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7R�:KRP�,W�0D\�&RQFHUQ�

7KH�&HQWHU�IRU�&DSLWDO�0DUNHWV�&RPSHWLWLYHQHVV��³&&0&´��DSSUHFLDWHV�WKH�RSSRUWXQLW\�WR�
VXEPLW�FRPPHQWV�WR�WKH�&RQVXPHU�)LQDQFLDO�3URWHFWLRQ�%XUHDX��³%XUHDX´��UHJDUGLQJ�LWV�SURSRVHG�
UXOH��³3URSRVDO´��WR�LPSOHPHQW�6HFWLRQ������RI�WKH�'RGG�)UDQN�:DOO�6WUHHW�5HIRUP�DQG�&RQVXPHU�
3URWHFWLRQ�$FW��

6PDOO� EXVLQHVVHV�� LQFOXGLQJ� WKRVH� WKDW� DUH�ZRPHQ�RZQHG RU�PLQRULW\�RZQHG� GULYH� WKH�
$PHULFDQ� HFRQRP\²DQG� WKH\� UHO\� KHDYLO\� RQ� DFFHVV� WR� FUHGLW� WR� GR� VR�� ,QGHHG�� LW� LV� KDUG� WR�
RYHUVWDWH�WKH�LPSRUWDQFH�RI�FUHGLW�WR�WKHVH�EXVLQHVVHV��LW�DOORZV�WKHP�WR�VXSSRUW�WKHLU�LQYHQWRU\��
ILQDQFH�WKHLU�ZDUHKRXVHV�DQG�RIILFHV��FRYHU�SD\UROO��PDQDJH�GRZQWXUQV��DQG�RWKHUZLVH�SXVK�WKH
HFRQRP\�IRUZDUG�� 7KH�VPDOOHVW�ILUPV�DQG�VWDUW�XSV�RIWHQ�UHO\�RQ�EXVLQHVV�FUHGLW��ZKLFK�FDQ�FRPH�
LQ�PDQ\�IRUPV�� LQFOXGLQJ�D�FUHGLW�FDUG��PRUWJDJH�RU�KRPH�HTXLW\�OLQH�RI�FUHGLW� WR�ILQDQFH�WKHLU�
EXVLQHVV�QHHGV�� ,W� LV� FULWLFDO� WKDW�SROLF\PDNHUV�FRQWLQXH� WR� VXSSRUW� OHQGLQJ� WR� WKHVH�EXVLQHVVHV��
SDUWLFXODUO\�LQ�OLJKW�RI�WKH�&29,'����SDQGHPLF��

&&0&�WKXV�ORQJ�KDV�EHHQ�IRFXVHG�RQ�WKH�LPSOHPHQWDWLRQ�RI�6HFWLRQ������RI�WKH�'RGG�
)UDQN�$FW�ZKLFK� UHTXLUHV� ILQDQFLDO� LQVWLWXWLRQV� WR�FRPSLOH��PDLQWDLQ��DQG�VXEPLW� WR� WKH�%XUHDX�
FHUWDLQ�GDWD�RQ�DSSOLFDWLRQV�IRU�FUHGLW�IRU�ZRPHQ�RZQHG��PLQRULW\�RZQHG��DQG�VPDOO�EXVLQHVVHV��
:H� KDYH� DSSUHFLDWHG� WKH� FROODERUDWLYH� DSSURDFK� WDNHQ� E\� WKH� &RQVXPHU� )LQDQFLDO� 3URWHFWLRQ�
%XUHDX� �³%XUHDX´�� WKURXJKRXW� LWV� SROLF\PDNLQJ SURFHVV�� LQFOXGLQJ� WKURXJK� HQJDJLQJ� LQ�
URXQGWDEOHV�DQG�FUHDWLQJ�D�GLDORJXH�ZLWK�VWDNHKROGHUV��DQG�LQ�UHVSRQVH�WR�WKH�RXWOLQH�RI�SURSRVDOV�
LVVXHG�E\� WKH�6PDOO�%XVLQHVV�$GYLVRU\�5HYLHZ�3DQHO�� :H�DSSUHFLDWH� WKH�%XUHDX¶V�FRQWLQXHG�
HQJDJHPHQW�DQG�WKH�RSSRUWXQLW\�WR�FRPPHQW�RQ� LPSOHPHQWDWLRQ�RI�6HFWLRQ������

6HFWLRQ� ����� LV� LQWHQGHG� WR� ³IDFLOLWDWH� HQIRUFHPHQW� RI� IDLU� OHQGLQJ� ODZV� DQG� HQDEOH�
FRPPXQLWLHV�� JRYHUQPHQWDO� HQWLWLHV�� DQG� FUHGLWRUV� WR� LGHQWLI\� EXVLQHVV� DQG� FRPPXQLW\�

� 6HH 6PDOO�%XVLQHVV�/HQGLQJ�'DWD�&ROOHFWLRQ�8QGHU�WKH�(TXDO�&UHGLW�2SSRUWXQLW\�$FW��5HJXODWLRQ�%���
���)HG��5HJ���������2FW�����������
� 6PDOO�%XVLQHVV�$GYLVRU\�5HYLHZ�3DQHO�)RU�&RQVXPHU�)LQDQFLDO�3URWHFWLRQ�%XUHDX�6PDOO�%XVLQHVV�
/HQGLQJ�'DWD�&ROOHFWLRQ�5XOHPDNLQJ��2XWOLQH�RI�3URSRVDOV�8QGHU�&RQVLGHUDWLRQ�DQG�$OWHUQDWLYHV�
&RQVLGHUHG��³6%5()$�2XWOLQH´���KWWSV���ILOHV�FRQVXPHUILQDQFH�JRY�I�GRFXPHQWV�FISEB�����
VEUHIDBRXWOLQH�RI�SURSRVDOV�XQGHU�FRQVLGHUDWLRQB��������SGI��6HSW������������



�

GHYHORSPHQW�QHHGV�DQG�RSSRUWXQLWLHV�IRU�ZRPHQ�RZQHG��PLQRULW\�RZQHG��DQG�VPDOO�EXVLQHVVHV�´�
3URSHUO\�LPSOHPHQWHG��6HFWLRQ������ZLOO�KHOS�VWUHQJWKHQ�WKH�FUHGLW�PDUNHW�DQG�XOWLPDWHO\�VKRXOG�
OHDG�WR�JUHDWHU�FUHGLW�DFFHVV�WR ZRPHQ�RZQHG��PLQRULW\�RZQHG��DQG�VPDOO�EXVLQHVV�ERUURZHUV��:H�
VKDUH�WKH�%XUHDX¶V�FRPPLWPHQW�WR�DFKLHYLQJ�WKLV�JRDO��

$V� WKH�%XUHDX� DOVR� VXUHO\� DSSUHFLDWHV�� KRZHYHU�� LPSOHPHQWLQJ� 6HFWLRQ� ���� ZLOO� EH� D�
FKDOOHQJLQJ�DQG�KLJK�VWDNHV HQGHDYRU� 1XPHURXV�KDUPIXO�XQLQWHQGHG�FRQVHTXHQFHV�FRXOG�IROORZ�
LI�6HFWLRQ������LV�LPSOHPHQWHG�WKURXJK�DQ�RYHUO\�FRPSOH[�UXOH�RU�RQH�WKDW�LV�LQFRQVLVWHQW�ZLWK�WKH�
DSSOLFDQW¶V�ULJKW�RI�UHIXVDO�XQGHU�WKH�ODZ�� )RU�H[DPSOH��VXFK�D UXOH FRXOG�LQDGYHUWHQWO\�UHGXFH�
ZRPHQ�RZQHG��PLQRULW\�RZQHG��DQG�VPDOO�EXVLQHVV�DFFHVV�WR�DIIRUGDEOH�FUHGLW��PDNH�ERUURZHUV�
GRXEW�WKH�IDLUQHVV�RI�D�OHQGLQJ�SURFHVV�E\�LQMHFWLQJ�VHQVLWLYH�TXHVWLRQV�DERXW�GHPRJUDSKLFV�LQWR�
ORDQ�DSSOLFDWLRQV��RU�H[SRVH�KLJKO\�VHQVLWLYH�GDWD�WR�XQQHFHVVDU\�VHFXULW\�ULVNV��:H�UHFRPPHQG�
WKDW�WKH ILQDO�UXOH�PD[LPL]H�VLPSOLFLW\�DQG�FORVHO\�DGKHUH�WR�WKH�VWDWXWH�

7KH� 3URSRVDO� UHIOHFWV� WKH %XUHDX¶V� FROODERUDWLYH� DSSURDFK� WKURXJKRXW� WKLV� UXOHPDNLQJ�
SURFHVV DV�ZHOO�DV QXPHURXV�VRXQG�MXGJPHQWV�DERXW�WKH�EHVW�ZD\�WR�LPSOHPHQW�6HFWLRQ������� :H�
QRQHWKHOHVV�EHOLHYH�WKDW�WKH�%XUHDX�FDQ�LPSURYH�XSRQ�WKH�3URSRVDO�LQ�WKH�ILQDO�UXOH��6SHFLILFDOO\��
WDUJHWHG�FKDQJHV ZLOO� KHOS� HQVXUH� WKDW� WKH� UXOH DFKLHYHV� WKH� VWDWXWRU\�SXUSRVH�ZLWKRXW� FUHDWLQJ�
FKDOOHQJHV²DQG�FRVWV²WKDW�ZLOO�XOWLPDWHO\�EH�SDVVHG�RQ� WR�FRQVXPHUV� LQ� WKH� IRUP RI� UHGXFHG�
DFFHVV�WR DIIRUGDEOH FUHGLW�� :H�FRQVHTXHQWO\�ZULWH�WR�XUJH�WKH�%XUHDX�WR�

�� 6FRSH�WKH�UXOH�WR�FRYHU�WKH�DSSURSULDWH�VPDOO�EXVLQHVVHV�DQG�WKH�DSSURSULDWH�ILQDQFLDO�
SURGXFWV�

�� 'HILQH�DQ�³DSSOLFDWLRQ´�WKDW�WULJJHUV�WKH�UHTXLUHPHQWV�RI�WKH�UXOH LQ�D�ZD\�WKDW�
PLQLPL]HV�GLVUXSWLRQ�WR�WKH�IORZ�RI�VPDOO�EXVLQHVV�FUHGLW�

�� 3URYLGH�IRU�YROXQWDU\�FROOHFWLRQ�RI�KLJK�TXDOLW\�GDWD�
�� 0DNH�WKH�ILQDO�UXOH¶V�³ILUHZDOO�´�UHFRUGNHHSLQJ��DQG�WKLUG�SDUW\�FKDQQHO�SURYLVLRQV�

ZRUNDEOH�
�� 3URYLGH�D�WKUHH�\HDU�LPSOHPHQWDWLRQ�SHULRG�
�� ,PSOHPHQW�WKH�ILQDO�UXOH�LQ�D�PDQQHU�WKDW�SURYLGHV�D�FOHDU�SDWK�WR�FRPSOLDQFH��DQG�
�� 3ULRULWL]H�SULYDF\�DQG�VHFXULW\�

$QDO\VLV

�� 6FRSH�WKH�UXOH�WR�FRYHU�DSSURSULDWH�VPDOO�EXVLQHVVHV�DQG�WKH�DSSURSULDWH�ILQDQFLDO�
SURGXFWV��

$V� SURSRVHG�� WKH� IRUWKFRPLQJ� ILQDO� UXOH� ZRXOG FRYHU� DQ� H[WUHPHO\� EURDG� UDQJH� RI�
EXVLQHVVHV�DQG�ILQDQFLDO�SURGXFWV�� :H�DSSUHFLDWH�WKH�%XUHDX¶V�GHWHUPLQDWLRQ�WR�HQVXUH�WKDW�WKH�
UXOH�GRHV�QRW�VZHHS�WRR�QDUURZO\�DQG�VKDUH�WKH�%XUHDX¶V�LQWHUHVW�LQ�DFFRPSOLVKLQJ�WKH�OHJLVODWLYH�
LQWHQW�EHKLQG�6HFWLRQ�������:H�FDXWLRQ��KRZHYHU��WKDW�VFRSLQJ�WKH�UXOH�LQ�D�ZD\�WKDW�UHVXOWV�LQ�
FROOHFWLQJ�LQDFFXUDWH�GDWD�RU�LPSRVLQJ�XQGXH�FRPSOLDQFH�EXUGHQV�ZRXOG�HTXDOO\�GHIHDW�&RQJUHVV¶�
LQWHQW�� :H�DFFRUGLQJO\�XUJH�WKH�%XUHDX�WR�HQVXUH�WKDW�LW�VFRSHV�WKH�ILQDO�UXOH�DSSURSULDWHO\�WR EHVW�
DFFRPSOLVK� &RQJUHVV¶� LQWHQW� LQFOXGLQJ PDNLQJ LW� HDV\� IRU� VWDNHKROGHUV� WR� TXLFNO\� GHWHUPLQH�
ZKHWKHU�DQ�HQWLW\�RU�SURGXFW�IDOOV�ZLWKLQ�WKH�VFRSH�RI�WKH�UXOH�
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D� 'HILQH�³VPDOO�EXVLQHVV´�XVLQJ�DQ�DQQXDO�JURVV�UHYHQXH�WKUHVKROG�

:H�DSSODXG WKH�%XUHDX¶V�GHFLVLRQ�WR�GHILQH VPDOO�EXVLQHVVHV�XVLQJ DQ�DQQXDO�JURVV�UHYHQXH�
WKUHVKROG�� 7KLV� DSSURDFK� LV� VLPSOH� DQG� FOHDU� IRU� OHQGHUV� DQG� ERUURZHUV� DQG� ZLOO� VXSSRUW�
FRPSOLDQFH�ZLWKRXW�XQGXO\�EXUGHQLQJ�OHQGHUV�RU�FRPSOLFDWLQJ�WKH�DSSOLFDWLRQ�SURFHVV� 7KH�%XUHDX�
VD\V�LW�ZHOO��WKH�WULJJHU�IRU�EHLQJ�D�VPDOO�EXVLQHVV�³PXVW�EH�HDVLO\�XQGHUVWRRG�E\�VPDOO�EXVLQHVV�
RZQHUV�ZKR�PD\�EH�FRPSOHWLQJ�DQ�DSSOLFDWLRQ�RQOLQH��RU�E\�WKH�WHQV�RI�WKRXVDQGV�RI�FXVWRPHU�
IDFLQJ�SHUVRQQHO�ZKR�WDNH�VPDOO�EXVLQHVV�DSSOLFDWLRQV�LQ�DQ�LQGXVWU\�ZLWK�D�W\SLFDO�DQQXDO�WXUQRYHU�
UDWH�RI����WR����SHUFHQW�´� 8VLQJ�DQ�DQQXDO�JURVV�UHYHQXH�WKUHVKROG ZRXOG�UHDGLO\�DFFRPSOLVK WKLV�
JRDO�ZKLOH�DFFXUDWHO\�JDXJLQJ�D�FRPSDQ\¶V�VWDWXV�DV�D�VPDOO�EXVLQHVV��,QGHHG� WKH�DPRXQW�RI�D�
FRPSDQ\¶V�DQQXDO�JURVV�UHYHQXH�³ZKROO\�HQFRPSDVVHV�ZKHWKHU�DQ�DSSOLFDQW�LV�D�VPDOO�EXVLQHVV�´�

:H�FRQVHTXHQWO\� MRLQ� LQ� WKH� ³EURDG� VXSSRUW´� IRU� WKH� XVH� RI� D�JURVV� DQQXDO� UHYHQXH� WKUHVKROG��
FRQVLVWHQW�ZLWK�WKH�DSSURDFK�QRWHG�LQ�WKH�%XUHDX¶V������5),�� 7KH�%XUHDX�LV�ULJKW�WR�VHHN�DSSURYDO�
IURP� WKH�6PDOO�%XVLQHVV�$GPLQLVWUDWLRQ� �³6%$´��RI� WKLV� DSSURDFK�� :H� EHOLHYH� WKDW� WKH�6%$�
JUDQWLQJ�WKLV�DSSURYDO�ZLOO�EH�FULWLFDO�WR�WKH�XOWLPDWH�VXFFHVV�RI�WKLV�UXOHPDNLQJ�

:H�XUJH�WKH�%XUHDX�QRW�WR�VKLIW�WR�DQ�DOWHUQDWLYH�DSSURDFK�WR�GHILQLQJ�D�VPDOO�EXVLQHVV��
7KH� %XUHDX� VKRXOG� QRW� DGRSW� DQ� DSSURDFK� WKDW� UHOLHV� XSRQ� QDYLJDWLQJ� WKH� FRPSOH[LWLHV� RI�
GHWHUPLQLQJ�WKH�DSSURSULDWH�VL[�GLJLW�1$,&6�FRGH�DQG�WKHQ�WKH�UHOHYDQW�VL]H�VWDQGDUG�EDVHG�RQ�
WKDW�1$,&6�FRGH�� 1RU�VKRXOG�WKH�%XUHDX�DGRSW�DQ�DSSURDFK�EDVHG�RQ�WKH�QXPEHU�RI�HPSOR\HHV�
RU�DYHUDJH�DQQXDO�UHFHLSWV�JURVV�DQQXDO�UHYHQXH� $V�WKH�%XUHDX�QRWHV��DOWHUQDWLYH�DSSURDFKHV�DUH�
OLNHO\� WR�PDNH� FRPSOLDQFH�PRUH� GLIILFXOW� DQG� LQFUHDVH� FRQIXVLRQ�ZLWKLQ� WKH�PDUNHWSODFH�� 7KH�
%XUHDX�LV�MXVWO\�FRQFHUQHG�WKDW�³UHTXLULQJ�ILQDQFLDO�LQVWLWXWLRQV�WR�UHO\�RQ�WKH�6%$¶V�H[LVWLQJ�VL]H�
VWDQGDUGV�IRU�SXUSRVHV�RI�WKH�VHFWLRQ������GDWD�FROOHFWLRQ�DQG�UHSRUWLQJ�UHTXLUHPHQWV�ZRXOG�SRVH�
ULVNV�WR�WKH�HIILFLHQW�RSHUDWLRQ�RI�VPDOO EXVLQHVV OHQGLQJ�´� :H�DJUHH�ZLWK�WKH�³RYHUZKHOPLQJO\�
FRQVLVWHQW IHHGEDFN´� IURP� VWDNHKROGHUV� WKDW� ³XVLQJ� WKH� 6%$¶V� H[LVWLQJ� VL]H� VWDQGDUGV� IRU� WKH�
SXUSRVHV�RI�6HFWLRQ������������ZRXOG�QRW�DOLJQ�ZLWK�FXUUHQW�OHQGLQJ�DQG�RUJDQL]DWLRQDO�SUDFWLFHV�´�

,QGHHG� DSSOLFDWLRQ�RI�WKH�H[LVWLQJ�6%$�VL]H�VWDQGDUGV�FRXOG�³VORZ�GRZQ�WKH�DSSOLFDWLRQ�SURFHVV�´�
UHVXOWLQJ�LQ�ILQDQFLDO�LQVWLWXWLRQV�EHLQJ�³FRPSHOOHG�WR�UDLVH�WKH�FRVW�RI�FUHGLW�RU�RULJLQDWH�IHZHU�
FRYHUHG� FUHGLW� WUDQVDFWLRQV�´� 7KH� %XUHDX� LV� ULJKW� WKDW� ³>H@OLPLQDWLQJ� FUHGLW� RSSRUWXQLWLHV� RU�
UHGXFLQJ�DFFHVV�WR�FUHGLW�WR�VPDOO�EXVLQHVVHV��LQFOXGLQJ�ZRPHQ�RZQHG�DQG�PLQRULW\�RZQHG�VPDOO�
EXVLQHVVHV´�LQ�WKLV�ZD\�ZRXOG�GHIHDW�WKH�VWDWXWRU\�SXUSRVHV�RI�6HFWLRQ��������

:H�FRQVHTXHQWO\ VWURQJO\�XUJH�WKH�%XUHDX�WR�PDLQWDLQ�LWV�SURSRVHG�DSSURDFK�DQG XVH�DQ�
DQQXDO�JURVV�UHYHQXH�WKUHVKROG�IRU�GHWHUPLQLQJ�D�EXVLQHVV¶�VWDWXV�DV�D�³VPDOO�EXVLQHVV´�ZLWKLQ�WKH�
VFRSH�RI�WKH IRUWKFRPLQJ ILQDO�UXOH�

� 6HH�3URSRVDO�����)HG��5HJ� DW�������
� 6HH�3URSRVDO�����)HG��5HJ��DW�������
� 6HH�3URSRVDO�����)HG��5HJ��DW�������
� 6HH�3URSRVDO�����)HG��5HJ��DW�������
� 6HH�3URSRVDO�����)HG��5HJ��DW�������
� 6HH�3URSRVDO�����)HG��5HJ��DW�������
� 6HH�3URSRVDO�����)HG��5HJ��DW��������
�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
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E� 8VH�D�ORZHU�JURVV�DQQXDO�UHYHQXH�WKUHVKROG�LQ�WKH�GHILQLWLRQ�RI�D�³VPDOO�
EXVLQHVV�´

7KH�3URSRVDO�ZRXOG�NH\�WKH�GHILQLWLRQ�RI�³VPDOO�EXVLQHVV´�WR�D���0�JURVV�DQQXDO�UHYHQXH�
WKUHVKROG��� ,PSRVLQJ�D���0�JURVV�DQQXDO�UHYHQXH�WKUHVKROG�ZRXOG�EH�VLJQLILFDQWO\ RYHULQFOXVLYH��
UHDFKLQJ�LQWR�FRPPHUFLDO�OHQGLQJ�DFWLYLW\�DQG�FDSWXULQJ�PDQ\�ODUJHU�EXVLQHVVHV�WKDW�DUH�QRW�³VPDOO�
EXVLQHVVHV´�ZLWKLQ�WKH�LQWHQGHG�VFRSH�RI�6HFWLRQ������� %\�XVLQJ�DQ�XQGXO\�KLJK�WKUHVKROG��WKH�
%XUHDX� ZLOO� H[SDQG� WKH� QXPEHU� RI� EXVLQHVVHV� VXEMHFW� WR� WKH� GDWD� FROOHFWLRQ�� UHVXOWLQJ� LQ� WKH�
FROOHFWLRQ�RI�VHQVLWLYH�EXVLQHVV�GDWD�WKDW�GRHV�QRW�DGYDQFH�FRQJUHVVLRQDO�SXUSRVHV��,W�DOVR�ZRXOG�
XQGXO\�LQFUHDVH�WKH�DPRXQW�RI�WLPH�WKDW�EXVLQHVVHV�ZLOO�KDYH�WR�VSHQG�SURYLGLQJ�LQIRUPDWLRQ�WR�
OHQGHUV��DV�ZHOO�DV�GLVFRXUDJH�VRPH�ERUURZHUV�IURP�SXUVXLQJ�DQ�DSSOLFDWLRQ�� 0RUHRYHU��LW�ZLOO�
OLNHO\�LQFUHDVH�WKH�FRPSOLDQFH�EXUGHQ�IRU�OHQGHUV��0RVW�EDVLFDOO\��WKH�YROXPH�RI�WUDQVDFWLRQV�IRU�
ZKLFK�OHQGHUV�ZLOO�EH�UHTXLUHG�WR�FROOHFW�UHOHYDQW�GDWD�ZLOO�VLJQLILFDQWO\ H[SDQG��0RUHRYHU��EHFDXVH
ODUJHU�EXVLQHVVHV XVH� D�EURDGHU� UDQJH�RI� FUHGLW� SURGXFWV�� OHQGHUV�ZRXOG�KDYH� WR�EXLOG�RXW� WKHLU�
FRPSOLDQFH�DFWLYLWLHV�WR�FDSWXUH�LQIRUPDWLRQ�DERXW�PRUH�WUDGLWLRQDO�FRUSRUDWH�OHQGLQJ�SURGXFWV�WKDW�
DUH QRW� W\SLFDOO\� RIIHUHG� WR� WKH� VPDOO� EXVLQHVVHV� WKDW� VKRXOG� EH� WKH� IRFXV� RI� WKLV� UXOHPDNLQJ�
%HFDXVH�WKHVH�ODUJHU�FRPSDQLHV�IDOO�RXWVLGH�WKH�LQWHQGHG�VFRSH�RI�6HFWLRQ�������WKHVH�VXEVWDQWLDO�
LQFUHDVHG�FRPSOLDQFH�EXUGHQV�IRU�OHQGHUV�DUH�QRW�MXVWLILHG�E\�DQ\�FRUUHVSRQGLQJ�LQFUHDVH�LQ�WKH�
LQWHQGHG�YDOXH�RI�WKH�GDWD�WKDW�ZRXOG EH�FROOHFWHG��

8VLQJ� D� ORZHU� JURVV� DQQXDO� UHYHQXH� WKUHVKROG� ZRXOG� DFKLHYH� WKH� JRDOV� RI� WKH� VWDWXWH�
ZLWKRXW�FUHDWLQJ�XQQHFHVVDU\�FRPSOLDQFH�EXUGHQV IRU�ILQDQFLDO�LQVWLWXWLRQV�HQJDJHG�LQ�FRPPHUFLDO�
OHQGLQJ�DQG�D FRUUHVSRQGLQJ�LQFUHDVH�LQ� WKH�FRVW�RI�FUHGLW� IRU VPDOO�EXVLQHVVHV� $V�WKH�%XUHDX�
QRWHV��WKHUH�DUH�UHDGLO\�DYDLODEOH�PHDVXUHV�IURP�RWKHU�UHJXODWRU\�IUDPHZRUNV�WKDW�FDQ�SURYLGH�WKH�
JURVV�DQQXDO�UHYHQXH�WKUHVKROG�IRU�WKH�SXUSRVHV�RI�6HFWLRQ������ )RU�H[DPSOH��DV�WKH�%XUHDX�QRWHV��
IRU�D�³EXVLQHVV�DSSOLFDQW�ZLWK�JURVV�DQQXDO�UHYHQXHV�RI����PLOOLRQ�RU�OHVV�´�XQGHU�WKH�(TXDO�&UHGLW�
2SSRUWXQLW\�$FW��DV�LPSOHPHQWHG�WKURXJK�5HJXODWLRQ�%� ³D�FUHGLWRU�PXVW�SURYLGH�D�QRWLILFDWLRQ�
IROORZLQJ�DQ�DGYHUVH�DFWLRQ��VXFK�DV�D�FUHGLW�GHQLDO�´�� 5HJXODWLRQ�%�DIIRUGV�UHOD[HG�QRWLILFDWLRQ�
UHTXLUHPHQWV�IRU�EXVLQHVVHV�ZLWK�UHYHQXH�LQ�H[FHVV�RI�WKH����PLOOLRQ�WKUHVKROG�SUHFLVHO\�EHFDXVH�
WKRVH�EXVLQHVVHV�DUH�PDWHULDOO\�GLIIHUHQW��7KRVH�EXVLQHVVHV�VKRXOG�QRW�EH�FRQVLGHUHG�³VPDOO´�XQGHU�
WKH�ILQDO�UXOH��/LNHZLVH��WKH����PLOOLRQ�WKUHVKROG�LV�XVHG�LQ�RWKHU�UHJXODWRU\�FRQWH[WV��DV�ZHOO�DV�
IRU�RWKHU�PHDVXUHV�RI�VPDOO�EXVLQHVV�DFWLYLW\��� 7KH�%XUHDX�QRWHV��IRU�H[DPSOH��WKDW�WKH�)HGHUDO�
)LQDQFLDO� ,QVWLWXWLRQV�([DPLQDWLRQ�&RXQFLO� �)),(&��DQG�1DWLRQDO�&UHGLW�8QLRQ $GPLQLVWUDWLRQ�
�1&8$�� &RQVROLGDWHG� 5HSRUWV� RI� &RQGLWLRQ� DQG� ,QFRPH� �&DOO� 5HSRUWV�� DQG� &RPPXQLW\�
5HLQYHVWPHQW�$FW� GDWD� ERWK� ³LGHQWLI\� ORDQV� RI� XQGHU� ���PLOOLRQ� LQ� YDOXH�� DQG�&5$� GDWD� DOVR�
LGHQWLI\�ORDQV�WR�EXVLQHVVHV�ZLWK�DQQXDO�UHYHQXHV�RI����PLOOLRQ�RU�OHVV�´�� 0RUHRYHU��WKH�UHFHQWO\�
UHVFLQGHG�&5$�UXOH�SURPXOJDWHG�E\�WKH�2IILFH�RI�WKH�&RPSWUROOHU�RI�WKH�&XUUHQF\�ZRXOG�KDYH�
XVHG�D������PLOOLRQ�JURVV�DQQXDO�UHYHQXH�WKUHVKROG�WR�GHILQH�&5$�HOLJLEOH EXVLQHVVHV��� 2WKHU�
UHJXODWRU\�IUDPHZRUNV�WKXV�RIIHU�DPSOH�PRGHOV�IRU�D�ORZHU�JURVV�DQQXDO�UHYHQXH�WKUHVKROG�LQ�WKH�
GHILQLWLRQ�RI�D�³VPDOO�EXVLQHVV�´� :H�ZRXOG�XUJH�WKH�%XUHDX�WR�VHOHFW�RQH�RI�WKHVH�PRGHOV�DV�WKH�
WKUHVKROG�PHDVXUH�IRU�³VPDOO�EXVLQHVV´�VWDWXV�XQGHU�WKH�IRUWKFRPLQJ�ILQDO�UXOH��'RLQJ�VR�ZLOO�EHWWHU�
DOLJQ�WKH�ILQDO�UXOH�ZLWK�WKH�SUDFWLFDO�UHDOLWLHV�RI�WKH�VPDOO�EXVLQHVV�PDUNHW�DQG�EHWWHU�DFFRPSOLVK�

�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
�� 6HH )LQDO�5XOH��&RPPXQLW\�5HLQYHVWPHQW�$FW�5HJXODWLRQV�����)HG��5HJ����������������-XQ�����������
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&RQJUHVV¶�SXUSRVH�LQ�HQDFWLQJ�6HFWLRQ������ 8VLQJ�D�UHYHQXH�WKUHVKROG�WR�GHILQH�³VPDOO�EXVLQHVV´�
WKDW�LV�XVHG�LQ�RWKHU�UHJXODWRU\�IUDPHZRUNV�DOVR ZLOO�VWUHDPOLQH�FRPSOLDQFH�ZLWK�6HFWLRQ�������

F� &RQILUP�WKDW�DOO IRUPV�RI QRW�IRU�SURILW�RUJDQL]DWLRQV�DUH�RXWVLGH�WKH�VFRSH�RI�WKH�
IRUWKFRPLQJ ILQDO�UXOH�

8QGHUVWDQGLQJ�WKH�W\SHV�RI�HQWLWLHV�ZKRVH�LQIRUPDWLRQ�PXVW�EH�FROOHFWHG�XQGHU�WKH�UXOH�LV�
FULWLFDO WR�HQDEOLQJ�HIILFLHQW�FRPSOLDQFH�� 7R�WKDW�HQG��ZH�XQGHUVWDQG�WKH�%XUHDX� LQWHQGV WR H[FOXGH�
DOO�QRW�IRU�SURILW�RUJDQL]DWLRQV�IURP�WKH�VFRSH�RI�WKH�IRUWKFRPLQJ�ILQDO�UXOH��L�H���D�OHQGHU�ZRXOG�
QRW�KDYH�WR�FROOHFW�LQIRUPDWLRQ�IURP�D�QRW�IRU�SURILW�RUJDQL]DWLRQ�DSSO\LQJ�IRU�D�ORDQ��� 7R�DYRLG�
DQ\�FRQIXVLRQ��KRZHYHU��ZH�ZRXOG�XUJH�WKH�%XUHDX WR�FOHDUO\�VWDWH�LQ�WKH�ILQDO�UXOH�RU�DVVRFLDWHG�
PDWHULDOV� WKDW� FROOHFWLRQ� IURP� DOO� QRW�IRU�SURILW� RUJDQL]DWLRQV� ZLOO� QRW� EH� UHTXLUHG� XQGHU� WKH�
IRUWKFRPLQJ�ILQDO�UXOH�

6SHFLILFDOO\��WKH�3URSRVDO�UHIHUV�WR�H[LVWLQJ�6%$�UHJXODWLRQV�WR�GHILQH�WKH�³VPDOO�EXVLQHVV�
FRQFHUQV´�WKDW�ZLOO�EH�WKH�IRFXV�RI�DQ\�ILQDO�UXOH� $V�WKH�%XUHDX�QRWHV��WKHVH�UHJXODWLRQV�LQGLFDWH�
WKDW�

D� EXVLQHVV� FRQFHUQ� PD\� EH� LQ� WKH� OHJDO� IRUP� RI� DQ� LQGLYLGXDO� SURSULHWRUVKLS��
SDUWQHUVKLS��OLPLWHG�OLDELOLW\�FRPSDQ\��FRUSRUDWLRQ��MRLQW�YHQWXUH��DVVRFLDWLRQ��WUXVW�
RU�FRRSHUDWLYH��H[FHSW�WKDW�ZKHUH�WKH�IRUP�LV�D�MRLQW�YHQWXUH�WKHUH�FDQ�EH�QR�PRUH�
WKDQ����SHUFHQW�SDUWLFLSDWLRQ�E\�IRUHLJQ�EXVLQHVV�HQWLWLHV�LQ�WKH�MRLQW�YHQWXUH�� 7KXV��
IRU�H[DPSOH��ILQDQFLDO�LQVWLWXWLRQV�ZRXOG�QRW�EH�UHTXLUHG�WR�FROOHFW�DQG�UHSRUW�GDWD�
XQGHU� SURSRVHG� VXESDUW� %� IRU� QRW�IRU�SURILW� DSSOLFDQWV�� EHFDXVH� WKH\� DUH� QRW�
µRUJDQL]HG�IRU�SURILW¶�DQG�DUH�WKXV�QRW�D�µEXVLQHVV�FRQFHUQ�¶��

:H�XQGHUVWDQG� WKLV� H[SODQDWLRQ� WR�PHDQ� WKDW� WKH�%XUHDX� LQWHQGV�QRW� WR� UHTXLUH�GDWD� FROOHFWLRQ�
UHJDUGLQJ�ORDQV�WR�QRW�IRU�SURILW�RUJDQL]DWLRQV�� )RU�FODULW\��KRZHYHU��ZH�ZRXOG�DVN�WKH�%XUHDX�WR�
FRQILUP�LQ�WKH�)LQDO�5XOH�WKDW�6HFWLRQ�����¶V�GDWD�FROOHFWLRQ�UHTXLUHPHQWV�GR�QRW�DSSO\�WR�DQ\�QRW�
IRU�SURILW�RUJDQL]DWLRQV��LQFOXGLQJ�WUXVWV��VSHFLDO�SXUSRVH�YHKLFOHV��SDVV�WKURXJK�HQWLWLHV��KROGLQJ�
FRPSDQLHV�WKDW�DUH�QRW�RUJDQL]HG�IRU�SURILW��DQG�OLPLWHG�OLDELOLW\�FRPSDQLHV�WKDW�DUH�QRW�IRUPHG�IRU�
EXVLQHVV�SXUSRVHV��� /LNHZLVH��ZH�ZRXOG�DVN�WKH�%XUHDX�WR�FRQILUP�WKDW�JRYHUQPHQW�DJHQFLHV�DQG�
LQVWLWXWLRQV�DUH�HTXDOO\�H[FOXGHG�IURP�WKH�FRYHUDJH�RI�WKH�IRUWKFRPLQJ�ILQDO�UXOH�

G� &ODULI\�FRYHUDJH�RI�UXOH�DQG�FUHDWH�DSSURSULDWH�SURGXFW�H[FOXVLRQV��

L� ([HPSW�SULYDWH�ODEHO�DQG�FR�EUDQGHG�FRPPHUFLDO�FUHGLW�FDUGV�IURP�WKH�
UHTXLUHPHQWV�RI�6HFWLRQ������

�� 6HH�3URSRVDO�����)HG��5HJ��DW�������Q�����
�� :LWK�UHVSHFW�WR�WKLV�ODVW�FDWHJRU\�RI�HQWLWLHV��ZH�XQGHUVWDQG�WKDW�DSSOLFDQWV�RIWHQ�FUHDWH�ERUURZLQJ�
HQWLWLHV�VROHO\�IRU�WD[��DQRQ\PLW\��RU�RWKHU�SXUSRVHV�DQG�WKDW�WKHVH�HQWLWLHV�DUH�QRW�LQWHQGHG�WR�HDUQ�SURILW�
WKURXJK�EXVLQHVV�PHDQV��,QFOXGLQJ�WKHVH�HQWLWLHV�LQ�WKH�VFRSH�RI�WKH�IRUWKFRPLQJ�ILQDO�UXOH�ZRXOG�QRW�
DGYDQFH�WKH�SXUSRVHV�RI 6HFWLRQ������
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7KH� %XUHDX� DFNQRZOHGJHV� WKH� FRPPHQWV LW� UHFHLYHG� WKDW H[SODLQHG WKH� FRPSOH[LWLHV�
DVVRFLDWHG�ZLWK�H[WHQVLRQV�RI�FUHGLW�DW�WKH�SRLQW�RI�VDOH��� $V�WKRVH�FRPPHQWV�H[SODLQ��VXFK�SRLQW�
RI� VDOH� DSSOLFDWLRQV� ³LQFOXGH� WKRVH�SULYDWH� ODEHO� FUHGLW� FDUGV�RU�RWKHU�SURGXFWV�RIIHUHG� WKURXJK�
UHWDLOHUV�LQ�ZKLFK�WKH�ILQDQFLDO�LQVWLWXWLRQ�LWVHOI�GRHV�QRW�LQWHUDFW�ZLWK�WKH�DSSOLFDQW�DW�WKH�WLPH�RI�
DSSOLFDWLRQ�´�� 7KH� FKDOOHQJHV� DVVRFLDWHG�ZLWK� VXFK� DSSOLFDWLRQV�ZLOO� EH� DFXWH�� 3RLQW� RI� VDOH�
DSSOLFDWLRQV�ZLOO�EH�UHFHLYHG�E\�D�EURDG�UDQJH�RI�UHSUHVHQWDWLYHV�RI�UHWDLO�SDUWQHUV��PDQ\�RI�ZKRP�
PD\�EH� VHDVRQDO� HPSOR\HHV� RU� RWKHUZLVH� RI� VKRUW� WHQXUH�ZLWK� WKH� UHWDLO� SDUWQHU��/LNHZLVH�� WKH�
LQGLYLGXDO�ILOOLQJ�RXW�WKH�DSSOLFDWLRQ�PD\�EH�ZHOO�UHPRYHG�IURP�WKH�EXVLQHVV¶�RZQHUVKLS��UHQGHULQJ�
WKHP�XQDEOH�WR�DFFXUDWHO\�FRPSOHWH�WKH�UHTXHVWHG�LQIRUPDWLRQ�� $V�D�UHVXOW��DWWHPSWLQJ�WR�FROOHFW�
GDWD� DW� WKH� SRLQW� RI� VDOH�ZLOO� UHVXOW� LQ� VLJQLILFDQW� FRPSOLDQFH� FKDOOHQJHV� DQG� WKH� FROOHFWLRQ� RI�
LQDFFXUDWH�GDWD��� ,QGHHG��PDQ\�RI�RXU�PHPEHUV�DUH�KLJKO\�FRQFHUQHG�DERXW�WKH�FKDOOHQJHV�WKDW�
ERWK�UHWDLOHUV�DQG�FXVWRPHUV�ZLOO�IDFH�LQ�D�QRQ�EDQN�DSSOLFDWLRQ�VFHQDULR�� :H�DFFRUGLQJO\�XUJH�
WKH�%XUHDX�WR�IRFXV�LWV�UXOHPDNLQJ�DZD\�IURP�WKHVH�WUDQVDFWLRQV�DQG�DOORZ�LQVWLWXWLRQV�WR�IRFXV�
WKHLU� FRPSOLDQFH� UHVRXUFHV� RQ� WKH� WUDQVDFWLRQV� WKDW� FRPSULVH� WKH� YDVW�PDMRULW\� RI� OHQGLQJ� WKDW�
&RQJUHVV�LQWHQGHG�WR�FRYHU�ZLWK�6HFWLRQ������� 7R�GR�VR��WKH�%XUHDX�VKRXOG�H[FOXGH�SULYDWH�ODEHO�
DQG�FR�EUDQGHG�FRPPHUFLDO�FUHGLW�FDUGV IURP�WKH�VFRSH�RI�WKH�IRUWKFRPLQJ�ILQDO�UXOH�

3URFHHGLQJ�ZLWK�WKH�3URSRVDO DV�GUDIWHG LV�OLNHO\�WR�GHFUHDVH�WKH�DYDLODELOLW\�RI��DQG�GHPDQG�
IRU��VPDOO�EXVLQHVV�DQG�FRPPHUFLDO�FUHGLW�FDUGV ZLWK�OLWWOH�SXEOLF�SROLF\�EHQHILW�� 0HUFKDQWV�RIIHU�
DQG�SURPRWH�SULYDWH�ODEHO�DQG�FR�EUDQGHG�FUHGLW�EHFDXVH�LW�FDQ�EH�LQWHJUDWHG�VHDPOHVVO\�LQWR�WKH�
VDOHV�SURFHVV�ZLWKRXW�XQGXH�EXUGHQ�RU�GHOD\�DW�WKH�SRLQW�RI�VDOH� 5HWDLOHUV�FRQWLQXH�WR�SXVK�WKHLU�
FUHGLW�SDUWQHUV�WR�PDNH�WKH�DSSOLFDWLRQ�SURFHVV�LQFUHDVLQJO\�VLPSOH�WR�VDWLVI\�FRQVXPHUV¶�GHVLUH�IRU�
VSHHG�DQG�FRQYHQLHQFH�� 7KH�3URSRVDO��RQ�WKH�RWKHU�KDQG��ZRXOG�PDNH�WKH�SURFHVV�RI�DSSO\LQJ�IRU�
FRPPHUFLDO� FUHGLW� EXUGHQVRPH� DQG� WLPH� FRQVXPLQJ�� 7KH� 3URSRVDO� ZRXOG� UHTXLUH� FUHGLW�
DSSOLFDWLRQV� WR� LQFOXGH� QXPHURXV� DGGLWLRQDO� GDWD� ILHOGV� DQG� D� OHQJWK\� GLVFORVXUH�GDWD� UHTXHVW�
DURXQG�UDFH�DQG�JHQGHU��7KLV�ZLOO�PDNH�LW�OHVV�OLNHO\�WKDW�PHUFKDQWV�ZRXOG�SURPRWH�RU�HYHQ�RIIHU�
FRPPHUFLDO�FUHGLW�RSWLRQV�LQ�WKHLU�VWRUHV DQG�PRUH�OLNHO\�IRU�FXVWRPHUV�WR�DEDQGRQ�WKH�DSSOLFDWLRQ��
1RW�RQO\�ZRXOG WKH�3URSRVDO�PDNH�WKH�DSSOLFDWLRQ�SURFHVV�LWVHOI�XQDWWUDFWLYH�IURP�WKH�PHUFKDQW¶V�
SHUVSHFWLYH��EXW�WKH�3URSRVDO�ZRXOG�IRUFH�PHUFKDQWV�WR�SUHSDUH�IRU�GLVFXVVLRQV�RI�JHQGHU�DQG�UDFH�
LQ� WKHLU�VWRUHV�� :H�DSSUHFLDWH�WKDW� WKH�JUHDWO\�H[SDQGHG�DSSOLFDWLRQ�IRU�FRPPHUFLDO�FUHGLW�ZLOO�
VWDWH�WKDW�SURYLGLQJ�LQIRUPDWLRQ�DURXQG�UDFH�DQG�JHQGHU�LV�RSWLRQDO� +RZHYHU��QRW�DOO�DSSOLFDQWV�
ZLOO�UHDG�WKDW�GLVFODLPHU�DPRQJ�WKH�VLJQLILFDQW�YROXPH�RI�LQIRUPDWLRQ�WKH\�PXVW�ZDGH�WKURXJK��
7KH�DSSOLFDWLRQ�ZLOO�SURPSW�TXHVWLRQV�DERXW�UDFH�DQG�JHQGHU�IURP�DSSOLFDQWV��HYHQ�IURP�WKRVH�ZKR�
UHDG�WKH�GLVFODLPHU��GLUHFWHG�DW�WKH�UHWDLOHU¶V�HPSOR\HHV�± QRW�D�EDQNHU��7KDW�PHDQV�VWRUH�DVVRFLDWHV�
ZLOO� IDFH TXHVWLRQV� WKDW� WKH\�PD\�QRW�EH�DEOH� WR�DQVZHU�� )XUWKHUPRUH�� WKHUH�ZLOO� LQHYLWDEO\�EH�
FLUFXPVWDQFHV�ZKHQ�D�GHQLHG�DSSOLFDQW�SXEOLFO\�DOOHJHV�LQ�WKH�VWRUH WKDW�WKH�DSSOLFDWLRQ�ZDV�GHQLHG�
EHFDXVH�WKH�VWRUH�DQG�RU�WKH�OHQGHU�GLVFULPLQDWHG�EDVHG�RQ�UDFH�RU�JHQGHU� 0HUFKDQWV DUH�VXUH�WR�
FRQVLGHU WKHVH� IDFWRUV EHIRUH� SURPRWLQJ� FRPPHUFLDO� FUHGLW� LQ� VWRUH�� ZLWK� D� UHGXFWLRQ� LQ� WKH�
DYDLODELOLW\�RI�FUHGLW�WKH�PRVW�OLNHO\�UHVXOW�

�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
�� 1RWDEO\��D�UHWDLOHU²QRW�D�OHQGHU²ZLOO�FKRRVH�WKH�ORFDWLRQ�RI�WKH�UHWDLOHU¶V�ORFDWLRQV��$V�D�UHVXOW��DQ\�
GDWD�FROOHFWHG�LQ�WKDW�FKDQQHO�ZLOO�UHIOHFW�WKH�GHFLVLRQV�PDGH�E\�WKH�UHWDLOHU��QRW�WKH�OHQGHU¶V�RXWUHDFK�LQ�
DQ\�SDUWLFXODU�FRPPXQLW\�
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$VVXPLQJ�WKH�PHUFKDQW�FKRRVHV�WR�PDNH�FRPPHUFLDO�FUHGLW�DYDLODEOH�� WKH�3URSRVDO�DOVR
ZRXOG PDNH�LW�OHVV�OLNHO\�WKDW�WKH�FRPPHUFLDO�FXVWRPHU�VXEPLWV�DQ�DSSOLFDWLRQ� 3RWHQWLDO�DSSOLFDQWV�
ZLOO�IDFH�DQ�DSSOLFDWLRQ�ZLWK�VLJQLILFDQW�GDWD�UHTXHVWV��RQO\�WR�EH�IROORZHG�E\�D�GHWDLOHG�LQTXLU\�
LQWR�LVVXHV�DURXQG�UDFH�DQG�JHQGHU�� 7KLV�ZLOO�GLVFRXUDJH�SRWHQWLDO�DSSOLFDQWV�IURP�FRPSOHWLQJ�DQG�
VXEPLWWLQJ�WKHLU�DSSOLFDWLRQV�

:H�DFFRUGLQJO\�XUJH�WKH�%XUHDX�WR�H[FOXGH�FRPPHUFLDO�DQG�FR�EUDQGHG�FUHGLW�IURP�WKH�
VFRSH�RI�WKH�IRUWKFRPLQJ�ILQDO�UXOH��

LL� ([HPSW�LQGLUHFW�OHQGLQJ�IURP�WKH�UHTXLUHPHQWV�RI�6HFWLRQ������

6LPLODUO\��ZH�ZRXOG�UHFRPPHQG�WKDW�WKH�%XUHDX�H[HPSW�LQGLUHFW�OHQGLQJ�ZKHUH�WKH�VPDOO�
EXVLQHVV� DSSOLFDQW� LQWHUDFWV� RQO\�ZLWK� D� YHQGRU� SDUWQHU� RI� WKH� ILQDQFLDO� LQVWLWXWLRQ� �VXFK� DV� DQ�
HTXLSPHQW�GHDOHU�RU�PDQXIDFWXUHU���$SSOLFDWLRQ�WDNHUV�LQ�WKH�LQGLUHFW�OHQGLQJ�PRGHO�DUH�QRW�WUDLQHG�
HPSOR\HHV�RI�FRYHUHG�ILQDQFLDO�LQVWLWXWLRQV��DQG�WKH�LQGLYLGXDO�ILOOLQJ�RXW�WKH�DSSOLFDWLRQ�PD\�ZHOO�
EH�UHPRYHG�IURP�WKH�EXVLQHVV¶�RZQHUVKLS�� &ROOHFWLQJ 6HFWLRQ������GDWD�LQ�WKHVH�VFHQDULRV�FRXOG�
UHVXOW�LQ�VLJQLILFDQW�FRPSOLDQFH�FKDOOHQJHV�DQG�WKH�FROOHFWLRQ�RI�LQDFFXUDWH�GDWD�

LLL� &OHDUO\�H[FOXGH�SHUVRQDO�ORDQV�IURP�WKH�VFRSH�RI�WKH�ILQDO�UXOH�

:H�ZHOFRPH�WKH�%XUHDX¶V�GHFLVLRQ�QRW�WR�UHTXLUH�OHQGHUV�WR�DWWHPSW�WR�ORRN�IRU�D�EXVLQHVV�
SXUSRVH�EHKLQG�FRQVXPHU�GHVLJQDWHG�FUHGLW��� 7KH�6%5()$�SDQHO�DGYLVHG�DJDLQVW�LQFOXGLQJ�VXFK�
SHUVRQDO�ORDQV�LQ�WKH�VFRSH�RI�WKH�UXOH�LPSOHPHQWLQJ�6HFWLRQ�������� $V�WKH�%XUHDX�OLNHZLVH�QRWHV��
GHFOLQLQJ�WR�FRYHU�FRQVXPHU�SXUSRVH�ORDQV�ZRXOG�VXSSRUW�FRQVLVWHQW�UHSRUWLQJ��DOLJQ�ZLWK�6HFWLRQ�
����¶V�IRFXV�RQ�UHSRUWLQJ�RI�EXVLQHVV�ORDQV��DQG�SURYLGH�FHUWDLQW\�WR�LQVWLWXWLRQV��� +RZHYHU��WKH�
%XUHDX�DOVR� VROLFLWV�FRPPHQW�³RQ�ZKHWKHU� LW� VKRXOG�SHUPLW� ILQDQFLDO� LQVWLWXWLRQV� WR�YROXQWDULO\�
UHSRUW�FRQVXPHU�GHVLJQDWHG�FUHGLW�ZKHQ�WKH\�KDYH�UHDVRQ�WR�EHOLHYH�WKH�FUHGLW�PLJKW�EH�XVHG�IRU�
EXVLQHVV�SXUSRVHV�´�� 7KH�%XUHDX�VKRXOG�QRW�SHUPLW�VXFK�UHSRUWLQJ��:KLOH�VXFK�UHSRUWLQJ�ZRXOG�
EH� YROXQWDU\�� LW� ZRXOG� HQFRXUDJH� OHQGHUV� WR� VHFRQG� JXHVV� WKHLU� FXVWRPHUV�� LQMHFWLQJ�
FRXQWHUSURGXFWLYH�G\QDPLFV�LQWR�WKH�FXVWRPHU�UHODWLRQVKLS DQG�FUHDWLQJ�VXEVWDQWLDO�ULVN�RI�HUURU�
5DWKHU��WKH�%XUHDX�VKRXOG�FOHDUO\�H[FOXGH�WKHVH�SHUVRQDO�ORDQV�IURP�WKH�VFRSH�RI�WKH�ILQDO�UXOH�

LY� ([FOXGH�WUDGH�FUHGLW�IURP�WKH�VFRSH�RI�WKH�UXOH�

&RQVLVWHQW� ZLWK� WKH� 6%5()$� 2XWOLQH��� WKH� 3URSRVDO� H[FOXGHV� WUDGH� FUHGLW� IURP� WKH�
GHILQLWLRQ� RI� ³&RYHUHG� FUHGLW� WUDQVDFWLRQV�´� LQFOXGLQJ� LW� LQVWHDG� LQ� WKH� GHILQLWLRQ� RI� ³([FOXGHG�
WUDQVDFWLRQV�´�� 7KH�%XUHDX�VKRXOG�UHWDLQ�WKLV�H[FOXVLRQ�RI�WUDGH�FUHGLW�LQ�WKH�IRUWKFRPLQJ ILQDO�
UXOH�� $V�WKH�%XUHDX�QRWHV��³7UDGH�FUHGLW�LV�DQ�RIWHQ�LQIRUPDO��EXVLQHVV�WR�EXVLQHVV�WUDQVDFWLRQ��

�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
�� 6HH�6%5()$�2XWOLQH�����LQGLFDWLQJ�LQWHQW�WR�H[FOXGH�³FRQVXPHU�SXUSRVH�SURGXFWV´�IURP�WKH�VFRSH�RI�
WKH�SURSRVDO��
�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
�� 6HH�3URSRVDO�����)HG��5HJ��DW��������³,Q�LWV�6%5()$�2XWOLQH��WKH�%XUHDX�VWDWHG�WKDW�LW�ZDV�FRQVLGHULQJ�
SURSRVLQJ�WKDW�WUDGH�FUHGLW�QRW�EH�D�FRYHUHG�SURGXFW�XQGHU�VHFWLRQ��������´��
�� 6HH�3URSRVDO������������E�����
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XVXDOO\� EHWZHHQ� QRQILQDQFLDO� ILUPV�ZKHUHE\� VXSSOLHUV� DOORZ� WKHLU� FXVWRPHUV� WR� DFTXLUH� JRRGV�
DQG�RU�VHUYLFHV�ZLWKRXW�UHTXLULQJ�LPPHGLDWH�SD\PHQW�´�� $GGLQJ�UHSRUWLQJ�UHTXLUHPHQWV�WR�WUDGH�
FUHGLW�WUDQVDFWLRQV�ZRXOG�FUHDWH�VXEVWDQWLDO�EXUGHQV�IRU�FRPSDQLHV�DQG�GLVFRXUDJH�WKH�H[WHQVLRQ�
RI�WUDGH�FUHGLW�WKDW�LV�RIWHQ�FULWLFDO�WR�$PHULFDQ�EXVLQHVVHV�

:H�DFFRUGLQJO\�XUJH�WKH�%XUHDX�WR�FRQWLQXH�WR�H[FOXGH�WUDGH�FUHGLW�IURP�WKH�VFRSH�RI�WKH�
ILQDO�UXOH� ,Q�GRLQJ�VR��ZH�ZRXOG�DVN�WKH�%XUHDX�WR�HQVXUH�WKDW�WKLV�H[FOXVLRQ�FRYHUV�H[LVWLQJ�IRUPV�
RI�WUDGH�FUHGLW�DV�VHHQ�LQ�WKH�PDUNHWSODFH�� ,Q�SDUWLFXODU��WUDGH�FUHGLW�VKRXOG�SURSHUO\�EH�XQGHUVWRRG�
WR�LQFOXGH�UHVLGXDO�EX\RXWV��DV�ZHOO�DV�FRQWUDFWXDO�UHEDWHV��RIIVHWV��RU�RWKHU�PRQHWDU\�LQFHQWLYHV�WR�
HQWHU� LQWR�D�FRQWUDFWXDO� UHODWLRQVKLS� 1RQH�RI� WKHVH�DUH� ILQDQFLQJ�RSWLRQV��7KH\�VKRXOG�QRW�EH�
VXEMHFW�WR�WKH�ILQDO�UXOH� /LNHZLVH��ZH�ZRXOG�DVN�WKDW�DOO�IRUPV�RI�WUDGH�FUHGLW²QRW�RQO\�LQ�KRXVH�
WUDGH� FUHGLW²EH� H[HPSW� IURP� WKH� GDWD� FROOHFWLRQ� DQG� UHSRUWLQJ� UHTXLUHPHQWV� LPSRVHG� E\� WKH�
IRUWKFRPLQJ�ILQDO�UXOH��&RQVLVWHQW�UHJXODWRU\�WUHDWPHQW�RI�DOO�IRUPV�RI�WUDGH�FUHGLW�ZLOO�XOWLPDWHO\�
EHQHILW� FRQVXPHUV��:H� DFFRUGLQJO\�ZRXOG� XUJH� WKH�%XUHDX� WR� UHYLVH SURSRVHG�&RPPHQW� �� WR�
6HFWLRQ����������E�����WR�H[FOXGH�WUDGH�FUHGLW�H[WHQGHG�E\�ILQDQFLDO�LQVWLWXWLRQV�IURP�WKH�FRYHUDJH�
RI�WKH�IRUWKFRPLQJ�ILQDO�UXOH�

Y� &ODULI\�DSSOLFDWLRQ�RI�UXOH�WR�PHUFKDQW�FDVK�DGYDQFHV�

7KH�3URSRVDO�ZRXOG�LQFOXGH�PHUFKDQW�FDVK�DGYDQFHV�DV�FRYHUHG�ORDQV�IRU�GDWD�FROOHFWLRQ�
UHTXLUHPHQWV��� 7KH�3URSRVDO�JHQHUDOO\�GHVFULEHV�PHUFKDQW�FDVK�DGYDQFHV��RU�0&$V��³DV�W\SLFDOO\�
VWUXFWXUHG�WR�SURYLGH�D�OXPS�VXP�SD\PHQW�XS�IURQW��D�FDVK�DGYDQFH��LQ�H[FKDQJH�IRU�D�VKDUH�RI�
IXWXUH�UHYHQXH�XQWLO�WKH�DGYDQFH��SOXV�DQ�DGGLWLRQDO�DPRXQW��LV�UHSDLG�´�� 7KH�3URSRVDO�DOVR�QRWHV��
KRZHYHU��WKDW�³0&$V�YDU\�LQ�IRUP�DQG�VXEVWDQFH�´�DQG�WKDW�0&$V�PD\�SXUSRUW�WR�EH�VWUXFWXUHG�
DV� D� VDOH� UDWKHU� WKDQ� DQ� H[WHQVLRQ� RI� FUHGLW��� *LYHQ� WKH� VWDWHG� VWUXFWXUH� RI� PDQ\� 0&$V� DV�
SXUFKDVHV��QRW�ORDQV��DV�ZHOO�DV�WKHLU�YDU\LQJ�IRUPV��LW�LV�XQFOHDU�H[DFWO\�ZKLFK�WUDQVDFWLRQV�ZLOO�
TXDOLI\�DV�0&$V�XQGHU�WKH�UXOH�DQG�WKXV�WULJJHU�UHSRUWLQJ�UHTXLUHPHQWV� 0RUHRYHU��VLQFH�PDQ\��LI�
QRW� PRVW�� 0&$� WUDQVDFWLRQV� GR� QRW� LQYROYH� D� FUHGLW� DSSOLFDWLRQ�� LW� LV� XQFOHDU� KRZ� D� 0&$�
WUDQVDFWLRQ�FRXOG�EH�SURSHUO\�VXEMHFW�WR�WKH�UXOH�� /LNHZLVH��VRPH�RI�WKH�VWDQGDUG�WHUPV�WR�GHVFULEH�
D�FUHGLW�WUDQVDFWLRQ�± VXFK�DV�DQ�$35�± GR�QRW�UHDGLO\�WUDQVIHU�LQWR�WKH�0&$�FRQWH[W� 7KH�3URSRVDO�
GRHV�QRW�FOHDUO\�H[SODLQ�KRZ� OHQGHUV� VKRXOG� UHSRUW� VXFK� LQIRUPDWLRQ� LQ� OLJKW�RI� WKH� IHDWXUHV�RI�
0&$�SURGXFWV��

:H DFFRUGLQJO\� DUH� FRQFHUQHG� WKDW� DSSOLFDWLRQ� RI� WKH� FXUUHQW� 3URSRVDO� WR�0&$V� FRXOG�
UHVXOW�LQ�VXEVWDQWLDO�FRQIXVLRQ�DQG�XQQHFHVVDU\�FRPSOLDQFH�EXUGHQ�� :H�DOVR�DUH�FRQFHUQHG�DW�WKH�
SURVSHFW�RI�WKLV�UHJXODWRU\�XQFHUWDLQW\�WUDQVODWLQJ�LQWR�XQIDLU�HQIRUFHPHQW�DFWLYLW\�LQ�WKH�IXWXUH��
:H FRQVHTXHQWO\ ZRXOG�XUJH�WKH�%XUHDX�WR�FODULI\�WKH�DSSOLFDWLRQ�RI�WKH�UXOH�WR 0&$�WUDQVDFWLRQV�
LQFOXGLQJ�E\ FOHDUO\�GHILQLQJ WKH�0&$�WUDQVDFWLRQV�WKDW�DUH�VXEMHFW�WR�WKH�UXOH DQG�H[SODLQLQJ�KRZ�
WKH�UXOH�ZLOO�DSSO\�WR�WKH�SDUWLFXODU�IHDWXUHV�RI�0&$�SURGXFWV�

YL� $OORZ�PRUH HIILFLHQW�FRPSOLDQFH�ZLWK�RYHUODSSLQJ�UHSRUWLQJ�UHTXLUHPHQWV�
LQ�6HFWLRQ������DQG�+0'$�

�� ���)HG��5HJ��DW�������������
�� 6HH��H�J���3URSRVDO� ���)HG��5HJ��DW��������������
�� 6HH�3URSRVDO� ���)HG��5HJ��DW������
�� 6HH�3URSRVDO� ���)HG��5HJ��DW�������
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:H�ZHOFRPH�WKH�%XUHDX¶V�IRFXV�LQ�WKH�3URSRVDO�XSRQ�DYRLGLQJ�XQQHFHVVDU\�RU�GXSOLFDWLYH�
FRPSOLDQFH� EXUGHQV�� 2QH� UHPDLQLQJ� DUHD� LQ� ZKLFK� ZH� EHOLHYH� WKH� ULVN� RI� VXFK� XQQHFHVVDU\�
FRPSOLDQFH�EXUGHQV�LV�SDUWLFXODUO\�DFXWH��KRZHYHU��LV�WKH�RYHUODS�EHWZHHQ�UHSRUWLQJ�UHTXLUHPHQWV�
LPSRVHG�XQGHU�6HFWLRQ������DQG�XQGHU�WKH�+RPH�0RUWJDJH�'LVFORVXUH�$FW��³+0'$´��� $V�WKH�
%XUHDX�NQRZV�IURP�LWV�LPSOHPHQWDWLRQ�RI�WKDW�VWDWXWH��+0'$�UHTXLUHV�FHUWDLQ�OHQGHUV�WR�UHSRUW�
GHWDLOHG�LQIRUPDWLRQ�WR�WKHLU�)HGHUDO�VXSHUYLVRU\�DJHQFLHV�DERXW�PRUWJDJH�DSSOLFDWLRQV�DQG�ORDQV�
DW� WKH�WUDQVDFWLRQ�OHYHO��� $V�WKH�%XUHDX�DFNQRZOHGJHV� ³>W@KHUH�PD\�EH�VRPH�RYHUODS�EHWZHHQ�
ZKDW�LV�UHTXLUHG�WR�EH�UHSRUWHG�>WR�D�)HGHUDO�VXSHUYLVRU\�DJHQF\@�XQGHU�+0'$�DQG�ZKDW�LV�FRYHUHG�
E\�VHFWLRQ������IRU�FHUWDLQ�PRUWJDJH�DSSOLFDWLRQV�DQG�ORDQV�IRU�ZRPHQ�RZQHG��PLQRULW\�RZQHG��
DQG�VPDOO�EXVLQHVVHV�´�� ,QGHHG��WKH�%XUHDX�QRWHV�WKDW�³>E@DVHG�RQ�%XUHDX�FDOFXODWLRQV�XVLQJ�WKH�
�����+0'$�GDWD��WKH�%XUHDX�IRXQG�WKDW�FORVH�WR�������OHQGHUV�DQG�DURXQG���������DSSOLFDWLRQV�
LQGLFDWHG�D�µEXVLQHVV�RU�FRPPHUFLDO�SXUSRVH¶�DQG�DURXQG���������DSSOLFDWLRQV�ZHUH�XVHG�IRU�DQ�
µLQYHVWPHQW¶��DV�GHILQHG�E\�WKH�RFFXSDQF\�FRGH��SXUSRVH��2I�WKRVH�DSSOLFDWLRQV��DURXQG��������
ZHUH�IRU����XQLW�SURSHUWLHV�´��

%DVHG� RQ� FRQYHUVDWLRQV� ZLWK� RXU� PHPEHUV�� ZH� H[SHFW� WKDW� WKLV� RYHUODS� LQ� UHSRUWLQJ�
UHTXLUHPHQWV�ZLOO�FUHDWH�XQGXH�FRPSOLDQFH�EXUGHQ�DQG�UHJXODWRU\�FRQIXVLRQ�� :H�FRQVHTXHQWO\�
DVN� WKH� %XUHDX� WR� UHFRQVLGHU� WKLV� SURYLVLRQ� DQG� H[FOXGH� +0'$�UHSRUWDEOH� WUDQVDFWLRQV� IURP�
6HFWLRQ� ����� UXOHPDNLQJ� ,W� ZRXOG� EH� XQQHFHVVDULO\� GXSOLFDWLYH� DQG� EXUGHQVRPH� WR� UHTXLUH�
LQVWLWXWLRQV�WR�FROOHFW�IURP�DSSOLFDQWV�WZR�GLIIHUHQW�VHWV�RI�LQIRUPDWLRQ�IRU�WKH�VDPH�WUDQVDFWLRQ�
DQG�WKH�VDPH�DSSOLFDWLRQ�� :H�XUJH�WKH�%XUHDX�WR�FRQVLGHU�UHOLHYLQJ�OHQGHUV�RI�VXFK�GXSOLFDWLYH�
UHSRUWLQJ� UHTXLUHPHQWV� RU� VKDSLQJ� WKH� ILQDO� UXOH� WR� PLQLPL]H� WKH� FRQIXVLRQ� RU� XQQHFHVVDU\�
UHJXODWRU\�EXUGHQ�WKDW�DQ\�VXFK�GXSOLFDWLYH�UHTXLUHPHQWV�PD\�FDXVH�� ,Q�GRLQJ�VR��ZH�ZRXOG�DVN�
WKH�%XUHDX�WR�FDUHIXOO\�FRQVLGHU�WKH�LQSXW�RI�LQGXVWU\�VWDNHKROGHUV��DV�ZHOO�DV�WR�PDNH�WKLV�WRSLF�D�
IRFXV�RI�LWV�SRVW�UXOH�DFWLYLWLHV�DV�LW�VHHNV�WR�IDFLOLWDWH�FRPSOLDQFH�

YLL� &ODULI\�DSSOLFDWLRQ�RI�DXWRPRWLYH�GHDOHUV¶�H[HPSWLRQ�WR�WKH�UXOH�

$V WKH�%XUHDX�LV�ZHOO�DZDUH��DXWR�GHDOHUV�SOD\�DQ LPSRUWDQW�UROH�LQ�WKH�LQGLUHFW�DXWR�OHQGLQJ�
PDUNHW��+RZHYHU��&RQJUHVV�PDGH�D�SROLF\�MXGJPHQW�WKDW�DXWR�GHDOHUV�ZRXOG�EH�EHWWHU�UHJXODWHG�
WKURXJK�SUH�H[LVWLQJ�FKDQQHOV��QRW�E\�WKH�%XUHDX�� 7R�WKDW�HQG��&RQJUHVV�FOHDUO\�H[FOXGHG�DXWR�
GHDOHUV�IURP�WKH�%XUHDX¶V�DXWKRULW\�XQGHU�WKH�'RGG�)UDQN�$FW��,Q�QR�XQFHUWDLQ�WHUPV��&RQJUHVV�
SURYLGHG�LQ�6HFWLRQ������RI�WKH�'RGG�)UDQN�$FW��VXEMHFW�WR�FHUWDLQ�H[FOXVLRQV�WKDW�DUH�QRW UHOHYDQW�
KHUH��WKDW�³WKH�%XUHDX�PD\�QRW�H[HUFLVH�DQ\�UXOHPDNLQJ��VXSHUYLVRU\��HQIRUFHPHQW�RU�DQ\�RWKHU�
DXWKRULW\�������RYHU�D�PRWRU�YHKLFOH�GHDOHU�WKDW�LV�SUHGRPLQDQWO\�HQJDJHG�LQ�WKH�VDOH�DQG�VHUYLFLQJ�
RI�PRWRU�YHKLFOHV��WKH�OHDVLQJ�DQG�VHUYLFLQJ�RI�PRWRU�YHKLFOHV��RU�ERWK�´�� 7KH�%XUHDX�FRQVHTXHQWO\�
PD\�QRW�LPSRVH�UHTXLUHPHQWV�RQ�DXWR�GHDOHUV�XQGHU�6HFWLRQ�������H[FHSW�ZKHQ�DXWR�GHDOHUV�DFW�
ZLWKLQ�WKH�VFRSH�RI�WKH�OLPLWHG�H[FOXVLRQV�LQ�6HFWLRQ������ :H�DFFRUGLQJO\�ZRXOG�XUJH�WKH�%XUHDX�
WR�HQVXUH�WKDW�WKH�ILQDO�UXOH�H[SOLFLWO\�H[FOXGHV�DXWR�GHDOHUV�DQG��E\�H[WHQVLRQ� ILQDQFLDO�LQVWLWXWLRQV�
ZKHQ�ZRUNLQJ�ZLWK�DXWR�GHDOHUV�LQ�LQGLUHFW�ILQDQFLQJ�WUDQVDFWLRQV�IURP�LWV�VFRSH�

�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
�� 6HH�'RGG�)UDQN�$FW��������I�����
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�� 'HILQH�DQ�³DSSOLFDWLRQ´�WKDW�WULJJHUV�WKH�UHTXLUHPHQWV�RI�WKH�UXOH�LQ�D�ZD\�WKDW�
PLQLPL]HV�GLVUXSWLRQ�WR�WKH�IORZ�RI�VPDOO�EXVLQHVV�FUHGLW�

3URSHUO\�GHILQLQJ�DQ�³DSSOLFDWLRQ´�WKDW�WULJJHUV�GDWD�FROOHFWLRQ�UHTXLUHPHQWV�ZLOO�EH�FULWLFDO�
WR� HQVXULQJ� WKH� FROOHFWLRQ� RI� KLJK�TXDOLW\� GDWD DQG� WKXV� WKH� ORQJ�WHUP� VXFFHVV� RI� WKLV� UXOH�� ,I
³DSSOLFDWLRQ´�LV�GHILQHG�LQFRUUHFWO\� WKH�%XUHDX�FRXOG�ULVN�JDWKHULQJ�PLVOHDGLQJ�LQIRUPDWLRQ²H�J��
LQIRUPDWLRQ�DERXW�EXVLQHVVHV�WKDW�DEDQGRQHG�WKHLU�LQLWLDO�LQWHUHVW�LQ�D�ORDQ²WKDW�FUHDWHV�PLVOHDGLQJ�
LPSUHVVLRQV�RI�WKH�VWDWH�RI�WKH�PDUNHW��$GGLWLRQDOO\��FHUWDLQ�³VPDOO�EXVLQHVV´��DV�GHILQHG�LQ�WKH�
3URSRVDO��FUHGLW�SURGXFWV�GR�QRW�UHTXLUH�WUDGLWLRQDO�DSSOLFDWLRQV� :H�DFFRUGLQJO\�XUJH�WKH�%XUHDX�
WR� GHILQH� DQ� ³DSSOLFDWLRQ´� IRU� SXUSRVHV� RI� WKH� IRUWKFRPLQJ� ILQDO� UXOH� LQ� D�ZD\� WKDW� DFFXUDWHO\�
UHIOHFWV�WKH�SUDFWLFDO�UHDOLWLHV�RI�VPDOO�EXVLQHVV�OHQGLQJ�

D� ([FOXGH�LQTXLULHV�DQG�SUHTXDOLILFDWLRQ�UHTXHVWV�IURP�WKH�GHILQLWLRQ�RI�DQ�
³DSSOLFDWLRQ�´

7KH� 3URSRVDO� ZRXOG� ³H[FOXGH� LQTXLULHV� DQG� SUHTXDOLILFDWLRQ� UHTXHVWV� DV� D� µFRYHUHG�
DSSOLFDWLRQ�¶�HYHQ� LI� WKH� LQTXLU\�RU�SUHTXDOLILFDWLRQ�UHTXHVW�PD\�EHFRPH�DQ�µDSSOLFDWLRQ¶�XQGHU�
H[LVWLQJ����������I�� WKDW�PD\�WULJJHU�QRWLILFDWLRQ�UHTXLUHPHQWV�´�� 7KLV� LV� WKH�FRUUHFW�DSSURDFK��
7KH�%XUHDX�VKRXOG�H[FOXGH� LQTXLULHV�DQG�SUH�TXDOLILFDWLRQV²FRQFHSWV� WKDW�DUH�DOUHDG\� IDPLOLDU
IURP� H[LVWLQJ� LPSOHPHQWDWLRQ� RI� WKH� (TXDO� &UHGLW� 2SSRUWXQLW\� $FW²IURP� WKH� GHILQLWLRQ� RI�
³DSSOLFDWLRQ´�XQGHU�WKH�UXOH��7KHVH�LQIRUPDO�LQWHUDFWLRQV�FDQQRW�SUDFWLFDOO\�VXSSRUW�WKH�UHSRUWLQJ�
UHJLPH�FRQWHPSODWHG�E\�WKH�3URSRVDO��$V�OHQGHUV�H[SODLQHG�WR�WKH�6%5()$�SDQHO� ³WKH\�HQFRXQWHU�
D� KLJK� QXPEHU� RI� LQTXLULHV� IURP� UDWH� VKRSSHUV� DVNLQJ� DERXW� TXDOLILFDWLRQ� UHTXLUHPHQWV� DQG�
SRWHQWLDO� UDWHV�� PDQ\� RI� ZKLFK� DUH� DEDQGRQHG� RU� RWKHUZLVH� GR� QRW� SURJUHVV� WR� D� FRPSOHWHG�
DSSOLFDWLRQ�´�� ,QGHHG��WKH�%XUHDX�FRUUHFWO\�QRWHV�QXPHURXV�FRQFHUQV�ZLWK�LQFOXGLQJ�LQTXLULHV�DQG�
SUH�TXDOLILFDWLRQV�DV�FRYHUHG�DSSOLFDWLRQV�� $V�WKH�%XUHDX�REVHUYHV��IRU�H[DPSOH��WKHUH�ZRXOG�EH�
³RSHUDWLRQDO�FKDOOHQJHV´�DVVRFLDWHG�ZLWK�WKH�VKHHU�YROXPH�RI�SUH�TXDOLILFDWLRQV�DQG�LQTXLULHV��WKH�
LQIRUPDO�QDWXUH�RI�WKH�UHTXHVWV�ZRXOG�OHDG�WR�WKH�FROOHFWLRQ�RI�LQDFFXUDWH�GDWD��DQG�WKHUH�ZRXOG�EH�
GXSOLFDWLRQ� RI� UHSRUWV� EHWZHHQ� WKH� SUHTXDOLILFDWLRQ� DQG�RU� LQTXLU\� DQG� DQ\� XOWLPDWH� ORDQ�
DSSOLFDWLRQ��� 7KH�%XUHDX�FRQVHTXHQWO\�VKRXOG�FRQWLQXH�WR�H[FOXGH�SUH�TXDOLILFDWLRQV�DQG�LQTXLULHV�
IURP�WKH�GHILQLWLRQ�RI�³DSSOLFDWLRQ´�LQ�WKH�IRUWKFRPLQJ ILQDO�UXOH� ,Q�GRLQJ�VR��WKH�%XUHDX�VKRXOG�
FRQWLQXH�WR�PDNH�FOHDU�WKDW�WKH�UXOH�HTXDOO\�ZRXOG�QRW�DSSO\�WR�WKH�IXOO�UDQJH�RI�RWKHU�LQIRUPDO�
HQJDJHPHQWV�WKDW�OHQGHUV�PD\�KDYH�ZLWK�VPDOO�EXVLQHVVHV�DERXW�SRWHQWLDO�ORDQV��� VXFK�DV�SURDFWLYH�
RIIHUV�WR�UDLVH�D�FUHGLW�OLPLW�RU�SURYLGH�D�GLIIHUHQW�FUHGLW�SURGXFW� ,W�DOVR�VKRXOG�HQVXUH�WKDW�WKH�OLQH�
EHWZHHQ�DQ�³DSSOLFDWLRQ´�DQG�DQ�³LQTXLU\´�RU�³SUHTXDOLILFDWLRQ´�LV�VXIILFLHQWO\�FOHDU�DV�WR�DYRLG�
XQGXH�XQFHUWDLQW\�DV�WKH�IRUWKFRPLQJ�ILQDO�UXOH�LV�LPSOHPHQWHG�LQ�WKH�PDUNHWSODFH�

E� ([FOXGH�UHTXHVWV�IRU�FUHGLW�OLQH�LQFUHDVHV�IURP�WKH�GHILQLWLRQ�RI�³FRYHUHG�
DSSOLFDWLRQ´�XQGHU�WKH�UXOH�

�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
�� 6HH�6%5()$�2XWOLQH����
�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
�� (OVHZKHUH�LQ�WKH�3URSRVDO��WKH�%XUHDX�QRWHV�WKDW�³>D@�ILQDQFLDO�LQVWLWXWLRQ�ZRXOG�QRW�EH�UHTXLUHG�WR�
UHSRUW�DPRXQWV�GLVFXVVHG�EHIRUH�WKH�DSSOLFDWLRQ�LV�PDGH��ZKLFK�ZRXOG�DFFRPPRGDWH�SUHOLPLQDU\�LQIRUPDO�
LQWHUDFWLRQV�´�6HH�3URSRVDO�����)HG��5HJ��DW�������
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7KH�3URSRVDO�ZRXOG�LQFOXGH�D�³>U@HHYDOXDWLRQ��H[WHQVLRQ��RU�UHQHZDO�UHTXHVW>@´�ZLWKLQ�WKH�
GHILQLWLRQ� RI� D� ³FRYHUHG� DSSOLFDWLRQ´� LI� WKH� ³UHTXHVW� VHHNV� DGGLWLRQDO� FUHGLW� DPRXQWV�´�� $V�
FRPPHQWHUV�KDYH�H[SODLQHG��KRZHYHU� ³ILQDQFLDO�LQVWLWXWLRQV�PD\�QRW�UHTXLUH�D�QHZ�DSSOLFDWLRQ�
IRU� >FUHGLW� OLQH� LQFUHDVH@ UHTXHVWV´� DQG� ³XQGHUZULWLQJ� D� OLQH� LQFUHDVH� UHTXHVW� LV� VXEVWDQWLYHO\�
GLVWLQFW�IURP�XQGHUZULWLQJ�D�UHTXHVW�IRU�QHZ�FUHGLW�EHFDXVH�D�OLQH�LQFUHDVH�H[WHQVLYHO\�UHOLHV�RQ�
SDVW�SHUIRUPDQFH�GDWD�DQG�SULRU�UHODWLRQVKLSV�´�� $V�D�UHVXOW��GDWD�UHODWLQJ�WR�FUHGLW�OLQH�LQFUHDVHV�
LV�XQOLNHO\�WR�EH�LQIRUPDWLYH�DQG�LQ�IDFW�PD\�XQGXO\�VNHZ�RU�GLVWRUW� WKH�GDWD� )XUWKHUPRUH�� WKH�
SURFHVV�IRU�UHTXHVWLQJ�OLQH�LQFUHDVHV�LV�KLJKO\�VWUHDPOLQHG DQG�FRYHULQJ�WKHVH�WUDQVDFWLRQV�ZRXOG�
FUHDWH�XQQHFHVVDU\�FRPSOH[LW\�DQG�SRWHQWLDO�GHOD\V�IRU�VPDOO�EXVLQHVV�DSSOLFDQWV��:H�ZRXOG�XUJH�
WKH�%XUHDX�WR�H[FOXGH�UHTXHVWV�IRU�FUHGLW�OLQH�LQFUHDVHV�IURP�WKH�GHILQLWLRQ�RI�³FRYHUHG�DSSOLFDWLRQ´�
XQGHU�DQ\�ILQDO�UXOH��HYHQ�FUHGLW�OLQH�LQFUHDVHV�WKDW�VHHN�DGGLWLRQDO�FUHGLW�

F� 'R�QRW�UHTXLUH�UHSRUWLQJ�LI�WKH�DSSOLFDQW�XOWLPDWHO\�DFFHSWV�D�QRQ�UHSRUWDEOH�
SURGXFW�

$W� WLPHV�� D� FUHGLW� DSSOLFDQW� PD\� LQLWLDOO\� UHTXHVW� D� FRYHUHG� FUHGLW� WUDQVDFWLRQ� RQO\� WR�
XOWLPDWHO\� VHOHFW� D� SURGXFW� WKDW� LV� QRW� UHSRUWDEOH� XQGHU� 6HFWLRQ� ������ ,QFOXGLQJ� VXFK� LQLWLDO�
DSSOLFDWLRQV� XQGHU� 6HFWLRQ� ����� UHSRUWLQJ� ZLOO� QRW� DGYDQFH� WKH� SXUSRVHV� RI� WKH� VWDWXWH�� :H�
DFFRUGLQJO\�XUJH�WKH�%XUHDX�WR�FUHDWH�D�VDIH�KDUERU�IRU�WKH�FROOHFWLRQ�RI�GDWD�IRU�DSSOLFDWLRQV�WKDW�
UHTXHVW�D�FRYHUHG�FUHGLW� WUDQVDFWLRQ�ZKHQ� WKH DSSOLFDQW�XOWLPDWHO\�DFFHSWV�D�SURGXFW� WKDW� LV�QRW�
UHSRUWDEOH�

�� 3URYLGH�IRU�YROXQWDU\�FROOHFWLRQ�RI�KLJK�TXDOLW\ GDWD�

7KH�JRDOV�DQLPDWLQJ�6HFWLRQ������ZLOO�EH�EHVW�DFFRPSOLVKHG�E\�WKH�FROOHFWLRQ�RI�DFFXUDWH�
GDWD�� (QVXULQJ�WKDW�DSSOLFDQWV�VXEPLW�WKH�UHOHYDQW�LQIRUPDWLRQ�RQ�D�YROXQWDU\�EDVLV�ZLOO�JUHDWO\�
LQFUHDVH�WKH�TXDOLW\�RI�WKH�GDWD�WKDW�WKH\�VXEPLW�� $V�D�UHVXOW��ZH�ZRXOG�XUJH�WKH�%XUHDX�WR�IRFXV�
RQ�WKH�YROXQWDU\�FROOHFWLRQ�RI�KLJK�TXDOLW\ GDWD�LQ�WKH�IRUWKFRPLQJ�ILQDO�UXOH LQ�RUGHU WR�IRVWHU�GDWD�
LQWHJULW\�

D� )RFXV�GDWD�FROOHFWLRQ�WR�PD[LPL]H�LWV�YDOXH��

L� (QVXUH�YDOXH�RI�FROOHFWHG�GDWD�SRLQWV�RXWZHLJK�ULVNV�RI�FROOHFWLRQ��

$V� WKH�%XUHDX� H[SODLQV�� ³6HFWLRQ������ VSHFLILHV� D�QXPEHU�RI�GDWD�SRLQWV� WKDW� ILQDQFLDO�
LQVWLWXWLRQV�DUH�UHTXLUHG�WR�FROOHFW�DQG�UHSRUW��DQG�DOVR�SURYLGHV�DXWKRULW\�IRU�WKH�%XUHDX�WR�UHTXLUH�
DQ\�DGGLWLRQDO�GDWD� WKDW� WKH�%XUHDX�GHWHUPLQHV�ZRXOG� DLG� LQ� IXOILOOLQJ� VHFWLRQ�����¶V� VWDWXWRU\�
SXUSRVHV�´�� 7KH�%XUHDX�SURSRVHV�WR�XVH�WKLV�DXWKRULW\�WR�H[SDQG�WKH�JURXS�RI�UHTXLUHG�GDWD�ILHOGV
EH\RQG�WKRVH�LGHQWLILHG�E\�&RQJUHVV�

:H�EHOLHYH�WKDW�WKH�%XUHDX�VKRXOG�XVH�WKLV�DXWKRULW\�YHU\�FDUHIXOO\�DQG�JUDGXDOO\�� 'DWD�
FROOHFWLRQ�XQGHU�5HJXODWLRQ�&��IRU�H[DPSOH� EHFDPH�PRUH�UREXVW�RYHU�D�QXPEHU�RI�\HDUV��+HUH��
VPDOO� EXVLQHVVHV� VKRXOG� EH� DIIRUGHG� WLPH� WR� EHFRPH� DFFXVWRPHG� WR� WKHVH� QHZ� UHTXLUHPHQWV��

�� 6HH�3URSRVDO������������E�����
�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
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&ROOHFWLRQ� RI� DGGLWLRQDO� LQIRUPDWLRQ�ZLOO� LQFUHDVH� WKH� WLPH� UHTXLUHG� WR� ILOO� RXW� WKH� IRUP�� UDLVH�
FRPSOLDQFH�EXUGHQV��DQG�LQFUHDVH�WKH�ULVN�WKDW� WKH�GDWD�FROOHFWLRQ�GHWHUV�VPDOO�EXVLQHVVHV�IURP�
DSSO\LQJ�IRU�WKH�FUHGLW�WKDW�WKH\�QHHG��

,Q�SDUWLFXODU��ZH�ZRXOG�XUJH�WKH�%XUHDX�QRW�WR�DGG�SULFLQJ�GDWD�WR�WKH OLVW�RI UHTXLUHG�GDWD�
ILHOGV�� 7KH�LQFOXVLRQ�RI�SULFLQJ�GDWD�ZRXOG�VLJQLILFDQWO\�LQFUHDVH�WKH�VHQVLWLYLW\�RI�WKH�GDWD�DQG�
KHLJKWHQ�SULYDF\�FRQVLGHUDWLRQV�� 0RUHRYHU��EHFDXVH�FRQWH[WXDO�GDWD�ZRXOG�QRW�DFFRPSDQ\�VXFK�
SULFLQJ�GDWD��LW�ZRXOG�EH�GLIILFXOW�WR�GUDZ�DQ\�XVHIXO�FRQFOXVLRQV�IURP�WKH�GDWD�� 8QOLNH�PRUWJDJHV�
UHSRUWHG�XQGHU�+0'$��ZKLFK�DUH�GULYHQ�ODUJHO\�E\�FXUUHQW�LQWHUHVW�UDWHV�DQG�WKH�FUHGLWZRUWKLQHVV�
RI�WKH�DSSOLFDQW��VPDOO�EXVLQHVV�OHQGLQJ�SULFLQJ�FDQ�EH�LQIOXHQFHG�E\�FUHGLWZRUWKLQHVV��WKH�QDWXUH�
DQG�YDOXH�RI�WKH�FROODWHUDO��FRPSHQVDWLQJ�ORDQ�EDODQFHV��WKH�SULFLQJ�VWUXFWXUH�IRU�WKH�SURGXFW��L�H���
LQGH[HG� RU� QRQ�LQGH[HG��� FRPSHQVDWLQJ� GHSRVLW� EDODQFHV�� DQG� WKH� SUHVHQFH� RI� RWKHU� ILQDQFLDO�
VHUYLFHV� EXQGOHG� ZLWK� WKH� ORDQ�� $V� D� UHVXOW�� DQ\� FRUUHVSRQGLQJ� EHQHILWV IURP� FROOHFWLQJ� WKLV�
GDWDSRLQW�GR�QRW�RXWZHLJK�WKH�DVVRFLDWHG�ULVNV�DQG�FRVWV���

0RUHRYHU��ZH�ZRXOG�DVN�WKH�%XUHDX�QRW�WR�UHTXLUH�WKH�FROOHFWLRQ�RI�1$,&6�FRGHV�� 0DQ\�
DSSOLFDQWV� ZLOO� QRW� NQRZ� WKH� 1$,&6� FRGH� IRU� WKHLU� EXVLQHVV�� UHVXOWLQJ� LQ� WKH� FROOHFWLRQ� DQG�
UHSRUWLQJ�RI�LQDFFXUDWH�LQIRUPDWLRQ�DV�ZHOO�DV�XQQHFHVVDU\�GHOD\�DQG�FRQIXVLRQ�IRU�WKH�DSSOLFDQW�
DV�WKH\�FRPSOHWH�WKH�UHOHYDQW IRUP��7KLV�UHTXLUHPHQW�DOVR�ZRXOG�LQFUHDVH�WKH�FRPSOLDQFH�EXUGHQ�
IRU� OHQGHUV� WKDW� DUH� QRW� FXUUHQWO\� IDPLOLDU�ZLWK� WKH�1$,&6� FRGH� V\VWHP�� LQFOXGLQJ� EHFDXVH� RI
LQFUHDVHG�WUDLQLQJ�DQG�V\VWHPV�UHTXLUHPHQWV�

LL� 3HUPLW�OHQGHUV�WR�UHO\�RQ�GDWD�SURYLGHG�E\�WKH�DSSOLFDQW�

7KH�GDWD�FROOHFWLRQ�UHTXLUHG�E\�DQ\�ILQDO�UXOH�ZLOO�EH�FRXQWHUSURGXFWLYH�LI�LW�OHDGV�WR�WKH�
FROOHFWLRQ�RI�LQDFFXUDWH�GDWD��:KLOH�HUURUV�RFFDVLRQDOO\�PD\�RFFXU�XQGHU�DQ\�DSSURDFK��WKH�PRVW�
VXUHILUH�ZD\�WR�HQVXUH�DFFXUDF\�ZLOO�EH�WR�UHO\�XSRQ�WKH�GDWD�VXEPLWWHG�E\�WKH�DSSOLFDQW²WKH�HQWLW\�
E\�IDU�EHVW�HTXLSSHG�WR�DQVZHU�WKH�TXHVWLRQV�WKDW�ZLOO�EH�SRVHG�XQGHU�DQ\�ILQDO�UXOH�� 7KH�%XUHDX�
JHQHUDOO\�UHFRJQL]HV�WKLV�SULQFLSOH��SHUPLWWLQJ�D�OHQGHU�WR�UHO\�XSRQ�WKH�LQIRUPDWLRQ�SURYLGHG�E\�
WKH� DSSOLFDQW�� H[FHSW�ZKHQ� LW� YHULILHV� LQIRUPDWLRQ��� :H� UHFRPPHQG� WKDW� WKH�%XUHDX� WDNH� WKDW�
DSSURDFK�LQ�DQ\�ILQDO� UXOH�DQG�FRQILUP�D�OHQGHU�PD\�QRW�EH�KHOG�OLDEOH�LI�DQ�DSSOLFDQW�SURYLGHV�
LQDFFXUDWH�GDWD�RQ�WKH�6HFWLRQ������GDWD�FROOHFWLRQ�IRUP�DQG�WKDW�GDWD�LV�WKHQ�UHSRUWHG�E\�WKH�OHQGHU�
WR�WKH�%XUHDX� :H�DOVR�UHFRPPHQG�WKDW WKH�ILQDO�UXOH�PDNH�FOHDU�WKDW�OHQGHUV�DUH�QRW�UHTXLUHG�WR�
YHULI\� DSSOLFDQW�SURYLGHG� GDWD�� PDNH� WKHLU� RZQ� GHWHUPLQDWLRQV� RU� REVHUYDWLRQV� DERXW� ZKHWKHU�
DSSOLFDQWV�DUH�VPDOO�EXVLQHVVHV��RU�FRQWLQXDOO\�DVN�DSSOLFDQWV�IRU�LQIRUPDWLRQ�LI�WKH�DSSOLFDQW�LV�
QRQ�UHVSRQVLYH� )LQDOO\��ZH�ZRXOG�DVN�WKH�%XUHDX�QRW�WR�WUHDW�DSSOLFDQWV¶�GHFLVLRQV�QRW�WR�SURYLGH�
LQIRUPDWLRQ�WR�OHQGHUV�DV�HYLGHQFH�WKDW�OHQGHUV ODFN�UHDVRQDEO\�GHVLJQHG�SURFHGXUHV�IRU�FROOHFWLQJ�
6HFWLRQ������GDWD�

LLL� 'R�QRW�UHTXLUH�D�OHQGHU�WR�JXHVV�DQ�LQGLYLGXDO¶V�UDFH�HWKQLFLW\�

�� 6HH�JHQHUDOO\�3URSRVDO����)HG��5HJ��DW��������������GLVFXVVLQJ�LQFOXVLRQ�RI�SULFLQJ�GDWD��
�� 6HH�3URSRVDO������������E��
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7KH� %XUHDX� ZRXOG� UHTXLUH D� OHQGHU� WKDW� WDNHV DQ� DSSOLFDWLRQ� LQ� SHUVRQ WR� JXHVV� DQ�
LQGLYLGXDO¶V�UDFH�HWKQLFLW\�LI�WKH\�GR�QRW�YROXQWDULO\�SURYLGH�WKDW�LQIRUPDWLRQ��� 7KLV�UHTXLUHPHQW�
WKDW�D�OHQGHU�JXHVV�DQ�LQGLYLGXDO¶V�UDFH�HWKQLFLW\�UDLVHV VLJQLILFDQW�FRQFHUQV�IRU�WKUHH UHDVRQV�

x )LUVW�� LPSRVLQJ� D� YLVXDO�REVHUYDWLRQ� UHTXLUHPHQW� ZRXOG� EH LQFRQVLVWHQW� ZLWK� DQ�
LQGLYLGXDO¶V VWDWXWRU\� ULJKW�� WR� UHIXVH� WR� SURYLGH� LQIRUPDWLRQ UHTXHVWHG�� LQFOXGLQJ�
LQIRUPDWLRQ DERXW�UDFH�HWKQLFLW\�

x 6HFRQG�� WKLV� DSSURDFK� ZLOO� OLNHO\ JHQHUDWH� LQDFFXUDWH� LQIRUPDWLRQ�� ERWK� EHFDXVH� RI�
LQKHUHQW�FKDOOHQJHV�LGHQWLI\LQJ�UDFH�HWKQLFLW\�DQG�EHFDXVH�WKH�SULPDU\�EXVLQHVV�RZQHU�
PD\�QRW�EH�SUHVHQW�DW�WKH�WLPH�RI�DSSOLFDWLRQ� 6XFK�MXGJPHQWV�PD\�RIWHQ�EH�LQDFFXUDWH�
DQG�YLHZHG�DV�RIIHQVLYH�E\�WKH�DSSOLFDQW�

x 7KLUG��WKLV�DSSURDFK�ZLOO�LQMHFW�UDFLDO�HYDOXDWLRQ�LQWR�FUHGLW�DSSOLFDWLRQ�SURFHVVHV��7KLV�
ZLOO�RFFXU�DFURVV�D�EURDG�UDQJH�RI�FRQWH[WV��LQFOXGLQJ�PDQ\�LQ�ZKLFK�WKH�OHQGHU�KDV�QRW�
KLVWRULFDOO\�FROOHFWHG�VXFK�LQIRUPDWLRQ�RU�KDV�EHHQ�SURKLELWHG�IURP�GRLQJ�VR��

:H�FRQVHTXHQWO\�EHOLHYH�WKDW�WKH�SURSRVHG�DSSURDFK�FRXOG�OHDG�WR QHJDWLYH�FRQVHTXHQFHV�
WKDW�XQGHUPLQH�WKH�YHU\�SXUSRVH�RI�6HFWLRQ������ ,Q�VKRUW��OHQGHUV�GR�QRW�ZDQW�WR�RIIHQG�WKHLU�
DSSOLFDQWV�DQG�FXVWRPHUV�E\�VSHFXODWLQJ DERXW�WKHLU UDFH�RU�HWKQLFLW\��7KH�%XUHDX�VKRXOG�QRW�DVN�
WKHP�WR�GR�VR VLQFH�WKH�%XUHDX�ZLOO�KDYH�VLJQLILFDQW�GDWD�RQ�VPDOO�EXVLQHVVHV�HYHQ�ZLWKRXW�WKH�
YLVXDO�REVHUYDWLRQ�UHTXLUHPHQW�

E� &RQILUP�WKH�YROXQWDU\�QDWXUH�RI�6HFWLRQ������GDWD�FROOHFWLRQ�UHODWLQJ�WR�UDFH��
HWKQLFLW\��VH[��PLQRULW\�RZQHUVKLS�DQG�ZRPHQ�RZQHUVKLS��

6HFWLRQ� ����� LPSRVHV� VLJQLILFDQW� REOLJDWLRQV� XSRQ� OHQGHUV�� ,Q� FRQWUDVW�� LW� LPSRVHV� QR�
REOLJDWLRQ�RI�DQ\�NLQG�XSRQ�WKH�VPDOO�EXVLQHVVHV�IURP�ZKRP�OHQGHUV�ZRXOG�FROOHFW�LQIRUPDWLRQ��
'DWD�FROOHFWLRQ�XQGHU�6HFWLRQ������LV�SXUHO\�YROXQWDU\�LQ�QDWXUH��,QGHHG��&RQJUHVV�OHIW�QR�GRXEW�
RQ�WKLV�SRLQW��³$Q\�DSSOLFDQW�IRU�FUHGLW�PD\�UHIXVH�WR�SURYLGH�DQ\�LQIRUPDWLRQ�UHTXHVWHG�SXUVXDQW�
WR�>6HFWLRQ������E�@�LQ�FRQQHFWLRQ�ZLWK�DQ\�DSSOLFDWLRQ�IRU�FUHGLW�´��

7KH� %XUHDX� VKRXOG� QRW� LPSRVH UHTXLUHPHQWV LQFRQVLVWHQW� ZLWK� WKH� HQDEOLQJ� VWDWXWRU\�
SURYLVLRQ�� 5DWKHU�� WKH�%XUHDX�VKRXOG�PDNH� WKH YROXQWDU\�QDWXUH�RI� WKLV LQIRUPDWLRQ�FROOHFWLRQ�
FOHDU�WR�FUHGLW�DSSOLFDQWV��FOHDUO\�VWDWLQJ�WKDW�SULQFLSOH�WR�DSSOLFDQWV�RQ�HDFK�UHOHYDQW�GRFXPHQW�VR�
WKDW�WKH\�FDQ�PDNH�LQIRUPHG�GHFLVLRQV�DERXW�ZKHWKHU�WR�SURYLGH�WKH�UHTXHVWHG�LQIRUPDWLRQ��

7KH�VDPSOH�GDWD�FROOHFWLRQ�IRUP�LQFOXGHG�LQ�WKH�3URSRVDO�VKRXOG�EH�UHYLVHG��� ,W SULRULWL]HV
WKH�FROOHFWLRQ�RI�GDWD�RYHU�LQIRUPLQJ�WKH�DSSOLFDQW�RI�WKHLU�ULJKW�QRW�WR�VXEPLW�WKH�LQIRUPDWLRQ��,W�
GRHV� VR� E\� GHHPSKDVL]LQJ� WKH� YROXQWDU\� QDWXUH� RI� WKH� FROOHFWLRQ²SKUDVHG� LQ� WKH� QHJDWLYH LQ�
VPDOOHU�IRQW� LQ� WKH�VHFRQG�SDUDJUDSK²DQG�LQVWHDG�IRFXVLQJ�RQ�WKH�IHGHUDO�UHTXLUHPHQW�WKDW� WKH�
LQIRUPDWLRQ�EH�VROLFLWHG��DV�ZHOO�DV�RQ�WKH�YDOXH�RI�WKH�LQIRUPDWLRQ �ERWK�RI�ZKLFK�DUH�VWDWHG�LQ�
SRVLWLYH�WHUPV�LQ�ODUJHU�IRQW�LQ�WKH�ILUVW�SDUDJUDSK�� :H�FRQVHTXHQWO\�UHFRPPHQG�WKDW WKH�%XUHDX�

�� 6HH�3URSRVHG�FRPPHQW�����D�����±��
�� 6HH����8�6�&��� ����F���F���³$Q\�DSSOLFDQW�IRU�FUHGLW�PD\�UHIXVH�WR�SURYLGH�DQ\�LQIRUPDWLRQ�UHTXHVWHG�
SXUVXDQW�WR�VXEVHFWLRQ��E��LQ�FRQQHFWLRQ�ZLWK�DQ\�DSSOLFDWLRQ�IRU�FUHGLW�´�
�� ���8�6�&��������R±��G�����
�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
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UHIRFXV�WKH VDPSOH�GDWD�FROOHFWLRQ�IRUP��DQG RWKHU�UHOHYDQW�PDWHULDOV��DFFRPSDQ\LQJ�DQ\�ILQDO�UXOH�
VR�WKDW�LW�PDNHV�WKH�YROXQWDU\�QDWXUH�RI�WKH�FROOHFWLRQ�SHUIHFWO\�FOHDU�WR�DSSOLFDQWV� ,Q�SDUWLFXODU��
ZH�ZRXOG�DVN�WKH�%XUHDX�WR�HPSKDVL]H�WKH�YROXQWDU\�QDWXUH�RI�WKH�GDWD�FROOHFWLRQ�LQ�SRVLWLYH�WHUPV�
DQG�ZLWK� HTXDO SURPLQHQFH� DV� VWDWHPHQWV� H[SODLQLQJ� IHGHUDO� UHTXLUHPHQWV�� DQG� QRW� WR� LQFOXGH�
ODQJXDJH�WKDW�FRXOG�EH�PLVXQGHUVWRRG�E\ DSSOLFDQWV DQG�FDXVH�WKHP WR�FRPSOHWH�WKH�IRUP� )RU�
H[DPSOH��ZH�ZRXOG�DVN�WKH�%XUHDX�WR�SURPLQHQWO\�LQFOXGH�D�VWDWHPHQW�VXFK�DV�WKH�IROORZLQJ�LQ�
DQ\�GDWD�FROOHFWLRQ�IRUP��³&RPSOHWLRQ�RI�WKLV�IRUP�LV�YROXQWDU\��<RX�DUH�QRW�UHTXLUHG�WR�SURYLGH�
WKLV�LQIRUPDWLRQ�´

�� 0DNH�WKH�ILQDO�UXOH¶V�³ILUHZDOO�´�UHFRUGNHHSLQJ��DQG�WKLUG�SDUW\�FKDQQHO�SURYLVLRQV
ZRUNDEOH�

8QZRUNDEOH� HOHPHQWV�RI� D� UXOH FDQ�XQGHUPLQH� WKH� HIIHFWLYHQHVV�RI� DQ� HQWLUH� UHJXODWRU\�
VFKHPH��7KDW� LV� HVSHFLDOO\� WUXH� LQ� WKH�6HFWLRQ������FRQWH[W�� :H�FRQVHTXHQWO\�ZRXOG�XUJH� WKH�
%XUHDX�WR�HQVXUH�WKDW�LW�UHPRYHV�RU�VXEVWDQWLDOO\�UHYLVHV�XQZRUNDEOH�HOHPHQWV�RI�WKH�3URSRVDO�

D� (QVXUH�WKDW�WKH�6HFWLRQ������³ILUHZDOO´�SURYLVLRQ�LV�LPSOHPHQWHG�LQ�D�ZRUNDEOH�
PDQQHU�

6HF������ SURYLGHV�WKDW�³>Z@KHUH�IHDVLEOH��QR�ORDQ�XQGHUZULWHU�RU�RWKHU�RIILFHU�RU�HPSOR\HH�
RI� D� ILQDQFLDO� LQVWLWXWLRQ�� RU� DQ\� DIILOLDWH� RI� D� ILQDQFLDO� LQVWLWXWLRQ�� LQYROYHG� LQ� PDNLQJ� DQ\�
GHWHUPLQDWLRQ�FRQFHUQLQJ�DQ�DSSOLFDWLRQ�IRU�FUHGLW�VKDOO�KDYH�DFFHVV�WR�DQ\�LQIRUPDWLRQ�SURYLGHG�
E\� WKH� DSSOLFDQW� SXUVXDQW´� WR� 6HFWLRQ� ������� 7R� LPSOHPHQW� WKLV� ³ILUHZDOO´� UHTXLUHPHQW�� WKH�
%XUHDX�JHQHUDOO\�SURSRVHV�WR�LPSRVH�D�SURKLELWLRQ�RQ�GDWD�DFFHVV�DV�UHTXLUHG�E\�WKH�VWDWXWH��,W�DOVR�
SURYLGHV� DQ� H[FHSWLRQ� IRU� LQIHDVLELOLW\�� VXEMHFW� WR� QRWLFH� WR� WKH� FRQVXPHU�� DV� JHQHUDOO\�
FRQWHPSODWHG�E\�WKH�VWDWXWH���

:KLOH� WKH�SURSRVHG�DSSURDFK� LV�JHQHUDOO\�FRQVLVWHQW�ZLWK� WKH�VWDWXWH��ZH ZRXOG�DVN� WKH�
%XUHDX�WR�SURYLGH�IXUWKHU�FODULW\�RQ�D�IHZ�NH\�SRLQWV� ,Q�SDUWLFXODU��ZH�ZRXOG�XUJH�WKH�%XUHDX�WR�
SURYLGH� IXUWKHU� H[SODQDWLRQ� RI� LWV� XQGHUVWDQGLQJ� RI� LQIHDVLELOLW\� DQG� KRZ� DQ� LQVWLWXWLRQ� PD\�
GHWHUPLQH�LQIHDVLELOLW\�IRU�SXUSRVHV�RI�WKH�ILUHZDOO�SURYLVLRQ���,Q�DGGLWLRQ�WR�FODULILFDWLRQ�LQ�WKH�
IRUWKFRPLQJ�ILQDO�UXOH��WKLV�ZRXOG�OLNHO\�EHQHILW�IURP�WKH�%XUHDX¶V�IXUWKHU�H[SODQDWLRQ�GXULQJ�WKH�
LPSOHPHQWDWLRQ� SHULRG�� $V� LW� GRHV� VR�� ZH�ZRXOG� DVN� WKH� %XUHDX� WR� FRQVLGHU� WKDW� WKH� QRWLFH�
UHTXLUHG�LQ�WKH�HYHQW�RI�DQ�LQIHDVLELOLW\�GHWHUPLQDWLRQ�ZLOO�LWVHOI�OLNHO\�GHWHU�VPDOO�EXVLQHVV�OHQGLQJ��
VR�VKRXOG�QRW�EH�FRQVLGHUHG�OLJKWO\�E\�WKH�%XUHDX� :H�ZRXOG�DOVR�DVN�WKH�%XUHDX�WR�FRQVLGHU�
WUHDWLQJ�LQIHDVLELOLW\�GHWHUPLQDWLRQV�E\�OHQGHUV�DV�FRQVLVWHQW�ZLWK�WKH IRUWKFRPLQJ�ILQDO�UXOH�ZKHQ�
WKH\�DUH�PDGH�SXUVXDQW�WR�GRFXPHQWHG�LQWHUQDO�SURFHGXUHV�

0RUHRYHU�� DV� QRWHG� DERYH�� WKH� LQWHUDFWLRQ� EHWZHHQ� 6HFWLRQ� ����� DQG� +0'$� UDLVHV�
TXHVWLRQV�DERXW�WKH�LPSOHPHQWDWLRQ�RI�DQ\�IRUWKFRPLQJ�ILQDO�UXOH� 7KLV�LV�WUXH�LQ�WKH�FRQWH[W�RI�
WKH� ILUHZDOO� SURYLVLRQ� +HUH� LI� WKH�%XUHDX�FKRRVHV�QRW� WR� H[FOXGH�+0'$�UHSRUWHG� ORDQV� ZH�
ZRXOG�DVN�WKDW�WKH�%XUHDX�FOHDUO\ FRQILUP�WKDW�FROOHFWLRQ�RI�RU�DFFHVV�WR�HTXLYDOHQW�GDWD�IRU�+0'$�
SXUSRVHV�LV�DQ�DSSURSULDWH�DVVLJQHG�GXW\�VXIILFLHQW�WR�VDWLVI\�WKH�³VKRXOG�KDYH�DFFHVV´�³IHDVLELOLW\´�

�� ���8�6�&��������R±��G�����
�� 6HH�JHQHUDOO\�3URSRVDO�����)HG��5HJ���������������GHVFULELQJ�SURSRVDO��
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VWDQGDUG�DV�LQWHUSUHWHG�E\�WKH�%XUHDX��� 5HODWHGO\��ZH�DOVR�ZRXOG�DVN�WKH�%XUHDX�WR�H[HPSW�OHQGHUV�
IURP�WKH�SURSRVHG�QRWLFH�UHTXLUHPHQW�LI�WKH�UHOHYDQW�DFFHVV�RFFXUV LQ�RUGHU WR�DOORZ�WKH�OHQGHU�WR�
VDWLVI\ +0'$�RU�DQRWKHU VHSDUDWH�VWDWXWRU\�RU�UHJXODWRU\�REOLJDWLRQ�

)LQDOO\�� DV� GLVFXVVHG� DERYH�� ZH� GR� QRW� VXSSRUW� WKH� XVH� RI� YLVXDO� HYDOXDWLRQ� RI� DQ�
LQGLYLGXDO¶V�UDFH�RU�HWKQLFLW\��7KH�%XUHDX�VKRXOG�QRW�MXVWLI\�WKLV�IODZHG DSSURDFK�RQ�WKH�EDVLV�WKDW�
WKH�UHVXOWLQJ�GDWD�ZLOO�EH�VXEMHFW�WR�WKH�6HFWLRQ������ILUHZDOO��,QFOXGLQJ�VXFK�JXHVVHV�LQ�WKH�GDWD�
VXEMHFW�WR�WKH�6HFWLRQ������ILUHZDOO ZLOO�QRW�FXUH�WKH�PDQ\�IODZV�LQ�WKDW DSSURDFK��

E� (QVXUH�WKDW�UHFRUGNHHSLQJ�UHTXLUHPHQWV�DUH�ZRUNDEOH�

6HFWLRQ������UHTXLUHV�WKH�FROOHFWLRQ�RI�LQIRUPDWLRQ�IURP�D�EXVLQHVV�DSSOLFDQW�WR�GHWHUPLQH�
ZKHWKHU� LW� LV� D� ZRPHQ�RZQHG�� PLQRULW\�RZQHG�� RU� VPDOO� EXVLQHVV� ,W� DOVR� UHTXLUHV� ILQDQFLDO�
LQVWLWXWLRQV�WR�³PDLQWDLQ�D�UHFRUG�RI�WKH�UHVSRQVHV�WR�VXFK�LQTXLU\��VHSDUDWH�IURP�WKH�DSSOLFDWLRQ�
DQG�DFFRPSDQ\LQJ�LQIRUPDWLRQ�´�� 6HFWLRQ����������RI�WKH�3URSRVDO�ZRXOG�LPSOHPHQW�WKLV UHFRUG�
NHHSLQJ�UHTXLUHPHQW�� ,W ZRXOG�UHTXLUH D�ILQDQFLDO�LQVWLWXWLRQ�WR�³PDLQWDLQ��VHSDUDWHO\�IURP�WKH�UHVW�
RI� WKH� DSSOLFDWLRQ� DQG DFFRPSDQ\LQJ� LQIRUPDWLRQ�� DQ� DSSOLFDQW¶V� UHVSRQVHV� WR� WKH� ILQDQFLDO�
LQVWLWXWLRQ¶V�LQTXLULHV�SXUVXDQW´� WR�6HFWLRQ������UHJDUGLQJ�³ZKHWKHU�DQ�DSSOLFDQW� IRU�D�FRYHUHG�
FUHGLW�WUDQVDFWLRQ�LV�D�PLQRULW\�RZQHG�EXVLQHVV�������RU�D�ZRPHQ�RZQHG�EXVLQHVV���������DQG UHJDUGLQJ�
WKH�HWKQLFLW\��UDFH��DQG�VH[�RI�WKH�DSSOLFDQW¶V�SULQFLSDO�RZQHUV�´�� 3URSRVHG�&RPPHQW�����E����
IXUWKHU�H[SODLQV�WKDW�D�ILQDQFLDO�LQVWLWXWLRQ�PD\�VDWLVI\�WKLV�UHTXLUHPHQW�E\�NHHSLQJ�VXFK�UHVSRQVHV�
LQ� ³D� ILOH� RU� GRFXPHQW� WKDW� LV� GLVFUHWH� RU� GLVWLQFW� IURP� WKH� DSSOLFDWLRQ� DQG� LWV� DFFRPSDQ\LQJ�
LQIRUPDWLRQ�´� 7KH�%XUHDX�IXUWKHU�ZRXOG�QRWH�LQ�WKH�FRPPHQW�WKDW�WKH�DSSOLFDQW¶V�UHVSRQVHV�³QHHG�
QRW�EH�PDLQWDLQHG�LQ�D�VHSDUDWH�HOHFWURQLF�V\VWHP��QRU�QHHG�WKH\�EH�UHPRYHG�IURP�WKH�SK\VLFDO�
ILOHV�FRQWDLQLQJ�WKH�DSSOLFDWLRQ�´�

:H� ZHOFRPH� WKH� %XUHDX¶V� FODULILFDWLRQV� WKDW� ZRXOG� UHGXFH� WKH� WHFKQLFDO� FKDOOHQJHV�
DVVRFLDWHG�ZLWK� WKLV� UHTXLUHPHQW�RI� VHSDUDWH� UHFRUG�NHHSLQJ�� :H�XQGHUVWDQG� WKDW� WKHUH� UHPDLQ�
VXEVWDQWLDO�FRQFHUQV��KRZHYHU��DERXW�WKH�IHDVLELOLW\�RI�VDWLVI\LQJ�WKLV�UHTXLUHPHQW�DV�WKH�%XUHDX�
ZRXOG�SURSRVH�WR�LPSOHPHQW�LW� ,Q�SDUWLFXODU��ZH�KDYH�KHDUG�FRQFHUQV�WKDW�WKH�FXUUHQW�3URSRVDO�
FRXOG�UHTXLUH�KLJKO\ H[SHQVLYH�WHFKQLFDO�VHSDUDWLRQ�RI�V\VWHPV�WKDW�LV�QRW�QHFHVVDU\�WR�DFFRPSOLVK�
WKH�JRDOV�RI�6HFWLRQ������ :H�FRQVHTXHQWO\�XUJH�WKH�%XUHDX�WR�HQVXUH�WKDW�LWV�LPSOHPHQWDWLRQ�RI�
WKLV�UHFRUG�NHHSLQJ�UHTXLUHPHQW�LV�IHDVLEOH�LQ�SUDFWLFH��,Q�SDUWLFXODU��ZH�ZRXOG�DVN�WKH�%XUHDX�WR�
HQJDJH�ZLWK�ILQDQFLDO�LQVWLWXWLRQV�DV�WKH\�GHYHORS�ZRUNDEOH�VROXWLRQV�DQG�FRQILUP�WKHLU�FRPSOLDQFH�
ZLWK� WKH� UHTXLUHPHQWV� RI� WKH� IRUWKFRPLQJ� ILQDO� UXOH�� ,Q� DGGLWLRQ��ZH� UHFRPPHQG� DOLJQLQJ� WKH�
UHFRUGNHHSLQJ�UHWHQWLRQ�SHULRG�ZLWK�(&2$�����PRQWKV�UDWKHU�WKDQ�WKUHH�\HDUV��

�� 6HH�JHQHUDOO\�3URSRVDO� ���)HG��5HJ��DW��������H[SODLQLQJ�WKDW�³3URSRVHG������������D�����ZRXOG�
GHILQH�WKH�SKUDVH�µVKRXOG�KDYH�DFFHVV¶�WR�PHDQ�WKDW�DQ�HPSOR\HH�RU�RIILFHU�PD\�QHHG�WR�FROOHFW��VHH��
FRQVLGHU��UHIHU�WR��RU�RWKHUZLVH�XVH�WKH�LQIRUPDWLRQ�WR�SHUIRUP�WKDW�HPSOR\HH¶V�RU�RIILFHU¶V�DVVLJQHG�MRE�
GXWLHV��3URSRVHG�FRPPHQW�����D�±��ZRXOG�H[SODLQ�WKDW�D�ILQDQFLDO�LQVWLWXWLRQ�PD\�GHWHUPLQH�WKDW�DQ�
HPSOR\HH�RU�RIILFHU�VKRXOG�KDYH�DFFHVV�IRU�SXUSRVHV�RI�SURSRVHG������������LI�WKDW�HPSOR\HH�RU�RIILFHU�LV�
DVVLJQHG�RQH�RU�PRUH�MRE�GXWLHV�WKDW�PD\�UHTXLUH�WKH�HPSOR\HH�RU�RIILFHU�WR�FROOHFW��EDVHG�RQ�YLVXDO�
REVHUYDWLRQ��VXUQDPH��RU�RWKHUZLVH���VHH��FRQVLGHU��UHIHU�WR��RU�XVH�LQIRUPDWLRQ�RWKHUZLVH�VXEMHFW�WR�WKH�
SURKLELWLRQ�LQ�SURSRVHG������������E��´��
�� ���8�6�&��������R±��E�����
�� 6HH�3URSRVDO������������E��
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F� (QVXUH�WKDW�DQ\�ILQDO�UXOH�LV�ZRUNDEOH�LQ�WKH�FRQWH[W�RI�DSSOLFDWLRQV�VXEPLWWHG�
WKURXJK�YHQGRU�SDUWQHUV�

6HFWLRQ������DSSOLHV� WR�D�EURDG� UDQJH�RI� OHQGHUV�ZKR�ZLOO� LQWHUDFW�ZLWK� VPDOO� EXVLQHVV�
DSSOLFDQWV�LQ�ZLGHO\�GLIIHULQJ�FRQWH[WV��$Q\�ILQDO�UXOH�VKRXOG�EH�ZRUNDEOH�LQ�WKH�FRQWH[W�RI�HDFK�
RI�WKHVH FKDQQHOV�WKURXJK�ZKLFK�ORDQ�DSSOLFDWLRQV�PD\�EH�VXEPLWWHG�

$V�GLVFXVVHG�DERYH��ZH�ZRXOG�XUJH�WKH�%XUHDX�WR�H[HPSW�SULYDWH�ODEHO�DQG�FR�EUDQGHG�
FRPPHUFLDO� FUHGLW� FDUGV� IURP� WKH� VFRSH� RI� WKH� ILQDO� UXOH JLYHQ WKH� SDUWLFXODU� FRPSOH[LWLHV�
DVVRFLDWHG�ZLWK�DSSOLFDWLRQ WDNLQJ�DQG�GDWD�FROOHFWLRQ�DW�WKH�SRLQW�RI�VDOH� 6LPLODUO\��ZH�ZRXOG�
XUJH�WKH�%XUHDX�WR�H[HPSW�LQGLUHFW�OHQGLQJ��ZKHUH�WKH�VPDOO�EXVLQHVV�DSSOLFDQW�LQWHUDFWV�RQO\�ZLWK�
D�YHQGRU�SDUWQHU�RI�WKH�ILQDQFLDO�LQVWLWXWLRQ��VXFK�DV�DQ�HTXLSPHQW�GHDOHU�RU�PDQXIDFWXUHU��� 7R�WKH�
H[WHQW�WKH�%XUHDX�HOHFWV�QRW�WR�SURYLGH�VXFK�DQ�H[HPSWLRQ��ZH�ZRXOG�XUJH�LW�WR�DOORZ�IRU�D�WDLORUHG�
DSSURDFK� LQ� WKH� YHQGRU� SDUWQHU� FRQWH[W WR� DYRLG� GLVFRXUDJLQJ� ERUURZHUV� IURP� FRPSOHWLQJ�
DSSOLFDWLRQV�DQG�WR�PD[LPL]H�WKH�OLNHOLKRRG�RI�UHFHLYLQJ�DFFXUDWH�LQIRUPDWLRQ��,Q WKDW�HYHQW��ZH�
ZRXOG�XUJH�WKH�%XUHDX��ILUVW��WR�DOORZ�DGGLWLRQDO�IOH[LELOLW\�WR�FOHDUO\�H[SODLQ�WKH�YROXQWDU\�QDWXUH�
RI�GDWD�FROOHFWLRQ�LQ�WKH�YHQGRU�FKDQQHO��DQG�VHFRQG� WR�DOORZ�DGGLWLRQDO�IOH[LELOLW\�LQ�WKH�WLPLQJ�
RI�FROOHFWLRQ�RI� LQIRUPDWLRQ� LQ� WKH�YHQGRU�FKDQQHO�� LQFOXGLQJ�ZLWK� UHVSHFW� WR� WKH�GHVLJQ�RI�DQ\�
SURFHGXUHV�UHTXLUHG�E\�WKH�%XUHDX�DQG�WKDW�DUH�LQWHQGHG�WR�REWDLQ�UHVSRQVHV�IURP�DSSOLFDQWV���

�� 3URYLGH�D�WKUHH�\HDU�LPSOHPHQWDWLRQ�SHULRG�

6PDOO� EXVLQHVV� ERUURZHUV� VKRXOG� QRW� ILQG� WKHPVHOYHV� VKXW� RXW� RI� WKH� FUHGLW�PDUNHW�� RU�
XQDEOH�WR�JHW�D�ORDQ�IURP�WKHLU�SUHIHUUHG�ILQDQFLDO�LQVWLWXWLRQ��EHFDXVH�RI�DQ�LQVXIILFLHQWO\�IOH[LEOH�
LPSOHPHQWDWLRQ�SHULRG�IRU�WKH�ILQDO�UXOH��&RPSOLDQFH�ZLWK�DQ\�ILQDO UXOH�ZLOO�UHTXLUH�OHQGHUV�WR�
XQGHUWDNH�VXEVWDQWLDO�FKDQJHV�LQ�WKHLU�SROLFLHV�DQG�V\VWHPV��DV�ZHOO�DV�WR�UHWUDLQ�UHVSRQVLEOH WHDPV�
,Q� WKH� 6%5()$� RXWOLQH�� WKH� %XUHDX� FRQWHPSODWHG� DQ� DSSUR[LPDWHO\� ��\HDU� LPSOHPHQWDWLRQ�
SHULRG��� 7KH�3URSRVDO�QRZ FRQWHPSODWHV�DQ ���PRQWK�LPSOHPHQWDWLRQ�SHULRG��� 1HLWKHU�SHULRG�
ZRXOG�EH�VXIILFLHQW�WR�DOORZ�ILQDQFLDO�LQVWLWXWLRQV�WR�SUHSDUH�WR�FRPSO\�ZLWK�WKH�IRUWKFRPLQJ�ILQDO�
UXOH� ,Q�FRQYHUVDWLRQV�ZLWK�OHQGHUV�� LW�KDV�EHFRPH�FOHDU�WKDW�D PLQLPXP�RI�WKUHH�\HDUV�ZLOO�EH�
UHTXLUHG� WR� UHDOLVWLFDOO\� HQDEOH FRPSOLDQFH�ZLWK� WKH� ILQDO� UXOH� )RU� H[DPSOH�� OHQGHUV�ZLOO�� DW� D�
PLQLPXP�� EH� UHTXLUHG� WR� GHYHORS� QHZ� RU� UHYLVHG� SROLFLHV� RU� SURFHGXUHV� UHODWHG� WR� FUHGLW�
DSSOLFDWLRQV�DQG�GDWD�FROOHFWLRQ��XSGDWH�DQG�WHVW�WHFKQRORJ\�V\VWHPV�WR�FROOHFW��VWRUH��DQG�UHSRUW�
WKH�GDWD��GHYHORS� FRQWUROV� WR�HQVXUH� WKDW�GHPRJUDSKLF�GDWD� DUH�QRW�XVHG� LQ�FUHGLW�RU�PDUNHWLQJ�
GHFLVLRQV�� SURYLGH� WUDLQLQJ� WR� FXVWRPHU�IDFLQJ�� RSHUDWLRQV�� DQG� RWKHU� HPSOR\HHV�� DQG� HQVXUH�
DSSURSULDWH�JRYHUQDQFH�DQG�RYHUVLJKW�

:H�XUJH�WKH�%XUHDX�WR�SURYLGH�VXFK�D�WKUHH�\HDU�LPSOHPHQWDWLRQ�SHULRG IRU�WKLV�FRPSOH[�
DQG�HQWLUHO\�QHZ�UHJXODWRU\�IUDPHZRUN� :H�DFNQRZOHGJH�WKDW�WKH�WLPH�WKDW�GLIIHUHQW�OHQGHUV ZLOO�
UHTXLUH�WR�FRPSO\�ZLWK�WKH�ILQDO�UXOH�PD\�YDU\�� 7KH�SRVVLELOLW\�WKDW�VRPH�LQGXVWU\�PHPEHUV�PD\�
EH�DEOH�WR�FRPSO\�ZLWK�DQ\�ILQDO�UXOH�PRUH�TXLFNO\�WKDQ�RWKHUV GRHV�QRW�PDNH�FRPSOLDQFH�HDVLHU�

�� 6HH�JHQHUDOO\�3URSRVDO�����)HG��5HJ��DW�������
�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
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IRU�OHQGHUV�WKDW�ZLOO�QHHG�WKUHH�\HDUV�WR�FRPSO\��� 0RUHRYHU��WKH�OHQJWK�RI�WLPH�WKDW�KDV�SDVVHG�
VLQFH�SDVVDJH�RI�6HFWLRQ������ZLOO�QRW�UHGXFH�WKH�DPRXQW�RI�WLPH�QHFHVVDU\�WR�FRPSO\�ZLWK�DQ\�
ILQDO�UXOH��� 7KH�%XUHDX�DFFRUGLQJO\�VKRXOG�SURYLGH�DW�OHDVW�D�WKUHH�\HDU�LPSOHPHQWDWLRQ�SHULRG�LQ�
WKH�IRUWKFRPLQJ ILQDO�UXOH� :H�ZRXOG�DOVR�DVN�WKDW�WKH�%XUHDX�WDNH�DSSURSULDWH�RWKHU�VWHSV�WR�UHIOHFW�
WKH� FRPSOH[LW\� RI� WKLV� QHZ� IUDPHZRUN�� LQFOXGLQJ� E\� SURYLGLQJ� H[DPLQHU� UHOLHI� IRU� JRRG� IDLWK�
HIIRUWV�LQ�FRPSO\LQJ��DV�WKH�%XUHDX�SURYLGHG�ZLWK�UHVSHFW�WR�WKH�TXDOLILHG�PRUWJDJH�UXOHV�

�� ,PSOHPHQW�WKH�ILQDO�UXOH�LQ�D�PDQQHU�WKDW�SURYLGHV�D�FOHDU�SDWK�WR�FRPSOLDQFH�

/HQGHUV�DQG�VPDOO�EXVLQHVVHV�ZLOO�ERWK�EHQHILW�LI�WKH�%XUHDX�VXSSRUWV�HIIHFWLYH�DQG�HIILFLHQW�
FRPSOLDQFH�ZLWK�WKH�IRUWKFRPLQJ�ILQDO�UXOH�� :H�FRQVHTXHQWO\�XUJH�WKH�%XUHDX�WR�XVH�DOO�WKH�WRROV�
DW�LWV�GLVSRVDO�WR�IDFLOLWDWH�FRPSOLDQFH�ZLWK�LWV�UXOH�LPSOHPHQWLQJ�6HFWLRQ������

D� 8VH�DOO�DYDLODEOH�WRROV WR�HGXFDWH�DQG�VXSSRUW�FRPSDQLHV�DV�WKH\�LPSOHPHQW�WKH�
UXOH�

/HQGHUV� DUH� FRPPLWWHG� WR� HQVXULQJ� FRPSOLDQFH� ZLWK� DQ\� ILQDO� UXOH� &KDOOHQJHV� DQG�
TXHVWLRQV�QRQHWKHOHVV�ZLOO�HPHUJH�DV�DQ\�ILQDO�UXOH�ZLOO�EH�KLJKO\�GHWDLOHG�DQG�LPSOHPHQWDWLRQ�ZLOO�
EH�FRPSOH[� ,W FRQVHTXHQWO\ ZLOO�EH�LPSRUWDQW�IRU�WKH�%XUHDX�WR�XVH�DOO�RI�WKH�WRROV�DW�LWV�GLVSRVDO�
WR�HGXFDWH�DQG�VXSSRUW� OHQGHUV�DQG�WKHLU�YHQGRUV�DV� WKH\�HYDOXDWH�DQG�LPSOHPHQW� WKH�UXOH�� )RU�
H[DPSOH��ZH�ZRXOG�XUJH�WKH�%XUHDX�WR�OHDG�ZHELQDUV�DQG�RWKHU�VLPLODU�VHVVLRQV�LQWHQGHG�WR�HGXFDWH�
OHQGHUV�DQG�WKHLU�YHQGRUV�RQ�KRZ�WR�LPSOHPHQW�DQ\�ILQDO�UXOH��:H�OLNHZLVH�WKLQN�WKDW�WKH�%XUHDX��
LQ� SDUWQHUVKLS� ZLWK� RWKHU� DJHQFLHV� DV� DSSURSULDWH�� VKRXOG� HGXFDWH� VPDOO� EXVLQHVVHV� DERXW� WKH�
IRUWKFRPLQJ� GDWD� FROOHFWLRQ �LQFOXGLQJ� WKH� IDFW� WKDW� OHQGHUV� DUH� UHTXLUHG� E\� ODZ� WR� UHTXHVW� WKH�
UHOHYDQW� LQIRUPDWLRQ� DQG� WKHLU� ULJKW�QRW� WR�SURYLGH� VXFK� LQIRUPDWLRQ�� :H DOVR�ZRXOG� DVN� WKH�
%XUHDX�WR�GHYHORS�UHOHYDQW�LPSOHPHQWDWLRQ�JXLGHV�DQG�RWKHU�DSSURSULDWH�HGXFDWLRQDO�PDWHULDOV�WKDW�
IDFLOLWDWH�FRPSOLDQFH�E\�H[SODLQLQJ�NH\�SULRULWLHV�DQG�SRWHQWLDO�VWXPEOLQJ�EORFNV��,Q�DGGLWLRQ��ZH�
ZRXOG�HQFRXUDJH�WKH�%XUHDX�WR�XVH�QR�DFWLRQ�OHWWHUV�DQG�DGYLVRU\�RSLQLRQV�WR VXSSRUW�UHVSRQVLEOH�
OHQGHUV¶� FRPSOLDQFH� HIIRUWV E\� FODULI\LQJ� UHOHYDQW� LQWHUSUHWLYH� TXHVWLRQV� WKDW� DULVH� LQ�
LPSOHPHQWDWLRQ�RI�WKH�IRUWKFRPLQJ�ILQDO�UXOH�� $V�LW�WDNHV�WKHVH�VWHSV��ZH�ZRXOG�DVN�WKH�%XUHDX�WR�
SD\� SDUWLFXODU� DWWHQWLRQ� WR� WKH� FODULW\� RI� UHOHYDQW� IRUPV� DQG� LQVWUXFWLRQV�� 7KH� %XUHDX� VKRXOG�
HYDOXDWH� WKHVH� IRUPV� DQG� LQVWUXFWLRQV�RQ�DQ�RQJRLQJ�EDVLV� DQG�PDNH�DQ\�QHFHVVDU\�FKDQJHV� LI�
LPSOHPHQWDWLRQ�RI�WKH IRUWKFRPLQJ�ILQDO UXOH�UHIOHFWV�WKH�QHHG�WR�PDNH�LPSURYHPHQWV�

E� 6WDJJHU�UHSRUWLQJ�GDWHV�

:H�DVN�WKH�%XUHDX�WR�VKLIW�WKH�6HFWLRQ������UHSRUWLQJ�GDWH WR�-XO\��VW��'RLQJ�VR�ZLOO�SURYLGH�
VHSDUDWLRQ�EHWZHHQ� WKH�+0'$�DQG�6HFWLRQ������ UHSRUWLQJ�GHDGOLQHV IRU� ODUJH� LQVWLWXWLRQV� WKDW�
VXEPLW�TXDUWHUO\���)RU�H[DPSOH��IRU�LQVWLWXWLRQV�WKDW�UHSRUW�TXDUWHUO\��ILUVW�TXDUWHU�+0'$�UHSRUWV�
DUH�GXH����GD\V�DIWHU�TXDUWHU�HQG��ZKLFK�ZRXOG�EH�HQG�RI�0D\�DQG�YHU\�QHDU�WKH�SURSRVHG�-XQH���
GDWH�� 6WDJJHULQJ UHSRUWLQJ GDWHV LQ WXUQ�ZLOO�KHOS�ILQDQFLDO�LQVWLWXWLRQV�FRPSO\�PRUH�HIILFLHQWO\�
ZLWK�WKRVH�ODZV�VLQFH�UHSRUWLQJ�XQGHU�WKRVH�VWDWXWHV�PD\�UHO\�RQ�RYHUODSSLQJ�V\VWHPV�DQG�VWDII�

F� /HYHUDJH�H[LVWLQJ�UHJXODWRU\�IUDPHZRUNV�

�� 6HH 3URSRVDO�����)HG��5HJ��DW�������
�� 6HH�3URSRVDO�����)HG��5HJ��DW�������
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)LQDQFLDO� LQVWLWXWLRQV� KDYH� H[WHQVLYH� H[SHULHQFH� FRPSO\LQJ� ZLWK� D� EURDG� UDQJH� RI�
UHJXODWRU\� IUDPHZRUNV�� 7KH� %XUHDX¶V� ILQDO� UXOH� LPSOHPHQWLQJ� 6HFWLRQ� ����� VKRXOG� GUDZ� RQ�
FRQFHSWV� IURP� WKHVH� RWKHU� UHJXODWRU\� IUDPHZRUNV� ZKHUH� DSSURSULDWH WR� IDFLOLWDWH� EURDG�
XQGHUVWDQGLQJ�RI�DQG�FRPSOLDQFH�ZLWK�WKH�ILQDO�UXOH��)RU�H[DPSOH��ZH�ZRXOG�XUJH�WKH�%XUHDX�WR�
FRQVLGHU VWDWXWRU\�DQG�UHJXODWRU\�IUDPHZRUNV�LPSOHPHQWHG�E\�WKH )LQDQFLDO�&ULPH�(QIRUFHPHQW�
1HWZRUN��³)LQ&(1´��UHODWLQJ�WR�EXVLQHVV�RZQHUVKLS��6SHFLILFDOO\��ZH�ZRXOG�HQFRXUDJH�WKH�%XUHDX�
WR�ORRN�WR�WKH�GHILQLWLRQ�RI�D�³EHQHILFLDO�RZQHU�´�� DV�LW�GHILQHV�RU�DPHQGV�WKH�FRQFHSW�RI�³SULQFLSDO�
RZQHU�´� 'UDZLQJ� RQ� WKLV� RU� RWKHU� HVWDEOLVKHG� WHUPV FRXOG� UHGXFH� FRPSOH[LW\� DQG� IDFLOLWDWH�
FRPSOLDQFH��DOORZLQJ�ILQDQFLDO�LQVWLWXWLRQV�WR�OHYHUDJH�SURFHVVHV�DQG�WUDLQLQJ�WKH\�DOUHDG\�KDYH�LQ�
SODFH�IRU�WKHLU�EDQNHUV��7KLV�LQ�WXUQ�ZLOO�DOORZ�ILQDQFLDO�LQVWLWXWLRQV�WR�IRFXV�PRUH�RQ�VHUYLQJ�WKHLU�
FXVWRPHUV¶�QHHGV�UDWKHU�WKDQ�LQWHUSUHWLQJ�XQGXO\�FRPSOH[�UHJXODWRU\�FRQFHSWV�

G� &RQILUP�WKDW�DQ\�ILQDO�UXOH�RQO\�DSSOLHV�RQ�D�IRUZDUG�ORRNLQJ�EDVLV�

7KH�3URSRVDO�ZRXOG�FUHDWH�QXPHURXV�FRPSOH[�FRPSOLDQFH�EXUGHQV�WKDW�ZLOO�UHTXLUH�WKH�
FROOHFWLRQ�RI�QHZ�GDWD�ILHOGV��WKH�HVWDEOLVKPHQW�RI�QHZ�LQWHUQDO�SURFHVVHV��DQG�WKH�GHYHORSPHQW�RI�
QHZ�V\VWHPV��,W�FRQVHTXHQWO\�ZLOO�EH�LPSRVVLEOH�WR�DSSO\�DQ\�IRUWKFRPLQJ�ILQDO�UXOH�UHWURDFWLYHO\��
:H�KDYH�KHDUG�FRQFHUQV��KRZHYHU��DERXW�WKH�SRVVLELOLW\�RI�UHWURDFWLYH�DSSOLFDWLRQ�RI�UHTXLUHPHQWV�
LPSRVHG�E\�DQ\�ILQDO�UXOH��:H�GR�QRW�EHOLHYH�WKH�%XUHDX�LQWHQGV�WR�DSSO\�WKH�UXOH�UHWURDFWLYHO\��
EXW� FHUWDLQO\� XQGHUVWDQG� FRQFHUQV� DERXW� D� FRQWUDU\� DSSURDFK� JLYHQ� WKH� SRWHQWLDOO\� HQRUPRXV�
QHJDWLYH�FRQVHTXHQFHV�� :H�FRQVHTXHQWO\�XUJH�WKH�%XUHDX�WR�FOHDUO\�H[SODLQ�LQ�LWV�IRUWKFRPLQJ�
ILQDO�UXOH�WKDW�LW�GRHV�QRW�DSSO\�UHWURDFWLYHO\��LQFOXGLQJ�DV�WR�GUDZV�PDGH�DIWHU�WKH�HIIHFWLYH�GDWH�
RQ�ORDQV�PDGH�EHIRUH�WKH�HIIHFWLYH�GDWH��

H� &ODULI\�NH\�WHUPV�

:H�KDYH�KHDUG�FRQFHUQV�IURP�RXU�PHPEHUV�WKDW�XQFHUWDLQW\�DURXQG�WKH�GHILQLWLRQ�RI�NH\�
WHUPV�FRXOG�FUHDWH�VLJQLILFDQW��XQQHFHVVDU\�FRPSOLDQFH�FKDOOHQJHV��:H�FRQVHTXHQWO\�ZRXOG�DVN�
WKH�%XUHDX� WR� WDNH DSSURSULDWH� VWHSV� WR�HQVXUH� WKDW�NH\� WHUPV�DUH� DSSURSULDWHO\�FODULILHG� LQ� WKH�
IRUWKFRPLQJ�ILQDO�UXOH�RU GXULQJ�WKH�LPSOHPHQWDWLRQ�SHULRG��)RU�H[DPSOH��ZKLOH�QRW�DQ�H[KDXVWLYH�
OLVW��ZH�UHFRPPHQG�WKDW�WKH�%XUHDX�HQVXUH�WKDW�LW�SURYLGHV�DGGLWLRQDO�FODULW\�DURXQG�WKH�PHDQLQJ�
RI�WKH�IROORZLQJ�WHUPV�

x *URVV�DQQXDO�UHYHQXH�
x $PRXQW�DSSOLHG�IRU�
x &HQVXV�WUDFW�
x 1XPEHU�RI�QRQ�RZQHU�ZRUNHUV� DQG
x 7LPH�LQ�EXVLQHVV�

�� 3ULRULWL]H�SULYDF\�DQG�VHFXULW\�

7KH�%XUHDX�ZLOO EHFRPH�WKH�FXVWRGLDQ�RI�DQ�HQRUPRXV�YROXPH�RI�VHQVLWLYH�GDWD�RQFH�LWV�
ILQDO�UXOH�LPSOHPHQWLQJ�6HFWLRQ������JRHV�LQWR�HIIHFW��+RZ�WKH�%XUHDX�FKRRVHV�WR�VKDUH�WKLV�GDWD�

�� 6HH�JHQHUDOO\����8�6�&���������D�����
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DQG�KRZ�LW�SURWHFWV�WKDW�GDWD�ZLOO�EH�NH\�IDFWRUV�LQ�WKH�ORQJ�WHUP�VXFFHVV�RI�WKLV�UXOHPDNLQJ�� :H�
FRQVHTXHQWO\�XUJH�WKH�%XUHDX�WR�SULRULWL]H�SULYDF\�DQG�VHFXULW\�LQ�WKH�IRUWKFRPLQJ�ILQDO�UXOH�

D� 7KRURXJKO\�DFFRXQW�IRU�SULYDF\�LQWHUHVWV�LQ�WKH�IRUWKFRPLQJ�ILQDO�UXOH��

6HFWLRQ������LPSOLFDWHV�LPSRUWDQW�SULYDF\ DQG�FRQILGHQWLDOLW\ LQWHUHVWV�� 3XEOLFDWLRQ�RI�GDWD�
FROOHFWHG� SXUVXDQW� WR� 6HFWLRQ� ����� FRXOG� GLVFORVH� VHQVLWLYH� LQIRUPDWLRQ� DERXW� DQ� DSSOLFDQW��
ZKHWKHU� ZLWK� UHVSHFW� WR� SHUVRQDO� ILQDQFLDO� LQIRUPDWLRQ� RU� FRQILGHQWLDO� EXVLQHVV� LQIRUPDWLRQ��
5HFRJQL]LQJ�WKHVH LQWHUHVWV��WKH�%XUHDX SURSRVHV�WR�XVH�D�EDODQFLQJ�WHVW�WR�GHWHUPLQH�ZKLFK�GDWD�
WR� SXEOLVK��� +RZHYHU�� WKH�%XUHDX� ³GRHV� QRW� LQWHQG� WR� DSSO\� WKH� EDODQFLQJ� WHVW� XQWLO� ILQDQFLDO�
LQVWLWXWLRQV�KDYH�UHSRUWHG�DW�OHDVW�D�IXOO�\HDU�RI������GDWD�WR�WKH�%XUHDX�´�� 7KXV��ZKLOH�WKH�%XUHDX�
H[WHQVLYHO\� GLVFXVVHV� WKLV� EDODQFLQJ� WHVW��� WKH� OLPLWDWLRQ� LW� SODFHV� RQ� WKH� %XUHDX� LV� XQFOHDU��
SDUWLFXODUO\� VLQFH WKH� %XUHDX� FODLPV� WKH� ULJKW WR� DSSO\� WKH� WHVW� DW� LWV� GLVFUHWLRQ��� 0RUHRYHU��
EXVLQHVVHV� ZLOO� QRW� EH� DEOH� WR� PDNH� IXOO\� LQIRUPHG� GHFLVLRQV� DERXW� ZKHWKHU� WR� SURYLGH� WKH�
LQIRUPDWLRQ�VRXJKW�XQGHU�6HFWLRQ������IRU�DW�OHDVW�D�\HDU�LQ�WKH�DEVHQFH�RI�D�FOHDU�VHQVH�RI�ZKDW�
GDWD�WKH�%XUHDX�ZLOO�XOWLPDWHO\�GLVFORVH�WR�WKH�SXEOLF�

:H�EHOLHYH�WKDW�WKH�SULYDF\�DQG�FRQILGHQWLDOLW\�LQWHUHVWV�LPSOLFDWHG�E\�6HFWLRQ������VKRXOG�
EH�IXOO\�FRQVLGHUHG�SULRU�WR�WKH�LVVXDQFH�RI�WKH�IRUWKFRPLQJ�ILQDO�UXOH DQG�LQLWLDO�FROOHFWLRQ�RI�WKH�
GDWD��:H�ZRXOG�DVN�WKH�%XUHDX�WR�IRUPDOL]H�LWV�EDODQFLQJ�WHVW�LQ�WKH�ILQDO�UXOH�RU��SULRU�WR�SXEOLVKLQJ�
DQ\�GDWD��XQGHUWDNH�D�QRWLFH�DQG�FRPPHQW�SURFHVV�XQGHU�ZKLFK�LW�IRUPDOL]HV�WKH�EDODQFLQJ�WHVW�
7KLV�DSSURDFK�ZRXOG�KDYH�DW�OHDVW�WZR�NH\�EHQHILWV��)LUVW��LW�ZRXOG�HQVXUH�WKH�FUHDWLRQ�RI�D�ZHOO�
FRQVLGHUHG�EDODQFLQJ�WHVW�WKDW�ZDV�VXEMHFW�WR�DSSURSULDWH�FRPPHQW�IURP�VWDNHKROGHUV��6HFRQG��LW�
ZRXOG� DOORZ� EXVLQHVVHV� WR� XQGHUVWDQG� ZKDW� GDWD� ZLOO� EH� SXEOLVKHG� DQG� WKXV� PDNH� LQIRUPHG�
GHFLVLRQV�DERXW�ZKDW�LQIRUPDWLRQ�WR�SURYLGH�WR�D�OHQGHU��

E� 7KH�%XUHDX�VKRXOG�VWRUH�GDWD�FROOHFWHG�XQGHU�WKH�ILQDO�UXOH�XVLQJ�WKH�KLJKHVW�
VWDQGDUGV�RI�GDWD�VHFXULW\�

8QGHU�WKH�ILQDO�UXOH��WKH�%XUHDX�ZLOO�FROOHFW�ODUJH�YROXPHV�RI�H[WUHPHO\�VHQVLWLYH�GDWD�DERXW�
$PHULFDQ� ZRPHQ� DQG� PLQRULW\�RZQHG�� DQG� VPDOO� EXVLQHVVHV� $Q\� FRPSURPLVH� RI� WKLV�
LQIRUPDWLRQ�FRXOG�KDYH�VLJQLILFDQW�FRQVHTXHQFHV�IRU�EXVLQHVVHV�DV�ZHOO�DV�FDXVH�D�VXEVWDQWLDO�ORVV�
RI�FRQILGHQFH�LQ�WKH�%XUHDX��7KH�WKUHDW�RI�VXFK�FRPSURPLVH�LV�UHDO� $V�GHPRQVWUDWHG�E\�WKH�KDFN�
RI�WKH�2IILFH�RI�3HUVRQQHO�0DQDJHPHQW�WKDW�UHSRUWHGO\�DIIHFWHG������PLOOLRQ�SHRSOH��JRYHUQPHQW�
DJHQFLHV� DUH� HVWDEOLVKHG� WDUJHWV� RI� VRSKLVWLFDWHG� KDFNHUV�� LQFOXGLQJ� VRSKLVWLFDWHG� QDWLRQ� VWDWH�
DFWRUV� 7KH�%XUHDX� FRQVHTXHQWO\�PXVW�KROG� LWVHOI� WR� WKH�KLJKHVW� VWDQGDUGV�RI�GDWD� VHFXULW\� DQG�
SURWHFW�WKH�LQIRUPDWLRQ�WKDW�LW�JDWKHUV�LI�LW�LV�JRLQJ�WR�DFKLHYH�ORQJ�WHUP�VXFFHVV�LQ�DGPLQLVWHULQJ�
WKH�ILQDO�UXOH�
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:H�WKDQN�\RX�IRU�\RXU�FRQVLGHUDWLRQ�RI�WKHVH�FRPPHQWV�DQG�ZRXOG�EH�KDSS\�WR�GLVFXVV�
WKHVH�LVVXHV�IXUWKHU�

6LQFHUHO\�

%LOO�+XOVH
9LFH�3UHVLGHQW
&HQWHU�IRU�&DSLWDO�0DUNHWV�&RPSHWLWLYHQHVV
8�6��&KDPEHU�RI�&RPPHUFH


