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)XUWKHU�LQIRUPDWLRQ�DERXW�WKH�(65&�&HQWUH�IRU�%XVLQHVV�5HVHDUFK�FDQ�EH�IRXQG
RQ�WKH�:RUOG�:LGH�:HE�DW�WKH�IROORZLQJ�DGGUHVV��KWWS���ZZZ�FEU�FDP�DF�XN

$EVWUDFW

/DZ�DQG�HFRQRPLFV�VFKRODUVKLS�KDV�FRQWULEXWHG�JUHDWO\�WR�RXU�XQGHUVWDQGLQJ�RI
FRUSRUDWH�LQVROYHQF\�ODZ��7KLV�SDSHU�SURYLGHV�DQ�RYHUYLHZ�RI�WKLV�OLWHUDWXUH��,W
EHJLQV�E\�GHILQLQJ�VRPH�UHOHYDQW�WHUPLQRORJ\��DQG�WKHQ�UHYLHZV�WKHRULHV�DERXW
WKH�JRDOV�RI�LQVROYHQF\�ODZ��,W�WKHQ�FRQVLGHUV�-DFNVRQ¶V�ZHOO�NQRZQ�FODLP�WKDW
LQVROYHQF\�ODZ�H[LVWV�DV�D�UHVSRQVH�WR�D�FRPPRQ�SRRO�SUREOHP��DQG�FRQWLQXHV
E\� ORRNLQJ� DW� VXJJHVWLRQV� IRU� UHGXFLQJ� WKH� FRVWV� RI� ILQDQFLDO� GLVWUHVV� ERWK� H[
SRVW� DQG� H[� DQWH�� )LQDOO\�� LW� DVNV� ZKHWKHU� D� VROXWLRQ� WR� WKH� FRPPRQ� SRRO
SUREOHP�PLJKW� QRW� EH� VRXJKW� WKURXJK� FRQWUDFW�� RU� LQGHHG� WKURXJK� UHOLDQFH� RQ
VRFLDO�QRUPV�

-(/�&RGHV��*����*����.����=��

.H\ZRUGV�� ODZ�DQG�HFRQRPLFV��FRUSRUDWH�LQVROYHQF\��ILQDQFLDO�GLVWUHVV��VRFLDO
QRUPV

$FNQRZOHGJHPHQWV

7KLV�SDSHU�GUDZV�RQ�ZRUN�GRQH�ZKLOVW�WKH�DXWKRU�ZDV�D�5HVHDUFK�)HOORZ�DW�WKH
(65&�&HQWUH� IRU� %XVLQHVV� 5HVHDUFK��8QLYHUVLW\� RI� &DPEULGJH�� 7KH� ILQDQFLDO
VXSSRUW�RI�WKH�/HYHUKXOPH�7UXVW�LV�JUDWHIXOO\�DFNQRZOHGJHG�
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$Q\�H[WHQVLRQ�RI�FUHGLW�LQYROYHV�D�ULVN�WKDW�WKH�GHEWRU�PD\�QRW�UHSD\
WKH�GHEW� LQ�GXH�FRXUVH��7KH� VWDWH� WKHUHIRUH�JUDQWV�FUHGLWRUV�SRZHU� WR
KDYH� WKH� DVVHWV� RI� D� GHIDXOWLQJ� GHEWRU� VHL]HG� DQG� VROG� WR� FRYHU� DQ
XQSDLG�GHEW��7KHVH�UHPHGLHV�DUH�IXQGDPHQWDO�WR�D�PDUNHW�HFRQRP\�DV
ZLWKRXW� WKHP� OHQGLQJ� ZRXOG� EH� LUUDWLRQDO�� <HW� ZKHUH� D� FRUSRUDWH
GHEWRU� GHIDXOWV� RQ�PXOWLSOH� GHEWV� VLPXOWDQHRXVO\�� WKHUHE\� EHFRPLQJ
ILQDQFLDOO\� GLVWUHVVHG�� WKH� H[HUFLVH� RI� WKHVH� SRZHUV� LQGLYLGXDOO\� E\
FUHGLWRUV� FDQ� OHDG� WR� DQ� LQHIILFLHQW� µUDFH� WR� FROOHFW¶��ZLWK� D� UHVXOWLQJ
GLVPHPEHUPHQW� RI� WKH� GHEWRU¶V� EXVLQHVV�� &RUSRUDWH� LQVROYHQF\� ODZ
HIIHFWV� D� WUDQVIRUPDWLRQ� RI� FUHGLWRUV¶� ULJKWV� IURP� LQGLYLGXDO� WR
FROOHFWLYH�� ZKLFK� UHPRYHV� FUHGLWRUV¶� LQFHQWLYHV� WR� HQJDJH� LQ� VXFK
ZDVWHIXO�EHKDYLRXU�

7KH� ULVN� RI� GLVPHPEHUPHQW� LV� QRW� WKH� RQO\� FRVW� DVVRFLDWHG� ZLWK
ILQDQFLDO� GLVWUHVV��$� QXPEHU� RI� GHFLVLRQV�PXVW� EH� WDNHQ� RYHU�ZKLFK
FODLPDQWV�DUH�OLNHO\�WR�KDYH�FRQIOLFWLQJ�YLHZV��ZKDW�LV�WKH�EHVW�ZD\�WR
GHSOR\�WKH�GHEWRU�ILUP¶V�DVVHWV��VKRXOG�WKH�ILUP�FRQWLQXH�LQ�EXVLQHVV�
RU� VKRXOG� LW²ZKHWKHU� LQ�ZKROH� RU� LQ� SDUW²EH� FORVHG"�:KR� VKRXOG
RZQ�WKH�DVVHWV��VKRXOG� LW�EH�VROG� WR�D�EX\HU��RU� VKRXOG� WKH�FODLPV�RI
H[LVWLQJ� ILQDQFLHUV� EH� UHRUJDQLVHG"�:KLFK� FODLPDQWV� VKRXOG� UHFHLYH
ZKDW� SD\RXWV"� $� FRUSRUDWH� LQVROYHQF\� SURFHGXUH� PXVW� SURYLGH� D
PHFKDQLVP� IRU� UHVROYLQJ� WKHVH� LVVXHV�� )XUWKHUPRUH�� WKH� WKUHDW� RI
ILQDQFLDO�GLVWUHVV�FDQ� OHDG�FRUSRUDWH�PDQDJHUV� WR� WDNH� ULVN\�JDPEOHV
ZLWK� WKH� ILUP¶V� DVVHWV�� DQRWKHU� FRVW� ZKLFK� DSSURSULDWHO\�VWUXFWXUHG
OHJDO�SURYLVLRQV�FDQ�DVVLVW�LQ�UHGXFLQJ�

/DZ� DQG� HFRQRPLFV� VFKRODUVKLS� KDV� FRQWULEXWHG� D� JUHDW� GHDO� WR� RXU
XQGHUVWDQGLQJ�RI�KRZ�EHVW�WR�PLQLPLVH�WKH�FRVWV�RI�ILQDQFLDO�GLVWUHVV
WKURXJK� WKH� GHVLJQ� RI� D� FRUSRUDWH� LQVROYHQF\� SURFHGXUH�� 7KLV� SDSHU
SURYLGHV�DQ�RYHUYLHZ�RI� WKLV� OLWHUDWXUH��6HFWLRQ���EHJLQV�E\�GHILQLQJ
VRPH�UHOHYDQW� WHUPLQRORJ\��DQG�H[SODLQLQJ� WKH�VWUXFWXUH�RI�FRUSRUDWH
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LQVROYHQF\� ODZ� LQ�(QJODQG�DQG� WKH�86��6HFWLRQ��� WKHQ�FRQVLGHUV� WKH
JRDOV�RI�LQVROYHQF\�ODZ��VKRZLQJ�WKDW�WKH�ODZ�LQ�ERWK�(QJODQG�DQG�WKH
86� UHIOHFWV� D�ZLGHU� UDQJH� RI� REMHFWLYHV� WKDQ� VLPSO\�PLQLPLVLQJ� WKH
FRVWV�RI� ILQDQFLDO�GLVWUHVV��$�QXPEHU�RI�QRUPDWLYH�FODLPV�KDYH�EHHQ
PDGH� DERXW� WKH� DSSURSULDWH� REMHFWLYHV� RI� LQVROYHQF\� ODZ�� 1RQH� RI
WKHVH� SURYLGHV� VXSSRUW� IRU� WKH� ODZ� DV� LW� FXUUHQWO\� VWDQGV�� EXW� UDWKHU
HDFK� PDNHV� YDULRXV� SUHVFULSWLRQV� IRU� UHIRUP�� +RZHYHU�� D
FRQVLGHUDWLRQ�RI�VHYHUDO�RI� WKHVH�SRVLWLRQV�VXJJHVWV� WKDW�PDQ\�RI� WKH
VXJJHVWHG� SUHVFULSWLRQV� ZLOO� QRW� VXFFHHG� LQ� LPSOHPHQWLQJ� WKH� JRDOV
DGYRFDWHG��$OWKRXJK�WKH�ODZ�DQG�HFRQRPLFV�OLWHUDWXUH�SURFHHGV�IURP
WKH� SUHPLVH� WKDW� WKH� SULPDU\� JRDO� RI� LQVROYHQF\� ODZ� VKRXOG� EH� WKH
HQKDQFHPHQW� RI� HIILFLHQF\�� LW� GRHV� FRQWDLQ� WKH� PRVW� H[WHQVLYH
GLVFXVVLRQ� RI� WKH� TXHVWLRQ� RI� LPSOHPHQWDWLRQ�� 7KLV� OLWHUDWXUH� VKRXOG
WKHUHIRUH� EH� RI� LQWHUHVW� WR� DOO� WKRVH�ZKR� DUH� LQWHUHVWHG� LQ� UHIRUPLQJ
LQVROYHQF\�ODZ�

6HFWLRQ� �� RXWOLQHV� WKH� SULQFLSDO� FRQWULEXWLRQV� WR� WKH� ODZ� DQG
HFRQRPLFV� OLWHUDWXUH�� ,W� EHJLQV� ZLWK� WKH� FODLP� WKDW� LQVROYHQF\� ODZ
H[LVWV� DV� D� UHVSRQVH� WR� D� FRPPRQ� SRRO� SUREOHP�� DQG� FRQWLQXHV� E\
ORRNLQJ�DW� WKH�YDULRXV�VXJJHVWLRQV� WKDW�KDYH�EHHQ�PDGH� IRU� UHGXFLQJ
WKH�FRVWV�RI�ILQDQFLDO�GLVWUHVV�ERWK�H[�SRVW�DQG�H[�DQWH��6HFWLRQ���WKHQ
FRQVLGHUV�WKH�OLPLWV�RI�WKH�µFRPPRQ�SRRO¶�PRGHO�RI�LQVROYHQF\�ODZ��,W
H[SODLQV�KRZ�UHFHQW�FRQWULEXWLRQV�KDYH�EHJXQ� WR� LQYHVWLJDWH�ZKHWKHU
RU�QRW�RWKHU�ZHOO�NQRZQ�µVROXWLRQV¶� WR� WKH�SULVRQHU¶V�GLOHPPD�PLJKW
QRW�DSSO\�LQ�WKH�FRQWH[W�RI�LQVROYHQF\��FRXOG�D�ILUP�FRQWUDFW�ZLWK�LWV
FUHGLWRUV� LQ� DGYDQFH� RYHU� WKH� SURFHGXUH� WKDW� LV� WR� DSSO\"� 2U� FRXOG
VRFLDO�QRUPV�UHVROYH�WKH�SUREOHP"�)LQDOO\��FRQVLGHUDWLRQ�LV�SDLG�WR�WKH
UROH� RI� ODZ� LQ� JLYLQJ� LQFHQWLYHV� WR� ILUPV� DQG� FUHGLWRUV� ZKR� DYRLG
IRUPDO� LQVROYHQF\� SURFHHGLQJV� WKURXJK� DQ� LQIRUPDO� µZRUNRXW�¶
6HFWLRQ���FRQFOXGHV�
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�� :KDW�LV�LQVROYHQF\"

���� /HJDO�DQG�IDFWXDO�WHUPLQRORJ\

%URDGO\� VSHDNLQJ�� µLQVROYHQF\¶� PHDQV� LQDELOLW\� WR� SD\� FUHGLWRUV�
�

+RZHYHU��GHSHQGLQJ�RQ�WKH�FRQWH[W��WKLV�FROORTXLDO�XVDJH�PD\�UHIHU�WR
DQ\� RQH� RI� VHYHUDO� UHODWHG� FRQFHSWV�� 7KLV� VHFWLRQ� ZLOO� DWWHPSW� WR
FODULI\�GHILQLWLRQDO�PDWWHUV�DQG�VHW�RXW�VRPH�FRPPRQ�WHUPLQRORJ\��7R
GR� VR�� LW� LV� QHFHVVDU\� WR� GLVWLQJXLVK� EHWZHHQ� �L�� 
EDODQFH� VKHHW
LQVROYHQF\
�� �LL�� FDVK�IORZ� LQVROYHQF\� �RU� 
ILQDQFLDO� GLVWUHVV
��� �LLL�
HFRQRPLF� IDLOXUH� �RU� 
HFRQRPLF� GLVWUHVV
��� �LY�� OLTXLGDWLRQ�� �Y�
UHRUJDQLVDWLRQ�� DQG� �YL�� LQVROYHQF\� SURFHHGLQJV� RU� 
EDQNUXSWF\
� �H�J�
:UXFN�����������������%HOFKHU���������������

%DODQFH� VKHHW� LQVROYHQF\� LV� DQ� DFFRXQWLQJ� FRQFHSW� �%HOFKHU�� �����
��������,W�VLJQLILHV�WKDW�WKH�ERRN�YDOXH�RI�D�ILUP
V�DVVHWV�DUH�OHVV�WKDQ
WKRVH�RI�LWV�OLDELOLWLHV��,W�VKRXOG�EH�GLVWLQJXLVKHG�IURP�VR�FDOOHG� 
FDVK
IORZ
� LQVROYHQF\��� LQ�ZKLFK�FDVH�D� ILUP� LV�XQDEOH� WR�SD\� LWV� GHEWV� DV
WKH\�IDOO�GXH��,Q�(QJOLVK�ODZ��VXFK�LQDELOLW\�PD\�EH�LQIHUUHG�IURP�WKH
IDFW� WKDW� D� FRPSDQ\� KDV� IDLOHG� WR� SD\�� RQ� GHPDQG�� D�GHEW� ZKLFK� LV
GXH�

�
� )LQDQFLDO� HFRQRPLVWV� FRPPRQO\� XVH� WKH� H[SUHVVLRQ� 
ILQDQFLDO

GLVWUHVV
� WR� UHIHU� WR� WKH� FRQGLWLRQ� H[SHULHQFHG� E\� D�ILUP� ZKLFK� LV
KDYLQJ� GLIILFXOW\� LQ� SD\LQJ� LWV� FUHGLWRUV�� $OWKRXJK� WKHUH� DUH� VRPH
WHUPLQRORJLFDO�GLIIHUHQFHV�EHWZHHQ�DXWKRUV�

�
� WKH�SKUDVH�LV�RIWHQ�XVHG

WR�UHIHU�WR�WKH�FRQGLWLRQ�RI�D�ILUP�ZKLFK�LV�LQ�VXEVWDQWLDO�GHIDXOW�RQ�LWV
GHEW�REOLJDWLRQV��H�J��*LOVRQ�HW�DO�������������:UXFN��������������,Q
WKLV�VHQVH��WKH�H[SUHVVLRQ�LV�FRWHUPLQRXV�ZLWK�
FDVK�IORZ
�LQVROYHQF\�

)LQDQFLDO�GLVWUHVV��WR�D�IDU�JUHDWHU�H[WHQW�WKDQ�WKH�EDODQFH�VKHHW�WHVW�RI
LQVROYHQF\�� LV� GHSHQGHQW� RQ� WKH� VWUXFWXUH� RI� WKH� UHSD\PHQWV� XQGHU
RXWVWDQGLQJ�GHEW�REOLJDWLRQV��DQG�WKH�QDWXUH�RI�WKH�DVVHWV�DYDLODEOH�WR
VDWLVI\� WKHP�� ,OOLTXLG� DVVHWV� DQG� ODUJH� UHSD\PHQWV� PD\� PHDQ� WKDW� D
ILUP�ZKLFK�LV�VROYHQW�LQ�D�EDODQFH�VKHHW�VHQVH�FDQQRW�SD\�LWV�GHEWV�DV
WKH\� IDOO� GXH�� &RQYHUVHO\�� D� ILUP� ZKLFK� KDV� VLJQLILFDQW� JURZWK
RSSRUWXQLWLHV�DQG�GHEW�UHSD\PHQWV�VSUHDG�RYHU�D�QXPEHU�RI�\HDUV�PD\
EH�LQVROYHQW� LQ�D�EDODQFH�VKHHW�VHQVH��EXW�QRQHWKHOHVV�EH�DEOH�WR�SD\
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LWV�GHEWV�DV�WKH\�IDOO�GXH�

6ROYHQF\� VKRXOG� EH� GLVWLQJXLVKHG� IURP� HFRQRPLF� YLDELOLW\� �:KLWH�
�������,QVROYHQF\�LV�FRQFHUQHG�ZLWK�WKH�UHODWLRQVKLS�EHWZHHQ�D�ILUP
V
DVVHWV�RU�FDVK�IORZV��DQG�WKH�DPRXQW�RI�GHEW�LQ�LWV�ILQDQFLDO�VWUXFWXUH�
9LDELOLW\� LV� D� IXQFWLRQ� RI� WKH� QHW� SUHVHQW� YDOXH� RI� LWV� EXVLQHVV� DV� D
JRLQJ�FRQFHUQ��3URYLGHG�WKDW� WKH�EXVLQHVV�KDV�D�JRLQJ�FRQFHUQ�YDOXH
ZKLFK�LV�JUHDWHU�WKDQ�WKH�YDOXH�RI�LWV�DVVHWV�VROG�RQ�D�EUHDN�XS�EDVLV�
DQG� DOVR� JUHDWHU� WKDQ� ]HUR�� WKHQ� LW� LV� HFRQRPLFDOO\� YLDEOH�� ,Q� RWKHU
ZRUGV�� LWV� DVVHWV� DUH� EHLQJ� SXW� WR� WKHLU� KLJKHVW�YDOXHG� XVH�� /DFN� RI
HFRQRPLF�YLDELOLW\�LV�UHIHUUHG�WR�DV�
HFRQRPLF�GLVWUHVV
��7KLV�FRQGLWLRQ
LV� UHODWHG� WR� ILQDQFLDO� GLVWUHVV� LQ� WKH� IROORZLQJ�ZD\�� DOO�ILUPV�ZKLFK
DUH�HFRQRPLFDOO\�GLVWUHVVHG�ZLOO� DOVR�EHFRPH� ILQDQFLDOO\�GLVWUHVVHG��

7KH�UHYHUVH��KRZHYHU��LV�QRW�WUXH��$�ILUP�ZLWK�DQ�HFRQRPLFDOO\�YLDEOH
EXVLQHVV� PD\� EHFRPH� ILQDQFLDOO\� GLVWUHVVHG� VLPSO\� EHFDXVH� LW� KDV
WDNHQ�RQ�PRUH�GHEW�WKDQ�LW�FDQ�VHUYLFH�

7KH� WHUPV� 
OLTXLGDWLRQ
� DQG� 
UHRUJDQLVDWLRQ
� DUH� XVHG� WR� UHIHU� WR� WKH
RXWFRPHV� RI� ILQDQFLDO� GLVWUHVV�� /LTXLGDWLRQ� LQ� WKH� VHQVH� XVHG� KHUH
UHIHUV� VLPSO\� WR� WKH� FRQYHUVLRQ� LQWR� FDVK�� WKURXJK� VDOH�� RI� D� ILUP
V
DVVHWV��$V�VXFK��LW�VKRXOG�EH�GLVWLQJXLVKHG�IURP�LWV�FRPPRQ�XVDJH�DV
D� V\QRQ\P� IRU� ZLQGLQJ�XS� SURFHHGLQJV�� $OWKRXJK� OLTXLGDWLRQ� LV� D
QHFHVVDU\� FRPSRQHQW� RI� ZLQGLQJ�XS� SURFHHGLQJV�� LW� FDQ� DOVR� RFFXU
XQGHU� RWKHU� SURFHGXUHV�� IRU� H[DPSOH� LQ� DGPLQLVWUDWLYH� UHFHLYHUVKLS�
7KH�VDOH�RI�DVVHWV�LW�FRQQRWHV�FDQ�EH�HLWKHU�RQ�D�
JRLQJ�FRQFHUQ
�EDVLV�
ZKLFK� LQYROYHV� D� VDOH� RI� WKH� HQWLUH� EXVLQHVV� LQFOXGLQJ� JRRGZLOO� DQG
RWKHU�LQWDQJLEOHV��RU�RQ�D�
EUHDN�XS
�EDVLV��ZKHUHE\�WKH�DVVHWV�DUH�VROG
SLHFHPHDO�� 5HRUJDQLVDWLRQ� UHIHUV� WR� D� ILQDQFLDO� UHVWUXFWXULQJ� RI� D
ILQDQFLDOO\� GLVWUHVVHG� ILUP�� &ODLPDQWV� H[FKDQJH� WKHLU� ROG� FODLPV
DJDLQVW�WKH�ILUP�IRU�QHZ�RQHV��ZKLFK�EHFDXVH�WKH�ILUP�KDV�EHHQ�XQDEOH
WR�SD\�LWV�GHEWV��ZLOO�QHFHVVDULO\�EH�OHVV�WKDQ�WKH�IDFH�YDOXH�RI�WKHLU�ROG
FODLPV��$�UHRUJDQLVDWLRQ�LV�IXQFWLRQDOO\�HTXLYDOHQW�WR�D�JRLQJ�FRQFHUQ
OLTXLGDWLRQ�LQ�ZKLFK�WKH�H[LVWLQJ�FODLPDQWV�DUH�WKH�SXUFKDVHUV��%DLUG�
������� 6ROYHQF\� DQG� HFRQRPLF� YLDELOLW\� DUH� IDFWXDO� FRQGLWLRQV�� DQG
OLTXLGDWLRQ� DQG� UHRUJDQLVDWLRQ� DUH� IDFWXDO� HYHQWV�� $� IXQGDPHQWDO
GLVWLQFWLRQ�VKRXOG�EH�GUDZQ�EHWZHHQ�WKHVH�DQG�YDULRXV�W\SHV�RI�OHJDO
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�FRUSRUDWH��LQVROYHQF\�SURFHGXUHV��NQRZQ�DV� 
EDQNUXSWF\
� LQ�WKH�86�
ZKLFK�DUH�UHODWHG�WR�WKHP�

�

���� /HJDO�LQVROYHQF\�SURFHGXUHV

7KH� GLVFXVVLRQ� RI� LQVROYHQF\� SURFHGXUHV� LV�PDGH�PRUH� FRPSOH[� E\
WKH� WHFKQLFDO� GLIIHUHQFHV� EHWZHHQ� QDWLRQDO� OHJDO� V\VWHPV�� 8QGHU
(QJOLVK�ODZ��WKHUH�DUH�FXUUHQWO\�IRXU�FRUSRUDWH�LQVROYHQF\�SURFHGXUHV�
�L�� DGPLQLVWUDWLRQ�� �LL�� DGPLQLVWUDWLYH� UHFHLYHUVKLS�� �LLL�� ZLQGLQJ�XS�
DQG� �LY�� FRPSURPLVHV� DQG� DUUDQJHPHQWV�� 7KH� ,QVROYHQF\� $FW� ����
ZLOO� LQWURGXFH� D� ILIWK��� 8QGHU� 86� IHGHUDO� EDQNUXSWF\� ODZ�� WKHUH� DUH
WZR� IRUPV� RI� LQVROYHQF\� SURFHGXUH� RSHQ� WR� DOO� FRUSRUDWH� GHEWRUV�
&KDSWHU���DQG�&KDSWHU������/HJDO�SURFHGXUHV�PD\�EH�DVVRFLDWHG�ZLWK
IDFWXDO�LQVROYHQF\�±�DQG�WKHQFH��LQGLUHFWO\��WR�HFRQRPLF�GLVWUHVV�±�LQ
YDULRXV�ZD\V�

�
�)LUVW��WKHUH�DUH�OHJDO�SURFHGXUHV�ZKLFK�PDNH�WKH�IDFW�RI

LQVROYHQF\�D�SUHFRQGLWLRQ�IRU�WKHLU�RSHUDWLRQ��6RPHWLPHV�WKLV�PD\�EH
H[SOLFLW�� DV� ZLWK� FRPSXOVRU\� ZLQGLQJ�XS�� D� VXFFHVVIXO� SHWLWLRQ� IRU
ZKLFK� PD\� EH� PDGH� RQ� WKH� EDVLV� WKDW� WKH� FRPSDQ\� LV� LQVROYHQW� LQ
HLWKHU� D� EDODQFH�VKHHW� RU� D�FDVKIORZ� VHQVH���� )RU� RWKHU� SURFHGXUHV�
VXFK� DV� UHFHLYHUVKLS�� ILQDQFLDO� GLVWUHVV� LV� D� OHVV� H[SOLFLW�� EXW
QRQHWKHOHVV� LPSRUWDQW�� SUHFRQGLWLRQ�

��
� $QG� HQWU\� WR� DGPLQLVWUDWLRQ

SURFHHGLQJV� UHTXLUHV� WKDW� D� ILUP� HLWKHU� EH� LQVROYHQW�� RU� EH� OLNHO\� WR
EHFRPH� LQVROYHQW���� 6HFRQG�� WKHUH� DUH� SURFHGXUHV� ZKLFK�� ZKLOVW� QRW
PDNLQJ�IDFWXDO�LQVROYHQF\�D�OHJDO�SUHFRQGLWLRQ��ZLOO�RQO\�EH�DWWUDFWLYH
WR� ILUPV� ZKLFK� DUH�� RU� DUH� OLNHO\� WR� EHFRPH�� ILQDQFLDOO\� GLVWUHVVHG�
([DPSOHV� LQFOXGH� SURFHGXUHV� ZKLFK� LQYROYH� WKH� UHRUJDQLVDWLRQ� RI
FRUSRUDWH� GHEW�� VXFK� DV� FUHGLWRUV
� YROXQWDU\� DUUDQJHPHQWV�� &UHGLWRUV
DUH�XQOLNHO\� WR�FRQVHQW� WR�D�UHQHJRWLDWLRQ�GRZQZDUGV�RI� WKHLU�FODLPV
XQOHVV�WKH�ILUP�LV�XQDEOH�WR�SD\�WKHP�WKH�IDFH�YDOXH��/HJDO�LQVROYHQF\
SURFHGXUHV�DUH�DOVR�UHODWHG�WR�WKH�IDFW�RI�OLTXLGDWLRQ�RU�UHRUJDQLVDWLRQ�
DV�WKH�ODWWHU�ZLOO�EH�RXWFRPHV�RI�WKH�IRUPHU�

7R�PLQLPLVH�WKH�WHUPLQRORJLFDO�FRQIXVLRQ��LW�LV�KHOSIXO�WR�PDNH�XVH�RI
D� IXQFWLRQDO� FODVVLILFDWLRQ� RI� WKH� IHDWXUHV� RI� FRUSRUDWH� LQVROYHQF\
SURFHGXUHV��$�ILUVW�SRLQW�RI�FRPSDULVRQ�LV�WKH�HIIHFWV�RI�FRPPHQFLQJ
D�SDUWLFXODU�SURFHGXUH��7KHVH�FDQ�EH�VXE�GLYLGHG�LQWR��L��WKH�HIIHFWV�RQ



�

FUHGLWRUV¶� FODLPV�� �LL�� WKH� DOORFDWLRQ� RI� ULJKWV� WR� FRQWURO� WKH� GHEWRU
ILUP¶V�DVVHWV���LLL��ZKHWKHU�RU�QRW�WKH�GHEWRU¶V�EXVLQHVV�FDQ�FRQWLQXH�WR
WUDGH��DQG��LY��ZKHWKHU�IUHVK�ILQDQFH�PD\�EH�UDLVHG��0RVW�LQVROYHQF\
SURFHGXUHV�LPSRVH�VRPH�IRUP�RI�VWD\�RQ�FUHGLWRUV¶�FODLPV��SUHYHQWLQJ
WKHP�IURP�SXUVXLQJ� LQGLYLGXDO�HQIRUFHPHQW�� WKHUHE\� IRUFLQJ� WKHP�WR
ORRN� WR� WKH� LQVROYHQF\� SURFHHGLQJV� IRU� WKHLU� UHFRYHULHV�� ,Q� WKH� 86�
ERWK�&KDSWHUV���DQG����LPSRVH�FRPSOHWH�VWD\V�RQ�FUHGLWRUV¶�FODLPV��DV
GRHV� WKH� FXUUHQW�(QJOLVK� DGPLQLVWUDWLRQ�SURFHGXUH�� DQG�ZLOO� WKH� QHZ
&9$� PRUDWRULXP� SURFHGXUH� WR� EH� LQWURGXFHG� WKLV� \HDU���

$GPLQLVWUDWLYH� UHFHLYHUVKLS� LPSRVHV� D� GH� IDFWR� VWD\� RI� DOO� FODLPV
MXQLRU� WR� WKRVH� RI� WKH� DSSRLQWLQJ� GHEHQWXUH�KROGHU� �%XFNOH\�� ������
DQG�ZLQGLQJ�XS�LPSRVHV�D�VWD\�RI�XQVHFXUHG�FODLPV�

��
�7KH�VFKHPH�RI

DUUDQJHPHQW�DQG�FRPSDQ\�YROXQWDU\�DUUDQJHPHQW�SURYLVLRQV��LQ�WKHLU
SUH�PRUDWRULXP�JXLVH��DUH� UHDOO\� MXVW�YRWLQJ�PHFKDQLVPV��DQG�VR�DUH
QRW� DWWHPSWHG� DV� D� µVWDQG�DORQH¶� PHDVXUH� LI� LW� LV� IHOW� WKDW� D� VWD\� RI
FODLPV�DUH�QHFHVVDU\��EXW�UDWKHU�FRXSOHG�ZLWK�DQRWKHU�SURFHGXUH��VXFK
DV�DGPLQLVWUDWLRQ��VHH�*RRGH�����������������

:KHUH� FUHGLWRUV¶� LQGLYLGXDO� FODLPV� DUH� VWD\HG�� LW� LV� QHFHVVDU\� WR
SURYLGH�IRU�VRPH�QHZ�DOORFDWLRQ�RI�ULJKWV�WR�FRQWURO�WKH�ILUP¶V�DVVHWV
GXULQJ� WKH� LQVROYHQF\�SURFHHGLQJV��7KHVH� ULJKWV�PD\�EH�DSSRUWLRQHG
�L�� WR� DQ� RXWVLGH� DSSRLQWHH�� DV� ZLWK� &KDSWHU� ��� ZLQGLQJ�XS� DQG
DGPLQLVWUDWLRQ���� �LL�� WR� WKH� GHEWRU¶V� H[LVWLQJ� PDQDJHPHQW�� DV� ZLWK
&KDSWHU����DQG�WKH�QHZ�(QJOLVK�&9$�PRUDWRULXP�SURFHGXUH�

��
�RU��LLL�

WR� D� UHSUHVHQWDWLYH� DSSRLQWHG� E\� D� FUHGLWRU� RU� FUHGLWRUV�� DV� ZLWK
DGPLQLVWUDWLYH� UHFHLYHUVKLS���� $OO� RI� WKH�SURFHGXUHV�ZKLFK� LPSRVH� D
VWD\� RI� FUHGLWRUV¶� FODLPV� SHUPLW� FRQWLQXHG� WUDGLQJ� RI� WKH� GHEWRU¶V
EXVLQHVV�LQ�RQH�IRUP�RU�DQRWKHU��+RZHYHU��VRPH��VXFK�DV�ZLQGLQJ�XS�
DGPLQLVWUDWLRQ� DQG� 86� &KDSWHU� ��� UHTXLUH� WKH� SHUPLVVLRQ� RI� WKH
FRXUW�

��
� ZKHUHDV� RWKHUV� VXFK� DV� &KDSWHU� ��� DQG� DGPLQLVWUDWLYH

UHFHLYHUVKLS�GR�QRW�
��
�,W�LV�DOVR�OLNHO\�WKDW�QHZ�ILQDQFH�ZLOO�QHHG�WR�EH

UDLVHG�WR�IXQG�FRQWLQXHG�WUDGLQJ��,Q�RUGHU�WR�LQGXFH�D�OHQGHU�WR�H[WHQG
FUHGLW�� WKLV�ZLOO� XVXDOO\� KDYH� WR� WDNH� SULRULW\� DKHDG� RI� WKH� FODLPV� RI
H[LVWLQJ�FUHGLWRUV��6XFK�µVXSHUSULRULW\¶�IRU�QHZ�ERUURZLQJ�LV�SRVVLEOH
XQGHU�&KDSWHU����DQG��WR�D�PRUH�OLPLWHG�H[WHQW��XQGHU�DGPLQLVWUDWLRQ
DQG� DGPLQLVWUDWLYH� UHFHLYHUVKLS���� 7KHVH� SRLQWV� RI� FRPSDULVRQ� DUH



�

VXPPDULVHG�LQ�7DEOH���

$QRWKHU� SRLQW� RI� FRPSDULVRQ� LV� WKH�PHFKDQLVP� RI� HQWU\�� &KDSWHU� ��
&KDSWHU����DQG�ZLQGLQJ�XS�PD\�EH�FRPPHQFHG�HLWKHU�µYROXQWDULO\¶²
E\�WKH�GHEWRU�ILUP²RU�µLQYROXQWDULO\¶²LQ�UHVSRQVH�WR�D�FRXUW�SHWLWLRQ
ORGJHG� E\� FUHGLWRUV���� WKH� ODWWHU� VXEMHFW� WR� WKH� FRQGLWLRQ� WKDW� LW� EH
GHPRQVWUDWHG�WKDW�WKH�GHEWRU�ILUP�LV�LQ�IDFW�LQVROYHQW�

��
�8QGHU�(QJOLVK

ODZ��WKH�ULJKW�RI�HQWU\�WR�DGPLQLVWUDWLYH�UHFHLYHUVKLS�LV�GHWHUPLQHG�DV
D� PDWWHU� RI� FRQWUDFW� EHWZHHQ� WKH� VHFXUHG� FUHGLWRU� DQG� WKH�GHEWRU
FRPSDQ\��7KH�FUHGLWRU�PD\�VLPSO\�HOHFW� WR�DSSRLQW�D�UHFHLYHU�DW�DQ\
WLPH�VKRXOG�WKH�GHEWRU�GHIDXOW�RQ�DQ\�RI�WKH�FRQGLWLRQV�DWWDFKHG�WR�WKH
ORDQ���� 7KH� RWKHU� (QJOLVK� SURFHGXUHV� LQYROYH� VRPH� IRUP� RI
µVFUHHQLQJ¶� E\� DQ� LQGHSHQGHQW� RIILFLDO�� $GPLQLVWUDWLRQ� UHTXLUHV� D
FRXUW� KHDULQJ�� LQ� ZKLFK� HYLGHQFH� PXVW� EH� SUHVHQWHG� VXIILFLHQW� WR
VDWLVI\� WKH� MXGJH� WKDW� WKH�PDNLQJ�RI�DQ�RUGHU�ZLOO� HQDEOH� HLWKHU� �L�� D
EHWWHU� UHDOLVDWLRQ� RI� WKH� ILUP¶V� DVVHWV� WKDQ�ZRXOG� EH� REWDLQDEOH� LQ� D
ZLQGLQJ�XS��RU� �LL�� WKH�SUHVHUYDWLRQ�RI� WKH�GHEWRU� ILUP¶V�EXVLQHVV��RU
�LLL��IDFLOLWDWH�YRWLQJ�RQ�D�SODQ�RI�UHRUJDQLVDWLRQ����6LPLODUO\��WKH�QHZ
&9$� PRUDWRULXP� SURFHGXUH� ZLOO� UHTXLUH� WKH� DSSURYDO� RI� DQ
LQGHSHQGHQW� QRPLQHH�� ZKR� PXVW� UHIXVH� WR� VXSSRUW� SODQV� ZLWK� QR
UHDVRQDEOH�SURVSHFW�RI�EHLQJ�DFFHSWHG�E\�FUHGLWRUV�

��

,QVROYHQF\�SURFHGXUHV�FDQ�DOVR�EH�FODVVLILHG�DFFRUGLQJ�WR�WKH�RXWFRPH
ZKLFK� WKH\� DUH� JHDUHG� WRZDUGV� RU� SHUPLW²OLTXLGDWLRQ� RU
UHRUJDQLVDWLRQ�� $� SURFHGXUH� JHDUHG� WRZDUGV� OLTXLGDWLRQ� PXVW� PDNH
SURYLVLRQ� IRU� WKH� VDOH²LQ�RQH�ZD\�RU� DQRWKHU²RI� WKH� GHEWRU� ILUP¶V
DVVHWV��&RQYHUVHO\��D�UHRUJDQLVDWLRQ�SURFHGXUH�PXVW�SURYLGH�IRU�VRPH
PHFKDQLVP�E\�ZKLFK�D�SODQ�RI� UHRUJDQLVDWLRQ�� XQGHU�ZKLFK� H[LVWLQJ
FODLPV�DUH�UHVWUXFWXUHG��LV�WR�EH�IRUPXODWHG�DQG�YRWHG�XSRQ��,Q�WKH�86�
WKLV� GLYLVLRQ� LV� TXLWH� VWUDLJKWIRUZDUG�� &KDSWHU� �� SURYLGHV� IRU
OLTXLGDWLRQ� RQO\�� ZKHUHDV� &KDSWHU� ��� LV� JHDUHG� RQO\� WRZDUGV
UHRUJDQLVDWLRQ��0DWWHUV� DUH�PRUH� FRPSOH[� XQGHU� (QJOLVK� ODZ�� XQGHU
ZKLFK�D� VXFFHVVIXO� UHRUJDQLVDWLRQ� LV� OLNHO\� WR� UHTXLUH� WKH�XVH�RI� WZR
SURFHGXUHV�� 7KLV� LV� EHFDXVH� WKH� IRXUWK� µLQVROYHQF\� SURFHGXUH¶
PHQWLRQHG²VFKHPHV� DQG� DUUDQJHPHQWV²DW� SUHVHQW� FRQVLVW� RI� QR
PRUH�WKDQ�PHFKDQLVPV�ZKHUHE\�D�PDMRULW\�YRWH�RI�FUHGLWRUV�FDQ�ELQG



�

PLQRULWLHV� WR� D� SODQ� RI� UHVWUXFWXULQJ�� :KLOVW� VXFK� D� YRWH� FDQ� EH
FRQGXFWHG�RQ�D�VWDQG�DORQH�EDVLV��LW�LV�PRUH�FRPPRQ�WKDW�LW�ZRXOG�EH
FRPELQHG�ZLWK�RQH�RI�WKH�RWKHU�SURFHGXUHV��XVXDOO\�DGPLQLVWUDWLRQ��,W
ZRXOG� EH� SRVVLEOH� WR� DFKLHYH� D� UHRUJDQLVDWLRQ� XVLQJ� WKH� OLTXLGDWLRQ
SURFHGXUH�� EXW� LQ� SUDFWLFH� WKLV� LV� UDUH� GXH� WR� WKH� GLIILFXOWLHV� ZLWK
FRQWLQXHG� WUDGLQJ�� $GPLQLVWUDWLYH� UHFHLYHUVKLS�� KRZHYHU�� DOZD\V
UHVXOWV� LQ�D� VDOH�RI� WKH� ILUP¶V�DVVHWV� WR�D� WKLUG�SDUW\��7DEOHV��� DQG��
FRPSDUH� HQWU\�� H[LW� DQG� RXWFRPH� IRU� 8.� DQG� 86� LQVROYHQF\
SURFHGXUHV�

�� 7KH�JRDOV�RI�LQVROYHQF\�ODZ

3ROLF\PDNHUV�� MXGJHV� DQG� VFKRODUV� GLVDJUHH� DV� WR� ZKLFK� JRDOV� LW� LV
DSSURSULDWH� IRU� LQVROYHQF\� ODZ� WR� VHHN� WR� IXUWKHU�� 7KHVH� GLIIHUHQFHV
RFFXU� DW� VHYHUDO� OHYHOV�� DQG� FRQVHTXHQWO\� SURSRQHQWV� RI� SDUWLFXODU
SRVLWLRQV� RIWHQ� HQG� XS� WDONLQJ� SDVW� RQH� DQRWKHU� �VHH� .RURENLQ�
���������)LUVW�� WKHUH�DUH�FRQIOLFWLQJ�YLHZV�RQ�WKH�SRVLWLYH�TXHVWLRQ�RI
ZKLFK�JRDOV�RU�YDOXHV�LQVROYHQF\�ODZ�GRHV�UHIOHFW��6HFRQGO\��WKHUH�LV�D
QRUPDWLYH� GHEDWH� RYHU� ZKLFK� SROLF\� JRDOV� LQVROYHQF\� ODZ� RXJKW� WR
WDUJHW�� )LQDOO\�� WKHUH� DUH� SUHVFULSWLYH� GLIIHUHQFHV� RYHU� TXHVWLRQV� RI
LPSOHPHQWDWLRQ²KRZ� WKH� ODZ� VKRXOG� EH� VWUXFWXUHG� VR� DV� WR� UHDFK� D
JLYHQ� JRDO�� 7KH� PRGHUQ� GHEDWH� EHJDQ� GXULQJ� WKH� ����V� RYHU� WKH
TXHVWLRQ� ZKHWKHU� LQVROYHQF\� ODZ� GRHV²RU� VKRXOG²VHHN� RQO\� WR
PD[LPLVH� WKH� UHWXUQV� WR� SDLG� FUHGLWRUV� RI� DQ� LQVROYHQW� FRPSDQ\�� RU
ZKHWKHU� RWKHU� JRDOV� GR� RU� VKRXOG� PDWWHU�� VXFK� DV� SUHVHUYLQJ� MREV�
UHKDELOLWDWLQJ� WURXEOHG� ILUPV� DQG� SURWHFWLQJ� WKH� LQWHUHVWV� RI� ORFDO
FRPPXQLWLHV�� 7KH� H[FKDQJHV� EHWZHHQ� WKH� SDUWLFLSDQWV� KDYH� VKDSHG
PXFK�RI� WKH�IROORZLQJ�OLWHUDWXUH��DQG� LW� LV� WKHUHIRUH�KHOSIXO� WR�XVH�DV
DQ�D[LV�DURXQG�ZKLFK�WR�RUJDQLVH�WKH�YDULRXV�FRQWULEXWLRQV�

���� 3RVLWLYH�OHJDO�DQDO\VLV

7KRPDV� -DFNVRQ�� ERWK� LQ� KLV� RZQ�ZRUN�� DQG� LQ� FROODERUDWLYH� SDSHUV
ZLWK�'RXJODV�%DLUG��DGYDQFHG� WKH�SURSRVLWLRQ� WKDW� WKH�86�V\VWHP�RI
FRUSRUDWH� LQVROYHQF\� ODZ� ZDV� SULPDULO\� JHDUHG� WRZDUGV� WKH
PD[LPLVDWLRQ�RI�UHWXUQV�WR�FUHGLWRUV��-DFNVRQ��������������%DLUG�DQG



�

-DFNVRQ�� ������ ������� 3XW� YHU\� VKRUWO\�� -DFNVRQ� DUJXHG� WKDW
LQVROYHQF\� ODZ� ZDV� QR� PRUH� WKDQ� D� FROOHFWLYH� GHEW� FROOHFWLRQ
PHFKDQLVP�� $V� VXFK�� WKH� RQO\� JRDO� LW� VRXJKW� WR� IXUWKHU� ZDV� WKH
PD[LPLVDWLRQ�RI�FUHGLWRUV¶�UHWXUQV�

(QJOLVK� LQVROYHQF\� ODZ� SURYLGHV� VRPH� VXSSRUW� IRU� WKLV� DUJXPHQW���

7KH�LQWHUHVWV�RI�FUHGLWRUV� WDNH�SULPDF\�RYHU� WKH� LQWHUHVWV�RI�DOO�RWKHU
JURXSV� IURP� WKH� PRPHQW� WKDW� WKH� ILUP� VHHPV� WR� EH� LQ� ILQDQFLDO
GLVWUHVV��&RQVLGHU�ILUVW�GLUHFWRUV¶�GXWLHV��,Q�WKH�µWZLOLJKW¶�SHULRG�EHIRUH
OHJDO� LQVROYHQF\� SURFHHGLQJV� FRPPHQFH�� WKH� SULPDU\� FRQWHQW� RI
GLUHFWRUV¶� ILGXFLDU\� GXW\� RI� OR\DOW\� WR� WKH� FRPSDQ\� VKLIWV� WR
FRQVLGHUDWLRQ� RI� WKH� SRVLWLRQ� RI� LWV¶� FUHGLWRUV���� )XUWKHUPRUH�� RQFH
WKHUH� LV� QR� UHDVRQDEOH� SURVSHFW� RI� DYRLGLQJ� LQVROYHQF\� SURFHHGLQJV�
GLUHFWRUV� DUH� VXEMHFW� WR� OLDELOLW\� XQOHVV� WKH\� FHDVH� WUDGLQJ�� RU� WDNH
HYHU\� VWHS� WKHUHRQ� IRU� WKH� EHQHILW� RI� FUHGLWRUV�

��
� 6HFRQGO\�� WKH

GHFLVLRQ�ZKHWKHU�RU�QRW�WR�HQWHU�LQVROYHQF\�SURFHHGLQJV�LV�RQH�ZKLFK
PXVW� EH� WDNHQ� DOPRVW� H[FOXVLYHO\� ZLWK� WKH� LQWHUHVWV� RI� FUHGLWRUV� LQ
PLQG�

��
�7KLUGO\��LQVROYHQF\�SUDFWLWLRQHUV��RQFH�DSSRLQWHG��RZH�GXWLHV

WR� FUHGLWRUV� DORQH�
��
� ,Q� WKLV� IUDPHZRUN�� HPSOR\HUV�� VXSSOLHUV� DQG

FXVWRPHUV�DFKLHYH�SURWHFWLRQ�VROHO\�WKURXJK�WKHLU�VWDWXV�DV�FUHGLWRUV��,W
PD\�WKHUHIRUH�VHHP�UHDVRQDEO\�VWUDLJKWIRUZDUG�WR�LQIHU�IURP�WKLV�WKDW
WKH� SULQFLSDO� SXUSRVH� RI� LQVROYHQF\� ODZ� LV� WKH� PD[LPLVDWLRQ� RI
FUHGLWRU¶V�UHWXUQV�

+RZHYHU�� LW� LV� FOHDU� WKDW� PDQ\� SURYLVLRQV� RI� ERWK� (QJOLVK� DQG� 86
LQVROYHQF\�ODZ�GR�QRW�DSSHDU�WR�EH�GHVLJQHG�IRU�WKLV�SXUSRVH��:DUUHQ�
������������*RRGH����������������3RQRURII�DQG�.QLSSHQEHUJ�������
���������)LQFK���������)LUVW��WKH�ODZ�H[KLELWV�D�ZLOOLQJQHVV�WR�DOWHU�WKH
SULRULW\�UDQNLQJ�RI�FUHGLWRUV¶�FODLPV�LQWHU�VH��)RU�H[DPSOH��HPSOR\HHV
UDQN�DKHDG�RI�XQVHFXUHG�FUHGLWRUV�IRU�FHUWDLQ�ZDJHV��KROLGD\�SD\�DQG
HPSOR\HUV¶� SHQVLRQ� FRQWULEXWLRQV���� /LTXLGDWRUV� DQG� DGPLQLVWUDWLYH
UHFHLYHUV� FRPH� XQGHU� VWDWXWRU\� GXWLHV� WR� UHVSHFW� WKHVH� SULRULWLHV�

��

6HFRQG�� FRUSRUDWH� µUHVFXH¶� RU� UHRUJDQLVDWLRQ� SURFHGXUHV� FDQ
OHJLWLPDWH� RXWFRPHV� ZKLFK� GR� QRW� PD[LPLVH� UHWXUQV� WR� FUHGLWRUV�
3HUKDSV� PRVW� REYLRXVO\�� WKH� &KDSWHU���� UHRUJDQLVDWLRQ� SURFHGXUH
IUHTXHQWO\� UHVXOWV� LQ� WKH� µROG¶� VKDUHKROGHUV� UHFHLYLQJ� FODLPV� LQ� WKH



��

UHRUJDQLVHG�ILUP��HYHQ�WKRXJK�WKH�IDFW�RI�LWV�LQVROYHQF\�ZRXOG�VXJJHVW
WKDW� WKHLU� FODLPV� VKRXOG� EH� H[WLQJXLVKHG�

��
� 8QGHU� (QJOLVK� ODZ�� WKH

DGPLQLVWUDWLRQ�SURFHGXUH�LQFOXGHV�DPRQJVW�LWV�SXUSRVHV��µWKH�VXUYLYDO
RI�WKH�ILUP�DV�D�JRLQJ�FRQFHUQ¶����,W�LV�FRQFHLYDEOH�WKDW�WKLV�JRDO�FRXOG
FRQIOLFW�ZLWK�WKH�PD[LPLVDWLRQ�RI�UHWXUQV�WR�FUHGLWRUV�

��

)RU�-DFNVRQ��WKHVH�SURYLVLRQV�DUH�EHVW�FKDUDFWHULVHG�DV�DEHUUDWLRQV��,I
WKH� LQVROYHQF\� V\VWHP� LV� XQGHUVWRRG� DV� -DFNVRQ� VDZ� LW²VROHO\� D
UHVSRQVH�WR�D�FRPPRQ�SRRO�SUREOHP²WKHQ�FRKHUHQFH�ZRXOG�GHPDQG
WKDW�VXFK�GLVFRUGDQW�SURYLVLRQV�EH�UHIRUPHG��<HW�DV�(OL]DEHWK�:DUUHQ
DQG� RWKHUV� KDYH� SRLQWHG� RXW�� WKH� FRQFOXVLRQ� WKDW� LQVROYHQF\� ODZ
VKRXOG�EH�XQGHUVWRRG�LQ�WKLV�ZD\�FDQQRW�EH�UHDFKHG�RQ�WKH�EDVLV�RI�D
SXUHO\�SRVLWLYH�DQDO\VLV�RI�WKH�ODZ��1RW�RQO\�FDQ�WKHVH�RWKHU�JRDOV�EH
VHHQ� DV� UHIOHFWHG� LQ� WKH� ODZ�� WKRVH� SUHSDULQJ� WKH� OHJLVODWLRQ� FOHDUO\
LQWHQGHG� WKDW� WKH\�EH� WKHUH��6HYHUDO� RI� WKH� WZHOYH� DLPV�RI� FRUSRUDWH
LQVROYHQF\� ODZ� LGHQWLILHG�E\� WKH�&RUN�&RPPLWWHH²IRU� H[DPSOH�� WKH
GLVWULEXWLRQ� RI� SURFHHGV� LQ� D� µIDLU� DQG� HTXLWDEOH¶� PDQQHU�� WKH
UHFRJQLWLRQ� WKDW� µSXEOLF� LQWHUHVWV¶� �QDPHO\�� µRWKHU� JURXSV� LQ� VRFLHW\¶
DSDUW�IURP�WKH�GHEWRU�DQG�LWV�FUHGLWRUV��DUH�DIIHFWHG�E\�LQVROYHQF\�DQG
VKRXOG�EH�VDIHJXDUGHG��DQG�WR�SURYLGH�IRU�WKH�µSUHVHUYDWLRQ�RI�YLDEOH
FRPPHUFLDO�HQWHUSULVHV¶²DUH�OLNHO\�WR�FRQIOLFW�ZLWK�WKH�PD[LPLVDWLRQ
RI� UHWXUQV� WR� FUHGLWRUV� �,QVROYHQF\� /DZ� 5HIRUP� &RPPLWWHH�� �����
SDUD� �������� -DFNVRQ¶V� FODLP� WKDW� WKH� RQO\� OHJLWLPDWH� JRDO� RI
LQVROYHQF\� ODZ� LV� FUHGLWRU� ZHDOWK� PD[LPLVDWLRQ� LV� WKHUHIRUH� D
QRUPDWLYH�RQH�

���� 1RUPDWLYH�DQG�SUHVFULSWLYH�GHEDWH

7KH� QRUPDWLYH� WKHRULHV� ZKLFK� KDYH� EHHQ� FDOOHG� LQ� DLG� RI� SROLF\
SUHVFULSWLRQV� IRU�FRUSRUDWH� LQVROYHQF\� ODZ�DUH� VWULNLQJ� IRU� WKHLU� YHU\
GLYHUVLW\�� ,Q� WKLV� VHFWLRQ�� ZH� ZLOO� FDQYDVV� D� VKRUW� VHOHFWLRQ
FRPSULVLQJ���L��FRQWUDFWDULDQ�DUJXPHQWV���LL��µIDLUQHVV¶���LLL�� WKH�ODZ¶V
LPPDQHQW�JRDOV��DQG��LY��HIILFLHQF\����7KHVH�SRVLWLRQV�KDYH�WKHQ�EHHQ
FRXSOHG�ZLWK�VSHFLILF�SROLF\�SUHVFULSWLRQV�IRU�LQVROYHQF\�ODZ�ZKLFK�LW
LV� FODLPHG� ZLOO� IXUWKHU� WKH� JRDO� LQ� TXHVWLRQ�� /LWWOH� DWWHPSW� ZLOO� EH
PDGH�WR�DGGUHVV�ZKHWKHU�RU�QRW�WKH�SUHPLVHV�RI�WKHVH�DUJXPHQWV�DUH�LQ



��

WKHPVHOYHV�GHIHQVLEOH��VXFK�DQ�HQTXLU\�ZRXOG�EH�IDU�EH\RQG�WKH�VFRSH
RI� WKH� SUHVHQW� SDSHU�� 5DWKHU�� DWWHQWLRQ� ZLOO� EH� SDLG� WR� WKH� LQWHUQDO
FRQVLVWHQF\� RI� WKH� SRVLWLRQV� GHIHQGHG�� GR� WKHLU� SROLF\� SUHVFULSWLRQV
IROORZ�IURP�WKHLU�SUHPLVHV"

2QFH�DJDLQ��LW�VHHPV�DSSURSULDWH�WR�VWDUW�WKH�GLVFXVVLRQ�E\�UHIHUHQFH�WR
-DFNVRQ¶V� �QRUPDWLYH�� FRQWULEXWLRQ�� ZKLFK� ZDV� KLV� FODLP� IRU� WKH
SULPDF\�RI�FUHGLWRU�ZHDOWK�PD[LPLVDWLRQ��7KLV�KH�GHULYHG�WKURXJK�WKH
IUDPHZRUN� RI� WKH� µFUHGLWRUV¶� EDUJDLQ¶�� DQ� HQTXLU\� DV� WR�ZKLFK� OHJDO
SURYLVLRQV� FUHGLWRUV�ZRXOG� DJUHH� VKRXOG� JRYHUQ� D� GHEWRU¶V� ILQDQFLDO
GLVWUHVV��ZHUH� WKH\� DEOH� WR� FRQWUDFW� DERXW� WKH�PDWWHU� LQ� DGYDQFH��+H
DUJXHG�WKDW�VXFK�DQ�µK\SRWKHWLFDO�EDUJDLQ¶�ZRXOG�WR�JLYH�ULVH�WR�UXOHV
WHQGLQJ� WR� PD[LPLVH� WKH� ZHDOWK� DYDLODEOH� WR� DOO� FUHGLWRUV�� 7KH
FUHGLWRUV� FRPLQJ� WR� WKLV� EDUJDLQ� ZRXOG� GR� VR� ZLWK� GLIIHULQJ
HQWLWOHPHQWV�XQGHU�QRQLQVROYHQF\�ODZ��DQG�ZRXOG�QRW�FRQVHQW� WR�DQ\
FKDQJHV�ZKLFK�PDGH� WKHP�UHODWLYHO\�ZRUVH�RII� LQ� LQVROYHQF\��+HQFH
LQVROYHQF\� ODZ� VKRXOG� µUHVSHFW� SUHLQVROYHQF\� SULRULWLHV¶�� ,Q� RWKHU
ZRUGV��FODLPV�DJDLQVW�WKH�VROYHQW�ILUP�VKRXOG�TXDGUDWH�SHUIHFWO\�LQWR
FODLPV� DJDLQVW� WKH� LQVROYHQW� ILUP�� ZLWK� WKH� H[FHSWLRQ� WKDW� �L�
VKDUHKROGHU� FODLPV� DUH� H[WLQJXLVKHG�� DQG� �LL�� FRQWURO� ULJKWV� DUH
FROOHFWLYLVHG�

2QH�QRUPDWLYH�IRXQGDWLRQ�IRU�WKH�µFUHGLWRUV¶�EDUJDLQ¶�IUDPHZRUN�ZDV
WKDW�� EHFDXVH� RI� LWV� LQYRFDWLRQ� RI� µFRQVHQW¶�� LW� UHVSHFWHG� SDUWLHV¶
DXWRQRP\��+RZHYHU��DV�RSSRVHG�WR�DQ�DFWXDO�EDUJDLQ��DQ�K\SRWKHWLFDO
EDUJDLQ� FDQ�RQO\� EH� VDLG� WR� GHULYH�ZHDN� VXSSRUW� IURP� WKH� DUJXPHQW
WKDW� LW� WHQGV� WR� SUHVHUYH� WKH� DXWRQRP\� RI� WKH� µSDUWLHV¶� �7UHELOFRFN�
������������7KH�SDUWLHV�WR�DQ�K\SRWKHWLFDO�EDUJDLQ�KDYH�QHYHU�DFWXDOO\
JLYHQ�DQ\�UHDO�FRQVHQW��)XUWKHUPRUH��RQO\�FUHGLWRUV�DUH�DW�WKH�WDEOH�LQ
-DFNVRQ¶V� K\SRWKHWLFDO� EDUJDLQ�� ZKHUHDV� FRUSRUDWH� LQVROYHQF\� PD\
KDYH� DQ� LPSDFW� RQ� D� ZLGH� UDQJH� RI� RWKHU� VWDNHKROGHUV� �.RURENLQ�
������� 7KH� DXWRQRP\� RI� WKHVH� ODWWHU� SDUWLHV� LV� QHFHVVDULO\� QRW
UHVSHFWHG�E\�VXFK�DQ�K\SRWKHWLFDO�EDUJDLQ��)LQDOO\�� LW�VHHPV�XQOLNHO\
WKDW� VHFXUHG� FUHGLWRUV� ZRXOG� DJUHH� WR� D� VWD\� RI� WKHLU� FODLPV� RQ� WKH
FRPPHQFHPHQW� RI� LQVROYHQF\� SURFHHGLQJV�� DV� KDSSHQV� XQGHU� 86
EDQNUXSWF\�ODZ�
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.RURENLQ� ������� RIIHUHG� DQ� H[SDQGHG� µFRQWUDFWDULDQ¶� IUDPHZRUN
ZKLFK� VRXJKW� WR� FRXQWHU� WKH� REMHFWLRQV� ZKLFK� ZHUH� UDLVHG� WR� WKH
DXWRQRP\�GHIHQFH�RI�-DFNVRQ¶V�IUDPHZRUN��$OO�LQWHUHVWHG�SDUWLFLSDQWV
DUH�LQFOXGHG�DW�WKH�EDUJDLQLQJ�WDEOH��DQG�XQOLNH�-DFNVRQ¶V�IUDPHZRUN
�EXW�VLPLODUO\�WR�WKDW�RI�5DZOV���WKH\�DUH�QRW�SHUPLWWHG�WR�NQRZ�WKHLU
UHVSHFWLYH� UHDO�ZRUOG� SRVLWLRQV�� 7KH� SDUWLHV� DUH� WKHQ� DVNHG� WR� VHOHFW
µJHQHUDO� SULQFLSOHV¶� ZKLFK� VKRXOG� EH� WKH� QRUPV� JXLGLQJ� LQVROYHQF\
ODZ��.RURENLQ� DUJXHV� WKDW� WKHVH� ZRXOG� EH� µLQFOXVLYHQHVV¶²WKDW� WKH
LQWHUHVWV� RI� DOO� DIIHFWHG� SDUWLHV� VKRXOG� EH� WDNHQ� LQWR� DFFRXQW²DQG
µUDWLRQDO� SODQQLQJ¶²WKDW� LQVROYHQF\� ODZ� VKRXOG� �L�� VHHN� WR� PHGLDWH
EHWZHHQ� FRQIOLFWLQJ� LQWHUHVWV� LQ� D� QHXWUDO� IDVKLRQ� DV� IDU� DV� SRVVLEOH�
DQG� �LL�� ZKHUH� WKLV� LV� QRW� SRVVLEOH�� LW� VKRXOG� FKRRVH� WR� SURWHFW� WKH
LQWHUHVWV� RI� WKRVH� ZKR� DUH� PRVW� YXOQHUDEOH� �.RURENLQ�� ������ ����
������ +RZHYHU�� DV� .RURENLQ� IUHHO\� DGPLWV� �LELG��� ���������� WKHVH
SULQFLSOHV� FDQQRW� EH� HQDFWHG� GLUHFWO\�� EXW� PXVW� ILUVW� EH� IOHVKHG� RXW
WKURXJK�D�VHULHV�RI�HYDOXDWLYH�MXGJHPHQWV�DERXW�WKH�SURSHU�FRQWHQW�RI
LQVROYHQF\� ODZ�� +H� RIIHUV� VRPH� WHQWDWLYH�SURSRVDOV� ZKLFK� LPSO\
DPRQJVW� RWKHU� WKLQJV� WKDW� LQVROYHQF\� ODZ� VKRXOG� EH� FRQFHUQHG�ZLWK
LVVXHV� RI� GLVWULEXWLRQ�� LQ� IDYRXU� RI� QRQ�FUHGLWRUV� ZKR� DUH� DGYHUVHO\
DIIHFWHG�� ,Q� FRQWUDVW�� 5DVPXVVHQ� �����D�� DUJXHV� WKDW� SDUWLHV
FRQVLGHULQJ� WKH� GHVLJQ� RI� LQVROYHQF\� ODZ� IURP� D�5DZOVLDQ� µRULJLQDO
SRVLWLRQ¶� ZRXOG� QRW� ZDQW� DQ\� UHGLVWULEXWLRQ� WR� WDNH� SODFH� LQ� WKDW
IRUXP��7KLV�LV�QRW�EHFDXVH�VXFK�UHGLVWULEXWLRQ�VKRXOG�QRW�WDNH�SODFH�DW
DOO�� EXW� MXVW� EHFDXVH� WR� GR� VR� LQ� LQVROYHQF\� ZRXOG� EH� IDU� PRUH
H[SHQVLYH�WKDQ�YLD�WD[DWLRQ�DQG�GLUHFW�WUDQVIHUV��7KHUH�LV�FOHDUO\�PXFK
ZRUN�VWLOO�WR�EH�GRQH�LI�WKLV�WKHRU\�LV�WR�EH�RSHUDWLRQDOLVHG���

$� VHFRQG� QRUPDWLYH� VWDUWLQJ�SRLQW� LV� WR� EHJLQ� ZLWK� WKH� ODZ¶V
LPPDQHQW� YDOXHV�� DQG� WKHQFH� WR� DUJXH� WKDW� WKH�YDOXHV� ZKLFK� DUH
UHIOHFWHG� LQ� WKH� ODZ� DUH� WKH� RQHV� ZKLFK� RXJKW� WR� FRQWLQXH� WR� EH� VR
UHIOHFWHG�

��
� 7KLV� FODLP� ZRXOG� QHDWO\� VROYH� WKH� SUREOHPV� RI

LPSOHPHQWDWLRQ�ZKLFK� DUH� FRPPRQ� WR� WKH� RWKHU� QRUPDWLYH� WKHRULHV�
7KH�SUHVFULSWLRQV�RI� WKLV�SRVLWLRQ�ZRXOG�EH�SHUIHFWO\�FRQJUXHQW�ZLWK
WKH� ODZ� DV� LWV� VWDQGV��+RZHYHU�� WKLV� GRHV� QRW� RIIHU� DQ\� LQGHSHQGHQW
JURXQGV�IRU�SURPRWLQJ�DQ\�RQH��OHW�DORQH�DOO��RI�WKHVH�YDOXHV��,W�VHHPV
PRUH�OLNH�DQ�DG�KRF�DVVXPSWLRQ�WKDW�EHFDXVH�WKHVH�DUH�UHIOHFWHG�LQ�WKH
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ODZ�� WKH\�RXJKW� WKHUHIRUH� WR�EH� LPSOHPHQWHG�� D�FODVVLF�QRQ�VHTXLWXU�
)XUWKHUPRUH��VXFK�D�FODLP�JLYHV�XV�QR�LGHD�RI�WKH�UHODWLYH�LPSRUWDQFH
RI� WKHVH� YDOXHV�� DQG� FRQVHTXHQWO\� KDV� QR� DQVZHUV� WR� WKH� GLIILFXOW
TXHVWLRQV� UDLVHG�E\� FRQIOLFWV� EHWZHHQ� WKHP� LQ� WKH� DSSOLFDWLRQ�RI� WKH
ODZ�WR�KDUG�FDVHV�

$� WKLUG� DSSURDFK� LV� DGYRFDWHG� E\� *URVV� �������� 6KH� EDVHV� KHU
QRUPDWLYH�SRVLWLRQ�RQ�µPXOWLSOH�LQWXLWLYH�IDFWRUV¶�GUDZQ�IURP�LQWHUQDO
UHIOHFWLRQ�RQ�KXPDQ�QDWXUH�DQG�IDLUQHVV�LQ�WKH�LQVROYHQF\�DUHQD��+HU
DSSURDFK� \LHOGV� WZR� LPSRUWDQW� SUHVFULSWLYH� FODLPV�� RQH� DERXW� WKH
WUHDWPHQW�RI�FRPPXQLW\�LQWHUHVWV�LQ�LQVROYHQF\�SURFHHGLQJV��WKH�RWKHU
SRVLWLQJ�LPSRUWDQFH�RI�HTXDOLW\�RI�RXWFRPH�DPRQJVW�FUHGLWRUV��DV�ZHOO
DV�WKH�HTXDOLW\�RI�WUHDWPHQW�SURYLGHG�IRU��WR�D�JUHDWHU�RU�OHVVHU�GHJUHH�
E\� WKH� FXUUHQW� ODZ�� +RZHYHU�� WKHUH� DUH� VLJQLILFDQW� GLIILFXOWLHV
DVVRFLDWHG� ZLWK� EDVLQJ� FODLPV� RQ� XQVWUXFWXUHG� LQWXLWLRQV�� DV� D
FRQVLGHUDWLRQ� RI� WKH� ILUVW� ZLOO� VKRZ�� *URVV� REVHUYHV� WKDW� FRUSRUDWH
LQVROYHQF\� RIWHQ� KDV� DQ� H[DJJHUDWHGO\� DGYHUVH� LPSDFW� RQ� ORFDO
FRPPXQLWLHV� ZKR� UHO\� RQ� WKH� GHEWRU� ILUP� IRU� WKHLU� OLYHOLKRRG�� 6KH
WKHQ�FODLPV�WKDW�SHRSOH�DUH�HVVHQWLDOO\�DOWUXLVWLF��DOWKRXJK�VKH�DGPLWV
WKDW� WKLV� FODLP� LV� QRW� EDVHG� RQ� HPSLULFDO� HYLGHQFH� EXW� LQWURVSHFWLYH
UHIOHFWLRQ��7KXV�SHRSOH�KHOS�FRPPXQLWLHV�EHFDXVH�WKH\�DUH�µZLOOLQJ�WR
IRUHJR� FHUWDLQ� VHOI�LQWHUHVWV� WR� DFFRPSOLVK� ODUJHU� JRDOV�¶� �LELG�� �����
7KLV�REVHUYDWLRQ�LV� WKHQ�H[WUDSRODWHG� WR� MXVWLI\�D�VRUW�RI� µFRPPXQLW\
LQWHUHVW¶�DVSHFW�IRU�LQVROYHQF\�ODZ��,W�LV�DUJXHG�WKDW�FUHGLWRUV�ZLOO�QRW
PLQG�DFFHSWLQJ�D�VOLJKWO\�VPDOOHU�UHWXUQ�LI�LQ�GRLQJ�VR�WKH\�FDQ�KHOS�WR
SUHVHUYH�ORFDO�FRPPXQLWLHV�

(YHQ� LI� LW� LV� DVVXPHG� WKDW� SHRSOH� DUH� LQ� IDFW� DOWUXLVWLF� DW� FRUH���� LW
VHHPV� WKDW� D� GLIILFXOW\� ZLWK� WKH� FODLP� LV� WKH� OLQNDJH� EHWZHHQ� WKH
SRVLWHG� µFRUH¶� DOWUXLVP� DQG� WKH�VSHFLILF� SROLF\� SUHVFULSWLRQV� *URVV
DGYRFDWHV�� 6KH� VXJJHVWV� WKDW� FRPPXQLWLHV� ZLWK� D� SDUWLFXODUO\� FORVH
µQH[XV¶�WR�WKH�LQVROYHQF\�ILUP��DQG�ZKLFK�ZLOO�VXIIHU�µLQMXU\¶�IURP�LWV
LQVROYHQF\�ZKLFK�D�FRXUW�FRXOG�µUHGUHVV¶��VKRXOG�EH�WDNHQ�LQWR�DFFRXQW
E\� MXGLFLDO� GHFLVLRQ�PDNHUV�� ,W� LV� QRW� FOHDU�� KRZHYHU�� ZK\� WKLV
SDUWLFXODU� RXWFRPH� VKRXOG� EH� OHJLVODWHG� IRU�� ,I� SHRSOH�DUH� HQWLUHO\
DOWUXLVWLF��WKHQ�ZH�ZRXOG�H[SHFW�WR�VHH�WKHP�EDLOLQJ�RXW�FRPPXQLWLHV
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ZLWKRXW� OHJLVODWLYH� SURPSWLQJ�� ,I� WKH\� DUH� QRW� HQWLUHO\� EXW� SDUWLDOO\
DOWUXLVWLF�� ZKDW� LV� WR� VD\� WKDW� WKLV� LV� D� SDUWLFXODU� RXWFRPH� WKDW� WKH\
ZRXOG�ZDQW"

��

$� IRXUWK� QRUP� IRU� GHYHORSLQJ� SUHVFULSWLRQV� IRU� LQVROYHQF\� ODZ� LV
HIILFLHQF\�� 7KLV� LV� WKH� VHFRQG� UDWLRQDOH� XQGHUSLQQLQJ� -DFNVRQ¶V
µFUHGLWRUV¶� EDUJDLQ¶�� LQ� D� &RDVHDQ� ZRUOG� RI� ]HUR� WUDQVDFWLRQ� FRVWV�
SDUWLHV�ZRXOG�DJUHH� WR�DQ�HIILFLHQW� DOORFDWLRQ�RI� UHVRXUFHV� UHJDUGOHVV
RI� WKH� LQLWLDO� GLVWULEXWLRQ� RI� ULJKWV�� 7KXV� E\� LPDJLQLQJ� ZKDW� VXFK
SDUWLHV� ZRXOG� FRQWUDFW� IRU�� ZHUH� WKH\� DEOH� WR� GR� VR� ZLWK� IXOO
LQIRUPDWLRQ� DQG� DW� ]HUR� FRVW�� ZH� DUH� DEOH� WR� ZRUN� WRZDUGV� DQ
XQGHUVWDQGLQJ� RI� ZKDW� WKH� HIILFLHQW� OHJDO� UXOH� ZRXOG� EH� �&KHIILQV�
���������������

7KHUH� DUH� RI� FRXUVH� GLIILFXOWLHV� ZLWK� WKH� FODLP� WKDW� HFRQRPLF
HIILFLHQF\�VKRXOG�EH�WKH�RQO\��RU�HYHQ�WKH�PRVW�LPSRUWDQW��JRDO�IRU�ODZ
UHIRUP��7KHVH�GLIILFXOWLHV�QRWZLWKVWDQGLQJ��LW�FDQ�PDNH�VHYHUDO�FODLPV
WR� SULPDF\� LQ� WKH� FRQWH[W� RI� FRUSRUDWH� LQVROYHQF\� ODZ�� )LUVW�� WKH
LPSOHPHQWDWLRQ�TXHVWLRQ�KDV�EHHQ�PRUH�WKRURXJKO\�DGGUHVVHG�IRU�WKLV
SDUWLFXODU�SUHVFULSWLRQ��3URSRVDOV�EDVHG�RQ�HFRQRPLF�HIILFLHQF\�VXIIHU
OHVV�IURP�LQGHWHUPLQDF\�DQG�LQWHUQDO�LQFRKHUHQFH�WKDQ�GR�WKRVH�EDVHG
RQ�WKH�RWKHU�QRUPDWLYH�SRVLWLRQV��6HFRQG��LW� LV�SRVVLEOH�WR�µFORVH�RII¶
DUJXPHQWV�IURP�RWKHU�QRUPDWLYH�SRVLWLRQV�LQ�WKH�FRQWH[W�RI�FRUSRUDWH
LQVROYHQF\� ODZ�� (YHQ� LI� LW� WKHLU� QRUPDWLYH� SUHPLVHV� DUH� DFFHSWHG�
FRUSRUDWH� LQVROYHQF\� ODZ�LV�D�SRRU�YHKLFOH�IRU� IXUWKHULQJ� WKHLU�JRDOV�
)RU� H[DPSOH�� WDNH� WKH� LVVXH� RI� UHGLVWULEXWLRQ� IURP� FUHGLWRUV� WR� RWKHU
VWDNHKROGHUV�H[�SRVW��6FKZDUW]��������DUJXHV�WKDW�WKLV�FDQ�EH�DFKLHYHG
PRUH�FKHDSO\�WKURXJK�VXEVLGLHV�GLUHFWO\� WR� WKH�VWDNHKROGHU�JURXSV� LQ
TXHVWLRQ�� 7KLV� LV� QR� PRUH� WKDQ� WKH� IOLSVLGH� RI� WKH� IDLOLQJV� RI� WKRVH
DGYRFDWLQJ�VWDNHKROGHUV�ULJKWV�WR�DQVZHU�WKH�LPSOHPHQWDWLRQ�TXHVWLRQ�

7KLUG�� HYHQ� LI� WKH� QRUPDWLYH� SUHPLVHV� RI�ZHOIDUH� HFRQRPLFV� DUH� QRW
DFFHSWHG��WKH�ODZ�DQG�HFRQRPLFV�OLWHUDWXUH�RQ�FRUSRUDWH�LQVROYHQF\�LV
VWLOO�KLJKO\�UHOHYDQW�WR�SROLF\�PDNHUV��7R�FXW�WR�WKH�FKDVH��WKH�DQVZHUV
WKLV�OLWHUDWXUH�SURYLGHV�WR�WKH�µLPSOHPHQWDWLRQ�TXHVWLRQ¶�DUH�RI�LQWHUHVW
WR� DQ\RQH� VHHNLQJ� WR� IRUPXODWH� SROLF\� SUHVFULSWLRQV�� 7KH� SRVLWLYH
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DQDO\VHV� LW� FRQWDLQV� RI� WKH� ZD\� LQ� ZKLFK� UDWLRQDO� DFWRUV� UHVSRQG� WR
FKDQJHV� LQ� WKH� OHJDO� UHJLPH�� $V� UHVRXUFHV� DUH� QRW� XQOLPLWHG�� LW� ZLOO
FHWHULV�SDULEXV�EH�SUHIHUDEOH� WR�DFKLHYH�DQ\�JLYHQ�VRFLDO�JRDO�DW� OHVV
UDWKHU�WKDQ�PRUH�FRVW��µFRVW¶�UHSUHVHQWLQJ�UHVRXUFHV�ZKLFK�FDQ�EH�XVHG
WR� DFKLHYH� RWKHU� VRFLDO� JRDOV�� ZKDWHYHU� WKH\� PD\� EH��� +HQFH
ZKLFKHYHU�QRUPDWLYH�WKHRU\�LV�VXEVFULEHG�WR�� LWV� LPSOHPHQWDWLRQ�ZLOO
EH� VXEMHFW� WR� D� UHJXODWRU\� FRVW�EHQHILW� FRQVWUDLQW�� 7KH� ODZ� DQG
HFRQRPLFV� OLWHUDWXUH� WKHUHIRUH� SURYLGHV� LQVLJKWV� LQWR� KRZ� WR
LPSOHPHQW� WKH� JRDOV� RI� DQ\� JLYHQ� WKHRU\�� ,W� LV� WKLV�� UDWKHU� WKDQ� WKH
LQKHUHQW� QRUPDWLYH� DWWUDFWLYHQHVV� RI� HIILFLHQF\�� ZKLFK� PDNHV� LW
LPSRUWDQW�WR�SROLF\�PDNHUV��,W�LV�WR�WKLV�OLWHUDWXUH�WKDW�ZH�QRZ�WXUQ�

�� (FRQRPLF�WKHRULHV�RI�LQVROYHQF\�ODZ

)LQDQFLDO� HFRQRPLVWV� YLHZ� WKH� FRVWV� RI� ILQDQFLDO� GLVWUHVV� DV� D
FRQFRPLWDQW� IHDWXUH�RI�GHEW� ILQDQFH��7KH� IXQFWLRQ�RI� LQVROYHQF\�DQG
UHODWHG� DVSHFWV� RI� GHEWRU�FUHGLWRU� ODZ� LV� WKHUHIRUH� WR� PLQLPLVH� WKH
FRVWV�RI�GHEW� ILQDQFH��H�J��6FKZDUW]��������� ,Q�RUGHU� WR�VHH�KRZ�WKLV
PD\�EH�GRQH��ZH�ZLOO�FRQVLGHU�LQ�WXUQ�WKH�QDWXUH�RI�GHEW��WKH�FRVWV�LW
FDQ� JLYH� ULVH� WR�� DQG� KRZ� LQVROYHQF\� SURFHGXUHV�PD\� UHGXFH� WKHVH�
&UHGLWRUV� KDYH� D� OHJDO� SRZHU�� IROORZLQJ� GHIDXOW�� WR� KDYH� D� GHEWRU¶V
DVVHWV�VHL]HG�DQG�OLTXLGDWHG�WR�FRYHU�WKH�GHEW����7KH�H[LVWHQFH�RI�WKLV
SRZHU� JLYHV� GHEWRUV� DQ� H[� DQWH� LQFHQWLYH� WR� UHSD\�� DQG� LQGHHG� LW� LV
LQFRQFHLYDEOH�WKDW�ERUURZLQJ�FRXOG�EH�VXVWDLQHG�ZLWKRXW�WKH�JUDQW�RI
VXFK� D� SRZHU�� &UHGLWRUV¶� LQYHVWPHQWV�� RQFH� VXQN�� DUH� KLJKO\�ILUP�
VSHFLILF��,I�WKH\�KDG�QR�SRZHU�WR�VHL]H�DVVHWV� LQ�WKH�HYHQW�RI�GHIDXOW�
WKHQ�WKH\�ZRXOG�EH�YXOQHUDEOH�WR�H[SURSULDWLRQ�E\�VKDUHKROGHUV��ZKR
FRXOG�VLPSO\�UHIXVH� WR�UHSD\��+RZHYHU��VXFK�JUDQWV�EULQJ�ZLWK� WKHP
FRVWV²LQ� SDUWLFXODU� WKRVH� JHQHUDWHG� E\� FUHGLWRU�GHEWRU� DQG� LQWHU�
FUHGLWRU� FRQIOLFWV�RI� LQWHUHVW²ZKLFK�FRUSRUDWH� �LQVROYHQF\�� ODZ� DOVR
KHOSV�WR�UHGXFH�

7KH�XVH�RI�GHEW�FUHDWHV�FRVWV�H[�SRVW��DIWHU�HQIRUFHPHQW�RFFXUV��7KHVH
HQFRPSDVV� ILUVW�� WKH� µGLUHFW¶� FRVWV� RI� ILQDQFLDO� GLVWUHVV�� WKH
SURIHVVLRQDO� IHHV� LQFXUUHG� �ODZ\HUV�� DFFRXQWDQWV� DQG� RWKHU� YDOXDWLRQ
H[SHUWV�� LQ� VHHNLQJ� WR� UHVWUXFWXUH� RU� WHUPLQDWH� WKH� ILUP�� ,Q� WHUPV� RI
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DOORFDWLYH�HIILFLHQF\��WKH\�DUH�D�GHDG�ZHLJKW�ORVV��(PSLULFDO� UHVHDUFK
EDVHG� RQ� 86� ILUPV� VXJJHVWV� WKDW� WKHVH� DUH� UHODWLYHO\� VPDOO� LQ
FRPSDULVRQ� ZLWK� ILUPV
� WRWDO� YDOXHV�

��
� 6HFRQG�� DQG� SUREDEO\� PRUH

LPSRUWDQWO\�� WKHUH� DUH� OLNHO\� WR� EH� ORVVHV� UHVXOWLQJ� IURP� LQHIILFLHQW
GHSOR\PHQW�RI� WKH� ILUP¶V� DVVHWV� H[�SRVW�� ,I�� IRU� H[DPSOH�� WKH� ILUP� LV
ZRUWK� PRUH� DV� D� JRLQJ� FRQFHUQ� WKDQ� RQ� D� EUHDN�XS� EDVLV�� EXW
QRQHWKHOHVV�ILQDQFLDO�GLVWUHVV�UHVXOWV�LQ�LWV�FORVXUH��WKHQ�WKHUH�ZLOO�EH�D
VRFLDO� ORVV� HTXLYDOHQW� WR� WKH� GLIIHUHQFH� �:KLWH�� ����D�� ������
&UHGLWRUV�DUH�QRW�XVXDOO\�LQ�WKH�EXVLQHVV�RU�UXQQLQJ�ILUPV��DQG�KHQFH
WKH\�ZLOO�ZLVK�WR�VHOO�WKH�DVVHWV�WR�D�WKLUG�SDUW\��RU�WR�UHQHJRWLDWH�ZLWK
WKH�LQFXPEHQW�PDQDJHUV�DQG�VKDUHKROGHUV��+RZ�ZHOO�WKH�DVVHWV�HQG�XS
EHLQJ�GHSOR\HG�ZLOO�EH�D�IXQFWLRQ�RI��L��WKH�TXDOLW\�RI�WKH�LQIRUPDWLRQ
DYDLODEOH� WR� WKH� FUHGLWRUV� DERXW� WKH� ILUP¶V� YDOXH� XQGHU� GLIIHUHQW
SRVVLEOH� FRXUVHV� RI� DFWLRQ�� �LL�� WKH� IXQFWLRQLQJ� RI� WKH� PDUNHW� IRU
�DVVHWV� RI�� GLVWUHVVHG� ILUPV�� �LLL�� WKH� FUHGLWRUV¶� DELOLW\� WR� FR�RUGLQDWH
WKHLU�DFWLRQV�

7KHUH�ZLOO�DOVR�EH�H[�DQWH�FRVWV��7KH�SURVSHFW�RI�GHIDXOW�ZLOO�JLYH�ULVH
WR� SHUYHUVH� LQFHQWLYHV� IRU� LQFXPEHQWV�� 2Q� WKH� RQH� KDQG�� LW� LV� ZHOO�
NQRZQ� WKDW� ZHDOWK� �LQ� DQ� H[SHFWHG�YDOXH� VHQVH�� FDQ� EH� WUDQVIHUUHG
IURP� GHEW� WR� HTXLW\� E\� LQFUHDVLQJ� WKH� ULVNLQHVV� RI� D� ILUP¶V� SURMHFWV
RQFH�D�ORDQ�KDV�EHHQ�PDGH��-HQVHQ�DQG�0HFNOLQJ��������0\HUV�������
6PLWK� DQG� :DUQHU�� ������ %DUQHD� HW� DO�� ��������� 7KHVH� FRVWV�
VRPHWLPHV� UHIHUUHG� WR� DV� µILQDQFLDO� DJHQF\� FRVWV�¶� DUH� PRUH
SURQRXQFHG�ZKHUH� VKDUHKROGHUV� DQG�PDQDJHUV¶� LQWHUHVWV� DUH� DOLJQHG�
DV� LQ� D�FORVHO\�KHOG� GHEWRU�� ,W� LV� DUJXDEOH� WKDW� IRU� VROYHQW� ILUPV�� WKH
PRVW�VLJQLILFDQW�PHFKDQLVP�IRU�PLQLPLVLQJ� WKHVH�FRVWV� LV� UHSXWDWLRQ�
$�ILUP�ZKLFK�PXVW�UHWXUQ�WR�WKH�PDUNHW�IRU�FRUSRUDWH�FUHGLW�ZLOO�KDUP
LWV�RZQ�ORQJ�WHUP�LQWHUHVWV�E\�µEDLWLQJ¶�LWV�FUHGLWRUV��VHH�%UHDOH\�DQG
0\HUV�� ������ ���������� +HQFH� ILQDQFLDO� DJHQF\� FRVWV� DUH� PRVW
VLJQLILFDQW�LQ�WKHLU�JXLVH�DV�D�µODVW�SHULRG�SUREOHP¶²DQG�DV�VXFK�PD\
SHUKDSV�EHVW�EH�YLHZHG�DV�DQ�DVVRFLDWHG�FRVW�RI�ILQDQFLDO�GLVWUHVV���

:KHUH�PDQDJHUV¶�DQG�VKDUHKROGHUV¶�LQWHUHVWV�DUH�QRW�ZHOO�DOLJQHG��DV
PD\� RIWHQ� EH� WKH� FDVH� LQ� ODUJH� SXEOLF� ILUPV�� WKHQ� ILQDQFLDO� DJHQF\
FRVWV� LQ� WKH� VHQVH� GLVFXVVHG� DERYH� ZLOO� QRW� EH� VXFK� D� SUREOHP�
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+RZHYHU�� PDQDJHUV¶� LQFHQWLYHV� PD\� EH� DGYHUVHO\� DIIHFWHG� E\
LPPLQHQW�ILQDQFLDO�GLVWUHVV��)LQDQFLDO�GLVWUHVV�IUHTXHQWO\�UHVXOWV�LQ�WKH
UHPRYDO� RI� FRUSRUDWH� PDQDJHUV�� HYHQ� LI� WKH� GHEW� FRQWUDFWV� DUH
UHQHJRWLDWHG� �*LOVRQ�� ������ *LOVRQ� DQG� 9HWVX\SHQV�� ������� 7KLV
SURFHVV�LV�WKH�GHEW�EDVHG�HTXLYDOHQW�RI�D�KRVWLOH�WDNHRYHU��ZKDW�PLJKW
EH� WHUPHG� D� µWDNHXQGHU¶� �$UPRXU� DQG� )ULVE\�� ������� 0DQDJHUV
W\SLFDOO\�ILQG�LW�GLIILFXOW�WR�ILQG�WRS�OHYHO�HPSOR\PHQW�DJDLQ�DIWHU�WKLV
W\SH� RI� HYHQW� �*LOVRQ�� ������� 7KXV�� LQ� WKH� µWZLOLJKW¶� SHULRG� SULRU� WR
GHIDXOW�� PDQDJHUV� PD\� KDYH� VWURQJ� LQFHQWLYHV� WR� µEHW� WKH� ILUP¶� RQ
KLJK�ULVN�SURMHFWV�VR�DV�WR�DYRLG�ORVLQJ�WKHLU�MREV��$OWHUQDWLYHO\��WKH\
PD\�VLPSO\�µJLYH�XS¶��WDNLQJ�WKH�YLHZ�WKDW�WKH�SD\RII�WR�WKHLU�HIIRUWV�LV
OLNHO\� WR� EH� ORZ�� DQG� WKDW� WDNLQJ� PRUH� OHLVXUH� WLPH� LV� WKHUHIRUH
RSWLPDO��$V�7ULDQWLV��������������SXWV�LW�

µ>7@KH�PDQDJHU¶V�ZRUU\�DERXW�IDOOLQJ�WKURXJK�WKLQ�LFH�GRHV�QRW�DOZD\V
OHDG�WR�VXSHULRU�SHUIRUPDQFH��LW�PD\�LQVWHDG�OHDG�WR�D�IDWDOLVWLF�VHQVH
WKDW�HIIRUW�PLJKW�EH�ZDVWHG�LQ�D�IXWLOH�FDXVH�¶

)LQDOO\�� WKH� DFWXDO� FRQGXFW� RI� QHJRWLDWLRQV� SHUWDLQLQJ� WR� GHIDXOW� LV
OLNHO\� WR� KDYH� DQ� DGYHUVH� LPSDFW� RQ� PDQDJHULDO� GHFLVLRQ�PDNLQJ�
VLQFH� WKH\� DUH� OLNHO\� WR� EHFRPH� GLVWUDFWHG� IURP� UXQQLQJ� WKH� ILUP
�0HJJLQVRQ�������������

:H�QRZ�WXUQ�WR�D�FRQVLGHUDWLRQ�RI�YDULRXV�OHJDO�UHVSRQVHV�WR�WKH�FRVWV
RI� ILQDQFLDO� GLVWUHVV�� 7KHVH� FDQ� EH� XQGHUVWRRG� DV� IDOOLQJ� LQWR� WZR
FDWHJRULHV��WKRVH�ZKLFK�UHVSRQG� WR� WKH�H[�SRVW�FRVWV�RI�HQIRUFHPHQW�
DQG� WKRVH� ZKLFK� VHHN� WR� HQVXUH� HIILFLHQW� LQFHQWLYHV� H[� DQWH�� 7KH
GLVFXVVLRQ� ZLOO� LQ� HDFK� FDVH� H[SODLQ� WKH� UHOHYDQW� LQFHQWLYH� HIIHFWV�
IROORZHG� E\� UHOHYDQW� HPSLULFDO� HYLGHQFH� DQG� SURYLVLRQV� RI� (QJOLVK
DQG�86�FRUSRUDWH�LQVROYHQF\�ODZ�

���� ([�SRVW�FRVWV��,QVROYHQF\�ODZ�DQG�WKH�SULVRQHU¶V�GLOHPPD

$FFRUGLQJ� WR� WKH� PRVW� IDPRXV� DQDO\VLV�� LQVROYHQF\� ODZ� H[LVWV� DV� D
UHVSRQVH� WR� D� FRPPRQ� SRRO� SUREOHPV� IDFHG� E\� FUHGLWRUV�� 7KLV
DSSURDFK� LV� GXH� WR� -DFNVRQ� �������� ZKR� FRQFOXGHG� WKDW� D� VWDWH�
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VXSSOLHG� LQVROYHQF\� FRGH� ZDV� QHFHVVDU\� WR� PDQGDWH� D� FR�RSHUDWLYH
VROXWLRQ��-DFNVRQ¶V�PRGHO�FRQVLGHUHG�WKH�SRVLWLRQ�RI�WKH�FUHGLWRUV�RI�D
ILQDQFLDOO\� GLVWUHVVHG� ILUP� ZKR�GR� QRW� KDYH� WKH� DELOLW\� WR� LQYRNH� D
VWDWH�VXSSOLHG� LQVROYHQF\� FRGH��7KH\� DUH�� KRZHYHU�� HQWLWOHG� WR�PDNH
XVH� RI� FRXUW�VDQFWLRQHG� LQGLYLGXDO� GHEW�FROOHFWLRQ� SURFHGXUHV�� 7KH
OHJDO� VWUXFWXUH� RI� WKHVH� SURFHGXUHV� LV� DUFKDLF�� EXW� WKHLU� RSHUDWLRQ� LV
UHODWLYHO\� VLPSOH� WR� XQGHUVWDQG�� 7KH� FUHGLWRU� ILUVW� REWDLQV� D� FRXUW
MXGJPHQW�DJDLQVW�WKH�GHEWRU��FHUWLI\LQJ�WKDW�WKH�ODWWHU�KDV�IDLOHG�WR�SD\
D�GXH�GHEW��7KLV�LV�WKHQ�WDNHQ�WR�D�VWDWH�HQIRUFHPHQW�RIILFLDO²VXFK�DV
D� EDLOLII� RU� VKHULII²ZKR� LV� WKHUHE\� PDQGDWHG� WR� VHL]H� WKH� GHEWRU¶V
DVVHWV�WR�WKH�YDOXH�RI�WKH�RXWVWDQGLQJ�GHEW��,I�WKH�GHEWRU�GRHV�QRW�SD\
LPPHGLDWHO\�� WKH� DVVHWV� DUH� VROG� DQG� WKH� SURFHHGV� SDVVHG� WR� WKH
FUHGLWRU�� :KHUH� WKH� GHEWRU� KDV� PXOWLSOH� XQSDLG� FUHGLWRUV�� WKH
FUHGLWRUV¶� FODLPV� WR� WKH� SURFHHGV� RI� HQIRUFHPHQW� SURFHGXUHV� DUH
UDQNHG�LQ�WKH�RUGHU�WKDW�ZULWV�DUH�GHOLYHUHG�WR�WKH�VKHULII���

7KLV� µILUVW� FRPH�� ILUVW� VHUYHG¶� DSSURDFK� FDQ� SURYRNH� DQ� LQHIILFLHQW
µUDFH�WR�FROOHFW¶��&RQVLGHU�WKH�IROORZLQJ�VLPSOH�H[DPSOH��$�FRUSRUDWH
GHEWRU�KDV�WZR�FUHGLWRUV��HDFK�RZHG�����,I�LWV�DVVHWV�DUH�EURNHQ�XS�DQG
VROG� SLHFHPHDO�� ���� ZLOO� EH� UHDOLVHG�� ,I� HLWKHU� FUHGLWRU� H[HUFLVHV� LWV
SRZHU�RI�LQGLYLGXDO�HQIRUFHPHQW��WKHQ�FUXFLDO�DVVHWV�DUH�VROG�DQG�WKH
GHEWRU� ILUP� LV� XQDEOH� WR� FRQWLQXH� LQ� EXVLQHVV�� PHDQLQJ� WKDW� D
SLHFHPHDO�VDOH�PXVW�RFFXU��(DFK�FUHGLWRU�PD\�DOWHUQDWLYHO\�ZDLW��µFR�
RSHUDWH¶�� DQG� QRW� HQIRUFH�� ,I� ERWK� GR� WKLV�� WKHQ� WKH\�ZLOO� EH� DEOH� WR
DJUHH� WR� D� FROOHFWLYH� GHFLVLRQ� DERXW� WKH� GHEWRU¶V� IXWXUH�� 7KHUH� DUH�
EURDGO\� VSHDNLQJ�� WZR� FROOHFWLYH� VWUDWHJLHV� ZKLFK� WKH\� PD\�ZLVK� WR
WDNH�� )LUVW�� WKH\� PD\� ZLVK� WR� VHOO� WKH� GHEWRU¶V� EXVLQHVV� DV� D� JRLQJ
FRQFHUQ� UDWKHU� WKDQ� DV� D� VHSDUDWH� FROOHFWLRQ� RI� DVVHWV�� 6HFRQG�� WKH\
PD\�WDNH�WKH�YLHZ�WKDW� WKH�GHEWRU¶V� WURXEOHV�FDQ�EH�ZRUNHG�RXW�E\�D
FROOHFWLYH� GHEW� UHQHJRWLDWLRQ� SDFNDJH�� ZKHUHE\� VRPH� ORDQV� DUH
UHVFKHGXOHG� RU� FRQYHUWHG� WR� HTXLW\��:KHUH� HLWKHU� RI� WKHVH� VWUDWHJLHV
ZRXOG� \LHOG� D� JUHDWHU� WRWDO� SD\RII� WR� WKH� FUHGLWRUV� WKDQ� SLHFHPHDO
OLTXLGDWLRQ�� LW� ZRXOG� EH� HIILFLHQW� IRU� WKHP� WR� DGRSW� LW� DV� D� JURXS�
$VVXPH� IRU� WKH� PRPHQW� WKDW� RQH� RU� RWKHU� RI� WKHVH� VROXWLRQV� ZLOO
JHQHUDWH�D�WRWDO�UHWXUQ�WR�WKH�FUHGLWRUV�RI������8QLODWHUDO�FR�RSHUDWLRQ
GRHV�QRW�SD\�� ,I�HLWKHU�FUHGLWRU�HQIRUFHV�DQG� WKH�RWKHU�GRHV�QRW�� WKHQ
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WKH�HQIRUFHU�ZLOO�EH�IXOO\�UHSDLG��DQG� WKH�FR�RSHUDWRU�ZLOO�GR�SRRUO\�
7KH�XQLODWHUDO� HQIRUFHU¶V�SD\RII� H[FHHGV� WKDW�ZKLFK�KH� FRXOG� H[SHFW
IURP� PXWXDO� FR�RSHUDWLRQ�� DQG� KHQFH� HDFK� FUHGLWRU� ZLOO� VHHN� WR
HQIRUFH� LI� KH� EHOLHYHV� WKH� RWKHU� ZLOO� FR�RSHUDWH�� &RQYHUVHO\�� DV
XQLODWHUDO� FR�RSHUDWLRQ� LV� ZRUVH� WKDQ� PXWXDO� HQIRUFHPHQW�� HDFK
FUHGLWRU�ZLOO� VHHN� WR� HQIRUFH� LI� KH� EHOLHYHV� WKH� RWKHU�ZLOO� GR� VR� WRR�
&R�RSHUDWLRQ� LV� WKHUHIRUH� VWULFWO\� GRPLQDWHG� E\� HQIRUFHPHQW�� HDFK
FUHGLWRU� LV� DOZD\V� EHWWHU� RII� HQIRUFLQJ�� UHJDUGOHVV� RI� ZKDW� WKH� RWKHU
ZLOO�GR��6LQFH� WKLV�SD\RII�VWUXFWXUH� LV� FRPPRQ� WR�ERWK�FUHGLWRUV�� WKH
UHVXOW� ZLOO� EH� WKDW� ERWK� HQIRUFH�� +RZHYHU�� WKLV� LV� FROOHFWLYHO\
LQHIILFLHQW��VLQFH�RQO\�����LV�UHDOLVHG�UDWKHU�WKDQ�����

-DFNVRQ�SRLQWHG�RXW�WKDW�D�PDQGDWRU\�LQVROYHQF\�SURFHGXUH�FDQ�DYRLG
WKH� SULVRQHU¶V� GLOHPPD� IRU� FUHGLWRUV�� $V� ZH� KDYH� VHHQ�� LQVROYHQF\
SURFHGXUHV�XVXDOO\�UHTXLUH�WKH�GHEWRU�RU�RQH�RI�WKH�FUHGLWRUV�WR�WULJJHU
HQWU\��$VVXPLQJ� WKDW� WKH� OHJDO�SURFHGXUH� LV� FRVWOHVVO\� DEOH� WR�HQVXUH
WKDW� WKH�FRUUHFW�GHSOR\PHQW�GHFLVLRQ� LV� WDNHQ�DV� WR� WKH� ILUP¶V�DVVHWV�
WKHQ�WKH�SD\RIIV�WR�WKH�FUHGLWRUV�ZLOO�EH���������LI�WKH�SURFHGXUH�LV�XVHG�
3HUKDSV�PRUH� WKDQ�DQ\�RWKHU� WHFKQLTXH�� WKLV�FROOHFWLYLVDWLRQ�KHOSV� WR
UHGXFH� WKH� FRVWV� RI� FUHGLWRU� GHFLVLRQ�PDNLQJ� E\� UHPRYLQJ� WKH
SRVVLELOLW\� RI� D� 
UDFH� WR� FROOHFW� 
� �-DFNVRQ�� ������ ������ %DLUG� DQG
-DFNVRQ�� ������� ,W� FRXOG� PRVW� REYLRXVO\� EH� LPSOHPHQWHG� WKURXJK� D
IRUPDO�VWD\�RI�FODLPV��DV�XQGHU�WKH�µDXWRPDWLF�VWD\¶�RI�86�EDQNUXSWF\
ODZ����$�VLPLODU�HIIHFW� LV�KDG�XSRQ�WKH�FODLPV�RI�XQVHFXUHG�FUHGLWRUV
E\�WKH�FRPPHQFHPHQW�RI�ZLQGLQJ�XS�SURFHHGLQJV�LQ�WKH�8.�

��
�RU�RQ

WKRVH� RI� DOO� FUHGLWRUV� E\� WKH� EULQJLQJ� RI� D� VXFFHVVIXO� SHWLWLRQ� IRU
DGPLQLVWUDWLRQ�

��
� +RZHYHU�� VHFXULW\� LQWHUHVWV� FDQ� DOVR� EH� YLHZHG� DV

HIIHFWLQJ�D�WUDQVIRUPDWLRQ�RI�LQGLYLGXDO�SURSHUW\�ULJKWV�LQWR�D�XQLILHG
DVVHW�SRRO��EHFDXVH�E\�HVWDEOLVKLQJ�FOHDUO\�LQ�DGYDQFH�ZKR�LV�HQWLWOHG
WR� HQIRUFH� DJDLQVW� ZKLFK� DVVHWV�� LW� UHPRYHV� WKH� LQFHQWLYH� WR� VWDUW� D
µUDFH� WR�FROOHFW¶� �3LFNHU�����������:H�QRZ�WXUQ� WR�D�FRQVLGHUDWLRQ�RI
WKH�YDULRXV� IHDWXUHV�RI� LQVROYHQF\�SURFHGXUHV� WKDW�JLYH� ULVH� WR� FRVWV�
DQG�RI�SURSRVHG�LPSURYHPHQWV�
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�� &UHGLWRU�GHFLVLRQ�PDNLQJ

&ROOHFWLYH�ULJKWV� UHTXLUH�FROOHFWLYH�GHFLVLRQ�PDNLQJ��7KH�PHFKDQLVP
ZKLFK� LV�DGRSWHG�IRU�PDNLQJ�GHFLVLRQV� LV�FUXFLDO� WR� WKH�HIILFLHQF\�RI
WKH� SURFHGXUH�� )LUVW�� LW� ZLOO� LPSDFW� RQ� WKH� DPRXQW� RI� WLPH� WDNHQ� WR
UHVROYH� WKH� LVVXHV��2Q� WKH�ZKROH�� WKH�PRUH�TXLFNO\�GHFLVLRQV� FDQ�EH
WDNHQ�� WKH� ORZHU� WKH� GLUHFW� FRVWV� RI� ILQDQFLDO� GLVWUHVV���� ,W� VHHPV
SODXVLEOH� WKDW� UDSLG� GHFLVLRQ�PDNLQJ� PD\� UHGXFH� WKH� 
XQFHUWDLQW\
FRVWV
� RI� ILQDQFLDO� GLVWUHVV�� 6HFRQG�� WKH� DFFXUDF\� RI� WKH� GHFLVLRQV
DFKLHYHG� E\� WKH� SURFHGXUH� ZLOO� LPSURYH� WKH� HIILFLHQF\� RI� WKH
DOORFDWLRQ�RI� WKH� ILUP
V� DVVHWV� H[� SRVW�� 7KLUG�� WKH� VFRSH� IRU� VWUDWHJLF
EHKDYLRXU²ZKLFK�RSWLPDOO\�ZLOO�EH�PLQLPLVHG²ODUJHO\�GHSHQGV�RQ
WKH�SURFHGXUH�WKDW�LV�DGRSWHG�

$�QXPEHU�RI� IDFWRUV� LQKLELW� FROOHFWLYH�GHFLVLRQ�PDNLQJ�E\� FUHGLWRUV�
)LUVW�� WKHLU� LQGLYLGXDO� ULJKWV� JLYH� WKHP� LQFHQWLYHV� WR� HQJDJH� LQ
VWUDWHJLF� 
KROG�XS
�EHKDYLRXU��:KLOVW�D�VWD\�RI�FODLPV�PD\�UHGXFH�WKH
SUREOHP��LW�FDQ�EH�H[SHFWHG�WR�SHUVLVW�LQ�D�IDLUO\�VWURQJ�IRUP�VR�ORQJ
DV� D� XQDQLPRXV� GHFLVLRQ� LV� UHTXLUHG�� +HQFH� PDMRULW\� YRWLQJ�� RU
GHOHJDWLRQ�RI�GHFLVLRQ�PDNLQJ�WR�DQ�DJHQW��PD\�EH�QHFHVVDU\��,QGHHG�
RQH� RU� ERWK� RI� WKHVH� DUH� IHDWXUHV� RI� DOO� WKH� (QJOLVK� DQG� $PHULFDQ
FRUSRUDWH� LQVROYHQF\� SURFHGXUHV�� 6HFRQG�� DV\PPHWULF� LQIRUPDWLRQ
EHWZHHQ�FUHGLWRUV�LV�OLNHO\�WR�OHDG�WR�GLVSXWHV�RYHU�WKH�EHVW�PHDQV�RI
GHSOR\LQJ�WKH�ILUP
V�DVVHWV��'LIIHULQJ�H[SHFWDWLRQV�JLYH�ULVH�WR�FRQIOLFW
RYHU�ZKDW�WKH�ILUP¶V�DVVHWV²DQG�KHQFH�FUHGLWRUV¶�FODLPV²VKRXOG�EH

ZRUWK
��7KLUG��KHWHURJHQHRXV�SULRULWLHV�DPRQJVW�FUHGLWRUV�JLYHV�SDUWLHV
LQFHQWLYHV� WR� EDFN� RXWFRPHV� ZKLFK� UHVXOW� LQ� WKH� ODUJHVW� SD\RIIV� WR
WKHP��5RH��������%DLUG��������%HEFKXN�����������)RU�H[DPSOH��VHQLRU
FODLPDQWV�ZKRVH�FODLPV�DUH�IXOO\�FRYHUHG�ZLOO�SUHIHU�D�UDSLG�FDVK�VDOH�
ZKHUHDV� MXQLRU� FODLPDQWV� PD\� IDYRXU� D� KLJKO\� ULVN\�UHRUJDQLVDWLRQ
ZKLFK�ZLOO�DOORZ�WKHP�WR�UHWDLQ�FRQWURO��7KHVH�IDFWRUV�FRPELQH�WR�JLYH
QHJDWLYH�V\QHUJ\��$V�$JKLRQ�HW�DO��������SXW�WKH�PDWWHU�


7KHUH� DUH� DOUHDG\� UHDVRQV� WR� WKLQN� WKDW� EDUJDLQLQJ�PD\�EUHDN�GRZQ
RYHU� D� JLYHQ�SLH� �H�J�� LI� WKHUH� LV� DV\PPHWULF� LQIRUPDWLRQ� DPRQJ� WKH
DJHQWV���PDWWHUV�DUH�PHUHO\�PDGH�ZRUVH�E\�KDYLQJ�D�IXUWKHU�FRQIOLFW�RI
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LQWHUHVW�RYHU�ZKLFK�SLH�VKRXOG�EH�FKRVHQ�


7KHVH� SHUYHUVH� LQFHQWLYHV� FDQ� EH� JUHDWO\� UHGXFHG� E\� VSHFLI\LQJ� D
YDOXDWLRQ�PHFKDQLVP�LQ�DGYDQFH��DQG�GLUHFWLQJ�DVVHWV� WR� WKH�KLJKHVW�
YDOXHG�XVH�VXJJHVWHG�E\�WKDW�PHFKDQLVP��$OWHUQDWLYHO\��WKH\�PD\�EH
UHGXFHG�E\�KRPRJHQLVLQJ�WKH�FUHGLWRUV
�FODLPV�DJDLQVW�WKH�ILUP��/HW�XV
FRQVLGHU�HDFK�RI�WKHVH�LQ�WXUQ�

�� 9DOXDWLRQ�PHFKDQLVPV

0DUNHW�RULHQWHG� WKHRULVWV� KDYH� DUJXHG� WKDW� WKH� EHVW� PHDQV� RI
GHWHUPLQLQJ� WKH� GHEWRU� ILUP¶V� YDOXH� ZRXOG� EH� WKURXJK� DQ� DXFWLRQ
�5RH��������%DLUG���������%LGGHUV�KDYH� WKH� ULJKW� LQFHQWLYHV� WR�YDOXH
WKH� ILUP� DSSURSULDWHO\�� $�SURFHGXUH� ZKLFK� VLPSO\� GLUHFWHG� WKDW� WKH
ILUP�EH�DXFWLRQHG�VR�DV�WR�PD[LPLVH�WKH�UHWXUQV�ZRXOG�WKHUHE\�VHHP
WR� VROYH�PDQ\� RI� WKH� SUREOHPV� RI� FUHGLWRU� GHFLVLRQ�PDNLQJ���� 6RPH
OHJDO�LQVROYHQF\�SURFHGXUHV�GR�LQ�IDFW�OHDG�WR�DXFWLRQV��,Q�WKH�8.��WKH
DGPLQLVWUDWLYH�UHFHLYHUVKLS�SURFHGXUH� W\SLFDOO\�HQGV� LQ�DQ�DXFWLRQ�RI
WKH� ILUP¶V� DVVHWV�� DV� GRHV� D� ZLQGLQJ�XS�� ,W� LV� DOVR� SRVVLEOH� WKDW� DQ
DXFWLRQ� RI� WKH� ILUP¶V� DVVHWV� ZLOO� EH� WKH� PHFKDQLVP� XVHG� WR� H[LW� DQ
DGPLQLVWUDWLRQ�� ,Q� WKH�86$�� WKH� GHEWRU¶V� DVVHWV� DUH� DXFWLRQHG� XQGHU
&KDSWHU� �� SURFHHGLQJV�� +RZHYHU�� WZR� VWURQJ� FULWLFLVPV� KDYH� EHHQ
PDGH�RI�WKH�XVH�RI�
VLPSOH
�DXFWLRQV�LQ�WKLV�IDVKLRQ�

)LUVW�� WKH� ZD\� LQ� ZKLFK� WKH� DXFWLRQ� LV� FRQGXFWHG� ZLOO� KDYH
LPSOLFDWLRQV�IRU� WKH�VRUW�RI�ELGV�ZKLFK�DUH�REWDLQHG��)RU�H[DPSOH�� LI
WKH�ILUP�LV�WR�EH�DXFWLRQHG�DV�D�JRLQJ�FRQFHUQ��VRPHRQH�PXVW�NHHS�LW
UXQQLQJ�GXULQJ�WKH�DXFWLRQ�SHULRG��6RPHWLPHV�LQVROYHQF\�SURFHGXUHV
GR� QRW� IDFLOLWDWH� FRQWLQXHG� WUDGLQJ� RI� WKLV� YDULHW\�� )RU� H[DPSOH�� WKH
ZLQGLQJ�XS�SURFHGXUH�LQ�(QJODQG�GRHV�QRW�VWD\�WKH�FODLPV�RI�VHFXUHG
FUHGLWRUV��ZKLFK�PDNHV�LW�YHU\�GLIILFXOW�IRU� WKH�OLTXLGDWRU� WR�FRQWLQXH
WUDGLQJ��+RZHYHU��LI�WKH�EXVLQHVV�FDQ�EH�VROG�DV�D�JRLQJ�FRQFHUQ�WKHQ
WKLV� UHVXOW� FDQ� EH� SUH�HPSWHG� E\� FRPPHQFLQJ� DGPLQLVWUDWLYH
UHFHLYHUVKLS�RU�DGPLQLVWUDWLRQ�SURFHHGLQJV�



��

$� UHODWHG� LVVXH� FRQFHUQV� ZKR� VKRXOG� RYHUVHH� WKH� DXFWLRQ� SURFHVV�
:KLOVW� WKH� UHVLGXDO� FODLPDQW� ZRXOG� QRUPDOO\� EH� WKH� SDUW\� ZLWK� WKH
DSSURSULDWH�LQFHQWLYHV�WR�GHWHUPLQH�WKH�RSWLPDO�DPRXQW�RI�WLPH�VSHQW
VROLFLWLQJ�ELGV�� WKH�ZKROH�SRLQW�DERXW�FUHGLWRU�KHWHURJHQHLW\�LV� WKDW�±
DW�OHDVW�XQWLO�WKH�ILUP
V�YDOXDWLRQ�KDV�EHHQ�GHWHUPLQHG�±�ZH�GR�QRW�\HW
NQRZ�ZKR� WKH� UHVLGXDO� FODLPDQW� LV��+HQFH� WKH� SUREOHPV� RI� SHUYHUVH
LQFHQWLYHV�PD\�UHWXUQ�E\�WKH�EDFN�GRRU��EHFDXVH�WKH�SDUW\�LQ�FKDUJH�RI
SURFXULQJ�WKH�VDOH�PD\�KDYH�DQ�LQFHQWLYH�WR�GHOD\��RU�IRUHVKRUWHQ��DV
WKHLU� LQWHUHVWV� GLFWDWH� �(DVWHUEURRN�� ��������� 7KH� DGPLQLVWUDWLYH
UHFHLYHUVKLS� SURFHGXUH� LOOXVWUDWHV� WKLV� SUREOHP�� 7KHUH� WKH� GHFLVLRQ
DERXW� KRZ� WR� VHOO� WKH� ILUP� LV� SODFHG� XOWLPDWHO\� LQ� WKH� KDQGV� RI� D
VHFXUHG� FUHGLWRU�� ,I� WKH� YDOXH� RI� WKH� ILUP� H[FHHGV� WKH� RXWVWDQGLQJ
VHFXUHG� ORDQ�� WKH\� DUH� QRW� WKH� UHVLGXDO� FODLPDQW�� DQG� PD\� KDYH� DQ
LQFHQWLYH�VLPSO\�WR�KDYH�WKH�ILUP�VROG�LQ�WKH�OHDVW�ULVN\�PDQQHU��HYHQ
LI�WKLV�LV�IRU�D�ORZHU�H[SHFWHG�YDOXH��$JKLRQ�HW�DO�����������������

7KH� LQFHQWLYH�SUREOHP�PD\�EH�DPHOLRUDWHG�E\�SDVVLQJ� UHVSRQVLELOLW\
IRU�WKH�FRQGXFW�RI�WKH�VDOH�WR�D�FRXUW�RIILFLDO��+RZHYHU��WKH�HYDOXDWLRQ
RI� WKH� ZRUWK� RI� D� EXVLQHVV� LV� D� WDVN� ZKLFK� PDQ\� DUJXH� WKDW� FRXUW
RIILFLDOV� DUH� QRW� ZHOO�SODFHG� WR� SHUIRUP� �5RH�� ������ %DLUG�� �����
$JKLRQ�HW�DO�����������,Q�SDUWLFXODU��WKH\�DUH�VDLG�WR�ODFN�WKH�H[SHUWLVH
HQMR\HG� E\� PDUNHW� SDUWLFLSDQWV�� DQG� KDYLQJ� QR�PRQH\� RI� WKHLU� RZQ
LQYHVWHG�LQ�WKH�RXWFRPH�GR�QRW�KDYH�VXFK�VWURQJ�LQFHQWLYHV��7KLV�FDQ
OHDG�WR�XQFHUWDLQW\�DQG�JHQHUDWH�LQFHQWLYHV�IRU�UHQW�VHHNLQJ�H[�DQWH��DV
ZKHUH� SDUWLHV� SUHFLSLWDWH� LQVROYHQF\� SURFHHGLQJV� ZLWK� WKH� LGHD� WKDW
WKH\�ZLOO�SHUVXDGH�D�MXGJH�WR�DGRSW�WKHLU�IDYRXUHG��UHGLVWULEXWLYH��SODQ
�H�J��%DLUG�����������������

6HFRQG�� WKHUH� PD\� EH� IDLOXUHV� LQ� WKH� PDUNHWV� IRU� WKH� DVVHWV� RI
GLVWUHVVHG�ILUPV��$JKLRQ�HW�DO��������+DUW������������������,I�WKHUH�LV
QRW� D� WKLFN� DQG� OLTXLG� PDUNHW� IRU� DVVHWV� RI� WKH� UHOHYDQW� W\SH� WKHQ
PDUNHWV�ZLOO� QRW�SURYH�DQ� HIIHFWLYH�PHDQV� RI� UHDOORFDWLQJ� UHVRXUFHV�
6KOHLIHU� DQG� 9LVKQ\� ������� DUJXH� WKDW� DW� WLPHV� ZKHQ� ILUPV� DUH
VXIIHULQJ� IURP� ILQDQFLDO� GLVWUHVV�� RWKHU� ILUPV� LQ� WKH� VDPH� LQGXVWU\� �
ZKR� ZRXOG� EH� WKH� QDWXUDO� EX\HUV� RI� LWV� DVVHWV� �� DUH� OLNHO\� WR� EH
VXIIHULQJ�OLTXLGLW\�SUREOHPV��EHFDXVH�ILQDQFLDO�GLVWUHVV�LV�RIWHQ�OLQNHG



��

WR� LQGXVWU\�ZLGH� GRZQWXUQV�� +HQFH� DVVHWV� ZLOO� EH� VROG� DW� D� VHYHUH
XQGHUYDOXH�

��
� )XUWKHUPRUH�� WKHUH� PD\� EH� DQ� DGYHUVH� VHOHFWLRQ

SUREOHP�� ZLWK� SRWHQWLDO� EX\HUV� DYRLGLQJ� WKH� PDUNHW�� IHDULQJ� WKDW
FUHGLWRUV� ZLOO� SUHIHU� WR� UHQHJRWLDWH� ZLWK� KLJK�TXDOLW\� ILUPV� DQG� VHOO
RQO\�ORZ�TXDOLW\�RQHV��:HEE��������

$� SDUWLDO� VROXWLRQ� WR� WKH� OLTXLGLW\� SUREOHP� LV� WR� DOORZ� IRU� WKH
SRVVLELOLW\�RI�QRQ�FDVK�ELGV��7KXV�WKH�ELGGHU�RIIHUV�FUHGLWRUV�VKDUHV�RU
VHFXULWLHV�� LVVXHG� HLWKHU� E\� WKH� ELGGHU� �DV� ZLWK� D� WDNH�RYHU�� RU�
IROORZLQJ� D� UHRUJDQLVDWLRQ�� LQ� WKH� GLVWUHVVHG� ILUP� �$JKLRQ�HW� DO��
���������+RZHYHU��WKLV�ZLOO�WHQG�WR�LQWHQVLI\�WKH�DXFWLRQHHU
V�LQFHQWLYH
SUREOHP��VLQFH�QRQ�FDVK�ELGV�DUH�LQKHUHQWO\�PRUH�GLIILFXOW�WR�HYDOXDWH
WKDQ� FDVK�� &KDSWHU� ��� UHRUJDQLVDWLRQ� SURFHHGLQJV� LQ� WKH� 86�� DQG
FRPSDQ\� YROXQWDU\� DUUDQJHPHQWV� LQ� WKH� 8.� FDQ� EH� XQGHUVWRRG� DV
VLWXDWLRQV�ZKHUH�WKH�H[LVWLQJ�PDQDJHUV�DQG�VKDUHKROGHUV�SXW� WRJHWKHU
D� QRQ�FDVK� ELG� IRU� WKH� ILUP¶V� DVVHWV��+RZHYHU�� WKHVH� SURFHGXUHV� DUH
QRW�DXFWLRQV��DV�WKHUH�LV�RQO\�HYHU�RQH�SRWHQWLDO�EX\HU�

�� +RPRJHQLVDWLRQ�RI�FODLPV

7KH�KRPRJHQLVDWLRQ�RI�FUHGLWRUV
�FODLPV�RIIHUV�DQ�DOWHUQDWLYH�PHDQV�RI
UHGXFLQJ� WKH� FRVWV� RI� FROOHFWLYH� GHFLVLRQPDNLQJ�� )RU� H[DPSOH�
FRQYHUWLQJ� DOO� FODLPV� LQWR� HTXLW\� ZRXOG� PHDQ� WKDW� GHFLVLRQ�PDNLQJ
FRXOG� EH� FRQGXFWHG� ZLWK� FRPPRQDOLW\� RI� LQWHUHVW�� +RZHYHU�� WKLV
ZRXOG� LPSO\� DQ� DOWHUDWLRQ� RI� SUHLQVROYHQF\� SULRULWLHV�� ZKLFK� ZRXOG
PHDQ�WKDW�WKH�GLVFLSOLQDU\�HIIHFW�RI�ORDQ�SULRULWLHV�ZRXOG�EH�GLOXWHG���

,W�LV��KRZHYHU��SRVVLEOH�WR�XVH�RSWLRQV�WR�HQVXUH�WKDW�QR�UHGLVWULEXWLRQ
WDNHV� SODFH�

��
�$� SURFHGXUH�PDNLQJ� XVH� RI� VXFK� D�PHFKDQLVP�ZRXOG

PDQGDWH�WKH�DXWRPDWLF�DOORFDWLRQ�WR�FODLPDQWV�RI�RSWLRQV�WR�SXUFKDVH�D
IL[HG�QXPEHU�RI�VKDUHV�RI�WKH�GLVWUHVVHG�ILUP
V�HTXLW\��7KH�QXPEHU�RI
VKDUHV� ZRXOG� EH� SUR� UDWD� WR� WKH� DPRXQW� RI� RWKHU� FODLPV� RI� HTXDO
SULRULW\�� 7KH� H[HUFLVH� SULFH�ZRXOG� EH� HTXDO� WR� WKH� IDFH� YDOXH� RI� DQ
HTXDO� SURSRUWLRQ� RI� DOO� VHQLRU� FODLPV���� 7KLV� ZRXOG� HQVXUH� WKDW� QR
FUHGLWRU�HYHU�UHFHLYHV�OHVV�WKDQ�WKHLU�SULRULW\�HQWLWOHPHQW���WKH\�HLWKHU
JHW�ERXJKW�RXW�DW�SDU��RU�JHW�WKH�RSWLRQ�RI�D�SUR�UDWD�VKDUH�RI�WKH�ILUP
V
HTXLW\��,I�WKH\�DUH�QRW�ERXJKW�RXW��DQG�WKHLU�FODLP�LV�QRW�XQGHU�ZDWHU�



��

WKHQ�WKH�RSWLRQ�ZLOO�EH�ZRUWK�H[HUFLVLQJ�

2SWLRQ�PHFKDQLVPV�DUH�QRW�D�SDQDFHD��,Q�RUGHU� WR�GHFLGH�ZKHWKHU�RU
QRW�LW� LV�ZRUWKZKLOH�WR�H[HUFLVH�WKHLU�RSWLRQV��FODLPDQWV�PXVW�EH�DEOH
WR�DVVHVV�WKH�YDOXH�RI�WKH�ILUP��3DUDGR[LFDOO\��WKLV�LV�WKH�YHU\�GHFLVLRQ
ZKLFK� LV� VRXJKW� WR� EH� VLPSOLILHG� WKURXJK� WKH� KRPRJHQLVDWLRQ� RI
LQWHUHVWV�� )UHH�ULGLQJ� DQG� 
UDWLRQDO� LJQRUDQFH
� DUH� OLNHO\� WR�PHDQ� WKDW
WKH�WRWDO�LQYHVWPHQW�LQ�YDOXDWLRQ�LV�LQDSSURSULDWH��)XUWKHUPRUH��VPDOO
FODLPDQWV� PD\� VXIIHU� IURP� OLTXLGLW\�SUREOHPV� ZKLFK� SUHYHQW� WKHP
IURP�H[HUFLVLQJ� WKHLU�RSWLRQV��7R�D�FHUWDLQ�H[WHQW�� VXFK� OLTXLGLW\�DQG
LQIRUPDWLRQ� SUREOHPV� PD\� EH� VROYHG� E\� FODLP� WUDGLQJ� �%HEFKXN�
������� +RZHYHU�� WKLV� UDLVHV� LQ� WXUQ� LVVXHV� DERXW� WKH� SURWHFWLRQ� RI
PLQRULW\�FODLPDQWV� IURP�H[SURSULDWLRQ�E\�D�SXUFKDVHU�RI�����RI� WKH
HTXLW\�

$JKLRQ� HW� DO� �������SURSRVH� WKDW� WKH� 
DXFWLRQ
� DQG� WKH� 
RSWLRQV
� EH
FRPELQHG�� 7KHLU� SURSRVHG� SURFHGXUH� ZRXOG� LQYROYH� �L�� WKH
VROLFLWDWLRQ��IRU�D�IL[HG�SHULRG�E\�D�FRXUW�RIILFLDO��RI�ELGV�IRU�WKH�ILUP�
�LL�� WKH�H[HUFLVH�RI�RSWLRQV��DQG��LLL�� WKH�VHOHFWLRQ�RI� WKH� 
GHVLUHG
�ELG
E\�WKH�UHVLGXDO�FODLPDQWV�DIWHU�WKH�RSWLRQV�DUH�H[HUFLVHG��7KLV�KDV�WKH
EHQHILW� RI� VROYLQJ�� WR� D� ODUJH� H[WHQW�� WKH� DXFWLRQHHU
V� LQFHQWLYH
SUREOHP�� 7KH� GHFLVLRQ� ZKLFK� ELG� LV� WR� EH� DFFHSWHG� LV� WDNHQ� E\� WKH
SDUWLHV� ZKR� FRQVLGHU� WKHPVHOYHV� WR� EH� WKH� UHVLGXDO� FODLPDQWV�
)XUWKHUPRUH�� LW� DOVR� UHGXFHV� WKH� LQIRUPDWLRQ� SUREOHP� IDFHG� E\
FODLPDQWV� LQ�GHFLGLQJ�ZKHWKHU�RU�QRW� WR� H[HUFLVH� WKHLU�RSWLRQV��7KH\
KDYH�WKH�DGYDQWDJH�RI�KDYLQJ�SUHVHQWHG�WR�WKHP�WKH�YDOXDWLRQV�SODFHG
RQ�WKH�ILUP�E\�D�QXPEHU�RI�SRWHQWLDO�SXUFKDVHUV�

�� 0DLQWDLQLQJ�SUH�LQVROYHQF\�SULRULWLHV

$Q� LPSRUWDQW� WKHPH� LQ�PXFK� RI� WKH� ODZ� DQG� HFRQRPLFV� DQDO\VLV� RI
LQVROYHQF\� ODZ� LV� WKDW� FROOHFWLYH� H[� SRVW� UHJLPHV� VKRXOG� EH� PHUHO\
SURFHGXUDO� LQ� WKHLU� HIIHFW�� FROOHFWLYLVLQJ� GHFLVLRQ�PDNLQJ�� EXW
SUHVHUYLQJ� WKH� UHODWLYH� HQWLWOHPHQWV� RI� HDFK� SDUW\� �VHH� %DLUG�� �����
����������7KH�EHVW�VXSSRUWHG�WKHRUHWLFDO�H[SODQDWLRQ�IRU�WKH�H[LVWHQFH
RI�ORDQ�SULRULWLHV�LV�WKHLU�DELOLW\�WR�FRQVWUDLQ�GHEWRU�ILUP
V�LQYHVWPHQW
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GHFLVLRQV� DQG� WKHUHE\� PLWLJDWH� RQJRLQJ� ILQDQFLDO� DJHQF\� FRVWV
�6FKZDUW]�� ������� 2Q� WKLV� EDVLV�� DQ\� LQWHUIHUHQFH� ZLWK� SUH�H[LVWLQJ
SULRULW\� FRQWUDFWV�ZRXOG� UHGXFH� WKHLU� DELOLW\� WR� GR� VR�� DQG� KHQFH� EH
LQHIILFLHQW�� 6HFRQG�� LW� PD\� OHDG� SDUWLHV� WR� FRPPHQFH� LQVROYHQF\
XQQHFHVVDULO\²ZLWK�DGGLWLRQDO�FRVWV�H[�SRVW²PHUHO\�WR�HQDEOH�WKHP
WR�FDSWXUH�JDLQV�IURP�WKH�FRPPHQFHPHQW�RI�VXFK�SURFHHGLQJV��%DLUG
DQG� -DFNVRQ�� ������ %DLUG�� ����D�� ����E����� 7KH� DUJXPHQW� VXJJHVWV
WKDW� RSSRUWXQLWLHV� IRU� VXFK�EHKDYLRXU� VKRXOG� WKHUHIRUH� EH�PLQLPLVHG
DV�IDU�DV�LV�SRVVLEOH�

���� 1HDU�GHIDXOW�FRVWV

$V�KDV�DOUHDG\�EHHQ�DOOXGHG�WR��FRUSRUDWH�ODZ�DQG�GHEWRU�FUHGLWRU�ODZ
SURYLGH�D�QXPEHU�RI�PHFKDQLVPV�ZKLFK�VHHN�WR�DVVLVW� LQ�PLQLPLVLQJ
WKH� FRVWV� JHQHUDWHG� E\� SHUYHUVH� PDQDJHULDO� DQG�RU� VKDUHKROGHU
LQFHQWLYHV�LQ�WKH�SHULRG�LPPHGLDWHO\�EHIRUH�D�GHIDXOW�RFFXUV��:KLOVW�LW
LV� WUXH� WKDW�ZHDOWK��LQ�H[SHFWHG�YDOXH� WHUPV��FDQ�EH� WUDQVIHUUHG� IURP
FUHGLWRUV� WR� VKDUHKROGHUV� DW� DQ\� WLPH�� WKH� LQFHQWLYHV� WR� GR� WKLV� DUH
OLNHO\� WR� LQWHQVLI\� LQ� WKH� µWZLOLJKW¶� SHULRG� SULRU� WR� GHIDXOW�� 6ROYHQW
ILUPV� QHHG� WR� UHWXUQ� WR� WKH� PDUNHW� IRU� IXWXUH� IXQGLQJ�� DQG� VR
UHSXWDWLRQ� LV� DQ� LPSRUWDQW²DUJXDEO\� WKH�PRVW� LPSRUWDQW²FRQVWUDLQW
RQ� H[SURSULDWRU\� EHKDYLRXU�� +RZHYHU�� ZKHUH� D� ILUP� LV� ILQDQFLDOO\
GLVWUHVVHG�� LWV� PDQDJHUV� DQG� VKDUHKROGHUV� DUH� OLNHO\� WR� GLVFRXQW� WKH
YDOXH�RI�IXWXUH�SHULRGV�RI�LQWHUDFWLRQ�ZLWK�ORDQ�PDUNHWV�YHU\�KHDYLO\�
XQOHVV� WKH�GLVWUHVV� LV� UHVROYHG�� WKHVH�SHULRGV�ZLOO�EH� LUUHOHYDQW��7KXV
WKHUH� LV� D� VLJQLILFDQW� µODVW�SHULRG� SUREOHP¶�� UHSXWDWLRQDO� SHQDOWLHV� QR
ORQJHU� SURYLGH� DQ� HIIHFWLYH� GHWHUUHQW� WR� RSSRUWXQLVP� �:KLQFRS�
������

+RZHYHU�� WKHUH� DUH� D� YDULHW\� RI� UHJXODWRU\�PHFKDQLVPV� ZKLFK� FDQ
DVVLVW�LQ�GHWHUULQJ�RSSRUWXQLVWLF�EHKDYLRXU�XQGHU�WKHVH�FLUFXPVWDQFHV�
7KHVH�FDQ�EH�FDWHJRULVHG�DFFRUGLQJ�WR�HIIHFW��WKRVH�ZKLFK�DPHOLRUDWH
WKH� LQFHQWLYHV� RI� VKDUHKROGHUV�� DQG� WKRVH� ZKLFK� DFW� GLUHFWO\� RQ
PDQDJHUV¶� LQFHQWLYHV��7KH\�FDQ�DOVR�EH�GLYLGHG�LQWR�WKRVH�ZKLFK�DUH
PDQGDWRU\�� LQ� RWKHU�ZRUGV�� SDUW� RI� WKH� EDFNJURXQG� WR� DQ\� FRUSRUDWH
ERUURZLQJ� WUDQVDFWLRQ�� DQG� WKRVH� ZKLFK� DUH� HQDEOLQJ�� QDPHO\�



��

RSHUDWLQJ�RQO\�LI�WKH�SDUWLHV�FKRRVH�WR�RSW�LQWR�WKHP�

�� /RDQ�SULRULWLHV�DQG�VHFXULW\�LQWHUHVWV

7KH� ODZ�RI�VHFXUHG�FUHGLW� FDQ�EH�VHHQ�DV�D�VHW�RI�RSW�LQ�UXOHV�ZKLFK
DVVLVW�LQ�UHGXFLQJ�VKDUHKROGHUV¶�SHUYHUVH�LQFHQWLYHV��7R�XQGHUVWDQG�LWV
UROH��LW�LV�ILUVW�QHFHVVDU\�WR�XQGHUVWDQG�KRZ�WKH�XVH�RI�ORDQ�FRYHQDQWV
DOORZV� FUHGLWRUV� WR� UHVWULFW� WKH� GHEWRU¶V� DELOLW\� WR� HQWHU� LQWR
WUDQVDFWLRQV� ZKLFK� ZLOO� WUDQVIHU� ZHDOWK� DZD\� IURP� WKHP� �6FKZDUW]�
������ ������� &RQVLGHU� IRU� H[DPSOH� D� µQHJDWLYH� SOHGJH¶�� RQH� RI� WKH
PRVW�FRPPRQ�FRYHQDQWV��E\�ZKLFK�D�ERUURZHU�SURPLVHV�QRW�WR�LVVXH
DQ\�VXEVHTXHQW�GHEW�ZLWK�D�SULRULW\�UDWLQJ�HTXDO�RU�VXSHULRU�WR�WKDW�RI
WKH� LQLWLDO� OHQGHU�� ,I� D� ILUP� ZLWK� VXFK� D� FRYHQDQW� UDLVHV� H[WHUQDO
ILQDQFH�IRU�D�QHZ�SURMHFW�� WKH�QHZ�ILQDQFLHU� �EH� WKH\�GHEW�RU�HTXLW\�
ZLOO�WKHUHE\�EHDU�DOO�WKH�DGGLWLRQDO�ULVN�ZKLFK�WKH�SURMHFW�JHQHUDWHV���

,I� WKH\� DUH� UDWLRQDO�� WKH\� ZLOO� LQVLVW� RQ� FUHGLEOH� HYLGHQFH� IURP
PDQDJHPHQW�DERXW� WKH�HIIHFWV�RI� WKH�SURMHFW�RQ� WKH�ILUP
V�YDOXH��DQG
SULFH� WKH� WHUPV� RI� WKHLU� LQYHVWPHQW� DFFRUGLQJO\�� $OWHUQDWLYHO\�
PDQDJHPHQW�PLJKW�VHHN�WR�UHQHJRWLDWH�WKH�WHUPV�RI�WKH�RULJLQDO�ORDQ�
(LWKHU� ZD\�� PDQDJHPHQW� DUH� HQFRXUDJHG� RQO\� WR� WDNH� RQ� SURMHFWV
ZKLFK�KDYH�D�SRVLWLYH�QHW�SUHVHQW�YDOXH��+DUW�������������������

:LWKRXW� VXFK� D� FRYHQDQW�� WKH� ILUP� LV� DEOH� WR� SRDFK� SDUW� RI� WKH
µFXVKLRQ¶�RI�DVVHWV�ZKLFK�SURWHFWHG�WKH�HDUOLHU�OHQGHU�DJDLQVW�WKH�ULVN
RI�GHIDXOW��DQG�XVH�WKHVH�DV�SDUW�RI�D�FXVKLRQ�RIIHUHG�WR�D�VXEVHTXHQW
OHQGHU��7KH�FRPSHWLWLYH�LQWHUHVW�UDWH�UHTXLUHG�IRU�WKH�VHFRQG�ORDQ�ZLOO
WKHUHIRUH�EH�FRPPHQVXUDWHO\�ORZHU��,Q�HIIHFW��WKH�ILUP�ZLOO�KDYH�EHHQ
DEOH� WR� VHFXUH� ILQDQFH� DW� OHVV� WKDQ� WKH� FRPSHWLWLYH� UDWH� E\
H[SURSULDWLQJ�WKH�HDUOLHU�FUHGLWRU��6FKZDUW]�����������������7ULDQWLV�
����������������7KLV�VDYLQJ�FRXOG�EH�XVHG�WR�IXQG�HLWKHU�D�GLYLGHQG�WR
VKDUHKROGHUV� DV� D� JURXS� RU� DQ� LQYHVWPHQW� LQ� D� ZHDN�SURMHFW� ZKLFK
\LHOGV�SULYDWH�EHQHILWV�WR�PDQDJHPHQW��1R�UDWLRQDO�OHQGHU�ZRXOG�OHQG
RQ�WHUPV�WKDW�DOORZHG�IRU�VXFK�H[SURSULDWLRQ��+RZHYHU��ZHUH�WKH�ULVN
WR�EH�SULFHG�LQWR�WKH�LQLWLDO�LQWHUHVW�UDWH��WKH�FRVW�RI�WKH�ORDQ�ZRXOG�EH
H[FHVVLYH� DV� LW� ZRXOG� QHHG� WR� FRYHU� HYHU\� SRVVLEOH�H[SURSULDWLRQ
ZKLFK�WKH�GHEWRU�PLJKW�DWWHPSW��+HQFH�LW� LV�PRUH�HIILFLHQW� WR�SURWHFW



��

WKH�LQLWLDO�FUHGLWRU�DQG�KDYH�WKH�GHEWRU�ILUP�µSD\�DV�WKH\�JR¶�LQ�WHUPV
RI�UDLVLQJ�IXWXUH�ILQDQFH�

:KLOVW� D�EUHDFK�RI� D�QHJDWLYH� SOHGJH� FRYHQDQW�ZRXOG� EH� KDUPIXO� WR
WKH� UHSXWDWLRQ� RI� D� ERUURZHU�� LW� ZRXOG� QRW� SUHYHQW� WKH� VXEVHTXHQW
OHQGHU�IURP�JDLQLQJ�SULRULW\�RYHU��RU�DW�OHDVW�UDQNLQJ�SDUL�SDVVX�ZLWK�
WKH�HDUOLHU�ERUURZHU��+RZHYHU��WKH�XVH�RI�D�VHFXULW\�LQWHUHVW�DOORZV�WKH
ORDQ�FRYHQDQW�WR�EH�µVHOI�HQIRUFLQJ¶��WKH�VXEVHTXHQW�OHQGHU�ZLOO��WR�WKH
H[WHQW� GHWHUPLQHG� E\� WKH� SULRULWLHV� V\VWHP� RI� WKH� ODZ� UHODWLQJ� WR
SURSHUO\� SHUIHFWHG� VHFXULW\� LQWHUHVWV�� UDQN�EHKLQG� WKH� HDUOLHU� VHFXUHG
FUHGLWRU�� )XUWKHUPRUH�� EHFDXVH� WKH� HQIRUFHPHQW� LV� QRQ�MXGLFLDO�� WKH
XVH�RI�VHFXULW\�UHPRYHV�WKH�QHHG�WR�YHULI\�D�EUHDFK�RI�FRYHQDQW�WR�WKH
FRXUW� �6FKZDUW]�� ������ ������ 6FRWW�� ������ ������������ 7KLV� PDNHV
WKH� FRYHQDQW� PRUH� HIIHFWLYH�� DV� WKH� VKRUWHU� FUHGLWRU� UHVSRQVH� WLPH
PHDQV� WKDW� WKH� H[SHFWHG� VDQFWLRQ� IRU� EUHDFK� ZLOO� EH� PRUH� VHYHUH
�7ULDQWLV�������������%XFNOH\�����������������

�� 9XOQHUDEOH�7UDQVDFWLRQV�DQG�'LYLGHQG�5HVWULFWLRQV

7KH�ODZ�DOVR�UHJXODWHV�WKH�GHEWRU¶V�DELOLW\�WR�GLVSRVH�RI�LWV�DVVHWV�LQ�D
µWZLOLJKW¶� SHULRG� OHDGLQJ� XS� WR� LQVROYHQF\�� /LNH� WKH� ODZ� UHODWLQJ� WR
VHFXUHG�FUHGLW��WKHVH�SURYLVLRQV�DFW�RQ�WKH�LQFHQWLYHV�RI�VKDUHKROGHUV�
+RZHYHU��XQOLNH�WKH�ODWWHU�UXOHV��WKHVH�SURYLVLRQV�DUH�PDQGDWRU\��7KH\
DSSO\�WR�DOO�UHOHYDQW�WUDQVDFWLRQV��PDNLQJ�WKHP�µYXOQHUDEOH¶�VXFK�WKDW
DVVHWV� ZKLFK� KDYH� EHHQ� WUDQVIHUUHG� DZD\� PD\� EH� UHWURVSHFWLYHO\
UHVWRUHG� WR� WKH� GHEWRU¶V� HVWDWH�� ZKHQ� LQVROYHQF\� SURFHHGLQJV
VXSHUYHQH�

7KH� SURYLVLRQV� VHUYH� D� YDULHW\� RI� IXQFWLRQV�� 2Q� WKH� RQH� KDQG�
SUHIHUHQFH� ODZ��DQG� WKH�DVVRFLDWHG�8.�SURYLVLRQ�VWULNLQJ�GRZQ�µODWH
YDOXH¶� IORDWLQJ� FKDUJHV�� LV� WKRXJKW� WR� H[WHQG� LQVROYHQF\� ODZ¶V
FROOHFWLYLVLQJ�IHDWXUH� WR� WKH�SHULRG�EHIRUH� LQVROYHQF\���� DQG�KHQFH� WR
GHWHU� DQ\� LQGLYLGXDO� FUHGLWRUV� IURP� WDNLQJ� VWHSV� WR� HQIRUFH� DJDLQVW
DVVHWV�OHVW�WKHLU�UHFRYHULHV�EH�VXEMHFW�WR�DQ�DFWLRQ�E\�WKH�OLTXLGDWRU�RU
DGPLQLVWUDWRU� �-DFNVRQ�� ������ 3UHQWLFH�� ������� 7KDW� VDLG�� WKLV
MXVWLILFDWLRQ� LV� OHVV� WKDQ� HQWLUHO\� FRPSHOOLQJ�� $� SUHIHUHQFH� DFWLRQ
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QHYHU�GHPDQGV� WKH�UHWXUQ�RI�PRUH� WKDQ� WKH�DPRXQW�SDLG�RYHU�� DQG� LI
WKH�SUREDELOLW\�RI�D�VXFFHVVIXO�DFWLRQ�EHLQJ�EURXJKW�LV�OHVV�WKDQ�RQH��LW
LV�VWLOO�UDWLRQDO�IRU�LQGLYLGXDO�FUHGLWRUV�WR�VHHN�WR�HQIRUFH�LI�WKH\�FDQ�
$GOHU��������DUJXHV�LQVWHDG�WKDW�SUHIHUHQFH�ODZ�LV�JHDUHG�WRZDUGV�WKH
UHGXFWLRQ�RI� ILQDQFLDO� DJHQF\�FRVWV�� ,Q�SDUWLFXODU�� KH� VXJJHVWV� WKDW� LW
DFWV�WR�SUHYHQW�GHDOV�ZKHUH�DQ�H[LVWLQJ�OHQGHU�LV�SHUVXDGHG�WR�OHQG�LQWR
D�YHU\�KLJK�ULVN�WUDQVDFWLRQ�LQ�UHWXUQ�IRU�D�JUDQW�RI�VHFXULW\�LQ�UHVSHFW
RI�SUH�H[LVWLQJ�LQGHEWHGQHVV�

7KH� ODZ� UHJXODWLQJ� WUDQVDFWLRQV� DW� DQ� XQGHUYDOXH²RU� µIUDXGXOHQW
FRQYH\DQFHV¶�DV�WKH�86�FRXQWHUSDUW�LV�VWLOO�NQRZQ²VLPLODUO\�DSSHDUV
WR�VHUYH�PRUH�WKDQ�RQH�SXUSRVH����2Q�WKH�RQH�KDQG��LW�FDQ�EH�XVHG�WR
XQZLQG�ZKDW�&ODUN��������FDOOV�µXU�IUDXG¶��ZKHUH�WKH�GHEWRU�WUDQVIHUV
DVVHWV� WR� DQ� DVVRFLDWH� VLPSO\� WR� SXW� WKHP� EH\RQG� WKH� UHDFK� RI
FUHGLWRUV�� $GGLWLRQDOO\�� KRZHYHU�� LW� FDQ� DOVR� EH� VHHQ� DV� VHUYLQJ� WR
SROLFH�DVVHW�VXEVWLWXWLRQ�WUDQVDFWLRQV��:KHUH�FRUSRUDWH�PDQDJHUV�HQWHU
LQWR� WUDQVDFWLRQV�QHDU� WKH� WLPH�RI� GHIDXOW�ZKLFK� WKH\�KRSH�ZLOO� VDYH
WKH� ILUP�� EXW�ZKLFK� DFWXDOO\� KDYH� D� QHJDWLYH� QHW� SUHVHQW� YDOXH�� WKHQ
WKH�XQGHUYDOXH�WUDQVDFWLRQ�SURYLVLRQV�FDQ�EH�XVHG�WR�XQZLQG�WKHP�

)LQDOO\�� FRUSRUDWH� ODZ�� WKURXJK� WKH� GRFWULQH� RI� FDSLWDO� PDLQWHQDQFH
DQG� LWV� VWDWXWRU\� FRXQWHUSDUWV�� SODFHV� UHVWULFWLRQV� RQ� ILUPV¶� DELOLW\
PDNH� GLVWULEXWLRQV� WR� WKHLU� VKDUHKROGHUV���� 7KLV� FDQ� EH� VHHQ� DV� D
PHFKDQLVP� E\� ZKLFK� VKDUHKROGHUV� ERQG� WKHPVHOYHV� WR� NHHSLQJ� D
FHUWDLQ�PLQLPXP�OHYHO�RI�DVVHWV� LQ� WKH� FRUSRUDWH� FRIIHUV��$V� VXFK�� LW
VHUYHV�WR�UHVWULFW�RQH�FODVVLF�IRUP�RI�ZHDOWK�WUDQVIHU�� WKH�µOLTXLGDWLQJ
GLYLGHQG¶��ZKHUHE\�DVVHWV�DUH�ZLWKGUDZQ�IURP�SURGXFWLYH�HQGHDYRXU
LQ�RUGHU�WR�IXQG�D�SD\PHQW�WR�VKDUHKROGHUV��$UPRXU��������

�� 0RGLI\LQJ�GLUHFWRUV¶�LQFHQWLYHV��H[�SRVW�SHQDOWLHV

,Q�WKH�8.��WKH�ZURQJIXO�WUDGLQJ�SURYLVLRQV�LPSRVH�D�GXW\�RQ�GLUHFWRUV
WR� GHDO�ZLWK� WKH� FRUSRUDWH� DVVHWV� LQ� D�ZD\� ZKLFK�ZLOO� PLQLPLVH� WKH
ORVVHV�WR�FUHGLWRUV����7KH�GXW\�DULVHV�DW�WKH�SRLQW�DW�ZKLFK�WKH�GLUHFWRUV
NQRZ��RU�RXJKW�WR�NQRZ��WKDW�WKHUH�LV�QR�UHDVRQDEOH�SURVSHFW�RI�WKHLU
ILUP� DYRLGLQJ� LQVROYHQW� OLTXLGDWLRQ��7KLV� FDQ�EH� VHHQ� DV� D� SURYLVLRQ
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GLUHFWHG� DW� PLQLPLVLQJ� WKH� LPSDFW� RI� SUH�GHIDXOW� LQFHQWLYHV� RQ
PDQDJHULDO� GHFLVLRQ�PDNLQJ� �*UDQWKDP�� ������ 0RNDO�� �����
:KLQFRS���������6LPLODUO\��GLUHFWRUV�ZKR�DUH�IRXQG�WR�KDYH�FRQWLQXHG
QHJOLJHQWO\�WR�WUDGH²LQFXUULQJ�QHZ�GHEWV²ZKLOVW�LQVROYHQW��PD\�DOVR
EH� GLVTXDOLILHG� IURP� EHLQJ� FRQFHUQHG� LQ� WKH� PDQDJHPHQW� RI� D� 8.
FRPSDQ\� IRU� D� IL[HG� SHULRG� DIWHUZDUGV���� 7KLV�ZLOO� UHGXFH� WKH� YDOXH
WKH� GLUHFWRU¶V� KXPDQ� FDSLWDO� DQG� WKHUHE\� DFW� LQ� D� VLPLODU� ZD\� WR� D
ILQDQFLDO� GHWHUUHQW� RI� WKH� VRUW� LPSRVHG� E\� WKH� ZURQJIXO� WUDGLQJ
SURYLVLRQV�

�� &KDSWHU����DQG�µEHQHILFLDO¶�UHGLVWULEXWLRQ

$V�KDV�EHHQ�VHHQ��8.�FRPSDQ\�ODZ�SHQDOLVHV�GLUHFWRUV�IRU�IDLOLQJ�WR
WDNH� FUHGLWRUV¶� LQWHUHVWV� LQWR� DFFRXQW�� ,Q� FRQWUDVW� WR� WKLV� µVWLFN¶
WHFKQLTXH�� WKH� 86� &KDSWHU� ��� SURFHGXUH� PLJKW� EH� VHHQ� DV� RIIHULQJ
GLUHFWRUV� �DQG� VKDUHKROGHUV�� RI� WURXEOHG� ILUPV� D� µFDUURW¶� LQ� RUGHU� WR
PLQLPLVH� ILQDQFLDO� DJHQF\� FRVWV�� &KDSWHU� ��� DOORZV� WKH� LQFXPEHQW
PDQDJHPHQW�WR�FRQWLQXH�UXQQLQJ�WKH�GHEWRU�ILUP��IUHH�RI�LQWHUIHUHQFH
E\� FUHGLWRU� FODLPV�� :KDW� LV� PRUH�� WKH� VWUXFWXUH� RI� WKH� &KDSWHU� ��
SURFHVV�SXWV�HTXLW\�LQ�D�VWURQJ�EDUJDLQLQJ�SRVLWLRQ��DOORZLQJ�WKHP�WR
H[WUDFW� FRQFHVVLRQV� IURP� FUHGLWRUV� DV� WKH� SULFH� IRU� QRW� GHOD\LQJ� WKH
SURFHHGLQJV� �0HFNOLQJ�� ������ ������� %HEFKXN� DQG� &KDQJ�� �����
%HEFKXN��������

(PSLULFDO� VWXGLHV�VKRZ�WKDW�XQGHU� WKH�86�&KDSWHU���� UHRUJDQLVDWLRQ
SURFHGXUH�� WKH� IRUPHU� VKDUHKROGHUV� FRPPRQO\� GR� UHFHLYH� FODLPV� LQ
UHRUJDQLVHG� ILUPV���� :KLWH� ������� ������ ��������� DUJXHV� WKDW
DOORZLQJ�IRU�H[�SRVW�UHGLVWULEXWLRQ�LQ�IDYRXU�RI�WKH��ROG��VKDUHKROGHUV
PD\�VHUYH�WR�DPHOLRUDWH�WKH�SDUWLFXODUO\�DFXWH�LQFHQWLYHV�WR�PLVLQYHVW
ZKLFK� DUH� YLVLWHG� XSRQ� WKHP�GXULQJ� WKH� SHULRG� LPPHGLDWHO\� SULRU� WR
ILQDQFLDO�GLVWUHVV��'DLJOH�DQG�0DORQH\��������VXSSRUW�WKLV�HPSLULFDOO\
ZLWK� WKH� ILQGLQJ� WKDW� WKH� VL]H�RI� WKH� WUDQVIHU� WR�HTXLW\� LQ�&KDSWHU���
SURFHHGLQJV� LV� SRVLWLYHO\� FRUUHODWHG� WR� WKDW� WKH� SRVVLELOLWLHV� IRU
PLVLQYHVWPHQW� LQ� WKH� ILYH� \HDUV� OHDGLQJ� XS� WR� ILQDQFLDO� GLVWUHVV���

7KHUH� LV� D� WHQVLRQ� EHWZHHQ� WKHVH� FODLPV� DQG� WKH� DUJXPHQW�� QRWHG
HDUOLHU�� WKDW� LQVROYHQF\� ODZ� VKRXOG� VLPSO\� SUHVHUYH� SUH�LQVROYHQF\
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SULRULWLHV��2Q�WKH�ODWWHU�YLHZ��VXFK�GHYLDWLRQV�IURP�µDEVROXWH�SULRULW\¶
DUH� LQHIILFLHQW�� ,Q� WKHRU\�� WKH� H[SHFWDWLRQ� RI� VXFK� D� VLGH�SD\PHQW
ZRXOG�ZRUVHQ�WKH�LQYHVWPHQW�LQFHQWLYHV�IRU�HTXLW\�LQ�ILUPV�ZKLFK�DUH
SHUIRUPLQJ�ZHOO�� E\� UHGXFLQJ� WKH� GRZQVLGH� ULVN� LW� EHDUV� �6FKZDUW]�
�������+RZHYHU�� UHSXWDWLRQDO� FRQVLGHUDWLRQV� DFW� RQ� WKHVH� ILUPV� LQ� D
ZD\�LQ�ZKLFK�WKH\�GR�QRW�RQ�ILUPV�ZKLFK�DUH�DSSURDFKLQJ�GHIDXOW��DQG
KHQFH�D�VLGH�SD\PHQW�PD\�JHQHUDWH�D�QHW�VRFLDO�EHQHILW�

�� &ROOHFWLYLVDWLRQ�LQ�SUH�LQVROYHQF\�PHFKDQLVPV

$V�ZH�KDYH�VHHQ�� WKH�PRVW� IXQGDPHQWDO� IHDWXUH�RI� LQVROYHQF\� ODZ�LV
LWV� WUDQVIRUPDWLRQ� RI� FUHGLWRUV¶� ULJKWV� IURP� LQGLYLGXDO� WR� FROOHFWLYH
VWDWXV�� ZLWK� DVVRFLDWHG� FROOHFWLYH� JRYHUQDQFH� PHFKDQLVPV�� 7KLV� LV
MXVWLILHG� E\� WKH� HQRUPRXVO\� GHVWUXFWLYH� HIIHFW� RI� DOORZLQJ� FUHGLWRUV�
ZKHQ� WKHLU� SRZHU� WR� WDNH� FRQWURO� EHFRPHV� H[HUFLVDEOH�� WR� DSSRUWLRQ
FRQWURO� ULJKWV� RQ� D� ILUVW�FRPH�ILUVW�VHUYHG� EDVLV�� :KHQ� HQIRUFHPHQW
RFFXUV��WKHQ�GHEW�VKLIWV�IURP�EHLQJ�DQ�H[�DQWH�LQFHQWLYH�PHFKDQLVP�WR
WKH� ORFXV�RI�H[�SRVW�FRQWURO��7KXV� LW� LV�QHFHVVDU\�IRU� WKH�VWUXFWXUH�RI
FUHGLWRUV¶�ULJKWV�WR�EH�WUDQVIRUPHG�VR�WKDW�WKH\�DUH�DSSURSULDWH�IRU�WKH
HIILFLHQW�H[HUFLVH�RI�FRQWURO�

$� UHODWHG� VHW� RI� DUJXPHQWV� DSSO\� YLV�j�YLV� WKH� HQIRUFHPHQW� RI� OHJDO
UXOHV� GHVLJQHG� WR� PLQLPLVH� WKH� FRVWV� RI� QHDU�FRQWLQJHQF\
PLVEHKDYLRXU�E\� LQFXPEHQWV��7KHVH�SURYLVLRQV�VHHN� WR�PLQLPLVH� WKH
H[WHQW�WR�ZKLFK�LQFXPEHQWV�FDQ�UHGXFH�WKH�YDOXH�RI�WKH��FROOHFWLYLVHG�
H[�SRVW�FRQWURO�ULJKWV�JUDQWHG�WR�FUHGLWRUV��7KH\�DUH�WKHUHIRUH�DX[LOLDU\
WR�LQVROYHQF\�SURFHHGLQJV��,I�FUHGLWRUV�ZHUH�JLYHQ�LQGLYLGXDO�ULJKWV�RI
HQIRUFHPHQW� YLV�j�YLV� WKHVH� UXOHV�� DFWLRQV� LQ� ULJKW� RI� WKHP� FRXOG� EH
WDNHQ� ZHOO� EHIRUH� LQVROYHQF\� SURFHHGLQJV� FRPPHQFHG�� KHQFH
XVXUSLQJ� WKHLU� DX[LOLDU\� VWDWXV�� DQG� LQ� FDVHV� ZKHUH� WKLV� ZDV� QRW
QHFHVVDULO\�LQ�WKH�LQWHUHVWV�RI�WKH�PDMRULW\�RI�WKH�FUHGLWRUV��7KLV�ZRXOG
XSVHW� WKH�FROOHFWLYH�QDWXUH�RI� WKH� LQVROYHQF\� UHJLPH�VXFK� VDIHJXDUGV
DUH� LQWHQGHG� WR� VXSSRUW�� 7KLV� UDWLRQDOLVDWLRQ� FDQ� H[SODLQ� ZK\
HQIRUFHPHQW�RI�PDQ\�RI�WKHVH�SURYLVLRQV�LV�PHGLDWHG�WKURXJK�H[�SRVW
FROOHFWLYH� PHFKDQLVPV�� 7KH� OLTXLGDWRU� RU� DGPLQLVWUDWRU� FKRRVHV
ZKHWKHU� RU� QRW� WR� EULQJ� DFWLRQV� EDVHG� RQ� XQODZIXO� UHWXUQV� RI� VKDUH
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FDSLWDO�� ZURQJIXO� WUDGLQJ� RU� YXOQHUDEOH� WUDQVDFWLRQV�
��
� 7KHVH� RIILFH�

KROGHUV� LQ� WXUQ� DUH� DFFRXQWDEOH� WR� WKH� FUHGLWRUV�
��
� 6LPLODUO\�� WKH

'HSDUWPHQW�RI�7UDGH�DQG�,QGXVWU\�FKRRVHV�ZKHWKHU�RU�QRW� WR�VHHN�WR
GLVTXDOLI\� GLUHFWRUV� RQ� WKH� EDVLV�� DPRQJVW� RWKHU� WKLQJV�� RI� WKH� KDUP
WKDW�WKH\�KDYH�FDXVHG�WR�FUHGLWRUV�

��

7KH�SULQFLSDO� H[FHSWLRQ� WR� WKLV� FROOHFWLYLVDWLRQ� LV� WKH� ODZ� UHODWLQJ� WR
VHFXUHG�FUHGLW��%HIRUH�WKH�FRPPHQFHPHQW�RI�LQVROYHQF\�SURFHHGLQJV�
D�VHFXUHG�FUHGLWRU�LV�IUHH�WR�H[HUFLVH�WKHLU�ULJKWV� WR�VHL]H�DQG�VHOO� WKH
FKDUJHG�DVVHWV��VKRXOG�WKH�GHEWRU�GHIDXOW��<HW�LQ�VXEVWDQFH�WKLV�LV�OLWWOH
GLIIHUHQW� �DSDUW� IURP� WKH� VSHHG� DW� ZKLFK� LW� WDNHV� SODFH�� IURP� DQ
XQVHFXUHG�FUHGLWRU�WDNLQJ�HQIRUFHPHQW�DFWLRQ�DJDLQVW�D�VROYHQW�GHEWRU�
:KHUH� VHFXULW\� LQWHUHVWV� PDNH� D� VLJQLILFDQW� GLIIHUHQFH� LV� ZKHQ� WKH
GHEWRU� LV� LQVROYHQW�� 8QGHU� WKHVH� FLUFXPVWDQFHV�� DOORZLQJ� VHFXUHG
FUHGLWRUV�WR�UHWDLQ�WKHLU�ULJKW�WR�FRQWURO�WKH�FKDUJHG�DVVHWV�ZRXOG�OHDG
WR� LQHIILFLHQW� GLVPHPEHUPHQW� RI� WKH� GHEWRU¶V� EXVLQHVV�� ZLWK� RQH
H[FHSWLRQ��ZKHUH�WKH�FKDUJH�LWVHOI�FRYHUV�WKH�HQWLUHW\�RI�WKH�EXVLQHVV�
86�FRUSRUDWH�LQVROYHQF\�ODZ�VWD\V�DOO�HQIRUFHPHQW�DFWLRQ�E\�VHFXUHG
FUHGLWRUV�� 8QGHU� 8.�� WKH� DGPLQLVWUDWLRQ� UHJLPH� EORFNV� DOO� VXFK
HQIRUFHPHQW� H[FHSW� WKH� XVH� RI� DGPLQLVWUDWLYH� UHFHLYHUVKLS��ZKLFK� DV
ZH�KDYH�VHHQ�VROYHV�WKH�FRPPRQ�SRRO�SUREOHP�LQ�D�GLIIHUHQW�ZD\�

�� 7KH�OLPLWV�RI�WKH�FRPPRQ�SRRO�PRGHO

7KH� FRPPRQ� SRRO� PRGHO� RI� FRUSRUDWH� LQVROYHQF\� KDV� FRQVLGHUDEOH
SRZHU� WR� H[SODLQ� WKH� UROH� RI� FRUSRUDWH� LQVROYHQF\� ODZ�� %XW� OLNH� DOO
PRGHOV��LW�DOVR�KDV�OLPLWDWLRQV��,Q�WKLV�VHFWLRQ��ZH�ZLOO�FRQVLGHU�WKUHH
RI� LWV� LPSRUWDQW� RQHV�� �L�� WKH� SRVVLELOLW\� RI� VROYLQJ� WKH� SULVRQHU¶V
GLOHPPD� WKURXJK� H[� DQWH� FRQWUDFWLQJ�� �LL�� WKH� UROH� RI� QRQ�OHJDO
PHFKDQLVPV� IRU� VROYLQJ� FRPPRQ� SRRO� SUREOHPV�� DQG� �LLL�� WKH
SRVVLELOLW\� RI� UHQHJRWLDWLRQ� DV� D� VXEVWLWXWH� IRU� OHJDO� LQVROYHQF\
SURFHHGLQJV�

���� &RQWUDFWLQJ�IRU�DQ�LQVROYHQF\�SURFHGXUH

7KH�FRPPRQ�SRRO�PRGHO�VWDUWV�LWV�FRQVLGHUDWLRQ�RI�FUHGLWRUV¶�SRVLWLRQ
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DW�D�UHODWLYHO\�ODWH�VWDJH�LQ�WKH�ILUP¶V�KLVWRU\²RQFH�ILQDQFLDO�GLVWUHVV
KDV� FRPPHQFHG�� $W� WKLV� SRLQW�� FUHGLWRUV� ZLWK� RQO\� LQGLYLGXDO
HQIRUFHPHQW� ULJKWV� ZRXOG� FHUWDLQO\� IDFH� D� SULVRQHU¶V� GLOHPPD
SUREOHP�� +RZHYHU�� LW� LV� ZHOO�NQRZQ� WKDW� RQH� µVROXWLRQ¶� WR� WKH
SULVRQHU¶V� GLOHPPD� LV� IRU� WKH� SDUWLHV� WR� ZULWH� LQ� DGYDQFH� D� ELQGLQJ
FRQWUDFW� WR� FR�RSHUDWH�� 7KH� HIIHFW� RI� WKLV� LV� WR� DOWHU� WKH� SD\RIIV� WR
GHIHFWLRQ��HQIRUFHPHQW��E\�LQWURGXFLQJ�D�OHJDO�VDQFWLRQ�IRU�EUHDFK�RI
WKH� FRQWUDFW��:KLOVW� VXFK� D� FRQWUDFW� FOHDUO\� FRXOG� QRW� EH� QHJRWLDWHG
RQFH� GLVWUHVV� �DQG� WKH� GLOHPPD�� KDV� FRPPHQFHG�� D� QXPEHU� RI
VFKRODUV� KDYH�SRLQWHG�RXW� WKDW� WKHUH� LV� QR� VXFK� GLOHPPD� DW� WKH� WLPH
IXQGV�DUH�DGYDQFHG��5DVPXVVHQ��������$GOHU��������6FKZDUW]��������
7KXV� LW� PLJKW� EH� SRVVLEOH� IRU� WKH� WR� ZULWH� D� FRQWUDFW� DPRQJVW
WKHPVHOYHV�� RU� WR� VLJQ� XS� WR� WKH� WHUPV� RI� D� FRQWUDFW� RIIHUHG� E\� WKH
GHEWRU�ILUP�

)RU� H[DPSOH�� D� PDMRULW\� YRWLQJ� SURYLVLRQ� PLJKW� EH� LQFOXGHG� LQ� DQ
LVVXH�RI�ERQGV�RU�D�V\QGLFDWHG�ORDQ��,W�ZRXOG�WKHRUHWLFDOO\�EH�SRVVLEOH
IRU� ILUPV� WR� SURYLGH� WKDW� GHEW� FODLPDQWV� VKRXOG� KDYH� QR� LQGLYLGXDO
H[HFXWLRQ� UHPHGLHV� DJDLQVW� WKH� GHEWRU�� EXW� WKDW� IDLOXUH� WR� PDNH� D
UHSD\PHQW� VKRXOG� UHVXOW� LQ� WKH� 
DQQLKLODWLRQ
� RI� WKH� HTXLW\� FODLPDQWV

VWDNH� LQ� WKH� ILUP�� DQG� WKH� WUDQVIHU� RI� FRQWURO� �DQG� ULJKWV� WR� UHVLGXDO
UHWXUQV�� WR� WKH� �IRUPHU�� FUHGLWRUV� ZLWK� WKH� ORZHVW� SULRULW\� UDQNLQJ�
6XFK� FODLPV� KDYH� EHHQ� FKDUDFWHULVHG� DV� 
FKDPHOHRQ� HTXLW\
� $GOHU
�������

+RZHYHU�� VXFK� H[� DQWH� FRQWUDFWLQJ� LV� QRW� VHHQ� LQ� SUDFWLFH���� 7KH
FOHDUHVW�H[SODQDWLRQ�VHHPV�WR�EH�WKDW�WKH�FXUUHQW�OHJDO�UHJLPH�PDNHV�LW
LPSRVVLEOH� IRU� ILUPV� WR� 
FRQWUDFW�RXW
� RI� WKHLU� ULJKW� WR� JUDQW� FUHGLWRUV
LQGLYLGXDO� H[HFXWLRQ� UHPHGLHV�� RU� IRU� WKH� ILUP� WR� HQWHU� LQVROYHQF\
SURFHHGLQJV� �6FKZDUW]�� �������7KXV�KROGHUV�RI�GHEW�ZKLFK� LV�ZLWKLQ
WKH� DPELW� RI� VXFK� DQ� DJUHHPHQW� DUH� YXOQHUDEOH� WR� H[SURSULDWLRQ
WKURXJK�D�VXEVHTXHQW�LVVXH�RI�
WUDGLWLRQDO
�GHEW��$GOHU�����������7KLV�LV
WR�VD\��VXFK�D�FRQWUDFW�ZRXOG�RQO\�ELQG�WKH�SDUWLHV��DQG�LI�WKH�GHEWRU
ILUP�ERUURZHG�IURP�DQRWKHU�FUHGLWRU�H[�SRVW��WKDW�FUHGLWRU�ZRXOG�VWLOO
EH�DEOH�WR�LQYRNH�WKH�EDVLF�LQVROYHQF\�UHJLPH��7KXV�WKH�GHEWRU�DQG�WKH
VXEVHTXHQW� FUHGLWRU� PD\� EH� DEOH� WR� WUDQVIHU� ZHDOWK� DZD\� IURP� WKH
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LQLWLDO� FUHGLWRUV� WR� WKHPVHOYHV�� LQ� VR�GRLQJ�XQGHUPLQLQJ� WKH�YDOXH�RI
WKH� LQVROYHQF\� SURFHGXUH� ZKLFK� WKH� HDUOLHU� FUHGLWRUV� KDG� FRQWUDFWHG
IRU��,Q�VKRUW��ZKDW�LV�QHHGHG�LV�D�PHDQV�E\�ZKLFK�WKH�GHEWRU�FDQ�ORFN
LWVHOI� LQWR� DQ� LQVROYHQF\�UHJLPH� ZKLFK� ELQGV� QRW� RQO\� WKH� RULJLQDO
SDUWLHV��EXW�DOO�SRVVLEOH�VXEVHTXHQW�FUHGLWRUV��7KH�QRUPDWLYH�DUJXPHQW
LV� WKHUHIRUH� WKDW� ILUPV� VKRXOG� EH� RIIHUHG� D� µPHQX¶� RI� LQVROYHQF\
SURFHGXUHV��HDFK��RQFH�FKRVHQ��ELQGLQJ�DOO�FUHGLWRUV��)LUPV�FRXOG�WKHQ
VHOHFW� EHWZHHQ� WKHP� DQG� ORFN� WKHPVHOYHV� LQWR� WKH� SURFHGXUH� ZKLFK
ZDV�PRVW� DSSURSULDWH� IRU� WKHLU� SDUWLFXODU� FLUFXPVWDQFHV� �5DVPXVVHQ�
������

6XFK� SURSRVDOV� DUH� QRW� WKHPVHOYHV� XQSUREOHPDWLF�� )LUVW�� WKHUH� DUH
OLNHO\�WR�EH�IDLOXUHV�LQ�WKH�PHFKDQLVP�E\�ZKLFK�WKH�FKRLFH�LV�WR�WDNH
SODFH�� 0DQ\� RI� WKH� SURSRVDOV� DVVXPH� HIILFLHQW� FDSLWDO� PDUNHWV� DQG
DUJXH� IURP� WKHUH� WKDW� JLYLQJ� WKH� FKRLFH� WR� WKH� GHEWRU¶V� LQLWLDO
LQFRUSRUDWRUV� ZRXOG� HQVXUH� WKDW� WKH� FRVW�PLQLPLVLQJ� SURFHGXUH� LV
FKRVHQ� �H�J�� 5DVPXVVHQ�� ������� %XW� LI� WKH� FDSLWDO� PDUNHWV� DUH� QRW
HIILFLHQW��LQFRUSRUDWRUV�PD\�VHOHFW�WKH�UXOHV�RQ�WKH�EDVLV�RI�WKH�H[WHQW
WR�ZKLFK� WKH\� IDYRXU� WKHLU� RZQ� LQWHUHVWV�� UDWKHU� WKDQ� WKH� LQWHUHVWV� RI
FUHGLWRUV����)XUWKHUPRUH�� WKH�GHEWRU� ILUP
V�PDQDJHPHQW�PD\� IHDU� WKH
LQFOXVLRQ�RI�FHUWDLQ�WHUPV�WR�EH�DQ�DGYHUVH�VLJQDO��5RH���������7HUPV
ZKLFK�OHVVHQ�WKH�LPSDFW�RI�LQVROYHQF\�FDQ�EH�VHHQ�DV�VHQGLQJ�D�VLJQDO
WKDW�WKH�LQFRUSRUDWRUV�FRQVLGHU�WKHUH�LV�D�ULVN�RI�LQVROYHQF\��$�UHFHQW
VWXG\� RI� ERQG� UDWLQJV� DQG� FROOHFWLYH� UHQHJRWLDWLRQ� FODXVHV� SURYLGHV
VRPH� VXSSRUW� IRU� WKH� WKHVLV� WKDW� WKLV� VRUW� RI� HIIHFW� PD\� RFFXU
�(LFKHQJUHHQ�DQG�0RG\����������

$� PXOWLSOLFLW\� RI� SRWHQWLDO� VHWV� RI� UXOHV� ZRXOG� QHFHVVDULO\� DOVR
LQFUHDVH�WKH�GLUHFW�FRVWV�RI�LQVROYHQF\�DQG�UHODWHG�WUDQVDFWLRQV��/HJDO
IHHV� ZRXOG� LQFUHDVH� WR� UHIOHFW� WKH� IDFW� WKDW� ODZ\HUV� ZLOO� QHHG� WR� EH
IDPLOLDU� ZLWK� PXOWLSOH� UHJLPHV�� +RZHYHU�� RQH� ZRXOG� KRSH� WKDW
FRPSHWLWLRQ� LQ� WKH�PDUNHW� IRU� OHJDO� VHUYLFHV�ZRXOG� GULYH� ODZ\HUV� WR
JHQHUDWH�JUHDWHU�HIILFLHQFLHV�LQ�WKH�ZD\�LQ�ZKLFK�WKHLU�XQGHUVWDQGLQJ
RI� WKH� GLIIHUHQFHV� DQG� VLPLODULWLHV� EHWZHHQ� LQVROYHQF\� UHJLPHV� DUH
SURFHVVHG��+HQFH�WKH�XOWLPDWH�LPSDFW�PLJKW�QRW�EH�H[FHVVLYH�



��

$�PRUH�VHULRXV�SUREOHP�VHHPV�WR�EH�WKH�WKUHDW�RI�SRWHQWLDO�ORFN�LQ�WR
VXERSWLPDO�FKRLFHV�RI� LQVROYHQF\�SURFHGXUH��7KH�FRVWV�RI�VSHFLI\LQJ
VXFK� D� SURFHGXUH� H[� DQWH� PD\� EH� SURKLELWLYH�� DV� PD\� EH� WKH
RSSRUWXQLW\� FRVWV� LI� LW� WXUQV� RXW� WR� EH� LQDSSURSULDWH�� %\� SURYLGLQJ
ILUPV�ZLWK� WKH� DELOLW\� WR� VHOHFW� DPRQJVW� D�ZLGH� UDQJH� RI� LQVROYHQF\
UHJLPHV�� WKH� SRVVLELOLW\� RI� D� VHYHUH� PLVPDWFK� EHWZHHQ� QHHGV� DQG
DSSOLFDEOH� SURFHGXUH� LV� OLNHO\� WR� EH� LQFUHDVHG�� )XUWKHUPRUH�� ILUPV¶
EXVLQHVV��ILQDQFH�DQG�RUJDQLVDWLRQDO�VWUXFWXUH�PD\�FKDQJH�RYHU�WLPH�
DQG� KHQFH� D� FKRVHQ� LQVROYHQF\� UHJLPH�� HYHQ�LI� DSSURSULDWH� DW� WKH
RXWVHW��PD\�FHDVH�WR�EH�VR�H[�SRVW�

���� 1RQ�OHJDO�VROXWLRQV�WR�WKH�FRPPRQ�SRRO�SUREOHP

7KH� FRPPRQ� SRRO� VWRU\�� DV� LW� LV� XVXDOO\� WROG�� DVVXPHV� WKDW� WKH
LQVROYHQF\�SURFHGXUH�ZKLFK�µVROYHV¶�WKH�SUREOHP�LV�VXSSOLHG�E\�ODZ���

+RZHYHU��QRQ�OHJDO�PHFKDQLVPV�FDQ�VXEVWLWXWH�IRU�OHJDO�VROXWLRQV��2Q
WKH� RQH�KDQG�� WKH� GHEWRU� FRXOG� VLPSO\�RSW� WR� ERUURZ� IURP�RQO\� RQH
VLJQLILFDQW� FUHGLWRU�� 7KLV� LV� LQ� IDFW� ZKDW� KDSSHQV� ZLWK� PDQ\� VPDOO
ILUPV�� ZKR� VRXUFH� PRVW� RI� WKHLU� ERUURZLQJ� ZLWK� D� VLQJOH� EDQN
�$UPRXU�DQG�)ULVE\����������

$OWHUQDWLYHO\�� PXFK� UHFHQW� ODZ�DQG�HFRQRPLFV� VFKRODUVKLS� KDV
GHYRWHG�LWVHOI�WR�SRLQWLQJ�RXW� WKDW�DFWLRQV�FDQ�EH�DIIHFWHG�QRW� MXVW�E\
WKH� µSULFH¶� VLJQDOV� VHQW� E\� ODZ�� EXW� DOVR� E\� VRFLDO� QRUPV�� ZKHWKHU
LQWHUSUHWHG� DV� VDQFWLRQV� LQ� D� UHSHDWHG� JDPH�� FR�RUGLQDWLQJ
FRQYHQWLRQV�� RU� LQWHUQDOLVHG� DV� SDUW� RI� DFWRUV¶� XWLOLW\� IXQFWLRQV�� )RU
H[DPSOH�� LI� D�SULVRQHU¶V�GLOHPPD� LV� UHSHDWHG� LQGHILQLWHO\�DQG�SDUWLHV
KDYH�VXIILFLHQWO\�ORZ�GLVFRXQW�UDWHV��WKHQ�PXOWLODWHUDO�FR�RSHUDWLRQ�LV�D
SRVVLEOH�HTXLOLEULXP�UHVXOW��VHH�%DLUG�HW�DO������������������� ,Q�UHDO�
ZRUG� ERUURZLQJ� VLWXDWLRQV� WKHVH� DUH� XQOLNHO\� WR� EH� D� FRPSOHWH
VXEVWLWXWH� IRU� FROOHFWLYH� OHJDO� SURFHGXUHV�� VLPSO\� EHFDXVH� OHJDO
V\VWHPV� GR� QRW� RIIHU� LQGLYLGXDO� HQIRUFHPHQW� PHFKDQLVPV� ZLWKRXW
FROOHFWLYH� LQVROYHQF\� SURFHGXUHV���� 7KHLU� UROH� LV� PRUH� OLNHO\� WR� EH
DSSDUHQW�HLWKHU�LQ�UHGXFLQJ�WKH�FRVWV�RI�EDUJDLQLQJ�ZLWKLQ�LQVROYHQF\
SURFHGXUHV� �VHH� /R3XFNL� DQG� :KLWIRUG�� ������� RU� RI� SULYDWH
µZRUNRXWV¶�



��

���� 5HQHJRWLDWLRQ�DQG�WKH�UROH�RI�LQVROYHQF\�ODZ

,W�LV�QDWXUDO�WR�DVVXPH�WKDW�LI�LQVROYHQF\�SURFHGXUHV�DUH�D�UHVSRQVH�WR
D�FRPPRQ�SRRO�SUREOHP��WKHQ�WKH�FRQWHQW�RI�WKH�SURFHGXUH�µVXSSOLHG¶
ZLOO� GLUHFWO\� DIIHFW� WKH� HIILFLHQF\� RI� WKH� SURFHVV�� 7KLV� DVVXPSWLRQ
EHOLHV� D� WKLUG� OLPLWDWLRQ� RI� WKH� FRPPRQ� SRRO� PRGHO�� LW� QHJOHFWV� WKH
UROH� SOD\HG� E\� UHQHJRWLDWLRQ�� JLYHQ� DQ� LQVROYHQF\� SURFHGXUH�� 7KH
H[LVWHQFH�RI�D�SRZHU�LQ�FUHGLWRUV�WR�HIIHFW�D�FROOHFWLYH�WUDQVIRUPDWLRQ
RI� VRPH� VRUW� LV� SUREDEO\� IDU�PRUH� LPSRUWDQW�� LQ� WHUPV� RI� HIILFLHQF\�
WKDQ� WKH� FRQWHQW� RI� WKH�SURFHGXUH�ZKLFK�ZLOO� WKHUHE\� EH� LQYRNHG�� ,I
WKH�FRQWHQW�RI�WKH�SURFHGXUH�LV�LQHIILFLHQW��WKHQ�WKH�FUHGLWRUV�PD\�ZHOO
EH� EHWWHU� RII� E\� DUUDQJLQJ� D� µZRUNRXW¶²D� UHVROXWLRQ�RI� WKH� GHEWRU¶V
ILQDQFLDO� GLVWUHVV� ZLWKRXW� LQLWLDWLQJ� IRUPDO� SURFHHGLQJV�� :KHWKHU� RU
QRW� WKLV� ZLOO� EH� WKH� FDVH� GHSHQGV� RQ� D� FRPSDULVRQ� EHWZHHQ� WKH
WUDQVDFWLRQ�FRVWV�RI�EDUJDLQLQJ�LQ�D�ZRUNRXW�VLWXDWLRQ�DQG�WKH�FRVWV�RI
IRUPDO�SURFHHGLQJV��+RZHYHU��WKH�H[LVWHQFH�RI�WKH�OHJDO�SURFHGXUH�µLQ
WKH�VKDGRZV¶�PHDQV�WKDW�WKH�SULVRQHU¶V�GLOHPPD�SUREOHP�LV�QR�ORQJHU
RQH� RI� WKH� REVWDFOHV� WR� UHQHJRWLDWLRQ�� 7R� VHH� WKLV�� FRQVLGHU� KRZ� WKH
H[DPSOH�VKRZQ�LQ�)LJXUH���LV�PRGLILHG�E\�WKH�LQWURGXFWLRQ�RI�D�FRVWO\
LQVROYHQF\� SURFHGXUH�� $VVXPH� WKDW� WKH� SURFHGXUH� PD\� EH� LQYRNHG
XQLODWHUDOO\�E\�WKH�GHEWRU�RU�DQ\�FUHGLWRU�

2QFH� LW� KDV� FRPPHQFHG�� DQ\� LQGLYLGXDO� HQIRUFHPHQW� DFWLRQ� PXVW
FHDVH��DQG�DQ\�LQGLYLGXDO�DWWDFKPHQWV�ZKLFK� WRRN�SODFH� LPPHGLDWHO\
SULRU�WR�LWV�FRPPHQFHPHQW�PXVW�EH�UHSDLG�WR�WKH�FROOHFWLYH�SRRO��7KH
DVVHWV�DUH� WKHQ� VROG� LQ� D�PDQQHU�GHWHUPLQHG�E\� WKH�GHFLVLRQ�PDNLQJ
SURFHVV� DQG� WKH� SURFHHGV� GLVWULEXWHG� DPRQJVW� WKH� FUHGLWRUV�� 7KH
VWUDWHJ\� UHIHUUHG� WR� LQ�)LJXUH���DV� µFR�RSHUDWH¶� LV�QRZ� LQWHUSUHWHG� WR
PHDQ� D�ZRUNRXW�� DQG�\LHOGV� ��� WR� HDFK� FUHGLWRU�� (QIRUFHPHQW� LV� WKH
VDPH�DV�EHIRUH��+RZHYHU��WKH�JDPH�KDV�D�VHFRQG�VWDJH��DW�ZKLFK�HDFK
FUHGLWRU� KDV� DQ� RSWLRQ� WR� LQYRNH� D� FROOHFWLYH� LQVROYHQF\� SURFHGXUH�
'LDJUDP� �� VKRZV� WKH� LQLWLDO� HQIRUFH�FR�RSHUDWH� JDPH� LQ� H[WHQVLYH
IRUP�� ZLWK� D� QRUPDO� IRUP� µLQVROYHQF\� SURFHGXUH� JDPH¶� HPEHGGHG

ZLWKLQ�LW�DV�D�VXEJDPH��7KH�VWUDWHJLHV�KHUH�DUH�ODEHOOHG�³,´�DQG�³z,´�
PHDQLQJ� WKDW� WKH�FUHGLWRU� UHVSHFWLYHO\�GRHV�DQG�GRHV�QRW�H[HUFLVH� LWV
RSWLRQ�� ,QVROYHQF\�SURFHHGLQJV� DUH� DVVXPHG� WR� LQYROYH� D� UHDVRQDEO\
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HIILFLHQW� GHFLVLRQ�PDNLQJ� SURFHVV� �LQ� WKDW� JURVV� UHWXUQV� RI� ���� DUH
UHDOLVHG��� EXW� WR� FRVW� ����7KH� UHWXUQV� DUH� VSOLW� EHWZHHQ� WKH� FUHGLWRUV
SUR�UDWD��KHQFH�WKH�SD\RIIV�WR�FUHGLWRUV�DUH����HDFK�

7KH� LQWURGXFWLRQ� RI� DQ� LQVROYHQF\� SURFHGXUH� PDNHV� FR�RSHUDWLRQ� D
PRUH� DWWUDFWLYH� VWUDWHJ\�� 7R� VHH� WKLV�� FRQVLGHU� WKH� RXWFRPHV� RI� WKH
YDULRXV�OLTXLGDWLRQ�VXEJDPHV��:RUNLQJ�IURP�WKH�OHIW��LQ�WKH�VXEJDPH
ZKHUH� ERWK� SOD\HUV� KDYH� SUHYLRXVO\� SOD\HG� µHQIRUFH¶�� VWUDWHJ\� ,

�ZHDNO\�� GRPLQDWHV�z,� IRU� ERWK� SOD\HUV�� DQG� ZH� ZRXOG� H[SHFW� WR
REVHUYH�LQVROYHQF\�SURFHHGLQJV�WDNLQJ�SODFH��\LHOGLQJ�SD\RIIV�RI�����
������ ,Q� WKH� WZR� µPLGGOH¶� VXEJDPHV²ZKHUH� RQH� SOD\HU� KDV� SOD\HG
µHQIRUFH¶�DQG�WKH�RWKHU�µFR�RSHUDWH¶²LW�ZLOO�DOZD\V�EH�LQ�WKH�LQWHUHVWV
RI�WKH�FR�RSHUDWRU�WR�SOD\�,��+HQFH�WKH�SOD\HUV�ZLOO�DJDLQ�UHFHLYH�����

���� ,Q� WKH� ULJKW�KDQG� VXEJDPH��z,� �ZHDNO\�� GRPLQDWHV� ,� IRU� ERWK
SOD\HUV��DQG�ZH�ZRXOG�WKHUHIRUH�H[SHFW�WKHP�WR�UHFHLYH������������7KH
UHVXOWV�RI�WKH�VROXWLRQV�WR�WKHVH�VXEJDPHV�PD\�QRZ�EH�IDFWRUHG�EDFN
LQWR�WKH�RULJLQDO�QRUPDO�IRUP�JDPH�

7KH� NH\� UHVXOW� LV� WKDW� LW� LV� QRZ� QR� ORQJHU� LUUDWLRQDO� WR� FR�RSHUDWH�
,QGHHG��WKLV�QRZ��ZHDNO\��GRPLQDWHV�µHQIRUFH¶��ZLWK�WKH�UHVXOW�WKDW�WKH
ERWWRP�ULJKW� FHOO�� LQ� ZKLFK� ERWK� SOD\HUV� FKRRVH� µFR�RSHUDWH¶� KDV
EHFRPH�WKH�GRPLQDQW�VWUDWHJ\�HTXLOLEULXP��7KXV��ZHUH� WKLV�PRGHO� WR
UHSUHVHQW�UHDOLW\��ZH�ZRXOG�QRW�H[SHFW�WR�VHH�DQ\�IRUPDO�LQVROYHQFLHV�
EHFDXVH�WKLV�UHVXOW�ZRXOG�EH�RII�WKH�HTXLOLEULXP�SDWK��7KH�H[LVWHQFH�RI
WKH� OHJDO� SURFHGXUH� µLQ� WKH� VKDGRZV¶� KDV� RQO\� DQ� LQGLUHFW� UROH� LQ
DOWHULQJ�RXWFRPHV���

&OHDUO\��WKH�WUDQVDFWLRQ�FRVWV�RI�ZRUNRXWV�ZLOO�QRW�EH�]HUR��DV�KDV�EHHQ
DVVXPHG� LQ� WKLV� H[DPSOH�� 7KXV� WKH� FKRLFH� EHWZHHQ� ZRUNRXWV� DQG
IRUPDO�SURFHHGLQJV�ZLOO�GHSHQG�RQ�WKH�UHODWLYH�FRVWV�RI�HDFK��0DUNHW
QRUPV� DQG� FUHGLWRU� FRQFHQWUDWLRQ� KDYH� DQ� LPSRUWDQW� UROH� WR� SOD\� LQ
UHGXFLQJ� WKH� WUDQVDFWLRQ� FRVWV� RI� ZRUNRXWV�� $UPRXU� DQG� 'HDNLQ
�������DUJXH�WKDW�WKH�ZD\�LQ�ZKLFK�WKH�ILQDQFLDO�GLVWUHVV�RI�ODUJH�8.�
EDVHG� SXEOLF� ILUPV� LV� UHVROYHG�� DFFRUGLQJ� WR� WKH� VR�FDOOHG� µ/RQGRQ
$SSURDFK¶��FRQVWLWXWHV�D�VHW�RI�VXFK�QRUPV��7KHVH�UHQHJRWLDWLRQV�WDNH
SODFH� LQ� WKH� VKDGRZ�RI�(QJOLVK� LQVROYHQF\� ODZ�� 7KH� FRQWULEXWLRQ� RI
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WKH�PDUNHW�QRUPV�LV�WR�UHGXFH�WKH�WUDQVDFWLRQ�FRVWV�RI�ZRUNRXWV��ZKLFK
ZRXOG�SULQFLSDOO\�EH�WKDW�RI�IUHH�ULGHU�EHKDYLRXU�

�� &RQFOXVLRQ

7KH�IDFW�WKDW�FRUSRUDWH�LQVROYHQF\�ODZ�LV�FXUUHQWO\�XQGHU�UHYLHZ�LQ�WKH
8.� PDNHV� WKH� GHEDWH� DERXW� LQVROYHQF\� SROLF\� SDUWLFXODUO\� WRSLFDO�
7KLV� SDSHU� KDV� VRXJKW� WR� SURYLGH� DQ� RYHUYLHZ� RI� WKH� FRQWULEXWLRQV
ZKLFK� KDYH� EHHQ� PDGH� E\� ODZ� DQG� HFRQRPLFV� VFKRODUV�� $V� ZDV
VXJJHVWHG�LQ�VHFWLRQ����LW�LV�QRW�QHFHVVDU\�WR�VXEVFULEH�WR�WKH�YLHZ�WKDW
WKH� HQKDQFHPHQW� RI� HIILFLHQF\� VKRXOG� EH� WKH� VROH�� RU� HYHQ� WKH�PRVW
LPSRUWDQW��JRDO�RI�FRUSRUDWH�LQVROYHQF\�ODZ��IRU�WKLV�OLWHUDWXUH�WR�EH�RI
LQWHUHVW�� $Q� DSSUHFLDWLRQ� RI� WKH� FRVWV� RI� ILQDQFLDO� GLVWUHVV� DQG� WKH
LQFHQWLYH� HIIHFWV� RI� YDULRXV� OHJDO� UHVSRQVHV� LV� VXUHO\� DQ� LPSRUWDQW
SUHFRQGLWLRQ� RI� GHVLJQLQJ� OHJDO� UXOHV� ZKLFK� ZLOO� VXFFHHG� LQ
LPSOHPHQWLQJ�DQ\�JLYHQ�SROLF\�IRU�FRUSRUDWH�LQVROYHQF\�
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1RWHV

��
7KH� 2('�2QOLQH� GHILQHV� µLQVROYHQF\¶� DV� µ>7@KH� IDFW� RI� EHLQJ
XQDEOH� WR� SD\� RQH
V� GHEWV� RU� GLVFKDUJH� RQH
V� OLDELOLWLHV�¶
�KWWS���GLFWLRQDU\�RHG�FRP!�

��
,Q� 1RUWK� $PHULFDQ� WHUPLQRORJ\�� WKLV� LV� UHIHUUHG� WR� DV� 
HTXLW\

LQVROYHQF\�

��
,QVROYHQF\�$FW�������µ,$�����¶��V��������H���&RUQKLOO�,QVXUDQFH
SOF�Y�,PSURYHPHQW�6HUYLFHV�/WG�>����@���:/5������,Q�WKH�86�
LW� LV� QHFHVVDU\� WR� VKRZ� WKDW� WKH� GHEWRU� LV� JHQHUDOO\� QRW� SD\LQJ
GHEWV�DV� WKH\� IDOO�GXH�� IRU�ZKLFK�QRQ�SD\PHQW�RI�D� VLQJOH�GHEW
ZLOO�QRW�EH�VXIILFLHQW� ����8�6�&��������K������0DWWHU�RI�/HVKHU
,QWHUQ��/WG�����%�5�����%DQNU��1�<����������5H�*DUODQG�&RDO�	
0LQLQJ�&R�����%�5�������%DQNU��:�'��$UN����������

��
6HH��H�J���%HOFKHU� ���������������6XEVWDQWLDO�GHIDXOW� LQGLFDWHV�D
IDLOXUH� WR�PDNH� D� SD\PHQW� RI� LQWHUHVW� RU� FDSLWDO� WKDW� LV� GXH�� ,W
VKRXOG�EH�GLVWLQJXLVKHG�IURP�WHFKQLFDO�GHIDXOW��ZKLFK�FRQQRWHV
EUHDFK� RI� DQ\� RWKHU� WHUP� RI� D� ORDQ� FRYHQDQW� ±� IRU� H[DPSOH
SURYLVLRQV� UHODWLQJ� WR� WKH� SURYLVLRQ� RI� LQIRUPDWLRQ� RU� WKH
PDLQWHQDQFH� RI� ILQDQFLDO� UDWLRV�� %HOFKHU� DOVR� GLVFXVVHV� DQ
DOWHUQDWLYH� XVH� RI� WKH� WHUP�� GHULYHG� IURP� WKH� DFFRXQWLQJ
OLWHUDWXUH��ZKLFK�LV�EDVHG�RQ�ILQDQFLDO�UDWLRV�

��
,I�DFFRXQWLQJ�YDOXHV�PDWFKHG�QHW�SUHVHQW�YDOXHV��LW�ZRXOG�EH�WUXH
WR�VD\�WKDW�DOO�ILUPV�ZKLFK�DUH�HFRQRPLFDOO\�GLVWUHVVHG�ZLOO�DOVR
EH� LQVROYHQW� LQ� WKH� EDODQFH�VKHHW� VHQVH�� +RZHYHU�� DFFRXQWLQJ
PHDVXUHV� DUH� EDVHG� RQ� KLVWRULF� FRVW�� DQG� V\VWHPDWLFDOO\� ELDVHG
WRZDUGV�XQGHUYDOXDWLRQ�LQ�RUGHU�WR�SURPRWH�SUXGHQFH�LQ�WKH�IDFH
RI� XQFHUWDLQW\�� +HQFH� PDQ\� ILUPV� ZKLFK� DUH� LQ� IDFW
HFRQRPLFDOO\�YLDEOH�DUH�LQVROYHQW�LQ�WKH�EDODQFH�VKHHW�VHQVH�

��
1RWH�WKDW�LQ�WKLV�VHFWLRQ�FRQVLGHUDWLRQ�LV�RQO\�SDLG�WR�FRUSRUDWH
LQVROYHQF\�SURFHGXUHV��,QGLYLGXDO�LQVROYHQF\²UHIHUUHG�WR�XQGHU
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(QJOLVK�ODZ�DV�µEDQNUXSWF\¶²UDLVHV�IDVFLQDWLQJ�LVVXHV�ZKLFK�DUH
EH\RQG�WKH�DPELW�RI�WKLV�SDSHU¶V�HQTXLU\�

��
7KH�$FW�ZLOO�FRPH�LQWR�IRUFH�PLG������

��
&KDSWHU���SURFHHGLQJV�DUH�RSHQ�RQO\�WR�PXQLFLSDOLWLHV��&KDSWHU
���RQO\�WR�IDPLO\�IDUPHUV��DQG�&KDSWHU����RQO\�WR�LQGLYLGXDOV�

��
7KH�UHODWLRQ�WR�HFRQRPLF�GLVWUHVV�LV�LQGLUHFW�EHFDXVH�DV�ZH�KDYH
VHHQ�� WKH� IDFW�RI� LQVROYHQF\� LV�RQO\� LPSHUIHFWO\�FRUUHODWHG�ZLWK
HFRQRPLF�GLVWUHVV�

���
,$������ VV� ����� �����$� FUHGLWRUV
� YROXQWDU\� OLTXLGDWLRQ� LV� DOVR
H[SOLFLWO\� OLQNHG� WR� IDFWXDO� LQVROYHQF\� �VHH� ,$� ����� VV� ���� ���
����

���
$�UHFHLYHU�PD\�QRW�EH�DSSRLQWHG�XQOHVV�D�ILUP�KDV�GHIDXOWHG�RQ
LWV�VHFXUHG�GHEW��'HIDXOW�QHFHVVDULO\�LPSOLHV�ILQDQFLDO�GLVWUHVV�

���
,$������V������D��

���
��� 8�6�&�� �� ���� �86� SURFHHGLQJV��� ,$� ����� VV� ��� ��
�DGPLQLVWUDWLRQ���,QVROYHQF\�$FW�������&9$�PRUDWRULXP��

���
,$������VV�����������������

���
���8�6�&�������������������������&KDSWHU�����,$������VV�������
�DGPLQLVWUDWLRQ�����������������ZLQGLQJ�XS��

���
���8�6�&����������������

���
,$������V�������

���
8QGHU�WKH�DGPLQLVWUDWLRQ�UHJLPH�� WKH�FRXUW¶V�FRQVHQW� LV�JUDQWHG
RQ� HQWU\� WR� WKH� SURFHGXUH� �,$� ����� V� ������� DQG� LV� VXEMHFW� WR
VXEVHTXHQW� UHYLHZ� RQ� D� FUHGLWRU¶V� SHWLWLRQ� �LELG� V� ����� )RU
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ZLQGLQJ�XS� DQG� &KDSWHU� ��� WKH� SRZHU� WR� WUDGH� LV� JUDQWHG� E\
DSSOLFDWLRQ�WR�WKH�FRXUW�DIWHU�WKH�SURFHGXUH�KDV�FRPPHQFHG��,$
�����V������6FKHG��������8�6�&���������

���
,$������V��������6FKHG��������8�6�&���������

���
���8�6�&�� �� ����� ,$� �����VV� ����������� ������� ������� ������E��
$GPLQLVWUDWRUV� DQG� DGPLQLVWUDWLYH� UHFHLYHUV� KDYH� SRZHU� WR
ERUURZ�RQ�WKH�FRPSDQ\¶V�EHKDOI��ZKLFK�ZLOO�UDQN�DV�µH[SHQVHV¶
SD\DEOH� LQ� SULRULW\� WR� WKH� FODLPV� RI� WKH� KROGHU� RI� D� IORDWLQJ
FKDUJH�LQ�DGPLQLVWUDWLRQ�RU�WKRVH�RI�WKH�FUHGLWRU�ZKR�DSSRLQWHG
WKH�UHFHLYHU�

���
���8�6�&���������������,$������VV������������D����������I���7R
FRPPHQFH� DQ� LQYROXQWDU\� FDVH� XQGHU� &KDSWHU� ��� WKH� SHWLWLRQ
PXVW� EH� EURXJKW� E\� DW� OHDVW� WKUHH� FUHGLWRUV�� $� ZLQGLQJ�XS
SHWLWLRQ��LQ�FRQWUDVW��PD\�EH�EURXJKW�E\�D�VLQJOH�FUHGLWRU�

���
���8�6�&��������K������,$������V�����

���
6HH� H�J��%DQN� RI�%DURGD� Y� 3DQHVVDU� >����@�&K� ����� 6KDPML� Y
-RKQVRQ�0DWWKH\�%DQNHUV�>����@�%&/&����

���
,$������V���

���
,$������6FKHG���$��WR�EH�LQVHUWHG�E\�,QVROYHQF\�$FW������

���
,W� LV� LQWHUHVWLQJ� WR� QRWH� WKDW� WKHVH� H[FKDQJHV� KDYH� EHHQ
FRQGXFWHG� LQ�SDUDOOHO�ZLWK� WKH� ORQJHU�UXQQLQJ�DQG�PRUH� EURDG�
UDQJLQJ�GHEDWHV�DERXW�WKH�SURSHU�JRDOV�DQG�SXUSRVHV�RI�FRPSDQ\
ODZ�PRUH�JHQHUDOO\��EXW� WKDW� WKHUH�KDV� WR�GDWH�EHHQ� OLWWOH�FURVV�
IHUWLOLVDWLRQ�EHWZHHQ�WKH�WZR�

���
6LPLODU�VXSSRUW�FDQ�RI�FRXUVH�EH�GUDZQ�IURP�D�FRQVLGHUDWLRQ�RI
86�ODZ��6HH�-DFNVRQ��������������
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���
6HH�H�J��:HVW�0HUFLD�6DIHW\ZHDU�/WG�Y�'RGG����������%&&����
7KH�SUHFLVH�VWDJH�DW�ZKLFK�WKLV�VKLIW�RFFXUV��ZKHWKHU�LW�VWDUWV�DW
WKH�SRLQW�RI� WKH�GHEWRU¶V�IDFWXDO� LQVROYHQF\��RU�EHIRUH���DQG� WKH
QDWXUH�RI�WKH�VKLIW��ZKHWKHU�VXGGHQ�DQG�XQLWDU\�ZKHQ�WKH�GHEWRU
EHFRPHV� IDFWXDOO\� LQVROYHQW�� RU� JUDGXDWHG� DV� WKH� GHEWRU¶V
GLIILFXOWLHV�GHHSHQ��LV�DV�\HW�XQFOHDU��6HH�)LQFK��������

���
,QVROYHQF\�$FW������V�����

���
6HH�H�J��6KDPML�Y�-RKQVRQ�0DWWKH\�%DQNHUV� ���������%&&����
����� SHU� 2OLYHU� /-� DW� ���� ���� �DSSRLQWPHQW� RI� DGPLQLVWUDWLYH
UHFHLYHU���5H�&UDYHQ� ,QVXUDQFH�&RPSDQ\�/WG� >����@���$OO�(5
������ SHU� 3HQQ\FXLFN� -� DW� ������ 5H� &DPEXUQ� 3HWUROHXP
3URGXFWV�/WG�>����@���$OO�(5������SHWLWLRQ�IRU�ZLQGLQJ�XS��

���
$OO� RIILFH�KROGHUV� RZH� ILGXFLDU\� GXWLHV� QRPLQDOO\� WR� WKH
FRPSDQ\�� EXW� WKH� FRQWHQW� RI� WKH� µLQWHUHVWV� RI� WKH� FRPSDQ\¶� LV
GLIIHUHQW� LQ� HDFK� FDVH�� )RU� DQ� DGPLQLVWUDWRU�� LW� ZLOO� EH� WKH
LQWHUHVWV� RI� DOO� FUHGLWRUV�� IRU� D� OLTXLGDWRU�� WKRVH� RI� XQVHFXUHG
FUHGLWRUV�� DQG� IRU� DQ� DGPLQLVWUDWLYH� UHFHLYHU�� WKHLU� DSSRLQWLQJ
GHEHQWXUH�KROGHU�

���
,$������VV���������

���
,5&�Y�*ROGEODWW�>����@�&K�����

���
6HH�LQIUD�VHFWLRQ�������

���
,QVROYHQF\�$FW������V������D��

���
,Q�SUDFWLFH��VXFK�FRQIOLFWV�DUH�OLNHO\�WR�EH�UDUH��7KH�SRZHUV�RI�DQ
DGPLQLVWUDWRU�DUH�FRQVWUDLQHG�E\�WKH�SXUSRVHV�KH�LV�DSSRLQWHG�WR
IXUWKHU� �,$������ V��������:KLFK�RI� WKHVH� SXUSRVHV� DUH� DFWXDOO\
HPERGLHG�LQ�DQ\�LQGLYLGXDO�DSSRLQWPHQW�ZLOO�EH�D�IXQFWLRQ��D��RI
ZKDW�LV�DVNHG�IRU�LQ�WKH�SHWLWLRQ��DQG��E��ZKDW�WKH�FRXUW�RUGHUV�RQ
WKH� EDVLV� RI� WKH� HYLGHQFH� SUHVHQWHG� WR� LW� DERXW� WKH� VWDWH� RI� WKH
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FRPSDQ\¶V�DIIDLUV��7KRVH�ZKR�DUH�HQWLWOHG� WR�SUHVHQW�D�SHWLWLRQ
KDYH� HLWKHU� QR� LQFHQWLYH� �FUHGLWRUV�� RU� QR� ULJKW� �GLUHFWRUV�
FRQVWUDLQHG� E\� WKHLU� GXWLHV� YLD�D�YLV� ZURQJIXO� WUDGLQJ�� WR� WDNH
LQWR�DFFRXQW�WKH�LQWHUHVWV�RI�HPSOR\HHV�LQ�SULRULW\�WR�WKH�LQWHUHVWV
RI�VKDUHKROGHUV��DQG�KHQFH�LW�LV�XQOLNHO\�WKDW�D�SHWLWLRQ�ZRXOG�EH
SUHVHQWHG�DVNLQJ�IRU�WKH�SUHVHUYDWLRQ�RI�WKH�EXVLQHVV�DV�D�JRLQJ
FRQFHUQ�ZKHUH� WKLV�ZRXOG� QRW� WHQG� WR� HQKDQFH� WKH� LQWHUHVWV� RI
FUHGLWRUV�

���
6LPLODUO\��WKH�%DQNUXSWF\�&RPPLVVLRQ�UHVSRQVLEOH�IRU�WKH�����
$FW� LQ� WKH�86�DOVR�VDZ� LWVHOI�DV� IXUWKHULQJ�SROLFLHV�VXFK�DV� WKH
UHKDELOLWDWLRQ� RI� GLVWUHVVHG� GHEWRUV� ZKLFK� PLJKW� FRQIOLFW� ZLWK
FUHGLWRUV¶� UHWXUQV� �VHH� H�J�� &DUUXWKHUV�� +DOOLGD\� DQG� 3DUURWW�
���������������

���
7KLV�OLVW�LV�E\�QR�PHDQV�H[KDXVWLYH��)RU�PXFK�IXOOHU�GLVFXVVLRQ
RI� WKH� YDULRXV� QRUPDWLYH� SRVLWLRQV� LQ� WKH� GHEDWH�� VHH� )LQFK
�������

���
,QGHHG�� )LQFK� ������� LV� SHVVLPLVWLF� DERXW� WKH� SURVSHFWV� IRU
RSHUDWLRQDOLVLQJ� .RURENLQ¶V� IUDPHZRUN�� FRQVLGHULQJ� WKDW� LWV
YHU\� LQFOXVLYHQHVV� �ZKLFK� LV� D� VRXUFH� RI� QRUPDWLYH� VWUHQJWK�
OHDGV�WR�LQGHWHUPLQDF\�LQ�DSSOLFDWLRQ�

���
7KLV�DSSHDUV�WR�EH�:DUUHQ¶V�SRVLWLRQ��VHH�:DUUHQ��������

���
$�FODLP� WKDW� KXPDQV� DUH� µHVVHQWLDOO\¶� RU� µDW� FRUH¶� DOWUXLVWLF�� DV
RSSRVHG� WR� VHOILVK��SUHVXPDEO\�PXVW� LPSO\� WKDW� D� WKHRU\�EDVHG
RQ�DOWUXLVP�ZRXOG�LQ�PRVW�FLUFXPVWDQFHV�EH�D�EHWWHU�SUHGLFWRU�RI
KXPDQ�EHKDYLRXU�WKDQ�RQH�EDVHG�RQ�VHOI�LQWHUHVW�

���
$VVHUWLQJ�WKDW�WKH�UHDVRQ�FRPPXQLWLHV�DUH�QRW�WDNHQ�LQWR�DFFRXQW
VSRQWDQHRXVO\�LV�EHFDXVH�RI� WKH�KLJK�WUDQVDFWLRQ�FRVWV�RI�GRLQJ
VR�GRHV�QRW�DGYDQFH� WKH�DUJXPHQW��7KLV�ZRXOG� WDNH�XV�EDFN� WR
µK\SRWKHWLFDO�FRQVHQW¶�DUJXPHQWV�
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���
,I� WKH� ORDQ� LV� VHFXUHG�� WKHQ� WKHVH� SURFHHGLQJV� ZLOO� EH� SULYDWH�
XVXDOO\�WKURXJK�WKH�DSSRLQWPHQW�RI�D�UHFHLYHU��,I�XQVHFXUHG��WKHQ
WKH�FUHGLWRU�PXVW�PDNH�XVH�RI� WKH�GHEW�HQIRUFHPHQW�PDFKLQHU\
SURYLGHG�E\�WKH�VWDWH�

���
:HLVV� ������� VWXGLHG� D� VDPSOH� RI� ��� 86� SXEOLF�ILUPV� ZKLFK
ILOHG� IRU� &KDSWHU� ��� EDQNUXSWF\� EHWZHHQ� ����� DQG� ������ 2Q
DYHUDJH��GLUHFW�FRVWV�DPRXQWHG�RQO\������RI�WKH�WRWDO�ERRN�YDOXH
RI�ILUPV
�DVVHWV��/DZOHVV�DQG�)HUULV� �������VWXGLHG�D�VDPSOH�RI
���� 86� ILUPV� ZKLFK� ILOHG� IRU� &KDSWHU� ��� EHWZHHQ� ����� DQG
������ 7KH� PHGLDQ� GLUHFW� FRVWV� DPRXQWHG�WR� ����� RI� WKH� WRWDO
ERRN� YDOXH� RI� WKH� DVVHWV� RI� ILUPV� DW� ILOLQJ�� :KHUH� ILUPV� DUH
UHVWUXFWXUHG� RXW� RI� FRXUW�� WKH� GLUHFW� FRVWV� DSSHDU� WR� EH� HYHQ
ORZHU�� *LOVRQ� HW� DO� ������� ��������� REWDLQHG� HVWLPDWHV� RI� WKH
GLUHFW�FRVWV�RI�µZRUNRXWV¶�XQGHUJRQH�E\����86�ILUPV�GXULQJ�WKH
SHULRG� ����������� DQG� IRXQG� WKHP� WR� EH� D� PHGLDQ� RI� RQO\
������ RI� WKH� WRWDO� ERRN� YDOXH� RI� WKH� ILUPV
� DVVHWV� SULRU� WR� WKH
UHRUJDQLVDWLRQ�

���
)RU� DFFHVVLEOH� UHYLHZV� RI� WKH� OLWHUDWXUH�� VHH� %XFNOH\� �������
7ULDQWLV���������5DVPXVVHQ������E�������������

���
(PSLULFDO� UHVHDUFK� LV� JHQHUDOO\� VXSSRUWLYH� RI� WKH� H[LVWHQFH� RI
VXFK�FRVWV��'DLJOH�DQG�0RORQH\�����������������WRRN�D�VDPSOH
RI����86�ILUPV�ZKLFK�ILOHG�IRU�&KDSWHU����EDQNUXSWF\�GXULQJ�WKH
����V��DQG�LQYHVWLJDWHG�WKHLU�LQYHVWPHQW�GHFLVLRQV�LQ�WKH���\HDUV
SULRU� WR�ILOLQJ��7KH\�IRXQG�FRQVLGHUDEOH�TXDOLWDWLYH�HYLGHQFH�RI
ULVN�VKLIWLQJ��H[FHVVLYH�GLYLGHQG�SD\PHQWV�RU�VKDUH�UHSXUFKDVHV�
DQG�HYHQ�RXWULJKW�IUDXG��,Q�FRQWUDVW��$QGUDGH�DQG�.DSODQ�������
ILQG� µQR� HYLGHQFH� RI� DQ\� ULVN�VKLIWLQJ� RU� DVVHW� VXEVWLWXWLRQ¶� LQ
WKHLU� VDPSOH� RI� ��� KLJKO\� OHYHUDJHG� WUDQVDFWLRQV� WKDW� EHFDPH
ILQDQFLDOO\�GLVWUHVVHG��+RZHYHU�� IXUWKHU� LQGLUHFW�VXSSRUW� IRU� WKH
H[LVWHQFH�RI�ILQDQFLDO�DJHQF\�FRVWV�FRPHV�IURP�WKH�REVHUYHG�XVH
RI� ORDQ� FRYHQDQWV� �H�J�� 6PLWK� DQG� :DUQHU�� ������� WKH
FRQVWULFWLYHQHVV� RI� ZKLFK� KDYH� EHHQ� VKRZQ� WR� EH� UHODWHG� WR
ILUPV¶�OHYHO�RI�JHDULQJ�
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���
+XWFKLQVRQ�Y�-RKQVWRQH����������7HUP�5HS���������(5�����

���
���86&�������

���
,$������VV�����������������������

���
LELG�VV��������

���
,W�LV�FOHDU�WKDW�WKH�(QJOLVK�DGPLQLVWUDWLYH�UHFHLYHUVKLS�SURFHGXUH�
DOWKRXJK� IRUPDOO\� DQ� HQIRUFHPHQW� PHFKDQLVP� HPSOR\HG� E\� D
VLQJOH� VHFXUHG�FUHGLWRU�� KDV� D� FROOHFWLYLVLQJ� UROH� WR� SOD\� LQ� WKLV
ZD\��%XFNOH\��������$UPRXU�DQG�)ULVE\��������

���
/DZOHVV� DQG� )HUULV� ������� IRXQG� WKDW� GLUHFW� FRVWV� ZHUH
FRUUHODWHG�WR�WKH�OHQJWK�RI�&KDSWHU����SURFHHGLQJV��DOWKRXJK�WKH
VWDWLVWLFDO�VLJQLILFDQFH�ZDV�ZHDN�������

���
+RZHYHU��/R3XFNL�DQG�:KLWIRUG��������GRZQSOD\�WKH�HPSLULFDO
VLJQLILFDQFH�RI�VXFK�YDOXDWLRQ�SUREOHPV�

���
$XFWLRQLQJ� WKH� ILUP� RXWULJKW� PD\� QRW� LQ� IDFW� PD[LPLVH� WKH
SRVVLEOH�UHWXUQV�WR�FUHGLWRUV��&RUQHOOL�DQG�)HOOL��������VKRZ�WKDW
DQ\� JLYHQ� UHWXUQ� WR� FUHGLWRUV� IURP� DQ� RXWULJKW� DXFWLRQ� FDQ� EH
LQFUHDVHG�WKURXJK�WKH�DXFWLRQ�RI�RQO\�D�FRQWUROOLQJ�VWDNH� LQ� WKH
ILUP�� 7KH� LQWXLWLRQ� LV� WKDW� WKURXJK� UHWDLQLQJ� D� PLQRULW\
VKDUHKROGLQJ�� WKH� FUHGLWRUV� DUH� DEOH� WR� FDSWXUH� SDUW� RI� WKH
VXFFHVVIXO�ELGGHU
V�VXUSOXV�

���
6WU|PEHUJ��������SURYLGHV�VRPH�VXSSRUW�IRU�WKLV�SUHGLFWLRQ�ZLWK
HPSLULFDO�GDWD�IURP�6ZHGHQ��7KH�SULQFLSDO�6ZHGLVK�LQVROYHQF\
SURFHGXUH�LV�LQ�IDFW�D�OLTXLGDWLRQ�VDOH��ZKLFK�PD\�EH�HLWKHU�RQ�D
JRLQJ�FRQFHUQ� RU� D� EUHDN�XS� EDVLV�� 6WU|PEHUJ
V� VDPSOH� RI
6ZHGLVK� OLTXLGDWLRQV� VKRZ� WKDW� ILUPV� DUH� RIWHQ� VROG� EDFN� WR
LQFXPEHQW� PDQDJHPHQW�� DQG� WKDW� WKLV� RFFXUV� LQ� FLUFXPVWDQFHV
ZKHUH� WKH� DELOLW\� RI� PDQDJHPHQW� SOXV� WKH� ILQDQFLQJ� EDQN� WR
H[WUDFW�YDOXH�IURP�MXQLRU�FODLPDQWV�LV�PD[LPLVHG�
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���
,Q� WKH� 86�� EDQNUXSWF\� ODZ� GRFWULQH� DVVHUWV� WKDW� PDUNHWV
µV\VWHPDWLFDOO\�XQGHUYDOXH¶�ILUPV�LQ�UHRUJDQLVDWLRQ�SURFHHGLQJV�
OHDGLQJ�MXGJHV�WR�GLVWUXVW�PDUNHW�YDOXDWLRQ�HYLGHQFH�DQG�FRQILUP
SODQV� FRQWDLQLQJ� LQIODWHG� ILJXUHV�� :KLOVW� WKH� XQGHUYDOXDWLRQ
SUREOHP�PD\�EH�UHDO�LQ�WKH�FDVH�RI�VPDOO�ILUPV�ZLWK�WKLQ�PDUNHWV
IRU� WKHLU� VHFXULWLHV�� WKLV� LV� QRW� WKH� FDVH� IRU� ODUJH� ILUPV�� DV
HYLGHQFHG�E\�VRPH�HDUO\�HPSLULFDO�ZRUN�FLWHG�E\�5RH��������

���
6WU|PEHUJ� ������� SURYLGHV� VRPH� HPSLULFDO� VXSSRUW� IRU� WKLV
SUHGLFWLRQ��+LV�GDWD� VKRZ� WKDW� OLTXLGDWLRQ�YDOXH�GHFUHDVHV�ZLWK
WKH� LQGHEWHGQHVV� RI� WKH� ILUP
V� LQGXVWU\�� DQG� WKH� GHJUHH� RI
VSHFLILFLW\�RI�WKH�DVVHWV�IRU�VDOH�

���
7KH�SRLQW�WKDW�D�UHRUJDQLVDWLRQ�LV��LQ�HIIHFW��D�
VDOH
�WR�WKH�ILUP
V
H[LVWLQJ�RZQHUV�ZDV�ILUVW�PDGH�E\�%DLUG��������

���
2Q�WKLV�HIIHFW��VHH�LQIUD�VHFWLRQ�������

���
7KLV� SURSRVDO� LV� GXH� WR� %HEFKXN� �������� DOWKRXJK� LW� LV� EHVW
NQRZQ�LQ�WKH�IRUP�SUHVHQWHG�LQ�$JKLRQ�HW�DO��������

���
%HEFKXN������������Q����RIIHUV�WKH�IROORZLQJ�JHQHUDO�H[DPSOH�

���
µ&RQVLGHU��IRU�H[DPSOH��D�VLWXDWLRQ�LQ�ZKLFK�WKH�WRWDO�FODLP�RI�D
JLYHQ�LQWHUPHGLDWH�FODVV�RI�FUHGLWRUV�LV������DQG�WKH�WRWDO�FODLP
RI�WKH�FODVVHV�DERYH�LW�LV�������,Q�WKLV�FDVH��DQ\�PHPEHU�RI�WKLV
LQWHUPHGLDWH�FODVV�ZLOO�UHFHLYH��IRU�HDFK����GHEW�WKDW�KH�LV�RZHG�
D�ULJKW�WKDW�PD\�EH�UHGHHPHG�E\�WKH�FRPSDQ\�IRU����DQG��LI�QRW
UHGHHPHG��ZLOO� HQWLWOH�KLP� WR�SXUFKDVH�������RI� WKH� FRPSDQ\
V
VHFXULWLHV�IRU�D�SULFH�HTXDO�WR��������������RI�WKH�WRWDO�SUHFHGLQJ
FODLPV�RI�������¶

���
%DLUG� DQG� -DFNVRQ� ������� ������ WHUP� WKLV� W\SH� RI� EHKDYLRXU

IRUXP�VKRSSLQJ
�

���
7KH�QHZ� ILQDQFLHU
V� H[SHFWHG� UHWXUQ� FDQQRW�EH� JUHDWHU� WKDQ� WKH
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ILUP
V� YDOXH� �DIWHU� LQFRUSRUDWLQJ� WKH� HIIHFW� RI� WKH� QHZ� SURMHFW�
PLQXV�WKH�SURPLVHG�UHWXUQ�WR�WKH�SULRU�OHQGHU�

���
$Q� DOWHUQDWLYH� WHFKQLTXH� IRU� ILQDQFLQJ� VXEVHTXHQW� SURMHFWV� LV
WKURXJK�WKH�VDOH�RI�DVVHWV�DVVRFLDWHG�ZLWK�H[LVWLQJ�SURMHFWV��2QFH
DJDLQ�� WKLV�FDQ�EH�SURKLELWHG�WKURXJK� WKH�XVH�RI� ORDQ�FRYHQDQWV
UHVWULFWLQJ�GLVSRVLWLRQV�RI�WKH�ILUP
V�DVVHWV�

���
,$�������VV�������������������86&�������

���
,$������VV�����������������������86&������������� ��8QLIRUP
)UDXGXOHQW�7UDQVIHU�$FW�

���
6HH�H�J��&RPSDQLHV�$FW�������3DUWV�,9��9�DQG�9,,,�

���
,$������V�����

���
&RPSDQ\�'LUHFWRUV¶�'LVTXDOLILFDWLRQ�$FW������

���
5HVHDUFK�RQ�WKLV�WRSLF�KDV�WHQGHG�WR�IRFXV�RQ�ODUJH�SXEOLF�ILUPV�
/R3XFNL�DQG�:KLWIRUG��������IRXQG�WKDW�LQ����RXW�RI����&KDSWHU
��� EDQNUXSWFLHV� GXULQJ� WKH� ����V� ������ ZKHUH� GHEWRUV� ZHUH
LQVROYHQW��FUHGLWRUV�DJUHHG�WR�DOORZ�HTXLW\�WR�UHFHLYH�D�VKDUH�LQ
WKH�UHRUJDQLVHG�ILUP��+RZHYHU��WKH�VKDUH�DV�D�SHUFHQWDJH�RI�WKH
WRWDO�GLVWULEXWLRQV�ZDV�JHQHUDOO\�VPDOO�DQG�UDUHO\�H[FHHGHG�����
QRU�GLG�HTXLW\
V�SURSRUWLRQDWH�VKDUH�LQFUHDVH�ZLWK�WKH�SHUFHQWDJH
UHFRYHUHG� E\� FUHGLWRUV�� :HLVV� ������� VWXGLHG� ��� SXEOLF� ILUPV
ILOLQJ� IRU� &KDSWHU� ��� GXULQJ� ��������� +H� IRXQG� YLRODWLRQV� RI
SUHLQVROYHQF\� SULRULWLHV� LQ� ���� RI� FDVHV�� ,Q� ��� FDVHV�� HTXLW\
UHFHLYHG�PRUH� WKDQ�����RI� WKH� UHRUJDQLVHG� ILUP
V�YDOXH��2WKHU
VWXGLHV� ILQGLQJ� GHYLDWLRQV� IURP� SUHLQVROYHQF\� SULRULWLHV� DUH
(EHUKDUGW� HW� DO� ������� ������ DQG� )UDQNV� DQG� 7RURXV� ������
�������:KLWH� �����E�� DJJUHJDWHV� WKH� ILQGLQJV� RI� D� QXPEHU� RI
VWXGLHV�WR�VKRZ�WKDW�HTXLW\�UHFHLYH�D�PLQLPXP�RI�DURXQG����RI
WKH� YDOXH� RI� FUHGLWRUV
� FODLPV�� ULVLQJ� VORZO\� ZLWK� FUHGLWRUV

SHUFHQWDJH�UHFRYHULHV�



��

���
7KHLU�VDPSOH�FRQVLVWHG�RI����&KDSWHU����ILUPV�ILOLQJ�GXULQJ�WKH
����V��7KH�SRVVLELOLWLHV� IRU�PLVLQYHVWPHQW�ZHUH�GHWHUPLQHG�E\
UHIHUHQFH�WR�WKH�YDOXH�RI�WKH�ILUPV
�FXUUHQW�DVVHWV��DV�D�SUR[\�IRU
WKRVH� DYDLODEOH� IRU� VXEVWLWXWLRQ� LQWR�PRUH� ULVN\� SURMHFWV�� 7KHLU
VL]H�ILYH�\HDUV�SULRU�WR�EDQNUXSWF\�ZDV�IRXQG�WR�EH�FRUUHODWHG�WR
WKH�VL]H�RI�HTXLW\
V�VKDUH�LQ�UHRUJDQLVHG�ILUPV�

���
0LOOV� Y� 1RUWKHUQ� 5O\� RI� %XHQRV� $LUHV� ������� �� &K� $SS� ���
�FUHGLWRUV�KDYH�QR�LQGLYLGXDO�ULJKW�WR�LQMXQFW�WKH�FRPSDQ\�IRUP
EUHDFKLQJ� WKH�FDSLWDO�PDLQWHQDQFH� UHJLPH��� ,$������ VV��������
����������������ZURQJIXO�WUDGLQJ�DFWLRQ�PD\�RQO\�EH�EURXJKW�E\
OLTXLGDWRU�� SUHIHUHQFH� DQG� XQGHUYDOXH� DFWLRQV� PD\� RQO\� EH
EURXJKW�E\�OLTXLGDWRU�RU�DGPLQLVWUDWRU��

���
,$� ����� V� ��� �DGPLQLVWUDWRUV¶� SURSRVDOV� PXVW� EH� DSSURYHG� E\
FUHGLWRUV¶� PHHWLQJ��� V� ���� �OLTXLGDWRU� DSSRLQWHG� LQ� DFFRUGDQFH
ZLWK�FUHGLWRUV¶�SUHIHUHQFHV��

���
&RPSDQ\�'LUHFWRUV¶�'LVTXDOLILFDWLRQ�$FW�������VV������6FKHG����

���
)RU�H[DPSOH��LQ�WKH�8.��V\QGLFDWHG�EDQN�ORDQV�W\SLFDOO\�FRQWDLQ
PDMRULW\�YRWLQJ� SURYLVLRQV� UHODWLQJ� WR� ZDLYHU� RI� FHUWDLQ
FRYHQDQWV��EXW�ZLOO�LPSOHPHQW�D�UXOH�RI�XQDQLPLW\�LQ�UHVSHFW�RI
UHQHJRWLDWLRQ�RI�SD\PHQWV�RU�ZDLYHU�RI�QRQ�SD\PHQW��VHH�:RRG�
������,VHUQ�)HOLX��������

���
1HJDWLYH� SOHGJH� FODXVHV� PLJKW� EH� XVHG� WR� SURYLGH� WKDW� VXFK
EHKDYLRXU� ZRXOG� FRQVWLWXWH� DQ� DXWRPDWLF� HYHQW� RI� GHIDXOW�
WKHUHE\� SURYLGLQJ� DQ� HIIHFWLYH� 
ORFN�LQ
� WR� WKH� SDUWLFXODU
SURFHGXUH��7KHUH�ZRXOG��KRZHYHU��VWLOO�EH�WKH�SRVVLELOLW\�RI�ODUJH
GHEWV�EHLQJ�RZHG�WR�LQYROXQWDU\�FUHGLWRUV�VXFK�DV�WRUW�YLFWLPV�

���
%HEFKXN�DQG�)HUUHOO��������FODLP�WR�ILQG�HYLGHQFH�RI�WKLV�VRUW�RI
EHKDYLRXU�DV�UHVSHFWV�WDNH�RYHU�SURYLVLRQV��7KH\�VXJJHVW�WKDW�LI
FDSLWDO�PDUNHWV�DUH�QRW�FRPSOHWHO\�HIILFLHQW��WKHQ�PDQDJHUV�ZLOO
DWWHPSW�WR��UH�LQFRSRUDWH�WKHLU�ILUPV�LQ�MXULVGLFWLRQV�ZLWK�VWURQJ



��

µFRQVWLWXHQF\¶�VWDWXWHV��7KHVH�DUH�ODZV�ZKLFK�JLYH�PDQDJHUV�WKH
SRZHU� WR�PDNH�XVH�RI�GHIHQVLYH� WDFWLFV� LQ� WKH� IDFH�RI� D�KRVWLOH
ELG�LI�WKH\�FRQVLGHU�WKDW�WKH�ELGGHU�LV�OLNHO\�WR�KDUP�HPSOR\HHV�
WKH� ORFDO� FRPPXQLW\� HWF�� 7KH\� DUH� FRPPRQO\� WKRXJKW� WR� JLYH
XQGHUSHUIRUPLQJ�PDQDJHUV�D� OLFHQFH� WR�DYRLG�GLVFLSOLQDU\�ELGV�
%HEFKXN� DQG� )HUUHOO� DUJXH� WKDW� PDQDJHUV� WHQG� WR� SUHIHU� WR
LQFRUSRUDWH�LQ�MXULVGLFWLRQV�ZKHUH�VXFK�SURYLVLRQV�DUH�SUHYDOHQW
LI� FDSLWDO� PDUNHWV� DUH� QRW� VFUXWLQLVLQJ� WKH� WHUPV� RI� WKHLU
FRUSRUDWH�FKDUWHU�FDUHIXOO\�

���
7KH� DXWKRUV� FRPSDUHG� ERQGV� LVVXHG� XQGHU�(QJOLVK� ODZ� �ZKLFK
SHUPLWV� FROOHFWLYH� DFWLRQ� FODXVHV�� ZLWK� WKRVH� LVVXHG� XQGHU� 86
ODZ� �ZKLFK� GRHV� QRW��� %\� FRQWUROOLQJ� IRU� ERUURZHUV¶� FUHGLW
UDWLQJV�� WKH\� IRXQG� �L�� FROOHFWLYH�DFWLRQ�FODXVHV� UHGXFH� WKH� FRVW
RI�ERUURZLQJ�IRU�PRUH�FUHGLW�ZRUWK\�ERUURZHUV���LL��LQFUHDVH�WKH
FRVW�RI�ERUURZLQJ�IRU�OHVV�FUHGLW�ZRUWK\�ERUURZHUV�

���
7KH� SURSRVDOV� WR� UHSODFH� PDQGDWRU\� VWDWH�VXSSOLHG� SURFHGXUHV
ZLWK� µFRQWUDFWXDO¶� SURFHGXUHV� LQ� WKH� GHEWRU¶V� FRQVWLWXWLRQ� LV
PHUHO\�D�VKLIW�IURP�RQH�IRUP�RI�OHJDO�UXOH�WR�DQRWKHU�

���
(QJOLVK� ODZ�DOORZV� WKH�GHEWRU� ILUP� WR�JUDQW�VXFK�D�FUHGLWRU� WKH
ULJKWV� WR� FRQWURO� LQVROYHQF\� SURFHHGLQJV�� WKURXJK� WKH
DGPLQLVWUDWLYH�UHFHLYHUVKLS�SURFHGXUH�

���
/HQGLQJ� UHODWLRQVKLSV� GR� VRPHWLPHV� RSHUDWH� LQ� FLUFXPVWDQFHV
ZKHUH� WKHUH� DUH� QR� �OHJDOO\� ELQGLQJ�� FROOHFWLYH� RU� LQGLYLGXDO
HQIRUFHPHQW�SURFHGXUHV��VRYHUHLJQ�GHEW�EHLQJ�D�JRRG�H[DPSOH�

���
7KLV�LV�VR�UHJDUGOHVV�RI�ZKHWKHU�RU�QRW�WKH\�SOD\�,�

���
7KH� FHOO� LQ� ZKLFK� ERWK� SOD\HUV� SOD\�z,� LV� D� GRPLQDQW� VWUDWHJ\
HTXLOLEULXP�

���
6HH�%DLUG�HW�DO��������������



��

),*85(6��',$*5$0�$1'�7$%/(6
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)LJXUH��

(QIRUFH &R�RSHUDWH

(QIRUFH ����� �����

&R�RSHUDWH ����� �����

)LJXUH�� ��&ROXPQ

(QIRUFH &R�RSHUDWH

5RZ (QIRUFH ����� �����

&R�RSHUDWH ����� �����

'LDJUDP��

3D\RIIV���5RZ��&RO��

� ��5RZ�HQIRUFHV �� ��5RZ�FR�RSHUDWHV

��&RO�HQIRUFHV ���&RO�FR�RSHUDWHV� &RO�HQIRUFHV�&RO�FR�RSHUDWHV

�, �z, �,�� z, ,������z, �� ��,������z,

, ����� ����� ��, ����� ����� ��, ���� ����� ��, ���� �����

z, ����� ����� z, ����� ����� z, ���� ���� z, ����� ����
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7DEOH���&ROOHFWLYLVDWLRQ

3URFHGXUH 6WD\�RI

HQIRUFHPHQW

$OORFDWLRQ�RI�FRQWURO�ULJKWV

8.

:LQGLQJ�XS 8QVHFXUHG
FODLPDQWV��DOO
FODLPV�VWD\HG�
H[�SRVW
SROLFLQJ�RI
SUHIHUHQFHV

/LTXLGDWRU��DSSRLQWHG�E\�FUHGLWRUV
FRPPLWWHH��FRXUW�KDV�VXSHUYLVRU\
MXULVGLFWLRQ

$GPLQLVWUDWLRQ $OO�FODLPDQWV $GPLQLVWUDWRU�DSSRLQWHG�E\�FUHGLWRUV
FRPPLWWHH��FRXUW�KDV�VXSHUYLVRU\
MXULVGLFWLRQ

$GPLQLVWUDWLYH
UHFHLYHUVKLS

$OO�FODLPDQWV
MXQLRU�WR�WKH
DSSRLQWLQJ
FUHGLWRU

$GPLQLVWUDWLYH�UHFHLYHU�DSSRLQWHG�E\
FRQFHQWUDWHG�VHFXUHG�FUHGLWRU��RZLQJ
GXWLHV�WR�WKDW�FUHGLWRU

6FKHPH�RI
DUUDQJHPHQW��
&9$

Q�D Q�D

&9$
PRUDWRULXP
SURFHGXUH

$OO�FODLPDQWV ([LVWLQJ�PDQDJHPHQW�IRU����GD\V�
QRPLQHH�KDV�ULJKW�WR�WHUPLQDWH
SURFHGXUH��FUHGLWRUV�YRWH�PD\
WHUPLQDWH�RU�H[WHQG

86$

&KDSWHU�� $OO�FODLPDQWV 7UXVWHH�DSSRLQWHG�E\�FUHGLWRUV
FRPPLWWHH

&KDSWHU��� $OO�FODLPDQWV 'HEWRU¶V�H[LVWLQJ�PDQDJHPHQW��VXEMHFW
WR�VXSHUYLVRU\�MXULVGLFWLRQ�RI�FRXUW



��

7DEOH���/LTXLGDWLRQ�DQG�5HRUJDQLVDWLRQ

3URFHGXUH /LTXLGDWLRQ 5HRUJDQLVDWLRQ

8.

:LQGLQJ�XS <HV <HV��FRXSOHG�ZLWK�D�YRWLQJ�SURFHGXUH�

$GPLQLVWUDWLRQ <HV <HV��FRXSOHG�ZLWK�D�YRWLQJ�SURFHGXUH�

$GPLQLVWUDWLYH
UHFHLYHUVKLS

<HV 1R

&9$��6FKHPH 1R <HV

&9$
PRUDWRULXP

1R <HV

86$

&KDSWHU�� <HV 1R

&KDSWHU��� 1R <HV



��

7DEOH���(QWU\�DQG�([LW

3URFHGXUH (QWU\�0HFKDQLVP ([LW�0HFKDQLVP

8.

:LQGLQJ�XS �L��VKDUHKROGHU�YRWH

��µYROXQWDU\¶�OLTXLGDWLRQ�

�LL��FRXUW�KHDULQJ�RQ�SHWLWLRQ
RI�FUHGLWRUV

UHDOLVDWLRQ�RI�ILUP¶V�DVVHWV
FRPSOHWHG�DQG�SURFHHGV�SDLG�RYHU
WR�FUHGLWRUV�DQG�PHPEHUV��ZKHUH
DSSURSULDWH�

$GPLQLVWUDWLRQ FRXUW�KHDULQJ�GHPRQVWUDWLQJ
LPPLQHQW�LQVROYHQF\��DQG
WKDW�DGPLQ�ZLOO�HQDEOH��L�
EHWWHU�UHDOLVDWLRQ���LL�
SUHVHUYDWLRQ�RI�EXVLQHVV�RU
�LLL��UHRUJDQLVDWLRQ

ZLQGLQJ�XS�RU�VFKHPH�RI
DUUDQJHPHQW�&9$�

$GPLQLVWUDWLYH
UHFHLYHUVKLS

6HFXUHG�FUHGLWRU�HQWLWOHG�WR
DSSRLQW�UHFHLYHU�DQG�FKRRVHV
WR�GR�VR�

5HFHLYHU�KDV�UHDOLVHG�DVVHWV�DQG
SDLG�RII�DSSRLQWRU

6FKHPH�RI
DUUDQJHPHQW�
&9$

'LUHFWRUV�LQLWLDWH�SURSRVDO�
VFUXWLQLVHG�DQG�FRQILUPHG�E\
,3�QRPLQHH��&9$�

&UHGLWRUV�YRWH�DQG�VFKHPH
LPSOHPHQWHG

1HZ�&9$
PRUDWRULXP
SURFHGXUH

'LUHFWRUV�LQLWLDWH�SURSRVDO�
VFUXWLQLVHG�DQG�FRQILUPHG�E\
QRPLQHH��LQVROYHQF\
SUDFWLWLRQHU�

���GD\V��&UHGLWRUV�YRWH�RQ
ZKHWKHU�WR�H[WHQG��VFKHPH
LPSOHPHQWHG

86$

&KDSWHU�� 'HEWRU�ILUP�RU�FRXUW�KHDULQJ 5HDOLVDWLRQV�FRPSOHWHG�DQG
GLVWULEXWHG�WR�FUHGLWRUV

&KDSWHU��� 'HEWRU�ILUP 3ODQ�FRQILUPHG�E\�FRXUW�RU�FRXUW
GHFLGHV�WKDW�GHEWRU�VKRXOG�EH
WUDQVIHUUHG�WR�&KDSWHU��
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5HIHUHQFHV

$GOHU��%DUU\�(����������µ)LQDQFLDO�DQG�3ROLWLFDO�7KHRULHV�RI�$PHULFDQ
&RUSRUDWH�%DQNUXSWF\¶�����6WDQIRUG�/DZ�5HYLHZ������

�� ������� µ$� 5H�H[DPLQDWLRQ� RI� 1HDU�%DQNUXSWF\� ,QYHVWPHQW
,QFHQWLYHV¶����8QLYHUVLW\�RI�&KLFDJR�/DZ�5HYLHZ������

$JKLRQ�� 3KLOLSSH�� +DUW�� 2OLYHU� DQG� 0RRUH�� -RKQ� �������� µ7KH
(FRQRPLFV� RI� %DQNUXSWF\� 5HIRUP¶�� �� -RXUQDO� RI� /DZ

(FRQRPLFV�DQG�2UJDQLVDWLRQ����������

�� ���� DQG��� �������� µ$� 3URSRVDO� IRU� %DQNUXSWF\� 5HIRUP� LQ� WKH
8.¶����,QVROYHQF\�/DZ�DQG�3UDFWLFH������

$QGUDGH�� *UHJRU�� DQG� .DSODQ�� 6WHYHQ� 1�� �������� µ+RZ� &RVWO\� LV
)LQDQFLDO� �1RW� (FRQRPLF�� 'LVWUHVV"� (YLGHQFH� )URP�+LJKO\�
/HYHUDJHG�7UDQVDFWLRQV�WKDW�%HFDPH�'LVWUHVVHG¶�����-RXUQDO�RI
)LQDQFH�������

$UPRXU�� -RKQ� �������� µ6KDUH� &DSLWDO� DQG� &UHGLWRU� 3URWHFWLRQ�
(IILFLHQW�5XOHV�IRU�D�0RGHUQ�&RPSDQ\�/DZ"¶�����0RGHUQ�/DZ

5HYLHZ����������

�� DQG� 'HDNLQ�� 6LPRQ� �������� µ1RUPV� LQ� 3ULYDWH� ,QVROYHQF\�� 7KH
µ/RQGRQ� $SSURDFK� WR� WKH� 5HVROXWLRQ� RI� )LQDQFLDO� 'LVWUHVV¶�
(65&� &HQWUH� IRU� %XVLQHVV� 5HVHDUFK� :RUNLQJ� 3DSHU�� ����
6HSWHPEHU������

��DQG�)ULVE\��6DQGUD� �������� µ5HWKLQNLQJ�5HFHLYHUVKLS¶�����2[IRUG
-RXUQDO�RI�/HJDO�6WXGLHV���������

%DLUG�� 'RXJODV� *�� �������� µ7KH� 8QHDV\� &DVH� IRU� &RUSRUDWH
5HRUJDQLVDWLRQV¶�����-RXUQDO�RI�/HJDO�6WXGLHV����������



��

�� �����D��� µ$� :RUOG� :LWKRXW� %DQNUXSWF\¶�� ��� /DZ� DQG

&RQWHPSRUDU\�3UREOHPV����������

�� �����E��� µ/RVV�'LVWULEXWLRQ��)RUXP�6KRSSLQJ�DQG�%DQNUXSWF\��$
5HSO\� WR�:DUUHQ¶�����8QLYHUVLW\�RI�&KLFDJR�/DZ�5HYLHZ������
����

�� �������� µ%DQNUXSWF\¶V� 8QFRQWHVWHG� $[LRPV¶�� ���� <DOH� /DZ
-RXUQDO����������

�� DQG� -DFNVRQ��7KRPDV�+�� �������� µ&RUSRUDWH�5HRUJDQLVDWLRQV� DQG
WKH�7UHDWPHQW�RI�'LYHUVH�2ZQHUVKLS� ,QWHUHVWV��$�&RPPHQW� RQ
$GHTXDWH� 3URWHFWLRQ� RI� 6HFXUHG� &UHGLWRUV� LQ� %DQNUXSWF\¶�� ��
8QLYHUVLW\�RI�&KLFDJR�/DZ�5HYLHZ���������

�� DQG��� ��������&DVHV�� 3UREOHPV� DQG� 0DWHULDOV� RQ� %DQNUXSWF\�
%RVWRQ��0$��/LWWOH��%URZQ���

QG
�HG��

��*HUWQHU��5REHUW�DQG�3LFNHU��5DQGDOO�&����������*DPH�7KHRU\�DQG
WKH�/DZ��&DPEULGJH��0$��+DUYDUG�8QLYHUVLW\�3UHVV�

%DUQHD��$PLU�� +DXJHQ�� 5REHUW� $��� DQG�6HQEHW�� /HPPD�:�� �������
$JHQF\�3UREOHPV�DQG�)LQDQFLDO�&RQWUDFWLQJ��(QJOHZRRG�&OLIIV�
1-��3UHQWLFH�+DOO�

%HOFKHU��$OLFH���������&RUSRUDWH�5HVFXH��/RQGRQ��6ZHHW�	�0D[ZHOO�

%HEFKXN�� /XFLHQ� $\UH� �������� µ$� 1HZ� $SSURDFK� WR� &RUSRUDWH
5HRUJDQL]DWLRQV¶������+DUYDUG�/DZ�5HYLHZ����������

�� �������� µ&KDSWHU���¶�� LQ�1HZPDQ��3HWHU� �HG���7KH�1HZ�3DOJUDYH
'LFWLRQDU\� 2I� (FRQRPLFV� $QG� 7KH� /DZ�� %DVLQJVWRNH�
0DFPLOODQ�



��

��DQG�&KDQJ��+RZDUG���������µ%DUJDLQLQJ�DQG�WKH�'LYLVLRQ�RI�9DOXH
LQ� &RUSRUDWH� 5HRUJDQL]DWLRQ¶�� �� -RXUQDO� RI� /DZ�� (FRQRPLFV�
DQG�2UJDQL]DWLRQ����������

�� DQG� )HUUHOO�� $OOHQ� �������� µ)HGHUDOLVP� DQG�7DNHRYHU� /DZ�� 7KH
5DFH� WR� 3URWHFW� 0DQDJHUV� IURP�7DNHRYHUV¶�� 1%(5� :RUNLQJ

3DSHU��������

%UHDOH\�� 5LFKDUG� $��� DQG� 0\HUV�� 6WHZDUW� &�� ��������3ULQFLSOHV� RI
&RUSRUDWH�)LQDQFH��/RQGRQ��0F*UDZ�+LOO���WK�HG��

%XFNOH\��)UDQN�+����������µ7KH�7HUPLQDWLRQ�'HFLVLRQ¶�����8QLYHUVLW\
RI�0LVVRXUL�.DQVDV�&LW\�/DZ�5HYLHZ������

�� �������� µ7KH� $PHULFDQ� 6WD\¶�� �� 6RXWKHUQ� &DOLIRUQLD

,QWHUGLVFLSOLQDU\�/DZ�-RXUQDO����������

&KHIILQV�� %ULDQ� &� �������� &RPSDQ\� /DZ�� 7KHRU\�� 6WUXFWXUH� DQG
2SHUDWLRQ��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�

&ODUN��5REHUW�&�� �������� µ7KH�'XWLHV�RI� WKH�&RUSRUDWH�'HEWRU� WR� ,WV
&UHGLWRUV¶�����+DUYDUG�/DZ�5HYLHZ������

&RUQHOOL��)UDQFHVFD��DQG�)HOOL��/HRQDUGR���������µ([�$QWH�(IILFLHQF\
RI� %DQNUXSWF\� 3URFHGXUHV¶�� ���(XURSHDQ� (FRQRPLF� 5HYLHZ�
��������

'DLJOH�� .DWKHULQH� +�� DQG� 0DORQH\�� 0LFKDHO� 7�� �������� µ5HVLGXDO
&ODLPV� Q� %DQNUXSWF\�� $Q� $JHQF\� 7KHRU\� ([SODQDWLRQ¶����
-RXUQDO�RI�/DZ�DQG�(FRQRPLFV����������

(DVWHUEURRN��)UDQN�+�� �������� µ,V�&RUSRUDWH�%DQNUXSWF\�(IILFLHQW"¶�
���-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV����������

(EHUKDUGW�� $OODQ�� 0RRUH�� :LOOLDP�� DQG�5RHQIHOGW�� 5RGQH\� �������
µ6HFXULW\� 3ULFLQJ� DQG� 'HYLDWLRQV� IURP� WKH� $EVROXWH� 3ULRULW\
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5XOH�LQ�%DQNUXSWF\�3URFHHGLQJV¶�����-RXUQDO�RI�)LQDQFH�������
�����

(LFKHQJUHHQ�� %DUU\� DQG�0RG\�� $VKRND� �������� µ:RXOG� &ROOHFWLYH
$FWLRQ�&ODXVHV�5DLVH�%RUURZLQJ�&RVWV¶��1%(5�:RUNLQJ�3DSHU�
������

)LQFK��9DQHVVD���������µ7KH�0HDVXUHV�RI�,QVROYHQF\�/DZ¶�����2[IRUG
-RXUQDO�RI�/HJDO�6WXGLHV����������

)UDQNV�� -XOLDQ� 5��� DQG� 7RURXV�� :DOWHU� 1�� �������� µ$Q� (PSLULFDO
,QYHVWLJDWLRQ� RI� 86� )LUPV� LQ�5HRUJDQL]DWLRQ¶�� ��� -RXUQDO� RI
)LQDQFH����������

*HUWQHU�� 5REHUW� DQG� 6FKDUIVWHLQ�� 'DYLG� �������� µ$� 7KHRU\� RI
:RUNRXWV�DQG�WKH�(IIHFWV�RI�5HRUJDQL]DWLRQ�/DZ¶�����-RXUQDO�RI
)LQDQFH������������

*LOVRQ�� 6WXDUW� &�� �������� µ0DQDJHPHQW� 7XUQRYHU� DQG� )LQDQFLDO
'LVWUHVV¶�����-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV����������

�� �� -RKQ�� .RVH�� DQG� /DQJ�� /DUU\� +�3��� ������� µ7URXEOHG� 'HEW
5HVWUXFWXULQJV�� $Q� (PSLULFDO� 6WXG\� RI� 3ULYDWH�5HRUJDQL]DWLRQ
RI�)LUPV� LQ�'HIDXOW¶� ���-RXUQDO� RI�)LQDQFLDO�(FRQRPLFV�� ����
����

�� DQG� 9HWVX\SHQV�� 0LFKDHO� 5�� �������� µ&UHGLWRU� &RQWURO� LQ
)LQDQFLDOO\� 'LVWUHVVHG� )LUPV�� (PSLULFDO� (YLGHQFH¶�� ��
:DVKLQJWRQ�8QLYHUVLW\�/DZ�4XDUWHUO\������������

*RRGH��5R\�0�� ��������3ULQFLSOHV�RI�&RUSRUDWH� ,QVROYHQF\�/DZ� �
QG

HG���/RQGRQ��6ZHHW�	�0D[ZHOO�

*UDQWKDP��5RVV���������µ7KH�-XGLFLDO�([WHQVLRQ�RI�'LUHFWRUV¶�'XWLHV
WR�&UHGLWRUV¶��-RXUQDO�RI�%XVLQHVV�/DZ�������
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*URVV�� .DUHQ� �������� )DLOXUH� DQG� )RUJLYHQHVV�� 5HEDODQFLQJ� WKH
%DQNUXSWF\�6\VWHP��1HZ�+DYHQ��<DOH�8QLYHUVLW\�3UHVV�

+DUW�� 2OLYHU� �������� )LUPV�� &RQWUDFWV� DQG� )LQDQFLDO� 6WUXFWXUH�
2[IRUG��&ODUHQGRQ�3UHVV�

,VHUQ�)HOLX�� 6DQWLDJR� �������� µ/RDQ� &RYHQDQWV�� 1HJRWLDWLRQ� DQG
&RPSOLDQFH¶�������3UDFWLFDO�/DZ�IRU�&RPSDQLHV��������

-DFNVRQ�� 7KRPDV� +�� �������� µ%DQNUXSWF\�� 1RQ�%DQNUXSWF\
(QWLWOHPHQWV��DQG�WKH�&UHGLWRUV¶�%DUJDLQ¶�����<DOH�/DZ�-RXUQDO�
��������

�� �������� µ$YRLGLQJ� 3RZHUV� LQ� %DQNUXSWF\¶�� ��� 6WDQIRUG� /DZ
5HYLHZ������

�� �������� 7KH� /RJLF� DQG� /LPLWV� RI� %DQNUXSWF\�� &DPEULGJH�� 0$�
+DUYDUG�83�

-HQVHQ��0LFKDHO�&��DQG�0HFNOLQJ��:LOOLDP�+����������µ7KHRU\�RI�WKH
)LUP�� 0DQDJHULDO� %HKDYLRXU�� $JHQF\� &RVWV� DQG� 2ZQHUVKLS
6WUXFWXUH¶����-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV����������

.RURENLQ�� 'RQDOG� 5�� �������� µ&RQWUDFWDULDQLVP� DQG� WKH� 1RUPDWLYH
)RXQGDWLRQV�RI�%DQNUXSWF\�/DZ¶�����7H[DV�/DZ�5HYLHZ������

�� �������� µ7KH�5ROH�RI�1RUPDWLYH�7KHRU\� LQ�%DQNUXSWF\�'HEDWHV¶�
���,RZD�/DZ�5HYLHZ�����

/DZOHVV��5REHUW�0��� DQG�)HUULV�� 6WHSKHQ�3�� �������� µ'LUHFW�&RVWV� LQ
&KDSWHU� ��� %DQNUXSWFLHV¶�� PLPHR�� 8QLYHUVLW\� RI� 0LVVRXUL�
&ROXPELD��DYDLODEOH�IURP��KWWS���ZZZ�VVUQ�FRP!��

/R3XFNL�� /\QQ� DQG� :KLWIRUG�� :LOOLDP� �������� µ%DUJDLQLQJ� 2YHU
(TXLW\
V� 6KDUH� LQ� WKH� %DQNUXSWF\� 5HRUJDQL]DWLRQ� RI� /DUJH�
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3XEOLFO\�+HOG�&RPSDQLHV¶������8QLYHUVLW\�RI�3HQQV\OYDQLD�/DZ
5HYLHZ������

0HFNOLQJ�� :LOOLDP� +�� �������� µ)LQDQFLDO� 0DUNHWV�� 'HIDXOW� DQG
%DQNUXSWF\��7KH�5ROH�RI�WKH�6WDWH¶�����/DZ�DQG�&RQWHPSRUDU\
3UREOHPV�����

0HJJLQVRQ��:LOOLDP�/����������&RUSRUDWH�)LQDQFH�7KHRU\��5HDGLQJ�
0$��$GGLVRQ�:HVOH\�

0RNDO�� 5L]ZDDQ� -�� �������� µ$Q� $JHQF\� &RVW� $QDO\VLV� RI� WKH
:URQJIXO� 7UDGLQJ� 3URYLVLRQV�� 5HGLVWULEXWLRQ�� 3HUYHUVH
,QFHQWLYHV� DQG� WKH� &UHGLWRUV¶� %DUJDLQ¶�� ���&DPEULGJH� /DZ
-RXUQDO����������

0\HUV��6WHZDUW�&����������µ'HWHUPLQDQWV�RI�&RUSRUDWH�%RUURZLQJ¶���
-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV����������

3LFNHU�� 5DQGDOO� &�� �������� µ6HFXULW\� ,QWHUHVWV�� 0LVEHKDYLRXU�� DQG
&RPPRQ�3RROV¶����8QLYHUVLW\�RI�&KLFDJR�/DZ�5HYLHZ������

3RQRURII�� /DZUHQFH� DQG� .QLSSHQEHUJ�� )�� 6WHSKHQ� �������� µ7KH
,PSOLHG�*RRG�)DLWK�)LOLQJ�5HTXLUHPHQW��6HQWLQHO�RI�DQ�(YROYLQJ
%DQNUXSWF\� 3ROLF\¶�� ���1RUWKZHVWHUQ� 8QLYHUVLW\� /DZ� 5HYLHZ�
����

3UHQWLFH��'DQ�'����������µ7KH�(IIHFW�RI�,QVROYHQF\�RQ�3UH�,QVROYHQF\
7UDQVDFWLRQV¶�LQ�3HWWHW��%HQ�*���HG����&RPSDQ\�/DZ�LQ�&KDQJH�
&XUUHQW�/HJDO�3UREOHPV��/RQGRQ��6WHYHQV�	�6RQV�

5DVPXVVHQ��5REHUW�.����������µ'HEWRU
V�&KRLFH��$�0HQX�$SSURDFK�WR
&RUSRUDWH�%DQNUXSWF\¶�����7H[DV�/DZ�5HYLHZ�����

�� �����D��� µ$Q� (VVD\� RQ� 2SWLPDO� %DQNUXSWF\� 5XOHV� DQG� 6RFLDO
-XVWLFH¶��8QLYHUVLW\�RI�,OOLQRLV�/DZ�5HYLHZ����
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�� �����E��� µ7KH� ([� $QWH� (IIHFWV� RI� %DQNUXSWF\� 5HIRUP� RQ
,QYHVWPHQW� ,QFHQWLYHV¶�� ��� :DVKLQJWRQ� 8QLYHUVLW\� /DZ

4XDUWHUO\�������

5RH�� 0DUN� -�� �������� µ%DQNUXSWF\� DQG� 'HEW�� $� 1HZ� 0RGHO� IRU
&RUSRUDWH�5HRUJDQL]DWLRQ¶�����&ROXPELD�/DZ�5HYLHZ������

����������µ7KH�9RWLQJ�3URKLELWLRQ�LQ�%RQG�:RUNRXWV¶�����<DOH�/DZ
-RXUQDO����������

6FKZDUW]��$ODQ���������µ$�7KHRU\�RI�/RDQ�3ULRULWLHV¶�����-RXUQDO�RI
/HJDO�6WXGLHV������

����������µ%DQNUXSWF\�:RUNRXWV�DQG�'HEW�&RQWUDFWV¶�����-RXUQDO�RI
/DZ�DQG�(FRQRPLFV����������

�� �������� µ7KH� $EVROXWH� 3ULRULW\� 5XOH� DQG� WKH� )LUP
V� ,QYHVWPHQW
3ROLF\¶�����:DVKLQJWRQ�8QLYHUVLW\�/DZ�4XDUWHUO\�������

����������µ3ULRULW\�&RQWUDFWV�DQG�3ULRULW\�LQ�%DQNUXSWF\¶�����&RUQHOO
/DZ�5HYLHZ������������

�� �������� µ$�&RQWUDFW� 7KHRU\�$SSURDFK� WR� %DQNUXSWF\¶�� ����<DOH
/DZ�-RXUQDO������������

6FRWW�� 5REHUW� (�� �������� µ7KH� 7UXWK�$ERXW� 6HFXUHG� /HQGLQJ¶�� ��
&RUQHOO�/DZ�5HYLHZ�����������

6KOHLIHU��$QGUHL� DQG�9LVKQ\�� 5REHUW�:�� �������� µ/LTXLGDWLRQ�9DOXH
DQG� 'HEW� &DSDFLW\� �� $� 0DUNHW� (TXLOLEULXP� $SSURDFK¶�� ��
-RXUQDO�RI�)LQDQFH����

6WU|PEHUJ��3HU���������µ&RQIOLFWV�RI�,QWHUHVW�DQG�0DUNHW�,OOLTXLGLW\�LQ
%DQNUXSWF\�$XFWLRQV��7KHRU\�DQG�7HVWV¶��&563�:RUNLQJ�3DSHU�
������8QLYHUVLW\�RI�&KLFDJR�%XVLQHVV�6FKRRO�
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6PLWK��-U���&OLIIRUG�:���DQG�:DUQHU��-HUROG�%�� �������� µ2Q�)LQDQFLDO
&RQWUDFWLQJ�� $Q� $QDO\VLV� RI� %RQG� &RYHQDQWV¶�� ��-RXUQDO� RI
)LQDQFLDO�(FRQRPLFV����������

7UHELOFRFN�� 0LFKDHO� -�� ��������7KH� /LPLWV� RI� )UHHGRP� RI� &RQWUDFW�
&DPEULGJH��0$��+DUYDUG�8QLYHUVLW\�3UHVV�

7ULDQWLV�� *HRUJH� *�� �������� µ6HFXUHG� 'HEW� 8QGHU� &RQGLWLRQV� RI
,PSHUIHFW�,QIRUPDWLRQ¶����-RXUQDO�RI�/HJDO�6WXGLHV������

�� �������� µ'HEW� )LQDQFLQJ� DQG� 0RWLYDWLRQ¶�� ��� 8QLYHUVLW\� RI
5LFKPRQG�/DZ�5HYLHZ�������

:DUUHQ�� (OL]DEHWK� �������� µ%DQNUXSWF\� 3ROLF\¶�� ���8QLYHUVLW\� RI
&KLFDJR�/DZ�5HYLHZ����������

�� �������� µ%DQNUXSWF\� 3ROLF\PDNLQJ� LQ� DQ� ,PSHUIHFW� :RUOG¶�� ��
0LFKLJDQ�/DZ�5HYLHZ����������

:HEE�� 'DYLG� &�� �������� µ$Q� (FRQRPLF� (YDOXDWLRQ� RI� ,QVROYHQF\
3URFHGXUHV� LQ� WKH�8QLWHG�.LQJGRP��'RHV� WKH� ����� ,QVROYHQF\
$FW� 6DWLVI\� WKH� &UHGLWRUV
� %DUJDLQ"¶�� ��� 2[IRUG� (FRQRPLF
3DSHUV����������

:HLVV�� /DZUHQFH� $�� �������� µ%DQNUXSWF\� 5HVROXWLRQ�� 'LUHFW� &RVWV
DQG� 9LRODWLRQ� RI� 3ULRULW\� RI� &ODLPV¶�� ���-RXUQDO� RI� )LQDQFLDO
(FRQRPLFV����������

:KLQFRS��0LFKDHO� -�� �������� µ7KH�(FRQRPLF� DQG�6WUDWHJLF�6WUXFWXUH
RI� ,QVROYHQW� 7UDGLQJ¶�� IRUWKFRPLQJ� LQ� ,DQ� 5DPVH\� �HG��
,QVROYHQW� 7UDGLQJ�� 0HOERXUQH�� &HQWUH� IRU� &RUSRUDWH� /DZ� DQG
6HFXULWLHV�5HVHDUFK��IRUWKFRPLQJ�

:KLWH��0LFKHOOH� -�� �������� µ7KH�&RUSRUDWH� %DQNUXSWF\� 'HFLVLRQ¶�� �
-RXUQDO�RI�(FRQRPLF�3HUVSHFWLYHV����������
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�������D���µ&RUSRUDWH�%DQNUXSWF\�DV�D�)LOWHULQJ�'HYLFH��&KDSWHU���
5HRUJDQL]DWLRQV� DQG� 2XW�RI�&RXUW� 'HEW� 5HVWUXFWXULQJV¶�� ��
-RXUQDO�RI�/DZ�(FRQRPLFV�DQG�2UJDQL]DWLRQ����������

�� �����E��� µ6XUYH\� (YLGHQFH� RQ� %XVLQHVV� %DQNUXSWF\¶�� LQ�/RJXH�
'HQQLV�(���HG����+DQGERRN�RI�0RGHUQ�)LQDQFH��

UG
�HG���:DUUHQ�

*RUKDP�DQG�/DPEHUW�������

�� �������� µ7KH� &RVWV� RI� &RUSRUDWH� %DQNUXSWF\��$� 86�(XURSHDQ
&RPSDULVRQ¶�� LQ�%KDQGDUL��-DJGHHS�6��DQG�:HLVV��/DZUHQFH�$�
�HGV���� &RUSRUDWH� %DQNUXSWF\�� /HJDO� DQG� (FRQRPLF

3HUVSHFWLYHV��&DPEULGJH��&83����������

:RRG��3KLOLS�5����������µ7HUP�/RDQ�$JUHHPHQWV��$�*XLGH�WR�%DVLFV�
3DUW��¶��&RPPHUFLDO�/DZ\HU��������������

:UXFN�� .DUHQ� +�� �������� µ)LQDQFLDO� 'LVWUHVV��5HRUJDQL]DWLRQ�� DQG
2UJDQL]DWLRQDO�(IILFLHQF\¶����-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV�
��������


