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� ([HFXWLYH�6XPPDU\�
x� )URP� 2FWREHU� ���� ����� WKURXJK� 0D\� ���� ������ .�� ,QWHOOLJHQFH�� //&� �³.�´�� FRQGXFWHG� DQ�

LQGHSHQGHQW�VWXG\�RI�PHGLD�WUDQVSDUHQF\�LVVXHV�LQ�WKH�8�6��DGYHUWLVLQJ�LQGXVWU\�RQ�EHKDOI�RI�WKH�
$VVRFLDWLRQ�RI�1DWLRQDO�$GYHUWLVHUV��³$1$´���.��ZDV�VHOHFWHG�WR�OHDG�WKH�IDFW�ILQGLQJ�SRUWLRQ�RI�WKH�
VWXG\� DIWHU� D� 5HTXHVW� IRU� 3URSRVDO� SURFHVV� LQLWLDWHG� E\� WKH� $1$� RQ� -XQH� ���� ������
(ELTXLW\�)LUP'HFLVLRQV��³(ELTXLW\´��ZDV�VHOHFWHG�WR�SDUWQHU�ZLWK�.��IRU�WKH�SXUSRVH�RI�GHYHORSLQJ�
SUDFWLFDO�UHFRPPHQGDWLRQV�WR�DGGUHVV�WKH�VWXG\¶V�UHVXOWV��

x� 2YHU�WKH�FRXUVH�RI�WKH�VWXG\��.��UHTXHVWHG�LQWHUYLHZV�ZLWK�����VRXUFHV�DQG�XOWLPDWHO\�FRQGXFWHG�
����LQWHUYLHZV�ZLWK�����LQGLYLGXDO�VRXUFHV��UHSUHVHQWLQJ�D�FURVV�VHFWLRQ�RI�WKH�8�6��PHGLD�EX\LQJ�
HFRV\VWHP�� .�� NHSW� WKH� LGHQWLWLHV� RI� DOO� SDUWLFLSDWLQJ� VRXUFHV� ±� DQG� DOO� RI� WKH� LQGLYLGXDOV� DQG�
FRUSRUDWH�HQWLWLHV�QDPHG�LQ�WKHLU�DFFRXQWV�±�FRQILGHQWLDO�IURP�ERWK�(ELTXLW\�DQG�WKH�$1$�WKURXJKRXW�
WKH�VWXG\��$W�DOO�WLPHV��.��PDLQWDLQHG�FRPSOHWH�DXWKRULW\�RYHU�WKH�PHWKRGRORJLHV�XWLOL]HG�E\�WKH�
VWXG\�WHDP��DV�ZHOO�DV�IXOO�HGLWRULDO�FRQWURO�RI�WKLV�UHSRUW��

x� :LWKLQ�WKH�VDPSOH�VWXGLHG�E\�.���QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV�ZHUH�IRXQG�WR�EH�SHUYDVLYH��
2I� WKH� ���� VRXUFHV� LQWHUYLHZHG� E\�.��� ����ZHUH� GLUHFWO\� LQYROYHG� LQ�PHGLD� EX\LQJ� LQ� WKH�8�6��
PDUNHW�� 2I� WKRVH� ���� VRXUFHV�� ��� UHSRUWHG� GLUHFW� H[SHULHQFH� ZLWK� QRQ�WUDQVSDUHQW� EXVLQHVV�
SUDFWLFHV�� LQFOXGLQJ� UHEDWHV� ���� VRXUFHV�� DQG� SULQFLSDO� WUDQVDFWLRQV� WKDW� HQDEOHG� SRWHQWLDOO\�
SUREOHPDWLF� SUDFWLFHV� ���� VRXUFHV��� 6RPH� RI� WKHVH� VRXUFHV� UHSRUWHG�PXOWLSOH� H[SHULHQFHV�ZLWK�
VHSDUDWH�DQG�XQUHODWHG�QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV��H�J���WKH�VDPH�VRXUFH�UHSRUWLQJ�ERWK�
UHEDWHV�DQG�SUREOHPDWLF�SULQFLSDO�WUDQVDFWLRQV����

o� 1RQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV�ZHUH�QRW� OLPLWHG� WR�D�VSHFLILF� W\SH�RI�DJHQF\��.�� IRXQG�
VXEVWDQWLDO�HYLGHQFH�RI�QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV�LQ�$JHQF\�+ROGLQJ�&RPSDQLHV��DV�
ZHOO�DV�LQ�FHUWDLQ�LQGHSHQGHQW�DJHQFLHV��(YLGHQFH�LQFOXGHG�ERWK�GHWDLOHG�VRXUFH�DFFRXQWV�DQG�
VLJQLILFDQW�GRFXPHQWDU\�HYLGHQFH��

o� 1RQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV�ZHUH�QRW�OLPLWHG�WR�RQH�VSHFLILF� W\SH�RI�PHGLD��.��IRXQG�
HYLGHQFH� RI� QRQ�WUDQVSDUHQW� EXVLQHVV� SUDFWLFHV� DFURVV� GLJLWDO�� 22+�� SULQW�� DQG� WHOHYLVLRQ�
PHGLD����

o� 7KHUH�ZHUH�V\VWHPLF�HOHPHQWV�WR�VRPH�RI�WKH�VSHFLILF�LQVWDQFHV�RI�QRQ�WUDQVSDUHQW�EXVLQHVV�
SUDFWLFHV�H[DPLQHG�E\�.���LQ�WKDW�WKHVH�SUDFWLFHV�DSSHDUHG�WR�EH�SDUW�RI�WKH�UHJXODU�FRXUVH�RI�
EXVLQHVV�� 6SHFLILFDOO\�� .�� IRXQG� HYLGHQFH� WKDW� VHQLRU� H[HFXWLYHV� DW� DJHQFLHV� DQG� $JHQF\�
+ROGLQJ� &RPSDQLHV� ZHUH� DZDUH� RI� DQG� HYHQ� PDQGDWHG� VRPH� QRQ�WUDQVSDUHQW� EXVLQHVV�
SUDFWLFHV��VXJJHVWLQJ�KLJK�OHYHO�EX\�LQ��.��DOVR�IRXQG�HYLGHQFH�WKDW�FRQWUDFWV�IRU�UHEDWHV�DQG�
RWKHU�QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV�ZHUH�QHJRWLDWHG�DQG�VRPHWLPHV�VLJQHG�E\�DJHQF\�
H[HFXWLYHV��

                                                           
��7KLV�RYHUODS�DFFRXQWV�IRU�ZK\�WKH�WRWDO�RI����VRXUFHV�ZKR�UHSRUWHG�QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV�LV�OHVV�WKDQ�WKH�VXP�RI�
WKRVH�UHSRUWLQJ�UHEDWHV������DQG�SULQFLSDO�WUDQVDFWLRQV�WKDW�HQDEOH�SRWHQWLDOO\�SUREOHPDWLF�DJHQF\�SUDFWLFHV��������
��3OHDVH�QRWH�WKDW�WKH�GHJUHH�RI�SDUWLFLSDWLRQ�LQ�WKH�VWXG\�YDULHG�VLJQLILFDQWO\�EHWZHHQ�PHGLD�W\SHV��)RU�LQVWDQFH��.��ZDV�DEOH�WR�
LQWHUYLHZ�QXPHURXV�VRXUFHV�IURP�GLJLWDO�DQG�22+��EXW�YHU\�IHZ�IURP�WHOHYLVLRQ�DQG�SULQW�DQG�QRQH�IURP�UDGLR��$V�D�UHVXOW��WKH�
DEVHQFH�RI�H[DPSOHV�RI�QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV�LQ�PHGLD�W\SHV�IRU�ZKLFK�.��KDG�IHZ�VRXUFHV�VKRXOG�QRW�EH�WDNHQ�DV�
FRQFOXVLYH�HYLGHQFH�WKDW�VXFK�SUDFWLFHV�GR�QRW�H[LVW�ZLWKLQ�WKH�ODUJHU�PHGLD�EX\LQJ�HFRV\VWHP���

Glenda Nevill


Glenda Nevill


Glenda Nevill




 

 

  

��
�

o� 7KH�SHUYDVLYHQHVV�RI� WKHVH�SUDFWLFHV� LQ� WKH�VDPSOH�VWURQJO\�VXJJHVWV� WKDW�QRQ�WUDQVSDUHQW�
EXVLQHVV�SUDFWLFHV�DUH�DOVR�FRPPRQ�LQ�WKH�PHGLD�EX\LQJ�HFRV\VWHP�IURP�ZKLFK�WKH�VDPSOH�
ZDV�GUDZQ��

x� .��IRXQG�VXEVWDQWLDO�HYLGHQFH�RI�QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV�LQ�WKH�8�6��PDUNHW�LQ�WKH�IRUP�
RI� UHEDWHV��.�� LQWHUYLHZHG����VRXUFHV�ZKR� UHSRUWHG� WKDW�PHGLD� UHEDWH� GHDOV�RFFXU� LQ� WKH�8�6��
PDUNHW��2I�WKRVH����VRXUFHV�����UHSRUWHG�LQGLFLD�WKDW�WKH�UHEDWHV�ZHUH�QRW�GLVFORVHG�WR�DGYHUWLVHUV��
ZHUH�QRW�SDVVHG� WKURXJK� WR�DGYHUWLVHUV��DQG�RU�ZHUH�GHPDQGHG�E\�DJHQFLHV��.��DOVR�REWDLQHG�
FRUURERUDWLQJ�GRFXPHQWDU\�HYLGHQFH�RI� UHEDWHV�� LQFOXGLQJ�HPDLO� WKUHDGV�DQG�FRQWUDFWV�EHWZHHQ�
PHGLD�VXSSOLHUV�DQG�PHGLD�DJHQFLHV��7KLV�FROOHFWLYH�ERG\�RI�HYLGHQFH�VKRZHG�D�UDQJH�RI�LQVWDQFHV�
LQ�ZKLFK�PHGLD�VXSSOLHUV�SDLG� UHEDWHV� WR�DJHQFLHV��RU�HQWLWLHV�DIILOLDWHG�ZLWK� WKRVH�DJHQFLHV�� LQ�
DPRXQWV�UDQJLQJ�IURP�������WR�DSSUR[LPDWHO\�����RI�DJJUHJDWH�PHGLD�VSHQGLQJ��GHSHQGLQJ�XSRQ�
WKH�GHDO��.��LGHQWLILHG�VHYHUDO�FDVHV�LQ�ZKLFK�WKH�SHUFHQWDJH�RI�WKH�UHEDWH�RZHG�LQFUHDVHG�DORQJ�
ZLWK�DJHQF\�VSHQG����

x� .��LGHQWLILHG�HYLGHQFH�RI�VHYHUDO�PHWKRGV�E\�ZKLFK�UHEDWH�GHDOV�DUH�VWUXFWXUHG��LQFOXGLQJ�ILQDQFLDO�
LQFHQWLYHV�LQ�WKH�IRUP�RI�FDVK�RU�IUHH�PHGLD��2WKHU�VRXUFHV�QRWHG�WKDW�UHEDWHV�DUH�RIWHQ�VWUXFWXUHG�
DV� VHUYLFH� DJUHHPHQWV�ZKHUHE\� WKH� IHHV� IRU� WKH� VHUYLFHV� ±� XVXDOO\� GHVFULEHG� DV� FRQVXOWLQJ� RU�
UHVHDUFK�±�DUH�WLHG�WR�WKH�YROXPH�RI�DJHQF\�VSHQG��0RUHRYHU��WKHVH�VHUYLFHV�ZHUH�HLWKHU�RI�PLQLPDO�
XWLOLW\��VLJQLILFDQWO\�RYHUSULFHG��RU�QRW�SURYLGHG�DW�DOO���

x� 'XULQJ�WKH�FRXUVH�RI�WKLV�VWXG\��.��IRXQG�VXEVWDQWLDO�HYLGHQFH�WKDW�WKH�ODFN�RI�WUDQVSDUHQF\�LQKHUHQW�
LQ� SULQFLSDO� WUDQVDFWLRQV� HQDEOHV� DJHQFLHV� WR� HQJDJH� LQ� SRWHQWLDOO\� SUREOHPDWLF� FRQGXFW� ±� L�H���
FRQGXFW�WKDW�PD\�QRW�EH�LQ�WKH�DGYHUWLVHU¶V�EHVW�LQWHUHVW��0DQ\�DGYHUWLVHU�DJHQF\�FRQWUDFWV�FRQWDLQ�
³RSW�LQ´� SURYLVLRQV� WKDW� SHUPLW� WKH� DJHQF\� WR� HQJDJH� LQ� FHUWDLQ� SULQFLSDO� WUDQVDFWLRQV� ZLWK�
DGYHUWLVHUV�� ,Q�D�SULQFLSDO� WUDQVDFWLRQ��DQ�$JHQF\�+ROGLQJ�&RPSDQ\�HVVHQWLDOO\�DFWV�DV�D�PHGLD�
VXSSOLHU�E\�SXUFKDVLQJ�PHGLD�RQ�LWV�RZQ�EHKDOI�DQG�WKHQ�UHVHOOLQJ�LW�DW�D�PDUNXS��:KHQ�DQ�DJHQF\�
ZLWKLQ�WKH�$JHQF\�+ROGLQJ�&RPSDQ\�VHOOV�WKH�PHGLD�WR�DQ�DGYHUWLVHU��WKH�RULJLQDO�SXUFKDVH�SULFH�±�
DV� ZHOO� DV� RWKHU� SRWHQWLDOO\� UHOHYDQW� LQIRUPDWLRQ� ±� LV� QRW� GLVFORVHG�� $FFRUGLQJ� WR� LQIRUPDWLRQ�
SURYLGHG� WR� .��� PDUNXSV� RQ� PHGLD� VROG� WKURXJK� SULQFLSDO� WUDQVDFWLRQV� FDQ� UDQJH� IURP�
DSSUR[LPDWHO\�����WR������6RXUFHV�DOVR�LQGLFDWHG�WKDW�PHGLD�EX\HUV�DUH�VRPHWLPHV�SUHVVXUHG�
DQG�RU� LQFHQWLYL]HG� E\� WKHLU� $JHQF\� +ROGLQJ� &RPSDQLHV� WR� GLUHFW� FOLHQW� VSHQG� WR� WKLV� PHGLD��
UHJDUGOHVV�RI�ZKHWKHU�VXFK�SXUFKDVHV�DUH�LQ�WKH�FOLHQWV¶�EHVW�LQWHUHVW���

x� .��IRXQG�HYLGHQFH�RI�QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV�LQ�WKH�8�6��PDUNHW�DULVLQJ�IURP�DJHQFLHV�
KROGLQJ�HTXLW\�VWDNHV�LQ�PHGLD�VXSSOLHUV��6HYHUDO�IRUPHU�VHQLRU�OHYHO�DJHQF\�HPSOR\HHV�UHSRUWHG�
WKDW� WKH\� IHOW� SUHVVXUH� IURP� WKH� VHQLRU� H[HFXWLYH� OHYHO� RI� $JHQF\� *URXSV� RU� $JHQF\� +ROGLQJ�
&RPSDQLHV�WR�GLUHFW�VSHQG�WR�FRPSDQLHV�LQ�ZKLFK�WKH�DJHQF\�RU�KROGLQJ�FRPSDQ\�KHOG�DQ�HTXLW\�
LQYHVWPHQW���

 �
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x� .�� IRXQG�HYLGHQFH�RI�D� IXQGDPHQWDO� GLVFRQQHFW� LQ� WKH�DGYHUWLVLQJ� LQGXVWU\� UHJDUGLQJ� WKH�EDVLF�
QDWXUH�RI�WKH�DGYHUWLVHU�DJHQF\�UHODWLRQVKLS��,Q�JHQHUDO��DGYHUWLVHUV�H[SUHVVHG�D�EHOLHI�WKDW�WKHLU�
DJHQFLHV�ZHUH�GXW\�ERXQG� WR�DFW� LQ� WKHLU�EHVW� LQWHUHVW��7KH\�DOVR�EHOLHYHG� WKDW� WKLV�REOLJDWLRQ�±�
HVVHQWLDOO\�� LQ� WKHLU� YLHZ�� D� ILGXFLDU\� GXW\� ±� H[WHQGV� EH\RQG� WKH� VWDWHG� WHUPV� LQ� WKHLU� DJHQF\�
FRQWUDFWV�� :KLOH� VRPH� DJHQF\� H[HFXWLYHV� H[SUHVVHG� VLPLODU� EHOLHIV�� RWKHUV� WROG� .�� WKDW� WKHLU�
UHODWLRQVKLS� WR� DGYHUWLVHUV� ZDV� VROHO\� GHILQHG� E\� WKH� FRQWUDFW� EHWZHHQ� WKH� WZR� SDUWLHV�� 6RPH�
VRXUFHV� IXUWKHU�QRWHG� WKDW� WKHLU�REOLJDWLRQV� WR� WKHLU� UHVSHFWLYH�$JHQF\�+ROGLQJ�&RPSDQLHV� ZHUH�
VRPHWLPHV�LQ�FRQIOLFW�ZLWK�WKH�LQWHUHVWV�RI�WKHLU�FOLHQWV��
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� ,QWURGXFWLRQ�

�����%DFNJURXQG�DQG�3XUSRVH�

2Q�-XQH�����������WKH�$VVRFLDWLRQ�RI�1DWLRQDO�$GYHUWLVHUV��³$1$´��LVVXHG�D�UHTXHVW�IRU�SURSRVDO��³5)3´��
WR�FRQGXFW�DQ� LQGHSHQGHQW� IDFW�ILQGLQJ�VWXG\�WR�VKHG� OLJKW�RQ�WUDQVSDUHQF\� LVVXHV�ZLWKLQ�WKH�DGYHUWLVLQJ�
LQGXVWU\�DQG�WKHQ�GHYHORS�SUDFWLFDO�UHFRPPHQGDWLRQV�WR�DGGUHVV�WKHP��7KH�$1$¶V�GHFLVLRQ�WR�LVVXH�WKH�
5)3�ZDV�GULYHQ�E\� WZR� UHODWHG� IDFWRUV�� ���� WKH� LQGXVWU\¶V� ULVLQJ�DZDUHQHVV�DQG�JURZLQJ�FRQFHUQ�DERXW�
PHGLD�WUDQVSDUHQF\�LVVXHV��DQG�����D�³ODFN�RI�D�FRPPRQ�SHUVSHFWLYH´��UHJDUGLQJ�WKH�QDWXUH�RI�WKH�DFWXDO�
EXVLQHVV�SUDFWLFHV� LQ�XVH�WKURXJKRXW�WKH�PHGLD�EX\LQJ�HFRV\VWHP��,Q�WKH�$1$¶V�HVWLPDWLRQ�� WKLV�XQLTXH�
FRPELQDWLRQ�RI�IDFWRUV�±�L�H���ZLGHVSUHDG�FRQFHUQ�DERXW�FHUWDLQ�EXVLQHVV�SUDFWLFHV�SOXV�D�ODFN�RI�FRQVHQVXV�
RQ�ZKHWKHU� WKRVH�SUDFWLFHV�ZHUH�DFWXDOO\�RFFXUULQJ�±�ZDV�WKH�URRW�FDXVH�RI�D�SURJUHVVLYH�DQG�FRXQWHU�
SURGXFWLYH� HURVLRQ� RI� WUXVW� DPRQJ� LQGXVWU\� FRQVWLWXHQWV�� $FFRUGLQJO\�� WKH� $1$¶V� SULPDU\� SXUSRVH� LQ�
FRPPLVVLRQLQJ�WKH�VWXG\�ZDV�WR�³GHP\VWLI\� WKH� ODQGVFDSH´��WKURXJK�UREXVW�DQG� LQGHSHQGHQW�IDFW�ILQGLQJ�
DQG�WKHUHE\�FUHDWH�D�VROLG�IDFWXDO�IRXQGDWLRQ�XSRQ�ZKLFK�ORQJVWDQGLQJ�UHODWLRQVKLSV�RI�WUXVW�FRXOG�EH�UHEXLOW��

2Q�2FWREHU�����������WKH�$1$�DQQRXQFHG�YLD�D�SUHVV�UHOHDVH��WKDW�LW�KDG�VHOHFWHG�.��,QWHOOLJHQFH��//&�
�³.�´��DQG�(ELTXLW\�)LUP'HFLVLRQV��³(ELTXLW\´�� WR� OHDG� WKH�VWXG\��$�EULHI�EDFNJURXQG�RQ�.��DQG�WKH�FRUH�
WHDP�WKDW�FRQGXFWHG�WKH�VWXG\� LV�SURYLGHG�EHORZ��,Q�DGGLWLRQ�� WKH�VFRSH�RI� WKH�VWXG\�±�DQG� WKH�VSHFLILF�
PHWKRGRORJLHV�WKDW�.��DQG�(ELTXLW\�HPSOR\HG�LQ�DQ�HIIRUW�WR�DFKLHYH�WKH�$1$¶V�VWDWHG�JRDOV�±�DUH�RXWOLQHG�
LQ�WKH�VHFWLRQV�WKDW�IROORZ��

�������)LUP�%DFNJURXQG�
.��,QWHOOLJHQFH�LV�DQ�LQYHVWLJDWLYH��FRPSOLDQFH�DQG�F\EHU�GHIHQVH�VHUYLFHV�ILUP�IRXQGHG�LQ������E\�-HUHP\�
0��.UROO�DQG�-XOHV�%��.UROO��WKH�RULJLQDWRU�RI�WKH�PRGHUQ�FRUSRUDWH�LQYHVWLJDWLRQV�LQGXVWU\�� �:LWK�RIILFHV�LQ�
1HZ�<RUN��/RQGRQ��0DGULG��7HO�$YLY��*HQHYD��DQG�/RV�$QJHOHV��.��SURYLGHV�VSHFLDOL]HG�UHVHDUFK��IDFW�
ILQGLQJ�� DQG� FRPSOLDQFH� VHUYLFHV� WR� SXEOLF� DQG� SULYDWH� FRUSRUDWLRQV�� ERDUGV� RI� GLUHFWRUV�� QRQ�SURILW�
RUJDQL]DWLRQV�� LQGLYLGXDOV�� DQG� JRYHUQPHQW� FOLHQWV� DFURVV� WKH� JOREH�� &RPPRQ� HQJDJHPHQWV� LQFOXGH�
FRPSOH[�LQYHVWLJDWLRQV�RI�DOO�YDULHWLHV��SUH�WUDQVDFWLRQDO�GXH�GLOLJHQFH��F\EHU�LQYHVWLJDWLRQV�DQG�GHIHQVH��
DVVHW�VHDUFKHV��DQG� IDFW�ILQGLQJ� LQ�VXSSRUW�RI�KLJK�VWDNHV�GLVSXWHV�DQG� OLWLJDWLRQ��.�¶V�PXOWL�GLVFLSOLQDU\�
WHDPV� FRQVLVW� RI� D� GLYHUVH� FROOHFWLRQ� RI� SURIHVVLRQDOV�� LQFOXGLQJ� IRUPHU� VWDWH� DQG� IHGHUDO� SURVHFXWRUV��
H[SHULHQFHG�UHVHDUFKHUV�DQG�DQDO\VWV��ILQDQFLDO�DQG�IRUHQVLF�LQYHVWLJDWRUV��IRUPHU�ODZ�HQIRUFHPHQW�RIILFLDOV�
DQG�LQWHOOLJHQFH�RSHUDWLYHV��LQYHVWLJDWLYH�MRXUQDOLVWV��DQG�OLWLJDWLRQ�DQG�HQIRUFHPHQW�DWWRUQH\V���

 �

                                                           
��³0HGLD�7UDQVSDUHQF\�5)3�´�$1$��-XQH�����������6HH��KWWS���ZZZ�DQD�QHW�FRQWHQW�VKRZ�LG�PHGLD�WUDQVSDUHQF\�UIS���
��,ELG����
��³$1$�VHOHFWV�.��,QWHOOLJHQFH�DQG�(ELTXLW\�)LUP'HFLVLRQV�WR�OHDG�0HGLD�7UDQVSDUHQF\�)DFW�)LQGLQJ�(IIRUW´��$1$�SUHVV�UHOHDVH��
2FWREHU�����������6HH��KWWSV���ZZZ�DQD�QHW�FRQWHQW�VKRZ�LG��������

http://www.ana.net/content/show/id/media-transparency-rfp
https://www.ana.net/content/show/id/36997
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7KH�FRUH�.��WHDP�IRU�WKLV�VWXG\�FRQVLVWHG�RI�ILYH�SURIHVVLRQDOV��7KH�TXDOLILFDWLRQV�RI�HDFK�WHDP�PHPEHU�LV�
GHVFULEHG�EULHIO\�EHORZ��

x� $Q� H[HFXWLYH� PDQDJLQJ� GLUHFWRU� ZLWK� QHDUO\� ��� \HDUV� RI� IDFW�ILQGLQJ� H[SHULHQFH�� ZKR� IRUPHUO\�
VHUYHG� DV� DQ� $VVLVWDQW� 'LVWULFW� $WWRUQH\� LQ� 1HZ� <RUN� &RXQW\� DQG� WKH� 'HSXW\� &ULPLQDO� -XVWLFH�
&RRUGLQDWRU�IRU�WKH�0D\RU�RI�WKH�&LW\�RI�1HZ�<RUN��

x� $�VHQLRU�PDQDJLQJ�GLUHFWRU�ZLWK����\HDUV�RI� IDFW�ILQGLQJ�H[SHULHQFH��ZKR�IRUPHUO\�VHUYHG�DV�DQ�
$VVLVWDQW�8QLWHG�6WDWHV�$WWRUQH\�LQ�WKH�6RXWKHUQ�'LVWULFW�RI�1HZ�<RUN�DQG�1HZ�<RUN�6WDWH�'HSXW\�
$WWRUQH\� *HQHUDO�� 'HSXW\� &KLHI� RI� ,QYHVWLJDWLRQV�� IRU� WKH�0RUHODQG� &RPPLVVLRQ� WR� ,QYHVWLJDWH�
3XEOLF�&RUUXSWLRQ��

x� $�PDQDJLQJ�GLUHFWRU�ZLWK����\HDUV�RI�IDFW�ILQGLQJ�H[SHULHQFH��ZKR�IRUPHUO\�VHUYHG�DV�DQ�$VVLVWDQW�
'LVWULFW�$WWRUQH\�LQ�1HZ�<RUN�&RXQW\�DQG�DV�$VVLVWDQW�'HSXW\�,QVSHFWRU�*HQHUDO�DQG�'LUHFWRU�RI�
WKH�&RQWUDFW�DQG�&RQVWUXFWLRQ�)UDXG�8QLW�IRU�WKH�1HZ�<RUN�6WDWH�2IILFH�RI�WKH�,QVSHFWRU�*HQHUDO��

x� $Q�DVVRFLDWH�PDQDJLQJ�GLUHFWRU�ZLWK�D�GHFDGH�RI�LQYHVWLJDWLYH�H[SHULHQFH�LQ�WKH�SXEOLF�DQG�SULYDWH�
VHFWRUV��DQG�

x� $Q�DQDO\VW�DQG�IRUPHU�LQYHVWLJDWLYH�QHZV�MRXUQDOLVW�ZLWK����\HDUV�RI�H[SHULHQFH�LQ�SULQW�DQG�RQOLQH�
SODWIRUPV��DQG�D�FR�DXWKRU�IRU�DQ�LQGHSHQGHQW�DXGLW�LQWR�WKH�VWDWH�RI�PHGLD�IUHHGRP�LQ�$XVWUDOLD���

�����6WXG\�6FRSH�

7KURXJKRXW� WKLV� VWXG\�� .�¶V� SULPDU\� IRFXV� ZDV� WR� LGHQWLI\�� LOOXPLQDWH�� DQG� GRFXPHQW� QRQ�WUDQVSDUHQW�
EXVLQHVV�SUDFWLFHV� WR� WKH�H[WHQW� WKH\� H[LVW� LQ� WKH�PHGLD�EX\LQJ�VSDFH�� VSHFLILFDOO\� LQ� WKH�8QLWHG�6WDWHV�
PDUNHW�� $W� WKH� RXWVHW�� LW� LV� LPSRUWDQW� WR� EH� FOHDU� RQ� H[DFWO\� KRZ� .�� GHILQHG� QRQ�WUDQVSDUHQW� EXVLQHVV�
SUDFWLFHV�IRU�SXUSRVHV�RI�WKLV�VWXG\���

�������1RQ�7UDQVSDUHQW�%XVLQHVV�3UDFWLFHV�'HILQHG�
7UDQVSDUHQF\� LV�FRPPRQO\�GHILQHG�� LQ�D�EXVLQHVV�FRQWH[W��DV� WKH� IXOO� GLVFORVXUH�RI� UHOHYDQW� LQIRUPDWLRQ�
UHTXLUHG�IRU�LQIRUPHG�DQG�LQWHOOLJHQW�GHFLVLRQ�PDNLQJ��DV�D�FRUROODU\��LW�LV�DOVR�GLVWLQJXLVKHG�E\�WKH�ODFN�RI�
KLGGHQ�DJHQGDV�DQG�FRQGLWLRQV��$FFRUGLQJO\��IRU�SXUSRVHV�RI�WKLV�VWXG\�DQG�RXU�ILQGLQJV��D�QRQ�WUDQVSDUHQW�
EXVLQHVV�SUDFWLFH�LV�RQH�LQ�ZKLFK�UHOHYDQW�LQIRUPDWLRQ�LV�QRW�GLVFORVHG�RU�LQWHQWLRQDOO\�REVFXUHG�IURP�RQH�
SDUW\�WR�D�WUDQVDFWLRQ��

,Q� WKH�VSHFLILF� FRQWH[W�RI�PHGLD�EX\LQJ� ±� DQG� IRU�SXUSRVHV�RI� WKLV� UHSRUW� ±�D�QRQ�WUDQVSDUHQW�EXVLQHVV�
SUDFWLFH�LV�RQH�LQ�ZKLFK�DQ�DGYHUWLVHU�GRHV�QRW�KDYH�IXOO�DFFHVV�WR�WKH�LQIRUPDWLRQ�QHFHVVDU\�WR�DVVHVV�WKH�
YDOXH�RI�D�PHGLD�SXUFKDVH�DQG�WKH�DVVRFLDWHG�PDUJLQ��([DPSOHV�RI�VXFK�LQIRUPDWLRQ�FRXOG�LQFOXGH��

x� 7KH� H[LVWHQFH� RI� DQ\� LQFHQWLYHV� RIIHUHG� E\� PHGLD� VXSSOLHUV� WR� DJHQFLHV� �H�J��� GLVFRXQWV��
UHEDWHV��WR�EX\�FHUWDLQ�PHGLD��HYHQ�LI�RWKHU�PHGLD�LV�FRPSDUDEOH�RU�FRVWV�OHVV���

x� ,I�VXFK�LQFHQWLYHV�H[LVW��ZKHWKHU�DQG�KRZ�VXFK�EHQHILWV�DUH�SDVVHG�EDFN�WR�WKH�DGYHUWLVHU��

x� 7KH�H[LVWHQFH�RI�DQ\�LQWHUQDO�LQFHQWLYHV�RIIHUHG�E\�DQ�DJHQF\�RU�$JHQF\�+ROGLQJ�&RPSDQ\�WR�
LWV�RZQ�HPSOR\HHV�WR�HQFRXUDJH�WKH�SXUFKDVH�RI�FHUWDLQ�PHGLD��
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x� 7KH�XQGHUO\LQJ�FRVW�RI�PHGLD�DQG�DSSUR[LPDWH�DJHQF\�PDUJLQ��

x� 7KH�H[LVWHQFH�DQG�GHJUHH�RI�DQ\�PDUNXS�RQ�QRQ�PHGLD�FRVWV��

x� 7KH�H[LVWHQFH�RI�FRPPHUFLDO�DUUDQJHPHQWV�RU�SDUWQHUVKLSV�ZLWK�PHGLD�VXSSOLHUV�WKDW�KDYH�WKH�
SRWHQWLDO�WR�LQIOXHQFH�PHGLD�EX\LQJ�FKRLFHV��DQG�

x� 7KH�TXDOLW\�RI�WKH�PHGLD�DQG�DOO�UHOHYDQW�LQIRUPDWLRQ�DERXW�WKH�DXGLHQFH�LW�LV�PHDQW�WR�WDUJHW��

3OHDVH�QRWH�WKDW�WKLV�OLVW�LV�LQWHQGHG�WR�EH�LOOXVWUDWLYH�DQG�QRW�FRPSUHKHQVLYH��,Q�WKH�FRQWH[W�RI�D�VSHFLILF�
WUDQVDFWLRQ��LW�LV�FHUWDLQO\�SRVVLEOH�WKDW�RWKHU�W\SHV�RI�LQIRUPDWLRQ�PLJKW�EH�UHOHYDQW�DQG�QHFHVVDU\�IRU�WKH�
PDNLQJ�RI�DQ�LQIRUPHG�PHGLD�EX\LQJ�GHFLVLRQ��

�������4XDOLILFDWLRQV�
,Q�DGGLWLRQ�WR�WKH�GHILQLWLRQ�DERYH��WKLV�VWXG\¶V�IRFXV�RQ�QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV�UHTXLUHV�WZR�
LPSRUWDQW�TXDOLILFDWLRQV��

)LUVW�� .�¶V� IDFW�ILQGLQJ� UHYHDOHG� WKDW� VRPH� FRQWUDFWV� EHWZHHQ� DGYHUWLVHUV� DQG� WKHLU� DJHQFLHV� SHUPLW�
DJHQFLHV�WR�HQJDJH�LQ�QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV��FOHDUO\��WUDQVSDUHQF\�DQG�FRQWUDFW�FRPSOLDQFH�
DUH�QRW�RQH�DQG�WKH�VDPH�LQ�WKH�PHGLD�EX\LQJ�VSDFH��+RZHYHU��HYHQ�LI�D�SDUWLFXODU�QRQ�WUDQVSDUHQW�SUDFWLFH�
LV�SHUPLWWHG�E\�FRQWUDFW��WKH�IDFW�WKDW�DQ�DGYHUWLVHU�PD\�EH�GHSULYHG�RI�UHOHYDQW�LQIRUPDWLRQ�DV�D�UHVXOW�RI�
WKDW�SUDFWLFH�UHPDLQV�XQFKDQJHG��$FFRUGLQJO\��.��IRFXVHG�LWV�IDFW�ILQGLQJ�HIIRUWV�RQ�EULQJLQJ�WR�OLJKW�QRQ�
WUDQVSDUHQW� SUDFWLFHV� WKURXJKRXW� WKH� PHGLD�EX\LQJ� HFRV\VWHP�� HYHQ� LI� WKRVH� SUDFWLFHV� ZHUH� FRQWUDFW�
FRPSOLDQW��

6HFRQG��LW�LV�LPSRUWDQW�WR�QRWH�WKDW�QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV�RQ�WKH�SDUW�RI�DQ�DJHQF\�PD\�VWLOO�
UHVXOW� LQ� HIIHFWLYH�PHGLD� SXUFKDVHV� WKDW� DUH� WUXO\� LQ� WKH� DGYHUWLVHU¶V� EHVW� LQWHUHVW�� LQ� RWKHU�ZRUGV�� QRQ�
WUDQVSDUHQW�GRHV�QRW�QHFHVVDULO\�PHDQ�VXE�RSWLPDO��5DWKHU��WKH�NH\�SRLQW�±�DQG�WKH�UHOHYDQW�SRLQW�IRU�WKLV�
VWXG\�±�LV�WKDW�WKH�ODFN�RI�WUDQVSDUHQF\�PDNHV�LW�GLIILFXOW�� LI�QRW�LPSRVVLEOH��IRU�DQ�DGYHUWLVHU�WR�YHULI\�WKH�
YDOXH�DQG�DSSURSULDWHQHVV�RI�D�SDUWLFXODU�PHGLD�SXUFKDVH��$FFRUGLQJO\��.�¶V�IRFXV� WKURXJKRXW�WKLV�VWXG\�
UHPDLQHG�RQ�WKH�WUDQVSDUHQF\�RU�QRQ�WUDQVSDUHQF\�RI�FHUWDLQ�PHGLD�EX\LQJ�EXVLQHVV�SUDFWLFHV�DV�RSSRVHG�
WR�WKH�HIILFDF\�RI�WKH�SXUFKDVHV�WKHPVHOYHV��

�����2YHUYLHZ�RI�3ULRU�7UDQVSDUHQF\�6WXGLHV�

2YHU� WKH� SDVW� IRXU� \HDUV�� D� QXPEHU� RI� VWXGLHV� KDYH� DGGUHVVHG� PHGLD� WUDQVSDUHQF\� LVVXHV� ZLWKLQ� WKH�
DGYHUWLVLQJ�LQGXVWU\�DQG�GRFXPHQWHG�WKH�HURVLRQ�RI�WUXVW�EHWZHHQ�DGYHUWLVHUV�DQG�DJHQFLHV��,Q�WKH�LQWHUHVW�
RI�SURYLGLQJ�DGGLWLRQDO�FRQWH[W�IRU�WKH�ILQGLQJV�FRQWDLQHG�LQ�WKLV�UHSRUW��WKHVH�VWXGLHV�DUH�EULHIO\�VXPPDUL]HG�
EHORZ���

 �
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,Q� ������ WKH� $1$� FRQGXFWHG� D� VXUYH\� RI� ���� $1$� PHPEHUV� � �7KH� VXUYH\� UHYHDOHG� WKDW� ���� ����
UHVSRQGHQWV��ZHUH�DZDUH�RI�PHGLD�FRPSDQLHV�SD\LQJ�UHEDWHV�LQFHQWLYHV�WR�DJHQFLHV�ZLWKLQ�WKH�8�6��IRU�
UHIHUULQJ�RU�LQIOXHQFLQJ�FOLHQW�VSHQGLQJ��(LJKW\�ILYH�SHUFHQW������UHVSRQGHQWV��EHOLHYHG�WKDW�DJHQFLHV�VKRXOG�
SDVV�DOO� UHEDWHV� WKH\� UHFHLYHG� WR� WKHLU�FOLHQWV��+RZHYHU��RQO\��������� UHVSRQGHQWV��VDLG� WKDW� WKH\�KDG�
VSHFLILF�ODQJXDJH�LQ�WKHLU�8�6��FRQWUDFWV�WKDW�UHTXLUHG�DJHQFLHV�WR�GR�VR��

,Q�������WKH�$1$�DQG�WKH�UHVHDUFK�ILUP��)RUUHVWHU��FRQGXFWHG�D�VXUYH\�RI�����8�6��DGYHUWLVHUV��7KLV�VXUYH\�
IRXQG� WKDW� ���� ���� UHVSRQGHQWV�� ZHUH� FRQFHUQHG� DERXW� WUDQVSDUHQF\� LQ� PHGLD� EX\V� ��2I� WKH� JURXS�
H[SUHVVLQJ�FRQFHUQ������ LQGLFDWHG� WKDW� WKH\�KDG�EHFRPH�PRUH�FRQFHUQHG� LQ� WKH�SDVW� \HDU�� HVSHFLDOO\�
DURXQG�SUDFWLFHV�OLNH�UHEDWHV��GLJLWDO�SURJUDPPDWLF�EX\LQJ��DQG�DJHQF\�WUDGLQJ�GHVNV��

,Q� DQRWKHU� $1$�)RUUHVWHU� VXUYH\�� SXEOLVKHG� LQ� 0D\� ������ ��� $1$� PHPEHUV� ZHUH� DVNHG� DERXW� QRQ�
GLVFORVHG� SURJUDPPDWLF� PRGHOV� � �7KH� VSHFLILF� TXHVWLRQ� ZDV�� ³+DYH� \RX� RSWHG� LQWR� DQ� XQGLVFORVHG�
SURJUDPPDWLF�PRGHO�ZLWK�\RXU�DJHQF\�DJHQF\�WUDGLQJ�GHVN"´�DQG�D�GHILQLWLRQ�ZDV�SURYLGHG����)RUW\�SHUFHQW�
�����RI�WKH�UHVSRQGHQWV�UHSRUWHG�WKDW�WKH\�ZHUH�QRW�VXUH��$1$�PHPEHUV�ZKR�FRQILUPHG�WKDW�WKH\�KDG�RSWHG�
LQWR� QRQ�GLVFORVHG� SURJUDPPDWLF� PRGHOV� ����� RI� UHVSRQGHQWV�� ZHUH� DVNHG� ZK\� WKH\� KDG� GRQH� VR��
5HVSRQVHV�LQGLFDWHG�DQ�XQHDVLQHVV�DERXW�VXFK�D�PRGHO���5HSUHVHQWDWLYH�YHUEDWLP�UHVSRQVHV�LQFOXGHG��
³2QO\�PRGHO�FXUUHQWO\�DYDLODEOH��EXW�ZRUNLQJ�RQ�HVWDEOLVKLQJ�DQ�RSHQ�PRGHO´�� ³)HOW� IRUFHG� LQWR� LW�E\� WKH�
DJHQF\�KROGLQJ�JURXS��UDWKHU�WKDQ�RSWLQJ�LQ´��DQG�³:H�OHDSHG�EHIRUH�ZH�ORRNHG�´�

2XWVLGH� RI� WKH� 8�6��� WKH� :RUOG� )HGHUDWLRQ� RI� $GYHUWLVHUV� �³:)$´�� KDV� DOVR� DWWHPSWHG� WR� PHDVXUH�
SHUFHSWLRQV�RI�WUDQVSDUHQF\��,Q�������WKH�:)$�SXEOLVKHG�D�VXUYH\�RI�PHPEHUV�LQ�(XURSH��$VLD�3DFLILF��DQG�
/DWLQ� $PHULFD�� UHJLRQV� ZKHUH� UHEDWHV� DUH� JHQHUDOO\� UHJDUGHG� DV� DQ� DFFHSWHG� SUDFWLFH� ���7KH� VXUYH\�
LQGLFDWHG�WKDW�PDQ\�DGYHUWLVHUV�VXVSHFW�WKDW�WKHLU�PHGLD�EX\LQJ�DJHQFLHV�GR�QRW�SDVV�RQ�UHEDWHV�WR�FOLHQWV�
LQ�IXOO��HLWKHU�E\�ZD\�RI�FDVK�RU�IUHH�DGYHUWLVLQJ�VSDFH���

,Q�0DUFK�������8�.��EDVHG�PHGLD�FRQVXOWLQJ�JURXS�,'�&RPPV�SXEOLVKHG�D�JOREDO�VXUYH\�RI�����PDUNHWLQJ��
SURFXUHPHQW��DQG�DJHQF\�SURIHVVLRQDOV��7KH�VXUYH\� IRXQG� WKDW���������UHVSRQGHQWV��EHOLHYHG� WKDW� WKH�
ZD\� DQ� DJHQF\� PDQDJHV� UHEDWHV� LV� WKH� PRVW� LPSRUWDQW� IDFWRU� LQ� GHWHUPLQLQJ� WKH� OHYHO� RI� WUXVW� WKDW�
DGYHUWLVHUV�KDYH�LQ�PHGLD�DJHQFLHV����

                                                           
��³0HGLD�5HEDWHV�,QFHQWLYHV�5HTXLUH�)XOO�7UDQVSDUHQF\�´�$1$��-XO\�����������6HH��KWWS���ZZZ�DQD�QHW�PLFFRQWHQW�VKRZ�LG�ZS�
PHGLD�UHEDWHV�LQFHQWLYHV��
���³0HGLD�%X\LQJ¶V�(YROXWLRQ�&KDOOHQJHV�0DUNHWHUV�´�$1$�)RUUHVWHU��0D\�������6HH��KWWS���ZZZ�DQD�QHW�PLFFRQWHQW�VKRZ�LG�UU������
DQD�IRUUHVWHU�HYROXWLRQ�RI�PHGLD�EX\LQJ�VXUYH\�UHSRUW���5HVSRQGHQWV�LQFOXGHG�DGYHUWLVHUV�GUDZQ�IURP�WKH�$1$¶V�PHPEHUVKLS�ZLWK�
DQ�DYHUDJH�RI����\HDUV�RI�H[SHULHQFH�LQ�WKH�PDUNHWLQJ�DGYHUWLVLQJ�LQGXVWU\��
��³3URJUDPPDWLF�7UDQVIRUPHG�'LJLWDO�0HGLD�%X\LQJ�´�$1$�)RUUHVWHU��0D\����������6HH��KWWS���ZZZ�DQD�QHW�PLFFRQWHQW�VKRZ�LG�UU�
�����SURJUDPPDWLF���
��7KH�GHILQLWLRQ�VWDWHG��³$Q�XQGLVFORVHG�SURJUDPPDWLF�PRGHO�W\SLFDOO\�UHIHUV�WR�DQ�DUUDQJHPHQW�ZKHUH�DQ�DJHQW�DQG�RU�LQWHUPHGLDU\�
SXUFKDVLQJ�PHGLD�RQ�DQ�DGYHUWLVHU¶V�EHKDOI�GRHV�QRW�GLVFORVH�WKH�DFWXDO�FORVLQJ�ZLQQLQJ�ELG�SULFHV�RI�PHGLD�SXUFKDVHG��LQVWHDG�
SURYLGLQJ�RQO\�D�ILQDO�SULFH�ZKLFK�LQFOXGHV�PDUJLQ�DQG�IHHV��%\�QRW�GLVFORVLQJ�WKH�DFWXDO�SULFHV�SDLG��PDUJLQ�DUH�XQNQRZQ�DQG�
XQGLVFORVHG�WR�WKH�FOLHQW�´�
���³0HGLD�UHEDWHV�UHPDLQ�KLJK�LQ�PDQ\�PDUNHWV�´�:RUOG�)HGHUDWLRQ�RI�$GYHUWLVHUV�SUHVV�UHOHDVH��0DUFK�����������6HH��
KWWS���ZZZ�ZIDQHW�RUJ�HQ�JOREDO�QHZV�PHGLD�UHEDWHV�UHPDLQ�KLJK�LQ�PDQ\�PDUNHWV"S ����
���³0HGLD�7UDQVSDUHQF\�6XUYH\�5HVXOWV�´�,'�&RPPV��$SULO�����������6HH��KWWS���LGFRPPV�FRP�PHGLD�WUDQVSDUHQF\�VXUYH\�UHVXOWV��
$ERXW�D�TXDUWHU�RI�DOO�UHVSRQGHQWV�ZHUH�IURP�WKH�8�6��

http://www.ana.net/miccontent/show/id/wp-media-rebates-incentives
http://www.ana.net/miccontent/show/id/wp-media-rebates-incentives
http://www.ana.net/miccontent/show/id/rr-2014-ana-forrester-evolution-of-media-buying-survey-report
http://www.ana.net/miccontent/show/id/rr-2014-ana-forrester-evolution-of-media-buying-survey-report
http://www.ana.net/miccontent/show/id/rr-2016-programmatic
http://www.ana.net/miccontent/show/id/rr-2016-programmatic
http://www.wfanet.org/en/global-news/media-rebates-remain-high-in-many-markets?p=62
http://idcomms.com/media-transparency-survey-results
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� 0HWKRGRORJ\�
.�¶V�LQGHSHQGHQW�DVVHVVPHQW�RI�WUDQVSDUHQF\�LQ�WKH�PHGLD�EX\LQJ�VSDFH�ZDV�FRQGXFWHG�IURP�2FWREHU�����
�����WKURXJK�0D\�����������7KURXJKRXW�WKH�VWXG\��.�¶V�ZRUN�ZDV�JXLGHG�E\�D�QXPEHU�RI�NH\�SULQFLSOHV�
DQG�XWLOL]HG�D�VHW�RI�FDUHIXOO\�FRQVLGHUHG�PHWKRGRORJLHV��DOO�RI�ZKLFK�DUH�GHVFULEHG�EHORZ��

x� )URP�WKH�RXWVHW�� WKH�$1$�PDGH�FOHDU� WR�.��WKDW� WKH�JRDO�RI� WKH�VWXG\�ZDV�QRW� WR�HPEDUUDVV�RU�
DFFXVH�DQ\� LQGLYLGXDO�RU�FRUSRUDWH�HQWLW\�RI�PDOIHDVDQFH��7KLV�XQHTXLYRFDO�GLUHFWLYH�QHFHVVDULO\�
LQIRUPHG�.�¶V�IDFW�ILQGLQJ�DSSURDFK��

7R� WKDW�HQG��.��SURYLGHG�HYHU\�SDUWLFLSDWLQJ�VRXUFH�ZLWK�DQ�DVVXUDQFH�RI�FRQILGHQWLDOLW\�RQ� WZR�
OHYHOV�� ���� WKDW� WKH� LQIRUPDWLRQ�SURYLGHG�E\�DQ� LQGLYLGXDO� VRXUFH�ZRXOG�QRW� EH� DWWULEXWHG� WR� WKDW�
VRXUFH�LQ�DQ\�FRPPXQLFDWLRQ�WR�LQGLYLGXDOV�RXWVLGH�RI�.���DQG�����WKDW�WKH�QDPHV�RI�LQGLYLGXDOV�DQG�
FRUSRUDWH� HQWLWLHV� SURYLGHG� E\� D� VRXUFH� ZRXOG� EH� DQRQ\PL]HG� LQ� DQ\� UHSRUW� RU� RXWVLGH�
FRPPXQLFDWLRQ�LQ�D�PDQQHU�VXIILFLHQW�WR�SURWHFW�WKHLU�LGHQWLWLHV��$FFRUGLQJO\��LQ�WKLV�UHSRUW��VRXUFHV��
LQGLYLGXDOV��DQG�FRUSRUDWH�HQWLWLHV�DUH�GHVFULEHG�EXW�QRW�QDPHG��

x� 2Q�PXOWLSOH� RFFDVLRQV�� VRXUFHV� H[SUHVVHG� DSSUHKHQVLRQ� WKDW� WKHLU� FDUHHUV�PLJKW� EH� DGYHUVHO\�
DIIHFWHG�LI�WKHLU�SDUWLFLSDWLRQ�LQ�WKH�VWXG\�ZHUH�WR�EHFRPH�NQRZQ��,Q�RUGHU�WR�SURWHFW�WKHVH�VRXUFHV�
DQG�HQFRXUDJH�RSHQ�DQG�KRQHVW�SDUWLFLSDWLRQ��.��SURYLGHG�HDFK�VRXUFH�ZLWK�DQ�DGGLWLRQDO�OD\HU�RI�
SURWHFWLRQ��.��NHSW�WKH�LGHQWLWLHV�RI�DOO�SDUWLFLSDWLQJ�VRXUFHV�±�DQG�DOO�RI�WKH�LQGLYLGXDOV�DQG�FRUSRUDWH�
HQWLWLHV� QDPHG� LQ� WKHLU� DFFRXQWV� ±� FRQILGHQWLDO� IURP� ERWK� (ELTXLW\� DQG� WKH� $1$�� 7KLV� VDPH�
SURWHFWLRQ�DOVR�H[WHQGHG�WR�VRXUFHV�ZKR�ZHUH�DSSURDFKHG�E\�.��EXW�GHFOLQHG�WR�SDUWLFLSDWH�LQ�WKH�
VWXG\��

x� $V�DQ�DGGLWLRQDO�SURWHFWLYH�PHDVXUH��LQ�WKH�UHSRUW�WKDW�IROORZV��DOO�VRXUFHV�DUH�UHIHUHQFHG�DV�³KH�´�
UHJDUGOHVV�RI�JHQGHU��)RU� VLPLODU� UHDVRQV��.��DOWHUHG�VRPH�RI� WKH�DFWXDO�GROODU� YDOXHV���DQG�RU�
SHUFHQWDJHV�LQ�WUDQVDFWLRQV�GHVFULEHG�E\�LQGLYLGXDO�VRXUFHV�RU�LQ�VRXUFH�GRFXPHQWV�EXW�PDLQWDLQHG�
WKH�UHOHYDQW�PRQHWDU\�UDWLRV�LQ�RUGHU�WR�SURYLGH�DQ�DFFXUDWH�VHQVH�RI�VFDOH��

x� ,Q�NHHSLQJ�ZLWK� WKH�$1$¶V�GLUHFWLYH��DW� WLPHV�.��GLG�QRW�SXUVXH�FHUWDLQ� OLQHV�RI� LQTXLU\�EHFDXVH�
GRLQJ�VR�ZRXOG�KDYH�UHTXLUHG�WKH�GLVFORVXUH�RI�FRUSRUDWH�RU� LQGLYLGXDO�QDPHV��)RU� LQVWDQFH��.��
FRXOG�QRW�DFFXUDWHO\�WUDFH�WKH�IORZ�RI�IXQGV�LQ�LQGLYLGXDO�FDVHV�IURP�D�PHGLD�VXSSOLHU�WR�DQ�DJHQF\�
WR�DQ�DGYHUWLVHU�ZLWKRXW� UHYHDOLQJ�QDPHV�DQG�� WKHUHIRUH��GHFOLQHG� WR�GR�VR�� ,QYHVWLJDWLYH�DQG�RU�
DXGLWLQJ�ZRUN�VXFK�DV�WKLV�ZDV�EH\RQG�WKH�VFRSH�RI�WKH�VWXG\��

 �

                                                           
���3OHDVH�QRWH�WKDW�ZKHQ�GROODU�YDOXHV�ZHUH�FKDQJHG��WKH\�ZHUH�RQO\�DGMXVWHG�GRZQZDUG��
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x� $W�DOO�WLPHV��.��PDLQWDLQHG�FRPSOHWH�FRQWURO�RI�HYHU\�DVSHFW�RI�WKH�IDFW�ILQGLQJ�SRUWLRQ�RI�WKH�VWXG\��
(ELTXLW\�VHUYHG�DV�DQ�LQGXVWU\�H[SHUW�DQG�NQRZOHGJHDEOH�UHVRXUFH�WR�.��EXW�GLG�QRW�SDUWLFLSDWH�LQ�
DQ\�RI�WKH�VRXUFH�LQWHUYLHZV��1RU�ZHUH�DQ\�(ELTXLW\�HPSOR\HHV�XVHG�DV�VRXUFHV��L�H���SURYLGHUV�RI�
IDFWXDO�LQIRUPDWLRQ���)XUWKHU��DV�GHVFULEHG�DERYH��(ELTXLW\�ZDV�DW�QR�WLPH�JLYHQ�DFFHVV�WR�DQ\�XQ�
UHGDFWHG�VRXUFH�GRFXPHQWV�RU�LQWHUYLHZ�QRWHV�WKDW�PLJKW�KDYH�FRQWDLQHG�WKH�QDPHV�RI�DQ\�VRXUFHV�
RU� UHOHYDQW� LQGLYLGXDOV� RU� FRUSRUDWH�HQWLWLHV��5DWKHU�� (ELTXLW\¶V� SULPDU\� UROH� LQ� WKH�VWXG\�ZDV� WR�
UHYLHZ�.�¶V�IDFWXDO� ILQGLQJV�DQG�XVH�WKHP�DV�D�SODWIRUP�WR�GHYHORS�SUDFWLFDO�VROXWLRQV�DQG�EHVW�
SUDFWLFHV�WR�VHUYH�DV�LQGXVWU\�VWDQGDUGV��

x� ,Q�VWUXFWXULQJ�WKLV�VWXG\��.��DWWHPSWHG�WR�FRQVWUXFW�D�OLVW�RI�NQRZOHGJHDEOH�LQGLYLGXDOV�UHSUHVHQWLQJ�
D�FURVV�VHFWLRQ�RI�WKH�PHGLD�EX\LQJ�HFRV\VWHP��.��DVVHPEOHG�WKLV�OLVW�XVLQJ�WKH�IROORZLQJ�VRXUFHV��

o� ,QGLYLGXDOV�NQRZQ�WR�(ELTXLW\�DQG�RU�WKH�$1$��
o� ,QGLYLGXDOV�NQRZQ�WR�.���
o� ,QGLYLGXDOV�LGHQWLILHG�WKURXJK�LQGHSHQGHQW�UHVHDUFK�FRQGXFWHG�E\�.���
o� ,QGLYLGXDOV�UHFRPPHQGHG�WR�.��E\�RWKHU�VRXUFHV��
o� ,QGLYLGXDOV�ZKR�UHVSRQGHG�WR�D�FRQILGHQWLDO�����QXPEHU�DQG�RU�H�PDLO�DGGUHVV�HVWDEOLVKHG�

DQG�PDLQWDLQHG�E\�.�����DQG�
o� ,QGLYLGXDOV�UHFRPPHQGHG�E\�WKH�$PHULFDQ�$VVRFLDWLRQ�RI�$GYHUWLVLQJ�$JHQFLHV��³�$¶V´���

x� 2YHU�WKH�FRXUVH�RI�WKH�VWXG\��.��UHTXHVWHG�LQWHUYLHZV�ZLWK�����VRXUFHV�DQG�XOWLPDWHO\�FRQGXFWHG�
����LQWHUYLHZV�ZLWK�����LQGLYLGXDO�VRXUFHV����7KH�VRXUFHV�EUHDN�GRZQ�LQWR�WKH�IROORZLQJ�FDWHJRULHV��

o� ���DGYHUWLVHUV����
o� ���PHGLD�VXSSOLHUV�DQG�DG�WHFK�YHQGRUV��
o� ���DJHQF\�SURIHVVLRQDOV��ERWK�FXUUHQW�DQG�IRUPHU��LQFOXGLQJ�UHSUHVHQWDWLYHV�RI�DOO�$JHQF\�

+ROGLQJ�&RPSDQLHV��
o� ���WUDGH�DVVRFLDWLRQ�UHSUHVHQWDWLYHV��DQG�
o� ��� RWKHU� LQGLYLGXDOV� �FRQVXOWDQWV�� LQGXVWU\� OHJDO� FRXQVHO�� LQGHSHQGHQW� EDUWHU� FRPSDQ\�

HPSOR\HHV��SRVW�SURGXFWLRQ�SURIHVVLRQDOV��

2I�WKHVH�����VRXUFHV������ZHUH�IRFXVHG�RQ�WKH�8�6��PDUNHW��ZKLOH�WKH�UHVW�GLG�EXVLQHVV�SULPDULO\�
LQ�IRUHLJQ�PDUNHWV��2I�WKRVH�����VRXUFHV������KDG�SURIHVVLRQDO�EDFNJURXQGV�WKDW�SURYLGHG�WKHP�
ZLWK�GLUHFW�NQRZOHGJH�RI�WKH�PHGLD�EX\LQJ�SURFHVV��L�H���DGYHUWLVHUV��PHGLD�VXSSOLHUV�DQG�DG�WHFK�
YHQGRUV��DJHQF\�HPSOR\HHV��DQG�PHGLD�FRQVXOWDQWV����

6RPH�VRXUFHV�RIIHUHG�SHUVSHFWLYHV�LQ�PRUH�WKDQ�RQH�FDWHJRU\��H�J���DQ�DGYHUWLVHU�ZKR�SUHYLRXVO\�
ZRUNHG�DW�DQ�DJHQF\���KRZHYHU��VXFK�VRXUFHV�ZHUH�FRXQWHG�RQO\�RQFH�LQ�WKH�WDOO\�DERYH�DQG�ZHUH�
LQFOXGHG�LQ�WKH�FDWHJRU\�LQ�ZKLFK�WKH\�RIIHUHG�WKH�PRVW�UHOHYDQW�LQIRUPDWLRQ���

                                                           
���,Q�D�VWDWHPHQW�GDWHG�-DQXDU\�����������WKH�$1$�FDOOHG�XSRQ�³LQGXVWU\�H[HFXWLYHV�ZLWK�UHOHYDQW�LQVLJKWV�WR�FRQILGHQWLDOO\�FRPH�
IRUZDUG�DQG�YROXQWHHU�WKHLU�SHUVSHFWLYHV�´�7KH�SUHVV�UHOHDVH�SURPLVHG�ERWK�FRQILGHQWLDOLW\�DQG�DQRQ\PLW\�DQG�LQFOXGHG�D�WHOHSKRQH�
QXPEHU����������������DQG�DQ�H�PDLO�DGGUHVV��PHGLDWUDQVSDUHQF\#N�LQWHOOLJHQFH�FRP���%RWK�UHPDLQ�DFWLYH�DW�WKH�WLPH�RI�WKLV�
ZULWLQJ��³$1$�&DOOV�2XW��$¶V�)RU�5HOHDVLQJ�0HGLD�7UDQVSDUHQF\�*XLGHOLQHV�,W�'HHPV�µ3UHPDWXUH�¶´�7KH'UXP��-DQXDU\�����������
6HH��KWWS���ZZZ�WKHGUXP�FRP�QHZV������������DQD�FDOOV�RXW��D�V�UHOHDVLQJ�PHGLD�WUDQVSDUHQF\�JXLGHOLQHV�LW�GHHPV�SUHPDWXUH��
���6RPH�LQWHUYLHZV�LQFOXGHG�PRUH�WKDQ�RQH�VRXUFH��DQG�WHQ�VRXUFHV�ZHUH�LQWHUYLHZHG�PRUH�WKDQ�RQFH��
���.��LQWHUYLHZHG�DGYHUWLVHUV�IURP�D�UDQJH�RI�LQGXVWULHV��VXFK�DV�ILQDQFLDO�VHUYLFHV��IRRG�EHYHUDJH��SKDUPDFHXWLFDO��SHUVRQDO�FDUH��
FORWKLQJ��DQG�WHOHFRPPXQLFDWLRQV��

mailto:mediatransparency@k2intelligence.com
http://www.thedrum.com/news/2016/01/29/ana-calls-out-4a-s-releasing-media-transparency-guidelines-it-deems-premature
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x� 2I�WKH�����LQGLYLGXDOV�ZKR�ZHUH�QRW�LQWHUYLHZHG�E\�.������GHFOLQHG�.�¶V�LQWHUYLHZ�UHTXHVW�DQG����
GLG� QRW� UHVSRQG� WR� SKRQH� PHVVDJHV�� H�PDLOV�� RU� ERWK�� )LYH� RI� WKH� VL[� PDMRU� DJHQF\� KROGLQJ�
FRPSDQLHV�DQG�WKHLU�DIILOLDWHG�FRPSDQLHV�GHFOLQHG�IRUPDO�UHTXHVWV�WR�PDNH�DQ\�RI�WKHLU�H[HFXWLYHV�
DYDLODEOH�WR�EH�LQWHUYLHZHG��

x� 6RXUFH�LQWHUYLHZV�ZHUH�FRQGXFWHG�E\�WHDPV�FRQVLVWLQJ�RI�WZR�.��SURIHVVLRQDOV��DOO�ZLWK�H[WHQVLYH�
H[SHULHQFH�FRQGXFWLQJ�LQWHUYLHZV�DQG�DVVHVVLQJ� WKH�FUHGLELOLW\�RI�VRXUFHV��7KH�PDMRULW\�RI�WKHVH�
LQWHUYLHZV�ZHUH�FRQGXFWHG�LQ�SHUVRQ��ZKLOH�RWKHUV�ZHUH�GRQH�WHOHSKRQLFDOO\�RU�E\�YLGHRFRQIHUHQFH��
GHSHQGLQJ�XSRQ�WKH�VRXUFH¶V�DYDLODELOLW\��,Q�SHUVRQ�LQWHUYLHZV�WRRN�SODFH�LQ�HLWKHU�.�¶V�RIILFHV��DW�
WKH�VRXUFH¶V�SODFH�RI�EXVLQHVV��RU�DW�D�QHXWUDO�ORFDWLRQ��H�J���UHVWDXUDQW��FRIIHH�VKRS���GHSHQGLQJ�
XSRQ�WKH�VRXUFH¶V�DYDLODELOLW\�DQG�SUHIHUHQFH��)ROORZLQJ�HDFK�LQWHUYLHZ��D�GHWDLOHG�PHPRUDQGXP�
ZDV�GUDIWHG�LQ�RUGHU�WR�PHPRULDOL]H�WKH�FRQWHQW�RI�WKH�LQWHUYLHZ��

x� )RU�HDFK�VRXUFH��.��XQGHUWRRN�D�VHULHV�RI�VWHSV�GHVLJQHG�WR�HQVXUH�WKH�FUHGLELOLW\�DQG�DFFXUDF\�RI�
WKH�LQIRUPDWLRQ�WKH\�SURYLGHG��7KRVH�VWHSV�LQFOXGHG��EXW�ZHUH�QRW�OLPLWHG�WR��WKH�IROORZLQJ��

o� 7DUJHWHG�SXEOLF�UHFRUGV�DQG�RSHQ�VRXUFH�UHVHDUFK�SULRU�WR�HDFK�LQWHUYLHZ�LQ�RUGHU�WR�EHWWHU�
XQGHUVWDQG�WKH�VRXUFH¶V�SHUVRQDO�DQG�SURIHVVLRQDO�KLVWRU\��EDVLV�RI�NQRZOHGJH��DQG�DQ\�
SRVVLEOH�ELDV�DQG�RU�PRWLYDWLRQ��

o� $QDO\VLV�RI�WKH�LQWHUQDO�FRQVLVWHQF\�DQG�OHYHO�RI�GHWDLO�RI�WKH�VRXUFH�DFFRXQW��

o� $QDO\VLV�RI�ZKHWKHU�WKH�VRXUFH�DFFRXQW�ZDV�FRQVLVWHQW�RU�LQFRQVLVWHQW�ZLWK�WKH�DFFRXQWV�
SURYLGHG�E\�RWKHU��LQGHSHQGHQW�VRXUFHV��

o� $QDO\VLV�RI�ZKHWKHU� WKH�VRXUFH�DFFRXQW�ZDV�FRQVLVWHQW�RU� LQFRQVLVWHQW�ZLWK� LQIRUPDWLRQ�
FRQWDLQHG�LQ�SXEOLF�UHFRUG�VRXUFHV��

o� $QDO\VLV� RI� ZKHWKHU� WKH� VRXUFH� DFFRXQW� ZDV� FRUURERUDWHG� E\� GRFXPHQWDU\� HYLGHQFH�
SURYLGHG�E\�WKDW�RU�DQRWKHU�VRXUFH��DQG�

o� )ROORZ�XS�LQWHUYLHZV�WR�FODULI\�NH\�SRLQWV��

x� $W�QR�WLPH�GXULQJ�WKH�VWXG\�GLG�WKH�$1$�SODFH�DQ\�VXEVWDQWLYH�UHVWULFWLRQV�RQ�.�¶V�IDFW�ILQGLQJ��$W�
DOO�WLPHV��.��PDLQWDLQHG�FRPSOHWH�DXWKRULW\�RYHU�WKH�PHWKRGRORJLHV�XWLOL]HG�E\�WKH�VWXG\�WHDP��DV�
ZHOO�DV�IXOO�HGLWRULDO�FRQWURO�RI�WKLV�UHSRUW��

�
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� )LQGLQJV�

�����7KHUH�,V�$�)XQGDPHQWDO�'LVFRQQHFW�,Q�7KH�,QGXVWU\�5HJDUGLQJ�7KH�
%DVLF�1DWXUH�2I�7KH�$GYHUWLVHU�$JHQF\�5HODWLRQVKLS�

'XULQJ�WKH�FRXUVH�RI�WKLV�VWXG\��.��LQWHUYLHZHG����DGYHUWLVHUV�DQG����FXUUHQW�DQG�IRUPHU�DJHQF\�HPSOR\HHV�
UHJDUGLQJ� WKHLU� SHUFHSWLRQV� RI� WKH� EDVLF� QDWXUH� RI� WKH� DGYHUWLVHU�DJHQF\� UHODWLRQVKLS�� 1HLWKHU� DJHQF\�
SURIHVVLRQDOV�QRU�DGYHUWLVHUV�LQ�.�¶V�VDPSOH�H[SUHVVHG�D�XQLIRUP�RSLQLRQ�DV�WR�KRZ�WKHLU�UHODWLRQVKLS�VKRXOG�
EH�GHILQHG��RU�KRZ�LW�DFWXDOO\�RSHUDWHV��5DWKHU��WKHUH�LV�VXEVWDQWLDO�GLVDJUHHPHQW�ERWK�ZLWKLQ�DQG�EHWZHHQ�
WKHVH�JURXSV�DERXW�ZKHWKHU�DQG�ZKHQ�DJHQFLHV�DUH�REOLJDWHG�WR�DFW�LQ�WKH�EHVW�LQWHUHVW�RI�WKHLU�FOLHQWV��L�H���
DV�WKHLU�ILGXFLDULHV���

�������$GYHUWLVHU�3HUVSHFWLYH�
$�VXEVWDQWLDO�PDMRULW\�RI�DGYHUWLVHUV�FRQYH\HG�WR�.��D�EHOLHI�WKDW�WKHLU�DJHQFLHV�DUH��LQ�IDFW��WKHLU�DJHQWV�
DQG��DV�VXFK��GXW\�ERXQG�WR�DFW�LQ�WKHLU�EHVW�LQWHUHVW��0DQ\�DGYHUWLVHUV�DOVR�H[SUHVVHG�D�EHOLHI�WKDW�WKLV�
REOLJDWLRQ�±�HVVHQWLDOO\��LQ�WKHLU�YLHZ��D�ILGXFLDU\�GXW\�±�H[WHQGV�EH\RQG�WKH�H[SOLFLW�WHUPV�LQ�WKHLU�DJHQF\�
FRQWUDFWV�� 2QH� VHQLRU� H[HFXWLYH� ZKR� KHDGV� JOREDO� GLJLWDO� PDUNHWLQJ� DW� D� JOREDO� DGYHUWLVHU� VWDWHG���
³6SLULWXDOO\��P\�DJHQF\�LV�PHDQW�WR�EH�ZRUNLQJ�RQ�RXU�EHKDOI��%\�WKDW��ZH�PHDQ�REOLJDWHG�WR�DFW�LQ�RXU�EHVW�
LQWHUHVW��0\�DJHQF\�KDV�WR�EH�P\�DJHQW�´�$�PHGLD�PDQDJHU�DW�DQRWKHU�JOREDO�DGYHUWLVHU�DGGHG���³,�GRQ¶W�
KDYH�WKH�PDQ�KRXUV�WR�ORRN�DW�HYHU\�VLQJOH�LWHP�>RQ�P\�DJHQF\¶V�SRVW�FDPSDLJQ�UHSRUWV@��,�KDYH�WR�WUXVW�
WKDW�WKH�DJHQF\�LV�GRLQJ�WKH�EHVW�WKLQJ�RQ�P\�EHKDOI�´�$QRWKHU�VHQLRU�PHGLD�H[HFXWLYH�WROG�.���³7KHLU�ELJJHVW�
UROH�LV�DV�PHGLD�VSHFLDOLVWV�ZKR�KHOS�XV�ILQG�ZKHUH�RXU�WDUJHW�DXGLHQFHV�DUH�DQG�KRZ�ZH�FDQ�UHDFK�WKHP��
DQG�WKHQ�QHJRWLDWH�RQ�RXU�EHKDOI�WR�JHW�XV�WKH�EHVW�SRVVLEOH�SULFHV�>IRU�PHGLD@�DQG�GR�ZKDW¶V�ULJKW�IRU�>RXU�
FRPSDQ\@��>$JHQF\@���DFWV�DV�RXU�DJHQW��ZLWK�RXU�EHVW�LQWHUHVWV�DW�KHDUW�´�

1RW� RQO\� GLG�PDQ\�DGYHUWLVHUV� EHOLHYH� WKDW� DJHQFLHV�ZHUH� GXW\�ERXQG� WR� DFW� RQ� WKHLU� EHKDOI�� WKH\� DOVR�
EHOLHYHG�WKDW�WKH\�VKDUHG�D�WUXH�SDUWQHUVKLS�ZLWK�WKHLU�DJHQFLHV��$�VHQLRU�H[HFXWLYH�ZKR�PDQDJHV�DJHQF\�
UHODWLRQV�DW�D�JOREDO�DGYHUWLVHU�VWDWHG��³:H�DUH�SDUWQHUV��DQG�,�FDQ¶W�LPDJLQH�WKDW�ZH�ZRXOG�EH�SD\LQJ�DQ�
DJHQF\� WR� ZRUN� RQ� RXU� EUDQGV� DQG� WKHLU� LQWHUHVW� EH� RQ� VRPHWKLQJ� RWKHU� WKDQ� GHOLYHULQJ� DJDLQVW� RXU�
H[SHFWDWLRQV�´�7KH�KHDG�RI�PDUNHWLQJ�IRU�DQ�DGYHUWLVHU�IRFXVHG�LQ�WKH�1RUWK�$PHULFDQ�UHJLRQ�DGGHG��³2XU�
XQGHUVWDQGLQJ�LV�WKDW�ZH�KDYH�D�SDUWQHUVKLS��DQG�HYHU\ERG\�ZDQWV�WR�EH�JRRG�SDUWQHUV�´�

,Q�FRQWUDVW�WR�WKH�DERYH��D�VHQLRU�H[HFXWLYH�ZKR�OHG�WKH�LQWHJUDWLRQ�RI�DOO�EXVLQHVV�XQLWV�IRU�D�PDQXIDFWXULQJ�
DQG�SURFHVVLQJ�FRQJORPHUDWH�VWDWHG��³7KHUH�LV�QR�ILGXFLDU\�UHODWLRQVKLS��7KH\¶UH�VHOOLQJ�XV�VWXII��,Q�DOO�P\�
���SOXV�\HDUV��,�QHYHU�IHOW�WKDW��HYHU��,�DOZD\V�IHOW�OLNH�ZH�ZHUH�JHWWLQJ�VROG�VWXII�´�

 �

                                                           
���7KH�QDPH�RI�WKLV�DJHQF\�KDV�EHHQ�DQRQ\PL]HG��



 

 

  

���
�

�������$JHQF\�3HUVSHFWLYH�
,Q� -DQXDU\� ������ WKH� �$¶V� LVVXHG� ³7UDQVSDUHQF\� *XLGLQJ� 3ULQFLSOHV� RI� &RQGXFW´� ZKLFK� ³RXWOLQH�
UHFRPPHQGHG� EHKDYLRUV� WR� LQIRUP� FOLHQW� DQG� DJHQF\� DJUHHPHQWV�´ �� �:LWKLQ� WKLV� GRFXPHQW�� WKH� �$¶V�
SURYLGHG�WKDW��³7KH�GHIDXOW�SULQFLSOH� LQ�DOO�FOLHQW�DJHQF\�UHODWLRQVKLSV�ZKHUH�WKH�DJHQF\� LV�DJHQW�DQG�WKH�
FOLHQW�LV�SULQFLSDO�LV�IXOO�GLVFORVXUH�DQG�IXOO�WUDQVSDUHQF\�LQ�PHGLD�SODQQLQJ�DQG�EX\LQJ��XQOHVV�WKHUH�LV�DQ�
H[FHSWLRQ�WKDW�WKH�FOLHQW�KDV�DJUHHG�WR�LQ�DGYDQFH�DQG�LV�FRYHUHG�E\�D�VHSDUDWH�DJUHHPHQW��)XUWKHU��WKH�
FOLHQW�DJHQF\� DJUHHPHQW� VKRXOG� VSHFLI\� WKDW� WKH� FOLHQW� LV� WKH� SULQFLSDO� DQG� WKH� DJHQF\� LV� WKH� DJHQW�´���
1HYHUWKHOHVV�� GHVSLWH� WKLV� ³GHIDXOW� SULQFLSOH�´� WKH� �$¶V� DFNQRZOHGJHG� WKDW� DJHQFLHV� PD\� DOVR� DFW� DV�
SULQFLSDOV��³7KH�DJHQF\�VKRXOG�DOZD\V�HQVXUH�WKDW�WKH�FOLHQW�FOHDUO\�XQGHUVWDQGV�WKH�QDWXUH��LPSOLFDWLRQV�
DQG�EHQHILWV�RI�DQ\�RSW�LQ�SURGXFWV�DQG�VHUYLFHV�� LQFOXGLQJ�GLVFORVHG�DQG�QRQ�GLVFORVHG�PRGHOV��7KHVH�
VKRXOG�EH�GRFXPHQWHG�ZLWK�DQ�RSW�LQ�DJUHHPHQW��ZLWK�D�FOHDU�H[SODQDWLRQ�RI�DQ\�LPSOLFDWLRQV�IRU�DXGLW�ULJKWV��
DFFHVV�WR�WKH�DJHQF\
V�XQGHUO\LQJ�FRVWV�DQG�ZKHWKHU�WKH�DJHQF\�LV�DFWLQJ�IRU�WKH�FOLHQW�DV�LWV�DJHQW�RU�DV�
>D@�SULQFLSDO�´���

$V�QRWHG�DERYH��.��LQWHUYLHZHG�D�QXPEHU�RI�FXUUHQW�DQG�IRUPHU�PHPEHUV�RI�WKH�DJHQF\�FRPPXQLW\�GXULQJ�
WKH�FRXUVH�RI�WKLV�VWXG\��6RPH�DJHQF\�H[HFXWLYHV�PDGH�FOHDU�WKDW�WKH\�EHOLHYHG�WKH\�RZHG�QRW�RQO\�D�OHJDO��
EXW�DQ�HWKLFDO��GXW\�WR�WKHLU�FOLHQWV�WR�DFW�LQ�WKHLU�EHVW�LQWHUHVWV��KRZHYHU��PDQ\�RWKHU�DJHQF\�H[HFXWLYHV�
H[SUHVVHG�D�GLIIHUHQW�YLHZ�RI�WKH�DGYHUWLVHU�DJHQF\�UHODWLRQVKLS��

$� IRUPHU�VHQLRU�H[HFXWLYH�DW�DQ�$JHQF\�+ROGLQJ�&RPSDQ\� WROG�.��� ³,� UHDOO\�EHOLHYH� WKH�DJHQF\� LV�GXW\�
ERXQG�WR�GR�WKH�EHVW�ZH�SRVVLEO\�FDQ�IRU�RXU�FOLHQWV��EH\RQG�ZKDW�WKH�ZRUGV�RI�WKH�FRQWUDFW�VD\��/LNH�DQ\�
RWKHU�UHODWLRQVKLS��RU�HYHQ�PDUULDJH��\RX�ZDQW�LW�WR�EH�D�PXWXDO�SDUWQHUVKLS��WKH�DJHQF\�ORRNV�DIWHU�WKH�FOLHQW�
WR�WKH�EHVW�RI� LWV�DELOLWLHV�DQG�FDSDELOLWLHV��$W� WKH�VDPH�WLPH��\RX�ZDQW� WKH�FOLHQW� WR�EH�VXSSRUWLYH�RI� WKH�
DJHQF\�DV�PXFK�DV�LW�FDQ�EH�´�$QRWKHU�IRUPHU�VHQLRU�H[HFXWLYH�DW�DQ�$JHQF\�+ROGLQJ�&RPSDQ\�LQIRUPHG�
.��WKDW�WKH�FXOWXUH�DW�KLV�DJHQF\�ZDV�YHU\�³ROG�VFKRRO´�LQ�WKDW�³ZH�RQO\�DFW�RQ�WKH�DGYLFH�DQG�FRXQVHO�RI�RXU�
FOLHQWV�±�LW¶V�WKHLU�EHVW�LQWHUHVWV�WKDW�ZH�KDYH�LQ�PLQG�FRPSOHWHO\�´�

7KHVH�VHQWLPHQWV�ZHUH�QRW�OLPLWHG�WR�H[HFXWLYHV�DW�WKH�KROGLQJ�FRPSDQ\�OHYHO��$�QXPEHU�RI�HPSOR\HHV�DW�
DJHQFLHV�DIILOLDWHG�ZLWK�$JHQF\�+ROGLQJ�&RPSDQLHV�DOVR�H[SUHVVHG�WR�.��WKDW�WKHLU�GXW\�ZDV�WR�DFW�LQ�WKHLU�
FOLHQWV¶�EHVW�LQWHUHVWV��7KH�IRUPHU�&(2�RI�D�PHGLD�DJHQF\�VWDWHG��³,I�\RX�GRQ¶W�FRQVLVWHQWO\�GHPRQVWUDWH�
\RX¶UH�DFWLQJ�LQ�WKH�FOLHQW¶V�EHVW�LQWHUHVWV��LW¶V�DOPRVW�D�IRUHJRQH�FRQFOXVLRQ�WKDW�\RX�ZLOO�ORVH�WKDW�FOLHQW�´�
6LPLODUO\��D�PHGLD�H[HFXWLYH�DW�DQRWKHU�DJHQF\�DVVHUWHG�WKDW�KLV�ILUP�ZDV�³JHQHUDOO\�DGYLVHG�WR�ZRUN�LQ�WKH�
EHVW�LQWHUHVWV�RI�FOLHQWV�´�+H�DGGHG�WKDW�KLV�DJHQF\�ZRXOG�³RIWHQ�JR�DERYH�DQG�EH\RQG�ZKDW�WKH�FRQWUDFW�
VWLSXODWHG´�LQ�VHUYLFH�RI�WKHLU�FOLHQWV��

0HPEHUV�RI�WKH�LQGHSHQGHQW�DGYHUWLVLQJ�FRPPXQLW\�SURYLGHG�VLPLODU�RSLQLRQV��$�FXUUHQW�&�OHYHO�H[HFXWLYH�
DW�DQ�LQGHSHQGHQW�DJHQF\�DVVHUWHG��³7KHUH¶V�D�PRUDO�UHVSRQVLELOLW\�RI�WUXVW�LQ�WKDW�FOLHQW�UHODWLRQVKLS��&OLHQWV�
QHHG�WR�NQRZ�DERXW�DQ\�FRQIOLFWV�RI�LQWHUHVW�\RX�KDYH��DQG�\RX�QHHG�WR�WHOO�WKHP�DERXW�LW��VR�WKH\�FDQ�PDNH�
DQ�LQIRUPHG�GHFLVLRQ��,�GRQ¶W�ZDQW�P\�FOLHQWV�HYHU�WR�WKLQN�,¶P�QRW�GRLQJ�VRPHWKLQJ�WKDW¶V�QRW�LQ�WKHLU�EHVW�
LQWHUHVWV��6R�LI�,¶YH�VHW�VRPHWKLQJ�XS�DV�D�VHSDUDWH�LQWHUHVW��,¶G�OLNH�WKHP�WR�EH�DZDUH�RI�LW�´�$QG��D�FXUUHQW�

                                                           
���³7KH��$¶V�,VVXHV�µ7UDQVSDUHQF\�*XLGLQJ�3ULQFLSOHV�RI�&RQGXFW�´�7KH��$¶V��-DQXDU\�����������6HH���
KWWS���ZZZ�DDDD�RUJ�QHZV�EXOOHWLQV�3DJHV�7KH�$V,VVXHV7UDQVSDUHQF\*XLGLQJ3ULQFLSOHVRI&RQGXFW�DVS[� �
���,ELG��
���,ELG��

http://www.aaaa.org/news/bulletins/Pages/The4AsIssuesTransparencyGuidingPrinciplesofConduct.aspx
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&(2�RI�D�VPDOOHU�LQGHSHQGHQW�DJHQF\�VWDWHG�WKDW�WKHUH�LV�DQ�³LPSOLFLW�DJUHHPHQW´�WKDW�KLV�DJHQF\�DFWV�LQ�
WKH�EHVW�LQWHUHVW�RI�KLV�FOLHQWV�UDWKHU�WKDQ�LW�EHLQJ�VSHOOHG�RXW�LQ�IRUPDO�FRQWUDFW�ODQJXDJH��

1RWDEO\�� PDQ\� RWKHU� PHPEHUV� RI� WKH� DJHQF\� FRPPXQLW\� LQWHUYLHZHG� E\� .�� GLVDJUHHG� ZLWK� WKH� YLHZV�
GHVFULEHG� DERYH�� $V� DQ� H[DPSOH�� WKH� FXUUHQW� &(2� RI� DQ� $JHQF\� +ROGLQJ� &RPSDQ\� GHVFULEHG� KLV�
XQGHUVWDQGLQJ�RI�DQ�DJHQF\¶V�PDLQ�UHVSRQVLELOLW\�WR�D�FOLHQW�DV�WR�³EH�FRQVLVWHQW�ZLWK�ZKDW�WKH\�ZDQW�IURP�
XV�DQG�RQ�D�WUDQVSDUHQW�EDVLV�´�+H�DOVR�VWDWHG�WKDW��³7KHUH¶V�QRWKLQJ�ZURQJ�ZLWK�VRPHWKLQJ�LI�WKH�FRQWUDFW�
DJUHHV�WR�LW�´��

2WKHU�DJHQF\�VRXUFHV�QRWHG�WKH�SRWHQWLDO�IRU�FRQIOLFW�LQKHUHQW�LQ�WU\LQJ�WR�VHUYH�WKH�LQWHUHVWV�RI�WKHLU�FOLHQWV�
DQG�VKDUHKROGHUV�RI�WKH�$JHQF\�+ROGLQJ�&RPSDQ\�DW�WKH�VDPH�WLPH��2QH�IRUPHU�VHQLRU�H[HFXWLYH�RI�DQ�
$JHQF\�+ROGLQJ�&RPSDQ\�VWDWHG�WKDW�WKH�REOLJDWLRQ�RI�DQ�DJHQF\�LV�WR�DFW�LQ�WKH�FOLHQW¶V�EHVW�LQWHUHVW��EXW�
WKDW�WKH�REOLJDWLRQ�RI�D�KROGLQJ�FRPSDQ\�LV�WR�DFW�LQ�WKH�EHVW�LQWHUHVW�RI�WKH�EXVLQHVV�RSHUDWLRQV�LW�RYHUVHHV��
$FFRUGLQJ�WR�WKLV�H[HFXWLYH��DJHQFLHV�KDYH�UHFHQWO\�EHFRPH�³PRUH�DQG�PRUH�EHKROGHQ´�WR�$JHQF\�+ROGLQJ�
&RPSDQ\� LQWHUHVWV� RYHU� FOLHQW� LQWHUHVWV�� $QRWKHU� IRUPHU�&�OHYHO� DJHQF\� H[HFXWLYH� UHSRUWHG� WKDW� EX\LQJ�
GHFLVLRQV� DW� KLV� IRUPHU� DJHQF\� ZHUH� LQFUHDVLQJO\�PDGH� DW� WKH� $JHQF\�*URXS� OHYHO� UDWKHU� WKDQ� E\� WKH�
LQGLYLGXDO� DJHQFLHV�� ,Q� KLV� RSLQLRQ�� WKLV� FHQWUDOL]DWLRQ� RI� GHFLVLRQ�PDNLQJ� SRZHU� WRRN� ³DXWKRULW\� DQG�
DXWRQRP\´� DZD\� IURP�SODQQLQJ� WHDPV�DQG�EX\HUV�� 7KLV� DOORZHG� WKH�$JHQF\�*URXS� WR� GLUHFW� EX\HUV� WR�
SXUFKDVH�IURP�VSHFLILF�PHGLD�VXSSOLHUV�WKDW�SURYLGHG�WKH�ODUJHVW�PDUJLQV��WKHUHE\�IRVWHULQJ�DQ�HQYLURQPHQW�
LQ�ZKLFK�EX\LQJ�GHFLVLRQV�ZHUH�³FRPSOHWHO\´�GULYHQ�E\�WKH�SRWHQWLDO�SURILW�IRU�WKH�$JHQF\�*URXS���

6LPLODUO\��WKH�IRUPHU�&(2�RI�DQ�$JHQF\�*URXS�VDLG�WKDW�WKH�LGHD�RI�DQ�DG�DJHQF\�VHUYLQJ�DV�DQ�DJHQW�LV�DQ�
³RXWGDWHG�FRQFHSW�´�+H�DGGHG�WKDW�DGYHUWLVHUV�ZDQW�³EUDQG�VXFFHVV�DQG�JRRG�VHUYLFH�´�EXW�WKHQ�WKH\�³VHQG�
LQ�SURFXUHPHQW�WR�KDFN�DZD\�DW�&30V�DQG�SULFLQJ�´�ZKLFK�KH�VDLG�IRVWHUV�³PLVDOLJQHG�LQFHQWLYHV�´�

,Q�VXP��EDVHG�XSRQ�GR]HQV�RI�LQWHUYLHZV�RI�FXUUHQW�DQG�IRUPHU�DJHQF\�SHUVRQQHO��DV�ZHOO�DV�GR]HQV�RI�
DGYHUWLVHUV��LW�LV�FOHDU�WKDW�WKHUH�LV�D�IXQGDPHQWDO�GLVFRQQHFW�LQ�WKH�LQGXVWU\�UHJDUGLQJ�WKH�EDVLF�QDWXUH�RI�
WKH�DGYHUWLVHU�DJHQF\�UHODWLRQVKLS��1HLWKHU�DJHQFLHV�QRU�DGYHUWLVHUV�KDYH�D�XQLIRUP�RSLQLRQ�DV�WR�KRZ�WKHLU�
UHODWLRQVKLS�VKRXOG�EH�GHILQHG�RU�KRZ�LW�DFWXDOO\�RSHUDWHV��UDWKHU��WKHUH�LV�VXEVWDQWLDO�GLVDJUHHPHQW�ERWK�
EHWZHHQ�DQG�ZLWKLQ�WKHVH�JURXSV���

�������&RQWUDFWXDO�/DQJXDJH�5HJDUGLQJ�$GYHUWLVHU�$JHQF\�5HODWLRQVKLS��
.�� LQWHUYLHZHG�PRUH� WKDQ� ��� VRXUFHV� DERXW� WKHLU� H[SHULHQFH�ZLWK� FRQWUDFWXDO� SURYLVLRQV� UHJDUGLQJ� WKH�
DGYHUWLVHU�DJHQF\� UHODWLRQVKLS� DQG� DFWXDOO\� H[DPLQHG� VHYHUDO� UHOHYDQW� H[FHUSWV� IURP�DGYHUWLVHU�DJHQF\�
FRQWUDFWV��,Q�SUDFWLFH��LW�DSSHDUV�WKDW�PDQ\�DGYHUWLVHU�DJHQF\�FRQWUDFWV�DOORZ�IRU�WKH�DJHQF\�WR�DFW�DV�ERWK�
DJHQW� DQG� SULQFLSDO�� GHSHQGLQJ� XSRQ� WKH� VLWXDWLRQ�� )RUPHU� DJHQF\� H[HFXWLYHV�� DGYHUWLVHUV�� DQG�PHGLD�
FRQVXOWDQWV�UHSRUWHG�WKDW�LW�LV�FRPPRQ�SUDFWLFH�LQ�WKH�8�6��IRU�DJHQFLHV�WR�LQFOXGH�FDYHDWV�ZLWKLQ�FRQWUDFWV��
RU�DVN�FOLHQWV�WR�VLJQ�DGGHQGXPV�WR�H[LVWLQJ�PDVWHU�VHUYLFH�DJUHHPHQWV��WKDW�SHUPLW�DJHQFLHV�WR�FKDQJH�
WKHLU�SRVWXUH�IURP�DJHQW�WR�SULQFLSDO�IRU�VSHFLILF�SURGXFWV�RU�VHUYLFHV�ZLWK�QRQ�GLVFORVHG�PRGHOV��L�H���WKH�
FRVW�RI�WKH�RULJLQDO�PHGLD�LV�QRW�GLVFORVHG���LQFOXGLQJ�SURJUDPPDWLF�PHGLD�EX\LQJ��

2QH�IRUPHU�$JHQF\�*URXS�H[HFXWLYH�WROG�.��WKDW�DJHQF\�DGGHQGXPV�WR�FOLHQW�FRQWUDFWV�SHUPLWWHG�SUDFWLFHV�
WKDW��LQ�KLV�RSLQLRQ��PRVW�FOLHQWV�GLG�QRW�DQWLFLSDWH��6XFK�SUDFWLFHV�LQFOXGHG�FKDUJLQJ�QRQ�GLVFORVHG�PDUNXSV�
RQ�WHFK�IHHV�IURP�SURJUDPPDWLF�SDUWQHUV�DQG�RU�GLUHFWLQJ�FOLHQW�VSHQGLQJ�WR�HQWLWLHV�LQ�ZKLFK�WKH�$JHQF\�
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+ROGLQJ�&RPSDQ\�LV�LQYHVWHG��6LPLODUO\��D�IRUPHU�FKLHI�PDUNHWLQJ�RIILFHU�DW�D�JOREDO�DGYHUWLVHU�UHSRUWHG�WKDW�
KH�VLJQHG�D�FRQWUDFW�DGGHQGXP�WR�DQ�06$�WKDW�SHUPLWWHG�KLV�DJHQF\�WR�HQJDJH�LQ�QRQ�GLVFORVHG�EX\LQJ��
7KH�VRXUFH�LQGLFDWHG�WKDW�KH�DJUHHG�WR�WKH�DGGHQGXP�ZLWK�D�VHQVH�RI�XQHDVH�RYHU�WKH�ODFN�RI�WUDQVSDUHQF\�
ZLWK�UHJDUG�WR�XQGHUO\LQJ�PHGLD�FRVWV��EXW�WKDW�KH�GLG�VR�EHFDXVH�WKH�DGGHQGXP�SURPLVHG�±�DQG�GHOLYHUHG�
±�ORZHU�UDWHV�IRU�PHGLD����

.�� H[DPLQHG� DQ� DGYHUWLVHU�DJHQF\� DJUHHPHQW�� LQYROYLQJ� DQRWKHU� JOREDO� DGYHUWLVHU�� ZKLFK� FRQWDLQHG� D�
FODXVH�VHFXULQJ�WKH�DJHQF\¶V�ULJKW�WR�EX\�PHGLD�IURP�DIILOLDWHG�HQWLWLHV��LQFOXGLQJ�D�EDUWHU�GLYLVLRQ�DQG�DQ�
$7'��$FFRUGLQJ�WR�D�VHFWLRQ�RI�WKH�DJUHHPHQW�RQ�³LQYHQWRU\�PHGLD�VHUYLFHV�´�WKHVH�HQWLWLHV�SXUFKDVH�DQG�
VHOO�PHGLD�DIWHU�DGGLQJ�D�PDUNXS��³HVVHQWLDOO\�DFWLQJ�DV�DQ\�RWKHU�VXSSOLHU´�ZLWK�ZKRP�WKH�$25�QHJRWLDWHV�
RQ�WKH�FOLHQW¶V�EHKDOI��7KH�DGYHUWLVHU¶V�8�6��PHGLD�PDQDJHU�WROG�.��WKDW�KH�ZDV�FRQFHUQHG�WKDW�WKH�FRQWUDFW�
LPSRVHG� IHZ� FRQVWUDLQWV� RQ� WKH� DJHQF\¶V� FDSDFLW\� WR� DFW� DV� D� SULQFLSDO��+H� LQGLFDWHG� WKDW� KH�KRSHV� WR�
DGGUHVV�WKLV�LVVXH�ZKHQ�WKH�DJUHHPHQW�LV�QH[W�XQGHU�UHYLHZ���

.��UHYLHZHG�H[FHUSWV�IURP�WZR�DGGLWLRQDO�DGYHUWLVHU�DJHQF\�FRQWUDFWV��ERWK�JOREDO�EXW�FRYHULQJ�8�6��PHGLD�
VSHQGLQJ��ZKLFK�UHIHU�WR�³LQYHQWRU\�PHGLD�´�$FFRUGLQJ�WR�WKH�PHGLD�FRQVXOWDQW�ZKR�SURYLGHG�WKHVH�H[FHUSWV�
WR� .��� WKH� WHUP� ³LQYHQWRU\� PHGLD´� JHQHUDOO\� UHIHUV� WR� DGYHUWLVLQJ� SODFHPHQWV� WKDW� DQ� $JHQF\� +ROGLQJ�
&RPSDQ\�EX\V�RQ�LWV�RZQ�DFFRXQW��PRVW�OLNHO\�DW�KHDYLO\�GLVFRXQWHG�UDWHV�E\�YLUWXH�RI�LWV�SXUFKDVLQJ�SRZHU�
ZLWK�PHGLD�VXSSOLHUV��,Q�ERWK�FRQWUDFW�H[FHUSWV����WZR�DJHQFLHV�IURP�VHSDUDWH�$JHQF\�+ROGLQJ�&RPSDQLHV�
VWDWH�WKDW�WKHLU�SULFHV�DUH�JXDUDQWHHG�RQO\�LI�WKH�FOLHQW�DJUHHV�WR�WHUPV�DQG�FRQGLWLRQV�WKDW�LQFOXGH�DOORZLQJ�
WKH�DJHQFLHV�WR�DFTXLUH�LQYHQWRU\�PHGLD�³ZLWKRXW�SXUFKDVH�DXWKRUL]DWLRQ´�IURP�WKH�FOLHQW��7KH�FRQVXOWDQW�
XQGHUVWRRG� WKLV� WR�PHDQ� WKDW� WKH�DJHQFLHV�ZRXOG�QRW�EH� UHTXLUHG� WR� LQIRUP� WKHLU�FOLHQWV�ZKHQHYHU� WKH\�
DGGHG�³LQYHQWRU\�PHGLD´�WR�D�PHGLD�SODQ��³,W�FRXOG�JLYH�DQ�DJHQF\�OLFHQVH�WR�ORDG�XS�PHGLD�SODQV�ZLWK�WKLV�
LQYHQWRU\�ZLWKRXW�KDYLQJ�WR�DFFRXQW�IRU�LWV�SURYHQDQFH�´�KH�VDLG��

�����.�� )RXQG� 6XEVWDQWLDO� (YLGHQFH� RI� 1RQ�7UDQVSDUHQW� %XVLQHVV�
3UDFWLFHV�LQ�WKH�8�6��0DUNHW�LQ�WKH�)RUP�RI�5HEDWHV�

�������2YHUYLHZ�
'XULQJ�WKH�FRXUVH�RI�WKLV�VWXG\��.��LQWHUYLHZHG�QXPHURXV�VRXUFHV�ZKR�UHSRUWHG�WKDW�DJHQFLHV�DQG�$JHQF\�
+ROGLQJ� &RPSDQLHV� DUH� UHFHLYLQJ� UHEDWHV� IURP�PHGLD� VXSSOLHUV� LQ� WKH� 8�6�� PDUNHW�� .�� DOVR� REWDLQHG�
VLJQLILFDQW� GRFXPHQWDU\� HYLGHQFH� WKDW� FRUURERUDWHG� PDQ\� RI� WKHVH� VRXUFH� DFFRXQWV�� )RUW\�RQH� �����
LQGLYLGXDOV� LQWHUYLHZHG� E\� .�� UHSRUWHG� WKDW� WKH\� KDG� ILUVWKDQG� NQRZOHGJH� RI� VXFK� GHDOV�� 2I� WKRVH� ���
VRXUFHV�����UHSRUWHG�LQGLFLD�WKDW�WKH�UHEDWHV�ZHUH�QRW�GLVFORVHG�WR�DGYHUWLVHUV��ZHUH�QRW�SDVVHG�WKURXJK�WR�
DGYHUWLVHUV��DQG�RU�ZHUH�GHPDQGHG�E\�DJHQFLHV��7ZHQW\�WKUHH������RI� WKHVH�LQGLYLGXDOV�KDG�H[SHULHQFH�
ZRUNLQJ�DW�DG� WHFK� ILUPV�RU�PHGLD�VXSSOLHUV�� DQG����KDG�H[SHULHQFH�DW�PHGLD�DJHQFLHV����.�� LGHQWLILHG�
                                                           
���2WKHU�DGYHUWLVHUV�WROG�.��WKDW�WKH\�SXW�FODXVHV�LQ�WKHLU�FOLHQW�DJHQF\�FRQWUDFWV�IRUELGGLQJ�WKHLU�DJHQFLHV�IURP�HQJDJLQJ�LQ�DQ\�IRUP�
RI�QRQ�GLVFORVHG�SURJUDPPDWLF�PHGLD�EX\LQJ�EHFDXVH�WKH\�ZHUH�QRW�ZLOOLQJ�WR�WUDGH�FKHDSHU�SULFHV�IRU�WUDQVSDUHQF\��
���.��XQGHUVWDQGV�WKH�DJHQFLHV�LQ�WKHVH�DJUHHPHQWV�DUH�SRVLWLRQHG�DV�DJHQWV�EXW�DFW�DV�SULQFLSDOV�LQ�VRPH�GLJLWDO�PHGLD�EX\LQJ�
DUUDQJHPHQWV��
���3OHDVH�QRWH�WKDW�RI�WKH����LQGLYLGXDOV�LQWHUYLHZHG�ZKR�UHSRUWHG�H[SHULHQFHV�ZLWK�UHEDWHV��VRPH�RI�WKHP�KDG�H[SHULHQFH�LQ�PRUH�
WKDQ�RQH�DUHD�RI�WKH�HFRV\VWHP��H�J���D�VRXUFH�ZKR�ZRUNHG�IRU�ERWK�DQ�DJHQF\�DQG�D�PHGLD�RZQHU���7KHVH�VRXUFHV�ZHUH�FRXQWHG�
IRU�HDFK�RI�WKH�FDWHJRULHV�IRU�ZKLFK�WKH\�SURYLGHG�UHOHYDQW�LQIRUPDWLRQ���
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HYLGHQFH�RI�VHYHUDO�PHWKRGV�E\�ZKLFK�WKHVH�UHEDWH�GHDOV�DUH�VWUXFWXUHG��DOO�RI�ZKLFK�DUH�GHVFULEHG�EHORZ���

)RU�SXUSRVHV�RI�WKLV�VWXG\��WKH�WHUP�³UHEDWH´�EURDGO\�UHIHUV�WR�D�EHQHILW�WKDW�D�PHGLD�VXSSOLHU�SURYLGHV�WR�D�
PHGLD�DJHQF\��RU�DQ�HQWLW\�ZLWKLQ�DQ�$JHQF\�+ROGLQJ�&RPSDQ\��UHSUHVHQWLQJ�D�SRUWLRQ�RI�WKH�DPRXQW�WKDW�
DQ�DJHQF\��RU�DQ�HQWLW\�ZLWKLQ�DQ�$JHQF\�+ROGLQJ�&RPSDQ\��VSHQGV�RQ�PHGLD�SXUFKDVHV�ZLWK�WKDW�PHGLD�
VXSSOLHU��%HQHILWV�FDQ�LQFOXGH�FDVK��IUHH�PHGLD�LQYHQWRU\��GHEW�IRUJLYHQHVV��HTXLW\�RU�FRQWLQJHQW�HTXLW\����
DQG�RU�RWKHU�IRUPV�RI�QRQ�FDVK�EHQHILWV��,Q�FHUWDLQ�LQVWDQFHV��H[DPSOHV�RI�ZKLFK�DUH�GLVFXVVHG�EHORZ��D�
UHEDWH�LV�SDLG�QRW�WR�WKH�$25�EXW�WR�DQ�DIILOLDWHG�HQWLW\�ZLWKLQ�WKH�VDPH�$JHQF\�+ROGLQJ�&RPSDQ\��7KLV�
GHILQLWLRQ�DOVR�GUDZV�D�GLVWLQFWLRQ�EHWZHHQ�D�UHEDWH�DQG�D�GLVFRXQW�LQ�WKDW�D�GLVFRXQW�LV�W\SLFDOO\�D�SULFH�
UHGXFWLRQ�DSSOLHG�WR�LQYHQWRU\�DW�WKH�SRLQW�RI�VDOH��ZKLOH�D�UHEDWH�LV�SDLG�UHWURVSHFWLYHO\��

�������5HEDWHV�LQ�&DVK�DQG�)UHH�0HGLD�
6XEMHFWV�ZKR�UHSRUWHG�ILUVWKDQG�H[SHULHQFH�ZLWK�UHEDWHV�LQGLFDWHG�WKDW�WKHVH�DJUHHPHQWV�LQFOXGHG�ILQDQFLDO�
LQFHQWLYHV�IRU�WKH�DJHQF\�LQ�WKH�IRUP�RI�FDVK�RU�IUHH�PHGLD���

�

'LDJUDP�$��)ORZ�RI�)XQGV�LQ�D�&DVK�5HEDWH�7UDQVDFWLRQ�

�

�

�

$PRQJ�WKH�VRXUFHV�ZKR�VWDWHG�WKDW�UHEDWHV�DUH�SURYLGHG�WR�DJHQFLHV�LQ�WKH�8�6��PDUNHW�ZDV�DQ�H[HFXWLYH�
DW�D�ODUJH�RQOLQH�PHGLD�VXSSOLHU�ZKR�GHVFULEHG�D�FDVK�UHEDWH�SURJUDP�FXUUHQWO\�LQ�RSHUDWLRQ�DW�KLV�FRPSDQ\��
$FFRUGLQJ� WR� WKH� H[HFXWLYH�� VHYHUDO� \HDUV� DJR� WKH� PHGLD� VXSSOLHU� SURDFWLYHO\� HVWDEOLVKHG� DQ� LQFHQWLYH�

                                                           
���&RQWLQJHQW�HTXLW\�UHIHUV�LQ�WKLV�LQVWDQFH�WR�VWRFN�RSWLRQV�RU�ZDUUDQWV��
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SURJUDP�GHVLJQHG�WR�HQFRXUDJH�DJHQFLHV�WR�GLUHFW�D�JUHDWHU�DPRXQW�RI�VSHQG�WRZDUG�D�FHUWDLQ�W\SH�RI�WKLV�
PHGLD�VXSSOLHU¶V�DG�VSDFH��7KH�PHGLD�WR�ZKLFK�WKLV�SURJUDP�DSSOLHV�LV�SXUFKDVHG�DW�D�SUH�QHJRWLDWHG�DQG�
IL[HG�FRVW��UDWKHU�WKDQ�RQ�D�SXEOLF�H[FKDQJH��7KH�LQFHQWLYH�SURJUDP��ZKLFK�LV�RSHQ�WR�LQGLYLGXDO�DJHQFLHV��
HVWDEOLVKHV�FHUWDLQ� WKUHVKROGV� IRU�ERWK�RYHUDOO�VSHQG�DQG�\HDU�RYHU�\HDU�JURZWK��DERYH�ZKLFK�DJHQFLHV�
UHFHLYH�D�FDVK�UHEDWH�DW�WKH�HQG�RI�WKH�\HDU��7KH�PHWULFV�UHTXLUHG�WR�WULJJHU�WKH�UHEDWH��DQG�WKH�SHUFHQWDJH�
RI�UHEDWHV�SURYLGHG��DUH�GHWHUPLQHG�RQ�DQ�DJHQF\�E\�DJHQF\�EDVLV��$FFRUGLQJ�WR�WKH�H[HFXWLYH��WKH�UHEDWH�
UHFHLYHG�LQ�WKH�8�6��LV�OLQNHG�WR�WKH�YROXPH�RI�8�6��VSHQG��DW�WKH�HQG�RI�WKH�\HDU��WKH�PHGLD�VXSSOLHU�VHQGV�
HDFK�DJHQF\�D�VSUHDGVKHHW�GHWDLOLQJ�LWV�WRWDO�DQQXDO�VSHQG�E\�DGYHUWLVHU�DQG�QRWLQJ�WKH�UHEDWH�JHQHUDWHG�
E\�HDFK�DGYHUWLVHU¶V�H[SHQGLWXUH��+H�VWDWHG�WKDW�DJHQFLHV�DW�$JHQF\�+ROGLQJ�&RPSDQLHV�UHFHLYHG�UHEDWHV�
LQ�WKLV�SURJUDP�DQG�QRWHG�WKDW�DOO�UHEDWHV�SURYLGHG�WKURXJK�WKLV�SURJUDP�ZHUH�WUDQVPLWWHG�LQ�FDVK������

'XULQJ�WKH�LQWHUYLHZ��.��QRWHG�WKDW�FHUWDLQ�$JHQF\�+ROGLQJ�&RPSDQ\�H[HFXWLYHV�KDYH�VWDWHG�SXEOLFO\�WKDW�
UHEDWHV�GR�QRW�RFFXU�LQ�WKH�8QLWHG�6WDWHV��,Q�UHVSRQVH��WKH�VRXUFH�VWDWHG�WKDW��EDVHG�XSRQ�KLV�FRQYHUVDWLRQV�
ZLWK�DJHQF\�VWDII��KH�EHOLHYHG�WKDW�WKH�DJHQFLHV�WKDW�UHFHLYHG�UHEDWHV�IURP�KLV�FRPSDQ\�ZHUH�³DEVROXWHO\´�
SDVVLQJ�WKH�EHQHILWV�EDFN�WR�WKHLU�FOLHQWV��,Q�DQ�DWWHPSW�WR�UHFRQFLOH�WKHVH�SXEOLF�VWDWHPHQWV�ZLWK�WKH�UHEDWH�
SURJUDP��KH�RSLQHG�WKDW�SHUKDSV�WKH�DJHQFLHV�GR�QRW�FRQVLGHU�WKHVH�FDVK�EDFN�SD\PHQWV� WR�EH�UHEDWHV��
VLQFH�WKH�DJHQFLHV�KDYH�VDLG�WKH\�DUH�SDVVLQJ�WKH�IXQGV�EDFN�WR�WKHLU�FOLHQWV��7KH�VRXUFH�UHLWHUDWHG�WKDW�WKH�
RQO\�EDVLV�IRU�KLV�EHOLHI�WKDW�WKH�IXQGV�ZHUH�EHLQJ�UHWXUQHG�WR�WKH�FOLHQWV�ZDV�ZKDW�WKH�DJHQFLHV�KDG�WROG�
KLP��.��GLG�QRW�DWWHPSW�WR�YHULI\�ZKHWKHU�WKHVH�UHEDWHV�ZHUH��LQ�IDFW��EHLQJ�SURYLGHG�WR�DGYHUWLVHUV�LQ�RUGHU�
WR�DYRLG�FRPSURPLVLQJ�WKH�H[HFXWLYH¶V�FRQILGHQWLDOLW\���

$� &�OHYHO� H[HFXWLYH� RI� DQ� $JHQF\� +ROGLQJ� &RPSDQ\� SURYLGHG� D� VHHPLQJO\� FRQWUDGLFWRU\� VWDWHPHQW�
UHJDUGLQJ�WKH�H[LVWHQFH�RI�UHEDWHV�LQ�WKH�8�6��PDUNHW��$FFRUGLQJ�WR�WKH�VRXUFH��³UHEDWHV�GR�QRW�H[LVW�LQ�WKH�
8QLWHG�6WDWHV�� WKRXJK� WKH\�DUH�FRPPRQ� LQ�VRPH� LQWHUQDWLRQDO�PDUNHWV�´�7KH�VRXUFH� IXUWKHU� VWDWHG� WKDW�
³µUHEDWHV¶�DUH�FRPPRQO\�XQGHUVWRRG�WR�EH�D�VRXUFH�RI�YDOXH�GLUHFWO\�WULJJHUHG�E\��DQG�WLHG�WR��FOLHQW�VSHQGLQJ�
YROXPH��VXFK�DV�WUDGLWLRQDO�$9%V��´�+RZHYHU��WKH�KROGLQJ�FRPSDQ\�H[HFXWLYH¶V�GHVFULSWLRQ�RI�UHEDWHV�ZRXOG�
DSSHDU� WR�HQFRPSDVV� WKH�FDVK�SD\PHQWV�GHVFULEHG� E\� WKH� ODUJH�RQOLQH�PHGLD�VXSSOLHU�H[HFXWLYH�FLWHG�
DERYH���

2WKHU� VRXUFHV� GHVFULEHG� VLPLODU� GHDOV� LQYROYLQJ� VPDOOHU� LQGHSHQGHQW� DJHQFLHV�� $Q� DG� WHFK� H[HFXWLYH�
SURYLGHG�.��ZLWK�D�FRS\�RI�D�UHEDWH�FRQWUDFW�EHWZHHQ�KLV�FRPSDQ\�DQG�DQ�LQGHSHQGHQW�DJHQF\�HIIHFWLYH�
IRU�WKH������FDOHQGDU�\HDU��7KH�FRQWUDFW�LQFOXGHG�D�SURYLVLRQ�IRU�WKH�SD\PHQW�RI�D�³UHIHUUDO�IHH´�UHSUHVHQWLQJ�
����RI�DJHQF\�VSHQG��ZKLFK�WKH�DG�WHFK�H[HFXWLYH�GHVFULEHG�DV�D�UHEDWH�E\�DQRWKHU�QDPH��7KH�H[HFXWLYH�
DOVR�SURYLGHG�.��ZLWK�LQWHUQDO�FRPSDQ\�HPDLOV�IURP�WKH�SHULRG�LQ�ZKLFK�WKH�GHDO�ZDV�EHLQJ�QHJRWLDWHG��,Q�
WKHVH�HPDLOV��WKH�DG�WHFK�FRPSDQ\�HPSOR\HH�LQ�FKDUJH�RI�PDQDJLQJ�WKH�DJHQF\�UHODWLRQVKLS�UHSRUWHG�WKDW�
WKH�DJHQF\�ZDQWHG�WR�PDNH�D�SURILW�IURP�WKH�DG�WHFK�ILUP�DQG�ZDV�WKHUHIRUH�UHTXHVWLQJ�D�UHEDWH�RI�����XS�
WR�D�FHUWDLQ�VSHQG�WKUHVKROG�DQG�����DERYH�WKDW�WKUHVKROG��7KH�DJUHHPHQW�ZDV�WR�EH�DFWLYH�WKURXJK�WKH�
UHVW�RI�WKH�FDOHQGDU�\HDU�ZLWK�WKH�UHEDWH�WR�EH�SDLG�LQ�WKH�ILUVW�TXDUWHU�RI�WKH�IROORZLQJ�\HDU��7KH�DG�WHFK�
FRPSDQ\�VLJQHG� WKH�DJUHHPHQW�� WKH�H[HFXWLYH�VDLG�� VLQFH� WKH�DJHQF\�FRQGXFWHG�PRVW�RI� LWV�ZRUN� LQ� D�

                                                           
���7KH�H[HFXWLYH�QRWHG�WKDW�WKH�UHEDWH�SURJUDP�ZDV�VHSDUDWH�DQG�GLVWLQFW�IURP�SULFH�GLVFRXQWV�WKDW�KLV�FRPSDQ\�VRPHWLPHV�
QHJRWLDWHG�RQ�D�FDPSDLJQ�E\�FDPSDLJQ�EDVLV��+H�DOVR�GUHZ�D�GLVWLQFWLRQ�EHWZHHQ�WKH�UHEDWH�SURJUDP�DQG�VWUDWHJLF�SDUWQHUVKLSV�
WKDW�WKH�FRPSDQ\�KDG�HVWDEOLVKHG�ZLWK�FHUWDLQ�DJHQFLHV�WKDW�LQFOXGHG�LQLWLDWLYHV�OLNH�MRLQW�SURGXFW�GHYHORSPHQW�DLPHG�DW�GULYLQJ�
LQQRYDWLRQ�LQ�WKH�LQGXVWU\���
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VWUDWHJLF�DUHD�RI�WKH�PDUNHWSODFH�LQ�ZKLFK�WKH�DG�WHFK�FRPSDQ\�ZDQWHG�WR�H[SDQG��

$�IRUPHU�$JHQF\�+ROGLQJ�&RPSDQ\�H[HFXWLYH�ZKR�OHIW�ZLWKLQ�WKH�ODVW�WZR�\HDUV�UHSRUWHG�WR�.��WKDW�KH�KDG�
GLUHFW�NQRZOHGJH�RI�PXOWLSOH�FDVK�UHEDWH�GHDOV�DW�KLV�IRUPHU�$JHQF\�+ROGLQJ�&RPSDQ\��$FFRUGLQJ�WR�WKLV�
VRXUFH��LQ�WKH�ZDNH�RI�WKH�SUHVV�FRYHUDJH�RI�IRUPHU�0HGLDFRP�&(2�-RQ�0DQGHO¶V�0DUFK������SUHVHQWDWLRQ�
DW�WKH�$1$¶V�0HGLD�/HDGHUVKLS�&RQIHUHQFH����WKHVH�GHDOV�ZHUH�UHVWUXFWXUHG�DW�WKH�UHTXHVW�RI�RWKHU�$JHQF\�
+ROGLQJ�&RPSDQ\�H[HFXWLYHV��6SHFLILFDOO\��WKH�EHQHILW�SDVVHG�EDFN�WR�WKH�$JHQF\�+ROGLQJ�&RPSDQ\�ZDV�
UHIRUPXODWHG�IURP�D�FDVK�SD\PHQW�WR�D�GLVFRXQW�DSSOLHG�WR�WKH�SULFH�RI�LQYHQWRU\�RQ�WKH�IURQW�HQG�DQG�ZDV�
PDGH� DYDLODEOH� RQO\� WR� FOLHQWV� WKDW� KDG� RSWHG� LQWR� D� QRQ�GLVFORVHG� EX\LQJ� DJUHHPHQW�� 7KH� H[HFXWLYH�
UHSRUWHG�WKDW��GXULQJ�WKH�SHULRG�ZKHQ�WKH�FDVK�UHEDWH�GHDOV�ZHUH�DFWLYH��WKH�FRXQWHUSDUW\�FRPSDQLHV�ZHUH�
SXW�RQ�DQ�LQWHUQDO�³KLW�OLVW´�RI�HQWLWLHV�WR�ZKLFK�VSHQG�VKRXOG�EH�SXVKHG��+H�UHSRUWHG�WKDW��LQ�JHQHUDO��UHEDWHV�
ZHUH�SDVVHG�EDFN�WR�FOLHQWV�³DERXW�KDOI´�RI�WKH�WLPH��GHSHQGLQJ�RQ�KRZ�FRVW�FRQVFLRXV�WKH�FOLHQW�ZDV��

,Q�KLV�LQWHUYLHZ�ZLWK�.���WKH�IRUPHU�$JHQF\�+ROGLQJ�&RPSDQ\�H[HFXWLYH�UHSRUWHG�WKDW�KLV�KROGLQJ�FRPSDQ\�
KDG�JOREDO�UHEDWH�RU�GLVFRXQW�GHDOV�ZLWK�VHYHUDO�PDMRU�RQOLQH�PHGLD�VXSSOLHUV��LQFOXGLQJ�WKH�ODUJH�RQOLQH�
PHGLD�VXSSOLHU�GLVFXVVHG�DERYH��7KH�IRUPHU�H[HFXWLYH�UHSRUWHG�WKDW�GHDOV�ZLWK�WKHVH�ODUJH�PHGLD�VXSSOLHUV�
ZHUH�QHJRWLDWHG�RQ�WKH�KROGLQJ�FRPSDQ\�OHYHO��IRU�WKLV�SDUWLFXODU�RQOLQH�PHGLD�VXSSOLHU��KH�UHSRUWHG�WKDW�WKH�
KROGLQJ�FRPSDQ\�UHFHLYHG�D�ILQDQFLDO�EHQHILW�RI�DSSUR[LPDWHO\�����RI�WRWDO�VSHQG��+H�UHSRUWHG�WKDW��DW�KLV�
IRUPHU�KROGLQJ�FRPSDQ\��WKLV�W\SH�RI�GHDO�ZDV�W\SLFDOO\�³VHFWLRQHG�RII�´�LQ�WKDW�WKH�PDQQHU�LQ�ZKLFK�UHEDWHV�
ZHUH�WUDQVPLWWHG�EDFN�WR�WKH�KROGLQJ�FRPSDQ\�YDULHG�E\�MXULVGLFWLRQ��EDVHG�XSRQ�WKH�DFFHSWHG�SUDFWLFHV�LQ�
HDFK�MXULVGLFWLRQ��)RU�LQVWDQFH��LQ�VRPH�FRXQWULHV�WKH�FRPSDQ\�UHFHLYHG�FDVK�UHEDWHV�ZKLOH��LQ�WKH�8�6���
DJUHHPHQWV�ZHUH�W\SLFDOO\�VWUXFWXUHG�XVLQJ�D�WLHUHG�GLVFRXQW�PRGHO�ZLWK�HVFDODWLQJ�EHQHILWV�OLQNHG�WR�YROXPH�
RI�VSHQG��,Q�WKH�RSLQLRQ�RI�WKLV�H[HFXWLYH��LQ�LQVWDQFHV�ZKHUH�GLVFRXQWV�DUH�QRW�SDVVHG�RQ�WR�FOLHQWV��WKH�
GLIIHUHQFH�EHWZHHQ�³UHEDWH´�DQG�³GLVFRXQW´�ZDV�D�³VHPDQWLFV�JDPH�´�DV�³LW¶V�XOWLPDWHO\�PDNLQJ�WKH�VDPH�
DPRXQW�RI�PRQH\�RII�RI�D�FOLHQW�´�

7KH�KHDG�RI�DQ�LQGHSHQGHQW�DJHQF\�WROG�.��DERXW�D�PHHWLQJ�KH�KDG�DSSUR[LPDWHO\����\HDUV�DJR�ZLWK�DQ�
$JHQF\�*URXS��'XULQJ�WKH�PHHWLQJ��D�VHQLRU�H[HFXWLYH�DW�WKH�$JHQF\�*URXS�WROG�WKH�VRXUFH�DERXW�YDULRXV�
ZD\V�RQH�RI�LWV�DJHQFLHV�ZDV�PDNLQJ�³JUH\�UHYHQXH´�IURP�8�6��PHGLD�VSHQGLQJ��7KLV�LQFOXGHG�QRW�UHWXUQLQJ�
PHGLD�UHEDWHV�WR�FOLHQWV�DQG�NHHSLQJ�SD\PHQWV�IRU�XQELOOHG�PHGLD��L�H���PRQH\V�UHFHLYHG�IURP�FOLHQWV�IRU�
ZKLFK�WKH\�KDYH�QRW�UHFHLYHG�DQ�LQYRLFH�IURP�WKH�PHGLD�VXSSOLHU���DIWHU�SODFLQJ�WKHP�LQ�HVFURZ�IRU�D�SHULRG�
RI�WLPH��.��UHYLHZHG�D�FRQWHPSRUDQHRXV�PHPRUDQGXP�RI�WKLV�PHHWLQJ��SUHSDUHG�E\�WKH�VRXUFH¶V�FRXQVHO��
ZKLFK�FRUURERUDWHG�WKH�VRXUFH¶V�DFFRXQW�LQ�GHWDLO��

6HYHUDO� FXUUHQW� DQG� IRUPHU�DG� WHFK�H[HFXWLYHV� DQG�PHGLD�VXSSOLHUV�DOVR�VDLG� WKDW� WKH\�KDG�GHDOV�ZLWK�
DJHQFLHV�WR�SDVV�EDFN�IUHH�PHGLD�DW�WKH�HQG�RI�WKH�\HDU��ZLWK�H[SOLFLW�SURYLVLRQV�WKDW�WKLV�PHGLD�FRXOG�RQO\�
EH�XVHG�IRU�WKH�FOLHQW�ZKR�VSHQW�ZLWK�WKHP��7KHVH�VRXUFHV�GLG�QRW�KDYH�GLUHFW�NQRZOHGJH�RI�ZKHWKHU�WKH�
IUHH�PHGLD�ZDV�LQ�IDFW�SDVVHG�EDFN�WR�FOLHQWV��.��GLG�QRW�DWWHPSW�WR�YHULI\�WKLV�SDUWLFXODU�DVVHUWLRQ�LQ�RUGHU�

                                                           
���,Q�D�VSHHFK�GHOLYHUHG�DW�WKH�$1$�0HGLD�/HDGHUVKLS�&RQIHUHQFH�LQ�0DUFK�������0DQGHO�DOOHJHG�WKDW�WKH�SUDFWLFH�RI�XQGLVFORVHG�
UHEDWHV�LQ�WKH�8�6��ZDV�ZLGHVSUHDG��WULJJHULQJ�IXUWKHU�GHEDWH�DURXQG�PHGLD�WUDQVSDUHQF\��)RU�PRUH�LQIRUPDWLRQ��VHH��³)RUPHU�
0HGLDFRP�&(2�$OOHJHV�:LGHVSUHDG�8�6��$JHQF\�µ.LFNEDFNV¶��$W�$1$�)RUXP��0DQGHO�'HWDLOV�3UDFWLFHV�+H�3XWV�$PRQJ�5HDVRQV�
+H�/HIW�$JHQF\�:RUOG�´�$GYHUWLVLQJ�$JH��0DUFK����������³*URXS0�5HVSRQGV�WR�,QGXVWU\�5HEDWH�$OOHJDWLRQV��1RUPDQ��
5HEDWHV�2U�
2WKHU�)RUPV�RI�+LGGHQ�5HYHQXH�$UH�1RW�3DUW
�2I�*URXS
V�7UDGLQJ�5HODWLRQVKLSV�´�$GYHUWLVLQJ�$JH��0DUFK����������³0HGLD�$JHQF\�
.LFNEDFNV��<HV��7KH\¶UH�5HDO��6HFUHW�5HEDWHV��6NHWFK\�6HUYLFHV�DQG�2IIVKRUH�'HDOV��,QVLGH�WKH�0XUN\�1HZ�:RUOG�RI�$G�%X\LQJ�´�
$GYHUWLVLQJ�$JH��0DUFK�����������³-RQ�0DQGHO�DQG�WKH�$1$�6HYHQ�0RQWKV�/DWHU��6PRNH�EXW�1R�)LUH�´�0HGLD�9LOODJH��2FWREHU����
�������
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WR�DYRLG�FRPSURPLVLQJ�WKH�FRQILGHQWLDOLW\�RI�WKHVH�VRXUFHV��

$PRQJ�WKRVH�LQGLYLGXDOV�ZKR�UHSRUWHG�ILUVWKDQG�NQRZOHGJH�RI�UHEDWH�GHDOV��VHYHUDO�QRWHG�WKDW�WKH�GHDOV�LQ�
ZKLFK�WKH\�SDUWLFLSDWHG�KDG�EHHQ�SURSRVHG�E\�WKH�PHGLD�RZQHU�SD\LQJ�WKH�UHEDWH�LQ�RUGHU�WR�GULYH�YROXPH��
([DPSOHV�LQFOXGH�WKH�IROORZLQJ��

x� $� IRUPHU� DJHQF\� HPSOR\HH� UHSRUWHG� WKDW� UHEDWHV� KDYH� EHHQ� SURDFWLYHO\� RIIHUHG� E\� DG� WHFK�
FRPSDQLHV��$V�DQ�H[DPSOH��KH�SURYLGHG�.��ZLWK�HPDLOV�EHWZHHQ�D�UHSUHVHQWDWLYH�RI�DQ�DG�WHFK�
ILUP�DQG�VHYHUDO�HPSOR\HHV�RI�KLV�IRUPHU�DJHQF\��,Q�WKHVH�HPDLOV��ZKLFK�ZHUH�VHQW�ZLWKLQ�WKH�ODVW�
WZR�\HDUV��WKH�DG�WHFK�UHSUHVHQWDWLYH�RIIHUHG�WR�SURYLGH�D�ILQDQFLDO�EHQHILW�EDFN�WR�WKH�DJHQF\�EDVHG�
XSRQ�VSHQG�IURP�WKH�DJHQF\�GXULQJ�D�VLQJOH�ILVFDO�TXDUWHU��7KH�HPDLO�RIIHUHG�WR�VWUXFWXUH�WKH�EHQHILW�
YDULRXVO\�DV�DQ�XSIURQW�GLVFRXQW�RQ�WKH�SULFH�RI�DOO�PHGLD�SXUFKDVHG��DV�D�FDVK�UHEDWH��RU�DV�D�
ERQXV��ZLWK��IRU�H[DPSOH�����PLOOLRQ�ZRUWK�RI�PHGLD�SURYLGHG�IRU����PLOOLRQ�LQ�VSHQG�����7KH�DG�WHFK�
UHSUHVHQWDWLYH�VXJJHVWHG�WKDW��LI�WKH�DJHQF\�ZLVKHG�WR�UHFHLYH�D�FDVK�UHEDWH��LW�FRXOG�HLWKHU�SDVV�
WKH�FDVK�EDFN�WR�FOLHQWV�RU�NHHS�LW�DV�D�WHFKQRORJ\�IHH�LQ�RUGHU�WR�PHHW�LQWHUQDO�UHYHQXH�JRDOV��7KH�
DG�WHFK�UHSUHVHQWDWLYH�FODLPHG� LQ�WKLV�HPDLO� WKDW�PXOWLSOH�RWKHU�$JHQF\�+ROGLQJ�&RPSDQLHV�KDG�
DOUHDG\�DJUHHG� WR�HQWHU� LQWR�VLPLODU�DJUHHPHQWV��:KHQ�TXHVWLRQHG�DV� WR�ZKHWKHU� UHEDWHV�ZHUH�
UHWXUQHG�WR�FOLHQWV��WKH�IRUPHU�DJHQF\�HPSOR\HH�WROG�.��WKDW��WR�KLV�NQRZOHGJH��WKHVH�IXQGV�ZHUH�
VRPHWLPHV�UHWXUQHG�WR�FOLHQWV�DQG�VRPHWLPHV�NHSW�E\�WKH�DJHQF\�LQ�RUGHU�WR�PHHW�SHULRGLF�UHYHQXH�
WDUJHWV���

x� $�IRUPHU�H[HFXWLYH�RI�D�PHGLD�VXSSOLHU�VLPLODUO\�UHSRUWHG�WKDW�KLV�IRUPHU�FRPSDQ\�RIIHUHG�UHEDWHV�
WR�DJHQFLHV� LQ�RUGHU�WR�GULYH�EXVLQHVV��³(YHU\�GLVFXVVLRQ�ZH�KDG�ZDV�DURXQG�SULFH�EHFDXVH�ZH�
ZHUH�EHJJLQJ�WR�JHW�RQ�WKH�PHGLD�SODQ�´�KH�VDLG��7KH�FRPSDQ\�UHSRUWHGO\�RIIHUHG�GLVFRXQWHG�SULFLQJ�
DQG�DOVR�LVVXHG�PHGLD�´FUHGLWV´�WR�DJHQFLHV�LQ�H[FKDQJH�IRU�YROXPH�VSHQGLQJ��ZKLFK�FRXOG�EH�XVHG�
IRU�DQ\�FOLHQW�� �

x� $�IRUPHU�&�OHYHO�H[HFXWLYH�DW�D�GLJLWDO�PHGLD�VXSSOLHU�UHSRUWHG�WKDW��LQ�������KLV�IRUPHU�FRPSDQ\�
LQLWLDWHG�D�UHEDWH�UHODWHG�GHDO�FRYHULQJ�WKH�8�6��VSHQG�RI�DQ�$JHQF\�*URXS��8QGHU�WKH�WHUPV�RI�WKH�
GHDO��D�FHUWDLQ�OHYHO�RI�DJJUHJDWH�VSHQG�DPRQJ�WKH�$JHQF\�*URXS¶V�PHPEHU�DJHQFLHV�WULJJHUHG�
WKH�DZDUG�RI�D�TXDQWLW\�RI�IUHH�PHGLD�IURP�WKH�$JHQF\�*URXS��$W�WKH�VSHQGLQJ�WKUHVKROG��ZKLFK�ZDV�
LQ� H[FHVV� RI� ���PLOOLRQ�� WKH� $JHQF\�*URXS�ZDV� DZDUGHG� MXVW� RYHU� ����RI� VSHQG� EDFN� LQ� IUHH�
LQYHQWRU\��7KH�H[HFXWLYH�VWDWHG�WKDW�KH�XQGHUVWRRG�WKDW�WKH�IUHH�PHGLD�ZRXOG�EH�DOORFDWHG�WR�WKH�
FOLHQWV�ZKRVH�VSHQGLQJ�JHQHUDWHG�LW��WKRXJK�KH�GLG�QRW�NQRZ�KRZ�LW�ZDV�XOWLPDWHO\�DSSRUWLRQHG��
7KH�H[HFXWLYH�UHSRUWHG�WKDW�KH�DVNHG�IRU�D�SDSHU�FRQWUDFW�DQG�ZDV�LQIRUPHG�WKDW�WKH�$JHQF\�*URXS�
UHVSRQGHG�WKDW�³YHUEDO�ZDV�ILQH�´��

x� $�VHQLRU�H[HFXWLYH�DW�D�PDJD]LQH�SXEOLVKHU�UHSRUWHG�WKDW�KH�ZDV�HQJDJHG�LQ�QHJRWLDWLRQV�ZLWK�DQ�
$JHQF\�*URXS�WR�ILQDOL]H�D�VLPLODU�UHEDWH�GHDO��ZKLFK�ZRXOG�SURYLGH�WKH�$JHQF\�*URXS�ZLWK�IUHH�
PHGLD�OLQNHG�WR�VSHQG�DW�D�FHUWDLQ�PRQHWDU\�WKUHVKROG��7KH�H[HFXWLYH�UHSRUWHG�WKDW��³LI�\RX¶UH�WU\LQJ�
WR�WXUQ�DURXQG�DQ�DJLQJ�>PHGLD@�SURSHUW\��WKHVH�>UHEDWH@�GHDOV�DUH�EHQHILFLDO�´�+H�QRWHG�WKDW�KLV�
FRPSDQ\�ZDV�³VFUDSLQJ�DQG�FODZLQJ� IRU�HYHU\�GROODU�ZH�FDQ´�DQG� WKDW�KH� IHOW�QR�SUHVVXUH� IURP�
DJHQFLHV�WR�HQWHU�LQWR�UHEDWH�GHDOV��³7KH�SUHVVXUH�ZDV�IURP�PH�´�KH�VDLG��

                                                           
���.��QRWHV�WKDW��GHSHQGLQJ�RQ�KRZ�WKLV�ZDV�ELOOHG��WKLV�FRXOG�EH�SURYLGHG�DV�D�UHEDWH�RU�DV�D�GLVFRXQW��



 

 

  

���
�

.��LGHQWLILHG�DQ�DGGLWLRQDO�LQVWDQFH�LQ�ZKLFK�D�FRQWUDFW�EHWZHHQ�WZR�DJHQFLHV�H[SOLFLWO\�DGGUHVVHG�WKH�LVVXH�
RI�UHEDWHV��.��UHYLHZHG�D�FRS\�RI�D�PHGLD�DXWKRUL]DWLRQ�VLJQHG�WZR�\HDUV�DJR�E\�DQ�LQGHSHQGHQW�PHGLD�
DJHQF\� DQG� DQ� LQGHSHQGHQW� 22+� PHGLD� DJHQF\� WKDW� LW� KDG� VXEFRQWUDFWHG� IRU� 22+� VHUYLFHV�� 7KH�
DXWKRUL]DWLRQ�UHODWHV�WR�WKH�SXUFKDVH�RI�RXWGRRU�DGYHUWLVLQJ�VSDFH��XOWLPDWHO\�RQ�EHKDOI�RI�DQ�DGYHUWLVHU��
7KH�PHGLD�DXWKRUL]DWLRQ�VWDWHV�WKDW�WKH�PHGLD�DJHQF\�³DFNQRZOHGJHV´�WKDW�WKH�22+�DJHQF\�LV�³HQWLWOHG�WR��
DQG�ZLOO�UHWDLQ´�DQ\�UHEDWHV�LW�FROOHFWV�IURP�22+�PHGLD�VXSSOLHUV��7KH�VRXUFH�ZKR�VKDUHG�D�FRS\�RI�WKLV�
FRQWUDFW�ZLWK�.���DQG�ZKR�KDV�NQRZOHGJH�RI�WKH�LQFLGHQW��VDLG�KH�OHDUQHG�IURP�WKH�DGYHUWLVHU�WKDW�LW�ZDV�
XQDZDUH�RI�WKLV�UHEDWH�FODXVH�DQG�GLG�QRW�EHQHILW�IURP�DQ\�UHEDWHV��7KH�VRXUFH�WROG�.��WKDW�WKH�DGYHUWLVHU�
RQO\�GLVFRYHUHG�WKH�UHEDWH�FODXVH�ZKHQ�LW�DVNHG�WKH�PHGLD�DJHQF\�WR�KDQG�RYHU�GRFXPHQWV�UHODWLQJ�WR�LWV�
DG�VSHQG��

�������5HEDWHV�6WUXFWXUHG�$V�6HUYLFH�$JUHHPHQWV��
$V�QRWHG�DERYH��LQ�-DQXDU\�������WKH��$¶V�UHOHDVHG�WKHLU�³7UDQVSDUHQF\�*XLGLQJ�3ULQFLSOHV�RI�&RQGXFW�´���
GHWDLOLQJ� VXJJHVWHG� JXLGHOLQHV� UHODWHG� WR� WUDQVSDUHQF\� DPRQJ�PDUNHW� SDUWLFLSDQWV�� $PRQJ� WKHVH� ZHUH�
VHYHUDO�SULQFLSOHV� UHODWHG� WR�FRPPHUFLDO� UHODWLRQVKLSV�EHWZHHQ�DJHQFLHV�DQG�PHGLD�VXSSOLHUV�� LQFOXGLQJ�
DJUHHPHQWV�ZKHUHE\�DJHQFLHV�UHFHLYH�SD\PHQW�IRU�³VHUYLFHV�SURYLGHG��VXFK�DV�EDUWHU��FRQWHQW�SURGXFWLRQ�
RU�UHVHDUFK�SURMHFWV�´����7KH�SULQFLSOHV�QRWHG�WKDW�³WKHVH�FRPPHUFLDO�UHODWLRQVKLSV�UHIOHFW�VHUYLFHV�SURYLGHG�
E\�WKH�DJHQF\��DUH�NHSW�VHSDUDWH�DQG�GR�QRW�SURPLVH�RU�FRPPLW�WR�FOLHQW�VSHQGLQJ�´����7KH\�FRQWLQXHG��³,W�
VKRXOG�EH�FOHDU� WKDW� WKH�DJHQF\
V�FRPPHUFLDO� WUDQVDFWLRQV�GR�QRW� LQIOXHQFH�FRPPXQLFDWLRQV�DQG�PHGLD�
SODQQLQJ�DQG�LQYHVWPHQW�UHFRPPHQGDWLRQV�IRU�WKH�FOLHQW��ZKLFK�VKRXOG�EH�GRQH�RQ�EHKDOI�RI�WKH�FOLHQW�DQG�
DFFRUGLQJ�WR�WKH�FOLHQW
V�VWDWHG�REMHFWLYHV�´���

'XULQJ�WKH�FRXUVH�RI�WKLV�VWXG\��.��VSRNH�WR�PXOWLSOH�VRXUFHV�ZLWK�GLUHFW�NQRZOHGJH�RI�VHUYLFH�DJUHHPHQWV��
$FFRUGLQJ�WR�WKHVH�VRXUFHV��XQGHU�WKH�WHUPV�RI�WKH�DJUHHPHQWV��IHHV�IRU�WKH�VHUYLFHV�±�XVXDOO\�GHVFULEHG�
DV�FRQVXOWLQJ�RU� UHVHDUFK�±�DUH�DFWXDOO\� WLHG� WR� WKH�FXPXODWLYH�YROXPH�RI�DJHQF\�VSHQG�UDWKHU� WKDQ� WKH�
VFRSH�RI�ZRUN�RU�WKH�H[SHQGLWXUH�RI�WLPH�DQG�PDWHULDOV��7KH�PDMRULW\�RI�VRXUFHV�DOVR�UHSRUWHG�WKDW�VHUYLFHV�
ZHUH�RI�PLQLPDO�XWLOLW\��VLJQLILFDQWO\�RYHUSULFHG��RU�QRW�SURYLGHG�DW�DOO��.��IRXQG�QR�HYLGHQFH�WR�VXJJHVW�WKDW�
WKH�SURFHHGV�RI�WKHVH�VHUYLFH�DJUHHPHQWV�ZHUH�UHWXUQHG�RU�GLVFORVHG�WR�WKH�DJHQF\¶V�FOLHQWV���

2I�WKH�SRRO�RI�LQGLYLGXDOV�LQWHUYLHZHG�GXULQJ�WKH�FRXUVH�RI�WKH�VWXG\�����SURYLGHG�ILUVW�KDQG�NQRZOHGJH�RI�
VHUYLFH�DJUHHPHQWV��DQG����RI�WKRVH�VRXUFHV�ZHUH�IRFXVHG�RQ�WKH�8�6��PDUNHW��$SSUR[LPDWHO\�KDOI�RI�WKHVH�
VRXUFHV�ZHUH�IURP�WKH�DG�WHFK�VHFWRU��ZLWK�WKH�UHPDLQGHU�FRPLQJ�IURP�DJHQFLHV�DQG�PHGLD�VXSSOLHUV��7KH�
PDMRULW\�RI�WKH�VRXUFHV�ZKR�GLVFXVVHG�WKLV�SUDFWLFH�ZHUH�FULWLFDO�RI�LW��ZLWK�FULWLFLVPV�IDOOLQJ�LQWR�WZR�JHQHUDO�
FDWHJRULHV��

���� $G�WHFK�VRXUFHV�FRQVLVWHQWO\�UHSRUWHG�WKDW�WKH\�XQGHUVWRRG�VHUYLFH�DJUHHPHQWV�WR�EH�DQ�H[SOLFLW�RU�
LPSOLHG�SUHUHTXLVLWH� IRU� LQFOXVLRQ�RQ� WKH�³SUHIHUUHG�YHQGRU´� OLVW�RI�DQ�DJHQF\�RU� $JHQF\�+ROGLQJ�
&RPSDQ\�� $V� D� FRUROODU\�� VRXUFHV� DOVR� XQGHUVWRRG� WKDW� H[FOXVLRQ� IURP� DQ� DJHQF\¶V� SUHIHUUHG�
YHQGRU�OLVW�ZRXOG�PDNH�LW�GLIILFXOW�LI�QRW�LPSRVVLEOH�WR�GR�EXVLQHVV�ZLWK�WKDW�DJHQF\��0HGLD�VXSSOLHUV�

                                                           
���³7KH��$¶V�,VVXHV�µ7UDQVSDUHQF\�*XLGLQJ�3ULQFLSOHV�RI�&RQGXFW�´�7KH��$¶V��-DQXDU\�����������6HH���
KWWS���ZZZ�DDDD�RUJ�QHZV�EXOOHWLQV�3DJHV�7KH�$V,VVXHV7UDQVSDUHQF\*XLGLQJ3ULQFLSOHVRI&RQGXFW�DVS[�� �
���,ELG��
���,ELG��
���,ELG��

http://www.aaaa.org/news/bulletins/Pages/The4AsIssuesTransparencyGuidingPrinciplesofConduct.aspx
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ZKR�UHSRUWHG�SD\LQJ�ZKDW�WKH\�FODVVLILHG�DV�LQIODWHG�UDWHV�IRU�UHVHDUFK�UHSRUWV�VLPLODUO\�H[SUHVVHG�
WKHLU�SHUFHSWLRQ�WKDW�WKH�SD\PHQWV�FRQVWLWXWHG�D�TXLG�SUR�TXR�IRU�DJHQFLHV�GLUHFWLQJ�FOLHQW�VSHQG�WR�
WKHLU�FRPSDQLHV��

���� 6HYHUDO�RI�WKH�DG�WHFK�VRXUFHV�UHSRUWHG�UHFHLYLQJ�VHUYLFHV�XQGHU�WKHVH�DJUHHPHQWV�WKDW�WKH\�IRXQG�
WR�EH�RI�VRPH�XWLOLW\��+RZHYHU��WKH�PDMRULW\�RI�WKHVH�VRXUFHV�UHSRUWHG�WKDW�WKH�VHUYLFHV�IRU�ZKLFK�
WKH\�FRQWUDFWHG�ZHUH�HLWKHU�RI�OLPLWHG�YDOXH�RU�ZHUH�QRW�SURYLGHG�DW�DOO��PDQ\�H[SUHVVHG�WKH�EHOLHI�
WKDW�WKH�VHUYLFH�DJUHHPHQWV�ZHUH�EHLQJ�XVHG�WR�REVFXUH�ZKDW�ZDV�HVVHQWLDOO\�D�UHEDWH��

�

'LDJUDP�%��)ORZ�RI�)XQGV�LQ�D�6HUYLFH�$JUHHPHQW�7UDQVDFWLRQ�

�

�

$PRQJ�WKH�VRXUFHV�FULWLFDO�RI�VHUYLFH�DJUHHPHQWV�ZHUH�H[HFXWLYHV�IURP�IRXU�GLIIHUHQW�DG�WHFK�FRPSDQLHV��
HDFK�RI�ZKRP�LQGHSHQGHQWO\�GHVFULEHG�EHLQJ�DVNHG�E\�WKH�VDPH�DJHQF\�WR�HQWHU�LQWR�VHUYLFH�DJUHHPHQWV�
ZLWKLQ� WKH� ODVW� WKUHH� \HDUV�� (DFK� VRXUFH� DOVR� SURYLGHG� FRSLHV� RI� WKHVH� DJUHHPHQWV� IRU� .�¶V� UHYLHZ��
$FFRUGLQJ�WR�WKHVH�VRXUFHV��DOO�RI�WKH�DJUHHPHQWV�ZHUH�GUDIWHG�EHWZHHQ�HDUO\������DQG�ODWH��������

7KUHH�RI�WKH�DJUHHPHQWV�ZHUH�QHJRWLDWHG�WKURXJK�WKH�VDPH�8�6��EDVHG�RIILFH�RI�WKH�DJHQF\�DQG�VKDUHG�
FHUWDLQ�FRPPRQ�FKDUDFWHULVWLFV��WKH�IRXUWK�DJUHHPHQW�ZDV�QHJRWLDWHG�RXWVLGH�RI�WKH�8QLWHG�6WDWHV��DQG�LV�
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GLVFXVVHG�IXUWKHU�EHORZ���$OO�WKUHH�DJUHHPHQWV��

x� /LVWHG�WKH�VDPH�FRXQWHUSDUW\��L�H���D�QRQ�8�6��DIILOLDWH�RI�WKH�$JHQF\�+ROGLQJ�&RPSDQ\��

x� :HUH� WLWOHG� ³6HUYLFHV�$JUHHPHQW´� DQG�GHVFULEHG� WKH� VHUYLFHV� WR� EH� UHQGHUHG�E\� WKH� DJHQF\� LQ�
JHQHUDO�WHUPV��VXFK�DV�³SODQQLQJ´�DQG�³PHGLD�FRRUGLQDWLRQ´��

x� 6SHFLILHG�WKDW�D�SHUFHQWDJH�RI�VSHQG�GLUHFWHG�WR�WKH�DG�WHFK�FRPSDQLHV�E\�WKH�DJHQF\�ZDV�WR�EH�
UHWXUQHG� WR� WKH� IRUHLJQ�HQWLW\� LQ�FDVK��7ZR�RI� WKHVH�DJUHHPHQWV�ZHUH�VWUXFWXUHG� LQ� WLHUV��ZLWK�D�
JUHDWHU�SHUFHQWDJH�UHEDWH�OLQNHG�WR�D�KLJKHU�YROXPH�RI�VSHQG��7KH�WKLUG�ZDV�VWUXFWXUHG�DV�D�VWUDLJKW�
SHUFHQWDJH�UHEDWH�WKDW�UHPDLQHG�IL[HG�UHJDUGOHVV�RI�YROXPH��5HEDWH�SHUFHQWDJHV�YDULHG�EHWZHHQ�
���DQG�����DFURVV�WKH�WKUHH�DJUHHPHQWV��

7KH� WKUHH�DG� WHFK�H[HFXWLYHV� OLQNHG� WR� WKH�8�6��DJUHHPHQWV�DOO� LQGHSHQGHQWO\� UHSRUWHG� WR�.�� WKDW� WKH\�
XQGHUVWRRG�±�WKURXJK�HLWKHU�GLUHFW�VWDWHPHQWV�RU�LQQXHQGR�IURP�DJHQF\�UHSUHVHQWDWLYHV�±�WKDW�WKH\�ZRXOG�
QRW�UHFHLYH�EXVLQHVV�IURP�WKH�DJHQF\�LI�WKH\�GLG�QRW�HQWHU�LQWR�WKHVH�VHUYLFH�DJUHHPHQWV��2QH�H[HFXWLYH�
SURYLGHG�.��ZLWK�DQ�HPDLO�IURP�DQ�DJHQF\�HPSOR\HH�VWDWLQJ�WKDW��VLQFH�WKH�VHUYLFH�DJUHHPHQW�KDG�QRW�\HW�
EHHQ�H[HFXWHG��WKH�DJHQF\�KDG�EHHQ�³XQDEOH´�WR�³SXVK´�WKH�DG�WHFK�FRPSDQ\�IRU�EXVLQHVV�DQG�FRXOG�QRW�
³HQFRXUDJH´� WHDPV� WR� XVH� WKH� FRPSDQ\� XQWLO� WKH� FRQWUDFW� KDG� EHHQ� VLJQHG�� 7ZR� RI� WKH� WKUHH� DG� WHFK�
H[HFXWLYHV�XOWLPDWHO\�VLJQHG�WKH�DJUHHPHQWV��ZKLOH�WKH�WKLUG�GLG�QRW���

2I�WKH�WZR�H[HFXWLYHV�ZKR�HQWHUHG�LQWR�WKHVH�DJUHHPHQWV��RQH�VWDWHG�WKDW�³WKHUH�ZDV�]HUR�YDOXH�RWKHU�WKDQ�
MXVW�EHLQJ�FRQVLGHUHG�IRU�EX\LQJ�RU�QRW�´�7KH�RWKHU�UHSRUWHG�WKDW�KH�³QHYHU�KDG�DQ\�FRQWDFW�ZLWK�>WKH�IRUHLJQ�
HQWLW\@��1RW�RQO\�GLG�WKH\�QRW�SURYLGH�DQ\�VHUYLFHV��WKHUH�ZDVQ¶W�HYHQ�D�FRQWDFW�SHUVRQ��:H�ZHUH�MXVW�PHDQW�
WR�ZULWH�WKHP�D�FKHFN�´�

7KH�H[HFXWLYH�ZKRVH�FRPSDQ\�RSWHG�QRW�WR�VLJQ�WKH�DJUHHPHQW�SURYLGHG�.��ZLWK�HPDLO�FRPPXQLFDWLRQV�
EHWZHHQ�WZR�DJHQF\�HPSOR\HHV�LQYROYHG�LQ�WKH�FRQWUDFW�QHJRWLDWLRQV�DQG�VHYHUDO�H[HFXWLYHV�DW�WKH�DG�WHFK�
FRPSDQ\�� ,Q� WKHVH�FRPPXQLFDWLRQV��ERWK�VLGHV� UHIHUHQFHG� WKH� IHH� WR�EH�SDLG� WR� WKH� IRUHLJQ�HQWLW\�DV�D�
³UHEDWH�´�7KH�H[HFXWLYH�VWDWHG�WKDW��DIWHU�KLV�FRPSDQ\¶V�GHFLVLRQ�WR�GHFOLQH�WKH�DJUHHPHQW��DJHQF\�WHDPV�
³ZRXOG�QRW�WDNH�PHHWLQJV´�ZLWK�KLV�FRPSDQ\��DQG�KH�UHFHLYHG�ZKDW�KH�FKDUDFWHUL]HG�DV�D�YHU\�ORZ�OHYHO�RI�
EXVLQHVV�IURP�WKH�DJHQF\���

$V�QRWHG�DERYH��D�IRXUWK�DJUHHPHQW�ZDV�QHJRWLDWHG�WKURXJK�D�QRQ�8�6��RIILFH�RI�WKLV�VDPH�DJHQF\��7KLV�
DJUHHPHQW� LV� FXUUHQWO\� DFWLYH�� $Q� H[HFXWLYH� RI� WKH� DG� WHFK� FRPSDQ\� WKDW� HQWHUHG� LQWR� WKLV� DJUHHPHQW�
UHSRUWHG�WKDW��WKRXJK�WKH�FRQWUDFW�ZDV�QHJRWLDWHG�DEURDG��LW�FRYHUHG�WKH�DJHQF\¶V�VSHQG�RQ�D�JOREDO�OHYHO��
LQFOXGLQJ�LQ�WKH�8�6��:KLOH�WKH�DJUHHPHQW�ZDV�GHVFULEHG�DV�D�³WUDGLQJ�DJUHHPHQW´�UDWKHU�WKDQ�D�³VHUYLFHV�
DJUHHPHQW�´�DQG�LQFOXGHG�D�PRUH�GHWDLOHG�OLVW�RI�VHUYLFHV�WR�EH�UHQGHUHG�E\�WKH�DJHQF\�LQ�H[FKDQJH�IRU�WKH�
UHEDWH��LW�QDPHG�WKH�VDPH�QRQ�8�6��FRXQWHUSDUW\�DV�WKH�WKUHH�DJUHHPHQWV�SUHYLRXVO\�GLVFXVVHG�DQG�ZDV�
VLPLODUO\�VWUXFWXUHG�DV�D�FDVK�UHEDWH�RI�DSSUR[LPDWHO\�����EDVHG�XSRQ�WKH�YROXPH�RI�WKH�DJHQF\¶V�VSHQG��
7KH�VHUYLFHV�LQFOXGHG�LQ�WKLV�DJUHHPHQW�LQFOXGHG�PHHWLQJV��FDOOV��DQG�RWKHU�DFWLYLWLHV�ZKLFK��WKH�H[HFXWLYH�
VDLG��KH�KRSHG�ZRXOG�SURYLGH�DQ�LQWURGXFWLRQ�WR�DJHQF\�VWDII� LQ�RUGHU�WR�GULYH�EXVLQHVV��7KHVH�DFWLYLWLHV�
RFFXUUHG� EXW� GLG� QRW� OHDG� WR� DQ� LQFUHDVH� LQ� EXVLQHVV�� 7KH� H[HFXWLYH� UHSRUWHG� WKDW� LW� ZDV� KLV� FOHDU�
XQGHUVWDQGLQJ� WKDW� WKH� FRQWUDFW� ZDV� D� UHEDWH� DJUHHPHQW� ZLWK� VRPH� WRNHQ� ´VHUYLFHV´� DWWDFKHG� WKDW�
IXQFWLRQHG�DV�D�SUHUHTXLVLWH�IRU�WKH�UHFHLSW�RI�DJHQF\�EXVLQHVV��
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7KLV�VDPH�DG�WHFK�H[HFXWLYH�UHSRUWHG�WKDW��LQ�ODWH�������D�WLPH�ZKHQ�WKH�FRQWUDFW�ZDV�QRW�GXH�WR�EH�UHQHZHG�
RU�UH�QHJRWLDWHG���WKH�DJHQF\�DSSURDFKHG�KLV�FRPSDQ\�WR�³FRQYHUW´�WKH�DJUHHPHQW��$FFRUGLQJ�WR�LQWHUQDO�
FRPSDQ\�HPDLOV�SURYLGHG�WR�.���D�VHQLRU�HPSOR\HH�RI�WKH�DG�WHFK�FRPSDQ\�UHSRUWHG�WR�KLV�FROOHDJXHV�WKDW�
DQ�DJHQF\�HPSOR\HH�WROG�KLP�WKDW�WKH�DJHQF\�ZLVKHG�WR�UHSODFH�DOO�WUDGLQJ�DJUHHPHQWV�ZLWK�WKH�XSGDWHG�
³VHUYLFH�DJUHHPHQWV�´�$�WHPSODWH�RI�WKH�QHZ�DJUHHPHQW��VKDUHG�ZLWK�.���OLVWHG�D�GLIIHUHQW�QRQ�8�6��HQWLW\�
DV�WKH�FRXQWHUSDUW\�DQG�DQ�DPHQGHG�OLVW�RI�VHUYLFHV��LQFOXGLQJ�VHUYLFHV�UHODWHG�WR�GLJLWDO�DG�SHUIRUPDQFH��
YHULILFDWLRQ��DQG�VWUDWHJ\��7KHVH�ZHUH�HQWLUHO\�GLIIHUHQW�IURP�WKH�VHUYLFHV�OLVWHG�RQ�WKH�SUHYLRXV�DJUHHPHQW��
7KH�H[HFXWLYH�WROG�.��WKDW�WKHVH�VHUYLFHV�ZRXOG�KDYH�EHHQ�³QRW�DW�DOO´�XVHIXO�WR�KLV�FRPSDQ\�DQG�ZHUH�³QRW�
DQ\WKLQJ�ZH�ZRXOG�EX\�IURP�WKHP�´�

$V�RI�WKH�WLPH�RI�KLV�LQWHUYLHZ�ZLWK�.���WKLV�H[HFXWLYH�KDG�QRW�DJUHHG�WR�WKH�WHUPV�RI�WKH�QHZ�GHDO��+H�VWDWHG�
WKDW�KH�XQGHUVWRRG�WKDW�WKH�DJHQF\�ZDQWHG�WR�NHHS�WKH�XQGHUO\LQJ�ILQDQFLDO�WHUPV�RI�WKH�FXUUHQW�³WUDGLQJ�
DJUHHPHQW´�DQG�EHOLHYHG�WKDW�WKH�QHZ�DJUHHPHQW�ZDV�MXVW�DQ�DWWHPSW�E\�WKH�DJHQF\�WR�KLGH�D�UHEDWH��

2WKHUV�ZKR�KDG�VLPLODU�DJUHHPHQWV�ZLWK�RWKHU�KROGLQJ�FRPSDQLHV�RU�DJHQFLHV�UHSRUWHG�VLPLODU�FRQFHUQV�
UHJDUGLQJ� WKH� SHUFHLYHG� QHFHVVLW\� RI� HQWHULQJ� LQWR� WKHVH� DJUHHPHQWV� LQ� RUGHU� WR� EHFRPH� D� ³SUHIHUUHG�
SDUWQHU´�RI�D�SDUWLFXODU�DJHQF\��DV�ZHOO�DV�WKH�YDOXH�RI� WKH�VHUYLFHV�SXUFKDVHG��$Q�DG�WHFK�YHQGRU�ZKR�
HQWHUHG�LQWR�D�VHUYLFH�DJUHHPHQW�ZLWK�D�VHSDUDWH�KROGLQJ�FRPSDQ\�UHSRUWHG�WKDW�WKH�LPSOLFLW�PHVVDJH�RI�
WKHVH�DJUHHPHQWV�ZDV��³,I�\RX�GRQ¶W�GR�WKLV�� WKHQ�WKH�PHGLD�UHFRPPHQGDWLRQV�ZLOO�QRW� LQFOXGH�\RX�´�+H�
VWDWHG�� ³7KH�SRZHU� RI� WKH�PHGLD� UHFRPPHQGDWLRQ� LV� WKH� SULPDU\� OHYHUDJH� WKDW� DJHQFLHV� OHYHUDJH� RYHU�
YHQGRUV�´�$QRWKHU�VWDWHG��³7KH�PRQH\�WKDW�ZH�SDLG�ZDV�IRU�UHDO�VHUYLFHV��EXW�ZHUH�WKRVH�VHUYLFHV�ZRUWK�WKH�
SULFH"�1R��RI�FRXUVH�QRW�´�

7KH�PHGLD�VXSSOLHUV�ZKR�GLVFXVVHG�WKLV�SUDFWLFH�GLVFXVVHG�SXUFKDVLQJ�UHVHDUFK�UHSRUWV�IURP�DQ�DJHQF\�
RU� $JHQF\� +ROGLQJ� &RPSDQ\�� 7KUHH� PHGLD� VXSSOLHUV� UHSRUWHG� SD\LQJ� DJHQFLHV� IRU� UHVHDUFK� VWXGLHV��
DOWKRXJK�WKH\�KHOG�GLIIHULQJ�YLHZSRLQWV�RQ�WKH�XVHIXOQHVV�RI�WKLV�PDWHULDO��2QH�RI�WKHVH�LQGLYLGXDOV�VWDWHG�
WKDW� WKHUH�ZDV� ³UHDO� YDOXH´� LQ� WKH� VWXGLHV� KH� SXUFKDVHG� EXW� EHOLHYHG� KH� KDG� RYHUSDLG��+H� VWDWHG� WKDW��
XOWLPDWHO\��KH�ZDV�³KDSS\�WR�SD\�P\�IULHQGV�IRU�VSHQGLQJ�PRQH\�ZLWK�PH�´��

$QRWKHU�RI�WKHVH�PHGLD�VXSSOLHUV�ZKR�RSHUDWHV�LQ�WKH�22+�VSDFH�UHSRUWHG�WKDW�KH�FXUUHQWO\�KDV�ZKDW�KH�
FODVVLILHG�DV�UHEDWH�DJUHHPHQWV�ZLWK�WZR�$JHQF\�+ROGLQJ�&RPSDQ\�22+�DIILOLDWHV��7KLV�LQGLYLGXDO�VWDWHG�
WKDW�KH�SDLG�³VL[�ILJXUH�VXPV´�IRU�D�VHULHV�RI�PDUNHW�UHVHDUFK�UHSRUWV��HDFK�DERXW�WHQ�SDJHV�LQ�OHQJWK��ZKLFK�
ZHUH�ZRUWKOHVV�WR�KLP��7KLV�PHGLD�VXSSOLHU�VWDWHG�WKDW�KH�UHFHLYHG�UHJXODU�LQYRLFHV�IRU�³PDUNHW�UHVHDUFK´�
VHUYLFHV�WLHG�WR�WKH�YROXPH�RI�DJJUHJDWH�FOLHQW�VSHQG��+H�VWDWHG��³,I�,�FRXOG�GR�ZLWKRXW�LW��,�ZRXOG��,I�,�FRXOG�
GHDO�ZLWK�WKH�DJHQF\�RI�UHFRUG�GLUHFWO\�RU�ZLWK�WKH�FOLHQW�GLUHFWO\��,�ZRXOG�«�%XW�,¶YH�VDLG�µ\HV¶�WR�WKHVH�GHDOV�
EHFDXVH�,�NQRZ�WKDW�LI�,�GRQ¶W��D�FRPSHWLWRU�GRZQ�WKH�VWUHHW�ZLOO�JHW�WKH�EXVLQHVV�LQVWHDG�RI�PH�´�

6HYHUDO� IRUPHU� DJHQF\� H[HFXWLYHV� DQG� DQ� 22+� PHGLD� VXSSOLHU� GLVFXVVHG� D� YDULDWLRQ� RQ� WKH� VHUYLFH�
DJUHHPHQW�PHWKRG�WKDW�LV�VSHFLILF�WR�22+�EX\LQJ��2QH�RI�WKHVH�IRUPHU�DJHQF\�H[HFXWLYHV�UHSRUWHG�WKDW��LQ�
WKH�ODWH�����V��KLV�KROGLQJ�FRPSDQ\¶V�22+�DJHQF\�GHYHORSHG�D�SURJUDP�ZLWK�PHGLD�VXSSOLHUV�LQ�ZKLFK�WKH�
PHGLD�VXSSOLHUV�UHWXUQHG�D�SHUFHQWDJH�RI�WKH�$JHQF\�+ROGLQJ�&RPSDQ\¶V�VSHQG�LQ�RUGHU�WR�IXQG�FHUWDLQ�
³UHVHDUFK� WRROV´� WKDW�ZHUH�XOWLPDWHO\�RI�YDOXH� WR� WKH�DJHQFLHV�DQG� WR� WKHLU�FOLHQWV��+H�VWDWHG� WKDW�� LQ�KLV�
RSLQLRQ��WKH�IHH�ZDV�ZDUUDQWHG�EHFDXVH�OHJLWLPDWH�VHUYLFHV�ZHUH�SURYLGHG��

$QRWKHU� IRUPHU�H[HFXWLYH�DW�DQ�22+�DJHQF\�DW� WKH�VDPH�$JHQF\�+ROGLQJ�&RPSDQ\�SURYLGHG�D�VLPLODU�
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DFFRXQWLQJ�RI�WKLV�SURJUDP�DQG�QRWHG�WKDW�WKH�VWDQGDUG�VHUYLFH�IHH�ZDV��������7KLV�H[HFXWLYH�VWDWHG�WKDW��
DOWKRXJK�VHUYLFHV�ZHUH�SURYLGHG�LQ�WKH�HDUO\�\HDUV�RI�WKH�SURJUDP��WKH\�KDG�HIIHFWLYHO\�FHDVHG�RYHU�WKH�ODVW�
ILYH�\HDUV��ZKLOH�WKH�IHH�FKDUJHG�WR�YHQGRUV�UHPDLQHG�LQ�SODFH��,Q�WKH�RSLQLRQ�RI�WKLV�IRUPHU�H[HFXWLYH��WKH�
SURJUDP�KDG�HIIHFWLYHO\�EHFRPH�D�UHEDWH�SURJUDP��

$Q�22+�PHGLD�VXSSOLHU�ZKR�SDUWLFLSDWHG�LQ�D�VHUYLFH�DJUHHPHQW�ZLWK�WKH�22+�DJHQF\�GHVFULEHG�DERYH�
SURYLGHG�.��ZLWK�D�FRS\�RI�KLV������FRQWUDFW��8QGHU�WKH�WHUPV�RI�WKH�FRQWUDFW��WKH�PHGLD�VXSSOLHU�ZDV�GXH�
WR�SD\�WKH�EX\LQJ�JURXS�D�������FRPPLVVLRQ��,Q�UHWXUQ��WKH�22+�DJHQF\�ZRXOG�FUHDWH�UHVHDUFK�WRROV�WR�
VXSSRUW�WKH�22+�DGYHUWLVLQJ�PDUNHW�DQG�SURYLGH�WKH�PHGLD�VXSSOLHU�ZLWK�QHZV�XSGDWHV��SHULRGLF�UHSRUWV�
RQ�LQGXVWU\�LVVXHV��DQG�RWKHU�PDWHULDOV��7KH�PHGLD�VXSSOLHU�VWDWHG�WKDW�KLV�SULQFLSDO�PRWLYDWLRQ�IRU�HQWHULQJ�
LQWR�WKH�GHDO�ZDV�WR�VHFXUH�SD\PHQW�WHUPV��XQGHU�WKH�WHUPV�RI�KLV�GHDO��WKH�KROGLQJ�FRPSDQ\�EX\LQJ�HQWLW\�
ZDV�UHTXLUHG�WR�SD\�KLP�ZLWKLQ����GD\V�LQ�RUGHU�WR�TXDOLI\�IRU�WKH�GLVFRXQW��,Q�H[FKDQJH�IRU�WKHVH�IDYRUDEOH�
SD\PHQW�WHUPV��WKH�PHGLD�VXSSOLHU�VWDWHG�WKDW�KH�ZDV�³KDSS\�WR�SD\´�WKH��������

� 1RQ�8�6��6HUYLFH�$JUHHPHQWV�

:KLOH�WKH�IRFXV�RI�WKLV�VWXG\�ZDV�RQ�SUDFWLFHV�ZLWKLQ�WKH�8�6���.��LQWHUYLHZHG�DQ�H[HFXWLYH�RI�DQ�DG�WHFK�
FRPSDQ\�ORFDWHG�LQ�WKH�8�6��±�EXW�GRLQJ�EXVLQHVV�LQ�QRQ�8�6��PDUNHWV�±�ZKR�SURYLGHG�.��ZLWK�GRFXPHQWDU\�
HYLGHQFH�RI�DQ�$JHQF\�*URXS�UHFODVVLI\LQJ�UHEDWH�DJUHHPHQWV�DV�VHUYLFH�DJUHHPHQWV��7KH�H[HFXWLYH�DOVR�
H[SUHVVHG�D�EHOLHI�WKDW�WKLV�SUDFWLFH�ZDV�D�PHWKRG�RI�FRQFHDOLQJ�UHEDWHV��VXJJHVWLQJ�WKDW�WKH\�ZHUH�QRW�
EHLQJ�SDVVHG�EDFN�WR�FOLHQWV��

7KH�H[HFXWLYH�SURYLGHG�HPDLOV�IURP�HPSOR\HHV�RI�DQ�$JHQF\�*URXS��VHQW�ZLWKLQ�WKH�ODVW�WZR�\HDUV��LQ�ZKLFK�
WKH�HPSOR\HHV�QHJRWLDWHG�D�FDVK�UHEDWH�WR�EH�SDLG�WR�WKH�$JHQF\�*URXS��7KH�H[HFXWLYH�H[SODLQHG�WKDW�WKH�
UHEDWH�ZDV�EDVHG�RQ�QRQ�8�6��VSHQG��LW�ZDV�VWUXFWXUHG�DV�D�IODW�SHUFHQWDJH�RI�$JHQF\�*URXS�VSHQG�ZLWK�
QR�PLQLPXP�VSHQG�WKUHVKROG��2QH�RI�WKH�$JHQF\�*URXS¶V�DJHQFLHV�VXEVHTXHQWO\�LVVXHG�DQ�LQYRLFH�WR�WKH�
DG�WHFK�FRPSDQ\��D�FRS\�RI�ZKLFK�ZDV�SURYLGHG�WR�.���7KH�LQYRLFH�OLVWV�WKH�DPRXQW�GXH�DV�³VHUYLFHV�´�ZKLOH�
WKH�H[HFXWLYH�UHSRUWHG�WKDW�LW��LQ�IDFW��UHSUHVHQWHG�WKH�UHEDWH�IRU�WKLV�QRQ�8�6��VSHQG��7KH�H[HFXWLYH�DOVR�
SURYLGHG�VHYHUDO�RWKHU�LQYRLFHV�IURP�DJHQFLHV�DIILOLDWHG�ZLWK�WKLV�KROGLQJ�FRPSDQ\�IRU�³FRQVXOWLQJ�VHUYLFHV´�
RU� ³DJHQF\� IHHV´� UHODWHG� WR� QRQ�8�6�� VSHQG� GXULQJ� WKH� ODVW� WKUHH� \HDUV� DQG� VWDWHG� WKDW� WKHVH� DOVR�
UHSUHVHQWHG�UHEDWHV�LQVWHDG�RI�SD\PHQW�IRU�VHUYLFHV�UHQGHUHG���

7KH�H[HFXWLYH�UHSRUWHG�WKDW��ZLWKLQ�WKH�ODVW�WZR�\HDUV��KH�KDV�DOVR�SDLG�UHEDWHV�WR�DQRWKHU�$JHQF\�*URXS��
7KRVH� UHEDWHV� DUH� VWUXFWXUHG�� DW� WKH� $JHQF\� *URXS¶V� UHTXHVW�� DV� D� FRPELQDWLRQ� RI� D� FDVK� UHEDWH�
PHPRULDOL]HG�LQ�D�ZULWWHQ�FRQWUDFW�DQG�D�VHFRQG��ODUJHU�SD\PHQW�IRU�´VHUYLFHV´�WKDW�LV�QHJRWLDWHG�RUDOO\�DQG�
QRW�PHPRULDOL]HG� LQ�D�FRQWUDFW��%RWK�RI� WKHVH�SD\PHQWV�DUH�VWUXFWXUHG�DV�D�SHUFHQWDJH�RI� WRWDO� $JHQF\�
*URXS�VSHQG��7KH�³VHUYLFHV´�SURYLGHG�DUH�QRW�XVHIXO��WKH�H[HFXWLYH�UHSRUWHG��,Q�RQH�UHFHQW�\HDU��KH�VWDWHG��
WKH�$JHQF\�*URXS�SURYLGHG�KLP�ZLWK�PXOWLSOH�FRSLHV�RI�D�³XVHOHVV´�UHVHDUFK�UHSRUW�WKDW�³LPPHGLDWHO\�ZHQW�
LQWR�WKH�WUDVK�´�7KH�H[HFXWLYH�VWDWHG�WKDW�KH�SDLG�DW�OHDVW�WZLFH�DV�PXFK�WR�WKH�$JHQF\�*URXS�LQ�WKH�IRUP�RI�
VHUYLFHV�DV�FRPSDUHG�WR�FDVK�UHEDWHV��

7KH�H[HFXWLYH�DUJXHG�WKDW�WKH�FDWHJRUL]DWLRQ�RI�WKHVH�UHEDWHV�DV�VHUYLFHV�LPSOLHG�WKDW�WKH�IXQGV�ZHUH�QRW�
EHLQJ�SDVVHG�EDFN�WR�FOLHQWV��³:K\��WKHQ��GR�DJHQFLHV�DVN�WKDW�RQO\�D����UHEDWH�EH�GRFXPHQWHG�LQ�ZULWLQJ��
ZKLOH�WKH�RWKHU�����UHEDWH� LV�FROOHFWHG� LQ�DQ� LQYRLFH�IRU�VKDG\�VHUYLFHV"´�KH�VWDWHG��³7KH�DJHQFLHV�DUH�
WU\LQJ�WR�KLGH�WKDW�PRQH\��$QG�WKH\�PDNH�LW�FOHDU�WKDW�ZH�DUH�QRW�WR�GLVFXVV�UHEDWHV�ZLWK�WKH�FOLHQW�´�
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�������&RQWUDFWXDO�5HEDWH�3URYLVLRQV�

.�¶V�OLPLWHG�UHYLHZ�RI�DGYHUWLVHU�DJHQF\�FRQWUDFW�ODQJXDJH��DQG�LQWHUYLHZV�RI�DGYHUWLVHUV�DQG�VHYHUDO�PHGLD�
FRQVXOWDQWV�ZLWK�H[SHULHQFH�UHYLHZLQJ�VXFK�FRQWUDFWV��LQGLFDWHG�WKDW�WKHVH�FRQWUDFWV�YDU\�FRQVLGHUDEO\�ZLWK�
UHJDUG� WR� SURYLVLRQV� SHUWDLQLQJ� WR� UHEDWHV� RU� DQ\� RWKHU� ILQDQFLDO� EHQHILWV� JHQHUDWHG� IURP� FOLHQW� PHGLD�
H[SHQGLWXUH��.��REWDLQHG�DQ�H[FHUSW�IURP�RQH�JOREDO�DGYHUWLVHU�DJHQF\�FRQWUDFW�LQ�ZKLFK�WKH�GHILQLWLRQ�RI�
PHGLD�³GLVFRXQWV´�ZDV�H[WHQVLYH��UXQQLQJ�WR����OLQHV��DQRWKHU�FRQWUDFW¶V�GHILQLWLRQ�RI�³$9%V´��DQ�DFURQ\P�
IRU�³$JHQF\�9ROXPH�%RQXVHV´��UDQ�WR����OLQHV��%\�FRQWUDVW��DQ�DGYHUWLVHU�DW�D�8�6��QRQ�SURILW�RUJDQL]DWLRQ��
ZKLFK�KLUHV�DJHQFLHV�RQ�D�SURMHFW�E\�SURMHFW�EDVLV�DQG�KDV�D�UHODWLYHO\�PRGHVW�DGYHUWLVLQJ�EXGJHW��WROG�.��
WKDW�KH�KDG�³QRW�WKURZQ�DQ\�KRUVHSRZHU´�LQWR�DVVHVVLQJ�UHEDWH�ODQJXDJH�LQ�FRQWUDFWV��7KH�VRXUFHV�FLWHG�
DERYH� IXUWKHU� UHSRUWHG� WKDW�PDMRU�PXOWLQDWLRQDO�DGYHUWLVHUV� WHQG� WR�KDYH�PRUH�VRSKLVWLFDWHG�FODXVHV� IRU�
FDSWXULQJ�UHEDWHV�WKDQ�VPDOOHU�EUDQGV��+RZHYHU��WKHUH�LV�YDULDWLRQ�RQ�WKLV�IURQW�DV�ZHOO��$�8�6��EDVHG�IRUPHU�
FKLHI�PDUNHWLQJ�RIILFHU�DW�D�JOREDO�DGYHUWLVHU�VDLG�WKDW�KLV�DJHQF\�FRQWUDFW�UHTXLUHG�PHGLD�FRVWV�WR�EH�SDVVHG�
WKURXJK�ZLWK�QR�PDUNXSV�EXW�GLG�QRW�VSHFLILFDOO\�DGGUHVV�UHEDWHV���

(YHQ�ZKHQ�FRQWUDFWV�GR�DGGUHVV�UHEDWHV��VRXUFHV�WROG�.��WKDW�LW�PD\�EH�GLIILFXOW�IRU�DGYHUWLVHUV�WR�GHWHUPLQH�
ZKDW� WKH\� DUH� RZHG�� .�� UHYLHZHG� UHEDWH�UHODWHG� FODXVHV�� FXUUHQW� DV� RI� ������ IURP� DGYHUWLVHU�DJHQF\�
FRQWUDFWV�IRU�WZR�ODUJH�JOREDO�DGYHUWLVHUV��WKHVH�FODXVHV�FRPSHO�WKH�$25V�WR�SDVV�RQ�DQ\�FDVK�GLVFRXQWV�
RU� UHEDWHV� WKDW� DUH� ³GLUHFWO\� DQG� H[FOXVLYHO\� DWWULEXWDEOH´� WR� WKH� FOLHQW¶V� PHGLD� LQYHVWPHQW�� $� PHGLD�
FRQVXOWDQW�ZKR�KDV�UHYLHZHG�WKLV�H[DFW�VDPH�UHEDWH�FODXVH�LQ�RWKHU�DGYHUWLVHU�DJHQF\�FRQWUDFWV�WROG�.���
³7KH�SUREOHP�LV��LI�\RX¶UH�D�FOLHQW��LW¶V�YHU\�KDUG�WR�XQGHUVWDQG�ZKDW�\RX¶UH�RZHG�DV�D�GLUHFW�UHVXOW�RI�\RXU�
LQYHVWPHQW�´� 7KH� FRQVXOWDQW� VDLG� WKDW� D�PHGLD� VXSSOLHU�PD\� QHJRWLDWH� D� YROXPH�EDVHG� UHZDUG�ZLWK� DQ�
DJHQF\�SDUHQW�HQWLW\�RU�DQ�HQWLW\�DIILOLDWHG�ZLWK�D�FOLHQW¶V�$25��UDWKHU�WKDQ�WKH�$25�LWVHOI��7KHUHIRUH��WKH�
SRUWLRQ�RI�WKDW�UHZDUG�WKDW�LV�RZHG�±�L�H���GLUHFWO\�DQG�H[FOXVLYHO\�DWWULEXWDEOH�±�WR�WKH�FOLHQW�PD\�EH�GLIILFXOW�
WR�FDOFXODWH�EHFDXVH�UHEDWHV�RU�GLVFRXQWV�RIWHQ�IORZ�IURP�D�SRROHG�JURXS�RI�FOLHQW�DG�VSHQGLQJ����

,Q�DGGLWLRQ��XQOLNH�WKH�$25��WKH�DJHQF\�DIILOLDWH�RU�SDUHQW�HQWLW\�PD\�KDYH�QR�FRQWUDFWXDO�REOLJDWLRQ�WR�UHWXUQ�
RU�HYHQ�GLVFORVH�LQFRPH�HDUQHG�IURP�D�FOLHQW¶V�PHGLD�VSHQG��DFFRUGLQJ�WR�WKH�FRQVXOWDQW��7KLV�YLHZ�ZDV�
FRUURERUDWHG� E\� D� IRUPHU� H[HFXWLYH� DW� DQ�22+� DJHQF\� RZQHG� E\� DQ� $JHQF\� +ROGLQJ�&RPSDQ\�� ZKR�
LQGLFDWHG�WKDW�KLV�DJHQF\�UDUHO\�FRQWUDFWHG�GLUHFWO\�ZLWK�DGYHUWLVHUV��HYHQ�WKRXJK�LW�SXUFKDVHG�PHGLD�IRU�
FOLHQW�FDPSDLJQV�DQG�UHFHLYHG�UHEDWHV�IURP�PHGLD�VXSSOLHUV��+H�WROG�.��WKDW�KLV�IRUPHU�DJHQF\�ZDV�QRW�
SULY\�WR��QRU�QHFHVVDULO\�ERXQG�E\��ZKDWHYHU�ODQJXDJH�WKH�DGYHUWLVHU�DJHQF\�FRQWUDFWV�PD\�KDYH�FRQWDLQHG�
UHJDUGLQJ�UHEDWHV��³:HUH�ZH�ERXQG�E\�WKH�VDPH�WHUPV�>DV�WKH�$25@"�0D\EH�´�KH�VDLG��³:KDW�ZHUH�RXU�
REOLJDWLRQV�WR�DGYHUWLVHUV"�:H�ZHUH�VXEFRQWUDFWRUV�WR�FRQWUDFWRUV�´�+H�VDLG�WKDW� WKH�DJHQF\¶V�DSSURDFK�
ZDV�WR�VHW�DVLGH�IXQGV�LQ�HVFURZ�DQG�³SD\�EDFN�FOLHQWV�LI�ZH�JHW�FDXJKW�´�

$�IRUPHU�H[HFXWLYH�DW�DQ�DJHQF\�ZLWKLQ�DQ�$JHQF\�+ROGLQJ�&RPSDQ\�DOVR�VDLG�WKDW�KH�REVHUYHG�FROOHDJXHV�
VWULYLQJ�WR�ILQG�ZD\V�WR�NHHS�UHEDWHV�WKDW�ZRXOG�RWKHUZLVH�SDVV�WKURXJK�WR�FOLHQWV��+H�LQGLFDWHG�WKDW�WKH\�
ZRXOG�H[SORLW�DQ\�SHUFHLYHG� ODWLWXGH�ZLWKLQ�D�FRQWUDFW¶V�GHILQLWLRQ�RI�D� UHEDWH��DV� LI� WKH\�ZHUH�³SOD\LQJ�D�
                                                           
���7KH�FRQVXOWDQW�DGGHG�WKDW�PDQ\�FOLHQWV�KDYH�VWUXFN�RXW�RU�DPHQGHG�WKH�³GLUHFWO\�DQG�H[FOXVLYHO\�DWWULEXWDEOH´�FODXVH�IURP�DJHQF\�
FRQWUDFWV�LQ�UHFHQW�\HDUV��DQG�DV�D�UHVXOW�LW�LV�OHVV�FRPPRQ�WKDQ�LW�XVHG�WR�EH��+RZHYHU��WKH�FRQVXOWDQW�DOVR�SURYLGHG�DQ�H[DPSOH�
IURP������RI�RQH�$JHQF\�*URXS�WKDW��ZKLOH�SLWFKLQJ�IRU�D�SDUWLFXODU�DGYHUWLVHU¶V�JOREDO�PHGLD�EXVLQHVV��UHG�OLQHG�UHEDWH�ODQJXDJH�
WKDW�WKH�FRQVXOWDQW�KDG�LQFOXGHG�LQ�D�SURSRVHG�DGYHUWLVHU�DJHQF\�FRQWUDFW�DQG�UHSODFHG�LW�ZLWK�D�FODXVH�OLPLWLQJ�UHEDWHV�WR�UHYHQXH�
�HDUQHG�DV�D�GLUHFW�UHVXOW´�RI�WKH�DGYHUWLVHU¶V�LQYHVWPHQW���
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JDPH�´�³:HOO��ZKDW�LV�D�UHEDWH"´�WKH\�ZRXOG�DVN��DFFRUGLQJ�WR�WKH�IRUPHU�H[HFXWLYH��7KH�DQVZHU�ZRXOG�RIWHQ�
EH��³QR��WKLV�LV�VRPHWKLQJ�HOVH�´�7KLV�PDQHXYHULQJ�ZDV�DLGHG�E\�WKH�IDFW�WKDW�VRPH�FOLHQW�FRQWUDFWV�RQ�ILOH�
ZHUH�XS�WR�HLJKW�\HDUV�ROG��WKH�IRUPHU�H[HFXWLYH�WROG�.�����

$QRWKHU�KLJK�UDQNLQJ�IRUPHU�H[HFXWLYH�IURP�D�GLIIHUHQW�DJHQF\�ZLWKLQ�DQ�$JHQF\�+ROGLQJ�&RPSDQ\��ZKR�
OHIW� KLV� DJHQF\� DSSUR[LPDWHO\� ILYH� \HDUV� DJR�� GHVFULEHG� KRZ� KLV� DJHQF\� DGRSWHG� D� ³GHIHQVLYH� UHWUHDW´�
DSSURDFK�WR�WUDQVSDUHQF\�UHODWHG�ODQJXDJH�ZLWKLQ�FOLHQW�PDVWHU�VHUYLFH�DJUHHPHQWV��7KH�DJHQF\¶V�GHIDXOW�
SRVLWLRQ��KH�VDLG��ZDV� WR�DYRLG� LQFOXGLQJ�DQ\� WUDQVSDUHQF\�FODXVHV�DW�DOO�� ,I� WKH�FOLHQW� LQVLVWHG�RQ�VRPH�
WUDQVSDUHQF\��WKH�DJHQF\�ZURWH�ODQJXDJH�WKDW�OLPLWHG�KRZ�PXFK�LQIRUPDWLRQ�LW�KDG�WR�GLYXOJH��HYHQ�LQ�WKH�
HYHQW�RI�DQ�DXGLW��³,W�EHFDPH�D�JDPH�RI�ZRUGV�LQ�KRZ�\RX�GHVFULEHG�WKLQJV�´�KH�VDLG��,I�WKH�FOLHQW�SHUVLVWHG�
IXUWKHU�DQG�ZDQWHG�ODQJXDJH�JXDUDQWHHLQJ�WKH�IXOO�UHWXUQ�RI�UHEDWHV�DV�ZHOO�DV�YLVLELOLW\�LQWR�PHGLD�FRVWV��
WKH�DJHQF\¶V�IDOOEDFN�SRVLWLRQ�ZDV�WR�UDWLRQDOL]H�KRZ�FHUWDLQ�SUDFWLFHV�ZHUH�³QHFHVVDULO\�QRQ�WUDQVSDUHQW´�
WR�FOLHQWV��OLNH�LWV�WUDGLQJ�GHVN�PRGHO�RU�WKH�ZD\�LW�EX\V�LQYHQWRU\�DV�D�SULQFLSDO�DQG�DVVXPHV�DOO�RI�WKH�ULVN��
,Q� VXFK� FLUFXPVWDQFHV�� WKH� IRUPHU� H[HFXWLYH� VDLG�� WKH� DJHQF\� H[SODLQHG� WKDW� WKH� EHQHILWV� IURP� VXFK�
SUDFWLFHV�ZHUH�DJJUHJDWHG�DFURVV�PXOWLSOH�FOLHQWV�DQG�FRXOG�QRW�EH�DFFRXQWHG� IRU�RQ�D�³RQH�WR�RQH�QHW�
EDVLV�´��

7KH�VDPH�IRUPHU�DJHQF\�H[HFXWLYH�DGGHG�WKDW�DQDO\]LQJ�FOLHQW�FRQWUDFWV�IRU�FRPSOLDQFH�EHFDPH�D�VWDQGDUG�
DJHQF\� SUDFWLFH� ³DV� WKH� HFRQRPLFV� RI� FOLHQW� SURILWDELOLW\� EHFDPH� PRUH� SUREOHPDWLF´� DQG� DV� FOLHQW�
SURFXUHPHQW� GHSDUWPHQWV� LQFUHDVLQJO\� ³RXWIR[HG´� DJHQFLHV� GXULQJ� FRQWUDFW� UHYLHZV� ZLWK� FODXVHV� WKDW�
FRQVWUDLQHG�WKHLU�DELOLW\�WR�PDNH�VXVWDLQDEOH�SURILW�PDUJLQV��+H�VDLG�WKDW�KLV�DJHQF\�HYDOXDWHG�FRQWUDFWV�
DFURVV�VHYHUDO�YDULDEOHV��VXFK�DV�SD\PHQW�WHUPV�DQG�DJHQF\�IHH�PRGHOV��QRW�MXVW�WUDQVSDUHQF\��

�������$GYHUWLVHUV¶�$ZDUHQHVV�RI�5HEDWHV�
$V�QRWHG�LQ�WKH�0HWKRGRORJ\�VHFWLRQ�RI�WKLV�UHSRUW��.��ZDV�XQDEOH�WR�WUDFH�WKH�IORZ�RI�IXQGV�±�LQFOXGLQJ�
UHEDWH�SD\PHQWV�±�EHWZHHQ�SDUWLHV�LQ�LQGLYLGXDO�FDVHV�ZLWKRXW�FRPSURPLVLQJ�WKH�DQRQ\PLW\�RI�LQGLYLGXDO�
VRXUFHV�DQG��WKHUHIRUH��GLG�QRW�GR�VR��,QYHVWLJDWLYH�DQG�RU�DXGLWLQJ�ZRUN�VXFK�DV�WKLV�ZDV�EH\RQG�WKH�VFRSH�
RI�WKH�VWXG\��6WDWHPHQWV�RI�WKH�FXUUHQW�DQG�IRUPHU�DJHQF\�HPSOR\HHV�ZKR�GLVFXVVHG�NQRZOHGJH�RI�UHEDWHV�
DUH�LQFOXGHG�DERYH��,Q�DGGLWLRQ�WR�WKHVH�VRXUFHV��.��LQWHUYLHZHG����DGYHUWLVHUV�ZKR�KDYH�PDQDJHG�8�6��
PHGLD�EXGJHWV����1RQH�RI�WKHVH�DGYHUWLVHUV�UHSRUWHG�EHLQJ�DZDUH�RI�DQ\�UHEDWHV�RU�RWKHU�ILQDQFLDO�EHQHILWV�
IORZLQJ�EDFN�WR�WKHP�IURP�WKHLU�PHGLD�DJHQFLHV����+RZHYHU��DOO�RI� WKH�DGYHUWLVHUV�H[SUHVVHG�WKH�RSLQLRQ�
WKDW�WKHLU�DJHQFLHV�VKRXOG�SDVV�WKURXJK�DQ\�UHEDWHV�JHQHUDWHG�E\�WKHLU�DG�VSHQG��6RPH�WROG�.��RI�FODXVHV�
LQ�WKHLU�FRQWUDFWV�WKDW�VWDWHG�DV�PXFK��RWKHUV�ZHUH�QRW�DZDUH�RI�ZKDW�WKHLU�FRQWUDFWV�VDLG�RQ�WKH�VXEMHFW�DQG�
FRQFHGHG� WKH\� KDG� QHYHU� H[SOLFLWO\� DVNHG� WKHLU� DJHQFLHV� DERXW� UHEDWHV�� ³:H¶YH� EHHQ� JRLQJ� RQ� WKH�
DVVXPSWLRQ� WKHUH� DUH� QR� $9%V� LQ� WKH�8�6��´� VDLG� RQH� JOREDO� KHDG� RI� SURFXUHPHQW� IRU� DQ� LQWHUQDWLRQDO�
DGYHUWLVHU��³,¶P�QRW�VXUH�LI�ZH¶YH�HYHU�IRUFHG�LW�RXW�RI�WKHP�>WKH�DJHQF\@�LQ�ZULWLQJ�´�7KH�KHDG�RI�PHGLD�IRU�

                                                           
���$QRWKHU�IRUPHU�DJHQF\�H[HFXWLYH�IURP�D�GLIIHUHQW�$JHQF\�*URXS�VDLG�FOLHQWV�RIWHQ�UHO\�RQ�H[SLUHG�PDVWHU�VHUYLFH�DJUHHPHQWV��
$JHQFLHV�KDYH�QR�LQFHQWLYH�WR�DOHUW�FOLHQWV�WKDW�WKHLU�FRQWUDFWV�KDYH�H[SLUHG��KH�VDLG��EHFDXVH�WKH\�IHDU�WKLV�ZLOO�LQYLWH�D�QHZ�SLWFK�IRU�
EXVLQHVV��ZKLFK�SXWV�WKHP�DW�ULVN�RI�ORVLQJ�WKH�FOLHQW¶V�EXVLQHVV���
���$V�QRWHG�LQ�WKH�0HWKRGRORJ\�VHFWLRQ�RI�WKLV�UHSRUW��.��LQWHUYLHZHG����DGYHUWLVHUV�IURP�D�UDQJH�RI�LQGXVWULHV��+RZHYHU��ILYH�RI�
WKHVH�DGYHUWLVHUV�ZHUH�EDVHG�LQ�IRUHLJQ�FRXQWULHV�DQG�KDG�QR�GLUHFW�H[SHULHQFH�PDQDJLQJ�8�6��PHGLD�EXGJHWV��RQH�8�6��EDVHG�
DGYHUWLVHU�KDG�H[SHULHQFH�PDQDJLQJ�D�FUHDWLYH�DG�DJHQF\�RQO\��DQG�DQRWKHU�8�6��EDVHG�DGYHUWLVHU�KDG�QR�H[SHULHQFH�PDQDJLQJ�D�
PHGLD�DJHQF\�EHFDXVH�KLV�ILUP�KDG�EURXJKW�DGYHUWLVLQJ�UHVSRQVLELOLWLHV�LQ�KRXVH��
���7KLV�GRHV�QRW�LQFOXGH�GLVFRXQWHG�DG�UDWHV�RU�RWKHU�EHQHILWV�WKDW�DJHQFLHV�PD\�QHJRWLDWH�IRU�FOLHQWV��VXFK�DV�KRVWLQJ�IUHH�HYHQWV�RU�
VSHDNHU�HQJDJHPHQWV���
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DQRWKHU�JOREDO�DGYHUWLVHU�WROG�.��WKDW�KLV�ILUP�WUDFNV�UHEDWHV�RZHG�E\�LWV�DJHQFLHV�LQ�IRUHLJQ�PDUNHWV��EXW�
QRW�LQ�WKH�8�6��+LV�³ZRUNLQJ�DVVXPSWLRQ´�LV�WKDW�WKH�8�6��LV�D�QRQ�UHEDWH�PDUNHW��7KLV�DVVXPSWLRQ��KH�WROG�
.���LV�EDVHG�RQ�WUXVW�LQ�KLV�DJHQF\�DQG�KLV�XQGHUVWDQGLQJ�RI�WKH�LQWHUQDWLRQDO�UHEDWH�PDUNHW���

)LYH�8�6��EDVHG�DGYHUWLVHUV�UHSRUWHG�WKDW�UHSUHVHQWDWLYHV�RI�WKHLU�$25V�KDG�WROG�WKHP�GLUHFWO\�WKDW�WKH\�GLG�
QRW�FROOHFW�DQ\�UHEDWHV�IURP�PHGLD�VXSSOLHUV��2QH�PDUNHWLQJ�DQG�PHGLD�GLUHFWRU�WROG�.��WKDW�KH�FRQIURQWHG�
KLV�$25�UHJDUGLQJ�WKH�DOOHJDWLRQV�PDGH�E\�IRUPHU�0HGLDFRP�&(2�-RQ�0DQGHO�LQ�0DUFK������DW�WKH�$1$�
0HGLD�/HDGHUVKLS�&RQIHUHQFH��$FFRUGLQJ�WR�WKH�VRXUFH��D�UHSUHVHQWDWLYH�RI�WKH�$25�GHQLHG�WKDW�LW�HQJDJHG�
LQ�WKH�SUDFWLFH�RI�QRQ�GLVFORVHG�UHEDWHV��³7KLV�LV�MXVW�VRXU�JUDSHV�E\�-RQ�0DQGHO��7UXVW�XV�´�7KH�VRXUFH�WROG�
.��WKDW�KH�ZDV�XQVXUH�ZKHWKHU�RU�QRW�WR�EHOLHYH�KLP���

,Q�RWKHU� LQWHUYLHZV��D�GLUHFWRU�RI�PHGLD� LQYHVWPHQW� WROG�.�� WKDW�KH� IHOW� KLV� FRPSDQ\¶V�$25��ZKLFK�ZDV�
FRQQHFWHG�WR�DQ�$JHQF\�+ROGLQJ�&RPSDQ\��ZDV�EHLQJ�KRQHVW�ZKHQ�LW�FODLPHG�LW�GLG�QRW�FROOHFW�UHEDWHV��
+RZHYHU��KH�DGGHG�WKDW�LW�ZDV�SRVVLEOH�WKDW�D�GLIIHUHQW�HQWLW\�ZLWKLQ�WKH�KROGLQJ�FRPSDQ\�VWUXFWXUH�FRXOG�
EH�QHJRWLDWLQJ�QRQ�GLVFORVHG�GHDOV�XVLQJ�KLV�ILUP¶V�DG�VSHQG�ZLWKRXW�KLV�NQRZOHGJH��,Q�DGGLWLRQ��D�PHGLD�
PDQDJHU�DW�D� ODUJH�FRPSDQ\�VSHFXODWHG� WKDW�SRVVLEOH� UHEDWH�VFKHPHV�RU�RWKHU�KLGGHQ�DJHQF\� LQFRPH�
FRXOG�EH�KDQGOHG�WKURXJK�KLV�DJHQF\¶V�ILQDQFH�GHSDUWPHQW�DQG�WKDW�PHGLD�SODQQHUV�DQG�EX\HUV�ZRUNLQJ�RQ�
KLV�PHGLD�DFFRXQW�ZRXOG�VLPSO\�QRW�EH�LQIRUPHG���

:KHQ�DVNHG�LI�KLV�DJHQF\�FRXOG�EH�SDVVLQJ�WKURXJK�UHEDWHV�ZLWKRXW�KLP�UHDOL]LQJ�LW��WKH�KHDG�RI�PHGLD�IRU�
D�8�6��EDVHG�DGYHUWLVHU�ZDV�DGDPDQW�WKDW�VXFK�DFWLYLWLHV�ZRXOG�EH�LQGLFDWHG�RQ�DJHQF\�LQYRLFHV��ZKLFK�DUH�
H[DPLQHG�FORVHO\�E\�KLV�WHDP����,Q�FRQWUDVW��D�IRUPHU�PHGLD�H[HFXWLYH�DW�DQRWKHU�8�6��EDVHG�DGYHUWLVHU�WROG�
.��WKDW�LW�ZDV�LQGHHG�SRVVLEOH�WKDW�KLV�DJHQF\�ZDV�UHWXUQLQJ�UHEDWHV�ZLWKRXW�KLP�RU�KLV�WHDP�NQRZLQJ��³7KH�
QXPEHU�RI�WUDQVDFWLRQV�DQG�LQYRLFHV�LV�EUHDWKWDNLQJ�´�KH�VDLG��³*LYHQ�WKH�FRPSOH[LWLHV��LW
V�OLNHO\�WKDW�WKH\�
ZHUH�UHWXUQHG�DQG�ZH�ZHUH�XQDZDUH�´��

�

�����.��)RXQG�6XEVWDQWLDO�(YLGHQFH�RI�3RWHQWLDOO\�3UREOHPDWLF�$JHQF\�
&RQGXFW�&RQFHDOHG�%\�3ULQFLSDO�7UDQVDFWLRQV�

�������2YHUYLHZ�

'XULQJ�WKH�FRXUVH�RI� WKLV�VWXG\��.��IRXQG�VXEVWDQWLDO�HYLGHQFH� WKDW� WKH� ODFN�RI� WUDQVSDUHQF\� LQKHUHQW� LQ�
SULQFLSDO�WUDQVDFWLRQV�HQDEOHV�DJHQFLHV�WR�HQJDJH�LQ�SRWHQWLDOO\�SUREOHPDWLF�FRQGXFW�±� L�H���FRQGXFW�WKDW�
PD\�QRW�EH�LQ�WKH�DGYHUWLVHU¶V�EHVW�LQWHUHVW��$V�GHVFULEHG�DERYH�LQ�6HFWLRQ��������PDQ\�DGYHUWLVHU�DJHQF\�
FRQWUDFWV� FRQWDLQ� ³RSW�LQ´� SURYLVLRQV� WKDW� SHUPLW� WKH� DJHQF\� WR� SRVLWLRQ� LWVHOI� DV� D� SULQFLSDO� LQ� FHUWDLQ�
WUDQVDFWLRQV��,Q�D�SULQFLSDO�WUDQVDFWLRQ��DQ�HQWLW\�ZLWKLQ�DQ�$JHQF\�+ROGLQJ�&RPSDQ\�HVVHQWLDOO\�DFWV�DV�D�
PHGLD�VXSSOLHU�E\�SXUFKDVLQJ�PHGLD�RQ�LWV�RZQ�EHKDOI�DQG�WKHQ�UHVHOOLQJ�LW�WR�WKH�$25�DW�D�PDUNXS��7KH�
$JHQF\�+ROGLQJ�&RPSDQLHV� OHYHUDJH� WKH�DJJUHJDWH� EX\LQJ�SRZHU�RI�DOO� RI� WKHLU� FOLHQWV� ±� UHJDUGOHVV�RI�
ZKHWKHU�WKH\�RSW�LQ�WR�D�QRQ�GLVFORVHG�EX\LQJ�PRGHO�±�WR�VHFXUH�WKH�KLJKHVW�SRVVLEOH�GLVFRXQWV�IRU�PHGLD�
DQG��FRQVHTXHQWO\��VLJQLILFDQWO\�KLJKHU�PDUJLQV�RQ�UH�VDOH�RI�VXFK�PHGLD�WR�DGYHUWLVHUV��:KHQ�WKH�$25�
                                                           
���7KH�VRXUFH�FRQFHGHG��KRZHYHU��WKDW�KH�FRXOG�RQO\�EH�FHUWDLQ�WKDW�WKH�DJHQF\�ZDV�QRW�FROOHFWLQJ�UHEDWHV�LI�KLV�FRPSDQ\�FRQGXFWHG�
DJHQF\�DXGLWV�DFURVV�DOO�PHGLD�FKDQQHOV��ZKLFK�LW�GRHV�QRW�GR��
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ZLWKLQ�WKH�$JHQF\�+ROGLQJ�&RPSDQ\�VHOOV�WKH�PHGLD�WR�DQ�DGYHUWLVHU��WKH�RULJLQDO�SXUFKDVH�SULFH�±�DV�ZHOO�
DV�RWKHU�SRWHQWLDOO\�UHOHYDQW�LQIRUPDWLRQ�±�LV�QRW�GLVFORVHG��7KHVH�RSW�LQ�SURYLVLRQV�DOVR�OLPLW�WKH�DGYHUWLVHU¶V�
ULJKW�WR�DXGLW�WKH�SULQFLSDO�WUDQVDFWLRQV���

$FFRUGLQJ�WR�LQIRUPDWLRQ�SURYLGHG�WR�.���PDUNXSV�RQ�PHGLD�VROG�WKURXJK�SULQFLSDO�WUDQVDFWLRQV�FDQ�UDQJH�
IURP�DSSUR[LPDWHO\�����WR������6RXUFHV�DOVR�LQGLFDWHG�WKDW��DV�D�UHVXOW�RI�WKHVH�KLJKHU�PDUJLQV��PHGLD�
EX\HUV�DUH�VRPHWLPHV�SUHVVXUHG�DQG�RU�LQFHQWLYL]HG�E\�WKHLU�$JHQF\�+ROGLQJ�&RPSDQLHV�WR�GLUHFW�FOLHQW�
VSHQG� WR� WKLV�PHGLD�� UHJDUGOHVV�RI�ZKHWKHU�VXFK�SXUFKDVHV�DUH� LQ� WKH�FOLHQWV¶�EHVW� LQWHUHVW�� ,Q�DGGLWLRQ��
VRXUFHV�KDYH�VWDWHG�WKDW�WKH�DJHQF\�PD\�QRW�GLVFORVH�WR�WKH�DGYHUWLVHU�WKDW�SUHPLXP�PHGLD�LV�XQDYDLODEOH�
WKURXJK�FHUWDLQ�SULQFLSDO�WUDQVDFWLRQV��

7KLUW\�WKUHH� �����VRXUFHV� LQWHUYLHZHG�E\�.�� UHSRUWHG� ILUVWKDQG�H[SHULHQFH�ZLWK�SULQFLSDO�GHDOV� WKDW� WKH\�
GHHPHG� SUREOHPDWLF�� 7KHVH� VRXUFHV� SURYLGHG� GHWDLOHG� HYLGHQFH� ±� LQFOXGLQJ� UHOHYDQW� GRFXPHQWV� ±�
UHJDUGLQJ�KRZ�SULQFLSDO�WUDQVDFWLRQV�DUH�VWUXFWXUHG�DQG�H[HFXWHG��DV�GHVFULEHG�LQ�WKH�VHFWLRQV�WKDW�IROORZ��

�������$JHQW�YV��3ULQFLSDO�7UDQVDFWLRQV�

'XULQJ� WKH�FRXUVH�RI� WKLV�VWXG\��.�� OHDUQHG� WKDW��ZLWK� UHJDUG� WR�PHGLD�EX\LQJ��DJHQFLHV� W\SLFDOO\�DFW�DV�
DJHQWV� LQ�WKH�8�6��PDUNHW��L�H��� WKH\�EX\�PHGLD�RQ�EHKDOI�RI� WKHLU�FOLHQWV��QRW� IRU� WKHPVHOYHV���+RZHYHU��
QXPHURXV� VRXUFHV� UHSRUWHG� WKDW� PDQ\� FRQWUDFWV� FRQWDLQ� ³RSW�LQ´� SURYLVLRQV� WKDW� SHUPLW� WKH� DJHQF\� WR�
HQJDJH�LQ�FHUWDLQ�SULQFLSDO�WUDQVDFWLRQV�ZLWK�DGYHUWLVHUV��*HQHUDOO\��WKHVH�SULQFLSDO�WUDQVDFWLRQV�LQYROYH�WKH�
DGYHUWLVHU�DJUHHLQJ�WR�DOORZ�WKH�$25�WR�XWLOL]H�DQ�DIILOLDWHG�HQWLW\�ZLWKLQ�WKH�KROGLQJ�FRPSDQ\��VXFK�DV�DQ�
$7'��WR�VXSSO\�PHGLD�WR�WKH�DGYHUWLVHU��7KHUHIRUH��LQVWHDG�RI�WKH�$25�GLUHFWO\�SXUFKDVLQJ�WKH�PHGLD�RQ�WKH�
DGYHUWLVHU¶V� EHKDOI� IURP�DQ�XQUHODWHG� WKLUG�SDUW\�PHGLD� VXSSOLHU�� WKH�$7'�� RU� DQRWKHU� KROGLQJ� FRPSDQ\�
HQWLW\��SXUFKDVHV�WKH�PHGLD�IURP�D�PHGLD�VXSSOLHU�RQ�LWV�RZQ�EHKDOI�DQG�WKHQ�VHOOV�LW�WR�WKH�$25��6RXUFHV�
KDYH� LQIRUPHG�.��WKDW��ZKHQ�DQ�DJHQF\� LV�HQJDJHG�LQ�D�SULQFLSDO�GHDO�ZLWK�DQ�DGYHUWLVHU�� WKH�SULFH�WKH�
$JHQF\� +ROGLQJ� &RPSDQ\� SDLG� IRU� WKH�PHGLD�� DV� ZHOO� DV� SRWHQWLDOO\� RWKHU� UHOHYDQW� LQIRUPDWLRQ�� LV� QRW�
GLVFORVHG�WR�WKH�FOLHQW��

� $JHQW�7UDQVDFWLRQV�'HILQHG�

$�W\SLFDO�DJHQW�UHODWLRQVKLS� LQYROYHV�WKH�$25�DFTXLULQJ�PHGLD�GLUHFWO\� IURP�D�PHGLD�VXSSOLHU��7KH�$25�
WKHQ�ELOOV�WKH�FRVW�RI�WKH�PHGLD�SOXV�LWV�IHH�WR�WKH�DGYHUWLVHU��7KLV�W\SH�RI�WUDQVDFWLRQ�LV�WUDQVSDUHQW�LQ�WKH�
VHQVH�WKDW�WKH�$25¶V�SXUFKDVH�SULFH�IRU�WKH�PHGLD�LV�UHDGLO\�DYDLODEOH�WR�WKH�DGYHUWLVHU��7KH�GLDJUDP�EHORZ�
LOOXVWUDWHV�WKH�IORZ�RI�D�W\SLFDO�DJHQW�WUDQVDFWLRQ��

'LDJUDP�&��7\SLFDO�$JHQW�7UDQVDFWLRQ�

�
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� 3ULQFLSDO�7UDQVDFWLRQV�'HILQHG�

,Q�FRQWUDVW�WR�DQ�DJHQW�WUDQVDFWLRQ��D�SULQFLSDO�WUDQVDFWLRQ�LQYROYHV�DQ�DJHQF\�SXUFKDVLQJ�PHGLD�RQ�LWV�RZQ�
EHKDOI�±�UDWKHU�WKDQ�RQ�EHKDOI�RI�DQ�DGYHUWLVHU�±�DQG�WKHQ�UHVHOOLQJ�WKDW�PHGLD�DW�D�KLJKHU�SULFH�WR�LWV�FOLHQWV���

$V�GHVFULEHG�E\�PXOWLSOH�VRXUFHV��RQH�RI�WKH�PRVW�FRPPRQ�W\SHV�RI�SULQFLSDO�DUUDQJHPHQW�LV�RQH�LQ�ZKLFK�
DQ�DIILOLDWHG�HQWLW\�ZLWKLQ�DQ�$JHQF\�+ROGLQJ�&RPSDQ\�VWUXFWXUH��H�J���DQ�$7'��DFTXLUHV�WKH�PHGLD��7KH�
$25�WKHQ�SXUFKDVHV�WKH�PHGLD�IURP�WKH�$7'�DW�D�VLJQLILFDQW�PDUNXS�DQG�VHOOV�WKH�PHGLD�WR�WKH�DGYHUWLVHU�
DW� WKH�$25¶V�FRVW�DQG�ZLWK�D�ZDLYHU�RI� WKH� W\SLFDO�DJHQF\� IHH��7KLV� W\SH�RI�SULQFLSDO� WUDQVDFWLRQ� LV�QRW�
WUDQVSDUHQW�LQ�WKDW�WKH�SULFH�WKH�$7'�SD\V�IRU�WKH�PHGLD�LV�QRW�GLVFORVHG�WR�WKH�DGYHUWLVHU��,QGHHG��VHYHUDO�
VRXUFHV�LQGLFDWHG�WKDW�WKH�$25�LV�OLNHO\�QRW�LQIRUPHG�RI�WKH�SULFH�WKDW�WKH�$7'�SDLG�IRU� WKH�PHGLD����7KH�
GLDJUDP�EHORZ�LOOXVWUDWHV�WKH�PRQHWDU\�IORZ�RI�D�W\SLFDO�SULQFLSDO�WUDQVDFWLRQ��

�

'LDJUDP�'��7\SLFDO�3ULQFLSDO�7UDQVDFWLRQ�

�

$FFRUGLQJ�WR�PXOWLSOH�VRXUFHV��WKHUH�DUH�WZR�JHQHUDO�PHWKRGV�E\�ZKLFK�DJHQFLHV�DFTXLUH�WKH�PHGLD�XVHG�
IRU�SULQFLSDO�WUDQVDFWLRQV������WKH�DJHQF\�SUH�SXUFKDVHV�WKH�PHGLD��RU�HQWHUV�LQWR�D�GHDO�WR�GR�VR��DQG�����
WKH�DJHQF\�SXUFKDVHV�WKH�PHGLD�SURJUDPPDWLFDOO\��(DFK�RI�WKHVH�PHWKRGV�LV�GLVFXVVHG�EHORZ��

�������0HGLD�3XUFKDVHG�$V�$�3ULQFLSDO� �

$�IRUPHU�&�OHYHO�H[HFXWLYH�RI�DQ�HQWLW\�ZLWKLQ�DQ�$JHQF\�+ROGLQJ�&RPSDQ\�GHVFULEHG�WKH�W\SHV�RI�GHDOV�
WKDW�DJHQFLHV�XVH�WR�DFTXLUH�PHGLD�IRU�SULQFLSDO�GHDOV�DV�³FORVHO\�KHOG�VHFUHWV´�WR�ZKLFK�IHZ�SHRSOH�DUH�
SULY\��+H�IXUWKHU�VWDWHG�WKDW�WKH�$25�OLNHO\�GRHV�QRW�HYHQ�NQRZ�WKH�FRVW�RI�PHGLD�IORZLQJ�WKURXJK�WKH�RWKHU�
HQWLWLHV�ZLWKLQ�WKH�$JHQF\�+ROGLQJV�&RPSDQLHV��LQFOXGLQJ�$7'V��EDUWHU�FRPSDQLHV��DQG�RWKHU�QHJRWLDWLQJ�

                                                           
���7KLV�PRGHO�LV�KHUHLQDIWHU�UHIHUUHG�WR�DV�WKH�³QRQ�GLVFORVHG�PRGHO�´�



 

 

  

���
�

FRPSDQLHV���

.��LQWHUYLHZHG�PXOWLSOH�VRXUFHV�ZKR�ZHUH�NQRZOHGJHDEOH�DERXW�VRPH�RI�WKH�PHWKRGV�XWLOL]HG�E\�DJHQFLHV�
WR�DFTXLUH�PHGLD�IRU�SULQFLSDO�GHDOV��6SHFLILFDOO\��VRXUFHV�GHVFULEHG�IRXU�GLVWLQFW�PHWKRGV��� �

���� DGYDQFH�EX\V��
���� QRQ�GLVFORVHG�YROXPH�GLVFRXQWV��
���� GXDO�UDWH�FDUGV��DQG�
���� EDUWHU��

(DFK�RI�WKHVH�PHWKRGV�LV�GHVFULEHG�EHORZ��

� $GYDQFH�%X\V� �

0XOWLSOH� VRXUFHV� WROG�.�� WKDW� DJHQFLHV� HQJDJH� LQ� ³DGYDQFH� EX\V´� RI� GLJLWDO�PHGLD� ±� L�H��� SXUFKDVHV� LQ�
DGYDQFH� RI� DQ� DGYHUWLVHU¶V� QHHG� IRU� VXFK�PHGLD� ±� LQ� RUGHU� WR� REWDLQ� GLVFRXQWV�� )ROORZLQJ� DQ� DGYDQFH�
SXUFKDVH��WKHUH�LV�D�ZLQGRZ�RI�WLPH�GXULQJ�ZKLFK�WKH�SXUFKDVHG�PHGLD�PXVW�EH�XVHG��7KHUHIRUH��DQ�DJHQF\�
WKHRUHWLFDOO\�UXQV�WKH�ULVN�WKDW�LW�ZLOO�UHDOL]H�D�ORVV�LI�LW�IDLOV�WR�UHVHOO�WKH�PHGLD�ZLWKLQ�WKH�VSHFLILHG�WLPH�SHULRG��
6RXUFHV� UHSRUWHG�� KRZHYHU�� WKDW� DJHQFLHV� WDNH� VSHFLILF� VWHSV� WR� JUHDWO\� PLQLPL]H� WKDW� ULVN�� 5HOHYDQW�
H[DPSOHV�DUH�SURYLGHG�EHORZ��

([DPSOHV�RI�$GYDQFH�%X\V�

%HORZ�LV�DQ�H[DPSOH�RI�KRZ�DQ�DJHQF\�XVHG�WKH�DJJUHJDWHG�EX\LQJ�SRZHU�RI�LWV�FOLHQWV�LQ�DQ�DGYDQFH�EX\�
WR�H[WUDFW�DQ�DGGLWLRQDO�GLVFRXQW�IURP�WKH�PHGLD�VXSSOLHU��WKHUHE\�LQFUHDVLQJ�ERWK�UHYHQXH�DQG�PDUJLQV�IRU�
WKH�$JHQF\�+ROGLQJ�&RPSDQ\��7KLV�H[DPSOH�ZDV�SURYLGHG�WR�.��E\�D�VRXUFH�ZKR�ZRUNHG�DV�DQ�H[HFXWLYH�
IRU� PXOWLSOH� $JHQF\� +ROGLQJ� &RPSDQLHV�� 7KLV� IRUPHU� DJHQF\� H[HFXWLYH� KDG� ILUVWKDQG� LQYROYHPHQW� LQ�
DGYDQFH�EX\V��DQG�KLV�DFFRXQW�ZDV�FRUURERUDWHG�E\�WZR�IXOO\�H[HFXWHG�FRQWUDFWV�WKDW�.��ZDV�SHUPLWWHG�WR�
UHYLHZ�EXW�QRW�PDLQWDLQ���

7KLV� SDUWLFXODU� WUDQVDFWLRQ� LQYROYHG� WKH� VLPXOWDQHRXV� QHJRWLDWLRQ� RI� WZR� DJUHHPHQWV�� ERWK� EHWZHHQ� D�
SULQFLSDO� HQWLW\� ZLWKLQ� DQ� $JHQF\� +ROGLQJ� &RPSDQ\� DQG� WKH� VDPH� GLJLWDO� PHGLD� VXSSOLHU�� 7KH� VRXUFH�
H[SODLQHG�WKDW�WKLV�PHWKRG�RI�QHJRWLDWLQJ�ERWK�DJUHHPHQWV�WRJHWKHU�LV�D�FRPPRQ�SUDFWLFH�XVHG�E\�$JHQF\�
+ROGLQJ�&RPSDQLHV� LQ� RUGHU� WR� OHYHUDJH� WKHLU� DJJUHJDWH� EX\LQJ�SRZHU�� 7KH�EX\LQJ� SRZHU� RI� DOO� RI� WKH�
$JHQF\�+ROGLQJ�&RPSDQ\¶V�FOLHQWV�±�UHJDUGOHVV�RI�ZKHWKHU�WKH\�RSW�LQWR�D�QRQ�GLVFORVHG�EX\LQJ�PRGHO�RU�
QRW�±�LV�XVHG�WR�VHFXUH�WKH�KLJKHVW�SRVVLEOH�GLVFRXQW�IRU�PHGLD�WKDW�WKH�$JHQF\�+ROGLQJ�&RPSDQ\�SXUFKDVHV�
IRU�LWVHOI��7KH�H[LVWHQFH�RI�WKHVH�DJUHHPHQWV�ZRXOG�QRW�EH�YLVLEOH�WR�DGYHUWLVHUV�� ,Q�WKH�LQWHUHVW�RI�FODULW\��
WKH�SDUWLHV�WR�WKHVH�DJUHHPHQWV�DUH�UHIHUUHG�WR�DV�$7'�DQG�PHGLD�VXSSOLHU��UHVSHFWLYHO\���

 �
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'HDO�$��$GYDQFH�3XUFKDVH�RI������������RI�0HGLD�

,Q� WKH� ILUVW� FRQWUDFW� UHYLHZHG� E\� .��� WKH� $7'� DJUHHG� WR� LPPHGLDWHO\� SD\� �����������LQ� H[FKDQJH� IRU�
�����������ZRUWK�RI�PHGLD����7KH�$7'�ZDV�JLYHQ�RQH�\HDU� WR�XWLOL]H� WKH�PHGLD�SXUFKDVHG�DW� WKLV�����
GLVFRXQW���

7KH�PHGLD�SXUFKDVHG�XQGHU�'HDO�$�ZDV�QRW� IRU� LPPHGLDWH�XVH�RQ�DQ�H[LVWLQJ�RUGHU�DQG�� WKHUHIRUH�� WKH�
DJHQF\�ZDV�WHFKQLFDOO\�DW�ULVN�LQ�WKDW�IDLOXUH�WR�VHOO�WKH�PHGLD�ZLWKLQ�WKH�UHTXLUHG�WLPHIUDPH�ZRXOG�UHVXOW�LQ�
D�ORVV��+RZHYHU��WKH�VRXUFH�H[SODLQHG�WKDW�WKHUH�ZDV�QR�WUXH�ULVN�WR�WKH�DJHQF\�EHFDXVH�WKH�DPRXQW�RI�
PHGLD�SXUFKDVHG�LQ�DGYDQFH�ZDV�FRQVLGHUDEO\� ORZHU�WKDQ�WKH�DPRXQW�WKH�DJHQF\�KDG�VROG�WR�FOLHQWV�LQ�
SUHYLRXV�\HDUV�DQG�RU�WKH�PHGLD�ZDV�DOUHDG\�QHHGHG�IRU�PHGLD�SODQV�WKDW�KDG�QRW�\HW�EHHQ�H[HFXWHG����,Q�
OLJKW�RI�WKHVH�VDIHJXDUGV��WKH�VRXUFH�FKDUDFWHUL]HG�WKH�ULVN�WR�WKH�DJHQF\�DV�VR�KLJKO\�PLWLJDWHG�WKDW�WKHVH�
GHDOV�VKRXOG�EH�FRQVLGHUHG�DGYDQFH�EX\V�ZLWK�WKH�DGYHUWLVHUV¶�PRQH\���

)RU�WKLV�SDUWLFXODU�GHDO��WKH�DGYHUWLVHUV�ZKR�RSWHG�LQ�UHFHLYHG�D�GLVFRXQW�RI�DSSUR[LPDWHO\����WR����RII�WKH�
DJHQF\¶V�QHJRWLDWHG�UDWH�IRU�WKH�PHGLD��7R�PRUH�HDVLO\�XQGHUVWDQG�WKH�DJHQF\¶V�PDUJLQ�XQGHU�WKLV�GHDO��LW�
LV�DVVXPHG�E\�ZD\�RI�H[DPSOH�WKDW�WKH�DJHQF\¶V�QHJRWLDWHG�UDWH�IRU�PHGLD�ZDV�������7KH�QHW�HIIHFWLYH�UDWH�
IRU�WKH�GLVFRXQWHG�DGYDQFH�PHGLD�WKH�$JHQF\�+ROGLQJ�&RPSDQ\�UHFHLYHG�ZRXOG�WKHUHIRUH�EH������

7KH�$7'�ZRXOG�WKHQ�PDUN�WKLV�����PHGLD�XS�WR�VRPHZKHUH�EHWZHHQ�����DQG�����EHIRUH�VHOOLQJ�LW�WR�WKH�
$25�DQG��XOWLPDWHO\��WKH�DGYHUWLVHU��IRU�WKH�VDPH�SULFH��,I�WKH�DGYHUWLVHU�KDG�SXUFKDVHG�WKH�PHGLD�GLUHFWO\�
WKURXJK�WKH�$25��WKH�FRVW�RI�WKH�PHGLD�ZRXOG�KDYH�EHHQ������SOXV�WKH�DJHQF\�IHH��7KHUHIRUH��XQGHU�WKLV�
H[DPSOH�� WKH� DGYHUWLVHU� VDYHV� ��� WR� ���RII� WKH� FRVW� RI�PHGLD�� SOXV� WKH�$25¶V� IHH� �ZKLFK� LV�ZDLYHG���
$OWKRXJK�WKH�$7'�LV�SURYLGLQJ�D�GLVFRXQW��WKH�$7'�LV�DOVR�UHDOL]LQJ�D�IDU�JUHDWHU�PDUJLQ������ZLWK�WKH�³���
GLVFRXQW´��DSSUR[LPDWHO\�����ZLWK�WKH�³���GLVFRXQW´��ZLWK�PHGLD�DFTXLUHG�WKURXJK� DGYDQFH�SXUFKDVHV��
HYHQ�ZLWKRXW�WKHLU�QRUPDO�IHH��W\SLFDOO\�DERXW��������

7KH�IRUPHU�DJHQF\�H[HFXWLYH� LQGLFDWHG�WKDW�UHFHLYLQJ�D�FDVK�DGYDQFH� LV�DOVR�D�VLJQLILFDQW�DGYDQWDJH�WR�
PHGLD�VXSSOLHUV��7KH�VRXUFH�H[SODLQHG�WKDW��DOWKRXJK�WKH�PHGLD�VXSSOLHU�PD\�QRW�EH�DEOH�WR�UHFRJQL]H�WKH�
UHYHQXH�XQWLO�WKH�PHGLD�LV�DFWXDOO\�VROG��WKH�FDVK�LV�DYDLODEOH�WR�EH�XVHG�IRU� VWDII��VSDFH��RU� LQYHVWPHQW��
DPRQJ�RWKHU�WKLQJV��$V�VXFK��WKLV�W\SH�RI�GHDO�KDSSHQV�PRVW�RIWHQ�ZLWK�VPDOOHU�PHGLD�VXSSOLHUV��.��ZDV�
DOVR� LQIRUPHG�E\�WKLV�VRXUFH�WKDW�PHGLD�VXSSOLHUV�DUH�WROG�WKDW� LI� WKH\�GR�QRW�DJUHH�WR�WKHVH�GHDOV�� WKHLU�
FRPSHWLWLRQ�ZLOO��

 �

                                                           
���$FFRUGLQJ�WR�WKH�VRXUFH��WKH�PHGLD�VXSSOLHU�FDQQRW�UHFRJQL]H�WKH����������DV�UHYHQXH�XQWLO�WKH�$7'�µSXUFKDVHV¶�WKH�ILUVW�
���������RI�PHGLD��)RU�WKH�LQLWLDO����������RI�PHGLD��WKH�PHGLD�VXSSOLHU�VHQGV�WKH�$7'�LQYRLFHV�IRU�WKH�PHGLD�DW�WKH�UDWH�FDUG�FRVW��
ZKLFK�WKH�$7'�GRHV�QRW�SD\��VLQFH�WKH\�KDYH�SDLG�XSIURQW��)RU�WKH����������LQ�LQYHQWRU\��WKH�PHGLD�VXSSOLHU�VXEPLWV�LQYRLFHV�WR�WKH�
$7'�ZLWK�D�FRVW�RI�����
���$JDLQ��WKLV�H[DPSOH�LV�D�GHVFULSWLRQ�RI�DQ�H[HFXWHG�FRQWUDFW�WKDW�.��ZDV�SHUPLWWHG�WR�UHYLHZ�EXW�QRW�PDLQWDLQ��,Q�DGGLWLRQ�WR�
UHYLHZLQJ�WKH�DFWXDO�DJUHHPHQW��WKH�VSHFLILFV�RI�WKH�DJUHHPHQW�DQG�WKH�FRQWH[W�ZHUH�H[SODLQHG�WR�XV�E\�DQ�LQGLYLGXDO�ZKR�LV�IDPLOLDU�
ZLWK�WKH�GHDOV��
���,Q�DGGLWLRQ��FRQWUDFWV�W\SLFDOO\�LQFOXGH�ODQJXDJH�VSHFLI\LQJ�WKDW�WKH�DJHQF\�EH�QDPHG�D�SULRULW\�FUHGLWRU�LQ�WKH�FDVH�RI�EDQNUXSWF\�
DQG��LI�WKH�PHGLD�VXSSOLHU�LV�VROG�DQG�WKH�$JHQF\�+ROGLQJ�&RPSDQ\�GLVDJUHHV�ZLWK�QHZ�OHDGHUVKLS��FRQWUDFW�WHUPV�VSHFLI\�WKDW�WKH�
DJHQF\�FDQ�GHPDQG�WKH�PRQH\�EDFN��
���7KHVH�SHUFHQWDJHV�GR�QRW�WDNH�LQWR�DFFRXQW�DQ�DJHQF\�IHH��
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'HDO�%��1HJRWLDWHG�'LVFRXQW�IRU�$JHQF\�5DWH�

7KH� VHFRQG� FRQWUDFW� UHYLHZHG� E\�.�� ±�'HDO�%� ±� LV� DQ� DJUHHPHQW� IRU� D� WLHUHG� GLVFRXQW� LQ� UHWXUQ� IRU� D�
JXDUDQWHHG�OHYHO�RI�VSHQG��6SHFLILFDOO\��'HDO�%�UHTXLUHG�WKH�DJHQF\�WR�JXDUDQWHH�D�VSHQG�RI����PLOOLRQ�LQ�
RQH�\HDU��,Q�UHWXUQ��WKH�DJHQF\�ZDV�HQWLWOHG�WR�UHFHLYH�D�GLVFRXQW�RI����RQ�WKH�ILUVW����PLOOLRQ�LQ�VSHQG��
RQFH�WKH����PLOOLRQ�WKUHVKROG�ZDV�UHDFKHG��DQ\�DGGLWLRQDO�PHGLD�SXUFKDVHV�ZRXOG�EH�SURYLGHG�DW�D����
GLVFRXQW��$OO�DJHQF\�FOLHQWV�ZHUH�HOLJLEOH�WR�UHFHLYH�WKLV�GLVFRXQW�UHJDUGOHVV�RI�ZKHWKHU�WKH\�KDG�³RSWHG�LQ´�
WR�D�QRQ�GLVFORVHG�PRGHO��7KLV�GLVFRXQW�ZRXOG�EH�FDOFXODWHG�RII�RI�WKH�DJHQF\�UDWH�FDUG��DQG��DFFRUGLQJ�WR�
WKH�VRXUFH��WKH�VDYLQJV�ZRXOG�EH�OLVWHG�RQ�DQ�LQVHUWLRQ�RUGHU�WKDW�ZRXOG�EH�DFFHVVLEOH�WR�WKH�DGYHUWLVHU���

8QGHU�WKH�WHUPV�RI�'HDO�%��WKH�DJHQF\�ZRXOG�EH�OLDEOH�WR�UHWXUQ�WKH�GLVFRXQW�LQ�WKH�HYHQW�WKDW�WKH����PLOOLRQ�
WKUHVKROG�ZDV�QRW�UHDFKHG��$FFRUGLQJ�WR�WKH�VRXUFH��DQG�DV�H[SODLQHG�DERYH��WKH�DJHQF\�JUHDWO\�PLWLJDWHV�
DQ\�ULVN�EHFDXVH�WKH�JXDUDQWHHG�VSHQG�WKUHVKROG�LV�FDOFXODWHG�EDVHG�XSRQ�WKH�DPRXQW�RI�PHGLD�WKH�DJHQF\�
KDG�VROG�WR�FOLHQWV�LQ�SUHYLRXV�\HDUV�DQG�RU�ZKDW�ZDV�DOUHDG\�QHHGHG�IRU�PHGLD�SODQV�WKDW�KDG�QRW�\HW�EHHQ�
H[HFXWHG��,Q�DGGLWLRQ��WKH�FRQWUDFW�UHYLHZHG�E\�.��FRQWDLQHG�UROO�RYHU�SURYLVLRQV�WKDW�DOORZHG�WKH�DJHQF\�
PRUH�WLPH�WR�PHHW�WKH�VSHQGLQJ�UHTXLUHPHQWV��7KH�VRXUFH�DOVR�LQGLFDWHG�WKDW�LW�ZDV�XQOLNHO\�WKDW�D�PHGLD�
VXSSOLHU�ZRXOG�WDNH�OHJDO�DFWLRQ�DJDLQVW�DQ�$JHQF\�+ROGLQJ�&RPSDQ\��HYHQ�LI�WKH�VSHQGLQJ�WKUHVKROGV�ZHUH�
QRW�PHW�GXULQJ�WKH�H[WHQVLRQ�SHULRG��

7KH�VRXUFH�H[SODLQHG�WKDW�WKH�SHUIRUPDQFH�DJDLQVW�WKHVH�W\SHV�RI�GHDOV�LV�FORVHO\�PDQDJHG��6SHFLILFDOO\��
WKH�VRXUFH� LQGLFDWHG� WKDW� WKHUH�ZRXOG�EH�TXDUWHUO\�PHHWLQJV��SKRQH�FDOOV��DQG�GLUHFWLYHV�JLYHQ� IURP�WKH�
KROGLQJ�FRPSDQ\�OHYHO�WR�OHDGV�DW�WKH�DJHQFLHV�WR�IRFXV�RQ�PRYLQJ�VSHQG�WR�WKH�PHGLD�VXSSOLHU�LQ�RUGHU�WR�
HQVXUH�WKDW�WKH�FRQWUDFWXDO�PLQLPXP�YROXPHV�ZHUH�UHDFKHG��

,Q� VXP�� 'HDOV� $� DQG� %� DUH� QHJRWLDWHG� WRJHWKHU� LQ� RUGHU� WR� OHYHUDJH� WKH� $JHQF\� +ROGLQJ� &RPSDQ\¶V�
DJJUHJDWH� EX\LQJ� SRZHU� WR� DFKLHYH�KLJKHU� GLVFRXQWV� IRU� DGYDQFH�EX\V�� (VVHQWLDOO\�� E\� JXDUDQWHHLQJ� D�
UHODWLYHO\�KLJK�OHYHO�RI�VSHQG�DW�WKH�QHJRWLDWHG�$25�UDWHV��WKH�$JHQF\�+ROGLQJ�&RPSDQ\�LV�DEOH�WR�DFTXLUH�
D�VLJQLILFDQW�EHQHILW�IRU�LWVHOI��ZKLFK�EHFRPHV�QRQ�GLVFORVHG�UHYHQXH�±�QDPHO\��D�����GLVFRXQW�RQ�PHGLD�
SXUFKDVHG�LQ�DGYDQFH��

�
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 �
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'LDJUDP�(��'HDOV�$�DQG�%�±�$GYDQFH�%X\�DQG�'LVFRXQWHG�0HGLD��

� � �
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� �
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7DEOHV���DQG����'HDO�$�DQG�'HDO�%�&RPSDULVRQ�

1RQ�'LVFORVHG�0RGHO�±�'HDO�$�
'LVFRXQWHG�
&RVW�WR�$7'��

$JHQF\�
)HH�

$JHQF\�
0DUNXS�

&RVW�WR�
$GYHUWLVHU��

$JHQF\�
0DUJLQ�����

$JHQF\��
0DUJLQ�����

���� �� ���� ���� ���� ����
�

'LVFORVHG�0RGHO�±�'HDO�%�
&RVW��WR�$25�� $JHQF\�

)HH�
$JHQF\�
0DUNXS�

&RVW�WR�
$GYHUWLVHU�

$JHQF\�
0DUJLQ�����

$JHQF\�
0DUJLQ�����

����� ��� �� ����� ��� ���
�

� 1RQ�'LVFORVHG�9ROXPH�'LVFRXQWV�

$QRWKHU�PHWKRG�E\�ZKLFK�DJHQFLHV�REWDLQ�PHGLD�IRU�SULQFLSDO�WUDQVDFWLRQV�LV�WKURXJK�QRQ�GLVFORVHG�YROXPH�
GLVFRXQWV��6LPLODU� WR� WKH�YROXPH�GLVFRXQW�GHVFULEHG�DERYH��L�H���'HDO�%��� WKH�$JHQF\�+ROGLQJ�&RPSDQ\�
QHJRWLDWHV�D�GHDO�ZLWK�D�PHGLD�VXSSOLHU�IRU�D�GLVFRXQW�EDVHG�XSRQ�D�JXDUDQWHHG�PLQLPXP�VSHQG��+RZHYHU��
ZLWK�WKHVH�GHDOV��WKH�GLVFRXQW�LV�QRW�GLVFORVHG�WR�WKH�DGYHUWLVHUV�RU��OLNHO\��WKH�$25��

%HORZ�LV�DQ�H[DPSOH�RI�D�QRQ�GLVFORVHG�YROXPH�GLVFRXQW�DJUHHPHQW�WKDW�ZDV�SURYLGHG�WR�.��E\�D�VRXUFH�
ZKR�ZRUNHG�DV�DQ�H[HFXWLYH�IRU�PXOWLSOH�$JHQF\�+ROGLQJ�&RPSDQLHV��7KLV�IRUPHU�DJHQF\�H[HFXWLYH��WKH�
VDPH�VRXUFH�ZKR�GHVFULEHG�'HDOV�$�DQG�%�DERYH��DOVR�KDG�ILUVWKDQG�LQYROYHPHQW�LQ�QRQ�GLVFORVHG�YROXPH�
GLVFRXQWV��+LV�DFFRXQW�ZDV�FRUURERUDWHG�E\�WZR�IXOO\�H[HFXWHG�FRQWUDFWV�WKDW�.��ZDV�SHUPLWWHG�WR�UHYLHZ�
EXW�QRW�PDLQWDLQ��7KLV�DJUHHPHQW�LQYROYHG�D�SULQFLSDO�HQWLW\�ZLWKLQ�DQ�$JHQF\�+ROGLQJ�&RPSDQ\�DQG�D�GLJLWDO�
PHGLD�VXSSOLHU��)RU�HDVH�RI�GLVFXVVLRQ�� WKH�SDUWLHV�WR�WKH�DJUHHPHQW�DUH�UHIHUUHG�WR�DV�$7'�DQG�PHGLD�
VXSSOLHU��

8QGHU�WKH�WHUPV�RI�WKLV�FRQWUDFW��WKH�$7'�DJUHHG�WR�VSHQG�����PLOOLRQ�ZLWK�WKH�PHGLD�VXSSOLHU�RYHU�D�WZR�
\HDU�SHULRG������PLOOLRQ�RI�WKDW�VSHQG�ZDV�DOORFDWHG�WR�<HDU����ZKLOH�����PLOOLRQ�ZDV�VORWWHG�IRU�<HDU����7KH�
$7'�ZRXOG�QRW�EH�SHQDOL]HG�IRU�IDLOLQJ�WR�PHHW�WKH�<HDU���UHTXLUHPHQW�RI�����PLOOLRQ��DQ\�VKRUWIDOO�ZRXOG�
EH�UROOHG�LQWR�WKH�<HDU���FRPPLWPHQW��,I�WKH�$7'�H[FHHGHG�WKH�<HDU���WDUJHW��WKH�<HDU���VSHQGLQJ�WDUJHW�
ZRXOG�UHPDLQ�XQFKDQJHG��)RU�H[DPSOH��LI�WKH�$7'�VSHQW�����PLOOLRQ�ZLWK�WKH�PHGLD�VXSSOLHU�LQ�<HDU����LW�
ZRXOG�VWLOO�EH�UHTXLUHG�WR�VSHQG�����PLOOLRQ� LQ�<HDU���� ,Q�H[FKDQJH�IRU� WKLV�JXDUDQWHHG�VSHQG�� WKH�$7'�
UHFHLYHG�D�SHUFHQWDJH�GLVFRXQW�RII�RI�WKH�DJHQF\�UDWH�FDUG��)RU�SXUSRVHV�RI�WKLV�H[DPSOH��WKH�GLVFRXQW�LV�
�����

$FFRUGLQJ�WR�WKH�VRXUFH��WKLV�FRQWUDFW�GRHV�QRW�UHTXLUH�WKH�GLVFRXQW�WR�EH�GLVFORVHG�WR�HLWKHU�DGYHUWLVHUV�RU�
WKH�$25��6LPLODU�WR�WKH�RWKHU�SULQFLSDO�WUDQVDFWLRQV�GHVFULEHG�DERYH��WKH�$7'�PDUNV�XS�WKH�PHGLD�EHIRUH�
VHOOLQJ�LW�WR�WKH�$25��ZKLFK��LQ�WXUQ��VHOOV�WKH�PHGLD�WR�WKH�DGYHUWLVHU��:KHQ�WKH�DGYHUWLVHU�FKRRVHV�WR�RSW�
LQ�WR�XVH�WKH�PHGLD�DFTXLUHG�E\�WKH�$7'��WKH�UDWH�WKDW�LW�SD\V�LV�XOWLPDWHO\�ORZHU�WKDQ�WKH�UDWH�LW�ZRXOG�KDYH�



 

 

  

���
�

SDLG�E\�EX\LQJ�WKH�VDPH�PHGLD�GLUHFWO\�WKURXJK�WKH�$25��L�H���DV�LWV�DJHQW���+RZHYHU��XQGHU�WKH�WHUPV�RI�
WKH�FRQWUDFW��HYHQ�ZKHQ�WKH�DGYHUWLVHU�GRHV�QRW�RSW�LQ��WKH�VSHQG�VWLOO�FRXQWV�WRZDUG�WKH�$7'¶V�JXDUDQWHHG�
PLQLPXP�� 7KLV� LPSRUWDQW� IDFWRU� GHPRQVWUDWHV� KRZ� WKH� QHJRWLDWHG� GLVFRXQW� LV�� LQ� IDFW�� WLHG� WR� WKH� WRWDO�
DJJUHJDWHG�EX\LQJ�SRZHU�RI�LWV�FOLHQWV¶�VSHQG��

7KH�VRXUFH�DOVR�LQGLFDWHG�WKDW��JHQHUDOO\��ZLWK�WKHVH�W\SHV�RI�GHDOV��WKH�GLVFRXQWHG�PHGLD�ZRXOG�W\SLFDOO\�
QRW� LQFOXGH� WKH�PHGLD�VXSSOLHU¶V�EHVW�DYDLODEOH� LQYHQWRU\��DV�PHGLD�VXSSOLHUV�DWWHPSW� WR� LQFOXGH�FHUWDLQ�
EDUULHUV� LQ� WKH�FRQWUDFW�GHVLJQHG� WR�H[FOXGH� WKHLU�SUHPLXP�KLJK�YDOXH� LQYHQWRU\� IURP� WKH�GLVFRXQW�GHDO��
7KHUHIRUH��LI�DQ�DGYHUWLVHU�SXUFKDVHV�PHGLD�WKDW�VWHPV�IURP�WKLV�W\SH�RI�GHDO��SUHPLXP�PHGLD�PD\�QRW�EH�
DYDLODEOH��D� IDFW�ZKLFK�PD\�QRW�EH�GLVFORVHG� WR� WKH�DGYHUWLVHU��+RZHYHU�� IRU�SXUSRVHV�RI� WKH� LOOXVWUDWLRQ�
EHORZ��LW�LV�DVVXPHG�WKDW�WKH�PHGLD�SXUFKDVHG�LV�RI�WKH�VDPH�TXDOLW\��

Diagram F: Non-Disclosed Volume Discount�

7KH�GLDJUDP�EHORZ�RXWOLQHV�WKH�IORZ�RI�D�QRQ�GLVFORVHG�YROXPH�GLVFRXQW�GHDO��

�

�



 

 

  

���
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$FFRUGLQJ�WR�WKH�VDPH�VRXUFH��DQ�DJHQF\¶V�ODUJHVW�FOLHQWV�DUH�FDOOHG�³ZKDOHV´�E\�ERWK�PHGLD�VXSSOLHUV�DQG�
DJHQFLHV��,W�LV�WKH�EX\LQJ�SRZHU�RI�WKHVH�FOLHQWV�WKDW�$JHQF\�+ROGLQJ�&RPSDQLHV�ZLHOG�WR�VHFXUH�GLVFRXQWV�
IRU�DOO�RI�WKHLU�FOLHQWV��.�¶V�VRXUFH�VWDWHG�WKDW�WKHUH�KDV�EHHQ�D�³KXJH�GLVDJUHHPHQW´�EHWZHHQ�DJHQFLHV�DQG�
PHGLD� VXSSOLHUV� DV� WR� ZKHWKHU� WKH� VSHQG� RI� WKHVH� FOLHQWV� VKRXOG� EH� LQFOXGHG� LQ� WKLV� W\SH� RI� GLVFRXQW�
DJUHHPHQW��0DQ\�RI�WKHVH� ODUJH�FOLHQWV�KDYH�GLUHFW�UHODWLRQVKLSV�ZLWK�PHGLD�VXSSOLHUV�DQG��DV�VXFK��WKH�
PHGLD�VXSSOLHUV�RIWHQ�WDNH�WKH�SRVLWLRQ�WKDW�WKH\�RZQ�WKHVH�FOLHQW�UHODWLRQVKLSV��7KH�QHW�HIIHFW�PD\�WKHUHIRUH�
EH�WKDW�PDQ\�³ZKDOHV�´�ZLWK�D�ODUJH�DPRXQW�RI�\HDUO\�VSHQG�DW�D�SDUWLFXODU�PHGLD�VXSSOLHU��DFWXDOO\�PLVV�RXW�
RQ�GLVFRXQWV�EHFDXVH�PHGLD�VXSSOLHUV�KDYH�WKHP�H[FOXGHG�IURP�WKH�GLVFRXQW�GHDOV���

� 'XDO�5DWH�&DUGV� �

$QRWKHU�PHWKRG�IRU�VHFXULQJ�PHGLD�IRU�SULQFLSDO�GHDOV�LQYROYHV�WKH�QHJRWLDWLRQ�DQG�XVH�RI�GXDO�UDWH�FDUGV�
IRU�WKH�VDPH�PHGLD��,Q�WKLV�PHWKRG��$JHQF\�+ROGLQJ�&RPSDQLHV�XVH�WKH�DJJUHJDWH�EX\LQJ�SRZHU�RI�WKHLU�
FOLHQWV�WR�QHJRWLDWH�GLVFRXQWHG�UDWH�FDUGV�IRU�WKHLU�SULQFLSDO�HQWLWLHV��LQFOXGLQJ�$7'V��(VVHQWLDOO\��DQ�HQWLW\�
ZLWKLQ�WKH�$JHQF\�+ROGLQJ�&RPSDQ\����EXW�QRW�WKH�$25��ZLOO�QHJRWLDWH�ZLWK�WKH�PHGLD�VXSSOLHU�IRU�WZR�UDWH�
FDUGV������DQ�$25�UDWH�DQG�����D�ORZHU�$7'�UDWH��,Q�FRQWUDVW�WR�WKH�WUDQVDFWLRQV�GHVFULEHG�DERYH��WKH�GXDO�
UDWH�FDUG�PHWKRG�LQYROYHV�WKH�PHGLD�EHLQJ�SXUFKDVHG�RQ�DQ�DV�QHHGHG�EDVLV�EDVHG�XSRQ�WKH�HVWDEOLVKHG�
UDWH�FDUGV��L�H���WKHUH�DUH�QR�JXDUDQWHHG�VSHQG�UHTXLUHPHQWV�IRU�WKH�$JHQF\�+ROGLQJ�&RPSDQ\���7KHUHIRUH��
WKLV�PHWKRG�LQYROYHV�QR�ULVN�WR�WKH�$JHQF\�+ROGLQJ�&RPSDQ\��

7KH�GXDO�UDWH�FDUG�PHWKRG�ZDV�H[SODLQHG�WR�.��E\�VHYHUDO�GLIIHUHQW�VRXUFHV�ZLWK�GLUHFW�NQRZOHGJH�RI�WKLV�
SUDFWLFH��LQFOXGLQJ�DQ�$JHQF\�+ROGLQJ�&RPSDQ\�H[HFXWLYH�DQG�PXOWLSOH�PHGLD�VXSSOLHUV��7KH�PHWKRG��DV�
FRQYH\HG�E\�WKHVH�VRXUFHV��LV�VXPPDUL]HG�EHORZ��

8VLQJ� WKH� OHYHUDJH� RI� LWV� DJJUHJDWH� EX\LQJ� SRZHU�� WKH� $JHQF\� +ROGLQJ�&RPSDQ\� LV� DEOH� WR� QHJRWLDWH�
GLVFRXQWHG�UDWHV��,Q�WKLV�VFHQDULR��WKH�ORZHU�UDWH�QHJRWLDWHG�E\�WKH�$JHQF\�+ROGLQJ�&RPSDQ\�LV�XWLOL]HG�IRU�
LWV�SULQFLSDO�HQWLWLHV��LQFOXGLQJ�WKH�$7'��,Q�FRQWUDVW��WKH�KLJKHU�UDWH�FDUG�LV�XWLOL]HG�E\�$25V�WR�VHOO�WKH�PHGLD�
GLUHFWO\�WR�DGYHUWLVHUV�LQ�WKH�FDSDFLW\�RI�DQ�DJHQW��DV�RSSRVHG�WR�D�SULQFLSDO���

,I�DQ�DGYHUWLVHU�FKRRVHV�WR�XWLOL]H�WKH�$7'��WKH�$7'�PDUNV�XS�WKH�PHGLD�DQG�VHOOV�LW�WR�WKH�DGYHUWLVHU¶V�$25��
7KH�$25�WKHQ�VHOOV�WKH�PHGLD�DW�LWV�FRVW�WR�WKH�DGYHUWLVHU��$FFRUGLQJ�WR�WKHVH�VRXUFHV��QHLWKHU�WKH�DGYHUWLVHU�
QRU�WKH�$25�NQRZV�WKH�SULFH�WKDW�WKH�$7'�SDLG�IRU�WKH�PHGLD��7KH�$7'�VHOOV�WKH�PHGLD�DW�D�UDWH�WKDW�LV�OHVV�
WKDQ�WKH�UDWH�WKDW�ZRXOG�DSSO\�LI�WKH�PHGLD�ZHUH�REWDLQHG�GLUHFWO\�IURP�WKH�$25��$JDLQ��WKDW�LV�EHFDXVH�WKH�
UDWH�FDUG�QHJRWLDWHG�IRU�XVH�E\�WKH�$25�LV�KLJKHU�WKDQ�WKH�UDWH�FDUG�IRU�WKH�$7'��

 �

                                                           
���)RU�HDVH�RI�GHVFULELQJ�WKLV�H[DPSOH��ZH�ZLOO�VLPSO\�UHIHU�WR�WKH�QHJRWLDWLQJ�HQWLW\�DV�WKH�$JHQF\�+ROGLQJ�&RPSDQ\��



 

 

  

���
�

,Q�WKH�H[DPSOH�GLDJUDPPHG�EHORZ��WKH�$25�UDWH�LV�������ZKLOH�WKH�$7'�UDWH�LV�����IRU�WKH�VDPH�PHGLD�
IURP�WKH�VDPH�PHGLD�VXSSOLHU��7\SLFDOO\��WKH�$7'�ZLOO�PDUN�XS�WKH�PHGLD�WR�D�SRLQW�ZKHUH�WKHUH�LV�VWLOO�D�
VDYLQJV�WR�WKH�DGYHUWLVHU��,Q�WKLV�H[DPSOH��WKH�FRVW�RI�WKH�PHGLD�WR�WKH�DGYHUWLVHU��LI�SXUFKDVHG�WKURXJK�WKH�
$7'��LV������+DG�WKH�DGYHUWLVHU�SXUFKDVHG�WKH�PHGLD�WKURXJK�WKH�$25��WKH�FRVW�ZRXOG�KDYH�EHHQ������
SOXV�WKH�DJHQF\�IHH��7KLV��DFFRUGLQJ�WR�WKH�VRXUFHV�GHVFULEHG�DERYH��LV�E\�GHVLJQ��7KH�SULFH�WKDW�WKH�$7'�
SDLG�IRU�WKH�PHGLD�LV�XQNQRZQ�WR�ERWK�WKH�DGYHUWLVHU�DQG�WKH�$25��7KH�DGYHUWLVHU�EHOLHYHV�WKDW�LW�LV�JHWWLQJ�
D�GLVFRXQW��EXW�ERWK�UDWHV�±�DQG�WKH�PDUJLQV�±�DUH�DFWXDOO\�FRQWUROOHG�E\�WKH�$JHQF\�+ROGLQJ�&RPSDQ\��QRW�
WKH�PHGLD�VXSSOLHU���

�

'LDJUDP�*��'XDO�5DWH�&DUG�

�

�

�
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7DEOHV���DQG����'XDO�5DWH�&DUG�&RPSDULVRQ�

1RQ�'LVFORVHG�0RGHO�

'LVFRXQWHG�
&RVW�WR�
$7'�

$JHQF\�
)HH�

$JHQF\�
0DUNXS�

&RVW�WR�
$GYHUWLVHU��

$JHQF\�
0DUJLQ�����

$JHQF\��
0DUJLQ�����

���� �� ���� ���� ���� ����

�

'LVFORVHG�0RGHO�

&RVW��WR�
$25�

$JHQF\�
)HH�

$JHQF\�
0DUNXS�

&RVW�WR�
$GYHUWLVHU�

$JHQF\�
0DUJLQ�����

$JHQF\�
0DUJLQ�����

����� ��� �� ����� ��� ���

�

,Q�DQRWKHU�H[DPSOH�RI�D�GXDO�UDWH�FDUG�DJUHHPHQW��D�&�OHYHO�H[HFXWLYH�IRU�D�PHGLD�VXSSOLHU�LQIRUPHG�.��
WKDW�KLV�FRPSDQ\�DOUHDG\�KDG�DQ�H[LVWLQJ�UDWH�FDUG�ZLWK�DQ�$JHQF\�+ROGLQJ�&RPSDQ\�IRU�XVH�E\�LWV�$25V�
ZKHQ�WKH�$7'�VRXJKW�D�GLVFRXQWHG�UDWH�FDUG��7KH�VRXUFH�VDLG�WKH�GLVFRXQW�WKDW�WKH�$7'�XOWLPDWHO\�DFKLHYHG�
WKURXJK�QHJRWLDWLRQV�ZDV�DSSUR[LPDWHO\������$FFRUGLQJ�WR�WKH�VRXUFH��WKH�$7'�UDWH�FDUG�DQG�WKH�$25�UDWH�
FDUG�ZHUH�SDUW�RI�WKH�VDPH�GHDO��³,W�ZDV�DOO�ZUDSSHG�XS�WRJHWKHU��,W�ZDV�YHU\�FOHDU�\RX�FRXOGQ¶W�MXVW�KDYH�
D>Q@�>$25@�GHDO�DQG�QRW�KDYH�>WKH�$7'@�SDUW�RI� LW�´�7KH�VRXUFH�H[SODLQHG�WR�.��WKDW�WKH�DJHQF\�QHWZRUN�
HVVHQWLDOO\�OHYHUDJHG�WKH�$25V¶�DJJUHJDWH�VSHQG�LQ�RUGHU�WR�FRQYLQFH�WKH�PHGLD�VXSSOLHU�WR�FRQVHQW�WR�WKH�
UHGXFHG�UDWH�FDUG�IRU�WKH�$7'��� �

� � %DUWHU�

$FFRUGLQJ�WR�VRXUFHV��EDUWHU�GHDOV�DUH�KLJKO\�FRPSOH[�DQG�IHZ�SHRSOH�KDYH�DQ�LQ�GHSWK�XQGHUVWDQGLQJ�RI�
WKHLU�RSHUDWLRQV��$W�D�YHU\�KLJK�OHYHO��EDUWHU�GHDOV�DUH�WUDGLQJ�DUUDQJHPHQWV�WKDW�DJHQFLHV�FDQ�XVH�WR�DFTXLUH�
PHGLD� IRU� SULQFLSDO� GHDOV�� 6RPH� EDUWHU� FRPSDQLHV� RSHUDWH� XQGHU� WKH� XPEUHOOD� RI� DQ� $JHQF\� +ROGLQJ�
&RPSDQ\���

,Q� VRPH�VFHQDULRV�� DGYHUWLVHUV�ZRUN�GLUHFWO\�ZLWK� EDUWHU� FRPSDQLHV� WR� WUDGH�GLVWUHVVHG�RU�XQGHUXWLOL]HG�
DVVHWV��$�&�OHYHO�H[HFXWLYH�RI�D�EDUWHU�FRPSDQ\�SURYLGHG�WKH�IROORZLQJ�H[DPSOH�RI�KRZ�DQ�DGYHUWLVHU�XVHV�
D�EDUWHU�FRPSDQ\�WR�DFTXLUH�PHGLD�IRU�XVH�LQ�SULQFLSDO�GHDOV��,Q�KLV�H[DPSOH��ZKLFK�ZDV�EDVHG�RQ�DQ�DFWXDO�
DJUHHPHQW�� D�PDQXIDFWXUHU� KDG� GHYHORSHG� QHZ� SDFNDJLQJ� DQG�� DV� D� UHVXOW�� KDG� VWRFNSLOHV� RI� WKH� ROG�
SDFNDJLQJ�LQ�LQYHQWRU\��7KH�EDUWHU�FRPSDQ\�DJUHHG�WR�EX\�WKH�RXWGDWHG�SURGXFW�DW�ZKROHVDOH�SULFHV��ZKLFK�
DPRXQWHG�WR�DSSUR[LPDWHO\����PLOOLRQ��,Q�H[FKDQJH��WKH�DGYHUWLVHU�DJUHHG�WR�SXUFKDVH����PLOOLRQ�ZRUWK�RI�
PHGLD�WKURXJK�WKH�EDUWHU�FRPSDQ\��D�VPDOO�IUDFWLRQ�RI�WKH�RYHUDOO�PHGLD�EXGJHW�RI�WKH�DGYHUWLVHU��7KH�EDUWHU�
FRPSDQ\�VROG�RU�WUDGHG�WKH�RXWGDWHG�SURGXFW�DW�D�ORVV��+RZHYHU��WKH�EDUWHU�FRPSDQ\�DFTXLUHG�GLVFRXQWHG�
PHGLD�WKURXJK�RWKHU�EDUWHU�GHDOV�WR�IXOILOO�WKH����PLOOLRQ�VSHQG�IRU�WKH�DGYHUWLVHU�WR�FRYHU�WKH�ORVVHV�DQG�
UHDOL]H�D�SURILW��,Q�WKH�H[DPSOH�SURYLGHG��79�ZDV�WKH�PHGLD�WKDW�WKH�EDUWHU�FRPSDQ\�VROG�WR�WKH�DGYHUWLVHU��



 

 

  

���
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%DUWHU�FRPSDQLHV�DOVR�HQJDJH� LQ� OHVV�FRPSOLFDWHG�DGYDQFH�EX\V�RI�PHGLD��$Q�H[HFXWLYH� IURP�D�PHGLD�
VXSSOLHU�H[SODLQHG�WKDW�KH�LV�ERWK�DSSURDFKHG�E\�EDUWHU�FRPSDQLHV�DQG�VHHNV�WKHP�RXW�WR�HQJDJH�LQ�GHDOV��
*HQHUDOO\��LI�KH�LV�DSSURDFKHG�E\�D�EDUWHU�FRPSDQ\��LW�LV�IRU�D�FXUUHQW�PHGLD�QHHG�IRU�D�SDUWLFXODU�DGYHUWLVHU��
L�H���WKH�EDUWHU�FRPSDQ\�LV�DOUHDG\�ZRUNLQJ�ZLWK�DQ�DGYHUWLVHU�RQ�D�EDUWHU�GHDO�DQG�QHHGV�WR�DFTXLUH�PHGLD�
WR�FRPSOHWH�WKH�GHDO��$FFRUGLQJ�WR�WKH�VRXUFHV��WKH�PHGLD�VXSSOLHU�WDNHV�³D�ELJJHU�KLW�RQ�LWV�PDUJLQ´�ZKHQ�
ZRUNLQJ�ZLWK�EDUWHU�FRPSDQLHV��

$V�DQ� H[DPSOH�� WKH�VRXUFH�GHVFULEHG�D�VLWXDWLRQ� LQ�ZKLFK� WKH�PHGLD�VXSSOLHU�ZRXOG�DSSURDFK�D�EDUWHU�
FRPSDQ\�ZKHQ�WKH�PHGLD�VXSSOLHU�ZDV�IDOOLQJ�VKRUW�RI�LWV�UHYHQXH�WDUJHWV��7KH�PHGLD�VXSSOLHU�HQWHUHG�LQWR�
D�GHDO�ZLWK�D�EDUWHU�FRPSDQ\�LQ�ZKLFK�WKH�EDUWHU�FRPSDQ\�DJUHHG�WR�LPPHGLDWHO\�EX\�D�TXDQWLW\�RI�PHGLD��
IRU�H[DPSOH����PLOOLRQ�ZRUWK��DW�IXOO�SULFH��7KLV�DOORZHG�WKH�PHGLD�VXSSOLHU�WR�UHFRJQL]H�WKH�UHYHQXH�LQ�WKH�
FXUUHQW�TXDUWHU�� ,Q�H[FKDQJH��WKH�EDUWHU�FRPSDQ\� UHFHLYHG�D�VXEVWDQWLDOO\�GLVFRXQWHG�UDWH�ZLWK�ZKLFK�WR�
SXUFKDVH�D�ODUJHU�TXDQWLW\�RI�PHGLD��IRU�H[DPSOH����PLOOLRQ��LQ�WKH�QH[W�TXDUWHU�� �

$V�GLVFXVVHG�DERYH�LQ�6HFWLRQ��������DQ�H[HFXWLYH�IRU�D�FRQVXOWLQJ�ILUP��ZKR�ZDV�DOVR�D�IRUPHU�KLJK�OHYHO�
H[HFXWLYH�ZLWKLQ�DQ�$JHQF\�+ROGLQJ�&RPSDQ\��H[SODLQHG�WKDW��LQ�DSSUR[LPDWHO\�������KH�DQG�KLV�FROOHDJXHV�
QRWLFHG� WKDW� DJHQFLHV� EHJDQ� LQVHUWLQJ� WKH� WHUP� ³LQYHQWRU\� PHGLD´ �� �LQWR� FRQWUDFWV� ZLWK� DGYHUWLVHUV���
$FFRUGLQJ�WR�WKH�VRXUFH��DIWHU�PDNLQJ�LQTXLULHV��WKH�VRXUFH�DQG�KLV�FROOHDJXHV�GHWHUPLQHG�WKDW�LQYHQWRU\�
PHGLD�ZDV�LQVHUWHG�WR�DOORZ�DJHQFLHV�WR�DFTXLUH�³KXJHO\�GLVFRXQWHG´�PHGLD�WKURXJK�EDUWHU��� �

�������0HGLD�3XUFKDVHG�3URJUDPPDWLFDOO\� �

� %DVLFV�RI�3URJUDPPDWLF�7UDQVDFWLRQV�

$Q�DJHQF\¶V�SURJUDPPDWLF�SXUFKDVH�RI�PHGLD�IRU�DQ�DGYHUWLVHU�LV�QRW�D�SULQFLSDO�WUDQVDFWLRQ�SHU�VH��,QGHHG��
WKHUH� DUH� DJHQFLHV� DQG� FRPSDQLHV� WKDW� SURYLGH� WUDQVSDUHQW� SURJUDPPDWLF� EX\LQJ� RSWLRQV�� +RZHYHU��
DFFRUGLQJ�WR�QXPHURXV�VRXUFHV��PDQ\�DJHQFLHV�WUHDW�SURJUDPPDWLF�EX\LQJ�DV�D�SULQFLSDO�WUDQVDFWLRQ���

%X\LQJ�PHGLD�SURJUDPPDWLFDOO\�LV�D�FRPSOH[�IXQFWLRQ�WKDW�LQFOXGHV�HVVHQWLDO�SOD\HUV�DQG�WHFKQRORJ\�DORQJ�
WKH� YDOXH�FKDLQ��7KH� LQQHU�ZRUNLQJV�RI�SURJUDPPDWLF�EX\LQJ�ZDV�H[SODLQHG� WR�.��E\�PXOWLSOH� VRXUFHV��
LQFOXGLQJ�IRUPHU�$JHQF\�+ROGLQJ�&RPSDQ\�$7'�HPSOR\HHV�DQG�LQGLYLGXDOV�IURP�LQGHSHQGHQW�WUDGLQJ�GHVNV�
DQG�DG�WHFK�FRPSDQLHV��7KH�SURJUDPPDWLF�VDOHV�GLVFXVVHG�LQ�WKLV�UHSRUW�LQYROYH�D�UHDO�WLPH�ELGGLQJ�SURFHVV�
LQ�DQ�RSHQ�PDUNHW��'XULQJ�WKHVH�WUDQVDFWLRQV��PHGLD�LV�SODFHG�IRU�VDOH��WKH�PHGLD�LV�SXUFKDVHG��DQG�WKH�DG�
LV�VHUYHG�LQ�IUDFWLRQV�RI�D�VHFRQG��%HORZ�LV�D�VLPSOLILHG��KLJK�OHYHO�RYHUYLHZ�RI�SURJUDPPDWLF�WUDQVDFWLRQV����

x� 0HGLD� VXSSOLHUV� SURYLGH�PHGLD� WR� D� VXSSO\� VLGH� SODWIRUP� �³663´�� WR� EH� VROG� SURJUDPPDWLFDOO\��
*HQHUDOO\��DW�WKH�PHGLD�VXSSOLHU¶V�UHTXHVW��D�³IORRU´�SULFH�FDQ�EH�VHW�EHORZ�ZKLFK�WKH�PHGLD�ZLOO�QRW�
EH�VROG��$FFRUGLQJ�WR�DQ�DG�WHFK�H[HFXWLYH�ZLWK�SULRU�DJHQF\�H[SHULHQFH��WKH�663�ZLOO�PDUN�XS�WKH�
PHGLD�DSSUR[LPDWHO\��������

                                                           
���$V�SUHYLRXVO\�GLVFXVVHG�LQ�6HFWLRQ��������D�PHGLD�FRQVXOWDQW�IDPLOLDU�ZLWK�WKLV�WHUP�UHSRUWHG�WKDW��LQ�KLV�H[SHULHQFH��LQYHQWRU\�
PHGLD�JHQHUDOO\�UHIHUV�WR�LQYHQWRU\�WKDW�DQ�$JHQF\�+ROGLQJ�&RPSDQ\�EX\V�DV�D�SULQFLSDO��
���7KHUH�DUH�RWKHU�SOD\HUV�DQG�WHFKQRORJLHV�LQYROYHG�LQ�SURJUDPPDWLF�EX\LQJ��H�J���DG�VHUYHUV���7KHVH�KDYH�EHHQ�LQWHQWLRQDOO\�
RPLWWHG�IRU�HDVH�RI�GLVFXVVLRQ�LQ�WKLV�VHFWLRQ��
���$Q�H[HFXWLYH�IURP�DQ�LQGHSHQGHQW�WUDGLQJ�GHVN�SURYLGHG�WKLV�HVWLPDWH��
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x� 7KH�663�WKHQ�LQWHUDFWV�ZLWK�WKH�GHPDQG�VLGH�SODWIRUP��³'63´��WR�IDFLOLWDWH�WKH�ELGGLQJ�SURFHVV��7KH�
'63�DOVR�SURYLGHV�WKH�FRQGXLW�IRU�EX\HUV�WR�FRPSOHWH�SXUFKDVHV��$FFRUGLQJ�WR�WKH�H[HFXWLYH�FLWHG�
DERYH��WKH�'63�ZLOO�PDUN�XS�WKH�PHGLD�DSSUR[LPDWHO\������7KH�EX\HU��IRU�H[DPSOH��DQ�$7'��ZLOO�
DOVR�PDUN�XS�WKH�PHGLD�EHIRUH�UH�VHOOLQJ��$V�PHQWLRQHG�DERYH��PDQ\�$JHQF\�+ROGLQJ�&RPSDQLHV�
WUHDW� WKHVH�SURJUDPPDWLF�EX\V�DV� QRQ�WUDQVSDUHQW� SULQFLSDO� WUDQVDFWLRQV�DQG�� WKHUHIRUH�� GR� QRW�
GLVFORVH�WKHLU�PDUNXSV�WR�WKH�DGYHUWLVHU���

�

'LDJUDP�+��5HDO�7LPH�3URJUDPPDWLF�%X\LQJ�

.��QRWHV�WKDW�WKH�EHORZ�GLDJUDP�UHSUHVHQWV�NH\�SDUWLFLSDQWV�LQ�D�SURJUDPPDWLF�EX\LQJ�WUDQVDFWLRQ�DQG�LV�
QRW�LQWHQGHG�WR�FDSWXUH�HYHU\�LQWHUPHGLDU\�HQWLW\�LQYROYHG�LQ�WKLV�SURFHVV��

�

�

$�VRXUFH�ZKR�UHFHQWO\�KHOG�&�OHYHO�SRVLWLRQV�DW�HQWLWLHV�ZLWKLQ� WZR�GLIIHUHQW�$JHQF\�+ROGLQJ�&RPSDQLHV��
H[SODLQHG� WKDW� QRQ�GLVFORVHG� ³EODFN� ER[´���GHDOV� ZHUH� RULJLQDOO\� GHVLJQHG� WR� PDNH� LW� HDVLHU� IRU� PHGLD�
VXSSOLHUV�WR�VHOO�PHGLD�DW�D�GLVFRXQW�ZLWKRXW�FUHDWLQJ�XQUHDOLVWLF�SULFH�H[SHFWDWLRQV�RQ�WKH�SDUW�RI�DGYHUWLVHUV��
$FFRUGLQJ� WR� WKH� VDPH� VRXUFH�� KRZHYHU�� LQFUHDVLQJ� UHYHQXH� SUHVVXUH� ZLWKLQ� WKH� $JHQF\� +ROGLQJ�
&RPSDQLHV� OHG� WR� D� GHSDUWXUH� IURP� WKLV� RULJLQDO� SXUSRVH�� 7RGD\�� WKH� VRXUFH� UHSRUWHG��$JHQF\�+ROGLQJ�
&RPSDQLHV�H[SORLW�WKH�LQKHUHQW�DQRQ\PLW\�RI�WKLV�PHWKRG�E\�WDNLQJ�ODUJH��QRQ�GLVFORVHG�PDUNXSV�RQ�WKH�
PHGLD�VROG�WKURXJK�EODFN�ER[�WUDQVDFWLRQV���

                                                           
���7KH�VRXUFH�XVHG�WKH�WHUP�³EODFN�ER[´�DV�D�UHIHUHQFH�WR�QRQ�WUDQVSDUHQW�WUDQVDFWLRQV�ZKHUH�WKH�DJHQF\¶V�FRVW�RI�WKH�PHGLD�DQG�
WKH�VRXUFH�RI�WKH�PHGLD�ZHUH�QRW�GLVFORVHG�WR�WKH�DGYHUWLVHU�E\�WKH�DJHQF\���
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$V�DQ�H[DPSOH��WKH�VRXUFH�VWDWHG�WKDW�WKH�DJHQF\�ZRXOG�XVH�DQ�$7'�WR�DFTXLUH�PHGLD��WUDQVIHU�WKH�PHGLD�
WR�DQ�DIILOLDWHG�WHFKQRORJ\�HQWLW\�ZLWKLQ�WKH�$JHQF\�+ROGLQJ�&RPSDQ\��DQG�WKHQ�WUDQVIHU�LW�DJDLQ�WR�D�GLIIHUHQW�
WHFKQRORJ\� FRPSDQ\�ZLWKLQ� WKH�$JHQF\�+ROGLQJ�&RPSDQ\�� WDNLQJ�PDUNXSV�DW� HDFK�SRLQW����7KH� VRXUFH�
VWDWHG�WKDW�WKLV�DFWLYLW\�FRXOG�EH�GHPRQVWUDWHG�E\�WUDFNLQJ�SL[HOV�RU�FRRNLHV�RQ�VSHFLILF�SLHFHV�RI�LQYHQWRU\��

�
'LDJUDP�,��$JHQF\�+ROGLQJ�&RPSDQ\�0DUNXS�

�

$JHQF\�WUDGLQJ�GHVNV�DUH�QRW�RQO\�XVHG�IRU�SURJUDPPDWLF�UHDO�WLPH�ELGGLQJ�LQ�RSHQ�PDUNHWV�EXW�DOVR�DV�
SULYDWH� PDUNHWSODFHV� �� �7KURXJK� WKH� SULYDWH� PDUNHWSODFH�� DJHQFLHV� KDYH� WKH� DELOLW\� WR� DXWRPDWH� WKH�
SXUFKDVH�RI�WKH�PHGLD�DFTXLUHG�WKURXJK�PHWKRGV�VXFK�DV�WKRVH�GHVFULEHG�LQ�6HFWLRQ�������RI�WKLV�UHSRUW��

$�&�OHYHO�H[HFXWLYH�RI�DQ�DG�WHFK�ILUP�VWDWHG�WKDW�DJHQFLHV�XVH�LWV�VRIWZDUH�WR�ORDG�LQYHQWRU\�LQWR�SULYDWH�
PDUNHWSODFHV�� �$FFRUGLQJ� WR� WKH� VRXUFH�� ZKHQ� WKH� DG� WHFK� ILUP�� ZKLFK� KDV� YLVLELOLW\� LQWR� WKHVH� SULYDWH�
PDUNHWSODFHV��ILQGV�WKH�FRPSDUDEOH�LQYHQWRU\�DW�D�OHVV�H[SHQVLYH�UDWH��LW�LQIRUPV�WKH�DJHQF\��+RZHYHU��LQ�
WKH�VRXUFH¶V�H[SHULHQFH��WKH�DJHQF\�LV�QHYHU�LQWHUHVWHG�LQ�XVLQJ�WKH�PHGLD�ZLWK�WKH�PRUH�IDYRUDEOH�UDWHV�
DQG�FRQWLQXHV�WR�SXVK�VSHQGLQJ�ZLWK�WKH�SDUWLFXODU�PHGLD�VXSSOLHU�LGHQWLILHG�E\�WKH�DJHQF\��$V�D�UHVXOW�RI�
WKLV��WKH�VRXUFH�VXVSHFWV�WKDW�DJHQFLHV�DUH�UHFHLYLQJ�LQFHQWLYHV�WR�XWLOL]H�FHUWDLQ�PLG�WLHU�PHGLD�VXSSOLHUV����
�

                                                           
���,Q�KLV�H[DPSOH��WKH�VRXUFH�SURYLGHG�WKH�DFWXDO�HQWLWLHV�WKDW�ZRXOG�EH�LQYROYHG�ZLWKLQ�D�VSHFLILF�$JHQF\�+ROGLQJ�&RPSDQ\��
���$�SULYDWH�PDUNHWSODFH�FRQWDLQV�D�SRRO�RI�PHGLD�WKDW�KDV�EHHQ�SUHYLRXVO\�DFTXLUHG�E\�DQ�$JHQF\�+ROGLQJ�&RPSDQ\�WKURXJK�
PHWKRGV�LQFOXGLQJ�WKRVH�GHVFULEHG�LQ�6HFWLRQ�������RI�WKLV�UHSRUW���
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�������/DFN�RI�7UDQVSDUHQF\�ZLWK�$7'V�

$V� GLVFXVVHG� DERYH�� DJHQFLHV� XWLOL]H� $7'V� DV� D� YHKLFOH� IRU� QRQ�WUDQVSDUHQW� SULQFLSDO� WUDQVDFWLRQV��
+RZHYHU��VHYHUDO�VRXUFHV�LQGLFDWHG�WR�.��WKDW�LW�LV�XQFOHDU�ZKHWKHU�DGYHUWLVHUV�WUXO\�XQGHUVWDQG�ZKDW�WKH\�
DUH�RSWLQJ�LQWR�ZKHQ�WKH\�DXWKRUL]H�WKHLU�$25V�WR�SXUFKDVH�PHGLD�IURP�$7'V�LQ�D�QRQ�GLVFORVHG�PRGHO��

$�KLJK�OHYHO�HPSOR\HH�RI�D�WUDGH�DVVRFLDWLRQ�VWDWHG�WKDW�VRPH�DGYHUWLVHUV�GR�QRW�XQGHUVWDQG�KRZ�WKH�³GLJLWDO�
PRGHO´�ZRUNV��LQFOXGLQJ�SURJUDPPDWLF�EX\LQJ��WKH\�PD\�SHUFHLYH�WKDW�WKHUH�LV�VRPH�ZURQJGRLQJ�ZKHQ��LQ�
IDFW��WKH�DGYHUWLVHU�KDV�H[SOLFLWO\�RSWHG�LQ�WR�SXUFKDVH�VSDFH�ZLWKRXW�WKH�DELOLW\�WR�VHH�WKH�XQGHUO\LQJ�FRVWV��
7KH�VRXUFH�IXUWKHU�VWDWHG�WKDW�WKH�DGYHUWLVHU�PD\�QRW�IXOO\�XQGHUVWDQG�WKH�WHUPV�RI�WKH�FRQWUDFW�WR�ZKLFK�LW�
KDV�DJUHHG��

$�IRUPHU�H[HFXWLYH�IRU�PXOWLSOH�$JHQF\�+ROGLQJ�&RPSDQLHV�H[SODLQHG�WR�.��WKDW��³OHJDOO\�´�FOLHQWV�KDYH�WR�
RSW�LQ�WR�QRQ�GLVFORVHG�GHDOV��$FFRUGLQJ�WR�WKH�IRUPHU�H[HFXWLYH��ZLWK�VRPH�DGYHUWLVHUV��WKH�PDUNHWLQJ�WHDP�
PD\�QRW�EH�DZDUH�RI�WKH�WHUPV�WR�ZKLFK�WKH\�DUH�DJUHHLQJ��PRVWO\�GXH�WR�D�ODFN�RI�FRRUGLQDWLRQ��7KH�VRXUFH�
HVWLPDWHG�WKDW�RQO\�DERXW�����RI�FOLHQWV�XQGHUVWDQG�WKH�SKLORVRSK\�EHKLQG�WKH�QRQ�GLVFORVHG�PRGHO��:KLOH�
WKHVH�RSW�LQ�DJUHHPHQWV�VD\�WKDW�D�FOLHQW�UHFRJQL]HV�WKDW�WKH�$JHQF\�+ROGLQJ�&RPSDQ\�LV�WDNLQJ�D�ULVN�DQG�
ZLOO�WDNH�D�PDUJLQ��WKH�VRXUFH�VWDWHG�WKDW�DGYHUWLVHUV�GR�QRW�KDYH�D�JRRG�XQGHUVWDQGLQJ�RI�KRZ�PXFK�PDUJLQ�
LV�WDNHQ���

7KLV�ODFN�RI�WUDQVSDUHQF\�KDV�FDXVHG�VRPH�DGYHUWLVHUV�WR�WDNH�DFWLRQ��$�KLJK�OHYHO�PDUNHWLQJ�HPSOR\HH�RI�
DQ�DGYHUWLVHU�LQIRUPHG�.��WKDW�KLV�FRPSDQ\�DWWHPSWHG�WR�DXGLW�WKH�$7'�DIILOLDWHG�ZLWK�WKH�DGYHUWLVHU¶V�$25�
EHFDXVH�RI�FRQFHUQV�UHJDUGLQJ�QRQ�WUDQVSDUHQF\��$IWHU�WKH�DXGLW��WKH�DGYHUWLVHU�GHFLGHG�WR�EXLOG�LWV�RZQ�
WUDGLQJ�GHVN��

,Q�FRQWUDVW�WR�WKH�DERYH��D�IRUPHU�KLJK�OHYHO�HPSOR\HH�RI�DQ�$7'�H[SODLQHG�WR�.��ZK\�KH�WKRXJKW�WKH�$7'�
PRGHO�FRXOG�EH�EHQHILFLDO� WR�DGYHUWLVHUV��7KH� IRUPHU�HPSOR\HH�GHVFULEHG�D� ³IL[HG�EX\´�PHWKRG� WKDW�KH�
EHOLHYHG� ZDV� DFWXDOO\� EHWWHU� IRU� WKH� DGYHUWLVHU� WKDQ� WKH� WUDGLWLRQDO� FRPPLVVLRQ�EDVHG� PHWKRG� RI�
FRPSHQVDWLRQ��,Q�KLV�H[DPSOH�����PLOOLRQ�ZRXOG�EH�SURYLGHG�DV�D�IODW�IHH�WR�WKH�$7'�WR�PHHW�FHUWDLQ�PHWULFV��
LQFOXGLQJ�OHYHO�RI�SHUIRUPDQFH��IRU�D�SDUWLFXODU�DGYHUWLVLQJ�FDPSDLJQ��$VVXPLQJ�WKDW�WKH�$7'�ZDV�DEOH�WR�
DFKLHYH�WKRVH�PHWULFV�IRU�DQ�DPRXQW�OHVV�WKDQ����PLOOLRQ��WKH�UHPDLQGHU�ZRXOG�EH�WKH�DJHQF\¶V�WR�NHHS��
&RQYHUVHO\��WKH�DJHQF\�FDUULHV�WKH�ULVN�WKDW�LW�PD\�FRVW�PRUH�WR�PHHW�WKH�SUHGHWHUPLQHG�PHWULFV��

$FFRUGLQJ�WR�WKH�IRUPHU�HPSOR\HH��WKH�FRPPLVVLRQ�EDVHG�PHWKRG�LQFHQWLYL]HV�WKH�DJHQF\�WR�VSHQG�PRQH\�
VLQFH�LW�LV�EHLQJ�SDLG�DV�D�SHUFHQWDJH�RI�VSHQG��7KH�VRXUFH�VWDWHG�WKDW��ZLWK�WKH�FRPPLVVLRQ�PRGHO��³,�KDYH�
WR�VSHQG�PRUH�WR�PDNH�PRQH\�´�7KURXJK� WKH�$7'� IL[HG�EX\�PHWKRG��KRZHYHU�� WKH�VRXUFH�HQFRXQWHUHG�
VLWXDWLRQV�LQ�ZKLFK�VSHQGLQJ�OHVV�DFWXDOO\�PDGH�PRUH�VHQVH�IRU�WKH�FOLHQW��,Q�HVVHQFH��WKH�$7'�ZDV�DEOH�WR�
DFKLHYH�EHWWHU�UHVXOWV�IRU�OHVV�PRQH\��,Q�WKHVH�VFHQDULRV��WKH�$7'�ZRXOG�NHHS�WKH�GLIIHUHQFH�DQG�DFKLHYH�
D�KLJKHU�SURILW��� �

�������3HUFHLYHG�$GYDQWDJHV�IRU�$GYHUWLVHUV�

6RXUFHV�WROG�.��WKDW�SULQFLSDO�GHDOV�ZHUH�DWWUDFWLYH�WR�DGYHUWLVHUV�IRU�WZR�PDLQ�UHDVRQV������WKH�FRVW�RI�WKH�
PHGLD�DSSHDUV�WR�EH�ORZHU��DQG�����WKHUH�LV�QR�DJHQF\�IHH�IRU�SULQFLSDO�GHDOV��7KHUH�LV�UHDVRQ�WR�GRXEW�WKH�
YDOLGLW\�RI�ERWK�SHUFHLYHG�DGYDQWDJHV��
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� /RZHU�&RVW�IRU�0HGLD�

$V�GLVFXVVHG�LQ�6HFWLRQ�������DERYH��WKH�FRVW�RI�PHGLD�WR�DQ�DGYHUWLVHU�LV�JHQHUDOO\�OHVV�ZKHQ�SXUFKDVHG�
WKURXJK�D�SULQFLSDO�HQWLW\��VXFK�DV�DQ�$7'��WKDQ�LI�SXUFKDVHG�WKURXJK�DQ�$25��+RZHYHU��LW�LV�LPSRUWDQW�WR�
QRWH� WKDW� WKH�$JHQF\�+ROGLQJ�&RPSDQ\� LV� RQO\� DEOH� WR� DFTXLUH� WKH�PHGLD� DW� D� VLJQLILFDQWO\� ORZHU� UDWH�
EHFDXVH�LW�OHYHUDJHV�WKH�DJJUHJDWH�EX\LQJ�SRZHU�RI�LWV�FOLHQWV�WKURXJK�WKH�PHWKRGV�OLVWHG�DERYH��,W�LV�DOVR�
LPSRUWDQW�WR�QRWH�WKDW�DGYHUWLVHUV�GR�QRW�UHFHLYH�WKH�IXOO�EHQHILW�RI�WKH�QHJRWLDWHG�GLVFRXQW��0RUHRYHU��WKH�
H[WHQW� WR�ZKLFK� WKH�$7'�PDUNV�XS� WKH�PHGLD� LV�QRW�YLVLEOH� WR� WKH�DGYHUWLVHU�EHFDXVH� WKH�PRGHO� LV�QRQ�
WUDQVSDUHQW���

$� IRUPHU� KLJK�OHYHO� H[HFXWLYH� ZLWKLQ� DQ� $JHQF\� +ROGLQJ� &RPSDQ\� SURYLGHG� DQ� H[DPSOH� RI� KRZ� QRQ�
WUDQVSDUHQF\�FUHDWHV�WKH�RSSRUWXQLW\�IRU�WKH�$7'�WR�PDNH�HQRUPRXV�PDUJLQV�RQ�LWV�PHGLD�VDOHV��7KH�IRUPHU�
H[HFXWLYH�VWDWHG�WKDW��ZKHQ�WKH�$7'�LV�XWLOL]HG��FOLHQWV�GR�QRW�OHDUQ�WKH�GLIIHUHQFH�EHWZHHQ�ZKDW�WKH�$7'�
SDLG�IRU� LQYHQWRU\�DQG�ZKDW�LW�FKDUJHV�WKH�DGYHUWLVHU��7KH�VRXUFH�VWDWHG�³LI�D�FOLHQW�VD\V�� µ:H¶OO�SD\�����
PLOOLRQ�LQ�GLJLWDO�LQYHQWRU\�¶�EXW�ZH�VHFXUH�LW�IRU�����PLOOLRQ��WKH\�GRQ¶W�NQRZ�´�7KH�HQG�UHVXOW�LV�WKDW��ZLWK�DQ�
$7'�� WKH� WRS� OLQH�FRVW�PD\�EH� ORZHU�EXW� WKH�SHUFHQWDJH�RI�DGYHUWLVHU�VSHQG� WKDW�JRHV� WR�DFWXDO�PHGLD�
SXUFKDVHV�PD\�EH�ORZHU��WRR���

,Q� DGGLWLRQ�� DV� GLVFXVVHG� DERYH�� SUHPLXP� PHGLD� PD\� EH� H[FOXGHG� IURP� VRPH� RI� WKHVH� SULQFLSDO�
WUDQVDFWLRQV��D�IDFW�WKDW�LV�QRW�YLVLEOH�WR�DGYHUWLVHUV��7KHUHIRUH��ZLWK�VRPH�WUDQVDFWLRQV��WKH�ORZHU�FRVW�PD\�
QRW�EH�IRU�WKH�VDPH�TXDOLW\�RI�PHGLD��

� 1R�$JHQF\�)HH�

6LQFH�WKHUH�LV�QR�DJHQF\�IHH�IRU�VRPH�PHGLD�SXUFKDVHG�WKURXJK�SULQFLSDO�HQWLWLHV��DGYHUWLVHUV�EHOLHYH�WKDW�
WKH\�DUH�ORZHULQJ�WKHLU�PHGLD�EX\LQJ�FRVWV��%HFDXVH�WKHUH�LV�QR�VHSDUDWH�OLQH�LWHP�IRU�WKH�DJHQF\¶V�IHH��
SULQFLSDO�GHDOV�JLYH�WKH�DSSHDUDQFH�WKDW�PRUH�PRQH\�LV�JRLQJ�GLUHFWO\�WR�PHGLD�VSHQG��$V�GHVFULEHG�E\�D�
IRUPHU�$JHQF\�+ROGLQJ�&RPSDQ\�H[HFXWLYH��WKH�JUHDWHU�WKH�SURSRUWLRQ�RI�D�FOLHQW¶V�EXGJHW�WKDW�LV�DOORFDWHG�
WR�D�QRQ�GLVFORVHG�PRGHO��WKH�VPDOOHU�WKH�DJHQF\�³IHH´�DSSHDUV�RQ�D�SODQ�EHFDXVH�LW�LV�DFWXDOO\�³EDNHG�LQ´�
WR�WKH�QRQ�GLVFORVHG�EXGJHW��

'HVSLWH� WKH� DEVHQFH� RI� DQ� DJHQF\� IHH�� $JHQF\�+ROGLQJ�&RPSDQLHV� FDQ� DFKLHYH� KLJKHU� UHYHQXHV� DQG�
PDUJLQV�WKURXJK�SULQFLSDO�WUDQVDFWLRQV��$�VRXUFH�ZKR�KHOG�KLJK�OHYHO�H[HFXWLYH�SRVLWLRQV�DW�PXOWLSOH�$JHQF\�
+ROGLQJ�&RPSDQLHV�VWDWHG�WKDW�$7'V�DUH�WKH�PRVW�SURILWDEOH�HQWLWLHV�ZLWKLQ�WKH�KROGLQJ�FRPSDQ\��$�IRUPHU�
$7'�H[HFXWLYH�WROG�.��WKDW�WKH�PDUJLQV�IRU�KLV�$7'�DYHUDJHG�DSSUR[LPDWHO\������ZLWK�VRPH�KLJKHU�DQG�
VRPH�ORZHU�GHSHQGLQJ�XSRQ�WKH�VLWXDWLRQ���

�������,QWHUQDO� 3UHVVXUH� WR� 'LUHFW� 6SHQG� WR� WKH� $JHQF\¶V� 3ULQFLSDO� (QWLWLHV� DQG�
,QYHVWPHQWV�

$FFRUGLQJ�WR�PXOWLSOH�VRXUFHV��KLJKHU�PDUJLQV�KDYH�FDXVHG�$JHQF\�+ROGLQJ�&RPSDQLHV�WR�GLUHFW�D�JUHDWHU�
SHUFHQWDJH�RI�FOLHQWV¶�VSHQG�WR�$7'V�DQG�RWKHU�SULQFLSDO�HQWLWLHV��D�PDQGDWH�ZLWK�WKH�SRWHQWLDO�WR�LQIOXHQFH�
EX\LQJ�GHFLVLRQV�PDGH�RQ�EHKDOI�RI�FOLHQWV��$FFRUGLQJ�WR�.�¶V�VRXUFHV��PXOWLSOH�PHWKRGV�DUH�EHLQJ�XVHG�WR�
DFKLHYH�WKLV�JRDO��DOO�RI�ZKLFK�DUH�GHVFULEHG�EHORZ��
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� ,QWHUQDO�3UHVVXUH�DQG�6SHFLILF�'LUHFWLYHV�WR�$25V�

0XOWLSOH�VRXUFHV�WROG�.��WKDW�$JHQF\�+ROGLQJV�&RPSDQLHV�DUH�SUHVVXULQJ�DQG�RU�LVVXLQJ�GLUHFWLYHV�WR�$25V�
WR�GLUHFW�DGYHUWLVHUV¶�VSHQG�WR�$7'V�RU�SUHIHUUHG�PHGLD�VXSSOLHUV��%HORZ�DUH�VRPH�H[DPSOHV�RI�WKLV�SUDFWLFH��

x� $V�DQ�H[DPSOH�RI�DQ�$JHQF\�+ROGLQJ�&RPSDQ\�UHTXLULQJ�WKDW�VSHQG�EH�GLUHFWHG�WR�DQ�$7'��.��
ZDV�SURYLGHG�ZLWK�D�FRS\�RI�DQ�HPDLO�IURP�DQ�H[HFXWLYH�DW�DQ�$25�WR�KLV�WHDP��,Q�WKH�HPDLO��VHQW�
ZLWKLQ�D�PRQWK�RI�WKH�FORVH�RI�WKH�ILVFDO�\HDU�� WKH�$25�H[HFXWLYH�VWDWHG�WKDW�DQ�$JHQF\�+ROGLQJ�
&RPSDQ\�H[HFXWLYH�KDG�PDQGDWHG�WKDW�DQ�DGGLWLRQDO����PLOOLRQ�LQ�VSHQG�EH�GLUHFWHG�WR�WKH�$7'�E\�
WKH�HQG�RI�WKH�ILVFDO�\HDU�GXH�WR�ORZHU�WKDQ�H[SHFWHG�UHYHQXH����7KH����PLOOLRQ�UHGLUHFWLRQ�RI�VSHQG�
ZDV�WKH�WRWDO�UHTXLUHPHQW�IRU�PXOWLSOH�DJHQFLHV�ZLWKLQ�WKH�KROGLQJ�FRPSDQ\��

7KH�H[HFXWLYH�WKHQ�GLUHFWHG�WKH�WHDP�WR��ZLWKLQ�D�IHZ�GD\V��FRPH�XS�ZLWK�D�FOLHQW�E\�FOLHQW�SODQ�WR�
UH�GLUHFW�WKH�UHTXLUHG�DPRXQW�RI�VSHQG�WR�WKH�$7'��7KLV�HPDLO�FOHDUO\�GHPRQVWUDWHV�WKDW�WKH�SULPDU\�
UHDVRQ�IRU�WKH�DJHQF\�UHGLUHFWLQJ�FOLHQWV¶�VSHQG�ZDV�WKH�GHVLUH�WR�DFKLHYH�D�KLJKHU�SURILW�IRU�WKH�
$JHQF\�+ROGLQJ�&RPSDQ\��7KH�HPDLO�FRQWDLQV�QR�PHQWLRQ�RI�ZKHWKHU�WKH�UHGLUHFWLRQ�VKRXOG�EH�LQ�
WKH�FOLHQWV¶�EHVW�LQWHUHVW��QRU�LV�WKHUH�DQ\�HYLGHQFH�WR�VXJJHVW�WKDW�DQ\�IDFWRU�RWKHU�WKDQ�DJHQF\�
SURILW�ZDV�FRQVLGHUHG�LQ�PDNLQJ�WKLV�GHFLVLRQ���

x� $QRWKHU�IRUPHU�H[HFXWLYH�DW�DQ�$JHQF\�+ROGLQJ�&RPSDQ\�ZKR�OHIW�ZLWKLQ�WKH�ODVW�WZR�\HDUV�VWDWHG�
EURDGO\�WKDW�WKH�JRDO�RI�WKH�$JHQF\�+ROGLQJ�&RPSDQLHV�LV�WR�GLUHFW�DW�OHDVW�����RI�GLJLWDO�EXVLQHVV�
WKURXJK�DIILOLDWHG�HQWLWLHV��VXFK�DV�$7'V��WR�IDFLOLWDWH�WKLV�PDUNXS���

x� $� IRUPHU� &�OHYHO� H[HFXWLYH� IRU� DQ� 22+� DJHQF\� ZLWKLQ� DQ� $JHQF\� +ROGLQJ� &RPSDQ\� VDLG� KLV�
PDQDJHPHQW�ZRXOG�SUHVVXUH�SODQQHUV�DQG�EX\HUV�WR�LQFUHDVH�VSHQGLQJ�ZLWK�PHGLD�VXSSOLHUV�ZKR�
KDG�DJUHHG�WR�UHYHQXH�JHQHUDWLQJ�SUDFWLFHV�WKDW�ZHUH�QRW�WUDQVSDUHQW�WR�FOLHQWV��H�J���PDUNXSV�RQ�
LQYHQWRU\�WKDW�WKH�DJHQF\�ERXJKW�DV�D�SULQFLSDO���³:DV�>$JHQF\@���FKDQQHOLQJ�EXVLQHVV�WR�FHUWDLQ�
YHQGRUV�UHJDUGOHVV�RI�WKH�EHVW�LQWHUHVWV�RI�WKH�PHGLD�SODQ"�$EVROXWHO\�´�KH�VDLG��7KH�VRXUFH�DGGHG�
WKDW�KLV�DJHQF\��DV�D�PDWWHU�RI�SUDFWLFH��ZRXOG�RQO\�LQIRUP�FOLHQWV�DERXW�VXFK�SUDFWLFHV�LI�LW�IHOW�WKH�
DGYHUWLVHU�DJHQF\�FRQWUDFW�UHTXLUHG�LW��³2WKHUZLVH��ZH�GLGQ¶W�WHOO�WKH�FOLHQW�´�KH�VDLG��

 �

                                                           
���6RPH�RI�WKH�GHWDLOV�DQG�DFWXDO�DPRXQWV�IURP�WKH�HPDLO�KDYH�EHHQ�FKDQJHG�WR�SURWHFW�WKH�VRXUFH�RI�WKH�HPDLO��+RZHYHU��WKH�
VXEVWDQFH�RI�GLUHFWLQJ�VSHQG�WR�DQ�DIILOLDWHG�HQWLW\�ZLWKLQ�WKH�$JHQF\�+ROGLQJ�&RPSDQ\�WR�DFKLHYH�KLJKHU�PDUJLQV�LV�WUXH�WR�WKH�
RULJLQDO�HPDLO�WKDW�.��UHYLHZHG��
���7KLV�DJHQF\�QDPH�KDV�EHHQ�UHGDFWHG��
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x� $�KLJK�OHYHO�VDOHV�GLUHFWRU�IRU�D�PHGLD�VXSSOLHU�LQIRUPHG�.��WKDW�WKHUH�KDG�EHHQ�RFFDVLRQV�LQ�PLG�
�����ZKHQ�KH�KDG�UHDFKHG�D�YHUEDO�DJUHHPHQW�ZLWK�D�EX\HU�IURP�DQ�DJHQF\�EXW�ZDV�ODWHU�³NLFNHG�
RII�WKH�SODQ´�EHFDXVH�WKH�DJHQF\¶V�EDUWHU�FRPSDQ\�KDG�LQVLVWHG�RQ�XVLQJ�D�SUHIHUUHG�SDUWQHU��7KH�
VRXUFH�KHDUG�GLUHFWO\�DERXW�RQH�RFFDVLRQ�LQ�ZKLFK�DQ�H[HFXWLYH�DW�WKH�DJHQF\¶V�EDUWHU�FRPSDQ\�LQ�
FKDUJH�RI�YHQGRU�FRQWUDFWV�VFROGHG�RQH�RI�WKH�EX\HUV�ZLWKLQ�WKH�DJHQF\�IRU�SXWWLQJ�WKH�VRXUFH¶V�
FRPSDQ\�RQ�WKH�PHGLD�SODQ�IRU�D�VSHQG�ZRUWK�D�IHZ�KXQGUHG�WKRXVDQG�GROODUV��7KH�EDUWHU�FRPSDQ\�
H[HFXWLYH�VDLG� WKDW� WKHUH�ZDV�QR� LQFHQWLYH� IRU� WKH�DJHQF\� WR�XVH� WKH�VRXUFH¶V�PHGLD�FRPSDQ\��
$FFRUGLQJ�WR�WKH�VRXUFH��WKH�EX\HU�ZDV�WROG�E\�WKH�EDUWHU�FRPSDQ\�H[HFXWLYH��³)UDQNO\��LW¶V�KXUWLQJ�
RXU�ERWWRP�OLQH��VR�VWRS�GRLQJ�LW�´�7KH�VRXUFH�WROG�.��WKDW��DIWHU�KLV�FRPSDQ\�ZDV�UHPRYHG�IURP�
PHGLD�SODQV��KH�UHFHLYHG�D�WH[W�IURP�VRPHRQH�KH�NQHZ�DW�WKH�DJHQF\�WKDW�VWDWHG��LQ�VXEVWDQFH��
³+H\�PDQ��,¶P�UHDOO\�VRUU\��EXW�WKLV�LV�RYHU�P\�KHDG�´� �

x� $�IRUPHU�KHDG�RI�8�6��GLJLWDO�LQYHVWPHQW�IRU�DQ�DJHQF\�GHVFULEHG�KRZ��DSSUR[LPDWHO\�VL[�\HDUV�DJR��
VHQLRU�PDQDJHPHQW�ZLWKLQ�KLV�DJHQF\¶V�FRUSRUDWH�SDUHQW��DQ�$JHQF\�+ROGLQJ�&RPSDQ\��LVVXHG�D�
PDQGDWH� WKDW�DQ\� GLJLWDO� SURJUDPPDWLF�PHGLD� WUDGLQJ�DERYH�D�FHUWDLQ�GROODU� WKUHVKROG�PXVW�EH�
GLUHFWHG�WR�WKH�$JHQF\�+ROGLQJ�&RPSDQ\¶V�$7'�UDWKHU�WKDQ�WR�DQ\�WKLUG�SDUW\�DG�QHWZRUNV��³7KH�
PDQGDWH� XOWLPDWHO\� ZHQW� DZD\� DIWHU� VL[�PRQWKV� DQG� LW� EHFDPH�PRUH� RI� D� VWURQJO\�HQFRXUDJHG�
VXJJHVWLRQ�WKDW�EX\V�VKRXOG�JR�WKURXJK�>WKH�WUDGLQJ�GHVN@�´�WKH�VRXUFH�WROG�.���+H�VDLG�WKDW��DURXQG�
WKH�WLPH�RI�WKLV�GLUHFWLYH��KLV�DJHQF\�DGGHG�D�FODXVH�WR�DGYHUWLVHU�DJHQF\�FRQWUDFWV�WKDW�UHOLHYHG�
WKH�DJHQF\�RI�DQ\�REOLJDWLRQ�WR�GLVFORVH�WR�FOLHQWV�KRZ�PXFK�WKH�WUDGLQJ�GHVN�HDUQHG�LQ�IHHV�IURP�
WKHVH�SURJUDPPDWLF�WUDGHV��

x� $�IRUPHU�H[HFXWLYH�DW�DQ�$7'�ZKR�OHIW�DSSUR[LPDWHO\�VHYHQ�\HDUV�DJR�VDLG�WKDW�LW�ZDV�³VWURQJO\�
SUHIHUUHG´� E\� WKH� $JHQF\� +ROGLQJ� &RPSDQ\� WKDW� DJHQFLHV� ZLWKLQ� WKH� JURXS� XVHG� FHQWUDOL]HG�
VHUYLFHV�VXFK�DV�WKH�LQ�KRXVH�WUDGLQJ�GHVN��ZKLFK�KH�VDLG�VNHZHG�LQYHVWPHQW�GHFLVLRQV�WR�EHQHILW�
WKH�FRUSRUDWH�SDUHQW�UDWKHU�WKDQ�FOLHQWV��³<RX�KDG�D�FHQWUDOL]HG�IXQFWLRQ�RI�GLJLWDO�PHGLD�EX\LQJ�WKDW�
LV�HIIHFWLYHO\�IRUFHG�XSRQ�YDULRXV�OLQH�DJHQFLHV�LQ�WKH�FRPSDQ\�´�KH�VDLG��³,W¶V�QRW�LQKHUHQWO\�D�EDG�
WKLQJ�EXW�LW�GRHV�LQIOLFW�FRPSURPLVH�RQ�WKH�REMHFWLYLW\�RI�DJHQFLHV�IRU�WKH�EHQHILW�RI�WKH�FRUSRUDWH�
FHQWHU�UDWKHU�WKDQ�WKH�FOLHQWV�WKH\�VHUYH�´�7KH�VRXUFH�DGGHG�WKDW�WKH�FHQWUDOL]HG�WUDGLQJ�GHVN�³ZDV�
VHW�XS�DV�DQ�RSWLRQ��EXW�WKH�ZD\�LW�ZHQW�WR�PDUNHW�DQG�WKH�ZD\�LW�ZDV�PDQDJHG�ZDV�IDU�PRUH�KHDY\�
KDQGHG�WKDQ�WKDW�´�+H�VDLG�WKHUH�ZDV�DQ�H[SHFWDWLRQ�WKDW�FOLHQW�PRQH\�ZRXOG�EH�VSHQW�XVLQJ�WKH�
LQ�KRXVH�WUDGLQJ�GHVN�UDWKHU�WKDQ�WKLUG�SDUW\�HQWLWLHV��

x� $QRWKHU�IRUPHU�&�OHYHO�DJHQF\�H[HFXWLYH�WROG�.��WKDW�DERXW�RQH�TXDUWHU�RI�DOO�WKH�DJHQF\¶V�GLJLWDO�
WUDGLQJ�ZDV�IXQQHOHG�WKURXJK�WKH�$JHQF\�+ROGLQJ�&RPSDQ\¶V�$7'�DV�D�UHVXOW�RI�SUHVVXUH�WKDW�KLV�
DJHQF\¶V�%RDUG�DSSOLHG�WR�PDQDJHPHQW��7KH�VRXUFH�VDLG�WKDW�DJHQFLHV�ZLWKLQ�WKH�$JHQF\�*URXS�
KDG�VRPH�DXWRQRP\�WR�VD\�³QR´�EXW�WKDW�WKH�OHYHO�RI�DXWRQRP\�GHFOLQHG�GXULQJ�KLV�WHQXUH��ZKLFK�
HQGHG�DERXW�ILYH�\HDUV�DJR��

x� $�IRUPHU�PDQDJLQJ�GLUHFWRU�RI�D�8�6��DJHQF\¶V�SURJUDPPDWLF�WUDGLQJ�ZKR�OHIW�ZLWKLQ�WKH�ODVW�WZR�
\HDUV�UHSRUWHG�WKDW�WKH�FKLHI�GLJLWDO�LQYHVWPHQW�RIILFHU�IRU�WKH�DJHQF\¶V�FRUSRUDWH�SDUHQW��DQ�$JHQF\�
+ROGLQJ�&RPSDQ\��ZRXOG�SUHVVXUH�HDFK�RI�WKH�DJHQFLHV�LW�RYHUVDZ�WR�GLUHFW�FOLHQW�VSHQGLQJ�WRZDUG�
FRPSDQLHV� LQ�ZKLFK�WKH�FRUSRUDWH�SDUHQW�KDG�LQYHVWHG��³7KH�PRUH�PRQH\�ZH�SLSH�LQWR�ZKDW�ZH�
RZQ�LV�EHWWHU�IRU�XV�LQ�WKH�ORQJ�UXQ�´�WKH�VRXUFH�VDLG�KH�ZDV�WROG��
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� ,QFHQWLYHV�IRU�$JHQFLHV�WR�'LUHFW�6SHQG�WR�WKH�$7'�

0XOWLSOH�VRXUFHV�WROG�.��WKDW�$JHQF\�+ROGLQJ�&RPSDQLHV�SURYLGH�ILQDQFLDO�LQFHQWLYHV�IRU�WKHLU�DJHQFLHV�WR�
GLUHFW�VSHQG�WR�$7'V��

$V�DQ�H[DPSOH�RI�WKHVH�LQFHQWLYHV��.��ZDV�LQIRUPHG�E\�D�IRUPHU�$JHQF\�+ROGLQJ�&RPSDQ\�H[HFXWLYH�WKDW�
WKH�$7'�SDLG�DQ�LQWHUQDO�UHEDWH�WR�DJHQFLHV�HTXDO�WR����FHQWV�IRU�HYHU\�GROODU�GLUHFWHG�WR�WKH�$7'��7KLV�
UHEDWH�ZDV�GLVFXVVHG�DW�VHQLRU�OHYHO�PHHWLQJV�� ,Q�DGGLWLRQ��DQ�DJHQF\�ZLWKLQ� WKH�VDPH�$JHQF\�+ROGLQJ�
&RPSDQ\�DOVR�RIIHUHG�ERQXVHV�WR�EX\HUV�DQG�SODQQHUV�ZKR�SXVKHG�FOLHQW�VSHQGLQJ�WR�WKH�$7'���

$QRWKHU�H[DPSOH�ZDV�SURYLGHG�E\�DQ�DG�WHFK�VRXUFH�ZKR�LQIRUPHG�.��DERXW�D�FRQYHUVDWLRQ�KH�KDG�ZLWK�D�
VHQLRU� H[HFXWLYH� DW� DQ� DJHQF\� DW� D� GLIIHUHQW�$JHQF\�+ROGLQJ�&RPSDQ\�� .�¶V� VRXUFH� LQGLFDWHG� WKDW� WKH�
DJHQF\�H[HFXWLYH�H[SODLQHG�WKDW�VHQLRU�EX\HUV�ZHUH�JLYHQ�FDVK�ERQXVHV�WLHG�WR�WKH�YROXPH�RI�EXVLQHVV�
GLUHFWHG�WR�WKH�$7'���

$� IRUPHU�KROGLQJ�FRPSDQ\�H[HFXWLYH��ZKR� OHIW� WKH� LQGXVWU\�ZLWKLQ� WKH� ODVW� WZR�\HDUV�� WROG�.�� WKDW�VRPH�
$JHQF\� +ROGLQJ� &RPSDQLHV� DUH� NQRZQ� WR� RIIHU� FHUWDLQ� ILQDQFLDO� LQFHQWLYHV� IRU� KLJK� OHYHO� HPSOR\HHV�
�W\SLFDOO\�JURXS�GLUHFWRU�RU�DERYH��WR�HQFRXUDJH�WKHP�WR�GLUHFW�PRQH\�WKURXJK�LQWHUQDO�HQWLWLHV��+H�VWDWHG�
WKDW�WKHVH�LQFHQWLYHV�WRRN�WKH�IRUP�RI�TXDUWHUO\�ERQXVHV�LQ�ZKLFK�HPSOR\HHV�FRXOG�SRWHQWLDOO\�³JHW�D��������
FKHFN�HYHU\�TXDUWHU�´�+H�QRWHG�WKDW�WKHVH�DUUDQJHPHQWV�ZHUH�QRW�IUHTXHQW�EHFDXVH�WKH�SHRSOH�VHOHFWHG�
KDG� WR� ³XQGHUVWDQG� WKH� LPSRUWDQFH� RI� VXSSRUWLQJ� DQ� DJHQF\´� DQG� KDG� WR� ³VWD\� TXLHW´� DERXW� WKH�
DUUDQJHPHQWV���7KLV�H[HFXWLYH�DOVR�WROG�.��WKDW��DW�KLV�IRUPHU�KROGLQJ�FRPSDQ\��KH�ZDV�RQH�RI�D�JURXS�RI�
XQGHU�D�GR]HQ�SHRSOH�ZKR�NQHZ�WKH�GHWDLOV�RI�WKH�KROGLQJ�FRPSDQ\¶V�UHEDWH�DQG�SULQFLSDO�EX\LQJ�GHDOV�
ZLWK� PHGLD� VXSSOLHUV�� +H� HPSKDVL]HG� WKDW� WKLV� LQIRUPDWLRQ� ZDV� QHJRWLDWHG� DW� D� KLJK� OHYHO� DQG� NHSW�
FRQILGHQWLDO��

$�IRUPHU�DJHQF\�H[HFXWLYH�GHVFULEHG�D�YDULDWLRQ�RI�WKH�LQWHUQDO�LQFHQWLYH�PRGHO�LQYROYLQJ�DJHQF\�VWDIILQJ�
OHYHOV��,Q�WKLV�H[DPSOH��WKH�DJHQF\�SURYLGHV�LQWHUQDO�LQFHQWLYHV�WR�GLUHFW�VSHQG�WR�DQ�$7'�IRU�WKH�SXUSRVH�
RI�LQFUHDVLQJ�WKH�DPRXQW�RI�VWDII�DYDLODEOH�RQ�DQ�DFFRXQW��$FFRUGLQJ�WR�WKLV�VRXUFH��VHQLRU�H[HFXWLYHV�ZLOO�
RIWHQ�DJUHH�WR�SURKLELWLYHO\�ORZ�SHUFHQWDJH�IHHV�LQ�RUGHU�WR�ZLQ�EXVLQHVV�DQG�WKHQ�VXEVHTXHQWO\�LPSRVH�
H[WUHPHO\�ORZ�VWDIILQJ�OHYHOV�RQ�WKH�SURMHFW�WHDP��:KHQ�WKLV�RFFXUV��WKH�SURMHFW�WHDP�FKDUJHG�ZLWK�DFWXDOO\�
H[HFXWLQJ�WKH�PHGLD�SODQ�ZLOO�SXVK�WKH�DGYHUWLVHU�WR�XWLOL]H�SULQFLSDO�HQWLWLHV�VXFK�DV�$7'V��7KHUH�DUH�WZR�
UHDVRQV�IRU�WKLV��)LUVW��E\�GLUHFWLQJ�VSHQG�WR�WKH�$7'��WKH�SURMHFW�WHDP�FDQ�RII�ORDG�VRPH�RI�WKH�ZRUN�IURP�
WKHLU� RYHU�H[WHQGHG� WHDP� WR� WKH�$7'� WHDP��6HFRQG�� GLUHFWLQJ� VSHQG� WR� WKH�$7'�ZLOO� DOORZ� WKH�$JHQF\�
+ROGLQJ�&RPSDQ\� WR�PDNH� LQFUHDVHG�PDUJLQV� RQ�PHGLD�� 7KLV�� LQ� WXUQ�� SURYLGHV� WKH� SURMHFW� WHDP�ZLWK�
OHYHUDJH�WR�JHW�PRUH�VWDII�DVVLJQHG�WR�WKH�DFFRXQW��� �

�������2WKHU�1RQ�'LVFORVHG�$JHQF\�0DUNXSV�DQG�)HHV�

%HORZ�DUH�VRPH�H[DPSOHV�RI�RWKHU�QRQ�GLVFORVHG�PDUNXSV�WKDW�DJHQFLHV�XVH�WR�LQFUHDVH�SURILWDELOLW\��

x� $� VRXUFH� VWDWHG� WKDW� DJHQFLHV� FDQ�PDUNXS�PHGLD� DW� WKH� GHPDQG� VLGH� SODWIRUP� �³'63´�� OHYHO��
DSSO\LQJ�D�IODW�PDUNXS�WR�HYHU\�ELG��7KHRUHWLFDOO\��FOLHQWV�FDQ�JDLQ�DFFHVV�WR�WKLV�GDWD�VKRZLQJ�WKH�
SXUFKDVH�SULFH�DQG�PDUNXS��ZKLFK�LV�QRWHG�LQ�WKH�PHGLD�SODQ�HQWU\��7KH�VRXUFH��ZKR�KHOG�KLJK�
OHYHO�H[HFXWLYH�SRVLWLRQV�DW�PXOWLSOH�$JHQF\�+ROGLQJ�&RPSDQLHV��VWDWHG�WKDW�WKH�WUDGLQJ�IXQFWLRQ�
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REVFXUHV�WKH�UHODWLRQVKLS�IXUWKHU��0DQ\�DJHQFLHV�DUH�WDNLQJ�D�PDUNXS�RQ�GLJLWDO�PHGLD�DQG�WKHQ�
PDNLQJ�D�FRPPLVVLRQ�RQ�WRS�RI�WKDW��ZKLFK�WKH�VRXUFH�GHVFULEHG�DV�³GRXEOH�GLSSLQJ�´�

x� $Q�H[DPSOH�RI�D�PDUNXS�DW�WKH�'63�OHYHO�ZDV�SURYLGHG�WR�.��E\�DQ�DGYHUWLVHU��$�VHQLRU�PDUNHWLQJ�
H[HFXWLYH�DW�D�JOREDO�DGYHUWLVHU�VWDWHG�WKDW��LQ�-DQXDU\�������D�PDUNHWLQJ�HPSOR\HH�RI�RQH�RI�WKH�
DGYHUWLVHU¶V� EUDQGV� FDPH� WR� KLP� ZLWK� DQ� LQYRLFH� IURP� D� '63� WR� WKH� DGYHUWLVHU¶V� DJHQF\�� 7KLV�
PDUNHWLQJ�HPSOR\HH�ZDV�SURYLGHG�ZLWK�WKH�LQYRLFH�E\�VRPHRQH�KH�NQHZ�DW�WKH�'63��ZKLFK�ZDV�
FRQWUDFWHG�WKURXJK�WKH�DGYHUWLVHU¶V�DJHQF\�WR�ZRUN�RQ�WKH�DGYHUWLVHU¶V�EUDQG��7KH�LQYRLFH�SURYLGHG�
E\� WKH� '63� HPSOR\HH� UHIOHFWHG� D� VXEVWDQWLDOO\� ORZHU� SULFH� WKDQ� WKH� SULFH� WKDW� ZDV� XOWLPDWHO\�
FKDUJHG�WR�WKH�DGYHUWLVHU¶V�EUDQG��L�H���WKH�DJHQF\�KDG�PDUNHG�XS�WKH�DPRXQW�RQ�WKH�'63�LQYRLFH��
.�¶V� VRXUFH�� WKH� VHQLRU�PDUNHWLQJ� H[HFXWLYH�� FDOOHG� KLV� FRQWDFW� DW� WKH� DJHQF\�� ZKR� HIIHFWLYHO\�
DGPLWWHG� WKDW� WKH� DJHQF\� KDG� LQDSSURSULDWHO\� DSSOLHG� D� PDUNXS� DQG� PDGH� D� ³JHQWOHPHQ¶V�
DJUHHPHQW´�QRW�WR�GR�LW�DJDLQ��

x� $QRWKHU� H[DPSOH� ZDV� H[SODLQHG� WR� .�� E\� D� &�OHYHO� H[HFXWLYH� RI� D� WHFKQRORJ\� FRPSDQ\� WKDW�
SURYLGHV�VRIWZDUH�WR�DJHQFLHV��$FFRUGLQJ�WR�WKH�VRXUFH��KLV�FRPSDQ\�KDV�GLUHFW� LQVLJKW� LQWR�WKH�
DJHQF\�SUDFWLFH�RI�ORDGLQJ�IHHV�RQWR�PHGLD�EXGJHWV�LQ�D�ELG�WR�FDSWXUH�VHW�UHYHQXH�PDUJLQV��7KH�
VRXUFH�VWDWHG�WKDW�$7'V�ZHUH�FUHDWHG�WR�UHFDSWXUH�PDUJLQ�DQG�WKDW�DJHQF\�HPSOR\HHV�DUH�³XQGHU�
VXFK�SUHVVXUH�WR�KLW�PDUJLQ�QXPEHUV��LQ�VRPH�FDVHV������RI�WKH�EXGJHW�JRHV�WR�IHHV�´�

7KH�VRXUFH�IXUWKHU�VWDWHG�WKDW�UHSRUWV�WKDW�DJHQFLHV�VHQG�WR�FOLHQWV�GR�QRW�LQFOXGH�WKH�SHUFHQWDJH�
RI�WHFKQRORJ\�IHHV�DQG�WHFKQRORJ\�PDLQWHQDQFH�IHHV�WKDW�DJHQFLHV�OD\HU�RQWR�WKH�ILQDO�LQYRLFH��7KH�
VRXUFH¶V�FRPSDQ\�VHHV�WKH�DGGLWLRQ�RI�IHHV�³ZKHQHYHU�WKH�DJHQF\�KDV�WR�FDSWXUH�D�FHUWDLQ�PDUJLQ�´�
$FFRUGLQJ�WR�WKH�VRXUFH��WUDGLQJ�GHVNV�DUH�PDQGDWHG�E\� WKHLU� KROGLQJ�FRPSDQLHV�WR�JHQHUDWH�D�
PDUJLQ�DV�KLJK�DV�����RU������

x� 7KH�VRXUFH�DOVR�WROG�.��DERXW�DQ�DGGLWLRQDO�PHWKRG�ZKHUHE\�DJHQFLHV�VWLOO�FKDUJH�D�IHH�LI�DQ�DG�
ZDV�QRW�DSSURSULDWHO\�GHOLYHUHG��7KH�VRXUFH�VWDWHG�WKDW�KH�KDV�DFFHVV�WR�GDWD�WKDW�GHPRQVWUDWHV�
WKDW��DIWHU�D�EX\�LV�FRQVXPPDWHG��DQ\ZKHUH�EHWZHHQ����DQG�����RI�LPSUHVVLRQV�DUH�XQXVHG�RU�
GLVFUHSDQW��DV�D�UHVXOW�RI�DG�ERWV�DQG�WKH�OLNH���+RZHYHU��WKH�DJHQFLHV�VWLOO�FKDUJH�DGYHUWLVHUV�IRU�
WKLV�LQYHQWRU\�E\�FDOFXODWLQJ�WKHLU�IHH�EDVHG�XSRQ�WKH�DVVXPSWLRQ�WKDW�WKHVH�DGV�ZHUH�DSSURSULDWHO\�
VHUYHG��,Q�RWKHU�ZRUGV��FOLHQWV�DUH�VWLOO�SD\LQJ�D�IHH�IRU�PHGLD�DV�LI�LW�ZHUH�GHOLYHUHG�ZKHQ��LQ�IDFW��
LW�ZDV�QRW��7KH�$7'��KRZHYHU��UHFHLYHV�UHLPEXUVHPHQW�IURP�WKH�PHGLD�VXSSOLHUV�IRU�DGV�WKDW�ZHUH�
QRW�DSSURSULDWHO\�VHUYHG���

7KH�VRXUFH�VDLG� WKDW��DV�D� UHVXOW�RI� WKH� IUHTXHQF\�ZLWK�ZKLFK�DGV�DUH�QRW�DSSURSULDWHO\�VHUYHG��
DJHQF\�DGYHUWLVHU� FRQWUDFWV� LQFUHDVLQJO\� LQFOXGH� SURYLVLRQV� VSHFLI\LQJ� WKDW� D� ���� WR� ����
GLVFUHSDQF\� LV� DFFHSWDEOH� LQ� SURJUDPPDWLF� EX\LQJ�� $FFRUGLQJ� WR� WKH� VRXUFH�� KRZHYHU�� PDQ\�
DGYHUWLVHUV�VWLOO�GR�QRW�UHDOL]H�WKDW�WKH\�FDQ�DFWXDOO\�ILQG�RXW�WKH�H[DFW�SHUFHQWDJH�RU�QXPEHU�RI�DGV�
WKDW�ZHUH�QRW�SURSHUO\�GHOLYHUHG�DQG�WKHQ�HQVXUH�WKDW�WKH\�DUH�QRW�FKDUJHG��7KH�VRXUFH�VWDWHG�WKDW�
³WKHUH�LV�QRW�RQH�DJHQF\�ZH¶UH�GHDOLQJ�ZLWK�WKDW¶V�SURYLGLQJ�WKH�WUXH�QXPEHUV�EDFN�WR�WKHLU�FOLHQWV�´��

x� 6RXUFHV�DOVR�WROG�.��WKDW�DJHQFLHV�DUH�PDUNLQJ�XS�LWHPV�WKDW�DUH�QRW�VWULFWO\�PHGLD��IRU�H[DPSOH��
DG� VHUYLQJ�� $� IRUPHU� &�OHYHO� H[HFXWLYH� RI� D� GLJLWDO� HQWLW\� ZLWKLQ� DQ� $JHQF\� +ROGLQJ� &RPSDQ\�
HVWLPDWHG�WKDW�KLV�$JHQF\�+ROGLQJ�&RPSDQ\�PDUNHG�XS�DG�VHUYHUV������WR�������7KLV�VRXUFH�
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VWDWHG�WKDW�WKLV�PDUNXS�LV�QRW�GLVFORVHG�WR�FOLHQWV��7KH�VRXUFH�DWWULEXWHG�WKH�DELOLW\�IRU�DJHQFLHV�WR�
HIIHFWXDWH� WKHVH� W\SHV� RI� PDUNXSV� WR� DGYHUWLVHUV¶� QDLYHWp� DQG� IXUWKHU� VWDWHG� WKDW� DGYHUWLVHUV�
JHQHUDOO\�GR�QRW�DVN�WKH�ULJKW�TXHVWLRQV���

x� .��LGHQWLILHG�HYLGHQFH�RI�RQH�$JHQF\�+ROGLQJ�&RPSDQ\�FKDUJLQJ�PHGLD�VXSSOLHUV�D�IHH�LQ�H[FHVV�
RI�����LQ�RUGHU�WR�SODFH�PHGLD�ZLWK�LWV�DIILOLDWHG�DJHQFLHV��$�PHGLD�VXSSOLHU�H[HFXWLYH�UHODWHG�WR�.��
D�SUDFWLFH�E\�WKLV�$JHQF\�+ROGLQJ�&RPSDQ\�WKDW�KH�VWDWHG�ZDV�HVVHQWLDOO\�D�UHEDWH�GHVFULEHG�DV�D�
SD\PHQW�IRU�D�VHUYLFH��,Q�DGGLWLRQ�WR�H[SODLQLQJ�KRZ�WKLV�SUDFWLFH�ZRUNHG��WKH�VRXUFH�SURYLGHG�.��
ZLWK�D�UHGDFWHG�FRS\�RI�WKH�DJUHHPHQW�EHWZHHQ�WKH�PHGLD�VXSSOLHU�DQG�WKH�FRPSDQ\�ZLWKLQ�WKH�
$JHQF\�+ROGLQJ�&RPSDQ\�WKDW�RZQV�WKH�PHGLD�WUDQVDFWLRQ�SODWIRUP�GHVFULEHG�EHORZ��)RU�HDVH�RI�
GLVFXVVLRQ��WKLV�HQWLW\�ZLWKLQ�WKH�$JHQF\�+ROGLQJ�&RPSDQ\�ZLOO�EH�UHIHUUHG�WR�DV�DQ�$7'��

7KH�VRXUFH�H[SODLQHG�WKDW��LQ�RUGHU�IRU�WKH�PHGLD�VXSSOLHU�WR�VHOO�LWV�PHGLD�SURJUDPPDWLFDOO\��WKH�
PHGLD�VXSSOLHU�ZDV�UHTXLUHG�WR�XVH�WKH�$7'¶V�PHGLD�WUDQVDFWLRQ�SODWIRUP��7KH�$7'�FKDUJHG�PHGLD�
VXSSOLHUV�DSSUR[LPDWHO\�����RI�WKH�FRVW�RI�WKH�PHGLD�IRU�WKLV�VHUYLFH��7KH�VRXUFH�WROG�.��WKDW�WKH�
SODWIRUP¶V�SXUSRVH�ZDV�SULPDULO\� WR�SURFHVV� LQVHUWLRQ�RUGHUV��ZKLFK�KH�GHVFULEHG�DV�³MXVW�SDSHU�
PRYLQJ�IURP�RQH�HQWLW\�WR�DQRWKHU�´�+H�VWDWHG�WKDW�LQ�KLV�RSLQLRQ��WKLV�SUDFWLFH�ZDV�D�ZD\�IRU�WKH�
$JHQF\�+ROGLQJ�&RPSDQ\�WR�GLVJXLVH�WKH�SD\PHQW�RI�UHEDWHV��7KH�VRXUFH�VWDWHG�WKDW�DOWKRXJK�WKH�
SODWIRUP�³WHFKQLFDOO\´�SURYLGHG�D�VHUYLFH��WKH�DJHQF\�³VDLG�LW�ZRXOG�EH�PRUH�HIILFLHQW�IRU�XV��EXW�LW¶V�
QRW�´��

5DWKHU�WKDQ�WKH�PHGLD�VXSSOLHU�SD\LQJ�WKH�����DV�D�IHH��DFFRUGLQJ�WR�WKH�FRQWUDFW��WKH�$7'�RZHG�
WKH�PHGLD�VXSSOLHU�D�³5R\DOW\�IHH´�RI�DSSUR[LPDWHO\�����RI�WKH�³$GYHUWLVLQJ�6DOHV�5HYHQXH�´�7KH�
VRXUFH�VWDWHG��³7KH\�SKUDVHG�LW�DV�D�UR\DOW\�IHH�UDWKHU�WKDQ�D�UHEDWH��EXW�LW¶V�>DSSUR[LPDWHO\����@�
WKDW¶V�YDSRUL]LQJ�IURP�ZRUNLQJ�PHGLD�´�� �

�����.��)RXQG�(YLGHQFH�RI�1RQ�7UDQVSDUHQW�%XVLQHVV�3UDFWLFHV�LQ�WKH�
8�6�� 0DUNHW� $ULVLQJ� IURP� $JHQFLHV� +ROGLQJ� RU� 6ROLFLWLQJ� (TXLW\�
6WDNHV�LQ�0HGLD�6XSSOLHUV�

�������7UDQVSDUHQF\�,VVXHV�ZLWK�(TXLW\�,QYHVWPHQWV�

$� IRUPHU� VHQLRU� KROGLQJ� FRPSDQ\� H[HFXWLYH� QRWHG� WKDW� HTXLW\� LQYHVWPHQWV� E\� DJHQFLHV� RU� KROGLQJ�
FRPSDQLHV�LQ�PHGLD�FRPSDQLHV�³PDNH�D�ORW�RI�SHRSOH�QHUYRXV�´�GXH�WR�D�SHUFHLYHG�PRYH�DZD\�IURP�WKH�
³VHSDUDWLRQ�RI�FKXUFK�DQG�VWDWH�>EHWZHHQ�DJHQF\�DQG�PHGLD�FRPSDQ\@�´�7KH�IRUPHU�H[HFXWLYH�VWDWHG�WKDW�
LI�DJHQFLHV�³SLFN�ULJKW´�LQ�LQYHVWPHQWV�DQG�FKRRVH�WKH�FRPSDQLHV�ZLWK�WKH�EHVW�SURGXFW��SXVKLQJ�VSHQG�WR�
WKDW�FRPSDQ\�FDQ� ³KHOS�HYHU\RQH�´�3UREOHPV�DULVH��KH�VWDWHG��ZKHQ�KROGLQJ�FRPSDQLHV�SXVK�EXVLQHVV�
WRZDUG�D�FRPSDQ\�WKDW�LV�³QRW�ZRUNLQJ�IRU�>D@�SDUWLFXODU�FOLHQW�´��

6HYHUDO�IRUPHU�VHQLRU�OHYHO�DJHQF\�HPSOR\HHV�UHSRUWHG�WKDW�WKH\�IHOW�SUHVVXUH�IURP�WKH�VHQLRU�H[HFXWLYH�
OHYHO�RI�$JHQF\�*URXSV�RU�$JHQF\�+ROGLQJ�&RPSDQLHV�WR�GLUHFW�VSHQG�WR�FRPSDQLHV�LQ�ZKLFK�WKH�DJHQF\�
RU�KROGLQJ�FRPSDQ\�KHOG�DQ�HTXLW\�LQYHVWPHQW��$GGLWLRQDOO\��D�IRUPHU�H[HFXWLYH�RI�DQ�DG�WHFK�ILUP�UHSRUWHG�
WKDW�KLV�ILUP�KDG�HQWHUHG�LQWR�D�´SUHIHUUHG�SDUWQHU´�DJUHHPHQW�ZLWK�DQ�$JHQF\�*URXS�ZKLFK�LQFOXGHG�WKH�
$JHQF\�*URXS�UHFHLYLQJ�DQ�HTXLW\�VWDNH�LQ�WKH�WHFK�FRPSDQ\�DV�ZHOO�DV�ORZHU�UDWHV��7KH�IRUPHU�DG�WHFK�
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H[HFXWLYH�VWDWHG�WKDW��DV�D�UHVXOW�RI�WKLV�GHDO��WKH�$JHQF\�*URXS�FUHDWHG�D�³PDVVLYH�SUHIHUHQFH´�IRU�WKH�DG�
WHFK�FRPSDQ\�DPRQJ�LWV�FOLHQWHOH��+H�GHVFULEHG�WKLV�DV�DQ�³DZNZDUG�UHODWLRQVKLS´�LQ�ZKLFK�D�PHGLD�SODQQHU�
PDGH�GHFLVLRQV�RVWHQVLEO\�IRU�WKH�EHQHILW�RI�LWV�FOLHQWV�EXW��LQ�UHDOLW\��ZRXOG�SXVK�FOLHQW�VSHQG�WR�WKH�DG�WHFK�
FRPSDQ\�LQ�RUGHU�WR�WDNH�DGYDQWDJH�RI�LWV�ORZHU�UDWHV��ZKLFK�ZHUH�PRUH�SURILWDEOH�IRU�WKH�$JHQF\�*URXS���

$Q�H[HFXWLYH�DW�D�WHFKQRORJ\�FRPSDQ\�LQ�ZKLFK�DQ�$JHQF\�+ROGLQJ�&RPSDQ\�KROGV�D�PLQRULW\�HTXLW\�VWDNH�
UHSRUWHG�WKDW��IROORZLQJ�WKH�HTXLW\�LQYHVWPHQW��KLV�FRPSDQ\�ORVW�EXVLQHVV�IURP�LWV�LQYHVWRU¶V�FRPSHWLWRUV��
7KH�IRUPHU�KROGLQJ�FRPSDQ\�H[HFXWLYH�HFKRHG�WKLV��VWDWLQJ�WKDW��LQ�KLV�H[SHULHQFH��LI�ZKHQ�DQ�LQYHVWPHQW�
EHFRPHV�NQRZQ�RU�LV�DQQRXQFHG��RWKHU�DJHQFLHV�PD\�GHFUHDVH�WKH�EXVLQHVV�WKH\�SURYLGH�WR�WKDW�FRPSDQ\�
VR�DV�QRW�WR�EH�FRQWULEXWLQJ�WR�WKH�SURILWV�RI�D�FRPSHWLWRU��,QYHVWLQJ�WKURXJK�ZDUUDQWV�LV�VHHQ�DV�OHVV�ULVN\��
KH�VDLG��VLQFH�LW�GRHV�QRW�QHHG�WR�EH�GLVFORVHG�LQ�WKH�VDPH�ZD\�DV�VWUDLJKW�HTXLW\��LW�LV�DOVR�OHVV�OLNHO\�WR�
DWWUDFW�VFUXWLQ\�IRU�ERWK�WKH�KROGLQJ�FRPSDQ\�DQG�WKH�PHGLD�VXSSOLHU��7KH�IRUPHU�H[HFXWLYH�VDLG�WKDW�HTXLW\�
SRVLWLRQV�DUH�JHQHUDOO\�OLVWHG�LQ�KROGLQJ�FRPSDQ\�HDUQLQJV��ZKLOH�ZDUUDQWV�DUH�QRW�UHTXLUHG�WR�EH�GLVFORVHG�
LQ�WKH�VDPH�ZD\���

$�IRUPHU�DJHQF\�H[HFXWLYH�ZKR�ZRUNHG�GLUHFWO\�RQ�WKHVH�LQYHVWPHQW�GHDOV�GHVFULEHG�WKH�VWUDWHJ\�RI�SXVKLQJ�
WKHVH� VHUYLFHV� LQWHUQDOO\� ³DV� DQ\� FRPSDQ\�ZRXOG� DSSURDFK� WU\LQJ� WR� FURVV�VHOO� DQ\� RZQHG�DVVHW�´� 7KLV�
H[HFXWLYH�VWDWHG�WKDW� WKH�DVVXPSWLRQ�ZDV�WKDW�WKH�FRPSDQLHV�LQ�ZKLFK�WKH�DJHQF\�FKRVH�WR� LQYHVW�ZHUH�
³EHVW�LQ�FODVV´�SURGXFWV��+H�VWDWHG�WKDW��LI�D�FRPSDQ\�KLV�IRUPHU�KROGLQJ�FRPSDQ\�RZQHG�ZDV�SURSRVHG�IRU�
D�PHGLD�SODQ��FOLHQWV�ZRXOG�EH�LQIRUPHG��:KHQ�TXHVWLRQHG�DERXW�WKH�SURFHGXUH�IRU�WKDW��KH�VWDWHG�WKDW�KH�
ZDV�QRW�SRVLWLYH�WKDW�WKH�FRPPXQLFDWLRQ�ZDV�DOZD\V�FDUULHG�RXW�GRZQ�WKH�OLQH��DQG�FRQFHGHG�WKDW�LW�ZDV�
SRVVLEOH� WKDW� VRPH� FOLHQWV�ZHUH� QRW� DZDUH�� 7KH� IRUPHU� H[HFXWLYH� VWDWHG� WKDW� WKH� ³RSHUDWLQJ� SURFHGXUH�
DURXQG� WKRVH� LQYHVWPHQWV�KDV�EHHQ�GLVFORVXUH�¶´�EXW�QRWHG� WKDW� WKH�KROGLQJ�FRPSDQLHV�DUH� ³ELJ��VFDOHG�
RUJDQL]DWLRQV´�DQG�WKHUH�³KDYH�GHILQLWHO\�EHHQ´�FRPPXQLFDWLRQV�WKDW�RPLWWHG�PHQWLRQLQJ�DQ�LQYHVWPHQW��

�������&RQWLQJHQW�(TXLW\�DV�5HEDWH�

,Q�DGGLWLRQ�WR�FDVK�DQG�IUHH�LQYHQWRU\��WKUHH�LQGLYLGXDOV�PHQWLRQHG�LQ�WKHLU�LQWHUYLHZV�WKDW�WKH\�KDG�KHDUG�RI�
UHEDWH�GHDOV�LQYROYLQJ�FRQWLQJHQW�HTXLW\��LQ�WKH�IRUP�RI�VWRFN�ZDUUDQWV��DV�WKH�ILQDQFLDO�EHQHILW��QRQH�RI�WKH�
LQGLYLGXDOV�LQWHUYLHZHG�IRU�WKLV�VWXG\�UHSRUWHG�KDYLQJ�EHHQ�SHUVRQDOO\�LQYROYHG�LQ�D�GHDO�RI�WKLV�QDWXUH���7ZR�
RI�WKHVH�DFFRXQWV�DUH�VXPPDUL]HG�EHORZ��WKH�WKLUG�UHSRUWHG�KHDULQJ�RI�WKLV�SUDFWLFH�JHQHUDOO\�EXW�GLG�QRW�
SURYLGH�D�VSHFLILF�H[DPSOH���

x� $Q�LQGLYLGXDO�ZKR�KROGV�SHUVRQDO�LQYHVWPHQWV�LQ�VHYHUDO�FRPSDQLHV�LQ�WKH�DG�WHFK�VSDFH�UHSRUWHG�
WKDW�RQH�RI�WKH�FRPSDQLHV�LQ�ZKLFK�KH�LV�LQYHVWHG�ZDV�DSSURDFKHG�VHYHUDO�\HDUV�DJR�E\�D�ODUJH�
KROGLQJ�FRPSDQ\��ZKLFK�RIIHUHG�WR�GLUHFW�PRUH�EXVLQHVV�WR�LW�LQ�H[FKDQJH�IRU�HTXLW\�RU�VWRFN�RSWLRQV��
7KH� LQYHVWRU� VWDWHG� WKDW�KH�ZDV�QRW� GLUHFWO\� LQYROYHG� LQ� WKH�FRQYHUVDWLRQV� EXW� UHSRUWHG� WKDW�KH�
EHOLHYHG�WKH�SURSRVHG�GHDO�ZDV�VWUXFWXUHG�ZLWK�FRQWLQJHQW�HTXLW\�UDWKHU�WKDQ�VWRFN�EHFDXVH�WKHUH�
ZHUH� IHZHU� UHSRUWLQJ� UHTXLUHPHQWV� IRU� SXEOLF� FRPSDQLHV� KROGLQJ� D� FRQWLQJHQW� HTXLW\� VWDNH� LQ�
DQRWKHU�FRPSDQ\��7KH�GHDO�ZDV�XOWLPDWHO\�QRW�FRQVXPPDWHG���

x� 7KH� &(2� RI� D� ODUJH� DG� WHFK� FRPSDQ\� UHSRUWHG� WR� .�� WKDW� KH� KDG� UHFHLYHG� UHTXHVWV� IURP�
UHSUHVHQWDWLYHV�IURP�VHYHUDO�ODUJH�KROGLQJ�FRPSDQLHV��SULPDULO\�GXULQJ�WKH�ODWH�����V��RIIHULQJ�WR�
SURYLGH�³DFFHVV´�DW�WKHLU�KROGLQJ�FRPSDQLHV�LQ�UHWXUQ�IRU�VWRFN�ZDUUDQWV��7KH�H[HFXWLYH�LQWHUSUHWHG�
WKH�RIIHU�RI�³DFFHVV´�WR�PHDQ�WKDW�KH�ZRXOG�UHFHLYH�PRUH�EXVLQHVV��
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7KH�H[HFXWLYH�SURYLGHG�DFFRXQWV�RI�WZR�PHHWLQJV�LQ�ZKLFK�WKHVH�GHDOV�ZHUH�SURSRVHG��+H�VWDWHG�
WKDW��GXULQJ�RQH�RI�WKHVH�PHHWLQJV��DQ�H[HFXWLYH�RI�D�KROGLQJ�FRPSDQ\�LQYHVWPHQW�HQWLW\�LPSOLHG��
³,I�\RX�GRQ¶W�RIIHU�ZDUUDQWV��\RX�GRQ¶W�JHW�EXVLQHVV�´�'XULQJ�WKH�RWKHU�PHHWLQJ��DQ�H[HFXWLYH�DW�D�
KROGLQJ�FRPSDQ\�WUDGLQJ�GHVN�WROG�WKH�DG�WHFK�H[HFXWLYH��LQ�VXEVWDQFH��WKDW�³,¶G�ORYH�WR�KHOS�\RX�
PDNH�FRQQHFWLRQV�«�+RZ�ZH�VWUXFWXUH�WKLV�LV��ZH�JLYH�\RX�DFFHVV�DQG�\RX�JLYH�XV�>ZDUUDQWV@�´��

7KH�H[HFXWLYH�FODLPHG�WKDW�KLV�FRPSDQ\�LQLWLDOO\�GHFOLQHG�WKHVH�GHDOV��EXW�HYHQWXDOO\�GLG�HQWHU�LQWR�
D� ³VWUDWHJLF� SDUWQHUVKLS´� ZLWK� DQ� $JHQF\� +ROGLQJ� &RPSDQ\� WKDW� LQYROYHG� SURYLGLQJ� WKH� KROGLQJ�
FRPSDQ\�ZLWK�VWRFN�ZDUUDQWV��WKH�KROGLQJ�FRPSDQ\�ODWHU�PDGH�D�ODUJHU�HTXLW\�LQYHVWPHQW�WKDW�ZDV�
SXEOLFO\�DQQRXQFHG��
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� 6HYHUDO�)DFWRUV�0D\�%H�(QDEOLQJ�DQG�RU�&RQWULEXWLQJ� WR�
WKH�3UROLIHUDWLRQ�RI�1RQ�7UDQVSDUHQW�%XVLQHVV�3UDFWLFHV�LQ�
WKH�8�6��0DUNHW�

7KH�VRXUFHV�LQWHUYLHZHG�E\�.��H[SUHVVHG�D�GLYHUVLW\�RI�RSLQLRQV�UHJDUGLQJ�WKH�IDFWRUV�WKDW�PRVW�GLUHFWO\�
FRQWULEXWH�WR�WKH�SUROLIHUDWLRQ�RI�WKH�QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV�GHVFULEHG�LQ�WKH�SUHYLRXV�VHFWLRQV�
RI�WKLV�UHSRUW��7KH�PRVW�IUHTXHQWO\�FLWHG�RI�WKHVH�IDFWRUV�DUH�GLVFXVVHG�EHORZ����

�����&OLHQW�3ULFLQJ�3UHVVXUH�

'XULQJ�WKH�FRXUVH�RI�LQWHUYLHZV��RYHU����VRXUFHV���LQGHSHQGHQWO\�FLWHG�DGYHUWLVHUV¶�HIIRUWV�WR�GULYH�GRZQ�
DJHQF\�IHHV�DV�D�UHDVRQ�ZK\�DJHQFLHV�DUH�VHHNLQJ�DGGLWLRQDO�VRXUFHV�RI�UHYHQXH�EH\RQG�FRPPLVVLRQV��$�
UHSUHVHQWDWLYH�VDPSOH�RI�WKHVH�FRPPHQWV�LV�SURYLGHG�EHORZ��

x� $� IRUPHU� $JHQF\� +ROGLQJ� &RPSDQ\� H[HFXWLYH� ZKR� OHIW� WKH� LQGXVWU\� ZLWKLQ� WKH� ODVW� WZR� \HDUV�
UHSRUWHG�WKDW��DSSUR[LPDWHO\�WHQ�\HDUV�DJR��FOLHQW�PHGLD�SLWFKHV�ZHUH�OHG�ZLWK�GLVFXVVLRQV�DERXW�
FDPSDLJQ�VWUDWHJ\�DQG�DQ�DJHQF\¶V�LGHDV��+H�UHSRUWHG�WKDW�WKLV�G\QDPLF�KDV�QRZ�VKLIWHG�WR�RQH�LQ�
ZKLFK�GLVFXVVLRQV�DERXW�SULFH� WDNH� WKH� OHDG��+H�QRWHG� WKDW� ³PDQ\´�FOLHQWV�HQWHULQJ� LQWR�SLWFKHV�
FXUUHQWO\�VHQG�RXW�ODUJH�VSUHDGVKHHWV�DVNLQJ�DJHQFLHV�WR�SURGXFH�GHWDLOHG�SULFLQJ�LQIRUPDWLRQ�LQ�
DGYDQFH�RI�D�SUHVHQWDWLRQ�RQ�VWUDWHJ\��+H�GHVFULEHV�WKLV�SUDFWLFH�DV�D�³EX\LQJ�PRGHO��QRW�D�WKLQNLQJ�
PRGHO�´��

x� $� IRUPHU�DJHQF\�H[HFXWLYH�ZKR�FXUUHQWO\�VHUYHV�DV�DQ� LQGXVWU\�FRQVXOWDQW�GLVFXVVHG� WKH�VDPH�
G\QDPLF��+H�VXJJHVWHG�WKDW�WKH�WUHQG�FRLQFLGHG�ZLWK�WKH�ILQDQFLDO�FULVLV�LQ�WKH�ODWH�����V�DQG�VWDWHG�
WKDW�WKH�UROH�RI�SURFXUHPHQW�LQ�PHGLD�EX\LQJ�LQFUHDVHG�DIWHU�WKH�UHFHVVLRQ�DQG�FRQWULEXWHG�WR�WKH�
LGHD�RI�PHGLD�DV�D�³FRVW�WR�EH�PDQDJHG�GRZQZDUGV´�UDWKHU�WKDQ�DQ�³LQYHVWPHQW�LQ�JURZWK�´�

x� 6HYHUDO� IRUPHU� DJHQF\� H[HFXWLYHV� UHSRUWHG� WKDW� FOLHQW�GULYHQ� H[WHQGHG� SD\PHQW� WHUPV� ZHUH� D�
VWUHVV�IDFWRU�IRU�DJHQFLHV¶�FDVK�IORZ��2QH�IRUPHU�DJHQF\�H[HFXWLYH�FLWHG�D�ODUJH�JOREDO�DGYHUWLVHU�
ZKR�UHSRUWHGO\�GHPDQGHG�D�SD\PHQW�SHULRG�RI�����GD\V��+H�LGHQWLILHG�WKLV�DV�DQ�H[DPSOH�RI�FOLHQWV�
DVNLQJ�DJHQFLHV�WR�³HIIHFWLYHO\�«�EDQNUROO�WKHP�´�$QRWKHU�IRUPHU�DJHQF\�H[HFXWLYH�UHFDOOHG�DQ�5)3�
IURP� D� ODUJH� JOREDO� DGYHUWLVHU� WKDW� VSHFLILHG� WKDW� DJHQFLHV� KDG� WR� DJUHH� XSIURQW� WR� H[WHQGHG�
SD\PHQW�WHUPV�LQ�RUGHU�WR�HYHQ�EH�FRQVLGHUHG�IRU�WKH�FOLHQW¶V�ZRUN��

x� $�PDUNHWLQJ�H[HFXWLYH�DW�D�SULQW�DQG�GLJLWDO�PHGLD�VXSSOLHU�VLPLODUO\�UHSRUWHG�WKDW�KH�ZDV�DZDUH�RI�
PHGLD�SLWFKHV�GXULQJ�WKH�ODVW�\HDU�LQ�ZKLFK�FOLHQWV�GHPDQGHG�XSIURQW�WKDW�DJHQFLHV�DJUHH�WR�GHOLYHU�
D�����FRVW�VDYLQJV�LQ�RUGHU�WR�EH�FRQVLGHUHG�IRU�WKH�ZRUN��

x� $�FXUUHQW�DG�WHFK�H[HFXWLYH�VDLG�WKDW��LQ�KLV�RSLQLRQ��WKH�FXUUHQW�JHQHUDWLRQ�RI�DGYHUWLVHUV�KDV�EHHQ�
WDXJKW�WKDW�³WR�ZRUN�ZLWK�DG�DJHQFLHV�LV�WR�JHW�WKHP�WR�GR�PRUH�ZLWK�OHVV�HDFK�\HDU�´�7KLV��LQ�WXUQ��
KDV�HQFRXUDJHG�DJHQFLHV�WR�IRFXV�RQ�GHYLVLQJ�SURILW�PDNLQJ�SURGXFWV�LQ�DGGLWLRQ�WR�FOLHQW�ELOOLQJV��

                                                           
���.��QRWHV�WKDW�WKHVH�WRSLFV�ZHUH�QRW�FRYHUHG�ZLWK�HDFK�SHUVRQ�LQWHUYLHZHG��WKH�FRQWHQW�RI�HDFK�LQWHUYLHZ�YDULHG�EDVHG�XSRQ�HDFK�
LQGLYLGXDO¶V�H[SHULHQFH�DQG�VXEMHFW�PDWWHU�H[SHUWLVH��
���7KH�PDMRULW\�FRQVLVWHG�RI�FXUUHQW�DQG�IRUPHU�DJHQF\�DQG�$JHQF\�+ROGLQJ�&RPSDQ\�HPSOR\HHV��
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7KH�H[HFXWLYH�VDLG�DJHQFLHV�³HQG�XS�FRPPLWWLQJ�WR�EXVLQHVV�PRGHOV�ZKHUH��IURP�WKH�RXWVHW��WKH\�
FDQ¶W�DFWXDOO\�PDNH�PRQH\��DQG�WKDW�FUHDWHV�IXUWKHU�SUHVVXUH�RQ�WKHP�WR�SXUVXH�SURGXFWV�EHKLQG�
WKH� VFHQHV� WKDW� KHOS� WKHP�PDNH�PRQH\�´� +H� VDLG� WKDW� FOLHQWV� KDYH� ³SXW� WKHLU� DJHQFLHV� LQ� DQ�
XQWHQDEOH�SRVLWLRQ�´�

x� $�PDUNHWLQJ�H[HFXWLYH�DW�D�PDMRU�JOREDO�DGYHUWLVHU�UHSRUWHG�WKDW�KH�ZDV�DZDUH�WKDW�DJHQFLHV�³EODPH�
FOLHQWV�IRU�VTXHH]LQJ�WKHP�RQ�SD\PHQWV�DQG�H[WHQGLQJ�SD\PHQW�WHUPV�«�%XW�´�KH�DUJXHG��³WKDW�LV�
VHSDUDWH�WR�WKH�QHHG�WR�ILQG�D�EHWWHU�PRGHO�IRU�WUDQVSDUHQF\�´�

�����,QFUHDVLQJ�&RPSOH[LW\�RI�WKH�0HGLD�%X\LQJ�/DQGVFDSH�

$SSUR[LPDWHO\� D� GR]HQ� VRXUFHV� LQWHUYLHZHG� E\� .�� SURYLGHG� VXEVWDQWLYH� FRPPHQWV� RQ� WKH� LQFUHDVLQJ�
FRPSOH[LW\�RI� WKH�PHGLD�EX\LQJ� ODQGVFDSH�DQG� WKH�FRUUHVSRQGLQJ�VWUXJJOH�E\�DGYHUWLVHUV� WR� UHVSRQG� WR�
WKHVH�UDSLG�FKDQJHV��$�VDPSOLQJ�RI�WKHVH�FRPPHQWV�LV�SURYLGHG�EHORZ��

x� $�PDUNHWLQJ�H[HFXWLYH�DW�D�ODUJH�JOREDO�DGYHUWLVHU��ZKR�IRUPHUO\�VHUYHG�DV�DQ�DJHQF\�H[HFXWLYH��
WROG�.��WKDW�WKHUH�ZHUH�IHZ�RWKHU�DGYHUWLVHUV�OLNH�KLP�ZLWK�SURIHVVLRQDO�VXEMHFW�PDWWHU�H[SHUWLVH��
³7KHUH�DUH�PDQ\�FOLHQWV�ZKR�DUH�QDwYH�RI�KRZ�DJHQFLHV�PDQDJH�WKHLU�PHGLD�VSHQGV�´�KH�VDLG��

x� $QRWKHU�PDUNHWLQJ�H[HFXWLYH�DW�D�PXOWL�QDWLRQDO�DGYHUWLVHU�UHSRUWHG�WKDW�KH�KDG�DWWHPSWHG�WR�EXLOG�
D�SURYLVLRQ�LQWR�KLV�DJHQF\�FRQWUDFW�WKDW�SURKLELWHG�WKH�DJHQF\¶V�WUDGLQJ�GHVN�IURP�WDNLQJ�D�PDUNXS�
RQ�PHGLD��+H�UHSRUWHG�WKDW�WKH�SURYLVLRQ�ZDV�XOWLPDWHO\�OHIW�RXW�RI�WKH�FRQWUDFW�E\�H[HFXWLYHV�DW�WKH�
FRPSDQ\� ZKR� GLG� QRW� XQGHUVWDQG� SURJUDPPDWLF� EX\LQJ� DQG�� WKHUHIRUH�� ZK\� WKH� SURYLVLRQ� ZDV�
LPSRUWDQW��

x� $� IRUPHU� DJHQF\� H[HFXWLYH� ZKR� FXUUHQWO\� VHUYHV� DV� D� PHGLD� FRQVXOWDQW� UHSRUWHG� WKDW�� LQ� KLV�
H[SHULHQFH��WKH�DELOLW\�DQG�VNLOO�OHYHO�RI�DGYHUWLVHUV�UDQJHG�GUDPDWLFDOO\�DQG�GHSHQGHG�LQ�ODUJH�SDUW�
RQ�WKH�FRPSRVLWLRQ�RI�WKH�VWDII��7KRVH�DGYHUWLVHUV�WKDW�KLUH�IRUPHU�DJHQF\�H[HFXWLYHV�DQG�WKRXJKW�
OHDGHUV�DUH�EHWWHU�LQIRUPHG��2WKHUV�VXIIHUHG�IURP�D�³ODFN�RI�HFRV\VWHP�NQRZOHGJH�´�KH�VDLG��

x� $QRWKHU�IRUPHU�DJHQF\�H[HFXWLYH�WROG�.��WKDW��LQ�KLV�H[SHULHQFH��VRPH�FOLHQWV�GLG�QRW�XQGHUVWDQG�
ZKDW�GLJLWDO�PHGLD�VKRXOG�FRVW�DQG�KRZ�LW�VKRXOG�EH�SULFHG��$V�DQ�H[DPSOH��KH�UHFDOOHG�DQ�LQVWDQFH�
LQ�ZKLFK�DQ�DGYHUWLVHU¶V�KHDG�RI�PDUNHWLQJ�VDLG�WKDW�KH�FDOFXODWHG�D�&30�IRU�GLJLWDO�VSHQG�E\�XVLQJ�
WKH�&30�KH�KDG�IRU�GLUHFW�PDLO�EX\LQJ��

x� $Q�H[HFXWLYH�DW�D�ODUJH�SULQW�DQG�GLJLWDO�PHGLD�VXSSOLHU�DVVHUWHG�WKDW��LQ�UHFHQW�\HDUV��PHGLD�EX\LQJ�
KDV�EHFRPH�YDVWO\�PRUH�FRPSOLFDWHG��ZLWK�OHVV�RI�D�OLQHDU�UHODWLRQVKLS�EHWZHHQ�VSHQG�DQG�UHVXOWV�
�L�H���PRUH�VSHQG�GRHV�QRW�QHFHVVDULO\�OHDG�WR�EHWWHU�UHVXOWV���,Q�WKLV�HQYLURQPHQW��DGYHUWLVHUV�DUH�
OHVV�VXUH�RI�KRZ�DQG�ZKHUH� WR�VSHQG� WKHLU�PRQH\� LQ�RUGHU� WR�GULYH�VDOHV��+H�GHVFULEHG� WKLV�DV�
KDYLQJ�PRUH�SRWHQWLDO�³GLDOV´�WR�WXUQ��

7KLV�H[HFXWLYH�IXUWKHU�VWDWHG�WKDW�KH�EHOLHYHG�WKDW� WKLV�FRPSOH[LW\�FRQWULEXWHG�WR�D�FRPSODFHQF\�
DPRQJ�FHUWDLQ�DGYHUWLVHUV��,Q�KLV�RSLQLRQ��FOLHQWV�ZKR�GLG�QRW�IXOO\�XQGHUVWDQG�WKH�PDUNHW�DQG�WKHLU�
DJHQF\¶V�EX\LQJ�VWUDWHJ\�ZHUH�UHOXFWDQW�WR�TXHVWLRQ�UHVXOWV�WKH\�UHFHLYHG�IURP�WKHLU�DJHQFLHV�LI�WKH�
DJHQFLHV�ZHUH�PHHWLQJ�WKHLU�ILQDQFLDO�WDUJHWV���

+H�VWDWHG�WKDW�DGYHUWLVHUV¶�SURFXUHPHQW�GHSDUWPHQWV�W\SLFDOO\�ORRNHG�DW�DQ�DJJUHJDWH�&30�IURP�
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DQ�DJHQF\�DQG�GLG�QRW�³JR�GRZQ�WR�WKH�QLWW\�JULWW\�´�+H�VWDWHG�WKDW�KH�EHOLHYHG�WKDW�WKHUH�PLJKW�EH�
D�WHQGHQF\�IRU�FOLHQWV�WR�ORRN�IRU�WKLQJV�WR�PDNH�WKHP�IHHO�³PRUH�FRQILGHQW��QRW�OHVV�FRQILGHQW�´�LQ�
RUGHU�WR�DYRLG�FUHDWLQJ�WKH�DGGHG�EXUGHQ�RI�³GLJJLQJ�LQWR�ZKDW�ZHQW�LQWR�PHHWLQJ�D�&30�´��

x� $Q�LQGXVWU\�WUDGH�DVVRFLDWLRQ�H[HFXWLYH�UHSRUWHG�WR�.��KLV�EHOLHI�WKDW�DGYHUWLVHUV�ODFN�DQG�GR�QRW�
SULRULWL]H�VXEMHFW�PDWWHU�H[SHUWLVH�LQ�PHGLD�EX\LQJ��+H�DVVHUWHG�WKDW�PDQ\�DGYHUWLVHUV�ZKR�ODFN�LQ�
KRXVH�WHFKQLFDO�VXEMHFW�PDWWHU�H[SHUWLVH�UHSRUW�WKDW�WKH\�GR�QRW�WUXVW�WKHLU�DJHQFLHV��EXW�UHO\�XSRQ�
WKHP�HQWLUHO\�WR�KDQGOH�WKH�WHFKQRORJ\�DQG�VWUDWHJ\�XSRQ�ZKLFK�WKHLU�FDPSDLJQV�DUH�EXLOW��

�����/LPLWDWLRQV�2Q�$XGLW�5LJKWV�

'XULQJ�LQWHUYLHZV��DGYHUWLVHUV�RIIHUHG�YDU\LQJ�DFFRXQWV�RI�WKH�QDWXUH�DQG�H[WHQW�RI�WKHLU�DXGLW�ULJKWV�XQGHU�
WKHLU�DGYHUWLVHU�DJHQF\�FRQWUDFWV��6RPH�DGYHUWLVHUV�UHSRUWHG�UHJXODUO\�FRPPLVVLRQLQJ�PHGLD�SHUIRUPDQFH�
DQG� ILQDQFLDO�DXGLWV��VRPH�VDLG� WKDW� WKHLU�FRQWUDFWV�RQO\�SHUPLWWHG� WKHP�WR�DXGLW� WKHLU�$25�DQG�QRW�DQ\�
DIILOLDWHG�FRPSDQLHV�ZLWKLQ�WKH�$JHQF\�+ROGLQJ�&RPSDQ\��VRPH�SURIHVVHG�D�FRPSOHWH�ODFN�RI�DZDUHQHVV�
RI�WKHLU�DXGLW�ULJKWV��([DPSOHV�RI�WKHVH�YDULDWLRQV�DUH�LQFOXGHG�EHORZ��

x� $�IRUPHU�KHDG�RI�JOREDO�PHGLD�IRU�DQ�LQWHUQDWLRQDO�DGYHUWLVHU�VDLG�WKDW�KH�KHOSHG�QHJRWLDWH�EURDG�
DXGLW�ULJKWV�ZLWK�WKH�ILUP¶V�DJHQFLHV�WKDW�H[WHQGHG�XS�WR�WKH�KROGLQJ�FRPSDQ\�OHYHO�DQG�LQFOXGHG�
DQ\�DIILOLDWH�RUJDQL]DWLRQV�RI�WKH�$JHQF\�+ROGLQJ�&RPSDQ\��³:H�KDG�WKH�ULJKW�WR�DXGLW�WKH�ERRNV�RI�
HYHU\� DIILOLDWHG� RUJDQL]DWLRQ� LQ� HYHU\� FRXQWU\� IRU� DOO� RXU� DJHQFLHV�´� KH� WROG�.���+RZHYHU�� LQ� KLV�
H[SHULHQFH�� WKH� ILUP�RQO\�FRPPLVVLRQHG�DXGLWV�RQ�$JHQF\�*URXS�RSHUDWLRQV�DW�D�FRXQWU\� OHYHO��
QHYHU�RQ�WKH�DJHQF\¶V�JOREDO�KROGLQJ�FRPSDQ\��+H�UHFDOOHG�RQH�RFFDVLRQ�ZKHQ�KLV�ILUP�VRXJKW�WR�
DFWLYDWH�LWV�IXOO�DXGLWV�ULJKWV�EXW�WKH�DJHQF\�³IODWO\�UHIXVHG�WR�DOORZ�XV�DQ\ZKHUH�QHDU�WKH�KROGLQJ�
FRPSDQ\�OHYHO�DFFRXQWV�RU�QXPEHUV��VR�WHFKQLFDOO\�WKH\�ZHUH�LQ�EUHDFK�RI�FRQWUDFW�´�7KH�VRXUFH�
VDLG�KLV�ILUP�FRQVLGHUHG�WDNLQJ�OHJDO�DFWLRQ�EXW�GHFLGHG�DJDLQVW�LW�EHFDXVH�LW�IHDUHG�D�ODZVXLW�FRXOG�
GDPDJH�LWV�FRQWLQXLQJ�ZRUNLQJ�UHODWLRQVKLS�ZLWK�WKH�DJHQF\��7KH�VRXUFH��ZKR�KDV�IRUPHU�DJHQF\�
H[SHULHQFH��DGGHG�WKDW�HYHQ�LI�KLV�ILUP�ZHUH�WR�REWDLQ�IXOO�DXGLW�DFFHVV�LQ�RUGHU�WR�XQFRYHU�DQ\�QRQ�
GLVFORVHG�VRXUFHV�RI�DJHQF\�UHYHQXH��³LW�ZRXOG�EH�DQ�HQRUPRXV�WDVN�WR�XQSLFN�WKH�YDULRXV�VWLWFKHV�
LQ�WKH�WDSHVWU\�WR�ILQG�RXW�ZKHUH�WKH�JROG�LV�EXULHG�´��

x� $QRWKHU� DGYHUWLVHU� ZKR� GHDOW� ZLWK� D� GLIIHUHQW� PHGLD� DJHQF\� FODLPHG� WKDW� KLV� IRUPHU� FRPSDQ\�
HQMR\HG�DXGLW� ULJKWV� UDQJLQJ�XS� WR� WKH�JOREDO�KROGLQJ�FRPSDQ\��DOWKRXJK�KH�ZDV�QRW�VXUH� LI� WKH�
FRPSDQ\�HYHU�SXUVXHG�VXFK�D�KLJK�OHYHO�DXGLW��

x� $�PHGLD�FRQVXOWDQW�WROG�.��RI�DQ�DGYHUWLVHU�WKDW�KDG�D�PHGLD�VHUYLFHV�DJUHHPHQW�ZLWK�DQ�DJHQF\�
ZLWKLQ�DQ�$JHQF\�+ROGLQJ�&RPSDQ\�WKDW�DOORZHG�WKDW�DJHQF\�WR�WDNH�D�PDUJLQ�RQ�WHOHYLVLRQ�DLUWLPH�
DV� ORQJ�DV�WKH�RYHUDOO�FRVW�ZDV�FRQVLVWHQW�ZLWK�³PDUNHW�UDWHV�´�7KH�PHGLD�FRQVXOWDQW�DVNHG�WKH�
FOLHQW�DERXW�WKLV�FODXVH�DQG�ZDV�LQIRUPHG��³7KH�DJHQF\�WROG�XV�WKH\�KDYH�WR�KDYH�WKLV�ODQJXDJH�LQ�
DOO�WKHLU�FRQWUDFWV��EXW�WKH\�VDLG�WKH\¶UH�QRW�DGGLQJ�WKHVH�PDUJLQV�ZLWK�XV�´�7KH�FRQVXOWDQW�WROG�.��
WKDW�WKH�FOLHQW¶V�DXGLW�ULJKWV�H[WHQGHG�RQO\�WR�WKH�DJHQF\¶V�PRQWKO\�SODQQLQJ�IHH�DQG�QRW�LWV�PHGLD�
SXUFKDVHV��WKHUHIRUH��WKH�FOLHQW�KDG�QR�DELOLW\�WR�YHULI\�WKLV�FODLP�E\�ZD\�RI�DXGLWLQJ���
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� &RQFOXVLRQ�� :LWKLQ� WKH� 6DPSOH� 6WXGLHG� E\� .��� 1RQ�
7UDQVSDUHQW� %XVLQHVV� 3UDFWLFHV� :HUH� )RXQG� WR� %H�
3HUYDVLYH�

$V� GHVFULEHG� LQ� WKH� SUHFHGLQJ� VHFWLRQV�� .�� IRXQG� VXEVWDQWLDO� HYLGHQFH� RI� QRQ�WUDQVSDUHQW� EXVLQHVV�
SUDFWLFHV�LQ�WKH�8�6��PHGLD�EX\LQJ�PDUNHWSODFH��7KHVH�SUDFWLFHV�LQFOXGH�WKH�IROORZLQJ��

x� 5HEDWHV� LQ� WKH� IRUP�RI� FDVK�� IUHH� VSDFH�RU� HTXLW\��ZKLFK�PD\� EH� VWUXFWXUHG�DV� D� SD\PHQW� IRU�
VHUYLFHV��

x� 3ULQFLSDO�WUDQVDFWLRQV�LQ�ZKLFK�$JHQF\�+ROGLQJ�&RPSDQLHV�OHYHUDJH�WKH�DJJUHJDWH�EX\LQJ�SRZHU�
RI�DOO�RI�WKHLU�FOLHQWV�±�UHJDUGOHVV�RI�ZKHWKHU�WKH\�RSW�LQ�WR�D�QRQ�GLVFORVHG�EX\LQJ�PRGHO�±�WR�VHFXUH�
WKH�KLJKHVW�SRVVLEOH�GLVFRXQWV�IRU�PHGLD�DQG��FRQVHTXHQWO\��VLJQLILFDQWO\�KLJKHU�PDUJLQV�RQ�UH�VDOH�
RI�VXFK�PHGLD�WR�DGYHUWLVHUV��
�

x� &HUWDLQ� SRWHQWLDOO\� SUREOHPDWLF� SUDFWLFHV�� HQDEOHG� E\� SULQFLSDO� WUDQVDFWLRQV�� LQFOXGLQJ� $JHQF\�
+ROGLQJ�&RPSDQLHV�SUHVVXULQJ��GLUHFWLQJ��DQG�RU�LQFHQWLYL]LQJ�PHGLD�EX\HUV�WR�GLUHFW�FOLHQW�VSHQG�
WR�KLJKHU�PDUJLQ�PHGLD��UHJDUGOHVV�RI�ZKHWKHU�VXFK�SXUFKDVHV�DUH�LQ�WKH�FOLHQWV¶�EHVW�LQWHUHVW��DQG�

x� $JHQF\�+ROGLQJ�&RPSDQLHV�WDNLQJ�HTXLW\�VWDNHV�LQ�PHGLD�VXSSOLHUV�DQG��WKHUHE\��FUHDWLQJ�FRQIOLFWV�
RI�LQWHUHVW��

$FFRUGLQJ�WR�WKH�VRXUFHV�LQWHUYLHZHG�E\�.���VHYHUDO�IDFWRUV�PD\�EH�FRQWULEXWLQJ�WR�WKH�SUROLIHUDWLRQ�RI�WKHVH�
QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV��6XFK�IDFWRUV�LQFOXGH�WKH�IROORZLQJ����

x� $GYHUWLVHUV� DQG� WKHLU� SURFXUHPHQW� GHSDUWPHQWV� GULYH� GRZQ� DJHQF\� IHHV� DQG� VHHN� H[WHQGHG�
SD\PHQW�WHUPV��WKHUHE\�FDXVLQJ�DJHQFLHV�WR�VHHN�DGGLWLRQDO�VRXUFHV�RI�UHYHQXH��

x� $GYHUWLVHUV�DUH�VWUXJJOLQJ�WR�UHVSRQG�WR�UDSLG�FKDQJHV� LQ�WKH�PHGLD�EX\LQJ� ODQGVFDSH�DQG�PD\�
ODFN�WKH�VXEMHFW�PDWWHU�H[SHUWLVH�WR�SURSHUO\�DVVHVV�WKHLU�PHGLD�SODQV�DQG�RU�LQFOXGH�FRQWUDFWXDO�
SURYLVLRQV�WKDW�SURWHFW�WKHLU�LQWHUHVWV��DQG��

x� 6RPH�DGYHUWLVHUV�KDYH�OLPLWHG�DXGLW�ULJKWV�WKDW�DUH�LQVXIILFLHQW�WR�GHWHFW�WKH�NLQGV�RI�QRQ�WUDQVSDUHQW�
EXVLQHVV�SUDFWLFHV�GHVFULEHG�DERYH��GR�QRW�IXOO\�H[HUFLVH�WKHLU�DXGLW�ULJKWV��DQG�RU�DUH�QRW�DZDUH�RI�
ZKDW�DXGLW�ULJKWV�WKHLU�DJHQF\�FRQWUDFWV�SHUPLW����

:LWKLQ�WKH�SRRO�RI�VRXUFHV�VWXGLHG�E\�.���QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV�ZHUH�IRXQG�WR�EH�SHUYDVLYH��
LQ�WKH�VHQVH�WKDW�HYLGHQFH�RI�WKHLU�H[LVWHQFH�ZDV�ZLGHVSUHDG�WKURXJKRXW�WKH�VDPSOH��7KLV�FRQFOXVLRQ�LV�
EDVHG�XSRQ�WKH�IROORZLQJ�NH\�TXDQWLWDWLYH�DQG�TXDOLWDWLYH�IDFWRUV��

 �
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$V�QRWHG�LQ�WKH�0HWKRGRORJ\�VHFWLRQ�DERYH������RI�WKH�VRXUFHV�.��LQWHUYLHZHG�ZHUH�IRFXVHG�RQ�WKH�8�6��
PDUNHW������RI�ZKRP�ZHUH�GLUHFWO\� LQYROYHG� LQ� WKH�PHGLD�EX\LQJ�SURFHVV��2I� WKHVH����� LQGLYLGXDOV�����
UHSRUWHG�GLUHFW�H[SHULHQFH�ZLWK�QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV�� LQFOXGLQJ� UHEDWHV� ����VRXUFHV��DQG�
SULQFLSDO�GHDOV�WKDW�HQDEOHG�SRWHQWLDOO\�SUREOHPDWLF�DJHQF\�SUDFWLFHV�����VRXUFHV����6RPH�RI�WKHVH�VRXUFHV�
UHSRUWHG�PXOWLSOH�H[SHULHQFHV�ZLWK�VHSDUDWH�DQG�XQUHODWHG�QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV��H�J��� WKH�
VDPH�VRXUFH�UHSRUWLQJ�ERWK�UHEDWHV�DQG�SUREOHPDWLF�SULQFLSDO�WUDQVDFWLRQV�����

1RQ�WUDQVSDUHQW� EXVLQHVV�SUDFWLFHV�ZHUH� QRW� OLPLWHG� WR�D�VSHFLILF� W\SH�RI�DJHQF\��.�� IRXQG�VXEVWDQWLDO�
HYLGHQFH� RI� QRQ�WUDQVSDUHQW� EXVLQHVV� SUDFWLFHV� LQ� $JHQF\� +ROGLQJ� &RPSDQLHV�� DV� ZHOO� DV� LQ� FHUWDLQ�
LQGHSHQGHQW� DJHQFLHV�� (YLGHQFH� LQFOXGHG� ERWK� GHWDLOHG� VRXUFH� DFFRXQWV� DQG� VLJQLILFDQW� GRFXPHQWDU\�
HYLGHQFH��

1RQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV�ZHUH�QRW�OLPLWHG�WR�RQH�VSHFLILF�W\SH�RI�PHGLD��.��IRXQG�HYLGHQFH�RI�
QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV�DFURVV�GLJLWDO��22+��SULQW��DQG�WHOHYLVLRQ�PHGLD��

7KHUH�ZHUH�DOVR�V\VWHPLF�HOHPHQWV� WR�VRPH�RI� WKH�QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV� UHSRUWHG� WR�DQG�
H[DPLQHG�E\�.���6SHFLILFDOO\��.��IRXQG�HYLGHQFH�WKDW�VHQLRU�H[HFXWLYHV�DW�DJHQFLHV�DQG�$JHQF\�+ROGLQJ�
&RPSDQLHV�ZHUH�DZDUH�RI�DQG�HYHQ�PDQGDWHG�VRPH�QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV��VXJJHVWLQJ�KLJK�
OHYHO� EX\�LQ� DW� WKHVH� FRPSDQLHV�� .�� DOVR� IRXQG� HYLGHQFH� WKDW� FRQWUDFWV� IRU� UHEDWHV� DQG� RWKHU� QRQ�
WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV�ZHUH�QHJRWLDWHG�DQG�VRPHWLPHV�VLJQHG�E\�DJHQF\�H[HFXWLYHV��VXJJHVWLQJ�
WKDW� WKHVH�SUDFWLFHV�ZHUH�SDUW�RI�WKH�UHJXODU�FRXUVH�RI�EXVLQHVV��([DPSOHV�RFFXUULQJ�ZLWKLQ�WKH� ODVW�ILYH�
\HDUV�±�DQG�GLVFXVVHG�LQ�SUHYLRXV�VHFWLRQV�RI�WKLV�UHSRUW�±�DUH�VXPPDUL]HG�EHORZ��

x� $V�GLVFXVVHG�LQ�6HFWLRQ��������D�IRUPHU�KROGLQJ�FRPSDQ\�H[HFXWLYH�UHSRUWHG�WKDW�VRPH�$JHQF\�
+ROGLQJ� &RPSDQLHV� DUH� NQRZQ� WR� RIIHU� FHUWDLQ� ILQDQFLDO� LQFHQWLYHV� IRU� KLJK� OHYHO� HPSOR\HHV�
�W\SLFDOO\�JURXS�GLUHFWRU�RU�DERYH�� WR�HQFRXUDJH� WKHP� WR�GLUHFW�PRQH\� WKURXJK� LQWHUQDO� HQWLWLHV��
7KHVH�LQFHQWLYHV�WRRN�WKH�IRUP�RI�TXDUWHUO\�ERQXVHV�LQ�ZKLFK�HPSOR\HHV�FRXOG�SRWHQWLDOO\�³JHW�D�
�������FKHFN�HYHU\�TXDUWHU�´�7KLV�H[HFXWLYH�DOVR�WROG�.��WKDW��DW�KLV�IRUPHU�KROGLQJ�FRPSDQ\��WKH�
GHWDLOV�RI�WKH�FRPSDQ\¶V�UHEDWH�DQG�SULQFLSDO�EX\LQJ�GHDOV�ZHUH�QHJRWLDWHG�DQG�FORVHO\�KHOG�E\�D�
VPDOO�JURXS�RI�KLJK�OHYHO�H[HFXWLYHV���

x� $V� GLVFXVVHG� LQ� 6HFWLRQ� ������� D� IRUPHU� PDQDJLQJ� GLUHFWRU� LQ� FKDUJH� RI� D� 8�6�� DJHQF\¶V�
SURJUDPPDWLF�WUDGLQJ�UHSRUWHG�WKDW�WKH�FKLHI�GLJLWDO�LQYHVWPHQW�RIILFHU�IRU�WKH�DJHQF\¶V�FRUSRUDWH�
SDUHQW��DQ�$JHQF\�+ROGLQJ�&RPSDQ\��ZRXOG�SUHVVXUH�HDFK�RI� WKH�DJHQFLHV� LW�RYHUVDZ�WR�GLUHFW�
FOLHQW�VSHQG�WRZDUG�FRPSDQLHV�LQ�ZKLFK�WKH�FRUSRUDWH�SDUHQW�KDG�LQYHVWHG���

x� $V�GLVFXVVHG�LQ�6HFWLRQ��������D�IRUPHU�&�OHYHO�H[HFXWLYH�RI�DQ�22+�DJHQF\�ZLWKLQ�D�ODUJHU�$JHQF\�
+ROGLQJ�&RPSDQ\�VDLG�KLV�PDQDJHPHQW�ZRXOG�SUHVVXUH�SODQQHUV�DQG�EX\HUV�WR�LQFUHDVH�VSHQGLQJ�
ZLWK�PHGLD�VXSSOLHUV�ZKR�KDG�DJUHHG�WR�UHYHQXH�JHQHUDWLQJ�SUDFWLFHV�WKDW�ZHUH�QRW�WUDQVSDUHQW�WR�
FOLHQWV��H�J���PDUNXSV�RQ�LQYHQWRU\�WKDW�WKH�DJHQF\�ERXJKW�DV�D�SULQFLSDO���7KH�IRUPHU�H[HFXWLYH�
LQGLFDWHG�WKDW�VSHQG�ZDV�FKDQQHOHG�WR�FHUWDLQ�YHQGRUV�UHJDUGOHVV�RI�ZKHWKHU�WKH�SXUFKDVH�ZDV�LQ�
WKH� EHVW� LQWHUHVW� RI� WKH� FOLHQW�� PRUHRYHU�� FOLHQWV� ZHUH� RQO\� LQIRUPHG� RI� VXFK� SUDFWLFHV� LI� WKH�
DGYHUWLVHU�DJHQF\�FRQWUDFW�VSHFLILFDOO\�UHTXLUHG�LW���

x� )RXU�LQGLYLGXDOV�LQWHUYLHZHG�E\�.��DOVR�UHSRUWHG�HQWHULQJ�LQWR�UHEDWH�RU�VHUYLFH�DJUHHPHQWV�ZLWK�
                                                           
���7KLV�RYHUODS�DFFRXQWV�IRU�ZK\�WKH�WRWDO�RI����VRXUFHV�ZKR�UHSRUWHG�QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV�LV�OHVV�WKDQ�WKH�VXP�RI�
WKRVH�UHSRUWLQJ�UHEDWHV������DQG�SULQFLSDO�WUDQVDFWLRQV�WKDW�HQDEOH�SRWHQWLDOO\�SUREOHPDWLF�DJHQF\�SUDFWLFHV��������
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DJHQFLHV�WKDW�ZHUH�QHJRWLDWHG�RU�VLJQHG�E\�VHQLRU�H[HFXWLYHV�DW�DJHQFLHV�RU�$JHQF\�*URXSV�ZLWKLQ�
WKH�ODVW�IRXU�\HDUV��$GGLWLRQDOO\��DQ�H[HFXWLYH�RI�DQ�DG�WHFK�FRPSDQ\�RSHUDWLQJ�LQ�QRQ�8�6��PDUNHWV�
UHSRUWHG�WKDW�D�8�6��EDVHG�WUDGLQJ�GLUHFWRU�RI�DQ�$JHQF\�*URXS�QHJRWLDWHG�ERWK�UHEDWH�DQG�VHUYLFH�
DJUHHPHQWV�GHDOV�ZLWK�WKH�DG�WHFK�FRPSDQ\��7KHVH�DJUHHPHQWV�DUH�GLVFXVVHG�LQ�IXUWKHU�GHWDLO�LQ�
6HFWLRQ���������

,Q�DGGLWLRQ� WR� WKH�PRUH� UHFHQW�H[DPSOHV�FLWHG� DERYH��.�¶V� VRXUFHV� LGHQWLILHG�VLPLODU�H[DPSOHV� WKDW�
RFFXUUHG�EHWZHHQ�ILYH�DQG�WHQ�\HDUV�DJR��VXJJHVWLQJ�WKDW�WKHVH�SUDFWLFHV�±�DQG�WKH�KLJK�OHYHO�H[HFXWLYH�
VXSSRUW�WKH\�UHFHLYH�±�DUH�QRW�QHZ��

x� $V�GLVFXVVHG�LQ�6HFWLRQ��������D�IRUPHU�KHDG�RI�8�6��GLJLWDO�LQYHVWPHQW�IRU�DQ�DJHQF\�GHVFULEHG�
KRZ��DSSUR[LPDWHO\�VL[�\HDUV�DJR��VHQLRU�PDQDJHPHQW�ZLWKLQ�KLV�DJHQF\¶V�FRUSRUDWH�SDUHQW��DQ�
$JHQF\�+ROGLQJ�&RPSDQ\��LVVXHG�D�PDQGDWH�WKDW�DQ\�GLJLWDO�SURJUDPPDWLF�PHGLD�WUDGLQJ�DERYH�D�
FHUWDLQ�GROODU�WKUHVKROG�PXVW�EH�GLUHFWHG�WR�WKH�$JHQF\�+ROGLQJ�&RPSDQ\¶V�$7'�UDWKHU�WKDQ�WR�DQ\�
WKLUG�SDUW\�DG�QHWZRUNV���

x� $V�GLVFXVVHG�LQ�6HFWLRQ��������D�IRUPHU�PDQDJLQJ�GLUHFWRU�DW�DQ�$JHQF\�*URXS¶V�GLJLWDO�YHQWXUHV�
XQLW�ZKR�OHIW�DSSUR[LPDWHO\�VHYHQ�\HDUV�DJR�VDLG� WKDW� LW�ZDV�³VWURQJO\�SUHIHUUHG´�E\� WKH�$JHQF\�
+ROGLQJ�&RPSDQ\� WKDW�DJHQFLHV�ZLWKLQ�WKH�JURXS�XVH�FHQWUDOL]HG�VHUYLFHV�VXFK�DV�WKH� LQ�KRXVH�
WUDGLQJ�GHVN��ZKLFK�KH�VDLG�VNHZHG� LQYHVWPHQW�GHFLVLRQV� WR�EHQHILW� WKH�FRUSRUDWH�SDUHQW� UDWKHU�
WKDQ�FOLHQWV���

x� $V�GLVFXVVHG�LQ�6HFWLRQ��������D�IRUPHU�&�OHYHO�DJHQF\�H[HFXWLYH�UHSRUWHG�WKDW�DERXW�RQH�TXDUWHU�
RI�DOO�WKH�DJHQF\¶V�GLJLWDO�WUDGLQJ�ZDV�IXQQHOHG�WKURXJK�WKH�$JHQF\�+ROGLQJ�&RPSDQ\¶V�$7'�DV�D�
UHVXOW�RI�SUHVVXUH�WKDW�KLV�DJHQF\¶V�%RDUG�RI�'LUHFWRUV�DSSOLHG�WR�PDQDJHPHQW���

x� $V�GLVFXVVHG�LQ�6HFWLRQ��������WKH�KHDG�RI�DQ�LQGHSHQGHQW�DJHQF\�WROG�.��DERXW�D�PHHWLQJ�KH�KDG�
DSSUR[LPDWHO\�WHQ�\HDUV�DJR�ZLWK�DQ�$JHQF\�*URXS���'XULQJ�WKH�PHHWLQJ��D�VHQLRU�H[HFXWLYH�DW�WKH�
$JHQF\�*URXS�WROG�WKH�VRXUFH�DERXW�YDULRXV�ZD\V�RQH�RI�LWV�DJHQFLHV�ZDV�PDNLQJ�³JUH\�UHYHQXH´�
IURP�8�6��PHGLD�VSHQGLQJ��LQFOXGLQJ�QRW�UHWXUQLQJ�PHGLD�UHEDWHV�WR�FOLHQWV�DQG�NHHSLQJ�SD\PHQWV�
IRU�XQELOOHG�PHGLD��L�H���PRQH\V�UHFHLYHG�IURP�FOLHQWV�IRU�ZKLFK�WKH\�KDYH�QRW�UHFHLYHG�DQ�LQYRLFH�
IURP�WKH�PHGLD�VXSSOLHU���DIWHU�SODFLQJ�WKHP�LQ�HVFURZ�IRU�D�SHULRG�RI�WLPH���

,Q�VXP��QRQ�WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV��LQ�QXPHURXV�SUREOHPDWLF�YDULDQWV��ZHUH�IRXQG�WKURXJKRXW�WKH�
VDPSOH�H[DPLQHG�E\�.���7KH�SHUYDVLYHQHVV�RI�WKHVH�SUDFWLFHV�LQ�WKH�VDPSOH�VWURQJO\�VXJJHVWV�WKDW�QRQ�
WUDQVSDUHQW�EXVLQHVV�SUDFWLFHV�DUH�DOVR�FRPPRQ�LQ�WKH�PHGLD�EX\LQJ�HFRV\VWHP�IURP�ZKLFK�WKH�VDPSOH�
ZDV�GUDZQ��
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� *ORVVDU\�RI�.H\�7HUPV�DQG�&RQFHSWV�
$G�,PSUHVVLRQ�� $Q\�RFFDVLRQ�ZKHQ�DQ�DG��LQ�DQ\�IRUPDW�RU�PHGLXP��LV�VHUYHG�WR�

D�FRQVXPHU��,Q�WKH�FRQWH[W�RI�RQOLQH�DGYHUWLVLQJ��LW�PHDQV�WKRVH�
RFFDVLRQV�ZKHQ�DQ�DG�LV�VHUYHG�WR�D�XVHU¶V�LQWHUQHW�EURZVHU�RU�
PRELOH�DSSOLFDWLRQ��7KH�QXPEHU�RI�LPSUHVVLRQV�DQ�DG�DFKLHYHV�LV�
D�FRPPRQ�SHUIRUPDQFH�PHWULF��

$G�7HFK�� 7KLV� WHUP� LV� VKRUW� IRU� DGYHUWLVLQJ� WHFKQRORJ\�� DQG� UHIHUV� WR�
WHFKQRORJLHV� WKDW� HQDEOH� WKH� DXWRPDWHG� EX\LQJ� DQG� VHOOLQJ� RI�
DGYHUWLVHPHQWV�� 7KHVH� LQFOXGH� GHPDQG�VLGH� SODWIRUPV� �³'63´��
DQG� VXSSO\�VLGH� SODWIRUPV� �³663´�� DV� ZHOO� DV� FRPSDQLHV� WKDW�
SURYLGH�WHFKQRORJ\�RU�GDWD�VHUYLFHV�IRU�WKH�GHOLYHU\�DQG�WDUJHWLQJ�
RI� GLJLWDO� DGV�� 7KHVH� WHFKQRORJ\� DQG� GDWD� FRPSDQLHV� PD\�
SXUFKDVH�DQG�UHVHOO�PHGLD��DFWLQJ�IXQFWLRQDOO\�DV�PHGLD�VXSSOLHUV��

$GYHUWLVHU�� $Q\�RUJDQL]DWLRQ�WKDW�DGYHUWLVHV�LWV�JRRGV�DQG�VHUYLFHV�WKURXJK�
SDLG�� HDUQHG� RU� RZQHG�PHGLD� SODFHPHQWV��:LWK� UHVSHFW� WR� WKH�
DJHQFLHV��VRPHWLPHV�UHIHUUHG�WR�DV�³FOLHQW�´�

$JHQF\�*URXS�� $�SDUHQW�FRPSDQ\�RI�PHGLD�DJHQFLHV�DQG�RWKHU�UHODWHG�HQWLWLHV�
WKDW�LV�LWVHOI�RZQHG�E\�DQ�$JHQF\�+ROGLQJ�&RPSDQ\��

$JHQF\�+ROGLQJ�&RPSDQ\�� $� SDUHQW� FRUSRUDWLRQ� WKDW� FRQWUROV� D� QHWZRUN� RI� FRPSDQLHV��
LQFOXGLQJ� DGYHUWLVLQJ� � DJHQFLHV��PHGLD� DJHQFLHV�� EDUWHU�� SXEOLF�
DIIDLUV��GDWD�PDQDJHPHQW��FRPPXQLFDWLRQV�DQG�RU�RWKHU�HQWLWLHV��
,Q�WKLV�UHSRUW��WKLV�WHUP�LV�XVHG�WR�UHIHU�WR�WKH�SDUHQW�HQWLW\�IRU�RQH�
RI�WKH�VL[�ODUJHVW�JOREDO�DJHQF\�QHWZRUNV���

$JHQF\�RI�5HFRUG��³$25´��� 7KH�PHGLD�DJHQF\�WKDW�FRQWUDFWV�ZLWK�DQ�DGYHUWLVHU�WR�SXUFKDVH�
DGYHUWLVLQJ�VSDFH�DQG�WLPH�RQ�LWV�EHKDOI��

$JHQF\�7UDGLQJ�'HVN��³$7'´��� $�WUDGLQJ�HQWLW\�XVHG�IRU�EX\LQJ�DQG�UHVHOOLQJ�RQOLQH�DGYHUWLVLQJ�
VSDFH��FRQWUROOHG�E\�DQ�$JHQF\�+ROGLQJ�&RPSDQ\���

$JHQF\�9ROXPH�%RQXV��³$9%´��� $QRWKHU�QDPH�IRU�D�UHEDWH��

%DUWHU�&RPSDQ\�� $�EDUWHU�FRPSDQ\�WUDGHV�LQ�JRRGV�DQG�RU�VHUYLFHV�LQ�DGGLWLRQ�WR�
XVLQJ�D�PHGLXP�RI�H[FKDQJH��VXFK�DV�FDVK�� ,Q� WKH� DGYHUWLVLQJ�
FRQWH[W��EDUWHU�FRPSDQLHV�WUDGH�PHGLD�IRU�JRRGV��VHUYLFHV��DQG�
FDVK��

&RQWLQJHQW�(TXLW\�� )RU�SXUSRVHV�RI�WKLV�UHSRUW��D�VWRFN�RSWLRQ�RU�ZDUUDQW��

&30�� 7KH� FRVW� RI� SODFLQJ� DQ� DG� EDVHG� RQ� WKH� SULFH� RI� ������
LPSUHVVLRQV��RU�³FRVW�SHU�WKRXVDQG�´�

&UHDWLYH�$JHQF\�� $Q�DJHQF\�HPSOR\HG�E\�DGYHUWLVHUV�WR�SODQ��GHVLJQ��DQG�H[HFXWH�
WKHLU�DGYHUWLVLQJ�FRQWHQW��

'HPDQG�6LGH�3ODWIRUP��³'63´��� $�WHFKQRORJ\�SODWIRUP�WKDW�HQDEOHV�DGYHUWLVHUV�DQG�DJHQFLHV�WR�
EX\�GLJLWDO�DGV�LQ�DQ�DXWRPDWHG�IDVKLRQ���



 

 

  

���
�

0DVWHU�6HUYLFH�$JUHHPHQW��³06$´��� )RU�WKH�SXUSRVHV�RI�WKLV�UHSRUW��DQ�06$�LV�D�FRQWUDFW�EHWZHHQ�DQ�
DGYHUWLVHU�DQG�DJHQF\�LQ�ZKLFK�ERWK�SDUWLHV�DJUHH�WR�WHUPV�WKDW�
JRYHUQ� IXWXUH� WUDQVDFWLRQV� DQG�RU� DJUHHPHQWV�� LQFOXGLQJ� LWHPV�
VXFK�DV�PHGLD�SODQQLQJ�DQG�EX\LQJ��RU�DJHQF\�FRPSHQVDWLRQ����

0HGLD�$JHQF\���� $Q� DJHQF\� WKDW� �D�� DGYLVHV� FRPSDQLHV� RQ� KRZ� DQG� ZKHUH� WR�
DGYHUWLVH�� �E��QHJRWLDWHV�ZLWK�YDULRXV�PHGLD�VXSSOLHUV� WR�REWDLQ�
WLPH�DQG�VSDFH�IRU�DGYHUWLVHPHQWV��DQG��F��SODFHV�DQG�PDQDJHV�
DGYHUWLVLQJ�VFKHGXOHV�����

0HGLD�6XSSOLHU�� $Q�LQGLYLGXDO��HQWHUSULVH�RU�FRUSRUDWLRQ�WKDW�VHOOV�PHGLD�LQYHQWRU\�
WR�PHGLD�DJHQFLHV�RU�GLUHFWO\�WR�DGYHUWLVHUV��

2XW�RI�+RPH�$GYHUWLVLQJ��³22+´��� $GYHUWLVLQJ�IRUPDWV�WKDW�UHDFK�FRQVXPHUV�ZKLOH�WKH\�DUH�RXWVLGH�
WKHLU�KRPHV��VXFK�DV�ELOOERDUGV��EXV�ZUDSV��VXEZD\�SRVWHUV��RU�
DLUSRUW�GLRUDPDV��

3URJUDPPDWLF�� 7KH�DXWRPDWLRQ�RI�PHGLD�EX\LQJ�DQG�PHGLD�VHOOLQJ�SURFHVVHV�
DQG�GHFLVLRQV��HQKDQFHG�WKURXJK�GDWD��

5DWH�&DUG�� $�VKHHW�RI�SULFHV�DQG�GHVFULSWLRQV�IRU�WKH�YDULRXV�DG�SODFHPHQW�
RSWLRQV�DYDLODEOH�IURP�D�PHGLD�VXSSOLHU��

5HEDWH�� $Q\�EHQHILW�WKDW�D�PHGLD�VXSSOLHU�SURYLGHV�WR�D�PHGLD�DJHQF\��RU�
DQ� HQWLW\� ZLWKLQ� DQ� $JHQF\� +ROGLQJ� &RPSDQ\�� UHSUHVHQWLQJ� D�
SRUWLRQ� RI� WKH� DPRXQW� WKDW� DQ� DJHQF\�� RU� DQ� HQWLW\� ZLWKLQ� DQ�
$JHQF\�+ROGLQJ�&RPSDQ\��VSHQGV�RQ�PHGLD�SXUFKDVHV�ZLWK�WKDW�
PHGLD�VXSSOLHU��$OVR�NQRZQ�DV�DQ�DJHQF\�YROXPH�ERQXV��³$9%´����

6WRFN�:DUUDQWV�� $�VHFXULW\�WKDW�HQWLWOHV�WKH�KROGHU�WR�EX\�WKH�XQGHUO\LQJ�VWRFN�RI�
WKH�LVVXLQJ�FRPSDQ\�DW�D�IL[HG�SULFH��FDOOHG�H[HUFLVH�SULFH��XQWLO�
WKH�H[SLUDWLRQ�GDWH��:DUUDQWV�DQG�RSWLRQV�DUH�VLPLODU�LQ�WKDW�WKH�
WZR� FRQWUDFWXDO� ILQDQFLDO� LQVWUXPHQWV� DOORZ� WKH� KROGHU� VSHFLDO�
ULJKWV� WR� EX\� VHFXULWLHV�� %RWK� DUH� GLVFUHWLRQDU\� DQG� KDYH�
H[SLUDWLRQ�GDWHV��

6XSSO\�6LGH�3ODWIRUP��³663´��� $�WHFKQRORJ\�SODWIRUP�GHVLJQHG�WR�IDFLOLWDWH�WKH�PDQDJHPHQW�DQG�
PRQHWL]DWLRQ�RI�RQOLQH�PHGLD�LQYHQWRU\�E\�PHGLD�VXSSOLHUV��663V�
RIIHU� DG� LPSUHVVLRQV� IRU� VDOH� WR� D� UDQJH� RI� DG� H[FKDQJHV� DQG�
'63V��
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���,Q�WKLV�UHSRUW��XQOHVV�RWKHUZLVH�VWDWHG��DQ\�UHIHUHQFH�WR�³DJHQF\´�UHIHUV�WR�D�PHGLD�DJHQF\���



 

 

  

���
�

'LDJUDP�-��5HODWLRQVKLS�RI�.H\�$JHQF\�+ROGLQJ�&RPSDQ\�(QWLWLHV���
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���3OHDVH�QRWH�WKDW�WKLV�GLDJUDP�LV�LQWHQGHG�WR�FDSWXUH�WKH�UHODWLRQVKLS�EHWZHHQ�FHUWDLQ�NH\�$JHQF\�+ROGLQJ�&RPSDQ\�HQWLWLHV�FLWHG�
LQ�WKLV�UHSRUW�DQG�LV�QRW�LQWHQGHG�DV�D�FRPSUHKHQVLYH�FRUSRUDWH�VWUXFWXUH�RI�DQ�$JHQF\�+ROGLQJ�&RPSDQ\��
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