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L�� 7KH�DQWL�+XPHDQ�FKDOOHQJH�
$�+XPHDQ�WKHVLV�DERXW�PRWLYDWLRQ�VD\V�WKDW�ZH�DUH�PRYHG�HQWLUHO\�E\�
GHVLUH��ZH�DUH�GLVSRVHG�WR�GR�ZKDW�ZLOO�VHUYH�RXU�GHVLUHV�DFFRUGLQJ�WR�RXU�
EHOLHIV��,I�WKHUH�ZHUH�QR�GHVLUHV�WR�VHUYH��ZH�ZRXOG�QHYHU�EH�PRYHG�PRUH�
WR�GR�RQH�WKLQJ�WKDQ�DQRWKHU��:KDWHYHU�PLJKW�KDSSHQ�WKHQ�ZRXOG�EH�
HQWLUHO\�XQPRWLYDWHG��+HUH�,�VKDOO�XSKROG�+XPHDQLVP�DJDLQVW�RQH�VRUW�RI�
RSSRQHQW��
2XU�$QWL�+XPHDQ�FKDOOHQJHV�XV�ZLWK�WKLV�FDVH��7KH�'HSDUWPHQW�PXVW�

FKRRVH�EHWZHHQ�WZR�FDQGLGDWHV�IRU�D�MRE��0HDQH�DQG�1HLVV��1HLVV�LV�\RXU�
ROG�IULHQG��DIIDEOH��VHQVLEOH��IDLU�PLQGHG��FR�RSHUDWLYH��PRGHUDWH����
0HDQH�LV�TXLWH�WKH�RSSRVLWH��%XW�LW�LV�FOHDU�WKDW�0HDQH�LV�MXVW�D�OLWWOH�ELW�
EHWWHU�DW�SKLORVRSK\��*ULWWLQJ�\RXU�WHHWK�DQG�GHI\LQJ�DOO�GHVLUH��\RX�YRWH�
IRU�0HDQH��EHFDXVH�\RX�EHOLHYH�WKDW�0HDQH�JHWWLQJ�WKH�MRE�LQVWHDG�RI�
1HLVV�ZRXOG��DOO�WKLQJV�FRQVLGHUHG��EH�JRRG��<RXU�EHOLHI�DERXW�ZKDW
V�
JRRG�KDV�PRYHG�\RX�WR�JR�DJDLQVW�\RXU�GHVLUH�WR�KDYH�1HLVV�IRU�D�FROOHDJXH�
DQG�WR�KDYH�QRWKLQJ�WR�GR�ZLWK�0HDQH��
:H�+XPHDQV�UHSO\�WKDW�WKHUH�DUH�GHVLUHV�DQG�WKHUH�DUH�GHVLUHV��6RPH�

GHVLUHV��IRU�LQVWDQFH�\RXU�GHVLUH�WR�KDYH�1HLVV�IRU�D�FROOHDJXH��DUH�ZDUP��
\RX�IHHO�HQWKXVLDVP��\RX�WDNH�SOHDVXUH�LQ�WKH�SURVSHFW�RI�IXOILOPHQW��2WKHU�
GHVLUHV��IRU�LQVWDQFH�\RXU�GHVLUH�WR�KLUH�WKH�EHVW�DYDLODEOH�FDQGLGDWH��DUH�
FROG��1RERG\�HYHU�VDLG�WKDW�RQO\�WKH�ZDUP�GHVLUHV�FDQ�PRYH�XV��,W�LV�QRW�
VR�WKDW�\RX�GHILHG�DOO�GHVLUH�ZKHQ�\RX�YRWHG�IRU�0HDQH��<RX�ZHUH�PRYHG�
HQWLUHO\�E\�\RXU�GHVLUHV��KRZHYHU�WKH�FROG�GHVLUH�RXWZHLJKHG�WKH�ZDUP�
RQH��:H�DUH�ZLWKLQ�RXU�ULJKWV�WR�FRQVWUXH�
GHVLUH
�LQFOXVLYHO\��WR�FRYHU�WKH�
HQWLUH�UDQJH�RI�VWDWHV�WKDW�PRYH�XV��LQFOXGLQJ�IRU�LQVWDQFH�WKH�VWDWH�WKDW�
PRYHG�\RX�WR�YRWH�IRU�0HDQH��+XPHDQLVP�XQGHUVWRRG�LQ�WKLV�LQFOXVLYH�
ZD\�LV�VXUHO\�WUXH�PD\EH�D�WULYLDO�WUXWK��EXW�D�WULYLDO�WUXWK�LV�VWLOO�D�WUXWK��
/HW�RXU�$QWL�+XPHDQ�JUDQW�WKDW�WKH�VWDWH�WKDW�PRYHG�\RX�ZDV�DIWHU�

DOO��LQFOXVLYHO\�VSHDNLQJ��D�GHVLUH��+H�PD\�LQVLVW��KRZHYHU��WKDW�LW�ZDV�DOVR�
D�EHOLHI��WKH�EHOLHI��DV�KH�VDLG�EHIRUH��WKDW�0HDQH�JHWWLQJ�WKH�MRE�ZRXOG�
EH�JRRG��$OWKRXJK�LW�PD\�EH�WUXH�WULYLDOO\��KH�VQHHUV�WKDW�DOO�PRWLYDWLRQ�
LV�E\�GHVLUH��LW�LV�DOVR�WUXH�WKDW�VRPH�PRWLYDWLRQ�LV�E\�EHOLHI��6RPHWLPHV��
ZKDW�KDSSHQV�LV�WKDW�ZH�GR�ZKDW�ZLOO�VHUYH�WKH�JRRG�DFFRUGLQJ�WR�RXU�
EHOLHIV�DERXW�ZKDW�ZRXOG�EH�JRRG�WRJHWKHU�ZLWK�RXU�RWKHU�EHOLHIV�QR�
GHVLUH��RWKHU�WKDQ�GHVLUHV�ZKLFK�DUH�LGHQWLFDO�ZLWK�EHOLHIV��QHHG�HQWHU�
LQWR�LW��
0RUH�FDXWLRXVO\��KH�PLJKW�VD\�WKDW�VRPH�EHOLHIV�DUH��DW�OHDVW��QHFHVVDULO\�

0LQG��YRO��[FYLL��QR�������-XO\�,���� "�2[IRUG�8QLYHUVLW\�3UHVV�,����
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FRQMRLQHG�ZLWK�FRUUHVSRQGLQJ�GHVLUHV��,I�\RX�EHOLHYH�WKDW�0HDQH�JHWWLQJ�
WKH�MRE�ZRXOG�EH�JRRG��WKHQ�QHFHVVDULO\�\RX�GHVLUH�WKDW�0HDQH�JHW�WKH�
MRE��7KLV�QHHG�QRW�EH�\RXU�RQO\�UHOHYDQW�GHVLUH��DV�WKH�VWRU\�VKRZV���,W�
QHHG�QRW�EH�\RXU�VWURQJHVW�GHVLUH��WKRXJK�LQ�WKH�VWRU\�LW�ZDV���%XW�LW�PXVW�
EH�WKHUH��,W�LV�MXVW�LPSRVVLEOH�WR�KDYH�D�EHOLHI�DERXW�ZKDW�ZRXOG�EH�JRRG�
DQG�ODFN�WKH�FRUUHVSRQGLQJ�GHVLUH��
,I�WKH�EHOLHI�DQG�WKH�GHVLUH�DUH�LGHQWLFDO��D�IRUWLRUL�WKH\�DUH�QHFHVVDULO\�

FRQMRLQHG��2U�WKH�QHFHVVDU\�FRQQHFWLRQ�PLJKW�DULVH�LQ�VRPH�RWKHU�ZD\��
HYHQ�LI�WKH�GHVLUH�LV�LQ�VRPH�ZD\�GLIIHUHQW�IURP�WKH�EHOLHI��7R�FRYHU�ERWK�
FDVHV�DW�RQFH��OHW�XV�WDNH�WKH�QHFHVVDU\�FRQQHFWLRQ�WR�EH�RXU�$QWL�+XPHDQ
V�
PDLQ�WKHVLV��OHDYLQJ�LGHQWLW\�DV�DQ�RSWLRQDO�H[WUD�
�
/HW�XV�VXSSRVH�WKDW�ZKDW�RXU�$QWL�+XPHDQ�SURSRVHV�LV�D�QHFHVVDU\�

FRQQHFWLRQ�QRW�ZLWK�
EDVLF
�GHVLUH�IRU�ZKDW�LV�FRQVLGHUHG�JRRG�
LQ�LWVHOI
��
EXW�UDWKHU�ZLWK�GHVLUH�WKDW�PD\�EH�LQVWUXPHQWDO��)RU�LQ�WKH�H[DPSOH��\RX�
GLG�QRW�GHVLUH�0HDQH
V�DSSRLQWPHQW�IRU�LWV�RZQ�VDNH��\RX�ZHUH�LQWHUHVWHG�
LQ�WKH�H[FHOOHQFH�KH�ZRXOG�DGG�WR�WKH�'HSDUWPHQW��$QG�OHW�XV�VXSSRVH�
WKDW�ZKDW�RXU�$QWL�+XPHDQ�SURSRVHV�LV�D�FRQQHFWLRQ�ZLWK�DQ�DYHUDJHG�
GHVLUH�WKDW�WDNHV�DFFRXQW�RI�D�UDQJH�RI�FDVHV��VRPH�EHWWHU�WKDQ�RWKHUV�DQG�
VRPH�PRUH�OLNHO\�WKDQ�RWKHUV��)RU�LQ�WKH�H[DPSOH��LW�PD\�EH�WKDW�\RX�
FRQVLGHUHG�WKH�FDVH�WKDW�0HDQH�MRLQHG�WKH�'HSDUWPHQW�EXW�VWRSSHG�GRLQJ�
JRRG�ZRUN��DQG�DOVR�WKH�FDVH�WKDW�KH�FDPH�DQG�VXUSDVVHG�DOO�WKDW�KH�KDG�
GRQH�EHIRUH��DQG�\RX�GHFLGHG�ZKDW�\RX�WKRXJKW�DERXW�D�SUREDELOLW\��
ZHLJKWHG�DYHUDJH�RI�WKHVH�DQG�RWKHU�FDVHV��2QO\�RQ�WKH�EDVLV�RI�WKDW�
DYHUDJH�GLG�\RX�EHOLHYH�WKDW�0HDQH�JHWWLQJ�WKH�MRE�ZRXOG�EH�JRRG��2QO\�
RQ�WKH�EDVLV�RI�WKDW�DYHUDJH�GLG�\RX�GHVLUH�WKDW�0HDQH�JHW�WKH�MRE��
2XU�$QWL�+XPHDQ�KDV�QRW�\HW�RIIHUHG�DQ\�LQIRUPDWLYH�DQDO\VLV�RI�WKH�

FRQWHQW�RI�EHOLHIV�DERXW�ZKDW�ZRXOG�EH�JRRG��0D\EH�KH�WKLQNV�WKLV�FDQ�
EH�GRQH��PD\EH�QRW��%XW�KH�VD\V�WKDW�ZH�KDYH�RQH�KDQGOH��DW�DQ\�UDWH��RQ�
WKH�GLVWLQFWLYH�FRQWHQW�RI�VXFK�EHOLHIV��WKH�SURSRVLWLRQ�WKDW�0HDQH�JHWWLQJ�
WKH�MRE�ZRXOG�EH�JRRG�LV�WKDW�SURSRVLWLRQ�;��ZKDWHYHU�LW�PD\�EH��VXFK�
WKDW�EHOLHYLQJ�;�LV�VRPHKRZ�QHFHVVDULO\�FRQQHFWHG�ZLWK�GHVLULQJ�WKDW�
0HDQH�JHW�WKH�MRE��
2XU�$QWL�+XPHDQ�PD\�VD\�KRZ�LQWXLWLYH�LW�VHHPV�WKDW�D�EHOLHI�DERXW�

ZKDW�LV�JRRG�VKRXOG�EH�QHFHVVDULO\�FRQQHFWHG�ZLWK�GHVLUH��DQG�KRZ�ULJKW�
LW�VHHPV�WR�H[SODLQ�\RXU�YRWH�E\�VD\LQJ�WKDW�\RX�EHOLHYHG�WKDW�0HDQH�
JHWWLQJ�WKH�MRE�ZRXOG�EH�JRRG��:H�FDQ�FRXQWHU�LQ�RQH�RI�WZR�ZD\V��0D\EH�
�L�� D�VR�FDOOHG�
EHOLHI�DERXW�ZKDW�ZRXOG�EH�JRRG
�LV�FDOOHG�D�EHOLHI�E\�
FRXUWHV\��EXW�ULJKWO\�VSHDNLQJ�LW�LV�QRW�D�EHOLHI�DW�DOO�EXW�UDWKHU�LW�LV�WKH�

��)RU�FULWLFLVP�DQG�GHIHQFH�RI�VHYHUDO�$QWL�+XPHDQ�YLHZV�DW�OHDVW�FORVH�WR�WKH�'HVLUH�DV�%HOLHI�
7KHVLV��VHH�0LFKDHO�6PLWK��
7KH�+XPHDQ�7KHRU\�RI�0RWLYDWLRQ
��0LQG��,�����SS������,�� 3KLOLS�
3HWWLW��
+XPHDQV��$QWL�+XPHDQV��DQG�0RWLYDWLRQ
��0LQG��,�����SS��������� DQG�0LFKDHO�6PLWK��
2Q�
+XPHDQV��$QWL�+XPHDQV�DQG�0RWLYDWLRQ��D�5HSO\�WR�3HWWLW
��0LQG��WKLV�LVVXH��)RU�FULWLFDO�GLVFXVVLRQ�
RI�DQ�H[SOLFLW�GHVLUH�EHOLHI�LGHQWLW\�WKHVLV��VHH�-��(��-��$OWKDP�RQ�
EHVLUHV
��
7KH�/HJDF\�RI�(PRWLYLVP
�
LQ�)DFW��6FLHQFH�DQG�0RUDOLW\��(VVD\V�RQ�$��-��$\HU
V�/DQJXDJH��7UXWK�DQG�/RJLF��HG��*UDKDP�
0DFGRQDOG�DQG�&ULVSLQ�:ULJKW��2[IRUG��%ODFNZHOO��,�����SS�� �������

This content downloaded from 130.132.173.105 on Tue, 4 Jun 2013 14:02:17 PM
All use subject to JSTOR Terms and Conditions

http://www.jstor.org/page/info/about/policies/terms.jsp


'HVLUH�DV�%HOLHI� ����

FRUUHVSRQGLQJ�GHVLUH��RU�PD\EH�LW�FRQVLVWV�RI�WKH�GHVLUH�SOXV�VRPHWKLQJ�
PRUH��7KHQ�LQ�DQ\�V\VWHPDWLF�WUHDWPHQW�RI�EHOLHI�DQG�GHVLUH��ZH�VKRXOG�
QRW�H[SHFW�WKHVH�EHOLHIV�E\�FRXUWHV\�WR�IXQFWLRQ�LQ�WKH�VDPH�ZD\�DV�EHOLHIV�
ULJKWO\�VR�FDOOHG��2U�PD\EH����� LW�LV�D�JHQXLQH�EHOLHI��DQG�QRW�QHFHVVDULO\�
FRQQHFWHG�ZLWK�GHVLUH��EXW�PD\EH�LW�LV�FRQWLQJHQWO\�FRQQHFWHG�ZLWK�GHVLUH�
DQG�ZH�FDQ�H[SODLQ�ZK\�LW�LV�WKDW��TXLWH�RIWHQ��EHOLHIV�DERXW�ZKDW�ZRXOG�
EH�JRRG�JR�KDQG�LQ�KDQG�ZLWK�WKH�FRUUHVSRQGLQJ�GHVLUHV��2XU�$QWL��
+XPHDQ�PD\�UHSO\�WKDW�WKHVH�H[SODQDWLRQV�RI�ZKDW�ZH�VD\�DUH�VWUDLQHG�
FRPSDUHG�ZLWK�KLV�RZQ��:H�PD\�UHSO\�WKDW�ZH�ILQG�LW�KDUG�WR�VHH�KRZ�
KLV�FRXOG�SRVVLEO\�EH�WUXH��$OO�WKLV�VNLUPLVKLQJ�LV�LQFRQFOXVLYH��

��� 7KH�FROOLVLRQ�
'HFLVLRQ�7KHRU\�LV�DQ�LQWXLWLYHO\�FRQYLQFLQJ�DQG�ZHOO�ZRUNHG�RXW�IRUPDO�
WKHRU\�RI�EHOLHI��GHVLUH��DQG�ZKDW�LW�PHDQV�WR�VHUYH�RXU�GHVLUHV�DFFRUGLQJ�
WR�RXU�EHOLHIV��,W�LV�RI�FRXUVH�LGHDOL]HG��EXW�VXUHO\�LW�LV�IXQGDPHQWDOO\�
ULJKW��,I�DQ�$QWL�+XPHDQ�'HVLUH�DV�%HOLHI�7KHVLV�FROOLGHV�ZLWK�'HFLVLRQ�
7KHRU\��LW�LV�WKH�'HVLUH�DV�%HOLHI�7KHVLV�WKDW�PXVW�JR���6R�QRZ�,�VKDOO�
GLVSOD\�WKH�FROOLVLRQ��
,W�LV�IDLU�WR�WDNH�D�VLPSOH�FDVH��EHFDXVH�LI�RXU�$QWL�+XPHDQ
V�WKHVLV�

FROOLGHV�ZLWK�'HFLVLRQ�7KHRU\�RQO\�LQ�VLPSOH�FDVHV��WKDW�LV�EDG�HQRXJK��
�L�� 7KH�'HVLUH�DV�%HOLHI�7KHVLV�RQO\�DSSOLHV�WR�VRPH�GHVLUHV�QRW�LQFOXG��
LQJ��IRU�LQVWDQFH��\RXU�RYHUSRZHUHG�GHVLUH�WR�KDYH�1HLVV�IRU�D�FROOHDJXH��
%XW�LI�WKH�WKHVLV�LV�ULJKW��VXUHO\�LW�ZRXOG�EH�SRVVLEOH�IRU�VRPH�DJHQW�VD\�
)UHGHULF��WKDW�IDPRXV�VODYH�RI�GXW\�WR�KDYH�RQO\�WKH�GHVLUHV�WR�ZKLFK�
WKH�WKHVLV�GRHV�DSSO\��/HW�XV�VXSSRVH��IRU�QRZ��WKDW�)UHGHULF�LV�PRYHG�
HQWLUHO\�E\�EHOLHIV�DERXW�ZKDW�ZRXOG�EH�JRRG��LQ�RWKHU�ZRUGV��E\�GHVLUHV�
QHFHVVDULO\�FRQQHFWHG�WR�VXFK�EHOLHIV������ /HW�XV�VXSSRVH��IRU�QRZ��WKDW�
)UHGHULF�GRHV�QRW�GLVFULPLQDWH�GHJUHHV�RI�JRRGQHVV��+LV�GHVLUH�WKDW�$�LV�
FRQQHFWHG�VLPSO\�WR�KLV�EHOLHI�WKDW�$�ZRXOG�EH�JRRG�QRW�WR�EHOLHIV�DERXW�
MXVW�KRZ�JRRG�$�ZRXOG�EH������/HW�XV�VXSSRVH�WKDW�1HZFRPE�OLNH�SUREOHPV�
GR�QRW�DULVH��VR�WKDW�WKH�
FDXVDO
�ZD\�RI�FDOFXODWLQJ�H[SHFWHG�YDOXH�GRHV�
QRW�GLIIHU�IURP�WKH�HDVLHU�
HYLGHQWLDO
�ZD\������/HW�XV�VXSSRVH�WKDW�
)UHGHULF
V�V\VWHP�RI�EHOLHIV�DQG�GHVLUHV�HYROYHV�LQ�DFFRUGDQFH�ZLWK�5LFKDUG�
-HIIUH\
V�SUREDELOLW\�NLQHPDWLFV��DQG�WKDW�WKH�'HVLUH�DV�%HOLHI�7KHVLV�
FRQWLQXHV�WR�KROG�DV� EHILWV�D� QHFHVVDU\�FRQQHFWLRQ�DIWHU�DQ\�VXFK�
HYROXWLRQ��
7KHQ�WKH�'HVLUH�DV�%HOLHI�7KHVLV�VD\V�WKDW�)UHGHULF�GHVLUHV�WKLQJV�MXVW�

ZKHQ�KH�EHOLHYHV�WKH\�ZRXOG�EH�JRRG��2U�EHWWHU��VLQFH�ZH�PXVW�
�� 'HFLVLRQ�7KHRU\�WUHDWV�EHOLHI�DQG�GHVLUH�DV�PDWWHUV�RI�GHJUHH��6XUHO\�WKH\�DGPLW�RI�GHJUHH�WR�D�

FRQVLGHUDEOH�H[WHQW��EXW�ZH�PXVW�RI�FRXUVH�JUDQW�WKDW�D�WKRURXJKO\�TXDQWLWDWLYH�WUHDWPHQW�LV�DQ�
LGHDOL]DWLRQ��7KH�RSSRVLWH�LGHDOL]DWLRQ�DOVR�LV�RI�LQWHUHVW��VLQFH�WKH�WUXWK�OLHV�LQ�EHWZHHQ��+RZ�GRHV�
WKH�'HVLUH�DV�%HOLHI�7KHVLV�IDUH�XQGHU�D�WKRURXJKO\�QRQ�TXDQWLWDWLYH�WUHDWPHQW"�-RKQ�&ROOLQV�KDV�
LQYHVWLJDWHG�WKDW�TXHVWLRQ��6HH�KLV�DUWLFOH�LQ�WKLV�LVVXH��
%HOLHI��'HVLUH��DQG�5HYLVLRQ
��0LQG��,�����SS��
��������
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DFNQRZOHGJH�WKDW�GHVLUH�DQG�EHOLHI�DGPLW�RI�GHJUHH��KH�GHVLUHV�WKLQJV�MXVW�
WR�WKH�H[WHQW�WKDW�KH�EHOLHYHV�WKH\�ZRXOG�EH�JRRG��7R� DQ\�RUGLQDU\�
SURSRVLWLRQ�$��WKHUH�FRUUHVSRQGV�DQRWKHU�SURSRVLWLRQ��$��WKH�SURSRVLWLRQ�
WKDW�LW�ZRXOG�EH�JRRG�WKDW�$��)UHGHULF
V�H[SHFWHG�YDOXH�IRU�$��ZKLFK�
UHSUHVHQWV�WKH�GHJUHH�WR�ZKLFK�KH�GHVLUHV�WKDW�$��HTXDOV�WKH�GHJUHH�WR�
ZKLFK�KH�EHOLHYHV�WKDW�$��$QG�WKLV�LV�VR�QRW�RQO\�IRU�)UHGHULF�DV�KH�LV�DW�
SUHVHQW��EXW�DOVR�IRU�)UHGHULF�DIWHU�KH�HYROYHV�E\�SUREDELOLW\�NLQHPDWLFV��
1RZ��ZKDW�GRHV�'HFLVLRQ�7KHRU\�VD\�DERXW�)UHGHULF
V�FDVH"��
$W�DQ\�PRPHQW��)UHGHULF�KDV�D�FUHGHQFH�IXQFWLRQ�&��,W�PHDVXUHV�WKH�

GHJUHH�WR�ZKLFK�KH�EHOLHYHV�YDULRXV�SURSRVLWLRQV��$�FRQGLWLRQDO�FUHGHQFH�
&�$�(��LV�GHILQHG�DV�D�TXRWLHQW�RI�XQFRQGLWLRQDO�FUHGHQFHV�&�$(��&�(���
DQG�ZKHQHYHU�,� ZULWH�D�FRQGLWLRQDO�FUHGHQFH��,� DP�LPSRVLQJ�D�WDFLW�
UHVWULFWLRQ�WR�FDVHV�LQ�ZKLFK�WKH�GHQRPLQDWRU�LV�SRVLWLYH��&UHGHQFH�REH\V�
D�SULQFLSOH�RI�DGGLWLYLW\��IRU�DQ\�SURSRVLWLRQ�$�DQG�DQ\�SDUWLWLRQ�(O���������
(Q��D�SDUWLWLRQ�EHLQJ�D�VHW�RI�PXWXDOO\�H[FOXVLYH�DQG�MRLQWO\�H[KDXVWLYH�
SURSRVLWLRQV���

�,�� &�$��  � L�&�$(L��  � �L� &�$�(L�&�(L���

$W�DQ\�PRPHQW��)UHGHULF�DOVR�KDV�DQ��HYLGHQWLDO��H[SHFWHG�YDOXH�IXQFWLRQ�
9��,W�PHDVXUHV�WKH�GHJUHH�WR�ZKLFK�KH�GHVLUHV�WKDW�YDULRXV�SURSRVLWLRQV�
EH�WUXH��9DOXH�REH\V�LWV�RZQ�SULQFLSOH�RI�DGGLWLYLW\��IRU�DQ\�SURSRVLWLRQ�
$�DQG�DQ\�SDUWLWLRQ�(����� �� �(Q�

���� 9�$�� �;L�9�$(L�&�(L�$�� � 9�$(L�&�$�(L�&�(L��
/L� &�$��

7KXV�WKH�YDOXH�RI�D�SURSRVLWLRQ�WKDW�PLJKW�FRPH�WUXH�LQ�VHYHUDO�DOWHUQDWLYH�
ZD\V�LV�DQ�DYHUDJH�RI�WKH�YDOXHV�RI�WKRVH�VHYHUDO�DOWHUQDWLYHV��ZHLJKWHG�E\�
WKHLU�FRQGLWLRQDO�FUHGHQFHV��
1RZ�VXSSRVH�WKDW�)UHGHULF
V�VWDWH�FKDQJHV�E\�SUREDELOLW\�NLQHPDWLFV��

VWDUWLQJ�IURP�DQ�LQLWLDO�VWDWH�JLYHQ�E\�WKH�FUHGHQFH�DQG�YDOXH�IXQFWLRQV�&�
DQG�9��7KH�FKDQJH�LV�JLYHQ�E\�WKUHH�WKLQJV��)LUVW��ZH�KDYH�DQ�RULJLQDWLQJ�
SDUWLWLRQ�(O� ����� �� (��� WKHVH�DUH�WKH�SURSRVLWLRQV�VXEMHFW�WR�H[RJHQRXV�
FKDQJH��1H[W��ZH�KDYH�QXPEHUV�GO��������GQ�ZKLFK�PHDVXUH�WKH�GLVWULEXWLRQ�
RI�FKDQJH�RYHU�WKH�PHPEHUV�RI�WKLV�SDUWLWLRQ��6RPH�RI�WKH�GL
V�DUH�SRVLWLYH��
WKHVH�VXP�WR�,�� DQG�ZKHQ�GL�LV�SRVLWLYH��WKH�FUHGHQFH�RI�(L�LV�UDLVHG�
SURSRUWLRQDOO\�WR�GL��2WKHU�GL
V�DUH�QHJDWLYH��WKHVH�VXP�WR��� ,�� DQG�ZKHQ�
GL�LV�QHJDWLYH��WKH�FUHGHQFH�RI�(��LV�ORZHUHG�SURSRUWLRQDOO\�WR�GL��6WLOO�RWKHU�
GL
V�PD\�EH�]HUR��LQ�ZKLFK�FDVH�WKH�FUHGHQFH�RI�WKH�FRUUHVSRQGLQJ�(L
V�LV�
XQFKDQJHG��)LQDOO\��ZH�KDYH�D�SRVLWLYH�QXPEHU�[�ZKLFK�PHDVXUHV�WKH�

��,�IROORZ�WKH�H[SRVLWLRQ�RI�'HFLVLRQ�7KHRU\�DQG�SUREDELOLW\�NLQHPDWLFV�LQ�5LFKDUG�&��-HIIUH\��7KH�
/RJLF�RI�'HFLVLRQ���QG�HGQ���/RQGRQ��8QLYHUVLW\�RI�&KLFDJR�3UHVV��,�����H[FHSW�WKDW��XQOLNH�-HIIUH\��
,�VSOLW�WKH�LQFUHPHQWV�WKDW�VSHFLI\�DQ�H[RJHQRXV�FKDQJH�LQWR�
GLVWULEXWLRQ
�DQG�
DPRXQW
��,�VSHDN�RI�
WKH�EHDUHUV�RI�FUHGHQFH�DQG�H[SHFWHG�YDOXH�DV�
SURSRVLWLRQV
��IRU�SUHVHQW�SXUSRVHV��LW�GRHV�QRW�PDWWHU�
WKDW�WKH\�PLJKW�EH�HJRFHQWULF�SURSRVLWLGQV��RU�WKDW�WKH\�PLJKW�EH�WDNHQ�DV�VHQWHQFHV��
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'HVLUH�DV�%HOLHI� ����

DPRXQW�RI�H[RJHQRXV�FKDQJH��7KH�FUHGHQFH�RI�HDFK�(L�FKDQJHV��XS�RU�
GRZQ�DV�WKH�FDVH�PD\�EH��E\�WKH�DPRXQW�GL[��$OO�RWKHU�FKDQJHV�LQ�FUHGHQFH�
DUH�GULYHQ�E\�WKLV�H[RJHQRXV�FKDQJH��WKH�FUHGHQFH�RI�DQ\�RWKHU�SURSRVLWLRQ�
FRQGLWLRQDO�RQ�DQ\�RQH�RI�WKH�(L
V�UHPDLQV�XQFKDQJHG��6R�LI�&[�LV�WKH�QHZ�
FUHGHQFH�IXQFWLRQ��ZH�KDYH�&[�(L�� � &�(L����GL[�IRU�HDFK�(L��DQG�ZH�KDYH�
&-�$�(L�� � &�$�(L��IRU�DQ\�$�DQG�(L��,W�IROORZV��XVLQJ�DGGLWLYLW\�IRU�
FUHGHQFHV��WKDW�

���� �$�  � &�$�>,� �S[@� ZKHUH� &�$�(L�GL�
L� &�$��

/LNHZLVH�IRU�$��WKH�SURSRVLWLRQ�WKDW�LW�ZRXOG�EH�JRRG�WKDW�$��

2� 2� Y� aaaaaaaaa&�$�(L�GL�
���� &;�$�� � &�$�>L� ��T[@�� T�ZH� =� &�$�

:KHQ�FUHGHQFHV�FKDQJH�E\�SUREDELOLW\�NLQHPDWLFV��H[SHFWHG�YDOXHV�PD\�
FKDQJH�DOVR��EXW�RQO\�LQ�UHVSRQVH�WR�WKH�H[RJHQRXV�UHGLVWULEXWLRQ�RI�
FUHGHQFH�RYHU�WKH�(L
V��,I�D�SURSRVLWLRQ�$�LV�FRPSDWLEOH�ZLWK�VHYHUDO�
GLIIHUHQW�(L
V��WKHQ�WKH�UHGLVWULEXWLRQ�PD\�FKDQJH�WKH�FRQGLWLRQDO�FUHGHQFHV�
WKDW�$�ZLOO�FRPH�WUXH�LQ�JRRG�RU�EDG�ZD\V��DQG�WKHUHE\�DIIHFW�WKH�H[SHFWHG�
YDOXH�RI�$��%XW�WKLV�FDQQRW�KDSSHQ�LI�$�LV�FRPSDWLEOH�ZLWK�RQO\�RQH�RI�
WKH�(L
V��,Q�WKDW�FDVH��LWV�YDOXH�UHPDLQV�XQFKDQJHG���&DOO�WKLV�WKH�,QYDULDQFH�
$VVXPSWLRQ���,Q�SDUWLFXODU��WKH�YDOXH�RI�DQ\�FRQMXQFWLRQ�$(L�UHPDLQV�
XQFKDQJHG��LI�9[�LV�WKH�QHZ�YDOXH�IXQFWLRQ��9-�$(L�� � 9�$(L���,W�IROORZV��
XVLQJ�DGGLWLYLW\�IRU�YDOXHV��WKDW�

>,���U[@� Y9�$(L�� &��$�(L��G�
���� 9-�$�� � 9�$�� �� ZKHUH�U� �

>,��S[@� =L� 9�$�&�$��

1RZ�WDNH�DQ\�RULJLQDWLQJ�SDUWLWLRQ�DQG�DQ\�GLVWULEXWLRQ��+ROG�WKHP�IL[HG�
DQG�OHW�[�YDU\��:H�DVVXPH�WKDW�[�FDQ�LQGHHG�YDU\��DW�OHDVW�ZLWKLQ�VRPH�
OLPLWHG�UDQJH��WKH�SDUWLWLRQ�DQG�GLVWULEXWLRQ�QHYHU�GHWHUPLQH�WKH�H[DFW�
DPRXQW�RI�FKDQJH��7KH�'HVLUH�DV�%HOLHI�7KHVLV��DSSOLHG�WR�)UHGHULF
V�ROG�
DQG�QHZ�VWDWHV��VD\V�WKDW�

���� &�$��  9�$���

���� &-�$�� � 9�$���
)URP�����������DQG�����ZH�KDYH�

���� 9-�$�� � 9�$��>L���T[@��
1RZ�ZH�VHH�WKH�SUREOHP��DFFRUGLQJ�WR�����WKH�H[SHFWHG�YDOXH�RI�$�JRHV�
E\�D�OLQHDU�IXQFWLRQ�RI�[��ZKHUHDV�DFFRUGLQJ�WR�����LW�JRHV�E\�D�TXRWLHQW�
RI�OLQHDU�IXQFWLRQV��6R�WKH�OLQHDU�IXQFWLRQ�DQG�WKH�TXRWLHQW�PXVW�VRPHKRZ�
VWD\�HTXDO�WKURXJKRXW�VRPH�UDQJH�RI�YDOXHV�RI�[��+RZ�LV�WKDW�SRVVLEOH"�
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���� 'DYLG�/HZLV�

+HUH�LV�RQH�ZD\��S� � R�DQG�T� � U��%XW�WKHQ�WKH�FUHGHQFH�RI�$�PXVW�EH�
FRQVWDQW��+HUH�LV�DQRWKHU�ZD\��T� � R�DQG�S� � U��%XW�WKHQ�WKH�YDOXH�RI�
$�PXVW�EH�FRQVWDQW��7KHVH�DUH�WKH�RQO\�SRVVLELOLWLHV��EHFDXVH�IURP�����DQG�
����ZH�KDYH�

�J�� ST[��>S�T�U@[�  � R��
ZKLFK�FDQQRW�KROG�IRU�PRUH�WKDQ�D�VLQJOH�YDOXH�RI�[�XQOHVV�ERWK�FRHIILFLHQWV�
DUH�]HUR��6R�D�FKDQJH�E\�SUREDELOLW\�NLQHPDWLFV��QR�PDWWHU�ZKDW�WKH�
SDUWLWLRQ�DQG�GLVWULEXWLRQ�DQG�DPRXQW��FDQQRW�FKDQJH�ERWK�WKH�FUHGHQFH�
DQG�DOVR�WKH�H[SHFWHG�YDOXH�RI�DQ\�SURSRVLWLRQ�$��7KDW�LV�WR�VD\�WKDW�
)UHGHULF�FDQQRW�VLPXOWDQHRXVO\�FKDQJH�ERWK�KLV�RSLQLRQ�DERXW�ZKHWKHU�$�
DQG�KLV�GHVLUH�DERXW�ZKHWKHU�$��
7KLV�LV�TXLWH�ZURQJ��%\�LPSRVLQJ�WKH�'HVLUH�DV�%HOLHI�7KHVLV�DV�D�QHZ�

FRQVWUDLQW�RQ�'HFLVLRQ�7KHRU\��ZH�KDYH�RYHUFRQVWUDLQHG�LW��DQG�PDGH�LW�
H[FOXGH�ZKDW�FDQ�SHUIHFWO\�ZHOO�KDSSHQ��([DPSOH��)UHGHULF�NQRZV�WKDW�
6WDQOH\�KDV�RIWHQ�HVFDSHG�WKH�DQJHU�RI�WKH�SLUDWHV�E\�FODLPLQJ�WR�EH�DQ�
RUSKDQ��+H�QRZ�OHDUQV�WKDW�6WDQOH\�LV�LQ�IDFW�QR�RUSKDQ��7KLV�GLVFRYHU\�
KDV�WZR�HIIHFWV��)UHGHULF�UHFNRQV�WKDW�ZKDW�KH�FDQ�ILQG�RXW��WKH�SLUDWHV�
DOVR�ZLOO�VRRQ�ILQG�RXW��SHUKDSV�EHFDXVH�KH�ZLOO�EH�GXW\�ERXQG�WR�WHOO�
WKHP�KLPVHOI���DQG�VR�KH�WKLQNV�WKDW�WKH�SLUDWHV�ZLOO�VRRQ�EH�YHU\�DQJU\�
ZLWK�6WDQOH\�IRU�GHFHLYLQJ�WKHP��,Q�DGGLWLRQ��KH�WKLQNV�WKDW�6WDQOH\�ZLOO�
GHVHUYH�WKHLU�DQJHU��KH�EHOLHYHV�DW�OHDVW�VRPHZKDW�PRUH�WKDQ�KH�GLG�EHIRUH�
WKDW�LW�ZRXOG�EH�JRRG�IRU�WKH�SLUDWHV�WR�EH�DQJU\�ZLWK�6WDQOH\��DQG�VR��LQ�
KLV�PRUDOLVWLF�ZD\��KH�GHVLUHV�DW�OHDVW�VRPHZKDW�PRUH�WKDQ�KH�GLG�EHIRUH�
WKDW�WKH�SLUDWHV�EH�DQJU\�ZLWK�6WDQOH\��:KHUH�$�LV�WKH�SURSRVLWLRQ�WKDW�
WKH�SLUDWHV�ZLOO�VRRQ�EH�DQJU\�ZLWK�6WDQOH\��WKH�GLVFRYHU\�WKDW�6WDQOH\�LV�
QR�RUSKDQ�EULQJV�ERWK�D�FKDQJH�LQ�WKH�FUHGHQFH�RI�$�DQG�DOVR�D�FKDQJH�
LQ�WKH�FUHGHQFH�RI�$�DQG�WKH�H[SHFWHG�YDOXH�RI�$��
,�FRQFOXGH�WKDW�RXU�$QWL�+XPHDQ
V�'HVLUH�DV�%HOLHI�7KHVLV�LV�LQ�EDG�

WURXEOH��

���'RHV�WKH�DUJXPHQW�SURYH�WRR�PXFK"�
<RX�PD\�WKLQN��DV�,�GLG��WKDW�P\�DUJXPHQW�DJDLQVW�WKH�'HVLUH�DV�%HOLHI�
7KHVLV�KDV�WR�EH�ZURQJ��EHFDXVH�LW�SURYHV�WRR�PXFK��)RU�LW�GRHV�QRW�MXVW�
UHIXWH�WKH�$QWL�+XPHDQ
V�JUDQG�'HVLUH�DV�%HOLHI�7KHVLV��LW�UHIXWHV�DOVR�
WKH�VXSSRVLWLRQ�WKDW�VRPH�PRGHVW��FRQWLQJHQW�HTXDWLRQ�RI�GHVLUH�ZLWK�
EHOLHI�PLJKW�KROG�LQ�VRPH�VSHFLDO�FDVH��%XW�FRQVLGHU�WKLV�VSHFLDO�FDVH��
6XSSRVH�)UHGHULF�VLQJOH�PLQGHGO\�SXUVXHV�RQH�JRDO��WKDW�WKH�SURSRVLWLRQ�
*�EH�WUXH���)RU�LQVWDQFH��*�PLJKW�EH�WKH�SURSRVLWLRQ�WKDW�KH�QHYHU�HYHU�
IDLOV�LQ�KLV�GXW\��7KH�H[DPSOH�UHTXLUHV�WKDW�KLV�JRDO�LV�SHUIHFWLRQ�D�PLVV�
LV�DV�JRRG�DV�D�PLOH���7KHQ��VFDOLQJ�9�WR�WKH�XQLW�LQWHUYDO��ZH�KDYH�WKDW�
IRU�DQ\�$��9�$*��  � L� DQG�9�$*��  � R��VR�

�LR�� 9�$�� � 9�$*�&�*�$��9�$*�&�*�$�� � &�*�$���
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'HVLUH�DV�%HOLHI�����

/LNHZLVH�IRU�DQ\�ODWHU�VWDWH�RI�)UHGHULF�JLYHQ�E\�&��DQG�9���

�LL�� 9��$��  � &4�*�$���

)RU�WKLV�VSHFLDO�FDVH��ZH�KDYH�PDQDJHG�DW�OHDVW�WR�HTXDWH�GHVLUH�ZLWK�
FRQGLWLRQDO�FUHGHQFH��,W�PD\�VHHP�WKDW�ZH�FDQ�GR�EHWWHU��)RU�DQ\�
SURSRVLWLRQ�$��OHW�$�EH�WKH�SURSRVLWLRQ�WKDW�$�FRQGXFHV�WR�*��$� �!*��
LQ�VRPH�DSSURSULDWH�VHQVH�RI�WKH�FRQGLWLRQDO�DUURZ��,W�VHHPV�WKDW�)UHGHULF
V�
GHVLUH�WKDW�$�VKRXOG�DOZD\V�HTXDO�KLV�GHJUHH�RI�EHOLHI�WKDW�$�FRQGXFHV�WR�
DFKLHYLQJ�KLV�JRDO�*��$QG�QRW�MXVW�LQ�KLV�SUHVHQW�VWDWH�JLYHQ�E\�&�DQG�9��
EXW�DOVR�LQ�DQ\�QHZ�VWDWH�JLYHQ�E\�VRPH�&��DQG�9���6R�ZH�JHW�EDFN�WKH�
VXSSRVHGO\�UHIXWHG�$QWL�+XPHDQ�HTXDWLRQV��

�,��� 9�$��  � &�$���� *��  � &�$���

�,��� 9��$�� � &;�$��� *�� � &��$��
WKLV�WLPH�QRW�IURP�VRPH�JUDQG�'HVLUH�DV�%HOLHI�7KHVLV�EXW�MXVW�IURP�
SODXVLEOH�VRXQGLQJ�DVVXPSWLRQV�DERXW�WKH�FDVH�RI�WKH�VLQJOH�PLQGHG�
)UHGHULF��:K\�QRW"�
$QVZHU��EHFDXVH��SDFH�LQWXLWLRQ��DQ�
DSSURSULDWH�VHQVH�RI�WKH�DUURZ
�MXVW�

GRHV�QRW�H[LVW��7DNLQJ��LR�� DQG��,��� WRJHWKHU��RU��LL�� DQG��,���� ZH�ILQG�
RXUVHOYHV�GHDOLQJ�ZLWK�WKH�GUHDGHG�
SUREDELOLW\�FRQGLWLRQDO
��D�VXSSRVHG�
FRQQHFWLYH�ZKLFK�PDNHV�SUREDELOLWLHV�RI�FRQGLWLRQDOV�HTXDO�WKH�FRUUHVSRQG��
LQJ�FRQGLWLRQDO�SUREDELOLWLHV��

�,��� &�$��� *�� � &�*�$���

�,��� &;�$� *�� � &[�*�$���
,I�ZH�KDG�D�SUREDELOLW\�FRQGLWLRQDO��ZH�FRXOG�XSKROG�D�PRGHVW�HTXDWLRQ�
RI�GHVLUH�ZLWK�EHOLHI��DW�OHDVW�LQ�WKLV�VSHFLDO�FDVH��ZH�KDYH�VHHQ�ZK\�HYHQ�
WKLV�PRGHVW�HTXDWLRQ�FROOLGHV�ZLWK�'HFLVLRQ�7KHRU\��WKHUHIRUH�ZH�GR�QRW�
KDYH�D�SUREDELOLW\�FRQGLWLRQDO��7KDW�ZDV�NQRZQ�DOUHDG\��FHUWDLQ�WULYLDO�
FDVHV�DVLGH��ZH�FDQQRW�JLYH�D�VHQVH�WR�WKH�DUURZ�VXFK�WKDW������ ZLOO�KROG�
IRU�DOO�&��$��DQG�*��(YHQ�LI�ZH�IL[�&��DQG�IL[�DQ�RULJLQDWLQJ�SDUWLWLRQ�DQG�
GLVWULEXWLRQ��ZH�VWLOO�FDQQRW�JLYH�D�VHQVH�WR�WKH�DUURZ�VXFK�WKDW��,��� KROGV�
IRU�DOO�[��$��DQG�*��
<RX�PLJKW�SURWHVW�WKDW�ZH�QHHG�QRWKLQJ�VR�DPELWLRXV��)RU�SUHVHQW�

SXUSRVHV��WKH�RQO\�FRQGLWLRQDOV�WKDW�PDWWHU�DUH�WKRVH�WKDW�KDYH�WKH�RQH�
IL[HG�FRQVHTXHQW�*�WKDW�VSHFLILHV�)UHGHULF
V�VLQJOH�JRDO��,W�LV�HQRXJK�LI�
ZH�FDQ�IL[�&��IL[�WKH�SDUWLWLRQ�DQG�GLVWULEXWLRQ��DQG�DOVR�IL[�*��DQG�WKHQ�
PDNH��,��� DQG��,� ���KROG�IRU�DOO�[�DQG�$��%XW�ZKDW�RXU�SUHVHQW�DUJXPHQW�
VKRZV��ZKHQ�DSSOLHG�WR�WKH�FDVH�RI�WKH�VLQJOH�PLQGHG�)UHGHULF��LV�WKDW�ZH�
FDQQRW�HYHQ�GR�WKDW�ZHOO��,Q�YLHZ�RI�HDUOLHU�QHJDWLYH�UHVXOWV�DJDLQVW�WKH�
SUREDELOLW\�FRQGLWLRQDO��WKDW�VKRXOG�FRPH�DV�QR�ELJ�VXUSULVH���

�� )RU�WKHVH�QHJDWLYH�UHVXOWV��VHH�P\�
3UREDELOLWLHV�RI�&RQGLWLRQDOV�DQG�&RQGLWLRQDO�3UREDELOLWLHV
��7KH�
3KLORVRSKLFDO�5HYLHZ��,����� SS�� �����,��� DQG�
3UREDELOLWLHV�RI�&RQGLWLRQDOV�DQG�&RQGLWLRQDO�
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���� 'DYLG�/HZLV�

���7ZR�VLPSOLILFDWLRQV�UHPRYHG�
,�VDLG�WKDW�LI�RXU�$QWL�+XPHDQ
V�WKHVLV�FROOLGHV�ZLWK�'HFLVLRQ�7KHRU\�
RQO\�LQ�VLPSOH�FDVHV��WKDW�ZRXOG�EH�EDG�HQRXJK��7KHQ�,�ZHQW�RQ�WR�
VLPSOLI\�E\�VXSSRVLQJ�WKDW�)UHGHULF�ZDV�PRYHG�HQWLUHO\�E\�GHVLUHV�WR�
ZKLFK�WKH�WKHVLV�DSSOLHV��DQG�WKDW�KH�GLG�QRW�GLVFULPLQDWH�GHJUHHV�RI�
JRRGQHVV��<RX�PLJKW�GRXEW�WKDW�WURXEOH�LQ�WKLV�YHU\�VSHFLDO�FDVH�UHDOO\�LV�
EDG�HQRXJK�WR�PDWWHU��LI�LW�GRHV�QRW�DULVH�LQ�OHVV�SHFXOLDU�FDVHV�DV�ZHOO��,�
GLVDJUHH��EXW�UDWKHU�WKDQ�GLVSXWH�WKH�TXHVWLRQ��ZH�FDQ�GR�WKH�FDOXODWLRQ�
RYHU�ZLWK�WKH�WZR�VLPSOLILFDWLRQV�UHPRYHG��
6XSSRVH��WKHQ��WKDW�LQ�DGGLWLRQ�WR�WKH�FRPSRQHQW�9�RI�H[SHFWHG�

YDOXH�WKDW�REH\V�WKH�'HVLUH�DV�%HOLHI�7KHVLV��WKHUH�LV�DOVR�DQ�
RUGLQDU\
�
FRPSRQHQW�9��WKDW�GRHV�QRW��7KH�WRWDO�YDOXH�RI�D�SURSRVLWLRQ�$�LV�
9�$����9��$���$VVXPH�VWLOO�WKDW�WRWDO�YDOXH�REH\V�DGGLWLYLW\��DQG�DOVR�
REH\V�WKH�UXOH�WKDW�ZKHQ�D�FKDQJH�RULJLQDWHV�LQ�(���������(��WKH�YDOXH�RI�
DQ\�FRQMXQFWLRQ�$(L�LV�XQFKDQJHG��/HW�XV�PDNH�WKH�VDPH�DVVXPSWLRQV�IRU�
9���WKH\�ZRXOG�KROG�LI�9��ZHUH�WKH�ZKROH�RI�WRWDO�YDOXH��DQG�ZK\�
VKRXOG�WKH�EHKDYLRXU�RI�9��FKDQJH�MXVW�EHFDXVH�ZH�DGG�DQRWKHU�FRP��
SRQHQW�WR�LW"�7KHQ�9��UHJDUGOHVV�RI�ZKHWKHU�LW�LV�WKH�ZKROH�RU�PHUHO\�D�
FRPSRQHQW�RI�WRWDO�YDOXH��DOVR�REH\V�WKH�WZR�DVVXPSWLRQV��7KHUHIRUH�����
VWLOO�KROGV��
1RZ�VXSSRVH�WKDW�)UHGHULF�WKLQNV�RI�JRRGQHVV�DV�VRPHWKLQJ�WKDW�DGPLWV�

RI�GHJUHH��/HW�JO��������JP�EH�WKH�GHJUHHV�RI�JRRGQHVV�WKDW�KH�GLVFULPLQDWHV��
�,I�\RX�GR�QRW�ZDQW�WR�DVVXPH�WKDW�WKHUH�DUH�RQO\�ILQLWHO\�PDQ\��OHW�RXU�
VXPV�EH�LQILQLWH�DQG�RXU�SUREDELOLWLHV�LQILQLWHVLPDO��RU�VZLWFK�WR�LQWHJUDOV�
DQG�SUREDELOLW\�GHQVLWLHV���/HW�$L�EH�WKH�SURSRVLWLRQ�WKDW�LW�ZRXOG�
EH�JRRG�WR�GHJUHH�JM�WKDW�$��,QVWHDG�RI�����ZH�KDYH�IRU�HDFK�RI�WKH�
GHJUHHV�

�L��� &;�$M�� � &�$M�>L���TM[@�� ZKHUH�TM� �

7KH�'HVLUH�DV�%HOLHI�7KHVLV�QRZ�WDNHV�WKH�IRUP�

�,��� (M� &�$M�JM� � 9�$���
�,��� M�&;�$M�JM� � 9[�$���

3UREDELOLWLHV�,,
��7KH�3KLORVRSKLFDO�5HYLHZ��,�����SS����,��� �ZLWK�HUUDWD�QRWHG�LQ�WKH�IROORZLQJ�WZR�
LVVXHV���
7KH�SUHVHQW�DUJXPHQW�LV�YHU\�VLPLODU�WR�D�GLUHFW�SURRI�WKDW�ZH�FDQQRW�PDNH������ KROG�IRU�IL[HG�&��

IL[HG�SDUWLWLRQ�DQG�GLVWULEXWLRQ��DQG�DOO�[��$��DQG�*��7KDW�SURRI��UHVWULFWHG�WR�WKH�FDVH�RI�WZR��
PHPEHUHG�RULJLQDWLQJ�SDUWLWLRQV��DSSHDUV�LQ�WKH�VHFRQG�RI�WKH�SDSHUV�MXVW�FLWHG��
)RU�WKH�GLUHFW�SURRI��ZH�ORRN�RQO\�DW�D�VLQJOH�FRQGLWLRQDO�JHQHUDOLW\�RYHU�FRQVHTXHQWV�LV�QRW�PXFK�

XVHG��%XW�LW�LV�XVHG�LQ�WKLV�ZD\��VLQFH�ZH�DUH�IUHH�WR�FKRRVH�*��ZH�PD\�FKRRVH�LW�DV�WKH�GLVMXQFWLRQ�
RI�WKRVH�PHPEHUV�(��RI�WKH�RULJLQDWLQJ�SDUWLWLRQ�IRU�ZKLFK�GL�LV�SRVLWLYH��7KDW�FKRLFH�DIIRUGV�D�
VXEVLGLDU\�DUJXPHQW�WR�HOLPLQDWH�WKH�FDVH�WKDW�T� �R�DQG�S� � U��:LWK�*�IL[HG�LQ�DGYDQFH��RQ�WKH�
RWKHU�KDQG��ZH�FDQ�DVVXPH�QRWKLQJ�DERXW�KRZ�*�LV�UHODWHG�WR�WKH�RULJLQDWLQJ�SDUWLWLRQ��
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'HVLUH�DV�%HOLHI�����

,QVWHDG�RI�������L����L��� JLYH�XV�

�L��� 9[�$�� � 9�$�>L���T[@�� ZKHUH�QRZ�T� � 9&�$M��
L9�$��

DQG�IURP�����DQG��,��� ZH�KDYH�����DV�EHIRUH��H[FHSW�IRU�WKH�UHGHILQLWLRQ�
RI�T�MXVW�QRWHG��6R�DJDLQ�WKHUH�DUH�WZR�DOWHUQDWLYHV��(LWKHU�S� � R�DQG�
T� � U��LQ�ZKLFK�FDVH�WKH�FUHGHQFH�RI�$�PXVW�EH�FRQVWDQW��RU�HOVH�T� � R�
DQG�S� � U��LQ�ZKLFK�FDVH�WKH�FRPSRQHQW�RI�WKH�YDOXH�RI�$�WKDW�REH\V�WKH�
'HVLUH�DV�%HOLHI�7KHVLV�PXVW�EH�FRQVWDQW��7KDW�LV�WR�VD\�WKDW�)UHGHULF�
FDQQRW�VLPXOWDQHRXVO\�FKDQJH�ERWK�KLV�RSLQLRQ�DERXW�ZKHWKHU�$�DQG�WKH�
FRPSRQHQW�RI�GHVLUH�WKDW�GHULYHV�IURP�KLV�RSLQLRQV�DERXW�KRZ�JRRG�LW�
ZRXOG�EH�WKDW�$��$JDLQ�WKLV�LV�ZURQJ��DQG�IRU�DQ�H[DPSOH�RI�ZKDW�LW�
ZURQJO\�H[FOXGHV��ZH�QHHG�RQO\�PRGLI\�WKH�VWRU\�RI�)UHGHULF��/HW�)UHGHULF�
QRZ�KDYH�DQ�RUGLQDU\�GHVLUH�WKDW�WKH�SLUDWHV�QRW�EH�DQJU\�ZLWK�6WDQOH\��
DQG�OHW�KLP�GLVFULPLQDWH�DW�OHDVW�WZR�GHJUHHV�RI�JRRGQHVV��RQH�IRU�QR�DQJHU�
DQG�RQH�IRU�GHVHUYHG�DQJHU��

���,QYDULDQFH�GHIHQGHG�
:KHQ�KH�VHHV�KRZ�KLV�'HVLUH�DV�%HOLHI�7KHVLV�FROOLGHV�ZLWK�VWDQGDUG�
'HFLVLRQ�7KHRU\��RXU�$QWL�+XPHDQ�PLJKW�ZHOO�KRSH�WR�DYHUW�WKH�FROOLVLRQ�
E\�VRPH�QRW�WRR�UDGLFDO�DPHQGPHQW�WR�'HFLVLRQ�7KHRU\��2QH�DVVXPSWLRQ�
LQ�SDUWLFXODU�LV�WKH�PDLQ�FDQGLGDWH�IRU�GLVFDUGLQJ��5HFDOO�KRZ�ZH�GHULYHG�
�����ZKLFK�VSHFLILHG�KRZ�H[SHFWHG�YDOXHV�FKDQJH�LQ�UHVSRQVH�WR�DQ�
H[RJHQRXV�UHGLVWULEXWLRQ�RI�FUHGHQFH�RYHU�D�SDUWLWLRQ�(��������� (Q��)LUVW�ZH�
DVVXPHG�,QYDULDQFH��QR�FKDQJH�LQ�WKH�YDOXH�RI�DQ\�SURSRVLWLRQ�WKDW�LV�
FRPSDWLEOH�ZLWK�MXVW�RQH�RI�WKH�(L
V��DQG�WKHUHIRUH�QR�FKDQJH�LQ�WKH�YDOXH�
RI�DQ\�FRQMXQFWLRQ�$(L��7KHQ�ZH�XVHG�DGGLWLYLW\�IRU�H[SHFWHG�YDOXHV�WR�
FDOFXODWH�WKH�QHZ�YDOXH�RI�D�SURSRVLWLRQ�$��
/HW�RXU�$QWL�+XPHDQ�SURSRVH�WR�GLVFDUG�,QYDULDQFH��7KLV�EORFNV�RXU�

GHULYDWLRQ�RI������DQG�WKHUHE\�EORFNV�WKH�FROOLVLRQ�EHWZHHQ�WKH�'HVLUH�DV��
%HOLHI�7KHVLV�DQG�'HFLVLRQ�7KHRU\��:KDW�LV�PRUH��WKLV�LV�QRW�MXVW�EOLQG�
WLQNHULQJ��,W�VHHPV�WR�PDNH�VHQVH�E\�WKH�$QWL�+XPHDQ
V�OLJKWV��7KHUH�DUH�
WZR�ZD\V��VR�KH�VD\V��WKDW�UHGLVWULEXWLRQ�RI�FUHGHQFH�PD\�FKDQJH�WKH�YDOXH�
RI�D�SURSRVLWLRQ�$��2QH�ZD\�LV�WKDW�LW�PD\�FKDQJH�WKH�FRQGLWLRQDO�FUHGHQFHV�
RI�WKH�YDULRXV�$(L
V��VRPH�RI�ZKLFK�PD\�EH�EHWWHU�WKDQ�RWKHUV��7KH�RWKHU�
ZD\�LV�WKDW�LW�PD\�FKDQJH�WKH�YDOXHV�RI�WKH�$(L
V�WKHPVHOYHV��)RU�HDFK�
$(L��KH�VD\V��ZH�KDYH�WKH�SURSRVLWLRQ�WKDW�LW�ZRXOG�EH�JRRG�WKDW�$(L��
DQG�ZK\�VKRXOG�QRW�WKH�UHGLVWULEXWLRQ�FKDQJH�WKH�FUHGHQFHV�RI�WKHVH�
SURSRVLWLRQV"�,QYDULDQFH�VD\V�WKDW�RQO\�WKH�ILUVW�NLQG�RI�FKDQJH�KDSSHQV��
QHYHU�WKH�VHFRQG��:K\�VKRXOG�KH�DFFHSW�WKDW"�
6R�IDU��VR�JRRG��EXW�GLVFDUGLQJ�,QYDULDQFH�WXUQV�RXW�WR�OHDG�WR�DQ�

XQLQWHOOLJLEOH�FRQVHTXHQFH��,W�LV�WKHUHIRUH�QRW�DQ�DFFHSWDEOH�ZD\�WR�UHVFXH�
WKH�'HVLUH�DV�%HOLHI�7KHVLV��
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���� 'DYLG�/HZLV�

:H�QRWH�ILUVW�WKDW�LW�LV�LPSRVVLEOH�WR�GLVFDUG�,QYDULDQFH�RQO\�DV�DSSOLHG�
WR�WKH�$(L
V�WKHPVHOYHV��)RU�HDFK�$(L�PD\�EH�IXUWKHU�SDUWLWLRQHG�LQWR�
VXEFDVHV�$(L)O���������$(L)N��LQ�VXFK�D�ZD\�WKDW�HDFK�RI�WKHVH�VXEFDVHV�LV�
PD[LPDOO\�VSHFLILF�LQ�DOO�UHVSHFWV�UHOHYDQW�WR�LWV�YDOXH��6LQFH�WKH�UDWLRV�RI�
SUREDELOLW\�EHWZHHQ�WKH�VXEFDVHV�RI�DQ\�VLQJOH�$(L�GR�QRW�FKDQJH��WKH�
YDOXH�RI�$(L�LV�GHWHUPLQHG�E\�WKH�YDOXHV�RI�LWV�VXEFDVHV��6R�LQ�RUGHU�WR�
GLVFDUG�,QYDULDQFH�IRU�$(L�DV�D�ZKROH��ZH�KDYH�WR�GLVFDUG�,QYDULDQFH�DOVR�
IRU�DW�OHDVW�VRPH�RI�WKH�VXEFDVHV��7KLV�PHDQV�WKDW�D�FKDQJH�LQ�FUHGHQFH�
ZLOO�DIIHFW�WKH�YDOXH�RI�VRPH�SURSRVLWLRQ�$(L)K�WKDW�LV�PD[LPDOO\�VSHFLILF�
LQ�DOO�UHVSHFWV�UHOHYDQW�WR�LWV�YDOXH��+RZ�LV�WKDW�SRVVLEOH"�
,I�$(L)K�ZHUH�PD[LPDOO\�VSHFLILF�PHUHO\�LQ�DOO�
IDFWXDO
�UHVSHFWV�UHOHYDQW�

WR�LWV�YDOXH��DQG�LI�WKH�'HVLUH�DV�%HOLHI�7KHVLV�ZHUH�WUXH��WKHQ�LW�ZRXOG�
EH�QR�VXUSULVH�LI�D�FKDQJH�LQ�EHOLHI�FKDQJHG�RXU�PLQGV�DERXW�KRZ�JRRG�
LW�ZRXOG�EH�WKDW�$(L)K��DQG�WKHUHE\�DIIHFWHG�WKH�YDOXH�RI�$(L)K��%XW�WKH�
VXEFDVH�ZDV�VXSSRVHG�WR�EH�PD[LPDOO\�VSHFLILF�LQ�DOO�UHOHYDQW�UHVSHFWV�
DQG�WKDW�LQFOXGHV�DOO�UHOHYDQW�SURSRVLWLRQV�DERXW�ZKDW�ZRXOG�DQG�ZRXOG�
QRW�EH�JRRG��7KH�VXEFDVH�KDV�D�PD[LPDOO\�VSHFLILF�K\SRWKHVLV�DERXW�ZKDW�
ZRXOG�EH�JRRG�EXLOW�ULJKW�LQWR�LW��6R�LQ�DVVLJQLQJ�LW�D�YDOXH��ZH�GR�QRW�
QHHG�WR�FRQVXOW�RXU�RSLQLRQV�DERXW�ZKDW�LV�JRRG��:H�MXVW�IROORZ�WKH�EXLOW��
LQ�K\SRWKHVLV��
�([DPSOH��+RZ�JRRG�ZRXOG�LW�EH�LI��ILUVW��SDLQ�ZHUH�WKH�VROH�JRRG��DQG�

VHFRQG��ZH�ZHUH�DOO�DERXW�WR�EH�LQ�H[FUXFLDWLQJ�DQG�HYHUODVWLQJ�SDLQ"�,�
KDYH�WR�VD\�WKDW�WKLV�ZRXOG�EH�JRRG��DQG�VR�,�YDOXH�WKH�FDVH�KLJKO\��0\�
RSLQLRQ�WKDW�LQ�IDFW�SDLQ�LV�QR�JRRG�GRHV�QRW�DIIHFW�P\�YDOXLQJ�RI�WKH�
K\SRWKHWLFDO�FDVH�LQ�ZKLFK��H[�K\SRWKHVL��SDLQ�LV�JRRG��0\�RSLQLRQ�GRHV�
FDXVH�PH�WR�JLYH�WKH�FDVH�QHJOLJLEOH�FUHGHQFH��RI�FRXUVH��EXW�WKDW�LV�
GLIIHUHQW�IURP�DIIHFWLQJ�WKH�YDOXH���
,W�LV�XQLQWHOOLJLEOH�KRZ�D�VKLIW�LQ�RSLQLRQV�DERXW�ZKDW�LV�JRRG�FRXOG�

DIIHFW�WKH�YDOXH�RI�DQ\�RI�WKH�PD[LPDOO\�VSHFLILF�$(L)K
V��VLQFH�WKHVH�KDYH�
K\SRWKHVHV�DERXW�ZKDW
V�JRRG�DOUHDG\�EXLOW�LQWR�WKHP��%XW�LI�QRW��WKHQ�
WKH�$(L)K
V�VKRXOG�REH\�,QYDULDQFH��WKHUH�LV�QR�ZD\�OHIW�IRU�D�FKDQJH�RI�
FUHGHQFH��RULJLQDWLQJ�LQ�(��������� (��� WR�DIIHFW�WKHLU�YDOXH��,W�IROORZV�WKDW�
WKH�$(L
V�DOVR�REH\�,QYDULDQFH�V�

'HSDUWPHQW�RI�3KLORVRSK\� '$9,'� /(:,6�

3ULQFHWRQ�8QLYHUVLW\�
3ULQFHWRQ��1-�������
86$�
�� ,� DP�LQGHEWHG�WR�VHYHUDO�SHRSOH�IRU�KHOSIXO�GLVFXVVLRQ�RU�FRUUHVSRQGHQFH��HVSHFLDOO\�6LPRQ�

%ODFNEXUQ��-RKQ�3��%XUJHVV��-RKQ�&ROOLQV��)UDQN�-DFNVRQ��'��+��0HOORU��3KLOLS�3HWWLW��DQG�0LFKDHO�
6PLWK��
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