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$%675$&7
6LQFH WKH DGRSWLRQ RI 6HFWLRQ ���$ RI WKH 6HFRQG 5HVWDWHPHQW RI 7RUWV�

HYHU\ SDUW\ LQ D SURGXFW¶V GLVWULEXWLRQ FKDLQ KDV EHHQ SRWHQWLDOO\ OLDEOH IRU
LQMXULHV FDXVHG E\ SURGXFW GHIHFWV� &RQVXPHUV ZKR EX\ IURP UHSXWDEOH
VHOOHUV DUH DOPRVW DOZD\V JXDUDQWHHG WR KDYH D VROYHQW GHIHQGDQW LI LQMXUHG
E\ D SURGXFW GHIHFW� $PD]RQ� WKRXJK UHVSRQVLEOH IRU D YDVW QXPEHU RI UHWDLO
VDOHV� KDV VRXJKW WR DYRLG OLDELOLW\ E\ FODLPLQJ WKDW LW LV QRW D VHOOHU EXW D
QHXWUDO SODWIRUP WKDW PHUHO\ IDFLOLWDWHV WKLUG�SDUW\ VDOHV WR FRQVXPHUV� :LWK
WZR VLJQLILFDQW H[FHSWLRQV� PRVW FRXUWV KDYH VLGHG ZLWK $PD]RQ DQG
FRQFOXGHG WKDW $PD]RQ LV QRW D ³VHOOHU´ XQGHU 6HFWLRQ ���$� 7KHVH FRXUWV
KDYH OHIW LQMXUHG FRQVXPHUV ZLWKRXW D UHPHG\ DJDLQVW LQVROYHQW RU IO\ E\ QLJKW
WKLUG�SDUW\ VHOOHUV� $OO RI WKH GHFLGHG FDVHV KDYH IDLOHG WR H[DPLQH WKH
QXDQFHV DQG FRPSOH[LW\ RI KRZ $PD]RQ GRHV EXVLQHVV� 7KLV $UWLFOH SXWV WKH
OLH WR $PD]RQ¶V FODLP WKDW LW LV QRW D VHOOHU E\ GHPRQVWUDWLQJ KRZ $PD]RQ
FRQWUROV WKLUG�SDUW\ VDOHV DQG KLGHV LWV WUXH UROH IURP FRQVXPHUV�

,1752'8&7,21
6LQFH WKH DGRSWLRQ RI 6HFWLRQ ���$ RI WKH 6HFRQG 5HVWDWHPHQW RI 7RUWV�

LQ ����� HYHU\ SDUW\ LQ D SURGXFW¶V GLVWULEXWLRQ FKDLQ KDV EHHQ SRWHQWLDOO\
OLDEOH IRU SURGXFW GHIHFWV�� 7KH IXQGDPHQWDO SULQFLSOH LV WKDW D PDQXIDFWXUHU
VKRXOG EHDU WKH FRVW RI WKH GHIHFWLYH SURGXFWV LW SURGXFHV� 7KDW IDLOLQJ� WKH
SDUWLHV WKDW SXW WKH SURGXFW LQWR WKH FRQVXPHU PDUNHWSODFH VKRXOG EHDU
UHVSRQVLELOLW\ IRU WKHLU UROH LQ WKH VDOH� ,Q VRPH VWDWHV� QRQ�PDQXIDFWXUHUV DUH
H[FXVHG IURP OLDELOLW\� EXW RQO\ LI WKH PDQXIDFWXUHU LV VROYHQW DQG VXEMHFW WR
WKH MXULVGLFWLRQ RI WKH FRXUW �DQG HYHQ WKHQ� WKH VHOOHU LV OLDEOH LI QHJOLJHQW���


 'DYLG 0� %DUVH 3URIHVVRU RI /DZ� DQG $VVRFLDWH 'HDQ IRU 5HVHDUFK DQG 6FKRODUVKLS�
%URRNO\Q /DZ 6FKRRO�



 ,UZLQ DQG -LOO &RKHQ 3URIHVVRU RI /DZ� %URRNO\Q /DZ 6FKRRO� 7KH DXWKRUV ZRXOG OLNH WR
WKDQN 1LFKRODV &XQKD IRU KLV DEOH UHVHDUFK DVVLVWDQFH� 0LVWDNHV DUH� RI FRXUVH� RXUV DORQH�

�� 5(67$7(0(17 �6(&21'� 2) 72576 � ���$ FPW� F �$0� /$: ,167� ������ &RPPHQW F
LPSRVHV VWULFW OLDELOLW\ IRU DQ\ VHOOHU RI D GHIHFWLYH SURGXFW� ,G� /LDELOLW\ IRU QRQ�PDQXIDFWXULQJ
VHOOHUV LV VSHFLILFDOO\ FRYHUHG LQ FRPPHQW H DQG WKH UHSRUWHU¶V QRWH RI 6HFWLRQ � RI WKH 5HVWDWHPHQW
�7KLUG� RI 7RUWV� 3URGXFWV /LDELOLW\� 6HH 5(67$7(0(17 �7+,5'� 2) 72576� 352'6� /,$%� � � FPW�
H �$0� /$: ,167� ������ 5(67$7(0(17 �7+,5'� 2) 72576� 352'6� /,$%� � � UHSRUWHU¶V QRWH DW
��� �$0� /$: ,167� ������

�� /HJLVODWLRQ SURYLGLQJ IRU LPPXQLW\ IURP VWULFW OLDELOLW\ IRU QRQ�PDQXIDFWXUHUV ZDV ILUVW
SURSRVHG E\ WKH 0RGHO 8QLIRUP 3URGXFW /LDELOLW\ $FW � ���� �� )HG� 5HJ� ������� ������� 0DQ\
VWDWHV KDYH DGRSWHG WKH SURSRVDO WKDW FRQGLWLRQV LPPXQLW\ IURP VWULFW OLDELOLW\ RQ WKH DELOLW\ RI WKH
SODLQWLII WR DWWDLQ MXULVGLFWLRQ RYHU WKH PDQXIDFWXUHU DQG WKH VROYHQF\ RI WKH PDQXIDFWXUHU� ZLWK D
VPDOO QXPEHU RI H[FHSWLRQV� )RU D OLVW RI VWDWHV VHH 5(67$7(0(17 �7+,5'� 2)72576� 352'6� /,$%�
5(67$7(0(17 � � UHSRUWHU¶V QRWH DW ��� 6HH DOVR -$0(6 $� +(1'(5621� -5�� $$521 '� 7:(56.,
	 '28*/$6 $� .<6$5� 352'8&76 /,$%,/,7<� 352%/(06 $1' 352&(66� ��±�� ��WK HG� ������
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%\ GHVLJQ� ZKHQ D SODLQWLII SXUFKDVHV D GHIHFWLYH SURGXFW IURP D UHSXWDEOH
VHOOHU� WKH OLNHOLKRRG WKDW D SODLQWLII ZRXOG QRW KDYH D VROYHQW GHIHQGDQW LV
UHPRWH� 7KHUHIRUH� LQ DQ\ SURGXFWV WUDQVDFWLRQ� LW LV FUXFLDO WR NQRZ WKH
LGHQWLW\ RI \RXU VHOOHU� ,V LW $SSOH� RU VRPH QDPHOHVV SHUVRQ VHOOLQJ IURP WKH
EDFN RI D WUXFN"

%HIRUH WKH DGYHQW RI WKH LQWHUQHW� UHDO ZRUOG VLJQDOV LQVXUHG WKDW WKLV
LQIRUPDWLRQ ZDV UHDVRQDEO\ WUDQVSDUHQW� $PD]RQ DQG D YDULHW\ RI RWKHU
RQOLQH SODWIRUPV FKDQJH DOO RI WKDW� ,W LV D FUXHO WUXWK RI WKH UHWDLO ZRUOG WKDW
RQOLQH SODWIRUPV DUH SXWWLQJ WUHPHQGRXV SUHVVXUH RQ EULFN�DQG�PRUWDU
UHWDLOHUV� 7R\V ³5´ 8V DQG 6HDUV DUH WKH PRVW SURPLQHQW UHFHQW EDQNUXSWF\
ILOLQJV� EXW DQRWKHU WZHOYH UHWDLOHUV HQWHUHG EDQNUXSWF\ LQ WKH ILUVW TXDUWHU RI
������ 0HDQZKLOH� $PD]RQ¶V VWRFN SULFH KDV TXDGUXSOHG LQ WKH ODVW ILYH
\HDUV�� )RU EHWWHU RU IRU ZRUVH� JRRGV DUH LQFUHDVLQJO\ VROG RQOLQH UDWKHU WKDQ
LQ VWRUHV�

%XW ZKR DUH \RX GHDOLQJ ZLWK ZKHQ \RX EX\ JRRGV RQ $PD]RQ" ,W LV QRW
DOZD\V FOHDU� $PD]RQ LWVHOI" $ FKDLQ VWRUH" $ ORFDO PHUFKDQW" $ IO\�E\�
QLJKW PDQXIDFWXUHU RI FKHDS JRRGV LQ D IRUHLJQ FRXQWU\"� 7KLV LV LPSRUWDQW
EHFDXVH P\ULDG SURGXFWV DUH VROG WKURXJK $PD]RQ� 6RPH RI WKHP H[SORGH
FDXVLQJ VHULRXV LQMXU\� ([DPSOHV RI SURGXFWV FDXVLQJ LQMXULHV LQFOXGH
FHOOSKRQH FKDUJHUV�� HOHFWURQLF FLJDUHWWHV�� DQG KRYHUERDUGV�� 7KHVH FDVHV
KDYH SXW WKLV TXHVWLRQ VTXDUHO\� DVNLQJ ³,V $PD]RQ D VHOOHU IRU SXUSRVHV RI
SURGXFW OLDELOLW\"´ 5HJUHWWDEO\� XQWLO UHFHQWO\� WKH DQVZHU E\ DOO FRXUWV� KDG
EHHQ D UHVRXQGLQJ ³1R�´�

�� 7KRPDV %DUUDEL� 5HWDLO $SRFDO\SVH� 3LHU � DQG WKH 2WKHU 5HWDLOHUV &ORVLQJ� )LOLQJ IRU
%DQNUXSWF\� )2; %86� �6HSW� ��� ������ KWWSV���ZZZ�IR[EXVLQHVV�FRP�UHWDLO�IHDWXUHV�UHWDLO�
DSRFDO\SVH�EDQNUXSWF\�VWRUHV�FORVLQJ�

�� 6HH $PD]RQ 6WRFN 3ULFH� *22*/(� KWWSV���ZZZ�JRRJOH�FRP�VHDUFK"FOLHQW VDIDUL	UOV
 HQ	T DPD]RQ�VWRFN�SULFH	LH 87)��	RH 87)�� �ODVW YLVLWHG -DQ� ��� ������

�� 6HH LQIUD )LJXUH ��
�� $QGUHD 3HWHUVRQ�:K\ 7KRVH 6DPVXQJ %DWWHULHV ([SORGHG� :$6+� 3267� 7+(6:,7&+ �6HSW�

��� ����� ����� $0�� KWWSV���ZZZ�ZDVKLQJWRQSRVW�FRP�QHZV�WKH�VZLWFK�ZS������������ZK\�
WKRVH�VDPVXQJ�EDWWHULHV�H[SORGHG�"XWPBWHUP �FGF�E��FF���� $ODQD 6DPXHOV� :KHQ <RXU
$PD]RQ 3XUFKDVH ([SORGHV� $7/$17,& �$SU� ��� ������ KWWSV���ZZZ�WKHDWODQWLF�FRP�WHFKQRORJ\�
DUFKLYH���������OLWKLXP�LRQ�EDWWHULHV�DPD]RQ�DUH�H[SORGLQJ�������� �KHUHLQDIWHU $PD]RQ
([SORGHV��

�� $PD]RQ ([SORGHV� VXSUD QRWH �� 5HJLQD %R\OH :KHHOHU� 7KH 9DSH 'HEDWH� :KDW <RX 1HHG
WR .QRZ� :(%0' �-XO\ ��� ������ KWWSV���ZZZ�ZHEPG�FRP�VPRNLQJ�FHVVDWLRQ�IHDWXUHV�YDSH�
GHEDWH�HOHFWURQLF�FLJDUHWWHV���

�� 6HH )R[ Y� $PD]RQ�FRP� ,QF�� ��� )��G ���� ��� ��WK &LU� ����� �DSSO\LQJ 7HQQHVVHH ODZ��
�� 6HH &DUSHQWHU Y� $PD]RQ�FRP� ,QF�� 1R� ��& ����� ���� :/ �������� DW 
�±� �1�'� &DO�

0DUFK ��� ����� �DSSO\LQJ &DOLIRUQLD ODZ�� 6WLQHU Y� $PD]RQ�FRP� ,QF�� ��� 1�(��G ���� ��� �2KLR
&W� $SS� ����� �DSSO\LQJ 2KLR ODZ�� (EHUKDUW Y� $PD]RQ�FRP� ,QF�� ��� )� 6XSS� �G ���� ���±���
�6�'�1�< ����� �DSSO\LQJ 1HZ <RUN ODZ�� $OOVWDWH 1�-� ,QV� &R� Y $PD]RQ�FRP� ,QF�� 1R� �� &
����� ���� :/ �������� DW 
�±�� �'�1�-� -XO\ ��� ����� �DSSO\LQJ 1HZ -HUVH\ ODZ�� )R[ Y�
$PD]RQ�FRP� ,QF�� ����:/ �������� DW 
� �0�'� 7HQQ� 0D\ ��� ����� �DSSO\LQJ 7HQQHVVHH ODZ��
DII¶G LQ SDUW� DQG UHY¶G LQ SDUW� )R[ Y� $PD]RQ�FRP� ,QF�� ��� )��G ���� ��� ��WK &LU� ����� �$PD]RQ
LV QRW D VHOOHU EXW PD\ EH OLDEOH EHFDXVH WKH\ IDLOHG WR ZDUQ DERXW WKH ULVNV RI KRYHUERDUGV�� (ULH
,QV� &R� Y� $PD]RQ�FRP ,QF�� ���� :/ �������� DW 
�±� �'� 0G� -DQ� ��� ����� �DSSO\LQJ
0DU\ODQG ODZ�� *DUEHU Y� $PD]RQ�FRP� ,QF�� 1R� �� & ���� ���� :/ ������� �1�'� ,OO� �����



����@ $PD]RQ DV �6HOOHU� ���

2EHUGRUI Y� $PD]RQ�FRP LOOXVWUDWHV ERWK WKH PDMRULW\ YLHZ �DW WULDO� DQG
�SULRU WR EHLQJ YDFDWHG SUHFHGLQJ HQ EDQF UHYLHZ� FRQVWLWXWHG WKH RQH
H[FHSWLRQ RQ DSSHDO� +HDWKHU 2EHUGRUI SXUFKDVHG D GRJ FROODU RQ
$PD]RQ�FRP��� 0V� 2EHUGRUI DOOHJHG WKDW WKH FROODU IDLOHG� FDXVLQJ WKH GRJ¶V
OHDVK WR UHWUDFW� VWULNLQJ KHU LQ WKH H\H UHVXOWLQJ LQ SHUPDQHQW LQMXU\���
$PD]RQ GHIHQGHG� VD\LQJ WKDW WKH\ ZHUH QRW WKH VHOOHU EXW KDG PHUHO\
IDFLOLWDWHG WKH WUDQVDFWLRQ IRU D ILUP FDOOHG ³7KH )XUU\ *DQJ�´ QRZ QRZKHUH
WR EH IRXQG��� $W WKH WULDO OHYHO� D IHGHUDO GLVWULFW FRXUW LQWHUSUHWHG ERWK
3HQQV\OYDQLD DQG IHGHUDO ODZ WR VLGH ZLWK $PD]RQ� VD\LQJ WKDW 0V� 2EHUGRUI
FRXOG QRW VWDWH D FODLP XQGHU SURGXFW OLDELOLW\ ODZ DJDLQVW $PD]RQ EHFDXVH LW
ZDV QRW WKH VHOOHU��� )XUWKHU� $PD]RQ ZDV SURWHFWHG E\ 6HFWLRQ ��� RI WKH
&RPPXQLFDWLRQV 'HFHQF\ $FW WKDW LQVXODWHV LQWHUQHW SODWIRUPV IURP OLDELOLW\
IRU VWDWHPHQWV RI WKLUG�SDUW\ FRQWHQW SURYLGHUV��� 7DNHQ WRJHWKHU� WKHVH
FRQFOXVLRQV OHIW 0V� 2EHUGRUI XWWHUO\ ZLWKRXW UHFRXUVH� 3DUDGR[LFDOO\� WKH
VDPH ZRXOG QRW KDYH EHHQ WUXH LI VKH KDG SXUFKDVHG WKH VDPH OHDVK DW
3HW6PDUW� %ULFN�DQG�PRUWDU PHUFKDQWV DUH DQVZHUDEOH WR WKHLU FXVWRPHUV���
$PD]RQ� DSSDUHQWO\� LV QRW� ,Q WKH PRGHUQ H�FRPPHUFH HQYLURQPHQW� WKLV
GLVWLQFWLRQ LV XQWHQDEOH DQG� LQ $PD]RQ¶V FDVH� PLVOHDGLQJ� 5HFRJQL]LQJ WKLV�
WKH 7KLUG &LUFXLW UHYHUVHG��� +RZHYHU� WKH 7KLUG &LUFXLW¶V SDQHO RSLQLRQ LV DQ
RXWOLHU� 7KH ILUVW VHYHQ FRXUWV WR GHDO ZLWK ZKHWKHU $PD]RQ ZDV D VHOOHU

�DSSO\LQJ ,OOLQRLV ODZ�� VHH DOVR 0LOR 	 *DEE\ //& Y� $PD]RQ�FRP� ,QF�� ��� )� $SS¶[ ���� ���
�)HG� &LU� ����� �KROGLQJ WKDW $PD]RQ LV QRW D ³VHOOHU´ XQGHU WKH &RS\ULJKW $FW� �� 8�6�&� � �����

��� 2EHUGRUI Y� $PD]RQ�FRP� ,QF� �2EHUGRUI ,�� ��� )� 6XSS� �G ���� ���±�� �0�'� 3D� �����
�DSSO\LQJ 3HQQV\OYDQLD ODZ�� UHY�¶G 2EHUGRUI Y� $PD]RQ�FRP� ,QF� �2EHUGRUI ,,�� ��� )��G ����
���±�� ��UG &LU� ������ UHK¶J JUDQWHG� RSLQLRQ YDFDWHG� 2EHUGRUI Y� $PD]RQ�FRP� ,QF�� ��� )��G
���� ��� ��G &LU� ������ 6LQFH 2EHUGRUI� RQH WULDO FRXUW KDV IROORZHG WKH 2EHUGRUI UHDVRQLQJ� 6HH
6WDWH )DUP )LUH DQG &DV� &R� Y� $PD]RQ�FRP� ,QF�� ��� )� 6XSS� �G ���� ���±�� �:�'�:LVF� ������

��� 2EHUGRUI �,�� ��� )� 6XSS� �G DW ����
��� ,G� DW ���±���
��� ,G� DW ����
��� ,G� DW ���±���
��� 5(67$7(0(17 �6(&21'� 2) 72576 � ���$ FPW� F �$0� /$: ,167� ������ &RPPHQW F

LPSRVHV VWULFW OLDELOLW\ IRU DQ\ VHOOHU RI D GHIHFWLYH SURGXFW� ,G�
��� 2Q DSSHDO� WKH 7KLUG &LUFXLW UHYHUVHG WKH 2EHUGRUI , RSLQLRQ� UHO\LQJ KHDYLO\ RQ D

3HQQV\OYDQLD 6XSUHPH &RXUW GHFLVLRQ WKDW KHOG WKDW WKDW ZKHWKHU RQH LV D VHOOHU IRU WKH SXUSRVHV RI
VWULFW OLDELOLW\ VKRXOG FRQVLGHU WKH IROORZLQJ IRXU IDFWRUV�

��� :KHWKHU WKH DFWRU LV WKH ³RQO\ PHPEHU RI WKH PDUNHWLQJ FKDLQ DYDLODEOH WR WKH
LQMXUHG SODLQWLII IRU UHGUHVV´�

��� :KHWKHU ³LPSRVLWLRQ RI VWULFW OLDELOLW\ XSRQ WKH >DFWRU@ VHUYHV DV DQ LQFHQWLYH WR
VDIHW\´�

��� :KHWKHU WKH DFWRU LV ³LQ D EHWWHU SRVLWLRQ WKDQ WKH FRQVXPHU WR SUHYHQW WKH
FLUFXODWLRQ RI GHIHFWLYH SURGXFWV´� DQG

��� :KHWKHU ³>W@KH >DFWRU@ FDQ GLVWULEXWH WKH FRVW RI FRPSHQVDWLQJ IRU LQMXULHV UHVXOWLQJ
IURP GHIHFWV E\ FKDUJLQJ IRU LW LQ KLV EXVLQHVV� L�H�� E\ FKDUJLQJ IRU LW LQ KLV EXVLQHVV�
L�H�� E\ DGMXVWPHQW RI WKH UHQWDO WHUPV�´

2EHUGRUI ,,� ��� )��G DW ���±��� 6LQFH 2EHUGRUI ,,� RQH WULDO FRXUW KDV IROORZHG WKH 2EHUGRUI ,,
UHDVRQLQJ� 6HH 6WDWH )DUP )LUH DQG &DV� &R� Y� $PD]RQ�FRP� ,QF�� ��� )� 6XSS� �G ���� ���±��
�:�'� :LVF� ������



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

PDWFKHG WKH UHVXOW RI WKH WULDO FRXUW LQ2EHUGRUI� ILQGLQJ QR OLDELOLW\��� ,QGHHG�
MXVW D ZHHN EHIRUH WKH 7KLUG &LUFXLW GHFLGHG 2EHUGRUI� WKH 6L[WK &LUFXLW
DIILUPHG D ORZHU FRXUW GHFLVLRQ KROGLQJ WKDW $PD]RQ ZDV QRW D VHOOHU�
EHFDXVH WKH\ KDG LQVXIILFLHQW ³FRQWURO´ RYHU WKH WUDQVDFWLRQ��� )LQDOO\� DV
QRWHG DERYH� LQ $XJXVW ����� WKH 7KLUG &LUFXLW JUDQWHG $PD]RQ¶V PRWLRQ WR
UHKHDU 2EHUGRUI HQ EDQF DQG YDFDWHG WKH SDQHO¶V RSLQLRQ�

,Q RXU YLHZ� WKH FRXUWV GR QRW JUDVS WKH PDJQLWXGH RI WKH SUREOHP RU WKH
UHDOLW\ RI WKH VLWXDWLRQ� 7KHVH GHFLVLRQV FUHDWH DQ $PD]RQ H[FHSWLRQ WR WRUW
ODZ� (YHQ WKH SDQHO RSLQLRQ LQ 2EHUGRUI XQGHUVWDWHG WKH H[WHQW WR ZKLFK
$PD]RQ FRQWUROV WUDQVDFWLRQV RQ LWV SODWIRUP� :KHWKHU $PD]RQ VKRXOG EH
FRQVLGHUHG ³LQ FRQWURO´±DQG WKHUHIRUH D ³VHOOHU´±WXUQV RQ DQ H[DPLQDWLRQ RI
ERWK VLGHV RI $PD]RQ¶V UROH LQ WKH WUDQVDFWLRQ� WKH UHODWLRQVKLS ZLWK DQG
H[SHULHQFH RI WKH EX\HU� DQG WKH KHUHWRIRUH XQH[DPLQHG DQG
XQGHUDSSUHFLDWHG UHODWLRQVKLS ZLWK DQG H[SHULHQFH RI WKH QRPLQDO WKLUG�SDUW\
VXSSOLHU� 7R XQGHUVWDQG WKH FRQWURYHUV\ RYHU ZKHWKHU $PD]RQ LV D ³VHOOHU´
IRU SURGXFW OLDELOLW\ SXUSRVHV� LW LV LPSRUWDQW WR VNHWFK WKH UHODWLRQVKLS
EHWZHHQ $PD]RQ DQG WKH FXVWRPHUV ZKR SXUFKDVH JRRGV RQ LWV SODWIRUP� DV
ZHOO DV WKH UHODWLRQVKLS EHWZHHQ $PD]RQ DQG WKRVH ZKR VHOO� RU SXUSRUW WR
VHOO� WKURXJK $PD]RQ� 6RPHWLPHV D SXUFKDVHU EX\V DQ $PD]RQ EUDQGHG
SURGXFW RU D SURGXFW WKDW $PD]RQ KDV SXUFKDVHG IRU UHVDOH��� ,Q WKLV FDVH�
QRERG\ ZRXOG FRQWHQG WKDW $PD]RQ LV QRW WKH VHOOHU� +RZHYHU� WKH PDMRULW\
RI XQLW VDOHV RQ WKH $PD]RQ SODWIRUP DULVH IURP D WKLUG�SDUW\ VHOOHU
�DFFRUGLQJ WR WKH FRXUW LQ 2EHUGRUI� WKHUH DUH PRUH WKDQ RQH PLOOLRQ WKLUG�
SDUW\ VHOOHUV RQ $PD]RQ� ZKR VLPSO\ XVH $PD]RQ WR FRQVXPPDWH WKH VDOH���
7KLUG�SDUW\ VHOOHUV KDYH WKH RSWLRQ WR VKLS WKH SURGXFW GLUHFWO\ WR WKH
SXUFKDVHU� RU WKH VHOOHU PD\ VHQG WKH SURGXFW WR $PD]RQ ZDUHKRXVHV DQG WKH
SURGXFW LV WKHQ VKLSSHG E\ $PD]RQ WR WKH SXUFKDVHU� 7KLV LV UHIHUUHG WR DV
³)XOILOOPHQW E\ $PD]RQ´ �)%$��

2XU GLVFXVVLRQ H[DPLQHV WKH UHODWLRQVKLS EHWZHHQ $PD]RQ DQG LWV WKLUG�
SDUW\ VHOOHUV DQG VKRZV WKDW ZKLOH $PD]RQ SOD\V GLIIHUHQW UROHV LQ GLIIHUHQW
W\SHV RI WUDQVDFWLRQV� LQ DOPRVW DOO RI WKHP� LW LV QRW D QHXWUDO SODWIRUP RU HYHQ
DQ KRQHVW EURNHU� ,QVWHDG� $PD]RQ H[HUFLVHV VLJQLILFDQW FRQWURO RYHU WKH
WUDQVDFWLRQ� ERWK LQ WHUPV RI KRZ LW LV IXOILOOHG DQG ZKR JHWV WKH RSSRUWXQLW\

��� 6HH FDVHV FLWHG VXSUD QRWH ��
��� )R[ Y� $PD]RQ�FRP� ,QF�� ��� )��G ���� ��� ��WK &LU� ����� �ILQGLQJ $PD]RQ H[HUFLVHG

LQVXIILFLHQW FRQWURO WR EH GHHPHG D VHOOHU��
��� 2EHUGRUI ,� ���� )� 6XSS� �G DW ����
��� 2EHUGRUI ,,� ��� )��G DW ��� �QRWLQJ WKDW $PD]RQ SURFHVVHV VDOHV IRU PRUH WKDQ RQH PLOOLRQ

WKLUG�SDUW\ YHQGRUV�� 7KHVH VDOHV UHSUHVHQWHG ��� RI $PD]RQ¶V ³XQLWV VROG´ IRU WKH IRXUWK TXDUWHU
RI ����� -� &OHPHQW� 3HUFHQWDJH RI 3DLG 8QLWV 6ROG E\ 7KLUG�3DUW\ 6HOOHUV RQ $PD]RQ 3ODWIRUP DV
RI �WK 4XDUWHU LQ ����� 67$7,67$ �-DQ� ��� ������ KWWSV���ZZZ�VWDWLVWD�FRP�VWDWLVWLFV��������WKLUG�
SDUW\�VHOOHU�VKDUH�RI�DPD]RQ�SODWIRUP�� +RZHYHU� OHVV WKDQ KDOI $PD]RQ¶V VDOHV UHYHQXH FDPH
IURP WKHVH VDOHV� -� &OHPHQW� *OREDO 1HW 5HYHQXH RI $PD]RQ IURP ���� WR ����� E\ 3URGXFW *URXS�
67$7,67$ �)HE� �� ������ KWWSV���ZZZ�VWDWLVWD�FRP�VWDWLVWLFV��������DPD]RQV�FRQVROLGDWHG�QHW�
UHYHQXH�E\�VHJPHQW��
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WR ³PDNH WKH VDOH�´ %X\HUV UHO\ RQ $PD]RQ¶V QDPH DQG UHSXWDWLRQ ZKHQ
SXUFKDVLQJ JRRGV RQ $PD]RQ� :H ZLOO VKRZ� KRZHYHU� WKDW WKH EX\HUV¶
H[SHULHQFH LV FKDUDFWHUL]HG E\ D VLJQLILFDQW ODFN RI WUDQVSDUHQF\ DV $PD]RQ
HPSKDVL]HV RU GHHPSKDVL]HV LWV UROH WR WKHLU SHUFHLYHG EHVW DGYDQWDJH� :H
KDYH UHYLHZHG WKH EULHIV LQ WKH SULQFLSDO DSSHOODWH FDVHV� WKRVH VLGLQJ ZLWK
$PD]RQ� DV ZHOO DV WKH 7KLUG &LUFXLW¶V 2EHUGRUI RSLQLRQ� ,Q QRQH RI WKRVH
FDVHV LV WKHUH DQ\ LQGLFDWLRQ WKDW WKH FRXUWV ZHUH JLYHQ GHWDLOHG LQIRUPDWLRQ
DERXW WKH FRPSOH[ DQG QXDQFHG UHODWLRQVKLS EHWZHHQ $PD]RQ DQG LWV WKLUG�
SDUW\ VHOOHUV� 0RUH LPSRUWDQWO\� WKH FRXUWV GLG QRW H[SORUH WKH H[WHQW WR ZKLFK
$PD]RQ PDVNV WKDW UHDOLW\ IURP D EX\HU ZKR XVHV WKH SODWIRUP� ,Q WKLV
$UWLFOH� ZH ZLVK WR H[SODLQ WKDW UHDOLW\ DQG SXW WKH OLH WR $PD]RQ¶V SRVLWLRQ
WKDW LW LV D QHXWUDO SODWIRUP� ,QGHHG� ZKDW LV VWULNLQJ WR XV LV WKDW� LQ WKLV
DOOHJHGO\ WZR�VLGHG PDUNHW� WKH RQO\ FRQVWDQW LV WKDW $PD]RQ LV QRW ZKDW LW
VHHPV�

7R DYDLO RQHVHOI RI $PD]RQ¶V RQOLQH PDUNHW� HDFK WKLUG�SDUW\ VHOOHU
HQWHUV LQWR D %XVLQHVV 6ROXWLRQV $JUHHPHQW �%6$� WKDW JRYHUQV HYHU\ DVSHFW
RI WKH VHOOHUV¶ UHODWLRQVKLS ZLWK $PD]RQ DQG WKRVH ZKR SXUFKDVH WKH
SURGXFW��� )RU H[DPSOH� DW WKH WLPH RI WKH 2EHUGRUI FDVH� WKH VHOOHU ZDV
UHTXLUHG WR PDLQWDLQ ³SULFH SDULW\´ EHWZHHQ WKH SURGXFWV WKH\ VHOO WKURXJK
RWKHU VDOHV FKDQQHO DQG WKRVH WKH\ VHOO RQ $PD]RQ RQOLQH��� 7KH VHOOHU FHGHV
WR $PD]RQ WKH ULJKW LQ LWV VROH GLVFUHWLRQ WR GHWHUPLQH WKH FRQWHQW�
DSSHDUDQFH� GHVLJQ� DQG IXQFWLRQDOLW\ RI DQ\ SURGXFW WKDW $PD]RQ SXWV
RQOLQH��� $PD]RQ FXUWDLOV WKH ULJKW RI WKLUG�SDUW\ YHQGRUV WR FRPPXQLFDWH
ZLWK $PD]RQ VLWH XVHUV��� 7KH\ PD\ QRW GR VR ZLWKRXW $PD]RQ¶V SHUPLVVLRQ�
)XUWKHUPRUH� $PD]RQ PDLQWDLQV WKH ULJKW WR UHTXLUH WKLUG�SDUW\ VHOOHUV WR
REWDLQ� DW WKHLU H[SHQVH� LQVXUDQFH WR LQGHPQLI\ LW IRU ORVVHV DULVLQJ IURP WKH
VDOH RI WKHLU SURGXFW��� ,Q H[FKDQJH IRU LWV VHUYLFHV� $PD]RQ FROOHFWV D
FRPPLVVLRQ RI EHWZHHQ �� DQG ��� RI WKH RYHUDOO VDOHV SULFH DQG RWKHU IHHV
VHW IRUWK LQ WKH %6$��� $OO SD\PHQWV IRU VDOHV PDGH RQ $PD]RQ DUH PDGH WR
$PD]RQ� QRW WR WKH WKLUG�SDUW\ VHOOHU���

'HVSLWH $PD]RQ¶V VXEVWDQWLDO FRQWURO RYHU YLUWXDOO\ DOO DVSHFWV RI WKH
VDOH� PRVW RI WKH FDVHV KDYH IRXQG WKDW $PD]RQ GRHV QRW TXDOLI\ DV D VHOOHU

��� 2EHUGRUI ,,� ��� )��G DW ���� $PD]RQ¶V %XVLQHVV 6ROXWLRQV $JUHHPHQW FDQ EH IRXQG RQ LWV
ZHEVLWH� 6HH 6HUYLFHV %XVLQHVV 6ROXWLRQV $JUHHPHQW� $0$=21 6(//(5 &(175$/�
KWWSV���VHOOHUFHQWUDO�DPD]RQ�FRP�JS�KHOS�H[WHUQDO�*����"ODQJXDJH HQB86 �ODVW YLVLWHG -DQ� ���
������

��� 2EHUGRUI ,,� ��� )��G DW ���� ,QGHHG� LQ UHVSRQVH WR FRQFHUQV UDLVHG E\ 6HQDWRU %OXPHQWKDO
WKDW WKLV SUDFWLFH FRQVWLWXWHG DQ DQWLWUXVW YLRODWLRQ� $PD]RQ UHPRYHG WKDW SURYLVLRQ IURP WKH %6$�
'DYLG 0F&DEH� $PD]RQ WR (QG 3ULFH 3UDFWLFH &ULWLFV 6DLG &RXOG 9LRODWH $QWLWUXVW /DZ� $;,26
�0DU� ��� ������ KWWSV���ZZZ�D[LRV�FRP�DPD]RQ�SULFH�SUDFWLFH�DQWLWUXVW�HOL]DEHWK�ZDUUHQ�
G���ED���G���������E�GF�FFD�������DF�KWPO�

��� 2EHUGRUI �,,�� ��� )��G DW ����
��� ,G� DW ����
��� ,G� DW ����
��� ,G�
��� ,G� DW ����



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

IRU WKH SXUSRVHV RI VWULFW OLDELOLW\� 7KHVH FRXUWV KDYH RIIHUHG D KRVW RI UHDVRQV
LQ VXSSRUW RI WKLV ILQGLQJ� 3ULQFLSDOO\� WKH\ KDYH QRWHG WKDW $PD]RQ QHYHU
WDNHV WLWOH WR WKH WKLUG�SDUW\ VHOOHUV¶ SURGXFW��� WKH\ GR QRW SOD\ DQ LQWHJUDO
UROH LQ SURGXFLQJ RU PDUNHWLQJ WKH SURGXFW��� WKH\ DUH QRW LQ D SRVLWLRQ WR
H[HUW SUHVVXUH RQ WKH SURGXFW PDQXIDFWXUHU WR HQKDQFH WKH VDIHW\ RI WKH
SURGXFW��� DQG WKH\ PHUHO\ SURYLGH D VHUYLFH LQ ZKLFK D VHOOHU DQG EX\HU PD\
JHW WRJHWKHU��� :H ZLOO VKRZ WKDW RQFH RQH ORRNV DW ERWK VLGHV RI WKH
WUDQVDFWLRQ� ERWK WKH ZD\ LQ ZKLFK $PD]RQ FRQWUROV ZKDW VHOOHUV VHH� DQG WKH
ZD\ LQ ZKLFK LW FRQWUROV ZKRVH DQG ZKLFK JRRGV DUH VROG� LW LV DEVROXWHO\
OXGLFURXV WR VHH WKHP DV DQ\WKLQJ EXW D ³VHOOHU´ IRU SURGXFW OLDELOLW\ SXUSRVHV�

,� $0$=21 &21752/6 6$/(6 2) $// 352'8&76 21 ,76
3/$7)250
,Q D VXSHUPDUNHW RU GHSDUWPHQW VWRUH� SODFHPHQW RQ WKH VKHOI FDQ

GHWHUPLQH ZKDW WKH FXVWRPHU VHHV ILUVW� ODVW� RU QRW DW DOO� 6DOHV WKURXJK
$PD]RQ UDLVH WKH LPSRUWDQFH RI VKHOI SODFHPHQW IURP DQ DUW IRUP WR D
VFLHQFH� 7KH $PD]RQ 0DUNHWSODFH VHOOV LWHPV WKURXJK D SURFHVV RI ERWK
EX\HU�SXOO DQG VHOOHU�SXVK� :KHQ D SRWHQWLDO EX\HU ZLVKHV WR SXUFKDVH
VRPHWKLQJ RQ $PD]RQ� WKH\ VHDUFK WKH $PD]RQ ZHEVLWH IRU WKH SURGXFW�
(YHQ IRU D JHQHULF SURGXFW� $PD]RQ SURGXFHV VHDUFK UHVXOWV WKDW OLVW SRWHQWLDO
SURGXFWV DQG VHOOHUV LQ D SDUWLFXODU RUGHU� 7KHVH VHDUFK UHVXOWV DUH FDUHIXOO\
FXUDWHG LQ D ZD\ WKDW VLJQDOV YDULRXV W\SHV RI LQIRUPDWLRQ WR WKH EX\HU�
+RZHYHU� WKLV LQIRUPDWLRQ PD\ QRW DOZD\V EH ZKDW LW VHHPV� DQG QRW DOO
VHOOHUV DUH WUHDWHG HTXDOO\� &RQVLGHU WKH IROORZLQJ VWUDWHJLHV E\ ZKLFK
$PD]RQ LQIOXHQFHV ZKDW WKH FXVWRPHU VHHV�

$� 6321625(' 352'8&76
3UREDEO\ WKH PRVW LPSRUWDQW ZD\ RI JHWWLQJ WKH EX\HU¶V DWWHQWLRQ LV WR

VLPSO\ SXUFKDVH SURGXFW SODFHPHQW WKURXJK WKH PHFKDQLVP RI VSRQVRUVKLS�
³6SRQVRUVKLS´ KDV QRWKLQJ WR GR ZLWK $PD]RQ HQGRUVLQJ WKH LWHP GXH WR DQ
RSLQLRQ RU UHVHDUFK� 7KH KLJKHVW ELGGHUV LQ D VSHFLILF LWHP FDWHJRU\ UHFHLYH
WKH ³VSRQVRUHG´ ODEHO DQG DSSHDU KLJKHU RQ WKH VHDUFK OLVW� 6SRQVRUVKLS DQG
LWV SULFH DUH GHWHUPLQHG WKURXJK D ELGGLQJ ZDU��� ,Q VKRUW� WKH VHOOHU SD\V
$PD]RQ WR SXW WKHLU SURGXFW�V� EHIRUH WKH FXVWRPHU LQ D PDQQHU WKDW ZLOO JHW

��� 6HH� H�J�� (ULH ,QV� &R� Y� $PD]RQ�FRP� ,QF�� ��� )� �G ���� ���±�� ��WK &LU� ����� �DSSO\LQJ
0DU\ODQG ODZ��

��� &DUSHQWHU Y� $PD]RQ�FRP� ,QF�� 1R� ��& ����� ���� :/ �������� DW 
�±� �1�'� &DO� 0DU�
��� ������

��� 6WLQHU Y� $PD]RQ�FRP� ,QF� ��� 1�(� �G ���� ���±�� �2KLR &W� $SS� ������
��� 6HH FDVHV FLWHG VXSUD QRWH ��
��� 6SRQVRUHG 3URGXFWV� $0$=21� KWWSV���DGYHUWLVLQJ�DPD]RQ�FRP�SURGXFWV�VSRQVRUHG�

SURGXFWV"WDJ JRRJK\GU��	KYDGLG ������������	KYSRV �W�	KYH[LG 	KYQHWZ J	KYUDQG �
�����������������	KYSRQH 	KYSWZR 	KYTPW E	KYGHY F	KYGYFPGO 	KYORFLQW 	KYORFS
K\ �������	KYWDUJLG NZG�������������	UHI SGBVOB�U�GFYLK�TEVVSDJJOG �ODVW YLVLWHG -DQ� ���
������
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WKH EX\HU¶V DWWHQWLRQ� )XUWKHUPRUH� DOWKRXJK WKH SURGXFW LV ODEHOHG
³VSRQVRUHG�´ QR H[SODQDWLRQ LV JLYHQ WR WKH EX\HU DV WR WKH PHDQLQJ RI WKH
WHUP��� 7KH EX\HU GRHV QRW NQRZ� ZLWKRXW VLJQLILFDQW DGGLWLRQDO UHVHDUFK� WKDW
$PD]RQ ZDV SDLG WR JLYH SUHIHUHQFH WR WKH SURGXFW�

%� $0$=21¶6 &+2,&(
6RPH LWHPV DUH GHVLJQDWHG DV ³$PD]RQ¶V &KRLFH�´ 7KLV ODEHO LV JLYHQ WR

SURGXFWV WKDW KDYH VFRUHG YHU\ KLJK LQ DOO RI $PD]RQ¶V FRPSHWLWLYH
SDUDPHWHUV��� )RU WKH SXUSRVHV RI ³$PD]RQ¶V &KRLFH�´ KRZHYHU� WKH PRVW
LPSRUWDQW SDUDPHWHUV WR FRQVLGHU DUH VDOH SULFH� IHHGEDFN VFRUH� DQG TXDQWLW\
VROG� ,WHPV WKDW VFRUH KLJKO\ LQ WKHVH WKUHH FDWHJRULHV FDQ ZLQ WKH ³$PD]RQ¶V
&KRLFH´ ODEHO��� %HFDXVH IHHGEDFN VFRUH LV GLUHFWO\ UHODWHG WR KRZ D PHUFKDQW
KDQGOHV UHWXUQV DQG FXVWRPHU VHUYLFH� $PD]RQ H[HUFLVHV VLJQLILFDQW SRZHU
RYHU WKHVH VHOOHUV�

&� %(67 6(//(5
7R DZDUG WKH ³%HVW 6HOOHU´ ODEHO $PD]RQ XVHV DQ DOJRULWKP WKDW ZHLJKV

WKH QXPEHU RI XQLWV VROG E\ D VHOOHU ZLWKLQ LWV SURGXFW FDWHJRU\ DJDLQVW D
QXPEHU RI RWKHU PHWULFV��� +RZHYHU� ³%HVW 6HOOHU´ VWDWXV OLNHO\ FRUUHODWHV
ZLWK WKH RWKHU FDWHJRULHV� DV VDOHV DUH OLNHO\ WR LQFUHDVH ZLWK VSRQVRUVKLS DQG
$PD]RQ¶V HQGRUVHPHQW�

'� $0$=21 35,0(

$ IRXUWK ZD\ LQ ZKLFK D SURGXFW FDQ UHFHLYH DGGHG VDOLHQFH RQ WKH
µVKHOI�¶ LV WKURXJK GHVLJQDWLRQ DV ³$PD]RQ 3ULPH�´ $PD]RQ 3ULPH LV
GLVFXVVHG LQ PRUH GHWDLO EHORZ� +RZHYHU� IRU WKHVH SXUSRVHV� LW LV DQRWKHU
PHFKDQLVP E\ ZKLFK $PD]RQ SXWV LWV EUDQG EHKLQG FHUWDLQ� EXW QRW DOO�
SURGXFWV���

��� ,G�
��� (\DO /DQ[QHU� 7KH $PD]RQ %X\ %R[� +RZ ,W :RUNV IRU 6HOOHUV� DQG :K\ ,W¶V 6R ,PSRUWDQW�

LQ 7+( '(),1,7,9( *8,'( 72 6(//,1* 21 $0$=21 ��� ��±�� ������
KWWSV���ZZZ�ELJFRPPHUFH�FRP�EORJ�ZLQ�DPD]RQ�EX\�ER[��

��� 'HQQLV *UHHQ� +HUH¶V :KDW ,W 0HDQV :KHQ $Q ,WHP ,V 0DUNHG µ$PD]RQ¶V &KRLFH¶� %86�
,16,'(5 �$XJ� �� ����� ���� 30�� KWWSV���ZZZ�EXVLQHVVLQVLGHU�FRP�ZKDW�LV�DPD]RQV�FKRLFH������
��

��� $PD]RQ GHVFULEHV WKH ³EHVW VHOOHU´ GHVLJQDWLRQ� $PD]RQ %HVW 6HOOHUV 5DQN� $0$=21�
KWWSV���ZZZ�DPD]RQ�FRP�JS�KHOS�FXVWRPHU�GLVSOD\�KWPO"QRGH,G ������ �ODVW YLVLWHG -DQ� ���
������ 6HH DOVR 7DUD -RKQVRQ� :KDW <RX 6KRXOG .QRZ $ERXW $PD]RQ %HVW 6HOOHUV 5DQN �%65��
7,18,7, �-DQ� �� ������ KWWSV���ZZZ�FSFVWUDWHJ\�FRP�EORJ���������DPD]RQ�EHVW�VHOOHUV�UDQN��

��� 6HH LQIUD 6HFWLRQ ,,�%�
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(� .(<:25' %,'6
$ ILQDO ZD\ RI FRQWUROOLQJ µVKHOI VSDFH¶ LV WKURXJK ³NH\ZRUG ELGV�´��

6HOOHUV ELG IRU VSHFLILF NH\ZRUGV� DQG LI WKH\ ZLQ WKHP� WKHQ WKRVH NH\ZRUGV
ZLOO UHWXUQ VHDUFKHV ZLWK WKHLU LWHPV� )RU H[DPSOH� LI D WRRWKEUXVK GLVWULEXWRU
ZLQV WKH NH\ZRUGV ³GHQWDO´ DQG ³K\JLHQH�´ VHDUFKHV ZLWK WKRVH ZRUGV ZRXOG
UHWXUQ UHVXOWV ZLWK WKDW SURGXFW QHDU WKH WRS� 7KLV LV DQRWKHU ZD\ IRU $PD]RQ
WR LQFUHDVH LWV UHYHQXH E\ IDYRULQJ RQH VHOOHU RYHU DQRWKHU�

,,� $0$=21 &21752/6� 0$1$*(6� $1' +2/'6 08&+ 2)
7+( ,19(1725< 62/' 21 ,76 6,7(
,QGHSHQGHQW RI WKH ZD\ SURGXFWV DSSHDU RQ WKH $PD]RQ ZHEVLWH�

$PD]RQ DOVR WDNHV DQ DFWLYH UROH LQ HLWKHU IXOILOOLQJ �VHOOLQJ� SURGXFWV RU
HQVXULQJ WKDW WKH VDOH RI WKRVH SURGXFWV E\ RWKHUV GRHV QRW XQGHUFXW WKH
$PD]RQ EUDQG� 6HOOHUV ZKR ZLVK WR VHOO WKURXJK $PD]RQ PXVW PHHW FHUWDLQ
FULWHULD HVWDEOLVKHG E\ $PD]RQ�

$� 7+,5'�3$57< 6(//(56
7KLUG�SDUW\ VHOOHUV VHOO WKURXJK $PD]RQ¶V ZHEVLWH EXW UHWDLQ WLWOH WR WKHLU

SURGXFWV� $PD]RQ WDNHV D SHUFHQWDJH FXW IURP HYHU\ SURGXFW VROG� 7KLUG�
SDUW\ SURGXFWV JR WKURXJK DQ DSSURYDO SURFHVV E\ $PD]RQ XQGHU ZKLFK HDFK
FDWHJRU\ ODEHO KDV GLIIHUHQW VWDQGDUGV WKDW LWHPV QHHG WR PHHW���

%� )8/),//0(17 %< $0$=21±$0$=21 35,0(

³)XOILOOPHQW E\ $PD]RQ´ �)%$� LV DQ DJUHHPHQW EHWZHHQ PHUFKDQWV DQG
$PD]RQ WR KDQGOH DOO WKH SDFNDJLQJ DQG VKLSSLQJ RI WKRVH SURGXFWV� 3URGXFWV
WKDW XVH )%$ DUH DXWRPDWLFDOO\ GHVLJQDWHG DV ³$PD]RQ 3ULPH´ DQG DUH
JXDUDQWHHG IRU WZR�GD\ GHOLYHU\ E\ $PD]RQ��� )%$ SURGXFWV DUH ODEHOHG E\
$PD]RQ DQG XVXDOO\ VKLSSHG LQ $PD]RQ ER[HV� )RU SURGXFWV WKDW DUH )%$�
$PD]RQ KDQGOHV DOO UHWXUQV DQG FXVWRPHU VHUYLFH UHTXHVWV��� )%$ VWDQGV RXW
IRU WKH DPRXQW RI FRQWURO $PD]RQ WDNHV RYHU WKH SURGXFW� 2QFH DQ LWHP LV
VHQW WR RQH RI $PD]RQ¶V IXOILOOPHQW FHQWHUV� WKH VHOOHU QHYHU WRXFKHV DJDLQ�

��� $PD]RQ UHIHUV WR WKLV DV WKH ³FRVW SHU FOLFN�´ ZKLFK RSHUDWHV DW WKH NH\ZRUG OHYHO� &RVW�SHU�
&OLFN %LGV� $0$=21� KWWSV���DGYHUWLVLQJ�DPD]RQ�FRP�KHOS�*7;�-<%7-;�(8&=: �ODVW YLVLWHG
0DU� ��� ������ 6HH DOVR 5XVWLQ 1HWKHUFRWW� :KDW 6HOOHUV 1HHG WR .QRZ $ERXW $PD]RQ .H\ZRUG
%LGGLQJ� 7(,.$0(75,&6 �0DU� ��� ����� KWWSV���OHDUQ�WHLNDPHWULFV�FRP�EORJ�DPD]RQ�NH\ZRUG�
ELGGLQJ��

��� 6WDUW 6HOOLQJ 2QOLQH� $0$=21 6(59,&(6� KWWSV���VHUYLFHV�DPD]RQ�FRP�VHUYLFHV�VRD�
DSSURYDO�FDWHJRU\�KWP�UHI DVXVBVRDBEHQBLQGFDW �ODVW YLVLWHG -DQ� ��� ������

��� +HOS *URZ <RXU %XVLQHVV ZLWK )XOILOOPHQW E\ $PD]RQ� $0$=21 6(59,&(6�
KWWSV���VHUYLFHV�DPD]RQ�FRP�IXOILOOPHQW�E\�DPD]RQ�EHQHILWV�KWP�"OG 6(8662$*22*�VLWHOLQN�
IED	WDJ JRRJK\GU��	KYDGLG ������������	KYSRV �W�	KYH[LG 	KYQHWZ J	KYUDQG �����
���������������	KYSRQH 	KYSWZR 	KYTPW E	KYGHY F	UHI SGBVOB�XHNGUJFV�BH	KYWDUJL
G NZG������������� �ODVW YLVLWHG -DQ� ��� ������

��� ,G� �³)%$ OHYHUDJHV WKH $PD]RQ FXVWRPHU VHUYLFH QHWZRUN VWUHWFKLQJ DURXQG WKH JOREH�
PDQDJLQJ FXVWRPHU LQTXLULHV� UHIXQGV� DQG UHWXUQV IRU \RXU )%$ RUGHUV�´��
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$PD]RQ KDQGOHV HYHU\ RWKHU SDUW RI WKH WUDQVDFWLRQ ZLWK WKH FRQVXPHU�
$PD]RQ ZLOO SURYLGH LQYHQWRU\ LQIRUPDWLRQ WR PHUFKDQWV ZKR XVH )%$
LQGLFDWLQJ ZKHQ VWRFN LV ORZ� DV LI WKH PHUFKDQW ZHUH RQO\ D VXSSOLHU��� :KLOH
$PD]RQ PD\ QRW WDNH WLWOH WR WKH SURGXFW� WKH\ EHDU WKH ULVN RI ORVV ZKHQ WKH
SURGXFW LV LQ LWV LQYHQWRU\��� ,QGHHG� DV GLVFXVVHG ODWHU� $PD]RQ UHVHUYHV WKH
ULJKW WR VXEVWLWXWH JRRGV SURYLGHG E\ RQH VHOOHU WR FXVWRPHUV ZKR KDYH
RUGHUHG IURP DQRWKHU� 7KH FXVWRPHU ZLOO QHYHU NQRZ EHFDXVH WKH JRRGV
WKHPVHOYHV PD\ QHYHU EH LGHQWLILHG WR D SDUWLFXODU VHOOHU��� $VLGH IURP WKH
IRUPDO WUDQVIHU RI WLWOH� DOO RI WKH DSSDUHQW DWWULEXWHV RI RZQHUVKLS KDYH EHHQ
WUDQVIHUUHG WR $PD]RQ���

,Q VXP� IRU D EURDG VZDWK RI SURGXFWV SXUFKDVHG WKURXJK WKH SODWIRUP�
$PD]RQ LWVHOI FRQWUROV DFFHVV WR WKH VLWH� WKH PDQQHU LQ ZKLFK WKH LWHPV DUH
GLVSOD\HG� DQG UHFHLYHV FRPSHQVDWLRQ DW HYHU\ VWDJH� ,Q IDFW� H[FHSW IRU WKH
IRUPDOLW\ RI WLWOH� WKH OHYHO RI LQWHJUDWLRQ LQ $PD]RQ¶V VXSSO\ FKDLQ LV
FRPSDUDEOH WR WKDW RI D VWDQGDUG EULFN�DQG�PRUWDU VHOOHU�

&� $0$=21¶6 ³%8< %2;´ 2%6&85(6 7+( 6(//(5¶6 ,'(17,7<"
)RU D EX\HU� WKH LGHQWLW\ RI WKH QRPLQDO VHOOHU LV RIWHQ XQFOHDU� ,QGHHG�

WKURXJK LWV PDQLSXODWLRQ RI WKH VR�FDOOHG ³%X\ %R[�´ $PD]RQ GRHV
HYHU\WKLQJ LW FDQ WR PD[LPL]H WKDW FRQIXVLRQ� $ EX\HU PD\ JR WR WKH $PD]RQ
ZHEVLWH DQG VHDUFK RQ D SDUWLFXODU SURGXFW� VD\ D IRRG SURFHVVRU� WKHQ FOLFN
RQ LW ZLWK WKH LQWHQWLRQ WR EX\ LW� 6R IDU� WKH EX\HU KDV LQWHUDFWHG ZLWK WZR

��� ,G� �³.HHS \RXU EHVW�VHOOLQJ LQYHQWRU\ LQ VWRFN ZLWK SHUVRQDOL]HG UHVWRFN
UHFRPPHQGDWLRQV�´��

��� %XVLQHVV 6HUYLFH $JUHHPHQW 6HFWLRQ )�� 6WRUDJH� $0$=21 6(//(5 &(175$/�
KWWSV���VHOOHUFHQWUDO�DPD]RQ�FRP�JS�KHOS�H[WHUQDO�����"ODQJXDJH GHB'(	UHI HISKB����BFRQWB�
�� �ODVW YLVLWHG -DQ� ��� ������ 6HH DOVR�*HWWLQJ 6WDUWHG ZLWK )XOILOPHQW E\ $PD]RQ �)%$�� $0$=21
6(//(5 &(175$/� KWWSV���VHOOHUFHQWUDO�DPD]RQ�FRP�JS�KHOS�*�����"ODQJXDJH HQB86	UHI [[B
*�����BFRQWB���� �ODVW YLVLWHG 0DU� ��� ������ 6HH )%$ ,QYHQWRU\� $0$=21 6(//(5 &(175$/�
KWWSV���VHOOHUFHQWUDO�DPD]RQ�FRP�JS�KHOS�KHOS�KWPO"LWHP,' ���������	ODQJXDJH HQB86	UHI [
[B���������BFRQWB*����� �ODVW YLVLWHG 0DU� ��� ������ IRU LQIRUPDWLRQ DERXW LQYHQWRU\
PDQDJHPHQW�

��� 6HH LQIUD 6HFWLRQ ,,�'�
��� 7KHUH LV DQRWKHU ZD\ IRU WKLUG�SDUW\ PHUFKDQWV WR JHW D SULPH ODEHO IRU WKHLU SURGXFWV� 6HOOHU�

IXOILOOHG 3ULPH �6)3� LV D ZD\ IRU WKLUG�SDUW\ PHUFKDQWV ZKR DUH )%0 �IXOILOOHG E\ PHUFKDQWV� WR
TXDOLI\ IRU 3ULPH� 7KLUG�SDUW\ )%0 GLVWULEXWRUV PXVW DSSO\ IRU 6)3� DQG WKHQ PXVW FRPSOHWH D
PRQWK ORQJ WU\LQJ RXW SHULRG EHIRUH EHLQJ JLYHQ D SULPH ODEHO� ,I GXULQJ WKDW PRQWK� WKH VHOOHU IXOILOOV
RUGHUV ZLWKLQ WKH 3ULPH SDUDPHWHUV RYHU DURXQG ��� RI WKH WLPH� WKH\ FDQ ZLQ D 3ULPH ODEHO� 7KLV
PHDQV WKH\ DUH PRUH OLNHO\ WR ZLQ WKH EX\ ER[� DQG PRUH OLNHO\ WR DSSHDU KLJKHU RQ VHDUFK SDJHV� ,W
DOVR PHDQV UHWXUQV DUH KDQGOHG E\ WKH VHOOHU� EXW FXVWRPHU VHUYLFH UHTXHVWV DUH KDQGOHG E\ $PD]RQ�
7KLV V\VWHP LV DQ H[DPSOH RI $PD]RQ SXVKLQJ LWV EUDQG QDPH DQG EUDQG DSSHDO RQ PHUFKDQWV WKDW
GR QRW ZDQW $PD]RQ KDQGOLQJ WKHLU LWHPV� 3ULPH LV FULWLFDOO\ LPSRUWDQW WR ZLQ SHUFHQWDJH VKDUHV RI
WKH EX\ ER[� DQG $PD]RQ¶V V\VWHP LV VSHFLILFDOO\ WDLORUHG WR KHDYLO\ IDYRU PHUFKDQWV ZKR LQWHJUDWH
WKHLU SURGXFW LQWR $PD]RQ¶V ZHE� $V VHHQ WKURXJKRXW WKLV DUWLFOH� WKH OHVV RI \RXU SURGXFW \RX
DFWXDOO\ KDQGOH DV D PHUFKDQW� WKH PRUH OLNHO\ \RX DUH WR VHOO RQ $PD]RQ� 6HH 6HOO 3URGXFWV ZLWK
WKH 3ULPH %DGJH 'LUHFWO\ IURP <RXU :DUHKRXVH� $0$=21� KWWSV���VHOO�DPD]RQ�FRP�SURJUDPV�
VHOOHU�IXOILOOHG�SULPH�KWPO �ODVW YLVLWHG $SU� �� ������
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NQRZQ SDUWLHV� $PD]RQ DQG WKH PDQXIDFWXUHU� :KHQ WKH EX\HU FOLFNV RQ WKH
SURGXFW� $PD]RQ WDNHV WKHP WR D VFUHHQ ZKLFK LQFOXGHV DGGLWLRQDO SURGXFW
GHWDLOV� DQG LQ WKH WRS ULJKW�KDQG FRUQHU� WZR EXWWRQV� ³EX\ QRZ´ DQG ³DGG WR
FDUW�´ 7KLV ORFDWLRQ RQ WKH VFUHHQ LV UHIHUUHG WR LQ $PD]RQ SDUODQFH DV WKH
³%X\ %R[�´ 1HDU WKHVH EXWWRQV� WKHUH LV DGGLWLRQDO LQIRUPDWLRQ� ,W LV OLNHO\ WR
VD\ RQH RI WKUHH WKLQJV� ��� VROG E\ ;;; DQG VKLSSHG E\ ;;;� ��� 6ROG E\
;;; DQG IXOILOOHG E\ $PD]RQ� RU ��� VROG DQG VKLSSHG E\ $PD]RQ� 7KLV LV
WKH RQO\ LQGLFDWLRQ WKH EX\HU JHWV RI ZKR LV QRPLQDOO\ VHOOLQJ WKH SURGXFW�
7KH EX\HU PD\ QHYHU HYHQ QRWLFH LW�

+RZHYHU� WKH LGHQWLW\ RI WKH VHOOHU PD\ KDYH UHDO FRQVHTXHQFHV LQ OLJKW
RI WKH FDVH ODZ GLVFXVVHG DERYH� 2QO\ LQ WKH WKLUG FDWHJRU\� VROG DQG VKLSSHG
E\ $PD]RQ� ZRXOG $PD]RQ FRQFHGH OLDELOLW\ IRU WKH VDOH RI D GHIHFWLYH
SURGXFW WKDW FDXVHV SHUVRQDO LQMXU\ RU SURSHUW\ GDPDJH� ,Q WKH ILUVW WZR
FDWHJRULHV� $PD]RQ FODLPV WR EH RQO\ D FRQGXLW� 7KH FRQVXPHU ZRXOG�
KRZHYHU� KDYH WR EH D 3KLODGHOSKLD ODZ\HU WR XQGHUVWDQG WKH GLIIHUHQFH LQ WKH
OHJDO UHJLPH FDXVHG E\ WKUHH VHHPLQJO\ LGHQWLFDO WUDQVDFWLRQV� $PD]RQ GRHV
QRWKLQJ WR DOHUW WKHLU FXVWRPHUV WKDW LW ZDVKHV LWV KDQGV RI OLDELOLW\ LQ WKH ILUVW
WZR FDWHJRULHV�

,QGHHG� LI DQ\WKLQJ� $PD]RQ GRHV HYHU\WKLQJ LW FDQ WR PDNH PDWWHUV
ZRUVH� ,I RQH ORRNV DW WKH LPDJH LQ )LJXUH � EHORZ� WKH SDJH EDQQHU VD\V
EROGO\ ³$PD]RQ 3ULPH�´ 7KH ZRUGV ³$PD]RQ´� RU ³3ULPH´ DSSHDU D WRWDO RI
WKLUWHHQ WLPHV RQ WKH SDJH� 7KH QDPH RI WKH VHOOHU� ³&RVW %URWKHUV�´ DSSHDUV
RQFH� ,W LV KDUG WR ILQG�

)LJXUH ���

��� L� *HDU 5XQQLQJ ([HUFLVH $UPEDQG 6FUHHQVKRW� $0$=21� KWWSV���ZZZ�DPD]RQ�FRP�L��
*HDU�([HUFLVH�*HQHUDWLRQ�5HIOHFWLYH�GS�%����4,4=8� �ODVW YLVLWHG 0DU� ��� ������ :KLOH WKH
VHOOHU RI WKH DFWXDO SURGXFW KHUH LV &RVW %URWKHUV� WKH QDPH LV RQO\ OLVWHG RQFH RQ WKH SURGXFW¶V
ZHESDJH LQ DQ LQFRQVSLFXRXV PDQQHU� ,G�
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'� 68%67,787,21
7R PDNH PDWWHUV HYHQ ZRUVH� ZKHQ D VDOH LV IXOILOOHG E\ $PD]RQ IRU D

QRPLQDO VHOOHU� LW LV QRW HYHQ FOHDU ZKRVH JRRGV DUH DFWXDOO\ EHLQJ VROG� ,Q LWV
DJUHHPHQW ZLWK VHOOHUV� LW UHVHUYHV WKH ULJKW WR VXEVWLWXWH SURGXFWV ZLWK WKRVH
SURYLGHG E\ RWKHU VHOOHUV��� %\ GHIDXOW� $PD]RQ VWRUHV LQYHQWRU\ RQ D
SURGXFW�E\�SURGXFW EDVLV� QRW D VHOOHU�E\�VHOOHU EDVLV� 7KHUHIRUH� ZKHQ� IRU
H[DPSOH� $PD]RQ VHOOV D IRRG SURFHVVRU� WKH QRPLQDO VHOOHU PD\ EH :LOOLDPV
6RQRPD� &RVW %URWKHUV� RU $PD]RQ� ,Q UHDOLW\� XQOHVV WKH VHOOHU RSWV RXW� DOO
RI WKH IRRG SURFHVVRUV DUH VWRUHG WRJHWKHU LQ D FRPPRQ ELQ LGHQWLILHG E\
SURGXFW FRGH� QRW E\ VHOOHU� $ EX\HU ZKR SXUFKDVHV IURP ³:LOOLDPV 6RQRPD´
PD\ UHFHLYH D IRRG SURFHVVRU WKDW ZDV DFWXDOO\ VXSSOLHG WR $PD]RQ E\
³&XLVLQDUW´ RU VRPHERG\ HOVH� SRVVLEO\ ³&RVW %URWKHUV�´

,Q VKRUW� $PD]RQ GHFLGHV ZKR ZLOO DSSHDU LQ WKH ³%X\ %R[´ DQG ZKRVH
LQYHQWRU\ ZLOO EH VROG� $OO RI WKLV LV ODUJHO\ RXW RI WKH FRQWURO RI WKLUG�SDUW\
VHOOHUV RU WKH DZDUHQHVV RI WKH FRQVXPHU� $PD]RQ KLQJHV LWV OHJDO DUJXPHQWV
DERYH� RQ WKH IDFW WKDW LW LV VLPSO\ DUUDQJLQJ D GHDO EHWZHHQ D WKLUG�SDUW\
EX\HU DQG D WKLUG�SDUW\ VHOOHU� 7KLV PD\ EH DFFXUDWH IRU D VXEVHW RI $PD]RQ¶V
WUDQVDFWLRQV� EXW IRU PDQ\� LI QRW PRVW� WKH RQO\ UHOHYDQW SDUWLHV DUH WKH EX\HU�
WKH PDQXIDFWXUHU� DQG $PD]RQ�

,,,� 7+( ³%8< %2;´±&21752/ 2) 7+( ),1$/ 6$/(
,Q DGGLWLRQ WR REVFXULQJ WKH LGHQWLW\ RI D EX\HU¶V QRPLQDO VHOOHU� D IXUWKHU

DVSHFW RI $PD]RQ¶V FRQWURO RI WKH VDOH LV KRZ LW PDQLSXODWHV ZKR HQGV XS LQ
WKH ³%X\ %R[�´ :KHQ D EX\HU JRHV WR $PD]RQ DQG VHDUFKHV D SURGXFW� LW
JHQHUDOO\ ZLOO OLVW WKH SURGXFW EXW QRW WKH VHOOHU� :KHQ WKH EX\HU FOLFNV
WKURXJK� RQO\ WKHQ GRHV DQ LGHQWLILHG PHUFKDQW DSSHDUV �)LJXUH ��� $PD]RQ
FRQWUROV ZKR WKDW PHUFKDQW ZLOO EH�

%HFDXVH PDQ\ GLVWULEXWRUV RQ $PD]RQ VHOO WKH VDPH SURGXFWV� LQFOXGLQJ
$PD]RQ LWVHOI� PDQ\ VHOOHUV VKDUH WKH VDPH SURGXFW SDJH� $V D UHVXOW� RQO\
RQH FDQ EH WKH WRS SURGXFW GLVSOD\HG� RU LQ RWKHU ZRUGV� WKH SURGXFW WKDW LV
DFWXDOO\ EHLQJ SXUFKDVHG ZKHQ FOLFNLQJ RQ ³DGG WR FDUW�´ 6HOOHUV PXVW ZLQ
SHUFHQWDJH VKDUHV RI WKH ³%X\ %R[´ IRU WKHLU SDUWLFXODU SURGXFW LQ RUGHU WR EH
WKH LWHP FXVWRPHUV DUH SXUFKDVLQJ ZKHQ WKH\ FOLFN ³DGG WR FDUW�´�� 7KH PRVW

��� %XVLQHVV 6HUYLFH $JUHHPHQW� XQGHU )�� )XOILOOPHQW� $0$=21 6(//(5 &(175$/�
KWWSV���VHOOHUFHQWUDO�DPD]RQ�FRP�JS�KHOS�H[WHUQDO�*����"ODQJXDJH HQB86 �ODVW YLVLWHG -DQ� ���
����� �³:H PD\ VKLS 8QLWV WRJHWKHU ZLWK SURGXFWV SXUFKDVHG IURP RWKHU PHUFKDQWV� LQFOXGLQJ DQ\
RI RXU $IILOLDWHV� :H DOVR PD\ VKLS 8QLWV VHSDUDWHO\ WKDW DUH LQFOXGHG LQ D VLQJOH )XOILOOPHQW
5HTXHVW�´�� :KLOH D VHOOHU PD\ RSW RXW RI ³FRPPLQJOLQJ�´ WR GR VR UHTXLUHV WKHP WR LQFXU DGGLWLRQDO
ODEHOOLQJ DQG PD\ UHVXOW LQ LQFUHDVHG VKLSSLQJ WLPHV DQG UHGXFHG VHDUFK UDQNLQJV� 6HH DOVR ,]DEHOOD
.DPLQVND� $PD]RQ �VXE�3ULPH � 3DUW ,,� ),1� 7,0(6 �$SU� �� ����� ���� $0��
KWWSV���IWDOSKDYLOOH�IW�FRP��������������������������$PD]RQ²VXE�SULPH²�3DUW�,,� �³>:@KLOH
VHOOHUV FDQ RSW RXW RI FRPPLQJOLQJ� KLVWRULFDOO\ LW KDV EHHQ H[SHGLHQW IRU WKHP WR RSW LQ GXH WR KRZ
WKH SURFHVV UHGXFHV ODEHOOLQJ FRVWV DQG VKLSSLQJ WLPHV IRU VHOOHUV� ZKLOH DOVR LPSURYLQJ VHDUFK
UDQNLQJV�´��

��� /DQ[QHU� VXSUD QRWH ��� DW ���
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LPSRUWDQW SDUDPHWHUV $PD]RQ XVHV WR GHWHUPLQH ZKR JHWV WKH ³%X\ %R[´ DUH
IXOILOOPHQW WLPH �KRZ ORQJ LW WDNHV IRU D FRPSDQ\ WR GHOLYHU WKHLU SURGXFWV�
DQG OLVWHG SULFH��� 6LQFH SULFH LV VXFK DQ LPSRUWDQW IDFWRU LQ ZLQQLQJ WKH ³%X\
%R[�´ D GLVWULEXWRU ZKR VHOOV D SURGXFW FKHDSO\ LV OLNHO\ WR ZLQ D ODUJH SRUWLRQ
RI WKH ³%X\ %R[´ VKDUH� $OVR� VLQFH $PD]RQ ZRXOG OLNH WR IXOILOO DV PDQ\
RUGHUV DV SRVVLEOH� VHOOHUV ZKR KDYH VWRUHG ODUJH TXDQWLWLHV RI WKH SDUWLFXODU
SURGXFW ZLWK $PD]RQ PD\ JHW D ODUJHU VKDUH RI WKH ³%X\ %R[�´�� 7KRVH
PHWULFV DUH LWHP VSHFLILF� ZKLFK PHDQV HYHQ LI D VHOOHU RQ $PD]RQ KDV KLJK
UDWLQJV DQG ORZ SULFHV IRU RWKHU SURGXFWV� LW ZLOO QRW DIIHFW WKH VHOOHU¶V ³%X\
%R[´ VKDUH IRU D VHSDUDWH SURGXFW� (YHU\ SURGXFW LV HYDOXDWHG DJDLQVW WKH
VDPH SURGXFW VROG E\ RWKHU PHUFKDQWV��� 0RVW VLJQLILFDQWO\� KRZHYHU� WKH
H[DFW DOJRULWKP LV SURSULHWDU\±D WUDGH VHFUHW�

7KH ³%X\ %R[´ V\VWHP PHDQV WKDW DW GLIIHUHQW WLPHV WKURXJKRXW WKH GD\�
WKH VDPH SURGXFW SDJH ZLOO EH VXSSO\LQJ DQ LWHP IURP WZR VHSDUDWH
GLVWULEXWRUV� $ &ROJDWH WRRWKEUXVK ERXJKW DW �� D�P� PLJKW FRPH IURP
³7RRWKEUXVK (PSRULXP�´ ZKLOH D &ROJDWH WRRWKEUXVK ERXJKW DW � S�P� WKH
VDPH GD\� IURP WKH VDPH SURGXFW SDJH� PLJKW FRPH IURP ³<H 2OGH
7RRWKEUXVK 6KRS�´ 7KDW LV EHFDXVH ERWK GLVWULEXWRUV KDYH D SHUFHQWDJH VKDUH
RI WKH ³%X\ %R[�´ DQG WKDW VKDUH GHWHUPLQHV ZKHQ WKHLU SURGXFW DSSHDUV LQ
WKH ³%X\ %R[�´��

7KH ³%X\ %R[´ V\VWHP DOVR KHDYLO\ IDYRUV PHUFKDQWV ZKR XVH )%$�
)%$ DXWRPDWLFDOO\ DVVLJQV WKH SURGXFW D ³3ULPH´ ODEHO� ZKLFK LQ WXUQ
LQIOXHQFHV WKH ³%X\ %R[´ VHOHFWLRQ SURFHVV��� 7KH UHVXOW LV D V\VWHP WKDW
SXVKHV PHUFKDQWV WRZDUGV )%$ WR ZLQ D ODUJHU SHUFHQWDJH VKDUH RI WKH ³%X\
%R[´²D GHFLVLRQ WKDW LV HQWLUHO\ FRQWUROOHG E\ $PD]RQ DQG KLGGHQ IURP WKH
FXVWRPHU� $V QRWHG HDUOLHU� $PD]RQ KDV D SROLF\ WKDW VWDWHV LI D SURGXFW KDV
WKH VDPH PDQXIDFWXUHU EDU FRGH DV DQRWKHU GLVWULEXWRU� WKH\ DUH DOORZHG WR
XVH RWKHU VHOOHUV¶ SURGXFW WR IXOILOO DQ RUGHU DQG YLFH YHUVD� 7KH UHVXOW LV WKDW
D FXVWRPHU ZKR VHHV ³VROG E\ [´ RQ $PD]RQ ZKHQ EX\LQJ D SURGXFW PLJKW
DFWXDOO\ JHW WKDW SURGXFW ³VXSSOLHG E\ \´ ZLWKRXW NQRZLQJ LW���

��� 6HH VXSUD WH[W DFFRPSDQ\LQJ QRWHV �� DQG ���
��� 6$0 6200(5� +$&. 7+( %8< %2;� )520$/,%$%$ 72 $0$=21 )%$	%(<21' ORF� ��

������ �HERRN�� �³6R WKH YHQGRU ZKR KDV WKH PRVW LQYHQWRU\ �WKH SDUHQW ZKR LV UHDGLO\ DYDLODEOH�
ZLQV�´��

��� 6HH LG�
��� /DQ[QHU� VXSUD QRWH ��� DW ���
��� 6HH +HOS *URZ <RXU %XVLQHVV ZLWK )XOILOOPHQW E\ $PD]RQ� VXSUD QRWH ���
��� 8VLQJ WKH 0DQXIDFWXUHU %DUFRGH WR 7UDFN ,QYHQWRU\� $0$=21 6(//(5 &(175$/�

KWWSV���VHOOHUFHQWUDO�DPD]RQ�FRP�JS�KHOS�H[WHUQDO����������"ODQJXDJH HQ86	UHI PSEFB�����
����BFRQWB��������� �ODVW YLVLWHG -DQ� ��� ������ :KHWKHU RU QRW WKLV LV SUREOHPDWLF PD\ YDU\
ZLWK WKH W\SH RI SURGXFW� 6RPHWLPHV WKH VHOOHU PDWWHUV� $OVR� WKLV V\VWHP UHOLHV DOPRVW HQWLUHO\ RQ
$PD]RQ¶V RZQ DELOLW\ WR FRQWURO ZKDW LWV VXSSOLHUV JLYH WKHP� ,QGHHG� WKHUH ZHUH UHFHQW UHSRUWV RI
FRXQWHUIHLW VDOHV RI WKH ³%OXH %RRN´ RQ $PD]RQ� DQG WKH HGLWRUV DGYLVHG OHJDO ZULWLQJ SURIHVVRUV WR
SXUFKDVH RQO\ ³DXWKHQWLF´ FRSLHV WKDW WKH %OXH %RRN SXEOLVKHV WKHPVHOYHV RU UHSXWDEOH EULFN�DQG�
PRUWDU ERRNVWRUHV� 'DYLG =LII �#GLV]LII�� 7:,77(5 �$XJ� �� ����� ����� 30�� KWWSV���WZLWWHU�FRP�
GMV]LII�VWDWXV��������������������"V ���
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2QH ZRXOG H[SHFW WKDW LPPXQL]LQJ $PD]RQ IURP WRUW OLDELOLW\ PLJKW OHDG
WR D SUROLIHUDWLRQ RI GDQJHURXV SURGXFWV� 0DNLQJ WKLUG�SDUW\ VHOOHUV
HIIHFWLYHO\ LPPXQH IURP SURGXFW OLDELOLW\ VXLWV HLWKHU ZKHUH WKH\ DUH QRW
LGHQWLILDEOH RU KDYH QR DVVHWV WR SD\ IRU OHJLWLPDWH FODLPV FRXOG EH H[SHFWHG
WR PDNH PDWWHUV ZRUVH� %XW RQH QHHG QRW VSHFXODWH DERXW WKLV HYHQWXDOLW\�
7KH :DOO 6WUHHW -RXUQDO �:6-�� LQ D UHFHQW DUWLFOH� GRFXPHQWHG WKDW WKH
SUREOHP LV SHUYDVLYH� 7KHLU LQYHVWLJDWLRQ IRXQG RYHU ����� LWHPV IRU VDOH RQ
$PD]RQ�FRP WKDW KDG EHHQ GHFODUHG ³XQVDIH E\ IHGHUDO DJHQFLHV� GHFHSWLYHO\
ODEHOHG RU EDQQHG E\ IHGHUDO UHJXODWRUV�´��

$OWKRXJK $PD]RQ FODLPV FRQVXPHU SURWHFWLRQ IURP XQVDIH SURGXFWV LV D
SULRULW\� WKH :6- WHVWHG WKH HIIHFWLYHQHVV RI $PD]RQ¶V VDIHW\ SUDFWLFHV E\
KLULQJ D IHGHUDOO\ FHUWLILHG WHVWLQJ FRPSDQ\ WR H[DPLQH FHUWDLQ LWHPV ERXJKW
RQ $PD]RQ GXULQJ D WKUHH�PRQWK SHULRG��� 7KH\ IRXQG WKH IROORZLQJ�

x )RUW\�WKUHH OLVWLQJV IRU RUDO EHQ]RFDLQH� D SDLQ UHOLYHU� ODFNHG WKH
DGYLVHG )RRG DQG 'UXJ $GPLQLVWUDWLRQ �)'$� ODEHOV ZDUQLQJ DJDLQVW
XVH RQ FKLOGUHQ XQGHU WZR�\HDUV�ROG�

x ��� SURGXFWV ZHUH IDOVHO\ OLVWHG DV ³)'$�DSSURYHG´ LQFOXGLQJ IRXU
WR\V±WKH DJHQF\ GRHV QRW DSSURYH WR\V±DQG QLQHW\�HLJKW H\HODVK�
JURZWK VHUXPV WKDW QHYHU XQGHUWRRN WKH GUXJ�DSSURYDO SURFHVV WR EH
PDUNHWHG DV DSSURYHG�

x (LJKW\ OLVWLQJV PDWFKHG WKH GHVFULSWLRQ RI LQIDQW VOHHSLQJ ZHGJHV WKH
)'$ KDV ZDUQHG FDQ FDXVH VXIIRFDWLRQ DQG $PD]RQ KDV VDLG LW EDQQHG�

x )LIW\�WZR OLVWLQJV ZHUH PDUNHWHG DV VXSSOHPHQWV ZLWK EUDQG QDPHV WKH
)'$ DQG WKH 'HSDUWPHQW RI -XVWLFH KDYH LGHQWLILHG DV FRQWDLQLQJ
LOOHJDOO\ LPSRUWHG SUHVFULSWLRQ GUXJV� DQG

x ����� HOHFWURQLFV OLVWLQJV IDOVHO\ FODLPHG WR EH 8QGHUZULWHU
/DERUDWRULHV FHUWLILHG±LQGLFDWLQJ WKH\ PHW YROXQWDU\ LQGXVWU\ VDIHW\
VWDQGDUGV±RU GLG QRW SURYLGH HQRXJK LQIRUPDWLRQ WR YHULI\ WKH FODLP���

7KH :6- DOVR QRWHG� ³>'@R]HQV RI SURGXFWV WKDW WKH >:6-@ LGHQWLILHG DV
GDQJHURXV RU PLVODEHOHG KDG WKH $PD]RQ¶V &KRLFH GHVLJQDWLRQ� ZKLFK PDQ\
FRQVXPHUV WDNH WR EH $PD]RQ¶V HQGRUVHPHQW�´�� 2QH ZRXOG KDYH WR VHDUFK
WKH $PD]RQ ZHEVLWH WR GLVFRYHU WKDW WKH ³$PD]RQ &KRLFH´ ODEHO ³UHIOHFWV D

��� $OH[DQGUD %HU]RQ HW DO�� $PD]RQ +DV &HGHG &RQWURO RI ,WV 6LWH� 7KH 5HVXOW� 7KRXVDQGV RI
%DQQHG� 8QVDIH RU 0LVODEHOHG 3URGXFWV� :$// 67� -� �$XJ� ��� ����� ���� $0��
KWWSV���ZZZ�ZVM�FRP�DUWLFOHV�DPD]RQ�KDV�FHGHG�FRQWURO�RI�LWV�VLWH�WKH�UHVXOW�WKRXVDQGV�RI�
EDQQHG�XQVDIH�RU�PLVODEHOHG�SURGXFWV�������������

��� ,G� �³7R WHVW WKH HIIHFWLYHQHVV RI $PD]RQ¶V VDIHW\ SUDFWLFHV� WKH -RXUQDO DQDO\]HG OLVWLQJV RQ
$PD]RQ EHWZHHQ 0D\ DQG HDUO\ $XJXVW� DQG KLUHG D IHGHUDOO\ FHUWLILHG WHVWLQJ FRPSDQ\ WR H[DPLQH
FHUWDLQ LWHPV ERXJKW RQ $PD]RQ�´��

��� ,G�
��� ,G� �³'R]HQV RI SURGXFWV WKH -RXUQDO LGHQWLILHG DV GDQJHURXV RU PLVODEHOHG KDG WKH $PD]RQ¶V

&KRLFH GHVLJQDWLRQ� ZKLFK PDQ\ FRQVXPHUV WDNH WR EH $PD]RQ¶V HQGRUVHPHQW�´��



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

FRPELQDWLRQ RI UDWLQJV� SULFH DQG VKLSSLQJ WLPH�´�� 1RWKLQJ VKRUW RI D
FRPSOHWH UHDGLQJ RI WKH :6-¶V ILQGLQJV ZLOO VXIILFH WR XQGHUVWDQG WKH VFRSH
RI WKH SUREOHP� ,W LV QRW VXUSULVLQJ WKDW WKH :6- FRQFOXGHV WKDW ³$PHULFD¶V
WHFK JLDQWV KDYH ORVW FRQWURO RI WKHLU PDVVLYH SODWIRUPV±RU GHFOLQH WR FRQWURO
WKHP�´��

&21&/86,21
$PD]RQ¶V FRQWHQWLRQ WKDW LW LV D QHXWUDO SODWIRUP WKDW VLPSO\ IDFLOLWDWHV

VDOHV EHWZHHQ VHOOHUV DQG EX\HUV LV D P\WK� $PD]RQ H[HUFLVHV FRQWURO RYHU
HDFK VDOH WKURXJK D KRVW RI PHFKDQLVPV WKDW PD[LPL]H LWV SURILW DQG
GHWHUPLQH ZKR ZLOO EX\ ZKDW IURP ZKRP� )LUVW� E\ VHOOLQJ SULRULW\ VSDFH WR
WKH KLJKHVW ELGGHU� LW FRQWUROV WKH OLNHOLKRRG WKDW WKH SURGXFW ZLOO EH VHHQ E\
D SRWHQWLDO EX\HU� 6HFRQG� E\ VHOOLQJ NH\ ZRUGV WR WKH KLJKHVW ELGGHU� LW
LQFUHDVHV WKH FKDQFH WKDW D EX\HU ZLOO EH GLUHFWHG WR WKH SURGXFW WKDW $PD]RQ
SUHIHUV� 7KLUG� E\ DOORZLQJ VXEVWLWXWLRQ RI SURGXFWV IURP GLIIHUHQW WKLUG�SDUW\
VHOOHUV ZKR KDYH SODFHG WKHLU SURGXFWV LQ $PD]RQ¶V LQYHQWRU\� LW HIIHFWLYHO\
PDNHV D VDOH WKDW GLIIHUV IURP WKH RQH GHVFULEHG LQ WKH ³%X\ %R[�´ 7KH
SURGXFW PD\ EH WKH VDPH� EXW WKH SURGXFW PD\ QRW KDYH EHHQ VXSSOLHG WR
$PD]RQ E\ WKH VHOOHU LGHQWLILHG LQ WKH ³%X\ %R[�´ )RXUWK� E\ FRQIXVLQJ WKH
YDULRXV IRUPV RI VDOHV RQ $PD]RQ� WKH FRQVXPHU GRHV QRW NQRZ IRU ZKLFK
VDOHV $PD]RQ LV GLVFODLPLQJ OLDELOLW\�

$W WKLV SRLQW� LW LV LQHVFDSDEOH WKDW $PD]RQ LV WUXO\ WKH VHOOHU RI SURGXFWV
SXUFKDVHG RQ LWV ZHEVLWH� ,WV FRQWUDFWXDO DUUDQJHPHQW ZLWK WKH WKLUG�SDUW\
VHOOHU DOORZLQJ VXEVWLWXWLRQ GRHV QRW FKDQJH WKH IDFW WKDW LW LV VHOOLQJ
VRPHWKLQJ GLIIHUHQW WR WKH EX\HU WKDQ ZKDW ZDV UHSUHVHQWHG LQ WKH ³%X\ %R[�´
7KH EX\HU GRHV QRW KDYH D FOXH WKDW $PD]RQ RQO\ EHDUV OLDELOLW\ IRU SURGXFWV
LW RZQV DQG VHOOV� 7KH ³%X\ %R[´ GRHV QRW WHOO WKH EX\HU WKDW LW KDV QR
UHVSRQVLELOLW\ IRU WKLUG�SDUW\ VHOOHUV IRU VDOHV WKDW DUH IXOILOOHG E\ $PD]RQ�
(YHQ LI WKH ³%X\ %R[´ ZHUH WR GR VR� WKH\ VKRXOG QRW EH SHUPLWWHG WR DYRLG
OLDELOLW\ DV D VHOOHU� $PD]RQ¶V EHKLQG�WKH�VFHQHV PDQLSXODWLRQ RI SURGXFW
SODFHPHQW RQ LWV ZHEVLWH WKURXJK VDOH RI SUHIHUUHG VSDFH DQG LWV VDOH RI
SURGXFWV FRQWUDU\ WR WKH GHVLJQDWLRQ LQ WKH ³%X\ %R[´ JLYHV LW H[WUDRUGLQDU\
FRQWURO RI WKH SURGXFW VDOH�

7KH DGRSWLRQ RI VWULFW OLDELOLW\ IRU QRQ�PDQXIDFWXULQJ VHOOHUV WKURXJKRXW
WKH FRXQWU\ ZDV GHVLJQHG WR FUHDWH ³LQFHQWLYHV IRU WKHP WR GHDO RQO\ ZLWK
UHSXWDEOH� ILQDQFLDOO\ UHVSRQVLEOH PDQXIDFWXUHUV DQG GLVWULEXWRUV� WKHUHE\
KHOSLQJ WR SURWHFW WKH LQWHUHVWV RI XVHUV DQG FRQVXPHUV�´�� 7KH RQO\ HQWLW\ WKDW
FDQ SURYLGH WKDW SURWHFWLRQ LV $PD]RQ� ,I WKH FRVW WR FRQVXPHUV LV WKH ORVV RI

��� ,G� �³7KH FRPSDQ\¶V ZHEVLWH VD\V $PD]RQ¶V &KRLFH UHIOHFWV D� FRPELQDWLRQ RI UDWLQJV�
SULFLQJ DQG VKLSSLQJ WLPH�´��

��� ,G� �³$PD]RQ¶V VWUXJJOH WR SROLFH LWV VLWH DGGV WR WKH PRXQWLQJ HYLGHQFH WKDW $PHULFD¶V� WHFK
JLDQWV KDYH ORVW FRQWURO RI WKHLU PDVVLYH SODWIRUPV²RU GHFOLQH WR FRQWURO WKHP�´��

��� 5(67$7(0(17 �7+,5'� 2) 72576� 352'� /,$%� � � FPW� D �$0� /$:� ,167� ������



����@ $PD]RQ DV �6HOOHU� ���

FKHDS� LQIHULRU� DQG GDQJHURXV SURGXFWV WKDW FDXVH VHULRXV SHUVRQDO LQMXU\�
ZH VXEPLW WKDW LW LV QRW WRR KLJK D SULFH WR SD\�
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