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3HWHU -� +HQQLQJ


$%675$&7
7KLV DUWLFOH ORRNV DW KRZ WKH 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ �6(&�

DQG WKH 'HSDUWPHQW RI -XVWLFH �'2-� KDYH SXUVXHG FDVHV LQYROYLQJ
FU\SWRFXUUHQFLHV� $ QXPEHU RI SURVHFXWLRQV KDYH EHHQ EURXJKW DJDLQVW
GHIHQGDQWV ZKR PLVOHG LQYHVWRUV LQWR EHOLHYLQJ WKDW WKH\ ZHUH REWDLQLQJ
FU\SWRFXUUHQFLHV ZKHQ LQ IDFW WKHUH ZHUH VLPSO\ IDOVH VWDWHPHQWV DQG
VFKHPHV WR GHIUDXG� VXFK DV 3RQ]L VFKHPHV� :KHQ D FRPSDQ\ KDV DWWHPSWHG
WR LVVXH D FU\SWRFXUUHQF\ WR LQYHVWRUV� WKH 6(& KDV UHOLHG RQ 6HFWLRQ ��D� DQG
��F� RI WKH 6HFXULWLHV $FW RI ���� WR UHTXLUH WKDW LVVXHUV ILOH D UHJLVWUDWLRQ
VWDWHPHQW ZLWK WKH &RPPLVVLRQ� 7KLV LV QRW DQ HDV\ SURFHVV DQG UHTXLUHV
H[WHQVLYH GLVFORVXUHV WKDW LVVXHUV RI FU\SWRFXUUHQFLHV KDYH IRXQG
FRQIRXQGLQJ� 2QH SRVVLEOH ZD\ DURXQG WKRVH UHVWULFWLRQV LV LI DQ LVVXHU UHOLHV
RQ 5HJXODWLRQ ' RU 5HJXODWLRQ $� WR LVVXH WKH FU\SWRFXUUHQF\� +RZHYHU� WKLV
URXWH LV ULVN\ EHFDXVH LW PD\ UHTXLUH DSSURYDO E\ WKH 6(& EHIRUH SURFHHGLQJ�
:LOO ZH VHH EURDGHU LVVXDQFH RI FU\SWRFXUUHQFLHV" 7KH VKRUW DQVZHU LV ³QR´
EHFDXVH WKH 6(&� DSDUW IURP &RPPLVVLRQHU +HVWHU 3HLUFH� KDV VKRZQ D
GLVWLQFW KRVWLOLW\ WRZDUG FRPSDQLHV WU\LQJ WR LVVXH FU\SWRFXUUHQFLHV� ,V WKHUH
D ZD\ DURXQG WKLV" 3HUKDSV� LI D ILUP LV ZLOOLQJ WR IROORZ DOO WKH UXOHV IRU D
5HJXODWLRQ ' RU 5HJXODWLRQ $� RIIHULQJ LW PLJKW EH SRVVLEOH� EXW QR RQH
VKRXOG EH KROGLQJ WKHLU EUHDWK IRU WKH 6(& WR DSSURYH WKH LVVXDQFH RI D
FU\SWRFXUUHQF\�

,1752'8&7,21
³7KH PDUNHW MXVW GRHVQ¶W FDUH� 7KLV FRPPXQLW\ KDV DQ LPPHQVH
WROHUDQFH IRU SDLQ�´�

&U\SWRDVVHWV KDYH FHUWDLQO\ DWWUDFWHG PRUH WKDQ WKHLU IDLU VKDUH RI LQWHUHVW
IURP UHJXODWRUV DQG LQYHVWRUV� )DFHERRN DQQRXQFHG WKDW LW ZRXOG LVVXH D W\SH
RI FU\SWRFXUUHQF\ FDOOHG /LEUD�� ZKLFK ZRXOG EH SHJJHG WR D EXQGOH RI DVVHWV�
LQFOXGLQJ JRYHUQPHQW VHFXULWLHV� /LEUD LV UXQ E\ D VHSDUDWH FRPSDQ\ LQ
6ZLW]HUODQG FDOOHG WKH /LEUD $VVRFLDWLRQ� )DFHERRN WRXWV /LEUD DV
HPSRZHULQJ ³ELOOLRQV RI SHRSOH´ ZKR GR QRW KDYH DFFHVV WR UHJXODU EDQNLQJ
FKDQQHOV�� 7KH FU\SWRFXUUHQF\ ZDV LQLWLDOO\ EDFNHG E\ FRPSDQLHV OLNH


 3URIHVVRU RI /DZ� :D\QH 6WDWH 8QLYHUVLW\ /DZ 6FKRRO� � �����
�� 3DXO 9LJQD� &U\SWRFXUUHQF\ ,QYHVWRUV 6KUXJ 2II 7HWKHU :RHV� :$// 67� -� �$SU� ��� �����

���� 30�� KWWSV���ZZZ�ZVM�FRP�DUWLFOHV�FU\SWRFXUUHQF\�LQYHVWRUV�VKUXJ�RII�WHWKHU�ZRHV�
������������

�� /,%5$� KWWSV���OLEUD�RUJ�HQ�86� �ODVW YLVLWHG -DQ� ��� ������
�� 3DXO 9LJQD� )DFHERRN¶V /LEUD %HWV RQ WKH 8QEDQNHG� :$// 67� -� �$XJ� ��� ����� ����

$0�� KWWSV���ZZZ�ZVM�FRP�DUWLFOHV�IDFHERRNV�OLEUD�EHWV�LW�FDQ�EDQN�WKH�XQEDQNHG������������
�³7KH XQEDQNHG UHSUHVHQW D ELJ SRWHQWLDO FXVWRPHU EDVH IRU FU\SWR� 5RXJKO\ ��� ELOOLRQ DGXOWV
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9RGDIRQH� 9LVD� 0DVWHUFDUG� DQG 8EHU� EXW VLQFH LWV DQQRXQFHPHQW 9LVD�
0DVWHUFDUG� DQG RWKHUV KDYH UHFRQVLGHUHG WKHLU LQYROYHPHQW LQ WKH SURMHFW��

7KH /LEUD DQQRXQFHPHQW LPPHGLDWHO\ GUHZ DWWDFNV IURP &RQJUHVV DQG
HYHQ 3UHVLGHQW 7UXPS� ZKR WZHHWHG ³, DP QRW D IDQ RI %LWFRLQ DQG RWKHU
&U\SWRFXUUHQFLHV� ZKLFK DUH QRW PRQH\� DQG ZKRVH YDOXH LV KLJKO\ YRODWLOH
DQG EDVHG RQ WKLQ DLU�´ DQG VDLG WKDW /LEUD ³ZLOO KDYH OLWWOH VWDQGLQJ RU
GHSHQGDELOLW\�´� $V WZR FRPPHQWDWRUV QRWHG� ³>E@HWZHHQ )DFHERRN KDFNV
DQG WKLUG�SDUW\ GHYHORSHUV JDLQLQJ DFFHVV WR XQVXVSHFWLQJ XVHUV SURILOHV �H�J�
&DPEULGJH $QDO\WLFD VFDQGDO�� )DFHERRN LV QR VWUDQJHU WR KDYLQJ D SUREOHP
NHHSLQJ FRQVXPHU¶V SHUVRQDO LQIRUPDWLRQ µSULYDWH�¶´� ,Q RWKHU ZRUGV� DUH \RX
ZLOOLQJ WR WUXVW )DFHERRN ZLWK \RXU ILQDQFLDO LQIRUPDWLRQ� HVSHFLDOO\ DIWHU WKH
FRPSDQ\ SDLG D �� ELOOLRQ SHQDOW\ WR WKH )HGHUDO 7UDGH &RPPLVVLRQ �)7&�
IRU HLJKW VHSDUDWH SULYDF\�UHODWHG YLRODWLRQV RI D ���� RUGHU"� 6LJDO
0HQGHONHU� WKH 8QGHU 6HFUHWDU\ RI WKH 'HSDUWPHQW RI WKH 7UHDVXU\ IRU
7HUURULVP DQG )LQDQFLDO ,QWHOOLJHQFH� SRLQWHG RXW WKDW ³ZH KDYH LPSUHVVHG
XSRQ >)DFHERRN@ D QXPEHU RI WLPHV � � � WKDW LQ RUGHU IRU WKHP WR RSHUDWH WKH\
KDYH WR KDYH WKH ULJKW DQWL�PRQH\ ODXQGHULQJ DQG FRXQWHULQJ WHUURULVW

DURXQG WKH ZRUOG GRQ¶W KDYH DQ DFFRXQW DW D ILQDQFLDO LQVWLWXWLRQ RU WKURXJK D PRELOH PRQH\
SURYLGHU� DFFRUGLQJ WR WKH :RUOG %DQN�´��

�� $QQD0DULD $QGULRWLV 	 3HWHU 5XGHJHDLU� 9LVD� 0DVWHUFDUG� 2WKHUV 5HFRQVLGHU ,QYROYHPHQW
LQ )DFHERRN¶V /LEUD 1HWZRUN� :$// 67� -� �2FW� �� ������ KWWSV���ZZZ�ZVM�FRP�DUWLFOHV�YLVD�
PDVWHUFDUG�RWKHUV�UHFRQVLGHU�LQYROYHPHQW�LQ�IDFHERRN�V�OLEUD�QHWZRUN������������� 6LQFH WKH
DQQRXQFHPHQW RI WKH /LEUD FU\SWRFXUUHQF\� 9LVD DQG 0DVWHUFDUG ERWK GURSSHG WKHLU LQYROYHPHQW LQ
WKH SURMHFW� $QQD0DULD $QGULRWLV 	 3HWHU 5XGHJHDLU� 0DVWHUFDUG� 9LVD� H%D\ 'URS 2XW RI
)DFHERRN¶V /LEUD 3D\PHQWV 1HWZRUN :$// 67� -� �2FW� ��� ������ KWWSV���ZZZ�ZVM�FRP�
DUWLFOHV�PDVWHUFDUG�GURSV�RXW�RI�IDFHERRN�V�OLEUD�SD\PHQWV�QHWZRUN�������������

�� 'RQDOG -� 7UXPS �#UHDO'RQDOG7UXPS�� 7:,77(5 �-XO\ ��� ����� ���� 30��
KWWSV���WZLWWHU�FRP�UHDOGRQDOGWUXPS�VWDWXV��������������������"ODQJ HQ�

�� $DURQ 6ZHUGORZ 	 -RHO 6KHUZLQ� ,16,*+7� /LEUD²6KRXOG :H 3URWHFW 2XUVHOYHV )URP
)DFHERRN¶V &RQWURYHUVLDO &U\SWRFXUUHQF\"� %/220%(5* /� �$XJ� ��� ����� ���� $0��
KWWSV���QHZV�EORRPEHUJODZ�FRP�SULYDF\�DQG�GDWD�VHFXULW\�LQVLJKW�OLEUD�VKRXOG�ZH�SURWHFW�
RXUVHOYHV�IURP�IDFHERRNV�FRQWURYHUVLDO�FU\SWRFXUUHQF\� 7KH FKDLUZRPDQ RI WKH +RXVH )LQDQFLDO
6HUYLFHV &RPPLWWHH� 5HSUHVHQWDWLYH 0D[LQH :DWHUV� WUDYHOHG WR 6ZLW]HUODQG WR LQVSHFW KRZ
)DFHERRN ZLOO PDQDJH /LEUD� ,Q D VWDWHPHQW� VKH FRQWLQXHG WR UDLVH TXHVWLRQV DERXW WKH LVVXDQFH RI
/LEUD� 6KH VDLG� ³:KLOH , DSSUHFLDWH WKH WLPH WKDW WKH 6ZLVV JRYHUQPHQW RIILFLDOV WRRN WR PHHW ZLWK
XV� P\ FRQFHUQV UHPDLQ ZLWK DOORZLQJ D ODUJH WHFK FRPSDQ\ WR FUHDWH D SULYDWHO\ FRQWUROOHG�
DOWHUQDWLYH JOREDO FXUUHQF\� , ORRN IRUZDUG WR FRQWLQXLQJ RXU &RQJUHVVLRQDO GHOHJDWLRQ� H[DPLQLQJ
WKHVH LVVXHV� PRQH\ ODXQGHULQJ� DQG RWKHU PDWWHUV ZLWKLQ WKH &RPPLWWHH¶V MXULVGLFWLRQ�´ 86
/DZPDNHUV 5HWXUQ )URP 6ZLW]HUODQG 6WLOO :DU\ RI )DFHERRN¶V /LEUD� &5<372�,4 �$XJ� ��� ������
KWWSV���FU\SWRLT�FR�XV�ODZPDNHUV�UHWXUQ�IURP�VZLW]HUODQG�VWLOO�ZDU\�RI�IDFHERRNV�OLEUD��

�� 6HH 3UHVV 5HOHDVH� )HG� 7UDGH &RPP¶Q� )7&¶V �� %LOOLRQ )DFHERRN 6HWWOHPHQW� 5HFRUG�
%UHDNLQJ DQG +LVWRU\�0DNLQJ �-XO\ ��� ������ KWWSV���ZZZ�IWF�JRY�QHZV�HYHQWV�EORJV�EXVLQHVV�
EORJ���������IWFV���ELOOLRQ�IDFHERRN�VHWWOHPHQW�UHFRUG�EUHDNLQJ�KLVWRU\� 7KH FRPSDQ\ DOVR SDLG D
���� PLOOLRQ SHQDOW\ IRU ³PDNLQJ PLVOHDGLQJ GLVFORVXUHV UHJDUGLQJ WKH ULVN RI PLVXVH RI )DFHERRN
XVHU GDWD´ 6HH 3UHVV 5HOHDVH� 8�6� 6HF� 	 ([FK� &RPP¶Q� )DFHERRN WR 3D\ ���� 0LOOLRQ IRU
0LVOHDGLQJ ,QYHVWRUV $ERXW WKH 5LVNV ,W )DFHG IURP 0LVXVH RI 8VHU 'DWD �-XO\ ��� ������
KWWSV���ZZZ�VHF�JRY�QHZV�SUHVV�UHOHDVH����������



����@ $ 7D[RQRP\ RI &U\SWRFXUUHQF\ (QIRUFHPHQW $FWLRQV ���

ILQDQFLQJ VDQFWLRQV SURJUDPV LQ SODFH�´� 6LQFH /LEUD ZDV DQQRXQFHG� ILYH
FRPSDQLHV �6WULSH� 0DVWHUFDUG� 9LVD� (ED\� DQG 3D\3DO� KDYH ZLWKGUDZQ
IURP WKH FRDOLWLRQ EDFNLQJ )DFHERRN¶V HIIRUW WR JHQHUDWH D QHZ GLJLWDO
FXUUHQF\�� ,Q DGGLWLRQ� LPSOHPHQWLQJ WKH SURSHU DQWL�PRQH\ ODXQGHULQJ
SURJUDP PD\ ZHOO VORZ GRZQ WKH UROO�RXW RI /LEUD��� 7KH :DOO 6WUHHW -RXUQDO
QRWHG WKDW WKH JRDO RI /LEUD ZDV ³WR FKDQJH WKH ZRUOG�´ EXW ZLWK QR VPDOO
LURQ\ SRLQWHG RXW WKDW ³FKDQJLQJ WKH ZRUOG LVQ¶W VR HDV\�´��

7KH PRVW IDPRXV FU\SWRFXUUHQF\ LV %LWFRLQ��� ZKLFK KDV DWWUDFWHG JUHDW
LQWHUHVW IURP LQYHVWRUV RYHU WKH SDVW IHZ \HDUV EHFDXVH WKHUH LV RQO\ D OLPLWHG
VXSSO\ RI WKH FU\SWRFXUUHQF\��� 8QIRUWXQDWHO\� %LWFRLQ KDV EHHQ XVHG PRUH
IRU SXUFKDVHV RQ WKH GDUN ZHE IRU VWROHQ FUHGLW FDUG LQIRUPDWLRQ DQG LOOHJDO
GUXJV��� +RZHYHU� RWKHU FU\SWRFXUUHQFLHV H[LVW� LQFOXGLQJ 'DVK� 5LSSOH�
%LWFRLQ &DVK� DQG 1(2��� ,QYHVWRUV QHHG WR DVN KRZ PXFK HDFK LV ZRUWK

�� +XJR 0LOOHU� )DFHERRN¶V /LEUD :LOO %H 8QGHU 8�6� 0RQH\�/DXQGHULQJ 6FUXWLQ\�
%/220%(5* �6HSW� ��� ����� ����� $0�� KWWSV���ZZZ�EORRPEHUJ�FRP�QHZV�DUWLFOHV���������
���IDFHERRN�V�OLEUD�RQ�X�V�UDGDU�WHUURULVW�ILQDQFLQJ�FKLHI�ZDUQV�

�� (ULQ *ULIILWK 	 1DWKDQLHO 3RSSHU� )DFHERRN¶V /LEUD &U\SWRFXUUHQF\ )DFHV ([RGXV RI
3DUWQHUV� 1�<� 7,0(6� 2FW� ��� ����� DW %��

��� $ MRLQW VWDWHPHQW E\ OHDGHUV RI WKH &RPPRGLW\ )XWXUHV 7UDGLQJ &RPPLVVLRQ� WKH )LQDQFLDO
&ULPHV (QIRUFHPHQW 1HWZRUN� DQG WKH 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ ZDUQHG WKDW ³SHUVRQV
HQJDJHG LQ DFWLYLWLHV LQYROYLQJ GLJLWDO DVVHWV RI WKHLU DQWL�PRQH\ ODXQGHULQJ DQG FRXQWHULQJ WKH
ILQDQFLQJ RI WHUURULVP �$0/�&)7� REOLJDWLRQV XQGHU WKH %DQN 6HFUHF\ $FW �%6$��´ +HDWK 7DUEHUW�
&KDLUPDQ� 8�6� &RPPRGLW\ )XWXUHV 7UDGLQJ &RPP¶Q� .HQQHWK $� %ODQFR� 'LU�� )LQ� &ULPHV (QI¶W
1HWZRUN� -D\ &OD\WRQ� &KDLUPDQ� 8�6� 6HF� 	 ([FK� &RPP¶Q� /HDGHUV RI &)7&� )LQ&(1� DQG 6(&
,VVXH -RLQW 6WDWHPHQW RQ $FWLYLWLHV ,QYROYLQJ 'LJLWDO $VVHWV �2FW� ��� ������
KWWSV���ZZZ�VHF�JRY�QHZV�SXEOLF�VWDWHPHQW�FIWF�ILQFHQ�VHFMRLQWVWDWHPHQWGLJLWDODVVHWV�

��� $QQD0DULD $QGULRWLV� 3HWHU 5XGHJHDLU 	 /L] +RIIPDQ� ,QVLGH )DFHERRN¶V %RWFKHG $WWHPSW
WR 6WDUW D 1HZ &U\SWRFXUUHQF\� :$//� 67� -�� 2FW� ��� ����� DW $�� 8OWLPDWHO\� LQ $SULO �����
³)DFHERRN DQG LWV SDUWQHUV UROOHG RXW D OHVV DPELWLRXV GHVLJQ IRU /LEUD DIWHU WKH HIIRUW HQFRXQWHUHG
QXPHURXV KXUGOHV DQG KHDY\ UHJXODWRU\ VFUXWLQ\�´ 1DWKDQLHO 3RSSHU 	 0LNH ,VDDF� )DFHERRN�
%DFNHG /LEUD &U\SWRFXUUHQF\ 3URMHFW ,V 6FDOHG %DFN� 1�<� 7,0(6 �$SU� ��� ������
KWWSV���ZZZ�Q\WLPHV�FRP������������WHFKQRORJ\�IDFHERRN�OLEUD�FU\SWRFXUUHQF\�KWPO�

��� %LWFRLQ LV ³D GHFHQWUDOL]HG GLJLWDO FXUUHQF\ WKDW XVHV D SHHU�WR�SHHU FRPSXWHU QHWZRUN WR
PRYH ELWFRLQV DURXQG WKH ZRUOG� 'HYHORSHG LQ ���� E\ DQ DQRQ\PRXV SURJUDPPHU RU SURJUDPPHUV�
ELWFRLQ LV D SULYDWHO\�LVVXHG GLJLWDO FXUUHQF\ WKDW H[LVWV RQO\ DV D ORQJ VWULQJ RI QXPEHUV DQG OHWWHUV
LQ D XVHU¶V FRPSXWHU ILOH�´ 6HH 8�6� *29¶7 $&&2817$%,/,7< 2))�� *$2�������� 9,578$/
(&2120,(6 $1' &855(1&,(6� $'',7,21$/ ,56 *8,'$1&( &28/' 5('8&( 7$; &203/,$1&(
5,6.6 � �������

��� 8QGHU WKH GHVLJQ RI %LWFRLQ� RQO\ �� PLOOLRQ %LWFRLQV FDQ EH PLQHG�

,OOHJDO WUDQVDFWLRQV KDYH EHHQ D FHQWUDO SDUW RI WKH %LWFRLQ VWRU\ VLQFH WKH ILUVW RQOLQH EODFN
PDUNHW� WKH 6LON 5RDG� KHOSHG JLYH SHRSOH D UHDVRQ WR EHJLQ XVLQJ %LWFRLQ LQ ����� %LWFRLQ
ZDV XVHIXO IRU WKH 6LON 5RDG EHFDXVH WKH VWUXFWXUH RI %LWFRLQ� ZLWKRXW DQ\ FHQWUDO
DXWKRULW\� PDNHV LW SRVVLEOH IRU D XVHU WR FUHDWH D %LWFRLQ ZDOOHW DQG XVH WKH WRNHQV ZLWKRXW
UHJLVWHULQJ DQ LGHQWLW\ ZLWK DQ\RQH�

1DWKDQLHO 3RSSHU� %LWFRLQ +DV /RVW 6WHDP� %XW &ULPLQDOV 6WLOO /RYH ,W� 1�<� 7,0(6 �-DQ� ��� ������
KWWSV���ZZZ�Q\WLPHV�FRP������������WHFKQRORJ\�ELWFRLQ�EODFN�PDUNHW�KWPO�

��� ,G�
��� 1DWKDQ 5HLII� 7KH �� 0RVW ,PSRUWDQW &U\SWRFXUUHQFLHV 2WKHU 7KDQ %LWFRLQ� ,19(6723(',$

�-DQ� �� ������ KWWSV���ZZZ�LQYHVWRSHGLD�FRP�WHFK�PRVW�LPSRUWDQW�FU\SWRFXUUHQFLHV�RWKHU�WKDQ�
ELWFRLQ��
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EHFDXVH FU\SWRFXUUHQFLHV DUH XVXDOO\ TXRWHG LQ GROODUV UDWKHU WKDQ KDYLQJ
WKHLU RZQ LQGHSHQGHQW YDOXH� ,Q ����� WKH &0( *URXS �&0(� HYHQ
LQWURGXFHG D %LWFRLQ IXWXUHV FRQWUDFW�� WKDW DOORZV LQYHVWRUV WR KHGJH WKHLU
KROGLQJV RU LQYHVW LQ D IXWXUH LQFUHDVH LQ YDOXH� $GGLWLRQDOO\� &0( EHJDQ WR
OLVW RSWLRQV RQ WKH %LWFRLQ IXWXUHV FRQWUDFWV LQ 0DUFK ������� 7KH
,QWHUFRQWLQHQWDO ([FKDQJH� ZKLFK DOVR RZQV WKH 1HZ <RUN 6WRFN ([FKDQJH�
ODXQFKHG LWV RZQ %LWFRLQ IXWXUHV FRQWUDFWV RQ 6HSWHPEHU ��� ������� 7KXV�
WKH SUROLIHUDWLRQ RI FU\SWRFXUUHQFLHV KDV LQYDGHG WKH µLQ¶ ZRUOG RI LQYHVWRUV�

7KH SHUYDGLQJ TXHVWLRQ LV ZKHWKHU LQYHVWPHQWV LQ FU\SWRDVVHWV DUH
FRQVLGHUHG VDIH� 7KHUH KDYH EHHQ D QXPEHU RI KDFNV LQ UHFHQW \HDUV LQ ZKLFK
PLOOLRQV RI GROODUV ZHUH VWROHQ IURP DFFRXQWV ORFDWHG RYHUVHDV��� 7KHUH LV
DOPRVW QR UHFRXUVH WR UHFRYHU PRQH\ ORVW ZKHQ WKH KROGHUV RI FU\SWRFXUUHQF\
ZDOOHWV DUH WKH WDUJHW RI D WKHIW� 7KH 'HSDUWPHQW RI -XVWLFH �'2-� FDQ GR OLWWOH
WR WKRVH ZKR DUH UHVSRQVLEOH IRU WKH WKHIWV EHFDXVH WUDFLQJ WKH RIIHQGHU PD\
EH QHDUO\ LPSRVVLEOH��� $V IDPHG LQYHVWRU :DUUHQ %XIIHW SRLQWHG RXW DERXW
FU\SWRFXUUHQFLHV� ³LW¶V D JDPEOLQJ GHYLFH � � � WKHUH¶V EHHQ D ORW RI IUDXGV
FRQQHFWHG ZLWK LW� � � � %LWFRLQ KDVQ¶W SURGXFHG DQ\WKLQJ�´��

$ SHUVLVWHQW FRQFHUQ KDV EHHQ WKH XVH RI FU\SWRFXUUHQFLHV WR HQJDJH LQ
FULPLQDO FRQGXFW��� $V WZR VFKRODUV KDYH QRWHG� ³>E@HFDXVH EORFNFKDLQV DUH

��� 6HH JHQHUDOO\ &0( *URXS� KWWSV���ZZZ�FPHJURXS�FRP�WUDGLQJ�ELWFRLQ�IXWXUHV�KWPO �ODVW
YLVLWHG -DQ� ��� ����� �³,Q UHVSRQVH WR JURZLQJ LQWHUHVW LQ FU\SWRFXUUHQFLHV DQG FXVWRPHU GHPDQG
IRU WRROV WR PDQDJH ELWFRLQ H[SRVXUH� &0( RSWLRQV RQ %LWFRLQ IXWXUHV �%7&� DUH QRZ WUDGLQJ�´��

��� &0( *URXS 6HW WR /DXQFK %LWFRLQ 2SWLRQV LQ )LUVW 4XDUWHU RI ����� &5<372�,4 �6HSW� ���
������ KWWSV���FU\SWRLT�FR�FPH�JURXS�VHW�WR�ODXQFK�ELWFRLQ�RSWLRQV�LQ�ILUVW�TXDUWHU�RI�������

��� $OH[DQGHU 2VLSRYLFK� %LWFRLQ )XWXUHV 0DUNHW 6HW WR /DXQFK� :$// 67� -�� 6HSW� ��� �����
DW 1���

��� -RKQ %LJJV�+DFNHUV $UH 6KXIIOLQJ %LQDQFH¶V 6WROHQ %LWFRLQ� &2,1'(6. �0D\ �� ����� �����
87&�� KWWSV���ZZZ�FRLQGHVN�FRP�KDFNHUV�DUH�VKXIIOLQJ�ELQDQFHV�VWROHQ�ELWFRLQ �³$W ���� $0 RQ
0D\ � WKH KDFNHU RU KDFNHUV PRYHG ���� %7& ������ PLOOLRQ� WR QHZ DGGUHVVHV DQG WKHQ PRYHG
DQRWKHU ���� µWR � QHZ DGGUHVVHV KHOG E\ WKH KDFNHU�¶ 7KLV LV WKH IRXUWK PDMRU H[FKDQJH KDFN RI WKH
\HDU� IROORZLQJ &U\SWRSLD� 'UDJRQ([ DQG %LWKXPE�´��

��� ,G�

7KH KDFN WRRN SODFH DW �������30 RQ 0D\ � ZKHQ KDFNHUV GUDJJHG RYHU ����� ELWFRLQ
IURP D VLQJOH %LQDQFH KRW ZDOOHW >LQWR@ D QXPEHU RI VPDOOHU ZDOOHWV LQ D VLQJOH WUDQVDFWLRQ�
7KH KDFNHUV WKHQ PRYHG VPDOO DPRXQWV LQWR VPDOOHU ZDOOHWV� *LYHQ WKH QDWXUH RI WKH %7&
EORFNFKDLQ LW¶V HDV\ WR VHH ZKHUH HDFK %LQDQFH ELWFRLQ LV JRLQJ EXW LW LV GLIILFXOW WR
SHUIRUP UHDO IRUHQVLFV RQ WKH ZDOOHWV LQ RUGHU WR XQGHUVWDQG ZKR±RU ZKDW±FUHDWHG WKHP�

,G� ³2XWULJKW WKHIWV DV ZHOO DV VFDPV DQG RWKHU PLVDSSURSULDWLRQ RI IXQGV IURP FU\SWRFXUUHQF\ XVHUV
DQG H[FKDQJHV FRQWLQXHG DSDFH� QHWWLQJ FULPLQDOV DQG IUDXGVWHUV DSSUR[LPDWHO\ ����� ELOOLRQ LQ
DJJUHJDWH IRU �����´ &,3+(575$&(� &5<372&855(1&< $17,�021(< /$81'(5,1* 5(3257�
���� 4�� DW � ������� KWWSV���FLSKHUWUDFH�FRP�T�������FU\SWRFXUUHQF\�DQWL�PRQH\�ODXQGHULQJ�
UHSRUW��

��� <XQ /L� :DUUHQ %XIIHWW 6D\V %LWFRLQ ,V D µ*DPEOLQJ 'HYLFH¶ ZLWK µD /RW RI )UDXGV
&RQQHFWHG ZLWK ,W¶� &1%& �0D\ �� ����� ���� $0�� KWWSV���ZZZ�FQEF�FRP������������ZDUUHQ�
EXIIHWW�VD\V�ELWFRLQ�LV�D�JDPEOLQJ�GHYLFH�ZLWK�D�ORW�RI�IUDXGV�FRQQHFWHG�ZLWK�LW�KWPO�

��� 6HH /DZUHQFH -� 7UDXWPDQ 	 $OYLQ &� +DUUHOO� %LWFRLQ 9HUVXV 5HJXODWHG 3D\PHQW 6\VWHPV�
:KDW *LYHV"� �� &$5'2=2 /� 5(9� ����� ���� ������ �³9LUWXDO RU F\EHU�FXUUHQFLHV SUHVHQW
SDUWLFXODUO\ GLIILFXOW WUDQVDFWLRQDO� UHJXODWRU\� DQG ODZ HQIRUFHPHQW FKDOOHQJHV EHFDXVH RI VXFK
LVVXHV DV� WKHLU DQRQ\PLW\ GXH WR HQFU\SWLRQ� WKHLU DELOLW\ WR WUDQVFHQG QDWLRQDO ERUGHUV LQ WKH IUDFWLRQ
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SVHXGRQ\PRXV DQG KDYH D WDPSHU�UHVLVWDQW GDWD VWUXFWXUH VXSSRUWHG E\
GHFHQWUDOL]HG FRQVHQVXV PHFKDQLVPV� WKH\ FDQ EH XVHG WR FRRUGLQDWH VRFLDOO\
XQDFFHSWDEOH RU FULPLQDO FRQGXFW� LQFOXGLQJ FRQGXFW IDFLOLWDWHG E\
DXWRQRPRXV VRIWZDUH SURJUDPV�´�� $UJXDEO\ WKH EHVW NQRZQ FDVH LQYROYLQJ
LOOHJDO XVH RI FU\SWRFXUUHQF\ ZDV 8QLWHG 6WDWHV Y� 8OEULFKW��� LQ ZKLFK WKH
³6LON 5RDG´ ZHEVLWH ZDV XVHG IRU GUXJ WUDIILFNLQJ� PRQH\ ODXQGHULQJ� DQG
³PXUGHU IRU KLUH´ VFKHPHV��� 2QH RI WKH IRXQGHUV RI 6LON 5RDG� 5RVV
8OEULFKW� ZKR ZHQW E\ WKH QLFNQDPH 'UHDG 3LUDWH 5REHUWV �IURP WKH ILOP 7KH
3ULQFHVV %ULGH�� ZDV FRQYLFWHG LQ )HEUXDU\ ���� RI DOO VHYHQ FKDUJHV�� DQG
VHQWHQFHG WR OLIH LQ SULVRQ EDVHG RQ VL[ GHDWKV IURP GUXJ SXUFKDVHV DQG ILYH
³PXUGHU IRU KLUH´ VFKHPHV���

7KH JURZWK RI FU\SWRFXUUHQFLHV KDV GUDZQ WKH LQWHUHVW RI WKH ,QWHUQDO
5HYHQXH 6HUYLFH� ZKLFK KDV GHVLJQDWHG WKHP DV ³SURSHUW\´ VXEMHFW WR FDSLWDO

RI D VHFRQG� DQG WKHLU XQLTXH MXULVGLFWLRQDO LVVXHV�´�� 2Q $XJXVW ��� ����� .XQDO .DOUD SOHDGHG
JXLOW\ WR D FULPLQDO LQIRUPDWLRQ DFFXVLQJ KLP RI GLVWULEXWLQJ GUXJV DQG RSHUDWLQJ DQ XQOLFHQVHG
PRQH\ WUDQVPLVVLRQ EXVLQHVV WKDW H[FKDQJHG XS WR ��� PLOOLRQ LQ FDVK DQG FU\SWRFXUUHQFLHV WKURXJK
D NLRVN LQ ZKLFK FXVWRPHUV FRXOG FRQGXFW YLUWXDO FXUUHQF\ WUDQVDFWLRQV H[FHHGLQJ �������� 7KH
FKDUJHV LQFOXGHG RSHUDWLQJ DQ XQUHJLVWHUHG PRQH\ UHPLWWLQJ EXVLQHVV WKURXJK WKH NLRVN� 8QLWHG
6WDWHV Y� .DOUD� �� &5����� �$XJ� ��� ������ VHH DOVR 3UHVV 5HOHDVH� 8�6� 'HS¶W RI -XVWLFH�
:HVWZRRG 0DQ $JUHHV WR 3OHDG *XLOW\ WR )HGHUDO 1DUFRWLFV� 0RQH\ /DXQGHULQJ &KDUJHV IRU
5XQQLQJ 8QOLFHQVHG %LWFRLQ ([FKDQJH DQG $70 �$XJ� ��� ������ KWWSV���ZZZ�MXVWLFH�JRY�XVDR�
FGFD�SU�ZHVWZRRG�PDQ�DJUHHV�SOHDG�JXLOW\�IHGHUDO�QDUFRWLFV�PRQH\�ODXQGHULQJ�FKDUJHV�UXQQLQJ�
,Q 0D\ ����� WKUHH *HUPDQ QDWLRQDOV ZHUH FKDUJHG ZLWK EHLQJ WKH DGPLQLVWUDWRUV RI ³:DOO 6WUHHW
0DUNHW�´ D GDUN ZHE PDUNHWSODFH WKDW DOORZHG YHQGRUV WR VHOO DQ DUUD\ RI LOOHJDO QDUFRWLFV DQG
FRXQWHUIHLW JRRGV� 3UHVV 5HOHDVH� 8�6� 'HS¶W RI -XVWLFH� � *HUPDQV :KR $OOHJHGO\ 2SHUDWHG 'DUN
:HE 0DUNHWSODFH ZLWK 2YHU � 0LOOLRQ 8VHUV )DFH 8�6� 1DUFRWLFV DQG 0RQH\ /DXQGHULQJ &KDUJHV
�0D\ �� ������ KWWSV���ZZZ�MXVWLFH�JRY�XVDR�FGFD�SU���JHUPDQV�ZKR�DOOHJHGO\�RSHUDWHG�GDUN�
ZHE�PDUNHWSODFH�RYHU���PLOOLRQ�XVHUV�IDFH�XV�

��� 35,0$9(5$'( ),/,33,	$$521:5,*+7� %/2&.&+$,1 $1' 7+( /$: �� �+DUYDUG 8QLY�
3UHVV� ������

��� 8QLWHG 6WDWHV Y� 8OEULFKW� ��� )��G ��� ��±�� ��G &LU� ������
��� ,G� DW ���

6LON 5RDG ZDV D PDVVLYH� DQRQ\PRXV FULPLQDO PDUNHWSODFH WKDW RSHUDWHG XVLQJ WKH 7RU
1HWZRUN� ZKLFK UHQGHUV ,QWHUQHW WUDIILF WKURXJK WKH 7RU EURZVHU H[WUHPHO\ GLIILFXOW WR
WUDFH � � � $FFRUGLQJ WR WKH JRYHUQPHQW� EHWZHHQ ���� DQG ����� WKRXVDQGV RI YHQGRUV
XVHG 6LON 5RDG WR VHOO DSSUR[LPDWHO\ ���� PLOOLRQ ZRUWK RI LOOHJDO GUXJV� DV ZHOO DV RWKHU
JRRGV DQG VHUYLFHV� 8OEULFKW� DFWLQJ DV '35� HDUQHG PLOOLRQV RI GROODUV LQ SURILWV IURP
WKH FRPPLVVLRQV FROOHFWHG E\ 6LON 5RDG RQ SXUFKDVHV� ,Q 2FWREHU ����� WKH JRYHUQPHQW
DUUHVWHG 8OEULFKW� VHL]HG WKH 6LON 5RDG VHUYHUV� DQG VKXW GRZQ WKH VLWH�

,G�
��� 8OEULFKW ZDV FRQYLFWHG RI FKDUJHV IRU� ��� GLVWULEXWLRQ�DLGLQJ DQG DEHWWLQJ WKH GLVWULEXWLRQ

RI QDUFRWLFV� ��� GLVWULEXWLRQ�DLGLQJ DQG DEHWWLQJ WKH GLVWULEXWLRQ RI QDUFRWLFV E\ PHDQV RI WKH
,QWHUQHW� ��� FRQVSLUDF\ WR GLVWULEXWH QDUFRWLFV� ��� FRQWLQXLQJ FULPLQDO HQWHUSULVH� ��� FRQVSLUDF\ WR
FRPPLW RU DLG DQG DEHW FRPSXWHU KDFNLQJ� ��� FRQVSLUDF\ WR WUDIILF LQ IUDXGXOHQW LGHQWLW\ GRFXPHQWV�
DQG ��� FRQVSLUDF\ WR FRPPLW PRQH\ ODXQGHULQJ� 7KH MXU\ DOVR IRXQG WKH VWDWXWRU\ PLQLPXPV IRU
TXDQWLWLHV RI KHURLQ� FRFDLQH� /6'� DQG PHWKDPSKHWDPLQH KDG EHHQ PHW RQ DOO FRXQWV� 6DUDK -HRQJ�
-XU\ )LQGV 5RVV 8OEULFKW *XLOW\ RI 5XQQLQJ 6LON 5RDG 0DUNHWSODFH� )25%(6 �)HE� �� ������
KWWSV���ZZZ�IRUEHV�FRP�VLWHV�VDUDKMHRQJ������������MXU\�ILQGV�URVV�XOEULFKW�JXLOW\�RI�UXQQLQJ�
VLON�URDG�PDUNHWSODFH������H��I��E��

��� 8OEULFKW� ��� )��G DW ��±���
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JDLQV WD[ UHSRUWLQJ��� 7KH 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ �6(&� KDV
SXUVXHG D QXPEHU RI FDVHV LQYROYLQJ IUDXGXOHQW FU\SWRFXUUHQF\ RIIHULQJV DQG
HYHQ OHJLWLPDWH LQLWLDO FRLQ RIIHULQJV �,&2� RQ WKH JURXQGV WKDW WKH\
FRQVWLWXWH DQ RIIHULQJ RI VHFXULWLHV WKDW PXVW PHHW WKH GLVFORVXUH UHTXLUHPHQWV
HVWDEOLVKHG E\ 6HFWLRQ � RI WKH 6HFXULWLHV $FW RI ������� ZKLFK LV WKH FRUH
UHJLVWUDWLRQ SURYLVLRQ RI WKH IHGHUDO VHFXULWLHV ODZV� 7KH 6(& KDV ODUJHO\
UHOLHG RQ WKH IRXU�SDUW WHVW IURP 6(& Y� :�-� +RZH\ &R��� WR ILQG WKDW LQLWLDO
FRLQ RIIHUV DUH LQ IDFW VHFXULWLHV EHFDXVH WKH\ DUH ³LQYHVWPHQW FRQWUDFWV�´
8QGHU WKH +RZH\ WHVW� WKH 6XSUHPH &RXUW KHOG WKDW DQ LQYHVWPHQW FRQVWLWXWHV
D VHFXULW\ ZKHQ LW LV >�@ ³D FRQWUDFW� WUDQVDFWLRQ RU VFKHPH ZKHUHE\ D SHUVRQ
LQYHVWV >�@ KLV PRQH\ LQ D FRPPRQ HQWHUSULVH DQG LV OHG WR H[SHFW SURILWV
VROHO\ IURP WKH HIIRUWV RI WKH SURPRWHU RU D WKLUG SDUW\� >�@ LW EHLQJ LPPDWHULDO
ZKHWKHU WKH VKDUHV LQ WKH HQWHUSULVH DUH HYLGHQFHG E\ IRUPDO FHUWLILFDWHV RU
E\ QRPLQDO LQWHUHVWV LQ WKH SK\VLFDO DVVHWV HPSOR\HG LQ WKH HQWHUSULVH�´�� ,Q
-XQH ����� :LOOLDP +LQPDQ� WKH 'LUHFWRU RI WKH 6(&¶V 'LYLVLRQ RI
&RUSRUDWLRQ )LQDQFH� DVVHUWHG�

-XVW DV LQ WKH +RZH\ FDVH� WRNHQV DQG FRLQV DUH RIWHQ WRXWHG DV DVVHWV WKDW
KDYH D XVH LQ WKHLU RZQ ULJKW� FRXSOHG ZLWK D SURPLVH WKDW WKH DVVHWV ZLOO EH
FXOWLYDWHG LQ D ZD\ WKDW ZLOO FDXVH WKHP WR JURZ LQ YDOXH� WR EH VROG ODWHU DW
D SURILW� $QG� DV LQ +RZH\±ZKHUH LQWHUHVWV LQ WKH JURYHV ZHUH VROG WR KRWHO
JXHVWV� QRW IDUPHUV±WRNHQV DQG FRLQV W\SLFDOO\ DUH VROG WR D ZLGH DXGLHQFH
UDWKHU WKDQ WR SHUVRQV ZKR DUH OLNHO\ WR XVH WKHP RQ WKH QHWZRUN���

%\ ILQGLQJ WKDW FU\SWRFXUUHQFLHV DUH VHFXULWLHV� XQOHVV DQ LVVXHU RI
VHFXULWLHV KDV ILOHG D UHJLVWUDWLRQ VWDWHPHQW ZLWK WKH 6(&� LW LV QHLWKHU
XQODZIXO WR PDNH XVH RI ³DQ\ PHDQV RU LQVWUXPHQWV RI WUDQVSRUWDWLRQ RU

��� ,�5�6� 1RWLFH �������� ������� ,�5� ��� �³)RU IHGHUDO WD[ SXUSRVHV� YLUWXDO FXUUHQF\ LV
WUHDWHG DV SURSHUW\� *HQHUDO WD[ SULQFLSOHV DSSOLFDEOH WR SURSHUW\ WUDQVDFWLRQV DSSO\ WR WUDQVDFWLRQV
XVLQJ YLUWXDO FXUUHQF\�´�� ,Q 1RYHPEHU ����� WKH IHGHUDO GLVWULFW FRXUW LQ 6DQ )UDQFLVFR DXWKRUL]HG
D ³-RKQ 'RH 6XPPRQV´ LVVXHG WR &RLQEDVH ,QF�� WKH ODUJHVW SURYLGHU RI FU\SWRFXUUHQF\ ZDOOHWV� IRU
LQIRUPDWLRQ DERXW WKH LGHQWLW\ RI WKH RZQHUV RI WKH ZDOOHWV� 7KLV KDV KHOSHG WKH ,�5�6� LGHQWLI\ WKRVH
ZKR KDYH IDLOHG WR UHSRUW FU\SWRFXUUHQF\ WUDQVDFWLRQV� 6HH 3UHVV 5HOHDVH� 8�6� 'HS¶W RI -XVWLFH�
&RXUW $XWKRUL]HV 6HUYLFH RI -RKQ 'RH 6XPPRQV 6HHNLQJ WKH ,GHQWLWLHV RI 8�6� 7D[SD\HUV :KR
+DYH 8VHG 9LUWXDO &XUUHQF\ �1RY� ��� ������ KWWSV���ZZZ�MXVWLFH�JRY�RSD�SU�FRXUW�DXWKRUL]HV�
VHUYLFH�MRKQ�GRH�VXPPRQV�VHHNLQJ�LGHQWLWLHV�XV�WD[SD\HUV�ZKR�KDYH�XVHG�

��� �� 8�6�&� � ��H �������
��� 6HH JHQHUDOO\ 6(& Y� :�-� +RZH\ &R�� ��� 8�6� ��� ������ �OD\LQJ RXW WKH IRXU�SDUW WHVW IRU

D VHFXULW\��
��� ,G� DW ���±���
��� :LOOLDP+LQPDQ� 'LU�� 'LYLVLRQ RI &RUSRUDWLRQ )LQDQFH� 8�6� 6HF� 	 ([FK� &RPP¶Q� 'LJLWDO

$VVHW 7UDQVDFWLRQV� :KHQ +RZH\ 0HW *DU\ �3ODVWLF�� 5HPDUNV DW WKH <DKRR )LQDQFH $OO 0DUNHWV
6XPPLW� &U\SWR �-XQH ��� ������ KWWSV���ZZZ�VHF�JRY�QHZV�VSHHFK�VSHHFK�KLQPDQ�������� 2Q
-XO\ ����� 6(& &RPPLVVLRQHU +HVWHU 3HLUFH� D ILHUFH RSSRQHQW RI PRVW UHJXODWLRQV� DVVHUWHG WKDW
³>D@QRWKHU QRWDEOH IHDWXUH RI 8�6� ODZ LV WKDW WKH GHILQLWLRQ RI ZKDW FRQVWLWXWHV D VHFXULW\ LV D ELW
QHEXORXV� 8QOLNH PDQ\ RWKHU FRXQWULHV� ZH GR QRW KDYH DQ H[FOXVLYH OLVW RI ZKDW FRXQWV DV D
µVHFXULW\�¶´ +HVWHU 0� 3HLUFH� &RPP¶U� 8�6� 6HF� 	 ([FK� &RPP¶Q� 5HQHJDGH 3DQGDV�
2SSRUWXQLWLHV IRU &URVV %RUGHU &RRSHUDWLRQ LQ 5HJXODWLRQ RI 'LJLWDO $VVHWV �-XO\ ��� ������
KWWSV���ZZZ�VHF�JRY�QHZV�VSHHFK�VSHHFK�SHLUFH��������
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FRPPXQLFDWLRQ LQ LQWHUVWDWH FRPPHUFH´ WR GLVWULEXWH WKH VHFXULW\ QRU WR FDXVH
WKH VHFXULWLHV WR EH ³FDUULHG WKURXJK WKH PDLOV RU LQ LQWHUVWDWH FRPPHUFH´ IRU
WKH SXUSRVH RI VDOH RU GHOLYHU\ DIWHU D VDOH��� 6HFWLRQ � DOVR FRQWDLQV D EURDG
SURKLELWLRQ RQ VHOOLQJ VHFXULWLHV ZLWKRXW D UHJLVWUDWLRQ VWDWHPHQW� SURYLGLQJ�

,W VKDOO EH XQODZIXO IRU DQ\ SHUVRQ� GLUHFWO\ RU LQGLUHFWO\� WR PDNH XVH RI DQ\
PHDQV RU LQVWUXPHQWV RI WUDQVSRUWDWLRQ RU FRPPXQLFDWLRQ LQ LQWHUVWDWH
FRPPHUFH RU RI WKH PDLOV WR RIIHU WR VHOO RU RIIHU WR EX\ WKURXJK WKH XVH RU
PHGLXP RI DQ\ SURVSHFWXV RU RWKHUZLVH DQ\ VHFXULW\� XQOHVV D UHJLVWUDWLRQ
VWDWHPHQW KDV EHHQ ILOHG DV WR VXFK VHFXULW\� RU ZKLOH WKH UHJLVWUDWLRQ
VWDWHPHQW LV WKH VXEMHFW RI D UHIXVDO RUGHU RU VWRS RUGHU RU �SULRU WR WKH
HIIHFWLYH GDWH RI WKH UHJLVWUDWLRQ VWDWHPHQW� DQ\ SXEOLF SURFHHGLQJ RU
H[DPLQDWLRQ XQGHU VHFWLRQ ��K RI WKLV WLWOH���

7KXV� XQGHU WKH IHGHUDO VHFXULWLHV ODZV� DWWDFKLQJ WKH ODEHO ³LQYHVWPHQW
FRQWUDFW´ WR FU\SWRFXUUHQFLHV PHDQV WKDW WKH\ DUH LQ YLRODWLRQ RI WKH ODZ LI
WKH\ DUH VROG WR LQYHVWRUV YLD DQ\ PHDQV RI LQWHUVWDWH FRPPHUFH��� +RZHYHU�
WKLV YLRODWLRQ PD\ EH FLUFXPYHQWHG LI WKH ³LQYHVWPHQW FRQWUDFWV´ DUH
DFFRPSDQLHG E\ D UHJLVWUDWLRQ VWDWHPHQW²LQ HIIHFW YLD )RUP 6��²�� WKDW
LQFOXGHV LQIRUPDWLRQ DERXW SRVVLEOH ULVN IDFWRUV LQ WKH LQYHVWPHQW DQG D
GHVFULSWLRQ RI FRUSRUDWH HDUQLQJV���

3DUW , RI WKLV $UWLFOH ORRNV DW KRZ SHUSHWUDWRUV FRQGXFW IUDXGXOHQW
VFKHPHV LQ ZKLFK WKH 6(& DQG '2- KDYH SXUVXHG FDVHV LQYROYLQJ SXUSRUWHG
LQYHVWPHQWV LQ FU\SWRFXUUHQF\ ZDV LQ IDFW MXVW D VKDP� 7KHVH VWRULHV W\SLFDOO\
LQYROYH FKDUJHV LQYROYLQJ FULPLQDO ZLUH IUDXG DQG FLYLO VHFXULWLHV IUDXG EDVHG
RQ WKH +RZH\ WHVW� 3DUW ,, RI WKLV $UWLFOH ORRNV DW KRZ WKH 6(& KDV SXUVXHG
HQIRUFHPHQW DFWLRQV LQYROYLQJ ,&2V LQ ZKLFK WKHUH ZDV D IDLOXUH WR UHJLVWHU
WKH VDOH XQGHU 6HFWLRQ � RI WKH 6HFXULWLHV ([FKDQJH $FW RI ����� 3DUW ,,,
FRQVLGHUV ZKHWKHU LVVXHUV RI FU\SWRFXUUHQFLHV FDQ XVH 5XOH ���$� D SURYLVLRQ
RI WKH -XPS�6WDUW 2XU %XVLQHVV 6WDUWXSV $FW �-2%6 $FW� WKDW DOORZV IRU D
W\SH RI PLQL�,32� WR DOORZ SULYDWH FRPSDQLHV WR UDLVH DV PXFK DV ��� PLOOLRQ
IURP WKH SXEOLF� :KHWKHU WKH 6(& ZLOO WU\ WR FUDFN GRZQ RQ WKHVH W\SHV RI
RIIHULQJV UHPDLQV WR EH VHHQ� DQG WKLV $UWLFOH ZLOO H[DPLQH KRZ LVVXHUV FDQ
FRPSO\ ZLWK WKH VHFXULWLHV ODZV ZKLOH DOVR VHUYLQJ WKRVH ZKR ZLVK WR KROG
DQG LQYHVW LQ FU\SWRFXUUHQFLHV�

��� �� 8�6�&� � ��H�D� �������
��� �� 8�6�&� � ��H�F��
��� 6HH �� 8�6�&� � ��H�
��� 6HH 8�6� 6(&� 	 (;&+� &200¶1� )250 6�� 5(*,675$7,21 67$7(0(17 81'(5 7+(

6(&85,7,(6 $&7 2) �����
��� ,G�
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,� 6&+(0(6 72 '()5$8'� ³7+(5( ,6 $ 68&.(5 %251
(9(5< 0,187(´ �3�7� %$5180���

)UDXGXOHQW VFKHPHV NQRZ IHZ ERXQGV ZKHQ WKHUH LV WKH FKDQFH WR
FRQYLQFH LQYHVWRUV WR VSHQG WKHLU PRQH\� HVSHFLDOO\ RQ VRPHWKLQJ DV DOOXULQJ
DV FU\SWRFXUUHQF\� *LYHQ KRZ PXFK %LWFRLQ LQFUHDVHG LQ YDOXH LQ ����� WKHUH
LV D SHUFHLYHG DGYDQWDJH WR RZQLQJ FU\SWRFXUUHQFLHV WKDW PD\ QRW SDQ RXW�
7KH VXGGHQ ULVH RI ELWFRLQ LQ ���� KDV H[DFHUEDWHG WKH GHPDQG IRU
FU\SWRFXUUHQFLHV� ZKLFK RSHUDWH PXFK OLNH SHQQ\ VWRFNV LQ WKDW WKH\ FDQ ULVH
RU IDOO LQ MXVW D IHZ GD\V DQG RIWHQ DUH HDVLO\ PDQLSXODWHG���

,Q 6(& Y� %ORFNYHVW //&��� WKH 6(& REWDLQHG D SUHOLPLQDU\ LQMXQFWLRQ WR
EORFN WKH RIIHU RI VHFXULWLHV WKDW ZHUH SURPLVHG WR JHQHUDWH SDVVLYH LQFRPH
DQG GRXEOH�GLJLW UHWXUQV��� 7KH GHIHQGDQWV HYHQ FUHDWHG D IDNH UHJXODWRU\
DJHQF\� FDOOHG WKH ³%ORFNFKDLQ ([FKDQJH &RPPLVVLRQ�´ ZLWK WKH VDPH
DGGUHVV DV DQG D VHDO VLPLODU WR WKH 6(&¶V WR JLYH WKH LPSUHVVLRQ WKDW WKH
RSHUDWLRQ ZDV DOO RQ WKH XS�DQG�XS��� 1HHGOHVV WR VD\� WKHUH LV QR ³%ORFNFKDLQ
([FKDQJH &RPPLVVLRQ�´ GHVSLWH WKH KRSH WKDW� SHUKDSV� VRPHGD\ WKHUH ZLOO
EH RQH��� 7KH GHIHQGDQWV XVHG WKLV URXVH WR JLYH WKH ,&2 LQYHVWRUV WKH
XQGHUVWDQGLQJ WKDW WKH WUDQVDFWLRQV KDG WKH LPSULPDWXU RI WKH 6(& DQG
DQRWKHU JRYHUQPHQW DJHQF\� ZKLFK RQO\ IXUWKHUHG WKH HIIRUW WR UDLVH PRQH\
IURP XQVXVSHFWLQJ LQYHVWRUV��� ,Q GHFLGLQJ WKDW WKH ,&2 LQYROYHG D VHFXULW\�
WKH GLVWULFW FRXUW KHOG WKDW ³WKH 6(& KDV GHPRQVWUDWHG WKDW WKH SURPRWLRQ RI
WKH ,&2 RI WKH %/9 WRNHQ ZDV D µVHFXULW\¶ DQG VDWLVILHV WKH +RZH\ WHVW�´��
7KH GLVWULFW FRXUW IRXQG WKDW WKH ,&2 RIIHULQJ ZDV D YLRODWLRQ RI 6HFWLRQ ���D�
RI WKH 6HFXULWLHV $FW RI ����� ZKLFK SURKLELWV WKH XVH RI DQ\ ³GHYLFH� VFKHPH
RU DUWLILFH WR GHIUDXG�´��

��� 7+( /,1*8,67 /,67 �$SU� ��� ����� ���� 30 87&�� KWWS���OLVWVHUY�OLQJXLVWOLVW�RUJ�
SLSHUPDLO�DGV�O������$SULO��������KWPO�

��� 3DXO 9LJQD� /DUJH %LWFRLQ 3OD\HU 0DQLSXODWHG 3ULFH 6KDUSO\ +LJKHU� 6WXG\ 6D\V� :$// 67�
-� �1RY� �� ������ KWWSV���ZZZ�ZVM�FRP�DUWLFOHV�ODUJH�ELWFRLQ�SOD\HU�PDQLSXODWHG�SULFH�VKDUSO\�
KLJKHU�VWXG\�VD\V������������ �³$ VLQJOH ODUJH SOD\HU PDQLSXODWHG WKH SULFH RI ELWFRLQ DV LW UDQ
XS WR D SHDN RI QHDUO\ ������� WZR \HDUV DJR� D QHZ VWXG\ FRQFOXGHV�´�� -2+10� *5,)),1 	$0,1
6+$06� ,6 %,7&2,1 5($//< 81�7(7+(5(' ������� KWWSV���VVUQ�FRP�DEVWUDFW �������
�³&U\SWRFXUUHQFLHV JUHZ IURP QHDUO\ QRWKLQJ WR RYHU ���� ELOOLRQ LQ PDUNHW FDSLWDOL]DWLRQ LQ RQO\ D
IHZ \HDUV DQG ILW WKH KLVWRULFDO QDUUDWLYH RI SUHYLRXV EXEEOHV TXLWH ZHOO±DQ LQQRYDWLYH WHFKQRORJ\
ZLWK H[WUHPH VSHFXODWLRQ VXUURXQGLQJ LW�´��

��� %ORFNYHVW //&� /LWLJDWLRQ 5HOHDVH 1R� ������ ���� :/ ������ �)HE� ��� ������
��� � 52%(57 -� +$)7� $57+85 )� +$)7 	 0,&+(/( +$)7 +8'621� 9(1785( &$3� 	 %86�

),1� � ���� ������ �³6SHFLILFDOO\� FRS\ULJKWV� PLQHUDO DQG RLO DQG JDV UR\DOWLHV� DQG DFWLYH FRPSXWHU
VRIWZDUH UR\DOWLHV DUH H[FOXGHG IURP SDVVLYH LQYHVWPHQW LQFRPH LI WKH\ DUH H[FOXGHG IURP WKH
GHILQLWLRQ RI SHUVRQDO KROGLQJ FRPSDQ\ LQFRPH�´��

��� %ORFNYHVW //&� /LWLJDWLRQ 5HOHDVH 1R� ������ ���� :/ ������ �)HE� ��� ������
��� ,G�
��� 2UGHU *UDQWLQJ 3ODLQWLII¶V 0RWLRQ IRU 3DUWLDO 5HFRQVLGHUDWLRQ DW ��� 6(& Y� %ORFNYHVW� 1R�

��&9�����*3%�%/0� �6�'� &DO� )HE� ��� ������ (&) 1R� ���
��� ,G�
��� ,G� DW �� �³2Q UHFRQVLGHUDWLRQ� WKH &RXUW FRQFOXGHV WKDW 3ODLQWLII KDV SUHVHQWHG D SULPD IDFLH

VKRZLQJ RI SUHYLRXV YLRODWLRQV RI 6HFWLRQ ���D��´�� �� 8�6�&� � ��T�D���� �������
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7KH '2- KDV UHOLHG RQ WKH IHGHUDO ZLUH IUDXG VWDWXWH� �� 8�6�&� � �����
WR SXUVXH FULPLQDO FDVHV DJDLQVW GHIHQGDQWV ZKR KDYH XVHG FU\SWRFXUUHQFLHV
WR VFDP LQYHVWRUV� ,Q 8QLWHG 6WDWHV Y� 0F'RQQHOO��� WKH GHIHQGDQW ZDV
FKDUJHG ZLWK ZLUH IUDXG� LQ 0DUFK ����� WKURXJK D FRPSDQ\ NQRZQ DV
&DEEDJH7HFK &RUS� 7KH VFKHPH LQYROYHG FXVWRPHUV VHQGLQJ PRQH\ DQG
FU\SWRFXUUHQF\ WR 0U� 0F'RQQHOO LQ H[FKDQJH IRU WUDGLQJ DGYLFH� VLQFH KH
FODLPHG WR PDQDJH %LWFRLQ IRU LQYHVWRUV��� $FFRUGLQJ WR WKH LQGLFWPHQW� 0U�
0F'RQQHOO VWRSSHG FRPPXQLFDWLQJ ZLWK WKH FXVWRPHUV DQG PLVDSSURSULDWHG
WKH IXQGV IRU KLV SHUVRQDO XVH� ,Q -XQH ����� KH SOHDGHG JXLOW\ WR ZLUH IUDXG���

&U\SWRFXUUHQF\ KDV HYHQ EHHQ XVHG WR KHOS SHUSHWUDWH D 3RQ]L VFKHPH� LQ
ZKLFK HDUO\ LQYHVWRUV DUH UHSDLG E\ WKRVH OXUHG LQ ODWHU� ,Q 6HFXULWLHV DQG
([FKDQJH &RPPLVVLRQ Y� 1DWXUDO 'LDPRQGV ,QYHVWPHQW &R�� WKH 6(& VXHG
-RVH $QJHO $PDQ� +DUROG 6HLJHO� DQG -RQDWKDQ 6HLJHO IRU RUFKHVWUDWLQJ D
3RQ]L VFKHPH E\ UDLVLQJ ��� PLOOLRQ IURP ��� LQYHVWRUV LQ SDUW WKURXJK D
FU\SWRFXUUHQF\ FDOOHG ³$UJ\OH &RLQ�´�� 7KH\ SURPLVHG LQYHVWRUV WKDW 1DWXUDO
'LDPRQGV ZRXOG JHQHUDWH LQYHVWPHQW UHWXUQV RI ��� DQG ZRXOG IXOO\ UHWXUQ
LQYHVWRUV SULQFLSDO ZLWKLQ WZR \HDUV��� 7KH 6(& DOOHJHG WKDW 1DWXUDO
'LDPRQGV ZDV D 3RQ]L VFKHPH DQG WKDW 0U� $PDQ ³XVHG LQYHVWRU IXQGV WR
SD\ SULRU LQYHVWRUV WKHLU SXUSRUWHG UHWXUQV�´�� $PRQJ WKH XVHV IRU WKH PRQH\
WDNHQ IURP LQYHVWRUV ZHUH SXUFKDVHV RI KRUVHV DQG ULGLQJ OHVVRQV IRU 0U�
$PDQ¶V ROGHVW VRQ� SD\PHQWV WR KLV FKXUFK DQG SDVWRUV RI PRUH WKDQ ����
PLOOLRQ� DQG SD\PHQW RI PRUH WKDQ �� PLOOLRQ IRU 0U� $PDQ¶V SHUVRQDO
H[SHQVHV��� :KHQ WKH EDQN DFFRXQWV ZHUH GUDLQHG LQ ����� 0U� $PDQ FUHDWHG

��� ,QGLFWPHQW� 8QLWHG 6WDWHV� Y� 0F'RQQHOO� 1R� ������ �(�'�1�<� 0DU� ��� ������
��� 3UHVV 5HOHDVH� 8�6� 'HS¶W RI -XVWLFH� 6WDWHQ ,VODQG 0DQ 3OHDGV *XLOW\ WR 'HIUDXGLQJ

,QYHVWRUV LQ 9LUWXDO &XUUHQF\ �-XQH ��� ������ KWWSV���ZZZ�MXVWLFH�JRY�XVDR�HGQ\�SU�VWDWHQ�LVODQG�
PDQ�SOHDGV�JXLOW\�GHIUDXGLQJ�LQYHVWRUV�YLUWXDO�FXUUHQF\�

��� ,G�
��� &RPSODLQW DW �� 6(& Y� 1DW� 'LDPRQGV ,QY� &R�� 1R� �����FY�������5/5 �6�'� )OD� 0D\

��� ������
��� ,G�
��� ,G�

7KH 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ DQQRXQFHG LW KDV REWDLQHG D FRXUW RUGHU KDOWLQJ
DQ RQJRLQJ ��� PLOOLRQ 3RQ]L VFKHPH WDUJHWLQJ PRUH WKDQ ��� LQYHVWRUV LQ WKH 8�6� DQG
&DQDGD� 7KH 6(& FRPSODLQW XQVHDOHG0RQGD\ FKDUJHV 6RXWK )ORULGD�EDVHG $UJ\OH &RLQ�
//&� D SXUSRUWHG FU\SWRFXUUHQF\ EXVLQHVV� DQG LWV SULQFLSDO -RVH $QJHO $PDQ ZLWK XVLQJ
LQYHVWRU IXQGV WR UXQ D 3RQ]L VFKHPH�

3UHVV 5HOHDVH� 8�6� 6HF� 	 ([FK� &RPP¶Q� 6(& 2EWDLQV (PHUJHQF\ 2UGHU +DOWLQJ $OOHJHG
'LDPRQG�5HODWHG ,&2 6FKHPH 7DUJHWLQJ +XQGUHGV RI ,QYHVWRUV �0D\ ��� ������
KWWSV���ZZZ�VHF�JRY�QHZV�SUHVV�UHOHDVH���������

��� &RPSODLQW� VXSUD QRWH ��� DW �� VHH DOVR 3UHVV 5HOHDVH� 8�6� 6HF� 	 ([FK� &RPP¶Q� 6(&
2EWDLQV (PHUJHQF\ 2UGHU +DOWLQJ $OOHJHG 'LDPRQG�5HODWHG ,&2 6FKHPH 7DUJHWLQJ +XQGUHGV RI
,QYHVWRUV �0D\ ��� ������ KWWSV���ZZZ�VHF�JRY�QHZV�SUHVV�UHOHDVH���������

$FFRUGLQJ WR WKH FRPSODLQW� LQ 2FWREHU ����� $PDQ DQG -RQDWKDQ +� 6HLJHO FRQWLQXHG
WKH VFKHPH E\ OXULQJ LQYHVWRUV WR LQYHVW LQ $UJ\OH &RLQ� IDOVHO\ FODLPLQJ WKH LQYHVWPHQW
ZDV ULVN�IUHH EHFDXVH LW ZDV EDFNHG E\ IDQF\ FRORUHG GLDPRQGV� DQG SURPLVLQJ WR XVH
LQYHVWRU IXQGV WR GHYHORS WKH FU\SWRFXUUHQF\ EXVLQHVV� ,QVWHDG� DFFRUGLQJ WR WKH
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³$UJ\OH &RLQ´ RQ WKH SURPLVH WKDW WKH WRNHQV ZHUH EDFNHG E\ ³IDQF\ FRORUHG
GLDPRQGV´ DQG SURPLVHG WKDW DQ LQYHVWPHQW ZDV ³ULVN�IUHH�´�� ,QVWHDG� WKH
PRQH\ UDLVHG IURP WKH VDOH RI ³$UJ\OH &RLQ´ ZDV XVHG WR UHSD\ LQYHVWRUV RI
1DWXUDO 'LDPRQGV DQG DQRWKHU FRPSDQ\� (DJOH )LQDQFLDO 'LDPRQG *URXS
,QF� ,Q KLV DQVZHU WR WKH 6(&¶V FRPSODLQW� 0U� $PDQ DVVHUWHG KLV )LIWK
$PHQGPHQW SULYLOHJH DQG GLG QRW UHVSRQG GLUHFWO\ WR WKH FODLPV� $ IHGHUDO
GLVWULFW MXGJH IUR]H 0U� $PDQ¶V DVVHWV���

,Q 0DUFK ����� .RQVWDQWLQ ,JQDWRY� D %XOJDULDQ� ZDV DUUHVWHG LQ /RV
$QJHOHV RQ D FKDUJH RI ZLUH IUDXG FRQVSLUDF\ IRU KLV UROH DV WKH OHDGHU RI
ZKDW WKH '2- GHVFULEHG DV ³DQ LQWHUQDWLRQDO S\UDPLG VFKHPH WKDW LQYROYHG
WKH PDUNHWLQJ RI D IUDXGXOHQW FU\SWRFXUUHQF\ FDOOHG µ2QH&RLQ�¶´�� ,Q
DGGLWLRQ� ,JQDWRYD¶V VLVWHU� 5XMD ,JQDWRYD� ZDV FKDUJHG IRU WKH VDPH FULPHV
RI ³ZLUH IUDXG� VHFXULWLHV IUDXG DQG PRQH\ ODXQGHULQJ´ ZLWK D WKLUG
GHIHQGDQW� 0DUN 6� 6FRWW� ZKR ZDV DFFXVHG RI KHOSLQJ WR ³ODXQGHU WKH
SURFHHGV RI WKH >IUDXGXOHQW@ VFKHPH�´��

,Q 6HSWHPEHU ����� WKH 6(& VXHG -RQDWKDQ &� /XFDV IRU D IUDXGXOHQW ,&2
WKDW UDLVHG DSSUR[LPDWHO\ ������� IURP ��� LQYHVWRUV IRU XQUHJLVWHUHG GLJLWDO
VHFXULWLHV LQ )DQWDV\ 0DUNHW WKDW ZRXOG SURYLGH OLYH DGXOW HQWHUWDLQPHQW
SHUIRUPDQFHV��� ,Q WKH 6(& FRPSODLQW� KH ZDV DFFXVHG RI PDNLQJ
PLVVWDWHPHQWV DERXW ³WKH DFKLHYHPHQW RI VLJQLILFDQW EXVLQHVV GHYHORSPHQW
PLOHVWRQHV�´ WKH H[SHULHQFH RI WKH )DQWDV\ 0DUNHW WHDP WKDW ZDV ³HQWLUHO\
ILFWLRQDO DQG /XFDV¶V RZQ FUHGHQWLDOV ZHUH HPEHOOLVKHG�´ DQG WKDW VLJQLILFDQW
IXQGV KDG EHHQ UDLVHG IURP ODUJH LQYHVWRUV LQ D ³SULYDWH WRNHQ SUH�VDOH´ ZKHQ
LQ IDFW QR IXQGV ZHUH HYHU UDLVHG��� 0U� /XFDV ZDV FKDUJHG ZLWK RUFKHVWUDWLQJ

FRPSODLQW� $PDQ� 1DWXUDO 'LDPRQGV� (DJOH� DQG $UJ\OH &RLQ� PLVXVHG RU
PLVDSSURSULDWHG PRUH WKDQ ��� PLOOLRQ RI LQYHVWRU IXQGV WR SD\ RWKHU LQYHVWRUV WKHLU
SXUSRUWHG UHWXUQV DQG IRU $PDQ¶V SHUVRQDO H[SHQVHV� LQFOXGLQJ UHQW RQ KLV KRPH�
SXUFKDVHV RI KRUVHV� DQG ULGLQJ OHVVRQV IRU KLV VRQ�

,G�
��� 6HH 1DWXUDO 'LDPRQGV ,QYHVWPHQW &R�� /LWLJDWLRQ 5HOHDVH 1R� ������ ���� :/ �������

�0D\ ��� ������ KWWSV���ZZZ�VHF�JRY�OLWLJDWLRQ�OLWUHOHDVHV������OU������KWP�
��� 3UHVV 5HOHDVH� 8�6� 6HF� 	 ([FK� &RPP¶Q� 6(& 2EWDLQV (PHUJHQF\ 2UGHU +DOWLQJ $OOHJHG

'LDPRQG�5HODWHG ,&2 6FKHPH 7DUJHWLQJ +XQGUHGV RI ,QYHVWRUV �0D\ ��� ������
KWWSV���ZZZ�VHF�JRY�QHZV�SUHVV�UHOHDVH�������� �³2Q 0D\ ��� ����� WKH +RQRUDEOH -XGJH 5RELQ
/� 5RVHQEHUJ RI WKH 8�6� 'LVWULFW &RXUW IRU WKH 6RXWKHUQ 'LVWULFW RI )ORULGD JUDQWHG WKH 6(&¶V
UHTXHVW IRU D WHPSRUDU\ UHVWUDLQLQJ RUGHU DQG WHPSRUDU\ DVVHW IUHH]H DJDLQVW $PDQ� $UJ\OH &RLQ
DQG RWKHU FRPSDQLHV FKDUJHG E\ WKH 6(& DV UHOLHI GHIHQGDQWV�´��

��� 3UHVV 5HOHDVH� 8�6� 'HS¶W RI -XVWLFH� 0DQKDWWDQ 8�6� $WWRUQH\ $QQRXQFHV &KDUJHV $JDLQVW
/HDGHUV 2I ³2QH&RLQ�´ $0XOWLELOOLRQ�'ROODU 3\UDPLG 6FKHPH ,QYROYLQJ 7KH 6DOH 2I $ )UDXGXOHQW
&U\SWRFXUUHQF\ �0DU� �� ������ KWWSV���ZZZ�MXVWLFH�JRY�XVDR�VGQ\�SU�PDQKDWWDQ�XV�DWWRUQH\�
DQQRXQFHV�FKDUJHV�DJDLQVW�OHDGHUV�RQHFRLQ�PXOWLELOOLRQ�GROODU�

��� ,G�
��� 7KH ³)DQWDV\ 0DUNHW´ ZDV ³D SXUSRUWHG RQOLQH DGXOW HQWHUWDLQPHQW PDUNHWSODFH� ZLWK

RUFKHVWUDWLQJ D IUDXGXOHQW LQLWLDO FRLQ RIIHULQJ �,&2��´ -RQDWKDQ &� /XFDV� /LWLJDWLRQ 5HOHDVH 1R�
������ ���� :/ ������� �6HSW� ��� ������

��� )LQDO -XGJPHQW DV WR 'HIHQGDQW -RQDWKDQ &� /XFDV� 6(& Y� /XFDV� 1R� ���FY�����
�6�'�1�<� 2FW� �� ������
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D IUDXGXOHQW ,&2� DQG KH XOWLPDWHO\ DJUHHG WR SD\ D FLYLO SHQDOW\ RI �������
DQG DFFHSWHG D ILYH�\HDU EDQ IURP VHUYLQJ DV DQ RIILFHU RU GLUHFWRU RI D SXEOLF
FRPSDQ\� DORQJ ZLWK D ILYH�\HDU LQMXQFWLRQ EDUULQJ KLP IURP PDNLQJ DQ\
XQUHJLVWHUHG RIIHULQJ RI VHFXULWLHV���

,Q )HEUXDU\ ����� 5DQGDOO &UDWHU ZDV FKDUJHG ZLWK ZLUH IUDXG DQG
PRQH\ ODXQGHULQJ IRU FUHDWLQJ D IUDXGXOHQW FU\SWRFXUUHQF\ FDOOHG ³0\ %LJ
&RLQV´ WKDW ZHUH PDUNHWHG WR LQYHVWRUV��� 0U� &UDWHU FODLPHG WKDW 0\ %LJ
&RLQV ZDV D IXQFWLRQLQJ FU\SWRFXUUHQF\ EDFNHG E\ JROG DQG RWKHU ³YDOXDEOH
DVVHWV´ DQG IXUWKHU FODLPHG WKDW WKH FU\SWRFXUUHQF\ FRXOG EH H[FKDQJHG IRU
UHJXODU FXUUHQF\��� 8QIRUWXQDWHO\� WKHUH ZHUH QR DVVHWV EDFNLQJ 0\ %LJ
&RLQV� DQG 0U� &UDWHU ZDV DFFXVHG RI PLVDSSURSULDWLQJ RYHU �� PLOOLRQ RI
LQYHVWRU IXQGV IRU KLV RZQ XVH���

,Q 6HSWHPEHU ����� +RPHUR -� *DU]D ZDV VHQWHQFHG WR WZHQW\�RQH
PRQWKV LQ SULVRQ DIWHU SOHDGLQJ JXLOW\ WR RQH FRXQW RI ZLUH IUDXG IRU KLV UROH
LQ VHWWLQJ XS FRPSDQLHV WR DFW DV YLUWXDO FXUUHQF\ PLQHUV IRU D FU\SWRFXUUHQF\
FDOOHG ³3D\&RLQ�´�� $FFRUGLQJ WR VWDWHPHQWV WR PLQHUV� 0U� *DU]D FODLPHG
WKDW 3D\&RLQ ZRXOG QRW GURS EHORZ ��� SHU XQLW EHFDXVH KH KDG D UHVHUYH RI
���� PLOOLRQ WR SXUFKDVH 3D\&RLQV WR VWDELOL]H WKH SULFH� $V DQWLFLSDWHG� WKH
���� PLOOLRQ UHVHUYH GLG QRW H[LVW� DQG SURVHFXWRUV DOOHJHG WKDW 0U� *DU]D
GHIUDXGHG LQGLYLGXDOV RXW RI PRUH WKDQ �� PLOOLRQ���

,Q 'HFHPEHU ����� WKUHH GHIHQGDQWV ZHUH FKDUJHG ZLWK FRQVSLUDF\ WR
FRPPLW ZLUH IUDXG DQG FRQVSLUDF\ WR VHOO XQUHJLVWHUHG VHFXULWLHV IRU WKHLU UROH
LQ FUHDWLQJ ³%LW&OXE 1HWZRUN�´ ZKLFK VROLFLWHG PRQH\ IURP LQYHVWRUV LQ
H[FKDQJH IRU SDUWLFLSDWLRQ LQ SRROHG LQYHVWPHQWV RI %LWFRLQ PLQLQJ���
$FFRUGLQJ WR WKH LQGLFWPHQW ILOHG E\ WKH '2-� IRXU GHIHQGDQWV±0DWWKHZ %�
*RHWWVFKH� -REDGLDK 6� :HHNV� +RVHSK )� $EHO� DQG 6LOYLX &� %DODFL±PDGH
³PDWHULDOO\ IDOVH DQG IUDXGXOHQW SUHWHQVHV� UHSUHVHQWDWLRQV� SURPLVHV� DQG
RPLVVLRQV´ LQ VROLFLWLQJ LQYHVWPHQWV LQ %LW&RLQ 1HWZRUN��� 3URVHFXWRUV
DOOHJH WKDW WKH VFKHPH ZDV LQ HIIHFW D 3RQ]L VFKHPH� DQG LW GHIUDXGHG

��� -RQDWKDQ &� /XFDV� /LWLJDWLRQ 5HOHDVH 1R� ������ ���� :/ ������� �6HSW� ��� ������
��� 3UHVV 5HOHDVH� 8�6� 'HS¶W RI -XVWLFH� 1HZ <RUN 0DQ &KDUJHG ZLWK &U\SWRFXUUHQF\ 6FKHPH

�)HE� ��� ������ KWWSV���ZZZ�MXVWLFH�JRY�RSD�SU�QHZ�\RUN�PDQ�FKDUJHG�FU\SWRFXUUHQF\�VFKHPH�
��� ,G�
��� ,G�
��� 3UHVV 5HOHDVH� 8�6� 'HS¶W RI -XVWLFH� )RUPHU 9LUWXDO &XUUHQF\ &(2 ,QYROYHG LQ �� 0LOOLRQ

)UDXG 6FKHPH 6HQWHQFHG WR 3ULVRQ �6HSW� ��� ������ KWWSV���ZZZ�MXVWLFH�JRY�XVDR�FW�SU�IRUPHU�
YLUWXDO�FXUUHQF\�FHR�LQYROYHG���PLOOLRQ�IUDXG�VFKHPH�VHQWHQFHG�SULVRQ�

��� &U\SWRFXUUHQF\ )UDXGVWHU 6HQWHQFHG 9LUWXDO &XUUHQF\ 6FDP 'HIUDXGHG ,QYHVWRUV RI
0LOOLRQV� )('� %85($8 ,19(67,*$7,21 1(:6 �)HE� ��� ������ KWWSV���ZZZ�IEL�JRY�QHZV�
VWRULHV�FU\SWRFXUUHQF\�IUDXGVWHU�VHQWHQFHG��������

��� %LWFOXE� 8�6� Y� 0DWWKHZ %UHQW *RHWWVFKH HW� DO�� 8�6� '(3¶7 2) -867,&(�
KWWSV���ZZZ�MXVWLFH�JRY�XVDR�QM�ELWFOXE �ODVW YLVLWHG )HE� ��� ������

��� 6HH ,QGLFWPHQW� 8QLWHG 6WDWHV Y� *RHWWVFKH� 1R� ������ �&&&� �'�1�-� ������
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LQYHVWRUV RI ���� PLOOLRQ E\ PLVUHSUHVHQWLQJ WKH ³PLQLQJ HDUQLQJV´ WKDW ZDV
XVHG WR SURPRWH WKH VDOH RI ELWFRLQ PLQLQJ VKDUHV LQ %LW&RLQ 1HWZRUN���

7KH ZLUH IUDXG VWDWXWH DQG FRQVSLUDF\ WR FRPPLW ZLUH IUDXG DUH DSSHDOLQJ
WR SURVHFXWRUV EHFDXVH WKH ODZ PDNHV LW D FULPH WR WUDQVPLW RU FDXVH WR EH
WUDQVPLWWHG DFURVV VWDWH OLQHV DQ\ ³ZLUH� UDGLR� RU WHOHYLVLRQ FRPPXQLFDWLRQ
LQ LQWHUVWDWH RU IRUHLJQ FRPPHUFH� DQ\ ZULWLQJV� VLJQV� VLJQDOV� SLFWXUHV� RU
VRXQGV IRU WKH SXUSRVH RI H[HFXWLQJ VXFK VFKHPH RU DUWLILFH � � �´�� 0RVW
FU\SWRFXUUHQF\ IUDXG VFKHPHV LQYROYH WUDQVIHUULQJ IXQGV YLD EDQN ZLUHV RU
DGYHUWLVLQJ RYHU WKH ,QWHUQHW� ZKLFK DUH VXIILFLHQW WR HVWDEOLVK D ZLUH
WUDQVPLVVLRQ DQG KDV EHHQ XVHG IRU WKH SXUSRVH RI H[HFXWLQJ WKH IUDXGXOHQW
VFKHPH��� 2QH EHQHILW WR XVLQJ WKH ZLUH IUDXG VWDWXWH LV WKDW LW FDUULHV D
PD[LPXP SHQDOW\ RI WZHQW\ \HDUV LPSULVRQPHQW� DQG HDFK ZLUH FDQ EH D
VHSDUDWH FRXQW RI DQ LQGLFWPHQW��� VR SURVHFXWRUV FDQ SLOH PDQ\ GLIIHUHQW
FKDUJHV WR WU\ WR HQWLFH D JXLOW\ SOHD IURP D GHIHQGDQW�

$QRWKHU DYHQXH IHGHUDO SURVHFXWRUV KDYH SXUVXHG IRU FU\SWRFXUUHQF\
FDVHV LV WR FKDUJH WKH IDFLOLWDWRUV RI YLUWXDO FXUUHQF\ H[FKDQJHV ZKR KDYH
FUHDWHG EDQN DFFRXQWV WKDW FDQ EH XVHG WR WUDQVIHU IXQGV� ZKLFK HIIHFWLYHO\
VHWV XS D ³VKDGRZ EDQN´ IRU FU\SWRFXUUHQF\ H[FKDQJHV� �� ,Q 8QLWHG 6WDWHV Y�
)RZOHU��� WKH '2- FKDUJHG 5HJLQDOG )RZOHU DQG 5DYLG <RVHI ZLWK EDQN
IUDXG DQG RSHUDWLQJ DQ XQOLFHQVHG PRQH\ WUDQVPLWWLQJ EXVLQHVV��� 7KH\ ZHUH

��� 8�6� '(3¶7 2) -867,&(� VXSUD QRWH �� �³*RHWWVFKH� %DODFL� :HHNV� DQG RWKHUV FRQVSLUHG
WRJHWKHU WR VROLFLW LQYHVWPHQW LQ %LW&OXE 1HWZRUN WKURXJK IUDXGXOHQW PHDQV� LQFOXGLQJ E\ SURYLGLQJ
IDOVH DQG PLVOHDGLQJ ILJXUHV WKDW %LW&OXE LQYHVWRUV ZHUH WROG ZHUH ³ELWFRLQ PLQLQJ HDUQLQJV´
SXUSRUWHGO\ JHQHUDWHG E\ %LW&OXE 1HWZRUN¶V ELWFRLQ PLQLQJ SRRO� *RHWWVFKH� %DODFL� :HHNV� DQG
RWKHUV REWDLQHG WKH HTXLYDOHQW RI DW OHDVW ���� PLOOLRQ IURP %LW&OXE 1HWZRUN LQYHVWRUV�´��

��� �� 8�6�&� � ���� �������
��� 6HH LG�
��� 6HH 8QLWHG 6WDWHV Y� :LOOLDPV� ��� )��G ����� ���� ���WK &LU� ����� �³(DFK UHVXOWDQW ZLUH

IUDXG FRXQW UHTXLUHV SURRI RI D VHSDUDWH ZLUH WUDQVPLVVLRQ PDGH LQ IXUWKHUDQFH RI:LOOLDPV¶V VFKHPH
WR GHIUDXG²DQ HOHPHQW QRW UHTXLUHG E\ WKH RWKHUV� :H KROG WKDW HDFK ZLUH IUDXG RIIHQVH ZDV
FRPSOHWH XSRQ HDFK ZLUH GLVEXUVHPHQW WKDW :LOOLDPV FDXVHG &1&6 WR PDNH LQ IXUWKHUDQFH RI KHU
VFKHPH WR GHIUDXG�´�� 8QLWHG 6WDWHV Y� *DUOLFN� ��� )��G ���� ��� ��WK &LU� ����� �³(DFK XVH RI WKH
ZLUHV FRQVWLWXWHV D VHSDUDWH YLRODWLRQ RI WKH ZLUH IUDXG VWDWXWH� 7KLV FRQFHSW LV ZHOO HVWDEOLVKHG LQ
WKH FRQWH[W RI PDLO IUDXG� DQG WRGD\ ZH KROG LW DSSOLHV ZLWK HTXDO IRUFH LQ ZLUH IUDXG FDVHV�´��

��� 6HH.LQJOLWH +ROGLQJV ,QF� Y� 0LFUR�6WDU ,QW¶O &R�� 1R� &9��������� -96 �3-:[�� ����:/
�������� DW 
�� �&�'� &DO� 2FW� ��� ����� �³>7@KH UHSUHVHQWDWLYH PHWKRG FODLP UHFLWHG VWHSV IRU D
SUDFWLWLRQHU� PRUH VSHFLILFDOO\ DQ LQWHUPHGLDU\� WR FUHDWH ³VKDGRZ´ EDQN DFFRXQWV WKDW PLUURUHG WKH
EDODQFHV RI WZR SDUWLHV¶ UHDO�ZRUOG DFFRXQWV�´��

��� 6HDOHG 6XSHUVHGLQJ ,QGLFWPHQW DW �±�� 8QLWHG 6WDWHV Y� )RZOHU� �6�'�1�< ����� �1R� ��
&ULP� �����

��� $Q XQOLFHQVHG PRQH\ WUDQVPLWWLQJ EXVLQHVV LV GHILQHG LQ WKH VWDWXWH DV�

>$@ PRQH\ WUDQVPLWWLQJ EXVLQHVV ZKLFK DIIHFWV LQWHUVWDWH RU IRUHLJQ FRPPHUFH LQ DQ\
PDQQHU RU GHJUHH DQG²

�$� LV RSHUDWHG ZLWKRXW DQ DSSURSULDWH PRQH\ WUDQVPLWWLQJ OLFHQVH LQ D 6WDWH ZKHUH VXFK
RSHUDWLRQ LV SXQLVKDEOH DV D PLVGHPHDQRU RU D IHORQ\ XQGHU 6WDWH ODZ� ZKHWKHU RU QRW WKH
GHIHQGDQW NQHZ WKDW WKH RSHUDWLRQ ZDV UHTXLUHG WR EH OLFHQVHG RU WKDW WKH RSHUDWLRQ ZDV
VR SXQLVKDEOH�



����@ $ 7D[RQRP\ RI &U\SWRFXUUHQF\ (QIRUFHPHQW $FWLRQV ���

DFFXVHG RI SURYLGLQJ EDQNLQJ VHUYLFHV WR FU\SWRFXUUHQF\ H[FKDQJHV� DQG 0U�
)RZOHU ZDV VSHFLILFDOO\ DFFXVHG RI PDNLQJ IDOVH RU PLVOHDGLQJ VWDWHPHQWV WR
EDQNV LQ RUGHU WR RSHQ DFFRXQWV WKDW UHFHLYHG GHSRVLWV IURP LQGLYLGXDOV
SXUFKDVLQJ FU\SWRFXUUHQFLHV��� $GGLWLRQDOO\� WKH GHIHQGDQWV ZHUH DFFXVHG RI
IDOVLI\LQJ ZLUH WUDQVIHU LQVWUXFWLRQV WR FRQFHDO WKH WUXH QDWXUH RI WKH
FU\SWRFXUUHQF\ H[FKDQJHV� HIIHFWLYHO\ UXQQLQJ D VKDGRZ EDQN WR SURFHVV
XQUHJXODWHG SD\PHQWV RQ EHKDOI RI FU\SWRFXUUHQF\ H[FKDQJHV��� $V RI $SULO
����� 0U� )RZOHU LV ILJKWLQJ WKH FDVH� DQG 0V� <RVHI UHPDLQV DW ODUJH���

:KHQ WKH 6(& SXUVXHV DQ LQYHVWLJDWLRQ� LW XVXDOO\ WDNHV WHVWLPRQ\ RI
WKRVH LQYROYHG XQGHU RDWK��� ,Q )HEUXDU\ ����� -RQ 0RQWUROO ZDV FKDUJHG
ZLWK SHUMXU\ DQG SURYLGLQJ IDOVH GRFXPHQWDWLRQ WR WKH 6(& DERXW D WKHIW RI
ELWFRLQV IURP WZR RQOLQH VHUYLFHV KH RSHUDWHG� :H([FKDQJH $XVWUDOLD� 3W\
/WG� DQG %LW)XQGHU�FRP��� $FFRUGLQJ WR WKH FKDUJHV� KDFNHUV ZHUH DEOH WR
H[SORLW D ZHDNQHVV LQ %LW)XQGHU¶V FRGH WKDW FDXVHG WKH ZURQJIXO ZLWKGUDZDO
RI ����� %LWFRLQV� ZRUWK PRUH WKDQ ��� PLOOLRQ DW WKH WLPH��� 0U� 0RQWUROO
VKRZHG WKH 6(& D EDODQFH VWDWHPHQW LQGLFDWLQJ WKDW WKH ILUP KDG RYHU �����
%LWFRLQV� EXW WKH JRYHUQPHQW GHHPHG WKH LQIRUPDWLRQ ZDV PLVOHDGLQJ��� +H
ODWHU WUDQVIHUUHG KLV RZQ %LWFRLQ KROGLQJV WR :H([FKDQJH WR FRQFHDO WKH
ORVVHV��� 0U� 0RQWUROO SOHDGHG JXLOW\ LQ -XO\ ���� WR VHFXULWLHV IUDXG DQG
REVWUXFWLRQ RI MXVWLFH� DQG KH ZDV VHQWHQFHG WR IRXUWHHQ PRQWKV
LPSULVRQPHQW���

�%� IDLOV WR FRPSO\ ZLWK WKH PRQH\ WUDQVPLWWLQJ EXVLQHVV UHJLVWUDWLRQ UHTXLUHPHQWV XQGHU
VHFWLRQ ���� RI WLWOH ��� 8QLWHG 6WDWHV &RGH� RU UHJXODWLRQV SUHVFULEHG XQGHU VXFK VHFWLRQ�
RU

�&� RWKHUZLVH LQYROYHV WKH WUDQVSRUWDWLRQ RU WUDQVPLVVLRQ RI IXQGV WKDW DUH NQRZQ WR WKH
GHIHQGDQW WR KDYH EHHQ GHULYHG IURP D FULPLQDO RIIHQVH RU DUH LQWHQGHG WR EH XVHG WR
SURPRWH RU VXSSRUW XQODZIXO DFWLYLW\ � � �

�� 8�6�&� � �����E��
��� 6HDOHG 6XSHUVHGLQJ ,QGLFWPHQW� VXSUD QRWH ��� DW �±��
��� ,G� DW �±��
��� 3UHVV 5HOHDVH� 8�6� 'HS¶W RI -XVWLFH� $UL]RQD 0DQ $QG ,VUDHOL :RPDQ &KDUJHG ,Q

&RQQHFWLRQ :LWK 3URYLGLQJ 6KDGRZ %DQNLQJ 6HUYLFHV 7R &U\SWRFXUUHQF\ ([FKDQJHV �$SU� ���
������ KWWSV���ZZZ�MXVWLFH�JRY�XVDR�VGQ\�SU�DUL]RQD�PDQ�DQG�LVUDHOL�ZRPDQ�FKDUJHG�FRQQHFWLRQ�
SURYLGLQJ�VKDGRZ�EDQNLQJ�VHUYLFHV�

��� 8�6� 6(&� 	 (;&+� &200¶1� (1)25&(0(17 0$18$/ �� ������ �³7KH VWDII VKRXOG PDNH
LWV RZQ LQGHSHQGHQW GHFLVLRQ DERXW ZKDW GRFXPHQWV WR UHTXHVW� ZKDW LQYHVWLJDWLYH WHVWLPRQ\ WR WDNH�
ZKDW TXHVWLRQV WR DVN GXULQJ WHVWLPRQ\� WKH ORFDWLRQ RI WHVWLPRQ\ DQG VLPLODU PDWWHUV�´��

��� 3UHVV 5HOHDVH� 8�6� 'HS¶W RI -XVWLFH� )RUPHU 2SHUDWRU 2I %LWFRLQ ,QYHVWPHQW 3ODWIRUP
6HQWHQFHG )RU 6HFXULWLHV )UDXG $QG 2EVWUXFWLRQ 2I -XVWLFH �-XO\ ��� ������
KWWSV���ZZZ�MXVWLFH�JRY�XVDR�VGQ\�SU�IRUPHU�RSHUDWRU�ELWFRLQ�LQYHVWPHQW�SODWIRUP�VHQWHQFHG�
VHFXULWLHV�IUDXG�DQG�REVWUXFWLRQ�

��� ,G�� -RKQ (GZDUGV� %LWFRLQ¶V 3ULFH +LVWRU\� ,19(6723(',$ �1RY� �� ������
KWWSV���ZZZ�LQYHVWRSHGLD�FRP�DUWLFOHV�IRUH[��������ELWFRLQV�SULFH�KLVWRU\�DVS�

��� 3UHVV 5HOHDVH� 8�6� 'HS¶W RI -XVWLFH� VXSUD QRWH ���
��� ,G�
��� ,G�



��� %522.� -� &253� ),1� 	 &20� /� >9RO� ��

,,� 5(*8/$7,1* &5<372&855(1&< 2))(5,1*6

$� 7+( '$25(3257
7KH 6(&¶V ILUVW UHVSRQVH WR WKH GLVWULEXWLRQ RI FU\SWRFXUUHQF\ ZDV LQ 7KH

'$2 5HSRUW� LVVXHG LQ -XO\ ������� ,Q WKH 5HSRUW� WKH DJHQF\ GHFLGHG QRW WR
SXUVXH DQ HQIRUFHPHQW DFWLRQ��� EXW LQVWHDG� LW ZDV OLNHO\ D ZDUQLQJ WR RWKHUV
ZKR PLJKW LVVXH FU\SWRFXUUHQFLHV DQG GLJLWDO WRNHQV WKDW WKH IHGHUDO VHFXULWLHV
ODZV DSSO\ WR WKHP�

7KH LQYHVWLJDWLRQ LQYROYHG WKH VDOH RI ��� ELOOLRQ ³'$2 7RNHQV´ LQ
H[FKDQJH IRU �� PLOOLRQ (WKHU FRLQV� DQRWKHU W\SH RI FU\SWRFXUUHQF\��� 7KH
'$2 7RNHQV RIIHUHG LQYHVWRUV D VKDUH LQ WKH SURILWV IURP SURMHFWV WKDW ZRXOG
EH IXQGHG��� ,Q D :KLWH 3DSHU LVVXHG E\ 6ORFN�,W��� WKH '$2 HQWLW\ ZRXOG EH
D ³FURZGIXQGLQJ FRQWUDFW´ WKDW ZRXOG UDLVH ³IXQGV WR JURZ >D@ FRPSDQ\ LQ
FU\SWR VSDFH�´�� 7KRVH ZKR DFTXLUHG '$2 7RNHQV ZRXOG KDYH FHUWDLQ YRWLQJ
DQG RZQHUVKLS ULJKWV� DQG 7KH '$2 ZRXOG ³HDUQ SURILWV E\ IXQGLQJ SURMHFWV
WKDW ZRXOG SURYLGH '$2 7RNHQ KROGHUV D UHWXUQ RQ LQYHVWPHQW�´��

%HIRUH WKH SURMHFWV FRXOG EH IXQGHG� D KDFNHU VWROH DSSUR[LPDWHO\ RQH�
WKLUG RI 7KH '$2¶V DVVHWV��� 7KH LVVXH LQ WKH LQYHVWLJDWLRQ ZDV ZKHWKHU WKH
IHGHUDO VHFXULWLHV ODZV DSSOLHG WR WKH WRNHQV��� 7KH 6(& FRQFOXGHG WKDW ³RWKHU

��� 5HSRUW RI ,QYHVWLJDWLRQ 3XUVXDQW WR 6HFWLRQ ���D� RI WKH 6HFXULWLHV ([FKDQJH $FW RI �����
7KH '$2� ([FKDQJH $FW 5HOHDVH 1R� ������ ��� 6(& 'RFNHW � DW � �-XO\ ��� ����� >KHUHLQDIWHU
'$2 5HSRUW@� 3XEOLF 6WDWHPHQW� 8�6� 6HF� 	 ([FK� &RPP¶Q� 6WDWHPHQW E\ WKH 'LYLVLRQV RI
&RUSRUDWLRQ )LQDQFH DQG (QIRUFHPHQW RQ WKH 5HSRUW RI ,QYHVWLJDWLRQ RQ WKH '$2 �-XO\ ��� ������
KWWSV���ZZZ�VHF�JRY�QHZV�SXEOLF�VWDWHPHQW�FRUSILQ�HQIRUFHPHQW�VWDWHPHQW�UHSRUW�LQYHVWLJDWLRQ�
GDR�

7RGD\� WKH &RPPLVVLRQ LVVXHG D 5HSRUW RI ,QYHVWLJDWLRQ �³5HSRUW´� UHODWLQJ WR DQ
RIIHULQJ E\ 7KH '$2²D GHFHQWUDOL]HG DXWRQRPRXV RUJDQL]DWLRQ WKDW XVHG GLVWULEXWHG
OHGJHU RU EORFNFKDLQ WHFKQRORJ\ WR RSHUDWH DV D ³YLUWXDO´ HQWLW\� 7KH '$2 VROG WRNHQV
UHSUHVHQWLQJ LQWHUHVWV LQ LWV HQWHUSULVH WR LQYHVWRUV LQ H[FKDQJH IRU SD\PHQW ZLWK YLUWXDO
FXUUHQF\� ,QYHVWRUV FRXOG KROG WKHVH WRNHQV DV DQ LQYHVWPHQW ZLWK FHUWDLQ YRWLQJ DQG
RZQHUVKLS ULJKWV RU FRXOG VHOO WKHP RQ ZHE�EDVHG VHFRQGDU\ PDUNHW SODWIRUPV� %DVHG RQ
WKH IDFWV DQG FLUFXPVWDQFHV RI WKLV RIIHULQJ� WKH &RPPLVVLRQ� DV H[SODLQHG LQ WKH 5HSRUW�
GHWHUPLQHG WKDW WKH '$2 WRNHQV DUH VHFXULWLHV�

,G�
��� 6HH '$2 5HSRUW� VXSUD QRWH ���
��� ,G� DW ���
��� ,G� DW ��
��� 3XEOLF 6WDWHPHQW� 8�6� 6HF� 	 ([FK� &RPP¶Q� VXSUD QRWH ���
��� '$2 5HSRUW� VXSUD QRWH ��� DW ��
��� ,G� DW ��
��� ,G� DW ��
��� ,G� DW ��� 3XEOLF 6WDWHPHQW� 8�6� 6HF� 	 ([FK� &RPP¶Q� VXSUD QRWH �� �³)LQDOO\� ZH

UHFRJQL]H WKDW QHZ WHFKQRORJLHV DOVR SUHVHQW QHZ RSSRUWXQLWLHV IRU EDG DFWRUV WR HQJDJH LQ
IUDXGXOHQW VFKHPHV� LQFOXGLQJ ROG VFKHPHV XQGHU QHZ QDPHV DQG XVLQJ QHZ WHUPLQRORJ\� :H XUJH
WKH LQYHVWLQJ SXEOLF WR EH PLQGIXO RI WUDGLWLRQDO ³UHG IODJV´ ZKHQ PDNLQJ DQ\ LQYHVWPHQW GHFLVLRQ�
LQFOXGLQJ� GHDOV WKDW VRXQG WRR JRRG WR EH WUXH� SURPLVHV RI KLJK UHWXUQV ZLWK OLWWOH RU QR ULVN� KLJK�
SUHVVXUH VDOHV WDFWLFV� DQG ZRUNLQJ ZLWK XQUHJLVWHUHG RU XQOLFHQVHG VHOOHUV� ,Q WKDW UHJDUG� WKH 6(&¶V
ZHEVLWH IRU LQGLYLGXDO LQYHVWRUV� ,QYHVWRU�JRY� KDV D QXPEHU RI UHOHYDQW UHVRXUFHV²LQFOXGLQJ DQ
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GLVWULEXWHG OHGJHU RU EORFNFKDLQ�HQDEOHG PHDQV IRU FDSLWDO UDLVLQJ´ PXVW WDNH
³VWHSV WR HQVXUH FRPSOLDQFH ZLWK WKH 8�6� IHGHUDO VHFXULWLHV ODZV�´�� 7KH
5HSRUW RI ,QYHVWLJDWLRQ DVVHUWHG WKDW ³YLUWXDO RUJDQL]DWLRQV RU FDSLWDO UDLVLQJ
HQWLWLHV WKDW XVH GLVWULEXWHG OHGJHU RU EORFNFKDLQ WHFKQRORJ\ WR IDFLOLWDWH
FDSLWDO UDLVLQJ DQG�RU LQYHVWPHQW DQG WKH UHODWHG RIIHU DQG VDOH RI VHFXULWLHV´
ZHUH VXEMHFW WR WKH VHFXULWLHV UHJLVWUDWLRQ UHTXLUHPHQWV��� $SSO\LQJ WKH
+RZH\ WHVW��� WKH 6(& IRXQG WKDW LW PHW DOO IRXU UHTXLUHPHQWV WR FRQVWLWXWH DQ
LQYHVWPHQW FRQWUDFW VXEMHFW WR WKH IHGHUDO VHFXULWLHV ODZV��� )LQGLQJ WKDW WKH
WRNHQV UHSUHVHQWHG D ³UHDVRQDEOH H[SHFWDWLRQ RI SURILWV�´ WKH 6(& FRQFOXGHG
WKDW ³D UHDVRQDEOH LQYHVWRU ZRXOG KDYH EHHQ PRWLYDWHG� DW OHDVW LQ SDUW� E\ WKH
SURVSHFW RI SURILWV RQ WKHLU LQYHVWPHQW RI (7+>HU@ LQ 7KH '$2�´�� 7KH
5HSRUW IXUWKHU QRWHG WKDW ³>L@QYHVWRUV KDG OLWWOH FKRLFH EXW WR UHO\ RQ´�� WKH
H[SHUWLVH RI WKH FR�IRXQGHUV RI 6ORFN�,W WR JHQHUDWH D UHWXUQ RQ WKH LQYHVWPHQW�
7KXV� WKH 6(& IRXQG WKDW ³7KH '$2� DQ XQLQFRUSRUDWHG RUJDQL]DWLRQ� ZDV
DQ LVVXHU RI VHFXULWLHV� DQG LQIRUPDWLRQ DERXW 7KH '$2 ZDV µFUXFLDO¶ WR 7KH
'$2 7RNHQ KROGHUV¶ LQYHVWPHQW GHFLVLRQ�´��

7KH '$2 5HSRUW VHQW D FOHDU VLJQDO WR WKRVH ZKR VRXJKW WR UDLVH PRQH\
WKURXJK WKH LVVXDQFH RI FU\SWRFXUUHQFLHV DQG LQLWLDO FRLQ RIIHULQJV� WKH IHGHUDO
VHFXULWLHV ODZV ZRXOG DSSO\ EHFDXVH WKH LWHPV FRQVWLWXWHG DQ LQYHVWPHQW
FRQWUDFW VXEMHFW WR WKH UHJLVWUDWLRQ UHTXLUHPHQWV LQ 6HFWLRQ � RI WKH 6HFXULWLHV
$FW���� ,Q DQ HIIRUW WR HGXFDWH LQYHVWRUV DERXW WKH GDQJHUV RI SXUFKDVLQJ
FU\SWRFXUUHQFLHV� WKH 6(& VHW XS D PRFN ZHEVLWH� FDOOHG ³+RZH\FRLQV�´��� WR

,QYHVWRU %XOOHWLQ WKDW WKH 6(&¶V 2IILFH RI ,QYHVWRU (GXFDWLRQ DQG $GYRFDF\ LVVXHG WRGD\ UHJDUGLQJ
,QLWLDO &RLQ 2IIHULQJV�´��

��� '$2 5HSRUW� VXSUD QRWH ��� DW �� 3XEOLF 6WDWHPHQW� 8�6� 6HF� 	 ([FK� &RPP¶Q� VXSUD QRWH
���

:H ZHOFRPH DQG HQFRXUDJH WKH DSSURSULDWH XVH RI WHFKQRORJ\ WR IDFLOLWDWH FDSLWDO
IRUPDWLRQ DQG SURYLGH LQYHVWRUV ZLWK QHZ LQYHVWPHQW RSSRUWXQLWLHV� :H DUH SDUWLFXODUO\
KRSHIXO WKDW LQQRYDWLRQ LQ WKLV DUHD ZLOO IDFLOLWDWH IDLU DQG HIILFLHQW FDSLWDO UDLVLQJV IRU
VPDOO EXVLQHVVHV� :H DUH DOVR PLQGIXO RI RXU REOLJDWLRQ WR SURWHFW LQYHVWRUV DQG UHFRJQL]H
WKDW QHZ WHFKQRORJLHV FDQ RIIHU RSSRUWXQLWLHV IRU PLVFRQGXFW DQG DEXVH�

,G�
��� '$2 5HSRUW� VXSUD QRWH ��� DW ��
��� 6(& Y� :�-� +RZH\ &R�� ��� 8�6� ���� ��� �������

6HFWLRQ ���� RI WKH $FW GHILQHV WKH WHUP µVHFXULW\¶ WR LQFOXGH WKH FRPPRQO\ NQRZQ
GRFXPHQWV WUDGHG IRU VSHFXODWLRQ RU LQYHVWPHQW� 7KLV GHILQLWLRQ DOVR LQFOXGHV µVHFXULWLHV¶
RI D PRUH YDULDEOH FKDUDFWHU� GHVLJQDWHG E\ VXFK GHVFULSWLYH WHUPV DV µFHUWLILFDWH RI
LQWHUHVW RU SDUWLFLSDWLRQ LQ DQ\ SURILW�VKDULQJ DJUHHPHQW�¶ µLQYHVWPHQW FRQWUDFW�¶ DQG� µLQ
JHQHUDO� DQ\ LQWHUHVW RU LQVWUXPHQW FRPPRQO\ NQRZQ DV D VHFXULW\�

,G�
��� '$2 5HSRUW� VXSUD QRWH ��� DW ��
��� ,G� DW ���
��� ,G� DW ���
��� ,G� DW ���
���� ,G� DW �� �³0RUHRYHU� WKRVH ZKR SDUWLFLSDWH LQ DQ XQUHJLVWHUHG RIIHU DQG VDOH RI VHFXULWLHV QRW

VXEMHFW WR D YDOLG H[HPSWLRQ DUH OLDEOH IRU YLRODWLQJ 6HFWLRQ ��´��
���� +2:(<&2,16� KWWSV���ZZZ�KRZH\FRLQV�FRP�LQGH[�KWPO �ODVW YLVLWHG -DQ� ��� ������
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PLPLF ZHEVLWHV WKDW WRXW LQYHVWPHQWV LQ ,&2V� $PRQJ WKH EHQHILWV RI
SXUFKDVLQJ +RZH\FRLQV ZDV D FODLP WKDW WKH\ DUH ³RIILFLDOO\ UHJLVWHUHG ZLWK
WKH 8�6� JRYHUQPHQW´ DQG FDQ EH ³H[FKDQJHG IRU FU\SWRFXUUHQFLHV DQG
FDVK�´��� 1HLWKHU FODLP LV WUXH� EXW WKH 6(&¶V JRDO ZDV WR VKRZ KRZ LQYHVWRUV
VKRXOG QRW WUXVW D ZHEVLWH WRXWLQJ WKH EHQHILWV±DQG JRYHUQPHQW LPSULPDWXU±
IRU DQ LQYHVWPHQW WKURXJK DQ ,&2����

,Q D 'HFHPEHU ���� VWDWHPHQW� -D\ &OD\WRQ� WKH &KDLUPDQ RI WKH 6(&�
VWDWHG WKDW ³>D@ QXPEHU RI FRQFHUQV KDYH EHHQ UDLVHG UHJDUGLQJ WKH
FU\SWRFXUUHQF\ DQG ,&2 PDUNHWV� LQFOXGLQJ WKDW� DV WKH\ DUH FXUUHQWO\
RSHUDWLQJ� WKHUH LV VXEVWDQWLDOO\ OHVV LQYHVWRU SURWHFWLRQ WKDQ LQ RXU WUDGLWLRQDO
VHFXULWLHV PDUNHWV� ZLWK FRUUHVSRQGLQJO\ JUHDWHU RSSRUWXQLWLHV IRU IUDXG DQG
PDQLSXODWLRQ�´��� 0U� &OD\WRQ QRWHG WKDW ³UHSODFLQJ D WUDGLWLRQDO FRUSRUDWH
LQWHUHVW UHFRUGHG LQ D FHQWUDO OHGJHU ZLWK DQ HQWHUSULVH LQWHUHVW UHFRUGHG
WKURXJK D EORFNFKDLQ HQWU\ RQ D GLVWULEXWHG OHGJHU PD\ FKDQJH WKH IRUP RI
WKH WUDQVDFWLRQ� EXW LW GRHV QRW FKDQJH WKH VXEVWDQFH�´��� 5HLWHUDWLQJ WKH
DJHQF\¶V YLHZ WKDW WRNHQ RIIHULQJV DUH VHFXULWLHV� WKH &KDLUPDQ DVVHUWHG WKDW
³>P@HUHO\ FDOOLQJ D WRNHQ D µXWLOLW\¶ WRNHQ RU VWUXFWXULQJ LW WR SURYLGH VRPH
XWLOLW\ GRHV QRW SUHYHQW WKH WRNHQ IURP EHLQJ D VHFXULW\�´��� 7KXV� WKH 6(&
KDV WDNHQ WKH OHDG LQ SXUVXLQJ HQIRUFHPHQW DFWLRQV WDUJHWLQJ FU\SWRFXUUHQFLHV

���� ,G�
���� 7KH 6(& DQG WKH &RPPRGLW\ )XWXUHV 7UDGLQJ &RPPLVVLRQ LVVXHG DQ LQYHVWRU DOHUW LQ

2FWREHU ���� WKDW ZDUQHG WKRVH LQWHUHVWHG LQ FU\SWRFXUUHQFLHV WR EH FDXWLRXV DERXW DQ\ FODLPV RI
JRYHUQPHQW DSSURYDO� 7KH DOHUW VWDWHG�

>)@HGHUDO JRYHUQPHQW DJHQFLHV� LQFOXGLQJ WKH 6(& DQG &)7&� GR QRW HQGRUVH RU VSRQVRU
DQ\ SDUWLFXODU VHFXULWLHV� LVVXHUV� SURGXFWV� VHUYLFHV� SURIHVVLRQDO FUHGHQWLDOV� ILUPV� RU
LQGLYLGXDOV� 5HDO JRYHUQPHQW RIILFLDOV RU VWDII ZRXOG QHYHU�

x $VN IRU PRQH\ RYHU WKH SKRQH RU E\ HPDLO

x $VN IRU PRQH\ EHFDXVH RI QHZ UHJXODWLRQ RU WD[

x 7U\ WR FROOHFW IHHV IRU WUDGHV RU WUDQVDFWLRQV

x 'HPDQG LPPHGLDWH SD\PHQW

x 6XJJHVW SD\PHQW E\ YLUWXDO FXUUHQF\� SUHSDLG FUHGLW FDUGV� RU JLIW FDUGV

x 5HTXHVW FRSLHV RI \RXU 6RFLDO 6HFXULW\ FDUG� 3DVVSRUW� RU WD[ IRUPV YLD HPDLO

x (QGRUVH DQ LQYHVWPHQW� SURGXFW� RU VHUYLFH

,QYHVWRU $OHUW� :DWFK 2XW IRU )DOVH &ODLPV $ERXW 6(& DQG &)7& (QGRUVHPHQWV 8VHG WR 3URPRWH
'LJLWDO $VVHW ,QYHVWPHQWV� 8�6� 6(&� 	 (;&+� &200¶1 �2FW� ��� ������ KWWSV���ZZZ�LQYHVWRU�JRY�
DGGLWLRQDO�UHVRXUFHV�QHZV�DOHUWV�DOHUWV�EXOOHWLQV�LQYHVWRU�DOHUW�ZDWFK�RXW�IDOVH�FODLPV�DERXW�VHF�
���� -D\ &OD\WRQ� &KDLUPDQ� 8�6� 6HF� 	 ([FK� &RPP¶Q� 6WDWHPHQW RQ &U\SWRFXUUHQFLHV DQG

,QLWLDO &RLQ 2IIHULQJV �'HF� ��� ������ KWWSV���ZZZ�VHF�JRY�QHZV�SXEOLF�VWDWHPHQW�VWDWHPHQW�
FOD\WRQ����������� >KHUHLQDIWHU 6WDWHPHQW RI &KDLUPDQ &OD\WRQ@�
���� ,G�
���� ,G�0U� &OD\WRQ DOVR ZDUQHG DERXW WKH SRWHQWLDO IRU SULFH PDQLSXODWLRQ� QRWLQJ WKDW ³>V@HOOLQJ

VHFXULWLHV JHQHUDOO\ UHTXLUHV D OLFHQVH� DQG H[SHULHQFH VKRZV WKDW H[FHVVLYH WRXWLQJ LQ WKLQO\ WUDGHG
DQG YRODWLOH PDUNHWV FDQ EH DQ LQGLFDWRU RI µVFDOSLQJ�¶ µSXPS DQG GXPS¶ DQG RWKHU PDQLSXODWLRQV
DQG IUDXGV�´ ,G�
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DQG ,&2V ZKHQ WKHUH LV LQVXIILFLHQW GLVFORVXUH WR SRWHQWLDO LQYHVWRUV RU ZKHQ
WKH GLJLWDO WRNHQ LV D PHDQV IRU D FRPSDQ\ WR UDLVH PRQH\� PXFK OLNH DQ\
RIIHULQJ RI VHFXULWLHV WR LQYHVWRUV�

%� .,. ,17(5$&7,9( ,1&�
2QH RI WKH KLJKHVW SURILOH FDVHV ILOHG E\ WKH 6(& LQYROYHG D ODZVXLW

DOOHJLQJ WKDW .LN ,QWHUDFWLYH ,QF�� D SULYDWH &DQDGLDQ FRPSDQ\� FRQGXFWHG DQ
LOOHJDO ���� PLOOLRQ VHFXULWLHV RIIHULQJ RI GLJLWDO WRNHQV FDOOHG ³.LQ�´��� ,Q
WKH FRPSODLQW� WKH 6(& DOOHJHG WKDW .LN RIIHUHG DQG VROG RQH WULOOLRQ WRNHQV
WR PRUH WKDQ ������ LQYHVWRUV� ZLWK RYHU KDOI RI WKH LQYHVWPHQWV FRPLQJ IURP
WKH 8QLWHG 6WDWHV���� ,Q SXEOLF DQQRXQFHPHQWV� WKH .LQ WRNHQV ZRXOG EH SDUW
RI WKH ³.LQ (FRV\VWHP´ WKDW FRXOG EH XVHG WR EX\ JRRGV DQG VHUYLFHV RU
WUDGHG RQ VHFRQGDU\ WUDGLQJ SODWIRUPV� VLPLODU WR %LWFRLQ DQG RWKHU
FU\SWRFXUUHQFLHV���� 7R VHOO WKH .LQ WRNHQV� .LN RIIHUHG WR DFFUHGLWHG
LQYHVWRUV D ³6LPSOH $JUHHPHQW IRU )XWXUH 7RNHQV >�6$)7�@�´ ZKLFK
³UDLV>HG@ DSSUR[LPDWHO\ ��� PLOOLRQ�´���

7KH 6(& DOOHJHG WKDW .LN YLRODWHG 6HFWLRQ ��D� DQG ��F� RI WKH 6HFXULWLHV
$FW��� E\ IDLOLQJ WR ILOH D UHJLVWUDWLRQ VWDWHPHQW IRU WKH RIIHULQJ� .LN KDV
DUJXHG WKDW DW OHDVW SDUW RI WKH RIIHULQJ ZDV SHUPLVVLEOH XQGHU 6(& 5HJXODWLRQ
' EHFDXVH WKH WRNHQV ZHUH ILUVW VROG RQO\ WR DFFUHGLWHG LQYHVWRUV���� 7KH 6(&
WDNHV WKH SRVLWLRQ� KRZHYHU� WKDW WKH SXEOLF RIIHULQJ RI .LQ VKRXOG EH

���� &RPSODLQW DW �� 6(& Y� .LN ,QWHUDFWLYH ,QF�� 1R� ���FY����� �6�'�1�<� -XQH �� ������
���� ,G�
���� ,Q DQ HPDLO WR .LN HPSOR\HHV� WKH FRPSDQ\¶V &(2 RXWOLQHG KLV YLVLRQ IRU KRZ .LQ ZRXOG

RSHUDWH�

>,@I \RX EX\ VRPH .LN 3RLQWV WRGD\ ZKHQ WKH GHPDQG LV ORZ� WKHQ \RX ZLOO EH DEOH WR VHOO
WKHP DW D KLJKHU SULFH WRPRUURZ ZKHQ WKH GHPDQG LV KLJKHU� FUHDWLQJ D UHWXUQ� 7KLV
SRWHQWLDO UHWXUQ HQFRXUDJHV LQYHVWRUV WR ³EX\ LQ´ DW DQ ,&2� $Q ,&2 LV ZKHUH .LN WDNHV
D SRUWLRQ RI LWV UHVHUYHV IURP LWV )RUW .QR[ �VD\ ��� PLOOLRQ RI WKH � ELOOLRQ .LN 3RLQWV
WKDW ZH LQLWLDOO\ FUHDWHG DQG SXW LQ RXU )RUW .QR[� DQG VHOOV WKHP LQ DQ DXFWLRQ� 7KH YDOXH
SURSRVLWLRQ WR LQYHVWRUV LV WKDW LI WKH\ EX\ LQ WRGD\ DW WKH ,&2� DQG WKHQ WKH GHPDQG IRU
WKH FXUUHQF\ JRHV XS EHFDXVH RI DOO WKH WKLQJV ZH GR WR FUHDWH GHPDQG IRU WKHP� WKHQ WKH\
ZLOO EH DEOH WR VHOO WKHLU SRLQWV DW D KLJKHU SULFH LQ WKH IXWXUH� DQG PDNH D UHWXUQ� 7KH
PRQH\ WDNHQ LQ IURP LQYHVWRUV IRU WKH ,&2 LV XVHG E\ .LN WR IXQG GHYHORSPHQW WR FUHDWH
PRUH DQG PRUH GHPDQG E\ ERWK JURZLQJ WKH FRPPXQLW\� DQG E\ JURZLQJ WKH GHPDQG IRU
WKH FXUUHQF\ ZLWKLQ WKH FRPPXQLW\�

,G� DW ��
���� .LN ,QWHUDFWLYH ,QF�� /LWLJDWLRQ 5HOHDVH 1R� ������ ���� :/ ������� �-XQH �� ������
���� �� 8�6�&� �� ��H�D�� ��H�F� �������
���� 8QGHU 6(& 5XOH ��� LQ 5HJXODWLRQ '� �� &�)�5� � �������� DQ DFFUHGLWHG LQYHVWRU LV DQ\

EDQN� D SULYDWH EXVLQHVV GHYHORSPHQW FRPSDQ\� DQ RUJDQL]DWLRQ ZLWK WRWDO DVVHWV LQ H[FHVV RI ��
PLOOLRQ� DQ\ GLUHFWRU� H[HFXWLYH RIILFHU RU SDUWQHU RI WKH LVVXHU RI WKH VHFXULWLHV� DQ\ QDWXUDO SHUVRQ
ZLWK DQ LQGLYLGXDO QHW ZRUWK H[FHHGLQJ �� PLOOLRQ� RU DQ\ SHUVRQ ZLWK DQ LQGLYLGXDO LQFRPH LQ
H[FHVV RI �������� LQ WKH WZR PRVW UHFHQW \HDU RU MRLQW LQFRPH ZLWK D VSRXVH RI PRUH WKDQ ��������
SHU \HDU� RU D WUXVW ZLWK WRWDO DVVHWV LQ H[FHVV RI �� PLOOLRQ� )RU LQGLYLGXDO LQYHVWRUV� WKH SHUVRQ¶V
SULPDU\ UHVLGHQFH FDQQRW EH LQFOXGHG DV DQ DVVHW WR PHHW WKH �� PLOOLRQ QHW ZRUWK� �� &�)�5� �
�����������L��$� �������
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LQWHJUDWHG ZLWK DQ\ SULRU RIIHULQJ� WKHUHIRUH� WKH SXEOLF VDOH LV D YLRODWLRQ RI
6HFWLRQ �����

7R HVWDEOLVK WKH YLRODWLRQ� WKH 6(& FODLPHG WKDW WKH .LQ WRNHQV ZHUH
LQYHVWPHQW FRQWUDFWV XQGHU WKH +RZH\ WHVW���� 7KH FRPSODLQW DOOHJHV WKDW .LN
WULHG ZKDW D ERDUG PHPEHU GHVFULEHG DV D ³KDLO 0DU\ SDVV´ E\ RIIHULQJ WKH
.LQ WRNHQV LQ UHWXUQ IRU FDVK WR IXQG WKH FRPSDQ\ RSHUDWLRQV���� $FFRUGLQJ
WR WKH FRPSODLQW�

.LN GLG QRW SURYLGH LPSRUWDQW LQIRUPDWLRQ WR LQYHVWRUV UHJDUGLQJ WKH
LQYHVWPHQW RSSRUWXQLW\ SURPRWHG E\ .LN� VXFK DV LQIRUPDWLRQ DERXW .LN¶V
FXUUHQW ILQDQFLDO FRQGLWLRQ � � � IXWXUH SODQV RI RSHUDWLRQ DQG EXGJHW� WKH
SURSRVHG XVH RI LQYHVWRU SURFHHGV� DQG GHWDLOHG GLVFORVXUH RI PDWHULDO WUHQGV
DQG WKH PRVW VLJQLILFDQW IDFWRUV WKDW PDGH WKH RIIHULQJ VSHFXODWLYH DQG
ULVN\����

$OO RI WKDW LQIRUPDWLRQ VKRXOG EH FRQWDLQHG LQ D UHJLVWUDWLRQ VWDWHPHQW�
EXW .LN QHYHU ILOHG RQH ZLWK WKH 6(& RU PDGH LW DYDLODEOH WR LQYHVWRUV LQ
DGYDQFH RI WKH RIIHULQJ RI .LQ WRNHQV���� 7KH 6(& DVNHG WKH GLVWULFW FRXUW WR
LVVXH D MXGJPHQW HQMRLQLQJ .LN IURP HQJDJLQJ LQ IXWXUH RIIHULQJV RI GLJLWDO
WRNHQV DQG UHTXLULQJ WKH FRPSDQ\ WR GLVJRUJH LWV JDLQV DORQJ ZLWK D FLYLO
PRQHWDU\ SHQDOW\����

,Q UHVSRQVH WR WKH 6(&¶V FRPSODLQW� .LN DUJXHG WKDW WKHUH ZHUH UHDOO\
WZR RIIHULQJV RI VHFXULWLHV�

��� D SUH�VDOH RI FRQWUDFWXDO ULJKWV� SXUVXDQW WR 6$)7V �µ6LPSOH $JUHHPHQWV
IRU )XWXUH 7RNHQV¶� DQG ��� WKH VDOH RI .LQ WR WKH SXEOLF �WKH µ7'(¶��
SXUVXDQW WR µ7HUPV RI 8VH�¶ %HFDXVH RI VXEVWDQWLDO GLIIHUHQFHV EHWZHHQ WKH
SUH�VDOH DQG WKH 7'(� .LN GHFLGHG WR VWUXFWXUH WKH SUH�VDOH DV D VDOH WR
DFFUHGLWHG LQYHVWRUV H[HPSW IURP UHJLVWUDWLRQ ZLWK WKH &RPPLVVLRQ XQGHU
6(& 5HJXODWLRQ '����

7KH FRPSDQ\ GHQLHV WKDW .LQ ZDV DQ RIIHU WR VHOO D VHFXULW\� DQG WKHUHIRUH
LW GLG QRW YLRODWH 6HFWLRQ � RI WKH 6HFXULWLHV $FW���� ,Q LWV DQVZHU WR WKH 6(&¶V
FRPSODLQW� WKH ILUP DVVHUWV WKDW WKH 6(& ³EDGO\ PLVFKDUDFWHUL]HV WKH WRWDOLW\
RI WKH IDFWV DQG FLUFXPVWDQFHV OHDGLQJ XS WR .LN¶V VDOH RI .LQ LQ �����´���

���� &RPSODLQW DW ��� 6(& Y� .LN ,QWHUDFWLYH ,QF�� 1R� ���FY����� �6�'�1�<� -XQH �� �����
>KHUHLQDIWHU .LN &RPSODLQW@�
���� 6(& Y� :�-� +RZH\ &R�� ��� 8�6� ��� �������
���� .LN &RPSODLQW� VXSUD QRWH ���� DW ��
���� ,G�
���� ,G� DW ��
���� .LN ,QWHUDFWLYH ,QF�� /LWLJDWLRQ 5HOHDVH 1R� ������ ���� :/ ������� �-XQH �� ����� �³$V

DOOHJHG LQ WKH 6(&¶V FRPSODLQW� .LN KDG ORVW PRQH\ IRU \HDUV RQ LWV VROH SURGXFW� DQ RQOLQH
PHVVDJLQJ DSSOLFDWLRQ� DQG WKH FRPSDQ\¶V PDQDJHPHQW SUHGLFWHG LQWHUQDOO\ WKDW LW ZRXOG UXQ RXW RI
PRQH\ LQ �����´��
���� $QVZHU WR &RPSODLQW DW �� 6(& Y� .LN ,QWHUDFWLYH ,QF�� 1R� ���FY����� �6�'�1�<� $XJ� ��

������
���� ,G� DW �±��
���� ,G� DW ��
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7KH FDVH LV RQJRLQJ� VR LW UHPDLQV WR EH VHHQ ZKHWKHU WKH 6(& ZLOO SUHYDLO E\
VKRZLQJ WKDW WKH .LQ WRNHQV DUH LQYHVWPHQW FRQWUDFWV XQGHU +RZH\�

&� 27+(5 (1)25&(0(17 $&7,216
:KHQ WKH 6(& ILQGV WKDW WKHUH KDYH EHHQ PLVVWDWHPHQWV LQ DQ ,&2� VXFK

DV WRXWLQJ WKH SRWHQWLDO EHQHILWV RI DQ LQYHVWPHQW RU WLHV WR HVWDEOLVKHG
ILQDQFLDO FRPSDQLHV� WKH DJHQF\ ZLOO DGG LQ FODLPV WKDW WKHUH ZDV D YLRODWLRQ
RI 6HFWLRQ ���D� RI WKH 6HFXULWLHV $FW RI ������� DQG 6HFWLRQ ���E� RI WKH
6HFXULWLHV ([FKDQJH $FW RI �������� 7KHVH DUH WKH SULPDU\ DQWL�IUDXG
SURYLVLRQV RI WKH IHGHUDO VHFXULWLHV ODZV� :KHQ WKH 6(& ZDQWV WR VKRZ WKDW
WKHUH ZHUH OLHV RU PLVOHDGLQJ LQIRUPDWLRQ SURYLGHG WR LQYHVWRUV� WKHQ LW ZLOO
DGG YLRODWLRQV XQGHU WKHVH SURYLVLRQV WR LWV FRPSODLQW�

7KH 6(& KDV SXUVXHG D QXPEHU RI HQIRUFHPHQW DFWLRQV LQYROYLQJ ,&2V
E\ DVVHUWLQJ WKH\ DUH LQ YLRODWLRQ RI 6HFWLRQ � DQG� LQ FHUWDLQ LQVWDQFHV� D
YLRODWLRQ RI WKH DQWL�IUDXG SURYLVLRQV LQ 6HFWLRQ ���D� DQG 6HFWLRQ ���E�����

���� 6HH �� 8�6�&� � ��T�D� ������� �� 8�6�&� � ��T�D� SURYLGHV�

,W VKDOO EH XQODZIXO IRU DQ\ SHUVRQ LQ WKH RIIHU RU VDOH RI DQ\ VHFXULWLHV �LQFOXGLQJ VHFXULW\�
EDVHG VZDSV� RU DQ\ VHFXULW\�EDVHG VZDS DJUHHPHQW �DV GHILQHG LQ VHFWLRQ ��F�D����� >�@
RI WKLV WLWOH� E\ WKH XVH RI DQ\ PHDQV RU LQVWUXPHQWV RI WUDQVSRUWDWLRQ RU FRPPXQLFDWLRQ
LQ LQWHUVWDWH FRPPHUFH RU E\ XVH RI WKH PDLOV� GLUHFWO\ RU LQGLUHFWO\²

��� WR HPSOR\ DQ\ GHYLFH� VFKHPH� RU DUWLILFH WR GHIUDXG� RU

��� WR REWDLQ PRQH\ RU SURSHUW\ E\ PHDQV RI DQ\ XQWUXH VWDWHPHQW RI D PDWHULDO IDFW RU
DQ\ RPLVVLRQ WR VWDWH D PDWHULDO IDFW QHFHVVDU\ LQ RUGHU WR PDNH WKH VWDWHPHQWV PDGH� LQ
OLJKW RI WKH FLUFXPVWDQFHV XQGHU ZKLFK WKH\ ZHUH PDGH� QRW PLVOHDGLQJ� RU

��� WR HQJDJH LQ DQ\ WUDQVDFWLRQ� SUDFWLFH� RU FRXUVH RI EXVLQHVV ZKLFK RSHUDWHV RU ZRXOG
RSHUDWH DV D IUDXG RU GHFHLW XSRQ WKH SXUFKDVHU�

,G�
���� �� 8�6�&� � ��M�D�±�E� ������� 6SHFLILFDOO\� WKLV VHFWLRQ SURYLGHV�

,W VKDOO EH XQODZIXO IRU DQ\ SHUVRQ� GLUHFWO\ RU LQGLUHFWO\� E\ WKH XVH RI DQ\ PHDQV RU
LQVWUXPHQWDOLW\ RI LQWHUVWDWH FRPPHUFH RU RI WKH PDLOV� RU RI DQ\ IDFLOLW\ RI DQ\ QDWLRQDO
VHFXULWLHV H[FKDQJH²

�D�

��� 7R HIIHFW D VKRUW VDOH� RU WR XVH RU HPSOR\ DQ\ VWRS�ORVV RUGHU LQ FRQQHFWLRQ ZLWK WKH
SXUFKDVH RU VDOH� RI DQ\ VHFXULW\ RWKHU WKDQ D JRYHUQPHQW VHFXULW\� LQ FRQWUDYHQWLRQ RI
VXFK UXOHV DQG UHJXODWLRQV DV WKH &RPPLVVLRQ PD\ SUHVFULEH DV QHFHVVDU\ RU DSSURSULDWH
LQ WKH SXEOLF LQWHUHVW RU IRU WKH SURWHFWLRQ RI LQYHVWRUV�

��� 3DUDJUDSK ��� RI WKLV VXEVHFWLRQ VKDOO QRW DSSO\ WR VHFXULW\ IXWXUHV SURGXFWV�

�E� 7R XVH RU HPSOR\� LQ FRQQHFWLRQ ZLWK WKH SXUFKDVH RU VDOH RI DQ\ VHFXULW\ UHJLVWHUHG
RQ D QDWLRQDO VHFXULWLHV H[FKDQJH RU DQ\ VHFXULW\ QRW VR UHJLVWHUHG� RU DQ\ VHFXULWLHV�EDVHG
VZDS DJUHHPHQW >�@ DQ\ PDQLSXODWLYH RU GHFHSWLYH GHYLFH RU FRQWULYDQFH LQ FRQWUDYHQWLRQ
RI VXFK UXOHV DQG UHJXODWLRQV DV WKH &RPPLVVLRQ PD\ SUHVFULEH DV QHFHVVDU\ RU
DSSURSULDWH LQ WKH SXEOLF LQWHUHVW RU IRU WKH SURWHFWLRQ RI LQYHVWRUV�

,G�
���� �� 8�6�&� �� ��T� ��M �������
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,Q )HEUXDU\ ����� WKH 6(& VXHG 6KUDE 6KDUPD� 5REHUW )DUNDV� DQG 5D\PRQG
7UDSDQL IRU UDLVLQJ RYHU ��� PLOOLRQ IURP WKRXVDQGV RI LQYHVWRUV ZLWK WKH VDOH
RI &HQWUD 7HFK ,QF�¶V XQUHJLVWHUHG VHFXULWLHV LQ DQ ,&2���� $FFRUGLQJ WR WKH
6(&¶V FRPSODLQW� &HQWUD 7HFK FODLPHG WKDW WKHUH ZHUH UHODWLRQVKLSV ZLWK
ILQDQFLDO LQVWLWXWLRQV� LQFOXGLQJ 9LVD DQG 0DVWHU&DUG� ZKLFK WKH 6(&
FODLPHG ZHUH QRQH[LVWHQW���� &HQWUD 7HFK FODLPHG WKDW LW ZRXOG DOORZ WRNHQ
RZQHUV WR FRQYHUW WKHLU WRNHQV LQWR OHJDO WHQGHU� JLYLQJ WRNHQ RZQHUV WKH
DELOLW\ WR VSHQG FU\SWRFXUUHQFLHV WKURXJK D 9LVD DQG 0DVWHU&DUG EDFNHG
µ&HQWUD &DUG¶ WKDW ZRXOG RSHUDWH DV D GHELW FDUG���� ,Q 0D\ ����� WKH WKUHH
GHIHQGDQWV ZHUH DOVR FKDUJHG ZLWK VHFXULWLHV IUDXG DQG ZLUH IUDXG RIIHQVHV
E\ WKH '2-���� 7KHQ LQ -XO\ ����� 0U� 7UDSDQL SOHDGHG JXLOW\ WR WHQ FRXQWV
RI WKH LQGLFWPHQW����

,Q 0DUFK ����� WKH 6(& FKDUJHG $ULVH%DQN DQG WZR RI LWV RIILFHUV� -DUHG
5LFH 6U� DQG 6WDQOH\ )RUG� IRU IDLOLQJ WR UHJLVWHU WKHLU QHZ FU\SWRFXUUHQF\
³$ULVHFRLQ´ DQG IRU PDNLQJ PLVVWDWHPHQWV WR SRWHQWLDO LQYHVWRUV����
$ULVH%DQN ZDV WR EH WKH ZRUOG¶V ILUVW ³GHFHQWUDOL]HG´��� EDQN� RIIHULQJ
EDQNLQJ SURGXFWV DQG VHUYLFHV WR FXVWRPHUV� ,W HYHQ KDG D FHOHEULW\ HQGRUVHU�
ER[HU (YDQGHU +RO\ILHOG� ZKR WRXWHG $ULVH%DQN� VWDWLQJ WKDW KH SODQQHG WR
XVH WKH FU\SWRFXUUHQF\ WR IXQG KXPDQLWDULDQ UHOLHI HIIRUWV���� 7ZR RI WKH IDOVH
FODLPV DOOHJHG E\ WKH 6(& RI $ULVHEDQN ZHUH� �� LW KDG SXUFKDVHG D
FRPPHUFLDO EDQN WKDW ZRXOG RIIHU FXVWRPHUV DFFRXQWV LQVXUHG E\ WKH )',&

���� 6RKUDE 6KDUPD� /LWLJDWLRQ 5HOHDVH 1R� ������ ���� :/ ������� �$SU� ��� ����� �³7KH
6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ WRGD\ DQQRXQFHG DGGLWLRQDO IUDXG FKDUJHV VWHPPLQJ IURP DQ
LQYHVWLJDWLRQ RI &HQWUD 7HFK� ,QF�¶V ��� PLOOLRQ LQLWLDO FRLQ RIIHULQJ�´��
���� ,G� �³7KH 6(&¶V DPHQGHG FRPSODLQW DOOHJHV WKDW 7UDSDQL ZDV D PDVWHUPLQG RI &HQWUD¶V

IUDXGXOHQW ,&2� ZKLFK &HQWUD PDUNHWHG ZLWK FODLPV DERXW QRQH[LVWHQW EXVLQHVV UHODWLRQVKLSV ZLWK
PDMRU FUHGLW FDUG FRPSDQLHV� ILFWLRQDO H[HFXWLYH ELRV� DQG PLVUHSUHVHQWDWLRQV DERXW WKH YLDELOLW\ RI
WKH FRPSDQ\¶V FRUH ILQDQFLDO VHUYLFHV SURGXFWV�´��
���� $PHQGHG &RPSODLQW DW �� 6(& Y� 6KDUPD� 1R� �� &LY� ����� �'/&� �6�'�1�<� $SU� ���

������ KWWSV���ZZZ�VHF�JRY�OLWLJDWLRQ�FRPSODLQWV������FRPS������SGI�
���� 3UHVV 5HOHDVH� 8�6� 'HS¶W RI -XVWLFH� )RXQGHUV 2I &U\SWRFXUUHQF\ &RPSDQ\ ,QGLFWHG ,Q

0DQKDWWDQ )HGHUDO &RXUW :LWK 6FKHPH 7R 'HIUDXG ,QYHVWRUV �0D\ ��� ������
KWWSV���ZZZ�MXVWLFH�JRY�XVDR�VGQ\�SU�IRXQGHUV�FU\SWRFXUUHQF\�FRPSDQ\�LQGLFWHG�PDQKDWWDQ�
IHGHUDO�FRXUW�VFKHPH�GHIUDXG�
���� ,G�� VHH DOVR 6HDOHG &RPSODLQW� 8�6� Y� 7UDSDQL� �� 0$* ���� �6�'�1�<� $SU� ��� ������

KWWSV���ZZZ�MXVWLFH�JRY�XVDR�VGQ\�SUHVV�UHOHDVH�ILOH���������GRZQORDG� 0U� 7UDSDQL SOHDGHG
JXLOW\� RQ -XO\ ��� ����� WR VHFXULWLHV IUDXG DQG ZLUH IUDXG FKDUJHV� 6HH &HQWUD &22 3OHDGV *XLOW\
,Q ���0 &U\SWR ,&2 6FKHPH &DVH� /$:��� �-XO\ ��� ������
KWWSV���ZZZ�ODZ����FRP�DUWLFOHV���������FHQWUD�FRR�SOHDGV�JXLOW\�LQ���P�FU\SWR�LFR�VFKHPH�
FDVH�
���� $ULVHEDQN� /LWLJDWLRQ 5HOHDVH 1R� ������ ���� :/ ������� �0DU� ��� ������
���� )LUVW $PHQGHG &RPSODLQW DW �� 6(& Y� $ULVHEDQN� 1R� �����������0 �1�'� 7H[� )HE� ��

������ KWWSV���ZZZ�VHF�JRY�OLWLJDWLRQ�FRPSODLQWV������FRPSD������SGI >KHUHLQDIWHU $ULVHEDQN
$PHQGHG &RPSODLQW@ �³$ULVH%DQN SXUSRUWV WR EH WKH ZRUOG¶V ILUVW µGHFHQWUDOL]HG¶ EDQN� DOOHJHGO\
RIIHULQJ D YDULHW\ RI FRQVXPHU�IDFLQJ EDQNLQJ SURGXFWV DQG VHUYLFHV DQG VXSSRUWLQJ PRUH WKDQ ���
GLIIHUHQW YLUWXDO FXUUHQFLHV�´��
���� .HQ &UDZIRUG� )RXU 7LPH :RUOG +HDY\ZHLJKW %R[HU� (YDQGHU +RO\ILHOG� 6LJQV 'HDO ZLWK

$ULVH%DQN� &,6,21 35:(% �-DQ� �� ������ KWWSV���ZZZ�SUZHE�FRP�UHOHDVHV���������
SUZHE���������KWP�
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DQG �� LW ZRXOG SURYLGH FXVWRPHUV ZLWK DQ $ULVH%DQN 9LVD FDUG WKDW WKH\
FRXOG XVH WR VSHQG DQ\ RI ��� FU\SWRFXUUHQFLHV ZKHUHYHU 9LVD FDUGV ZHUH
DFFHSWHG� ,Q DQ DPHQGHG FRPSODLQW� WKH 6(& QRWHG WKDW $ULVH%DQN IDLOHG WR
GLVFORVH WKDW 0U� 5LFH ZDV RQ SUREDWLRQ IRU D IHGHUDO LQGLFWPHQW RI WKHIW DQG
WDPSHULQJ ZLWK JRYHUQPHQW UHFRUGV� XQGHU DQ LQGLFWPHQW IRU DVVDXOW LQ
'DOODV� DQG WKH VXEMHFW RI DW OHDVW RQH XQSDLG FLYLO MXGJPHQW� $FFRUGLQJ WR
WKH 6(&� ³5LFH LV QRW WKH KLJKO\�FRPSHWHQW SURIHVVLRQDO DQG FRPPXQLW\
DFWLYLVW 'HIHQGDQWV KHOG KLP RXW WR EH�´���

,Q 1RYHPEHU ����� 0U� 5LFH ZDV DUUHVWHG E\ WKH )%, DQG FKDUJHG ZLWK
REWDLQLQJ PRUH WKDQ �� PLOOLRQ LQ WKH FU\SWRFXUUHQF\ VFKHPH IRU O\LQJ DERXW�
�� $ULVH%DQN EHLQJ DXWKRUL]HG WR FRQGXFW EDQNLQJ LQ 7H[DV� �� WKDW LW ZDV
LQVXUHG ZLWK )',&� DQG �� WKDW LW GLG QRW KDYH DQ\ SDUWQHUVKLS ZLWK 9LVD����
$FFRUGLQJ WR WKH FKDUJHV� 0U� 5LFH ³TXLHWO\ FRQYHUWHG LQYHVWRU IXQGV IRU KLV
RZQ SHUVRQDO XVH� VSHQGLQJ WKH PRQH\ RQ KRWHOV� IRRG� WUDQVSRUWDWLRQ� D
IDPLO\ ODZ DWWRUQH\� DQG HYHQ D JXDUGLDQ DG OLWHP±IDFWV KH IDLOHG WR GLVFORVH
WR LQYHVWRUV�´��� 0U� 5LFH ZDV FKDUJHG ZLWK WKUHH FRXQWV RI VHFXULWLHV IUDXG
IRU KLV PLVVWDWHPHQWV DQG RPLVVLRQV���� ,Q 0DUFK ����� KH SOHDGHG JXLOW\ LQ
WKH FDVH� DQG WKH 8�6� $WWRUQH\¶V 2IILFH LQ 'DOODV DVVHUWHG WKDW ³>K@LV SOHD
PDNHV WKLV FDVH RQH RI WKH ILUVW LQ ZKLFK DQ LQGLYLGXDO KDV SOHDGHG JXLOW\ WR
VHFXULWLHV IUDXG LQYROYLQJ D FU\SWRFXUUHQF\ LQ 8�6� IHGHUDO FRXUW�´��� 7KH
OLNHO\ EDVLV IRU WKLV FODLP LV WKDW WKH $ULVHEDQN¶V $ULVHFRLQ FRQVWLWXWHG D
VHFXULW\ XQGHU WKH +RZH\ WHVW� WKXV LW ZDV DQ LQYHVWPHQW FRQWUDFW WKDW ZDV
UHTXLUHG WR EH UHJLVWHUHG ZLWK WKH 6(& EHIRUH LW ZDV GLVWULEXWHG WR LQYHVWRUV
DQG VXEMHFW WR WKH DQWL�IUDXG SURYLVLRQV RI WKH IHGHUDO VHFXULWLHV ODZV�

,Q 0D\ ����� WKH 6(& REWDLQHG D SUHOLPLQDU\ LQMXQFWLRQ DQG DQ RUGHU
IUHH]LQJ DVVHWV UHODWHG WR DQ ,&2 WKDW UDLVHG DV PXFK DV ��� PLOOLRQ IURP
LQYHVWRUV WKURXJK 7LWDQLXP %ORFNFKDLQ ,QIUDVWUXFWXUH 6HUYLFHV� ,QF���� 7KH
6(&¶V FRPSODLQW DOOHJHG WKDW 0LFKDHO 6WROOHU\ OLHG DERXW EXVLQHVV
UHODWLRQVKLSV ZLWK WKH )HGHUDO 5HVHUYH� 3D\3DO� 9HUL]RQ� %RHLQJ� DQG 7KH
:DOW 'LVQH\ &RPSDQ\ WKURXJK IDEULFDWHG WHVWLPRQLDOV���� ,Q D YLGHR WRXWLQJ

���� $ULVHEDQN $PHQGHG &RPSODLQW� VXSUD QRWH ���� DW ��� 0U� 5LFH DQG 0U� )RUG VHWWOHG WKH
6(& HQIRUFHPHQW DFWLRQ RQ 1RYHPEHU ��� ����� DQG D ILQDO MXGJPHQW ZDV HQWHUHG RQ 'HFHPEHU
��� ����� )LQDO -XGJHPHQW DV WR WKH 'HIHQGDQWV -DUHG 5LFH 6U� DQG 6WDQOH\ )RUG� 6(& Y� $ULVHEDQN�
1R� �����������0 �1�'� 7H[� 'HF� ��� ������
���� 6HDOHG ,QGLFWPHQW DW �� 8QLWHG 6WDWHV Y� 5LFH� 1R� �����������. �1�'� 7H[� 1RY� ��� ������
���� 3UHVV 5HOHDVH� 8�6� 'HS¶W RI -XVWLFH� &U\SWRFXUUHQF\ &(2 3OHDGV *XLOW\ WR 6HFXULWLHV )UDXG

LQ �� 0LOOLRQ &U\SWR 6FKHPH �0DU� ��� ������ KWWSV���ZZZ�MXVWLFH�JRY�XVDR�QGW[�SU�
FU\SWRFXUUHQF\�FHR�SOHDGV�JXLOW\�VHFXULWLHV�IUDXG���PLOOLRQ�FU\SWR�VFKHPH >KHUHLQDIWHU $ULVHEDQN
3UHVV 5HOHDVH@�
���� 3UHVV 5HOHDVH� 8�6� 'HS¶W RI -XVWLFH� &U\SWRFXUUHQF\ &(2 ,QGLFWHG $IWHU 'HIUDXGLQJ

,QYHVWRUV RI �� 0LOOLRQ �1RY� ��� ������ KWWSV���ZZZ�MXVWLFH�JRY�XVDR�QGW[�SU�FU\SWRFXUUHQF\�FHR�
LQGLFWHG�DIWHU�GHIUDXGLQJ�LQYHVWRUV���PLOOLRQ�
���� $ULVHEDQN 3UHVV 5HOHDVH� VXSUD QRWH ����
���� 7LWDQLXP %ORFNFKDLQ ,QIUDVWUXFWXUH 6HUYLFHV ,QF�� /LWLJDWLRQ 5HOHDVH 1R� ������ ���� :/

������� �0D\ ��� ������
���� ,G�
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WKH FRLQ RIIHULQJ� 0U� 6WROOHU\ SURPRWHG LW E\ FRPSDULQJ DQ LQYHVWPHQW WR
SXWWLQJ PRQH\ LQWR ,QWHO RU *RRJOH���� 7KH FRPSODLQW DOOHJHG YLRODWLRQV RI
6HFWLRQ � DQG 6HFWLRQ ���D�� DORQJ ZLWK YLRODWLRQV RI 6HFWLRQ ���E�����
$OWKRXJK 0U� 6WROOHU\ DQG 7LWDQLXP %ORFNFKDLQ VHWWOHG WKLV FDVH LQ 0D\
����� LQ ZKLFK HDFK ZDV SHUPDQHQWO\ HQMRLQHG IURP IXWXUH YLRODWLRQV RI WKH
IHGHUDO VHFXULWLHV ODZV� WKH VHWWOHPHQW FRQWDLQHG QR DGPLVVLRQ RU GHQLDO RI
OLDELOLW\²WKH VWDQGDUG PHDQV RI VHWWOLQJ D FLYLO HQIRUFHPHQW DFWLRQ����

,Q 6HSWHPEHU ����� WKH 6(& VHWWOHG DQ HQIRUFHPHQW DFWLRQ DJDLQVW
%ORFN�RQH IRU FRQGXFWLQJ DQ XQUHJLVWHUHG ,&2 WKDW WKH DJHQF\ DOOHJHG ³UDLVHG
WKH HTXLYDOHQW RI VHYHUDO ELOOLRQ GROODUV RYHU DSSUR[LPDWHO\ RQH \HDU�´���
%ORFN�RQH DJUHHG WR VHWWOH WKH FDVH E\ SD\LQJ D ��� PLOOLRQ FLYLO SHQDOW\� RQH
RI WKH ODUJHVW FLYLO SHQDOWLHV DVVHVVHG DJDLQVW D FU\SWRFXUUHQF\ ILUP� EDVHG RQ
WKH ILQGLQJ WKDW WKH FRPSDQ\ YLRODWHG WKH UHJLVWUDWLRQ SURYLVLRQV RI 6HFWLRQV
��D� DQG ��F� E\ QRW SURYLGLQJ WKH UHTXLVLWH LQIRUPDWLRQ LQ DGYDQFH WR
LQYHVWRUV����

,Q 2FWREHU ����� WKH 6(& ILOHG DQ HPHUJHQF\ DFWLRQ WR VWRS 7HOHJUDP
*URXS ,QF� IURP UDLVLQJ ���� ELOOLRQ LQ LQYHVWRU IXQGV IRU LWV ³7HOHJUDP 2SHQ
1HWZRUN RU 721 %ORFNFKDLQ�´��� 7KH 6(& DFFXVHG WKH FRPSDQ\ RI VHOOLQJ
��� ELOOLRQ GLJLWDO WRNHQV FDOOHG ³*UDPV´ WR ��� SXUFKDVHUV� LQFOXGLQJ VDOHV
WR WKLUW\�QLQH LQYHVWRUV LQ WKH 8QLWHG 6WDWHV���� 7KH 6(& EDVHG LWV FRPSODLQW
RQ WKH FRPSDQ\¶V IDLOXUH WR ILOH D UHJLVWUDWLRQ VWDWHPHQW LQ YLRODWLRQ RI
6HFWLRQ ��D� DQG ��F� RI WKH 6HFXULWLHV $FW RI ����� FRQWLQXLQJ WR XVH WKRVH
SURYLVLRQV WR VWULNH DW WKH KHDUW RI ,&2V���� 7KH FRPSODLQW IXUWKHU QRWHV WKDW
WKH LQLWLDO SXUFKDVHUV ³ZLOO EH DEOH WR UHVHOO ELOOLRQV RI *UDPV RQ WKH RSHQ

���� ,G�
���� ,G�
���� 6HH -RLQW 5HSRUW 5HJDUGLQJ %LIXUFDWHG 6HWWOHPHQWV DQG 6WLSXODWLRQ 7R 9DFDWH 6FKHGXOLQJ

2UGHU� 6(& Y� 7LWDQLXP %ORFNFKDLQ� 1R� &9��������'6) �&�'� &DO� 0D\ ��� ������
���� 3UHVV 5HOHDVH� 8�6� 6HF� 	 ([FK� &RPP¶Q� 6(& 2UGHUV %ORFNFKDLQ &RPSDQ\ WR 3D\ ���

0LOOLRQ 3HQDOW\ IRU 8QUHJLVWHUHG ,&2 �6HSW� ��� ������ KWWSV���ZZZ�VHF�JRY�QHZV�SUHVV�
UHOHDVH����������

7KH 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ WRGD\ DQQRXQFHG VHWWOHG FKDUJHV DJDLQVW
EORFNFKDLQ WHFKQRORJ\ FRPSDQ\ %ORFN�RQH IRU FRQGXFWLQJ DQ XQUHJLVWHUHG LQLWLDO FRLQ
RIIHULQJ RI GLJLWDO WRNHQV �,&2� WKDW UDLVHG WKH HTXLYDOHQW RI VHYHUDO ELOOLRQ GROODUV RYHU
DSSUR[LPDWHO\ RQH \HDU� 7KH FRPSDQ\ DJUHHG WR VHWWOH WKH FKDUJHV E\ SD\LQJ D ���
PLOOLRQ FLYLO SHQDOW\�

,G�
���� %ORFN�RQH� 6HFXULWLHV $FW 5HOHDVH 1R� ������ ���� :/ ������� �6HSW� ��� ������

KWWSV���ZZZ�VHF�JRY�OLWLJDWLRQ�DGPLQ���������������SGI�
���� &RPSODLQW� 6(& Y� 7HOHJUDP *URXS� ,QF�� 1R� ������� �6�'�1�<� 2FW� ��� ������

KWWSV���ZZZ�VHF�JRY�OLWLJDWLRQ�FRPSODLQWV������FRPS�SU���������SGI >KHUHLQDIWHU 7HOHJUDP
*URXS� ,QF� &RPSODLQW@� 3UHVV 5HOHDVH� 8�6� 6HF� 	 ([FK� &RPP¶Q� 6(& +DOWV $OOHJHG ���� %LOOLRQ
8QUHJLVWHUHG 'LJLWDO 7RNHQ 2IIHULQJ �2FW� ��� ������ KWWSV���ZZZ�VHF�JRY�QHZV�SUHVV�
UHOHDVH����������
���� 7HOHJUDP *URXS� ,QF� &RPSODLQW� VXSUD QRWH ���� DW ��
���� ,G� DW ��
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PDUNHW WR WKH LQYHVWLQJ SXEOLF�´��� HIIHFWLYHO\ FUHDWLQJ D VHFRQGDU\ PDUNHW LQ
*UDPV� 7KH 6(& UHTXHVWHG D SHUPDQHQW LQMXQFWLRQ DJDLQVW WKH FRPSDQ\ SOXV
DQ RUGHU UHTXLULQJ LW WR GLVJRUJH LWV ³LOO�JRWWHQ JDLQV DQG WR SD\ SUHMXGJPHQW
LQWHUHVW´ DQG FLYLO PRQHWDU\ SHQDOWLHV����

,Q $XJXVW ����� WKH 6(& WRRN D GLIIHUHQW DSSURDFK LQ DQ DGPLQLVWUDWLYH
SURFHHGLQJ VHWWOHPHQW DJDLQVW ,&2 5DWLQJ� D FU\SWRFXUUHQF\ UDWLQJ ILUP LQ 6W�
3HWHUVEXUJ� 5XVVLD� WKDW DJUHHG WR SD\ GLVJRUJHPHQW DQG D FLYLO SHQDOW\
WRWDOLQJ �������� WR VHWWOH FKDUJHV WKDW LW IDLOHG WR GLVFORVH WR LQYHVWRUV WKDW LW
WRRN SD\PHQWV IURP LVVXHUV RI FU\SWRFXUUHQFLHV WR SXEOLFL]H WKHLU
RIIHULQJV���� 7KH ILUP FKDUJHG D IHH WR UDWH DQG SXEOLVK UHVHDUFK RQ ,&2V
WKURXJK LWV ZHEVLWH� ZZZ�LFRUDWLQJ�FRP���� 8QGHU 6HFWLRQ ���E� RI WKH
6HFXULWLHV $FW RI ����� LW LV XQODZIXO WR�

JLYH SXEOLFLW\ WR� RU FLUFXODWH DQ\ QRWLFH� FLUFXODU� DGYHUWLVHPHQW�
QHZVSDSHU� DUWLFOH� OHWWHU� LQYHVWPHQW VHUYLFH� RU FRPPXQLFDWLRQ ZKLFK�
WKRXJK QRW SXUSRUWLQJ WR RIIHU D VHFXULW\ IRU VDOH� GHVFULEHV VXFK VHFXULW\ IRU
D FRQVLGHUDWLRQ UHFHLYHG RU WR EH UHFHLYHG� GLUHFWO\ RU LQGLUHFWO\� IURP DQ
LVVXHU� XQGHUZULWHU� RU GHDOHU� ZLWKRXW IXOO\ GLVFORVLQJ WKH UHFHLSW� ZKHWKHU
SDVW RU SURVSHFWLYH� RI VXFK FRQVLGHUDWLRQ DQG WKH DPRXQW WKHUHRI����

7KLV SURYLVLRQ ZDV RULJLQDOO\ GHVLJQHG WR SUHYHQW VWRFN WLS VKHHWV IURP
EHLQJ XVHG E\ LVVXHUV WR WRXW WKHLU VKDUHV E\ PDNLQJ VHFUHW SD\PHQWV WR SXW
RXW LQIRUPDWLRQ SURPRWLQJ WKH WRNHQV���� 7KLV SURYLVLRQ UHTXLUHV WKDW D
QHZVOHWWHU RU UDWLQJV ILUP IXOO\ GLVFORVH WKH DPRXQW DQG QDWXUH RI DQ\
FRPSHQVDWLRQ UHFHLYHG� DQG WKH SURPRWRUV FRXOG EH KHOG OLDEOH IRU DQ\
PLVVWDWHPHQWV RU RPLVVLRQV���� :LWK WKH DGYHQW RI WKH ,QWHUQHW DV D PHDQV WR
SXW RXW LQIRUPDWLRQ WR D ZLGH YDULHW\ RI LQYHVWRUV� WKLV SURYLVLRQ KDV EHFRPH
PXFK PRUH LPSRUWDQW DV LQYHVWRUV PXVW NQRZ WKDW LQIRUPDWLRQ PD\ EH SDUW
RI D FU\SWRFXUUHQF\ SURPRWLRQ VFKHPH UDWKHU WKDQ DQ XQELDVHG UDWLQJ� %\
XVLQJ 6HFWLRQ ���E�� WKH 6(& LV SROLFLQJ QRW MXVW WKH LVVXHUV RI
FU\SWRFXUUHQFLHV EXW DOVR WKRVH ZKR FDQ SOD\ D UROH LQ SURPRWLQJ WKHP WR
XQVXVSHFWLQJ LQYHVWRUV�

���� ,G� DW ��
���� ,G� DW ��
���� 3UHVV 5HOHDVH� 8�6� 6HF� 	 ([FK� &RPP¶Q� 6(& &KDUJHV ,&2 5HVHDUFK DQG 5DWLQJ 3URYLGHU

ZLWK )DLOLQJ WR 'LVFORVH ,W :DV 3DLG WR 7RXW 'LJLWDO $VVHWV �$XJ� ��� ������ KWWSV���ZZZ�VHF�JRY�
QHZV�SUHVV�UHOHDVH����������
���� 6HH LG�
���� �� 8�6�&� � ��T�E� �������
���� ,&2 5DWLQJ� 6HFXULWLHV $FW 5HOHDVH 1R� ������ ���� :/ ������� �$XJ� ��� ������

KWWSV���ZZZ�VHF�JRY�OLWLJDWLRQ�DGPLQ���������������SGI �³,&2 5DWLQJ¶V UHVHDUFK UHSRUWV� UDWLQJV�
DQG VRFLDO�PHGLD SRVWLQJV SXEOLFL]HG RIIHULQJV RI EORFNFKDLQ�EDVHG GLJLWDO DVVHWV� LQFOXGLQJ
³WRNHQV´ RU ³FRLQV´ WKDW ZHUH LQYHVWPHQW FRQWUDFWV� ZKLFK DUH VHFXULWLHV SXUVXDQW WR 6HFWLRQ ��D����
RI WKH 6HFXULWLHV $FW�´��
���� ,&2 5DWLQJ ZDV RUGHUHG WR SD\ WR WKH 6(& ³GLVJRUJHPHQW RI ��������� SUHMXGJPHQW LQWHUHVW

RI ������� DQG FLYLO PRQH\ SHQDOW\ RI ��������´ DQG ³DQ LQLWLDO LQVWDOOPHQW RI ����������� IRU
WUDQVIHU WR WKH JHQHUDO IXQG RI WKH 8QLWHG 6WDWHV 7UHDVXU\ � � � �´ ,G� DW ��
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7KH :DOO 6WUHHW -RXUQDO UHSRUWHG WKDW 9DQ (FN 6HFXULWLHV &RUS� DQG

6ROLG= 0DQDJHPHQW //& ZHUH SODQQLQJ WR VHOO VKDUHV LQ D FU\SWRFXUUHQF\
H[FKDQJH WUDGHG IXQG �(7)����� $ ILUP FDQ VHOO VHFXULWLHV WR DQ LQYHVWPHQW
EDQN� ZKLFK FDQ WKHQ RIIHU WKH VHFXULWLHV WR ³TXDOLILHG LQVWLWXWLRQDO EX\HUV´���
WKDW GRHV QRW UHTXLUH D UHJLVWUDWLRQ VWDWHPHQW EH ILOHG ZLWK WKH 6(&� 7KH
VHFXULWLHV FDQ WKHQ EH UHVROG E\ WKH SXUFKDVHUV� 1RWH WKDW WKH LVVXHU RI WKH
FU\SWRFXUUHQF\ FDQQRW EH WKH VHOOHU EHFDXVH WKDW ZRXOG UHTXLUH UHJLVWUDWLRQ
XQGHU 6HFWLRQ �� EXW WKH XVH RI DQ LQWHUPHGLDU\ WR UHVHOO WKH VHFXULWLHV LV
SHUPLVVLEOH�

$QRWKHU PHDQV WR VHOO FU\SWRFXUUHQFLHV LV XQGHU 5HJXODWLRQ $�� D
SURYLVLRQ DGRSWHG DV SDUW RI WKH -2%6 $FW� 7KH 6(& DGRSWHG UXOHV LQ 0DUFK
���� WKDW LPSOHPHQWV 6HFWLRQ ��� RI WKH -2%6 $FW E\ H[SDQGLQJ 5HJXODWLRQ
$ WR SHUPLW RIIHULQJV LQ WZR WLHUV� 7LHU � DOORZV RIIHULQJV RI XS WR ��� PLOOLRQ
LQ D WZHOYH�PRQWK SHULRG� ZKLOH 7LHU � SHUPLWV D FRPSDQ\ WR UDLVH XS WR ���
PLOOLRQ LQ D WZHOYH�PRQWK SHULRG����

7KHUH LV VSHFXODWLRQ DV WR ZKHWKHU WKLV ZLOO ZRUN IRU RIIHULQJ
FU\SWRFXUUHQFLHV WR LQYHVWRUV� 7KH UHJXODWLRQV UHTXLUH WKDW D FRPSDQ\ PDNLQJ
D 7LHU � RIIHULQJ LQFOXGH DXGLWHG ILQDQFLDO VWDWHPHQWV LQ WKHLU RIIHULQJ
GRFXPHQWV� ZKLFK LV D SRWHQWLDOO\ VLJQLILFDQW FRVW IRU D VPDOO LVVXHU���� ,Q
DGGLWLRQ� WKRVH PDNLQJ D 7LHU � RIIHULQJ PXVW ILOH DQQXDO� VHPLDQQXDO� DQG
FXUUHQW UHSRUWV ZLWK WKH 6(& RQ DQ RQJRLQJ EDVLV���� 7KH RIIHULQJ VWDWHPHQW
PXVW FRQWDLQ LQIRUPDWLRQ DERXW WKH LVVXHU DQG WKH XVH RI SURFHHGV IURP WKH

���� 3DXO 9LJQD� 9DQ (FN� 6ROLG; WR 2IIHU /LPLWHG 9HUVLRQ RI %LWFRLQ ([FKDQJH�7UDGHG )XQG�
:$// 67� -� �6HSW� �� ������ KWWSV���ZZZ�ZVM�FRP�DUWLFOHV�YDQ�HFN�VROLG[�WR�RIIHU�OLPLWHG�YHUVLRQ�
RI�ELWFRLQ�H[FKDQJH�WUDGHG�IXQG�������������
���� $ ³TXDOLILHG LQVWLWXWLRQDO EX\HU´ LQFOXGHV DQ\ LQVXUDQFH FRPSDQ\� DQ LQYHVWPHQW FRPSDQ\

UHJLVWHUHG XQGHU WKH ,QYHVWPHQW &RPSDQ\ $FW� D 6PDOO %XVLQHVV ,QYHVWPHQW &RPSDQ\ OLFHQVHG E\
WKH 6PDOO %XVLQHVV $GPLQLVWUDWLRQ� DQ HPSOR\HH EHQHILW SODQ� D WUXVW IXQG ZKRVH WUXVWHH LV D EDQN
RU WUXVW FRPSDQ\� D EXVLQHVV GHYHORSPHQW FRPSDQ\� DQ RUJDQL]DWLRQ RUJDQL]HG XQGHU VHFWLRQ
����F���� RI WKH ,QWHUQDO 5HYHQXH FRGH� DQG DQ\ LQYHVWPHQW DGYLVHU UHJLVWHUHG XQGHU WKH ,QYHVWPHQW
$GYLVHUV $FW� �� &�)�5� � �������$����D���� �������
���� 5HJXODWLRQ $� 8�6� 6(&� 	 (;&+� &200¶1 �6HSW� ��� ������ KWWSV���ZZZ�VHF�JRY�

VPDOOEXVLQHVV�H[HPSWRIIHULQJV�UHJD�

5HJXODWLRQ $ LV DQ H[HPSWLRQ IURP UHJLVWUDWLRQ IRU SXEOLF RIIHULQJV� 5HJXODWLRQ $ KDV
WZR RIIHULQJ WLHUV� 7LHU �� IRU RIIHULQJV RI XS WR ��� PLOOLRQ LQ D ���PRQWK SHULRG� DQG
7LHU �� IRU RIIHULQJV RI XS WR ��� PLOOLRQ LQ D ���PRQWK SHULRG� )RU RIIHULQJV RI XS WR ���
PLOOLRQ� FRPSDQLHV FDQ HOHFW WR SURFHHG XQGHU WKH UHTXLUHPHQWV IRU HLWKHU 7LHU � RU 7LHU
��

,G�
���� 6HH 2YHUYLHZ RI ([HPSWLRQV� 8�6� 6(&� 	 (;&+� &200¶1 �)HE� ��� ������

KWWSV���ZZZ�VHF�JRY�VPDOOEXVLQHVV�H[HPSWRIIHULQJV�H[HPSWRIIHULQJVFKDUW� $Q ,VVXHU PXVW ILOH D
)RUP ' ZLWK WKH 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ� 6HH LG�
���� ,G�
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RIIHULQJ���� )XUWKHUPRUH� WKRVH ZKR FDQ SXUFKDVH LQ D 7LHU � RIIHULQJ PXVW EH
HLWKHU DQ DFFUHGLWHG LQYHVWRU RU VXEMHFW WR FHUWDLQ OLPLWDWLRQV RQ WKH DPRXQW
RI WKHLU LQYHVWPHQW LQ WKH RIIHULQJ���� ,I WKH SXUFKDVHU LV QRW DQ DFFUHGLWHG
LQYHVWRU� WKHQ WKH DPRXQW WKH\ FDQ SXUFKDVH LQ D 7LHU � RIIHULQJ LV QR PRUH
WKDQ WKH JUHDWHU RI ��� RI WKHLU DQQXDO LQFRPH RU QHW ZRUWK IRU DQ LQGLYLGXDO�
RU ��� RI WKH JUHDWHU RI DQQXDO UHYHQXH RU QHW DVVHWV IRU DQ RUJDQL]DWLRQ����

8QGHU 5HJXODWLRQ $�� RQO\ FRPSDQLHV RUJDQL]HG LQ WKH 8QLWHG 6WDWHV DQG
&DQDGD FDQ PDNH DQ RIIHULQJ� ZKLFK PHDQV WKDW IRUHLJQ LVVXHUV DUH EDUUHG
IURP XVLQJ WKLV DYHQXH WR VHOO WR VKDUHKROGHUV���� ,Q DGGLWLRQ� RQO\ VHFXULWLHV
OLVWHG LQ 6HFWLRQ ��E���� RI WKH 6HFXULWLHV $FW RI ���� FDQ EH RIIHUHG WR

���� 6SHFLILFDOO\� WKH RIIHULQJ VWDWHPHQW PXVW FRQWDLQ WKH IROORZLQJ LQIRUPDWLRQ�

,WHP �� �,VVXHU ,QIRUPDWLRQ� UHTXLUHV LQIRUPDWLRQ DERXW WKH LVVXHUቴV LGHQWLW\� LQGXVWU\�
QXPEHU RI HPSOR\HHV� ILQDQFLDO VWDWHPHQWV DQG FDSLWDO VWUXFWXUH� DV ZHOO DV FRQWDFW
LQIRUPDWLRQ�

,WHP �� �,VVXHU (OLJLELOLW\� UHTXLUHV WKH LVVXHU WR FHUWLI\ WKDW LW PHHWV YDULRXV LVVXHU
HOLJLELOLW\ FULWHULD�

,WHP �� �$SSOLFDWLRQ RI 5XOH ��� �ቱEDG DFWRUቲ GLVTXDOLILFDWLRQ DQG GLVFORVXUH�� UHTXLUHV
WKH LVVXHU WR FHUWLI\ WKDW QR GLVTXDOLI\LQJ HYHQWV KDYH RFFXUUHG DQG WR LQGLFDWH ZKHWKHU
UHODWHG GLVFORVXUH ZLOO EH LQFOXGHG LQ WKH RIIHULQJ FLUFXODU�

,WHP �� �6XPPDU\ ,QIRUPDWLRQ 5HJDUGLQJ WKH 2IIHULQJ DQG RWKHU &XUUHQW RU 3URSRVHG
2IIHULQJV� LQFOXGHV LQGLFDWRU ER[HV RU EXWWRQV DQG WH[W ER[HV HOLFLWLQJ LQIRUPDWLRQ DERXW
WKH RIIHULQJ�

,WHP �� �-XULVGLFWLRQV LQ :KLFK 6HFXULWLHV DUH WR EH 2IIHUHG� UHTXLUHV LQIRUPDWLRQ DERXW
WKH MXULVGLFWLRQ�V� LQ ZKLFK WKH VHFXULWLHV ZLOO EH RIIHUHG�

,WHP �� �8QUHJLVWHUHG 6HFXULWLHV ,VVXHG RU 6ROG :LWKLQ 2QH <HDU� UHTXLUHV GLVFORVXUH
DERXW XQUHJLVWHUHG LVVXDQFHV RU VDOHV RI VHFXULWLHV ZLWKLQ WKH ODVW \HDU�

$PHQGPHQWV WR 5HJXODWLRQ $� $ 6PDOO (QWLW\ &RPSOLDQFH *XLGH� 8�6� 6(&�	(;&+� &200ቴ1 �-XQH
��� ������ KWWSV���ZZZ�VHF�JRY�LQIR�VPDOOEXV�VHFJ�UHJXODWLRQ�D�DPHQGPHQWV�VHFJ�VKWPO��� 6(&
)RUP ��$ PXVW EH ILOHG ZLWK WKH &RPPLVVLRQ� $PRQJ WKH LQIRUPDWLRQ UHTXLUHG E\ )RUP ��$ LV
FXUUHQW ILQDQFLDO LQIRUPDWLRQ� LQIRUPDWLRQ DERXW WKH LVVXHU RI WKH VHFXULWLHV� DQG WKH QDPH RI WKH
FRPSDQ\ቴV DXGLWRU� 6HH 8�6� 6(&� 	 (;&+� &200ቴ1� )250 ��$ 5(*8/$7,21 $ 2))(5,1*
67$7(0(17 81'(5 7+( 6(&85,7,(6 $&7 2) ����� KWWSV���ZZZ�VHF�JRY�ILOHV�IRUP��D�SGI�
���� 5XOH ����D�� �� &�)�5� � ��������D�� SURYLGHV WKDW�

$Q DFFUHGLWHG LQYHVWRU� LQ WKH FRQWH[W RI D QDWXUDO SHUVRQ� LQFOXGHV DQ\RQH ZKR� HDUQHG
LQFRPH WKDW H[FHHGHG �������� �RU �������� WRJHWKHU ZLWK D VSRXVH� LQ HDFK RI WKH SULRU
WZR \HDUV� DQG UHDVRQDEO\ H[SHFWV WKH VDPH IRU WKH FXUUHQW \HDU� 25 KDV D QHW ZRUWK RYHU
�� PLOOLRQ� HLWKHU DORQH RU WRJHWKHU ZLWK D VSRXVH �H[FOXGLQJ WKH YDOXH RI WKH SHUVRQቴV
SULPDU\ UHVLGHQFH��

,G� 7KHUH DUH RWKHU FDWHJRULHV RI DFFUHGLWHG LQYHVWRUV� LQFOXGLQJ WKH IROORZLQJ� ZKLFK PD\ EH
UHOHYDQW WR \RX� DQ\ WUXVW� ZLWK WRWDO DVVHWV LQ H[FHVV RI �� PLOOLRQ� QRW IRUPHG VSHFLILFDOO\ WR
SXUFKDVH WKH VXEMHFW VHFXULWLHV� ZKRVH SXUFKDVH LV GLUHFWHG E\ D VRSKLVWLFDWHG SHUVRQ� RU DQ\ HQWLW\
LQ ZKLFK DOO RI WKH HTXLW\ RZQHUV DUH DFFUHGLWHG LQYHVWRUV� 6HH 8SGDWHG ,QYHVWRU %XOOHWLQ� $FFUHGLWHG
,QYHVWRUV� 8�6� 6(&� 	 (;&+� &200ቴ1 �-DQ� ��� ������ KWWSV���ZZZ�LQYHVWRU�JRY�DGGLWLRQDO�
UHVRXUFHV�QHZV�DOHUWV�DOHUWV�EXOOHWLQV�XSGDWHG�LQYHVWRU�EXOOHWLQ�DFFUHGLWHG�LQYHVWRUV�
���� ,I WKH VHFXULWLHV ZLOO EH OLVWHG RQ D QDWLRQDO VHFXULWLHV H[FKDQJH� WKHQ WKRVH OLPLWDWLRQV GR QRW

DSSO\� $PHQGPHQWV WR 5HJXODWLRQ $� VXSUD QRWH ����
���� ,G�
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LQYHVWRUV� VR ³>R@QO\ WKH IROORZLQJ W\SHV RI VHFXULWLHV PD\ EH H[HPSWHG XQGHU
D UXOH RU UHJXODWLRQ DGRSWHG SXUVXDQW WR SDUDJUDSK ���� HTXLW\ VHFXULWLHV� GHEW
VHFXULWLHV� DQG GHEW VHFXULWLHV FRQYHUWLEOH RU H[FKDQJHDEOH WR HTXLW\ LQWHUHVWV�
LQFOXGLQJ DQ\ JXDUDQWHHV RI VXFK VHFXULWLHV�´���

)RU WKRVH ZKR ZDQW WR XVH 5HJXODWLRQ $� WR LVVXH VHFXULWLHV� WKH\ FDQ
PDNH D QRQ�SXEOLF VXEPLVVLRQ RI WKH RIIHULQJ VWDWHPHQW WR WKH 6(& IRU UHYLHZ
E\ WKH VWDII���� 6HFXULWLHV FDQQRW EH RIIHUHG WR WKH SXEOLF XQWLO WKH RIIHULQJ
VWDWHPHQW KDV EHHQ ³TXDOLILHG´ E\ WKH 6(& WKURXJK D ³QRWLFH RI TXDOLILFDWLRQ´
LVVXHG E\ WKH 'LYLVLRQ RI &RUSRUDWLRQ )LQDQFH���� $ VLJQLILFDQW DGYDQWDJH RI
D 5HJXODWLRQ $� RIIHULQJ LV WKDW WKH LVVXHU FDQ ³WHVW WKH ZDWHUV´ E\ VROLFLWLQJ
LQWHUHVW LQ DQ RIIHULQJ IURP SRWHQWLDO LQYHVWRUV����

2QH OLPLWDWLRQ IURP XVLQJ 5HJXODWLRQ $� LV WKH ³EDG DFWRU´
GLVTXDOLILFDWLRQ SURYLVLRQV LQ 5XOH ��� RI 5HJXODWLRQ $���� ,I D GLUHFWRU�
H[HFXWLYH RIILFHU� RU RWKHU RIILFHU SDUWLFLSDWLQJ LQ WKH RIIHULQJ KDV EHHQ
FRQYLFWHG ZLWKLQ WHQ \HDUV RI DQ\ IHORQ\ RU PLVGHPHDQRU� RU LV VXEMHFW WR D
6(& FHDVH�DQG�GHVLVW RUGHU HQMRLQLQJ WKH SHUVRQ IURP HQJDJLQJ RU
FRQWLQXLQJ WR HQJDJH LQ DQ\ FRQGXFW LQYROYLQJ D IDOVH ILOLQJ ZLWK WKH 6(& RU
DULVLQJ RXW RI FRQGXFW LQYROYLQJ DQ XQGHUZULWHU� EURNHU� GHDOHU� PXQLFLSDO
VHFXULWLHV GHDOHU� RU LQYHVWPHQW DGYLVRU� WKHQ WKH\ FDQQRW WDNH DGYDQWDJH RI
5HJXODWLRQ $����� 7KHUH LV DQ H[FHSWLRQ WR WKH ³EDG DFWRU´ GLVTXDOLILFDWLRQ
SURYLVLRQ LI WKH LVVXHU FDQ VKRZ WKDW LW GLG QRW NQRZ� RU LQ WKH H[HUFLVH RI
UHDVRQDEOH FDUH� FRXOG QRW KDYH NQRZQ WKDW D SHUVRQ ZLWK D GLVTXDOLI\LQJ
HYHQW SDUWLFLSDWHG LQ WKH RIIHULQJ���� ,Q DGGLWLRQ� WKH 6(& VWDII FDQ

���� �� 8�6�&� � ��F�E���� �������
���� 2Q -XQH ��� ����� WKH 'LYLVLRQ RI &RUSRUDWLRQ )LQDQFH DQQRXQFHG WKDW LW ZRXOG DFFHSW

FHUWDLQ GUDIW UHJLVWUDWLRQ VWDWHPHQWV IRU QRQSXEOLF UHYLHZ� 7KH 'LYLVLRQ KDV SUHSDUHG WKHVH TXHVWLRQV
DQG DQVZHUV WR DGGUHVV SUHOLPLQDU\ TXHVWLRQV DERXW WKH H[SDQGHG SURFHGXUHV� 7KH DQVZHUV WR WKHVH
TXHVWLRQV DUH QRW UXOHV� UHJXODWLRQV RU VWDWHPHQWV RI WKH &RPPLVVLRQ� )XUWKHU� WKH &RPPLVVLRQ KDV
QHLWKHU DSSURYHG QRU GLVDSSURYHG WKHP�
9ROXQWDU\ 6XEPLVVLRQ RI 'UDIW 5HJLVWUDWLRQ 6WDWHPHQWV � )$4V� 8�6� 6(&� 	 (;&+� &200¶1 �-XQH
��� ������ KWWSV���ZZZ�VHF�JRY�FRUSILQ�YROXQWDU\�VXEPLVVLRQ�GUDIW�UHJLVWUDWLRQ�VWDWHPHQWV�IDTV�
���� $PHQGPHQWV WR 5HJXODWLRQ $� VXSUD QRWH ����
���� ,G�
���� �� &�)�5� � ������� ������� $PRQJ WKH EDVHV IRU GLVTXDOLI\LQJ DQ LVVXHU RU DQ\RQH DIILOLDWHG

ZLWK WKH LVVXHU IURP XVLQJ 5HJXODWLRQ $� LV LI WKH LVVXHU RU DQ\ SURPRWRU KDV EHHQ FRQYLFWHG LQ WKH
SUHYLRXV WHQ \HDUV RI DQ\ IHORQ\ RU PLVGHPHDQRU LQYROYLQJ WKH SXUFKDVH RU VDOH RI D VHFXULW\� LV
VXEMHFW WR DQ RUGHU� MXGJPHQW RU GHFUHH HQWHUHG ZLWKLQ WKH SUHYLRXV ILYH \HDUV WKDW UHVWUDLQV RU
HQMRLQV D SHUVRQ IURP HQJDJLQJ LQ FRQGXFW UHODWHG WR WKH SXUFKDVH RU VDOH RI D VHFXULW\� RU DQ RUGHU
RI WKH &RPPLVVLRQ WKDW VXVSHQGV RU UHYRNHV D SHUVRQ¶V UHJLVWUDWLRQ DV D EURNHU� GHDOHU� PXQLFLSDO
VHFXULWLHV GHDOHU RU DQ LQYHVWPHQW DGYLVHU� RU DQ RUGHU ZLWKLQ WKH SUHYLRXV ILYH \HDUV WKDW GLUHFWV WKH
SHUVRQ WR FHDVH DQG GHVLVW IURP DQ\ YLRODWLRQ RI WKH VFLHQWHU�EDVHG DQWL�IUDXG SURYLVLRQV RI WKH
IHGHUDO VHFXULWLHV ODZV� 6HH �� &�)�5� � ������� ������� �������
���� �� &�)�5� � ������� ������� �������
���� ,G� �� &�)�5� � ������� ������ SURYLGHV�

��� 1R H[HPSWLRQ XQGHU WKLV VHFWLRQ VKDOO EH DYDLODEOH IRU D VDOH RI VHFXULWLHV LI WKH LVVXHU�
DQ\ SUHGHFHVVRU RI WKH LVVXHU� DQ\ DIILOLDWHG LVVXHU� DQ\ GLUHFWRU� H[HFXWLYH RIILFHU� RWKHU
RIILFHU SDUWLFLSDWLQJ LQ WKH RIIHULQJ� JHQHUDO SDUWQHU RU PDQDJLQJ PHPEHU RI WKH LVVXHU�
DQ\ EHQHILFLDO RZQHU RI ��� RU PRUH RI WKH LVVXHU¶V RXWVWDQGLQJ YRWLQJ HTXLW\ VHFXULWLHV�
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UHFRPPHQG D ZDLYHU RI WKH GLVTXDOLILFDWLRQ SURYLVLRQ LI JRRG FDXVH FDQ EH
VKRZQ E\ WKH LVVXHU����

:LOO 5HJXODWLRQ $� ZRUN IRU FU\SWRFXUUHQFLHV" 5HFHQWO\� WKH 6(&¶V VWDII
DSSURYHG WZR WRNHQ RIIHULQJV XQGHU 5HJXODWLRQ $� IRU %ORFNVWDFN ,QF� DQG
<RX1RZ� ,QF���� 7KLV PD\ LQGLFDWH D VRIWHQLQJ RI WKH DJHQF\¶V IDLUO\
FRQVLVWHQW RSSRVLWLRQ WR FU\SWRFXUUHQF\ RIIHULQJV WKDW ZLOO DOORZ VRPH ILUPV
WR XVH WKH PLQL�,32 UXOHV WR WKHLU DGYDQWDJH� 7KH 6(& VWDII DOVR LVVXHG ³QR
DFWLRQ´ OHWWHUV��� IRU WZR RIIHULQJV RI GLJLWDO WRNHQV���� $V D UHVXOW� WKH
FRQVLVWHQW RSSRVLWLRQ WR ,&2V PD\ EH VRIWHQLQJ DW WKH 6(&�

1HYHUWKHOHVV� WKH 6(& KDV EHHQ XQZLOOLQJ WR DSSURYH (7)V EDVHG RQ
%LWFRLQ DQG RWKHU FU\SWRFXUUHQFLHV EHFDXVH RI FRQFHUQV RQ KRZ WKH YDOXH RI

FDOFXODWHG RQ WKH EDVLV RI YRWLQJ SRZHU� DQ\ SURPRWHU FRQQHFWHG ZLWK WKH LVVXHU LQ DQ\
FDSDFLW\ DW WKH WLPH RI VXFK VDOH� DQ\ LQYHVWPHQW PDQDJHU RI DQ LVVXHU WKDW LV D SRROHG
LQYHVWPHQW IXQG� DQ\ SHUVRQ WKDW KDV EHHQ RU ZLOO EH SDLG �GLUHFWO\ RU LQGLUHFWO\�
UHPXQHUDWLRQ IRU VROLFLWDWLRQ RI SXUFKDVHUV LQ FRQQHFWLRQ ZLWK VXFK VDOH RI VHFXULWLHV� DQ\
JHQHUDO SDUWQHU RU PDQDJLQJ PHPEHU RI DQ\ VXFK LQYHVWPHQW PDQDJHU RU VROLFLWRU� RU DQ\
GLUHFWRU� H[HFXWLYH RIILFHU RU RWKHU RIILFHU SDUWLFLSDWLQJ LQ WKH RIIHULQJ RI DQ\ VXFK
LQYHVWPHQW PDQDJHU RU VROLFLWRU RU JHQHUDO SDUWQHU RU PDQDJLQJ PHPEHU RI VXFK
LQYHVWPHQW PDQDJHU RU VROLFLWRU�

�L� +DV EHHQ FRQYLFWHG� ZLWKLQ WHQ \HDUV EHIRUH VXFK VDOH �RU ILYH \HDUV� LQ WKH FDVH RI
LVVXHUV� WKHLU SUHGHFHVVRUV DQG DIILOLDWHG LVVXHUV�� RI DQ\ IHORQ\ RU PLVGHPHDQRU�

�$� ,Q FRQQHFWLRQ ZLWK WKH SXUFKDVH RU VDOH RI DQ\ VHFXULW\�

�%� ,QYROYLQJ WKH PDNLQJ RI DQ\ IDOVH ILOLQJ ZLWK WKH &RPPLVVLRQ� RU

�&� $ULVLQJ RXW RI WKH FRQGXFW RI WKH EXVLQHVV RI DQ XQGHUZULWHU� EURNHU� GHDOHU� PXQLFLSDO
VHFXULWLHV GHDOHU� LQYHVWPHQW DGYLVHU RU SDLG VROLFLWRU RI SXUFKDVHUV RI VHFXULWLHV � � � �

�� &�)�5� � ������� �������
���� ,G�
���� 6HH %ORFNVWDFN ,QF�� 2IIHULQJ 6WDWHPHQW �)RUP ��$�$� �-XO\ �� ������ KWWSV���VHF�UHSRUW�

'RFXPHQW����������������������������D��������B�SDUWLLDQGLLL�KWP� <RX1RZ� ,QF�� 2IIHULQJ
6WDWHPHQW �)RUP ��$�$� �-XO\ ��� ������ KWWSV���ZZZ�VHF�JRY�$UFKLYHV�HGJDU�GDWD���������
�������������������\RXQRZ��DD�D�KWP�
���� 7KH 6(& GHILQHV D ³QR DFWLRQ´ OHWWHU DV�

$Q LQGLYLGXDO RU HQWLW\ ZKR LV QRW FHUWDLQ ZKHWKHU D SDUWLFXODU SURGXFW� VHUYLFH� RU DFWLRQ
ZRXOG FRQVWLWXWH D YLRODWLRQ RI WKH IHGHUDO VHFXULWLHV ODZ PD\ UHTXHVW D µQR�DFWLRQ¶ OHWWHU
IURP WKH 6(& VWDII� 0RVW QR�DFWLRQ OHWWHUV GHVFULEH WKH UHTXHVW� DQDO\]H WKH SDUWLFXODU
IDFWV DQG FLUFXPVWDQFHV LQYROYHG� GLVFXVV DSSOLFDEOH ODZV DQG UXOHV� DQG� LI WKH VWDII
JUDQWV WKH UHTXHVW IRU QR DFWLRQ� FRQFOXGHV WKDW WKH 6(& VWDII ZRXOG QRW UHFRPPHQG WKDW
WKH &RPPLVVLRQ WDNH HQIRUFHPHQW DFWLRQ DJDLQVW WKH UHTXHVWHU EDVHG RQ WKH IDFWV DQG
UHSUHVHQWDWLRQV GHVFULEHG LQ WKH LQGLYLGXDO¶V RU HQWLW\¶V UHTXHVW� 7KH 6(& VWDII VRPHWLPHV
UHVSRQGV LQ WKH IRUP RI DQ LQWHUSUHWLYH OHWWHU WR UHTXHVWV IRU FODULILFDWLRQV RI FHUWDLQ UXOHV
DQG UHJXODWLRQV�

1R $FWLRQ /HWWHUV� 8�6� 6(&� 	 (;&+� &200¶1 �0DU� ��� ������ KWWSV���ZZZ�VHF�JRY�IDVW�
DQVZHUV�DQVZHUVQRDFWLRQKWP�KWPO�
���� 6HH 3RFNHWIXO RI 4XDUWHUV� ,QF�� 6(& 1R�$FWLRQ /HWWHU� :6% )LOH 1R� �&&+� ����������

�-XO\ ��� ������ KWWSV���ZZZ�VHF�JRY�FRUSILQ�SRFNHWIXO�TXDUWHUV�LQF���������D�� 7XUQNH\ -HW� ,QF��
6(& 1R�$FWLRQ /HWWHU� :6% )LOH 1R� �&&+� ���������� �$SU� �� ������ KWWSV���ZZZ�VHF�JRY�
GLYLVLRQV�FRUSILQ�FI�QRDFWLRQ������WXUQNH\�MHW���������D��KWP�
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WKH VHFXULWLHV ZLOO EH HVWDEOLVKHG���� ,Q $XJXVW ����� WKH 6(& UHMHFWHG
UHTXHVWV E\ WKH &ERH %=; ([FKDQJH WR OLVW WKH *UDQLWH6KDUHV %LWFRLQ (7)
RQ WKH JURXQGV WKDW D QDWLRQDO VHFXULWLHV H[FKDQJH¶V UXOH PXVW ³EH GHVLJQHG
WR SUHYHQW IUDXGXOHQW DQG PDQLSXODWLYH DFWV DQG SUDFWLFHV�´��� 0RUHRYHU� WKH
6(&¶V RUGHU QRWHG WKDW WKH ([FKDQJH ³KDV RIIHUHG QR UHFRUG HYLGHQFH WR
GHPRQVWUDWH WKDW %LWFRLQ IXWXUHV PDUNHWV DUH µPDUNHWV RI VLJQLILFDQW VL]H�¶´
VR WKDW HIIRUWV WR SUHYHQW IUDXG DQG PDQLSXODWLRQ PD\ QRW EH VXIILFLHQW����
6LPLODUO\� LQ 0DUFK ����� D UHTXHVW E\ &DPHURQ DQG 7\OHU :LQNOHYRVV� PDGH
IDPRXV LQ WKH PRYLH 7KH 6RFLDO 1HWZRUN� VRXJKW DSSURYDO WR OLVW D %LWFRLQ
(7) RQ WKH 1HZ <RUN 6WRFN ([FKDQJH FDOOHG WKH :LQNOHYRVV %LWFRLQ
7UXVW���� 7KH 6(& UHMHFWHG WKH UHTXHVW� RQFH DJDLQ FLWLQJ WKH QHHG ³WR SUHYHQW
IUDXGXOHQW DQG PDQLSXODWLYH DFWV DQG SUDFWLFHV DQG WR SURWHFW LQYHVWRUV DQG
WKH SXEOLF LQWHUHVW�´��� ,Q 6HSWHPEHU ����� WKH 6(& HQWHUHG D WHPSRUDU\
WUDGLQJ VXVSHQVLRQ LQ %LWFRLQ 7UDFNHU 2QH DQG (WKHU 7UDFNHU 2QH���� %\
DQQRXQFLQJ WKH VXVSHQVLRQ� WKH 6(& SRLQWHG RXW WR EURNHUV DQG GHDOHUV WKDW
WKH\ ³VKRXOG EH DOHUW WR WKH IDFW WKDW� SXUVXDQW WR 5XOH ��F���� XQGHU WKH
([FKDQJH $FW� DW WKH WHUPLQDWLRQ RI WKH WUDGLQJ VXVSHQVLRQ� QR TXRWDWLRQ PD\
EH HQWHUHG XQOHVV DQG XQWLO WKH\ KDYH VWULFWO\ FRPSOLHG ZLWK DOO RI WKH
SURYLVLRQV RI WKH UXOH�´���

,Q $XJXVW ����� &RLQEDVH��� DQQRXQFHG WKDW D EORFNFKDLQ VWDUWXS FDOOHG
6HFXULWL]H ZDV DSSURYHG E\ WKH 6(& WR EH D UHJLVWHUHG WUDQVIHU DJHQW���� 7KLV
ZLOO DOORZ 6HFXULWL]H WR WUDQVIHU GLJLWDO DVVHWV EHWZHHQ DFFRXQWV DQG EH

���� 6HH $VM\O\Q /RGHU� %LWFRLQ (7)V .HHS 7U\LQJ� 'HVSLWH 5HJXODWRUV¶ 5HMHFWLRQV� :$// 67� -�
�6HSW� ��� ������ KWWSV���ZZZ�ZVM�FRP�DUWLFOHV�ELWFRLQ�HWIV�NHHS�WU\LQJ�GHVSLWH�UHJXODWRUV�
UHMHFWLRQV����������� �³2QH FHQWUDO TXHVWLRQ FRQFHUQV WKH EDVLV RI DQ\ 6(& GHFLVLRQ RQ
FU\SWRFXUUHQF\ (7)V� 'RHV WKH FRPPLVVLRQ QHHG WR GHWHUPLQH WKDW FU\SWRFXUUHQFLHV DUH D
ZRUWKZKLOH LQYHVWPHQW IRU LQGLYLGXDO LQYHVWRUV� RU VKRXOG LW EH HQRXJK IRU IXQG ILUPV WR SURYLGH
FOHDU ZDUQLQJV DERXW WKH ULVNV"´��
���� 6HOI�5HJXODWRU\ 2UJDQL]DWLRQV� &ERH %=; ([FKDQJH� ,QF�� 2UGHU 'LVDSSURYLQJ D 3URSRVHG

5XOH &KDQJH WR /LVW DQG 7UDGH WKH 6KDUHV RI WKH *UDQLWH6KDUHV %LWFRLQ (7) DQG WKH *UDQLWH6KDUHV
6KRUW %LWFRLQ (7)� ([FKDQJH $FW 5HOHDVH 1R� ����� �$XJ� ��� ������
���� ,G� DW ��
���� 6HH LG�
���� 6HOI�5HJXODWRU\ 2UJDQL]DWLRQV� %DWV %=; ([FKDQJH� ,QF�� 2UGHU 'LVDSSURYLQJ D 3URSRVHG

5XOH &KDQJH� DV 0RGLILHG E\ $PHQGPHQWV 1R� � DQG �� WR %=; 5XOH ������H����� &RPPRGLW\�
%DVHG 7UXVW 6KDUHV� 7R /LVW DQG 7UDGH 6KDUHV ,VVXHG E\ WKH :LQNOHYRVV %LWFRLQ 7UXVW� ([FKDQJH
$FW 5HOHDVH 1R� ������ �� )HG� 5HJ� ����� �0DU� ��� ������
���� %LWFRLQ 7UDFNHU 2QH� ([FKDQJH $FW 5HOHDVH 1R� ������ ���� :/ ������� �6HSW� �� ������
���� ,G�
���� &RLQEDVH LV D ILUP WKDW DOORZV XVHUV WR EX\ DQG VHOO FU\SWRFXUUHQFLHV� $FFRUGLQJ WR LWV

ZHEVLWH� LW LV ³WKH HDVLHVW SODFH WR EX\� VHOO DQG PDQDJH \RXU FU\SWRFXUUHQF\ SRUWIROLR�´ &2,1%$6(�
KWWSV���ZZZ�FRLQEDVH�FRP� �ODVW YLVLWHG )HE� ��� ������
���� 7KH 6(& GHVFULEHV D WUDQVIHU DJHQW DV D ILUP WKDW UHFRUGV ³FKDQJHV RI RZQHUVKLS� PDLQWDLQ

WKH LVVXHU¶V VHFXULW\ KROGHU UHFRUGV� FDQFHO DQG LVVXH FHUWLILFDWHV� DQG GLVWULEXWH GLYLGHQGV� %HFDXVH
WUDQVIHU DJHQWV VWDQG EHWZHHQ LVVXLQJ FRPSDQLHV DQG VHFXULW\ KROGHUV� HIILFLHQW WUDQVIHU DJHQW
RSHUDWLRQV DUH FULWLFDO WR WKH VXFFHVVIXO FRPSOHWLRQ RI VHFRQGDU\ WUDGHV�´ 7UDQVIHU $JHQWV� 8�6� 6(&�
	 (;&+� &200¶1 �$SU� ��� ������ KWWSV���ZZZ�VHF�JRY�GLYLVLRQV�PDUNHWUHJ�
PUWUDQVIHU�VKWPO�
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FRPSOLDQW ZLWK UXOHV IRU KROGLQJ DVVHWV DQG SURWHFWLQJ FXVWRPHU DFFRXQWV����
7KLV LV D VWHS WRZDUGV UHJXODWLQJ WKH WUDQVIHU RI GLJLWDO DVVHWV DQG
FU\SWRFXUUHQFLHV� DQG LW LV D PHDQV WR HQKDQFH FXVWRPHU VHFXULW\�

$QRWKHU FKDOOHQJH WKH FU\SWRFXUUHQF\ LQGXVWU\ IDFHV LV FRPSO\LQJ ZLWK
DQWL�PRQH\ ODXQGHULQJ SURYLVLRQV� 7KH :DOO 6WUHHW -RXUQDO QRWHG�

7KH VWDQGDUGV� DGRSWHG LQ -XQH E\ WKH )LQDQFLDO $FWLRQ 7DVN )RUFH >)$7)@�
UHTXLUH FU\SWRFXUUHQF\ H[FKDQJHV� VRPH GLJLWDO ZDOOHW SURYLGHUV DQG RWKHU
ILUPV WR VHQG FXVWRPHU GDWD²LQFOXGLQJ QDPHV DQG DFFRXQW QXPEHUV²WR
LQVWLWXWLRQV UHFHLYLQJ WUDQVIHUV RI GLJLWDO IXQGV� VLPLODU WR D ZLUH WUDQVIHU DW
D EDQN� 7KH JRDO RI WKH VR�FDOOHG WUDYHO UXOH LV WR KHOS ODZ HQIRUFHPHQW WUDFN
VXVSLFLRXV DFWLYLW\� 7KH )$7) LV WKH JOREDO VWDQGDUG�VHWWHU IRU DQWL�PRQH\�
ODXQGHULQJ����

%HFDXVH RQH JRDO IRU XVLQJ FU\SWRFXUUHQFLHV LV WR PDLQWDLQ DQRQ\PLW\�
WKH PRQH\�ODXQGHULQJ UXOHV� DORQJ ZLWK ³NQRZ \RXU FXVWRPHU´
UHTXLUHPHQWV���� DUH OLNHO\ WR FXUWDLO KRZ LQGLYLGXDOV FDQ KLGH WKHLU
WUDQVDFWLRQV�

2QH ZD\ WR NHHS WKH 6(& DZD\ IURP UHJXODWLQJ FU\SWRFXUUHQFLHV ZRXOG
EH IRU &RQJUHVV WR UHPRYH LWV DXWKRULW\ WR UHJXODWH WKHP XQGHU WKH +RZH\
WHVW� $ ELOO LQWURGXFHG LQ WKH +RXVH RI 5HSUHVHQWDWLYHV� +�5� �������� ZRXOG
DPHQG 6HFWLRQ ��D���� RI WKH 6HFXULWLHV $FW RI ���� WR UHPRYH D ³GLJLWDO
WRNHQ´ IURP WKH GHILQLWLRQ RI D VHFXULW\� 7KDW ZRXOG HIIHFWLYHO\ EDU WKH 6(&
IURP XVLQJ WKH +RZH\ WHVW WR UHTXLUH WKDW ,&2V DQG %LWFRLQ (7)V EH
UHJLVWHUHG ZLWK WKH 6(& EHIRUH EHLQJ VROG WR LQYHVWRUV� :KHWKHU WKDW LV D
VRXQG LGHD LV FHUWDLQO\ DQ RSHQ TXHVWLRQ EHFDXVH FU\SWRFXUUHQFLHV KDYH
VKRZQ WKHPVHOYHV WR EH D KDQG\ PHDQV WR HQJDJH LQ IUDXGXOHQW DFWLRQ DQG
HYHQ PDUNHW PDQLSXODWLRQ� :LWKRXW D VR�FDOOHG FRS RQ WKH FU\SWRFXUUHQF\

���� 6HH 1LFKRODV 0DULQRII� &RLQEDVH�EDFNHG 6HFXULWL]H JHWV 6(& $SSURYDO WR 5HFRUG 'LJLWDO
6HFXULWLHV� '(&5<37 �$XJ� ��� ������ KWWSV���GHFU\SW�FR������FRLQEDVH�EDFNHG�VHFXULWL]H�JHWV�VHF�
DSSURYDO�UHFRUG�GLJLWDO�VHFXULWLHV�
���� .ULVWLQ %URXJKWRQ� &U\SWR )LUPV $VVHVV +RZ WR &RPSO\ ZLWK $QWL�0RQH\�/DXQGHULQJ

6WDQGDUGV� :$// 67� -� �6HSW� ��� ������ KWWSV���ZZZ�ZVM�FRP�DUWLFOHV�FU\SWR�ILUPV�DVVHVV�KRZ�
WR�FRPSO\�ZLWK�DQWL�PRQH\�ODXQGHULQJ�VWDQGDUGV�������������
���� 8QGHU 5XOHV LVVXHG E\ WKH )LQDQFLDO &ULPHV (QIRUFHPHQW 1HWZRUN� ³NQRZ \RXU FXVWRPHU´

UXOHV UHTXLUH WKH IROORZLQJ IRXU HOHPHQWV� �D� LGHQWLI\LQJ DQG YHULI\LQJ WKH LGHQWLW\ RI FXVWRPHUV�
�E� LGHQWLI\LQJ DQG YHULI\LQJ WKH LGHQWLW\ RI ³EHQHILFLDO RZQHUV´ RI FXVWRPHUV WKDW DUH OHJDO HQWLWLHV�
�F� XQGHUVWDQGLQJ WKH QDWXUH DQG SXUSRVH RI FXVWRPHU UHODWLRQVKLSV� DQG �G� FRQGXFWLQJ RQJRLQJ
PRQLWRULQJ WR PDLQWDLQ DQG XSGDWH FXVWRPHU LQIRUPDWLRQ DQG LGHQWLI\ VXVSLFLRXV WUDQVDFWLRQV� 6HH
,QIRUPDWLRQ RQ &RPSO\LQJ ZLWK WKH &XVWRPHU 'XH 'LOLJHQFH �&''� )LQDO 5XOH� ),1� &5,0(6
(1)25&(0(17 1(7:25. ������� KWWSV���ZZZ�ILQFHQ�JRY�UHVRXUFHV�VWDWXWHV�DQG�UHJXODWLRQV�FGG�
ILQDO�UXOH� �� 8�6�&� � �����J���� SURYLGHV� ³>W@KH 6HFUHWDU\ PD\ UHTXLUH DQ\ ILQDQFLDO LQVWLWXWLRQ�
DQG DQ\ GLUHFWRU� RIILFHU� HPSOR\HH� RU DJHQW RI DQ\ ILQDQFLDO LQVWLWXWLRQ� WR UHSRUW DQ\ VXVSLFLRXV
WUDQVDFWLRQ UHOHYDQW WR D SRVVLEOH YLRODWLRQ RI ODZ RU UHJXODWLRQ�´ �� 8�6�&� � �����J���� �������
���� 7RNHQ 7D[RQRP\ $FW RI ����� +�5� ����� ���WK &RQJ� ������� 7KH ELOO KDV VHYHQ FR�

VSRQVRUV²IRXU 'HPRFUDWV DQG WKUHH 5HSXEOLFDQV²MRLQLQJ 5HSXEOLFDQ 5HSUHVHQWDWLYH :DUUHQ
'DYLGVRQ LQ VSRQVRULQJ WKH OHJLVODWLRQ� :KHWKHU LW ZLOO JHW WKURXJK WKH +RXVH )LQDQFLDO 6HUYLFHV
&RPPLWWHH� ZKLFK KDV VKRZQ D UDWKHU GLVWLQFW KRVWLOLW\ WRZDUG )DFHERRN¶V /LEUD SURSRVDO� LV YHU\
PXFK DQ RSHQ TXHVWLRQ� %URXJKWRQ� VXSUD QRWH ����
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EHDW� LQYHVWRUV PD\ EH H[SRVHG WR D UDQJH RI FRQGXFW WKDW LV GHVLJQHG WR
VHSDUDWH WKHP IURP WKHLU PRQH\� ,V WKDW D JRRG WKLQJ"

,9� &21&/86,21
6KRXOG WKH 6(& FRQWLQXH WR UHJXODWH FU\SWRFXUUHQFLHV" 7KDW TXHVWLRQ LV

QRW HDV\ WR DQVZHU� $V VHHQ DERYH� WKHUH KDYH EHHQ HQRXJK IUDXGXOHQW
RIIHULQJV RI FU\SWRFXUUHQFLHV WKDW UHTXLUHV DW OHDVW VRPH IHGHUDO SUHVHQFH LQ
WKLV DUHD WR SUHYHQW LQYHVWRUV IURP EHLQJ WDNHQ E\ VFDP DUWLVWV� 7KH 6(& PD\
QRW EH HTXLSSHG WR GHDO ZLWK QHZ GHYHORSPHQWV LQ WKH XVH RI EORFNFKDLQ� ,Q
D VWDWHPHQW IURP WKH 6(&¶V 'LYLVLRQ RI 7UDGLQJ DQG 0DUNHWV DQG WKH
)LQDQFLDO ,QGXVWU\ 5HJXODWRU\ $XWKRULW\� ,QF� �),15$����� WKH\ WDNH WKH
SRVLWLRQ WKDW�

$Q HQWLW\ WKDW EX\V� VHOOV� RU RWKHUZLVH WUDQVDFWV RU LV LQYROYHG LQ HIIHFWLQJ
WUDQVDFWLRQV LQ GLJLWDO DVVHW VHFXULWLHV IRU FXVWRPHUV RU LWV RZQ DFFRXQW LV
VXEMHFW WR WKH IHGHUDO VHFXULWLHV ODZV� DQG PD\ EH UHTXLUHG WR UHJLVWHU ZLWK
WKH &RPPLVVLRQ DV D EURNHU�GHDOHU DQG EHFRPH D PHPEHU RI DQG FRPSO\
ZLWK WKH UXOHV RI D VHOI�UHJXODWRU\ RUJDQL]DWLRQ �³652´�� ZKLFK LQ PRVW
FDVHV LV ),15$����

7KH UHJLVWUDWLRQ UHTXLUHPHQW DV EURNHU�GHDOHU DQG FRPSOLDQFH ZLWK
),15$¶V UXOHV PDNHV LW DQ H[SHQVLYH SURSRVLWLRQ WR KROG DQG DGPLQLVWHU
GLJLWDO ZDOOHWV KROGLQJ FU\SWRFXUUHQFLHV IRU WKRVH ZKR GHDO ZLWK
FU\SWRFXUUHQFLHV� 7KLV H[SHQVH DORQH PLJKW EH HQRXJK WR GLVFRXUDJH ILUPV
IURP WU\LQJ WR PHHW WKH UHJXODWRU\ UHTXLUHPHQWV�

6(& &RPPLVVLRQHU� +HVWHU 3HLUFH� QRWHG WKDW WKH DJHQF\ VKRXOG DFW PRUH
OLNH D OLIHJXDUG RQ WKH EHDFK� VWDWLQJ�

2Q D EHDFK� WKH OLIHJXDUG ZDWFKHV RYHU ZKDW LV KDSSHQLQJ� EXW VKH LV QRW
VLWWLQJ ZLWK VDQGFDVWOH EXLOGHUV PRQLWRULQJ WKHLU HYHU\ GHVLJQ GHFLVLRQ�
)URP KHU SHUFK RQ WKH OLIHJXDUG VWDQG� VKH FDQ VSRW GDQJHURXV DFWLYLW\ DQG
LQWHUYHQH ZLWK D EORZ RI WKH ZKLVWOH RU� LI QHFHVVDU\� D GLUHFW LQWHUYHQWLRQ�
6KH DOZD\V VWDQGV UHDG\ WR DQVZHU TXHVWLRQV DERXW WKH UXOHV RI WKH EHDFK�
6KH SXWV XS WKH UHG IODJ WR ZDUQ RI GDQJHURXV ULSWLGHV RU VKDUNV����

6KRXOG WKH 6(& RQO\ DFW DV D OLIHJXDUG� RU LV WKHUH D PRUH SURDFWLYH UROH
WKH DJHQF\ VKRXOG WDNH" &KDLUPDQ -D\ &OD\WRQ KDV WDNHQ D PRUH DFWLYLVW

���� ³),15$ LV DXWKRUL]HG E\ &RQJUHVV WR SURWHFW $PHULFD¶V LQYHVWRUV E\ PDNLQJ VXUH WKH
EURNHU�GHDOHU LQGXVWU\ RSHUDWHV IDLUO\ DQG KRQHVWO\� >,W@ RYHUVHH>V@ PRUH WKDQ ������� EURNHUV DFURVV
WKH FRXQWU\²DQG DQDO\]H>V@ ELOOLRQV RI GDLO\ PDUNHW HYHQWV�´ $ERXW ),15$�
KWWSV���ZZZ�ILQUD�RUJ�DERXW �ODVW YLVLWHG $SU� �� ������
���� -RLQW 6WDII 6WDWHPHQW RQ %URNHU�'HDOHU &XVWRG\ RI 'LJLWDO $VVHW 6HFXULWLHV� 'LY� RI 7UDGLQJ

DQG 0NWV� 8�6� 6HF� 	 ([FK� &RPP¶Q� DQG 2IILFH RI *HQ� &RXQVHO� )LQ� ,QGXVWU\ 5HJXODWRU\ $XWK�
�-XO\ �� ������ KWWSV���ZZZ�VHF�JRY�QHZV�SXEOLF�VWDWHPHQW�MRLQW�VWDII�VWDWHPHQW�EURNHU�GHDOHU�
FXVWRG\�GLJLWDO�DVVHW�VHFXULWLHV�
���� +HVWHU 0� 3HLUFH� &RPP¶U� 8�6� 6HF� 	 ([FK� &RPP¶Q� %HDFKHV DQG %LWFRLQ� 5HPDUNV

%HIRUH WKH 0HGLFL &RQIHUHQFH �0D\ �� ������ KWWSV���ZZZ�VHF�JRY�QHZV�VSHHFK�VSHHFK�SHLUFH�
�������
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SRVLWLRQ� +H QRWHG LQ D SROLF\ VWDWHPHQW WKDW ³>D@ QXPEHU RI FRQFHUQV KDYH
EHHQ UDLVHG UHJDUGLQJ WKH FU\SWRFXUUHQF\ DQG ,&2 PDUNHWV� LQFOXGLQJ WKDW� DV
WKH\ DUH FXUUHQWO\ RSHUDWLQJ� WKHUH LV VXEVWDQWLDOO\ OHVV LQYHVWRU SURWHFWLRQ
WKDQ LQ RXU WUDGLWLRQDO VHFXULWLHV PDUNHWV� ZLWK FRUUHVSRQGLQJO\ JUHDWHU
RSSRUWXQLWLHV IRU IUDXG DQG PDQLSXODWLRQ�´��� ,Q DQ DSSHDUDQFH RQ &1%& RQ
6HSWHPEHU �� ����� 0U� &OD\WRQ VWDWHG WKDW D %LWFRLQ (7) LV ³>D@Q HYHQ KDUGHU
TXHVWLRQ JLYHQ WKDW WKH\ WUDGH RQ ODUJHO\ XQUHJXODWHG H[FKDQJHV LV KRZ FDQ
ZH EH VXUH WKDW WKRVH SULFHV DUHQ¶W VXEMHFW WR VLJQLILFDQW PDQLSXODWLRQ" � � �
3HRSOH QHHGHG WR DQVZHU WKHVH KDUG TXHVWLRQV IRU XV WR EH FRPIRUWDEOH WKDW
WKLV ZDV WKH DSSURSULDWH NLQG RI SURGXFW�´��� ,I PDQLSXODWLRQ DQG IDOVH
SURPLVHV LQ ,&2V DUH WKH SUREOHP� WKHQ WKHUH UHDOO\ DUH VKDUNV LQ WKH ZDWHU
WKDW WKH OLIHJXDUG KDV WR ZDUQ LQYHVWRUV WR DYRLG�

7KHUH LV QR FOHDU DQVZHU WR ZKR VKRXOG UHJXODWH FU\SWRFXUUHQFLHV� 7KH\
DUH D QHZ IRUP RI LQYHVWPHQW WKDW SURPLVHV� SHUKDSV� WR SURYLGH EHQHILWV WR
WKRVH ZKR GR QRW KDYH DFFHVV WR WKH EDQNLQJ V\VWHP� %XW WKH\ DUH DOVR D IHUWLOH
ILHOG IRU VFDPV ZKHQ LQYHVWRUV FDQ EH KRRGZLQNHG LQWR SXWWLQJ PRQH\ LQWR D
FU\SWRFXUUHQF\ WKDW PD\ QHYHU KDYH DQ\ UHDO YDOXH RU H[LVW DW DOO� 'HVLJQDWLQJ
WKHP DV VHFXULWLHV KDV WKH EHQHILW RI DOORZLQJ WKH 6(& WR SOD\ DW OHDVW VRPH
UROH LQ SROLFLQJ WKH IUDXGV DQG PDQLSXODWLRQV WKDW DUH OLNHO\ WR DULVH LQ WKLV
ILHOG� :KHWKHU WKH 6(& LV HTXLSSHG WR RYHUVHH DQ DUHD RI PRUH WKDQ �����
FU\SWRFXUUHQFLHV DV RI $XJXVW ���� UDLVHV DQ LQWHUHVWLQJ TXHVWLRQ UHJDUGLQJ
LWV UHVRXUFHV WR DGHTXDWHO\ SROLFH WKLV DUHD� &U\SWRFXUUHQFLHV ZHUH GHVLJQHG
WR DYRLG JRYHUQPHQW RYHUVLJKW� EXW WKH KRSH WKDW WKH\ ZLOO H[LVW LQ D µ:LOG
:HVW¶ LQ WKH IXWXUH LV GXELRXV DW EHVW� ,W PD\ EH WKDW UHVRXUFH FRQVWUDLQWV DUJXH
LQ IDYRU RI KDYLQJ D VHSDUDWH UHJXODWRU IRU FU\SWRFXUUHQFLHV VR WKDW WKH\ FDQ
GHYHORS LQ D PDQQHU WKDW ERWK SURWHFWV WKRVH ZKR SXUFKDVH WKHP DQG SUHYHQWV
WKH W\SHV RI IUDXGV WKH\ VHHP WR DWWUDFW�

���� 6WDWHPHQW RI &KDLUPDQ &OD\WRQ� VXSUD QRWH ����
���� :LOOLDP )R[OH\� 6(& &KDLU &OD\WRQ� :RXOG�%H %LWFRLQ (7)V +DYH µ:RUN /HIW WR %H 'RQH¶�

&2,1'(6. �6HSW� �� ������ KWWSV���ZZZ�FRLQGHVN�FRP�VHF�FKDLU�FOD\WRQ�ZRXOG�EH�ELWFRLQ�HWIV�
KDYH�ZRUN�OHIW�WR�EH�GRQH�
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