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%OHQKHLP�����
:DUJDPLQJ�WKH

:DU�RI�WKH�6SDQLVK�6XFFHVVLRQ
,DQ�&UR[DOO�	�*DU\�5KD\

7KHVH�UXOHV�ZHUH�ZULWWHQ�VSHFLILFDOO\�IRU�SOD\LQJ�YHU\�ODUJH�EDWWOHV�RI�WKH�:DU�RI�WKH�6SDQLVK�6XFFHVVLRQ��XVLQJ
XQLWV�GRZQ�WR�WKH�EDWWDOLRQ�RU�VTXDGURQ�OHYHO�
7KHUH�DUH�D�QXPEHU�RI�YHU\�JRRG�WDFWLFDO�UXOHV�LQ�H[LVWHQFH�IRU�WKLV�SHULRG��+RZHYHU��DOO�RI�WKRVH�WKDW�ZH�KDYH
WULHG�GR�QRW�EHFRPH�SOD\DEOH�LQ�D�UHDVRQDEOH�WLPH�IRU�YHU\�ODUJH�EDWWOHV�WKDW�W\SLILHG�WKLV�ZDU�
7KHVH�UXOHV�DUH�LQWHQGHG�IRU�WKHVH�ODUJH�JDPHV�ZLWK�PXOWLSOH�SOD\HUV��7KH�UXOHV�DUH�YHU\�VLPSOH��,W�WDNHV�IDU
ORQJHU�WR�UHDG�WKH�UXOHV�WKDQ�LW�GRHV�WR�OHDUQ�WKHP�LQ�D�JDPH�DQG�QHZ�SOD\HUV�FDQ�SLFN�WKHP�XS�YHU\�TXLFNO\�
7KH�UXOHV�EHJDQ�LQ�DQ�HDUO\�IRUP�LQ�������EXW�GHYHORSHG�WR�WKH�SRLQW�ZKHUH�LW�ZDV�LQWHQGHG�WR�JDPH�WKH�%DWWOH�RI
%OHQKHLP�RQ�D����IHHW�E\���IHHW�WDEOH��ZLWK�DOO�RI�WKH�EDWWDOLRQV��VTXDGURQV�DQG�EDWWHULHV��7KH�UXOHV�ZHUH�SOD\
WHVWHG�RYHU�PDQ\�JDPHV��%OHQKHLP�ZDV�WHVWHG�LQ����IRRW�VHFWLRQV��UHSUHVHQWLQJ�WKH�IODQNV�RU�FHQWHU�RI�WKH�EDWWOH
ILHOG��DQG�HYHQWXDOO\�ZDV�SOD\HG�RQ�D�IXOO�VL]HG�WDEOH�

%OHQKHLP�ZDV�SOD\HG�WR�FRQFOXVLRQ�LQ���KRXUV�ZLWK�DQ�KLVWRULFDOO\�SODXVLEOH�)UDQFR�%DYDULDQ�YLFWRU\��7KH�UXOHV
KDYH�DOVR�EHHQ�SOD\�WHVWHG�ZLWK�KLVWRULFDO�EDWWOHV�VXFK�DV�)RUW�5DQGH��ODQG�DFWLRQ�DW�9LJR�%D\�������
)ULHGOLQJHQ�������6SH\HUEDFK�������+RFKVWHGW���VW��������6FKHOOHQEHUJ�������%OHQKHLP�������(OL[HP������DQG
:\QHQGDOH������
9DULRXV�DOWHUQDWH�KLVWRU\�EDWWOH�KDYH�EHHQ�IRXJKW��VXFK�DV�7DOODUG�DWWDFNLQJ�(XJHQH¶V�DUP\�MXVW�EHIRUH
%OHQKHLP��2XU�JDPLQJ�JURXS�DOVR�LQWHQGV�WR�ILJKW�5DPLOOLHV��2XGHQDUG��WKH�XQIRXJKW�:DWHUORR�DQG�WKH�*UDQG
'DGG\�RI�WKHP�DOO�±�0DOSDTXHW�DOO�RQ�WKHLU����WK \HDU�DQQLYHUVDU\�
$OO�RI�WKRVH�JDPHG�WKXV�IDU�KDYH�UHVXOWHG�LQ�KLVWRULFDO��RU�KLVWRULFDOO\�SODXVLEOH�RXWFRPHV�
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*$0(�%$6,&6
7KH�XQLWV�UHSUHVHQWHG�LQ�WKH�JDPH�DUH�6TXDGURQV��%DWWDOLRQV�DQG�%DWWHULHV�
)LJXUH�VFDOH�LV�YDULDEOH�GHSHQGLQJ�RQ�WKH�VL]H�RI�ILJXUHV�XVHG��7KH�JDPH�ZDV�SOD\�WHVWHG�ZLWK�DQG�ZULWWHQ�IRU
��PP�ILJXUHV���$Q\�VL]H�FRXOG�EH�XVHG�DQG�LW�LV�VXJJHVWHG�WKDW�SOD\HUV�XVH�ZKLFKHYHU�VL]H�WKH\�ZLVK�EXW�NHHS
WKH�JURXQG�VFDOH�DQG�PHDVXUHPHQWV�DV�LV�±�DQG�VLPSO\�XVH�PRUH�ILJXUHV��8VLQJ��PP�ILJXUHV�ZRXOG�SXW�WKH�VL]H
RI�WKH�ILJXUHV�LQ�VWHS�ZLWK�WKH�JURXQG�VFDOH���+RZHYHU��LI�VSDFH�LV�D�FRQFHUQ��WKHQ�UHGXFH�WKH�JURXQG�VFDOHV
XVLQJ�WKH�IURQWDJH�RI���UDQN�EDWWDOLRQV������\DUGV��DV�D�VWDUWLQJ�SRLQW�
:LWK���PP�ILJXUHV�WKH�VFDOH�LV�EHWZHHQ������DQG�������W\SLFDOO\�EHLQJ������±�WKDW�LV��RQH�PRGHO�ILJXUH
UHSUHVHQWV�DERXW����PHQ��2QH�JXQ�PRGHO�UHSUHVHQWV�����JXQV�ZLWK�WKH�UHTXLUHG�FUHZ�
7KH�JURXQG�VFDOH�LV��´�RQ�WKH�WDEOH�UHSUHVHQWV����\DUGV�RI�JURXQG�±�������
7KH�)RRW�
%DWWDOLRQV�DUH�UHSUHVHQWHG�E\�ILJXUHV�RQ�EDVHV��ò´�ZLGH�ZLWK�D�GHSWK�RI��´��7KH�QXPEHU�RI�ILJXUHV�LV�QRW�FULWLFDO�
EXW�WKH�ZLGWK�RI�WKH�XQLW�LV�LPSRUWDQW�WR�WKH�JDPH��7KUHH�UDQN�EDWWDOLRQV��VXFK�DV�WKH�'XWFK�DUH�UHSUHVHQWHG�E\��
EDVHV�±�HDFK�ZLWK�WKUHH�ILJXUHV�WR�D�EDVH�±�IRU�D�WRWDO�RI����ILJXUHV����DQG���UDQN�EDWWDOLRQV��VXFK�DV�WKH
$XVWULDQV�RU�)UHQFK�DUH�UHSUHVHQWHG�E\���EDVHV��HDFK�ZLWK���ILJXUHV�ZLWK���ó�³�IRU�WKH�EDVH�GHSWK���9HU\�ODUJH��
UDQN�EDWWDOLRQV��VXFK�DV�$XVWULDQ�RU�6ZLVV�DW�IXOO�VWUHQJWK��UDUH��FDQ�KDYH�D��WK EDVH�RI���ILJXUHV�DGGHG�WR�WKHLU
EDWWDOLRQ�
7KH�+RUVH
(DFK�EDVH�RI�ILJXUHV�LV�D�VTXDGURQ��DQG�WDFWLFDO�XQLWV�DUH�XVXDOO\�VTXDGURQ�SDLUV�RI�WZR�±�RU�RFFDVLRQDOO\�WKUHH
EDVHV��7KH�VTXDGURQ�LV�UHSUHVHQWHG�E\���PRXQWHG�ILJXUHV�RQ�EDVHV��ò´�ZLGH�ZLWK�D�GHSWK�JUHDW�HQRXJK�WR
DFFRPPRGDWH�WKH�ILJXUHV�±�XVXDOO\��´�
7KH�$UWLOOHU\
$�JXQ�PRGHO�DQG�IRXU�FUHZ�DUH�PRXQWHG�RQ�D��´�ZLGH�EDVH���´�GHHS�
&RUSV�&RPPDQGHUV�DQG�*HQHUDOV
7KHVH�DUH�PRXQWHG�VLQJO\�RQ�WKH�VDPH�VL]H�EDVH�DV�XVHG�E\�KRUVH�VTXDGURQV�
$LGHV�DQG�2UGHUV�&DUULHUV
7KHVH�RIILFHU�ILJXUHV�DUH�PRXQWHG�RQ�VPDOOHU�EDVHV�WKDQ�WKRVH�XVHG�IRU�*HQHUDOV�±�WR�GLVWLQJXLVK�WKHP�IURP�WKH
FRPPDQGHUV�WKH\�DUH�GHOLYHULQJ�RUGHUV�WR�
&RPPDQGV
%DWWDOLRQV��ZLWK�DUWLOOHU\�VXSSRUW�DQG�+RUVH�RFFDVLRQDOO\�ZLWK�IRRW�RU�DUWLOOHU\�VXSSRUW��DUH�RUJDQL]HG�LQWR
³&RPPDQGV´��$�FRPPDQG�W\SLFDOO\�FRQVLVWV�RI���WR����EDWWDOLRQV�RI�IRRW�RU����WR����VTXDGURQV�RI�KRUVH��ZLWK�WKH
PLGGOH�RI�WKHVH�UDQJHV�DV�EHLQJ�WKH�PRVW�XVXDO��$OWKRXJK�WKH�³GLYLVLRQ´�RU�³FRUSV´�GLG�QRW�H[LVW�DV�D�IRUPDO
RUJDQL]DWLRQDO�XQLW��VXFK�JURXSLQJV�DUH�UHIHUUHG�WR�LQ�SHULRG�ZULWLQJV�DV�'LYLVLRQV��&RUSV��&ROXPQV�RU�:LQJV�
7KH�KLJKHVW�IRUPDO�RUJDQL]DWLRQ�DW�WKH�WLPH�ZDV�WKH�EULJDGH��EXW�WKHVH�DUH�QRW�UHSUHVHQWHG�LQ�WKH�UXOHV
�DV�WKH\
W\SLFDOO\�RSHUDWHG�LQ�FRQVRUW�ZLWK�RWKHU�EULJDGHV�LQ�WKH�LQIRUPDO�:LQJ��RU�&RUS��ZKLFK�LV�WKH�EDVLV�IRU�RXU
³&RPPDQGV´��$V�PRVW�JDPHUV�DUH�IDPLOLDU�ZLWK�WKH�WHUP�³GLYLVLRQ´��ZKLFK�ZDV�D�WHUP�LQ�XVH�±�\RX�ZLOO�ILQG�WKH
ZRUGV�³GLYLVLRQ�V�´�DQG�³FRPPDQG�V�´�XVHG�LQWHUFKDQJHDEO\�LQ�WKHVH�UXOHV��6HYHUDO�GLYLVLRQV�PD\�EH�XQGHU�WKH
FRPPDQG�RI�D�&RUSV�&RPPDQGHU��&RUSV�DQG�:LQJ�PD\�DOVR�EH�XVHG�LQWHUFKDQJHDEO\�

,Q�YLHZLQJ�WKH�VDPSOH�VFHQDULRV��\RX�ZLOO�QRWLFH�WKDW�ZLWKLQ�D�FRPPDQG��XQLWV�DUH�RIWHQ�GLYLGHG�LQWR�OLQHV�RI
WURRSV��7\SLFDOO\�ZKHQ�IROORZLQJ�KLVWRULFDO�EDWWOHV��WKHVH�OLQHV�ZLOO�EH�WKH�EULJDGHV�ZLWKLQ�D�GLYLVLRQ�
8QLW�6L]HV�DQG�6WUHQJWK
7KRVH�ILJXUHV�XVHG�FDQ�UHSUHVHQW�WKH�VDPH�XQLW�GXULQJ�YDU\LQJ�VWUHQJWKV�WKURXJKRXW�WKH�FDPSDLJQ�VHDVRQ�
8QLWV�DSSHDU�WR�KDYH�DWWHPSWHG�WR�PDLQWDLQ�FRQVWDQW�ZLGWKV�E\�ILOOLQJ�IURP�WKH�UHDU�DV�QXPEHUV�GURSSHG�±
KRZHYHU��D�VWXG\�RI�EDWWOHILHOG�GLPHQVLRQV�DQG�WURRS�GHSOR\PHQW�TXLFNO\�HVWDEOLVKHV�WKDW�XQLWV��SDUWLFXODUO\
EDWWDOLRQV��RFFXSLHG�FRQVLGHUDEO\�OHVV�IURQWDJH�WKDQ�WKRVH�RIWHQ�TXRWHG�IURQWDJHV�GHULYHG�IURP�'U��&KDQGOHU�
7KHUHIRUH��D�XQLW�FDQ�UHSUHVHQW�����± ����PHQ�RQ�D�FRQVWDQW�IURQWDJH�
8QLW�&DUGV
8QLW�VWUHQJWKV�DUH�UHSUHVHQWHG�LQ�WKH�JDPH�RQ�D�UHFRUG�FDUG�NHSW�IRU�HDFK�FRPPDQG��WKDW�OLVWV�XQLW¶V�LGHQWLWLHV�
WURRS�W\SHV�DQG�VWUHQJWKV��8QLW�VWUHQJWK�LV�UHSUHVHQWHG�E\�³VWUHQJWK�ER[HV´�±�ZKLFK�RXU�SOD\HUV�EHJDQ�LQWXLWLYHO\



�

FDOOLQJ�³NLOO�ER[HV´��,Q�GHVLJQLQJ�8QLW�&DUGV��WKH�XQLW�LQ�TXHVWLRQ�ZLOO�UHFHLYH���VWUHQJWK�ER[�IRU�HDFK����±����
PHQ��)RU�H[DPSOH�
����PDQ�EDWWDOLRQ� ���ER[HV
����PDQ�EDWWDOLRQ� ���ER[HV
����PDQ�EDWWDOLRQ� ���ER[HV
����PDQ�EDWWDOLRQ� ���ER[HV��WKHUH�ZRXOG�QHHG�WR�EH�����PHQ�WR�JHW�D��WK ER[�
$�VLQJOH����PDQ�VTXDGURQ� ���ER[
$�VLQJOH�����PDQ�VTXDGURQ� ���ER[�RU���VTXDGURQ�SDLU�RI�WZR�VXFK�VTXDGURQV� ���ER[HV
����PDQ�VTXDGURQ� ���ER[HV
$UWLOOHU\�UHFHLYH���ER[�SHU���JXQV�LQ�WKH�EDWWHU\��%DWWHULHV�DUH�QRUPDOO\���JXQV�
$�SOD\HU�PXVW�DOZD\V�GHFODUH�WKH�QXPEHU�RI�VWUHQJWK�ER[HV�HDFK�XQLW�KDV��ZKHQ�DVNHG�
/RRNLQJ�DW�WKH�H[DPSOH�8QLW�&DUG��\RX�ZLOO�DOVR�QRWH�WKDW�WKHUH�LV�D�³�)�´�DIWHU�HDFK�EDWWDOLRQ�QDPH�±�WKLV�LV�DQ
LQGLFDWRU�IRU�³)LUVW�)LUH´��,Q�WKH�ILUVW�IHZ�PLQXWHV�RI�D�ILUH�ILJKW��WKH�ILUH�HIIHFWLYHQHVV�RI�D�EDWWDOLRQ�LV�DW�LWV�EHVW��$V
PXVNHWV�IRXO��WDUJHWV�EHFRPH�REVFXUHG�E\�VPRNH�DQG�FRQIXVLRQ�LQFUHDVHV�WKHLU�ILUH�HIIHFWLYHQHVV�JRHV�GRZQ�
$�ILUVW�ILUH�ERQXV�LV�JLYHQ�WR�HDFK�EDWWDOLRQ�ZKLFK��ZKHQ�XVHG��LV�GHQRWHG�E\�FURVVLQJ�RII�WKH´�)�´�RQ�WKH�8QLW
&DUG�IRU�WKDW�EDWWDOLRQ�
6WUHQJWK�%R[HV
$OWKRXJK�WKH�VWUHQJWK�ER[HV�DUH�PDUNHG�RII�DV�D�XQLW�WDNHV�GDPDJH��DQG�HYHQ�WKRXJK�WKH\�KDYH�EHFRPH�NQRZQ
DV�³NLOO�ER[HV´��WKH�ORVV�RI�D�VWUHQJWK�ER[�GRHV�QRW�LQGLFDWH�WKDW�D�XQLW�KDV�WDNHQ�����FDVXDOWLHV��7KH�VWUHQJWK
ER[HV�VKRXOG�EH�FRQVLGHUHG�DV�D�PHDVXUH�RI�D�XQLW¶V�UHVLOLHQFH�LQ�WKH�IDFH�RI�DGYHUVLW\��:KHQ�DOO�RI�D�XQLW¶V
VWUHQJWK�ER[HV�KDYH�EHHQ�FKHFNHG�RII�LW�KDV�QRW�GLHG�WR�WKH�ODVW�PDQ�±�LW�PD\�LQ�IDFW�KDYH�RQO\�ORVW����PHQ�±�EXW
DV�IDU�DV�WKLV�SDUWLFXODU�EDWWOH�LV�FRQFHUQHG�±�LW�LV�VSHQW�DQG�EHJLQV�WR�UHWLUH�IURP�WKH�EDWWOH��)RU�JDPH
FRQYHQLHQFH��WKH�XQLW�LV�UHPRYHG��+RZHYHU��VHH�WKH�OLVW�RI�RSWLRQDO�UXOHV�DW�WKH�HQG�IRU�DQ�DOWHUQDWLYH�ZD\�RI
GHDOLQJ�ZLWK�VSHQW�XQLWV�
&RPPDQG�0RUDOH
+DOI�RI�D�XQLW¶V�VWUHQJWK�ER[HV�DUH�UHFRUGHG�DW�WKH�WRS�RI�WKH�XQLW�FDUG�±�JURXSHG�LQWR�ó������DQG�ILQDOO\�ò��(DFK
WLPH�D�VWUHQJWK�ER[�LV�UHPRYHG�IURP�D�XQLW�±�LW�LV�DOVR�PDUNHG�RII�DW�WKH�WRS�RI�WKH�FRPPDQG�FDUG��$V�WKH
FRPPDQG¶V�RYHUDOO�VWUHQJWK�ER[�ORVV�FRPSOHWHV�HDFK�JURXS�����������RU�ò��D�&RPPDQG�%UHDN�7HVW�PXVW�EH
WDNHQ�WR�GHWHUPLQH�LI�WKH�FRPPDQG�FRQWLQXHV�WR�IROORZ�LWV�RUGHUV��RU�LQGHHG�WR�GHWHUPLQH�LI�LW�IOHHV�IURP�WKH�ILJKW�
7URRS�7\SHV
7URRSV�DUH�FDWHJRUL]HG�E\�W\SH��7KLV�UHSUHVHQWV�QRW�MXVW�GLIIHULQJ�ZHDSRQ�RU�DUPRU�W\SHV��EXW�DOVR�GLIIHUHQFHV�LQ
WDFWLFDO�GRFWULQH�

6KRFN�&DYDOU\
7KLV�LV�KRUVH�WDXJKW�WR�FKDUJH�DW�WKH�WURW�RU�FDQWHU��0DQ\�6KRFN�&DYDOU\��VXFK�DV�0DUOERURXJK¶V�+RUVH�
GR�QRW�UHO\�RQ�ILUHSRZHU�DQG�GLG�QRW�FDUU\�ORDGHG�FDUELQHV�LQWR�EDWWOH��7KHLU�GRFWULQH�LV�WR�FKDUJH�WKH
HQHP\�DQG�HQJDJH�ZLWK�VZRUG�
7KLV�LV�WKH�FDYDOU\�RI�(QJODQG��%ULWDLQ���6ZHGHQ��+DQRYHU�HWF��6RPH�)UHQFK�XQLWV�PD\�DOVR�XWLOL]H�D
VRPHZKDW�GLVRUGHUHG�VKRFN�FKDUJH�
+RUVH
7KLV�LV�WKH�YDVW�PDMRULW\�RI�PRXQWHG�WURRSV��7KH\�HQWHU�FRPEDW�DW�WKH�ZDON�RU�WURW��DQG�RIWHQ�VWRS�SULRU�WR
HQJDJLQJ�WR�GLVFKDUJH�WKHLU�FDUELQHV��7KH\�DUH�DOVR�OLNHO\�WR�UHFHLYH�D�FKDUJH�DW�WKH�KDOW��WR�ILUH��WKHQ�ZDON
LQWR�FRPEDW�
&XLUDVVLHUV
7KLV�LV�+RUVH�RU�6KRFN�&DYDOU\�WKDW�LV�DOVR�DUPRUHG�ZLWK�D�PHWDO�EUHDVW�SODWH�ZRUQ�RYHU�RU�XQGHU�WKH
FRDW��,W�SURYLGHV�D�VPDOO�DGYDQWDJH�RYHU�QRQ�DUPRUHG�RSSRQHQWV�
'UDJRRQV
7HFKQLFDOO\�PRXQWHG�LQIDQWU\��EXW�RIWHQ�XVHG�DV�+RUVH��+RZHYHU��WKH\�GLG�QRW�UHFHLYH�WKH�SLFN�RI�WKH
KRUVHV�DQG�ZHUH�RIWHQ�RQ�OHVVHU�PRXQWV��7KHVH�DUH�DW�D�VOLJKW�GLVDGYDQWDJH�RYHU�KRUVH�DOO�HOVH�EHLQJ
HTXDO�
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+XVVDUV
/LJKW�WURRSV�XVHG�WR�VNLUPLVK�RU�KDUDVV�WKH�IODQNV�RU�UHDU�RI�DQ�HQHP\��7KHUH�DUH�YHU\�IHZ�RI�WKHVH�WURRSV
LQ�WKLV�SHULRG��7KH\�DUH�XVXDOO\�YHU\�SRRU�TXDOLW\�WURRSV�
6KRFN�)RRW
)RRW�WUDLQHG�WR�PHOHH�±�FKDUJLQJ�RIWHQ�EHLQJ�WKHLU�RQO\�WDFWLF�VXFK�DV�6FRWWLVK�+LJKODQGHUV�±�DOWKRXJK
WKH\�PD\�EH�DUPHG�ZLWK�PXVNHW�VXFK�DV�6ZHGLVK�)RRW�
*UHQDGLHUV
8QLWV�RU�JUHQDGLHU�FRPSDQLHV�VWULSSHG�IURP�WKHLU�SDUHQW�EDWWDOLRQV�DQG�FRQYHUJHG�LQWR�GLVWLQFW�EDWWDOLRQV�
XVXDOO\�IRU�WKH�SXUSRVH�RI�DVVDXOWLQJ�IRUWLILFDWLRQV�ZLWK�WKH�XVH�RI�WKHLU�JUHQDGHV��6XFK�XQLWV�UHFHLYH�D
ERQXV�IRU�DWWDFNLQJ�IRUWLILHG�OLQHV�DQG�UHGRXEWV�HWF��EXW�RWKHUZLVH�ILJKW�OLNH�RUGLQDU\�IRRW��DOWKRXJK�WKH\
PD\�OLNHO\�EH�RI�D�KLJKHU�PRUDOH�FODVV��6RPH�VWDWHV�SURYLGHG�GLVWLQFW�DQG�VHSDUDWH�JUHQDGLHU�XQLWV�±�VXFK
DV�+HVVHQ�.DVVHO�DQG�:XUWHPEHUJ�
)RRW
7KLV�LV�WKH�YDVW�PDMRULW\�RI�WKH�GLVPRXQWHG�WURRSV�DQG�UHSUHVHQWV�WKH�VWDQGDUG�LQIDQWU\PDQ�DUPHG�PDLQO\
ZLWK�WKH�IOLQW�ORFN�PXVNHW��DOWKRXJK�VRPH�XQLWV�PD\�VWLOO�KDYH�WKH�PDWFKORFN�DQG�RU�SLNH�
'UDJRRQV��GLVPRXQWHG�
'UDJRRQV�WKDW�GLVPRXQW�WR�ILJKW�DUH�LQ�PRVW�UHVSHFWV�WKH�VDPH�DV�IRRW��+RZHYHU��ODFNLQJ�ED\RQHWV�WKH\
FDQ�EH�DW�D�VOLJKW�GLVDGYDQWDJH�WR�UHJXODU�IRRW��VR�KDYH�WKHLU�RZQ�FODVVLILFDWLRQ�
6NLUPLVKHUV
6NLUPLVKHUV�KDYH�YHU\�OLWWOH�HIIHFW�LQ�WKH�JDPH�DQG�XVXDOO\�WKHUH�DUH�YHU\�IHZ�RI�WKHP�LQ�WKLV�SHULRG��7KH\
VHUYH�WR�VORZ�GRZQ�WKH�HQHP\�VOLJKWO\�EXW�D�IHZ�VNLUPLVKHUV�DUH�QR�PDWFK�IRU�D�IRUPHG�EDWWDOLRQ�RU
VTXDGURQ�RI�KRUVH�

0RUDOH�&ODVV
$OO�XQLWV�DUH�FDWHJRUL]HG�LQ�RQH�RI�IRXU�FODVVHV�

5DZ
1HZO\�UDLVHG�FRQVFULSWV��RU�WUDLQHG�PHQ�GLVLQWHUHVWHG�LQ�EHLQJ�ZKHUH�WKH\�DUH��7KH\�ZLOO�RSHUDWH�WKHLU
PXVNHWV�DQG�IROORZ�RUGHUV��EXW�LI�WKH�FRPEDW�JHWV�XS�FORVH�DQG�YLROHQW��WKH\�ILJKW�ZLWK�OHVV�UHVROYH�WKDQ
EHWWHU�WUDLQHG�PHQ�
9HWHUDQ
7KHVH�DUH�WKH�PDMRULW\�RI�XQLWV��7UDLQHG�SURIHVVLRQDOV�RU�ZHOO�WUDLQHG�DQG�GLVFLSOLQHG�FRQVFULSWV��7KH\
ILJKW�DW�DQ�DGYDQWDJH�DJDLQVW�UDZ�WURRSV�
&UDFN
+LJKO\�WUDLQHG�RU�YHU\�HQWKXVLDVWLF�WURRSV��7KLV�LQFOXGHV�PRVW�(QJOLVK�WURRSV��WKH�JXDUG�EDWWDOLRQV�RI
VPDOOHU�VWDWHV�DQG�FRQYHUJHG�JUHQDGLHU�EDWWDOLRQV�
(OLWH
$�VPDOO�QXPEHU�RI�YHU\�KLJKO\�PRWLYDWHG�WURRSV�RI�KLJK�FDOLEHU�VXFK�DV�0DLVRQ�'X�5RL��7KH�)UHQFK
+RXVHKROG�&DYDOU\���(QJOLVK�IRRW�*XDUGV��HWF�

&RKHVLRQ�6WDWH
8QLWV�FDQ�EH�LQ�RQH�RI�VHYHUDO�VWDWHV�RI�FRKHVLRQ��8QLWV�LQ�DQ\�VWDWH�RWKHU�WKDQ�VWHDG\�DUH�PDUNHG�ZLWK�D�PDUNHU
WR�LQGLFDWH�ZKDW�VWDWH�WKH\�DUH�LQ�

6WHDG\
1RUPDO�WURRSV�RSHUDWLQJ�DV�LQWHQGHG�
'LVRUGHUHG
7URRSV�WKDW�KDYH�ORVW�VRPH�RI�WKHLU�FRKHVLRQ��HLWKHU�GXH�WR�GLVUXSWLQJ�WHUUDLQ�RU�IURP�FRPEDW��7KLV
UHSUHVHQWV�WKH�ORVV�RI�VRPH�PHQ�SHUKDSV��EXW�QRW�HQRXJK�WR�ZDUUDQW�WKH�UHPRYDO�RI�RQH�RI�WKHLU�VWUHQJWK
ER[HV��7KH\�PRYH�DV�QRUPDO��EXW�FRQGXFW�ILULQJ�DQG�FORVH�UDQJHG�FRPEDW�DW�D�VOLJKW�GLVDGYDQWDJH�
5HFRYHULQJ�IURP�³GLVRUGHUHG´�WR�³VWHDG\´�UHTXLUHV�SDVVLQJ�D�PRUDOH�WHVW�LQ�WKH�&RPPDQG�3KDVH�
6KDNHQ



�

7URRSV�KDYH�ORVW�HYHQ�PRUH�FRKHVLRQ�DQG�DUH�QHDU�WR�WKH�SRLQW�RI�ORVLQJ�RQH�RI�WKHLU�VWUHQJWK�ER[HV�
8QLWV�FRQGXFW�FRPEDW�DW�DQ�HYHQ�JUHDWHU�GLVDGYDQWDJH��DQG�PRYHPHQW�LV�KDOYHG�IRU�VKDNHQ�XQLWV�WKDW
DUH�PRYLQJ�FORVHU�WR�WKH�HQHP\��5HFRYHULQJ�IURP�³6KDNHQ´�WR�³'LVRUGHUHG´�UHTXLUHV�SDVVLQJ�D�PRUDOH
WHVW�LQ�WKH�&RPPDQG�3KDVH�
5RXWHG
7URRSV�ZKR�KDYH�EHHQ�VR�VHYHUHO\�GHJUDGHG�GXULQJ�FORVH�FRPEDW�WKDW�WKH\�IOHH�LQ�SDQLF��7KH\�PRYH
WRZDUGV�WKH�WDEOH�HGJH��DQG�ZLOO�OHDYH�WKH�EDWWOH�LI�QRW�UDOOLHG��5HFRYHULQJ�IURP�³5RXWHG´�WR�³6KDNHQ´
UHTXLUHV�SDVVLQJ�D�PRUDOH�WHVW�LQ�WKH�&RPPDQG�3KDVH�
%ORZQ�&DYDOU\
7KLV�LV�D�VSHFLDO�PDUNHU�IRU�FDYDOU\�WKDW�KDV�FRPSOHWHG�D�URXQG�RI�PHOHH��,W�GHVLJQDWHV�XQLWV�ZKRVH
KRUVHV�KDYH�EHFRPH�WLUHG�DQG�PXVW�UHFRYHU��&DYDOU\�PD\�EH�EORZQ�LQ�DGGLWLRQ�WR�EHLQJ�LQ�RQH�RI�WKH
DERYH�FRKHVLRQ�VWDWHV�

3/$<,1*�7+(�*$0(
7KH�JDPH�LV�SOD\HG�LQ�D�VHULHV�RI�WXUQV�HDFK��RI�ZKLFK�LV�GLYLGHG�LQWR���SKDVHV���7KLV�FKDSWHU�ZLOO�WDNH�\RX
WKURXJK�WKRVH�SKDVHV�RQH�DW�D�WLPH�DQG�H[SODLQ�HDFK�UXOH�DQG�GHILQLWLRQ�DV�LW�LV�QHHGHG�WKURXJK�WKH�WXUQ��2QFH
HDFK�SKDVH�LQ�WKH�WXUQ�KDV�EHHQ�FRPSOHWHG���UHWXUQ�WR�WKH�EHJLQQLQJ�RI�WKH�VHTXHQFH�RI�SOD\�XQWLO�WKH�EDWWOH�LV
RYHU�

���7+(�$57,//(5<�%20%$5'0(17�3+$6(
7KHUH�DUH�WKUHH�EDVLF�W\SHV�RI�ILHOG�DUWLOOHU\��OLJKW�JXQV��PHGLXP�JXQV�DQG�KHDY\�JXQV��7KHVH�DUH�LQWHQGHG�WR
UHVSHFWLYHO\�UHSUHVHQW�DSSUR[LPDWHO\�OLJKW�JDOORSHU��RU�EDWWDOLRQV�JXQV�RI��OE�RU�OHVV��PRUH�W\SLFDOO\��OE��*XQV�RI
�OE�����OE��PRVW�W\SLFDOO\��OE�RU��OE��DQG�WKRVH�UDUHU�KHDY\�ILHOG�JXQV�RI���OE�RU���OE�
7KH�OLJKW�JXQV�DUH�XVXDOO\�RSHUDWHG�E\�LQIDQWU\�PHQ�DQG�RIWHQ�GHVLJQHG�WR�NHHS�SDFH�ZLWK�WKH�LQIDQWU\�EDWWDOLRQV
SURYLGLQJ�OLJKW�DUWLOOHU\�VXSSRUW�IRU�WKHP��$V�VXFK��WKH\�DUH�PRUH�PDQHXYHUDEOH�DQG�KDYH�WKH�DELOLW\�WR�NHHS�XS
ZLWK�PRYLQJ�LQIDQWU\�WR�VRPH�H[WHQW��6RPH�OLJKW�JXQV�DUH�DFWXDOO\�KHDY\�SLHFHV�±�DV�LQ�WKDW�WKH\�ZHLJK�D�ORW�±
HYHQ�WKRXJK�WKH\�ILUH�RQO\�D�OLJKW�EDOO��&RQVHTXHQWO\��WKHUH�DUH�VRPH�OLJKW�JXQV�WKDW�PRYH�DV�PHGLXP�JXQV�
0HGLXP�DQG�KHDY\�JXQV�DUH�ODUJH�SRQGHURXV�SLHFHV�ZHLJKLQJ�PDQ\�WKRXVDQGV�RI�SRXQGV��UHTXLULQJ�WHDPV�RI
KRUVHV�RU�R[HQ�WR�PRYH�WKHP��7KH\�DUH�W\SLFDOO\�RSHUDWHG�E\�WUDLQHG�DUWLOOHULVWV��DQG�RQFH�SODFHG��DUH�RQO\
PRYHG�GXULQJ�D�EDWWOH�ZLWK�GLIILFXOW\�
0HGLXP�DQG�KHDY\�JXQV�WKDW�ILUH�PD\�QRW�VXEVHTXHQWO\�EH�PRYHG�LQ�WKDW�WXUQ��*XQV�WKDW�ILUH�PD\�EH�PDUNHG
ZLWK�D�SXII�RI�FRWWRQ��WR�LQGLFDWH�WKDW�WKH\�KDYH�ILUHG�DQG�DUH�XQDEOH�WR�PRYH�ODWHU�LQ�WKH�WXUQ��/LJKW�JXQV�WKDW
KDYH�ILUHG��PD\�VWLOO�PRYH��EXW�WKHLU�PRYHPHQW�LV�UHGXFHG�WR�����VSHHG�
$UWLOOHU\�ILUH�LV�VLPXOWDQHRXV�DQG�FDUULHG�RXW�E\�WKH�SOD\HUV�LQ�ZKLFKHYHU�RUGHU�WKH\�ILQG�FRQYHQLHQW��$Q�DUWLOOHU\
EDWWHU\�PD\�RQO\�ILUH�RQFH�SHU�WXUQ�DQG�RQO\�LQ�WKLV�SKDVH��7KH�EDWWHU\�PD\�RQO\�ILUH�DW�RQH�WDUJHW�DOWKRXJK�XQLWV
EHKLQG�WKDW�WDUJHW�PD\�EH�VXEMHFW�WR��ERXQFH�WKURXJK�
�� 'HWHUPLQH�WKH�UDQJH�IURP�WKH�EDWWHU\�WR�WKH�WDUJHW�
�� 'HWHUPLQH�ZKLFK�UDQJH�WKH�WDUJHW�IDOOV�ZLWKLQ��FORVH��HIIHFWLYH�RU�ORQJ���1RWH�WKH�UDQJH�PRGLILHU IURP�WKH

DUWLOOHU\�ILUH�FKDUW�
�� $GG�XS�DQ\�RI�WKH�FXPXODWLYH ILUH�PRGLILHUV IURP�WKH�ILULQJ�FKDUW���)LUH�PRGLILHUV�DUH�H[SODLQHG�LQ�WKH

PXVNHWU\�VHFWLRQ�
�� 5ROO�D�'����PRGLI\�WKH�UHVXOW�ZLWK�WKH�UDQJH�DQG�ILUH�PRGLILHUV��DQG�GHWHUPLQH�WKH�UHVXOW�RQ�WKH�.LOO�*DXJH�
$UWLOOHU\�FDQ�RQO\�ILUH�DW�WDUJHWV�WKDW�WKH\�FDQ�VHH��7KH\�PXVW�ILUH�DW�WKH�FORVHVW�WDUJHW�LQ�FORVH�UDQJH��EXW�PD\
VHOHFW�DQ\�WDUJHWV�DW�RWKHU�UDQJHV�LI�WKHUH�LV�QR�HQHP\�LQ�FORVH�UDQJH�
7KH�DUF�RI�ILUH�LV�IURP�WKH�UHDU�FRUQHUV�RI�WKH�PRGHOV�EDVH�WR�WKH�RSSRVLWH�VLGH�IURQW�FRUQHUV��SURYLGHG�WKH
UHFRPPHQGHG�EDVH�VL]H�KDV�EHHQ�XVHG���RWKHUZLVH�LW�LV�����
$UWLOOHU\�ILUH�LV�EORFNHG�LI�WKH�DUWLOOHU\�EDWWHU\�KDV�DQ\�IULHQGV�ZLWKLQ�LW
V�RZQ�DUF�RI�ILUH�



�

%RXQFH�WKURXJK�ILUH��$W�HIIHFWLYH�DQG�ORQJ�UDQJHV��XQLWV�EHKLQG�WKH�WDUJHW�XQLW�DUH�VXEMHFW�WR�EHLQJ�KLW�E\
ERXQFH�WKURXJK�ILUH��,W�LV�QRW�QHFHVVDU\�WR�VFRUH�D�KLW�ZLWK�WKH�PDLQ�ILUH�WR�UROO�IRU�ERXQFH�WKURXJK��$�VHSDUDWH�UROO
LV�PDGH�IRU�DQ\�VHFRQGDU\�WDUJHW�WKDW�LV�FURVVHG�E\�WKH�ILULQJ�OLQH��D�OLQH�GUDZQ�IURP�WKH�FHQWHU�RI�WKH�DUWLOOHU\
EDWWHU\�WR�WKH�FHQWHU�RI�WKH�RULJLQDO�WDUJHW�XQLW��WKDW�LV�ZLWKLQ����RI�WKH�ILUVW�WDUJHW�XQLW¶V�IURQW�OLQH��$�NLOO�EHFRPHV�D
GLVRUGHU��1R�RWKHU�UHVXOW�KDV�DQ�HIIHFW��(DFK�XQLW�ZLWKLQ����LV�UROOHG�IRU�
(QILODGLQJ�)LUH��,I DV�D�UHVXOW�RI�ERXQFH�WKURXJK��WKH�ERXQFH�WKURXJK�OLQH�FURVVHV�PRUH�VWDQGV�RI�WKH�VDPH
RULJLQDO�WDUJHW��WKHQ�ERXQFH�WKURXJK�LV�UROOHG�IRU�LQ�WKH�IROORZLQJ�FLUFXPVWDQFH���,I�WKH�ILUH�OLQH�SDVVHV�WKURXJK�WKH
IODQN�VLGH�RI�D�WDUJHW�XQLW��WKHQ�IRU�HDFK�VWDQG�RI�WKH�VDPH�XQLW��FURVVHG�E\�WKH�ILUH�OLQH��UROO�IRU�ERXQFH�WKURXJK
DV�LI�WKH\�ZHUH�RWKHU�XQLWV��JLYLQJ�D�GLVRUGHU�IRU�HDFK�NLOO�UROOHG�RQ�WKH�NLOO�JDXJH��7KHVH�GLVRUGHU�UHVXOWV�PD\
DFFXPXODWH�

���7+(�029(0(17�3+$6(
0RYHPHQW�3KDVH
(DFK�VLGH
V�GLYLVLRQV�PXVW�EH�LQ�UHFHLSW�RI�DQ�RUGHU���7KH�RUGHUV�WKDW�D�GLYLVLRQ�KDV�GHWHUPLQHV�ZKDW�PRYHV�PD\
EH��RU�KDYH�WR�EH�PDGH�GXULQJ�WKH�PRYHPHQW�SKDVH��7KH�RUGHUV�DUH�WKH�LQVWUXFWLRQV�WKDW�KDYH�EHHQ�JLYHQ�WR
HDFK�GLYLVLRQ�FRPPDQGHU�DV�SDUW�RI�WKH�SODQ�WR�FRQGXFW�WKH�HQJDJHPHQW�
&KDQJLQJ�RUGHUV�LV�WLPH�FRQVXPLQJ�VR�FDUHIXO�WKRXJKW�VKRXOG�EH�JLYHQ�E\�WKH�*HQHUDOV�DV�WR�ZKDW�RUGHUV�KLV
GLYLVLRQV�VKRXOG�EH�LQ�UHFHLSW�RI�
2UGHUV�IUHTXHQWO\�UHIHU�WR��HQJDJHPHQW��UDQJH��(QJDJHPHQW�UDQJH�LV�����IRU�PRXQWHG�XQLWV��DQG����IRU�IRRW�XQLWV
DQG�UHIHUV�WR�WKH�XQLW�ZLWK�WKH�RUGHU�
7KH�FRPPDQGLQJ�JHQHUDO�VKRXOG�NHHS�D�VWDFN�RI�VPDOO�PDSV�RI�WKH�EDWWOHILHOG�GUDZQ�EHIRUH�WKH�VWDUW�RI�WKH
EDWWOH��2Q�WKHVH�PDSV�WKH�FRPPDQGLQJ�JHQHUDO�ZLOO�GUDZ�D�OLQH�ZLWK�DQ�DUURZ�WLS�DW�WKH�HQG�LQGLFDWLQJ�WKH�SDWK
WKDW�WKH�GLYLVLRQ�UHFHLYLQJ�WKH�RUGHUV�ZLOO�WDNH���7KH�GLYLVLRQ�JHQHUDO�LV�SODFHG�RQ�WKLV�OLQH�DQG�KLV�GLYLVLRQ�LV
GHSOR\HG�DERXW�KLP���$OO�XQLWV�ZLWKLQ�WKDW�GLYLVLRQ�PXVW�VWD\�ZLWKLQ�����RI�WKDW�GLYLVLRQ
V�JHQHUDO�WR�UHPDLQ�LQ
FRPPDQG�DQG�FRQWURO�
*HQHUDO�)LJXUH 7KH�RQO\�SXUSRVH�RI�WKH�*HQHUDO
V�ILJXUH��LV�WR�PDUN�WKH�SDWK�RI�WKH�RUGHU�WKDW�KLV�GLYLVLRQ�LV
IROORZLQJ��7KH�*HQHUDO�PXVW�VWD\�RQ�WKH�SDWK�LQGLFDWHG�E\�WKH�OLQH�RQ�KLV�RUGHUV�PDS�
7KH�2UGHUV�
$WWDFN�2UGHUV� 7KHVH�DUH�WKH�RUGHUV�JLYHQ�WR�GLYLVLRQV�WKDW�\RX�ZDQW�WR�DGYDQFH�DQG�GHVWUR\�WKH�HQHP\�
'LYLVLRQV�ZLWK�WKLV�RUGHU�PXVW�DGYDQFH�DW�OHDVW�KDOI�RI�WKH�XQLWV�LQ�WKH�GLYLVLRQ�DW�OHDVW�KDOI�RI�WKHLU�IXOO�PRYH
IRUZDUGV��WRZDUGV�WKH�HQHP\��7KLV�PXVW�FRQWLQXH�XQWLO�DW�OHDVW�SDUW�RI�WKH�GLYLVLRQ
V�IURQW�OLQH�LV�ZLWKLQ
HQJDJHPHQW�UDQJH�RI�WKH�HQHP\��,I�WKH�GLYLVLRQ
V�HQHP\�UHWUHDWV��WKH�DWWDFN�RUGHUV�UHPDLQ�DQG�WKH�GLYLVLRQ�ZLOO
FRQWLQXH�WR�DWWDFN���7KH�GLYLVLRQ�ZLOO�DWWDFN�XQWLO�LW�UHDFKHV�WKH�WLS�RI�WKH�DUURZ�GUDZQ�RQ�WKH�RUGHUV�PDS�
$WWDFN�6SHFLILF�8QLW� 7KLV�RUGHU�LV�WKH�VDPH�DV�DWWDFN�RUGHUV��,QVWHDG�RI�DQ�DUURZ�GUDZQ�RQ�WKH�RUGHUV�PDS�
WKH�HQG�RI�WKH�OLQH�FXOPLQDWHV�LQ�D�FLUFOH�GUDZQ�DURXQG�D�WDUJHW�GLYLVLRQ��7KLV�ZLOO�LQVWUXFW�DQG�FDXVH�WKH�DWWDFNHU
WR�IROORZ�DQG�SXUVXH�WKH�WDUJHWHG�GLYLVLRQ�XQWLO�GHVWUXFWLRQ��7KLV�ZLOO�DXWRPDWLFDOO\�FDXVH�DWWDFNLQJ�FDYDOU\�WR
SXUVXH�LWV�WDUJHW�RII�WDEOH��VR�FDUH�VKRXOG�EH�REVHUYHG�ZLWK�WKLV�RUGHU�
0RYH�2UGHUV��7KLV�LV�VLPSO\�DQ�LQVWUXFWLRQ�WR�PRYH�WKH�GLYLVLRQ�IURP�RQH�ORFDWLRQ�WR�WKH�RWKHU��7KH�VSHHG�RI�WKH
PRYHPHQW�LV�XS�WR�WKH�GLOLJHQFH�RI�WKH�GLYLVLRQ�FRPPDQGHU�ZLWK�WKH�RUGHUV��7KH�URXWH�WKDW�WKH�PRYH�WDNHV�PXVW
IROORZ�WKDW�VSHFLILHG�E\�WKH�RUGHU�DUURZ�RI�WKH�RUGHU�PDS��7KH�PRYH�RUGHU�FRQWLQXHV�XQWLO�FKDQJHG�E\�WKH
FRPPDQGHU�RU�XQWLO�WKH�FRPPDQG�UHDFKHV�WKH�GHVWLQDWLRQ�VSHFLILHG�LQ�WKH�RUGHU�RU�XQWLO�WKH�GLYLVLRQ�FRPHV
ZLWKLQ�WKH�HQHP\
V�RU�LWV�RZQ�HQJDJHPHQW�UDQJH��DW�ZKLFK�FDVH�WKH�RUGHUV�UHYHUW�WR�+ROG�2UGHU�
+ROG�2UGHUV� 7KH�GLYLVLRQ�KROGV�LWV�FXUUHQW�SRVLWLRQ��7KH�GLYLVLRQ�FRPPDQGHU�PD\�QRW�PRYH�EXW�WKH�GLYLVLRQ
V
XQLW�PD\�UH�GHSOR\�DERXW�KLP�WR�WDNH�XS�WKH�EHVW�SRVLWLRQ��$Q\�XQLW�ZLWKLQ�WKH�GLYLVLRQ�PD\�DGYDQFH�WRZDUGV�DQ\
HQHP\�XQLW�WKDW�LV�ZLWKLQ�LWV�RZQ�HQJDJHPHQW�UDQJH�RU�LQ�VXSSRUW�RI�D�IULHQGO\�XQLW��IURP�WKH�VDPH�GLYLVLRQ��WKDW
GRHV�VR�WR�SURYLGH�IODQN�RU�UHDU�VXSSRUW��,Q�VXFK�FLUFXPVWDQFHV��WKH�*HQHUDO�PD\�DOVR�DGYDQFH�WKH�PLQLPXP
UHTXLUHG�WR�NHHS�KLV�XQLWV�LQ�FRPPDQG�DQG�FRQWURO�
5HLQIRUFH�2UGHUV� 7KLV�LV�DQ�RUGHU�IRU�D�SDUW�RI�D�GLYLVLRQ�WR�EUHDN�DZD\�IURP�LWV�FRPPDQG���DQG�PRYH�GLUHFWO\
WR�MRLQ�DQRWKHU�GLYLVLRQ��+DOI�RI�WKH�UHLQIRUFLQJ�JURXSV�VWUHQJWK�ER[HV�DUH�UHPRYHG��QRW�EODFNHG�RXW��IRUP�WKH



��

GRQDWLQJ�GLYLVLRQ��DQG�DGGHG�WR�WKH�UHFLSLHQW
V�GLYLVLRQ�XSRQ�DUULYDO�ZLWKLQ�FRPPDQG�UDGLXV�RI�WKHP��7KH�ER[HV
DUH�UHPRYHG�IURP�WKH�HQG�RI�DQG�DGGHG�WR�WKH�HQG�RI�WKH�³&RPPDQG�0RUDOH�7HVW´�OLQH��ZLWKRXW�DOWHULQJ�WKH�SRLQW
DW�ZKLFK�ó��DQG�����WHVWV�DUH�WDNHQ�
'HOD\HG�2UGHUV� 7KLV�LV�D�GHOD\�DW�+ROG�2UGHUV��QRWHG�E\�D�QXPEHU�RI�WXUQV��IROORZHG�E\�RQH�RI�WKH�RWKHU�DERYH
RUGHUV��:KHQ�WKH�VSHFLILHG�QXPEHU�RI�WXUQV�KDV�SDVVHG��WKH�XQLW�ZLOO�FKDQJH�WR�WKH�VHFRQG�RUGHU��)RU�H[DPSOH�
�'$�PHDQV�WKH�XQLW�ZLOO�+ROG�IRU���WXUQV�DQG�WKHQ�UHYHUW�WR�DWWDFN�RUGHUV��$�FOHDU�DWWDFN�DUURZ�PXVW�EH�VSHFLILHG
RQ�WKH�RUGHUV�PDS�
,QLWLDWLYH�
%HIRUH�PRYHPHQW�EHJLQV��HDFK�VLGH�UROOV�IRU�LQLWLDWLYH��7KH�ZLQQHU�RI�WKH�LQLWLDWLYH�UROO�FKRRVHV�ZKHWKHU�KLV�VLGH
PRYHV�ILUVW��RU�DOORZV�WKH�RSSRVLWLRQ�WR�PRYH�ILUVW��7KH�VLGH�GHVLJQDWHG�DV�WKH�ILUVW�PRYHU�LV�FDOOHG�WKH�LQLWLDWLYH
VLGH IRU�WKH�UHPDLQGHU�RI�WKH�WXUQ���7KH�LQLWLDWLYH�WHVW�FRQVLVWV�RI�UROOLQJ��'��DQG�DGGLQJ���IRU�HDFK�RI�LWV�RZQ
GLYLVLRQ�ZLWK�DWWDFN�RUGHUV��$Q�DUP\�ZLWK�DQ�H[FHSWLRQDO�FRPPDQGHU��0DUOERURXJK��(XJHQH�RU�9LOODUV��DGGV���
DQG�DQ�DGGLWLRQDO����LV�DGGHG�LI�WKDW�VLGH�ORVW�WKH�SULRU�WXUQ
V�LQLWLDWLYH�UROO�
0RYHPHQW�6HTXHQFH�
�� 6KRFN�WURRSV�GHFODUH�FKDUJHV�
�� 6KRFN�FDYDOU\�WKDW�DUH�WKH�WDUJHW�RI�D�VKRFN�FKDUJH��GHFODUH�D�FRXQWHUFKDUJHV�
�� 6KRFN�FKDUJHUV�DUH�PRYHG���SUR�UDWH�FKDUJH�FRXQWHU�FKDUJHV�����PRYHV��FKDUJHU�IROORZHG�E\�FRXQWHU

FKDUJHU��DQG�VWRS����LQ�IURQW�RI�WKH�WDUJHW�LI�VKRFN�KRUVH��RU��´��$OO�RWKHU�WDUJHWV�RI�VKRFN�FKDUJHUV�DUH
SLQQHG�LQ�SODFH�DQG�PD\�QRW�PRYH�

�� 2WKHU�PRYHPHQW�LV�FRQGXFWHG��ZLWK�WKH�LQLWLDWLYH�VLGH�PRYLQJ�ILUVW��1R�XQLW�PD\�PRYHU�FORVHU�WKDQ����IURP
DQ�HQHP\�XQLW¶V�IURQW��RU��´�IURP�DQ\�RWKHU�SDUW�RI�LW�GXULQJ�QRUPDO�PRYHPHQW��'XULQJ�QRUPDO�PRYHPHQW�
DQ\�6KRFN�XQLW�WKDW�KDV�QRW�\HW�PRYHG��WKDW�KDV�DQ�HQHP\�PRYH�LQ�LWV�IURQW�DUF�PD\�LQLWLDWH�DQ�RSSRUWXQLW\
6KRFN�FKDUJH��7KLV�SLQV�WKH�XQLW�WKDW�WULJJHUHG�LW��XQOHVV�LW�LV�DOVR�D�VKRFN�XQLW���LQ�ZKLFK�FDVH�WKH
PRYHPHQW�LV�SUR�UDWHG�RXW�DV�DERYH��

6KRFN�&KDUJHUV &DYDOU\�WKDW�DUH�GHVLJQDWHG�VKRFN�FKDUJHUV��PD\�EH�+RUVH��'UDJRRQV�RU�&XLUDVVLHU��2QO\�WKH
�VW ���RI�WKHLU�FKDUJH�PRYH�PD\�EH�D�ZKHHO��7KH�UHVW�RI�WKHLU�PRYHPHQW�PXVW�EH�LQ�D�VWUDLJKW�OLQH��7KH�ODVW����RI
WKH�FKDUJH��WR�WKH��´�VWRS�OLQH��PXVW�EH�LQ�VWUDLJKW�OLQH�ZLWKRXW�FRQWUDFWLQJ�RU�H[SDQGLQJ�IURQWDJH����RU�WKH\�ZLOO
ORVH�WKHLU�VKRFN�ERQXV�Q�PHOHH�DQG�UHYHUW�WR��QRUPDO��KRUVH�RI�WKHLU�W\SH�ZKHQ�FDOFXODWLQJ�WKH�FORVH�FRPEDW�
)RRW�WKDW�DUH�GHVLJQDWHG�VKRFN�FKDUJHUV��H�J��6ZHGLVK��6FRWW�+LJKODQGHUV��PD\�RQO\�FKDUJH�LQ�D�VWUDLJKW�DQG
PD\�QRW�ZKHHO��6KRFN�IRRW�PXVW�PRYH�LQ�D�VWUDLJKW�OLQH��´�WR�JHW�WKH�VKRFN�ERQXV�LQ�FORVH�FRPEDW�
/RVLQJ�6KRFN�5DWLQJ� 6KRFN�FDYDOU\�ORRVH�WKHLU�³VKRFN´�ERQXV�LI�WKH\��D�)LUH�ZKLOH�FKDUJLQJ���E��GR�QRW�PRYH
WKH��´�EHIRUH�UHDFKLQJ�WKH�HQHP\�LQ�D�VWUDLJKW�OLQH��WKLV�LV�PHDVXUHG�WR�WKH�SRLQW�ZKHUH�WKH\�PXVW�VWRS��´�IURP
WKH�HQHP\����F��DUH�EORZQ���6KRFN�FDYDOU\�ORVLQJ�WKHLU�VKRFN�VWDWXV�UHVRUW�WR��³+RUVH´���&XLUDVVLHU��RU�³'UDJRRQV´
DV�DSSURSULDWH��6KRFN�+RUVH�PXVW�VWRS��´�IURP�WKH�HQHP\���6KRFN�IRRW�PXVW�VWRS�DW��´�IURP�WKH�HQHP\��6KRFN
IRRW�ORVH�WKHLU�VKRFN�ERQXV�LI�FKDUJHG�E\�VKRFN�FDYDOU\�DQG�EHFRPH�SLQQHG�DV�RWKHU�QRQ�VKRFN�XQLWV�ZRXOG�
6KRFN�IRRW�PD\�QRW�FKDUJH�DQ\�PRXQWHG�XQLWV�
2QH�,QFK�DQG�7ZR�,QFK�6WRS�/LQHV� 6KRFN�KRUVH�DUH�WKH�RQO\�XQLWV�WKDW�PD\�FRPH�WR�WKH��´�OLQH�RI�WKH�IURQW�RI
DQ�HQHP\�XQLW��2WKHU�XQLWV�PD\�VWRS��´�LQ�IURQW�RI�DQ�HQHP\�XQLW�GXULQJ�QRUPDO�PRYHPHQW��,Q�WKH�FORVH�FRPEDW
XQLWV�DW��´�PD\�DGYDQFH��´�WR�EH�LQ�³FORVH�FRPEDW´�UDQJH��6KRFN�KRUVH�DUH�REOLJHG�WR�FORVH�WR�FORVH�FRPEDW
LUUHVSHFWLYH�RI�WKH�FRQGLWLRQ�WKH\�ILQG�WKHPVHOYHV�LQ�DIWHU�WKH�ILULQJ�SKDVH��ZKLFK�LV�ZK\�WKH�DUH�DGYDQFH�WR��´
GXULQJ�WKHLU�FKDUJH�
,Q�RWKHU�QRUPDO�PRYHPHQW��QR�SDUW�RI�D�XQLW�PD\�SDVV�ZLWKLQ��´�RI�WKH�VLGHV�RU�UHDU�RI�DQRWKHU�XQLW��,I�D��ò�³�ZLGH
FDYDOU\�XQLW�ZLVKHV�WR�SDVV�EHWZHHQ�WZR�HQHP\�EDWWDOLRQV�LQ�OLQH��WKH�JDS�EHWZHHQ�WKHP�PXVW�EH��ò�³��,I�WKH
HQHP\�EDWWDOLRQV�ZHUH�LQ�VTXDUH��WKH�JDS�EHWZHHQ�WKHP�PXVW�EH��ò�³��,I�LW�LV�QRW��WKHQ�WKH�FDYDOU\�PXVW�HQWHU
FORVH�FRPEDW�ZLWK�WKRVH�EDWWDOLRQ��7KLV�VLPSO\�UHSUHVHQWV�WKDW�WKH�VTXDGURQV�DUH�SDVVLQJ�VR�FORVH�WR�WKH�OLQHV�RU
EDWWDOLRQV��WKDW�VLJQLILFDQW�QXPEHUV�RI�WKH�PHQ�ZRXOG�WXUQ�WR�IDFH�DQG�SUHVHQW�VXIILFLHQW�YROXPH�RI�ILUH�WKDW�WKH
FRPEDW�QHHGV�WR�EH�FDOFXODWHG�
)RUPDWLRQV��&ROXPQ��/LQH�RU�6TXDUH
&DYDOU\�DUH�DOZD\V�LQ�OLQH��:KHQ�WKHLU�VWDQGV�DUH�SODFHG�RQH�EHKLQG�WKH�RWKHU��WKH\�DUH�LQ�D�FROXPQ�RI�VTXDGURQ
OLQHV�±�DQG�WUHDWHG�DV�LQ�³OLQH´�
)RRW�PD\�EH�LQ�&ROXPQ��OLQH�RU�VTXDUH��&ROXPQV�PRYH�IXUWKHU��EXW�ILJKW�DW�D�KXJH�GLVDGYDQWDJH�LI�WKH�HQHP\
FRPHV�LQWR�FORVH�FRPEDW�UDQJH�ZLWK�WKHP��7KH�IURQW�VWDQG�RI�D�FROXPQ�FDQ�ILUH�DV�D�VLQJOH�VWDQG�ZLGH�XQLW�
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7KUHH�UDQN�IRRW�IRUPDWLRQV�PD\�FORVH�XS�DQG�IRUP�D�GHQVH�OLQH�ZKHQ�DWWDFNLQJ�IRUWLILHG�SRVLWLRQV�RU�YLOODJHV��7R
VLJQLI\�WKLV��SODFH�WZR�VWDQGV�EHKLQG�WKH�RWKHU��7KLV�UHGXFHV�WKH�IURQWDJH�RI�WKH�XQLW�IRU�ILULQJ��EXW�SDFNV�PRUH
WURRSV�LQWR�WKH�DWWDFN�SRLQW���7KLV�LV�WKH�SUHFXUVRU�WR�WKH�DWWDFN�FROXPQV�RI�ODWHU�SHULRGV�DQG�ZDV�DQ�LQIRUPDO
IRUPDWLRQ�XVHG�RQO\�DJDLQVW�VWURQJO\�GHIHQGHG�SRVLWLRQV�VXFK�DV�WKH�YLOODJHV�RI�%OLQGKHLP�DQG�5DPLOOLHV�
6TXDUH��,QIDQWU\�PD\�IRUP�VTXDUH�DV�D�GHIHQVH�DJDLQVW�FDYDOU\��7KH\�PXVW�EH�VWDWLRQDU\�IRU�WKH�HQWLUH�WXUQ�DQG
WKH\�PD\�QRW�EH�³VKDNHQ´���,I�HQHP\�FDYDOU\�DUH�ZLWKLQ��´�RU�LI�WKH�LQIDQWU\�DUH�WKH�WDUJHW�RI�D�FDYDOU\�VKRFN
FKDUJH��WKH�LQIDQWU\�PXVW�WDNH�D�³PRUDOH�WHVW´�EXW�DW�RQH�JUDGH�ORZHU�WKDQ�WKH\�DUH��,I�WKH�XQLW�DWWHPSWLQJ�WR�IRUP
VTXDUH�LV�ZLWKLQ��´�RI�WKH�HQHP\�FDYDOU\�EXW�127�WKH�WDUJHW�RI�D�VKRFN�FKDUJH�DQG�WKH�PRUDOH�WHVW�LV�IDLOHG��WKH
XQLW�LV�D�VKDNHQ�OLQH��,I�WKH�XQLW�,6�WKH�WDUJHW�RI�D�VKRFN�FKDUJH�±�HYHQ�IURP�PRUH�WKDW��´�DZD\���WKDW�ZLOO�FRQWDFW
WKH�VTXDUH�±�DQG�WKH�VTXDUH�IDLOV�WKH�VTXDUH�PRUDOH�WHVW����LW�LV�ULGGHQ�GRZQ�DQG�GLVSHUVHG��UHPRYHG�IURP�WKH
JDPH���7KH�VKRFN�FKDUJHU�PRYHV�WR�WKH�OLPLW�RI�LWV�PRYH�DQG�LV�EORZQ��,W�PD\�QRW�³EUHDNWKURXJK´�±�EXW�PD\
³UHFDOO´��VHH�&DYDOU\�5HFRYHU\�EHORZ��
6TXDUHV�FRXQW�DOO�EDVHV�LQ�FORVH�FRPEDW�DJDLQVW�FDYDOU\��EXW�RQO\���EDVH�DJDLQVW�IRRW�
)RUPDWLRQ�&KDQJHV
�� ,QIDQWU\�PD\�FKDQJH�IRUPDWLRQ�DW�WKH�FRVW�RI�KDOI�RI�WKHLU�PRYH��&ROXPQ�WR�OLQH�RU�OLQH�WR�FROXPQ��,QIDQWU\

PD\�RQO\�PDNH�RQH�VXFK�IRUPDWLRQ�FKDQJH�SHU�WXUQ�
�� ,QIDQWU\�OLQH�PD\�WXUQ�WR�WKH�OHIW�RU�ULJKW�DQG�EHFRPH�D�FROXPQ���DQG�YLFH�YHUVD�
�� &DYDOU\�PD\�FKDQJH�IURQWDJH�ZKLOH�PRYLQJ��7KH\�PD\�QRW�UHGXFH�DQG�H[SDQG�LQ�WKH�VDPH�WXUQ��7KH\�PD\

H[SDQG�RU�FRQWUDFW���VTXDGURQ�IRU�HDFK����RI�PRYHPHQW�RU�WKH�ORVV�RI��´�IURP�WKHLU�WRWDO�PRYHPHQW�
�� ,QIDQWU\�PD\�DERXW�IDFH�DW�WKH�FRVW�RI�KDOI�RI�WKHLU�PRYH��FDYDOU\�DW�WKH�FRVW�RI�RQH�TXDUWHU�RI�WKHLU�PRYH�
�� $OO�RWKHU�IDFLQJ�FKDQJHV�DUH�PDGH�E\�ZKHHOLQJ�
�� &DYDOU\�PD\�QRW�PRYH�UHDUZDUG�ZLWKRXW�WXUQLQJ�WR�WKH�UHDU�
�� ,QIDQWU\�PD\�PRYH�UHDUZDUG�DW�KDOI�VSHHG���EXW�UHFHLYH�D�GLVRUGHU�LI�ZLWKLQ��´�RI�WKH�HQHP\�
�� /LPEHULQJ�RU�XQOLPEHULQJ�PHGLXP�DQG�KHDY\�DUWLOOHU\�WDNHV�D�IXOO�WXUQ�
:KHHOV� ,QIDQWU\�PD\�ZKHHO�DW�KDOI�VSHHG��&DYDOU\�PD\�ZKHHO�DW�IXOO�VSHHG��:KHQ�VKRFN�&KDUJHUV�DUH
FKDUJLQJ��ZKHHOV�PXVW�EH�SHUIRUPHG�ILUVW�����RU�����PD[��WKHQ�WKH�FKDUJH�PXVW�EH�LQ�D�VWUDLJKW�OLQH�
&RQWUDFWLQJ�)URQWDJH� &DYDOU\�PD\�FRQWUDFW�25�H[SDQG�IURQWDJH��IRU�H[DPSOH���WR�DYRLG�WHUUDLQ��ZKLOH
FKDUJLQJ��VKRFN�FDYDOU\��RU�PRYLQJ��,QIDQWU\�PXVW�FKDQJH�IRUPDWLRQ�DQG�IRUP�D�FROXPQ���6KRFN�FDYDOU\�WKDW
FKDQJH�IURQWDJH�LQ�WKH�ODVW��´�RI�WKHLU�PRYH��EHIRUH�UHDFKLQJ�WKH��´�SRLQW�IURP�WKH�WDUJHW��ORRVH�WKHLU�³VKRFN´
FORVH�FRPEDW�ERQXV�
2EOLTXH��,QIDQWU\�PD\�QRW�REOLTXH�RU�PRYH�VLGHZD\V���H[FHSW�ZKHQ�PDQQLQJ�WUHQFKHV��IRUWLILFDWLRQV�RU�YLOODJHV�
+HUH�WKH\�FDQ�PRYH�DORQJ�WKH�HGJH�RI�WKH�IHDWXUH�DW�KDOI�VSHHG�
,QWHUSHQHWUDWLRQ��/LQHV�WKDW�DUH�SDUDOOHO�PD\�LQWHUSHQHWUDWH�SURYLGLQJ�RQH�GRHVQ
W�PRYH��,I�ERWK�PRYH��ERWK�DUH
GLVRUGHUHG��0RXQWHG�GLVRUGHU�IRRW�ZKLFK�PXVW�EH�VWDWLRQDU\��)RRW�PD\�QRW�LQWHUSHQHWUDWH�PRXQWHG��$Q\�PD\
SDVV�WKURXJK�DUWLOOHU\�ZLWKRXW�GLVRUGHU�
7DFWLFDO�0RYHPHQW��8QLWV�ZKRVH�HQWLUH�PRYHPHQW�LV���´�RU�PRUH�IURP�WKH�HQHP\�PD\�PRYH�GRXEOH�LWV�QRUPDO
PRYH�IRU�LWV�FXUUHQW�IRUPDWLRQ�
5RXWHG�8QLWV� 5RXWLQJ�XQLWV�DUH�QRW�PRYHG�LQ�WKH�PRYHPHQW�SKDVH��7KH\�DUH�PRYHG�ODWHU�LQ�WKH�UDOO\�SKDVH�

���7+(�086.(75<�3+$6(
,QIDQWU\�EDWWDOLRQV�DQG�KRUVH�DOORZHG�WKH�XVH�RI�FDUELQH�ILUH�PD\�GR�VR��)LULQJ�LV�VLPXOWDQHRXV�DQG�PD\�EH
FDUULHG�RXW�LQ�DQ\�RUGHU�VHTXHQFH�FRQYHQLHQW�IRU�WKH�SOD\HUV�
7KH�ILULQJ�]RQH�RI�D�ILULQJ�XQLW�LV�WKH�ZLGWK�RI�WKH�ILULQJ�XQLW�DQG�RXW�WR�WKH�PD[LPXP�UDQJH�IRU�WKDW�XQLW�±��´�IRU
IRRW�DQG��´�IRU�PRXQWHG�PXVNHWV�RU�FDUELQHV��7KH�ILULQJ�XQLW�ILUHV�RQO\�GLUHFWO\�DKHDG�LQ�LWV�ILUH�]RQH�DQG�PD\�QRW
DQJOH�LWV�ILUH�RXWVLGH�RI�WKLV�]RQH��,I�WKHUH�DUH�DQ\�IULHQGO\�XQLWV�LQ�WKH�ILUH�]RQH��WKH�ILULQJ�XQLW�PD\�QRW�ILUH�
2QO\�RQH�WDUJHW�LQ�WKH�ILUH�]RQH�PD\�EH�D�SULPDU\�WDUJHW��7KLV�LV�WKH�WDUJHW�WKDW�KDV�JUHDWHU�SDUW�ZLWKLQ�WKH�ILUH
]RQH�RI�WKH�ILUHU��2WKHU�WDUJHWV�LQ�WKH�ILUH�]RQH�DUH�VHFRQGDU\�WDUJHWV�DQG�DUH�VXEMHFW�WR�GLVRUGHULQJ�ILUH�



��

3ULPDU\�WDUJHWV�DUH�VXEMHFW�WR�³NLOOV´��ZKHUHDV�VHFRQGDU\�WDUJHWV�DUH�RQO\�VXEMHFW�WR�GLVRUGHUV��7R�FDXVH�D
GLVRUGHU�RQ�VHFRQGDU\�WDUJHWV��D�³NLOO´�PXVW�EH�UROOHG�RQ�WKH�.LOO�*DXJH��$�³GLVRUGHU´�UHVXOW�RQ�WKH�NLOO�JDXJH�KDV
QR�HIIHFW�RQ�VHFRQGDU\�WDUJHWV�
'LVRUGHU�5HVXOWV DUH�FXPXODWLYH�DQG�LI�FDXVHG�E\�ILULQJ��PD\�DFFXPXODWH�LQWR�D�NLOO ±��GLVRUGHUV�IURP�DQ\�RWKHU
HIIHFW�GR�DFFXPXODWH�EXW�RQO\�WR�³VKDNHQ´�UHVXOWV�±�WKH\�GR�QRW�DFFXPXODWH�WR�D�NLOO�
$�NLOO UHVXOW�IURP�ILULQJ�DOVR�DGGV�D�GLVRUGHU��7KHUHIRUH��GLVRUGHUHG�XQLWV�UHFHLYLQJ�D�GLVRUGHU�UHVXOW�EHFRPHV
VKDNHQ���6KDNHQ XQLWV�UHFHLYLQJ�D�GLVRUGHU�WDNH�D�NLOO DQG�VWD\�VKDNHQ��6KDNHQ XQLWV�UHFHLYLQJ�D�NLOO�WDNH�D
NLOO DQG�VWD\�VKDNHQ�
$GG�DQG�VXEWUDFW�DQ\�DSSOLFDEOH�PRGLILHUV�WR�D�UROO�RI�'���DQG�FRQVXOW�WKH�.LOO�*DXJH IRU�WKH�UHVXOW�
7KH�PRGLILHUV�DUH�
,QIDQWU\�)LUVW�)LUH���
,QIDQWU\�XQLWV��³LQIDQWU\´�LQFOXGHV�GLVPRXQWHG�GUDJRRQV��WKDW�KDYH�QRW�\HW�ILUHG�LQ�WKH�JDPH�VXEWUDFW���IURP�WKHLU
GLH�UROO�
,QIDQWU\©V�WDUJHW�LV�FDYDOU\���
,QIDQWU\�JHW�D�±��ERQXV�IRU�ILULQJ�DW�PRXQWHG�XQLWV�±�WKLV�LQFOXGHV�OLPEHUHG�DUWLOOHU\�
)LUHU�LV�GLVRUGHUHG�RU��6KDNHQ������
$Q\�XQLW��IRRW��KRUVH�RU�DUWLOOHU\�WKDW�LV�GLVRUGHUHG�DGG����WR�WKHLU�UROO��RU����LI�VKDNHQ�
7KUHH�6WDQG�:LGH�8QLW���
7KH�GHIDXOW�XQLW�VL]H�LV�D���VWDQG�ZLGH�XQLW��,I�D�ILULQJ�XQLW�LV�D�� VWDQG�ZLGH�IRRW�RU���VTXDGURQ�FDYDOU\�XQLW��WKHQ
WKLV�PRGLILHU�LV�XVHG�±�LW�GRHV�QRW�DSSO\�WR�DUWLOOHU\��7KLV�LV�WKH�VWDQGDUG�ZLGWK�RI�)UHQFK�RU�,PSHULDO�EDWWDOLRQV
XVLQJ���RU���UDQNV�DQG�ILULQJ�LQ�YROOH\��7KH�ZLGHU���UDQN�³SODWRRQ�ILULQJ´�XQLWV�GR�QRW�XVH�WKLV�PRGLILHU�
)LUHUV�0RXQWHG���
0RXQWHG�ILULQJ�XVHV�WKLV�PRGLILHU�
)LULQJ�DW�$UWLOOHU\���
7KH�RSHQ�RUGHU�RI�DUWLOOHU\�EDWWHULHV�PDNH�WKHP�KDUGHU�WR�KLW��DQG�DOO�ILUHUV�ILULQJ�DW�GHSOR\HG�DUWLOOHU\�XVH�WKLV
PRGLILHU�
7DUJHW�LQ�&RYHU���
7DUJHWHG�WURRSV�LQ�OLJKW�FRYHU��EHKLQG�ZDOOV��EDUULFDGHV�ZLOO�DGG�WKLV�PRGLILHU�WR�WKH�ILUHU�
7DUJHW�LQ�+HDY\�&RYHU���
7DUJHW�WURRSV�LQ�KHDY\�IRUWLILFDWLRQV��WUHQFKHV��RQ�KLJK�SDUDSHWV�RU�LQ�VLHJH�ZRUNV�ZLOO�DGG�WKLV�PRGLILHU�WR�WKH
ILUHU�
7DUJHW�OHVV�WKDQ�����LQ�DUF���
,I�D�WDUJHW�LV�OHVV�WKDQ�����LQ�IURQW�RI�WKH�ILUHU��RU OHVV�WKDQ�����RI�WKH�ILUHU�LV�LQ�IURQW�RI�WKH�WDUJHW��WKHQ�WKLV
PRGLILHU�LV�XVHG�
7ZR�6WDQG�:LGH�8QLW����
7KLV�PRGLILHU�LV�DSSOLHG�WR�VPDOO�XQLWV�LQFOXGLQJ�VTXDGURQ�SDLUV�RI�KRUVH�RU�VPDOO�LQIDQWU\�XQLWV�±�EXW�QRW�WR
DUWLOOHU\
2QH�6WDQG�:LGH�8QLW���
6LQJOH�VWDQG�ZLGH�KRUVH�RU�IRRW�XQLWV�UHFHLYH�WKLV�PRGLILHU�±�EXW�QRW�DUWLOOHU\�
$Q\�XQLWV�ILULQJ�IURP�EXLOGLQJV�GR�QRW�JHW�DQ\�PLQXV�PRGLILHUV�±�LQFOXGLQJ�ILUVW�ILUH�ERQXV�
2SSRUWXQLW\�)LUH
,I�GXULQJ�WKH�PRYHPHQW�SKDVH�D�XQLW�PRYHV�RXW�RI�D�ILUHUV�ILUH�]RQH��KDYLQJ�EHHQ�LQ�LW�DW�VRPH�SRLQW�GXULQJ�WKH
PRYHPHQW�SKDVH��WKH�ILUHU�PD\�FKRVH�WR�XVH�LW¶V�ILUH�DW�WKDW�SRLQW�DQG�IRUJR�ILULQJ�ODWHU�LQ�WKH�ILULQJ�SKDVH��7KH
ILUHU�ILUHV�DW�WKH�WDUJHW�DV�D�³VHFRQGDU\´�WDUJHW�ZLWK�WKH�FKDQFH�RI�LQIOLFWLQJ�D�GLVRUGHU�RQ�LW�
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���7+(�&/26(�5$1*(�&20%$7�3+$6(
7KHVH�UXOHV�ZHUH�ZULWWHQ�WR�SOD\�WKH�ODUJH�EDWWOHV�RI�WKH�SHULRG�LQ�UHDVRQDEOH�WLPH�ZLWK�KLVWRULFDOO\�SODXVLEOH
UHVXOWV��&RQVHTXHQWO\�ZH�KDYH�UHPRYHG�D�FRPPRQO\�XVHG�PHFKDQLF�IURP�WKH�UXOHV��DQG�WKHUHIRUH��ZLWK�WKH
H[FHSWLRQ�RI�6KRFN�&KDUJHUV�DV�GHVFULEHG�DERYH��WKHUH�DUH�QR�³FKDUJHV´�LQ�WKHVH�UXOHV��6KRFN�FKDUJHV�ZHUH
OHIW�LQ�EHFDXVH�WKLV�W\SH�RI�FKDUJLQJ�ZDV�D�VSHFLILF�PHFKDQLF�RI�D�VPDOO�JURXS�RI�XQLWV�
&RPEDW�W\SHV�FDQ�EH�GLYLGHG�LQWR�WZR�W\SHV�±�ORQJ�UDQJH�FRPEDW��W\SLFDOO\�PXVNHWU\�±�EXW�ERZ�DQG�DUURZV�VWLOO
LQ�VRPH�DUPLHV��DQG�FORVH�UDQJH�FRPEDW��0RVW�RI�WKH�FRPEDW�GRQH�DW�FORVH�UDQJH�LV�VWLOO�PXVNHWU\�DQG�WKHUH�LV�D
SRLQW�WKDW�PXVNHWU\�EHFRPHV�HVSHFLDOO\�GHDGO\�XVXDOO\�EHWZHHQ����±����\DUGV���+RZHYHU��ZH�GRQ¶W�VSHFLI\
H[DFWO\�ZKDW�FORVH�UDQJH�FRPEDW�LV��MXVW�WKDW�LW�LV�FRPEDW�WDNLQJ�SODFH�EHWZHHQ�RSSRQHQWV�DW����±����\DUGV�RU
OHVV�VHSDUDWLRQ��7KLV�FRXOG�EH�PXVNHWU\��FDYDOU\�VZRUGV��HYHQ�WZR�OLQHV�RI�LQIDQWU\�EDWWDOLRQV�DW�SRLQW�EODQN
UDQJH��VRPH�FRPSDQLHV�RI�ZKRP�FKDUJH�XS�ZLWK�ED\RQHW�ZKLOH�GRZQ�DW�WKH�RWKHU�HQG�RI�WKH�EDWWDOLRQ�
FRPSDQLHV�DUH�ILULQJ�YROOH\V��,W¶V�D�FRQIXVHG�PHVV�RI�FORVH�UDQJH�ILJKWLQJ�DQG�WR�SLHFH�PHDO�LW�RXW�LV
XQQHFHVVDU\��7KHUHIRUH��ZKHQ�D�IRRW�EDWWDOLRQ�DGYDQFHV�WR�FORVH�FRPEDW�ZLWK�D�FDYDOU\�VTXDGURQ��LW�LV�QRW
QHFHVVDULO\�FKDUJLQJ�LQWR�D�ED\RQHW�DWWDFN�ZLWK�LW��EXW�DGYDQFLQJ�WR�SRLQW�EODQN�UDQJH�WR�ILUH�YROOH\V�LQWR�LW�
'XULQJ�QRUPDO�PRYHPHQW��QR�XQLW�PD\�PRYH�FORVHU�WKDQ�WZR�LQFKHV�WR�WKH�IURQW�RI�DQ�HQHP\�XQLW�RU�RQH�LQFK
IURP�DQ�LWV�IODQN�RU�UHDU�VLGHV�
$GYDQFLQJ�WR�&ORVH�&RPEDW��'XULQJ�WKH�&ORVH�&RPEDW�3KDVH��WKH�VLGH�PRYLQJ�ILUVW�GXH�WR�LQLWLDWLYH�PD\
DGYDQFH�DQ\�RI�KLV�XQLWV�WKDW�DUH��´�DZD\�IURP�WKH�HQHP\�WR�ZLWKLQ��´�RI�WKH�HQHP\�DQG�GHFODUH�³FORVH�FRPEDW´�
7KLV�LV�D�IUHH�PRYH�DQG�GRHV�QRW�GHGXFW�IURP�DQ\�PRYHPHQW�DOORZDQFH��,Q�RWKHU�ZRUGV��LI�D�OLQH�RI�IRRW
H[SHQGHG�LWV�HQWLUH�PRYHPHQW�DOORZDQFH�WR�HQG��´�IURP�WKH�HQHP\��LW�PD\�VWLOO�DGYDQFH�WR�FORVH�FRPEDW��7KH
VLJQLILFDQFH�RI��´�DSDUW�GRHV�QRW�PHDQ�WKDW�VRPH�XQLWV�DUH�QRW�QHFHVVDULO\�PHOHHLQJ��EXW�OHDYLQJ�WKH�XQLWV�DSDUW
SUHVHUYHV�ED\RQHWV�DQG�VZRUGV�RQ�WKH�PRGHOV��EXW�DOVR�VHUYHV�WR�UHPLQG�WKH�SOD\HUV�WKDW�VRPH�RI�WKH�FRPEDW�LV
LQ�IDFW��SRLQW�EODQN�PXVNHWU\�
6KRFN�FKDUJH�IRRW�PD\�FKRVH�WR�KDOW�WKHLU�FKDUJH�DQG�WDNH�D�GLVRUGHU�UHVXOW�
6KRFN�FKDUJH�FDYDOU\�0867�FORVH�LUUHVSHFWLYH�RI�WKH�FRQGLWLRQ�WKH\�ILQG�WKHPVHOYHV�LQ�DW�WKLV�SRLQW�
$IWHU�WKH�LQLWLDWLYH�VLGH�KDV�GHFODUHG�FORVH�FRPEDW�DGYDQFHV��WKH�QRQ�LQLWLDWLYH�VLGH�PD\�GR�VR��,I�QHLWKHU�RI�WKHU
WZR�RSSRVLQJ�XQLWV�DW��´�GHFLGH�WR�DGYDQFH��WKHQ�WKHLU�FRPEDW�LV�RYHU�IRU�WKLV�WXUQ�DQG�ZKDW��LI�DQ\�FDVXDOWLHV
WKDW�ZHUH�GRQH�LQ�WKH�ILUH�SKDVH�LV�LW�
,Q�WKH�=RQH��'XH�WR�WKH�LQDFFXUDFLHV�RI�SXVKLQJ�PRGHOV�RI�OHDG�ILJXUHV�DURXQG�WKH�WDEOH��\RX�ZLOO�IUHTXHQWO\�ILQG
VLWXDWLRQV�ZKHUH�RQH�SOD\HU�KDV�D�XQLW�MXVW�RYHU�±�RU�HYHQ�MXVW�XQGHU��´�IURP�WKH�HQHP\�DQG�ZLVKHV�WR�FORVH
FRPEDW��'LVDJUHHPHQWV�RI�H[DFWO\�ZKHUH�D�XQLW�LV�VKRXOG�JR�LQ�WKH�IDYRU�RI�WKH�DJJUHVVRU�DQG�DWWDFNHU�VKRXOG�EH
DOORZHG�WR�DGYDQFH�WR�FORVH�FRPEDW�LI�LW�LV�³DERXW´��´�IURP�WKH�HQHP\��2QH�FDQ�FRQVLGHU�WKLV�D�³]RQH´�RI�DERXW
����ò´�
3LQQLQJ� ,W�LV�LPSRUWDQW�WR�QRWH�WKDW�PRYLQJ�WRZDUGV�DQ�HQHP\��ZLWK�WKH�LQWHQW�RI�ODWHU�DWWHPSWLQJ�WR�FORVH�WR
FORVH�FRPEDW�UDQJH��GRHV�QRW�³SLQ´�WKDW�XQLW�LQ�DQ\�PDQQHU��7KH�RQO\�XQLWV�ZKLFK�³SLQ´�WKHLU�WDUJHW�LQ�SODFH�DUH
VKRFN�FKDUJHUV��'XULQJ�PRYHPHQW��LI�LQIDQWU\�XQLW�$�PRYHV�WR�ZLWKLQ��´�RI�HQHP\�LQIDQWU\�XQLW�;��DQG�;�KDVQ¶W
PRYHG��LW�PD\��LQ�LWV�WXUQ��UHWLUH�EDFN�IURP�$��7KLV�ZLOO�FDXVH�D�GLVRUGHU�RQ�;��EXW�ZLOO�SUHYHQW�LW�IURP�EHLQJ
HQJDJHG�DW�FORVH�FRPEDW�UDQJHV�ODWHU�LQ�WKH�WXUQ��6LPLODUO\��LI�;�ZHUH�D�FDYDOU\�XQLW�WKDW�KDG�QRW�\HW�PRYHG��LW
FRXOG�WXUQ�DURXQG�DQG�ULGH�RII�±�HYDGH��,I�LW�OHIW�$¶V�ILUH�]RQH��WKHQ�LW�ZRXOG�EH�VXEMHFW�RSSRUWXQLW\�ILUH�
:KDW�WKLV�DOVR�PHDQV�LV�WKDW�LI�IRU�H[DPSOH��D�WDUJHW�LQIDQWU\�LV�VWUXFN�LQ�WKH�UHDU��DQG�WKDW�WDUJHW�KDV�QRW�\HW
PRYHG��WKHQ�LW�FDQ�WXUQ�WR�IDFH�LQ�LWV�PRYHPHQW�±�ZLWKRXW�DGGLWLRQDO�SHQDOW\��,W�LV�DVVXPHG�WKDW�WKH�³WXUQ�WR�IDFH´
LV�VLPXOWDQHRXV�ZLWK�WKH�RSSRQHQW¶V�DGYDQFH��+RZHYHU��LI�D�GHIHQGLQJ�WDUJHW�KDV�DOUHDG\�PRYHG��DQG�GRQH
QRWKLQJ�WR�SUHSDUH�IRU�WKH�HQHP\�LQ�LWV�UHDU��WKHQ�LW�PD\�QRW�UHWURDFWLYHO\�UHDFW�WR�WKH�DWWDFNHU�ZKHQ�LW�PDNHV�LW¶V
PRYH�
7KLV�DOVR�UXOHV�PDNHV�LW�SDUWLFXODUO\�KDUG�WR�KLW�FDYDOU\�LQ�WKH�IODQN��XQOHVV�WKDW�FDYDOU\�LV�DOUHDG\�PRYHG�RU�LV
DOVR�DWWDFNHG�WR�WKH�IURQW�
&RQGXFWLQJ�&ORVH�&RPEDW� $IWHU�DOO�GHFODUDWLRQV�RI�FORVH�FRPEDW�KDYH�EHHQ�PDGH��DQG�WKH�XQLWV�DGYDQFHG�WR
WKH��´�DSDUW��WKH�FORVH�UDQJH�FRPEDWV�FDQ�EH�FRQGXFWHG�LQ�DQ\�RUGHU�FRQYHQLHQW�IRU�WKH�SOD\HUV��+RZHYHU��IRU
PXOWLSOH�XQLW�PHOHHV�WKH�SOD\HUV�VKRXOG�VWDUW�DW�RQH�HQG�RI�D�FRPPDQG¶V�IURQW�OLQH�DQG�PRYH�GRZQ�WR�WKH�RWKHU�
$OO�FRPEDW�LV�VLPXOWDQHRXV��VR�LI�D�XQLW�WKDW�ZRXOG�KDYH�VXSSOLHG�D�³IODQN�VXSSRUW´�WR�DQ�DGMDFHQW�RQH�LV�EURNHQ
LQ�LW¶V�FRPEDW��LW�VWLOO�SURYLGHV�WKDW�VXSSRUW�WR�WKDW�DGMDFHQW�XQLW�ZKHQ�LW¶V�FRPEDW�LV�UHVROYHG�



��

3URFHGXUH� 5ROO�D�'���IRU�HDFK�XQLW�LQ�FRPEDW��7R�WKLV�UROO��WKRVH�PRGLILHUV�IURP�WKH�OLVW�EHORZ�WKDW�DSSO\�WR�WKH
WHVWLQJ�XQLW�DUH�DGGHG�WR�WKH�GLH�UROO��7KH�WZR�ILQDO�VFRUHV��RQH�IRU�HDFK�RSSRQHQW��DUH�FRPSDUHG��WKH�KLJKHVW�UROO
EHLQJ�WKH�ZLQQHU��7KH�ORRVHU�ORRNV�DW�WKH�³6HYHULW\�RI�GHIHDW´�FKDUW�DQG�GHWHUPLQHV�ZKDW�KDSSHQV�WR�KLV�ORVLQJ
XQLW�
6TXDULQJ�RII� 6TXDUH�RII�XQLW¶V�EDVHV�LQ�FORVH�FRPEDW�LQ�WKH�GLUHFWLRQ�RI�WKH�OHDVW�WKDW�WKH\�KDYH�WR�EH�PRYHG�
0RGLILHUV�
$UWLOOHU\�YHUVXV�HQHP\�LQ�WKHLU�ILUH�DUF���
$UWLOOHU\�WKDW�KDYH�HQHP\�DGYDQFH�WRZDUGV�WKHP�LQ�WKH�DUWLOOHU\¶V�DUF�RI�ILUH�DGG����WR�WKHLU�UROO��7KLV�UHSUHVHQWV
WKH�XVH�RI�FDQLVWHU��SDUWULGJH�VKRW��DW�FORVH�UDQJH�SULRU�WR�PHOHHLQJ ��7KLV�RQO\�RFFXUV�LQ�WKH�ILUVW�URXQG��DQG�LI
WKHUH�LV�D�GUDZ�DQG�D UH�UROO�±�WKHQ�WKH�DUWLOOHU\�GR�QRW�JHW�WKLV�RQ�WKH�VHFRQG�UROO�
)ODQN�6XSSRUW��SHU�IODQN����
,QIDQWU\�DQG�DUWLOOHU\�WKDW�KDYH�IULHQGO\�XQLWV�ZLWKLQ��´�RI�DQ\�SDUW�RI�WKHLU�IODQN�VLGH�JHW����IRU�HDFK�IODQN
VXSSRUWHG��&DYDOU\�GR�QRW�JHW�WKLV�VXSSRUW��'LIILFXOW�WHUUDLQ��WHUUDLQ�WKDW�ZRXOG�GLVUXSW�PRYHPHQW�IRU�WKH�DWWDFNHU�
ZLWKLQ��´�ZLOO�DOVR�SURYLGH�WKLV�VXSSRUW�
5HDU�6XSSRUW���
)ULHQGO\�LQIDQWU\�WKDW�LV�SDUDOOHO�ZLWKLQ��´�RI�WKH�UHDU�RU�IULHQGO\�FDYDOU\�WKDW�LV�ZLWKLQ���´�RI�WKH�UHDU�RI�WKH�WHVWLQJ
XQLW�JHW�WKLV�PRGLILHU��$OO�XQLWV�EHQHILW�IRUP�UHDU�VXSSRUW�
'HIHQGLQJ�7HUUDLQ�RU�7RZQ����RU�+HDY\�&RYHU��)RUWLILHG�7RZQ�RU�&KDWHDX[���
,I�PRVW�RI�D�GHIHQGLQJ�XQLW�LV�ZLWKLQ�VXFK�WHUUDLQ��WKHQ�LW�UHFHLYHV�WKLV�PRGLILHU��,I�WZR�RSSRVLQJ�XQLWV�DUH�LQ�D
WRZQ��DQG�RQH�RI�WKHP�GHFODUHV�DQ�DGYDQFH�WR�FORVH�FRPEDW��WKHQ�WKH�DJUHVVRU�GRHV�QRW�UHFHLYH�WKH�PRGLILHU�±
RQO\�WKH�GHIHQGHU�GRHV�
4XDOLW\�RI�7URRSV�¤�3HU�/HYHO�'LIIHUHQFH���
(OLWH�WURRSV�JHW�D����ZKHQ�LQ�FORVH�FRPEDW�ZLWK�5DZ�WURRSV��&UDFN�JHW�D����ZKHQ�LQ�FRPEDW�ZLWK�YHWHUDQ�WURRSV�
(WF�
6XSHULRU�:HLJKW�RI�7URRSV���
7KLV�LV�D�QHW����IRU�WKH�VLGH�ZLWK�WKH�KHDYLHVW�ZHLJKW�RI�WURRSV��,W�V�QRW����SHU�ZHLJKW�OHYHO�GLIIHUHQFH�±�MXVW�D
WRWDO�QHW���LI�WKH�WURRSV�DUH�KHDYLHU�WKDQ�WKHLU�RSSRQHQW��7KH�ZHLJKW�VFDOHV�DUH�� )URP�KLJKHVW�WR�ORZHVW�
0RXQWHG��,QIDQWU\�6TXDUH���6KRFN�&DYDOU\���&XLUDVVLHUV���'UDJRRQV���+XVVDUV���)RRW��QRW�LQ�VTXDUH�
)RRW��6KRFN�)RRW�FKDUJLQJ���2WKHU�,QIDQWU\���'LVPRXQWHG�'UDJRRQV���0DWFKORFN�SLNH�DUPHG�IRRW���,QIDQWU\�LQ
6TXDUH���,VRODWHG�$UWLOOHU\���6NLUPLVKHUV
*UHQDGLHUV�$WWDFNLQJ�)RUWLILFDWLRQV�RU�+HDY\�&RYHU���
7KLV�PRGLILHU�LV�IRU�GHGLFDWHG�JUHQDGLHU�EDWWDOLRQV�RU�FRQYHUJHG�JUHQDGLHU�EDWWDOLRQV�WKDW�DUH�DWWDFNLQJ�IRUWLILHG
SRVLWLRQV��WRZQV�RU�WUHQFKHV�HWF��WKDW�JLYH�WKHLU�GHIHQGHUV�D���EHQHILW��7KLV�LV�WR�UHSUHVHQW�WKHLU�XVH�RI�JUHQDGHV
IRU�WKLV�W\SH�RI�DVVDXOW��7KLV�PRGLILHU�PD\�DOVR�EH�DSSOLHG�WR�JUHQDGLHUV�GHIHQGLQJ�IRUWLILFDWLRQV�XS�KLOO�RI�DQ
DWWDFNHU��H�J��6FKHOOHQEHUJ�
3HU�2YHUODS�6WDQGV�1RW�2WKHUZLVH�(QJDJHG�¤��0D[���SHU�)ODQN�����
,I�D�FORVH�FRPEDW�XQLW�KDV�VWDQGV�WKDW�RYHUODS�WKH�RSSRQHQW¶V�XQLW�DQG�WKRVH�VWDQGV�DUH�QRW�LQ�FRQWDFW�RU
FRXQWLQJ�DV�DQ�RYHUODS�LQ�DQRWKHU�FRPEDW�±�WKH\�DGG����WR�WKH�GLU�UROO��8S�WR�RQH�RYHUODS�SHU�IODQN��IRU�D
PD[LPXP�RI����LV�DOORZHG�
'LVRUGHUHG���
,I�WKH�WHVWLQJ�XQLW�LV�GLVRUGHUHG��VXEWUDFW���
6KDNHQ���
,I�WKH�XQLW�LV�VKDNHQ��VXEWUDFW��
*UHDWHU�1XPEHU�RI�6WUHQJWK�%R[HV�PDUNHG�RII���¤�
7KH�XQLW�ZLWK�WKH�KLJKHVW�QXPEHU�RI�VWUHQJWK�ER[HV�PDUNHG�RII�VXEWUDFWV�RQH��$Q�DOWHUQDWLYH�RSWLRQ��EXW�ZKLFK
UHTXLUHV�D�OLWWOH�PDWK��LV�WKDW�WKH�XQLW�ZLWK�WKH�JUHDWHVW�SHUFHQW�RI�LW¶V�VWUHQJWK�ER[HV�PDUNHG�RII�WDNHV�WKH�³��´
%ORZQ�&DYDOU\��,QIDQWU\�LQ�0DUFK�&ROXPQ�RU�6TXDUH�DWWDFNHG�E\�)RRW�¤�
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2QFH�FDYDOU\�DUH�EORZQ��WKHUH�LV�QRWKLQJ�SUHYHQWLQJ�WKHP�IURP�HQWHULQJ�FORVH�FRPEDW�±�EXW�LI�WKH\�GR�VR��WKH\
ILJKW�ZLWK�D�³��´�PRGLILHU��7KLV�PRGLILHU�DOVR�DSSOLHV�WR�DQ�LQIDQWU\�PDUFK�FROXPQ��LQIDQWU\�LQ�VTXDUH�LQ�FORVH
FRPEDW�ZLWK�RWKHU�IRRW�DQG�DOVR�WR�OLPEHUHG�DUWLOOHU\�
6WUXFN�LQ�)ODQN�¤�
�VHH�³SLQQLQJ´�DERYH�
8VXDOO\�WR�PDNH�D�IODQN�DWWDFN�ZRUN��WKH�XQLW�EHLQJ�VWUXFN�LQ�WKH�IODQN�KDV�WR�PRYH�ILUVW��,I�WKH�IODQN�DWWDFNHU
PRYHV�ILUVW�DQG�VWRSV��´�IURP�WKH�WDUJHW¶V�IODQN��WKHQ�WKH�WDUJHW�FDQ��LQ�LWV�PRYH��LI�LW�KDV�QRW�\HW�PRYHG���DWWHPSW
WR�ZKHHO�RU�PDUFK�DZD\��DVVXPHG�WR�KDYH�KDSSHQHG�VLPXOWDQHRXVO\���)ODQN�DWWDFNV�ZRUN�EHVW�ZKHQ�WKH�WDUJHW
XQLW�LV�DOVR�VWUXFN�IURQWDOO\�$1'�LQ�WKH�IODQN�E\�DQRWKHU�XQLW�DW�WKH�VDPH�WLPH��7R�FRXQW�DV�D�IODQN�DWWDFN��WKH
IODQNLQJ�XQLW�PXVW�KDYH�VWUDGGOH�WKH�WDUJHW¶V�IODQN�OLQHV�DW�WKH�EHJLQQLQJ�RI�WKH�DWWDFNHU¶V�PRYHPHQW�SKDVH��7KH
WDUJHW�ILJKWV�LWV�FRPEDW�ZLWK�WKH�IURQWDO�XQLW�±�EXW�UHFHLYHV�WKH�³��´�PRGLILHU�IRU�DOVR�EHLQJ�VWUXFN�LQ�WKH�IODQN�
,I�D�WDUJHW�LV�VWUXFN�³RQO\´�LQ�WKH�IODQN��LW�FRXQWV�DOO�RI�VWDQGV�LQ�LWV�XQLW��DV�LI�LW�ZHUH�ILJKWLQJ�QRUPDOO\�WR�WKH�IURQW�
EXW�VXIIHUV�WKH�³��´�IODQN�PRGLILHU���$Q\�UHWUHDW�PRYHPHQW��LI�LW�ORVHV��LV�PDGH�DV�LI�LW�ZHUH�IDFLQJ�WKH�DWWDFNHU�LQ
OLQH�±�L�H��LW�PRYHV�LW�LV�SXVKHG�EDFN��LW�LV�SXVKHG�EDFN�LQ�D�OLQH�IDFLQJ�LWV�DWWDFNHU�
6WUXFN�LQ�5HDU�¤�
�VHH�³SLQQLQJ´�DERYH�
7KLV�LV�FDOFXODWHG�DV�DERYH��IODQN�DWWDFNV��H[FHSW�WKDW�WKH�UHDU�DWWDFNHU�PXVW�KDYH�VWDUWHG�WKH�PRYH�IURP
FRPSOHWH�EHKLQG�WKH�WDUJHWV�IURQW�IODQN�OLQH�DW�WKH�VWDUW�RI�LWV�PRYH�
6HYHULW\�RI�'HIHDW��7KH�OLVWHG�UHVXOWV�RQ�WKH�6HYHULW\�RI�'HIHDW�FKDUW�DUH�WKH�ILQDO�GLVSRVLWLRQV�RI�WKH�XQLWV�
'LVRUGHUHG�DQG�6KDNHQ�UHVXOWV�IURP�FORVH�FRPEDW�DUH�QRW FXPXODWLYH�ZLWK�H[LVWLQJ�GLVRUGHUV��7KDW�RQO\�DSSOLHV
WR�WKH�PXVNHWU\�SKDVH��'HVWUR\HG�XQLWV�DUH�UHPRYHG�IURP�SOD\�
%ORZQ�&DYDOU\� 5HJDUGOHVV�RI�UHVXOW��DIWHU�FORVH�FRPEDW��&DYDOU\�DUH�$/:$<6�DW�OHDVW�EORZQ�±�HYHQ�LI
YLFWRULRXV��LI�WKH\�KDYH�WKH�RSWLRQ�WR�SXUVXH�±�WKLV�LV�QRW�DSSOLHG�XQWLO�DIWHU�WKH�SXUVXLW�PRYH��&DYDOU\�PD\�EH
EORZQ�DQG�GLVRUGHUHG�RU�VKDNHQ�
&DYDOU\�3XUVXLW��&DYDOU\�WKDW�DUH�YLFWRULRXV�LQ�FORVH�FRPEDW�PD\�³SXUVXH´�XQOHVV�WKH�UHVXOW�VWDWHV�³QR�SXUVXLW´�
3XUVXLW�LV�WKH�DFW�RI�ULGLQJ�GRZQ�DQG�SXUVXLQJ�WKRVH�WURRSV�WKDW�WKH\�KDYH�MXVW�EHDWHQ��7KH�SXUVXLW�PRYH�LV�DQ��´
PRYHPHQW�LQ�WKH�GLUHFWLRQ�RI�WKHLU�IDFLQJ��1R�ZKHHOV�DUH�SHUPLWWHG��7KH��´�PRYHPHQW�LV�UHGXFHG�E\�DQ\�WHUUDLQ
UHVWULFWLRQV�WKDW�DSSO\��7KH\�LPPHGLDWHO\�FRQGXFW�D�FORVH�FRPEDW�URXQG�ZLWK�DQ\�HQHP\�XQLW�WKDW�WKH\�FRPH
ZLWKLQ��´�RI�GXULQJ�WKH�SXUVXLW��7KH�WDUJHW�RI�WKH�EUHDNWKURXJK�LVVXHV�QR�ILULQJ�±�EXW�LPPHGLDWHO\�FRQGXFWV�WKH
FORVH�FRPEDW��
,I�WKH�SXUVXHUV�VXFFHVVIXOO\�GHIHDW�WKH��QG XQLW��DQRWKHU�EUHDNWKURXJK�LV�QRW�SHUPLWWHG��7KH�SXUVXHUV�UHPDLQ�DW
WKH�ORFDWLRQ�RI�WKHLU��QG FORVH�FRPEDW�±�RU�DW�D�ORFDWLRQ�RI�WKHLU�FKRLFH�EHWZHHQ�WKH�ILUVW�FORVH�FRPEDW�DQG�WKH
HQG�RI�WKHLU��´�SXUVXLW�PRYH��LI�QR��QG XQLW�ZDV�FRQWDFWHG��DQG�DUH�EORZQ�
&DYDOU\�5HFRYHU\��5HFDOO�� $IWHU�WKH�ILUVW�URXQG�RI�FORVH�FRPEDW��LQVWHDG�RI�D�SXUVXLW��RU�LI�SXUVXLW�ZDV�QRW
DOORZHG��WKH�FDYDOU\�YLFWRUV�LQ�FORVH�FRPEDW�PD\�VWD\�LQ�SODFH��EORZQ��RU�WKH\�PD\�ULGH�RII�XS�WR���´��DZD\�IURP
WKH�HQHP\��ZKHUH�WKH\�ZLOO�EH�EORZQ��7KLV�DOORZV�WKH�YLFWRULRXV�FDYDOU\�XQLW�WKH�FKRLFH�RI�ZKHUH�LW�UHFRYHU�IURP
EHLQJ�EORZQ�QH[W�WXUQ�
7URRSV�/HDYLQJ�WKH�7DEOH� ,I�DV�D�UHVXOW�RI�FORVH�FRPEDW��DQ\�SDUW�RI�D�XQLW�LV�IRUFHG�RII�WKH�WDEOH�±�WKH�HQWLUH
XQLW�LV�UHPRYHG�IURP�SOD\��7KLV�LV�DQ�DUELWUDU\�PHFKDQLF�WR�SURWHFW�PRGHOV�FORVH�WR�WKH�HGJH�RI�WKH�WDEOH�IRUP
GDPDJH�
&DYDOU\�'LYLVLRQ�3XUVXLW� ,I�WKH�WDUJHW�RI�D�FDYDOU\�GLYLVLRQ¶V�RUGHUV�KDV�EHHQ�URXWHG�RU�EHFRPH�VSHQW��KDG�DOO
LWV�VWUHQJWK�ER[HV�UHPRYHG���WKH�HQWLUH�FDYDOU\�GLYLVLRQ�PD\�SXUVXH�WKH�EHDWHQ�IRH�RII�WDEOH��7KH�FRPPDQGHU
FDQ�WU\�WR�KDOW�SXUVXHUV�E\�UROOLQJ�IRU�HDFK�XQLW�RQ�WKH�UDOO\�WDEOH��$Q\�XQLW�WKDW�SDVVHV�GRHV�QRW�SXUVXH�RII�WDEOH�
5RXWHG�8QLWV��3UHYLRXVO\�URXWHG�XQLWV�WKDW�ILQG�WKHPVHOYHV�LQ�FORVH�FRPEDW�DUH�GLVSHUVHG�DQG�UHPRYHG�IURP
WKH�JDPH��8QLWV�WKDW�DUH�URXWHG�LQ�WKLV�FORVH�FRPEDW�SKDVH�DUH�PRYHG�D�IXOO�PRYH���'��LQFKHV�
72:1�$66$8/76
7KLV�LV�D�VSHFLDO�VXEVHFWLRQ�RI�FORVH�FRPEDW��7KLV�VHFWLRQ�LV�XVHG�ZKHQ�ODUJH�IRUWLILHG�YLOODJHV�DUH�D�GRPLQDQW
IHDWXUH�RI�WKH�EDWWOHILHOG��VXFK�DV�DW�%OHQKHLP�DQG�5DPLOOLHV�
'XULQJ�WKH�FORVH�FRPEDW�SKDVH��XQLWV�WKDW�DUH�FRRUGLQDWLQJ�DQ�DWWDFN�DJDLQVW�D�GLVFUHHW�IRUWLILHG�YLOODJH�RU�WRZQ
GR�QRW�KDYH�WR�FDOFXODWH�WKH�FRPEDW�RQ�D�XQLW�E\�XQLW�EDVLV��EXW�FDQ�GHWHUPLQH�DV�D�ZKROH��LI�WKH�DWWDFNHUV�ZHUH
UHSXOVHG��FRQWHVWLQJ�WKH�WRZQ�RI�LI�WKH\�GULYH�RXW�WKH�GHIHQGHUV�



��

7KH�IXOO�UXOHV�DUH�JLYHQ�RQ�WKH�7RZQ�$VVDXOW�VHFWLRQ�ODWHU�
�� &200$1'�3+$6(
:ULWH�1HZ�2UGHUV� $UP\�FRPPDQGHUV�FDQ�ZULWH�QHZ�RUGHUV�IRU�WKHLU�GLYLVLRQ�FRPPDQGHUV��7KHVH�VKRXOG
FRQVLVW�RI�D�VLPSOH�DUURZ�RQ�WKH�RUGHUV�PDSV��ZLWK�WKH�QDPH�RI�WKH�RUGHU�RQ�LW��7KH�RUGHU��RQFH�ZULWWHQ�LV�SODFHG
XQGHU�DQ�$'&�PRGHO�UHDG\�WR�EH�GLVSDWFKHG�GXULQJ�WKH�IROORZLQJ�PRYHPHQW�SKDVH��QH[W�WXUQ���3OD\HU
&RPPDQGHUV�ZKRVH�ILJXUHV�DUH�DGMDFHQW�WR�DQ�DOOLHG�$UP\�FRPPDQGHU¶V�ILJXUH�PD\�IUHHO\�GLVFXVV�WKH�EDWWOH
ZLWK�KLV�FROOHDJXH�
$Q\�FRPPDQGHU�ZKRVH�ILJXUH�LV�WRXFKLQJ�D�VXERUGLQDWH�FRPPDQGHU¶V�ILJXUH�PD\�KDQG�DQ�RUGHU�GLUHFWO\�WR�WKDW
FRPPDQGHU��7KH�UHFLSLHQW�FRPPDQGHU�PD\�LPPHGLDWHO\�UHDG�WKH�RUGHU��SULRU�WR�ZULWLQJ�KLV�RZQ�RUGHUV���LI�KH
KDV�VXERUGLQDWH�FRPPDQGHUV��DQG�UHDFW�LQ�WKH�PRYHPHQW�SKDVH�RI�WKH�IROORZLQJ�WXUQ��7KLV�LV�WKH�RQO\�WLPH�WKDW
DQ�RUGHU�FDQ�EH�UHDG�DQG�UHDFWHG�WR�RXWVLGH�RI�WKH�IROORZLQJ�³UHDG�RUGHUV�UHFHLYHG´�SKDVH�
5HDG�2UGHUV�5HFHLYHG��$Q\�RUGHU�WKDW�ZDV�UHFHLYHG�GXULQJ�WKH�SUHYLRXV�PRYHPHQW�SKDVH��WKLV�WXUQ��PD\�QRZ
EH�UHDG��EXW�RQO\�DIWHU�ZULWLQJ�QHZ�RUGHUV�LQ�WKH�SUHYLRXV�VWHS�
$�JHQHUDO�PD\�ILQG�KLPVHOI�LQ�WKH�SRVLWLRQ�RI�ZLVKLQJ�WR�FRXQWHUPDQG�DQ�RUGHU�MXVW�ZULWWHQ�LQ�WKH�SUHYLRXV�VWHS
�EXW�QRW�\HW�VHQW��±�DQG�KH�PD\�FDQFHO�WKDW�RUGHU�±�EXW�PD\�QRW�UHSODFH�LW�ZLWK�D�QHZ�RUGHU�XQWLO�WKH�IROORZLQJ
WXUQ�
5DOO\LQJ�8QLWV�
'LVRUGHUHG� 'LVRUGHUHG�WURRSV�PXVW�SDVV�D�UROO�RQ�WKH�5DOO\�WDEOH�WR�UHWXUQ�WR�³VWHDG\´�VWDWH��7KLV�LV�D�VLPSOH�UROO
RQ�D��'��ZLWK�QR�PRGLILHUV��7KHUH�LV�QR�SHQDOW\�IRU�IDLOLQJ�H[FHSW�WKDW�WKH�XQLW�VWD\V�GLVRUGHUHG�
6KDNHQ� 6KDNHQ�XQLWV�PXVW�SDVV�D�UROO�DV�DERYH��,I�WKH\�SDVV��WKH\�EHFRPH�GLVRUGHUHG�DQG�PD\�PDNH�QR�PRUH
WHVWV�WKLV�WXUQ��7KHUH�LV�QR�SHQDOW\�IRU�IDLOLQJ�H[FHSW�WKDW�WKH�XQLW�VWD\V�VKDNHQ�
5RXWHG� 5RXWHG�XQLWV�PXVW�SDVV�D�UROO�DV�DERYH��,I�WKH\�SDVV��WKH\�DUH�WXUQHG�WR�IDFH�WKH�HQHP\�DQG�EHFRPH
VKDNHQ´��,I�WKH\�IDLO��WKH\�LPPHGLDWHO\�PRYH�D�IXOO�PRYH���'�´��,I�WKH�URXW�KDSSHQHG�7+,6�WXUQ�DQG�WKH\�IDLO�WR
UDOO\��WKH\�ZLOO�KDYH�URXW�PRYHG�WZLFH�WKLV�WXUQ��,Q�VXEVHTXHQW�WXUQV��URXWHUV�GR�QRW�PRYH�LQ�WKH�PRYHPHQW
SKDVH��EXW�LQ�WKH�UDOO\�SKDVH�LI�WKH\�IDLO�WR�UDOO\��7KLV�UHSUHVHQWV�ORVV�RI�FRQWURO�RI�URXWHG�XQWLV�
%ORZQ�&DYDOU\��$Q\�EORZQ�FDYDOU\�WKDW�GLG�QRW�PRYH�WKLV�WXUQ�±�L�H��±�WKH\�VSHQW�WKH�:+2/(�RI�WKLV�WXUQ�VLWWLQJ
DQG�GRLQJ�QRWKLQJ�PD\�UHFRYHU�IURP�EHLQJ�EORZQ��7R�GR�WKLV��WKH�FDYDOU\�PD\�QRW�EH�VKDNHQ��7KH\�FDQ�EH
GLVRUGHUHG�±�EXW�WKH\�PXVW�KDYH�UHFRYHUHG�IURP�EHLQJ�VKDNHQ�ILUVW��7KH\�PD\�WHVW�WR�UHFRYHU�IURP�VKDNHQ�7+,6
WXUQ�LQ�WKH�SUHYLRXV�VWHS�±�DQG�LI�SDVV�PD\�UHPRYH�WKHLU�EORZQ�ODUNHU�LQ�WKLV��WKH�VDPH�WXUQ��7KHUH�LV�QRW�WHVW�WR
UHFRYHU�IURP�EORZQ�
&KHFN�'LYLVLRQ�0RUDOH� ,I�D�GLYLVLRQ�KDV�UHDFKHG�D�WHVW�SRLQW�RQ�WKH�FRPPDQG¶V�XQLW�FDUG��LW�PXVW�WHVW�WR
GHWHUPLQH�LI�LW�ZLOO�FRQWLQXH�WR�IROORZ�LWV�RUGHUV���7KH�WHVW�LV�D�VLPSOH��'��UROO�ZLWK�QR�PRGLILHUV�DQG�WKH�UHVXOWV�RQ
WKH�&RPPDQG�0RUDOH�7HVW�FKDUW�DUH�IROORZHG��6RPH�VSHFLILF�VFHQDULRV�PD\�LQWURGXFH�PRGLILHUV�IRU�WKLV�WHVW�
&KHFN�$UP\�0RUDOH� 7KH�SRLQW�DW�ZKLFK�DQ�DUP\�ZLOO�EUHDN�LV�GHWHUPLQHG�E\�WKH�VFHQDULR��$W�WKLV�SRLQW��WKH
SOD\HUV�VKRXOG�GHWHUPLQH�LI�WKH�VFHQDULR¶V�HQG�FRQGLWLRQV�KDYH�EHHQ�PHW�±�DQG�LI�QRW��DQRWKHU�WXUQ�VKRXOG�EH
SOD\HG�

237,21$/�58/(6
6SHQW�8QLWV��8QLWV�ZKLFK�KDYH�DOO�RI�WKHLU�VWUHQJWK�ER[HV�PDUNHG�RII�DUH�QRW�GHVWUR\HG��EXW�VSHQW���³'HVWUR\HG´
XQLWV�LQ�FORVH�FRPEDW�DUH�VWLOO�GHVWUR\HG�DQG�DUH�UHPRYHG�DV�EHIRUH�DV�WKH�³GHVWUR\HG´�UHVXOW�PHDQV�WKDW�WKH\
KDYH�DFWXDOO\�WDNHQ�FDWDVWURSKLF�FDVXDOWLHV�
6SHQW�XQLWV�VWD\�RQ�WDEOH�
7KH\�QR�ORQJHU�DFFHSW�DWWDFN�RUGHUV��&XUUHQW�RUGHUV�UHYHUW�WR�'HIHQG
7KH\�PD\�QRW�LVVXH�ILUH
,I�HQJDJHG�LQ�FORVH�FRPEDW��WKH\�ILJKW�ZLWK�D�³±��´�PRGLILHUV�
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$�GLYLVLRQ�ZLWK�QRW�FRPPDQG�WHVW�ER[HV�OHIW�PXVW�FRQWLQXH�WR�UROH�D�³&RPPDQG�0RUDOH�7HVW´�HDFK�WXUQ�WKDW�RQH
RI�LW¶V�XQLWV�ZRXOG�KDYH�WDNHQ�DQRWKHU�ORVV��EXW�IRU�LW�KDYLQJ�QR�VWUHQJWK�ER[HV�OHIW�
$OWHUQDWH��'��IRU�&ORVH�&RPEDW��8VH��'��IRU�FORVH�FRPEDW�LQ�SODFH�RI�D�'����7KLV�ZLOO�JLYH�PRUH�³DYHUDJH�³
UHVXOWV��EXW�UHPRYHV�VRPH�RI�WKH�VZLQJV�RI�IRUWXQH�WKDW�FDQ�EH�VR�HQWHUWDLQLQJ�
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)LUH�)LJKW�([DPSOH

,Q�WKLV�H[DPSOH��)UDQFR�%DYDULDQ���UDQN�EDWWDOLRQV������9HWHUDQ�±�� VWUHQJWK�ER[HV��DGYDQFHG�RQ�+DQRYHULDQ���
UDQN�EDWWDOLRQV�$�)��9HWHUDQ���VWUHQJWK�ER[HV��ZLWK�D�UHJLPHQWDO�DUWLOOHU\�EDWWHU\�*�LQ�VXSSRUW��3ULRU�WR�WKH
)UDQFR�%DYDULDQ�PRYHPHQW��³*´�ILUHG�DW�³�´�FDXVLQJ�LW�WR�EH�GLVRUGHUHG��1RZ�����DGYDQFHV�WR�WKH�FXUUHQW
SRVLWLRQ�DQG�WKH�IURQW�OLQHV�DUH��´�DSDUW�

,Q�WKH�PXVNHWU\�SKDVH��WDUJHWV�DUH�GHWHUPLQHG�IRU�HDFK�ILUHU�
³�´�ILUHV�DW�³$´
³�´�KDV�WZR�XQLWV�HTXDOO\�LQ�LWV�ILUH�]RQH��DQG�PXVW�FKRVH�RQH�DV�D�SULPDU\�WDUJHW�±�LW�VHOHFWV�³$¶��ZLWK�³%´�DV�D
VHFRQGDU\�WDUJHW�
³�´�ILUHV�DW�³%´
³�´�ILUHV�DW�³&´
³�´�ILUHV�DW�³*´�ZLWK�³&´�DV�D�VHFRQGDU\�WDUJHW�
8QLW���ILUHV�DW�$��'5����)LUVW�)LUH�������VWDQG�XQLW���� ��� ���KLWV�DQG�WDUJHW�¦$§�LV�DOVR�GLVRUGHUHG
8QLW���ILUHV�DW�$��'5����)LUVW�)LUH�������VWDQG�XQLW���� ��� ���KLW�DQG�WDUJHW�¦$§�LV�DOVR�GLVRUGHUHG�DJDLQ��EXW�DV�LW
ZDV�DOUHDG\�GLVRUGHUHG�¤�WKLV�DFFXPXODWHV�WR�D�VKDNHQ�
8QLW���ILUHV�RQ�WDUJHW�¦%§�DV�D�VHFRQGDU\�WDUJHW��'5����)LUVW�)LUH�¤�����VWDQG�XQLW���� ����)RU�D�VHFRQGDU\�WDUJHW�
D�¦NLOO§�UHVXOW�PXVW�EH�UROOHG�ZKLFK�LQIOLFWV�D�GLVRUGHU��VR�¦%§�UHFHLYHV�D�GLVRUGHU�
8QLW���ILUHV�DW�%��'5����)LUVW�)LUH�¤�����VWDQG�XQLW���� ��� �GLVRUGHU�¤�EXW�DV�¦%§�LV�DOUHDG\�GLVRUGHUHG��WKLV
EHFRPHV�D�VKDNHQ�
8QLW���ILUHV�DW�&��'5����)LUVW�)LUH�¤�����VWDQG�XQLW���� ��� �PLVV�
8QLW���ILUHV�DW�*��'5����)LUVW�)LUH�¤�����VWDQG�XQLW����WDUJHW�DUWLOOHU\���� ��� �PLVV
8QLW���ILUHV�RQ�¦&§�DV�D�VHFRQGDU\�WDUJHW��'5����)LUVW�)LUH�¤�����VWDQG�XQLW�����WDUJHW�OHVV�WKDQ�����LQ�DUF���� ��
 �NLO�ZKLFK�EHFRPHV�D�¦GLVRUGHUHG§�UHVXOW�GXH�WR�EHLQJ�VHFRQGDU\�WDUJHW��7DUJHW�¦&§�LV�GLVRUGHUHG�
7KH�+DQRYHULDQV�UHWXUQ�ILUH�
$�ILUHV�RQ����'5����)LUVW�)LUH�¤�� ��� �KLW�DQG�WDUJHW�¦�§�WDNHV�D�GLVRUGHUHG�
$�ILUHV�RQ�� DV�D�VHFRQGDU\�WDUJHW��'5����)LVW�ILUH�¤�� ��� �KLW�ZKLFK�EHFRPHV�D�GLVRUGHUHG�IRU�VHFRQGDU\�WDUJHW�
%�ILUHV�RQ����'5����)LUVW�)LUH�¤�� ��� ���KLWV�DQG�¦�§�LV�DOVR�GLVRUGHUHG�
%�ILUHV�RQ�� DV�D�VHFRQGDU\�WDUJHW��'5����)LUVW�)LUH�¤�������DUF���� ��� �KLW��ZKLFK�EHFRPHV�D�¦GLVRUGHUHG�GXH
WR�VHFRQGDU\�ILUH��ZKLFK�DV���LV�DOUHDG\�GLVRUGHUHG��WKLV�EHFRPHV�D�VKDNH��8QLW���LV�VKDNHQ�
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&�ILUHV�RQ����'5����)LUVW�)LUH�¤�� ��� ���KLWV�DQG�WDUJHW�GLVRUGHUHG�
&�ILUHV�RQ���DV�D�VHFRQGDU\�WDUJHW��'5����)LUVW�ILUH�¤�������DUF���� ��� �KLW� �GLVRUGHUHG�IRU�VHFRQGDU\�WDUJHW�
$V�¦�§�ZDV�DOUHDG\�GLVRUGHUHG�IURP�DUWLOOHU\�ILUH�DW�WKH�EHJLQQLQJ�RI�WKH�WXUQ��LW�LV�QRZ�VKDNHQ�
7KHUH�LV�QR�FORVH�FRPEDW�LQ�WKLV�WXUQ�DV�XQLWV�DUH�DOO�PRUH�WKDQ��´�DZD\�IURP�HDFK�RWKHU�
,Q�WKH�5DOO\�SKDVH��XQLWV�WU\�WR�UHFRYHU��7KH\�DUH�DOO�9HWHUDQ�DQG�QHHG�WR�UROO�D���RU�OHVV�WR�UHFRYHU�RQ��'�
8QLW���LV�GLVRUGHUHG��UROOV���DQG�EHFRPH�VWHDG\��EXW�ZLWK���SHUPDQHQW�KLW
8QLW���LV�VKDNHQ��UROOV���DQG�EHFRPHV�GLVRUGHUHG
8QLW���LV�GLVRUGHUHG��UROOV���DQG�VWD\V�GLVRUGHUHG�DQG�DOVR�KDV���SHUPDQHQW�KLWV�
8QLW���LV�GLVRUGHUHG��UROOV���DQG�EHFRPHV�VWHDG\��EXW�KDV���SHUPDQHQW�KLWV�
8QLW���LV�VKDNHQ��UROOV�D���DQG�VWD\V�VKDNHQ�
8QLW�$�LV�VKDNHQ��UROOV�����VWD\V�VKDNHQ�DQG�KDV���SHUPDQHQW�KLWV�
8QLW�%�LV�VKDNHQ��UROOV����DQG�VWD\V�VKDNHQ�
8QLW�&�LV�GLVRUGHUHG��UROOV���DQG�EHFRPHV�VWHDG\�

7KH�1H[W�7XUQ
$UWLOOHU\�%DWWHU\�*�ILUHV�DJDLQ�DW�XQLW�³�´��$W�VKRUW�UDQJH��'5����6KRUW�5DQJH���� ��� �KLW�DQG�DQRWKHU�GLVRUGHU�RQ
���ZKLFK�DV�LW�LV�DOUHDG\�VKDNHQ��EHFRPHV�DQRWKHU�KLW��VR�³�´�JHWV���KLWV�DQG�VWD\V�VKDNHQ�
0XFK�RI�WKH�)UDQFR�%DYDULDQ�IURQW�OLQH�LV�LQ�EDG�VKDSH��ZLWK���RXW�RI�ILYH�XQLWV�KDYLQJ�UHFHLYHG���RXW�RI��
VWUHQJWK�ER[�KLWV��%RWK�VLGHV�DUH�KRSLQJ�IRU�WKH�LQLWLDWLYH��DV�ZKR�HYHU�JHWV�LW�ZLOO�EH�DEOH�WR�H[HFXWH�D�SDVVDJH�RI
OLQHV��LQWHUSHQHWUDWLQJ�WKH�IURQW�OLQH�ZLWK�WKH�UHDU��EULQJLQJ�IUHVK�XQLWV�WR�FORVH�UDQJH�
7KH�)UDQFR�%DYDULDQ�VLGH�DFKLHYHV�WKH�LQLWLDWLYH��DQG�GR�MXVW�WKDW��EULQJLQJ�WKHLU��QG OLQH�XS�WKURXJK�WKHLU�ILUVW�
:KLOH�DW�ILUVW��WKLV�PLJKW�QRW�VHHP�OLNH�WKH�EHVW�SODFH�IRU�WKH�)UDQFR�%DYDULDQ�IURQW�OLQH��EHFDXVH�WKH�UHDU�OLQH�LV
ZLWKLQ��´�RI�WKH�ILUVW��DQG�LI�IRUFHG�EDFN�LQ�FORVH�FRPEDW��WKH�IURQW�OLQH�ZLOO�GLVRUGHU�WKH�UHDU��+RZHYHU��EHFDXVH
WKH�IURQW�OLQH�LV�QRZ���LQFKHV�IRUP�WKH�+DQRYHULDQ�OLQH��WKH�+DQRYHULDQ�OLQH�LV�SUHYHQWHG�IURP�FRQGXFWLQJ�D
SDVVDJH�RI�OLQHV��EHFDXVH�WKHUH�LV�QRW�URRP��DV�WKH\�PD\�QRW�FRPH�ZLWKLQ��´�RI�DQ�HQHP\¶V�XQLW¶V�IURQW�GXULQJ
PRYHPHQW�
7KH�+DQRYHULDQV�KDYH�WZR�RSWLRQV��7KH\�FDQ�VWD\�MXVW�ZKHUH�WKH\�DUH��RU�WKH\�FDQ�IDOO�EDFN�IURP�WKH�HQHP\�
ZKLFK�EHFDXVH�WKH\�DUH�ZLWKLQ��´�RI�WKHP��ZLOO�DXWRPDWLFDOO\�GLVRUGHU�WKH�IURQW�OLQH�DQG�OHDYH�WKH��QG OLQH�ZLWKLQ��´
RI�WKH�ILUVW��7KH�+DQRYHULDQ�FRPPDQGHU�GHFOLQHV�WKLV�RSWLRQ�DQG�GHFLGHV�WR�WDNH�WKH�FKDQFH�WKDW�KLV�VXSHULRU
ILUHSRZHU�ZLOO�RYHUZKHOP�WKH�QRZ�VPDOOHU�IURQW�OLQH�DQG�WKDW�LI�KH�SXVKHV�EDFN�WKH�)UDQFR�%DYDULDQV��KH�ZLOO�GR
HYHQ�PRUH�GDPDJH�EHFDXVH�RI�WKH�SUR[LPLW\�RI�WKHLU��QG OLQH�

��KLWV�6KDNHQ 6KDNHQ

��KLW GLVRUGHUHG ��KLWV�GLVRUGHUHG ��KLWV ��KLWV�6KDNHQ
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7XUQ���0XVNHWU\�3KDVH
¦�§�ILUHV�DW�¦$§�'5����))�������VWDQG�XQLW���� ��� �PLVV
¦�§�ILUHV�D�¦%§�'5����))�������VWDQG�XQLW���� ��� ���KLW�DQG�GLVRUGHU��ZKLFK�EHFRPHV���KLWV�VG�%�LV�DOUHDG\
VKDNHQ�
¦�§�ILUHV�DW�¦&§�DV�D�SULPDU\��'5���))�������VWDQG�XQLW���� ��� �KLW�DQG�GLVRUGHU��9HUVXV�¦%§�DV�D�VHFRQGDU\�
'5����))�������VWDQG�XQLW���������DUF���� ���� �PLVV�
¦�§�ILUH�DW�¦&§�DV�D�SULPDU\��'5���))�¤�����VWDQG�XQLW���� ��� �GLVRUGHU��9HUVXV�¦*§�DV�D�VHFRQGDU\�WDUJHW��'5���
))�����DUWLOOHU\���� ��� �KLW�DQG�GLVRUGHU�
¦$§�ILUHV�DW�¦�§��'5��� �PLVV
¦%§�ILUHV�DW�¦�§�DV�D�SULPDU\��'5����ILUHU�VKDNHQ���� ��� GLVRUGHU��9HUVXV�¦�§�DV�D�VHFRQGDU\��'5����ILUHU�VKDNHQ
��������DUF���� ���� �PLVV
¦&§�ILUHV�DW�¦�§�DV�D�SULPDU\��'5�� �KLW�DQG�GLVRUGHU��9HUVXV�¦�§�DV�D�VHFRQGDU\��'5��������DUF���� ��� �NLOO
ZKLFK�IRU�D�VHFRQGDU\�WDUJHW�EHFRPHV�D�GLVRUGHU�

$W�WKH�HQG�RI�WKH�PXVNHWU\�SKDVH�WKH�)UDQFR�%DYDULDQ�FRPPDQGHU��DV�WKH�VLGH�ZLWK�WKH�LQLWLDWLYH��LV�QRW�FHUWDLQ
RI�KLV�WURRSV�DQG�GHFOLQHV�WR�DGYDQFH�WR�FORVH�FRPEDW�UDQJH��+RZHYHU��WKH�RSWLRQ�QRZ�SDVVHV�WR�WKH
+DQRYHULDQ�FRPPDQGHU��ZKR�VWLOO�KDYLQJ�D�ODUJHO\�LQ�WDFW��QG OLQH�GHFLGHV�KH�KDV�D�JRRG�RSSRUWXQLW\�KHUH�±�VR
SXVKHV�KLV�IURQW�OLQH�XS��´�LQWR�FORVH�FRPEDW�UDQJH�
&ORVH�FRPEDW�LV�UHGXFHG�GRZQ�WR�VLQJOH�SDLULQJV�ZLWK�HDFK�XQLW�RQO\�UROOLQJ�RQH�WLPH�
³$´�ILJKWV�³�´��³%´�ILJKWV�³�´���¶V�HQG�VWDQG�SUHYHQWV���JHWWLQJ�DQ�RYHUODS�DQG�WKHUHIRUH���EHFRPHV�SDUW�RI��¶V
FRPEDW���³&´�ILJKWV�³�´�DQG�LV�VXSSRUWHG�E\�*��ZKLOH���LV�VXSSRUWHG�E\������JHWV�WR�ILJKW�QR�VHSDUDWH�FRPEDW�RI�LWV
RZQ�DQG�VKDUHV�WKH�IDWH�RI���DQG�RU���
+DG�WKH�)UDQFR�%DYDULDQV�DGYDQFHG��WKH�SDLULQJ�ZRXOG�EH�WKH�VDPH����	���ZRXOG�ERWK�FRQWDFW�&��EXW���KDV�WKH
PRVW�IURQWDJH�LQ�FRQWDFW�ZLWK�&�VR�WKLV�ZRXOG�EH�WKH�GLFLQJ�XQLW��DQG���ZRXOG�EH�VXSSRUW��7KH�)UDQFR�%DYDULDQV
ZRXOG�UDWKHU�EH�FRXQWLQJ���DV�LWV�FRKHVLRQ�LV�EHWWHU�DQG�LW�KDV�OHVV�FDVXDOWLHV�±�EXW�VXFK�LV�WKH�IDWH�RI�FRPEDW�
$�ILJKWV��
8QLW�$��'5�����IODQN�VXSSRUWHG��E\�%������5HDU�VXSSRUW��IURP�'��������VWDQG�RYHUODS�����6KDNHQ�����PRUH�KLWV
WKDQ�HQHP\����� ��
8QLW����'5�����IODQN�VXSSRUWHG��E\��������UHDU�VXSSRUW��IURP���RU������� ���
8QLW�³$´�ORVHV�E\���± LWV�UHVXOW�LV��.�EDFN�XS��´�VKDNHQ���6KDNHQ�DQG�GLVRUGHU�KLWV�IURP�FORVH�FRPEDW�'2�127
DFFXPXODWH�WR�D�NLOO��RQO\�WKRVH�IURP�ILULQJ�GR��VR�LW�QRZ�KDV�D�WRWDO�RI���KLWV��LV�VKDNHQ�DQG�LV�ZLWKGUDZQ��´�
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%�ILJKWV��
8QLW�%��'5���ERWK�IODQNV�VXSSRUWHG�����UHDU�VXSSRUW������WKHUH�LV�QR�RYHUODS��DV�%©V�H[WUD�EDVH�LV�QHJDWHG�E\�WKH
VXSSRUW�IURP�����PRUH�NLOOV�����VKDNHQ�¤�� ���
8QLW����'5���ERWK�IODQNV�VXSSRUWHG�����UHDU�VXSSRUW�����GLVRUGHUHG���� ��
8QLW����ORVHV�E\����,WV�UHVXOW�LV�EDFN�XS��´�VKDNHQ��8QLW���VKDUHV�WKH�UHVXOW��EXW�WKH\�VKDUH�WKH�NLOOV�EHWZHHQ
WKHP���	��HDFK�JHW���KLW��DQG�EDFN�XS���´�%RWK�DUH�VKDNHQ�
��	���EXUVW�WKURXJK�XQLWV������DQG���LQ�WKHLU�IOLJKW�WR�WKH�UHDU��ZKLFK�DV�WKH\�DUH�ZLWKLQ��´��DOO�WDNH�DQ�DGGLWLRQDO
GLVRUGHU���7KHVH�GLVRUGHUV�'2�127�DFFXPXODWH�WR�NLOOV��RQO\�WR�VKDNHQ�UHVXOWV��21/<�GLVRUGHUV�WKRVH�IURP
ILULQJ�DFFXPXODWH�WR�NLOOV��
&�ILJKWV��
1RWH���&�DQG���DUH�WKH�GLFLQJ�XQLWV��7KHUH�DUH�QR�RYHUODSV�KHUH�DV�WKHUH�DUH���EDVHV�RQ�HDFK�VLGH���[��DQG���[�
YHUVXV��F&����[*����ORVHV��*�ZLOO�EH�GHVWUR\HG�DV�DUWLOOHU\�LV�DOZD\V�GHVWUR\HG�LI�RQ�WKH�ORVLQJ�VLGH�
8QLW�&�'5���)ODQN�VXSSRUW�����IURP�%�DQG�*���5HDU�VXSSRUW�����IURP�)���GLVRUGHUHG����� ���
8QLW����'5���)ODQN�VXSSRUW�����IURP�����5HDU�VXSSRUW�����0RUH�KLWV������GLVRUGHUHG�¤�� ��
5HVXOWV�DUH���DQG�� WDNH���NLOOV��KLWV��DQG�EDFN�XS��´�VKDNHQ��7KH�WZR�KLWV�DUH�VKDUHG�EHWZHHQ���DQG����
�ZDV
DOUHDG\�IDOOLQJ�EDFN��DQG�� MRLQV�LW�DOVR�LQIOLFWLQJ�D�GLVRUGHU�RQ� ��

$�)ODQN�$WWDFN

2SSRUWXQLW\�)LUH�

,Q�WKLV�H[DPSOH��5HG�KDG�WKH�LQLWLDWLYH��8QLW���GHFLGHG
WR�PRYH�ILUVW��$W�WKH�VWDUW�RI�WKH�WXUQ��XQLW�&�ZDV�QRW
DVWULGH�XQLW��¶V�IODQN�OLQHV��8QLW���DGYDQFHV�WR��´�IURP
$�	�%��$W�WKH�EHJLQQLQJ�RI�%OXH¶V�PRYHPHQW�SKDVH�&
ZDV�DVWULGH��¶V�IODQN�OLQHV�DQG�PRYHV�LWVHOI��´�WR�WKH
IODQN�RI����,W�FDQ�PRYH�GLUHFWO\�WR��´�EHFDXVH�LW�LV
RXWVLGH�RI��¶V�IRUZDUG�ILULQJ�IDQ�DQG�LV�QRW�VXEMHFW�WR
ILULQJ�±�DQG�LQWHQGLQJ�WR�FORVH�FRPEDW�±�LW�PRYHV�WR��´�
$IWHU�ILULQJ��$�DQG�%�DUH�VWLOO�LQ�WKH�EDWWOH�DQG�DOVR
GHFLGH�WR�FORVH�IURP��´�WR��´�IRU�FORVH�FRPEDW�
��LV�DW�D�VHULRXV�GLVDGYDQWDJH��%OXH�FDQ�FKRVH�HLWKHU
$�RU�%��ZKLFK�HYHU�LV�LQ�WKH�EHWWHU�VKDSH��WR�GLFH�IRU
WKH�FORVH�FRPEDW��7KH�RWKHU�FRXQWV�IRU�RYHUODS��,I�%
ZHUH�WKH�GLFLQJ�XQLW��LW�ZRXOG�JHW�IODQN�VXSSRUW�IURP
ERWK�$�DQG�&�DV�SDUW�RI�&¶V�IODQN�VLGH�ZDV�ZLWKLQ��´�RI
SDUW�RI�%¶V�IODQN�VLGH����DOVR�JHWV�D�PLQXV���IRU�EHLQJ
VWUXFN�LQ�WKH�IODQN�
,I���ORVHV�±�LW�FDQQRW�IDOO�EDFN�DV�LW�ZLOO�FRQWDFW�&�VR
VXUUHQGHUV�LQVWHDG�±�LI�LW�LV�QRW�GHVWUR\HG�



��

$QRWKHU�)ODQN�$WWDFN�DQG�2SSRUWXQLW\�)LUH

,Q�WKLV�H[DPSOH��5HG�FDYDOU\�KDV�WKH�LQLWLDWLYH��5HG�&DYDOU\�ZDQWV�WR�FORVH�FRPEDW�ZLWK�%OXH�LQIDQWU\��+RZHYHU�
5HG�LV�MXVWLILDEO\�FRQFHUQHG�DERXW�%OXH¶V�ILUHSRZHU���%OXH�KDV�OHIW�LWVHOI�ZLWKRXW�IODQN�VXSSRUW�±�RU�LV�SHUKDSV�WKH
VROH�VXUYLYRU�RI�D�VSHQW�FRPPDQG��,Q�LW¶V�PRYHPHQW�SKDVH��%OXH�GHFLGHV�QRW�WR�IRUP�VTXDUH��DV�LW�LI�GRHV��LW�PXVW
WDNH�D�PRUDOH�WHVW�DV�5HG�LV�FDYDOU\�ZLWKLQ��´�RI�LW�DQG�LI�LW�IDLOV�LW�ZRXOG�EHFRPH�VKDNHQ�
5HG�PRYHV�IRUZDUG�RXW�RI�%OXH¶V�ILUH�]RQH�DQG�ZKHHOV�DURXQG�WR�EOXH¶V�IODQN��%OXH�ILUHV�RQ�5HG�DV�DQ
RSSRUWXQLW\�ILUH�±�ZKLFK�PHDQV�LW�ILUHV�DV�LI�LW�ZHUH�D�VHFRQGDU\�WDUJHW��,W�PXVW�VFRUH�D�³NLOO´�WR�JHW�D�GLVRUGHU
UHVXOW�RQ�5HG�
:KHQ�5HG�FRQGXFWV�LW¶V�FORVH�FRPEDW��WKLV�LV�127�D�IODQN�DWWDFN��%OXH�JHWV�WR�ILJKW�DOO�WKUHH�VWDQGV��JHWWLQJ�D���
IRU���VWDQG�RYHUODS��DJDLQVW�5HG��5HG¶V�DGYDQWDJH�LV�WKDW�LW�ZDVQ¶W�GHVWUR\HG�E\�%OXH¶V�PXVNHWU\�YROOH\�LQ�WKH
ILUH�SKDVH�
,I�WKLV�ZHUH D�IODQN�DWWDFN��EHFDXVH�IRU�H[DPSOH�5HG�FDPH�IURP�WKH�IODQN�DQG�VWDUWHG�DFURVV�%OXH¶V�IODQN�OLQH��
WKHQ�%OXH�ZRXOG�VWLOO�ILJKW�ZLWK�WKUHH�VWDQGV�WR�5HG¶V�WZR��EXW�ZRXOG�JHW�D�����IRU�EHLQJ�VWUXFN�LQ�WKH�IODQN�
+DG�%OXH�JDLQHG�WKH�LQLWLDWLYH�DQG�VR�ORQJ�DV�5HG�ZDV�QRW�6KRFN�&DYDOU\��LW¶V�EHVW�RSWLRQ�ZRXOG�KDYH�EHHQ�WR
DGYDQFH�WR�ZLWKLQ��´�RI�5HG��,Q�5HG¶V�WXUQ��LW�ZRXOG�QRW�KDYH�EHHQ�DEOH�WR�ZKHHO�DFURVV�WKH�IURQW�RI�%OXH��LQ�DQ
DWWHPSW�WR�WU\�WKH�DERYH�QRWHG�PDQHXYHU��DV�LW¶V�ZKHHO�ZRXOG�KDYH�WDNHQ�LW�FORVH�WKDQ��´�IURP�WKH�IURQW�RI�WKH
HQHP\�±�ZKLFK�LV�QRW�SHUPLWWHG�GXULQJ�QRUPDO�PRYHPHQW��5HG¶V�RSWLRQ�ZRXOG�KDYH�EHHQ�WR�H[FKDQJH�ILUH�DQG
KRSH�WR�VXUYLYH�XQWLO�FORVH�FRPEDW�±�ZKHUH�LW�ZRXOG�KDYH�D�VOLJKW�HGJH��RU�WR�DERXW�IDFH�DQG�ULGH�RII��HYDGH��DQG
SHUKDSV�UHFHLYLQJ�VRPH�ILUH��ZKLFK�ZRXOG�EH�RSSRUWXQLW\�ILUH�LI�LW�PDQDJHG�WR�FOHDU�%OXH¶V�ILUH�]RQH��
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7RZQ�DQG�9LOODJH�$VVDXOWV� 7KH�IROORZLQJ�FKDUW�LV�XVHG�WR�GHWHUPLQH�WKH�RXWFRPH�RI�DVVDXOWV�DJDLQVW�WRZQV
DQG�YLOODJHV��VXFK�DV�ZHUH�RQ�WKH�ILHOGV�RI�%OHQKHLP�DQG�5DPLOOLHV�

72:1�$1'�9,//$*(�$66$8/76
'HIHQGHU
V�6WUHQJWK�%R[HV�

&RXQW�DOO�RI�WKH�HQJDJHG�IURQW�UDQN�EDWWDOLRQV
�VWUHQJWK�ER[HV��
3OXV�KDOI�RI�DOO RWKHU�EDWWDOLRQV
�VWUHQJWK�ER[HV�LQ�WKH�WRZQ�WKDW�DUH�QRW�HQJDJHG�LQ�D�IURQW

UDQN�HOVHZKHUH�
0RGLILHUV�

���IRU�HDFK��&UDFN��RU��(OLWH��%DWWDOLRQ�RU�'HSOR\HG�%DWWHU\�HQJDJHG�LQ�WKH�IURQW�UDQN
���IRU�HDFK�EDWWDOLRQ�LQ�IURQW�UDQN�EDWWDOLRQ�WKDW�LV�GLVRUGHUHG�RU�VKDNHQ�
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3URFHGXUH���$WWDFNLQJ�D�'HIHQGHG�6LGH�RI�WKH�7RZQ�
�� 'XULQJ�WKH�&ORVH�5DQJH�&RPEDW�3KDVH WKH�DWWDFNHU�PRYHV�XS�DOO�EDWWDOLRQV�WKDW�ZLOO�FRQGXFW�WKH�DVVDXOW�

7KH\�DUH�PRYHG�XS�WR�WKH�HGJH�RI�WKH�WRZQ�RU�EDUULFDGHV�LI�IRUWLILHG��7KH��QG OLQH��WR�DGG�ZHLJKW�WR�WKH
DVVDXOW��PXVW�EH�LPPHGLDWHO\�EHKLQG�WKH�ILUVW�OLQH��ZLWKLQ�������

�� 7KH�DWWDFNHU�FRXQWV�XS�DOO�WKH�VWUHQJWK�ER[HV�IRU�WKH�DVVDXOW
V�IURQW�OLQH��DQG�KDOI�RI�WKRVH�LQ�WKH��QG OLQH
�VXEVHTXHQW�OLQHV�GR�QRW�DGG�ZHLJKW��'HGXFW���IRU�HDFK�EDWWDOLRQ�LQ�WKH�IURQW�OLQH�WKDW�LV�GLVRUGHUHG�RU
VKDNHQ��$GG�RQH�IRU�HDFK�FUDFN�HOLWH�EDWWDOLRQ�$1'����IRU�HDFK�*UHQDGLHU�EDWWDOLRQ�HQJDJHG�LQ�WKH�IURQW
UDQN��

�� 'R�WKH�VDPH�IRU�WKH�GHIHQGHU���EXW�FRXQW�XS�DOO�VWUHQJWK�ER[HV�RI�WKH�IURQW�OLQH�IDFLQJ�WKH�DWWDFN��DQG�KDOI�RI
$OO�EDWWDOLRQV�LQ�WKH�WRZQ�WKDW�DUH�QRW�EHLQJ�FRXQWHG�DV�D�IURQW�UDQN�HOVHZKHUH� 'HGXFW���IRU�HDFK
EDWWDOLRQ�ILJKWLQJ�LQ�WKH�IURQW�UDQN�WKDW�LV�HLWKHU�GLVRUGHUHG�RU�VKDNHQ�DQG����IRU�HDFK�FUDFN�HOLWH�HQJDJHG�
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�� 7KH�DWWDFNHU�FURVV�UHIHUHQFHV�WKH�QXPEHUV�RQ�WKH�FKDUW���WKDW�LV�WKH�SHUFHQWDJH�WKDW�PXVW�EH�HTXDOHG�RU
OHVV�RQ�SHUFHQWLOH�GLFH�WR�VXFFHHG�LQ�WKH�DWWDFN�
x 7KH�$WWDFN�6XFFHHGV��GLHV�UROO�LV�HTXDO�RU�ORZHU���7KH�DWWDFNHU�WDNHV�D�GLVRUGHU�UHVXOW�IRU�HYHU\

EDWWDOLRQ�LQ�WKH�IURQW�OLQH��FXPXODWLYH�ZLWK�DQ\�H[LVWLQJ�GLVRUGHU�RU�VKDNHQ���7KH�GHIHQGHU�WDNHV�D�NLOO
DQG�D GLVRUGHU�IRU�HYHU\�EDWWDOLRQ�LQ�LWV�IURQW�OLQH��7KH�DWWDFNHU�DQG�GHIHQGHU�PD\�UHSODFH�XQLWV�LQ�WKH
IURQW�OLQH�WKDW�DUH�GHVWUR\HG��ZLWK�UHDU�XQLWV���WKLV�LV�D�IUHH�H[FKDQJH�GRQH�ZLWKRXW�FRVW�RU�SHQDOW\�LQ�WKH
PRYHPHQW�SKDVH�RI�WKH�QH[W�WXUQ�

x 7KH�$WWDFN�)DOWHUV��GLH�UROO�LV�KLJKHU�EXW�QRW�GRXEOH���7KH�DWWDFNHU�WDNHV�D�NLOO�DQG�D�GLVRUGHU�IRU
HYHU\�XQLW�LQ�WKH�IURQW�UDQN��7KH�GHIHQGHU�WDNHV�D�GLVRUGHU�IRU�HYHU\�XQLW�LQ�WKH�IURQW�UDQN��7KH�DWWDFNHU
LV�ORFNHG�LQ�FRPEDW�ZLWK�WKH�DWWDFNHU��)URQW�OLQHV�PD\�VWLOO�EH�H[FKDQJHG�QH[W�PRYHPHQW�SKDVH�

x 7KH�$WWDFN�LV�5HSXOVHG��GLH�UROO�LV�GRXEOH�RU�JUHDWHU���7KH�DWWDFNHU�WDNHV�D�NLOO�DQG�D GLVRUGHU�IRU�DOO
EDWWDOLRQV�LQ�WKH�IURQW�OLQH��DQG�D�GLVRUGHU�IRU�DOO�EDWWDOLRQV�LQ�WKH�VHFRQG�OLQH��7KH�HQWLUH�DWWDFN�LV�IRUFHG
EDFN�WKUHH�LQFKHV�IURP�WKH�WRZQ��7KH�GHIHQGHU�WDNHV�QR�SHQDOW\�

7DNLQJ�WKH�7RZQ�
7KH�DWWDFNHU�PXVW�JHW�WZR��$WWDFN�6XFFHHGV��UHVXOWV�ZLWKRXW�DQ��$WWDFN�5HSXOVHG��LQ�EHWZHHQ��7KH�DWWDFNHU
PD\�VXIIHU�DV�PDQ\��$WWDFN�)DOWHUV��UHVXOWV�DV�LW�FDQ�EHDU��VR�ORQJ�DV�LW�LV�QRW�UHSXOVHG�EHIRUH�JHWWLQJ�D�VHFRQG
VXFFHVV��7R�VKRZ�WKDW�DQ�DWWDFN�KDV�D�VXFFHVV��LW�LV�SODFHG�HLWKHU�RQ�WRS�RI�WKH�EDUULFDGHV�RU�MXVW�LQWR�WKH�HGJH
RI�WKH�WRZQ�
2Q�JHWWLQJ�D�VHFRQG�VXFFHVV��WKH�GHIHQGHUV�LQ�WKH�WRZQ�DUH�DOO�SXVKHG�RXW���LQ�WKH�VDPH�QXPEHU�RI�OLQHV�DV�WKH\
RFFXSLHG�LQ�WKH�WRZQ��DQG�DOO�UHFHLYH�D�GLVRUGHU�UHVXOW�
)5217�/,1(�%$77$/,216�0$<�127�5$//<���7+(<�0867�%(�(;&+$1*('�%<�5($5�81,76����QG $1'
68%6(48(17�/,1(6�0$<�5$//<�,1�7+(�5$//<�3+$6(��3$66$*(�2)�/,1(6�0$<�%(�&21'8&7('

)5((/<�,1�7+(�029(0(17�3+$6(�
)RU�WRZQV�RU�SRUWLRQV�RI�D�WRZQV�SHULPHWHU�ZLWKRXW�SUHSDUHG�GHIHQVHV���WKH�DWWDFNHU�PD\�FRXQW�DOO�VWUHQJWK
ER[HV�IRU�WKH��VW $1'��QG UDQN�RI�EDWWDOLRQV�WKDW�DUH�LQ�FRQWDFW�ZLWK�XQIRUWLILHG�VHFWLRQV�RI�WKH�WRZQ�

7KH�7RZQ�$VVDXOW�LV�UHFUHDWHG�RQ�D�4XLFN�5HIHUHQFH�6KHHW��456���7KLV�DQG�WKUHH�RWKHU�456¶V�VKRXOG
DFFRPSDQ\�WKLV�VHW�RI�UXOHV�
([DPSOH�RI�D�&RPPDQG�&DUG

,QIDQWU\�&HQWHU��0DUVKDOO�7DOODUG
0DUTXLV�GH�6W��3LHUUH
&RPPDQG�%UHDN�7HVW
����������������
�QG /LQH %HKLQG�FDYDOU\ �WK /LQH %HKLQG��UG OLQH
5REHTXH��:DOORRQ� 9HW����)����� 1LFH 9HW����)�����
'
$OEDUHW 9HW����)����� $JHQRLV 9HW����)�����
%DQGHYLOOH 9HW����)����� /DVVD\ 9HW����)�����

�UG /LQH�%HKLQG��QG OLQH $UWLOOHU\ +RFKVWHGW�URDG�DQG�OHIW
��$X[HUURLV 9HW����)����� /LJKW��OE�EDWWHU\ 9HW���
��$X[HUURLV 9HW����)����� /LJKW��OE�EDWWHU\ 9HW���
&KDEULOODQW 9HW����)����� +HDY\���OE�EDWWHU\ 9HW���
�WKHVH�WURRSV�DUH�IUHTXHQWO\�UHIHUUHG�WR�DV�5DZ�5HFUXLWV�LQ�KLVWRULFDO�WH[WV���EXW�JLYHQ�WKDW�WKH\�KH\

GLG�QRW�EUHDN���VWRRG�WKHLU�JURXQG�DQG�IRXJKW�WR�WKHLU�GHDWK�ZDUUDQWV�UDWLQJ�DV�9HWHUDQ�
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3OD\�7HVWHUV
*DU\�5KD\��+DUU\�%RQKDP��,DQ�&UR[DOO��3URI��-HII�*ODVFRH��-HII�GH�5HPHU��5DQG\�0LOHV��6WHSKHQ�:DONHU��7LP
%DUNRZVNL��:DUUHQ�%UXKQ

��������,DQ�&UR[DOO


	Blenheim 2004
	Wargaming the
	War of the Spanish Succession
	These rules were written specifically for playing very large battles of the War of the Spanish Succession, using units down to the battalion or squadron level.
	There are a number of very good tactical rules in existence for this period. However, all of those that we have tried do not become playable in a reasonable time for very large battles that typified this war.
	These rules are intended for these large games with multiple players. The rules are very simple. It takes far longer to read the rules than it does to learn them in a game and new players can pick them up very quickly.
	The rules began in an early form in 2000, but developed to the point where it was intended to game the Battle of Blenheim on a 36 feet by 6 feet table, with all of the battalions, squadrons and batteries. The rules were play tested over many games. Blenheim was tested in 12 foot sections, representing the flanks or center of the battle field, and eventually was played on a full sized table.
	Blenheim was played to conclusion in 5 hours with an historically plausible Franco-Bavarian victory. The rules have also been play-tested with historical battles such as Fort Rande (land action at Vigo Bay) 1702, Friedlingen 1702, Speyerbach 1703, Hochstedt (1st) 1703, Schellenberg 1704, Blenheim 1704, Elixem 1705 and Wynendale 1708.
	Various alternate history battle have been fought, such as Tallard attacking Eugene’s army just before Blenheim. Our gaming group also intends to fight Ramillies, Oudenard, the unfought Waterloo and the Grand Daddy of them all – Malpaquet all on their 300th year anniversary.
	All of those gamed thus far have resulted in historical, or historically plausible outcomes. GAME BASICS
	The Horse
	The Artillery
	Corps Commanders and Generals
	Aides and Orders Carriers
	Commands
	Battalions, with artillery support and Horse occasionally with foot or artillery support, are organized into “Commands”. A command typically consists of 8 to 20 battalions of foot or 10 to 40 squadrons of horse, with the middle of these ranges as being the most usual. Although the “division” or “corps” did not exist as a formal organizational unit, such groupings are referred to in period writings as Divisions, Corps, Columns or Wings. The highest formal organization at the time was the brigade, but these are not represented in the rules* as they typically operated in consort with other brigades in the informal Wing, or Corp, which is the basis for our “Commands”. As most gamers are familiar with the term “division”, which was a term in use – you will find the words “division(s)” and “command(s)” used interchangeably in these rules. Several divisions may be under the command of a Corps Commander. Corps and Wing may also be used interchangeably.
	Unit Sizes and Strength
	Unit Cards
	Strength Boxes
	Half of a unit’s strength boxes are recorded at the top of the unit card – grouped into ¼, 1/3 and finally ½. Each time a strength box is removed from a unit – it is also marked off at the top of the command card. As the command’s overall strength box loss completes each group (1/4, 1/3 or ½) a Command Break Test must be taken to determine if the command continues to follow its orders, or indeed to determine if it flees from the fight.
	Troop Types
	Shock Cavalry
	Cuirassiers
	Shock Foot
	Morale Class
	Veteran
	Elite

	Cohesion State

	Units can be in one of several states of cohesion. Units in any state other than steady are marked with a marker to indicate what state they are in.
	Steady
	Disordered


	PLAYING THE GAME
	Formations: Column, Line or Square

	3. THE MUSKETRY PHASE
	Infantry First Fire -2
	Infantry’s target is cavalry -1
	Firer is disordered or  Shaken +1/+2
	Three Stand Wide Unit +1
	Firers Mounted +1
	Firing at Artillery +1
	Target in Cover +1
	Target in Heavy Cover +3
	Target less than 50% in arc +2
	Two Stand Wide Unit  +2
	Artillery versus enemy in their fire arc +3
	TOWN ASSAULTS
	OPTIONAL RULES
	Fire Fight Example
	The Next Turn


	Turn 2 Musketry Phase
	A fights 6
	B fights 7
	C fights 9
	Unit C DR9. Flank support +2 (from B and G). Rear support +1 (from F), disordered  -1 = 11
	Another Flank Attack and Opportunity Fire

	Example of a Command Card
	Play Testers


