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6285&(��
([WUDFW� IURP� /DZ� UHIRUP� DQG� WKH� /DZ� &RPPLVVLRQ� E\� -� +� )DUUDU� ������� 6ZHHW� 	��0D[ZHOO�SS�����
6HFWLRQ� �� RI� WKH� /DZ� &RPPLVVLRQV� $FW� ����� GHILQHG� WKH� GXWLHV� DQG� SRZHUV� RI� WKH� /DZ�&RPPLVVLRQV��)LUVW�LW�ZDV�WKHLU�EDVLF�GXW\�WR�WDNH�DQG�NHHS�WKH�ODZ�XQGHU�UHYLHZ�ZLWK�D�YLHZ�WR�LWV�V\VWHPDWLF�GHYHORSPHQW�DQG�UHIRUP��LQFOXGLQJ�LQ�SDUWLFXODU�FRGLILFDWLRQ��WKH�HOLPLQDWLRQ�RI� DQRPDOLHV�� WKH� UHSHDO� RI� REVROHWH� HQDFWPHQWV�� FRQVROLGDWLRQ� DQG� JHQHUDOO\� WKH�VLPSOLILFDWLRQ� DQG� PRGHUQLVDWLRQ� RI� WKH� ODZ�� ,W� LV� WR� EH� QRWHG� WKDW� DOWKRXJK� WKH� DFW�FRQWHPSODWHG�FRGLILFDWLRQ�LW�GLG�QRW� LQ� IDFW� UHTXLUH� LW��7R�H[HFXWH� WKHLU�EDVLF�GXW\� WKH\�ZHUH�DXWKRULVHG� WR� FRQVLGHU� SURSRVDOV� IRU� UHIRUP�� WR� VXEPLW� WR� WKH� DSSURSULDWH�0LQLVWHU� �L�H�� IRU�(QJODQG� DQG� :DOHV�� WKH� /RUG� &KDQFHOORU�� SURJUDPPHV� RI� ODZ� UHIRUP�� DQG� WKHQ�� ZKHQ�DSSURYDO�KDG�EHHQ�JLYHQ��WR�XQGHUWDNH�WKH�H[DPLQDWLRQ�RI�SDUWLFXODU�LWHPV�LQ�WKH�SURJUDPPH�DQG�WR�IRUPXODWH�SURSRVDOV�IRU�UHIRUP�E\�PHDQV�RI�GUDIW�%LOOV�RU�RWKHUZLVH�
:KHUH�WKH�SURJUDPPH�FRYHUHG�D�EUDQFK�RI�ODZ�ZKLFK�VHHPHG�OLNHO\�WR�EH�FRQWURYHUVLDO�LQ�D�SROLWLFDO�VHQVH�RU�WR�KDYH�D�EURDG�VRFLDO�WUHQG�LW�ZDV�XQOLNHO\�WKDW�WKH�GHWDLOHG�UHYLHZ�ZRXOG�EH� HQWUXVWHG� WR� WKH� &RPPLVVLRQHUV� WKHPVHOYHV�� ,Q� FDVHV� OLNH� WKDW� LW� ZDV� WKRXJKW� E\� WKH�*RYHUQPHQW� WKDW� LW� ZRXOG� EH� PRUH� DSSURSULDWH� WKDW� WKH� PDWWHU� VKRXOG� EH� UHIHUUHG� LQ�DFFRUGDQFH�ZLWK�WKH�XVXDO�SUDFWLFH�WR�D�5R\DO�&RPPLVVLRQ�RU�D�'HSDUWPHQWDO�&RPPLWWHH�
7KH� &RPPLVVLRQHUV� ZHUH� IXUWKHU� DXWKRULVHG� WR� SUHSDUH� �DW� WKH� UHTXHVW� RI� WKH� 0LQLVWHU���FRPSUHKHQVLYH�SURJUDPPHV�RI�FRQVROLGDWLRQ�DQG�VWDWXWH� ODZ�UHYLVLRQ�DQG�WR�XQGHUWDNH�WKH�SUHSDUDWLRQ� RI� GUDIW� %LOOV�� WR� JLYH� DGYLFH� DQG� LQIRUPDWLRQ� WR� JRYHUQPHQW� GHSDUWPHQWV� DQG�RWKHU� ERGLHV�DW� WKH� LQVWDQFH�RI� WKH�JRYHUQPHQW�� WRJHWKHU�ZLWK� SURSRVDOV� IRU� UHIRUP�RI� DQ\�EUDQFK�RI� ODZ�DQG�ODVWO\��WKH�&RPPLVVLRQHUV�ZHUH�DXWKRULVHG�DQG�LQVWUXFWHG�WR�REWDLQ�VXFK�LQIRUPDWLRQ�RQ�RWKHU�OHJDO�V\VWHPV�DV�DSSHDUHG�WR�WKHP�OLNHO\�WR�IDFLOLWDWH�WKH�SHUIRUPDQFH�RI�DQ\�RI�WKHLU�IXQFWLRQV�
7KH�$FW�VHW�RXW�FHUWDLQ�SURFHGXUHV�ZLWK� UHJDUG� WR�/DZ�&RPPLVVLRQ�EXVLQHVV��6HFWLRQ������SURYLGHG� WKDW� WKH�0LQLVWHU� VKRXOG� OD\� EHIRUH� 3DUOLDPHQW� DQ\� SURJUDPPHV� SUHSDUHG� E\� WKH�/DZ� &RPPLVVLRQ� DQG� DSSURYHG� E\� KLP� DQG� DQ\� SURSRVDOV� IRU� UHIRUP� IRUPXODWHG� E\� WKH�&RPPLVVLRQ�SXUVXDQW�WR�WKH�SURJUDPPHV��(DFK�&RPPLVVLRQ�VKRXOG�PDNH�DQ�DQQXDO�UHSRUW�WR�WKH�0LQLVWHU�RI�WKHLU�SURFHHGLQJV�DQG�WKH�0LQLVWHU�VKRXOG�OD\�WKH�UHSRUW�EHIRUH�3DUOLDPHQW�ZLWK�VXFK�FRPPHQWV��LI�DQ\��DV�KH�VKH�WKRXJKW�ILW��6HFWLRQ�������
7KH�JHQHUDO�HIIHFW�RI�WKHVH�SURYLVLRQV�ZDV�GHVFULEHG�E\�6LU�/HVOLH�6FDUPDQ�LQ�KLV�0DQLWRED�/DZ�6FKRRO�)RXQGDWLRQ�$QQXDO�/HFWXUH�LQ�������%\�WKH�$FW��KH�VDLG��WKH�ODZ�RI�(QJODQG�DQG�6FRWODQG�VKLIWHG�LWV�HPSKDVLV�IURP�UHOLDQFH�RQ�MXGLFLDO�ODZPDNLQJ�WR�UHOLDQFH�RQ�OHJLVODWLRQ�WR�UHIRUP�WKH�ODZ��,W�PHDQW�WKDW�3DUOLDPHQW�KDV�DFFHSWHG�³D�JUHDWHU��FRQWLQXLQJ�UHVSRQVLELOLW\�IRU�WKH�UHIRUP�RI�WKH�ODZ�WKDQ�LQ�RXU�KLVWRU\�LW�KDV�HYHU�DFFHSWHG�EHIRUH�´�+RZHYHU��³3DUOLDPHQW�LQ�PDWWHUV� RI� ODZ� UHIRUP�� LV� DQ�H[WUHPHO\� DPDWHXU� DQG� LQGROHQW� ERG\�� ,W� UHTXLUHV�DGYLFH�� LW�UHTXLUHV�VSXUULQJ�RQ�DQG�WR�EH�VWLPXODWHG�LQWR�DFWLRQ�´�7KH�$FW�ZDV��WKHUHIRUH��DQ�DWWHPSW�WR�SURYLGH�3DUOLDPHQW�ZLWK�WKH�DGYLFH�ZKLFK�LW�QHHGV�LQ�RUGHU�WR�UHDFK�D�VNLOOHG�GHFLVLRQ�DQG�WR�SURYRNH�LW�WR�DFWLRQ�
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6285&(��
7KH�IROORZLQJ�H[WUDFWV�DUH�WDNHQ�IURP�
7KH�/DZ�&RPPLVVLRQ�5HSRUW�RQ�,QYROXQWDU\�0DQVODXJKWHU�����7KH�5HVWRUDWLRQ�RI�D�6HULRXV�&ULPH
%\�+HDWKHU�.HDWLQJ��&ULPLQDO�/DZ�5HYLHZ��$XJXVW�������6ZHHW�	�0D[ZHOO
$V�ORQJ�DJR�DV�������WKH�&ULPLQDO�/DZ�5HYLVLRQ�&RPPLWWHH�HPSKDVLVHG�WKDW�³VR�VHULRXV�DQ�RIIHQFH�DV�PDQVODXJKWHU�VKRXOG�QRW�EH�D�ORWWHU\´��/LDELOLW\�IRU�LQYROXQWDU\�PDQVODXJKWHU��LW�LV�DUJXHG��PD\�DULVH�IURP�DQ�XQOXFN\�FRPELQDWLRQ�RI�HYHQWV��0RUHRYHU��WKH�GLIILFXOWLHV�FUHDWHG�E\�WKH�EUHDGWK�RI�WKH�RIIHQFH�DUH�XQLYHUVDOO\�DFNQRZOHGJHG��:KLOVW�WKH�IDFW�RI�FDXVLQJ�GHDWK�UHPDLQV� FRQVWDQW�� WKH� GHJUHH� RI� ³XQLQWHQWLRQDO´� IDXOW�PD\� UDQJH� IURP� WKDW�ZKLFK� LV� DOPRVW�PXUGHURXV�WR�WKDW�ZKLFK�LV�DOPRVW�DFFLGHQWDO��6HULRXV�GRXEWV�H[LVW�DV�WR�ZKHWKHU�WKH�SUHVHQW�ODZ� FDQ� DFW� HLWKHU� DV� DQ� HIIHFWLYH� PHFKDQLVP� IRU� FHQVXULQJ� FRQGXFW� RU� DV� JXLGH� IRU�VHQWHQFHUV�� ,Q� WHUPV� RI� ³DSSOLFDELOLW\�� FHUWDLQW\�� FODULW\�� LQWHOOHFWXDO� FRKHUHQFH� DQG� JHQHUDO�DFFHSWDELOLW\´�WKH�SUHVHQW�ODZ�KDV�OLWWOH�WR�UHFRPPHQG�LW�
,W� LV�QRW� WKH�SXUSRVH�RI� WKLV�DUWLFOH� WR�GLVVHFW� WKHVH�GHILFLHQFLHV� LQ�DQ\�GHWDLO��7KH�FDVH� IRU�UHIRUP� LV� RYHUZKHOPLQJ�� 7KLV� LV� WUXH� HYHQ� DIWHU� WKH�+RXVH� RI� /RUGV� GHFLVLRQ� RI� $GRPDNR�ZKLFK� UHYLYHV� WKH� FRQFHSW� RI� JURVV� QHJOLJHQFH�PDQVODXJKWHU��:KLOVW� VRPH� FRPPHQWDWRUV�KDYH�ZHOFRPHG�WKH�UHPRYDO�RI�³PXFK�XQQHFHVVDU\�FRPSOLFDWLRQ�DQG�LQMXVWLFH´��RWKHUV�KDYH�EHHQ� OHVV� VDQJXLQH� DERXW� WKH� GHYHORSPHQW�� 0RUHRYHU�� SUREOHPV� UHPDLQ� ZLWK� WKH� WHVW�DGRSWHG�E\�/RUG�0DF.D\�LQ�WKLV�FDVH��)LUVW��³LW�LV�FLUFXODU��WKH�MXU\�PXVW�EH�GLUHFWHG�WR�FRQYLFW�WKH�GHIHQGDQW�RI�D�FULPH�LI�WKH\�WKLQN�KLV�FRQGXFW�µFULPLQDO¶��,Q�HIIHFW��WKLV�OHDYHV�D�TXHVWLRQ�RI�ODZ� WR� WKH� MXU\�� DQG�� EHFDXVH� MXULHV� GR� QRW� KDYH� WR� JLYH� UHDVRQV� IRU� WKHLU� GHFLVLRQV�� LW� LV�LPSRVVLEOH�WR�WHOO�ZKDW�FULWHULD�ZLOO�EH�DSSOLHG�LQ�DQ�LQGLYLGXDO�FDVH�´�6HFRQGO\��WKH�PL[WXUH�RI�WKH� FLYLO� FRQFHSWV� RI� ³QHJOLJHQFH´� DQG� ³GXW\� RI� FDUH´� ZLWK� WKDW� RI� FULPLQDO� OLDELOLW\� LV� DQ�XQKDSS\�RQH��JLYLQJ�ULVH�WR� WKH�IHDU�WKDW�OLDELOLW\� IRU�PDQVODXJKWHU�E\�RPLVVLRQ�KDV�EHHQ�DW�RQH�DQG� WKH�VDPH� WLPH�ERWK�EURDGHQHG�DQG�UHVWULFWHG��0RUH� IXQGDPHQWDOO\��RI�FRXUVH�� WKH�GHFLVLRQ�LQ�$GRPDNR� OHIW�XQWRXFKHG�WKH�ODZ�UHODWLQJ�WR�FRQVWUXFWLYH�PDQVODXJKWHU��7KH�/DZ�&RPPLVVLRQ�VXPPDULVHV�WKH�GHIHFWV�RI�WKLV�ODZ�WKXV�

³>:@H�FRQVLGHU�WKDW�LW�LV�ZURQJ�LQ�SULQFLSOH�IRU�WKH�ODZ�WR�KROG�D�SHUVRQ�UHVSRQVLEOH�IRU�FDXVLQJ�D� UHVXOW� WKDW�KH�GLG�QRW� LQWHQG�RU� IRUHVHH��DQG�ZKLFK�ZRXOG�QRW�HYHQ�KDYH�EHHQ� IRUHVHHDEOH� E\� D� UHDVRQDEOH� SHUVRQ� REVHUYLQJ� KLV� FRQGXFW�� 8QODZIXO� DFW�PDQVODXJKWHU� LV� WKHUHIRUH��ZH� EHOLHYH�� XQSULQFLSOHG� EHFDXVH� LW� UHTXLUHV� RQO\� WKDW� D�IRUHVHHDEOH�ULVN�RI�FDXVLQJ�VRPH�KDUP�VKRXOG�KDYH�EHHQ� LQKHUHQW� LQ� WKH�DFFXVHG¶V�FRQGXFW��ZKHUHDV�KH�LV�DFWXDOO\�FRQYLFWHG�RI�FDXVLQJ�GHDWK��DQG�DOVR�WR�VRPH�H[WHQW�SXQLVKHG�IRU�GRLQJ�VR�´
$EROLWLRQ�RI�FRQVWUXFWLYH�PDQVODXJKWHU
,Q� LWV� UHYLHZ� RI� RIIHQFHV� DJDLQVW� WKH� SHUVRQ�� WKH� &ULPLQDO� /DZ� 5HYLVLRQ� &RPPLWWHH�UHFRPPHQGHG� WKDW�UHFNOHVV�NLOOLQJ�VKRXOG�EH� WKH�RQO\� IRUP�RI� LQYROXQWDU\�PDQVODXJKWHU�� ,Q�SURSRVLQJ�WKDW�XQODZIXO�DFW�PDQVODXJKWHU�DQG�JURVV�QHJOLJHQFH�PDQVODXJKWHU�EH�DEROLVKHG�LW�ZDV�ILUPO\�RI�WKH�YLHZ�WKDW�WKH�³RIIHQGHUV�IDXOW�IDOOV�WRR�IDU�VKRUW�RI�WKH�XQOXFN\�UHVXOW´�LQ�VXFK�LQVWDQFHV�� 7KH�/DZ�&RPPLVVLRQ� DJUHHV� WKDW� WKHVH� WZR� IRUPV�RI�PDQVODXJKWHU� VKRXOG� JR��2QH�PLJKW� KDYH� WKRXJKW� WKDW� IHZ�ZRXOG� ODPHQW� WKH�SDVVLQJ�RI� XQODZIXO� DFW�PDQVODXJKWHU��+RZHYHU�� WKH�SURSRVDO� LQ� WKH�&RQVXOWDWLRQ�3DSHU� WR�DEROLVK� LW�PHW�ZLWK�D�PL[HG� UHVSRQVH��6RPH� FRPPHQWDWRUV� DUJXHG� WKDW� WKRVH� ZKR� HPEDUN� XSRQ� D� FRXUVH� RI� FULPLQDO� FRQGXFW�³LQYROYLQJ��DOEHLW�VOLJKW��YLROHQFH�VKRXOG� WDNH� WKH�FRQVHTXHQFHV� LI� WKH� UHVXOWV� WXUQ�RXW� WR�EH�PRUH� FDWDVWURSKLF� WKDQ� WKH\� H[SHFWHG´�� %XW� WKH� GRFWULQH� RI� FRQVWUXFWLYH� FULPH� GRHV� QRW� ILW�
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ZLWKLQ�WKH�SULQFLSOHV�HVSRXVHG�E\�WKH�/DZ�&RPPLVVLRQ�DQG�LV�D�OHJDF\�IURP�KDUVKHU�WLPHV��7KH�/DZ�&RPPLVVLRQ�LV��WKHUHIRUH�ULJKW�WR�VWDWH�
³:H� FRQVLGHU� WKDW� WKH� FULPLQDO� ODZ� VKRXOG� SURSHUO\�EH� FRQFHUQHG�ZLWK� TXHVWLRQV�RI�PRUDO� FXOSDELOLW\��DQG�ZH�GR�QRW� WKLQN� WKDW�DQ�DFFXVHG�ZKR� LV� FXOSDEOH� IRU�FDXVLQJ�VRPH� KDUP� LV� VXIILFLHQWO\� EODPHZRUWK\� WR� EH� KHOG� OLDEOH� IRU� WKH� XQIRUHVHHDEOH�FRQVHTXHQFHV�RI�GHDWK�´

«�WKH�DEROLWLRQ�RI�XQODZIXO�DFW�PDQVODXJKWHU�LV��WKHUHIRUH��VRXQG�LQ�SULQFLSOH��EXW�LW�ZRXOG�QRW�PHDQ�WKDW PDQ\�GHIHQGDQWV�ZRXOG��LQ�SUDFWLFH��HVFDSH�OLDELOLW\��0DQ\�VXFK�GHIHQGDQWV�ZRXOG�EH� OLDEOH� IRU� UHFNOHVV� NLOOLQJ�� ,I� QRW�� OLDELOLW\� PD\� EH� EDVHG� XSRQ� WKH� VHFRQG� IRUP� RI�PDQVODXJKWHU�� IRU�XQOLNH� WKH�&ULPLQDO� /DZ�5HYLVLRQ� &RPPLWWHH�� WKH� /DZ�&RPPLVVLRQ� KDV�UHFRPPHQGHG�D�IXUWKHU�VSHFLHV�RI�PDQVODXJKWHU��NLOOLQJ�E\�JURVV�FDUHOHVVQHVV�
7KH�/DZ�&RPPLVVLRQ¶V�SURSRVDOV��5HFNOHVV�NLOOLQJ
,W� LV�QRW�SHUKDSV��VXUSULVLQJ�WKDW�WKH�ILUVW�UHFRPPHQGDWLRQ�RI�WKH�5HSRUW�LV�WKDW�WKHUH�VKRXOG�EH�DQ�RIIHQFH�RI�VXEMHFWLYHO\�UHFNOHVVO\�FDXVLQJ�GHDWK�

³:H� DUH� TXLWH� FHUWDLQ� WKDW� D� SHUVRQ� VKRXOG� ���� EH� KHOG� FULPLQDOO\� UHVSRQVLEOH� IRU�FDXVLQJ� GHDWK� LQ� FLUFXPVWDQFHV� ZKHUH� KH�VKH� XQUHDVRQDEO\� DQG� NQRZLQJO\� UXQV� D�ULVN�RI�FDXVLQJ�GHDWK��RU�VHULRXV�LQMXU\���,QGHHG�± DQG�ZH�DUH�VXUH�WKDW�PDQ\�SHRSOH�ZRXOG�DJUHH�ZLWK�XV�± ZH�FRQVLGHU� WKLV� W\SH�RI�FRQVFLRXV�ULVNWDNLQJ�WR�EH� WKH�PRVW�UHSUHKHQVLEOH�IRUP�RI�XQLQWHQWLRQDO�KRPLFLGH��RQ�WKH�YHU\�ERUGHUV�RI�PXUGHU�´
7KH�QHZ�RIIHQFH�LV�GHILQHG�DV�

³>5@HFNOHVV�NLOOLQJ��ZKLFK�ZRXOG�EH�FRPPLWWHG�LI���� D�SHUVRQ�E\�KLV�RU�KHU�FRQGXFW�FDXVHV�WKH�GHDWK�RI�DQRWKHU���� KH�RU�VKH�LV�DZDUH�WKDW�KLV�RU�KHU�FRQGXFW�ZLOO�FDXVH�GHDWK�RU�VHULRXV�LQMXU\�DQG��� LW� LV� XQUHDVRQDEOH� IRU� KLP� RU� KHU� WR� WDNH� WKDW� ULVN�� KDYLQJ� UHJDUG� WR� WKH�FLUFXPVWDQFHV�DV�KH�RU�VKH�EHOLHYHV�WKHP�WR�EH�´
OQ�DGGLWLRQ��WKH�/DZ�&RPPLVVLRQ�DUJXHV�WKDW�WKHUH�LV�³D�YHU\�WKLQ�OLQH�EHWZHHQ�EHKDYLRXU�WKDW�ULVNV� VHULRXV� LQMXU\� DQG� EHKDYLRXU� WKDW� ULVNV� GHDWK�� EHFDXVH� LW� LV� IUHTXHQWO\� D� PDWWHU� RI�FKDQFH��GHSHQGLQJ�RQ�VXFK�IDFWRUV�DV�WKH�DYDLODELOLW\�RI�PHGLFDO�WUHDWPHQW��ZKHWKHU�VHULRXV�LQMXU\�OHDGV�WR�GHDWK´��7R�WKLV�VPDOO�H[WHQW��DW�OHDVW��WKH�/DZ�&RPPLVVLRQ�LV�SUHSDUHG�WR�DOORZ�GHIHQGDQWV�WR�UXQ�WKH�JDXQWOHW�RI�OXFN��6XFK�DQ�DSSURDFK�LV�FHUWDLQO\�PRUH�MXVWLILDEOH�WKDQ�WKH�H[LVWLQJ� ODZ� EHFDXVH� WKH� ³PRUDO� GLVWDQFH´� EHWZHHQ� WKH� KDUP� GRQH� DQG� WKDW� IRUHVHHQ� LV�OHVVHQHG��6RPHRQH�ZKR�IRUHVHHV�VRPH�KDUP�UHVXOWLQJ�IURP�WKHLU�DFWLRQV�VKRXOG�QRW�EH�KHOG�UHVSRQVLEOH�IRU�WKH�FRQVHTXHQFH�RI�GHDWK�«

³:H� FRQVLGHU� WKDW� WKH� FULPLQDO� ODZ� VKRXOG� SURSHUO\�EH� FRQFHUQHG�ZLWK� TXHVWLRQV�RI�PRUDO� FXOSDELOLW\��DQG�ZH�GR�QRW� WKLQN� WKDW�DQ�DFFXVHG�ZKR� LV� FXOSDEOH� IRU�FDXVLQJ�VRPH� KDUP� LV� VXIILFLHQWO\� EODPHZRUWK\� WR� EH� KHOG� OLDEOH� IRU� WKH� XQIRUHVHHDEOH�FRQVHTXHQFH�RI�GHDWK�´
.LOOLQJ�E\�JURVV�FDUHOHVVQHVV
+DYLQJ� EHHQ� SHUVXDGHG� WKDW� LQDGYHUWHQFH�PD\� EH� FXOSDEOH�� WKH� /DZ�&RPPLVVLRQ� KDG� WR�GHWHUPLQH�WKH�ERXQGDULHV�IRU�D�ODZ�ZKLFK�ZRXOG�KROG�D�GHIHQGDQW�OLDEOH�IRU�D�GHDWK�KH�VKH�QHLWKHU� LQWHQGHG� QRU� IRUHVDZ�� 7ZR� FULWHULD� DUH� LQVLVWHG� XSRQ�� )LUVW�� WKH� KDUP� KDV� WR� EH�IRUHVHHDEOH�
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³,I� WKH� DFFXVHG� LV� DQ� RUGLQDU\� SHUVRQ�� KH�VKH� FDQQRW� EH� EODPHG� IRU� IDLOLQJ� WR� WDNH�QRWLFH�RI�D� ULVN� LI� LW�ZRXOG�QRW�KDYH�EHHQ�DSSDUHQW� WR� DQ�DYHUDJH�SHUVRQ� LQ�KLV�KHU�SRVLWLRQ�� EHFDXVH� WKH� FULPLQDO� ODZ� FDQQRW� UHTXLUH� DQ� H[FHSWLRQDO� VWDQGDUG� RI�SHUFHSWLRQ RU� DZDUHQHVV� IURP� KLP�KHU�� ,I� WKH� DFFXVHG� KHOG� WKHPVHOYHV� RXW� DV� DQ�H[SHUW� RI� VRPH� NLQG�� KRZHYHU�� D� KLJKHU� VWDQGDUG� FDQ� EH� H[SHFWHG� RI� KLP�KHU�� LI�KH�VKH�LV�D�GRFWRU��IRU�H[DPSOH��KH�VKH�ZLOO�EH�DW�IDXOW�LI�KH�VKH�IDLOV�WR�DGYHUW�WR�D ULVN�WKDW�ZRXOG�KDYH EHHQ�REYLRXV�WR�WKH�DYHUDJH�GRFWRU�LQ�KLV�KHU�SRVLWLRQ�´
$V�ZLWK�WKH�RIIHQFH�RI�UHFNOHVV�NLOOLQJ��WKH�/DZ�&RPPLVVLRQ�UHVWULFWV�WKH�ULVN�RI�KDUP�WR�WKDW�RI�GHDWK�RU�VHULRXV�LQMXU\�
7KH�VHFRQG�FULWHULRQ�LV�WKDW�WKH�DFFXVHG�PXVW�KDYH�EHHQ�FDSDEOH�RI�SHUFHLYLQJ�WKH�ULVN�

³>:@H� FRQVLGHU� WKDW� WKHUH� LV� D� FOHDU� GLVWLQFWLRQ�� LQ� WHUPV� RI�PRUDO� IDXOW�� EHWZHHQ� D�SHUVRQ�ZKR�NQRZLQJO\� WDNHV�D�ULVN�DQG�RQH�ZKR�FDUHOHVVO\� IDLOV�WR�DGYHUW� WR� LW��DQG�WKDW�WKH�ZRUVH�FDVH�RI�DGYHUWHQW�ULVN�WDNLQJ�LV�PRUH�FXOSDEOH�WKDQ�WKH�ZRUVW�FDVH�RI�LQDGYHUWHQW�ULVN�WDNLQJ�´
³6LQFH�WKH�IDXOW�RI�WKH�DFFXVHG�OLHV�LQ�KLV�KHU�IDLOXUH�WR�FRQVLGHU�D�ULVN��KH�VKH�FDQQRW�EH�SXQLVKHG�IRU�WKLV�IDLOXUH�LI�WKH�ULVN�LQ�TXHVWLRQ�ZRXOG�QHYHU�KDYH�EHHQ�DSSDUHQW�WR�KLP�KHU�� QR� PDWWHU� KRZ� KDUG� KH�VKH� WKRXJKW� DERXW� WKH� SRWHQWLDO� FRQVHTXHQFHV� RI�KLV�KHU�FRQGXFW��,I�WKLV�FULWHULRQ�LV�QRW�LQVLVWHG�XSRQ��WKH�DFFXVHG�ZLOO�� LQ�HVVHQFH��EH�SXQLVKHG�IRU�EHLQJ�OHVV�LQWHOOLJHQW��PDWXUH�RU�FDSDEOH�WKDQ�WKH�DYHUDJH�SHUVRQ�´

+DUW�KDV�SHUVXDVLYHO\�DUJXHG�IRU�DQ�DVVHVVPHQW�RI�FDSDFLW\�WR�EH�LQFOXGHG�LQ�WKH�GHILQLWLRQ�RI�QHJOLJHQFH�� ([SOLFLWO\� GRLQJ� VR� LQ� WKH� UHIRUP� SURSRVDOV� VKRXOG� OD\� WKH� JKRVW� RI� (OOLRW� Y��&�ILQDOO\�WR�UHVW��7KH�RIIHQFH�ZKLFK�LV�SURSRVHG��EDVHG�XSRQ�WKHVH�WZR�FULWHULD��LV�WKDW�RI�NLOOLQJ�E\�JURVV�FDUHOHVVQHVV��,W�LV�PRGHOOHG��WR�VRPH�H[WHQW�DW�OHDVW��RQ�WKH�WHVW�RI�³GDQJHURXVQHVV´�LQ�WKH�RIIHQFH�RI�FDXVLQJ�GHDWK�E\�GDQJHURXV�GULYLQJ��7KH�5HSRUW�FRPPHQWV�WKDW�WKLV�WHVW�LV�RQH�ZLWK�ZKLFK�ODZ\HUV��WKH�FRXUWV�DQG�WKH�SXEOLF�DUH�IDPLOLDU�DQG��PRUHRYHU��VHHPV WR�KDYH�ZRUNHG�ZHOO�
,W�UHFRPPHQGV�WKDW�WKH�QHZ�RIIHQFH�ZRXOG�EH�FRPPLWWHG�LI�

³��� D�SHUVRQ�E\�KLV�RU�KHU�FRQGXFW�FDXVHV�WKH�GHDWK�RI�DQRWKHU���� D� ULVN� WKDW� KLV� RU� KHU� FRQGXFW� ZLOO� FDXVH� GHDWK� RU� VHULRXV� LQMXU\� ZRXOG� EH�REYLRXV�WR�D�UHDVRQDEOH�SHUVRQ LQ�KLV�RU�KHU�SRVLWLRQ���� KH�RU�VKH�LV�FDSDEOH�RI�DSSUHFLDWLQJ�WKDW�ULVN�DW�WKH�PDWHULDO�WLPH��DQG��� HLWKHU �D��KLV�RU�KHU�FRQGXFW�IDOOV�IDU�EHORZ�ZKDW�FDQ�UHDVRQDEO\�EH�H[SHFWHG�RI� KLP� RU� KHU� LQ� WKH� FLUFXPVWDQFHV�� RU� �E�� KH� RU� VKH� LQWHQGV� E\� KLV� RU� KHU�FRQGXFW�WR�FDXVH�VRPH�LQMXU\��RU�LV�DZDUH�RI��DQG�XQUHDVRQDEO\�WDNHV��WKH�ULVN�WKDW� LW�PD\�GR�VR��DQG� WKH�FRQGXFW�FDXVLQJ��RU� LQWHQGHG� WR�FDXVH�� WKH�LQMXU\�FRQVWLWXWHV�DQ�RIIHQFH�´
6285&(��
([WUDFW�IURP�WKH�MXGJPHQW�RI�(GPXQG�'DYLHV�-�LQ�5�Y�&KXUFK�>����@���$OO�(5���
³,W�DSSHDUV�WR�WKLV�FRXUW��KRZHYHU��WKDW�WKH�SDVVDJH�RI�\HDUV�KDV�DFKLHYHG�D�WUDQVIRUPDWLRQ�LQ�WKLV� EUDQFK� RI� WKH� ODZ� DQG�� HYHQ� LQ� UHODWLRQ� WR� PDQVODXJKWHU�� D� GHJUHH� RI�PHQV� UHD� KDV�EHFRPH�UHFRJQLVHG�DV�HVVHQWLDO��7R�GHILQH�LW�LV�D�GLIILFXOW�WDVN��DQG�LQ�$QGUHZV�Y�'33�>����@�$&� ���� /RUG� $WNLQ� VSRNH� RI� µWKH� HOHPHQW� RI� ³XQODZIXOQHVV´� ZKLFK� LV� WKH� HOXVLYH� IDFWRU¶��6WUHVVLQJ� WKDW� ZH� DUH� KHUH� OHDYLQJ� HQWLUHO\� RXW� RI� DFFRXQW� WKRVH� LQJUHGLHQWV� RI� KRPLFLGH�ZKLFK�PLJKW�MXVWLI\�D�YHUGLFW�RI�PDQVODXJKWHU�RQ�WKH�JURXQGV�RI��D��FULPLQDO�QHJOLJHQFH�RU��E��SURYRFDWLRQ�RU��F��GLPLQLVKHG�UHVSRQVLELOLW\��WKH�FRQFOXVLRQ�RI�WKLV�FRXUW�LV�WKDW�DQ�XQODZIXO�DFW�



�

FDXVLQJ� WKH� GHDWK� RI� DQRWKHU� FDQQRW�� VLPSO\� EHFDXVH� LW� LV� DQ� XQODZIXO� DFW�� UHQGHU� D�PDQVODXJKWHU�YHUGLFW�LQHYLWDEOH��)RU�VXFK�D�YHUGLFW�LQH[RUDEO\�WR�IROORZ��WKH�XQODZIXO�DFW�PXVW�EH� VXFK� DV� DOO� VREHU� DQG� UHDVRQDEOH� SHRSOH� ZRXOG� LQHYLWDEO\� UHFRJQL]H�PXVW� VXEMHFW� WKH�RWKHU�SHUVRQ�WR��DW�OHDVW��WKH�ULVN�RI�VRPH�KDUP�UHVXOWLQJ�WKHUHIURP��DOEHLW�QRW�VHULRXV�KDUP��6HH��IRU�H[DPSOH��5�Y�)UDQNOLQ�������5�Y�6HQLRU������´
6285&(��
([WUDFW�IURP�WKH�MXGJPHQW�RI�3KLOOLPRUH�/-�LQ�5�Y�/RZH�>����@���4%����
³:H� WKLQN� WKDW� WKHUH� LV� D� FOHDU� GLVWLQFWLRQ� EHWZHHQ� DQ� DFW� RI� RPLVVLRQ� DQG� DQ� DFW� RI�FRPPLVVLRQ� OLNHO\� WR�FDXVH�KDUP��:KDWHYHU�PD\�EH� WKH�SRVLWLRQ�ZLWK� UHJDUG� WR� WKH� ODWWHU� LW�GRHV�QRW� IROORZ� WKDW� WKH� VDPH� LV� WUXH�RI� WKH� IRUPHU�� ,Q� RWKHU�ZRUGV�� LI� ,� VWULNH� D� FKLOG� LQ� D�PDQQHU� OLNHO\� WR� FDXVH� KDUP� LW� LV� ULJKW� WKDW�� LI� WKH� FKLOG� GLHV�� O� PD\� EH� FKDUJHG� ZLWK�PDQVODXJKWHU��,I��KRZHYHU��O�RPLW�WR�GR�VRPHWKLQJ�ZLWK�WKH�UHVXOW�WKDW�LW�VXIIHUV�LQMXU\�WR�KHDOWK�ZKLFK�UHVXOWV�LQ�LWV�GHDWK��ZH�WKLQN�WKDW�D�FKDUJH�RI�PDQVODXJKWHU�VKRXOG�QRW�EH�DQ�LQHYLWDEOH�FRQVHTXHQFH��HYHQ�LI�WKH�RPLVVLRQ�LV�GHOLEHUDWH�´
6285&(��
([WUDFW�IURP�WKH�MXGJPHQW�RI�6DFKV�/-�LQ�5�Y�/DPE�>����@���4%����
³>3URVHFXWLRQ� FRXQVHO@� KDG� DW� DOO� WLPHV�SXW� IRUZDUG� WKH� FRUUHFW� YLHZ� WKDW� IRU� WKH� DFW� WR� EHXQODZIXO� LW� PXVW� FRQVWLWXWH� ZKDW� LV� FDOOHG� µD� WHFKQLFDO� DVVDXOW¶�� ,Q� WKLV� FRXUW� PRUHRYHU� KH�ULJKWO\�FRQFHGHG�WKDW�WKHUH�ZDV�QR�HYLGHQFH�WR�JR�WR�WKH�MXU\�RI�DQ\�DVVDXOW�RI�DQ\�NLQG��1RU�GLG�KH�IHHO�DEOH�WR�VXEPLW�WKDW�WKH�DFWV�RI�WKH�GHIHQGDQW�ZHUH�RQ�DQ\�RWKHU�JURXQG�XQODZIXO�LQ�WKH� FULPLQDO� VHQVH� RI� WKDW�ZRUG�� ,QGHHG� QR� VXFK� VXEPLVVLRQ� FRXOG� LQ� ODZ�EH�PDGH�� LI�� IRU�LQVWDQFH��WKH�SXOOLQJ�RI�WKH�WULJJHU�KDG�KDG�QR�HIIHFW�EHFDXVH�WKH�VWULNLQJ�PHFKDQLVP�RU�WKH�DPPXQLWLRQ�KDG�EHHQ�GHIHFWLYH�QR�RIIHQFH�ZRXOG�KDYH�EHHQ�FRPPLWWHG�E\�WKH�GHIHQGDQW�
$QRWKHU�ZD\�RI�SXWWLQJ�LW�LV�WKDW�PHQV�UHD��EHLQJ�QRZ�DQ�HVVHQWLDO�LQJUHGLHQW�LQ�PDQVODXJKWHU�WKDW� FRXOG� QRW� LQ� WKH� SUHVHQW� FDVH� EH� HVWDEOLVKHG� LQ� UHODWLRQ� WR� WKH� ILUVW�JURXQG� H[FHSW� E\�SURYLQJ�WKDW�HOHPHQW�RI�LQWHQW�ZLWKRXW�ZKLFK�WKHUH�FDQ�EH�QR�DVVDXOW�´
6285&(��
([WUDFW�IURP�WKH�MXGJPHQW�RI�/RUG�0DFND\�/&�LQ�5�Y�$GRPDNR�>����@���$&����
³«�LQ�P\�RSLQLRQ�WKH�RUGLQDU\�SULQFLSOHV�RI�WKH�ODZ�RI�QHJOLJHQFH�DSSO\�WR�DVFHUWDLQ�ZKHWKHU�RU�QRW�WKH�GHIHQGDQW�KDV�EHHQ�LQ�EUHDFK�RI�D�GXW\�RI�FDUH�WRZDUGV�WKH�YLFWLP�ZKR�KDV�GLHG��,I�VXFK�D�EUHDFK�RI�GXW\� LV�HVWDEOLVKHG� WKH�QH[W�TXHVWLRQ� LV�ZKHWKHU� WKDW�EUHDFK�RI�GXW\� KDV�FDXVHG�WKH�GHDWK�RI�WKH�YLFWLP��,I�VR��WKH�MXU\�PXVW�JR�RQ�WR�FRQVLGHU�ZKHWKHU�WKDW�EUHDFK�RI�GXW\�VKRXOG�EH�FKDUDFWHULVHG�DV�JURVV�QHJOLJHQFH�DQG�WKHUHIRUH�DV�D�FULPH��7KLV�ZLOO�GHSHQG�RQ�WKH�VHULRXVQHVV�RI�WKH�EUHDFK�RI�GXW\�FRPPLWWHG�E\�WKH�GHIHQGDQW�LQ�DOO�WKH�FLUFXPVWDQFHV�LQ�ZKLFK�WKH�GHIHQGDQW�ZDV�SODFHG�ZKHQ�LW�RFFXUUHG��7KH�MXU\�ZLOO�KDYH�WR�FRQVLGHU�ZKHWKHU�WKH� H[WHQW� WR� ZKLFK� WKH� GHIHQGDQW¶V� FRQGXFW� GHSDUWHG� IURP� WKH� SURSHU� VWDQGDUG� RI� FDUH�LQFXPEHQW�XSRQ�KLP��LQYROYLQJ�DV�LW�PXVW�KDYH�GRQH�D�ULVN�RI�GHDWK�WR�WKH�SDWLHQW��ZDV�VXFK�WKDW�LW�VKRXOG�EH�MXGJHG�FULPLQDO�
,W� LV�WUXH�WKDW�WR�D�FHUWDLQ�H[WHQW�WKLV� LQYROYHV�DQ�HOHPHQW�RI�FLUFXODULW\��EXW� LQ�WKLV�EUDQFK�RI�WKH�ODZ�,�GR�QRW�EHOLHYH�WKDW�LV�IDWDO�WR�LWV�EHLQJ D�FRUUHFW�WHVW�RI�KRZ�IDU�FRQGXFW�PXVW�GHSDUW�IURP�DFFHSWHG�VWDQGDUGV� WR�EH�FKDUDFWHULVHG�DV�FULPLQDO��7KLV� LV�QHFHVVDULO\�D�TXHVWLRQ�RI�GHJUHH�DQG�DQ�DWWHPSW�WR�VSHFLI\�WKDW�GHJUHH�PRUH�FORVHO\�LV�,�WKLQN�OLNHO\�WR�DFKLHYH�RQO\�D�VSXULRXV�SUHFLVLRQ��7KH�HVVHQFH�RI�WKH�PDWWHU�ZKLFK�LV�VXSUHPHO\�D�MXU\�TXHVWLRQ�LV�ZKHWKHU�



�

KDYLQJ�UHJDUG�WR�WKH�ULVN�RI�GHDWK�LQYROYHG��WKH�FRQGXFW�RI�WKH�GHIHQGDQW�ZDV�VR�EDG�LQ�DOO�WKH�FLUFXPVWDQFHV�DV�WR�DPRXQW�LQ�WKHLU�MXGJPHQW�WR�D�FULPLQDO�DFW�RU�RPLVVLRQ�«
«� O� FRQVLGHU� LW� SHUIHFWO\� DSSURSULDWH� WKDW� WKH� ZRUG� µUHFNOHVV¶� VKRXOG� EH� XVHG� LQ� FDVHV� RI�LQYROXQWDU\�PDQVODXJKWHU��EXW�DV�/RUG�$WNLQ�SXW� LW� µLQ�WKH�RUGLQDU\�FRQQRWDWLRQ�RI�WKDW�ZRUG�¶�([DPSOHV�LQ�ZKLFK�WKLV�ZDV�GRQH��WR�P\�PLQG��ZLWK�FRPSOHWH�DFFXUDF\�DUH�5�Y�6WRQH�>����@�4%�����DQG�5�Y�:HVW�/RQGRQ�&RURQHU��H[�SDUWH�*UD\�>����@�4%�����
6285&(��
([WUDFW�IURP�&ULPLQDO�/DZ�E\�:LOOLDP�:LOVRQ�������/RQJPDQV�
$� PRUH� SUHFLVH� DQG� PHDQLQJIXO� IDXOW� HOHPHQW� ZDV� LGHQWLILHG� E\�:DWNLQV� /-� LQ� 5� Y�:HVW�/RQGRQ�&RURQHU� H[�� SDUWH� *UD\� >����@� �� $OO� (5� ����� DW� �����ZKLFK� OLNHZLVH� SDVVHG� RYHU�/DZUHQFH�UHFNOHVVQHVV��WKLV�WLPH�LQ�IDYRXU�RI�D�PRUH�FRJHQW�LQGLIIHUHQFH�EDVHG�WHVW�

³7R�DFW�UHFNOHVVO\�PHDQV�WKDW�WKHUH�ZDV�DQ�REYLRXV�DQG�VHULRXV�ULVN�WR�WKH�KHDOWK�DQG�ZHOIDUH� RI� >WKH� GHFHDVHG@� WR ZKLFK� >WKH� DFFXVHG@�� KDYLQJ� UHJDUG� WR� KLV� GXW\�� ZDV�LQGLIIHUHQW�RU�WKDW��UHFRJQLVLQJ�WKDW�ULVN�WR�EH�SUHVHQW��KH�GHOLEHUDWHO\�FKRVH�WR�UXQ�WKH�ULVN� E\� GRLQJ� QRWKLQJ� DERXW� LW�� ,W� VKRXOG� EH� HPSKDVLVHG�� KRZHYHU�� WKDW� D� IDLOXUH� WR�DSSUHFLDWH� WKDW� WKHUH� ZDV� D� ULVN� ZRXOG� QRW� E\� LWVHOI� EH� VXIILFLHQW� WR� DPRXQW� WR�UHFNOHVVQHVV�´
7KLV� VWDWHPHQW� VXJJHVWV� WKDW� D� VDWLVIDFWRU\� GLUHFWLRQ� WR� WKH� MXU\� ZRXOG� UHTXLUH� WKHP� WR�FRQVLGHU� ZKHWKHU� WKH� IDLOXUH� WR� DWWHQG� WR� DSSUHFLDWH� WKH� ULVN� ZDV� GXH� WR� LQH[SHULHQFH��IRUJHWIXOQHVV��VWUHVV�RU�LQFRPSHWHQFH�KRZHYHU�JURVV��RU�ZDV�GXH�WR�WKH�GHIHQGDQW�QRW�FDULQJ�HQRXJK� WR�DFW� LQ�DFFRUGDQFH�ZLWK� VWDQGDUGV�RI�VDIHW\� DQG�FDUH�ZKLFK�ZRXOG�PLQLPLVH�DQ\�ULVN��2QO\�LQ�WKH�ODWWHU�FDVH�ZRXOG�WKH\�EH�HQWLWOHG�WR�ILQG�UHFNOHVVQHVV�
2QH�GHVLUDEOH�IHDWXUH�LQ�/RUG�0DFND\¶V�FLUFXODU��LI�³MXU\�IULHQGO\´��WHVW�RI�JURVV�QHJOLJHQFH�LV�WKH�H[SOLFLW�UHIHUHQFH�WR�³WKH�ULVN�RI�GHDWK´��%HIRUH�$GRPDNR�LW�ZDV�E\�QR�PHDQV�FHUWDLQ�WKDW�WKH�GHIHQGDQW¶V�FRQGXFW�PXVW�EH�VXFK�DV�WR�FUHDWH�WKH�ULVN�RI�GHDWK��,Q�6WRQH�DQG�'RELQVRQ�LW�ZDV�VDLG�WR�EH�HQRXJK�WKDW�WKH�DFFXVHG¶V�FRQGXFW�SURYRNHG�WKH�ULVN�LQMXU\�WR�³KHDOWK�DQG�ZHOIDUH´��0RUH�UHFHQWO\�/RUG�7D\ORU�&-�VSRNH�RI�WKH�ULVN�RI�LQMXU\�WR�KHDOWK��%RWK�VHHP�WR�VHW�WKH�VWDQGDUG�WRR�ORZ��TXLWH�DSDUW�IURP�WKH�XQDFFHSWDEOH�YDJXHQHVV�FKDUDFWHULVLQJ�³ZHOIDUH´�LQ�6WRQH��0RVW�DXWKRULWLHV�SURYLGH��KRZHYHU��WKDW�WKH�ULVN�PXVW�EH�RI�GHDWK�RU�JULHYRXV�ERGLO\�KDUP��7KLV�FRKHUHV�ZLWK�D�QRWLRQ�RI�KRPLFLGH�VHSDUDWHG�RQO\�E\�WKH�W\SH�RI�GHFLVLRQ�PDGH�E\WKH� DFFXVHG�� 7KXV� LQWHQWLRQ� FKDUDFWHULVHV� PXUGHU� DQG� FXOSDEOH� ULVN�WDNLQJ�� PDQVODXJKWHU��+RZHYHU�� JLYHQ� WKDW� PDQVODXJKWHU� GRHV� QRW� UHTXLUH� SURRI� RI� GHOLEHUDWH� ULVN�WDNLQJ�� LW� LV�VXEPLWWHG� WKDW� IDLUQHVV� WR� WKH�DFFXVHG� UHTXLUHV� WKH� ULVN� WR�EH�RI�GHDWK��RU�DW� OHDVW�VHULRXV�LQMXU\�
6285&(��
([WUDFW�DGDSWHG�IURP�&RUSRUDWH�+RPLFLGH�E\�)UDQFLV�%HQQLRQ��1HZ�/DZ�-RXUQDO�0D\�������
,I�0U�$QGUHZ�'LVPRUH¶V����PLQXWH�UXOH�%LOO�ZHUH�WR�EH�HQDFWHG��RQH�UHVXOW�ZRXOG�EH�D�PDUNHG�VKRUWDJH� RI� FRPSDQ\� VHFUHWDULHV��+LV� SURSRVHG�PHDVXUH��HQWLWOHG� WKH�&RUSRUDWH +RPLFLGH�%LOO��ZDV� UHDG�D� ILUVW� WLPH�E\� WKH�&RPPRQV�RQ�$SULO� ����7KHUH�ZDV� QR�GHEDWH�� MXVW�D�EULHI�VSHHFK�E\�WKH�SURPRWHU�
%HIRUH�EHFRPLQJ�D�0HPEHU�RI�3DUOLDPHQW�0U�'LVPRUH�SUDFWLVHG�DV�D�SHUVRQDO�LQMXU\�ODZ\HU��+LV�FOLHQWV�LQFOXGHG�SHRSOH�ZKR�KDG�ORVW�UHODWLYHV�LQ�PDMRU�LQFLGHQWV�VXFK�DV�WKH�=HHEUXJJH�IHUU\�GLVDVWHU�DQG�WKH�.LQJ¶V�&URVV�ILUH��2I�WKH�ODWWHU�KH�WROG�WKH�+RXVH�³$V�,�WRRN�VWDWHPHQWV�



�

IURP�YLFWLPV��GLVWUDXJKW�UHODWLYHV��ILUHILJKWHUV�DQG�WXEH�VWDII��DQG�DV�,�VDW�WKURXJK�WKH�SXEOLF�LQTXLU\� GD\� DIWHU� GD\� KHDULQJ� RYHU� DQG� RYHU� DJDLQ� DERXW� WKH� IDLOXUHV� RI� WKH� VHQLRU�PDQDJHPHQW� RI� /RQGRQ� 8QGHUJURXQG� /WG��� LW� VWUXFN� PH� DV� RXWUDJHRXV� WKDW� QHLWKHU� WKH�FRPSDQ\�QRU�DQ\�RI�LWV�PDQDJHUV�ZRXOG�IDFH�FULPLQDO�SURFHHGLQJV�RYHU�WKRVH����GHDWKV�´
'XULQJ�KLV� LQTXLU\� LQWR� WKH� ����GHDWKV�RQ� WKH�+HUDOG� RI� )UHH�(QWHUSULVH� DW� =HHEUXJJH��0U�-XVWLFH�6KHHQ�VDLG�

³$OO�FRQFHUQHG�LQ�PDQDJHPHQW��IURP�WKH�PHPEHUV�RI�WKH�ERDUG�RI�GLUHFWRUV�GRZQ�DUH�JXLOW\� RI� IDXOW�� 7KH� IDLOXUH� RQ� WKH� SDUW� RI�«�PDQDJHPHQW� WR� JLYH� SURSHU� DQG� FOHDU�GLUHFWLRQV�ZDV�D�FRQWULEXWRU\�FDXVH�RI�WKH�GLVDVWHU�´
+RZHYHU��0U�'LVPRUH�ZHQW�RQ��WKH�SURVHFXWLRQV�LQ�WKH�=HHEUXJJH�FDVH�DOVR�FROODSVHG�RZLQJ�WR�WKRVH�VDPH�LQDGHTXDFLHV�RI�WKH�FULPLQDO�ODZ�
7KH� %LOO� VHHNV� WR� HQDFW� FKDQJHV� ILUVW� SURSRVHG� E\� WKH� /DZ� &RPPLVVLRQ�� ,Q� LWV� UHSRUW�³/HJLVODWLQJ� WKH� &ULPLQDO� &RGH�� ,QYROXQWDU\� 0DQVODXJKWHU´� �/DZ� &RP� 1R� ����� ������ WKH�&RPPLVVLRQ�UHFRPPHQGHG�D�QHZ�FULPLQDO�RIILFH�RI�³FRUSRUDWH�NLOOLQJ´�
$FFRUGLQJ� WR� WKH�/DZ�&RPPLVVLRQ�� WKHUH�DSSHDU� WR�KDYH�EHHQ�RQO\� IRXU�SURVHFXWLRQV�RI�D�FRUSRUDWLRQ� IRU�PDQVODXJKWHU� LQ� WKH�KLVWRU\�RI�(QJOLVK� ODZ��2QO\�RQH�RI� WKHVH� UHVXOWHG� LQ�D�FRQYLFWLRQ��7KDW�ZDV�WKH�'RUVHW�FDQRHLQJ�FDVH��ZKHUH�EHFDXVH�WKH�FRUSRUDWLRQ�ZDV�D�RQH�PDQ�FRPSDQ\��WKH�SUREOHP�RI�LGHQWLI\LQJ�WKH�QHFHVVDU\�³FRQWUROOLQJ�PLQG´�GLG�QRW�DULVH�
7KH� &RPPLVVLRQ� VD\� WKDW� WKH� SUREOHP� LV� WKDW�� XQGHU� WKH� SUHVHQW� ODZ�� SURVHFXWLRQV� IRU�FRUSRUDWH� PDQVODXJKWHU� FDQ� EH� EURXJKW� RQO\� ZKHUH� D� FRUSRUDWLRQ�� WKURXJK� WKH� FRQWUROOLQJ�PLQG� RI� RQH� RI� LWV� DJHQWV�� GRHV� DQ� DFW� ZKLFK� IXOILOV� WKH� UHTXLUHPHQWV� RI� WKH� FULPH� RI�PDQVODXJKWHU��8VXDOO\�WKH�HIIHFWLYH�DFWV�RI�FDUHOHVVQHVV�DUH�GLIIXVHG�WKURXJK�WKH�FRPSDQ\�
7KH� /DZ� &RPPLVVLRQ� VDZ� QR� UHDVRQ� ZK\� FRPSDQLHV� VKRXOG� FRQWLQXH� WR� EH� HIIHFWLYHO\�H[HPSW� IURP� WKH� ODZ�RI�PDQVODXJKWHU�� ,W� WKRXJKW� WKH\�VKRXOG�EH� OLDEOH� WR�SURVHFXWLRQ� IRU�D�KRPLFLGH�RIIHQFH�LI�WKH\�FDXVHG�GHDWK�WKURXJK�FRQGXFW�VXIILFLHQWO\�EODPHZRUWK\��,W�WKHUHIRUH�PDGH�WKH�IROORZLQJ�UHFRPPHQGDWLRQV���� 7KHUH�VKRXOG�EH�D�VSHFLILF�RIIHQFH�RI�³FRUSRUDWH�NLOOLQJ´��EURDGO\�FRPSDUDEOH�WR�NLOOLQJ�E\�JURVV�QHJOLJHQFH�RQ�WKH�SDUW�RI�DQ�LQGLYLGXDO���� $�FRUSRUDWLRQ�VKRXOG�EH�OLDEOH�WR�SURVHFXWLRQ�IRU�FRUSRUDWH�NLOOLQJ�LI��D��D�PDQDJHPHQW�IDLOXUH�E\�WKH�FRUSRUDWLRQ�UHVXOWV� LQ�D�SHUVRQ¶V�GHDWK��DQG��E��WKDW�IDLOXUH�FRQVWLWXWHV�FRQGXFW�IDOOLQJ�IDU�EHORZ�ZKDW�FDQ�UHDVRQDEO\�EH�H[SHFWHG�RI�WKH�FRUSRUDWLRQ�LQ�WKH�FLUFXPVWDQFHV���� &RPSDQLHV�FKDUJHG�VKRXOG�EH�WULHG�LQ�WKH�&URZQ�&RXUW���� :KHUH�D�FRPSDQ\�LV�FRQYLFWHG�RI�FRUSRUDWH�NLOOLQJ��WKH�MXGJH�VKRXOG�KDYH�SRZHU���D��WR�ILQH�LW�DQ�XQOLPLWHG�VXP��DQG��E��RUGHU�LW�WR�UHPHG\�WKH�FDXVH�RI�GHDWK�
,Q� )HEUXDU\� ������ WKH� 6HOHFW� &RPPLWWHH� RQ� (QYLURQPHQW�� 7UDQVSRUW� DQG� 5HJLRQDO� $IIDLUV�HQGRUVHG� WKLV� SURSRVDO� DQG� DGGHG�� ³:H� UHFRPPHQG� WKDW� WKH�*RYHUQPHQW� EULQJV� IRUZDUG�OHJLVODWLRQ�WR�LQWURGXFH�D�FULPH�RI�FRUSRUDWH�NLOOLQJ�DV�VRRQ�DV�SRVVLEOH�´
8QGHU� WKH�%LOO�D�FRPSDQ\�VHFUHWDU\� �DV�ZHOO� DV� WKH�FKDLUPDQ��PDQDJLQJ�GLUHFWRU�DQG�FKLHI�H[HFXWLYH��ZRXOG�DOVR�EH�JXLOW\�RI�FRUSRUDWH�NLOOLQJ��DQG�OLDEOH�WR�D�ILQH�DQG�RU�LPSULVRQPHQW��LI�WKH�ZD\� WKH�FRPSDQ\¶V�RSHUDWLRQDO�DFWLYLWLHV�ZHUH�PDQDJHG�RU�RUJDQLVHG�IHOO�IDU�EHORZ� WKH�UHDVRQDEOH�DQG� UHVXOWHG� LQ�GHDWK��&RPSDQ\�VHFUHWDULHV�DUH�QRW�QRUPDOO\�FRQFHUQHG� LQ� WKH�GHWDLO�RI�RSHUDWLRQDO�PDWWHUV��1RU�IRU�WKDW�PDWWHU�DUH�FRPSDQ\�FKDLUPHQ�
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2&52[IRUG�&DPEULGJH�DQG�56$�([DPLQDWLRQV
$GYDQFHG�*&(
/$:&5,0,1$/�/$:�63(&,$/�678'< ����
6SHFLPHQ�3DSHU
$GGLWLRQDO�PDWHULDOV�$QVZHU�SDSHU
7,0(���KRXU����PLQXWHV
,16758&7,216�72�&$1','$7(6
:ULWH� \RXU� QDPH�� &HQWUH� QXPEHU� DQG� FDQGLGDWH� QXPEHU� LQ� WKH� VSDFHV� SURYLGHG� RQ� WKH� DQVZHU�ERRNOHW�
:ULWH�DOO�\RXU�DQVZHUV�RQ�WKH�VHSDUDWH�DQVZHU�SDSHU�SURYLGHG�
,I�\RX�XVH�PRUH�WKDQ�RQH�VKHHW�RI�SDSHU��IDVWHQ�WKH�VKHHWV�WRJHWKHU�
$QVZHU�DOO�TXHVWLRQV�
,1)250$7,21�)25�&$1','$7(6
7KH�QXPEHU�RI�PDUNV�LV�JLYHQ�LQ�EUDFNHWV�>�@ DW�WKH�HQG�RI�HDFK�TXHVWLRQ�RU�SDUW�TXHVWLRQ�
<RX�ZLOO�EH�DZDUGHG�PDUNV�IRU�WKH�TXDOLW\�RI�ZULWWHQ�FRPPXQLFDWLRQ�ZKHUH�DQ�DQVZHU�UHTXLUHV�D�SLHFH�RI�H[WHQGHG�ZULWLQJ�
,Q�WKLV�SDSHU�\RX�DUH�H[SHFWHG�WR�VKRZ�\RXU�NQRZOHGJH�DQG�XQGHUVWDQGLQJ�RI�GLIIHUHQW�DVSHFWV�RI�WKH�(QJOLVK�OHJDO V\VWHP�DQG�VSHFLILF�DUHDV�RI�/DZ�
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<RX� DUH� UHPLQGHG� RI� WKH� LPSRUWDQFH� RI� LQFOXGLQJ� UHOHYDQW� NQRZOHGJH� IURP� DOO� DUHDV� RI� \RXU�FRXUVH��ZKHUH�DSSURSULDWH��LQFOXGLQJ�WKH�(QJOLVK�/HJDO�6\VWHP�
$QVZHU�$//�TXHVWLRQV

�� 7KH� /DZ� &RPPLVVLRQ� UHFRPPHQGV� FKDQJHV� WR� WKH� FULPLQDO� ODZ� LQ� LWV� ����� 5HSRUW��
/HJLVODWLQJ�7KH�&RGH�� ,QYROXQWDU\�0DQVODXJKWHU�

&ULWLFDOO\�FRQVLGHU�WKH�UROH�RI�WKH�/DZ�&RPPLVVLRQ�LQ�DVVLVWLQJ�3DUOLDPHQW�WR�FKDQJH�WKH�ODZ� >���PDUNV@

�� 'LVFXVV�ZK\�/RUG�0DFND\
V�GHILQLWLRQ�RI�JURVV�QHJOLJHQFH�PDQVODXJKWHU�LQ�WKH�+RXVH�RI�/RUGV¶�GHFLVLRQ�LQ�5�Y�$GRPDNR��������KDV�EHHQ�FULWLFLVHG�DV�XQVDWLVIDFWRU\� >���PDUNV@
�� ([DPLQH� KRZ� GHFLGHG� FDVHV� KDYH� GHYHORSHG� WKH� RIIHQFH� RI� XQODZIXO� DFW� �� FRQVWUXFWLYH�PDQVODXJKWHU� >���PDUNV@
�� 'DYLG DQG�,PUDQ��ERWK�DJHG�����DUH�LQ�'DYLG
V�KRXVH�ZKLOH�'DYLG
V�SDUHQWV�DUH�DZD\�RQ�KROLGD\���'DYLG�WHOOV�,PUDQ�WKDW�KLV�IDWKHU�KDV�JRW�D�UHYROYHU� LQ�D�GUDZHU�LQ�KLV�EHGURRP��7KH\�DJUHH�WKDW�LW�ZRXOG�EH�IXQ�WR�JHW�LW�DQG�SUHWHQG�WR�EH�JDQJVWHUV�E\�SRLQWLQJ�WKH�JXQ�DW�HDFK� RWKHU� DQG�PDNLQJ� H[DJJHUDWHG� WKUHDWV�� 'DYLG� NQRZV� KLV� IDWKHU� KDV� DOVR� JRW� VRPH�
GXPP\
�EXOOHWV� DQG� VRPH� OLYH�EXOOHWV� LQ� D�ER[�QH[W� WR� WKH�JXQ��+H� WHOOV� ,PUDQ� WKH\� DUH�RQO\�GXPP\�EXOOHWV��7KH\�SXW�VL[�RI�WKHVH�EXOOHWV�LQWR�WKH�FKDPEHU��7KH\�WKHQ�WDNH�WXUQV�SRLQWLQJ�WKH�JXQ�DW�HDFK�RWKHU�DQG�SXOOLQJ�WKH�WULJJHU���8QIRUWXQDWHO\�RQH�RI�WKH�EXOOHWV�LV�UHDO�DQG�ZKHQ�'DYLG�VTXHH]HV�WKH�WULJJHU�IRU� WKH�WKLUG� WLPH�KH�VKRRWV�,PUDQ�GHDG�ZLWK�D�UHDO�EXOOHW�

:KHQ� TXHVWLRQHG� 'DYLG� DGPLWV� WKDW� KH� GLGQ
W� UHDOO\� NQRZ� WKH� GLIIHUHQFH� EHWZHHQ� WKH�GXPP\�EXOOHWV�DQG�WKH�UHDO�RQHV�EXW�KH�KRSHG�WKH\�ZHUH�DOO�GXPP\�EXOOHWV�
'DYLG�KDV�QRZ�EHHQ�FKDUJHG�ZLWK�PDQVODXJKWHU�
'LVFXVV�KLV�OLDELOLW\�
�D� XQGHU�WKH�H[LVWLQJ�ODZ��DQG
�E� XQGHU� WKH� /DZ� &RPPLVVLRQ
V� SURSRVDOV� IRU� WKH� UHIRUP� RI� LQYROXQWDU\�PDQVODXJKWHU� >���PDUNV@


