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3LFWRULDO��&RQYHUVDWLRQDO��,PSOLFDWXUHV�

���66��6660��DQG�3LFWRULDO�,PSOLFDWXUHV

&RQVLGHULQJ� WKH� ZLGHVSUHDG� XVH� RI� SLFWXUHV� LQ� RUGLQDU\� FRPPXQL�
FDWLYH� DFWV� QRZDGD\V�� LW� PLJKW� EH� QDWXUDO� WR� WKLQN� WKDW� RXU� ZHOO�
SURYHQ� SUDJPDWLF� WKHRULHV� GHYHORSHG� IRU� H[SODLQLQJ� KRZ� ZH� FRP�
PXQLFDWH�ZLWK�OLQJXLVWLF�H[SUHVVLRQV�FDQ�EH�HDVLO\�DSSOLHG�WR�SLFWRULDO�
FRPPXQLFDWLRQ��:KDW�PLJKW�VXSSRUW�WKLV�LGHD�LV�WKH�ILUP�FRQYLFWLRQ�
WKDW� E\� DQG� ODUJH�� SLFWRULDO� DQG� OLQJXLVWLF� FRPPXQLFDWLRQ� SURFHHG�
DORQJ�EDVLFDOO\�WKH�VDPH�OLQHV��

2Q�WKH�RWKHU�KDQG��WKHUH�VHHPV�WR�EH�D�GHHS�DV\PPHWU\�EHWZHHQ�
WKH�FRPPXQLFDWLYH�XVH�RI�ZRUGV�DQG�RI�SLFWXUHV��:KLOH�LW�LV�UHDVRQ�
DEOH� WR� WDON� DERXW� V\QWDFWLF� UXOHV� RSHUDWLQJ� RQ� OLQJXLVWLF� LWHPV� �E\�
ZKLFK� WKH�V\QWDFWLF�VWUXFWXUH�RI� WKH�VHQWHQFH�ZLOO�EH�JHQHUDWHG��DQG�
SRVLW�FRPSRVLWLRQDO VHPDQWLF FRQWHQW�RU�FRQYHQWLRQDO�PHDQLQJ�RI�VHQ�
WHQFHV GHULYHG� IURP�FRQYHQWLRQDOO\� HQFRGHG� OH[LFDO�ZRUG�� �RU�PRU�
SKHPH��� PHDQLQJ� DQG� FRQYHQWLRQDO� VHPDQWLF� UXOHV� IRU� FRPSRVLWLRQ�
�ZKLFK�FRUUHVSRQG�FRPSRVLWLRQDOO\� WR� FRQYHQWLRQDO� V\QWDFWLF� UXOHV���
SLFWXUHV� DSSHDU� WR� ODFN� DQ\� NLQG� RI� V\QWDFWLF� VWUXFWXUH� RU� HQFRGHG�
PHDQLQJ�FRQVWLWXHQWV��$FFRUGLQJ�WR�WKH�6WDQGDUG�0RGHO�IRU�0HDQLQJ�
&RPSUHKHQVLRQ�RI�/LQJXLVWLF�8WWHUDQFHV��IRU�VKRUW��6WDQGDUG�0RGHO��
60���WKH�³WRWDO�VLJQLILFDQFH´�RI�D�VSHHFK�DFW�HPHUJHV�DV�WKH�RXWFRPH�
RI�IRXU�GLIIHUHQW�W\SHV�RI�SURFHVVHV��

,�� :RUNLQJ� RXW� WKH� &217(;7�,1'(3(1'(17� &219(17,21$/�
0($1,1*�RI�WKH�VHQWHQFH�XWWHUHG��7KH�FRJQLWLYH�SURFHVV�RI�OLQ�
JXLVWLF�LQWHUSUHWDWLRQ�FRQVLVWV�LQ�GHFRGLQJ�OH[LFDO�PHDQLQJV�DQG�
WKH�FRPSXWDWLRQ� RI� VHPDQWLF� FRQWHQW� DV� D� IXQFWLRQ�RI� WKH� FRQ�
WHQWV�RI�WKH�FRQVWLWXHQWV�DQG�WKH�ZD\�WKH\�DUH�V\QWDFWLFDOO\�FRP�
ELQHG���
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,,�� :RUNLQJ� RXW� WKH� &217(;7�'(3(1'(17� &219(17,21$/�

0($1,1*� RI� WKH� VHQWHQFH� XWWHUHG�� 7KLV� SURFHVV� LQYROYHV� WKH�
PDQGDWRU\�FRQWH[WXDO�DVVLJQPHQW�RI�VHPDQWLF�YDOXHV�WR�YDULRXV�
W\SHV� RI� H[SUHVVLRQV� ±� SURQRXQV� DQG� LQGH[LFDOV�� UHODWLYH� DG�
MHFWLYHV��OLNH�WDOO�� DQG�LQFRPSOHWH�SUHGLFDWHV��OLNH�UHDG\���HWF��±�
ZLWKRXW�ZKLFK�WKH�XWWHUDQFH�ZRXOG�UHPDLQ�VHPDQWLFDOO\�LQFRP�
SOHWH�� ODFNLQJ�DQ\�GHWHUPLQDWH�SURSRVLWLRQDO�FRQWHQW��6LQFH� WKH�
HODERUDWLRQ� RI� WKLV� W\SH� RI� FRQWH[W�GHSHQGHQW�PHDQLQJ� LV� JRY�
HUQHG� E\� OLQJXLVWLF� FRQVWUDLQWV�� WKH� FRJQLWLYH� SURFHVV� RI� LQWHU�
SUHWDWLRQ� LV� SDUWO\� EDVHG� RQ� OLQJXLVWLF� FRPSHWHQFH�� EHFDXVH� LW�
LQYROYHV� NQRZLQJ� KRZ� WR� XVH� FRQYHQWLRQDOO\� FHUWDLQ� H[SUHV�
VLRQ�W\SHV��LQGHSHQGHQWO\�RI�ZKHWKHU� WKH�WRNHQV�RI� WKHVH�W\SHV�
DUH� RYHUWO\� RFFXUULQJ� LQ� WKH� VHQWHQFH� XWWHUHG� RU� PHUHO\� DS�
SHDULQJ�LQ�LWV�ORJLFDO�VWUXFWXUH�ZKLOH�XQSURQRXQFHG���DQG�SDUWO\�
RQ�SUDJPDWLF�UHDVRQLQJ��
,,,��:RUNLQJ� RXW� WKH� 35$*0$7,&$//<� (15,&+('�0($1,1*� RI�
WKH� VHQWHQFH�XWWHUHG��ZKLFK� LV� WKH� UHVXOW� RI� RSWLRQDO� SUDJPDWLF�
SURFHVVHV� �IUHH� HQULFKPHQW�� EURDGHQLQJ�ORRVHQLQJ�� SUHGLFDWH�
WUDQVIHU� HWF����7KHVH�SURFHVVHV�GR� WKH�ZRUN�RI� WUXWK�FRQGLWLRQ�
DOO\� UHOHYDQW� FRQWH[WXDO� PRGLILFDWLRQ� RI� WKH� SURSRVLWLRQ� H[�
SUHVVHG��WKH\�FDQ�VHUYH�WR�³ILQH�WXQH´�WKH�SURSRVLWLRQ�LQ�RUGHU�WR�
HQVXUH�FRUUHFW�ILW�EHWZHHQ�WKH�PHDQLQJ�LQWHQWLRQV�RI�WKH�VSHDN�
HU�� WKH�PHDQLQJ�H[SHFWDWLRQV�RI�WKH�DXGLHQFH��DQG�WKH�LQIRUPD�
WLRQ�FRQYH\HG�E\�WKH�XWWHUDQFH��
,9��:RUNLQJ�RXW�WKH�&219(56$7,21$/�,03/,&$785(6��DQG�RWK�
HU� W\SHV�RI� LPSOLFLW�PHDQLQJ��RI� WKH�VHQWHQFH�XWWHUHG��2QH�FDQ�
GHVFULEH� WKLV� SURFHVV� DV� WKH� GHULYDWLRQ� RI� DGGLWLRQDO� SURSRVL�
WLRQV� �VXSSRVHGO\�PHDQW� E\� WKH� VSHDNHU�� IURP� WKH� SURSRVLWLRQ�
H[SUHVVHG� E\� WKH� XWWHUDQFH�� ZKLFK� LV� WULJJHUHG� E\� SDUWLFXODU�
IHDWXUHV� RI� WKH� FRQYHUVDWLRQDO� FRQWH[W� DQG� WKH� VSHDNHU¶V� FRP�
PXQLFDWLYH�EHKDYLRXU��RU�RQ�K\SRWKHVHV� WKHUHRI�IRUPHG�E\�WKH�
DXGLHQFH����,W�VKRXOG�EH�QRWHG�WKDW�ZKLOVW�LW�VHHPV�DSSURSULDWH�WR�

��&RQYHUVDWLRQDO�LPSOLFDWXUHV�DUH�QRW�LQIHUHQFHV��DV�.HQW�%DFK�HPSKDVL]HV��³7KH�
7RS����PLVFRQFHSWLRQV�DERXW�,PSOLFDWXUH´��LQ�%��%LUQHU�	�*��:DUG�>HGV�@��'UDZ�
LQJ� WKH� %RXQGDULHV� RI� 0HDQLQJ�� 1HR�*ULFHDQ� 6WXGLHV� LQ� 3UDJPDWLFV� DQG� 6HP�
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VD\� WKDW� WKHVH�HOHPHQWV�RI�PHDQLQJ�DUH�FRQYH\HG�E\� WKH�XWWHU�
DQFH��WKH\�DUH�QRW�SDUW�RI�ZKDW�WKH�XWWHUDQFH�OLWHUDOO\�PHDQV��VR�
WKH� HODERUDWLRQ�RI� WKHP�GRHV�QRW� DIIHFW� WKH� WUXWK�FRQGLWLRQV�RI�
WKH�SURSRVLWLRQ�JHQHUDWHG�DV�WKH�RXWFRPH�RI�WKH�SURFHVVHV�VXE�
VXPHG�XQGHU�,±,,,��

� ,� GXEEHG� WKLV� PRGHO� ³VWDQGDUG´� EHFDXVH� DOPRVW� HYHU\RQH�
DJUHHV�LQ�WKH�OLWHUDWXUH��ZLWK�IHZ�H[FHSWLRQV��WKDW�E\�DQG�ODUJH�WKHVH�
NLQGV� RI� SURFHVVHV� ±� GHFRGLQJ�� SUDJPDWLF� UHDVRQLQJ�� REOLJDWRU\�RS�
WLRQDO� HQULFKPHQW�� GHULYDWLRQ� RI� LPSOLFDWXUHV� ±� WDNH� SODFH� ZKHQ� D�
ODQJXDJH�XVHU�XQGHUVWDQGV�D�YHUEDO�XWWHUDQFH��+RZHYHU�� WKHUH¶V�SUR�
IRXQG� GLVDJUHHPHQW� DPRQJ� SKLORVRSKHUV� RI� ODQJXDJH� RYHU� KRZ� WR�
PDWFK�SDUWLFXODU� W\SHV�RI�PHDQLQJ�HOHPHQWV�ZLWK�SDUWLFXODU� W\SHV�RI�
SURFHVVHV� �H�J�� DUH� ³VFDODU� LPSOLFDWXUHV´� SUDJPDWLFDOO\� HQULFKHG�
PHDQLQJV� RU� JHQHUDOL]HG� FRQYHUVDWLRQDO� LPSOLFDWXUHV"�� HWF���� KRZ� WR�
GHILQH�NH\� FRQFHSWV� �H�J�� LQ� WKH� FDVH�RI� FRQYHUVDWLRQDO� LPSOLFDWXUHV�
VKRXOG�ZKDW� LV�PHDQW� EH� ³FRPSOHWHO\� VHSDUDWH´� IURP�ZKDW� LV� VDLG"�
>.HQW�%DFK@��DV�,�FKDUDFWHUL]HG�LQ�WKH�SUHYLRXV�SDUDJUDSK��LQ�WKH�VSLULW�
RI� WKH�RULJLQDO�*ULFHDQ�SURJUDP��RU� FDQ�FRQYHUVDWLRQDO� LPSOLFDWXUHV�
KDYH� WUXWK�FRQGLWLRQDO� FRQVHTXHQFHV"� >6WHSKHQ� &�� /HYLQVRQ@�� HWF����
KRZ� WR� H[SODLQ� WKH� UHODWLRQVKLS� DPRQJ� YDULRXV� FRQFHSWXDO� GLVWLQF�
WLRQV�WKDW�XQGHUOLH�RXU�SUDJPDWLF�WKHRULHV��VXFK�DV�³VHPDQWLF´±³SUDJ�
PDWLF´�� ³OLWHUDO´±³QRQ�OLWHUDO´�� ³H[SOLFLW´±³LPSOLFLW´�� DQG� VR� RQ� �ZH�
VHH�PDVVLYH�SUROLIHUDWLRQ�RI�WHUPLQRORJ\�LQ�WKH�OLWHUDWXUH��H�J��³H[SOL�
FDWXUH´�>5HOHYDQFH�7KHRULVWV@��³LPSOLFLWXUH´�>%DFK@��HWF����DQG�ZKHUH�
WR� ORFDWH� WKH� WKHRUHWLFDO�ERXQGDU\�RI�ZKDW� LV�VDLG� �EHWZHHQ�FRQWH[W�
GHSHQGHQW� FRQYHQWLRQDO�PHDQLQJ� DQG� SUDJPDWLFDOO\� HQULFKHG�PHDQ�
LQJ��RU�VRPHZKHUH�HOVH"���,Q�VKRUW��LI�ZH�ILOO�LQ�WKH�JDSV��60�ZLOO�QR�
ORQJHU�UHPDLQ�TXLWH�DV�VWDQGDUG�DV�LW�PLJKW�KDYH�LQLWLDOO\�VHHPHG��

DQWLFV�LQ�+RQRU�RI�/DXUHQFH�5��+RUQ��$PVWHUGDP��-RKQ�%HQMDPLQV��������SS����±
�����EHFDXVH�WKH\�DUH�GHILQHG�DV�HOHPHQWV�RI�VSHDNHU¶V�PHDQLQJ��QRW�KHDUHU¶V�LQ�
WHUSUHWDWLRQ��+RZHYHU��KRZ�FRQYHUVDWLRQDO� LPSOLFDWXUHV�DUH�JUDVSHG�E\�WKH�DXGL�
HQFH��VKRXOG�EH�XQGHUVWRRG�DV�VRPH�NLQG�RI�LQIHUHQWLDO�SURFHVV��
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� +RZHYHU�� IRU� RXU� SUHVHQW� SXUSRVHV�� D� PXFK�PRUH� VFKHPDWLF�
�OHW¶V� VD\�� JURVVO\� RYHUVLPSOLILHG� DQG� KLJKO\� FRQWHVWDEOH�� PRGHO�
ZRUNV�ZHOO��

7KH� 6XSHU� 6LPSOLILHG� 6WDQGDUG� 0RGHO� IRU� 0HDQLQJ� &RPSUH�
KHQVLRQ� RI� /LQJXLVWLF� 8WWHUDQFHV� �6660��� ZKHQHYHU� DQ� DXGL�
HQFH� $� XQGHUVWDQGV� D� OLQJXLVWLF� XWWHUDQFH� 8� SHUIRUPHG� E\� D�
VSHDNHU�6��$�PXVW�JUDVS��
�L��ZKDW� LV� VDLG�E\�8�� ZKLFK� FRQWDLQV�GHFRGLQJ� OH[LFDO� LWHPV��
FRPSRVLWLRQDO�GHULYDWLRQ�RI�VHQWHQFH�PHDQLQJ��FRQWH[WXDO�FRP�
SOHWLRQ� RI� VHQWHQFH�PHDQLQJ� �YL]�� PDQGDWRU\� HQULFKPHQW� RI�
VHPDQWLFDOO\� XQGHUVSHFLILHG� LWHPV� LQ� RUGHU� WR� JHW� FRPSOHWH�
SURSRVLWLRQ��� DQG� FRQWH[WXDO� H[SDQVLRQ� RI� VHQWHQFH�PHDQLQJ�
�YL]��RSWLRQDO�HQULFKPHQW�RI�WKH�SURSRVLWLRQ�H[SUHVVHG����DQG��
�LL��ZKDW� LV� LPSOLFDWHG�E\�8��ZKLFK� LV� WULJJHUHG� E\�6¶V� YHUEDO�
EHKDYLRXU� �E\� WKH� VXSSRVHG� WHQVLRQ� EHWZHHQ� 6¶V� EHLQJ� FR�
RSHUDWLYH�DQG�KHU�DSSDUHQW�YLRODWLRQ�RI�FRQYHUVDWLRQDO�QRUPV�RU�
8¶V�ODFN�RI�UHOHYDQFH�DW�ILUVW�VLJKW���

� 1RZ��ZK\�VKRXOG�ZH�WKLQN�WKDW�6660�FDQ�EH�DSSOLHG�WR�SLF�
WRULDO� XWWHUDQFHV�� ILUVW� DQG� IRUHPRVW�� WR� FDVHV� RI� JHQXLQH� SLFWRULDO�
FRPPXQLFDWLRQ��FRPPXQLFDWLYH�H[FKDQJHV�SHUIRUPHG�VROHO\�E\�SLF�
WXUHV�� ZLWKRXW� DQ\� H[SOLFLW� ³YHUEDO� DFFRPSDQLPHQW´�"� 6KRXOG� ZH�
WKLQN� LW�DW�DOO"�,� WKLQN� WKH�DQVZHU� LV�³\HV´��7KH�IDFW� WKDW�SLFWXUHV�GR�
QRW� KDYH� V\QWD[� DQG� LQ� LQWHUSUHWLQJ� SLFWXUHV� WKH� DXGLHQFH� QRUPDOO\�
GRHV�QRW�GHFRGH�YLVXDO� LWHPV�GRHV�QRW�PDNH� WKH�FRQFHSW�RI�ZKDW� LV�
VKRZQ��DV�DQDORJRXV�WR�ZKDW�LV�VDLG��WKHRUHWLFDOO\�XVHOHVV�RU�XQLQWHO�
OLJLEOH��:H�FDQ�UHDVRQDEO\�VSHDN�RI�³PHDQLQJ��LPSOLFDWLQJ��RQH�WKLQJ�
E\�VKRZLQJ��D�SLFWXUH�RI��VRPHWKLQJ�HOVH´�±�VR�WKHUH�DUH�QR�WKHRUHWLF�
DO� REVWDFOHV� WR�PDLQWDLQ� WKH� GLVWLQFWLRQ�ZKLFK� XQGHUOLHV� 6660� DQG�
WKH�ZKROH�SUDJPDWLF�PDFKLQHU\��+RZ�VKRXOG�ZH�LPDJLQH�VXFK�D�WKH�
RU\"�,�VNHWFK�RQH�YHUVLRQ��

��%\�DQG�ODUJH�WKLV�LV�ZKDW�-HQQLIHU�0DWKHU�6DXO�FDOOV�³FRQVWUDLQHG�FRQFHSWLRQ´�RI�
ZKDW� LV� VDLG�� �/\LQJ��0LVOHDGLQJ�� DQG�:KDW� ,V� 6DLG��2[IRUG��2[IRUG�8QLYHUVLW\�
3UHVV��������SS����±�����
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� )LUVW�VWHS��OHW¶V�HQGRUVH�VRPH�YHUVLRQ�RI�WKH�UHVHPEODQFH�WKH�
RU\�RI�GHSLFWLRQ��DQG�DVVXPH�WKDW�LQ�QRUPDO�FDVHV�YLVXDO�IHDWXUHV�RI�
WKH�SLFWXUH�GHWHUPLQH�ZKDW�LW�GHSLFWV��5HVHPEODQFH�WKHRULVWV�FRQWHQG�
WKDW�WKH�IDFW�WKDW�SLFWXUHV�KDYH�D�FHUWDLQ�FRQWHQW��L�H��WKH\�UHSUHVHQW��RU�
DUH� XVHG� E\� VRPH� SHRSOH� WR� UHSUHVHQW� REMHFWV�� SHUVRQV�� HYHQWV�� DF�
WLRQV��HWF��IURP�D�SDUWLFXODU�SHUVSHFWLYH��VKRXOG�EH�H[SODLQHG�E\�DS�
SHDO� WR� WKH� YLVXDO� UHVHPEODQFH� UHODWLRQ� EHWZHHQ� WKH� SLFWXUH� DQG� LWV�
REMHFW��UDWKHU�WKDQ�E\�DSSHDO�WR�WKH�IDFW�WKDW�SLFWXUHV�EHORQJ�WR�VRPH�
FRQYHQWLRQDO� UHSUHVHQWDWLRQDO� V\VWHP�� DV�1HOVRQ�*RRGPDQ� RU�PRUH�
UHFHQWO\�-RKQ�.XOYLFNL�VXJJHVWHG���
� 6HFRQG�VWHS��OHW¶V�HQGRUVH��VRPH�YHUVLRQ�RI��WKH�WKHRU\�RI�SLF�
WRULDO� VSHHFK� DFWV�� ZKLFK� ZDV� GHYHORSHG� DV� HDUO\� DV� WKH� ����V� E\�
'DYLG� 1RYLW]� DQG� 6¡UHQ� .M¡UXS��� �,QWHUHVWLQJO\�� WKLV� ZRUN� KDV� QRW�
EHHQ� SXUVXHG� IXUWKHU��:H� KDG� WR� ZDLW� XQWLO� WKH� ����V� IRU� LQ�GHSWK�
GLVFXVVLRQ�RI�SUDJPDWLF�SKHQRPHQD�FRQQHFWHG�WR�SLFWRULDO�FRPPXQL�
FDWLRQ� ±� PDLQO\� LQ� UHOHYDQFH�WKHRUHWLF� WHUPV�� VHH� IRU� H[DPSOH� WKH�
DQDO\VHV�RI�YDULRXV�W\SHV�RI�³PXOWLPRGDO�FRPPXQLFDWLRQ´�E\�&KDUOHV�
)RUFHYLOOH��� $FFRUGLQJ� WR� WKLV� WKHRU\�� WKH� PDLQ� GLIIHUHQFH� EHWZHHQ�
VSHHFK� DFWV� DQG� SLFWRULDO� DFWV� OLHV� LQ� WKH� UROH� WKDW� FRQYHUVDWLRQDO�
FRQWH[W� SOD\V� LQ� GHWHUPLQLQJ� WKH� ³WRWDO� VLJQLILFDQFH´� RI� WKH� DFWV�� ,Q�
PRVW�FDVHV�SHUIRUPLQJ�D�SLFWRULDO�DFW�FDQ�EH�GHVFULEHG�DV�H[SUHVVLQJ�
D� SURSRVLWLRQ� SLFWRULDOO\� ZLWK� VRPH� LOORFXWLRQDU\� IRUFH�� LQ� RWKHU�
ZRUGV�� VRPHRQH�ZKR�XVHV� D� SLFWXUH� IRU� FRQYHUVDWLRQDO� SXUSRVHV� E\�
VKRZLQJ� RU� VKDULQJ� WKH� SLFWXUH� SHUIRUPV� D� SDUWLFXODU� SLFWRULDO� SUR�
SRVLWLRQDO�DFW�DQG�D�SDUWLFXODU�LOORFXWLRQDU\�DFW��ZKHUH�WKH�ODWWHU�FRU�
UHVSRQGV� DSSURSULDWHO\� WR� WKH� IRUPHU����:KDW�PDNHV� D�SURSRVLWLRQDO�
DFW�SLFWRULDO� LV� WKH�QDWXUH�RI�SUHGLFDWLRQ��WKH�XWWHUHU�DWWULEXWHV� WR� WKH�
UHIHUHQW� VRPH� SURSHUW\� WKDW� LV� YLVXDOO\� UHSUHVHQWHG� LQ� WKH� SLFWXUH��
+RZHYHU��ZKHQ�SHUIRUPLQJ� D� SLFWRULDO� SURSRVLWLRQDO� DFW�� WKH� XWWHUHU�
FDQQRW�XVH�FRQYHQLHQW�SLFWRULDO�HTXLYDOHQWV�RI�OLQJXLVWLF�GHYLFHV�VXFK�

��6HH�'DYLG�1RYLW]��3LFWXUHV�DQG�WKHLU�8VH�LQ�&RPPXQLFDWLRQ��7KH�+DJXH��0DU�
WLQXV�1LMKRII������� �HVSHFLDOO\�FKDSWHU� ,9�DQG�9��³3LFWRULDO� ,OORFXWLRQDU\�$FWV´��
³3LFWRULDO�3URSRVLWLRQV´��SS����±������6¡UHQ�.M¡UXS��³3LFWRULDO�6SHHFK�$FWV´��(U�
NHQQWQLV������������SS����±����
��6HH�1RYLW]��S������.M¡UXS��SS����±����SURSRVLWLRQDO�DFW���SS����±����LOORFXWLRQ�
DU\�DFW���
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DV�SURSHU�QDPHV��SURQRXQV��QHJDWLRQ��GLVMXQFWLRQ��DQG�RWKHU�%RROHDQ�
RSHUDWRUV��� TXDQWLILHUV�� WHQVH� LQGLFDWRUV� ±�PRUHRYHU�� H[SOLFLW� LOORFX�
WLRQDU\� IRUFH� LQGLFDWRUV� DUH� DOVR�PLVVLQJ� IURP� WKH� YLVXDO� FRPPXQL�
FDWLYH� DSSDUDWXV��7KH� H[SODQDWLRQ� IRU� WKLV� ODFN� OLHV� LQ� WKH� QDWXUH� RI�
GHSLFWLRQ�� HOHPHQWV� RI� SLFWXUHV� DUH� QRW� HQGRZHG� ZLWK� V\QWDFWLF�
VWUXFWXUH�� DQG� WKH\�FDQ�FRQWULEXWH� WR� WKH� FRQWHQW� H[SUHVVHG�RQO\�YLD�
VRPH�VRUW�RI�YLVXDO� UHVHPEODQFH���%XW�RI�FRXUVH�XWWHUHUV�GR�H[SUHVV�
TXDQWLILHG�� WHQVHG�� QHJDWHG� SURSRVLWLRQV�ZLWK� D� FHUWDLQ� LOORFXWLRQDU\�
IRUFH�E\� VKRZLQJ�VKDULQJ�SLFWXUHV�� ,Q� WKH�FDVHV�RI�PXOWLPRGDO�FRP�
PXQLFDWLRQ� WKH� PLVVLQJ� SLFWRULDO� HOHPHQWV� DUH� RIWHQ� VXEVWLWXWHG� E\�
OLQJXLVWLF� HOHPHQWV� �RU� RWKHU� W\SHV� RI� FRQYHQWLRQDOO\� HQFRGHG� GH�
YLFHV���VHH�H�J��LQWHUQHW�PHPHV��FDSWLRQHG�SLFWXUHV�RU�YLGHRV���WUDIILF�
VLJQV��WKH�UHG�ERUGHU�DV�D�VKDSH�VLJQDOLQJ�GDQJHU���HWF��,Q�WKH�FDVHV�RI�
JHQXLQH�SLFWRULDO�FRPPXQLFDWLRQ�WKH�³PLVVLQJ�SDUWV´�RI�PHDQLQJ�EH�
FRPH� SDUWV� RI� WKH� H[SUHVVHG� SURSRVLWLRQ� E\� FRQWH[WXDO� LQIHUHQFHV�
GUDZQ�E\� WKH� DXGLHQFH��7KHVH� LQIHUHQFHV� DUH� EDVHG� RQ� DVVXPSWLRQV�
DERXW�WKH�VSHDNHU¶V�FRPPXQLFDWLYH�LQWHQWLRQV�DQG�RQ�KHU�NQRZOHGJH�
RI�WKH�VLWXDWLRQ��

��$V�$OH[�*U]DQNRZVNL�SXWV�LW��³WKH�VHPDQWLF�IDFWV�DERXW�GHSLFWLRQ�DUH�GHWHUPLQHG�
DW� OHDVW� LQ� SDUW� E\� YLVXDO� UHVHPEODQFH� UHODWLRQV� DQG� VLQFH� QRWKLQJ� ORRNV� WR� EH�
GLVMXQFWLYH�DQG�QRWKLQJ�ORRNV�WR�QRW�EH�WKH�FDVH��LW¶V�XQVXUSULVLQJ�WKDW�SLFWXUHV�GR�
QRW�GHSLFWLYHO\�H[SUHVV�GLVMRLQHG�RU�QHJDWHG�SURSRVLWLRQV�´� �³3LFWXUHV�+DYH�3UR�
SRVLWLRQDO�&RQWHQW´��5HYLHZ�RI�3KLORVRSK\�DQG�3V\FKRORJ\��YRO�����QR������������
SS�����±�����WKH�TXRWHG�SDVVDJH�RQ�S��������
��3KLORVRSKHUV�ZKR�GHQ\�WKDW�SLFWXUHV�KDYH�SURSRVLWLRQDO�FRQWHQW�DUJXH� WKDW�SLF�
WXUHV� FDQQRW� EH� WUXH� RU� IDOVH�� MXVW� PRUH� RU� OHVV� DFFXUDWH� �VLPLODU� WR� SHUFHSWXDO�
H[SHULHQFH��� DQG�ZH�FDQQRW� DVVHUW� RU� QHJDWH� DQ\WKLQJ� �RU� H[SUHVV�GLVMRLQHG�SUR�
SRVLWLRQV��E\�XVLQJ�RQO\�SLFWXUHV��LI�ZH�ZDQW�WR�GR�DOO�RI�WKLV��ZH�QHHG�WR�HPSOR\�
VRPH�NLQG�RI�QRQ�SLFWRULDO�V\PERO��RU�WR�VWLSXODWH�VRPH�DG�KRF�FRQYHQWLRQ�ZKLFK�
UHODWHV�DVSHFWV�RI�D�SLFWXUH�WR�QHJDWLYH�IDFWV��HWF���6HH�7LP�&UDQH��³,V�3HUFHSWLRQ�D�
3URSRVLWLRQDO� $WWLWXGH"´��7KH� 3KLORVRSKLFDO� 4XDUWHUO\� ��� �������� SS�� ���±�����
HVS�� SS�� ���±�����5LFKDUG�0�� 6DLQVEXU\��5HIHUHQFH�:LWKRXW�5HIHUHQWV��2[IRUG��
&ODUHQGRQ�3UHVV��������S�������$OH[�*U]DQNRZVNL��RS��FLW���SRLQWV�RXW� WKDW� IURP�
SLFWXUHV¶� H[SUHVVLYH� OLPLWDWLRQV� LW� GRHV� QRW� IROORZ� ³WKDW� DOO� FRQWHQWV� SLFWXUHV�GR�
H[SUHVV� IDLO� WR� EH� SURSRVLWLRQV´� �S�� ������ *U]DQNRZNVL� LV� ULJKW�� IURP� SLFWXUHV¶�
H[SUHVVLYH� OLPLWDWLRQV� FRQFHUQLQJ� QHJDWLRQ� �DQG� GLVMXQFWLRQ� HWF��� WKH� JHQHUDO�
LQDELOLW\� WR� H[SUHVV� FHUWDLQ� SURSRVLWLRQV� SLFWRULDOO\� VLPSO\� GRHV� QRW� IROORZ��%XW�
WKH�SUREOHP��,�WKLQN��OLHV�GHHSHU��,I�ZH�FRQVLGHU�DOO�W\SHV�RI�H[SUHVVLYH�OLPLWDWLRQV�
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� $V�.M¡UXS�SXWV� LW�SLFWXUHVTXHO\��³D�SLFWXUH�PD\�EH�FRQVWUXHG�
DV�D�KHDS�RI�DGMHFWLYHV�DQG�RWKHU�FKDUDFWHUL]LQJ�RU�SUHGLFDWLQJ�YHUEDO�
SKUDVHV�� ���� LV� D�PDQ�� ���� LV�PLGGOH�DJHG�� ����ZHDUV� D� WLH�� HWF�´�� )URP�
WKHVH�DGMHFWLYHV�DQG�RWKHU�SUHGLFDWLYH�93V�WKH�DXGLHQFH�VKRXOG�ZRUN�
RXW� WKH� SURSRVLWLRQDO� FRQWHQW� RI� WKH� SLFWRULDO� DFW��0RUHRYHU�� YLVXDO�
SURSHUWLHV� RI� SLFWXUHV� DUH� DOVR� ILOWHUHG�E\� WKH� FRQWH[W�� WKH� DXGLHQFH�
VKRXOG� SLFN� RXW� WKRVH� SURSHUWLHV� WKDW� DUH� UHOHYDQW� ZLWK� UHVSHFW� WR�
SUHGLFDWLRQ���)RU�H[DPSOH�E\�XVLQJ�WKLV�SLFWXUH��)LJXUH��� WKH�XWWHUHU�
PLJKW�SUHGLFDWH�GLIIHUHQW�SURSHUWLHV�DERXW�GLIIHUHQW�UHIHUHQWV��D��LQ�D�
0DGULG� WUDYHO�JXLGH�� �E�� LQ� D�ERRN�DQDO\]LQJ� WKH�(XURSHDQ�8QLRQ¶V�
UHIXJHH�SROLF\��RU��F��LQ�D�IDVKLRQ�EORJ��7KH�WKUHH�GLIIHUHQW�WRNHQV�RI�
WKH� VDPH�SLFWXUH�W\SH� VKDUH� YHU\� IHZ�SURSHUWLHV�ZLWK� UHVSHFW� WR� WKH�
SURSRVLWLRQ�H[SUHVVHG�±�LI�WKH\�VKDUH�DQ\�SURSHUWLHV�DW�DOO��

SLFWXUHV�GR�KDYH��WDNLQJ�SLFWXUHV�LQ�WKHPVHOYHV�±�QRW�RQO\�WKHLU�LQDELOLW\�WR�H[SUHVV�
QHJDWLRQ��EXW� WKH� ODFN�RI�SLFWRULDO�TXDQWLILHUV��SURQRXQV�� WHQVH� LQGLFDWRUV�� LOORFX�
WLRQDU\� IRUFH� LQGLFDWRUV�� HWF�� ±� ZH� DUULYH� DW� WKLV� YLHZ�� SLFWXUHV� GR� QRW� H[SUHVV�
SURSRVLWLRQDO�IXQFWLRQV��IXQFWLRQV�IURP�FRQWH[WV�RI�XWWHUDQFH�WR�SURSRVLWLRQV��LQ�D�
FRQWH[W�LQGHSHQGHQW� ZD\�� 7R� H[SUHVV� FRPSOHWH� SURSRVLWLRQV� �ZLWK� VRPH� LOORFX�
WLRQDU\� IRUFH�� E\� FRQYHQWLRQDO� PHDQV� UHTXLUHV� QRW� RQO\� FRQYHQWLRQDO� VLJQV� IRU�
UHSUHVHQWLQJ�REMHFWV�LQ�WKH�ZRUOG��DQG�IRU�LQGLFDWLQJ�WKH�LOORFXWLRQDU\�IRUFH�RI�WKH�
XWWHUDQFH���EXW�HOHPHQWV�ZKLFK�SHUIRUP�IXQFWLRQV�VXFK�DV�TXDQWLILFDWLRQ��IRUPLQJ�
WHQVHV��EXLOGLQJ�XS�V\QWDFWLF�VWUXFWXUHV�±�DQG�WKDW¶V�ZKDW�LV�PLVVLQJ�IURP�SLFWXUHV��
7R�H[SUHVV�FRPSOHWH�SURSRVLWLRQV�E\�FRQYHQWLRQDO�PHDQV��LQ�D�FRQWH[W�LQGHSHQG�
HQW�ZD\�� UHTXLUHV�PRUH�� DQG�SLFWXUHV� ODFN� WKH�DGHTXDWH� UHVRXUFHV� WR�SHUIRUP� WKH�
IXQFWLRQV� LQ� TXHVWLRQ�� 2Q� WKH� RWKHU� KDQG�� &UDQH� DQG� 6DLQVEXU\� DUH�� LW� VHHPV��
DGRSWLQJ�DQ�XQWHQDEOH�VWDQFH�LI�WKH\�ZDQW�WR�GHQ\�WKH�SRVVLELOLW\�RI�JHQXLQH�SLF�
WRULDO�FRPPXQLFDWLRQ��6KRZLQJ�D�SKRWR�RU�VKDULQJ�LW� LQ�WKH�VRFLDO�PHGLD�ZLWKRXW�
DQ\� OLQJXLVWLF� ³DFFRPSDQLPHQW´� VRPHWLPHV�GRHV� FRQVWLWXWH� D�SLFWRULDO� DFW��1RQ�
SURSRVLWLRQDOLVW� SKLORVRSKHUV� V\VWHPDWLFDOO\� XQGHUHVWLPDWH� WKH� UROH� RI� FRQWH[W� LQ�
XQGHUVWDQGLQJ�SLFWRULDO�FRPPXQLFDWLYH�DFWV��
��.M¡UXS��RS��FLW���S������
��³«�HYHQ�WKRXJK�LW�LV�WUXH�WKDW�D�SLFWXUH�PXVW�ORRN�OLNH�ZKDWHYHU�LW�LV�D�SLFWXUH�RI��
LW�GRHV�QRW�IROORZ�IURP�WKLV�WKDW�D�SLFWXUH�DWWULEXWHV�WKHVH�ORRNV�WR�DQ\WKLQJ�XQOHVV�
LW�LV�XVHG�WR�GR�VR´��1RYLW]��RS��FLW���S��������
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)LJXUH����&LW\�FRXQFLO�RI�0DGULG���-XDQMR�0DUWLQ��(O�0XQGR��

� ,W�VHHPV�QDWXUDO�WR�WKLQN�WKDW�WKLV�SURFHVV�LV�VWULFWO\�DQDORJRXV�
WR�WKH�GLVDPELJXDWLRQ�RI�VHQWHQFHV��ZKLFK�LV�DOVR�EDVHG�RQ�SUDJPDWLF�
UHDVRQLQJ��ERWK� WDNHV� ORJLFDO�SULRULW\�RYHU� LQWHUSUHWLQJ�FRQWH[W�LQGH�
SHQGHQW�FRPSRVLWLRQDO�PHDQLQJ��

��&DWKDULQH�$EHOO�LQ�D�UHFHQW�SDSHU�GUDZV�D�VLPLODU�GLVWLQFWLRQ�EHWZHHQ�D�SLFWXUH¶V�
YLVLEOH�FRQWHQW��YL]��WKH�FRQWHQW�ZH�ZRXOG�DWWULEXWH�WR�WKH�SLFWXUH�RQ�WKH�EDVLV�RI�
LWV�SHUFHSWXDO�SURSHUWLHV��DQG�LWV�GHSLFWLYH�FRQWHQW��WKH�FRQWHQW�ZH�DFWXDOO\�FRP�
PXQLFDWH� E\� WKH� SLFWXUH��� VHH� ³3LFWRULDO� ,PSOLFDWXUH´�� -RXUQDO� RI�$HVWKHWLFV� DQG�
$UW�&ULWLFLVP��YRO������QR������������SS����±����6KH�SURSRVHV� WKDW� WKH�GLIIHUHQFH�
EHWZHHQ�YLVLEOH� FRQWHQW� DQG�GHSLFWLYH� FRQWHQW� EH� H[SODLQHG�EDVHG�RQ� WKH�GLIIHU�
HQFH�EHWZHHQ�ZKDW�LV�VDLG�YV��ZKDW�LV�LPSOLFDWHG�ZKHQ�XWWHULQJ�D�VHQWHQFH��,�DP�
QRW�VXUH�KHU�VWDQFH�LV�WHQDEOH��:KDW�WULJJHUV�DQ�LPSOLFDWXUH��HYHQ�D�SLFWRULDO�RQH��
LV�VRPHWKLQJ�WKDW�KDV�FHUWDLQ�VHPDQWLF�SURSHUWLHV�RQ�WKH�EDVLV�RI�ZKLFK��DQG�ZLWK�
WKH� KHOS� RI� RWKHU� FRQWH[WXDO� FOXHV�� WKH� LPSOLFDWXUH� FDQ� EH� ZRUNHG� RXW� E\� WKH�
DXGLHQFH��+RZHYHU�� WKH�YLVLEOH�FRQWHQW�RI�SLFWXUHV�E\�GHILQLWLRQ� ODFNV�DQ\�GHWHU�
PLQDWH�VHPDQWLF�SURSHUW\��&RQWUDU\�WR�ZKDW�WKH�FRQWHQW�WDON�VXJJHVWV��YLVLEOH�FRQ�
WHQW�LV�QRWKLQJ�PRUH�WKDQ�WKH�VXP�RI�WKH�SLFWXUH¶V�SHUFHSWXDO�SURSHUWLHV�SHUFHLYHG�
E\�D�SRWHQWLDO�VSHFWDWRU�±�ZLWKRXW�DQ\�UHSUHVHQWDWLRQDO�QDWXUH��$FFRUGLQJ�WR�$EHOO��
HYHQ�³QRQGHSLFWLRQV´�PD\�KDYH�YLVLEOH�FRQWHQW��S�������3HUKDSV�VKH�PLVORFDWHV�WKH�
SRLQW�IURP�ZKLFK�SLFWRULDO�LPSOLFDWXUH�LV�GHULYHG��WKH�DXGLHQFH�RI�SLFWRULDO�DFWV�GR
HPSOR\�SUDJPDWLF�UHDVRQLQJ�LQ�SLFNLQJ�RXW�WKH�UHOHYDQW�SURSHUWLHV�RU�LQ�FRQVWUXLQJ�
WKH�GHSLFWLYH�FRQWHQW�RI�WKH�SLFWXUH�±�EXW�WKLV�LV�QRW�WKH�VDPH�DV�GHULYLQJ�D�FRP�
SOHWHO\�QHZ�SURSRVLWLRQ�IURP�ZKDW�LV�H[SUHVVHG�E\�WKH�XWWHUHU��EHFDXVH�RWKHUZLVH�
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� ,Q�VXP��DFFRUGLQJ�WR�WKH�WKHRU\�RI�SLFWRULDO�DFWV��LQ�LQWHUSUHWLQJ�
D� SLFWRULDO� DFW�� WKH� FRQWH[W� �DQG� RXU� DVVXPSWLRQV� WKHUHRI�� SOD\V� D�
PXFK�PRUH�VLJQLILFDQW�UROH�WKDQ�LQ�WKH�FDVH�RI�YHUEDO�FRPPXQLFDWLRQ��
³WKH�FRQWH[W� LQ�ZKLFK�D�SLFWRULDO� LOORFXWLRQDU\�DFW� LV�SHUIRUPHG�LV� WR�
VRPH�H[WHQW�D�GHWHUPLQDQW�RI��RU�LV�UHVSRQVLEOH�IRU��WKH�SURSRVLWLRQDO�
FRQWHQW�RI�WKH�DFW�´��

� 7KLUG�VWHS��OHW¶V�DSSO\�6660�WR�JHQXLQH�SLFWRULDO�XWWHUDQFHV��

6XSHU�6LPSOLILHG�6WDQGDUG�0RGHO�IRU�0HDQLQJ�&RPSUHKHQVLRQ�
RI�3LFWRULDO�8WWHUDQFHV��6660���ZKHQHYHU�DQ�DXGLHQFH�$�XQGHU�
VWDQGV�D�JHQXLQHO\�SLFWRULDO�XWWHUDQFH�8�SHUIRUPHG�E\�D�VSHDNHU�
6��$�PXVW�JUDVS��
�L��ZKDW�LV�VDLG�E\�8��ZKLFK�FRQWDLQV�YLVXDO�UHFRJQLWLRQ�RI�SUR�
SHUWLHV�RQ�WKH�EDVLV�RI�SLFWRULDO�UHVHPEODQFH��GHGXFLQJ�IURP�WKH�
FRQWH[W� �DQG� IURP�$¶V� SULRU� NQRZOHGJH�� KHU� DVVXPSWLRQV� FRQ�
FHUQLQJ� 6¶V� PHDQLQJ�LQWHQWLRQV�� HWF��� WKH� PLVVLQJ� SDUWV� RI� WKH�
SURSRVLWLRQ�±�QDPHO\� UHIHUHQFH�� WHQVH��TXDQWLILFDWLRQ�� HWF��� DQG�
FRQWH[WXDO�H[SDQVLRQ�RI�WKH�SURSRVLWLRQ�H[SUHVVHG��DQG�
�LL��ZKDW�LV�LPSOLFDWHG�E\�8��ZKLFK�LV�WULJJHUHG�E\�6¶V�FRPPX�
QLFDWLYH� EHKDYLRU� �E\� WKH� VXSSRVHG� WHQVLRQ� EHWZHHQ�6¶V� EHLQJ�
FRRSHUDWLYH�DQG�KHU�DSSDUHQW�YLRODWLRQ�RI�FRQYHUVDWLRQDO�QRUPV�
RU�8¶V�ODFN�RI�UHOHYDQFH�DW�ILUVW�VLJKW���

� 3HUKDSV�WKLV�VROXWLRQ�WR�WKH�SUREOHP�RI�WKH�DSSOLFDWLRQ�RI�RXU�
SUDJPDWLF�H[SODQDWLRQ�WR�SLFWRULDO�FRPPXQLFDWLRQ�VWULNHV�UHDGHUV�DV�D�
ELW�WRR�HDV\��DQG�WKH\�DUH�ULJKW��7KH�FUXFLDO�SRLQW�LV�ZKHWKHU�ZH�FDQ�
KROG�RQ�WR�WKH�GLVWLQFWLRQ��RQ�WKH�RQH�KDQG��EHWZHHQ�OLWHUDO�SURSRVL�
WLRQDO�FRQWHQW�H[SUHVVHG�E\�VKRZLQJ�RU�VKDULQJ�D�SLFWXUH�DQG��RQ�WKH�
RWKHU�KDQG��FRQYHUVDWLRQDO�LPSOLFDWXUH�DV�D�FDQFHOODEOH��QRQ�GHWDFK�
DEOH�DQG�FDOFXODEOH�SURSRVLWLRQ� �RU�VHW�RI�SURSRVLWLRQV�� WULJJHUHG�E\�
WKH�XWWHUHU¶V�DSSDUHQW�YLRODWLRQ�RI�FRQYHUVDWLRQDO�QRUPV�RU�WKH�XWWHU�
DQFH¶V�DSSDUHQW�ODFN�RI�UHOHYDQFH�±�GHVSLWH�WKH�IDFW�WKDW�SLFWXUHV�ODFN�

WKH�DXGLHQFH�FDQQRW�VHFXUH�WKH�FRQYLFWLRQ�DERXW�WKH�XWWHUHU¶V�FRRSHUDWLYH�EHKDY�
LRXU���ZKLFK�LV�FKDUDFWHULVWLF�RI�FRQYHUVDWLRQDO�LPSOLFDWXUHV��
���1RYLW]��RS��FLW���S������
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V\QWDFWLF�VWUXFWXUH��WKHUHIRUH�ZH�FDQQRW�PDNH�VHQVH�RI�FRQWH[W�LQGH�
SHQGHQW�FRPSRVLWLRQDO�SLFWXUH�PHDQLQJ��W\SH���
� 7KH� SUREOHP� OLHV� LQ� WKH� IDFW� WKDW� ³SUDJPDWLFDOO\� HQULFKHG�
PHDQLQJ´� DQG� ³FRQYHUVDWLRQDO� LPSOLFDWXUH´� DUH� FRQFHSWXDOO\� OLQNHG�
WR� ³FRQYHQWLRQDOO\� HQFRGHG� FRPSRVLWLRQDO� PHDQLQJ´�� RQH� ZRXOG�
WKLQN�WKLV�LV�ZKDW�FDQ�EH�SUDJPDWLFDOO\�HQULFKHG�DQG�WKLV�LV�ZKDW�FDQ�
WULJJHU� D� FRQYHUVDWLRQDO� LPSOLFDWXUH� LQ� DSSURSULDWH� FLUFXPVWDQFHV� ±�
DQG�WKLV�LV�ZKDW�LV�XQDYDLODEOH�LQ�WKH�FDVH�RI�JHQXLQH�SLFWRULDO�FRP�
PXQLFDWLRQ�� ,Q� WKH� QH[W� VHFWLRQ� ,� ZLOO� SKUDVH� DFFXUDWHO\� WKH� SKLOR�
VRSKLFDO�SUREOHP�RI�SLFWRULDO�FRQYHUVDWLRQDO�LPSOLFDWXUHV��

���7KH�3UREOHP�RI�3LFWRULDO�&RQYHUVDWLRQDO�,PSOLFDWXUHV�

:H� KDYH� WKUHH� SURSRVLWLRQV� WKDW� DUH� LQGHSHQGHQWO\� SODXVLEOH� DQG�
MRLQWO\�LQFRQVLVWHQW��,�ZLOO�FDOO�WKLV�³WKH�SUREOHP�RI�SLFWRULDO�FRQYHU�
VDWLRQDO�LPSOLFDWXUHV´��

�1RQ�3��$QWL�SURSRVLWLRQDOLVP��SLFWXUHV�GR�QRW�KDYH�FRQWH[W�LQ�
GHSHQGHQW�� FRQYHQWLRQDOO\� HQFRGHG�SURSRVLWLRQDO� FRQWHQW� �SUR�
SRVLWLRQDO�IXQFWLRQ���
�&��2QO\�WKRVH�UHSUHVHQWDWLRQV�FDQ�EH�XVHG�WR�FRQYH\�FRQYHUVD�
WLRQDO�LPSOLFDWXUHV�ZKLFK�KDYH�DVVRFLDWHG�ZLWK�WKHP�D�FRQWH[W�
LQGHSHQGHQW�FRQYHQWLRQDOO\HQFRGHG SURSRVLWLRQDO FRQWHQW �IXQF�
WLRQ���
�,��3LFWXUHV�FDQ�EH�XVHG�WR�FRQYH\�FRQYHUVDWLRQDO�LPSOLFDWXUHV��

� 7KHUH� DUH� WKUHH� ZD\V� RI� UHVSRQGLQJ� WR� WKH� SUREOHP�� DIILUP�
�1RQ�3��DQG��&��ZKLOH�GHQ\LQJ��,���DIILUP��&��DQG��,��ZKLOH�GHQ\LQJ�
�1RQ�3���RU�DIILUP��1RQ�3��DQG��,��ZKLOH�GHQ\LQJ��&���
� 6WUDWHJ\�,��GHQ\LQJ��,���7KLV�VROXWLRQ�GLVDOORZV�WKH�SRVVLELOLW\�
RI�SLFWRULDO�FRQYHUVDWLRQDO� LPSOLFDWXUHV��&RPPXQLFDWLQJ�E\�SLFWXUHV�
LQYROYHV� FHUWDLQ�NLQGV�RI� LQIHUHQWLDO� SURFHVVHV�� EXW� VWULFWO\� VSHDNLQJ�
WKHVH�GHULYHG�PHDQLQJV�DUH�QRW�FRQYHUVDWLRQDO�LPSOLFDWXUHV��
� %XW�,�FDQ�VHH�QR�FOHDU�UHDVRQ�IRU�GLVDYRZLQJ�SLFWRULDO�FRQYHU�
VDWLRQDO�LPSOLFDWXUHV��:KHQ�,�LQWHUSUHWHG�$¶V�SKRWR�LQ�WKH�FKDW�ZLQ�
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GRZ�LQ�D�SDUWLFXODU�ZD\��,�GLG� WKH�VDPH�DV�VRPHERG\�ZRXOG�ZKR�LV�
ZRUNLQJ�RXW�D�FRQYHUVDWLRQDO�LPSOLFDWXUH�RQ�WKH�EDVLV�RI�D�SDUWLFXODU�
YHUEDO�XWWHUDQFH�DQG�RI�VRPH�FRQWH[WXDO�FOXHV��:LWKRXW�IXUWKHU�DUJX�
PHQWV�WKH�SURSRVHG�6WUDWHJ\�,� LV�QRWKLQJ�PRUH�WKDQ�GHQ\LQJ�WKH�RE�
YLRXV��
� 6WUDWHJ\� ,,�� GHQ\LQJ� �1RQ�3��� (PSOR\LQJ� 6WUDWHJ\� ,,� LV� WKH�
PRVW�SRSXODU�ZD\�RI�VROYLQJ�WKH�SUREOHP�RI�SLFWRULDO�FRQYHUVDWLRQDO�
LPSOLFDWXUHV� LQ� WKH� OLWHUDWXUH�� 3KLORVRSKHUV� DQG� OLQJXLVWV� DQDO\]LQJ�
³PXOWLPRGDO�GLVFRXUVH´�RIWHQ� UHODWLYL]H� WKH�FRQFHSW�RI�³FRQYHQWLRQ�
DOO\�HQFRGHG�FRQWHQW´�WR�WKH�FRQYHQWLRQV�RI�WKH�YLVXDO�JHQUH�WR�ZKLFK�
WKH�SLFWXUH�EHORQJV��IRU�H[DPSOH��FDUWRRQ��FRPPHUFLDO�LPDJH��VHOILH��
HWF����$V�&KDUOHV�)RUFHYLOOH�DQG�%LOO\�&ODUN�SXWV� LW��³8QGHUVWDQGLQJ�
SLFWXUHV�UHTXLUHV�NQRZOHGJH�RI�FRQYHQWLRQV�RI�GHSLFWLRQ�DV�ZHOO�DV�RI�
JHQUHV�WKDW��HYHQ�WKRXJK�SLFWXUHV�GR�QRW�KDYH�D�JUDPPDU�RU�D�YRFDE�
XODU\�� VXJJHVW� WKDW�ZH� VKRXOG�EURDGHQ� WKH� FRQFHSW�RI� µHQFRGLQJ�GH�
FRGLQJ¶�´��

� %XW�,�WKLQN�WKHUH�LV�D�FRQVLGHUDEOH�GLIIHUHQFH�EHWZHHQ�OLQJXLV�
WLF�FRQYHQWLRQV�WR�ZKLFK�ZH�DXWRPDWLFDOO\�DQG�GLUHFWO\�FRQIRUP�DQG�
FRQYHQWLRQV�RI�SLFWRULDO�JHQUHV�WKH�DGKHUHQFH�WR�ZKLFK�LV�XVXDOO\�SUH�
FHGHG� E\� D� FRQVFLRXV� GHFLVLRQ�� *HQUH�FRQYHQWLRQV� GR� QRW� VHUYH� DV�
DGHTXDWH� VXEVWLWXWLRQV� RU� DQDORJLHV� IRU� OLQJXLVWLF� FRQYHQWLRQV� ±� DW�
OHDVW�WKH\�DUH�QRW�DGHTXDWH�IRU�RXU�WKHRUHWLFDO�SXUSRVHV���
� :KDW , SURSRVH LV WKH�DGRSWLRQ�RI�6WUDWHJ\,,,� ,�WKLQN�ZH�VKRXOG�
GHQ\� �&��� 1RWKLQJ� VXSSRUWV� WKH� LGHD� WKDW� WKH� SURSRVLWLRQDO� FRQWHQW�
ZKLFK� WULJJHUV� D� FRQYHUVDWLRQDO� LPSOLFDWXUH� LQ� D� SDUWLFXODU� VLWXDWLRQ�
PXVW�EH� �SDUWO\�� HQFRGHG�FRQYHQWLRQDOO\�E\� WKH� UHSUHVHQWDWLRQDO�GH�
YLFH��$OO� WKDW�ZH�QHHG�LV� WKH�SURSRVLWLRQDO�FRQWHQW� WKDW� WKH�DXGLHQFH�
PLJKW�XVH�DV�D�FOXH��DPRQJ�RWKHU�FRQWH[WXDO�FOXHV�� IRU�ZRUNLQJ�RXW�

���&KDUOHV�)RUFHYLOOH�DQG�%LOO\�&ODUN��³&DQ�3LFWXUHV�+DYH�([SOLFDWXUHV"´��/LQJX�
DJHP�HP��'LV�FXUVR������������SS�����±�����WKH�TXRWHG�SDVVDJH�RQ������6HH�DOVR�
&KDUOHV�)RUFHYLOOH��³5HOHYDQFH�7KHRU\�DV�0RGHO�IRU�$QDO\]LQJ�9LVXDO�DQG�0XOWL�
PRGDO�&RPPXQLFDWLRQ´�� LQ�'DYLG�0DFKLQ� �HG����9LVXDO�&RPPXQLFDWLRQ��%HUOLQ��
0RXWRQ�GH�*UX\WHU��������SS����±����
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WKH�FRQYHUVDWLRQDO�LPSOLFDWXUH�LQ�TXHVWLRQ�±�LQGHSHQGHQO\�RI�WKH�³RUL�
JLQ´�RI�WKDW�FRQWHQW���

� &RQVLGHU� WKH� FDVH�RI� ³VHULDO� LPSOLFDWXUHV´��:H�FDQ�SXW� VRPH�
FRQYHUVDWLRQDO�LPSOLFDWXUHV�LQ�VHTXHQFHV��WKDW�WKH�KHDUHU�LV�H[SHFWHG�
WR�LQIHU�[�IURP�ZKDW�LV�VDLG��ZKLOH�WKH�KHDUHU�FDQ�DOVR�UHDVRQDEO\�LQ�
IHU�D�IXUWKHU�FRQYHUVDWLRQDO�LPSOLFDWXUH�\�IURP�[��7KLV�PHDQV�D�FRQ�
YHUVDWLRQDO� LPSOLFDWXUH� FDQ� VHUYH� DV� D� YHKLFOH� WR� DQRWKHU� FRQYHUVD�
WLRQDO� LPSOLFDWXUH�� %XW� WKHUH� LV� QR� H[SHFWDWLRQ� WKDW� WKH� YHKLFOH� LP�
SOLFDWXUH� [�EH� FRPSRVLWLRQDOO\� REWDLQHG�� �)RU� H[DPSOH�� WKH� VSHDNHU�
VD\V�WKDW�,W¶V�DOPRVW����6KH�FRQYHUVDWLRQDOO\�LPSOLFDWHV��³ZH¶G�EHWWHU�
OHDYH�WR�FDWFK�RXU���R¶�FORFN�ILOP�DW�WKH�PRYLH�WKHDWHU´��7KLV�LQ�WXUQ�
LPSOLFDWHV��³LI�\RX�GRQ¶W�PDNH�D�GHFLVLRQ�IDVW�DV�WR�ZKDW�\RX¶OO�ZHDU��
ZH¶OO�EH�ODWH�IRU�WKH�PRYLH´��7KLV�LQ�WXUQ�LPSOLFDWHV��³VWRS�VWDULQJ�DW�
\RXU�FORVHW¶V�FRQWHQWV�DQG�SXW�VRPHWKLQJ�RQ�DOUHDG\´��2U��³ZH¶G�EHW�
WHU�FDOO�D�FDE�VRRQ�VR�LW¶V�KHUH�LQ�WLPH�WR�JHW�XV�WR�WKH�PRYLH�WKHDWHU´���

,Q� VXP�� FRQYHQWLRQDOO\� HQFRGHG� PHDQLQJ� QHHG� QRW� VHUYH� DV� D�
GHSDUWXUH� SRLQW� IRU� FRQYHUVDWLRQDO� LPSOLFDWXUHV� ±� DQG� WKLV� KROGV� IRU�
ODQJXDJH�DQG�SLFWXUHV�DOLNH���

���0DUFHOOR�)UL[LRQH�DQG�$QWRQLR�/RPEDUGL�DOVR�HPEUDFH�WKLV�VWUDWHJ\��VHH�³6WUHHW�
6LJQV�DQG�,NHD�,QVWUXFWLRQ�6KHHWV��3UDJPDWLFV�DQG�3LFWRULDO�&RPPXQLFDWLRQ´��5H�
YLHZ�RI�3KLORVRSK\�DQG�3V\FKRORJ\��YRO�����QR������������SS�����±�����
���,�DP�GHHSO\�JUDWHIXO�WR�=VyILD�=YROHQV]N\�IRU�YHU\�KHOSIXO�FRPPHQWV�RQ�HDUOLHU�
GUDIWV� RI� WKH� SUHVHQW� SDSHU�� 7KLV� UHVHDUFK� KDV� EHHQ� VXSSRUWHG� E\�*UDQW�1R��.�
�������³0HDQLQJ�� &RPPXQLFDWLRQ�� /LWHUDO�� )LJXUDWLYH�� &RQWHPSRUDU\� ,VVXHV� LQ�
3KLORVRSK\�RI�/DQJXDJH´�UHFHLYHG�IURP�WKH�+XQJDULDQ�6FLHQWLILF�5HVHDUFK�)XQG�
±�1DWLRQDO�5HVHDUFK��'HYHORSPHQW�DQG�,QQRYDWLRQ�2IILFH��27.$±1.),+���


