV�&RDO�&R ���������$SS�&DV���������
7<3(6�2)�'$0$*(6

1RPLQDO�DQG�FRQWHPSWXRXV
1RPLQDO�GDPDJHV�ZLOO�EH�DZDUGHG�ZKHUH�WKH�FODLPDQW�SURYHV�WKDW�WKH�GHIHQGDQW�KDV�FRPPLWWHG�D�WRUW�EXW�WKH�FODLPDQW�KDV�VXIIHUHG�QR�ORVV�
&RQWHPSWXRXV�GDPDJHV�FRQVLVW�RI�WKH�DZDUG�RI�D�GHULVRU\�VXP��XVXDOO\�WKH�VPDOOHVW�FRLQ�RI�WKH�UHDOP�RI��7KH\�DUH�DZDUGHG�ZKHQ�WKH�FRXUW�FRQVLGHUV�WKDW�WKH�FODLPDQW¶V�DFWLRQ��DOWKRXJK�WHFKQLFDOO\�VXFFHVVIXO��ZDV�ZLWKRXW�PHULW�DQG�VKRXOG�QRW�KDYH�EHHQ�EURXJKW��7KH�FODLPDQW�PD\�WKHQ�EH�DW�ULVN�RQ�FRVWV��ZKLFK�DUH�QRUPDOO\�DZDUGHG�WR�WKH�VXFFHVVIXO�SDUW\�
*HQHUDO�DQG�VSHFLDO
*HQHUDO� GDPDJH� LV� WKH� GDPDJH� WKDW� LV� SUHVXPHG� WR� IORZ� IURP� WRUWV� ZKLFK� DUH�DFWLRQDEOH�SHU�VH��DQG�VR�QHHG�QRW�EH�VSHFLILFDOO\�SOHDGHG��H�J���ORVV�RI�UHSXWDWLRQ�LQ�D�OLEHO�DFWLRQ���6SHFLDO�GDPDJH�UHIHUV�WR�WKH�GDPDJH�WKDW�WKH�FODLPDQW�PXVW�SOHDG�DQG�SURYH�DV�SDUW�RI�KLV�FDXVH�RI� DFWLRQ� LQ� WRUWV�ZKHUH�GDPDJH� LV� WKH�JLVW�RI� WKH�DFWLRQ��H�J���QHJOLJHQFH��QXLVDQFH��VODQGHU��
7KHUH� LV� D� VHFRQG� DQG� PXFK� PRUH� FRPPRQO\� XVHG� PHDQLQJ� RI� WKH� GLVWLQFWLRQ�EHWZHHQ�JHQHUDO�GDPDJHV�DQG�VSHFLDO�GDPDJHV��,Q�SUDFWLFH�� ORVVHV� WKDW�DUH�FDSDEOH�RI� EHLQJ� FDOFXODWHG� ZLWK� UHDVRQDEOH� DFFXUDF\� DUH� SOHDGHG� DV� µVSHFLDO� GDPDJHV¶��,QH[DFW�RU�XQOLTXLGDWHG� ORVVHV� �DOWKRXJK� WKH\�DUH�QRW�SUHVXPHG�DQG�WKHUHIRUH�PXVW�EH�SOHDGHG��DUH�FRPSHQVDWHG�E\�DQ�DZDUG�RI�µJHQHUDO�GDPDJHV¶��)RU�H[DPSOH�� LQ�D�SHUVRQDO� LQMXULHV� DFWLRQ�� DFFUXHG� H[SHQVHV� VXFK� DV� GDPDJHG� FORWKLQJ�� PHGLFDO�H[SHQVHV� DQG� ORVV� RI� HDUQLQJV� WR� WKH� GDWH� RI� WULDO� DUH� VSHFLDO� GDPDJHV�� 3DLQ� DQG�VXIIHULQJ� DQG� ORVV� RI� DPHQLW\� �DQG� SURVSHFWLYH� ORVV� RI� HDUQLQJV�� DUH� WUHDWHG� DV�JHQHUDO�GDPDJHV�
$JJUDYDWHG�DQG�H[HPSODU\
7KH� FRXUW�PD\� WDNH� LQWR� DFFRXQW� WKH�PDQQHU� LQ� ZKLFK� WKH� WRUW� ZDV� FRPPLWWHG� LQ�DVVHVVLQJ� GDPDJHV�� ,I� LW� ZDV� VXFK� DV� WR� LQMXUH� WKH� FODLPDQW¶V� SURSHU� IHHOLQJV� RI�GLJQLW\� DQG�SULGH� WKHQ�DJJUDYDWHG�GDPDJHV�PD\� EH�DZDUGHG��$JJUDYDWHG�GDPDJHV�DUH� VROHO\� FRPSHQVDWRU\�� EXW� WKH\� DUH� KLJKHU� WKDQ�ZRXOG� QRUPDOO\� EH� WKH� FDVH� WR�UHIOHFW�WKH�JUHDWHU�LQMXU\�WR�WKH�FODLPDQW�
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$JJUDYDWHG�GDPDJHV� VKRXOG� EH�GLVWLQJXLVKHG� IURP� H[HPSODU\� WKH�GDPDJHV��ZKLFK�DUH�SXQLWLYH�LQ�QDWXUH��,W�KDV�EHHQ�VDLG� WKDW�WKH�GLVWLQFWLRQ�EHWZHHQ�DJJUDYDWHG�DQG�H[HPSODU\�GDPDJHV�LV�WKDW�DJJUDYDWHG�GDPDJHV�DUH�DZDUGHG�IRU�FRQGXFW�WKDW�VKRFNV�WKH� FODLPDQW� �DQG� WKHUHIRUH� FRQVWLWXWHV� D� UHDO� ORVV��� DQG� H[HPSODU\� GDPDJHV� DUH�DZDUGHG�IRU� FRQGXFW� WKH�VKRFNV�WKH�FRXUW�� �,Q�5RRNHV�Y�%DUQDUG >����@�$&�������WKH� +RXVH� RI� /RUGV� KHOG� WKDW�� H[FHSW� ZKHUH� VSHFLILFDOO\� DXWKRULVHG� E\� VWDWXWH��H[HPSODU\�GDPDJHV�VKRXOG�EH�DZDUGHG�RQO\�LQ�WZR�FDWHJRULHV�RI�FDVH�
�D� 2SSUHVVLYH�� DUELWUDU\� RU� XQFRQVWLWXWLRQDO� DFWLRQ� E\� VHUYDQWV� RI� WKH�JRYHUQPHQW��E� :KHUH�WKH�GHIHQGDQW
V�FRQGXFW�KDV�EHHQ�FDOFXODWHG�E\�KLP�WR�PDNH�D�SURILW�IRU�KLPVHOI�ZKLFK�PD\�ZHOO�H[FHHG�WKH�FRPSHQVDWLRQ�SD\DEOH�

$�6,1*/(�$&7,21�$1'�7+(�/803�680
6LQJOH�$FWLRQ
$� FODLPDQW� FDQ� EULQJ� RQO\� RQH� DFWLRQ� LQ� UHVSHFW� RI� D� VLQJOH� ZURQJ�� +H� FDQQRW�PDLQWDLQ�D�VHFRQG�DFWLRQ�EDVHG�RQ�WKH�VDPH�IDFWV�PHUHO\�EHFDXVH�WKH�GDPDJH�WXUQV�RXW� WR� EH�PRUH� H[WHQVLYH� WKDQ� ZDV� DQWLFLSDWHG� �)HWWHU� Y� %HDOH ������� ��/G�5D\P������������+RZHYHU��WKHUH�DUH�VRPH�H[FHSWLRQV�WR�WKLV�
:KHUH�D� VLQJOH�ZURQJIXO�DFWLRQ�YLRODWHV� WZR�GLVWLQFW� ULJKWV� WKH�FODLPDQW� FDQ� EULQJ�VHSDUDWH� DFWLRQV� LQ� UHVSHFW� RI� HDFK� ULJKW�� $OWKRXJK� WKH� UXOH� LQ� +HQGHUVRQ� Y�+HQGHUVRQ ���������+DUH�����UHTXLUHV�WKH�SDUWLHV�WR�EULQJ�WKH�ZKROH�FDVH�EHIRUH�WKH�FRXUW� VR� WKDW�DOO�DVSHFWV�RI� WKH�FDVH�PD\� EH� ILQDOO\�GHFLGHG��VXEMHFW� WR�DQ\�DSSHDO��RQFH�DQG�IRU�DOO��LQ�7DOERW�Y�%HUNVKLUH�&& >����@�4%�����WKH�&RXUW�RI�$SSHDO�JDYH�WKUHH�H[DPSOHV�RI�VSHFLDO�FLUFXPVWDQFHV�ZKHUH�WKH�UXOH�ZRXOG�QRW�DSSO\�
�D� ZKHUH�WKH�FODLPDQW�ZDV�XQDZDUH�RI�WKH�H[LVWHQFH�RI�WKH�FODLP��E� ZKHUH� DQ� DJUHHPHQW� ZDV� PDGH� EHWZHHQ� WKH� SDUWLHV� KROGLQJ� WKH� DFWLRQ� LQ�DEH\DQFH��DQG�F� ZKHUH� WKH� FODLPDQW� KDG� QRW� EURXJKW� KLV� FDVH� HDUOLHU� LQ� UHOLDQFH� RQ� D�UHSUHVHQWDWLRQ�PDGH�E\�WKH�GHIHQGDQW�
$� VHFRQG� H[FHSWLRQ� WR� WKH� UXOH� LV� ZKHUH� WKHUH� LV� D� FRQWLQXLQJ� LQMXU\�� VXFK� DV� D�FRQWLQXLQJ�QXLVDQFH�RU�WUHVSDVV�WR�ODQG��,Q�WUHVSDVV��EHLQJ�DFWLRQDEOH�SHU�VH��D�IUHVK�FDXVH�RI�DFWLRQ�DULVHV�IURP�GD\�WR�GD\��DQG�LQ�QXLVDQFH�D�IUHVK�FDXVH�RI�DFWLRQ�DULVHV�ZKHQHYHU� IXUWKHU�GDPDJH�RFFXUV� �'DUOH\�0DLQ�&ROOLHU\�Y�0LWFKHOO ����������$SS�&DV������
7KH�ILQDO� H[FHSWLRQ� LV� WKDW�ZKHUH� D� VLQJOH�ZURQJ� SURGXFHV� VXFFHVVLYH� DQG�GLVWLQFW�GDPDJH��WKHQ�LQ�WRUWV�ZKLFK�DUH�DFWLRQDEOH�RQO\�RQ�SURRI�RI�GDPDJH��DV�RSSRVHG�WR�WRUWV� DFWLRQDEOH�SHU� VH��� D� VHSDUDWH�DQG�GLVWLQFW� FDXVH�RI� DFWLRQ�ZLOO� DFFUXH� �0RXQW�$OEHUW�%&�Y�-RKQVRQ >����@���1=/5������
/XPS�VXP
'DPDJHV�DUH�DVVHVVHG�RQFH�DQG�IRU�DOO�PXVW�EH�DZDUGHG�LQ�WKH�IRUP�RI�D�OXPS�VXP��7KLV� DSSOLHV� ERWK� WR� DFFUXHG� DQG� SURVSHFWLYH� ORVVHV�� 7KH� FRXUW� KDV� QR� SRZHU� WR�UHTXLUH�WKH�GHIHQGDQW�WR�PDNH�SHULRGLFDO�SD\PHQWV��%XUNH�Y�7RZHU�+DPOHWV�+HDOWK�$XWKRULW\ >����@�7LPHV�/DZ�5HSRUWV�$XJXVW������,Q�:HOOV�Y�:HOOV >����@���$OO�(5�����DW������/RUG�6WH\Q�VDLG� WKDW� WKH�FRXUW�RXJKW� WR�EH�JLYHQ� WKH�SRZHU��RI� LWV�RZQ�PRWLRQ�� WR�PDNH�DQ�DZDUG�SHULRGLFDO�SD\PHQWV� LQ�DSSURSULDWH�FDVHV��6XFK�D�SRZHU�ZRXOG�EH�FRQVLVWHQW�ZLWK�WKH�SULQFLSOH�RI�IXOO�FRPSHQVDWLRQ�IRU�SHFXQLDU\�ORVV��EXW��VDLG�KLV�/RUGVKLS��WKLV�FRXOG�RQO\�EH�LQWURGXFHG�E\�3DUOLDPHQW�
$Q� H[FHSWLRQ� RI� YHU\� OLPLWHG� DSSOLFDWLRQ� ZDV� DFFHSWHG� LQ�0XOOKRODQG� Y� 0LWFKHOO>����@�$&������:KHUH�WKHUH�LV�HYLGHQFH�RI�D�FKDQJH�RI�FLUFXPVWDQFHV�DIWHU�WKH�WULDO�
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EXW� EHIRUH� DQ� DSSHDO�� WKH� &RXUW� RI� $SSHDO� ZLOO� DGPLW� WKH� QHZ� HYLGHQFH�� � 1HZ�HYLGHQFH�ZDV�DOVR�DGPLWWHG�E\�WKH�+RXVH�RI�/RUGV�LQ�/LP�3RK�&KRR�Y�&DPGHQ�$+$>����@�$&�����WR�µPLWLJDWH�WKH�LQMXVWLFHV�RI�D�OXPS�VXP�V\VWHP¶�
7KH� OXPS�VXP� SULQFLSOH�� FRPELQHG� ZLWK� WKH� UXOH� WKDW� GDPDJHV� FDQ� EH� UHFRYHUHG�RQFH� RQO\�� FDXVHV� VHULRXV� GLIILFXOWLHV� LQ� DFWLRQV� IRU� SHUVRQDO� LQMXULHV�� SDUWLFXODUO\�ZKHUH�WKH�PHGLFDO�SURJQRVLV�LV�XQFHUWDLQ��7KHUH�LV�QRZ�D�SURFHGXUH�IRU�WKH�DZDUG�RI�SURYLVLRQDO� GDPDJHV� LQ� WKLV� W\SH� RI� FDVH� �&35�� 3DUW� ����� 6HFWLRQ� ��$� RI� WKH�6XSUHPH� &RXUW $FW� ����� SURYLGHV� WKDW� LQ� SHUVRQDO� LQMXU\� FDVHV� ZKHUH� WKHUH� LV� D�µFKDQFH¶�WKDW��DV�D�UHVXOW�RI�WKH�WRUW��WKH�FODLPDQW�ZLOO�GHYHORS�VRPH�VHULRXV�GLVHDVH�RU�VXIIHU�VRPH�VHULRXV�GHWHULRUDWLRQ�LQ�KLV�FRQGLWLRQ��KH�PD\�EH�DZDUGHG�SURYLVLRQDO�GDPDJHV�DVVHVVHG�RQ�WKH�EDVLV�WKDW�WKH�GLVHDVH�RU�GHWHULRUDWLRQ�ZLOO�QRW�RFFXU��,I�WKH�HYHQW� VXEVHTXHQWO\� PDWHULDOLVHV� WKH� FODLPDQW� FDQ� WKHQ� PDNH� DQ� DSSOLFDWLRQ� IRU�IXUWKHU�GDPDJHV��ZKLFK�ZLOO�PRUH�DFFXUDWHO\�FRPSHQVDWH�KLV�ORVV��7KHUH�FDQ�RQO\�EH�RQH�VXFK�DSSOLFDWLRQ�LQ�UHVSHFW�RI�D�GLVHDVH�RU�W\SH�RI�LQMXU\�VSHFLILHG�LQ�WKH�RULJLQDO�DFWLRQ�
$� FODLP� IRU� SURYLVLRQDO� GDPDJHV� FDQQRW� LQFOXGH� D� GHFODUDWLRQ� WKDW� WKH� FODLPDQW¶V�VXUYLYLQJ�GHSHQGDQWV�VKRXOG�EH�HQWLWOHG� WR�EULQJ�D�FODLP�XQGHU�WKH�)DWDO�$FFLGHQWV�$FW������LI�WKH�FODLPDQW�VKRXOG�VXEVHTXHQWO\�GLH�DV�D�UHVXOW�RI�D�GHWHULRUDWLRQ�RI�KLV�SK\VLFDO�FRQGLWLRQ���7KH�'DPDJHV�$FW�������V��QRZ�SHUPLWV�GHSHQGDQWV�WR�FODLP�LQ�UHVSHFW�RI�ORVVHV�QRW�FRPSHQVDWHG�E\�WKH�LQLWLDO�DZDUG�RI�GDPDJHV�
$Q�DOWHUQDWLYH�WR�SURYLVLRQDO�GDPDJHV�ZKLFK�LV�FXUUHQWO\�DYDLODEOH��EXW�OLWWOH�XVHG��LV�D�SURFHGXUH�IRU�VHSDUDWH�WULDOV�RQ�OLDELOLW\�DQG�GDPDJHV��VR� WKDW� WKH�DVVHVVPHQW�FDQ�EH�PDGH�DW�D�ODWHU�GDWH�ZKHQ�WKH�FODLPDQW¶V�PHGLFDO�SURJQRVLV�LV�PRUH�FHUWDLQ��&35��3DUW����U�������L����+RZHYHU��WKLV�ZLOO RQO\�EH�RI�YDOXH�ZKHUH�WKH�FODLPDQW¶V�PHGLFDO�FRQGLWLRQ�LV�XQVWDEOH�DQG�QHHGV�WLPH�WR�VHWWOH�
6WUXFWXUHG�VHWWOHPHQWV
$� UHFHQW� GHYHORSPHQW� KDV� EHHQ� WKH� LQWURGXFWLRQ� LQWR� WKLV� FRXQWU\� RI� WKH� 1RUWK�$PHULFDQ�FRQFHSW�RI�D�µVWUXFWXUHG�VHWWOHPHQW¶��IRU�D�GHILQLWLRQ�VHH�WKH�'DPDJHV�$FW�������V����7KLV�LV�D�SULYDWH�DUUDQJHPHQW�EHWZHHQ� WKH�FODLPDQW�DQG�WKH�GHIHQGDQW¶V�OLDELOLW\�LQVXUHU�ZKHUHE\�WKH�QRUPDO�OXPS�VXP�SD\PHQW�IRU�IXWXUH�ORVVHV�LV�WDNHQ�LQ�WKH�IRUP�RI�SHULRGLF�SD\PHQWV��7KHVH�SD\PHQWV�FDQ�EH�YDULHG�RU�µVWUXFWXUHG¶�RYHU�D�SHULRG�RI�WLPH��7KH\�FDQ�EH�IRU�D�IL[HG�SHULRG�RU�XQWLO�WKH�FODLPDQW¶V�GHDWK��DQG�WKH\�FDQ�EH� LQGH[�OLQNHG��7KH�SD\PHQWV�DUH� ILQDQFHG�E\� WKH�SXUFKDVH�RI� DQ�DQQXLW\�E\�WKH�OLDELOLW\� LQVXUHU�ZLWK�WKH�PRQH\� WKDW�ZRXOG�KDYH�EHHQ�SDLG�WR�WKH�FODLPDQW�DV�D�OXPS�VXP��7KLV�DQQXLW\� LV�KHOG�E\� WKH� LQVXUHU�RQ�EHKDOI�RI� WKH�FODLPDQW��DQG��DV� D�UHVXOW�RI�D�FRQFHVVLRQ�E\�WKH�,QODQG�5HYHQXH��WKH�SD\PHQW�LV�QRW�WD[DEOH�DV�LQFRPH�LQ�WKH�FODLPDQW¶V�KDQGV��7KH\�GHSHQG�XSRQ�DJUHHPHQW�EHWZHHQ�WKH�FODLPDQW�DQG WKH�GHIHQGDQW¶V�LQVXUHUV�� WKH�FRXUW�KDV�QR�SRZHU�WR�RUGHU�VXFK�DQ�DUUDQJHPHQW�ZLWKRXW�WKH�FRQVHQW�RI�WKH�SDUWLHV��'DPDJHV�$FW�������V���
3HULRGLF�SD\PHQWV�PDGH�XQGHU�D�VWUXFWXUHG�VHWWOHPHQW�GDPDJHV�DZDUG�FRPH�ZLWKLQ�WKH� FDWHJRU\� RI� FDSLWDO� WUHDWHG� DV� LQFRPH� IRU� WKH� SXUSRVHV� RI� WKH� ,QFRPH� 6XSSRUW��*HQHUDO�� 5HJXODWLRQV� ����� DQG� ZLOO� DIIHFW� D� FODLPDQW¶V� HQWLWOHPHQW� WR� LQFRPH�VXSSRUW��%HDWWLH�Y�6HFUHWDU\�RI�6WDWH�IRU�6RFLDO�6HFXULW\����$SULO�������&$��
6HH�DOVR��&35�3'���

3(5621$/�,1-85,(6
,Q�PRVW�DFWLRQV IRU�SHUVRQDO�LQMXULHV�WKH�FODLPDQW�VXIIHUV�WZR�GLVWLQFW�W\SHV�RI�ORVV��SHFXQLDU\� DQG�QRQ�SHFXQLDU\� ORVV��3HFXQLDU\� ORVV� LV� WKH�GDPDJH� WKDW� LV� FDSDEOH�RI�EHLQJ� GLUHFWO\� FDOFXODWHG� LQ� PRQH\� WHUPV�� 7KH� FRPPRQHVW� H[DPSOH� LV� ORVV� RI�HDUQLQJV��ERWK�DFWXDO�DQG�IXWXUH��EXW�LW�LQFOXGHV�DOO�RWKHU�H[SHQVHV�DWWULEXWDEOH�WR�WKH�WRUW��VXFK�DV�PHGLFDO�H[SHQVHV��WUDYHOOLQJ�H[SHQVHV��WKH�FRVW�RI�VSHFLDO�HTXLSPHQW�RU�
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RI�HPSOR\LQJ�VRPHRQH�WR�FDUU\�RXW�GRPHVWLF�GXWLHV�ZKLFK�WKH�FODLPDQW�LV�QR�ORQJHU�DEOH� WR� SHUIRUP�� RU� ORVV� RI� SHQVLRQ� ULJKWV�� 1RQ� SHFXQLDU\� ORVVHV� DUH� VXFK�LPPHDVXUDEOH� PDWWHUV� DV� SDLQ� DQG� VXIIHULQJ� FDXVHG� E\� WKH� LQMXU\�� DQG� ORVV� RI�DPHQLW\�DWWULEXWDEOH�WR�D�GLVDELOLW\�
7KH�FRXUWV�DVVHVV�GDPDJHV�XQGHU�VHYHUDO�µKHDGV¶��EXW�IRU�WKH�SXUSRVH�RI�FDOFXODWLQJ�LQWHUHVW� WKHUH� DUH� WKUHH� EURDG� KHDGV�� DFFUXHG� SHFXQLDU\� GDPDJHV�� QRQ�SHFXQLDU\�GDPDJHV�� DQG� ORVV� RI� IXWXUH� HDUQLQJV�� 7KH�+RXVH� RI� /RUGV� KDV� VWUHVVHG�� KRZHYHU��WKDW� WKH� FRXUW� VKRXOG�DOVR�KDYH� UHJDUG� WR� WKH� DSSURSULDWHQHVV�RI� WKH� WRWDO� DZDUG� WR�DYRLG� RYHUODSSLQJ� RI GLIIHUHQW� KHDGV� RI� GDPDJHV� �/LP�3RK�&KRR� Y� &DPGHQ� $+$>����@���$OO�(5������
0HGLFDO�DQG�RWKHU�H[SHQVHV
7KH� FODLPDQW� LV� HQWLWOHG� WR� UHFRYHU� KLV� PHGLFDO� DQG� RWKHU� VLPLODU� H[SHQVHV�UHDVRQDEO\� LQFXUUHG�� $FFUXHG� H[SHQVHV� ZLOO� EH� DZDUGHG� DV� SDUW� RI� WKH� VSHFLDO�GDPDJHV��ZKHUHDV�IXWXUH�PHGLFDO�H[SHQVHV�ZLOO�EH�HVWLPDWHG�DQG�DZDUGHG�DV�JHQHUDO�GDPDJHV�
7KH�/DZ�5HIRUP��3HUVRQDO�,QMXULHV��$FW�������V������SURYLGHV�WKDW�WKH�SRVVLELOLW\�RI�DYRLGLQJ�PHGLFDO�H[SHQVHV�RU�SDUW�RI�WKHP�E\�WDNLQJ�DGYDQWDJH�RI�1+6�IDFLOLWLHV�LV�WR�EH�GLVUHJDUGHG�
6HFWLRQ���RI�WKH�$GPLQLVWUDWLRQ�RI�-XVWLFH�$FW������SURYLGHV�WKDW�DQ\�VDYLQJ�WR�WKH�LQMXUHG� SHUVRQ�ZKLFK� LV� DWWULEXWDEOH� WR� KLV�PDLQWHQDQFH�ZKROO\� RU� SDUWO\� DW� SXEOLF�H[SHQVH� LQ� D� KRVSLWDO�� RU� QXUVLQJ� KRPH�RU� RWKHU� LQVWLWXWLRQ� VKDOO� EH� VHW� RII� DJDLQVW�DQ\� LQFRPH� ORVW�E\�KLP� DV�D� UHVXOW�RI� KLV� LQMXULHV��$�VLPLODU� SURSRVLWLRQ�KDG�EHHQ�H[SUHVVHG� LQ�/LP� 3RK� &KRR ZKLFK� HIIHFWLYHO\� DSSOLHV� WKH� VDPH� UXOH� WR� FODLPDQWV�ZKR� PDNH� VDYLQJV� LQ� GRPHVWLF� H[SHQGLWXUH� ZKLOH� EHLQJ� ORRNHG� DIWHU� LQ� D� SULYDWH�LQVWLWXWLRQ�
,I�WKH�FODLPDQW�KDV�WR�OLYH�LQ�D�VSHFLDO�LQVWLWXWLRQ��VXFK�DV�D�QXUVLQJ�KRPH��RU�UHFHLYH�DWWHQGDQFH�DW�KRPH�KH� LV� HQWLWOHG� WR� WKH�FRVW�RI� WKDW��SURYLGHG� WKDW� LW� LV� UHDVRQDEO\�QHFHVVDU\��6KHDUPDQ�Y�)ROODQG >����@���.%�����
,W�RIWHQ�KDSSHQV�WKDW�D�WKLUG�SHUVRQ��VXFK�DV�D�UHODWLYH�RU�IULHQG��EHDUV�SDUW�RI�WKH�FRVW�RI� WKH� FODLPDQW¶V� LQMXU\�� HLWKHU� LQ� WKH� IRUP� RI� GLUHFW� ILQDQFLDO� SD\PHQWV� RU� E\�SURYLGLQJ�QXUVLQJ�DVVLVWDQWV��6RPHWLPHV�D�VSRXVH�RU�FORVH�UHODWLYH�PD\�JLYH�XS�SDLG�HPSOR\PHQW�LQ RUGHU�WR�FDUH�IRU� WKH�FODLPDQW��7KH�FODLPDQW�FDQ�UHFRYHU�WKH�FRVW�RI�VXFK�FDUH�
x 8QWLO� UHFHQWO\�� WKH� EDVLV� IRU� VXFK� UHFRYHU\� ZDV� WKH� &RXUW� RI� $SSHDO¶V�GHFLVLRQ�LQ�'RQQHOO\�Y�-R\FH >����@�4%�����ZKHUH�LW�ZDV�KHOG�WKDW�WKH�H[LVWHQFH�RI�D� OHJDO� RU� PRUDO� REOLJDWLRQ� WR� UHLPEXUVH� WKH� WKLUG� SDUW\� ZDV� LUUHOHYDQW�� ,W� ZDV�LQFRUUHFW�� VDLG� WKH� FRXUW�� WR� WKLQN� RI� WKLV� DUH� VRPHRQH� HOVH
V� ORVV�� ,W� ZDV� WKH�FODLPDQW¶V�ORVV��+LV�ORVV�ZDV�WKH�H[LVWHQFH�RI�WKH�QHHG IRU�QXUVLQJ�VHUYLFHV�RU�VSHFLDO�HTXLSPHQW�� QRW� WKH� H[SHQGLWXUH� RI� WKH� PRQH\� LWVHOI�� 6R� IDU� DV� WKH� GHIHQGDQW� ZDV�FRQFHUQHG�� WKH�TXHVWLRQ� IURP�ZKDW�VRXUFH� WKH�FODLPDQW¶V�QHHGV�KDG�EHHQ�PHW��ZKR�KDG�SDLG�WKH�PRQH\�RU�JLYHQ�WKH�VHUYLFHV��RU�ZKHWKHU�WKH�FODLPDQW�ZDV�XQGHU�D�OHJDO�RU�PRUDO�REOLJDWLRQ�WR�UHSD\��ZHUH�DOO�LUUHOHYDQW�
x :KLOH� UHWDLQLQJ� WKH� JHQHUDO� UXOH� WKDW� WKH� FODLPDQW� FDQ� UHFRYHU� IRU� WKH�JUDWXLWRXV� SURYLVLRQ� RI� FDUH� E\� WKLUG� SDUW\� DQG� SUHVHUYLQJ� WKH� SULQFLSOHV� DV� WR�TXDQWXP��WKH�+RXVH�RI�/RUGV�LQ�+XQW�Y�6HHUV >����@���$OO�(5�����KDYH�DOWHUHG�WKH�EDVLV� XSRQ�ZKLFK� VXFK� DQ� DZDUG� LV�PDGH�� UHYHUWLQJ� WR� WKH� DSSURDFK� VXJJHVWHG� E\�/RUG� 'HQQLQJ� 05� LQ� &XQQLQJKDP� Y� +DUULVRQ >����@� 4%� ����� WKDW� WKH� DZDUG�UHIOHFWV�WKH�FODLPDQW¶V�REOLJDWLRQ�WR�KROG�WKDW�SRUWLRQ�RI�WKH�GDPDJHV�LQ�WUXVW��WR�EH�SDLG� WR� WKH� SHUVRQ� VXSSO\LQJ WKH� VHUYLFHV�� 2QH� FRQVHTXHQFH� RI� VKLIWLQJ� WKH� IRFXV�IURP�WKH�FODLPDQW�WR�WKH�WKLUG�SDUW\�LV�WKDW��DV�LQ�+XQW�Y�6HHUV LWVHOI��DQ�DZDUG�FRXOG�QRW�EH�PDGH�ZKHUH�WKH�VHUYLFHV�DUH�SURYLGHG�E\�WKH�GHIHQGDQW�WRUWIHDVRU�
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/266�2)�($51,1*6
$FWXDO�ORVV
,W�LV�QRW�XVXDOO\�GLIILFXOW�WR�FDOFXODWH�WKH�FODLPDQW¶V�DFWXDO�ORVV�RI�HDUQLQJV�IURP�WKH�GDWH� RI� WKH� LQMXU\� WR� WKH� GDWH� RI� DVVHVVPHQW�� 7KLV� LV� WKH� QHW� ORVV�� DIWHU� GHGXFWLQJ�LQFRPH� WD[� DQG� VRFLDO� VHFXULW\� FRQWULEXWLRQV� �%ULWLVK� 7UDQVSRUW� &RPPLVVLRQ� Y�*RXUOH\ >����@�$& ������$Q�HPSOR\HH¶V�FRQWULEXWLRQV�WR�D�SHQVLRQ�VFKHPH�DUH�DOVR�GHGXFWHG� LQ� FDOFXODWLQJ� KLV� DFWXDO� ORVV� RI� HDUQLQJV� �'HZV� Y� 1DWLRQDO� &RDO� %RDUG>����@���$OO�(5������
3URVSHFWLYH�ORVV
7KH�FDOFXODWLRQ�RI� IXWXUH� ORVV�RI�HDUQLQJV��KRZHYHU�SUHVHQWV� UHDO�SUREOHPV�� ODUJHO\�EHFDXVH� WKH� FRXUW� KDV� WR� HQJDJH� LQ� WKH� H[HUFLVH� RI� SURSKHV\LQJ� ERWK� ZKDW� ZLOO�KDSSHQ� WR� WKH�FODLPDQW� LQ� WKH�IXWXUH�DQG�ZKDW�ZRXOG� KDYH�KDSSHQHG� LI�KH� KDG�QRW�EHHQ�LQMXUHG��LQ�RUGHU�WR�HVWLPDWH�WKH�GLIIHUHQFH�
7KH� VWDUWLQJ�SRLQW� LQ� WKLV� SURFHVV� LV� WR�ZRUN� RXW� WKH� FODLPDQW¶V� QHW� DQQXDO� ORVV� RI�HDUQLQJV� �DV� WKDW� WKH� GDWH� RI� DVVHVVPHQW�� QRW� WKH� GDWH� RI� WKH� LQMXU\�� &RRNVRQ� Y�.QRZOHV >����@�$&�������7KH�QHW�DQQXDO� ORVV� LV�NQRZQ�DV� WKH�µPXOWLSOLFDQG¶��DQG�ZLOO�EH�DGMXVWHG�WR�WDNH�DFFRXQW�RI�WKH�FODLPDQW¶V�LQGLYLGXDO�SURVSHFWV�RI�SURPRWLRQ��5RDFK� Y�<DWHV >����@���.%������� EXW�QR� DOORZDQFH� LV�PDGH� IRU� UHDO� LQFUHDVHV� LQ�DYHUDJH�HDUQLQJV�JHQHUDOO\�
7KLV�VXP�LV�WKHQ�PXOWLSOLHG�E\�DQRWKHU�ILJXUH��FDOOHG�WKH�µPXOLSOLHU¶��ZKLFK�LV�EDVHG�LQLWLDOO\�RQ�WKH�QXPEHU�RI�\HDUV�WKDW�WKH�ORVV�LV�OLNHO\�WR�FRQWLQXH��7KH�PXOWLSOLHU�LV�WKHQ�UHGXFHG��RU�µGLVFRXQWHG¶�WR�WDNH�DFFRXQW�RI���D��WKH�XQFHUWDLQW\�RI�WKH�SUHGLFWLRQ�� WKH�FODLPDQW�PLJKW�KDYH�ORVW�KLV�MRE�LQ�DQ\�HYHQW�DW�VRPH�SRLQW�LQ�WKH�IXWXUH�H�J���WKURXJK�UHGXQGDQF\�RU�LOOQHVV��DQG��E��WKH�IDFW�WKDW�WKH�FODLPDQW�UHFHLYHV�WKH�PRQH\�QRZ�DV�D�FDSLWDO�VXP��LQVWHDG�RI�LQ�LQVWDOPHQWV�RYHU�WKH�UHVW�RI�KLV�ZRUNLQJ�OLIH�
7KH�PD[LPXP�PXOWLSOLHU� WKDW� XVHG� WR� EH� DSSOLHG�E\� WKH� FRXUWV�ZDV� ���� EXW� LW�ZDV�UDUHO\� WKDW� KLJK�� ,Q� WKH� SDVW� WKH� PXOWLSOLHU� XVHG� UHVWHG� RQ� WKH� DVVXPSWLRQ� WKDW� D�SHUVRQ�ZKR� LQYHVWHG� D� FDSLWDO� VXP�ZRXOG� UHFHLYH� D� UHWXUQ� RI� DSSUR[LPDWHO\� �����DIWHU� WKH� HIIHFWV� RI� WD[� DQG� LQIODWLRQ� KDG� EHHQ� WDNHQ� LQWR� DFFRXQW� �3HDUVRQ�&RPPLVVLRQ�� ������� 7KLV� WUDGLWLRQDO� DSSURDFK� WR� FDOFXODWLQJ� WKH� PXOWLSOLHU� ZDV�FKDOOHQJHG�LQ�WKUHH�FRQVROLGDWHG�DSSHDOV�LQ�WKH�+RXVH�RI�/RUGV��:HOOV�Y�:HOOV >����@��� $OO� (5� ����� 7KH� +RXVH� RI� /RUGV� KHOG� WKDW� WKH� SODLQWLIIV� ZHUH� HQWLWOHG� WR� EH�FRPSHQVDWHG�RQ�WKH�DVVXPSWLRQ�WKDW�WKH\�ZRXOG�LQYHVW�LQ LQGH[�OLQNHG�JRYHUQPHQW�VHFXULWLHV��,/*6���D�YLHZ�ZKLFK�KDG�EHHQ�UHFRPPHQGHG�E\�WKH�/DZ�&RPPLVVLRQ�LQ������� � 7KH� DYHUDJH� UHWXUQ� RQ� ,/*6� LQ� UHFHQW� \HDUV� KDV� EHHQ� DSSUR[LPDWHO\� ����VLJQLILFDQWO\� ORZHU� WKDQ� WKH� DVVXPHG� UHWXUQ� RI� ����� XSRQ� ZKLFK� WKH� WUDGLWLRQDO�DSSURDFK�ZDV�EDVHG��EHFDXVH�LQYHVWPHQW� LQ�HTXLWLHV�FDUULHV�D�SUHPLXP�IRU� WKH�ULVN�LQYROYHG���7KHLU�/RUGVKLSV�LQGLFDWHG��DV�D�PDWWHU�RI�JXLGDQFH�UDWKHU�WKDQ�SUHFHGHQW��WKDW� WKH�DSSURSULDWH�GLVFRXQW� UDWH�VKRXOG�EH�����GLIIHUHQW�HFRQRPLF�FLUFXPVWDQFHV�PLJKW�MXVWLI\�D�FKDQJH�WR�WKH�JXLGH�ILJXUH�LQ�WKH�IXWXUH���7KLV�ZRXOG�UHTXLUH�D�ODUJHU�LQLWLDO�OXPS�VXP��ZKLFK�LV�UHIOHFWHG�LQ�D�KLJKHU�PXOWLSOLHU��7KH�FRQVHTXHQFH�RI�WKLV�FKDQJH� LV� WKDW� IRU� VHULRXVO\� LQMXUHG� FODLPDQWV� DZDUGV� RI� GDPDJHV� ZLOO� LQFUHDVH�VLJQLILFDQWO\�
7KH�'DPDJHV�$FW�������V��� SHUPLWV� WKH�/RUG�&KDQFHOORU� WR�JLYH�JHQHUDO�JXLGDQFH�RQ�UDWHV�RI�UHWXUQ��WKRXJK�OHDYLQJ�D�GLVFUHWLRQ� WR�WKH�FRXUWV� WR�DSSO\�GLIIHUHQW�UDWHV�ZKHUH� DSSURSULDWH�� � 7KH� /RUG� &KDQFHOORU� LVVXHG� D� FRQVXOWDWLRQ� SDSHU� RQ� WKLV�TXHVWLRQ� LQ� 0DUFK� ������ EXW� LQ� WKH� PHDQWLPH� WKH� FRXUVH� DUH� DSSO\LQJ� WKH� ���GLVFRXQW�UDWH��:DUUHQ�Y�1RUWKHUQ�*HQHUDO�+RVSLWDO >����@���:/5�������&$��
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7KH�ORVW�\HDUV
,I�WKH�FODLPDQW¶V�OLIH�H[SHFWDQF\�KDV�EHHQ�UHGXFHG�E\�KLV�LQMXULHV��FDQ�KH�FODLP�IRU�WKH�HDUQLQJV�WKDW�KH�ZRXOG�KDYH�UHFHLYHG�LQ�WKH�SHULRG�EHWZHHQ�KLV�H[SHFWHG�GDWH�RI�GHDWK� DQG� WKH� GDWH� WKDW� KH� ZRXOG� KDYH� VWRSSHG�ZRUNLQJ� EXW� IRU� WKH� DFFLGHQW"� � ,Q�2OLYHU�Y�$VKPDQ >����@���4%�����WKH�&RXUW�RI�$SSHDO�KHOG�WKDW�WKH�ORVVHV�LQFXUUHG�LQ�WKHVH�µORVW�\HDUV¶�ZHUH�QRW�UHFRYHUDEOH��RQ�WKH�EDVLV�WKDW�D�FODLPDQW�FDQQRW�VXIIHU�D� ORVV� GXULQJ� D� SHULRG�ZKHQ� KH� ZLOO� EH� GHDG�� � 7KLV� UXOH� HIIHFWLYHO\� SHQDOLVHG� WKH�FODLPDQW¶V�GHSHQGDQWV��VLQFH� WKHLU�GHSHQGHQF\� LQ� WKH�µORVW�\HDUV¶�ZRXOG�KDYH�EHHQ�PHW� IURP� WKH� FODLPDQW¶V� HDUQLQJV� GXULQJ� WKDW� SHULRG�� � 7KLV� FRQVLGHUDWLRQ� OHG� WKH�+RXVH�RI�/RUGV�WR�RYHUUXOH�2OLYHU LQ�3LFNHWW�Y�%ULWLVK�5DLO >����@�$&������'DPDJHV�IRU� SURVSHFWLYH� ORVV� RI� HDUQLQJV� DUH� QRZ� DZDUGHG� IRU� WKH�ZKROH� RI� WKH� FODLPDQW¶V�SUH�DFFLGHQW�OLIH�H[SHFWDQF\��VXEMHFW�WR�D�GHGXFWLRQ�IRU�WKH�PRQH\�WKDW�WKH�FODLPDQW�ZRXOG�KDYH�VSHQW�RQ�KLV�RZQ��QRW�KLV�GHSHQGHQWV¶�� OLYLQJ�H[SHQVHV�GXULQJ� WKH� ODVW�\HDUV�
'HGXFWLRQV
$� SHUVRQ� VXIIHUV� SHUVRQDO� LQMXU\� PD\� UHFHLYH� ILQDQFLDO� VXSSRUW� IURP� D� QXPEHU� RI�VRXUFHV� RWKHU� WKDQ� WRUW� GDPDJHV�� 7KH�PRVW� FRPPRQ� VRXUFH� LV� VRFLDO� VHFXULW\� EXW�RWKHUV� LQFOXGH�� IRU� H[DPSOH�� VLFN� SD\�� SHQVLRQV�� SULYDWH� LQVXUDQFH� DQG� FKDULWDEOH�GRQDWLRQV�
�D� 6RFLDO�VHFXULW\�EHQHILWV7KH�6RFLDO� 6HFXULW\� $FW� ����� LQWURGXFHG� D� VFKHPH�RI� µUHFRXSPHQW¶� RI� SUHVFULEHGVRFLDO�VHFXULW\�EHQHILWV�IURP�WRUWIHDVRUV�LQVXUHUV�E\�WKH�VWDWH�IRU�DFFLGHQWV�RU�LQMXU\�RFFXUULQJ�RQ�RU�DIWHU���-DQXDU\��������7KLV�V\VWHP�KDV�EHHQ�IXUWKHU�DPHQGHG�E\�WKH�6RFLDO�6HFXULW\��5HFRYHU\�RI�%HQHILWV��$FW�������ZKLFK�DSSOLHV�UHWURVSHFWLYHO\�WR�DOO�VHWWOHPHQWV�PDGH� RU� MXGJPHQWV� JLYHQ� RQ�RU� DIWHU� ��2FWREHU� ������%HQHILWV� DUH� QR�ORQJHU� µUHFRXSHG¶�� WKH\� DUH� µUHFRYHUHG¶� IURP� WKH� FRPSHQVDWRU�� $Q\� µUHFRYHUDEOH�EHQHILWV¶�SDLG�WR�WKH�YLFWLP�RI�DQ�DFFLGHQW��LQMXU\�RU�GLVHDVH�LQ�WKH�µUHOHYDQW�SHULRG¶�DUH�UHFRYHUDEOH�IURP�WKH�FRPSHQVDWRU�
�E� 2WKHU�FROODWHUDO�EHQHILWVx 7KH� SURFHHGV� RI� D� SHUVRQDO� DFFLGHQW� LQVXUDQFH� SROLF\� WDNHQ� RXW� E\� WKH�FODLPDQW�DUH�LJQRUHG��RQ�WKH�EDVLV�WKDW�RWKHUZLVH�WKH�FODLPDQW¶V�IRUHVLJKW�DQG�WKULIW�ZRXOG�EHQHILW�WKH�GHIHQGDQW��E\�UHGXFLQJ�WKH�GDPDJHV�SD\DEOH��LQVWHDG�RI�KLPVHOI��%UDGEXUQ�Y�*UHDW�:HVWHUQ�5DLOZD\ �������/5����([����x *UDWXLWRXV� SD\PHQWV� WR� WKH� FODLPDQW� IURP� FKDULWDEOH� PRWLYHV� DUH� QRW�GHGXFWHG�� DJDLQ� RQ� WKH� DVVXPSWLRQ� WKDW� WKH� GRQRU� LQWHQGHG� WR� EHQHILW� WKH�FODLPDQW� UDWKHU� WKDQ� WKH� GHIHQGDQW� �5HGSDWK� Y� %HOIDVW� 5DLOZD\ >����@� 1,������x 7KH� +RXVH� RI� /RUGV� KHOG� LQ� 3DUU\� Y� &OHDYHU >����@� $&� �� WKDW� DQ�RFFXSDWLRQDO� GLVDELOLW\� SHQVLRQ� VKRXOG� QRW� EH� GHGXFWHG� IURP� ORVW� HDUQLQJV��ZKHWKHU�WKH�SHQVLRQ�ZDV�FRQWULEXWRU\�RU�QRQ�FRQWULEXWRU\��7KH�PDMRULW\�WRRN�WKH�YLHZ�WKDW�WKH�QDWXUH�RI�D�SHQVLRQ�PDNHV�LW�DQDORJRXV�WR�SULYDWH�LQVXUDQFH�HIIHFWHG�E\� WKH�FODLPDQW�DQG�VR�ZLWKLQ� WKH�JHQHUDO� SULQFLSOH�RI�%UDGEXU\�Y�*UHDW�:HVWHUQ�5DLOZD\�x ,Q�/RQJGHQ� Y�%ULWLVK�&RDO� &RUSRUDWLRQ >����@� ��$OO� (5������ WKH� SODLQWLII�ZDV� XQDEOH� WR� ZRUN� IROORZLQJ� DQ� DFFLGHQW� DW� ZRUN�� � +H� ZDV� DZDUGHG� DQ�LQFDSDFLW\�SHQVLRQ�XQGHU�KLV�RFFXSDWLRQDO�SHQVLRQ� VFKHPH�ZKLFK�KH�ZRXOG�FRQWLQXH�WR�UHFHLYH�DIWHU�KLV�QRUPDO�UHWLUHPHQW�DJH�RI�����WKRXJK�LW�ZDV�ORZHU�WKDQ�WKH�SHQVLRQ�KH�ZRXOG�KDYH�UHFHLYHG�KDG�KH�FRQWLQXHG�WR�ZRUN�WR�DJH�����7KH�+RXVH�RI�/RUGV�KHOG�WKDW��ZLWK�WKH�H[FHSWLRQ�RI�D�OXPS�VXP�UHFHLYHG�RQ�DFFHSWLQJ�WKH�GLVDELOLW\�SHQVLRQ��VXFK�SD\PHQWV�UHFHLYHG�EHIRUH�WKH�QRUPDO�UHWLUHPHQW�DJH�GLG�QRW�KDYH�WR�EH�EURXJKW�LQWR�DFFRXQW�x 2FFXSDWLRQDO� VLFN�SD\�ZLOO� EH� GHGXFWHG� LI� SDLG� DV� D� WHUP� RI� WKH� FODLPDQW¶V�FRQWUDFW�RI�HPSOR\PHQW��XQOHVV�WKHUH�LV�D�FRQWUDFWXDO�REOLJDWLRQ�WR�UHSD\�WKH�HPSOR\HU� RQ� UHFHLSW�RI� WRUW� GDPDJHV��%URZQLQJ�Y�:DU�2IILFH >����@���4%������
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x ,I�WKH�FODLPDQW�LV�PDGH�UHGXQGDQW�DV�D�UHVXOW�RI�KLV�LQMXULHV��LQ�WKH�VHQVH�WKDW�KLV� GLVDELOLW\�PDNHV� KLP� D�PRUH� OLNHO\� FDQGLGDWH� IRU� UHGXQGDQF\�� WKHQ� DQ\�UHGXQGDQF\�SD\PHQW�UHFHLYHG�ZLOO�EH�GHGXFWHG��&ROOHGJH�Y�%DVV�0LWFKHOOV�	�%XWOHUV�/WG�>����@���$OO�(5�����x $�FRPSHQVDWLRQ�SD\PHQW�IURP�D�VWDWXWRU\�FRPSHQVDWLRQ�VFKHPH�IRU�ZRUNHUV�ZKR� GHYHORSHG� DQ� LQGXVWULDO� GLVHDVH� �SQHXPRFRQLRVLV�� LV� GHGXFWLEOH� IURP�GDPDJHV� DZDUGHG� LQ� UHVSHFW� RI� WKH� VDPH� LOOQHVV� �%DOODQWLQH� Y� 1HZDOOV�,QVXODWLRQ >����@�7LPHV�/DZ�5HSRUWV�-XQH�����
/RVV�RI�HDUQLQJ�FDSDFLW\
:KHUH�D�SHUVRQ�VXIIHUV�D�SHUPDQHQW�GLVDELOLW\�ZKLFK�DIIHFWV�KLV�DELOLW\�WR�HDUQ�LQ�WKH�IXWXUH�DW�WKH�VDPH�UDWH�DV�KH�HDUQHG�EHIRUH�KLV�LQMXU\��WKHQ�KH�PD\�RU�PD\�QRW�VXIIHU�ORVV�RI�HDUQLQJV��+LV�ORVV�RI�HDUQLQJV�PD\�EH�WRWDO�LI�KH LV�XQDEOH�WR�ZRUN�DW�DOO��RU�SDUWLDO��LI�KH�LV�DEOH�WR�WDNH�D�OHVV�UHPXQHUDWLYH�MRE��%XW�LQ�VRPH�FDVHV��DOWKRXJK�KLV�LQMXULHV� KDYH� DIIHFWHG� KLV� DELOLW\� WR� HDUQ�� WKH� FODLPDQW� VXIIHUV� QR� ORVV� RI� HDUQLQJV�EHFDXVH� KLV� HPSOR\HU� FRQWLQXHV� WR� HPSOR\� KLP� DW� WKH� VDPH� UDWH� RI� SD\�� ,Q� WKHVH�FLUFXPVWDQFHV�WKH�FODLPDQW�LV�HQWLWOHG�WR�GDPDJHV�IRU�KLV�ORVV�RI�FDSDFLW\��LI�WKHUH�LV�D�UHDO�ULVN�WKDW�KH�FRXOG�ORVH�KLV�H[LVWLQJ�HPSOR\PHQW��EHFDXVH�KLV�FDSDFLW\�WR�ILQG�DQ� HTXLYDOHQW� MRE� KDV� EHHQ� UHGXFHG� �6PLWK� Y�0DQFKHVWHU� &RUS ������� ���.,5� ���0RHOLNHU�Y�5H\ROOH�	�&R >����@���$OO�(5�����7KLV�LQYROYHV�D�WZR�VWDJH�WHVW������ZDV�WKHUH�D�VXEVWDQWLDO�RU�UHDO�ULVN�WKDW� WKH�FODLPDQW�ZRXOG� ORVH�KLV�SUHVHQW�MRE�DW�VRPH�WLPH�EHIRUH�WKH�HQG�RI�KLV�ZRUNLQJ� OLIH"�DQG����� LI�VR��ZKDW� LV� WKH�SUHVHQW�YDOXH�RI�IXWXUH�ULVN"
7KHUH� LV� QR� UHDO� GLVWLQFWLRQ� EHWZHHQ� GDPDJHV� IRU� ORVV� RI� HDUQLQJ� FDSDFLW\� DQG�GDPDJHV� IRU� IXWXUH� ORVV� RI� HDUQLQJV� �3HDUVRQ�&RPPLVVLRQ��)RVWHU�Y�7\QH�	�:HDU�&& >����@���$OO�(5�����DW��������

3$,1�$1'�68))(5,1*
7KH� FODLPDQW� LV� HQWLWOHG� WR� GDPDJHV� IRU� DFWXDO� DQG� SURVSHFWLYH� SDLQ� DQG� VXIIHULQJ�FDXVHG�E\�WKH�LQMXU\��E\�D�QHXURVLV�UHVXOWLQJ�IURP� WKH�LQMXU\��RU�DWWULEXWDEOH� WR�DQ\�QHFHVVDU\� PHGLFDO� WUHDWPHQW�� $� SHUVRQ� ZKR� VXIIHUV� PHQWDO� DQJXLVK� EHFDXVH� KH�NQRZV� WKDW� KLV� OLIH� H[SHFWDQF\� KDV� EHHQ� UHGXFHG� FDQ� UHFRYHU� WKDW� DQJXLVK��$GPLQLVWUDWLRQ�RI�-XVWLFH�$FW�������V�����E���UHVWDWLQJ�WKH�FRPPRQ�ODZ�SRVLWLRQ��
6LPLODUO\�� D� SHUVRQ�ZKR� KDV� EHHQ� LQFDSDFLWDWHG� DQG� LV� FDSDEOH� RI� DSSUHFLDWLQJ� KLV�FRQGLWLRQ�ZLOO� EH�FRPSHQVDWHG�IRU� WKH�DQJXLVK� WKDW� WKLV�FUHDWHV� �:HVW�	�6RQ�/WG�Y�6KHSKHUG >����@�$&������

/266�2)�)$&8/7<�$1'�$0(1,7<
7KH�LQMXU\�LWVHOI�UHSUHVHQWV�ORVV�RI�IDFXOW\�ZKHUHDV�WKH�FRQVHTXHQFHV�RI�WKH�LQMXU\�RQ�WKH�FODLPDQW¶V�DFWLYLWLHV�UHSUHVHQWV�D�ORVV�RI�DPHQLW\��H�J���ORVV�RI�MRE�VDWLVIDFWLRQ��RU�ORVV�RI�OHLVXUH�DFWLYLWLHV�DQG�KREELHV��DQG�ORVV�RI�IDPLO\�OLIH��,W�LV�UDUHO\�QHFHVVDU\�WR�GLVWLQJXLVK� EHWZHHQ� WKHVH� KHDGV� EHFDXVH� WKH� FRXUWV� XVXDOO\� DZDUG� D� VLQJOH� JOREDO�VXP�WR�FRYHU�DOO�WKH�FODLPDQW¶V�QRQ�SHFXQLDU\�ORVVHV�
7KH�/DZ� &RPPLVVLRQ¶V�5HSRUW� RQ 'DPDJHV� IRU� 3HUVRQDO� ,QMXU\�� 1RQ�3HFXQLDU\�/RVV �1R������������VXJJHVWHG�WKDW�DZDUGV�IRU�QRQ�SHFXQLDU\�ORVV�ZHUH�WRR�ORZ��DW�OHDVW� LQ� VHULRXV�FDVHV� DQG�DUH� ORZ� LQ�FRPSDULVRQ�ZLWK� DZDUGV�PDGH� LQ�GHIDPDWLRQ�FDVHV���,Q�+HLO�Y�5DQNLQ >����@���:/5������VSHFLDOO\�FRQVWLWXWHG�ILYH�MXGJH�&RXUW�RI� $SSHDO� DFFHSWHG� WKH� WKUXVW� RI� WKH� /DZ� &RPPLVVLRQ¶V� SURSRVDOV�� ZKLOH� QRW�DFFHSWLQJ� WKDW� WKHUH� VKRXOG� EH� DQ� µDFURVV� WKH�ERDUG¶� LQFUHDVHG� LQ� DZDUGV� IRU� QRQ�SHFXQLDU\� ORVV�� 7KH� &RXUW� FRQVLGHUHG� WKDW� WKHUH VKRXOG� EH� D� WDSHUHG� LQFUHDVH� LQ�DZDUGV�� ZLWK� DQ� LQFUHDVH� RI� DERXW� D� WKLUG� IRU� WKH� PRVW� VHULRXV� LQMXULHV�� EXW� QR�
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LQFUHDVH�DW�DOO�IRU�DZDUGV�ZKLFK�ZHUH�DVVHVVHG�DW�XQGHU����������7KH�EUDFNHW�IRU�WKH�PRVW�VHULRXV�LQMXULHV�VKRXOG�VWDUW�DW����������ULVLQJ�WR����������IRU�WKH�YHU\�ZRUVW�FDVHV�� 7KHVH� ILJXUHV� ZLOO�� LQ� IXWXUH�� LQFUHDVH� LQ� OLQH� ZLWK� WKH� UHWDLO� SULFHV� LQGH[��DOWKRXJK�WKH�&RXUW�DFFHSWHG�WKDW�SDUWV�RI�WKH�DUJXPHQW�IRU� WKH�WDSHUHG�LQFUHDVH�WKDW�WKH\� DSSOLHG� ZDV� WKDW�� RYHU� WLPH�� WKH� UHWDLO� SULFHV� LQGH[� GRHV� QRW� IXOO\� UHIOHFW� WKH�JHQHUDO�LQFUHDVH�LQ�SURVSHULW\��7KH�SXEOLF�PLJKW�UHDVRQDEO\�H[SHFW�WKDW�VXFK�DZDUGV�EHDU�VRPH�UHODWLRQVKLS�WR�OHYHOV�RI�LQFRPH�DQG�ZHDOWK� LQ�VRFLHW\��SDUWLFXODUO\�VLQFH�DVVHVVLQJ�WKH�OHYHO�RI�GDPDJHV�ZDV�HVVHQWLDOO\�D�µMXU\�IXQFWLRQ¶�
,17(5(67�21�'$0$*(6

7KH�FRXUW�KDV�D�GLVFUHWLRQ�WR�DZDUG�VLPSOH�LQWHUHVW�RQ�DOO�RU�DQ\�SDUW�RI�WKH�GDPDJHV��DQG�LQ�WKH�FDVH�RI�GDPDJHV� IRU�SHUVRQDO�LQMXULHV�RU�GHDWK�H[FHHGLQJ������WKH�FRXUW�PXVW�DZDUG�LQWHUHVW�XQOHVV�WKHUH�DUH�VSHFLDO�UHDVRQV�IRU�QRW�GRLQJ�VR��6XSUHPH�&RXUW�$FW�������V��$���:KHUH�WKH�FODLPDQW�KDV�GHOD\HG�EULQJLQJ�D�FODLP�WR�WULDO�WKH�FRXUW�KDV�D�GLVFUHWLRQ�WR�GLVDOORZ�DOO�SDUW�RI�WKH�FODLP�IRU�SUH�WULDO�LQWHUHVW��%LUNHWW�Y�+D\HV>����@���$OO�(5�����������&RUEHWW�Y�%DUNLQJ�$+$ >����@ ��$OO�(5������
,QWHUHVW� RQ�GDPDJHV� IRU� QRQ�SHFXQLDU\� ORVV� LV� DZDUGHG�DW� D�PRGHVW� UDWH�� FXUUHQWO\�����IURP�WKH�GDWH�RI�VHUYLFH�RI�WKH�FODLP�IRUP�WR�WKH�GDWH�RI�WULDO��7KH�UHDVRQ�IRU�WKLV�ORZ� UDWH� LV� WKDW� D� ODUJH� SURSRUWLRQ� RI� QRPLQDO� LQWHUHVW� UDWHV� LV� UHSUHVHQWHG� E\�LQIODWLRQ��DQG�LQIODWLRQ�LV� WDNHQ� LQWR�DFFRXQW�ZKHQ� WKH�FRXUWV�DVVHVVHV�GDPDJHV� IRU�QRQ�SHFXQLDU\� ORVV� E\� WKH�JHQHUDO� XS�UDWLQJ�RI� µWDULIIV¶ �:ULJKW� Y�%ULWLVK�5DLOZD\V�%RDUG >����@���$&�������1RWH�WKDW�WKLV�UDWH�PD\�QRZ�EH�LQFUHDVHG�WR����LQ�WKH�OLJKW�RI�WKH�GHFLVLRQ�RI�WKH�+RXVH�RI�/RUGV�LQ�:HOOV�Y�:HOOV >����@���$OO�(5�����

'$0$*(�72�3523(57<
7KLV� LV� QRW� PHQWLRQHG� LQ� WKH� ,/([� V\OODEXV� EXW� VHH� -RQHV�� S������� RU�:LQILHOG� 	�-RORZLF]�RQ�7RUW��S���������IRU�IXUWKHU�LQIRUPDWLRQ�

,1-81&7,216
352+,%,725<�$1'�0$1'$725<

$�SURKLELWRU\� LQMXQFWLRQ� LV� DQ� RUGHU� RI� WKH� FRXUW� UHTXLULQJ� WKH� GHIHQGDQW� WR� FHDVH�FRPPLWWLQJ� D� FRQWLQXLQJ� WRUW�� VXFK� DV� D� FRQWLQXLQJ� QXLVDQFH� RU� WUHVSDVV�� RU�UHVWUDLQLQJ� WKH�UHSHWLWLRQ�RI� WRUWLRXV�FRQGXFW�ZKHUH� LW� LV� OLNHO\� WR�EH UHSHDWHG�� � ,W� LV�QHJDWLYH� LQ� QDWXUH�� LQ� WKDW� UHTXLUHV� WKH�GHIHQGDQW� QRW� WR� GR� VRPHWKLQJ� RU� WR� FHDVH�GRLQJ�VRPHWKLQJ�
$� PDQGDWRU\� LQMXQFWLRQ�� RQ� WKH� RWKHU� KDQG�� UHTXLUHV� WKH� GHIHQGDQW� WR� XQGHUWDNH�VRPH� SRVLWLYH� DFW�� VXFK� DV� UHPRYLQJ� DQ� REVWUXFWLRQ� WKDW� KH KDV� FDXVHG� WR� WKH�FODLPDQW¶V�ULJKW�RI�ZD\�
$Q�LQMXQFWLRQ�LV�DQ�HTXLWDEOH�UHPHG\��WKRXJK�QRWH�WKDW�D�QXPEHU�RI�VWDWXWHV�FRQIHU�D�MXULVGLFWLRQ� WR� JUDQW� LQMXQFWLRQV�� H�J��� WKH� 3URWHFWLRQ� IURP� +DUDVVPHQW� $FW� �������DQG� DV� VXFK� LW� LV� D� GLVFUHWLRQDU\� UHPHG\�� � $� QXPEHU� RI� IDFWRUV�ZLOO� EH� WDNHQ� LQWR�DFFRXQW�LQ�GHFLGLQJ�ZKHWKHU�WR�H[HUFLVH�WKH�GLVFUHWLRQ�
x $Q� LQMXQFWLRQ� ZLOO� QRW� EH� JUDQWHG� ZKHUH� GDPDJHV� ZRXOG� EH� DQ� DGHTXDWH�UHPHG\��QRU��SRVVLEO\��ZKHUH�WKH�KDUP�WR�WKH�FODLPDQW�IURP�WKH�WRUW�LV�WULYLDO�x ,I� LW� LV� LPSRVVLEOH�IRU� WKH�GHIHQGDQW� WR�FRPSO\�ZLWK� WKH�RUGHU� LW�ZLOO�QRW�EH�JUDQWHG�� EXW� WKH� IDFW� WKDW� WKH� GHIHQGDQW�ZLOO� EH� SXW� WR� FRQVLGHUDEOH� WURXEOH�DQG�H[SHQVH�GRHV�QRW�PDNH�LW�LPSRVVLEOH�WR�FRPSO\�
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x 7KH�FRQGXFW�RI�WKH�SDUWLHV�PD\�EH�WDNHQ�LQWR�DFFRXQW�
0DQGDWRU\� LQMXQFWLRQV� DUH� QRW� JUDQWHG� VR� UHDGLO\� DV� SURKLELWRU\� LQMXQFWLRQV�� � ,Q�0RUULV� Y� 5HGODQG� %ULFNV� /WG >����@� $&� ���� WKH� +RXVH� RI� /RUGV� VDLG� WKDW� D�PDQGDWRU\�LQMXQFWLRQ�ZRXOG�QRW�EH�JUDQWHG�XQOHVV�WKHUH�ZDV�D�VWURQJ�SUREDELOLW\�WKDW�YHU\�VHULRXV�GDPDJH�WR�WKH�FODLPDQW�ZLOO�UHVXOW�LI�LW�LV�ZLWKKHOG�

48,$�7,0(7
,Q�VRPH�FLUFXPVWDQFHV�WKH�FODLPDQW�PD\�EH�HQWLWOHG�WR�D�TXLD�WLPHW LQMXQFWLRQ��ZKLFK�ZLOO� UHVWUDLQ�FRQGXFW� WKDW� LV� OLNHO\� WR�FDXVH� VXEVWDQWLDO� GDPDJH�EHIRUH�DQ\�GDPDJH�KDV�DFWXDOO\�RFFXUUHG��DQG�WKXV��LQ�WRUWV�ZKLFK�DUH�QRW�DFWLRQDEOH�SHU�VH��EHIRUH�DQ\�FDXVH�RI�DFWLRQ�KDV�DFFUXHG����7KH�OLNHOLKRRG�RI�VXEVWDQWLDO�GDPDJH�PXVW�EH�VWURQJ��DQG�WKH�GDPDJH�PXVW�EH�LPPLQHQW��/HPRV�Y�.HQQHG\�/HLJK�'HYHORSPHQW�&R �����������6-������
7KH�FODLPDQW�PXVW EH�DEOH�WR�SRLQW�WR�D�JRRG�FDXVH�RI�DFWLRQ�LQ�RUGHU�WR�UHVWUDLQ�WKH�KDUP��$VVRFLDWHG�1HZVSDSHUV�Y�,QVHUW�0HGLD >����@���$OO�(5������

,17(5,0
$Q�LQWHULP�LQMXQFWLRQ�LV�D�SURYLVLRQDO�RUGHU�ZKLFK�PD\�EH�LVVXHG�SHQGLQJ�D�IXOO�WULDO�RI� WKH� DFWLRQ�RQ� WKH�PHULWV� RI� WKH� FDVH�� �7KLV�PHDQV� WKDW� RQ� DQ� DSSOLFDWLRQ� IRU� DQ�LQWHULP�LQMXQFWLRQ� WKH�FRXUW�GRHV�QRW�LQYHVWLJDWH�WKH�PHULWV��DQG�SURYLGHG�WKHUH�LV�D�µVHULRXV�TXHVWLRQ¶�WR�EH�WULHG�WKH�FRXUW�ZLOO�H[HUFLVH�LWV�GLVFUHWLRQ�RQ�WKH�µEDODQFH�RI�FRQYHQLHQFH¶��$PHULFDQ &\DQDPLG�Y�(WKLFRQ >����@�$&�����������
:KHUH�DQ�LQWHULP�LQMXQFWLRQ�LV�JUDQWHG�WKH�FODLPDQW�ZLOO�XVXDOO\�EH�UHTXLUHG�WR�JLYH�DQ� XQGHUWDNLQJ� WR� SD\� GDPDJHV� WR� WKH� GHIHQGDQW� IRU� ORVVHV� VXVWDLQHG� E\� WKH�GHIHQGDQW�DV�D�UHVXOW�RI�WKH�LQMXQFWLRQ�LI��DW�WKH�KHDULQJ�RQ�WKH�PHULWV��WKH�FODLPDQW¶V�DFWLRQ�IDLOV�
6HH�DOVR��&35�3'���

',6&5(7,21$5<�'$0$*(6
7KH�FRXUW�KDV�D�GLVFUHWLRQ�WR�DZDUG�GDPDJHV�LQ�DGGLWLRQ�WR�RU�LQ�VXEVWLWXWLRQ�IRU�DQ�LQMXQFWLRQ��6XSUHPH�&RXUW�$FW�������V����


