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STATE OF MICHIGAN 

IN THE CIRCUIT COURT FOR THE COUNTY OF WAYNE 

WAYNE COUNTY JAIL INMATES, et al, 
Case No. 71-173217-CZ 

Plaintiffs, 

-v-

WILLIAM LUCAS, et al, 

Defendants. 

Hon. Timothy M. Kenny 
Chief Judge 

OPINION AND ORDER 

At a session of said Court held in the Coleman A. 
Young Municipal Center, Detroit, Wayne County, 
Michigan 
on this: 

PRESENT: 
Chief Judge 

The Third Judicial Circuit Court of Michigan 

This civil matter is before the Court on an "Emergency Motion for Temporary 

Restraining Order and Preliminary Injunction" filed on May 28, 2020 by Plaintiffs, Wayne 

County Jail Inmates, et al. For the reasons stated below, the Court denies the motion. 

I. BACKGROUND 

The instant motion arises from Plaintiffs' allegation that there are health threatening 

conditions in the Wayne County Jail ("the Jail") as a result of the spread of the novel corona 

virus, COVID-19. Currently, there are approximately 800 detainees in the Jail. According to 

Plaintiffs, as of May 11, 2020, 25% or 171 of the 689 inmates then housed at the Jail were either 
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infected with the virus or had tested positive for antibodies, which means that they had 

previously been infected with the virus. Plaintiffs combine the number of those positive for 

COVID-19 with those who tested negative for the virus, but positive for the antibodies. The 

number of inmates testing positive for antibodies was significantly higher than the number of 

inmates testing positive for the COVID-19 virus. However, there is no way to precisely 

determine how many inmates with COVID-19 antibodies had been exposed prior to confinement 

in the Jail. In reality, the number of those who tested positive for the antibodies was significantly 

greater than the number who tested positive for active COVID-19. Moreover, those who are 

positive for the antibodies are not required to be quarantined. Plaintiffs also state that 206 

Sheriffs Office employees had tested positive for the virus and four employees had died. 

Plaintiffs argue that the Defendant, the County of Wayne ("the County- ) continues to 

confine detainees in a manner which fails to mitigate the spread of COVID-19. This includes: (I) 

detainment in cells with open steel grids or bars that allows the spread of aerosolized droplets 

containing COVID-19; (2) double-bunking; (3) limited access to hygiene products and cleaning 

supplies; (4) lack of quarantining of sick detainees; (5) insufficient personal protection 

equipment such as facemask; (6) lack of access to medical care; and (6) failure to confine 

detainees in areas allowing social distancing. 

In response, the Defendants argue that County officials engaged in extensive efforts to 

reduce the jail population and implemented many measures to mitigate the spread of COVID-19. 

Between March 13, 2020 and April 29, 2020, County officials met with Plaintiffs' counsel on 

four occasions to discuss the measures that were being taken and implemented by Defendants to 

address the pandemic. 
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On May 4, 2020, Plaintiffs filed a class action in federal court,' which was dismissed, and 

Plaintiffs then filed the instant matter in this Court on May 28, 2020. Defendants assert that 

Plaintiffs have failed to recognize that, prior to filing this motion, "Defendants and court 

appointed Inmate Counsel were taking action under the supervision of this Court to address the 

novel health crisis..." 

On March 2, 2020, the Jail housed 1,411 detainees. Significantly, as of June 17, 2020, the 

Jail population was reduced to 779 inmates, a reduction of 632 inmates in the population, which 

represents a 44.79% reduction in the Jail population. 

On May 15, 2020, the Court entered a "Stipulated Temporary Amendment to the Consent 

Order, which ordered that all inmates in the Jail subjected to testing for COVID-19 shall submit 

to testing, and that "[a]ny specimen collected for said testing will only be utilized for purposes of 

addressing" the health crisis and that the testing would not be used to collect DNA. The duration 

of this order was for 30 days. 

On May 18, 2020, the Court entered another "Stipulated Temporary Amendment to the 

Consent Order." This amendment, the purpose of which is to address the current health crisis, 

amended the parties' previous consent order dated July 20, 2018. The stipulated temporary 

amendment included the following relevant provisions: 

• Inspection of Jail facilities by a court-appointed inspector 
limited to the COVID-19 pandemic response;2

• Ensure that each incarcerated person receives, free of 
charge and upon request: (a) a supply of soap and hand 
towels sufficient to allow regular hand washing and drying 

Russell, et al v Wayne County, et al, Case No. 2:20-cv-11094-MAG-EAS. 

2 A "Joint Proposed Inspection Order" was entered by the Court on May 15, 2020 and an inspection was 
conducted. The report of which was originally sealed, but later unsealed and redacted to protect exposure of private 
material. The inspector was deemed unqualified by the Court and the Court ordered that the inspection report be 
stricken from the Court record. 
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each day, and (b) an adequate supply of disinfectant 
products effective against the COVID-19 virus; 

• Provide access to showers on a daily basis; 

• Ensure that, to the fullest extent possible, all Jail staff wear 
personal protective equipment, including masks and gloves; 

• Ensure that, to the fullest extent possible, all Jail staff wash 
their hands with soap and water or use hand sanitizer 
containing at least 60% alcohol both before and after 
touching any person or any surface in cells or common 
areas; 

• Continue to implement protocols through which medical 
attention is provided, on a timely basis, to any incarcerated 
person that reports a need for medical attention for any 
COVID-19 related symptoms to any member of the Jail 
staff; 

• Make COVID-19 testing available to all incarcerated 
persons either displaying symptoms of COVID-19 or to 
those who have been in known proximity of other persons. 
within the last 14 days, who have tested positive for 
COVID-19; 

• Provide adequate spacing between people incarcerated so 
that social distancing, as defined by the CDC, can be 
accomplished to the extent possible; 

• Ensure that individuals identified as having COVID- 19, as 
having symptoms of COVID-19, or as having been exposed 
to COVID-19 receive adequate medical care and are 
properly quarantined in a designated quarantine area, and 
that they remain in quarantine and are encouraged to wear 
face masks when interacting with others until they are no 
longer at risk of infecting others; 

• Provide sufficient disinfecting supplies without cost, so 
incarcerated people can clean high-touch areas; 

• Communicate to all people incarcerated, including low-
literacy and non-English-speaking people, sufficient 
information about COVID-19, measures taken to reduce the 
risk of transmission, and any changes in policies or 
practices; 

4 

APPENDIX A-4



• Train staff regarding measures to identify symptoms of 
COVID-19 in inmates, measures to reduce transmission, 
and the Jail's policies and procedures; 

• Refrain from charging medical co-pays to those 
experiencing COVID-19- related symptoms, including 
testing; 

• Ensure that retaliatory discipline is not taken in response to 
incarcerated persons' requests for medical attention and 
basic, necessary protections, and/or efforts by incarcerated 
persons to publicize unsafe and life-threatening conditions 
inside the Jail. 

Again, by another Court order entered on June 17, 2020, the stipulated temporary amendment 

order was extended until September 30, 2020. 

On June 2, 2020, the Court entered an "Amended Consolidated Consent Order Regarding 

COVID-19 Inmate Testing at Time of Booking." This order, the provisions of which commenced 

on June 8, 2020 until otherwise ordered by the Court, mandates that all new inmates be tested for 

COVID- 19 by PCR (nasal swab) and Serology (antibody) at the time of the inmates' booking. 

Under the order, inmates who test negative for both PCR and Serology will be re-tested in 14 

days from the time of booking. If an inmate tests negative for PCR, but positive for Serology, the 

inmate may be housed in general population without need of quarantine. The order further 

requires the Sheriff provide to Plaintiffs the testing data as follows: 

• The number of inmates who tested negative for COVID-
19; 

• The number of inmates who tested positive for COVID-
19; and 

• The number of inmates who tested negative for PCR, but 
positive for Serology. 
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The data from testing under the order is to be provided on a monthly basis beginning on June 30, 

2020. On June 15, 2020, the Court received preliminary data from the testing results. The testing 

was performed between June 8, 2020 and June 12, 2012. The results are as follows: 

115 Inmates booked in between June 5, 2020 and June 11, 2020 

• 12 inmates tested negative for active COVID-19 and 
positive for antibodies. 

• 1 inmate tested positive for active COVID-19 and negative 
for antibodies. 

• 1 inmate tested positive for both active COVID-19 and for 
antibodies. 

• 18 tested negative for active COVID-19 with no results for 
antibodies. 

• 1 inmate has not received results yet. 

• The remainder tested negative for both active COVID-19 
and for antibodies. 

Testing Backlog of 47 Inmates booked between June 1, 2020 
and June 4, 2020 

• Two inmates both negative for active COVID-19 and both 
tested positive for antibodies. 

• 16 inmates tested negative for active COVID-19 and have 
no results for antibodies yet. 

• The remainder tested negative for active COVID-19 and 
negative for antibodies. 

The parties have submitted various affidavits and declarations from physicians and from 

inmates. The physicians have opined on what is necessary to contain COVID-19 in a jail 

environment. The declarations of eleven inmates generally indicate that they do not have 

adequate disinfectant cleaning supplies and of soap and hand towels for personal hygiene. Some 
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inmates also indicate that, when they first entered the Jail, no one made them aware of the risks 

of the spread of the virus. 

On May 12, 2020, the Michigan Department of Corrections ("MDOC") conducted an 

inspection of the Jail as provided for by Act. No. 232 of the Public Acts Of 1953, as amended, 

being section 791.262 of the Michigan Compiled Laws and the Governor's Executive Order 

2020-62. The Jail was found to be in compliance with the MDOC COVID-19 Protocols. 

Beginning on March 13, 2020, Defendants issued various policies and directives for 

implementation in response to COVID-19 and in an effort to contain the spread of the virus in 

the Jail. Directives 20-03, 20-04, 20-05, 20-06, 20-07, 20-08, and 20-09. For the Jail staff, 

directives include social distancing, wearing protective gear when transporting inmates, 

disinfecting touch areas, and staying home from work when sick. For those entering the Jail, the 

directives include questioning about whether they have traveled, whether they had been asked to 

quarantine, or whether they had been diagnosed with COVID-19. Persons coughing, sneezing, 

experiencing shortness of breath, or exhibiting other signs of illness were to be denied entrance 

to the Jail. Other directives include more questioning about whether persons had close contact 

with anyone who had been diagnosed with COVID-19, quarantine of new inmates for 72 hours 

in a segregation unit while awaiting COVID-19 test results, quarantine of inmates returning from 

a hospital with virus-related symptoms, and protocols for staff donning personal protective 

equipment. Directives also include the screening of all inmates, staff, and all persons entering the 

Jail facilities. Visiting by the public with inmates has been discontinued, except for visits by 

attorneys representing inmates. Inmates were also directed to wear surgical masks when outside 

of their cells. 
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Wellpath, the Jail's contracted medical provider also provided guidance by issuing its 

policies and procedures for symptomatic inmates and for isolation of those displaying symptoms 

and those awaiting test results. However, Plaintiffs contend that Defendants' policies and 

directives are inadequate unless they are actually implemented. As indicated above, the Court 

issued several orders, which thus far have been followed to the greatest extent possible, including 

the testing for COV1D-19 of all inmates. In addition, as indicated above, the Jail population 

reduction demonstrates that a substantial number of inmates have been administratively released. 

Now before the Court is Plaintiffs' motion for injunctive relief. 

II. STANDARDS FOR DETERMINING MOTIONS FOR INJUNCTIVE RELIEF 

Injunctive relief is governed by MCR 3.310, the provisions of which must be carefully 

followed. It should be noted that there is a difference between temporary restraining orders 

(TROs) and preliminary injunctions. TROs may be issued without written or oral notice to the 

other party, only if circumstances justify it and those circumstances are set forth in a verified 

complaint or supporting affidavit. "TROs have a limited lifespan, not to exceed 14 days, and are 

designed to prevent loss or damage only till such time as the matter may be initially heard by the 

court." §2:23.Jurisdictional allegation --Equitable relief sought, 1 Mich Ct Rules Prac, Forms § 

2:23. In the instant case, Defendants have had notice of the instant motion and the principal 

requests by Plaintiffs are for both a TRO and a preliminary injunction. 

The purpose of a preliminary injunction is to preserve the status quo so that, upon final 

hearing, the rights of the parties may be determined without injury to either party. Michigan 

Council 25, AFSCME v County of Wayne, 136 Mich App 21; 355 NW2d 695 (1984). 

Granting injunctive relief is within the sound discretion of the trial court. Kernen 

Hwnestead Dev Co, 232 Mich App 503, 509; 591 NW2d 369 (1998). To obtain a preliminary 
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injunction, the moving party bears the burden of proving that the traditional four elements favor 

the issuance of a preliminary injunction. Hammel v Speaker of the House of Representatives, 297 

Mich App 641, 648; 825 NW2d 616 (2012). This four-factor test requires the trial court to 

consider: (1) harm to the public interest if the injunction issues; (2) whether harm to the applicant 

in the absence of temporary relief outweighs the harm to the opposing party if relief is granted; 

(3) the likelihood that the applicant will prevail on the merits; and (4) a demonstration that the 

applicant will suffer irreparable injury if the relief is not granted. Thermatool Corp v Borzym, 

227 Mich App 366, 376; 575 NW2d 334 (1998). "The mere apprehension of future injury or 

damage cannot be the basis for injunctive relief." Pontiac Fire Fighters Union Local 376 v City 

of Pontiac, 482 Mich 1, 9; 753 NW2d 595 (2008). 

III. DISCUSSION 

The grounds of Plaintiffs' motion are alleged violations of the Eighth Amendment's 

prohibition against cruel and unusual punishment, violations of the due process clause of the 

Fourteenth Amendment, and violations of Article I, Sections 16 and 17 of the Michigan 

Constitution. 

In support of its motion, Plaintiffs allege that they are at imminent risk of serious illness 

or death. They contend that they are likely to succeed on the merits of their claims as they relate 

to violations of the Eighth Amendment, Fourteenth Amendment, and the Michigan 

Constitution's Article I, Sections 16 and 17. Thermatool Corp, supra. They argue that the 

detainees in the Jail can prove a due process violation under the Fourteenth Amendment by 

demonstrating that they are subject to a substantial risk of serious harm. Finally, they assert that 

the conditions under which the detainees are confined are unreasonable and that Defendants have 

been deliberately indifferent to these conditions. 
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In response, Defendants argue that Plaintiffs are unlikely to succeed on the merits of their 

constitutional claims. They assert that the main component of a constitutional violation in the 

context of a request for injunctive relief, "deliberate indifference," has not been pled in such a 

manner that it connects policies and practices to particular injuries. In other words, they aver that 

Plaintiffs cannot demonstrate that Defendants' policies and practices have caused injury and that 

Defendants disregarded a known or obvious risk. 

Preliminarily, it should be noted that, in the context of a class action by inmates for 

conditions related to the spread of an illness in a correctional facility, there is little Michigan case 

law on the subject. The Court will look to U.S. Supreme Court case law and then may look to 

other federal case law for further guidance.3 Although the Court must consider the four elements 

for issuance of injunctive relief, the primary issue before this Court is the likelihood that 

Plaintiffs will prevail on the merits of their constitutional claims. 

The Eighth Amendment of the United States Constitution prohibits the infliction of "cruel 

and unusual punishments." USC Const Amend 8. "The [Eighth] Amendment ... imposes duties 

on ... officials, who must provide humane conditions of confinement; prison officials must 

ensure that inmates receive adequate food, clothing, shelter, and medical care...-  Farmer v 

Brennan, 511 US 825, 832; 114 S Ct 1970; 128 L Ed2d 811 (1994). "[Milder the Fourteenth 

Amendment, pretrial detainees are 'entitled to the same Eighth Amendment rights as other 

inmates." Thompson v Ciy of Medina, Ohio, 29 F 3d 238, 242 (6th Cir 1994). The analysis set 

forth in Farmer, although rooted in the Eighth Amendment, therefore applies with equal force to 

See Hoffman v Bay City Sch Dist, 137 Mich App 333, 337; 357 NW2d 686 (1984)(13ecause there are no 
Michigan cases dealing with this issue, we look to the federal courts for guidance ..."); Estate of Nash by Nash v 
City of Grand Haven, 321 Mich App 587, 598; 909 NW2d 862 (2017)("It is also well established that this Court is 
free to adopt the analysis of a lower federal court 'if it is persuasive and instructive.'"[Citation omitted]). 
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a pretrial detainee's Fourteenth Amendment claims." Richko v Wayne Co, Mich, 819 F3d 907, 

915 (CA 6, 2016). 

In Estelle v Gamble, 429 US 97, 105; 97 S Ct 285; 50 L Ed 2d 251 (1976), the court 

deemed that "deliberate indifference" to the serious medical needs of prisoners constitutes 

unnecessary and wanton infliction of pain proscribed by Eighth Amendment whether the 

indifference is manifested by prison doctors in response to prison needs or by prison guards in 

intentionally denying or delaying access to medical care or intentionally interfering with 

treatment once prescribed; regardless of how evidenced deliberate indifference to prisoner's 

serious illness or injuries states cause of action under civil rights statute. USC Const Amend 8; 

42 USC 1983. 

There are two components to a "deliberate indifference" claim, an objective component 

and a subjective component. Detainees may satisfy the objective component by showing that 

'absent reasonable precautions, [they are] exposed to a substantial risk of serious harm. To 

satisfy the subjective component," Plaintiffs "must show that the officials being sued 

subjectively perceived facts from which to infer a subjective risk to the prisoner, that the officials 

did in fact draw the inference, and the official[s] then disregarded that risk.- Albino-Martinez v 

Acklucci, F Supp 3d at 3 (2020); 2020 WL 1872362 [Internal quotation marks and 

citations omitted].4

4 

In Albino-Martinez v Adduct-1, F Supp 3d ---- at 3 (2020); 2020 WL 1872362, the court analyzed the 
claims, which were related to health concerns, under the Eighth Amendment, rather than the Fifth Amendment. In 
Albino-Martinez, immigrant detainees who were being detained by the federal government for violating immigration 
laws filed a petition for a writ of habeas corpus arguing that they were being held in violation of their Fifth 
Amendment due process rights. Detainees filed an emergency motion for a TRO, arguing that the court should order 
their immediate release because they were particularly vulnerable to the COVID- I 9 pandemic because they had 
certain pre-existing health conditions. 
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In Farmer, supra, the Supreme Court explained what is necessary to show "deliberate 

indifference: 

We hold instead that a prison official cannot be found liable under 
the Eighth Amendment for denying an inmate humane conditions 
of confinement unless the official knows of and disregards an 
excessive risk to inmate health or safety; the official must both be 
aware of facts from which the inference could be drawn that a 
substantial risk of serious harm exists, and he must also draw the 
inference. This approach comports best with the text of the 
Amendment as our cases have interpreted it. 

Id at 837 [Emphasis added]. 

Under the test we adopt today, an Eighth Amendment claimant 
need not show that a prison official acted or failed to act believing 
that harm actually would befall an inmate; it is enough that the 
official acted or failed to act despite his knowledge of a substantial 
risk of serious harm. 

Id at 842 [Emphasis added]. 

An inmate seeking an injunction on the ground that there is "a 
contemporary violation of a nature likely to continue,-  United 
States v Oregon State Medical Soc, 343 US 326, 333; 72 S Ct 690, 
695, 96 L Ed 978 (1952), must adequately plead such a violation: 
to survive summary judgment, he must come forward with 
evidence from which it can be inferred that the defendant-officials 
were at the time suit was filed, and are at the time of summary,
judgment, knowingly and unreasonably disregarding an objectively 
intolerable risk of harm, and that they will continue to do so; and 
finally to establish eligibility for an injunction, the inmate must 
demonstrate the continuance of that disregard during the remainder 
of the litigation and into the future. 

Id at 845-846. 

Thus, to establish "deliberate indifference," a plaintiff must demonstrate that an official knows of 

and disregards an excessive risk and the official fails to act in spite of the knowledge of the risk. 

The Farmer test was explained more simply in Wilson v Williams,   F3d ; No. 20-

3447; 2020 WL 3056217 (CA 6, June 9, 2020), which is the most closely related case to the 
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instant case. In Wilson, federal prisoners filed an emergency habeas corpus petition as a putative 

class action, asserting an Eighth Amendment deliberate indifference claim based on the prison 

officials' alleged failure during COVID-19 pandemic to create safe conditions for prisoners. The 

United States District Court for the Northern District of Ohio certified a subclass of prisoners 

particularly vulnerable to medical complications and granted a preliminary injunction to the 

subclass, entered an enforcement order, and denied the officials' motion for stay of the 

preliminary injunction pending appeal. The Wilson court explained the "deliberate indifference" 

standard: 

To satisfy the objective prong, an inmate must show "that he is 
incarcerated under conditions posing a substantial risk of serious 
harm." Farmer, 511 U.S. at 834, 114 S.Ct. 1970. Under the 
subjective prong, an official must "know[ ] of and disregard[ ] an 
excessive risk to inmate health or safety." Id. at 837, 114 S.Ct. 
1970. "[I]t is enough that the official acted or failed to act despite 
his knowledge of a substantial risk of serious harm." M. at 842, 
114 S.Ct. 1970. "It is, indeed, fair to say that acting or failing to act 
with deliberate indifference to a substantial risk of serious harm to 
a prisoner is the equivalent of recklessly disregarding that risk." 

Id at 7. 

The Wilson court also explained that, if prison officials respond reasonably to the risk, they may 

not be liable even if the risk is not averted. Id at 7, quoting Fanner, supra at 844. See also 

Helling v McKinney, 509 US 25, 36; 113 S Ct 2475, 2482; 125 L Ed 2d 22 (1993)(In 

consideration of smoking policy in a prison, the Supreme Court stated that "the subjective factor, 

deliberate indifference, should be determined in light of the prison authorities' current attitudes 

and conduct, which may have changed considerably since the judgment of the Court of Appeals. 

Indeed, the adoption of the smoking policy mentioned above will bear heavily on the inquiry into 

deliberate indifference."). 
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As the Wilson court opined, everyone, the public as well as Jail officials, knows of the 

risks of exposure to COVID-19, especially medically vulnerable persons. This widespread 

knowledge easily satisfies the objective prong of "deliberate indifference." Id. 

Regarding the subjective element, Defendants herein responded reasonably to the risk of 

exposure to COVID-19. Although Plaintiffs assert that Defendants have not taken the necessary 

steps to contain the virus and to prevent a "widespread outbreak" in the Jail, in the Court's view, 

Defendants have responded reasonably to address the risks posed in the Jail. Defendants have 

issued policies and directives and this Court's has also issued various orders for implementing 

measures to reduce the Jail population. The Jail population has been reduced by almost 45%. 

Defendants have made significant efforts to release non-violent offenders and, particularly 

medically vulnerable ones. Wellpath has identified all inmates having medical vulnerabilities as 

defined by the CDC and those inmates have been examined for administrative release. 

Defendants have also ordered mandatory testing, provided necessary supplies and equipment, 

and mandated staff adherence to the directives. Scientific knowledge of this virus is evolving on 

a daily basis and all reasonable steps have been taken to avert the risk as much as possible and to 

adjust to the new scientific knowledge as it has been publicized. Therefore, in the Court's view, 

because Defendants' response to the COVID-19 risks in the Jail has been reasonable, Plaintiffs 

are unlikely to succeed on the merits of their constitutional claims. 

IV. CONCLUSION 

Plaintiffs have not demonstrated that they are likely to succeed on the merits of their 

constitutional claims because they have not satisfied both components of "deliberate 

indifference" in order to prevail on Eighth Amendment violations. Fanner, supra,- Wilson, 

supra; Richko, supra. Although, Defendants as well as the general public are aware of the risks 
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of COVID-19, Defendants' response to the risks posed by COVID-19, coupled with proactive 

measures ordered by this Court, has been reasonable. Defendants have made extensive efforts to 

administratively release detainees, thereby significantly reducing the Jail population, to 

implement testing, screening, providing guidance for Jail staff, and quarantining of those 

infected or exposed to others who have been infected. Therefore, Plaintiffs are unlikely to 

succeed on the merits of their claims. Accordingly, the Court denies Plaintiffs' motion. 

On the basis of the foregoing opinion; 

IT IS ORDERED that Plaintiffs' Emergency Motion for Temporary Restraining Order 

and Preliminary Injunction" is hereby DENIED. 

SO ORDERED. 

Hon. Timothy M. Kenny, Chief Judge 
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STATE OF MICHIGAN 

IN THE CIRCUIT COURT FOR THE COUNTY OF WAYNE 

WAYNE COUNTY JAIL INMATES, et al, 
Case No. 71-173217-CZ 

Plaintiffs, 

-v-

WILLIAM LUCAS, et al, 

Defendants. 

Hon. Timothy M. Kenny 
Chief Judge 

OPINION AND ORDER 

At a session of said Court held in the Coleman A. 
Young Municipal Center, Detroit, Wayne County, 
Michigan 
on this: JUN 16 2020 

PRESENT:  Hon. Timothy M. Kenny 
Chief Judge 

The Third Judicial Circuit Court of Michigan 

This civil matter is before the Court on "Defendants' Motion to Strike the Report of Fred 

Rottnek, M.D., or, in the Alternative, to Redact." For the reasons stated below, the Court grants 

the motion to strike the report. 

I. BACKGROUND 

On May 28, 2020 Plaintiffs filed a motion for a temporary restraining order against 

Defendants in connection with the outbreak of the novel coronavirus, COVID-19. The parties 

agreed to have an inspection of the Wayne County Jail ("the Jail") conducted by Dr. Fred 

Rottnek, MD, MAHCM. 
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Dr. Rottnek's extensive Curriculum Vitae ("CV") indicates that he is board certified in 

family medicine and in addiction medicine. He is a fellow of the American Academy of 

Addiction Medicine and of the American Academy of Family Physicians. He currently serves as 

a professor of family and community medicine at the Saint Louis University School of Medicine. 

Dr. Rottnek also currently serves on the staff of Saint Louis University Hospital. Prior to his 

professorship at Saint Louis University, from 2000 to 2009, for his primary employment, Dr. 

Rottnek served as Director of Community Medicine at the Institute for Family Medicine in St. 

Louis. At the same time, he served on a contract basis as the Medical Director and Lead 

Physician at the Saint Louis County Jail for an additional six years. At the Saint Louis County 

Jail, he was responsible for the general health of detainees and jail staff. In addition to his board 

certifications, Dr. Rottnek is a certified Correctional Health Care Physician through the National 

Commission on Correctional Health Care. He is also a member of the Society of Correctional 

Physicians and has recently been a member of the Academy of Correctional Health 

Professionals. His CV also indicates that he has given numerous presentations and published 

numerous articles on correctional health and addiction. According to Plaintiffs, Dr. Rottnek has 

collaborated with Saint Louis courts on "how to safely reopen" in response to the ongoing 

COVID-19 pandemic and he has given presentations on "how to mitigate risk in direct patient 

care." 

Defendants dispute that Dr. Rottnek is qualified as an expert because he lacks specialized 

knowledge of Covid-19. They also contend that his background indicates no specialization in 

infectious disease and he lacks certifications in immunology or infectious disease. 

With respect to the issue before the Court, the Wayne County Jail currently houses 

approximately 800 detainees. Certain conditions for the conduct of Dr. Rottnek's inspection were 
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stipulated to and ordered by this Court in a "Joint Proposed Inspection Order." The order for 

inspection included the following relevant conditions: 

*** 

3. The inspector shall be allowed to speak with and interview 
any person incarcerated at the Jail. When speaking with inmates, 
the inspector may provide his name, title, the reason for his visit, 
and that he does not work for the Jail. Specifically, he may state 
that he is conducting an inspection of Jail conditions insofar as 
they directly relate to the health and safety of detainees in the 
context of COVID-IQ. The inspector also may inform inmates that 
they will not be retaliated against for speaking with him and 
answering his questions. 

4. The inspector shall provide a report to the parties and the 
Court by May 20, 2020 by 5:00 pm. The report shall be sealed 
until otherwise ordered by the Court. The Court will consider 
argument on whether to make the report public at a later date. 

5. The inspector shall be produced for deposition within 48 
hours of producing said report unless another time is agreed to by 
the parties. 

6. The inspection shall be completed within a twelve-hour 
time frame and shall include the following areas inside Wayne 
County Jail facilities Division I, II and III: 

• All housing units where inmates are housed; 

• Housing units where quarantined inmates are being held; 

• Common areas where inmates congregate to watch TV, eat, 
and utilize telephones and tablets; 

• The ingress/egress staff screenings; 

• Medical facilities; 

• Kitchen; 

• Laundry facilities; 
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• Shower/bathroom facilities; and Areas where cleaning 
supplies and personal protective equipment are maintained. 

7. The inspector's reports shall include any information he 
was able to ascertain regarding the following: 

• Conditions of the housing units during the COVID-19 
pandemic; 

• Conditions of and access to shower/bathroom facilities 
during the COV ID-19 pandemic; 

• Conditions of and access to medical, laundry, dining 
facilities and shared common areas during the COVID-19 
pandemic; 

• Availability and stock of cleaning supplies and personal 
protective equipment for inmates and Jail staff; 

• Availability and stock of hygienic and disinfecting supplies 
for inmates and Jail staff; 

• Availability of communications to inmates about COVID-
19 including low-literacy and non-English-speaking 
people; and 

• Social distancing measures. 

8. During the course of the inspection, the inspector shall be 
permitted, without intrusion of jail staff, to ask inmates questions 
about the following topics outlined in the agreed upon stipulation 
order: 

• Availability and access to medical staff; 

• Availability and access to medical kites; 

• Availability and access to free medical care for COVID-19 
testing, COVID-I9 tests, grievances, showers, mental health 
services, reading materials, phone and video calls, and 
counsel whether in quarantine or not; 

• Availability and access to facemasks,N95 respirators, eye 
protection, disposable medical gloves, and disposable 
gowns/one piece coveralls; 
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• Self-reporting procedures for COVID-I9 symptoms; 

• Whether detained people have received sufficient cleaning 
and hygiene supplies and the time it takes to receive them; 
and 

• Incidents of punitive transfers, threats of punitive transfers, 
and concerns about retaliation for raising concerns formally 
or informally with Jail staff about the health and safety 
conditions at the Jail. 

*** 

10. An attorney from each side is permitted to attend the 
inspection. 

*** 

11. The inspector may designate to Defendants areas, items, or 
people detained in the jail which he would like to be photographed. 
Defendants will take the photograph(s) in the presence of the 
inspector. Photographs will be shared with each party through their 
attorneys within twelve hours of the inspection. 

12. Any photographs of the Jail shall be kept confidential by all 
attorneys on this case and shall not be used for any purpose other 
than this litigation. ... 

13. The format of the report shall be as follows: 

• Executive summary 

• Materials reviewed before finalizing inspection report 

• Individuals interviewed during inspection 

• Observations for Divisions I, II, and III regarding matters 
outlined in paragraphs 7 and 8 above 

• Recommendations. 

Dr. Rottnek's report was submitted on May 16, 2020. [County's Exhibit C (completely 

redacted)]. Plaintiffs have moved that the Court unseal the report, while at the same time, 

Defendants have moved to strike Dr. Rottnek's report from the record or to redact certain 

5 

APPENDIX B-5



portions of it. After oral argument on both motions, the Court has issued an order unsealing the 

report. Now before the Court is Defendants' motion to strike Dr. Rottnek's report or to redact 

portions of it. 

II. DISCUSSION 

Defendants' motion requests that the Court either strike Dr. Rottnek's report in its 

entirety or, in the alternative, strike the portions of the report that "go beyond the scope" of the 

"Joint Proposed Inspection Order." In support of their motion, Defendants argue (1) that Dr. 

Rottnek fails to demonstrate an expertise in the subject he purports to render an opinion on the 

spread of COVID-19; (2) that Dr. Rottnek's opinions are not reliable because they are "based on 

a paucity of material" and because "he fails to properly investigate the subjects of his 

recommendations;" (3) that Dr. Rottnek's opinions are also not relevant; and (4) that his opinions 

will not assist the Court or the trier of fact. Conversely, Plaintiffs' position is that the report was 

prepared by a qualified expert, is sufficiently reliable, and contains factual information and 

recommendations relevant to the issues in this case. Plaintiffs also argue that Defendants' 

argument "ignores Dr. Rottnek's two decades of experience in correctional healthcare and asks 

this Court to do the same" and that "Dr. Rottnek has substantial experience in correctional 

healthcare which qualifies to him provide expert testimony on healthcare at the Jail." 

Preliminarily, it should be noted that, if the Court deems that the report has been done by 

a qualified expert, that it is sufficiently reliable, and that it will assist the Court, the trier of fact, 

the report will be admissible record evidence for the motion for a temporary restraining order. 

Also of note is the fact that the parties have agreed that the Court will decide the motion for a 

temporary restraining order based on the parties' briefs. The essential issue now before the Court 

is whether or not Dr. Rottnek is sufficiently qualified as an expert to opine, either by testimony 
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or in a report, on whether or not Defendants have adequately responded to the COVID-19 

pandemic in the Jail setting. 

The admissibility of expert testimony is governed by MRE 702 which provides: 

If the court determines that scientific, technical, or other 
specialized knowledge will assist the trier of fact to understand 
the evidence or to determine a fact in issue, a witness qualified as 
an expert by knowledge, skill, experience, training, or education 
may testify thereto in the form of an opinion or otherwise if (1) 
the testimony is based on sufficient facts or data, (2) the testimony 
is the product of reliable principles and methods, and (3) the 
witness has applied the principles and methods reliably to the 
facts of the case. 

The inquiry under MRE 702 is a flexible one where the court, in its gatekeeping role, 

must determine "that each aspect of an expert witness's testimony, including the underlying data 

and methodology, is reliable." Elher v Misra, 499 Mich 11, 22; 878 NW2d 790 (2016)[Footnote 

omitted]. "MRE 702 incorporates the standards of reliability that the United States Supreme 

Court articulated in Daubert v Merrell Dow Pharm, Inc..." Id. 1 "A lack of supporting literature, 

while not dispositive, is an important factor in determining the admissibility of expert witness 

testimony." Id at 23. 

A trial court's role as a gatekeeper "does not require it to search for the absolute truth, to 

admit only uncontested evidence, or to resolve genuine scientific disputes." Chapin v A & L 

Parts, Inc, 274 Mich App 122, 127; 732 NW2d 578 (2007). Rather, the proper inquiry is whether 

the expert opinion is "rationally derived from a sound foundation." Id at 139. The burden is on 

the party offering the expert's opinion to satisfy the preconditions established by MRE 702. 

Gilbert v Daimler Chrysler Carp, 470 Mich 749, 789; 685 NW2d 391 (2004). 

1 Dauber/ v Merrell Dow Pharm, Inc, 509 US 579; 113 S Ct 2786; 125 L Ed2d 469 (1993). 
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As part of its "gatekeeper" role, a trial court must also consider the factors listed in MCL 

600.2955(1), to determine whether the expert's opinion is reliable and will assist the trier of fact: 

Elher, supra. The statute provides: 

In an action for the death of a person or injury to a person or 
property, a scientific opinion rendered by an otherwise qualified 
expert is not admissible unless the court determines that the 
opinion is reliable and will assist the trier of fact. In making that 
determination, the court shall examine the opinion and the basis for 
the opinion, which basis includes the facts, technique, 
methodology and reasoning relied on by the expert, and shall 
consider all of the following factors: 

(a) Whether the opinion and its basis have been subjected to 
scientific testing and replication. 

(b) Whether the opinion and its basis have been subjected to peer 
review publication. 

(c) The existence and maintenance of generally accepted standards 
governing the application and interpretation of a methodology 
or technique and whether the opinion and its basis are 
consistent with those standards. 

(d) The known or potential error rate of the opinion and its basis. 

(e) The degree to which the opinion and its basis are generally 
accepted within the relevant expert community. As used in this 
subdivision, "relevant expert community" means individuals 
who are knowledgeable in the field of study and are gainfully 
employed applying that knowledge on the free market. 

(f) Whether the basis for the opinion is reliable and whether 
experts in that field would rely on the same basis to reach the 
type of opinion being proffered. 

(g) Whether the opinion or methodology is relied upon by experts 
outside of the context of litigation. 

While MCL 600.2955(1) requires the trial court to consider the listed factors, it does not 

require that each and every factor must favor the proposed expert testimony. Chapin, supra at 

137. Indeed, it may be that not every factor will necessarily apply in every case in which the 
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reliability of scientific evidence testimony is challenged. All the factors in MCL 600.2955 may 

not be relevant in every case. Ehler, supra at 27. In some cases, the scientific testing and 

replication factor may not fit the type of opinion at issue. Id "Ultimately, the gatekeeping 

inquiry asks whether the expert has reached his or her conclusions in a sound manner, and not 

whether the expert's conclusions are correct." Chapin, supra. 

The decision whether to conduct a Daubers hearing is within the trial court's discretion. 

Lenawee Co v Wagley, 301 Mich App 134, 162; 836 NW2d 193 (2013). "Careful vetting of all 

aspects of expert testimony is especially important when an expert provides testimony about 

causation." Gilbert, supra at 78. 

Regarding Dr. Rottnek's qualifications as an expert under MCR 702, Dr. Rottnek has no 

specialized knowledge in virology, infectious disease, or immunology. The focus of his 

credentials is on family and addiction medicine. He has not studied, researched, or published 

articles on the novel corona virus or any other infectious disease or virus. Under MCR 702, he 

cannot be said to be qualified as an expert "by knowledge, skill, experience, training, or 

education" in Covid-19 or any other infectious diseases or viruses. 

Under MCL 600.2955(1), while scientific testing and replication may not fit the type of 

opinion at issue, Ehler, supra, given the current conditions, Dr. Rottnek has provided no 

publications upon which his opinions rely. As indicated above, "supporting literature, while not 

dispositive, is an important factor in determining the admissibility of expert witness testimony." 

Id; MCL 600.2955(1)(b). As Defendants point out, Dr. Rottnek's recommendations basically 

mirror the guidance and recommendations of the Center for Disease Control ("the CDC"). 

Dr. Rottnek's opinion cannot be said to be reliable because he has not provided any 

specific scientific basis from which his opinion derives. Although he has experience in the 
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correctional facility setting, his opinions on the spread of Covid-19 provide no scientific, 

medical, or specialized knowledge of the virus and its effect on concentrated populations such as 

a jail. Moreover, because Dr. Rottnek's credentials demonstrate that his expertise is in family 

medicine and addiction medicine, his opinion has no connection to infectious disease, virology, 

and immunology and the manifestations of Covid-19. Dr. Rottnek's lack of specialized 

knowledge and the failure to provide published literature on Covid-19 or other viruses 

demonstrate a lack of reliability of his opinions. Hence, the opinion cannot be said to be 

sufficiently reliable or relevant. Neither knowledge of family medicine nor knowledge of 

addiction medicine are relevant or reliable for a determination of whether the Court should or 

should not issue a temporary restraining order. 

As the court in Daubert, supra explained: 

"Expert testimony which does not relate to any issue in the case is 
not relevant and, ergo, non-helpful." 3 Weinstein & Berger ¶ 
702[02], p. 702-18. See also United States v Downing, 753 F2d 
1224, 1242 (CA3 1985) ("An additional consideration under Rule 
702 -- and another aspect of relevance -- is whether expert 
testimony proffered in the case is sufficiently tied to the facts of 
the case that it will aid the jury in resolving a factual dispute"). The 
consideration has been aptly described by Judge Becker as one of 
"fit." Ibid. "Fit" is not always obvious, and scientific validity for 
one purpose is not necessarily scientific validity for other, 
unrelated purposes. 

Id at 591. 

Because of his lack of specialized knowledge, Dr. Rottnek's opinion cannot be said to be 

"sufficiently tied to the facts" of the instant case. Id. In short, Dr. Rottnek's qualifications do not 

demonstrate that he has sufficient specialized knowledge based on science in the relevant 

scientific community, i.e., the community of experts in infectious disease, virology, or 

immunology. His expertise has no connection to facts of this case. In addition, MCR 702 "farther 
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requires that the evidence or testimony 'assist the trier of fact to understand the evidence or to 

determine a fact in issue.' This condition goes primarily to relevance." Id. Thus, in the Court's 

view, Dr. Rottnek's opinions cannot assist the Court in its determination as to whether or not to 

issue a temporary restraining order. 

III. CONCLUSION 

Dr. Rottnek is not sufficiently qualified as an expert to opine on the effects of COVID-19 

and as to whether or not the County has appropriately addressed the spread of the virus in the 

Jail. His opinion is not reliable, relevant, and will not assist this Court in its determination of the 

issue of whether or not to issue a temporary restraining order. Because Dr. Rottnek is not 

qualified as an expert, the Court need not address Defendants' alternative request to redact 

portions of Dr. Rottnek's report that go beyond the scope of the "Joint Proposed Inspection 

Order." Accordingly, the Court grants Defendants' motion to strike the report of Fred Rottnek, 

MD, MAHCM. 

On the basis of the foregoing opinion; 

IT IS ORDERED that Defendants' motion to strike the report of Fred Rottnek, MD, 

MAHCM, is hereby GRANTED; 

IT IS FURTHER ORDERED that the report of Fred Rottnek, MD, MAHCM, shall be 

STRICKEN from the Court's record in this case. 

SO ORDERED. 

Hon. Timothy iYKenny, hief J 4 g 
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��� 7RLOHWV�DQG�VLQNV�DUH�ORFDWHG�QHDU�WKH�IURQW�ZDOO�RI�WKHVH�FHOOV��
7KH\�KDYH�QR�OLGV��&29,'����FDQ�EH�DHURVROL]HG�IURP�IHFDO�
PDWWHU²ZKHWKHU�IURP�WKH�DFW�RI�YRLGLQJ�RU�IOXVKLQJ�D�WRLOHW��

��� 7KH�FHOOV�DSSHDU�WR�EH�FOHDQ��EXW�PDQ\�RI�WKHP�DUH�FOXWWHUHG��
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LL�� 'LYLVLRQ�,,���
��� %XLOGLQJ�LV�LQ�VHYHUH�GLVUHSDLU��
��� $OO�FHOOV�RXWVLGH�RI�PHGLFDO�XQLW�KDYH�IURQW�IDFLQJ�ZDOOV�RI�EDUV��

7KLV�DOORZV�DHURVROL]HG�DQG�ODUJH�GURSOHWV�FRQWDLQLQJ�&29,'�
���WR�EH�IUHHO\�VSUHDG�IURP�FHOOV��ZKHUH�LQPDWHV�DUH�QRW�
ZHDULQJ�PDVNV��

��� 7RLOHWV�DQG�VLQNV�DUH�LQ�HDFK�FHOO��7KH\�KDYH�QR�OLGV��&29,'�
���FDQ�EH�DHURVROL]HG�IURP�IHFDO�PDWWHU²ZKHWKHU�IURP�WKH�DFW�
RI�YRLGLQJ�RU�IOXVKLQJ�D�WRLOHW��

��� 7KHUH�LV�H[WHQVLYH�UXVWLQJ��SDLQW�FKLSSLQJ��DQG�ILOWK�RQ�EDUV��
KHDWHUV��DQG�RWKHU�KRUL]RQWDO�VXUIDFHV��

��� 9HQWV�LQ�FHOOV�DUH�XVXDOO\�DW�OHDVW�SDUWLDOO\�EORFNHG�E\�GLUW�DQG�
DLUERUQH�GXVW���

LLL�� 'LYLVLRQ�,,,�
��� +RXVH�XQLWV�DSSHDU�FOHDQ��
��� 'RRUV�DUH�VROLG�VXUIDFH��VR�WUDQVPLVVLRQ�RI�WKH�YLUXV�LV�

PLWLJDWHG�ZKHQ�DQ�LQPDWH�LV�LQ�KLV�URRP��
��� 7RLOHWV�DQG�VLQNV�DUH�ORFDWHG�QHDU�WKH�IURQW�ZDOO�RI�WKHVH�FHOOV��

7KH\�KDYH�QR�OLGV��&29,'����FDQ�EH�DHURVROL]HG�IURP�IHFDO�
PDWWHU²ZKHWKHU�IURP�WKH�DFW�RI�YRLGLQJ�RU�IOXVKLQJ�D�WRLOHW��
$HURVROL]HG�SDUWLFOHV�FDQ�UHPDLQ�LQ�WKH�DLU�IRU�VHYHUDO�KRXUV��

��� 7KH�FHOOV�DSSHDU�WR�EH�FOHDQ��EXW�PDQ\�RI�WKHP�DUH�FOXWWHUHG��
E�� &RQGLWLRQV�RI�DQG�DFFHVV�WR�VKRZHU�EDWKURRP�IDFLOLWLHV�GXULQJ�WKH�&29,'����

SDQGHPLF��
L�� 6WDII�UHSRUWHG�WKDW�WKH�&RXQW\�SURYLGHV�EOHDFK�DQG�6LPSOH�*UHHQ�IRU�

FOHDQLQJ�
��� 6LPSOH�JUHHQ�GRHV�QRW�NLOO�&29,'�����

KWWSV���VLPSOHJUHHQ�FRP�QHZV�DQG�PHGLD�FRURQDYLUXV�IDT��
��� 'LOXWHG�EOHDFK�LV�HIIHFWLYH�LQ�NLOOLQJ�&29,'�����

LL�� 'LYLVLRQ�,�
��� 0HGLFDO�XQLW��7KH�VKDUHG�URRP�ZKLFK�,�LQVSHFWHG�KDV�D�VKDUHG�

EDWKURRP�ZKLFK�LV�XVXDOO\�FOHDQHG�RQFH�GD\�E\�D�WUXVWHH��,W�
VKRXOG�EH�FOHDQHG�DIWHU�HDFK�XVH��

LLL�� 'LYLVLRQ�,,�
��� ,QGLYLGXDO�FHOOV�KDYH�WRLOHWV�DQG�VLQNV��8QLWV�VKDUH�D�VKRZHU��

,QPDWHV�GHPRQVWUDWHG�IRU�PH�WKDW�ZDWHU�SUHVVXUH�LV�ORZ��DQG�
WKH\�UHSRUWHG�OLWWOH�WR�QR�KRW�ZDWHU��

��� 7KH�VKRZHUV�RQ�WKH�IORRUV�KDYH�H[WHQVLYH�UXVW�DQG�FKLSSLQJ�
DQG�SHHOLQJ�SDLQW�RQ�FHLOLQJ�DQG�ZDOOV���3KRWR��,W�DSSHDUV�WKH�
EODFN�PROG�RU�PLOGHZ�IORZV�IURP�WKH�EXWWRQV�FRQWUROOLQJ�ZDWHU�
IORZ��

LY�� 'LYLVLRQ�,,,�
��� ,QPDWHV�KDYH�DFFHVV�WR�WKH�VKRZHU�EDWKURRP�IDFLOLWLHV�ZKHQ�

QHHGHG²RQH�XQLW�LV�D�ZHW�XQLW��ZLWK�VLQN�WRLOHW�LQ�URRP���WKH�
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RWKHU�LV�D�GU\�XQLW��ZLWKRXW�VLQN�WRLOHW²WKH\�DUH�FRPPXQDO��DW�
WKH�IDU�HQG�RI�WKH�XQLW���

��� 7LOHV�DUH�PLVVLQJ�LQ�VKRZHU�
��� 5XVW�DQG�PLOGHZ�DUH�SUHVHQW�RQ�EDWKURRP�IL[WXUHV�DQG�ZDOOV��

�
F�� &RQGLWLRQV�RI�DQG�DFFHVV�WR�PHGLFDO��ODXQGU\��GLQLQJ�IDFLOLWLHV�DQG�VKDUHG�

FRPPRQ�DUHDV�GXULQJ�WKH�&29,'����SDQGHPLF��
L�� 'LYLVLRQ�,�

��� 0HGLFDO��5RRPV�DSSHDU�FOHDQ��EXW�FOXWWHUHG��6RPH�LQPDWHV�
VWDWHG�WKDW�WKH\�DUH�JHWWLQJ�WKHLU�PHGLFDO�QHHGV�PHW��2WKHUV�
VWDWHG�WKH�WKDW�YLUXV�KDV�VORZHG�GRZQ�UHVSRQVLYHQHVV�WR�WKHLU�
VLFN�FDOOV��$FFRUGLQJ�WR�WKH�WZR�RIILFHUV�VLWWLQJ�LQ�DQ�RWKHUZLVH�
HPSW\�FOLQLF��WKH\�ZHUH�XQDEOH�WR�JLYH�FOLQLF�KRXUV�RU�URXJK�
FDSDFLW\�DW�SUHVHQW��7KH\�VWDWHG�WKDW�WKH\�KDYH�EHHQ�
XQGHUVWDIIHG�ZLWK�SURYLGHUV�UHFHQWO\��EXW�WKH\�MXVW�JRW�D�QHZ�
SK\VLFLDQ���:KHQ�ZH�ZDONHG�LQ��WKH\�ZHUH�VLWWLQJ�DW�WKHLU�GHVN��
VKRXOGHU�WR�VKRXOGHU��DERXW�D�IRRW�DSDUW��DQG�WKH\�ZHUH�QRW�
ZHDULQJ��

��� /DXQGU\��/LQHQ�H[FKDQJH�DUHD�DSSHDUHG�FOHDQ�
��� 'LQLQJ�IDFLOLWLHV��7KHUH�LV�FXUUHQWO\�QR�VKDUHG�GLQLQJ�IRU�

WUXVWHHV��,Q�DOO�IDFLOLWLHV��LQPDWHV�DUH�HDWLQJ�LQ�WKHLU�URRPV�E\�
WKHPVHOYHV��

��� .LWFKHQ��7KH�NLWFKHQ�DUHD�LV�ODUJH�DQG�DSSHDUHG�FOHDQ��EXW�LW�
KDG�PDQ\�ZHW�VXUIDFHV��7KH�NLWFKHQ�VXSHUYLVRU�VWDWHG�WKDW�³ZH�
FDQ¶W�FOHDQ�OLNH�ZH¶UH�VXSSRVHG�WR´�EHFDXVH�VKH�XVHG�WR�KDYH�
������WUXVWHHV�IRU�FOHDQLQJ�DQG�QRZ�RQO\�KDV����6KH�UHSRUWV�
WKDW�WKH\�³FOHDQ�GDLO\´��

��� 6KDUHG�FRPPRQ�DUHDV��$SSHDU�FOHDQ��7ZR�RI�WKH�WKUHH�PHQ¶V�
XQLWV�,�YLVLW�ZHUH�RQ����KRXU�ORFNGRZQ��,Q�WKH�ZRPHQ¶V�XQLW��
ZRPDQ�KDYH�PRUH�WLPH�LQ�WKH�FRPPRQ�DUHD��

LL�� 'LYLVLRQ�,,�
��� 0HGLFDO��7KH�PHGLFDO�FDUH�DV�UHSRUWHG�ZDV�DOPRVW�ZKROO\�

LQDGHTXDWH��1XUVH�&ROHPDQ�VWDWHG�KHU�ELJJHVW�FRQFHUQ�ZDV�
WKH�PRYHPHQW�RI�LQPDWHV�DPRQJ�XQLWV��6KH�ZRQGHUHG�ZK\�
³LQPDWHV�>DUH@�VWLOO�KHUH"´�:KHQ�,�DVNHG�KHU�LI�VKH�WKRXJKW�WKH\�
ZHUH�DGHTXDWHO\�VWDIIHG�LQ�PHGLFDO�ZLWK�&29,'�DV�ZHOO�DV�
FKURQLF�FDUH�DQG�VLFN�FDOOV��VKH�VWDWHG�³1RW�UHDOO\��WR�EH�
KRQHVW��GXH�WR�WKH�VKRUWDJH�>RI�VWDIILQJ@�´��
3DWLHQWV�UHSRUW�GHOD\HG�RU�LJQRUHG�VLFN�FDOOV��

��� /DXQGU\��1R�ODXQGU\�LV�GRQH�DW�WKLV�IDFLOLW\��EXW�LW�LV�VKLSSHG�WR�
'LYLVLRQ�,,,��6RPH�LQPDWHV�VWDWHG�WKDW�WKH\�DUH�QRW�JHWWLQJ�
IUHVK�OLQHQ�HYHU\�ZHHN��2QH�VWDWHG�KH¶V�KDG�WKH�VDPH�XQLIRUP�
IRU���ZHHNV��

��� 'LQLQJ�IDFLOLWLHV��,QPDWHV�HDW�LQ�WKHLU�URRPV��
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��� .LWFKHQ��1RW�YLVLWHG�LQ�WKLV�EXLOGLQJ�
��� 6KDUHG�FRPPRQ�URRPV��7KHVH�DUHDV�DUH�FRPPRQ�DUHDV�WKDW�

HDFK�FHOO�UHOHDVHV�LQWR��7KHUH�LV�H[WHQVLYH�UXVWLQJ��SDLQW�
FKLSSLQJ��DQG�ILOWK�RQ�EDUV��KHDWHUV��DQG�RWKHU�KRUL]RQWDO�
VXUIDFHV��

LLL�� 'LYLVLRQ�,,,�
��� 0HGLFDO��$SSHDUV�FOHDQ��7KUHH�RU�IRXU�QXUVHV�DQG�RU�WHFK�ZHUH�

SUHVHQW�IRU�VLFN�FDOOV�DQG�PHG�SDVVHV��
��� /DXQGU\��7KH�ODXQGU\�ZDV�HPSW\�RQ�WKLV�6DWXUGD\�WRXU��,W�

DSSHDUHG�FOHDQ��
��� 'LQLQJ�IDFLOLWLHV��$OO�LQPDWHV�HDW�LQ�WKHLU�FHOOV��
��� .LWFKHQ��$SSHDUHG�FOHDQ��EXW�OLWWOH�DFWLYLW\�DW�WKH�WLPH�
��� 6KDUHG�FRPPRQ�DUHDV��$SSHDUHG�FOHDQ��DQG�RQO\�RQH�LQPDWH�

LV�DOORZHG�RXW�DW�WKH�WLPH��:KLOH�,�ZDV�WKHUH����RU���WUXVWHHV�
ZHUH�SUHVHQW�WR�ZLSH�GRZQ�VXUIDFHV��,QPDWHV�UHSRUW�WKDW�
WHOHSKRQHV�DUH�QRW�ZLSHG�GRZQ�EHWZHHQ�XVH��

G�� $YDLODELOLW\�DQG�VWRFN�RI�FOHDQLQJ�VXSSOLHV�DQG�SHUVRQDO�SURWHFWLYH�HTXLSPHQW�
IRU�LQPDWHV�DQG�MDLO�VWDII�
L�� ,�GLG�QRW�H[SOLFLWO\�DVN�WR�VHH�VWRFNV�RI�FOHDQLQJ�VXSSOLHV��K\JLHQLF�

VXSSOLHV��RU�33(��VR�,�GLG�QRW�VHH�WKH�LQYHQWRULHV��,�DSRORJL]H�IRU�WKLV�
RYHUVLJKW��

LL�� 2I�FRQFHUQ��QRQH�RI�WKH�VWDII�DW�DOO�WKUHH�VLWHV�NQHZ�KRZ�WR�GRQ�WKH�
EOXH�SODVWLF�SURWHFWLYH�VXLWV��

LLL�� 7KHUH�ZDV�LQFRQVLVWHQW�XVH�RI�PDVNV��DQG�WKH�DSSURSULDWH�ZHDULQJ�RI�
PDVNV��DPRQJ�ERWK�LQPDWHV�DQG�VWDII���

LY�� $QVZHUV�YDULHG�ZLGHO\�ZKHQ�,�DVNHG�LQPDWHV�LI�WKH\�KDG�HQRXJK�
FOHDQLQJ�VXSSOLHV��6RPH�VDLG�WKH\�GLG��RWKHUV�VDLG�WKH\�IUHTXHQWO\�
ZHUH�WROG�WKDW�WKH�LQYHQWRU\�ZDV�ORZ�RU�]HUR��

Y�� 'LYLVLRQ�,�
��� 33(�DQG�FOHDQLQJ�VXSSOLHV�ZHUH�VHHQ�LQ�WKH�NLWFKHQ��WKH�

ODXQGU\��WKH�FOLQLF��WKH�PHGLFDO�XQLW��DQG�DW�WKH�RIILFHUV¶�
VWDWLRQV��

��� ,�VDZ�RQH�WZR�PDQ�WHDP�RI�WUXVWHHV�HPSW\LQJ�WKH�WUDVKFDQV�LQ�
RQ�RI�WKH�TXDUDQWLQH�XQLWV��2WKHUZLVH��,�VDZ�QR�RQH�FOHDQLQJ�
DQ\�DUHD�GXULQJ�P\�YLVLW��

YL�� 'LYLVLRQ�,,�
��� 33(�DQG�FOHDQLQJ�VXSSOLHV�ZHUH�VHHQ�LQ�WKH�FOLQLF�DQG�DW�WKH�

RIILFHUV¶�VWDWLRQV��
��� ,�REVHUYHG�D�IHZ�EXFNHWV�ZLWK�PRSV�LQ�VKDUHG�DUHDV��,�VDZ�

VHYHUDO�XQXVHG�EXFNHWV�DQG�PRSV�LQ�DQ�XQXVHG�FHOO�LQ�DQ�
HPSW\�EORFN��

��� ,QPDWHV�IUHTXHQWO\�UHSRUWHG�ODFN�RI�VXSSOLHV��
��� ,�VDZ�QR�LQPDWHV�FOHDQLQJ�DQ\�DUHD�GXULQJ�P\�YLVLW��

� �
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YLL�� 'LYLVLRQ�,,,�
��� $V�PHQWLRQHG��,�VDZ�D�JURXS�RI�����WUXVWHHV�FOHDQLQJ�WKH�ILUVW�

XQLW�,�YLVLWHG��7KH�WZR�WUXVWHHV�,�LQWHUYLHZHG�KDG�YLVLEO\�GLUW\�
DQG�IUD\HG�PDVNV��

��� 1R�RWKHU�LQPDWHV�ZHUH�FOHDQLQJ�GXULQJ�P\�YLVLW��
H�� $YDLODELOLW\�DQG�VWRFN�RI�K\JLHQLF�DQG�GLVLQIHFWLQJ�VXSSOLHV�IRU�LQPDWHV�DQG�MDLO�

VWDII�
L�� ,�GLG�QRW�H[SOLFLWO\�DVN�WR�VHH�VWRFNV�RI�FOHDQLQJ�VXSSOLHV��K\JLHQLF�

VXSSOLHV��RU�33(��,�DSRORJL]H�IRU�WKLV�RYHUVLJKW��
LL�� 7KURXJKRXW�DOO�WKUHH�IDFLOLWLHV��LQPDWHV�EURXJKW�XS�WKH�LQDGHTXDF\�RI�

33(��7KH\�GLG�QRW�VWDUW�UHFHLYLQJ�GLVSRVDEOH�VXUJLFDO�PDVNV�XQWLO��SHU�
WKHLU�FRQVLVWHQW�UHSRUWV�������������7KH�PDVNV�DUH�UHSODFHG�RQFH�
HYHU\�WZR�ZHHNV��ZKLFK�LV�LQDGHTXDWH�VLQFH�WKHVH�PDVNV�ZHUH�
GHVLJQHG�IRU�VLQJOH�XVH²QRW�VXVWDLQHG�XVH��6RPH�LQPDWHV�KDYH�JRQH�
DV�IDU�WU\LQJ�WR�ZDVK�WKHVH�PDVNV�ZLWK�VRDS²ZKLFK�ZRXOG�IXUWKHU�
GDPDJH�WKHLU�LQWHJULW\��0RVW�RI�WKH�PDVNV�,�VDZ�ZHUH�IUD\LQJ�DQG�RU�
YLVLEO\�GLUW\��7KH�PRVW�FRPPRQ�GDWH�RQ�WKH�PDVNV�ZDV������

LLL�� $QVZHUV�YDULHG�ZLGHO\�ZKHQ�,�DVNHG�LQPDWHV�LI�WKH\�KDG�HQRXJK�VRDS��
7KH�VRDS�VKRZQ�WR�PH�ZHUH���R]��WUDYHO�VL]H�VRDSV��7KH\�ZHUH�IUHH�
RI�FKDUJH��

��� 'LYLVLRQ�,��6XSSO\�ZDV�DGHTXDWH�RYHUDOO��
��� 'LYLVLRQ�,,��,QPDWHV�UHSRUW�WKDW�WKH\�ZHUH�JLYHQ���VRDSV�HYHU\�

ZHHN�RU�HYHU\���ZHHNV��7KLV�LV�UHPDUNDEO\�LQDGHTXDWH�IRU�
UHJXODU�KDQG�ZDVKLQJ�DQG�VKRZHULQJ��SDUWLFXODUO\�GXULQJ�D�
SDQGHPLF�LQ�ZKLFK�SHRSOH�DUH�HQFRXUDJHG�WR�IUHTXHQWO\�ZDV�
KDQGV��

��� 'LYLVLRQ�,,,��7KHUH�ZHUH�QR�FRPSODLQWV�DERXW�VRDS��
I�� $YDLODELOLW\�RI�FRPPXQLFDWLRQV�WR�LQPDWHV�DERXW�&29,'����LQFOXGLQJ�ORZ�

OLWHUDF\�DQG�QRQ�(QJOLVK�VSHDNLQJ�SHRSOH�
L�� 3RVWHUV�DQG�ZULWWHQ�PDWHULDOV��6RPH�PDWHULDOV�ZHUH�SRVWHG�LQ�PRVW�

FHOOV�DQG�KDOOZD\V�DERXW�K\JLHQH�DQG�VRFLDO�GLVWDQFLQJ��+RZHYHU��WKH�
PRVW�FRPPRQ�PDWHULDOV�GLG�QRW�PHQWLRQ�&29,'�����DQG�WKH\�GLG�QRW�
GHILQH���IHHW�IRU�VRFLDO�GLVWDQFLQJ��7KH\�VWDWHG�WR�XVH�WLVVXHV��ZKLFK�
LQPDWHV�GRQ¶W�KDYH��DQG�WKH\�GLGQ¶W�PHQWLRQ�PDVNV����7KH�RQO\�SRVWHUV�
WKDW�PHQWLRQHG�&29,'����ZHUH�LQ�WKH�KDOOZD\V�LQ�'LYLVLRQ����$QG�
WKHVH�SRVWHUV�ZHUH�GHVLJQHG�IRU�WKH�SXEOLF�ZLWK�DGPRQLWLRQV�DERXW�
VWD\LQJ�DW�KRPH�ZKHQ�\RX¶UH�VLFN���7KH�:D\QH�&RXQW\�ZHEVLWH�KDV�
VRPH�XSGDWHG�PDWHULDOV��EXW�HYHQ�WKHVH�DUH�QRW�FXUUHQW��
KWWSV���ZZZ�ZD\QHFRXQW\�FRP����

LL�� &OHDQLQJ�LQVWUXFWLRQV��VFKHGXOHV��DQG�H[SHFWDWLRQV��,�GLG�QRW�VHH�DQ\�
LQVWUXFWLRQV�RQ�KRZ�WR�FOHDQ�D�FHOO��,�GLG�QRW�VHH�DQ\�VFKHGXOH�IRU�XQLW�
RU�FHOO�FOHDQLQJV��6WDII�UHSRUWHG�WKDW�WKH�&RXQW\�SURYLGHV�EOHDFK�DQG�
6LPSOH�*UHHQ�IRU�FOHDQLQJ��6LPSOH�JUHHQ�GRHV�QRW�NLOO�&29,'�����
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KWWSV���VLPSOHJUHHQ�FRP�QHZV�DQG�PHGLD�FRURQDYLUXV�IDT��'LOXWHG�
EOHDFK�LV�HIIHFWLYH�

LLL�� ,QPDWH�LQWHUYLHZV��
��� 'LYLVLRQ�,��6RPH�LQPDWHV�UHSRUWHG�WKDW�WKH\�ZHUH�WROG�DERXW�

&29,'�����WKDW�LW�ZDV�GDQJHURXV��DQG�WKDW�WKH\�VKRXOG�ZHDU�
WKHLU�PDVNV�ZKHQ�RXW�RI�WKHLU�FHOOV��2WKHUV�UHSRUWHG�WKH\�ZHUH�
WROG�QRWKLQJ��7KH\�VWDWHG�WKDW�WKH\�UHFHLYHG�PRVW�QHZV�YLD�WKH�
WHOHYLVLRQ��

��� 'LYLVLRQ�,,��7KH\�VWDWHG�WKDW�WKH\�UHFHLYHG�PRVW�LQIRUPDWLRQ�
DQG�XSGDWHV�YLD�WKH�WHOHYLVLRQ��0RVW�UHSRUWHG�WKH\�UHFHLYHG�QR�
LQIRUPDWLRQ�IURP�PHGLFDO�RU�FRUUHFWLRQDO�VWDII��

��� 'LYLVLRQ�,,,��0RVW�RI�WKHVH�LQPDWHV�ZHUH�FRQFHUQHG�DERXW�ZKDW�
WR�GR�ZKHQ�WKH\�DUH�UHOHDVHG��VLQFH�WKH\�GRQ¶W�ZDQW�WR�JLYH�
&29,'����WR�WKHLU�ORYHG�RQHV��7KH\�GLG�QRW�UHFHLYH�WKLV�
LQIRUPDWLRQ��1RU�GLG�WKH\�XQGHUVWDQG�ZK\�WKH\�ZHUH�SXW�RQ����
KRXU�ORFNGRZQ�EHFDXVH�WKH\�DUH�VLFN��

�
J�� 6RFLDO�GLVWDQFLQJ�PHDVXUHV�

L�� 'LYLVLRQ�,��
��� &HOOV�DUH�JHQHUDOO\�VWDJJHUHG�LQ�RFFXSDQF\��EXW�WKHUH�ZDV�DW�

OHDVW�RQH�FHOO�ZLWK���PDOH�LQPDWHV��7KLV�GRHVQ¶W�DOORZ�
DSSURSULDWH�GLVWDQFLQJ���

��� %DUV�DQG�RSHQ�JULGV�GR�QRW�DOORZ�IRU�VRFLDO�GLVWDQFLQJ��VLQFH�
&29,'����FDQ�EH�WUDQVPLWWHG�E\�VXUIDFH��IRPLWH���ZKHUH�
&29,'����FDQ�UHPDLQ�IRU������E\�ODUJH�GURSOHW��ZKLFK�FDQ�EH�
SURMHFWHG�DW�OHDVW���IHHW��DQG�E\�DHURVROL]HG�SDUWLFOHV��ZKLFK�
FDQ�KDQJ�LQ�WKH�DLU�IRU�VHYHUDO�KRXUV�DQG�FDQ�EH�WUDQVPLWWHG�
WKURXJK�YHQWLODWLRQ��

��� ,Q�WKH�PHGLFDO�XQLW��IRXU�LQPDWHV�ZHUH�RQ�VWUHWFKHUV�LQ�RQH�
URRP��$OO�RI�WKHVH�PHQ�KDG�FR�RFFXUULQJ�KHDOWK�SUREOHPV��
PRVW�ZHUH�RQ�&3$3�RU�,3$3��EUHDWKLQJ�PDFKLQHV��GXH�WR�
REVWUXFWLYH�VOHHS�DSQHD��7KH\�ZHUH�SRVLWLRQHG�LQ�D�VTXDUH��
KHDG�WR�IRRW��7KH\�ZHUH�FOHDUO\�WRR�FORVH�WRJHWKHU��:KLOH�,�GR�
QRW�KDYH�DOO�WKHLU�GLDJQRVHV��WKH\�DOO�OLNHO\�ILW�LQWR�WKH�FDWHJRU\�
RI�WKRVH�DW�KLJKHU�ULVN�IRU�VHYHUH�LOOQHVV��
KWWSV���ZZZ�FGF�JRY�FRURQDYLUXV������QFRY�QHHG�H[WUD�
SUHFDXWLRQV�SHRSOH�DW�KLJKHU�ULVN�KWPO�

��� ,Q�WKH�ZRPHQ¶V�XQLW��ZRPHQ�ZHUH�VLWWLQJ�WRJHWKHU�DW�WKH�
FRPPRQ�DUHD�WDEOHV��2QH�ZRPHQ�ZDV�GRLQJ�DQRWKHU�ZRPDQ¶V�
KDLU��QHLWKHU�ZHDULQJ�PDVNV��ZKHQ�ZH�DUULYHG�RQ�WKH�IORRU��

LL�� 'LYLVLRQ�,,�
��� :KLOH�WKHVH�DUH�VLQJOH�FHOOV��LQPDWHV�DUH�DOORZHG�WR�PRYH�

DURXQG�LQ�FRPPRQ�DUHDV��7KLV�GRHVQ¶W�DOORZ�DSSURSULDWH�
GLVWDQFLQJ��8QOHVV�LQPDWHV�DUH�RQ�ORFNGRZQ��QR�RQH�FDQ�ZDON�
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LQ�WKH�VHFXUHG�DUHD�RU�WKH�KDOOZD\��ZLWKRXW�EHLQJ�FORVHU�WKDQ���
IRRW�WR�DQRWKHU�SHUVRQ��

��� %DUV�DQG�RSHQ�JULGV�GR�QRW�DOORZ�IRU�HIIHFWLYH�VRFLDO�
GLVWDQFLQJ��VLQFH�&29,'����FDQ�EH�WUDQVPLWWHG�E\�VXUIDFH�
�IRPLWH���ZKHUH�&29,'����FDQ�UHPDLQ�IRU������E\�ODUJH�GURSOHW��
ZKLFK�FDQ�EH�SURMHFWHG�DW�OHDVW���IHHW��DQG�E\�DHURVROL]HG�
SDUWLFOHV��ZKLFK�FDQ�KDQJ�LQ�WKH�DLU�IRU�VHYHUDO�KRXUV�DQG�FDQ�
EH�WUDQVPLWWHG�WKURXJK�YHQWLODWLRQ��

LLL�� 'LYLVLRQ�,,,�
��� ,QPDWHV�DUH�KRXVHG�LQ�FHOOV�ZLWK�VROLG�GRRUV²VWHHO�DQG�JODVV��

7KLV�DOORZV�IRU�PLWLJDWLRQ�RI�ODUJH�GURSOHW�DQG�DHURVROL]HG�
WUDQVPLVVLRQ�LQ�ZD\V�RSHQ�EDUV�DQG�JULGV�GR�QRW��

K�� ,QJUHVV�(JUHVV�6WDII�6FUHHQLQJV��7KH�HIIHFWLYHQHVV�RI�DQ\�PHDVXUH�WDNHQ�WR�
HQVXUH�WKDW�SHUVRQV�HQWHULQJ�WKH�MDLO��LQFOXGLQJ�MDLO�VWDII��DUH�QRW�FDUU\LQJ�WKH�
&29,'����YLUXV��

��� 'XH�WR�WKH�ORZ�FHQVXV��WKH�SDQGHPLF��DQG�WKH�GD\�EHLQJ�
6DWXUGD\��ZH�VDZ�YHU\�IHZ�SHRSOH�HQWHULQJ�DQG�H[FLWLQJ�
EXLOGLQJ��$OO�YLVLWRUV�KDG�WKHLU�WHPSHUDWXUH�WDNHQ�DQG�ZHUH�
DVNHG�WKUHH�VFUHHQLQJ�TXHVWLRQV���

��� 'LYLVLRQ�,��,�DVNHG�D�IHZ�RIILFHUV�LI�WKH\�ZHUH�WHVWHG�UHJXODUO\�
IRU�&29,'�����DQG�WKH\�UHSOLHG�WKDW�WKH\�ZHUH�WHVWHG�RQFH��%XW�
WKH\�JHW�WKHLU�WHPSHUDWXUH�FKHFNHG�ZKHQHYHU�WKH\�FRPH�LQWR�
WKH�EXLOGLQJ���7KLV�LV�QRW�DQ�HIIHFWLYH�WHVW��VLQFH�LW�KDV�EHHQ�
ZHOO�HVWDEOLVKHG�WKDW�DV\PSWRPDWLF�SHRSOH�VWLOO�VKHG�WKH�YLUXV���

��� 'LYLVLRQ�,,��,�GLG�QRW�DVN�WKLV�TXHVWLRQ�
��� 'LYLVLRQ�,,,���,�GLG�QRW�DVN�WKLV�TXHVWLRQ�

L�� 3XQLWLYH�7UDQVIHUV�DQG�5HWDOLDWLRQ��7KHUH�ZHUH�WKUHH�UHFXUUHQW�WKHPHV�WKDW�,�
IRXQG�YHU\�FRQFHUQLQJ�DW�DOO�WKUHH�'LYLVLRQV��RQH��QHZ�LQPDWHV�LQ�'LYLVLRQ�RQH�
ZHUH�TXDUDQWLQHG�IRU���GD\V�XSRQ�DGPLVVLRQ��WZR��LQPDWHV�ZHUH�SODFHG�RQ�
���KRXU�ORFNGRZQ�IRU�EHLQJ�WHVWLQJ�SRVLWLYH�IRU�WKH�YLUXV��WKUHH��LQPDWHV�
UHSRUWHG�EHLQJ�GLVLQFHQWLYL]HG�E\�ERWK�PHGLFDO�DQG�FRUUHFWLRQDO�VWDII�WR�VHHN�
PHGLFDO�FDUH�IRU�DQ\WKLQJ�RWKHU�WKDQ�FRPSODLQWV�UHODWHG�WR�FRURQDYLUXV��ZKLOH�
WKH�LQIRUPDWLRQ�WKDW�ZDV�SRVWHG�DERXW�WKH�YLUXV�ZDV�LQDGHTXDWH�DQG�RXW�RI�
GDWH���

��� 'LYLVLRQ����7KH�FRURQDYLUXV�TXDUDQWLQH�XQLW�KDV�PHQ�RQ����
KRXU�ORFNGRZQ�VLPSO\�EHFDXVH�RI�WKH�DUH�QHZ�WR�WKH�IDFLOLW\��
7KH�TXDUDQWLQH�XQLW�KROG�PHQ�IRU���GD\V�IRU�REVHUYDWLRQ�IRU�
GHYHORSPHQW�RI�&29,'����VLJQV�DQG�V\PSWRP��,�ZDV�WROG�E\�
WKH�&2¶V�WKDW�WKLV���GD\�SROLF\�ZDV�UHFRPPHQGHG�E\�:HOOSDWK��
WKH�FRQWUDFWHG�KHDOWK�FDUH�SURYLGHU��,�KDYH�QRW�VHHQ�WKLV�SROLF\��
EXW�,�KDYH�DOVR�QRW�VHHQ�DQ\�UHFRPPHQGDWLRQ�IRU�D���GD\�
REVHUYDWLRQ�E\�WKH�&'&��
KWWSV���ZZZ�FGF�JRY�FRURQDYLUXV������
QFRY�FRPPXQLW\�FRUUHFWLRQ�GHWHQWLRQ�JXLGDQFH�FRUUHFWLRQDO�
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GHWHQWLRQ�KWPO�7KH�VWUXFWXUH�RI�WKH�XQLW²ZLWK�RSHQ�EDUV��GRHV�
QRW�DOORZ�IRU�VRFLDO�GLVWDQFLQJ�RU�FRKRUWLQJ�LQPDWHV�LQ�D�VLQJOH�
XQLW��VR�UHLQIHFWLRQ�LV�SRVVLEOH�ZLWKLQ�D���GD\�SHULRG��

��� 'LYLVLRQ����7KH�FRURQDYLUXV�TXDUDQWLQH�XQLW�KDV�PHQ�RQ����
KRXU�ORFNGRZQ�VLPSO\�EHFDXVH�RI�WKHLU�WHVWLQJ�VWDWXV��7KH�
VWUXFWXUH�RI�WKH�XQLW�GRHV�QRW�DOORZ�IRU�VRFLDO�GLVWDQFLQJ��VR�
UHLQIHFWLRQ�LV�SRVVLEOH�ZLWKLQ�D����GD\�EORFN��6HYHUDO�LQPDWHV�
UHSRUWHG�GHOD\HG�DQG�LJQRUHG�UHTXHVWV�IRU�PHGLFDO�FDUH��

��� 'LYLVLRQ����7KH�FRURQDYLUXV�TXDUDQWLQH�XQLW�KDV�PHQ�RQ����
KRXU�ORFNGRZQ�VLPSO\�EHFDXVH�RI�WKHLU�WHVWLQJ�VWDWXV��7KH�
VWUXFWXUH�RI�WKH�XQLW�GRHV�DOORZ�IRU�VRFLDO�GLVWDQFLQJ��EXW�ZKHQ�
PHQ�DUH�RQ�ORFN�GRZQ��WKH\�DUH�XQDEOH�WR�VSHDN�WR�HDFK�RWKHU�
GXH�WR�WKH�VROLG�VXUIDFH�GRRUV��7KLV�LVRODWLRQ�KDV�EHHQ�VKRZQ�
WR�LQFUHDVH�DQ[LHW\��GHSUHVVLRQ��DQG�VXLFLGDOLW\�DPRQJ�
LQFDUFHUDWLRQ�SRSXODWLRQV��,QPDWHV�UHSRUWHG�GHOD\HG�DQG�
LJQRUHG�UHTXHVWV�IRU�PHGLFDO�FDUH��

��� 7R�WKH�H[WHQW�\RX�ZHUH�XQDEOH�WR�REVHUYH��RU�RWKHUZLVH�REWDLQ�LQIRUPDWLRQ�DERXW��DQ\�
RI�WKH�DERYH�OLVWHG�LVVXHV��SURYLGH�DQ�H[SODQDWLRQ��

D�� ,�GLG�QRW�LQVSHFW�DQ�LQYHQWRU\�RI�33(��FOHDQLQJ�VXSSOLHV��DQG�K\JLHQH�
VXSSOLHV��$QG�WKDW�LV�P\�IDXOW�IRU�QRW�DVNLQJ��'XH�WR�WKH�WLPHIUDPH�RI�WKH�
LQVSHFWLRQ�GRFXPHQW�EHLQJ�UHOHDVHG��,�GLG�QRW�KDYH�D�SDSHU�FRS\�RI�LW���

E�� &RUSRUDWLRQ�&RXQVHO�VHHPHG�WR�KDYH�GLIIHUHQW�LQWHUSUHWDWLRQV�RI�ZKRP�,�FRXOG�
DQG�FRXOG�QRW�LQWHUYLHZ��,�NQHZ�,�FRXOG�DQG�VKRXOG�LQWHUYLHZ�LQPDWHV��%XW�,�
DOVR�DVVXPHG�,�FRXOG�VSHDN�WR�RIILFHUV�DQG�PHGLFDO�VWDII��,�ZDV�DEOH�WR�VSHDN�
WR�DOO�SDUWLHV�DW�'LYLVLRQ�,��$W�'LYLVLRQ�,,��3DXO�2¶1HLOO�WRRN�WKH�SODFH�RI�6XH�
+DPPRQG��+H�DQG�SODLQWLII¶V�FRXQVHO�$OOLVRQ�.ULJHU�DUJXHG��LQ�IURQW�RI�XV��WKH�
DSSURSULDWHQHVV�RI�PH�VSHDNLQJ�WR�D�QXUVH�LQ�WKH�PHGLFDO�DUHD��:KLOH�WKLV�
ZDV�RII�SXWWLQJ�WR�ERWK�WKH�QXUVH�DQG�PH��,�KDG�WKH�LQIRUPDWLRQ�IURP�WKH�
PHGLFDO�VWDII�,�QHHGHG��DQG�,�HQGHG�WKH�FRQYHUVDWLRQ�DQG�DSRORJL]HG�WR�WKH�
QXUVH��,�GLG�QRW�DWWHPSW�WR�DVN�TXHVWLRQV�RI�WKH�PHGLFDO�VWDII�LQ�'LYLVLRQ�,,,��
�

��� 5HFRPPHQGDWLRQV�
�

D�� &RQWLQXH�UHGXFLQJ�WKH�MDLO�SRSXODWLRQ�DV�TXLFNO\�DV�SRVVLEOH�WR�UHGXFH�
VLFNQHVV�DQG�GHDWK�DPRQJ�LQPDWHV��FRUUHFWLRQDO�VWDII��DQG�PHGLFDO�VWDII��
5HGXFLQJ�WKH�VL]H�RI�WKH�SRSXODWLRQ�LQ�MDLOV�LV�FUXFLDOO\�LPSRUWDQW�WR�UHGXFLQJ�
WKH�OHYHO�RI�ULVN�ERWK�IRU�ZKR�ERWK�DUH�KRXVHG�DQG�ZRUN�ZLWKLQ�WKRVH�IDFLOLWLHV�
DQG�IRU�WKH�FRPPXQLW\�DW�ODUJH��5DWLRQDOH���
L�� )URP�D�SXEOLF�KHDOWK�SHUVSHFWLYH��LW�LV�P\�VWURQJ�RSLQLRQ�WKDW�WKHUH�LV�

QR�ZD\�VKRUW�RI�UHOHDVH�WR�SURWHFW�WKH�PHGLFDOO\�YXOQHUDEOH�IURP�JUDYH�
ULVN�RI�LPPLQHQW�LQIHFWLRQ�DQG�GHDWK���

LL�� $OWKRXJK�PLWLJDWLRQ�DQG�FRQWDLQPHQW�VWUDWHJLHV�DUH�YLWDO��WKH\�DUH�
PHUHO\�RQH�SLHFH�RI�WKH�SX]]OH��7KH�ORZHU�WKH�MDLO�RU�SULVRQ�SRSXODWLRQ��
WKH�PRUH�HIIHFWLYH�WKHVH�VWUDWHJLHV�ZLOO�EH��)HZHU�SHRSOH�LQ�D�IDFLOLW\�
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PHDQV�EHVW�SUDFWLFHV�ZLOO�EH�PRUH�SRVVLEOH��IHZHU�FRPPXQLW\�
UHVRXUFHV�ZLOO�EH�QHHGHG��DQG�RWKHU�LQPDWHV�DQG�FRUUHFWLRQDO�VWDII�ZLOO�
EH�VDIHU���

LLL�� 'LYLVLRQV�,�DQG�,,�KDYH�QR�SK\VLFDO�EDUULHU�RQ�WKH�IURQW�FHOO�ZDOO��VR�
HYHQ�ZLWK�DOWHUQDWH�FHOO�XVDJH��DHURVROL]HG�YLUXV�FDQ�LQIHFW�RWKHU�
LQPDWHV�LQ�WKH�XQLW���

LY�� ,Q�'LYLVLRQ�,,��VRFLDO�GLVWDQFLQJ�LV�LPSRVVLEOH�IRU�LQPDWHV�DV�ZHOO�DV�IRU�
VWDII�GRLQJ�URXQGV��
�

E�� 'HYHORS�DQG�LPSOHPHQW�D�VFKHGXOH�IRU�URXWLQH�WHVWLQJ�RI�DOO�LQPDWHV�DQG�VWDII��
$V�ORQJ�DV�LQPDWHV�DQG�VWDII�HQWHU�DQG�OHDYH�WKH�IDFLOLWLHV�ZLWK�WKHLU�VWDWXV�
XQNQRZQ��WKH�IDFLOLWLHV�EHFRPH�LQFXEDWRUV�IRU�WKH�YLUXV��7KH�YLUXV�FDQ�QRW�RQO\�
EH�EURXJKW�LQWR�WKH�IDFLOLWLHV��LW�FDQ�EH�EURXJKW�EDFN�RXW�WR�VWDNHKROGHUV¶�
KRPHV�DQG�FRPPXQLWLHV���
�

F�� )ROORZ�&'&�JXLGHOLQHV��,QWHULP�*XLGDQFH�RQ�0DQDJHPHQW�RI�&RURQDYLUXV�
'LVHDVH�������&29,'�����LQ�&RUUHFWLRQDO�DQG�'HWHQWLRQ�)DFLOLWLHV��
KWWSV���ZZZ�FGF�JRY�FRURQDYLUXV������QFRY�FRPPXQLW\�FRUUHFWLRQ�
GHWHQWLRQ�JXLGDQFH�FRUUHFWLRQDO�GHWHQWLRQ�KWPO�
L�� 3URYLGH�WKH�QHFHVVDU\�WRROV�IRU�LQPDWHV�DQG�VWDII�WR�PLWLJDWH�WKH�ULVN�

RI�&29,'�����LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��
��� )UHH�VRDS��RQ�GHPDQG��LQ�DGHTXDWH�TXDQWLWLHV�IRU�K\JLHQH�
��� 8VH�RI�&'&�UHFRPPHQGHG�FOHDQLQJ�DJHQWV�RQ�D�UHJXODU�DQG�

DV�QHHGHG�EDVLV�
��� 3RVWHG�FOHDQLQJ�VFKHGXOHV�IRU�WKH�WUXVWHHV�DQG�WKH�LQGLYLGXDO�

LQPDWHV�WR�SURPRWH�FOHDQHU�FHOOV�DQG�FRPPRQ�DUHD�
LL�� 8SGDWH��SRVW��DQG�GLVWULEXWH�XS�WR�GDWH�HGXFDWLRQDO�PDWHULDOV�LQ�DOO�

DUHDV�RI�WKH�MDLO��8VH�&'&�PDWHULDOV�
KWWSV���ZZZ�FGF�JRY�FRURQDYLUXV������QFRY�V\PSWRPV�
WHVWLQJ�V\PSWRPV�KWPO��3URYLGH�HGXFDWLRQ�DQG�JXLGDQFH�WR�VWDII��
LQPDWHV��DQG�RWKHU�YLVLWRUV��5HYLHZ�LQIRUPDWLRQ�ZLWK�DOO�VWDNHKROGHUV�
RQ�D�SXEOLVKHG��VFKHGXOHG�EDVLV�

�
G�� $GMXVW�PHGLFDO�VHUYLFHV�WR�PHHW�WKH�GHPDQG�RI�WKLV�SRSXODWLRQ�GXULQJ�WKH�

SDQGHPLF��6WRS�GLVLQFHQWLYL]LQJ�LQPDWHV�IURP�VLFN�FDOO�DQG�VHHNLQJ�
DVVLVWDQFH��&ODULI\�FOLQLF�KRXUV�IRU�URXWLQH�FDUH�DQG�XUJHQW�FDUH��LQFOXGLQJ�
RWKHU�LQIHFWLRQV�DQG�WUDXPD���7KHUH�DUH�D�IHZ�SKRWRV�IURP�WKLV�SKRWR�WKDW�
GRFXPHQW�DGYHUVH�RXWFRPHV�IURP�GHOD\�LQ�FDUH���&RQVLGHU�H[SDQGLQJ�
WHOHKHDOWK�ZLWKLQ�WKH�ZDOOV�DQG�DPRQJ�WKH�IDFLOLWLHV���
�

H�� 3URYLGH�DGHTXDWH�33(��(GXFDWH�VWDII��LQPDWHV��DQG�YLVLWRUV�UHJDUGLQJ�SURSHU�
XVH�RI�33(��6WDII�VKRXOG�UROH�PRGHO�VRFLDO�GLVWDQFH�DQG�PDVN�XVH��3URYLGH�
IUHVK�VXUJLFDO�PDVN�QR�OHVV�IUHTXHQWO\�WKDQ�ZHHNO\��5HSODFH�VRLOHG�DQG�WRUQ�
PDVNV�DV�QHHGHG��

APPENDIX E-11



3DJH����RI����
�

�
I�� 'LVFRQWLQXH�GRXEOH�EXQNLQJ�LQ�'LYLVLRQ�,��,W�GRHV�QRW�DOORZ�IRU�VRFLDO�

GLVWDQFLQJ��
�

J�� 0LQLPL]H����KRXU�ORFNGRZQ�DQ\ZKHUH��EXW�SDUWLFXODUO\�LQ�'LYLVLRQ�,,O��7KHVH�
PHQ�DUH�HVVHQWLDOO\�EHLQJ�SXQLVKHG�IRU�WHVWLQJ�SRVLWLYH��7KH\�PD\�RU�PD\�QRW�
EH�LOO��7KH�FXUUHQW�LVRODWLYH�SUDFWLFH�LQFUHDVHV�DQ[LHW\��GHSUHVVLRQ��DQG�
VXLFLGDOLW\���
�

K�� 'HYHORS�D�EDFN�XS�SODQ�IRU�FOHDQLQJ�WKDW�LV�QRW�GHSHQGHQW�RQ�WUXVWHHV��
�

L�� 6WRS�KRXVLQJ�LQPDWHV�LQ�'LYLVLRQ�,,�DV�VRRQ�DV�SRVVLEOH��$QG�WKHQ�VWRS�
UHTXLULQJ�VWDII�WR�ZRUN�WKHUH��
L�� 7KH�SK\VLFDO�FRQGLWLRQV�DUH�ILOWK\�DQG�FDQQRW�EH�DGHTXDWHO\�FOHDQHG�

GXH�WR�SHUYDVLYH�GLVUHSDLU��LUUHJXODU�VXUIDFHV��UXVW��SDLQW�SHHOLQJ�DQG�
FKLSSLQJ��PLOGHZ��DQG�PROG��,QGLYLGXDOV�LQ�WKLV�IDFLOLW\�DUH�DW�DQ�
LQFUHDVHG�ULVN�RI��EXW�QRW�OLPLWHG�WR��FRQWUDFWLQJ�WKH�IROORZLQJ��WHWDQXV��
FRQWDFW�DQG�DLUERUQH�LQIHFWLRQ��ZRUVHQLQJ�RI�FKURQLF�FRQGLWLRQV��DQG�
H[DFHUEDWLRQ�RI�UHVSLUDWRU\�FRQGLWLRQV��

LL�� ,W�LV�LPSRVVLEOH�IRU�LQPDWHV�WR�SK\VLFDOO\�GLVWDQFH�ZKHQ�WKH\�DUH�RXW�RI�
WKHLU�FHOOV��/LNHZLVH��LW�LV�LPSRVVLEOH�IRU�RIILFHUV�DQG�RWKHU�VWDII�ZDONLQJ�
WKH�KDOOZD\V�LQ�WKH�XQLWV�WR�PDLQWDLQ���IHHW�GLVWDQFH���

LLL�� $HURVROL]HG�YLUXV�FDQQRW�EH�FRQWDLQHG�LQ�D�FHOO�ZLWK�EDUV��
LY�� ,QPDWHV�UHSRUW�DQG�,�REVHUYHG�FRQVHTXHQFHV�RI�D�OHYHO�RI�FDUH�DQG�

DWWHQWLRQ�IDU�EHORZ�WKH�RWKHU�WZR�IDFLOLWLHV��,W�DSSHDUV�WKDW�WKH�LQPDWHV�
DUH�QRW�UHFHLYLQJ�EDVLF�PHGLFDO�FDUH�RU�WKH�K\JLHQH�VXSSOLHV��

�
�

Fred Rottnek, MD 
)UHG�5RWWQHN��0'��0$+&0��
3URIHVVRU�DQG�'LUHFWRU�RI�&RPPXQLW\�0HGLFLQH�
3URJUDP�'LUHFWRU��$GGLFWLRQ�0HGLFLQH�)HOORZVKLS�
3URIHVVRU�DQG�0HGLFDO�'LUHFWRU��3K\VLFLDQ�$VVLVWDQW�3URJUDP��'RLV\�&ROOHJH�RI�+HDOWK�6FLHQFH�
3URIHVVRU��&HQWHU�IRU�+HDOWK�/DZ�6WXGLHV��6FKRRO�RI�/DZ�

�
� �
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$SSHQGL[�$�
�
:D\QH�&RXQW\�4XHVWLRQ�%DQN�

x� +RZ�DUH�\RX"�
x� :KDW�KDYH�\RX�EHHQ�WROG�DERXW�&29,'����&RURQDYLUXV"�
x� :KDW�KDYH�\RX�EHHQ�WROG�DERXW�SK\VLFDO�VRFLDO�GLVWDQFLQJ"�
x� :KDW�KDYH�\RX�EHHQ�JLYHQ�WR�SURWHFW�\RXUVHOI"�+RZ�RIWHQ�DUH�\RX�VXSSOLHG"�
x� +DYH�\RX�EHHQ�WROG�KRZ�DQG�ZK\�WR�ZHDU�D�PDVN"�
x� +\JLHQH�VXSSOLHV��GR�\RX�KDYH�WR�SXUFKDVH"��
x� &OHDQLQJ�VXSSOLHV�
x� $UH�SHRSOH�FOHDQLQJ"�+RZ�RIWHQ"�
x� 'R�SHRSOH�XVH�WKHLU�33("�
x� +DYH�\RX�EHHQ�UHFHLYLQJ�DQ\�QHHGHG�PHGLFDO�FDUH²LQFOXGLQJ�PHQWDO�KHDOWK�FDUH"�
x� +DYH�\RX�EHHQ�DEOH�WR�XVH�6LFN�&DOO"�
x� $UH�\RX�EHLQJ�ORFNHG�GRZQ�GLIIHUHQWO\"�0RUH�RIWHQ"�+RZ"�
x� +DV�VWDIILQJ�SDWWHUQV�FKDQJHG�ZLWK�RIILFHUV�DQG�RU�PHGLFDO�VWDII"�
x� +DYH�WKH\�FKDQJHG�DFFHVV�WR�SKRQHV�DQG�RU�RWKHU�FRPPXQLFDWLRQ"�
x� :KDW�GR�\RX�ZDQW�PH�WR�NQRZ�DERXW�\RXU�H[SHULHQFH�ZLWK�&29,'���"�

�
�

� �

APPENDIX E-13



3DJH����RI����
�

$SSHQGL[�%�
�
9LVLW�QRWHV�
��� 'LYLVLRQ�,�

D�� /REE\�
L�� /LPLWHG�VLJQDJH�
LL�� 2XWGDWHG�VLJQDJH�
LLL�� 6LJQDJH�LV�IURP�KHDOWK�GHSDUWPHQW�

��� 'RHVQ¶W�PHQWLRQ�&29,'�
��� 7DONV�DERXW�XVLQJ�WLVVXHV�WR�FRYHU�FRXJK�
��� 'RHVQ¶W�PHQWLRQ�PDVNV�

E�� .LWFKHQ��VSRNH�ZLWK�VXSHUYLVRU�
L�� ³:H�FDQ¶W�FOHDQ�OLNH�ZH¶UH�VXSSRVHG�WR´�EHFDXVH�WKH\�XVHG�WR�KDYH�������

WUXVWHHV��QRZ��RQO\����
LL�� ³:H�FOHDQ�GDLO\´�

F�� 0HGLFDO�FOLQLF�
L�� :KHQ�ZH�ZDONHG�LQ�WKH�WZR�&2¶V�VLWWLQJ�WKHUH�ZHUH�VLWWLQJ�VLGH�E\�VLGH��WZR�

IHHW�DSDUW��ZLWKRXW�ZHDULQJ�PDVNV�
LL�� :KHQ�DVNHG�DERXW�WKH�VFKHGXOH�RI�SURYLGHUV�DQG�LI�LW�LV�FXUUHQWO\�DGHTXDWH�IRU�

LQPDWH�QHHGV��WKH�&2¶V�ZHUH�XQVXUH�DERXW�WKH�SURYLGHU�VFKHGXOHV��7KH\�
VWDWHG�WKDW�WKHUH�LV�D�QHZ�GRFWRU�EHLQJ�WUDLQHG���

LLL�� :HOOSDWK�SURYLGHV�DOO�WKH�PHGLFDO�SURIHVVLRQDOV��WKH�&RXQW\�MXVW�KDV�D�
FXVWRGLDO�IXQFWLRQ��&RXQW\�FOHDQV�FOLQLF��LW�DSSHDUHG�FOHDQ��EXW�FOXWWHUHG��

LY�� 0HGLFDO�DSSDUHQWO\�UHFRPPHQGV�D�WKUHH�GD\�SURWRFRO�IRU�TXDUDQWLQH�LVRODWLRQ�
RI�QHZ�LQPDWHV���8QFOHDU�ZKHUH�WKLV�FRPHV�IURP���

Y�� 6WDII�UHSRUWHG�WKDW�WKH�&RXQW\�SURYLGHV�EOHDFK�DQG�6LPSOH�*UHHQ�IRU�FOHDQLQJ�
�6LPSOH�JUHHQ�GRHV�QRW�NLOO�&29,'�����KWWSV���VLPSOHJUHHQ�FRP�QHZV�DQG�
PHGLD�FRURQDYLUXV�IDT��

YL�� 6WDII�LQ�WKH�PHGLFDO�XQLW�VWDWH�WKDW�WKH\�RQO\�JHW�WHPSHUDWXUH�FKHFNV�RQ�D�
UHJXODU�EDVLV��QRW�&29,'����WHVWLQJ�

YLL�� $OO�LQPDWHV�ZHUH�WHVWHG�RQ��������
YLLL�� 8QLWV�DUH�SURYLGHG�ZLWK�PRS�EXFNHWV�DQG�FOHDQLQJ�VXSSOLHV�HYHU\�GD\V��

,QPDWHV�FDQ�XVH�WKHVH�ZKHQHYHU�WKH\�DVN�
L[�� ,QPDWHV�DUH�ZULWWHQ�XS�LI�WKH\�GRQ¶W�FOHDQ�WKHLU�FHOOV�
[�� ,Q�WKH�PHGLFDO�XQLW����LQPDWHV�DUH�FXUUHQWO\�KRXVHG�LQ���URRPV�
[L�� 2QH�URRP�RQ�WKH�XQLW�KDG���SDWLHQWV�LQ�WKH�URRP��7KH\�QHHG�UHJXODU��GDLO\�

QXUVLQJ�FDUH��PRVW�QHHG�&3$3�GXH�WR�VOHHS�DSQHD��7KHLU�EHGV�ZHUH�QRW�
GLVWDQFH���RU�PRUH�IHHW�DSDUW��$�WUXVWHH�FOHDQV�WKHLU�VKDUHG�VKRZHU�DQG�WRLOHW�
GDLO\��7KH�UHFHQW�WUXVWHH�ZLWK�WKLV�GXW\�ZDV�UHOHDVHG�\HVWHUGD\��

G�� +RXVLQJ�IRU�LQPDWHV�ZLWK�PHQWDO�KHDOWK�GLDJQRVHV�
L�� &HQVXV�LV�YHU\�ORZ�RQ�WKH�IORRU�����LQPDWHV�ZLWK�FDSDFLW\�IRU�����
LL�� 7KHUH�LV�QR�GRXEOH�EXQNLQJ�
LLL�� &HOO�GRRUV�IURQW�ZDOOV�DUH�YHUWLFDO�EDUV��DHURVROL]HG�SUREOHPV��
LY�� 7KH�VWDII�DGPLWWHG�WKH\�DUH�VKRUW�RQ�WUXVWHHV�IRU�FOHDQLQJ�
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Y�� 6WDII�VWDWHG�WKDW�WKH\�KDYH�DGHTXDWH�VWDIILQJ�GXULQJ�WKH�ZHHN��EXW�ZHHNHQGV�
KDYH�EHHQ�FKDOOHQJLQJ��ERWK�GXH�WR�UHJXODU�VWDIILQJ�VKRUWDJHV�DQG�LQFUHDVHG�
VKRUWDJHV�GXH�WR�&29,'������

YL�� :H�VSRNH�WR�'U��0F&DXOH\��'13��ZKR�ZDV�VHHLQJ�LQPDWHV�WKDW�GD\��6KH�KDV�
H[WHQVLYH�H[SHULHQFH�ZRUNLQJ�WKH�FRXQW\�DQG�WKH�MDLOV��6KH�IHHOV�VKH�KDV�
ZKDW�VKH�QHHGV�WR�WDNH�FDUH�RI�LQPDWHV��6KH�QRWHG�LQFUHDVHG�DQ[LHW\�ZLWK�
&29,'�����PRUH�LVRODWLRQ��DQG�XQHDVH�DERXW�WKH�IXWXUH��'U��0F&DXOH\�VWDWHG�
VKH�ZRXOG�OLNH�LQFUHDVHG�DFFHVV�WR�WHOHKHDOWK�IRU�WKH�LQPDWHV��6KH�ILQGV�WKDW�
DQ�HIIHFWLYH�ZD\�RI�SURYLGLQJ�FDUH��

H�� ��WK�IORRU��4XDUDQWLQH�XQLW�
L�� 1LQH�LQPDWHV�DW�SUHVHQW�
LL�� &HOO�GRRUV�IURQW�ZDOOV�DUH�JULG�OLNH�VWHHO��DHURVROL]HG�SUREOHPV��
LLL�� 7KLV�LV�WKH�XQLW�ZKHUH�LQPDWHV�DUH�TXDUDQWLQHG�IRU���GD\V��DQG��LI�WKH\�GLVSOD\�

RU�GHYHORS�QR�VLJQV�DQG�RU�V\PSWRPV�RI�&29,'�����WKH\�DUH�VHQW�RXW�WR�
DQRWKHU�KRXVLQJ�XQLW��

LY�� ,QPDWH�LQWHUYLHZV�
��� /HPDU�6WDQOH\��LQFDUFHUDWHG�IRU���PRQWKV��

D�� +H�VWDWHV�KH�LV�ZDLWLQJ�IRU�D�KHDULQJ�
E�� +H�UHSRUWV�JHWWLQJ�FOHDQLQJ�VXSSOLHV�LI�KH�DVNV�IRU�LW��
F�� +H�UHSRUWV�KH�JHWV�DQ�DGHTXDWH�VXSSO\�RI�VRDS�LI�KH�DVNV�IRU�LW��
G�� +H�UHSRUWV�QR�FRQFHUQV�ZLWK�UHVSRQVLYHQHVV�RI�PHGLFDO�WHDPV�

RU�&2¶V�
��� 'DPDVL�&RRN��LQFDUFHUDWHG�IRU���GD\V��

D�� +H�VWDWHV�KH�KDV�UHFHLYHG�QR�LQIRUPDWLRQ�RQ�&29,'����
E�� +H�VWDWHV�KH�UHFHQWO\�KDG�VXUJHU\�RQ�KLV�EDFN��+DUSHU�

+RVSLWDO���EXW�KH�KDV�QRW�VHHQ�D�GRFWRU�KHUH�DQG�KLV�PHGV�
ZHUHQ¶W�FRQWLQXHG�

F�� +H�VWDWHG�FHOOV�DUH�QRW�FOHDQHG�UHJXODUO\�
I�� �WK�IORRU��:RPHQ¶V�IORRU�

L�� $OO�WKH�ZRPHQ�LQ�:D\QH�&RXQW\�FXVWRG\�DUH�KRXVHG�LQ�'LYLVLRQ���
LL�� :KHQ�ZH�ZDONHG�LQ��LQPDWHV�ZHUH�XVLQJ�WKH�FRPPRQ�VSDFH��2QH�ZRPHQ�

ZDV�GRLQJ�DQRWKHU�ZRPDQ¶V�KDLU�
��� ,QPDWH�LQWHUYLHZV�

D�� 5KLRQQD�1LFKROV��LQFDUFHUDWHG�IRU���PRQWKV��
L�� 2YHUDOO�VKH�VWDWHV�VKH¶V�GRLQJ�ZHOO�
LL�� 6KH�UHSRUWV�KDYLQJ�DGHTXDWH�FOHDQLQJ�VXSSOLHV�DQG�

VRDS�
LLL�� 6KH�VWDWHV�VKH�ZDV�WROG�ZK\�VKH�QHHGV�WR�ZHDU�PDVN�
LY�� 6KH�UHSRUWHG��DV�GLG�VXEVHTXHQW�LQWHUYLHZHHV��WKDW�VKH�

JHWV�D�QHZ�PDVN�RQFH�HYHU\�WZR�ZHHNV��%\�WKHQ��WKH�
PDVN�LV�GLUW\�DQG�IDOOLQJ�DSDUW�

E�� &KULVWLDQD�&DUH\��LQFDUFHUDWHG�IRU���PRQWKV��
L�� 6KH¶V�ZDLWLQJ�RQ�D�FRXUW�GDWH�
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LL�� 6KH�VWDWHV�DOO�WKH�LQIRUPDWLRQ�WKH\�JHW�RQ�&29,'����LV�
IURP�ZDWFKLQJ�WKH�QHZV�

LLL�� 6KH¶V�FRQFHUQHG�DERXW�WKH�RIILFHUV�EULQJLQJ�LQ�WKH�YLUXV�
IURP�WKH�RXWVLGH�

LY�� 6KH�DOVR�UHSRUWV�LQDGHTXDF\�RI���ZHHN�PDVN�VXSSO\�
Y�� 6KH�VWDWHV�WKHUH�LV�DGHTXDWH�FOHDQLQJ�VXSSOLHV�

J�� ��WK�IORRU��JHQHUDO�SRSXODWLRQ��PDOH��
L�� :KHQ�ZH�DUULYHG�RQ����,�VDZ���WUXVWHHV�LQ�WKH�XQLW��7KH\�ZHUH�VWDQGLQJ�QH[W�

WR�HDFK�RWKHU�ZLWK�WKHLU�PDVNV�RII��
LL�� ,QPDWH�LQWHUYLHZV�

��� 'DYH�(OOHFFKLD�
D�� +H�ZDV�SURYLGHG�QR�LQIRUPDWLRQ�RQ�&29,'�����RQ�PDVNV�RU�

KRZ�WR�XVH�WKHP��
E�� +H�VWDWHV�WKH\�GRQ¶W�JHW�FOHDQLQJ�VXSSOLHV��
F�� 7KH�VRDS�VXSSO\�LV�ILQH��
G�� +H�DOVR�VWDWHG�WKH�PDVNV�ZHUH�WRR�LQIUHTXHQW�

��� &RUH\�6LPPV��ZKR�GLGQ¶W�ZHDU�D�PDVN�GXULQJ�WKH�LQWHUYLHZ�WKURXJK�
KLV�FHOO�JULG��

D�� +H�VWDWHG�WKDW�KH�ZDV�WROG�QRWKLQJ�DERXW�&29,'����
E�� +H�VWDWHG�WKDW�XQLW�LV�FOHDQHG�RQO\�RQFH�HYHU\�IHZ�ZHHNV�
F�� +H�VWDWHG�WKDW���QLJKWV�DJR��WKH�&2¶V�WRRN�RXW�DQ�LQPDWH�RQ�

WKH�XQLW��DIWHU�WHOOLQJ�KLP�LQ�IURQW�RI�HYHU\RQH�WKDW�KH�WHVWHG�
SRVLWLYH�

��� 5REHUW�/LWWQHU��,QFDUFHUDWHG�IRU���PRQWKV��
D�� +H�LV�FRQFHUQHG�DERXW�WKH�VWDII�FRPLQJ�DQG�LQ�RXW�RI�WKH�

EXLOGLQJ�UHJXODUO\�DQG�EULQJLQJ�WKH�YLUXV�LQWR�WKH�MDLO��
E�� +H�VWDWHG�WKDW�DOO�WKH�LQPDWHV�JRW�WHVWHG�RQ�)ULGD\�������������
F�� +H�VWDWHG�PDQ\�RI�WKH�GHSXWLHV�GRQ¶W�ZHDU�PDVNV��
G�� +H�VWDWHG�LW¶V�GLIILFXOW�WR�JHW�FOHDQLQJ�VXSSOLHV��
H�� +H�UHSRUWHG�WKDW�ZKHQ�KH�FDPH�LQ�)HEUXDU\��KH�KDG�V\PSWRPV�

FRQVLVWHQW�ZLWK�&29,'�����EXW�KH�FRXOG�JHW�WKH�VWDII�WR�WDNH�
KLP�VHULRXVO\��6R��KH�IDNHG�D�IDLQW��+H�ZDV�JLYHQ�D�&;5��DQG�
D�ILYH�GD\�FRXUVH�RI�DQWLELRWLFV��6LQFH�KH�GLGQ¶W�JHW�EHWWHU�ZLWK�
WKDW��KH�ZDV�JLYHQ�D�FRXUVH�RI�DPR[LFLOOLQ���

��� 6HDQ�:LOOLV��LQFDUFHUDWHG�VLQFH�������
D�� +H�VWDWHV�WKDW�KLV�FRXUW�GDWH�NHHSV�EHLQJ�SXVKHG���ZHHNV�DW�D�

WLPH�
E�� +H�KDV�VLFNOH�FHOO��DQG�KH¶V�KDG���FULVHV�VLQFH�KH¶V�EHHQ�LQ�

'LYLVLRQ����EXW�KH�KDVQ¶W�EHHQ�WUHDWHG�SURSHUO\��
F�� +H�IHHOV�KLV�KHDOWK�DQG�KLV�OHJDO�PDWWHUV�KDYH�EHHQ�GHOD\HG�

³GXH�WR�&RURQD´�
��� 5REHUW�0RUDQ�

D�� 2Q�P\�ZD\�RXW��WKLV�LQPDWH�VWRSSHG�PH�WR�VKRZ�PH�KLV�HOERZ��
+H�DVNHG�PH�LI�,�WKRXJKW�LW�ZDV�DQ�056$�LQIHFWLRQ��EHFDXVH�
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KH�FDQ¶W�JHW�DQ\RQH�WR�ORRN�DW�LW��+H�VWDWHV�KH�KDV�SXW�LQ�VLFN�
FDOO�UHTXHVWV��

��� 'LYLVLRQ�,,�
D�� 6LJQDJH�LV�ROG�DQG�LQDFFXUDWH��6LPLODU�FRQFHUQV�DV�DERYH��QR�PHQWLRQ�RI�&29,'����

RU�GHILQLWLRQ�RI�VRFLDO�SK\VLFDO�GLVWDQFLQJ�
E�� 0HGLFDO�XQLW�

L�� 1XUVH�&ROHPDQ��
��� ,�DVNHG�KHU�KRZ�KHU�ZRUN�KDV�FKDQJHG�ZLWK�&29,'�����+HU�ELJJHVW�

FRQFHUQ�LV�³PRYHPHQW�RI�WKH�LQPDWHV�´��³:K\�DUH�WKH�LQPDWHV�VWLOO�
KHUH�´�

��� ,�DVNHG�KHU�LI�VKH�IHOW�WKH\�ZHUH�DGHTXDWHO\�VWDIIHG�WR�PDQDJH�KHDOWK�
FDUH�ZLWK�&29,'�����6KH�VWDWHG�WKHUH�VKRXOG�EH���QXUVHV�RQ�HDFK�
VKLIW�DQG�WKDW�QXUVHV�DUH�ZRUNLQJ�ORWV�RI�RYHUWLPH���

��� ,�DVNHG�LI�WKH\�ZHUH�DEOH�WR�NHHS�XS�ZLWK�FKURQLF�FDUH�RI�WKH�LQPDWHV�
DQG�VLFN�FDOOV��6KH�VWDWHG�³QRW�UHDOO\��WR�EH�KRQHVW��GXH�WR�WKH�
VKRUWDJH��

��� 6KH�RIIHUHG�WKDW���RI�WKH�UHJXODU�SK\VLFLDQV�KDG�GLHG�IURP�&29,'�����
F�� �WK�)ORRU�

L�� )ORRU�SODQ�RIIHUV�OLWWOH�SURWHFWLRQ�IURP�&29,'����
��� :KHQ�LQPDWHV�DUH�RXW�RI�WKH�FHOOV��DV�WKH\�ZHUH�GXULQJ�RXU�YLVLW���WKH\�

FDQQRW�PDLQWDLQ�VRFLDO�SK\VLFDO�GLVWDQFLQJ�
��� 2QO\�VRPH�RI�WKH�LQPDWHV�ZRUH�PDVNV�DW�DQ\�WLPH�
��� 7KH�IRQW�DQG�GRRU�RI�HDFK�FHOO�LV�EDUV�

LL�� 7KH�EXLOGLQJ�LV�D�VWDWH�RI�GLVUHSDLU��ZKLFK�PDNHV�HIIHFWLYH�FOHDQLQJ�GLIILFXOW�WR�
LPSRVVLEOH�

��� 5XVW�RQ�EDUV�DQG�LQ�VKRZHUV��LQFOXGLQJ�WKH�ZDOOV�DQG�FHLOLQJ�RI�
VKRZHUV�

��� $SSDUHQWO\��WKHUH�LV�EODFN�PROG�LQ�WKH�VKRZHU�SOXPELQJ�
��� &KLSSLQJ�SDLQW�DQG�UXVW�RQ�WKH�PRVW�FHOO�GRRUV�DQG�ZDOOV�
��� 7KH�IORRU�LV�XQHYHQ�ZLWK�FKLSV�DQG�KROHV�
��� 9HQWV�LQ�LQPDWHV�DUH�XVXDOO\�DW�OHDVW�SDUWLDOO\�EORFNHG�E\�GLUW�DQG�

DLUERUQH�GXVW�
LLL�� ,QPDWHV�UHSRUW�WKDW�WKH\�UHFHLYH���VPDOO�WUDYHO�VL]H�PRWHO�VRDSV�HDFK�ZHHN��
LY�� ,QPDWHV�UHSRUW�WKDW�WKH\�RIWHQ�UHTXHVW�FOHDQLQJ�PDWHULDOV��EXW�WKH\�DUH�WROG�

WKDW�WKH\�GRQ¶W�KDYH�DQ\��
Y�� ,QPDWH�LQWHUYLHZV�

��� 'HDQJHOR�%XWWV��,QFDUFHUDWHG�IRU���PRQWKV��
D�� 7KH\�OHDUQ�DERXW�&29,'����IURP�WKH�QHZV��7KH�VLJQV�XS�RQ�

VRFLDO�GLVWDQFLQJ�DUHQ¶W�SRVVLEOH�LQ�WKHLU�VHW�XS��
E�� +H�VWDWHV�WKDW�KH¶V�FRQFHUQHG�WKDW�KH�KDV�EURQFKLWLV��EXW�KH�

KDV�QR�PHGV�DQG�FDQ¶W�JHW�DQ�DSSRLQWPHQW��
��� %DULXV�5RELVRQ��LQFDUFHUDWHG����PRQWKV��WR�EH�UHOHDVHG�0RQGD\��

D�� +H�VWDWHV�WKH\�ILUVW�UHFHLYHG�PDVNV�RQ������
E�� 6RFLDO�GLVWDQFLQJ�LV�LPSRVVLEOH�

APPENDIX E-17



3DJH����RI����
�

F�� +H�LV�ZRUULHG�DERXW�VKHULIIV�EULQJLQJ�YLUXV�LQWR�WKH�IDFLOLWLHV��
DQG�WKH\�DUH�LQFRQVLVWHQW�ZLWK�ZHDULQJ�PDVNV�

��� &KULVWRSKHU�0RRUH��LQFDUFHUDWHG����PRQWKV��ZDLWLQJ�RQ�WULDO��
D�� +H�VWDWHV�IRRG�TXDOLW\�KDV�GHWHULRUDWHG�IXUWKHU��
E�� +H�LV�DZDLWLQJ�WHVW�UHVXOWV�IURP�����
F�� +H�GHPRQVWUDWHG�WKDW�WKHUH�LV�SRRU�ZDWHU�SUHVVXUH�ZLWK�WLPHG�

ZDWHU�IDXFHW�
G�� +H�FRPPHQWHG�RQ�WKH�LQDGHTXDF\�RI�VRDS�DQG�VKRZHG�PH�WKH�

a���R]��WUDYHO�VL]H�EDU��
��� 2PDU�7D\ORU��LQFDUFHUDWHG���PRQWKV��

D�� +H�GHPRQVWUDWHG�WKH�DSSDUHQW�EODFN�PROG�FRQWDPLQDQW�WKDW�LV�
SDUW�RI�WKH�SOXPELQJ�E\�SUHVVLQJ�WKH�FRPPXQDO�VKRZHU�EXWWRQ�
DQG�VKRZLQJ�PH�WKH�EODFN�VXEVWDQFH�WKDW�DFFXPXODWHG�RQ�KLV�
WKXPE�DV�D�UHVXOW�

E�� +H�KDV�GHYHORSHG�D�FRQMXQFWLYLWLV�WR�KLV�ULJKW�H\H��,W�WRRN�KLP�
RYHU�D�ZHHN�WR�EH�VHHQ�E\�WKH�QXUVH��+H�ZDV�JLYHQ�D�ERWWOH�RI�
QRUPDO�VDOLQH�IRU�WUHDWPHQW��+H�VWLOO�KDV�VLJQV�RI�D�
FRQMXQFWLYLWLV��

��� 0XUUD\�6WXDUW��LQFDUFHUDWHG�IRU�RQH�\HDU���
D�� +H�FRPPHQWHG�RQ�ZKDW�KH�WKLQNV�LV�ELUG�H[FUHPHQW�RQ�WKH�

EDUV�DQG�KHDWHUV�WKURXJKRXW�WKH�XQLWV�
��� 'DUQHOO�0RRUH�

D�� +H�FRPPHQWHG�RQ�URDFKHV�DQG�ELUG�H[FUHPHQW�KH�KDV�
FRPPRQO\�VHHQ�LQ�WKH�IDFLOLW\�

E�� +H�LV�VWLOO�ZDLWLQJ�RQ�KLV�WHVW�UHVXOWV�IURP�����
F�� +H�VWDWHG�WKH�WKH\�KDYH�MXVW�EHHQ�SURYLGHG�FOHDQLQJ�VXSSOLHV�

RQ�D�GDLO\�EDVLV�LQ�UHFHQW�ZHHNV��3ULRU�WR�WKDW��WKH\�RQO\�KDG�
VXSSOLHV��[�ZHHN��

G�� +H�DOVR�FRPPHQWHG�RQ�WKH�LQDGHTXDF\�RI�VRDS�VXSSOLHG��
��� -DPHV�0F&R\�

D�� +H�VWDWHV�KH�KDG�WR�VXEPLWWHG�PXOWLSOH�VLFN�FDOOV�IRU�D�VZROOHQ�
ULJKW��WK�ILQJHU��$IWHU�LW�EXUVW�ZLWK�LQIHFWLRQ��KH�ZDV�VHHQ�DQG�
WUHDWHG��SKRWR�WDNHQ��

��� 0DUFXV�/\QQ��LQFDUFHUDWHG����PRQWKV��
D�� +H�FRPSODLQHG�RI�VHYHUH�QHFN�SDLQ�IRU�����PRQWKV��+H�

VXEPLWWHG�VHYHUDO�VLFN�FDOOV��+H�ZDV�QHYHU�VHHQ��EXW�WKH�SDLQ�
UHVROYHG�RQ�LWV�RZQ��

E�� +H�VWDWHV�KH�KDV�RQO\�VHHQ�VSUD\LQJ�LQ�WKH�XQLW�GRZQ�GXULQJ�
KLV�LQFDUFHUDWLRQ��

F�� +H�VWDWHV�KH�KDV�DVNHG�IRU�FOHDQLQJ�VXSSOLHV��EXW�KH�KDV�EHHQ�
WROG�WKHUH�DUH�QRQH��

G�� +H�FRPPHQWHG�RQ�WKH�LQDGHTXDF\�RI�VRDS�
� �
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��� $QWKRQ\�&KLOGV�
D�� +H�VWDWHV�KH�ZDV�ZULWWHQ�XS�DQG�ORFNHG�XS�IRU�VHQGLQJ�RXW�D�

YLGHR�UHSRUWLQJ�RQ�WKH�FRQGLWLRQV�LQ�'LYLVLRQ����
����-DVRQ�%HOO��

D�� +H�VWDWHV�KH�ZDV�WROG�³8QOHVV�\RX¶UH�G\LQJ��\RX�ZRQ¶W�JR�WR�
FOLQLF´�

����-DVRQ�&KLOGV�
D�� +H�VWDWHV�WKH�KRW�ZDWHU�GRHVQ¶W�ZRUN�
E�� +H�VWDWHG�WKDW�PHGLFDO�GRHVQ¶W�UHVSRQG�WR�PHGLFDO�FRPSODLQWV�

DQG�VLFN�FDOO�
F�� +H�SRLQWHG�RXW�WR�PH�WKH�FORJJHG�YHQWV�LQ�WKH�FHOOV�DQG�WKH�

UXVW�RQ�WKH�FHLOLQJ�RI�WKH�FRPPXQDO�VKRZHU�
����6\OYHVWHU�&RUQHOLXV��KH�DFWHG�DV�D�IDFLOLWDWRU�RI�D�GLVFXVVLRQ�RQ������

,QPDWHV�RQ�WKDW�XQLW��LQ�WKDW�GLVFXVVLRQ��VKDUHG�FRQFHUQV�
D�� 0DVNV�ZHUH�ILUVW�GLVWULEXWHG�RQ�������DQG�WKH�RQH�PDVN�

DOORFDWLRQ�HYHU\���ZHHNV�LV�LQDGHTXDWH�
E�� 7KH\�DUH�VWLOO�ZDLWLQJ�RQ�WKHLU�WHVW�UHVXOWV²ZK\�GLG�WKH\�PRYH�

VRPH�LQPDWHV�DQG�QRW�RWKHUV�LI�WKH\�GRQ¶W�KDYH�DOO�WKH�WHVW�
UHVXOWV"�

F�� 0HGLFDO�KDVQ¶W�DQVZHUHG�WKHLU�VLFN�FDOOV�
G�� 7ZR�GD\V�DJR��D�&29,'��LQPDWH�ZDV�PRYHG�RXW��³:H�QHHG�WR�

EH�UHWHVWHG�´�
����-DPHV�0DWWKHZV��LQFDUFHUDWHG�IRU���\HDUV��

D�� +H�UHSRUWV�KDYLQJ�D�YDOYH�UHSODFHPHQW��K\SHUWHQVLRQ��DQG�
DVWKPD�

E�� +H�VWDWHV�KH�EURXJKW�KLV�PHGLFDWLRQ�LQ�ZLWK�KLP��EXW�KH�KDV�
QRW�UHFHLYHG�WKHP�VLQFH�KH�KDV�EHHQ�LQFDUFHUDWHG�

����'DYLG�*ULHU��LQFDUFHUDWHG�IRU����PRQWKV��
D�� +H�VWDWHV�KH�FRPSOHWHG�KLV�ERQG�UHGXFWLRQ�SDSHUV���ZHHNV�

DJR��EXW�KH�KDV�QRW�KHDUG�EDFN�IURP�DQ\RQH�
����0LFKDHO�%HHYH��LQFDUFHUDWHG�IRU����PRQWKV��

D�� +H�VWDWHV�KH�KDV�K\SHUWHQVLRQ��GLDEHWHV��DQG�SV\FKRORJLFDO�
SUREOHPV��³6LQFH�WKH�SDQGHPLF��HYHU\WKLQJ�FKDQJHG�´�+H�
VWDWHV�WKDW�DOO�KLV�PHGLFDWLRQV�ZHUH�FKDQJHG�ZLWKRXW�DQ\�YLVLW�
RU�HYDOXDWLRQ�E\�PHGLFDO��

����'HODQR�0DUTXH]��LQFDUFHUDWHG���PRQWKV��
D�� +H�VWDWHV�KH¶V�RQ�WKH�ZURQJ�FKURQLF�PHGLFDWLRQV��HYHQ�WKRXJK�

KH¶V�WROG�PHGLFDO�WKDW�WKH\�FDQ�ILQG�KLV�PHGV�DW�&96�
E�� +H�KDV�D�GHQWDO�DEVFHVV�RQ�D�OHIW�XSSHU�PRODU�DQG�KH�KDV�RQO\�

UHFHLYHG�7\OHQRO�
F�� +H�KDV�QRW�VHHQ�D�GRFWRU��HYHQ�WKRXJK�KH�KDV�SXW�LQ�PXOWLSOH�

VLFN�FDOOV�
� �
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G�� �WK�IORRU�
L�� ,Q�WKHVH�XQLWV��ZH�ZHUH�WROG�E\�WKH�VKHULIIV�WKDW�WKH\�PD\�EH�&29,'����

SRVLWLYH��EXW�WKH\�ZHUHQ¶W�FHUWDLQ��+RZHYHU��ZH�KDG�WR�JRZQ�XS�LQ�IXOO�33(��
LQFOXGLQJ�SURWHFWLYH�VXLW��IDFH�PDVN��1����DQG�JORYHV�

LL�� 7KH�LQPDWHV�RQ�WKHVH�SRGV�DOO�WROG�VLPLODU�VWRULHV�WKDW�WKH\�ZHUH�WHVWHG�RQ�����
DQG�WKHQ�PRYHG�GRZQ�WR�WKH��WK�IORRU�WKH�ZHHN�RI�������)HZ�KDG�PDVNV�RQ�
ZKHQ�,�VSRNH�WR�WKHP��:KHQ�,�DVNHG�WKRVH�ZKR�ZHUH�QRW�ZHDULQJ�PDVNV�
ZK\��WKH\�UHSOLHG�WKDW�WKH\�ZHUH�QRW�JLYHQ�PDVN��7KH\�VWDWHG�WKDW�WKHLU�FDUH�
FRQVLVWHG�RI�7\OHQRO�DQG�*DWRUDGH��

LLL�� ,QPDWH�LQWHUYLHZV�
��� $DURQ�'DYLV��LQFDUFHUDWHG�IRU���PRQWKV��

D�� +H�UHSRUWHG�ORVV�RI�WDVWH�DQG�VPHOO�
E�� +H�UHSRUWHG�KH�ZDV�WROG�QRWKLQJ�ZKHQ�KH�ZDV�PRYHG�WR�WKH�

XQLW�RWKHU�WKDQ�KH�WHVWHG�SRVLWLYH�
��� -RVKXD�%URZQ��LQFDUFHUDWHG�IRU���PRQWKV��

D�� +H�KDV�FKURQLF�OLIH�ORQJ�DVWKPD�
E�� +H�ZDV�JLYHQ�D�UHVFXH�LQKDOHU��EXW�QR�FRQWURO�LQKDOHU��DOWKRXJK�

KH¶V�EHHQ�RQ�WKDW�LQ�WKH�EHVW�
F�� +H�KDV�QRW�EHHQ�DEOH�WR�UHFHLYH�D�QHEXOL]HG�EUHDWKLQJ�

WUHDWPHQW��HYHQ�WKRXJK�KH�KDV�DVNHG�IRU�RQH��
��� &UDLJ�*XOOHJH��LQFDUFHUDWHG�IRU���PRQWKV��

D�� +H�ZDV�UHDOO\�VLFN�RQ�DGPLVVLRQ²VLFN�HQRXJK�WR�EH�PRYHG�WR�
WKH�LQILUPDU\��EXW�KH�ZDV�QRW�WHVWHG�

E�� +H�KDV�KDG�FKHVW�SDLQ�RQ�DQG�RII�IRU���GD\V�WKLV�ZHHN²VKDUS��
FHQWUDOL]HG�FKHVW�SDLQ��DQG�KH�KDV�K\SHUWHQVLRQ��KH�ZDV�RQO\�
JLYHQ�7\OHQRO�

��� 'DUUHO�6PLWK�
D�� +H�VWDWHV�KH�KDV�KDG�QR�33(�VLQFH�PLG�0DUFK��+H�VWDWHV�WKDW�

WKHUH�DUH�PDQ\�WLPHV�ZKHQ�WKH\�KDYH�QR�FOHDQLQJ�VXSSOLHV�
��� 'DPRQ�%DLOH\��LQFDUFHUDWHG����PRQWKV��

D�� +H�VWDWHV�WKDW�KH¶V�KDG�FKLOOV��+$�DQG�IHYHU�IRU�D�ZHHN�RU�WZR�
��� 6WHYH�:LOOLDPV�

D�� +H�VWDWHV�KH�KDV�KDG�³DOO�WKH�V\PSWRPV´�IRU���ZHHNV�
E�� +H�DVNHG�RQH�RI�WKH�&2¶V�³%LJ�*LUO´�ZKHQ�WKH\�ZHUH�JRLQJ�WR�

JHW�WHVWHG��DQG�VKH�VDLG��³:H¶OO�WDNH�FDUH�RI�WKDW�ODWHU�´�
��� &RUQHOLXV�%DUQHV�

D�� +H�VWDWHV�KH�ZDV�FRQFHUQHG�ZKHQ�KH�KDG�³DOO�WKH�V\PSWRPV��
EHFDXVH�KH�KDG�D�KLVWRU\�RI�D�JXQVKRW�ZRXQG�WR�WKH�FKHVW�DQG�
OXQJ�LQYROYHPHQW��+H�QRWHG�WKH�ODFN�RI�PDVNV��

��� .\OH�'\DV�
D�� 5HSRUWV�IHHOLQJ�OLJKW�KHDGHG�DQG�GL]]\��

� �
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��� 'LYLVLRQ�,,,�
D�� :H�WRXUHG�WKH�,QWDNH�DUHD��ZKHUH�VRFLDO�GLVWDQFLQJ�ZDV�PDLQWDLQHG��
E�� :H�WRXUHG�WKH�NLWFKHQ��ZKHUH�VRFLDO�GLVWDQFLQJ�ZDV�PDLQWDLQHG��%XW�PDVNV�ZHUH�

ZRUQ�LQFRUUHFWO\�E\�WKRVH�ZRUNLQJ��
F�� :H�WRXUHG�WKH�ODXQGU\��ZKLFK�ZDV�QRW�DFWLYH�VLQFH�LW�ZDV�D�6DWXUGD\��,W�ZDV�D�ODUJH�

URRP�ZLWK�SOHQW\�RI�URRP�IRU�GLVWDQFLQJ��
G�� :H�YLVLWHG�WKH�PHGLFDO�FOLQLFDO��ZKLFK�ZDV�QRW�YHU\�DFWLYH��VLQFH�LW�ZDV�D�6DWXUGD\��

7KUHH�PHGLFDO�VWDII�ZHUH�SUHVHQW��,�GLG�QRW�DVN�WKHP�TXHVWLRQV��
H�� 7KHUH�ZHUH�VLJQV�LQ�WKH�KDOOZD\�DQG�LQ�WKH�XQLWV�ZH�YLVLWHG��7KH\�ZHUH�&29,'����

VSHFLILF��KRZHYHU��WKH\�KDG�WKH�ROG�VLJQV�DQG�V\PSWRPV²QRW�WKH�QHZHU�H[SDQGHG�
VLJQV�DQG�V\PSWRPV�OLVW�E\�WKH�&'&��7KH\�ZHUH�DOVR�RULHQWHG�WR�WKH�JHQHUDO�SXEOLF��
ZLWK�ZRUNSODFH�DQG�VFKRRO�FRQFHUQV��

I�� 7KH�FHOOV�LQ�WKH�XQLWV�ZH�YLVLWHG�ZHUH�W\SLFDO��RI�PRGHUQ�MDLO�GHVLJQ�ZLWK�JODVV�
ZLQGRZV�DQG�VWHHO�GRRUV�RQ�HDFK�FHOO��

J�� ,QPDWHV�LQ�WKH�ILUVW�XQLW�,�YLVLWHG�ZHUH�SDUW�RI�D�GRPHVWLF�YLROHQFH�HGXFDWLRQ�SURJUDP��
:KLOH�ZH�ZHUH�WROG�E\�WKH�VWDII�WKDW�DOO�SURJUDPV�ZHUH�VXVSHQGHG��LQPDWHV�WROG�PH�
WKDW�WKH�GRPHVWLF�YLROHQFH�SURJUDP�KDG�QRW�EHHQ��7KH\�VDLG�WKDW�RWKHU�LQPDWHV�KDG�
EHHQ�UHOHDVHG�VLQFH�WKHLU�SURJUDPV�ZHUH�VXVSHQGHG��7KH\�ZRQGHUHG�ZK\�WKHLU�
SURJUDP�KDG�EHHQ�FRQWLQXHG��7KH�LQVWUXFWRU�ORRNHG�XQZHOO��ZDV�REHVH��DQG�GLGQ¶W�
ZHDU�KLV�33(�FRQVLVWHQWO\��,QPDWHV�ZHUH�DIUDLG�KH�ZDV�EULQJLQJ�WKH�YLUXV�LQWR�WKH�
IDFLOLW\��

K�� :KLOH�ZH�ZHUH�YLVLWLQJ�WKH�ILUVW�XQLW��WUXVWHHV�ZHUH�FOHDQLQJ�LQ�WKH�FRPPRQ�DUHD��
L�� 0DQ\�LQPDWHV�VWDWHG�WKDW�WKH\�ZHUH�XQFOHDU�ZKR�ZDV�PRYHG�EDFN�DQG�IRUWK�EHWZHHQ�

WKH�WZR�RSHQ�XQLWV�DQG�ZK\��
M�� )DFLOLWLHV�ZHUH�QHZHU�WKDQ�WKH�RWKHU�IDFLOLWLHV��+RZHYHU��WLOHV�ZHUH�PLVVLQJ�LQ�PDQ\�

VKRZHUV��DQG�WKH�IL[WXUHV�DQG�WLOHV�KDG�UXVW�DQG�PLOGHZ�SUHVHQW��
N�� 7KH�VHFRQG�XQLW�ZH�WRXUHG�KRXVHG�LQPDWHV�ZKR�WHVWHG�SRVLWLYH�IRU�&29,'�����$OO�RI�

WKHP�UHSRUWHG�EHLQJ�RQ����KRXU�ORFNGRZQ�GXH�WR�WKH�IDFW�WKDW�WKH\�KDYH�&29,'�����
2QO\�RQH�LQPDWH�LV�DOORZHG�RXW�DW�D�WLPH�WR�WDNH�FDUH�RI�WKHLU�EXVLQHVV��7KLV�LVRODWLRQ�
ZDV�UHSRUWHG�E\�PRVW�RI�WKH�PHDQ�WKDW�WKLV�KHLJKWHQHG�WKH�DQ[LHW\�LQ�JHQHUDO�DQG�
WKHLU�IHDU�RI�LQFUHDVLQJ�LOOQHVV�LQ�SDUWLFXODU���

O�� ,QPDWHV�ZHUH�WHVWHG�RQ������6RPH�LQPDWHV�ZHUH�PRYHG�RYHU�WR�WKH�&29,'����XQLW�
DV�D�UHVXOW��0RVW�RI�WKH�LQPDWHV�KDG�QRW�EHHQ�LQIRUPHG�RI�WKHLU�WHVWLQJ�UHVXOWV�\HW��

P�� ,QPDWH�LQWHUYLHZV��)LUVW�XQLW��
L�� 0DUFXV�5XVVHOO��)LUVW�GD\�LQFDUFHUDWHG��+H�ZDV�VLWWLQJ�LQ�WKH�FRPPRQ�DUHD�

DQG�ZDV�VZHDWLQJ�SURIXVHO\��+H�VWDWHG�KH�IHOW�ILQH�RWKHUZLVH��EXW�WKHUH�ZDV�
QR�YHQWLODWLRQ�LQ�WKH�URRP²WKDW¶V�ZK\�KH�ZDV�VZHDWLQJ��

��� +H�VWDWHG�KH�KDV�DVWKPD��EXW�KH�KDVQ¶W�WDONHG�WR�D�QXUVH�\HW�IRU�KLV�
LQKDOHU��

LL�� 'HUULFN�+RXVWRQ��LQFDUFHUDWHG�IRU���PRQWKV��
��� +H�ZDV�ZHDULQJ�KLV�PDVN�LQFRUUHFWO\�
��� +H�VWDWHG�WKLQJV�ZHUH�2.��H[FHSW�KH�ZDV�IUXVWUDWHG�E\�DOO�WKH�KHDULQJ�

GHOD\V��
��� +H�QRWHG�WKDW�FOHDQLQJ�VHHPV�WR�EH�KDSSHQLQJ��
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LLL�� 5D\�&XOEHUWVRQ��WUXVWHH��LQFDUFHUDWHG�IRU���PRQWKV��
��� +H�ZDV�QRW�ZHDULQJ�KLV�PDVN�FRUUHFWO\�
��� +H�VWDWHG�KH�DVNHG�WR�EH�SDUW�RI�WKH�FOHDQLQJ�FUHZ�EHFDXVH�KH�ZDV�

UHDOO\�DQ[LRXV�DERXW�FDWFKLQJ�WKH�YLUXV��7KLV�ZD\�KH�FRXOG�PDNH�VXUH�
VRPHRQH�ZDV�GRLQJ�LW�ULJKW²QRW�HYHU\RQH�ZDV��

��� +H�KDV�GLDEHWHV��DVWKPD��DQG�K\SHUWHQVLRQ²KH�VDLG�KH�ZDV�JHWWLQJ�
KLV�PHGLFDWLRQV��

��� +H�QRWHG�WKH�PDVNV�ZHUH�DOVR�ILUVW�GLVWULEXWHG�RQ�������DQG�WKH\�GRQ¶W�
ODVW�WKH�ZKROH���ZHHNV��

��� +H�LV�REVHUYLQJ�5DPDGDQ��EXW�KH�LV�XSVHW�WKDW�WKH\�SXW�KLV�WUD\�RQ�WKH�
IORRU�DW�QLJKW²³ZK\�LV�WKDW�QHFHVVDU\"´�

��� +H�VWDWHG�WKDW�KH�ZDQWV�WR�NQRZ�KRZ�KHDULQJV�DUH�GHWHUPLQHG"�+H�
KDVQ¶W�KDG�D�KHDULQJ�\HW��

LY�� 0LND�6LPSVRQ��WUXVWHH��LQFDUFHUDWHG�IRU���PRQWKV��
��� +H�ZDV�XSVHW�WKDW�WKH\�PRYH�SHRSOH�EDFN�DQG�IRUWK�EHWZHHQ�SRGV�

EHIRUH�SHRSOH�NQRZ�WKHLU�WHVW�UHVXOWV��+H�VWDWHV�WKH�PRYHV�GLGQ¶W�
PDNH�VHQVH�

��� +H�VWDWHV�KH�KDV�VFKL]RSKUHQLD��+H�KDG�VWRSSHG�KLV�PHGV�EHFDXVH�
KH�FRXOGQ¶W�SDUWLFLSDWH�LQ�WKH�GRPHVWLF�YLROHQFH�SURJUDP�EHFDXVH�KH�
FRXOGQ¶W�FRQFHQWUDWH�RQ�WKH�PHGV��+H�ZRXOG�OLNH�WR�UHVWDUW�WKHP�QRZ��
+H�VWDWHG�FRQFHUQV�DERXW�WKH�KHDOWK�RI�WKH�LQVWUXFWLRQ��

��� +H�VDLG�PDQ\�PHQ�WU\�ZDVKLQJ�WKHLU�PDVNV�ZLWK�VRDS�EHFDXVH�WKH\�
JHW�VR�GLUW\�RYHU���ZHHNV��

��� +H�VWDWHV�WKDW�WKHUH�KDYH�EHHQ�SHULRGV�ZKHQ�WKH\�ZHUH�RXW�RI�VRDS��
Q�� ,QPDWH�,QWHUYLHZV��6HFRQG�XQLW²&29,'��XQLW��

L�� $ULHO�6XQGD\��LQFDUFHUDWHG����PRQWKV��
��� +H�ZDV�D�SRG�ZRUNHU�VLQFH�WKH�EHJLQQLQJ�RI�0DUFK��
��� +H�VRRQ�IHOW�VLFN²SUREOHPV�ZLWK�YLVLRQ�DQG�PRYLQJ��+H�DVNHG�WR�VHH�

PHGLFDO�DQG�ZDV�WROG��³7KH\�GRQ¶W�ZDQW�WR�VHH�DQ\RQH�´�+H�WROG�PH�
WKDW�DW�WKH�WLPH��³7KH\�ZHUH�ZRUNLQJ�XQGHU�WKH�DVVXPSWLRQ�WKDW�LI�\RX�
KDYH�QR�WHPSHUDWXUH��\RX�GRQ¶W�KDYH�&29,'�´�(YHQWXDOO\��WKH\�VHQW�
KLP�WR�PHGLFDO��+H�KDG�QR�WHPS��VR�WKH\�VHQW�KLP�EDFN�WR�KLV�XQLW��

��� +H�QRWLFHG�DIWHU�WKLV�WKDW�PDQ\�SHRSOH�ZHUH�JHWWLQJ�VLFN��DQG�WKH�ILUVW�
VHYHQ�RU�HLJKW�ZHUH�SRG�ZRUNHUV��

��� +H�ZDV�WUDQVIHUUHG�WR�'LYLVLRQ����DW�WKH�HQG�RI�0DUFK�EHJLQQLQJ�RI�
$SULO�EHFDXVH�KH�JRW�LQWR�D�ILJKW��+H�VWDWHV�KH�ZDV�WUDQVIHUUHG�RQ�WKH�
VDPH�GD\�WKDW�HLJKW�RIILFHUV�WHVWHG�SRVLWLYH��+H�ZDV�WKHUH�IRU�RYHU���
ZHHNV��2Q������KH�ZDV�FDOOHG�WR�WKH�FOLQLF��EHFDXVH�KH�KDV�D�KLVWRU\�RI�
DVWKPD�DQG�DQ�DXWR�LPPXQH�GLVRUGHU��+H�KDG�D�IHYHU�RI������DQG�KH�
ZDV�WUDQVIHUUHG�WR�WKLV�XQLW�RQ�'LYLVLRQ����

��� +H�MXVW�UHFHLYHG�KLV�RZQ�LQKDOHU�ODVW�ZHHN��+H�UHSRUWV�WKDW�KH�UHIXVHG�
WKH�DOEXWHURO�RIIHUHG�EHIRUH�EHFDXVH�WKH�LQPDWHV�KDYH�WR�XVH�WKH�
VDPH�LQKDOHU��

��� +H�UHSRUWV�KDYLQJ�QR�FRQWDFW�ZLWK�KLV�DWWRUQH\�VLQFH���������
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LL�� 'DUURQ�7KRPDV��LQFDUFHUDWHG�DW����IRU����GD\V�DIWHU���PRQWKV�LQ�'LYLVLRQ�����
��� +H¶V�IUXVWUDWHG�WKDW�WKH�UXOHV�IRU����KRXU�ORFNGRZQ�GRQ¶W�PDNH�VHQVH��

+H¶V�IHOW�DQ[LRXV�DQG�VXLFLGDO���
��� +H¶V�QRW�UHFHLYHG�DQ\�UHVSRQVH�IURP�PHGLFDO�IRU�KLV�DVWKPD��
��� :KHQ�KH�ZDV�LQ�'LYLVLRQ�����IDNHG�SDVVLQJ�RQFH�LQ�RUGHU�WR�JHW�

PHGLFDO�DWWHQWLRQ�
LLL�� 'HDQGUH�3DXO��LQFDUFHUDWHG�VLQFH������������

��� )HOW�LOO�LQ�WKH�HQG�RI�)HEUXDU\�DQG�DJDLQ�LQ�WKH�HQG�RI�$SULO��EXW�KLV�ILUVW�
WHVW�ZDV������

��� +H�KDV�DVWKPD�DQG�VOHHS�DSQHD�DQG�DJDLQ�PHQWLRQHG�WKH�FRPPRQ�
XVH�LQKDOHU��

��� ³:K\�ZRQ¶W�WKH\�MXVW�OHW�XV�JR"´�

APPENDIX E-23



�
�

$33(1',;�)�
3ODLQWLIIV¶�(PHUJHQF\�0RWLRQ�IRU�7HPSRUDU\�
5HVWUDLQLQJ�2UGHU�DQG�3UHOLPLQDU\�,QMXQFWLRQ�
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,1�7+(�&,5&8,7�&2857�)25�7+(�&2817<�2)�:$<1(�
�
:$<1(�&2817<�-$,/�,10$7(6��HW��DO��� &DVH�1R�������������&=�
�
� � � � � � � � +RQ��7LPRWK\�0��.HQQ\�
� 3ODLQWLIIV��
�
Y� � �
� � � � � � � � �
:,//,$0�/8&$6��HW��DO��� �
� 'HIHQGDQWV��
�
'(%25$+�$11�&+2/<��3������� � -$0(6�+($7+��3�������
0LFKLJDQ�/HJDO�6HUYLFHV�� � � :D\QH�&RXQW\�&RUSRUDWLRQ�&RXQVHO�
$WWRUQH\�IRU�3ODLQWLIIV� � � � $WWRUQH\�IRU�:D\QH�&RXQW\�&(2�
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�
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*RRGPDQ��+XUZLW]��	�-DPHV��3&� � &RPPLVVLRQ�&RXQVHO�
$WWRUQH\�IRU�3ODLQWLIIV� � � � $WWRUQH\�IRU�:D\QH�&RXQW\�
�����(��-HIIHUVRQ�$YH�� � � � ����*ULVZROG�6WUHHW��6XLWH�����
'HWURLW��0,������� � � � � 'HWURLW��0,�������
���������������� � � � � ���������������
�
'$9,'�0(/721��3�������
/HJDO�$GYLVRU�:D\QH�&RXQW\�6KHULII�
�����:RRGZDUG�$YH��
'HWURLW��0,�������
���������������
�

3/$,17,))6¶�(0(5*(1&<�027,21�)25�7(0325$5<���
5(675$,1,1*�25'(5�$1'�35(/,0,1$5<�,1-81&7,21�

�
3ODLQWLIIV�KHUHE\�PRYH�WKLV�&RXUW��SXUVXDQW�WR�0LFKLJDQ�&RXUW�5XOHV�������
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�$��	��%���IRU�D�WHPSRUDU\�UHVWUDLQLQJ�RUGHU���7KH�JURXQGV�IRU�WKLV�0RWLRQ�DUH�VHW�

IRUWK�LQ�WKH�%ULHI�LQ�6XSSRUW�RI�3ODLQWLIIV¶�0RWLRQ�IRU�7HPSRUDU\�5HVWUDLQLQJ�2UGHU�

DQG�3UHOLPLQDU\�,QMXQFWLRQ��ILOHG�KHUHZLWK��DQG�WKH�DFFRPSDQ\LQJ�GHFODUDWLRQV�DQG�

H[KLELWV��ZKLFK�LQFOXGHV�WKH�&RPSODLQW�DQG�VXSSRUWLQJ�H[KLELWV�ILOHG�LQ�5XVVHOO�HW�

DO���Y��:D\QH�&RXQW\�HW�DO���1R�������FY�������0$*�($6��(&)�1R�����(�'��0LFK��

0D\� ��� ������ �³&RPSO�´���� � 3ODLQWLIIV� UHTXHVW� WKDW� WKLV�&RXUW� LVVXH� D� WHPSRUDU\�

UHVWUDLQLQJ� RUGHU� UHTXLULQJ� 'HIHQGDQWV� WR� LPPHGLDWHO\� XQGHUWDNH� WKH� IROORZLQJ�

HVVHQWLDO�PLQLPXP�PHDVXUHV�WR�LPSURYH�WKH�K\JLHQH�DQG�VDIHW\²WR�UHGXFH�WKH�ULVN�

RI�VHYHUH�LOOQHVV�DQG�GHDWK�IURP�&29,'���²DW�WKH�:D\QH�&RXQW\�-DLO��

��� (IIHFWLYHO\� FRPPXQLFDWH� WR� DOO� SHRSOH� LQFDUFHUDWHG�� LQFOXGLQJ� ORZ�OLWHUDF\�
DQG�QRQ�(QJOLVK�VSHDNLQJ�SHRSOH�� VXIILFLHQW� LQIRUPDWLRQ� DERXW�&29,'�����
PHDVXUHV�WDNHQ�WR�UHGXFH�WKH�ULVN�RI�WUDQVPLVVLRQ��DQG�DQ\�FKDQJHV�LQ�SROLFLHV�
RU�SUDFWLFHV�WR�UHDVRQDEO\�HQVXUH�WKDW�LQGLYLGXDOV�DUH�DEOH�WR�WDNH�SUHFDXWLRQV�
WR�SUHYHQW�LQIHFWLRQ��

��� 3URYLGH�DGHTXDWH�VSDFLQJ�RI�VL[�IHHW�RU�PRUH�EHWZHHQ�SHRSOH�LQFDUFHUDWHG�VR�
WKDW�VRFLDO�GLVWDQFLQJ�FDQ�EH�DFFRPSOLVKHG��

��� (QVXUH�WKDW�HDFK�LQFDUFHUDWHG�SHUVRQ�UHFHLYHV��IUHH�RI�FKDUJH������DQ�LQGLYLGXDO�
VXSSO\�RI�OLTXLG�KDQG�VRDS�DQG�SDSHU�WRZHOV�VXIILFLHQW�WR�DOORZ�IUHTXHQW�KDQG�
ZDVKLQJ�DQG�GU\LQJ�HDFK�GD\��DQG�����DQ�DGHTXDWH�VXSSO\�RI�GLVLQIHFWDQW�KDQG�
ZLSHV�RU�RWKHU�SURGXFWV�HIIHFWLYH�DJDLQVW�WKH�YLUXV�WKDW�FDXVHV�&29,'����IRU�
GDLO\�FOHDQLQJV��

��� (QVXUH�WKDW�DOO�LQFDUFHUDWHG�SHRSOH�KDYH�DFFHVV�WR�KDQG�VDQLWL]HU�FRQWDLQLQJ�DW�
OHDVW�����DOFRKRO��

��� 3URYLGH� DQ� DGHTXDWH� VWRFN� RI� GDLO\� FOHDQLQJ� VXSSOLHV�� VXFK� DV� VSRQJHV��

�
��7KLV�0RWLRQ�UHODWHV�EDFN�WR�0D\����������WKH�GDWH�DQ�DQDORJRXV�PRWLRQ�IRU�HPHUJHQF\�UHOLHI�ZDV�
ILOHG�LQ�5XVVHOO�HW�DO���Y��:D\QH�&RXQW\�HW�DO��6HH�1R�������FY�������0$*�($6��(&)�����(�'��
0LFK��0D\������������
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EUXVKHV�� GLVLQIHFWDQW� KDQG� ZLSHV�� DQG�RU� GLVLQIHFWDQW� SURGXFWV� HIIHFWLYH�
DJDLQVW�WKH�YLUXV�WKDW�FDXVHV�&29,'�����

��� 3URYLGH�VXIILFLHQW�GLVLQIHFWLQJ�VXSSOLHV��IUHH�RI�FKDUJH��VR�LQFDUFHUDWHG�SHRSOH�
FDQ�FOHDQ�KLJK�WRXFK�DUHDV�RU�LWHPV��LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��WHOHSKRQHV��
WDEOHWV��WDEOHV��EDWKURRPV��VHDWLQJ��DQG�GRRU�KDQGOHV��EHWZHHQ�HDFK�XVH��

��� 3URYLGH� GDLO\� DFFHVV� WR� FOHDQ� VKRZHUV� DQG� FOHDQ� ODXQGU\�� LQFOXGLQJ� FOHDQ�
SHUVRQDO�WRZHOV�DQG�ZDVKUDJV�IRU�HDFK�VKRZHU��

��� 5HTXLUH�WKDW�DOO�-DLO�VWDII�ZHDU�SHUVRQDO�SURWHFWLYH�HTXLSPHQW��LQFOXGLQJ�PDVNV�
DQG�JORYHV��ZKHQ�LQWHUDFWLQJ�ZLWK�DQ\�SHUVRQ�RU�ZKHQ�WRXFKLQJ�VXUIDFHV�LQ�
FHOOV�RU�FRPPRQ�DUHDV��

��� 5HTXLUH�WKDW�DOO�-DLO�VWDII�ZDVK�WKHLU�KDQGV�ZLWK�VRDS�DQG�ZDWHU�RU�XVH�KDQG�
VDQLWL]HU�FRQWDLQLQJ�DW�OHDVW�����DOFRKRO�ERWK�EHIRUH�DQG�DIWHU�WRXFKLQJ�DQ\�
SHUVRQ�RU�DQ\�VXUIDFH�LQ�FHOOV�RU�FRPPRQ�DUHDV��

���� 7DNH� HDFK� LQFDUFHUDWHG� SHUVRQ¶V� WHPSHUDWXUH� GDLO\� �ZLWK� D� IXQFWLRQLQJ��
SURSHUO\�RSHUDWHG��DQG�VDQLWL]HG�WKHUPRPHWHU��WR�LGHQWLI\�SRWHQWLDO�&29,'�
���LQIHFWLRQV��

���� &RQGXFW� LPPHGLDWH� WHVWLQJ� IRU� DQ\RQH� GLVSOD\LQJ� NQRZQ� V\PSWRPV� RI�
&29,'����DQG�ZKR�KDV�SRWHQWLDOO\�EHHQ�H[SRVHG�WR�LQIHFWLRQ��

���� (QVXUH� WKDW� LQGLYLGXDOV� LGHQWLILHG� DV� KDYLQJ� &29,'���� RU� KDYLQJ� EHHQ�
H[SRVHG� WR� &29,'���� UHFHLYH� DGHTXDWH� PHGLFDO� FDUH� DQG� DUH� SURSHUO\�
TXDUDQWLQHG� LQ� D� QRQ�SXQLWLYH� VHWWLQJ�� ZLWK� FRQWLQXHG� DFFHVV� WR� VKRZHUV��
UHFUHDWLRQ��PHQWDO�KHDOWK�VHUYLFHV��UHDGLQJ�PDWHULDOV��SKRQH�DQG�YLGHR�FDOOV�
ZLWK�ORYHG�RQHV��FRPPXQLFDWLRQV�ZLWK�FRXQVHO��DQG�SHUVRQDO�SURSHUW\���

���� 5HVSRQG�WR�DOO�HPHUJHQF\��DV�GHILQHG�E\�WKH�PHGLFDO�FRPPXQLW\��UHTXHVWV�IRU�
PHGLFDO�DWWHQWLRQ�ZLWKLQ�DQ�KRXU��

���� :DLYH� DOO� PHGLFDO� FR�SD\V� IRU� WKRVH� H[SHULHQFLQJ� &29,'����UHODWHG�
V\PSWRPV��DQG�

���� &HDVH�DQG�GHVLVW�UHWDOLDWRU\�GLVFLSOLQDU\�DFWLRQ�LQ�UHVSRQVH�WR��D��LQFDUFHUDWHG�
SHUVRQV¶� UHTXHVWV� IRU� PHGLFDO� DWWHQWLRQ� DQG� EDVLF�� QHFHVVDU\� SURWHFWLRQV��
DQG�RU� �E�� HIIRUWV� E\� LQFDUFHUDWHG� SHUVRQV� WR� SXEOLFL]H� XQVDIH� DQG� OLIH�
WKUHDWHQLQJ�FRQGLWLRQV�LQVLGH�WKH�-DLO��

� 3ODLQWLIIV� IXUWKHU� UHTXHVW� WKDW� WKLV�&RXUW� DSSRLQW� DQ� LQGHSHQGHQW�PRQLWRU� WR�
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HQVXUH�FRPSOLDQFH�ZLWK�DQ\�LQMXQFWLYH�RUGHU�WKDW�WKLV�&RXUW�PD\�HQWHU�UHODWLQJ�WR�WKH�

FRQGLWLRQV�RI� FRQILQHPHQW� DW� WKH�:D\QH�&RXQW\� -DLO� GXULQJ� WKH� SHQGHQF\�RI� WKH�

&29,'����SDQGHPLF���

� ,Q� DGGLWLRQ�� 3ODLQWLIIV� DVN� WKLV� &RXUW� IRU� WKH� LPPHGLDWH� HQWU\� RI� DQ� RUGHU�

UHTXLULQJ�WKH�-DLO�WR�UHGXFH�LWV�GHWDLQHH�SRSXODWLRQ�WR�D�OHYHO�ZKHUH�GHWDLQHHV�DQG�-DLO�

VWDII�FDQ�PHDQLQJIXOO\�SUDFWLFH�VRFLDO�GLVWDQFLQJ�DQG�PDLQWDLQ�GDLO\�OLYLQJ�SUDFWLFHV�

WKDW�UHDVRQDEO\�PLWLJDWH�WKH�ULVN�RI�LQIHFWLRQ�DQG�VSUHDG�RI�&29,'������7KLV�LQFOXGHV�

LPPHGLDWHO\� GLVFRQWLQXLQJ� WKH� XVH� RI� 'LYLVLRQ� ,,� WR� KRXVH� GHWDLQHHV�� � 'U�� )UHG�

5RWWQHN��WKH�PHGLFDO�H[SHUW�DSSRLQWHG�E\�WKLV�&RXUW�WR�FRQGXFW�DQ�LQVSHFWLRQ�RI�DOO�

WKUHH�-DLO�GLYLVLRQV�RQ�0D\�����������FRQFOXGHG�WKDW�VRFLDO�GLVWDQFLQJ�LV�LPSRVVLEOH�

LQ� 'LYLVLRQ� ,,� DQG� WKDW� WKH� SK\VLFDO� FRQGLWLRQV� RI� WKH� IDFLOLW\²ZKLFK� LQFOXGH�

SHUYDVLYH�GLVUHSDLU��LUUHJXODU�VXUIDFHV��UXVW��SDLQW�SHHOLQJ�DQG�FKLSSLQJ��PLOGHZ��DQG�

PROG²PDNH�LW�LPSRVVLEOH�WR�DGHTXDWHO\�FOHDQ���7KH�LQDELOLW\�WR�VRFLDOO\�GLVWDQFH�LQ�

DQG� DGHTXDWHO\� FOHDQ� 'LYLVLRQ� ,,� PDNHV� LW� LPSRVVLEOH� WR� PLWLJDWH� WKH� VSUHDG� RI�

&29,'����DW�WKH�IDFLOLW\���7KXV��WKH�IHGHUDO�DQG�VWDWH�FRQVWLWXWLRQV�FDQQRW�DQG�GR�

QRW� SHUPLW� WKH� FRQWLQXHG� LQFDUFHUDWLRQ� RI� GHWDLQHHV� LQ� 'LYLVLRQ� ,,� GXULQJ� WKH�

SDQGHPLF������

/DVWO\��3ODLQWLIIV�UHTXHVW�WKDW�WKLV�&RXUW�VHW�DQ�HYLGHQWLDU\�KHDULQJ�WR�H[DPLQH�

DOOHJDWLRQV�LQ�3ODLQWLIIV¶�(PHUJHQF\�0RWLRQ�IRU�D�7HPSRUDU\�5HVWUDLQLQJ�2UGHU�DQG�

3UHOLPLQDU\�,QMXQFWLRQ���
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'DWHG��0D\���������� � � � 5HVSHFWIXOO\�VXEPLWWHG��

�
�V�'HERUDK�&KRO\� � � � �
'(%25$+�$11�&+2/<��3�������
0LFKLJDQ�/HJDO�6HUYLFHV��� � �
�����6HFRQG�$YH���6XLWH������%R[���� �
'HWURLW��0,������� � � � �
��������������� � �
� �

�V��:LOOLDP�*RRGPDQ� � � �
:,//,$0�+��*22'0$1��3��������
*RRGPDQ��+XUZLW]��	�-DPHV��3&� �
�����(��-HIIHUVRQ�$YH�� � � �
'HWURLW��0,������� � � � �
���������������

�
V�'HVLUHH�0��)HUJXVRQ�������� ����������
'HVLUHH�0��)HUJXVRQ��3�������
(ULQ�.HLWK��3�������
'(752,7�-867,&(�&(17(5�
�����:DVKLQJWRQ�%OYG���6XLWH�����
'HWURLW��0,�������
7HO������������������
GIHUJXVRQ#GHWURLWMXVWLFH�RUJ�
HNHLWK#GHWURLWMXVWLFH�RUJ�
�

�V�$OOLVRQ�/��.ULJHU�����������������������������
$OOLVRQ�/��.ULJHU��3�������
/$5(1(�	�.5,*(5��3�/�&��
����*ULVZROG�6WUHHW��6XLWH������
'HWURLW��0LFKLJDQ�������
7HO�����������������
DOOLVRQ�NULJHU#JPDLO�FRP�
�
�

�V�0LULDP�5��1HPHWK����������������������������������������������������
0LULDP�5��1HPHWK��3�������
$'9$1&(0(17�352-(&7��
1$7,21$/�2)),&(�
�����/�6WUHHW�1:��6XLWH�����
:DVKLQJWRQ��'&�������
7HO�����������������
PQHPHWK#DGYDQFHPHQWSURMHFW�RUJ

�
�

$WWRUQH\V�IRU�3ODLQWLIIV��
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67$7(�2)�0,&+,*$1�
�

,1�7+(�&,5&8,7�&2857�)25�7+(�&2817<�2)�:$<1(�
�
:$<1(�&2817<�-$,/�,10$7(6��HW��DO��� &DVH�1R�������������&=�
�
� � � � � � � � +RQ��7LPRWK\�0��.HQQ\�
� 3ODLQWLIIV��
�
Y� � �
� � � � � � � � �
:,//,$0�/8&$6��HW��DO��� �
� 'HIHQGDQWV��
�
'(%25$+�$11�&+2/<��3������� � -$0(6�+($7+��3�������
0LFKLJDQ�/HJDO�6HUYLFHV�� � � :D\QH�&RXQW\�&RUSRUDWLRQ�&RXQVHO�
$WWRUQH\�IRU�3ODLQWLIIV� � � � $WWRUQH\�IRU�:D\QH�&RXQW\�&(2�
�����6HFRQG�$YH���6XLWH������%R[���� � ����*ULVZROG�6WUHHW����WK�)ORRU�
'HWURLW��0,������� � � � � 'HWURLW��0,�������
��������������� � � � � ���������������
�
:,//,$0�+��*22'0$1��3�������� )(/,&,$�2��-2+1621��3�������
*RRGPDQ��+XUZLW]��	�-DPHV��3&� � &RPPLVVLRQ�&RXQVHO�
$WWRUQH\�IRU�3ODLQWLIIV� � � � $WWRUQH\�IRU�:D\QH�&RXQW\�
�����(��-HIIHUVRQ�$YH�� � � � ����*ULVZROG�6WUHHW��6XLWH�����
'HWURLW��0,������� � � � � 'HWURLW��0,�������
���������������� � � � � ���������������
�
'$9,'�0(/721��3�������
/HJDO�$GYLVRU�:D\QH�&RXQW\�6KHULII�
�����:RRGZDUG�$YH��
'HWURLW��0,�������
���������������
��

%5,()�,1�6833257�2)�3/$,17,))6¶�(0(5*(1&<�027,21�)25�
7(0325$5<�5(675$,1,1*�25'(5��
$1'�35(/,0,1$5<�,1-81&7,21�

� �
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,1752'8&7,21�������������������������������������������������������������������������������������������������������� 

%$&.*5281'�$1'�)$&76������������������������������������������������������������������������������������

 
,� 7KH�&29,'����&ULVLV�LV�D�+HDOWK�&ULVLV�8QPDWFKHG�LQ�/LYLQJ�

0HPRU\������������������������������������������������������������������������������������������ 

,,� $�&29,'����-DLO�2XWEUHDN�LV�DQ�([WUHPH�7KUHDW�WR�3XEOLF�+HDOWK�������� 

,,,� 'HIHQGDQWV�$UH�1RW�7DNLQJ�1HFHVVDU\�6WHSV�WR�3UHYHQW�$�:LGHVSUHDG�
2XWEUHDN�LQ�WKH�-DLO������������������������������������������������������������������������ 

$�� 7KH�7KUHH�'LYLVLRQV�RI�WKH�-DLO�+RXVH�1XPHURXV�3HRSOH�:KR�
$UH�&XUUHQWO\�DW�5LVN�RI�&RQWUDFWLQJ�&29,'������������������������������

�
%�� 'HIHQGDQWV�PDLQWDLQ�GDQJHURXV�FRQGLWLRQV�DW�WKH�-DLO�E\�IDLOLQJ�

WR�SUDFWLFH�FULWLFDO�VRFLDO�GLVWDQFLQJ�DQG�FRQILQLQJ�GHWDLQHHV�LQ�
IDFLOLWLHV�ZKHUH�VRFLDO�GLVWDQFLQJ�LV�LPSRVVLEOH������������������������������

�
&�� 'HIHQGDQWV�GR�QRW�SURSHUO\�VDQLWL]H�WKH�-DLO�DQG�GR�QRW�SURYLGH�

GHWDLQHHV�ZLWK�DGHTXDWH�RU�HIIHFWLYH�FOHDQLQJ�VXSSOLHV����������������
�

'�� 'HIHQGDQWV�GR�QRW�SURYLGH�EDVLF�SHUVRQDO�K\JLHQH�VXSSOLHV�WR�
GHWDLQHHV����������������������������������������������������������������������������������������

�
(�� -DLO�VWDII�GR�QRW�FRQVLVWHQWO\�ZHDU�SURWHFWLYH�JHDU��SXWWLQJ�

GHWDLQHHV�IXUWKHU�DW�ULVN�����������������������������������������������������������������
�

)�� 'HIHQGDQWV�DUH�IDLOLQJ�WR�SURSHUO\�WUHDW�DQG�TXDUDQWLQH�GHWDLQHHV�
ZKR�WHVW�SRVLWLYH���������������������������������������������������������������������������

�
*�� 'HIHQGDQWV�DUH�IDLOLQJ�WR�SURYLGH�DGHTXDWH�DQG�WLPHO\�PHGLFDO�

FDUH������������������������������������������������������������������������������������������������
�

��� 'HIHQGDQWV¶�PHGLFDO�SURFHGXUHV�DUH�LQDGHTXDWH��������������� 

��� 'HIHQGDQWV�SXQLVK�GHWDLQHHV�ZKR�UDLVH�FRQFHUQV�DERXW�
WKH�ODFN�RI�PHGLFDO�FDUH�RU�XQVDQLWDU\�FRQGLWLRQV�RI�
FRQILQHPHQW����������������������������������������������������������������������� 
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+�� 'HIHQGDQWV¶�WHVWLQJ�SURFHGXUHV�DUH�LQVXIILFLHQW���������������������������
�

,�� 'HIHQGDQWV�IDLO�WR�SURYLGH�LQIRUPDWLRQ�DERXW�&29,'����DQG�LWV�
VSUHDG��LQVWHDG�PLVOHDGLQJ�GHWDLQHHV�WR�EHOLHYH�WKH\�DUH�VDIHU�
ZLWKLQ�WKH�-DLO��������������������������������������������������������������������������������

�
-�� 'HIHQGDQWV�GR�QRW�SURSHUO\�VFUHHQ�LQGLYLGXDOV�HQWHULQJ�WKH�-DLO��

H[DFHUEDWLQJ�WKH�SRWHQWLDO�IRU�YLUXVHV�WR�LQILOWUDWH�WKH�-DLO������������
�

.�� 'U��5RWWQHN¶V�LQVSHFWLRQ�UHSRUW�FRQILUPV�WKH�DOOHJDWLRQV�LQ�WKH�
5XVVHOO�&RPSODLQW�DQG�VKRZV�WKDW�'HIHQGDQWV�FRQWLQXH�WR�
GLVUHJDUG�WKH�ULVN�WKDW�3ODLQWLIIV�ZLOO�FRQWUDFW�&29,'����DW�WKH�
-DLO������������������������������������������������������������������������������������������������ 

$5*80(17���������������������������������������������������������������������������������������������������������������

 
,� 3ODLQWLIIV�DUH�OLNHO\�WR�VXFFHHG�RQ�WKH�PHULWV�EHFDXVH�'HIHQGDQWV�DUH�

YLRODWLQJ�3ODLQWLIIV¶�ULJKWV�XQGHU�WKH�(LJKWK�DQG�)RXUWHHQWK�
$PHQGPHQWV�������������������������������������������������������������������������������� 

$�� 3ODLQWLIIV�DUH�REMHFWLYHO\�DW�D�VXEVWDQWLDO�ULVN�RI�KDUP����������������� 
%�� 'HIHQGDQWV�KDYH�DFWHG�DQG�DUH�FRQWLQXLQJ�WR�DFW�ZLWK�VXEMHFWLYH�

LQGLIIHUHQFH�WRZDUGV�3ODLQWLIIV¶�VXEVWDQWLDO�ULVN�RI�KDUP��������������
�

,,� 3ODLQWLIIV�ZLOO�VXIIHU�LUUHSDUDEOH�KDUP���������������������������������������������������� 

,,,� 7KH�SXEOLF�LQWHUHVW�DQG�EDODQFH�RI�HTXLWLHV�ZHLJK�KHDYLO\�LQ�3ODLQWLIIV¶�
IDYRU��������������������������������������������������������������������������������������������� 

&21&/86,21����������������������������������������������������������������������������������������������������������� 

&(57,),&$7(�2)�6(59,&(������������������������������������������������������������������������������������� 
�
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&DVHV�
�
$&/8�RI�.\��Y��0F&UHDU\�&W\���.\�������)��G������������WK�&LU���������������������������
%HOO�Y��:ROILVK������8�6������������������������������������������������������������������������������������
%URZQ�Y��%DUJHU\������)��G������������WK�&LU��������������������������������������������������������
%URZQ�Y��3ODWD������8�6���������������������������������������������������������������������������������
&DPHURQ�Y��%RXFKDUG��1R�����FY�������������:/����������(�'��0LFK��0D\�����
������������������������������������������������������������������������������������������������������������������������������

&DUOWRQ�Y��'HS
W�RI�&RUUHFWLRQV������0LFK��$SS����������������1�:��G������0LFK��
������������������������������������������������������������������������������������������������������������������������������

&DVWLOOR�Y��%DUU��BB�)��6XSS���G�BB��&9����������7-+��$)0[��������:/�
���������DW�
���&�'��&DO��0DU���������������������������������������������������������������������������

&LW\�RI�'HDUERUQ�Y��&RPFDVW�RI�0LFK�������)��6XSS���G�����������(�'��0LFK�������
����������������������������������������������������������������������������������������������������������������������������������

&LW\�RI�5HYHUH�Y��0DVV��*HQ��+RVS�������8�6�������������������������������������������������
'H6KDQH\�Y��:LQQHEDJR�&W\��'HS¶W�RI�6RF��6HUYV�������8�6����������������������������
'HWURLW�)LUH�)LJKWHUV�$VV¶Q��,$))�/RFDO�����Y��'HWURLW������0LFK��������������
1�:��G������0LFK�����������������������������������������������������������������������������������������������

'RGGV�Y��8�6��'HS¶W�RI�(GXF�������)��G������������WK�&LU��������������������������������������
(VWHOOH�Y��*DPEOH������8�6������������������������������������������������������������������������������
)DUPHU�Y��%UHQQDQ������8�6�������������������������������������������������������������������������
)ODQRU\�Y��%RQQ������)��G���������������WK�&LU�����������������������������������������������������
*�	�9�/RXQJH��,QF��Y��0LFK��/LTXRU�&RQWURO�&RPP¶Q�����)��G��������������WK�&LU��
������������������������������������������������������������������������������������������������������������������������������

*DUQHU�Y��0LFKLJDQ�6WDWH�8QLYHUVLW\������1�:��G�����������0LFK��$SS��������������
+HOOLQJ�Y��0F.LQQH\������8�6������������������������������������������������������������������������
+RSH�Y��3HO]HU������8�6������������������������������������������������������������������������������������
+RSSHU�Y��3KLO�3OXPPHU������)��G������������WK�&LU���������UHK¶J�GHQLHG��0D\����
������������������������������������������������������������������������������������������������������������������������������

,Q�UH�'H/RUHDQ�0RWRU�&R�������)��G��������������WK�&LU��������������������������������������
-RKQVRQ�Y��2SHUDWLRQ�*HW�'RZQ��,QF���1R�����������������:/����������DW�
��
�(�'��0LFK������������������������������������������������������������������������������������������������������������

-ROO\�Y��&RXJKOLQ�����)��G������������G�&LU������������������������������������������������������������
.LQJVOH\�Y��+HQGULFNVRQ������8�6�����������6��&W������������±���������������������
/HH�Y��%LUNHWW��1R����±FY±������������:/����������DW�
���(�'��0LFK��)HE������
������������������������������������������������������������������������������������������������������������������������������

3HRSOH�Y��%XOORFN������1�:��G���������������0LFK����������0LFK������������������������
5LFKNR�Y��:D\QH�&W\���0LFK�������)��G������������WK�&LU�������������������������������������
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5LFKPRQG�Y��+XT������)��G������������WK�&LU��������������������������������������������������������
7KDNNHU�Y��'ROO��BB�)��6XSS���G�BB�������:/���������DW�
���0�'��3D��0DU������
������������������������������������������������������������������������������������������������������������������������������

8QLWHG�6WDWHV�Y��*DUORFN��1R�����&U�������������:/����������DW�
���1�'��&DO��
0DU���������������������������������������������������������������������������������������������������������������������

8QLWHG�6WDWHV�Y��6WHSKHQV��BB�)��6XSS���G�BB��1R�����&5����������:/����������DW�

���6�'�1�<��0DU�������������������������������������������������������������������������������������������������

:LOVRQ�Y��*RUGRQ������)��G������������WK�&LU��������������������������������������������������������
:LOVRQ�Y��6HLWHU������8�6��������������������������������������������������������������������������������
<RXQJEHUJ�Y��5RPHR������8�6��������������������������������������������������������������������������
=KDQJ�Y��%DUU��1R��('�&9����������$%�������:/����������DW�
���&�'��&DO��
0DU���������������������������������������������������������������������������������������������������������������������

�
�
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,1752'8&7,21�

$Q�RXWEUHDN�RI�WKH�QRYHO�FRURQDYLUXV�LV�RFFXUULQJ�LQ�WKH�:D\QH�&RXQW\�-DLO�

�³-DLO´��� ZKHUH� 'HIHQGDQWV� FRQILQH� DSSUR[LPDWHO\� ���� KXPDQ� EHLQJV� LQ�

OLIH�WKUHDWHQLQJ� FRQGLWLRQV�� � 5HFHQWO\� UHOHDVHG� &29,'���� WHVW� UHVXOWV� VKRZ� WKDW�

'HIHQGDQWV�KDYH�IDLOHG�WR�FRQWDLQ�WKH�VSUHDG�RI�WKH�YLUXV�LQ�WKH�-DLO��DQG�GHWDLQHHV��

HVSHFLDOO\�WKH�PHGLFDOO\�YXOQHUDEOH��UHPDLQ�LQ�JUDYH�GDQJHU���$V�RI�0D\�����������

����RI�WKH�����������GHWDLQHHV�WHVWHG�KDG�HLWKHU�DQ�DFWLYH�&29,'����LQIHFWLRQ�RU�

&29,'����DQWLERGLHV� LQ� WKHLU�EORRG��PHDQLQJ� WKDW� WKH\�ZHUH�SUHYLRXVO\� LQIHFWHG�

ZLWK� WKH� YLUXV�� � 7KHVH� ���� LQIHFWLRQV� DUH� LQ� DGGLWLRQ� WR� WKH� ����:D\QH� &RXQW\�

6KHULII¶V�2IILFH�HPSOR\HHV�ZKR�KDYH�DOUHDG\�WHVWHG�SRVLWLYH�IRU�&29,'����DQG�IRXU�

PHPEHUV�RI�WKH�-DLO�VWDII�ZKR�KDYH�DOUHDG\�GLHG�DV�D�UHVXOW�RI�EHLQJ�LQIHFWHG�ZLWK�WKH�

YLUXV�����

'HVSLWH� WKH� VWDJJHULQJ� UDWH� RI� LQIHFWLRQV�� 'HIHQGDQWV� FRQWLQXH� WR� FRQILQH�

GHWDLQHHV�LQ�FRQGLWLRQV�WKDW� IDLO� WR�PLWLJDWH� WKH�VSUHDG�RI� WKH�YLUXV�� �3ODLQWLIIV�DUH�

GHWDLQHG� LQ� FHOOV� ZLWK� RSHQ� VWHHO� JULGV� RU� EDUV� WKDW� DOORZ� DHURVROL]HG� DQG� ODUJH�

GURSOHWV� FRQWDLQLQJ� &29,'���� WR� IUHHO\� VSUHDG� EHWZHHQ� FHOOV�� DUH� VRPHWLPHV�

GRXEOH�EXQNHG��VOHHSLQJ�RQ�WRS�RI�HDFK�RWKHU��KDYH�OLPLWHG�RU�QR�DFFHVV�WR�K\JLHQH�

�
��6HH�$PEHU�$LQVZRUWK������:D\QH�&RXQW\�6KHULII¶V�2IILFH�HPSOR\HHV�����MDLO�LQPDWHV�WHVW�SRVLWLYH�
IRU� &29,'����� :',9� &OLFN2Q'HWURLW� �0D\� ��� �������
KWWSV���ZZZ�FOLFNRQGHWURLW�FRP�QHZV�ORFDO����������������ZD\QH�FRXQW\�VKHULIIV�RIILFH�
HPSOR\HHV����MDLO�LQPDWHV�WHVW�SRVLWLYH�IRU�FRYLG��������
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SURGXFWV�DQG�FOHDQLQJ�VXSSOLHV��DUH�QRW�SURSHUO\�TXDUDQWLQHG�ZKHQ�VLFN��DQG�GR�QRW�

KDYH� DFFHVV� WR�PHGLFDO� FDUH� RU� HTXLSPHQW� �LQFOXGLQJ� IDFHPDVNV�� DQ\ZKHUH� QHDU�

VXIILFLHQW� LQ� TXDOLW\� RU� YROXPH� WR� UHVSRQG� WR� WKH� &29,'���� RXWEUHDN� WKDW� LV�

RFFXUULQJ���

0RVW�LPSRUWDQWO\��'HIHQGDQWV�FRQWLQXH�WR�FRQILQH�GHWDLQHHV�LQ�DUHDV�RI�WKH�MDLO�

ZKHUH�VRFLDO�GLVWDQFLQJ²WKH�VLQJOH�PRVW�LPSRUWDQW�SUHFDXWLRQ�DQ\RQH�FDQ�WDNH�WR�

SUHYHQW�VSUHDGLQJ�RU�FRQWUDFWLQJ�&29,'���²LV�LPSRVVLEOH���7KH�PRVW�WURXEOLQJ�RI�

ZKLFK� LV�'HIHQGDQWV�FRQWLQXHG�XVH�RI�'LYLVLRQ�,,� WR�FRQILQH�GHWDLQHHV�GXULQJ�WKH�

SDQGHPLF�� �'U��5RWWQHN�IRXQG� WKDW� LW� LV� LPSRVVLEOH� WR�SUDFWLFH�PHGLFDOO\�UHTXLUHG�

VRFLDO�GLVWDQFLQJ�LQ�'LYLVLRQ�,,���+H�DOVR�IRXQG�WKDW�LW�LV�LPSRVVLEOH�WR�DGHTXDWHO\�

FOHDQ�'LYLVLRQ�,,�EHFDXVH�RI�LWV�GHFUHSLW�SK\VLFDO�FRQGLWLRQ���7KHUH�LV�WKXV�QR�ZD\�WR�

UHDVRQDEO\�PLWLJDWH�WKH�VSUHDG�RI�&29,'����LQ�'LYLVLRQ�,,��DQG�LWV�FRQWLQXHG�XVH�

GXULQJ�WKH�SDQGHPLF�ZLOO�OHDG�WR�LQFUHDVHG�&29,'����LQIHFWLRQV�DPRQJ�GHWDLQHHV�

DQG�VWDII���6HH�([�����5HSRUW�RI�WKH�,QVSHFWLRQ�RI�WKH�:D\QH�&RXQW\�-DLO�RQ�0D\�����

�����E\�)UHG�5RWWQHN��0'��0$+&0��³5RWWQHN�5HSRUW´���DW����������������([����

�'HFODUDWLRQ�RI�'U��$GDP�/DXULQJ� �³/DXULQJ�'HFO�´��� ������ ������� ���� �%HFDXVH�

PDQ\�SHRSOH�FRQILQHG�DW�WKH�MDLO�DUH�PHGLFDOO\�YXOQHUDEOH��WKH�FRQWLQXHG�VSUHDG�RI�

WKH�YLUXV�SXWV�WKHLU�KHDOWK�DQG�OLYHV�LQ�JUDYH�GDQJHU���

$V�&29,'����VSUHDGV�LQVLGH�DQG�RXWVLGH�WKH�-DLO��WLPH�LV�UXQQLQJ�RXW�WR�VDYH�

3ODLQWLIIV¶�OLYHV�DQG�WR�SUHYHQW�WKH�-DLO�IURP�EHFRPLQJ�DQ�HSLFHQWHU�RI�FRPPXQLW\�
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LQIHFWLRQ�� � 3ODLQWLIIV� VHHN� WZR� IRUPV� RI� LPPHGLDWH� UHOLHI�� � )LUVW�� 3ODLQWLIIV� VHHN�

FODVV�ZLGH� UHOLHI� UHTXLULQJ� 'HIHQGDQWV� WR� WDNH� FULWLFDO� VWHSV� LQVLGH� WKH� -DLO� WR�

VDIHJXDUG�SHRSOH�ZKR��GXH�WR�WKH�QDWXUH�RI�WKHLU�FRQILQHPHQW��DUH�DW�VHULRXV�ULVN�RI�

LQIHFWLRQ�� LOOQHVV�� RU� GHDWK� IURP� &29,'����� � 6HFRQG�� 3ODLQWLIIV� VHHN� DQ� RUGHU�

UHTXLULQJ�WKH�-DLO�WR�UHGXFH�LWV�GHWDLQHH�SRSXODWLRQ�WR�D�OHYHO�ZKHUH�GHWDLQHHV�DQG�-DLO�

VWDII�FDQ�DGHTXDWHO\�SUDFWLFH�VRFLDO�GLVWDQFLQJ�DQG�PDLQWDLQ�GDLO\�OLYLQJ�SUDFWLFHV�

WKDW�UHDVRQDEO\�PLWLJDWH�WKH�ULVN�RI�LQIHFWLRQ�DQG�VSUHDG�RI�&29,'������

7KLV�H[WUDRUGLQDU\�PRPHQW�UHTXLUHV�WKH�&RXUW¶V�LPPHGLDWH�LQWHUYHQWLRQ���7KH�

³KRUL]RQ� RI� ULVN� IRU� &29,'���� LQ� WKLV� IDFLOLW\� LV� D�PDWWHU� RI� GD\V�� QRW�ZHHNV�´��

/DXULQJ�'HFO���������0RUH�SHUVRQV�LQFDUFHUDWHG�LQ�0LFKLJDQ�SULVRQV�KDYH�GLHG�IURP�

&29,'����WKDQ�LQ�DQ\�RWKHU�VWDWH�H[FHSW�2KLR���$QG�LPPHGLDWH�UHOLHI�LV�LQ�WKH�SXEOLF�

LQWHUHVW��DV�D�IXUWKHU�RXWEUHDN�ZLWKLQ�WKH�-DLO�FRXOG�GUDLQ�WKH�'HWURLW�PHWURSROLWDQ�

DUHD�RI�OLPLWHG�KHDOWKFDUH�UHVRXUFHV��LQFOXGLQJ�YHQWLODWRUV���)RU�WKHVH�UHDVRQV��DQG�

IRU�WKH�UHDVRQV�H[SODLQHG�IXUWKHU�EHORZ��WKLV�&RXUW�VKRXOG�JUDQW�3ODLQWLIIV¶�PRWLRQ�

IRU�WHPSRUDU\�UHVWUDLQLQJ�RUGHU��

%$&.*5281'�$1'�)$&76�

,�� 7KH�&29,'����&ULVLV�LV�D�+HDOWK�&ULVLV�8QPDWFKHG�LQ�/LYLQJ�0HPRU\��

:H�DUH�LQ�WKH�PLGVW�RI�DQ�XQSUHFHGHQWHG�SXEOLF�KHDOWK�HPHUJHQF\���6HH�([�����

�
�� $� 6WDWH�E\�6WDWH� /RRN� DW� &RURQDYLUXV� LQ� 3ULVRQV�� 7KH� 0DUVKDOO� 3URMHFW�� �0D\� ���� �������
KWWSV���ZZZ�WKHPDUVKDOOSURMHFW�RUJ������������D�VWDWH�E\�VWDWH�ORRN�DW�FRURQDYLUXV�LQ�SULVRQV��
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&RPSO���������7KH�QXPEHU�RI�SHRSOH�LQIHFWHG�E\�&29,'����KDV�JURZQ�H[SRQHQWLDOO\�

LQ�WKLV�FRXQWU\�VLQFH�WKH�ILUVW�FDVH�ZDV�LGHQWLILHG�LQ�-DQXDU\���,G���������%\�0DUFK�����

������WKH�:RUOG�+HDOWK�2UJDQL]DWLRQ�GHILQHG�WKH�RXWEUHDN�DV�D�JOREDO�SDQGHPLF���,G��

�������$V�RI�0D\�����RYHU�����������SHRSOH�KDYH�EHHQ�GLDJQRVHG�ZLWK�&29,'����LQ�

WKH�8QLWHG� 6WDWHV�� ZLWK� RYHU� ������� GHDWKV� FRQILUPHG��� �:LWKRXW� HIIHFWLYH� SXEOLF�

KHDOWK�LQWHUYHQWLRQV��WKH�&HQWHUV�IRU�'LVHDVH�&RQWURO�DQG�3UHYHQWLRQ��³&'&´��SURMHFW�

WKDW�DV�PDQ\�DV�����PLOOLRQ�$PHULFDQV�ZLOO�GLH���,G���������7KLV�QXPEHU�LV�VXUH�WR�ULVH�

LI�FRQGLWLRQV�LQ�WKLV�FRXQWU\¶V�MDLOV�DQG�SULVRQV�DUH�QRW�UDSLGO\�DGGUHVVHG���

&29,'����LV�D�KLJKO\�FRQWDJLRXV�YLUXV�WKDW�FDQ�VHYHUHO\�GDPDJH�OXQJ�WLVVXH��

LPSHGH�FDUGLDF�IXQFWLRQV��FDXVLQJ�KHDUW�IDLOXUH���DQG�SHUPDQHQWO\�KDUP�RWKHU�RUJDQV���

,G���������([SHULHQFLQJ�D�VHYHUH�FDVH�RI�&29,'����KDV�EHHQ�FRPSDUHG�WR�³GURZQLQJ�

LQ�>RQH¶V@�RZQ�EORRG�´��,G���������$SSUR[LPDWHO\�����RI�SHRSOH�LQIHFWHG�H[SHULHQFH�

OLIH�WKUHDWHQLQJ�FRPSOLFDWLRQV��EHWZHHQ����DQG������GLH���,G���������7KH�IDWDOLW\�UDWH�

LV�DERXW� WHQ� WLPHV�KLJKHU� WKDQ�D�VHYHUH�VHDVRQDO� LQIOXHQ]D��HYHQ� LQ�FRXQWULHV�ZLWK�

�
�� 6HH� &HQWHUV� IRU� 'LVHDVH� &RQWURO� 	� 3UHYHQWLRQ�� &RURQDYLUXV� ������ &DVHV� LQ� WKH� 8�6���
KWWSV���ZZZ�FGF�JRY�FRURQDYLUXV������QFRY�FDVHV�XSGDWHV�FDVHV�LQ�XV�KWPO� �ODVW�YLVLWHG�0D\�����
�������
��6HH�/LVD�)UHHODQG��'DYLG�3DWWRQ��	�-RQ�6DQGV��:H¶OO�VHH�PDQ\�PRUH�FRYLG����GHDWKV�LQ�SULVRQV�
LI� %DUU� DQG� &RQJUHVV� GRQ¶W� DFW� QRZ�� :DVK�� 3RVW� �$SU�� ��� �������
KWWSV���ZZZ�ZDVKLQJWRQSRVW�FRP�RSLQLRQV������������FRYLG���V�WKUHDW�SULVRQV�DUJXHV�
UHOHDVLQJ�DW�ULVN�RIIHQGHUV���8GL�2IHU�	�/XFLD�7LDQ��1HZ�0RGHO�6KRZV�5HGXFLQJ�-DLO�3RSXODWLRQ�
ZLOO� /RZHU� &29,'���� 'HDWK� 7ROO� IRU� $OO� RI� 8V�� $&/8� �$SU�� ���� �������
KWWSV���ZZZ�DFOX�RUJ�QHZV�VPDUW�MXVWLFH�QHZ�PRGHO�VKRZV�UHGXFLQJ�MDLO�SRSXODWLRQ�ZLOO�ORZHU�
FRYLG����GHDWK�WROO�IRU�DOO�RI�XV���
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KLJKO\�HIIHFWLYH�KHDOWK�FDUH�V\VWHPV���,G���&RPSOLFDWLRQV�PDQLIHVW�DW�DQ�DODUPLQJ�SDFH��

DQG� WKH� UHTXLUHG� OHYHOV� RI� PHGLFDO� VXSSRUW²ZKLFK� LQFOXGH� KLJKO\� VSHFLDOL]HG�

HTXLSPHQW�OLNH�YHQWLODWRUV��DV�ZHOO�DV�DQ�HQWLUH�WHDP�RI�KHDOWK�FDUH�SURYLGHUV²KDYH�

EHHQ�UDSLGO\�RYHUZKHOPLQJ�KRVSLWDOV�QDWLRQDOO\�DQG�JOREDOO\���,G����������

$OWKRXJK�HYHU\RQH�LV�DW�ULVN�RI�FRQWUDFWLQJ�&29,'�����VRPH�SRSXODWLRQV�DUH�

DW�KLJKHU�ULVN�IRU�VHYHUH�KHDOWK�RXWFRPHV���&HUWDLQ�XQGHUO\LQJ�PHGLFDO�FRQGLWLRQV²

LQFOXGLQJ�OXQJ�GLVHDVH��DVWKPD��FKURQLF�REVWUXFWLYH�SXOPRQDU\�GLVHDVH��FKURQLF�OLYHU�

RU�NLGQH\�GLVHDVH��GLDEHWHV��HSLOHSV\��K\SHUWHQVLRQ��KHSDWLWLV�&��FRPSURPLVHG�LPPXQH�

V\VWHPV��EORRG�GLVRUGHUV�� LQKHULWHG�PHWDEROLF�GLVRUGHUV��DQG�D�KLVWRU\�RI�VWURNHV²

LQFUHDVH�WKH�ULVN�IRU�LQGLYLGXDOV�RI�DQ\�DJH���,G���������3HRSOH�RYHU�WKH�DJH�RI�ILIW\�

DQG�SUHJQDQW�SHRSOH�DOVR�IDFH�JUHDWHU�FKDQFHV�RI�VHULRXV�LOOQHVV�RU�GHDWK���,G���7KH�

RQO\�NQRZQ�HIIHFWLYH�PHDVXUH� WR�PLWLJDWH� WKHVH�PRUH�H[WUHPH� ULVNV� LV� WR�SUHYHQW�

LQIHFWLRQ�LQ�WKH�ILUVW�LQVWDQFH���,G��������

$FFRUGLQJO\�� SXEOLF� KHDOWK� H[SHUWV� DQG� RIILFLDOV� XUJH� ³VRFLDO� GLVWDQFLQJ´²

LVRODWLQJ�RQHVHOI� IURP�RWKHU�SHRSOH�DW�D�PLQLPXP�GLVWDQFH�RI� VL[� IHHW²DV�ZHOO�DV�

IUHTXHQW�KDQG�ZDVKLQJ��XVH�RI�KDQG�VDQLWL]HU��DQG�IUHTXHQW�FOHDQLQJ�DQG�GLVLQIHFWLQJ�

RI�KLJK�WRXFK�VXUIDFHV�DQG�REMHFWV���,G���7KHVH�PHDVXUHV�DUH�SDUWLFXODUO\�LPSRUWDQW�LQ�

MDLO��D�FRQJUHJDWH�VHWWLQJ�WKDW�FDQ�UDSLGO\�EHFRPH�D�³SXEOLF�KHDOWK�GLVDVWHU�XQIROGLQJ�

EHIRUH�RXU�H\HV�´��

�
��-DQ�5DQVRP�	�$ODQ�)HXHU��:H¶UH�/HIW�IRU�'HDG��)HDUV�RI�9LUXV�&DWDVWURSKH�DW�5LNHUV�-DLO��1�<��
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,,�� $�&29,'����-DLO�2XWEUHDN�LV�DQ�([WUHPH�7KUHDW�WR�3XEOLF�+HDOWK��

,QFDUFHUDWHG� SHUVRQV� DUH� DW� KHLJKWHQHG� ULVN� RI� LQIHFWLRQ� DQG� GHDWK� IURP�

&29,'����� � &RPSO�� �� ��� �FLWLQJ� WKH� &'&¶V� JXLGDQFH� IRU� GHWHQWLRQ� IDFLOLWLHV����

$FFRUGLQJ�WR�SXEOLF�KHDOWK�H[SHUWV��³WKH�ULVN�SRVHG�E\�&29,'����LQ�MDLOV�DQG�SULVRQV�

LV�VLJQLILFDQWO\�KLJKHU�WKDQ�LQ�WKH�FRPPXQLW\�������LQ�WHUPV�RI�ULVN�RI�WUDQVPLVVLRQ��

H[SRVXUH��DQG�KDUP�WR�LQGLYLGXDOV�ZKR�EHFRPH�LQIHFWHG�´��,G��������VHH�DOVR�([����

�'HFODUDWLRQ�RI�'U��-DLPLH�0H\HU��³0H\HU�'HFO�´��������/DXULQJ�'HFO���������7KLV�LV�

GXH�WR�D�QXPEHU�RI�IDFWRUV��LQFOXGLQJ�IRUFHG�SUR[LPLW\�RI�GHWDLQHG�LQGLYLGXDOV��WKHLU�

LQDELOLW\� WR� SURWHFW� WKHPVHOYHV� WKURXJK� VRFLDO� GLVWDQFLQJ�� ODFN� RI� PHGLFDO� DQG�

K\JLHQH�VXSSOLHV��KHDY\�UHOLDQFH�RQ�RXWVLGH�KRVSLWDOV�IRU�VHULRXV�PHGLFDO�FDUH��IRUFHG�

ODERU� RI� LQFDUFHUDWHG� SHRSOH� LQ� FOHDQLQJ� WKH� IDFLOLWLHV� ZLWK� LQVXIILFLHQW� VXSSOLHV��

FRQVWDQW�F\FOLQJ�RI�SHRSOH�WKURXJK�WKH�MDLOV��DQG�LQDGHTXDWH�PHGLFDO�FDUH�ZLWKLQ�WKH�

MDLO�LWVHOI���&RPSO��������

7KH�JURZLQJ�GHYDVWDWLRQ�LQ�MDLOV�DURXQG�WKH�FRXQWU\��DQG�LQ�0LFKLJDQ��LV�D�

KDUELQJHU�IRU�ZKDW�DZDLWV�:D\QH�&RXQW\���,Q�1HZ�<RUN�&LW\��OHVV�WKDQ�D�PRQWK�DIWHU�

WKH�GHWHFWLRQ�RI� WKH� ILUVW� FDVH�DW�5LNHUV� ,VODQG��PRUH� WKDQ�����SHRSOH²LQFOXGLQJ�

PRUH�WKDQ�����MDLO�VWDII²KDG�WHVWHG�SRVLWLYH��DQG�WZR�MDLO�RIILFHUV�KDG�GLHG���,G����

���� �$V�RI�0D\�����������0LFKLJDQ�SULVRQV�KDYH�UHSRUWHG�DW�OHDVW� ������FDVHV�RI�

�
7LPHV�� 0DU�� ���� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������Q\UHJLRQ�FRURQDYLUXV�ULNHUV�Q\F�
MDLO�KWPO��
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FRURQDYLUXV�DPRQJ�GHWDLQHHV�DQG����GHDWKV�� UDWHV� WKDW�DUH�PRUH� WKDQ�������DQG�

�����KLJKHU��UHVSHFWLYHO\��WKDQ�0LFKLJDQ¶V�RYHUDOO�LQIHFWLRQ�DQG�GHDWK�UDWHV���

$Q�RXWEUHDN�FDQQRW�EH�FRQWDLQHG�LQVLGH�WKH�-DLO���:KDW�KDSSHQV�WR�WKH�SHRSOH�

WUDSSHG�LQVLGH�WKLV�³WLFNLQJ�WLPH�ERPE´��DIIHFWV�RWKHUV�ZKR�F\FOH� WKURXJK�WKH�-DLO��

LQFOXGLQJ�-DLO�DQG�PHGLFDO�VWDII���&RPSO��������([�����'HFODUDWLRQ�RI�'U��0DUF�6WHUQ�

�³6WHUQ�'HFO�´���������7KH�RXWEUHDN�WKHQ�VSUHDGV�WR�VWDII¶V�IDPLOLHV�DQG�WKH�FRPPXQLW\���

6WHUQ�'HFO���������-DLO�RXWEUHDNV�FDQ�TXLFNO\�RYHUZKHOP�UHJLRQDO�KRVSLWDOV��PDNLQJ�

UHVRXUFHV� XQDYDLODEOH� WR� WUHDW� RWKHUV� VXIIHULQJ� IURP� &29,'���� RU� XQUHODWHG�

OLIH�WKUHDWHQLQJ�FRQGLWLRQV�OLNH�KHDUW�DWWDFNV���&RPSO��������6WHUQ�'HFO���������$V�FRXUWV�

KDYH�QRWHG��³>W@KH�PRUH�SHRSOH�ZH�FURZG�LQWR�>D@�IDFLOLW\��WKH�PRUH�ZH¶UH�LQFUHDVLQJ�

WKH�ULVN�WR�WKH�FRPPXQLW\�´��8QLWHG�6WDWHV�Y��6WHSKHQV��BB�)��6XSS���G�BB��1R�����

&5����� ����� :/� ��������� DW� 
�� �6�'�1�<�� 0DU�� ���� ������ �LQWHUQDO� FLWDWLRQ�

RPLWWHG���

,,,�� 'HIHQGDQWV�$UH�1RW�7DNLQJ�1HFHVVDU\�6WHSV�WR�3UHYHQW�$�:LGHVSUHDG�
2XWEUHDN�LQ�WKH�-DLO��

$�� 7KH�7KUHH�'LYLVLRQV�RI�WKH�-DLO�+RXVH�1XPHURXV�3HRSOH�:KR�$UH�
&XUUHQWO\�DW�5LVN�RI�&RQWUDFWLQJ�&29,'�����

0DQ\�RI�WKH�SHUVRQV�GHWDLQHG�LQ�'LYLVLRQ�,��WKH�³1HZ�-DLO´��DQG�'LYLVLRQ�,,�

�
�� $� 6WDWH�E\�6WDWH� /RRN� DW� &RURQDYLUXV� LQ� 3ULVRQV�� 7KH� 0DUVKDOO� 3URMHFW�� �0D\� ���� �������
KWWSV���ZZZ�WKHPDUVKDOOSURMHFW�RUJ������������D�VWDWH�E\�VWDWH�ORRN�DW�FRURQDYLUXV�LQ�SULVRQV��
��6W��/RXLV�8QLY���³7LFNLQJ�7LPH�%RPE�´�3ULVRQV�8QSUHSDUHG�)RU�)OX�3DQGHPLF��6FLHQFH'DLO\�
��������KWWSV���ZZZ�VFLHQFHGDLO\�FRP�UHOHDVHV����������������������KWP��
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�WKH�³2OG�-DLO´��DUH�GHWDLQHG�SUHWULDO�DQG� UHJXODUO\� WUDYHO�EDFN�DQG� IRUWK�EHWZHHQ�

'LYLVLRQ� ,� DQG�'LYLVLRQ� ,,�� �0DQ\� RI� WKH� GHWDLQHHV� FRQILQHG� LQ�'LYLVLRQ� ,,,� �WKH�

³'LFNHUVRQ�)DFLOLW\´��KDYH�EHHQ�VHQWHQFHG�E\�WKH�WULDO�FRXUW��DQG�VRPH�OHDYH�WKH�-DLO�

RQ�ZRUN�UHOHDVH�DQG�UHWXUQ�HDFK�GD\�DQG�QLJKW���([�����³&��:KLWH�'HFO�´���������7KH�

ODXQGU\�VHUYLFHV�IRU�DOO�WKUHH�'LYLVLRQV�DQG�WKH�MXYHQLOH�GHWHQWLRQ�FHQWHU�RFFXU� LQ�

'LYLVLRQ�,,,����

$JJUHVVLYH�PHDVXUHV�DUH�UHTXLUHG�WR�VWRS�WKH�VSUHDG�RI�JHUPV�EHWZHHQ�DQG�

ZLWKLQ�'LYLVLRQV��DV�DQ�RXWEUHDN�RI�&29,'����LQ�RQH�SDUW�RI�RQH�'LYLVLRQ�ZRXOG�DOO�

EXW�JXDUDQWHH�D� VSUHDG�RI� WKH�YLUXV� WR�RWKHU�GHWDLQHHV� DQG�VWDII�� �7KLV� ULVN� LV�QRW�

K\SRWKHWLFDO� JLYHQ� WKH� QXPEHU� RI� -DLO� VWDII� DQG� GHWDLQHHV� ZKR� KDYH� DOUHDG\�

FRQWUDFWHG�&29,'����DQG�WKRVH�-DLO�HPSOR\HHV�WKDW�KDYH�DOUHDG\�GLHG���'HIHQGDQWV�

DUH� WKXV� ZHOO� DZDUH� RI� &29,'���� DQG� LWV� JUDYH� ULVNV�� EXW� WKH\� KDYH� IDLOHG� WR�

XQGHUWDNH�WKH�QHFHVVDU\�PHDVXUHV�WR�SURWHFW�GHWDLQHHV�IURP�FRQWUDFWLQJ�WKH�YLUXV��

LQVWHDG�GLUHFWO\�SODFLQJ�GHWDLQHHV�LQ�KDUP¶V�ZD\��

%�� 'HIHQGDQWV�PDLQWDLQ�GDQJHURXV�FRQGLWLRQV�DW�WKH�-DLO�E\�IDLOLQJ�WR�
SUDFWLFH�FULWLFDO�VRFLDO�GLVWDQFLQJ�DQG�FRQILQLQJ�GHWDLQHHV�LQ�
IDFLOLWLHV�ZKHUH�VRFLDO�GLVWDQFLQJ�LV�LPSRVVLEOH���

6RFLDO�GLVWDQFLQJ�LV�WKH�VLQJOH�PRVW�LPSRUWDQW�SUHFDXWLRQ�DQ\RQH�FDQ�WDNH�WR�

SUHYHQW�WKH�VSUHDG�RI�&29,'������&RPSO�������*RYHUQRUV��PD\RUV��DQG�ORFDO�FLW\�

DQG�FRXQW\�RIILFLDOV²LQFOXGLQJ�'HIHQGDQW�6KHULII�%HQQ\�1DSROHRQ��VHH�LQIUD�QRWH�

��²KDYH�DOO�XUJHG�WKH�SXEOLF�WR�SUDFWLFH�VRFLDO�GLVWDQFLQJ���,G���*DWKHULQJV�ZKHUH�LW�
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LV�LPSRVVLEOH�WR�PDLQWDLQ�VRFLDO�GLVWDQFLQJ�KDYH�EHHQ�FDQFHOOHG�DFURVV�WKH�FRXQWU\�

DQG� WKH�ZRUOG�� DQG� LQ� VHYHUDO� VWDWHV�� LQFOXGLQJ�0LFKLJDQ�� SROLFH� DUH� DUUHVWLQJ� RU�

WLFNHWLQJ�SHRSOH�ZKR�IDLO�WR�PDLQWDLQ�VL[�IHHW�RI�VHSDUDWLRQ�EHWZHHQ�WKHPVHOYHV�DQG�

RWKHUV���,G���<HW��'HIHQGDQWV�FRQWLQXH�WR�FRQILQH�GHWDLQHHV�LQ�DUHDV�RI�WKH�-DLO�ZKHUH�

VRFLDOO\�GLVWDQFLQJ�LV�LPSRVVLEOH���

,Q�'LYLVLRQV� ,� DQG� ,,�� VRFLDO� GLVWDQFLQJ� DW� WKH� FXUUHQW� MDLO� SRSXODWLRQ� OHYHO�

VLPSO\�FDQQRW�EH�GRQH���,Q�ERWK�'LYLVLRQV��WKH�MDLO�FHOOV�KDYH�IURQW�IDFLQJ�ZDOOV�RI�

EDUV�RU�RSHQ�VWHHO�JULGV��ZKLFK�DOORZ�ODUJH�DHURVROL]HG�GURSOHWV�FRQWDLQLQJ�&29,'�

���WR�VSUHDG�IUHHO\�EHWZHHQ�FHOOV���5RWWQHN�5HSRUW�DW�����������7KH�OD\RXW�RI�'LYLVLRQ�

,,�PDNHV�LW�LPSRVVLEOH� WR�PDLQWDLQ�DW�OHDVW���IHHW�RI�GLVWDQFH�IURP�DQRWKHU�SHUVRQ�

ZKLOH� LQ� WKH�FRPPRQ�DUHD�RU�ZDONLQJ�LQ�WKH�VHFXUHG�DUHD�RU�KDOOZD\�� � ,G��DW�������

7KXV�� -DLO� VWDII� FDQQRW� SUDFWLFH� VRFLDO� GLVWDQFLQJ� LQ�'LYLVLRQ� ,,�ZKHQ� FRQGXFWLQJ�

URXWLQH�DFWLYLWLHV�VXFK�DV�PDNLQJ�URXQGV���,G���7KHUHIRUH��-DLO�VWDII�WKDW�DUH�LQIHFWHG�

ZLWK� WKH� YLUXV� PD\� EH� WUDQVPLWWLQJ� LW� WR� GHWDLQHHV� ZKHQ� PDNLQJ� URXQGV�� � ,G���

$GGLWLRQDOO\��WKH�SK\VLFDO�FRQGLWLRQV�RI�'LYLVLRQ�,,�UHQGHU�WKH�IDFLOLW\�FRPSOHWHO\�

XQVDIH� IRU� GHWDLQHHV� GXULQJ� WKH� SDQGHPLF�� WKH� ³SHUYDVLYH� GLVUHSDLU�� LUUHJXODU�

VXUIDFHV��UXVW��SDLQW�SHHOLQJ�DQG�FKLSSLQJ��PLOGHZ��DQG�PROG´�PDNH�LW�LPSRVVLEOH�WR�

DGHTXDWHO\�FOHDQ���,G��DW������%HFDXVH�WKH�YLUXV�FDQ�VXUYLYH�RQ�LQDQLPDWH�REMHFWV�DQG�

VXUIDFHV�� WKH� LQDELOLW\� WR� SURSHUO\� DQG� DGHTXDWHO\� FOHDQ� KLJK� WRXFK� REMHFWV� DQG�

VXUIDFHV�VHULRXVO\�LQFUHDVHV�WKH�ULVN�RI�WKH�VSUHDG�RI�&29,'������/DXULQJ�'HFO�����
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'HWDLQHHV�ZLWK�VHULRXV�XQGHUO\LQJ�PHGLFDO�FRQGLWLRQV�DQG�RWKHU�FRQFXUUHQW�

LOOQHVVHV�� OLNH� SQHXPRQLD�� DUH� FRQILQHG� LQ� JHQHUDO� SRSXODWLRQ� XQLWV� ZKHUH� VRFLDO�

GLVWDQFLQJ�LV�LPSRVVLEOH���([�����³0DWKHZV�'HFO�´�������([�����³5XVVHOO�'HFO�´��������

&KDUOHV�5XVVHOO��ZKR�KDV�VWDJH�WKUHH�SURVWDWH�FDQFHU��DQG�GLDEHWHV��OLYHG�LQ�D�JHQHUDO�

SRSXODWLRQ�XQLW�ZLWK����RWKHU�GHWDLQHHV��WKH\�ZHUH�DOO�IRUFHG�WR�VKDUH�WKUHH�ZRUNLQJ�

VKRZHUV�DQG�IRXU�ZRUNLQJ�WRLOHWV���5XVVHOO�'HFO�������������

'U�� 5RWWQHN� IRXQG� WKDW�� DV� RI� 0D\� ���� ������ 'HIHQGDQWV� FRQWLQXH� WR�

GRXEOH�EXQN� GHWDLQHHV�� LQ� EHGV� WKDW� DUH� RQO\� D� IHZ� IHHW� DSDUW� IURP� HDFK� RWKHU��

5RWWQHN�5HSRUW�DW�����������VHH�DOVR�([������³1LFNHO�'HFO�´��������7KLV�SUDFWLFH�GRHV�

QRW� DOORZ� IRU� WKH� UHTXLVLWH� VRFLDO� GLVWDQFLQJ� WR� RFFXU�� � (YHQ�PRUH� WURXEOLQJ��'U��

5RWWQHN� IRXQG� WKDW�� LQ� WKH�PHGLFDO�XQLW�� IRXU�GHWDLQHHV�ZHUH�RQ� VWUHWFKHUV� LQ�RQH�

URRP�� SRVLWLRQHG� KHDG� WR� IRRW�� � ,G�� DW� ��� � 7KH� GHWDLQHHV� KDG� FR�RFFXUULQJ� KHDOWK�

SUREOHPV�DQG�ZHUH�XVLQJ�EUHDWKLQJ�PDFKLQHV��DQG�WKXV�YHU\�OLNHO\�WR�EH�DW�KLJKHU�

ULVN�RI�VHYHUH�LOOQHVV�LI�LQIHFWHG�E\�&29,'������,G���

(YHQ�ZKHUH�VRFLDO�GLVWDQFLQJ�LV�SRVVLEOH��-DLO�VWDII�DUH�IDLOLQJ�WR�SUDFWLFH�VRFLDO�

GLVWDQFLQJ���'U��5RWWQHN�REVHUYHG�-DLO�VWDII�LQ�D�PHGLFDO�FOLQLF�³VLWWLQJ�VLGH�E\�VLGH��

�
��&DQFHU� SDWLHQWV� KDYH� VKRZQ� D� KLJKHU� ULVN� RI� GHDWK� RU� VHYHUH� FRPSOLFDWLRQV� IURP�&29,'����
FRPSDUHG�ZLWK�WKRVH�ZLWKRXW�FDQFHU���6HH�/DXULH�0F*LQOH\��3DWLHQWV�ZLWK�FHUWDLQ�NLQGV�RI�FDQFHUV�
DUH� QHDUO\� WKUHH� WLPHV� DV� OLNHO\� WR� GLH� RI� FRYLG����� VWXG\� VD\V�� :DVK�� 3RVW� �$SU�� ���� �������
KWWSV���ZZZ�ZDVKLQJWRQSRVW�FRP�KHDOWK������������FRURQDYLUXV�FDQFHU�GHDWKUDWHV���
���0U��5XVVHOO�ZDV�UHOHDVHG�DIWHU�WKH�ILOLQJ�RI�WKH�5XVVHOO�FRPSODLQW���
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WZR�IHHW�DSDUW��ZLWKRXW�ZHDULQJ�PDVNV�´��,G��DW������)XUWKHU��WKH�VLJQDJH�DW�WKH�-DLO�LV�

ROG� DQG� LQDFFXUDWH�� DQG� WKXV�GHWDLQHHV� DUH� QRW� LQIRUPHG� DERXW� WKH�QHHG� WR� VRFLDO�

GLVWDQFH���6SHFLILFDOO\��WKH�VLJQDJH�LQ�'LYLVLRQV�,�DQG�,,�GRHV�QRW�PHQWLRQ�&29,'�

���RU�GHILQH�VRFLDO�RU�SK\VLFDO�GLVWDQFLQJ���,G��DW�����������

&�� 'HIHQGDQWV�GR�QRW�SURSHUO\�VDQLWL]H�WKH�-DLO�DQG�GR�QRW�SURYLGH�
GHWDLQHHV�ZLWK�DGHTXDWH�RU�HIIHFWLYH�FOHDQLQJ�VXSSOLHV���

'HIHQGDQWV� DUH� QRW� WDNLQJ� EDVLF� PHDVXUHV� WR� PDLQWDLQ� VDIH�� K\JLHQLF�

FRQGLWLRQV� DW� WKH� -DLO� DQG� DUH� LQVWHDG� FUHDWLQJ� DQG� SHUSHWXDWLQJ� D� GDQJHURXV��

XQVDQLWDU\�HQYLURQPHQW�WKDW�LV�SXWWLQJ�GHWDLQHHV�DW�ULVN���6RPH�RI�WKH�FHOO�ZDOOV�LQ�

'LYLVLRQ�,�DUH�FRYHUHG�ZLWK�XULQH��IHFHV��DQG�YRPLW���6HH�([������³.HOO\�'HFO�´���������

'U�� 5RWWQHN� IRXQG�� DQG� -DLO� VWDII� UHSRUWHG�� FOHDQLQJ� RI� WKH� NLWFKHQ� DUHD� WR� EH�

LQVXIILFLHQW�DQG�DOORZ�IRU�WKH�WUDQVPLVVLRQ�RI�WKH�YLUXV��RQH�NLWFKHQ�³KDG�PDQ\�ZHW�

VXUIDFHV´�DQG�VWDII�UHSRUWHG�WKDW�³ZH�FDQ¶W�FOHDQ�OLNH�ZH¶UH�VXSSRVHG�WR´�EHFDXVH�

WZR� WUXVWHHV� DUH� QRZ� KDQGOLQJ� WKH� FOHDQLQJ� UHVSRQVLELOLWLHV� WKDW�ZHUH� SUHYLRXVO\�

VKDUHG�E\����WR����WUXVWHHV���,G��DW������&RPPRQ�VXUIDFHV�WKDW�DUH�WRXFKHG�IUHTXHQWO\�

�
���$W�WKH�WLPH�WKH�5XVVHOO�&RPSODLQW�ZDV�ILOHG��GHWDLQHHV�ZHUH�DW�WLPHV�FRQILQHG�LQ���IHHW�E\����
IHHW�FHOOV�WKDW�ZHUH�VKDUHG�ZLWK�XS�WR�IRXU�RWKHU�SHRSOH��PDNLQJ�VRFLDO�GLVWDQFLQJ�LPSRVVLEOH���6HH�
&RPSO��([���� �³0DWKHZV�'HFO�´�������&��:KLWH�'HFO�� �����&RPSO��([���� �³1LFNHO�'HFO�´�� �������
'HWDLQHHV�ZHUH�RQO\�DOORZHG�WR�HDW�LQ�FRPPRQ�DUHDV��DQG�GHSXWLHV�RIWHQ�IRUFHG�GHWDLQHHV�WR�VLW�
WRJHWKHU�DW�WDEOHV�WKDW�DUH�OHVV�WKDQ�VL[�IHHW�DSDUW��ZLWK�IRXU�WR�ILYH�PHQ�SHU�WDEOH���&��:KLWH�'HFO��
����������$W�PHDOWLPHV��GHWDLQHHV�ZHUH�QR�PRUH�WKDQ�D�IHZ�IHHW�IURP�RQH�DQRWKHU���&RPSO��([����
�³&DUOLQH�'HFO�´�������0DWKHZV�'HFO�������([�����³6PHOOH\�'HFO�´�������&��:KLWH�'HFO�����������
1LFNHO�'HFO�������&RPSO��([������³%ODQNV�'HFO�´�������&RPSO��([������³3HDUVRQ�'HFO�´��������$IWHU�
WKH�5XVVHOO�&RPSODLQW�ZDV�ILOHG��'HIHQGDQWV�FHDVHG�WKH�SUDFWLFH�RI�FRQILQLQJ�IRXU�SHRSOH�WR�D�FHOO�
DQG�EHJDQ�UHTXLULQJ�GHWDLQHHV�WR�HDW�LQ�WKHLU�FHOOV�E\�WKHPVHOYHV���6HH�5RWWQHN�5HSRUW�DW������
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DUH�QRW�FOHDQHG�UHJXODUO\��HYHQ�ZKHQ�WKH\�DUH�FOHDQHG��SURSHU�GLVLQIHFWDQW�LV�RIWHQ�

QRW�XVHG���([������³6PHOOH\�'HFO�´�����������6KRZHUV�DUH�FOHDQHG�RQO\�RQ�D�ZHHNO\�

EDVLV��LI�DW�DOO���,G���������3KRQHV�DQG�WDEOHWV��VKDUHG�E\�DOO�GHWDLQHHV�RQ�D�JLYHQ�XQLW�

WR�FRPPXQLFDWH�ZLWK�ORYHG�RQHV�RU�DWWRUQH\V��DUH�FOHDQHG�RQFH�D�GD\��DW�PRVW���,G����

����&��:KLWH�'HFO�������.HOO\�'HFO���������2Q�VRPH�XQLWV��GHWDLQHHV�DWWHPSW�WR�FOHDQ�

WKH�SKRQHV�DQG�WDEOHWV�WKHPVHOYHV�XVLQJ�JHQHULF�FOHDQLQJ�OLTXLGV��EXW�GHWDLQHHV�RQ�

RWKHU�XQLWV�KDYH�QR�ZD\�RI�GRLQJ�VR���5XVVHOO�'HFO��������([�����&DUOLQH�'HFO���������

,Q�RWKHU�LQVWDQFHV��GHWDLQHHV�DWWHPSW�WR�SURWHFW�WKHPVHOYHV�E\�XVLQJ�D�VRFN�RU�D�W�

VKLUW�WR�FRYHU�WKH�SKRQH�GXULQJ�XVH���([������³0F.D\�'HFO�´��������7RZHOV��FORWKHV��

DQG�EHGGLQJ�DUH�QRW�ODXQGHUHG�IUHTXHQWO\��HLWKHU��GHWDLQHHV�VRPHWLPHV�ZDLW�ZHHNV�WR�

UHFHLYH� FOHDQ� XQLIRUPV� RU� EODQNHWV�� � &DUOLQH� 'HFO�� �� ���� � 8SRQ� FRPSOHWLRQ� RI�

ODXQGHULQJ�� GHWDLQHHV� DUH� QRW� UHWXUQHG� WKH� VDPH� XQLIRUPV� RU� EHGGLQJ� PDWHULDOV���

8QGHUFORWKHV�DUH�LQIUHTXHQWO\�ODXQGHUHG��LI�DW�DOO��E\�WKH�MDLO�ODXQGU\�V\VWHP���0F.D\�

'HFO���������'HWDLQHHV�DUH�IRUFHG�WR�ZDVK�WKHLU�XQGHUFORWKHV�LQ�WKH�VLQNV�LQVLGH�WKHLU�

FHOOV�ZKHQ�RQH�LV�DYDLODEOH���7KH\�DUH�UHOHJDWHG�WR�XVLQJ�WKH�VDPH�VLQNV�WR�REWDLQ�

GULQNLQJ�ZDWHU���,G��������

7KH�EDWKURRPV�DQG�VKRZHUV�WKH�GHWDLQHHV�VKDUH�DUH�XQVDQLWDU\�RU�RIWHQ�QRW�

HYHQ� IXQFWLRQLQJ�� �6RPH�VLQN�ZDWHU� LV� WDLQWHG�ZLWK� IHFDO�PDWWHU�EHFDXVH� WKH�VLQN�

ZDWHU�LV�FRQQHFWHG�WR�WKH�WRLOHW�ZDWHU���([������³%ODQNV�'HFO�´�������1LFNHO�'HFO����

�����6RPH�VLQN�EDVLQV�KDYH�PROG��RWKHUV�DUH�FUDZOLQJ�ZLWK�PDJJRWV�DQG�EXJV��DQG�
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RWKHUV�GR�QRW�IXQFWLRQ�DW�DOO���%ODQNV�'HFO�������1LFNHO�'HFO���������6RPH�VKRZHUV�

DUH�XQXVDEOH�� UHTXLULQJ�GHWDLQHHV�WR� WDNH�³ELUG�EDWKV´�LQVWHDG�� �&DUOLQH�'HFO�������

5XVVHOO� 'HFO�� �� ��� � 7KH� VKRZHUV� WKDW� GR� ZRUN� DUH� ³ILOWK\�´� � 1LFNHO� 'HFO�� �� �����

'HWDLQHHV�PXVW�VKDUH�VKRZHUV��ZKLFK�DUH�QRW�ODUJH�HQRXJK�IRU�GHWDLQHHV�WR�KDYH�DW�

OHDVW�VL[�IHHW�RI�VSDFH�EHWZHHQ�HDFK�RWKHU���,G���������3ODLQWLIIV�DUH�SUHYHQWHG�IURP�

DGHTXDWHO\�FOHDQLQJ�DQ\�RI�WKHVH�VXUIDFHV�DQG�VSDFHV�PRUH�IUHTXHQWO\�WKHPVHOYHV�

EHFDXVH�WKH�-DLO�FRQWUROV�DFFHVV�WR�EDVLF�FOHDQLQJ�VXSSOLHV��OLNH�PRSV�DQG�EXFNHWV��

DQG�SURYLGHV�WKHP�WR�GHWDLQHHV��DW�PRVW��RQO\�RQFH�HYHU\�PRUQLQJ���&DUOLQH�'HFO����

���.HOO\�'HFO��������%ODQNV�'HFO���������'HWDLQHHV�DOVR�GR�QRW�KDYH�DQ\�EOHDFK�WR�

FOHDQ�WKHVH�VKDUHG�VXUIDFHV��HYHQ�WKRXJK�WKH�-DLO�VWDII�KDV�VXFK�FKHPLFDOV�DYDLODEOH�

IRU�WKLV�SXUSRVH���5XVVHOO�'HFO���������'HSXWLHV�NHHS�EOHDFK�LQ�D�VHFOXGHG�DUHD�WKDW�

RQO\�GHSXWLHV�FDQ�DFFHVV���,G���'HSXWLHV�XVH�/\VRO��3LQH6RO��DQG�RWKHU�QDPH�EUDQG�

FOHDQLQJ� VXSSOLHV� WR� FOHDQ� WKHLU� RZQ� DUHDV�� EXW� WKH� GHWDLQHHV� DUH� IRUFHG� WR� XVH� D�

GLIIHUHQW�FOHDQHU��FDOOHG�³6LPSOH�*UHHQ�´�ZKLFK�GRHV�QRW�SURWHFW�DJDLQVW�FRURQDYLUXV���

5RWWQHN�5HSRUW�DW����([������³+XEEDUG�'HFO�´����������([������³3HDUVRQ�'HFO�´��������

�������� � ,QGHHG��6LPSOH�*UHHQ¶V� RZQ�ZHEVLWH� VWDWHV�� ³6LPSOH�*UHHQ�$OO�3XUSRVH�

&OHDQHU�LV�QRW�D�GLVLQIHFWDQW�DQG�ZLOO�QRW�NLOO�EDFWHULD�RU�YLUXVHV�´�����

�
��� 6HH� 6LPSOH� *UHHQ�� &RURQDYLUXV� )UHTXHQWO\� $VNHG� 4XHVWLRQV� �0DU�� ���� �������
KWWSV���VLPSOHJUHHQ�FRP�QHZV�DQG�PHGLD�FRURQDYLUXV�IDT��� �7KH�&'&�KDV�QRW� LGHQWLILHG�6LPSOH�
*UHHQ�DV�RQH�RI�WKH�(3$�UHJLVWHUHG�GLVLQIHFWDQWV�HIIHFWLYH�DJDLQVW�WKH�YLUXV�LQ�LWV�,QWHULP�*XLGDQFH�
RQ�0DQDJHPHQW�RI�&RURQDYLUXV�LQ�&RUUHFWLRQDO�DQG�'HWHQWLRQ�)DFLOLWLHV���6HH�([����DW�����������
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'�� 'HIHQGDQWV�GR�QRW�SURYLGH�EDVLF�SHUVRQDO�K\JLHQH�VXSSOLHV�WR�
GHWDLQHHV��

,Q� DGGLWLRQ� WR� WKH� GHSORUDEOH� FRQGLWLRQV� WKH\� PDLQWDLQ� LQVLGH� WKH� -DLO��

'HIHQGDQWV�GR�QRW�SURYLGH�GHWDLQHHV�ZLWK�HQRXJK�RI�WKH�EDVLF�K\JLHQH�VXSSOLHV�WKDW�

DUH�FULWLFDO�WR�SUHYHQWLQJ�WKH�VSUHDG�RI�&29,'������$OWKRXJK�WKH�&'&�DGYLVHV�WKDW�

KDQGZDVKLQJ�LV�RQH�RI�WKH�EHVW�ZD\V�WR�SURWHFW�DJDLQVW�&29,'�������WKH�-DLO�GRHV�

QRW� VXSSO\� HQRXJK� VRDS� IRU� GHWDLQHHV� WR� UHJXODUO\� ZDVK� WKHLU� KDQGV�� � :LWK� WKH�

H[FHSWLRQ�RI�'LYLVLRQ�,��'HIHQGDQWV�SURYLGH�GHWDLQHHV�ZLWK�RQO\�WZR�RU�WKUHH�KRWHO�

VL]HG�EDUV�RI�VRDS�SHU�ZHHN��ZKLFK�3ODLQWLIIV�PXVW�XVH�WR�ZDVK�WKHLU�FORWKHV��KDQGV��

DQG�ERGLHV���&DUOLQH�'HFO��������6PHOOH\�'HFO��������5RWWQHN�5HSRUW�DW�������������

'HIHQGDQWV�GR�QRW�SURYLGH�DGGLWLRQDO�VRDS�ZKHQ�D�GHWDLQHH�UXQV�RXW��WKH�GHWDLQHH¶V�

RQO\�RSWLRQ�LV�WR�DVN�DQRWKHU�GHWDLQHH�IRU�VRDS�RU�SXUFKDVH�LW�IURP�FRPPLVVDU\�LI�

WKH\�KDYH�IXQGV�LQ�WKHLU�DFFRXQW���&DUOLQH�'HFO��������6PHOOH\�'HFO���������'HIHQGDQWV�

GR�QRW�RWKHUZLVH�SURYLGH�3ODLQWLIIV�ZLWK�VXSSOLHV�IRU�KDQG�VDQLWL]DWLRQ���&DUOLQH�'HFO��

�������'HIHQGDQWV¶�GLVWULEXWLRQ�RI�K\JLHQH�VXSSOLHV�³LV�UHPDUNDEO\�LQDGHTXDWH�IRU�

UHJXODU� KDQG� ZDVKLQJ� DQG� VKRZHULQJ�� SDUWLFXODUO\� GXULQJ� D� SDQGHPLF� LQ� ZKLFK�

SHRSOH�DUH�HQFRXUDJHG�WR�IUHTXHQWO\�ZDVK�KDQGV�´�5RWWQHN�5HSRUW�DW����HPSKDVLV�

DGGHG����

�
��� 6HH� &HQWHUV� IRU� 'LVHDVH� &RQWURO� 	� 3UHYHQWLRQ�� ³:KHQ� DQG� +RZ� WR� :DVK� <RXU� +DQGV�´�
KWWSV���ZZZ�FGF�JRY�KDQGZDVKLQJ�ZKHQ�KRZ�KDQGZDVKLQJ�KWPO��ODVW�YLVLWHG�$SU���������������
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(�� -DLO�VWDII�GR�QRW�FRQVLVWHQWO\�ZHDU�SURWHFWLYH�JHDU��SXWWLQJ�
GHWDLQHHV�IXUWKHU�DW�ULVN��

-DLO�VWDII�IDLO�WR�FRQVLVWHQWO\�ZHDU�DSSURSULDWH�SURWHFWLYH�JHDU�ZKLOH�LQVLGH�WKH�

-DLO²D�VWXQQLQJ�IDFW�JLYHQ�WKDW�WZR�GHSXWLHV�DQG�WZR�SK\VLFLDQV�ZRUNLQJ�LQ�WKH�-DLO�

KDYH� DOUHDG\� GLHG� IURP� &29,'����� DQG� RYHU� ���� HPSOR\HHV� IURP� WKH� :D\QH�

&RXQW\�6KHULII¶V�2IILFH�KDYH�DOUHDG\�WHVWHG�SRVLWLYH���&��:KLWH�'HFO�������.HOO\�'HFO��

������&DUOLQH�'HFO��������3HDUVRQ�'HFO��������5RWWQHN�5HSRUW�DW������&RPPDQGHU�

'RQDID\�&ROOLQV��DQ�HPSOR\HH�RI�WKH�6KHULII¶V�2IILFH�DQG�RQH�RI�WKH�VWDII�IDWDOLWLHV��

ZDV�SUHVHQW�RQ�XQLWV�ZLWK�GHWDLQHHV�ULJKW�EHIRUH�KH�GLHG�RI�&29,'��������6PHOOH\�

'HFO���������(YHQ�WKH�GHSXWLHV�ZKR�KDYH�EHHQ�GLDJQRVHG�ZLWK�&29,'����VWLOO�GR�QRW�

FRQVLVWHQWO\�ZHDU�PDVNV�RU�JORYHV���,G����

&RPSRXQGLQJ�WKHVH�HJUHJLRXV�SUDFWLFHV�E\�WKH�JXDUGV��'HIHQGDQWV�KDYH�DOVR�

GHQLHG�GHWDLQHHV�DFFHVV�WR�VXIILFLHQW�SHUVRQDO�SURWHFWLYH�HTXLSPHQW���7KRXJK�VRPH�

GHWDLQHHV�KDYH�EHHQ�SURYLGHG�EOXH�FORWK�PDVNV�� WKRVH�PDVNV�DUH�QRZ�ZHHNV�ROG���

0DWKHZV�'HFO��������&��:KLWH�'HFO�������3HDUVRQ�'HFO��������([������³0DOHF�'HFO�´��

�����H[SODLQLQJ�WKDW� WKHVH�PDVNV�DUH�³OLNH�WKRVH�\RX�VHH�DW� WKH�GHQWLVW¶V�RIILFH�´����

2WKHU�GHWDLQHHV�ZHUH�JLYHQ�SDSHU�PDVNV�WKDW� WKH\�ZHUH�H[SHFWHG�WR�ZHDU�IRU� WZR�

ZHHNV��HYHQ�WKRXJK�WKH�PDVNV�ZHUH�VR�FKHDS�WKDW�WKH\�WRUH�RQFH�WKH\�ZHUH�ZRUQ���

�
���:D\QH�&RXQW\�6KHULII¶V�&RPPDQGHU�'RQDID\�&ROOLQV�GLHV�RI�&29,'�����:;<=�'HWURLW��0DU��
���� ������� KWWSV���ZZZ�Z[\]�FRP�QHZV�FRURQDYLUXV�ZD\QH�FRXQW\�VKHULIIV�FRPPDQGHU�
GRQDID\�FROOLQV�GLHV�RI�FRYLG������
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([������³+��:KLWH�'HFO�´��������0RVW�RI�WKH�GHWDLQHHV�GR�QRW�KDYH�JORYHV���0DWKHZV�

'HFO��������+XEEDUG�'HFO�������

'U�� 5RWWQHN� FRQILUPHG� WKDW� WKH� GLVWULEXWLRQ� RI� PDVNV� WR� GHWDLQHHV� ZDV�

³LQDGHTXDWH�´� � 5RWWQHN� 5HSRUW� DW� ��� � +H� IRXQG� WKDW� WKH� PDVNV� WKDW� KDYH� EHHQ�

GLVWULEXWHG�DUH�GHVLJQHG�IRU�VLQJOH�XVH²QRW�VXVWDLQHG�XVH���,G���1HYHUWKHOHVV��WKH\�

DUH�UHSODFHG�RQO\�RQFH�HYHU\�WZR�ZHHNV���,G���7KXV��³>P@RVW�RI�WKH�PDVNV�DUH�IUD\LQJ�

DQG�RU�YLVLEO\�GLUW\�´�LG���RU�WKH\�DUH�³IDOOLQJ�DSDUW�´�LG��DW������$QG�GHWDLQHHV�KDYH�

HYHQ�JRQH�DV�IDU�DV�³WU\LQJ�WR�ZDVK�WKHVH�PDVNV�ZLWK�VRDS²ZKLFK�ZRXOG�IXUWKHU�

GDPDJH�WKHLU�LQWHJULW\�´��,G���'U��5RWWQHN�DOVR�IRXQG�WKDW�'HIHQGDQWV�KDYH�IDLOHG�WR�

SURYLGH�LQIRUPDWLRQ�DERXW�KRZ�WR�SURSHUO\�XVH�WKH�PDVNV�� LG��DW�����ZKLFK�PDNHV�

PLVXVH�PRUH�OLNHO\�DQG�LQFUHDVHV�WKH�ULVN�RI�WUDQVPLVVLRQ�DQG�LQIHFWLRQ����

)�� 'HIHQGDQWV�DUH�IDLOLQJ�WR�SURSHUO\�WUHDW�DQG�TXDUDQWLQH�GHWDLQHHV�
ZKR�WHVW�SRVLWLYH���

(YHQ�WKRXJK�&29,'����KDV�DOUHDG\�LQILOWUDWHG�WKH�-DLO��'HIHQGDQWV�DUH�QRW�

WDNLQJ�DGHTXDWH�PHDVXUHV�WR�SUHYHQW�WKH�YLUXV�IURP�VSUHDGLQJ�E\�TXDUDQWLQLQJ�DQG�

FDULQJ�IRU�GHWDLQHHV�ZKR�PD\�EH�RU�DUH�SRVLWLYH�IRU�&29,'������,QVWHDG��-DLO�VWDII�

SODFH� WKHVH�GHWDLQHHV� LQ� D�PDNHVKLIW�PHGLFDO�ZDUG�RQ� DQRWKHU� FHOO�EORFN�ZLWKRXW�

DFFHVV�WR�PHDQLQJIXO�PHGLFDO�FDUH����

'HWDLQHH�0DUN�0DOHF�ZDV�FRQILQHG�LQ�WKH�VDPH�XQLW�DV�0LFKDHO�0HVKLQVNL��D�

IRUPHU�GHWDLQHH�ZKR�H[KLELWHG�V\PSWRPV�RI�&29,'����LQ�WKH�-DLO�DQG�GLHG�RI�WKH�
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YLUXV�MXVW�WZR�GD\V�DIWHU�KLV�UHOHDVH�LQ�HDUO\�$SULO�����0U��0DOHF�EHFDPH�VHULRXVO\�

VLFN�VKRUWO\�DIWHU�0U��0HVKLQVNL¶V�UHOHDVH���0DOHF�'HFO��������+H�KDG�D�KHDGDFKH�DQG�

D�FROG��ZDV�FRXJKLQJ�XS�EODFN�SKOHJP��DQG�ZDV�XQDEOH�WR� WDVWH�DQ\WKLQJ�IRU� WZR�

ZHHNV���,G���'HVSLWH�KLV�NQRZQ�SUR[LPLW\�WR�0U��0HVKLQVNL��VHULRXV�V\PSWRPV��DQG�

QXPHURXV�UHTXHVWV�IRU�PHGLFDO�DWWHQWLRQ��0U��0DOHF�ZDV�QRW�WHVWHG�IRU�&29,'����

XQWLO�$SULO���������²DOPRVW�WKUHH�ZHHNV�DIWHU�0U��0HVKLQVNL¶V�GHDWK���,G��������0U��

0DOHF�WHVWHG�SRVLWLYH�IRU�&29,'�����DQG�KH�ZDV�SODFHG�LQWR�DQ����PDQ�PDNHVKLIW�

LQILUPDU\�DIWHU�UHFHLYLQJ�KLV�WHVW�UHVXOWV���,G���0U��0DOHF�H[SODLQHG�WKDW��LQ�WKH�XQLW��

>1@R� RQH� FDQ� FRPH� RXW� RI� WKHLU� FHOO�� H[FHSW� IRU� RQFH� D� GD\�� � 7KH�
-DLO�NHHSV�EULQJLQJ�PRUH�VLFN�SHRSOH�LQWR�WKH�XQLW��VR�ZH�NHHS�JHWWLQJ�
H[SRVHG�WR�WKH�YLUXV�DJDLQ��DQG�,�IHHO�OLNH�,�ZRQ¶W�HYHU�JHW�KHDOWK\���:H�
DUH�QRW�LQ�DQ\�NLQG�RI�SUHVVXUL]HG�URRPV���7KH�DLU�MXVW�SDVVHV�IUHHO\�IURP�
RQH�FHOO�WR�WKH�RWKHU���7KH�GHSXWLHV�KDQG�RXW�PHDOV��ZKLFK�ZH�HDW�LQ�RXU�
FHOOV��� 6RPH� RI� WKHP� ZHDU� JORYHV� DQG� PDVNV� DQG� VRPH� RI� WKHP�
GRQ¶W��� $OO� RI� WKH�GHWDLQHHV�ZHDU�PDVNV� EXW� QRW�JORYHV�� DQG� ZH� DOO�
VKDUH�WDEOHWV�� SKRQHV�� DQG� VKRZHUV�� � 7KH\� DUH�FOHDQHG� ZLWK� 6LPSOH�
*UHHQ�DIWHU�HDFK�XVH��EXW�ZLWK�GLVLQIHFWDQW�RQO\�RQFH�ZHHNO\��

�
,G�����������6LQFH�EHLQJ�IRUFHG�RQWR�WKLV�³PHGLFDO�ZDUG�´�0U��0DOHF�KDV�QRW�VHHQ�D�

GRFWRU�� DQG� WKH� -DLO� KDV� SURYLGHG� KLP� RQO\�7\OHQRO��*DWRUDGH�� DQG� FRXJK� V\UXS���

0DOHF� 'HFO�� �� ���� � 'HIHQGDQWV¶� FRQGXFW� LQ� WKLV� LQVWDQFH� QRW� RQO\� XQUHDVRQDEO\�

HQGDQJHUHG�0U��0DOHF¶V�KHDOWK��EXW�LW�DOVR�SXW�RWKHU�GHWDLQHHV�LQ�GLUHFW�GDQJHU�RI�

�
���6HH�&KDUOLH�/HGXII��:D\QH�&RXQW\�-DLO�*DYH�DQ�,QIHFWHG�,QPDWH�D�%XV�3DVV�+RPH��1RZ�+H¶V�
'HDG�� 'HDGOLQH� 'HWURLW� �$SU�� ��� �������
KWWSV���ZZZ�GHDGOLQHGHWURLW�FRP�DUWLFOHV�������OHGXIIBWKHBZD\QHBFRXQW\BMDLOBJDYHBDQBLQIHFWH
GBLQPDWHBDBEXVBSDVVBKRPHBQRZBKHBVBGHDG��
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H[SRVXUH�WR�WKH�YLUXV��

'DYRQWH�9HOH]�EHJDQ�IHHOLQJ�LOO�RQ�$SULO�����������([������³9HOH]�'HFO�´��������

)RU�ILYH�GD\V��KH�FRQVLVWHQWO\�DVNHG�IRU�PHGLFDO�WUHDWPHQW��DOO�ZKLOH�H[SHULHQFLQJ�

FRPPRQ�V\PSWRPV�RI�&29,'�����LQFOXGLQJ�FRXJKLQJ�DQG�VKDNLQJ���,G��������$IWHU�

ILYH�GD\V��WKH�-DLO�VWDII�ILQDOO\�WRRN�0U��9HOH]¶V�WHPSHUDWXUH��ZKLFK�ZDV�����GHJUHHV�

)DKUHQKHLW���,G���0U��9HOH]��WRR��ZDV�WDNHQ�WR�WKH�-DLO¶V�LQDGHTXDWH�³LQILUPDU\�´��0U��

9HOH]�GHVFULEHV�KLV�KRUULI\LQJ�H[SHULHQFH�ZKLOH�UHFRYHULQJ�IURP�&29,'�����

%HLQJ�ORFNHG�LQ�D�URRP�IRU����KRXUV�SHU�GD\�ZLWKRXW�EHLQJ�DEOH�WR�WDON�
WR� DQ\RQH� LV� FDXVLQJ� PH� DQG� VRPH� RI� WKH� RWKHU� JX\V� WR� KDYH�
SV\FKRORJLFDO�SUREOHPV�� �)RU����KRXUV�D�GD\�� ,� WKLQN�DERXW�KRZ�,¶P�
VWXFN�LQ�KHUH�ZLWK�DOO�RI�WKHVH�VLFN�SHRSOH�DQG�,¶P�QRW�JHWWLQJ�EHWWHU���
:KHQ�,�WU\�WR�DVN�WKH�-DLO�VWDII�DERXW�ZKDW¶V�JRLQJ�RQ��WKH\�GRQ¶W�JLYH�
PH�DQ\�DQVZHUV���
�

,G�� ������ �7KH�-DLO�GLG�QRW�HYHQ� LQIRUP�0U��9HOH]� WKDW�KH�KDG� WHVWHG�SRVLWLYH� IRU�

&29,'����XQWLO�WZR�ZHHNV�ODWHU���,G���������0U��9HOH]�LV�VWLOO�VLFN�DQG�KDV�EHHQ�VLFN�

IRU�DOPRVW�D�PRQWK²VLQFH�$SULO����������KH�KDV�WHVWHG�SRVLWLYH�IRU�WKH�YLUXV�WZLFH���

,G������������

*�� 'HIHQGDQWV�DUH�IDLOLQJ�WR�SURYLGH�DGHTXDWH�DQG�WLPHO\�PHGLFDO�
FDUH��

��� 'HIHQGDQWV¶�PHGLFDO�SURFHGXUHV�DUH�LQDGHTXDWH��

,Q� JHQHUDO�� WKH� SURFHVV� IRU� REWDLQLQJ� PHGLFDO� DWWHQWLRQ²IRU� &29,'����

V\PSWRPV� RU� RWKHUZLVH²LV� VKRFNLQJO\� GHILFLHQW�� � 7R� UHTXHVW� PHGLFDO� DWWHQWLRQ��
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GHWDLQHHV�DUH�UHTXLUHG�WR�ILOO�RXW�PHGLFDO�³NLWHV´���EXW�PD\�GR�VR�RQO\�RQFH�LQ�WKH�

PRUQLQJ�RU�RQFH�DW�QLJKW���&DUOLQH�'HFO���������7KH�-DLO�WDNHV�DQ\ZKHUH�IURP�ZHHNV�

WR�PRQWKV�WR�UHVSRQG�WR�D�GHWDLQHH¶V�NLWH��DQG�VRPHWLPHV��-DLO�VWDII�QHYHU�UHVSRQG�DW�

DOO��RU�GLVPLVV�GHWDLQHHV¶�UHTXHVW�IRU�PHGLFDO�FDUH���&DUOLQH�'HFO��������6PHOOH\�'HFO��

�����&��:KLWH�'HFO�����������1LFNHO�'HFO�������+��:KLWH�'HFO�������0F.D\�'HFO�����������

1XUVHV� GLVWULEXWH�PHGLFDWLRQ� WR� GHWDLQHHV� RQO\� WZLFH� D� GD\�� EXW� WKH\� RIWHQ�

EULQJ�GHWDLQHHV�WKH�ZURQJ�PHGLFDWLRQ�RU�IDLO�WR�HYHQ�EULQJ�DQ\�DW�DOO���&DUOLQH�'HFO��

�� ���� � 1XUVHV� XVH� DQG� UH�XVH� WKH� VDPH� FXSV� WR� KDQG� RXW�PHGLFDWLRQ� WR�PXOWLSOH�

GHWDLQHHV�ZLWKRXW�DQ\�UHJDUG�IRU�ZKLFK�GHWDLQHHV�PD\�EH�H[KLELWLQJ�V\PSWRPV�RI�

&29,'������&DUOLQH�'HFO���������$QG�QXUVHV�DGPRQLVK�GHWDLQHHV�IRU�VHHNLQJ�PHGLFDO�

FDUH�� VRPHWLPHV�HYHQ�ZLWKKROGLQJ�NLWHV� IURP�GHWDLQHHV�VR� WKH\�FDQQRW�SXW� LQ� WKH�

UHTXHVW�� � 3HDUVRQ�'HFO�� �� ���� � ,QGLYLGXDOV� VKRZLQJ� V\PSWRPV� RI�&29,'���� DUH�

IUHTXHQWO\�JLYHQ�OLWWOH�PRUH�WKDQ�7\OHQRO�DQG�VHQW�EDFN�WR�WKHLU�XQLWV���3HDUVRQ�'HFO��

������0DOHF�'HFO����������

7KH�PHGLFDO�IDFLOLWLHV�DUH�XQGHUVWDIIHG��ZKLFK�VHYHUHO\�KLQGHUV�WKH�TXDOLW\�DQG�

DYDLODELOLW\� RI� WUHDWPHQW� JLYHQ� WR� GHWDLQHHV� ZKR� WHVW� SRVLWLYH� IRU� &29,'����� LQ�

DGGLWLRQ� WR� WKRVH� ZKR� KDYH� SUHH[LVWLQJ� FKURQLF� DQG� VHULRXV� PHGLFDO� DLOPHQWV���

5RWWQHN�5HSRUW�DW�����(YHQ�WKH�-DLO�DQG�PHGLFDO�VWDII�KDYH�UHFRJQL]HG�WKLV�GHILFLHQF\���

�
���$�³NLWH´� LV� D� VLJQHG�ZULWWHQ� UHTXHVW� IRU�PHGLFDO� DWWHQWLRQ� WKDW� FDQ�EH� VXEPLWWHG�RQFH� LQ� WKH�
PRUQLQJ�RU�RQFH�DW�QLJKW���&DUOLQH�'HFO��������
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,G�� �2QH�QXUVH� VWDWHG� WKDW� WKH� -DLO� LV� ³QRW� UHDOO\´� DGHTXDWHO\� VWDIIHG� WR� GHDO�ZLWK�

&29,'��FKURQLF�FDUH��DQG�VLFN�FDOOV���,G���$QG�'HWDLQHHV�FRQWLQXH�WR�UHSRUW�GHOD\HG�

DQG�LJQRUHG�UHTXHVWV�IRU�PHGLFDO�FDUH���,G��DW������,Q�DGGLWLRQ�WR�LQFUHDVLQJ�WKH�ULVN�

WKDW�D�GHWDLQHH�ZLWK�&29,'����ZLOO�VXIIHU�VHULRXV�LOOQHVV�GXH�WR�D�ODFN�RI�SURPSW�

PHGLFDO�FDUH��WKH�VWDIILQJ�VKRUWDJH�DOVR�WKUHDWHQV�GHWDLQHH¶V�DELOLW\�WR�JHW�PHGLFDO�

FDUH� IRU�QRQ�&29,'���� UHODWHG�DLOPHQWV�� �'U��5RWWQHN� IRXQG� WKDW�GHWDLQHHV�ZHUH�

GLVLQFHQWLYL]HG�WR�VHHN�PHGLFDO�FDUH�IRU�DQ\WKLQJ�RWKHU�WKDQ�FRPSODLQWV�UHODWHG�WR�

&29,'������,G��DW���������'HOD\LQJ�RU�LJQRULQJ�URXWLQH�FDUH�IRU�GHWDLQHHV�ZLWK�FKURQLF�

LOOQHVV�RU�RWKHU�DLOPHQWV�LQFUHDVHV�WKH�OLNHOLKRRG�RI�DGYHUVH�KHDOWK�RXWFRPHV���,G��DW�

���������

��� 'HIHQGDQWV�SXQLVK�GHWDLQHHV�ZKR�UDLVH�FRQFHUQV�DERXW�WKH�
ODFN�RI�PHGLFDO�FDUH�RU�XQVDQLWDU\�FRQGLWLRQV�RI�
FRQILQHPHQW��

'HWDLQHHV�ZKR� UDLVH�FRQFHUQV�DERXW� WKH� ODFN�RI�PHGLFDO�FDUH�RU�XQVDQLWDU\�

FRQGLWLRQV�DUH�SXQLVKHG���$V�D�UHVXOW��GHWDLQHHV�DUH�KHVLWDQW�WR�LQIRUP�-DLO�VWDII�WKDW�

WKH\�PD\�EH�IHHOLQJ�VLFN�IRU�IHDU�WKDW�WKH\�ZLOO�EH�GLVFLSOLQHG���6PHOOH\�'HFO�������

0DWKHZV�'HFO���������

3ODLQWLII� &KULVWRSKHU� +XEEDUG� LV� GLDEHWLF� DQG� DVWKPDWLF�� DQG� KH� KDV� KDG�

SQHXPRQLD�DW�OHDVW�IRXU�WLPHV���+XEEDUG�'HFO��������+H�GLG�QRW�UHFHLYH�SURSHU�LQVXOLQ�

RU�WKH�ULJKW�LQKDOHU�WR�WUHDW�KLV�DVWKPD��IXUWKHU�H[DFHUEDWLQJ�KLV�DOUHDG\�KHLJKWHQHG�

ULVN�IRU�PRUH�VHULRXV�FRPSOLFDWLRQV�IURP�&29,'���²D�ULVN�WKDW�ZDV�HYHQ�PRUH�
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FRQFHUQLQJ�EHFDXVH�0U��+XEEDUG�KDG�EHHQ�FRQILQHG�ZLWK�0U��0HVKLQVNL��ZKR�GLHG�

IURP�&29,'����DIWHU�KLV�UHOHDVH���,G��������%XW�DIWHU�UDLVLQJ�KLV�FRQFHUQV�UHJDUGLQJ�

KLV�PHGLFDO� QHHGV� WR� DQ� RIILFHU�� -DLO� VWDII� SODFHG�0U��+XEEDUG� LQ� ³WKH� KROH´²D�

VROLWDU\� FRQILQHPHQW�ZLQJ� RI� WKH� -DLO� SDFNHG�ZLWK�GHWDLQHHV��PDQ\� RI�ZKRP�DUH�

VKRZLQJ�VLJQV�RI�&29,'���²IRU�VHYHQ�GD\V���,G������������³7KH�KROH´�LV�PXVW\�DQG�

GDPS��OLNH�D�EDVHPHQW��DQG�FUDZOLQJ�ZLWK�PLFH�DQG�URDFKHV���,G���������0U��+XEEDUG�

FRXOG�KHDU�RWKHU�GHWDLQHHV�FRXJKLQJ�DQG�ZDV�IRUFHG�WR�VKDUH�DQ�LQIUHTXHQWO\�FOHDQHG�

VKRZHU�ZLWK�WKHVH�FRXJKLQJ�GHWDLQHHV���,G����������

/LNH�0U��+XEEDUG��0U��9HOH]�KDV� VHYHUH� DVWKPD�DQG� UHTXLUHV� DQ� DOEXWHURO�

LQKDOHU���9HOH]�'HFO��������(YHQ�WKRXJK�0U��9HOH]�UHPDLQV�VLFN�RQH�PRQWK�DIWHU�ILUVW�

VKRZLQJ�V\PSWRPV��DQG�HYHQ�WKRXJK�KH�KDV�WHVWHG�SRVLWLYH�IRU�&29,'����WZLFH��WKH�

-DLO� VWLOO� UHIXVHV� WR� SURYLGH� KLP� DQ� LQKDOHU�� � ,G�� �0DUORQ�%ODQNV� DOVR� KDV� VHYHUH�

DVWKPD��DQG�GHVSLWH�D�SUHVFULSWLRQ�IRU�DQ�LQKDOHU��WKH�-DLO�KDV�UHIXVHG�WR�SURYLGH�KLP�

RQH�HLWKHU���%ODQNV�'HFO��������2QH�GHSXW\�WROG�0U��%ODQNV�WR�³IXFN�RII´�ZKHQ�KH�

DVNHG�IRU�DQ� LQKDOHU��ZKLOH�D�QXUVH� WROG�KLP�KH�GLGQ¶W�NQRZ�ZKDW�KH�ZDV�WDONLQJ�

DERXW���,G���

6LPLODUO\�� DIWHU�&DO'HURQH�3HDUVRQ�GLVFRYHUHG� WKDW�KLV� FHOO�ZDV� ILOOHG�ZLWK�

EXJV� DQG� XQVXFFHVVIXOO\� VRXJKW� VXSSOLHV� WR� FOHDQ� LW�� KH� DVNHG� WR� EH�PRYHG� WR� D�

GLIIHUHQW�FHOO���3HDUVRQ�'HFO���������7KH�VHUJHDQW�RQ�GXW\�WROG�KLP�KH�ZDV�³GLVREH\LQJ�

DQ�RUGHU´�DQG�PRYHG�KLP�WR�VROLWDU\�FRQILQHPHQW��ZKHUH�0U��3HDUVRQ�ZDV�ORFNHG�LQ�
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KLV�FHOO�IRU����KRXUV�D�GD\��XQDEOH�WR�DFFHVV�FRPPLVVDU\�RU�WKH�SKRQH��DQG�GHQLHG�

KRW�ZDWHU�IRU�D�VKRZHU���,G��������

+�� 'HIHQGDQWV¶�WHVWLQJ�SURFHGXUHV�DUH�LQVXIILFLHQW��

$OWKRXJK� ZLGHVSUHDG� WHVWLQJ� RI� ERWK� V\PSWRPDWLF� DQG� DV\PSWRPDWLF�

LQGLYLGXDOV�LV�ZLGHO\�DFFHSWHG�DV�HVVHQWLDO�LQ�FRPEDWWLQJ�WKH�VSUHDG�RI�&29,'�������

'HIHQGDQWV�GLG�QRW�EHJLQ�WR�FRQGXFW�VXFK�WHVWLQJ�XQWLO�DIWHU�WKH�5XVVHOO�ODZVXLW�ZDV�

ILOHG���'HIHQGDQWV�WHVWHG�DOO�GHWDLQHHV�DW�WKH�-DLO�EHWZHHQ�0D\��������������7KLV�RQH�

WLPH��-DLO�ZLGH�WHVWLQJ�LV�LQVXIILFLHQW�EHFDXVH�WKH�SRVVLELOLW\�RI�LQIHFWLRQ�VWLOO�UHPDLQV�

KLJK��&29,'����FRQWLQXHV� WR� VSUHDG� WKURXJKRXW� WKH�-DLO��DQG�GHWDLQHHV�DQG�VWDII�

URXWLQHO\�HQWHU�DQG�OHDYH�WKH�-DLO�DQG�DUH�QRW�WHVWHG�XSRQ�HQWUDQFH��ZKLFK�DOORZV�IRU�

WKH�YLUXV�WR�UHSHDWHGO\�EH�EURXJKW�LQWR�WKH�-DLO���5RWWQHN�5HSRUW�DW����������

3ULRU�WR�WKH�RQH�WLPH��-DLO�ZLGH�WHVWLQJ��'HIHQGDQWV�URXWLQHO\�IDLOHG�WR�LGHQWLI\�

DQG� WHVW� GHWDLQHHV� WKDW� ZHUH� REYLRXVO\� V\PSWRPDWLF� RU� ZKR� KDYH� EHHQ� LQ� FORVH�

SUR[LPLW\� WR� WKRVH�ZKR� DUH�� � )RU� H[DPSOH�� LW� WRRN�'HIHQGDQWV�ZHHNV� WR� WHVW�0U��

0DOHF��ZKR�KDG�VKDUHG�D�XQLW�ZLWK�0U��0HVKLQVNL��WKH�IRUPHU�GHWDLQHH�ZKR�LV�QRZ�

GHFHDVHG���&RXUWQH\�:KLWH�LV�D�WUXVWHH�ZKR�ZRUNHG�FORVHO\�DORQJVLGH�0U��0HVKLQVNL�

LQ�WKH�ODXQGU\�URRP���&��:KLWH�'HFO��������&RPSO���������:KHQ�0U��:KLWH�DQG�0U��

0HVKLQVNL�ZRUNHG�WRJHWKHU��QRQH�RI�WKH�GHWDLQHHV�KDG�PDVNV��DQG�HYHQ�WKRXJK�0U��

�
���8PDLU�,UIDQ��7KH�FDVH�IRU�HQGLQJ�WKH�&RYLG����SDQGHPLF�ZLWK�PDVV�WHVWLQJ��9R[��$SU�������������
KWWSV���ZZZ�YR[�FRP���������������������FRURQDYLUXV�WHVWLQJ�FRYLG����WHVWV�VFUHHQLQJ��
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0HVKLQVNL� H[KLELWHG� YLVLEOH� V\PSWRPV� RI� &29,'����� -DLO� VWDII� NHSW� KLP� LQ� WKH�

ODXQGU\� URRP�ZLWKRXW�SHUVRQDO�SURWHFWLYH�HTXLSPHQW�� �&��:KLWH�'HFO�������� �0U��

:KLWH�ZDV�QRW� WHVWHG� IRU�&29,'���� HYHQ� DIWHU�0U��0HVKLQVNL¶V� KLJKO\� UHSRUWHG�

GHDWK²DQ�REYLRXV��SURDFWLYH�PHDVXUH�'HIHQGDQWV�FOHDUO\�VKRXOG�KDYH�WDNHQ���,G����

-DLO�VWDII�DUH�DOVR�QRW�WHVWHG�UHJXODUO\���5RWWQHN�5HSRUW�DW�����-DLO�VWDII�UHSRUWHG�

WR� 'U�� 5RWWQHN� WKDW� WKH\� KDYH� RQO\� EHHQ� WHVWHG� IRU� &29,'���� RQFH� GXULQJ� WKH�

SDQGHPLF���,G���)DLOXUH�WR�UHJXODUO\�WHVW�-DLO�VWDII�ZKR�HQWHU�DQG�H[LW�WKH�MDLO�PXOWLSOH�

WLPHV�GDLO\�� DQG�ZKR� DOUHDG\�KDYH� D� KLJK� LQIHFWLRQ� UDWH� DPRQJ� WKHLU� SRSXODWLRQ��

FRPSRXQGV�WKH�ULVN�RI�LQIHFWLRQ�DQG�VSUHDG�RI�WKH�YLUXV�LQ�WKH�-DLO����

,�� 'HIHQGDQWV�IDLO�WR�SURYLGH�LQIRUPDWLRQ�DERXW�&29,'����DQG�LWV�
VSUHDG��LQVWHDG�PLVOHDGLQJ�GHWDLQHHV�WR�EHOLHYH�WKH\�DUH�safer�
ZLWKLQ�WKH�-DLO��

$OWKRXJK�'HIHQGDQWV� DUH� FOHDUO\� DZDUH�RI� WKH�&29,'����FULVLV�� WKH\�KDYH�

GRQH�OLWWOH�WR�HGXFDWH�WKH�GHWDLQHHV�LQ�WKHLU�FDUH�DERXW�WKH�SDQGHPLF��GHWDLQHHV�DUH�

LQVWHDG�IRUFHG�WR�UHO\�RQ�WKH�QHZV�RU�LQIRUPDWLRQ�IURP�ORYHG�RQHV²ZKHQ�WKH\�FDQ�

DFFHVV�LW²IRU�GHWDLOV�DERXW�WKH�YLUXV�DQG�KRZ�WR�EHVW�SURWHFW�WKHPVHOYHV���0DWKHZV�

'HFO��������6PHOOH\�'HFO��������1LFNHO�'HFO�������3HDUVRQ�'HFO��������5RWWQHN�5HSRUW�

DW���������ILQGLQJ�WKDW�VLJQDJH�DW�-DLO�LV�³ROG�´�³LQDFFXUDWH�´�DQG�PDNHV�³QR�PHQWLRQ�

RI�&29,'���´����6RPH�-DLO�VWDII�KDYH�XQSOXJJHG�WKH�WHOHYLVLRQ�WR�UHVWULFW�GHWDLQHHV¶�

DFFHVV�WR�QHZV�DERXW�&29,'������+��:KLWH�'HFO���������'HIHQGDQWV�KDYH�QRW�HYHQ�

H[SODLQHG�WR�GHWDLQHHV¶�EDVLF�SUHYHQWDWLYH�PHDVXUHV�VXFK�DV�SURSHU�KDQG�ZDVKLQJ���
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&��:KLWH�'HFO���������)HPDOH�GHWDLQHHV�ZKR�H[SUHVV�FRQFHUQV�RYHU�&29,'����DUH�

GLVPLVVHG�E\�-DLO�VWDII�DV�³EHLQJ�GUDPDWLF�´��1LFNHO�'HFO��������2WKHU�GHWDLQHHV�UHSRUW�

WKDW� WKH� GHSXWLHV� WUHDW� WKHP� DV� ³OHVV� WKDQ�KXPDQ´� DQG� GLVPLVV� WKHLU� FRURQDYLUXV�

UHODWHG�FRQFHUQV���%ODQNV�'HFO��������

'HIHQGDQWV� KDYH� DOVR� HQJDJHG� LQ� DFWLYH� PLVLQIRUPDWLRQ�� � 2Q� DW� OHDVW� RQH�

RFFDVLRQ�LQ�'LYLVLRQ�,��-DLO�VWDII�WXUQHG�XS�WKH�KHDW�DQG�WROG�GHWDLQHHV�WKDW�WKH�KHDW�

ZRXOG�NLOO�WKH�YLUXV�����1LFNHO�'HFO��������2WKHU�-DLO�VWDII�KDYH�LPSURSHUO\�VXJJHVWHG�

WKDW�WKH�-DLO�LV�WKH�³EHVW�SODFH�SRVVLEOH´�WR�EH�GXULQJ�WKH�SDQGHPLF�����1LFNHO�'HFO����

���&��:KLWH�'HFO���������0U��&DUOLQH�H[SODLQV��

7KH� -DLO� LVQ¶W� WHOOLQJ� XV� DQ\WKLQJ� DERXW�&29,'�� �:KHQ� ,� DVN� DERXW�
&29,'��WKH\�GLVPLVV�ZKDW�ZH�KDYH�WR�VD\���:KHQ�GHWDLQHHV�DUH�VFDUHG�
RU�LQ�IHDU�RI�JHWWLQJ�VLFN�RU�G\LQJ��WKH�GHSXWLHV�WHOO�XV�ZH�DUH�LQ�WKH�EHVW�
SODFH�SRVVLEOH���2QH�GHSXW\�WROG�XV�WKDW�KH�KDG�EHHQ�H[SRVHG�WR�SHRSOH�
ZLWK�WKH�YLUXV�EXW�KDGQ¶W�FDXJKW�LW����

&DUOLQH�'HFO�����������

-�� 'HIHQGDQWV�GR�QRW�SURSHUO\�VFUHHQ�LQGLYLGXDOV�HQWHULQJ�WKH�-DLO��
H[DFHUEDWLQJ�WKH�SRWHQWLDO�IRU�YLUXVHV�WR�LQILOWUDWH�WKH�-DLO��

�
���7XUQLQJ�XS�WKH�KHDW�LQ�WKH�-DLO�ZLOO�QRW�NLOO�WKH�YLUXV��DW�OHDVW�QRW�EHIRUH�LW�VHULRXVO\�KDUPV�WKH�
GHWDLQHHV� DQG� VWDII� LQVLGH� WKH� -DLO�� � $� UHVHDUFK� WHDP� KDG� WR� KHDW� WKH� YLUXV� XS� WR� ���� GHJUHHV�
)DKUHQKHLW� IRU� ��� PLQXWHV� WR� NLOO� LW�� � 6HH� +DQQDK� 2VERUQH�� &RURQDYLUXV� FDQ� 6XUYLYH� +LJK�
7HPSHUDWXUHV� IRU� /RQJ� 3HULRGV�� 6WXG\� )LQGV�� 1HZVZHHN� �$SU�� ���� �������
KWWSV���ZZZ�QHZVZHHN�FRP�FRURQDYLUXV�KHDW�NLOO�YLUXV����������
���'U��+RPHU�9HQWHUV��IRUPHU�FKLHI�PHGLFDO�RIILFHU�RI�WKH�1HZ�<RUN�&LW\�MDLO�V\VWHP��FDXWLRQV�WKDW�
SHUVRQV�KHOG�LQ�MDLOV�DUH�DW�D�KLJKHU�ULVN�LQ�WKH�MDLO�DQG�DUH�OLNHO\�WR�IDFH�VHULRXV��HYHQ�JUDYH��KDUP�
GXH�WR�WKH�RXWEUHDN�RI�&29,'������6HH�'U��$PDQGD�.ORQVN\��$Q�(SLFHQWHU�RI�WKH�3DQGHPLF�:LOO�
%H� -DLOV� DQG� 3ULVRQV�� LI� ,QDFWLRQ� &RQWLQXHV�� 1�<�� 7LPHV�� 0DU�� ���� ������
KWWSV���ZZZ�Q\WLPHV�FRP������������RSLQLRQ�FRURQDYLUXV�LQ�MDLOV�KWPO��
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)LQDOO\��'HIHQGDQWV�GR�QRW� HIIHFWLYHO\� VFUHHQ�GHWDLQHHV�HQWHULQJ� WKH�-DLO�RU�

WUDQVIHUULQJ�EHWZHHQ� WKH� YDULRXV�'LYLVLRQV²D� FRPPRQ�VHQVH�� SURDFWLYH�PHDVXUH�

WKDW� ZRXOG� SUHYHQW� WKH� VSUHDG� RI� &29,'���� IURP� RXWVLGH� WKH� -DLO� RU� IURP� RQH�

'LYLVLRQ�WR�DQRWKHU���6HH��H�J���6PHOOH\�'HFO��������&��:KLWH�'HFO����������

)RU�H[DPSOH��'RPLQLFN�.HOO\�ZDV�WUDQVIHUUHG�EDFN�LQWR�WKH�-DLO�RQ�0DUFK�����

����� IURP�D�SURJUDP�DW� WKH�'HWURLW�5HHQWU\�&HQWHU�ZKHUH� LQGLYLGXDOV�ZHUH�VLFN���

.HOO\�'HFO��������8SRQ�UHHQWHULQJ�WKH�-DLO��0U��.HOO\�ZDV�SODFHG�LQ�³TXDUDQWLQH�´�

ZKLFK�FRQVLVWHG�RI�WHQ�ILYH�E\�ILYH�FDJHV�OLQHG�XS�LQ�D�URZ�LQ�'LYLVLRQ�,��VHSDUDWHG�

RQO\� E\� EDUV�� QRW�ZDOOV�� � ,G�� �� ��� �%HFDXVH� RI� KRZ� HDVLO\� DLU� DQG�REMHFWV� SDVVHG�

EHWZHHQ�WKH�FHOOV�LQ�WKLV�DUHD��LW�LV�LPSRVVLEOH�WR�VXJJHVW�WKDW�LQGLYLGXDOV�GHWDLQHG�

KHUH�ZHUH�TXDUDQWLQHG�IURP�RWKHU�LQGLYLGXDOV���6HH�5RWWQHN�5HSRUW�DW��������

%HIRUH�SODFLQJ�KLP� LQ� WKLV� FRPPXQDO� DUHD�� -DLO� VWDII�QHYHU�TXHVWLRQHG�0U��

.HOO\�DERXW�KRZ�KH�ZDV�IHHOLQJ��QHYHU�JDYH�KLP�JORYHV�RU�D�PDVN��DQG�GLG�QRW�ZHDU�

DSSURSULDWH�SURWHFWLYH�JHDU�WKHPVHOYHV���,G����������0U��.HOO\�ZDV�IRUFHG�WR�VKDUH�D�

VKRZHU�ZLWK�ILYH�RWKHU�GHWDLQHHV�ZKR�ZHUH�DOVR�LQ�³TXDUDQWLQH�´�EXW�KH�QHYHU�VDZ�

WKH�VKRZHU�EHLQJ�FOHDQHG���,G���������7KH�-DLO�VWDII�JDYH�KLP�RQH�KRWHO�VL]HG�EDU�RI�

VRDS�DQG�UHIXVHG�KLV�UHTXHVWV�IRU�PRUH�VRDS���,G���������$IWHU�WKUHH�GD\V��0U��.HOO\�

ZDV�WUDQVIHUUHG�WR�WKH�PHQWDO�KHDOWK�ZDUG�IRU�D�VHFRQG�SKDVH�RI�WKLV�³TXDUDQWLQH�´�

ZKHUH�KH�KDG�D�FHOOPDWH�DQG�VKDUHG�D�VKRZHU�ZLWK�WKLUW\�RWKHU�GHWDLQHHV���,G������������

+H�ZDV�WUDQVIHUUHG�DJDLQ�WR�D�GLIIHUHQW�IORRU�LQ�'LYLVLRQ�,��WKHQ�WR�'LYLVLRQ�,,���,G����
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���������$W�QR�SRLQW�ZDV�0U��.HOO\�HYHU�WHVWHG�IRU�&29,'������

6LPLODUO\��0U��0F.D\�ZDV�LQ�'LYLVLRQ�,�IRU�DSSUR[LPDWHO\�VHYHQ�GD\V�EHIRUH�

EHLQJ�WUDQVIHUUHG�WR�'LYLVLRQ�,,���0F.D\�'HFO��������,Q�'LYLVLRQ�,��0U��0F.D\�ZDV�

GHWDLQHG�LQ�DQ�RSHQ�VHWWLQJ�ZLWK�HOHYHQ�RWKHU�SHRSOH���,G��������$IWHU�EHLQJ�LQ�WKLV�DUHD�

IRU�DERXW���GD\V��KH�EHJDQ�WR�IHHO�LOO���,G��������+H�ZDV�WUDQVIHUUHG�WR�'LYLVLRQ�,,�WKUHH�

GD\V�ODWHU���,G��������$OWKRXJK�KH�H[SHULHQFHG�³VKRUWQHVV�RI�EUHDWK�DQG�D�YHU\�VHULRXV�

PXFXV�EXOLG�XS�´�KH�ZDV�QRW�WHVWHG�IRU�&29,'������,G��������)RU�DW�OHDVW�WZR�ZHHNV�

KH�VXIIHUHG�VHULRXV�FRXJKLQJ��FRQWLQXHG�PXFXV�EXLOG�XS��DQG�ORVV�RI�WDVWH�DQG�VPHOO���

,G��������$IWHU�LQLWLDOO\�H[SHULHQFLQJ�GLIILFXOW\�DFFHVVLQJ�D�PHGLFDO�NLWH�IURP�QXUVLQJ�

VWDII��LG��DW����KH�ZDV�HYHQWXDOO\�JLYHQ�RQH��ZKLFK�KH�FRPSOHWHG�DQG�VXEPLWWHG���%XW�

KH�ZDV�QHYHU�WUHDWHG�IRU�KLV�DLOPHQWV����

$IWHU� WKH� &29,'���� HSLGHPLF� EHJDQ�� 3ODLQWLII� 6KDQH� &DUOLQH� UHTXLUHG�

XQUHODWHG�PHGLFDO�DWWHQWLRQ�LQ�D�ORFDO�KRVSLWDO���&DUOLQH�'HFO���������:KHQ�0U��&DUOLQH�

ZDV�WUDQVIHUUHG�EDFN�LQWR�WKH�-DLO��KH�ZDV�VHQW�WR�WKH�PHQWDO�KHDOWK�ZDUG�LQ�'LYLVLRQ�

,��ZKHUH�KH�ZDV�ORFNHG�GRZQ�IRU����KRXUV�D�GD\���,G���+H�ZDV�WKHQ�WUDQVIHUUHG�EDFN�

WR�JHQHUDO�SRSXODWLRQ�LQ�'LYLVLRQ�,,,�ZLWKRXW�EHLQJ�WHVWHG�RU�VFUHHQHG��HYHQ�WKRXJK�

KH�KDG�EHHQ�LQ�D�KRVSLWDO��ZKHUH�KH�OLNHO\�HQFRXQWHUHG�SDWLHQWV�DQG�KRVSLWDO�ZRUNHUV�

LQIHFWHG�E\�&29,'������,G����

.�� 'U��5RWWQHN¶V�LQVSHFWLRQ�UHSRUW�FRQILUPV�WKH�DOOHJDWLRQV�LQ�WKH�
Russell &RPSODLQW�DQG�VKRZV�WKDW�'HIHQGDQWV�FRQWLQXH�WR�
GLVUHJDUG�WKH�ULVN�WKDW�3ODLQWLIIV�ZLOO�FRQWUDFW�&29,'����DW�WKH�
-DLO���
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$V�QRWHG�DERYH��'U��5RWWQHN¶V� LQVSHFWLRQ�UHSRUW�FRQILUPV�PDQ\�RI� WKH�GLUH�

IDFWV� DOOHJHG� LQ� WKH�5XVVHOO�&RPSODLQW� DQG� DFFRPSDQ\LQJ�PRWLRQ� IRU� HPHUJHQF\�

UHOLHI�� �7KRVH�SOHDGLQJV�ZHUH�ILOHG�LQ�IHGHUDO�FRXUW�RQ�0D\���������� �'U��5RWWQHN�

FRQGXFWHG�KLV�LQVSHFWLRQ����GD\V�DIWHU�WKDW�ILOLQJ��DQG�KLV�UHSRUW�VKRZV�WKDW�LQ�WKRVH�

LQWHUYHQLQJ����GD\V��'HIHQGDQWV�GLG�OLWWOH��LI�DQ\WKLQJ��WR�UHPHG\�WKH�FRQVWLWXWLRQDO�

KDUPV�DOOHJHG� LQ� WKH�5XVVHOO�SOHDGLQJV�� �'U��5RWWQHN¶V� UHSRUW�� WKHUHIRUH��QRW�RQO\�

VKRZV�WKDW�WKH�FRQVWLWXWLRQDO�YLRODWLRQV�DUH�RQJRLQJ��EXW�SURYLGHV�IXUWKHU�HYLGHQFH�

RI�'HIHQGDQWV¶�GLVUHJDUG�IRU�WKH�VDIHW\��ZHOIDUH��DQG�OLYHV�WKRVH�GHWDLQHG����

'U��5RWWQHN¶V�UHSRUW�FOHDUO\�GHPRQVWUDWHV�WKDW�'HIHQGDQWV�VWLOO�DUH�QRW�WDNLQJ�

WKH�PLQLPDOO\�QHFHVVDU\�PHDVXUHV� WR� LPSURYH� WKH� K\JLHQH� DQG� VDIHW\� DW� WKH� -DLO��

ZKLFK�ZRXOG�PLWLJDWH�WKH�ULVN�RI�LQIHFWLRQ�DQG�VSUHDG�RI�&29,'������

x� 'HWDLQHHV� ³DUH� QRW� UHFHLYLQJ� EDVLF� PHGLFDO� FDUH� RU� >@� K\JLHQH�
VXSSOLHV�´��5RWWQHN�5HSRUW�DW������

o� 0HGLFDO�IDFLOLWLHV�³KDYH�EHHQ�XQGHUVWDIIHG�ZLWK�SURYLGHUV�
UHFHQWO\�´��,G��DW�����

o� 7KH�GLVWULEXWLRQ�RI�VRDS�³������LV�UHPDUNDEO\�LQDGHTXDWH�IRU�
UHJXODU�KDQG�ZDVKLQJ�DQG�VKRZHULQJ��SDUWLFXODUO\�GXULQJ�D�
SDQGHPLF� LQ�ZKLFK�SHRSOH� DUH� HQFRXUDJHG� WR� IUHTXHQWO\�
ZDV>K@�KDQGV�´��,G��DW�����

x� &ULWLFDO�IDFLOLWLHV�DUH�QRW�VXIILFLHQWO\�FOHDQHG���

o� .LWFKHQ�VWDII�³µ�����FDQ¶W�FOHDQ�OLNH�>WKH\¶UH@�VXSSRVHG�WR¶�
EHFDXVH�>WKH\@�XVHG�WR�KDYH�������WUXVWLHV�IRU�FOHDQLQJ�DQG�
QRZ�RQO\�>KDYH@���´��,G��DW�����

o� ³>%DWKURRPV@�VKRXOG�EH�FOHDQHG�DIWHU�HDFK�XVH�´�EXW�VRPH�
DUH�FOHDQHG�RQO\�³������RQH�GD\�E\�D�WUXVW>\@�´��,G��DW������
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x� 3DUWV�RI�WKH�MDLO�DUH�LQ�VXFK�GLVUHSDLU�WKDW�WKH\�FDQQRW�EH�DGHTXDWHO\�
FOHDQHG�� ³7KH� SK\VLFDO� FRQGLWLRQV� >LQ� 'LYLVLRQ� ,,@� DUH� ILOWK\� DQG�
FDQQRW�EH�DGHTXDWHO\�FOHDQHG�GXH�WR�SHUYDVLYH�GLVUHSDLU�� LUUHJXODU�
VXUIDFHV��UXVW��SDLQW�SHHOLQJ�DQG�FKLSSLQJ��PLOGHZ��DQG�PROG�´��,G��
DW������

x� -DLO�VWDII�DUH�QRW�ZHDULQJ�33(�LQVLGH�WKH�IDFLOLW\���,G��DW������

x� 'HWDLQHHV�DUH�QRW�JLYHQ�D�VXIILFLHQW�VXSSO\�RI�335(��³0RVW�RI�WKH�
PDVNV�,�VDZ�ZHUH�IUD\LQJ�DQG�RU�YLVLEO\�GLUW\�´��,G��DW�����

x� 7KH� VLJQDJH� DW� WKH� -DLO� GRHV� QRW� PHQWLRQ� &29,'���� RU� GLVFXVV�
PHDVXUHV�WKDW�PXVW�EH�WDNHQ�WR�PLWLJDWH�WKH�VSUHDG�RI�WKH�YLUXV���,G��
DW����������

$GGLWLRQDOO\��VRFLDO�GLVWDQFLQJ��WKH�VLQJOH�PRVW�HIIHFWLYH�WRRO�LQ�FRPEDWWLQJ�

WKH�VSUHDG�RI�WKH�YLUXV��LV�LPSRVVLEOH�LQ�DUHDV�RI�WKH�-DLO�WKDW�DUH�VWLOO�EHLQJ�XVHG�WR�

FRQILQH�GHWDLQHHV��DQG�LV�QRW�EHLQJ�SUDFWLFHG�LQ�RWKHU�DUHDV���

x� 'HWDLQHHV�DUH�VWLOO�EHLQJ�GRXEOH�EXQNHG���,G��DW�����

x� ,W�LV�LPSRVVLEOH�WR�SUDFWLFH�VRFLDO�GLVWDQFLQJ�LQ�SDUWV�RI�'LYLVLRQ�,,��
\HW�'HIHQGDQWV�FRQWLQXH�WR�KRXVH�GHWDLQHHV�WKHUH��,Q�'LYLVLRQ�,,��³QR�
RQH�FDQ�ZDON�LQ�WKH�VHFXUHG�DUHD�RI�WKH�KDOOZD\��ZLWKRXW�EHLQJ�FORVHU�
WKDQ���>IHHW@�WR�DQRWKHU�SHUVRQ�´��,G��DW�������

x� 3K\VLFDO�VWUXFWXUH�RI�MDLO�FHOOV�LQ�'LYLVLRQV�,�DQG�,,�GR�QRW�DOORZ�IRU�
VRFLDO�GLVWDQFLQJ�HYHQ�LQ�VLQJOH�EHG�FHOOV��³%DUV�DQG�RSHQ�JULGV�GR�
QRW�DOORZ�IRU�VRFLDO�GLVWDQFLQJ��VLQFH�&29,'����FDQ�EH�WUDQVPLWWHG�
E\�VXUIDFH��IRPLWH���ZKHUH�&29,'����FDQ�UHPDLQ�IRU�����>GD\V@��E\�
ODUJH� GURSOHW�� ZKLFK� FDQ� EH� SURMHFWHG� DW� OHDVW� �� IHHW�� DQG� E\�
DHURVROL]HG�SDUWLFOHV��ZKLFK�FDQ�KDQJ�LQ�WKH�DLU�IRU�VHYHUDO�KRXUV�DQG�
FDQ�EH�WUDQVPLWWHG�WKURXJK�YHQWLODWLRQ�´��,G��DW�����

x� ,Q�'LYLVLRQV�,�DQG�,,��³>W@RLOHWV�DQG�VLQNV�DUH�ORFDWHG�QHDU�WKH�IURQW�
ZDOO� RI� WKHVH� FHOOV�� &29,'���� FDQ� EH� DHURVROL]HG� IURP� IHFDO�
PDWWHU²ZKHWKHU�IURP�WKH�DFW�RI�YRLGLQJ�RU�IOXVKLQJ�D�WRLOHW�´��
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x� -DLO�VWDII�DUH�QRW�SUDFWLFLQJ�VRFLDO�GLVWDQFLQJ��HYHQ�ZKHUH�WKH\�FDQ��
'U��5RWWQHN�REVHUYHG�³WZR�&2¶V�VLWWLQJ��������VLWWLQJ�VLGH�E\�VLGH��WZR�
IHHW�DSDUW��ZLWKRXW�ZHDULQJ�PDVNV�´��,G��DW������

x� 'HWDLQHHV� DUH� QRW� SURSHUO\� LQVWUXFWHG� DERXW� WKH� QHHG� WR� SUDFWLFH�
VRFLDO�GLVWDQFLQJ��³6LJQDJH�LV�ROG�DQG�LQDFFXUDWH�������>DQG�PDNHV@�QR�
PHQWLRQ�RI�&29,'����RU�GHILQLWLRQ�RI�VRFLDO�SK\VLFDO�GLVWDQFLQJ�´��
,G��DW������

'HVSLWH� WKH� ILOLQJ� RI� D� ODZVXLW� DOOHJLQJ� VHULRXV� FRQVWLWXWLRQDO� YLRODWLRQV��

'HIHQGDQWV¶�FRQWLQXHG�IDLOXUH�WR�LQVWLWXWH�PLQLPXP�PHDVXUHV�WR�LPSURYH�WKH�K\JLHQH�

DQG�VDIHW\�RI�WKH�-DLO�DQG�WR�HQVXUH�WKDW�VRFLDO�GLVWDQFLQJ�LV�SUDFWLFDEOH�DQG�EHLQJ�

SUDFWLFHG�GHPRQVWUDWHV�WKH�XUJHQW�QHHG�IRU�WKLV�&RXUW�WR�SURYLGH�WKH�UHOLHI�3ODLQWLIIV�

VHHN����

$5*80(17�

� 3ODLQWLIIV�DUH�DW�LPPLQHQW�ULVN�RI�GHDWK�RU�VHULRXV�LQMXU\���,I�WKLV�OLWLJDWLRQ�LV�

GHFLGHG�LQ�WKH�RUGLQDU\�FRXUVH��PDQ\�FODVV�PHPEHUV�ZLOO�EHFRPH�VHULRXVO\�LOO�DQG�

VRPH�PD\�GLH�EHIRUH�ILQDO�MXGJPHQW���1XPHURXV�RWKHUV�ZLOO�VXIIHU�VHYHUH�SDLQ�RU�

RUJDQ�GDPDJH�� �7R�DYRLG� WKDW�GLUH� UHVXOW��3ODLQWLIIV�VHHN� WZR�IRUPV�RI� LPPHGLDWH�

UHOLHI��

)LUVW��3ODLQWLIIV�VHHN�DQ�RUGHU�UHTXLULQJ�'HIHQGDQWV�WR�XQGHUWDNH�DQG�IROORZ�

WKH� EDVLF� SUHYHQWDWLYH� PHDVXUHV� DQG� SURFHGXUHV� UHFRPPHQGHG� E\� PHGLFDO�

SURIHVVLRQDOV�IRU�WKH�PDQDJHPHQW�RI�&29,'����LQ�MDLOV�DQG�FRUUHFWLRQDO�VHWWLQJV���

7KHVH�SURFHGXUHV�HQVXUH�WKDW�WKRVH�GHWDLQHG�DW�WKH�-DLO�����KDYH�DFFHVV�WR�DGHTXDWH�

DQG� WLPHO\�PHGLFDO� WUHDWPHQW� WR�VFUHHQ�� WHVW��DQG� WUHDW�V\PSWRPV�����FDQ�SUDFWLFH�
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VRFLDO� GLVWDQFLQJ�� ��� FDQ�PDLQWDLQ� QHFHVVDU\� K\JLHQH�� DQG� ��� DUH� HGXFDWHG� DERXW�

&29,'�����

6HFRQG�� 3ODLQWLIIV� VHHN� DQ� RUGHU� UHTXLULQJ� WKH� -DLO� WR� UHGXFH� LWV� GHWDLQHH�

SRSXODWLRQ� WR� D� OHYHO� ZKHUH� LQFDUFHUDWHG� SHUVRQV� DQG� MDLO� VWDII� FDQ� DGHTXDWHO\�

SUDFWLFH�VRFLDO�GLVWDQFLQJ�DQG�PDLQWDLQ�GDLO\�OLYLQJ�SUDFWLFHV�WKDW�UHDVRQDEO\�PLWLJDWH�

WKH�ULVN�RI�LQIHFWLRQ�DQG�VSUHDG�RI�&29,'�������

3ODLQWLIIV�PHHW�WKH�OHJDO�UHTXLUHPHQWV�IRU�D�WHPSRUDU\�UHVWUDLQLQJ�RUGHU�DQG�

SUHOLPLQDU\�LQMXQFWLRQ�WKDW�ZRXOG�UHTXLUH�'HIHQGDQWV�WR�UHGXFH�WKH�-DLO�SRSXODWLRQ�

DQG� FRQIRUP� WKHLU� SUDFWLFHV� WR� PHGLFDOO\� DFFHSWHG� PHDQV� RI� SUHYHQWLQJ� DQG�

PLWLJDWLQJ�WKH�VSUHDG�RI�&29,'������$V�H[SODLQHG�EHORZ������3ODLQWLIIV�DUH�OLNHO\�WR�

VXFFHHG�RQ�WKH�PHULWV�RI�WKHLU�FODLPV������3ODLQWLIIV�DUH�OLNHO\�WR�VXIIHU�LUUHSDUDEOH�

KDUP�LQ�WKH�DEVHQFH�RI�UHOLHI������WKH�EDODQFH�RI�HTXLWLHV�ZHLJKV�LQ�3ODLQWLIIV¶�IDYRU��

DQG�����DQ�LQMXQFWLRQ�LV� LQ� WKH�SXEOLF�LQWHUHVW�� �'HWURLW�)LUH�)LJKWHUV�$VV¶Q��,$))�

/RFDO�����Y��'HWURLW������0LFK��������������1�:��G������0LFK����������7KLV�&RXUW�

PXVW�EDODQFH�HDFK�RI�WKH�IRXU�IDFWRUV�DQG�³QR�VLQJOH�IDFWRU�LV�GLVSRVLWLYH�´��&LW\�RI�

'HDUERUQ�Y��&RPFDVW�RI�0LFK�������)��6XSS���G�����������(�'��0LFK����������:KHUH��

DV� KHUH�� SODLQWLIIV�GHPRQVWUDWH� ³LUUHSDUDEOH� KDUP�ZKLFK�GHFLGHGO\�RXWZHLJKV� DQ\�

SRWHQWLDO�KDUP�WR�WKH�GHIHQGDQW�´�WKH�³GHJUHH�RI�OLNHOLKRRG�RI�VXFFHVV�UHTXLUHG´�LV�

OHVV��DQG�D�SODLQWLII�QHHG�RQO\�VKRZ�³VHULRXV�TXHVWLRQV�JRLQJ�WR�WKH�PHULWV�´��,Q�UH�

'H/RUHDQ�0RWRU�&R�������)��G��������������WK�&LU���������
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,�� 3ODLQWLIIV�DUH�OLNHO\�WR�VXFFHHG�RQ�WKH�PHULWV�EHFDXVH�'HIHQGDQWV�DUH�
YLRODWLQJ�3ODLQWLIIV¶�ULJKWV�XQGHU�WKH�(LJKWK�DQG�)RXUWHHQWK�
$PHQGPHQWV��

3ODLQWLIIV�DUH�KLJKO\�OLNHO\�WR�VXFFHHG�RQ�WKHLU�FODLPV�EHFDXVH�'HIHQGDQWV�DUH�

GHOLEHUDWHO\�GLVUHJDUGLQJ�WKH�ULVN�WKDW�3ODLQWLIIV�ZLOO�FRQWUDFW�&29,'����ZLWKLQ�WKH�

FXUUHQW�FRQGLWLRQV�DW�WKH�-DLO�� LQ�YLRODWLRQ�RI� WKH�(LJKWK�$PHQGPHQW�DQG�WKH�'XH�

3URFHVV�&ODXVH�RI�WKH�)RXUWHHQWK�$PHQGPHQW�WR�WKH�8QLWHG�6WDWHV�&RQVWLWXWLRQ�DQG�

$UWLFOH�,��6HFWLRQV����DQG�����RI�WKH�0LFKLJDQ�&RQVWLWXWLRQ���'HIHQGDQWV¶�IDLOXUH�WR�

LPSOHPHQW�WKH�EDVLF�VWHSV�UHFRPPHQGHG�E\�KHDOWK�H[SHUWV��WKH�&'&��DQG�*RYHUQRU�

*UHWFKHQ�:KLWPHU��²LQFOXGLQJ� DFFHVV� WR� EDVLF�PHGLFDO� VFUHHQLQJ� DQG� WUHDWPHQW�

SURWRFROV�IRU�LQIHFWLRXV�GLVHDVH��SURYLGLQJ�VRDS�DQG�ZDWHU�VR�WKDW�WKRVH�GHWDLQHG�FDQ�

ZDVK� WKHLU� KDQGV� DIWHU� WRXFKLQJ� REMHFWV� RU� RWKHU� SHRSOH�� WKH� DELOLW\� WR� FOHDQ� DQG�

GLVLQIHFW� DOO� VXUIDFHV� WRXFKHG� E\� PXOWLSOH� SHRSOH� DW� OHDVW� RQFH� GDLO\�� DFFHVV� WR�

LQIRUPDWLRQ�DERXW�&29,'�����DQG��DERYH�DOO��JLYLQJ�SHRSOH�VXIILFLHQW�VSDFH�WR�VWD\�

DW� OHDVW� VL[� IHHW� DZD\� IURP�RWKHUV� DW� DOO� WLPHV²ZKHQ� WKH\�DUH�ZHOO� DZDUH�RI� WKH�

H[WUHPH�ULVNV�SRVHG�E\�WKLV�YLUXV�FRQVWLWXWHV�GHOLEHUDWH�LQGLIIHUHQFH��

8QGHU�WKH�8QLWHG�6WDWHV�&RQVWLWXWLRQ��WKH�JRYHUQPHQW�KDV�D�GXW\�WR�SURWHFW�

SHUVRQV�LW�GHWDLQV�IURP�³D�VXEVWDQWLDO�ULVN�RI�VHULRXV�KDUP�´��)DUPHU�Y��%UHQQDQ������

�
���6HH�&RPSO��([������([HFXWLYH�2UGHU����������0DU�������������&RPSO��([�����,QWHULP�*XLGDQFH�
RQ� 0DQDJHPHQW� RI� &RURQDYLUXV� 'LVHDVH� ����� �&29,'����� LQ� &RUUHFWLRQDO� DQG� 'HWHQWLRQ�
)DFLOLWLHV�� &'&�JRY� �0DUFK� ���� ������� KWWSV���ZZZ�FGF�JRY�FRURQDYLUXV������
QFRY�FRPPXQLW\�FRUUHFWLRQ�GHWHQWLRQ�JXLGDQFH�FRUUHFWLRQDO�GHWHQWLRQ�KWPO��
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8�6��������������������7KLV�ULJKW�DULVHV�XQGHU�WKH�(LJKWK�$PHQGPHQW�IRU�LQGLYLGXDOV�

WKDW�DUH�SRVW�FRQYLFWLRQ��VHH�LG���(VWHOOH�Y��*DPEOH������8�6������������������DQG�

XQGHU� WKH� )RXUWHHQWK�$PHQGPHQW¶V�'XH� 3URFHVV� &ODXVH� IRU� LQGLYLGXDOV� WKDW� DUH�

SUH�FRQYLFWLRQ��VHH�&LW\�RI�5HYHUH�Y��0DVV��*HQ��+RVS�������8�6�������������������

5LFKNR�Y��:D\QH�&W\���0LFK�������)��G������������WK�&LU���������

7R�GHPRQVWUDWH�D�YLRODWLRQ�RI�WKH�(LJKWK�$PHQGPHQW��FRQYLFWHG�SHUVRQV�PXVW�

VKRZ�ERWK�DQ�REMHFWLYHO\�VXEVWDQWLDO�ULVN�RI�VHULRXV�KDUP�DQG�WKDW�SULVRQ�RIILFLDOV�

VXEMHFWLYHO\�³DFWHG�ZLWK�GHOLEHUDWH�LQGLIIHUHQFH´�WRZDUGV�WKH�KD]DUGRXV�FRQGLWLRQ�LQ�

TXHVWLRQ�� �%URZQ�Y��%DUJHU\������)��G������������WK�&LU��������� �3XUVXDQW� WR�WKH�

6XSUHPH�&RXUW¶V� GHFLVLRQ� LQ�.LQJVOH\� Y��+HQGULFNVRQ�� ����8�6�� ����� ����6��&W��

����������±�������������SUH�WULDO�GHWDLQHHV�QHHG�RQO\�VDWLVI\�WKH�REMHFWLYH�SURQJ�RI�

WKH�LQTXLU\���+RSSHU�Y��3KLO�3OXPPHU������)��G������������WK�&LU����UHK¶J�GHQLHG�

�0D\������������$FFRUGLQJO\��SUH�WULDO�GHWDLQHHV�FDQ�SURYH�D�)RXUWHHQWK�$PHQGPHQW�

FODLP�E\�GHPRQVWUDWLQJ�VROHO\�WKDW�FODVV�PHPEHUV�IDFH�D�VXEVWDQWLDO�ULVN�RI�VHULRXV�

KDUP���.LQJVOH\������6��&W��DW�����±����

7KH�0LFKLJDQ�&RQVWLWXWLRQ�DIIRUGV�3ODLQWLIIV�HYHQ�PRUH�SURWHFWLRQ�WKDQ�WKH�

(LJKWK� $PHQGPHQW�� 7KH�0LFKLJDQ� 6XSUHPH� &RXUW� KDV� KHOG� WKDW� ³WKH�0LFKLJDQ�

&RQVWLWXWLRQ¶V�SURKLELWLRQ�DJDLQVW�µFUXHO�RU�XQXVXDO¶�SXQLVKPHQW�PD\�EH�LQWHUSUHWHG�

PRUH�EURDGO\�WKDQ�WKH�(LJKWK�$PHQGPHQW¶V�SURKLELWLRQ�DJDLQVW�µFUXHO�DQG�XQXVXDO¶�

SXQLVKPHQW�´�&DUOWRQ�Y��'HS
W�RI�&RUUHFWLRQV������0LFK��$SS����������������1�:��G�
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�����0LFK���������HPSKDVLV�DGGHG���3HRSOH�Y��%XOORFN������1�:��G���������������

0LFK����������0LFK���������³>7@KH�0LFKLJDQ�SURYLVLRQ�SURKLELWV�µFUXHO�RU�XQXVXDO¶�

SXQLVKPHQWV��ZKLOH� WKH� (LJKWK�$PHQGPHQW� EDUV� RQO\� SXQLVKPHQWV� WKDW� DUH� ERWK�

µFUXHO�DQG�XQXVXDO�¶´��

7KH� (LJKWK� DQG� )RXUWHHQWK� $PHQGPHQW� VWDQGDUGV�� DV� ZHOO� DV� DQ\�

UHTXLUHPHQWV�XQGHU�WKH�0LFKLJDQ�&RQVWLWXWLRQ��DUH�VDWLVILHG�KHUH�EHFDXVH�'HIHQGDQWV�

DUH�YLRODWLQJ�3ODLQWLIIV¶�FRQVWLWXWLRQDO�ULJKWV�E\�LQFDUFHUDWLQJ�WKHP�LQ�FRQGLWLRQV�WKDW�

IDLO� WR�PLWLJDWH� WKH� VSUHDG� RI� D� SRWHQWLDOO\� IDWDO� YLUXV� DPLG� D� JURZLQJ� SDQGHPLF�

GHVSLWH�'HIHQGDQWV¶�NQRZOHGJH�DQG�DELOLW\�WR�GR�VR��

$�� 3ODLQWLIIV�DUH�REMHFWLYHO\�DW�D�VXEVWDQWLDO�ULVN�RI�KDUP��

$OO� SHRSOH� FRQILQHG� LQ� WKH� -DLO�� ZKHWKHU� GHWDLQHG� SUHWULDO� RU� LQFDUFHUDWHG�

SRVW�FRQYLFWLRQ�� DUH� HQWLWOHG� WR� EH� SURWHFWHG� IURP� FRQGLWLRQV�RI� FRQILQHPHQW� WKDW�

FUHDWH�D�VXEVWDQWLDO�ULVN�RI�VHULRXV�KDUP���6HH�)DUPHU������8�6��DW������FRUUHFWLRQDO�

RIILFHU� YLRODWHG� (LJKWK� $PHQGPHQW� E\� IDLOLQJ� WR� SUHYHQW� ³D� VXEVWDQWLDO� ULVN� RI�

VHULRXV�KDUP´���(VWHOOH������8�6��DW������³GHOLEHUDWH�LQGLIIHUHQFH´�WR�VHULRXV�PHGLFDO�

QHHGV�YLRODWHV�WKH�(LJKWK�$PHQGPHQW�����

-DLO� RIILFLDOV� KDYH� D� FRQVWLWXWLRQDO� REOLJDWLRQ� WR� SURYLGH� IRU� GHWDLQHHV¶�

UHDVRQDEOH� VDIHW\� DQG� WR� DGGUHVV� WKHLU� VHULRXV� PHGLFDO� QHHGV�� � 6HH� 'H6KDQH\� Y��

:LQQHEDJR�&W\��'HS¶W�RI�6RF��6HUYV�������8�6�������������������³>:@KHQ�WKH�6WDWH�

E\�WKH�DIILUPDWLYH�H[HUFLVH�RI� LWV�SRZHU�VR�UHVWUDLQV�DQ� LQGLYLGXDO¶V� OLEHUW\�WKDW� LW�
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UHQGHUV�KLP�XQDEOH�WR�FDUH�IRU�KLPVHOI��DQG�DW�WKH�VDPH�WLPH�IDLOV�WR�SURYLGH�IRU�KLV�

EDVLF� KXPDQ� QHHGV²H�J��� IRRG�� FORWKLQJ�� VKHOWHU�� PHGLFDO� FDUH�� DQG� UHDVRQDEOH�

VDIHW\²LW� WUDQVJUHVVHV� WKH� VXEVWDQWLYH� OLPLWV� RQ� VWDWH� DFWLRQ� VHW� E\� WKH� (LJKWK�

$PHQGPHQW�DQG�WKH�'XH�3URFHVV�&ODXVH�´���<RXQJEHUJ�Y��5RPHR������8�6�����������

��������WKH�VWDWH�KDV�DQ�³XQTXHVWLRQHG�GXW\´�WR�SURYLGH�DGHTXDWH�PHGLFDO�FDUH�IRU�

GHWDLQHG�SHUVRQV���:LOVRQ�Y��6HLWHU������8�6�������������������(VWHOOH������8�6��DW�

�����%URZQ�Y��3ODWD������8�6����������������������

,W�LV�ZHOO�HVWDEOLVKHG�WKDW��XQGHU�WKH�)RXUWHHQWK�$PHQGPHQW��SUHWULDO�GHWDLQHHV�

DUH� HQWLWOHG� WR� DW� OHDVW� WKH� VDPH� OHYHO� RI� SURWHFWLRQ� DV� FRQYLFWHG� GHWDLQHHV�� � 6HH�

5LFKNR������)��G�DW������VHH�DOVR�&LW\�RI�5HYHUH������8�6��DW������³>7@KH�GXH�SURFHVV�

ULJKWV� RI� D� >SUHWULDO� GHWDLQHH@� DUH� DW� OHDVW� DV� JUHDW� DV� WKH� (LJKWK� $PHQGPHQW�

SURWHFWLRQV�DYDLODEOH�WR�D�FRQYLFWHG�SULVRQHU´���%HOO�Y��:ROILVK������8�6�����������

��������KROGLQJ�WKDW�WKH�)RXUWHHQWK�$PHQGPHQW�UHTXLUHV�WKDW�SUHWULDO�GHWDLQHHV�EH�

SURWHFWHG�IURP�DQ\�IRUP�RI�³SXQLVKPHQW´����7KXV��SUHWULDO�GHWDLQHHV�QHHG�VKRZ�RQO\�

WKDW�WKH�FRQGLWLRQV�RI�WKHLU�FRQILQHPHQW�DUH�XQUHDVRQDEOH���.LQJVOH\������6��&W��DW�

���������SUHWULDO�GHWDLQHHV�QHHG�QRW�VKRZ�WKDW�SULVRQ�RIILFLDOV�VXEMHFWLYHO\�³DFWHG�

ZLWK�µGHOLEHUDWH�LQGLIIHUHQFH´�WRZDUGV�WKH�KD]DUGRXV�FRQGLWLRQ�LQ�TXHVWLRQ���

([SRVXUH�WR�DQ�LQIHFWLRXV�GLVHDVH�OLNH�&29,'����ZLWKRXW�DGHTXDWH�SUHYHQWLYH�

PHDVXUHV� LV� REMHFWLYHO\� XQUHDVRQDEOH� XQGHU� WKH� )RXUWHHQWK� $PHQGPHQW� DQG�

FRQVWLWXWHV�GHOLEHUDWH� LQGLIIHUHQFH� WR� D� VHULRXV� ULVN� WR�KHDOWK� DQG� VDIHW\�� LQ�GLUHFW�
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YLRODWLRQ�RI�WKH�(LJKWK�$PHQGPHQW���$�³FRQGLWLRQ�RI�FRQILQHPHQW�WKDW�LV�VXUH�RU�YHU\�

OLNHO\� WR� FDXVH� VHULRXV� LOOQHVV� DQG�QHHGOHVV� VXIIHULQJ´� WR� VRPHRQH� GHWDLQHG��ZKLFK�

LQFOXGHV�³H[SRVXUH�RI�LQPDWHV�WR�D�VHULRXV��FRPPXQLFDEOH�GLVHDVH�´�LV�SUHFLVHO\�WKH�

W\SH�RI�VHULRXV�KDUP�WKDW�WKH�&RQVWLWXWLRQ�SURWHFWV�DJDLQVW���+HOOLQJ�Y��0F.LQQH\������

8�6�� ���� ��� ������� �³1RU� FDQ� ZH� KROG� WKDW� SULVRQ� RIILFLDOV� PD\� EH� GHOLEHUDWHO\�

LQGLIIHUHQW�WR�WKH�H[SRVXUH�RI�LQPDWHV�WR�D�VHULRXV��FRPPXQLFDEOH�GLVHDVH��������´���

-ROO\�Y��&RXJKOLQ�����)��G������������G�&LU���������³>&@RUUHFWLRQDO�RIILFLDOV�KDYH�DQ�

DIILUPDWLYH� REOLJDWLRQ� WR� SURWHFW� >IRUFLEO\� FRQILQHG@� LQPDWHV� IURP� LQIHFWLRXV�

GLVHDVH�´���-RKQVRQ�Y��2SHUDWLRQ�*HW�'RZQ��,QF���1R�����������������:/����������

DW� 
�� �(�'��0LFK�� ������ �ILQGLQJ� WKDW� HYHQ� D� ³VKRUW� SHULRG´� RI� H[SRVXUHV� WR� DQ�

LQIHFWLRXV� DQWLELRWLF� UHVLVWDQW� VWDSK� LQIHFWLRQ� FRXOG� FRQVWLWXWH� GHOLEHUDWH�

LQGLIIHUHQFH���VHH�DOVR�)DUPHU������8�6��DW������³>+@DYLQJ�VWULSSHG�>SULVRQHUV@�RI�

YLUWXDOO\�HYHU\�PHDQV�RI�VHOI�SURWHFWLRQ�DQG�IRUHFORVHG�WKHLU�DFFHVV�WR�RXWVLGH�DLG��

WKH�JRYHUQPHQW�DQG�LWV�RIILFLDOV�DUH�QRW�IUHH�WR�OHW�WKH�VWDWH�RI�QDWXUH�WDNH�LWV�FRXUVH�´���

)ODQRU\�Y��%RQQ������)��G���������������WK�&LU���������UHFRJQL]LQJ�WKDW�D�FRPSOHWH�

GHQLDO� RI� GHQWDO� K\JLHQH� SURGXFWV� FDQ� FRQVWLWXWH� GHOLEHUDWH� LQGLIIHUHQFH��� /HH� Y��

%LUNHWW��1R����±FY±������������:/���������� DW�
�� �(�'��0LFK��)HE������������

�KROGLQJ�WKDW�DOOHJDWLRQV�WKDW�SULVRQHUV�ZHUH�IRUFHG�WR�XVH�FRPPRQ�UD]RUV�DQG�EH�

H[SRVHG�WR�RWKHU�XQVDQLWDU\�FRQGLWLRQV�IRU�WZR�PRQWKV�FRXOG�FRQVWLWXWH�GHOLEHUDWH�

LQGLIIHUHQFH���
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&29,'���� LV� WKH�TXLQWHVVHQWLDO�³VHULRXV´�DQG�³FRPPXQLFDEOH�GLVHDVH´�IURP�

ZKLFK�WKH�&RQVWLWXWLRQ�UHTXLUHV�LQFDUFHUDWHG�SHRSOH�EH�SURWHFWHG���+HOOLQJ������8�6��

���DW���������7KLV�GLVHDVH�KDV�QR�YDFFLQH��HIIHFWLYH�WUHDWPHQW��RU�FXUH���(YHQ�PLOG�DQG�

PRGHUDWH�FDVHV��LW�FDQ�IHHO�OLNH�³KDYLQJ�JODVV�LQ�\RXU�OXQJV´�RU�³GURZQLQJ�LQ�>RQH¶V@�

RZQ�EORRG�´�OHDYLQJ�SDWLHQWV�FKRNLQJ�DQG�VWUXJJOLQJ�WR�EUHDWKH���&RPSO���������,W�FDQ�

FDXVH�SHUPDQHQW�OXQJ�GDPDJH���,G���������,Q�FULWLFDO�FDVHV��SDWLHQWV�PD\�QHHG�WR�VSHQG�

ZHHNV�DWWDFKHG�WR�D�YHQWLODWRU�DQG�EORRG�R[\JHQDWLRQ�PDFKLQH���,G���������$QG��LQ�WKH�

PRVW�VHULRXV�FDVHV��SDWLHQWV�GR�QRW�UHFRYHU��&29,'����KDV�D�IDWDOLW\�UDWH�WHQ�WLPHV�

KLJKHU�WKDQ�LQIOXHQ]D���,G��������

3ODLQWLIIV�KDYH�DQ�H[WUHPH�DQG�XQUHDVRQDEOH�ULVN�RI�FRQWUDFWLQJ�&29,'����

EHFDXVH�RI�WKHLU�FRQILQHPHQW���/DXULQJ�'HFO������������WKH�³-DLO¶V�LQWDNH��VFUHHQLQJ��

DQG�TXDUDQWLQH�SURFHGXUH�LV�ZKROO\�LQDGHTXDWH�DQG�VWDJJHULQJO\�LQHIIHFWLYH�DJDLQVW�

SUHYHQWLQJ� WKH� ULVN�RI� LQIHFWLRQ´��� �$FURVV� WKH� FRXQWU\��JRYHUQPHQWV�KDYH� LVVXHG�

³VKHOWHU� LQ� SODFH´� RUGHUV� FORVLQJ� SXEOLF� VFKRROV� DQG� QRQ�HVVHQWLDO� EXVLQHVVHV��

EDQQLQJ�SHRSOH�IURP�HDWLQJ�LQ�UHVWDXUDQWV�RU�HYHQ�FRQJUHJDWLQJ�LQ�VPDOO�JURXSV��DQG�

UHTXLULQJ�LQGLYLGXDOV�WR�VWD\�LQ�WKHLU�KRPHV�XQOHVV�LW�LV�DEVROXWHO\�QHFHVVDU\�WR�OHDYH���

:KHQ�SHRSOH�OHDYH�WKHLU�KRPHV��WKH\�DUH�DGYLVHG�WR�VWD\�DW�OHDVW�VL[�IHHW�IURP�RWKHUV��

ZHDU�PDVNV�� DYRLG� WRXFKLQJ� WKHLU� IDFHV�� DQG�ZDVK� WKHLU� KDQGV� LPPHGLDWHO\�XSRQ�

UHWXUQLQJ�KRPH���7KH�PHVVDJH�LV�FOHDU���LQGLYLGXDOV�PXVW�WDNH�HYHU\�SRVVLEOH�VWHS�WR�

DYRLG�FRQWUDFWLQJ�DQG�VSUHDGLQJ�&29,'����EHFDXVH�WKH�ULVN�RI�LQIHFWLRQ�LV�VR�KLJK���
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%XW�3ODLQWLIIV��ZKRVH�ULVN�RI�FRQWUDFWLQJ�WKH�YLUXV�LV�HYHQ�KLJKHU��DUH�EHLQJ�GHQLHG�

WKH�DELOLW\�WR�WDNH�WKH�VDPH�EDVLF�SUHFDXWLRQV�WKH�JRYHUQPHQW�KDV�GHHPHG�VR�HVVHQWLDO�

IRU�HYHU\RQH�HOVH���/DXULQJ�'HFO��������

0HGLFDOO\� YXOQHUDEOH� GHWDLQHHV� DUH� ³DW� VLJQLILFDQWO\� KLJKHU� ULVN�� SUREDEO\�

GRXEOH�RU�WULSOH�WKH�ULVN�RI�KDYLQJ�D�VHYHUH�RXWFRPH�IURP�WKHLU�LQIHFWLRQ�´�LQFOXGLQJ�

³KRVSLWDOL]DWLRQ��SRWHQWLDOO\�ZLQGLQJ�XS� LQ�DQ� ,&8��RU�HYHQ�GHDWK�´� LI�H[SRVHG� WR�

&29,'������7HVWLPRQ\�RI�'U��/DXULQJ��7U[�����������(YLGHQWLDU\�+HDULQJ��S������

&DPHURQ�Y��%RXFKDUG��1R�����FY��������(�'��0LFK����3DUNHU��-�����$V�D�UHVXOW��WKH�

RQO\� SUDFWLFDEOH� ZD\� WR� SURWHFW� WKHVH� SHUVRQV� IURP� FRQWUDFWLQJ� &29,'���� LV� WR�

UHGXFH�WKH�-DLO�SRSXODWLRQ�WR�D�QXPEHU�ZKHUH�LQFDUFHUDWHG�SHUVRQV�DQG�-DLO�VWDII�FDQ�

DGHTXDWHO\�SUDFWLFH�VRFLDO�GLVWDQFLQJ��WKH�VLQJOH�PRVW�LPSRUWDQW�SUHFDXWLRQ�DQ\RQH�

FDQ� WDNH� WR� SUHYHQW� VSUHDGLQJ� RU� FRQWUDFWLQJ� &29,'����� � &RPSO�� ��� ��� �����

2WKHUZLVH��ROGHU�GHWDLQHHV�DQG�WKRVH�ZLWK�XQGHUO\LQJ�PHGLFDO�FRQGLWLRQV��VXFK�DV�

DVWKPD��OXQJ�GLVHDVH��KHDUW�GLVHDVH��RU�GLDEHWHV��DUH�PRUH�VXEVWDQWLDOO\�OLNHO\�WR�EH�

LQIHFWHG�DQG�WR�GHYHORS�VHULRXV�LOOQHVVHV���/DXULQJ�'HFO���������7KHUHIRUH��FRQWLQXHG�

GHWHQWLRQ�RI�PHGLFDOO\�YXOQHUDEOH�SHUVRQV�LV�D�JUDYH�ULVN�WR�WKHLU�OLYHV�DQG�YLRODWHV�

WKH�&RQVWLWXWLRQ��

%�� 'HIHQGDQWV�KDYH�DFWHG�DQG�DUH�FRQWLQXLQJ�WR�DFW�ZLWK�VXEMHFWLYH�
LQGLIIHUHQFH�WRZDUGV�3ODLQWLIIV¶�VXEVWDQWLDO�ULVN�RI�KDUP��

7KLV�&RXUW�QHHG�QRW�FRQVLGHU�WKH�VXEMHFWLYH�SURQJ�RI�WKH�GHOLEHUDWH�LQGLIIHUHQFH�

VWDQGDUG�ZLWK�UHVSHFW�WR�3ODLQWLIIV�WKDW�DUH�LQFDUFHUDWHG�SUHWULDO���<HW��HYHQ�XQGHU�WKH�
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(LJKWK�$PHQGPHQW¶V�PRUH�H[DFWLQJ�VWDQGDUG��LPPHGLDWH�LQMXQFWLYH�UHOLHI�LV�FOHDUO\�

DSSURSULDWH�IRU�DOO�3ODLQWLIIV���7KDW�LV�EHFDXVH�'HIHQGDQWV�KDYH�FHUWDLQO\�NQRZQ�RI�

DQG�GLVUHJDUGHG�DQ�H[FHVVLYH�ULVN�WR�GHWDLQHH�KHDOWK�RU�VDIHW\���:LOVRQ������8�6��DW�

�����5LFKPRQG�Y��+XT������)��G������������WK�&LU���������

:LWK�UHVSHFW�WR�DQ�LPSHQGLQJ�LQIHFWLRXV�GLVHDVH�OLNH�&29,'�����GHOLEHUDWH�

LQGLIIHUHQFH� LV� VDWLVILHG� ZKHQ� FRUUHFWLRQV� RIILFLDOV� ³LJQRUH� D� FRQGLWLRQ� RI�

FRQILQHPHQW�WKDW�LV�VXUH�RU�YHU\�OLNHO\�WR�FDXVH�VHULRXV�LOOQHVV�DQG�QHHGOHVV�VXIIHULQJ�

WKH�QH[W�ZHHN�RU�PRQWK�RU�\HDU�´� HYHQ�ZKHQ�³WKH�FRPSODLQLQJ� LQPDWH�VKRZV�QR�

VHULRXV�FXUUHQW�V\PSWRPV�´��+HOOLQJ������8�6��DW�����KROGLQJ�WKDW�D�SULVRQHU�³VWDWHV�

D�FDXVH�RI�DFWLRQ� �� �� ��E\�DOOHJLQJ�WKDW�>FRUUHFWLRQV�RIILFLDOV@�KDYH��ZLWK�GHOLEHUDWH�

LQGLIIHUHQFH��H[SRVHG�KLP�WR�FRQGLWLRQV�WKDW�SRVH�DQ�XQUHDVRQDEOH�ULVN�RI�VHULRXV�

GDPDJH�WR�IXWXUH�KHDOWK´���VHH�DOVR�+RSH�Y��3HO]HU������8�6�������������������FRXUW�

³PD\�LQIHU�WKH�H[LVWHQFH�RI�>GHOLEHUDWH�LQGLIIHUHQFH@�IURP�WKH�IDFW�WKDW�WKH�ULVN�RI�

KDUP�LV�REYLRXV´��FLWLQJ�)DUPHU������8�6��DW��������

7KLV� &RXUW� QHHG� QRW� ³DZDLW� D� WUDJLF� HYHQW´� WR� ILQG� WKDW� 'HIHQGDQWV� DUH�

PDLQWDLQLQJ� XQFRQVWLWXWLRQDO� FRQGLWLRQV� RI� FRQILQHPHQW� DPLG� D� JOREDO� SDQGHPLF���

6HH�+HOOLQJ������8�6��DW������6R�ORQJ�DV�WKH�ULVN�RI�VHULRXV�KDUP�LV�³OLNHO\�´�DV�LW�LV�

KHUH��WKH�(LJKWK�$PHQGPHQW�LV�YLRODWHG��HYHQ�LI�³WKH�FRPSODLQLQJ�LQPDWH�VKRZV�QR�

VHULRXV� FXUUHQW� V\PSWRPV�´� LW� LV� ³QRW� DOOHJHG� WKDW� WKH� OLNHO\� KDUP� ZRXOG� RFFXU�

LPPHGLDWHO\�´�DQG�³WKH�SRVVLEOH�LQIHFWLRQ�PLJKW�QRW�DIIHFW�DOO�RI�WKRVH�H[SRVHG�´��,G��
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'HIHQGDQWV�DUH�DZDUH�RI�WKH�LPPLQHQW�VHYHUH�ULVNV�SRVHG�E\�WKH�FRURQDYLUXV�����

7KURXJK� JRYHUQPHQW� RUGHUV���� &'&� JXLGDQFH� DLPHG� DW� MDLOV���� DQG� QDWLRQZLGH�

SXEOLFDWLRQV����'HIHQGDQWV�KDYH�EHHQ�PDGH�ZHOO�DZDUH�RI� WKH�ULVNV� WR� LQFDUFHUDWHG�

SHRSOH�� � 7KH� 6KHULII¶V� RZQ� FRPPXQLFDWLRQV� DQG� DQQRXQFHPHQWV� HPSKDVL]H� WKLV�

DZDUHQHVV���� �6LPLODUO\�� WKH�ZLGHVSUHDG�SXEOLF�GLVFXVVLRQ�UHJDUGLQJ�WKH�KHLJKWHQHG�

ULVN�WR�PHGLFDOO\�YXOQHUDEOH�SHRSOH�PDNH�FOHDU�WKDW�'HIHQGDQWV�DUH�DZDUH�RI�WKH�PRUWDO�

SHULO�WKDW�-DLO�FRQGLWLRQV�SRVH�WR�VXFK�LQGLYLGXDOV���6HH��H�J���+��:KLWH�'HFO��������³,�

�
���7KLV�LV�SDUWLFXODUO\�WUXH�IRU�'HIHQGDQW�6KHULII�%HQQ\�1DSROHRQ��ZKR�ORVW�DQ�HPSOR\HH��'RQDQID\�
&ROOLQV��WR�&29,'����DQG�ZKRVH�EURWKHU��+LOWRQ�1DSROHRQ��ZDV�KRVSLWDOL]HG�IRU�VHYHUDO�ZHHNV�
GXH�WR�WKLV�YLUXV���6HH��H�J���:H�ZLOO�UHPHPEHU��7ULEXWH�WR�D�IHZ�RI�WKH�PHWUR�'HWURLWHUV�ZKR�GLHG�
RI� FRURQDYLUXV�� 'HWURLW� )UHH� 3UHVV� �0D\� ��� ������� KWWSV���ZZZ�IUHHS�FRP�LQ�
GHSWK�QHZV�ORFDO�PLFKLJDQ�GHWURLW������������FRURQDYLUXV�FRYLG����PHWUR�GHWURLW�
WULEXWHV��������������³µ,W�ZDV�OLNH�VRPHRQH�SXW�DQ�DQYLO�DURXQG�P\�QHFN�DQG�MXVW�GURSSHG�LW�¶�
1DSROHRQ�VDLG��ZKHQ�OHDUQLQJ�RI�>&ROOLQV¶V@�SDVVLQJ���µ$QG�,¶YH�EHHQ�IHHOLQJ�YHU\�KHDY\�VLQFH�DOO�
RI�WKLV�WUDQVSLUHG�EHFDXVH�,�NQRZ�WKLV�LV�QRW�WKH�ODVW�RI�LW�¶´���0DUORZH�$OWHU��+LJKODQG�3DUN�3ROLFH�
&KLHI�+LOWRQ�1DSROHRQ�KRVSLWDOL]HG�IRU���ZHHNV�ZLWK�FRURQDYLUXV��'HWURLW�)UHH�3UHVV��0DU������
������� KWWSV���ZZZ�IUHHS�FRP�VWRU\�QHZV�ORFDO�PLFKLJDQ�ZD\QH������������KLOWRQ�QDSROHRQ�
FRURQDYLUXV�PLFKLJDQ��������������QRWLQJ�WKDW�'HIHQGDQW�1DSROHRQ�KDV�EHHQ�SUDFWLFLQJ�VRFLDO�
GLVWDQFLQJ� IURP� KLV� IDPLO\�PHPEHUV� GXH� WR� WKH� YLUXV� DQG� EHOLHYHV� LQ� WKH� LPSRUWDQFH� RI� WKHVH�
SUDFWLFHV���
��� 6HH� 0LFKLJDQ� ([HFXWLYH� 2UGHU� ��������� 0LFKLJDQ�JRY� �$SU�� ��� �������
KWWSV���ZZZ�PLFKLJDQ�JRY�ZKLWPHU�������������������B������������������KWPO��
���&RPSO��([�����
���6HH�'DYLG�0LOOV�	�(PLO\�*DOYLQ�$OPDQ]D��$V�PDQ\�DV��������� LQFDUFHUDWHG�SHRSOH� LQ�RXU�
SULVRQV� ZLOO� GLH� IURP� WKH� FRURQDYLUXV�� XQOHVV� WKH� 86� DFWV� QRZ�� %XV�� ,QVLGHU� �$SU�� ��� �������
KWWSV���ZZZ�EXVLQHVVLQVLGHU�FRP�IDLOXUH�WR�UHOHDVH�SULVRQHUV�LV�FRQGHPQLQJ�WKRXVDQGV�WR�GHDWK�
��������$QQD�)ODJJ�	�-RVHSK�1HII��:K\�-DLOV�$UH�6R�,PSRUWDQW�LQ�WKH�)LJKW�$JDLQVW�&RURQDYLUXV��
1�<��7LPHV��0DU�������������KWWSV���Q\WL�PV��D,%+MY��7LPRWK\�:LOOLDPV�HW�DO��� µ-DLOV�$UH�3HWUL�
'LVKHV¶�� ,QPDWHV� )UHHG� DV� WKH� 9LUXV� 6SUHDGV� %HKLQG� %DUV�� 1�<�� 7LPHV� �0DU�� ���� �������
KWWSV���Q\WL�PV��-PQI�]��
��� :&62� &292,'���� >VLF@� 5HVSRQVH�� :D\QH� &RXQW\� 6KHUULII� &RQQHFW� �$SU�� ���� �������
KWWS���ZZZ�VKHULIIFRQQHFW�FRP�KRPH�LWHP�����ZFVR�FRYRLG�����UHVSRQVH�KWPO���
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VHH�&RURQDYLUXV�RQ�79�������:KHQ�WKH�JXDUGV�KHDU�VRPHWKLQJ�EDG�FRPLQJ�IURP�WKH�

79��WKH\�XQSOXJ�LW�´���

7KH�OLVW�RI�UHDVRQDEOH�PHDVXUHV�WR�SUHYHQW�WKH�VSUHDG�RI�&29,'����LV�ZHOO�

GHOLQHDWHG� DQG� SXEOLFL]HG�� ³>V@RFLDO� GLVWDQFLQJ� DQG� SURSHU� K\JLHQH� DUH� WKH� RQO\�

HIIHFWLYH�PHDQV�E\�ZKLFK�ZH�FDQ�VWRS�WKH�VSUHDG�RI�&29,'����´��7KDNNHU�Y��'ROO��

BB� )�� 6XSS�� �G� BB�� �����:/� �������� DW� 
�� �0�'�� 3D�� 0DU�� ���� ������� � <HW��

'HIHQGDQWV�KDYH�IDLOHG�WR�HQVXUH�WKDW�HLWKHU�LV�EHLQJ�GRQH�DW�WKH�-DLO���$V�QRWHG�DERYH��

WKH� &'&� KDV� SXVKHG� GHWHQWLRQ� IDFLOLWLHV� WR� LPSOHPHQW� VRFLDO� GLVWDQFLQJ� DQG�

³>S@URYLGH�D�QR�FRVW�VXSSO\�RI�VRDS�WR�LQFDUFHUDWHG�GHWDLQHG�SHUVRQV��VXIILFLHQW�WR�

DOORZ�IUHTXHQW�KDQG�ZDVKLQJ�´�DQG�DGYLVHG�WKDW�IDFLOLWLHV�PXVW��³>V@HYHUDO�WLPHV�D�

GD\��FOHDQ�DQG�GLVLQIHFW�VXUIDFHV�DQG�REMHFWV�WKDW�DUH�IUHTXHQWO\�WRXFKHG��HVSHFLDOO\�

LQ�FRPPRQ�DUHDV�´��&RPSO��������

'HVSLWH�WKHVH�FOHDU�GLUHFWLYHV��'HIHQGDQWV�KDYH�QRW�SURYLGHG�3ODLQWLIIV�ZLWK�

SURWHFWLYH�PHDVXUHV²WKH�VSDFH��VRDS��VDQLWL]HU��DQG�FOHDQLQJ�VXSSOLHV²QHFHVVDU\�

WR�DOORZ�VWDII�DQG�GHWDLQHHV�WR�UHPDLQ�VDIH���1RU�KDYH�'HIHQGDQWV�SURYLGHG�WLPHO\�

DQG�DGHTXDWH�PHGLFDO�FDUH�WR�LGHQWLI\��PHGLFDOO\�LVRODWH��QRW�SXQLWLYHO\�GHWDLQ���DQG�

WUHDW�LQIHFWHG�SHRSOH�� �$V�D�UHVXOW��3ODLQWLIIV�KDYH�D�VXEVWDQWLDO�ULVN�RI�FRQWUDFWLQJ�

&29,'�����DQG�PHGLFDOO\�YXOQHUDEOH�GHWDLQHHV�IDFH�D�YHU\�UHDOLVWLF�WKUHDW�RI�GHDWK�

DQG�RU�SHUPDQHQW�RUJDQ�GDPDJH���/DXULQJ�'HFO��������������'HIHQGDQWV¶�IDLOXUH�WR�

DFW�FRQVWLWXWHV�GHOLEHUDWH�LQGLIIHUHQFH���
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(YHQ�PRUH� LPSRUWDQWO\��KRZHYHU�� WKH�RYHUZKHOPLQJ�PHGLFDO�DQG�VFLHQWLILF�

FRQVHQVXV�LV�WKDW�VRFLDO�GLVWDQFLQJ�RI�DW�OHDVW�VL[�IHHW�LV�UHTXLUHG�WR�UHDVRQDEO\�UHGXFH�

WKH�ULVN�RI�WUDQVPLVVLRQ�RI�WKH�QRYHO�FRURQDYLUXV���7KH�&'&����WKH�$PHULFDQ�0HGLFDO�

$VVRFLDWLRQ����WKH�$PHULFDQ�5HG�&URVV����DQG�WKH�0LFKLJDQ�'HSDUWPHQW�RI�+HDOWK�

DQG� +XPDQ� 6HUYLFHV��� KDYH� DOO� FRQFOXGHG� WKDW� VRFLDO� GLVWDQFLQJ� LV� HVVHQWLDO� WR�

SUHYHQWLQJ� WUDQVPLVVLRQ�RI� WKH�GHDGO\� LQIHFWLRQ�� �7KH�&'&�LWVHOI�GHVFULEHV�VRFLDO�

GLVWDQFLQJ�DV�³D�FRUQHUVWRQH�RI�UHGXFLQJ�WUDQVPLVVLRQ�RI�UHVSLUDWRU\�GLVHDVHV�VXFK�DV�

&29,'����´� DV� ³>W@KH� EHVW�ZD\� WR�SUHYHQW� LOOQHVV�´� DQG� DV� ³H[WUD� LPSRUWDQW´� IRU�

YXOQHUDEOH� LQGLYLGXDOV���� �'HIHQGDQW�1DSROHRQ�FRQFHGHV�WKLV�SRLQW��³,I�\RX�UHDOO\�

ORYH� >\RXU� IDPLO\�DQG� WKH�SHRSOH�DURXQG�\RX@��\RX�ZLOO�DGKHUH� WR� WKH�JRYHUQRU¶V�

�
��� 6RFLDO� 'LVWDQFLQJ�� 4XDUDQWLQH�� DQG� ,VRODWLRQ�� &'&�JRY� �$SU�� ��� �������
KWWSV���ZZZ�FGF�JRY�FRURQDYLUXV������QFRY�SUHYHQW�JHWWLQJ�VLFN�VRFLDO�GLVWDQFLQJ�KWPO��+RZ�WR�
3URWHFW�<RXUVHOI�	�2WKHUV��&'&�JRY��$SU�������������H[SODLQLQJ�WKH�SDUDPRXQW�LPSRUWDQFH�RI�
VRFLDO�GLVWDQFLQJ��HYHQ�LI�RQH�LV�DOUHDG\�WDNLQJ�RWKHU�SUHFDXWLRQV�VXFK�DV�D�PDVN���
���$0$��$+$��$1$���6WD\+RPH� WR� FRQIURQW�&29,'�����$P��0HGLFDO�$VV¶Q� �0DU�������������
KWWSV���ZZZ�DPD�DVVQ�RUJ�SUHVV�FHQWHU�SUHVV�UHOHDVHV�DPD�DKD�DQD�VWD\KRPH�FRQIURQW�FRYLG�����
��� &RURQDYLUXV� ±� :KDW� 6RFLDO� 'LVWDQFLQJ� 0HDQV�� $P�� 5HG� &URVV� �$SU�� ���� �������
KWWSV���ZZZ�UHGFURVV�RUJ�DERXW�XV�QHZV�DQG�HYHQWV�QHZV������FRURQDYLUXV�ZKDW�VRFLDO�
GLVWDQFLQJ�PHDQV�KWPO��
���0'++6�LVVXHV�(PHUJHQF\�2UGHU�UHTXLULQJ�FRPSOLDQFH�ZLWK�([HFXWLYH�2UGHUV�XQGHU�SHQDOW\�
RI�FLYLO�ILQHV�XS�WR��������DQG�UHIHUUDO�WR�OLFHQVLQJ�DJHQFLHV�IRU�HQIRUFHPHQW��0LFK��'HS¶W�RI�+HDOWK�
	� +XPDQ� 6HUYV�� �$SU�� ��� ������� KWWSV���ZZZ�PLFKLJDQ�JRY�FRURQDYLUXV��������������������
������������KWPO��
���,QWHULP�*XLGDQFH�RQ�0DQDJHPHQW�RI�&RURQDYLUXV�'LVHDVH�������&29,'�����LQ�&RUUHFWLRQDO�
DQG� 'HWHQWLRQ� )DFLOLWLHV�� &'&�JRY� �0DU�� ���� ������� KWWSV���ZZZ�FGF�JRY�FRURQDYLUXV������
QFRY�GRZQORDGV�JXLGDQFH�FRUUHFWLRQDO�GHWHQWLRQ�SGI��
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GLUHFWLYH´�WR�VWD\�DQG�KRPH�DQG�SUDFWLFH�VRFLDO�GLVWDQFLQJ�����

1HYHUWKHOHVV��LQ�WKH�IDFH�RI�WKLV�DZDUHQHVV��'HIHQGDQWV� FRQWLQXH�WR�FRQILQH�

3ODLQWLIIV�LQ�DUHDV�RI�WKH�-DLO�ZKHUH�VRFLDO�GLVWDQFLQJ�FDQQRW�EH�SUDFWLFHG���7KLV�LV�

PRVW�HYLGHQW�LQ�'LYLVLRQ�,,���7KH�SUR[LPLW\�RI�WKH�FHOOV�WR�RQH�DQRWKHU��WKH�ODFN�RI�

VROLG�GRRUV�DQG�SRRU�YHQWLODWLRQ��DQG�WKH�QDUURZQHVV�RI�KDOOZD\V�DQG�FRPPRQ�DUHDV�

PDNH�LW�LPSRVVLEOH�WR�SUDFWLFH�VRFLDO�GLVWDQFLQJ�LQ�'LYLVLRQ�,,���5RWWQHN�5HSRUW�DW������

)XUWKHU��WKH�³SHUYDVLYH�GLVUHSDLU��LUUHJXODU�VXUIDFHV��UXVW��SDLQW�SHHOLQJ�DQG�FKLSSLQJ��

PLOGHZ��DQG�PROG´�PDNHV�'LYLVLRQ�,,�LPSRVVLEOH�WR�DGHTXDWHO\�FOHDQ��UHQGHULQJ�LW�

LQKDELWDEOH�GXULQJ�WKH�SDQGHPLF���6HH�LG��DW�������

$OWKRXJK�FRXUWV�JLYH�VRPH�ODWLWXGH�WR�MDLO�DQG�SULVRQ�RIILFLDOV�WR�GHFLGH�ZKDW�

DFWLRQV�DUH�³UHDVRQDEOH´�WR�GHDO�ZLWK�VDIHW\�ZLWKLQ�IDFLOLWLHV��&29,'����LV�D�WKUHDW�

WR� GHWDLQHHV¶� KHDOWK� DQG� VDIHW\�RI� D�PDJQLWXGH�XQVHHQ� LQ� UHFHQW� KLVWRU\�� �$W� WKLV�

PRPHQW��LQ�WKH�DEVHQFH�RI�D�YDFFLQH��WKHUH�LV�RQO\�RQH�ZD\�WR�PLQLPL]H�WKH�ULVN�RI�

&29,'����� SUHYHQW� LWV� VSUHDG� E\� VRFLDO� GLVWDQFLQJ���� � %\� IDLOLQJ� WR� WDNH� WKH�

QHFHVVDU\�VWHSV�WR�GR�VR�LQ�WKH�-DLO��'HIHQGDQWV�DUH�NQRZLQJO\�H[SRVLQJ�3ODLQWLIIV��

JXDUGV�DQG�VWDII��DQG�WKH�SXEOLF�DW�ODUJH�WR�WKH�VHULRXV�ULVN�RI�D�SDLQIXO�DQG�OHWKDO�

�
���0DUORZH�$OWHU��+LJKODQG�3DUN�3ROLFH�&KLHI�+LOWRQ�1DSROHRQ�KRVSLWDOL]HG� IRU� ��ZHHNV�ZLWK�
FRURQDYLUXV�� 'HWURLW� )UHH� 3UHVV� �0DU�� ��� �������
KWWSV���ZZZ�IUHHS�FRP�VWRU\�QHZV�ORFDO�PLFKLJDQ�ZD\QH������������KLOWRQ�QDSROHRQ�
FRURQDYLUXV�PLFKLJDQ���������������
���&RPSO�������/DXULQJ�'HFO��������'U��)UDQFLV�&ROOLQV��7R�%HDW�&29,'�����6RFLDO�'LVWDQFLQJ�LV�D�
0XVW��1,+�'LUHFWRU¶V�%ORJ� �0DUFK� ���� ������� KWWSV���GLUHFWRUVEORJ�QLK�JRY������������WR�EHDW�
FRYLG����VRFLDO�GLVWDQFLQJ�LV�D�PXVW���
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GLVHDVH�� �'HIHQGDQWV¶�RQJRLQJ�FRQILQHPHQW�RI�3ODLQWLIIV� LQ�FRQGLWLRQV�ZKHUH�WKH\�

FDQQRW� DGHTXDWHO\� SUDFWLFH� VRFLDO� GLVWDQFLQJ� FRQVWLWXWHV� IXUWKHU� GHOLEHUDWLYH�

LQGLIIHUHQFH� WR� WKH� ULVNV� FDXVHG� E\� WKLV� YLUXV�� 7KH� ULVN� LV� XQDFFHSWDEOH� DQG�

XQFRQVWLWXWLRQDO���6HH�)DUPHU������8�6��DW������³)DLOLQJ�WR�WDNH�UHDVRQDEOH�PHDVXUHV�

WR�DEDWH�>ULVN@´�GHPRQVWUDWHV�GLVUHJDUG�RI�VXFK�ULVN����

2IILFLDOV¶�LQGLIIHUHQFH�WR�WKH�VLJQLILFDQW�ULVN�RI�SHUPDQHQW�GDPDJH�DQG�GHDWK�

WR�PHGLFDOO\�YXOQHUDEOH�GHWDLQHHV�LV�HYHQ�PRUH�XQDFFHSWDEOH���,W�LV�ZHOO�GRFXPHQWHG�

WKDW�WKHVH�LQGLYLGXDOV�IDFH�D�ULVN�RI�GHDWK�RU�SHUPDQHQW�RUJDQ�GDPDJH�IDU�LQ�H[FHVV�

RI�WKH�UHVW�RI�WKH�SRSXODWLRQ���6WHUQ�'HFO��������/DXULQJ�'HFO��������������7KLV�ULVN�LV�

HYLGHQW�LQ�WKH�&29,'����GHDWK�WROO�WR�GDWH²IRU�LQVWDQFH��LQ�1HZ�<RUN�VWDWH��DOPRVW�

����RI�UHSRUWHG�&29,'����GHDWKV�LQYROYHG�DW�OHDVW�RQH�FRPRUELGLW\��DFFRUGLQJ�WR�

WKH� VWDWH¶V� GHSDUWPHQW� RI� KHDOWK���� � 'HIHQGDQWV¶� UHIXVDO� RU� LQDELOLW\� WR� SURYLGH�

FLUFXPVWDQFHV�WKDW�ZRXOG�OLPLW�WKH�H[SRVXUH�RI�PHGLFDOO\�YXOQHUDEOH�GHWDLQHHV�WR�WKH�

YLUXV� LV� XQFRQVFLRQDEOH� DQG� FRQVWLWXWHV� GHOLEHUDWH� LQGLIIHUHQFH�� � 3ODLQWLIIV� KDYH�

VKRZQ�WKDW�WKH\�DUH�OLNHO\�WR�VXFFHHG�RQ�WKH�PHULWV�RI�WKHLU�FODLPV��

,,�� 3ODLQWLIIV�ZLOO�VXIIHU�LUUHSDUDEOH�KDUP��

3ODLQWLIIV�DOOHJH�LQMXULHV�WKDW�DUH�LUUHSDUDEOH�DQG��WKHUHIRUH��DUH�QRW�VXLWDEOH�IRU�

UHVROXWLRQ� LQ� WKH� RUGLQDU\� FRXUVH� RI� OLWLJDWLRQ�� � 7KHUH� LV� QR� LQMXU\� WKDW� LV� PRUH�

�
���1<6'2+�&29,'����7UDFNHU��1�<��6WDWH�'HS¶W�RI�+HDOWK��KWWSV���FRYLG��WUDFNHU�KHDOWK�Q\�JRY��
�ODVW�YLVLWHG�0D\������������
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LUUHSDUDEOH�WKDQ�GHDWK��DQG�3ODLQWLIIV�IDFH�D�KHLJKWHQHG�ULVN�RI�FRQWUDFWLQJ�D�GHDGO\�

YLUXV� GXH� WR� 'HIHQGDQWV¶� DFWLRQV�� � 1RU� FDQ� WKHVH� LQMXULHV� EH� UHGUHVVHG� WKURXJK�

PRQHWDU\� GDPDJHV�� � 7KLV� ULVN� LV� QRW� VSHFXODWLYH�� LQ� RQH� /RXLVLDQD� SULVRQ� ZKHUH�

&29,'����ZDV�EHHQ�DOORZHG�WR�VSUHDG��ILYH�SHRSOH�GLHG�LQ�OHVV�WKDQ�D�ZHHN������

$FFRUGLQJ�WR�'U��/DXULQJ��D�YLURORJLVW��VSHFLDOLVW�LQ�LQIHFWLRXV�GLVHDVHV��DQG�

DQ�$VVRFLDWH�3URIHVVRU�DW�WKH�8QLYHUVLW\�RI�0LFKLJDQ��DEVHQW�LPPHGLDWH�LQWHUYHQWLRQ�

IURP�WKLV�&RXUW��SHRSOH�ZLOO�GLH�EHFDXVH�RI�'HIHQGDQWV¶�GHOLEHUDWH�LQGLIIHUHQFH��

>,@W�LV�P\�SURIHVVLRQDO�MXGJPHQW�WKDW�LQGLYLGXDOV�SODFHG�LQ�DQ\�GLYLVLRQ�
RI�WKH�-DLO�DUH�DW�D�VLJQLILFDQWO\�KLJKHU�ULVN�RI�LQIHFWLRQ�ZLWK�&29,'����
DV� FRPSDUHG� WR� WKH� SRSXODWLRQ� LQ� WKH� FRPPXQLW\�� JLYHQ� WKH� KRXVLQJ�
FRQGLWLRQV�LQ�WKH�IDFLOLW\��DQG�WKDW�WKH\�DUH�DW�D�VLJQLILFDQWO\�KLJKHU�ULVN�
RI�KDUP�LI�WKH\�GR�EHFRPH�LQIHFWHG���7KHVH�KDUPV�LQFOXGH�VHULRXV�LOOQHVV�
�SQHXPRQLD�DQG�VHSVLV��DQG�HYHQ�GHDWK��
�
:LWKRXW�D�YDFFLQH�� UHGXFLQJ� WKH�-DLO¶V�SRSXODWLRQ� WR� WKH�SRLQW�ZKHUH�
VRFLDO�GLVWDQFLQJ�FDQ�DOZD\V�EH�DFKLHYHG�LV�WKH�RQO\�ZD\�WR�SURWHFW�WKH�
KHDOWK� DQG� VDIHW\�RI�SHRSOH�GHWDLQHG� LQ� WKH� IDFLOLW\� DQG� WKH�SXEOLF� DW�
ODUJH��
�
)RU�WKH�PHGLFDOO\�YXOQHUDEOH�������LPPHGLDWH�UHOHDVH�LV�WKH�RQO\�RSWLRQ���
7KH� GHWDLQHHV¶� LQDELOLW\� WR� SUDFWLFH� SK\VLFDO� GLVWDQFLQJ� DW� DOO� WLPHV��
FRXSOHG� ZLWK� WKH� -DLO¶V� IDLOXUH� WR� SURSHUO\� VFUHHQ�� LGHQWLI\�� DQG�
TXDUDQWLQH� LQIHFWLRQ�� DQG� WKHLU� ZLGHVSUHDG� QHJOHFW� RI�PHGLFDO� QHHGV�
FUHDWHV�D�PHDQLQJIXOO\�KLJKHU�ULVN�RI�GHDWK�IRU�WKHVH�LQGLYLGXDOV��

/DXULQJ�'HFO�����������

�
���$&/8�6XHV�/RXLVLDQD�3ULVRQ�$IWHU���&29,'����'HDWKV�5HSRUWHG��'HPRFUDF\�1RZ��$SU�����
�������
KWWSV���ZZZ�GHPRFUDF\QRZ�RUJ����������KHDGOLQHV�DFOXBVXHVBORXLVLDQDBSULVRQBDIWHUB�BFRYLGB
��BGHDWKVBUHSRUWHG��
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0RUHRYHU��3ODLQWLIIV�VHHN�UHOLHI�IURP�YLRODWLRQV�RI�WKHLU�FRQVWLWXWLRQDO�ULJKWV���

:KHQ� UHYLHZLQJ� D� PRWLRQ� IRU� D� SUHOLPLQDU\� LQMXQFWLRQ�� LI� LW� LV� IRXQG� WKDW� D�

FRQVWLWXWLRQDO�ULJKW�LV�EHLQJ�WKUHDWHQHG�RU�LPSDLUHG��D�ILQGLQJ�RI�LUUHSDUDEOH�LQMXU\�LV�

PDQGDWHG���6HH�*DUQHU�Y��0LFKLJDQ�6WDWH�8QLYHUVLW\������1�:��G�����������0LFK��

$SS���������FLWLQJ�&KLFDJR�7HDFKHUV�8QLRQ�Y��+XGVRQ������8�6���������������VHH�

DOVR�$&/8�RI�.\��Y��0F&UHDU\�&W\���.\�������)��G������������WK�&LU���������TXRWLQJ�

(OURG�Y��%XUQV������8�6���������������������$Q�LQMXQFWLRQ�LV�DSSURSULDWH�WR�SUHYHQW�

D� VXEVWDQWLDO� ULVN� RI� GHSULYDWLRQ� RI� FRQVWLWXWLRQDO� ULJKWV�� DV� ZHOO� DV� GHDWK� RU�

SHUPDQHQW��GHELOLWDWLQJ�LQMXU\���%HLQJ�FRPSHOOHG�WR�HQGXUH�D�VXEVWDQWLDOO\�LQFUHDVHG�

ULVN�RI�VHULRXV�LOOQHVV�DQG�GHDWK�ZLOO�DOZD\V�FRQVWLWXWH�LUUHSDUDEOH�LQMXU\���6HH��H�J���

+HOOLQJ������8�6��DW�����³,W�ZRXOG�EH�RGG�WR�GHQ\�DQ�LQMXQFWLRQ�WR�GHWDLQHHV�ZKR�

SODLQO\�SURYHG�DQ�XQVDIH��OLIH�WKUHDWHQLQJ�FRQGLWLRQ�LQ�WKHLU�SULVRQ�RQ�WKH�JURXQG�WKDW�

QRWKLQJ�\HW�KDG�KDSSHQHG�WR�WKHP�´���

7KH� ULVN� RI� SHUPDQHQW� KDUP� WR� 3ODLQWLIIV� DSSOLHV�ZLWK� JUHDWHU� IRUFH� WR� WKH�

PHGLFDOO\�YXOQHUDEOH�GHWDLQHHV��IRU�ZKRP�FRQWLQXHG�GHWHQWLRQ�LV�HYHQ�PRUH�OLNHO\�

WR�FDXVH�LQMXU\�DQG�GHDWK���6HH�:LOVRQ�Y��*RUGRQ������)��G������������WK�&LU��������

�XSKROGLQJ� SUHOLPLQDU\� LQMXQFWLRQ� ³ZKHUH� WKH� DOOHJHG� LUUHSDUDEOH� KDUP� LQYROYHV�

GHOD\�LQ�RU�LQDELOLW\�WR�REWDLQ�PHGLFDO�VHUYLFHV´����:LWK����DFWLYH�FDVHV�RI�&29,'�

���DPRQJ�GHWDLQHHV� LQ� WKH� -DLO� �DV�ZHOO� DV� ����GHWDLQHHV�ZKR� WHVWHG�SRVLWLYH� IRU�

2&9,'����DQWLERGLHV��DQG�����FRQILUPHG�FDVHV�DPRQJ�6KHULII¶V�2IILFH�HPSOR\HHV��
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WKH� ULVN� RI� GHDWK� DQG� SK\VLFDO� GHYDVWDWLRQ� WR� VXEFODVV� PHPEHUV� LV� DQ� DEVROXWH�

FHUWDLQW\�WKDW�FDQQRW�EH�LJQRUHG���&RXUWV�DFURVV�WKH�FRXQWU\�KDYH�UHFRJQL]HG�WKDW�ULVN�

RI�H[SRVXUH�WR�&29,'����FRQVWLWXWHV�DQ�LUUHSDUDEOH�KDUP��LQ�WXUQ��WKH\�KDYH�JUDQWHG�

LPPHGLDWH�UHOHDVH�WR�SHRSOH�H[SRVHG�WR�&29,'����DQG�KDYH�RWKHUZLVH�UHTXLUHG�MDLOV�

DQG� SULVRQV� WR� WDNH� LPPHGLDWH� PHDVXUHV� WR� UHGXFH� WKH� ULVN� RI� H[SRVXUH���� � 7KLV�

JURXQGVZHOO� UHIOHFWV�DQ�HPHUJLQJ� MXGLFLDO�FRQVHQVXV� WKDW�SHRSOH�FDQQRW�EH�VDIHO\�

GHWDLQHG�ZKHQ�WKH\�DUH�H[SRVHG�WR�D�VHULRXV�ULVN�RI�FRQWUDFWLQJ�&29,'�����

&29,'���� LV� DOUHDG\� LQ� WKH� -DLO�� � (YHU\� SRVVLEOH� VWHS� PXVW� EH� WDNHQ� WR�

DPHOLRUDWH�WKH�ULVN�WR�WKRVH�GHWDLQHG���3ODLQWLIIV�KDYH�VKRZQ�LUUHSDUDEOH�KDUP��

,,,�� 7KH�SXEOLF�LQWHUHVW�DQG�EDODQFH�RI�HTXLWLHV�ZHLJK�KHDYLO\�LQ�3ODLQWLIIV¶�
IDYRU��

7KH�VXEVWDQWLDO�ULVN�WR�3ODLQWLIIV�RI�FRQWUDFWLQJ�D�GHDGO\�GLVHDVH�FRQVLGHUDEO\�

RXWZHLJKV�DQ\�SRWHQWLDO�KDUP�WR�'HIHQGDQWV���$V�GLVFXVVHG�DERYH��3ODLQWLIIV�ZLOO�

VXIIHU�VLJQLILFDQW�KDUP�LI�IRUFHG�WR�HQGXUH�WKH�FXUUHQW�FRQGLWLRQV�LQ�WKH�-DLO����

7KH�RQO\�SRWHQWLDO�KDUP�'HIHQGDQWV�IDFH�LI�RUGHUHG�WR�EULQJ�WKHLU�-DLO�LQWR�

�
���7KH�IHGHUDO�GLVWULFW�FRXUW�IRU�WKH�(DVWHUQ�'LVWULFW�RI�0LFKLJDQ�UHFHQWO\�RUGHUHG�2DNODQG�&RXQW\�
MDLO�RIILFLDOV�WR�VXEPLW�D�OLVW�RI�GHWDLQHHV�IRU�UHOHDVH�FRQVLGHUDWLRQ���6HH�&DPHURQ�Y��%RXFKDUG��1R��
���FY�������������:/����������(�'��0LFK��0D\�������������6HH�DOVR�=KDQJ�Y��%DUU��1R��('�&9�
���������$%�������:/����������DW�
���&�'��&DO��0DU�������������JUDQWLQJ�DQ�LPPHGLDWH�ERQG�
KHDULQJ�LQ�OLJKW�RI�WKH�³JOREDO�SDQGHPLF�E\�ZKLFK�GHOD\�LQ�GHWHUPLQLQJ�3HWLWLRQHU¶V�UHOHDVH�H[SRVHV�
KLP�WR�XQQHFHVVDU\�ULVN´���8QLWHG�6WDWHV�Y��*DUORFN��1R�����&U�������������:/����������DW�
��
�1�'��&DO��0DU�������������RUGHULQJ��VXD�VSRQWH��H[WHQVLRQ�RI�FRQYLFWHG�GHIHQGDQW¶V�VXUUHQGHU�GDWH�
DQG�QRWLQJ�³>E@\�QRZ�LW�DOPRVW�JRHV�ZLWKRXW�VD\LQJ�WKDW�ZH�VKRXOG�QRW�EH�DGGLQJ�WR�WKH�SULVRQ�
SRSXODWLRQ�GXULQJ�WKH�&29,'����SDQGHPLF�LI�LW�FDQ�EH�DYRLGHG´���&DVWLOOR�Y��%DUU��BB�)��6XSS���G�
BB��&9����������7-+��$)0[��������:/����������DW�
���&�'��&DO��0DU�������������QRWLQJ�³WKH�
ULVN�RI�LQIHFWLRQ�LQ�LPPLJUDWLRQ�GHWHQWLRQ�IDFLOLWLHV�±�DQG�MDLOV�±�LV�SDUWLFXODUO\�KLJK´�����
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FRPSOLDQFH� ZLWK� &'&� JXLGHOLQHV� LV� HFRQRPLF�� -DLO� VWDII� PD\� KDYH� WR� H[SHQG�

DGGLWLRQDO�WLPH��DQG�WKH�&RXQW\�PD\�KDYH�WR�H[SHQG�DGGLWLRQDO�PRQH\��WR�SURYLGH�

WKH�VRFLDO�GLVWDQFH�� LQIRUPDWLRQ��K\JLHQH�SURGXFWV��FOHDQLQJ�DJHQWV��DQG�PHGLFDO�

WUHDWPHQW�QHFHVVDU\�WR�NLOO�DQG�RU�WUHDW�WKH�YLUXV���%XW�WKH�SRVVLELOLW\�WKDW�'HIHQGDQWV�

ZLOO� KDYH� WR� VSHQG�PRQH\� WR� UHGXFH� WKH� VXEVWDQWLDO� ULVN� WKDW� 3ODLQWLIIV� ZLOO� EH�

H[SRVHG�WR�D�GHDGO\�GLVHDVH�GRHV�QRW�WLS�WKH�EDODQFH�LQ�WKHLU�IDYRU�EHFDXVH�³LW�LV�

DOZD\V� LQ� WKH� SXEOLF� LQWHUHVW� WR� SUHYHQW� WKH� YLRODWLRQ� RI� D� SDUW\¶V� FRQVWLWXWLRQDO�

ULJKWV�´��*�	�9�/RXQJH��,QF��Y��0LFK��/LTXRU�&RQWURO�&RPP¶Q�����)��G������������

��WK�&LU���������VHH�DOVR�'RGGV�Y��8�6��'HS¶W�RI�(GXF�������)��G������������WK�&LU��

�������SURWHFWLRQ�RI�FRQVWLWXWLRQDO�ULJKWV�LV�³DOZD\V�LQ�WKH�SXEOLF�LQWHUHVW´�����

,PPHGLDWHO\� LPSOHPHQWLQJ� WKH� UHTXHVWHG� K\JLHQH�� VRFLDO� GLVWDQFLQJ��

VFUHHQLQJ��DQG�WHVWLQJ�PHDVXUHV�IRU�WKH�ZKROH�&ODVV�LV�WKH�RQO\�ZD\�WR�UHGXFH�WKH�

LPPLQHQW� DQG� JUDYH� ULVN� RI� VHULRXV� LOOQHVV� RU� GHDWK�� � 7KHVH�PHDVXUHV�ZLOO� DOVR�

SURPRWH�'HIHQGDQWV¶�LQWHUHVWV�LQ�HQVXULQJ�WKH�VDIHW\�RI�WKH�VWDII�DW�WKH�-DLO�DQG�WKH�

FRPPXQLW\�DW�ODUJH���$FFRUGLQJO\��WKH�SXEOLF�LQWHUHVW�ZRXOG�EH�VHUYHG�E\�LVVXLQJ�D�

SUHOLPLQDU\� LQMXQFWLRQ� WKDW� UHTXLUHV� 'HIHQGDQWV� WR� LPSOHPHQW� FRQVWLWXWLRQDOO\�

DGHTXDWH�PHDVXUHV�WR�SUHYHQW�WKH�VSUHDG�RI�&29,'����LQ�WKH�-DLO��

7KH�EDODQFH�RI�HTXLWLHV�DQG�WKH�SXEOLF�LQWHUHVW�DOVR�IDYRU�UHGXFWLRQ�RI�WKH�MDLO�

SRSXODWLRQ�WR�D�OHYHO�ZKHUH�VRFLDOO\�GLVWDQFLQJ�LV�SUDFWLFDEOH��5HGXFWLRQ�RI�WKH�MDLO�

SRSXODWLRQ�ZLOO�VDYH�WKH�-DLO�PRQH\�DQG�UHGXFH�WKH�GHPDQGV�RQ�-DLO�VWDII��LQFOXGLQJ�
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JXDUGV�DQG�QXUVHV���)XUWKHU��UHGXFLQJ�WKH�MDLO�SRSXODWLRQ�LV�WKH�RQO\�ZD\�WR�HOLPLQDWH�

WKH� XQDFFHSWDEOH� ULVN� RI� GHDWK� RU� VHULRXV� ERGLO\� KDUP� WKDW� ZRXOG� RFFXU� LI� DQ\�

PHGLFDOO\�YXOQHUDEOH�GHWDLQHH�FRQWUDFWHG�WKH�YLUXV��DQG�WKH�FRQFRPLWDQW�GHPDQG�

RQ�SXEOLF�KHDOWK�UHVRXUFHV�WKDW�ZLOO�UHVXOW�ZKHQ�WKH\�EHFRPH�LQIHFWHG�LQ�MDLO����

$�ZRUVHQHG�RXWEUHDN� DW� WKH� -DLO� KDV� WKH�SRWHQWLDO� WR� FUHDWH� D� ³WLQGHUER[´�

VFHQDULR� WKDW� GUDLQV� WKH�'HWURLW�PHWURSROLWDQ� DUHD� RI� OLPLWHG�PHGLFDO� UHVRXUFHV��

LQFOXGLQJ�LQWHQVLYH�FDUH�XQLW�EHGV�DQG�YHQWLODWRUV�����,Q�0LFKLJDQ��WKH�&29,'����

RXWEUHDN�KDV�DOUHDG\�UHVXOWHG�LQ�XQSUHFHGHQWHG�SXEOLF�KHDOWK�GHPDQGV�WKDW�KDYH�

VWUDLQHG�WKH�ORFDO�KHDOWK�FDUH�V\VWHP������

&29,'����LV��DW�WKLV�YHU\�PRPHQW��GHYDVWDWLQJ�0LFKLJDQ¶V�FDUFHUDO�V\VWHP���

$V�RI�0D\�����������DW�OHDVW����SHUVRQV�LQFDUFHUDWHG�LQ�0LFKLJDQ�SULVRQV�KDYH�GLHG�

IURP�&29,'�����WKH�VHFRQG�PRVW�RI�DQ\�VWDWH������5HOHDVLQJ�YXOQHUDEOH�LQGLYLGXDOV�

LV�WKH�RQO\�ZD\�WR�VDYH�OLYHV�DQG�UHGXFH�WKH�EXUGHQ�RQ�WKH�FRPPXQLW\�DQG�KHDOWK�

LQIUDVWUXFWXUH��DQG�LW�LV�FOHDUO\�LQ�WKH�SXEOLF�LQWHUHVW��

� �

�
��� 1HZ� 0RGHO� 6KRZV� &29,'���� 'HDWK� 7ROO� LV� �������� +LJKHU� 7KDQ� &XUUHQW� 3URMHFWLRQV��
$&/8�RUJ� �$SU�� ���� ������� KWWSV���ZZZ�DFOX�RUJ�SUHVV�UHOHDVHV�QHZ�PRGHO�VKRZV�FRYLG����
GHDWK�WROO��������KLJKHU�FXUUHQW�SURMHFWLRQV���
���6HH�3DXO�3��0XUSK\��'HWURLW�KRVSLWDO�ZRUNHUV�VD\�SHRSOH�DUH�G\LQJ�LQ�WKH�(5�KDOOZD\V�EHIRUH�
KHOS� FDQ� DUULYH�� &11� �$SULO� ��� ������� KWWSV���ZZZ�FQQ�FRP������������XV�GHWURLW�KRVSLWDO�
ZRUNHUV�VLQDL�JUDFH�FRURQDYLUXV�LQGH[�KWPO��
��� $� 6WDWH�E\�6WDWH� /RRN� DW� &RURQDYLUXV� LQ� 3ULVRQV�� 7KH� 0DUVKDOO� 3URMHFW�� �0D\� ���� �������
KWWSV���ZZZ�WKHPDUVKDOOSURMHFW�RUJ������������D�VWDWH�E\�VWDWH�ORRN�DW�FRURQDYLUXV�LQ�SULVRQV��
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&21&/86,21�

� )RU� WKHVH�UHDVRQV��3ODLQWLIIV�DVN� WKLV�&RXUW� WR� LVVXH�D� WHPSRUDU\�UHVWUDLQLQJ�

RUGHU�DQG�SUHOLPLQDU\�LQMXQFWLRQ�RUGHULQJ�WKH�UHOLHI�UHTXHVWHG�LQ�WKHLU�PRWLRQ��

'$7('��0D\���������� � � � � 5HVSHFWIXOO\�VXEPLWWHG��

�

�V�'HERUDK�&KRO\� � � � �
'(%25$+�$11�&+2/<��3�������
0LFKLJDQ�/HJDO�6HUYLFHV��� � �
�����6HFRQG�$YH���6XLWH������%R[���� �
'HWURLW��0,������� � � � �
��������������� � �
� �

�V��:LOOLDP�*RRGPDQ� � � �
:,//,$0�+��*22'0$1��3��������
*RRGPDQ��+XUZLW]��	�-DPHV��3&� �
�����(��-HIIHUVRQ�$YH�� � � �
'HWURLW��0,������� � � � �
���������������
�

V�'HVLUHH�0��)HUJXVRQ�������� ����������
'HVLUHH�0��)HUJXVRQ��0,�%DU�1R��
3�������
(ULQ�.HLWK��3�������
'(752,7�-867,&(�&(17(5�
�����:DVKLQJWRQ�%OYG���6XLWH�����
'HWURLW��0,�������
7HO������������������
GIHUJXVRQ#GHWURLWMXVWLFH�RUJ�
HNHLWK#GHWURLWMXVWLFH�RUJ�

�V�$OOLVRQ�/��.ULJHU�����������������������������
$OOLVRQ�/��.ULJHU��3�������
/$5(1(�	�.5,*(5��3�/�&��
����*ULVZROG�6WUHHW��6XLWH������
'HWURLW��0LFKLJDQ�������
7HO�����������������
DOOLVRQ�NULJHU#JPDLO�FRP�
�
�
�

�
�V�0LULDP�5��1HPHWK���������������������������������������$WWRUQH\V�IRU�3ODLQWLIIV���������
0LULDP�5��1HPHWK��3�������
$'9$1&(0(17�352-(&7��
1$7,21$/�2)),&(�
�����/�6WUHHW�1:��6XLWH�����
:DVKLQJWRQ��'&�������
7HO�����������������
PQHPHWK#DGYDQFHPHQWSURMHFW�RUJ�
� �
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&(57,),&$7(�2)�6(59,&(�

� ,�FHUWLI\�WKDW�RQ�0D\�����������WKH�IRUHJRLQJ�GRFXPHQW�ZDV�ILOHG�ZLWK�WKH�
&OHUN�RI�&RXUW�DQG�DOO�SDUWLHV�XVLQJ�WKLV�&RXUW¶V�HOHFWURQLF�ILOLQJ�V\VWHP���
�
� � � � � � � �V��$OOLVRQ�/��.ULJHU�
�
� � � � � � �
�
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$33(1',;�*�
'HIHQGDQWV¶�5HVSRQVH�WR�3ODLQWLIIV¶�0RWLRQ�IRU�

D�7HPSRUDU\�5HVWUDLQLQJ�2UGHU�



ϭ�
�

67$7(�2)�0,&+,*$1�
,1�7+(�&,5&8,7�&2857�)25�7+(�&2817<�2)�:$<1(�

�
:$<1(�&2817<�-$,/�,10$7(6��HW�DO��
�

3ODLQWLIIV���
�
Y��
�
:,//,$0�/8&$6��HW�DO��
��
� 'HIHQGDQWV��
�

�
�
�
&DVH�1R������������&=�
�
+RQ��7LPRWK\�0��.HQQ\�
�

�
'()(1'$176¶�5(36216(�72�3/$,17,))6¶�027,21�

�)25�$�7(0325$5<�5(675$,1,1*�25'(5�
�

120(�&20(�'HIHQGDQWV�ZKR�KHUHE\�UHTXHVWV�WKH�&RXUW�GHQ\�3ODLQWLII¶V�0RWLRQ�IRU�

7HPSRUDU\�5HVWUDLQLQJ�RUGHU�IRU�WKH�UHDVRQV�VHW�IRUWK�LQ�WKH�EULHI��

,QWURGXFWLRQ��

� 2Q�0D\����������3ODLQWLIIV�ILOHG�WKH�LQVWDQW�0RWLRQ�IRU�7HPSRUDU\�5HVWUDLQLQJ�2UGHU�

DJDLQVW�'HIHQGDQWV���,Q�RUGHU�WR�JUDQW�D�752��WKH�&RXUW�PXVW�FRQVLGHU�����ZKHWKHU�WKH�PRYDQW�

KDV�D�VWURQJ�OLNHOLKRRG�RI�VXFFHVV�RQ�WKH�PHULWV������ZKHWKHU�WKH�PRYDQW�ZRXOG�VXIIHU�LUUHSDUDEOH�

LQMXU\�DEVHQW�D�VWD\������ZKHWKHU�JUDQWLQJ�WKH�VWD\�ZRXOG�FDXVH�VXEVWDQWLDO�KDUP�WR�RWKHUV��DQG�����

ZKHWKHU�WKH�SXEOLF�LQWHUHVW�ZRXOG�EH�VHUYHG�E\�JUDQWLQJ�WKH�VWD\��2KLR�5HSXEOLF�3DUW\�Y�%UXQQHU��

����)�G������������WK�&LU����������$�SDUW\�VHHNLQJ�LQMXQFWLYH�UHOLHI�PXVW�PHHW�DOO�IRXU�

UHTXLUHPHQWV��-RUGDQ�Y��)LVKHU������)��G������������WK�&LU���������TXRWLQJ�%OXHILHOG�:DWHU�

$VV¶Q�Y��&LW\�RI�6WDUNYLOOH������)��G������������WK�&LU����������

� :KLOH�LWV�FOHDU�&29,'����SUHVHQWV�D�ULVN�RI�KDUP��WKH�TXHVWLRQ�IRU�WKLV�&RXUW�LV�ZKHWKHU�

WKH�FRQVWLWXWLRQ�UHTXLUHV�WKH�'HIHQGDQWV�WR�GR�PRUH�WKDQ�ZKDW�WKH\�KDG�DOUHDG\�GRQH�WR�PLWLJDWH�
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�

WKH�ULVN�RI�KDUP�����3ODLQWLIIV�IDLO�WR�SUHVHQW�FRQYLQFLQJ�HYLGHQFH�WKDW�WKH�'HIHQGDQWV�UHVSRQVH�LV�

QRW�HQRXJK�DQG�WKDW�'HIHQGDQWV�VXEMHFWLYHO\�EHOLHYHG�WKHLU�DFWLRQV�ZHUH�LQDGHTXDWH����1RWKLQJ�

FRXOG�EH�IXUWKHU�IURP�WKH�WUXWK���:D\QH�&RXQW\�KDV�WDNHQ�VHYHUDO�VSHFLILF�VXFFHVVIXO�DFWLRQV�WR�

UHGXFH�WKH�VSUHDG�RI�&29,'�����

1R�VROXWLRQ�LV�SHUIHFW���7KH�ODZ�RQO\�UHTXLUHV�WKDW�WKH�6KHULII�DQG�DOO�LWV�SDUWQHUV�GR�D�

UHDVRQDEOH�MRE�LQ�WU\LQJ�WR�PDLQWDLQ�VHFXULW\�IRU�WKH�UHVLGHQWV�RI�WKH�FRXQW\�DQG�DSSURSULDWH�

FRQVWLWXWLRQDO�KHDOWK�FDUH�IRU�WKH�LQPDWHV���7KH�LVVXH�LV�QRW�ZKHWKHU�WKH�KHDOWK�FDUH�LV�SHUIHFW��7KH�

LVVXH�EHIRUH�WKLV�FRXUW�LV�ZKHWKHU�WKH�GHOLYHU\�RI�KHDOWK�FDUH��ZLWKLQ�WKH�MDLO��DQG�WKH�VHFXULW\�RI�

LQPDWHV�LV�VR�EDG�WKDW�LW�DPRXQWV�WR�D�YLRODWLRQ�RI�WKH��WK�$PHQGPHQW�DV�FUXHO�DQG�XQXVXDO�

SXQLVKPHQW���$V�DOZD\V��WKLV�&RXUW�PXVW�DSSO\�D�EDODQFLQJ�WHVW��WKH�FRQVWLWXWLRQDO�ULJKWV�RI�WKH�

LQPDWH¶V�YHUVXV�D�VHFXUH�VRFLHW\�DQG�WKH�XSKROGLQJ�RI�WKH�UXOH�ODZ��8QGHUO\LQJ�DOO�RI�WKLV�LV�WKH�

IDFW�WKDW�DQ�LQPDWH�ZDV�DGMXGLFDWHG�E\�D�FRXUW�DV�D�SUH�WULDO�GHWDLQHH�RU�FRQYLFWHG�DQG��D�GXO\�

HOHFWHG�MXGJH�VHW�EDLO�RU�DQ�DSSURSULDWH��VHQWHQFH��3ODLQWLIIV¶�FRXQVHO�LV�WU\LQJ�WR�DSSO\�D�RQH�

DQVZHU�ILWV�DOO�VROXWLRQ�DQG�WKHLU�VROXWLRQ�LV�UHOHDVH�DOO�LQPDWHV���7KHUH�LV�QR�HYLGHQFH�WKH�UHOHDVHG�

LQPDWH�LV�DQ\�VDIHU�RXWVLGH�WKH�MDLO�RU�WKDW�WKH�UHOHDVHG�LQPDWH�ZLOO�HQJDJH�LQ�VRFLDO�GLVWDQFLQJ�

DQG�ZHDU�D�PDVN���7KH�QDUUDWLYH�HVWDEOLVKHG�E\�3ODLQWLIIV�LV�QRW�D�SURSHU�EDODQFLQJ�RI�WKH�

FRPPXQLW\�LQWHUHVWV��WKH�UXOH�RI�ODZ�DQG�WKH�VDIHW\�RI�WKH�LQPDWH���7KHUH�LV�QR�HYLGHQFH�WKH�

&RXQW\�RU�LWV�SDUWQHUV�ZHUH�GHOLEHUDWHO\�LQGLIIHUHQW�WR�DQ\�RI�WKH�QHHGV�RI�WKH�LQPDWHV���7KHUH�LV�

QR�OLNHOLKRRG�WKDW�3ODLQWLII¶V�ZLOO�EH�VXFFHVVIXO��

�

������������������������������������������������������������
ϭ�6DQFKH]�Y��%URZQ��1R�������FY�������(�������8�6��'LVW��/(;,6��������1�'��7H[��0D\�����
������DW�
����
��,G��DW�
���
����UHIHUULQJ�WR�0DUORZH�Y��/H%ODQF��1R�����������������8�6��$SS��/(;,6��������
�����:/����������DW�
����WK�&LU��$SULO������������ D
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�� )RU�WKH�UHDVRQV�VHW�IRUWK�KHUHLQ��3ODLQWLIIV�DUH�XQDEOH�WR�VKRZ�D�OLNHOLKRRG�RI�VXFFHVV�RQ�

WKHLU�FRQVWLWXWLRQDO�FODLPV�DJDLQVW�'HIHQGDQWV��DV�WKHUH�LV�VLPSO\�QR�HYLGHQFH�WKDW�:D\QH�&RXQW\�

KDV�GHPRQVWUDWHG�DQ\�GHOLEHUDWH�LQGLIIHUHQFH�LQ�LWV�UHVSRQVH�WR�WKH�QRYHO�FRURQDYLUXV�SDQGHPLF����

,�� )DFWXDO�6WDWHPHQW�

6LQFH�WKH�FRURQDYLUXV�UHDFKHG�0LFKLJDQ�LQ�HDUO\�0DUFK�PXFK�KDV�FKDQJHG�DW�WKH�:D\QH�

&RXQW\�-DLO�DQG�WKH�VXUURXQGLQJ�UHJLRQ���$V�RI�-XQH����������WKH�SRSXODWLRQ�RI�WKH�:D\QH�&RXQW\�

-DLO�ZDV�UHGXFHG�E\�����DV�RQH�PHDVXUH�WR�FRPEDW�WKH�VSUHDG�RI�WKH�&29,'������7KH�LQPDWHV�

WKDW�UHPDLQ�LQFDUFHUDWHG�ZHUH�UHIXVHG�UHOHDVH�EDVHG�D�QXPEHU�RI�MXGLFLDO�IDFWRUV�WKDW�WKLV�&RXUW��

LQ�FROODERUDWLRQ�ZLWK�WKH�:D\QH�&RXQW\�3URVHFXWRU�DQG�,QPDWH�&RXQVHO�UHYLHZHG�DQG�DSSOLHG�����

7KH�QXPEHU�RI�KRVSLWDOL]DWLRQV�LQ�WKH�UHJLRQ�DUH�GRZQ����SHUFHQW�IURP�WKHLU�SHDN�LQ�HDUO\�$SULO�

DQG�FRQWLQXH�WR�IDOO���0DNHVKLIW�KRVSLWDOV�ZHUH�EXLOW�WR�DFFHSW�WKH�DQWLFLSDWHG�RQVODXJKW�RI�

SDWLHQWV��\HW�WKH�DUH�QRZ�FORVHG�DIWHU�RQO\�WUHDWLQJ����SDWLHQWV����8QIRUWXQDWHO\��PDQ\�RI�

3ODLQWLII¶V�FRPSODLQWV�DQG�GHFODUDWLRQV�DGGUHVV�LVVXHV�SUH�SDQGHPLF�DQG�SULRU�WR�WKH�GHFLVLRQV�

PDGH�E\�WKH�&RXQW\���0RVW�RI�WKH�LWHPV�DGGUHVVHG�DUH�PRRW����

6LQFH�HDUO\�0DUFK��XQGHU�WKH�DXVSLV�WKH�&RQVHQW�2UGHU�DV�RYHUVHHQ�E\�WKLV�&RXUW��:D\QH�

&RXQW\�RIILFLDOV�HQJDJHG�LQ�H[WHQVLYH�HIIRUWV�WR�UHGXFH�WKH�MDLO�SRSXODWLRQ�DQG�LPSOHPHQWHG�

PDQ\�PHDVXUHV�WR�PLWLJDWH�WKH�VSUHDG�RI�&29,'������3ODLQWLIIV��WKURXJK�WKHLU�FRXUW�DSSRLQWHG�

&RXQVHO��DWWHQGHG�QR�OHVV�WKDQ�IRXU�����PHHWLQJV�ZLWK�&RXQW\�RIILFLDOV�DQG�WKH�&RXUW�EHWZHHQ�

0DUFK����������DQG�$SULO����������WR�GLVFXVV�WKH�PHDVXUHV�WKDW�ZHUH�EHLQJ�WDNHQ�DQG�

LPSOHPHQWHG�E\�'HIHQGDQWV�WR�DGGUHVV�WKH�SDQGHPLF���$W�QR�WLPH�GLG�3ODLQWLIIV�UDLVH�DQ\�

FRQFHUQV�WKDW�ULVH�WR�WKH�OHYHO�IRU�ZKLFK�WKH\�SURFODLP�LQ�WKHLU�752�UHTXHVW���

,W�ZDVQ¶W�XQWLO�0D\����������WKDW�3ODLQWLIIV��VHHPLQJO\�XQDZDUH�WKDW�WKH\�ZHUH�DOUHDG\�

SDUW�RI�D�FODVV�VXEMHFW�WR�D�&RQVHQW�2UGHU�UHJDUGLQJ�FRQGLWLRQV�RI�FRQILQHPHQW���WKURXJK�QHZ�DQG�
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PRVWO\�RXW�RI�VWDWH�FRXQVHO��EURXJKW�D�SXUSRUWHG�FODVV�DFWLRQ�LQ�WKH�8QLWHG�6WDWHV�'LVWULFW�&RXUW�

VHHNLQJ�LQMXQFWLYH�UHOLHI�UHJDUGLQJ�WKH�:D\QH�&RXQW\�-DLO¶V�UHVSRQVH�WR�WKH�FRURQDYLUXV�

SDQGHPLF����3ODLQWLIIV�ILOHG�WKLV�0RWLRQ�RQ�0D\���WK�UHTXHVWLQJ�WKLV�&RXUW�WR�HQWHU�D�WHPSRUDU\�

UHVWUDLQLQJ�RUGHU�DJDLQVW�WKH�'HIHQGDQWV��UHTXLULQJ�WKH�'HIHQGDQWV�WR��LPPHGLDWHO\�XQGHUWDNH�

FHUWDLQ�PHDVXUHV�WR�LPSURYH�WKH�K\JLHQH�DQG�VDIHW\�DQG�UHGXFH�WKH�ULVN�RI�VHYHUH�LOOQHVV�DQG�

GHDWK�IURP�&29,'����DW�WKH�-DLO��UHGXFH�WKH�MDLO�GHWDLQHH�SRSXODWLRQ�WR�DQ�OHYHO�ZKHUH�GHWDLQHHV�

DQG�-DLO�VWDII�FDQ�SUDFWLFH�VRFLDO�GLVWDQFLQJ��LPPHGLDWHO\�VWRS�KRXVLQJ�LQPDWHV�DW�'LYLVLRQ�,,��DQG�

IRU�WKLV�&RXUW�WR�DSSRLQW�DQ�LQGHSHQGHQW�PRQLWRU�WR�HQVXUH�FRPSOLDQFH�ZLWK�DQ\�LQMXQFWLYH�RUGHU�

WKDW�WKLV�&RXUW�PDQ\�HQWHU�UHODWLQJ�WR�WKH�FRQGLWLRQV�RI�FRQILQHPHQW�DW�WKH�:D\QH�&RXQW\�-DLO�

GXULQJ�WKH�SHQGHQF\�RI�WKH�&29,'����SDQGHPLF����

3ODLQWLIIV��KRZHYHU��IDLO�WR�UHFRJQL]H�WKDW�SULRU�WR�WKLV�752�PRWLRQ��'HIHQGDQWV�DQG�FRXUW�

DSSRLQWHG�,QPDWH�&RXQVHO�ZHUH�WDNLQJ�DFWLRQ�XQGHU�WKH�VXSHUYLVLRQ�RI�WKLV�&RXUW�WR�DGGUHVV�WKH�

QRYHO�KHDOWK�FULVLV�FXUUHQWO\�IDFLQJ�WKH�ZRUOG�ZLWKRXW�WKH�LQWHUYHQWLRQ�RU�WKH�DGGLWLRQDO�EXUGHQ�RI�

D�752�3HWLWLRQ�DQG�WKH�HQVXLQJ�WULDO���7KH�FXUUHQW�SHWLWLRQ�LV�PRUH�DERXW�DWWRUQH\�IHHV�WKDQ�LW�LV�

WKH�KHDOWK�RI�WKH�LQPDWHV���

$IWHU�WKH�3ODLQWLIIV�ILOHG�WKHLU�DFWLRQ�LQ�5XVVHOO��GHVSLWH�WKH�PHDVXUHV�DOUHDG\�XQGHUWDNHQ��

WKH�SDUWLHV�QHJRWLDWHG�DQG�DJUHHG�WR�D�6WLSXODWHG�7HPSRUDU\�$PHQGPHQW�RI�WKH�H[LVWLQJ�&RQVHQW�

2UGHU�  (Exhibit 1), �ZKLFK�HQFRPSDVVHV�PDQ\�RI�WKH�PHDVXUHV�FXUUHQWO\�EHLQJ�UHTXHVWHG�E\�

3ODLQWLIIV���7KH�PHDVXUHV�DJUHHG�XSRQ�E\�WKH�SDUWLHV�WR�SUHYHQW�WKH�VSUHDG�RI�&29,'����DUH�DV�

IROORZV��

��� 3ODLQWLIIV�VHHN�DQ�LQVSHFWLRQ�RI�DOO�-DLO�IDFLOLWLHV�RQ�RU�EHIRUH�0D\����������E\�DQ�

LQVSHFWRU��WR�EH�VHOHFWHG�E\�-XGJH�.HQQ\�DW�QR�FRVW�WR�'HIHQGDQWV��%RWK�SDUWLHV�

PD\�VXEPLW�WZR�SURSRVHG�FDQGLGDWHV�IRU�VHOHFWLRQ�RI�WKH�LQVSHFWRU��,I�WKH�

������������������������������������������������������������
���5XVVHOO��HW��DO�Y�:D\QH�&RXQW\��HW��DO��&DVH�1R�������FY��������(�'��0LFK��0D\���������� D
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LQVSHFWRU�VHOHFWHG�LV�XSRQ�WKH�UHFRPPHQGDWLRQ�RI�'HIHQGDQWV�DQG�UHTXLUHV�WKH�

SD\PHQW�RI�D�IHH��'HIHQGDQWV�ZLOO�FRYHU�WKH�FRVW���7KH�LQVSHFWLRQ�ZLOO�EH�OLPLWHG�

WR�WKH�&29,'����SDQGHPLF�UHVSRQVH��DV�HQXPHUDWHG�LQ�WKH�FRQGLWLRQV�DJUHHG�

XSRQ�KHUHLQ���'HIHQGDQWV�ZLOO�QRW�REMHFW�WR�3ODLQWLIIV¶�UHTXHVW�IRU�DQ�LQVSHFWLRQ�RI�

WKH�-DLO�IDFLOLWLHV���7KLV�LQVSHFWLRQ�ZDV�FDUULHG�RXW�E\�'U��5RWWQHN�RQ�0D\����

������

��� (QVXUH�WKDW�HDFK�LQFDUFHUDWHG�SHUVRQ�UHFHLYHV��IUHH�RI�FKDUJH�DQG�XSRQ�UHTXHVW���D��

D�VXSSO\�RI�VRDS�DQG�KDQG�WRZHOV�VXIILFLHQW�WR�DOORZ�UHJXODU�KDQG�ZDVKLQJ�DQG�

GU\LQJ�HDFK�GD\��DQG��E��DQ�DGHTXDWH�VXSSO\�RI�GLVLQIHFWDQW�SURGXFWV��HIIHFWLYH�

DJDLQVW�WKH�&29,'����YLUXV��

��� 3URYLGH�DFFHVV�WR�VKRZHUV�RQ�D�GDLO\�EDVLV���

��� (QVXUH�WKDW��WR�WKH�IXOOHVW�H[WHQW�SRVVLEOH��DOO�-DLO�VWDII�ZHDU�SHUVRQDO�SURWHFWLYH�

HTXLSPHQW��LQFOXGLQJ�PDVNV�DQG�JORYHV��

��� (QVXUH�WKDW��WR�WKH�IXOOHVW�H[WHQW�SRVVLEOH��DOO�-DLO�VWDII�ZDVK�WKHLU�KDQGV�ZLWK�VRDS�

DQG�ZDWHU�RU�XVH�KDQG�VDQLWL]HU�FRQWDLQLQJ�DW�OHDVW�����DOFRKRO�ERWK�EHIRUH�DQG�

DIWHU�WRXFKLQJ�DQ\�SHUVRQ�RU�DQ\�VXUIDFH�LQ�FHOOV�RU�FRPPRQ�DUHDV��

��� &RQWLQXH�WR�LPSOHPHQW�SURWRFROV�WKURXJK�ZKLFK�PHGLFDO�DWWHQWLRQ�LV�SURYLGHG��RQ�

D�WLPHO\�EDVLV��WR�DQ\�LQFDUFHUDWHG�SHUVRQ�WKDW�UHSRUWV�D�QHHG�IRU�PHGLFDO�DWWHQWLRQ�

IRU�DQ\�&29,'����UHODWHG�V\PSWRPV�WR�DQ\�PHPEHU�RI�WKH�-DLO�VWDII�����

��� 3HU�SURWRFRO��FRQWLQXH�WR�PDNH�&29,'����WHVWLQJ�DYDLODEOH�WR�DOO�LQFDUFHUDWHG�

SHUVRQV�HLWKHU��D��GLVSOD\LQJ�NQRZQ�V\PSWRPV�RI�&29,'����RU��E��ZKR�KDYH�

EHHQ�LQ�NQRZQ�SUR[LPLW\�RI�RWKHU�SHUVRQV��ZLWKLQ�WKH�ODVW����GD\V��ZKR�KDYH�

WHVWHG�SRVLWLYH�IRU�&29,'������

������������������������������������������������������������
�� 'LVLQIHFWDQW� SURGXFWV�PXVW�PHHW� (3$¶V� FULWHULD� IRU� XVH� DJDLQVW� 6$56�&R9���� WKH� YLUXV� WKDW�
FDXVHV� &29,'����� � 6HH� /LVW� 1�� 'LVLQIHFWDQWV� IRU� 8VH� $JDLQVW� 6$56�&R9���� (3$�JRY��
KWWSV���ZZZ�HSD�JRY�SHVWLFLGH�UHJLVWUDWLRQ�OLVW�Q�GLVLQIHFWDQWV�XVH�DJDLQVW�VDUV�FRY����ODVW�YLVLWHG�
0D\�����������7KH�MDLO�XVHV�SURGXFW�FDOOHG�6LPSOH�*UHHQ�G�3UR���3OXV� D

oc
um

en
t r

ec
ei

ve
d 

by
 th

e 
M

I W
ay

ne
 3

rd
 C

irc
ui

t C
ou

rt.

APPENDIX G-5



ϲ�
�

��� 3URYLGH�DGHTXDWH�VSDFLQJ�EHWZHHQ�SHRSOH�LQFDUFHUDWHG�VR�WKDW�VRFLDO�GLVWDQFLQJ��

DV�GHILQHG�E\�WKH�&'&��FDQ�EH�DFFRPSOLVKHG�WR�WKH�H[WHQW�SRVVLEOH��

��� (QVXUH�WKDW�LQGLYLGXDOV�LGHQWLILHG�DV�KDYLQJ�&29,'������DV�KDYLQJ�V\PSWRPV�RI�

&29,'�����RU�DV�KDYLQJ�EHHQ�H[SRVHG�WR�&29,'����UHFHLYH�DGHTXDWH�PHGLFDO�

FDUH�DQG�DUH�SURSHUO\�TXDUDQWLQHG�LQ�D�GHVLJQDWHG�TXDUDQWLQH�DUHD��ZLWK�FRQWLQXHG�

DFFHVV�WR�VKRZHUV��PHQWDO�KHDOWK�VHUYLFHV��UHDGLQJ�PDWHULDOV��SKRQH�DQG�YLGHR�

FDOOLQJ�ZLWK�ORYHG�RQHV��FRPPXQLFDWLRQV�ZLWK�FRXQVHO��DQG�SHUVRQDO�SURSHUW\��WR�

WKH�H[WHQW�UHDVRQDEOH�WR�WKH�LQPDWH¶V�SK\VLFDO�DQG�PHQWDO�ZHOO�EHLQJ����6XFK�

LQGLYLGXDOV�VKDOO�UHPDLQ�LQ�TXDUDQWLQH�DQG�EH�VWURQJO\�HQFRXUDJHG�WR�ZHDU�IDFH�

PDVNV�ZKHQ�LQWHUDFWLQJ�ZLWK�RWKHU�LQGLYLGXDOV�XQWLO�WKH\�DUH�QR�ORQJHU�DW�ULVN�RI�

LQIHFWLQJ�RWKHU�SHRSOH���

���� 3URYLGH�VXIILFLHQW�GLVLQIHFWLQJ�VXSSOLHV���ZLWKRXW�FRVW��VR�LQFDUFHUDWHG�SHRSOH�FDQ�

FOHDQ�KLJK�WRXFK�DUHDV�RU�LWHPV��LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��WHOHSKRQHV�DQG�

KHDGSKRQHV��EHWZHHQ�HDFK�XVH��

���� (IIHFWLYHO\�FRPPXQLFDWH�WR�DOO�SHRSOH�LQFDUFHUDWHG��LQFOXGLQJ�ORZ�OLWHUDF\�DQG�

QRQ�(QJOLVK�VSHDNLQJ�SHRSOH��VXIILFLHQW�LQIRUPDWLRQ�DERXW�&29,'�����PHDVXUHV�

WDNHQ�WR�UHGXFH�WKH�ULVN�RI�WUDQVPLVVLRQ��DQG�DQ\�FKDQJHV�LQ�SROLFLHV�RU�SUDFWLFHV�

WR�UHDVRQDEO\�HQVXUH�WKDW�LQGLYLGXDOV�DUH�DEOH�WR�WDNH�SUHFDXWLRQV�WR�SUHYHQW�

LQIHFWLRQ��

���� 7UDLQ�DOO�VWDII�UHJDUGLQJ�PHDVXUHV�WR�LGHQWLI\�V\PSWRPV�RI�&29,'����LQ�LQPDWHV��

PHDVXUHV�WR�UHGXFH�WUDQVPLVVLRQ��DQG�WKH�-DLO¶V�SROLFLHV�DQG�SURFHGXUHV�GXULQJ�WKLV�

FULVLV��LQFOXGLQJ�WKRVH�PHDVXUHV�FRQWDLQHG�LQ�WKLV�2UGHU���

���� 5HIUDLQ�IURP�FKDUJLQJ�PHGLFDO�FR�SD\V�WR�WKRVH�H[SHULHQFLQJ�&29,'����UHODWHG�

V\PSWRPV��LQFOXGLQJ�WHVWLQJ��DQG�

���� (QVXUH�WKDW�UHWDOLDWRU\�GLVFLSOLQH�LV�QRW�WDNHQ�VROHO\�LQ�UHVSRQVH�WR��D��LQFDUFHUDWHG�

SHUVRQV¶�UHTXHVWV�IRU�PHGLFDO�DWWHQWLRQ�DQG�EDVLF��QHFHVVDU\�SURWHFWLRQV��DQG�RU��E��

������������������������������������������������������������
��'LVLQIHFWDQWV�PXVW�PHHW�(3$¶V�UHTXLUHPHQWV�IRU�XVH�DJDLQVW�6$56�&R9�����6HH�VXSUD�QRWH������ D

oc
um

en
t r

ec
ei

ve
d 

by
 th

e 
M

I W
ay

ne
 3

rd
 C

irc
ui

t C
ou

rt.

APPENDIX G-6



ϳ�
�

HIIRUWV�E\�LQFDUFHUDWHG�SHUVRQV�WR�SXEOLFL]H�XQVDIH�DQG�OLIH�WKUHDWHQLQJ�FRQGLWLRQV�

LQVLGH�WKH�-DLO��

� 7KXV��LI�3ODLQWLIIV¶�IHHOV�WKDW�WKH�'HIHQGDQWV�DUH�QRW�DELGLQJ�E\�WKH�6WLSXODWLRQ�WR�WKH�&RQVHQW�

2UGHU��WKHQ�D�752�ZRXOG�QRW�EH�WKH�SURSHU�IRUXP�IRU�WKHVH�GLVSXWHV��D�6KRZ�&DXVH�+HDULQJ�ZRXOG�

EH�WKH�SURSHU�YHQXH�WR�HQIRUFH�WKHVH�DJUHHG�XSRQ�DFWLRQV��

$��:KDW�:D\QH�&RXQW\�RIILFLDOV�KDYH�GRQH�WR�PLWLJDWH�WKH�VSUHDG�RI�&29,'����DW�
WKH�MDLO�
�

7KH�:&-�EHJDQ�LWV�HIIRUWV�WR�SUHYHQW�DQG�ILJKW�DJDLQVW�WKH�VSUHDG�RI�&29,'����LQ�

FRPSOLDQFH�ZLWK�&'&�UHFRPPHQGDWLRQV�DQG�DV�D�SDUW�RI�LWV�RZQ�LQGHSHQGHQW�SROLFLHV�ORQJ�

EHIRUH�WKLV�FXUUHQW�OLWLJDWLRQ��7KHVH�GLVFXVVLRQV�TXLFNO\�WXUQHG�LQWR�DFWLRQ���

L�� 3ROLFLHV�DQG�'LUHFWLYHV�

$W�WKH�RQVHW��:&-�EHJDQ�LVVXLQJ�SROLFLHV�DQG�GLUHFWLYHV�WR�DGGUHVV�WKH�SDQGHPLF���%HORZ�DUH��
�
WKH�YDULRXV�SROLFLHV�DQG�GLUHFWLYHV�LPSOHPHQWHG�E\�WKH�:&-�LQ�UHVSRQVH�WR�WKH�&29,'�����
�
SDQGHPLF��(Exhibit 2Ϳ��

x� 'LUHFWLYH�&2-$&�������VLJQHG�0DUFK�����������RXWOLQHV�RIILFHU�JXLGHOLQHV�SHU�&'&�IRU�

LGHQWLILFDWLRQ�DQG�KDQGOLQJ�&29,'�����7KH�GLUHFWLYH�LQFOXGHG�PHDVXUHV�UHJDUGLQJ�

WUDQVSRUWDWLRQ�LQPDWHV��LVRODWLQJ�QHZ�LQPDWHV��VRFLDO�GLVWDQFLQJ��DQG�SUHYHQWLRQ��

x� 'LUHFWLYH�&2-$&�������VLJQHG�0DUFK������������5HTXLUHV�DOO�SHUVRQV�HQWHULQJ�WKH�

EXLOGLQJ�7HPSHUDWXUH�VFUHHQLQJ�	�KHDOWK�DVVHVVPHQW���7KH�VFUHHQLQJ�DQG�DVVHVVPHQW�

SURFHVV�FRQVLVWHG�RI�IRUHKHDG�WHPSHUDWXUH�VFDQV�DORQJ�ZLWK�YLVXDO�REVHUYDWLRQ�DQG�D�EULHI�

TXHVWLRQQDLUH���$Q\�SHUVRQ�FRXJKLQJ��VQHH]LQJ��H[SHULHQFLQJ�VKRUWQHVV�RI�EUHDWK��RU�RWKHU�

REYLRXV�VLJQV�RI�LOOQHVV�VKDOO�DOVR�EH�GHQLHG�HQWU\��

x� 'LUHFWLYH�&2-$&�������VLJQHG�0DUFK�����������UHYLVHG�WKH�SULRU�GLUHFWLYH�UHTXLULQJ�

WHPSHUDWXUH�VFUHHQLQJ��DQG�KHDOWK�VFUHHQLQJ�SHU�&'&�UHFRPPHQGDWLRQV��

x� 0DUFK����������%LZHHNO\�GLVWULEXWLRQ�RI�1���PDVNV�WR�DOO�PHPEHUV�RI�WKH�VWDII��
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x� 'LUHFWLYH�&2-$&�������VLJQHG�0DUFK������������$OO�QHZ�ERRN�LQPDWHV�HQWHULQJ�WKH�-DLO�

IDFLOLWLHV�ZLOO�EH�VFUHHQHG�DQG�DVVHVVHG�IRU�VLJQV�DQG�V\PSWRPV�DQG�TXDUDQWLQHG�IRU�D�

PLQLPXP�RI�����

x� 'LUHFWLYH�&2-$&�������VLJQHG�0DUFK�����������5HTXLUHV�33(�IRU�2IILFHUV�DVVLJQHG�

+RVSLWDO�'HWDLO�6HFXULW\��$ORQJ�ZLWK�SURSHU�GRQQLQJ�DQG�GRIILQJ�RI�UHVSLUDWRU�GLDJUDP��

x� 'LUHFWLYH�&2-$&��������6LJQHG�$SULO����������5LVN�UHGXFWLRQV�SURWRFROV�DQG�

SURFHGXUHV�WR�HOLPLQDWH�WKH�H[SRVXUH�DQG�VSUHDG�RI�&29,'����UHJDUGLQJ��6FUHHQLQJ��

9LVLWV��,QPDWH�WUDQVSRUWV��4XDUDQWLQH��3URWHFWLYH�HTXLSPHQW��&OHDQLQJ�VDQLWDWLRQ��

+\JLHQH��/DXQGU\��6LJQDJH�HGXFDWLQJ�DOO�LPSRUWDQFH�RI��VRFLDO�GLVWDQFLQJ��KDQGZDVKLQJ�

DQG�SHUVRQDO�K\JLHQH��DQG�6RFLDO�'LVWDQFLQJ��

x� 5HXVDEOH�IDFH�VKLHOGV�JLYHQ�WR�RIILFHUV��$SULO����������

x� 'LUHFWLYH�&2-$&�������5HTXLUHPHQW�WKDW�LQPDWHV�ZHDU�VXUJLFDO�PDVNV�ZKHQ�WKH\�DUH�

RXWVLGH�RI�WKHLU�FHOOV���'DWHG�$SULO������������,QPDWHV�DUH�LVVXHG�D�QHZ�VXUJLFDO�PDVN�

HYHU\�WZR�ZHHNV���

x� $SULO������������,QPDWH�)DFH�0DVN�RIILFHU�VLJQDWXUH�VKHHWV��

x� $SULO�����������DOO�LQPDWH�DFWLYLW\�UHVWULFWHG�WR�WKH�DVVLJQHG�KRXVLQJ�XQLW���,QPDWHV�QRW�

DOORZHG�RI�WKHLU�XQLW�IRU�DQ\�QRQ�FULWLFDO�IXQFWLRQ��

x� *HQHUDO�0HPR�8�6�������:&62�GXW\�WR�JHW�WHVWHG�DQG�UHSRUW�&29,'����$SULO�����

������

x� *HQHUDO�2UGHU�8�6�������ZDV�VLJQHG�RQ�$SULO������������5HTXLUHV�DOO�SHUVRQQHO�WR�ZHDU�

PDVNV��

,Q�DGGLWLRQ��:HOOSDWK��'HIHQGDQWV¶�FRQWUDFWHG�PHGLFDO�SURYLGHU�HQDFWHG�VHYHUDO�PHDVXUHV��

WR�DGGUHVV�WKH�SDQGHPLF���(Exhibit 3)���

x� 3URFHGXUH�IRU�VXVSHFWHG�FRURQDYLUXV�ZDV�LVVXHG�RQ�0DUFK����������

x� ,VRODWLRQ�DQG�&RKRUW�*XLGDQFH�IRU�&29,'�SURWRFROV�ZHUH�LVVXHG�RQ�0DUFK����������

x� $�SDWLHQW�WHVWLQJ�VWUDWHJ\�ZDV�LPSOHPHQWHG�DQG�XSGDWHG��

x� 2II�VLWH�*XLGDQFH�'XULQJ�&29,'����SURFHGXUHV�ZHUH�LVVXHG��

x� *XLGDQFH�IRU�&35�SURFHGXUHV�GXULQJ�&29,'�ZHUH�LVVXHG��

x� &29,'����3URYLGHU¶V�2UGHU�DQG�WUHDWPHQW�SODQ�ZHUH�LQVWLWXWHG��
�
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LL�� $GPLQLVWUDWLYH�UHOHDVHV�

$ORQJ�ZLWK�UHOHDVLQJ�WKH�QRQYLROHQW�DQG�WUDIILF�LQPDWHV��DGPLQLVWUDWLYH�UHOHDVHV�EHJDQ�DW��

WKH�GLUHFWLRQ�RI�WKLV�&RXUW�LQ�HDUO\�0DUFK��6LQFH�0DUFK�����DW�OHDVW�����KDYH�EHHQ��

DGPLQLVWUDWLYHO\�UHOHDVHG���(Exhibit 4)�7KH�SURFHVV�LQFOXGHG�UHSUHVHQWDWLYHV�IURP�WKH�SURVHFXWRU
V��

RIILFH��WKH�VKHULII
V�RIILFH��WKH�MDLO¶V�PHGLFDO�VWDII�DQG�FRXUW�DSSRLQWHG�LQPDWH�FRXQVHO�LQ�WKH�FODVV��

DFWLRQ�VXLW���7KH�PHGLFDO�VWDII�LGHQWLILHG�WKH�LQPDWHV�DW�JUHDWHU�ULVN�IRU�WKH�FRURQDYLUXV�SXUVXDQW��

WR�WKH�&'&�JXLGHOLQHV���WKH�VKHULII
V�RIILFH�SDUHG�GRZQ�WKDW�OLVW�H[FOXGLQJ�WKRVH�DFFXVHG�RI��

DVVDXOWLYH�FULPHV��IHORQLHV�DQG�VRPH�KLJK�PLVGHPHDQRUV��DQG�PDNLQJ�UHFRPPHQGDWLRQV�RQ��

ZKLFK�LQPDWHV�VKRXOG�EH�UHOHDVHG�RQ�WHWKHU�UDWKHU�WKDQ�KHOG�LQ�MDLO��

$GGLWLRQDOO\��RWKHU�PHDVXUHV�KDYH�EHHQ�WDNHQ�IRU�WKH�RYHUDOO�UHGXFWLRQ�RI�WKH�LQPDWH��

SRSXODWLRQ�LQ�WKH�:&-���2Q�0DUFK�����������WKH�WRWDO�LQPDWH�SRSXODWLRQ�RI�WKH�-DLO�ZDV���������

LQPDWHV���&XUUHQWO\��WKDW�SRSXODWLRQ�LV�DURXQG�����LQPDWHV��ZLWK�WKH�ORZHVW�LQPDWH�SRSXODWLRQ��

RFFXUULQJ�RQ�0D\����������RI�����LQPDWHV���(Exhibit 4)��

LLL�� 0'2&�,QVSHFWLRQ�

2Q�7XHVGD\��0D\�����������WKH�0'2&�FRQGXFWHG�DQ�LQVSHFWLRQ�RI�WKH�:D\QH�&RXQW\�-DLO�DV��

SURYLGHG�IRU�E\�$FW��1R������RI�WKH�3XEOLF�$FWV�RI�������DV�DPHQGHG��EHLQJ�VHFWLRQ���������RI��

WKH�0LFKLJDQ�&RPSLOHG�/DZV�DQG�WKH�*RYHUQRU¶V�([HFXWLYH�2UGHU�����������(Exhibit 5)�2Q�WKH��

GDWH�RI�LQVSHFWLRQ��WKH�:D\QH�&RXQW\�-DLO�ZDV�IRXQG�WR�EH�LQ�FRPSOLDQFH��ZLWK�WKH�0'2&��

&29,'����3URWRFROV��

LY�� 7HVWLQJ�KDV�EHHQ�FRQGXFWHG�
�

7KH�HQWLUH�LQPDWH�SRSXODWLRQ�KDV�EHHQ�SURYLGHG�DFFHVV�WR�&29,'����WHVWLQJ���$V�RI�

WRGD\�����LQPDWHV�KDYH�WHVWHG�SRVLWLYH�IRU�&29,'����DW�WKH�MDLO�ZLWK�D�WRWDO�SRSXODWLRQ�DYHUDJLQJ�

������7KHUH�KDYH�EHHQ�]HUR�LQPDWHV�RQ�YHQWLODWRUV��]HUR�LQPDWHV�DGPLWWHG�WR�DQ�,&8��DQG�
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�

LPSRUWDQWO\��]HUR�GHDWKV��(Exhibit 6)�&XUUHQWO\��RQO\����LQPDWHV�ZKR�KDYH�WHVWHG�SRVLWLYH�WKDW�

UHPDLQ�LQ�WKH�MDLO���7KH�UHVW�RI�WKH�LQPDWHV�ZKR�WHVWHG�SRVLWLYH�KDYH�EHHQ�FOHDUHG�DV�QR�ORQJHU�

EHLQJ�&29,'�SRVLWLYH����

:KHQ�FRPSDUHG�WR�WKH�PDQ\�RWKHU�-DLOV��WKHUH�LV�QR�LQGLFDWLRQ�WKDW�:&-�QXPEHUV�DUH�

DQ\WKLQJ�RXW�RI�WKH�QRUP����

:Ăŝů�EĂŵĞ�Θ�>ŽĐĂƚŝŽŶ� dŽƚĂů�WŽƉƵůĂƚŝŽŶ� dŽƚĂů�/ŶĨĞĐƚŝŽŶƐ�
/ŶĨĞĐƚŝŽŶ�ZĂƚĞ�;ŝŶĨĞĐƚĞĚͬƚŽƚĂů�

ƉŽƉƵůĂƚŝŽŶͿ�

tĂǇŶĞ��ŽƵŶƚǇ�Ͳ�
�ĞƚƌŽŝƚ͕�D/�

DĂƌĐŚ�ϭϬ�Ͳ�ϭ͕ϯϴϭ͕��Ɛ�
ŽĨ��Ɖƌŝů�ϭϬ͕�ϵϭϳ�

Ϯϵ�ŽŶ�DĂǇ�ϴ͕�ϭϳϭ�
ĂůůĞŐĞĚ�ŝŶ�ƚŚĞ�
�ŽŵƉůĂŝŶƚ�

ϯ͘ϭϲй�ĨŽƌ�DĂǇ�ϴ�ŶƵŵďĞƌƐ͕�
�ƉƉƌŽǆ͘�Ϯϰ͘ϰϯй�ĂĐĐŽƌĚŝŶŐ�ƚŽ�
ŶƵŵďĞƌƐ�ĂůůĞŐĞĚ�ŝŶ��ŽŵƉůĂŝŶƚ�

�
�

�ŽŽŬ��ŽƵŶƚǇ�Ͳ�
�ŚŝĐĂŐŽ͕�/>�

ϰ͕ϱϲϳ�ƚŽƚĂů�ŵĂůĞ�ĂŶĚ�
ĨĞŵĂůĞ�ĂƐ�ŽĨ�
ϰͬϲͬϮϬϮϬ�

ϳϬϬ�ŝŶŵĂƚĞƐ�Ăƚ�ŝƚΖƐ�
ǁŽƌƐƚ�

�
ϭϱ͘ϯϯй�ΗĂƚ�ŝƚΖƐ�ǁŽƌƐƚΗ͕�ŶŽǁ�Ă�
ƉŽƐŝƚŝǀĞ�ƚĞƐƚ�ƌĂƚĞ�ŽĨ�ďĞůŽǁ�ϭϬй�
ĂĨƚĞƌ�ƐŝŐŶŝĨŝĐĂŶƚ�ƚĞƐƚŝŶŐ�ĂŶĚ�

ŵĞĂƐƵƌĞƐ�ƚĂŬĞŶ�

>ŽƐ��ŶŐĞůĞƐ��ŽƵŶƚǇ�Ͳ�
>�͕����

ϭϮ͕Ϭϲϰ�ĂƐ�ŽĨ�
ϱͬϮϴͬϮϬϮϬ�

ϭ͕ϮϬϵ�ƐŝŶĐĞ�ƐƚĂƌƚ�ŽĨ�
ƉĂŶĚĞŵŝĐ� �ƉƉƌŽǆŝŵĂƚĞůǇ�ϭϬй�

ZŝŬĞƌƐ�Ͳ�EĞǁ�zŽƌŬ͕�
Ez�

�
ϯϵϵϮ�ĂŵŝĚ�ƚŚĞ�
ƉĂŶĚĞŵŝĐ͕�ϱϲϬϬ�
ďĞĨŽƌĞ��Ks/��

ϯϰϴ�ĐƵƌƌĞŶƚůǇ�
ŝŶĨĞĐƚĞĚ�ĂƐ�ŽĨ�
ϱͬϮϲͬϮϬϮϬ�

�ƉƉƌŽǆŝŵĂƚĞůǇ�ϴ͘ϳϭй�ĐƵƌƌĞŶƚůǇ͕�
ϭϱ͘Ϭϲй�ƉƌĞƐƵŵĞĚ�ΗůŝŬĞůǇ�ĞǆƉŽƐĞĚ�

ďƵƚ�ĂƐǇŵƉƚŽŵĂƚŝĐΗ�

,ĂƌƌŝƐ��ŽƵŶƚǇ�Ͳ�
,ŽƵƐƚŽŶ͕�dy� ,ŽǀĞƌƐ�ĂƌŽƵŶĚ�ϳ͕ϲϬϬ�

ϱϵϯ�ĂƐ�ŽĨ�DĂǇ�ϲ͕�
ϮϬϮϬ� ϳ͘ϴϬй�ĂƐ�ŽĨ�DĂǇ�ϲƚŚ�

�ƵǇĂŚŽŐĂ��ŽƵŶƚǇ�Ͳ�
�ůĞǀĞůĂŶĚ͕�K,�

ϭ͕ϯϯϭ͕�ůŽǁĞƐƚ�
ƉŽƉƵůĂƚŝŽŶ�ŝŶ�ĨĂĐŝůŝƚǇ�
ŚŝƐƚŽƌǇ�ĚƵĞ�ƚŽ��Ks/�� ϭϰϱ�ƉŽƐŝƚŝǀĞ�ƌĞƐƵůƚƐ� ϭϬ͘ϴϵй�

�
:ŽŚŶƐŽŶ��ŽƵŶƚǇ�Ͳ�
&ƌĂŶŬůŝŶ�/ŶĚŝĂŶĂ�

;/ŶĚŝĂŶĂƉŽůŝƐ�ŵĞƚƌŽͿ� ϮϵϮ�ŝŶŵĂƚĞƐ� ϭϮϳ�ĂƐ�ŽĨ�ϱͬϭϰ� ϰϯ͘ϰϵй�

DŝůǁĂƵŬĞĞ��ŽƵŶƚǇ�Ͳ�
DŝůǁĂƵŬĞĞ͕�t/�

�ƉƉƌŽǆŝŵĂƚĞůǇ�ϲϬϬ�
ĂƐ�ŽĨ�ϱͬϭ� ϵϰ�ĂƐ�ŽĨ�ϱͬϭ� ϭϱ͘ϲϳй�

�ĂŶĞ��ŽƵŶƚǇ�Ͳ�������
DĂĚŝƐŽŶ͕�t/�

ϳϰϲ�ŽŶ�ϯͬϭϬ͕�ůŽǁ�
ϰϬϬƐ�ĂƐ�ŽĨ�ϱͬϭϱ�

ϯϳ�ƐŝŶĐĞ�ďĞŐŝŶŶŝŶŐ�ŽĨ�
ƉĂŶĚĞŵŝĐ� ϵ͘Ϯϱй�

WŚŝůĂĚĞůƉŚŝĂ��ŽƵŶƚǇ�Ͳ�
W��

ϯ͕ϳϮϱ�Ăƚ�ƚŚĞ�ĞŶĚ�ŽĨ�
�Ɖƌŝů�ϮϬϮϬ�

ϮϬϬ�ƚŽ�ĚĂƚĞ�ĂƐ�ŽĨ�
ϱͬϭϵ� ϱ͘ϯϳй�

�͘�͘��ŽƵŶƚǇ�:Ăŝů�Ͳ�
tĂƐŚŝŶŐƚŽŶ��͘�͘� ϭϯϬϬ�ĂƐ�ŽĨ�ϱͬϮϯ�

ϭϴϱ�ƉŽƐŝƚŝǀĞ�ĨƌŽŵ�
ϯͬϭϰ�ƚŽ�ϱͬϭϰ� ϭϰ͘Ϯϯй�
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� � � �

� � � �
Y�� 7HVWLQJ�DOO�QHZ�LQPDWHV�

2Q�-XQH����������DQ�2UGHU�ZDV�HQWHUHG�UHTXLULQJ�DOO�QHZ�LQPDWHV�HQWHULQJ�WKH�:D\QH�

&RXQW\�-DLO�RQ�RU�DIWHU�-XQH��WK�������WR�EH�WHVWHG�IRU�&29,'������$OO�LQPDWHV�ZKR�WHVW�QHJDWLYH�

VKDOO�EH�UH�WHVWHG�LQ����GD\V�IURP�WKHLU�ERRNLQJ���7KH�2UGHU�IXUWKHU�LQGLFDWHV�WKDW�DOO�LQPDWHV�ZKR�

WHVW�QHJDWLYH�IRU�3&5��EXW�SRVLWLYH�IRU�6HURORJ\�DW�WKH�WLPH�RI�ERRNLQJ�PD\�EH�KRXVHG�LQ�JHQHUDO�

SRSXODWLRQ���/DVWO\�WKH�2UGHU�UHTXLUHV�WKDW�WKH�GDWD�IURP�WKH�WHVWLQJ�EH�VXSSOLHG�WR�WKH�DWWRUQH\V�

UHSUHVHQWLQJ�WKH�LQPDWHV�LQ�WKH�FODVV�DFWLRQ�VXLW��(Exhibit 7)�

,,�� &'&�5HFRPPHQGDWLRQV�

2Q�0DUFK�����������WKH�&HQWHU�IRU�'LVHDVH�&RQWURO��³&'&´��LVVXHG�³,QWHULP�*XLGDQFH�

RQ�0DQDJHPHQW�RI�&RURQDYLUXV�'LVHDVH�������&29,'�����LQ�&RUUHFWLRQ�DQG�'HWHQWLRQ�

&HQWHUV�´��(Exhibit 8)��&'&�³3UHYHQWLRQ´�JXLGHOLQHV�DUH�LQWHQGHG�WR�DVVLVW�IDFLOLWLHV�LQ�SUHYHQWLQJ�

WKH�VSUHDG�RI�WKH�YLUXV�IURP�RXWVLGH�WKH�IDFLOLW\�WR�LQVLGH�WKH�IDFLOLW\��&'&�³0DQDJHPHQW´�

JXLGHOLQHV�DUH�LQWHQGHG�WR�DVVLVW�IDFLOLWLHV�LQ�FOLQLFDOO\�PDQDJLQJ�FRQILUPHG�DQG�VXVSHFWHG�

&29,'����FDVHV�LQVLGH�WKH�IDFLOLW\��7KH�:&-�KDG�DOUHDG\�LPSOHPHQWHG�DOO�IHDVLEOH�&'&�

UHFRPPHQGDWLRQV�UHODWLQJ�WR�LQPDWH�VDIHW\�ORQJ�EHIRUH�WKH�VXEMHFW�VXLW��

7KH�&'&��LQWHULP�JXLGDQFH�ZDV�EDVHG�RQ�ZKDW�ZDV��NQRZQ�DERXW�WKH�WUDQVPLVVLRQ�DQG�

VHYHULW\�RI�&29,'����DV�RI�WKH�GDWH�RI�SRVWLQJ��0DUFK�����������7KH�&'&�JXLGHOLQHV�DUH�PHUHO\�

JXLGHOLQHV���7KH\��OLNH�DOO�JXLGHOLQHV��DUH�D�SODWIRUP�DQG�RU�IUDPHZRUN�IURP�ZKLFK�RQH�PD\�

FKRRVH�WR�UHYLHZ�DQG�RU�XWLOL]H��DQG�PRVW�LPSRUWDQWO\�WR�DGDSW�DV�VXLWHG�WR�RQH¶V�RZQ�FOLQLFDO�

DUHDV�LQ�FRUUHFWLRQV���)%23�DOVR�LVVXHG�JXLGHOLQHV�IRU�FRUUHFWLRQDO�VHWWLQJV�LQ�ZDNH�RI�WKH�6ZLQH�
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�

)OX�SDQGHPLF�RI������ZKLFK�UHPDLQ�UHOHYDQW�WRGD\��WKXV�WKH�&'&�DUH���\HDUV�EHKLQG�WKH�ILUVW�

FRUUHFWLRQDO�SDQGHPLF�JXLGHOLQHV��

6HFRQG��WKHVH�DUH�EUDQG�QHZ�JXLGHOLQHV��RQO\�EHFRPLQJ�SRVWHG�RQ�0DUFK�����

�������3DQGHPLF�UHVSRQVH�WR�&29,'�LQ�D�FRUUHFWLRQDO�VHWWLQJ��RU�D�SODQHWDU\�RQH��LV�QRW�D�IL[HG�

VFLHQFH����7KHUH�LV�QR�RQH�ZD\�PHWKRG�RI�KDQGOLQJ�D�SDQGHPLF�RI�WKLV�W\SH�LQ�DQ\�DQG�DOO�XQLTXH�

MDLO�VHWWLQJV���:KLOH�3ODLQWLIIV�H[SHUWV�KDYH�RIIHUHG�RSLQLRQV�RQ�KRZ�WKH�:&-�VKRXOG�UHDFW�WR�WKH�

SUHVHQW�SDQGHPLF��WKLV�SDQGHPLF�SUHVHQWV�XQLTXH�FLUFXPVWDQFHV�ZKLFK�WKLV�&RXUW�VKRXOG�WDNH�

LQWR�DFFRXQW�GHVSLWH�WKH�3ODLQWLII¶V�H[SHUW¶V�RSLQLRQV����

7KLUG��WKH�&'&�JXLGHOLQHV�WKHPVHOYHV�JLIW�ZUDS�D�GLVFODLPHU�IURP�WKH�YHU\�EHJLQQLQJ��

WKDW�WKH\�DUH�LQWHQGHG�WR�EH�XVHG�DQG�DGDSWHG�DV�VXLWHG�WR�RQH¶V�RZQ�VHWWLQJ��,Q�IDFW���:&-�ZDV�

DGDSWLQJ�WR�WKH�VLWXDWLRQ�ORQJ�EHIRUH�WKH�&'&�JDYH�RXW�JXLGHOLQHV��DQG�WKHQ�ZKHQ�WKH\�GLG��:&-�

ZHQW�DQG�DGDSWHG�WKH�UHFRPPHQGDWLRQV��WR�ILW�WKH�VHWWLQJ�����

:KLOH��SODLQWLII¶V�H[SHUWV�TXRWH�&'&�JXLGHOLQHV�HDUO\�DQG�RIWHQ��WKH\�KDYH�FKHUU\�SLFNHG�

WKH�VHFWLRQV�WKDW�VXLW�WKHLU�DUJXPHQW�ZLWKRXW�FRQWH[W�RU�FRPSOHWHQHVV���/DVWO\��LW�PXVW�EH�QRWHG�

WKDW�QRZKHUH�LQ�WKH�&'&�JXLGHOLQHV�GRHV�WKH�&'&�OLVW�³UHOHDVH�WKH�SULVRQHUV¶�DV�D�

UHFRPPHQGDWLRQ��

,,,�� 3ODLQWLIIV�$UH�1RW�(QWLWOHG�WR�D�7HPSRUDU\�5HVWUDLQLQJ�2UGHU�EHFDXVH��
� 3ODLQWLIIV�&DQQRW�6KRZ�/LNHOLKRRG�RI�6XFFHVV�RQ�WKHLU�Monell &ODLPV�

� ,Q�RUGHU�WR�JUDQW�D�752��WKH�&RXUW�PXVW�FRQVLGHU�����ZKHWKHU�WKH�PRYDQW�KDV�D�VWURQJ�

OLNHOLKRRG�RI�VXFFHVV�RQ�WKH�PHULWV������ZKHWKHU�WKH�PRYDQW�ZRXOG�VXIIHU�LUUHSDUDEOH�LQMXU\�

DEVHQW�D�VWD\������ZKHWKHU�JUDQWLQJ�WKH�VWD\�ZRXOG�FDXVH�VXEVWDQWLDO�KDUP�WR�RWKHUV��DQG�����

ZKHWKHU�WKH�SXEOLF�LQWHUHVW�ZRXOG�EH�VHUYHG�E\�JUDQWLQJ�WKH�VWD\��2KLR�5HSXEOLF�3DUW\�Y�%UXQQHU��

����)�G������������WK�&LU���������7KH�SDUW\�VHHNLQJ�LQMXQFWLYH�UHOLHI�PXVW�PHHW�DOO�IRXU�
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UHTXLUHPHQWV��-RUGDQ�Y��)LVKHU������)��G������������WK�&LU���������TXRWLQJ�%OXHILHOG�:DWHU�

$VV¶Q�Y��&LW\�RI�6WDUNYLOOH������)��G������������WK�&LU����������

� ,Q�RUGHU�WR�REWDLQ�WKHLU�752��3ODLQWLIIV�PXVW�ILUVW�VKRZ�D�VWURQJ�OLNHOLKRRG�RI�VXFFHVV�ZLWK�

UHJDUG�WR�WKHLU�0RQHOO�FODLP�DJDLQVW�:D\QH�&RXQW\���+HUH��3ODLQWLIIV�FDQQRW�VKRZ�DQ\�GHOLEHUDWH�

LQGLIIHUHQFH�E\�:D\QH�&RXQW\�LQ�LWV�UHVSRQVH�WR�WKH�FRURQDYLUXV�SDQGHPLF���)XUWKHUPRUH��

3ODLQWLIIV�FDQQRW�HVWDEOLVK�WKDW�WKH\�KDYH�H[KDXVWHG�WKHLU�DGPLQLVWUDWLYH�UHPHGLHV��DV�UHTXLUHG�E\�

WKH�3ULVRQHU�/LWLJDWLRQ�5LJKWV�$FW�DQG�0&/�����������

$�� 3ODLQWLIIV�FDQQRW�(VWDEOLVK�D�'HOLEHUDWH�,QGLIIHUHQFH�&ODLP�

�7R�VWDWH�D�FODLP�RI�GHOLEHUDWH�LQGLIIHUHQFH�DJDLQVW�:D\QH�&RXQW\��D�SODLQWLIIV�PXVW�SOHDG�

D�FODLP�RI�D�SROLF\��SUDFWLFH��RU�FXVWRP�E\�:D\QH�&RXQW\�WKDW�LV�DOOHJHGO\�XQFRQVWLWXWLRQDO��DQG�

WKDW�H[SODQDWLRQ�PXVW�EH�VSHFLILF��L�H����WR�VDWLVI\�WKH�0RQHOO�UHTXLUHPHQWV�D�SODLQWLII�PXVW�
LGHQWLI\�

WKH�SROLF\��FRQQHFW�WKH�SROLF\�WR�WKH�FLW\�LWVHOI�DQG�VKRZ�WKDW�WKH�SDUWLFXODU�LQMXU\�ZDV�LQFXUUHG�

EHFDXVH�RI�WKH�H[HFXWLRQ�RI�WKDW�SROLF\�
��*DUQHU�Y��0HPSKLV�3ROLFH�'HS
W����)��G������������WK�

&LU���������TXRWLQJ�&RRJDQ�Y��&LW\�RI�:L[RP������)��G������������WK�&LU����������FHUW��GHQLHG��

8�6��� ����6��&W�� ������ ����/�(G��G����� ������� �(PSKDVLV� DGGHG���6HH�DOVR�� 6HDUF\� Y��&LW\� RI�

'D\WRQ�����)��G������������WK�&LU����������:D\QH�&RXQW\�FDQQRW�EH�KHOG�OLDEOH�XQGHU�WKH�WKHRU\�

RI�UHVSRQGHDW�VXSHULRU��0RQHOO�Y��'HSDUWPHQW�RI�6RFLDO�6HUYV�������8�6�������������������'XQQ�Y��

6WDWH�RI�7HQQ�������)��G������������������6WUHHW�Y��&RUUHFWLRQV�&RUSRUDWLRQ�RI�$PHULFD������)��G�

����� �������� ��WK� &LU�� ������� 3ODLQWLII� LV� UHTXLUHG� WR� LGHQWLI\� DQG� FRQQHFW� WKH� DOOHJHGO\�

XQFRQVWLWXWLRQDO�SROLF\�WR�:D\QH�&RXQW\�DQG�GHPRQVWUDWH�D�SDWWHUQ��&RQQLFN�Y��7KRPSVRQ������6��

&W���������������7KRPDV�Y��&LW\�RI�&KDWWDQRRJD������)��G����������������WK�&LU����������

:KHUH�D�SODLQWLII�SURFHHGV�RQ�D� WKHRU\� WKDW� IDFWXDOO\� ODZIXO�JRYHUQPHQW�SROLF\� OHDG�DQ�

HPSOR\HH�WR�YLRODWH�SODLQWLII¶V�FRQVWLWXWLRQDO�ULJKWV��D�SODLQWLII�PXVW�SOHDG�DQG�SURYH�WKDW�WKH�DJHQF\�
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�

ZDV� QRW� MXVW� QHJOLJHQW� EXW� DFWHG� ZLWK� GHOLEHUDWH� LQGLIIHUHQFH� WR� NQRZQ� RU� REYLRXV�

FRQVHTXHQFHV���&LW\�RI�&DQWRQ�Y��+DUULV��VXSUD���'HOLEHUDWH�LQGLIIHUHQFH�LV�VKRZQ�RQO\�ZKHUH�WKH�

PXQLFLSDO�SROLF\�LV�FRQVWLWXWLRQDOO\�DUELWUDU\�VXFK�WKDW�LW�LV�HJUHJLRXV�WR�WKH�SRLQW�RI�³VKRFNLQJ�WKH�

FRQVFLHQFH´���&RXQW\�RI�6DFUHPHQWR�Y��/HZLV������8�6�����������6�&W������������/�(G��G������

�������TXRWLQJ�&ROOLQV�Y��+DUNHU�+HLJKWV��VXSUD���7R�EH�GHOLEHUDWHO\�LQGLIIHUHQW��WKH�FLWHG�SROLF\�

PXVW�EH�VR�³SDWHQWO\�HJUHJLRXV´�DV�WR�³VKRFN�WKH�FRQVFLHQFH´���:KHWKHU�ZULWWHQ�SROLF\��RU�GH�IDFWR�

SUDFWLFH�� WKH�VWDQGDUG�RI�ZKDW� LV�GHOLEHUDWHO\� LQGLIIHUHQW� LV�YHU\�KLJK��³'HOLEHUDWH� LQGLIIHUHQFH´�

VXIILFLHQW�WR�VXSSRUW�D�������DFWLRQ�DJDLQVW�D�PXQLFLSDOLW\�LV�D�VWULQJHQW�VWDQGDUG�UHTXLULQJ�SURRI�

WKDW�WKH�JRYHUQPHQW�HQWLW\�GLVUHJDUGHG�D�³NQRZQ�RU�REYLRXV�ULVN�´�+XOOHWW�Y�6PLHGHQGRUI�����)�

6XSS��G������:'�0LFK��������3DWWHUVRQ�Y�&LW\�RI�&OHYHODQG������)�G�������WK�&LU��������

+HUH��3ODLQWLII¶V�&RPSODLQW�ODFNV�DQ\�0RQHOO�DOOHJDWLRQV�WKDW�ZRXOG�VXFFHHG�DV�D�PDWWHU�

RI�ODZ��3ODLQWLIIV¶�GHOLEHUDWH�LQGLIIHUHQFH�FODLP�DJDLQVW�:D\QH�&RXQW\�IDLOV�EHFDXVH�3ODLQWLIIV�

KDYH�IDLOHG�WR�VXSSRUW�WKRVH�DOOHJDWLRQV�ZLWK�DQ\�VSHFLILF�IDFWV�ZKDWVRHYHU�UHJDUGLQJ�H[DFWO\�

ZKDW�WKH�DOOHJHG�XQFRQVWLWXWLRQDO�SROLF\��SUDFWLFH��SURFHGXUH��RU�SURWRFRO�ZDV��OHW�DORQH�IDFWV�

VXIILFLHQW�FRQQHFW�WKH�SROLF\�WR�:D\QH�&RXQW\�RU�GHPRQVWUDWH�D�SDWWHUQ��&RQQLFN�Y��7KRPSVRQ�DW�

�������������7KRPDV�Y��&LW\�RI�&KDWWDQRRJD��DW����������

7KH�VLWXDWLRQ�:D\QH�&RXQW\�LV�SUHVHQWO\�IDFHG�ZLWK�LV�E\�DOO�DFFRXQWV�³QRYHO�´�,W�LV�D�

VLWXDWLRQ�WKDW�KDV�QHYHU�FRQIURQWHG�PXQLFLSDOLWLHV�VXFK�DV�:D\QH�&RXQW\�DQG�LV�WUXO\�XQFKDUWHUHG�

WHUULWRU\��7KHUH�LV�QR�SULRU�FDVH�ODZ�RU�RWKHU�DXWKRULW\�RWKHU�WKDQ�UHFHQWO\�HQDFWHG�&'&�

UHFRPPHQGDWLRQV�ZKLFK�SURYLGH�JXLGDQFH�WR�PXQLFLSDOLWLHV�ZLWK�UHVSHFW�WR�WKH�RSHUDWLRQ�RI�WKHLU�

MDLOV�GXULQJ�VXFK�D�FULVLV��%HFDXVH�QHLWKHU�2DNODQG�&RXQW\��QRU�DQ\�RWKHU�PXQLFLSDOLW\��KDV�HYHU�

IDFHG�DQ�HSLGHPLF�VXFK�DV�WKH�FXUUHQW�&29,'����SDQGHPLF��3ODLQWLIIV�FDQQRW�VKRZ�WKDW�:D\QH�

&RXQW\�PDLQWDLQV�DQ�XQFRQVWLWXWLRQDO�SROLF\�RU�SUDFWLFH�ZLWK�UHVSHFW�WR�VDPH��
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3ODLQWLIIV�VHHN�WR�LPSRVH�OLDELOLW\�RQ�:D\QH�&RXQW\�VLPSO\�WKURXJK�DQHFGRWDO�³HYLGHQFH´�

LQ�WKH�IRUP�RI�GHFODUDWLRQV�VXEPLWWHG�E\�3ODLQWLIIV�UHJDUGLQJ�WKH�FRQGLWLRQV�RI�WKH�MDLO�DQG�

([SHUWV�GHFODUDWLRQV�EDVHG�RQ�WKH�LQPDWHV¶�GHFODUDWLRQV�VLJQHG�EDFN�LQ�0DUFK�DQG�$SULO��

3ODLQWLIIV¶�UHOLDQFH�RQ�WKH�SDVW�FRQGLWLRQV�RI�WKH�MDLO�DQG�GLVUHJDUG�RI�WKH�UHGXFHG�MDLO�SRSXODWLRQ�

DQG�WKH�PDQ\�PHDVXUHV�WR�PLWLJDWH�WKH�VSUHDG�RI�&29,'����DW�WKH�MDLO�DUH�IDWDO�ZLWK�UHVSHFW�WR�

DQ\�0RQHOO�FODLP�DVVHUWHG�DQG�WKXV�WKHUH�LV�QR�OLNHOLKRRG�RI�VXFFHVV�RQ�WKH�PHULWV��

7KH�8QLWHG�6WDWHV�6XSUHPH�&RXUW�KDV�KHOG��³WKH�WUHDWPHQW�D�SULVRQHU�UHFHLYHV�LQ�SULVRQ�

DQG�WKH�FRQGLWLRQV�XQGHU�ZKLFK�KH�LV�FRQILQHG�DUH�VXEMHFW�WR�VFUXWLQ\�XQGHU�WKH�(LJKWK�

$PHQGPHQW�´�+HOOLQJ�Y�0F.LQQH\������86�������������6�&W��������������,Q�UHJDUG�WR�DQ�

LQPDWH¶V�FRQGLWLRQV�RI�FRQILQHPHQW��WKH�6XSUHPH�&RXUW�QRWHG�WKDW�MDLO�FRQGLWLRQV�PD\�EH�

³UHVWULFWLYH�DQG�HYHQ�KDUVK�´�5KRGHV�Y�&KDSPDQ������86���������������6�&W��������������³7KH�

&RQVWLWXWLRQ�GRHV�QRW�PDQGDWH�FRPIRUWDEOH�SULVRQV�´�,G��DW�������,W�LV�ZHOO�VHWWOHG�WKDW�SXUVXDQW�WR�

WKH�(LJKWK�$PHQGPHQW�RI�WKH�8QLWHG�6WDWHV�&RQVWLWXWLRQ��D�SULVRQ�RIILFLDO�PXVW�³WDNH�UHDVRQDEOH�

PHDVXUHV�WR�JXDUDQWHH�WKH�VDIHW\�RI�WKH�LQPDWHV�´�+XGVRQ�Y�3DOPHU������86�������������������6�

&W���������������

,Q�D�GHOLEHUDWH�LQGLIIHUHQFH�FODLP�FKDOOHQJLQJ�WKH�FRQGLWLRQV�RI�D�SULVRQHU¶V�FRQILQHPHQW��

WKH�SODLQWLII�PXVW�VDWLVI\�ERWK�WKH�REMHFWLYH�DQG�VXEMHFWLYH�FRPSRQHQWV�RI�WKH�(LJKWK�$PHQGPHQW�

LQTXLU\��6HH�)DUPHU�Y��%UHQQDQ������8�6��DW������7KH�VDPH�UHTXLUHPHQWV�DSSO\�WR�D�SUH�WULDO�

GHWDLQHH¶V�GXH�SURFHVV�ULJKWV�XQGHU�WKH�)RXUWHHQWK�$PHQGPHQW��6HH�5LFKNR�Y��:D\QH�&W\���

0LFK�������)��G������������WK�&LU���������FLWDWLRQ�RPLWWHG���³6XSUHPH�&RXUW�SUHFHGHQWV�

JRYHUQLQJ�SULVRQHUV¶�(LJKWK�$PHQGPHQW�ULJKWV�DOVR�JRYHUQ�WKH�)RXUWHHQWK�$PHQGPHQW�ULJKWV�RI�

SUHWULDO�GHWDLQHHV�´���³7R�VDWLVI\�WKH�REMHFWLYH�FRPSRQHQW��WKH�SODLQWLII�PXVW�DOOHJH�WKDW�WKH�

PHGLFDO�QHHG�DW�LVVXH�LV�µVXIILFLHQWO\�VHULRXV�¶´�&RPVWRFN������)��G�DW������FLWLQJ�)DUPHU������
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8�6��DW�������³7R�VDWLVI\�WKH�VXEMHFWLYH�FRPSRQHQW��WKH�SODLQWLII�PXVW�������VKRZ�WKDW�WKH�RIILFLDO�

EHLQJ�VXHG�VXEMHFWLYHO\�SHUFHLYHG�IDFWV�IURP�ZKLFK�WR�LQIHU�VXEVWDQWLDO�ULVN�WR�WKH�SULVRQHU��WKDW�

KH�GLG�LQ�IDFW�GUDZ�WKH�LQIHUHQFH��DQG�WKHQ�GLVUHJDUGHG�WKDW�ULVN�´�,G��DW������FLWLQJ�)DUPHU������

8�6��DW�������7KH�GHIHQGDQW�PXVW�KDYH�D�VXEMHFWLYH�³VWDWH�RI�PLQG�PRUH�EODPHZRUWK\�WKDQ�

QHJOLJHQFH�´�DNLQ�WR�FULPLQDO�UHFNOHVVQHVV��)DUPHU������8�6��DW���������±�����

:LWK�UHVSHFW�WR�WKH�LQPDWHV��WKH�3ODLQWLIIV�FDQQRW�VKRZ�WKDW�'HIHQGDQWV�KDYH�EHHQ�

FRQVWLWXWLRQDOO\�DUELWUDU\�VXFK�WKDW�LW�LV�HJUHJLRXV�WR�WKH�SRLQW�RI�³VKRFNLQJ�WKH�FRQVFLHQFH´��DQG�

WKXV�DUH�XQDEOH�WR�VKRZ�D�VWURQJ�OLNHOLKRRG�RI�VXFFHVV�RQ�WKH�PHULWV�RI�WKHLU�(LJKWK�DQG�

)RXUWHHQWK�$PHQGPHQW�FODLPV�EHFDXVH�WKH�RYHUZKHOPLQJ�HYLGHQFH�HVWDEOLVKHV�'HIHQGDQWV�

SUHYLRXVO\�SXW�LQWR�SODFH�QHDUO\�DOO�RI�3ODLQWLIIV¶�UHTXHVWV�DW�WKH�MDLO���

6SHFLILFDOO\������LQPDWHV�KDYH�EHHQ�UHOHDVHG�E\�WKLV�&RXUW��YLD�WKH�DGPLQLVWUDWLYH�SROLF\���

0RUHRYHU��MDLO�LQPDWH�SRSXODWLRQ�KDV�EHHQ�UHGXFHG�E\�����LQPDWHV��������������IURP�0DUFK����

WKURXJK�0D\������$V�RI�0D\�����:&-�ZDV�DW�����RI�LWV�WRWDO�FDSDFLW\���1R�LQPDWHV�KDYH�EHHQ�

DGPLWWHG�WR�D�KRVSLWDO�GXH�WR�&29,'����UHODWHG�V\PSWRPV�DQG�QR�LQPDWHV�KDYH�GLHG�DV�D�UHVXOW�

RI�&29,'������0RVW�LPSRUWDQWO\��WKH�PHDVXUHV�WDNHQ�E\�:&-�ORQJ�EHIRUH�WKH�ILUVW�FRQILUPHG�

&29,'����FDVH�LQ�WKH�MDLO�DQG�ORQJ�EHIRUH�3ODLQWLIIV¶�ILOHG�WKH�LQVWDQW�DFWLRQ��HVWDEOLVK�WKH\�KDYH�

QRW�³WXUQHG�WKH�NLQG�RI�EOLQG�H\H�DQG�GHDI�HDU�WR�D�NQRZQ�SUREOHP�WKDW�ZRXOG�LQGLFDWH�WRWDO�

XQFRQFHUQ�IRU�WKH�LQPDWHV¶�ZHOIDUH�´�,G���

$JDLQ��'HIHQGDQWV�HPSKDVL]H�WKH�SDUWLHV�KDYH�DJUHHG�WR�D�VWLSXODWLRQ�WR�PRGLI\�WKH�

FRQVHQW�RUGHU�JRYHUQLQJ�WKH�-DLO�WKDW�DGGUHVVHV�WKH�YDVW�PDMRULW\�RI�3ODLQWLIIV¶�UHTXHVWV�LQ�WKH�

752���7KH�752�VKRXOG�QRW�EH�JUDQWHG�EH�LQ�OLJKW�RI�WKLV�VWLSXODWLRQ�DQG�WKH�HIIRUWV�PDGH�E\�WKH�

'HIHQGDQWV�DGGUHVVHG�EHORZ�DQG�WKH�XQOLNHOLKRRG�RI�WKHP�ZLQQLQJ�RQ�WKHLU�0RQHOO�&ODLPV��

�
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��� &RPPXQLFDWLRQ�5HJDUGLQJ�&29,'����

7KLV�FRPSRQHQW�RI�WKH�UHTXHVWHG�752�ZDV�SUHYLRXVO\�DGGUHVVHG�DQG�UHVROYHG�E\�WKH�

VWLSXODWLRQ�WR�WKH�&RXUW�2UGHU��ZKHUHLQ�'HIHQGDQWV�DJUHHG�WR�HIIHFWLYHO\�FRPPXQLFDWH�WR�DOO�

SHRSOH�LQFDUFHUDWHG��LQFOXGLQJ�ORZ�OLWHUDF\�DQG�QRQ�(QJOLVK�VSHDNLQJ�SHRSOH��VXIILFLHQW�

LQIRUPDWLRQ�DERXW�&29,'�����PHDVXUHV�WDNHQ�WR�UHGXFH�WKH�ULVN�RI�WUDQVPLVVLRQ��DQG�DQ\�

FKDQJHV�LQ�SROLFLHV�RU�SUDFWLFHV�WR�UHDVRQDEO\�HQVXUH�WKDW�LQGLYLGXDOV�DUH�DEOH�WR�WDNH�SUHFDXWLRQV�

WR�SUHYHQW�LQIHFWLRQ���&RPPXQLFDWLRQ�LQFOXGLQJ�ZULWWHQ�SRVWLQJV�FRQVLVWHQW�ZLWK�&'&�

UHFRPPHQGDWLRQV�KDYH�EHHQ�SRVWHG�DQG�RU�GLVWULEXWHG�WKURXJKRXW�WKH�-DLO��(Exhibit 9)��3ODLQWLIIV�

FDQQRW�GHPRQVWUDWH�FULPLQDO�UHFNOHVVQHVV�RU�DQ�LQWHQW�WR�SXQLVK��0LOOHU��)DUPHU��VXSUD��

��� $GHTXDWH�6SDFLQJ�

7KLV�FRPSRQHQW�RI�WKH�UHTXHVWHG�752�ZDV�DOVR�SUHYLRXVO\�DGGUHVVHG�DQG�UHVROYHG�E\�WKH�

VWLSXODWLRQ�WR�WKH�&RXUW�2UGHU��ZKHUHLQ�'HIHQGDQWV�DJUHHG�WR�SURYLGH�DGHTXDWH�VSDFLQJ�EHWZHHQ�

SHRSOH�LQFDUFHUDWHG�VR�WKDW�VRFLDO�GLVWDQFLQJ��DV�GHILQHG�E\�WKH�&'&��FDQ�EH�DFFRPSOLVKHG�WR�WKH�

H[WHQW�SRVVLEOH���,W�VKRXOG�EH�QRWHG�WKDW�WKH�&'&�JXLGHOLQHV�H[SUHVVO\�UHFRJQL]H�WKH�

LPSUDFWLFDOLW\�RI�SURYLGLQJ�VL[�����IHHW�RI�VSDFLQJ�IRU�VRFLDO�GLVWDQFLQJ�LQ�MDLOV���([KLELW���$QG��

UHFRJQL]LQJ�WKH�JXLGHOLQHV�SURYLGH�WKDW�WKH�VL[�����IRRW�VSDFLQJ�VWUDWHJ\�KDV�WR�³«EH�WDLORUHG�WR�

WKH�LQGLYLGXDO�VSDFH�LQ�WKH�IDFLOLW\«´�(Exhibit 8)��7KH�:&-�KDV�LPSOHPHQWHG�VHYHUDO�&'&�

VWUDWHJLHV�WR�UHGXFH�&29,'����WUDQVPLVVLRQ�E\�ERWK�UHGXFLQJ�RYHUDOO�MDLO�RFFXSDQF\�DV�ZHOO�DV�

UHGXFLQJ�WKH�QXPEHU�RI�LQPDWHV�LQ�JURXS�FHOOV���

3ODLQWLIIV�IXUWKHU�UHTXHVW�WKDW�'HIHQGDQWV�LPPHGLDWHO\�VWRS�KRXVLQJ�LQPDWHV�LQ�'LYLVLRQ�,,�

EDVHG�RQ�'U��5RWWQHN¶V�UHFRPPHQGDWLRQ���)LUVW�DQG�IRUHPRVW��DV�WKLV�&RXUW�LV�DZDUH��GLVFXVVLRQV�

WR�FHDVH�WKH�XVH�RI�'LYLVLRQ�,,�KDYH�EHHQ�RQ�JRLQJ�DPRQJ�&RXQW\�RIILFLDOV�IRU�VHYHUDO�PRQWKV��

ZHOO�EHIRUH�WKH�FXUUHQW�KHDOWK�FULVLV���'U��5RWWQHN¶V�UHFRPPHQGDWLRQ�LQ�WKLV�UHJDUG�IDU�H[FHHGV�
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WKH�VFRSH�RI�WKH�,QVSHFWLRQ�2UGHU���)XUWKHUPRUH��DQG�PRVW�LPSRUWDQWO\��FHDVLQJ�WR�KRXVH�LQPDWHV�

DW�'LYLVLRQ�,,�DPLGVW�WKLV�SDQGHPLF�ZRXOG�RQO\�FUHDWH�IRU�JUHDWHU�GLIILFXOW�LQ�VSDFLQJ�RI�LQPDWHV���

��� �/LTXLG�+DQG�6RDS�

3HU�WKH�VWLSXODWLRQ�WR�WKH�FRQVHQW�RUGHU�HDFK�LQFDUFHUDWHG�SHUVRQ�UHFHLYHV��IUHH�RI�FKDUJH�

DQG�XSRQ�UHTXHVW���D��D�VXSSO\�RI�VRDS�DQG�KDQG�WRZHOV�VXIILFLHQW�WR�DOORZ�UHJXODU�KDQG�ZDVKLQJ�

DQG�GU\LQJ�HDFK�GD\��DQG��E��DQ�DGHTXDWH�VXSSO\�RI�GLVLQIHFWDQW�SURGXFWV��HIIHFWLYH�DJDLQVW�WKH�

&29,'����YLUXV���3ODLQWLIIV�KDYH�QRW�DQG�FDQQRW�SURYLGH�DQ\�DXWKRULW\�WR�WKDW�DJUHHG�XSRQ�

SROLFLHV�UHIHUHQFHG�DERYH�DPRXQW�WR�GHOLEHUDWH�LQGLIIHUHQFH�RU�DUH�OLNHO\�WR�DPRXQW�WR�GHOLEHUDWH�

LQGLIIHUHQFH��&RXUWV�KDYH�SUHYLRXVO\�KHOG�LQPDWHV�DUH�QRW�HQWLWOHG�WR�D�VSHFLILF�W\SH�RI�VRDS��

%XUNH�Y�'HS¶W�RI�&RUUHFWLRQ�������:/���������DW�
���0�'��7HQQ�$XJXVW����������UHSRUW�DQG�

UHFRPPHQGDWLRQ�DGRSWHG�������:/����������0�'��7HQQ��$XJXVW������������KROGLQJ�DOOHJDWLRQV�

UHODWHG�WR�K\JLHQLF�SURGXFWV�LQFOXGLQJ�FKRVHQ�W\SH�RI�VRDS�GR�QRW�VDWLVI\�REMHFWLYH�SURQJ�RI�

(LJKWK�$PHQGPHQW�FODLP���

)XUWKHU�FRQVLGHULQJ�&'&�UHFRPPHQGDWLRQV�ZKLFK�VWDWH�WKDW�FRUUHFWLRQ�IDFLOLWLHV�VKRXOG�

³SURYLGH�D�QR�FRVW�VXSSO\�RI�VRDS�WR�LQFDUFHUDWHG�GHWDLQHG�SHUVRQ��VXIILFLHQW�WR�DOORZ�IUHTXHQW�

KDQG�ZDVKLQJ�´�(Exhibit 8)��7KLV�ZDV�GRQH�E\�:&-���:KLOH�WKH�UHFRPPHQGDWLRQV�VWDWH�OLTXLG�

VRDS�VKRXOG�EH�SURYLGHG�³ZKHUH�SRVVLEOH�´�WKH�JXLGHOLQHV�DOVR�DOORZ�IRU�EDU�VRDS�WR�EH�XVHG��

(Exhibit 8 )��7KHUHIRUH��DQ\�UHTXHVW�IRU�D�752�LQ�UHJDUG�WR�OLTXLG�VRDS�VKRXOG�EH�GHQLHG��DV�LW�

GRHV�QRW�ULVH�WR�D�FRQVWLWXWLRQDO�UHTXLUHPHQW��

�

�

������������������������������������������������������������
�� 'LVLQIHFWDQW� SURGXFWV�PXVW�PHHW� (3$¶V� FULWHULD� IRU� XVH� DJDLQVW� 6$56�&R9���� WKH� YLUXV� WKDW�
FDXVHV� &29,'����� � 6HH� /LVW� 1�� 'LVLQIHFWDQWV� IRU� 8VH� $JDLQVW� 6$56�&R9���� (3$�JRY��
KWWSV���ZZZ�HSD�JRY�SHVWLFLGH�UHJLVWUDWLRQ�OLVW�Q�GLVLQIHFWDQWV�XVH�DJDLQVW�VDUV�FRY����� D
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��� �+DQG�6DQLWL]HU�

7KLV�LVVXH�ZDV�SUHYLRXVO\�DGGUHVVHG�E\�WKH�3DUWLHV�DQG�ZDV�UHPRYHG�IURP�WKH�VWLSXODWLRQ���

'HIHQGDQWV�GR�QRW�DOORZ�IRU�LQPDWHV�WR�SRVVHVV�KDQG�VDQLWL]HU�IRU�VDIHW\�DQG�ZHOO�EHLQJ�

FRQVLGHUDWLRQV�DV�KDQG�VDQLWL]HU�FRQWDLQV�DOFRKRO�DQG�YHKHPHQWO\�REMHFW�WR�VDPH���

��� &OHDQLQJ�6XSSOLHV�

6HH�VXESDUDJUDSK�����DERYH��

��� 'LVLQIHFWLQJ�6XSSOLHV�

7KLV�FRPSRQHQW�RI�WKH�UHTXHVWHG�752�ZDV�DOVR�SUHYLRXVO\�DGGUHVVHG�DQG�UHVROYHG�E\�WKH�

VWLSXODWLRQ�WR�WKH�&RQVHQW�2UGHU��ZKHUHLQ�'HIHQGDQWV�DJUHHG�WR�SURYLGH�VXIILFLHQW�GLVLQIHFWLQJ�

VXSSOLHV���ZLWKRXW�FRVW��VR�LQFDUFHUDWHG�SHRSOH�FDQ�FOHDQ�KLJK�WRXFK�DUHDV�RU�LWHPV��LQFOXGLQJ��EXW�

QRW�OLPLWHG�WR��WHOHSKRQHV�DQG�KHDGSKRQHV��EHWZHHQ�HDFK�XVH����

��� $FFHVV�WR�6KRZHUV�&OHDQ�/DXQGU\�

3HU�WKH�VWLSXODWLRQ�WR�WKH�&RQVHQW�2UGHU��,QPDWHV�DUH�SURYLGHG�DFFHVV�WR�VKRZHUV�RQ�D��

GDLO\�EDVLV��&OHDQ�OLQHQV�DUH�IXUWKHU�SURYLGHG�RQ�D�ZHHNO\�EDVLV����

��� 33(�IRU�-DLO�6WDII�

$OO�MDLO�SHUVRQQHO�KDYH�EHHQ�LVVXHG�PDVNV�DQG�JORYHV��(Exhibit 1)��$GGLWLRQDOO\��1���

PDVNV�DQG�IDFH�VKLHOGV�KDYH�EHHQ�LVVXHG�WR�FRUUHFWLRQDO�VWDII�ZKR�KDYH�FRQWDFW�ZLWK�LQPDWHV�ZKR�

KDYH�WHVWLILHG�SRVLWLYH�IRU�&29,'������)XUWKHU��SXUVXDQW�WR�WKH�VWLSXODWLRQ�RI�WKH�&RQVHQW�2UGHU��

WKH�'HIHQGDQWV�KDYH�DJUHHG�WR�WKH�HQVXUH�WKDW��WR�WKH�IXOOHVW�H[WHQW�SRVVLEOH��DOO�-DLO�VWDII�ZHDU�

SHUVRQDO�SURWHFWLYH�HTXLSPHQW��LQFOXGLQJ�PDVNV�DQG�JORYHV���

������������������������������������������������������������
��'LVLQIHFWDQWV�PXVW�PHHW�(3$¶V�UHTXLUHPHQWV�IRU�XVH�DJDLQVW�6$56�&R9�����6HH�VXSUD�QRWH�����
&RQWUDU\�WR�WKH�3ODLQWLII¶V�DOOHJDWLRQV�DQG�'U��5RWWQHN¶V�UHSRUW��'HIHQGDQWV�DUH�XVLQJ�6LPSOH�
*UHHQ�3UR�G���3OXV��ZKLFK�LV�LGHQWLILHG�E\�WKH�(3$�DV�HIIHFWLYH�DJDLQVW�WKH�YLUXV��(3$�
UHJLVWUDWLRQ�QXPEHU������������ D
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��� -DLO�6WDII�+\JLHQH�(IIRUWV�

'HIHQGDQWV�KDYH�WDNHQ�VWHSV�WR�HQVXUH�MDLO�SHUVRQQHO�ZDVK�WKHLU�KDQGV�ZLWK�VRDS�DQG�

ZDWHU�ERWK�EHIRUH�DQG�DIWHU�WRXFKLQJ�DQ\�SHUVRQ�RU�VXUIDFH�LQ�FHOOV�RU�FRPPRQ�DUHDV��(Exhibit 1)��

7KLV�LQFOXGHV�VLJQV�SRVWHG�WKURXJKRXW�WKH�-DLO�IRU�DOO�SHUVRQQHO�WR�REVHUYH��(Exhibit 9)��)XUWKHU�

SXUVXDQW�WR�WKH�VWLSXODWLRQ�RI�WKH�&RQVHQW�2UGHU��'HIHQGDQWV�KDYH�DJUHHG�WR�HQVXUH�WKDW��WR�WKH�

IXOOHVW�H[WHQW�SRVVLEOH��DOO�-DLO�VWDII�ZDVK�WKHLU�KDQGV�ZLWK�VRDS�DQG�ZDWHU�RU�XVH�KDQG�VDQLWL]HU�

FRQWDLQLQJ�DW�OHDVW�����DOFRKRO�ERWK�EHIRUH�DQG�DIWHU�WRXFKLQJ�DQ\�SHUVRQ�RU�DQ\�VXUIDFH�LQ�FHOOV�RU�

FRPPRQ�DUHDV�

���� 7DNH�,QPDWHV�7HPSHUDWXUH�GDLO\�

'DLO\�WHPSHUDWXUH�FKHFNV�DUH�EHLQJ�FRQGXFWHG�RQ����SRSXODWLRQV�RI�LQPDWHV��LQPDWHV�ZKR�

DUH�V\PSWRPDWLF��WKRVH�ZKR�KDYH�EHHQ�H[SRVHG�DQG�WUXVWHHV�ZKHQ�WKH�JR�WR�ZRUN�

���� 7HVWLQJ�RI�&29,'����

$V�RI�0D\���������������WHVWV�KDG�EHHQ�SHUIRUPHG�ZLWK�RQO\����LQPDWHV�KDYLQJ�WHVWHG�

SRVLWLYH�IRU�&29,'������([KLELW������&XUUHQWO\�WKHUH�DUH����SDWLHQWV�WKDW�UHPDLQ�&RYLG�SRVLWLYH�

LQ�WKH�MDLO���7KH�UHVW�KDYH�EHHQ�FOHDUHG�DV�QR�ORQJHU�EHLQJ�&RYLG�SRVLWLYH���$OVR�VWDUWLQJ�-XQH����

�����DOO�QHZ�LQPDWHV�HQWHULQJ�WKH�:D\QH�&RXQW\�-DLO�RQ�RU�DIWHU�-XQH��WK�������WR�EH�WHVWHG�IRU�

&29,'������(Exhibit 7)��

���� 4XDUDQWLQH�RI�3RVLWLYH�&DVHV�

7KHUH�LV�VLPSO\�QR�HYLGHQFH�WR�VXJJHVW�WKDW�:D\QH�&RXQW\�KDV�QRW�EHHQ�HQJDJHG�LQ�D�

SURFHVV�RI�TXDUDQWLQLQJ�SRVLWLYH�FDVH���5HJDUGOHVV��WKLV�FRPSRQHQW�RI�WKH�UHTXHVWHG�752�ZDV�

DOVR�DGGUHVVHG�DQG�UHVROYHG�E\�WKH�VWLSXODWLRQ�WR�WKH�&RQVHQW�2UGHU��ZKHUH�LQ�'HIHQGDQWV�DJUHHG�

WKDW�LQGLYLGXDOV�LGHQWLILHG�DV�KDYLQJ�&29,'������KDYLQJ�V\PSWRPV�RI�&29,'�����RU�DV�KDYLQJ�

EHHQ�H[SRVHG�WR�&29,'����UHFHLYH�DGHTXDWH�PHGLFDO�FDUH�DQG�DUH�SURSHUO\�TXDUDQWLQHG�LQ�D� D
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GHVLJQDWHG�TXDUDQWLQH�DUHD��ZLWK�FRQWLQXHG�DFFHVV�WR�VKRZHUV��PHQWDO�KHDOWK�VHUYLFHV��UHDGLQJ�

PDWHULDOV��SKRQH�DQG�YLGHR�FDOOLQJ�ZLWK�ORYHG�RQHV��FRPPXQLFDWLRQV�ZLWK�FRXQVHO��DQG�SHUVRQDO�

SURSHUW\��WR�WKH�H[WHQW�UHDVRQDEOH�WR�WKH�LQPDWH¶V�SK\VLFDO�DQG�PHQWDO�ZHOO�EHLQJ����6XFK�

LQGLYLGXDOV�VKDOO�UHPDLQ�LQ�TXDUDQWLQH�DQG�EH�VWURQJO\�HQFRXUDJHG�WR�ZHDU�IDFH�PDVNV�ZKHQ�

LQWHUDFWLQJ�ZLWK�RWKHU�LQGLYLGXDOV�XQWLO�WKH\�DUH�QR�ORQJHU�DW�ULVN�RI�LQIHFWLQJ�RWKHU�SHRSOH��$OO�

&29,'�SRVLWLYH�LQPDWHV�DUH�KRXVHG�RQ�WKH��WK�IORRU�RI�'LYLVLRQ�,,�RU�+��RI�'LYLVLRQ�,,,����

���� 5HVSRQVH�7R�(PHUJHQFLHV�ZLWKLQ�DQ�+RXU�

$OO�PHGLFDO�HPHUJHQFLHV�UHFHLYH�LPPHGLDWH�UHVSRQVH�IURP�MDLO�SHUVRQQHO��7KLV�

FRPSRQHQW�RI�WKH�UHTXHVWHG�752�ZDV�DOVR�SUHYLRXVO\�DGGUHVVHG�DQG�UHVROYHG�E\�WKH�VWLSXODWLRQ�

WR�WKH�&RXUW�2UGHU��ZKHUHLQ�WKH�'HIHQGDQWV�KDYH�DJUHHG�WR�&RQWLQXH�WR�LPSOHPHQW�SURWRFROV�

WKURXJK�ZKLFK�PHGLFDO�DWWHQWLRQ�LV�SURYLGHG��RQ�D�WLPHO\�EDVLV��WR�DQ\�LQFDUFHUDWHG�SHUVRQ�WKDW�

UHSRUWV�D�QHHG�IRU�PHGLFDO�DWWHQWLRQ�IRU�DQ\�&29,'����UHODWHG�V\PSWRPV�WR�DQ\�PHPEHU�RI�WKH�

-DLO�VWDII���3ODLQWLIIV�FDQQRW�GHPRQVWUDWH�FULPLQDO�UHFNOHVVQHVV�RU�DQ�LQWHQW�WR�SXQLVK�

���� 0HGLFDO�&R�3D\V�

'HIHQGDQWV�KDYH�ZDLYHG�DOO�FKDUJHV�UHODWHG�WR�PHGLFDO�FR�SD\V�UHODWHG�WR�&29,'����

UHODWHG�V\PSWRPV�DQG�RU�WUHDWPHQW�ZKLFK�LQFOXGHV�WHVWLQJ�RI�VDPH�VLQFH�WKH�RQVHW�RI�WKH�

SDQGHPLF��

���� 3XQLWLYH�7UDQVIHUV�5HWDOLDWLRQ�

'HIHQGDQWV�KDYH�QHYHU�HQJDJHG�LQ�SXQLWLYH�WUDQVIHUV�RU�WKUHDWV�RI�WUDQVIHUV�WR�DUHDV�RI�WKH�

MDLO�WKDW�KDYH�KLJKHU�LQIHFWLRQ�UDWHV�IRU�DQ\�LQIUDFWLRQ����$Q\�UHDGLQJ�RI�WKH�'HFODUDWLRQV�DWWDFKHG�

WR�3ODLQWLIIV�752�HVWDEOLVKHV�WKDW�3ODLQWLIIV�FOHDUO\�YLHZ�TXDUDQWLQLQJ�DV�D�SXQLWLYH�WUDQVIHU���7KH�

'HFODUDWLRQV�H[SUHVVO\�UHIHU�WR�LQPDWHV�QRW�ZDQWLQJ�WR�FRPSODLQ�RI�EHLQJ�VLFN�IRU�IHDU�RI�EHLQJ�

TXDUDQWLQHG���(See TRO Ex. 12)��
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1RWZLWKVWDQGLQJ��WKLV�FRPSRQHQW�RI�WKH�UHTXHVWHG�752�ZDV�DOVR�SUHYLRXVO\�DGGUHVVHG�

DQG�UHVROYHG�E\�WKH�VWLSXODWLRQ�WR�WKH�&RXUW�2UGHU��ZKHUH�LQ�'HIHQGDQWV�DJUHHG�WR�P�(QVXUH�WKDW�

QR�UHWDOLDWRU\�GLVFLSOLQH�LV�QRW�WDNHQ�VROHO\�LQ�UHVSRQVH�WR��D��LQFDUFHUDWHG�SHUVRQV¶�UHTXHVWV�IRU�

PHGLFDO�DWWHQWLRQ�DQG�EDVLF��QHFHVVDU\�SURWHFWLRQV��DQG�RU��E��HIIRUWV�E\�LQFDUFHUDWHG�SHUVRQV�WR�

SXEOLFL]H�XQVDIH�DQG�OLIH�WKUHDWHQLQJ�FRQGLWLRQV�LQVLGH�WKH�-DLO�

���� $SSRLQWPHQW�RI�LQGHSHQGHQW�PRQLWRU�WR�HQVXUH�&RPSOLDQFH��

8QGHU�WKH�WHUPV�DQG�SHULPHWHUV�RI�WKH�&RQVROLGDWHG�&RQVHQW�2UGHU��WKLV�&RXUW�VHUYHV�DV�

WKH�PRQLWRU�RI�WKH�:&-�DQG�WKH�FRQGLWLRQV�RI�FRQILQHPHQW�WKHUHLQ���6LQFH�WKH�LQFHSWLRQ�RI�WKH�

SDQGHPLF�LQ�0LFKLJDQ��DV�VRRQ�DV�0DUFK�����VZLIW�DFWLRQ�KDV�EHHQ�WDNHQ�WR�VFKHGXOH�PHHWLQJV�

ZLWK�DOO�SDUWLHV�DQG�FRQIHU�ZLWK�HYHU\RQH�LQYROYHG�UHJDUGLQJ�WKH�PHDVXUHV�EHLQJ�WDNHQ�UHJDUGLQJ�

WKH�FDUH�RI�WKH�LQPDWHV��VSHFLILFDOO\�LQ�UHVSRQVH�WR�WKH�SDQGHPLF���)XUWKHUPRUH��PHGLFDOO\�

YXOQHUDEOH�LQPDWHV�KDYH�EHHQ�UHYLHZHG�DQG�UHOHDVHG�LQ�D�FROODERUDWLYH�SURFHVV��ZKLFK�LQFOXGH�

LQPDWH�&RXQVHO���3ODLQWLIIV�VLPSO\�FDQQRW�GHPRQVWUDWH�D�QHHG�IRU�DQ�LQGHSHQGHQW�0RQLWRU�DW�WKLV�

WLPH��

%�� 3ODLQWLIIV�)DLOXUH�7R�([KDXVW�$GPLQLVWUDWLYH�5HPHGLHV�3UHFOXGHV�WKHLU�&ODLPV��
�

� 3ODLQWLIIV�FDQQRW�GHPRQVWUDWH�D�OLNHOLKRRG�RI�VXFFHVV�RQ�WKH�PHULWV�EHFDXVH�WKHLU�

FRQVWLWXWLRQDO�FODLPV�DUH�EDUUHG�EHFDXVH�WKH\�GLG�QRW�SXUVXH�DGPLQLVWUDWLYH�UHPHGLHV�DV�UHTXLUHG�

E\�WKH�3/5$�����

������������������������������������������������������������
ϴ��&LYLO�DFWLRQV�FRQFHUQLQJ�SULVRQ�FRQGLWLRQV�DUH�JRYHUQHG�E\�0&/����������HW�VHT��WKH�0LFKLJDQ�
3ULVRQHU�/LWLJDWLRQ�5HIRUP�$FW��³35/$´���7KH�VWDWXWH�VWDWHV�LQ�UHOHYDQW�SDUW��
�

$�SULVRQHU�VKDOO�QRW�ILOH�DQ�DFWLRQ�FRQFHUQLQJ�SULVRQ�FRQGLWLRQV�
XQWLO� WKH� SULVRQHU� KDV� H[KDXVWHG� all� DYDLODEOH� DGPLQLVWUDWLYH�
UHPHGLHV��0&/�����������HPSKDVLV�DGGHG��

�
$Q�DFWLRQ�FRQFHUQLQJ�SULVRQ�FRQGLWLRQV�LV�GHILQHG�DV�³DQ\�FLYLO�SURFHHGLQJ�VHHNLQJ�GDPDJHV�RU�
HTXLWDEOH�UHOLHI�DULVLQJ�ZLWK�UHVSHFW�WR�DQ\�FRQGLWLRQV�RI�FRQILQHPHQW�RU�WKH�HIIHFWV�RI�DQ�DFW�RU� D
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7KH�3ULVRQ�/LWLJDWLRQ�5HIRUP�$FW�RI��������3/5$��SURYLGHV��³1R�DFWLRQ�VKDOO�EH�EURXJKW�

ZLWK�UHVSHFW�WR�SULVRQ�FRQGLWLRQV�XQGHU�VHFWLRQ����������E\�D�SULVRQHU�FRQILQHG�LQ�DQ\�MDLO��SULVRQ��

RU�RWKHU�FRUUHFWLRQDO�IDFLOLW\�XQWLO�VXFK�DGPLQLVWUDWLYH�UHPHGLHV�DV�DUH�DYDLODEOH�DUH�H[KDXVWHG�´����

8�6�&��������H�D���7KLV�H[KDXVWLRQ�UHTXLUHPHQW� LV�PDQGDWRU\�DQG�DSSOLHV� WR�DOO�VXLWV�UHJDUGLQJ�

SULVRQ�FRQGLWLRQV�� UHJDUGOHVV�RI� WKH�QDWXUH�RI� WKH�ZURQJ�RU� WKH� W\SH�RI� UHOLHI� VRXJKW��3RUWHU� Y��

1XVVOH������8�6����������� ��������%RRWK�Y��&KXUQHU������8�6����������� ��������³([KDXVWLRQ´�

XQGHU�WKH�3/5$�PHDQV�³SURSHU�H[KDXVWLRQ�´�:RRGIRUG�Y��1JR������8�6�����������������³3URSHU�

H[KDXVWLRQ´�PHDQV�³FRPSOLDQFH�ZLWK�DQ�DJHQF\
V�GHDGOLQHV�DQG�RWKHU�FULWLFDO�SURFHGXUDO�UXOHV�����´�

,G��DW����� �7KH�8QLWHG�6WDWHV�6XSUHPH�&RXUW�KDV�KHOG� WKDW�³IDLOXUH� WR�H[KDXVW� LV�DQ�DIILUPDWLYH�

GHIHQVH� XQGHU� WKH� 3/5$�� DQG� ���� LQPDWHV� DUH� QRW� UHTXLUHG� WR� VSHFLDOO\� SOHDG� RU� GHPRQVWUDWH�

H[KDXVWLRQ�LQ�WKHLU�FRPSODLQWV�´�-RQHV�Y��%RFN������8�6��������������������6LQFH�WKH�-RQHV�Y��%RFN�

GHFLVLRQ��WKH�6L[WK�&LUFXLW�KDV�VWDWHG�WKDW�FRXUWV�VKRXOG�QRW�LPSRVH�VHYHUH�WHFKQLFDO�UHTXLUHPHQWV�

RQ�SULVRQHUV�ZKR�FRPSO\�ZLWK�WKH�VSLULW�DQG�SXUSRVH�RI�WKH�DGPLQLVWUDWLYH�H[KDXVWLRQ�UXOHV���

>,@W� LV�VXIILFLHQW� IRU�D�FRXUW� WR� ILQG� WKDW�D�SULVRQHU
V� >JULHYDQFH@�JDYH�
SULVRQ�RIILFLDOV�IDLU�QRWLFH�RI�WKH�DOOHJHG�PLVWUHDWPHQW�RU�PLVFRQGXFW�
WKDW�IRUPV�WKH�EDVLV�RI�WKH�FRQVWLWXWLRQDO�RU�VWDWXWRU\�FODLP�PDGH�DJDLQVW�
D�GHIHQGDQW�LQ�D�SULVRQHU
V�FRPSODLQW��� %HOO� Y�� .RQWHK�� ���� )��G� �����
������WK�&LU�������

� �³3URSHU� H[KDXVWLRQ� GHPDQGV� FRPSOLDQFH�ZLWK� DQ� DJHQF\
V� GHDGOLQHV� DQG� RWKHU� FULWLFDO�

SURFHGXUDO�UXOHV�EHFDXVH�QR�DGMXGLFDWLYH�V\VWHP�FDQ�IXQFWLRQ�HIIHFWLYHO\�ZLWKRXW�LPSRVLQJ�VRPH�

RUGHUO\�VWUXFWXUH�RQ�WKH�FRXUVH�RI�LWV�SURFHHGLQJV�´�1JR������6�&W��DW�������$V�REVHUYHG�LQ�-RQHV��

WKH�SULPDU\�SXUSRVH�RI�D�JULHYDQFH�LV�WR�DOHUW�SULVRQ�RIILFLDOV�RI�D�SDUWLFXODU�SUREOHP��-RQHV������

������������������������������������������������������������
DGPLVVLRQ�RI�JRYHUQPHQW�RIILFLDOV��HPSOR\HHV��RU�DJHQWV�LQ�WKH�SHUIRUPDQFH�RI�WKHLU�GXWLHV�0&/�
���������D���$FWLRQV�LQ�ZKLFK�DOOHJHG�LQWHQWLRQDO�WRUWXRXV�EHKDYLRU�DQG�DFWLRQV�WKDW�DUH�FRQVLGHUHG�
WR�EH�LQ�WKH�SHUIRUPDQFH�RI�GXWLHV�DUH�DW�LVVXH�DUH�VXEMHFW�WR�WKH�35/$��$QGHUVRQ�Y�0\HUV������
0LFK�$SS�����������1�:��G������DW��������������
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6�&W��DW������VHH�DOVR�%HOO�Y��.RQWHK������)��G������������WK�&LU��������³>,@W�LV�VXIILFLHQW�IRU�D�FRXUW�

WR�ILQG�WKDW�D�SULVRQHU
V�>JULHYDQFH@�JDYH�SULVRQ�RIILFLDOV�IDLU�QRWLFH�RI�WKH�DOOHJHG�PLVWUHDWPHQW�RU�

PLVFRQGXFW�WKDW�IRUPV�WKH�EDVLV�RI�WKH�FRQVWLWXWLRQDO�RU�VWDWXWRU\�FODLP�PDGH�DJDLQVW�D�GHIHQGDQW�

LQ�D�SULVRQHU
V�FRPSODLQW�´���

,Q� WKLV� PDWWHU�� LQ� RUGHU� WR� PDLQWDLQ� WKH� FXUUHQW� ODZVXLW�� 3ODLQWLIIV� PXVW� VKRZ� WKDW� WKH�

H[KDXVWHG�DOO�DYDLODEOH�DGPLQLVWUDWLYH�UHPHGLHV��$OO�LQPDWHV�RI�:D\QH�&RXQW\�-DLO�UHFHLYH�D�FRS\�

RI� WKH� KDQGERRN� ³,QPDWH� 5XOHV� 	� 5HJXODWLRQV�´� ZKLFK� FRQWDLQV� WKH� SROLF\� UHJDUGLQJ� LQPDWH�

JULHYDQFHV���([KLELW�������

+HUH�3ODLQWLIIV�IDLOXUH�WR�ILOH�JULHYDQFHV�FRQFHUQLQJ�FRQGLWLRQV�RI�FRQILQHPHQW�GHIHDWV�WKH�

SULPDU\�SXUSRVH�RI�WKH�3/5$��ZKLFK�LV�WR�DOHUW�SULVRQ�RU�MDLO�RIILFLDOV�RI�D�SDUWLFXODU�SUREOHP�VR�

WKDW�WKH\�PD\�KDYH�DQ�RSSRUWXQLW\�WR�UHPHG\�WKH�VLWXDWLRQ���%HFDXVH�WKLV�ZDV�QRW�GRQH��3ODLQWLIIV�

FDQQRW�SUHYDLO�RQ�WKH�FRQVWLWXWLRQDO�FODLPV�IRU�IDLOLQJ�WR�H[KDXVW�DGPLQLVWUDWLYH�UHPHGLHV���3/5$��

���8�6�&��������H�D���

,9�� &RQFOXVLRQ�

3ODLQWLIIV�KDYH�QRW�D�PDGH�D�VKRZLQJ�WKH\�DUH�OLNHO\�WR�VXFFHHG�RQ�WKH�PHULWV�RI�WKHLU�

0RQHOO�FODLP�DQG�FRQVHTXHQWO\�WKHUH�LV�QR�EDVLV�IRU�D�752��7KRPDV��VXSUD���1RQH�RI�WKH�DERYH�

HYLGHQFH�WHQGV�WR�VKRZ�WKDW�'HIHQGDQWV�VXEMHFWLYHO\�EHOLHYHG�WKH�PHDVXUHV�WKH\�ZHUH�WDNLQJ�

ZHUH�LQDGHTXDWH��3ODLQWLII�KDYH�IDLOHG�WR�SUHVHQW�DQ\�HYLGHQFH�IURP�ZKLFK�WR�HVWDEOLVK�WKDW�

'HIHQGDQWV�KDYH�EHHQ�GHOLEHUDWHO\�LQGLIIHUHQW�WR�WKH�FDUH�RI�WKH�LQPDWHV�LQ�UHVSRQVH�WR�WKH�FXUUHQW�

KHDOWK�FDUH�FULVLV����

:KLOH�WKH�SURRI�VXSSRUWV�D�ILQGLQJ�WKDW�WKH�PHDVXUHV�PD\�KDYH�EHHQ�LQHIIHFWLYH�LQ�

FRPSOHWHO\�HUDGLFDWLQJ�WKH�ULVN�RI�&RYLG����LQ�WKH�MDLO��WKHUH�DUH�QR�PHDVXUHV�FXUUHQWO\�DYDLODEOH�

WKDW�ZLOO�GR�WKDW�IRU�DQ\�IDFLOLW\��SULVRQ�RU�RWKHUZLVH��7KLV�UHDOLW\�LV�QRW�VXIILFLHQW�WR�ILQG�WKDW�
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3ODLQWLIIV�DUH�OLNHO\�WR�VXFFHHG�RQ�WKHLU�GHOLEHUDWH�LQGLIIHUHQFH�FODLPV��EHFDXVH�WKH�HYLGHQFH�GRHV�

QRW�VKRZ�WKDW�'HIHQGDQWV�DFWHG�ZLWK�WKH�OHYHO�RI�LQGLIIHUHQFH�DNLQ�WR�FULPLQDO�UHFNOHVVQHVV���

7KHUH�LV�QR�HYLGHQFH�RI�'HIHQGDQWV¶�FXOSDEOH�PHQWDO�VWDWH��DQG�WKLV�ODFN�RI�HYLGHQFH�

UHQGHUV�LW�XQOLNHO\�WKDW�3ODLQWLIIV�ZLOO�SUHYDLO�RQ�WKHLU�GHOLEHUDWH�LQGLIIHUHQFH�FODLP��6HH�5KLQHKDUW�

Y��6FXWW������)��G������������WK�&LU���������FLWLQJ�)DUPHU������8�6��DW�������³$>Q@�>RIILFLDO@�LV�

QRW�OLDEOH�XQGHU�WKH�(LJKWK�$PHQGPHQW�LI�KH�RU�VKH�SURYLGHV�UHDVRQDEOH�WUHDWPHQW��HYHQ�LI�WKH�

RXWFRPH�RI�WKH�WUHDWPHQW�LV�LQVXIILFLHQW�RU�HYHQ�KDUPIXO�´���6ZDLQ��1R�����������&�������:/�

���������DW�
���UHYHUVLQJ�D�ILQGLQJ�RI�GHOLEHUDWH�LQGLIIHUHQFH�EHFDXVH�³WKH�GLVWULFW�FRXUW�FLWHG�QR�

HYLGHQFH�WR�HVWDEOLVK�WKDW�WKH�GHIHQGDQWV�VXEMHFWLYHO\�EHOLHYHG�WKH�PHDVXUHV�WKH\�ZHUH�WDNLQJ�

ZHUH�LQDGHTXDWH´���9DOHQWLQH������)��G�DW������³>7@UHDWLQJ�LQDGHTXDWH�PHDVXUHV�DV�GLVSRVLWLYH�RI�

WKH�'HIHQGDQWV¶�PHQWDO�VWDWH�������UHVHPEOHV�WKH�VWDQGDUG�IRU�FLYLO�QHJOLJHQFH��ZKLFK�)DUPHU�

H[SOLFLWO\�UHMHFWHG�´����

7KH�SODLQWLIIV�FDQQRW�SUHVHQW�FRQYLQFLQJ�HYLGHQFH�WKDW�'HIHQGDQW¶V�UHVSRQVH�ZDV�QRW�

DGHTXDWH�HQRXJK����'HIHQGDQW¶V�OHQJWK\�OLVW�RI�DFWLRQV�WDNHQ�WR�SURWHFW�WKH�DQG�IXUWKHUPRUH�WKH�

VXEMHFWLYH�HYLGHQFH�UHTXLUHG�E\�D�GHOLEHUDWH�LQGLIIHUHQFH�FODLPV�WKDW�VKRZ�WKDW�'HIHQGDQWV�

VXEMHFWLYHO\�EHOLHYHG�WKHLU�DFWLRQV�DUH�LQDGHTXDWH����

,Q�FRQWUDVW�WR�WKH�DEVHQFH�RI�HYLGHQFH�VKRZLQJ�VXEMHFWLYH�GHOLEHUDWH�LQGLIIHUHQFH��WKHUH�LV�

VXEVWDQWLDO�HYLGHQFH�WKDW�WKH�:&-�KDV�LPSOHPHQWHG�VHYHUDO�LPSRUWDQW�PHDVXUHV�WR�FRPEDW�

&29,'������7KLV�HYLGHQFH�EHOLHV�WKH�QRWLRQ�WKDW�'HIHQGDQWV�DFWHG�LQ�D�FULPLQDOO\�UHFNOHVV�
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