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9LD�(OHFWURQLF�'HOLYHU\

'HFHPEHU���������'HFHPEHU �������

2IILFH�RI�5HJXODWLRQV�DQG�,QWHUSUHWDWLRQV
(PSOR\HH�%HQHILWV�6HFXULW\�$GPLQLVWUDWLRQ��5RRP�1�����
8�6��'HSDUWPHQW�RI�/DERU
����&RQVWLWXWLRQ��$YH��1:
:DVKLQJWRQ��'&�������

5H��3UXGHQFH�DQG�/R\DOW\�LQ�6HOHFWLQJ 3ODQ�,QYHVWPHQWV�DQG�([HUFLVLQJ�6KDUHKROGHU�
5LJKWV��5,1������$&��

7R�:KRP�,W�0D\�&RQFHUQ�

:H�DSSUHFLDWH�WKH�'HSDUWPHQW�RI�/DERU¶V��'2/� ZRUN�RQ�WKH SURSRVHG�UHJXODWLRQ�³3UXGHQFH�DQG�
/R\DOW\�LQ�6HOHFWLQJ�3ODQ�,QYHVWPHQWV�DQG�([HUFLVLQJ�6KDUHKROGHU�5LJKWV´ �3URSRVHG�
5HJXODWLRQ�� )RU�RYHU ���\HDUV��'2/�LVVXHG�VXEUHJXODWRU\�JXLGDQFH�LQ�WKHVH�DUHDV��,Q�������WKH�
'2/�LVVXHG�D�ILQDO�UHJXODWLRQ ZLWK�UHVSHFW�WR�ERWK�LQYHVWPHQW�GXWLHV�DQG�SUR[\�YRWLQJ��HDFK�
XQGHU�VHSDUDWH�UXOHPDNLQJ�������5HJXODWLRQ���7KH�3URSRVHG�5HJXODWLRQ�DPHQGV�WKH������
5HJXODWLRQ��2XU�FRPPHQWV�FRQWDLQ WZR�RYHUDUFKLQJ�JRDOV��QHXWUDOLW\�DQG�ORQJHYLW\� 7KH�ILUVW�
JRDO�IRFXVHV RQ�FKDQJHV�WR�PDNH�WKH�ILQDO�UHJXODWLRQ�QHXWUDO�ZLWK�UHVSHFW�WR�D�SDUWLFXODU�W\SH�RI�
LQYHVWPHQW�DQG�LQVWHDG�RQO\�WR�IRFXV�RQ�D�SUXGHQW�SURFHVV� 7KH�VHFRQG�JRDO�LV�WR�GHYHORS�D�ILQDO�
UHJXODWLRQ�WKDW�ZLOO�VWDQG�WKH�WHVW�RI�WLPH�DQG�SXW�DQ�HQG�WR�WKH�FKDQJH�LQ�SRVLWLRQV WKDW�RFFXUV�
ZLWK�D�FKDQJH�LQ�FRQWURO�RI�WKH�([HFXWLYH�%UDQFK� 0DNLQJ�LQYHVWPHQW�GHFLVLRQV�XQGHU�SODQV�
JRYHUQHG�E\�WKH�(PSOR\HH�5HWLUHPHQW�,QFRPH�6HFXULW\�$FW�RI�������(5,6$��LV�D�YHU\�GLIILFXOW�
XQGHUWDNLQJ� 7R�IXOILOO�WKHLU�GXWLHV��SODQ�ILGXFLDULHV�QHHG�FHUWDLQW\�IURP�WKH�'2/� UHJDUGOHVV�RI�
WKH SDUW\�RFFXS\LQJ WKH�:KLWH�+RXVH�IURP�ERWK�D�UHJXODWRU\�DQG�HQIRUFHPHQW�VWDQGDUG�

7KH�&KDPEHU�PDNHV�WKH�IROORZLQJ�UHFRPPHQGDWLRQV�UHJDUGLQJ�WKH�3URSRVHG�5HJXODWLRQ�

x 7KURXJKRXW�WKH�3URSRVHG�5HJXODWLRQ��XVH�WKH�ORQJ�VWDQGLQJ�(5,6$�VWDQGDUG�RI�
³UHOHYDQW´ UDWKHU�WKDQ�³PDWHULDO�´

x :LWK�UHVSHFW�WR�³DSSURSULDWH�FRQVLGHUDWLRQ´�LQ�FODXVH��E�����L���GHOHWH�WKH�ODQJXDJH�
³FRPSDUHG�ZLWK�WKH�RSSRUWXQLW\�IRU�JDLQV�DVVRFLDWHG�ZLWK�UHDVRQDEO\�DYDLODEOH�
DOWHUQDWLYHV�ZLWK�VLPLODU�ULVN�´

x :LWK�UHVSHFW�WR�WKH�DVVHVVPHQW�RI�WKH�SURMHFWHG�UHWXUQ�LQ�VXEFODXVH��E�����LL��&���GHOHWH�
WKH�FODXVH�³ZKLFK�PD\�RIWHQ�UHTXLUH�DQ�HYDOXDWLRQ�RI�WKH�HFRQRPLF�HIIHFWV�RI�FOLPDWH�
FKDQJH�DQG�RWKHU�HQYLURQPHQWDO��VRFLDO��RU�JRYHUQDQFH�IDFWRUV�RQ�WKH�SDUWLFXODU�
LQYHVWPHQW�RU�LQYHVWPHQW�FRXUVH�RI�DFWLRQ´ �RU��DOWHUQDWLYHO\��FODULI\�WKDW�WKLV�DOVR�PD\�
QRW�EH�UHTXLUHG�GHSHQGLQJ�RQ�WKH�IDFWV�DQG�FLUFXPVWDQFHV��
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x &RQVLGHU�LVVXLQJ�VHSDUDWH�UHJXODWLRQV�ZLWK�UHVSHFW�WR�(5,6$�6HFWLRQ�����F��SODQV��RU�DW�
OHDVW�FODULI\�KRZ�WKH�ILQDO�UHJXODWLRQ�ZRXOG�DSSO\�WR�VXFK�SODQV�

x 'HOHWH�WKH�H[DPSOHV�LQ�VXESDUDJUDSK��E���� DQG�WKH�UHIHUHQFH�LQ�SDUDJUDSK��F��
x &ODULI\�WKDW�HDFK�LQYHVWPHQW�PXVW EH�VHOHFWHG�DV�SDUW�RI�D�SUXGHQW�SURFHVV EHIRUH�

DSSOLFDWLRQ�RI�WKH�FROODWHUDO�EHQHILW�UXOH�
x 'HOHWH�WKH�GLVFORVXUH�UHTXLUHPHQW�ZLWK�UHVSHFW�WR�WKH�FROODWHUDO�EHQHILWV�UXOH�
x &ODULI\�WKDW�FROODWHUDO�EHQHILW�UXOH�GRHV�QRW�DSSO\�LQ�WKH�FRQWH[W�RI�WKH�VHOHFWLRQ�RI�

LQYHVWPHQW�OLQH�XSV�LQ�SDUWLFLSDQW�GLUHFWHG�SODQV�ZKHUH�WKH�LQYHVWPHQW�VHOHFWLRQ�PD\�QRW�
EH�D�]HUR�VXP JDPH�

%DFNJURXQG

8QGHU�(5,6$��SODQ�ILGXFLDULHV�PXVW�

GLVFKDUJH�>WKH�ILGXFLDU\¶V@�«�GXWLHV�ZLWK�UHVSHFW�WR�D�SODQ�VROHO\�LQ�WKH�LQWHUHVW�RI�WKH�
SDUWLFLSDQWV�DQG�EHQHILFLDULHV�DQG �

�$��IRU�WKH�H[FOXVLYH�SXUSRVH�RI���L��SURYLGLQJ�EHQHILWV�WR�SDUWLFLSDQWV�DQG�WKHLU�
EHQHILFLDULHV��DQG��LL��GHIUD\LQJ�UHDVRQDEOH�H[SHQVHV�RI�DGPLQLVWHULQJ�WKH�SODQ��

�%��ZLWK�WKH�FDUH��VNLOO��SUXGHQFH��DQG�GLOLJHQFH�XQGHU�WKH�FLUFXPVWDQFHV�WKHQ�
SUHYDLOLQJ�WKDW�D�SUXGHQW�«>SHUVRQ@�DFWLQJ�LQ�D�OLNH�FDSDFLW\�DQG�IDPLOLDU�ZLWK�
VXFK�PDWWHUV�ZRXOG�XVH�LQ�WKH�FRQGXFW�RI�DQ�HQWHUSULVH�RI�D�OLNH�FKDUDFWHU�DQG�ZLWK�
OLNH�DLPV��

7KHVH�SURYLVLRQV�DUH�NQRZQ�DV�WKH�GXW\�RI�OR\DOW\�DQG�WKH�GXW\�RI�SUXGHQFH���,Q�������WKH�'2/�
LVVXHG�WKH�,QYHVWPHQW�'XW\�UHJXODWLRQ�ZLWK�UHVSHFW�WR�WKH�GXW\�RI�OR\DOW\��

(5,6$�SURYLGHV�DQ�H[FHSWLRQ�IRU�ILGXFLDU\�OLDELOLW\ IRU�DQ\�ORVV XQGHU�(5,6$�6HFWLRQ�����F� ����
8�6�&��� �����F�� DV�WR�SDUWLFLSDQWV�DQG�EHQHILFLDULHV�ZKR�H[HUFLVH�LQYHVWPHQW�FRQWURO�RYHU�WKHLU�
GHILQHG�FRQWULEXWLRQ�SODQ�DFFRXQWV��6XFK�D�SDUWLFLSDQW�RU�EHQHILFLDU\�LV�QRW�FRQVLGHUHG�D�ILGXFLDU\�
DQG�QR�RWKHU�ILGXFLDU\�LV�OLDEOH�IRU�DQ\�ORVV�WKDW�UHVXOWV�IURP�WKH�H[HUFLVH�RI�FRQWURO��7KLV�VHFWLRQ�
ZDV�SDUW�RI�(5,6$�DV�HQDFWHG�LQ�������EXW�WKH�'2/�GLG�QRW�ILQDOL]H�UHJXODWLRQV�XQGHU�WKLV�
VHFWLRQ�XQWLO�������

6WDUWLQJ�LQ�������WKH�'2/�LVVXHG�VXEUHJXODWRU\�JXLGDQFH�RQ�(5,6$¶V�ILGXFLDULHV�GXWLHV�ZLWK�
UHVSHFW�WR�LQYHVWLQJ�LQ�HFRQRPLFDOO\�WDUJHWHG�LQYHVWPHQWV�DQG�LQYHVWPHQWV�ZLWK�HQYLURQPHQWDO��
VRFLDO� RU�JRYHUQDQFH�IDFWRUV�� ,Q�-XQH�������WKH�'2/�LVVXHG�D�SURSRVHG�UHJXODWLRQ�������
3URSRVHG�,QYHVWPHQW�'XW\�5HJXODWLRQ��UHODWLQJ�WR�WKH�GXW\�RI�SUXGHQFH�DQG�OR\DOW\�ZLWK�UHVSHFW�

� (5,6$�������D������8�6�&���������D��
� ���)HG��5HJ� ��������������-XQH�����������
� 6HH ���)HG��5HJ���������2FW������������
� 6HH ,QWHUSUHWLYH�%XOOHWLQ���������,QWHUSUHWLYH�%XOOHWLQ��������� ,QWHUSUHWLYH�%XOOHWLQ�����±����DQG�)LHOG�
$VVLVWDQFH�%XOOHWLQ����������
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WR LQYHVWPHQWV�� 7KLV UHJXODWLRQ ZDV�ILQDOL]HG�RQ�1RYHPEHU����������� DQG�LW�UHSODFHG�WKH������
UHJXODWLRQ�

,W�KDV�EHHQ�WKH�'2/¶V�ORQJ�KHOG�YLHZ�WKDW�YRWLQJ�SUR[LHV�LV�D�ILGXFLDU\�REOLJDWLRQ� ,W�DOVR�KDV�
EHHQ�WKH�&KDPEHU¶V�YLHZ�WKDW�DOO�HQWLWLHV�YRWLQJ�SUR[LHV��LQFOXGLQJ�(5,6$�SODQ�ILGXFLDULHV��QHHG�
WR�RSHUDWH�RQ�WUDQVSDUHQW��PDWHULDO� DQG�DFFXUDWH�LQIRUPDWLRQ��:LWKRXW�WKLV��SODQ�ILGXFLDULHV�DUH�
XQDEOH�WR�IXOILOO WKHLU�ILGXFLDU\�REOLJDWLRQ�RQ�ZKHWKHU�DQG KRZ�WR�YRWH�SUR[LHV��2YHU�WKH�\HDUV��
'2/�LVVXHG�JXLGDQFH�ZLWK�UHVSHFW WR�WKHVH�REOLJDWLRQV�� ,Q�6HSWHPEHU������ WKH�'2/ LVVXHG�D�
SURSRVHG�SUR[\�YRWLQJ�UHJXODWLRQ ������3URSRVHG�3UR[\�9RWLQJ�5HJXODWLRQ��DV�SDUDJUDSK��H��WR�
WKH������3URSRVHG�,QYHVWPHQW�'XW\�5HJXODWLRQ��DQG�WKH�UHJXODWLRQ�ZDV�ILQDOL]HG RQ�'HFHPEHU
����������

7KH������5HJXODWLRQ��LQFOXGLQJ SDUDJUDSK��H��WKDW�UHODWHV�WR�SUR[\�YRWLQJ� ZDV FRGLILHG�DW����
&�)�5� 6HFWLRQ���������D����DQG�LW�EHFDPH�HIIHFWLYH�LQ�-DQXDU\�RI������ +RZHYHU��VXEVHTXHQW�
([HFXWLYH�2UGHUV�DQG�QRQ�HQIRUFHPHQW�DFWLRQ�E\�WKH�'2/�PHDQW�WKDW�WKH������5HJXODWLRQ
ZRXOG�EH�VXEMHFW�WR�IXUWKHU�UHYLHZ�DQG�UHYLVHG�UXOHPDNLQJ��)LUVW��RQ�-DQXDU\�����������3UHVLGHQW�
%LGHQ�VLJQHG�([HFXWLYH�2UGHU�������� ZKLFK�UHTXLUHG�WKH�KHDGV�RI�DOO�DJHQFLHV�WR UHYLHZ DOO�
H[LVWLQJ�UHJXODWLRQV�SURPXOJDWHG��LVVXHG� RU�DGRSWHG�EHWZHHQ�-DQXDU\����������DQG�-DQXDU\�����
�����WKDW�PD\�EH�LQFRQVLVWHQW�ZLWK�WKH�SROLFLHV�OLVWHG�LQ�VHFWLRQ���RI�WKH�2UGHU��LQFOXGLQJ
³EROVWHU>LQJ@ UHVLOLHQFH�WR�WKH�LPSDFWV�RI�FOLPDWH�FKDQJH�´ $�IDFW�VKHHW�LVVXHG�LQ�FRQMXQFWLRQ�ZLWK�
WKH�([HFXWLYH�2UGHU�OLVWHG�WKH������5HJXODWLRQ�DV�RQH�RI�WKH�UHJXODWLRQV VXEMHFW�WR�UHYLHZ���

6HFRQG��LQ�0DUFK�RI������ '2/�LVVXHG�DQ�HQIRUFHPHQW�SROLF\�VWDWHPHQW�WKDW�LW�ZLOO�QRW�HQIRUFH�
WKH �����5HJXODWLRQ�ZLWK�UHVSHFW�WR�DQ�LQYHVWPHQW��LQFOXGLQJ�D�4XDOLILHG�'HIDXOW�,QYHVWPHQW�
$OWHUQDWLYH��4',$���RU�LQYHVWPHQW�FRXUVH�RI�DFWLRQ�RU�ZLWK�UHVSHFW�WR�DQ�H[HUFLVH�RI�VKDUHKROGHU�
ULJKWV���

7KLUG��RQ�0D\�����������WKH�:KLWH�+RXVH�LVVXHG�([HFXWLYH�2UGHU������ ZKLFK��DPRQJ�RWKHU�
REMHFWLYHV��FDOOV�RQ�WKH�'2/�WR�FRQVLGHU�SXEOLVKLQJ�D�SURSRVHG�UXOH�WR�³VXVSHQG��UHYLVH��RU�
UHVFLQG�µ)LQDQFLDO�)DFWRUV LQ�6HOHFWLQJ�3ODQ�,QYHVWPHQWV�¶ ���)5��������1RYHPEHU������������

� ���)HG��5HJ���������-XQH�����������
� ���)HG��5HJ���������1RY� ����������
� 6HH ,QWHUSUHWLYH�%XOOHWLQ����������,QWHUSUHWLYH�%XOOHWLQ��������� DQG�)LHOG�$VVLVWDQFH�%XOOHWLQ����������
����)HG��5HJ���������6HSW���������� DQG ���)HG��5HJ���������'HF������������
� 6HH 7KH�:KLWH�+RXVH�([HFXWLYH�2UGHU�RQ�3URWHFWLQJ�3XEOLF�+HDOWK�DQG�WKH�(QYLURQPHQW�DQG�5HVWRULQJ�6FLHQFH�WR�
7DFNOH�WKH�&OLPDWH�&ULVLV��-DQ����������� DYDLODEOH�DW�KWWSV���ZZZ�ZKLWHKRXVH�JRY�EULHILQJ�URRP�SUHVLGHQWLDO�
DFWLRQV������������H[HFXWLYH�RUGHU�SURWHFWLQJ�SXEOLF�KHDOWK�DQG�HQYLURQPHQW�DQG�UHVWRULQJ�VFLHQFH�WR�WDFNOH�
FOLPDWH�FULVLV��
ϭϬ 6HH )DFW�6KHHW��/LVW�RI�$JHQF\�$FWLRQV�IRU�5HYLHZ��-DQXDU\��������� DYDLODEOH�DW�
KWWSV���ZZZ�ZKLWHKRXVH�JRY�EULHILQJ�URRP�VWDWHPHQWV�UHOHDVHV������������IDFW�VKHHW�OLVW�RI�DJHQF\�DFWLRQV�IRU�
UHYLHZ�͘�
�� 6HH 8�6��'(3$570(17�2)�/$%25�6WDWHPHQW�5HJDUGLQJ�(QIRUFHPHQW�RI�,WV�)LQDO�5XOHV�RQ�(6*�,QYHVWPHQWV�
DQG�3UR[\�9RWLQJ�E\�(PSOR\HH�%HQHILW�3ODQV��0DUFK����������DYDLODEOH�DW�
KWWSV���ZZZ�GRO�JRY�VLWHV�GROJRY�ILOHV�HEVD�ODZV�DQG�UHJXODWLRQV�ODZV�HULVD�VWDWHPHQW�RQ�HQIRUFHPHQW�RI�ILQDO�
UXOHV�RQ�HVJ�LQYHVWPHQWV�DQG�SUR[\�YRWLQJ�SGI�´
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DQG�µ)LGXFLDU\�'XWLHV�5HJDUGLQJ�3UR[\�9RWLQJ�DQG�6KDUHKROGHU�5LJKWV�¶ ���)5�������
�'HFHPEHU�����������´��

$QDO\VLV RI�WKH�3URSRVHG�5HJXODWLRQ

3DUDJUDSK��E����3UXGHQFH

3DUDJUDSK��E��SURYLGHV�D�VDIH�KDUERU�IRU�WKH�GXW\�RI�SUXGHQFH��8QGHU�WKH�VDIH�KDUERU��D�ILGXFLDU\�
PXVW�³JLYH�DSSURSULDWH�FRQVLGHUDWLRQ�WR�WKRVH�IDFWV�DQG�FLUFXPVWDQFHV�WKDW�WKH�ILGXFLDU\�NQRZV�
DUH�UHOHYDQW«�´��

8QGHU�WKH�3URSRVHG�5HJXODWLRQ FODXVH �E�����L���DSSURSULDWH�FRQVLGHUDWLRQ�LQFOXGHV��EXW�LV�QRW�
OLPLWHG�WR�

$�GHWHUPLQDWLRQ�WKDW�WKH�LQYHVWPHQW�RU�LQYHVWPHQW�FRXUVH�RI�DFWLRQ�LV�UHDVRQDEO\�
GHVLJQHG�WR�IXUWKHU�WKH�SXUSRVH�RI�WKH�SODQ��WDNLQJ�LQWR�FRQVLGHUDWLRQ�WKH�ULVN�RI�ORVV�DQG�
WKH�RSSRUWXQLW\�IRU�JDLQ�DVVRFLDWHG�ZLWK�WKH�LQYHVWPHQW�RU�LQYHVWPHQW�FRXUVH�RI�DFWLRQ�
FRPSDUHG�ZLWK�WKH�RSSRUWXQLW\�IRU�JDLQV�DVVRFLDWHG�ZLWK�UHDVRQDEO\�DYDLODEOH�
DOWHUQDWLYHV�ZLWK�VLPLODU�ULVN �HPSKDVLV�DGGHG��

7KH�HPSKDVL]HG�ODQJXDJH�ZDV�D�FDUU\RYHU�IURP�WKH����� 5HJXODWLRQ��,Q�WKH�SUHDPEOH WR�WKH�
3URSRVHG�5HJXODWLRQ��WKH�'2/�VWDWHV�

7KH�'HSDUWPHQW�H[SHFWV�WKDW�WKH�SURYLVLRQ�VKRXOG�EH�FRPPRQO\�XQGHUVWRRG�E\�SODQ�
ILGXFLDULHV�DQG�XQFRQWURYHUVLDO�LQ�QDWXUH��&RPPHQWV�DUH�VROLFLWHG�RQ�ZKHWKHU�LW�LV�
QHFHVVDU\�WR�UHVWDWH�WKLV�SULQFLSOH�RI�JHQHUDO�DSSOLFDELOLW\�DV�SDUW�RI�WKLV�SUXGHQFH�VDIH�
KDUERU���

$OWKRXJK�ZH�DJUHH�WKDW�LW�LV�FRPPRQO\�XQGHUVWRRG�WKDW�D�ILGXFLDU\�VKRXOG�FRPSDUH VLPLODU�
DYDLODEOH�LQYHVWPHQWV�ZKHQ�PDNLQJ�DQ�LQYHVWPHQW�GHFLVLRQ��WKH�EROGHG�ODQJXDJH�TXRWHG�DERYH�
GRHV�QRW�QHHG�WR�EH�LQFOXGHG�LQ�WKH�ILQDO�UHJXODWLRQ�EHFDXVH�LQFOXGLQJ�WKH�WHUP�³UHDVRQDEO\
DYDLODEOH´ ZLOO�KDYH�PDQ\�VHFRQG�JXHVVLQJ ZKDW�LV�³UHDVRQDEO\�DYDLODEOH�´�,Q�UHVSRQVH�WR�
FRQFHUQV LQ�WKH������3URSRVHG�,QYHVWPHQW�'XW\�5HJXODWLRQ��LQ�WKH�SUHDPEOH�WR�WKH������
5HJXODWLRQ��'2/�VWDWHG�WKDW�³WKH�UXOH�GRHV�QRW�UHTXLUH�ILGXFLDULHV�WR�VFRXU�WKH�PDUNHW�RU�WR�
FRQVLGHU�HYHU\�SRVVLEOH�DOWHUQDWLYH�´�� +RZHYHU��HYHQ�ZLWK�WKLV DWWHPSWHG�FODULILFDWLRQ��WKHUH
UHPDLQHG�FRQFHUQV WKDW�WKLV�ODQJXDJH�FRXOG�EH�XVHG�WR�FKDOOHQJH�ILGXFLDULHV¶�GHWHUPLQDWLRQ�WKDW�
WKH�QXPEHU�RI�LQYHVWPHQWV WR�ZKLFK�WKH\�FRPSDUHG�WKH�FKRVHQ�LQYHVWPHQW�ZDV�QRW�³UHDVRQDEOH�´�
*LYHQ�WKH�HYHU�LQFUHDVLQJ�OLWLJDWLRQ�ZLWK�UHVSHFW�WR�LQYHVWPHQW�RSWLRQV�LQ�SDUWLFLSDQW�GLUHFWHG
GHILQHG�FRQWULEXWLRQ�SODQV��ZH�EHOLHYH�WKDW�WKH�EROGHG�ODQJXDJH�VKRXOG�EH�GHOHWHG���

�� 6HH 7KH�:KLWH�+RXVH�([HFXWLYH�2UGHU�RQ�&OLPDWH�5HODWHG�)LQDQFLDO�5LVN��0D\���������� DYDLODEOH�DW
KWWSV���ZZZ�ZKLWHKRXVH�JRY�EULHILQJ�URRP�SUHVLGHQWLDO�DFWLRQV������������H[HFXWLYH�RUGHU�RQ�FOLPDWH�UHODWHG�
ILQDQFLDO�ULVN��
�� ���&�)�5������������D���E�����
�� ���)HG��5HJ���������2FW������������
�� ���)HG��5HJ� ��������������1RY������������
�� 6HH�$,*��8QGHUVWDQGLQJ�WKH�5DSLG�5LVH�LQ�([FHVVLYH�)HH�&ODLPV ��������
KWWSV���ZZZ�DLJ�FRP�FRQWHQW�GDP�DLJ�DPHULFD�FDQDGD�XV�GRFXPHQWV�EXVLQHVV�PDQDJHPHQW�OLDELOLW\�SHQVLRQ�WUXVWHH�
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8QGHU�WKH�3URSRVHG�5HJXODWLRQ FODXVH��E�����LL���DSSURSULDWH�FRQVLGHUDWLRQ�DOVR�LQFOXGHV
³>F@RQVLGHUDWLRQ�RI�WKH�IROORZLQJ�IDFWRUV�DV�WKH\�UHODWH�WR�VXFK�SRUWLRQ�RI�WKH�SRUWIROLR��

�$��7KH�FRPSRVLWLRQ�RI�WKH�SRUWIROLR�ZLWK�UHJDUG�WR�GLYHUVLILFDWLRQ��

�%��7KH�OLTXLGLW\�DQG�FXUUHQW�UHWXUQ�RI�WKH�SRUWIROLR�UHODWLYH�WR�WKH�DQWLFLSDWHG�FDVK�IORZ�
UHTXLUHPHQWV�RI�WKH�SODQ��DQG�

�&� 7KH�SURMHFWHG�UHWXUQ�RI�WKH�SRUWIROLR�UHODWLYH�WR�WKH�IXQGLQJ�REMHFWLYHV�RI�WKH�SODQ��
ZKLFK�PD\�RIWHQ�UHTXLUH�DQ�HYDOXDWLRQ�RI�WKH�HFRQRPLF�HIIHFWV�RI�FOLPDWH�FKDQJH�DQG�
RWKHU�HQYLURQPHQWDO��VRFLDO��RU�JRYHUQDQFH�IDFWRUV�RQ�WKH SDUWLFXODU�LQYHVWPHQW�RU�
LQYHVWPHQW�FRXUVH�RI�DFWLRQ �HPSKDVLV�DGGHG��

7KH�ILQDO�UHJXODWLRQ�VKRXOG�SURYLGH�VWDEOH��ORQJ�ODVWLQJ�JXLGDQFH�WR�ILGXFLDULHV�LQ�FDUU\LQJ�RXW�
WKHLU�GXWLHV��7KH�FRQVWDQW�EDFN�DQG�IRUWK�RYHU�WKH�\HDUV�GHSHQGLQJ�RQ�WKH�DGPLQLVWUDWLRQ KDV�GRQH�
MXVW�WKH�RSSRVLWH��7R�HQVXUH�LWV�ORQJHYLW\ DQG�VWDELOLW\��WKH�ILQDO�UHJXODWLRQ�VKRXOG�QRW�VLQJOH�RXW�
DQ\�IDFWRU EHFDXVH�LQYHVWPHQW�IDFWRUV FKDQJH�RYHU�WLPH�DV�LQYHVWPHQW�WKHRULHV�HYROYH��,QVWHDG��
WKH�ILQDO�UHJXODWLRQ�VKRXOG� DV�(5,6$�UHTXLUHV��IRFXV�RQ�WKH�SURFHVV�DQG�WKH�³IDFWV�DQG�
FLUFXPVWDQFHV´�WHVW��$V�VXFK��WKH�HPSKDVL]HG�ODQJXDJH�DERYH�LQ�VXEFODXVH��&��VKRXOG�EH�GHOHWHG�

,Q�WKH�DOWHUQDWLYH��LI�WKH�'2/�GRHV�QRW�GHOHWH�WKLV�VXEFODXVH��LW�VKRXOG�PRGLI\�LW�WR SURYLGH�WKDW�
³DQG��GHSHQGLQJ�RQ�WKH�IDFWV�DQG�FLUFXPVWDQFHV�DQG�WKH�DFWXDO�LQYHVWPHQW� PD\�RU�PD\�QRW�
UHTXLUH�DQ�HYDOXDWLRQ RI�WKH�HFRQRPLF�HIIHFWV�RI�FOLPDWH�FKDQJH�DQG�RWKHU�HQYLURQPHQWDO��VRFLDO��
RU�JRYHUQDQFH�IDFWRUV�RQ�WKH�SDUWLFXODU�LQYHVWPHQW�RU�LQYHVWPHQW�FRXUVH�RI�DFWLRQ�´ ��

7KHUH�DOVR�LV�FRQFHUQ�WKDW�WKH�3URSRVHG�5HJXODWLRQ�LV�QRW�VXLWHG�IRU�WKH�LQYHVWPHQW�
UHVSRQVLELOLWLHV�IRU�SDUWLFLSDQW�GLUHFWHG�GHILQHG�FRQWULEXWLRQV�SODQV��DQG�LQVWHDG� LW�KDV�D�IRFXV�RQ
GHILQHG�EHQHILW�LQYHVWLQJ��$OPRVW�DOO�WKH�IDFWRUV�TXRWHG�DERYH��VXFK�DV�IXQGLQJ�REMHFWLYHV�DQG�
SRUWIROLR�GLYHUVLILFDWLRQ��FXUUHQW�UHWXUQV� DQG�FDVK�IORZ��SULPDULO\�UHODWH�WR�GHILQHG�EHQHILW�SODQV�
DQG�DUH�ODUJHO\�LUUHOHYDQW�WR�SDUWLFLSDQW�GLUHFWHG�GHILQHG�FRQWULEXWLRQ�SODQV� 7KLV�LV�QRW�VXUSULVLQJ�
EHFDXVH�WKH�SUXGHQFH�VWDQGDUG ZDV�GUDZQ�IURP�WKH�RULJLQDO������UHJXODWLRQ ZKLFK�ZDV�LVVXHG�
ZKHQ�SDUWLFLSDQW�GLUHFWHG�LQGLYLGXDO�DFFRXQW�SODQV ZHUH�UHODWLYHO\�XQFRPPRQ��,W�ZDV�QRW�XQWLO�
�����WKDW�WKH�'2/�LVVXHG�LWV�UHJXODWLRQ�XQGHU�(5,6$�6HFWLRQ�����F��WKDW�DGGUHVVHV�WKH�XQLTXH�
QDWXUH�RI�(5,6$�6HFWLRQ�����F��

7KH�DLP�RI�6HFWLRQ���������D���RULJLQDOO\�ZDV�DW�LQVWLWXWLRQDO�LQYHVWRUV�LQ�GHILQHG�EHQHILW�SODQV
DQG�ILGXFLDU\�GLUHFWHG�GHILQHG�FRQWULEXWLRQ�SODQV�DQG�WKHUH�LV�D�VHSDUDWH�(5,6$�6HFWLRQ�����F��
UHJXODWLRQ�WKDW�UHTXLUHV�D�EURDG�UDQJH�RI�LQYHVWPHQW�DOWHUQDWLYHV�EH�RIIHUHG�XQGHU�DQ�(5,6$�
����F� SODQ��� *LYHQ�WKLV��ZH�EHOLHYH�WKDW�WKH�DSSURSULDWH�SODFH�WR�DGGUHVV�LQYHVWPHQW�DOWHUQDWLYHV

H[FHVV�IHHV�ILGXFLDU\�ZKLWHSDSHU�SGI��-DFNO\Q�:LOOH������N��)HH�6XLWV�)ORRG�&RXUWV��6HW�IRU�)LYHIROG�-XPS�LQ�������
%ORRPEHUJ�/DZ��$XJ�������������KWWSV���QHZV�EORRPEHUJODZ�FRP�HPSOR\HH�EHQHILWV����N�IHH�VXLWV�IORRG�FRXUWV�
RQ�SDFH�IRU�ILYHIROG�MXPS�LQ������
�� )RU�H[DPSOH��FOLPDWH�FKDQJH�ZRXOG�QRW�EH�D�FRQVLGHUDWLRQ�IRU�DQ�LQGH[�PXWXDO�IXQG�RU�H[FKDQJH�WUDGHG�IXQG�
EHFDXVH�VXFK�IXQGV�WUDFN�WKH�SHUIRUPDQFH�RI�D�VSHFLILF�PDUNHW�EHQFKPDUN��VXFK�DV�WKH�6	3�����,QGH[��DQG�LQVWHDG�
RI�DFWLYHO\�VHOHFWLQJ�WKH�IXQG¶V�LQYHVWPHQWV��WKH�PDQDJHU�EX\V�DOO��RU�D�UHSUHVHQWDWLYH�VDPSOH��RI�WKH�VWRFNV�RU�ERQGV�
LQ�WKH�LQGH[�LW�WUDFNV�
�� ���&�)�5������������F���E�����
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LQ�DQ�(5,6$�6HFWLRQ�����F��SODQ�ZRXOG�EH�XQGHU����&�)�5��6HFWLRQ����������F��� DQG����&)5�
6HFWLRQ ��������F���ZLWK�UHVSHFW�WR�4',$V�

$OWHUQDWLYHO\��WKH�'2/�PD\�ZDQW�WR�VSHOO�RXW�KRZ�WKH�³DSSURSULDWH�FRQVLGHUDWLRQ´�IDFWRUV�ZRXOG�
DSSO\�WR�D�SDUWLFLSDQW�GLUHFWHG�GHILQHG�FRQWULEXWLRQ�SODQ��:KHQ�GHYLVLQJ�DQ�LQYHVWPHQW�OLQHXS�IRU�
D�SDUWLFLSDQW�GLUHFWHG�SODQ��ILGXFLDULHV�QHHG�WR�VHOHFW�DQ�DUUD\�RI�IXQGV�WKDW�SURYLGH�D�PHDQLQJIXO�
RSSRUWXQLW\�IRU�D�GLYHUVH�JURXS�RI�HPSOR\HHV WR�PHHW�WKHLU�GLIIHUHQW�UHWLUHPHQW�VDYLQJV�JRDOV�
FRQVLGHULQJ YDULRXV�IDFWRUV�VXFK�DV�DJH��LQFRPH��ULVN�WROHUDQFH��HGXFDWLRQ�OHYHO��H[SHFWHG�
UHWLUHPHQW�GDWH��HWF��7KH�LQYHVWPHQW�QHHGV�RI�D����\HDU�ROG QHZ�KLUH�LQ�DQ�HQWU\�OHYHO�SRVLWLRQ�
ZLOO�EH�PXFK�GLIIHUHQW�WKDQ�WKDW�RI�D����\HDU�ROG VXSHUYLVRU�QHDULQJ�UHWLUHPHQW��+RZHYHU��LW�LV�
XQFOHDU�H[DFWO\�KRZ�WKH�³DSSURSULDWH�FRQVLGHUDWLRQ´�IDFWRUV�ZRXOG�DSSO\�WR�D�SDUWLFLSDQW�GLUHFWHG
SODQ� )RU�H[DPSOH��WKH�ILGXFLDU\�ZRXOG�ORRN�DW�WKH�FXUUHQW�UHWXUQ�RI�WKH�SRUWIROLR�DQG�DQWLFLSDWHG�
FDVK�IORZ�UHTXLUHPHQWV�RI�WKH�SODQ�LQ�HYDOXDWLQJ�WKH�RYHUDOO�OLQHXS�RU�HDFK�LQGLYLGXDO�LQYHVWPHQW�
RSWLRQ��EXW�WKH�DFWXDO�VHOHFWLRQ�ZRXOG�EH�GLIIHUHQW�IRU�HDFK�SDUWLFLSDQW�GHSHQGLQJ�RQ�WKH�
SDUWLFLSDQW¶V�QHHGV� 7KH�VDPH�LV�WUXH�ZLWK�UHVSHFW�WR�VXEFODXVH��&� IDFWRUV��³SURMHFWHG�UHWXUQ�RI�
WKH�SRUWIROLR�UHODWLYH�WR�WKH�IXQGLQJ�REMHFWLYHV�RI�WKH�SODQ´�� 7KH�'2/�PD\�ZDQW�WR�SURYLGH�
H[DPSOHV�RI�KRZ�HDFK�RI�WKH�³DSSURSULDWH�FRQVLGHUDWLRQ´�IDFWRUV�ZRXOG�DSSO\�WR WKH�VHOHFWLRQ�RI�
LQYHVWPHQW�RSWLRQV�LQ SDUWLFLSDQW�GLUHFWHG�GHILQHG�FRQWULEXWLRQ�SODQV�

6XESDUDJUDSK��E����

7KLV�VXESDUDJUDSK�SURYLGHV WKDW�³D�SUXGHQW�ILGXFLDU\�PD\�FRQVLGHU�DQ\�IDFWRU�LQ�WKH�HYDOXDWLRQ�
RI�DQ�LQYHVWPHQW�RU�LQYHVWPHQW�FRXUVH�RI�DFWLRQ�WKDW��GHSHQGLQJ�RQ�WKH�IDFWV�DQG�FLUFXPVWDQFHV��
LV�PDWHULDO�WR�WKH�ULVN�UHWXUQ�DQDO\VLV «´�,W�WKHQ OLVWV IDFWRUV ³ZKLFK�PLJKW�LQFOXGH��IRU�H[DPSOH´�

� &OLPDWH�FKDQJH�UHODWHG�IDFWRUV�

� *RYHUQDQFH�IDFWRUV��DQG

� :RUNIRUFH IDFWRUV�

$OWKRXJK�WKH�H[DPSOHV�DUH�DSSUHFLDWHG��WKH\�DUH�QRW�QHFHVVDU\ ZLWKLQ�WKH�WH[W�RI�WKH�UHJXODWLRQ��
7KHUH�DUH�QXPHURXV�IDFWRUV�WKDW�D�ILGXFLDU\�FRQVLGHUV ZKHQ�VHOHFWLQJ�SODQ�LQYHVWPHQWV��DQG�WR�OLVW�
RQO\�D�IHZ�ZLWKLQ�WKH�WH[W�RI�WKH�UHJXODWLRQ�PD\�EH�PLVOHDGLQJ��,W�DOVR SRWHQWLDOO\�FUHDWHV�D�
SHUFHSWLRQ�WKDW�WKH�'2/�H[SHFWV ILGXFLDULHV�ZLOO�WDNH�WKHVH�VSHFLILF�LVVXHV�LQWR�FRQVLGHUDWLRQ��
HYHQ�ZKHUH�LW�PLJKW�QRW�EH�SRVVLEOH��SUDFWLFDO� RU�SUXGHQW� )XUWKHUPRUH��DV�QRWHG�DERYH��DQ�
LPSRUWDQW DVSHFW�RI�DQ\�ILQDO�UHJXODWLRQ�LV�LWV�ORQJHYLW\��%\�OLVWLQJ�VSHFLILF�H[DPSOHV�RI�IDFWRUV�
WKDW�PD\�EH�RI SDUWLFXODU�LPSRUWDQFH�QRZ��EXW�PD\�EH�RI�OHVV�LPSRUWDQFH�LQ�WKH�IXWXUH��WKH�
UHJXODWLRQ�PD\�EHFRPH�VWDOH�

,I�WKH�'2/�EHOLHYHV�WKH�H[DPSOHV�DUH�QHHGHG��ZH�GR�QRW�VHH�WKH�QHHG�WR�DGG�DGGLWLRQDO�H[DPSOHV�
IRU�WKH�UHDVRQV�VWDWHG�DERYH� +RZHYHU��LI�WKH�'2/�FKRRVHV�WR�LQFOXGH�H[DPSOHV��LQ�DQ\�OLVW��WKH\�
VKRXOG�XVH�WKH�WHUP�³RU´�UDWKHU�WKDQ�³DQG´ EHIRUH�³:RUNIRUFH´�IDFWRUV�WR�VKRZ�WKDW�WKHVH�DUH�DOO�
PHUHO\�H[DPSOHV��DQG�D�ILGXFLDU\�LV�QRW�UHTXLUHG�RU�H[SHFWHG�WR�FRQVLGHU�DQ\�RU�DOO WKH�H[DPSOHV�

7KLV�VHFWLRQ RI�WKH�3URSRVHG�5HJXODWLRQ DOVR�UHTXLUHV�WKDW�WKH�ILGXFLDU\ FRQVLGHU�DQ\�IDFWRU�WKDW�
LV�PDWHULDO�WR�WKH�ULVN�UHWXUQ�DQDO\VLV��+RZHYHU��VXESDUDJUDSK��E�����UHTXLUHV�WKDW�ILGXFLDULHV�
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³JLYH�DSSURSULDWH�FRQVLGHUDWLRQ�WR�WKRVH�IDFWV�DQG�FLUFXPVWDQFHV�WKDW�WKH�ILGXFLDU\�NQRZV�DUH�
UHOHYDQW �HPSKDVLV�DGGHG��´�)XUWKHUPRUH� WKH�RULJLQDO������UHJXODWLRQ�DOVR�UHTXLUHG�D�ILGXFLDU\�
WR�ORRN�DW�WKH�UHOHYDQW�IDFWV�DQG�FLUFXPVWDQFHV� DQG�RWKHU�'2/�JXLGDQFH�FRQVLVWHQWO\�KDV�XVHG�
WKLV�VWDQGDUG���� *LYHQ�WKH�ORQJ�VWDQGLQJ�(5,6$�VWDQGDUG�LV�UHOHYDQW��WKH�ILQDO�UHJXODWLRQ�VKRXOG�
XVH�WKH�WHUP�³UHOHYDQW´�UDWKHU�WKDQ�³PDWHULDO´�IRU�FRQVLVWHQF\�

3DUDJUDSK��F����/R\DOW\

6XESDUDJUDSK �F�����SURYLGHV�WKDW WR�PHHW�LWV�GXW\�RI�OR\DOW\ D ³ILGXFLDU\¶V�HYDOXDWLRQ�RI�DQ�
LQYHVWPHQW�RU�LQYHVWPHQW�FRXUVH�RI�DFWLRQ�PXVW�EH�EDVHG�RQ�ULVN�DQG�UHWXUQ�IDFWRUV�WKDW�WKH�
ILGXFLDU\�SUXGHQWO\�GHWHUPLQHV�DUH�PDWHULDO�WR�LQYHVWPHQW�YDOXH��«�´��)RU�WKH�UHDVRQ�VWDWHG�
DERYH��ZH�EHOLHYH�WKH�WHUP�PDWHULDO�VKRXOG�EH�UHOHYDQW�

,I�WKH�'2/�UHPRYHV�WKH�H[DPSOHV�IURP�SDUDJUDSK��E�� WKH�UHIHUHQFH�WR�VXFK�H[DPSOHV�LQ�
SDUDJUDSK��F��DOVR�PXVW�EH�UHPRYHG�

6XESDUDJUDSK��F�����SURYLGHV�WKDW�LI�DIWHU�SHUIRUPLQJ�WKH�DQDO\VLV UHTXLUHG�XQGHU�VXESDUDJUDSK�
�F����� D�ILGXFLDU\�SUXGHQWO\�GHWHUPLQHV�WKDW�

FRPSHWLQJ�LQYHVWPHQWV��RU�FRPSHWLQJ�LQYHVWPHQW�FRXUVHV�RI�DFWLRQ��HTXDOO\�VHUYH�WKH�
ILQDQFLDO�LQWHUHVWV�RI�WKH�SODQ�RYHU�WKH�DSSURSULDWH�WLPH�KRUL]RQ��WKH�ILGXFLDU\�LV�QRW�
SURKLELWHG�IURP�VHOHFWLQJ�WKH�LQYHVWPHQW��RU�LQYHVWPHQW�FRXUVH�RI�DFWLRQ��EDVHG�RQ�
FROODWHUDO�EHQHILWV�RWKHU�WKDQ�LQYHVWPHQW�UHWXUQV��+RZHYHU��LI�WKH�SODQ�ILGXFLDU\�PDNHV�
VXFK�D�VHOHFWLRQ�LQ�WKH�FDVH�RI�D�GHVLJQDWHG�LQYHVWPHQW�DOWHUQDWLYH�IRU�DQ�LQGLYLGXDO�
DFFRXQW�SODQ��WKH�SODQ�ILGXFLDU\�PXVW�HQVXUH�WKDW�WKH�FROODWHUDO�EHQHILW�FKDUDFWHULVWLF�RI�
WKH�IXQG��SURGXFW��RU�PRGHO�SRUWIROLR�LV�SURPLQHQWO\�GLVSOD\HG�LQ�GLVFORVXUH�PDWHULDOV�
SURYLGHG�WR�SDUWLFLSDQWV�DQG�EHQHILFLDULHV��$�ILGXFLDU\�PD\�QRW��KRZHYHU��DFFHSW�H[SHFWHG
UHGXFHG�UHWXUQV�RU�JUHDWHU�ULVNV�WR�VHFXUH�VXFK�DGGLWLRQDO�EHQHILWV�

$V�H[SODLQHG�EHORZ��ZH�VXJJHVW�WKH�IROORZLQJ�FKDQJHV�WR�WKLV�VXESDUDJUDSK�

����,I�DIWHU�WKH�DQDO\VLV�LQ�SDUDJUDSK��F�����RI�WKLV�VHFWLRQ��D�ILGXFLDU\�SUXGHQWO\�FRQFOXGHV�
WKDW�FRPSHWLQJ�LQYHVWPHQWV�RU�LQYHVWPHQW�FRXUVHV�RI�DFWLRQ�HDFK�RI�ZKLFK�PHHWV�WKH�
UHTXLUHPHQWV�RI�SDUDJUDSK��E��DQG�HDFK�VHUYHV WKH�ILQDQFLDO�REMHFWLYHV�DQG�LQWHUHVWV�RI�WKH�
SODQ��WKH�ILGXFLDU\�PD\�VHOHFW�WKH�LQYHVWPHQW��RU�LQYHVWPHQW�FRXUVH�RI�DFWLRQ��EDVHG�RQ�
FROODWHUDO�EHQHILWV�RWKHU�WKDQ�LQYHVWPHQW�UHWXUQV��$�ILGXFLDU\�PD\�QRW��KRZHYHU��DFFHSW�
H[SHFWHG�UHGXFHG�UHWXUQV� JUHDWHU�ULVNV� RU�RWKHU�LQYHVWPHQW�GHWULPHQWV�WR�VHFXUH�VXFK�
DGGLWLRQDO�EHQHILWV�

7KH�DGGLWLRQ�RI�³HDFK�RI�ZKLFK�PHHWV�WKH�UHTXLUHPHQWV�RI�SDUDJUDSK��E�´�LV�WR�PDNH�FOHDU WKDW
HDFK�LQYHVWPHQW�PXVW�KDYH�EHHQ�VHOHFWHG�WKURXJK�D�SUXGHQW�SURFHVV�EHIRUH�WKH�FROODWHUDO�EHQHILW�

�� 6HH �����,QYHVWPHQW�'XW\�5HJXODWLRQV����&)5���������D���E�����L���VWDWLQJ�WKDW DSSURSULDWH�FRQVLGHUDWLRQ�
UHTXLUHV�D�ILGXFLDU\��WR�ORRN�DW�WKRVH�³IDFWV�DQG�FLUFXPVWDQFHV�WKDW��JLYHQ�WKH�VFRSH�RI�VXFK�ILGXFLDU\¶V�LQYHVWPHQW�
GXWLHV��WKH�ILGXFLDU\�NQRZV�RU�VKRXOG�NQRZ�DUH�UHOHYDQW�WR�WKH�SDUWLFXODU�LQYHVWPHQW�RU�LQYHVWPHQW�FRXUVH�RI�DFWLRQ�
LQYROYHG«�´ DYDLODEOH�DW�KWWSV���ZZZ�JRYLQIR�JRY�FRQWHQW�SNJ�&)5������WLWOH���YRO��SGI�&)5������WLWOH���YRO��
VHF��������D���SGI��,QWHUSUHWLYH�%XOOHWLQ ������QRWLQJ�ZKDW�RWKHU�FLUFXPVWDQFHV�DUH�UHOHYDQW�WR�DQ�LQYHVWPHQW���
,QWHUSUHWLYH�%XOOHWLQ���������VDPH��
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UXOH�FDQ�FRPH�LQWR�SOD\ XQGHU�WKH�GXW\�RI�OR\DOW\��:H�SURSRVH�UHPRYLQJ�WKH�ZRUG ³HTXDOO\´�
EHFDXVH�LW�LPSOLHV�WKDW�WKH�LQYHVWPHQWV�DUH�VLPLODU�LQ�QDWXUH� +RZHYHU��LQYHVWPHQWV�PD\�YDU\�EXW�
VHUYH�WKH�VDPH�SODQ�SXUSRVH���

$OWKRXJK�PRVW�DJUHH�WKDW�GRFXPHQWLQJ�WKH�UHDVRQV�IRU�DQ�LQYHVWPHQW�VHOHFWLRQ�ZRXOG�EH�SDUW RI�D�
SUXGHQW�SURFHVV��(5,6$�JHQHUDOO\�GRHV�QRW�UHTXLUH�ILGXFLDULHV�WR�GHVFULEH�DQG�GLVFORVH�WKHLU�
GHFLVLRQ�PDNLQJ�SURFHVV�WR�SDUWLFLSDQWV�DQG�EHQHILFLDULHV DV�SDUW�RI�WKH GXW\�RI�OR\DOW\��)RU�WKH�
'2/�WR�UHTXLUH�WKLV�RQO\�LQ�WKH FDVH�RI�D�VHOHFWLRQ�EDVHG�RQ�FROODWHUDO�EHQHILWV�LV�LQFRQVLVWHQW�
ZLWK�(5,6$¶V�JHQHUDO�UHTXLUHPHQWV DQG�ZLWK�'2/¶V�SUHYLRXV�VXE�UHJXODWRU\�JXLGDQFH�RQ�WKH�
FROODWHUDO�EHQHILWV�UXOH��,W�LV�DOVR�LQFRQVLVWHQW�ZLWK�WKH�3URSRVHG�5HJXODWLRQ¶V UHPRYDO�RI�WKH�
GRFXPHQWDWLRQ�UHTXLUHPHQW�LQ�SDUDJUDSK��F�����RI�WKH������5HJXODWLRQ�

7KH�3URSRVHG�5HJXODWLRQ�DOVR�IDLOV�WR�FRQVLGHU�KRZ�WKLV�W\SH�RI�GLVFORVXUH�FRXOG�KDYH�XQLQWHQGHG�
FRQVHTXHQFHV�GHSHQGLQJ�RQ�KRZ�SDUWLFLSDQWV�LQWHUSUHW�WKH�GLVFORVXUH��)RU�H[DPSOH��WKH�
GLVFORVXUH�FRXOG�UHVXOW�LQ�D�FKLOOLQJ�HIIHFW�RQ�SDUWLFLSDQWV�FRQVLGHULQJ�LQYHVWLQJ�LQ�WKH�IXQG��
ZKLFK�PD\�XQGHUPLQH�WKH�FROODWHUDO�EHQHILW�IDFWRUV�IRU�ZKLFK�WKH�IXQG�ZDV�VHOHFWHG��)LQDOO\��WKH�
'2/�VKRXOG�PDNH�FOHDU�WKDW�WKH�FROODWHUDO�EHQHILW�UXOH�RQO\�DSSOLHV�ZKHUH�WKHUH�DUH�FRPSHWLQJ�
LQYHVWPHQWV��DQG�D�ILGXFLDU\�PD\�FKRRVH�RQO\�RQH��7KLV�ZRXOG�QRW�EH�WKH�FDVH�LQ�D�SDUWLFLSDQW�
GLUHFWHG�SODQ�ZKHUH�DGGLQJ�DGGLWLRQDO�RSWLRQV�LV�QRW�QHFHVVDULO\�D�]HUR�VXP�JDPH��)RU�H[DPSOH��
LI�EDVHG�RQ�SDUWLFLSDQWV¶�UHTXHVWV� D�SODQ�DGGHG�D�SUXGHQWO\ VHOHFWHG�LQYHVWPHQW�RSWLRQ�ZLWK�D�
SDUWLFXODU�WKHPH��WKH�FROODWHUDO�EHQHILW�UXOH�ZRXOG�EH�XQQHFHVVDU\�EHFDXVH�WKLV�RSWLRQ� DOWKRXJK�
DGGHG�EDVHG�RQ�FROODWHUDO�EHQHILWV��L�H�� SDUWLFLSDQWV¶�UHTXHVWV�DQG�VDWLVIDFWLRQ��ZDV�QRW�
QHFHVVDULO\�³FRPSHWLQJ´�ZLWK�DQ\�RWKHU�LQYHVWPHQW��

3DUDJUDSK��G����3UR[\�9RWLQJ

6XEFODXVHV �G�����LL��'� DQG��(��SURYLGH��LQ�SDUW��WKDW�ZKHQ�GHFLGLQJ�ZKHWKHU�WR�H[HUFLVH�
VKDUHKROGHU�ULJKWV��SODQ�ILGXFLDULHV�PXVW�

x (YDOXDWH�PDWHULDO�IDFWV�WKDW�IRUP�WKH�EDVLV�RI�DQ\�SDUWLFXODU�SUR[\�YRWH�RU�DQRWKHU�
H[HUFLVH�RI�VKDUHKROGHU�ULJKWV��DQG�

x ([HUFLVH�SUXGHQFH�DQG�GLOLJHQFH�LQ�WKH�VHOHFWLRQ�DQG�PRQLWRULQJ�RI�D�SHUVRQ�VHOHFWHG�WR�
H[HUFLVH�VKDUHKROGHU�ULJKWV�RU�RWKHUZLVH�DGYLVH RU�DVVLVW�ZLWK�WKH�H[HUFLVH�RI�VKDUHKROGHU�
ULJKWV�

$V�QRWHG�DERYH��WKH�VWDQGDUG�IRU�(5,6$�ILGXFLDU\�GHWHUPLQDWLRQ�LV�DQ�HYDOXDWLRQ�RI�WKH�UHOHYDQW
IDFWV�DQG�FLUFXPVWDQFHV� $V�VXFK��PDWHULDO�VKRXOG�EH�FKDQJHG�WR�UHOHYDQW��:LWK�UHVSHFW�WR�
VXEFODXVH��(���(5,6$�UHTXLUHV�WKDW�SODQ�ILGXFLDULHV�H[HUFLVH�SUXGHQFH�DQG�GLOLJHQFH�LQ�WKH�
VHOHFWLRQ DQG�PRQLWRULQJ�RI�DQ\�VHUYLFH�SURYLGHU��QRW�MXVW�WKRVH�VHOHFWHG�WR�H[HUFLVH�VKDUHKROGHU�
ULJKWV��� *LYHQ�WKDW�WKLV�VWDQGDUG�DOUHDG\�H[LVWV XQGHU�(5,6$��LW�LV�XQQHFHVVDU\�WR�LQFOXGH�LW�LQ�
WKH�ILQDO�UHJXODWLRQ�

�� 6HH 8�6��'HSDUWPHQW�RI�/DERU��(5,6$�)LGXFLDU\�$GYLVRU��³,V�KLULQJ�D�VHUYLFH�SURYLGHU�D�ILGXFLDU\�IXQFWLRQ��DQG�LI�
VR��ZKDW�GR�,�QHHG�WR�GR"´�DYDLODEOH�DW�HODZV�� (5,6$�)LGXFLDU\�$GYLVRU��GRO�JRY�



�

4XDOLILHG�'HIDXOW�,QYHVWPHQW�$OWHUQDWLYHV

7KH������5HJXODWLRQ�SURKLELWHG�D�SODQ�IURP�GHVLJQDWLQJ�D�IXQG�DV�D�4',$�XQGHU�6HFWLRQ
��������F���LI�LWV�LQYHVWPHQW�REMHFWLYHV�RU�JRDOV�RU�LWV�SULQFLSDO�LQYHVWPHQW�VWUDWHJLHV�LQFOXGH��
FRQVLGHU��RU�LQGLFDWH�WKH�XVH�RI�RQH�RU�PRUH�QRQ�SHFXQLDU\�IDFWRUV��UHJDUGOHVV�RI�WKH�ILGXFLDU\¶V�
UHDVRQV�IRU�VHOHFWLQJ�WKH�IXQG� $V�QRWHG�LQ�RXU�FRPPHQW OHWWHU�RQ�WKH������3URSRVHG�,QYHVWPHQW�
'XW\�5HJXODWLRQ��LI�WKH�'2/�ZLVKHV�WR�UHJXODWH�4',$V� ZH�EHOLHYH�WKH�DSSURSULDWH�YHQXH�LV�LQ�
WKH�4',$�UHJXODWLRQ�XQGHU����&)5�6HFWLRQ ��������F����7KHUHIRUH��ZH�VXSSRUW�WKH�GHOHWLRQ�RI�
WKLV�VHFWLRQ�LQ�WKH�3URSRVHG�5HJXODWLRQ��DQG�LW�VKRXOG�QRW�EH�LQFOXGHG�LQ�WKH�ILQDO�UHJXODWLRQ��

&RQFOXVLRQ

:H�DSSUHFLDWH�'2/¶V�ZRUN�RQ�WKH�3URSRVHG 5HJXODWLRQ� :H�ORRN IRUZDUG�WR�ZRUNLQJ�ZLWK�'2/�
RQ�D�ILQDO�UHJXODWLRQ�WKDW�IRFXVHV�RQ�SURFHVV�DQG�WKDW�ZLOO�VWDQG�WKH�WHVW�RI�WLPH�

6LQFHUHO\�

&KDQWHO�6KHDNV
9LFH�3UHVLGHQW��5HWLUHPHQW�3ROLF\
8�6��&KDPEHU�RI�&RPPHUFH


