
16:�&RXQFLO�RI�&KXUFKHV�± 6XEPLVVLRQ�$JH�RI�&RQVHQW��3DJH��

16:�&RXQFLO�RI�&KXUFKHV
6XEPLVVLRQ�WR�WKH�,QTXLU\�LQWR�DQ�(TXDO�$JH�RI�&RQVHQW16:�/HJLVODWLYH�&RXQFLO¶V�6WDQGLQJ�&RPPLWWHH�RQ�6RFLDO�,VVXHV�
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3UHDPEOH
,Q�SUHYLRXV�\HDUV��IRU�UHDVRQV�FRQVLGHUHG�E\�WKLV�&RXQFLO�WR�EH�JRRG�RQHV��WKH�16:�3DUOLDPHQW�KDV�UHMHFWHG�DWWHPSWV�WR�DPHQG�WKLV�$FW�LQ�RUGHU�WR�KDYH�DQ�HTXDO�DJH�RI�FRQVHQW�IRU�PDOHV�DQG�IHPDOHV�LQ�UHJDUG�WR�VH[�RIIHQFHV��
:H�UHFRJQL]H�EXW�GR�QRW�FRQGRQH�WKH�VWURQJ�LGHRORJLFDO�SXVK�IRU�WUHDWLQJ�PDOHV�DQG�IHPDOHV�HTXDOO\�LQ�WKHVH�UHVSHFWV�DQG�LQ�SDUWLFXODU�WR�GUDZ�QR�GLVWLQFWLRQ�EHWZHHQ�PDOH�PDOH�KRPRVH[XDO�DFWV�RQ�WKH�RQH�KDQG�DQG�KHWHURVH[XDO�DQG�OHVELDQ�UHODWLRQVKLSV�RQ�WKH�RWKHU��EXW�ZH�QHYHUWKHOHVV�PDLQWDLQ�WKH�DUJXPHQW�WKDW�WKH�VRFLDO�DQG�OHJDO�LPSDFW�RI�WKH�SURSRVHG�%LOO�ZRXOG�EH�GHWULPHQWDO�WR�RXU�VRFLHW\�DQG�GDPDJLQJ�WR�WKH�\RXQJ�SHRSOH�ZKRVH�SURWHFWLRQ�LV�RXU�JUHDW�UHVSRQVLELOLW\��$� 7KLV�&RXQFLO��IRU�UHDVRQV�VHW�RXW�EHORZ��LV�SUHSDUHG�WR�HQGRUVH�DQ�HTXDO�DJH�RI�FRQVHQW�IRU�PDOHV�DQG�IHPDOHV�RQO\�LI�WKH�DJH�IRU�ERWK�LV�����QRW���� 2WKHUZLVH�ZH�ZRXOG�SUHIHU�WKDW�WKH�SURSRVHG�OHJLVODWLRQ�EH�UHMHFWHG�E\�3DUOLDPHQW��

%� :H�DOVR�QRWH�VRPH�VHULRXV�GUDIWLQJ�HUURUV�DQG�OHJDO�DQRPDOLHV�LQ�WKH�SURSRVHG�ELOO�
3DUW�$���� ,Q�VHFWLRQ������&RQVHQW�QR�GHIHQFH�LQ�FHUWDLQ�FDVHV ��ZH�QRWH�WKDW�D�GHIHQFH�WR�FKDUJHV�LV�DYDLODEOH�LQ���D��WR����F���7KH�FODXVH�³,I�WKH�SHUVRQ�FKDUJHG�DQG�WKH�FKLOG�WR�ZKRP�WKH�FKDUJH�UHODWHV�DUH�QRW�ERWK�PDOH´�LV�EHLQJ�GHOHWHG�EHIRUH�³LW�LV�PDGH�WR�DSSHDU�WR�WKH�FRXUW�RU�WR�WKH�MXU\�EHIRUH�ZKRP�WKH�FKDUJH�LV�EURXJKW�WKDW�

�D� WKH�FKLOG�WR�ZKRP�WKH�FKDUJH�UHODWHV�ZDV�RI�RU�DERYH�WKH�DJH�RI����\HDUV�DW�WKH�WLPH�WKH�RIIHQFH�ZDV�DOOHJHG�WR�KDYH�EHHQ�FRPPLWWHG��E� WKH�FKLOG�WR�ZKRP�WKH�FKDUJH�UHODWHV�FRQVHQWHG�WR�WKH�FRPPLVVLRQ�RI�WKH�RIIHQFH��DQG��F� WKH�SHUVRQ�VR�FKDUJHG�KDG��DW�WKH�WLPH�WKH�RIIHQFH�LV�DOOHJHG�WR�KDYH�EHHQ�FRPPLWWHG��UHDVRQDEOH�FDXVH�WR�EHOLHYH�DQG�LQ�IDFW�GLG�EHOLHYH��WKDW�WKH�FKLOG�WR�ZKRP�WKH�FKDUJH�UHODWHV�ZDV�RI�RU�DERYH�WKH�DJH�RI����\HDUV�´�
3DUW��F��LV�WKH�PRVW�UHOHYDQW��:H�ZRXOG�DUJXH�WKDW�E\�UHGXFLQJ�WKH�DJH�IRU�PDOHV�WR����\HDUV�\RX�DUH�HIIHFWLYHO\�H[SRVLQJ�PRUH�\RXQJ�SHRSOH�WR�EHLQJ�DEXVHG�EHFDXVH�WKH�PDWXULW\�RI D����\HDU�ROG�PDOH�LV�IDU�PRUH�OLNHO\�WR�EH�YDULDEOH�WKDQ�RQH�DJHG�����7KDW�LV��PDOHV�PDWXUH�ODWHU�RYHUDOO�DQG�WKHUHIRUH�ZKLOH�LW�LV�SRVVLEOH�RU�³UHDVRQDEOH´�WR�PLVWDNH�D����\HDU�ROG�ER\�IRU�D����\HDU�ROG�LW�LV�QRW�UHDVRQDEOH�RU�OLNHO\�WR�PLVWDNH�D����\HDU�ROG�IRU�DQ����\HDU�ROG��,W�LV�D�ZHOO�NQRZQ�IDFW�WKDW�IHPDOH�VH[XDO�PDWXULW\�RFFXUV�HDUOLHU�DQG�WKLV�KDV�EHHQ�SDUW�RI�WKH�DUJXPHQW�LQ�WKH�SDVW�IRU�KDYLQJ�WKH�\RXQJHU�DJH�RI����IRU�IHPDOHV��DV�LW�FDQ�EH�³UHDVRQDEOH´�WR�PLVWDNH�D����\HDU�ROG�IHPDOH�IRU�DQ����\HDU�ROG�IHPDOH�
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7KH�SURSRVHG�ORZHULQJ�RI�WKH�DJH�RI�FRQVHQW�IRU�PDOH�PDOH�KRPRVH[XDO�LQWHUFRXUVH�FRXSOHG�ZLWK�WKHVH�GHIHQFH�FODXVHV�WKHUHIRUH�ORRNV�OLNH�D�FKDUWHU�IRU�WKLV�IRUP�RI�SHGRSKLOLD�WR�EHFRPH�OHJDO�DW�WKH�VWURNH�RI�D�SHQ��JUHDWO\�H[SDQGLQJ�WKH�VFRSH�IRU�ROGHU�PHQ�WR�VHGXFH�DQG�SUH\�XSRQ�VH[XDOO\�LPPDWXUH�ER\V�LQ�WKHLU�HDUO\�DQG�PLG�WHHQV��7KH�OHJDO�DV�ZHOO�DV�WKH�VRFLDO�HIIHFWV�RI�WKHVH�DPHQGPHQWV�WR�WKH�&ULPHV�$FW�ZLOO�EH�WR�JLYH�OHVV�SURWHFWLRQ�WR�\RXQJ�SHRSOH��,Q�WKHLU�WHHQV�\RXQJ�SHRSOH�RI ERWK�VH[HV�DUH�RIWHQ�FRQIXVHG�DQG�DPELYDOHQW�DERXW�WKHLU�VH[XDOLW\��,I�WKHLU�ILUVW�VH[XDO�HQFRXQWHU�LV�RQH�RI�H[SORLWDWLRQ�E\�DQ�ROGHU�SHUVRQ�RI�WKH�VDPH�VH[�WKH\�PD\�EH�XQKHOSIXOO\�IL[DWHG�DW�DQ�LPPDWXUH�GHYHORSPHQWDO�VWDJH��
���� :H�UHSUHVHQW�&KULVWLDQ FKXUFKHV�ZLWK�D�JUHDW�FRQFHUQ�IRU�WKH�LQWHJULW\�RI�PDUULDJH�LQ�RXU�VRFLHW\�± WKDW�LW�VKRXOG�LQ�HYHU\�ZD\�EH�VXSSRUWHG�DQG�VWUHQJWKHQHG�IRU�WKH�JRRG�RI�WKH�FRPPXQLW\�DQG�IDPLOLHV��HVSHFLDOO\�FKLOGUHQ��,Q�RXU�RSLQLRQ�WKH�VRFLDO�HIIHFWV�RI�ORZHULQJ�WKH�DJH�RI�FRQVHQW�IRU�KRPRVH[XDO�PDOHV�ZLOO�EH�WR�DGG�WR�WKH�LQFUHDVLQJ�WUHQG�WR�XQGHUPLQH�PDUULDJH�ERWK�DV�DQ�LQVWLWXWLRQ�DQG�D�UHODWLRQVKLS��7KH�ELEOLFDO�&KULVWLDQ�YLHZ�LV�WKDW�VH[XDO�UHODWLRQVKLSV�EHORQJ�RQO\�EHWZHHQ�DQG�D�PDOH�DQG�D�IHPDOH��ZLWKLQ�PDUULDJH��7KLV�LV�FRQVLVWHQW�ZLWK�WKH�0DUULDJH�$FW�������&ZWK���ZKLFK�SURYLGHV�LQ�6HFWLRQ����WKDW�WKH�PDUULDJHDEOH�DJH�LV����\HDUV���0DUULDJH�LV�RQO\�SHUPLWWHG�LQ�WKH�FDVH�RI�D�SHUVRQ�XQGHU�WKH�DJH�RI����\HDUV�LQ�H[FHSWLRQDO�FLUFXPVWDQFHV��6HFWLRQ�������$FFRUGLQJO\�ZH UHFRPPHQG�WKDW�ZKHUH�WKH�DJH�LV�LQFUHDVHG�IRU�PDOHV�DQG�IHPDOHV�WR����\HDUV�WKDW�WKHUH�EH�D�GHIHQFH�DYDLODEOH�WR�DQ�RIIHQFH�ZKHUH�RQH�RU�PRUH�RI�WKH�SDUWLFLSDQWV�LQ�WKH�LQWHUFRXUVH�LV�PDUULHG�WR�WKH�RWKHU�SDUW\�
�� 7KHUH�LV�DW�SUHVHQW�LQ�RXU�VRFLHW\�D�ZLGHVSUHDG��KHDOWK\�KRUURU�DW�DOO�IRUPV�RI�FKLOG�DEXVH��,Q�IDFW��ZLWK�LQFHVW��WKLV�DSSHDUV�WR�UHSUHVHQW�YLUWXDOO\�WKH�ODVW�WDERR��,W�WKHUHIRUH�VHHPV�D�VWUDQJH�DQRPDO\�WKDW�WKH�16:�/HJLVODWLYH�$VVHPEO\�KDV�SDVVHG�WKLV�%LOO��ZKLFK�LQ�HIIHFW�ZLGHQV�WKH�VFRSH�IRU�WKH�VH[XDO�DEXVH�ZLWK�LPSXQLW\�RI�\RXQJ�PDOHV��,W�LV�MXVW�DV�ZHOO�WKDW�WKH�/HJLVODWLYH�&RXQFLO�KDV�UHIHUUHG�WKLV�%LOO�WR�WKH�6WDQGLQJ�&RPPLWWHH�RQ�6RFLDO�,VVXHV��WKHUHE\�DOORZLQJ�FRPPXQLW\�LQSXW�VXFK�DV�RXUV��DQG�VHFRQG�WKRXJKWV�DERXW�WKH�%LOO�
�� :H�DUH�HTXDOO\�FRQFHUQHG�IRU�JLUOV��7KDW�LV�ZK\�ZH�DUH�SURSRVLQJ�WKH�UDLVLQJ�RI�WKH�DJH�RI�FRQVHQW�IRU�ERWK�VH[HV�WR����
3DUW�%�
,I�3DUOLDPHQW�LV�WR�SURFHHG�ZLWK�WKH�SURSRVHG�UHIRUP��WKHQ�ZH�VXEPLW�WKDW�WKH�SUHVHQW�SURSRVDOV�DUH�GHILFLHQW�LQ�WKH�IROORZLQJ�UHVSHFWV�

���6HFWLRQ���� KHDGHG�&DUQDO�NQRZOHGJH�E\�WHDFKHU�HWF ��DQG�6HFWLRQ����$WWHPSWVDUH�HYLGHQWO\�LQWHQGHG�WR�SURWHFW�VFKRRO�DJH�FKLOGUHQ��DOWKRXJK�WKH\�DOVR�DSSO\�WR�DEXVH�ZLWKLQ�IDPLOLHV��,W�ZRXOG�EH�D�JRRG�UHIRUP�IRU�WKHP�WR�DSSO\�WR�ERWK�PDOHV�DQG IHPDOHV��KHWHUR� DQG�KRPRVH[XDO�OHVELDQ��DOWKRXJK�GLIILFXOWLHV�UHPDLQ��*LYHQ�WKDW�FKLOGUHQ�FDQ�EH�VWLOO�DW�VFKRRO�DW�����ZH�UHFRPPHQG�WKDW�WKH�DJH�LQ�WKLV�SURYLVLRQ�VKRXOG�EH�LQFUHDVHG�WR����HYHQ�LI�LW�LV�QRW�LQFUHDVHG�HOVHZKHUH ��
�� $�WZR�RU�WKUHH�\HDU�DJH�GLIIHUHQWLDO�GHIHQFH�FRXOG�EH�SHUPLWWHG�IRU�\RXWKV�RYHU�VL[WHHQ� 7KDW�LV��D�\RXQJ�SHUVRQ�FRXOG�KDYH�LQWHUFRXUVH�ZLWK�D�SHUVRQ�ZKR�ZDV����EXW�QRW�����7KLV�LV�DUELWUDU\�EXW�LV�LQWHQGHG�WR�SUHYHQW�H[SORLWDWLRQ�RI�\RXQJHU�DQG�WKHUHIRUH�SUREDEO\�PRUH�YXOQHUDEOH�SHUVRQV�E\�WKRVH�ZKR�DUH�LQ�D�PRUH�SRZHUIXO�SRVLWLRQ�E\�UHDVRQ�RI�EHLQJ�ROGHU��DV�ZHOO�DV�WKRVH�OLNH�WHDFKHUV�HWF��LQ�D�SRVLWLRQ�RI�DXWKRULW\��7KLV�ZRXOG�SURYLGH�D�GHIHQFH�WR�WKH�FULWLFLVP�RIWHQ�PDGH�RI�UHWDLQLQJ�WKH�DJH��� \HDUV�WKDW�VWDWLVWLFV�VHHP�WR�VXSSRUW�D�SLFWXUH�RI�YHU\�VH[XDOO\�DFWLYH�WHHQDJHUV�ZKR�ZRXOG�DOO�EH�EUHDFKLQJ�WKH�&ULPHV�$FW�DQG�VXEMHFW�WR�VLJQLILFDQW�SHQDOWLHV��7KH�RWKHU�GHIHQFH�LV�WKDW�&RXUWV�DUH�DOORZHG�WR�WDNH�LQWR�DFFRXQW�PLWLJDWLQJ�FLUFXPVWDQFHV�DQG�ZRXOG�SUREDEO\�JLYH�D�VXVSHQGHG�VHQWHQFH�RU�JRRG�EHKDYLRXU�ERQG�ZKHUH�WKH\�ZHUH�GHDOLQJ�ZLWK�VL[WHHQ�DQG�ILIWHHQ�\HDU�ROGV�
�� ,I�V����SURFHHGV�LQ�LWV�DPHQGHG�IRUP�WKH�ZRUGV�³IDWKHU´�DQG�³VWHS�IDWKHU´�VKRXOG�EH�UHSODFHG�ZLWK�³SDUHQW´�DQG�³VWHS�SDUHQW´�RU�³D�SHUVRQ�ZLWK�ZKLFK�D�SDUHQW�LV�OLYLQJ�LQ�D�
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GH�IDFWR�UHODWLRQVKLS´��7KH�WHUP�GH�IDFWR�UHODWLRQVKLS�VKRXOG�EH�JLYHQ�WKH�EURDG�GHILQLWLRQ�LW�LV�JLYHQ�LQ�WKH�3URSHUW\�5HODWLRQVKLSV�$FW��$V�WKH�ODZ�SUHVHQWO\�VWDQGV�D�³VWHS�IDWKHU´�GRHV�QRW�LQFOXGH�WKH�PDOH�SDUWQHU�LQ�D�GH�IDFWR�UHODWLRQVKLS�ZLWK�WKH�FRPSODLQDQW¶V�PRWKHU�± 5�Y�0LOHU�>����@�16:&&$�����
�� :H�VXJJHVW�WKH�GHILQLWLRQ�LQ�V��������EH�DPHQGHG�WR�FKDQJH�WKH�UHIHUHQFH�WR�D�³PDOH´�WR�D�³SHUVRQ´��7KH�RWKHU�GHILQLWLRQ�RI�FDUQDO�NQRZOHGJH�LV�LQ�VHFWLRQ����DQG�UHIHUV�WR�WKH�³DQXV�RI�D�IHPDOH´��,I�QRW�FKDQJHG�WKHQ�LW�FRXOG�EH�DUJXHG�WKDW�WKH�/HJLVODWXUH�KDV�HIIHFWLYHO\�DPHQGHG�WKH�GHILQLWLRQ�RI�FDUQDO�NQRZOHGJH�WR�H[FOXGH�³WKH�SHQHWUDWLRQ�RI�WKH�DQXV�RI�D�IHPDOH´��&RPPRQ�VHQVH�VKRXOG�SUHYHQW�WKLV�IURP�RFFXUULQJ�DV�ERWK�GHILQLWLRQV�DUH�QRW�LQWHQGHG�WR�EH�H[FOXVLYH��+RZHYHU��WKH�/HJLVODWXUH�VKRXOG�VHHN�ZKHUH�SRVVLEOH�WKH�FRQVLVWHQW�XVH�RI�GHILQLWLRQV�LQ�WKLV�VHFWLRQ�WR�DYRLG�FRQIXVLRQ�
�� $OVR�ZH�QRWH�WKDW�LQ�VHFWLRQ���+�± WKH�HIIHFW�RI�WKLV�DPHQGPHQW�ZRXOG�EH�WR�UHGXFH�WKH�VHQWHQFH�IURP����\HDUV�WR����\HDUV��<HW�LQ�WKH�SUHVHQW�FOLPDWH�UHJDUGLQJ�FKLOG�DEXVH��WKH�FRPPXQLW\�ZRXOG�ZDQW�WR�VHH�ERWK�LQFUHDVHG�WR����\HDUV� ,Q�V���,��WKH�DPHQGPHQW�KDV�WKH�VDPH�HIIHFW�DV�WKH�DPHQGPHQW�WR�V���+�
�� 7KH�DPHQGPHQW�WR���-�VKRZV�VHULRXV�HUURUV�RI�GUDIWLQJ��EHFDXVH�WZR�RI�WKH�SURYLVLRQV�UHIHUUHG�WR�LQ�WKDW�VHFWLRQ��VHFWLRQV���.�DQG���/��DUH�EHLQJ�GHOHWHG��7KDW�LV��WKHUH�ZRXOG�EH�QR�RIIHQFH�XQGHU�VHFWLRQ���.�WR�ILQG�WKH�SHUVRQ�JXLOW\�RI��,W�PD\�EH�QHFHVVDU\�WR�LQFOXGH�D�SURYLVLRQ�WR�WKLV�HIIHFW�WR�SURYLGH�VRPH�WUDQVLWLRQDO�HIIHFW�EXW�LI�WKDW�ZHUH�WKH�FDVH�WKHQ�WKH�RWKHU�VHFWLRQ�± ��.�DQG���/�ZRXOG�QHHG�WR�EH�UHWDLQHG�
�� 6HFWLRQ���4�± WKH�FRPSDUDEOH�SURYLVLRQ�LV�VHFWLRQ���1��7KLV�GLIIHUV�RQO\�LQ�WKDW�WKH�SHQDOW\�IRU�WKH�JHQGHU�QHXWUDO�YHUVLRQ�RI���4�LV����PRQWKV�LQVWHDG�RI���\HDUV�
�� 6HFWLRQ���'�± RXU�FRPPHQW�ZRXOG�EH�WKH�VDPH�DV�SDUDJUDSK�$����DERYH�
�� 3OHDVH�QRWH�WKH�H[LVWLQJ�VHFWLRQV�ZKLFK�KDYH�WKH�F�I��UHIHUHQFH�DUH�LQFRUUHFW�LQ�WKH�&ULPHV�$FW�DV�WKH�$FW�KDV�EHHQ�H[WHQVLYHO\�DPHQGHG�VLQFH�WKH�RULJLQDO�SURYLVLRQV�FRQWDLQLQJ�WKH�F�I��SURYLVLRQV�ZHUH�LQFOXGHG��:H�XQGHUVWDQG�WKDW�WKH�3DUOLDPHQWDU\�&RXQVHO�KDYH�FHDVHG�XVLQJ�F�I��UHIHUHQFHV�LQ�WKH�WLWOHV�RI�VHFWLRQ�LQ�$FWV�DV�WKH\�GDWH�WRR�TXLFNO\�


