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,Q�9LWUR�)HUWLOL]DWLRQ��,9)���
,QVHPLQDWLRQ�DQG��
(JJ�'RQDWLRQ��
5DEEL�0RUGHFKDL�+DOSHULQ��0�'��

$SDUW� IURP� LQWHQVH� SXEOLF� LQWHUHVW� LQ� WKH� UDSLG� GHYHORSPHQWV�
RI� UHVHDUFK� DQG� WHFKQRORJ\� ZKLFK� KDYH� PDGH� SRVVLEOH� LQ�YLWUR�
IHUWLOL]DWLRQ� �,9)�� DQG� RYXP� GRQDWLRQ�� WKHVH� SURFHGXUHV� SRVH�
HWKLFDO�� OHJDO� DQG� KDODFKLF� SUREOHPV�� 3UDFWLFDO� TXHVWLRQV� LQ� WKHVH�
QHZ� ILHOGV� DUH� EHLQJ� SXW� WR� H[SHUWV� LQ� -HZLVK� ODZ�� ZKR�PXVW� ILQG�
DQVZHUV�RQ�WKH�EDVLV�RI�HVWDEOLVKHG�KDODFKLF�SULQFLSOHV���

,Q�WKLV�HVVD\�ZH�VKDOO�ORRN�LQWR�VRPH�KDODFKLF�SULQFLSOHV�ZKLFK�
UHVSRQG�WR�PRGHUQ�SUREOHPV�LQ�JHQHUDO��DQG�WR�,9)��LQVHPLQDWLRQ�
DQG�RYXP�GRQDWLRQ�LQ�SDUWLFXODU��

�
1RYHO�3URFHGXUHV�²�*HQHUDO�3ULQFLSOHV�

���7KH�´GHIDXOWµ��3URKLELWLRQ�RU�3HUPLVVLELOLW\"�
���:KR�GHFLGHV"�
���,VVXHV�ZLWKRXW�FOHDU�SUHFHGHQWV��
�

���7KH�´GHIDXOWµ��3URKLELWLRQ�RU�3HUPLVVLELOLW\"�
7KH�0LVKQD�� HPSKDVL]HV� WKDW� RQO\� SURKLELWLYH�� VWULFW� GHFLVLRQV�

UHTXLUH� MXULGLFDO� VXEVWDQWLDWLRQ� ZKLOH� SHUPLVVLELOLW\� RU� OHQLHQF\�
QHHGV� QR� VXSSRUWLYH� SUHFHGHQW�� 7KH� DEVHQFH� RI� D� SURKLELWLYH�
VXEVWDQWLDWLRQ� LV� WR� EH� HTXDWHG� ZLWK� KDODFKLF� SHUPLVVLELOLW\��� 7KLV�
LPSOLHV� WKDW� DQ\� WHFKQRORJLFDO� LQQRYDWLRQ� LV� SHUPLVVLEOH� XQOHVV�
WKHUH�LV�D�KDODFKLF�UHDVRQ�IRU�SURKLELWLQJ�LW��,I�LQ�WKH�EURDG�UDQJH�RI�
KDODFKLF� VRXUFHV� QR� UHDVRQ� LV� IRXQG� IRU� WKHLU� SURKLELWLRQ�� -HZLVK�
ODZ�SHUPLWV�WKH�XVH�RI�VXFK�WHFKQRORJLHV���

������������
��� 3UHVHQWHG� DW� WKH� ,QWHUQDWLRQDO� &RQJUHVV� RQ� 0HGLFLQH� (WKLFV� 	� -HZLVK� /DZ��

&RSHQKDJHQ�'HQPDUN��-DQXDU\�������
���<DGD\LP������
���5DEEL�(��:DVVHUPDQQ��.RYHW]�+H·DURW�<HYDPRW���E��VHFW�������������



����,Q�9LWUR�)HUWLOL]DWLRQ��,9)���,QVHPLQDWLRQ�DQG�(JJ�'RQDWLRQ�

:H� PD\� WKHUHIRUH� FRQFOXGH�� 7KH� DEVHQFH� RI� D� SURKLELWLYH�
VXEVWDQWLDWLRQ�LV�WR�EH�HTXDWHG�ZLWK�KDODFKLF�SHUPLVVLELOLW\��
�
���:KR�'HFLGHV"�

,Q�RUGHU�WR�EH�VXUH�WKDW�WKHUH�LV�QR�KDODFKLF�SURKLELWLRQ�DJDLQVW�
D� QHZ� SURFHGXUH�� DQ� DFFHSWHG� KDODFKLF� DXWKRULW\� PXVW� EH� FRQ��
VXOWHG��-HZLVK�ODZ�GLIIHUHQWLDWHV�EHWZHHQ�WKH�DXWKRULW\�WR�DEURJDWH�
D�WHPSRUDU\�SURKLELWLRQ�DQG�WKH�DXWKRULW\�WR�GHWHUPLQH�SHUPDQHQW�
SHUPLVVLELOLW\�� )DFHG� ZLWK� XQFHUWDLQW\� RU� LQVXIILFLHQW� LQIRUPDWLRQ��
RQH� LV� HQWLWOHG� WR� EH� VWULFW� ZLWK� RQHVHOI�� QR� VSHFLDO� DXWKRULW\� LV�
QHHGHG� IRU� SURKLELWLRQ� E\� WKH� LQGLYLGXDO�� 2Q� WKH� RWKHU� KDQG�� LQ�
RUGHU� WR� HVWDEOLVK� SHUPLVVLELOLW\�� WKHUH� PXVW� EH� XQHTXLYRFDO�
LQIRUPDWLRQ��� :KHQ� WKHUH� LV� QR� FOHDU� SUHFHGHQW� LQ� KDODFKD� WR�
GHFLGH� WKH� LVVXH� DW� KDQG�� RQH� PXVW� EH� WKRURXJKO\� YHUVHG� LQ� DOO�
KDODFKLF� VRXUFHV� EHIRUH� GHILQLWHO\� FRQILUPLQJ� WKDW� QR� KDODFKLF�
UHDVRQ�IRU�SURKLELWLRQ�H[LVWV��

:H� PD\� WKHUHIRUH� FRQFOXGH�� $Q� DFFHSWHG� KDODFKLF� DXWKRULW\�
PXVW�EH�FRQVXOWHG��

�
���,VVXHV�ZLWKRXW�&OHDU�3UHFHGHQWV�

6WHS�,��$Q�DWWHPSW�LV�PDGH�WR�ILQG�UHODWHG�SUHFHGHQWV�LQ�
KDODFKLF�OLWHUDWXUH��

�$�SRVVLEOH�UHVXOW��QR�SUHFHGHQW��
6WHS�,,��+DODFKLF�VWXG\�RI�FRQFHSWXDOO\�FRQQHFWHG�UXOLQJV��

$� SRVVLEOH� UHVXOW�� GLIIHUHQFHV� RI� RSLQLRQ� DPRQJ� WKH� DFFHSWHG�
DXWKRULWLHV���

,I� WKHUH� DUH� QR� UHODWHG� SUHFHGHQWV�� KDODFKLF� VWXG\� LV�PDGH� RI�
FRQFHSWXDOO\�FRQQHFWHG�UXOLQJV�� ,Q�H[DPLQLQJ�WKHVH��ZH�DWWHPSW�WR�
LQIHU� WKH� UHDVRQV� XSRQ�ZKLFK� WKH\�DUH�EDVHG�� ,I� WKHVH� UHDVRQV�DUH�
FRQILUPHG��RU�DW� OHDVW�QRW�FRQWUDGLFWHG��E\�RWKHU�KDODFKLF�VRXUFHV��
WKH\� FRXOG� EH� DFFHSWHG� IRU� GUDZLQJ� FRQFOXVLRQV� UHJDUGLQJ� QHZ�
LVVXHV� XQGHU� FRQVLGHUDWLRQ�� %HFDXVH� RI� WKH� YDVW� UDQJH� RI� KDODFKLF�
PDWHULDO�� WKHUH� RIWHQ� DULVHV� GLIIHUHQFHV� RI� RSLQLRQ� DPRQJ� WKH�
DFFHSWHG�DXWKRULWLHV�� WKRXJK�WKHVH�GLIIHUHQFHV�DUH�XVXDOO\�RI�VKRUW�
GXUDWLRQ�� &RQVHQVXV� LV� ILQDOO\� DFKLHYHG� DQG� DQ� XQHTXLYRFDO�
GHFLVLRQ�LV�UHDFKHG��

6WHS�,,,��8VLQJ�VSHFLDO�KDODFKLF�UXOLQJV�IRU�FRQWURYHUVLDO�LVVXHV��
������������
���5DVKL��%HLW]D��E��



)HUWLOLW\��,QIHUWLOLW\�	�$ERUWLRQ�����

7KHUH�DUH�ZHOO�NQRZQ�KDODFKLF�UXOHV�IRU�GHFLGLQJ�FRQWURYHUVLDO�
LVVXHV�� ,I�� IRU� H[DPSOH�� WKHUH� LV� D� GRXEW� LQ� D�PDWWHU� SURKLELWHG� E\�
WKH� 7RUDK� ��´££²���� ²� '·RUD\WD��� WKH� UXOLQJ� LV� SURKLELWLYH�� LI� WKH�
GRXEW� LV� UHODWHG� WR� D� UDEELQLFDO� UXOLQJ� �©ª�²�� ²�'·UDEEDQDQ��� WKH�
GHFLVLRQ�LV�XVXDOO\�SHUPLVVLYH���

�
$VVLVWHG�5HSURGXFWLRQ�²�6SHFLILF�3ULQFLSOHV�

7KHUH� DUH� WKUHH� EDVLF� SULQFLSOHV� ZKLFK�� ZLWK� FHUWDLQ� UHVWULF��
WLRQV��IDYRU�WKH�SHUPLVVLELOLW\�RI�IHUWLOLW\�LQFUHDVLQJ�PDQLSXODWLRQ��
���7KH�FRPPDQGPHQW�´%H�IUXLWIXO�DQG�PXOWLSO\�µ�
��� 7KH� PLW]YDK� RI� ORYLQJ� NLQGQHVV� �§£�«¡� ´�¦£¨�� ²� *·PLOXWK�

KDVVDGLP���
���)DPLO\�LQWHJULW\�

�
���7KH�&RPPDQGPHQW�´%H�IUXLWIXO�DQG�PXOWLSO\µ����²���²®�²�3·UX�

XUYX��
7KLV� FRPPDQGPHQW�� WKH� ILUVW� LQ� WKH� 7RUDK�� LV� EDVHG� RQ� WKH�

YHUVH�� ´%H� IUXLWIXO� DQG� PXOWLSO\� DQG� UHSOHQLVK� WKH� HDUWK�µ�� ,Q�
KDODFKLF�OLWHUDWXUH�WKH�IXOILOOPHQW�RI�WKH�FRPPDQG�LV�FRQVLGHUHG�RI�
JUHDWHVW�LPSRUWDQFH��EHFDXVH�WKH�IXOILOOPHQW�RI�DOO�RWKHU�FRPPDQG��
PHQWV� GHSHQGV� RQ� LW��2QH� RI� WKH� UHDVRQV� EHKLQG� LW� LV� ´*RG·V�ZLOO�
WKDW� WKH�ZRUOG�EH�SRSXODWHG�µ�DV�,VDLDK�VDLG��´+H�GLG�QRW�FUHDWH� LW�
DV�D�ZDVWH��EXW�IRUPHG�LW�IRU�KDELWDWLRQ�µ��

'HVSLWH� WKH� LPSRUWDQFH� RI� WKLV� FRPPDQGPHQW�� KDODFKD� GRHV�
QRW� SHUPLW� LQGLVFULPLQDWH� PXOWLSOLFDWLRQ� RI� JHQHWLF� RIIVSULQJ� WR�
HQKDQFH� WKH� ELRORJLFDO� HIILFLHQF\� RI� QDWXUDO� LQFUHDVH�� 2Q� WKH�
FRQWUDU\��D�V\VWHP�RI�ODZV�DQG�PDULWDO�UHVWULFWLRQV��ODZV�RI�LQFHVW���
OLPLWLQJ� VH[XDO� DFWLYLW\� WR� D� FORVHG� IDPLO\� IUDPHZRUN� HPSKDVL]HV�
QRW�RQO\�WKH�GLVVHPLQDWLRQ�RI�ELRORJLFDO�JHQHV��EXW�DOVR�WKH�HTXDOO\�
LPSRUWDQW� WUDQVPLVVLRQ� RI� FXOWXUDO� DQG� PRUDO� WUDGLWLRQV��� IURP�
JHQHUDWLRQ�WR�JHQHUDWLRQ����
������������
���7DOPXG�%DYOL�%HLW]D��E��
���*HQHVLV������
���6HIHU�+DFKLQQXFK��0LW]YDK����7RVDIRW��%DYD�%DWUD���D��
���,VDLDK�������
���/HYLWLFXV���������
���� *HQHVLV� �������'HXWHURQRP\� ����� ������� 7KLV� SULQFLSOH� LV� UHSHDWHG� PDQ\� WLPHV� LQ�

ELEOLFDO�DQG�KDODFKLF�OLWHUDWXUH��
����&RPSDUH�-XOLDQ�+X[OH\��(YROXWLRQ�LQ�$FWLRQ��1HZ�<RUN��+DUSHU�	�%URWKHUV���������

S�������



����,Q�9LWUR�)HUWLOL]DWLRQ��,9)���,QVHPLQDWLRQ�DQG�(JJ�'RQDWLRQ�

7KXV� DQ\� LQFUHDVH� LQ� IHUWLOLW\� LV� HYDOXDWHG� QRW� RQO\� E\� LWV�
FDSDFLW\�WR�LQFUHDVH�WKH�QXPEHU�RI�RIIVSULQJ��EXW�DOVR�E\�WKH�HIIHFW�
LW�PD\� KDYH� RQ� WKH� FRQWLQXHG� H[LVWHQFH� DQG� DGHTXDWH� IXQFWLRQLQJ�
RI�WKH�IDPLO\�QXFOHXV�WKDW�KDQGV�GRZQ�FXOWXUDO�FRQWHQW�WR�IROORZLQJ�
JHQHUDWLRQV��

�
���7KH�&RPPDQGPHQW�RI�&KDULW\��*·PLOXW�KDVDGLP��

,Q� WKH� FDVHV� RI� SHUVRQDO� VXIIHULQJ� ZH� DUH� GXW\� ERXQG� WR�
SUDFWLFH� WKH� PLW]YDK� RI� *·PLOXW� KDVDGLP� ZKLFK� RULJLQDWHV� LQ� WKH�
YHUVH� ´/RYH� WK\� QHLJKERU� DV� WK\VHOI�µ���$FFRUGLQJO\�� RQH�PXVW�XVH�
RQH·V� SRVVHVVLRQV���� SK\VLFDO� VWUHQJWK��� DQG� WDOHQWV��� LQ� RUGHU� WR�
OHVVHQ�WKH�VXIIHULQJ�RI�RQH·V�IHOORZ�PDQ��

2EYLRXVO\�� D� FKLOGOHVV� FRXSOH� LV�ZLWKLQ� WKLV� FDWHJRU\�DQG� WKHUH�
H[LVWV�D�FOHDU�REOLJDWLRQ�WR�DVVLVW�WKHP�LQ�HYHU\�SHUPLVVLEOH�ZD\��DV�
ORQJ�DV�QR�RQH�HOVH�LV�WKHUHE\�KDUPHG����7KHUHIRUH��LI�PDQLSXODWLRQ�
RI� IHUWLOLW\�EULQJV� LQWR� WKH�ZRUOG�RIIVSULQJ�ZKLFK�PD\�EH� OHJDOO\�RU�
RWKHUZLVH� VHULRXVO\� KDQGLFDSSHG�� VXFK� IRUHVHHDEOH� KDUP� DQG�
VXIIHULQJ� RI� WKH� SURJHQ\� VWDQGV� LQ� FRQWUDGLFWLRQ� WR� WKH� *·PLOXW�
KDVDGLP�WKDW�PD\�EH�UHOHYDQW�WR�WKH�SDUHQWV��

�
���)DPLO\�,QWHJULW\�

'RPHVWLF� SHDFH� DQG� WKH� LQWHJULW\� RI� WKH� IDPLO\� DUH� H[WUHPHO\�
LPSRUWDQW� LQ� -HZLVK� ODZ�� ,Q� RUGHU� WR� UHVWRUH� JRRG� UHODWLRQV� DQG�
PXWXDO� WUXVW� LQ� WKH�HYHQW�RI� VHULRXV�PDULWDO�GLIILFXOWLHV�� WKH�7RUDK�
VRPHWLPHV�SHUPLWV�WKH�DFWXDO�HUDVXUH�RI�WKH�KRO\�QDPH�RI�*RG����

7KLV� PD\� WLS� WKH� VFDOHV� LQ� IDYRU� RI� OHQLHQF\��� ZKHQ� WKHUH� LV�
KDODFKLF�XQFHUWDLQW\�FRQVWLWXWLQJ�D�UHDO�REVWDFOH�WR�SHUPLVVLELOLW\�����

�
6RPH�+DODFKLF�3ULQFLSOHV�&RQFHUQLQJ�,9)�3URFHGXUHV�

,Q� WKH� OLJKW� RI� WKH� WKUHH�SULQFLSOHV� HODERUDWHG� LQ� WKH�SUHYLRXV�
VHFWLRQ�ZH�VKDOO�H[DPLQH�KDODFKLF�DWWLWXGHV�WRZDUGV��
������������
����/HYLWLFXV�������
����/HYLWLFXV��������'HXWHURQRP\����������
����7DOPXG�%DYOL��6XNNDK���E��
����5DEEHQX�<RQDK�*LURQGL��6KD·DUH�7·VKXYDK�������
����+LOOHO� WKH�)LUVW� LQ�7DOPXG� %DYOL��6KDEEDW� ��D�� ´:KDW� LV� DEKRUUHQW� WR� \RX�� GR�QRW�

XQWR�RWKHUV�µ�
����7DOPXG�%DYOL��+XOOLQ����D�DFFRUGLQJ�WR�1XPEHUV�������
����5DEEL�2YDGLDK�<RVHI��5HVSRQVD�<DEELD�2PHU�������FI��QRWH������
����5DEEL�$��1HEHQ]DKO��$VVLD������������S����



)HUWLOLW\��,QIHUWLOLW\�	�$ERUWLRQ�����

���,9)�DV�D�VROXWLRQ�WR�WKH�SUREOHP�RI�LQIHUWLOLW\�LQ�ODZIXOO\�ZHGGHG�
FRXSOHV��

��� ,9)�ZLWK� VSHUP�GRQDWHG�E\� D� WKLUG�SDUW\� WR� D�PDUULHG�ZRPDQ��
�,9)�'V��

���,9)�ZLWK�DQ�RRF\WH�GRQDWHG�IURP�D�WKLUG�SDUW\�GRQRU��,9)�'R���
�

���,9)�IRU�/DZIXOO\�:HGGHG�&RXSOHV�
-HZLVK� ODZ�GHDOV�ZLWK�ERWK� WKH�SHUPLVVLELOLW\�RI� WKH�SURFHGXUH�

LWVHOI�DQG�WKH�OHJDO�VWDWXV�RI�WKH�,9)�RIIVSULQJ��$OWKRXJK�WKHVH�DUH�
VHSDUDWH�LVVXHV��WKHUH�LV�D�FORVH�FRQQHFWLRQ�EHWZHHQ�WKH�OHJDO�VWDWXV�
RI� WKH� RIIVSULQJ� DQG� WKH� DWWLWXGH� WRZDUGV� WKH� SURFHGXUH� DV� VXFK��
$UWLILFLDO� LQVHPLQDWLRQ�XVLQJ�WKH�KXVEDQG·V�VHPHQ��$,+���DQ�LVVXH�
ZKLFK�KDV�EHHQ�GHDOW�ZLWK�DW�OHQJWK�LQ�UHFHQW�UHVSRQVD�OLWHUDWXUH����
LV�DOVR�UHOHYDQW�WR�WKLV�GLVFXVVLRQ��

,V� D� FKLOG� ERUQ� DV� D� UHVXOW� RI� WHFKQLFDO�PDQLSXODWLRQ� �ZLWKRXW�
QRUPDO� VH[XDO� UHODWLRQV�� UHFRJQL]HG� E\� -HZLVK� ODZ� DV� WKH� FKLOG� RI�
KLV� ELRORJLFDO� SDUHQWV"� 7KLV� TXHVWLRQ� LV� LPSRUWDQW� LQ� PDQ\� OHJDO�
V\VWHPV�� EHFDXVH� JHQHWLF� NLQVKLS� DQG� OHJDO� NLQVKLS� GR� QRW� DOZD\V�
FRUUHVSRQG��

$OWKRXJK� H[SHUWV� LQ� -HZLVK� ODZ� DUH� GLYLGHG� LQ� WKHLU� DWWLWXGH�
WRZDUG�WKH�SDWHUQLW\�RI�RIIVSULQJ�UHVXOWLQJ�IURP�$,+��WKH�PDMRULW\�
ZRXOG�FRQFHGH�OHJDO�SDWHUQLW\�WR�WKH�ELRORJLFDO�IDWKHU����

1HYHUWKHOHVV��HYHQ�DPRQJ�WKRVH�ZKR�UHFRJQL]H�WKH�SDWHUQLW\�RI�
$,+�RIIVSULQJ��WKHUH�DUH�VRPH�ZKR�UHMHFW�WKLV�OHJDO�UHODWLRQVKLS�LQ�
WKH�FDVH�RI�DQ�,9)�RIIVSULQJ����7KH�ODFN�RI�UHFRJQL]HG�SDWHUQLW\�QRW�
RQO\� DIIHFWV� ODZV� RI� LQKHULWDQFH�� OLQHDJH�� DQG� VXSSRUW�� EXW� DOVR�
EHDUV� GLUHFWO\� RQ� WKH� JHQHWLF� IDWKHU·V� IXOILOOLQJ� WKH� FRPPDQGPHQW�
WR� EH� ´IUXLWIXO� DQG�PXOWLSO\�µ�1RQFRPSOLDQFH�ZLWK� WKLV� FRPPDQG��
PHQW�QXOOLILHV�RQH�RI�WKH�LPSRUWDQW�SULQFLSOHV�ZKLFK�IDYRU�,9)��)RU�
WKLV� UHDVRQ� 5DEEL� (�� :DOGHQEHUJ� WRWDOO\� IRUELGV� ,9)�� WKRXJK� KH�
DSSURYHV�$,+�XQGHU�FHUWDLQ�FRQGLWLRQV��

2Q� WKH� RWKHU� KDQG�� 5DEEL� 2YDGLDK� <RVHI�� DV� ZHOO� DV� WKH�
PDMRULW\�RI� -HZLVK�H[SHUWV��GR�SHUPLW� ,9)�ZKHQ� WKHUH� LV�QR�RWKHU�

������������
���� $�� 6WHLQEHUJ�� ´$UWLILFLDO� ,QVHPLQDWLRQ� LQ� WKH� /LJKW� RI� +DODFKDµ� 6HIHU� $VVLD� ��

�-HUXVDOHP��6FKOHVLQJHU�,QVWLWXWH���������SS�����������
����6WHLQEHUJ��FI��QRWH����DERYH���QRWHV����DQG�����
���� 5DEEL� (�� :DOGHQEHUJ�� ´,Q�9LWUR� )HUWLOL]DWLRQ�� D� 0HGLFDO�+DODFKLF� 'LVFXVVLRQ�µ�

$VVLD������������SS��������



����,Q�9LWUR�)HUWLOL]DWLRQ��,9)���,QVHPLQDWLRQ�DQG�(JJ�'RQDWLRQ�

ZD\�RI� IXOILOOLQJ� WKH�FRPPDQGPHQW� WR�EH�´IUXLWIXO�DQG�PXOWLSO\�µ���
7KH� ODWH� 5DEEL� 6KORPR� *RUHQ� DJUHHV� ZLWK� WKLV� VWDWHPHQW� LQ� DQ�
XQSXEOLVKHG� OHWWHU��� DV� ZHOO� DV� LQ� D� SXEOLVKHG� HVVD\���� DQG� 5DEEL�
$YLJGRU�1HEHQ]DKO�LV�RI�D�VLPLODU�RSLQLRQ��'RPHVWLF�KDSSLQHVV�DQG�
LQWHJULW\� RI� WKH� IDPLO\� ZHUH� ZHLJKW\� IDFWRUV� LQ� IDYRU� RI� WKLV�
SURFHGXUH��

�
7KH�3UREOHP�RI�WKH�5HOLDELOLW\�RI�WKH�0HGLFDO�(VWDEOLVKPHQW�

(YHQ�WKRVH�ZKR�VDQFWLRQ�,9)�+��KXVEDQG��VWUHVV�WKH�SUREOHP�
RI� WKH� WUXVWZRUWKLQHVV� RI� WKH� PHGLFDO� HVWDEOLVKPHQW�� %DVLQJ�
WKHPVHOYHV� RQ� WKHLU� RZQ� H[SHULHQFH�� VRPH� FODLP� WKDW� WKH�PHGLFDO�
HVWDEOLVKPHQW� LV� QRW� WR� EH� WUXVWHG�� DQG� WKDW� WKH� PRUH� ,9)�+� LV�
SHUIRUPHG��WKH�JUHDWHU�WKH�OLNHOLKRRG�RI�,9)�'��IRUHLJQ�GRQRU���DV�
ZDV�WKH�FDVH�LQ�DUWLILFLDO�LQVHPLQDWLRQ��ZKLFK�EHJDQ�DV�$,+�DQG�OHG�
WR�$,'��2QH� RI� WKH�PRVW� RXWVSRNHQ� DXWKRULWLHV� RQ� WKLV� VXEMHFW� LV�
5DEEL�(OLH]HU�<HKXGD�:DOGHQEHUJ���ZKR�LV�WRGD\�KHOG�WR�EH�RQH�RI�
WKH�OHDGLQJ�KDODFKLF�H[SHUWV�RQ�LVVXHV�RI�PRGHUQ�PHGLFLQH��

�
���,9)�XVLQJ�6SHUP�'RQRU��,9)�'V��

,Q�UHFHQW�\HDUV�PDQ\�OHQJWK\�GLVFXVVLRQV�KDYH�EHHQ�GHYRWHG�WR�
WKH� HWKLFDO� DQG� OHJDO� DVSHFWV� UHODWHG� WR�$,'� IRU� FKLOGOHVV� FRXSOHV��
7KH�GLVFXVVLRQV�IRFXV�RQ�WZR�LVVXHV��

,��,V�$,'�KDODFKLFDOO\�SHUPLVVLEOH��RU�LV�LW�DGXOWHU\"�
,,��:KDW�LV�WKH�VWDWXV�RI�$,'�RIIVSULQJ"�
�
$OO�KDODFKLF�H[SHUWV�DJUHH�WKDW�DUWLILFLDO�LQVHPLQDWLRQ�XVLQJ�WKH�

VHPHQ�RI�D�-HZLVK�GRQRU��RWKHU�WKDQ�WKH�ZRPDQ·V�KXVEDQG��LV�IRU��
ELGGHQ�� LW� LV� RQO\� WKH� VHYHULW\�RI� WKH�SURKLELWLRQ�ZKLFK� LV�GHEDWHG��
6RPH� KROG� WKDW� $,'� FRQVWLWXWHV� DGXOWHU\� DQG� LV� WKXV� VWULFWO\�
IRUELGGHQ� E\� WKH� 7RUDK���� 0RVW� H[SHUWV�� KRZHYHU�� KROG� WKDW� WKH�
������������
����8QSXEOLVKHG� UHVSRQVXP��3DUWV� RI� WKLV� UHVSRQVXP�DUH� FLWHG� LQ�0��'URUL�� ´*HQHWLF�

(QJLQHHULQJ� ²� 3UHOLPLQDU\� 'LVFXVVLRQ� RI� ,WV� /HJDO� DQG� +DODFKLF� $VSHFWV�µ�
7HFKXPLP� �� �������� S�� ����� WKH�KDODFKLF� FRQFOXVLRQ�ZDV�SXEOLVKHG� LQ�$EUDKDP�6��
$EUDKDP��/HY�$YUDKDP����UG�HG���-HUXVDOHP���������FKDSWHU�����VHFWLRQ�&��QRWH����

���� 5DEEL� 6KORPR� *RUHQ�� LQ� DQ� XQSXEOLVKHG� UHVSRQVH� WR� 6�� 0DVKLDK� GDWHG� ��WK�
1RYHPEHU����������+D�7VRIH��$GDU�$�����������

����+D�7VRIH��$GDU�$�����������
����:DOGHQEHUJ��FI��QRWH����DERYH���S����
����5DEEL�<��/��=LUHOVRQ��5HVSRQVD�0D·DUFKH�/HY��(YHQ�+D·H]HU�����.LVKLQHY���������S��

����� )XUWKHU� VRXUFHV� LQ� 6WHLQEHUJ� �FI�� QRWH� ��� DERYH��� QRWH� ��� DQG�7]LW]� (OL·H]HU�
�������
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SURKLELWLRQ�LV�EDVHG�SULPDULO\�RQ�OHJDO�UDPLILFDWLRQV�UHODWLQJ�WR�WKH�
ELUWK�RI�DQ�$,'�RIIVSULQJ��ZKHQ�WKH�JHQHWLF�IDWKHU�LV�XQNQRZQ��

6RPH�DXWKRULWLHV�ZRXOG�SHUPLW�$,'�LI�WKH�GRQRU�LV�QRW�DQRQ\��
PRXV� RU� ZKHUH� KH� LV� D� JHQWLOH�� WKHUHE\� HOLPLQDWLQJ� VRPH� RI� WKH�
PRVW� LPSRUWDQW� OHJDO�FRPSOLFDWLRQV�FRQFHUQLQJ�WKH�SHUVRQDO�VWDWXV�
RI�WKH�RIIVSULQJ���,���

7KH� SHUVRQDO� VWDWXV� RI� WKH� $,'� RIIVSULQJ� SUHVHQWV� D� VHULRXV�
SUREOHP�� HYHQ� IRU� WKH� PDMRULW\� ZKR� KROG� WKDW� $,'� GRHV� QRW�
FRQVWLWXWH�DGXOWHU\�DQG�WKDW�WKH�GHEDWDEOH�LVVXH�LV�ZKHWKHU�WKH�$,'�
RIIVSULQJ� LV� D�PDP]HU� �² ¨¨�� DFFRUGLQJ� WR� WKH� FULWHULD� RI� -HZLVK�
ODZ��

-HZLVK� ODZ� VHYHUHO\� UHVWULFWV� WKH� SURVSHFWV� RI� PDUULDJH� RI� D�
PDP]HU���� 7KLV� LV� D� VHULRXV� IXQFWLRQDO� KDQGLFDS� IURP� VRFLDO� DQG�
MXGLFLDO�SRLQWV�RI�YLHZ��$W� WKH� URRW�RI� WKLV�GHEDWH� LV� WKH�GHWHUPLQ��
DWLRQ� RI� ZKLFK� RI� WKH� IROORZLQJ� WZR� IDFWRUV� FUHDWHG� WKH� PDP]HU�
VWDWXV�UHIHUUHG�WR�LQ�WKH�7RUDK����
���7KH� DFW� RI�SURKLELWHG� LQWHUFRXUVH� WKDW� OHDGV� WR� WKH� ELUWK� RI� WKH�

FKLOG����
���7KH�ELUWK�RI�D�FKLOG�VLUHG�E\�D�JHQHWLF�IDWKHU�ZKR�LV�RWKHU�WKDQ�

WKH� PRWKHU·V� KXVEDQG���� VR� WKDW� WKH� FKLOG� LV� D� SURGXFW� RI� D�
SURKLELWHG���JHQHWLF�XQLRQ��
�
$FFRUGLQJ� WR� WKH� ILUVW� SURSRVLWLRQ�� WKH�$,'�RIIVSULQJ� LV�QRW� D�

PDP]HU� LI� WKHUH�ZDV� QR� DFW� RI�SURKLELWHG� LQWHUFRXUVH��ZKLOH� RQ� WKH�
EDVLV� RI� WKH� VHFRQG� SURSRVLWLRQ� WKH� $,'� RIIVSULQJ� LV� D�PDP]HU��
7KLV� KDODFKLF� GLVSXWH� FUHDWHV� D� VLWXDWLRQ� RI� ´GRXEWIXO�PDP]HU�µ���
+HQFH�WKH�DFFHSWHG�KDODFKLF�SURKLELWLRQ�RI�$,'�LQ�,VUDHO���

&RPSDUHG�ZLWK�WKH�FRPSOH[� OHJDO�VWDWXV�RI�$,'�RIIVSULQJ��WKH�
,9)�RIIVSULQJ�LV�LQ�D�EHWWHU�SRVLWLRQ��7KH�UHDVRQ�IRU�WKLV�LV�WKH�FOHDU�
GLVWLQFWLRQ�EHWZHHQ�GRQRU�VSHUP�EHLQJ�LQMHFWHG�LQWR�WKH�XWHUXV�DQG�
DQ� HPEU\R� EHLQJ� LPSODQWHG� WKHUH� �,9)�'��� 6RPH� KDODFKLVWV� KROG�
������������
���� 5DEEL� 6KORPR� =�� $XHUEDFK�� ´$UWLILFLDO� ,QVHPLQDWLRQ�µ�1RDP� ��� �������� SS�� ����

�����
����5��0��)HLQVWHLQ��5HVSRQVD�,JJHURW�0RVKH��(YHQ�+D·H]HU�������SS����������
����0LVKQD�.LGGXVKLQ��������
����'HXWHURQRP\������
����6WHLQEHUJ��FI��QRWH����DERYH���QRWH�����
����6HH�0LVKQD�.LGGXVKLQ�������
����$FFRUGLQJ� WR� WKH�7DOPXG�WKH�+HEUHZ�WHUP�PDP]HU��EDVWDUG�� LV�GHULYHG� IURP�WZR�

ZRUGV��PXP��GHIHFW��DQG�]DU��IRUHLJQ���FI��<HYDPRW���E���
����6KXOFKDQ�$UXFK��(YHQ�+D·H]HU�������



����,Q�9LWUR�)HUWLOL]DWLRQ��,9)���,QVHPLQDWLRQ�DQG�(JJ�'RQDWLRQ�

WKDW�$,'�LV�LQFOXGHG�LQ�WKH�SURKLELWLRQ�´7KRX�VKDOW�QRW�OLH�FDUQDOO\�
ZLWK� WK\� QHLJKERU·V� ZLIH� WR� GHILOH� WK\VHOI� ZLWK� KHU�µ��� +RZHYHU��
,9)�'� LQYROYHV� WKH� LPSODQWDWLRQ� RI� DQ� HPEU\R��ZKLFK� LV� QRZKHUH�
FLWHG�DV�IRUELGGHQ��%XW�WKHUH�DUH�VWLOO�WZR�TXHVWLRQV�ZKLFK�PXVW�EH�
DQVZHUHG��
���,V�IHUWLOL]DWLRQ�E\�WKH�VHPHQ�RI�D�WKLUG�SDUW\�GRQRU�SHUPLWWHG"�
���:KDW�LV�WKH�SHUVRQDO�VWDWXV�RI�WKH�,9)�'�RIIVSULQJ"�

�
$OWKRXJK� LW� LV� GLIILFXOW� WR� HTXDWH� WHVW�WXEH� IHUWLOL]DWLRQ�ZLWK� DQ�

DFW�RI�DGXOWHU\��HYHQ�LI�WKLV�LQYROYHV�,9)�'���WKHUH�PD\�VWLOO�EH�OHJDO�
SURKLELWLRQ� DJDLQVW� LQ�YLWUR� IHUWLOL]DWLRQ� RI� WKH� RRF\WH� RI� D�PDUULHG�
ZRPDQ� ZLWK� D� WKLUG�SDUW\·V� VSHUP���� 7KLV� LPSOLHV� WKDW� HYHQ� LI� LW� EH�
IRUELGGHQ�WR�SHUIRUP�,9)�'�RQ�DQ�RRF\WH�RI�D�PDUULHG�ZRPDQ��WKH�
VDPH�SURKLELWLRQ�ZRXOG�QRW�DIIHFW�DQ�XQPDUULHG�ZRPDQ��

2QFH� IHUWLOL]DWLRQ� KDV� WDNHQ� SODFH�� WKHUH� LV� QR� UHDVRQ� QRW� WR�
LPSODQW� WKH�HPEU\R�� DV� ORQJ�DV� WKH�SRVVLELOLW\�RI�PDP]HU� VWDWXV� LQ�
H[FOXGHG��2EYLRXVO\��LI�WKH�RIIVSULQJ�ZRXOG�EH�D�PDP]HU��H�J��LI�WKH�
RRF\WH�ZHUH�IHUWLOL]HG�E\�VSHUP�RI�DQ�LQFHVWXRXV�UHODWLYH���LW�ZRXOG�
EH� PRUDOO\� DQG� OHJDOO\� XQMXVWLILDEOH� WR� SHUIRUP� ,9)�'�� DV� WKH�
HPEU\R� FDUULHG� LQ� WKH� ZRPE� IRU� QLQH� PRQWKV� ZRXOG� EH� ERUQ� DQ�
XQIRUWXQDWH�FUHDWXUH��

+DODFKD�VR�IDU�KDV�QRW�UHDFKHG�GHILQLWLYH�FRQFOXVLRQV�RQ�WKHVH�
IXQGDPHQWDO�LVVXHV��$UJXPHQWV�FDQ�EH�IRXQG�IRU�ERWK�VLGHV��VR�WKDW�
IRU�WKH�WLPH�EHLQJ�WKH\�VWLOO�UHPDLQ�RSHQ�TXHVWLRQ��

�
���,9)�ZLWK�2YXP�'RQDWLRQ��,9)�'R��

7KHUH�LV�D�IXQGDPHQWDO�GLVWLQFWLRQ�EHWZHHQ�SDWHUQLW\�DQG�PDW��
HUQLW\�� :KLOH� SDWHUQLW\� LV� EDVHG� RQ� WKH� JHQHWLF� DQG� RQO\� RQ� WKH�
JHQHWLF�IXQFWLRQ��PDWHUQLW\�QRUPDOO\�KDV�WZR�IXQFWLRQV���
,��$�JHQHWLF�IXQFWLRQ�²�RYXODWLQJ�WKH�RRF\WH���
,,�� $� SK\VLRORJLF� IXQFWLRQ� ²� QLQH� PRQWKV� RI� SUHJQDQF\� DQG� WKH�

SDUWXULWLRQ��
7KH�QHZ� WHFKQRORJ\�RI� ,9)�DQG�RYXP�GRQDWLRQ�RU� VXUURJDF\��

PDGH� LW� SRVVLEOH� WR� EUHDN� XS� DQG� WR� GLYLGH� WKHVH� WZR� IXQFWLRQV�
EHWZHHQ�WZR�ZRPHQ��

7KH�GRQDWLRQ�RI�DQ�RRF\WH�UDLVHV�WZR�SUREOHPV���
������������
����/HYLWLFXV�������
����0��'URUL��´$UWLILFLDO�,QVHPLQDWLRQ�DQG�WKH�/DZ�RI�$GXOWHU\��+DODFKLF�9LHZSRLQWV�µ�

7RUDK�X�0DGGD������������SS���������QRWH�����
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,��7KH�IXQGDPHQWDO�SUREOHP�LV�WKDW�RI�HVWDEOLVKLQJ�ZKR��DFFRUGLQJ�
WR� KDODFKD�� LV� WKH� PRWKHU�� ,V� LW� WKH� JHQHWLF� PRWKHU� RU� WKH�
QXWULWLRQDO� SK\VLRORJLFDO� �VXUURJDWH�� PRWKHU"� 2U�� SHUKDSV��
WKHUH� LV� QR� OHJDO�PRWKHU� LQ� VXFK� FDVHV��2U�� SHUKDSV�� ERWK� DUH�
FRQVLGHUHG� WR� EH� OHJDO� PRWKHUV�� �7KH� SRVVLELOLW\� RI� WZR� OHJDO�
PRWKHUV�IRU�RQH�FKLOG�QHHG�QRW�EH�UHODWHG�WR�WKH�KDODFKLF�UXOHV�
RI� ,9)�'R�� 7KHUH� FDQ� HYHQ� EH� WZR� JHQHWLF� PRWKHUV� LI� WZR�
IHUWLOL]HG� RRF\WHV� RI� WZR� GLIIHUHQW� ZRPHQ� DUH� MRLQHG�� DQG� WKH�
UHVXOWLQJ�FKLPHUD�FRPELQHV�WKH�JHQHWLF�FRPSRQHQWV�RI�ERWK���

,,�� ,I� WKH�GRQRU� LV�D�PDUULHG�ZRPDQ��ZKLFK� LV�PRUH�SUDFWLFDO� IRU�
WKH� J\QHFRORJLVW�� EHFDXVH� ZKHQ� D� PDUULHG� ZRPDQ� LV� WUHDWHG�
ZLWK� GUXJV� WR� VWLPXODWH� RYXODWLRQ� SUHFHGLQJ� ,9)�+�� WKHUH� LV�
XVXDOO\� D� VXUSOXV�RI�RRF\WHV�DYDLODEOH� IRU� IHUWLOL]DWLRQ��ZLWKRXW�
WKH� QHHG� IRU� IXUWKHU� RSHUDWLYH� SURFHGXUH��� LV� LW� SHUPLWWHG� WR�
IHUWLOL]H�KHU�RRF\WH�ZLWK�VSHUP�RWKHU�WKDQ�WKDW�RI�KHU�KXVEDQG��
DV�GLVFXVVHG�LQ�WKH�SUHYLRXV�FKDSWHU"�
7KH� %DE\ORQLDQ� 7DOPXG��� GLVFXVVHG� WKH� ILUVWERUQ� RI� D� NRVKHU�

DQLPDO��´7ZR�ZRPEV�ZHUH�FRPELQHG�DQG�>WKH�HPEU\R@�OHIW�RQH�DQG�
HQWHUHG� DQRWKHU�µ� 7KH� TXHVWLRQ� ZKHWKHU� WKH� RIIVSULQJ� LV� FRQVLG��
HUHG� WKH� ILUVWERUQ�RQO\�RI� LWV� JHQHWLF�PRWKHU��RU�ZKHWKHU� LW� LV�DOVR�
FRQVLGHUHG� WKH� ILUVWERUQ� RI� WKH� KRVW�PRWKHU�� UHPDLQV� XQVROYHG� LQ�
WKH�7DOPXG��7KLV�PLJKW�PHDQ� WKDW� WKH�JHQHWLF�PRWKHU� LV� VXUHO\� WR�
EH� FRQVLGHUHG� WKH� OHJDO� PRWKHU� DQG� WKDW� WKH� 7DOPXG� H[SUHVVHV�
GRXEW�RQO\�FRQFHUQLQJ�WKH�VWDWXV�RI�WKH�KRVW�PRWKHU��2Q�WKH�RWKHU�
KDQG��WKH�WDOPXGLF�GLVFXVVLRQ�FRXOG�EH�GHDOLQJ�ZLWK�D�VSHFLILF�LVVXH�
RI�EHFKRURW��ILUVWERUQ��ZLWKRXW�UHODWLRQ�WR�WKH�LVVXH�RI�PRWKHUKRRG�
WKDW�FRQFHUQV�XV�KHUH��

$PRQJ� SUHVHQW� GD\� KDODFKLVWV�� WRR�� WKHUH� LV� D� ELWWHU� FRQWUR��
YHUV\�� 6RPH� WHQGV� WR� UHJDUG� WKH� JHQHWLF�PRWKHU� DV� WKH� RQO\� OHJDO�
PRWKHU�IRU�DOO�LQWHQWV�DQG�SXUSRVHV��EXW�PRVW�-HZLVK�VFKRODUV�WHQG�
WR� DFFHSW� WKH� SK\VLRORJLF�PRWKHU� DV� WKH� RQO\� OHJDO�PRWKHU���� 7KLV�
FUHDWHV�VHULRXV�SUREOHPV��HVSHFLDOO\�LI�WKH�JHQHWLF�PRWKHU�DQG�KRVW�
PRWKHU�DUH�RI�GLIIHUHQW�UHOLJLRQV��6LQFH�KDODFKD�PXVW�SURKLELW�,9)�
'R� LQ� FDVHV� RI� GRXEW�� QR� RRF\WH� PD\� EH� GRQDWHG� ZKHQ� WKH�
������������
����7DOPXG�%DYOL��+XOOLQ���D��
����5DEEL�(��:DOGHQEHUJ��7]LW]�(OL·H]HU����������5��<��6K��(O\DVKLY��LQ�1LVKPDW�$YUDKDP�

����(YHQ�+DH]HU���������5��=��1��*ROGEHUJ��´)HWDO�,PSODQW�µ�7HFKXPLP�����������SS��
������������������5��$��.LODY��´7HVW�WXEH�%DELHV�µ�LELG��SS�����������5��<��0��%HQ�
0HLU�� ´,Q�9LWUR� )HUWLOL]DWLRQ�� WKH� /HJDO� 5HODWLRQVKLSV� RI� WKH� (PEU\R� DQG� WKH�
6XUURJDWH�0RWKHU�µ�$VVLD������������SS��������



����,Q�9LWUR�)HUWLOL]DWLRQ��,9)���,QVHPLQDWLRQ�DQG�(JJ�'RQDWLRQ�

SK\VLRORJLF� DQG� JHQHWLF� PRWKHUV� EHORQJ� WR� GLIIHUHQW� UHOLJLRQV����
HYHQ�LI�WKH�RRF\WH�GRQRU�LV�DQ�XQPDUULHG�ZRPDQ��

$�GHWDLOHG�GLVFXVVLRQ�RI�WKH�RXWFRPH�RI�,9)�'R�E\�D�GRQRU�RI�
DQRWKHU� UHOLJLRQ� ZRXOG� UHTXLUH� WKH� DQDO\VLV� RI� WDOPXGLF� WH[WV�
EH\RQG�WKH�VFRSH�RI�WKLV�DUWLFOH��
�
&RQFOXVLRQ�

-HZLVK� ODZ� FRQWDLQV� PXFK� PDWHULDO� GLUHFWO\� UHODWHG� WR� WKH�
QHZHU�J\QHFRORJLF�WHFKQRORJLHV�RI�$,+��$,'��,9)�+��,9)�'V��DQG�
,9)�'R�� 6RPH� RI� WKHVH� LVVXHV� DUH� VWLOO� EHLQJ� GHEDWHG� E\� YDULRXV�
KDODFKLF�H[SHUWV��

0XWXDO� WUXVW� EHWZHHQ� J\QHFRORJLVWV� DQG� KDODFKLF� H[SHUWV� LV� RI�
XWPRVW� LPSRUWDQFH� LQ� RUGHU� WR� FDUU\� RXW� SURFHGXUHV� ZKLFK� DUH�
SHUPLVVLEOH�WR�WKH�UHOLJLRXV��0LVWUXVW�QRW�RQO\� LPSHGHV�WKH�UHVHDUFK�
EXW� PD\� HYHQ� UHVXOW� LQ� GHPDQGV� IRU� PDMRU� KLVWRFRPSDWLELOLW\�
FRPSOH[� �+/$�� WHVWV� WR� DVFHUWDLQ� SDWHUQLW\� SULRU� WR� VDQFWLRQLQJ�
PDUULDJH��7KH�KDODFKLF�YDOLGLW\�RI�WKLV�WHVW�LV�GHDOW�ZLWK�HOVHZKHUH���,���

�
�
�

6RXUFH��$66,$�²�-HZLVK�0HGLFDO�(WKLFV���
9RO��,��1R�����0D\�������SS��������

������������
����5DEEL�6KORPR�*RUHQ��FI��QRWH����	����DERYH���
����'��)ULPHU��´(VWDEOLVKLQJ�3DWHUQLW\�E\�0HDQV�RI�%ORRG�7\SH�7HVWLQJ�LQ�-HZLVK�/DZ�

DQG�,VUDHOL�/HJLVODWLRQ�µ�6HIHU�$VVLD�����������SS�����������0��+DOSHULQ��&��%UDXWEDU�
DQG�'��1HONHQ��´7KH�%DVLV�IRU�+DODFKLF�'LVFXVVLRQ�RQ�'HWHUPLQDWLRQ�RI�3DWHUQLW\�
E\�PHDQV�RI�0+&��+/$��µ�7RUDK�X�0DGGD������������SS��������

���� 5DEEL� 6�� 'HLFKRZVN\�� ´3URRI� RI� 1RQ�3DWHUQLW\� E\� 0HDQV� RI� +/$� �0+&�� LQ�
UHODWLRQ�WR�+DODFKD��$�5XOLQJ�RI�WKH�5DEELQLFDO�&RXUW�µ�$VVLD������������SS���������

�


