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7KH� 5DDG� YDQ� GH� (IIHFWHQEUDQFKH� LV� DQ� XPEUHOOD� RUJDQL]DWLRQ� UHSUHVHQWLQJ� �SULPDULO\�� QRQ�
EDQN� 'XWFK� LQYHVWPHQW� ILUPV�� 7KH� MRLQHG� DVVRFLDWLRQV ± LQFOXGLQJ� WKH� PHPEHUVKLS� RI� WKH
DVVRFLDWLRQV� ± UDQJH� IURP� SURSULHWDU\� WUDGLQJ� ILUPV� WKURXJK� IXOO�VHUYLFH� EURNHU�GHDOHUV� WR�
VSHFLDOL]HG� LQYHVWPHQW� PDQDJHPHQW� FRQFHUQV�� :H� DUH� GHOLJKWHG� WR� KDYH� WKLV� RSSRUWXQLW\� WR�
FRPPHQW�RQ�SHQGLQJ�&(65�UHFRPPHQGDWLRQV��,Q�ZKDW�IROORZV�ZH�KDYH�DWWHPSWHG�WR�DGGUHVV�WKH�
TXHVWLRQV� FRQWDLQHG� LQ� &(65¶V� GRFXPHQWDWLRQ� E\� UHIHUHQFH� WR� WKHLU� TXHVWLRQ� QXPEHUV��
)XUWKHUPRUH� ZH� DVN� \RXU� DWWHQWLRQ� IRU� WKH� GLIIHUHQW� VWUXFWXUH� RI� WKH� ILQDQFLDO� LQGXVWU\� LQ� WKH�
YDULRXV�(8�FRXQWULHV� 3OHDVH� FRQWDFW� WKH� VHFUHWDU\� RI� RXU� RUJDQL]DWLRQ� LI� IXUWKHU� FRPPHQW� RU
HOXFLGDWLRQ�LV�UHTXLUHG�

5DDG�YDQ�GH�(IIHFWHQEUDQFKH
0V��0HD�+LVNHV�:LOOHPVH��VHFUHWDU\
WHOHSKRQH����������������
H�PDLO�PHDKLVNHV#UVQHW�QO

���
7KH� LQGHSHQGHQFH� UHTXLUHPHQW� DV� VHW� RXW� LV� H[FHVVLYH�� LV� OLNHO\� LQ� IDFW� WR� LPSHGH� DQ� HIIHFWLYH�
FRPSOLDQFH�IXQFWLRQ�DQG�ZLOO�FRQWULEXWH�VXEVWDQWLDOO\�WR�IL[HG�FRVWV��ZKLFK�LV�KLJKO\�XQGHVLUDEOH���
$Q�HPSKDVLV�RQ� WKH�SHUVRQDO�DFFRXQWDELOLW\�RI� WKH�FRPSOLDQFH�RIILFHU� �Z KHWKHU� LQGHSHQGHQW�DV�
HQYLVLRQHG�KHUH�RU�QRW���DQG�VWULFW�HQIRUFHPHQW�RI�WKH�UHVSRQVLELOLWLHV�WKH�UROH�HQWDLOV��ZRXOG�EH�D�
EHWWHU� VROXWLRQ�� � 3HUVRQQHO� TXDOLILHG� IRU� WKLV� IXQFWLRQ� DUH� H[SHQVLYH� DQG� GLIILFXOW� WR� ILQG���
,PSRVLQJ�D�VWULFW�LQGHSHQGHQFH�UHTXLUHP HQW�RQ�VXFK�SHUVRQQHO�PXOWLSOLHV�FRVWV��DQG�FRXOG�LVRODWH�
WKH�SHUVRQ�UHVSRQVLEOH�LQ�D�ZD\�WKDW�FRXOG�HDVLO\�GHWUDFW�IURP�KLV�RU�KHU�HIIHFWLYHQHVV�
���
:H�EHOLHYH�WKDW�SURSRUWLRQDOLW\�RXJKW� WR�EH�EDVHG�RQ�WKH� QDWXUH RI�EXVLQHVV�WUDQVDFWHG��DQG�ZH�
DUH� FRQFHUQHG� DERXW� WKH� LGHD� RI� UHGXFLQJ� FRPSOLDQFH� UHTXLUHPHQWV� EDVHG� RQ� WKH� VFDOH RI� WKH�
EXVLQHVV� LQ� TXHVWLRQ�� � ,W� LV� QRW� DW� DOO� FOHDU� WR� XV� ZK\� FXVWRPHUV� RI� VPDOOHU� VHUYLFH� SURYLGHUV�
GHVHUYH� OHVV� SURWHFWLRQ� WKDQ� FXVWRPHUV� RI� ODUJH� ILUPV�� � 'LIIHUHQW� LQYHVWPHQW� I LUP� DFWLYLWLHV�
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LQYROYH�GLIIHUHQW�GHJUHHV�RI�ULVN�WR�FXVWRPHUV��DQG�WKH�GLIIHUHQW�ULVNV�EHDU�QR�UHODWLRQ�WR�WKH�VL]H�
RI� WKH� ILUPV� RIIHULQJ� WKH� VHUYLFHV�� � :H� VXSSRUW� DQ\� HIIRUW� WR� UHOLHYH� VPDOOHU� ILUPV� RI� WKHLU�
UHJXODWRU\�EXUGHQV��EXW�ZH�DUH�FRQYLQFHG�WKDW�W KH�EHVW�ZD\�WR�GR�WKLV�LV�WR�UHGXFH�WKH�EXUGHQ�RI�
EXUHDXFUDF\�IRU�DOO ILUPV�UDWKHU�WKDQ�WR�PDNH�VSHFLDO�H[FHSWLRQV�IRU�VPDOO�RQHV���+RZHYHU��DV�D�
WRXFKVWRQH� IRU� WKH�DSSURSULDWH� OHYHO�RI� WKLV�EXUGHQ��ZH�VXJJHVW�DQ\�UHJXODWRU\�UHTXLUHPHQW� WKDW�
SXWV� D� GLVSURSRUWLRQDWH� EXUGHQ� RQ� VPDOOHU� ILUPV� LV� H[FHVVLYH�� � ,I� WKH� UHTXLUHPHQWV� DUH�
SURSRUWLRQDWH�WR�WKH�DFWXDO�QHHGV�RI�FXVWRPHUV��WKH\�ZLOO�QRW�XQGXO\�GLVDGYDQWDJH�VPDOOHU�ILUPV�
���
&(65�VKRXOG�EH�H[WUHPHO\�FDXWLRXV�DERXW�H[WHQGLQJ�WKH�SURWHFWLRQV�VXJJHVWHG�E\�6WDQG DUG�����
EH\RQG� WKH� VFRSH� RI� LQYHVWPHQW�PDQDJHUV�� �:H�EHOLHYH� WKDW� WKH� WKLUG� RSWLRQ�PHQWLRQHG� LQ� WKH�
GLVFXVVLRQ�LV�PXFK�WR�EH�SUHIHUUHG�WR�WKH�RWKHU�WZR�
(XURSHDQV�PXVW�KDYH�WKH�ULJKW� WR�FDUU\�RXW�EXVLQHVV�LQ�QRQ �(8�MXULVGLFWLRQV�LI�WKH\�ZLVK�WR���,W�
ZRXOG EH�RGG� WR� IRUELG� WKHP� WR�XVH�(8�DJHQWV� IRU� VXFK�EXVLQHVV�� LQ�ZKLFK�FDVH��DQ�(8�DJHQW�
VKRXOG�EH�DEOH�WR�XVH�MXGJPHQW�LQ�VHOHFWLQJ�D�QRQ �(8�DJHQW�WR�DFFRPSOLVK�LWV�FXVWRPHU¶V�JRDOV���
7KH�(8�DJHQW�KDV�D�GXW\�RI�FDUH�LQ�VHOHFWLQJ�WKH�ORFDO�DJHQW�DQG�PRQLWRULQ J�LWV�DFWLYLWLHV�RQ�LWV�
FXVWRPHU¶V�EHKDOI��WKDW�VKRXOG�EH�HQRXJK�WR�SURYLGH�DGHTXDWH�FXVWRPHU�SURWHFWLRQ�
,QYHVWPHQW�PDQDJHPHQW�PLJKW� EH� UHJDUGHG� DV� D� XQLTXH� VHUYLFH� WR�ZKLFK� VSHFLDO� FRQVLGHUDWLRQ�
VKRXOG�EH�JLYHQ�� �+RZHYHU�� LW� LV�QRW�FOHDU� WR�XV�WKDW�HYHQ VXE�DGYLVRU\�UROHV�ZLWKLQ�LQYHVWPHQW�
PDQDJHPHQW�VKRXOG�DWWUDFW�WKLV�GHJUHH�RI�UHJXODWLRQ��ZH�EHOLHYH�WKDW�DQ�DGYLVRU¶V�GXW\�RI�FDUH�LQ�
VHOHFWLQJ�DQG�PRQLWRULQJ�D� VXE �DGYLVRU� VKRXOG�EH�HQRXJK�� � ,W� LV�FOHDU� WR�XV� WKDW�RWKHU�DFWLYLWLHV�
ZLWKLQ�ILQDQFLDO�VHUYLFHV�VKRXOG�QRW�EH�VR�EXUGHQHG���:H�UHFRPPHQG�WKDW���E��EH�RPLWWHG�
���
,W� LV� QRW� DFFHSWDEOH� WR� SXW� ILUPV� LQ� D� SRVLWLRQ� ZKHUH� LW� LV� LPSRVVLEOH� LQ� SULQFLSOH� WR� IXOILO� D�
UHJXODWRU¶V� UHTXLUHPHQWV�� � ,QIRUPDWLRQ� UHTXLUHPHQWV� PXVW� EH� VSHFLILHG� UDWKHU� WKDQ� OHIW� RSHQ �
HQGHG�� � 7KLV� LV� QRW� WR� VXJJHVW� WKDW�� ZKHQ� WKH� UHJXODWRU� KDV� VXVSLFLRQV� RI� D� ILUP�� LW� LV�ZLWKRXW�
SRZHU� WR� LQVLVW� RQ� DQ\� LQIRUPDWLRQ� LW� UHTXLUHV�� EXW� DV� SUHVHQWHG� KHUH�� WKLV� SURYLVLRQ� RSHQV� WKH�
GRRU� WR� HYHU�JUHDWHU� GHPDQGV� IRU� LQIRUPDWLRQ� DV� D� PDWWHU� RI� URX WLQH� ± D� VLWXDWLRQ� ZKLFK� RXU�
PHPEHUV� EHOLHYH� LV� DOUHDG\� RXW� RI� FRQWURO� LQ� PDQ\� MXULVGLFWLRQV�� � ,Q� SDUWLFXODU�� FRPSHWHQW�
DXWKRULWLHV� VKRXOG� KDYH� WKH� ULJKW� RI� DFFHVV� WR� YRLFH� UHFRUGLQJV� RQO\ LQ� FDVHV� ZKHUH� FULPLQDO�
DFWLYLW\�LV�UHDVRQDEO\�VXVSHFWHG�
���
:H�GR�QRW�KDYH�VWURQJ�RSLQLRQV�RQ�KRZ�ORQJ�RU�ZKDW�UHFRUGV�VKRXOG�EH�NHSW��EXW�ZH�GR�EHOLHYH�
VXFK� UHTXLUHPHQWV� VKRXOG� QRW� H[FHHG� WKH� UHJXODWRU¶V� OLNHO\� LQIRUPDWLRQ� QHHGV�� � ,VVXDQFH� DQG�
PHUJHU� DGYLVRU\� �FDWHJRULHV� L� DQG� LL�� VKRXOG� EH� PDWWHUV� WKDW� UHJXODWRUV� FRQFHQ WUDWHG� WKHLU�
DWWHQWLRQ� RQ�� VR� WKH� UHFRUG�NHHSLQJ� UHTXLUHPHQWV� IRU� WKHP� VKRXOG� EH� KLJK�� � *HQHUDO� ILQDQFLDO�
DGYLFH�WR�FRUSRUDWLRQV��FDWHJRU\�LLL��LV�QRW��E\�DQG�ODUJH��VXEMHFW�WR�UHJXODWLRQ��VR�UHFRUG �NHHSLQJ�
UHTXLUHPHQWV�LQ�WKLV�DUHD�VKRXOG�EH�OLJKW�RU�QLO� 7KLV�LV�DQ�DUHD�ZKHUH�SDSHUZRUN�VKRXOG�EH�NHSW�
WR�D�PLQLPXP��RU�SHUKDSV�QRW�UHTXLUHG�DW�DOO�
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���
5HJXODWRU\� RSW�RXWV� ULVN� LQVWLWXWLRQDOL]LQJ� UHJXODWRU\� SUDFWLFH� WKDW� VKRXOG� QRW� H[LVW� LQ� WKH� ILUVW�
SODFH��SHUPLWWLQJ�WKHP�LV�OLNHO\�WR�FDXVH�WKHVH�SUDFWLFHV�W R�SHUVLVW�
���
,W�LV�HQRXJK�WKDW�WKH�LQYHVWPHQW�ILUP�UHSRUWV�ZKHUH�LW�GHOLYHUHG�WKH�DVVHWV��WKDW�PD\�EH�DOO�WKDW�LV�
XQGHU�LWV�FRQWURO�
���
$OWHUQDWLYH��D��LV�XQDFFHSWDEOH�
���
7KH�OHJLVODWLRQ�LV�ZHDNO\�GUDIWHG�DQG�DGGLWLRQDO�H[DPSOHV�ZLOO�QRW�UHSDLU�WKDW�
���
$OWHUQDWLYH� �D�� LV� SUHIHUDEOH�� � )XUWKHU� VSHFLILFDWLRQ� � L�H��� LQ� UHIHUHQFH� WR� �F��� VKRXOG� EH� OHIW� WR�
QDWLRQDO�UHJXODWRUV�
����DQG����
7KH�RQO\�VLJQLILFDQW�ULVN�DULVLQJ�IURP�FRQWDFW�EHWZHHQ�UHVHDUFK�GHSDUWPHQWV�DQG�WUDGLQJ�GHVNV�LV�
WKH� ULVN� WKDW�� ZLWK IRUHNQRZOHGJH� RI� LPSHQGLQJ� UHVHDUFK� SXEOLFDWLRQV�� WKH� WUDGLQJ� GHVN� PLJKW�
IURQW�UXQ�WKH�ILUP¶V�FXVWRPHUV���7KLV�PXVW�EH�SUHYHQWHG���2WKHUZLVH��DQDO\VWV�VKRXOG�EH�UHVWULFWHG�
IURP� GLUHFW� LQYROYHPHQW� LQ� LQYHVWPHQW� EDQNLQJ�� EXW� WKDW� QHHG� QRW� EH� D� PDWWHU� RI� FRP SOHWH�
LVRODWLRQ�IURP�WKDW�VLGH�RI�WKH�LQYHVWPHQW�ILUP�
���
7KH�ILUVW�DOWHUQDWLYH��D��LV�WKH�EHVW�
����
,Q�%R[�������E��LV�VXSHUIOXRXV�LI�WKH�WHUPV�RI�WKH�OHQGLQJ�DUH�QRW�GLVFORVHG���7KH�SXUSRVH�RI���E��
LV�WR�SUHYHQW�LQYHVWPHQW�ILUPV�IURP�OHQGLQJ�FXVWRPHU DVVHWV�ZLWKRXW�QRWLILFDWLRQ�RU�DOORZLQJ�WKH�
FXVWRPHU�WR�VKDUH�LQ�WKH�SURFHHGV�RI�WKH�ORDQ������F��VKRXOG�LQGLFDWH�WKDW�WUDQVDFWLRQ�FKDUJHV�DUH�
UHSRUWHG� VHSDUDWHO\� IURP� RWKHU� FKDUJHV�� � 3DUDJUDSK� ���� ZRXOG� SODFH� LQRUGLQDWH� EXUGHQV� RQ�
PDQDJHUV�RI�IXQGV��LW�VKRXOG�DSSO\�VROHO\�WR�VHSDUDWH�DFFRXQW�PDQDJHUV�
S������4�
7KH�'LUHFWLYH�VKRXOG�QRW�VSHFLI\�WKLV���&XVWRPHUV�VKRXOG�EH�DEOH�WR�GHFLGH�ZKDW�LV�LPSRUWDQW�WR�
WKHP�� LQ� FRQVXOWDWLRQ�ZLWK� LI� QHFHVVDU\�� �7KH� LQYHVWPHQW� ILUP� VKRXOG� EH� SHUPLWWHG� D� ³GHIDXOW´�
VSHFLILFDWLRQ��SURYLGHG�WKDW�LWV�FOLHQWV�DUH�LQIRUPHG�RI�LW�
S������4�
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$JDLQ��LW�LV�WKH�FXVWRPHU��QRW�WKH�ILUP��ZKR�VKRXOG�GHFLGH���,Q�WKH�DEVHQFH�RI�DQ\�LQGLFDWLRQ�IURP�
WKH� FXVWRPHU�� WKH� ILUP� PD\� QHHG� WR� UDQN� WKH� IDFWRUV�� EXW� WKHQ� LW� PXVW� DFFHSW� WKH� EXUGHQ� RI�
MXVWLI\LQJ�LWV�GHFLVLRQ���7KH�OLVW�DV�JLYHQ�LV�DGHTXDWH�
S������4�
7KH�VDPH�FOLHQW�PD\�KDYH�GLIIHUHQW�QHHGV�RQ�DW�GLIIHUHQW�WLPHV���7KLV�VKRXOG�SUREDEO\�QRW�EH�DQ�
DUHD� VXEMHFW� WR� UHJXODWLRQ� DW� WKH�(XURSHDQ� OHYHO�� � 7KH� LQYHVWPHQW� ILUP� VKRXOG� EH� SHUPLWWHG� W R�
FUHDWH�D�³GHIDXOW´�VSHFLILFDWLRQ��SURYLGHG�WKDW�LW�LQIRUPV�LWV�FOLHQWV�RI�WKLV�SROLF\�
S������4�
7KHVH� IDFWRUV� DUH� DSSOLHG�GLIIHUHQWO\� LQ� GLIIHUHQW� FLUFXPVWDQFHV�� �7KH� SRLQW� RI� GHSDUWXUH� LV� WKH�
FXVWRPHU¶V� VWDWHG� UHTXLUHPHQWV�� WKH� WUDQVDFWLRQ� IDFLOLWDWRU �� LQ� DFFRXQWLQJ� IRU� KLV� RU� KHU�
SHUIRUPDQFH��ZLOO�UHIHU�WR�WKDW�VWDWHPHQW��DQG�EDODQFH�WKH�IDFWRUV�DFFRUGLQJO\�
S������4��� 4�
,W�LV�LQDSSURSULDWH�IRU�RXU�RUJDQL]DWLRQ��DV�D�UHSUHVHQWDWLYH�RI�QXPHURXV�ILUPV�ZLWK�D�ZLGH�UDQJH�
RI�VHFXULW\�PDUNHW�DFWLYLWLHV�� WR�UHVSRQG�WR�WKHVH�TXHVWLRQV�
S������4�
7KH�FULWHULD�VHHP�WR�EH�IDLUO\�H[KDXVWLYH�
S������4�
9HU\� OLWWOH� RI� WKH� UHOHYDQW� GDWD� LV� JHQHUDOO\� DYDLODEOH�� DQG� PRVW� RI� ZKDW� LV� DYDLODEOH� LV� RQO\�
REWDLQDEOH�DW�FRQVLGHUDEOH�FRVW�� �+HQFH�ZH�UHFRPPHQG�WKDW� WKLV�DU HD�EH�UHJXODWHG�ZLWK�D�³OLJKW�
WRXFK�´��0DUNHW�VROXWLRQV�ZLOO�QRW�EH�DEOH�WR�ILOO�WKH�JDS�XQWLO�50¶V�LPSURYH�WKHLU�GDWD�SURYLVLRQ�
S������4�
7KRVH� RI� RXU�PHPEHUVKLS�ZKR� DUH� DFWLYH� LQ� WKHVH� DUHDV� UHSRUW� WKDW�PRQLWRULQJ� LV� ODUJHO\� RQ� D�
FDVH�E\�FDVH� EDVLV�� WKH� VLWXDWLRQ� LV� OLNHO\� WR� EH� GLIIHUHQW� IURP� RQH� VHFXULW\� WR� WKH� QH[W�� DQG� LW�
RIWHQ�LV�IRXQG�WR�YDU\�RYHU�WLPH���7KH\�KDYH�H[SUHVVHG�FRQFHUQ�WKDW�DQ�DWWHPSW�WR�IRUFH�D�VLQJOH�
PRGH�RI�DQDO\VLV�XSRQ� WKH� LQGXVWU\� LV� OLNHO\� WR�JLYH�SRRU� UHVXOWV�� IURP�D�FXVWRPHU� SHUVSHFWLYH��
³EHVW� H[HFXWLRQ´� LV� DOZD\V WKH� H[HFXWLRQ� WKDW� EHVW� IXOILOV� KLV� RU� KHU� SRVVLEO\� TXLWH� FKDQJHDEOH�
UHTXLUHPHQWV�DW�WKDW�SDUWLFXODU�PRPHQW�
S������4�
7KH�DQVZHUV�RI�RXU�PHPEHUV�YDU\���,QYHVWPHQW�PDQDJHUV�DQG�SURSULHWDU\�WUDGLQJ�ILUPV�LQGLFDWH�
WKDW�WKH\�SD\�FRQVLGHUDEOH�DWWHQWLRQ�WR�WKH�TXDOLW\�RI� HYHU\ H[HFXWLRQ��DW�WKH�WLPH�RI�H[HFXWLRQ�
S������4�
$V�PHQWLRQHG�DERYH��S������4���WKLV�GDWD�LV�GLIILFXOW�WR�REWDLQ�LI�LW�LV�REWDLQDEOH�DW�DOO��DQG�ZKDW�
WKHUH�LV�RI�LW�WHQGV�WR�EH�PDGH�DYDLODEOH�UDWKHU� ODWH���)LUPV�UHSRUW�WKDW�WKH\�DQDO\]H�WUDGHV�VKRUWO\�
DIWHU� H[HFXWLRQ� EHFDXVH� RI� WKLV�� DQG� EHFDXVH�� LQ� PDQ\� PDUNHWSODFHV�� WKDW� LV� WKH� RQO\� ZD\� WR�
DFFHVV�UHOHYDQW�GDWD�WKDW�LV�RWKHUZLVH�QRW�VDYHG��E\�50¶V�RU�GDWD�VHUYLFHV��IRU�ODWHU�DQDO\VLV�
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S������4�
2XU�PHPEHUV�GR�QRW�UHSRUW�DQ\�VLJQLILFDQW�GLIIHUHQFHV�
S������4�
7KH� ILUPV� WKDW� UHVSRQGHG� WR� RXU� TXHU\� LQGLFDWHG� WKDW� RUGHUERRN� GHSWK� LV� RYHUZKHOPLQJO\� WKH�
JUHDWHVW�IDFWRU� WR�FRQVLGHU��DQG�WKDW� WKH�IDFW� WKDW�KLVWRULFDO�RUGHUERRN�GHSWK�LV�GLIILFXOW��LI�DW�DOO�
SRVVLEOH��WR�REWDLQ�UHTXLUHV�WKDW�WKH�PRVW�LPSRUWDQW�MXGJHPHQWV�DERXW�H[HFXWLRQ�TXDOLW\�PXVW�EH�
PDGH�LQ�UHDO�WLPH��RU�FORVH�WR�LW�
S������4�
7KLV�ZLOO�GHSHQG�RQ�ZKDW�LV�DYDLODEOH��DQG�LWV�FRVW�
S������4��� 4�
)RU�PRVW�RI�RXU�PHPEHUVKLS��WKH�DYDLODELOLW\� RI�D�UHDOLVWLFDOO\�DOWHUQDWLYH�YHQXH�LV�VR�QHZ�WKDW�LW�
KDV�QRW�\HW� UHFHLYHG�D� UHYLHZ�� �7KRVH�PRUH�H[SHULHQFHG�ZLWK�VXFK�DOWHUQDWLYHV� UHSRUW� WKDW� WKH\�
XVH� WKHP� SULPDULO\� LQ� SXUVXLW� RI� SURSULHWDU\� JDLQV� UDWKHU� WKDQ� H[HFXWLRQ� RI� FXVWRPHU� EXVLQHVV��
DQG�KHQFH�WKHLU�LQWHUQDO�UHYLHZV�UHODWH�FORVHO\�WR�WKHLU�FRVWV�RI�DFFHVVLQJ�WKH�DOWHUQDWLYHV�
S������4�
:H�UHFHLYHG�DOPRVW�DV�PDQ\�DQVZHUV�WR�WKLV�TXHVWLRQ�DV�RXU�RUJDQL]DWLRQ�KDV�PHPEHUV�
S������4�
7KLV�ZRXOG�SODFH�D�VLJQLILFDQW�FRVW�EXUGHQ�RQ�LQYHVWPHQW�ILUPV�LQ� RUGHU�WR�SURYLGH�LWV�FXVWRPHUV�
ZLWK� LQIRUPDWLRQ�RI� GXELRXV� YDOXH� DW� EHVW�� WKH� ILUP¶V� ³DYHUDJH´� H[SHULHQFH� LV� LUUHOHYDQW� WR� WKH�
UHTXLUHPHQWV�RI�DQ\�SDUWLFXODU�WUDQVDFWLRQ�
S������4�
:H�GR�QRW�EHOLHYH�FXVWRPHUV�FRXOG�GHULYH�DQ\�EHQHILW�IURP�WKLV�LQIRUPDWLRQ �
S������4�
:H�VHH�QR�YDOXH�WR�WKH�FXVWRPHU�LQ�VXFK�UHSRUWV�
S������4�
:H�VHH�QR�YDOXH�WR�WKH�FXVWRPHU�LQ�VXFK�UHSRUWV�
S������4�
:H� DUH� LQFOLQHG� WR� WKLQN� WKDW� WKH� HQWLUH� GLVFXVVLRQ� RI� WKHVH� PDWWHUV� HUUV� RQ� WKH� VLGH� RI�
³WUDQVSDUHQF\´�WKDW�KDV�YHU\�OLWWO H�YDOXH�WR�FXVWRPHUV�
S������ ���4�
$V� ZH� KDYH� LQGLFDWHG�� ZH� EHOLHYH� WKDW� WKH� UHTXLUHPHQWV� VXJJHVWHG� IRU� EURNHU �GHDOHUV� DUH�
XQZRUNDEOH�DQG�H[FHVVLYH���$OO�WKH�PRUH�VR��WKHQ��IRU�LQYHVWPHQW�PDQDJHUV�
S������4�
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,W�LV�QRW�FOHDU�WKDW��LQ�PRVW�FDVHV��FRQIOLFW RI�LQWHUHVW� LV�DQ�LVVXH���:KHUH�WKH�EURNHU �GHDOHU�GRHV�
QRW�KROG�DQ�HTXLW\�LQWHUHVW�LQ�WKH�WUDQVDFWLRQ�YHQXH��UHFHLYHV�QR�LQFHQWLYH�IRU�URXWLQJ�RUGHUV�WR�LW��
DQG� UHSRUWV� WUDQVDFWLRQ� FRVWV� WUDQVSDUHQWO\� WR� LWV� FXVWRPHUV�� ZH� VHH� QR� FRQIOLFW�� �:KHUH� WKHVH�
FRQGLWLRQV�GR�QRW�DSSO\��GLVFORVXUH�VKRXOG�VXIILFH�IRU�FXVWRPHU�SURWHFWLRQ�
S������4�
$� VLQJOH� GLVFORVXUH� RI� SROLF\� DW� WKH� WLPH� WKDW� WKH� FRPPHUFLDO� UHODWLRQVKLS� LV� LQLWLDWHG� VKRXOG�
VXIILFH��DOWKRXJK�FXVWRPHUV�VKRXOG�KDYH�WKH�ULJKW�WR�GHPDQG�GLVFORVXUH�LI�WKH \�GHVLUH�LW�
S������4��
2XU�PHPEHUV�LQGLFDWH�OLWWOH�DJUHHPHQW�RQ�WKLV�PDWWHU�
S������4�
7KH�GHILQLWLRQ�LV�DGHTXDWH�DQG�FRPSOHWH�
S������4�
1R�RUGHU�VKRXOG�EH�DFFHSWHG�ZLWKRXW�WKLV�LQIRUPDWLRQ��DQG�WKH�LQIRUPDWLRQ�LV�VXIILFLHQW�WR�FDUU\�
RXW�DQ\�RUGHU�
S������4�
7LPH�VWDPSLQJ�VKRXOG�EH�PDQGDWRU\�
S������4�
,I� DQ� LQYHVWPHQW� ILUP� FDQQRW� GHWHUPLQH� WKH� SURSHU� VHTXHQFH� RI� WKH� FXVWRPHU� RUGHUV� LW� KDV�
UHFHLYHG� WKHQ� LW� VKRXOG�EH� UHTXLUHG� WR� UHIUDLQ� IURP� WUDGLQJ� IRU� LWV�RZQ�DFFRXQW�XQWLO� WKH\�KDYH�
EHHQ�H[HFXWHG�� � 7KHVH�FLUFXPVWDQFHV�DUH�PRVW� OLNHO\� WR�DULVH� LQ�SHULRGV�RI�PDUNHW�VWUHVV��ZKHQ�
FXVWRPHUV�UHTXLUH�HYHQ�PRUH�SURWHFWLRQ�WKDQ�XVXDO�
S������4�
,I�WKLV�LV�SRVVLEOH��WKHQ�DJJUHJDWLRQ�VKRXOG�QRW�EH�SHUPLWWHG�
S������4�
,I�FXVWRPHUV�UXQ�D�ULVN�RI�EHLQJ�GLVDGYDQ WDJHG��WKH\�RXJKW�WR�EH�LQIRUPHG�RI�WKH�FLUFXPVWDQFHV�
XQGHU�ZKLFK�WKLV�PLJKW�RFFXU�DQG�JLYHQ�WKH�RSSRUWXQLW\�WR�LQVLVW�WKDW�WKHLU�RUGHUV�QRW�EH�WUHDWHG�
LQ�WKLV�ZD\���7KH�UHJXODWRU�VKRXOG�VSHFLI\�DOORFDWLRQ�SURFHGXUHV�
S������4�
3URSULHWDU\� WUDGLQJ� VKRXOG� EH� VHJUHJDWHG� IURP� QRQ�SURIHVVLRQDO�FOLHQWV�EXVLQHVV LQ� VXFK� D�ZD\�
WKDW�WKHVH�LVVXHV�GR�QRW�DULVH��7KLV�QHHG�QRW�PHDQ�WKDW�LW�LV�FDUULHG�RXW�E\�D�VHSDUDWH�WUDGLQJ�JURXS�
FORLVWHUHG�EHKLQG�³&KLQHVH�:DOOV�´�EXW� WKHUH� VKRXOG�QHYHU�EH�DQ\�SRWHQWLDO� IRU�FRQIXVLR Q�DV� WR�
WKH�SULRULW\�RI�FXVWRPHU�WUDGLQJ�LQWHUHVW�RYHU�WKH�LQYHVWPHQW�ILUP¶V�
S������4�
1R��ZH�EHOLHYH�WKDW�LQVWLWXWLRQDO�FXVWRPHUV�EH�GHVHUYH�VXFK�SURWHFWLRQV��WRR�
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����
:H�EHOLHYH�WKDW�WKH�GDQJHUV�IURP�XQZLVH�UHJXODWLRQ�LQ�WKLV�DUHD�DUH�JUHDWHU�WKDQ�WKH�S UREOHP�WKH\�
ZRXOG�SXUSRUW�WR�VROYH�
����
,I� WKHUH� DUH� WR� EH� VXFK� H[HPSWLRQV�� WKH� WKUHVKROG� IRU� WKHP� VKRXOG� EH� VHW� KLJK�� DQG� VKRXOG� EH�
EDVHG� RQ� DYHUDJH� VL]H� RI� RUGHUV� LQ� WKH� UHOHYDQW� LQVWUXPHQW�� �:H� VXVSHFW� WKDW� VXFK� WKUHVKROGV�
VKRXOG�EH�DURXQG�WHQ�WLPHV�DYHUD JH�RUGHU�VL]H��DQG�WKH\�VKRXOG�EH�XSGDWHG�UHJXODUO\�
����
7KH�UHTXLUHPHQWV�VHHP�DSSURSULDWH�
����
:H�GLVOLNH�WKH�WKRXJKW�RI�DQ\�H[HPSWLRQV�DQG�FHUWDLQO\�GR�QRW�ZDQW�WKHP�WR�SUROLIHUDWH�
����
:H�EHOLHYH�FURVVLQJ�V\VWHPV�VKRXOG�EH�H[HPSW�DQG�ZH�GR�QRW�UHJDUG�WKHP�HLW KHU�DV�GDPDJLQJ�WR�
PDUNHW�OLTXLGLW\�RU�LPSRUWDQW�SRWHQWLDO�VRXUFHV�RI�PDUNHW�DEXVH�
����
,I�ZH�PXVW�DFFHSW�H[HPSWLRQV��WKHQ�\HV���7KHUH�LV�HYHQ�OHVV�MXVWLILFDWLRQ�IRU�DQ�H[HPSWLRQ�IURP�
SRVW�WUDGH�WUDQVSDUHQF\�RI�ODUJH�WUDGHV�WKDQ�IRU�D�SUH �WUDGH�H[HPSWLRQ�
����
:H�GR�QRW�WKLQN�WKHUH�DUH�DQ\�RWKHU�DSSURSULDWH�PHWKRGV��VHH�RXU�UHVSRQVH�WR������DERYH�
����
1R�V\VWHP�RWKHU�WKDQ�WUDGH�E\�WUDGH�FRXOG�EH�VDLG�WR�IRVWHU�WUDQVSDUHQF\�
����
3DUDJUDSK����GRHV�QRW�PHQWLRQ�V\VWHPDWLF�LQWHUQDOL]HUV��LI�WKH\�DUH�LQFOXGHG�ZLWKLQ�LWV�V FRSH�WKHQ�
WKH�PDUNHW�IRUFHV�DOWHUQDWLYH�PHQWLRQHG�LQ�WKLV�TXHVWLRQ�LV�VXIILFLHQW�
����
7KLV�LV�DQ�DFFHSWDEOH�PLQLPXP�
����
,Q�WKH�LQWHUHVW�RI�WUDQVSDUHQF\��QR�WUDGHV�VKRXOG�HYHU�EH�H[FOXGHG�
����
7KH�PHWKRG�LV�DSSURSULDWH�DQG�VL[W\�VHFRQGV�LV��LI�DQ\WKLQJ��JHQHURXV �
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����
:H�GLVOLNH�VXFK�H[HPSWLRQV�LQ�SULQFLSOH�DQG�ZRXOG�SUHIHU�WKDW�WKHUH�EH�QRQH��ZH�FHUWDLQO\�ZRXOG�
QRW�VXSSRUW�H[WHQGLQJ�WKHP�PRUH�ZLGHO\�
����
7KH�FRVW�RI�KDUPRQL]DWLRQ�LV�OLNHO\�WR�RXWZHLJK�DQ\�EHQHILWV��ZKLFK�ZRXOG�EH�YHU\�PLQRU�DW�EHVW�
����
,PSURYLQJ� WKH LQIRUPDWLRQ� RQ� VWRFN� OHQGLQJ�ZRXOG� EH� D� VHUYLFH� WR� WKH� LQGXVWU\�� EXW� SURYLGLQJ�
TXDOLW\�GDWD�LV�OLNHO\�WR�EH�GLIILFXOW�LQ�WKH�FXUUHQW�FOHDULQJ�HQYLURQPHQW���,I�WKH�GDWD�DUH�QRW�RI�WKH�
KLJKHVW�TXDOLW\�WKHQ�WKHLU�YDOXH�LV�TXHVWLRQDEOH�
����
7KLV�VKRXOG�EH�OHIW�WR�FRPPHUFLDO�SURYLGHUV�
����
7KH�UHTXLUHPHQWV�DUH�SURSRUWLRQDWH�DQG�FRPSOHWH�DV�ZULWWHQ�
����
7KH�UHTXLUHPHQWV�XQGHU�SDUDJUDSK���VHHP�LV�WRR�VHYHUH��WKH�50�VKRXOG�KDYH�QR�OLDELOLW\�IRU�WKH�
DFFXUDF\�RI�LQIRUPDWLRQ�LW�GLVVHPLQDWHV�DV�D�VHUYLFH�WR�RWKHUV�DQG�RYHU� ZKLFK�LW�KDV�OLWWOH�FRQWURO�
����
5HJXODWRUV�VKRXOG�PDNH�XVH�VXFK�DQ�H[HPSWLRQ�RQO\�LQ�YHU\�XQXVXDO�FDVHV��EXW�WKH\�VKRXOG�KDYH�
WKH�SRZHU�WR�JUDQW�RQH�
����
:H�GR�QRW�EHOLHYH� WKDW� WUDQVLWLRQDO�DUUDQJHPHQWV�DUH�QHFHVVDU\�DQG�VXVSHFW� WKDW� WKH� VXJJHVWLRQ�
WKDW�WKH\�PLJKW�EH�LV�HYLGHQFH�RI�UHVLVWDQFH�WR�LPSOHPHQWDWLRQ�
����
:H�WKLQN�WKLV�LV�D�ORZ�SULRULW\��DQG�EHOLHYH�WKDW�FRVW�EHQHILW�DQDO\VLV�ZRXOG�DUJXH�DJDLQVW�LW�
����
7KH� PLQLPXP� FRQGLWLRQV� DUH� DFFHSWDEOH�� � :H� EHOLHYH� WKDW� LI� D� UHSRUWLQJ� FKDQQHO� LV� GHHPHG�
DFFHSWDEOH� E\ WKH� UHJXODWRU�� DQG� LI� DQ� LQYHVWPHQW� ILUP� VXEPLWV� LWV� UHSRUWV� SURSHUO\� WR� WKDW�
FKDQQHO�� WKHQ� LWV� UHJXODWRU\� REOLJDWLRQV� VKRXOG� EH� UHJDUGHG� DV� IXOILOOHG�� � 2Q� WKH� RWKHU�PDWWHUV�
GLVFXVVHG��ZH�DUH�LQFOLQHG�WR�WKLQN�WKDW�WKH\�VKRXOG�EH�SRVWSRQHG�XQWLO�/HYHO�,,, �
����
:H�DUH�FRQFHUQHG�WKDW�FRVW�EHQHILW�DQDO\VLV�KDV�QRW�IHDWXUHG�PRUH�FHQWUDOO\�LQ�WKLV�GLVFXVVLRQ�
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�����DQG�����
:H�ZRXOG�SUHIHU� WKDW�DFWXDO�PDUNHW�EHKDYLRXU�EH� WKH� WRXFKVWRQH�IRU� WKHVH� LVVXHV�� �7KH�SUR[LHV�
VXJJHVWHG�LQ�SDUDJUDSK���DUH�XQDFFHSWDEOH�� QHLWKHU�WKH�GRPLFLOH�RI�DQ�LVVXHU�QRU�WKH�MXULVGLFWLRQ�
RI�WKH�LQLWLDO�RIIHULQJ��RWKHU�WKDQ�DW�WKH�WLPH�RI�WKH�RIIHULQJ��LV�UHOHYDQW�
�����DQG�����
:H�EHOLHYH� WKDW� WKLV� LVVXH� YDULHV�ZLGHO\� DFURVV� MXULVGLFWLRQV� DQG� WKDW� LW� VKRXOG�EH�D�PDWWHU� IRU�
QDWLRQDO� UDWKHU� WKDQ� (XURSHDQ� OHYHO� UHJXODWLRQ�� �:KHUH� WKH� LVVXH� WUDQVFHQGV� ERUGHUV�� WKHQ� WKH�
FRPSHWHQW�DXWKRULWLHV�VKRXOG�EH�DEOH�WR�UHDFK�DJUHHPHQW�DPRQJ�WKHPVHOYHV�ZLWKRXW�UHIHUHQFH�WR�
GHWDLOHG��(XURSHDQ�OHYHO�UXOHV�
����
:H�EHOLHYH�WKDW�WKH�0DQGDWH�ULVNV�D�PRQROLWK LF��LQIOH[LEOH�VROXWLRQ��DQG�DUH�LQFOLQHG�WR�WKLQN�WKDW�
PRVW�RI�WKHVH�LVVXHV�VKRXOG�EH�SRVWSRQHG�WR�/HYHO�,,,�
����
:H� EHOLHYH� WKH� FRVWV� RI� KDUPRQL]DWLRQ� LQ� WKLV� DUHD� DUH� GLVSURSRUWLRQDWH� WR� WKH�PLQRU� EHQHILWV�
OLNHO\�WR�EH�DFKLHYHG���7KH�OLVW�LQ�$QQH[�$�LV�FR PSOHWH�
����
:H�EHOLHYH�WKDW�WKH�FRVWV�RI�KDUPRQL]DWLRQ�DUH�OLNHO\�WR�RXWZHLJK�WKH�SRWHQWLDO�EHQHILWV�
����
7KH\�DUH�DFFHSWDEOH�
����
3ULQFLSDO� WUDQVDFWLRQV�VKRXOG�EH�UHJDUGHG�DV� WKRVH� WKDW�FUHDWH�RU�HOLPLQDWH�DQ�HFRQRPLF�ULVN�RQ�
WKH�SDUW� RI� WKH� IDFLOLWDWRU�� DJHQF\ WUDQVDFWLRQV� DUH� WKRVH� WKDW� GR�QRW�� �)RU� WKH�SXUSRVHV�RI� VXFK�
UHSRUWLQJ� ³PDWFKHG� SULQFLSDO´� WUDQVDFWLRQV� VKRXOG� EH� WUHDWHG� DV� SULQFLSDO� WUDGHV�� RWKHUZLVH�
FRXQWHUSDUW\�GLVFORVXUH�ZRXOG�EH�UHTXLUHG�
����
:H�EHOLHYH� WKDW� VXFK� D� V\VWHP�ZRXOG�EH�KXJHO\� H[SHQVLYH� QRW�RQO\� WR�FUHDWH�EXW� WR�PDLQWDLQ��
DQG�WKDW�WKH�EHQHILWV�RI�VXFK�D�V\VWHP�DUH�XQOLNHO\�WR�EH�VLJQLILFDQW�
����
*UHDWHU�DWWHQWLRQ�WR�WKH�FRVW�WR�WKH�LQGXVWU\�RI�SURYLGLQJ�VXFK�LQIRUPDWLRQ�ZRXOG�EH�ZHOFRPH�
����
7KH�OLVW�LV�DFFHSWDEOH�
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����
7KH�FULWHULD� LQ����G�� DQG�XQGHU�SDUDJUDSK����DUH�XQDFFHSWDEOH�� �:H�DUH�JHQHUDOO\�KRVWLOH�WR�WKH�
FRQFHSW� RI� ³VXEVWDQWLDO� LPSRUWDQFH´� DQG� KRSH� WKDW� &(65¶V� PHPEHUVKLS� ZLOO� DJUHH� DPRQJ�
WKHPVHOYHV�WR�DSSHDO�WR�LW�YHU\�VSDULQJO\�LI�HYHU�
����
&RQVLGHUDWLRQV� LQWHUQDO� WR� VHFXULWLHV�PD UNHWV� WKHPVHOYHV� DUH� WKH� RQO\� OHJLWLPDWH� JURXQGV� IRU� D�
FODLP� RI� ³VXEVWDQWLDO� LPSRUWDQFH�´� � 6KDUHKROGHUVKLS�� OHYHO� RI� HPSOR\PHQW�� HWF�� VKRXOG� EH�
ULJRURXVO\�H[FOXGHG�IURP�VXFK�GLVFXVVLRQV�
����
7KH\�DUH�DFFHSWDEOH�DV�ZULWWHQ�
����
:H�DJUHH��SURYLGHG�WKDW�FRVW�EHQH ILW�FRQVLGHUDWLRQV�SOD\�D�PDMRU�UROH�LQ�DQ\�UHVSRQVH�
����
$JDLQ��FRVW�EHQHILW�FRQVLGHUDWLRQV�
����
:H�VXVSHFW�WKDW�WKHVH�PDWWHUV�DUH�RYHU �VSHFLILHG�DW�/HYHO�,,��DQG�ZRXOG�SUHIHU�WR�VHH�PRUH�RI�WKH�
SRVWSRQHG� WR� /HYHO� ,,,�� � :H� VXJJHVW� WKDW� WKRXJKW� EH� JLYHQ� WR� SHU PLWWLQJ� WKHVH� PDWWHUV� WR� EH�
KDQGOHG�E\�ELODWHUDO�DUUDQJHPHQWV�EHWZHHQ�&(65�PHPEHUV��PDQ\�&(65�PHPEHUV�DUH�XQOLNHO\�
WR�FRQIURQW�WKHVH�LVVXHV�
S�������4�
%HIRUH� LQLWLDWLQJ� D� SURJUDP� RI� ,7� LQYHVWPHQW� ZH�ZRXOG� XUJH� &(65� WR�ZHLJK� WKH� UHDOLVWLFDOO\�
DFKLHYDEOH� EHQHILWV� WR� EH� GHULYHG� IURP� LW� DQG� EXGJHW� DFFRUGLQJO\�� � ,I� WKLV� UHVXOWV� LQ� GHOD\HG�
LPSOHPHQWDWLRQ�LW�LV�XQOLNHO\�WKDW�WKH�LQGXVWU\�ZLOO�REMHFW���'HOD\V�DUH�FRPPRQ�WR�DOO�,7�SURMHFWV�
DQG�WKH�LPSOHPHQWDWLRQ�SHULRG�PXVW�EH�VXIILFLHQW�WR�DOORZ�IRU�WKHP�
S�������4�
2XU� VXVSLFLRQ� LV� WKDW� UHDOLVWLF� DVVHVVPHQW� RI� DFWXDO� QHHGV� ZRXOG� DUJXH� DJDLQVW� PDMRU�
LQIUDVWUXFWXUH�LQYHVWPHQW�
S�������4�
:KHUH� LQWUDFWDEOH�GLVDJUHHPHQWV� DPRQJ�&(65�PHPEHUV� DULVH�� LQ�PRVW� FDVHV� WKDW�ZLOO� LQGLFDWH�
WKDW�WKH�LVVXH�LQ�KDQG�UHODWHV�WR�VXEVWDQWLYH�GLIIHUHQFHV�LQ�QDWLRQDO�PDUNHW�SUDFWLFHV��DQG�VKRXOG�
VXJJHVW� WKDW� LW� LV� QRW� DQ� DUHD� VXLWDEOH� IRU� FHQWUDOL]HG� VROXWLRQV� DW� D� (XURSHDQ� OHYHO�� � :KHUH�
GLVDJUHHPHQWV� DULVH� IRU� RWKHU� UHDVRQV�� DWWHQWLRQ� VKRXOG� ILUVW� DQG� IRUHPRVW� EH� SDLG� WR� WKH�
OHJLWLPDF\�RI�WKRVH�UHDVRQV�EHIRUH�DQ\�DWWHPSW�WR�UHVROYH�WKH�GLVSXWH�


