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0RQH\�DQG�-XGJHV��&RQWRXUV�RI�-XGLFLDO�%ULEHU\�LQ�0HGLHYDO�

-HZLVK�DQG�&DQRQ�/DZ

%\��6KORPR�3LOO�

,���,1752'8&7,21

-XGLFLDO�HWKLFV�LV�D�FHQWUDO�FRQFHUQ�RI�DOO�OHJDO�V\VWHPV��7KH�ODZ�RZHV�LWV�YLDELOLW\�WR�WKH�FRXUWV�

WKDW�DSSO\�DQG�HQIRUFH�LW��DQG�WKH�HIILFDF\�RI�WKH�FRXUWV�GHSHQGV�RQ�SHRSOH¶V�ZLOOLQJQHVV�WR�VXEPLW�

WKHLU� GLVSXWHV� WR� WKHP� DQG� DFFHSW� WKHLU� UXOLQJV�� -XGLFLDO� HWKLFV� ODZV� DLP� WR� HQJHQGHU� SXEOLF�

FRQILGHQFH�LQ�WKH�FRXUWV�E\�DVVXULQJ�OLWLJDQWV�WKDW�WKHLU�GLVSXWHV�ZLOO�EH�UHVROYHG�E\�MXGJHV�ZLWK�

SURIHVVLRQDOLVP��HUXGLWLRQ��DQG� LQWHJULW\��'XULQJ� WKH�PLGGOH�DJHV��EULEHU\�ZDV�RQH�RI� WKH�PDLQ�

IRFXVHV�RI�MXGLFLDO�HWKLFV�LQ�ERWK�-HZLVK�DQG�&DQRQ�ODZ��7KHVH�V\VWHPV�LQ�SDUWLFXODU�UHOLHG�RQ�WKH�

JRRG�ZLOO�RI�WKHLU�DGKHUHQWV�IRU�WKHLU�RZQ�YLDELOLW\��DQG�HDFK�WRRN�PHDVXUHV�WR�HDUQ�WKDW�WUXVW�E\�

WU\LQJ�WR�FXUWDLO�WKH�LPSUHVVLRQ�RI�MXGLFLDO�FRUUXSWLRQ�WKDW�UHVXOWV�IURP�MXULVWV�WDNLQJ�PRQH\�IURP�

WKH�OLWLJDQWV�WKH\�DUH�MXGJLQJ��

7KLV� SDSHU� H[SORUHV� WKH� -HZLVK� DQG�&DQRQ� ODZ� SURKLELWLRQV� RQ� MXGLFLDO� EULEHU\� GXULQJ� WKH�

PHGLHYDO�SHULRG�� ,Q�GLVFXVVLQJ� WKH�KDODNKLF�� RU -HZLVK� ODZ�� GRFWULQH�� WKLV�SDSHU�GUDZV�RQ� WKH�

7DOPXG��DV�ZHOO�DV� UDEELQLF�VFKRODUVKLS�VXFK�DV�FRGLILFDWLRQV�DQG�UHVWDWHPHQWV�RI� WKH� ODZ��DQG�

� 6HQLRU�)HOORZ�DQG�3RVW�'RFWRUDO�)HOORZ�LQ�/DZ�DQG�5HOLJLRQ��7KH�&HQWHU�IRU�WKH�6WXG\�RI�/DZ�
DQG�5HOLJLRQ��(PRU\�8QLYHUVLW\�6FKRRO�RI�/DZ��,QVWUXFWRU��(PRU\�&ROOHJH�IRU�$UWV�DQG�
6FLHQFHV���6�-�'��LQ�/DZ�DQG�5HOLJLRQ��������(PRU\�/DZ�6FKRRO��/�/�0��LQ�/DZ�DQG�5HOLJLRQ��
������(PRU\�/DZ�6FKRRO��-�'���������)RUGKDP�8QLYHUVLW\�6FKRRO�RI�/DZ���0\�WKDQNV�WR�
3URIHVVRU�3KLOOLS�5H\QROGV�RI�(PRU\¶V�&DQGOHU�6FKRRO�RI�7KHRORJ\�IRU�PDQ\�KHOSIXO�GLVFXVVLRQV�
LQ�FRQQHFWLRQ�WR�WKLV�DUWLFOH�
� 6HH�,UYLQJ�5��.DXIPDQ��/LRQV�RU�-DFNDOV��7KH�)XQFWLRQ�RI�D�&RGH�RI�-XGLFLDO�(WKLFV�����/DZ�	�
&RQWHPS��3UREV���������������³3RVVHVVHG�RI�QHLWKHU�SXUVH�QRU�VZRUG��>WKH�MXGLFLDU\@�GHSHQGV�
SULPDULO\�RQ�WKH�ZLOOLQJQHVV�RI�PHPEHUV�RI�VRFLHW\�WR�IROORZ�LWV�PDQGDWHV�´��
� 6HH�5LFKDUG�+��+HOPKRO]��0RQH\�DQG�-XGJHV�LQ�WKH�/DZ�RI�WKH�0HGLHYDO�&KXUFK� ��8��&KL��/��
6FK��5RXQGWDEOH���������������������H[DPSOHV�RI�SRSXODU�LPSUHVVLRQV�RI�MXGJHV�WDNLQJ�PRQH\�
GXULQJ�WKH�0LGGOH�$JHV��
� 6HH�5REHUW�.LUVFKQHU��5DEELQLF�5HVSRQVD�RI�WKH�+RORFDXVW�(UD�����������³+DODNKD�LV�WKH�
FROOHFWLYH�UDEELQLF�WHUP�IRU�WKH�SUHVFULSWLYH�ODZV�RI�-XGDLVP���������+DODNKDK�GHILQHG�WKH�FRXUVH�RI�
GD\�WR�GD\�-HZLVK�H[LVWHQFH��DQG�ZDV�LQ�WXUQ�GHILQHG�E\�LW�´��
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UHVSRQVD� GDWLQJ� IURP� WKH� ��WK FHQWXU\� XQWLO� WKH�PLG���WK FHQWXU\�� ,Q� SUHVHQWLQJ� WKH�&DQRQ� ODZ�

DSSURDFK� WR� MXGLFLDO� EULEHU\�� WKLV� SDSHU� UHOLHV� SULQFLSDOO\� RQ� WZR� DUWLFOHV� ZULWWHQ� E\� 5LFKDUG�

+HOPKRO]� LQ�ZKLFK� WKH�DXWKRU�VXUYH\HG�DQG�H[SOLFDWHG�YDULRXV�DVSHFWV�RI�PHGLHYDO�&DQRQ�ODZ�

MXGLFLDO�HWKLFV��

3DUW�,,�RI�WKLV SDSHU�H[SORUHV�WKH�WKHRUHWLFDO�XQGHUSLQQLQJV�WKDW�DQLPDWHG�WKH�UXOHV�JRYHUQLQJ�

MXGLFLDO�EULEHU\� LQ�&DQRQ�DQG�-HZLVK� ODZ�GXULQJ� WKH�0LGGOH�$JHV�� �3DUW� ,,,�QH[W� FRQVLGHUV� WKH�

VXEVWDQFH�RI�WKH�-HZLVK�DQG�&DQRQ�ODZ�GRFWULQHV��IRFXVLQJ�RQ�KRZ�VFKRODUV�ZLWKLQ�HDFK�V\VWHP�

GLVWLQJXLVKHG�EHWZHHQ�SHUPLWWHG�DQG�SURKLELWHG�SD\PHQWV�WR�MXGJHV�LQ�RUGHU�WR�OHDYH�RSHQ�DGHTXDWH�

DYHQXHV�IRU�MXGJHV�WR�HDUQ�D�OLYLQJ�IURP�WKHLU�ZRUN��)LQDOO\��3DUW�,9�EULHIO\�GLVFXVVHV�VRPH�RI�WKH�

SURFHGXUDO�LPSOLFDWLRQV�RI�D�MXGJH¶V�WDNLQJ�D�EULEH�LQ�-HZLVK�DQG�&DQRQ�ODZ��LQFOXGLQJ�D�EULEHG�

MXGJH¶V� REOLJDWLRQ� WR� UHFXVH� KLPVHOI� IURP� D� FDVH�� DQG� WKH� OHJDO� HIIHFW� RI� UXOLQJV� KH� LVVXHG� LQ�

YLRODWLRQ�RI�WKLV�GXW\���

,,�� -8',&,$/� %5,%(5<�� 7+(25(7,&$/� )281'$7,216� $1'� $1,0$7,1*�

35,1&,3/(6

7KLV� 3DUW� H[SORUHV� WKH� UHVSHFWLYH� MXULVSUXGHQWLDO� WKHRULHV� XQGHUO\LQJ� PHGLHYDO� -HZLVK� DQG�

&DQRQ�EULEHU\�ODZ��(VVHQWLDOO\��LW�DVNV�WKH�TXHVWLRQ���:K\�GLG�WKHVH�OHJDO�V\VWHPV�SURKLELW�MXGLFLDO�

EULEHU\���)RU�FRQWHPSRUDU\�ODZ\HUV��MXGJHV��DQG�VFKRODUV��WKH�DQVZHU�PLJKW�VHHP REYLRXV��WKH�ODZ�

SURKLELWV�EULEHU\�EHFDXVH�EULEHV�WHQG�WR�ELDV�MXGJHV�LQ�IDYRU�RI�WKH�EULELQJ�SDUW\��OHDGLQJ�WR�MXGJH¶V�

PDNLQJ�GHFLVLRQV�EDVHG�RQ�SHUVRQDO�SUHIHUHQFHV�UDWKHU�WKDQ�WKH�ODZ��DQG�XQGHUPLQLQJ�OLWLJDQWV¶�

ULJKWV�WR�D�IDLU�KHDULQJ�E\�DQ�LPSDUWLDO MXGJH�DQG�D�UXOLQJ�FRQVRQDQW�ZLWK�DFFHSWHG�OHJDO�QRUPV��

,Q�IDFW��KRZHYHU��PDLQWDLQLQJ�LPSDUWLDOLW\�ZDV�RQO\�RQH�RI�WKH�WZR�EDVHV�IRU�SURKLELWLQJ�EULEHU\�LQ�

PHGLHYDO�&DQRQ�ODZ��$Q�DOWHUQDWLYH�WKHRU\�KHOG�WKDW�EULEHU\�FRQVWLWXWHG�WKH�VLQ�RI�VLPRQ\��DQG�ZDV

SURVFULEHG� IRU� WKDW� UHDVRQ�� -HZLVK� ODZ�� KRZHYHU�� RIIHUHG� DQ� HQWLUHO\� GLIIHUHQW� WKHRU\� WKDW� KHOG�

� 6HH +HOPKRO]��VXSUD�QRWH����DW �����5LFKDUG�+HOPKRO]��&DQRQLVWV�DQG�6WDQGDUGV�RI�
,PSDUWLDOLW\�IRU�3DSDO�-XGJHV�'HOHJDWH�����7UDGLWLR��������������������
� 6HH�� H�J��� $PHULFDQ� %DU� $VVRFLDWLRQ� &RGH� RI� -XGLFLDO� &RQGXFW�� 3UHDPEOH�� FO�� �� �������� VHH�
JHQHUDOO\�6KORPR�3LOO��5HFRYHULQJ�-XGLFLDO�,QWHJULW\��7RZDUGV�D�'XW\�)RFXVHG�'LVTXDOLILFDWLRQ�
-XULVSUXGHQFH�%DVHG�RQ�-HZLVK�/DZ�����)RUG��8UEDQ�/�-���������������������
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SURKLELWHG�ZDV� SURKLELWHG� EHFDXVH� LW�PDGH� WKH� EULEHG� MXGJH�D� YLUWXDO� SDUW\� WR� WKH� FDVH� KH�ZDV�

GHFLGLQJ��WKXV�QHJDWLQJ�WKH�FRXUW¶V�SURSHU�WKLUG�SDUW\�DUELWUDO�UROH�

3DUW�,,�$�H[SOLFDWHV�WKH�WZR�SULQFLSOH�WKHRULHV�RI�MXGLFLDO�EULEHU\�RIIHUHG�E\�PHGLHYDO�FDQRQLVWV��

3DUW�,,�%�WXUQV�WR�H[SORUH�WKH�UROH�SUHVHUYDWLRQ�UDWLRQDOH�WKDW�DQLPDWHG�-HZLVK�EULEHU\�UXOHV�

$� &$121�/$:�$1'�-8',&,$/�,03$57,$/,7<

0HGLHYDO� &DQRQ� ODZ� SURKLELWHG� MXGLFLDO� EULEHU\�� ,W� ZDV� QRW� WKH� EULEH� LWVHOI� WKDW� ZDV�

SUREOHPDWLF��$�EULEH�ZDV�YLHZHG�DV�D�SUR[\�IRU�WKH�SUHVHQFH�RI�D�GHHSHU�VXEVWDQWLYH�SUREOHP�WKDW�

WKH�SURVFULSWLRQ�RI�EULEHU\�DLPHG�WR�SUHYHQW��7ZR�SULQFLSOH�WKHRULHV�VHHP�WR�KDYH�DQLPDWHG�&DQRQ�

ODZ�UXOHV�JRYHUQLQJ�WKH�SHUPLVVLELOLW\�RI�MXGJHV�UHFHLYLQJ�UHPXQHUDWLRQ�IURP�OLWLJDQWV��2QH�WKHRU\�

HPSKDVL]HG� WKH� QHFHVVLW\� RI� MXGLFLDO� LPSDUWLDOLW\�� DQG� WKHUHIRUH� FRQGHPQHG� EULEHU\� EHFDXVH� LW�

ZRXOG�UHVXOW�LQ�ELDV�IDYRULQJ�WKH�EULELQJ�OLWLJDQW�� $QRWKHU�WKHRU\�SURKLELWHG�EULEHU\�LQGHSHQGHQW�

RI�LWV�HIIHFW�RQ�MXGJHV¶�LPSDUWLDOLW\�EHFDXVH�E\�DFFHSWLQJ�SD\PHQW�IRU�DGMXGLFDWLQJ�D�FDVH�D�MXULVW�

FRPPLWWHG�WKH�VLQ�RI�VLPRQ\��WKH�VDOH�RI�D�KRO\�WKLQJ��

6HYHUDO�PHGLHYDO�FDQRQLVWV�SURKLELWHG�EULEHU\�EHFDXVH�WKH\�YLHZHG�LW�DV�D�IRUP�RI�VLPRQ\��

$FFRUGLQJ�WR�5LFKDUG�+HOPKRO]��*UDWLDQ�ZURWH�WKDW�MXGLFLDO�EULEHU\�DPRXQWHG�WR�WKH�VDOH�RI�MXVWLFH�

DQG�D�IUDXG�DJDLQVW�*RG��� 2Q�WKLV�YLHZ��MXVWLFH�ZDV�D�JLIW�RI�*RG��DQG�D�MXGJH¶V�WDVN�ZDV�WR�FODULI\�

DQG�GLVSHQVH�*RG¶V�MXVWLFH��� %HFDXVH�MXVWLFH�EHORQJHG�WR�*RG��WKH�MXGJH�ZDV�WR�GLVSHQVH�LW�IUHHO\�

RXW�RI�D�JHQXLQH�ORYH�IRU�WKH�DFWXDOL]DWLRQ�RI�*RG¶V�ZLOO�RQ�HDUWK�UDWKHU�WKDQ�LQ�UHWXUQ�IRU�FRUSRUHDO�

JDLQV��%ULEHU\�WKXV�DPRXQWHG�WR�D�MXGJH¶V�VHOOLQJ�ZKDW�EHORQJHG�WR�*RG�IRU�KLV�SHUVRQDO�JDLQ��WKH�

TXLQWHVVHQWLDO�GHILQLWLRQ�RI�VLPRQ\���

� 6HH� JHQHUDOO\�5LFKDUG�+HOPKRO]��&DQRQLVWV� DQG� 6WDQGDUGV� RI� ,PSDUWLDOLW\� IRU�3DSDO� -XGJHV�
'HOHJDWH�����7UDGLWLR���������������������+HOPKRO]��VXSUD�QRWH����DW ��������
� 6HH�JHQHUDOO\ +HOPKRO]��VXSUD�QRWH����DW �������
� 6HH VRXUFHV�FLWHG�LQ�-$0(6�$� %581'$*(��7+(�0(',(9$/�25,*,16�2)�7+(�/(*$/�352)(66,21�
&$121,676�&,9,/,$16�$1'�&28576 �����Q��������������6HH +HOPKRO]��VXSUD�QRWH����DW �������
�� 6HH�+HOPKRO]��VXSUD�QRWH����DW �����TXRWLQJ�*UDWLDQ�³+H�ZKR�WDNHV�D�UHZDUG�LQ�UHFRPSHQVH�
SHUSHWUDWHV�D�IUDXG�XSRQ�*RG�´��
�� 6HH��%581'$*(��VXSUD QRWH����DW������FLWLQJ�PHGLHYDO�FDQRQLVWV�IRU�WKH�SURSRVLWLRQ�WKDW�MXGJHV�
ZHUH�XQGHUVWRRG�WR�EH�*RG¶V�VSHFLDO�HPLVVDULHV�DQG�PLQLVWHUV�LQ�WKH�GLVSHQVDWLRQ�RI�MXVWLFH��
�� 6HH�+HOPKRO]��VXSUD�QRWH����DW ���������7KLV�YLHZ�ZDV�DGRSWHG�E\�RWKHU�FDQRQLVWV�DV�ZHOO���6HH�
LG��DW������³>$FFRUGLQJ�WR@�WKH�'HFUHWDOV�*UHJRULL�,;��������DQG�WKH�/LEHU�6H[WXV��������������,Q�
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$Q�DOWHUQDWLYH�WKHRU\�SURKLELWHG�EULEHU\�EHFDXVH�LW�UHVXOWHG�LQ�MXGLFLDO�ELDV�IDYRULQJ�WKH�EULEHU�

RYHU�KLV�RSSRQHQW��,Q�&DQRQ�ODZ�MXULVSUXGHQFH��LW�ZDV�D[LRPDWLF�WKDW�DGMXGLFDWRU\�UXOLQJV�VKRXOG

EH�EDVHG�RQ�WKH�MXGJH¶V�YLHZ�RI�ZKDW�WKH�ODZ�UHTXLUHV�XQGHU�WKH�IDFWV�RI�WKH�FDVH�UDWKHU�WKDQ�RQ�WKH�

EDVLV�RQ�WKH�SUHVLGLQJ�MXGJH¶V�H[WUD�OHJDO�SUHIHUHQFHV��� -XGJHV�ZHUH�WKHUHIRUH�REOLJDWHG�WR�UHFXVH�

WKHPVHOYHV� IURP� FDVHV� LQ�ZKLFK� WKHLU� GHFLVLRQV�ZRXOG� VWHP� IURP� SHUVRQDO� ELDV��� %ULEHU\�� DQ�

H[FKDQJH�RI�FRQVLGHUDWLRQ�EHWZHHQ�D�MXGJH�DQG�OLWLJDQW��ZDV�XQGHUVWRRG�WR�FUHDWH�D�VHULRXV�ULVN�RI�

ELDV��DQG�ZDV�WKHUHIRUH�SURKLELWHG��2Q�WKLV�YLHZ��LOOHJDO�EULEHU\�ZDV�PHUHO\�D�SUR[\�IRU�GHWHUPLQLQJ�

WKH�SUHVHQFH�RI�LPSURSHU�MXGLFLDO�SDUWLDOLW\��WKH�SUREOHP�ZLWK�EULEHU\�OD\�³LQ�WKH�FRUUXSWLRQ�RI�WKH�

MXGJH�WKURXJK�D�EULEH��QRW�RQ�WKH�VLPSOH�IDFW�WKDW�PRQH\�������FKDQJHG�KDQGV�´��

%� -(:,6+�/$:�$1'�7+,5'�3$57<�$'-8',&$7,21

-HZLVK�ODZ�SURKLELWV�MXGLFLDO�EULEHU\�EHFDXVH�D�MXGJH ZKR�UHFHLYHV�FRQVLGHUDWLRQ�IURP�D�OLWLJDQW�

EHFRPHV�D�YLUWXDO�SDUW\�WR�WKH�FDVH��WKHUHE\�XQGHUPLQLQJ�WKH�FRXUW¶V�UROH�DV�D�GHWDFKHG��WKLUG�SDUW\�

DUELWHU��7KXV��ZKLOH�RWKHU�GRFWULQHV�LQ�-HZLVK�OHJDO�HWKLFV�LQVXUH�MXGLFLDO�LPSDUWLDOLW\��� WKH�EULEHU\�

UXOHV�DLP�WR�LQVXUH�WKDW�MXGJHV�PDLQWDLQ�WKH�UHTXLUHG�WKLUG�SDUW\�YDQWDJH�UHODWLYH�WR�WKH�OLWLJDQWV�

DQG�VXEMHFW�PDWWHU�RI�HDFK�FDVH���

-HZLVK� ODZ�UHTXLUHV�DGMXGLFDWLRQ� WR�EH�D� WKLUG�SDUW\�SURFHVV��� -HZLVK� WUDGLWLRQ�FKDUDFWHUL]H�

*RG�DV�FKHVVHG��³VHOIOHVV�DFWLRQV�FDOFXODWHG�WR�LPSDUW�JRRG�XQWR�RWKHUV�´�� *RG¶V�JUHDWHVW�DFW�RI�

NLQGQHVV�ZDV�+LV�FUHDWLQJ�0DQ�DV�D�IUHH�ZLOOHG�EHLQJ�FDSDEOH�RI�HPXODWLQJ�WKH�GLYLQH�E\�FKRRVLQJ�

RUGHU�WKDW�MXVWLFH�VKRXOG�EH�UHQGHUHG�µIUHHO\�DQG�ZLWK�DOO�SXULW\�¶�LW�ZDV�XQODZIXO�IRU�MXGJHV WR�WDNH�
µD�FKDUJH�RU�DQ\WKLQJ�HOVH¶�IURP�WKH�SDUWLHV�ZKR�DSSHDUHG�EHIRUH�WKHP�´��
�� 6HH��H�J�����+RVWLHQVLV��/HFWXUD��DW�����YD�WR�;�����������TXRWHG�LQ %581'$*(��VXSUD QRWH����
������³1RWH�WKDW�D�MXGJH�VKRXOG�EH�VR�LPSDUWLDO�WKDW�KH�LQMXUHV�QR�RQH���1HLWKHU�KDWUHG�QRU�IDYRU��
IHDU�QRU�PRQH\� VKRXOG� VZD\�KLV� MXGJPHQW�RU�FDXVH�KLP�WR�GR�DQ\WKLQJ�GHWULPHQWDO� WR� D�SDUW\���
$FFRUGLQJO\��KH�VKRXOG�GHQ\�MXVWLFH�WR�QR�RQH�������KRZHYHU�GHWHVWDEOH�WKH\�PD\�EH��������/HW�WKH�
MXGJH�NHHS�IDLU�SOD\�HYHU�EHIRUH�KLV�H\HV�´��
�� 6HH %581'$*(��VXSUD QRWH����DW�����
�� 5LFKDUG�+HOPKRO]��&DQRQLVWV� DQG� 6WDQGDUGV� RI� ,PSDUWLDOLW\� IRU�3DSDO� -XGJHV�'HOHJDWH�� ���
7UDGLWLR�����������������
�� 6HH�<RVHI�.DUR��6KXOFKDQ�$UXFK��&KRVKHQ�0LVKSDW�����������
�� 6HH� JHQHUDOO\� 6KORPR� 3LOO�� 5HFRYHULQJ -XGLFLDO� ,QWHJULW\�� 7RZDUGV� D� 'XW\�)RFXVHG�
'LVTXDOLILFDWLRQ�-XULVSUXGHQFH�%DVHG�RQ�-HZLVK�/DZ�����)RUG��8UEDQ�/�-���������������������
�� ,G��
�� ,G� DW�����
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WR�VXSSUHVV�KLV�QDWXUDO�WHQGHQF\�WRZDUGV�VHOI�LQWHUHVWHG�DFWLRQ�LQ�IDYRU�RI�DFWLQJ�ZLWK�FKHVVHG���

-HZLVK�WKRXJKW�IXUWKHU�PDLQWDLQV�WKDW�WKH�7RUDK��*RG¶V�UHYHDOHG�ZLOO�� LQVWUXFWV�-HZV�DV�WR�ZKDW�

DFWLRQV�FRQVWLWXWH�FKHVVHG�DQG�ZKLFK�GR�QRW��� 7KXV��-HZLVK�ODZ�³IXQFWLRQV�SULPDULO\�DV�D�PHDQV�

RI� HQDEOLQJ� LWV� DGKHUHQWV� WR� GHYHORS� WKHLU� KXPDQHQHVV� WKURXJK� VHOI�WUDQVFHQGHQFH�� E\� �� �� ��

LQVWUXFWLQJ�WKHP�WR�FKRRVH�WR�DGRSW�*RG¶V�FKHVVHG�IRFXVHG�ZLOO�DV�WKHLU�RZQ�´��

7KH�WUDQVIRUPDWLRQ�RI�0DQ�IURP�VHOI�LQWHUHVWHG�KRPR�VDSLHQ�WR�VHOIOHVV�KXPDQ�EHLQJ�UHTXLUHV�

RWKHU�UHIHUHQWLDOLW\��WKH�DGRSWLRQ�RI�H[WHUQDOO\�GLFWDWHG��UDWKHU�WKDQ�LQWHUQDOO\�GHYLVHG�EHKDYLRUDO�

QRUPV� DQG� YDOXHV��� ,Q� WKH� -HZLVK� WUDGLWLRQ�� FKRRVLQJ� KRZ� WR� DFW� EDVHG� RQ� RQH¶V� RZQ� PRUDO�

FRPSDVV� LV� DQ� DFW� RI� VHOI�LQGXOJHQFH�� KRZHYHU��PDNLQJ� WKDW� VDPH� GHWHUPLQDWLRQ� EDVHG� RQ� WKH�

FRPPDQG� RI� DQ� H[WHUQDO� DXWKRULW\� ± LQ� WKLV� FDVH�� *RG� ± LV� D� PRUDOO\� HQQREOLQJ� DFW� RI� VHOI�

WUDQVFHQGHQFH��� 7KXV��DV�D�PRUDOL]LQJ�PHGLXP��-HZLVK�ODZ�UHOLHV�SULPDULO\�RQ�WKH�SURFHVV�RI�-HZV�

FKRRVLQJ� WR�VXEMXJDWH� WKHLU�QDWXUDOO\� VHOI�LQWHUHVWHG�SUHIHUHQFHV� WR�*RG¶V�RZQ�YDOXH� MXGJPHQWV�

HPERGLHG LQ�WKH�KDODNKD��� $V�0DLPRLGHV�QRWHV�LQ�KLV�VHPLQDO�-HZLVK�ODZ�FRGLILFDWLRQ��0LVKQDK�

�� 6HH�6$0621�5$3+$(/�+,56&+� 7+(�1,1(7((1�/(77(56 ����-RVHSK�(OLDV��WUDQ����G�HG��������
�³6LQFH�*RG¶V�ZRUOG�LV�EXLOW�������RQ�ORYLQJ�NLQGQHVV��PDQ¶V�GXW\�WR�IROORZ�*RG�DQG�LPLWDWH�+LV�
ZD\V� LV� GLVFKDUJHG�� LQ� WKH� ILUVW� SODFH�� E\� GRLQJ� DFWV� RI� NLQGQHVV�´���<(+8'$+�/2(:� '(5(&+�

&+$,0 �����VWDWLQJ�WKDW�0DQ�PDNHV�KLPVHOI�WUXO\�KXPDQ�E\�FKRRVLQJ�WR�JRYHUQ�KLPVHOI�ZLWK�KLV�
LQWHOOHFW�DQG�DZDUHQHVV�RI�KLV�*RG�JLYHQ�SXUSRVH�LQVWHDG�RI�ZLWK�KLV�EDVH�SK\VLFDOLW\���VHH�DOVR
0LFKDHO�-��%UR\GH��5LJKWV�DQG�'XWLHV�LQ�WKH�-HZLVK�7UDGLWLRQ��LQ�&2175$676�,1�$0(5,&$1�$1'�

-(:,6+�/$:�;;,; �'DQLHO�3ROODFN�HG����������³>-HZLVK�ODZ@�LV�SUHGLFDWHG�RQ�WKH�GXW\�WR�LPLWDWH�
WKH�'LYLQH�´���0DLPRQLGHV��6HIHU�+DPLW]YRV��3RVLWLYH�&RPPDQGPHQW���
�� 6HH�/$:� 32/,7,&6� $1'�025$/,7<�,1�-8'$,60 ���0LFKDHO�:DO]HU�HG����������5REHUW�%DUXFK�
%XVK��0HGLDWLRQ�DQG�$GMXGLFDWLRQ��'LVSXWH�5HVROXWLRQ�DQG�,GHRORJ\��$Q�,PDJLQDU\�&RQYHUVDWLRQ��
��-��&RQWHPSRUDU\�/�� ,VVXHV���������������³>7KH�-HZLVK�OHJDO�V\VWHP@�LV�EDVHG�RQ�WKH�YDOXH�RI�
HQFRXUDJLQJ� LQGLYLGXDOV� WR� H[SDQG� WKHLU� QDUURZ� VHOI�FHQWHUHGQHVV� DQG� UHDFK� RXW� WR� D� OHYHO� RI�
FRQVLGHUDWLRQ�RI�RWKHUV�´��
�� 3LOO��VXSUD QRWH�����DW�����
�� 6HH�LG��DW�����
�� 6HH LG��DW������³:KHQ�RQH�SHUIRUPV�D�JRRG�DFW�EHFDXVH�KLV�RZQ�FRQVFLRXV�GLFWDWHV�KH�GR�VR��KLV�
FRQGXFW�VWHPV�IURP�VHOI�UHIHUHQWLDO�LQVWLQFW��ZKHQ�KH�GRHV�WKH�VDPH�DFW�EHFDXVH�LW�LV�FRPPDQGHG�
E\�DQ�H[WHUQDO�PRUDO�DXWKRULW\��KRZHYHU��WKH�SHUIRUPDQFH�EHFRPHV�D�VHOI�WUDQVFHQGLQJ��PRUDOL]LQJ�
DFW�´��
�� 6HH�,VLGRUH�*UXQIHOG��,QWURGXFWLRQ�O[[YLL��LQ�6$0621�5$3+$(/�+,56&+� +25(%� $ 3+,/2623+<�
2)�-(:,6+�/$:6�$1'�2%6(59$1&(6 �,VLGRUH�*UXQIHOG��WUDQVO����WK HG���������³,I�D�SHUVRQ�PDNHV�
WKH�ZLOO�RI�*RG�KLV�RZQ�ZLOO�� DQG� ILJKWV´�KLV�QDWXUDO� VHOI�FHQWHUHGQHVV� ³KH�GHYHORSV�KLV�PRUDO�
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7RUDK��LW�LV�LPSRUWDQW�WKDW�WKH�ODZ�LV�REH\HG�EHFDXVH�LW�LV�*RG
V�FRPPDQG��UDWKHU�WKDQ�DV�D�UHVXOW�

RI�D�SHUVRQ
V�RZQ�SHUVRQDO�UHDVRQLQJ��MXGJPHQW��DQG�PRUDO�GLVFHUQPHQW���

7KH� SRVVLELOLW\� RI� DFFHSWLQJ� H[WHUQDOO\� GHFODUHG� OHJDO� UXOHV� LV� SUREOHPDWLF� LQ� FDVHV� RI�

LQWHUSHUVRQDO�GLVSXWHV�ZKHUH�OLWLJDQWV�RIWHQ�UHDVRQDEO\�GLVDJUHH�DERXW�ZKDW�*RG¶V�ODZ�UHTXLUHV��,Q�

VXFK�LQVWDQFHV��QHLWKHU�SDUW\�LV�ZLOOLQJ�WR�DFFHSW�WKH�RWKHU¶V�RSLQLRQ�DERXW�ZKDW�WKH�ODZ�UHTXLUHV��

DQG�HYHQ�RQH�ZDV�ZLOOLQJ�WR�GR�VR��DFFHSWLQJ�WKH�OHJDO�YLHZ�RI�DQ�RSSRVLQJ�LQWHUHVWHG�SDUW\�ZRXOG�

QHJDWH�-HZLVK�ODZ¶V�PRUDOL]LQJ�SXUSRVH�EHFDXVH�WKDW�FRQFHSWLRQ�RI�ZKDW�WKH�ODZ�UHTXLUHV�ZRXOG�

EH�VHOI�UHIHUHQWLDO��7KH�-HZLVK�DGMXGLFDWRU\�SURFHVV�UHPHGLHV�WKLV�SUREOHP�E\�SURYLGLQJ�GLVSXWDQWV�

ZLWK�D�FRXUW¶V�H[WHUQDO��WKLUG�SDUW\�GHWHUPLQDWLRQ�RI�ZKDW�*RG¶V�ODZ�UHTXLUHV���&RXUWV�WKXV�HQDEOH�

³VHOI�IRFXVHG� OLWLJDQWV� �� �� �� >WR@� �� �� �� WUDQVFHQG� WKHLU� SHUVRQDO� SULRULWLHV� E\� DGRSWLQJ� D� FRXUW¶V�

GLVLQWHUHVWHG�MXGJPHQW�DV�WKHLU�RZQ�VWDQGDUG�>RI�FRQGXFW@��WKHUHE\�PRUDOO\�HQQREOLQJ�WKHLU�FRQGXFW�

FRQVRQDQW�ZLWK�7RUDK�LGHDOV�´�� DQG�FRXUWV�DUH�DEOH�WR�IXOILOO�WKLV�YLWDO�³SUHFLVHO\�EHFDXVH�WKH\�DUH�

QRW�SDUWLHV�WR�WKH�FDVHV�WKH\�GHFLGH�´��

-HZLVK�ODZ�SUHVHUYHV�WKH�WKLUG�SDUW\�LQVWLWXWLRQDO�FKDUDFWHU�RI�LWV�FRXUWV�E\�GLVTXDOLI\LQJ�MXGJHV�

ZKR�DUH�LQ�HIIHFW�SDUWLHV�WR�WKH�FDVHV�WKH\�DUH�VXSSRVHG�WR�GHFLGH��� %ULEHU\�LV�RQH�RI�WKH�FRQGLWLRQV�

WKDW� WUDQVIRUP� D� MXGJH� IURP� MXULVW� WR� OLWLJDQW�� WKHUHE\� FRPSURPLVLQJ� WKH� FRXUWV� UHTXLVLWH�

GLVLQWHUHVWHG�SRVLWLRQ��� 7KH�7DOPXG�UHODWHV�WKDW�EULEHU\�LV�FDOOHG�VKRFKDG�LQ�+HEUHZ�EHFDXVH�LW�

SRZHU�DOWKRXJK�KLV�DFWLRQ�LV�QRW�WKH�FRQVFLHQFH�RI�KLV�RZQ�PRUDO�GLVFHUQPHQW��������)RU�PRUDO�SRZHU�
DQG�RQH¶V�RZQ�PRUDO�GLVFHUQPHQW�GR�QRW�GHSHQG�RQ�RQH�DQRWKHU�´��
�� 6HH 0DLPRQLGHV��0LVKQDK�7RUDK��7KH�/DZV�RI�.LQJV�DQG�WKHLU�:DUV��������:KRHYHU�DFFHSWV�
WKH�6HYHQ�1RDKLGH�/DZV��DQG�LV�FDUHIXO�WR�REVHUYH�WKHP��LV�DPRQJ�WKH�SLRXV�SHRSOH�RI�WKH�QDWLRQV�
RI�WKH�ZRUOG���������%XW�WKLV�LV�RQO\�LI�KH�DFFHSWV�DQG�REVHUYHV�WKHP�EHFDXVH�*RG�KDV�FRPPDQGHG�
WKHP����������%XW�LV�KH�GRHV�VR�GXH�WR�KLV�RZQ�UHDVRQLQJ�������KH�LV�QRW�RQH�RI�WKH�SLRXV�SHRSOH�RI�WKH�
QDWLRQV� RI� WKH� ZRUOG�� QRU� RQH� RI� WKHLU� ZLVH� PHQ����� VHH $KDURQ� /LFKWHQVWHLQ�� &RPPXQDO�
*RYHUQDQFH��/D\�DQG�5DEELQLF��$Q�2YHUYLHZ��LQ�5$%%,1,&�$1'�/$<�&20081$/�$87+25,7< ���
�6X]DQQH�/DVW�6WRQH�	�5REHUW�6��+LUW� HGV��� ������ �³$FWLRQ� LQ� UHVSRQVH� WR� WKH�KDODNKLF�FDOO� LV�
VXSHULRU�WR�WKH�VDPH�DFW�YROXQWDULO\�XQGHUWDNHQ�´��
�� 3LOO��VXSUD QRWH�����DW��������
�� ,G��
�� 6HH�JHQHUDOO\�LG��DW��������
�� 2WKHU�FRQGLWLRQV�WKDW�FRPSURPLVH�WKH�WKLUG�SDUW\�SRVLWLRQ�RI�WKH�FRXUW�LQFOXGH�D�MXGJH¶V�ILQDQFLDO�
LQWHUHVW�LQ�WKH�RXWFRPH�RI�D�FDVH��KLV�EHLQJ�FORVHO\�UHODWHG�WR�DQ�LQWHUHVWHG�SDUW\��DQG�KLV�KDYLQJ�
SUHYLRXVO\�LVVXHG�DQ�DGYLVRU\�RSLQLRQ�RQ�WKH�PDWWHU�DW�KDQG���6HH�,G��
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PDNHV�WKH�MXGJH�DQG�EULELQJ�OLWLJDQW�OLNH�RQH��� 7KXV��D�EULEHG�MXGJH�LV�GLVTXDOLILHG�EHFDXVH�WKH�

EULEH�PDNHV�KLP�D�SDUW\�WR�WKH�FDVH��OHDYLQJ�KLP�OHJDOO\�LQFDSDEOH�RI�UHSUHVHQWLQJ�WKH�WKLUG�SDUW\�

FRXUW�LQ�WKDW�FDVH���

,,,��68%67$17,9(�5(*8/$7,21�2)�-8'*(6�$1'�021(<

,Q�ZRUNLQJ� WR�GLVWLQJXLVK� LOOHJDO�EULEHV� IURP�SHUPLVVLEOH�JLIWV� DQG�FRPSHQVDWLRQ��PHGLHYDO�

FDQRQLVWV�DQG�KDODNKLF�VFKRODUV�KDG�WR�ZUHVWOH�ZLWK�VHYHUDO�LQWHUUHODWHG�LVVXHV��7KH�ILUVW�FRQFHUQHG�

WKH�ORJLFDO�LPSOLFDWLRQV�RI�WKH�YDULRXV�WKHRULHV�DQLPDWLQJ�WKH�SURKLELWLRQ�RQ�EULEHU\���&DQRQLVWV�

KDV�WR�GHFLGH�ZKLFK�SD\PHQWV�WR�D�MXGJH�FRQVWLWXWHG�VLPRQ\��DQG�ZKLFK�ZHUH�OLNHO\�WR�UHVXOW�LQ�

MXGLFLDO�ELDV��-HZLVK�GHFLVRUV�KDG�WR�GHWHUPLQH�ZKLFK�H[FKDQJHV�EHWZHHQ�D�OLWLJDQW�DQG�KLV�MXGJH�

PDGH�WKH�MXGJH�D�YLUWXDO�SDUW\�WR�WKH�FDVH���7KH�VHFRQG�FRQVLGHUDWLRQ�UHODWHG�WR�WKH�UHODWLRQVKLS�

EHWZHHQ�EULEHU\�DQG�SURFHGXUDO�HIILFLHQF\���,I�D�SD\PHQW�ZDV�FODVVLILHG�DV�D�EULEH�LW�ZDUUDQWHG�WKH�

UHFHLYLQJ�MXGJH¶V�UHFXVDO��� 5HPRYLQJ�D�MXGJH��LQ�WXUQ��ZRXOG�UHVXOW�LQ�SURFHGXUDO�GHOD\V��DGGLQJ�

WLPH�DQG�H[SHQVH�WR�DQ�DOUHDG\�VORZ�DQG�FRVWO\�OLWLJDWLRQ�SURFHVV��%HFDXVH�ERWK�&DQRQ�DQG�-HZLVK�

ODZ� ZHUH� FRQFHUQHG� ZLWK� PDNLQJ� DGMXGLFDWLRQ� DV� TXLFN� DQG� LQH[SHQVLYH� DV� SRVVLEOH��� OHJDO�

VFKRODUV�KDG�WR�GHILQH�LOOHJDO�EULEHV�VR�DV� WR�DGHTXDWHO\�SUHYHQW� WKH�LOOV�DVVRFLDWHG�ZLWK�SD\LQJ�

MXGJHV�ZKLOH�DOVR�WDNLQJ�FDUH�QRW�WR�SURYLGH�XQQHFHVVDU\�JURXQG�IRU�UHFXVDO��ZKLFK�FRXOG�OHDG�WR�

SURFHGXUDO�LQHIILFLHQF\�DQG�LQMXVWLFH��� )LQDOO\��MXULVSUXGHQWV�VWULYLQJ�WR�GHILQH�LOOHJDO�EULEHU\�KDG�

�� 6HH�%DE\ORQLDQ�7DOPXG��.HVXERV����D��7KH�7DOPXG�WDNHV�VKRFKDG WR�EH�D�FRQMXQFWLRQ�RI�WZR�
ZRUGV��VKHKX�FKDG��ZKLFK�PHDQV�³LW�XQLWHV´�RU�³LW�PDNHV�VHYHUDO�WKLQJV�RQH�´�6HH 3LOO��VXSUD QRWH�
����DW��������
�� 6HH�<RQDVDQ� (LEHVKXW]�� 7XPLP� ����� DQG� VRXUFHV� FLWHG� WKHUHLQ� �UHDVRQLQJ� WKDW� D� EULEHG� RU�
ILQDQFLDOO\�LQWHUHVWHG�ZLWQHVV�RU�MXGJH�FDQQRW�WUXO\�EH�FDWHJRUL]HG�DV�GLVTXDOLILHG�EHFDXVH�GXH�WR�
WKHLU�FRQQHFWLRQ�WR�WKH�PDWWHU�WKH\�ZHUH�³QHYHU�ZLWKLQ�WKH�OHJDO�GHILQLWLRQ´�RI�D�ZLWQHVV�RU�MXGJH��
�� 6HH�%581'$*(��VXSUD QRWH����DW������<RVHI�.DUR��6KXOFKDQ�$UXFK��&KRVKHQ�0LVKSDW��������
�GHVFULELQJ�SURFHGXUHV�DQG�EXUGHQV�RI�SURRI�IRU�UHPRYLQJ�D�SUHVLGLQJ�MXGJH��
�� 6HH�%581'$*(��VXSUD QRWH����DW���������GHVFULELQJ�D�IRUP�RI�VXPPDU\�SURFHGXUH�LQVWLWXWHG�LQ�
&DQRQ�ODZ�FRXUWV�LQ�UHFRJQLWLRQ�RI�WKH�QHHG�WR�PDNH�WKH�SURFHVV�RI�DGMXGLFDWLQJ�FLYLO�DFWLRQV�PRUH�
HIILFLHQW�DQG�VWUHDPOLQHG���<HFKHLO�EHQ�$VKHU��$UEDK�7XULP��&KRVKHQ�0LVKSDW��������������XUJLQJ�
MXGJHV�QRW�WR�LPSRVH�H[FHVVLYH�FRVWV�RQ�OLWLJDQWV�E\�HPSOR\LQJ�XQQHFHVVDU\�VFULEHV�RU�RWKHU�FRXUW�
RIILFLDOV��
�� &I��6HH�%581'$*(��VXSUD QRWH����DW��������
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WR�JUDSSOH�ZLWK�WKH�SUDFWLFDO�QHHG�RI�MXGJHV�WR�HDUQ�D�OLYLQJ�IURP�WKHLU�ZRUN�ZKLOH�DOVR�SUHYHQWLQJ�

WKH�HYLOV�DVVRFLDWHG�ZLWK�MXGLFLDO�EULEHV�

3DUW�,,,�$�H[SORUHV�VRPH�RI�WKH�ZD\V�LQ�ZKLFK�PHGLHYDO�FDQRQLVWV�GHYHORSHG�D�QXDQFHG�EULEHU\�

GRFWULQH�WKDW�DGGUHVVHG�WKHVH�FRQFHUQV��3DUW�,,,�%�H[SODLQV�WKH�VDPH�ZLWK�UHVSHFW�WR�-HZLVK�ODZ�

VFKRODUV����

$� ,//(*$/�%5,%(5<�$1'�$335235,$7(�*,)7�*,9,1*�,1�0(',(9$/�&$121�/$:

0HGLHYDO�FDQRQLVWV�GHYHORSHG�D�FRPSOH[�GRFWULQH�WR�GLVWLQJXLVK�EHWZHHQ�DQ�LOOHJDO�EULEH�DQG�

D�SHUPLVVLEOH�JLIW�RU�FRPSHQVDWLRQ��7KH�GRFWULQH�GLG�QRW�FRQVLVW�RI�D�FRPSUHKHQVLYH�VHW�RI�UXOHV��

EXW�UDWKHU�DQ�DUUD\�RI�RIWHQ�FRQIOLFWLQJ�IDFWRUV�WKDW�PLJKW�EH�FRQVLGHUHG�LQ�GHFLGLQJ�ZKHWKHU�DQ\�

SDUWLFXODU�H[FKDQJH�RI�FRQVLGHUDWLRQ�EHWZHHQ�D�OLWLJDQW�DQG�MXGJH�ZDV�SHUPLWWHG���7KHVH�IDFWRUV�

UHSUHVHQWHG�WKH�LPSHUIHFW�UHVXOWV�RI�DQ�DWWHPSW�WR�EDODQFH�WKH�WKUHH�FRPSHWLQJ�FRQFHUQV�UHODWHG�WR�

GHILQLQJ�MXGLFLDO�EULEHU\���

2Q� WKH� YLHZ� WKDW� EULEHU\� SURKLELWHG� EULEHU\� DV� D� IRUP� RI� VLPRQ\�� FDQRQLVWV� GLVWLQJXLVKHG�

EHWZHHQ� SD\PHQWV� FRPSHQVDWLQJ� MXGJHV� IRU� GRLQJ� MXVWLFH�� DQG� SD\PHQWV� RIIHUHG� IRU� RWKHU�

UHDVRQV��� %HFDXVH�&DQRQ�ODZ�GHILQHG�VLPRQ\�LQ�WHUPV�RI�WKH�SDUWLHV¶�LQWHQW�WR�EX\�DQG�VHOO�D�KRO\�

WKLQJ��FDQRQLVWV�LGHQWLILHG�LOOHJDO�EULEHU\�E\�UHIHUHQFH�WR�WKH�DSSDUHQW�LQWHQWLRQV�RI�WKH�SDUWLHV��$�

SD\PHQW� EHVW� H[SODLQHG� DV� D� SXUFKDVH� RI� *RG¶V� MXVWLFH�ZDV� LOOHJDO�� EXW� D� SD\PHQW� DSSDUHQWO\�

RIIHUHG�³RXW�RI�WKH�GRQRU¶V�OLEHUDOLW\�´�� RU�DV�D�JLIW�VLJQLI\LQJ�UHVSHFW�IRU�WKH�MXGJH¶V�RIILFH�ZDV�

SHUPLWWHG��� 7KXV��MXGJHV�FRXOG�QRW�WDNH�SD\PHQWV�IRU�SHUIRUPLQJ�WKHLU�MXGLFLDO�GXWLHV��EXW�FRXOG�

DFFHSW�FRPSHQVDWLRQ�IRU�WUDYHO�H[SHQVHV�RU�RWKHU�FRVWV�UHODWHG�WR�WKHLU��VLQFH�VXFK SD\PHQWV�ZHUH�

�� 6HH��+HOPKRO]��VXSUD QRWH����DW�����
�� 3DQRUPLWDQXV��&RPPHQWDULD�6XSHU�4XLQTXH�/LEURV�'HFUHWDOLXP��DG�;���������QR������������
�TXRWHG� LQ�+HOPKRO]�� VXSUD�QRWH� ��� DW ���� ��������� VHH� DOVR %581'$*(�� VXSUD QRWH� ��� DW� ����
�³-XGJHV� �� �� ��FRXOG�DOVR�DFFHSW� WRNHQ�JLIWV� �[HQLD���SURYLGHG� WKDW� WKHVH�ZHUH�RIIHUHG�IUHHO\�DQG�
VSRQWDQHRXVO\�´��
�� 6HH�+HOPKRO]��VXSUD QRWH����DW�����
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FOHDUO\�QRW�PDGH�WR�SXUFKDVH�MXVWLFH��� 6LPLODUO\��MXGJHV�FRXOG�QRW�DFFHSW�YDOXDEOH�JLIWV��� EXW�FRXOG�

DFFHSW�IRRG�DQG�GULQN��LWHPV�WKH\�³FRXOG�UHDGLO\�FRQVXPH�ZLWKLQ�D�VKRUW�WLPH�´�� DQG�LQFLGHQWDO�

JLIWV� EHFDXVH� VXFK� RIIHULQJV� ZHUH� XQGHUVWRRG� WR� EH� PHUH� VRFLDO� FRQYHQWLRQV� UDWKHU� WKDQ� WKH�

SXUFKDVH�SULFH�IRU�*RG¶V�MXVWLFH��� 'HVSLWH�WKHVH�SHUPLWWHG�IRUPV�RI�UHPXQHUDWLRQ��MXGLFLDO�ELDV�

UHPDLQHG� D� VHSDUDWH� FRQFHUQ�� 7KXV�� MXGJHV� FRXOG� RQO\� DFFHSW� QRQ�EULEH� JLIWV� LI� ERWK� SDUWLHV�

SDUWLFLSDWHG�HTXDOO\�LQ�WKH�JLYLQJ��OHVW�WKH�DFFHSWDQFH�RI�D�JLIW�IURP�RQO\�RQH�OLWLJDQW�UHVXOW�LQ�ELDV���

7KH�YLHZ�WKDW�SURKLELWHG�EULEHU\�DV�DQ�LQFLGHQWDO�PHDVXUH�WR�SUHYHQW�MXGLFLDO�ELDV�SHUPLWWHG�

IRUPV�RI�SD\PHQW WKDW�ZHUH�XQOLNHO\�WR�³LQIOXHQFH�WKH�MXGJH¶V�PLQG�´�� 7KXV�ZKHWKHU�D�SDUWLFXODU�

H[FKDQJH�EHWZHHQ�D�MXGJH�DQG�OLWLJDQW�ZDV�D�EULEH�ZDV�D�KLJKO\�IDFW�VSHFLILF�GHWHUPLQDWLRQ��QR�

REMHFWLYH��IL[HG�VXP�³WXUQHG�D�JLIW�LQWR�D�EULEH�´�� ,QVWHDG��GHWHUPLQLQJ�ZKHWKHU�D�JLIW�ZDV�D�EULEH�

HQWDLOHG�FRQVLGHULQJ� WKH�REMHFWLYH�YDOXH�RI� WKH�JLIW� DQG� LWV� UHODWLYH�ZRUWK� LQ� FRPSDULVRQ� WR� WKH�

ZHDOWK�RI�WKH�OLWLJDQWV�DQG�MXGJH��ORFDO�FXVWRPV�FRQFHUQLQJ�JLIW�JLYLQJ�DQG�FRXUW�SURFHGXUH��DV�ZHOO�

DV�RWKHU�IDFWRUV��� &DQRQLVWV�WKXV�KHOG�WKDW�D�MXGJH�FRXOG�DFFHSW�HTXDO�JLIWV�IURP�HDFK�OLWLJDQW�LQ�D�

FDVH�EHFDXVH�VXFK�RIIHULQJV�ZHUH�XQOLNHO\�WR�UHVXOW�LQ�ELDV�IDYRULQJ�RQH�SDUW\��� DQG�DOVR�WKDW�ODUJH�

JLIWV�ZHUH�SURKLELWHG�ZKLOH�VPDOO�RIIHULQJV�ZHUH�JHQHUDOO\�SHUPLVVLEOH���

�� 6HH %581'$*(��VXSUD QRWH���DW���������³>-@XGJHV�GHOHJDWH�ZHUH�HQWLWOHG�WR�FODLP�FRPSHQVDWLRQ�
IURP�WKH�SDUWLHV�IRU�PRGHVW�WUDYHO�H[SHQVHV�������>DQG@�WKH\�FRXOG�FODLP�FRPSHQVDWLRQ�IRU�FDVXDOW\�
ORVVHV�LI��IRU�H[DPSOH��WKH\�ZHUH�UREEHG�RU�RQH�RI�WKHLU�KRUVHV�GLHG�ZKLOH�WKH\�ZHUH�RQ�WKH�URDG�WR�
KHDU�D�FDVH��RU�LI�WKH�LOOQHVV�RI�RQH�RI�WKHLU�DWWHQGDQWV�UHTXLUHG�WKHP�WR�WDUU\�DZD\�IURP�KRPH�ORQJHU�
WKDQ�DQWLFLSDWHG�´��
�� 6HH�LG� DW������UHIHUULQJ�WR�JLIWV�RI�UREHV��ERRNV��RU�VLOYHU�YHVVHOV��
�� ,G���VHH�DOVR�+HOPKRO]��VXSUD QRWH����DW�����
�� 6HH�+HOPKRO]��VXSUD QRWH����DW�����
�� 6HH�%581'$*(��VXSUD QRWH����DW�����
�� +HOPKRO]��VXSUD�QRWH����DW ����
�� ,G��DW�����
�� 6HH�,G���+HOPKRO]��VXSUD QRWH�����DW��������
�� 6HH� +HOPKRO]�� VXSUD QRWH� ��� ���� �,I� ERWK� VLGHV� JDYH� VRPHWKLQJ� WR� D� MXGJH� >+RVWLHQVLV@�
VSHFXODWHG��PRQH\�PLJKW�QRW�SHUYHUW�>WKH�MXGJH¶V@�MXGJPHQW�´���+HOPKRO]��VXSUD QRWH����������³,I�
ERWK�VLGHV�JLYH�VPDOO�JLIWV�WR�WKH�MXGJHV��WKRVH�JLIWV�GR�QRW�KDYH�DQ\�QHFHVVDU\�LQIOXHQFH�RQ�WKH�
RXWFRPH�RI�WKH�FDVH�´��
�� 6HH�+HOPKRO]��VXSUD QRWH�����DW������UHIHUHQFLQJ�WKH�YLHZ�RI�:LOOLDP�RI�'URJKHGD��



sŽůƵŵĞ�ϴ
/ƐƐƵĞ�ϭ

�Z�/',dKE�/Ed�ZE�d/KE�>��E���KDW�Z�d/s��>�t�:KhZE�>

ϯϮ

,Q� GHILQLQJ� WKH� VFRSH� RI� SURKLELWHG� EULEHU\�� FDQRQLVWV� DOVR� FRQVLGHUHG� WKH� QHHG� WR� SURYLGH�

MXGJHV�ZLWK� D�PHDQV� RI� HDUQLQJ� DQ� DGHTXDWH� OLYHOLKRRG� IURP� WKHLU�ZRUN�� � 7KH� QHHG� WR� DVVXUH�

DGHTXDWH�DYHQXHV�RI� MXGLFLDO�FRPSHQVDWLRQ�ZDV� OLNHO\�QRW�D�VHULRXV�SUREOHP�IRU�PXFK�RI�HDUO\�

PHGLHYDO�KLVWRU\��$FFRUGLQJ� WR�-DPHV�%UXQGDJH��PRVW�&DQRQ� ODZ�MXULVWV�GLG�QRW� DVFHQG� WR� WKH�

EHQFK�XQWLO�DIWHU�KDYLQJ�DOUHDG\�HQMR\HG�D�SURILWDEOH�FDUHHU�DV�DQ�DGYRFDWH��RU�KDYLQJ�RWKHUZLVH�

³DFFXPXODWHG� HQRXJK� EHQHILFHV� DQG� RWKHU� DSSRLQWPHQWV� WR� VXSSRUW� KLPVHOI� FRPIRUWDEO\�´��

$GGLWLRQDOO\��XQWLO�DW�OHDVW�WKH�PLG�WZHOIWK�FHQWXU\��WKH�FDVHORDG�RI�HFFOHVLDVWLFDO�FRXUWV�ZDV�IDLUO\�

OLJKW�� DQG� WKH� YDVW�PDMRULW\� RI� FDVHV�ZHUH� KDQGOHG� GLUHFWO\� E\� ELVKRSV� DQG� RWKHU� HFFOHVLDVWLFDO�

RIILFLDOV��� ZKRVH�KROGLQJV�SURYLGHG�WKHP�ZLWK�VXEVWDQWLDO�UHYHQXH��UHQGHULQJ�WKH�LVVXH�RI�MXGLFLDO�

FRPSHQVDWLRQ�ODUJHO\�PRRW���

$V�WKH�VL]H�RI�WKH�SURIHVVLRQDO�MXGLFLDU\�LQFUHDVHG��DQG�PRUH�MXULVWV�ZLWKRXW�DGHTXDWH�H[WHUQDO�

VRXUFHV� RI� LQFRPH� DVFHQGHG� WR� WKH� EHQFK�� WKH� QHHG� IRU� SHUPLVVLEOH� DYHQXHV� IRU� MXGLFLDO�

FRPSHQVDWLRQ�JUHZ��7KH�WZR�GRPLQDQW�WKHRULHV�RI�&DQRQ�EULEHU\�ODZ�VXJJHVWHG�WKDW�OLWLJDQWV�FRXOG�

FRPSHQVDWH�MXGJHV�IRU�WKHLU�ODERU�± DV�GLVWLQFW�IURP�SD\LQJ�WKHP�IRU�GLVSHQVLQJ�*RG¶V�MXVWLFH�±

DQG�WKDW�MXGJHV�FRXOG�UHFHLYH�IRUPV�RI�UHPXQHUDWLRQ�WKDW�ZHUH�QRW�OLNHO\�WR�SURGXFH�ELDV��7KXV��

FDQRQLVWV�KHOG�WKDW�MXGJHV�FRXOG�UHFRYHU�IRU�WKH�FRVWV�WKH\�LQFXUUHG�ZKLOH�MXGJLQJ�FDVHV�EHFDXVH�

³QR�PDQ�FDQ�EH�FRPSHOOHG�WR�XVH�KLV�SURSHUW\�IRU�WKH�EHQHILW�RI�RWKHUV�´�� 7KLV�OHG�WR�PRUH�JHQHUDO�

DSSURYDO RI� MXGLFLDO�FRPSHQVDWLRQ�RQ� WKH� WKHRU\� WKDW� ³LW� LV�QRW� MXVW� IRU� D�PDQ� WR� ODERU�ZLWKRXW�

UHZDUG�´�� 6XFK�SD\PHQWV�GLG�QRW�DPRXQW�WR�VLPRQ\�EHFDXVH�WKH\�FRPSHQVDWHG�MXGJHV�IRU�WKHLU�

SK\VLFDO�DQG�PHQWDO�ODERU�UDWKHU�WKH�MXVWLFH�WKH\�GLVSHQVHG��DQG�WKH\�GLG�QRW UDLVH�FRQFHUQV�DERXW�

MXGLFLDO�ELDV��VLQFH�W\SLFDOO\�HDFK�OLWLJDQW�ZRXOG�FRQWULEXWH�DQ�HTXDO�DPRXQW���

6RPH�FDQRQLVWV�DOVR�SHUPLWWHG�OLWLJDQWV�WR�FRPSHQVDWH�MXGJHV�LI�LQ�D�SDUWLFXODU�ORFDOH�LW�ZDV�

FXVWRPDU\�IRU�WKHP�WR�GR�VR��7KH�IDFW�WKDW�VXFK�SD\PHQWV�ZHUH�UHJXODUO\�PDGH�DV�D�PDWWHU�RI�FRXUVH�

UHEXWWHG�DQ\�SUHVXPSWLRQ�WKDW�DQ�H[FKDQJH�RI�IXQGV�EHWZHHQ�D�OLWLJDQW�DQG�KLV�MXGJH�FRQVWLWXWHG�

�� %581'$*(��VXSUD QRWH����DW��������
�� 6HH�LG��DW�����
�� 6HH�+HOPKRO]��VXSUD QRWH����DW�����
�� ,G��DW�����
�� ,G��DW����������
�� 6HH�LG��DW�����
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VLPRQ\�RU�ZRXOG� UHVXOW� LQ�ELDV��� &DQRQLVWV� DOVR� VXJJHVWHG� WKDW�ZKLOH�SD\PHQWV�PDGH�XSRQ�D�

MXGJH¶V�GHPDQG�ZRXOG�FRQVWLWXWH�EULEHU\�� D� MXGJH¶V� UHFHLSW�RI�D�YROXQWDU\�SD\PHQW�PDGH�E\�D�

OLWLJDQW�ZDV�QRW�SURKLELWHG��� 7KLV�GLVWLQFWLRQ�HVWDEOLVKHG�WKDW�³MXVWLFH�ZRXOG�QRW�KDYH�EHHQ�VROG�

>RU� WKH� MXGJH¶V� LPSDUWLDOLW\�DIIHFWHG@� �� �� ��XQOHVV� WKH�PRQH\�ZDV� VRPHWKLQJ� OLNH�D�TXLG�SUR�TXR�

GHPDQGHG�E\�WKH�MXGJH�DV�WKH�SULFH�RI�KLV�OHDUQLQJ�DQG�KLV�FRQVLGHUDWLRQ�´�� )LQDOO\��OHJDO�ZULWHUV�

VXJJHVWHG�WKDW�WKH�FDQRQV�DQG�GHFUHWDOV�SURKLELWLQJ�EULEHU\�PLJKW�EH�DSSOLHG�PRUH�SHUPLVVLYHO\�WR�

MXGJHV�LQ�QHHG�RI�OLYHOLKRRG��ZHDOWK\�MXGJHV�ZKR�FRXOG�VXUYLYH�ZLWKRXW�EHLQJ�SDLG�IRU�WKHLU�ZRUN�

ZHUH�DOPRVW�FDWHJRULFDOO\�SURKLELWHG� IURP�DFFHSWLQJ�DQ\� UHPXQHUDWLRQ� IURP� OLWLJDQWV��EXW�SRRU�

MXULVWV�ZKRVH�OLYHOLKRRGV�UHOLHG�RQ�JLIWV�IURP�OLWLJDQWV�ZHUH�DEOH�WR�DFFHSW�OLPLWHG�RIIHULQJV���

%� 7+(�6&23(�$1'�/,0,76�2)�,//(*$/�%5,%(5<�,1�0(',(9$/�-(:,6+�/$:

0HGLHYDO�-HZLVK�ODZ�PDLQWDLQHG�DQ�H[SDQVLYH�GHILQLWLRQ�RI�SURKLELWHG�EULEHU\�WKDW�LQFOXGHG�

YLUWXDOO\�DQ\�FRQYH\DQFH�RI�PRQH\��JRRGV��RU�VHUYLFHV�IURP�D�OLWLJDQW�WR�D�MXGJH��7KLV�EURDG�VFRSH�

ZDV�D�ORJLFDO�FRQVHTXHQFH�RI�-HZLVK�ODZ¶V�SURKLELWLRQ�EULEHU\�LQ�RUGHU�WR�SUHVHUYH�FRXUWV¶�WKLUG�

SDUW\�YDQWDJH��RQ�WKLV�YLHZ��DQ\�H[FKDQJH�EHWZHHQ�D�MXGJH�DQG�D�OLWLJDQW�ERXQG�WKH�WZR�WRJHWKHU��

PDNLQJ� WKH� MXGJH�D�YLUWXDO�SDUW\� WR� WKH�FDVH��7KH�JHQHUDO� KDODNKLF� UXOH�ZDV� WKXV�D� FDWHJRULFDO�

SURKLELWLRQ�RQ�YLUWXDOO\�DOO�YDOXDEOH�GRQDWLRQV�IURP�D�OLWLJDQW�RU�RWKHU�LQWHUHVWHG�SDUW\�WR�D�SUHVLGLQJ�

MXGJH�

,Q�PHGLHYDO�-HZLVK�ODZ��EULEHU\�LQFOXGHG�YLUWXDOO\�DOO�YDOXDEOH�JRRGV�RU�VHUYLFHV�FRQYH\HG�E\�

DQ�LQWHUHVWHG�SDUW\�WR�D�MXGJH�ZKLOH�WKH�GRQRU¶V�FDVH�ZDV�GRFNHWHG�LQ�WKH�MXGJH¶V�FRXUW��� (YHQ�

UHODWLYHO\�LQYDOXDEOH�RU�LQWDQJLEOH�JLIWV�FRXOG�DOVR�FRQVWLWXWH�EULEHU\��� 7KXV��WKH�7DOPXG�UHFRUGV�

WKDW�-HZLVK�MXGJHV�KHOG�WKHPVHOYHV�GLVTXDOLILHG�LQ�QXPHURXV�VHHPLQJO\�LQQRFXRXV�FLUFXPVWDQFHV��

VXFK�DV�ZHUH�D�OLWLJDQW�EUXVKHG�D�IHDWKHU�IURP�D�MXGJH¶V�UREHV��ZKHUH�D�SDUW\�NLFNHG�VRPH�GLUW�WR�

FRYHU�VSLWWOH�WKDW�OD\�DW�WKH�MXGJH¶V�IHHW��DQG�ZKHUH�D�OLWLJDQW�ZKR�ZDV�DOVR�WKH�MXGJH¶V�VKDUHFURSSHU�

�� 6HH�LG��DW��������
�� 6HH�LG��DW�����
�� 6HH�,G��
�� 6HH�LG� DW����������������VHH�DOVR�%581'$*(��VXSUD QRWH����DW�����
�� 6HH�<RVHI�.DUR��6KXOFKDQ�$UXFK��&KRVKHQ�0LVKSDW ������
�� 6HH�<RVHI�.DUR�� 6KXOFKDQ�$UXFK��&KRVKHQ�0LVKSDW �������<HFKLHO� E��$VKHU��$UEDK�7XULP��
&KRVKHQ�0LVKSDW������³1RW�RQO\�LV�ILQDQFLDO�EULEHU\ SURKLELWHG��EXW�HYHQ�YHUEDO�EULEHU\�´��
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GHOLYHUHG� WKH�\HDU¶V� FURS� WR� WKH� MXGJH� VKRUWO\�EHIRUH� LW�ZDV�GXH��� 'UDZLQJ�RQ� WKHVH�7DOPXGLF�

H[DPSOHV��VRPH�PHGLHYDO�DXWKRULWLHV�KHOG� WKDW�D� MXGJH�ZDV�GLVTXDOLILHG�LI�D�OLWLJDQW�VDLG�³JRRG�

PRUQLQJ´�WR�KLP�RU�RIIHUHG�RWKHU�VDOXWDWLRQV�RU�FRPSOLPHQWV��XQOHVV�VXFK�FRPPHQWV�ZHUH�W\SLFDO�

EHWZHHQ� WKH� VSHFLILF� MXGJH� DQG� OLWLJDQW��� -HZLVK� ODZ� DOVR� GLVTXDOLILHG� MXGJHV� ZKR� ERUURZHG�

KRXVHKROG�JRRGV�IURP�QHLJKERUV�ZKR�ZHUH�DOVR�SDUWLHV�WR�D�SHQGLQJ�FDVH���

2QH�RI�WKH�PRVW�WHOOLQJ�LOOXVWUDWLRQV�RI�-HZLVK�EULEHU\�ODZ¶V�FRQFHUQ�IRU�PDLQWDLQLQJ�FRXUWV¶�

WKLUG�SDUW\� LQVWLWXWLRQDO�YDQWDJH� LV WKH�UXOH�SURKLELWLQJ�D� MXGJH�IURP�UHFHLYLQJ�HTXDOO\�YDOXDEOH�

JLIWV�IURP�HDFK�RI�WKH�OLWLJDQWV�DSSHDULQJ�EHIRUH�KLP��� $OWKRXJK�VXFK�HYHQ�KDQGHG�GRQDWLRQV�ZHUH�

XQOLNHO\�WR�UHVXOW�LQ�LPSURSHU�ELDV�IRU�RQH�SDUW\��WKH\�ZHUH�QHYHUWKHOHVV�KHOG�WR�EH�LOOHJDO�EHFDXVH�

WKH�EULEHG�MXGJH�ZRXOG�EHFRPH�D�YLUWXDO�SDUW\�WR�WKH�FDVH��� 0HGLHYDO�DXWKRULWLHV�DOVR�VWUHVVHG�WKDW�

EULEHU\� LQFOXGHG� D� SDUW\¶V� JLYLQJ� VRPHWKLQJ� RI� YDOXH� WR� D� MXGJH� LQ� H[FKDQJH� IRU� WKH� MXGJH¶V�

UHQGHULQJ�D�YHUGLFW�WKDW�ZDV�LQ�DQ\�FDVH�OHJDOO\�FRUUHFW��� +DODNKLF�ZULWHUV�XQGHUVWRRG�WKH�ELEOLFDO�

LQMXQFWLRQ�DJDLQVW�GLVWRUWLQJ�WKH�ODZ�WR�SURKLELW�SD\PHQWV�PDGH�WR�LQGXFH�D�MXGJH�WR�LVVXH�D�OHJDOO\�

�� 6HH�%DE\ORQLDQ�7DOPXG��.HVXERV����E�
�� 6HH�0DLPRQLGHV��0LVKQDK� 7RUDK�� 7KH� /DZV� RI� WKH� 6DQKHGULQ ������ <RVHI� &RORQ� 7UDEDWWR��
5HVSRQVD�0DKDULN��������%XW�VHH�7RVIRV�WR�.HVXERV����E��V�Y��/R���UXOLQJ�WKDW�RIIHULQJ�VDOXWDWLRQV�
GRHV�QRW�IXOO\�GLVTXDOLI\�WKH�UHFHLYLQJ�MXGJHV��WKRXJK�WKH�MXGJH�VKRXOG�QHYHUWKHOHVV�YROXQWDULO\�
UHPRYH�KLPVHOI�IURP�WKH�FDVH��
�� 6HH�<RVHI�.DUR��6KXOFKDQ�$UXFK��&KRVKHQ�0LVKSDW �����³$Q\�MXGJH�WKDW�ERUURZV�VRPHWKLQJ�LV�
GLVTXDOLILHG�IURP�MXGJLQJ�WKH�OHQGHU�´��
�� 6HH�%DE\ORQLDQ�7DOPXG��.HVXERV����D�
�� 6HH�<HKRVKXD�)DON��'ULVKD�WR�$UEDK�7XULP��&KRVKHQ�0LVKSDW������<HKRVKXD�)DON��6HIHU�0HLURV�
(LQD\LP������VHH�DOVR�3LOO��VXSUD QRWH�����DW�����
�� 6HH��H�J���<HFKLHO�E��$VKHU��$UEDK�7XULP��&KRVKHQ�0LVKSDW������³$�MXGJH�PXVW�EH�YHU\��YHU\�
FDXWLRXV�QRW�WR�WDNH�DQ\�PDQQHU�RI�EULEH��HYHQ�WR�ILQG�LQ�IDYRU�RI�WKH�SDUW\�ZKR�LV�OHJDOO\�LQ�WKH�
ULJKW�´��
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LQFRUUHFW�GHFLVLRQ��� ,Q�RUGHU�WR�DYRLG�WH[WXDO�UHGXQGDQF\��WKH�VHSDUDWH�SURVFULSWLRQ�RQ�EULEHU\�ZDV�

WKXV�WDNHQ�WR�SURKLELW�HYHQ�SD\PHQWV�PDGH�WR�VHFXUH�D�OHJDOO\�FRUUHFW�UXOLQJ���

)DFLOLWDWLQJ�MXGLFLDO�FRPSHQVDWLRQ�SUHVHQWHG�D�VRPHZKDW�KDUGHU�SUREOHP�IRU�KDODNKLF�VFKRODUV�

WKDQ�LW�GLG�IRU�FDQRQLVWV�EHFDXVH�LQ�-HZLVK�ODZ��WKH�H[FKDQJH�RI�YDOXH�LWVHOI�FRQVWLWXWHG�D�EULEH��

-HZLVK�ODZ�VFKRODUV�WKXV�FRXOG�QRW�SURYLGH�MXGJHV�ZLWK�D�PHDQV�RI�HDUQLQJ�D�OLYHOLKRRG�IURP�WKHLU�

ZRUN� E\� LGHQWLI\LQJ� W\SHV� RI� SD\PHQWV� WKDW� GLG� QRW� FRQVWLWXWH� WKH� VXEVWDQWLYH� LOOV� EULEHU\�ZDV�

VXSSRVHG�WR�SUHYHQW��LQ�-HZLVK�ODZ��EULEHU\�ZDV�WKH�LOO��-HZLVK�VFKRODUV�WKHUHIRUH�KDG�WR�GHYHORS�

PHWKRGV�RI�SD\LQJ�MXGJHV�WKDW�ZRXOG�QRW�PDNH�WKH�UHFHLYLQJ�MXGJH�D�SDUW\�WR�WKH�FDVH��

7KH� 7DOPXG� VXJJHVWHG� WKDW� MXGJHV� FRXOG� EH� FRPSHQVDWHG�ZLWK� HTXDO� SD\PHQWV� IURP� HDFK�

OLWLJDQW��� 0HGLHYDO�DXWKRULWLHV�FRQILUPHG�WKLV�UXOH��EXW�KHOG�WKDW�VXFK�SD\PHQWV�FRXOG�RQO\�EH�XVHG�

WR�FRPSHQVDWH�D�MXGJH�IRU�ZDJHV�IURP�KLV�UHJXODU�HPSOR\PHQW�WKDW�KH�ORVW�ZKLOH�DGMXGLFDWLQJ�D�

FDVH�� SURYLGHG� KLV� UHJXODU� MRE�ZDV�ZHOO�NQRZQ��7KXV�� WKH� SUHHPLQHQW� UHVWDWHPHQW� RI�PHGLHYDO�

-HZLVK�ODZ�SURYLGHG��

$OO�WKH�UXOLQJV�RI�D�MXGJH�ZKR�LV�SURYHQ�WR�KDYH�WDNHQ�D�EULEH�DUH�YRLG�������+RZHYHU��
LI�KH�RQO\�WRRN�SD\PHQW�IRU�KLV�ORVW�WLPH��LW�LV�DOORZHG�± SURYLGHG�LW�LV�DSSDUHQW�WR�
HYHU\RQH�WKDW�KH�LV�RQO\�WDNLQJ�PRQH\�IRU�KLV�ORVW�WLPH��VXFK�DV�ZKHQ�LW�LV�NQRZQ�
WKDW�KH�KDV�DQRWKHU�MRE�WR�GR�GXULQJ�WKH�WLPH�WKDW�KH�LV�MXGJLQJ�D�FDVH�DQG�KH�WROG�
WKH�OLWLJDQWV��³3D\�PH�WKH�P\�ORVW�ZDJHV�IRU�WKH�WLPH�,�VSHQG�MXGJLQJ�\RXU�FDVH´��
DQG�DOVR�SURYLGHG�WKDW�KH�WDNHV�HTXDO�DPRXQWV�IURP�HDFK�RI�WKH�OLWLJDQWV���

7KLV�DYHQXH�IRU�SHUPLWWLQJ�MXGLFLDO�FRPSHQVDWLRQ�ZDV�VHULRXVO\�OLPLWHG�EHFDXVH�WKH�FRQGLWLRQV�

WR�EH�VDWLVILHG�LQ�RUGHU�WR�SHUPLW�D�SD\PHQW�OLNHO\�IRUHFORVHG�WKLV�URXWH�RI�FRPSHQVDWLRQ�IRU�PRVW�

MXGJHV��$�MXGJH¶V�IXOO�WLPH�MRE�PLJKW�QRW�EH�ZHOO�NQRZQ��DQG�KLV�UHJXODU UDWH�RI�FRPSHQVDWLRQ�ZDV�

�� 6HH�%DE\ORQLDQ�7DOPXG��.HVXERV����D�

³$QG�\RX�VKDOO�QRW�WDNH�D�EULEH´�>([RGXV�����@���:KDW�LV�6FULSWXUH�WHDFKLQJ�XV��LI�
LW�LV�WHOOLQJ�XV�WKDW�D�MXGJHV�VKRXOG�QRW�ZURQJO\�H[RQHUDWH�WKH�OLDEOH�SDUW\�RU�ZURQJO\�
ILQG� DJDLQVW� WKH� SDUW\� ZLWK� WKH�PRUH�PHULWRULRXV� OHJDO� FODLP�� EXW� 6FULSWXUH� KDV�
DOUHDG\�LQVWUXFWHG�³'R�QRW�SHUYHUW�MXGJHPHQW´�>'HXWHURQRP\������@���5DWKHU��LW�LV�
WHDFKLQJ�XV�WKDW�D�MXGJH�PD\�QRW�WDNH�D�EULEH�HYHQ�WR�ILQG�IRU�WKH�SDUW\�ZLWK�WKH�
OHJDOO\�PHULWRULRXV�FODLP�RU�WR�ILQG�DJDLQVW�WKH�OHJDOO\�OLDEOH�SDUW\�´

6HH�DOVR�<RHO�6HUNLV��%D\LV�&KDGDVK�WR�&KRVKHQ�0LVKSDW�����
�� 6HH�%DE\ORQLDQ�7DOPXG��.HVXERV����D��5��<HKRVKXD�)DON��6HIHU�0HLURV�(LQD\LP�����
�� 6HH�%DE\ORQLDQ�7DOPXG��.HVXERV����D��<RVHI�.DUR��6KXOFKDQ�$UXFK��&KRVKHQ�0LVKSDW�����
�� <RVHI�.DUR��6KXOFKDQ�$UXFK��&KRVKHQ�0LVKSDW�����
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HYHQ�OHVV�OLNHO\�SXEOLF�NQRZOHGJH��WKXV�SURVFULELQJ�WKLV�PHWKRG�RI�SD\LQJ�MXGJHV��$GGLWLRQDOO\��

WKLV�PRGHO�FRXOG�RQO\�ZRUN� LI� MXGJHV�PDLQWDLQHG�RWKHU�SD\LQJ� MREV� LQ�DGGLWLRQ�WR�WKHLU� MXGLFLDO�

ZRUN�� � 'XULQJ� WKH� PLGGOH� DJHV�� KRZHYHU�� -HZLVK� FRPPXQLWLHV� GHYHORSHG� D� KLJKO\� RUJDQL]HG�

V\VWHP�RI� UHODWLYHO\�DXWRQRPRXV� LQWHUQDO�JRYHUQDQFH��� 7KH� ORFDO�EHLV�GLQ��RU� ODZ�FRXUW��ZDV�D�

PDMRU�DUP�RI�WKH�-HZLVK�FRPPXQDO�VWUXFWXUH��DQG�ZKLFK�ZDV�XVXDOO\�VWDIIHG�E\�DW�OHDVW�RQH�IXOO�

WLPH� KDODNKLF� GHFLVRU� ZKRVH� MRE� LW� ZDV� WR� UHPDLQ� DYDLODEOH� WR� DQVZHU� FRPPXQLW\� PHPEHUV¶�

UHOLJLRXV�SHUVRQDO�TXHVWLRQV�DQG�UHVROYH� WKHLU� LQWHUSHUVRQDO�GLVSXWHV� LQ�DFFRUGDQFH�ZLWK�-HZLVK�

ODZ��� %\�GHILQLWLRQ�� WKLV� IXOO� WLPH�MXGJH�GLG�QRW�KDYH�DQRWKHU�VRXUFH�RI�HPSOR\PHQW��KH�FRXOG�

WKHUHIRUH�QRW�EH�FRPSHQVDWHG�XVLQJ�WKH�7DOPXGLF�PRGHO��DQG�DQ�DOWHUQDWLYH�PHWKRG�ZDV�UHTXLUHG�

,Q�UHVSRQVH�WR�WKLV�QHHG��PHGLHYDO�-HZLVK�VFKRODUV�KHOG�WKDW�MXGJHV�FRXOG�EH�FRPSHQVDWHG�E\�

D�FRPPXQDO�IXQG�VHW�RI�IRU�WKLV�SXUSRVH�DQG�VXSSRUWHG�WKURXJK�JHQHUDO�WD[HV�OHYLHG�XSRQ�WKH�ORFDO�

-HZLVK�SRSXODWLRQ��� 7KXV��5DEEL�<RVHI�.DUR��ZURWH�LQ�KLV���WK FHQWXU\�UHVWDWHPHQW�RI�-HZLVK�ODZ��

³:H�DUH�DFFXVWRPHG�WR�HVWDEOLVK�IRU�WKH�FRXUW�D�SXEOLF�IXQG�ZKLFK�GLVWULEXWHV�PRQH\�IRU�WKH�MXGJHV¶�

OLYHOLKRRG�������DQG�LQ�WKLV�WKHUH�LV�QR�YLRODWLRQ�RI�WKH�ODZV�RI�EULEHU\��IRU�WKH�-HZLVK�SHRSOH�DUH�

REOLJDWHG�WR�ILQDQFLDOO\�VXSSRUW�WKHLU�MXGJHV�DQG�VFKRODUV�´�� 5DEEL�0RVKH�,VVHUOHV��ZKR�ZURWH�WKH�

SULQFLSOH�JORVV�RQ�.DUR¶V�ZRUN�IXUWKHU�DGYLVHG�WKDW�³LW�LV�EHVW�WR�FROOHFW�WKH�WD[HV�IRU�WKLV�IXQG�>DQG�

GLVSHUVH�WKH�IXQGV�WR�WKH�MXGJHV@�DW�WKH�VWDUW�RI�HDFK�\HDU�VR�WKDW�WKH�MXGJHV�VKRXOG�QRW�IHHO�DQ\�QHHG�

WR�FXUU\�IDYRU�ZLWK�DQ\�PDQ�>WKURXJK�WKHLU�UXOLQJV@�´��

9���7+(�352&('85$/�&216(48(1&(6�2)�-8',&,$/�%5,%(5<

�� 6HH�JHQHUDOO\�/28,6�),1.(/67(,1��-(:,6+�6(/)�*29(510(17�,1�7+(�0,''/(�$*(6 �������
�� 6HH�JHQHUDOO\�$$521�0� 6&+5(,%(5��-(:,6+�/$:�$1'�'(&,6,21�0$.,1*� $ 678'<�7+528*+�
7,0( ������� �������� VHH�DOVR�0RVKH�6RIHU��5HVSRQVD�&KDVDP�6RIHU��&KRVKHQ�0LVKSDW� �����
�³7KH�FRPPXQLW\�LV�REOLJDWHG�WR�VHOHFW�IRU�WKHPVHOYHV�DW�OHDVW�RQH�SHUVRQ�ZKR�ZLOO�EH�DYDLODEOH�DW�
DOO� WLPHV� WR�DQ\RQH�ZKR�QHHG� WR� LQTXLUH�DERXW�*RG¶V� ODZ�VR� WKDW�VXFK�SHRSOH�PD\�ILQG�KLP�WR�
DQVZHU�WKHLU�TXHULHV�DW�DQ\�WLPH��DQG�WKH�FRPPXQLW\�PXVW�HVWDEOLVK�D�VDODU\�IRU�KLP�WR�NHHS�KLP�
VXVWDLQHG�DQG�LQ�JUHDW�KRQRU�´��
�� 6HH�<HFKLHO�EHQ�$VKHU��$UEDK�7XULP��&KRVKHQ�0LVKSDW������VHH�DOVR�6HH�JHQHUDOO\�$$521�0�
6&+5(,%(5� -(:,6+�/$:�$1'�'(&,6,21�0$.,1*� $ 678'<�7+528*+�7,0( ��������������
�� <RVHI�.DUR��6KXOFKDQ�$UXFK��&KRVKHQ�0LVKSDW�����
�� 0RVKH�,VVOHUHV��5HPD�WR�6KXOFKDQ�$UXFK��&KRVKHQ�0LVKSDW�����
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5XOHV� SURKLELWLQJ� MXGLFLDO� EULEHU\� GR� OLWWOH� WR� LPSURYH� WKH� HIILFDF\� RI� DQG� WKH� SXEOLF¶V�

FRQILGHQFH�LQ� WKH�MXGLFLDO�V\VWHP�XQOHVV� WKH�V\VWHP�DOVR�SURYLGHV�IRU�VRPH�PHDQV�RI�HQIRUFLQJ�

WKRVH�UXOHV��0HGLHYDO�-HZLVK�DQG�&DQRQ�ODZ�SURYLGHG�SURFHGXUDO�FRQVHTXHQFHV�IRU�EULEHU\��7KHVH�

HQIRUFHPHQW�PHFKDQLVPV�IRFXVHG�RQ�WZR�PDLQ�TXHVWLRQV��7KH�ILUVW�LVVXH�DGGUHVVHG�E\�WKHVH�ODZV�

ZDV�WKH�VWDWXV�RI�D�MXGJH�ZKR�LV�SURYHQ�WR�KDYH�WDNHQ�D�EULEH��7KH�VHFRQG�TXHVWLRQ�FRQFHUQHG�WKH�

VWDWXV�RI�UXOLQJV�LVVXHG�E\�D�EULEHG�MXGJH�WKDW�ZDV�QRW�UHPRYHG�IURP�D�FDVH�EHIRUH�UHVROYLQJ�LW��

3DUW�,9�$�GLVFXVVHV�&DQRQ�ODZ�SURFHGXUDO�UHVSRQVHV�WR�RFFXUUHQFHV�RI�MXGLFLDO�EULEHU\��DQG�3DUW�

,9�%�H[SORUHV�WKH�VDPH�LVVXH�IURP�WKH�-HZLVK�OHJDO�SHUVSHFWLYH�

$� 352&('85$/�&216(48(1&(6�2)�%5,%(5<�,1�&$121�/$:

,GHDOO\��PHGLHYDO�&DQRQ�ODZ�MXULVWV�ZHUH�VXSSRVHG�WR�GLVFLSOLQH�WKHPVHOYHV��DQG�D�MXGJH�ZKR�

KDV�DFFHSWHG�DQ�LOOHJDO�EULEH�ZDV�H[SHFWHG�WR�YROXQWDULO\�UHFXVH�KLPVHOI�IURP�WKH�FDVH��� 5HO\LQJ�

RQ�MXGJHV¶�VHOI�HQIRUFLQJ�HWKLFV�UHTXLUHPHQWV�LQ�JRRG�IDLWK�SURYHG�WR�EH�LQHIIHFWLYH�LQ�SUDFWLFH��

KRZHYHU��� :KLOH� WKH� HFFOHVLDVWLFDO� FRXUW� V\VWHP� GLG� QRW�PDLQWDLQ� DQ\� V\VWHPDWLF�PHWKRG� IRU�

SROLFLQJ�LWV�MXGJHV��WKH�&KXUFK�UHOLHG�RQ�OLWLJDQWV�FRPSODLQLQJ�DERXW�MXGJHV¶�FRQGXFW�WR�LGHQWLI\��

LQYHVWLJDWH��DQG�UHVROYH�DOOHJDWLRQV�RI�MXGLFLDO�PLVFRQGXFW���

$�OLWLJDQW�ZKR�EHOLHYHG�KLV�MXGJH�KDG�WDNHQ�D�EULEH�FRXOG�SUHVHQW�D�ZULWWHQ�H[FHSWLRQ�WR�WKH�

FRXUW�DOOHJLQJ�WKDW�WKH�MXGJH�KDG�YLRODWHG�WKH�UXOHV�DJDLQVW�EULEHU\��� 2QFH�WKH�H[FHSWLRQ�ZDV�ILOHG��

WKH�FKDOOHQJHG�MXGJH�ZDV�EDUUHG�IURP�SURFHHGLQJ�IXUWKHU�RQ�WKH�XQGHUO\LQJ�FDVH��DQG�KDG�WR�VWHS�

DVLGH�XQWLO�WKH�PHULW�RI�WKH�FRPSODLQDQW¶V�H[FHSWLRQ�ZDV�GHWHUPLQHG�E\�D�SDQHO�RI�GLVLQWHUHVWHG�

DUELWHUV� FKRVHQ� E\� ERWK� SDUWLHV��� ,I� WKH� LQYHVWLJDWRUV� GHFLGHG� WKDW� WKH� OLWLJDQW¶V� DOOHJDWLRQV� RI�

MXGLFLDO�EULEHU\�ZHUH�ZHOO�IRXQGHG��WKH�FKDOOHQJHG�MXGJH�ZDV�UHPRYHG�IURP�WKH�FDVH���,I��KRZHYHU��

WKH� DUELWHUV� GHWHUPLQHG� WKDW� WKH� H[FHSWLRQ� ZDV� ZLWKRXW� PHULW�� WKH� MXGJH� FRXOG� UHVXPH� WKH�

XQGHUO\LQJ�SURFHHGLQJV��DW�WLPHV�ZLWK�GHWULPHQWDO�FRQVHTXHQFHV�WR�WKH�FRPSODLQLQJ�SDUW\���

�� 6HH�+HOPKRO]��VXSUD�QRWH�����DW ����������%581'$*(� VXSUD QRWH����DW�����
�� %581'$*(��VXSUD QRWH����DW�����
�� 6HH�LG��DW��������
�� ,G� DW����������
�� 6HH�+HOPKRO]��VXSUD QRWH�����DW��������
�� %581'$*(��VXSUD QRWH����DW��������
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,I�D�MXGJH�GHFLGHG�D�FDVH�DIWHU�KDYLQJ�WDNHQ�D�EULEH��PHGLHYDO�FDQRQ�ODZ�PDLQWDLQHG�WKDW�WKH�

MXGJH¶V�UXOLQJ�ZDV�QRW�D�OHJDO�QXOOLW\��$�EULEHG�MXGJH�UHPDLQHG�D�MXGJH�± DOEHLW�QRW�D�YHU\�KRQHVW�

RQH�± DQG�KLV�UXOLQJV�KDG�WR�EH�REH\HG�XQWLO�WKH\�ZHUH�RYHUWXUQHG�E\�D�KLJKHU�WULEXQDO�RQ�DSSHDO���

,I�DQ�DJJULHYHG�OLWLJDQW�GLG�WDNH�DQ�DSSHDO�WR�D�KLJKHU�FRXUW�DOOHJLQJ�WKDW�WKH�WULDO�MXGJH�KDG�EHHQ�

EULEHG��WKH�DSSHOODWH�FRXUW�PLJKW�RU�PLJKW�QRW�RYHUWXUQ�WKH�ORZHU�FRXUW¶V�UXOLQJ��7KLV�GHWHUPLQDWLRQ�

W\SLFDOO\�WXUQHG�RQ�WKH�VXEVWDQWLYH�FRUUHFWQHVV�RI�WKH�FKDOOHQJHG�GLVSRVLWLRQ��6LQFH�EULEHU\�ZDV�

SURKLELWHG�HLWKHU�EHFDXVH�LW�ZDV�VLQIXO�RU�EHFDXVH�LW�WHQGHG�WR�UHVXOW�LQ�ELDVHG�MXGJLQJ��D�EULEHG�

MXGJH¶V�UXOLQJ�ZRXOG�RQO\�EH�RYHUWXUQHG�RQ�DSSHDO�LI�LW�ZDV�OHJDOO\�LQFRUUHFW��WKH�H[LVWHQFH�RI�D�

EULEH� LWVHOI� GLG� QRW� SURYLGH� DQ�DGHTXDWH� UHDVRQ� WR� RYHUWXUQ�D� MXGJH¶V� RWKHUZLVH� OHJDOO\� FRUUHFW�

GHFLVLRQ���

%� 352&('85$/�&216(48(1&(6�2)�%5,%(5<�,1�-(:,6+�/$:

7KH� SURFHGXUDO� HIIHFWV� RI� D� MXGJH� DFFHSWLQJ� D� EULEH� XQGHU� PHGLHYDO -HZLVK� ODZ� ZHUH� DQ�

RXWJURZWK�RI�WKH�XQGHUO\LQJ�WKHRU\�WKDW�DQLPDWHG�KDODNKLF�EULEHU\�UXOHV���-HZLVK�ODZ�KHOG�WKDW�D�

MXGJH�ZKR�DFFHSWHG�D�EULEH�EHFDPH�D�YLUWXDO�SDUW\�WR�WKH�FDVH��$V�D�SDUW\�WR�WKH�VXLW��D�EULEHG�MXGJH�

OLWHUDOO\�FHDVHG�EHLQJ�D�MXULVW��DQG�DQ\�DFWLRQV�KH�WRRN�LQ�KHDULQJ�WKH�FDVH�FRXOG�QRW�EH�DWWULEXWHG�

WR�WKH�FRXUW�DQG�ZHUH�YRLG���

0HGLHYDO�-HZLVK�ODZ�SURYLGHG�SURFHGXUHV�IRU�D�OLWLJDQW�WR�FKDOOHQJH�D�MXGJH�KH�EHOLHYHG�KDG�

WDNHQ�D�EULEH��$�OLWLJDQW�FRXOG�SUHVHQW�D�PRWLRQ�DOOHJLQJ�WKDW�WKH�SUHVLGLQJ�MXGJH�KDG�DFFHSWHG�D�

EULEH��,I�WKH�PRYLQJ�SDUW\�VXSSRUWHG�KLV�FODLP�ZLWK�WKH�WHVWLPRQ\�RI�DW�OHDVW�WZR�YDOLG�ZLWQHVVHV��

WKH� MXGJH�ZDV�DXWRPDWLFDOO\�GLVTXDOLILHG�IURP�SURFHHGLQJ�DQ\�IXUWKHU�RQ� WKH�FDVH��� 1RUPDWLYH�

KDODNKD�GRHV�QRW�FUHDWH�DQ�RUJDQL]HG�KLHUDUFKLFDO�FRXUW�V\VWHP��DQG�WKXV�WKHUH�ZDV�QRW�DOZD\V�DQ�

LQWHUQDO�PHFKDQLVP�LQ�SODFH�WR�IRUFLEO\�UHPRYH�GLVTXDOLILHG�MXULVWV�IURP�WKH�EHQFK��� -HZLVK�ODZ�

WKXV� SURYLGHG� WKDW� WKH� UXOLQJV� RI� D� MXGJH� GLVTXDOLILHG� IRU� EULEHU\� DUH� QXOO� DQG� YRLG�� LI� D� MXGJH�

�� 6HH�+HOPKRO]��VXSUD QRWH����DW ����
�� 6HH +HOPKRO]��VXSUD�QRWH����DW �������
�� 6HH�3LOO��VXSUD QRWH�����DW�����
�� 6HH�<RVHI�.DUR��%HLV�<RVHI��&KRVKHQ�0LVKSDW�������UHIHUULQJ�WR�%DE\ORQLDQ�7DOPXG��
6DQKHGULQ���D��
�� 6HH�JHQHUDOO\�-��'DYLG�%OHLFK��7KH�$SSHDO�3URFHVV�LQ�WKH�-HZLVK�/HJDO�6\VWHP�����7UDGLWLRQ ���
��������H[SORULQJ�WKH�ODFN�RI�D�KLHUDUFKLFDO�FRXUW�VWUXFWXUH�LQ�WKH�-HZLVK�OHJDO�V\VWHP��DQG�WKH�
FRQVHTXHQWLDO�LQDELOLW\�RI�FRXUWV�WR�IRUPDOO\�VXSHUYLVH�HDFK�RWKHU¶V�GHFLVLRQV��
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ZURQJO\�UHIXVHG�WR�GLVTXDOLI\�KLPVHOI�ZKHQ�UHTXLUHG�WR�GR�VR��WKH�DJJULHYHG�OLWLJDQW�LQ�WKH�FDVH�

FRXOG�VLPSO\�FKRRVH�WR�LJQRUH�DQ\�IXUWKHU�SURFHHGLQJV�EHIRUH�WKDW�MXGJH��1RW�RQO\�GLG�-HZLVK�ODZ�

LQYDOLGDWH�WKH�UXOLQJV�PDGH�E\�D�MXGJH�DIWHU�KH�ZDV�GLVTXDOLILHG��EXW�WKH�ODZ�HYHQ�UHWURDFWLYHO\�

YRLGHG�DOO�WKH�MXGLFLDO�DFWLRQV�WDNHQ�E\�D�MXGJH�IURP�WKH�WLPH�KH�DFFHSWHG�D�EULEH�XQWLO�WKH�WLPH�KH�

ZDV�XOWLPDWHO\�GLVTXDOLILHG��� 7KLV�SHQDOW\�ZDV�D�SDUWLFXODUO\�KDUVK�PHDQV�RI�GLVFRXUDJLQJ�MXGJHV�

IURP�DFFHSWLQJ�EULEHV�EHFDXVH�-HZLVK�ODZ�PDLQWDLQHG�WKDW�D�MXGJH�ZKR�LVVXHG�D�SDWHQWO\�LQFRUUHFW�

UXOLQJ�± ZKLFK�ZRXOG�LQFOXGH�D�GHFLVLRQ�LVVXHG�XQGHU�WKH�LQIOXHQFH�RI�D�EULEH�± PXVW�FRPSHQVDWH�

WKH�ORVLQJ�OLWLJDQW�IRU�DQ\�ORVVHV�KH�VXIIHUHG�DV�D�UHVXOW�RI�WKH�MXGJH¶V�UXOLQJ���

9,��&21&/86,21

7KH� -HZLVK� DQG� &DQRQ� ODZ� V\VWHPV� RI� WKH�0LGGOH� $JHV�PDLQWDLQHG� VRSKLVWLFDWHG� DQG�

QXDQFHG�GRFWULQHV�JRYHUQLQJ�MXGLFLDO�EULEHU\�WKDW�GHPRQVWUDWH�PDQ\�RI�WKH�PHWD�FKDUDFWHULVWLFV�

H[SHFWHG� LQ� OHJLWLPDWH� OHJDO� UHJLPHV�� %RWK� V\VWHPV� SURKLELWHG� EULEHU\� IRU� VSHFLILF� WKHRUHWLFDO�

UHDVRQV��7KHVH�WKHRUHWLFDO�IRXQGDWLRQV�SURYLGHG�MXGJHV�DQG�OLWLJDQWV�ZLWK�DQ�LPSRUWDQW�GHJUHH�RI�

SUHGLFWDELOLW\�DERXW�ZKDW�NLQGV�RI�SD\PHQWV�GLG�DQG�GLG�QRW�FRQVWLWXWH�LOOHJDO�EULEHU\��/LNH�DQ\�

V\VWHP�WKDW�PXVW�ZRUN�LQ�WKH�UHDO�ZRUOG��KRZHYHU��&DQRQ�DQG�-HZLVK�EULEHU\�ODZV�ZHUH�QRW�HQWLUHO\�

GLYRUFHG� IURP� SUDFWLFDO� FRQVLGHUDWLRQV�� %\� OLPLWLQJ� WKH� LPSDFW� RI� WKHLU� UHVSHFWLYH� WKHRUHWLFDO�

PRGHOV� LQ� RUGHU� WR� SURPRWH� SURFHGXUDO� HIILFLHQF\� DQG� LQVXUH� MXGJHV� DQ� DGHTXDWH� VRXUFH� RI�

OLYHOLKRRG�� WKH� -HZLVK�DQG�&DQRQ� ODZ�GRFWULQHV� LQVXUHG� WKDW� WKHLU� EULEHU\� UXOHV� QRW� RQO\�PDGH�

MXULVSUXGHQWLDO�VHQVH�WR�VFKRODUV�LQ�WKH�XQLYHUVLW\��EXW�DOVR�ZRUNHG�IRU�MXGJHV��ODZ\HUV��DQG�OLWLJDQWV�

LQ� WKH� UHDO� ZRUOG�� )LQDOO\�� ERWK� V\VWHPV� GHYHORSHG� PHWKRGV� RI� HQIRUFLQJ� EULEHU\ UXOHV� DQG�

SXQLVKLQJ�YLRODWLRQV��/LNH�WKH�UXOHV�WKHPVHOYHV��WKHVH�HQIRUFHPHQW�PHWKRGV�UHSUHVHQWHG�D�K\EULG�

RI�WKHRUHWLFDO�FRQVLVWHQF\�DQG�SUDFWLFDO�QHFHVVLW\��%\�WUDQVODWLQJ�D�WKHRUHWLFDO�PRGHO�LQWR�SUDFWLFDO�

UHJXODWLRQV�HQIRUFHDEOH�E\�ORJLFDOO\�FRQVLVWHQW DQG�SUDFWLFDOO\�HIILFLHQW�PHWKRGV��WKH�-HZLVK�DQG�

�� 6HH�<RVHI�.DUR��6KXOFKDQ�$UXFK��&KRVKHQ�0LVKSDW�������7KLV�UXOH�PHUHO\�FUHDWHG�D�
SUHVXPSWLRQ�WKDW�DOO�RI�WKH�MXGJHV�SDVW�UXOLQJV�ZHUH�LVVXHG�XQGHU�WKH�LQIOXHQFH�RI�EULEHV���7KLV�
SUHVXPSWLRQ�FRXOG�EH�UHEXWWHG��KRZHYHU��XSRQ�SURRI�WKDW�ZLWK�UHVSHFW�WR�DQ\�SDUWLFXODU�GHFLVLRQ�
WKH�MXGJH�KDG�LQ�IDFW�QRW�DFFHSWHG�DQ\�LOOLFLW�SD\PHQWV�IURP�WKH�OLWLJDQWV�DSSHDULQJ�EHIRUH�KLP���
6HH�LG�
�� 6HH�<RVHI�.DUR��6KXOFKDQ�$UXFK��&KRVKHQ�0LVKSDW��������
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&DQRQ�OHJDO�V\VWHPV�RI�WKH�0LGGOH�$JHV�HQJHQGHUHG�SXEOLF�FRQILGHQFH�LQ�WKHLU�DELOLWLHV�WR�MXVWO\�

UHVROYH�GLVSXWHV��WKHUHE\�HQVXULQJ�WKHLU�YLDELOLW\�


