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ILQLWH�RUGLQDOV����$V�DERYH��WKHUH�DUH�PRGHOV�RI�7���6�LQ�ZKLFK�WKH�
FROOHFWLRQ�RI�ILQLWH�RUGLQDOV�LV�VWDQGDUG��EXW�LQ�ZKLFK�WKH�PRGHO�RI�
7�LV�QRQ�VWDQGDUG��
,Q�FRQFOXVLRQ��LI�RQH�ZLVKHV�WR�XVH�VHW�WKHRU\�WR�VWXG\�RU�VKHG�

OLJKW�RQ�D�SDUWLFXODU�WKHRU\��ZKRVH�FRQVLVWHQF\�FDQ�EH�SURYHG�LQ�VHW�
WKHRU\��RU�VWUXFWXUH��ZKLFK�FDQ�EH�PRGHOHG�LQ�VHW�WKHRU\���WKHQ�
WKHUH�LV�D�WUDGH�RII�EHWZHHQ�GHGXFWLYH�FRQVHUYDWLYHQHVV�DQG�DSSOLFD��
ELOLW\�RI�WKH�VHW�WKHRU\�LQ�WKH�XVXDO�RU�VWUDLJKWIRUZDUG�ZD\��2QH�
FDQQRW�KDYH�ERWK��7KH� WUDGH�RII�GHSHQGV�RQ�WKH�GHFLVLRQ�DV� WR�
ZKHWKHU�D�ILUVW�RUGHU�RU�D�VHFRQG�RUGHU�D[LRPDWL]DWLRQ�LV�HPSOR\HG�
IRU�WKH�RULJLQDO�VWUXFWXUH�RU�WKHRU\��7KH�WKHRUHPV�IRU�WKH�DSSOLFD��
WLRQ�RI�VHW�WKHRU\�WKH�H[LVWHQFH�RI�UHSUHVHQWLQJ�KRPRPRUSKLVPV��
DUH�QRW�SRVVLEOH�XQOHVV�DOO�PRGHOV�RI�WKH�RULJLQDO�WKHRU\�DUH��VWDQG��
DUGV���7KLV��LQ�WXUQ��UHTXLUHV�D�VHFRQG�RUGHU�D[LRPQDWL]DWLRQ��DQG��
LQ�WKLV�FDVH��GHGXFWLYH�FRQVHUYDWLYHQHVV�GRHV�QRW�KROG��
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/(9,� $*$,167� 8�0$;,0,=$7,21�7�+(�WKHRU\�RI�8�PD[LPL]DWLRQ�LV�D�IRUP�RI�GHFLVLRQ�WKHRU\�
DGYRFDWHG�E\�$OODQ�*LEEDUG�DQG�:LOOLDP�+DUSHU��DPRQJ�
RWKHUV���7KH�GLVWLQFWLYH�IHDWXUH�RI�WKLV�WKHRU\�LV�WKDW�ZKHQ�

ZH�VSHDN�RI�WKH�SUREDELOLW\�RI�JHWWLQJ�D�FHUWDLQ�RXWFRPH�LI�D�FHUWDLQ�


�7KH�SROLFLHV�FRQFHUQLQJ�WKH�D[LRPV�RI�7��� 6�DUH�DQDORJRXV�WR�WKRVH�VWDWHG�LQ�
QRWH����DERYH��,Q�7��� 6��WKH�LQVWDQFHV�RI�WKH�D[LRP�VFKHPHV�RI�7�GR�QRW�LQFOXGH�VHW��
WKHRUHWLF�WHUPLQRORJ\��EXW�LQVWDQFHV�RI�DQ\�D[LRP�VFKHPHV�LQ�6�PD\�FRQWDLQ�DULWK��
PHWLF�WHUPLQRORJ\��2I�FRXUVH��DV�LQ�QRWH�����LI�RQH�GLG�DOORZ�LQVWDQFHV�RI�WKH�D[LRP�
VFKHPHV�RI�7� WR�FRQWDLQ�VHW�WKHRUHWLF�WHUPLQRORJ\��WKHQ�RQH�FRXOG�SURYH�WKDW�Z�LV�
LVRPRUSKLF�WR�WKH�VHW�RI�QDWXUDO�QXPEHUV�LQ�WKH�XVXDO�ZD\��,Q�WKLV�FDVH��6�LV�QRW�FRQ��
VHUYDWLYH�RYHU�7��

$OODQ� *LEEDUG�DQG�:LOOLDP�+DUSHU���&RXQWHUIDFWXDOV�DQG�7ZR�.LQGV�RI�([��

SHFWHG�8WLOLW\���LQ�&��$��+RRNHU��-��7��/HDFK��DQG�(��)��0F&OHQQHQ��HGV���)RXQGD��
WLRQV�DQG�$SSOLFDWLRQV�RI�'HFLVLRQ�7KHRU\��%RVWRQ��5HLGHO���������SS�����������UH��
SULQWHG�LQ�:��/�� +DUSHU��5��6WDOQDNHU��DQG�*��3HDUFH��HGV���,IV��%RVWRQ��5HLGHO��
�������SS�����������5REHUW�6WDOQDNHU�KDG�SURSRVHG�8�PD[LPL]DWLRQ�VRPHZKDW�HDU��
OLHU�LQ�FRUUHVSRQGHQFH�DQG�GLVFXVVLRQ��VHH�,IV��SS��������DQG����������9HU\�FORVH�UHO��
DWLYHV�RI�8�PD[LPL]DWLRQ�KDYH�EHHQ�DGYRFDWHG�E\�RWKHUV��VHH�%ULDQ�6N\UPV���7KH�
5ROH�RI�&DXVDO�)DFWRUV�LQ�5DWLRQDO�'HFLVLRQ���LQ�KLV�&DXVDO�1HFHVVLW\��1HZ�+DYHQ��
<DOH� 8QLYHUVLW\�3UHVV���������SS�� ���������-RUGDQ�+RZDUG� 6REHO��3UREDELOLW\��
&KDQFH�DQG�&KRLFH��$�7KHRU\�RI�5DWLRQDO�$JHQF\��XQSXEOLVKHG��SUHVHQWHG�LQ�SDUW�
DW�D�FRQIHUHQFH�DW�WKH�8QLYHUVLW\�RI�:HVWHUQ�2QWDULR��0D\��������DQG�P\��&DXVDO�
'HFLVLRQ�7KHRU\���$XVWUDODVLDQ�-RXUQDO�RI�3KLORVRSK\��/,;�� ���0DUFK��������������
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RSWLRQ� LV� FKRVHQ�� *LEEDUG� DQG� +DUSHU� XQGHUVWDQG� WKLV�QRW�DV� D�
FRQGLWLRQDO� SUREDELOLW\�EXW�DV�WKH�SUREDELOLW\�RI�WUXWK�RI�DQ�RSWLRQ��
WR�RXWFRPH�FRQGLWLRQDO��

,VDDF� /HYL�KDV�DUJXHG�WKDW�WKLV�WKHRU\�LV�LQ�GHHS�WURXEOH��LW�OHD�V�
WR�FRQWUDGLFWRU\�UHFRPPHQGDWLRQV� LI�DSSOLHG� LQ�GLIIHUHQW�ZD\V�WR�
WKH�VDPH� FDVH��� +H� GHPDQGV� WKDW�8�PD[LPL]HUV� SURGXFH� IXUWKHU�
SULQFLSOHV� LI�WKH\�ZLVK�WR�GLVRZQ�VRPH�RI�WKHVH�DSSOLFDWLRQV�� ,�VKDOO�
FRQVLGHU�ZKDW�IXUWKHU�SULQFLSOHV�PLJKW�VHUYH��

/HYL
V� ILUVW�DUJXPHQW�FRQFHUQV�ZKDW�KH�FDOOV� D� �SVHXGR� 1HZFRPE�
SUREOHP��� +H� VD\V�WKDW�LQ�WKLV�SUREOHP� �8�PD[LPL]HUV� DSSHDU� WR�
EH�FRPPLWWHG�WR�WZR�FRQIOLFWLQJ�UHFRPPHQGDWLRQV�SHQGLQJ�IXUWKHU�
FODULILFDWLRQ� RI� WKHLU�YLHZV�� �/HYL�� S�� ������ 7KH� SUREOHP� LV� WR�
FKRRVH� EHWZHHQ�WKH�IROORZLQJ�DOWHUQDWLYHV��

$���5HFHLYH��RQO\��WKH�FRQWHQWV�RI�D�FHUWDLQ�RSDTXH�ER[�WKDW�KDV�EHHQ�
GUDZQ�DW�UDQGRP��LQ�DGYDQFH��IURP�WKH�JRRG�XUQ��7KH�JRRG�XUQ�
FRQWDLQHG����ER[HV�FRQWDLQLQJ�D�PLOOLRQ�GROODUV�HDFK��DQG����
HPSW\�ER[HV��

$���5HFHLYH�D�WKRXVDQG�GROODUV��DQG�UHFHLYH�DOVR�WKH�FRQWHQWV�RI�D�GLI��
IHUHQW�RSDTXH�ER[�WKDW�KDV�EHHQ�GUDZQ�DW�UDQGRP��LQ�DGYDQFH��
IURP�WKH�EDG�XUQ��7KH�EDG�XUQ�FRQWDLQHG�RQO\����ER[HV�FRQ��
WDLQLQJ�D�PLOOLRQ�GROODUV�HDFK��DQG����HPSW\�ER[HV��

7KH� VHQVLEOH�UHFRPPHQGDWLRQ� LV�WR�FKRRVH� $���DQG�/HYL�JUDQWV�WKDW�
WKH� WKHRU\� RI� 8�PD[LPL]DWLRQ� DIIRUGV� DQ� DUJXPHQW� IRU� WKLV�
UHFRPPHQGDWLRQ��

%XW�KH�FODLPV� WKDW�LW�DOVR� DIIRUGV�DQ�DUJXPHQW�IRU�WKH�FRQIOLFWLQJ�
UHFRPPHQGDWLRQ� WR�FKRRVH� $���7KDW� DUJXPHQW��TXRWHG� LQ�IXOO��LV�
WKDW��WKH�DJHQW�KDV� QR�FDXVDO� LQIOXHQFH�ZKDWVRHYHU�RYHU�ZKHWKHU�
WKH�RSDTXH� ER[� KH� VHOHFWV�KDV� D� PLOOLRQ� LQ� LW�RU�QRW�� 7KDW� ZDV�

IL[HG�DQG�GHWHUPLQHG
�ZHOO�EHIRUH�KH�PDNHV�KLV�GHFLVLRQ��MXVW�DV�LQ�
WKH�RULJLQDO� 1HZFRPE� SUREOHP�� �/HYL�� S��������

'LVWLQJXLVK��

���� 7KH�RSDTXH� ER[�WKH�DJHQW�VHOHFWV�LV�VXFK�WKDW��WKH�DJHQW�KDV�QR�
FDXVDO�LQIOXHQFH�RYHU�ZKHWKHU�RU�QRW�LW�KDV�D�PLOOLRQ�LQ�LW��

����7KH�DJHQW�KDV�QR�FDXVDO�LQIOXHQFH�RYHU�ZKHWKHU�RU�QRW��WKH�RSDTXH�
ER[�KH�VHOHFWV�KDV�D�PLOOLRQ�LQ�LW��

1RZ�� ����LV�WUXH�LQ�WKH�FDVH�LPDJLQHG�� DQG� ����ZRXOG� LPSO\�WKDW�$��
LV�WKH�8�PD[LPL]LQJ� FKRLFH�� %XW�����LV�SUREDEO\�IDOVH��,W�LV�IDOVH��LI��
IRU�LQVWDQFH��WKH�ER[�GUDZQ�IURP�WKH�JRRG� XUQ�KDV�D�PLOOLRQ� LQ�LW�
DQG� WKH�ER[�GUDZQ�IURP�WKH�EDG�XUQ�LV�HPSW\��

��$� 1RWH�RQ�1HZFRPEPDQLD���WKLV�-2851$/�� /;;,;�� ���-XQH�����������������
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/HYL�GRXEWV��DQG�ULJKWO\��WKDW�8�PD[LPL]HUV��KDYH�EXLOW�LQWR�
WKHLU�WKHRULHV�WKH�UHVRXUFHV�QHHGHG�WR�SURKLELW��WKH�DUJXPHQW�IRU�
FKRRVLQJ�$���/HYL��S��������4XLWH�VR��WKH\�KDYH�EHHQ�UHPLVV�LQ�QHJ��
OHFWLQJ�WR�H[SOLFLWO\�HQGRUVH�

3ULQFLSOH����)DOODFLHV�RI�HTXLYRFDWLRQ�DUH�SURKLELWHG��

/HYL
V�VHFRQG�DUJXPHQW�FRQFHUQV�WKH�RULJLQDO�1HZFRPE�SUREOHP��
LQ�ZKLFKL�WKH�DOWHUQDWLYHV�DUH�DV�IROORZV��

%���5HFHLYH��RQO\��WKH�FRQWHQWV�RI�D�FHUWDLQ�RSDTXH�ER[�WKDW�PD\�FRQ��
WDLQ�D�PLOOLRQ�GROODUV�RU�PD\�EH�HPSW\��

%���5HFHLYH��B�WKRXVDQG�GROODUV��DQG�UHFHLYH�DOVR�WKH�FRQWHQWV�RI�WKH�
RSDTXH�ER[��

7KLV�WLPH��LW
V�WKH�VDPH�RSDTXH�ER[�LQ�ERWK�FDVHV��DQG�LW�FRQWDLQV�D�
PLOOLRQ�GROODUV�LII�LW�KDV�EHHQ�SUHGLFWHG�LQ�DGYDQFH�WKDW�WKH�DJHQW�
ZLOO�FKRRVH�%���*LYHQ�FHUWDLQ�IXUWKHU�DVVXPSWLRQV��ZKLFK�GLVWLQ��
JXLVK�WKH�1HZFRPE�SUREOHP�IURP�WKH�PDQ\�QRQ�SUREOHPV�LW�UH��
VHPEOHV��%��KDV�WKH�JUHDWHU�H[SHFWHG�YDOXH��<HW�LW�VWLOO�VHHPV�WR�VRPH�
RI�XV�WKDW�%��LV�WKH�UDWLRQDO�FKRLFH��VLQFH�KH�ZKR�FKRRVHV�%��JHWV�D�
WKRXVDQG�PRUH�WKDQ�KH�ZRXOG�KDYH�LI�KH�KDG�FKRVHQ�%���7KH�WKHRU\�
RI�8�PD[LPL]DWLRQ�ZDV�EXLOW�WR�HQGRUVH�WKLV�OLQH�RI�WKRXJKW��DQG�
/HYL�GRHV�QRW�GHQ\�WKDW�LW�DIIRUGV�DQ�DUJXPHQW�UHFRPPHQGLQJ�WKH�
FKRLFH�RI�%���
%XW�KH�FODLPV�WKDW�LW�DOVR�DIIRUGV�DQ�DUJXPHQW�IRU�WKH�FRQIOLFWLQJ�

UHFRPPHQGDWLRQ�WR�FKRRVH�%����7R� REWDLQ�WKLV�UHVXOW���VD\V�/HYL��
�,�LGHQWLILHG�WKH�
SRVVLEOH�RXWFRPHV
� ������GLIIHUHQWO\�WKDQ�1HZFRPE��
LWHV�DUH�DFFXVWRPHG�WR�GR���YL]���DV�%��DQG�%��WKHPVHOYHV���EXW�VLQFH�
QRWKLQJ�LQ�WKHLU�IRUPDO�SULQFLSOHV�RU�LQIRUPDO�DUJXPHQWV�SURKLELW�
WKLV�PDQHXYHU��LW�LV�HQWLUHO\�IDLU�WR�FRQFOXGH�WKDW�SHQGLQJ�IXUWKHU�
HOXFLGDWLRQ�WKH�WKHRU\�RI�8�PD[LPL]DWLRQ�LV�LQFRQVLVWHQW���/HYL��S��
������,I�LW�LV�IDLU�WR�WDNH�%��DQG�%��WKHPVHOYHV�DV�WKH�RXWFRPHV��DQG�
LI�ZH�JUDQW�/HYL�KLV�LGHQWLILFDWLRQ�RI��GHVLUDELOLWLHV�RI�RXWFRPHV��
ZLWK�H[SHFWHG�YDOXHV���WKHQ�LQGHHG�WKH�8�PD[LPL]LQJ�DOWHUQDWLYH�LV�
%���WKH�RQH�ZLWK�WKH�JUHDWHU�H[SHFWHG�YD�XH��
6R�WKH�8�PD[LPL]HUV�QHHG�D�SULQFLSOH�WKDW�ZRXOG�SURKLELW�WDNLQJ�

%��DQG�%��DV��RXWFRPHV���3HUKDSV�WKH�WURXEOH�LV�WKDW�%��DQG�%��DUH�
LQVXIILFLHQWO\�VSHFLILF��LQVXIILFLHQWO\�KRPRJHQHRXV�LQ�YDOXH��(LWKHU�
RQH�RI�WKHP�FRXOG�FRPH�WUXH�LQ�WZR�GLIIHUHQW�ZD\V�PLOOLRQ�RU�QR�
PLOOLRQ�EHWZHHQ� ZKLFK�WKH�DJHQW�LV�IDU�IURP�LQGLIIHUHQW��6R� LW�
ZRXOG�VHHP�WKDW�WKH�WKHRU\�RI�8�PD[LPL]DWLRQ�RXJKW�WR�LQFRUSR��
UDWH�D�SURKLELWLRQ�DJDLQVW�VXFK�LQKRPRJHQHRXV�RXWFRPHV��VRPH��
WKLQJ�DORQJ�WKH�OLQHV�RI�
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3ULQFLSOH����$Q�RXWFRPH�LV�FRPSOHWH�LQ�WKH�VHQVH�WKDW�DQ\�IXUWKHU�
VSHFLILFDWLRQ�RI�GHWDLO�LV�LUUHOHYDQW�WR�WKH�DJHQW
V�FRQFHUQV��

6KRXOG�ZH�WKHQ�DGG�3ULQFLSOH���WR�WKH�WKHRU\�RI�8�PD[LPL]DWLRQ"�
1R��:H�VKRXOG�QRW�DGG�LW��IRU�ZH�FDQQRW�DGG�LW��IRU�ZKDW�LV�DO��

UHDG\�WKHUH�FDQQRW�EH�DGGHG��,�TXRWHG�3ULQFLSOH���YHUEDWLP�IURP�
*LEEDUG�DQG�+DUSHU��"���

'$9,'�/(:,6�
3ULQFHWRQ�8QLYHUVLW\�

7+(� :521*� %2;�

,1�WKH�SVHXGR�1HZFRPE�SUREOHP��GRHV�WKH�DJHQW�KDYH�FDXVDO�
LQIOXHQFH�RYHU�ZKHWKHU�RU�QRW�WKH�RSDTXH� ER[�KH�VHOHFWV�KDV�D�
PLOOLRQ� LQ�LW"�

'DYLG� /HZLV� DOOHJHV� WKDW�P\�GHQ\LQJ�WKLV�GHULYHV�IURP�D�IDOODF\�
RI�HTXLYRFDWLRQ��� ,�DP�DOOHJHG� WR�KDYH�FRQIXVHG�WKH�IROORZLQJ� WZR�
FODLPV��

����7KH�RSDTXH� ER[�WKH�DJHQW�VHOHFWV�LV�VXFK�WKDW�WKH�DJHQW�KDV�QR�
FDXVDO�LQIOXHQFH�RYHU�ZKHWKHU�RU�QRW�LW�KDV�D�PLOOLRQ�LQ�LW��

����7KH�DJHQW�KDV�QR�FDXVDO�LQIOXHQFH�RYHU�ZKHWKHU�RU�QRW�WKH�RSDTXH�
ER[�KH�VHOHFWV�KDV�D�PLOOLRQ�LQ�LW��

/HZLV� GHFODUHV�WKDW����� LV�WUXH�EXW�WKDW����� LV�SUREDEO\�IDOVH��,W�LV�
KLJKO\�SUREDEOH� WKDW�WKH�ER[�VHOHFWHG�IURP�XUQ����/HZLV
V� EDG�XUQ��
FRQWDLQV�QRWKLQJ�DQG�WKH�ER[�VHOHFWHG�IURP�XUQ����/HZLV
V� JRRG�XUQ��
FRQWDLQV� D�PLOOLRQ�� ,Q�WKDW�FDVH��/HZLV� GHFODUHV�WKDW�����LV�IDOVH��IRU��
JLYHQ�WKDW�WKDW�FDVH�REWDLQV��LI�WKH�DJHQW�ZHUH�WR�FKRRVH� WKH�RSWLRQ�
RI�VHOHFWLQJ�WKH�WUDQVSDUHQW�ER[�WRJHWKHU�ZLWK�WKH�RSDTXH� ER[�IURP�
XUQ����WKH�RSDTXH� ER[�KH�VHOHFWHG�ZRXOG� EH�HPSW\��2Q� WKH�RWKHU�
KDQG�� LI�WKH�DJHQW�ZHUH�WR�FKRRVH� WKH�RSDTXH� ER[�IURP�XUQ����WKH�
RSDTXH� ER[�KH�VHOHFWHG�ZRXOG� FRQWDLQ�D�PLOOLRQ��

&RQVLGHU� WKH�1HZFRPE� SUREOHP�DQG�FRQWUDVW�WKH�IROORZLQJ�SDLU�
RI�FODLPV��

��
�� 7KH�RSDTXH� ER[�WKH�DJHQW�VHOHFWV�LV�VXFK�WKDW�WKH�DJHQW�KDV�QR�
FDXVDO�LQIOXHQFH�RYHU�ZKHWKHU�RU�QRW�LW�KDV�D�PLOOLRQ�LQ�LW��


*LYHQ� 3ULQFLSOH����/HYL
V�LGHQWLILFDWLRQ�RI�GHVLUDELOLWLHV�RI�RXWFRPHV�ZLWK�H[��
SHFWHG�YDOXHV�LV�FRUUHFW��EXW�LI�LQKRPRJHQHRXV�RXWFRPHV�ZHUH�SHUPLWWHG��WKDW�LGHQWL��
ILFDWLRQ�ZRXOG�EH�XQZDUUDQWHG��

7KLV� -2851$/�� WKLV�LVVXH�����������FRPPHQWLQJ�RQ�P\��$�1RWH�RQ�1HZFRPE��

PDQLD���LELG���,�[[,[�� ���-XQH�����������������
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