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�� ,QWURGXFWLRQ
,Q� WKLV� SDSHU� ZH� WDNH� LVVXH� ZLWK� WKH� UHFHLYHG� YLHZ� RI� OH[LFDO� VWUXFWXUH�ZKLFK� YLHZV� WKH� OH[LFRQ� DV� EHLQJ� WKH� UHSRVLWRU\� RI� WKH� DUELWUDU\� DQG� WKHLGLRV\QFUDWLF��$�FRQVHTXHQFH�RI�WKLV�SRVLWLRQ�LV�WKDW�OH[LFDO�LWHPV�DUH�DUE L�WUDULO\�UHODWHG�� UHVXOWLQJ� LQ�D�KRPRQ\P\�YLHZ�RI�ZRUG�PHDQLQJ��2XU�SX U�SRVH�LQ�WKLV�SDSHU�LV�WR�VXJJHVW�WKDW�WKH�OH[LFRQ��DW�OHDVW�LQ�WKH�FDVH�RI�WKHFORVHG�FODVV�RI�SUHSRVLWLRQV�� LV� V\VWHPDWLFDOO\�PRWLYDWHG�� ,Q�6HFWLRQ���ZHDUJXH�WKDW�WKH� WUDGLWLRQDO�YLHZ�RI� WKH� OH[LFRQ� LV� LQDGHTXDWH� WR�DFFRXQW�IRUWKH�VHQVHV�RI�SUHSRVLWLRQV�LQ�WKUHH�ZD\V��7KHVH�UHODWH�WR�WKH�IDFW�WKDW�D�ZRUGFDQ�WDNH�RQ�QHZ�PHDQLQJV�LQ�QRYHO�FRQWH[WV��WKDW�ZRUGV�WHQG�WR�EH�SRO\V H�PRXV�� DQG� WKDW� D� VLQJOH� ZRUG� FDQ� DSSHDU� LQ� D� UDQJH� RI� GLIIHUHQW� OH[LFDOFODVVHV��7KHVH�OLQJXLVWLF�IDFWV� IRUFH�XV� WR�FRQFOXGH� WKDW�� UDWKHU� WKDQ�EHLQJDUELWUDU\�DQG�ODFNLQJ�LQ�V\VWHPDWLFLW\��OH[LFDO�VWUXFWXUH�DQG�RUJDQLVDWLRQ�LVLQ� IDFW� KLJKO\� RUJDQLVHG�� DFKLHYLQJ� LWV� FOHDUHVW� LQGLFDWLRQ� RI� D�PRWLYDWHGV\VWHP�LQ� WKH�SURFHVV�RI�PHDQLQJ�H[WHQVLRQ�� ,Q�6HFWLRQ���ZH�VXJJHVW� WKDWPHDQLQJ�H[WHQVLRQ��DV� LW� UHODWHV� WR�SUHSRVLWLRQV�� UHVXOWV� IURP� WKH�FRPSOH[LQWHUDFWLRQ�RI�VSDWLR�SK\VLFDO�H[SHULHQFH�DQG�ODQJXDJH�XVH��:H�GLVFXVV�WKLVIURP�WKH�SHUVSHFWLYH�RI�SULQFLSOHG�SRO\VHP\ �(YDQV������ (YDQV�DQG�7\OHU����� 7\OHU�DQG�(YDQV��������������ZKLFK�FRQVWLWXWHV�D�PRWLYDWHG�DFFRXQWRI� ZRUG�PHDQLQJ� DQG�PHDQLQJ� H[WHQVLRQ�� ,Q� 6HFWLRQ� �� ZH� LOOXVWUDWH� RQHDVSHFW�RI�WKH�PRWLYDWHG�QDWXUH�RI�PHDQLQJ�H[WHQVLRQ��L�H��WKH�SKHQRPHQRQRI�SRO\VHP\��E\�SURYLGLQJ�DQ�DQDO\VLV�RI�SDUW�RI�WKH�VHPDQWLF�QHWZRUN�D V�VRFLDWHG�ZLWK�WKH�(QJOLVK�SUHSRVLWLRQ� LQ��$FFRUGLQJO\��RXU�JRDO�LQ�WKLV�SD�SHU� LV� WR� GHPRQVWUDWH� WKDW� WKH� OH[LFRQ� LV� KLJKO\� PRWLYDWHG�� DQG� WKDW� GXHFRQVLGHUDWLRQ�UHYHDOV�WKDW�OH[LFDO�RUJDQLVDWLRQ�DQG�VWUXFWXUH�LV�KLJKO\�LQWU L�FDWH�DQG�V\VWHPDWLF�
�� /H[LFDO�VWUXFWXUH�DQG�PRWLYDWLRQ
7UDGLWLRQDOO\��WKH�OH[LFRQ�KDV�EHHQ�YLHZHG�DV�WKH�UHSRVLWRU\�RI�WKH�DUELWUDU\DQG�LGLRV\QFUDWLF��ZLWK�DOO�UHJXODULW\�DQG�SURGXFWLYLW\�DVVRFLDWHG�ZLWK�OD Q�JXDJH�WDNLQJ�SODFH�LQ�WKH�V\QWD[��%ORRPILHOG��������7KLV�WUDGLWLRQDO�YLHZLV� VWLOO� DOLYH� WRGD\�� KDYLQJ� EHHQ� UHFHQWO\� UHDVVHUWHG� E\� &KRPVN\�� ZKRVWDWHV�� ³,� XQGHUVWDQG� WKH� OH[LFRQ� LQ� D� UDWKHU� WUDGLWLRQDO� VHQVH�� DV� D� OLVW� RI³H[FHSWLRQV´�� ZKDWHYHU� GRHV� QRW� IROORZ� IURP� JHQHUDO� SULQFLSOHV´� ������������$�FRQVHTXHQFH�RI�WKLV�WUDGLWLRQDO�SRVLWLRQ�LV�WR�YLHZ�WKH�OH[LFRQ�DV�³DVWDWLF� VHW� RI� ZRUGV� DQG� ZRUG� VHQVHV�� WDJJHG� ZLWK� IHDWXUHV� IRU� V\QWDFWLF�
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PRUSKRORJLFDO�DQG�VHPDQWLF�LQIRUPDWLRQ��UHDG\�WR�EH�LQVHUWHG�LQWR�V\QWD F�WLF� IUDPHV�ZLWK� DSSURSULDWHO\�PDWFKLQJ� IHDWXUHV´� �7\OHU� DQG�(YDQV� ����������0RUH� UHFHQWO\��KRZHYHU�� LW� KDV�EHHQ� UHDOLVHG�E\�D� UDQJH�RI� OH[LFDO� V H�PDQWLFLVWV�WKDW�WKH�WUDGLWLRQDO�YLHZ�LV�VLPSO\�LQFRPSDWLEOH�ZLWK�WKH�OLQJXLV�WLF�IDFWV��H�J��%UXJPDQ�������%UXJPDQ�DQG�/DNRII�������(YDQV� ������(Y�DQV� DQG� 7\OHU� ������ /DNRII� ������ 3XVWHMRYVN\� ����� 7\OHU� DQG� (YDQV�������������7KLV� IROORZV�DV� WKHUH� DUH� �DW� OHDVW�� WKUHH�ZD\V� LQ�ZKLFK� WKHWUDGLWLRQDO�YLHZ�RI�OH[LFDO�RUJDQLVDWLRQ�IDLOV�WR�PDWFK�XS�ZLWK�WKH�EHKDYLRXURI�ZRUGV�� 7KDW� LV�� WKH� YLHZ� RI� WKH� OH[LFRQ� DV� FRQVWLWXWLQJ� D� VHW� RI� VWDWLFZRUGV�VHQVHV�LV�LQFRPSDWLEOH�ZLWK�WKH�³G\QDPLF´�QDWXUH�RI�ZRUG�PHDQLQJDV�RXWOLQHG�EHORZ�)LUVW�� WKH� VDPH� ZRUG� FDQ� EH� XVHG� LQ� D� GLYHUVH� UDQJH� RI� FRQWH[WV�� LQZKLFK�QRYHO�PHDQLQJV�DUH�GHULYHG��7KLV�FRQVWLWXWHV�ZKDW�ZH�WHUP�WKH�LVVXHRI� RQ�OLQH� PHDQLQJ� FRQVWUXFWLRQ� �7\OHU� DQG� (YDQV� ������ RU�� IROORZLQJ6LQKD� DQG� .XWHYD� �������� GLVWULEXWHG� VHPDQWLFV �VHH� (YDQV� DQG� 7\OHU�������7KDW� LV��ZRUG�PHDQLQJ� LV� FRQWH[W�VHQVLWLYH�GUDZLQJ�XSRQ�HQF\FOR�SDHGLF�NQRZOHGJH�DV�ZHOO�DV�LQIHUHQFLQJ�VWUDWHJLHV�ZKLFK�UHODWH�WR�GLIIHUHQWDVSHFWV�RI�FRQFHSWXDO�VWUXFWXUH��RUJDQLVDWLRQ�DQG�SDFNDJLQJ��VHH�&URIW�DQG&UXVH� ������ (YDQV� DQG� 7\OHU� ����� /DQJDFNHU� ������ 6LQKD� DQG� .XWHYD������6ZHHWVHU�������7\OHU�DQG�(YDQV�������)RU�LQVWDQFH��FRQVLGHU�WKH�IROORZLQJ�VHQWHQFHV��DGDSWHG�IURP�+HUVNRYLWV������
��� 7KHUH¶V�VRPH�IUXLW�LQ�WKH�ERZO���� 7KHUH¶V�D�FUDFN�LQ�WKH�ERZO�
7KHVH�H[DPSOHV�LOOXVWUDWH�WKDW�D�SDUWLFXODU�7UDMHFWRU��75��FDQ��LQ�FRQMXQF�WLRQ�ZLWK�D�SDUWLFXODU�/DQGPDUN��/0���DIIHFW�WKH�LQWHUSUHWDWLRQ�RI�D�SUHSR�VLWLRQ�� 2Q�RQH�KDQG��WKH�LQWHUSUHWDWLRQ�DVFULEHG�WR�VHQWHQFH�����LV�WKDW�WKH/0�� WKH�ERZO��FRQWDLQV�RU�VXUURXQGV�WKH�75�� WKH�IUXLW��2Q�WKH�RWKHU�KDQG�WKH�FRQYHQWLRQDO�LQWHUSUHWDWLRQ�RI�����LV�WKDW�WKH�75�� WKH�FUDFN��FRQVWLWXWHV�D
�� 7KH�WHUPV�WUDMHFWRU �75��DQG�ODQGPDUN �/0��GHULYH�IURP�/DQJDFNHU¶V�&RJQL�WLYH�*UDPPDU�IUDPHZRUN��$�75� LV� WKH� IRFDO�SDUWLFLSDQW� LQ�D�SURILOHG� UHODWLRQ�VKLS��ZKLOH�WKH�/0�LV�WKH�VHFRQGDU\�SDUWLFLSDQW��0RUHRYHU�� WKH�75�LV� OLNHO\� WREH� WKH� VPDOOHU��PRELOH� HQWLW\��ZKLFK� LV� ORFDWHG�ZLWK� UHVSHFW� WR� WKH�/0��ZKLFKVHUYHV�WR�ORFDWH�LW��,Q�D�VSDWLDO�VFHQH�GHVFULEHG�E\�WKH�VHQWHQFH��7KH�DQW�LV�LQ�WKHER[��WKH�DQW�FRUUHVSRQGV�WR�WKH�75��ZKLOH�WKH�ER[�FRUUHVSRQGV�WR�WKH�/0�
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IODZ��ZKLFK�LV�SDUW�RI�WKH�ERZO��$GGLWLRQDOO\�� WKH�FUDFN PD\�HLWKHU�DSSHDUDV�SDUW�RI�WKH�LQWHULRU�RU�H[WHULRU�RI�WKH�ERZO��/DQJXDJH�XVHUV�GR�QRW�QR U�PDOO\�GHULYH�DQ� LQWHUSUHWDWLRQ�IRU������ LQ�ZKLFK�DQ�HQWLW\� LGHQWLILHG�DV� WKHFUDFN LV�VRPHKRZ�ORFDWHG�³ZLWKLQ´�WKH�FRQILQHV�RI�WKH�ERZO��L�H�� WKH�LQWH�ULRU�VSDFH�ERXQGHG�E\�WKH�ERZO��LQ�WKH�VDPH�ZD\�WKDW�HQWLWLHV�VXFK�DV�IUXLWFDQ� EH�� &OHDUO\�� RXU� LQWHUSUHWDWLRQ� RI� WKH� FRQFHSWXDO� VSDWLDO� UHODWLRQ� GH�QRWHG�E\�D�SUHSRVLWLRQ��VXFK�DV� LQ��LV�LQ�SDUW�FRQVWUDLQHG�E\�VHQWHQWLDO�FRQ�WH[W�� WKDW� LV��E\� WKH�FKDUDFWHULVWLFV�RI� WKH�HQWLWLHV�ZKLFK�DUH�GHVLJQDWHG��$FUDFN LV�D�GLIIHUHQW�NLQG�RI�HQWLW\�IURP�IUXLW��,Q�FRQFHSWXDO�WHUPV��D�FUDFN LVLQKHUHQWO\� UHODWLRQDO�� UHTXLULQJ� D� /0� RI� ZKLFK� LW� FRQVWLWXWHV� D� VXESDUW�ZKLOH�IUXLW LV�D�YHULGLFDOO\�GLVWLQFW�HQWLW\��7KH�GLIIHUHQW�VWDWXV�RI�WKHVH�WZRLWHPV�GLIIHUHQWLDOO\�DIIHFWV�WKH�LQWHUSUHWDWLRQ�RI�WKH�UHODWLRQVKLS�GHVLJQDWHGE\�WKH�SUHSRVLWLRQ��,Q�WKLV�ZD\��WKH�PHDQLQJ�DVVLJQHG�WR�WKH�SUHSRVLWLRQ�LV³GLVWULEXWHG´�DFURVV�WKH�VHQWHQFH�7KH�SRLQW�WKHQ�LV�WKDW�D�WKHRU\�RI�OH[LFDO�VWUXFWXUH�UHTXLUHV�D�PRWLYDWHGDFFRXQW�RI�KRZ�ZRUG�PHDQLQJ� LV� LQWHJUDWHG�ZLWKLQ� WKH� RYHUDOO� FRQWH[W� RIWKH�VHQWHQFH�RU�HYHQ�ODUJHU�XQLWV��7KDW�LV��D�WKHRU\�RI� GLVWULEXWHG�VHPDQWLFVLV� UHTXLUHG� �FI�� 6LQKD� DQG� .XWHYD� ������� D� WKHRU\� ZKLFK� UHFRJQLVHV� WKDWXWWHUDQFH�PHDQLQJ�LV�WKH�UHVXOW�RI�WKH�LQWHJUDWLRQ�RI�ZRUG�VHQVHV�LQ�D�ZD\ZKLFK� LV� FRKHUHQW� ZLWK�� DQG� FRQWLQJHQW� XSRQ�� UHDO�ZRUOG� NQRZOHGJH�� $VVXFK�� XWWHUDQFH� PHDQLQJ� GRHV� QRW� UHVLGH� LQ� LQGLYLGXDO� OH[LFDO� LWHPV�� EXWUDWKHU�UHVXOWV�IURP�WKHLU�LQWHUDFWLRQ��ZKLFK�VHUYHV�WR�SURPSW�IRU�LQWHJUDWLRQDW� WKH� FRQFHSWXDO� OHYHO� JXLGHG� E\� D� UDQJH� RI� LQIHUHQFLQJ� VWUDWHJLHV� �VHH7\OHU�DQG�(YDQV�������������7KH�VHFRQG�ZD\� LQ�ZKLFK� WKH� WUDGLWLRQDO�YLHZ�RI� WKH� OH[LFRQ� LV� LQDGH�TXDWH�UHODWHV�WR�WKH�SKHQRPHQRQ�RI�SRO\VHP\��8QGHU�WKH�WUDGLWLRQDO�YLHZ�FRQYHQWLRQDO� ZRUG�PHDQLQJV� DVVRFLDWHG� ZLWK� PDQ\� OH[LFDO� LWHPV� VKDULQJWKH�VDPH�IRUP�DUH�XQUHODWHG� WR�RQH�DQRWKHU��D�KRPRQ\P\�SRVLWLRQ���&RQ�WUDU\�WR�WKLV�SRVLWLRQ��ZH�DUJXH�WKDW�OH[LFDO�LWHPV�GR�QRW�DFW�OLNH�VWDWLF�EXQ�GOHV� RI� IHDWXUHV�� EXW� UDWKHU� HYROYH� DQG� FKDQJH�� VXFK� WKDW� QHZ� VHQVHV� DUHGHULYHG� IURP� SUH�H[LVWLQJ� VHQVHV�� +HQFH�� OH[LFDO� LWHPV� DUH� PRGHOOHG� DVFRQVWLWXWLQJ�FDWHJRULHV�PDGH�XS�RI�GLVWLQFW�EXW�UHODWHG�VHQVHV��(YDQV� �����/DNRII�������7D\ORU������ 7\OHU�DQG�(YDQV�������������,QIOXHQWLDO� VWXGLHV� VXFK� DV�%UXJPDQ� ������� DQG�/DNRII� ��������ZKLFKH[DPLQHG� WKH�(QJOLVK� SUHSRVLWLRQ� RYHU� KDYH� GHPRQVWUDWHG� WKDW� VHQVHV� DVGLYHUVH�DV�µDERYH¶��H�J��7KH�SLFWXUH�LV�RYHU�WKH�PDQWOH��µFRYHULQJ¶��H�J��7KHFORXGV�DUH�RYHU�WKH�VXQ��DQG�µFRPSOHWLRQ¶��H�J��7KH�UHODWLRQVKLS�LV�RYHU��DUHUHODWHG� WR� RQH� DQRWKHU�� DQG� WKXV� SURYLGH� HYLGHQFH� WKDW� ZRUG� PHDQLQJ� LVQHLWKHU�D�VWDWLF�SKHQRPHQRQ��QRU�LV�D�KRPRQ\P\�SHUVSHFWLYH�DOZD\V�SODX�



6SDWLDO�H[SHULHQFH��OH[LFDO�VWUXFWXUH�DQG�PRWLYDWLRQ �
VLEOH�� -XVW� DV�ZRUG�PHDQLQJV� FDQ� ³FKDQJH´� LQ� FRQWH[W�� E\� YLUWXH� RI� WKHLUGLIIHUHQWLDO� LQWHUDFWLRQ�ZLWK�RWKHU� VHQWHQWLDO�HOHPHQWV�� VR� WKH� LQYHQWRU\�RIZRUG� � VHQVHV� FRQYHQWLRQDOO\� DVVRFLDWHG� ZLWK� D� OH[LFDO� LWHP� FDQ� FKDQJH�ZLWK� QHZ� ZRUG� VHQVHV� HYROYLQJ�� +HQFH�� D� WKHRU\� RI� OH[LFDO� RUJDQLVDWLRQUHTXLUHV�D�PRWLYDWHG�DFFRXQW�RI�WKH�H[SHULHQWLDO�DQG�FRQFHSWXDO�IDFWRUV�WKDWIDFLOLWDWH�WKH�GHULYDWLRQ�RI�QHZ�FRQYHQWLRQDO�VHQVHV��DQG�WKXV�DQ�DFFRXQW�RIWKH�QDWXUH�DQG�RULJLQ�RI�SRO\VHP\�7KH�WKLUG�ZD\�LQ�ZKLFK�WKH�WUDGLWLRQDO�YLHZ�RI�WKH�OH[LFRQ�LV�LQDGHTXDWHUHODWHV�WR�WKH�SKHQRPHQRQ�RI�WKH�SDUW�RI�VSHHFK�RI�OH[LFDO�LWHPV��7UDGLWLRQ�DOO\��OH[LFDO�LWHPV�KDYH�EHHQ�YLHZHG�DV�EHLQJ�WDJJHG�ZLWK�D�UDQJH�RI�OH[ L�FDO��VHPDQWLF�DQG�V\QWDFWLF�IHDWXUHV��+HQFH��D�ZRUG�VXFK�DV� LQ��IRU�LQVWDQFH�LV�WDJJHG�DV�EHORQJLQJ�WR�WKH�OH[LFDO�FODVV�RI�SUHSRVLWLRQV��+RZHYHU�� LQ FDQDOVR� DSSHDU� LQ� D� UDQJH�RI�GLIIHUHQW� V\QWDFWLF� FRQILJXUDWLRQV� LQ�ZKLFK� LW� LVFOHDUO\�QRW�SUHSRVHG�ZLWK�UHVSHFW�WR�D�QRXQ�SKUDVH��7KLV�LV�LOOXVWUDWHG�E\�LWVDGYHUELDO� XVDJH� LQ� ��D���ZLWK� WKH� FRSXOD�� DQG� LWV� XVDJH� DV� SDUW� RI� D� YHUESDUWLFOH�FRQVWUXFWLRQ��RU�SKUDVDO�YHUE��LQ���E��
��� D� 7KH�VXQ�LV�LQ�E� 7KH�OLWWOH�ER\�ZHQW�LQ��IRU�KLV�VXSSHU��
'XH�WR�LWV�YLHZ�RI�ZRUG�PHDQLQJ�DV�EHLQJ�VWDWLF�VHWV�RI�IHDWXUHV��WKH�WUDG L�WLRQDO� DSSURDFK� LV� IRUFHG� WR� FRQFOXGH� WKDW� D� GLIIHUHQFH� LQ� OH[LFDO� FODVV� LVHYLGHQFH�IRU�GLVWLQFW�OH[LFDO�LWHPV��+RZHYHU��VXFK�DQ�DFFRXQW�IDLOV�WR�UH F�RJQLVH�WKDW�WKH�PHDQLQJV�DVVRFLDWHG�ZLWK� LQ LQ�D�SUHSRVLWLRQDO�XVH�VXFK�DV�����IRU�LQVWDQFH��DQG�WKH�XVDJHV�LQ���D��DQG���E��DSSHDU�WR�EH�VWURQJO\�U H�ODWHG�
�� 0HDQLQJ�H[WHQVLRQ�DV�D�0RWLYDWHG�3KHQRPHQRQ
,Q�WKLV�VHFWLRQ�ZH�DGGUHVV�WKH�LVVXH�RI�SRO\VHP\��WKH�SKHQRPHQRQ�ZKHUHE\D�VLQJOH�OLQJXLVWLF�IRUP�LV�DVVRFLDWHG�ZLWK�D�QXPEHU�RI�UHODWHG�EXW�GLVWLQFWVHQVHV�
���� 3RO\VHP\
,Q�RUGHU�WR� LOOXVWUDWH� WKH�SKHQRPHQRQ�RI�SRO\VHP\�FRQVLGHU� WKH�IROORZLQJH[DPSOHV�
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��� D� 7KH�SXSS\�LV�LQ�WKH�ER[�E� 6KH�LV�LQ�ORYH�F� 2N��FODVV��SXW�\RXU�FKDLUV�LQ�D�FLUFOH�G� 6KH�FXW�WKH�SLH�LQ�KDOI�
(DFK�RI�WKHVH�XVHV�RI� LQ DSSHDUV�WR�FRQYH\�D�GLIIHUHQW�PHDQLQJ��,Q���D�� LQDSSHDUV�WR�UHODWH�WR�WKH�QRWLRQ�RI�FRQWDLQPHQW�E\�D�WKUHH�GLPHQVLRQDO�/0�,Q���E��LQ GHVLJQDWHV�D�SDUWLFXODU�VWDWH��,Q���F��� LQ UHODWHV�WR�WKH�QRWLRQ�RI�DERXQGDU\�DV�VKDSH��ZKLOH�LQ���G��LQ GHVLJQDWHV�WKDW�DQ�HQWLW\�LV�GLYLGHG�7KHUH�DUH�D�QXPEHU�RI�UHDVRQV�IRU�FRQFOXGLQJ�WKDW�WKHVH�XVHV�RI� LQ FRQ�VWLWXWH�UHODWHG��DQG�KHQFH��SRO\VHPRXV�ZRUG�VHQVHV��WKDW�LV��WKHUH�DUH�JRRGUHDVRQV IRU�DVVXPLQJ�WKDW� WKH�PDQ\�GLVWLQFW� VHQVHV�FRQYHQWLRQDOO\�DVVRF L�DWHG�ZLWK�D�SDUWLFXODU�OH[HPH�UHVXOW�IURP�D�PRWLYDWHG�SURFHVV�,W� LV� SHUKDSV� VHOI�HYLGHQW� WKDW� DQ� LPSRUWDQW� IXQFWLRQ� RI� ODQJXDJH� LVFRPPXQLFDWLRQ�� 0RUHRYHU�� FRPPXQLFDWLRQ� LV� IXQGDPHQWDOO\� SXUSRVHIXO�*XPSHU]��������7KLV�IDFW�SODFHV�FHUWDLQ�QRQ�WULYLDO�FRQVWUDLQWV�RQ�WKH�XVHRI�OH[LFDO�LWHPV��,W�VHHPV�REYLRXV�WKDW�D�VSHDNHU�LQWHQGLQJ�WR�FRPPXQLFDWH�DQG�KHQFH�DFKLHYH�WKH�GHVLUHG�SXUSRVH��ZRXOG�QRW�XVH�D�OH[LFDO�IRUP�ZLWKRQH� HVWDEOLVKHG� PHDQLQJ� WR� LQGLFDWH� VRPHWKLQJ� HOVH�� XQOHVV� WKH� VSHDNHUDVVXPHG�WKH�OLVWHQHU�FRXOG�UHDGLO\�ZRUN�RXW�WKH�QRYHO�XVDJH��,Q�RUGHU�IRU�DQRYHO�XVH�WR�EH�UHDGLO\�LQWHUSUHWDEOH�E\�WKH�KHDUHU��PHDQLQJ�H[WHQVLRQ�PXVWEH�VRPHKRZ�FRQVWUDLQHG�DQG�V\VWHPDWLF��7KLV�VWURQJO\�VXJJHVWV�WKDW�ZKHQD�VSHDNHU�XVHV�D� IRUP�ZLWK�DQ�HVWDEOLVKHG�PHDQLQJ� WR� LQGLFDWH� VRPHWKLQJRWKHU� WKDQ� WKH� FRQYHQWLRQDO�PHDQLQJ�� WKH� FKRLFH�RI�ZKLFK� OH[LFDO� LWHP� WRVHOHFW� LV�PRWLYDWHG�� ,I� WKLV�ZHUH� RWKHUZLVH�� WKH� VSHDNHU� FRXOG� QRW� DVVXPHWKDW�WKH�OLVWHQHU�KDG�D�UHDVRQDEOH�FKDQFH�RI�LQWHUSUHWLQJ�WKH�QRYHO�XVH��7KLVOLQH�RI�UHDVRQLQJ�VXJJHVWV�WKDW�WKHUH�PXVW�EH�VRPHWKLQJ�DERXW�WKH�FRQYHQ�WLRQDO� PHDQLQJ� DVVRFLDWHG� ZLWK� WKH� OH[LFDO� LWHP� WKDW� OHG� WKH� VSHDNHU� WRFKRRVH�WKDW�OH[LFDO�IRUP�UDWKHU�WKDQ�VRPH�RWKHU�0RUHRYHU��LW�LV�UHDVRQDEOH�WR�DVVXPH�WKDW�DW�DQ�HDUOLHU�VWDJH�LQ�WKH�OD Q�JXDJH�� D� IRUP� VXFK� DV� LQ KDG� IHZHU� GLVWLQFW�� FRQYHQWLRQDOLVHG� PHDQLQJVDVVRFLDWHG�ZLWK� LW��� WKXV��PDQ\�RI� WKH�XVHV�QRZ�FRQYHQWLRQDOO\�DVVRFLDWHGZLWK� WKH� IRUP� DW� RQH� SRLQW� UHSUHVHQWHG� QRYHO� XVHV�� 7KH� KRPRQ\P\� DS�SURDFK�EHJV�WKH�TXHVWLRQ�RI�ZK\�LW�VKRXOG�EH�WKH�FDVH�WKDW�D�VSHDNHU�ZRXOGFKRRVH� WR� XVH� D� SDUWLFXODU� HVWDEOLVKHG� IRUP� LQ� D� QRYHO� ZD\�� UDWKHU� WKDQFRLQLQJ�D�QHZ�SKRQRORJLFDO�VWULQJ�DOWRJHWKHU�
�� 7KLV�SRLQW�LV�DOVR�PDGH�E\�6ZHHWVHU��������



6SDWLDO�H[SHULHQFH��OH[LFDO�VWUXFWXUH�DQG�PRWLYDWLRQ �
*LYHQ�WKH�DUJXPHQW�ZH�KDYH�EHHQ�GHYHORSLQJ��WKH�V\QFKURQLF�VHPDQWLFQHWZRUN�DVVRFLDWHG�ZLWK�D� OH[LFDO� LWHP� LV�XQGHUVWRRG�DV�D�KLVWRULFDO�SURG�XFW��7KLV�FRQWUDVWV�ZLWK�WKH� WUDGLWLRQDO�YLHZ��ZKLFK�DVVXPHV� WKDW� WKH� OH[L�FRQ� LV� WKH�UHSRVLWRU\�RI� WKH�DUELWUDU\�DQG� WKH� LGLRV\QFUDWLF�DQG�KHQFH� WKDWGLVWLQFW�PHDQLQJV�ZLWKLQ� D� VHPDQWLF� QHWZRUN� DUH� DUELWUDULO\� UHODWHG��$V� DUHVXOW�� WKH�KRPRQ\P\�DSSURDFK�PDNHV� WKH� LPSOLFLW�FODLP� WKDW� WKH�SURFHVVRI�PHDQLQJ�H[WHQVLRQ�LWVHOI� LV�DUELWUDU\�� OHDGLQJ� WR� WKH�XQVDWLVIDFWRU\�FRQ�FOXVLRQ� WKDW� ODQJXDJH� FKDQJH� LV� DG� KRF�� ODFNLQJ�PRWLYDWLRQ�� 7KLV� FRQWUD�GLFWV�WKH�YLHZ�WKDW�ODQJXDJH�HYROXWLRQ�LV�D�V\VWHPDWLF�SURFHVV��DV�UHYHDOHGE\� WKH� YROXPLQRXV� JUDPPDWLFDOL]DWLRQ� OLWHUDWXUH� �H�J���%\EHH� HW� DO�� �����+RSSHU� DQG� 7UDXJRWW� ������ +HLQH� HW� DO�� ����� IRU� RYHUYLHZV�� VXPPDULHVDQG�UHIHUHQFHV��)LQDOO\�� WKH� KRPRQ\P\� DSSURDFK� IDLOV� WR� H[SODLQ� WKH� XELTXLW\� RI� WKHSKHQRPHQRQ�RI�PHDQLQJ�H[WHQVLRQ��:KLOH�ZH�UHDGLO\�DFNQRZOHGJH�WKDW�WKH³DFFLGHQWV´�RI�KLVWRU\�KDYH�UHVXOWHG�LQ�LQVWDQFHV�RI�KRPRQ\P\��WKH�IDLOXUHWR�DFFRXQW�IRU�WKH�FRQVLGHUDEOH�V\VWHPDWLFLW\�WKDW�GRHV�H[LVW�PLVVHV�LPSRU�WDQW� JHQHUDOLVDWLRQV�� $V� WKH� KRPRQ\P\� DSSURDFK� IDLOV� WR� UHFRJQL]H� WKDWGLVWLQFW�PHDQLQJV�PD\�EH�PRWLYDWHG� DQG�� KHQFH�� DW� VRPH� OHYHO� V\VWHPDW L�FDOO\�UHODWHG��ZH�DUH�IRUFHG�WR�FRQFOXGH�WKDW�LW�LV�LQDGHTXDWH�

���� 7KH�DFWXDWLRQ�LVVXH
,Q�YLHZ�RI�WKH�SUROLIHUDWLRQ�RI�GLVWLQFW�VHQVHV�DVVRFLDWHG�ZLWK�D�OH[LFDO�LWHPVXFK�DV�LQ��WKH�DFWXDWLRQ�LVVXH�FRQFHUQV�DFFRXQWLQJ�IRU�WKH�FDXVH�V��RI�VXFKD�SUROLIHUDWLRQ��:H�SURSRVH�DQ�H[SHULHQWLDOLVW�YLHZ��VXJJHVWLQJ�WKDW�LQ�RXULQWHUDFWLRQ� ZLWK� WKH� VRFLR�SK\VLFDO� HQYLURQPHQW�� FHUWDLQ� VSDWLDO� UHODWLRQVKDYH� QRQ�WULYLDO� FRQVHTXHQFHV�� ZKLFK� LQ� WXUQ� JLYH� ULVH� WR� VLWXDWHG� LQIH U�HQFHV��)RU�LQVWDQFH��E\�YLUWXH�RI�D�75�EHLQJ�ZLWKLQ�D�FRQWDLQHU�� WKH�75�LVWKHUHE\� ORFDWHG�ZLWK� VXUHW\�� )RU� H[DPSOH�� LI� \RX�PRYH� D� FRIIHH� FXS�� WKHFRIIHH� PRYHV� ZLWK� WKH� FXS� �XQOHVV�� RI� FRXUVH�� \RX� VSLOO� WKH� FRQWHQWV��+HQFH�� LQ� WKLV� LQVWDQFH� FRQWDLQPHQW� FRUUHODWHV�ZLWK� ORFDWLRQ�� ,W� KDV� EHHQREVHUYHG� E\� D� QXPEHU� RI� VFKRODUV� WKDW� VLWXDWHG� LQIHUHQFHV� GHULYLQJ� IURPH[SHULHQWLDO� FRQVHTXHQFHV�� WKURXJK� FRQWLQXHG� XVDJH�� FRPH� WR� EH� FRQYHQ�WLRQDOO\�DVVRFLDWHG�ZLWK�WKH�OH[LFDO�IRUP�LGHQWLILHG�ZLWK�WKH�VLWXDWHG�LQIH U�HQFH��H�J���%\EHH�HW�DO��������(YDQV�7R�DSSHDU��+RSSHU�DQG�7UDXJRWW������)OHLVFKPDQ� ������ 6YRURX� ������ 7UDXJRWW� ������ 7\OHU� DQG� (YDQV� �����������
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)ROORZLQJ�7UDXJRWW��ZH�WHUP�WKLV�SURFHVV�SUDJPDWLF�VWUHQJWKHQLQJ��7KLVSURFHVV�UHVXOWV�LQ�WKH�DVVRFLDWLRQ�RI�D�QHZ�PHDQLQJ�FRPSRQHQW�ZLWK�D�SD U�WLFXODU� OH[LFDO� IRUP� WKURXJK� WKH� FRQWLQXHG� XVH� RI� WKH� IRUP� LQ� SDUWLFXODUFRQWH[WV�LQ�ZKLFK�WKH�VLWXDWHG�LQIHUHQFH�UHVXOWV��7KDW�LV��QHZ�VHQVHV�GHULYHIURP�WKH�FRQYHQWLRQDOLVDWLRQ�RI�LQIHUHQFHV�WKURXJK�XVDJH�SDWWHUQV�%\�ZD\�RI�LOOXVWUDWLRQ��FRQVLGHU�WKH�IROORZLQJ�H[DPSOHV�

��� D� 6KH�LV�LQ�WKH�SULVRQ�E� 6KH�LV�D�SULVRQHU�F� 6KH�LV�LQ�SULVRQ�
7KH�VHQWHQFH�LQ���D��GHVLJQDWHV�D�VFHQH�LQ�ZKLFK�WKH�75�� VKH��LV�ORFDWHG�LQD�SDUWLFXODU�ERXQGHG�/0��SULVRQ��7KH�SXUSRVH�RI�ERXQGHG�/0V�RI�WKLV�NLQGLV�WR�UHVWULFW� WKH�IUHHGRP�RI� WKH� LQPDWHV��+HQFH�� WKH�VWDWH�RI�EHLQJ�D�SUL V�RQHU�� GHVFULEHG� LQ� ��E��� LV� WLJKWO\� FRUUHODWHG� LQ� H[SHULHQFH�ZLWK� EHLQJ� O R�FDWHG�ZLWKLQ�D�SDUWLFXODU�NLQG�RI�ERXQGHG�/0��7KXV��LW�LV�WKH�FRQWH[W�LWVHOI�YLD� LQIHUHQFH� DQG� RXU� NQRZOHGJH� RI� WKH� UHDO� ZRUOG�� ZKLFK� SURYLGHV� WKHLPSOLFDWXUH�RI�D�SDUWLFXODU�VWDWH�EHLQJ�DVVRFLDWHG�ZLWK�D�SDUWLFXODU�ERXQGHGORFDWLRQ�� ,I� DQ� H[SHULHQWLDOO\�PRWLYDWHG� LQIHUHQFH� LV� UHFXUULQJ�� LW� FDQ� EHUHDQDO\VHG�DV�GLVWLQFW�IURP�WKH�VFHQH�RI�ZKLFK�LW�LV�D�SDUW��7KURXJK�FRQWL Q�XHG�XVH��WKLV�SURFHVV�PD\�OHDG�WR�WKH�VWUHQJWKHQLQJ�RU�FRQYHQWLRQDOLVDWLRQRI�WKH�LQIHUHQFH��UHVXOWLQJ�LQ�LWV�GHYHORSPHQW�DV�D�GLVWLQFW�PHDQLQJ�FRPSR�QHQW�DVVRFLDWHG�ZLWK�WKH�OH[LFDO�IRUP�ZLWK�ZKLFK�LW�LV�UHODWHG��L�H�� LQ��$V�DFRQVHTXHQFH�� LQ KDV�� LQ� DGGLWLRQ� WR� LWV� ³FRQWDLQPHQW´�PHDQLQJ� LQ� ��D��� DFRQYHQWLRQDO�6WDWH�6HQVH�DVVRFLDWHG�ZLWK�LW��DV�LOOXVWUDWHG�E\���F���,QGHHG�WKLV� VHQWHQFH� FRXOG� EH� D� DSSOLHG� WR� D� SULVRQHU� RXWVLGH� WKH� SULVRQ� RQ� GD\UHOHDVH��ZKLOH���D��FRXOG�QRW�2QFH�LQVWDQWLDWHG�LQ�VHPDQWLF�PHPRU\�WKLV�DGGLWLRQDO�VHQVH�FDQ�EH�HP�SOR\HG�LQ�QHZ�FRQWH[WV�RI�XVH�XQUHODWHG�WR�WKH�FRQWH[W�WKDW�RULJLQDOO\�JDYHULVH�WR�LW��7KXV��LQ KDV�GHYHORSHG�D�FRQYHQWLRQDOLVHG�6WDWH�6HQVH�ZKHUH�WKHRULJLQDO�VSDWLDO�FRQILJXUDWLRQ�ZKLFK�LQLWLDOO\�JDYH�ULVH�WR�WKH�VLWXDWHG�LPSO L�FDWXUH� LV� QR� ORQJHU� UHTXLUHG�� DV� HYLGHQFHG� E\� H[DPSOHV� RI� WKH� IROORZLQJNLQG�ZKLFK�HPSOR\�DQ�DEVWUDFW�/0�
��� D� :H¶UH�LQ�D�VWDWH�RI�ZDU�HPHUJHQF\�KRO\�PDWULPRQ\�PDUWLDOODZ�DQDUFK\�E� 6KH�ORRNHG�SHDFHIXO�LQ�GHDWK�F� 7KH\¶UH�DOZD\V�JHWWLQJ�LQ�WURXEOH�
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���� 7KH�PRGHOOLQJ�LVVXH
7KH�0RGHOOLQJ�LVVXH�FRQFHUQV�KRZ�WKH��V\QFKURQLF��SRO\VHP\�H[KLELWHG�E\D�SDUWLFXODU�OH[HPH�VKRXOG�EH�PRGHOOHG��)ROORZLQJ�VFKRODUV�VXFK�DV�/DNRII�������DQG�7D\ORU��������DQG� WKH�UHVXOWV�RI�SV\FKROLQJXLVWLF� VWXGLHV� VXFKDV�5LFH�HW�DO���������DQG�6DQGUD�DQG�5LFH���������ZH�ZLOO�DVVXPH�WKDW�OH[ L�FDO�LWHPV�FRQVWLWXWH�OH[LFDO�FDWHJRULHV��FRQVLVWLQJ�RI�IRUP�PHDQLQJ�SDLULQJV�7KH� VHPDQWLF� SROH� RI� WKH� IRUP�PHDQLQJ� SDLULQJ� ZH�PRGHO� LQ� WHUPV� RI� DVHPDQWLF� QHWZRUN�� RUJDQLVHG� ZLWK� UHVSHFW� WR� D� SULPDU\� RU� VDQFWLRQLQJVHQVH��2XU� VDQFWLRQLQJ� VHQVH� FRQVWLWXWHV� WKH� V\QFKURQLF� VHQVH�ZKLFK� OD Q�JXDJH� XVHUV� LQWXLWLYHO\� IHHO� EHVW� FRQVWLWXWHV� WKH� ³PRVW� FHQWUDO´� PHDQLQJDVVRFLDWHG�ZLWK� D� SDUWLFXODU� OH[LFDO� LWHP� �GLVFXVVHG� IXUWKHU� EHORZ���+RZ�HYHU�� DV� WKH�KLVWRULFDOO\� HDUOLHVW� DWWHVWHG�PHDQLQJ�PD\� VWLOO� SOD\� DQ� DFWLYHSDUW�LQ�WKH�V\QFKURQLF�QHWZRUN�DVVRFLDWHG�ZLWK�D�SUHSRVLWLRQ�VXFK�DV� LQ��WKHKLVWRULFDOO\�HDUOLHVW�VHQVH�DQG�WKH�VDQFWLRQLQJ�VHQVH�PD\�RYHUODS� �
�� ,Q� WHUPV�RI� V\QFKURQLF�SRO\VHP\�QHWZRUNV�� WKH�HPSLULFDO�ZRUN�E\�6DQGUD�DQG5LFH��������VXJJHVWV� WKDW� LW�PD\�QRW�EH� WKH�FDVH� WKDW� D�SDUWLFXODU� OH[LFDO� IRUPKDV�D�VLQJOH�VDQFWLRQLQJ�VHQVH�E\�YLUWXH�RI�ZKLFK�ODQJXDJH�XVHUV�FDWHJRULVH�DOORWKHU� VHQVHV� DVVRFLDWHG�ZLWK� D� OH[LFDO� LWHP�� 7KXV�� WKHLU� HPSLULFDO� ZRUN� UDLVHVTXHVWLRQV� FRQFHUQLQJ� WKH� YLHZ� WKDW�ZH� FDQ� GHILQH� SRO\VHP\� DV� D� VWULFWO\� V\Q�FKURQLF� SKHQRPHQRQ� LQ�ZKLFK� WKHUH� LV� D� UHODWLRQVKLS�ZKLFK� VSHDNHUV� DUH� FRQ�VFLRXVO\�DZDUH�RI�KROGLQJ�EHWZHHQ�GLVWLQFW�VHQVHV�RI� D�SDUWLFXODU� OH[LFDO� IRUP�7KLV�LV�DQ�HPSLULFDO�TXHVWLRQ�IRU�ZKLFK�ZH�GR�QRW�\HW�KDYH�VXIILFLHQW�HYLGHQFHWR� DGGUHVV�� ,I� H[WHQVLYH� H[SHULPHQWDO� HYLGHQFH� VKRZV� WKDW� ODQJXDJH� XVHUV� V\V�WHPDWLFDOO\�DQG�FRQVLVWHQWO\�IDLO� WR�SHUFHLYH�VRPH�VHQVHV�DV�EHLQJ�UHODWHG�� WKHQZH�PXVW�FDOO�LQWR�TXHVWLRQ�WKDW�ZKDW�ZH�DUH�WHUPLQJ�SRO\VHP\�FRQVWLWXWHV�D�SKH�QRPHQRQ�WKDW�LV�ZKROO\�V\QFKURQLF�LQ�QDWXUH��:KLOH�ZH�EHOLHYH�DOO�WKH�VHQVHV�LQD�SDUWLFXODU� VHPDQWLF� QHWZRUN� DUH� GLDFKURQLFDOO\� UHODWHG�� LQ� WHUPV� RI� WKH� DGXOWOH[LFRQ��WKHUH�PD\�EH�GLIIHUHQFHV�LQ�WKH�SHUFHLYHG�UHODWHGQHVV�EHWZHHQ�GLVWLQFWVHWV� RI� VHQVHV�� GXH� WR� URXWLQLVDWLRQ� DQG� HQWUHQFKPHQW�� REVFXULQJ� WKH� RULJLQDOPRWLYDWLRQ�IRU�WKH�GHULYDWLRQ�RI�VHQVHV�IURP�SUH�H[LVWLQJ�VHQVHV�VXFK�DV�WKH�SUL�PDU\�VHQVH�IRU�ODQJXDJH�XVHUV��VHH�5LFH�HW�DO��������LQ�SDUWLFXODU���+HQFH��RQHRI�WKH�UHDVRQV�ZH�WHUP�RXU�DSSURDFK�SULQFLSOHG�SRO\VHP\ LV�WR�UHIOHFW�WKH�YLHZWKDW�GXH�WR�SURFHVVHV�RI� ODQJXDJH�FKDQJH��QRW�DOO�VHQVHV�DVVRFLDWHG�ZLWK�D�SDU�WLFXODU�SKRQRORJLFDO�IRUP�PD\�EH�UHFRJQLVHG�E\�D�ODQJXDJH�XVHU�DV�EHLQJ�V\Q�FKURQLFDOO\�UHODWHG��7KDW�LV��ZKLOH�PHDQLQJ�H[WHQVLRQ�LV�KLJKO\�PRWLYDWHG��LW�PD\UHVXOW�LQ�D�VHPDQWLF�QHWZRUN��ZKLFK�PD\�DSSHDU��WR�WKH�ODQJXDJH�XVHU��DQG�SHU�KDSV�DOVR�WKH�OLQJXLVW���WR�EH�RQO\�SDUWLDOO\�PRWLYDWHG�
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7KH�LGHD�EHKLQG�SRVLWLQJ�D�SULPDU\�RU�VDQFWLRQLQJ�VHQVH�LV�WKDW�ODQJXDJHXVHUV� DSSHDU� WR� LQWXLWLYHO\� FDWHJRULVH� VHQVHV�ZLWK� UHVSHFW� WR� VRPH� OH[LFDO³PRGHO´�RU�OH[LFDO�³WKHRU\´�� $�ZRUG¶V�VHPDQWLF�QHWZRUN��L�H��WKH�UDQJH�RIFRQYHQWLRQDO�VHQVHV�DVVRFLDWHG�ZLWK�LW��FDQ�EH�PRGHOOHG�RU�RUJDQLVHG�ZLWKUHVSHFW�WR�WKH�VDQFWLRQLQJ�VHQVH��$V�ZH�ZLOO�GLDJUDP�WKH�VHPDQWLF�QHWZRUNIRU�LQ DV�D�UDGLDO�OLNH�VWUXFWXUH��VHH�6HFWLRQ�����ZH�ZLOO�IROORZ�WKH�SUDFWLFHRI� UHIHUULQJ� WR� VHPDQWLF�QHWZRUNV�RUJDQLVHG�ZLWK� UHVSHFW� WR�D� VDQFWLRQLQJVHQVH� DV� D� UDGLDO� FDWHJRU\ �/DNRII� �������2QH� DGYDQWDJH� RI�PRGHOOLQJ� DOH[LFDO�FDWHJRU\�LQ�WHUPV�RI�D�UDGLDO�FDWHJRU\�LV�WKDW�WKLV�IDFLOLWDWHV�XQGH U�VWDQGLQJ�GHJUHHV�RI� UHODWHGQHVV� EHWZHHQ� VHQVHV�� DQG� DFFRXQWV� IRU� WKH� D S�SHDUDQFH� RI� FKDLQLQJ ZLWKLQ� FDWHJRULHV� �VHH�/DNRII� ������� 7KDW� LV��ZKLOHVRPH�VHQVHV�ZLOO�DSSHDU�WR�EH�PRUH�FORVHO\�UHODWHG�WR�WKH�VDQFWLRQLQJ�VHQVH�RWKHU�VHQVHV�PD\�DSSHDU�WR�EH�PRUH�FORVHO\�UHODWHG�WR�RWKHU�GHULYHG�VHQVHV�7KLV�SDWWHUQ�RI�FOXVWHULQJ�VXJJHVWV�SRVVLEOH�SDWKV�RI�GHULYDWLRQ��VHH�7\OHUDQG� (YDQV� ������� DQG� SURYLGHV� SUHGLFWLRQV� WKDW� FDQ� EH� DVVHVVHG� DJDLQVWZKDW�LV�NQRZQ�DERXW�WKH�GLDFKURQLF�GHYHORSPHQW�RI�ZRUG�VHQVHV�IURP�WKHKLVWRULFDO�UHFRUG�,Q�VSLWH�RI�WKH�IRUHJRLQJ��ZH�DUH�QRW�FODLPLQJ�WKDW�WKH�VDQFWLRQLQJ�VHQVHZLOO�QHFHVVDULO\�EH� WKH�VDPH�DFURVV�D�FRPPXQLW\�RI� VSHDNHUV��3DWWHUQV�RIHQWUHQFKPHQW�PD\�YDU\�IURP�ODQJXDJH�XVHU�WR�ODQJXDJH�XVHU��+RZHYHU��DVSUHSRVLWLRQV�DSSHDU�WR�UHODWH�DW�VRPH�OHYHO�WR�VSDWLDO�UHODWLRQV��ZH�K\SRWK H�VLVH�WKDW�WKH�VDQFWLRQLQJ�VHQVH�DVVRFLDWHG�ZLWK�D�SDUWLFXODU�SUHSRVLWLRQ�FDQEH�PRGHOOHG�LQ�WHUPV�RI�ZKDW�ZH�WHUP�D�SURWR�VFHQH�:H�ZLOO� GHILQH� D�SURWR�VFHQH� �WKH� XQLTXH� VDQFWLRQLQJ� VHQVH� IRU� D� SD U�WLFXODU�SUHSRVLWLRQ��DV�D�KLJKO\�DEVWUDFW�UHSUHVHQWDWLRQ�RI�D�UHFXUULQJ�VSDWLDOFRQILJXUDWLRQ�EHWZHHQ�WZR��RU�PRUH��REMHFWV��D�VSDWLDO�VFHQH �VHH�7\OHU�DQG(YDQV������ VHH�DOVR�(YDQV������ (YDQV�DQG�*UHHQ�7R�DSSHDU���7KH�SURWR�VFHQH�IRU�LQ ZLOO�EH�SUHVHQWHG�LQ�WKH�QH[W�VHFWLRQ�

�� 7KH�FDVH�RI�LQ
,Q�WKLV�SDUW�RI�WKH�SDSHU�ZH�WXUQ�WR�D�FRQVLGHUDWLRQ�RI�WKH�SRO\VHP\�QHWZRUNDVVRFLDWHG�ZLWK� WKH� (QJOLVK� VSDWLDO�PDUNHU� LQ�� 2XU� SXUSRVH� KHUH� LV� TXLWHOLPLWHG��DQG�IRU�WKDW�UHDVRQ�ZH�GR�QRW�SUHVHQW�DQ�DQDO\VLV�RI�WKH�HQWLUH�V H�PDQWLF� QHWZRUN� DVVRFLDWHG�ZLWK� LQ�� 6XFK� DQ� DQDO\VLV�ZRXOG� QHFHVVLWDWH� D
�� $Q�H[HPSOLILFDWLRQ�RI� WKLV LV� OH[LFRJUDSKLF�SUDFWLFH��ZKLFK�UDQNV�ZRUG�VHQVHV�RIWHQ�QXPHULFDOO\�



6SDWLDO�H[SHULHQFH��OH[LFDO�VWUXFWXUH�DQG�PRWLYDWLRQ ��
SDSHU�PDQ\� WLPHV� ORQJHU� WKDQ� WKLV��0RUHRYHU��ZH� GR� QRW� VHHN� WR� DGGXFH³GHFLVLRQ� SULQFLSOHV´� IRU� GHWHUPLQLQJ� GLVWLQFW� VHQVHV� RU� WKH� VDQFWLRQLQJVHQVH�� ZH� KDYH� SUHVHQWHG� WKHVH� HOVHZKHUH� �VHH� 7\OHU� DQG� (YDQV� ������������5DWKHU�� LQ� NHHSLQJ�ZLWK� WKH� WKHPH�RI� WKLV� YROXPH��ZH� SUHVHQW� WKHIROORZLQJ�LQ�RUGHU�WR�VXSSRUW�RXU�FRQWHQWLRQ�WKDW�PHDQLQJ�H[WHQVLRQ�LQ�WKHPHQWDO� OH[LFRQ�� WKH� SKHQRPHQRQ�RI� SRO\VHP\�� LV� KLJKO\�PRWLYDWHG� LQ� QD�WXUH�� ,Q� VSHFLILF� WHUPV�ZH� VHHN� WR� VKRZ�KRZ� WKH�SURWR�VFHQH� JLYHV� ULVH� ±WKURXJK�WLJKW�FRUUHODWLRQV�LQ�H[SHULHQFH�OHDGLQJ�WR�VLWXDWHG�LQIHUHQFHV�±�WRGHULYHG�PHDQLQJV��ZKLFK�FRPH�WR�EH�FRQYHQWLRQDOLVHG�DV�GLVWLQFW�VHQVHV�YLDSUDJPDWLF� VWUHQJWKHQLQJ�� 7KDW� LV�� ZH� DUH� DGGUHVVLQJ�ZKDW� ZH� WHUPHG� WKHDFWXDWLRQ�LVVXH��7KH�VHPDQWLF�QHWZRUN�IRU� LQ KDV�D�ODUJH�QXPEHU�RI�GLVWLQFWVHQVHV�DVVRFLDWHG�ZLWK�LW��ZH�KDYH�LGHQWLILHG�QHDUO\�WKLUW\��ZKLFK�DSSHDU�WREH�DUUDQJHG�LQWR�JURXSLQJV�RU�FOXVWHUV�GHULYHG�IURP�UHODWHG�H[SHULHQFHV��,QRUGHU�WR�GHPRQVWUDWH�WKH�KLJKO\�PRWLYDWHG�QDWXUH�RI�WKH�SURFHVV�RI�PHDQLQJH[WHQVLRQ�ZH�ZLOO�LOOXVWUDWH�FRQWUDVWLQJ�VHQVHV��ZKLFK�DUH�QHYHUWKHOHVV�UH S�UHVHQWDWLYH�RI�HDFK�FOXVWHU��
���� 7KH�SURWR�VFHQH�IRU�LQ
7KH�SURWR�VFHQH� IRU� LQ FRQVWLWXWHV� D� VSDWLDO� UHODWLRQ� LQ�ZKLFK� D�75� LV� OR�FDWHG�ZLWKLQ�D�/0�ZKLFK�KDV�WKUHH�VDOLHQW�VWUXFWXUDO�HOHPHQWV��DQ�LQWHULRU��DERXQGDU\��DQG�DQ�H[WHULRU��,Q�DGGLWLRQ�WR�WKH�VSDWLDO�UHODWLRQ�GHVLJQDWHG��WKHSURWR�VFHQH�IRU�LQ�LV�DVVRFLDWHG�ZLWK�WKH�IXQFWLRQDO�HOHPHQW�RI�FRQWDLQPHQW�VHH�EHORZ��±�WKLV�LV�D�FRQVHTXHQFH�RI� WKH�VWUXFWXUDO�HOHPHQWV�RI� WKH�/0�WKH�IDFW�WKDW�WKH�75�LV�ORFDWHG�ZLWKLQ�WKH�LQWHULRU�SRUWLRQ�RI�WKH�/0��DQG�WKHUHDO�ZRUOG� IRUFH� G\QDPLFV� DVVRFLDWHG� ZLWK� FRQWDLQPHQW�� 7KH� SURWR�VFHQHIRU� LQ LV�JLYHQ�LQ�)LJXUH����7KH�/0�LV�GHVLJQDWHG�E\� WKH�EROG� OLQHV�ZKLOHWKH�75�LV�GHVLJQDWHG�E\�WKH�GDUN�FLUFOH�
�� ,Q DQG�LWV�,QGR�(XURSHDQ�FRJQDWHV��SDUWLFXODUO\�LQ�)UHQFK��'XWFK�DQG�*HUPDQ�KDYH� EHHQ� H[WHQVLYHO\� VWXGLHG� �H�J��� 'LUYHQ� ������ +DZNLQV� ������ +HUVNRYLWV������ ������+RWWHQURWK� ������/LQGVWURPEHUJ�������0LOOHU� DQG� -RKQVRQ�/DLUG������4XLUN�HW�DO��������9DQGHORLVH��������������'HVSLWH�KDYLQJ�EHHQ�VR�ZHOOVWXGLHG�� WKH� SUHVHQW� DQDO\VLV� UHSUHVHQWV�� ZH� VXJJHVW�� WKH� ILUVW� WKDW� SURYLGHV� DPHWKRGRORJLFDOO\�PRWLYDWHG�DFFRXQW�IRU�WKH�UDQJH�RI�SRO\VHP\�DVVRFLDWHG�ZLWKLQ�
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)LJXUH����3URWR�VFHQH�IRU�LQ
/LQJXLVWLF�H[DPSOHV�RI�WKH�SURWR�VFHQH�LQFOXGH�WKH�IROORZLQJ�
��� D� -RKQ�LV�LQ�WKH�KRXVH�E� 7KH�NLWWHQ�LV�LQ�WKH�ER[�
���� 7KH�IXQFWLRQDO�QDWXUH�RI�FRQWDLQPHQW
$V� LQWLPDWHG� DERYH�� WKH� VHPDQWLFV� RI� LQ FDQQRW� EH� VROHO\� HTXDWHG�ZLWK� DSDUWLFXODU�VHW�RI�VSDWLR�JHRPHWULF�SURSHUWLHV��,Q�DGGLWLRQ��SUHSRVLWLRQV�RIWHQGHVLJQDWH�D�IXQFWLRQDO�HOHPHQW��VHH�(YDQV�DQG�7\OHU� ����� 7\OHU�DQG�(YDQV�������7KLV�DULVHV�DV�D�FRQVHTXHQFH�RI�RXU�FRQWLQXHG�DQG�XELTXLWRXV�LQWH U�DFWLRQ�ZLWK�VSDWLDO�VFHQHV�LQYROYLQJ�FHUWDLQ�VSDWLDO�FRQILJXUDWLRQV�&RQWDLQPHQW�LWVHOI�LV�D�FRPSOH[�UHODWLRQ LQYROYLQJ�QXPHURXV�IXQFWLRQDOFRQVHTXHQFHV��,Q�WKH�JXLVH�RI�FRQWDLQHUV��ERXQGHG�/0V�FRQVWUDLQ�DQG�G H�OLPLW�PRYHPHQW�RI� WKHLU�75V��DV� LQ� WKH� HYHU\GD\�H[DPSOH�RI�D� FRIIHH�FXSZKLFK�FRQVWUDLQV� WKH� FRIIHH� LW� FRQWDLQV� WR� D� VSHFLILF� ORFDWLRQ�� QDPHO\� WKHFRQILQHV�RI� WKH� FXS�� RU� D� SULVRQ� FHOO��ZKLFK� UHVWULFWV� WKH�PRYHPHQWV� RI� DFRQYLFW�� ,Q� FHUWDLQ� FLUFXPVWDQFHV�� FRQVWUDLQLQJ� PRYHPHQW� FDQ� EH� XQGH U�VWRRG�DV�SURYLGLQJ�VXSSRUW��WKXV�D�FXW�IORZHU�FDQ�EH�KHOG�LQ�DQ�XSULJKW�SR�VLWLRQ�DV�D� UHVXOW� RI�EHLQJ�SODFHG� LQ� D�YDVH�� ,I� WKH�ERXQGDULHV�RI� WKH� FRQ�WDLQHU�DUH�RSDTXH��WKH\ SUHYHQW�XV�IURP�VHHLQJ�EH\RQG�WKHP��RU�WKH�LQWHULRUDUHD� IURP�EHLQJ�VHHQ�E\�HQWLWLHV�RXWVLGH��DV� LQ� D�ZDOOHG�JDUGHQ�RU� D�ZL Q�GRZOHVV�URRP��&RQWDLQHUV�FDQ�DOVR�SURYLGH�SURWHFWLRQ��DV�ZLWK�D�MHZHOOHU¶VVDIH�� )RU� WKH� HOHPHQWV� ZLWKLQ� D� FRQWDLQHU�� WKH� FRQWDLQHU� VXUURXQGV� DQGODUJHO\�GHWHUPLQHV�WKH�HQYLURQPHQW�LQ�ZKLFK�WKRVH�HQWLWLHV�H[LVW��'LIIHUHQWDVSHFWV�RI�WKH�H[SHULHQFH�RI�FRQWDLQPHQW�DUH�SURILOHG�E\�WKH�YDULRXV�XVHV�RIWKH�SUHSRVLWLRQV�LQ DQG�RXW�
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$�VHFRQG�FRQVHTXHQFH�RI�RXU�LQWHUDFWLRQ�ZLWK�ERXQGHG�/0V�LV�WKDW�WKH\FDQ�VHUYH�DV�JRDOV��)RU� LQVWDQFH��DIWHU� OHDYLQJ�ZRUN�� IRU�PDQ\�SHRSOH� WKHJRDO� LV� WR� DUULYH� DW�KRPH� LQ� RUGHU� WR� LQWHUDFW�ZLWK� IDPLO\�� UHOD[�� HWF��7KHVDOLHQW�VSDFH LQ�ZKLFK�WKHVH�DQWLFLSDWHG�DFWLYLWLHV�WDNH�SODFH�LV�D�ERXQGHG/0��WKH�OLYLQJ�TXDUWHUV��WKXV��EHLQJ� LQ WKH�VDOLHQW�VSDFH��WKH�ERXQGHG�/0�LV�FORVHO\�UHODWHG�WR�DFKLHYLQJ�JRDOV�$�WKLUG�ZD\�LQ�ZKLFK�ZH�LQWHUDFW�ZLWK�ERXQGHG�/0V�LV�WKDW�ZH�HPHUJHIURP�WKHP��DV�ZKHQ�ZH�OHDYH�KRPH�HDFK�PRUQLQJ��(TXDOO\��ZH�GUDZ�RWKHUHQWLWLHV� IURP� ERXQGHG� /0V�� DV� ZKHQ� D� MHZHOOHU� ZLWKGUDZV� D� GLDPRQGEURDFK�IURP�D�VDIH�� ,Q� WKLV�ZD\��ERXQGHG�/0V�KDYH�VRXUFH�SURSHUWLHV��DVOH[LFDOLVHG�E\�RXW�RI�$�IRXUWK�ZD\�LQ�ZKLFK�ZH�LQWHUDFW�ZLWK�ERXQGHG�/0V�LV�ZKHQ�ZH�HQWHU�SDVV� IURP� RQH� VLGH� WR� DQRWKHU� DQG� H[LW�� DV� ZKHQ� ZDONLQJ� IURP� URRP� WRURRP�LQ�D�EXLOGLQJ��7KXV��ZH�FDQ�H[SHULHQFH�D�ERXQGHG�/0�DV�D�SDVVDJH�ZD\�ZLWK�D�VRXUFH�ORFDWLRQ�DQG�D�KLJKOLJKWHG�HQG�SRLQW��RU�JRDO���7KLV�U H�ODWLRQ�LV�FDSWXUHG�E\�WKURXJK�9DQGHORLVH��������������KDV�EHHQ�RQH�RI�WKH�PRVW�IRUWKULJKW�DGYRFDWHVIRU� WKH� YLHZ� WKDW� SUHSRVLWLRQV� FDQQRW� EH� HTXDWHG� VROHO\� ZLWK� VSDWLDO� HO H�PHQWV��&RQVLGHU�WKH�GLDJUDP�SURYLGHG�LQ�)LJXUH���

)LJXUH����$�ERWWOH�RU�D�OLJKW�EXOE��DIWHU�9DQGHORLVH�����������
9DQGHORLVH�REVHUYHG�WKDW�DQ�LPDJH�VXFK�DV�WKDW�GHSLFWHG�LQ�)LJXUH���FRXOGEH� FRQVWUXHG� DV� EHLQJ� HLWKHU� D� ERWWOH� RU� D� OLJKW�EXOE��+RZHYHU��ZKLOH�ZHFDQ�IHOLFLWRXVO\�GHVFULEH�WKH�UHODWLRQ�EHWZHHQ� WKH�OLJKW�EXOE��WKH�75��DQG�LWV/0��WKH�VRFNHW� DV�LQ�����
��� 7KH�EXOE�LV�LQ�WKH�VRFNHW�
ZH�FDQQRW�IHOLFLWRXVO\�GHVFULEH�WKH�UHODWLRQ�EHWZHHQ�D�ERWWOH�DQG� LWV�SXW D�WLYH�/0��WKH�FDS��LQ�WHUPV�RI�WKH�VSDWLDO�UHODWLRQ�GHVLJQDWHG�E\� LQ�
��� ""7KH�ERWWOH�LV�LQ�WKH�FDS�
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9DQGHORLVH�SRLQWV�RXW�WKDW��DV�WKH�VSDWLDO�UHODWLRQ�KROGLQJ�EHWZHHQ�WKH�75DQG�/0�LQ�HDFK�RI�WKHVH�VHQWHQFHV�LV�LGHQWLFDO��DQG�\HW�����LV�ILQH�ZKLOH����LV�VHPDQWLFDOO\�DQRPDORXV��D�VSDWLDO�JHRPHWULF�FRQILJXUDWLRQ�DORQH�FDQQRWDFFRXQW� IRU� WKH� UHODWLRQ�GHVFULEHG�E\� LQ�� RU� DQ\�RWKHU� VSDWLDO�SDUWLFOH��+HDUJXHV� WKDW� WKH�UHOHYDQW�IDFWRU�DFFRXQWLQJ�IRU� WKH�FRQWUDVW� LQ�DFFHSWDELOLW\EHWZHHQ� VHQWHQFHV� ���� DQG� ���� LV� IXQFWLRQDO� ³>:@KLOH� WKH� VRFNHW� H[HUWV� DIRUFH�RQ�WKH�EXOE�DQG�GHWHUPLQHV�LWV�SRVLWLRQ��WKH�RSSRVLWH�RFFXUV�ZLWK�WKHFDS�DQG�WKH�ERWWOH�´��9DQGHORLVH�������������3XW�DQRWKHU�ZD\��QRW�RQO\�LVWKH� SRVLWLRQ� DQG� KHQFH� VXFFHVVIXO� IXQFWLRQLQJ� RI� WKH� EXOE� FRQWLQJHQW� RQEHLQJ� LQ �L�H��� FRQWDLQHG�E\�� WKH� VRFNHW�� WKH� VRFNHW� DOVR�SUHYHQWV� WKH�EXOEIURP�IDOOLQJ� WR� WKH�JURXQG�DQG� WKXV�SURYLGHV�D�FRQVWUDLQLQJ�RU� VXSSRUWLYHIXQFWLRQ��,Q�FRQWUDVW��WKH�SRVLWLRQ�DQG�VXFFHVVIXO�IXQFWLRQLQJ�RI�WKH�ERWWOH�LVQRW�FRQWLQJHQW�RQ�EHLQJ�LQ WKH�FDS�
���� 1RQ�FDQRQLFDO�ERXQGHG�/0V
%HFDXVH�RI�WKH�IOH[LELOLW\�RI�KXPDQ�FRQFHSWXDOLVDWLRQ� LQ FDQ�EH�HPSOR\HGWR�GHVLJQDWH�VSDWLDO�UHODWLRQV�LQ�VSDWLDO�VFHQHV�WKDW�GR�QRW�LQYROYH�FDQRQLFDOWKUHH�GLPHQVLRQDO�/0V��)RU�LQVWDQFH��LQ�WKH�IROORZLQJ�H[DPSOHV�WKH�/0�LVFRQFHSWXDOLVHG�DV�EHLQJ�SK\VLFDOO\�SODQDU��DQG�KHQFH�WZR�GLPHQVLRQDO��%\YLUWXH�RI�VXFK�/0V�EHLQJ�FRQVWUXHG�DV�SRVVHVVLQJ�DQ�LQWHULRU��DQG�WKHUHE\�DERXQGDU\� DQG� DQ� H[WHULRU��� WKHVH�/0V� DUH� FRQFHSWXDOLVHG� DV� ERXQGHG�� O L�FHQVLQJ�WKH�XVH�RI�WKH�SURWR�VFHQH�IRU�LQ�
���� D� 7KH�FRZ�PXQFKHG�JUDVV�LQ�WKH�ILHOG�E� 7KH�WLQ\�RDVLV�IORXULVKHG�LQ�WKH�GHVHUW�
,Q����D��ZH�FRQFHSWXDOLVH� WKH�FRZ DV�EHLQJ�³FRQWDLQHG´ E\�WKH�ILHOG��<HW�WKH� ILHOG� LV� QRW� D� FDQRQLFDO� WKUHH�GLPHQVLRQDO� /0�� %\� YLUWXH� RI� D� ILHOGKDYLQJ�DQ�LQWHULRU��WKDW�SDUW�ZKLFK�FRQVWLWXWHV� WKH�ILHOG���D�ERXQGDU\�VXFKDV�D�WUDFN��URDG��IHQFH�RU�KHGJH�ZKLFK�PDUNV�WKH�SHULPHWHU��DQG�DQ�H[WHULRU�WKDW�SDUW�ZKLFK� LV�QRW� WKH�ILHOG��� WKLV�SDUWLFXODU�VSDWLDO�VFHQH�FDQ�EH�FRQ�VWUXHG�DV�LQYROYLQJ�D�ERXQGHG�/0�DQG�KHQFH�D�FRQWDLQPHQW�UHODWLRQVKLS��,WPLJKW�EH�REMHFWHG�WKDW�ILHOGV�FRQWDLQLQJ�FRZV�DQG�RWKHU�OLYHVWRFN�DUH�RIWHQERXQGHG�ZLWK�EDUULHUV� VXFK�DV�JDWHV�� IHQFHV��RU�KHGJHURZV�ZKLFK� VSHFLI L�FDOO\� FRQVWUDLQ�PRYHPHQW� DQG� WKXV� WKLV� VSDWLDO� VFHQH� GRHV� LQYROYH� D� F D�QRQLFDO�� WKUHH�GLPHQVLRQDO�/0��1RWLFH�� KRZHYHU�� WKDW� WKH�/0�DSSHDUV� WREH�FRQFHSWXDOLVHG�DV�ERXQGHG�HYHQ�LQ�H[DPSOHV�LQ�ZKLFK�WKHUH�LV�QR�SK\V L�
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FDO� LPSHGLPHQW� GHOLPLWLQJ�PRYHPHQW�� DV� HYLGHQFHG� LQ� ���E��� 7KDW� LV�� E\YLUWXH�RI�WKHUH�EHLQJ�D�/0�ZKLFK�FDQ�EH�FRQFHSWXDOLVHG�DV�KDYLQJ�DQ�LQW H�ULRU� ZKLFK� FRQWUDVWV� ZLWK� DQ� H[WHULRU�� D� ERXQGDU\� LV� HQWDLOHG� DQG� D� FRQ�FRPLWDQW�GHVLJQDWLRQ�RI�FRQWDLQPHQW�DULVHV��+HQFH��LQ����E��� WKH�RDVLV��WKH75�� LV� FRQFHSWXDOLVHG� DV� EHLQJ� ³FRQWDLQHG´ E\� WKH� GHVHUW�� WKH� /0�� HYHQWKRXJK�WKHUH�DUH�QR�SK\VLFDO�EDUULHUV�VXFK�DV�IHQFHV�ERXQGLQJ�WKH�GHVHUW��$QDORJRXVO\��LQ PHGLDWHV�WKH�VSDWLR�IXQFWLRQDO�UHODWLRQ�LQ�VSDWLDO�VFHQHVLQYROYLQJ� FRQWLQHQWV�� VHDV�� FRXQWULHV�� UHJLRQV�� SURYLQFHV�� DQG� RWKHU� JHR�SK\VLFDO�GLYLVLRQV��VXFK�DV�FLWLHV��HWF�
���� D� &KLQD�LV�LQ�$VLD�E� /RQGRQ�LV�WKH�ODUJHVW�FLW\�LQ�WKH�8QLWHG�.LQJGRP�F� 6KH�OLYHV�LQ�1HZ�<RUN�&LW\�
,Q DOVR�GHQRWHV�VSDWLDO�VFHQHV�LQ�ZKLFK�D�SUHYDLOLQJ�DWPRVSKHULF�FRQGLWLRQLV�FRQFHSWXDOLVHG�DV�HQYHORSLQJ�WKH�75�
���� D� 7KH�IODJ�IODSSHG�LQ�WKH�ZLQG�E� 7KH�FKLOG�VKLYHUHG�LQ�WKH�FROG�F� 7KH�UDEELW�IUR]H�LQ�WKH�JODUH�RI�WKH�FDU¶V�KHDGOLJKWV�
2WKHU�VSDWLDO�VFHQHV�LQYROYLQJ�WKH�SURWR�VFHQH�IRU� LQ LQFOXGH�H[DPSOHV�VXFKDV�WKH�IROORZLQJ��LQ�ZKLFK�D�FROOHFWLYH�RI�LQGLYLGXDOV�LV�FRQFHSWXDOLVHG�DV�DVLQJOH�ERXQGHG�HQWLW\��&RQVLGHU�VRPH�H[DPSOHV�
���� D� 7KH�FKLOG�FRXOGQ¶W�EH�VHHQ�LQ�WKH�FURZG�E� 7KH�ROG�FRWWDJH�ZDV�ORFDWHG�LQ�WKH�ZRRG�
/DQJDFNHU��������REVHUYHV�WKDW�FROOHFWLYH�HQWLWLHV��FKDUDFWHULVHG�E\�QRPL�QDOV� VXFK� DV� FURZG�� WHDP�� HWF��� SURILOH� WKH� LQWHUFRQQHFWLRQV� EHWZHHQ� WKHLQGLYLGXDOV� WKDW�FRQVWLWXWH� WKH�FROOHFWLYH��'XH� WR� WKH�SHUFHSWXDO�SKHQRPH�QRQ�RI�FORVXUH��D�FROOHFWLYH�RI�LQGLYLGXDOV�PD\�EH�FRQFHLYHG�DV�FRQVWLWXWLQJD�VLQJOH�ERXQGHG�HQWLW\��0RUHRYHU��LQ�SHUFHSWXDO�WHUPV�FROOHFWLYHV�FDQ�DOVREH�SHUFHLYHG�DV�FRQVWLWXWLQJ�VLQJOH�ERXQGHG�HQWLWLHV��)RU�LQVWDQFH��ZKLOH�XSFORVH� WR�D�FURZG�RI�SHRSOH�ZH�SHUFHLYH� WKH� LQGLYLGXDOV�ZKR�PDNH�XS� WKHFURZG�� ,I� ZH�PRYH� DZD\� VR� WKDW� WKH� FROOHFWLYH� LV� LQFUHDVLQJO\� GLVWDQW�� D
�� 2I�FRXUVH��DV�GHVHUWV�DUH�UHODWLYHO\�LQKRVSLWDEOH��WKH\�RIWHQ�FRQVWLWXWH�EDUULHUV�WRWUDYHO��H[SDQVLRQ�RI�VHWWOHPHQWV��HWF�
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SRLQW�LV�UHDFKHG�DW�ZKLFK�ZH�SHUFHLYH�D�ERXQGHG�HQWLW\��D�µFURZG¶��ZLWKRXWSHUFHLYLQJ�WKH�LQGLYLGXDOV�ZKR PDNH�XS�WKH�FURZG��'XH�WR�SKHQRPHQD�RIWKLV� NLQG�� FROOHFWLYH� HQWLWLHV� VXFK� DV� SHRSOH� FDQ� EH� SHUFHLYHG� DQG� KHQFHFRQFHSWXDOLVHG�DV�D�VLQJOH�ERXQGHG�HQWLW\��D�µFURZG¶�2QFH�WKLV�KDV�RFFXUUHG��WKH�/0�� WKH�FURZG��FDQ�EH�FRQVWUXHG�DV�RFFX�S\LQJ�D�ERXQGHG�VSDFH��7KXV��VXFK�D�VLQJOH�HQWLW\�FDQ�EH�FRQFHSWXDOLVHG�DVD�ERXQGHG�/0��SRVVHVVLQJ�QRW�RQO\�D�ERXQGDU\�EXW�DOVR�DQ�LQWHULRU�DQG�DQH[WHULRU��0RUHRYHU��RXU�H[SHULHQFH�RI�EHLQJ�SDUW�RI�D�FURZG�RIWHQ�LQYROYHVD� QXPEHU� RI� WKH� IXQFWLRQDO� DVSHFWV� RI� FRQWDLQPHQW� VXFK� DV� WKH� VHQVH� RIKDYLQJ�RXU�PRYHPHQWV�FRQVWUDLQHG��RI�EHLQJ�VXUURXQGHG��RI�RXU�YLHZ�EHLQJREVWUXFWHG��HWF��7KXV��WKH�XVH�RI�LQ LV�OLFHQVHG�LQ�VXFK�VLWXDWLRQV�
���� %H\RQG�WKH�SURWR�VFHQH
'XH� WR� WKH�XELTXLW\�RI�ERXQGHG�/0V� LQ�RXU�HYHU\GD\�H[SHULHQFH� DQG� WKHUDQJH�DQG�GLIIHUHQFHV�LQ�VXFK�/0V��LW�LV�KDUGO\�VXUSULVLQJ�WKDW�ZH�LQWHUDFWZLWK�ERXQGHG�/0V�LQ�PDQ\�GLIIHUHQW�ZD\V��7KLV� LV� UHIOHFWHG�E\� WKH�FRP�SOH[LW\�RI�WKH�SRO\VHP\�QHWZRUN�DVVRFLDWHG�ZLWK� LQ��DQG�WKH�UDQJH�RI�VHQVHVDVVRFLDWHG�ZLWK� LW�� ,Q� WKLV� VHFWLRQ� ZH�ZLOO� SURYLGH� D� EULHI� RYHUYLHZ� RI� DOLPLWHG� UDQJH� RI� WKH� VHQVHV� DVVRFLDWHG� ZLWK� HDFK� RI� WKH� ILYH� FOXVWHUV� RIVHQVHV� GHULYHG� IURP� WKH� SURWR�VFHQH�� (DFK� FOXVWHU� UHIOHFWV� WKH� GLIIHUHQWFRQILJXUDWLRQDO� DQG� IXQFWLRQDO� HOHPHQWV� DVVRFLDWHG� ZLWK� D� ERXQGHG� /0�ZKRVH�IXQFWLRQDO�HOHPHQW�LV�FRQWDLQPHQW��)LJXUH���SUHVHQWV�D�VXPPDU\�RIWKH�VHQVHV�DQG�FOXVWHUV�RI�VHQVHV�LQ�WKH�VHPDQWLF�QHWZRUN�IRU� LQ� ZKLFK�ZHZLOO�GHDO�ZLWK�
������ 7KH�/RFDWLRQ�&OXVWHU����
2QH�DVSHFW�RI�WKH�QRWLRQ�RI�FRQWDLQPHQW�UHODWHV�WR�WKH�PRYHPHQW�RU�DFWLRQRI� DQ� HQWLW\� EHLQJ� FRQVWUDLQHG� E\� YLUWXH� RI� EHLQJ� HQFORVHG� E\� D� ERXQGHG/0�� -RKQVRQ� ������� KDV� DUJXHG� WKDW� D� FRQVHTXHQFH� RI� WKLV� LPSRVLWLRQ� LVWKDW� WKH� ORFDWLRQ� RI� D� FRQWDLQHG�75� LV� GHWHUPLQHG� E\� WKH� ORFDWLRQ� RI� WKHERXQGHG�/0�� ,Q� RWKHU�ZRUGV�� WKH� ERXQGHG�/0� VHUYHV� WR� ORFDWH� WKH� FRQ�WDLQHG�75�ZLWK�VXUHW\��7DNH�WKH�H[DPSOH�RI�DQ�LQIDQW�LQ�D�SOD\SHQ�±�PRYHWKH�SOD\SHQ�DQG�WKH�LQIDQW�WKHUHE\�IROORZV�VXLW��,QGHHG��WKH�FRQWDLQHG�75�LVORFDWHG�ZLWK�VXUHW\�HYHQ� LI� WKH�75� LV�QRW�SHUFHSWXDOO\�DFFHVVLEOH��)RU�H[�DPSOH��WKH�ORFDWLRQ�RI�WKH�LQIDQW�LQ�WKH�SOD\SHQ�LV�NQRZQ��HYHQ�LI�WKH�LQIDQW
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LV�QRW�LPPHGLDWHO\�ZLWKLQ�VLJKW��DV�ZKHQ�WKH�SDUHQW�VWHSV�RXW�RI�WKH�URRP�7KXV�� WKHUH� LV� D� VWURQJ� H[SHULHQWLDO� FRUUHODWLRQ� EHWZHHQ� D� 75� EHLQJ� FRQ�WDLQHG�DQG�EHLQJ�ORFDWHG�ZLWK�VXUHW\�

Activity (2.3) In Favor (3.2)
Perceptual

State (2.2) Means (2.4) Accessibility (3.1)

VANTAGE POINT

LOCATION 2 Is INTERIOR 3

In Situ (2.1) PROTO-SCENE 1 Arrival (3.3)

VANTAGE POINT

IS EXTERIOR 4 SEGMENTATION 5 REFLEXIVITY 6

Disappearance Shape As Blockage Reflexive
(4.1) Boundary (5.1) (5.2) (6.1)

)LJXUH����$�3DUWLDO�6HPDQWLF�1HWZRUN�IRU�LQ �1RWH��&OXVWHUV�RI�VHQVHV�DUH�LQGLFDWHGE\�XQ�VKDGHG�FLUFOHV��'LVWLQFW�VHQVHV�DUH�LQGLFDWHG�E\�VKDGHG�FLUFOHV��
([SHULPHQWDO�ZRUN�LQ�FKLOG�ODQJXDJH�DFTXLVLWLRQ��(��&ODUN�������DOVR�VXJ�JHVWV� D� VWURQJ� FRQFHSWXDO� UHODWLRQVKLS� EHWZHHQ� ORFDWLRQ� DQG� FRQWDLQPHQW�DQG�WKDW�\RXQJ�FKLOGUHQ�SHUFHLYH�FRQWDLQHUV�DV�GHIDXOW�ORFDWLRQV��,Q�WKH�ILUVWVWHS�RI� DQ� H[SHULPHQW� �(��&ODUN�������� WKH� H[SHULPHQWHU� DVNHG����PRQWKROGV� WR� ³'R� WKLV´� DV� D� EORFN�ZDV� SODFHG� LQ� WKH� FKLOG¶V� FRW�� 7KH� FKLOGUHQPLPLFNHG�WKH�H[SHULPHQWHU¶V�SODFHPHQW�RI�WKH�EORFN�SHUIHFWO\�� ,Q� WKH�IR O�ORZLQJ� VWHSV�� WKH� H[SHULPHQWHU� DJDLQ� VDLG� ³'R� WKLV´�EXW�SODFHG� WKH�EORFNEHVLGH� WKH� FRW�� WKHQ� XQGHU� WKH� FRW�� ,Q� WKHVH� FRQGLWLRQV�� WKH� FKLOGUHQ� VWLOOSODFHG� WKH� EORFN� LQ WKH� FRW�� ,Q� RWKHU�ZRUGV�� JLYHQ� D�PRYHDEOH� REMHFW�� �D75��� D� FRQWDLQHU� �D� /0��� DQG� WKH� WDVN� RI� ORFDWLQJ� RU� SODFLQJ� WKH� REMHFW�WKHVH�\RXQJ�FKLOGUHQ�VHHPHG�WR�FRQVWUXH�FRQWDLQHUV�DV�QDWXUDO�ORFDWRUV�,Q�WKH�/RFDWLRQ�&OXVWHU�RI�VHQVHV��WKH�QRWLRQ�WKDW�D�ERXQGHG�/0�VHUYHVWR�SLFN�RXW�WKH�VDOLHQW�VSDFH�ZKLFK�FRQWDLQV�WKH�75�LV�SULYLOHJHG��DQG�JLYHV
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ULVH� WR� D� UDQJH� RI� FORVHO\� UHODWHG� VHQVHV��:H�ZLOO� EULHIO\� VXUYH\� IRXU� RIWKHVH��WKH�,Q�6LWX�6HQVH��WKH�6WDWH�6HQVH��WKH�$FWLYLW\�6HQVH�DQG�WKH�0HDQV6HQVH�
7KH� ,Q�6LWX�6HQVH� �������$Q� H[SHULHQWLDO� FRUUHODWH� RI� EHLQJ� ORFDWHG�ZLWKVXUHW\� LV� WKDW� WKH�75� FUXFLDOO\� UHPDLQV� LQ� D� SDUWLFXODU� ORFDWLRQ�� 7KH� FRQ�YHQWLRQDO� LQWHUSUHWDWLRQ� WKDW� WKH� 75� UHPDLQV� FR�ORFDWHG� ZLWK� WKH� VDOLHQWVSDFH� GHVLJQDWHG� E\� WKH� /0� IRU� DQ� H[WHQGHG� SHULRG� SURYLGHV� DGGLWLRQDOPHDQLQJ�QRW�DSSDUHQW� LQ� WKH�SURWR�VFHQH��0RUHRYHU�� WKLV�GHVLJQDWLRQ� VXJ�JHVWV�DQ�DWWHQGDQW�SXUSRVH�IRU�EHLQJ�VR�ORFDWHG��7KLV�VHQVH�LV�LOOXVWUDWHG�E\WKH�IROORZLQJ�H[DPSOHV�
���� D� :KDW�DUH�\RX�LQ�IRU"��>DVNHG�LQ�D�KRVSLWDO� �³:KDW¶V�ZURQJ�ZLWK\RX"´�RU�D�SULVRQ� �³:KDW�ZHUH�\RX�FRQYLFWHG�RI"´@E� +H�VWD\HG�LQ�IRU�WKH�HYHQLQJ�F� 7KH�ZRUNHUV�VWDJHG�D�VLW�LQ�
,Q����D��WKH�75�LV�ORFDWHG�DW�WKH�/0��WKH�KRVSLWDO�RU�WKH�SULVRQ��IRU�DQ�H[�WHQGHG�SHULRG�RI�WLPH�DQG�IRU�D�SDUWLFXODU�SXUSRVH��1RWLFH�WKDW�WKLV�TXHVWLRQZRXOG� QRW� EH� IHOLFLWRXV� LI� WKH� DGGUHVVHH� ZHUH� FOHDUO\� DW� WKH� KRVSLWDO� RUSULVRQ�IRU�D�EULHI�YLVLW��HYHQ�WKRXJK�WKH�DGGUHVVHH�ZHUH�SK\VLFDOO\�ORFDWHGZLWKLQ�WKH�EXLOGLQJ��SDWHQWO\�D�ERXQGHG�/0��,Q����E���WKH�75��KH��UHPDLQV�ORFDWHG�DW�KRPH���UDWKHU�WKDQ��IRU�LQVWDQFH�JRLQJ�WR�D�QLJKWFOXE�RU�VRPH�RWKHU�ORFDWLRQ��,Q����F��WKH�75�� WKH�ZRUNHUV�UHPDLQ�DW�WKHLU�SODFH�RI�ZRUN��UHIXVLQJ�WR�OHDYH�LQ�RUGHU�WR�SURWHVW��,Q�HDFKRI� WKHVH� H[DPSOHV�� WKH�75� UHPDLQV� ORFDWHG� IRU� DQ� H[WHQGHG� SHULRG�� IRU� DSDUWLFXODU�SXUSRVH�DQG�RU�GXH�WR�D�YROLWLRQDO�DFW�RU�HYHQW��$V�VXFK��WKH�FR U�UHODWLRQ�EHWZHHQ�D�75�EHLQJ�ORFDWHG�ZLWK�VXUHW\�ZLWKLQ�WKH�/0�DQG�WKH�75UHPDLQLQJ� DW� WKH� ORFDWLRQ� LQ� TXHVWLRQ� IRU� DQ� H[WHQGHG� SHULRG�� DQ� ,Q� 6LWX6HQVH�KDV�EHFRPH�DVVRFLDWHG�ZLWK�LQ�
�� 7KH�DSSURSULDWH�TXHVWLRQ�IRU�WKH�VKRUW�WHUP�YLVLWRU�LV�VRPHWKLQJ�OLNH�:KDW�:KRKDYH�\RX�FRPH LQ�IRU"� SODFLQJ�HPSKDVLV�RQ�WKH�DFW�RI�FRPLQJ��UDWKHU�WKDQ�VWDWHRI�EHLQJ�LQ��� /LQGQHU� ������� SRLQWV� RXW� WKDW�LQ�KDV� GHYHORSHG� D� ³VSHFLDO´� VHQVH� RI� WKH� 75EHLQJ�LQ�WKH�GHIDXOW�ORFDWLRQ��)RU�D�SHUVRQ��ZH�RIWHQ�WKLQN�RI�WKH�GHIDXOW�ORFDWLRQDV�WKH�KRPH�
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7KH�6WDWH�6HQVH������� *UDG\��������DQG�/DNRII�DQG�-RKQVRQ��������KDYHDUJXHG�WKDW�D�SULPDU\�PHWDSKRU��RQH�ZKLFK�LV�EDVHG�RQ�D�FRPPRQ�FRUUHO D�WLRQ�LQ�H[SHULHQFH��LQYROYHV�D�SDUWLFXODU�ORFDWLRQ��/0��DQG�WKH�VWDWH�H[SHU L�HQFHG�E\�WKH�HQWLW\��75���RU�WKH�SDUWLFXODU�VLWXDWLRQ�WKDW�WKH�75�KDSSHQV�WREH�H[SHULHQFLQJ��)RU� LQVWDQFH�� WKH� LQIDQW� �75�� VLWWLQJ�RQ� WKH�SDUHQW¶V� ODS�HQFORVHG�LQ�WKH�SDUHQW¶V�DUPV��/0���ZLOO�RIWHQ�H[SHULHQFH�D�VHQVH�RI�VHF X�ULW\�DQG�ORYH��6RPH�\RXQJ�FKLOGUHQ�H[SHULHQFH�D�VHQVH�RI�LVRODWLRQ�DQG�IHDUZKHQ�OHIW�DORQH�LQ�D�GDUN�URRP�DW�QLJKW��7KURXJK�UHFXUULQJ�LQVWDQFHV�RI�DSDUWLFXODU�HPRWLRQDO�VWDWH�EHLQJ�H[SHULHQFHG�LQ�D�VSHFLILF�ORFDOH��WKH�FRUU H�ODWLRQ� EHWZHHQ� ORFDWLRQ� DQG� HPRWLRQDO� DQG�RU� SK\VLFDO� VWDWH� EHFRPHV� H V�WDEOLVKHG��7KLV� FRUUHODWLRQ�JLYHV� ULVH� WR� FRQFHSWXDO� DVVRFLDWLRQV� VXFK� WKDWZH�FRQFHSWXDOLVH�DQG�KHQFH�OH[LFDOLVH�VWDWHV�LQ�WHUPV�RI�ORFDWLRQ� ��
���2WKHU�VSDWLDO�SDUWLFOHV��VXFK�DV�RQ�DQG DW� FDQ�DOVR�GHQRWH�6WDWH�6HQVHV��7KHVH6WDWH� 6HQVHV�PD\� GHULYH� IURP� WKH� XELTXLWRXV� H[SHULHQWLDO� FRUUHODWLRQ� EHWZHHQVWDWHV�DQG�ORFDWLRQ��+RZHYHU��WKHUH�DSSHDU�WR�EH��V\VWHPDWLF��VXEWOH�GLIIHUHQFHVLQ� WKH� SURSHUWLHV� RI� WKH� VWDWHV� GHQRWHG� E\� HDFK� SUHSRVLWLRQ� DQG� WKXV�� LQ�PDQ\FDVHV�� ZH� FDQ� LGHQWLI\ WKH PRWLYDWLRQ� IRU� FRQYHQWLRQDOLVHG� XVHV� RI� SDUWLFXODUSUHSRVLWLRQV� ZLWK� SDUWLFXODU� VWDWHV�� )RU� LQVWDQFH�� DQ� LPSRUWDQW� PRWLYDWLRQ� IRUFRQYHQWLRQDO� XVHV� RI�LQ� VHHPV� WR� UHODWH� WR� WKH� FRQVWUDLQW� LQ� H[WUDFWLQJ� RQHVHOIIURP�RU�SODFLQJ�RQHVHOI�LQ�WKH�VWDWH��L�H��6WDWH�6HQVH�XVHV�RI�LQ�RIWHQ�GUDZ�RQ�WKHQRWLRQ�RI�FRQWDLQPHQW��)RU�LQVWDQFH��(QJOLVK�VSHDNHUV�VHHP�WR�FRQFHSWXDOLVH�DQHPRWLRQDO�VWDWH�VXFK�DV�ORYH�LQ�VXFK�D�ZD\�WKDW�RQFH�RQH�LV�³LQ´�ORYH��RQH�FDQQRWHDVLO\�RU�YROXQWDULO\� OHDYH� WKDW�HPRWLRQDO�VWDWH��VLPLODUO\��RQFH�RQH� LV�³RXW�RI´ORYH�ZLWK�D�SDUWLFXODU�SHUVRQ��LW�LV�GLIILFXOW�WR�JHW�EDFN�³LQ´�WKH�VWDWH�RI�EHLQJ�LQORYH��6LPLODUO\�� LI�RQH�LV�³LQ�WURXEOH´�� LW� LV�RIWHQ�D�VWDWH�QRW�HDVLO\�HVFDSHG�� �,QFRQWUDVW�� VWDWHV� VXFK� DV� EHLQJ� ³RQ� WKH� WDNH´� RU� ³RQ� WKH� SLOO´� DUH� RIWHQ� VHHQ� DVEHLQJ�D�FKRLFH�� DQG�KHQFH�SRWHQWLDOO\�PRUH� HDVLO\� ³HVFDSHG´��7KLV� LV� FRKHUHQWZLWK� WKH�SURWR�VFHQH� IRU�RQ��ZKLFK�GRHV�QRW� LQYROYH�ERXQGDULHV� RU� FRQVWUDLQWVRQ� PRWLRQ�� 0RUHRYHU�� WKH� 6WDWH� 6HQVH� GHQRWHG� E\� ³RQ´� RIWHQ� LQYROYHV� VRPHVHQVH�RI�VXSSRUW��ZKLFK�LV�DOVR�FRKHUHQW�ZLWK�WKH�SURWR�VFHQH��$QDORJRXVO\��WKHXVH�RI�³DW´�LQ�D�6WDWH�XVH�VXFK�DV�³DW�ZDU´�PD\�EH�GXH�WR�WKH�RSSRVLWLRQDO�VHQVHDVVRFLDWHG�ZLWK�³DW´��H�J���+H�UXVKHG�DW�PH��:H�VXJJHVW�WKDW�WKH�PHDQLQJV�DVVR�FLDWHG�ZLWK�WKHVH�H[DPSOHV�UHIOHFW�QXDQFHV�IURP�D�QXPEHU�RI�VHQVHV�GHVLJQDWHGE\�HDFK�SUHSRVLWLRQ��ZKLFK�LV�H[SHFWHG�LI�D�VHPDQWLF�QHWZRUN�LV�D�VHPDQWLF�FRQ�WLQXXP��7KXV�� DOWKRXJK�ZH�K\SRWKHVLVH� WKDW� DOO� 6WDWH�6HQVHV� DUH�PRWLYDWHG� E\WKH� FRUUHODWLRQ� EHWZHHQ� ORFDWLRQ� DQG� VWDWH��ZH� DOVR� VXJJHVW� WKDW� WKHUH� DUH� QX�DQFHV��VXFK�DV�³ERXQGHGQHVV´�RU�³FRQVWUDLQW´��DVVRFLDWHG�ZLWK�XVHV��VXFK�DV�³LQORYH´��³LQ�WURXEOH´��HWF���ZKLFK�UHODWH�WR�WKH�VHPDQWLF�QHWZRUN�IRU�WKH�SDUWLFXODUSUHSRVLWLRQ�LQ�TXHVWLRQ�
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$V�QRWHG�HDUOLHU��UHFDOO�WKH�H[DPSOHV�LQ�����DQG�WKH�UHODWHG�GLVFXVVLRQ��LQ�FDQ�EH� HPSOR\HG�ZLWK� FHUWDLQ� VWDWHV�ZKLFK� DUH� FRQFHSWXDOLVHG� DV� FRQ�VWUDLQLQJ� WKH�75�RU� SRVLQJ� GLIILFXOW\� LQ� OHDYLQJ�� RU�ZLWK� VLWXDWLRQV�ZKLFKFDQ�EH�FRQFHSWXDOLVHG�DQG�KHQFH�OH[LFDOLVHG�DV�VWDWHV��H�J��:H¶UH�LQ�D�VWDWHRI� ZDU�HPHUJHQF\�KRO\� PDWULPRQ\�PDUWLDO� ODZ�DQDUFK\ �� HWF�� 7KH� UHDVRQIRU� WKLV� LV� WKDW� WKHUH� LV� D� WLJKW� FRUUHODWLRQ� EHWZHHQ� EHLQJ� ORFDWHG� LQ� DERXQGHG�/0�DQG�D�SDUWLFXODU�VWDWH�ZKLFK�LV�FRQIHUUHG�E\�YLUWXH�RI�EHLQJ�VRORFDWHG�$� FRQVHTXHQFH� RI� WKH� 6WDWH� 6HQVH� EHLQJ� LQVWDQWLDWHG� LQ� SHUPDQHQWPHPRU\�LV�WKDW�LQ FDQ�GHQRWH�UHODWLRQV�EHWZHHQ�75V�DQG�QRQ�SK\VLFDO�/0V�7KLV�LV�EHFDXVH�LQ�WKLV�VHQVH� LQ GHQRWHV�UHODWLRQV�EHWZHHQ�75V�DQG�VWDWHV�UDWKHU�WKDQ�ERXQGHG�/0V�SHU�VH��7KLV�IROORZV�DV�RQFH�D�SDUWLFXODU�VHQVH�LVLQVWDQWLDWHG�LQ�PHPRU\�LW�FDQ�EH�HPSOR\HG�LQ�FRQWH[WV�RI�XVH�DEVHQW�WKRVHWKDW�RULJLQDOO\�PRWLYDWHG�LW�

7KH� $FWLYLW\� 6HQVH ������ ,Q� DGGLWLRQ� WR� WKH� WLJKW� FRUUHODWLRQ� EHWZHHQERXQGHG�/0V�DQG�VWDWHV��QRWHG� LQ� WKH�IRUHJRLQJ�� WKHUH� LV�D�VLPLODUO\� WLJKWDQG�XELTXLWRXV� FRUUHODWLRQ� EHWZHHQ� D� SDUWLFXODU� DFWLYLW\� DQG� WKH� ERXQGHG/0�LQ�ZKLFK�WKH�DFWLYLW\�RFFXUV��)RU�LQVWDQFH��D�WKH�SRVLWLRQ�RI�D�VWDII�SHU�VRQ�ZKR�ZRUNV�IRU�D�JRYHUQPHQW�RIILFLDO�PLJKW�FRQFHLYDEO\�EH�GHVFULEHG�LQWKH�IROORZLQJ�ZD\�LQ�UHVSRQVH�WR�D�TXHVWLRQ�DV�WR�WKH�75¶V�SURIHVVLRQ
���� $� :KDW¶V�KLV�OLQH�RI�ZRUN"%� +H¶V�LQ�WKH�JRYHUQRU¶V�RIILFH��> ZRUNV�IRU�WKH�JRYHUQRU@

+RZHYHU�� LQ� VRPH� FRQWH[WV� PRUH� WKDQ� RQH� VSDWLDO� SUHSRVLWLRQ� PLJKW� FRQ�FHLYDEO\�FRQVWLWXWH�D� µEHVW�ILW¶��$FFRUGLQJO\��ZKLOH� WZR�SDUWLFOHV�PD\�EH�PRWL�YDWHG�� D� ODQJXDJH�RU�GLDOHFW�PD\�FKRRVH� WR� FRQYHQWLRQDOLVH� RQH�ZKLOH� DQRWKHUPD\� FRQYHQWLRQDOLVH� DQRWKHU�� $Q� H[DPSOH� RI� WKLV� LV� WKH� GLVWLQFWLRQ� EHWZHHQ%ULWLVK�DQG�$PHULFDQ�VSHDNHUV��2QH�RI�XV�LV�$PHULFDQ�DQG�WKH�RWKHU�%ULWLVK��)RUWKH�VSHDNHU�RI�$PHULFDQ�(QJOLVK�LW�IHHOV�³PRUH�QDWXUDO´�WR�GHVFULEH�WKH�VLWXDWLRQLQ� ZKLFK� D� IHPDOH� GRJ� LV� IHUWLOH� DV��7KH� QHLJKERU¶V� GRJ� LV� LQ� KHDW�� )RU� WKHVSHDNHU�RI�%ULWLVK�(QJOLVK�LW�IHHOV�³PRUH�QDWXUDO´�WR�GHVFULEH�WKH�VDPH�VLWXDWLRQDV��7KH�QHLJKERXU¶V�GRJ�LV�RQ�KHDW��,QGHHG��ERWK�SDUWLFOHV�DUH�PRWLYDWHG��$�VWDWHRI�³KHDW´�LV�UHODWLYHO\�VSHDNLQJ�VKRUW��KHQFH�RQ��\HW�WKH�DQLPDO�FDQQRW�YROXQWDU�LO\�HVFDSH�WKLV�VWDWH��WKXV�PRWLYDWLQJ�WKH�XVH�RI�LQ��+HQFH��ZKLOH�ERWK�LQ DQG�RQDUH�PRWLYDWHG��LQ�WKLV�FRQWH[W�ZKLFK�RQH�LV�VHOHFWHG�LV�D�PDWWHU�RI�FRQYHQWLRQDOL�VDWLRQ�



6SDWLDO�H[SHULHQFH��OH[LFDO�VWUXFWXUH�DQG�PRWLYDWLRQ ��
7KLV�H[DPSOH�QLFHO\�LOOXVWUDWHV�WKH�FRUUHODWLRQ�EHWZHHQ�DQ�DFWLYLW\�DQG�WKHERXQGHG�/0�DW�ZKLFK� WKH�DFWLYLW\� WDNHV�SODFH��:RUNLQJ� IRU� WKH�JRYHUQRUWDNHV�SODFH�LQ�D�ERXQGHG�/0�UHIHUUHG�WR�DV�WKH�JRYHUQRU¶V�RIILFH�V���+HQFH�WKH�ORFDWLRQ�FDQ�VWDQG�PHWRQ\PLFDOO\�IRU�WKH�DFWLYLW\�$�FRQVHTXHQFH�RI�WKH�FRUUHODWLRQ�EHWZHHQ�DFWLYLWLHV�DQG�ERXQGHG�/0VLV�WKDW�WKH�QRWLRQ�RI�DQ�DFWLYLW\�FDQ�FRPH��WKURXJK�SUDJPDWLF�VWUHQJWKHQLQJ�WR�EH�UHDQDO\VHG�DV�D�GLVWLQFW�PHDQLQJ�DVVRFLDWHG�ZLWK� LQ��2QFH�LQVWDQWLDWHGLQ�VHPDQWLF�PHPRU\��LQ FDQ�PHGLDWH�D�UHODWLRQ�EHWZHHQ�D�75�DQG�DQ�DFWLY�LW\�HYHQ�ZKHQ�WKH�DFWLYLW\�GHVLJQDWHG�LV�QR�ORQJHU�RYHUWO\�DVVRFLDWHG�ZLWK�DSDUWLFXODU�ERXQGHG�/0��&RQVLGHU�VRPH�LOOXVWUDWLYH�H[DPSOHV�RI�WKH�$FWL Y�LW\�6HQVH�
���� D� +H�ZRUNV�LQ�VWRFNV�DQG�VKDUHV�E� 6KH¶V�LQ�PHGLFLQH�F� 7KH\�DUH�LQ�>WKH�PDQXIDFWXUH�RI�@�H[SHQVLYH�EDE\�FORWKHV�G� 6KH¶V�LQ�JUDGXDWH�VFKRRO���
���$W� WKLV� SRLQW� LW� LV� ZRUWK� FRQWUDVWLQJ� WKH� SULQFLSOHG� SRO\VHP\� DSSURDFK� WR� WKHFRQFHSWXDO�PHWDSKRU� DSSURDFK�� ,Q� WKHLU� HDUO\� VWXG\� RI� FRQFHSWXDO� PHWDSKRUV�/DNRII� DQG� -RKQVRQ� ������� FKDSWHU� ��� VXJJHVWHG� WKDW� LQ� DQ� H[DPSOH� VXFK� DV�6KH¶V�LQ�ORYH��ZKDW�WKH\�WHUPHG�DQ�RQWRORJLFDO�PHWDSKRU�OLFHQVHG�WKH�XVH�RI�DQ³DEVWUDFW´�FRQFHSW��VXFK�DV�ORYH��EHLQJ�FRQFHSWXDOLVHG�DV�D�FRQWDLQHU��7KH�SUHV�HQW�DSSURDFK�VXJJHVWV�WKDW�LW�PD\�EH�PLVOHDGLQJ�WR�SRVLW�WKDW�D�QDWLYH�VSHDNHU�LVVRPHKRZ�XQGHUVWDQGLQJ�D�FRQFHSW�VXFK�DV�ORYH�DV�D�ERXQGHG�/0�ZKLFK�SK\VL�FDOO\�FRQWDLQV�WKH�75��5DWKHU��GXH�WR�D�FRPSOH[�VHPDQWLF�QHWZRUN��LQ KDV�DVVR�FLDWHG�ZLWK�LW�D�FRQYHQWLRQDO�6WDWH�6HQVH��ZKLFK�OLFHQVHV�VXFK�XVHV��7KLV�VHQVH�ZKLOH�FRQYHQWLRQDOO\�DVVRFLDWHG�ZLWK�LQ�� LV�GHULYHG�XOWLPDWHO\�IURP�D�WLJKW�FRU�UHODWLRQ�LQ�H[SHULHQFH�EHWZHHQ�VSDWLDO�UHJLRQV��ZKLFK�DUH�FRQFHSWXDOLVHG�DV�EH�LQJ�ERXQGHG��DQG�VWDWHV��VHH�*UDG\¶V������JURXQG�EUHDNLQJ�ZRUN�RQ�H[SHULHQ�WLDO�FRUUHODWLRQ���+HQFH��ZKLOH�VWDWHV�DUH�QRW�VWUDLJKWIRUZDUGO\�FRQFHSWXDOLVHG�DVWKUHH�GLPHQVLRQDO�FRQWDLQHUV�� DV� LV� VRPHWLPHV� LPSOLHG� LQ� WKH�FRQFHSWXDO�PHWD�SKRU�OLWHUDWXUH��LW�LV�ZRUWK�HPSKDVL]LQJ�WKDW�WKH�SUHVHQW�SULQFLSOHG�SRO\VHP\�DS�SURDFK�GRHV�PDLQWDLQ�WKDW�WKH�SRO\VHP\�DVVRFLDWHG�ZLWK�LQ �DQG�ZLWK�RWKHU�VSD�WLDO�SDUWLFOHV��LV�ILUPO\�JURXQGHG�LQ�VSDWLR�SK\VLFDO�H[SHULHQWLDO�FRUUHODWHV�:KLOH�ZH�K\SRWKHVLVH�WKDW�RQFH�GLVWLQFW�VHQVHV�DUH�FRQYHQWLRQDOLVHG��WKH\�QRORQJHU�VWUDLJKWIRUZDUGO\�GUDZ�RQ�WKH�H[SHULHQWLDO�FRUUHODWLRQV� WKDW�JDYH�ULVH� WRWKHP�� WKHVH� VDPH� H[SHULHQWLDO� FRUUHODWLRQV�� DV� ZHOO� DV� FRKHUHQW� SHUFHSWXDO� UH�VHPEODQFHV�� DUH� VWLOO� DQ� DFWLYH� SDUW� RI� KXPDQ� H[SHULHQFH� DQG�� KHQFH�� UHPDLQDYDLODEOH� IRU� WKH�FUHDWLRQ�RI�QRYHO�XWWHUDQFHV��0RUHRYHU��ZH�DFNQRZOHGJH�/D�NRII�DQG�-RKQVRQ¶V��������LPSRUWDQW� LQVLJKW� WKDW�PHWDSKRULFDO�SDWWHUQV� WHQG� WREH� FRQVLVWHQW� RU� FRKHUHQW� WKURXJKRXW� WKH� ODQJXDJH�� 7KH� IDFW� WKDW� HPRWLRQDO
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7KH�0HDQV�6HQVH������� $V�ZH�KDYH�MXVW�QRWHG�LQ�WKH�IRUHJRLQJ�GLVFXVVLRQ�ORFDWLRQV�DQG�DFWLYLWLHV�DUH�VWURQJO\�FRUUHODWHG�LQ�H[SHULHQFH��2QH�UHVXOW�RIWKH FRQFHSWXDO� DVVRFLDWLRQ� HVWDEOLVKHG� EHWZHHQ� DFWLYLWLHV� DQG� ORFDWLRQV� LVUHIOHFWHG�LQ�WKH�OH[LFDO�SDWWHUQ�RI�H[SUHVVLQJ�DVSHFWV�RI�DFWLYLWLHV�ZLWK� WKHSDUWLFOH�LQ��0RUHRYHU�� LW� LV�RIWHQ� WKH�FDVH� WKDW�D�SDUWLFXODU�DFWLYLW\�XWLOLVHVRQH� �RU�PRUH�� SDUWLFXODU�PHDQV� LQ� RUGHU� WR� EH� DFFRPSOLVKHG��'XH� WR� WKHWLJKW� FRUUHODWLRQ� LQ� H[SHULHQFH� EHWZHHQ� DQ� DFWLYLW\� DQG� WKH�PHDQV� RI� D F�FRPSOLVKLQJ�WKH�DFWLYLW\��LQ KDV�GHYHORSHG�D�GLVWLQFW�0HDQV�6HQVH��7KLV�KDVEHHQ�SRVVLEOH�SUHFLVHO\�EHFDXVH� LQ KDG�DQ�DQWHFHGHQW�$FWLYLW\�6HQVH�DVVR�FLDWHG�ZLWK�LW��&RQVLGHU�VRPH�H[DPSOHV�RI�WKH�0HDQV�6HQVH�
���� D� 6KH�ZURWH�LQ�LQN�E� +H�VSRNH�LQ�,WDOLDQ�
,Q����D��LQ GHQRWHV�WKH�UHODWLRQ�EHWZHHQ�D�SDUWLFXODU�DFWLYLW\�DQG�WKH�PHDQVRI�DFFRPSOLVKLQJ�WKH�DFWLYLW\��LQN�YHUVXV�SHQFLO��IRU�LQVWDQFH��6LPLODUO\��WKHDFWLYLW\�LQ����E��LV�DFFRPSOLVKHG�WKURXJK�WKH�PHGLXP�RI�,WDOLDQ�UDWKHU�WKDQ-DSDQHVH��VD\�7KH�FRUUHODWLRQ�EHWZHHQ�DFWLYLWLHV�DQG� WKHLU�PHDQV�RI� DFFRPSOLVKPHQWKDV� OHG�� WKHQ�� WKURXJK�SUDJPDWLF� VWUHQJWKHQLQJ� WR� WKH� GHYHORSPHQW� RI� WKH0HDQV�6HQVH��7KLV�SURYLGHV�DQ�HOHJDQW� LOOXVWUDWLRQ�RI� WKH�ZD\� LQ�ZKLFK�DSUHSRVLWLRQ�� WKURXJK�WKH�GHYHORSPHQW�RI�FRQYHQWLRQDOLVHG�VHQVHV� �H�J�� WKH$FWLYLW\�6HQVH��� DQG� UHFXUVLYH� H[SHULHQFHV� FRUUHODWLQJ�ZLWK� WKHVH� GHULYHGVHQVHV� �H�J�� DFWLYLWLHV� FRUUHODWH�ZLWK�PHDQV� RI� DFFRPSOLVKPHQW��� FDQ� JLYHULVH�WR�IXUWKHU�VHQVHV��H�J��WKH�0HDQV�6HQVH��,Q�DGGLWLRQ��WKH�PHDQV�XVHG�WR�DFFRPSOLVK�DQ�DFWLYLW\�FDQ�EH�FRQFHSWX�DOLVHG�DV�FUXFLDOO\�LQIOXHQFLQJ�RU�FRQVWUDLQLQJ�WKH�DFWLYLW\��7KLV�FRQFHSW X�DOLVDWLRQ� LV� FRKHUHQW�ZLWK� WKH�QRWLRQ�RI� FRQWDLQPHQW�SUHVHQW� LQ� WKH�SURWR�VFHQH� IRU� LQ��5HWXUQLQJ� WR� WKH�H[DPSOH� LQ� ���D��� WKH�DFWLYLW\�RI�ZULWLQJ� LVFRQVWUDLQHG�E\�WKH�PHDQV�XVHG�WR�DFFRPSOLVK�WKH�ZULWLQJ��L�H��E\�WKH�ZULWHUXVLQJ�LQN��)RU�LQVWDQFH��WKH�ZULWLQJ�LV�QRW�HDVLO\�HUDVHG�VR�WKH�ZULWHU�PXVWWDNH�FHUWDLQ�DGGLWLRQDO�FDUH�LQ�WKH�SURFHVV�

VWDWHV� DQG� DWPRVSKHULF� FRQGLWLRQV� DUH� ERWK� DVVRFLDWHG� ZLWK� D� ERXQGHG� UHJLRQDQG� WKDW� HPRWLRQDO� VWDWHV�DUH�FRQFHSWXDOLVHG� �WKURXJK�SHUFHSWXDO� UHVHPEODQFH�DV�ZHDWKHU�FRQGLWLRQV��DV� LQ�7KH\¶UH� LQ�D�VWRUP\�UHODWLRQ�RU�6KH¶V� LQ�D�EULJKW�VXQQ\�PRRG��IRUP�D�FRKHUHQW��UHLQIRUFLQJ�SDWWHUQ�RI�FRQFHSWXDOLVDWLRQ�



6SDWLDO�H[SHULHQFH��OH[LFDO�VWUXFWXUH�DQG�PRWLYDWLRQ ��
������ 7KH�9DQWDJH�3RLQW�LV�,QWHULRU�&OXVWHU����
8S�WR�WKLV�SRLQW��WKH�VSDWLDO�VFHQHV�DVVRFLDWHG�ZLWK� LQ WKDW�ZH�KDYH�H[SORUHGKDYH�DOO�DVVXPHG�DQ�³RII�VWDJH´�YDQWDJH�SRLQW��+RZHYHU�� WKHUH�DUH�VSDWLDOVFHQHV�LQ�ZKLFK�WKH�YDQWDJH�SRLQW�FDQ�EH�ORFDWHG�³RQ�VWDJH´��L�H��ZLWKLQ�WKHVSDWLDO�VFHQH�EHLQJ�FRQFHSWXDOLVHG��7KLV�KDV�SURIRXQG�LPSOLFDWLRQV�IRU�KRZWKH� VFHQH� LV� YLHZHG� DQG�� FRQVHTXHQWO\�� IRU� VHQVHV� GHULYHG� IURP� VXFK� DYLHZLQJ�DUUDQJHPHQW� �VHH�/DQJDFNHU�������� ,Q� VSDWLDO� VFHQHV� LQYROYLQJ� DERXQGHG� /0�� RQH� REYLRXV� YDQWDJH� SRLQW� LV� LQWHULRU� WR� WKH� ERXQGHG� /0�7KH�LQWHULRU�YDQWDJH�SRLQW�JLYHV�ULVH�WR�D�QXPEHU�RI�GLVWLQFW�VHQVHV��RQH�RIZKLFK�ZH�GHWDLO�EHORZ��WKH�3HUFHSWXDO�$FFHVVLELOLW\�6HQVH�)ROORZLQJ�ZRUN�E\�GLVFRXUVH�DQDO\VWV�VXFK�DV�6FKLIIULQ���������ZH�K\�SRWKHVLVH� WKDW� WDNLQJ� WKH� LQWHULRU� SHUVSHFWLYH� FDQ� FRLQFLGH�ZLWK� D� VKLIW� LQGHLFWLF�FHQWUH�RI�WKH�VFHQH��ZKDW�ZH�DUH�WHUPLQJ�WKH�YDQWDJH�SRLQW���7DNLQJWKH� LQWHULRU� UHJLRQ� DV� WKH� YDQWDJH� SRLQW� FRQFRPLWDQWO\� KLJKOLJKWV� WKH� SHU�VSHFWLYH�RI�WKH�75��,Q�WKLV�VHFWLRQ�ZH�DOVR�GLVFXVV�WZR�IXUWKHU�VHQVHV��WKH�,Q)DYRXU�6HQVH� DQG� WKH�$UULYDO�6HQVH�� LQ�ZKLFK� WKH�75�ZLWKLQ� WKH� LQWHULRUUHJLRQ�LV�WKH�YDQWDJH�SRLQW�IURP�ZKLFK�WKH�VFHQH�LV�YLHZHG��+HQFH��ZKLOHLQ� WKH� 3HUFHSWXDO� $FFHVVLELOLW\� 6HQVH� WKH� YDQWDJH� SRLQW� LV� ZLWKLQ� WKHERXQGHG�/0�EXW�GLVWLQFW�IURP�WKH�75��LQ�WKH�,Q�)DYRXU�DQG�$UULYDO�6HQVHV�WKH�YDQWDJH�SRLQW�DQG�75�FRLQFLGH�
7KH�3HUFHSWXDO�$FFHVVLELOLW\�6HQVH� ������ $�FRQVHTXHQFH� RI� WKH� H[SHUL�HQFHU�DQG�YDQWDJH�SRLQW�EHLQJ�ORFDWHG�ZLWKLQ�D�ERXQGHG�/0�LV�WKDW�75�V�DQG�LQWHULRU�HQYLURQPHQW�FRQWDLQHG�E\�WKH�/0�DUH�DYDLODEOH�WR�WKH�H[SHU L�HQFHU� �DQG�KHQFH� YDQWDJH� SRLQW�� E\� YLUWXH� RI� KLV� RU� KHU� VHQVH�SHUFHSWRU\DSSDUDWXV��7DNH�YLVLRQ� IRU� LQVWDQFH��8QOHVV�ZH�SRVVHVV�;�UD\� YLVLRQ� j� OD6XSHUPDQ��IRU�WKH�FRQWHQWV�RI�D�ERXQGHG�/0��VXFK�DV�D�FORVHG�URRP��WR�EHYLVLEOH�WR�XV��ZH�PXVW�RUGLQDULO\�EH�ORFDWHG�ZLWKLQ�WKH�ERXQGHG�/0� 7KLV�LVD� VLJQLILFDQWO\�GLIIHUHQW�RFFXUUHQFH� WKDQ� WKDW�ZKLFK� WDNHV� SODFH�ZKHQ� WKHH[SHULHQFHU� LV� ORFDWHG�RXWVLGH� WKH�ERXQGHG�/0��:KHQ� WKH� H[SHULHQFHU� LVORFDWHG�H[WHULRU�WR�WKH�ERXQGHG�/0��WKH�LQWHULRU�UHJLRQ�DQG�75�V��WHQG�QRWWR�EH�DFFHVVLEOH��$W�WKH�VDPH�WLPH��ZKHQ�WKH�H[SHULHQFHU�LV�ORFDWHG�LQWHULRUWR�WKH�ERXQGHG�/0�� WKH� OLPLWV�RI� WKH�/0�DQG�WKH� OLPLWV�RI�SHUFHSWXDO�DF�FHVVLELOLW\�WHQG�WR�FRLQFLGH��)RU�LQVWDQFH��LI�ZH�DUH�LQ�D�URRP��DOO�ZH�KDYHYLVXDO�DFFHVV�WR�LV�LQ�WKDW�URRP��$JDLQ��WKLV�UHIOHFWV�D�VXEVWDQWLDOO\�GLIIHUHQWFRQVHTXHQFH� IURP�EHLQJ�ORFDWHG�H[WHULRU� WR� WKH�/0��'XH� WR� WKH� WLJKW�FRU�UHODWLRQ�EHWZHHQ�WKH�FRQVWUXHU�EHLQJ�ORFDWHG�ZLWKLQ�WKH�ERXQGHG�/0��DQGWKH�75�DQG�LQWHULRU�VSDFH�GHOLPLWHG�E\�WKH�ERXQGHG�/0�EHLQJ�DYDLODEOH�WR
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WKH�H[SHULHQFHU��LQ�VHQVH�SHUFHSWRU\�WHUPV�VXFK�DV�YLVLELOLW\�� LQ KDV�GHULYHGD�3HUFHSWXDO�$FFHVVLELOLW\�6HQVH��&RQVLGHU�VRPH�H[DPSOHV�
���� D� ,�KDYH�LW�LQ�YLHZ�E� ,�KDYH�KLP�LQ�VLJKW�F� ,�VWD\HG��ZLWK�LQ�HDUVKRW�RI�EDE\�0D[¶V�FU\�G� 7KRUHDX�DOZD\V�VWD\HG�LQ�UDQJH�RI�KLV�PRWKHU¶V�GLQQHU�EHOO�H� 6XVDQ�DOZD\V�WULHV�WR�VWD\�LQ�WRXFK�
,Q� WKH� VHQWHQFHV� LQ� ������ LQ GHQRWHV� D� UHODWLRQ� EHWZHHQ� D� 75� DQG� VHQVH�SHUFHSWRU\�DYDLODELOLW\�ZLWK�UHVSHFW�WR�D�SDUWLFXODU�H[SHULHQFHU�� �WKH�YDQ�WDJH�SRLQW���1RWLFH�WKDW�WKH�VHQVRU\�SHUFHSWLRQ�ZKLFK�LV�DYDLODEOH�LV�GHOLP�LWHG�E\�WKH�/0��WKH�ERXQGLQJ�HOHPHQW��:H�VXJJHVW�WKDW�WKLV�OLQJXLVWLF�FRG�LQJ�UHIOHFWV�WKH�OLYHG�H[SHULHQFH�RI�WKH�ERXQGDULHV�RI�WKH�/0�SODFLQJ OLPLWVRQ� SHUFHSWXDO� DFFHVVLELOLW\� ZKHQ� WKH� H[SHULHQFHU� LV� ORFDWHG� LQWHULRU� WR� DERXQGHG�UHJLRQ�,W�PLJKW� EH� REMHFWHG� DW� WKLV� SRLQW� WKDW� VRPH� WKLQJV� DUH� OLWHUDOO\� LQ� WKHYLVXDO� ILHOG�� IRU� LQVWDQFH��ZKLOH�RWKHUV�DUH�QRW��7KDW� LV�� WKH�ILHOG�RI�YLVLRQKDV�FHUWDLQ�QDWXUDO�OLPLWV��GXH�WR�KXPDQ�SK\VLRORJ\��DQG�WKH�QDWXUH�RI�WKHSK\VLFDO� SURSHUWLHV� RI� WKH� HQYLURQPHQW��2Q� WKLV� YLHZ�� YLVLRQ� LV� QDWXUDOO\ERXQGHG��L�H��WKHUH�LV�D�GHOLPLWHG�UHJLRQ�RI�VSDFH�ZH�FDQ�VHH�LQ�DQ\�JLYHQPRPHQW��DQG�KHQFH�WKH�XVH�RI� LQ WR�PHGLDWH�WKH�YLVXDO�ILHOG�UHSUHVHQWV�WKHXVH�RI�WKH�SULPDU\�VHQVH�IRU� LQ��ZLWKRXW�UHTXLULQJ�D�GLVWLQFW�3HUFHSWXDO�$F�FHVVLELOLW\�6HQVH��)URP�WKLV�³FRPPRQ�VHQVH´�SHUVSHFWLYH� LW PLJKW�DSSHDU�RQ�ILUVW LQVSHFWLRQ��WKDW�LW�LV�HUURQHRXV�WR�SRVLW�D�GLVWLQFW�3HUFHSWXDO�$FFHV�VLELOLW\�6HQVH�DVVRFLDWHG�ZLWK�LQ�+RZHYHU��ZKLOH�KXPDQ�VHQVRU\�SHUFHSWLRQ�PD\�EH�OLPLWHG��D�OLPLW�GRHVQRW�QHFHVVDULO\�HQWDLO�D�WKUHH�GLPHQVLRQDO�ERXQGHG�/0��)RU�LQVWDQFH��ZKHQZH�ORRN�LQWR� WKH�VN\��ZKLOH�RXU�YLVXDO�DSSDUDWXV�DOORZV�XV� WR� VHH�RQO\�VRPXFK��WKHUH�LV�D�ORW�EH\RQG�RXU�YLVLRQ��:KLOH�ZH�FRQFHSWXDOLVH�WKDW�OLPLW�DVD�ERXQGDU\�� WKH� ERXQGDU\� GRHV� QRW� YHULGLFDOO\� H[LVW��:H� VXJJHVW� WKDW� WKHUHDVRQ�ZH�FRQFHSWXDOLVH�WKH� OLPLWV�RI�RXU�SK\VLFDO�SHUFHSWLRQV�DV�D� WKUHH�GLPHQVLRQDO�FRQWDLQHU��D�ERXQGHG�/0��LV�EHFDXVH�RI�H[SHULHQFHV�RI�EHLQJORFDWHG� LQVLGH� WKUHH�GLPHQVLRQDO� FRQWDLQHUV� ZLWK� SK\VLFDO� ZDOOV� �OLNHURRPV���ZKLFK�REYLRXVO\�SODFH� DGGLWLRQDO� OLPLWV�RQ�RXU� DELOLW\� WR�XVH�RXUVHQVRU\� SHUFHSWLRQ� RUJDQV� WR� WKHLU� IXOOHVW� SRWHQWLDO�� 0RUHRYHU�� WKLV� WLJKWH[SHULHQWLDO�FRUUHODWLRQ�LV�UHIOHFWHG�LQ�WKH�OLQJXLVWLF�V\VWHP�QRW�RQO\�E\�WKHSDUWLFXODU�SUHSRVLWLRQV�ZKLFK�DUH�XVHG� WR�GHQRWH� WKH� OLPLWV�RI�RXU�SHUFHS�WXDO�DFFHVV��LQ DQG�RXW���EXW�DOVR�E\�WKH�QRXQV�ZKLFK�DUH�XVHG��H�J���ILHOG �DV



6SDWLDO�H[SHULHQFH��OH[LFDO�VWUXFWXUH�DQG�PRWLYDWLRQ ��
LQ� ILHOG� RI� YLVLRQ�� YLVXDO� ILHOG�� HWF���� ZKLFK� LV� RIWHQ� FRQFHSWXDOLVHG� DV� DERXQGHG�/0��DQG�UDQJH �DV�LQ�UDQJH�RI�YLVLRQ��WKH�YLVXDO�UDQJH��+H¶V�RXWRI�UDQJH��HWF����PHDQLQJ�KHUH�VRPHWKLQJ�OLNH�µOLPLWV¶��ZKLFK�LV�FOHDUO\�DVVR�FLDWHG�ZLWK�ERXQGDULHV�DQG�ERXQGHG�/0V�
7KH�,Q�)DYRXU�6HQVH������� 7KH�QRWLRQ�RI�EHLQJ�LQ KDV�FRPH�WR�EH�DVVRFL�DWHG�ZLWK�EHLQJ�YDOXHG�RU�FRQVLGHUHG�SULYLOHJHG��:H�K\SRWKHVLVH�WKDW�WKH�,Q)DYRXU� 6HQVH� GHULYHV� ODUJHO\� IURP� WKH� WLJKW� FRUUHODWLRQ� EHWZHHQ� JDLQLQJDFFHVV�RU�HQWU\�WR�FHUWDLQ�NLQGV�RI�ERXQGHG�/0V�DQG�WKH�GHVLUDELOLW\�RI�WKHHYHQW�RU�DFWLYLW\�ZLWKLQ�WKH�FRQILQHV�RI�WKH�ERXQGHG�/0��)RU�LQVWDQFH��ZHIRUP�TXHXHV� WR�JDLQ�DFFHVV� WR�D�ZKROH�KRVW�RI�YHQXHV�RQ�D� UHJXODU�EDVLV�:H�PXVW� ZDLW� LQ� D� TXHXH� WR� JDLQ� DFFHVV� WR� WKH� FLQHPD� WR� VHH� WKH� ODWHVWEORFNEXVWHU�RQ�WKH�ILUVW�GD\�RI�UHOHDVH��RU�IRU�WLFNHWV�WR�HQWHU�D�WKHPH�SDUN�D�VSRUWV�VWDGLXP��RU�ZKHQ�ZDLWLQJ� IRU�D� IUHH� WDEOH� LQ�D�SDFNHG� UHVWDXUDQW�(QWU\� WR� D� ZKROH� KRVW� RI� VXFK� YHQXHV� LV� RIWHQ� E\� QR�PHDQV� JXDUDQWHHG�SUHFLVHO\�EHFDXVH� WKH�DFWLYLWLHV� LQVLGH�DUH�GHVLUDEOH�DQG� WKXV�VRXJKW�DIWHU�+HQFH��WR�JDLQ�DFFHVV�LV�WR�EH�LQ�D�IDYRXUDEOH�RU�SULYLOHJHG�SRVLWLRQ��'XH�WRWKH� WLJKW� FRUUHODWLRQ� EHWZHHQ�EHLQJ�ZLWKLQ� WKH�/0�� DQG�KHQFH� EHLQJ� LQ� DIDYRXUDEOH�SRVLWLRQ��LQ KDV�GHYHORSHG�DQ�,Q�)DYRXU�6HQVH���7R�PDNH�WKLV�SRLQW�FRQVLGHU�WKH�IROORZLQJ�H[DPSOH�
���� +H�PDQDJHG�WR�JHW�LQ�WKH�VWDGLXP��HYHQ�WKRXJK�SODFHVZHUH�OLPLWHG�
,Q� WKLV� H[DPSOH��ZKLFK� UHODWHV� WR� WKH� SURWR�VFHQH�� WKHUH� LV� DQ� LPSOLFDWXUHWKDW�EHLQJ� LQ��ZLWK� UHVSHFW� WR� WKH�ERXQGHG�/0�� WKH�VWDGLXP�� LV� WR�EH� LQ� DIDYRXUDEOH�SRVLWLRQ��7KURXJK�SUDJPDWLF�VWUHQJWKHQLQJ�WKLV�LPSOLFDWXUH�KDV
��� ,Q�DGGLWLRQ��LWHPV�WKDW�DUH�YDOXDEOH�DUH�RIWHQ�NHSW�LQ�FRQWDLQHUV�WR�SURWHFW�WKHP�+HQFH��WKLV�VHQVH�ZKLOH�HPSKDVLVLQJ�WKH�LQFOXVLRQ�VWDWXV�RI�WKH�75�V��PD\�DOVRGUDZ� XSRQ� RXU� XQGHUVWDQGLQJ� WKDW� FRQWDLQHUV� VHUYH� DV� D� PHDQV� RI� SURWHFWLQJLWHPV�IURP�SRWHQWLDO�H[WHUQDOO\�RULJLQDWLQJ�KDUP��DV�ZKHQ�FXUUHQF\��MHZHOV��DQGRWKHU� YDOXDEOH� LWHPV� DUH� ORFNHG� LQ� VDIHV�� FRQWDLQHUV� SDU� H[FHOOHQFH��ZKLFK� DUHPHDQW�WR�DFW�DV�LPSHQHWUDEOH�EDUULHUV�LQ�RUGHU�WR�SURWHFW�WKHLU�FRQWHQWV�2XU�XQGHUVWDQGLQJ�RI�KXPDQ�LQWHQWLRQV�OHDGV�XV�WR�LQIHU�WKDW�D�SULPDU\�PRWL�YDWLRQ�IRU�SODFLQJ�LWHPV�LQ�D�VDIH�FRQWDLQHU�LV�EHFDXVH�WKRVH�LWHPV�DUH�SRVLWLYHO\YDOXHG��$FFRUGLQJO\�� LQ� WKLV� VHQVH��LQ GHVLJQDWHV� WKH� QRWLRQ�RI� DQ� HQWLW\� RU� DQDFWLYLW\� EHLQJ� YDOXHG� RU� MXGJHG� DV� SRVLWLYH� LQ� VRPH� ZD\�� 7KURXJK� SUDJPDWLFVWUHQJWKHQLQJ�� WKH� LPSOLFDWXUH� RI� YDOXH� DVVRFLDWHG� ZLWK�LQ KDV� JLYHQ� ULVH� WR� DFRQYHQWLRQDOLVHG�,Q�)DYRXU�6HQVH�
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FRPH�WR�EH�UHDQDO\VHG�VXFK�WKDW� LQ GHVLJQDWHV�WKH�QRWLRQ�RI�DQ�HQWLW\�EHLQJYDOXHG�RU�MXGJHG�DV�SRVLWLYH�LQ�VRPH�ZD\��&RQVLGHU�VRPH�H[DPSOHV�RI�WKLVVHQVH�
���� D� +H¶V�LQ��ZLWK�WKH�ERVV��E� 6KH¶V�SDUW�RI�WKH�LQ�FURZG�
,Q� WKHVH� H[DPSOHV�� LQ� FOHDUO\� GHQRWHV� UHODWLRQV� ZLWK� RWKHU� SHRSOH�� ZKLFKVHHP�FORVHO\�DVVRFLDWHG�ZLWK�EHLQJ�,Q�)DYRXU��+RZHYHU��WKLV�VHQVH�RI� LQ�LVQRW�OLPLWHG�WR�KXPDQ�UHODWLRQV�DV�HYLGHQFHG�E\�WKH�IROORZLQJ�
���� D� 7XUEDQV�DUH�LQ��WKLV�VHDVRQ��E� 7KDW¶V�WKH�LQ�MRNH�WKLV�ZHHN�
,Q�WKHVH�H[DPSOHV��LQ�KDV�WKH�LQWHUSUHWDWLRQ�RI�µIDYRXUDEOH¶�RU�µSULYLOHJHG¶�&OHDUO\�WKH�XVH�RI� LQ WR�GHVLJQDWH�D�IDYRXUDEOH�RU�SRVLWLYH�PHDQLQJ�HOH�PHQW� LV� GLVWLQFW� IURP� WKH� SUHYLRXV� VHQVHV� GLVFXVVHG��$V� HYLGHQFHG� LQ� WKHH[DPSOHV�LQ�������WKLV�VHQVH�LV�DSSDUHQW�LQ�FRQWH[WV�WKDW�QR�ORQJHU�UHODWH�WRWKH� RULJLQDO� FRQWH[W� RI� XVH�� L�H�� ZLWK� /0V� WKDW� FDQQRW� EH� FRQVWUXHG� DVERXQGHG��7KLV� VWURQJO\� VXSSRUWV� WKH� YLHZ� WKDW� WKLV� LV� D� GLVWLQFW� VHQVH� L Q�VWDQWLDWHG�LQ�VHPDQWLF�PHPRU\�
7KH�$UULYDO�6HQVH��������,Q�PDQ\�VSDWLDO�VFHQHV�LQ�ZKLFK�WKH�H[SHULHQFHULV�ORFDWHG�ZLWKLQ�D�ERXQGHG�/0��D�75�DW�RQH�SRLQW�ORFDWHG�RXWVLGH�WKH�/0XQGHUJRHV� ORFRPRWLRQ�VXFK� WKDW� LW�FRPHV� WR�EH� ORFDWHG�ZLWKLQ� WKH�/0��DVZKHQ�D�WUDLQ��IRU�LQVWDQFH��SXOOV�LQWR�D�WUDLQ�VWDWLRQ��)URP�WKH�SHUVSHFWLYH�RIDQ�H[SHULHQFHU�ORFDWHG�LQWHULRU�WR�WKH�/0�� WKH�75�LV�SHUFHLYHG�DV�PRYLQJFORVHU� WR� WKH� LQWHULRU� YDQWDJH� SRLQW�� 7KLV� JLYHV� ULVH� WR� DQ� LPSOLFDWXUH� RIDUULYDO��7KLV�QRWLRQ�RI�DUULYDO�KDV�EHFRPH�LQVWDQWLDWHG�LQ�VHPDQWLF�PHPRU\DV�D�GLVWLQFW�VHQVH��DV�HYLGHQFHG�E\�WKH�IROORZLQJ�
���� 7KH�WUDLQ�LV�ILQDOO\�LQ�
,Q�WKLV�VHQWHQFH��QRW�RQO\�LV�WKH�75�� WKH�WUDLQ��ZLWKLQ�WKH�ERXQGHG�/0��WKHWUDLQ�VWDWLRQ��EXW� LW� KDV� DUULYHG�� DV� DWWHVWHG�E\� WKH� IROORZLQJ�ZKLFK� UHSU H�VHQWV�D�FORVH�SDUDSKUDVH�
���� 7KH�WUDLQ�KDV�ILQDOO\�DUULYHG�
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0RUHRYHU�� WKLV� VHQVH� LV�DWWHVWHG� LQ�YHUE�SDUWLFOH�FRQVWUXFWLRQV�VXFK�DV� WKHIROORZLQJ�
���� +H�UHHOHG�WKH�ILVK�LQ�
,Q� WKLV� H[DPSOH�� WR� UHHO� WKH� ILVK� LQ UHIOHFWV� GUDZLQJ� WKH� ILVK� WRZDUGV� WKHDQJOHU� VXFK� WKDW� LW� FRPHV� WR� EH� SUR[LPDO� ZLWK� WKH� ILVKHUPDQ��:KLOH� WKHILVKHUPDQ�PD\� WKHQ� SODFH� WKH� ILVK� LQ� D� EXFNHW�� IRU� LQVWDQFH�� ZKLFK� LV� DERXQGHG�/0�� WKH�XVH� RI� LQ LQ� UHHO� LQ UHODWHV� WR� WKH� QRWLRQ� RI� FRPLQJ� WR�ZDUGV� DQG� WKXV� DUULYDO�� UDWKHU� WKDQ� VSHFLILFDOO\� GHVLJQDWLQJ� D� SDUWLFXODUERXQGHG� /0��$V� VXFK�� ZH� VXJJHVW� WKDW� H[DPSOHV� VXFK� DV� ����� DQG� ����UHODWH�WR�D�GLVWLQFW�PHDQLQJ�FRPSRQHQW�RI�DUULYDO�DVVRFLDWHG�ZLWK� LQ��7KLVPHDQLQJ� FRPSRQHQW� LV� DOVR� DSSDUHQW� LQ� VHQWHQFHV� VXFK� DV�� 6KHFORFNHG�SXQFKHG�LQ�DW�ZRUN�
������ 7KH�9DQWDJH�3RLQW�LV�([WHULRU &OXVWHU����
$QRWKHU�FRPPRQ�SRVLWLRQ�IURP�ZKLFK�ERXQGHG�/0V�DUH�YLHZHG�LV�RQH�LQZKLFK�WKH�H[SHULHQFHU��DQG�KHQFH�WKH�YDQWDJH�SRLQW��LV�ORFDWHG�H[WHULRU�WRWKH�/0��6SDWLDO�VFHQHV�RI�WKLV�NLQG�JLYH�ULVH�WR�D�QXPEHU�RI�GLVWLQFW�VHQVHVVXEVXPHG�XQGHU�ZKDW�ZH�ZLOO� WHUP�WKH�9DQWDJH�3RLQW�LV�([WHULRU�&OXVWHU�+HUH�ZH�ZLOO�EULHIO\�FRQVLGHU�ZKDW�ZH�WHUP�WKH�'LVDSSHDUDQFH�6HQVH�
7KH�'LVDSSHDUDQFH�6HQVH������� 7KH�QDWXUH�RI�PDQ\�SK\VLFDO�HQWLWLHV�ZLWKDQ�LQWHULRU�LV�WKDW�WKH\�DUH�PDGH�RI�RSDTXH�VXEVWDQFHV�DQG�WKXV�WKH�ERXQG�DU\�RI�WKH�/0�RIWHQ�REVWUXFWV�WKH�REVHUYHU¶V�YLHZ�RI�WKH�LQWHULRU�DQG�KHQFHWKH� FRQWHQWV�� &HUWDLQO\� PDQ\� RI� DQ� LQIDQW¶V� HDUOLHVW� H[SHULHQFHV� ZLWKERXQGHG�/0V�±�/0V�ZKLFK�SRVVHVV�LQWHULRUV�±�ZRXOG�EH�RI�QRW�EHLQJ�DEOHWR� VHH� WKH� FRQWHQWV� FRQWDLQHG� E\� VXFK�/0V�� )RRG� SXW� LQWR� D� FDUH�JLYHU¶VPRXWK�FDQQRW�EH�VHHQ��QHLWKHU�FDQ�WRHV�DQG�IHHW�SXW�LQWR�VRFNV��WR\V�SXW�LQWRFXSERDUGV��SHRSOH�PRYLQJ�WR�D�GLIIHUHQW�URRP��DQG�VR�IRUWK��,QWHUHVWLQJO\�QLQH�PRQWK�ROG�LQIDQWV�SHUIRUP�EHWWHU�RQ�REMHFW�KLGLQJ�WDVNV�ZKHQ�WKH�RF�FOXGHU� FRQVLVWV� RI� DQ� XSULJKW� DQG� KHQFH� SURWRW\SLFDO� FRQWDLQHU� �)UHHPDQ�/OR\G� DQG�6LQKD� ������/OR\G�� 6LQKD� DQG�)UHHPDQ� ������� )UHHPDQ� HW� DO�VXJJHVW� WKDW� WKLV� VXSHULRU� SHUIRUPDQFH�ZLWK� FRQWDLQHUV� DV� RFFOXGHUV� SUR�YLGHV�HYLGHQFH�WKDW�WKHVH� LQIDQWV�KDYH�HVWDEOLVKHG�D�FRQFHSW�RI�FRQWDLQHUVDV�SODFHV�ZKHUH�WKLQJV�GLVDSSHDU�DQG�UHDSSHDU�
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:H�VXJJHVW�WKDW�GXH�WR�WKH�WLJKW�FRUUHODWLRQ�EHWZHHQ�/0V�ZLWK�LQWHULRUVDQG�RFFOXVLRQ��LQ KDV�FRPH�WR�EH�UHDQDO\VHG�DV�KDYLQJ�D�GLVWLQFW�'LVDSSHD U�DQFH�6HQVH��DV�HYLGHQFHG�E\�WKH�H[DPSOHV�JLYHQ�EHORZ�

���� D� 7KH�ZLQH�TXLFNO\�VRDNHG�LQ�E� $QJHOD�UXEEHG�LQ�WKH�ORWLRQ�F� 7KH�VXQ�KDV�JRQH�LQ����7KH�VXQ�LV�LQ�
7KH� UHDVRQV� IRU� WKLQNLQJ� WKDW� H[DPSOHV� VXFK� DV� WKHVH� HYLGHQFH� D� GLVWLQFW'LVDSSHDUDQFH�6HQVH�DUH�DV� IROORZV��)LUVW�� D�PHDQLQJ�RI�GLVDSSHDUDQFH� LVQRW�HYLGHQW� LQ�DQ\�RI� WKH�RWKHU�VHQVHV�DVVRFLDWHG�ZLWK� LQ��6HFRQG�� WKH�H[�DPSOHV� LQ������DUH�FRQWH[W�LQGHSHQGHQW��7KDW� LV�� WKH\�FDQQRW�EH�SUHGLFWHGEDVHG�RQ�DQ\�RI�WKH�RWKHU�VHQVHV�IRU� LQ FRQVLGHUHG��$IWHU�DOO�� LQ����D�� WKHZLQH�LV�EHLQJ�DEVRUEHG�E\�ZKDW�DSSHDUV�WR�EH�D�VROLG�HOHPHQW�ZLWK�QR�GL V�FHUQDEOH�LQWHUQDO�VSDFHV��DW�OHDVW�WR�WKH�QDNHG�H\H���6LPLODUO\��ZKHQ�ZH�VD\LQ����E��WKDW�$QJHOD�UXEEHG�LQ�WKH�ORWLRQ��WKH�ORWLRQ�LV�QRW�HQWHULQJ�WKH�VNLQ�RQO\�WR�EH�IUHH�WR�OHDYH�DJDLQ��7KH�VNLQ�LV�QRW�EHLQJ�FRQFHLYHG�DV�DQ�HQWLW\ZLWK�LQWHULRU�VSDFH��5DWKHU�� LQ�DOO� WKHVH�H[DPSOHV�� WKH�FRUUHODWLRQ�EHWZHHQFRQWDLQPHQW� DQG� GLVDSSHDUDQFH�� IURP� WKH� SHUVSHFWLYH� RI� D� YDQWDJH� SRLQWH[WHULRU� WR� WKH� FRQWDLQHU�� LV� WKDW� LQ GHULYHV� D� 'LVDSSHDUDQFH� 6HQVH�ZKLFKFDQ� FRPH� WR� EH� XVHG� LQ� FRQWH[WV� XQUHODWHG� WR� WKH� RULJLQDO� FRQWH[W�ZKLFKPRWLYDWHG�WKLV�VHQVH�LQ�WKH�ILUVW�SODFH�0RUHRYHU��LW�LV�ZRUWK�SRLQWLQJ�RXW��DW�WKLV�SRLQW��WKDW�E\�DFNQRZOHGJLQJWKDW�VSDWLDO�VFHQHV�FDQ�EH�YLHZHG�IURP�GLIIHUHQW�YDQWDJH�SRLQWV��ZH�KDYH�DVWUDLJKWIRUZDUG� H[SODQDWLRQ� IRU� ZK\� LQ KDV� VHQVHV� ZKLFK� DUH� QHDU� RSSR�VLWHV��WKH�3HUFHSWXDO�$FFHVVLELOLW\�6HQVH�DQG�WKH�'LVDSSHDUDQFH�6HQVH�
������ 7KH�6HJPHQWDWLRQ�&OXVWHU����
$Q�LPSRUWDQW�DVSHFW�RI�ERXQGHG�/0V�LV�WKH�QRWLRQ�RI�D�ERXQGDU\��ZKLFK�LQSDUW�GLVWLQJXLVKHV�LQWHULRU�IURP�H[WHULRU��,Q�WKLV�FOXVWHU�RI�VHQVHV��WKH�QRWLRQRI� VHJPHQWDWLRQ� RU� ERXQGHGQHVV� LV� SULYLOHJHG��$� VDOLHQW� DVSHFW� RI� VSDWLDOVFHQHV�LQYROYLQJ�ERXQGHG�/0V�LV�WKDW�WKH\�VHUYH�WR�SDUWLWLRQ� WKH�HQYLUR Q�PHQW��SURYLGLQJ�D�SK\VLFDO�PHDQV�RI�VHSDUDWLRQ�DQG�GHOLPLWDWLRQ��&RQVLGHUWKH�IROORZLQJ�VHQWHQFH�
���� 7KH�IDUPHU�SXW�WKH�VHHG�LQ�D�VHDOHG�ER[�IRU�QH[W�\HDU�
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,Q�WKLV�VHQWHQFH��ZKLFK�LV�FRQVLVWHQW�ZLWK�WKH�SURWR�VFHQH�E\�YLUWXH�RI�EHLQJLQ�D�VHDOHG�ER[��WKH�VHHG�LV�SURWHFWHG�IURP�H[WHUQDO�IRUFHV�DQG�HIIHFWLYHO\VHSDUDWHG� IURP�RWKHU� VHHG�� ,Q�D� VHQWHQFH�VXFK�DV� ������ZKLFK� LV�DOVR�FRQ�VLVWHQW�ZLWK�WKH�SURWR�VFHQH�
���� 7KH�SULVRQHU�ZDV�ORFNHG�LQ�KLV�FHOO�IRU����KRXUV�D�GD\�
WKH� /0� DFWV� DV� D� FRQWDLQHU� VHUYLQJ� WR� UHVWULFW� WKH� SULVRQHU¶V�� WKH� 75¶V�PRYHPHQW� DQG�� KHQFH�� VHSDUDWHV� WKH� 75� IURP� RWKHU�PHPEHUV� RI� VRFLHW\�7KXV��DQ�LPSRUWDQW�DQG�IUHTXHQW�LQIHUHQFH�DVVRFLDWHG�ZLWK�WKH�SURWR�VFHQHRI�LQ�LQYROYHV�WKH�LQWHUSUHWDWLRQ�WKDW�ERXQGHG�/0V�HIIHFWLYHO\�SDUWLWLRQ�DQGVHJPHQW� WKDW�ZKLFK� LV� LQVLGH� IURP� WKDW�ZKLFK� LV� RXWVLGH��:H�ZLOO� VXUYH\WZR�VHQVHV�VXEVXPHG�XQGHU�WKLV�FOXVWHU��WKH�6KDSH�$V�%RXQGDU\�6HQVH�DQGWKH�%ORFNDJH�6HQVH�
7KH� 6KDSH� $V� %RXQGDU\� 6HQVH� ������� /DQJDFNHU� ������� QRWHG� WKDW� WKHVKDSH�RI�DQ�REMHFW�LV�DOPRVW�FHUWDLQO\�SDUW�RI�RXU�PHQWDO�UHSUHVHQWDWLRQ�RIWKDW�REMHFW��6LQFH�WKH�VKDSH�RI�D�ERXQGHG�/0�LV�QHFHVVDULO\�FORVHO\�UHODWHGWR�LWV�ERXQGDULHV��LW�LV�QRW�VXUSULVLQJ�WKDW�LQ�KDV�FRPH�WR�GHVLJQDWH�D�UHODWLRQLQ�ZKLFK�WKH�VKDSH�RI�WKH�/0�FRQVWLWXWHV�ERWK�WKH�HQWLW\�DQG�WKH�ERXQGDU\�,Q� WKH� 6KDSH�$V�%RXQGDU\� 6HQVH�� WKH�75� FRQVWLWXWHV� SDUW� RI� D� GHOLPLWHGFRQILJXUDWLRQ�IRUPLQJ�D�VKDSH��&RQVLGHU�WKH�IROORZLQJ�H[DPSOH�
���� 2N��FODVV��SXW�\RXU�FKDLUV�LQ�D�FLUFOH�
7KLV�XWWHUDQFH�LV�QRW�W\SLFDOO\�LQWHUSUHWHG�DV�D�FRPPDQG�WR�SODFH�WKH�FKDLUVLQVLGH�D�FLUFOH�GUDZQ�RQ�WKH�IORRU��5DWKHU��LWV�LQWHUSUHWDWLRQ�KDV�WR�GR�ZLWKDUUDQJLQJ�WKH�FKDLUV�VXFK�WKDW�WKH\�IRUP�D�FLUFOH�VKDSH��LQ�RWKHU�ZRUGV��WKHDUUDQJHPHQW�IRUPV�D�ERXQGDU\� WKDW�GHOLPLWV�D�FLUFOH��2WKHU�H[DPSOHV� WKDWHYLGHQFH�WKLV�VHQVH�LQFOXGH�WKH�IROORZLQJ�
���� D� ,I�ILUH�EUHDNV�RXW�JHW�LQ�VLQJOH�ILOH�EHIRUH�OHDYLQJ�E� &DQ�\RX�JHW�LQ�OLQH�
:H�VXJJHVW�WKDW�VLQFH�D�VDOLHQW�DVSHFW�RI�D�ERXQGHG�/0�LV�LWV�ERXQGDU\��WKHXVH�RI�LQ WR�UHODWH�D�75�DQG�D�ERXQGHG�/0�WKHUHE\�KLJKOLJKWV�D�VDOLHQW�D V�SHFW�RI�ERXQGHG�/0V��7KURXJK�SUDJPDWLF� VWUHQJWKHQLQJ� LQ KDV� GHULYHG� D6KDSH�$V�%RXQGDU\�6HQVH�
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7KH� %ORFNDJH� 6HQVH� ������ 2QH� FRQVHTXHQFH� RI� EHLQJ� ORFDWHG� ZLWKLQ� DERXQGHG�/0�LV�WKDW�WKH�ERXQGDU\�FDQ�VHUYH�WR�SUHYHQW�WKH�75�IURP�PRYLQJEH\RQG�WKH�/0��7KLV�VLWXDWLRQ�LV�HYLGHQW�LQ�WKH�IROORZLQJ�VHQWHQFHV�ZKLFKDSSHDU� WR� GHULYH� IURP� WKH� SURWR�VFHQH� EXW�ZKLFK� KDYH� WKH� LPSOLFDWLRQ� RIEORFNLQJ�WKH�PRYHPHQW�RI�WKH�75�RXW�RI�WKH�/0�
���� D� 2[\JHQ�PXVW�EH�KHOG�LQ�D�VHDOHG�FRQWDLQHU��WR�NHHS�LW�IURPHVFDSLQJ�LQWR�WKH�DLU��E� ,Q�VRPH�DQFLHQW�FXOWXUHV��OLYH�VODYHV�ZHUH�VHDOHG�LQ�WRPEV�ZLWKWKHLU�GHDG�PDVWHUV�
7KLV� QRWLRQ� RI� EORFNDJH� RU� FRQVWUDLQW� RQ�PRYHPHQW� KDV� EHFRPH� FRQYHQ�WLRQDOO\�DVVRFLDWHG�ZLWK�LQ��DV�HYLGHQFHG�E\�WKH�IROORZLQJ�
���� D� :KHQ�,�JRW�EDFN�WR�P\�FDU��VRPHRQH�KDG�ER[HG�EORFNHG�PH�LQ�E� ,Q�WKH�QRUWKHUQ�WHUULWRULHV�\RX�FDQ�JHW�VQRZHG�LQ�IRU�PRQWKV�
,Q�ERWK�RI�WKHVH�H[DPSOHV��UDWKHU�WKDQ�EHLQJ�FRQWDLQHG�E\�WKH�/0��DQ�HQ�WLW\¶V� PRYHPHQW� LV� REVWUXFWHG� RU� EORFNHG� LQ� VRPH� ZD\�� 7KLV� QRWLRQ� RIEORFNDJH� LV�GHQRWHG�E\� LQ�� ,Q� ���D��� WKH� VSHDNHU¶V� FDU� LV� WKH�75�ZKLFK� LVEORFNHG�IURP�PRYLQJ�E\�WKH�SODFHPHQW�RI�DQRWKHU�YHKLFOH��,Q����E���WKH�75LV�SHRSOH�ZKR�DUH�EORFNHG�IURP�PRYLQJ�EHFDXVH�RI�WKH�EDUULHU�FUHDWHG�E\WKH�VQRZ�,Q�DGGLWLRQ� WR� WKH�IRUHJRLQJ�� WKHUH�DOVR�DSSHDUV� WR�EH�D� VHFRQG� W\SH�RIH[SHULHQWLDO�FRUUHODWLRQ�ZKLFK�PD\�PRWLYDWH�WKH�%ORFNDJH�6HQVH��+HUH�WKHERXQGHG�/0�W\SLFDOO\�IDFLOLWDWHV�RU�LV�DVVRFLDWHG�ZLWK�SDVVDJH��,I�WKH�75�LVVXIILFLHQWO\�ODUJH�LW�PD\�ILOO�RU�REVWUXFW�WKH�/0�KHQFH�SUHYHQWLQJ�SDVVDJH�&RQVLGHU� WKH� IROORZLQJ� H[DPSOHV� ZKLFK� DUH� FRQVLVWHQW� ZLWK� WKH� SURWR�VFHQH�
���� D� :H�FRXOGQ¶W�PRYH�WKH�FDU�EHFDXVH�D�IDOOHQ�WUHH�ZDV�LQ�WKHGULYHZD\�E� 7KH�SRUWO\�JHQWOHPDQ�JRW�D�ILVKERQH�ORGJHG�LQ�KLV�WKURDW�
$V�QRWHG��LQ�WKHVH�H[DPSOHV�WKH�/0�LV�FRQFHSWXDOLVHG�DV�D�SDVVDJH��XVXDOO\D�UHODWLYHO\�HPSW\�VSDFH��ZKLFK�LV�EHLQJ�EORFNHG�E\�WKH�75��7KH�LPSOLFD�WXUH� RI� EORFNDJH� DSSDUHQW� KHUH� DSSHDUV� WR� KDYH� DOVR� FRQWULEXWHG� WR� WKH%ORFNDJH�6HQVH�DVVRFLDWHG�ZLWK� LQ��)RU�LQVWDQFH��WKLV�QRWLRQ�RI�EORFNDJH�LVLOOXVWUDWHG�LQ�WKH�IROORZLQJ�H[DPSOHV�
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���� D� 7KHUH¶V�D�EDG�DFFLGHQW LQ�WKH�URDGZD\�ZLWK�WUDIILF�EDFNHG�XS�WRWKH�:LOVRQ�%ULGJH�E� 7KH�URFN�LV�LQ�P\�ZD\�
,Q�WKHVH�VHQWHQFHV�WKHUH�LV�D�%ORFNDJH�PHDQLQJ�DVVRFLDWHG�ZLWK� LQ��7KDW�LV�LQ GRHV�QRW� UHODWH� WR�FRQWDLQPHQW�EXW� UDWKHU� WR�D�FRQVWUDLQW�RQ�PRYHPHQW�7KLV�LV�VWURQJO\�VXJJHVWLYH�WKDW�WKHUH�LV�D�GLVWLQFW�%ORFNDJH�6HQVH�FRQYHQ�WLRQDOO\�DVVRFLDWHG�ZLWK�LQ�
������ 5HIOH[LYLW\����
7KH� 5HIOH[LYH� 6HQVH� ������� ,Q� KHU� VWXG\� RI� YHUE� SDUWLFOH� FRQVWUXFWLRQV�93&V���/LQGQHU��������QRWLFHG�WKDW�VRPH�VSDWLDO�SDUWLFOHV�KDYH�D�UHIOH[LYHPHDQLQJ�HOHPHQW�DVVRFLDWHG�ZLWK�WKHP�� ,Q LV�VXFK�D�VSDWLDO�SDUWLFOH��$IWHUDOO�� LQ�PDQ\�HYHU\GD\� LQWHUDFWLRQV�ZLWK�ERXQGHG�/0V��VXFK�DV�FUXVKLQJ�DER[�RU�D�SODVWLF�FRIIHH�FXS��ZKHQ�WKH�VLGHV�RI�WKH�FRQWDLQHU�PRYH�LQZDUGVWKH\�HYHQWXDOO\�FRPH�WR�RFFXS\�ZKDW�ZRXOG�KDYH�RULJLQDOO\�EHHQ�WKH�LQW H�ULRU�VSDFH�DQG�WKH�SRVLWLRQ�FDQRQLFDOO\�RFFXSLHG�E\�WKH�75��&UXFLDOO\�WKHQ�LQ PHGLDWHV� D� VSDWLDO� UHODWLRQ� EHWZHHQ� WKH� VDPH� HQWLW\� DW� WZR� WHPSRUDOO\GLVFRQWLQXRXV�SRLQWV��&OHDUO\�� WKH�ERXQGDU\�RI�D�SDUWLFXODU�/0�FDQQRW� V L�PXOWDQHRXVO\�RFFXS\�WZR�GLIIHUHQW�ORFDWLRQV�DW�RQFH��<HW��LQ�WKH�5HIOH[LYH6HQVH�WKH�VDPH�HQWLW\�LV�FRQFHSWXDOLVHG�DV�FRQVWLWXWLQJ�WKH�75�DQG�WKH�FRY�HUW�/0��L�H��WKH�/0�LV�FRQWH[WXDOO\�XQGHUVWRRG�UDWKHU�WKDQ�EHLQJ�OLQJXLVW L�FDOO\�HQFRGHG���$V�ZLWK�RWKHU�VSDWLDO�5HIOH[LYH�6HQVHV��H�J���VHH�WKH�GLVFX V�VLRQ� RI� WKH�5HIOH[LYH� 6HQVH� IRU� RYHU LQ� 7\OHU� DQG�(YDQV� ������ H�J��� 7KHIHQFH� IHOO� RYHU��� WKLV� VHQVH� UHSUHVHQWV� D� VHTXHQFH� RI� HYHQWV� UDWKHU� WKDQ� DVLQJOH�HYHQW��7ZR�FRQVHTXHQFHV�RI�WKH�ERXQGDU\�RI�WKH�/0�PRYLQJ�LQZDUGDUH�WKDW�L��WKH�/0�ORVHV�LWV�RULJLQDO�VKDSH�DQG�LL��WKH�RULJLQDO�LQWHULRU�VSDFHQR�ORQJHU�H[LVWV�DV�LQWHULRU�VSDFH��1RW�VXUSULVLQJO\��WKH�5HIOH[LYH�6HQVH�LVRIWHQ� DVVRFLDWHG�ZLWK� FROODSVLQJ� DQG� GHVWUXFWLRQ� RI� WKH�/0� DQG� WKH� FRQ�WHQWV��&RQVLGHU�VRPH�LOOXVWUDWLYH�H[DPSOHV�RI�WKH�UHIOH[LYH�VHQVH�DVVRFLDWHGZLWK�LQ�
���� D� 7KH�ZDOOV�RI�WKH�VDQGFDVWOH�IHOO�LQ�E� 7KH�KRXVH�FDYHG�LQ�



9\Y\DQ�(YDQV�DQG�$QGUHD�7\OHU��
�� &RQFOXVLRQ
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