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'LVFRXUVH�)XQFWLRQV�RI�)URQWHG�)RFL�LQ�,WDOLDQ�DQG�6SDQLVK��
�
/LVD�%UXQHWWL��8QLYHUVLWDW�3RPSHX�)DEUD�
�
$%675$&7�
�
7KLV�SDSHU�DQDO\]HV�WKH�GLVFRXUVH�IXQFWLRQV�RI�IURQWHG�IRFXV��))��LQ�,WDOLDQ�DQG�6SDQLVK��,�SURSRVH�
WKDW�WKH�SHFXOLDULW\�RI�))�LV�WKDW�WKH�IRFXV�LV�XQDPELJXRXVO\�LGHQWLILDEOH�LQ�WKH�VHQWHQFH��VR�WKH�
DQWHFHGHQW�RI�WKH�IRFXV�YDULDEOH�LV�DFFHVVLEOH�HYHQ�ZKHQ�QRW�H[SOLFLWO\�SUHVHQW�LQ�SUHYLRXV�FRQWH[W�
RU�QRW�HDV\�WR�UHFRYHU��QDPHO\�LQ�FRQWUDVWLYH�FRQWH[WV��ZKHQ�WKH�IRFXV�JRHV�DJDLQVW�VKDUHG�
NQRZOHGJH�DPRQJ�WKH�LQWHUORFXWRUV��DQG�ZKHQ�WKH�IRFXV�DQVZHUV�DQ�LPSOLFLW�TXHVWLRQ�RU�D�TXHVWLRQ�
WKDW�LV�WRR�IDU�DZD\�LQ�WKH�GLVFRXUVH���
%\�PHDQV�RI�FRUSXV�GDWD��,�DOVR�VKRZ�WKDW�))V�DUH�IUHTXHQWO\�TXDQWLILHG�H[SUHVVLRQV��H[SUHVVLRQV�RI�
SUHGLFDWLYH�TXDOLILFDWLRQ��GHPRQVWUDWLYH�SURQRXQV��DQG�H[SUHVVLRQV�DVVRFLDWHG�ZLWK�IRFXV�VHQVLWLYH�
SDUWLFOHV��,�H[SODLQ�KRZ�WKHVH�H[SUHVVLRQV�DUH�FRPSDWLEOH�ZLWK�WKH�GLVFRXUVH�IXQFWLRQV�RI�))���
�
�
��,QWURGXFWLRQ�
�
&RQVLGHU�WKH�EROGIDFHG�VHQWHQFHV�LQ����������WDNHQ�IURP�D�FRUSXV�RI�VSRQWDQHRXV�FRQYHUVDWLRQV�LQ�
6SDQLVK�����DQG�,WDOLDQ�������
�
����HIDPGO����
��������8(/��>«@�HO�DUJXPHQWR�HVWi�PX\�ELHQ��HO�6KDNHVSHDUH�HVWH��HV�XQ�WtR�>«@�OLVWR�
�������������������������µWKH�SORW�ZDV�YHU\�JRRG��WKDW�6KDNHVSHDUH��KH�LV�D�VPDUW�JX\¶�
�������2f2��OR�PLVPR��OH�SDJDQ�GH�JXLRQLVWD���HQ�+ROO\ZRRG��XQD�SDVWD��
������������������µWKH\�SUREDEO\�SD\�KLP�D�ORW�DV�D�VFULSW�ZULWHU�LQ�+ROO\ZRRG¶�
�������8(/��6L�VH�HQWHUDQ�GH�OR�ELHQ�TXH�HVFULEH��SXHV�VHJXUR�TXH�OH�ILFKDQ��
�����������������µLI�WKH\�UHDOL]H�KRZ�JRRG�KH�LV�DW�ZULWLQJ��WKH\¶OO�KLUH�KLP�QR�GRXEW¶�
�������2f2��6HJXUR�TXH�OH�ILFKDQ�SDUD�+ROO\ZRRG��>XQ�26&$5@�VH�OOHYD��YDPRV����
���������������������������������������������������������������������������������DQ�2VFDU�5)/�KH�WDNHV��UHDOO\�
������������������µ7KH\¶OO�KLUH�KLP�LQ�+ROO\ZRRG��QR�GRXEW��KH¶OO�JHW�DQ�2VFDU��,�EHW¶�
��
����LIDPGO������
�������������D��'H�1LUR�>���@�VD�LPSRUUH�VROR�VH�VWHVVR��FRPH�XQ�FHUWR�WLSR�GL�SHUVRQDJJLR��H�EDVWD��FLRq��
LQ�WXWWL�L�ILOP�FKH�KR�YLVWR�VL�FRPSRUWD�H�DJLVFH�VHPSUH�DOOR�VWHVVR�PRGR�>���@��FLRq��OXL��VXO�VHW��SXz�
HVVHUH�VROR�LQ�TXHO�PRGR�>���@��
���������������µ'H�1LUR�>«@�FDQ�RQO\�LPSRVH�KLPVHOI��DV�D�FHUWDLQ�W\SH�RI�FKDUDFWHU��DQG�WKDW¶V�DOO��WKDW�LV��
LQ�DOO�PRYLHV�,¶YH�VHHQ��KH�DOZD\V�EHKDYHV�DQG�DFWV�LQ�WKH�VDPH�ZD\�>«@��WKDW�LV��RQ�VHW�KH�FDQ�RQO\�
EH�WKDW�ZD\�>«@¶�
�������������E��HG��>LQ�48(672@�VWD����OD����VXD�EUDYXUD��
�����������������DQG�LQ�WKDW��������VWD\V�WKH����KLV���VNLOO�
����������������µDQG�7+$7�LV�KLV�VWURQJ�SRLQW¶�
�
7KHVH�VHQWHQFHV�DUH�FKDUDFWHUL]HG�E\�D�QRQ�FDQRQLFDO�ZRUG�RUGHU��WKH�'LUHFW�2EMHFW��'2��LQ�����DQG�
WKH�,QGLUHFW�2EMHFW��,2��LQ�����RFFXS\�D�VHQWHQFH�LQLWLDO��SUHYHUEDO�SRVLWLRQ�LQVWHDG�RI�WKHLU�FDQRQLFDO�
SRVW�YHUEDO�SRVLWLRQ��DQG�WKH�VXEMHFW�RFFXSLHV�D�SRVW�YHUEDO�SRVLWLRQ�UDWKHU�WKDQ�WKH�FDQRQLFDO�
SUHYHUEDO�RQH��)XUWKHUPRUH��LQVWHDG�RI�GHVFHQGLQJ�LQWRQDWLRQ�ZLWK�PDLQ�SURPLQHQFH�DW�WKH�HQG��
ZKLFK�LV�W\SLFDO�RI�,WDOLDQ�DQG�6SDQLVK�FDQRQLFDO�VHQWHQFHV��PDLQ�SURPLQHQFH��LQGLFDWHG�ZLWK�FDSLWDO�
OHWWHUV��IDOOV�RQ�WKH�GLVSODFHG�HOHPHQW��GHOLPLWHG�E\�VTXDUH�EUDFNHWV���,Q�WKHVH�ODQJXDJHV�PDLQ�
SURPLQHQFH�±�WKH�VR�FDOOHG�QXFOHDU�DFFHQW�±�LV�DVVRFLDWHG�ZLWK�WKH�IRFXV�RU�SDUW�RI�WKH�IRFXV��VHH�
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=XEL]DUUHWD�������������&LQTXH�������D�R����7KHUHIRUH��IURP�D�SUDJPDWLF�SRLQW�RI�YLHZ��WKHVH�
VHQWHQFHV�KDYH�D�IRFXV�EDFNJURXQG�VWUXFWXUH���
�

$V�REVHUYHG�LQ�WKH�GHVFULSWLRQ�PDGH�E\�%HQLQFj�������>����@��DQG�6DOYL���������DPRQJ�RWKHUV��
IRU�,WDOLDQ��WKHVH�FRQVWUXFWLRQV�DUH�IXUWKHU�FKDUDFWHUL]HG�V\QWDFWLFDOO\�E\�WKH�DEVHQFH�RI�D�UHVXPSWLYH�
FOLWLF�SURQRXQ�LQVLGH�WKH�FODXVH��ZKLFK�GLVWLQJXLVKHV�WKHP�IURP�WKH�VR�FDOOHG�µ&OLWLF�/HIW�
'LVORFDWLRQ¶��FI���D�YV��E����6WLOO�XQOLNH�D�&OLWLF�/HIW�'LVORFDWLRQ��QR�PRUH�WKDQ�RQH�HOHPHQW�FDQ�EH�
IURQWHG��VHH�������
�
����D��>7XR�)5$7(//2@�KR�����YLVWR��
������������\RXU�EURWKHU���,�KDYH�VHHQ�
����������µ�,W¶V��\RXU�EURWKHU��WKDW��,�KDYH�VHHQ¶�

��E��7XR�IUDWHOOR�����������O¶KR������9,672���
������\RXU�EURWKHU�KLP�&/�,�KDYH�VHHQ�

����������µ�$V�IRU��\RXU�EURWKHU��,�KDYH�VHHQ�KLP¶�
�
�����>0LR�),*/,2@��>XQD�32(6,$@�KD�VFULWWR��
�������������P\�VRQ����������D���SRHP����KDV�ZULWWHQ�
�
7KHVH�FRQVWUXFWLRQV�KDYH�LQVWHDG�VRPH�FKDUDFWHULVWLFV�LQ�FRPPRQ�ZLWK�ZK�LQWHUURJDWLYHV��IRU�
LQVWDQFH�WKH�YHUE�WHQGV�WR�EH�DGMDFHQW�WR�WKH�GLVSODFHG�HOHPHQW��FI���D�DQG��E�����
�
����D��&KH�FRVD�*LRUJLR�SRUWD"�

��������WKDW�ZKDW�*LRUJLR�EULQJV�
�E���>,O�'2/&(@�*LRUJLR�SRUWD��
���������WKH�FDNH���*LRUJLR�EULQJV�

�
7KH�6SDQLVK�FRQVWUXFWLRQ�KDV�WKH�VDPH�SURSHUWLHV��7KH�IROORZLQJ�H[DPSOHV�IURP�=XEL]DUUHWD��������
VKRZ�WKDW�WKH�IURQWHG�HOHPHQW�LV�QRW�UHVXPHG�E\�D�FOLWLF�LQVLGH�WKH�FODXVH���D���LW�KDV�WR�EH�DGMDFHQW�
WR�WKH�YHUE���E���DQG�QR�PRUH�WKDQ�RQH�HOHPHQW�FDQ�EH�IURQWHG���F���
�
����D������>(O�',$5,2@��OR��FRPSUy�3HGUR��
��������������WKH�QHZVSDSHU�LW�&/�ERXJKW�3HGUR�
������E����>(O�',$5,2@��������3HGUR�FRPSUy��
���������������WKH�QHZVSDSHU�3HGUR�ERXJKW�

F�� �>/D�0$1=$1$@��>D�(9$@��OH������������GLR�$GiQ��
������������WKH�DSSOH�������WR�(YH�WR�KHU�&/�JDYH�$GDP�

�
=XEL]DUUHWD�DOVR�SRLQWV�RXW�WKDW�WKH�IURQWHG�HOHPHQW�FDQ�EH�VHSDUDWHG�IURP�LWV�VHQWHQFH�E\�VHYHUDO�
LQWHUPHGLDWH�VHQWHQFHV���D���7KH�VDPH�LV�WUXH�IRU�,WDOLDQ���E���WKRXJK�SUDJPDWLFDOO\�UDWKHU�RGG��WKH�
VHQWHQFH�LV�V\QWDFWLFDOO\�ILQH���
�
����D��>0$1=$1$6@�PH������DVHJXUDQ����TXH�GLMR�0DUtD�TXH�FRPSUy�3HGUR��
�������������DSSOHV�����PH�&/�WKH\�HQVXUH�WKDW�VDLG�0DUtD�WKDW�ERXJKW�3HGUR�
�����������µ,W¶V�DSSOHV�WKDW�WKH\�HQVXUH�WKDW�0DUtD�VDLG�WKDW�3HGUR�ERXJKW¶�
������E��>0(/(@�PL����������FRQIHUPDQR���FKH�DEELD�GHWWR�0DULD�FKH�3LHWUR�KD�FRPSUDWR���
����������DSSOHV�WR�PH�&/�WKH\�FRQILUP�WKDW�KDV�����VDLG�0DULD�WKDW�3LHWUR�KDV�ERXJKW�
���������µ,W¶V�DSSOHV�WKDW�WKH\�FRQILUP�WKDW�0DUtD�VDLG�WKDW�3HGUR�ERXJKW¶�
�
)LQDOO\��WKH�IURQWHG�HOHPHQW�LQ�ERWK�ODQJXDJHV�LV�VXEMHFW�WR�LVODQG�FRQVWUDLQWV��QDPHO\�LW�FDQQRW�EH�
JUDPPDWLFDOO\�UHODWHG�WR�D�SRVLWLRQ�LQVLGH�D�UHODWLYH�FODXVH������DQ�DGYHUELDO�FODXVH������RU�D�VXEMHFW�
FODXVH�������
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�
����D��>$�3('52@�FRQRFHPRV�OD�PXMHU�TXH�WUDLFLRQy���
������������WR�3HGUR���ZH�NQRZ�WKH�ZRPDQ�ZKR�EHWUD\HG��
������E���>3$2/2@�FRQRVFLDPR�OD�GRQQD�FKH�WUDGu���
�������������3DROR�ZH�NQRZ�WKH�ZRPDQ�ZKR�EHWUD\HG�
�
����D���>$�3('52@�WHUPLQHPRV�OD�WDUHD�DQWHV�GH�OODPDU��
�������������WR�3HGUR���ZH�ILQLVK�WKH�DVVLJQPHQW�EHIRUH�WR�FDOO�

�E���>3$2/2@��ILQLDPR�LO�FRPSLWR�SULPD�GL�FKLDPDUH��
��������3DROR�ZH�ILQLVK�WKH�DVVLJQPHQW�EHIRUH�WR�FDOO�
�

����� �>$�3('52@�VRUSUHQGLy�D�WRGR�HO�PXQGR�TXH�0DUtD�KD\D�LQYLWDGR��
����������������WR�3HGUR�DPD]HG�WR�DOO�WKH�ZRUOG�WKDW�0DUtD�KDYH�LQYLWHG�
�������������>3$2/2@��KD�VRUSUHVR�WXWWL�FKH�0DUtD�DEELD�LQYLWDWR���
����������������3DROR�KDV�DPD]HG�HYHU\ERG\�WKDW�0DUtD�KDYH�LQYLWHG�
�

:KDW�H[DFW�SRVLWLRQ�WKH�IURQWHG�HOHPHQW�RFFXSLHV�OLHV�EH\RQG�WKH�VFRSH�RI�WKLV�DUWLFOH��7KH�ZRUG�
µIURQWLQJ¶�LWVHOI�LV�D�GHVFULSWLYH�WHUP�DQG�GRHV�QRW�PHDQ�WKDW�WKH�IRFXVHG�HOHPHQW�KDV�V\QWDFWLFDOO\�
PRYHG��*LYHQ�WKH�V\QWDFWLF�SURSHUWLHV�SUHVHQWHG�DERYH��PRVW�DFFRXQWV�SURSRVH�WKDW�WKH�IURQWHG�
IRFXV�RFFXSLHV�DQ�$¶�SRVLWLRQ��VHH�5L]]L�������D�R����KRZHYHU��D�GLIIHUHQW�DFFRXQW�KDV�EHHQ�
SURSRVHG�ZKHUH�WKH�IRFXVHG�HOHPHQW�VWD\V�LQVLGH�WKH�FODXVH�DQG�WKH�EDFNJURXQG�PRYHV�WR�D�ULJKW�
GLVORFDWHG�SRVLWLRQ��VHH�6DPHN�/RGRYLFL��������7KH�SUDJPDWLF�DQDO\VLV�RI�))�WKDW�,�DP�SUHVHQWLQJ�
LQ�WKH�IROORZLQJ�SDUDJUDSK�LV�FRPSDWLEOH�ZLWK�ERWK�DQDO\VHV��$V�ZH�ZLOO�VHH��ZKDW�LV�FUXFLDO�IRU�
SUDJPDWLF�SXUSRVHV�LV�WKDW�WKH�IRFXV�FRQVWLWXHQW�EH�GLVWLQJXLVKDEOH�IURP�WKH�EDFNJURXQG�FRQVWLWXHQW��
�
�
��7KH�GLVFRXUVH�IXQFWLRQV�RI�))�FRQVWUXFWLRQV�
�
7KH�IRFXV�EDFNJURXQG�RUGHU�LV�TXLWH�UDUH�LQ�,WDOLDQ�DQG�6SDQLVK��7KH�SUDJPDWLFDOO\�PRVW�QHXWUDO�
FRQILJXUDWLRQ�LV�D�WRSLF�FRPPHQW�RQH��ZKHUH�WKH�WRSLF�LV�D�UHIHUHQWLDO�HOHPHQW�HLWKHU�JLYHQ�LQ�WKH�
GLVFRXUVH�RU�SDUW�RI�WKH�LQWHUORFXWRUV¶�VKDUHG�NQRZOHGJH��DQG�H[SUHVVHV�ZKDW�WKH�VHQWHQFH�LV�DERXW��
ZKLOH�WKH�FRPPHQW�LV�WKH�LQIRUPDWLRQ�SURYLGHG�E\�WKH�VHQWHQFH�DERXW�WKH�WRSLF��,Q�WKH�PRVW�
XQPDUNHG�FDVH��WKH�WRSLF�LV�UHSUHVHQWHG�E\�WKH�SUHYHUEDO�VXEMHFW�DQG�WKH�FRPPHQW�FRLQFLGHV�ZLWK�
WKH�SUHGLFDWH��WKH�YHUE�IROORZHG�E\�WKH�RWKHU�DUJXPHQWV��FI����D���,Q�D�IRFXV�EDFNJURXQG�
FRQILJXUDWLRQ��RQ�WKH�FRQWUDU\��WKH�LQIRUPDWLYH�SDUW�±�WKH�OHIW�SHULSKHUDO�IRFXV�±�LV��JHQHUDOO\��D�
UHIHUHQWLDO�HOHPHQW��W\SLFDOO\�UHSUHVHQWHG�E\�DQ�DUJXPHQW�RI�WKH�YHUE��ZKLOH�WKH�LQIRUPDWLRQ�DOUHDG\�
VKDUHG�E\�WKH�LQWHUORFXWRUV�±�WKH�EDFNJURXQG�±�FRLQFLGHV�ZLWK�WKH�SUHGLFDWH�DQG�WKH�UHPDLQLQJ�
DUJXPHQWV��FI����E����

�
����� D��>3DROR@7RSLF�>KD�GDWR�XQ�EDFLR�D�0$5,$@&RPPHQW��������������������3DROR���������KDV�JLYHQ�D�NLVV��WR�0DULD�
����������������µ3DROR��KH�JDYH�D�NLVV�WR�0$5,$¶�
������������E��>81�%$&,2@)RFXV�>KD�GDWR��3DROR�D�0DULD@%DFNJURXQG����������������������D�NLVV�������������KDV�JLYHQ�3DROR�WR�0DULD�
�����������������µ3DROR�JDYH�0DULD�D�.,66¶�
�
6LQFH�LQ�WKLV�SDSHU�,�DQDO\]H�VHQWHQFHV�ZLWK�D�IRFXV�EDFNJURXQG�VWUXFWXUH��,�ZLOO�LQFOXGH�LQ�WKH�VDPH�
JURXS�WKRVH�VHQWHQFHV�WKDW��DOWKRXJK�V\QWDFWLFDOO\�FDQRQLFDO��LQ�WKH�VHQVH�WKDW�WKH\�GLVSOD\�DQ�692�
RUGHU���DUH�SURVRGLFDOO\�QRQ�FDQRQLFDO��EHFDXVH�WKH�SUHYHUEDO�VXEMHFW�EHDUV�PDLQ�SURPLQHQFH��FI��LR�
µ,¶�LQ�WKH�,WDOLDQ�FRUSXV�H[DPSOH�EHORZ���

�
����� LIDPFY�����
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��������D��³>���@�IRUVH�SL��FKH�HJRLVWD�VRQR�LQGLYLGXDOLVWD´���
�������������������µ5DWKHU�WKDQ�VHOILVK��,�ZRXOG�VD\�,�DP�DQ�LQGLYLGXDOLVW¶�
���������E��+R�GHWWR��³1R��>,2@�VRQR�LQGLYLGXDOLVWD��WX�LQYHFH���VHL�HJRtVWD��
�������������KDYH�VDLG����QR������,��DP����LQGLYLGXDOLVW���\RX�LQVWHDG�DUH�VHOILVK�
�������������µ$QG�,�VDLG��³1R��,�DP�DQ�LQGLYLGXDOLVW��\RX�DUH�MXVW�VHOILVK´¶��

�
%RWK�%HQLQFj�������>����@������DQG�=XEL]DUUHWD�������������GHILQH�WKH�SUDJPDWLF�IXQFWLRQ�RI�D�

IURQWHG�IRFXV��IURP�QRZ�RQ��))��WKDW�RI�GHQ\LQJ�DQ�H[SOLFLW�RU�LPSOLFLW�SDUW�RI�WKH�FRQWH[W�LQ�ZKLFK�
LW�LV�LQVHUWHG��,Q�RWKHU�ZRUGV��D�))�SURYLGHV�D�SLHFH�RI�LQIRUPDWLRQ�WKDW�FRQWUDVWV�ZLWK��RU�FRUUHFWV��D�
SUHYLRXV�RQH�LQ�WKH�FRQWH[W��&RQWUDVW�FDQ�DOVR�RFFXU�EHWZHHQ�WKH�LQIRUPDWLRQ�SURYLGHG�E\�WKH�))�
VHQWHQFH�DQG�DQ�LPSOLFLWO\�DVVXPHG�EHOLHI��JLYHQ�WKH�LQWHUORFXWRUV¶�VKDUHG�NQRZOHGJH�RI�WKH�ZRUOG��
,Q�WKDW�FDVH��WKH�LQIRUPDWLRQ�SURYLGHG�E\�WKH�))�VHQWHQFH�LV�IHOW�WR�EH�XQH[SHFWHG���)LQDOO\��DV�
DOUHDG\�REVHUYHG�LQ�%UXQHWWL���������WKH�))�VHQWHQFH�FDQ�VLPSO\�DQVZHU�D�TXHVWLRQ��7KH�TXHVWLRQ��
KRZHYHU��KDV�HLWKHU�WR�EH�LPSOLFLW�RU�QRW�SUHVHQW�LQ�WKH�LPPHGLDWHO\�SUHFHGLQJ�GLVFRXUVH��DV�ZH�ZLOO�
VHH�EHORZ���

,Q�%UXQHWWL��������VXEPLWWHG��,�FODLP�WKDW�WKH�SUDJPDWLF�IXQFWLRQ�RI�D�))�FRQVWUXFWLRQ�LV�UHODWHG�
WR�WKH�IDFW�WKDW�WKH�EDFNJURXQG�LQ�SRVW�IRFDO�SRVLWLRQ�LV�D�WDLO�LQ�WKH�VHQVH�RI�9DOOGXYt���������������,�
DVVXPH�D�WDLO�WR�EH�EDFNJURXQG�PDWHULDO�WKDW�UHTXLUHV�DQ�DQWHFHGHQW�LQ�WKH�FRQWH[W��DQG�DUJXH�WKDW�WKH�
DQWHFHGHQW�PXVW�EH�D�VKDUHG�EHOLHI�DPRQJ�WKH�LQWHUORFXWRUV��,Q�WKLV�SDSHU��,�DVVXPH�WKDW�VXFK�D�
GHILQLWLRQ�±�UHIRUPXODWHG�ZLWKLQ�DQ�$OWHUQDWLYH�6HPDQWLFV�IUDPHZRUN�±�FDQ�DOVR�DSSO\�WR�SUH�IRFDO�
PDWHULDO��,Q�IDFW��,�DUJXH�WKDW�LW�LV�SRVVLEOH�WR�H[SODLQ�WKH�GLIIHUHQFH�EHWZHHQ�SUH��DQG�SRVW�IRFDO�
PDWHULDO�ZLWKRXW�DVVXPLQJ�WKDW�WKH\�DUH�WZR�LQKHUHQWO\�GLIIHUHQW�NLQGV�RI�EDFNJURXQG��7KH�
GLIIHUHQFH�EHWZHHQ�WKHP�ZRXOG�EH�GXH�WR�WKH�IDFW�WKDW�SUH�IRFDO�PDWHULDO�LV�QRW�XQDPELJXRXVO\�
LQWHUSUHWHG�DV�EDFNJURXQG��ZKLOH�SRVW�IRFDO�PDWHULDO�LV���

$FFRUGLQJ�WR�WKH�$OWHUQDWLYH�6HPDQWLFV�IUDPHZRUN��5RRWK�������������D�VHQWHQFH�FRQWDLQLQJ�D�
IRFXV��RWKHU�WKDQ�LWV�VHPDQWLF�YDOXH��KDV�DQ�DGGLWLRQDO�µIRFXV�VHPDQWLF�YDOXH¶��ZKLFK�LV�D�VHW�RI�
SURSRVLWLRQV�REWDLQDEOH�IURP�WKH�VHPDQWLF�YDOXH�RI�WKH�VHQWHQFH�E\�PDNLQJ�D�VXEVWLWXWLRQ�LQ�WKH�
SRVLWLRQ�FRUUHVSRQGLQJ�WR�WKH�IRFXV��)RU�LQVWDQFH��LQ�D�VHQWHQFH�OLNH����D��ZKHUH�D�ERRN�LV�WKH�IRFXV��
WKH�VHW�RI�SURSRVLWLRQV�LV�RI�WKH�NLQG�LQ����E����
�
����� D��,�JDYH�D�%22.�WR�-RKQ��
������������E��)RFXV�VHPDQWLF�YDOXH���
���������������^,�JDYH�D�ERRN�WR�-RKQ��,�JDYH�D�FG�WR�-RKQ��,�JDYH�D�FRRNLH�WR�-RKQ��HWF�`�
�
2EYLRXVO\��QRW�DOO�SRWHQWLDO�DOWHUQDWLYHV�RI�WKH�IRFXV�VHPDQWLF�YDOXH�DUH�UHOHYDQW�LQ�WKH�FRQWH[W�LQ�
ZKLFK�WKH�VHQWHQFH�LV�XWWHUHG��,Q�IDFW��5RRWK�SURSRVHV�WKDW�WKH�IRFXV�YDOXH�KDV�WR�EH�UHVWULFWHG�E\�D�
SUDJPDWLF�SURFHVV��5RRWK¶V�LGHD�LV�WKDW�IRFXV�LQWHUSUHWDWLRQ�LQWURGXFHV�D�IUHH�YDULDEOH��ZKRVH�
DQWHFHGHQW�LV�D�GLVFRXUVH�REMHFW�WKDW�LV�HLWKHU�D�VXEVHW�RU�DQ�HOHPHQW�RI�WKH�IRFXV�VHPDQWLF�YDOXH���
7KH�DQWHFHGHQW�LV�IL[HG�E\�WKH�FRQWH[W��DQG�GHWHUPLQHV�ZKDW�SUDJPDWLF�IXQFWLRQ�WKH�IRFXV�KDV��
FRQWUDVW��FRUUHFWLRQ��DQVZHULQJ�D�TXHVWLRQ��HWF��&RQVLGHU�IRU�LQVWDQFH�������7KH�DQWHFHGHQW�RI�WKH�
IRFXV�YDULDEOH�PXVW�EH�DQ�HOHPHQW�RU�D�VXEVHW�RI�WKH�IRFXV�YDOXH�,�JDYH�[�WR�-RKQ��7KHUHIRUH��WKH�
DQWHFHGHQW�FDQ�EH�D�VHQWHQFH�RI�WKH�W\SH�LQ����D��±�LQ�ZKLFK�FDVH�����D��ZLOO�EH�LQ�FRQWUDVW�ZLWK�LW�±�
RU�LW�FDQ�EH�D�ZK�TXHVWLRQ�RI�WKH�W\SH�LQ����E��±�LQ�ZKLFK�FDVH�����D��KDV�WKH�IXQFWLRQ�RI�DQVZHULQJ�
WKDW�TXHVWLRQ���
�
����� D��<RX�JDYH�-RKQ�D�PDJD]LQH�����
������������E��:KDW�GLG�\RX�JLYH�WR�-RKQ"����
��

$�))�LV�H[SHFWHG�WR�EHKDYH�DV�DQ\�RWKHU�IRFXV��1HYHUWKHOHVV��D�))�KDV�DQ�DGGLWLRQDO�SURSHUW\�
ZLWK�UHVSHFW�WR�RWKHU�IRFL��ZKLFK�KDV�WR�GR�ZLWK�WKH�ZD\�,WDOLDQ�DQG�6SDQLVK�±�DV�ZHOO�DV�RWKHU�
(XURSHDQ�ODQJXDJHV�±�PDUN�WKH�IRFXV�GRPDLQ�OLQJXLVWLFDOO\��PRUH�SUHFLVHO\��SURVRGLFDOO\���,Q�WKHVH�
ODQJXDJHV�IRFXV�LQWHUSUHWDWLRQ�SURMHFWV�IURP�WKH�HOHPHQW�EHDULQJ�WKH�QXFOHDU�DFFHQW�XS�WKURXJK�WKH�
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�

PDLQ�V\QWDFWLF�EUDQFKLQJ�RI�WKH�VHQWHQFH��ZKLFK�LQ�WKHVH�ODQJXDJHV�LV�WR�WKH�OHIW��FI��&LQTXH�������
5HLQKDUW�������������=XEL]DUUHWD��������)RFXV�H[WHQVLRQ�LV�WKHUHIRUH�DPELJXRXV�LI�WKH�FRQVWLWXHQW�
EHDULQJ�WKH�QXFOHDU�DFFHQW�LV�HPEHGGHG�LQ�ODUJHU�FRQVWLWXHQWV�DORQJ�WKH�PDLQ�V\QWDFWLF�EUDQFKLQJ��
7KH�PRVW�DPELJXRXV�FDVH�LV�ZKHQ�WKH�QXFOHDU�DFFHQW�LV�RQ�WKH�PRVW�HPEHGGHG�HOHPHQW�RI�WKH�
VHQWHQFH��)RU�LQVWDQFH��WKH�H[WHQVLRQ�RI�WKH�IRFXV�LQ����%���ZLWK�QXFOHDU�DFFHQW�RQ�WKH�PRVW�
HPEHGGHG�HOHPHQW�0DULD��PD\�EH�DQ\�RI�WKH�H[WHQVLRQV�JLYHQ�LQ�VTXDUH�EUDFNHWV��DV�VKRZQ�E\�WKH�
IDFW�WKDW�WKH�VHQWHQFH�PD\�DQVZHU�DQ\�RI�WKH�TXHVWLRQV�LQ��������

�
����� $��$�FKL�KD�GDWR�XQ�EDFLR��3DROR�"�
����������������µ:KR�GLG�3DROR�NLVV"¶�
�����������$¶��&KH�FRVD�KD�IDWWR��3DROR"�
�����������������µ:KDW�GLG�3DROR�GR"¶�
�����������$¶¶��&KH�FRVD�q�VXFFHVVR"�
������������������µ:KDW�KDSSHQHG"¶�
������������%��>3DROR�>KD�GDWR�XQ�EDFLR�>D�0$5,$@)RFXV@)RFXV@)RFXV�������������������3DROR��KDV�JLYHQ�D�NLVV�����WR�0DULD�
�
)URP�������LW�LV�FOHDU�WKDW�ZKHQ�D�VHQWHQFH�KDV�D�QDUURZ�IRFXV�WKDW�LV�ORZ��WKH�VHQWHQFH�FDQ�EH�
PLVLQWHUSUHWHG�DV�KDYLQJ�D�ZLGHU�IRFXV�RU�DV�EHLQJ�IXOO\�IRFXVHG��DQG�WKH�FRQWH[W�PXVW�KHOS�
GLVDPELJXDWLQJ�WKH�LQIRUPDWLRQ�VWUXFWXUH��2Q�WKH�FRQWUDU\��LI�WKH�QDUURZ�IRFXV�LV�KLJK�DQG�SUHFHGHV�
WKH�EDFNJURXQG��JLYHQ�WKDW�IRFXV�SURMHFWV�WR�WKH�OHIW��WKH�SRVW�IRFDO�EDFNJURXQG�FDQQRW�EH�
LQWHUSUHWHG�E\�DQ\�PHDQV�DV�SDUW�RI�WKH�IRFXV��,Q�RWKHU�ZRUGV��VLQFH�WKH�ULJKW�HGJH�RI�WKH�IRFXV�LV�
PDUNHG��WKH�OLQJXLVWLF�PDWHULDO�IROORZLQJ�LW�FDQQRW�EH�EXW�EDFNJURXQG��7KDW�PHDQV�WKDW�D�IRFXV�
EDFNJURXQG�RUGHU�LQ�D�VHQWHQFH�LV�QRW�DPELJXRXV��7KH�H[WHQVLRQ�RI�WKH�IRFXV�GRHV�QRW�KDYH�WR�EH�
UHFRYHUHG�IURP�WKH�FRQWH[W��OLNH�LQ�������7KH�IRFXV�LV�LGHQWLILDEOH�E\�PHDQV�RI�WKH�VHQWHQFH�DORQH���

1RWH�WKDW�JLYHQ�5RRWK¶V�GHILQLWLRQ�RI�WKH�IRFXV�VHPDQWLF�YDOXH�DQG�RI�WKH�DQWHFHGHQW�RI�WKH�IRFXV�
YDULDEOH��FI�����DQG�UHODWHG�GLVFXVVLRQ���WKH�QDUURZHU�WKH�IRFXV��WKH�PRUH�FRQVWUDLQHG�DQG�WKHUHIRUH�
VHPDQWLFDOO\�GHILQHG�WKH�DQWHFHGHQW�LV��)RU�LQVWDQFH�LQ����%���LI�WKH�IRFXV�LV�D�0DULD��WKH�DQWHFHGHQW�
ZLOO�EH�RI�WKH�W\SH�3DROR�JDYH�D�NLVV�WR�[��ZKLOH�LI�WKH�IRFXV�LV�WKH�ZKROH�93��WKH�DQWHFHGHQW�LV�RI�WKH�
OHVV�VSHFLILF�W\SH�3DROR�5�HG��&RQVHTXHQWO\��WKH�DQWHFHGHQW�RI�WKH�YDULDEOH�LQWURGXFHG�E\�D�QDUURZ�
IRFXV�LV�KDUGHU�WR�ILQG�LQ�WKH�FRQWH[W�WKDQ�WKDW�RI�D�YDULDEOH�LQWURGXFHG�E\�D�ZLGH�IRFXV��EHFDXVH�WKH�
FRQWH[W�KDV�WR�EH�PRUH�VSHFLILF��$V�D�UHVXOW��ZKHQ�WKH�IRFXV�H[WHQVLRQ�LV�DPELJXRXV��D�OLVWHQHU�ZLOO�
WHQG�WR�LQWHUSUHW�WKH�IRFXV�DV�ZLGH�E\�GHIDXOW��XQOHVV�DQ�H[SOLFLW�DQG�HDVLO\�DFFHVVLEOH�DQWHFHGHQW�IRU�
WKH�QDUURZ�IRFXV�YDULDEOH�LV�SURYLGHG�E\�WKH�FRQWH[W��$�))�FRQVWUXFWLRQ��KRZHYHU��LV�QRW�DPELJXRXV��
VR�WKH�OLVWHQHU�FDQQRW�LQWHUSUHW�WKH�IRFXV�DV�ZLGH�E\�DQ\�PHDQV��7KH�OLVWHQHU�LV�WKHQ�IRUFHG�WR�ORRN�
DQ�DQWHFHGHQW�RI�WKH�QDUURZ�IRFXV�YDULDEOH��HYHQ�ZKHQ�WKH�FRQWH[W�GRHV�QRW�VHHP�WR�FRQWDLQ�LW�DW�DOO��
,Q�FDVH�RI�D�FRQWH[W�WKDW�GRHV�QRW�SURYLGH�WKH�DQWHFHGHQW�H[SOLFLWO\��WKH�OLVWHQHU�ZLOO�PDNH�LQIHUHQFHV�
LQ�RUGHU�WR�UHWULHYH�WKH�DQWHFHGHQW�LPSOLFLWO\����

7KH�LGHD�WKDW�WKH�SHFXOLDULW\�RI�D�))�LV�LWV�XQDPELJXRXV�LGHQWLILFDWLRQ�LV�FRPSDWLEOH�ZLWK�DQ�LGHD�
FRQFHUQLQJ�WKH�LQWHUDFWLRQ�EHWZHHQ�V\QWD[�DQG�LQIRUPDWLRQ�VWUXFWXUH�SUHVHQWHG�LQ�UHFHQW�ZRUN�E\�
1HHOHPDQ�DQG�YDQ�GH�.RRS���������$VVXPLQJ�WKDW�WKH�IRFXV�PRYHV�WR�WKH�OHIW�SHULSKHU\��WKH\�
SURSRVH�WKDW�IRFXV�PRYHPHQW�RFFXUV�LQ�RUGHU�WR�IDFLOLWDWH�D�WUDQVSDUHQW�PDSSLQJ�EHWZHHQ�V\QWD[�DQG�
LQIRUPDWLRQ�VWUXFWXUH��,Q�IDFW��E\�GLVSODFLQJ�WKH�IRFXVHG�HOHPHQW�WR�WKH�OHIW��WKH�IRFXV�EDFNJURXQG�
SDUWLWLRQ�RI�WKH�VHQWHQFH�LV�SHUIHFWO\�UHIOHFWHG�LQ�WKH�FRQVWLWXHQW�VWUXFWXUH��EHFDXVH�IRFXV�DQG�
EDFNJURXQG�DUH�UHSUHVHQWHG�E\�WZR�FRQWLQXRXV�FRQVWLWXHQWV��
�
����� >�;3��>������������������W[S�@@����������������_������
�������������IRFXV������EDFNJURXQG�

�
,Q�P\�DQDO\VLV��WKH�V\QWD[�LQIRUPDWLRQ�VWUXFWXUH�WUDQVSDUHQW�PDSSLQJ�±�ZKHWKHU�WULJJHUHG�E\�IRFXV�
PRYHPHQW�RU�E\�RWKHU�V\QWDFWLF�RSHUDWLRQV��VXFK�DV�ULJKW�GLVORFDWLRQ�RI�WKH�EDFNJURXQG�±�PDNHV�WKH�
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�

OLVWHQHU�XQGHUVWDQG�WKDW��LQGHSHQGHQWO\�IURP�DQ\�FXHV�IURP�WKH�FRQWH[W��WKH�IRFXV�RI�WKH�VHQWHQFH�LV�
QDUURZ�DQG�FRUUHVSRQGV�WR�WKH�IURQWHG�HOHPHQW��7KH�XQDPELJXRXV�FKDUDFWHUL]DWLRQ�RI�WKH�IRFXV�
H[WHQVLRQ�PDNHV�D�))�FRQVWUXFWLRQ�D�EHWWHU�DQVZHU�WR�D�TXHVWLRQ�ZKHQHYHU�WKH�TXHVWLRQ�LV�LPSOLFLW�RU�
KDV�EHHQ�XWWHUHG�WRR�IDU�EDFN�LQ�SUHYLRXV�GLVFRXUVH�DQG�LV�QRW�VDOLHQW�DQ\PRUH��7KH�FRQWHQW�RI�WKH�
LPSOLFLW�TXHVWLRQ�FDQ�LQ�IDFW�EH�UHFRYHUHG�IURP�WKH�IRFXV�VHPDQWLF�YDOXH�RI�WKH�))�VHQWHQFH��DQG�WKH�
TXHVWLRQ�WKDW�LV�IDU�EDFN�LQ�WKH�GLVFRXUVH�FDQ�EH�UHWULHYHG�E\�PDWFKLQJ�LWV�FRQWHQW�ZLWK�WKDW�RI�WKH�
IRFXV�VHPDQWLF�YDOXH�RI�WKH�))�VHQWHQFH��)RU�WKH�VDPH�UHDVRQ��D�))�FRQVWUXFWLRQ�W\SLFDOO\�RFFXUV�LQ�
FRQWUDVWLYH�FRUUHFWLYH�FRQWH[WV��8QOLNH�TXHVWLRQ�DQVZHU�SDLUV��FRQWUDVWLQJ�VHQWHQFHV�DUH�QRW�WLHG�WR�
HDFK�RWKHU�E\�D�FRQJUXHQFH�UHTXLUHPHQW��:KLFK�SDUW�RI�SUHYLRXV�GLVFRXUVH�D�VSHDNHU�ZDQWV�WR�
FRQWUDVW��RU�FRUUHFW��LV�QRW�QHFHVVDULO\�SUHGLFWDEOH�IURP�WKH�FRQWH[W��7KH�SRVVLELOLW\�WR�LGHQWLI\�WKH�
IRFXV�LQGHSHQGHQWO\�IURP�WKH�FRQWH[W�KHOSV�WKH�OLVWHQHU�ILQG�WKH�DQWHFHGHQW�RI�WKH�YDULDEOH�
LQWURGXFHG�E\�WKH�IRFXV��WR�ZKLFK�WKH�VHQWHQFH�KDV�WR�EH�FRQWUDVWHG��)LQDOO\��WKH�XQDPELJXRXV�
LQWHUSUHWDWLRQ�RI�WKH�IRFXV�PDNHV�D�))�VHQWHQFH�RFFXU�LQ�FRQWH[WV�ZKHUH�WKH�LQIRUPDWLRQ�LW�SURYLGHV�
LV�XQH[SHFWHG��,Q�IDFW��LQ�WKDW�FDVH��WKH�VHQWHQFH�FRQWUDVWV�DQ�LPSOLFLW�EHOLHI�WKDW�LV�DVVXPHG�E\�WKH�
LQWHUORFXWRUV�JLYHQ�WKHLU�VKDUHG�NQRZOHGJH�RI�WKH�ZRUOG��7KH�IRFXV�YDOXH�WHOOV�WKH�OLVWHQHU�ZKDW�WKH�
IRUP�RI�WKH�DQWHFHGHQW�LV��DQG�WKH�OLVWHQHU�FDQ�UHFRYHU�WKDW�LPSOLFLW�EHOLHI��

7KH�DQDO\VLV�RI�))�MXVW�SUHVHQWHG�FDQ�EH�FRPSDUHG�ZLWK�3ULQFH¶V��������DQDO\VLV�RI�))V�LQ�
<LQJOLVK��D�YDULHW\�RI�(QJOLVK�VSRNHQ�E\�-HZLVK�FRPPXQLWLHV�LQ�WKH�86�ZLWK�D�<LGGLVK�OLQJXLVWLF�
EDFNJURXQG��<LQJOLVK�KDV�LQKHULWHG�IURP�<LGGLVK�WKH�SRVVLELOLW\�WR�IURQW�WKH�IRFXV�±�D�FRQVWUXFWLRQ�
JHQHUDOO\�QRW�DFFHSWHG�LQ�VWDQGDUG�(QJOLVK��3ULQFH�DUJXHV�WKDW�D�))�VHQWHQFH�LQ�<LQJOLVK�LV�SRVVLEOH�
LI�WKH�LQIRUPDWLRQ�LQ�WKH�EDFNJURXQG�±�ZKDW�VKH�FDOOV�WKH�µRSHQ�SURSRVLWLRQ¶��QDPHO\�WKH�SURSRVLWLRQ�
IRUPHG�E\�VXEVWLWXWLQJ�WKH�IRFXVHG�HOHPHQW�ZLWK�D�YDULDEOH�±�LV�DOUHDG\�NQRZQ�WR�RU�DW�OHDVW�
SODXVLEO\�LQIHUDEOH�E\�WKH�KHDUHU��)RU�LQVWDQFH�LQ�������WKH�))�FRQVWUXFWLRQ�LV�DFFHSWDEOH�EHFDXVH�LW�LV�
FRQVLGHUHG�WR�EH�D�ZHOO�NQRZQ�IDFW�LQ�WKH�<LGGLVK�FRPPXQLW\�WKDW�VRQV�DVN�SDUHQWV�WR�EX\�WKHP�
WKLQJV��VR�WKH�RSHQ�SURSRVLWLRQ�µP\�VRQ�ZDQWV�[¶�LV�DOUHDG\�SDUW�RI�WKH�OLVWHQHU¶V�NQRZOHGJH�VWRUH���

�
����� $��+HOOR��0UV��*ROGEHUJ��+RZ
V�HYHU\WKLQJ"�+RZ
V�\RXU�VRQ"�
������������%��2\��GRQ
W�DVN��>$�632576&$5@�KH�ZDQWV���WKDW
V�DOO�,�ZDV�PLVVLQJ��

�
:LWKLQ�DQ�$OWHUQDWLYH�6HPDQWLFV�IUDPHZRUN��WKH�GHILQLWLRQ�RI�EDFNJURXQG�DV�DQ�RSHQ�SURSRVLWLRQ�
FDQ�EH�DVVLJQHG�WR�EDFNJURXQG�LQ�DQ\�FRQVWUXFWLRQ�ZLWK�QDUURZ�IRFXV��FI�������$V�,�KDYH�H[SODLQHG��
ZKDW�D�))�FRQVWUXFWLRQ�DGGLWLRQDOO\�EULQJV�LV�WKDW�WKH�QDUURZ�IRFXV�FDQ�EH�XQDPELJXRXVO\�
LGHQWLILHG��EHFDXVH�IRFXV�PDUNLQJ��E\�PHDQV�RI�WKH�QXFOHDU�DFFHQW��SURMHFWV�WR�WKH�OHIW��ZKLFK�LV�WUXH�
DOVR�IRU�(QJOLVK��FI��5HLQKDUW��������������6R�LQ�������LW�LV�QRW�VLPSO\�WKH�FDVH�WKDW�WKH�))�LV�XVHG�
EHFDXVH�WKH�SURSRVLWLRQ�µP\�VRQ�ZDQWV�[¶�LV�DOUHDG\�SDUW�RI�WKH�OLVWHQHU¶V�NQRZOHGJH�VWRUH�±�ZKLFK�
LV�H[SHFWHG�LI�WKDW�SDUW�LV�WKH�EDFNJURXQG��5DWKHU��WKH�))�FRQVWUXFWLRQ�LV�XVHG�EHFDXVH�WKH�VHQWHQFH�
GRHV�QRW�GLUHFWO\�DQVZHU�VSHDNHU�$¶V�TXHVWLRQ��VR�WKH�DQWHFHGHQW�RI�WKH�IRFXV�YDULDEOH�LV�QRW�GLUHFWO\�
UHFRYHUDEOH�IURP�WKH�TXHVWLRQ��EXW�KDV�WR�EH�LQIHUUHG��:LWK�D�))�FRQVWUXFWLRQ��WKH�OLVWHQHU�NQRZV�
ZKDW�WKH�IRFXV�VHPDQWLF�YDOXH�LV�DQG�KHQFH�ZKDW�WKH�DQWHFHGHQW�PXVW�ORRN�OLNH�IRU�WKH�IRFXV�
YDULDEOH��7KH�OLVWHQHU�LQIHUV�WKDW�D�SURSRVLWLRQ�RI�WKH�W\SH�µP\�VRQ�ZDQWV�[¶�LV�SUHVHQW�LQ�WKH�
FRPPRQ�JURXQG��0RUH�SUHFLVHO\��,�ZRXOG�OLNH�WR�VXJJHVW�WKDW�WKH�LQWHUORFXWRUV�VKDUH�DQ�LPSOLFLW�
TXHVWLRQ�RI�WKH�W\SH�µ:KDW�GRHV�\RXU�VRQ�ZDQW"¶��7KDW�LPSOLFLW�TXHVWLRQ��ZKLFK�-HZLVK�PRWKHUV�DVN�
HDFK�RWKHU�ZKHQ�WKH\�WDON��DQG�FRPSODLQ��DERXW�WKHLU�VRQV��FRQVWLWXWHV�WKH�DQWHFHGHQW�RI�WKH�IRFXV�
YDULDEOH��

$�FRQVWUXFWLRQ�WKDW�LV�VLPLODU�WR�D�))�FRQVWUXFWLRQV�EXW�WKDW�LV�PXFK�PRUH�FRQVWUDLQHG�ZLWK�
UHVSHFW�WR�WKH�IRUP�RI�WKH�DQWHFHGHQW�RI�WKH�IRFXV�YDULDEOH�LV�D�FOHIW��/LNH�D�))�FRQVWUXFWLRQ��D�FOHIW�
KDV�DQ�LQLWLDO�QDUURZ�IRFXV��WKH�FOHIWHG�HOHPHQW��IROORZHG�E\�EDFNJURXQG�PDWHULDO��1HYHUWKHOHVV��DV�
DOUHDG\�REVHUYHG�E\�%HQLQFj���������FOHIWV�RFFXU�LQ�D�VPDOOHU�QXPEHU�RI�FRQWH[WV��LI�D�))�VHQWHQFH�
LV�SRVVLEOH�LQ�DOO�FRQWH[WV�LQ�ZKLFK�D�FOHIW�LV�SRVVLEOH��WKH�RSSRVLWH�LV�QRW�WUXH��$Q�DQRQ\PRXV�
UHYLHZHU�KDV�PDGH�DQ�DQDORJRXV�REVHUYDWLRQ�IRU�WKH�GDWD�SUHVHQWHG�LQ�WKLV�SDSHU��QRWLQJ�WKDW�VRPH�
))�VHQWHQFHV�FRXOG�EH�UHSODFHG�E\�WKH�FRUUHVSRQGLQJ�FOHIW��ZKLOH�VRPH�RWKHUV�FRXOG�QRW��7KH�
UHYLHZHU�VXJJHVWV�WKDW�WKLV�IDFW�EH�DQ�LQGLFDWLRQ�WKDW�ZH�DUH�GHDOLQJ�ZLWK�WZR�GLIIHUHQW�))�
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FRQVWUXFWLRQV��,�DUJXH�LQVWHDG�WKDW�D�XQLIRUP�DQDO\VLV�FDQ�EH�PDLQWDLQHG�IRU�DOO�))�FRQVWUXFWLRQV��
%HQLQFj�REVHUYHV�WKDW�WKH�GLVSODFHG�HOHPHQW�RI�D�FOHIW�FDQQRW�EH�D�TXDQWLILHU��FI��������$OVR��D�FOHIW�
FDQQRW�EH�XVHG�DV�DQ�DQVZHU�WR�D�QHJDWLYH�SRODULW\�TXHVWLRQ�VXFK�DV�������
�
����� D��$���+DL�IDWWR�TXDOFRVD"��
���������������������µ'LG�\RX�GR�DQ\WKLQJ"¶�
����������������%��>78772@������KR������IDWWR����������(¶�78772������FKH�����KR����IDWWR��
���������������������HYHU\WKLQJ�,�KDYH�GRQH�����������LV�HYHU\WKLQJ�WKDW�,�KDYH�GRQH�
��������������������µ,�GLG�(9(5<7+,1*¶��������µ,W¶V�(9(5<7+,1*�WKDW�,�GLG¶�
�������������E��$���7X�YXRL�LQYLWDUH�*LRUJLR���
�����������������������µ<RX�ZDQW�WR�LQYLWH�*LRUJLR¶�
�����������������%���>1(66812@�YRJOLR�LQYLWDUH�����(¶�1(66812�FKH�YRJOLR�LQYLWDUH��
�����������������������QRERG\���,�ZDQW����WR�LQYLWH�������LV�QRERG\�WKDW�,�ZDQW��WR�LQYLWH�
�����������������������µ,�ZDQW�WR�LQYLWH�12%2'<¶������µ,W¶V�12%2'<�WKDW�,�ZDQW�WR�LQYLWH�
�
����� $��7L�D�GHWWR�QHVVXQR�FKH�GRYHYR�SDUWLUH"��
����������������µ'LG�DQ\ERG\�WHOO�\RX�WKDW�,�KDG�WR�OHDYH"¶�
������������%��>)5$1&2@�PH��������������O¶KD��GHWWR����(¶�)5$1&2�FKH�PH����������������O¶KD��GHWWR���
�����������������)UDQFR�WR�PH�&/�LW�&/�KDV�VDLG�������LV��)UDQFR��WKDW�WR�PH�&/�LW�&/�KDV�VDLG���
�����������������µ)5$1&2�WROG�PH�WKDW¶�����������������������µ,W¶V�)5$1&2�ZKR�WROG�PH�WKDW¶������
�
7KHVH�GDWD�VXJJHVW�WKDW�WKH�DQWHFHGHQW�RI�WKH�FOHIWHG�HOHPHQW�LV�D��VHPDQWLFDOO\�GHWHUPLQHG��
H[LVWHQWLDO�SUHVXSSRVLWLRQ��)RU�LQVWDQFH�LQ�������WKH�FOHIW�WULJJHUV�WKH�SUHVXSSRVLWLRQ�WKDW�VRPHRQH�
H[LVWV�ZKR�WROG�VSHDNHU�%�DERXW�VSHDNHU�$¶V�GHSDUWXUH��$V�%HQLQFj�H[SODLQV��WKH�13,�TXHVWLRQ�GRHV�
QRW�WULJJHU�WKH�VDPH�SUHVXSSRVLWLRQ�RI�H[LVWHQFH��VR�LW�FDQQRW�SURYLGH�DQ�DQWHFHGHQW�IRU�WKH�IRFXV�RI�
WKH�FOHIW��7KH�))�VHQWHQFH��RQ�WKH�FRQWUDU\��VLPSO\�LPSOLHV�WKDW�WKHUH�LV�D�SURSRVLWLRQ�LQ�WKH�SUHYLRXV�
GLVFRXUVH��H[SOLFLWO\�RU�LPSOLFLWO\�JLYHQ��RU�LQ�WKH�LQWHUORFXWRUV�VKDUHG�NQRZOHGJH��ZKLFK�FDQ�VHUYH�
DV�DQWHFHGHQW�IRU�WKH�IRFXV�YDULDEOH����7KH�SURSRVLWLRQ�FDQ�HLWKHU�EH�DQ�HOHPHQW�RI�WKH�IRFXV�
VHPDQWLF�YDOXH��H�J��FDVHV�RI�FRQWUDVW�FRUUHFWLRQ��XQH[SHFWHG�LQIRUPDWLRQ���RU�LW�FDQ�EH�D�VXE�VHW�RI�
WKH�IRFXV�VHPDQWLF�YDOXH��H�J��D�TXHVWLRQ���$W�DQ\�HYHQW��LW�GRHV�QRW�QHHG�WR�SUHVXSSRVH�WKDW�
VRPHRQH�H[LVWV�ZKR�µWROG�WKH�VSHDNHU�DERXW�LW¶��$�))�FRQVWUXFWLRQ�PD\�LQ�VRPH�FRQWH[WV�UHTXLUH�DQ�
DQWHFHGHQW�WKDW�LV�FRPSDWLEOH�ZLWK�WKH�SUHVXSSRVLWLRQ�WULJJHUHG�E\�D�FOHIW��)RU�LQVWDQFH��D�
SUHVXSSRVLWLRQ�RI�H[LVWHQFH�WKDW�VRPHRQH��HOVH��KDV�WKH�VDPH�SURSHUW\�DV�WKH�))�LV�JHQHUDOO\�
FRPSDWLEOH�ZLWK�WKH�XVH�RI�))�FRQVWUXFWLRQV�LQ�FRQWUDVWLYH�FRQWH[WV��,QGHHG��LQ�FRQWUDVWLYH�FRQWH[WV�
D�FOHIW�FDQ�W\SLFDOO\�UHSODFH�WKH�))�FRQVWUXFWLRQ��,Q�RWKHU�FRQWH[WV��KRZHYHU��WKH�LPSOLFDWLRQ�
WULJJHUHG�E\�WKH�))�FRQVWUXFWLRQ�PD\�QRW�EH�FRPSDWLEOH�ZLWK�WKH�VHPDQWLF�SUHVXSSRVLWLRQ�RI�WKH�
FOHIW��ZKLFK�FDQQRW�WKHUHIRUH�EH�XVHG�WKHUH��

,Q�WKH�IROORZLQJ�SDUDJUDSKV��,�SUHVHQW�WKH�WZR�VSHHFK�FRUSRUD�IURP�ZKLFK�P\�GDWD�KDYH�EHHQ�
UHWULHYHG��DQG�SURYLGH�FRUSXV�H[DPSOHV�RI�WKH�GLIIHUHQW�SUDJPDWLF�XVHV�RI�))�FRQVWUXFWLRQV��,Q�
VHFWLRQ����E\�PHDQV�RI�P\�GDWD��,�ZLOO�DOVR�SUHVHQW�FHUWDLQ�OLQJXLVWLF�SURSHUWLHV�RI�))V��:H�ZLOO�VHH�
WKDW�VRPH�OLQJXLVWLF�H[SUHVVLRQV�WHQG�WR�RFFXU�PRUH�RIWHQ�WKDQ�RWKHUV�LQ�D�IURQWHG�SRVLWLRQ��DQG�WKDW�
WKHLU�IUHTXHQF\�LV�UHODWHG�WR�WKH�GLVFRXUVH�IXQFWLRQV�RI�))���
�
�
��7KH�GDWD�

�
7KH�GDWD�,�ZLOO�GLVFXVV�DUH�WDNHQ�IURP�WZR�VSRNHQ�FRUSRUD��7KH�ILUVW�FRUSXV�LV�WKH�µ&�2UDO�5RP¶�
�&UHVWL�DQG�0RQHJOLD��������ZKLFK�FRQVLVWV�RI�PRQRORJXHV��GLDORJXHV��DQG�FRQYHUVDWLRQV�ZLWK�
YDULRXV�GHJUHHV�RI�VSRQWDQHLW\�LQ�GLIIHUHQW�5RPDQFH�ODQJXDJHV��,�KDYH�RQO\�FRQVLGHUHG�D�VHOHFWLRQ�
RI�GLDORJXHV�DQG�FRQYHUVDWLRQV�ZLWK�D�UDWKHU�KLJK�OHYHO�RI�VSRQWDQHLW\�LQ�,WDOLDQ�DQG�6SDQLVK��)RU�
,WDOLDQ��,�KDYH�FRQVLGHUHG��

�



�

�

�

�����FRQYHUVDWLRQV�DQG����GLDORJXHV�WKDW�WRRN�SODFH�LQ�D�IDPLO\�SULYDWH�HQYLURQPHQW���
����FRQYHUVDWLRQV�DQG���GLDORJXHV�WKDW�WRRN�SODFH�LQ�D�SXEOLF�HQYLURQPHQW���
����SULYDWH�WHOHSKRQH�FRQYHUVDWLRQV��
����FRQYHUVDWLRQ�RQ�WKH�UDGLR���

�
7KH�WRWDO�IRU�,WDOLDQ�LV��������ZRUGV�RI�DERXW���DQG�D�KDOI�KRXU�RI�VSHHFK��)RU�6SDQLVK��,�KDYH�
FRQVLGHUHG��
�

�����FRQYHUVDWLRQV�DQG����GLDORJXHV�WKDW�WRRN�SODFH�LQ�D�IDPLO\�SULYDWH�HQYLURQPHQW���
�����GLDORJXHV�WKDW�WRRN�SODFH�LQ�D�SXEOLF�HQYLURQPHQW���

�
7KH�WRWDO�LV��������ZRUGV�RI�DERXW���KRXUV�RI�VSHHFK��7KH�UHDVRQV�WKDW�OHG�PH�WR�H[FOXGH�VRPH�
UHFRUGLQJV�ZHUH�HLWKHU�WKH�ORZ�TXDOLW\�RI�WKH�VRXQG��ZKLFK�DIIHFWHG�WKH�GHWHFWLRQ�RI�D�IRFDO�DFFHQW�LQ�
WKH�OHIW�SHULSKHU\��RU�VSHDNHUV�XVLQJ�WRR�PDUNHG�D�ODQJXDJH�YDULHW\��HLWKHU�JHRJUDSKLFDOO\�RU�EHFDXVH�
RI�WKH�DJH�RI�WKH�VSHDNHUV��,Q�RWKHU�ZRUGV��,�WULHG�WR�JDWKHU�D�UDWKHU�XQLIRUP�VHW�RI�GDWD�IURP�D�FRUSXV�
WKDW�LV��LQVWHDG��FKDUDFWHUL]HG�E\�D�ODUJH�YDULDWLRQ�RI�UHJLVWHUV�DQG�VW\OHV��7KH�H[DPSOHV�WDNHQ�IURP�
WKLV�FRUSXV�DUH�ODEHOHG�ZLWK�D�VHTXHQFH�RI�OHWWHUV�IROORZHG�E\�D�QXPEHU��7KH�ILUVW�OHWWHU�LQGLFDWHV�WKH�
ODQJXDJH��L�IRU�,WDOLDQ��H�IRU�6SDQLVK���7KH�QH[W�VHW�RI�OHWWHUV�LQGLFDWHV�ZKHWKHU�WKH�VSHHFK�WDNHV�
SODFH�LQ�D�IDPLO\�SULYDWH�HQYLURQPHQW��IDP��RU�LQ�D�SXEOLF�HQYLURQPHQW��SXE���DQG�ZKHWKHU�LW�LV�D�
GLDORJXH��GO��RU�D�FRQYHUVDWLRQ��FY���7KH�QXPEHU�LGHQWLILHV�WKH�VSHFLILF�UHFRUGLQJ��

7KH�RWKHU�FRUSXV�LV�WKH�µ1RFDQGR�FRUSXV¶��ZKLFK�,�KDYH�FROOHFWHG���7KLV�FRUSXV�FRQVLVWV�RI�RUDO�
QDUUDWLRQV�LQ�,WDOLDQ��6SDQLVK��&DWDODQ��(QJOLVK�DQG�*HUPDQ��7KH�VSHHFK�GDWD�ZHUH�REWDLQHG�E\�
DVNLQJ�QDWLYH�VSHDNHUV�WR�QDUUDWH�D�VWRU\�EDVHG�RQ�WKH�SLFWXUHV�RI�WKUHH�WH[WOHVV�ERRNV�E\�0HUFHU�
0D\HU��0D\HU¶V�ERRNV�KDG�EHHQ�SUHYLRXVO\�XVHG�LQ�OLQJXLVWLF�UHVHDUFK�WR�HOLFLW�FKLOG�DQG�DGXOW�RUDO�
QDUUDWLRQV��VHH�%HUPDQ�DQG�6ORELQ�������6WU|PTYLVW�DQG�9HUKRYHQ��������7KH\�GHVFULEH�WKH�
DGYHQWXUHV�RI�D�ER\�DQG�KLV�SHW�IURJ��(DFK�UHFRUGHG�VWRU\�ODVWHG�EHWZHHQ���DQG���PLQXWHV�
DSSUR[LPDWHO\��GHSHQGLQJ�RQ�WKH�VSHDNHU��,�H[DPLQHG�WKH�QDUUDWLRQV�RI����,WDOLDQ�VSHDNHUV�DQG���
6SDQLVK�VSHDNHUV��ZLWK�D�WRWDO�RI�DERXW��������ZRUGV�IRU�,WDOLDQ�DQG�DERXW��������ZRUGV�IRU�
6SDQLVK��7KH�H[DPSOHV�WDNHQ�IURP�WKLV�FRUSXV�DUH�LQGLFDWHG�ZLWK�L1RF��IRU�,WDOLDQ��DQG�H1RF��IRU�
6SDQLVK���IROORZHG�E\�WKH�QDUUDWRU¶V�QDPH��

7KH�QXPEHU�RI�))V�IRXQG�LQ�WKH�,WDOLDQ�FRUSXV�DUH�����DQG�LQ�WKH�6SDQLVK�FRUSXV������,Q�DGGLWLRQ��
LQ�WKH�6SDQLVK�FRUSXV�,�IRXQG����FDVHV�RI�SRODULW\��IURQWHG��IRFXV�WKDW�,�ZLOO�GLVFXVV�VHSDUDWHO\��,I�
ZH�H[FOXGH�WKRVH�FDVHV��WKH�SKHQRPHQRQ�LV�PXFK�OHVV�FRPPRQ�LQ�6SDQLVK�WKDQ�LQ�,WDOLDQ��,Q�WKH�
IROORZLQJ�SDUDJUDSKV��,�ZLOO�SUHVHQW�VRPH�RI�WKHVH�GDWD�LQ�RUGHU�WR�VKRZ�PRUH�FOHDUO\�WKH�GLIIHUHQW�
GLVFRXUVH�IXQFWLRQV�RI�))�FRQVWUXFWLRQV����

�
����([DPSOHV�RI�FRQWUDVW�RU�FRUUHFWLRQ�
�
7KH�,WDOLDQ�H[DPSOH�LQ�������UHSHDWHG�EHORZ��LV�D�W\SLFDO�FDVH�RI�))�H[SUHVVLQJ�FRQWUDVW��7KH�VSHDNHU�
LV�WDONLQJ�DERXW�D�FRQYHUVDWLRQ�VKH�KDG�EHHQ�HQJDJHG�LQ�ZLWK�D�WKLUG�SHUVRQ��6KH�LV�TXRWLQJ�KHU�
LQWHUORFXWRU¶V�ZRUGV����D��DQG�KHU�RZQ�UHSO\����E���7KH�LQWHUORFXWRU�KDG�VDLG�WKDW�KH�LV�DQ�
LQGLYLGXDOLVW��7KH�VSHDNHU�KDG�UHSOLHG�WKDW�LW�LV�KHU��DQG�QRW�KLP���ZKR�LV�DQ�LQGLYLGXDOLVW��7KH�
SURSRVLWLRQ�WKH�VSHDNHU�FKDOOHQJHV�LV�H[SOLFLWO\�H[SUHVVHG�E\�WKH�LQWHUORFXWRU¶V�XWWHUDQFH���
�
�������LIDPFY�����
��������D��³>���@�IRUVH�SL��FKH�HJRLVWD�VRQR�LQGLYLGXDOLVWD´���
�������������������µ5DWKHU�WKDQ�VHOILVK��,�ZRXOG�VD\�,�DP�DQ�LQGLYLGXDOLVW¶�
���������E��+R�GHWWR��³1R��>,2@�VRQR�LQGLYLGXDOLVWD��WX�LQYHFH���VHL�HJRtVWD��
�������������KDYH�VDLG����QR������,��DP����LQGLYLGXDOLVW���\RX�LQVWHDG�DUH�VHOILVK�
�������������µ$QG�,�VDLG��³1R��,�DP�DQ�LQGLYLGXDOLVW��\RX�DUH�MXVW�VHOILVK´¶��
�



�

�

�

1RWH�WKDW�WKH�))�VHQWHQFH�LV�SUHFHGHG�E\�1R��«��7KH�QHJDWLYH�SDUWLFOH�LQGLFDWHV�WKDW�WKH�VSHDNHU�
GHQLHV�WKH�WUXWK�RI�WKH�SUHYLRXV�VHQWHQFH��7KH�VXEVHTXHQW�))�VHQWHQFH�PDNHV�LW�FOHDU�ZKHUH�WKH�
IDOVLW\�OLHV��:KDW�WKH�VSHDNHU�GHQLHV�LV�WKH�LGHQWLW\�RI�WKH�LQGLYLGXDO�ZLWK�WKH�SURSHUW\�RI�EHLQJ�
LQGLYLGXDOLVW��7KH�SRVVLELOLW\�WR�XQDPELJXRXVO\�LGHQWLI\�WKH�IRFXV�PDNHV�LW�HDVLHU�WR�LQWHUSUHW�WKH�
VHQWHQFH�DV�D�FODULILFDWLRQ�RI�ZKDW�SDUW�RI�WKH�SUHYLRXV�VHQWHQFH�KDV�WR�EH�FRUUHFWHG��6WLOO��D�ORZ�
IRFXV�OLNH������LV�HTXDOO\�DFFHSWDEOH�LQ�WKLV�FRQWH[W��EHFDXVH�WKH�LQLWLDO�QHJDWLRQ�JLYHV�D�FXH�RI�WKH�
FRQWUDVWLQJ�IXQFWLRQ�RI�WKH�VXEVHTXHQW�VHQWHQFH���
�
����� 1R��LQGLYLGXDOLVWD�VRQR�,2��WX�����LQYHFH�VHL�HJRLVWD��
�������������QR���LQGLYLGXDOLVW���DP����,���\RX�LQVWHDG�DUH�VHOILVK�
������������µ1R��,�DP�LQGLYLGXDOLVW��\RX�DUH�MXVW�VHOILVK¶��
�

7KH�,WDOLDQ�H[DPSOH�EHORZ�VKRZV�D�FDVH�ZKHUH�WKH�FRQWUDVWHG�SURSRVLWLRQ�LV�LPSOLFLWO\�GHULYDEOH�
IURP�WKH�FRQWH[W��6RPH�IULHQGV�DUH�WDONLQJ�DERXW�WKH�,WDOLDQ�DFWRU�0DVVLPR�7URLVL��3UHYLRXVO\�LQ�WKH�
FRQYHUVDWLRQ��YDULRXV�ILOPV�KH�VWDUUHG�LQ�ZHUH�GLVFXVVHG��6RPH�SHRSOH�KDG�PDGH�SRVLWLYH�FRPPHQWV�
RQ�VXFK�PRYLHV��*,$�WKHQ�LQWURGXFHV�D�QHZ�ILOP��,O�SRVWLQR��:LWK�WKH�VXEVHTXHQW�XWWHUDQFH��
FRQWDLQLQJ�D�GHPRQVWUDWLYH�))�UHIHUULQJ�WR�,O�SRVWLQR��*,$�LQWHQGV�WR�FRPSDUH�WKDW�ILOP�ZLWK�WKH�
RWKHU�ILOPV�DOUHDG\�LQWURGXFHG�LQ�WKH�FRQYHUVDWLRQ��0RUH�SUHFLVHO\��ZLWK�WKH�))�VHQWHQFH��KH�LPSOLHV�
WKDW�KLV�DSSUHFLDWLRQ�RI�,O�SRVWLQR�FRQWUDVWV�SUHYLRXV�VWDWHPHQWV�RI�DSSUHFLDWLRQ�RI�GLIIHUHQW�PRYLHV�
PDGH�E\�RWKHU�VSHDNHUV��
�
����� LIDPFY���������
�����*,$��³,O�SRVWLQR´����&
HUD�7URLVL�"�
�������������µ³7KH�PDLOPDQ´«�:DV�7URLVL��VWDUULQJ��LQ�LW"¶��
������)$%��6u��
����������������µ<HV¶�
�������*,$��9HGL�����>48(//2@�PL�����������q��SLDFLXWR�GL�7URLVL��
����������������\RX�VHH�WKDW����������WR�PH�&/�LV�SOHDVHG��RI�7URLVL�
���������������µ6HH��LW�LV�7+$7�ILOP�RI�7URLVL¶V�WKDW�,�OLNHG¶�

�
1RWH�WKDW�LQ�WKLV�H[DPSOH��LI�WKH�IURQWLQJ�GLG�QRW�RFFXU��VHH������WKH�IRFXV�RI�WKH�VHQWHQFH�ZRXOG�
OLNHO\�EH�KHOG�WR�EH�WKH�ZKROH�93��PL�q�SLDFLXWR�TXHOOR��EHFDXVH�WKH�YHUE�SLDFHUH�µWR�EH�SOHDVLQJ¶�LV�
QRW�H[SOLFLWO\�JLYHQ�LQ�SUHYLRXV�GLVFRXUVH��7KH�IURQWLQJ�PDNHV�LW�FOHDU�WKDW�WKH�IRFXV�LV�MXVW�TXHOOR�
µWKDW¶��VR�LW�IRUFHV�WKH�OLVWHQHU�WR�ORRN�IRU�DQ�DQWHFHGHQW�RI�WKH�W\SH�µ,�OLNHG�[¶��DQG�FRQVHTXHQWO\�WR�
FRQWUDVW�WKDW��PRYLH��ZLWK�RWKHU�PRYLHV���
�
����� *,$��9HGL������PL������������q��SLDFLXWR�48(//2��GL�7URLVL���
���������������������\RX�VHH�WR�PH�&/�LV�SOHDVHG���WKDW�������RI�7URLVL�
��������������������µ6HH��,�OLNHG�7+$7�RQH�RI�7URLVL¶V¶�
�

$Q�H[DPSOH�RI�FRUUHFWLRQ�LV�JLYHQ�LQ�������,WDOLDQ���7KH�VSHDNHU�LV�FRUUHFWLQJ�D�VWDWHPHQW�VKH�
PDGH�HDUOLHU�LQ�WKH�FRQYHUVDWLRQ��6KH�WDONHG�DERXW�WKH�VSHFLDO�HYHQWV�WKDW�DQ�,QGLDQ�UHVWDXUDQW�RIIHUV�
RQ�GLIIHUHQW�GD\V�RI�WKH�ZHHN��DQG�VDLG�WKDW�RQ�6DWXUGD\�QLJKW�WKH�HYHQW�WKDW�ZLOO�WDNH�SODFH�LV�
KRURVFRSH�UHDGLQJ��7KHQ�WKH�FRQYHUVDWLRQ�IRFXVHG�RQ�KRURVFRSH�UHDGLQJ��DQG�DIWHU����H[FKDQJHV��
WKH�VSHDNHU�FRUUHFWV�WKDW�IRUPHU�VWDWHPHQW�E\�VD\LQJ�WKDW�LW�LV�WKH�IRUWXQH�WHOOHU�ZKR�LV�WKHUH�RQ�
6DWXUGD\��QRW�KRURVFRSH�UHDGLQJ��7KH�))�FRQVWUXFWLRQ�DOORZV�WKH�OLVWHQHU�WR�HDVLO\�UHFRYHU�WKH�
SURSRVLWLRQ�WKDW�KDV�WR�EH�FRUUHFWHG�±�WKDW�RQ�6DWXUGD\�WKHUH�LV�KRURVFRSH�UHDGLQJ�±�ZKLFK�ZDV�
XWWHUHG�IDU�EDFN�LQ�WKH�GLVFRXUVH���
��
����� LIDPFY����
��������������1R��VFXVDPL����>OD���&$5720$17(@����F
q��������L
�VDEDWR�����VHUD��
��������������QR�H[FXVH�PH���WKH�IRUWXQH�WHOOHU���WKHUH�LV���WKH�6DWXUGD\�QLJKW�
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�

�������������µ1R��VRUU\��RQ�6DWXUGD\�QLJKW�WKHUH�LV�D�IRUWXQH�WHOOHU¶�
�

$QRWKHU�H[DPSOH�RI�FRUUHFWLRQ�LV�JLYHQ�EHORZ��VWLOO�LQ�,WDOLDQ��7KH�))�LV�D�WHPSRUDO�QRXQ�
SKUDVH��JLRYHGu�µ7KXUVGD\¶��)5$�FRUUHFWV�3$2¶V��LQ�WKLV�FDVH��H[SOLFLW��DVVXPSWLRQ�WKDW�)5$�KDV�
DOUHDG\�VWDUWHG�ZRUNLQJ�DW�WKH�OLEUDU\���

�
����� LIDPGO����
�������3$2��0D�WH�RJJL�F
�KD
�IDWWR�"�6H
�VWDWD�TXL�"�>���@$K��W
�KD�FRPLQFLDWR�DOOD�1D]LRQDOH��
����������������µ%XW�ZKDW�GLG�<28�GR�WRGD\"�:HUH�\RX�KHUH"¶�>«@�$K��\RX�VWDUWHG�LQ�WKH�6WDWH�OLEUDU\�¶�
�������)5$��*LRYHGu��>*,29('Î@�FRPLQFLR���
�����������������7KXUVGD\�7KXUVGD\��,�VWDUW�
�����������������µ,W¶V�RQ�7KXUVGD\��LW¶V�RQ�7KXUVGD\�WKDW�,¶OO�VWDUW¶�
�
3$2�ZDQWV�WR�NQRZ�ZKDW�)5$�GLG�RQ�WKDW�GD\��DQG�DIWHU�DVNLQJ�D�GLUHFW�TXHVWLRQ��0D�WH�RJJL�F
�KD
�
IDWWR�"�µ%XW�ZKDW�GLG�<28�GR�WRGD\"¶���VKH�JXHVVHV�DQ�DQVZHU�E\�VD\LQJ�WKDW�)5$�VWDUWHG�WR�ZRUN�DW�
WKH�6WDWH�OLEUDU\��)5$�LV�H[SHFWHG�WR�VD\�ZKDW�VKH�GLG�RQ�WKDW�GD\��DQG�LQ�SDUWLFXODU�WR�FRQILUP�
ZKHWKHU�VKH�VWDUWHG�WR�ZRUN�DW�WKH�OLEUDU\�RU�QRW��,PDJLQH�QRZ�WKDW�)5$¶V�UHSO\�ZDV�������ZLWK�D�
ORZ�IRFXV���
�
����� )5$��&RPLQFLR�*,29('Î��
�����������������������,�VWDUW�����7KXUVGD\�
����������������������µ,¶OO�VWDUW�RQ�7KXUVGD\¶�
�
7KH�VHQWHQFH�ZRXOG�EH�LQWHUSUHWHG�DV�IXOO\�IRFXVHG��EHFDXVH�D�IRFXV�YDOXH�OLNH�µ,�VWDUW�RQ�GD\�[¶�LV�
QRW�JLYHQ�LQ�SULRU�GLVFRXUVH��%XW�D�IXOO\�IRFXVHG�VHQWHQFH�ZRXOG�VRXQG�SUDJPDWLFDOO\�RGG��EHFDXVH�
WKH�LQIRUPDWLRQ�µ,¶P�VWDUWLQJ�WR�ZRUN�RQ�7KXUVGD\¶�LV�QRW�DQ�DQVZHU�WR�µ:KDW�GLG�\RX�GR�WRGD\"¶��
7KH�VHQWHQFH�LQ������PD\�EH�LQWHUSUHWHG�DV�QDUURZ�IRFXVHG��DQG�WKHUHIRUH�EH�PRUH�FRKHUHQW��LI�LW�LV�
SUHFHGHG�E\�D�QHJDWLRQ��1R��FRPLQFLR�JLRYHGu���,Q�IDFW��WKH�QHJDWLRQ�GHQLHV�WKH�FRUUHFWQHVV�RI�
3$2¶V�FRQMHFWXUH��VR�WKH�VXEVHTXHQW�VHQWHQFH�LV�XQGHUVWRRG�DV�D�FODULILFDWLRQ�RI�ZKHUH�WKH�PLVWDNH�
OLHV��,Q�������WKH�IRFXV�LV�XQDPELJXRXVO\�µ7KXUVGD\¶�WKDQNV�WR�WKH�))�FRQVWUXFWLRQ��VR�3$2�NQRZV�
WKDW�VKH�KDV�WR�ORRN�IRU�DQ�DQWHFHGHQW�RI�WKH�W\SH�µ)5$�VWDUWV�ZRUNLQJ�RQ�GD\�[¶��DQG�KHQFH�VKH�FDQ�
PDNH�WKH�LQIHUHQFH�WKDW�)5$¶V�UHSO\�LV�LQWHQGHG�WR�RSSRVH�µ7KXUVGD\¶�DJDLQVW�µWRGD\¶��QDPHO\�WKDW�
)5$�LV�QRW�FRQILUPLQJ�KHU�FRQMHFWXUH�DQG�LV�IXUWKHU�VSHFLI\LQJ�ZKHUH�WKH�PLVWDNH�OLHV���
�
����([DPSOHV�RI�XQH[SHFWHG�LQIRUPDWLRQ�
�
7KH�OLWHUDWXUH�UHFRJQL]HV�WKH�SUDJPDWLF�IXQFWLRQ�RI�D�))�LQ�WKH�IDFW�WKDW�LW�FRQWUDVWV�LWV�YDOXH�ZLWK�
DQRWKHU�YDOXH�SUHVHQW�LQ�WKH�FRQWH[W��DV�VHHQ�LQ�WKH�SUHFHGLQJ�SDUDJUDSK��:H�KDYH�VHHQ�WKDW�D�))�LV�
LQGHHG�XVHIXO�LQ�FRQWUDVWLYH�FRQWH[WV�EHFDXVH�LW�KHOSV�WR�UHFRJQL]H�WKH�FRQWUDVWLQJ�IXQFWLRQ�RI�WKH�
IRFXV��FI��IRU�LQVWDQFH������+RZHYHU��LQ�VRPH�FDVHV�WKH�FRQWUDVWLYH�HIIHFW�PD\�EH�HDVLO\�
UHFRJQL]DEOH�HYHQ�ZLWK�D�ORZ�IRFXV��FI�������$�FRQWUDVWLYH�LQWHUSUHWDWLRQ�LV�WKHQ�QRW�QHFHVVDULO\�WLHG�
WR�WKH�IURQWHG�SRVLWLRQ�RI�WKH�IRFXV��2Q�WKH�RWKHU�KDQG��LQ�WKH�VHW�RI�FRQWH[WV�WKDW�,�DP�JRLQJ�WR�
SUHVHQW��WKH�SUDJPDWLF�HIIHFW�LV�QRW�YLVLEOH�XQOHVV�WKH�IRFXV�LV�IURQWHG��,Q�WKHVH�FRQWH[WV��WKH�
GLVFRXUVH�IXQFWLRQ�RI�WKH�IRFXV�LV�VWLOO�FRQWUDVWLYH��EXW�WKH�IRFXV�FRQWUDVWV�D�EHOLHI�VKDUHG�DPRQJ�WKH�
LQWHUORFXWRUV��WDNHQ�IURP�WKHLU�VKDUHG�NQRZOHGJH�RI�WKH�ZRUOG��NQRZOHGJH�RI�KRZ�WKLQJV�DUH��RI�KRZ�
D�FHUWDLQ�HYHQW�RFFXUV��RI�WKH�SURSHUWLHV�WKDW�D�FHUWDLQ�HQWLW\�KDV��HWF����6LQFH�WKH�DQWHFHGHQW�RI�WKH�
IRFXV�YDULDEOH�LV�QRW�LQ�WKH�GLVFRXUVH�FRQWH[W��LI�WKH�IRFXV�LV�QRW�IURQWHG��WKH�OLVWHQHU�FDQQRW�HDVLO\�
LGHQWLI\�LWV�DQWHFHGHQW��,I�WKH�IRFXV�LV�IURQWHG��WKH�DQWHFHGHQW�LV�LGHQWLILDEOH�LQGHSHQGHQWO\�IURP�WKH�
FRQWH[W��VR�LQ�WKH�DEVHQFH�RI�DQ�DQWHFHGHQW�LQ�WKH�FRQWH[W��WKH�OLVWHQHU�ZLOO�ORRN�IRU�LW�HOVHZKHUH��DQG�
SUHFLVHO\�LQ�WKH�LQWHUORFXWRUV¶�FRPPRQ�JURXQG��

*LYHQ�WKDW�WKH�))�LQ�WKHVH�FDVHV�LV�LQ�FRQWUDVW�ZLWK�VKDUHG�NQRZOHGJH�DPRQJ�WKH�LQWHUORFXWRUV��
WKH�LQIRUPDWLRQ�SURYLGHG�E\�WKH�IRFXV�LV�IHOW�WR�EH�XQH[SHFWHG����&RQVLGHU�DJDLQ������UHSHDWHG�EHORZ��
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DYHV�DQG�DFWV�LQ�WKH�VDPH�ZD\�>«@��WKDW�LV��RQ�VHW�KH�FDQ�RQO\�EH�WKDW�ZD\�>«@¶�
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�����������µ$QG�KLV�VWURQJ�SRLQW�LV�7+$7¶�
�
:LWK�D�))�FRQVWUXFWLRQ��RQ�WKH�FRQWUDU\��WKH�IRFXV�YDOXH�LV�QHFHVVDULO\�µKLV�VWURQJ�SRLQW�LV�[¶��VR�LI�
WKH�FRQWH[W�GRHV�QRW�SURYLGH�DQ�DQWHFHGHQW�RI�WKDW�VRUW��WKH�OLVWHQHU�ZLOO�ORRN�IRU�LW�DPRQJ�WKH�EHOLHIV�
VKDUHG�E\�WKH�LQWHUORFXWRUV��LQ����VXFK�D�EHOLHI�LV�RI�WKH�W\SH��µ+LV�VWURQJ�SRLQW�DV�DQ�DFWRU�LV�WR�EH�
DEOH�WR�SHUIRUP�PDQ\�GLIIHUHQW�FKDUDFWHUV¶���7KH�IDFW�WKDW�WKH�DQWHFHGHQW�LV�SDUW�RI�WKH�LQWHUORFXWRUV¶�
VKDUHG�NQRZOHGJH�JLYHV�ULVH�WR�XQH[SHFWHGQHVV���

)XUWKHU�H[DPSOHV�RI�))V�LQWURGXFLQJ�XQH[SHFWHG�LQIRUPDWLRQ�ZLOO�EH�JLYHQ�LQ�VHFWLRQ����ZKHUH�
GLIIHUHQW�W\SHV�RI�))�OLQJXLVWLF�REMHFWV�DUH�SUHVHQWHG����
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������HWF���WKDW�D�))�FDQQRW�DQVZHU�D�ZK�TXHVWLRQ��7KH�H[SODQDWLRQ�JLYHQ�LV�WKDW�D�))�LV�LQKHUHQWO\�
FRQWUDVWLYH��,Q�%UXQHWWL��������������,�SURYLGH�VRPH�HYLGHQFH�WKDW�WKH�FRQWUDVWLYH�LQWHUSUHWDWLRQ�RI�D�
))�IRFXV�LV�QRW�REOLJDWRU\��$V�WKH�GDWD�EHORZ�IXUWKHU�VKRZ��WKH�SUREOHP�LV�QRW�WKDW�D�))�DQVZHUV�D�
TXHVWLRQ��EXW�WKDW�LW�DQVZHUV�DQ�LPPHGLDWHO\�SUHFHGLQJ�TXHVWLRQ��,I�WKH�TXHVWLRQ�LV�IDU�EDFN�LQ�WKH�
GLVFRXUVH�RU�LW�LV�LPSOLFLW��QRW�RQO\�LW�LV�SRVVLEOH��EXW�HYHQ�UHTXLUHG��WKDW�WKH�DQVZHU�EH�D�))�
VHQWHQFH��,Q�IDFW��WKH�))�FRQVWUXFWLRQ�KHOSV�WR�ILQG�WKH�DQWHFHGHQW�RI�WKH�IRFXV�YDULDEOH��WKH�
TXHVWLRQ��E\�SURYLGLQJ�WKH�H[DFW�H[WHQVLRQ�RI�WKH�IRFXV���
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RQ�79��6KH�VWDUWV�KHU�VWRU\�E\�VD\LQJ�WKDW�VKH�KHDUG�VRPHRQH�VD\LQJ�D�IXQQ\�WKLQJ��EXW�VKH�GRHV�QRW�
UHFDOO�ZKR�WKLV�SHUVRQ�ZDV��6KH�KHVLWDWHV�WU\LQJ�WR�UHPHPEHU��DQG�HYHQWXDOO\�XWWHUV�WKH�))�VHQWHQFH�
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�
����� LIDPFY���
����������D��/¶�KR�VHQWLWR�DOOD�WHOHYLVLRQH�GD�XQR����RUD�QRQ�PL�ULFRUGR�FRPH�VL�FKLDPD����µQVRPPD�����



�

�

�

��������������µ,�KHDUG�LW�VDLG�RQ�79�E\�D�JX\����QRZ�,�GRQ¶W�UHPHPEHU�KLV�QDPH«�DQ\ZD\«�
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VHQWHQFH��WKH�OLVWHQHUV�XQGHUVWDQG�WKDW�WKH�VSHDNHU�ZDQWV�WR�VD\�ZKR�WKLV�SHUVRQ�LV��EXW�LV�KHVLWDWLQJ�
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GLVFRXUVH�VHJPHQW��IDPPL�YHGHUH�TXDQWL�QH�VHUYRQR�µOHW�PH�VHH�KRZ�PDQ\�ZH�QHHG¶���)LYH�
H[FKDQJHV�IROORZ�EHWZHHQ�WKH�ZRPDQ�DQG�WKH�JROGVPLWK��$1'���DIWHU�ZKLFK�VKH�DQVZHUV�KHU�RZQ�
IRUPHU�TXHVWLRQ�ZLWK�D�))�VHQWHQFH��7KH�IRFXV�IURQWLQJ�DOORZV�WKH�OLVWHQHU�WR�LQWHUSUHW�WKH�VHQWHQFH�
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FRQYHUVDWLRQ�VHJPHQW�E\�FRPPHQWLQJ�RQ�WKH�LPSRUWDQFH�RI�KDYLQJ�OHLVXUH�DFWLYLWLHV��7KH�WZR�
VSHDNHUV�WKHQ�VWDUW�WDONLQJ�DERXW�ZKDW�DFWLYLW\�WKH\�FRXOG�GR�DIWHU�WKHLU�DHURELFV�FODVV�HQGV��$IWHU�
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WDONLQJ�DERXW�WKH�EXLOGLQJ�ZRUN��OD�REUD���DQG�VLQFH�WKH�LQWHUORFXWRUV�NQRZ�WKDW�WKLV�ZRUN�LV�EHLQJ�
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��������������������µ<HV��ZH�DUH�RQ�LW�DOUHDG\¶�
�����������5,&��>&2&,1$@�LEDLV������������������D�KDFHU��QR�"��
��������������������NLWFKHQ���\RX�ZHUH�JRLQJ�WR�GR�������QR�
�������������������µ,W¶V�WKH�NLWFKHQ�\RX�DUH�JRLQJ�WR�UHPDNH��ULJKW"¶�
�

,Q�WKH�,WDOLDQ�H[DPSOH�LQ�������WKH�FRQYHUVDWLRQ�WDNHV�SODFH�RQH�PRUH�WLPH�DW�WKH�JROGVPLWK¶V�
DWHOLHU�DQG�$1'��WKH�JROGVPLWK��LV�GHVFULELQJ�WR�D�ZRUNHU�KRZ�WKH�MHZHO�KDV�WR�EH�FXW��$1'�ZDQWV�
WR�SRLQW�RXW�WKDW�WKH�IDFHWLQJ�RQ�WKH�MHZHO�GRHV�QRW�KDYH�WR�EH�RQ�WKH�HQWLUH�VXUIDFH��EXW�WKH�ORZHU�
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SDUW�KDV�WR�EH�VPRRWK��'20¶V�XWWHUDQFH�LV�IRU�'20�WR�FKHFN�ZKHWKHU�KH�XQGHUVWRRG�FRUUHFWO\��
0RUH�SUHFLVHO\��'20�DVNV�IRU�FRQILUPDWLRQ�DERXW�WKH�SODFH�ZKHUH�WKH�IDFHWLQJ�KDV�WR�EH�GRQH��7KH�
LPSOLFLW�TXHVWLRQ�LV�WKHQ�RI�WKH�W\SH�µ:KHUH�GRHV�WKH�IDFHWLQJ�KDYH�WR�EH�GRQH"¶��
�
����� LIDPFY����������
�����$1'��3RL�TXL��QRQ�OLVFLR��DG�HVHPSLR��TXL�XQD�OLPDWD��XQD�VIDFFHWWDWXUD��FRPH�TXHVWD�>���@�TXL��
XQD�OLPDWD��FLRq��SDUWLUH�OLVFLR�����
��������������µ7KHQ�KHUH��QRW�VPRRWK��IRU�LQVWDQFH��KHUH�\RX�ILOH�LW��\RX�PDNH�D�IDFHW��OLNH�WKLV�RQH�>«@�
KHUH��D�ILOLQJ��WKDW�LV��VWDUWLQJ�VPRRWK«¶�
�����'20��$K��>VROR�VXO����%$662@�LQL]LDQR�DG�HVVHUFL����OH���VIDFFHWWDWXUH"�
����������������DK����RQO\�RQ�WKH�ORZ������VWDUW������WR���EH�WKHUH��WKH�IDFHWV�
���������������µ$K��VR�LW¶V�RQO\�LQ�WKH�ORZHU�SDUW�WKDW�WKH�IDFHWLQJ�EHJLQV«"¶�

�
,Q�KLV�DQDO\VLV�RI�))�FRQVWUXFWLRQV�LQ�6HUER�&URDW��$OEDQLDQ�DQG�0RGHUQ�*UHHN��0DWLü��������

SURSRVHV�WKDW�IRFXV�LQ�WKH�PDMRULW\�RI�))�VHQWHQFHV�HYRNHV�D�ELQDU\�VHW�RI�DOWHUQDWLYHV��+H�DOVR�
DUJXHV�WKDW�FHUWDLQ�SKUDVHV�VXFK�DV�TXDQWLI\LQJ�SKUDVHV��VHQWHQFH�DGYHUELDOV�RI�SRODULW\��µRQO\¶�
SKUDVHV��JLYHQ�WKHLU�LQWULQVLF�PHDQLQJ��WULJJHU�D�ELQDU\�VHW�RI�DOWHUQDWLYHV�ZKHQ�IRFXVHG��$�
FRQILUPDWLRQ�\�Q�TXHVWLRQ�LV�DQRWKHU�FDVH�ZKHUH��IRU�0DWLü��IRFXV�LV�LQKHUHQWO\�ELQDU\��WKH�WZR�
DOWHUQDWLYHV�DUH�WKH�VHQWHQFH�ZLWK�))��DQG�LWV�FRXQWHUSDUW�ZLWK�RSSRVLWH�SRODULW\��,I�0DWLü�ZHUH�ULJKW��
WKHQ�WKH�DQWHFHGHQW�RI�WKH�FRQILUPDWLRQ�))�VHQWHQFH�ZRXOG�QRW�EH�D�ZK�TXHVWLRQ�EXW�UDWKHU�WKH�
SURSRVLWLRQ�ZLWK�RSSRVLWH�SRODULW\��,�DUJXH�LQVWHDG�WKDW�ZKHQ�D�\�Q�TXHVWLRQ�KDV�D�QDUURZ�IRFXV��WKH�
VSHDNHU�GRHV�QRW�VLPSO\�ZDQW�WR�NQRZ�ZKHWKHU�KHU�DVVHUWLRQ�RU�WKH�RQH�ZLWK�RSSRVLWH�SRODULW\�LV�
FRUUHFW��EXW�DOVR�ZKDW�WKH�YDOXH�RI�WKH�IRFXV�LV�LQ�FDVH�KHU�DVVHUWLRQ�LV�QRW�FRUUHFW��,Q�RWKHU�ZRUGV��
ZKDW�WKH�VSHDNHU�LV�UHDOO\�GRLQJ�LV�DVNLQJ�DQ�LPSOLFLW�ZK�TXHVWLRQ�DQG�DW�WKH�VDPH�WLPH�WU\LQJ�WR�
JXHVV�D�SRVVLEOH�DQVZHU��$V�IRU�WKH�RWKHU�FDVHV�WKDW�0DWLü�PHQWLRQV��,�RQO\�FRQVLGHU�VHQWHQFHV�ZLWK�
IRFXV�RQ�WKH�SRODULW\�DV�WUXO\�ELQDU\��7KH\�ZLOO�EH�GLVFXVVHG�LQ�SDU��������
�
�
��7\SHV�RI�))V�

�
,Q�WKH�FRUSXV�GDWD�,�KDYH�FROOHFWHG��))V�WHQG�WR�EH�OLQJXLVWLF�H[SUHVVLRQV�ZLWK�FHUWDLQ�FKDUDFWHULVWLFV��
$�FODVVLILFDWLRQ�RI�WKH�H[SUHVVLRQV�SUHIHUDEO\�RFFXUULQJ�LQ�D�IURQWHG�SRVLWLRQ�LV�SUHVHQWHG�EHORZ��,�
IROORZ�UDWKHU�FORVHO\�WKH�FODVVLILFDWLRQ�GRQH�E\�0DWLü��������IRU�KLV�VWXG\�RI�))V�LQ�6HUER�&URDW��
$OEDQLDQ�DQG�0RGHUQ�*UHHN��DOWKRXJK�P\�FODVVLILFDWLRQ�LV�VKRUWHU�DQG�OHVV�GHWDLOHG����$OVR��,�KDYH�
DGGHG�SRLQW�H��ZKLFK�LV�QRW�SUHVHQW�LQ�0DWLü¶V�OLVW��))V�ZLWK�DGGLWLYH�SDUWLFOHV�DUH�LQ�IDFW�ODUJHO\�
SUHVHQW�LQ�P\�GDWD��DV�DOUHDG\�REVHUYHG�LQ�%UXQHWWL��������
�
����� D��4XDQWLILHG�H[SUHVVLRQV��
������������E��3UHGLFDWLYHV�RI�TXDOLILFDWLRQ�

������F��'HPRQVWUDWLYH�SURQRXQV�
������G��)RFDO�H[SUHVVLRQV�DVVRFLDWHG�ZLWK�µRQO\¶�DQG�µMXVW�SUHFLVHO\¶�

������������H��)RFDO�H[SUHVVLRQV�DVVRFLDWHG�ZLWK�µDOVR�HYHQ�QRW�HYHQ¶�
�
7KH�SUHVHQFH�RI�WKH�OLQJXLVWLF�H[SUHVVLRQV�OLVWHG�LQ������ZLOO�EH�H[SODLQHG�RQ�WKH�EDVLV�RI�WKH�
SUDJPDWLF�IXQFWLRQV�RI�))V��FRQWUDVW�FRUUHFWLRQ��XQH[SHFWHG�LQIRUPDWLRQ��DQVZHULQJ�D�TXHVWLRQ����
�
�����4XDQWLILHG�H[SUHVVLRQV�
�
(LJKW�FDVHV�RI�IURQWHG�TXDQWLILHUV�DUH�SUHVHQW�LQ�,WDOLDQ�DQG�WZR�LQ�6SDQLVK��7KH�WZR�6SDQLVK�
VHQWHQFHV�KDYH�D�SDUWLFXODU�FKLDVPXV�VWUXFWXUH�DQG�ZLOO�EH�GLVFXVVHG�DSDUW��SDU����������
,WDOLDQ�TXDQWLILHUV�DUH�WXWWL�µDOO¶�DQG�QHVVXQR�µQRERG\¶��DQG�VL[�RXW�RI�WKH�HLJKW�H[DPSOHV�DUH�
VXEMHFWV��:H�FDQ�DVVXPH�WKDW�LQ�,WDOLDQ�DQG�6SDQLVK��GHVSLWH�WKH�ZRUG�RUGHU�IUHHGRP�WKDW�
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FKDUDFWHUL]HV�WKHVH�ODQJXDJHV��VXEMHFWV�WHQG�WR�VWD\�LQ�D�SUHYHUEDO�SRVLWLRQ�ZKHQHYHU�SRVVLEOH��
+RZHYHU��D�SUHYHUEDO�VXEMHFW�SRVLWLRQ�LV�LQWHUSUHWHG��LQ�PRVW�FRQWH[WV��DV�D�WRSLF�SRVLWLRQ��VHH�
EHJLQQLQJ�RI�SDU������&RQVLGHULQJ�WKDW�QRQ�UHIHUHQWLDO�H[SUHVVLRQV�VXFK�DV�µDOO¶�DQG�µQRERG\¶�DUH�QRW�
SRVVLEOH�WRSLFV��LW�FRXOG�EH�WKH�FDVH�WKDW�TXDQWLILHG�VXEMHFWV�DUH�PRUH�DFFHSWDEOH�LQ�D�SUHYHUEDO�
SRVLWLRQ�EHFDXVH�WKH\�FDQQRW�SRVVLEO\�EH�PLVWDNHQ�IRU�WRSLFV����

0RUH�JHQHUDOO\��,�SURSRVH�WKDW�IRFXVHG�TXDQWLILHUV�WKDW�H[SUHVV�DQ�H[WUHPH�YDOXH�LQ�D�VFDOH�RI�
TXDQWLWLHV��VXFK�DV�µDOO¶�DQG�µQRERG\¶��DUH�IUHTXHQWO\�IURQWHG�EHFDXVH�WKH\�SURYLGH�XQH[SHFWHG�
LQIRUPDWLRQ��7KH�DOWHUQDWLYH�VHW�LQWURGXFHG�ZKHQ�WKH�IRFXV�LV�D�TXDQWLILHU�LV�D�VHW�RI�TXDQWLWLHV��)RU�
LQVWDQFH��IRFXV�RQ�µDOO¶�LQWURGXFHV�DQ�DOWHUQDWLYH�VHW�RI�WKH�W\SH��^DOO��VRPH��IHZ��RQH��HWF�`��:KHQ�
WKH�DQWHFHGHQW�LV�QRW�JLYHQ�LQ�WKH�GLVFRXUVH��WKH�OLVWHQHU�ORRNV�IRU�DQ�DQWHFHGHQW�LQ�WKH�LQWHUORFXWRUV¶�
VKDUHG�NQRZOHGJH��7KH�DQWHFHGHQW�LV�D�TXDQWLW\�WKDW�LV�H[SHFWHG��EHFDXVH�LW�LV�SDUW�RI�WKH�VKDUHG�
NQRZOHGJH��,I�WKH�))�LV�µDOO¶�RU�µQRERG\¶��WKH�TXDQWLW\�ZLOO�EH��UHVSHFWLYHO\��ORZHU�DQG�KLJKHU�LQ�D�
VFDOH�RI�TXDQWLWLHV�WKDQ�WKH�H[WUHPH�YDOXH�H[SUHVVHG�E\�WKH�IRFXVHG�TXDQWLILHU��DQG�WKDW�H[WUHPH�
YDOXH�LV�LQWHUSUHWHG�WR�EH�XQH[SHFWHG�ZLWK�UHVSHFW�WR�WKH�TXDQWLW\�DVVXPHG�E\�WKH�LQWHUORFXWRUV�DV�
DQWHFHGHQW����

6RPH�H[DPSOHV�DUH�JLYHQ�EHORZ��,Q�WKH�,WDOLDQ�RQH�LQ�������WKH�VSHDNHU�VD\V�WKDW�KLV�SURIHVVRU�RI�
SK\VLFV�ZDV�YHU\�JRRG��+H�DOVR�VD\V�WKDW�WKH�SURIHVVRU�XVHG�WR�JLYH�YHU\�ORZ�JUDGHV��7KHQ�KH�VWDWHV�
ZLWK�D�))�VHQWHQFH�WKDW�QRQH�RI�WKH�VWXGHQWV�ZHUH�DJDLQVW�KLP��6XFK�D�VWDWHPHQW�LV�XQH[SHFWHG��
EHFDXVH�VWXGHQWV�XVXDOO\�GLVOLNH�SURIHVVRUV�ZKR�JLYH�ORZ�JUDGHV��6R�WKH�LPSOLFLW�DVVXPSWLRQ�DW�WKH�
PRPHQW�RI�WKH�XWWHUDQFH��VKDUHG�E\�WKH�LQWHUORFXWRUV�JLYHQ�WKHLU�ZRUOG�NQRZOHGJH��LV�WKDW�DOO�RU�DW�
OHDVW�VRPH�VWXGHQWV�ZHUH�DJDLQVW�WKH�SURIHVVRU��:KDW�LV�SDUWLFXODUO\�XQH[SHFWHG�LV�WKH�IDFW�WKDW�
DPRQJ�WKH�VWXGHQWV�QRQH�±�WKDW�LV��WKH�VPDOOHVW�SRVVLEOH�DPRXQW�LQ�D�VFDOH�RI�TXDQWLWLHV�±�ZDV�
DJDLQVW�WKH�SURIHVVRU��
�
����� LIDPFY���
������D��,R�KR�DYXWR�XQ�SURIHVVRUH�EUDYLVVLPR�GL�ILVLFD�>���@��H�OXL�HUD�YHUDPHQWH�EUDYR�>���@�H�
����������LQIDWWL��QRQRVWDQWH�OD�EDVVH]]D�GHL�YRWL�FKH�PHWWHYD�>���@��
���������µ,�KDG�D�YHU\�JRRG�SK\VLFV�SURIHVVRU�>«@�DQG�KH�ZDV�UHDOO\�JRRG�>«@�DQG�LQ�IDFW��GHVSLWH�KLV�
����������ORZ�JUDGHV�>«@�
�����E��>1(66812@�FH�O
�������DYHYD�FRQ�OXL�
����������QRERG\����&/�LW�&/�KDG����ZLWK�KLP�
���������µ1RERG\�KDG�LW�LQ�IRU�WKDW¶�
�

,Q�WKH�,WDOLDQ�H[DPSOH�LQ�������WKH�VSHDNHU�LV�FRQWUDVWLQJ�D�VKDUHG�EHOLHI�WKDW�PHQ�XVXDOO\�WU\�WR�
KRRN�XS�ZLWK�\RXQJ��SUHWW\�ZRPHQ��&XEDQ�PHQ��WKH�VSHDNHU�VD\V��WU\�WR�KRRN�XS�ZLWK�ZRPHQ�RI�
DQ\�NLQG��7KH�DQWHFHGHQW�LV�QRW�H[SOLFLWO\�JLYHQ�LQ�WKH�GLVFRXUVH��EXW�LV�FOHDUO\�UHFRYHUDEOH�IURP�WKH�
LQWHUORFXWRUV�VKDUHG�NQRZOHGJH�RI�WKH�ZRUOG��DQG�LW�LV�DOVR�KLQWHG�DW�E\�ZKDW�WKH�VSHDNHU�VD\V�
EHIRUH��QDPHO\�WKDW�&XEDQ�PHQ�WU\�WR�KRRN�XS�ZLWK�IRUHLJQ�PLGGOH�DJHG�ZRPHQ��1RWH�WKDW�ORUR�
µWKH\¶�LV�QRW�SDUW�RI�WKH�))��EXW�LV�D�SUH�IRFDO�OHIW�GLVORFDWHG�VXEMHFW���
�
����� LIDPGO����
����������D��&RVu�IDQQR�JOL�RPLQL�FXEDQL�FRQ�OH�VLJQRUH�LWDOLDQH���
�������������µ$QG�VR�GR�&XEDQ�PHQ�ZLWK�,WDOLDQ�ODGLHV¶�
����������E��>���@�OH�VWUDQLHUH�G
�XQD�FHUWD�HWj��FKH�OH�YDQQR�Ou���
���������������������µPLGGOH�DJH�IRUHLJQHUV�ZKR�JR�WKHUH�¶�
����������F��ORUR�>FRQ�7877,@�����������SURYDQR��FDSLWR��
��������������WKH\�ZLWK�HYHU\ERG\���WU\���������XQGHUVWRRG�
�������������µ7KH\�WU\��WR�KRRN�XS��ZLWK�$1<%2'<��\RX�NQRZ¶�

�
7KH�,WDOLDQ�H[DPSOH�LQ������LV�WDNHQ�IURP�D�PHHWLQJ�RI�WKH�FLW\�FRXQFLO��7KH�VSHDNHU�LV�D�FRXQFLO�

PHPEHU�ZKR�LV�LQYLWLQJ�WKH�RWKHU�PHPEHUV�WR�YRWH�DJDLQVW�D�FHUWDLQ�SURSRVLWLRQ��+H�ILUVW�XVHV�DQ�
LPSHUVRQDO�FRQVWUXFWLRQ��ELVRJQD�YRWDU�FRQWUDULR�µLW�LV�QHFHVVDU\�WR�YRWH�DJDLQVW¶���DQG�WKHQ�KH�
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PDNHV�FOHDU�WKDW�KH�GRHV�QRW�PHDQ�WKDW�RQO\�KLV�SDUW\�PHPEHUV�KDYH�WR�YRWH�DJDLQVW��EXW�UDWKHU�WKDW�
HYHU\ERG\�KDV�WR��DV�WKH�SURSRVLWLRQ�LV�EDG�QRW�MXVW�IURP�WKH�SRLQW�RI�YLHZ�RI�KLV�SROLWLFDO�YLHZV��EXW�
IURP�DQ\�SHUVSHFWLYH��:LWK�WKH�))�VHQWHQFH�WKH�VSHDNHU�LQWHQGV�WR�FRQWUDVW�D�SRWHQWLDO�LPSOLFLW�EHOLHI�
WKDW�KH�ZDV�RQO\�VSHDNLQJ�IRU�KLV�SDUW\�PHPEHUV��%\�VD\LQJ�WKDW�KLV�LQYLWDWLRQ�WR�YRWH�DJDLQVW�LV�QRW�
D�PDWWHU�RI�SROLWLFDO�FRORU����E���WKH�VSHDNHU�LV�VXJJHVWLQJ�WKDW�KH�LV�FRQWUDVWLQJ�WKDW�SRWHQWLDO�
LPSOLFLW�EHOLHI��ZKLFK�FRQVWLWXWHV�WKH�DQWHFHGHQW�IRU�WKH�IRFXV�YDULDEOH�LQ����F����
�
����� LSXEFY����
�����������D��,R�SHQVR�ELVRJQD����������YRWDU����FRQWUDULR��D�TXHVWR�SXQWR���
���������������,�WKLQN����LW�LV�QHFHVVDU\�WR�YRWH�DJDLQVW�����DW�WKLV����SRLQW�
������������E��PD�PD�QRQ�q�XQD�TXHVWLRQH�GL�SROLWLFD��GL�FRORUH��HK"��
���������������EXW��EXW�QRW�LV�D�����PDWWHU�����RI�SROLWLFV����RI�FRORU��
������������F��>7XWWL��48$17,@�GREELDPR�YRWDU�FRQWUDULR��
������������������DOO����DV�PDQ\��ZH�PXVW���WR�YRWH�DJDLQVW�
µ,�WKLQN�ZH�KDYH�WR�YRWH�DJDLQVW��DW�WKLV�SRLQW��EXW�LW¶V�QRW�D�PDWWHU�RI�SROLWLFDO�FRORXU��\RX�VHH"�
(9(5<%2'<�KDV�WR�YRWH�DJDLQVW¶�
�

4XDQWLILHUV�PD\�DOVR�EH�XVHG�LQ�FRQWUDVWLYH�FRQWH[WV��$Q�H[DPSOH�LV�������VWLOO�,WDOLDQ���7KH�))�
VHQWHQFH�KDV�D�FRQWUDVWLQJ�DOWHUQDWLYH�LQ�WKH�GLVFRXUVH��ZKHQ�0,&�VD\V��µ,�KDYH�WR�LPSRVH�P\�LGHDV¶��
0$5¶V�))�VHQWHQFH�LV�LQ�FRQWUDVW�ZLWK�WKDW�VWDWHPHQW��,Q�SDUWLFXODU��WKH�VXEMHFW�RJQXQR�µHYHU\ERG\¶�
LV�LQ�FRQWUDVW�ZLWK�LR�µ,¶��QDPHO\�WKH�VSHDNHU�FKDOOHQJHV�WKH�LQWHUORFXWRU¶V�VWDWHPHQW�E\�VD\LQJ�WKDW�LW�
LV�QRW�KLP�DORQH�ZKR�ZDQWV�WR�LPSRVH�KLV�LGHDV��EXW�HYHU\ERG\���
�
����� LIDPGO�����
������0,&���Ê�FKLDUR��SHUFKp�LR�GHYR�LPSRUUH�OH�PLH�LGHH�>���@�VH�FUHGR�QHOOH�PLH�LGHH� � �
����������������µ2I�FRXUVH��DV�,�KDYH�WR�LPSRVH�P\�LGHDV�>«@�LI�,�EHOLHYH�LQ�P\�LGHDV¶�
������0$5��>2*1812@�YXROH�LPSRUUH�����OH��VXH�LGHH��SHUz����
�����������������HDFK�RQH��ZDQWV�WR�LPSRVH���WKH�KLV�LGHDV�EXW�
����������������µ$1<21(�ZDQWV�WR�LPSRVH�WKHLU�RZQ�LGHDV��EXW���¶�
�

0DWLü��������JLYHV�DOVR�H[DPSOHV�RI�FRPSDUDWLYH�DQG�PHWDSKRULFDO�TXDQWLILFDWLRQ��VXFK�DV�µOLNH�
D�WKXQGHU¶��µLQ�ZDYHV¶�HWF��,�KDYH�QRW�IRXQG�DQ\�LQ�P\�FRUSXV��:H�PXVW�QRWH�WKDW�HYHQ�LQ�0DWLü¶V�
FRUSXV��WKHVH�))V�RFFXU�RQO\�LQ�0RGHUQ�*UHHN��DQG�WKLV�ODQJXDJH�DSSHDUV�WR�KDYH�D�V\QWDFWLFDOO\�
IRVVLOL]HG�))�FRQVWUXFWLRQ��ZKLFK�WKHUHIRUH�RFFXUV�LQ�D�ODUJHU�VHW�RI�FRQWH[WV�WKDQ�$OEDQLDQ�DQG�
6HUER�&URDW��ZKHUH�WKH�FRQVWUXFWLRQ�LV�SUDJPDWLFDOO\��QRW�V\QWDFWLFDOO\�PRWLYDWHG��,WDOLDQ�DQG�
6SDQLVK�EHKDYH�PRUH�OLNH�$OEDQLDQ�DQG�6HUER�&URDW�WKDQ�0RGHUQ�*UHHN��
�
������&KLDVPXV�FRQVWUXFWLRQV�
7KH�WZR�IURQWHG�TXDQWLILHUV�WKDW�,�KDYH�IRXQG�LQ�WKH�6SDQLVK�GDWD�DUH�LQVHUWHG�LQ�VSHFLDO�
FRQVWUXFWLRQV�WKDW�GHVHUYH�VRPH�DWWHQWLRQ��7KH�H[DPSOHV�DUH�UHSRUWHG�EHORZ��7KH�TXDQWLILHUV�DUH�XQ�
SRFR�GH�WRGR�µD�OLWWOH�ELW�RI�HYHU\WKLQJ¶�DQG�WRGR�HO�PXQGR�µHYHU\ERG\¶��
�
����� HIDPFY����
��������)XLPRV�>«@�D�GHVSHGLUQRV�\�HVR��\�\D�QRV�YLQLPRV��SHUR�EXHQR��QR�Vp��QRV�FXQGLy�EDVWDQWH��OD�
YHUGDG��SRUTXH���SDUD�LU�XQ�GtD�\�PHGLR��YLPRV�D�WRGR�HO�PXQGR��>D�WRGR�HO�081'2@�YLPRV����
������µ:H�ZHQW�>«@�WR�VD\�JRRGE\H�DQG�DOO��DQG�WKHQ�ZH�OHIW��EXW�ZHOO��,�GRQ¶W�NQRZ��ZH�DFWXDOO\�GLG�
D�ORW��DV«�LQ�MXVW�D�GD\�DQG�D�KDOI��ZH�VDZ�HYHU\ERG\��(9(5<%2'<�ZH�VDZ¶�
�
����� HSXEGO����
�����$17��>«@�DKt�HVWiQ�ORV�PHMRUHV�WUDGXFWRUHV�R«>«@�R�VLPSOHPHQWH�HV�XQD�FODVH�HVSHFLDOL]DGD�"�
����������������������µ,V�LW�WKH�FDVH�WKDW�WKH�EHVW�WUDQVODWRUV�DUH�WKHUH��RU�LW�LV�VLPSO\�D�VSHFLDOL]HG�FODVV"¶�
�����2/*��3XHV��KD\�XQ�SRFR�GH�WRGR��HK"�>8Q�SRFR�GH�72'2@��������HPSLH]D�D�KDEHU��
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����������������������������������������������������������������������D�OLWWOH���RI�HYHU\WKLQJ�LW�VWDUWV��WR�KDYH�
��������������µ:HOO��WKHUH¶V�D�OLWWOH�ELW�RI�HYHU\WKLQJ��\RX�NQRZ"�,W¶V�D�OLWWOH�ELW�RI�HYHU\WKLQJ�WKDW�ZH�DUH�
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WKDW�VXPPDUL]HV�WKH�SUHYLRXV�GLVFRXUVH��7KH�DQWHFHGHQW�FDQ�IRU�LQVWDQFH�EH�LQWHUSUHWHG�DV�DQ�
LPSOLFLW�TXHVWLRQ��µ:KDW�LV�WKH�SUREOHP"¶�����7KH�LQWHUORFXWRUV¶�SUHYLRXV�FRQYHUVDWLRQ�ZDV�LQ�IDFW�DQ�
DWWHPSW�WR�XQGHUVWDQG�WKH�QHJDWLYH�DVSHFWV�RI�WKH�IDFW�WKDW�WKHLU�IULHQGV�DUH�JRLQJ�RQ�D�WULS�ZLWK�D�
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LQ�P\�GDWD��,Q�WKLV�ODQJXDJH��WKH�RQO\�IRFXV�SDUWLFOHV�WKDW�DUH�DVVRFLDWHG�ZLWK�WKH���))V�IRXQG�DUH�
DGGLWLYH�SDUWLFOHV��WDPELpQ�µDOVR¶��KDVWD�µHYHQ¶��RU�WKHLU�QHJDWLYH�FRXQWHUSDUW��WDPSRFR���,Q�,WDOLDQ��
DGGLWLYH�SDUWLFOHV�OLNH�DQFKH��SXUH�µDOVR¶��SHUVLQR�µHYHQ¶��RU�WKHLU�QHJDWLYH�FRXQWHUSDUWV��QHDQFKH��
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2XW�RI����))V�DVVRFLDWHG�ZLWK�D�IRFXV�VHQVLWLYH�SDUWLFOH�����DUH�DVVRFLDWHG�ZLWK�DGGLWLYH�RQHV��7KH�



�

�

�

H[SUHVVLRQ�DVVRFLDWHG�ZLWK�WKH�SDUWLFOH�LV�PRVWO\�WKH�VXEMHFW�����FDVHV���VR�WKH�ZRUG�RUGHU�LV�QRW�
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SUHVHQFH�RI�VXEMHFWV�PLJKW�EH�GXH�WR�WKH�IROORZLQJ�UHDVRQ��$�SUHYHUEDO�VXEMHFW�LQ�D�VHQWHQFH�ZLWK�D�
QRUPDO�LQWRQDWLRQ�LV�LQWHUSUHWHG�DV�WKH�WRSLF�RI�D�WRSLF�FRPPHQW�VWUXFWXUH��,Q�RUGHU�WR�EH�IRFXVHG��LW�
KDV�WR�EH�SODFHG�LQ�D�SRVW�YHUEDO�SRVLWLRQ��FI��3LQWR�������%HOOHWWL�������D�R����+RZHYHU��WKH�
DUJXPHQW�WKDW�LV�DGMDFHQW�WR�D�IRFXV�SDUWLFOH�LV�H[SHFWHG�WR�EH�IRFXVHG��VR�D�VXEMHFW�DVVRFLDWHG�ZLWK�D�
IRFXV�SDUWLFOH�PD\�VWD\�LQ�LWV�FDQRQLFDO�SUHYHUEDO�SRVLWLRQ�ZLWKRXW�WKH�ULVN�RI�EHLQJ�LQWHUSUHWHG�DV�D�
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YDOXH�IRU�ZKLFK�WKH�SURSRVLWLRQ�KROGV��FI��.|QLJ�������D�R����µ2QO\¶�DQG�RWKHU�UHVWULFWLYH�SDUWLFOHV�
LPSO\�WKDW�WKHUH�LV�QR�DOWHUQDWLYH�YDOXH�IRU�ZKLFK�WKH�SURSRVLWLRQ�KROGV��FI��5REHUWV�VXEPLWWHG���7KH�
DQWHFHGHQW�RI�WKH�YDULDEOH�LQWURGXFHG�E\�D�IRFXV�LV�FRQVWUDLQHG�E\�WKH�VHPDQWLFV�RI�WKH�SDUWLFOH��
:KHQ�D�))�LV�DVVRFLDWHG�ZLWK�DQ�DGGLWLYH�SDUWLFOH��WKH�FRQWH[W�PXVW�SURYLGH�DQ�DQWHFHGHQW�VWDWLQJ�
WKDW�WKH�SURSRVLWLRQ�DSSOLHV�WR�VRPH�RWKHU�HQWLW\����D���,Q�WKH�FDVH�RI�UHVWULFWLYH�SDUWLFOHV��WKH�FRQWH[W�
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�
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IURQWHG��LQ�ZKLFK�FDVH�FHUWDLQ�SDUWLFOHV�FDQ�IROORZ�LW���VR�WKH�SDUWLFOH�GHOLPLWV�WKH�IRFXV�SKUDVH�WR�WKH�
OHIW��7KHUHIRUH��HYHQ�LI�WKH�IRFXV�LV�ORZ��WKH�VHQWHQFH�FDQQRW�EH�LQWHUSUHWHG�DV�IXOO\�IRFXVHG��DV�WKH�
SDUWLFOH�EORFNV�SURMHFWLRQ�RI�WKH�IRFXV�IXUWKHU�XS��7KLV�PHDQV�WKDW�WKH�H[WHQVLRQ�RI�WKH�IRFXV�LV�QRW�
DPELJXRXV��DV�LQ�WKH�RWKHU�FDVHV�VHHQ�DERYH��1RWH��KRZHYHU��WKDW�OLNH�QRUPDO�FDVHV�RI�FRQWUDVW�DQG�
XQOLNH�TXHVWLRQ�DQVZHU�SDLUV�ZKHUH�WKH�H[WHQVLRQ�RI�WKH�IRFXV�LV�LPPHGLDWHO\�SUHGLFWDEOH�IURP�WKH�
TXHVWLRQ��ZKHQ�WKH�TXHVWLRQ�LV�H[SOLFLW�DQG�VDOLHQW���WKH�FRQWH[W�GRHV�QRW�KHOS�SUHGLFWLQJ�ZKDW�WKH�
IRFXV�ZLOO�EH�LQ�D�VXEVHTXHQW�VHQWHQFH�DQG�ZKHWKHU�LW�ZLOO�EH�DVVRFLDWHG�ZLWK�D�IRFXV�SDUWLFOH��(YHQ�
LI�WKH�FRQWH[W�SURYLGHV�DQ�DQWHFHGHQW�DQG�WKH�OLVWHQHU�FDQ�SUHGLFW�WKH�H[WHQVLRQ�RI�WKH�IRFXV��VKH�FDQ�
KDUGO\�SUHGLFW�WKH�UHVWULFWLRQV�RQ�WKH�DQWHFHGHQW�LPSRVHG�E\�WKH�SDUWLFOH�XQWLO�WKH�SDUWLFOH�LV�XWWHUHG��
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WULJJHUHG�E\�WKH�SDUWLFOH�LV�WKDW�WKHUH�DUH�RWKHU�SHRSOH�ZKR�DUH�FRQILGHQW�DSDUW�IURP�$17��7KLV�
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HYHU\ERG\�ZDV�YHU\�KDSS\��DQG�WKHQ�VSHFLILHV�WKDW�HYHQ�WKH�IURJ�ZDV�KDSS\��6LQFH�WKH�IURJ�LV�
XQOLNHO\�WR�EH�KDSS\�LQ�WKRVH�FLUFXPVWDQFHV��WKH�OLWWOH�IURJ�VKH�ZDV�MHDORXV�RI�KDV�FRPH�EDFN�DIWHU�
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WKH�IURJ��6R�WKH�VSHDNHU�IHHOV�REOLJHG�WR�H[SODLQ�WKDW�WKH�IURJ�LV�LQFOXGHG�LQ�WKH�VHW�RI�KDSS\�SHRSOH��
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µRQO\¶��7KH�VSHDNHU�DQG�KHU�LQWHUORFXWRU�DUH�WDONLQJ�DERXW�FHUWDLQ�FKDQJHV�WKDW�FRXOG�EH�PDGH�WR�D�
ODZ�WKDW�UHJXODWHV�79�DGYHUWLVLQJ�LQ�,WDO\�LI�D�SURSRVDO�VXEPLWWHG�IRU�SRSXODU�YRWH�SDVVHG��7KH�
VSHDNHU�H[SODLQV�WKDW�RQH�FKDQJH�SURYLGHV�WKDW�WKH�DGYHUWLVHPHQWV�GXULQJ�D�ILOP�RQ�79�ZLOO�EH�
SURKLELWHG��H[FHSW�IRU�WKH�WLPH�VORW�EHWZHHQ�WKH�ILUVW�DQG�WKH�VHFRQG�KDOI�RI�WKH�ILOP��7KH�VSHDNHU�
DUJXHV�WKDW�WKLV�ZLOO�PDNH�WKDW�VLQJOH�WLPH�VORW�PRUH�H[SHQVLYH�WKDQ�LW�LV�QRZ��VR�RQO\�IHZ�
DGYHUWLVLQJ�DJHQFLHV��WKH�ELJJHU�DQG�PRUH�SRZHUIXO�RQHV��ZRXOG�EH�DEOH�WR�EX\�D�SDUW�RI�LW���

�
����� LIDPGO�������
��������������D��>���@�VH�OR�VSD]LR�WUD�LO�SULPR�H�LO�VHFRQGR�WHPSR�>���@�FRVWD�GL�SL���
������������������������µLI�WKH�VORW�EHWZHHQ�WKH�ILUVW�DQG�WKH�VHFRQG�SDUW�FRVWV�PRUH¶�
���������������E��SHUFKp�QRQ�SXRL����D�TXHVWR�SXQWR�q�XQR�VROR��
�������������������µEHFDXVH����DW�WKDW�SRLQW�WKHUH¶V�MXVW�RQH���¶�
���������������F��SHU�FXL�>VROWDQWR�SRFKH�38%%/,&,7¬@�SRVVRQR�FRPSUDUVL�TXHOOR�VSD]LR�Ou�>���@�
�����������������µWKHQ�RQO\�IHZ�DGYHUWLVLQJ�DJHQFLHV�FDQ�EX\�WKDW�RQH�VORW¶���
��
6LQFH�VROWDQWR�DVVRFLDWHV�ZLWK�SRFKH�SXEEOLFLWj�µIHZ�DGYHUWLVLQJ�DJHQFLHV¶��WKH�LPSOLFDWLRQ�WULJJHUHG�
E\�WKH�SDUWLFOH�LV�WKDW�DOO��RU�PDQ\��DGYHUWLVLQJ�DJHQFLHV�ZLOO�EH�DEOH�WR�EX\�D�SDUW�RI�LW��7KH�
LPSOLFDWLRQ�FDQ�EH�LQIHUUHG�IURP�WKH�IDFW�WKDW�WKH�ZKROH�FRQYHUVDWLRQ�ZDV�DERXW�WKH�LGHD�WKDW�WKH�ODZ�
DLPV�DW�PDNLQJ�OLIH�HDVLHU�IRU�DOO��HYHQ�VPDOO��DJHQFLHV���
�
����3RODULW\�IRFXV�
�
/HRQHWWL�DQG�(VFDQGHOO�9LGDO��WKLV�YROXPH��SUHVHQW�DQRWKHU�W\SH�RI�IURQWLQJ�LQ�6SDQLVK��H[LVWLQJ�
DOVR�LQ�,WDOLDQ���ZKLFK�WKH\�FDOO�9HUXP�)RFXV�)URQWLQJ��9))���7KH�PDLQ�IRUPDO�GLIIHUHQFH�ZLWK�))�
LV�WKH�IDFW�WKDW�WKH�IURQWHG�HOHPHQW�GRHV�QRW�EHDU�WKH�QXFOHDU�DFFHQW��,Q�IDFW��DFFRUGLQJ�WR�/HRQHWWL�
DQG�(VFDQGHOO�9LGDO¶V�SURSRVDO��WKH�IURQWHG�HOHPHQW�RI�D�9))�FRQVWUXFWLRQ�LV�QRW�IRFXVHG��WKH�
IURQWLQJ�LV�D�VWUDWHJ\�WR�XQDPELJXRXVO\�LGHQWLI\�WKH�IRFXV�RQ�WKH�SRODULW\�RI�WKH�VHQWHQFH�E\�
HOLPLQDWLQJ�WKH�SRVVLELOLW\�WR�LQWHUSUHW�WKH�VHQWHQFH�DV�D�WRSLF�FRPPHQW�RU�D�IRFXV�EDFNJURXQG�
VWUXFWXUH��WKH�ODWWHU�EHLQJ�D�))�FRQVWUXFWLRQ���$VVXPLQJ�DV�WKH\�GR�WKDW�IRFXV�RQ�WKH�SRODULW\�LV�D�
SDUWLFXODU�FDVH�RI�QDUURZ�IRFXV��FI��)pU\��������D�9))�FRQVWUXFWLRQ�GRHV�LQ�HIIHFW�KDYH��OLNH�D�))�
FRQVWUXFWLRQ��D�IRFXV�SDUW�DQG�D�EDFNJURXQG�SDUW��WKH�SRODULW\�LV�WKH�IRFXV�DQG�WKH�ZKROH�VHQWHQFH�LV�
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�

WKH�EDFNJURXQG��+RZHYHU��XQOLNH�))�FRQVWUXFWLRQV��WKH�IRFXV�EDFNJURXQG�SDUWLWLRQ�LV�QRW�OLQHDUO\�
UHSUHVHQWHG�LQ�WKH�VHQWHQFH��$V�/HRQHWWL�DQG�(VFDQGHOO�9LGDO�REVHUYH��D�WUDQVSDUHQW�UHSUHVHQWDWLRQ�
RI�WKH�IRFXV�EDFNJURXQG�RUGHU�ZKHQ�IRFXV�LV�RQ�WKH�SRODULW\�LV�JLYHQ�E\�VHQWHQFHV�LQWURGXFHG�E\�Vt�
TXH�µ\HV�WKDW¶��7KH�IRFXV�LV�Vt��UHSUHVHQWLQJ�WKH�SRODULW\��DQG�WKH�EDFNJURXQG�LV�WKH�HQWLUH�VHQWHQFH�
DIWHU�LW���,�IRXQG����RI�WKHVH�FRQVWUXFWLRQV�LQ�WKH�6SDQLVK�FRUSXV��6u�FKH�µ\HV�WKDW¶�FRQVWUXFWLRQV�H[LVW�
LQ�,WDOLDQ�DV�ZHOO��EXW�QRQH�ZDV�IRXQG�LQ�WKH�FRUSXV��VR�WKLV�VWUDWHJ\�LV�FOHDUO\�QRW�H[SORLWHG�LQ�WKH�
VDPH�ZD\�DV�LW�LV�LQ�6SDQLVK��7KH�GLIIHUHQFH�LV�VWULNLQJ�EHFDXVH�,WDOLDQ�DQG�6SDQLVK�VKDUH�DOO�RWKHU�
SRODULW\�IRFXV�FRQVWUXFWLRQV��IRFXV�RQ�WKH�DX[LOLDU\�RU�RQ�WKH�YHUE��H[SUHVVLRQV�OLNH�µLW�LV�WUXH�WKDW¶��
DQG�9))����7ZR�H[DPSOHV�RI�Vt�TXH�FRQVWUXFWLRQV�DUH�JLYHQ�EHORZ���

�
����� HSXEGO������������
��������2/*���D���SRUTXH�XQD�QRYHOD�QR�PH�DSHWHFH�WUDGXFLU���
�����������������������µ%HFDXVH�,�GRQ¶W�OLNH�WR�WUDQVODWH�D�QRYHO�
��������������������E��SHUR�6Ë��TXH�PH��������������DSHWHFH�WUDGXFLU���XQ���
�������������������������EXW�\HV�WKDW�WR�PH�&/���DSSHDOV�WR�WUDQVODWH�D«�
�����������������������µEXW�,�GR�OLNH�WR�WUDQVODWH�D«¶�
���������$17��XQ�OLEUR�GH�OR�TXH�VHD��
�������������������µ«D�ERRN�RI�QR�PDWWHU�ZKDW¶�
������ HSXEGO���������
$17��<�HVR�FyPR�VH�UHSHUFXWH�HQ�OD�IDFWXUD�GHO��WUDGXFWRU�"�>���@�
�����������µ$QG�KRZ�GRHV�WKLV�DIIHFW�WKH�WUDQVODWRU¶V�VDODU\"¶�
�2/*��>���@�QRUPDOPHQWH�OR�TXH�RFXUUH�HV�TXH�DO�PDO�WUDGXFWRU�>���@�QR�VH�OH�YXHOYH�D�OODPDU�>���@��
�����������DO�TXH�HK�QR�HV�GHPDVLDGR�PDOR�>���@��
������SXHV�D�OR�PHMRU�6Ë�TXH����VH����������OH������������GHVFXHQWD�XQ�SRUFHQWDMH��GH�OD�WUDGXFFLyQ�TXH�KD�
KHFKR��
�����ZHOO�SUREDEO\����\HV�WKDW�3$66����WR�KLP�&/�GHGXFWV�����D�SHUFHQWDJH���RI�WKH�WUDQVODWLRQ�WKDW�KDV�
GRQH�
µ8VXDOO\�ZKDW�KDSSHQV�LV�WKDW�WKH�EDG�WUDQVODWRU�LV�QRW�FRQWDFWHG�DJDLQ��LI�KH�LV�QRW�WRR�EDG��ZHOO�LQ�
WKDW�FDVH��SHUKDSV�LW�LV�WKH�FDVH�WKDW�D�SHUFHQWDJH�LV�GHGXFWHG�IURP�WKH�WUDQVODWLRQ�WKDW�KH�GLG¶�
�

7KH�IRFXV�VHPDQWLF�YDOXH�RI�D�VHQWHQFH�ZLWK�D�SRODULW\�IRFXV�LV�PDGH�RI�WZR�DOWHUQDWLYHV��WKH�
SRVLWLYH�DQG�WKH�QHJDWLYH�IRUP�RI�WKH�VHQWHQFH��6LQFH�WKHUH�DUH�MXVW�WZR�DOWHUQDWLYHV��WKH�DQWHFHGHQW�
LV�DXWRPDWLFDOO\�UHWULHYDEOH�IURP�WKH�IRFXV�YDOXH��LW�LV�WKH�UHPDLQLQJ�DOWHUQDWLYH�RI�WKH�VHW��*LYHQ�
WKDW�WKH�FKDUDFWHULVWLFV�RI�WKH�DQWHFHGHQW�DUH�DOUHDG\�NQRZQ��WKH�OLQN�EHWZHHQ�LW�DQG�WKH�FRQWH[W�FDQ�
EH�ORRVHU��7KH�H[DPSOHV�DERYH�VKRZ�WKDW��&RQVLGHU�������7KH�VSHDNHU�±�D�WUDQVODWRU�±�VD\V�WKDW�VKH�
GRHV�QRW�OLNH�WR�WUDQVODWH�QRYHOV��7KHQ�VKH�VD\V�WKDW�VKH�GRHV�OLNH�WR�WUDQVODWH�D�ERRN�DERXW�QR�PDWWHU�
ZKDW��7KH�DQWHFHGHQW�IRU�WKH�IRFXV�YDULDEOH��WKH�SRVLWLYH�SRODULW\��FDQQRW�EH�EXW�WKH�QHJDWLYH�
SRODULW\��WKDW�VKH�GRHV�QRW�OLNH�WR�WUDQVODWH�D�ERRN�DERXW�QR�PDWWHU�ZKDW���7KH�QHJDWLYH�SURSRVLWLRQ�
LV�LPSOLFLWO\�UHFRYHUDEOH�IURP�WKH�IDFW�WKDW�WKH�VSHDNHU�KDV�VDLG�WKDW�VKH�GRHV�QRW�OLNH�WR�WUDQVODWH�
QRYHOV��7KH�OLVWHQHU�FDQ�LQIHU�WKDW�WKH�VSHDNHU�GRHV�QRW�OLNH�WR�WUDQVODWH�ERRNV�LQ�JHQHUDO��DQG�WKH�Vt�
TXH�VHQWHQFH�FRQWUDGLFWV�WKDW�LQIHUHQFH��6LQFH�WKH�OLVWHQHU�NQRZV�ZKDW�WKH�DQWHFHGHQW�KDV�WR�ORRN�
OLNH��WKH�LQIHUHQFH�LV�HDV\�WR�PDNH��,Q�������WKH�DQWHFHGHQW�ZLWK�RSSRVLWH�SRODULW\��WKH�DVVHUWLRQ�WKDW�
WKH�WUDQVODWRU¶V�VDODU\�LV�QRW�UHGXFHG��LV�LQIHUDEOH�IURP�WKH�FRQWH[W�LQ�WKH�IROORZLQJ�ZD\��2/*�ILUVW�
DQVZHUV�$17¶V�TXHVWLRQ�E\�VD\LQJ�WKDW�WKH�WUDQVODWRU�LV�XVXDOO\�QRW�FRQWDFWHG�DJDLQ�LI�KH�KDV�GRQH�D�
EDG�MRE��6R�2/*�LPSOLHV�D�QHJDWLYH�DQVZHU�WR�$17¶V�TXHVWLRQ��LW�LV�QRW�WKH�FDVH�WKDW�WKH�WUDQVODWRU¶V�
VDODU\�LV�UHGXFHG��7KHQ��2/*�DGGLWLRQDOO\�VD\V��E\�PHDQV�RI�WKH�Vt�TXH�FRQVWUXFWLRQ��WKDW�WUDQVODWRUV�
ZKR�DUH�QRW�WRR�EDG�PD\�LQGHHG�VHH�WKHLU�VDODU\�UHGXFHG��2/*¶V�VWDWHPHQW�WKHQ�FRQWUDVWV�ZLWK�KHU�
SUHYLRXV�LPSOLFLW�DQVZHU�WR�$17¶V�TXHVWLRQ����
�
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��&RQFOXVLRQV�
�
,Q�WKLV�SDSHU�,�KDYH�DQDO\]HG�WKH�GLVFRXUVH�IXQFWLRQV�RI�IURQWHG�IRFL��))��LQ�,WDOLDQ�DQG�6SDQLVK��
:LWKLQ�DQ�$OWHUQDWLYH�6HPDQWLFV�IUDPHZRUN��5RRWK��������,�KDYH�DVVXPHG�WKDW�WKH�DQWHFHGHQW�RI�
WKH�YDULDEOH�LQWURGXFHG�E\�WKH�IRFXV�LV�GHWHUPLQHG�SUDJPDWLFDOO\��DQG�,�KDYH�DQDO\]HG�WKH�SUDJPDWLF�
VWUDWHJLHV�WR�GHWHUPLQH�WKH�DQWHFHGHQW�LQ�VHQWHQFHV�ZLWK�D�))��,�KDYH�DUJXHG�WKDW�D�))�VHQWHQFH�LV�
FKDUDFWHUL]HG�E\�WKH�IDFW�WKDW�WKH�IRFXV�LV�XQDPELJXRXVO\�LGHQWLILDEOH��VR�LWV�DQWHFHGHQW�LV�
UHFRYHUDEOH�HYHQ�LI�QRW�H[SOLFLWO\�SUHVHQW�LQ�WKH�GLVFRXUVH�FRQWH[W��7KLV�IDYRUV�WKH�XVH�RI�))�
VHQWHQFHV�LQ�FRQWUDVWLYH�FRUUHFWLYH�FRQWH[WV��LQ�FRQWH[WV�ZKHUH�WKH�LQIRUPDWLRQ�SURYLGHG�E\�WKH�
IRFXV�LV�IHOW�WR�EH�XQH[SHFWHG��DQG�LQ�FRQWH[WV�ZKHUH�WKH�VHQWHQFH�DQVZHUV�DQ�LPSOLFLW�TXHVWLRQ�RU�D�
TXHVWLRQ�WKDW�LV�IDU�EDFN�LQ�WKH�GLVFRXUVH��,Q�FRQWUDVWLYH�FRQWH[WV��D�))�LV�XVHG�WR�KHOS�WKH�OLVWHQHU�
XQGHUVWDQG�WKDW�WKH�VHQWHQFH�LV�XWWHUHG�LQ�FRQWUDVW�ZLWK�D�SUHYLRXV�RQH�DQG�ZKDW�WKH�FRQWUDVWLQJ�SDUWV�
DUH��7KH�))�FRQVWUXFWLRQ�LV�SUHIHUDEO\�XVHG�ZKHQ�WKH�FRQWUDVWHG�SURSRVLWLRQ�LV�IDU�EDFN�LQ�WKH�
GLVFRXUVH�RU�LV�QRW�H[SOLFLWO\�JLYHQ��,Q�IDFW��WKH�))�FRQVWUXFWLRQ�LGHQWLILHV�WKH�IRFXV�DQG�WKHUHIRUH�
IDFLOLWDWHV�WKH�UHFRYHULQJ�RI�WKH�DQWHFHGHQW�IRU�WKH�IRFXV�YDULDEOH��,Q�FRQWH[WV�ZKHUH�WKH�LQIRUPDWLRQ�
LV�IHOW�WR�EH�XQH[SHFWHG��WKH�IRFXV�FRQWUDVWV�ZLWK�DQ�LPSOLFLW�EHOLHI�VKDUHG�DPRQJ�WKH�LQWHUORFXWRUV��
WDNHQ�IURP�WKHLU�ZRUOG�NQRZOHGJH��7KDW�EHOLHI�LV�UHFRYHUDEOH�RQO\�LI�WKH�VHQWHQFH�GLVDPELJXDWHV�WKH�
IRFXV��,Q�IDFW��LI�WKH�IRFXVHG�HOHPHQW�LV�LGHQWLILHG��WKH�OLVWHQHU�ZLOO�VHDUFK�IRU�WKH�ULJKW�DQWHFHGHQW�IRU�
LW�DQG�WKHUHIRUH��LQ�DEVHQFH�RI�WKDW�DQWHFHGHQW�LQ�WKH�GLVFRXUVH��VKH�ZLOO�LQIHU�LW�IURP�WKH�
LQWHUORFXWRUV¶�VKDUHG�NQRZOHGJH��)LQDOO\��WKH�))�LV�XVHG�DV�DQ�DQVZHU�WR�D�TXHVWLRQ�ZKHQ�WKH�
TXHVWLRQ�LV�IDU�EDFN�LQ�WKH�GLVFRXUVH�RU�LV�RQO\�LPSOLFLWO\�UHFRYHUDEOH��,Q�IDFW��WKH�H[WHQVLRQ�RI�WKH�
IRFXV�DOORZV�WKH�OLVWHQHU�WR�UHFRYHU�WKH�TXHVWLRQ�DQWHFHGHQW��

,Q�WKLV�SDSHU�,�KDYH�DOVR�VKRZQ�WKDW�))V�DUH�IUHTXHQWO\�±�DOWKRXJK�QRW�DOZD\V�±�TXDQWLILHG�
H[SUHVVLRQV��H[SUHVVLRQV�RI�SUHGLFDWLYH�TXDOLILFDWLRQ��GHPRQVWUDWLYH�SURQRXQV�DQG�H[SUHVVLRQV�
DVVRFLDWHG�ZLWK�IRFXV�VHQVLWLYH�SDUWLFOHV��7KHVH�FKDUDFWHULVWLFV�DUH�FRPSDWLEOH�ZLWK�WKH�GLVFRXUVH�
IXQFWLRQV�RI�))�GHVFULEHG�LQ�WKH�SDSHU��)RFXVHG�TXDQWLILHUV�OLNH�µDOO¶��µQRERG\¶�DUH�IURQWHG�WR�
SURYLGH�XQH[SHFWHG�LQIRUPDWLRQ��7KH�DQWHFHGHQW�RI�WKH�TXDQWLILHU�LV�LQ�IDFW�D�TXDQWLW\�VKDUHG�E\�WKH�
LQWHUORFXWRUV�WKDW�LV�ORZHU��RU�KLJKHU��ZLWK�UHVSHFW�WR�WKH�H[WUHPH�YDOXH�H[SUHVVHG�E\�WKH�TXDQWLILHU�
LQ�D�VFDOH�RI�TXDQWLWLHV��3UHGLFDWLYHV�RI�TXDOLILFDWLRQ�H[SUHVVLQJ�D�VXEMHFWLYH�MXGJPHQW�FDQ�DOVR�EH�
XVHG�WR�H[SUHVV�DQ�H[WUHPH�YDOXH�RI�D�VFDOH�RI�MXGJPHQWV��,�VXJJHVW�WKDW�WKHLU�IURQWLQJ�LV�IDFLOLWDWHG�
E\�WKH�IDFW�WKDW�WKH�SRVW�IRFDO�SUHGLFDWH�LV�MXVW�WKH�FRSXOD�DQG�KHQFH�VHPDQWLFDOO\�OLJKW��)RFXVHG�
GHPRQVWUDWLYH�SURQRXQV�RFFXU�LQ�D�IURQWHG�SRVLWLRQ�EHFDXVH�D�VSHDNHU�PD\�ILUVW�LQWURGXFH�D�UHIHUHQW�
LQ�D�IXOO�IRFXV�VHQWHQFH��DQG�WKHQ�XVH�WKH�))�VHQWHQFH�MXVW�WR�KLJKOLJKW�WKH�UHIHUHQW�DJDLQ�IRU�
SUDJPDWLF�SXUSRVHV��6LQFH�WKH�UHIHUHQW�LV�DOUHDG\�JLYHQ��D�GHPRQVWUDWLYH�SURQRXQ�LV�XVHG�WKH�VHFRQG�
WLPH��)XUWKHUPRUH��D�))�FRQVWUXFWLRQ�LV�XVHG�ZLWK�IRFXV�VHQVLWLYH�SDUWLFOHV�LQ�RUGHU�IRU�WKH�VSHFLILF�
DQWHFHGHQW�UHTXLUHG�E\�WKH�SDUWLFOH�WR�EH�LPPHGLDWHO\�UHWULHYHG�E\�WKH�PHDQLQJ�RI�WKH�SDUWLFOH�LWVHOI��
6t�TXH�SRODULW\�VHQWHQFHV�LQ�6SDQLVK�DUH�ILQDOO\�PHQWLRQHG�EHFDXVH�WKH\�GLVSOD\�DQ�XQDPELJXRXV�
IRFXV�EDFNJURXQG�VWUXFWXUH��OLNH�RWKHU�))�FRQVWUXFWLRQV���
�
�
5HIHUHQFHV�
�
$EHLOOp��$���*RGDUG��'���	�6DELR��)��������/HV�FRQVWUXFWLRQV�DYHF�61�DQWpSRVp��7DON�SUHVHQWHG�DW�

WKH�/DERUDWRLUH�3DUROH�HW�/DQJDJH��$L[�HQ�3URYHQFH��
%HOOHWWL��$��������µ,QYHUVLRQ¶�DV�IRFDOL]DWLRQ��,Q�,QYHUVLRQ�LQ�5RPDQFH�DQG�WKH�WKHRU\�RI�8QLYHUVDO�

*UDPPDU��$�+XON�DQG�-�<�3ROORFN��HGV���2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV���
%HQLQFj��3�������>����@��/¶RUGLQH�GHOOH�SDUROH�H�OH�FRVWUX]LRQL�PDUFDWH��,Q�*UDQGH�JUDPPDWLFD�

LWDOLDQD�GL�FRQVXOWD]LRQH��/��5HQ]L��*��6DOYL��	�$��&DUGLQDOHWWL��HGV���Y�����%RORJQD��,O�
0XOLQR���

%HUPDQ��5��$���	�6ORELQ��'��,���HGV���������5HODWLQJ�HYHQWV�LQ�QDUUDWLYH��$�FURVVOLQJXLVWLF�
GHYHORSPHQWDO�VWXG\��0DKZDK�1-��/DZUHQFH�(UOEDXP�$VVRFLDWHV��
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%UXQHWWL��/��������$�8QLILFDWLRQ�RI�)RFXV��3DGXD��8QLSUHVV���
%UXQHWWL��/��������,WDOLDQ�EDFNJURXQG��OLQNV��WDLOV��DQG�FRQWUDVW�HIIHFWV��,Q�3URFHHGLQJV�RI�WKH�1LQWK�

6\PSRVLXP�RQ�/RJLF�DQG�/DQJXDJH��%��*\XULV�HW�DO���HGV�����������%XGDSHVW��5HVHDUFK�
,QVWLWXWH�IRU�/LQJXLVWLFV��+XQJDULDQ�$FDGHP\�RI�6FLHQFHV��(|WY|V�/RUiQG�8QLYHUVLW\��

%UXQHWWL��/��������2Q�WKH�SUDJPDWLFV�RI�SRVW�IRFDO�PDWHULDO�LQ�,WDOLDQ��OHIW�SHULSKHUDO�IRFXV�ORRNHG�DW�
IURP�WKH�RWKHU�VLGH���,Q�$FWHV�GX�&ROORTXH�,QWHUQDWLRQDO�µ/HV�OLQJXLVWLTXHV�GX�GpWDFKHPHQW¶��
3HWHU�/DQJ��

%UXQHWWL��/��VXEPLWWHG��2Q�OLQNV�DQG�WDLOV�LQ�,WDOLDQ��/LQJXD��
%�ULQJ��'���������,QWRQDWLRQ��6HPDQWLFV��DQG�,QIRUPDWLRQ�6WUXFWXUH��,Q�7KH�2[IRUG�+DQGERRN�RI�

/LQJXLVWLF�,QWHUIDFHV��*��5DPFKDQG�	�&��5HLVV��HGV���
&LQTXH��*���������$�QXOO�WKHRU\�RI�SKUDVH�DQG�FRPSRXQG�VWUHVV��/LQJXLVWLF�,QTXLU\���������������
&UHVWL��(��	�0RQHJOLD��0��������&�2UDO�5RP��,QWHJUDWHG�5HIHUHQFH�&RUSRUD�RI�6SRNHQ�5RPDQFH�

/DQJXDJHV��%HQMDPLQV��
(QGULVV��&���������4XDQWLILFDWLRQDO�WRSLFV��$�VFRSDO�WUHDWPHQW�RI�H[FHSWLRQDO�VFRSH�SKHQRPHQD��

3K'�GLVVHUWDWLRQ��8QLYHUVLWlW�3RWVGDP��
)pU\�� &�� ������ ,QIRUPDWLRQ� 6WUXFWXUDO� 1RWLRQV� DQG� WKH� )DOODF\� RI� ,QYDULDQW� &RUUHODWHV�� ,Q� 7KH�

1RWLRQV� RI� ,QIRUPDWLRQ� 6WUXFWXUH�� &�� )pU\�� *�� )DQVHORZ� DQG� 0�� .ULIND� �HGV���� ���±�����
3RWVGDP��8QLYHUVLWlWVYHUODJ�3RWVGDP��

*HXUWV��%��	�YDQ�GHU�6DQGW��5��������,QWHUSUHWLQJ�IRFXV��7KHRUHWLFDO�/LQJXLVWLFV����������
.|QLJ��(��������7KH�PHDQLQJ�RI�IRFXV�SDUWLFOHV��$�FRPSDUDWLYH�SHUVSHFWLYH��/RQGRQ��5RXWOHGJH��
/HRQHWWL��0��	�(VFDQGHOO�9LGDO��9��WKLV�YROXPH��)URQWLQJ�DQG�YHUXP�IRFXV�LQ�6SDQLVK��
0DWLF��'���������7RSLFV��3UHVXSSRVLWLRQV��DQG�7KHWLFLW\��$Q�(PSLULFDO�6WXG\�RI�9HUE�6XEMHFW�

&ODXVHV�LQ�$OEDQLDQ��*UHHN��DQG�6HUER�&URDW��3K'�GLVVHUWDWLRQ��8QLYHUVLWlW�]X�.|OQ��
0D\RO��/��������³+R�VDELHX�DL[z"´�/D�GLVORFDFLy�D�OD�GUHWD�HQ�FDWDOj�L�DQJOqV��6HQLRU�7KHVLV��

8QLYHUVLWDW�3RPSHX�)DEUD��
1HHOHPDQ��$��	�YDQ�GH�.RRW��+��������7KH�1DWXUH�RI�'LVFRXUVH�7HPSODWHV��0V��8QLYHUVLW\�&ROOHJH�

/RQGRQ��
3LQWR��0�� ������ 6\QWD[� DQG� ,QWHUSUHWDWLRQ� RI� ,QYHUWHG� 6XEMHFWV� LQ� ,WDOLDQ�� 3K'� GLVVHUWDWLRQ��276�

8WUHFKW�8QLYHUVLW\���
3ULQFH��(��������+RZ�QRW�WR�PDUN�WRSLFV��µ7RSLFDOL]DWLRQ¶�LQ�(QJOLVK�DQG�<LGGLVK��,Q�7H[DV�

/LQJXLVWLFV�)RUXP��&K�����$XVWLQ��8QLYHUVLW\�RI�7H[DV���
5HLQKDUW��7��������,QWHUIDFH�6WUDWHJLHV��276�:RUNLQJ�3DSHUV���
5HLQKDUW��7��������,QWHUIDFH�6WUDWHJLHV��2SWLPDO�DQG�&RVWO\�&RPSXWDWLRQV��&DPEULGJH��0DVV��0,7�

3UHVV��
5L]]L��/���������7KH�ILQH�VWUXFWXUH�RI�WKH�OHIW�SHULSKHU\��,Q�(OHPHQWV�RI�*UDPPDU��+DQGERRN�LQ�

*HQHUDWLYH�6\QWD[��+DHJHPDQ��/���HG�������������.OXZHU���
5REHUWV�� &�� ������ ,QIRUPDWLRQ� 6WUXFWXUH� LQ� 'LVFRXUVH�� 7RZDUGV� DQ� ,QWHJUDWHG� )RUPDO� 7KHRU\� RI�

3UDJPDWLFV��PV��
5REHUWV��&��VXEPLWWHG��2QO\��3UHVXSSRVLWLRQ�DQG�,PSOLFDWXUH��-RXUQDO�RI�6HPDQWLFV��
5RRWK��0��������$VVRFLDWLRQ�ZLWK�IRFXV��3K'�GLVVHUWDWLRQ��8QLYHUVLW\�RI�0DVVDFKXVHWWV�DW�$PKHUVW��
5RRWK��0��������$�7KHRU\�RI�IRFXV�LQWHUSUHWDWLRQ��1DWXUDO�/DQJXDJH�6HPDQWLFV������������
6DOYL��*��������,WDOLDQR��6LQWDVVL��,Q�/H[LNRQ�GHU�5RPDQLVWLVFKHQ�/LQJXLVWLN��/5/��,9��7�ELQJHQ��

0D[�1LHPH\HU�9HUODJ���
6DPHN�/RGRYLFL��9���������:KHQ�5LJKW�'LVORFDWLRQ�0HHWV�WKH�/HIW�3HULSKHU\��$�8QLILHG�$QDO\VLV�

RI�,WDOLDQ�1RQ�ILQDO�)RFXV��/LQJXD���������±�����
6WU|PTYLVW��6�7��	�9HUKRYHQ�/�7���HGV���������5HODWLQJ�HYHQWV�LQ�QDUUDWLYH��9RO����7\SRORJLFDO�DQG�

FRQWH[WXDO�SHUVSHFWLYHV��0DKZDK��1-��/DZUHQFH�(UOEDXP�$VVRFLDWH��
7DQFUHGL��&�'��������'HOHWLRQ��'HDFFHQWLQJ�DQG�3UHVXSSRVLWLRQ��3K'�GLVVHUWDWLRQ��0DVVDFKXVHWWV�

,QVWLWXWH�RI�7HFKQRORJ\��
9DOOGXYt��(��������7KH�,QIRUPDWLRQDO�&RPSRQHQW��1HZ�<RUN��*DUODQG���
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9DOOGXYt��(��������,QIRUPDWLRQ�SDFNDJLQJ�DQG�GLDORJ��7DON�SUHVHQWHG�DW�(',/2*��:RUNVKRS�RQ�WKH�
VHPDQWLFV�DQG�SUDJPDWLFV�RI�GLDORJXH��6HSWHPEHU�������8QLYHUVLW\�RI�(GLQEXUJK��

9LOODOED��;��������/D�GLVORFDFLy�D�OD�GUHWD�HQ�FDWDOj�L�FDVWHOOj��PLFURYDULDFLy�HQ�OD�LQWHUItFLH��
VLQWD[L�SUDJPjWLFD��&DSOOHWUD��UHYLVWD�LQWHUQDFLRQDO�GH�ILORORJtD��������������

=LY��<��	�*URV]��%��������5LJKW�GLVORFDWLRQ�DQG�DWWHQWLRQDO�6WDWH��,Q�7KH�3URFHHGLQJV�RI�WKH�1LQWK�
$QQXDO�&RQIHUHQFH��%HQ�*XULRQ�8QLYHUVLW\�RI�WKH�1HJHY��5��%XFKDOOD�	�0LWWZRFK�$���HGV���
���±�����-HUXVDOHP��$NDGHPRQ��

=XEL]DUUHWD��0�/��������7RSLF��)RFXV�DQG�:RUG�2UGHU��0,7�3UHVV���
=XEL]DUUHWD��0�/��������/DV�IXQFLRQHV�LQIRUPDWLYDV��WHPD�\�IRFR��,Q�*UDPiWLFD�GHVFULSWLYD�GH�OD�

OHQJXD�HVSDxROD��,��%RVTXH�	�'HPRQWH��9���HGV���Y����������������0DGULG��(VSDVD�&DOSH��
�
�
1RWHV�
�
��,�WKDQN�0DQXHO�/HRQHWWL�DQG�9LFWRULD�(VFDQGHOO�9LGDO�IRU�FRPPHQWV��DQG�WKH�DQRQ\PRXV�UHYLHZHU�IRU�XVHIXO�
FULWLFLVPV��,�SUHVHQWHG�D�SUHYLRXV�YHUVLRQ�RI�WKLV�SDSHU�DW�WKH�VHPLQDU�RI�WKH�/DERUDWRLUH�3DUROH�HW�/DQJDJH�LQ�$L[�HQ�
3URYHQFH��,�WKDQN�WKH�DXGLHQFH�IRU�WKHLU�FRPPHQWV�DQG�TXHVWLRQV��,�ILQDOO\�WKDQN�7RP�5RVDULR�IRU�FKHFNLQJ�P\�(QJOLVK��
7KH�DQDO\VLV�DQG�DQ\�SRVVLEOH�HUURUV�DUH�P\�IXOO�UHVSRQVLELOLW\��
��,QWHUUXSWLRQV��UHSHWLWLRQV��DQG�RWKHU�W\SLFDO�LPSHUIHFWLRQV�RI�VSRQWDQHRXV�VSHHFK�KDYH�EHHQ�PRVWO\�HOLPLQDWHG�IRU�WKH�
VDNH�RI�VLPSOLFLW\�DQG�IRU�VSDFH�UHDVRQV��'RWV�EHWZHHQ�VTXDUH�EUDFNHWV�LQGLFDWH�WKH�FXWV�,�KDYH�PDGH��ZKLFK�FDQ�DOVR�
LQFOXGH�VSHHFK�WXUQV��
��%HQLQFj�FDOOV�WKLV�FRQVWUXFWLRQ�µWRSLFDOL]DWLRQ¶��EXW�DV�QRWHG�E\�6DOYL���������WKH�WHUP�LV�LQDSSURSULDWH�DQG�PLVOHDGLQJ��
WKH�GLVSODFHG�HOHPHQW�GRHV�QRW�KDYH�D�WRSLF��WKDW�LV��WKHPDWLF��IXQFWLRQ��EXW�UDWKHU�LW�LV�WKH�IRFXV�RI�WKH�VHQWHQFH���
��,Q�HIIHFW��PXOWLSOH�IURQWLQJ�VHHPV�WR�EH�SRVVLEOH�LQ�FHUWDLQ�FDVHV��,Q�%UXQHWWL��������������,�DQDO\]H�WKHP�DV�FDVHV�RI�
LQFRUSRUDWLRQ�RI�WZR�IRFL�LQWR�RQH���
��,Q�%UXQHWWL���������������WKLV�WHQGHQF\�LV�UHODWHG�WR�WKH�GLVFRXUVH�OLQNLQJ�SURSHUWLHV�RI�WKH�IURQWHG�HOHPHQW���
��)RU�WKH�LGHD�WKDW�))�FRQYH\V�XQH[SHFWHG�LQIRUPDWLRQ�VHH�DOVR�9DOOGXYt��������IRU�&DWDODQ�DQG�0DWLü��������IRU�
$OEDQLDQ��6HUER�&URDW�DQG�0RGHUQ�*UHHN��
��$OWKRXJK�WKH�GLIIHUHQFH�LV�QRW�FOHDU�FXW��6HH�%UXQHWWL��������������IRU�H[DPSOHV�ZKHUH�D�FOHIW�ZLWK�D�TXDQWLILHU�LV�
DFFHSWDEOH��
��7KHUH�LV�DPSOH�GLVFXVVLRQ�LQ�WKH�OLWHUDWXUH�RQ�WKH�GLIIHUHQFH�EHWZHHQ�VHPDQWLFDOO\�YV�SUDJPDWLFDOO\�GHWHUPLQHG�
SUHVXSSRVLWLRQ��6HH�IRU�LQVWDQFH�WKH�GHEDWH�RQ�WKH�6SHFLDO�,VVXH�RI�7KHRUHWLFDO�/LQJXLVWLFV���������ZKHUH�GLIIHUHQW�
DXWKRUV�FRPPHQW�RQ�*HXUWV�DQG�YDQ�'HU�6DQGW¶V�SDSHU�µ)RFXV�LQWHUSUHWDWLRQ¶����
��7KH�FRUSXV�ZDV�FUHDWHG�ZLWKLQ�WKH�SURMHFW�1RFDQGR��&RQVWUXFFLRQHV�QR�FDQyQLFDO�HQ�HO�GLVFXUVR�RUDO��HVWXGLR�
WUDQVYHUVDO�\�FRPSDUWLYR��8QLYHUVLWDW�3RPSHX�)DEUD��%DUFHORQD��SULQFLSDO�LQYHVWLJDWRU�(QULF�9DOOGXYt���IXQGHG�E\�WKH�
6SDQLVK�6HFUHWDULD�GH�(VWDGR�GH�8QLYHUVLGDGHV�H�,QYHVWLJDFLyQ�GHO�0LQLVWHULR�GH�(GXFDFLyQ�\�&LHQFLD��Q��,�'�
+80������������
���0DWLü��������XQLILHV�WKH�QRWLRQV�RI�µFRQWUDVW¶�DQG�µXQH[SHFWHGQHVV¶�E\�GHILQLQJ�FRQWUDVW�DV�JRLQJ�DJDLQVW�WKH�
OLVWHQHU¶V�H[SHFWDWLRQV��7KH�WZR�HIIHFWV�FDQ�EH�VHW�DSDUW�LI�ZH�WDNH�LQWR�DFFRXQW�ZKHUH�WKH�DQWHFHGHQW�LV�IRXQG��HLWKHU�LQ�
SUHYLRXV�GLVFRXUVH��FRQWUDVW��RU�LQ�WKH�VKDUHG�ZRUOG�NQRZOHGJH��XQH[SHFWHGQHVV���7KHUH�DUH�DOVR�VRPH�PLGZD\�FDVHV�
WKRXJK��ZKHQ�WKH�LQIRUPDWLRQ�RI�SUHYLRXV�GLVFRXUVH�KDV�EHFRPH�D�QHZ�SLHFH�RI�VKDUHG�NQRZOHGJH�RU�EHOLHI�DPRQJ�WKH�
LQWHUORFXWRUV��DQG�WKH�))�VHQWHQFH�JRHV�DJDLQVW�WKH�H[SHFWDWLRQV�GHULYLQJ�IURP�LW��6HH�H[DPSOHV������DQG��������
���$OWHUQDWLYHO\��ZH�FRXOG�LQWHUSUHW�WKH�DQWHFHGHQW�DV�µ,�ZRXOG�OLNH�WR�JR�WR�DHURELFV�FODVV¶��DQG�WKH�))�VHQWHQFH�ZRXOG�
JR�DJDLQVW�WKH�H[SHFWDWLRQV�FUHDWHG�E\�WKH�SUHYLRXV�GLVFRXUVH��VHH�SUHYLRXV�IRRWQRWH���
���0DWLü¶V�FRUSXV�LV�YHU\�GLIIHUHQW�IURP�PLQH��ERWK�IURP�D�TXDQWLWDWLYH�DQG�D�TXDOLWDWLYH�SRLQW�RI�YLHZ��,W�LV�D�YHU\�ODUJH�
ZULWWHQ�FRUSXV��DERXW��������FODXVHV�SHU�ODQJXDJH���ZKRVH�VRXUFHV�DUH�GDLO\�MRXUQDOV��ODGLHV¶�DQG�WHHQDJHUV¶�PDJD]LQHV��
VDPSOHV�RI�QDUUDWLYH�SURVH�ZULWLQJ��DQG�WKUHH�WUDQVODWLRQV�RI�WKH�VDPH�(QJOLVK�QRYHO��'HVSLWH�WKLV�GLYHUVLW\��WKH�VLPLODULW\�
ZLWK�P\�GDWD�LV�VWULNLQJ��VR�WKH�FODVVLILFDWLRQ�LV�DOVR�XVHIXO�WR�GHVFULEH�P\�GDWD��
���6HH�(QGULVV��������IRU�DQ�DFFRXQW�RI�WKH�UHVWULFWLRQV�RQ�GLIIHUHQW�W\SHV�RI�TXDQWLILHUV�DV�WRSLFV��
���2Q�WKH�IDFW�WKDW�WKH�DOWHUQDWLYHV�WR�WKHVH�))V�DUH�RUGHUHG�LQ�D�GHJUHH�VFDOH��VHH�DOVR�0DWLü�����������������
���)RU�LQVWDQFH�LQ��L���WKH�UHIHUHQW�RI�µP\�GRJ¶�LV�UHFRYHUHG�E\�WKH�ULJKW�GLVORFDWHG�HSLWKHW�µWKH�PDQJ\�ROG�EHDVW¶��
�����L��D��,�WRRN�P\�GRJ�WR�WKH�YHW�\HVWHUGD\��
���������E��+H�LV�JHWWLQJ�XQDIIRUGDEOH��WKH�PDQJ\�ROG�EHDVW��
6HH�%UXQHWWL��������VXEPLWWHG��IRU�DQ�H[SOLFLW�SDUDOOHOLVP�EHWZHHQ�WKH�GLVFRXUVH�IXQFWLRQ�RI�ULJKW�GLVORFDWLRQ�DQG�WKDW�RI�
WKH�SRVW�IRFDO�EDFNJURXQG�LQ�))�FRQVWUXFWLRQV��
���7KLV�LV�D�FDVH�ZKHUH�WKH�SUHYLRXV�GLVFRXUVH�FRQWDLQV�D�VKDUHG�EHOLHI�DPRQJ�WKH�LQWHUORFXWRUV��6HH�IRRWQRWH�����
���:LWKLQ�D�PRGHO�RI�GLVFRXUVH�VXFK�DV�WKH�RQH�SURSRVHG�E\�5REHUWV���������DQ�LPSOLFLW�TXHVWLRQ�VXPPDUL]LQJ�WKH�
SUHYLRXV�GLVFRXUVH�ZRXOG�EH�WKH�PRVW�JHQHUDO��KLHUDUFKLFDOO\��WKH�WRSPRVW��µTXHVWLRQ�XQGHU�GLVFXVVLRQ¶�DPRQJ�WKRVH�
WKDW�IRUP�WKH�VWUXFWXUH�RI�WKDW�GLVFRXUVH�VHJPHQW����
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���7KH�XQDQLPRXV�UHYLHZHU�DUJXHV�WKDW�WKH�V\QWDFWLF�SRVLWLRQ�RI�HOHPHQWV�DVVRFLDWHG�ZLWK�IRFXV�SDUWLFOHV�LV�GLIIHUHQW�
IURP�WKDW�RI�D�))��DW�OHDVW�IURP�ZKDW�ZH�VHH�LQ�VRPH�ODQJXDJHV��H�J��+XQJDULDQ���7KLV�FDQ�EH�WUXH��JLYHQ�WKDW�IRFXV�
SDUWLFOHV�WULJJHU�D�SUHVXSSRVLWLRQ�WKDW�LV�PRUH�FRQVWUDLQHG�WKDQ�WKDW�WULJJHUHG�E\�WKH�IRFXV�DORQH��0\�DQDO\VLV��KRZHYHU��
LV�QRW�DIIHFWHG��,Q�IDFW��ZKHQ�WKH�IRFXVHG�HOHPHQW�LV�IURQWHG��VHQWHQFHV�ZLWK�IRFXV�VHQVLWLYH�SDUWLFOHV�VKDUH�ZLWK�WKH�RWKHU�
))�VHQWHQFHV�WKH�IDFW�WKDW�WKH\�GLVSOD\�D�IRFXV�EDFNJURXQG�VWUXFWXUH��DQG�WKH�FRQVHTXHQFHV�RI�KDYLQJ�VXFK�D�VWUXFWXUH�
DUH�WKH�VDPH�IRU�ERWK�W\SHV�RI�VHQWHQFHV���
���0DWLü��������DOVR�SUHVHQWV�FDVHV�RI�IURQWHG�DGYHUELDOV�GHQRWLQJ�WKH�SRODULW\�RI�WKH�VHQWHQFH��VXFK�DV�µUHDOO\¶��µZLWKRXW�
GRXEW¶��µZLWK�FHUWDLQW\¶��HWF��7KHUH�ZHUHQ¶W�DQ\�RI�VXFK�H[SUHVVLRQV�LQ�P\�FRUSXV��QHLWKHU�LQ�6SDQLVK�QRU�LQ�,WDOLDQ��
�


