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.DUHQ�:LOVRQ�EURXJKW�WKLV�DFWLRQ�DJDLQVW�WKH�ODZ�ILUP�RI�'UDSHU�	�*ROGEHUJ��3�/�/�&���DQG�RQH�RI�LWV�ODZ\HUV��/��
'DUUHQ�*ROGEHUJ��FROOHFWLYHO\���'HIHQGDQWV����IRU�YLRODWLRQ�RI�WKH�)DLU�'HEW�&ROOHFWLRQ�3UDFWLFHV�$FW��WKH��$FW���LQ�
FRQQHFWLRQ�ZLWK�'HIHQGDQWV
�LQLWLDWLRQ�RI�IRUHFORVXUH�SURFHHGLQJV�DJDLQVW�KHU��'HIHQGDQWV�ILOHG�D�PRWLRQ�WR�
GLVPLVV�IRU�IDLOXUH�WR�VWDWH�D�FODLP��DUJXLQJ�WKDW�WKH\�ZHUH�QRW�FRYHUHG�E\�WKH�$FW��7KH�GLVWULFW�FRXUW�WUHDWHG�WKH�
PRWLRQ�DV�RQH�IRU�VXPPDU\�MXGJPHQW��DQG�JUDQWHG�LW�LQ�IDYRU�RI�'HIHQGDQWV��7KH�GLVWULFW�FRXUW�FRQFOXGHG�WKDW��
EHFDXVH�'HIHQGDQWV�ZHUH�DFWLQJ�DV�VXEVWLWXWH�WUXVWHHV�IRUHFORVLQJ�RQ�D�GHHG�RI�WUXVW��WKH\�FRXOG�QRW�EH��GHEW�
FROOHFWRUV��XQGHU�WKH�$FW�DQG�WKDW�DQ\�DFWLRQV�WKH\�WRRN�LQ�FRQQHFWLRQ�ZLWK�WKH�IRUHFORVXUH�FRXOG�QRW�EH�
FKDOOHQJHG�DV�YLRODWLRQV�RI�WKH�$FW��:LOVRQ�DSSHDOV��DQG�ZH�UHYHUVH�DQG�UHPDQG��

:H�UHYLHZ�D�GLVWULFW�FRXUW
V�JUDQW�RI�VXPPDU\�MXGJPHQW�GH�QRYR��YLHZLQJ�DQ\�IDFWV�DQG�LQIHUHQFHV�GUDZQ�IURP�
WKHP�LQ�WKH�OLJKW�PRVW�IDYRUDEOH�WR�:LOVRQ��WKH�QRQPRYLQJ�SDUW\��6HH�(YDQV�Y��7HFKQRORJLHV�$SSOLFDWLRQV�	�
6HUY��&R������)��G������������WK�&LU��������7KH�TXHVWLRQV�ZH�DGGUHVV�LQ�WKLV�FDVH�DUH�PDWWHUV�RI�VWDWXWRU\�
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LQWHUSUHWDWLRQ�EDVHG�RQ�HVVHQWLDOO\�XQGLVSXWHG�IDFWV��$V�D�UHVXOW��RXU�UHYLHZ�LV�SOHQDU\��6HH�8QLWHG�(QHUJ\�
6HUYV��Y��)HGHUDO�0LQH�6DIHW\�	�+HDOWK�$GPLQ������)��G������������WK�&LU��������

&KDVH�0DQKDWWDQ�0RUWJDJH�&RUSRUDWLRQ���&KDVH���UHWDLQHG�'HIHQGDQWV�WR�IRUHFORVH�RQ�:LOVRQ
V�SURSHUW\�GXH�
WR�KHU�DOOHJHG�IDLOXUH�WR�PDNH�PRUWJDJH�SD\PHQWV��'HIHQGDQWV�ZURWH�:LOVRQ�RQ�6HSWHPEHU����������WR�
DQQRXQFH�WKDW�VKH�ZDV�LQ�GHIDXOW�RQ�KHU�ORDQ�DQG�WKDW�WKH\�ZHUH�SUHSDULQJ�IRUHFORVXUH�SDSHUV��'HIHQGDQWV
�
OHWWHU�VWDWHG�WKDW��>I@HGHUDO�ODZ�UHTXLUHV�XV�WR�DGYLVH�\RX�WKDW�WKLV�OHWWHU�LV�ZULWWHQ�SXUVXDQW�WR�WKH�SURYLVLRQV�RI�
WKH�)DLU�'HEW�&ROOHFWLRQ�3UDFWLFHV�$FW�����>7@KLV�OHWWHU�LV�DQ�DWWHPSW�WR�FROOHFW�D�GHEW���-�$������'HIHQGDQWV�DOVR�
VHQW�:LOVRQ�D��9$/,'$7,21�2)�'(%7�127,&(��SXUVXDQW�WR�WKH�$FW��ZKLFK�JDYH�VSHFLILF�LQIRUPDWLRQ�FRQFHUQLQJ�
�WKH�DPRXQW�RI�WKH�GHEW���WKH��FUHGLWRU�WR�ZKRP�WKH�GHEW�LV�RZHG���DQG�WKH�SURFHGXUH�IRU�YDOLGDWLQJ�WKH�GHEW��
-�$������7KH�QRWLFH��KRZHYHU��H[SUHVVO\�VWDWHG�WKDW�'HIHQGDQWV�ZHUH�QRW��GHEW�FROOHFWRUV��RU�DFWLQJ�LQ�
FRQQHFWLRQ�ZLWK�WKH�FROOHFWLRQ�RI�D��GHEW���-�$������6KRUWO\�DIWHU�UHFHLYLQJ�WKH�OHWWHU��:LOVRQ�ZURWH�'HIHQGDQWV�WR�
GLVSXWH�WKH�GHEW�DQG�WR�UHTXHVW�WKDW�WKH\�YHULI\�LW�ZLWK�&KDVH��

2Q�6HSWHPEHU�����������'HIHQGDQWV�FRPPHQFHG�IRUHFORVXUH�SURFHHGLQJV��2QH�ZHHN�ODWHU��:LOVRQ
V�DWWRUQH\�
DGYLVHG�'HIHQGDQWV�WKDW�KH�UHSUHVHQWHG�:LOVRQ�DQG�WKDW�'HIHQGDQWV�VKRXOG�RQO\�FRPPXQLFDWH�ZLWK�KLP�
UHJDUGLQJ�WKH�GLVSXWH��1HYHUWKHOHVV��RQ�2FWREHU����������'HIHQGDQWV
��6DOHV�'HSDUWPHQW��ZURWH�GLUHFWO\�WR�
:LOVRQ��QRW�KHU�DWWRUQH\��WR�LQIRUP�KHU�WKDW�WKH�IRUHFORVXUH�VDOH�RI�KHU�KRPH�ZRXOG�JR�IRUZDUG�RQ�2FWREHU�����
������7KH�OHWWHU�DJDLQ�VWDWHG�WKDW�LW�ZDV�DQ�DWWHPSW�WR�FROOHFW�D�GHEW��-�$������

2Q�2FWREHU����������:LOVRQ
V�DWWRUQH\�UHTXHVWHG�D�FRPSOHWH�VWDWHPHQW�RI�:LOVRQ
V�DFFRXQW�LQGLFDWLQJ�DOO�
LQWHUHVW��ODWH�FKDUJHV�DQG�RWKHU�FKDUJHV��WKH�LQWHUHVW�UDWH��DQG�DOO�SD\PHQWV�VLQFH�WKH�LQFHSWLRQ�RI�WKH�
PRUWJDJH��,Q�ZKDW�'HIHQGDQWV�FODLP�ZDV�D�UHVSRQVH�WR�:LOVRQ
V�DWWRUQH\��'HIHQGDQWV�ZURWH�GLUHFWO\�WR�:LOVRQ�
RQ�2FWREHU�����������SURYLGLQJ�WKH��DPRXQW�WR�UHLQVWDWH�WKH�DERYH�DFFRXQW���D�EDODQFH�RI�SD\PHQWV�GXH��DQG�
LQVWUXFWLRQV�WKDW�DQ\�IXQGV�SDLG�VKRXOG�EH�E\�FDVKLHUV�FKHFN�PDGH�SD\DEOH�WR�&KDVH�DQG�VHQW�WR�'HIHQGDQWV��
-�$������$V�ZLWK�SUHYLRXV�OHWWHUV��WKH�OHWWHU�VWDWHG��7KLV�QRWLFH�LV�DQ�DWWHPSW�WR�FROOHFW�D�GHEW���-�$������3ULRU�WR�
FRPSOHWLQJ�WKH�IRUHFORVXUH��&KDVH�DQG�:LOVRQ�UHVROYHG�WKHLU�GLVSXWH��

,Q�������:LOVRQ�FRPPHQFHG�WKLV�DFWLRQ��DOOHJLQJ�WKDW�'HIHQGDQWV�YLRODWHG�WKH�$FW�E\�IDLOLQJ�WR�YHULI\�WKH�GHEW��
E\�FRQWLQXLQJ�FROOHFWLRQ�HIIRUWV�DIWHU�VKH�KDG�FRQWHVWHG�WKH�GHEW��DQG�E\�FRPPXQLFDWLQJ�GLUHFWO\�ZLWK�KHU�ZKHQ�
WKH\�NQHZ�VKH�ZDV�UHSUHVHQWHG�E\�FRXQVHO��'HIHQGDQWV�PRYHG�WR�GLVPLVV�WKH�FRPSODLQW�XQGHU�5XOH����E�����RI�
WKH�)HGHUDO�5XOHV�RI�&LYLO�3URFHGXUH�IRU�IDLOXUH�WR�VWDWH�D�FODLP�XSRQ�ZKLFK�UHOLHI�FRXOG�EH�JUDQWHG��DUJXLQJ�WKDW�
WKH\�ZHUH�QRW�DFWLQJ�LQ�FRQQHFWLRQ�ZLWK�D��GHEW��DQG�WKDW�WKH\�ZHUH�QRW��GHEW�FROOHFWRUV��DV�WKRVH�WHUPV�DUH�
GHILQHG�E\�WKH�$FW��

7KH�GLVWULFW�FRXUW�WUHDWHG�WKH�PRWLRQ�DV�RQH�IRU�VXPPDU\�MXGJPHQW�EHFDXVH��LQ�DGGLWLRQ�WR�WKH�SOHDGLQJV��LW�
FRQVLGHUHG�DQ�DIILGDYLW�DQG�H[KLELW�VXEPLWWHG�E\�'HIHQGDQWV�VKRZLQJ�WKDW�WKH�ODZ�ILUP�ZDV�DFWLQJ�DV�D�
VXEVWLWXWH�WUXVWHH�RQ�D�GHHG�RI�WUXVW�ZKHQ�LW�FRPPXQLFDWHG�ZLWK�:LOVRQ��7KH�GLVWULFW�FRXUW�JUDQWHG�VXPPDU\�
MXGJPHQW�LQ�IDYRU�RI�'HIHQGDQWV��UXOLQJ�WKDW��>W@UXVWHHV�IRUHFORVLQJ�RQ�D�SURSHUW\�SXUVXDQW�WR�D�GHHG�RI�WUXVW�
DUH�QRW�CGHEW�FROOHFWRUV
�XQGHU�WKH�>$FW@���-�$�������DQG�WKDW��DFWLRQV�WDNHQ�E\�D�WUXVWHH�LQ�IRUHFORVLQJ�RQ�D�
SURSHUW\�SXUVXDQW�WR�D�GHHG�RI�WUXVW�PD\�QRW�EH�FKDOOHQJHG�DV�>$FW@�YLRODWLRQV���-�$�������

%HFDXVH�ZH�EHOLHYH�WKH�GLVWULFW�FRXUW�PLVLQWHUSUHWHG�WKH�VFRSH�RI�WKH�$FW��DQG�FRQFOXGH�WKDW�WUXVWHHV��
LQFOXGLQJ�DWWRUQH\V��DFWLQJ�LQ�FRQQHFWLRQ�ZLWK�D�IRUHFORVXUH�FDQ�EH��GHEW�FROOHFWRUV��XQGHU�WKH�$FW��ZH�UHYHUVH�
DQG�UHPDQG��
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7R�EH�D��GHEW�FROOHFWRU���WKHUH�PXVW�ILUVW�EH�D��GHEW���7KH�$FW�GHILQHV�D��GHEW��DV��

DQ\�REOLJDWLRQ�RU�DOOHJHG�REOLJDWLRQ�RI�D�FRQVXPHU�WR�SD\�PRQH\�DULVLQJ�RXW�RI�D�WUDQVDFWLRQ�LQ�ZKLFK�WKH�
PRQH\��SURSHUW\��LQVXUDQFH��RU�VHUYLFHV�ZKLFK�DUH�WKH�VXEMHFW�RI�WKH�WUDQVDFWLRQ�DUH�SULPDULO\�IRU�SHUVRQDO��
IDPLO\��RU�KRXVHKROG�SXUSRVHV��ZKHWKHU�RU�QRW�VXFK�REOLJDWLRQ�KDV�EHHQ�UHGXFHG�WR�MXGJPHQW��

���8�6�&�$��������D�����:HVW��������

:H�GLVDJUHH�ZLWK�'HIHQGDQWV
�DUJXPHQW�WKDW�WKH\�ZHUH�QRW�DFWLQJ�LQ�FRQQHFWLRQ�ZLWK�D��GHEW���'HIHQGDQWV�
QRWLILHG�:LOVRQ�WKDW�VKH�ZDV�LQ��GHIDXOW�LQ�>KHU@�'HHG�RI�7UXVW�1RWH�SD\DEOH�WR�WKH�/HQGHU����>DQG@�WKDW�WKH�
/HQGHU�>KDG@�DFFHOHUDWHG�WKH�GHEW���-�$������HPSKDVLV�DGGHG���'HIHQGDQWV�LQIRUPHG�:LOVRQ�WKDW�KHU�IDLOXUH�WR�
PDNH�PRUWJDJH�SD\PHQWV�HQWLWOHG�&KDVH�WR�LPPHGLDWH�SD\PHQW�RI�WKH�EDODQFH�RI�KHU�ORDQ��DV�ZHOO�DV�IHHV��
SHQDOWLHV��DQG�LQWHUHVW�GXH��7KHVH�DPRXQWV�DUH�DOO��GHEWV��XQGHU�WKH�$FW��EHFDXVH�WKH\�ZHUH��REOLJDWLRQ>V@�����WR�
SD\�PRQH\�DULVLQJ�RXW�RI�D�WUDQVDFWLRQ�LQ�ZKLFK�WKH�����SURSHUW\����ZKLFK�>LV@�WKH�VXEMHFW�RI�WKH�WUDQVDFWLRQ�>LV@�
SULPDULO\�IRU�SHUVRQDO��IDPLO\��RU�KRXVHKROG�SXUSRVHV������8�6�&�$��������D�����

'HIHQGDQWV�FRQWHQG�WKDW�IRUHFORVXUH�E\�D�WUXVWHH�XQGHU�D�GHHG�RI�WUXVW�LV�QRW�WKH�HQIRUFHPHQW�RI�DQ�REOLJDWLRQ�
WR�SD\�PRQH\�RU�D��GHEW���EXW�LV�D�WHUPLQDWLRQ�RI�WKH�GHEWRU
V�HTXLW\�RI�UHGHPSWLRQ�UHODWLQJ�WR�WKH�GHEWRU
V�
SURSHUW\��,Q�HVVHQFH��'HIHQGDQWV�DUJXH�WKDW�:LOVRQ
V��GHEW��FHDVHG�WR�EH�D��GHEW��RQFH�IRUHFORVXUH�SURFHHGLQJV�
EHJDQ��'HIHQGDQWV�UHO\�RQ�UHSRUWHG�DQG�XQUHSRUWHG�GLVWULFW�FRXUW�GHFLVLRQV��LQFOXGLQJ�+XOVH�Y��2FZHQ�)HGHUDO�
%DQN��)6%������)�6XSS��G��������������ZKLFK�UHDVRQHG�WKDW��IRUHFORVLQJ�RQ�D�GHHG�RI�WUXVW�LV�DQ�HQWLUHO\�
GLIIHUHQW�SDWK�>WKDQ�FROOHFWLQJ�IXQGV�IURP�D�GHEWRU@��3D\PHQW�RI�IXQGV�LV�QRW�WKH�REMHFW�RI�WKH�IRUHFORVXUH�DFWLRQ��
5DWKHU��WKH�OHQGHU�LV�IRUHFORVLQJ�LWV�LQWHUHVW�LQ�WKH�SURSHUW\���,G��DW�������VHH�DOVR�+HLQHPDQQ�Y��-LP�:DOWHU�
+RPHV��,QF������)�6XSS��G�����������1�'�:�9D��������VWDWLQJ�WKDW��WR�WKH�H[WHQW�WKH�SUR�VH�FRPSODLQW�FRXOG�EH�
UHDG�WR�DOOHJH�YLRODWLRQ�RI�WKH�$FW�ZLWKLQ�WKH�VWDWXWH�RI�OLPLWDWLRQV��WKH�$FW�ZRXOG�QRW�DSSO\��>V@LQFH�WKH�WUXVWHHV�
ZHUH�QRW�FROOHFWLQJ�RQ�WKH�GHEW�DW�WKDW�WLPH�EXW�PHUHO\�IRUHFORVLQJ�RQ�WKH�SURSHUW\�SXUVXDQW�WR�WKH�GHHG�RI�
WUXVW����DII
G������)��G�������WK�&LU��������XQSXEOLVKHG�WDEOH�GHFLVLRQ���

:H�GLVDJUHH��:LOVRQ
V��GHEW��UHPDLQHG�D��GHEW��HYHQ�DIWHU�IRUHFORVXUH�SURFHHGLQJV�FRPPHQFHG��6HH�3LSHU�Y��
3RUWQRII�/DZ�$VVRFV�������)��G������������G�&LU����������7KH�IDFW�WKDW�WKH�>3HQQV\OYDQLD�0XQLFLSDO�&ODLPV�DQG�
7D[�/LHQV�$FW@�SURYLGHG�D�OLHQ�WR�VHFXUH�WKH�3LSHUV
�GHEW�GRHV�QRW�FKDQJH�LWV�FKDUDFWHU�DV�D�GHEW�RU�WXUQ�3/$
V�
FRPPXQLFDWLRQV�WR�WKH�3LSHUV�LQWR�VRPHWKLQJ�RWKHU�WKDQ�DQ�HIIRUW�WR�FROOHFW�WKDW�GHEW�����)XUWKHUPRUH��
'HIHQGDQWV
�DFWLRQV�VXUURXQGLQJ�WKH�IRUHFORVXUH�SURFHHGLQJ�ZHUH�DWWHPSWV�WR�FROOHFW�WKDW�GHEW��6HH�5RPHD�Y��
+HLEHUJHU�	�$VVRFV�������)��G������������G�&LU��������FRQFOXGLQJ�WKDW�DQ�HYLFWLRQ�QRWLFH�UHTXLUHG�E\�VWDWXWH�
FRXOG�DOVR�EH�DQ�DWWHPSW�WR�FROOHFW�D�GHEW���6KDSLUR�	�0HLQKROG�Y��=DUWPDQ������3��G�����������&ROR�������
��>$@�IRUHFORVXUH�LV�D�PHWKRG�RI�FROOHFWLQJ�D�GHEW�E\�DFTXLULQJ�DQG�VHOOLQJ�VHFXUHG�SURSHUW\�WR�VDWLVI\�D�GHEW�����

'HIHQGDQWV
�DUJXPHQW��LI�DFFHSWHG��ZRXOG�FUHDWH�DQ�HQRUPRXV�ORRSKROH�LQ�WKH�$FW�LPPXQL]LQJ�DQ\�GHEW�IURP�
FRYHUDJH�LI�WKDW�GHEW�KDSSHQHG�WR�EH�VHFXUHG�E\�D�UHDO�SURSHUW\�LQWHUHVW�DQG�IRUHFORVXUH�SURFHHGLQJV�ZHUH�XVHG�
WR�FROOHFW�WKH�GHEW��:H�VHH�QR�UHDVRQ�WR�PDNH�DQ�H[FHSWLRQ�WR�WKH�$FW�ZKHQ�WKH�GHEW�FROOHFWRU�XVHV�IRUHFORVXUH�
LQVWHDG�RI�RWKHU�PHWKRGV��6HH�3LSHU������)��G�DW�������:H�DJUHH�ZLWK�WKH�'LVWULFW�&RXUW�WKDW�LI�D�FROOHFWRU�ZHUH�
DEOH�WR�DYRLG�OLDELOLW\�XQGHU�WKH�>$FW@�VLPSO\�E\�FKRRVLQJ�WR�SURFHHG�LQ�UHP�UDWKHU�WKDQ�LQ�SHUVRQDP��LW�ZRXOG�
XQGHUPLQH�WKH�SXUSRVH�RI�WKH�>$FW@����LQWHUQDO�TXRWDWLRQ�PDUNV�RPLWWHG���

)XUWKHUPRUH��LQ�WKLV�FDVH��'HIHQGDQWV
�2FWREHU����OHWWHU�WR�:LOVRQ�FRQWDLQHG�D�VSHFLILF�UHTXHVW�IRU�PRQH\�WR�
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�UHLQVWDWH�WKH�DERYH�DFFRXQW��HYHQ�DIWHU�WKH�IRUHFORVXUH�SURFHHGLQJV�EHJDQ��-�$������7KH�OHWWHU�LQVWUXFWHG�
:LOVRQ�WR�SD\�WKH�DPRXQW��RYHU�KDOI�RI�ZKLFK�ZDV�IRU�IRUHFORVXUH�IHHV��E\�FDVKLHUV�FKHFN�PDGH�SD\DEOH�WR�&KDVH�
DQG�WR�VHQG�LW�WR�'HIHQGDQWV��%\�VHQGLQJ�D�OHWWHU�VHHNLQJ�SD\PHQW�RI�DQ�DPRXQW�WR��UHLQVWDWH�WKH�DERYH�
DFFRXQW��DQG�GLUHFWLQJ�:LOVRQ�WR�SD\�WKDW�DPRXQW�E\�FDVKLHUV�FKHFN��'HIHQGDQWV�VRXJKW�WR�FROOHFW�DQ��REOLJDWLRQ�
RU�DOOHJHG�REOLJDWLRQ�RI�D�FRQVXPHU�WR�SD\�PRQH\�DULVLQJ�RXW�RI�D�WUDQVDFWLRQ�LQ�ZKLFK�WKH�PRQH\��SURSHUW\��
LQVXUDQFH��RU�VHUYLFHV�ZKLFK�DUH�WKH�VXEMHFW�RI�WKH�WUDQVDFWLRQ�DUH�SULPDULO\�IRU�SHUVRQDO��IDPLO\��RU�KRXVHKROG�
SXUSRVHV������8�6�&�$��������D�����FI��&URVVOH\�Y��/LHEHUPDQ������)��G������������G�&LU���������7KH�OHWWHU�
XQHTXLYRFDOO\�VWDWHV�WKDW�>WKH�DWWRUQH\@�KLPVHOI�LV�FROOHFWLQJ�WKH�PRQH\��1RZKHUH�LV�LW�LQWLPDWHG�WKDW�>WKH�
GHEWRU@�ZDV�WR�VHQG�PRQH\�WR�>WKH�OHQGHU@�GLUHFWO\��7KXV�>WKH�DWWRUQH\@�LV�D�GHEW�FROOHFWRU����� �

7KXV��'HIHQGDQWV�DWWHPSWHG�WR�FROOHFW�D��GHEW���

:H�QRZ�WXUQ�WR�'HIHQGDQWV
�DUJXPHQW�WKDW��HYHQ�LI�WKH\�ZHUH�DFWLQJ�LQ�FRQQHFWLRQ�ZLWK�D�GHEW��WKH\�IDOO�XQGHU�
DQ�H[FHSWLRQ�IURP�WKH�JHQHUDO�GHILQLWLRQ�RI��GHEW�FROOHFWRU���7KH�$FW�JHQHUDOO\�GHILQHV�D��GHEW�FROOHFWRU��DV�

DQ\�SHUVRQ�ZKR�XVHV�DQ\�LQVWUXPHQWDOLW\�RI�LQWHUVWDWH�FRPPHUFH�RU�WKH�PDLOV�LQ�DQ\�EXVLQHVV�WKH�SULQFLSDO�
SXUSRVH�RI�ZKLFK�LV�WKH�FROOHFWLRQ�RI�DQ\�GHEWV��RU�ZKR�UHJXODUO\�FROOHFWV�RU�DWWHPSWV�WR�FROOHFW��GLUHFWO\�RU�
LQGLUHFWO\��GHEWV�RZHG�RU�GXH�RU�DVVHUWHG�WR�EH�RZHG�RU�GXH�DQRWKHU��

���8�6�&�$��������D�����:HVW��������

'HIHQGDQWV�DUJXH�WKH\�IDOO�XQGHU�WKH�H[FHSWLRQ�WR��GHEW�FROOHFWRU��WKDW�FRYHUV��DQ\�SHUVRQ�FROOHFWLQJ�RU�
DWWHPSWLQJ�WR�FROOHFW�DQ\�GHEW�����GXH�DQRWKHU�WR�WKH�H[WHQW�VXFK�DFWLYLW\�����LV�LQFLGHQWDO�WR�D�ERQD�ILGH�ILGXFLDU\�
REOLJDWLRQ������8�6�&�$��������D����)��L���:HVW��������'HIHQGDQWV�FODLP�WKDW��EHFDXVH�WKH\�ZHUH�DFWLQJ�DV�
WUXVWHHV�IRUHFORVLQJ�RQ�D�SURSHUW\�SXUVXDQW�WR�D�GHHG�RI�WUXVW��WKH\�ZHUH�ILGXFLDULHV�EHQHILWWLQJ�IURP�WKH�
H[FHSWLRQ�RI�������D����)��L���

:H�GLVDJUHH��7KH�IDFW�WKDW�WUXVWHHV�IRUHFORVLQJ�RQ�D�GHHG�RI�WUXVW�DUH�ILGXFLDULHV�RQO\�SDUWLDOO\�DQVZHUV�WKH�
TXHVWLRQ��5DWKHU��WKH�FULWLFDO�LQTXLU\�LV�ZKHWKHU�D�WUXVWHH
V�DFWLRQV�DUH��LQFLGHQWDO�WR�D�ERQD�ILGH�ILGXFLDU\�
REOLJDWLRQ���,G��:H�FRQFOXGH�WKDW�D�WUXVWHH
V�DFWLRQV�WR�IRUHFORVH�RQ�D�SURSHUW\�SXUVXDQW�WR�D�GHHG�RI�WUXVW�DUH�
QRW��LQFLGHQWDO��WR�LWV�ILGXFLDU\�REOLJDWLRQ��5DWKHU��WKH\�DUH�FHQWUDO�WR�LW��7KXV��WR�WKH�H[WHQW�'HIHQGDQWV�XVHG�WKH�
IRUHFORVXUH�SURFHVV�WR�FROOHFW�:LOVRQ
V�DOOHJHG�GHEW��WKH\�FDQQRW�EHQHILW�IURP�WKH�H[HPSWLRQ�FRQWDLQHG�LQ���
����D����)��L���&I��)7&�2IILFLDO�6WDII�&RPPHQWDU\�2Q�WKH�)DLU�'HEW�&ROOHFWLRQ�3UDFWLFHV�$FW�����)HG�5HJ���������
�������)HG��7UDGH�&RPP
Q�'HF��������������7KH�H[HPSWLRQ��L��IRU�ERQD�ILGH�ILGXFLDU\�REOLJDWLRQV�RU�HVFURZ�
DUUDQJHPHQWV�DSSOLHV�WR�HQWLWLHV�VXFK�DV�WUXVW�GHSDUWPHQWV�RI�EDQNV��DQG�HVFURZ�FRPSDQLHV��,W�GRHV�QRW�LQFOXGH�
D�SDUW\�ZKR�LV�QDPHG�DV�D�GHEWRU
V�WUXVWHH�VROHO\�IRU�WKH�SXUSRVH�RI�FRQGXFWLQJ�D�IRUHFORVXUH�VDOH��L�H���
H[HUFLVLQJ�D�SRZHU�RI�VDOH�LQ�WKH�HYHQW�RI�GHIDXOW�RQ�D�ORDQ������

1RU�LV�LW�UHOHYDQW�WKDW�'HIHQGDQWV�ZHUH�DWWRUQH\V��*HQHUDOO\�VSHDNLQJ��DOO�ODZ\HUV�DUH�ILGXFLDULHV�IRU�WKHLU�
FOLHQWV��$V�GLVFXVVHG�DERYH��KRZHYHU��WKH�PRUH�LPSRUWDQW�TXHVWLRQ�LV�ZKHWKHU�'HIHQGDQWV
�DFWLRQV�ZHUH�
�LQFLGHQWDO��WR�WKHLU�ILGXFLDU\�REOLJDWLRQ��:H�FRQFOXGH�WKDW�WKH\�DUH�QRW��)XUWKHUPRUH��LW�LV�ZHOO�HVWDEOLVKHG�WKDW�
ODZ\HUV�FDQ�EH��GHEW�FROOHFWRUV��HYHQ�LI�FRQGXFWLQJ�OLWLJDWLRQ��6HH�+HLQW]�Y��-HQNLQV������8�6����������������
6�&W������������/�(G��G��������������>7@KH�$FW�DSSOLHV�WR�DWWRUQH\V�ZKR�CUHJXODUO\
�HQJDJH�LQ�FRQVXPHU�GHEW�
FROOHFWLRQ�DFWLYLW\��HYHQ�ZKHQ�WKDW�DFWLYLW\�FRQVLVWV�RI�OLWLJDWLRQ�����,Q�IDFW��WKH�$FW�DV�RULJLQDOO\�HQDFWHG�
H[HPSWHG�DWWRUQH\V�IURP�LWV�FRYHUDJH��EXW�&RQJUHVV�DPHQGHG�WKH�$FW�LQ�������WR�SURYLGH�WKDW�DQ\�DWWRUQH\�
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ZKR�FROOHFWV�GHEWV�RQ�EHKDOI�RI�D�FOLHQW�VKDOO�EH�VXEMHFW�WR�WKH�SURYLVLRQV�RI�>WKH@�$FW���3XE�/��1R��������������
6WDW�������FRGLILHG�DW����8�6�&�$������D���VHH�DOVR�&DUUROO�Y��:ROSRII�	�$EUDPVRQ������)��G������������WK�&LU��
�������GLVFXVVLQJ�UHSHDO�RI�WKH�DWWRUQH\�H[HPSWLRQ���,I�WKH�SULQFLSDO�SXUSRVH�RI�D�ODZ\HU
V�ZRUN�LV�WKH�FROOHFWLRQ�
RI�GHEWV��KH�LV�D��GHEW�FROOHFWRU��XQGHU�WKH�$FW��6HH�6FRWW�Y��-RQHV������)��G���������������WK�&LU��������

7KXV��'HIHQGDQWV�FDQQRW�EHQHILW�IURP�������D����)��L�
V�H[FHSWLRQ�WR�WKH�GHILQLWLRQ�RI��GHEW�FROOHFWRU��PHUHO\�
EHFDXVH�WKH\�ZHUH�WUXVWHHV�IRUHFORVLQJ�RQ�D�SURSHUW\�SXUVXDQW�WR�D�GHHG�RI�WUXVW��

'HIHQGDQWV�DOVR�DOOHJH�WKDW�WKH\�FDQQRW�EH�KHOG�OLDEOH�DV�FKDUJHG�LQ�WKH�FRPSODLQW�EHFDXVH�:LOVRQ�KDV�RQO\�
DOOHJHG�YLRODWLRQV�RI�SRUWLRQV�RI�WKH�$FW�WKDW�GR�QRW�DSSO\�WR�WKHP��7KH\�UHIHU�WR�D�SRUWLRQ�RI�WKH�GHILQLWLRQ�RI�
�GHEW�FROOHFWRU��WKDW�VWDWHV���>I@RU�WKH�SXUSRVH�RI�VHFWLRQ�������I����RI�WKLV�WLWOH��VXFK�WHUP�DOVR�LQFOXGHV�DQ\�
SHUVRQ�ZKR�XVHV�DQ\�LQVWUXPHQWDOLW\�RI�LQWHUVWDWH�FRPPHUFH�RU�WKH�PDLOV�LQ�DQ\�EXVLQHVV�WKH�SULQFLSDO�SXUSRVH�
RI�ZKLFK�LV�WKH�HQIRUFHPHQW�RI�VHFXULW\�LQWHUHVWV������8�6�&�$��������D�����$FFRUGLQJ�WR�'HIHQGDQWV��EHFDXVH�
WKH\�DUH�HQJDJHG�LQ�D�EXVLQHVV��WKH�SULQFLSDO�SXUSRVH�RI�ZKLFK�LV�WKH�HQIRUFHPHQW�RI�VHFXULW\�LQWHUHVWV���WKH\�
FDQ�RQO\�EH�D��GHEW�FROOHFWRU��XQGHU�WKH�RQH�VHFWLRQ�H[SUHVVO\�SURYLGHG�����8�6�&�$��������I�����%HFDXVH�:LOVRQ�
DOOHJHG�QR�YLRODWLRQ�RI�������I�����'HIHQGDQWV�DUJXH�WKDW�WKH\�FDQQRW�EH�OLDEOH�XQGHU�WKH�$FW��

:H�GLVDJUHH��7KLV�SURYLVLRQ�DSSOLHV�WR�WKRVH�ZKRVH�RQO\�UROH�LQ�WKH�GHEW�FROOHFWLRQ�SURFHVV�LV�WKH�HQIRUFHPHQW�
RI�D�VHFXULW\�LQWHUHVW��6HH�-RUGDQ�Y��.HQW�5HFRYHU\�6HUYV���,QF�������)�6XSS������������'�'HO���������,W�WKXV�
DSSHDUV�WKDW�&RQJUHVV�LQWHQGHG�DQ�HQIRUFHU�RI�D�VHFXULW\�LQWHUHVW��VXFK�DV�D�UHSRVVHVVLRQ�DJHQF\��WR�IDOO�RXWVLGH�
WKH�DPELW�RI�WKH�)'&3$�H[FHSW�IRU�WKH�SURYLVLRQV�RI�������I��������,Q�RWKHU�ZRUGV��WKLV�SURYLVLRQ�LV�QRW�DQ�
H[FHSWLRQ�WR�WKH�GHILQLWLRQ�RI�GHEW�FROOHFWRU��LW�LV�DQ�LQFOXVLRQ�WR�WKH�WHUP�GHEW�FROOHFWRU��,W�VHUYHV�WR�LQFOXGH�DV�
GHEW�FROOHFWRUV��IRU�WKH�SXUSRVHV�RI�������I�����WKRVH�ZKR�RQO\�HQIRUFH�VHFXULW\�LQWHUHVWV��,W�GRHV�QRW�H[FOXGH�
WKRVH�ZKR�HQIRUFH�VHFXULW\�LQWHUHVWV�EXW�ZKR�DOVR�IDOO�XQGHU�WKH�JHQHUDO�GHILQLWLRQ�RI��GHEW�FROOHFWRU���6HH�3LSHU��
����)��G�DW�������6HFWLRQ�����D����WKXV�UHFRJQL]HV�WKDW�WKHUH�DUH�SHRSOH�ZKR�HQJDJH�LQ�WKH�EXVLQHVV�RI�
UHSRVVHVVLQJ�SURSHUW\��ZKRVH�EXVLQHVV�GRHV�QRW�SULPDULO\�LQYROYH�FRPPXQLFDWLQJ�ZLWK�GHEWRUV�LQ�DQ�HIIRUW�WR�
VHFXUH�SD\PHQW�RI�GHEWV�����

7KXV��LI�'HIHQGDQWV�PHHW�WKH�VWDWXWRU\�GHILQLWLRQ�RI��GHEW�FROOHFWRU���WKH\�FDQ�EH�FRYHUHG�E\�DOO�VHFWLRQV�RI�WKH�
$FW��QRW�MXVW�������I�����UHJDUGOHVV�RI�ZKHWKHU�WKH\�DOVR�HQIRUFH�VHFXULW\�LQWHUHVWV��

7KH�GLVWULFW�FRXUW�LQFRUUHFWO\�FRQFOXGHG�WKDW�'HIHQGDQWV�FRXOG�QRW�EH�KHOG�OLDEOH�XQGHU�WKH�$FW��:H�KROG�WKDW�
'HIHQGDQWV
�IRUHFORVXUH�DFWLRQ�ZDV�DQ�DWWHPSW�WR�FROOHFW�D��GHEW���'HIHQGDQWV�DUH�QRW�H[FOXGHG�IURP�WKH�
GHILQLWLRQ�RI��GHEW�FROOHFWRU��XQGHU����8�6�&�$��������D����)��L��PHUHO\�EHFDXVH�WKH\�ZHUH�DFWLQJ�DV�WUXVWHHV�
IRUHFORVLQJ�RQ�D�SURSHUW\�SXUVXDQW�WR�D�GHHG�RI�WUXVW��DQG�'HIHQGDQWV�FDQ�VWLOO�EH��GHEW�FROOHFWRUV��HYHQ�LI�WKH\�
ZHUH�DOVR�HQIRUFLQJ�D�VHFXULW\�LQWHUHVW��$V�D�UHVXOW��ZH�UHYHUVH�DQG�UHPDQG��

2Q�UHPDQG��:LOVRQ�FDQ�VKRZ�WKDW�'HIHQGDQWV�PHHW�WKH�GHILQLWLRQ�RI��GHEW�FROOHFWRU��E\�GHPRQVWUDWLQJ�WKDW�
WKH\�XVH��DQ\�LQVWUXPHQWDOLW\�RI�LQWHUVWDWH�FRPPHUFH�RU�WKH�PDLOV�LQ�DQ\�EXVLQHVV�WKH�SULQFLSDO�SXUSRVH�RI�
ZKLFK�LV�WKH�FROOHFWLRQ�RI�DQ\�GHEWV��RU�����UHJXODUO\�FROOHFW>�@�RU�DWWHPSW>�@�WR�FROOHFW��GLUHFWO\�RU�LQGLUHFWO\��GHEWV�
RZHG�RU�GXH�RU�DVVHUWHG�WR�EH�RZHG�RU�GXH�DQRWKHU������8�6�&�$��������D�����VHH�DOVR�+HLQW]������8�6��DW������
����6�&W���������>$@�ODZ\HU�ZKR�UHJXODUO\�WULHV�WR�REWDLQ�SD\PHQW�RI�FRQVXPHU�GHEWV�WKURXJK�OHJDO�SURFHHGLQJV�
LV�D�ODZ\HU�ZKR�UHJXODUO\�CDWWHPSWV
�WR�CFROOHFW
�WKRVH�FRQVXPHU�GHEWV�����&URVVOH\������)��G�DW���������UHO\LQJ�
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:,'(1(5��&LUFXLW�-XGJH��GLVVHQWLQJ��

RQ�YROXPH�RI�DWWRUQH\
V�PRUWJDJH�IRUHFORVXUH�DFWLRQV�WR�VKRZ�KH�ZDV�D�GHEW�FROOHFWRU���6KDSLUR������3��G�DW�
������6LQFH�D�IRUHFORVXUH�LV�D�PHWKRG�RI�FROOHFWLQJ�D�GHEW�E\�DFTXLULQJ�DQG�VHOOLQJ�VHFXUHG�SURSHUW\�WR�VDWLVI\�D�
GHEW��WKRVH�ZKR�HQJDJH�LQ�VXFK�IRUHFORVXUHV�DUH�LQFOXGHG�ZLWKLQ�WKH�GHILQLWLRQ�RI�GHEW�FROOHFWRUV�LI�WKH\�
RWKHUZLVH�ILW�WKH�VWDWXWRU\�GHILQLWLRQ�����

2XU�GHFLVLRQ�LV�QRW�LQWHQGHG�WR�EULQJ�HYHU\�ODZ�ILUP�HQJDJLQJ�LQ�IRUHFORVXUH�SURFHHGLQJV�XQGHU�WKH�DPELW�RI�
WKH�$FW��1HYHUWKHOHVV��LW�LV�ZHOO�HVWDEOLVKHG�WKDW�WKH�$FW�DSSOLHV�WR�ODZ\HUV��ZKR�CUHJXODUO\
�HQJDJH�LQ�
FRQVXPHU�GHEW�FROOHFWLRQ�DFWLYLW\��HYHQ�ZKHQ�WKDW�DFWLYLW\�FRQVLVWV�RI�OLWLJDWLRQ���+HLQW]������8�6��DW����������
6�&W��������&RQJUHVV�HQDFWHG�WKH�$FW�WR��HOLPLQDWH�DEXVLYH�GHEW�FROOHFWLRQ�SUDFWLFHV�E\�GHEW�FROOHFWRUV������
8�6�&�$�������H���:HVW��������VHH�DOVR�&DUUROO������)��G�DW������$V�VXFK��ODZ\HUV�ZKR�UHJXODUO\�HQJDJH�LQ�
FRQVXPHU�GHEW�FROOHFWLRQ�DFWLYLW\�VKRXOG�QRW�EH�DOORZHG�WR�WKZDUW�WKLV�SXUSRVH�PHUHO\�EHFDXVH�WKH\�SURFHHG�LQ�
WKH�FRQWH[W�RI�D�IRUHFORVXUH�� �

0RUHRYHU��'HIHQGDQWV�DOOHJHGO\�LQLWLDWHG�RYHU������IRUHFORVXUH�DFWLRQV�LQ�0DU\ODQG�LQ�������7KHUH�LV�QR�
UHDVRQ�WKDW�D�ODZ�ILUP�KDQGOLQJ�WKLV�YROXPH�RI�IRUHFORVXUHV�ZRXOG�EH�DQ\�PRUH�LOO�HTXLSSHG�WR�FRPSO\�ZLWK�WKH�
$FW�WKDQ�D�PRUH��WUDGLWLRQDO��GHEW�FROOHFWLRQ�DJHQF\��'HIHQGDQWV�DSSHDU�WR�KDYH�EHHQ�DZDUH�WKDW�WKH�$FW�FRXOG�
DSSO\�WR�WKHLU�FRQGXFW��DV�WKHLU�OHWWHUV�WR�:LOVRQ�FRQWDLQHG�FOHDU�UHIHUHQFHV�WR�WKH�$FW��LQFOXGLQJ�WKH�QRWLFH��WKLV�
LV�DQ�DWWHPSW�WR�FROOHFW�D�GHEW���6HH����8�6�&�$��������H������:HVW��������

:H�UHYHUVH�WKH�GLVWULFW�FRXUW
V�JUDQW�RI�VXPPDU\�MXGJPHQW�WR�'HIHQGDQWV�DQG�UHPDQG�IRU�SURFHHGLQJV�
FRQVLVWHQW�ZLWK�WKLV�RSLQLRQ��

1RWHV��

:H�FDQQRW�DFFHSW�'HIHQGDQWV
�DUJXPHQW�WKDW�WKH�OHWWHU�ZDV�LQ�UHVSRQVH�WR�D�UHTXHVW�E\�:LOVRQ
V�ODZ\HU��'HIHQGDQWV
�
OHWWHU�ZDV�VHQW�WR�:LOVRQ�DQG�QRW�KHU�DWWRUQH\��PDGH�QR�UHIHUHQFH�WR�KHU�DWWRUQH\
V�UHTXHVW��ZDV�QRW�VLJQHG�E\�DQ\RQH��
DQG�IDLOHG�WR�SURYLGH�PXFK�RI�WKH�LQIRUPDWLRQ�KHU�ODZ\HU�UHTXHVWHG�

�

2I�FRXUVH��ZKHWKHU�D�ODZ�ILUP�RU�QRW��D�FRPSDQ\
V�RZQ�HIIRUWV�WR�FROOHFW�RYHUGXH�SD\PHQWV�IURP�LWV�RZQ�GHOLQTXHQW�
FOLHQWV�ZRXOG�QRW�RUGLQDULO\�PDNH�LW�D��GHEW�FROOHFWRU��XQGHU�WKH�$FW��ZKLFK�VSHFLILFDOO\�UHIHUV�WR�WKRVH�ZKR�FROOHFW�GHEWV�
�RZHG�RU�GXH�RU�DVVHUWHG�WR�EH�RZHG�RU�GXHDQRWKHU������8�6�&�$��������D�����HPSKDVLV�DGGHG���VHH�DOVR�1LHOVHQ�Y��
'LFNHUVRQ������)��G������������WK�&LU����������>&@UHGLWRUV�ZKR�DUH�DWWHPSWLQJ�WR�FROOHFW�WKHLU�RZQ�GHEWV�JHQHUDOO\�DUH�
QRW�FRQVLGHUHG�GHEW�FROOHFWRUV�XQGHU�WKH�VWDWXWH�����

�

,�UHVSHFWIXOO\�GLVVHQW��

,�EHJLQ�ZLWK�WKH�IXOO�WH[W�RI�WKH�ILGXFLDU\�H[FHSWLRQ�WR�WKH�VWDWXWRU\�GHILQLWLRQ�RI��GHEW�FROOHFWRU���

7KH�WHUP�>GHEW�FROOHFWRU@�GRHV�QRW�LQFOXGH²�

�)��DQ\�SHUVRQ�FROOHFWLQJ�RU�DWWHPSWLQJ�WR�FROOHFW�DQ\�GHEW�RZHG�RU�GXH�RU�DVVHUWHG�WR�EH�RZHG�RU�GXH�DQRWKHU�
WR�WKH�H[WHQW�VXFK�DFWLYLW\��,��LV�LQFLGHQWDO�WR�D�ERQD�ILGH�ILGXFLDU\�REOLJDWLRQ�RU�D�ERQD�ILGH�HVFURZ�DUUDQJHPHQW��
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���8�6�&������D�����,W�LV�XQGLVSXWHG�WKDW�GHIHQGDQWV�ZHUH�WUXVWHHV�RQ�WKH�GHHG�RI�WUXVW���-$����������7KLV�
PHDQV�WKDW�WKH\�ZHUH�ILGXFLDULHV�DV�D�PDWWHU�RI�ODZ��6HH�%XQQ�Y��.XWD������0G�$SS����������$��G��������
��������:KLWORZ�Y��0RXQWDLQ�7UXVW�%DQN������9D�����������6�(��G������������������ �$QG�WKHUH�LV�QR�UHDVRQ�WR�
GRXEW�WKHLU�ERQD�ILGHV��%XW�WKH�PDMRULW\�RIIHUV�D�GLIIHUHQW�UHDVRQ�WR�DYRLG�WKH�H[FHSWLRQ��GHIHQGDQWV
�DFWLRQV�
ZHUH��FHQWUDO��WR�WKHLU�ILGXFLDU\�GXWLHV��QRW��LQFLGHQWDO��DV�WKH�VWDWXWH�SURYLGHV��6OLS�RS�����

6XFK�D�FRQVWUXFWLRQ�RI�WKH�VWDWXWH�LV�QRW�ORJLFDO��,�VXJJHVW���,QFLGHQWDO��PHDQV��RFFXUULQJ�PHUHO\�E\�FKDQFH�RU�
ZLWKRXW�LQWHQWLRQ�RU�FDOFXODWLRQ��RU��EHLQJ�OLNHO\�WR�HQVXH�DV�D�FKDQFH�RU�PLQRU�FRQVHTXHQFH���0HUULDP�:HEVWHU�
&ROOHJLDWH�'LFWLRQDU\��������WK�HG��������$QG��FHQWUDO��LV�GHILQHG�DV��RI�FDUGLQDO�LPSRUWDQFH��HVVHQWLDO��
SULQFLSDO���,G��DW������(YHQ�DVVXPLQJ�WKDW�D�IRUHFORVXUH�LV��FHQWUDO��WR�WKH�GHIHQGDQWV
�GXWLHV��WKH�PDMRULW\�
FRQFOXVLRQ�WKDW�D�FHQWUDO�WDVN�LQFLGHQW�WR�WKH�GXW\�LV�QRW�H[HPSWHG�GRHV�QRW�IROORZ�IURP�WKH�SUHPLVH��,I�WKH�
H[FHSWLRQ�FRYHUV�WKH�PLQRU�XQLQWHQGHG�DFWV�UHODWLQJ�WR�LQFLGHQWDO�ILGXFLDU\�GXWLHV��LW�PXVW�FRYHU�WKH�SULQFLSDO�
DFWV�DV�ZHOO��2WKHUZLVH�WKH�H[FHSWLRQ�ZRXOG�DFFRPSOLVK�YHU\�OLWWOH��IRU�WKH�PDMRULW\�GHILQLWLRQ�H[FOXGHV��RWKHU�
ERQD�ILGH�ILGXFLDULHV��ZKLFK�DUH�LQFOXGHG�LQ�WKH�6HQDWH�5HSRUW��LQIUD�� �

7KH�OHJLVODWLYH�KLVWRU\�RI�WKH�ILGXFLDU\�H[FHSWLRQ�IXUWKHU�HURGHV�WKH�PDMRULW\�UHDVRQLQJ��,W�VKRZV�WKDW�WKH�
RULJLQDO�+RXVH�YHUVLRQ�RI�WKH�ELOO�GLG�QRW�LQFOXGH�WKH�H[FHSWLRQ�IRU�ILGXFLDULHV��6HH�+�5�5HS��1R����������DW��������
�������0DU�������������2QO\�ODWHU�GLG�WKH�6HQDWH�DGG�LW��6HH�����&RQJ��5HF��DW��������$XJ������������WH[W�RI�
6HQDWH�YHUVLRQ���VHH�DOVR�LG��DW�����������+RXVH�DGRSWLQJ�6HQDWH�DPHQGPHQWV���6R�LQFOXGLQJ�WKH�H[FHSWLRQ�
ZLWKLQ�WKH�VWDWXWH�ZDV�D�GHOLEHUDWH�DFW��0RUHRYHU��WKH�6HQDWH�FRPPLWWHH�UHSRUW�H[SODLQHG�WKH�SXUSRVH�RI�WKH�
DPHQGPHQW��

>7@KH�FRPPLWWHH�GRHV�QRW�LQWHQG�WKH�GHILQLWLRQ�>RI�GHEW�FROOHFWRU@�WR�FRYHU�WKH�DFWLYLWLHV�RI�WUXVW�GHSDUWPHQWV��
HVFURZ�FRPSDQLHV��RU�RWKHU�ERQD�ILGH�ILGXFLDULHV���,WDOLFV�DGGHG���

6�5HS��1R����������DW����UHSULQWHG�DW������8�6�&�&�$�1��������������VHH�DOVR�LG��DW�������7KLV�H[SODQDWLRQ�LV�
RQ�SRLQW�DQG�XQDPELJXRXV��:H�VKRXOG�QRW�LJQRUH�VXFK�XQDPELJXRXV�WH[W��HVSHFLDOO\�ZKHQ�LW�LV�DXJPHQWHG�E\�
WKH�EDODQFH�RI�WKH�OHJLVODWLYH�KLVWRU\�UHIHUUHG�WR��

<HW�WKH�)7&�6WDII�&RPPHQWDU\��ZKLFK�LV�WKH�RQO\�DXWKRULW\�SDUWLFXODU�WR�WKH�ILGXFLDU\�H[FHSWLRQ�FLWHG�E\�WKH�
PDMRULW\��GRHV�MXVW�WKDW��7KH�&RPPHQWDU\�SURYLGHV�WKDW�WKH�H[FHSWLRQ�GRHV�QRW�DSSO\�WR�WUXVWHHV�QDPHG��VROHO\�
IRU�WKH�SXUSRVH�RI�FRQGXFWLQJ�D�IRUHFORVXUH�VDOH��� �7KLV�LQQRYDWLRQ�FRQIOLFWV�QRW�RQO\�ZLWK�WKH�VWDWXWRU\�WH[W�EXW�
DOVR�ZLWK�WKH�6HQDWH�UHSRUW�VHW�IRUWK�DERYH��:H�KDYH�GHFOLQHG�WR�IROORZ�WKH�&RPPHQWDU\�LQ�SDVW�)'&3$�FDVHV�
XSRQ�GLVFHUQLQJ�VXFK�D�FRQIOLFW��VHH�6FRWW�Y��-RQHV������)��G������������WK�&LU��������DQG�ZH�VKRXOG�GR�VR�
DJDLQ�KHUH��2XU�REOLJDWLRQ�QRW�WR�IROORZ�WKH�)7&�&RPPHQWDU\�LV�UHLQIRUFHG�E\�WKH�&RPPHQWDU\
V�VHOI�GRXEW�
ZKLFK�DSSHDUV�DW�WKH�EHJLQQLQJ�RI�WKH�&RPPHQWDU\��5HFLWLQJ�WKDW�WKH�6XSUHPH�&RXUW�KDV�KHOG�WKDW�WKH�
&RPPHQWDU\�ZDV�QRW�ELQGLQJ�DQG�QRW�HQWLWOHG�WR�GHIHUHQFH�ZKHQ�LW�FRQIOLFWHG�ZLWK�WKH�SODLQ�ODQJXDJH�RI�WKH�
VWDWXWH��WKH�&RPPHQWDU\�FRQWLQXHG��

�>,@W�LV�QRW�FOHDU�ZKHWKHU�WKH�)7&�KDV�WKH�DXWKRULW\�WR�LVVXH�WKH�&RPPHQWDU\�>DQG@�FRXUWV�KDYH�OLWWOH�GLIILFXOW\�
GLVUHJDUGLQJ�&RPPHQWDU\�SRVLWLRQV�>YLHZHG@�DV�LQFRUUHFW���-$������VHH�+HLQW]�Y��-HQNLQV������8�6�����������
6�&W������������/�(G��G�������������

7HOOLQJO\��HYHQ�WKLV�VHOI�DEQHJDWLRQ�RYHU�VWDWHV�WKH�)7&
V�DXWKRULW\�XQGHU�WKH�$FW�ZKLFK�WKH�VWDWXWH�LWVHOI�
OLPLWV��

1HLWKHU�WKH�>)HGHUDO�7UDGH@�&RPPLVVLRQ�QRU�DQ\�RWKHU�DJHQF\�UHIHUUHG�WR�LQ�VXEVHFWLRQ��E��RI�WKLV�VHFWLRQ�PD\�
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SURPXOJDWH�WUDGH�UHJXODWLRQ�UXOHV�RU�RWKHU�UHJXODWLRQV�ZLWK�UHVSHFW�WR�WKH�FROOHFWLRQ�RI�GHEWV�E\�GHEW�FROOHFWRUV�
DV�GHILQHG�LQ�WKLV�VXEFKDSWHU��

���8�6�&��������O�G���7KLV�SURYLVLRQ��OLNH�WKH�ILGXFLDU\�H[FHSWLRQ��LV�XQDPELJXRXV��6R�LV�LWV�OHJLVODWLYH�KLVWRU\��

�,�ZDQW�WR�PDNH�D�VSHFLDO�SRLQW��1R�)HGHUDO�DJHQF\�ZLOO�ZULWH�UHJXODWLRQV�IRU�WKLV�OHJLVODWLRQ�������&RQJ��5HF��
�������$SU������������VWDWHPHQW�RI�5HS��$QQXQ]LR���

$QG�������O�G��WRR��ZDV�LWVHOI�DQ�DPHQGPHQW��6HH�LG��DW��������VWDWHPHQW�RI�5HS��5RXVVHORW�QRWLQJ�
DPHQGPHQW���VHH�DOVR�WKH�6HQDWH�5HSRUW�������8�6�&�&�$�1��DW�������ZKLFK�GHVFULEHV�PDNLQJ�RI�WKH�)7&�
UHJXODWLRQV�DV��SURKLELWHG���)RU�YDULRXV�UHDVRQV�JLYHQ�E\�FRXUWV�ZKLFK�KDYH�FLWHG�WKH�)7&�&RPPHQWDU\��WKH\�
GHFOLQH�WR�JLYH�LW�&KHYURQ�GHIHUHQFH�� �LQVWHDG�DQDO\]LQJ�LW�DV�FRQWUDU\�WR�WKH�VWDWXWH�RU�LQ�WHUPV�RI�SRZHU�WR�
SHUVXDGH��RU�ODFN�WKHUHRI��6HH��H�J���*RVZDPL�Y��$P��&ROOHFWLRQV�(QWHU���,QF�������)��G����������Q������WK�
&LU��������6FRWW��VXSUD������)��G�DW������%XW�WKH�PDMRULW\�UHOLHV�XSRQ�WKH�)7&�&RPPHQWDU\��7KLV��GHVSLWH�WKH�
IDFW�WKDW�WKH�VLQJOH�VHQWHQFH�GHHPHG�GLVSRVLWLYH�GRHV�QRW�H[SODLQ��RU�SUHWHQG�WR�H[SODLQ��WKH�OHJLVODWLYH�KLVWRU\�
LQFOXGLQJ�WKH�6HQDWH�5HSRUW��UDWKHU�LW�FRQWUDGLFWV�WKH�VWDWXWRU\�WH[W�DQG�WKH�6HQDWH�UHSRUW�DV�LI�&RQJUHVV�ZHUH�
QRW�WKH�SULQFLSDO�LQVWUXPHQW�RI�SXEOLF�SROLF\��

�����LW�LV�HTXDOO\²DQG�HPSKDWLFDOO\²�WKH�H[FOXVLYH�SURYLQFH�RI�WKH�&RQJUHVV�QRW�RQO\�WR�IRUPXODWH�OHJLVODWLYH�
SROLFLHV�DQG�PDQGDWH�SURJUDPV�DQG�SURMHFWV��EXW�DOVR�WR�HVWDEOLVK�WKHLU�UHODWLYH�SULRULW\�IRU�WKH�1DWLRQ���7HQQ��
9DOOH\�$XWKRULW\�Y��+LOO������8�6���������������6�&W�����������/�(G��G�������������

(YHQ�VHWWLQJ�DVLGH�RXU�GXW\�WR�ORRN�ILUVW�WR�&RQJUHVV��,�FDQ�WKLQN�RI�QR�UDWLRQDOH�IRU�WKH�DJHQF\
V�SRVLWLRQ�RWKHU�
WKDQ�D�6KDNHVSHDUHDQ�GLVWUXVW�RI�ODZ\HUV��$QG�WKH�&RPPHQWDU\
V�RWKHU�SROLF\�IODZV�DUH�SODLQ��IRU�LQVWDQFH��LW�
IDLOV�WR�UHFRJQL]H�WKDW�WKH�GXW\�RI�D�ODZ\HU�WUXVWHH�XQGHU�VXFK�D�GHHG�RI�WUXVW�UXQV�WR�WKH�SURSHUW\�DQG��DV�ZHOO��
WR�WKH�ERUURZHU�DQG�WKH�OHQGHU��6HH��H�J���:KLWH�Y��6LPDUG������0G�$SS�����������$��G���������������������
3RZHOO�Y��$GDPV������9D����������6�(��G���������������������7KLV�GLIIHUHQFH�EHWZHHQ�D�ODZ\HU�WUXVWHH�DQG�D�
ODZ\HU�ZKR�LV�PHUHO\�D�GHEW�FROOHFWRU��DOWKRXJK�SDWHQW��LV�QRW�H[SODLQHG�� �

$FFRUGLQJO\��,�ZRXOG�DIILUP��

1RWHV��

7KH�RIILFHV�RI�'UDSHU�	�*ROGEHUJ�DUH�LQ�9LUJLQLD��WKH�GHHG�RI�WUXVW�LQ�TXHVWLRQ�LV�LQ�0DU\ODQG�
�

7KH�DSSHOODWH�FDVHV�PHQWLRQLQJ�WKH�H[FHSWLRQ�GR�QRW�EHDU�XSRQ�WKLV�FDVH��6HH3HOIUH\�Y��(GXF��&UHGLW�0JPW��&RUS�������
)��G��������WK�&LU��������SHU�FXULDP���DII
J����)�6XSS��G�������1�'�$OD��������DSSO\LQJ�H[FHSWLRQ�WR�DVVLJQHH�RI�
JXDUDQWRU�RI�GHIDXOWHG�VWXGHQW�ORDQ���%XFNPDQ�Y��$P��%DQNHUV�,QV��&R��RI�)OD�������)��G�������������WK�&LU��������QRW�
FRQVLGHULQJ�H[FHSWLRQ���

�

/LPLWLQJ�E\�WKHLU�DSSRLQWPHQW�WKH�GXW\�RI�WKH�WUXVWHHV�WR�EH��VROHO\�IRU�WKH�SXUSRVH�RI�FRQGXFWLQJ�D�IRUHFORVXUH�VDOH��LV�
QRW�VKRZQ�LQ�WKH�UHFRUG�LQ�WKLV�FDVH���,WDOLFV�DGGHG���

�

�
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2SHQ-XULVW�RUJ���7HUPV�RI�8VH�

&KHYURQ�86$�Y��1DWXUDO�5HVRXUFHV�'HIHQVH�&RXQFLO��,QF�������8�6�����������6�&W�����������/�(G��G�������������
�

7KH�WUXVWHH��IRU�H[DPSOH��PXVW�SXEOLFO\�DFFRXQW�IRU�WKH�GLVWULEXWLRQ�RI�WKH�SURFHHGV�RI�WKH�VDOH��6HH�JHQHUDOO\,Q�UH��
7UXVWHH
V�6DOH�RI�WKH�3URSHUW\�RI�:LOOLH�%URZQ��HW�DO������9D��&LU�������������

�

����)��G�
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