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&RQVXPHU3DQHOr WRUHSUHVHQWWKHLQWHUHVWVRIFRQVXPHUV



7KH%RDUGPXVWDSSRLQWWRWKH&RQVXPHU3DQHOVXFKFRQVXPHUVRUSHUVRQV
UHSUHVHQWLQJWKHLQWHUHVWVRIFRQVXPHUVDVWKH%RDUGFRQVLGHUVDSSURSULDWH



7KH%RDUGPXVWDSSRLQWRQHRIWKHPHPEHUVRIWKH&RQVXPHU3DQHOWREHWKH
FKDLUPDQRIWKH3DQHO



7KH%RDUGPXVWVHFXUHWKDWWKHPHPEHUVKLSRIWKH&RQVXPHU3DQHOLVVXFKDV
WRJLYHDIDLUGHJUHHRIUHSUHVHQWDWLRQWRERWKu
D WKRVH ZKR DUH XVLQJ RU DUH RU PD\ EH FRQWHPSODWLQJ XVLQJ  LQ
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E WKRVH ZKR DUH XVLQJ RU DUH RU PD\ EH FRQWHPSODWLQJ XVLQJ  VXFK
VHUYLFHV RWKHUZLVH WKDQ LQ FRQQHFWLRQ ZLWK EXVLQHVVHV FDUULHG RQ E\
WKHP





7KH3DQHOPXVWQRWLQFOXGHDQ\SHUVRQZKRLVu
D DPHPEHURIWKH%RDUGRURILWVVWDII
E D PHPEHU RI WKH 2IILFH IRU /HJDO &RPSODLQWV VHH 3DUW   DQ
RPEXGVPDQDSSRLQWHGE\LWRUDPHPEHURILWVVWDIIDSSRLQWHGXQGHU
SDUDJUDSKRI6FKHGXOH
F D PHPEHU RI WKH JRYHUQLQJ ERG\ RU RI WKH VWDII RI DQ DSSURYHG
UHJXODWRURU
G DQDXWKRULVHGSHUVRQLQUHODWLRQWRDQDFWLYLW\ZKLFKLVDUHVHUYHGOHJDO
DFWLYLW\
5HSUHVHQWDWLRQVE\WKH&RQVXPHU3DQHO



7KH %RDUG PXVW FRQVLGHU DQ\ UHSUHVHQWDWLRQV PDGH WR LW E\ WKH &RQVXPHU
3DQHO



,I WKH %RDUG GLVDJUHHV ZLWK D YLHZ H[SUHVVHG RU SURSRVDO PDGH LQ WKH
UHSUHVHQWDWLRQVLWPXVWJLYHWKH&RQVXPHU3DQHODQRWLFHWRWKDWHIIHFWVWDWLQJ
LWVUHDVRQVIRUGLVDJUHHLQJ

'UDIW%LOO















/HJDO6HUYLFHV%LOO
3DUWu5HVHUYHGOHJDODFWLYLWLHV

3$57
5(6(59('/(*$/$&7,9,7,(6
5HVHUYHGOHJDODFWLYLWLHV


0HDQLQJRIqUHVHUYHGOHJDODFWLYLW\rDQGqOHJDODFWLYLW\r


,QWKLV$FWqUHVHUYHGOHJDODFWLYLW\rPHDQVu
D WKHH[HUFLVHRIDULJKWRIDXGLHQFH
E WKHFRQGXFWRIOLWLJDWLRQ
F UHVHUYHGLQVWUXPHQWDFWLYLWLHV
G SUREDWHDFWLYLWLHV
H QRWDULDODFWLYLWLHV
I WKHDGPLQLVWUDWLRQRIRDWKV



6FKHGXOHPDNHVSURYLVLRQDERXWZKDWFRQVWLWXWHVHDFKRIWKRVHDFWLYLWLHV



,QWKLV$FWqOHJDODFWLYLW\rPHDQVu
D DQDFWLYLW\ZKLFKLVDUHVHUYHGOHJDODFWLYLW\ZLWKLQWKHPHDQLQJRIWKLV
WKLV$FWDVRULJLQDOO\HQDFWHGDQG
E DQ\RWKHUDFWLYLW\ZKLFKFRQVLVWVRIRQHRUERWKRIWKHIROORZLQJu
L WKHSURYLVLRQRIOHJDODGYLFHRUDVVLVWDQFHLQFRQQHFWLRQZLWKWKH
DSSOLFDWLRQ RIWKHODZRU ZLWKDQ\IRUP RIUHVROXWLRQRIOHJDO
GLVSXWHV
LL WKHSURYLVLRQRIUHSUHVHQWDWLRQLQFRQQHFWLRQZLWKDQ\PDWWHU
FRQFHUQLQJWKHDSSOLFDWLRQRIWKHODZRUDQ\IRUPRIUHVROXWLRQ
RIOHJDOGLVSXWHV



%XWqOHJDODFWLYLW\rGRHVQRWLQFOXGHDQ\DFWLYLW\RIDMXGLFLDORUTXDVLMXGLFLDO
QDWXUH LQFOXGLQJDFWLQJDVDPHGLDWRU 



)RUWKHSXUSRVHVRIVXEVHFWLRQ  qOHJDOGLVSXWHrLQFOXGHVDGLVSXWHDVWRDQ\
PDWWHURIIDFWWKHUHVROXWLRQRIZKLFKLVUHOHYDQWWRGHWHUPLQLQJWKHQDWXUHRI
DQ\SHUVRQpVOHJDOULJKWVRUOLDELOLWLHV



6HFWLRQ  PDNHV SURYLVLRQ IRU DGGLQJ OHJDO DFWLYLWLHV WR WKH UHVHUYHG OHJDO
DFWLYLWLHV
&DUU\LQJRQWKHDFWLYLWLHV















(QWLWOHPHQWWRFDUU\RQDUHVHUYHGOHJDODFWLYLW\


7KH TXHVWLRQ ZKHWKHU D SHUVRQ LV HQWLWOHG WR FDUU\ RQ DQ DFWLYLW\ ZKLFK LV D
UHVHUYHG OHJDO DFWLYLW\ LV WR EH GHWHUPLQHG VROHO\ LQ DFFRUGDQFH ZLWK WKH
SURYLVLRQVRIWKLV$FW



$SHUVRQLVHQWLWOHGWRFDUU\RQDQDFWLYLW\ qWKHUHOHYDQWDFWLYLW\r ZKLFKLVD
UHVHUYHGOHJDODFWLYLW\ZKHUHu
D WKHSHUVRQLVDQDXWKRULVHGSHUVRQLQUHODWLRQWRWKHUHOHYDQWDFWLYLW\RU
E WKHSHUVRQLVDQH[HPSWSHUVRQLQUHODWLRQWRWKDWDFWLYLW\



6XEVHFWLRQ  LVVXEMHFWWRVHFWLRQ WUDQVLWLRQDOSURWHFWLRQIRUQRWIRUSURILW
ERGLHV 

'UDIW%LOO







/HJDO6HUYLFHV%LOO
3DUWu5HVHUYHGOHJDODFWLYLWLHV

2IIHQFHV


2IIHQFHWRFDUU\RQDUHVHUYHGOHJDODFWLYLW\LIQRWHQWLWOHG




,W LV DQ RIIHQFH IRU D SHUVRQ WR FDUU\ RQ DQ DFWLYLW\ qWKH UHOHYDQW DFWLYLW\r
ZKLFKLVDUHVHUYHGOHJDODFWLYLW\XQOHVVWKDWSHUVRQLVHQWLWOHGWRFDUU\RQWKH
UHOHYDQWDFWLYLW\
,QVXEVHFWLRQ  WKHUHIHUHQFHWRDSHUVRQFDUU\LQJRQDQDFWLYLW\LQFOXGHVD
SHUVRQ q3r ZKRFDUULHVRQDQDFWLYLW\LQ3pVFDSDFLW\DVu
D DQHPSOR\HHRIDERG\RURWKHUSHUVRQRU
E DQRIILFHURIDERG\
)RUWKLVSXUSRVHLWLVLUUHOHYDQWZKHWKHUWKHERG\RURWKHUSHUVRQRIZKLFK3LV
DQHPSOR\HHRURIILFHULVHQWLWOHGWRFDUU\RQWKHDFWLYLW\







,Q SURFHHGLQJV IRU DQ RIIHQFH XQGHU VXEVHFWLRQ   LW LV D GHIHQFH IRU WKH
DFFXVHGWRVKRZWKDWWKHDFFXVHGGLGQRWNQRZDQGFRXOGQRWUHDVRQDEO\KDYH
EHHQH[SHFWHGWRNQRZWKDWWKHRIIHQFHZDVEHLQJFRPPLWWHG



$SHUVRQZKRLVJXLOW\RIDQRIIHQFHXQGHUVXEVHFWLRQ  LVOLDEOHu
D RQVXPPDU\FRQYLFWLRQWRLPSULVRQPHQWIRUDWHUPQRWH[FHHGLQJ
PRQWKVRUDILQHQRWH[FHHGLQJWKHVWDWXWRU\PD[LPXP RUERWK DQG
E RQFRQYLFWLRQRQLQGLFWPHQWWRLPSULVRQPHQWIRUDWHUPQRWH[FHHGLQJ
\HDUVRUDILQH RUERWK 





$SHUVRQZKRLVJXLOW\RIDQRIIHQFHXQGHUVXEVHFWLRQ  E\UHDVRQRIDQDFW
GRQH LQ WKH SXUSRUWHG H[HUFLVH RI D ULJKW RI DXGLHQFH RU D ULJKW WR FRQGXFW
OLWLJDWLRQLQUHODWLRQWRDQ\SURFHHGLQJVRUFRQWHPSODWHGSURFHHGLQJVLVDOVR
JXLOW\RIFRQWHPSWRIWKHFRXUWFRQFHUQHGDQGPD\EHSXQLVKHGDFFRUGLQJO\





2IIHQFHWRSUHWHQGWREHHQWLWOHG


,WLVDQRIIHQFHIRUDSHUVRQu
D ZLOIXOO\ WR SUHWHQG WR EH HQWLWOHG WR FDUU\ RQ DQ\ DFWLYLW\ ZKLFK LV D
UHVHUYHGOHJDODFWLYLW\ZKHQWKDWSHUVRQLVQRWVRHQWLWOHGRU
E ZLWKWKHLQWHQWLRQRILPSO\LQJIDOVHO\WKDWWKDWSHUVRQLVVRHQWLWOHGWR
WDNHRUXVHDQ\QDPHWLWOHRUGHVFULSWLRQ





$SHUVRQZKRLVJXLOW\RIDQRIIHQFHXQGHUVXEVHFWLRQ  LVOLDEOHu
D RQVXPPDU\FRQYLFWLRQWRDILQHQRWH[FHHGLQJOHYHORQWKHVWDQGDUG
VFDOHDQG
E RQFRQYLFWLRQRQLQGLFWPHQWWRDILQH



,QWHUSUHWDWLRQ




$XWKRULVHGSHUVRQV


)RUWKHSXUSRVHVRIWKLV$FWqDXWKRULVHGSHUVRQrLQUHODWLRQWRDQDFWLYLW\ qWKH
UHOHYDQWDFWLYLW\r ZKLFKLVDUHVHUYHGOHJDODFWLYLW\PHDQVu
D D SHUVRQ ZKR LV DXWKRULVHG WR FDUU\ RQ WKH UHOHYDQW DFWLYLW\ E\ D
UHOHYDQWDSSURYHGUHJXODWRULQUHODWLRQWRWKHUHOHYDQWDFWLYLW\ RWKHU
WKDQE\YLUWXHRIDOLFHQFHXQGHU3DUW RU
E DERG\ZKLFKE\YLUWXHRIVXFKDOLFHQFHLVDXWKRULVHGWRFDUU\RQWKH
UHOHYDQWDFWLYLW\E\WKH%RDUGRUE\DQDSSURYHGUHJXODWRUZKLFKLVD

'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu5HVHUYHGOHJDODFWLYLWLHV

OLFHQVLQJDXWKRULW\GHVLJQDWHGXQGHU3DUWRI6FKHGXOHLQUHODWLRQ
WRWKHUHVHUYHGOHJDODFWLYLW\


%XWIRUWKRVHSXUSRVHVu
D DOLFHQVDEOHERG\RU
E DQRWIRUSURILWERG\
PD\EHDQDXWKRULVHGSHUVRQLQUHODWLRQWRWKHUHOHYDQWDFWLYLW\RQO\LILWLV
DXWKRULVHG WR FDUU\ RQ WKH DFWLYLW\ E\ YLUWXH RI D OLFHQFH DV PHQWLRQHG LQ
VXEVHFWLRQ  E 



6XEVHFWLRQ   LV VXEMHFW WR 3DUW  RI 6FKHGXOH  DQG SURYLVLRQ PDGH XQGHU
VHFWLRQ   E  E\ YLUWXH RI ZKLFK OLFHQVDEOH ERGLHV PD\ EH GHHPHG WR EH
DXWKRULVHG DV PHQWLRQHG LQ VXEVHFWLRQ  D  LQ UHODWLRQ WR FHUWDLQ DFWLYLWLHV
GXULQJDWUDQVLWLRQDOSHULRG 



6HFWLRQPDNHVWUDQVLWLRQDOSURYLVLRQLQUHVSHFWRIQRWIRUSURILWERGLHV



)RUWKHSXUSRVHVRIWKLVVHFWLRQDERG\LVDqOLFHQVDEOHERG\rLIDWOHDVWRQHRI
WKHSHUVRQVZLWKLQVXEVHFWLRQ  LVDSHUVRQZKRLVQRWDQDXWKRULVHGSHUVRQ
LQUHODWLRQWRDQ\DFWLYLW\ZKLFKLVDUHVHUYHGOHJDODFWLYLW\



7KHSHUVRQVZLWKLQWKLVVXEVHFWLRQDUHu
D DQ\LQGLYLGXDOZKRLVDPDQDJHURIWKHERG\DQG
E DQ\SHUVRQZKRKDVDQLQWHUHVWLQWKHERG\



)RUWKHSXUSRVHVRIVXEVHFWLRQ  u
D qPDQDJHUrKDVWKHPHDQLQJJLYHQE\VHFWLRQ  DQG
E VXEVHFWLRQV    DQG  RIVHFWLRQDSSO\WRGHWHUPLQHZKHWKHUD
SHUVRQKDVDQLQWHUHVWLQDERG\











([HPSWSHUVRQV


,QWKLV$FWqH[HPSWSHUVRQrLQUHODWLRQWRDQDFWLYLW\ qWKHUHOHYDQWDFWLYLW\r
ZKLFKLVDUHVHUYHGOHJDODFWLYLW\PHDQVDSHUVRQZKRLVE\YLUWXHRI6FKHGXOH
DQH[HPSWSHUVRQIRUWKHSXUSRVHVRIFDUU\LQJRQWKHUHOHYDQWDFWLYLW\



%XWDQRWIRUSURILWERG\FDQQRWEHDQH[HPSWSHUVRQIRUWKHSXUSRVHVRIWKLV
$FW



$SSURYHGUHJXODWRUVDQGUHOHYDQWDSSURYHGUHJXODWRUV


,QWKLV$FWWKHIROORZLQJH[SUHVVLRQVKDYHWKHPHDQLQJJLYHQE\WKLVVHFWLRQu
qDSSURYHGUHJXODWRUr
qUHOHYDQWDSSURYHGUHJXODWRUr



q$SSURYHGUHJXODWRUrPHDQVu
D D ERG\ ZKLFK LV GHVLJQDWHG DV DQ DSSURYHG UHJXODWRU DQG ZKRVH
UHJXODWRU\DUUDQJHPHQWVDUHDSSURYHGIRUWKHSXUSRVHVRIWKLV$FWRU
E LIDQRUGHUXQGHUVHFWLRQ  D KDVHIIHFWWKH%RDUG



$ERG\LVGHVLJQDWHGDVDQDSSURYHGUHJXODWRULIu
D LWLVVRGHVLJQDWHGE\3DUWRI6FKHGXOH
E LWLVVRGHVLJQDWHGE\DQRUGHUXQGHU3DUWRIWKDW6FKHGXOHRU
F LWLVZLWKLQERWKSDUDJUDSK D DQGSDUDJUDSK E 

'UDIW%LOO











/HJDO6HUYLFHV%LOO
3DUWu5HVHUYHGOHJDODFWLYLWLHV



$Q DSSURYHG UHJXODWRU LV D qUHOHYDQW DSSURYHG UHJXODWRUr LQ UHODWLRQ WR DQ
DFWLYLW\ZKLFKLVDUHVHUYHGOHJDODFWLYLW\LIu
D WKHDSSURYHGUHJXODWRULVGHVLJQDWHGDVPHQWLRQHGLQVXEVHFWLRQ  D
RU E LQUHODWLRQWRWKDWUHVHUYHGOHJDODFWLYLW\RU
E LIWKHDSSURYHGUHJXODWRULVWKH%RDUGLWLVGHVLJQDWHGLQUHODWLRQWRWKDW
UHVHUYHGOHJDODFWLYLW\E\DQRUGHUXQGHUVHFWLRQ  D 



$Q DSSURYHG UHJXODWRU LV D qUHOHYDQW DSSURYHG UHJXODWRUr LQ UHODWLRQ WR D
SHUVRQ LI WKH SHUVRQ LV DXWKRULVHG E\WKH DSSURYHG UHJXODWRUWR FDUU\ RQ DQ
DFWLYLW\ZKLFKLVDUHVHUYHGOHJDODFWLYLW\



6FKHGXOHPDNHVSURYLVLRQZLWKUHVSHFWWRDSSURYHGUHJXODWRUVRWKHUWKDQWKH
%RDUG
,QWKDW6FKHGXOHu
D 3DUWGHVLJQDWHVFHUWDLQERGLHVDVDSSURYHGUHJXODWRUVLQUHODWLRQWR
FHUWDLQUHVHUYHGOHJDODFWLYLWLHV
E 3DUW  PDNHV SURYLVLRQ IRU ERGLHV WR EH GHVLJQDWHG E\ RUGHU DV
DSSURYHGUHJXODWRUVLQUHODWLRQWRRQHRUPRUHUHVHUYHGOHJDODFWLYLWLHV
F 3DUW  PDNHV SURYLVLRQ UHODWLQJ WR WKH DSSURYDO RI FKDQJHV WR DQ
DSSURYHGUHJXODWRUpVUHJXODWRU\DUUDQJHPHQWV









5HJXODWRU\DUUDQJHPHQWV




,QWKLV$FWUHIHUHQFHVWRWKHqUHJXODWRU\DUUDQJHPHQWVrRIDERG\DUHWRu
D LWV DUUDQJHPHQWV IRU DXWKRULVLQJ SHUVRQV WR FDUU\ RQ UHVHUYHG OHJDO
DFWLYLWLHV
E LWV DUUDQJHPHQWV LI DQ\  IRU DXWKRULVLQJ SHUVRQV WR SURYLGH
LPPLJUDWLRQDGYLFHRULPPLJUDWLRQVHUYLFHV
F LWVSUDFWLFHUXOHV
G LWVFRQGXFWUXOHV
H LWV GLVFLSOLQDU\ DUUDQJHPHQWV LQ UHODWLRQ WR UHJXODWHG SHUVRQV
LQFOXGLQJLWVGLVFLSOLQHUXOHV 
I LWVTXDOLILFDWLRQUHJXODWLRQV
J LWVOLFHQVLQJUXOHV LIDQ\ DQG
K DQ\RILWVRWKHUUXOHVRUUHJXODWLRQV KRZHYHUWKH\PD\EHGHVFULEHG 
DQGDQ\RWKHUDUUDQJHPHQWVZKLFKDSSO\WRRULQUHODWLRQWRUHJXODWHG
SHUVRQV RWKHU WKDQ WKRVH PDGH IRU WKH SXUSRVHV RI DQ\ IXQFWLRQ WKH
ERG\KDVWRUHSUHVHQWRUSURPRWHWKHLQWHUHVWVRISHUVRQVUHJXODWHGE\
LW
,QWKLVVHFWLRQu
qFRQGXFWUXOHVrLQUHODWLRQWRDERG\PHDQVDQ\UXOHV KRZHYHUWKH\PD\
EHGHVFULEHG DVWRWKHFRQGXFWUHTXLUHGRIUHJXODWHGSHUVRQV
qGLVFLSOLQHUXOHVrLQUHODWLRQWRDERG\PHDQVDQ\UXOHV KRZHYHUWKH\
PD\EHGHVFULEHG DVWRWKHGLVFLSOLQLQJRIUHJXODWHGSHUVRQV
qSUDFWLFHUXOHVrLQUHODWLRQWRDERG\PHDQVDQ\UXOHV KRZHYHUWKH\PD\
EHGHVFULEHG ZKLFKJRYHUQWKHSUDFWLFHRIUHJXODWHGSHUVRQV
qTXDOLILFDWLRQUHJXODWLRQVrLQUHODWLRQWRDERG\PHDQVu
D DQ\UHJXODWLRQVUHODWLQJWRu
L WKHHGXFDWLRQDQGWUDLQLQJZKLFKSHUVRQVPXVWUHFHLYH
RU

'UDIW%LOO















/HJDO6HUYLFHV%LOO
3DUWu5HVHUYHGOHJDODFWLYLWLHV

LL

DQ\ RWKHU UHTXLUHPHQWV ZKLFK PXVW EH PHW E\ RU LQ
UHVSHFWRIWKHP
LQRUGHUIRUWKHPWREHDXWKRULVHGE\WKHERG\WRFDUU\RQDQ
DFWLYLW\ZKLFKLVDUHVHUYHGOHJDODFWLYLW\
E DQ\UHJXODWLRQVUHODWLQJWRu
L WKHHGXFDWLRQDQGWUDLQLQJZKLFKSHUVRQVPXVWUHFHLYH
RU
LL DQ\ RWKHU UHTXLUHPHQWV ZKLFK PXVW EH PHW E\ RU LQ
UHVSHFWRIWKHP
LQ RUGHU IRU WKHP WR EH DXWKRULVHG E\ WKH ERG\ WR SURYLGH
LPPLJUDWLRQDGYLFHRULPPLJUDWLRQVHUYLFHVDQG
F DQ\ RWKHU UHJXODWLRQV UHODWLQJ WR WKH HGXFDWLRQ DQG WUDLQLQJ
ZKLFK UHJXODWHG SHUVRQV PXVW UHFHLYH RU DQ\ RWKHU
UHTXLUHPHQWVZKLFKPXVWEHPHWE\RULQUHVSHFWRIWKHP
KRZHYHUWKH\PD\EHGHVFULEHG 
qUHJXODWHG SHUVRQVr LQ UHODWLRQ WR D ERG\ PHDQV DQ\ FODVV RI SHUVRQV
ZKLFKFRQVLVWVRIRULQFOXGHVSHUVRQVZKRDUHDXWKRULVHGE\WKHERG\
WRFDUU\RQDQDFWLYLW\ZKLFKLVDUHVHUYHGOHJDODFWLYLW\







&RQWLQXLW\RIH[LVWLQJULJKWVDQGWUDQVLWLRQDOSURWHFWLRQ


&RQWLQXLW\RIH[LVWLQJULJKWVWRFDUU\RQUHVHUYHGOHJDODFWLYLWLHV



6FKHGXOHPDNHVSURYLVLRQIRUWKHFRQWLQXLW\RIH[LVWLQJULJKWVDQGIRUFHUWDLQ
SHUVRQV WR EH GHHPHG GXULQJ D WUDQVLWLRQDO SHULRG WR EH DXWKRULVHG E\
DSSURYHGUHJXODWRUVWRFDUU\RQFHUWDLQDFWLYLWLHV


7UDQVLWLRQDOSURWHFWLRQIRUQRWIRUSURILWERGLHV


'XULQJWKHWUDQVLWLRQDOSHULRGDQRWIRUSURILWERG\LVHQWLWOHGWRFDUU\RQDQ\
DFWLYLW\ZKLFKLVDUHVHUYHGOHJDODFWLYLW\



7KHWUDQVLWLRQDOSHULRGLVWKHSHULRGZKLFKu
D EHJLQVZLWKWKHGD\DSSRLQWHGIRUWKHFRPLQJLQWRIRUFHRIVHFWLRQ
DQG
E HQGVZLWKWKHGD\DSSRLQWHGE\WKH6HFUHWDU\RI6WDWHIRUWKHSXUSRVHV
RIWKLVSDUDJUDSK



'LIIHUHQW GD\V PD\ EH DSSRLQWHG XQGHU VXEVHFWLRQ  E  IRU GLIIHUHQW
SXUSRVHV



$QRUGHUPD\EHPDGHXQGHUVXEVHFWLRQ  E RQO\RQWKHUHFRPPHQGDWLRQRI
WKH%RDUG







$OWHUDWLRQRIUHVHUYHGOHJDODFWLYLWLHV


([WHQVLRQRIWKHUHVHUYHGOHJDODFWLYLWLHV


7KH6HFUHWDU\RI6WDWHPD\E\RUGHUDPHQGVHFWLRQRU6FKHGXOH UHVHUYHG
OHJDO DFWLYLWLHV  VR DV WR DGG DQ\ OHJDO DFWLYLW\ WR WKH DFWLYLWLHV ZKLFK DUH
UHVHUYHGOHJDODFWLYLWLHVIRUWKHSXUSRVHVRIWKLV$FW

'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu5HVHUYHGOHJDODFWLYLWLHV



$QRUGHUXQGHUVXEVHFWLRQ  PD\RQO\EHPDGHRQWKHUHFRPPHQGDWLRQRI
WKH%RDUG



6FKHGXOH  PDNHV SURYLVLRQ DERXW WKH PDNLQJ RI UHFRPPHQGDWLRQV IRU WKH
SXUSRVHVRIWKLVVHFWLRQ



:KHUHDUHFRPPHQGDWLRQLVPDGHLQUHODWLRQWRDQDFWLYLW\WKH6HFUHWDU\RI
6WDWHPXVWu
D FRQVLGHU WKH UHSRUW FRQWDLQLQJ WKH UHFRPPHQGDWLRQ JLYHQ WR WKH
6HFUHWDU\RI6WDWHXQGHUSDUDJUDSK  D RIWKDW6FKHGXOH
E GHFLGHZKHWKHURUQRWWRPDNHDQRUGHUXQGHUWKLVVHFWLRQLQUHVSHFWRI
WKHDFWLYLW\DQG
F SXEOLVKDQRWLFHRIWKDWGHFLVLRQ
ZLWKLQWKHSHULRGRIGD\VEHJLQQLQJZLWKWKHGD\RQZKLFKWKHUHSRUWZDV
JLYHQWRWKH6HFUHWDU\RI6WDWH





:KHUHWKH6HFUHWDU\RI6WDWHGHFLGHVQRWWRPDNHDQRUGHUXQGHUWKLVVHFWLRQLQ
UHVSHFWRIDQDFWLYLW\WKHQRWLFHXQGHUVXEVHFWLRQ  F PXVWVWDWHWKHUHDVRQV
IRUWKDWGHFLVLRQ







3URYLVLRQDOGHVLJQDWLRQDVDSSURYHGUHJXODWRUVDQGOLFHQVLQJDXWKRULWLHV


7KH6HFUHWDU\RI6WDWHPD\E\RUGHUPDNHSURYLVLRQu
D HQDEOLQJ DSSOLFDWLRQV WR EH PDGH FRQVLGHUHG DQG GHWHUPLQHG XQGHU
3DUWRI6FKHGXOHRU3DUWRI6FKHGXOHLQUHODWLRQWRDSURYLVLRQDO
UHVHUYHGDFWLYLW\DVLIWKHDFWLYLW\ZHUHDUHVHUYHGOHJDODFWLYLW\
E HQDEOLQJSURYLVLRQDOGHVLJQDWLRQRUGHUVWREHPDGHE\WKH6HFUHWDU\RI
6WDWHLQUHVSHFWRIDSURYLVLRQDOUHVHUYHGDFWLYLW\DVLIWKHDFWLYLW\ZHUH
DUHVHUYHGOHJDODFWLYLW\



$Q RUGHU XQGHU VXEVHFWLRQ   PD\ LQ SDUWLFXODU SURYLGH WKDW 3DUW  RI
6FKHGXOHRU3DUWRI6FKHGXOHLVWRDSSO\LQUHODWLRQWRVXFKFDVHVDVPD\
EHVSHFLILHGE\WKHRUGHUZLWKVXFKPRGLILFDWLRQVDVPD\EHVRVSHFLILHG



7KH6HFUHWDU\RI6WDWHPD\DOVRE\RUGHUPDNHSURYLVLRQu
D IRUWKHSXUSRVHRIHQDEOLQJDSSOLFDWLRQVIRUDXWKRULVDWLRQWRFDUU\RQDQ
DFWLYLW\ ZKLFK LV D SURYLVLRQDO UHVHUYHG DFWLYLW\ WR EH PDGH WR DQG
FRQVLGHUHGDQGGHWHUPLQHGE\u
L D ERG\ LQ UHVSHFW RI ZKLFK D SURYLVLRQDO GHVLJQDWLRQ RUGHU LV
PDGHRU
LL WKH%RDUGLQLWVFDSDFLW\DVDOLFHQVLQJDXWKRULW\
E IRUWKHSXUSRVHRIHQDEOLQJSHUVRQVWREHGHHPHGWREHDXWKRULVHGWR
FDUU\RQDQDFWLYLW\ZKLFKLVDQHZUHVHUYHGOHJDODFWLYLW\E\DUHOHYDQW
DSSURYHG UHJXODWRU LQ UHODWLRQ WR WKH DFWLYLW\ RU E\ WKH %RDUG LQ LWV
FDSDFLW\DVDOLFHQVLQJDXWKRULW\IRUDSHULRGVSHFLILHGLQWKHRUGHU



)RUWKLVSXUSRVHu
qSURYLVLRQDO UHVHUYHG DFWLYLW\r PHDQV DQ DFWLYLW\ LQ UHVSHFW RI ZKLFK D
SURYLVLRQDO UHSRUW XQGHU SDUDJUDSK  RI 6FKHGXOH  VWDWHV WKDW WKH
%RDUGLVPLQGHGWRPDNHDUHFRPPHQGDWLRQIRUWKHSXUSRVHVRIVHFWLRQ

qSURYLVLRQDOGHVLJQDWLRQRUGHUrPHDQVDQRUGHUPDGHE\WKH6HFUHWDU\RI
6WDWH XQGHU 3DUW  RI 6FKHGXOH  RU 3DUW  RI 6FKHGXOH  ZKLFK LV
FRQGLWLRQDOXSRQWKH6HFUHWDU\RI6WDWHPDNLQJDQRUGHUXQGHUVHFWLRQ

'UDIW%LOO
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 LQ UHVSHFW RI WKH SURYLVLRQDO UHVHUYHG DFWLYLW\ SXUVXDQW WR D
UHFRPPHQGDWLRQPDGHE\WKH%RDUGIROORZLQJWKHSURYLVLRQDOUHSRUW
qQHZUHVHUYHGOHJDODFWLYLW\rPHDQVDOHJDODFWLYLW\ZKLFKKDVEHFRPHD
UHVHUYHGOHJDODFWLYLW\E\YLUWXHRIDQRUGHUXQGHUVHFWLRQ


5HFRPPHQGDWLRQVWKDWDFWLYLWLHVVKRXOGFHDVHWREHUHVHUYHGOHJDODFWLYLWLHV


7KH%RDUGPD\UHFRPPHQGWKDWDQDFWLYLW\VKRXOGFHDVHWREHDUHVHUYHGOHJDO
DFWLYLW\



6FKHGXOH  PDNHV SURYLVLRQ DERXW WKH PDNLQJ RI UHFRPPHQGDWLRQV IRU WKH
SXUSRVHVRIWKLVVHFWLRQ



7KH6HFUHWDU\RI6WDWHPXVWFRQVLGHUDQ\UHFRPPHQGDWLRQPDGHE\WKH%RDUG
IRUWKHSXUSRVHVRIWKLVVHFWLRQ



:KHUHWKH6HFUHWDU\RI6WDWHGLVDJUHHVZLWKDUHFRPPHQGDWLRQ RUDQ\SDUWRI
LW WKH6HFUHWDU\RI6WDWHPXVWSXEOLVKDQRWLFHWRWKDWHIIHFWZKLFKPXVWLQFOXGH
WKH6HFUHWDU\RI6WDWHpVUHDVRQVIRUGLVDJUHHLQJ
3$57







5(*8/$7,212)$33529('5(*8/$7256
,QWURGXFWRU\


5HJXODWRU\IXQFWLRQVRIDSSURYHGUHJXODWRUV
,QWKLV$FWUHIHUHQFHVWRWKHqUHJXODWRU\IXQFWLRQVrRIDQDSSURYHGUHJXODWRU
DUHWRDQ\IXQFWLRQVWKHDSSURYHGUHJXODWRUKDVu
D XQGHURULQUHODWLRQWRLWVUHJXODWRU\DUUDQJHPHQWVRU
E LQFRQQHFWLRQZLWKWKHPDNLQJRUDOWHUDWLRQRIWKRVHDUUDQJHPHQWV



*HQHUDOGXWLHVRIDSSURYHGUHJXODWRUV


$SSURYHGUHJXODWRUpVGXW\WRSURPRWHWKHUHJXODWRU\REMHFWLYHVHWF


,QGLVFKDUJLQJLWVUHJXODWRU\IXQFWLRQV ZKHWKHULQFRQQHFWLRQZLWKDUHVHUYHG
OHJDO DFWLYLW\ RU RWKHUZLVH  DQ DSSURYHG UHJXODWRU PXVW FRPSO\ ZLWK WKH
UHTXLUHPHQWVRIWKLVVHFWLRQ



7KHDSSURYHGUHJXODWRUPXVWVRIDUDVLVUHDVRQDEO\SUDFWLFDEOHDFWLQDZD\u
D ZKLFKLVFRPSDWLEOHZLWKWKHUHJXODWRU\REMHFWLYHVDQG
E ZKLFK WKH DSSURYHG UHJXODWRU FRQVLGHUV PRVW DSSURSULDWH IRU WKH
SXUSRVHRIPHHWLQJWKRVHREMHFWLYHV



7KHDSSURYHGUHJXODWRUPXVWKDYHUHJDUGWRu
D WKHSULQFLSOHVXQGHUZKLFKUHJXODWRU\DFWLYLWLHVVKRXOGEHWUDQVSDUHQW
DFFRXQWDEOH SURSRUWLRQDWH FRQVLVWHQW DQG WDUJHWHG RQO\ DW FDVHV LQ
ZKLFKDFWLRQLVQHHGHGDQG
E DQ\ RWKHU SULQFLSOH DSSHDULQJ WR LW WR UHSUHVHQW WKH EHVW UHJXODWRU\
SUDFWLFH

'UDIW%LOO









/HJDO6HUYLFHV%LOO
3DUWu5HJXODWLRQRIDSSURYHGUHJXODWRUV

3HUIRUPDQFHWDUJHWV


3HUIRUPDQFHWDUJHWVDQGPRQLWRULQJ


7KH%RDUGPD\u
D VHWRQHRUPRUHSHUIRUPDQFHWDUJHWVUHODWLQJWRWKHSHUIRUPDQFHE\D
SDUWLFXODUDSSURYHGUHJXODWRURIDQ\RILWVUHJXODWRU\IXQFWLRQVRU
E GLUHFWDQDSSURYHGUHJXODWRUWRVHW RQHRU PRUHSHUIRUPDQFH WDUJHWV
UHODWLQJ WR WKH SHUIRUPDQFH E\ WKH DSSURYHG UHJXODWRU RI DQ\ RI LWV
UHJXODWRU\IXQFWLRQV



$ GLUHFWLRQ XQGHU VXEVHFWLRQ  E  PD\ LPSRVH FRQGLWLRQV ZLWK ZKLFK WKH
SHUIRUPDQFHWDUJHWVPXVWFRQIRUP



,QH[HUFLVLQJLWVUHJXODWRU\IXQFWLRQVDQDSSURYHGUHJXODWRUPXVWVHHNWRPHHW
DQ\SHUIRUPDQFHWDUJHWVHWIRURUE\LWXQGHUWKLVVHFWLRQ



7KH %RDUG PXVW SXEOLVK DQ\ WDUJHW VHW RU GLUHFWLRQ JLYHQ E\ LW XQGHU WKLV
VHFWLRQ



$QDSSURYHGUHJXODWRUPXVWSXEOLVKDQ\WDUJHWVHWE\LWSXUVXDQWWRDGLUHFWLRQ
XQGHUVXEVHFWLRQ  E 



7KH %RDUG PD\ WDNH VXFK VWHSV DV LW UHJDUGV DV DSSURSULDWH WR PRQLWRU WKH
H[WHQWWRZKLFKDQ\SHUIRUPDQFHWDUJHWVHWXQGHUWKLVVHFWLRQLVEHLQJRUKDV
EHHQPHW
'LUHFWLRQV











'LUHFWLRQV






:KHUHWKH%RDUGLVRIWKHRSLQLRQWKDWDQDSSURYHGUHJXODWRUKDVIDLOHGu
D WRSHUIRUPDQ\RILWVUHJXODWRU\IXQFWLRQVWRDQDGHTXDWHVWDQGDUG RU
DWDOO 
E WRPHHWDQ\SHUIRUPDQFHWDUJHWVHWXQGHUVHFWLRQ  D RU E 
F WRFRPSO\ZLWKDQ\UHTXLUHPHQWLPSRVHGRQLWE\RUXQGHUWKLV$FWRU
DQ\RWKHUHQDFWPHQW
G WRHQVXUHWKDWWKHH[HUFLVHRILWVUHJXODWRU\IXQFWLRQVLVQRWSUHMXGLFHG
E\ DQ\ IXQFWLRQV LW KDV LQ FRQQHFWLRQ ZLWK WKH UHSUHVHQWDWLRQ RU
SURPRWLRQRIWKHLQWHUHVWVRISHUVRQVUHJXODWHGE\LW
WKH%RDUGPD\GLUHFWWKHDSSURYHGUHJXODWRUWRWDNHVXFKVWHSVDVWKH%RDUG
FRQVLGHUVZLOOUHPHG\WKHIDLOXUHPLWLJDWHLWVHIIHFWRUSUHYHQWLWVUHFXUUHQFH
$GLUHFWLRQu
D PD\ RQO\ UHTXLUH DQ DSSURYHG UHJXODWRU WR WDNH VWHSV ZKLFK LW KDV
SRZHUWRWDNH
E PD\ UHTXLUH DQ DSSURYHG UHJXODWRU WR WDNH VWHSV ZLWK D YLHZ WR WKH
PRGLILFDWLRQRIDQ\SDUWRILWVUHJXODWRU\DUUDQJHPHQWV
7KH%RDUGPD\QRWH[HUFLVHLWVSRZHUVXQGHUWKLVVHFWLRQWRJLYHDGLUHFWLRQ
UHTXLULQJ DQ DSSURYHG UHJXODWRU WR WDNH VWHSV LQ UHVSHFW RI D VSHFLILF
GLVFLSOLQDU\FDVHRURWKHUVSHFLILFUHJXODWRU\SURFHHGLQJV DVRSSRVHGWRDOORU
DVSHFLILHGFODVVRIVXFKFDVHVRUSURFHHGLQJV 

'UDIW%LOO











/HJDO6HUYLFHV%LOO
3DUWu5HJXODWLRQRIDSSURYHGUHJXODWRUV



)RUWKHSXUSRVHVRIWKLVVHFWLRQDGLUHFWLRQWRWDNHVWHSVLQFOXGHVDGLUHFWLRQ
ZKLFK UHTXLUHV DQ DSSURYHG UHJXODWRU WR UHIUDLQ IURP WDNLQJ D SDUWLFXODU
FRXUVHRIDFWLRQ



7KHSRZHUWRJLYHDGLUHFWLRQLVVXEMHFWWRDQ\SURYLVLRQPDGHE\DQ\RWKHU
HQDFWPHQW



7KH %RDUG PD\ WDNH VXFK VWHSV DV LW UHJDUGV DV DSSURSULDWH WR PRQLWRU WKH
H[WHQWWRZKLFKDGLUHFWLRQLVEHLQJRUKDVEHHQFRPSOLHGZLWK



:KHUHWKH%RDUGUHYRNHVDGLUHFWLRQLWPXVWu
D JLYHWKHDSSURYHGUHJXODWRUWRZKRPWKHGLUHFWLRQZDVJLYHQQRWLFHRI
WKHUHYRFDWLRQDQG
E SXEOLVKWKDWQRWLFH







'LUHFWLRQVSURFHGXUH
6FKHGXOHPDNHVSURYLVLRQDERXWWKHSURFHGXUHZKLFKPXVWEHFRPSOLHGZLWK
EHIRUHDGLUHFWLRQLVJLYHQXQGHUVHFWLRQ



(QIRUFHPHQWRIGLUHFWLRQV





,IDWDQ\WLPHLWDSSHDUVWRWKH%RDUGWKDWDQDSSURYHGUHJXODWRUKDVIDLOHGWR
FRPSO\ ZLWK D GLUHFWLRQ JLYHQ XQGHU VHFWLRQ  WKH %RDUG PD\ PDNH DQ
DSSOLFDWLRQWRWKH+LJK&RXUWXQGHUWKLVVHFWLRQ



,I RQ DQ DSSOLFDWLRQ XQGHU WKLV VHFWLRQ WKH +LJK &RXUW GHFLGHV WKDW WKH
DSSURYHGUHJXODWRUKDVIDLOHGWRFRPSO\ZLWKWKHGLUHFWLRQLQTXHVWLRQLWPD\
RUGHUWKHDSSURYHGUHJXODWRUWRWDNHVXFKVWHSVDVWKH+LJK&RXUWGLUHFWVIRU
VHFXULQJWKDWWKHGLUHFWLRQLVFRPSOLHGZLWK



7KLV VHFWLRQ LV ZLWKRXW SUHMXGLFH WR WKH SRZHUV FRQIHUUHG RQ WKH %RDUG E\
VHFWLRQRU SRZHUVWRFHQVXUHRULPSRVHILQDQFLDOSHQDOWLHV 
&HQVXUH







3XEOLFFHQVXUH






7KLV VHFWLRQ DSSOLHV LI WKH %RDUG LV VDWLVILHG WKDW DQ DSSURYHG UHJXODWRU KDV
IDLOHGu
D WRSHUIRUPDQ\RILWVUHJXODWRU\IXQFWLRQVWRDQDGHTXDWHVWDQGDUG RU
DWDOO 
E WRPHHWDQ\SHUIRUPDQFHWDUJHWVHWXQGHUVHFWLRQ  D RU E 
F WRFRPSO\ZLWKDQ\GLUHFWLRQJLYHQE\WKH%RDUGXQGHUWKLV$FWRU
G WR FRPSO\ ZLWK DQ\ RWKHU UHTXLUHPHQW LPSRVHG RQ WKH DSSURYHG
UHJXODWRUE\RUXQGHUWKLV$FWRUDQ\RWKHUHQDFWPHQW
7KH%RDUGPD\SXEOLVKDVWDWHPHQWFHQVXULQJWKHDSSURYHGUHJXODWRUIRUWKDW
IDLOXUH
3XEOLFFHQVXUHSURFHGXUH



,IWKH%RDUGSURSRVHVWRSXEOLVKDVWDWHPHQWXQGHUVHFWLRQLQUHVSHFWRIDQ
DSSURYHGUHJXODWRULWPXVWJLYHQRWLFHWRWKHDSSURYHGUHJXODWRUu

'UDIW%LOO







/HJDO6HUYLFHV%LOO
3DUWu5HJXODWLRQRIDSSURYHGUHJXODWRUV

D
E
F

VWDWLQJWKDWWKH%RDUGSURSRVHVWRSXEOLVKVXFKDVWDWHPHQWDQGVHWWLQJ
RXWWKHWHUPVRIWKHSURSRVHGVWDWHPHQW
VSHFLI\LQJ WKH DFWV RU RPLVVLRQV ZKLFK LQ WKH %RDUGpV RSLQLRQ
FRQVWLWXWHWKHIDLOXUHLQUHVSHFWRIZKLFKWKHVWDWHPHQWLVSXEOLVKHGDQG
VSHFLI\LQJWKHWLPH QRWEHLQJHDUOLHUWKDQWKHHQGRIWKHSHULRGRI
GD\V EHJLQQLQJ ZLWK WKH GD\ RQ ZKLFK WKH QRWLFH LV JLYHQ WR WKH
DSSURYHGUHJXODWRU EHIRUHZKLFKUHSUHVHQWDWLRQVZLWKUHVSHFWWRWKH
SURSRVHGVWDWHPHQWPD\EHPDGH



%HIRUHSXEOLVKLQJWKHVWDWHPHQWWKH%RDUGPXVWFRQVLGHUDQ\UHSUHVHQWDWLRQV
ZKLFKDUHGXO\PDGH



%HIRUH YDU\LQJDQ\SURSRVHGVWDWHPHQWVHWRXWLQ DQRWLFHXQGHU VXEVHFWLRQ
 D WKH%RDUGPXVWJLYHQRWLFHWRWKHDSSURYHGUHJXODWRUu
D VHWWLQJRXWWKHSURSRVHGYDULDWLRQDQGWKHUHDVRQVIRULWDQG
E VSHFLI\LQJWKHWLPH QRWEHLQJHDUOLHUWKDQWKHHQGRIWKHSHULRGRI
GD\V EHJLQQLQJ ZLWK WKH GD\ RQ ZKLFK WKH QRWLFH LV JLYHQ WR WKH
DSSURYHGUHJXODWRU EHIRUHZKLFKUHSUHVHQWDWLRQVZLWKUHVSHFWWRWKH
SURSRVHGYDULDWLRQPD\EHPDGH







%HIRUH YDU\LQJ WKH SURSRVDO WKH %RDUG PXVW FRQVLGHU DQ\ UHSUHVHQWDWLRQV
ZKLFKDUHGXO\PDGH
)LQDQFLDOSHQDOWLHV







)LQDQFLDOSHQDOWLHV


7KLV VHFWLRQ DSSOLHV LI WKH %RDUG LV VDWLVILHG WKDW DQ DSSURYHG UHJXODWRU KDV
IDLOHGu
D WRSHUIRUPDQ\RILWVUHJXODWRU\IXQFWLRQVWRDQDGHTXDWHVWDQGDUG RU
DWDOO 
E WRPHHWDQ\SHUIRUPDQFHWDUJHWVHWXQGHUVHFWLRQ  D RU E 
F WRFRPSO\ZLWKDQ\GLUHFWLRQJLYHQE\WKH%RDUGXQGHUWKLV$FWRU
G WR FRPSO\ ZLWK DQ\ RWKHU UHTXLUHPHQW LPSRVHG RQ WKH DSSURYHG
UHJXODWRUE\RUXQGHUWKLV$FW



7KH%RDUGPD\LPSRVHRQWKHDSSURYHGUHJXODWRUDSHQDOW\LQUHVSHFWRIWKH
IDLOXUH RI VXFK DPRXQW DV LW FRQVLGHUV DSSURSULDWH EXW QRW H[FHHGLQJ WKH
PD[LPXPDPRXQWSUHVFULEHGXQGHUVXEVHFWLRQ  



7KH %RDUG PXVW PDNH UXOHV SUHVFULELQJ WKH PD[LPXP DPRXQW RI D SHQDOW\
ZKLFKPD\EHLPSRVHGXQGHUWKLVVHFWLRQ



5XOHVPD\RQO\EHPDGHXQGHUVXEVHFWLRQ  ZLWKWKHFRQVHQWRIWKH6HFUHWDU\
RI6WDWH



$SHQDOW\XQGHUWKLVVHFWLRQLVSD\DEOHWRWKH%RDUG



)RUWKHSXUSRVHVRIWKLVVHFWLRQDQGVHFWLRQVWRUHIHUHQFHVWRDQDSSURYHG
UHJXODWRUDUHWRDERG\ZKLFKZDVDQDSSURYHGUHJXODWRUDWWKHWLPHWKHIDLOXUH
ZLWKLQVXEVHFWLRQ  D WR G RFFXUUHG ZKHWKHURUQRWWKHERG\VXEVHTXHQWO\
FHDVHGWREHDQDSSURYHGUHJXODWRU 



,QVHFWLRQVWRUHIHUHQFHVWRDqSHQDOW\rDUHWRDSHQDOW\XQGHUWKLVVHFWLRQ

'UDIW%LOO











/HJDO6HUYLFHV%LOO
3DUWu5HJXODWLRQRIDSSURYHGUHJXODWRUV



)LQDQFLDOSHQDOWLHVSURFHGXUH


,IWKH%RDUGSURSRVHVWRLPSRVHDSHQDOW\RQDQDSSURYHGUHJXODWRULWPXVW
JLYHQRWLFHWRWKHDSSURYHGUHJXODWRUu
D VWDWLQJWKDWWKH%RDUGSURSRVHVWRLPSRVHDSHQDOW\DQGWKHDPRXQWRI
WKHSHQDOW\SURSRVHGWREHLPSRVHG
E VSHFLI\LQJ WKH DFWV RU RPLVVLRQV ZKLFK LQ WKH %RDUGpV RSLQLRQ
FRQVWLWXWHWKHIDLOXUHLQTXHVWLRQ
F VSHFLI\LQJ WKH RWKHU IDFWV ZKLFK LQ WKH %RDUGpV RSLQLRQ MXVWLI\ WKH
LPSRVLWLRQRIDSHQDOW\DQGWKHDPRXQWRIWKHSHQDOW\DQG
G VSHFLI\LQJWKHWLPH QRWEHLQJHDUOLHUWKDQWKHHQGRIWKHSHULRGRI
GD\VEHJLQQLQJZLWKWKHGD\RQZKLFKWKHQRWLFHLVSXEOLVKHGXQGHU
VXEVHFWLRQ   EHIRUH ZKLFK UHSUHVHQWDWLRQV ZLWK UHVSHFW WR WKH
SURSRVHGSHQDOW\PD\EHPDGH



%HIRUHLPSRVLQJDSHQDOW\RQDQDSSURYHGUHJXODWRUWKH%RDUGPXVWFRQVLGHU
DQ\UHSUHVHQWDWLRQVZKLFKDUHGXO\PDGH



:KHUHWKH%RDUGSURSRVHVWRYDU\WKHDPRXQWRIDSURSRVHGSHQDOW\VWDWHGLQ
DQRWLFHXQGHUVXEVHFWLRQ  D WKH%RDUGPXVWJLYHQRWLFHWRWKHDSSURYHG
UHJXODWRUu
D VHWWLQJRXWWKHSURSRVHGYDULDWLRQDQGWKHUHDVRQVIRULWDQG
E VSHFLI\LQJWKHWLPH QRWEHLQJHDUOLHUWKDQWKHHQGRIWKHSHULRGRI
GD\VEHJLQQLQJZLWKWKHGD\RQZKLFKWKHQRWLFHLVSXEOLVKHGXQGHU
VXEVHFWLRQ   EHIRUH ZKLFK UHSUHVHQWDWLRQV ZLWK UHVSHFW WR WKH
SURSRVHGYDULDWLRQPD\EHPDGH



%HIRUH YDU\LQJ WKH SURSRVDO WKH %RDUG PXVW FRQVLGHU DQ\ UHSUHVHQWDWLRQV
ZKLFKDUHGXO\PDGH



$VVRRQDVSUDFWLFDEOHDIWHULPSRVLQJDSHQDOW\WKH%RDUGPXVWJLYHQRWLFHWR
WKHDSSURYHGUHJXODWRUu
D VWDWLQJWKDWLWKDVLPSRVHGDSHQDOW\RQWKHDSSURYHGUHJXODWRUDQGLWV
DPRXQW
E VSHFLI\LQJ WKH DFWV RU RPLVVLRQV ZKLFK LQ WKH %RDUGpV RSLQLRQ
FRQVWLWXWHWKHIDLOXUHLQTXHVWLRQ
F VSHFLI\LQJ WKH RWKHU IDFWV ZKLFK LQ WKH %RDUGpV RSLQLRQ MXVWLI\ WKH
LPSRVLWLRQRIWKHSHQDOW\DQGLWVDPRXQWDQG
G VSHFLI\LQJDWLPH QRWEHLQJHDUOLHUWKDQWKHHQGRIWKHSHULRGRIGD\V
EHJLQQLQJZLWKWKHGD\RQZKLFKWKHQRWLFHLVJLYHQWRWKHDSSURYHG
UHJXODWRU EHIRUHZKLFKWKHSHQDOW\LVUHTXLUHGWREHSDLG



7KHDSSURYHGUHJXODWRUPD\ZLWKLQWKHSHULRGRIGD\VEHJLQQLQJZLWKWKH
GD\RQZKLFKLWLVJLYHQWKHQRWLFHXQGHUVXEVHFWLRQ  PDNHDQDSSOLFDWLRQ
WRWKH%RDUGIRULWWRVSHFLI\GLIIHUHQWWLPHVE\ZKLFKGLIIHUHQWSRUWLRQVRIWKH
SHQDOW\DUHWREHSDLG



,I DQ DSSOLFDWLRQ LV PDGH XQGHU VXEVHFWLRQ   LQ UHODWLRQ WR D SHQDOW\ WKH
SHQDOW\LVQRWUHTXLUHGWREHSDLGXQWLOWKHDSSOLFDWLRQKDVEHHQGHWHUPLQHG



7KH%RDUGPXVWSXEOLVKDQ\QRWLFHJLYHQXQGHUWKLVVHFWLRQ



















$SSHDOVDJDLQVWILQDQFLDOSHQDOWLHV


,IWKHDSSURYHGUHJXODWRURQZKRPDSHQDOW\LVLPSRVHGLVDJJULHYHGE\u
D WKHLPSRVLWLRQRIWKHSHQDOW\

'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu5HJXODWLRQRIDSSURYHGUHJXODWRUV

E
F

WKHDPRXQWRIWKHSHQDOW\RU
WKHWLPHE\ZKLFKWKHSHQDOW\LVUHTXLUHGWREHSDLGRUWKHGLIIHUHQW
WLPHVE\ZKLFKGLIIHUHQWSRUWLRQVRIWKHSHQDOW\DUHUHTXLUHGWREHSDLG
WKH DSSURYHG UHJXODWRU PD\ PDNH DQ DSSOLFDWLRQ WR WKH FRXUW XQGHU WKLV
VHFWLRQ






$QDSSOLFDWLRQXQGHUVXEVHFWLRQ  PXVWEHPDGHu
D ZLWKLQWKHSHULRGRIGD\VEHJLQQLQJZLWKWKHGD\RQZKLFKWKHQRWLFH
XQGHUVHFWLRQ  LVJLYHQWRWKHDSSURYHGUHJXODWRULQUHVSHFWRIWKH
SHQDOW\RU
E ZKHUH WKH DSSOLFDWLRQ UHODWHV WR D GHFLVLRQ RI WKH %RDUG RQ DQ
DSSOLFDWLRQE\WKHDSSURYHGUHJXODWRUXQGHUVHFWLRQ  ZLWKLQWKH
SHULRG RI  GD\V EHJLQQLQJ ZLWK WKH GD\ RQ ZKLFK WKH DSSURYHG
UHJXODWRULVQRWLILHGRIWKHGHFLVLRQ
2QDQ\VXFKDSSOLFDWLRQZKHUHWKHFRXUWFRQVLGHUVLWDSSURSULDWHWRGRVRLQ
DOOWKHFLUFXPVWDQFHVRIWKHFDVHDQGLVVDWLVILHGRIRQHRUPRUHRIWKHDSSHDO
JURXQGVWKHFRXUWPD\u
D TXDVKWKHSHQDOW\
E VXEVWLWXWH D SHQDOW\ RI VXFK OHVVHU DPRXQW DV WKH FRXUW FRQVLGHUV
DSSURSULDWHRU
F LQWKHFDVHRIDQDSSOLFDWLRQXQGHUVXEVHFWLRQ  F VXEVWLWXWHIRUWKH
WLPHRUWLPHVLPSRVHGE\WKH%RDUGDQDOWHUQDWLYHWLPHRUWLPHV
7KHDSSHDOJURXQGVDUHu
D WKDW WKH LPSRVLWLRQ RI WKH SHQDOW\ ZDV QRW ZLWKLQ WKH SRZHU RI WKH
%RDUGXQGHUVHFWLRQ
E WKDWDQ\RIWKHUHTXLUHPHQWVRIVHFWLRQKDYHQRWEHHQFRPSOLHGZLWK
LQ UHODWLRQ WR WKH LPSRVLWLRQ RI WKH SHQDOW\ DQG WKH LQWHUHVWV RI WKH
DSSURYHG UHJXODWRU KDYH EHHQ VXEVWDQWLDOO\ SUHMXGLFHG E\ WKH QRQ
FRPSOLDQFH
F WKDWLWZDVXQUHDVRQDEOHRIWKH%RDUGWRUHTXLUHWKHSHQDOW\LPSRVHGRU
DQ\ SRUWLRQ RI LW WR EH SDLG E\ WKH WLPH RU WLPHV E\ ZKLFK LW ZDV
UHTXLUHGWREHSDLG



:KHUH WKH FRXUW VXEVWLWXWHV D SHQDOW\ RI D OHVVHU DPRXQW LW PD\ UHTXLUH WKH
SD\PHQWRILQWHUHVWRQWKHVXEVWLWXWHGSHQDOW\DWVXFKUDWHDQGIURPVXFKWLPH
DVLWFRQVLGHUVMXVWDQGHTXLWDEOH



:KHUHWKHFRXUWVSHFLILHVDVDWLPHE\ZKLFKWKHSHQDOW\RUDSRUWLRQRIWKH
SHQDOW\LVWREHSDLGDWLPHEHIRUHWKHGHWHUPLQDWLRQRIWKHDSSOLFDWLRQXQGHU
WKLVVHFWLRQLWPD\UHTXLUHWKHSD\PHQWRILQWHUHVWRQWKHSHQDOW\RUSRUWLRQ
IURPWKDWWLPHDWVXFKUDWHDVLWFRQVLGHUVMXVWDQGHTXLWDEOH



([FHSW DV SURYLGHG E\ WKLV VHFWLRQ WKH YDOLGLW\ RI D SHQDOW\ LV QRW WR EH
TXHVWLRQHGE\DQ\OHJDOSURFHHGLQJVZKDWHYHU



,QWKLVVHFWLRQqWKHFRXUWrPHDQVWKH+LJK&RXUW



















5HFRYHU\RIILQDQFLDOSHQDOWLHV


,I WKH ZKROH RU DQ\ SDUW RI D SHQDOW\ LV QRW SDLG E\ WKH WLPH E\ ZKLFK LW LV
UHTXLUHGWREHSDLGWKHXQSDLGEDODQFHIURPWLPHWRWLPHFDUULHVLQWHUHVWDWWKH
UDWHIRUWKHWLPHEHLQJVSHFLILHGLQVHFWLRQRIWKH-XGJPHQWV$FW F  

'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu5HJXODWLRQRIDSSURYHGUHJXODWRUV



,IDQDSSOLFDWLRQLVPDGHXQGHUVHFWLRQLQUHODWLRQWRDSHQDOW\WKHSHQDOW\
LV QRW UHTXLUHG WR EH SDLG XQWLO WKH DSSOLFDWLRQ KDV EHHQ GHWHUPLQHG RU
ZLWKGUDZQ



,IWKH%RDUGJUDQWVDQDSSOLFDWLRQXQGHUVXEVHFWLRQ  RIVHFWLRQLQUHODWLRQ
WRDSHQDOW\EXWDQ\SRUWLRQRIWKHSHQDOW\LVQRWSDLGE\WKHWLPHVSHFLILHGLQ
UHODWLRQ WR LW E\ WKH %RDUG XQGHU WKDW VXEVHFWLRQ WKH %RDUG PD\ ZKHUH LW
FRQVLGHUVLWDSSURSULDWHUHTXLUHVRPXFKRIWKHSHQDOW\DVKDVQRWDOUHDG\EHHQ
SDLGWREHSDLGLPPHGLDWHO\



:KHUHDSHQDOW\RUDQ\SRUWLRQRILWKDVQRWEHHQSDLGE\WKHWLPHZKHQLWLV
UHTXLUHGWREHSDLGDQGu
D QRDSSOLFDWLRQUHODWLQJWRWKHSHQDOW\KDVEHHQPDGHXQGHUVHFWLRQ
GXULQJWKHSHULRGZLWKLQZKLFKVXFKDQDSSOLFDWLRQFDQEHPDGHRU
E DQ DSSOLFDWLRQ KDV EHHQ PDGH XQGHU WKDW VHFWLRQ DQG GHWHUPLQHG RU
ZLWKGUDZQ
WKH%RDUGPD\UHFRYHUIURPWKHDSSURYHGUHJXODWRUDVDGHEWGXHWRWKH%RDUG
DQ\RIWKHSHQDOW\DQGDQ\LQWHUHVWZKLFKKDVQRWEHHQSDLG







,QWHUYHQWLRQ


,QWHUYHQWLRQGLUHFWLRQV






7KH %RDUG PD\ JLYH DQ DSSURYHG UHJXODWRU DQ LQWHUYHQWLRQ GLUHFWLRQ LQ
UHODWLRQWRDQ\RIWKHDSSURYHGUHJXODWRUpVUHJXODWRU\IXQFWLRQVLIWKH%RDUGLV
VDWLVILHGu
D WKDWRQHRUPRUHRIWKHLQWHUYHQWLRQFRQGLWLRQVDUHPHWLQUHVSHFWRIWKH
DSSURYHGUHJXODWRUDQG
E WKDWLQDOOWKHFLUFXPVWDQFHVRIWKHFDVHLWLVDSSURSULDWHWRJLYHWKH
LQWHUYHQWLRQGLUHFWLRQ
$QLQWHUYHQWLRQGLUHFWLRQLQUHODWLRQWRDUHJXODWRU\IXQFWLRQRIDQDSSURYHG
UHJXODWRULVDGLUHFWLRQu
D WKDWWKHUHJXODWRU\IXQFWLRQLVWREHH[HUFLVHGE\WKH%RDUGRUDSHUVRQ
QRPLQDWHGE\LWDQG
E WKDWWKHDSSURYHGUHJXODWRUPXVWFRPSO\ZLWKDQ\LQVWUXFWLRQVRIWKH
%RDUGRULWVQRPLQHHLQUHODWLRQWRWKHH[HUFLVHRIWKHIXQFWLRQ
7KHLQWHUYHQWLRQFRQGLWLRQVDUHu
D WKDWWKHDSSURYHGUHJXODWRUKDVIDLOHGWRSHUIRUPDQ\RILWVUHJXODWRU\
IXQFWLRQVWRDQDGHTXDWHVWDQGDUG RUDWDOO 
E WKDWWKHDSSURYHGUHJXODWRUKDVIDLOHGWRFRPSO\ZLWKDQ\UHTXLUHPHQW
LPSRVHGRQWKHDSSURYHGUHJXODWRUE\RUXQGHUWKLV$FWRUDQ\RWKHU
HQDFWPHQW
F WKDWWKHFLUFXPVWDQFHVDUHVXFKWKDWLIWKHERG\ZHUHQRZWRPDNHDQ
DSSOLFDWLRQXQGHU3DUWRI6FKHGXOH DSSOLFDWLRQIRUGHVLJQDWLRQDV
DSSURYHG UHJXODWRU  LQ UHVSHFW RI WKH GHVLJQDWHG DFWLYLWLHV RU DQ\ RI
WKHPLWVDSSOLFDWLRQZRXOGEHUHMHFWHG
G WKDW WKH DSSURYHG UHJXODWRU LV D OLFHQVLQJ DXWKRULW\ DQG WKH
FLUFXPVWDQFHV DUH VXFK WKDW LI WKH ERG\ ZHUH QRZ WR PDNH DQ
DSSOLFDWLRQXQGHU3DUWRI6FKHGXOH DSSOLFDWLRQIRUGHVLJQDWLRQDV
DOLFHQVLQJDXWKRULW\ LQUHVSHFWRIWKHGHVLJQDWHGDFWLYLWLHVRUDQ\RI
WKHPLWVDSSOLFDWLRQZRXOGEHUHMHFWHG

'UDIW%LOO















/HJDO6HUYLFHV%LOO
3DUWu5HJXODWLRQRIDSSURYHGUHJXODWRUV



7KH %RDUG PD\ QRW GHWHUPLQH WKDW LWLV DSSURSULDWH WR JLYH WKH LQWHUYHQWLRQ
GLUHFWLRQXQOHVVLWLVVDWLVILHGWKDWWKHDSSURYHGUHJXODWRUpVIDLOXUHVFDQQRWEH
DGHTXDWHO\DGGUHVVHGE\WKH%RDUGH[HUFLVLQJWKHSRZHUVDYDLODEOHWRLWXQGHU
VHFWLRQVWR



,QWKLVVHFWLRQqWKHGHVLJQDWHGDFWLYLWLHVru
D LQ VXEVHFWLRQ  F  PHDQV WKH UHVHUYHG OHJDO DFWLYLW\ RU DFWLYLWLHV LQ
UHODWLRQWRZKLFKWKHDSSURYHGUHJXODWRULVGHVLJQDWHGDVDQDSSURYHG
UHJXODWRUDQG
E LQ VXEVHFWLRQ  G  PHDQV WKH UHVHUYHG OHJDO DFWLYLW\ RU DFWLYLWLHV LQ
UHODWLRQWRZKLFKWKHDSSURYHGUHJXODWRULVGHVLJQDWHGDVDOLFHQVLQJ
DXWKRULW\







3DUW  RI 6FKHGXOH  PDNHV SURYLVLRQ DERXW WKH SURFHGXUH ZKLFK PXVW EH
FRPSOLHG ZLWK EHIRUH DQ LQWHUYHQWLRQ GLUHFWLRQ LV JLYHQ DQG WKH PDQQHU LQ
ZKLFKVXFKDGLUHFWLRQLVWREHJLYHQ
,QWHUYHQWLRQGLUHFWLRQVIXUWKHUSURYLVLRQ



7KLVVHFWLRQDSSOLHVZKHUHDQLQWHUYHQWLRQGLUHFWLRQKDVHIIHFWLQUHVSHFWRID
IXQFWLRQRIDQDSSURYHGUHJXODWRU



7KHDSSURYHGUHJXODWRUPXVWJLYHWKHVSHFLILHGSHUVRQDOOVXFKDVVLVWDQFHLQ
FRQQHFWLRQZLWKWKHSURSRVHGH[HUFLVHRIWKHIXQFWLRQE\WKHVSHFLILHGSHUVRQ
LQSXUVXDQFHRIWKHGLUHFWLRQDVWKHDSSURYHGUHJXODWRULVUHDVRQDEO\DEOHWR
JLYH



7KHVSHFLILHGSHUVRQLVLQWKHH[HUFLVHRIWKHIXQFWLRQWRZKLFKWKHGLUHFWLRQ
UHODWHVHQWLWOHGWRH[HUFLVHWKHSRZHUVFRQIHUUHGE\VXEVHFWLRQV  DQG  



7KHVSHFLILHGSHUVRQKDVDWDOOUHDVRQDEOHWLPHVu
D DULJKWRIHQWU\WRWKHSUHPLVHVRIWKHDSSURYHGUHJXODWRUDQG
E DULJKWWRLQVSHFWDQGWDNHFRSLHVRIDQ\UHFRUGVRURWKHUGRFXPHQWV
NHSWE\WKHDSSURYHGUHJXODWRUDQGDQ\RWKHUGRFXPHQWVFRQWDLQLQJ
LQIRUPDWLRQ UHODWLQJ WR WKH DSSURYHG UHJXODWRU ZKLFK WKH VSHFLILHG
SHUVRQFRQVLGHUVUHOHYDQWWRWKHH[HUFLVHRIWKHIXQFWLRQ



,QH[HUFLVLQJWKHULJKWWRLQVSHFWUHFRUGVRURWKHUGRFXPHQWVXQGHUVXEVHFWLRQ
 WKHVSHFLILHGSHUVRQu
D LV HQWLWOHG DW DQ\ UHDVRQDEOH WLPH WR KDYH DFFHVV WR DQG LQVSHFW DQG
FKHFNWKHRSHUDWLRQRIDQ\FRPSXWHUDQGDQ\DVVRFLDWHGDSSDUDWXVRU
PDWHULDOZKLFKLVRUKDVEHHQLQXVHLQFRQQHFWLRQZLWKWKHUHFRUGVRU
RWKHUGRFXPHQWVLQTXHVWLRQDQG
E PD\UHTXLUHu
L WKHSHUVRQE\ZKRPRURQZKRVHEHKDOIWKHFRPSXWHULVRUKDV
EHHQVRXVHGRU
LL DQ\SHUVRQKDYLQJFKDUJHRIRURWKHUZLVHFRQFHUQHGZLWKWKH
RSHUDWLRQRIWKHFRPSXWHUDSSDUDWXVRUPDWHULDO
WRDIIRUGWKHVSHFLILHGSHUVRQVXFKDVVLVWDQFHDVWKHVSHFLILHGSHUVRQ
PD\ UHDVRQDEO\ UHTXLUH LQFOXGLQJ LQ SDUWLFXODU WKH PDNLQJ RI
LQIRUPDWLRQDYDLODEOHIRULQVSHFWLRQRUFRS\LQJLQDOHJLEOHIRUP 





,QWKLVVHFWLRQqWKHVSHFLILHGSHUVRQrPHDQVWKH%RDUGRUZKHUHDSHUVRQZDV
QRPLQDWHGE\LWDVPHQWLRQHGLQVHFWLRQ  WKDWSHUVRQ

'UDIW%LOO

















/HJDO6HUYLFHV%LOO
3DUWu5HJXODWLRQRIDSSURYHGUHJXODWRUV





,Q WKLV VHFWLRQ UHIHUHQFHV WR WKH VSHFLILHG SHUVRQ LQFOXGH D UHIHUHQFH WR DQ\
SHUVRQDVVLVWLQJWKHVSHFLILHGSHUVRQLQWKHSHUIRUPDQFHRIWKHIXQFWLRQ
,QWHUYHQWLRQGLUHFWLRQVHQIRUFHPHQW







,IDWDQ\WLPHLWDSSHDUVWRWKH%RDUGu
D WKDW DQ DSSURYHG UHJXODWRU KDV IDLOHG WR FRPSO\ ZLWK DQ REOLJDWLRQ
LPSRVHGRQLWE\RUE\YLUWXHRIDQLQWHUYHQWLRQGLUHFWLRQRUE\VHFWLRQ
RU
E D SHUVRQ KDV IDLOHG WR FRPSO\ ZLWK D UHTXLUHPHQW LPSRVHG XQGHU
VHFWLRQ  E 
WKH%RDUGPD\PDNHDQDSSOLFDWLRQWRWKH+LJK&RXUWXQGHUWKLVVHFWLRQ



,IRQDQDSSOLFDWLRQXQGHUVXEVHFWLRQ  D RU E WKH+LJK&RXUWGHFLGHVWKDW
WKHDSSURYHGUHJXODWRURUSHUVRQKDVIDLOHGWRFRPSO\ZLWKWKHREOLJDWLRQRU
UHTXLUHPHQWLQTXHVWLRQLWPD\RUGHUWKHDSSURYHGUHJXODWRURUSHUVRQWRWDNH
VXFK VWHSV DV WKH +LJK &RXUW GLUHFWV IRU VHFXULQJ WKDW WKH REOLJDWLRQ RU
UHTXLUHPHQWLVFRPSOLHGZLWK





5HYRFDWLRQRIDQLQWHUYHQWLRQGLUHFWLRQ


$Q LQWHUYHQWLRQ GLUHFWLRQ KDV HIIHFW XQWLO VXFK WLPH DV LW LV UHYRNHG E\ WKH
%RDUG ZKHWKHURQWKHDSSOLFDWLRQRIWKHDSSURYHGUHJXODWRURURWKHUZLVH 



3DUW  RI 6FKHGXOH  PDNHV SURYLVLRQ DERXW WKH SURFHGXUH ZKLFK PXVW EH
FRPSOLHGZLWKEHIRUHDQLQWHUYHQWLRQGLUHFWLRQLVUHYRNHGDQGWKHPDQQHULQ
ZKLFKQRWLFHRIWKHUHYRFDWLRQLVWREHJLYHQ



&DQFHOODWLRQRIDSSURYDO


&DQFHOODWLRQRIGHVLJQDWLRQDVDSSURYHGUHJXODWRU


7KH 6HFUHWDU\ RI 6WDWH PD\ E\ RUGHU FDQFHO D ERG\pV GHVLJQDWLRQ DV DQ
DSSURYHGUHJXODWRUu
D LQUHODWLRQWRDOOWKHUHVHUYHGOHJDODFWLYLWLHVLQUHODWLRQWRZKLFKLWLVDQ
DSSURYHGUHJXODWRURU
E LQUHODWLRQWRRQHRUPRUHEXWQRWDOORIWKRVHUHVHUYHGOHJDODFWLYLWLHV
ZLWKHIIHFWIURPDGDWHVSHFLILHGLQWKHRUGHU



%XW WKH 6HFUHWDU\ RI 6WDWH PD\ RQO\ PDNH DQ RUGHU XQGHU VXEVHFWLRQ   LQ
DFFRUGDQFHZLWKDUHFRPPHQGDWLRQPDGHE\WKH%RDUGXQGHUVXEVHFWLRQ  RU




7KH %RDUG PXVW UHFRPPHQG WKDW DQ RUGHU LV PDGH FDQFHOOLQJ D ERG\pV
GHVLJQDWLRQDVDQDSSURYHGUHJXODWRULQUHODWLRQWRRQHRUPRUHUHVHUYHGOHJDO
DFWLYLWLHVLIu
D WKHERG\DSSOLHVWRWKH%RDUGIRUVXFKDUHFRPPHQGDWLRQWREHPDGH
E WKHDSSOLFDWLRQLVPDGHLQVXFKIRUPDQGPDQQHUDVPD\EHSUHVFULEHG
E\UXOHVPDGHE\WKH%RDUGDQGLVDFFRPSDQLHGE\WKHSUHVFULEHGIHH
DQG
F WKH ERG\ SXEOLVKHV D QRWLFH JLYLQJ GHWDLOV RI WKH DSSOLFDWLRQ LQ
DFFRUGDQFHZLWKVXFKUHTXLUHPHQWVDVPD\EHVSHFLILHGLQUXOHVPDGH
E\WKH%RDUG

'UDIW%LOO











/HJDO6HUYLFHV%LOO
3DUWu5HJXODWLRQRIDSSURYHGUHJXODWRUV



,QWKLVVHFWLRQqWKHSUHVFULEHGIHHrLQUHODWLRQWRDQDSSOLFDWLRQPHDQVWKHIHH
VSHFLILHGLQRUGHWHUPLQHGLQDFFRUGDQFHZLWKUXOHVPDGHE\WKH%RDUGZLWK
WKHFRQVHQWRIWKH6HFUHWDU\RI6WDWH



7KH %RDUG PD\ UHFRPPHQG WKDW DQ RUGHU LV PDGH FDQFHOOLQJ D ERG\pV
GHVLJQDWLRQDVDQDSSURYHGUHJXODWRULQUHODWLRQWRRQHRUPRUHUHVHUYHGOHJDO
DFWLYLWLHVLILWLVVDWLVILHGu
D WKDWRQHRUPRUHRIWKHFDQFHOODWLRQFRQGLWLRQVDUHPHWLQUHVSHFWRIWKH
DSSURYHGUHJXODWRUDQG
E WKDWLQDOOWKHFLUFXPVWDQFHVRIWKHFDVHLWLVDSSURSULDWHWRFDQFHOWKH
ERG\pVGHVLJQDWLRQLQUHODWLRQWRWKHDFWLYLW\RUDFWLYLWLHVLQTXHVWLRQ



7KHFDQFHOODWLRQFRQGLWLRQVDUHu
D WKDWWKHDSSURYHGUHJXODWRUKDVIDLOHGWRSHUIRUPDQ\RILWVUHJXODWRU\
IXQFWLRQVWRDQDGHTXDWHVWDQGDUG RUDWDOO 
E WKDWWKHDSSURYHGUHJXODWRUKDVIDLOHGWRFRPSO\ZLWKDQ\UHTXLUHPHQW
LPSRVHGRQWKHDSSURYHGUHJXODWRUE\RUXQGHUWKLV$FWRUDQ\RWKHU
HQDFWPHQW
F WKDWWKHFLUFXPVWDQFHVDUHVXFKWKDWLIWKHERG\ZHUHQRZWRPDNHDQ
DSSOLFDWLRQXQGHU3DUWRI6FKHGXOH DSSOLFDWLRQIRUGHVLJQDWLRQDV
DSSURYHGUHJXODWRU LQUHVSHFWRIWKHDFWLYLW\RUDFWLYLWLHVLQTXHVWLRQ
LWVDSSOLFDWLRQZRXOGEHUHMHFWHG



7KH %RDUG PD\ QRW GHWHUPLQH WKDW LW LV DSSURSULDWH WR FDQFHO D ERG\pV
GHVLJQDWLRQLQUHODWLRQWRDQDFWLYLW\RUDFWLYLWLHVXQOHVVLWLVVDWLVILHGWKDWWKH
DSSURYHG UHJXODWRUpV IDLOXUHV FDQQRW EH DGHTXDWHO\ DGGUHVVHG E\ WKH %RDUG
H[HUFLVLQJWKHSRZHUVDYDLODEOHWRLWXQGHUVHFWLRQVWR



6FKHGXOH  PDNHV IXUWKHU SURYLVLRQ DERXW WKH PDNLQJ RI UHFRPPHQGDWLRQV
XQGHUVXEVHFWLRQ  



,I WKH 6HFUHWDU\ RI 6WDWH GHFLGHV QRW WR PDNH DQ RUGHU LQ UHVSRQVH WR D
UHFRPPHQGDWLRQPDGHXQGHUVXEVHFWLRQ  RU  WKH6HFUHWDU\RI6WDWHPXVW
JLYHWRWKH%RDUGQRWLFHRIWKHGHFLVLRQDQGWKHUHDVRQVIRULW













7KH6HFUHWDU\RI6WDWHPXVWSXEOLVKDQRWLFHJLYHQXQGHUVXEVHFWLRQ  





7KH%RDUGPD\QRWPDNHDUHFRPPHQGDWLRQXQGHUVXEVHFWLRQ  LQUHVSHFWRI
DERG\pVGHVLJQDWLRQDVDQDSSURYHGUHJXODWRULQUHODWLRQWRDUHVHUYHGOHJDO
DFWLYLW\DWDQ\WLPHZKHQE\YLUWXHRI3DUWRI6FKHGXOH SURWHFWLRQRIULJKWV
GXULQJDWUDQVLWLRQDOSHULRG DQ\SHUVRQLVEHLQJWUHDWHGDVDXWKRULVHGE\WKH
ERG\WRFDUU\RQWKDWDFWLYLW\





6XSSOHPHQWDU\SURYLVLRQUHODWLQJWRFDQFHOODWLRQRIDGHVLJQDWLRQ


7KLVVHFWLRQDSSOLHVZKHUHDERG\ qWKHROGUHJXODWRUr KDVLWVGHVLJQDWLRQLQ
UHODWLRQWRRQHRUPRUHUHVHUYHGOHJDODFWLYLWLHVFDQFHOOHGE\DQRUGHUXQGHU
VHFWLRQ



7KH6HFUHWDU\RI6WDWHPD\E\RUGHUPDNHu
D VXFK PRGLILFDWLRQV RI SURYLVLRQV PDGH E\ RU XQGHU DQ\ HQDFWPHQW
LQFOXGLQJ WKLV $FW RU DQ\ HQDFWPHQW SDVVHG RU PDGH DIWHU WKLV $FW 
SUHURJDWLYHLQVWUXPHQWRURWKHULQVWUXPHQWRUGRFXPHQWDQG
E VXFKWUDQVLWLRQDORUFRQVHTXHQWLDOSURYLVLRQ
DVWKH6HFUHWDU\RI6WDWHFRQVLGHUVQHFHVVDU\RUH[SHGLHQWLQFRQVHTXHQFHRIWKH
FDQFHOODWLRQ

'UDIW%LOO







/HJDO6HUYLFHV%LOO
3DUWu5HJXODWLRQRIDSSURYHGUHJXODWRUV



7KH6HFUHWDU\RI6WDWHPD\E\RUGHUPDNHWUDQVIHUDUUDQJHPHQWV



q7UDQVIHU DUUDQJHPHQWVr DUH DUUDQJHPHQWV LQ DFFRUGDQFH ZLWK ZKLFK HDFK
SHUVRQDXWKRULVHGE\WKHROGUHJXODWRUZKRFRQVHQWVWRWKHDUUDQJHPHQWVLV
IURPWKHWLPHWKHFDQFHOODWLRQWDNHVHIIHFWWUHDWHGDVEHLQJDXWKRULVHGWRFDUU\
RQHDFKSURWHFWHGDFWLYLW\E\HLWKHUu
D DUHOHYDQWDSSURYHGUHJXODWRULQUHODWLRQWRWKHSURWHFWHGDFWLYLW\ZKR
FRQVHQWVWRWKHWUDQVIHUDUUDQJHPHQWVRU
E LIWKHUHLVQRVXFKDSSURYHGUHJXODWRUWKH%RDUGDFWLQJLQLWVFDSDFLW\
DVDUHOHYDQWDSSURYHGUHJXODWRULQUHODWLRQWRWKHSURWHFWHGDFWLYLW\E\
YLUWXHRIDQRUGHUPDGHXQGHUVHFWLRQ









7KHWUDQVIHUDUUDQJHPHQWVu
D PXVW PDNH VXFK SURYLVLRQ DV LV QHFHVVDU\ WR HQVXUH WKDW ZKHUH D
SHUVRQ LV WUHDWHG XQGHU WKRVH DUUDQJHPHQWV DV EHLQJ DXWKRULVHG WR
FDUU\RQDSURWHFWHGDFWLYLW\E\WKHQHZUHJXODWRUWKDWSHUVRQLVVXEMHFW
WRWKHUHJXODWRU\DUUDQJHPHQWVRIWKHQHZUHJXODWRU
E PD\ PDNH SURYLVLRQ UHTXLULQJ DPRXQWV KHOG E\ WKH ROG UHJXODWRU
ZKLFK UHSUHVHQW DPRXQWV SDLG WR LW E\ ZD\ RI SUDFWLVLQJ IHHV E\ WKH
SHUVRQV WR ZKRP WKH WUDQVIHU DUUDQJHPHQWV DSSO\ RU D SDUW RI WKH
DPRXQWVVRKHOG WREHSDLGWRWKHQHZUHJXODWRUDQGWUHDWHGDVLIWKH\
ZHUHDPRXQWVSDLGE\WKRVHSHUVRQVE\ZD\RISUDFWLVLQJIHHVWRWKH
QHZUHJXODWRU









6XEVHFWLRQ  D LVVXEMHFWWRDQ\WUDQVLWLRQDOSURYLVLRQZKLFKPD\EHPDGHE\
WKH WUDQVIHU DUUDQJHPHQWV LQFOXGLQJ SURYLVLRQ PRGLI\LQJ WKH UHJXODWRU\
DUUDQJHPHQWV RI WKH QHZ UHJXODWRU DV WKH\ DSSO\ WR SHUVRQV WR ZKRP WKH
WUDQVIHUDUUDQJHPHQWVDSSO\



7KH6HFUHWDU\RI6WDWHPD\PDNHDQRUGHUXQGHUWKLVVHFWLRQRQO\LIu
D WKH%RDUGKDVPDGHDUHFRPPHQGDWLRQLQDFFRUGDQFHZLWKVHFWLRQ
DQG
E WKHRUGHULVLQWKHVDPHIRUPDVRULQDIRUPZKLFKLVQRWPDWHULDOO\
GLIIHUHQWIURPWKHGUDIWRUGHUDQQH[HGWRWKDWUHFRPPHQGDWLRQ



)RUWKHSXUSRVHVRIWKLVVHFWLRQu
D DSHUVRQLVqDXWKRULVHGE\WKHROGUHJXODWRUrLILPPHGLDWHO\EHIRUHWKH
WLPH WKH FDQFHOODWLRQ WDNHV HIIHFW WKH SHUVRQ LV DXWKRULVHG E\ WKH ROG
UHJXODWRU RWKHUWKDQE\YLUWXHRIDOLFHQFHXQGHU3DUW WRFDUU\RQDQ
DFWLYLW\ ZKLFK LV D UHVHUYHG OHJDO DFWLYLW\ WR ZKLFK WKH FDQFHOODWLRQ
UHODWHV
E LQUHODWLRQWRWKDWSHUVRQWKDWDFWLYLW\LVDqSURWHFWHGDFWLYLW\rDQG
F LQ UHODWLRQ WR WKDW SHUVRQ qWKH QHZ UHJXODWRUr PHDQV WKH DSSURYHG
UHJXODWRUZLWKLQSDUDJUDSK D RU E RIVXEVHFWLRQ  





,QWKLVVHFWLRQqSUDFWLVLQJIHHrLQUHODWLRQWRDQDSSURYHGUHJXODWRUPHDQVD
IHH SD\DEOH E\ D SHUVRQ XQGHU WKH DSSURYHG UHJXODWRUpV UHJXODWRU\
DUUDQJHPHQWV LQ FLUFXPVWDQFHV ZKHUH WKH SD\PHQW RI WKH IHH LV D FRQGLWLRQ
ZKLFK PXVW EH VDWLVILHG IRU WKDW SHUVRQ WR EH DXWKRULVHG E\ WKH DSSURYHG
UHJXODWRUWRFDUU\RQRQHRUPRUHDFWLYLWLHVZKLFKDUHUHVHUYHGOHJDODFWLYLWLHV





%XWqSUDFWLVLQJIHHrGRHVQRWLQFOXGHDIHHSD\DEOHE\DOLFHQVHGERG\WRLWV
OLFHQVLQJDXWKRULW\XQGHUOLFHQVLQJUXOHV



'UDIW%LOO



/HJDO6HUYLFHV%LOO
3DUWu5HJXODWLRQRIDSSURYHGUHJXODWRUV



7KH%RDUGpVSRZHUWRUHFRPPHQGRUGHUVPDGHXQGHUVHFWLRQ


7KH%RDUGPD\UHFRPPHQGWRWKH6HFUHWDU\RI6WDWHWKDWWKH6HFUHWDU\RI6WDWH
PDNHDQRUGHUXQGHUVHFWLRQLQWKHIRUPRIDGUDIWRUGHUSUHSDUHGE\WKH
%RDUGDQGDQQH[HGWRWKHUHFRPPHQGDWLRQ



%HIRUHPDNLQJDUHFRPPHQGDWLRQXQGHUWKLVVHFWLRQWKH%RDUGPXVWSXEOLVKD
GUDIWRIu
D WKHSURSRVHGUHFRPPHQGDWLRQDQG
E WKHSURSRVHGGUDIWRUGHU



7KHGUDIWPXVWEHDFFRPSDQLHGE\DQRWLFHZKLFKVWDWHVWKDWUHSUHVHQWDWLRQV
DERXWWKHSURSRVDOVPD\EHPDGHWRWKH%RDUGZLWKLQDVSHFLILHGSHULRG



%HIRUH PDNLQJ WKH UHFRPPHQGDWLRQ WKH %RDUG PXVW KDYH UHJDUG WR DQ\
UHSUHVHQWDWLRQVGXO\PDGH



,IWKHGUDIWRUGHUWREHDQQH[HGWRWKHUHFRPPHQGDWLRQGLIIHUVIURPWKHGUDIW
SXEOLVKHG XQGHU VXEVHFWLRQ  E  LQ D ZD\ ZKLFK LV LQ WKH RSLQLRQ RI WKH
%RDUGPDWHULDOWKH%RDUGPXVWEHIRUHPDNLQJWKHUHFRPPHQGDWLRQSXEOLVK
WKH GUDIW RUGHU DORQJ ZLWK D VWDWHPHQW GHWDLOLQJ WKH FKDQJHV PDGH DQG WKH
UHDVRQVIRUWKRVHFKDQJHV







3ROLF\VWDWHPHQWV


7KH%RDUGpVSROLF\VWDWHPHQWV


7KH %RDUGPXVW SUHSDUH DQG LVVXHD VWDWHPHQWRI SROLF\ZLWKUHVSHFW WR WKH
H[HUFLVHRILWVIXQFWLRQVXQGHUu
D VHFWLRQ SHUIRUPDQFHWDUJHWVDQGPRQLWRULQJ 
E VHFWLRQ GLUHFWLRQV 
F VHFWLRQ SXEOLFFHQVXUH 
G VHFWLRQ ILQDQFLDOSHQDOWLHV 
H VHFWLRQVDQG LQWHUYHQWLRQGLUHFWLRQV 
I VHFWLRQ FDQFHOODWLRQRIGHVLJQDWLRQDVDSSURYHGUHJXODWRU 
J VHFWLRQ FDQFHOODWLRQRIGHVLJQDWLRQDVOLFHQVLQJDXWKRULW\E\RUGHU 







7KH %RDUG PD\ SUHSDUH DQG LVVXH D VWDWHPHQW RI SROLF\ ZLWK UHVSHFW WR DQ\
RWKHUPDWWHU





7KH%RDUGpVSROLF\LQGHWHUPLQLQJZKDWWKHDPRXQWRIDSHQDOW\XQGHUVHFWLRQ
VKRXOGEHPXVWLQFOXGHKDYLQJUHJDUGWRu
D WKHVHULRXVQHVVRIWKHIDLOXUHLQTXHVWLRQLQUHODWLRQWRWKHQDWXUHRIWKH
UHTXLUHPHQWWRZKLFKWKHIDLOXUHUHODWHVDQG
E WKHH[WHQWWRZKLFKWKDWIDLOXUHZDVGHOLEHUDWHRUUHFNOHVV





7KH%RDUGPD\DWDQ\WLPHDOWHURUUHSODFHDQ\VWDWHPHQWLVVXHGXQGHUWKLV
VHFWLRQ



,I D VWDWHPHQW LV DOWHUHG RU UHSODFHG WKH %RDUG PXVW LVVXH WKH DOWHUHG RU
UHSODFHPHQWVWDWHPHQW



,QH[HUFLVLQJRUGHFLGLQJZKHWKHUWRH[HUFLVHDQ\RILWVIXQFWLRQVWKH%RDUG
PXVW KDYH UHJDUG WR DQ\ UHOHYDQW SROLF\ VWDWHPHQW SXEOLVKHG XQGHU WKLV
VHFWLRQ

'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu5HJXODWLRQRIDSSURYHGUHJXODWRUV



7KH%RDUGPXVWSXEOLVKDVWDWHPHQWLVVXHGXQGHUWKLVVHFWLRQ



7KH%RDUGPD\PDNHDUHDVRQDEOHFKDUJHIRUSURYLGLQJDSHUVRQZLWKDFRS\
RIDVWDWHPHQW



3ROLF\VWDWHPHQWSURFHGXUH


%HIRUHLVVXLQJDVWDWHPHQWXQGHUVHFWLRQWKH%RDUGPXVWSXEOLVKDGUDIWRI
WKHSURSRVHGVWDWHPHQW



7KHGUDIWPXVWEHDFFRPSDQLHGE\DQRWLFHZKLFKVWDWHVWKDWUHSUHVHQWDWLRQV
DERXWWKHSURSRVDOVPD\EHPDGHWRWKH%RDUGZLWKLQDVSHFLILHGSHULRG



%HIRUH LVVXLQJ WKH VWDWHPHQW WKH %RDUG PXVW KDYH UHJDUG WR DQ\
UHSUHVHQWDWLRQVGXO\PDGH



,IWKHVWDWHPHQWGLIIHUVIURPWKHGUDIWSXEOLVKHGXQGHUVXEVHFWLRQ  LQDZD\
ZKLFKLVLQWKHRSLQLRQRIWKH%RDUGPDWHULDOWKH%RDUGPXVWSXEOLVKGHWDLOV
RIWKHGLIIHUHQFHV



7KH%RDUGPD\PDNHDUHDVRQDEOHFKDUJHIRUSURYLGLQJDSHUVRQZLWKDFRS\
RIDGUDIWSXEOLVKHGXQGHUVXEVHFWLRQ  







3UDFWLVLQJIHHV


&RQWURORISUDFWLVLQJIHHVFKDUJHGE\DSSURYHGUHJXODWRUV


,QWKLVVHFWLRQqSUDFWLVLQJIHHrLQUHODWLRQWRDQDSSURYHGUHJXODWRUPHDQVD
IHH SD\DEOH E\ D SHUVRQ XQGHU WKH DSSURYHG UHJXODWRUpV UHJXODWRU\
DUUDQJHPHQWV LQ FLUFXPVWDQFHV ZKHUH WKH SD\PHQW RI WKH IHH LV D FRQGLWLRQ
ZKLFK PXVW EH VDWLVILHG IRU WKDW SHUVRQ WR EH DXWKRULVHG E\ WKH DSSURYHG
UHJXODWRUWRFDUU\RQRQHRUPRUHDFWLYLWLHVZKLFKDUHUHVHUYHGOHJDODFWLYLWLHV



$QDSSURYHGUHJXODWRUPD\RQO\DSSO\DPRXQWVUDLVHGE\SUDFWLVLQJIHHVIRU
RQHRUPRUHRIWKHSHUPLWWHGSXUSRVHV



7KH%RDUGPXVWPDNHUXOHVVSHFLI\LQJWKHSHUPLWWHGSXUSRVHV



7KRVH UXOHV PXVW LQ SDUWLFXODU SURYLGH WKDW WKH IROORZLQJ DUH SHUPLWWHG
SXUSRVHVu
D WKH UHJXODWLRQ DFFUHGLWDWLRQ HGXFDWLRQ DQG WUDLQLQJ RI UHOHYDQW
DXWKRULVHG SHUVRQV DQG WKRVH ZLVKLQJ WR EHFRPH VXFK SHUVRQV
LQFOXGLQJu
L WKHPDLQWDLQLQJDQGUDLVLQJRIWKHLUSURIHVVLRQDOVWDQGDUGVDQG
LL WKH JLYLQJ RI SUDFWLFDO VXSSRUW DQG DGYLFH DERXW SUDFWLFH
PDQDJHPHQW LQ UHODWLRQ WR SUDFWLFHV FDUULHG RQ E\ VXFK
SHUVRQV
E WKH SDUWLFLSDWLRQ E\ WKH DSSURYHG UHJXODWRU LQ ODZ UHIRUP DQG WKH
OHJLVODWLYHSURFHVV
F WKH SURYLVLRQ E\ UHOHYDQW DXWKRULVHG SHUVRQV DQG WKRVH ZLVKLQJ WR
EHFRPH UHOHYDQW DXWKRULVHG SHUVRQV RI UHVHUYHG OHJDO VHUYLFHV
LPPLJUDWLRQDGYLFHRULPPLJUDWLRQVHUYLFHVWRWKHSXEOLFIUHHRIFKDUJH
G WKH SURPRWLRQ RI WKH SURWHFWLRQ E\ ODZ RI KXPDQ ULJKWV DQG
IXQGDPHQWDOIUHHGRPV
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H

WKHSURPRWLRQRIUHODWLRQVEHWZHHQWKHDSSURYHGUHJXODWRUDQGERGLHV
UHSUHVHQWLQJ WKH PHPEHUV RI OHJDO SURIHVVLRQV LQ MXULVGLFWLRQV RWKHU
WKDQ(QJODQGDQG:DOHV



$SUDFWLVLQJIHHLVSD\DEOHXQGHUWKHUHJXODWRU\DUUDQJHPHQWVRIDQDSSURYHG
UHJXODWRURQO\LIWKH%RDUGKDVDSSURYHGWKHOHYHORIWKHIHH



7KH%RDUGPXVWPDNHUXOHVFRQWDLQLQJSURYLVLRQu
D DERXWWKHIRUPDQGPDQQHULQZKLFKDSSOLFDWLRQVIRUDSSURYDOIRUWKH
SXUSRVHVRIVXEVHFWLRQ  PXVWEHPDGHDQGWKHPDWHULDOZKLFKPXVW
DFFRPSDQ\VXFKDSSOLFDWLRQV
E UHTXLULQJ DSSOLFDQWV WR KDYH FRQVXOWHG VXFK SHUVRQV DV PD\ EH
SUHVFULEHGE\WKHUXOHVLQVXFKPDQQHUDVPD\EHVRSUHVFULEHGEHIRUH
VXFKDQDSSOLFDWLRQLVPDGH
F DERXW WKH SURFHGXUHV DQG FULWHULD WKDW ZLOO EH DSSOLHG E\ WKH %RDUG
ZKHQ GHWHUPLQLQJ ZKHWKHU WR DSSURYH WKH OHYHO RI D IHH IRU WKH
SXUSRVHVRIVXEVHFWLRQ  LQFOXGLQJWKHWLPHOLPLWIRUWKHGHWHUPLQLQJ
RIDQDSSOLFDWLRQ







,Q WKLV VHFWLRQ qUHOHYDQW DXWKRULVHG SHUVRQVr LQ UHODWLRQ WR DQ DSSURYHG
UHJXODWRU PHDQV SHUVRQV ZKR DUH DXWKRULVHG E\ WKH DSSURYHG UHJXODWRU WR
FDUU\RQDFWLYLWLHVZKLFKDUHUHVHUYHGOHJDODFWLYLWLHV
,QIRUPDWLRQ







3URYLVLRQRILQIRUPDWLRQWRWKH%RDUG


7KH%RDUGPD\E\QRWLFHUHTXLUHDQDSSURYHGUHJXODWRUu
D WRSURYLGHDQ\VSHFLILHGLQIRUPDWLRQRU
E WRSURGXFHDQ\VSHFLILHGGRFXPHQW



$QRWLFHXQGHUVXEVHFWLRQ  u
D PD\ VSHFLI\ WKH PDQQHU DQG IRUP LQ ZKLFK DQ\ LQIRUPDWLRQ LV WR EH
SURYLGHG
E PXVWVSHFLI\WKHSHULRGZLWKLQZKLFKDQ\LQIRUPDWLRQLVWREHSURYLGHG
RUGRFXPHQWLVWREHSURGXFHG
F PD\ UHTXLUH DQ\ LQIRUPDWLRQ WR EH SURYLGHG RU GRFXPHQW WR EH
SURGXFHGWRWKH%RDUGRUWRDSHUVRQVSHFLILHGLQWKHQRWLFH







7KH %RDUG PD\ E\ QRWLFH UHTXLUH D SHUVRQ UHSUHVHQWLQJ WKH DSSURYHG
UHJXODWRU WR DWWHQG DW D WLPH DQG SODFH VSHFLILHG LQ WKH QRWLFH WR SURYLGH DQ
H[SODQDWLRQ RI DQ\ LQIRUPDWLRQ SURYLGHG RU GRFXPHQW SURGXFHG XQGHU WKLV
VHFWLRQ
7KH%RDUGPD\SD\WRDQ\SHUVRQVXFKUHDVRQDEOHFRVWVDVPD\EHLQFXUUHGE\
WKDWSHUVRQLQFRQQHFWLRQZLWKu
D WKHSURYLVLRQRIDQ\LQIRUPDWLRQRUWKHSURGXFWLRQRIDQ\GRFXPHQW
E\WKDWSHUVRQSXUVXDQWWRDQRWLFHXQGHUVXEVHFWLRQ  RU
E WKDW SHUVRQpV FRPSOLDQFH ZLWK D UHTXLUHPHQW LPSRVHG XQGHU
VXEVHFWLRQ  
7KH%RDUGRUDSHUVRQVSHFLILHGXQGHUVXEVHFWLRQ  F LQDQRWLFHPD\WDNH
FRSLHVRI RU H[WUDFWVIURP D GRFXPHQW SURGXFHG SXUVXDQW WRDQRWLFHXQGHU
VXEVHFWLRQ  
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,QWKLVVHFWLRQu
qVSHFLILHG GRFXPHQWr PHDQV D GRFXPHQW VSHFLILHG RU RI D GHVFULSWLRQ
VSHFLILHGLQWKHQRWLFH
qVSHFLILHGLQIRUPDWLRQrPHDQVLQIRUPDWLRQVSHFLILHGRURIDGHVFULSWLRQ
VSHFLILHGLQWKHQRWLFH



)RU WKH SXUSRVHV RI WKLV VHFWLRQ DQG VHFWLRQ  UHIHUHQFHV WR DQ DSSURYHG
UHJXODWRULQFOXGHDERG\ZKLFKZDVEXWLVQRORQJHUDQDSSURYHGUHJXODWRU
(QIRUFHPHQWRIQRWLFHVXQGHUVHFWLRQ



:KHUH DQ DSSURYHG UHJXODWRU LV XQDEOH WR FRPSO\ ZLWK D QRWLFH JLYHQ WR LW
XQGHUVHFWLRQ  LWPXVWJLYHWKH%RDUGDQRWLFHWRWKDWHIIHFWVWDWLQJWKH
UHDVRQVZK\LWFDQQRWFRPSO\



,IDQDSSURYHGUHJXODWRUUHIXVHVRURWKHUZLVHIDLOVWRFRPSO\ZLWKDQRWLFH
XQGHU VHFWLRQ    WKH %RDUG PD\ DSSO\ WR WKH +LJK &RXUW IRU DQ RUGHU
UHTXLULQJ WKH DSSURYHG UHJXODWRU WR FRPSO\ ZLWK WKH QRWLFH RU ZLWK VXFK
GLUHFWLRQVIRUWKHOLNHSXUSRVHDVPD\EHFRQWDLQHGLQWKHRUGHU





1RSHUVRQPD\EHUHTXLUHGXQGHUWKLVVHFWLRQu
D WR SURYLGH DQ\ LQIRUPDWLRQ RU JLYH DQ\ HYLGHQFH ZKLFK WKDW SHUVRQ
FRXOG QRW EH FRPSHOOHG WR VXSSO\ LQ HYLGHQFH LQ FLYLO SURFHHGLQJV
EHIRUHWKH+LJK&RXUWRU
E WRSURGXFHDQ\GRFXPHQWZKLFKWKDWSHUVRQFRXOGQRWEHFRPSHOOHGWR
SURGXFHLQVXFKSURFHHGLQJV





7KLVVHFWLRQDSSOLHVLQUHODWLRQWRDSHUVRQWRZKRPDQRWLFHLVJLYHQXQGHU
VHFWLRQ  DVLWDSSOLHVLQUHODWLRQWRDQDSSURYHGUHJXODWRUWRZKRPDQRWLFH
LVJLYHQXQGHUVHFWLRQ  
&RPSHWLWLRQ







5HSRUWVE\WKH2)7








,IWKH2)7LVRIWKHRSLQLRQWKDWWKHUHJXODWRU\DUUDQJHPHQWVRIDQDSSURYHG
UHJXODWRU RUDQ\SDUWRIWKHP UHVWULFWGLVWRUWRUSUHYHQWFRPSHWLWLRQZLWKLQ
WKHPDUNHWIRUUHVHUYHGOHJDOVHUYLFHVWRDQ\VLJQLILFDQWH[WHQWRUDUHOLNHO\WR
GRVRWKH2)7PD\SUHSDUHDUHSRUWWRWKDWHIIHFW
$UHSRUWXQGHUVXEVHFWLRQ  u
D PXVWVWDWHZKDWLQWKH2)7pVRSLQLRQLVWKHHIIHFWRUOLNHO\HIIHFWRQ
FRPSHWLWLRQRIWKHUHJXODWRU\DUUDQJHPHQWVRUSDUWRIWKHPWRZKLFK
WKHUHSRUWUHODWHVDQG
E PD\FRQWDLQUHFRPPHQGDWLRQVDVWRWKHDFWLRQZKLFKWKH%RDUGVKRXOG
WDNHIRUWKHSXUSRVHRIHQVXULQJWKDWWKHUHJXODWRU\DUUDQJHPHQWVRI
WKHDSSURYHGUHJXODWRUGRQRWSUHYHQWUHVWULFWRUGLVWRUWFRPSHWLWLRQ
:KHUHWKH2)7PDNHVDUHSRUWXQGHUVXEVHFWLRQ  LWPXVWu
D JLYH D FRS\ RI WKH UHSRUW WR WKH %RDUG WKH &RQVXPHU 3DQHO DQG WKH
DSSURYHGUHJXODWRUDQG
E SXEOLVKWKHUHSRUW
%HIRUH SXEOLVKLQJ D UHSRUW XQGHU VXEVHFWLRQ  E  WKH 2)7 PXVW VR IDU DV
SUDFWLFDEOH H[FOXGH DQ\ PDWWHU ZKLFK UHODWHV WR WKH SULYDWH DIIDLUV RI D
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SDUWLFXODU LQGLYLGXDO WKH SXEOLFDWLRQ RI ZKLFK LQ WKH RSLQLRQ RI WKH 2)7
ZRXOG RU PLJKW VHULRXVO\ DQG SUHMXGLFLDOO\ DIIHFW WKH LQWHUHVWV RI WKDW
LQGLYLGXDO


7KH2)7PD\H[HUFLVHDQ\RIWKHSRZHUVFRQIHUUHGRQLWE\VHFWLRQ  WR 
RI WKH (QWHUSULVH $FW  F   LQYHVWLJDWLRQ SRZHUV  IRU WKH SXUSRVH RI
DVVLVWLQJLWLQH[HUFLVLQJLWVIXQFWLRQVXQGHUWKLVVHFWLRQ



)RUWKHSXUSRVHVRIWKHODZRIGHIDPDWLRQDEVROXWHSULYLOHJHDWWDFKHVWRDQ\
UHSRUWRIWKH2)7XQGHUWKLVVHFWLRQ





7KH%RDUGpVUHVSRQVHWR2)7UHSRUW


7KLVVHFWLRQ DSSOLHV ZKHUHDUHSRUWLV PDGH E\WKH 2)7XQGHU VHFWLRQ LQ
UHVSHFWRIDQDSSURYHGUHJXODWRU



7KH%RDUGPXVWDOORZWKHDSSURYHGUHJXODWRUDSHULRGRIGD\VEHJLQQLQJ
ZLWKWKHGD\RQZKLFKWKHFRS\RIWKHUHSRUWLVJLYHQWRWKHDSSURYHGUHJXODWRU
XQGHUVHFWLRQRUVXFKORQJHUSHULRGDVWKH%RDUGPD\VSHFLI\LQDSDUWLFXODU
FDVHWRPDNHUHSUHVHQWDWLRQVWRWKH%RDUGDERXWWKH2)7pVUHSRUW



7KH&RQVXPHU3DQHOPD\JLYHWRWKH%RDUGVXFKDGYLFHDVWKH&RQVXPHU3DQHO
WKLQNVILWUHJDUGLQJWKH2)7pVUHSRUW



+DYLQJ FRQVLGHUHG DQ\ UHSUHVHQWDWLRQV PDGH XQGHU VXEVHFWLRQ   DQG DQ\
DGYLFHJLYHQXQGHUVXEVHFWLRQ  WKH%RDUGPXVWQRWLI\WKH2)7RIWKHDFWLRQ
LIDQ\ LWSURSRVHVWRWDNHLQUHVSRQVHWRWKHUHSRUW









5HIHUUDORIUHSRUWE\WKH6HFUHWDU\RI6WDWHWRWKH&RPSHWLWLRQ&RPPLVVLRQ


7KLVVHFWLRQDSSOLHVZKHUHWKH2)7LVVDWLVILHGWKDWWKH%RDUGKDVIDLOHGWRJLYH
IXOODQGSURSHUFRQVLGHUDWLRQWRDUHSRUWPDGHE\WKH2)7LQUHVSHFWRIDQ
DSSURYHGUHJXODWRUXQGHUVHFWLRQ



7KH2)7PD\JLYHDFRS\RILWVUHSRUWWRWKH6HFUHWDU\RI6WDWH



7KH2)7PXVWQRWLI\WKH%RDUGDQGWKHDSSURYHGUHJXODWRULILWJLYHVDFRS\RI
LWVUHSRUWWRWKH6HFUHWDU\RI6WDWH



2QUHFHLYLQJDUHSRUWXQGHUVXEVHFWLRQ  WKH6HFUHWDU\RI6WDWHPXVWu
D JLYHWKH&RPSHWLWLRQ&RPPLVVLRQDFRS\RIWKHUHSRUWDQG
E VHHNLWVDGYLFHRQZKDWDFWLRQ LIDQ\ VKRXOGEHWDNHQE\WKH6HFUHWDU\
RI6WDWHXQGHUVHFWLRQ







'XWLHVRIWKH&RPSHWLWLRQ&RPPLVVLRQ


:KHUHWKH6HFUHWDU\RI6WDWHVHHNVWKHDGYLFHRIWKH&RPSHWLWLRQ&RPPLVVLRQ
XQGHUVHFWLRQWKH&RPPLVVLRQPXVWLQYHVWLJDWHWKHPDWWHU



7KH &RPPLVVLRQ PXVW WKHQ PDNH LWV RZQ UHSRUW RQ WKH PDWWHU XQOHVV LW
FRQVLGHUVWKDWDVDUHVXOWRIDQ\FKDQJHRIFLUFXPVWDQFHVQRXVHIXOSXUSRVH
ZRXOGEHVHUYHGE\DUHSRUW



,I WKH &RPPLVVLRQ GHFLGHV LQ DFFRUGDQFH ZLWK VXEVHFWLRQ   QRW WR PDNH D
UHSRUWLWPXVWPDNHDVWDWHPHQWVHWWLQJRXWWKHFKDQJHRIFLUFXPVWDQFHVZKLFK
UHVXOWHGLQWKDWGHFLVLRQ

'UDIW%LOO
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7KH&RPPLVVLRQPXVWFRPSO\ZLWKVXEVHFWLRQ  RU  ZLWKLQWKHSHULRGRI
PRQWKVEHJLQQLQJZLWKWKHGD\RQZKLFKLWUHFHLYHVDFRS\RIWKH2)7pVUHSRUW
XQGHUVHFWLRQ  D 



$UHSRUWPDGHXQGHUWKLVVHFWLRQPXVWVWDWHWKH&RPPLVVLRQpVFRQFOXVLRQDVWR
ZKHWKHUDQ\RIWKHPDWWHUVZKLFKLVWKHVXEMHFWRIWKHUHSRUWKDVRULVOLNHO\WR
KDYHWKHHIIHFWRISUHYHQWLQJUHVWULFWLQJRUGLVWRUWLQJFRPSHWLWLRQZLWKLQWKH
PDUNHWIRUUHVHUYHGOHJDOVHUYLFHVWRDVLJQLILFDQWH[WHQW



$UHSRUWXQGHUWKLVVHFWLRQVWDWLQJWKH&RPPLVVLRQpVFRQFOXVLRQWKDWWKHUHLV
RULVOLNHO\WREHVXFKDQHIIHFWPXVWDOVRu
D VWDWH ZKHWKHU RU QRW WKH &RPPLVVLRQ FRQVLGHUV WKDW WKDW HIIHFW LV
MXVWLILHGDQG
E LILWVWDWHVWKDWWKH&RPPLVVLRQFRQVLGHUVWKDWLWLVQRWMXVWLILHGVWDWHLWV
FRQFOXVLRQDVWRZKDWDFWLRQLIDQ\RXJKWWREHWDNHQE\WKH%RDUG



:KHQGHWHUPLQLQJDQ\DFWLRQWREHWDNHQE\WKH%RDUGXQGHUVXEVHFWLRQ  E 
WKH &RPPLVVLRQ PXVW HQVXUH VR IDU DV UHDVRQDEO\ SRVVLEOH WKDW WKH DFWLRQ
VWDWHGLVFRPSDWLEOHZLWKWKHIXQFWLRQVFRQIHUUHGDQGREOLJDWLRQVLPSRVHGRQ
WKH%RDUGE\RUXQGHUWKLV$FW



$UHSRUWXQGHUWKLVVHFWLRQPXVWFRQWDLQVXFKDQDFFRXQWRIWKH&RPPLVVLRQpV
UHDVRQVIRULWVFRQFOXVLRQVDVLVH[SHGLHQWLQWKHRSLQLRQRIWKH&RPPLVVLRQ
IRUIDFLOLWDWLQJSURSHUXQGHUVWDQGLQJRIWKHP







6HFWLRQV  WR  RI WKH (QWHUSULVH $FW  F   LQYHVWLJDWLRQ SRZHUV
DSSO\LQUHODWLRQWRDQLQYHVWLJDWLRQXQGHUWKLVVHFWLRQDVWKH\DSSO\LQUHODWLRQ
WRDQLQYHVWLJDWLRQPDGHRQDUHIHUHQFHPDGHWRWKH&RPPLVVLRQXQGHU3DUW
RIWKDW$FW PHUJHUV EXWDVLIu
D LQ VHFWLRQ    RI WKDW $FW WKH UHIHUHQFH WR WKH SXEOLFDWLRQ RI WKH
UHSRUWRIWKH&RPPLVVLRQRQWKHUHIHUHQFHFRQFHUQHGZHUHDUHIHUHQFH
WRWKH&RPPLVVLRQPDNLQJDUHSRUWXQGHUVXEVHFWLRQ  RUDVWDWHPHQW
XQGHUVXEVHFWLRQ  DQG
E LQVHFWLRQ  E LL RIWKDW$FWWKHGD\UHIHUUHGWRZHUHWKHGD\RQ
ZKLFKWKH&RPPLVVLRQPDNHVWKDWUHSRUWRUVWDWHPHQW











,IWKH&RPPLVVLRQPDNHVDUHSRUWRUDVWDWHPHQWXQGHUWKLVVHFWLRQLWPXVWu
D JLYHDFRS\WRWKH6HFUHWDU\RI6WDWHWKH%RDUGWKH&RQVXPHU3DQHODQG
WKHDSSURYHGUHJXODWRUWRZKLFKWKH2)7pVUHSRUWUHODWHVDQG
E SXEOLVKWKHUHSRUWRUVWDWHPHQW
6HFUHWDU\RI6WDWHpVSRZHUWRJLYHGLUHFWLRQV



7KH6HFUHWDU\RI6WDWHPD\GLUHFWWKH%RDUGWRWDNHVXFKDFWLRQDVWKH6HFUHWDU\
RI6WDWHFRQVLGHUVDSSURSULDWHLQFRQQHFWLRQZLWKDQ\PDWWHUUDLVHGLQDUHSRUW
PDGHE\WKH2)7XQGHUVHFWLRQ



%HIRUH JLYLQJ D GLUHFWLRQ XQGHU VXEVHFWLRQ   WKH 6HFUHWDU\ RI 6WDWH PXVW
FRQVLGHU DQ\ UHSRUW IURP WKH &RPSHWLWLRQ &RPPLVVLRQ XQGHU VHFWLRQ  RQ
WKDWPDWWHU



:KHQ H[HUFLVLQJ WKH SRZHU WR JLYH D GLUHFWLRQ XQGHU VXEVHFWLRQ   WKH
6HFUHWDU\ RI6WDWHPXVWHQVXUHVR IDU DVUHDVRQDEO\SRVVLEOH WKDW WKH DFWLRQ
VWDWHG LQ DQ\ GLUHFWLRQ LV FRPSDWLEOH ZLWK WKH IXQFWLRQV FRQIHUUHG DQG
REOLJDWLRQVLPSRVHGRQWKH%RDUGE\RUXQGHUWKLV$FW





7KH6HFUHWDU\RI6WDWHPXVWSXEOLVKDGLUHFWLRQJLYHQXQGHUWKLVVHFWLRQ
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7KH%RDUGDVDSSURYHGUHJXODWRU


7KH%RDUGDVDQDSSURYHGUHJXODWRU






7KH6HFUHWDU\RI6WDWHPD\E\RUGHUu
D GHVLJQDWHWKH%RDUGDVDQDSSURYHGUHJXODWRULQUHODWLRQWRRQHRUPRUH
UHVHUYHGOHJDODFWLYLWLHV
E PRGLI\ WKH IXQFWLRQV RI WKH %RDUG DQG PDNH VXFK RWKHU SURYLVLRQ
UHODWLQJWRWKRVHIXQFWLRQVDVWKH6HFUHWDU\RI6WDWHFRQVLGHUVQHFHVVDU\
RU H[SHGLHQW ZLWK D YLHZ WR HQDEOLQJ WKH %RDUG WR GLVFKDUJH LWV
IXQFWLRQVDVDQDSSURYHGUHJXODWRUHIIHFWLYHO\DQGHIILFLHQWO\
F FDQFHOWKH%RDUGpVGHVLJQDWLRQDVDQDSSURYHGUHJXODWRULQUHODWLRQWR
RQHRUPRUHUHVHUYHGOHJDODFWLYLWLHV
%XWWKH6HFUHWDU\RI6WDWHPD\PDNHDQRUGHUXQGHUVXEVHFWLRQ  RQO\LIu
D WKH%RDUGKDVPDGHDUHFRPPHQGDWLRQLQDFFRUGDQFHZLWKVHFWLRQ
DQG
E WKHRUGHULVLQWKHVDPHIRUPDVRULQDIRUPZKLFKLVQRWPDWHULDOO\
GLIIHUHQWIURPWKHGUDIWRUGHUDQQH[HGWRWKDWUHFRPPHQGDWLRQ
,I WKH 6HFUHWDU\ RI 6WDWH GHFLGHV QRW WR PDNH DQ RUGHU SXUVXDQW WR D
UHFRPPHQGDWLRQPDGHXQGHUVHFWLRQWKH6HFUHWDU\RI6WDWHPXVWu
D JLYHWKH%RDUGDQRWLFHVWDWLQJWKHUHDVRQVIRUWKDWGHFLVLRQDQG
E SXEOLVKWKHQRWLFH



,QGLVFKDUJLQJLWVIXQFWLRQVDVDQDSSURYHGUHJXODWRUWKH%RDUGPXVWWDNHVXFK
VWHSV DV DUH QHFHVVDU\ WR HQVXUH DQ DSSURSULDWH ILQDQFLDO DQG RUJDQLVDWLRQDO
VHSDUDWLRQEHWZHHQWKHDFWLYLWLHVRIWKH%RDUGWKDWUHODWHWRWKHFDUU\LQJRXWRI
WKRVHIXQFWLRQVDQGWKHRWKHUDFWLYLWLHVRIWKH%RDUG



$Q RUGHU XQGHU WKLV VHFWLRQ PD\ PDNH VXFK PRGLILFDWLRQV RI HQDFWPHQWV
LQFOXGLQJWKLV$FWRUDQ\HQDFWPHQWSDVVHGRUPDGHDIWHUWKLV$FWZDVSDVVHG
DVWKH6HFUHWDU\RI6WDWHFRQVLGHUVQHFHVVDU\RUH[SHGLHQW













7KH%RDUGpVGHVLJQDWLRQXQGHUVHFWLRQ  D


7KLV VHFWLRQ DSSOLHV LQ UHODWLRQ WR DQ RUGHU XQGHU VHFWLRQ   D  DQ RUGHU
GHVLJQDWLQJWKH%RDUGDVDQDSSURYHGUHJXODWRU 



6XEMHFWWRVXEVHFWLRQ  WKHRUGHUPD\GHVLJQDWHWKH%RDUGDVDQDSSURYHG
UHJXODWRULQUHODWLRQWRDUHVHUYHGOHJDODFWLYLW\RQO\ZKHUHu
D DERG\pVGHVLJQDWLRQDVDQDSSURYHGUHJXODWRULQUHODWLRQWRWKHDFWLYLW\
LVFDQFHOOHGXQGHUVHFWLRQRU
E WKH DFWLYLW\ EHFRPHV D UHVHUYHG OHJDO DFWLYLW\ E\ YLUWXH RI DQ RUGHU
XQGHUVHFWLRQ





6XEVHFWLRQ  GRHVQRWSUHYHQWWKHRUGHUKDYLQJHIIHFWLQDGYDQFHRIDQHYHQW
ZLWKLQSDUDJUDSK D RU E RIWKDWVXEVHFWLRQIRUWKHSXUSRVHRIHQDEOLQJWKH
%RDUGWRDXWKRULVHSHUVRQVWRFDUU\RQDFWLYLWLHVZKLFKFRQVWLWXWHWKHUHVHUYHG
OHJDODFWLYLW\LQTXHVWLRQZLWKHIIHFWIURPWKHRFFXUUHQFHRIWKHHYHQW
7KHRUGHUPXVWHQVXUHWKDWWKH%RDUGDFWLQJDVDQDSSURYHGUHJXODWRUPD\
PDNH UHJXODWRU\ DUUDQJHPHQWV RU PRGLI\ LWV UHJXODWRU\ DUUDQJHPHQWV RQO\
ZLWK WKH DSSURYDO RI WKH %RDUG DFWLQJ RWKHUZLVH WKDQ LQ LWV FDSDFLW\ DV DQ
DSSURYHGUHJXODWRURUDVDOLFHQVLQJDXWKRULW\XQGHU3DUW 
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0RGLILFDWLRQRIWKH%RDUGpVIXQFWLRQVXQGHUVHFWLRQ  E


7KLV VHFWLRQ DSSOLHV LQ UHODWLRQ WR DQ RUGHU XQGHU VHFWLRQ   E  DQ RUGHU
PRGLI\LQJWKHIXQFWLRQVRIWKH%RDUG 



7KHRUGHUPD\LQFOXGH DPRQJRWKHUWKLQJV SURYLVLRQFRQIHUULQJRQWKH%RDUG
SRZHUVWRGRDQ\RIWKHIROORZLQJu
D WR DXWKRULVH RWKHUZLVH WKDQ E\ WKH JUDQW RI D OLFHQFH XQGHU 3DUW 
SHUVRQV WR FDUU\ RQ RQH RU PRUH DFWLYLWLHV ZKLFK DUH UHVHUYHG OHJDO
DFWLYLWLHVLQUHODWLRQWRZKLFKWKH%RDUGLVGHVLJQDWHGDVDQDSSURYHG
UHJXODWRU
E WRPDNHFRQGXFWUXOHVGLVFLSOLQHUXOHVSUDFWLFHUXOHVDQGTXDOLILFDWLRQ
UHJXODWLRQVLQUHODWLRQWRSHUVRQVZKRPLWDXWKRULVHVWRFDUU\RQVXFK
DFWLYLWLHV qUHOHYDQWDXWKRULVHGSHUVRQVr 
F WR PDNH UXOHV DV UHJDUGV WKH SD\PHQW RI IHHV E\ UHOHYDQW DXWKRULVHG
SHUVRQV
G WRGHOHJDWHDQ\RIWKHIXQFWLRQVH[HUFLVDEOHE\WKH%RDUGLQLWVFDSDFLW\
DVDQDSSURYHGUHJXODWRUWRVXFKSHUVRQVDVLWFRQVLGHUVDSSURSULDWH
H WR PDNH UXOHV LQ UHODWLRQ WR WKH FRQWURO RI HPSOR\HHV RI UHOHYDQW
DXWKRULVHGSHUVRQV
I WR PDNH UXOHV IRU WKH SXUSRVH RI HQVXULQJ WKH LQGHPQLILFDWLRQ RI
UHOHYDQW DXWKRULVHG SHUVRQV DQG IRUPHU UHOHYDQW DXWKRULVHG SHUVRQV
DJDLQVWORVVHVDULVLQJIURPFODLPVLQUHODWLRQWRDQ\GHVFULSWLRQRIFLYLO
OLDELOLW\ LQFXUUHG E\ WKHP RU E\ HPSOR\HHV RU IRUPHU HPSOR\HHV RI
WKHLUV LQ FRQQHFWLRQ ZLWK WKHLU DFWLYLWLHV DV UHOHYDQW DXWKRULVHG
SHUVRQV
J WR PDNH UXOHV DERXW WKH PDNLQJ RI JUDQWV RU RWKHU SD\PHQWV IRU WKH
SXUSRVH RI UHOLHYLQJ RU PLWLJDWLQJ ORVVHV VXIIHUHG E\ SHUVRQV LQ
FRQVHTXHQFHRIu
L QHJOLJHQFHRUIUDXGRURWKHUGLVKRQHVW\RQWKHSDUWRIUHOHYDQW
DXWKRULVHG SHUVRQV RU RI HPSOR\HHV RI WKHLUV LQ FRQQHFWLRQ
ZLWKWKHLUDFWLYLWLHVDVUHOHYDQWDXWKRULVHGSHUVRQV
LL IDLOXUHRQWKHSDUWRIUHOHYDQWDXWKRULVHGSHUVRQVWRDFFRXQWIRU
PRQH\UHFHLYHGE\WKHPLQFRQQHFWLRQZLWKWKHLUDFWLYLWLHVDV
UHOHYDQWDXWKRULVHGSHUVRQV
K WR PDNH UXOHV DV WR WKH WUHDWPHQW RI FOLHQWVp PRQH\ DQG PRQH\
FRPSULVHG LQ WUXVWV KHOG E\ UHOHYDQW DXWKRULVHG SHUVRQV DQG WKH
NHHSLQJE\VXFKSHUVRQVRIDFFRXQWVLQUHVSHFWRIVXFKPRQH\
L WR WDNH VWHSV IRU WKH SXUSRVH RI DVFHUWDLQLQJ ZKHWKHU RU QRW WKH
SURYLVLRQV RI UXOHV RU UHJXODWLRQV PDGH RU DQ\ FRGH RU JXLGDQFH
LVVXHGE\WKH%RDUGLQLWVFDSDFLW\DVDQDSSURYHGUHJXODWRUDUHEHLQJ
FRPSOLHG ZLWK DQG WR PDNH UXOHV UHTXLULQJ UHOHYDQW DXWKRULVHG
SHUVRQV WR SURGXFH GRFXPHQWV DQG SURYLGH LQIRUPDWLRQ IRU WKDW
SXUSRVH



7KHRUGHUPD\u
D SURYLGHIRUDQ\SURYLVLRQRI6FKHGXOH OLFHQVLQJDXWKRULW\pVSRZHUV
RILQWHUYHQWLRQ u
L WRDSSO\LQUHODWLRQWRWKH%RDUG LQLWVFDSDFLW\DVDQDSSURYHG
UHJXODWRU  DQG UHOHYDQW DXWKRULVHG SHUVRQV DV LW DSSOLHV LQ
UHODWLRQWRDOLFHQVLQJDXWKRULW\DQGOLFHQVHGERGLHVRU
LL WR VR DSSO\ ZLWK VXFK PRGLILFDWLRQV DV DUH SUHVFULEHG E\ WKH
RUGHURU

'UDIW%LOO























/HJDO6HUYLFHV%LOO
3DUWu5HJXODWLRQRIDSSURYHGUHJXODWRUV

E







PDNHSURYLVLRQLQUHODWLRQWRWKH%RDUG LQWKDWFDSDFLW\ DQGUHOHYDQW
DXWKRULVHG SHUVRQV FRUUHVSRQGLQJWR DQ\RI WKH SURYLVLRQV PDGH LQ
UHODWLRQWROLFHQVLQJDXWKRULWLHVDQGOLFHQVHGERGLHVE\WKDW6FKHGXOH

)RU WKH SXUSRVHV RI SURYLGLQJ VXFK LQGHPQLW\ DQG HQDEOLQJ VXFK JUDQWV RU
RWKHUSD\PHQWVWREHPDGHDVDUHPHQWLRQHGLQVXEVHFWLRQ  I DQG J WKH
RUGHUPD\DXWKRULVHWKH%RDUGWRPDNHUXOHVu
D DXWKRULVLQJRUUHTXLULQJWKH%RDUGWRHVWDEOLVKDQGPDLQWDLQDIXQGRU
IXQGV
E DXWKRULVLQJRUUHTXLULQJWKH%RDUGWRWDNHRXWDQGPDLQWDLQLQVXUDQFH
ZLWKDXWKRULVHGLQVXUHUV
F UHTXLULQJUHOHYDQWDXWKRULVHGSHUVRQVRUUHOHYDQWDXWKRULVHGSHUVRQVRI
DQ\ VSHFLILF GHVFULSWLRQ WR WDNH RXW DQG PDLQWDLQ LQVXUDQFH ZLWK
DXWKRULVHGLQVXUHUV
,QWKLVVHFWLRQu
qDXWKRULVHG LQVXUHUr PHDQV D SHUVRQ ZLWKLQ DQ\ RI WKH IROORZLQJ
SDUDJUDSKVu
D D SHUVRQ ZKR KDV SHUPLVVLRQ XQGHU 3DUW  RI WKH )LQDQFLDO
6HUYLFHV DQG 0DUNHWV $FW  F   WR HIIHFW RU FDUU\ RXW
FRQWUDFWVRILQVXUDQFHRIDUHOHYDQWFODVV
E DQ (($ ILUP ZLWKLQ WKH PHDQLQJ RI WKDW $FW  RI WKH NLQG
PHQWLRQHGLQSDUDJUDSK G RI6FKHGXOHWRWKDW$FWZKLFK
KDVSHUPLVVLRQXQGHUSDUDJUDSKRIWKDW6FKHGXOH DVDUHVXOW
RI TXDOLI\LQJ IRU DXWKRULVDWLRQ XQGHU SDUDJUDSK  RI WKDW
6FKHGXOH WRHIIHFWRUFDUU\RXWFRQWUDFWVRIDUHOHYDQWFODVV
F DSHUVRQZKRGRHVQRWIDOOZLWKLQSDUDJUDSK D RU E DQGZKR
PD\ ODZIXOO\ HIIHFW RU FDUU\ RXW FRQWUDFWV RI LQVXUDQFH RI D
UHOHYDQW FODVV LQ D PHPEHU 6WDWH RWKHU WKDQ WKH 8QLWHG
.LQJGRP
qFRQGXFWUXOHVrPHDQVDQ\UXOHV KRZHYHUWKH\PD\EHGHVFULEHG DVWR
WKH FRQGXFW UHTXLUHG RI UHOHYDQW DXWKRULVHG SHUVRQV ZKHWKHU LQ
H[HUFLVLQJDQ\ULJKWWRFDUU\RQDUHVHUYHGOHJDODFWLYLW\RURWKHUZLVH 
qGLVFLSOLQHUXOHVrPHDQVDQ\UXOHV KRZHYHUWKH\PD\EHGHVFULEHG DVWR
WKHGLVFLSOLQLQJRIUHOHYDQWDXWKRULVHGSHUVRQV
qSUDFWLFHUXOHVrPHDQVDQ\UXOHV KRZHYHUWKH\PD\EHGHVFULEHG ZKLFK
JRYHUQWKHSURIHVVLRQDOSUDFWLFHRIUHOHYDQWDXWKRULVHGSHUVRQV
qTXDOLILFDWLRQUHJXODWLRQVrPHDQVu
D DQ\UHJXODWLRQVUHODWLQJWRu
L WKHHGXFDWLRQDQGWUDLQLQJZKLFKSHUVRQVPXVWUHFHLYH
RU
LL DQ\ RWKHU UHTXLUHPHQWV ZKLFK PXVW EH PHW E\ RU LQ
UHVSHFWRIWKHP
LQRUGHUIRUWKHPWREHDXWKRULVHGE\WKH%RDUGWRFDUU\RQDQ
DFWLYLW\ZKLFKLVDUHVHUYHGOHJDODFWLYLW\DQG
E DQ\ RWKHU UHJXODWLRQV UHODWLQJ WR WKH HGXFDWLRQ DQG WUDLQLQJ
ZKLFK UHOHYDQW DXWKRULVHG SHUVRQV PXVW UHFHLYH RU DQ\ RWKHU
UHTXLUHPHQWVZKLFKPXVWEHPHWE\RULQUHVSHFWRIWKHP
KRZHYHUWKH\PD\EHGHVFULEHG 
)RUWKHSXUSRVHVRIWKLVVHFWLRQu

'UDIW%LOO





















/HJDO6HUYLFHV%LOO
3DUWu5HJXODWLRQRIDSSURYHGUHJXODWRUV

D
E



DFRQWUDFWRILQVXUDQFHLVRIDUHOHYDQWFODVVLILWLQVXUHVDJDLQVWDULVN
DULVLQJIURPDFFLGHQWFUHGLWOHJDOH[SHQVHVJHQHUDOOLDELOLW\WRWKLUG
SDUWLHVVLFNQHVVVXUHW\VKLSRUPLVFHOODQHRXVILQDQFLDOORVVDQG
WKH GHILQLWLRQ RI qDXWKRULVHG LQVXUHUr LQ VXEVHFWLRQ   PXVW EH UHDG
ZLWK VHFWLRQ RIWKH )LQDQFLDO6HUYLFHVDQG 0DUNHWV$FW F  
DQGDQ\UHOHYDQWRUGHUXQGHUWKDWVHFWLRQDQGZLWK6FKHGXOHWRWKDW
$FW



&DQFHOODWLRQRIWKH%RDUGpVGHVLJQDWLRQXQGHUVHFWLRQ  F


7KLVVHFWLRQDSSOLHVLQUHODWLRQWRDQRUGHUXQGHUVHFWLRQ  F  FDQFHOODWLRQ
RI%RDUGpVGHVLJQDWLRQDVDQDSSURYHGUHJXODWRU 



:KHUH VXFK DQ RUGHU LV PDGH VHFWLRQ  RWKHU WKDQ VXEVHFWLRQ  E  DQG
VHFWLRQ WUDQVIHUDUUDQJHPHQWVHWFRQFDQFHOODWLRQRIDSSURYHGUHJXODWRUpV
GHVLJQDWLRQ DSSO\LQUHODWLRQWRWKH%RDUGDQGUHOHYDQWDXWKRULVHGSHUVRQVDV
WKH\ DSSO\ WR DQ DSSURYHG UHJXODWRU ZKRVH GHVLJQDWLRQ LV FDQFHOOHG XQGHU
VHFWLRQ  DQG SHUVRQV DXWKRULVHG E\ WKDW DSSURYHG UHJXODWRU WR FDUU\ RQ
DFWLYLWLHVZKLFKDUHUHVHUYHGOHJDODFWLYLWLHV









,Q WKLV VHFWLRQ qUHOHYDQW DXWKRULVHG SHUVRQVr KDV WKH VDPH PHDQLQJ DV LQ
VHFWLRQ
7KH%RDUGpVSRZHUWRUHFRPPHQGRUGHUVPDGHXQGHUVHFWLRQ



7KH%RDUGPD\UHFRPPHQGWRWKH6HFUHWDU\RI6WDWHWKDWWKH6HFUHWDU\RI6WDWH
PDNHDQRUGHUXQGHUVHFWLRQLQWKHIRUPRIDGUDIWRUGHUSUHSDUHGE\WKH
%RDUGDQGDQQH[HGWRWKHUHFRPPHQGDWLRQ



%HIRUHPDNLQJDUHFRPPHQGDWLRQXQGHUWKLVVHFWLRQWKH%RDUGPXVWJLYHWR
HDFKRIWKHSHUVRQVOLVWHGLQVXEVHFWLRQ  DQRWLFHFRQWDLQLQJu
D DFRS\RIWKHSURSRVHGUHFRPPHQGDWLRQ
E DFRS\RIWKHSURSRVHGGUDIWRUGHUDQG
F DVWDWHPHQWVSHFLI\LQJDSHULRGZLWKLQZKLFKUHSUHVHQWDWLRQVPD\EH
PDGHDERXWWKHSURSRVDOV



7KRVHSHUVRQVDUHu
D WKH6HFUHWDU\RI6WDWH
E WKH2)7
F WKH&RQVXPHU3DQHO
G HDFKRIWKHVHQLRUMXGJHVDQG
H VXFK RWKHU SHUVRQV DV WKH %RDUG FRQVLGHUV LW UHDVRQDEOH WR FRQVXOW
UHJDUGLQJWKHSURSRVDOV



7KH%RDUGPXVWSXEOLVKDQRWLFHJLYHQXQGHUVXEVHFWLRQ  



%HIRUH PDNLQJ WKH UHFRPPHQGDWLRQ WKH %RDUG PXVW KDYH UHJDUG WR DQ\
UHSUHVHQWDWLRQV GXO\ PDGH ZKHWKHU E\ SHUVRQV ZLWKLQ VXEVHFWLRQ   RU
RWKHUZLVH 



,IWKHGUDIWRUGHUWREHDQQH[HGWRWKHUHFRPPHQGDWLRQGLIIHUVIURPWKHGUDIW
FRQWDLQHGLQWKHQRWLFHXQGHUVXEVHFWLRQ  LQDZD\ZKLFKLVLQWKHRSLQLRQ
RIWKH%RDUGPDWHULDOWKH%RDUGPXVWEHIRUHPDNLQJWKHUHFRPPHQGDWLRQ
SXEOLVKWKHGUDIWRUGHUDORQJZLWKDVWDWHPHQWGHWDLOLQJWKHFKDQJHVPDGHDQG
WKHUHDVRQVIRUWKRVHFKDQJHV

'UDIW%LOO













/HJDO6HUYLFHV%LOO
3DUWu5HJXODWLRQRIDSSURYHGUHJXODWRUV



(IIHFWRIWKH%RDUGpVGHVLJQDWLRQDVDQDSSURYHGUHJXODWRU
,QWKLV3DUWu
D WKHSRZHUVRIWKH%RDUGXQGHUVHFWLRQVWR UHJXODWRU\SRZHUVLQ
UHVSHFWRIDSSURYHGUHJXODWRUV DUHQRWH[HUFLVDEOHE\LWLQUHODWLRQWR
WKH%RDUGLQLWVFDSDFLW\DVDQDSSURYHGUHJXODWRUDQG
E VHFWLRQVWR UHSRUWVE\2)7HWF GRQRWDSSO\LQUHODWLRQWRWKH
%RDUGLQLWVFDSDFLW\DVDQDSSURYHGUHJXODWRU



)XQFWLRQVRIDSSURYHGUHJXODWRUV


0RGLILFDWLRQRIWKHIXQFWLRQVRIDSSURYHGUHJXODWRUV


7KH6HFUHWDU\RI6WDWHPD\E\RUGHUu
D PRGLI\WKHIXQFWLRQVRIDQDSSURYHGUHJXODWRURUDQ\RWKHUERG\ RWKHU
WKDQWKH%RDUG DQG
E PDNHVXFKRWKHUSURYLVLRQUHODWLQJWRWKRVHIXQFWLRQVDVWKH6HFUHWDU\
RI6WDWHFRQVLGHUVQHFHVVDU\RUH[SHGLHQW





7KH6HFUHWDU\RI6WDWHPD\PDNHDQRUGHUXQGHUVXEVHFWLRQ  RQO\LIu
D WKH%RDUGKDVPDGHDUHFRPPHQGDWLRQLQDFFRUGDQFHZLWKVHFWLRQ
DQG
E WKHRUGHULVLQWKHVDPHIRUPDVRUDIRUPQRWPDWHULDOO\GLIIHUHQWIURP
WKHGUDIWRUGHUDQQH[HGWRWKDWUHFRPPHQGDWLRQ





$QRUGHUXQGHUVXEVHFWLRQ  PD\EHPDGHRQO\IRUWKHSXUSRVHRIHQDEOLQJ
WKHERG\WRZKLFKLWUHODWHVu
D WRFDUU\RXWLWVUROHDVDQDSSURYHGUHJXODWRU LQFOXGLQJLWVUROHLIDQ\
DVDOLFHQVLQJDXWKRULW\ PRUHHIIHFWLYHO\RUHIILFLHQWO\
E WR DXWKRULVH SHUVRQV WR FDUU\ RQ DQ\ DGGLWLRQDO DFWLYLW\ ZKLFK LV D
UHVHUYHGOHJDODFWLYLW\LQUHODWLRQWRZKLFKLWLVDQDSSURYHGUHJXODWRU
F WR EHFRPH GHVLJQDWHG E\ DQ RUGHU XQGHU 3DUW  RI 6FKHGXOH  DV DQ
DSSURYHGUHJXODWRURUGHVLJQDWHGE\DQRUGHUXQGHU3DUWRI6FKHGXOH
 DV D OLFHQVLQJ DXWKRULW\ LQ UHODWLRQ WR RQH RU PRUH UHVHUYHG OHJDO
DFWLYLWLHVRU
G WREHFRPHDTXDOLI\LQJUHJXODWRUXQGHU3DUWRI6FKHGXOHRULILWLV
DGHVLJQDWHGTXDOLI\LQJUHJXODWRUXQGHUVHFWLRQ$RIWKH,PPLJUDWLRQ
DQG $V\OXP $FW  F   WR DXWKRULVH SHUVRQV WR SURYLGH DQ\
DGGLWLRQDO DGYLFH RU VHUYLFHV WKH SURYLVLRQ RI ZKLFK DPRXQWV WR WKH
SURYLVLRQRILPPLJUDWLRQDGYLFHRULPPLJUDWLRQVHUYLFHV





6XEVHFWLRQV  WR  RIVHFWLRQDSSO\LQUHODWLRQWRDQRUGHULQUHODWLRQWRD
ERG\ XQGHU WKLV VHFWLRQ DV WKH\ DSSO\ LQ UHODWLRQ WR DQ RUGHU XQGHU VHFWLRQ
  E LQUHODWLRQWRWKH%RDUG





$QRUGHUXQGHUWKLVVHFWLRQDOVRPD\PDNHSURYLVLRQLQUHODWLRQWRu
D WKHSURYLVLRQRILPPLJUDWLRQDGYLFHRULPPLJUDWLRQVHUYLFHVDQG
E SHUVRQVDXWKRULVHGWRSURYLGHVXFKDGYLFHDQGVHUYLFHVE\WKHERG\WR
ZKLFKWKHRUGHUUHODWHV
FRUUHVSRQGLQJWRWKHSURYLVLRQZKLFKPD\EHPDGHE\YLUWXHRIVHFWLRQ 
WR  LQUHODWLRQWRUHVHUYHGOHJDODFWLYLWLHVDQGSHUVRQVDXWKRULVHGWRFDUU\RQ
WKRVHDFWLYLWLHV

'UDIW%LOO









/HJDO6HUYLFHV%LOO
3DUWu5HJXODWLRQRIDSSURYHGUHJXODWRUV



$Q RUGHU XQGHU VXEVHFWLRQ   PD\ PDNH VXFK PRGLILFDWLRQV RI SURYLVLRQV
PDGHE\RUXQGHUDQ\HQDFWPHQW LQFOXGLQJWKLV$FWRUDQ\$FWSDVVHGDIWHU
WKLV $FW  SUHURJDWLYH LQVWUXPHQW RU RWKHU LQVWUXPHQW RU GRFXPHQW DV WKH
6HFUHWDU\RI6WDWHFRQVLGHUVQHFHVVDU\RUH[SHGLHQW



$Q\SURYLVLRQPDGHE\DQRUGHUXQGHUVXEVHFWLRQ   qWKHPRGLI\LQJRUGHUr
PD\EHFRQGLWLRQDOXSRQu
D WKHERG\WRZKLFKWKHRUGHUUHODWHVEHLQJGHVLJQDWHGE\DQRUGHUXQGHU
3DUWRI6FKHGXOHDVDQDSSURYHGUHJXODWRURUE\DQRUGHUXQGHU3DUW
 RI 6FKHGXOH  DV D OLFHQVLQJ DXWKRULW\ LQ UHODWLRQ WR RQH RU PRUH
UHVHUYHGOHJDODFWLYLWLHVVSHFLILHGLQWKHPRGLI\LQJRUGHURU
E WKHERG\WRZKLFKWKHRUGHUUHODWHVEHFRPLQJDGHVLJQDWHGTXDOLI\LQJ
UHJXODWRUXQGHUVHFWLRQ$RIWKH,PPLJUDWLRQDQG$V\OXP$FW
F  







7KH%RDUGpVSRZHUWRUHFRPPHQGRUGHUVPDGHXQGHUVHFWLRQ


7KH%RDUGPD\UHFRPPHQGWRWKH6HFUHWDU\RI6WDWHWKDWWKH6HFUHWDU\RI6WDWH
PDNHDQRUGHUXQGHUVHFWLRQLQWKHIRUPRIDGUDIWRUGHUSUHSDUHGE\WKH
%RDUGDQGDQQH[HGWRWKHUHFRPPHQGDWLRQ



$UHFRPPHQGDWLRQPD\EHPDGHXQGHUWKLVVHFWLRQRQO\ZLWKWKHFRQVHQWRI
WKHDSSURYHGUHJXODWRURURWKHUERG\WRZKLFKWKHGUDIWRUGHUUHODWHV



%HIRUHPDNLQJDUHFRPPHQGDWLRQXQGHUWKLVVHFWLRQWKH%RDUGPXVWSXEOLVKD
GUDIWRIu
D WKHSURSRVHGUHFRPPHQGDWLRQDQG
E WKHSURSRVHGGUDIWRUGHU



7KHGUDIWPXVWEHDFFRPSDQLHGE\DQRWLFHZKLFKVWDWHVWKDWUHSUHVHQWDWLRQV
DERXWWKHSURSRVDOVPD\EHPDGHWRWKH%RDUGZLWKLQDVSHFLILHGSHULRG



%HIRUH PDNLQJ WKH UHFRPPHQGDWLRQ WKH %RDUG PXVW KDYH UHJDUG WR DQ\
UHSUHVHQWDWLRQVGXO\PDGH



,IWKHGUDIWRUGHUWREHDQQH[HGWRWKHUHFRPPHQGDWLRQGLIIHUVIURPWKHGUDIW
SXEOLVKHG XQGHU VXEVHFWLRQ  E  LQ D ZD\ ZKLFK LV LQ WKH RSLQLRQ RI WKH
%RDUGPDWHULDOWKH%RDUGPXVWEHIRUHPDNLQJWKHUHFRPPHQGDWLRQSXEOLVK
WKH GUDIW RUGHU DORQJ ZLWK D VWDWHPHQW GHWDLOLQJ WKH FKDQJHV PDGH DQG WKH
UHDVRQVIRUWKRVHFKDQJHV









3$57
$/7(51$7,9(%86,1(666758&785(6
,QWURGXFWRU\




&DUU\LQJRQRIDFWLYLWLHVE\OLFHQVHGERGLHV


7KH SURYLVLRQV RI WKLV 3DUW KDYH HIIHFW IRU WKH SXUSRVH RI UHJXODWLQJ WKH
FDUU\LQJRQRIUHVHUYHGOHJDODFWLYLWLHVDQGRWKHUDFWLYLWLHVE\OLFHQVHGERGLHV



,QWKLV$FWqOLFHQVHGERG\rPHDQVDERG\ZKLFKKROGVDOLFHQFHLQIRUFHXQGHU
WKLV3DUW

'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu$OWHUQDWLYHEXVLQHVVVWUXFWXUHV

/LFHQVLQJDXWKRULWLHV


/LFHQVLQJDXWKRULWLHVDQGUHOHYDQWOLFHQVLQJDXWKRULWLHV










,QWKLV$FWqOLFHQVLQJDXWKRULW\rPHDQVu
D WKH%RDUGRU
E DQ DSSURYHG UHJXODWRU ZKLFK LV GHVLJQDWHG DV D OLFHQVLQJ DXWKRULW\
XQGHU3DUWRI6FKHGXOHDQGZKRVHOLFHQVLQJUXOHVDUHDSSURYHGIRU
WKHSXUSRVHVRIWKLV$FW
)RUWKHSXUSRVHVRIWKLV$FWu
D WKH %RDUG LV D OLFHQVLQJ DXWKRULW\ LQ UHODWLRQ WR DOO UHVHUYHG OHJDO
DFWLYLWLHVDQG
E DQDSSURYHGUHJXODWRUZLWKLQVXEVHFWLRQ  E LVDOLFHQVLQJDXWKRULW\
LQ UHODWLRQ WR DQ\ UHVHUYHG OHJDO DFWLYLW\ LQ UHODWLRQ WR ZKLFK WKH
GHVLJQDWLRQLVPDGH
7KH%RDUGu
D PD\ GHOHJDWH DQ\ RI LWV IXQFWLRQV DV D OLFHQVLQJ DXWKRULW\ WR VXFK
SHUVRQVDVLWFRQVLGHUVDSSURSULDWH
E PXVWWDNHVXFKVWHSVDVDUHQHFHVVDU\WRHQVXUHDQDSSURSULDWHILQDQFLDO
DQGRUJDQLVDWLRQDOVHSDUDWLRQEHWZHHQWKHDFWLYLWLHVRIWKH%RDUGWKDW
UHODWHWRWKHFDUU\LQJRXWRILWVIXQFWLRQVDVDOLFHQVLQJDXWKRULW\DQGWKH
RWKHUDFWLYLWLHVRIWKH%RDUG









$OLFHQVLQJDXWKRULW\LVDqUHOHYDQWOLFHQVLQJDXWKRULW\rLQUHODWLRQWRDOLFHQVHG
ERG\LIWKHOLFHQVHGERG\LVDXWKRULVHGE\WKHOLFHQVLQJDXWKRULW\WRFDUU\RQDQ
DFWLYLW\ZKLFKLVDUHVHUYHGOHJDODFWLYLW\
'HVLJQDWLRQRIDSSURYHGUHJXODWRUDVOLFHQVLQJDXWKRULW\
3DUW  RI 6FKHGXOH  PDNHV SURYLVLRQ IRU DSSURYHG UHJXODWRUV WR EH
GHVLJQDWHG E\ RUGHU DV OLFHQVLQJ DXWKRULWLHV LQ UHODWLRQ WR RQH RU PRUH
UHVHUYHGOHJDODFWLYLWLHV





$XWRPDWLFFDQFHOODWLRQRIGHVLJQDWLRQDVOLFHQVLQJDXWKRULW\


7KLVVHFWLRQDSSOLHVZKHUHDERG\LVGHVLJQDWHGu
D DVDQDSSURYHGUHJXODWRULQUHODWLRQWRDUHVHUYHGOHJDODFWLYLW\ qWKH
DFWLYLW\r DQG
E DVDOLFHQVLQJDXWKRULW\LQUHODWLRQWRWKHDFWLYLW\



,IWKH6HFUHWDU\RI6WDWHPDNHVDQRUGHUXQGHUVHFWLRQFDQFHOOLQJWKHERG\pV
GHVLJQDWLRQ DV DQ DSSURYHG UHJXODWRU LQ UHODWLRQ WR WKH DFWLYLW\ WKH ERG\pV
GHVLJQDWLRQDVDOLFHQVLQJDXWKRULW\LQUHODWLRQWRWKHDFWLYLW\LVDOVRFDQFHOOHG









7KH FDQFHOODWLRQ WDNHV HIIHFW DW WKH VDPH WLPH DV FDQFHOODWLRQ RI WKH ERG\pV
GHVLJQDWLRQDVDQDSSURYHGUHJXODWRU
&DQFHOODWLRQRIGHVLJQDWLRQDVOLFHQVLQJDXWKRULW\E\RUGHU



7KH 6HFUHWDU\ RI 6WDWH PD\ E\ RUGHU FDQFHO DQ DSSURYHG UHJXODWRUpV
GHVLJQDWLRQDVDOLFHQVLQJDXWKRULW\u
D LQUHODWLRQWRDOOWKHUHVHUYHGOHJDODFWLYLWLHVLQUHODWLRQWRZKLFKLWZDV
GHVLJQDWHGRU

'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu$OWHUQDWLYHEXVLQHVVVWUXFWXUHV

E LQUHODWLRQWRRQHRUPRUHEXWQRWDOORIWKRVHUHVHUYHGOHJDODFWLYLWLHV
ZLWKHIIHFWIURPDGDWHVSHFLILHGLQWKHRUGHU




%XW WKH 6HFUHWDU\ RI 6WDWH PD\ RQO\ PDNH DQ RUGHU XQGHU VXEVHFWLRQ   LQ
DFFRUGDQFHZLWKDUHFRPPHQGDWLRQPDGHE\WKH%RDUGXQGHUVXEVHFWLRQ  RU

7KH %RDUG PXVW UHFRPPHQG WKDW DQ RUGHU LV PDGH FDQFHOOLQJ DQ DSSURYHG
UHJXODWRUpV GHVLJQDWLRQ DV D OLFHQVLQJ DXWKRULW\ LQ UHODWLRQ WR RQH RU PRUH
UHVHUYHGOHJDODFWLYLWLHVLIu
D WKH DSSURYHG UHJXODWRU DSSOLHV WR WKH %RDUG IRU VXFK D
UHFRPPHQGDWLRQWREHPDGH
E WKHDSSOLFDWLRQLVPDGHLQVXFKIRUPDQGPDQQHUDVPD\EHSUHVFULEHG
E\UXOHVPDGHE\WKH%RDUGDQGLVDFFRPSDQLHGE\WKHSUHVFULEHGIHH
DQG
F WKH DSSURYHG UHJXODWRU SXEOLVKHV D QRWLFH JLYLQJ GHWDLOV RI WKH
DSSOLFDWLRQLQDFFRUGDQFHZLWKVXFKUHTXLUHPHQWVDVPD\EHVSHFLILHG
LQUXOHVPDGHE\WKH%RDUG



,QWKLVVHFWLRQqWKHSUHVFULEHGIHHrLQUHODWLRQWRDQDSSOLFDWLRQPHDQVWKHIHH
VSHFLILHGLQRUGHWHUPLQHGLQDFFRUGDQFHZLWKUXOHVPDGHE\WKH%RDUGZLWK
WKHFRQVHQWRIWKH6HFUHWDU\RI6WDWH



7KH %RDUG PD\ UHFRPPHQG WKDW DQ RUGHU LV PDGH FDQFHOOLQJ DQ DSSURYHG
UHJXODWRUpV GHVLJQDWLRQ DV D OLFHQVLQJ DXWKRULW\ LQ UHODWLRQ WR RQH RU PRUH
UHVHUYHGOHJDODFWLYLWLHVLILWLVVDWLVILHGu
D WKDWRQHRUPRUHRIWKHFDQFHOODWLRQFRQGLWLRQVDUHPHWLQUHODWLRQWRWKH
OLFHQVLQJDXWKRULW\DQG
E WKDWLQDOOWKHFLUFXPVWDQFHVRIWKHFDVHLWLVDSSURSULDWHWRFDQFHOWKH
DSSURYHGUHJXODWRUpVGHVLJQDWLRQLQUHODWLRQWRWKHDFWLYLW\RUDFWLYLWLHV
LQTXHVWLRQ









7KHFDQFHOODWLRQFRQGLWLRQVDUHu
D WKDW WKH OLFHQVLQJ DXWKRULW\ KDV IDLOHG WR SHUIRUP DQ\ RI LWV OLFHQVLQJ
IXQFWLRQVWRDQDGHTXDWHVWDQGDUG RUDWDOO 
E WKDWWKHOLFHQVLQJDXWKRULW\KDVIDLOHGWRFRPSO\ZLWKDQ\UHTXLUHPHQW
LPSRVHGRQLWE\RUXQGHUWKLV$FWRUDQ\RWKHUHQDFWPHQW
F WKDW WKH FLUFXPVWDQFHV DUH VXFK WKDW LI WKH DSSURYHG UHJXODWRU ZHUH
QRZWRPDNHDQDSSOLFDWLRQXQGHU3DUWRI6FKHGXOH DSSOLFDWLRQIRU
GHVLJQDWLRQDVOLFHQVLQJDXWKRULW\ LQUHVSHFWRIWKHDFWLYLW\RUDFWLYLWLHV
LQTXHVWLRQLWVDSSOLFDWLRQZRXOGEHUHMHFWHG















7KHOLFHQVLQJIXQFWLRQVRIDOLFHQVLQJDXWKRULW\DUHDQ\IXQFWLRQVWKHOLFHQVLQJ
DXWKRULW\KDVu
D XQGHURULQUHODWLRQWRLWVOLFHQVLQJUXOHV
E LQFRQQHFWLRQZLWKWKHPDNLQJRUDOWHUDWLRQRIWKRVHUXOHV



7KH %RDUG PD\ QRW GHWHUPLQH WKDW LW LV DSSURSULDWH WR FDQFHO DQ DSSURYHG
UHJXODWRUpV GHVLJQDWLRQ DV D OLFHQVLQJ DXWKRULW\ LQ UHODWLRQ WR DQ DFWLYLW\ RU
DFWLYLWLHVXQOHVVLWLVVDWLVILHGWKDWWKHOLFHQVLQJDXWKRULW\pVIDLOXUHVFDQQRWEH
DGHTXDWHO\DGGUHVVHGE\WKH%RDUGH[HUFLVLQJWKHSRZHUVDYDLODEOHWRLWXQGHU
VHFWLRQVWR



3DUW  RI 6FKHGXOH  PDNHV IXUWKHU SURYLVLRQ DERXW WKH PDNLQJ RI
UHFRPPHQGDWLRQVXQGHUVXEVHFWLRQ  

'UDIW%LOO



/HJDO6HUYLFHV%LOO
3DUWu$OWHUQDWLYHEXVLQHVVVWUXFWXUHV



,I WKH 6HFUHWDU\ RI 6WDWH GHFLGHV QRW WR PDNH DQ RUGHU LQ UHVSRQVH WR D
UHFRPPHQGDWLRQPDGHXQGHUVXEVHFWLRQ  RU  WKH6HFUHWDU\RI6WDWHPXVW
JLYHWRWKH%RDUGQRWLFHRIWKHGHFLVLRQDQGWKHUHDVRQVIRULW



7KH6HFUHWDU\RI6WDWHPXVWSXEOLVKDQRWLFHJLYHQXQGHUVXEVHFWLRQ  



6XSSOHPHQWDU\SURYLVLRQUHODWLQJWRFDQFHOODWLRQRIDGHVLJQDWLRQ




7KLVVHFWLRQDSSOLHVZKHUHDQDSSURYHGUHJXODWRU qWKHROGDXWKRULW\r KDVLWV
GHVLJQDWLRQDVDOLFHQVLQJDXWKRULW\LQUHODWLRQWRRQHRUPRUHUHVHUYHGOHJDO
DFWLYLWLHVFDQFHOOHGu
D E\YLUWXHRIVHFWLRQRU
E E\DQRUGHUXQGHUVHFWLRQ
7KH6HFUHWDU\RI6WDWHPD\E\RUGHUPDNHu
D VXFK PRGLILFDWLRQV RI SURYLVLRQV PDGH E\ RU XQGHU DQ\ HQDFWPHQW
LQFOXGLQJ WKLV $FW RU DQ\ HQDFWPHQW SDVVHG RU PDGH DIWHU WKLV $FW 
SUHURJDWLYHLQVWUXPHQWRURWKHULQVWUXPHQWRUGRFXPHQWDQG
E VXFKWUDQVLWLRQDORUFRQVHTXHQWLDOSURYLVLRQ
DVWKH6HFUHWDU\RI6WDWHFRQVLGHUVQHFHVVDU\RUH[SHGLHQWLQFRQVHTXHQFHRIWKH
FDQFHOODWLRQ



7KH6HFUHWDU\RI6WDWHPD\E\RUGHUPDNHWUDQVIHUDUUDQJHPHQWV



q7UDQVIHU DUUDQJHPHQWVr DUH DUUDQJHPHQWV LQ DFFRUGDQFH ZLWK ZKLFK HDFK
FRQVHQWLQJOLFHQVHGERG\LVIURPWKHWLPHWKHFDQFHOODWLRQWDNHVHIIHFWWUHDWHG
DVEHLQJDXWKRULVHGWRFDUU\RQHDFKSURWHFWHGDFWLYLW\E\YLUWXHRIDOLFHQFH
LVVXHG XQGHU WKLV 3DUW E\ D OLFHQVLQJ DXWKRULW\ LQ UHODWLRQ WR WKH SURWHFWHG
DFWLYLW\ZKLFKFRQVHQWVWRWKHWUDQVIHUDUUDQJHPHQWV



q&RQVHQWLQJ OLFHQVHG ERG\r PHDQV D OLFHQVHG ERG\ DXWKRULVHG E\ WKH ROG
DXWKRULW\ZKLFKFRQVHQWVWRWKHWUDQVIHUDUUDQJHPHQWV



7KHWUDQVIHUDUUDQJHPHQWVu
D PXVW PDNH VXFK SURYLVLRQ DV LV QHFHVVDU\ WR HQVXUH WKDW ZKHUH D
OLFHQVHGERG\LVWUHDWHGXQGHUWKRVHDUUDQJHPHQWVDVEHLQJDXWKRULVHG
WRFDUU\RQDSURWHFWHGDFWLYLW\E\WKHQHZDXWKRULW\WKDWOLFHQVHGERG\
LVVXEMHFWWRWKHOLFHQVLQJUXOHVRIWKHQHZDXWKRULW\
E PD\ PDNH SURYLVLRQ UHTXLULQJ DPRXQWV KHOG E\ WKH ROG DXWKRULW\
ZKLFK UHSUHVHQW DPRXQWV SDLG WR LW E\ ZD\ RI OLFHQVLQJ IHHV E\ WKH
FRQVHQWLQJOLFHQVHGERGLHV RUDSDUWRIWKHDPRXQWVVRKHOG WREHSDLG
WRWKHQHZDXWKRULW\DQGWUHDWHGDVLIWKH\ZHUHDPRXQWVSDLGE\WKRVH
OLFHQVHGERGLHVE\ZD\RIOLFHQVLQJIHHVWRWKHQHZDXWKRULW\

















6XEVHFWLRQ  D LVVXEMHFWWRDQ\WUDQVLWLRQDOSURYLVLRQZKLFKPD\EHPDGHE\
WKHWUDQVIHUDUUDQJHPHQWVLQFOXGLQJSURYLVLRQPRGLI\LQJWKHOLFHQVLQJUXOHVRI
WKH QHZ DXWKRULW\ DV WKH\ DSSO\ WR WKH ERGLHV WR ZKRP WKH WUDQVIHU
DUUDQJHPHQWVDSSO\



7KH6HFUHWDU\RI6WDWHPD\PDNHDQRUGHUXQGHUWKLVVHFWLRQRQO\LIu
D WKH%RDUGKDVPDGHDUHFRPPHQGDWLRQLQDFFRUGDQFHZLWKVHFWLRQ
DQG
E WKHRUGHULVLQWKHVDPHIRUPDVRULQDIRUPZKLFKLVQRWPDWHULDOO\
GLIIHUHQWIURPWKHGUDIWRUGHUDQQH[HGWRWKDWUHFRPPHQGDWLRQ





)RUWKHSXUSRVHVRIWKLVVHFWLRQu



'UDIW%LOO



/HJDO6HUYLFHV%LOO
3DUWu$OWHUQDWLYHEXVLQHVVVWUXFWXUHV

D

E
F





D OLFHQVHG ERG\ LV qDXWKRULVHG E\ WKH ROG DXWKRULW\r LI LPPHGLDWHO\
EHIRUHWKHWLPHWKHFDQFHOODWLRQWDNHVHIIHFWWKHERG\LVE\YLUWXHRID
OLFHQFHXQGHUWKLV3DUWDXWKRULVHGE\WKHROGDXWKRULW\WRFDUU\RQDQ
DFWLYLW\ ZKLFK LV D UHVHUYHG OHJDO DFWLYLW\ WR ZKLFK WKH FDQFHOODWLRQ
UHODWHV
LQUHODWLRQWRWKDWERG\WKDWDFWLYLW\LVDqSURWHFWHGDFWLYLW\rDQG
LQ UHODWLRQ WR WKDW ERG\ qWKH QHZ DXWKRULW\r PHDQV WKH OLFHQVLQJ
DXWKRULW\E\ZKLFK LQDFFRUGDQFHZLWKWUDQVIHUDUUDQJHPHQWVXQGHU
VXEVHFWLRQ  WKHERG\LVWUHDWHGDVDXWKRULVHGWRFDUU\RQDSURWHFWHG
DFWLYLW\





,QWKLVVHFWLRQqOLFHQVLQJIHHrLQUHODWLRQWRDOLFHQVLQJDXWKRULW\PHDQVDIHH
SD\DEOH E\ D OLFHQVHG ERG\ XQGHU WKH DXWKRULW\pV OLFHQVLQJ UXOHV PDGH LQ
DFFRUGDQFHZLWKSDUDJUDSKRI6FKHGXOH
7KH%RDUGpVSRZHUWRUHFRPPHQGRUGHUVPDGHXQGHUVHFWLRQ



7KH%RDUGPD\UHFRPPHQGWRWKH6HFUHWDU\RI6WDWHWKDWWKH6HFUHWDU\RI6WDWH
PDNHDQRUGHUXQGHUVHFWLRQLQWKHIRUPRIDGUDIWRUGHUSUHSDUHGE\WKH
%RDUGDQGDQQH[HGWRWKHUHFRPPHQGDWLRQ



%HIRUHPDNLQJDUHFRPPHQGDWLRQXQGHUWKLVVHFWLRQWKH%RDUGPXVWSXEOLVKD
GUDIWRIu
D WKHSURSRVHGUHFRPPHQGDWLRQDQG
E WKHSURSRVHGGUDIWRUGHU







7KHGUDIWPXVWEHDFFRPSDQLHGE\DQRWLFHZKLFKVWDWHVWKDWUHSUHVHQWDWLRQV
DERXWWKHSURSRVDOVPD\EHPDGHWRWKH%RDUGZLWKLQDVSHFLILHGSHULRG



%HIRUH PDNLQJ WKH UHFRPPHQGDWLRQ WKH %RDUG PXVW KDYH UHJDUG WR DQ\
UHSUHVHQWDWLRQVGXO\PDGH





,IWKHGUDIWRUGHUWREHDQQH[HGWRWKHUHFRPPHQGDWLRQGLIIHUVIURPWKHGUDIW
SXEOLVKHG XQGHU VXEVHFWLRQ  E  LQ D ZD\ ZKLFK LV LQ WKH RSLQLRQ RI WKH
%RDUGPDWHULDOWKH%RDUGPXVWEHIRUHPDNLQJWKHUHFRPPHQGDWLRQSXEOLVK
WKH GUDIW RUGHU DORQJ ZLWK D VWDWHPHQW GHWDLOLQJ WKH FKDQJHV PDGH DQG WKH
UHDVRQVIRUWKRVHFKDQJHV



/LFHQVLQJUXOHV


/LFHQVLQJUXOHV


7KH%RDUG DFWLQJLQLWVFDSDFLW\DVDOLFHQVLQJDXWKRULW\ u
D PXVWPDNHOLFHQVLQJUXOHVEHIRUHWKHHQGRIWKHSHULRGRIPRQWKV
EHJLQQLQJZLWKWKHGD\DSSRLQWHGE\WKH6HFUHWDU\RI6WDWHE\RUGHU
IRUWKHSXUSRVHVRIWKLVSDUDJUDSK
E PD\PDNHRUPRGLI\LWVOLFHQVLQJUXOHVRQO\ZLWKWKHDSSURYDORIWKH
%RDUG DFWLQJRWKHUZLVHWKDQLQLWVFDSDFLW\DVDOLFHQVLQJDXWKRULW\RU
DVDQDSSURYHGUHJXODWRU 



$QDSSURYHGUHJXODWRUPD\PDNHOLFHQVLQJUXOHVDWDQ\WLPHEXWWKH\KDYH
HIIHFWRQO\DWDWLPHZKHQWKHDSSURYHGUHJXODWRULVDOLFHQVLQJDXWKRULW\



/LFHQVLQJUXOHVRIDOLFHQVLQJDXWKRULW\DUHUXOHVZKLFKu

'UDIW%LOO







/HJDO6HUYLFHV%LOO
3DUWu$OWHUQDWLYHEXVLQHVVVWUXFWXUHV

D
E
F




SUHVFULEH WKH FLUFXPVWDQFHV LQ ZKLFK ERGLHV SURSRVLQJ WR SURYLGH
VHUYLFHVZKLFKLQFOXGHUHVHUYHGOHJDOVHUYLFHVPD\EHOLFHQVHGE\WKH
OLFHQVLQJDXWKRULW\
SUHVFULEHWKHFRQGLWLRQVZKLFK VXEMHFWWRDQ\H[FHSWLRQVSURYLGHGE\
WKHUXOHV PXVWDWDOOWLPHVEHVDWLVILHGE\ERGLHVVROLFHQVHGLIWKH\DUH
WRUHPDLQVROLFHQVHGDQG
UHJXODWHWKHFRQGXFWRIWKHDIIDLUVRIVXFKERGLHV



/LFHQVLQJUXOHVRIDOLFHQVLQJDXWKRULW\u
D PXVWPDNHWKHSURYLVLRQUHTXLUHGE\6FKHGXOHDQGVHFWLRQVDQG
DQG
E ZLWKRXW SUHMXGLFH WR WKH JHQHUDOLW\ RI VXEVHFWLRQ   PD\ PDNH DQ\
SURYLVLRQDXWKRULVHGE\WKLV$FW



%XWOLFHQVLQJUXOHVu
D QHHGQRWPDNHWKHSURYLVLRQUHTXLUHGE\6FKHGXOHLQUHODWLRQWRQRW
IRUSURILWERGLHVDQG
E PD\PDNHSURYLVLRQLQUHODWLRQWRQRWIRUSURILWERGLHVGLIIHUHQWWRWKDW
PDGHLQUHODWLRQWRRWKHUERGLHV



/LFHQVLQJ


$SSOLFDWLRQIRUOLFHQFH


$OLFHQVLQJDXWKRULW\PXVWGHWHUPLQHDQ\DSSOLFDWLRQIRUDOLFHQFHZKLFKu
D LVPDGHLQDFFRUGDQFHZLWKLWVOLFHQVLQJUXOHVDQG
E LVDFFRPSDQLHGE\WKHUHTXLUHGDSSOLFDWLRQIHH



7KHOLFHQVLQJDXWKRULW\PD\QRWJUDQWWKHDSSOLFDWLRQXQOHVVLWLVVDWLVILHGWKDW
LIWKHOLFHQFHLVJUDQWHGWKHDSSOLFDQWZLOOFRPSO\ZLWKLWVOLFHQVLQJUXOHVPDGH
XQGHUu
D SDUDJUDSKVDQGRI6FKHGXOH PDQDJHPHQW 
E SDUDJUDSKVWRRIWKDW6FKHGXOH RZQHUVKLS 
F SDUDJUDSKRIWKDW6FKHGXOH +HDGRI/HJDO3UDFWLFH DQG
G SDUDJUDSKRIWKDW6FKHGXOH +HDGRI)LQDQFHDQG$GPLQLVWUDWLRQ 
DQGLWLVVDWLVILHGWKDWWKHDSSOLFDQWKDVPDGHDGHTXDWHDUUDQJHPHQWVWRHQVXUH
FRPSOLDQFHZLWKLWVRWKHUOLFHQVLQJUXOHV











,IWKHOLFHQVLQJDXWKRULW\JUDQWVDQDSSOLFDWLRQIRUDOLFHQFHLWPXVWLVVXHWKH
OLFHQFHDVVRRQDVUHDVRQDEO\SUDFWLFDEOH
7HUPVRIOLFHQFH



$OLFHQFHLVVXHGXQGHUVHFWLRQPXVWVSHFLI\u
D WKHDFWLYLWLHVZKLFKDUHUHVHUYHGOHJDODFWLYLWLHVDQGZKLFKWKHOLFHQVHG
ERG\LVDXWKRULVHGWRFDUU\RQE\YLUWXHRIWKHOLFHQFHDQG
E DQ\FRQGLWLRQVVXEMHFWWRZKLFKWKHOLFHQFHLVJUDQWHG



,IWKH OLFHQVLQJDXWKRULW\LV DQDSSURYHG UHJXODWRU GHVLJQDWHG DV D OLFHQVLQJ
DXWKRULW\XQGHU3DUWRI6FKHGXOHWKHOLFHQFHPD\DXWKRULVHWKHOLFHQVHG
ERG\ WR FDUU\ RQ DFWLYLWLHV ZKLFK DUH UHVHUYHG OHJDO DFWLYLWLHV RQO\ LI WKH
OLFHQVLQJDXWKRULW\LVGHVLJQDWHGLQUHODWLRQWRWKHP

'UDIW%LOO







/HJDO6HUYLFHV%LOO
3DUWu$OWHUQDWLYHEXVLQHVVVWUXFWXUHV



$ OLFHQFH PXVW EH JUDQWHG VXEMHFW WR WKH FRQGLWLRQ WKDW WKH OLFHQVHG ERG\
FRPSOLHVZLWKu
D DQ\REOLJDWLRQZKLFKPD\IURPWLPHWRWLPHEHLPSRVHGE\RUXQGHU
WKHOLFHQVLQJDXWKRULW\pVOLFHQVLQJUXOHV
E DQ\RWKHUREOLJDWLRQVLPSRVHGE\RUXQGHUWKLVRUDQ\RWKHUHQDFWPHQW



$ OLFHQFH PD\ EH JUDQWHG VXEMHFW WR VXFK RWKHU FRQGLWLRQV DV WKH OLFHQVLQJ
DXWKRULW\FRQVLGHUVDSSURSULDWH



7KRVH FRQGLWLRQV PD\ LQFOXGH FRQGLWLRQV DV WR WKH QRQUHVHUYHG DFWLYLWLHV
ZKLFKWKHOLFHQVHGERG\PD\RUPD\QRWFDUU\RQ



,QWKLV3DUWUHIHUHQFHVWRWKHWHUPV RIWKHOLFHQFHDUH WRWKHPDWWHUVOLVWHGLQ
VXEVHFWLRQ  







0RGLILFDWLRQRIOLFHQFH


$OLFHQVLQJDXWKRULW\PD\PRGLI\WKHWHUPVRIDOLFHQFHJUDQWHGE\LWu
D LI WKH OLFHQVHG ERG\ DSSOLHV WR WKH OLFHQVLQJ DXWKRULW\ LQ DFFRUGDQFH
ZLWKLWVOLFHQVLQJUXOHVIRUWKHPRGLILFDWLRQWREHPDGH
E LQVXFKRWKHUFLUFXPVWDQFHVDVPD\EHVSHFLILHGLQLWVOLFHQVLQJUXOHV



,WPD\GRVRE\JLYLQJWKHOLFHQVHGERG\QRWLFHLQZULWLQJRIWKHPRGLILFDWLRQV
DQGWKHPRGLILFDWLRQVKDYHHIIHFWIURPWKHWLPHWKHOLFHQVLQJDXWKRULW\JLYHV
WKHOLFHQVHGERG\WKHQRWLFH



7KHOLFHQVLQJDXWKRULW\pVSRZHUXQGHUWKLVVHFWLRQLVVXEMHFWWRVHFWLRQ 
DQG  DQGOLFHQVLQJUXOHVPDGHXQGHUSDUDJUDSKRI6FKHGXOH







5HJLVWHUVRIOLFHQVHGERGLHV


(DFKOLFHQVLQJDXWKRULW\PXVWNHHSDUHJLVWHUFRQWDLQLQJWKHQDPHVDQGSODFHV
RI EXVLQHVV RI DOO ERGLHV ZKLFK KROG RU KDYH KHOG OLFHQFHV JUDQWHG E\ WKH
OLFHQVLQJDXWKRULW\



:KHUHDQ\OLFHQFHKHOGE\DERG\LVIRUWKHWLPHEHLQJVXVSHQGHGWKHOLFHQVLQJ
DXWKRULW\VKDOOFDXVHWKDWIDFWWREHQRWHGLQWKHUHJLVWHULQWKHHQWU\IRUWKDW
ERG\



$ OLFHQVLQJ DXWKRULW\ PXVW SURYLGH IDFLOLWLHV IRU PDNLQJ WKH LQIRUPDWLRQ
FRQWDLQHGLQWKHHQWULHVLQLWVUHJLVWHUDYDLODEOHIRULQVSHFWLRQE\DQ\SHUVRQ
GXULQJRIILFHKRXUVDQGZLWKRXWSD\PHQW



7KH%RDUGPD\PDNHUXOHVDERXWu
D WKHUHJLVWHUWREHNHSWE\WKH%RDUGXQGHUWKLVVHFWLRQDQG
E WKH UHJLVWHU WR EH NHSW E\ HDFK OLFHQVLQJ DXWKRULW\ GHVLJQDWHG XQGHU
3DUWRI6FKHGXOH











5XOHVXQGHUVXEVHFWLRQ  PD\LQSDUWLFXODUSUHVFULEHDQ\IXUWKHULQIRUPDWLRQ
ZKLFKPXVWEHFRQWDLQHGLQDQHQWU\LQ WKHUHJLVWHULQUHODWLRQWRDOLFHQVHG
ERG\RUIRUPHUOLFHQVHGERG\
(YLGHQFHRIVWDWXV



$ FHUWLILFDWH VLJQHG E\ DQ RIILFHU RI D OLFHQVLQJ DXWKRULW\ DSSRLQWHG IRU WKH
SXUSRVH DQG VWDWLQJ RQH RI WKH PDWWHUV ZLWKLQ VXEVHFWLRQ   LV XQOHVV WKH
FRQWUDU\LVSURYHGHYLGHQFHRIWKHIDFWVVWDWHGLQWKHFHUWLILFDWH

'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu$OWHUQDWLYHEXVLQHVVVWUXFWXUHV







7KHPDWWHUVDUHu
D WKDWDQ\SHUVRQGRHVRUGRHVQRWRUGLGRUGLGQRWDWDQ\WLPHKROGD
OLFHQFHJUDQWHGE\WKHOLFHQVLQJDXWKRULW\XQGHUWKLV3DUWRU
E WKDWDOLFHQFHJUDQWHGWRDQ\SHUVRQE\WKHOLFHQVLQJDXWKRULW\LVRUZDV
DWDQ\WLPHVXVSHQGHGRUVXEMHFWWRDQ\SDUWLFXODUFRQGLWLRQV



$FHUWLILFDWHSXUSRUWLQJWREHVRVLJQHGLVWREHWDNHQWRKDYHEHHQVRVLJQHG
XQOHVVWKHFRQWUDU\LVSURYHG
2IIHQFHWRSUHWHQGWREHDOLFHQVHGERG\



,WLVDQRIIHQFHIRUDSHUVRQu
D ZLOIXOO\WRSUHWHQGWREHDOLFHQVHGERG\ZKHQLWLVQRWVXFKDERG\RU
E ZLWKWKHLQWHQWLRQRILPSO\LQJIDOVHO\WKDWWKHSHUVRQLVDOLFHQVHGERG\
WRWDNHRUXVHDQ\QDPHWLWOHRUGHVFULSWLRQ



$SHUVRQZKRLVJXLOW\RIDQRIIHQFHXQGHUVXEVHFWLRQ  LVOLDEOHu
D RQVXPPDU\FRQYLFWLRQWRDILQHQRWH[FHHGLQJOHYHORQWKHVWDQGDUG
VFDOHDQG
E RQFRQYLFWLRQRQLQGLFWPHQWWRDILQH





2ZQHUVKLSRIOLFHQVHGERGLHV


'LVFORVXUHRIRZQHUVKLS


:KHUHDFRPSDQ\ZLWKDVKDUHFDSLWDODSSOLHVIRUDOLFHQFHXQGHUVHFWLRQLW
PXVW LGHQWLI\ LQ LWV DSSOLFDWLRQ DQ\ QRQDXWKRULVHG SHUVRQ ZKR KROGV D
PDWHULDOLQWHUHVWLQWKHDSSOLFDQW RULIWKHOLFHQFHLVJUDQWHGZLOOKROGVXFKDQ
LQWHUHVWDWWKHWLPHRIWKHJUDQW 



:KHUHDQ\RWKHUERG\DSSOLHVIRUDOLFHQFHXQGHUVHFWLRQLWPXVWLGHQWLI\LQ
LWV DSSOLFDWLRQ DQ\ QRQDXWKRULVHG SHUVRQ ZKR KROGV DQ LQWHUHVW LQ WKH
DSSOLFDQW RULIWKHOLFHQFHLVJUDQWHGZLOOKROGDQLQWHUHVWDWWKHWLPHRIWKH
JUDQW 



,W LV DQ RIIHQFH IRU DQ DSSOLFDQW IRU D OLFHQFH WR IDLO WR FRPSO\ ZLWK D
UHTXLUHPHQWLPSRVHGE\VXEVHFWLRQ  RU  



$SHUVRQZKRLVJXLOW\RIDQRIIHQFHXQGHUVXEVHFWLRQ  LVOLDEOHRQVXPPDU\
FRQYLFWLRQWRDILQHQRWH[FHHGLQJOHYHORQWKHVWDQGDUGVFDOH



,WLVDQRIIHQFHIRUDQRQDXWKRULVHGSHUVRQZKRu
D LV LGHQWLILHG LQ DQ DSSOLFDWLRQ IRU D OLFHQFH LQ DFFRUGDQFH ZLWK
VXEVHFWLRQ  RU  DQG
E LVUHTXLUHGWRSURYLGHLQIRUPDWLRQRUGRFXPHQWVE\UHOHYDQWOLFHQVLQJ
UXOHVPDGHXQGHUSDUDJUDSKRI6FKHGXOH
NQRZLQJO\WRSURYLGHIDOVHRUPLVOHDGLQJLQIRUPDWLRQRUGRFXPHQWV



5HOHYDQWOLFHQVLQJUXOHVDUHOLFHQVLQJUXOHVPDGHE\WKHOLFHQVLQJDXWKRULW\WR
ZKLFKWKHDSSOLFDWLRQIRUDOLFHQFHLVPDGH



$SHUVRQZKRLVJXLOW\RIDQRIIHQFHXQGHUVXEVHFWLRQ  LVOLDEOHu
D RQ VXPPDU\ FRQYLFWLRQ WR D ILQH QRW H[FHHGLQJ WKH VWDWXWRU\
PD[LPXPDQG

'UDIW%LOO













/HJDO6HUYLFHV%LOO
3DUWu$OWHUQDWLYHEXVLQHVVVWUXFWXUHV

E



RQFRQYLFWLRQRQLQGLFWPHQWWRDWHUPRILPSULVRQPHQWQRWH[FHHGLQJ
WZR\HDUVRUDILQH RUERWK 

&KDQJHRIRZQHUVKLS


$QRQDXWKRULVHGSHUVRQ qWKHLQYHVWRUr ZKRu
D SURSRVHVWRWDNHDVWHSZKLFKZRXOGUHVXOWLQWKHLQYHVWRUDFTXLULQJDQ
LQWHUHVWLQDOLFHQVHGERG\RU
E DFTXLUHVDQLQWHUHVWLQDOLFHQVHGERG\ZLWKRXWWDNLQJVXFKDVWHS
PXVW LI WKH QRWLILFDWLRQ FRQGLWLRQ LV PHW QRWLI\ WKH OLFHQVHG ERG\ DQG WKH
UHOHYDQWOLFHQVLQJDXWKRULW\RIWKHSURSRVDORUDFTXLVLWLRQ



,Q D FDVH ZLWKLQ VXEVHFWLRQ  E  WKH LQYHVWRU PXVW QRWLI\ WKHP DV VRRQ DV
UHDVRQDEO\SUDFWLFDEOHDIWHUWKHLQYHVWRUNQRZVRURXJKWUHDVRQDEO\WRNQRZ
RIWKHDFTXLVLWLRQ



7KH QRWLILFDWLRQ FRQGLWLRQ LV PHW LQ UHODWLRQ WR D OLFHQVHG ERG\ ZKLFK LV D
FRPSDQ\ZLWKDVKDUHFDSLWDOLIDVDUHVXOWRIWKHDFTXLVLWLRQWKHLQYHVWRUZLOO
DFTXLUH RUKDVDFTXLUHG u
D ZKHUHWKHUHOHYDQWOLFHQVLQJDXWKRULW\KDVPDGHUXOHVXQGHUSDUDJUDSK
   RI 6FKHGXOH  D PDWHULDO LQWHUHVW RU D FRQWUROOHG LQWHUHVW LQ WKH
OLFHQVHGERG\DQG
E LQDQ\RWKHUFDVHDPDWHULDOLQWHUHVWLQWKHOLFHQVHGERG\



7KHQRWLILFDWLRQFRQGLWLRQLVPHWLQUHODWLRQWRDQ\RWKHUOLFHQVHGERG\LIWKH
LQYHVWRU GRHV QRW KDYH DQ LQWHUHVW LQ WKH OLFHQVHG ERG\ RU GLG QRW KDYH DQ
LQWHUHVWEHIRUHWKHDFTXLVLWLRQ 



,WLVDQRIIHQFHIRUDSHUVRQWRIDLOWRFRPSO\ZLWKDUHTXLUHPHQWLPSRVHGE\
VXEVHFWLRQ  RU  



$SHUVRQZKRLVJXLOW\RIDQRIIHQFHXQGHUVXEVHFWLRQ  LVOLDEOHRQVXPPDU\
FRQYLFWLRQWRDILQHQRWH[FHHGLQJOHYHORQWKHVWDQGDUGVFDOH



,WLVDQRIIHQFHIRUDQRQDXWKRULVHGSHUVRQ qWKHLQYHVWRUr ZKRu
D SURSRVHVWRWDNHDVWHSZKLFKZRXOGUHVXOWLQWKHLQYHVWRUDFTXLULQJDQ
LQWHUHVWLQDOLFHQVHGERG\DQG
E XQGHU VXEVHFWLRQ   LV UHTXLUHG WR QRWLI\ WKH OLFHQVHG ERG\ DQG WKH
UHOHYDQWOLFHQVLQJDXWKRULW\RIWKHSURSRVDO
WR WDNH WKH VWHS XQOHVV WKH UHOHYDQW OLFHQVLQJ DXWKRULW\ JLYHV WKH UHTXLUHG
DSSURYDOLQZULWLQJ



7KHUHTXLUHGDSSURYDOLVu
D LQWKHFDVHRIDFRPSDQ\ZLWKDVKDUHFDSLWDODSSURYDORIWKHLQYHVWRUpV
KROGLQJ RI D PDWHULDO LQWHUHVW RU DV WKH FDVH PD\ EH  D FRQWUROOHG
LQWHUHVWLQWKHOLFHQVHGERG\
E LQ WKH FDVH RI DQ\ RWKHU OLFHQVHG ERG\ DSSURYDO RI WKH LQYHVWRUpV
KROGLQJRIDQLQWHUHVWLQWKHOLFHQVHGERG\



$SHUVRQZKRLVJXLOW\RIDQRIIHQFHXQGHUVXEVHFWLRQ  LVOLDEOHu
D RQ VXPPDU\ FRQYLFWLRQ WR D ILQH QRW H[FHHGLQJ WKH VWDWXWRU\
PD[LPXPDQG
E RQFRQYLFWLRQRQLQGLFWPHQWWRDWHUPRILPSULVRQPHQWQRWH[FHHGLQJ
WZR\HDUVRUDILQH RUERWK 

'UDIW%LOO



















/HJDO6HUYLFHV%LOO
3DUWu$OWHUQDWLYHEXVLQHVVVWUXFWXUHV



,QWKLVVHFWLRQqFRQWUROOHGLQWHUHVWrKDVWKHPHDQLQJJLYHQE\SDUDJUDSK  RI
6FKHGXOH
5HJXODWLRQRIOLFHQVHGERGLHV



'XWLHVRI+HDGRI/HJDO3UDFWLFH


7KH+HDGRI/HJDO3UDFWLFHRIDOLFHQVHGERG\PXVWWDNHDOOUHDVRQDEOHVWHSVWR
HQVXUHWKDWWKHERG\FRPSOLHVZLWKWKHWHUPVRILWVOLFHQFH



7KH+HDGRI/HJDO3UDFWLFHPXVWWDNHDOOUHDVRQDEOHVWHSVWRHQVXUHWKDWDQ\
SHUVRQ WR ZKRP VXEVHFWLRQ   DSSOLHV FRPSOLHV ZLWK WKH UHJXODWRU\
DUUDQJHPHQWVRIDQ\UHOHYDQWDSSURYHGUHJXODWRULQUHODWLRQWRWKDWSHUVRQ



7KLVVXEVHFWLRQDSSOLHVWRDQ\SHUVRQu
D WKURXJKZKRPWKHOLFHQVHGERG\FDUULHVRQDOLFHQVHGDFWLYLW\RU
E ZKRVXSHUYLVHVDQ\RWKHUSHUVRQWKURXJKZKRPWKDWERG\FDUULHVRQ
VXFKDQDFWLYLW\
DQGZKRLVDQDXWKRULVHGSHUVRQLQUHODWLRQWRWKDWDFWLYLW\





7KH+HDGRI/HJDO3UDFWLFHPXVWDVVRRQDVUHDVRQDEO\SUDFWLFDEOHUHSRUWWR
WKHOLFHQVLQJDXWKRULW\u
D DQ\IDLOXUHE\WKHOLFHQVHGERG\WRFRPSO\ZLWKWKHWHUPVRILWVOLFHQFH
E DQ\LQVWDQFHRIDSHUVRQWKURXJKZKRPWKHOLFHQVHGERG\FDUULHVRQLWV
DFWLYLWLHVFDUU\LQJRQDUHVHUYHGOHJDODFWLYLW\ZKHQQRWHQWLWOHGWRGR
VR











6XEVHFWLRQ  GRHVQRWDSSO\WRWKHWHUPVRIWKHOLFHQFHVRIDUDVWKH\UHTXLUH
WKH OLFHQVHG ERG\ WR DGKHUH WR OLFHQVLQJ UXOHV PDGH XQGHU SDUDJUDSK  RI
6FKHGXOH DFFRXQWV  DVWRZKLFKVHHVHFWLRQ 
'XWLHVRI+HDGRI)LQDQFHDQG$GPLQLVWUDWLRQ



7KH +HDG RI )LQDQFH DQG $GPLQLVWUDWLRQ RI D OLFHQVHG ERG\ PXVW WDNH DOO
UHDVRQDEOH VWHSV WR HQVXUH WKDW WKH OLFHQVHG ERG\ DGKHUHV WR OLFHQVLQJ UXOHV
PDGHXQGHUSDUDJUDSKRI6FKHGXOH DFFRXQWV 



7KH+HDGRI)LQDQFHDQG$GPLQLVWUDWLRQPXVWUHSRUWDQ\EUHDFKRIWKRVHUXOHV
WRWKHOLFHQVLQJDXWKRULW\DVVRRQDVUHDVRQDEO\SUDFWLFDEOH



,QIRUPDWLRQ








7KHUHOHYDQWOLFHQVLQJDXWKRULW\LQUHODWLRQWRDOLFHQVHGERG\PD\E\QRWLFH
UHTXLUHDSHUVRQZLWKLQVXEVHFWLRQ  u
D WRSURYLGHDQ\VSHFLILHGLQIRUPDWLRQRU
E SURGXFHDQ\VSHFLILHGGRFXPHQW
IRU WKH SXUSRVH RI HQDEOLQJ WKH OLFHQVLQJ DXWKRULW\ WR DVFHUWDLQ ZKHWKHU WKH
OLFHQVHGERG\LVFRPSO\LQJRUKDVFRPSOLHGZLWKWKHWHUPVRILWVOLFHQFH
7KHSHUVRQVDUHu
D WKHOLFHQVHGERG\
E DQ\PDQDJHUHPSOR\HHRURIILFHURIWKHOLFHQVHGERG\

'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu$OWHUQDWLYHEXVLQHVVVWUXFWXUHV

F







DQ\ QRQDXWKRULVHG SHUVRQ ZKR KROGV DQ LQWHUHVW RU LI WKH OLFHQVHG
ERG\ LV D FRPSDQ\ ZLWK D VKDUH FDSLWDO D PDWHULDO LQWHUHVW  LQ WKH
OLFHQVHGERG\

$QRWLFHXQGHUVXEVHFWLRQ  u
D PD\ VSHFLI\ WKH PDQQHU DQG IRUP LQ ZKLFK DQ\ LQIRUPDWLRQ LV WR EH
SURYLGHG
E PXVWVSHFLI\WKHSHULRGZLWKLQZKLFKWKHLQIRUPDWLRQLVWREHSURYLGHG
RUWKHGRFXPHQWSURGXFHG
F PD\ UHTXLUH WKH LQIRUPDWLRQ WR EH SURYLGHG RU WKH GRFXPHQW WR EH
SURGXFHG WR WKH OLFHQVLQJ DXWKRULW\ RU WR D SHUVRQ VSHFLILHG LQ WKH
QRWLFH
7KHOLFHQVLQJDXWKRULW\PD\E\QRWLFHUHTXLUHDSHUVRQZLWKLQVXEVHFWLRQ 
RUDUHSUHVHQWDWLYHRIVXFKDSHUVRQ WRDWWHQGDWDWLPHDQGSODFHVSHFLILHGLQ
WKHQRWLFHWRSURYLGHDQH[SODQDWLRQRIDQ\LQIRUPDWLRQSURYLGHGRUGRFXPHQW
SURGXFHGXQGHUWKLVVHFWLRQ
7KHOLFHQVLQJDXWKRULW\PD\SD\WRDQ\SHUVRQVXFKUHDVRQDEOHFRVWVDVPD\EH
LQFXUUHGE\WKDWSHUVRQLQFRQQHFWLRQZLWKu
D WKHSURYLVLRQRIDQ\LQIRUPDWLRQRUSURGXFWLRQRIDQ\GRFXPHQWE\
WKDWSHUVRQSXUVXDQWWRDQRWLFHXQGHUVXEVHFWLRQ  RU
E WKDW SHUVRQpV FRPSOLDQFH ZLWK D UHTXLUHPHQW LPSRVHG XQGHU
VXEVHFWLRQ  











7KH OLFHQVLQJ DXWKRULW\ RU D SHUVRQ VSHFLILHG XQGHU VXEVHFWLRQ  F  LQ D
QRWLFHPD\WDNHFRSLHVRIRUH[WUDFWVIURPDGRFXPHQWSURGXFHGSXUVXDQWWR
DQRWLFHXQGHUVXEVHFWLRQ  



,QWKLVVHFWLRQu
qVSHFLILHG GRFXPHQWr PHDQV D GRFXPHQW VSHFLILHG RU RI D GHVFULSWLRQ
VSHFLILHGLQWKHQRWLFH
qVSHFLILHGLQIRUPDWLRQrPHDQVLQIRUPDWLRQVSHFLILHGRURIDGHVFULSWLRQ
VSHFLILHGLQWKHQRWLFH





)RUWKHSXUSRVHVRIWKLVVHFWLRQDQGVHFWLRQUHIHUHQFHVWRDOLFHQVHGERG\
LQFOXGHDERG\ZKLFKZDVEXWLVQRORQJHUDOLFHQVHGERG\





(QIRUFHPHQWRIQRWLFHVXQGHUVHFWLRQ


:KHUHDSHUVRQLVXQDEOHWRFRPSO\ZLWKDQRWLFHJLYHQWRWKHSHUVRQXQGHU
VHFWLRQWKHSHUVRQPXVWJLYHWKHOLFHQVLQJDXWKRULW\DQRWLFHWRWKDWHIIHFW
VWDWLQJWKHUHDVRQVZK\WKHSHUVRQFDQQRWFRPSO\



,IDSHUVRQUHIXVHVRURWKHUZLVHIDLOVWRFRPSO\ZLWKDQRWLFHXQGHUVHFWLRQ
WKHOLFHQVLQJDXWKRULW\PD\DSSO\WRWKH+LJK&RXUWIRUDQRUGHUUHTXLULQJWKH
SHUVRQWRFRPSO\ZLWKWKHQRWLFHRUZLWKVXFKGLUHFWLRQVIRUWKHOLNHSXUSRVH
DVPD\EHFRQWDLQHGLQWKHRUGHU



1RSHUVRQPD\EHUHTXLUHGXQGHUWKLVVHFWLRQu
D WR SURYLGH DQ\ LQIRUPDWLRQ RU JLYH DQ\ HYLGHQFH ZKLFK WKDW SHUVRQ
FRXOG QRW EH FRPSHOOHG WR VXSSO\ LQ HYLGHQFH LQ FLYLO SURFHHGLQJV
EHIRUHWKH+LJK&RXUWRU
E WRSURGXFHDQ\GRFXPHQWZKLFKWKDWSHUVRQFRXOGQRWEHFRPSHOOHGWR
SURGXFHLQVXFKSURFHHGLQJV

'UDIW%LOO









/HJDO6HUYLFHV%LOO
3DUWu$OWHUQDWLYHEXVLQHVVVWUXFWXUHV



)LQDQFLDOSHQDOWLHV


7KLVVHFWLRQDSSOLHVLIWKHUHOHYDQWOLFHQVLQJDXWKRULW\LVVDWLVILHGWKDWDOLFHQVHG
ERG\KDVEUHDFKHGWKHWHUPVRILWVOLFHQFH



7KHOLFHQVLQJDXWKRULW\PD\LPSRVHRQWKHOLFHQVHGERG\DSHQDOW\LQUHVSHFW
RIWKHEUHDFKRIVXFKDPRXQWDVLWFRQVLGHUVDSSURSULDWHEXWQRWH[FHHGLQJWKH
PD[LPXPDPRXQWSUHVFULEHGXQGHUVXEVHFWLRQ  



7KH %RDUG PXVW PDNH UXOHV SUHVFULELQJ WKH PD[LPXP DPRXQW RI D SHQDOW\
ZKLFKPD\EHLPSRVHGXQGHUWKLVVHFWLRQ



5XOHVPD\RQO\EHPDGHXQGHUVXEVHFWLRQ  ZLWKWKHFRQVHQWRIWKH6HFUHWDU\
RI6WDWH



$SHQDOW\XQGHUWKLVVHFWLRQLVSD\DEOHWRWKHOLFHQVLQJDXWKRULW\



)RUWKHSXUSRVHVRIWKLVVHFWLRQDQGVHFWLRQVWRUHIHUHQFHVWRDOLFHQVHG
ERG\DUHWRDERG\ZKLFKZDVDOLFHQVHGERG\DWWKHWLPHWKHEUHDFKRFFXUUHG
ZKHWKHURUQRWWKHERG\VXEVHTXHQWO\FHDVHGWREHDOLFHQVHGERG\ 



,QVHFWLRQVWRUHIHUHQFHVWRDqSHQDOW\rDUHWRDSHQDOW\XQGHUWKLVVHFWLRQ









)LQDQFLDOSHQDOWLHVSURFHGXUH


,IWKHUHOHYDQWOLFHQVLQJDXWKRULW\SURSRVHVWRLPSRVHDSHQDOW\RQDOLFHQVHG
ERG\LWPXVWJLYHQRWLFHWRWKHOLFHQVHGERG\u
D VWDWLQJ WKDW LW SURSRVHV WR LPSRVH D SHQDOW\ DQG WKH DPRXQW RI WKH
SHQDOW\SURSRVHGWREHLPSRVHG
E VSHFLI\LQJ WKH DFWV RU RPLVVLRQV ZKLFK LQ WKH OLFHQVLQJ DXWKRULW\pV
RSLQLRQFRQVWLWXWHWKHEUHDFKRIWKHOLFHQFHLQTXHVWLRQ
F VSHFLI\LQJWKHRWKHUIDFWVZKLFKLQWKHOLFHQVLQJDXWKRULW\pVRSLQLRQ
MXVWLI\WKHLPSRVLWLRQRIDSHQDOW\DQGWKHDPRXQWRIWKHSHQDOW\DQG
G VSHFLI\LQJWKHWLPH QRWEHLQJHDUOLHUWKDQWKHHQGRIWKHSHULRGRI
GD\VEHJLQQLQJZLWKWKHGD\RQZKLFKWKHQRWLFHLVSXEOLVKHGXQGHU
VXEVHFWLRQ   EHIRUH ZKLFK UHSUHVHQWDWLRQV ZLWK UHVSHFW WR WKH
SURSRVHGSHQDOW\PD\EHPDGH



%HIRUH LPSRVLQJ D SHQDOW\ RQ D OLFHQVHG ERG\ WKH OLFHQVLQJ DXWKRULW\ PXVW
FRQVLGHUDQ\UHSUHVHQWDWLRQVZKLFKDUHGXO\PDGH



:KHUH WKH OLFHQVLQJ DXWKRULW\ SURSRVHV WR YDU\ WKH DPRXQW RI D SURSRVHG
SHQDOW\VWDWHGLQDQRWLFHXQGHUVXEVHFWLRQ  D WKHOLFHQVLQJDXWKRULW\PXVW
JLYHQRWLFHWRWKHOLFHQVHGERG\u
D VHWWLQJRXWWKHSURSRVHGYDULDWLRQDQGWKHUHDVRQVIRULWDQG
E VSHFLI\LQJWKHWLPH QRWEHLQJHDUOLHUWKDQWKHHQGRIWKHSHULRGRI
GD\VEHJLQQLQJZLWKWKHGD\RQZKLFKWKHQRWLFHLVSXEOLVKHGXQGHU
VXEVHFWLRQ   EHIRUH ZKLFK UHSUHVHQWDWLRQV ZLWK UHVSHFW WR WKH
SURSRVHGYDULDWLRQPD\EHPDGH



%HIRUH YDU\LQJ WKH SURSRVDO WKH OLFHQVLQJ DXWKRULW\ PXVW FRQVLGHU DQ\
UHSUHVHQWDWLRQVZKLFKDUHGXO\PDGH



$VVRRQDVSUDFWLFDEOHDIWHULPSRVLQJDSHQDOW\WKHOLFHQVLQJDXWKRULW\PXVW
JLYHQRWLFHWRWKHOLFHQVHGERG\u
D VWDWLQJ WKDW LW KDV LPSRVHG D SHQDOW\ RQ WKH OLFHQVHG ERG\ DQG LWV
DPRXQW

'UDIW%LOO













/HJDO6HUYLFHV%LOO
3DUWu$OWHUQDWLYHEXVLQHVVVWUXFWXUHV

E
F
G



VSHFLI\LQJ WKH DFWV RU RPLVVLRQV ZKLFK LQ WKH OLFHQVLQJ DXWKRULW\pV
RSLQLRQFRQVWLWXWHWKHEUHDFKRIWKHOLFHQFHLQTXHVWLRQ
VSHFLI\LQJ WKH RWKHU IDFWV ZKLFK LQ WKH OLFHQVLQJ DXWKRULW\pV RSLQLRQ
MXVWLI\WKHLPSRVLWLRQRIWKHSHQDOW\DQGLWVDPRXQWDQG
VSHFLI\LQJDWLPH QRWEHLQJHDUOLHUWKDQWKHHQGRIWKHSHULRGRIGD\V
EHJLQQLQJZLWKWKHGD\WKHQRWLFHLVJLYHQWRWKHOLFHQVHGERG\ EHIRUH
ZKLFKWKHSHQDOW\LVUHTXLUHGWREHSDLG

7KHOLFHQVHGERG\PD\ZLWKLQWKHSHULRGRIGD\VEHJLQQLQJZLWKWKHGD\
RQZKLFKLWLVJLYHQWKHQRWLFHXQGHUVXEVHFWLRQ  PDNHDQDSSOLFDWLRQWRWKH
OLFHQVLQJDXWKRULW\IRULWWRVSHFLI\GLIIHUHQWWLPHVE\ZKLFKGLIIHUHQWSRUWLRQV
RIWKHSHQDOW\DUHWREHSDLG



,I DQ DSSOLFDWLRQ LV PDGH XQGHU VXEVHFWLRQ   LQ UHODWLRQ WR D SHQDOW\ WKH
SHQDOW\LVQRWUHTXLUHGWREHSDLGXQWLOWKHDSSOLFDWLRQKDVEHHQGHWHUPLQHG



7KHOLFHQVLQJDXWKRULW\PXVWSXEOLVKDQ\QRWLFHJLYHQXQGHUWKLVVHFWLRQ



$SSHDOVDJDLQVWILQDQFLDOSHQDOWLHV








,IWKHOLFHQVHGERG\RQZKRPDSHQDOW\LVLPSRVHGLVDJJULHYHGE\u
D WKHLPSRVLWLRQRIWKHSHQDOW\
E WKHDPRXQWRIWKHSHQDOW\RU
F WKHWLPHE\ZKLFKWKHSHQDOW\LVUHTXLUHGWREHSDLGRUWKHGLIIHUHQW
WLPHVE\ZKLFKGLIIHUHQWSRUWLRQVRIWKHSHQDOW\DUHUHTXLUHGWREHSDLG
WKHOLFHQVHGERG\PD\PDNHDQDSSOLFDWLRQWRWKHFRXUWXQGHUWKLVVHFWLRQ
$QDSSOLFDWLRQXQGHUVXEVHFWLRQ  PXVWEHPDGHu
D ZLWKLQWKHSHULRGRIGD\VEHJLQQLQJZLWKWKHGD\RQZKLFKWKHQRWLFH
XQGHU VHFWLRQ    LV JLYHQ WR WKH OLFHQVHG ERG\ LQ UHVSHFW RI WKH
SHQDOW\RU
E ZKHUHWKHDSSOLFDWLRQUHODWHVWRDGHFLVLRQRIWKHOLFHQVLQJDXWKRULW\RQ
DQ DSSOLFDWLRQ E\ WKH OLFHQVHG ERG\ XQGHU VHFWLRQ    ZLWKLQ WKH
SHULRGRIGD\VEHJLQQLQJZLWKWKHGD\WKHOLFHQVHGERG\LVQRWLILHG
RIWKHGHFLVLRQ
2QDQ\VXFKDSSOLFDWLRQZKHUHWKHFRXUWFRQVLGHUVLWDSSURSULDWHWRGRVRLQ
DOOWKHFLUFXPVWDQFHVRIWKHFDVHDQGLVVDWLVILHGRIRQHRUPRUHRIWKHDSSHDO
JURXQGVWKHFRXUWPD\u
D TXDVKWKHSHQDOW\
E VXEVWLWXWH D SHQDOW\ RI VXFK OHVVHU DPRXQW DV WKH FRXUW FRQVLGHUV
DSSURSULDWHRU
F LQWKHFDVHRIDQDSSOLFDWLRQXQGHUVXEVHFWLRQ  F VXEVWLWXWHIRUWKH
WLPHRUWLPHVLPSRVHGE\WKHOLFHQVLQJDXWKRULW\DQDOWHUQDWLYHWLPHRU
WLPHV
7KHDSSHDOJURXQGVDUHu
D WKDW WKH LPSRVLWLRQ RI WKH SHQDOW\ ZDV QRW ZLWKLQ WKH SRZHU RI WKH
OLFHQVLQJDXWKRULW\XQGHUVHFWLRQ
E WKDWDQ\RIWKHUHTXLUHPHQWVRIVHFWLRQKDYHQRWEHHQFRPSOLHGZLWK
LQ UHODWLRQ WR WKH LPSRVLWLRQ RI WKH SHQDOW\ DQG WKH LQWHUHVWV RI WKH
OLFHQVHG ERG\ KDYH EHHQ VXEVWDQWLDOO\ SUHMXGLFHG E\ WKH QRQ
FRPSOLDQFH

'UDIW%LOO





















/HJDO6HUYLFHV%LOO
3DUWu$OWHUQDWLYHEXVLQHVVVWUXFWXUHV

F

WKDW LW ZDV XQUHDVRQDEOH RI WKH OLFHQVLQJ DXWKRULW\ WR UHTXLUH WKH
SHQDOW\LPSRVHGRUDQ\SRUWLRQRILWWREHSDLGE\WKHWLPHRUWLPHVE\
ZKLFKLWZDVUHTXLUHGWREHSDLG



:KHUH WKH FRXUW VXEVWLWXWHV D SHQDOW\ RI D OHVVHU DPRXQW LW PD\ UHTXLUH WKH
SD\PHQWRILQWHUHVWRQWKHVXEVWLWXWHGSHQDOW\DWVXFKUDWHDQGIURPVXFKWLPH
DVLWFRQVLGHUVMXVWDQGHTXLWDEOH



:KHUHWKHFRXUWVSHFLILHVDVDWLPHE\ZKLFKWKHSHQDOW\RUDSRUWLRQRIWKH
SHQDOW\LVWREHSDLGDWLPHEHIRUHWKHGHWHUPLQDWLRQRIWKHDSSOLFDWLRQXQGHU
WKLVVHFWLRQLWPD\UHTXLUHWKHSD\PHQWRILQWHUHVWRQWKHSHQDOW\RUSRUWLRQ
IURPWKDWWLPHDWVXFKUDWHDVLWFRQVLGHUVMXVWDQGHTXLWDEOH



([FHSW DV SURYLGHG E\ WKLV VHFWLRQ WKH YDOLGLW\ RI D SHQDOW\ LV QRW WR EH
TXHVWLRQHGE\DQ\OHJDOSURFHHGLQJVZKDWHYHU



,QWKLVVHFWLRQqWKHFRXUWrPHDQVWKH+LJK&RXUW







5HFRYHU\RIILQDQFLDOSHQDOWLHV


,I WKH ZKROH RU DQ\ SDUW RI D SHQDOW\ LV QRW SDLG E\ WKH WLPH E\ ZKLFK LW LV
UHTXLUHGWREHSDLGWKHXQSDLGEDODQFHIURPWLPHWRWLPHFDUULHVLQWHUHVWDWWKH
UDWHIRUWKHWLPHEHLQJVSHFLILHGLQVHFWLRQRIWKH-XGJPHQWV$FW F  



,IDQDSSOLFDWLRQLVPDGHXQGHUVHFWLRQLQUHODWLRQWRDSHQDOW\WKHSHQDOW\
LV QRW UHTXLUHG WR EH SDLG XQWLO WKH DSSOLFDWLRQ KDV EHHQ GHWHUPLQHG RU
ZLWKGUDZQ



,IWKHOLFHQVLQJDXWKRULW\JUDQWVDQDSSOLFDWLRQXQGHUVXEVHFWLRQ  RIVHFWLRQ
LQUHODWLRQWRDSHQDOW\EXWDQ\SRUWLRQRIWKHSHQDOW\LVQRWSDLGE\WKHWLPH
VSHFLILHGLQUHODWLRQWRLWE\WKHOLFHQVLQJDXWKRULW\XQGHUWKDWVXEVHFWLRQWKH
OLFHQVLQJDXWKRULW\PD\ZKHUHLWFRQVLGHUVLWDSSURSULDWHUHTXLUHVRPXFKRI
WKHSHQDOW\DVKDVQRWDOUHDG\EHHQSDLGWREHSDLGLPPHGLDWHO\









:KHUHDSHQDOW\RUDQ\SRUWLRQRILWKDVQRWEHHQSDLGE\WKHWLPHZKHQLWLV
UHTXLUHGWREHSDLGDQGu
D QRDSSOLFDWLRQUHODWLQJWRWKHSHQDOW\KDVEHHQPDGHXQGHUVHFWLRQ
GXULQJWKHSHULRGZLWKLQZKLFKVXFKDQDSSOLFDWLRQFDQEHPDGHRU
E DQ DSSOLFDWLRQ KDV EHHQ PDGH XQGHU WKDW VHFWLRQ DQG GHWHUPLQHG RU
ZLWKGUDZQ
WKHOLFHQVLQJDXWKRULW\PD\UHFRYHUIURPWKHOLFHQVHGERG\DVDGHEWGXHWRWKH
OLFHQVLQJ DXWKRULW\ DQ\ RI WKH SHQDOW\ DQG DQ\ LQWHUHVW ZKLFK KDV QRW EHHQ
SDLG
5HIHUUDORIHPSOR\HHVHWFWRDSSURSULDWHUHJXODWRU



7KH UHOHYDQW OLFHQVLQJ DXWKRULW\ PD\ UHIHU WR DQ DSSURSULDWH UHJXODWRU DQ\
PDWWHUUHODWLQJWRWKHFRQGXFWRIu
D DQHPSOR\HHRIILFHURUPDQDJHURIDOLFHQVHGERG\
E D SHUVRQ GHVLJQDWHG DV D OLFHQVHG ERG\pV +HDG RI /HJDO 3UDFWLFH RU
+HDGRI)LQDQFHDQG$GPLQLVWUDWLRQ



7KH OLFHQVLQJ DXWKRULW\ PD\DOVRUHIHU DQ\PDWWHUUHODWLQJ WRWKHFRQGXFWRI
VXFKDSHUVRQWRWKH%RDUG



$SSURSULDWHUHJXODWRUVDUHu

'UDIW%LOO











/HJDO6HUYLFHV%LOO
3DUWu$OWHUQDWLYHEXVLQHVVVWUXFWXUHV

D
E



LI WKH SHUVRQ LV DQ DXWKRULVHG SHUVRQ LQ UHODWLRQ WR D UHVHUYHG OHJDO
DFWLYLW\DQ\UHOHYDQWDSSURYHGUHJXODWRULQUHODWLRQWRWKDWSHUVRQDQG
LI WKH SHUVRQ FDUULHV RQ QRQUHVHUYHG DFWLYLWLHV DQ\ ERG\ ZKLFK
UHJXODWHVWKHFDUU\LQJRQRIVXFKDFWLYLWLHVE\WKHSHUVRQ

'LVTXDOLILFDWLRQOLVWV




7KH%RDUGPXVWNHHSu
D DOLVWRISHUVRQVZKRDUHGLVTXDOLILHGIURPDFWLQJDVD+HDGRI/HJDO
3UDFWLFH qWKH+2/3OLVWr 
E DOLVWRISHUVRQVZKRDUHGLVTXDOLILHGIURPDFWLQJDVD+HDGRI)LQDQFH
DQG$GPLQLVWUDWLRQ qWKH+2)$OLVWr 
F D OLVW RI SHUVRQV ZKR DUH GLVTXDOLILHG IURP EHLQJ HPSOR\HG E\ D
OLFHQVHG ERG\ RU IURP EHLQJ RIILFHUV RI D OLFHQVHG ERG\ qWKH
HPSOR\PHQWOLVWr 



7KH%RDUGPD\DGGDSHUVRQWRWKH+2/3OLVWLIWKHSHUVRQLV RUZDV D+HDG
RI/HJDO3UDFWLFHDQGWKH%RDUGLVVDWLVILHGWKDWu
D WKHSHUVRQKDVEUHDFKHGDGXW\LPSRVHGE\VHFWLRQDQG
E LWLVXQGHVLUDEOHIRUWKDWSHUVRQWRDFWDVD+HDGRI/HJDO3UDFWLFH



7KH%RDUGPD\DGGDSHUVRQWRWKH+2)$OLVWLIWKHSHUVRQLV RUZDV D+HDG
RI)LQDQFHDQG$GPLQLVWUDWLRQDQGWKH%RDUGLVVDWLVILHGWKDWu
D WKHSHUVRQKDVEUHDFKHGDGXW\LPSRVHGE\VHFWLRQDQG
E LW LV XQGHVLUDEOH IRU WKDW SHUVRQ WR DFW DV D +HDG RI )LQDQFH DQG
$GPLQLVWUDWLRQ








7KH%RDUGPD\DGGDSHUVRQWRWKHHPSOR\PHQWOLVWLIWKHSHUVRQLV RUZDV
HPSOR\HGE\RUDQRIILFHURIDOLFHQVHGERG\DQGWKH%RDUGLVVDWLVILHGWKDWu
D LQ WKH FRXUVH RI WKDW HPSOR\PHQW RU RIILFH WKH SHUVRQ ZKHWKHU
LQWHQWLRQDOO\RUWKURXJKQHJOHFW FDXVHGRUVXEVWDQWLDOO\FRQWULEXWHGWR
DVLJQLILFDQWEUHDFKE\WKHOLFHQVHGERG\RIWKHWHUPVRILWVOLFHQFHDQG
E LWLVXQGHVLUDEOHIRUWKDWSHUVRQWREHHPSOR\HGE\RUEHDQRIILFHURI
DOLFHQVHGERG\
7KH%RDUGPXVWPDNHUXOHVu
D DVWRWKHSURFHGXUHVDQGFULWHULDWKDWZLOOEHDSSOLHGE\WKH%RDUGZKHQ
GHWHUPLQLQJZKHWKHUDSHUVRQVKRXOGEHDGGHGWRRUUHPRYHGIURPD
OLVWNHSWE\LWXQGHUVXEVHFWLRQ  
E SURYLGLQJIRUDUHYLHZE\WKH%RDUGRIDGHWHUPLQDWLRQE\WKH%RDUG
WKDWDSHUVRQVKRXOGEHDGGHGWRVXFKDOLVW
F DVWRWKHGHWDLOVDERXWDSHUVRQWREHHQWHUHGRQVXFKDOLVW













7KH%RDUGPXVWSXEOLVKWKHOLVWVNHSWE\LWXQGHUVXEVHFWLRQ  
6XVSHQVLRQDQGUHYRFDWLRQRIOLFHQFH



$OLFHQVLQJDXWKRULW\PD\LQDFFRUGDQFHZLWKLWVOLFHQVLQJUXOHVVXVSHQGRU
UHYRNHDQ\OLFHQFHJUDQWHGE\LWXQGHUWKLV3DUW



:KHUH D OLFHQFH LV VXVSHQGHG RU KDV EHHQ UHYRNHG XQGHU WKLV VHFWLRQ WKH
OLFHQVLQJDXWKRULW\PD\H[HUFLVHWKHSRZHUVVHWRXWLQ6FKHGXOH



5HIHUHQFHVLQWKDW6FKHGXOHWRDOLFHQVHGERG\LQFOXGHDERG\ZKRVHOLFHQFH
KDVEHHQVXVSHQGHGRUUHYRNHG

'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu$OWHUQDWLYHEXVLQHVVVWUXFWXUHV





$OLFHQFHLVWREHWUHDWHGDVQRWEHLQJLQIRUFHDWDQ\WLPHZKLOHLWLVVXVSHQGHG
XQGHUWKLVVHFWLRQ
3UHYHQWLRQRIUHJXODWRU\FRQIOLFWDFFRXQWVUXOHV



:KHUHDOLFHQVHGERG\FDUULHVRQDQDFWLYLW\WKURXJKDVROLFLWRUWKHUXOHVPDGH
XQGHUSDUDJUDSKRI6FKHGXOHDSSO\LQVWHDGRIWKRVHPDGHXQGHUVHFWLRQV
WRRIWKH6ROLFLWRUV$FW F  



:KHUHDOLFHQVHGERG\FDUULHVRQDQDFWLYLW\WKURXJKDOLFHQVHGFRQYH\DQFHU
WKHUXOHVPDGHXQGHUSDUDJUDSKRI6FKHGXOHDSSO\LQVWHDGRIWKRVHPDGH
XQGHUVHFWLRQVDQGRIWKH$GPLQLVWUDWLRQRI-XVWLFH$FW F  



5HVROXWLRQRIUHJXODWRU\FRQIOLFW


7KLVVHFWLRQDSSOLHVZKHUHLQUHODWLRQWRDQ\OLFHQVHGDFWLYLW\FDUULHGRQE\D
OLFHQVHGERG\WKHUHLVDFRQIOLFWEHWZHHQu
D OLFHQVLQJUXOHVPDGHE\WKHUHOHYDQWOLFHQVLQJDXWKRULW\DQG
E WKH UHTXLUHPHQWV RI D UHOHYDQW DSSURYHG UHJXODWRU LQ UHODWLRQ WR D
SHUVRQWKURXJKZKRPWKHOLFHQVHGERG\FDUULHVRQWKHDFWLYLW\



,IWKHOLFHQVLQJDXWKRULW\DQGWKHDSSURYHGUHJXODWRUDUHXQDEOHWRDJUHHKRZ
WR UHVROYH WKH FRQIOLFW WKH OLFHQVLQJ DXWKRULW\ PXVW UHIHU WKH PDWWHU WR WKH
%RDUG



6XEVHFWLRQ   DSSOLHV HYHQ LI WKH %RDUG LV WKH OLFHQVLQJ DXWKRULW\ RU WKH
DSSURYHGUHJXODWRU



7KH%RDUGPXVWGHFLGHKRZWKHFRQIOLFWVKRXOGEHUHVROYHGZLWKLQPRQWKVRI
WKHPDWWHUEHLQJUHIHUUHGWRWKH%RDUG



%HIRUHPDNLQJLWVGHFLVLRQWKH%RDUGu
D PXVW JLYH WKH OLFHQVLQJ DXWKRULW\ DQG WKH DSSURYHG UHJXODWRU DQ
RSSRUWXQLW\WRPDNHUHSUHVHQWDWLRQVDQG
E PD\FRQVXOWDQ\SHUVRQVLWFRQVLGHUVDSSURSULDWH



7KH%RDUGPXVWJLYHQRWLFHRILWVGHFLVLRQWRWKHOLFHQVLQJDXWKRULW\DQGWKH
DSSURYHGUHJXODWRU



$QRWLFHXQGHUVXEVHFWLRQ  PXVWVWDWHWKH%RDUGpVUHDVRQVIRULWVGHFLVLRQ
6SHFLDONLQGVRIERG\















1RWIRUSURILWERGLHV




,QWKHFDVHRIDERG\ZKLFKLVDQRWIRUSURILWERG\DOLFHQVLQJDXWKRULW\PD\
LILWFRQVLGHUVLWDSSURSULDWHWRGRVRLQDOOWKHFLUFXPVWDQFHVRIWKHFDVHZDLYH
RUPRGLI\DQ\UHTXLUHPHQWLPSRVHGu
D E\RUXQGHUWKLV3DUWRU
E E\LWVOLFHQVLQJUXOHV VXEMHFWWRVXEVHFWLRQ  
$OLFHQVLQJDXWKRULW\PD\QRWu
D ZDLYHRUPRGLI\OLFHQVLQJUXOHVPDGHXQGHUVHFWLRQ  LQVXFKD
ZD\ DV WR H[HPSW WKH QRW IRU SURILW ERG\ IURP HVWDEOLVKLQJ DQG
PDLQWDLQLQJ RU SDUWLFLSDWLQJ LQ SURFHGXUHV IRU WKH UHVROXWLRQ RI
UHOHYDQWFRPSODLQWV ZLWKLQWKHPHDQLQJRIWKDWVHFWLRQ 

'UDIW%LOO







/HJDO6HUYLFHV%LOO
3DUWu$OWHUQDWLYHEXVLQHVVVWUXFWXUHV

E




ZDLYHRUPRGLI\OLFHQVLQJUXOHVPDGHXQGHUVHFWLRQ

:KHUH XQGHU VXEVHFWLRQ   D OLFHQVLQJ DXWKRULW\ ZDLYHV RU PRGLILHV D
UHTXLUHPHQWLQUHODWLRQWRDQRWIRUSURILWERG\LWPXVWQRWLI\WKHQRWIRUSURILW
ERG\RIWKHZDLYHURUPRGLILFDWLRQ
)RUHLJQERGLHV



7KH6HFUHWDU\RI6WDWHPD\E\RUGHUPDNHSURYLVLRQIRUWKHPRGLILFDWLRQRIDQ\
SURYLVLRQRIWKLV3DUWLQLWVDSSOLFDWLRQWRDERG\RISHUVRQVIRUPHGXQGHURU
LQ VR IDU DV WKH ERG\ LV UHFRJQLVHG E\ ODZ KDYLQJ HIIHFW RXWVLGH WKH 8QLWHG
.LQJGRP
,QWHUSUHWDWLRQ




q,QWHUHVWrDQGqPDWHULDOLQWHUHVWr


7KLVVHFWLRQDSSOLHVIRUWKHLQWHUSUHWDWLRQRIWKLV3DUW



$SHUVRQKDVDQLQWHUHVWLQDERG\DWDQ\WLPHZKHQu
D LIWKHERG\LVDFRPSDQ\ZLWKDVKDUHFDSLWDOWKHSHUVRQKDVDQLQWHUHVW
LQWKHFRPSDQ\pVRUGLQDU\VKDUHFDSLWDO
E LIWKHERG\LVDERG\FRUSRUDWH RWKHUWKDQVXFKDFRPSDQ\ WKHSHUVRQ
LVDPHPEHURIWKHERG\
F LIWKHERG\LVDSDUWQHUVKLSWKHSHUVRQLVDSDUWQHUDQG
G LIWKHERG\LVDQXQLQFRUSRUDWHGERG\ RWKHUWKDQDSDUWQHUVKLS WKH
SHUVRQLVDPHPEHURIWKHERG\



,Q UHODWLRQ WR D ERG\ ZKLFK LV D FRPSDQ\ ZLWK D VKDUH FDSLWDO D PDWHULDO
LQWHUHVWLVDQLQWHUHVWLQDWOHDVWu
D RIWKHFRPSDQ\pVRUGLQDU\VKDUHFDSLWDORU
E DQ\OHVVHUSHUFHQWDJHRIWKHFRPSDQ\pVRUGLQDU\VKDUHFDSLWDOVSHFLILHG
IRUWKHSXUSRVHVRIWKLVSDUDJUDSKE\WKHOLFHQVLQJUXOHVPDGHE\WKH
UHOHYDQWOLFHQVLQJDXWKRULW\









:KHWKHU D SHUVRQ KDV DQ LQWHUHVW LQ D FRPSDQ\pV RUGLQDU\ VKDUH FDSLWDO LV
VXEMHFW WR DQ\ RUGHU PDGH XQGHU VXEVHFWLRQ   WR EH GHWHUPLQHG LQ
DFFRUGDQFHZLWKVHFWLRQRIWKH&RPSDQLHV$FW F  



7KH6HFUHWDU\RI6WDWHPD\PDNHDQRUGHUZKLFKu
D SURYLGHV WKDW D SHUVRQ KDV DQ LQWHUHVW LQ VKDUHV LQ ZKLFK DQ\RQH
FRQQHFWHGZLWKWKHSHUVRQKDVDQLQWHUHVWDQG
E PDNHV SURYLVLRQ DV WR ZKR LV FRQQHFWHG ZLWK WKH SHUVRQ IRU WKDW
SXUSRVH





7KH 6HFUHWDU\ RI 6WDWH PD\ PDNH DQ RUGHU XQGHU VXEVHFWLRQ   RQO\ RQ WKH
UHFRPPHQGDWLRQRIWKH%RDUG





,QWKLVVHFWLRQqRUGLQDU\VKDUHFDSLWDOrKDVWKHVDPHPHDQLQJDVLQWKH,QFRPH
DQG&RUSRUDWLRQ7D[HV$FW F  



,QWHUSUHWDWLRQRI3DUW


,QWKLV3DUWu
qOLFHQVHGDFWLYLW\rLQUHODWLRQWRDOLFHQVHGERG\PHDQVDQDFWLYLW\u

'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu$OWHUQDWLYHEXVLQHVVVWUXFWXUHV

D
E

ZKLFKLVDUHVHUYHGOHJDODFWLYLW\DQG
ZKLFKWKHOLFHQVHGERG\LVDXWKRULVHGWRFDUU\RQE\YLUWXHRILWV
OLFHQFH
qQRQDXWKRULVHGSHUVRQrPHDQVDSHUVRQZKRLVQRWDQDXWKRULVHGSHUVRQ
LQUHODWLRQWRDQ\DFWLYLW\ZKLFKLVDUHVHUYHGOHJDODFWLYLW\
qQRQUHVHUYHG DFWLYLW\r PHDQV DQ DFWLYLW\ ZKLFK LV QRW D UHVHUYHG OHJDO
DFWLYLW\


,QWKLV3DUWqPDQDJHUrLQUHODWLRQWRDERG\PHDQVDSHUVRQZKRu
D LI WKH ERG\ LV D ERG\ FRUSRUDWH ZKRVH DIIDLUV DUH PDQDJHG E\ LWV
PHPEHUVLVDPHPEHURIWKHERG\
E LIWKHERG\LVDERG\FRUSRUDWHDQGSDUDJUDSK D GRHVQRWDSSO\LVD
GLUHFWRURIWKHERG\
F LIWKHERG\LVDSDUWQHUVKLSLVDSDUWQHUDQG
G LIWKHERG\LVDQXQLQFRUSRUDWHGERG\ RWKHUWKDQDSDUWQHUVKLS LVD
PHPEHURILWVJRYHUQLQJERG\







3$57
/(*$/&203/$,176
7KH2IILFHIRU/HJDO&RPSODLQWVDQGWKHVFKHPH


7KH2IILFHIRU/HJDO&RPSODLQWVDQGWKHRPEXGVPDQVFKHPH


7KLV3DUWSURYLGHVIRUDVFKHPHXQGHUZKLFKFHUWDLQGLVSXWHVPD\EHUHVROYHG
TXLFNO\DQGZLWKPLQLPXPIRUPDOLW\E\DQLQGHSHQGHQWSHUVRQ



7KHUHLVWREHDERG\FRUSRUDWHFDOOHGWKH2IILFHIRU/HJDO&RPSODLQWV LQWKLV
$FWUHIHUUHGWRDVqWKH2/&r 



7KHVFKHPHLVWREHDGPLQLVWHUHGE\WKH2/&



7KHVFKHPHLVWREHRSHUDWHGXQGHUDQDPHFKRVHQE\WKH2/&EXWLVUHIHUUHG
WRLQWKLV$FWDVqWKHRPEXGVPDQVFKHPHr



6FKHGXOHLVDERXWWKH2/&







3URPRWLRQRIWKHUHJXODWRU\REMHFWLYHVHWF


,QGLVFKDUJLQJLWVIXQFWLRQVWKH2/&PXVWFRPSO\ZLWKWKHUHTXLUHPHQWVRI
WKLVVHFWLRQ



7KH2/&PXVWVRIDUDVLVUHDVRQDEO\SUDFWLFDEOHDFWLQDZD\u
D ZKLFKLVFRPSDWLEOHZLWKWKHUHJXODWRU\REMHFWLYHVDQG
E ZKLFKLWFRQVLGHUVPRVWDSSURSULDWHIRUWKHSXUSRVHRIPHHWLQJWKRVH
REMHFWLYHV



7KH2/&PXVWKDYHUHJDUGWRDQ\SULQFLSOHVDSSHDULQJWRLWWRUHSUHVHQWWKH
EHVWSUDFWLFHRIWKRVHZKRDGPLQLVWHURPEXGVPDQVFKHPHV

'UDIW%LOO







/HJDO6HUYLFHV%LOO
3DUWu/HJDO&RPSODLQWV



&RUSRUDWHJRYHUQDQFH
,QPDQDJLQJLWVDIIDLUVWKH2/&PXVWKDYHUHJDUGWRVXFKJHQHUDOO\DFFHSWHG
SULQFLSOHV RI JRRG FRUSRUDWH JRYHUQDQFH DV LW LV UHDVRQDEOH WR UHJDUG DV
DSSOLFDEOHWRLW



$QQXDOUHSRUW





7KH2/&PXVWSUHSDUHDUHSRUW qWKHDQQXDOUHSRUWr IRUHDFKILQDQFLDO\HDU



7KHDQQXDOUHSRUWPXVWGHDOZLWKu
D WKHGLVFKDUJHRIWKHIXQFWLRQVRIWKH2/&
E WKH H[WHQW WR ZKLFK LQ WKH 2/&pV RSLQLRQ WKH 2/& KDV PHW WKH
UHJXODWRU\REMHFWLYHVDQG
F VXFKRWKHUPDWWHUVDVWKH%RDUGPD\IURPWLPHWRWLPHGLUHFW



7KH2/&PXVWLQFOXGHLQWKHDQQXDOUHSRUWDFRS\RIWKHUHSRUWSUHSDUHGE\
WKH&KLHI2PEXGVPDQXQGHUVHFWLRQIRUWKHILQDQFLDO\HDULQTXHVWLRQ



$VVRRQDVUHDVRQDEO\SUDFWLFDEOHDIWHUWKHHQGRIHDFKILQDQFLDO\HDUWKH2/&
PXVWJLYHWRWKH%RDUGDFRS\RIWKHDQQXDOUHSRUWSUHSDUHGIRUWKDW\HDU



7KH%RDUGPXVWJLYHDFRS\RIWKHDQQXDOUHSRUWWRWKH6HFUHWDU\RI6WDWH



7KH6HFUHWDU\RI6WDWHPXVWOD\DFRS\RIWKHDQQXDOUHSRUWEHIRUH3DUOLDPHQW



,QWKLVVHFWLRQqILQDQFLDO\HDUrPHDQVu
D WKHSHULRGEHJLQQLQJZLWKWKHGD\RQZKLFKWKH2/&LVHVWDEOLVKHGDQG
HQGLQJZLWKWKHQH[WIROORZLQJ0DUFKDQG
E HDFKVXFFHVVLYHSHULRGRIPRQWKV









6XSSOHPHQWDU\SRZHUV
7KH2/&PD\GRDQ\WKLQJFDOFXODWHGWRIDFLOLWDWHRULQFLGHQWDORUFRQGXFLYH
WRWKHFDUU\LQJRXWRIDQ\RILWVIXQFWLRQV
$FFRXQWDELOLW\RIWKH2/&WRWKH%RDUG





5HSRUWLQJWRWKH%RDUG


7KH %RDUG PD\UHTXLUHWKH 2/& WR SUHSDUHDQG JLYHWR WKH%RDUG ZLWKLQ D
VSHFLILHG SHULRG D UHSRUW LQ UHVSHFW RI DQ\ VSHFLILHG PDWWHU UHODWLQJ WR WKH
IXQFWLRQVRIWKH2/&



,QVXEVHFWLRQ  qVSHFLILHGrPHDQVVSHFLILHGLQWKHUHTXLUHPHQW



7KH%RDUGPXVWSXEOLVKDQ\UHSRUWJLYHQWRLWE\WKH2/&XQGHUWKLVVHFWLRQ





3HUIRUPDQFHWDUJHWVDQGPRQLWRULQJ


7KH%RDUGPD\u
D VHWRQHRUPRUHSHUIRUPDQFHWDUJHWVUHODWLQJWRWKHSHUIRUPDQFHE\WKH
2/&RIDQ\RILWVIXQFWLRQVRU
E GLUHFWWKH2/&WRVHWRQHRUPRUHSHUIRUPDQFHWDUJHWVUHODWLQJWRWKH
SHUIRUPDQFHE\WKH2/&RIDQ\RILWVIXQFWLRQV

'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu/HJDO&RPSODLQWV



$ GLUHFWLRQ XQGHU VXEVHFWLRQ  E  PD\ LPSRVH FRQGLWLRQV ZLWK ZKLFK WKH
SHUIRUPDQFHWDUJHWVPXVWFRQIRUP



7KH %RDUG PXVW SXEOLVK DQ\ WDUJHW VHW RU GLUHFWLRQ JLYHQ E\ LW XQGHU WKLV
VHFWLRQ



7KH 2/& PXVW SXEOLVK DQ\ WDUJHW VHW E\ LW SXUVXDQW WR D GLUHFWLRQ XQGHU
VXEVHFWLRQ  E 



7KH %RDUG PD\ WDNH VXFK VWHSV DV LW UHJDUGV DV DSSURSULDWH WR PRQLWRU WKH
H[WHQWWRZKLFKDQ\SHUIRUPDQFHWDUJHWVHWXQGHUWKLVVHFWLRQLVEHLQJRUKDV
EHHQPHW
7KHRPEXGVPDQ







$SSRLQWPHQWRIWKH&KLHI2PEXGVPDQDQGDVVLVWDQWRPEXGVPHQ




7KH2/&u
D PXVWDSSRLQWDSHUVRQWRDFWDV&KLHI2PEXGVPDQIRUWKHSXUSRVHVRI
WKHRPEXGVPDQVFKHPHDQG
E PD\ZLWKWKHFRQVHQWRIWKH&KLHI2PEXGVPDQDSSRLQWRQHRUPRUH
RWKHUSHUVRQVWRDFWDVDVVLVWDQWRPEXGVPHQIRUWKRVHSXUSRVHV
(DFKSHUVRQDSSRLQWHGXQGHUVXEVHFWLRQ  D RU E PXVWEHu
D DOD\SHUVRQDQG
E DSHUVRQDSSHDULQJWRWKH2/&WRKDYHDSSURSULDWHTXDOLILFDWLRQVDQG
H[SHULHQFHWRDFWDVDQRPEXGVPDQIRUWKHSXUSRVHVRIWKHRPEXGVPDQ
VFKHPH



,Q WKLV $FW D UHIHUHQFH WR DQ qRPEXGVPDQr H[FHSW LQ WKH SKUDVHV q&KLHI
2PEXGVPDQr DQG qDVVLVWDQW RPEXGVPDQr  LV D UHIHUHQFH WR WKH &KLHI
2PEXGVPDQRUDQDVVLVWDQWRPEXGVPDQ



$SHUVRQpVDSSRLQWPHQWDVDQRPEXGVPDQFHDVHVLIWKDWSHUVRQFHDVHVWREHD
OD\SHUVRQ



6XEMHFW WR WKDW D SHUVRQpV DSSRLQWPHQW DV DQ RPEXGVPDQ LV WR EH RQ VXFK
WHUPVDQGFRQGLWLRQV LQFOXGLQJWHUPVDVWRWKHGXUDWLRQDQGWHUPLQDWLRQRIWKH
SHUVRQpVDSSRLQWPHQWDQGDVWRUHPXQHUDWLRQ DVWKH2/&FRQVLGHUVu
D FRQVLVWHQW ZLWK HQVXULQJ WKH LQGHSHQGHQFH RI WKH SHUVRQ DSSRLQWHG
DQG
E RWKHUZLVHDSSURSULDWH



$SSRLQWPHQWDVDQRPEXGVPDQGRHVQRWFRQIHUWKHVWDWXVRI&URZQVHUYDQW



,QWKLVVHFWLRQqOD\SHUVRQrKDVWKHVDPHPHDQLQJDVLQ6FKHGXOH



7KH&KLHI2PEXGVPDQpVUHSRUW



7KH&KLHI2PEXGVPDQPXVWSUHSDUHDUHSRUWIRUHDFKILQDQFLDO\HDURQWKH
GLVFKDUJHRIWKHIXQFWLRQVRIWKHRPEXGVPHQ



$UHSRUWXQGHUWKLVVHFWLRQPXVWFRPSO\ZLWKDQ\UHTXLUHPHQWVVSHFLILHGE\
WKH2/&



7KH 2/& PXVW SXEOLVK DQ\ UHTXLUHPHQWV VSHFLILHG IRU WKH SXUSRVHV RI
VXEVHFWLRQ  

'UDIW%LOO















/HJDO6HUYLFHV%LOO
3DUWu/HJDO&RPSODLQWV



$VVRRQDVUHDVRQDEO\SUDFWLFDEOHDIWHUWKHHQGRIHDFKILQDQFLDO\HDUWKH&KLHI
2PEXGVPDQPXVWJLYHWRWKH2/&DFRS\RIWKHUHSRUWSUHSDUHGXQGHUWKLV
VHFWLRQIRUWKH\HDU



,QWKLVVHFWLRQqILQDQFLDO\HDUrKDVWKHPHDQLQJJLYHQE\VHFWLRQ  






'HOHJDWLRQRIDQRPEXGVPDQpVIXQFWLRQV
$QRPEXGVPDQPD\GHOHJDWHWRDPHPEHURIWKH2/&pVVWDIIDSSRLQWHGXQGHU
SDUDJUDSKRI6FKHGXOHu
D DQ\IXQFWLRQRIWKHRPEXGVPDQLQUHODWLRQWRWKHPDNLQJLQYHVWLJDWLRQ
RUFRQVLGHUDWLRQ EXWQRWGHWHUPLQDWLRQ RIDFRPSODLQW
E DQ\RWKHUIXQFWLRQFRQIHUUHGRQWKHRPEXGVPDQE\RUE\YLUWXHRIWKLV
3DUW RWKHU WKDQ WKH IXQFWLRQV RI WKH &KLHI 2PEXGVPDQ ZLWKLQ
VXEVHFWLRQ  
7KRVHIXQFWLRQVDUHu
D WKH &KLHI 2PEXGVPDQpV SRZHU WR FRQVHQW WR WKH DSSRLQWPHQW RI DQ
DVVLVWDQWRPEXGVPDQXQGHUVHFWLRQDQG
E WKH GXWLHV LPSRVHG RQ WKH &KLHI 2PEXGVPDQ E\ VHFWLRQ  &KLHI
2PEXGVPDQpVUHSRUW 







2SHUDWLRQRIWKHRPEXGVPDQVFKHPH







-XULVGLFWLRQRIWKHRPEXGVPDQVFKHPH
$FRPSODLQWZKLFKUHODWHVWRDQDFWRURPLVVLRQRIDSHUVRQ qWKHUHVSRQGHQWr
LQFDUU\LQJRQDQDFWLYLW\LVWREHGHDOWZLWKXQGHUWKHRPEXGVPDQVFKHPHLIu
D WKHUHVSRQGHQWLVZLWKLQWKHMXULVGLFWLRQRIWKHVFKHPH
E WKH FRPSODLQDQW ZLVKHV WR KDYH WKH FRPSODLQW GHDOW ZLWK XQGHU WKH
VFKHPHDQGLVQRWLQHOLJLEOHDQG
F WKHFRPSODLQWLVQRWH[FOXGHGIURPWKHMXULVGLFWLRQRIWKHRPEXGVPDQ
VFKHPHE\VFKHPHUXOHV VHHVHFWLRQ 
7KHUHVSRQGHQWLVZLWKLQWKHMXULVGLFWLRQRIWKHVFKHPHLIDWWKHUHOHYDQWWLPH
WKHUHVSRQGHQWZDVDQDXWKRULVHGSHUVRQLQUHODWLRQWRDQDFWLYLW\ZKLFKZDV
D UHVHUYHG OHJDO DFWLYLW\ ZKHWKHU RU QRW WKH DFW RU RPLVVLRQ UHODWHV WR D
UHVHUYHGOHJDODFWLYLW\ 
7KHFRPSODLQDQW q&r LVLQHOLJLEOHLIDWWKHUHOHYDQWWLPHu
D & ZDV DQ DXWKRULVHG SHUVRQ LQ UHODWLRQ WR DQ DFWLYLW\ ZKLFK ZDV D
UHVHUYHGOHJDODFWLYLW\DQGWKHVHUYLFHVWRZKLFKWKHFRPSODLQWUHODWHV
ZHUHSURFXUHGE\&RQEHKDOIRIDQRWKHUSHUVRQ
E &ZDVDSXEOLFERG\RUZDVDFWLQJRQEHKDOIRIVXFKDERG\LQUHODWLRQ
WRWKHVHUYLFHVWRZKLFKWKHFRPSODLQWUHODWHVRU
F & ZDV D SHUVRQ SUHVFULEHG RU RI D GHVFULSWLRQ SUHVFULEHG E\ WKH
6HFUHWDU\RI6WDWHE\RUGHUDVLQHOLJLEOH



7KHULJKWRIDSHUVRQWRPDNHDFRPSODLQWXQGHUWKHRPEXGVPDQVFKHPHDQG
WKH MXULVGLFWLRQ RI DQ RPEXGVPDQ WR LQYHVWLJDWH FRQVLGHU DQG GHWHUPLQH D
FRPSODLQWPD\QRWEHOLPLWHGRUH[FOXGHGE\DQ\FRQWUDFWWHUPRUE\QRWLFH



,QWKLVVHFWLRQUHIHUHQFHVWRDQDFWRURPLVVLRQLQFOXGHDQDFWRURPLVVLRQZKLFK
RFFXUVEHIRUHWKHFRPLQJLQWRIRUFHRIWKLVVHFWLRQ qDSUHFRPPHQFHPHQWDFW
RU RPLVVLRQr  DQG D SHUVRQ LV WR EH UHJDUGHG DV DQ DXWKRULVHG SHUVRQ LQ
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3DUWu/HJDO&RPSODLQWV

UHODWLRQ WR DQ DFWLYLW\ ZKLFK LV D UHVHUYHG OHJDO DFWLYLW\ DW WKH WLPH D SUH
FRPPHQFHPHQWDFWRURPLVVLRQRFFXUVLIWKHSHUVRQDWWKDWWLPHZDVu
D DSHUVRQRIWKHNLQGPHQWLRQHGLQSDUDJUDSK  RI6FKHGXOH
E DERG\UHFRJQLVHGXQGHUVHFWLRQRURIWKH$GPLQLVWUDWLRQRI-XVWLFH
$FW F   UHFRJQLVHGERGLHV 
F DOHJDOSDUWQHUVKLSDFRQYH\DQFLQJSDUWQHUVKLSDPL[HGFRQYH\DQFLQJ
SDUWQHUVKLSDSDWHQWDJHQWERG\RUDWUDGHPDUNERG\




,QWKLVVHFWLRQu
qFRQYH\DQFLQJSDUWQHUVKLSrKDVWKHPHDQLQJJLYHQE\SDUDJUDSK  RI
6FKHGXOH
qOHJDO SDUWQHUVKLSr KDV WKH PHDQLQJ JLYHQ E\ SDUDJUDSK    RI WKDW
6FKHGXOH
qPL[HGFRQYH\DQFLQJSDUWQHUVKLSrKDVWKHPHDQLQJJLYHQE\SDUDJUDSK
  RIWKDW6FKHGXOH
qSDWHQW DJHQW ERG\r KDV WKH PHDQLQJ JLYHQ E\ SDUDJUDSK    RI WKDW
6FKHGXOH
qSXEOLF ERG\r PHDQV DQ\ JRYHUQPHQW GHSDUWPHQW ORFDO DXWKRULW\ RU
RWKHU ERG\ FRQVWLWXWHG IRU SXUSRVHV RI WKH SXEOLF VHUYLFHV ORFDO
JRYHUQPHQWRUWKHDGPLQLVWUDWLRQRIMXVWLFH
qUHOHYDQWWLPHrLQUHODWLRQWRDFRPSODLQWPHDQVWKHWLPHZKHQWKHDFWRU
RPLVVLRQWRZKLFKWKHFRPSODLQWUHODWHVWRRNSODFH
qWUDGHPDUNERG\rKDVWKHPHDQLQJJLYHQE\SDUDJUDSK  RI6FKHGXOH


)RUWKHSXUSRVHVRIWKLV3DUWDQGWKHRPEXGVPDQVFKHPHDQ\DFWRURPLVVLRQ
E\DSHUVRQLQWKHFRXUVHRIWKHSHUVRQpVHPSOR\PHQWLVWREHWUHDWHGDVDOVRDQ
DFWRURPLVVLRQE\WKHSHUVRQpVHPSOR\HUZKHWKHURUQRWLWZDVGRQHZLWKWKH
HPSOR\HUpVNQRZOHGJHRUDSSURYDO



%XWVXEVHFWLRQ  GRHVQRWDSSO\LIWKHHPSOR\HUVKRZVWKDWWKHHPSOR\HUWRRN
VXFKVWHSVDVZHUHUHDVRQDEOHu
D WRSUHYHQWWKHHPSOR\HHpVDFWRURPLVVLRQRU
E WR SUHYHQW DFWV RU RPLVVLRQV RI WKDW GHVFULSWLRQ LQ WKH FRXUVH RI WKH
HPSOR\HHpVHPSOR\PHQW



)RUWKHSXUSRVHVRIWKLV3DUWDQGWKHRPEXGVPDQVFKHPHDQ\DFWRURPLVVLRQ
E\DSDUWQHULQDSDUWQHUVKLSLQWKHFRXUVHRIFDUU\LQJRQLQWKHXVXDOZD\
EXVLQHVVRIWKHNLQGFDUULHGRQE\WKHSDUWQHUVKLSLVWREHWUHDWHGDVDOVRDQDFW
RURPLVVLRQE\WKHSDUWQHUVKLS



%XWVXEVHFWLRQ  GRHVQRWDSSO\LIWKHSDUWQHUKDGQRDXWKRULW\WRDFWIRUWKH
SDUWQHUVKLSDQGWKHSHUVRQSXUSRUWLQJWRUHO\RQWKDWVXEVHFWLRQNQHZDWWKH
WLPHRIWKHDFWRURPLVVLRQWKDWWKHSDUWQHUKDGQRVXFKDXWKRULW\









$FWVDQGRPLVVLRQVE\HPSOR\HHVHWF







&RQWLQXLW\RIFRPSODLQWV
7KH DELOLW\ RI D SHUVRQ WR PDNH D FRPSODLQW DERXW DQ DFW RU RPLVVLRQ RI D
SDUWQHUVKLSRURWKHUXQLQFRUSRUDWHGERG\LVQRWDIIHFWHGE\DQ\FKDQJHLQWKH
PHPEHUVKLSRIWKHSDUWQHUVKLSRUERG\
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7KH 2/& PXVW PDNH UXOHV GHWHUPLQLQJ WKH FLUFXPVWDQFHV LQ ZKLFK IRU WKH
SXUSRVHVRIWKHRPEXGVPDQVFKHPHDQDFWRURPLVVLRQRIDSHUVRQ q$r LV
ZKHUH $ FHDVHV WR H[LVW DQG DQRWKHU SHUVRQ q%r  VXFFHHGV WR WKH ZKROH RU
VXEVWDQWLDOO\WKHZKROHRIWKHEXVLQHVVRI$WREHWUHDWHGDVDQDFWRURPLVVLRQ
RI%



5XOHVXQGHUVXEVHFWLRQ  PXVWLQUHODWLRQWRFDVHVZKHUHDQDFWRURPLVVLRQ
RI$LVWUHDWHGDVDQDFWRURPLVVLRQRI%PDNHSURYLVLRQDERXWWKHWUHDWPHQW
RIFRPSODLQWVXQGHUWKHRPEXGVPDQVFKHPHZKLFKDUHRXWVWDQGLQJDJDLQVW$
DWWKHWLPH$FHDVHVWRH[LVW
6FKHPHUXOHV



7KH2/&PXVWPDNHUXOHV LQWKLV3DUWUHIHUUHGWRDVqVFKHPHUXOHVr VHWWLQJ
RXWWKHSURFHGXUHIRUu
D WKHPDNLQJRIFRPSODLQWVXQGHUWKHRPEXGVPDQVFKHPHDQG
E WKHLQYHVWLJDWLRQFRQVLGHUDWLRQDQGGHWHUPLQDWLRQRIFRPSODLQWVE\DQ
RPEXGVPDQ
6FKHPHUXOHVu
D PXVW SURYLGH WKDW D FRPSODLQW LV WR EH HQWHUWDLQHG XQGHU WKH
RPEXGVPDQVFKHPHRQO\LIWKHFRPSODLQDQWKDVPDGHWKHFRPSODLQW
XQGHU WKDW VFKHPH EHIRUH WKH DSSOLFDEOH WLPH OLPLW GHWHUPLQHG LQ
DFFRUGDQFHZLWKWKHVFKHPHUXOHV KDVH[SLUHGDQG
E PD\ SURYLGH WKDW DQ RPEXGVPDQ PD\ H[WHQG WKDW WLPH OLPLW LQ
VSHFLILHGFLUFXPVWDQFHV
6FKHPHUXOHVPXVWSURYLGHWKDWH[FHSWLQVSHFLILHGFLUFXPVWDQFHVDFRPSODLQW
LVWREHHQWHUWDLQHGXQGHUWKHRPEXGVPDQVFKHPHRQO\LIWKHFRPSODLQDQWKDV
ILUVWXVHGWKHUHVSRQGHQWpVFRPSODLQWVSURFHGXUHV



7KHUHVSRQGHQWpVFRPSODLQWVSURFHGXUHVDUHWKHSURFHGXUHVHVWDEOLVKHGE\WKH
UHVSRQGHQW RU LQ ZKLFK WKH UHVSRQGHQW SDUWLFLSDWHV LQ DFFRUGDQFH ZLWK
UHJXODWRU\DUUDQJHPHQWVRUOLFHQVLQJUXOHVPDGHXQGHUVHFWLRQ



7KHVFKHPHUXOHVPD\ DPRQJRWKHUWKLQJV DOVRPDNHSURYLVLRQu
D H[FOXGLQJFRPSODLQWVRIDVSHFLILHGGHVFULSWLRQIURPWKHMXULVGLFWLRQRI
WKHRPEXGVPDQVFKHPH
E DERXWWKHPDQQHULQZKLFKDFRPSODLQWPXVWEHPDGH
F IRUWKHZKROHRUSDUWRIDFRPSODLQWLQVSHFLILHGFLUFXPVWDQFHVWREH
GLVPLVVHGZLWKRXWFRQVLGHUDWLRQRILWVPHULWV
G DERXW WKH PDWWHUVZKLFKDUH WREH WDNHQ LQWRDFFRXQW LQ GHWHUPLQLQJ
ZKHWKHUDQDFWRURPLVVLRQZDVIDLUDQGUHDVRQDEOH
H IRUWKHUHIHUHQFHRIDFRPSODLQWLQVSHFLILHGFLUFXPVWDQFHVDQGZLWKWKH
FRQVHQWRIWKHFRPSODLQDQWWRDQRWKHUERG\ZLWKDYLHZWRLWVEHLQJ
GHWHUPLQHGE\WKDWERG\LQVWHDGRIE\DQRPEXGVPDQ
I IRU VSHFLILHG SHUVRQV WR EH QRWLILHG RI FRPSODLQWV PDGH XQGHU WKH
RPEXGVPDQVFKHPH
J IRU VSHFLILHG SHUVRQV WR EH QRWLILHG RI GHWHUPLQDWLRQV DQG GLUHFWLRQV
XQGHUWKDWVFKHPH
K IRUDSHUVRQZKRZDVDQDXWKRULVHGSHUVRQLQUHODWLRQWRDQDFWLYLW\DW
WKHUHOHYDQWWLPH ZLWKLQWKHPHDQLQJRIVHFWLRQ  WREHWUHDWHGLQ
VSHFLILHGFLUFXPVWDQFHVIRUWKHSXUSRVHVRIWKHVFKHPHDQGWKLV3DUW
DVLIWKDWSHUVRQZHUHDFRUHVSRQGHQWLQUHODWLRQWRDFRPSODLQW
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DERXWWKHHYLGHQFHZKLFKPD\EHUHTXLUHGRUDGPLWWHGDQGWKHH[WHQW
WRZKLFKLWVKRXOGEHRUDORUZULWWHQ
IRU UHTXLULQJ SDUWLHV WR WKHFRPSODLQW WR DWWHQG WR JLYH HYLGHQFH DQG
SURGXFHGRFXPHQWVDQGIRUDXWKRULVLQJWKHDGPLQLVWUDWLRQRIRDWKVE\
RPEXGVPHQ
DV WR WKH SHUVRQV ZKR PD\ DSSHDU RQ EHKDOI RI WKH FRPSODLQDQW RU
UHVSRQGHQWDQGWKHFLUFXPVWDQFHVLQZKLFKDSHUVRQPD\VRDSSHDU
IRU DQ RPEXGVPDQ LQ VXFK FLUFXPVWDQFHV DV PD\ EH VSHFLILHG WR
DZDUGH[SHQVHVWRSHUVRQVLQFRQQHFWLRQZLWKDWWHQGDQFHDWDKHDULQJ
EHIRUHDQRPEXGVPDQ
IRUDQRPEXGVPDQWRDZDUGFRVWVDJDLQVWWKHUHVSRQGHQWLQIDYRXURI
WKHFRPSODLQDQW
IRU DQ RPEXGVPDQ WR DZDUG FRVWV DJDLQVW WKH FRPSODLQDQW RU WKH
UHVSRQGHQW LQ IDYRXU RI WKH 2/& IRU WKH SXUSRVH RI SURYLGLQJ D
FRQWULEXWLRQWRUHVRXUFHVGHSOR\HGLQGHDOLQJZLWKWKHFRPSODLQWLILQ
WKHRPEXGVPDQpVRSLQLRQu
L WKH SHUVRQ DJDLQVW ZKRP WKH FRVWV DUH DZDUGHG DFWHG
LPSURSHUO\RUXQUHDVRQDEO\LQUHODWLRQWRWKHFRPSODLQWRU
LL WKDWSHUVRQZDVUHVSRQVLEOHIRUDQXQUHDVRQDEOHGHOD\
DERXWWKHFLUFXPVWDQFHVLQZKLFKLQIRUPDWLRQLVWREHGLVFORVHGE\WKH
2/& WR DQ DSSURYHG UHJXODWRU RU WR WKH %RDUG LQ LWV FDSDFLW\ DV D
OLFHQVLQJ DXWKRULW\ IRU WKH SXUSRVH RI HQVXULQJ WKDW GXSOLFDWLRQ RI
LQYHVWLJDWLRQVLVDYRLGHGVRIDUDVSUDFWLFDEOH
FRQIHUULQJULJKWVRQVSHFLILHGSHUVRQVWRFRQWLQXHDFRPSODLQWPDGHE\
DSHUVRQZKRKDVGLHGRULVRWKHUZLVHXQDEOHWRDFW
IRUDFRPSODLQWWREHWUHDWHGDVZLWKGUDZQRUDEDQGRQHGLQVSHFLILHG
FLUFXPVWDQFHV
IRU WKH SXUSRVH RI IDFLOLWDWLQJ WKH VHWWOHPHQW RI D FRPSODLQW ZLWK WKH
DJUHHPHQWRIWKHSDUWLHVWRLW

7KH FLUFXPVWDQFHV VSHFLILHG XQGHU VXEVHFWLRQ  F  PD\ LQFOXGH WKH
IROORZLQJu
D WKH RPEXGVPDQ FRQVLGHUV WKH FRPSODLQW RU SDUW WR EH IULYRORXV RU
YH[DWLRXVRUWRWDOO\ZLWKRXWPHULW
E WKHRPEXGVPDQFRQVLGHUVWKDWWKHFRPSODLQWRUSDUWZRXOGEHEHWWHU
GHDOW ZLWK XQGHU DQRWKHU RPEXGVPDQ VFKHPH E\ DUELWUDWLRQ RU E\
RWKHUOHJDOSURFHHGLQJV
F WKH RPEXGVPDQ FRQVLGHUV WKDW WKHUH KDV EHHQ XQGXH GHOD\ LQ WKH
PDNLQJRIWKHFRPSODLQWRUSDUWRUWKHSURYLVLRQRIHYLGHQFHWRVXSSRUW
LW
G WKHRPEXGVPDQLVVDWLVILHGWKDWWKHPDWWHUZKLFKLVWKHVXEMHFWRIWKH
FRPSODLQW RU SDUW KDV SUHYLRXVO\ EHHQ GHDOW ZLWK XQGHU DQRWKHU
RPEXGVPDQVFKHPHE\DUELWUDWLRQRUE\RWKHUOHJDOSURFHHGLQJV
H WKHRPEXGVPDQFRQVLGHUVWKDWWKHUHDUHRWKHUFRPSHOOLQJUHDVRQVZK\
LWLVLQDSSURSULDWHIRUWKHFRPSODLQWRUSDUWWREHGHDOWZLWKXQGHUWKH
RPEXGVPDQVFKHPH
6XEVHFWLRQ  DSSOLHVZKHUHDFRPSODLQWLVu
D H[FOXGHGRUGLVPLVVHGE\YLUWXHRIUXOHVZLWKLQVXEVHFWLRQ      D
RU  F 
E UHIHUUHGWRDQRWKHUERG\E\YLUWXHRIUXOHVZLWKLQVXEVHFWLRQ  H 
F VHWWOHG ZLWKGUDZQ RU DEDQGRQHG RU WUHDWHG DV ZLWKGUDZQ RU
DEDQGRQHGE\YLUWXHRIUXOHVZLWKLQVXEVHFWLRQ  T 
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7KHRPEXGVPDQPXVWQRWLI\u
D WKHFRPSODLQDQW
E WKHUHVSRQGHQW
F DQ\UHOHYDQWDXWKRULVLQJERG\LQUHODWLRQWRWKHUHVSRQGHQWQRWLILHGRI
WKHFRPSODLQWLQDFFRUGDQFHZLWKUXOHVZLWKLQVXEVHFWLRQ  I 
DQG LQ D FDVH ZLWKLQ VXEVHFWLRQ  D  RU E  PXVW JLYH UHDVRQV IRU WKH
H[FOXVLRQGLVPLVVDORUUHIHUUDO
1RSHUVRQPD\EHUHTXLUHGE\VFKHPHUXOHVu
D WR SURYLGH DQ\ LQIRUPDWLRQ RU JLYH DQ\ HYLGHQFH ZKLFK WKDW SHUVRQ
FRXOG QRW EH FRPSHOOHG WR VXSSO\ LQ HYLGHQFH LQ FLYLO SURFHHGLQJV
EHIRUHWKH+LJK&RXUWRU
E WRSURGXFHDQ\GRFXPHQWZKLFKWKDWSHUVRQFRXOGQRWEHFRPSHOOHGWR
SURGXFHLQVXFKSURFHHGLQJV



6FKHPH UXOHV PD\ DXWKRULVH DQ RPEXGVPDQ PDNLQJ DQ DZDUG RI FRVWV LQ
DFFRUGDQFHZLWKUXOHVZLWKLQVXEVHFWLRQ  P RU Q WRRUGHUWKDWWKHDPRXQW
SD\DEOHXQGHUWKHDZDUGEHDUVLQWHUHVWDWDUDWHDQGIURPDWLPHVSHFLILHGLQ
WKHRUGHU



$Q DPRXQW GXH XQGHU DQ DZDUG PDGH LQ IDYRXU RI D SHUVRQ E\ YLUWXH RI
SURYLVLRQPDGHXQGHUVXEVHFWLRQ  O  P RU Q LVUHFRYHUDEOHDVDGHEWGXH
WRWKDWSHUVRQ





,QWKLVVHFWLRQu
qSDUW\rLQUHODWLRQWRDFRPSODLQWPHDQVu
D WKHFRPSODLQDQW
E WKHUHVSRQGHQWDQG
F DQ\RWKHUSHUVRQZKRLQDFFRUGDQFHZLWKVFKHPHUXOHVLVWREH
UHJDUGHGDVDSDUW\WRWKHFRPSODLQW
qVSHFLILHGrPHDQVVSHFLILHGLQVFKHPHUXOHV

7KH 2/& PXVW PDNH UXOHV UHTXLULQJ UHVSRQGHQWV LQ UHODWLRQ WR FRPSODLQWV
XQGHU WKH RPEXGVPDQ VFKHPH WR SD\ WR WKH 2/& VXFK FKDUJHV DV PD\ EH
VSHFLILHGLQWKHUXOHV



7KHUXOHVPD\DPRQJRWKHUWKLQJVu
D SURYLGHIRUWKH2/&WRUHGXFHRUZDLYHDFKDUJHLQDSDUWLFXODUFDVH
E VHW GLIIHUHQW FKDUJHV IRU GLIIHUHQW VWDJHV RI WKH SURFHHGLQJV RQ D
FRPSODLQW
F SURYLGHIRUFKDUJHVWREHUHIXQGHGLQVSHFLILHGFLUFXPVWDQFHV
G SURYLGHWKDWLIWKHZKROHRUDQ\SDUWRIDFKDUJHLVQRWSDLGE\WKHWLPH
E\ZKLFKLWLVUHTXLUHGWREHSDLGXQGHUWKHUXOHVWKHXQSDLGEDODQFH
IURPWLPHWRWLPHFDUULHVLQWHUHVWDWWKHUDWHVSHFLILHGLQRUGHWHUPLQHG
LQDFFRUGDQFHZLWKWKHUXOHV












&KDUJHVSD\DEOHE\UHVSRQGHQWV







$Q\ FKDUJH ZKLFK LV RZHG WR WKH 2/& E\ YLUWXH RI UXOHV PDGH XQGHU WKLV
VHFWLRQPD\EHUHFRYHUHGDVDGHEWGXHWRWKH2/&
&RQVHQWUHTXLUHPHQWVIRUUXOHV
%HIRUHPDNLQJUXOHVXQGHUWKLV3DUWWKH2/&PXVWREWDLQu
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WKHFRQVHQWRIWKH%RDUGDQG
LQWKHFDVHRIUXOHVXQGHUVHFWLRQ FKDUJHVSD\DEOHE\UHVSRQGHQWV 
WKHFRQVHQWRIWKH6HFUHWDU\RI6WDWH

,Q VXEVHFWLRQ   WKH UHIHUHQFH WR PDNLQJ UXOHV LQFOXGHV D UHIHUHQFH WR
PRGLI\LQJUXOHV
7KH%RDUGpVSRZHUVLQUHVSHFWRIUXOHV
7KH%RDUGPD\GLUHFWWKH2/&WRWDNHVXFKVWHSVDVDUHQHFHVVDU\u
D WRPRGLI\LWVUXOHVLQDFFRUGDQFHZLWKVXFKJHQHUDOUHTXLUHPHQWVDVDUH
VSHFLILHGLQWKHGLUHFWLRQRU
E WRPDNHDVSHFLILHGPRGLILFDWLRQWRLWVUXOHV
%HIRUHJLYLQJDGLUHFWLRQXQGHUVXEVHFWLRQ  E WKH%RDUGPXVWu
D JLYHWKH2/&DQRWLFHJLYLQJGHWDLOVRIWKHSURSRVHGPRGLILFDWLRQDQG
FRQWDLQLQJDVWDWHPHQWWKDWUHSUHVHQWDWLRQVDERXWWKHSURSRVDOPD\EH
PDGHWRWKH%RDUGZLWKLQDSHULRGVSHFLILHGLQWKHQRWLFH
E SXEOLVKDFRS\RIWKDWQRWLFHDQG
F KDYHUHJDUGWRDQ\UHSUHVHQWDWLRQVGXO\PDGH
7KHIROORZLQJSURYLVLRQVGRQRWDSSO\LQUHODWLRQWRDQ\PRGLILFDWLRQPDGHE\
WKH2/&WRLWVUXOHVLQFRPSOLDQFHZLWKDGLUHFWLRQXQGHUVXEVHFWLRQ  E u
D VHFWLRQ  D  UHTXLUHPHQWWRREWDLQWKH%RDUGpVFRQVHQWWRUXOHV 
E VHFWLRQ UHTXLUHPHQWWRFRQVXOWEHIRUHPDNLQJUXOHV 



:KHUHWKH%RDUGUHYRNHVDGLUHFWLRQLWPXVWu
D JLYHWKH2/&QRWLFHRIWKHUHYRFDWLRQDQG
E SXEOLVKWKDWQRWLFH



)RUWKHSXUSRVHVRIWKLVVHFWLRQqUXOHVrPHDQVDQ\UXOHVPDGHXQGHUWKLV3DUW
'HWHUPLQDWLRQVXQGHUWKHVFKHPH













'HWHUPLQDWLRQRIFRPSODLQWV



$FRPSODLQWLVWREHGHWHUPLQHGXQGHUWKHRPEXGVPDQVFKHPHE\UHIHUHQFH
WRZKDWLVLQWKHRSLQLRQRIWKHRPEXGVPDQPDNLQJWKHGHWHUPLQDWLRQIDLU
DQGUHDVRQDEOHLQDOOWKHFLUFXPVWDQFHVRIWKHFDVH



7KHGHWHUPLQDWLRQPD\FRQWDLQRQHRUPRUHRIWKHIROORZLQJu
D DGLUHFWLRQWKDWWKHUHVSRQGHQWPDNHDQDSRORJ\WRWKHFRPSODLQDQW
E DGLUHFWLRQWKDWWKHUHVSRQGHQWVHFXUHWKHUHFWLILFDWLRQDWWKHH[SHQVH
RI WKH UHVSRQGHQW RI DQ\ VXFK HUURU RPLVVLRQ RU RWKHU GHILFLHQF\
DULVLQJLQFRQQHFWLRQZLWKWKHPDWWHULQTXHVWLRQDVWKHGLUHFWLRQPD\
VSHFLI\
F DGLUHFWLRQWKDWu
L WKH IHHV WR ZKLFK WKH UHVSRQGHQW LV HQWLWOHG LQ UHVSHFW RI WKH
VHUYLFHVWRZKLFKWKHFRPSODLQWUHODWHV qWKHIHHVr DUHOLPLWHG
WRVXFKDPRXQWDVPD\EHVSHFLILHGLQWKHGLUHFWLRQDQG
LL WKHUHVSRQGHQWFRPSO\RUVHFXUHFRPSOLDQFHZLWKVXFKRQHRU
PRUH RI WKH SHUPLWWHG UHTXLUHPHQWV DV DSSHDU WR WKH
RPEXGVPDQWREHQHFHVVDU\LQRUGHUIRUHIIHFWWREHJLYHQWRWKH
GLUHFWLRQXQGHUVXESDUDJUDSK L 
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G

H

DGLUHFWLRQWKDWWKHUHVSRQGHQWSD\FRPSHQVDWLRQWRWKHFRPSODLQDQWRI
VXFKDQDPRXQWDVLVVSHFLILHGLQWKHGLUHFWLRQLQUHVSHFWRIDQ\ORVV
ZKLFKKDVEHHQVXIIHUHGE\RUDQ\LQFRQYHQLHQFHRUGLVWUHVVZKLFKKDV
EHHQ FDXVHG WR WKH FRPSODLQDQW DV D UHVXOW RI DQ\ PDWWHU FRQQHFWHG
ZLWKWKHFRPSODLQW
DGLUHFWLRQWKDWWKHUHVSRQGHQWWDNHDWWKHH[SHQVHRIWKHUHVSRQGHQW
VXFK RWKHU DFWLRQ LQ WKH LQWHUHVWV RI WKH FRPSODLQDQW DV WKH GLUHFWLRQ
PD\VSHFLI\



)RUWKHSXUSRVHVRIVXEVHFWLRQ  F qWKHSHUPLWWHGUHTXLUHPHQWVrDUHu
D WKDWWKHZKROHRUSDUWRIDQ\DPRXQWDOUHDG\SDLGE\RURQEHKDOIRIWKH
FRPSODLQDQWLQUHVSHFWRIWKHIHHVEHUHIXQGHG
E WKDWWKHZKROHRUSDUWRIWKHIHHVEHUHPLWWHG
F WKDWWKHULJKWWRUHFRYHUWKHIHHVEHZDLYHGZKHWKHUZKROO\RUWRDQ\
VSHFLILHGH[WHQW



:KHUHu
D D GLUHFWLRQ LV PDGH XQGHU VXEVHFWLRQ  F  ZKLFK UHTXLUHV WKDW WKH
ZKROH RU SDUW RI DQ\ DPRXQW DOUHDG\ SDLG E\ RU RQ EHKDOI RI WKH
FRPSODLQDQWLQUHVSHFWRIWKHIHHVEHUHIXQGHGRU
E DGLUHFWLRQLVPDGHXQGHUVXEVHFWLRQ  G 
WKHGLUHFWLRQPD\DOVRSURYLGHIRUWKHDPRXQWSD\DEOHXQGHUWKHGLUHFWLRQWR
EHDULQWHUHVWDWDUDWHDQGDVIURPDWLPHVSHFLILHGLQWKHGLUHFWLRQ





/LPLWDWLRQRQYDOXHRIGLUHFWLRQVXQGHUWKHRPEXGVPDQVFKHPH
:KHUHDGHWHUPLQDWLRQLVPDGHXQGHUWKHRPEXGVPDQVFKHPHLQUHVSHFWRID
FRPSODLQWWKHWRWDOYDOXHRIGLUHFWLRQVXQGHUVHFWLRQ  FRQWDLQHGLQWKH
GHWHUPLQDWLRQPXVWQRWH[FHHG



)RUWKLVSXUSRVHWKHWRWDOYDOXHRIVXFKGLUHFWLRQVLVWKHDJJUHJDWHRIu
D WKH DPRXQW RI DQ\ H[SHQVHV UHDVRQDEO\ LQFXUUHG E\ WKH UHVSRQGHQW
ZKHQ FRPSO\LQJ ZLWK D GLUHFWLRQ XQGHU VXEVHFWLRQ  E  RU H  RI
VHFWLRQ
E WKHDPRXQWRIDQ\IHHVZKLFKDUHUHTXLUHGWREHUHIXQGHGUHPLWWHGRU
ZDLYHGLQDFFRUGDQFHZLWKDGLUHFWLRQXQGHUVXEVHFWLRQ  F LL RIWKDW
VHFWLRQDQG
F WKH DPRXQW RI DQ\ FRPSHQVDWLRQ VSHFLILHG LQ D GLUHFWLRQ XQGHU
VXEVHFWLRQ  G RIWKDWVHFWLRQ









7KHSRZHURIWKHRPEXGVPDQWRPDNHDGLUHFWLRQXQGHUVXEVHFWLRQ  LVQRW
FRQILQHGWRFDVHVZKHUHWKHFRPSODLQDQWPD\KDYHDFDXVHRIDFWLRQDJDLQVWWKH
UHVSRQGHQWIRUQHJOLJHQFH







)RUWKHSXUSRVHVRIGHWHUPLQLQJWKDWWRWDOYDOXHDQ\LQWHUHVWSD\DEOHRQDQ
DPRXQWZLWKLQVXEVHFWLRQ  E RU F DERYHE\YLUWXHRIVHFWLRQ  LVWR
EHLJQRUHG









$OWHUDWLRQRIOLPLW



7KH6HFUHWDU\RI6WDWHPD\E\RUGHUDPHQGVHFWLRQ  LQDFFRUGDQFHZLWKD
UHFRPPHQGDWLRQPDGHE\DQLQWHUHVWHGERG\XQGHUVXEVHFWLRQ  



$QLQWHUHVWHGERG\PD\DWDQ\WLPHUHFRPPHQGWRWKH6HFUHWDU\RI6WDWHWKDW
VHFWLRQ  VKRXOGEHDPHQGHGVRDVWRVXEVWLWXWHWKHDPRXQWVSHFLILHGLQ

'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu/HJDO&RPSODLQWV

WKH UHFRPPHQGDWLRQ IRU WKH DPRXQW IRU WKH WLPH EHLQJ VSHFLILHG LQ WKDW
SURYLVLRQ




$Q LQWHUHVWHG ERG\ PXVW LI UHTXHVWHG WR GR VR E\ WKH 6HFUHWDU\ RI 6WDWH
FRQVLGHU ZKHWKHU RU QRW LW LV DSSURSULDWH WR PDNH D UHFRPPHQGDWLRQ XQGHU
VXEVHFWLRQ  



$QLQWHUHVWHGERG\PXVWEHIRUHPDNLQJDUHFRPPHQGDWLRQXQGHUVXEVHFWLRQ
u
D SXEOLVKDGUDIWRIWKHSURSRVHGUHFRPPHQGDWLRQ
E LQYLWHUHSUHVHQWDWLRQVUHJDUGLQJWKHSURSRVHGUHFRPPHQGDWLRQDQG
F FRQVLGHUDQ\VXFKUHSUHVHQWDWLRQVZKLFKDUHPDGH





:KHUHWKH6HFUHWDU\RI6WDWHUHFHLYHVDUHFRPPHQGDWLRQXQGHUVXEVHFWLRQ  
WKH6HFUHWDU\RI6WDWHPXVWFRQVLGHUZKHWKHUWRH[HUFLVHWKHSRZHUFRQIHUUHG
E\VXEVHFWLRQ  



,IWKH6HFUHWDU\RI6WDWHGHFLGHVQRWWRH[HUFLVHWKDWSRZHUWKH6HFUHWDU\RI6WDWH
PXVW SXEOLVK D QRWLFH WR WKDW HIIHFW ZKLFK LQFOXGHV WKH 6HFUHWDU\ RI 6WDWHpV
UHDVRQVIRUWKHGHFLVLRQ



,QWKLVVHFWLRQqLQWHUHVWHGERG\rPHDQVu
D WKH2/&
E WKH%RDUGRU
F WKH&RQVXPHU3DQHO







$FFHSWDQFHRUUHMHFWLRQRIGHWHUPLQDWLRQ



:KHQ DQ RPEXGVPDQ KDV GHWHUPLQHG D FRPSODLQW WKH RPEXGVPDQ PXVW
SUHSDUHDZULWWHQVWDWHPHQWRIWKHGHWHUPLQDWLRQ



7KHVWDWHPHQWPXVWu
D JLYHWKHRPEXGVPDQpVUHDVRQVIRUWKHGHWHUPLQDWLRQ
E EHVLJQHGE\WKHRPEXGVPDQDQG
F UHTXLUH WKH FRPSODLQDQW WR QRWLI\ WKH RPEXGVPDQ EHIRUH D WLPH
VSHFLILHGLQWKHVWDWHPHQWZKHWKHUWKHFRPSODLQDQWDFFHSWVRUUHMHFWV
WKHGHWHUPLQDWLRQ



7KHRPEXGVPDQPXVWJLYHDFRS\RIWKHVWDWHPHQWWRu
D WKHFRPSODLQDQW
E WKHUHVSRQGHQWDQG
F DQ\UHOHYDQWDXWKRULVLQJERG\LQUHODWLRQWRWKHUHVSRQGHQW



,IWKHFRPSODLQDQWQRWLILHVWKHRPEXGVPDQWKDWWKHGHWHUPLQDWLRQLVDFFHSWHG
E\WKHFRPSODLQDQWLWLVELQGLQJRQWKHUHVSRQGHQWDQGWKHFRPSODLQDQWDQG
LVILQDO



,IE\WKHVSHFLILHGWLPHWKHFRPSODLQDQWKDVQRWQRWLILHGWKHRPEXGVPDQRI
WKH FRPSODLQDQWpV DFFHSWDQFH RU UHMHFWLRQ RI WKH GHWHUPLQDWLRQ WKH
FRPSODLQDQWLVWREHWUHDWHGDVKDYLQJUHMHFWHGLW



7KHRPEXGVPDQPXVWJLYHQRWLFHRIWKHRXWFRPHWRu
D WKHFRPSODLQDQW
E WKHUHVSRQGHQWDQG
F DQ\UHOHYDQWDXWKRULVLQJERG\LQUHODWLRQWRWKHUHVSRQGHQW

'UDIW%LOO











/HJDO6HUYLFHV%LOO
3DUWu/HJDO&RPSODLQWV



$ FRS\ RI WKH GHWHUPLQDWLRQ RQ ZKLFK DSSHDUV D FHUWLILFDWH VLJQHG E\ DQ
RPEXGVPDQLVHYLGHQFHWKDWWKHGHWHUPLQDWLRQZDVPDGHXQGHUWKHVFKHPH



6XFKDFHUWLILFDWHSXUSRUWLQJWREHVLJQHGE\DQRPEXGVPDQLVWREHWDNHQWR
KDYHEHHQGXO\VLJQHGXQOHVVWKHFRQWUDU\LVVKRZQ



1HLWKHUWKHFRPSODLQDQWQRUWKHUHVSRQGHQWLQUHODWLRQWRDFRPSODLQWPD\
LQVWLWXWH RU FRQWLQXH OHJDO SURFHHGLQJV LQ UHVSHFW RI DPDWWHU ZKLFK ZDV WKH
VXEMHFWRIDFRPSODLQWDIWHUWKHWLPHZKHQDGHWHUPLQDWLRQE\DQRPEXGVPDQ
RIWKHFRPSODLQWEHFRPHVELQGLQJDQGILQDOLQDFFRUGDQFHZLWKWKLVVHFWLRQ





(QIRUFHPHQWRIGLUHFWLRQVXQGHUVHFWLRQ



7KLVVHFWLRQDSSOLHVZKHUHu
D D GHWHUPLQDWLRQ LV PDGH LQ UHVSHFW RI D FRPSODLQW XQGHU WKH
RPEXGVPDQVFKHPH
E RQHRUPRUHGLUHFWLRQVDUHPDGHXQGHUVHFWLRQ  DQG
F WKHGHWHUPLQDWLRQLVILQDOE\YLUWXHRIVHFWLRQ  





$QDPRXQWSD\DEOHLQDFFRUGDQFHZLWKu
D DGLUHFWLRQXQGHUVXEVHFWLRQ  F RIVHFWLRQZKLFKUHTXLUHVWKDWWKH
ZKROH RU SDUW RI DQ\ DPRXQW DOUHDG\ SDLG E\ RU RQ EHKDOI RI WKH
FRPSODLQDQWLQUHVSHFWRIWKHIHHVEHUHIXQGHGRU
E DGLUHFWLRQXQGHUVXEVHFWLRQ  G RIWKDWVHFWLRQ
LQFOXGLQJ DQ\ LQWHUHVW SD\DEOH E\ YLUWXH RI VXEVHFWLRQ   RI WKDW VHFWLRQ LV
UHFRYHUDEOH LI D FRXUW VR RUGHUV DV LI LW ZHUH SD\DEOH XQGHU DQ RUGHU RI WKDW
FRXUW





,IWKHUHVSRQGHQWIDLOVWRFRPSO\ZLWKDQ\RWKHUGLUHFWLRQXQGHUVHFWLRQ  
WKHFRPSODLQDQWPD\PDNHDQDSSOLFDWLRQWRWKHFRXUWXQGHUWKLVVXEVHFWLRQ



,IRQDQDSSOLFDWLRQXQGHUVXEVHFWLRQ  WKHFRXUWGHFLGHVWKDWWKHUHVSRQGHQW
KDVIDLOHGWRFRPSO\ZLWKWKHGLUHFWLRQLQTXHVWLRQLWPD\RUGHUWKHUHVSRQGHQW
WRWDNHVXFKVWHSVDVWKHFRXUWGLUHFWVIRUVHFXULQJWKDWWKHGLUHFWLRQLVFRPSOLHG
ZLWK



,QWKLVVHFWLRQqFRXUWrPHDQVWKH+LJK&RXUWRUWKHFRXQW\FRXUW



5HSRUWLQJFRXUWRUGHUVPDGHDJDLQVWDXWKRULVHGSHUVRQV



:KHUHDFRXUWPDNHVDQRUGHUXQGHUVHFWLRQLWPXVWJLYHWKH2/&QRWLFH
WRWKDWHIIHFW



:KHUHWKHRUGHULVPDGHDJDLQVWDQDXWKRULVHGSHUVRQWKH2/&PXVWPDNH
DUUDQJHPHQWVWRHQVXUHWKDWDQRPEXGVPDQJLYHVWRHDFKUHOHYDQWDXWKRULVLQJ
ERG\LQUHODWLRQWRWKDWSHUVRQDUHSRUWZKLFKVWDWHVWKDWWKHRUGHUKDVEHHQ
PDGH





$ UHSRUW XQGHU VXEVHFWLRQ   PD\ UHTXLUH WKH UHOHYDQW DXWKRULVLQJ ERG\ WR
UHSRUWWRWKHRPEXGVPDQWKHDFWLRQZKLFKKDVEHHQRULVWREHWDNHQE\LWLQ
UHVSRQVH WR WKH UHSRUW XQGHU VXEVHFWLRQ   DQG WKH UHDVRQV IRU WKDW DFWLRQ
EHLQJWDNHQ
,I DQ RPEXGVPDQ KDYLQJ UHJDUG WR DQ\ UHSRUW SURGXFHG E\ WKH UHOHYDQW
DXWKRULVLQJERG\LQFRPSOLDQFHZLWKDUHTXLUHPHQWLPSRVHGXQGHUVXEVHFWLRQ
 RUDQ\IDLOXUHWRFRPSO\ZLWKVXFKDUHTXLUHPHQWFRQVLGHUVu

'UDIW%LOO













/HJDO6HUYLFHV%LOO
3DUWu/HJDO&RPSODLQWV

D

WKDWWKHUHKDVEHHQDVHULRXVIDLOXUHE\WKHUHOHYDQWDXWKRULVLQJERG\WR
GLVFKDUJHLWVUHJXODWRU\IXQFWLRQVRU
E LIVXFKDUHTXLUHPHQWKDVEHHQLPSRVHGRQWKHERG\RQPRUHWKDQRQH
RFFDVLRQ WKDW WKH UHOHYDQW DXWKRULVLQJ ERG\ KDV SHUVLVWHQWO\ IDLOHG
DGHTXDWHO\WRGLVFKDUJHLWVUHJXODWRU\IXQFWLRQV
WKHRPEXGVPDQPD\PDNHDUHSRUWWRWKDWHIIHFWWRWKH%RDUG



&RPSODLQWVSURFHGXUHVRIDXWKRULVHGSHUVRQV



&RPSODLQWVSURFHGXUHVRIDXWKRULVHGSHUVRQV
7KHUHJXODWRU\DUUDQJHPHQWVRIDQDSSURYHGUHJXODWRUPXVWPDNHSURYLVLRQ
UHTXLULQJHDFKUHOHYDQWDXWKRULVHGSHUVRQu
D WR HVWDEOLVK DQG PDLQWDLQ SURFHGXUHV IRU WKH UHVROXWLRQ RI UHOHYDQW
FRPSODLQWVRU
E WR SDUWLFLSDWH LQ VXFK SURFHGXUHV HVWDEOLVKHG DQG PDLQWDLQHG E\
DQRWKHUSHUVRQ
DQGSURYLVLRQIRUWKHHQIRUFHPHQWRIWKDWUHTXLUHPHQW



7KH SURYLVLRQ PDGH IRU WKH SXUSRVHV RI VXEVHFWLRQ   PXVW VDWLVI\ VXFK
UHTXLUHPHQWVDVWKH%RDUGPD\IURPWLPHWRWLPHVSHFLI\IRUWKHSXUSRVHVRI
WKDWVXEVHFWLRQ



,QWKLVVHFWLRQu
qUHOHYDQWDXWKRULVHGSHUVRQrLQUHODWLRQWRDQDSSURYHGUHJXODWRUPHDQV
D SHUVRQ LQ UHODWLRQ WR ZKRP WKH DSSURYHG UHJXODWRU LV D UHOHYDQW
DSSURYHGUHJXODWRU
qUHOHYDQWFRPSODLQWrLQUHODWLRQWRDUHOHYDQWDXWKRULVHGSHUVRQPHDQVD
FRPSODLQWZKLFKu
D UHODWHVWRDQDFWRURPLVVLRQRIWKDWSHUVRQDQG
E PD\EHPDGHXQGHUWKHRPEXGVPDQVFKHPH



7KH%RDUGPXVWSXEOLVKDQ\UHTXLUHPHQWVVSHFLILHGE\LWIRUWKHSXUSRVHVRI
VXEVHFWLRQ  



7KLVVHFWLRQDSSOLHVLQUHODWLRQWRWKHOLFHQVLQJUXOHVRIWKH%RDUGDVLWDSSOLHV
LQUHODWLRQWRWKHUHJXODWRU\DUUDQJHPHQWVRIDQDSSURYHGUHJXODWRUH[FHSWWKDW
VXEVHFWLRQ  KDVHIIHFWDVLIIRUWKHGHILQLWLRQRIqUHOHYDQWDXWKRULVHGSHUVRQr
WKHUHZHUHVXEVWLWXWHGu
qqUHOHYDQWDXWKRULVHGSHUVRQrLQUHODWLRQWRWKH%RDUGPHDQV D
SHUVRQOLFHQVHGE\WKH%RDUGXQGHU3DUWr
&RRSHUDWLRQZLWKLQYHVWLJDWLRQV
















'XWLHVWRFRRSHUDWHZLWKLQYHVWLJDWLRQVDQGVKDUHLQIRUPDWLRQ
7KHUHJXODWRU\DUUDQJHPHQWVRIDQDSSURYHGUHJXODWRUPXVWPDNHu
D SURYLVLRQ UHTXLULQJ HDFK UHOHYDQW DXWKRULVHG SHUVRQ WR JLYH
RPEXGVPHQDOOVXFKDVVLVWDQFHUHTXHVWHGE\WKHPLQFRQQHFWLRQZLWK
WKHLQYHVWLJDWLRQFRQVLGHUDWLRQRUGHWHUPLQDWLRQRIFRPSODLQWVXQGHU
WKHRPEXGVPDQVFKHPHDVWKDWSHUVRQLVUHDVRQDEO\DEOHWRJLYHDQG
E SURYLVLRQIRUWKHHQIRUFHPHQWRIWKDWUHTXLUHPHQW

'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu/HJDO&RPSODLQWV



7KH SURYLVLRQ PDGH IRU WKH SXUSRVHV RI VXEVHFWLRQ   PXVW VDWLVI\ VXFK
UHTXLUHPHQWVDVWKH%RDUGPD\IURPWLPHWRWLPHVSHFLI\IRUWKHSXUSRVHVRI
WKDWVXEVHFWLRQ



7KH UHJXODWRU\ DUUDQJHPHQWV RI DQ DSSURYHG UHJXODWRU PXVW DOVR LQFOXGH
SURYLVLRQ ZKLFK UHTXLUHV WKH DSSURYHG UHJXODWRU WR GLVFORVH WR WKH 2/& DQ
RPEXGVPDQRUDPHPEHURIVWDIIDSSRLQWHGXQGHUSDUDJUDSKRI6FKHGXOH
LQIRUPDWLRQRIVXFKGHVFULSWLRQVDVPD\EHVSHFLILHGLQWKHDUUDQJHPHQWVLQ
VXFKFLUFXPVWDQFHVDVPD\EHVRVSHFLILHG



7KH2/&PXVWPDNHUXOHVUHTXLULQJWKH2/&DQRPEXGVPDQRUDPHPEHURI
VWDIIDSSRLQWHGXQGHUSDUDJUDSKRI6FKHGXOHWRGLVFORVHWRDQDSSURYHG
UHJXODWRULQIRUPDWLRQRIVXFKGHVFULSWLRQVDVPD\EHVSHFLILHGLQWKHUXOHVLQ
VXFKFLUFXPVWDQFHVDVPD\EHVRVSHFLILHG



7KHSURYLVLRQPDGHIRUWKHSXUSRVHVRIVXEVHFWLRQ  DQGWKHUXOHVPDGHIRU
WKH SXUSRVHV RI VXEVHFWLRQ   PXVW VDWLVI\ VXFK UHTXLUHPHQWV DV WKH %RDUG
PD\IURPWLPHWRWLPHVSHFLI\IRUWKHSXUSRVHRIHQVXULQJWKDWGXSOLFDWLRQRI
LQYHVWLJDWLRQVLVDYRLGHGVRIDUDVSUDFWLFDEOH



7KH%RDUGPXVWSXEOLVKDQ\UHTXLUHPHQWVVSHFLILHGE\LWXQGHUVXEVHFWLRQ 
RU  



,Q WKLV VHFWLRQ qUHOHYDQW DXWKRULVHG SHUVRQr LQ UHODWLRQ WR DQ DSSURYHG
UHJXODWRUKDVWKHVDPHPHDQLQJDVLQVHFWLRQ



7KLVVHFWLRQDSSOLHVLQUHODWLRQWRWKHOLFHQVLQJUXOHVRIWKH%RDUGDVLWDSSOLHV
LQUHODWLRQWRWKHUHJXODWRU\DUUDQJHPHQWVRIDQDSSURYHGUHJXODWRUH[FHSWWKDW
VXEVHFWLRQ  KDVHIIHFWDVLILWUHDGu
q








,QWKLV VHFWLRQqUHOHYDQW DXWKRULVHGSHUVRQrLQUHODWLRQWR WKH%RDUG
PHDQVDSHUVRQOLFHQVHGE\WKH%RDUGXQGHU3DUWr











5HSRUWLQJIDLOXUHVWRFRRSHUDWHZLWKDQLQYHVWLJDWLRQWRDSSURYHGUHJXODWRUV
7KLVVHFWLRQDSSOLHVZKHUHDQRPEXGVPDQLVRIWKHRSLQLRQWKDWDQDXWKRULVHG
SHUVRQLQUHODWLRQWRDQDFWLYLW\ZKLFKLVDUHVHUYHGOHJDODFWLYLW\KDVIDLOHGWR
JLYH DQ RPEXGVPDQ DOO VXFK DVVLVWDQFH UHTXHVWHG E\ WKH RPEXGVPDQ LQ
FRQQHFWLRQ ZLWK WKH LQYHVWLJDWLRQ FRQVLGHUDWLRQ RU GHWHUPLQDWLRQ RI D
FRPSODLQWXQGHUWKHRPEXGVPDQVFKHPHDVWKDWSHUVRQLVUHDVRQDEO\DEOHWR
JLYH
7KHRPEXGVPDQPXVWJLYHWRHDFKUHOHYDQWDXWKRULVLQJERG\LQUHODWLRQWR
WKDWSHUVRQDUHSRUWZKLFKu
D VWDWHVWKDWWKHRPEXGVPDQLVRIWKDWRSLQLRQDQG
E JLYHVGHWDLOVRIWKHIDLOXUH
$ UHSRUW XQGHU VXEVHFWLRQ   PD\ UHTXLUH WKH UHOHYDQW DXWKRULVLQJ ERG\ WR
UHSRUWWRWKHRPEXGVPDQWKHDFWLRQZKLFKKDVEHHQRULVWREHWDNHQE\LWLQ
UHVSRQVH WR WKH UHSRUW XQGHU WKDW VXEVHFWLRQ DQG WKH UHDVRQV IRU WKDW DFWLRQ
EHLQJWDNHQ



7KH GXW\ LPSRVHG E\ VXEVHFWLRQ   LV QRW DIIHFWHG E\ WKH ZLWKGUDZDO RU
DEDQGRQPHQWRIWKHFRPSODLQW



,I DQ RPEXGVPDQ KDYLQJ UHJDUG WR DQ\ UHSRUW SURGXFHG E\ WKH UHOHYDQW
DXWKRULVLQJERG\LQFRPSOLDQFHZLWKDUHTXLUHPHQWLPSRVHGXQGHUVXEVHFWLRQ
 RUDQ\IDLOXUHWRFRPSO\ZLWKVXFKDUHTXLUHPHQWFRQVLGHUVu

'UDIW%LOO











/HJDO6HUYLFHV%LOO
3DUWu/HJDO&RPSODLQWV

D

WKDWWKHUHKDVEHHQDVHULRXVIDLOXUHE\WKHUHOHYDQWDXWKRULVLQJERG\WR
GLVFKDUJHLWVUHJXODWRU\IXQFWLRQVRU
E LIVXFKDUHTXLUHPHQWKDVEHHQLPSRVHGRQWKHERG\RQPRUHWKDQRQH
RFFDVLRQ WKDW WKH UHOHYDQW DXWKRULVLQJ ERG\ KDV SHUVLVWHQWO\ IDLOHG
DGHTXDWHO\WRGLVFKDUJHLWVUHJXODWRU\IXQFWLRQV
WKHRPEXGVPDQPD\PDNHDUHSRUWWRWKDWHIIHFWWRWKH%RDUG



,QIRUPDWLRQ


,QIRUPDWLRQDQGGRFXPHQWV



$Q RPEXGVPDQ PD\ E\ QRWLFH UHTXLUH D SDUW\ WR D FRPSODLQW XQGHU WKH
RPEXGVPDQVFKHPHu
D WR SURYLGH VSHFLILHG LQIRUPDWLRQ RU LQIRUPDWLRQ RI D VSHFLILHG
GHVFULSWLRQRU
E WR SURGXFH VSHFLILHG GRFXPHQWV RU GRFXPHQWV RI D VSHFLILHG
GHVFULSWLRQ



$QRWLFHXQGHUVXEVHFWLRQ  PD\UHTXLUHWKHLQIRUPDWLRQRUGRFXPHQWVWREH
SURYLGHGRUSURGXFHGu
D EHIRUHWKHHQGRIVXFKUHDVRQDEOHSHULRGDVPD\EHVSHFLILHGDQG
E LQWKHFDVHRILQIRUPDWLRQLQVXFKPDQQHURUIRUPDVPD\EHVSHFLILHG



7KLV VHFWLRQ DSSOLHV RQO\ WR LQIRUPDWLRQ DQG GRFXPHQWV WKH SURYLVLRQ RU
SURGXFWLRQ RI ZKLFK WKH RPEXGVPDQ FRQVLGHUV QHFHVVDU\ IRU WKH
GHWHUPLQDWLRQRIWKHFRPSODLQW



$QRPEXGVPDQPD\u
D WDNHFRSLHVRIRUH[WUDFWVIURPDGRFXPHQWSURGXFHGXQGHUWKLVVHFWLRQ
DQG
E UHTXLUHWKHSHUVRQSURGXFLQJWKHGRFXPHQWWRSURYLGHDQH[SODQDWLRQ
RILW











,IDSHUVRQZKRLVUHTXLUHGXQGHUWKLVVHFWLRQWRSURGXFHDGRFXPHQWIDLOVWR
GR VR DQ RPEXGVPDQ PD\ UHTXLUH WKDW SHUVRQ WR VWDWH WR WKH EHVW RI WKDW
SHUVRQpVNQRZOHGJHDQGEHOLHIZKHUHWKHGRFXPHQWLV



1RSHUVRQPD\EHUHTXLUHGXQGHUWKLVVHFWLRQu
D WRSURYLGHDQ\LQIRUPDWLRQZKLFKWKDWSHUVRQFRXOGQRWEHFRPSHOOHG
WRVXSSO\LQHYLGHQFHLQFLYLOSURFHHGLQJVEHIRUHWKH+LJK&RXUWRU
E WRSURGXFHDQ\GRFXPHQWZKLFKWKDWSHUVRQFRXOGQRWEHFRPSHOOHGWR
SURGXFHLQVXFKSURFHHGLQJV





,QWKLVVHFWLRQu
qSDUW\rLQUHODWLRQWRDFRPSODLQWPHDQVu
D WKHFRPSODLQDQW
E WKHUHVSRQGHQW
F DQ\RWKHUSHUVRQZKRLQDFFRUGDQFHZLWKWKHVFKHPHUXOHVLVWR
EHUHJDUGHGDVDSDUW\WRWKHFRPSODLQW
qVSHFLILHGrPHDQVVSHFLILHGLQWKHQRWLFHJLYHQXQGHUVXEVHFWLRQ  



'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu/HJDO&RPSODLQWV



5HSRUWLQJIDLOXUHVWRSURYLGHLQIRUPDWLRQRUSURGXFHGRFXPHQWV



7KLVVHFWLRQDSSOLHVZKHUHDQRPEXGVPDQLVRIWKHRSLQLRQWKDWDQDXWKRULVHG
SHUVRQLQUHODWLRQWRDQDFWLYLW\ZKLFKLVDUHVHUYHGOHJDODFWLYLW\KDVIDLOHGWR
FRPSO\ZLWKDUHTXLUHPHQWLPSRVHGXQGHUVHFWLRQ  



7KHRPEXGVPDQPXVWJLYHWRHDFKUHOHYDQWDXWKRULVLQJERG\LQUHODWLRQWR
WKDWSHUVRQDUHSRUWZKLFKu
D VWDWHVWKDWWKHRPEXGVPDQLVRIWKDWRSLQLRQ
E JLYHVGHWDLOVRIWKHIDLOXUHDQG
F UHTXLUHVWKHUHOHYDQWDXWKRULVLQJERG\WRUHSRUWWRWKHRPEXGVPDQWKH
DFWLRQZKLFKKDVEHHQRULVWREHWDNHQE\LWLQUHVSRQVHWRWKHUHSRUW
DQGWKHUHDVRQVIRUWKDWDFWLRQEHLQJWDNHQ



7KH GXW\ LPSRVHG E\ VXEVHFWLRQ   LV QRW DIIHFWHG E\ WKH ZLWKGUDZDO RU
DEDQGRQPHQW RI WKH FRPSODLQW LQ UHODWLRQ WR ZKLFK WKH UHTXLUHPHQW ZDV
LPSRVHGXQGHUVHFWLRQ  



,I DQ RPEXGVPDQ KDYLQJ UHJDUG WR DQ\ UHSRUW SURGXFHG E\ WKH UHOHYDQW
DXWKRULVLQJERG\LQFRPSOLDQFHZLWKDUHTXLUHPHQWLPSRVHGXQGHUVXEVHFWLRQ
 F RUDQ\IDLOXUHWRFRPSO\ZLWKVXFKDUHTXLUHPHQWFRQVLGHUVu
D WKDWWKHUHKDVEHHQDVHULRXVIDLOXUHE\WKHUHOHYDQWDXWKRULVLQJERG\WR
GLVFKDUJHLWVUHJXODWRU\IXQFWLRQVRU
E LIVXFKDUHTXLUHPHQWKDVEHHQLPSRVHGRQWKHERG\RQPRUHWKDQRQH
RFFDVLRQ WKDW WKH UHOHYDQW DXWKRULVLQJ ERG\ KDV SHUVLVWHQWO\ IDLOHG
DGHTXDWHO\WRGLVFKDUJHLWVUHJXODWRU\IXQFWLRQV
WKHRPEXGVPDQPD\PDNHDUHSRUWWRWKDWHIIHFWWRWKH%RDUG









(QIRUFHPHQWRIUHTXLUHPHQWVWRSURYLGHLQIRUPDWLRQRUSURGXFHGRFXPHQWV



7KLVVHFWLRQDSSOLHVZKHUHDQRPEXGVPDQLVRIWKHRSLQLRQWKDWDSHUVRQ qWKH
GHIDXOWHUr  KDV IDLOHG WR FRPSO\ ZLWK D UHTXLUHPHQW LPSRVHG XQGHU VHFWLRQ
  



7KH RPEXGVPDQ PD\ FHUWLI\ WKH GHIDXOWHUpV IDLOXUH WR FRPSO\ ZLWK WKH
UHTXLUHPHQWWRWKHFRXUW



:KHUHDQRPEXGVPDQFHUWLILHVDIDLOXUHWRWKHFRXUWXQGHUVXEVHFWLRQ  WKH
FRXUWPD\HQTXLUHLQWRWKHFDVH



,IWKHFRXUWLVVDWLVILHGWKDWWKHGHIDXOWHUKDVIDLOHGZLWKRXWUHDVRQDEOHH[FXVH
WRFRPSO\ZLWKWKHUHTXLUHPHQWLWPD\GHDOZLWKWKHGHIDXOWHUDQGu
D LQWKHFDVHRIDERG\FRUSRUDWHDQ\GLUHFWRURURWKHURIILFHU
E LQWKHFDVHRIDSDUWQHUVKLSDQ\SDUWQHUDQG
F LQWKHFDVHRIDQ\RWKHUXQLQFRUSRUDWHGERG\DQ\RIILFHURIWKHERG\RU
PHPEHURILWVJRYHUQLQJERG\
DVLIWKDWSHUVRQZHUHLQFRQWHPSW





,QDFDVHZKHUHWKHGHIDXOWHULVDQDXWKRULVHGSHUVRQWKHRPEXGVPDQ qWKH
HQIRUFLQJ RPEXGVPDQr  PD\ QRW FHUWLI\ WKH GHIDXOWHUpV IDLOXUH WR WKH FRXUW
XQWLODUHSRUWE\WKDWRUDQRWKHURPEXGVPDQKDVEHHQPDGHDVUHTXLUHGE\
VHFWLRQ  DQGWKHHQIRUFLQJRPEXGVPDQLVVDWLVILHGu
D WKDWHDFKUHOHYDQWDXWKRULVLQJERG\WRZKRPVXFKDUHSRUWZDVPDGH
KDVEHHQJLYHQDUHDVRQDEOHRSSRUWXQLW\WRWDNHDFWLRQLQUHVSHFWRIWKH
GHIDXOWHUpVIDLOXUHDQG

'UDIW%LOO













/HJDO6HUYLFHV%LOO
3DUWu/HJDO&RPSODLQWV

E




WKDWWKHGHIDXOWHUKDVFRQWLQXHGWRIDLOWRSURYLGHWKHLQIRUPDWLRQRU
SURGXFH WKH GRFXPHQWV WR ZKLFK WKH UHTXLUHPHQW XQGHU VHFWLRQ 
UHODWHG

,QWKLVVHFWLRQqFRXUWrPHDQVWKH+LJK&RXUW
5HSRUWVRILQYHVWLJDWLRQV





7KH 2/& PD\ LI LW FRQVLGHUV LW DSSURSULDWH WR GR VR LQ DQ\ SDUWLFXODU FDVH
SXEOLVK D UHSRUW RI WKH LQYHVWLJDWLRQ FRQVLGHUDWLRQ DQG GHWHUPLQDWLRQ RI D
FRPSODLQWPDGHXQGHUWKHRPEXGVPDQVFKHPH



$UHSRUWXQGHUVXEVHFWLRQ  PXVWQRW XQOHVVWKHFRPSODLQDQWFRQVHQWV u
D PHQWLRQWKHQDPHRIWKHFRPSODLQDQWRU
E LQFOXGHDQ\SDUWLFXODUVZKLFKLQWKHRSLQLRQRIWKH2/&DUHOLNHO\WR
LGHQWLI\WKHFRPSODLQDQW



5HVWULFWHGLQIRUPDWLRQ



([FHSW DV SURYLGHG E\ VHFWLRQ  UHVWULFWHG LQIRUPDWLRQ PXVW QRW EH
GLVFORVHGu
D E\DUHVWULFWHGSHUVRQRU
E E\DQ\SHUVRQZKRUHFHLYHVWKHLQIRUPDWLRQGLUHFWO\RULQGLUHFWO\IURP
DUHVWULFWHGSHUVRQ



,QWKLVVHFWLRQDQGVHFWLRQu
qUHVWULFWHG LQIRUPDWLRQr PHDQV LQIRUPDWLRQ RWKHU WKDQ H[FOXGHG
LQIRUPDWLRQ ZKLFKLVREWDLQHGE\DUHVWULFWHGSHUVRQLQWKHFRXUVHRI
RUIRUWKHSXUSRVHVRIDQLQYHVWLJDWLRQLQWRDFRPSODLQWPDGHXQGHU
WKH RPEXGVPDQ VFKHPH LQFOXGLQJ LQIRUPDWLRQ REWDLQHG IRU WKH
SXUSRVHV RI GHFLGLQJ ZKHWKHU WR EHJLQ VXFK DQ LQYHVWLJDWLRQ RU LQ
FRQQHFWLRQZLWKWKHVHWWOHPHQWRIDFRPSODLQW 
qUHVWULFWHGSHUVRQrPHDQVu
D WKH2/&
E DQRPEXGVPDQRU
F DPHPEHURIWKH2/&pVVWDIIDSSRLQWHGXQGHUSDUDJUDSKRI
6FKHGXOH







)RUWKHSXUSRVHVRIVXEVHFWLRQ  qH[FOXGHGLQIRUPDWLRQrPHDQVu
D LQIRUPDWLRQ ZKLFK LV LQ WKH IRUP RI D VXPPDU\ RU FROOHFWLRQ RI
LQIRUPDWLRQ VR IUDPHG DV QRW WR HQDEOH LQIRUPDWLRQ UHODWLQJ WR DQ\
SDUWLFXODUSHUVRQWREHDVFHUWDLQHGIURPLW
E LQIRUPDWLRQZKLFKDWWKHWLPHRIWKHGLVFORVXUHLVRUKDVDOUHDG\EHHQ
PDGHDYDLODEOHWRWKHSXEOLFIURPRWKHUVRXUFHV
F LQIRUPDWLRQZKLFKZDVREWDLQHGPRUHWKDQ\HDUVEHIRUHWKHGDWHRI
WKHGLVFORVXUH











'LVFORVXUHRIUHVWULFWHGLQIRUPDWLRQ



$UHVWULFWHGSHUVRQPD\GLVFORVHUHVWULFWHGLQIRUPDWLRQWRDQRWKHUUHVWULFWHG
SHUVRQ



5HVWULFWHGLQIRUPDWLRQPD\EHGLVFORVHGIRUWKHSXUSRVHVRIWKHLQYHVWLJDWLRQ
LQWKHFRXUVHRIZKLFKRUIRUWKHSXUSRVHVRIZKLFKLWZDVREWDLQHG

'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu/HJDO&RPSODLQWV





6HFWLRQDOVRGRHVQRWSUHFOXGHWKHGLVFORVXUHRIUHVWULFWHGLQIRUPDWLRQu
D LQDUHSRUWPDGHXQGHUu
L VHFWLRQ    UHSRUW RI IDLOXUH WR FRRSHUDWH ZLWK
LQYHVWLJDWLRQ 
LL VHFWLRQ  UHSRUWLQJ IDLOXUHV WR SURYLGH LQIRUPDWLRQ RU
SURGXFHGRFXPHQWV 
LLL VHFWLRQ    UHSRUW RI SRVVLEOH PLVFRQGXFW WR DSSURYHG
UHJXODWRUV 
E IRUWKHSXUSRVHVRIHQDEOLQJRUDVVLVWLQJWKH%RDUGWRH[HUFLVHDQ\RILWV
IXQFWLRQV
F WRDQDSSURYHGUHJXODWRUIRUWKHSXUSRVHVRIHQDEOLQJRUDVVLVWLQJWKH
DSSURYHGUHJXODWRUWRH[HUFLVHDQ\RILWVUHJXODWRU\IXQFWLRQV
G ZLWKWKHFRQVHQWRIWKHSHUVRQWRZKRPLWUHODWHVDQG LIGLIIHUHQW WKH
SHUVRQIURPZKRPWKHUHVWULFWHGSHUVRQREWDLQHGLW
H IRUWKHSXUSRVHVRIDQLQTXLU\ZLWKDYLHZWRWKHWDNLQJRIDQ\FULPLQDO
SURFHHGLQJVRUIRUWKHSXUSRVHVRIDQ\VXFKSURFHHGLQJVRU
I ZKHUHWKHGLVFORVXUHLVUHTXLUHGE\RUE\YLUWXHRIDQ\SURYLVLRQPDGH
E\RUXQGHUWKLV$FWRUE\DQ\RWKHUHQDFWPHQWRURWKHUUXOHRIODZ







'DWDSURWHFWLRQ
,QVHFWLRQRIWKH'DWD3URWHFWLRQ$FW F   UHJXODWRU\DFWLYLW\ DIWHU
VXEVHFWLRQ  LQVHUWu
q

3HUVRQDOGDWDSURFHVVHGIRUWKHSXUSRVHVRIWKHIXQFWLRQRIFRQVLGHULQJ
D FRPSODLQW XQGHU WKH VFKHPH HVWDEOLVKHG XQGHU 3DUW  RI WKH /HJDO
6HUYLFHV $FW  OHJDO FRPSODLQWV  DUH H[HPSW IURP WKH VXEMHFW
LQIRUPDWLRQ SURYLVLRQV LQ DQ\ FDVH WR WKH H[WHQW WR ZKLFK WKH
DSSOLFDWLRQRIWKRVHSURYLVLRQVWRWKHGDWDZRXOGEHOLNHO\WRSUHMXGLFH
WKHSURSHUGLVFKDUJHRIWKHIXQFWLRQr





5HSRUWLQJPLVFRQGXFW



5HSRUWLQJSRVVLEOHPLVFRQGXFWWRDSSURYHGUHJXODWRUV
7KLVVHFWLRQDSSOLHVZKHUHu
D DQ RPEXGVPDQ LV GHDOLQJ RU KDV GHDOW ZLWK D FRPSODLQW XQGHU WKH
RPEXGVPDQVFKHPHDQG
E WKHRPEXGVPDQLVRIWKHRSLQLRQWKDWWKHFRQGXFWRIWKHUHVSRQGHQWRU
DQ\ RWKHU SHUVRQ LQ UHODWLRQ WR DQ\ PDWWHU FRQQHFWHG ZLWK WKH
FRPSODLQWLVVXFKWKDWDUHOHYDQW DXWKRULVLQJERG\LQUHODWLRQWRWKDW
SHUVRQVKRXOGFRQVLGHUZKHWKHUWRWDNHDFWLRQDJDLQVWWKDWSHUVRQ



7KHRPEXGVPDQPXVWJLYHWKHUHOHYDQWDXWKRULVLQJERG\DUHSRUWZKLFKu
D VWDWHVWKDWWKHRPEXGVPDQLVRIWKDWRSLQLRQDQG
E JLYHVGHWDLOVRIWKDWFRQGXFW



$ UHSRUW XQGHU VXEVHFWLRQ   PD\ UHTXLUH WKH UHOHYDQW DXWKRULVLQJ ERG\ WR
UHSRUWWRWKHRPEXGVPDQWKHDFWLRQZKLFKKDVEHHQRULVWREHWDNHQE\LWLQ
UHVSRQVHWRWKHUHSRUWDQGWKHUHDVRQVIRUWKDWDFWLRQEHLQJWDNHQ



7KH GXW\ LPSRVHG E\ VXEVHFWLRQ   LV QRW DIIHFWHG E\ WKH ZLWKGUDZDO RU
DEDQGRQPHQWRIWKHFRPSODLQW

'UDIW%LOO









/HJDO6HUYLFHV%LOO
3DUWu/HJDO&RPSODLQWV



,I DQ RPEXGVPDQ KDYLQJ UHJDUG WR DQ\ UHSRUW SURGXFHG E\ WKH UHOHYDQW
DXWKRULVLQJERG\LQFRPSOLDQFHZLWKDUHTXLUHPHQWLPSRVHGXQGHUVXEVHFWLRQ
 RUDQ\IDLOXUHWRFRPSO\ZLWKVXFKDUHTXLUHPHQWFRQVLGHUVu
D WKDWWKHUHKDVEHHQDVHULRXVIDLOXUHE\WKHUHOHYDQWDXWKRULVLQJERG\WR
GLVFKDUJHLWVUHJXODWRU\IXQFWLRQVRU
E LIVXFKDUHTXLUHPHQWKDVEHHQLPSRVHGRQWKHERG\RQPRUHWKDQRQH
RFFDVLRQ WKDW WKH UHOHYDQW DXWKRULVLQJ ERG\ KDV SHUVLVWHQWO\ IDLOHG
DGHTXDWHO\WRGLVFKDUJHLWVUHJXODWRU\IXQFWLRQV
WKHRPEXGVPDQPD\PDNHDUHSRUWWRWKDWHIIHFWWRWKH%RDUG
'HIDPDWLRQ







3URWHFWLRQIURPGHIDPDWLRQFODLPV
)RUWKHSXUSRVHVRIWKHODZRIGHIDPDWLRQu
D SURFHHGLQJVLQUHODWLRQWRDFRPSODLQWXQGHUWKHRPEXGVPDQVFKHPH
DUHWREHWUHDWHGDVLIWKH\ZHUHSURFHHGLQJVEHIRUHDFRXUWDQG
E WKHSXEOLFDWLRQRIDQ\PDWWHUE\WKH2/&XQGHUWKLV3DUWLVDEVROXWHO\
SULYLOHJHG



(IIHFWRQH[LVWLQJDUUDQJHPHQWVIRUUHGUHVVHWF


$SSURYHGUHJXODWRUVQRWWRPDNHSURYLVLRQIRUUHGUHVV



7KHUHJXODWRU\DUUDQJHPHQWVRIDQDSSURYHGUHJXODWRUPXVWQRWLQFOXGHDQ\
SURYLVLRQUHODWLQJWRUHGUHVV



,IDWWKHWLPHWKLVVHFWLRQFRPHVLQWRIRUFHWKHUHJXODWRU\DUUDQJHPHQWVRIDQ
DSSURYHG UHJXODWRU FRQWUDYHQH VXEVHFWLRQ   DQ\ SURYLVLRQ UHODWLQJ WR
UHGUHVVLQFOXGHGLQWKRVHUHJXODWRU\DUUDQJHPHQWVFHDVHVWRKDYHHIIHFWDWWKDW
WLPHVXEMHFWWRVXEVHFWLRQ  



$QRUGHUXQGHUVHFWLRQZKLFKDSSRLQWVDGD\IRUWKHFRPLQJLQWRIRUFHRI
VXEVHFWLRQ  PD\LQFOXGHWUDQVLWLRQDOSURYLVLRQLQUHVSHFWRIDQ\SURFHHGLQJV
ZKLFK LPPHGLDWHO\ EHIRUH WKDW GD\ DUH DZDLWLQJ GHWHUPLQDWLRQ XQGHU DQ\
SURYLVLRQUHODWLQJWRUHGUHVVPDGHE\DQDSSURYHGUHJXODWRU
7KLVVXEVHFWLRQLVZLWKRXWSUHMXGLFHWRDQ\RWKHUWUDQVLWLRQDOSURYLVLRQZKLFK
PD\EHPDGHE\RUXQGHUWKLV$FW



)RU WKH SXUSRVHV RI WKLV VHFWLRQ qSURYLVLRQ UHODWLQJ WR UHGUHVVr PHDQV DQ\
SURYLVLRQ ZKHWKHULWLVVWDWXWRU\RUQRQVWDWXWRU\ IRUUHGUHVVLQUHVSHFWRIDFWV
RU RPLVVLRQV RI DXWKRULVHG SHUVRQV DQG DQ\ SURYLVLRQ FRQQHFWHG ZLWK VXFK
SURYLVLRQ



1RWKLQJ LQ WKLV VHFWLRQ DIIHFWV WKH UHTXLUHPHQWV LPSRVHG E\ VHFWLRQ 
FRPSODLQWVSURFHGXUHVRIDXWKRULVHGSHUVRQV 











/HJDO6HUYLFHV&RPSODLQWV&RPPLVVLRQHUDQG/HJDO6HUYLFHV2PEXGVPDQ



7KH RIILFHV RI /HJDO 6HUYLFHV &RPSODLQWV &RPPLVVLRQHU DQG /HJDO 6HUYLFHV
2PEXGVPDQDUHDEROLVKHG



$FFRUGLQJO\u



'UDIW%LOO



/HJDO6HUYLFHV%LOO
3DUWu/HJDO&RPSODLQWV

D

VHFWLRQVDQGRIDQG6FKHGXOHWRWKH$FFHVVWR-XVWLFH$FW
F  DQG
E VHFWLRQVWRRIDQG6FKHGXOHWRWKH&RXUWVDQG/HJDO6HUYLFHV
$FW F  
DUHUHSHDOHG



,QWHUSUHWDWLRQ


,QWHUSUHWDWLRQRI3DUW
,QWKLV3DUWu
qFRPSODLQDQWrLQUHODWLRQWRDFRPSODLQWPHDQVWKHSHUVRQZKRPDNHV
WKHFRPSODLQW
qUHOHYDQWDXWKRULVLQJERG\rLQUHODWLRQWRDSHUVRQPHDQVu
D DQ DSSURYHG UHJXODWRU E\ ZKLFK WKH SHUVRQ LV DXWKRULVHG WR
FDUU\RQDQDFWLYLW\ZKLFKLVDUHVHUYHGOHJDODFWLYLW\RU
E ZKHUHWKHSHUVRQLVDXWKRULVHGWRFDUU\RQVXFKDQDFWLYLW\E\
WKH%RDUGLQLWVFDSDFLW\DVDOLFHQVLQJDXWKRULW\WKH%RDUG
qUHVSRQGHQWrLQUHODWLRQWRDFRPSODLQWLVWREHFRQVWUXHGLQDFFRUGDQFH
ZLWKVHFWLRQ H[FHSWWKDWZKHUHVFKHPHUXOHVRIWKHNLQGPHQWLRQHG
LQVHFWLRQ  K KDYHHIIHFWUHIHUHQFHVWRWKHqUHVSRQGHQWrLQFOXGHD
SHUVRQWUHDWHGDVDFRUHVSRQGHQWXQGHUWKRVHUXOHV 
3$57







),1$1&,$/3529,6,216
3D\PHQWVE\6HFUHWDU\RI6WDWH





)XQGLQJ
7KH6HFUHWDU\RI6WDWHPD\u
D SD\WRWKH%RDUGVXFKVXPVDVWKH6HFUHWDU\RI6WDWHPD\GHWHUPLQHDV
DSSURSULDWHIRUWKHSXUSRVHRIPHHWLQJWKHH[SHQGLWXUHRIWKH%RDUG
LQFXUUHG XQGHU RU IRU WKH SXUSRVHV RI WKLV $FW LQFOXGLQJ DQ\
H[SHQGLWXUHLQFXUUHGE\LWLQLWVFDSDFLW\DVDQDSSURYHGUHJXODWRURU
LWVFDSDFLW\DVDOLFHQVLQJDXWKRULW\ DQG
E SD\WRWKH2/&VXFKVXPVDVWKH6HFUHWDU\RI6WDWHPD\GHWHUPLQHDV
DSSURSULDWH IRU WKH SXUSRVHV RI PHHWLQJ WKH H[SHQGLWXUH RI WKH 2/&
LQFXUUHGXQGHURUIRUWKHSXUSRVHVRIWKLV$FW
7KH6HFUHWDU\RI6WDWHPD\u
D GHWHUPLQH WKH PDQQHU LQ ZKLFK DQG WLPHV DW ZKLFK WKH VXPV
PHQWLRQHGLQVXEVHFWLRQ  DUHWREHSDLGDQG
E LPSRVHFRQGLWLRQVRQWKHSD\PHQWRIWKRVHVXPV







7KHOHY\



7KHOHY\
7KH%RDUGPXVWPDNHUXOHVSURYLGLQJIRUDOHY\RQDSSURYHGUHJXODWRUVIRUWKH
SXUSRVHRIUDLVLQJDQDPRXQWFRUUHVSRQGLQJWRWKHDJJUHJDWHRIu

'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu)LQDQFLDOSURYLVLRQV

D
E

WKHOHYLDEOH%RDUGH[SHQGLWXUHDQG
WKHOHYLDEOH2/&H[SHQGLWXUH



7KH%RDUGPD\QRWPDNHUXOHVXQGHUWKLVVHFWLRQH[FHSWZLWKWKHFRQVHQWRIWKH
6HFUHWDU\RI6WDWH



7KHqOHYLDEOH%RDUGH[SHQGLWXUHrPHDQVWKHGLIIHUHQFHEHWZHHQu
D WKHH[SHQGLWXUHRIWKH%RDUGLQFXUUHGXQGHURUIRUWKHSXUSRVHVRIWKLV
$FW LQFOXGLQJ DQ\ H[SHQGLWXUH LQFXUUHG E\ LW LQ LWV FDSDFLW\ DV DQ
DSSURYHGUHJXODWRURULWVFDSDFLW\DVDOLFHQVLQJDXWKRULW\ DQG
E WKH DJJUHJDWH RI WKH DPRXQWV ZKLFK WKH %RDUG SD\V LQWR WKH
&RQVROLGDWHG)XQGXQGHUVHFWLRQ  D  F WR H DQG M WR O 



7KHqOHYLDEOH2/&H[SHQGLWXUHrPHDQVWKHGLIIHUHQFHEHWZHHQu
D WKHH[SHQGLWXUHRIWKH2/&LQFXUUHGXQGHURUIRUWKHSXUSRVHVRIWKLV
$FWDQG
E WKH DJJUHJDWH RI WKH DPRXQWV ZKLFK WKH 2/& SD\V LQWR WKH
&RQVROLGDWHG)XQGXQGHUVHFWLRQ  J  K RU P 











,QVXEVHFWLRQ  WKHUHIHUHQFHWRqDSSURYHGUHJXODWRUVrGRHVQRWLQFOXGHWKH
%RDUGZKHUHLWLVGHVLJQDWHGDVDQDSSURYHGUHJXODWRUXQGHUVHFWLRQ
7KHOHY\VXSSOHPHQWDU\SURYLVLRQV



,QWKLVVHFWLRQu
qWKHOHY\rPHDQVWKHOHY\SD\DEOHE\YLUWXHRIVHFWLRQ
qWKHOHY\UXOHVrPHDQVWKHUXOHVPDGHLQDFFRUGDQFHZLWKWKDWVHFWLRQ



7KHOHY\LVWREHSD\DEOHDWVXFKUDWHDQGDWVXFKWLPHVDVPD\EHVSHFLILHGLQ
WKHOHY\UXOHV



7KHSURYLVLRQPDGHLQWKHOHY\UXOHVIRUGHWHUPLQLQJWKHDPRXQWRIWKHOHY\
SD\DEOHLQUHVSHFWRIDSDUWLFXODUSHULRGu
D PD\ UHTXLUH DFFRXQW WR EH WDNHQ RI HVWLPDWHG DV ZHOO DV DFWXDO
H[SHQGLWXUHDQGUHFHLSWVDQG
E PXVWUHTXLUHWKH%RDUGWRREWDLQWKH6HFUHWDU\RI6WDWHpVDJUHHPHQWWR
WKHDPRXQWSD\DEOHLQUHVSHFWRIDSDUWLFXODUSHULRG



7KH OHY\ UXOHV PD\ SURYLGH IRU GLIIHUHQW SDUWV RI WKH OHY\ WR EH SD\DEOH DW
GLIIHUHQWUDWHV



$Q\DPRXQWZKLFKLVRZHGWRWKH%RDUGLQDFFRUGDQFHZLWKWKHOHY\UXOHVPD\
EHUHFRYHUHGDVDGHEWGXHWRWKH%RDUG



7KHOHY\UXOHVPXVWUHTXLUHWKH%RDUGu
D WRFDOFXODWHWKHDPRXQWRIWKHOHY\SD\DEOHE\HDFKDSSURYHGUHJXODWRU
E WRQRWLI\HDFKDSSURYHGUHJXODWRURILWVOLDELOLW\WRSD\DQDPRXQWRI
OHY\DQGWKHWLPHRUWLPHVDWZKLFKLWEHFRPHVSD\DEOH



:LWKRXWSUHMXGLFHWRWKLVVHFWLRQWKHOHY\UXOHVPD\u
D PDNHSURYLVLRQDERXWWKHFROOHFWLRQDQGUHFRYHU\RIWKHOHY\
E PDNHSURYLVLRQDERXWWKHFLUFXPVWDQFHVLQZKLFKDQ\DPRXQWRIWKH
OHY\SD\DEOHPD\EHZDLYHG
F SURYLGHWKDWLIWKHZKROHRUDQ\SDUWRIDQDPRXQWRIWKHOHY\SD\DEOH
XQGHUWKHOHY\UXOHVLVQRWSDLGE\WKHWLPHZKHQLWLVUHTXLUHGWREH

'UDIW%LOO













/HJDO6HUYLFHV%LOO
3DUWu)LQDQFLDOSURYLVLRQV

SDLG XQGHU WKH UXOHV WKH XQSDLG EDODQFH IURP WLPH WR WLPH FDUULHV
LQWHUHVWDWWKHUDWHGHWHUPLQHGE\RULQDFFRUGDQFHZLWKWKHOHY\UXOHV
3D\PHQWVLQWRWKH&RQVROLGDWHG)XQG





$PRXQWVSD\DEOHLQWRWKH&RQVROLGDWHG)XQG
7KHIROORZLQJPXVWEHSDLGLQWRWKH&RQVROLGDWHG)XQGu
D DQ\DSSOLFDWLRQIHHUHFHLYHGE\WKH%RDUG
E DQ\ VXPV UHFHLYHG E\ WKH %RDUG XQGHU VHFWLRQV  WR  ILQDQFLDO
SHQDOWLHVDQGLQWHUHVW 
F DPRXQWV SDLG WR WKH %RDUG XQGHU VHFWLRQ    RU    FKDUJHV IRU
SURYLGLQJGUDIWDQGILQDOSROLF\VWDWHPHQWV 
G DQ\VXPVUHFHLYHGE\WKH%RDUGLQLWVFDSDFLW\DVDQDSSURYHGUHJXODWRU
E\YLUWXHRIUXOHVZLWKLQVHFWLRQ  F  SUDFWLVLQJIHHVHWF 
H DQ\VXPVUHFHLYHGE\WKH%RDUGLQLWVFDSDFLW\DVDOLFHQVLQJDXWKRULW\
E\YLUWXHRILWVOLFHQVLQJUXOHVZLWKLQSDUDJUDSKRURI6FKHGXOH
RUE\YLUWXHRISDUDJUDSKRI6FKHGXOH
I DQ\VXPVUHFHLYHGE\WKH%RDUGLQLWVFDSDFLW\DVDOLFHQVLQJDXWKRULW\
XQGHUVHFWLRQVWR ILQDQFLDOSHQDOWLHVDQGLQWHUHVW 
J DQ\FKDUJHUHFHLYHGE\WKH2/&E\YLUWXHRIUXOHVXQGHUVHFWLRQ
FKDUJHVSD\DEOHE\UHVSRQGHQWV WRJHWKHUZLWKDQ\LQWHUHVWSD\DEOHLQ
DFFRUGDQFHZLWKWKRVHUXOHV
K DQ\ DPRXQW SD\DEOH WR WKH 2/& LQ DFFRUGDQFH ZLWK VFKHPH UXOHV
ZLWKLQ VXEVHFWLRQ  Q  RI VHFWLRQ  FRVWV RI 2/& SD\DEOH E\ WKH
FRPSODLQDQW RU WKH UHVSRQGHQW LQ UHODWLRQ WR D FRPSODLQW  WRJHWKHU
ZLWKDQ\LQWHUHVWSD\DEOHRQVXFKDQDPRXQWXQGHUVXEVHFWLRQ  RI
WKDWVHFWLRQ
L DQ\VXPUHFHLYHGE\WKH%RDUGLQDFFRUGDQFHZLWKUXOHVXQGHUVHFWLRQ
 WKHOHY\ 
M DPRXQWV SDLG WR WKH %RDUG XQGHU VHFWLRQ   F  FKDUJHV IRU
SURYLGLQJFRSLHVRIJXLGDQFH 
N DQ\DPRXQWSD\DEOHWRWKH%RDUGXQGHUDUUDQJHPHQWVHQWHUHGXQGHU
VHFWLRQ YROXQWDU\DUUDQJHPHQWV 
O DPRXQWVSDLGWRWKH%RDUGXQGHUVXEVHFWLRQ  RIVHFWLRQ FKDUJHV
IRUSURYLGLQJFRSLHVRIUXOHVDQGGUDIWUXOHV 
P DPRXQWVSDLGWRWKH2/&XQGHUWKDWVXEVHFWLRQ
,QWKLVVHFWLRQqDSSOLFDWLRQIHHrPHDQVDIHHZLWKLQu
D SDUDJUDSK   G  RI 6FKHGXOH  DSSOLFDWLRQ IHHV LQ UHVSHFW RI
GHVLJQDWLRQDVDSSURYHGUHJXODWRU 
E VHFWLRQ   E  DSSOLFDWLRQ IHHV LQ UHVSHFW RI FDQFHOODWLRQ RI
GHVLJQDWLRQDVDSSURYHGUHJXODWRU 
F SDUDJUDSK   G  RI 6FKHGXOH  DSSOLFDWLRQ IHHV LQ UHVSHFW RI
GHVLJQDWLRQDVOLFHQVLQJDXWKRULW\ 
G VHFWLRQ   E  DSSOLFDWLRQ IHHV LQ UHVSHFW RI FDQFHOODWLRQ RI
GHVLJQDWLRQDVOLFHQVLQJDXWKRULW\ 
H SDUDJUDSK   F  RI 6FKHGXOH  DSSOLFDWLRQ IHHV LQ UHVSHFW RI
GHVLJQDWLRQ DV TXDOLI\LQJ UHJXODWRU IRU WKH SXUSRVHV RI 3DUW  RI WKH
,PPLJUDWLRQDQG$V\OXP$FW F  

'UDIW%LOO





















/HJDO6HUYLFHV%LOO
3DUWu0LVFHOODQHRXVDQGJHQHUDOSURYLVLRQV

3$57
0,6&(//$1(286$1'*(1(5$/3529,6,216
*XLGDQFH



*XLGDQFH
7KH%RDUGPD\JLYHJXLGDQFHu
D DERXWWKHRSHUDWLRQRIWKLV$FWDQGRIDQ\RUGHUPDGHXQGHULW
E DERXWWKHRSHUDWLRQRIDQ\UXOHVPDGHE\WKH%RDUGXQGHUWKLV$FW
F DERXWDQ\PDWWHUUHODWLQJWRWKH%RDUGpVIXQFWLRQV
G IRUWKHSXUSRVHRIPHHWLQJWKHUHJXODWRU\REMHFWLYHV
H DERXWWKHFRQWHQWRIOLFHQVLQJUXOHV
I DERXW DQ\ RWKHU PDWWHUV DERXW ZKLFK LW DSSHDUV WR WKH %RDUG WR EH
GHVLUDEOHWRJLYHJXLGDQFH



*XLGDQFHXQGHUWKLVVHFWLRQPD\FRQVLVWRIVXFKLQIRUPDWLRQDQGDGYLFHDVWKH
%RDUGFRQVLGHUVDSSURSULDWH



7KH%RDUGPD\JLYHILQDQFLDORURWKHUDVVLVWDQFHWRSHUVRQVJLYLQJLQIRUPDWLRQ
RUDGYLFHRIDNLQGZKLFKWKH%RDUGFRXOGJLYHXQGHUWKLVVHFWLRQ



7KH%RDUGPD\u
D SXEOLVKLWVJXLGDQFH
E RIIHUFRSLHVRILWVSXEOLVKHGJXLGDQFHIRUVDOHDWDUHDVRQDEOHSULFHDQG
F LILWJLYHVJXLGDQFHLQUHVSRQVHWRDUHTXHVWPDGHE\DQ\SHUVRQPDNH
DUHDVRQDEOHFKDUJHIRUWKDWJXLGDQFH



:KHQ H[HUFLVLQJ LWV IXQFWLRQV WKH %RDUG PD\ KDYH UHJDUG WR WKH H[WHQW WR
ZKLFKDQDSSURYHGUHJXODWRUKDVFRPSOLHGZLWKDQ\JXLGDQFHLVVXHGXQGHU
WKLVVHFWLRQZKLFKLVDSSOLFDEOHWRWKHDSSURYHGUHJXODWRU



:KHQH[HUFLVLQJLWVIXQFWLRQVu
D LQ LWV FDSDFLW\ DV DQ DSSURYHG UHJXODWRU E\ YLUWXH RI DQ RUGHU XQGHU
VHFWLRQ  D RU
E LQLWVFDSDFLW\DVDOLFHQVLQJDXWKRULW\XQGHU3DUW
WKH%RDUGPXVWKDYHUHJDUGWRDQ\JXLGDQFHLWKDVLVVXHGXQGHUWKLVVHFWLRQ
9ROXQWDU\DUUDQJHPHQWV


















9ROXQWDU\DUUDQJHPHQWV
7KH %RDUG PD\ HQWHU LQWR DUUDQJHPHQWV ZLWK DQ\ SHUVRQ XQGHU ZKLFK WKH
%RDUG LV WR SURYLGH DVVLVWDQFH IRU WKH SXUSRVH RI LPSURYLQJ VWDQGDUGV RI
VHUYLFHDQGSURPRWLQJEHVWSUDFWLFHLQFRQQHFWLRQZLWKWKHFDUU\LQJRQRIDQ\
OHJDODFWLYLW\
7KHVHDUUDQJHPHQWVPD\ DPRQJRWKHUWKLQJV SURYLGHIRUWKH%RDUGWRJLYH
DGYLFHRQu
D WKHEHVWUHJXODWRU\SUDFWLFHRU
E WKHFRQWHQWVRIFRGHVRISUDFWLFHRURWKHUYROXQWDU\DUUDQJHPHQWV

'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu0LVFHOODQHRXVDQGJHQHUDOSURYLVLRQV



$UUDQJHPHQWV XQGHU WKLV VHFWLRQ PD\ LQFOXGH SURYLVLRQ DV WR WKH WHUPV RQ
ZKLFK DVVLVWDQFH LV WR EH SURYLGHG E\ WKH %RDUG LQFOXGLQJ SURYLVLRQ DV WR
SD\PHQW 



:KHUHWKH%RDUGHQWHUVLQWRDUUDQJHPHQWVXQGHUWKLVVHFWLRQLWPXVWSXEOLVK
DVWDWHPHQWJLYLQJGHWDLOVRIWKHDUUDQJHPHQWVDQGH[SODLQLQJZKDWWKH\DUH
LQWHQGHGWRDFKLHYH



6ROLFLWRUV'LVFLSOLQDU\7ULEXQDO


7KH6ROLFLWRUV'LVFLSOLQDU\7ULEXQDO



,IWKH6ROLFLWRUV'LVFLSOLQDU\7ULEXQDO qWKH7ULEXQDOr PDNHVDQDOWHUDWLRQRILWV
UXOHV XQGHU VHFWLRQ   E  RI WKH 6ROLFLWRUV $FW  F   qWKH WULEXQDO
UXOHVr  WKH DOWHUDWLRQ GRHV QRW KDYH HIIHFW XQOHVV LW LV DSSURYHG IRU WKH
SXUSRVHVRIWKLV$FW



$QDOWHUDWLRQLVDSSURYHGIRUWKHSXUSRVHVRIWKLV$FWLIu
D LWLVDSSURYHGE\WKH%RDUGXQGHU3DUWRI6FKHGXOH DOWHUDWLRQRI
DSSURYHGUHJXODWRUpVUHJXODWRU\DUUDQJHPHQWV 
E LWLVDQH[HPSWDOWHUDWLRQRU
F LWLVDQDOWHUDWLRQPDGHLQFRPSOLDQFHZLWKDGLUHFWLRQXQGHUVHFWLRQ
JLYHQE\YLUWXHRIVXEVHFWLRQ  EHORZ 



)RU WKH SXUSRVHV RI VXEVHFWLRQ  D  SDUDJUDSKV  WR  RI 6FKHGXOH 
SURFHGXUH IRU DSSURYDO RI DOWHUDWLRQV WR UHJXODWRU\ DUUDQJHPHQWV  DSSO\ LQ
UHODWLRQ WR DQ DSSOLFDWLRQ E\ WKH 7ULEXQDO IRU DSSURYDO RI DQ DOWHUDWLRQ RU
DOWHUDWLRQVRIWKHWULEXQDOUXOHVDVWKH\DSSO\LQUHODWLRQWRDQDSSOLFDWLRQE\DQ
DSSURYHGUHJXODWRUIRUDSSURYDORIDQDOWHUDWLRQRUDOWHUDWLRQVRILWVUHJXODWRU\
DUUDQJHPHQWVEXWDVLIu
D SDUDJUDSKRIWKDW6FKHGXOHDSSOLHGLQUHODWLRQWRWKH/DZ6RFLHW\DV
ZHOODVWKH7ULEXQDO
E LQSDUDJUDSK   JURXQGVIRUUHIXVDORIDSSOLFDWLRQ SDUDJUDSKV F
DQG G ZHUHRPLWWHGDQG
F LQSDUDJUDSK  WKHUHIHUHQFHWRVHFWLRQZHUHDUHIHUHQFHWRWKDW
VHFWLRQDVDSSOLHG ZLWKPRGLILFDWLRQV E\WKLVVHFWLRQ



)RU WKH SXUSRVHV RI VXEVHFWLRQ  E  DQ H[HPSW DOWHUDWLRQ LV DQ DOWHUDWLRQ
ZKLFKWKH%RDUGKDVGLUHFWHGLVWREHWUHDWHGDVH[HPSWIRUWKHSXUSRVHVRIWKLV
VHFWLRQ



$ GLUHFWLRQ XQGHU VXEVHFWLRQ   PD\ EH VSHFLILF RU JHQHUDO DQG PXVW EH
SXEOLVKHGE\WKH%RDUG



6HFWLRQVWRDQG6FKHGXOH %RDUGpVSRZHUVWRJLYHGLUHFWLRQV DSSO\LQ
UHODWLRQWRWKH7ULEXQDODVWKH\DSSO\LQUHODWLRQWRDQDSSURYHGUHJXODWRUEXW
DVLIu
D LQVXEVHFWLRQ  RIVHFWLRQu
L LQ SDUDJUDSK D  IRU qLWV UHJXODWRU\ IXQFWLRQVr WKHUH ZHUH
VXEVWLWXWHGqLWVIXQFWLRQVrDQG
LL SDUDJUDSKV E DQG G ZHUHRPLWWHG
E LQVXEVHFWLRQ  E RIWKDWVHFWLRQIRUqUHJXODWRU\DUUDQJHPHQWVrWKHUH
ZHUH VXEVWLWXWHG qUXOHV XQGHU VHFWLRQ   E  RI WKH 6ROLFLWRUV $FW
r
F VHFWLRQ  ZHUHRPLWWHGDQG

'UDIW%LOO



















/HJDO6HUYLFHV%LOO
3DUWu0LVFHOODQHRXVDQGJHQHUDOSURYLVLRQV

G



SDUDJUDSKV  DQG  RI 6FKHGXOH  DSSOLHG LQ UHODWLRQ WR WKH /DZ
6RFLHW\ DV ZHOO DV WKH 7ULEXQDO ZKHUH LW LV SURSRVHG WR JLYH WKH
7ULEXQDODGLUHFWLRQXQGHUVHFWLRQ

6HFWLRQVDQG PRGLILFDWLRQRIIXQFWLRQVRIDSSURYHGUHJXODWRUV DSSO\LQ
UHODWLRQWRWKH7ULEXQDODVWKH\DSSO\LQUHODWLRQWRDQDSSURYHGUHJXODWRUEXW
DVLIu
D IRU VHFWLRQ    SXUSRVH IRU ZKLFK PRGLI\LQJ RUGHU PD\ EH PDGH
WKHUHZHUHVXEVWLWXWHGu
q

E


$Q RUGHU XQGHU VXEVHFWLRQ   PD\ EH PDGH RQO\ IRU WKH
SXUSRVH RI HQDEOLQJ WKH 7ULEXQDO WR FDUU\ RXW LWV UROH PRUH
HIIHFWLYHO\RUHIILFLHQWO\rDQG
VXEVHFWLRQV    DQG  RIWKDWVHFWLRQZHUHRPLWWHG



,Q WKLV VHFWLRQ UHIHUHQFHV WR DQ qDOWHUDWLRQr RI WKH WULEXQDO UXOHV LQFOXGH WKH
PDNLQJRIVXFKUXOHVDQGWKHPRGLILFDWLRQRIVXFKUXOHV
8VHRILQIRUPDWLRQ







8VHRILQIRUPDWLRQ
,QIRUPDWLRQ REWDLQHG E\ WKH %RDUG ZKHWKHU LQ LWV FDSDFLW\ DV DQ DSSURYHG
UHJXODWRURUOLFHQVLQJDXWKRULW\RURWKHUZLVH PD\EHXVHGE\WKH%RDUGIRUWKH
SXUSRVHVRIRUIRUDQ\SXUSRVHFRQQHFWHGZLWKRULQFLGHQWDOWRWKHH[HUFLVHRI
LWVIXQFWLRQV



5HSUHVHQWDWLYHIXQFWLRQV


7KH%RDUGQRWWRLQWHUIHUHZLWKDSSURYHGUHJXODWRUVpUHSUHVHQWDWLYHIXQFWLRQV



1RWKLQJLQWKLV$FWDXWKRULVHVWKH%RDUGWRH[HUFLVHLWVIXQFWLRQVLQUHODWLRQWR
DQ\UHSUHVHQWDWLYHIXQFWLRQRIDQDSSURYHGUHJXODWRU



%XWVXEVHFWLRQ  GRHVQRWSUHYHQWWKH%RDUGWDNLQJDFWLRQIRUWKHSXUSRVHRI
HQVXULQJWKDWDQDSSURYHGUHJXODWRUpVUHJXODWRU\IXQFWLRQVDUHQRWSUHMXGLFHG
E\LWVUHSUHVHQWDWLYHIXQFWLRQV



,QWKLVVHFWLRQqUHSUHVHQWDWLYHIXQFWLRQrLQUHODWLRQWRDQDSSURYHGUHJXODWRU
PHDQVDQ\IXQFWLRQWKHDSSURYHGUHJXODWRUKDVWRUHSUHVHQWRUSURPRWHWKH
LQWHUHVWVRISHUVRQVUHJXODWHGE\LW





/HJDOSURIHVVLRQDOSULYLOHJH





/HJDOSURIHVVLRQDOSULYLOHJH
7KLVVHFWLRQDSSOLHVWRDQ\FRPPXQLFDWLRQPDGHWRRUE\DQLQGLYLGXDO q3r
ZKRLVQRWDEDUULVWHURUVROLFLWRUDWDQ\WLPHZKHQ3LVSURYLGLQJDGYRFDF\
VHUYLFHVOLWLJDWLRQVHUYLFHVFRQYH\DQFLQJVHUYLFHVRUSUREDWHVHUYLFHVLQ3pV
FDSDFLW\DVDQDXWKRULVHGSHUVRQLQUHODWLRQWRDQDFWLYLW\
$Q\VXFKFRPPXQLFDWLRQLVLQDQ\OHJDOSURFHHGLQJVWREHSULYLOHJHGIURP
GLVFORVXUHLQOLNHPDQQHUDVLI3KDGDWDOOPDWHULDOWLPHVEHHQDFWLQJDV3pV
FOLHQWpVVROLFLWRU

'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu0LVFHOODQHRXVDQGJHQHUDOSURYLVLRQV



,QWKLVVHFWLRQu
qDGYRFDF\VHUYLFHVrPHDQVDQ\VHUYLFHVZKLFKLWZRXOGEHUHDVRQDEOHWR
H[SHFWDSHUVRQZKRLVH[HUFLVLQJRUFRQWHPSODWLQJH[HUFLVLQJDULJKW
RI DXGLHQFH LQ UHODWLRQ WR DQ\ SURFHHGLQJV RU FRQWHPSODWHG
SURFHHGLQJVWRSURYLGH
qOLWLJDWLRQVHUYLFHVrPHDQVDQ\VHUYLFHVZKLFKLWZRXOGEHUHDVRQDEOHWR
H[SHFWDSHUVRQZKRLVH[HUFLVLQJRUFRQWHPSODWLQJH[HUFLVLQJDULJKW
WR FRQGXFW OLWLJDWLRQ LQ UHODWLRQ WR DQ\ SURFHHGLQJV RU FRQWHPSODWHG
SURFHHGLQJVWRSURYLGH
qFRQYH\DQFLQJVHUYLFHVrPHDQVWKHSUHSDUDWLRQRIWUDQVIHUVFRQYH\DQFHV
FRQWUDFWVDQGRWKHUGRFXPHQWVLQFRQQHFWLRQZLWKDQGRWKHUVHUYLFHV
DQFLOODU\WRWKHGLVSRVLWLRQRUDFTXLVLWLRQRIHVWDWHVRULQWHUHVWVLQODQG
qSUREDWH VHUYLFHVr PHDQV WKH SUHSDUDWLRQ RI DQ\ SDSHUV RQ ZKLFK WR
IRXQG RU RSSRVH D JUDQW RI SUREDWH RU D JUDQW RI OHWWHUV RI
DGPLQLVWUDWLRQ DQG WKH DGPLQLVWUDWLRQ RI WKH HVWDWH RI D GHFHDVHG
SHUVRQ







,PPLJUDWLRQDGYLFHDQGLPPLJUDWLRQVHUYLFHV


,PPLJUDWLRQDGYLVHUVDQGLPPLJUDWLRQVHUYLFHSURYLGHUV



6FKHGXOHPDNHVSURYLVLRQUHODWLQJWR3DUWRIWKH,PPLJUDWLRQDQG$V\OXP
$FW F   LPPLJUDWLRQDGYLVHUVDQGLPPLJUDWLRQVHUYLFHSURYLGHUV 



,QWKDW6FKHGXOHu
D 3DUWPDNHVSURYLVLRQIRUDSSURYHGUHJXODWRUVWREHFRPHTXDOLI\LQJ
UHJXODWRUVIRUWKHSXUSRVHVRI3DUWRIWKH,PPLJUDWLRQDQG$V\OXP
$FW
E 3DUWFRQWDLQVDPHQGPHQWVRIWKDW$FW ZKLFKDPRQJVWRWKHUWKLQJV
HQDEOH SHUVRQV DXWKRULVHG E\ TXDOLI\LQJ UHJXODWRUV WR SURYLGH
LPPLJUDWLRQDGYLFHDQGLPPLJUDWLRQVHUYLFHVLQ(QJODQGDQG:DOHV 
DQG
F 3DUW  PDNHV SURYLVLRQ IRU FHUWDLQ SHUVRQV WR EH WUHDWHG GXULQJ D
WUDQVLWLRQDOSHULRGDVDXWKRULVHGE\TXDOLI\LQJUHJXODWRUVWRSURYLGH
VXFKDGYLFHDQGVHUYLFHV







$GYRFDWHVDQGOLWLJDWRUV


'XWLHVRIDGYRFDWHVDQGOLWLJDWRUV



7KLVVHFWLRQDSSOLHVWRHYHU\LQGLYLGXDOZKRu
D H[HUFLVHVEHIRUHDQ\FRXUWDULJKWRIDXGLHQFHRU
E FRQGXFWVOLWLJDWLRQLQUHODWLRQWRSURFHHGLQJVLQDQ\FRXUW
E\YLUWXHRIEHLQJDQDXWKRULVHGSHUVRQLQUHODWLRQWRWKHDFWLYLW\LQTXHVWLRQ



$QLQGLYLGXDOWRZKRPWKLVVHFWLRQDSSOLHVKDVDGXW\WRWKHFRXUWLQTXHVWLRQ
WRDFWZLWKLQGHSHQGHQFHLQWKHLQWHUHVWVRIMXVWLFH



$Q LQGLYLGXDO WR ZKRP WKLV VHFWLRQ DSSOLHV KDV D GXW\ WR FRPSO\ ZLWK WKH
FRQGXFWUXOHVRIWKHDSSURYHGUHJXODWRUE\ZKLFKWKHLQGLYLGXDOLVDXWKRULVHG
WR FDUU\ RQ WKH DFWLYLW\ LQ TXHVWLRQ ZKLFK UHODWH WR WKH FDUU\LQJ RQ RI WKDW
DFWLYLW\

'UDIW%LOO







/HJDO6HUYLFHV%LOO
3DUWu0LVFHOODQHRXVDQGJHQHUDOSURYLVLRQV





7KHGXWLHVLPSRVHGRQDQLQGLYLGXDOE\VXEVHFWLRQV  DQG  RYHUULGHDQ\
REOLJDWLRQVZKLFKWKHLQGLYLGXDOPD\KDYH RWKHUZLVHWKDQXQGHUWKHFULPLQDO
ODZ LIWKH\DUHLQFRQVLVWHQWZLWKWKHP
(PSOR\HGDGYRFDWHV



7KLVVHFWLRQDSSOLHVZKHUHDQDXWKRULVHGSHUVRQLQUHODWLRQWRWKHH[HUFLVHRID
ULJKW RI DXGLHQFH LV HPSOR\HG DV D &URZQ 3URVHFXWRU RU LQ DQ\ RWKHU
GHVFULSWLRQRIHPSOR\PHQW



4XDOLILFDWLRQUHJXODWLRQVRUFRQGXFWUXOHVRIWKHDSSURYHGUHJXODWRUE\ZKRP
WKHSHUVRQLVDXWKRULVHGWRFDUU\RQWKDWDFWLYLW\ZKLFKUHODWHWRWKHULJKWRI
DXGLHQFHGRQRWKDYHHIIHFWLQUHODWLRQWRWKHSHUVRQLIu
D WKH\u
L OLPLW WKH FRXUWV EHIRUH ZKLFK RU SURFHHGLQJV LQ ZKLFK WKDW
DFWLYLW\PD\EHFDUULHGRQE\SHUVRQVZKRDUHHPSOR\HGRU
LL OLPLWWKHFLUFXPVWDQFHVLQZKLFKWKDWDFWLYLW\PD\EHFDUULHGRQ
E\SHUVRQVZKRDUHHPSOR\HGE\UHTXLULQJVXFKSHUVRQVWREH
DFFRPSDQLHG E\ VRPH RWKHU SHUVRQ ZKHQ FDUU\LQJ RQ WKDW
DFWLYLW\DQG
E WKH\GRQRWLPSRVHWKHVDPHOLPLWDWLRQRQSHUVRQVZKRDUHDXWKRULVHG
SHUVRQVLQUHODWLRQWRWKHDFWLYLW\LQTXHVWLRQEXWDUHQRWHPSOR\HG



,Q WKLV VHFWLRQ LQ UHODWLRQ WR DQ DSSURYHG UHJXODWRU qFRQGXFW UXOHVr DQG
qTXDOLILFDWLRQUHJXODWLRQVrKDYHWKHPHDQLQJJLYHQE\VHFWLRQ  









6DYLQJV


3RZHUVRIFRXUWLQUHVSHFWRIULJKWVRIDXGLHQFHDQGFRQGXFWRIOLWLJDWLRQ



1RWKLQJLQWKLV$FWDIIHFWVWKHSRZHURIDQ\FRXUWLQDQ\SURFHHGLQJVWRUHIXVH
WRKHDUDSHUVRQ IRUUHDVRQVZKLFKDSSO\WRWKDWSHUVRQDVDQLQGLYLGXDO ZKR
ZRXOGRWKHUZLVHKDYHDULJKWRIDXGLHQFHEHIRUHWKHFRXUWLQUHODWLRQWRWKRVH
SURFHHGLQJV



:KHUHDFRXUWUHIXVHVWRKHDUDSHUVRQDVPHQWLRQHGLQVXEVHFWLRQ  LWPXVW
JLYHLWVUHDVRQVIRUUHIXVLQJ



:KHUHu
D LPPHGLDWHO\ EHIRUH WKH FRPPHQFHPHQW RI VHFWLRQ  HQWLWOHPHQW WR
FDUU\RQUHVHUYHGOHJDODFWLYLWLHV RU
E E\ YLUWXH RI DQ\ SURYLVLRQ PDGH E\ RU XQGHU DQ HQDFWPHQW SDVVHG
VXEVHTXHQWO\
DFRXUWGRHVQRWSHUPLWWKHDSSHDUDQFHRIDGYRFDWHVRUSHUPLWVWKHDSSHDUDQFH
RIDGYRFDWHVRQO\ZLWKOHDYHQRSHUVRQPD\H[HUFLVHDULJKWRIDXGLHQFHEHIRUH
WKHFRXUWLQUHODWLRQWRDQ\SURFHHGLQJVVROHO\E\YLUWXHRIEHLQJHQWLWOHGWRGR
VRXQGHUWKLV$FW



%XW D FRXUW PD\ QRW OLPLW WKH ULJKW WR DSSHDU EHIRUH WKH FRXUW LQ DQ\
SURFHHGLQJVWRRQO\VRPHRIWKRVHZKRDUHHQWLWOHGWRH[HUFLVHWKDWULJKWE\
YLUWXHRIWKLV$FW



$FRXUWPD\QRWOLPLWWKHULJKWWRFRQGXFWOLWLJDWLRQLQUHODWLRQWRSURFHHGLQJV
EHIRUHWKHFRXUWWRRQO\VRPHRIWKRVHZKRDUHHQWLWOHGWRH[HUFLVHWKDWULJKWE\
YLUWXHRIWKLV$FW

'UDIW%LOO











/HJDO6HUYLFHV%LOO
3DUWu0LVFHOODQHRXVDQGJHQHUDOSURYLVLRQV





,Q WKLV VHFWLRQ qDGYRFDWHr LQ UHODWLRQ WR DQ\ SURFHHGLQJV PHDQV D SHUVRQ
H[HUFLVLQJDULJKWRIDXGLHQFHDVDUHSUHVHQWDWLYHRIRURQEHKDOIRIDQ\SDUW\
WRWKHSURFHHGLQJV
6DYLQJVIRUVROLFLWRUVWRSXEOLFGHSDUWPHQWVDQGWKH&LW\RI/RQGRQ



1RWKLQJLQWKLV$FWLVWRSUHMXGLFHRUDIIHFWDQ\ULJKWVRUSULYLOHJHVRIu
D WKH7UHDVXU\6ROLFLWRU
E WKHVROLFLWRUWRDQ\RWKHUSXEOLFGHSDUWPHQW
F WKHVROLFLWRUWRWKH&KXUFK&RPPLVVLRQHUVRU
G WKHVROLFLWRUWRWKH'XFK\RI&RUQZDOO



1RWKLQJLQWKLV$FWUHTXLUHVDSHUVRQWRZKRPVXEVHFWLRQ  DSSOLHVRUDQ\
FOHUNRURIILFHUDSSRLQWHGWRDFWIRUVXFKDSHUVRQWREHDQDXWKRULVHGSHUVRQ
LQUHODWLRQWRDQDFWLYLW\ZKLFKLVDUHVHUYHGOHJDODFWLYLW\LQDQ\FDVHZKHUHE\
YLUWXHRIVHFWLRQ  RIWKH6ROLFLWRUV$FW F  LWZRXOGQRWKDYHEHHQ
QHFHVVDU\IRUWKDWSHUVRQWREHDGPLWWHGDQGHQUROOHGDQGWRKROGDSUDFWLVLQJ
FHUWLILFDWHXQGHUWKDW$FWLIWKLV$FWKDGQRWEHHQSDVVHG









1RWKLQJ LQ WKLV $FW LV WR SUHMXGLFH RU DIIHFW DQ\ ULJKWV RU SULYLOHJHV ZKLFK
LPPHGLDWHO\ EHIRUH WKH FRPPHQFHPHQW RI WKLV $FW DWWDFKHG WR WKH RIILFH RI
6ROLFLWRURIWKH&LW\RI/RQGRQ
2IIHQFHV



2IIHQFHVFRPPLWWHGE\ERGLHVFRUSRUDWHDQGXQLQFRUSRUDWHGERGLHV



:KHUH DQ RIIHQFH LV SURYHG WR KDYH EHHQ FRPPLWWHG ZLWK WKH FRQVHQW RU
FRQQLYDQFHRIRUWREHDWWULEXWDEOHWRDQ\QHJOHFWRQWKHSDUWRIDQRIILFHURIWKH
ERG\ FRUSRUDWH WKDW RIILFHU DV ZHOO DV WKH ERG\ FRUSRUDWH  LV JXLOW\ RI WKH
RIIHQFHDQGLVOLDEOHWREHSURFHHGHGDJDLQVWDQGSXQLVKHGDFFRUGLQJO\



:KHUHWKHDIIDLUVRIDERG\FRUSRUDWHDUHPDQDJHGE\LWVPHPEHUVVXEVHFWLRQ
 DSSOLHVLQUHODWLRQWRWKHDFWVDQGGHIDXOWVRIDPHPEHULQFRQQHFWLRQZLWK
WKHPHPEHUpVIXQFWLRQVRIPDQDJHPHQWDVLWDSSOLHVWRDQRIILFHURIWKHERG\
FRUSRUDWH



3URFHHGLQJV IRU DQ RIIHQFH DOOHJHG WR KDYH EHHQ FRPPLWWHG E\ DQ
XQLQFRUSRUDWHGERG\DUHWREHEURXJKWLQWKHQDPHRIWKDWERG\ DQGQRWLQ
WKDWRIDQ\RILWVPHPEHUV DQGIRUWKHSXUSRVHVRIDQ\VXFKSURFHHGLQJVDQ\
UXOHVRIFRXUWUHODWLQJWRWKHVHUYLFHRIGRFXPHQWVKDYHHIIHFWDVLIWKDWERG\
ZHUHDFRUSRUDWLRQ



$ILQHLPSRVHGRQDQXQLQFRUSRUDWHGERG\RQLWVFRQYLFWLRQRIDQRIIHQFHLVWR
EHSDLGRXWRIWKHIXQGVRIWKDWERG\



,I DQ XQLQFRUSRUDWHG ERG\ LV FKDUJHG ZLWK DQ RIIHQFH VHFWLRQ  RI WKH
&ULPLQDO-XVWLFH$FW F  DQG6FKHGXOHWRWKH0DJLVWUDWHVp&RXUWV$FW
 F   SURFHGXUH RQ FKDUJH RI DQ RIIHQFH DJDLQVW D FRUSRUDWLRQ  KDYH
HIIHFWLQOLNHPDQQHUDVLQWKHFDVHRIDFRUSRUDWLRQVRFKDUJHG



:KHUH DQ RIIHQFH FRPPLWWHG E\ DQ XQLQFRUSRUDWHG ERG\ RWKHU WKDQ D
SDUWQHUVKLS LVSURYHGWRKDYHEHHQFRPPLWWHGZLWKWKHFRQVHQWRUFRQQLYDQFH
RIRUWREHDWWULEXWDEOHWRDQ\QHJOHFWRQWKHSDUWRIDQ\RIILFHURIWKHERG\RU
DQ\ PHPEHU RI LWV JRYHUQLQJ ERG\ WKDW RIILFHU RU PHPEHU DV ZHOO DV WKH

'UDIW%LOO













/HJDO6HUYLFHV%LOO
3DUWu0LVFHOODQHRXVDQGJHQHUDOSURYLVLRQV

XQLQFRUSRUDWHGERG\LVJXLOW\RIWKHRIIHQFHDQGOLDEOHWREHSURFHHGHGDJDLQVW
DQGSXQLVKHGDFFRUGLQJO\






:KHUH DQ RIIHQFH FRPPLWWHG E\ D SDUWQHUVKLS LV SURYHG WR KDYH EHHQ
FRPPLWWHG ZLWK WKH FRQVHQW RU FRQQLYDQFH RI RU WR EH DWWULEXWDEOH WR DQ\
QHJOHFWRQWKHSDUWRIDSDUWQHUWKDWSDUWQHUDVZHOODVWKHSDUWQHUVKLSLVJXLOW\
RIWKHRIIHQFHDQGOLDEOHWREHSURFHHGHGDJDLQVWDQGSXQLVKHGDFFRUGLQJO\
,QWKLVVHFWLRQu
qRIIHQFHrPHDQVDQRIIHQFHXQGHUWKLV$FW
qRIILFHUrLQUHODWLRQWRDERG\FRUSRUDWHPHDQVu
D DQ\ GLUHFWRU VHFUHWDU\ RU RWKHU VLPLODU RIILFHU RI WKH ERG\
FRUSRUDWHRU
E DQ\SHUVRQZKRZDVSXUSRUWLQJWRDFWLQDQ\VXFKFDSDFLW\



/RFDOZHLJKWVDQGPHDVXUHVDXWKRULWLHV



$ ORFDO ZHLJKWV DQG PHDVXUHV DXWKRULW\ PD\ LQVWLWXWH SURFHHGLQJV IRU DQ
RIIHQFHXQGHUVHFWLRQLIWKHDFWLYLW\ZKLFKLWLVDOOHJHGWKDWWKHDFFXVHGZDV
QRWHQWLWOHGWRFDUU\RQFRQVWLWXWHVUHVHUYHGLQVWUXPHQWDFWLYLWLHV



,QWKLVVHFWLRQu
qUHOHYDQWRIIHQFHrPHDQVDQRIIHQFHLQUHODWLRQWRZKLFKSURFHHGLQJVPD\
EHLQVWLWXWHGE\YLUWXHRIVXEVHFWLRQ  
qZHLJKWVDQGPHDVXUHVRIILFHUrPHDQVDQRIILFHURIDORFDOZHLJKWVDQG
PHDVXUHVDXWKRULW\ZKRLVDXWKRULVHGE\WKHDXWKRULW\WRH[HUFLVHWKH
SRZHUVFRQIHUUHGE\VXEVHFWLRQ  





$ ZHLJKWV DQG PHDVXUHV RIILFHU ZKR KDV UHDVRQDEOH FDXVH WR VXVSHFW WKDW D
UHOHYDQWRIIHQFHPD\KDYHEHHQFRPPLWWHGPD\DWDQ\UHDVRQDEOHWLPHu
D HQWHUDQ\SUHPLVHVZKLFKDUHQRWXVHGVROHO\DVDGZHOOLQJ
E UHTXLUHDQ\RIILFHUDJHQWRURWKHUFRPSHWHQWSHUVRQRQWKHSUHPLVHV
ZKR LV RU PD\ EH LQ SRVVHVVLRQ RI LQIRUPDWLRQ UHOHYDQW WR DQ
LQYHVWLJDWLRQRIWKHVXVSHFWHGRIIHQFHWRSURYLGHVXFKLQIRUPDWLRQ
F UHTXLUHWKHSURGXFWLRQRIDQ\GRFXPHQWZKLFKPD\EHUHOHYDQWWRVXFK
DQLQYHVWLJDWLRQ
G WDNHFRSLHVRUH[WUDFWVRIDQ\VXFKGRFXPHQWV
H VHL]HDQGUHWDLQDQ\GRFXPHQWZKLFKWKHZHLJKWVDQGPHDVXUHVRIILFHU
KDVUHDVRQWREHOLHYHPD\EHUHTXLUHGDVHYLGHQFHLQSURFHHGLQJVIRUD
UHOHYDQWRIIHQFH



$Q\SHUVRQH[HUFLVLQJDSRZHUJLYHQE\VXEVHFWLRQ  PXVWLIDVNHGWRGRVR
SURGXFHHYLGHQFHWKDWWKDWSHUVRQLVDZHLJKWVDQGPHDVXUHVRIILFHU



$ MXVWLFH RI WKH SHDFH PD\ LVVXH D ZDUUDQW XQGHU WKLV VHFWLRQ LI VDWLVILHG RQ
LQIRUPDWLRQ RQ RDWK JLYHQ E\ D ZHLJKWV DQG PHDVXUHV RIILFHU WKDW WKHUH LV
UHDVRQDEOHFDXVHWREHOLHYHWKDWDUHOHYDQWRIIHQFHPD\KDYHEHHQFRPPLWWHG
DQGWKDWu
D HQWU\ WR WKH SUHPLVHV FRQFHUQHG RU SURGXFWLRQ RI DQ\ GRFXPHQWV
ZKLFKPD\EHUHOHYDQWWRDQLQYHVWLJDWLRQRIWKHUHOHYDQWRIIHQFHKDV
EHHQRULVOLNHO\WREHUHIXVHGWRDZHLJKWVDQGPHDVXUHVRIILFHURU
E WKHUH LV UHDVRQDEOH FDXVH WR EHOLHYH WKDW LI SURGXFWLRQ RI DQ\ VXFK
GRFXPHQW ZHUH WR EH UHTXLUHG E\ WKH ZHLJKWV DQG PHDVXUHV RIILFHU
ZLWKRXWDZDUUDQWKDYLQJEHHQLVVXHGXQGHUWKLVVHFWLRQWKHGRFXPHQW

'UDIW%LOO

















/HJDO6HUYLFHV%LOO
3DUWu0LVFHOODQHRXVDQGJHQHUDOSURYLVLRQV

ZRXOGQRWEHSURGXFHGEXWZRXOGEHUHPRYHGIURPWKHSUHPLVHVRU
KLGGHQWDPSHUHGZLWKRUGHVWUR\HG




$ZDUUDQWLVVXHGXQGHUWKLVVHFWLRQPXVWDXWKRULVHWKHZHLJKWVDQGPHDVXUHV
RIILFHUDFFRPSDQLHGZKHUHWKDWRIILFHUFRQVLGHUVLWDSSURSULDWHE\DFRQVWDEOH
RURWKHUSHUVRQu
D WRHQWHUWKHSUHPLVHVVSHFLILHGLQWKHLQIRUPDWLRQXVLQJVXFKIRUFHDVLV
UHDVRQDEO\QHFHVVDU\DQG
E WRH[HUFLVHDQ\RIWKHSRZHUVJLYHQWRWKHZHLJKWVDQGPHDVXUHVRIILFHU
E\VXEVHFWLRQ  
,WLVDQRIIHQFHIRUDSHUVRQ q3r u
D LQWHQWLRQDOO\WRREVWUXFWDZHLJKWVDQGPHDVXUHVRIILFHULQWKHH[HUFLVH
RIDQ\SRZHUXQGHUWKLVVHFWLRQ
E LQWHQWLRQDOO\WRIDLOWRFRPSO\ZLWKDQ\UHTXLUHPHQWSURSHUO\LPSRVHG
RQ 3 E\ D ZHLJKWV DQG PHDVXUHV RIILFHU LQ WKH H[HUFLVH RI DQ\ VXFK
SRZHU
F WRIDLOZLWKRXWUHDVRQDEOHH[FXVHWRJLYHWRDZHLJKWVDQGPHDVXUHV
RIILFHUDQ\DVVLVWDQFHRULQIRUPDWLRQZKLFKWKHZHLJKWVDQGPHDVXUHV
RIILFHUPD\UHDVRQDEO\UHTXLUHRI3IRUWKHSXUSRVHRIH[HUFLVLQJDQ\
VXFKSRZHURU
G LQJLYLQJWRDZHLJKWVDQGPHDVXUHVRIILFHUDQ\LQIRUPDWLRQZKLFK3
KDVEHHQUHTXLUHGWRJLYHWRDZHLJKWVDQGPHDVXUHVRIILFHUH[HUFLVLQJ
DQ\VXFKSRZHUWRPDNHDQ\VWDWHPHQWZKLFK3NQRZVWREHIDOVHRU
PLVOHDGLQJLQDPDWHULDOSDUWLFXODU



$SHUVRQZKRLVJXLOW\RIDQRIIHQFHXQGHUVXEVHFWLRQ  LVOLDEOHRQVXPPDU\
FRQYLFWLRQWRDILQHQRWH[FHHGLQJOHYHORQWKHVWDQGDUGVFDOH



1RWKLQJ LQ WKLV VHFWLRQ LV WR EH WDNHQ WR UHTXLUH DQ\ SHUVRQ WR DQVZHU DQ\
TXHVWLRQSXWWRWKDWSHUVRQE\DZHLJKWVDQGPHDVXUHVRIILFHURUWRJLYHDQ\
LQIRUPDWLRQWRVXFKDQRIILFHULIWRGRVRPLJKWLQFULPLQDWHWKDWSHUVRQ











1RWLFHVHWF


1RWLFHVDQGGLUHFWLRQV





$ UHTXLUHPHQW RU SRZHU XQGHU WKLV $FW WR JLYH D QRWLFH RU WR QRWLI\  LV D
UHTXLUHPHQWRUSRZHUWRJLYHQRWLFHLQZULWLQJ



$UHTXLUHPHQWRUSRZHUXQGHUWKLV$FWWRJLYHDGLUHFWLRQ RUWRGLUHFW LVD
UHTXLUHPHQWRUSRZHUWRJLYHDGLUHFWLRQLQZULWLQJ



$Q\SRZHUFRQIHUUHGE\WKLV$FWWRJLYHDGLUHFWLRQLQFOXGHVSRZHUWRUHYRNH
WKHGLUHFWLRQ



6XEVHFWLRQ  GRHVQRWDSSO\WRWKHSRZHUFRQIHUUHGRQDQRPEXGVPDQWRJLYH
DGLUHFWLRQXQGHUVHFWLRQ GLUHFWLRQVRQDGHWHUPLQDWLRQRIDFRPSODLQW 





'RFXPHQWV



,QWKLV$FWqGRFXPHQWrLQFOXGHVDGRFXPHQWLQHOHFWURQLFIRUPDQGLQUHODWLRQ
WR VXFK D GRFXPHQW DQ\ UHIHUHQFH WR WKH SURGXFWLRQ RI WKH GRFXPHQW LV D
UHIHUHQFHWRWKHSURGXFWLRQRIDKDUGFRS\RIWKHGRFXPHQW



)RUWKLVSXUSRVHu

'UDIW%LOO





/HJDO6HUYLFHV%LOO
3DUWu0LVFHOODQHRXVDQGJHQHUDOSURYLVLRQV

D
E



DGRFXPHQWLVSURGXFHGLQKDUGFRS\IRUPLILWLVSURGXFHGLQDSDSHU
FRS\RUVLPLODUIRUPFDSDEOHRIEHLQJUHDG DQGUHIHUHQFHVWRDKDUG
FRS\KDYHDFRUUHVSRQGLQJPHDQLQJ DQG
DGRFXPHQWFDQEHUHDGRQO\LILWFDQEHUHDGZLWKWKHQDNHGH\HRUWR
WKHH[WHQWWKDWLWFRQVLVWVRILPDJHVLWFDQEHVHHQZLWKWKHQDNHGH\H



7KHJLYLQJRIQRWLFHVGLUHFWLRQVDQGRWKHUGRFXPHQWV



7KLVVHFWLRQDSSOLHVZKHUHSURYLVLRQPDGH LQZKDWHYHUWHUPV E\RUXQGHU
WKLV $FW DXWKRULVHV RU UHTXLUHV D QRWLFH GLUHFWLRQ RU DQ\ RWKHU GRFXPHQW
LQFOXGLQJDFRS\RIDGRFXPHQW WREHJLYHQWRDSHUVRQ



7KHQRWLFHGLUHFWLRQRUGRFXPHQWPD\EHJLYHQWRWKHSHUVRQu
D E\GHOLYHULQJLWWRWKHSHUVRQ
E E\OHDYLQJLWDWWKHSHUVRQpVSURSHUDGGUHVVRU
F E\VHQGLQJLWE\SRVWWRWKHSHUVRQDWWKDWDGGUHVV



7KHQRWLFHGLUHFWLRQRUGRFXPHQWPD\EHJLYHQWRDERG\FRUSRUDWHE\EHLQJ
JLYHQWRWKHVHFUHWDU\RUFOHUNRIWKDWERG\





7KH QRWLFH GLUHFWLRQ RU GRFXPHQW PD\ EH JLYHQ WR D SDUWQHUVKLS E\ EHLQJ
JLYHQWRu
D DSDUWQHULQWKHSDUWQHUVKLSRU
E D SHUVRQ KDYLQJ WKH FRQWURO RU PDQDJHPHQW RI WKH SDUWQHUVKLS
EXVLQHVV





7KHQRWLFHGLUHFWLRQRUGRFXPHQWPD\EHJLYHQWRDQ\RWKHUXQLQFRUSRUDWHG
ERG\E\EHLQJJLYHQWRDPHPEHURIWKHJRYHUQLQJERG\RIWKHXQLQFRUSRUDWHG
ERG\



)RUWKHSXUSRVHVRIWKLVVHFWLRQDQGVHFWLRQRIWKH,QWHUSUHWDWLRQ$FW F
  VHUYLFHRIGRFXPHQWVE\SRVW LQLWVDSSOLFDWLRQWRWKLVVHFWLRQWKHSURSHU
DGGUHVVRIDSHUVRQLVu
D LQ WKH FDVH RI D ERG\ FRUSRUDWH WKH DGGUHVV RI WKH UHJLVWHUHG RU
SULQFLSDORIILFHRIWKHERG\
E LQ WKH FDVH RI D SDUWQHUVKLS RU DQ\ RWKHU XQLQFRUSRUDWHG ERG\ WKH
DGGUHVVRIWKHSULQFLSDORIILFHRIWKHSDUWQHUVKLSRUERG\
F LQWKHFDVHRIDSHUVRQWRZKRPWKHQRWLFHRURWKHUGRFXPHQWLVJLYHQ
LQUHOLDQFHRQDQ\RIVXEVHFWLRQV  WR  WKHSURSHUDGGUHVVRIWKH
ERG\FRUSRUDWHSDUWQHUVKLSRURWKHUXQLQFRUSRUDWHGERG\LQTXHVWLRQ
G LQDQ\RWKHUFDVHWKHODVWNQRZQDGGUHVVRIWKHSHUVRQLQTXHVWLRQ





,QWKHFDVHRIu
D DFRPSDQ\UHJLVWHUHGRXWVLGHWKH8QLWHG.LQJGRP
E DSDUWQHUVKLSFDUU\LQJRQEXVLQHVVRXWVLGHWKH8QLWHG.LQJGRPRU
F DQ\ RWKHU XQLQFRUSRUDWHG ERG\ ZLWK RIILFHV RXWVLGH WKH 8QLWHG
.LQJGRP
WKHUHIHUHQFHVLQVXEVHFWLRQ  WRLWVSULQFLSDORIILFHLQFOXGHUHIHUHQFHVWRLWV
SULQFLSDORIILFHZLWKLQWKH8QLWHG.LQJGRP LIDQ\ 
7KLVVHFWLRQKDVHIIHFWVXEMHFWWRVHFWLRQ QRWLFHVGLUHFWLRQVDQGGRFXPHQWV
LQHOHFWURQLFIRUP 

'UDIW%LOO













/HJDO6HUYLFHV%LOO
3DUWu0LVFHOODQHRXVDQGJHQHUDOSURYLVLRQV




7KHJLYLQJRIQRWLFHVGLUHFWLRQVDQGRWKHUGRFXPHQWVLQHOHFWURQLFIRUP
7KLVVHFWLRQDSSOLHVZKHUHu
D VHFWLRQ  DXWKRULVHV WKH JLYLQJ RI D QRWLFH GLUHFWLRQ RU RWKHU
GRFXPHQWE\LWVGHOLYHU\WRDSDUWLFXODUSHUVRQ qWKHUHFLSLHQWr DQG
E WKHQRWLFHGLUHFWLRQRURWKHUGRFXPHQWLVWUDQVPLWWHGWRWKHUHFLSLHQWu
L E\PHDQVRIDQHOHFWURQLFFRPPXQLFDWLRQVQHWZRUNRU
LL E\RWKHUPHDQVEXWLQDIRUPWKDWQHYHUWKHOHVVUHTXLUHVWKHXVH
RIDSSDUDWXVE\WKHUHFLSLHQWWRUHQGHULWLQWHOOLJLEOH





7KH WUDQVPLVVLRQ KDV HIIHFW IRU WKH SXUSRVHV RI WKLV $FW DV D GHOLYHU\ RI WKH
QRWLFH GLUHFWLRQ RU RWKHU GRFXPHQW WR WKH UHFLSLHQW EXW RQO\ LI WKH
UHTXLUHPHQWVLPSRVHGE\RUXQGHUWKLVVHFWLRQDUHFRPSOLHGZLWK





:KHUHWKHUHFLSLHQWLVWKH%RDUGWKH2/&RUDQRPEXGVPDQu
D WKHUHFLSLHQWPXVWKDYHLQGLFDWHGLWVZLOOLQJQHVVWRUHFHLYHWKHQRWLFH
GLUHFWLRQ RU RWKHU GRFXPHQW LQ D PDQQHU PHQWLRQHG LQ VXEVHFWLRQ
 E
E WKHWUDQVPLVVLRQPXVWEHPDGHLQVXFKPDQQHUDQGVDWLVI\VXFKRWKHU
FRQGLWLRQVDVWKHUHFLSLHQWPD\UHTXLUHDQG
F WKH QRWLFH GLUHFWLRQ RU RWKHU GRFXPHQW PXVW WDNH VXFK IRUP DV WKH
UHFLSLHQWPD\UHTXLUH





:KHUH WKH SHUVRQ PDNLQJ WKH WUDQVPLVVLRQ LV WKH %RDUG WKH 2/& RU DQ
RPEXGVPDQWKDWSHUVRQPD\ VXEMHFWWRVXEVHFWLRQ  GHWHUPLQHu
D WKHPDQQHULQZKLFKWKHWUDQVPLVVLRQLVPDGHDQG
E WKH IRUP LQ ZKLFK WKH QRWLFH GLUHFWLRQ RU RWKHU GRFXPHQW LV
WUDQVPLWWHG





:KHUH WKH UHFLSLHQW LV D SHUVRQ RWKHU WKDQ WKH %RDUG WKH 2/& RU DQ
RPEXGVPDQu
D WKHUHFLSLHQWRU
E WKHSHUVRQRQZKRVHEHKDOIWKHUHFLSLHQWUHFHLYHVWKHQRWLFHGLUHFWLRQ
RURWKHUGRFXPHQW
PXVW KDYH LQGLFDWHG WR WKH SHUVRQ PDNLQJ WKH WUDQVPLVVLRQ WKH UHFLSLHQWpV
ZLOOLQJQHVVWRUHFHLYHQRWLFHVGLUHFWLRQVRURWKHUGRFXPHQWVWUDQVPLWWHGLQWKH
IRUPDQGPDQQHUXVHG









$QLQGLFDWLRQWRDQ\SHUVRQIRUWKHSXUSRVHVRIVXEVHFWLRQ  u
D PXVW EH JLYHQ WR WKDW SHUVRQ LQ VXFK PDQQHU DV WKDW SHUVRQ PD\
UHTXLUH
E PD\ EH D JHQHUDO LQGLFDWLRQ RU RQH WKDW LV OLPLWHG WR QRWLFHV RU
GRFXPHQWVRISDUWLFXODUGHVFULSWLRQV
F PXVWVWDWHWKHDGGUHVVWREHXVHGDQGPXVWEHDFFRPSDQLHGE\VXFK
RWKHU LQIRUPDWLRQ DV WKDW SHUVRQ UHTXLUHV IRU WKH PDNLQJ RI WKH
WUDQVPLVVLRQ
G PD\EHPRGLILHGRUZLWKGUDZQDWDQ\WLPHE\DQRWLFHJLYHQWRWKDW
SHUVRQLQVXFKPDQQHUDVWKDWSHUVRQPD\UHTXLUH
$QLQGLFDWLRQUHTXLUHPHQWRUGHWHUPLQDWLRQJLYHQLPSRVHGRUPDGHE\WKH
%RDUG WKH 2/& RU DQ RPEXGVPDQ IRU WKH SXUSRVHV RI WKLV VHFWLRQ LV WR EH
JLYHQLPSRVHGRUPDGHE\EHLQJSXEOLVKHGE\WKDWSHUVRQ
,QWKLVVHFWLRQqHOHFWURQLFFRPPXQLFDWLRQVQHWZRUNrKDVWKHVDPHPHDQLQJDV
LQWKH&RPPXQLFDWLRQV$FW F  

'UDIW%LOO











/HJDO6HUYLFHV%LOO
3DUWu0LVFHOODQHRXVDQGJHQHUDOSURYLVLRQV

2UGHUVUXOHVHWF


2UGHUVUXOHVHWF



$Q\ RUGHU PDGH E\ WKH 6HFUHWDU\ RI 6WDWH XQGHU WKLV $FW PXVW EH PDGH E\
VWDWXWRU\LQVWUXPHQW



$QLQVWUXPHQWWRZKLFKWKLVVXEVHFWLRQDSSOLHVPD\u
D SURYLGHIRUDSHUVRQWRH[HUFLVHDGLVFUHWLRQLQGHDOLQJZLWKDQ\PDWWHU
E LQFOXGHLQFLGHQWDOVXSSOHPHQWDU\DQGFRQVHTXHQWLDOSURYLVLRQ
F PDNHWUDQVLWRU\RUWUDQVLWLRQDOSURYLVLRQDQGVDYLQJV
G PDNHSURYLVLRQJHQHUDOO\RURQO\LQUHODWLRQWRVSHFLILHGFDVHV
H PDNH GLIIHUHQW SURYLVLRQ IRU GLIIHUHQW FDVHV RU FLUFXPVWDQFHV RU IRU
GLIIHUHQWSXUSRVHV






6XEVHFWLRQ  DSSOLHVWRu
D DQ\RUGHUPDGHE\WKH6HFUHWDU\RI6WDWH
E DQ\UXOHVRUUHJXODWLRQVPDGHE\WKH%RDUGDQG
F DQ\UXOHVPDGHE\WKH2/&
XQGHURUE\YLUWXHRIWKLV$FW







&RQVXOWDWLRQUHTXLUHPHQWVIRUUXOHV
7KLVVHFWLRQDSSOLHVLQUHODWLRQWRu
D UXOHVPDGHE\WKH%RDUGXQGHUWKLV$FWDQG
E UXOHVPDGHE\WKH2/&XQGHU3DUW
RWKHUWKDQH[FOXGHGUXOHV



,IWKH%RDUGRUWKH2/& qWKHUXOHPDNLQJERG\r SURSRVHVWRPDNHDQ\UXOHV
LWPXVWSXEOLVKDGUDIWRIWKHSURSRVHGUXOHV



7KHGUDIWPXVWEHDFFRPSDQLHGE\DQRWLFHZKLFKVWDWHVWKDWUHSUHVHQWDWLRQV
DERXWWKHSURSRVDOVPD\EHPDGHWRWKHUXOHPDNLQJERG\ZLWKLQWKHSHULRG
VSHFLILHGLQWKHQRWLFH



%HIRUH PDNLQJ WKH UXOHV WKH UXOHPDNLQJ ERG\ PXVW KDYH UHJDUG WR DQ\
UHSUHVHQWDWLRQVGXO\PDGH



,IWKHUXOHVGLIIHUIURPWKHGUDIWSXEOLVKHGXQGHUVXEVHFWLRQ  LQDZD\ZKLFK
LVLQWKHRSLQLRQRIWKHUXOHPDNLQJERG\PDWHULDOLWPXVWSXEOLVKGHWDLOVRI
WKHGLIIHUHQFHV



7KHUXOHPDNLQJERG\PXVWSXEOLVKDQ\UXOHVLWPDNHVDQGUXOHVPD\QRWWDNH
HIIHFWEHIRUHWKHWLPHWKH\DUHSXEOLVKHG



7KHUXOHPDNLQJERG\PD\PDNHDUHDVRQDEOHFKDUJHIRUSURYLGLQJDSHUVRQ
ZLWKDFRS\RIu
D DGUDIWSXEOLVKHGXQGHUVXEVHFWLRQ  RU
E UXOHVSXEOLVKHGXQGHUVXEVHFWLRQ  



,QWKLVVHFWLRQqH[FOXGHGUXOHVrPHDQVu
D UXOHVRISURFHGXUHPDGHE\WKH%RDUGIRUWKHSXUSRVHVRISDUDJUDSK
RI6FKHGXOH
E UXOHVPDGHE\WKH%RDUGLQLWVFDSDFLW\DVDQDSSURYHGUHJXODWRURUD
OLFHQVLQJDXWKRULW\DQG

'UDIW%LOO













/HJDO6HUYLFHV%LOO
3DUWu0LVFHOODQHRXVDQGJHQHUDOSURYLVLRQV

F

UXOHVRISURFHGXUHPDGHE\WKH2/&IRUWKHSXUSRVHVRISDUDJUDSK
RI6FKHGXOH
DQGUHIHUHQFHVWRPDNLQJUXOHVLQFOXGHUHIHUHQFHVWRPRGLI\LQJWKHUXOHVDQG
LQUHODWLRQWRDQ\PRGLILFDWLRQVRIUXOHVUHIHUHQFHVWRWKHSURSRVHGUXOHVDUHWR
EHUHDGDVUHIHUHQFHVWRWKHSURSRVHGPRGLILFDWLRQV




7KLVVHFWLRQLVVXEMHFWWRVHFWLRQ   ZKLFKGLVDSSOLHVVHFWLRQWR2/&
UXOHVPDGHLQUHVSRQVHWRD%RDUGGLUHFWLRQXQGHUVHFWLRQ  E 
3DUOLDPHQWDU\FRQWURORIRUGHUV



$Q\RUGHUPDGHE\WKH6HFUHWDU\RI6WDWHXQGHUDQ\SURYLVLRQRIWKLV$FWLV
VXEMHFW WR DQQXOPHQW LQ SXUVXDQFH RI D UHVROXWLRQ RI HLWKHU +RXVH RI
3DUOLDPHQW



6XEVHFWLRQ  GRHVQRWDSSO\WRu
D DQRUGHUWRZKLFKVXEVHFWLRQ  DSSOLHVRU
E DQRUGHUZKLFKFRQWDLQVRQO\SURYLVLRQPDGHXQGHURQHRUPRUHRIu
L VHFWLRQ   E  GD\ DSSRLQWHG DV HQG RI WUDQVLWLRQDO SHULRG
UHODWLQJWRQRWIRUSURILWERGLHV 
LL VHFWLRQ  D  GD\DSSRLQWHGDVEHJLQQLQJRIPRQWKSHULRG
GXULQJZKLFK%RDUGPXVWPDNHOLFHQVLQJUXOHV 
LLL VHFWLRQ FRPPHQFHPHQW 
LY SDUDJUDSK   E  RI 6FKHGXOH  GD\ DSSRLQWHG DV HQG RI
WUDQVLWLRQDOSHULRGGXULQJZKLFKULJKWVFRQIHUUHGE\YLUWXHRI
3DUWRIWKDW6FKHGXOH 
Y SDUDJUDSK   E  RI 6FKHGXOH  GD\ DSSRLQWHG DV HQG RI
WUDQVLWLRQDOSHULRGGXULQJZKLFKULJKWVFRQIHUUHGE\YLUWXHRI
3DUWRIWKDW6FKHGXOH 





$Q RUGHU ZKLFK FRQWDLQV SURYLVLRQ PDGH XQGHU DQ\ RI WKH IROORZLQJ
SURYLVLRQVPD\QRWEHPDGHXQOHVVDGUDIWRIWKHRUGHUKDVEHHQODLGEHIRUH
DQGDSSURYHGE\DUHVROXWLRQRIHDFK+RXVHRI3DUOLDPHQWu
D VHFWLRQ   RUGHUVDGGLQJWRUHVHUYHGOHJDODFWLYLWLHV 
E VHFWLRQ  RU   SURYLVLRQDOGHVLJQDWLRQRIDSSURYHGUHJXODWRUV 
F VHFWLRQ   FDQFHOODWLRQRIGHVLJQDWLRQDVDSSURYHGUHJXODWRU 
G VHFWLRQ  WUDQVLWLRQDO DUUDQJHPHQWV IROORZLQJ FDQFHOODWLRQ XQGHU
VHFWLRQ 
H VHFWLRQ    SRZHU WR GHVLJQDWH %RDUG DV DQ DSSURYHG UHJXODWRU
PRGLI\LWVIXQFWLRQVRUFDQFHOLWVGHVLJQDWLRQ 
I VHFWLRQ   PRGLILFDWLRQRIIXQFWLRQVRIDSSURYHGUHJXODWRUV 
J VHFWLRQ   FDQFHOODWLRQRIGHVLJQDWLRQDVOLFHQVLQJDXWKRULW\ 
K VHFWLRQ  WUDQVLWLRQDO DUUDQJHPHQWV IROORZLQJ FDQFHOODWLRQ XQGHU
VHFWLRQ 
L VHFWLRQ   SRZHUWRPDNHFRQVHTXHQWLDOSURYLVLRQHWFE\DPHQGLQJ
HQDFWPHQWV 
M SDUDJUDSK  RI6FKHGXOH PRGLILFDWLRQRIH[HPSWSHUVRQV 
N SDUDJUDSKRI6FKHGXOH GHVLJQDWLRQRIDSSURYHGUHJXODWRUV 

'UDIW%LOO

















/HJDO6HUYLFHV%LOO
3DUWu0LVFHOODQHRXVDQGJHQHUDOSURYLVLRQV

,QWHUSUHWDWLRQ



,QWHUSUHWDWLRQ
,QWKLV$FWH[FHSWZKHUHWKHFRQWH[WRWKHUZLVHUHTXLUHVu
qFRQVXPHUVrPHDQV VXEMHFWWRVXEVHFWLRQ  SHUVRQVu
D ZKR XVH KDYH XVHG RU DUH RU PD\ EH FRQWHPSODWLQJ XVLQJ
VHUYLFHVZLWKLQVXEVHFWLRQ  
E ZKR KDYH ULJKWV RU LQWHUHVWV ZKLFK DUH GHULYHG IURP RU DUH
RWKHUZLVH DWWULEXWDEOH WR WKH XVH RI VXFK VHUYLFHV E\ RWKHU
SHUVRQVRU
F ZKRKDYHULJKWVRULQWHUHVWVZKLFKPD\EHDGYHUVHO\DIIHFWHGE\
WKHXVHRIVXFKVHUYLFHVE\SHUVRQVDFWLQJRQWKHLUEHKDOIRULQD
ILGXFLDU\FDSDFLW\LQUHODWLRQWRWKHP
qFRQYH\DQFLQJ VHUYLFHVr KDV WKH VDPH PHDQLQJ DV LQ 3DUW  RI WKH
$GPLQLVWUDWLRQRI-XVWLFH$FW F   OLFHQVHGFRQYH\DQFLQJ  VHH
VHFWLRQ  RIWKDW$FW 
qFRXUWrLQFOXGHVu
D DQ\WULEXQDOZKLFKWKH&RXQFLORQ7ULEXQDOVLVXQGHUDGXW\WR
NHHSXQGHUUHYLHZ
E DQ\FRXUWPDUWLDODQG
F D VWDWXWRU\ LQTXLU\ZLWKLQWKHPHDQLQJRIVHFWLRQ  RIWKH
7ULEXQDOVDQG,QTXLULHV$FW F  
qHQDFWPHQWrPHDQVu
D DSURYLVLRQRIDQ$FW ZKHWKHUSDVVHGEHIRUHRUDIWHUWKLV$FW 
RU
E DSURYLVLRQRIVXERUGLQDWHOHJLVODWLRQ ZKHQHYHUPDGH 
qIXQFWLRQVrLQFOXGHVSRZHUVDQGGXWLHV
qLPPLJUDWLRQ DGYLFHr DQG qLPPLJUDWLRQ VHUYLFHVr KDYH WKH PHDQLQJ
JLYHQ E\ VHFWLRQ  RI WKH ,PPLJUDWLRQ DQG $V\OXP $FW  F 
LQWHUSUHWDWLRQRI3DUW  VHHDOVRVXEVHFWLRQ  EHORZ 
qPRGLI\r LQFOXGHV DPHQG DGG WR RU UHYRNH DQG UHIHUHQFHV WR
qPRGLILFDWLRQVrDUHWREHFRQVWUXHGDFFRUGLQJO\
qQRWIRUSURILWERG\rPHDQVDQ\ERG\WKDWE\RUXQGHULWVFRQVWLWXWLRQu
D LVUHTXLUHGWRDSSO\WKHZKROHRILWVQHWLQFRPHDIWHUSD\PHQW
RIRXWJRLQJVIRUFKDULWDEOHRUSXEOLFSXUSRVHVDQG
E LVSURKLELWHGIURPGLVWULEXWLQJGLUHFWO\RULQGLUHFWO\DQ\SDUW
RILWVQHWLQFRPHE\ZD\RISURILWVRULWVDVVHWVDPRQJVWDQ\RI
LWVPHPEHUV
qQRWIRUSURILWOHJDOVHUYLFHVrPHDQVu
D OHJDOVHUYLFHVFDUULHGRQRWKHUZLVHWKDQZLWKDYLHZWRSURILW
E OHJDOVHUYLFHVFDUULHGRQE\DQRWIRUSURILWERG\
qRIILFHUrLQUHODWLRQWRDERG\FRUSRUDWHWKHDIIDLUVRIZKLFKDUHPDQDJHG
E\LWVPHPEHUVPHDQVDPHPEHURIWKHERG\FRUSRUDWH
qWKH2)7rPHDQVWKH2IILFHRI)DLU7UDGLQJ
qUHVHUYHG OHJDO VHUYLFHVr PHDQV VHUYLFHV SURYLGHG E\ D SHUVRQ ZKLFK
FRQVLVWRIRULQFOXGHUHVHUYHGOHJDODFWLYLWLHVFDUULHGRQE\RURQEHKDOI
RIWKDWSHUVRQ
qVROLFLWRUrPHDQVVROLFLWRURIWKH6HQLRU&RXUWV
qWKHVHQLRUMXGJHVrPHDQVu

'UDIW%LOO





















/HJDO6HUYLFHV%LOO
3DUWu0LVFHOODQHRXVDQGJHQHUDOSURYLVLRQV
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WKH/RUG&KLHI-XVWLFH
WKH0DVWHURIWKH5ROOV
WKH3UHVLGHQWRIWKH4XHHQpV%HQFK'LYLVLRQ
WKH3UHVLGHQWRIWKH)DPLO\'LYLVLRQ
WKH&KDQFHOORURIWKH+LJK&RXUW

7KHVHUYLFHVZLWKLQWKLVVXEVHFWLRQDUHu
D DQ\ VHUYLFHV SURYLGHG E\ D SHUVRQ ZKR LV DQ DXWKRULVHG SHUVRQ LQ
UHODWLRQWRDQDFWLYLW\ZKLFKLVDUHVHUYHGOHJDODFWLYLW\DQG
E DQ\RWKHUVHUYLFHVSURYLGHGE\DSHUVRQZKLFKFRQVLVWRIRULQFOXGHD
OHJDODFWLYLW\FDUULHGRQE\RURQEHKDOIRIWKDWSHUVRQ
)RUWKHSXUSRVHVRIWKHGHILQLWLRQRIqFRQVXPHUVrLQVXEVHFWLRQ  u
D LIDSHUVRQ q$r LVFDUU\LQJRQDQDFWLYLW\LQ$pVFDSDFLW\DVDWUXVWHH
WKHSHUVRQVZKRDUHKDYHEHHQRUPD\EHEHQHILFLDULHVRIWKHWUXVWDUH
WR EH WUHDWHG DV SHUVRQV ZKR XVH KDYH XVHG RU DUH RU PD\ EH
FRQWHPSODWLQJXVLQJVHUYLFHVSURYLGHGE\$LQ$pVFDUU\LQJRQRIWKDW
DFWLYLW\DQG
E DSHUVRQ q%r ZKRGHDOVZLWKDSHUVRQLQWKHFRXUVHRI%pVFDUU\LQJRQ
RIDQDFWLYLW\LVWREHWUHDWHGDVXVLQJVHUYLFHVSURYLGHGE\%LQFDUU\LQJ
RQWKDWDFWLYLW\
7KH UHIHUHQFHV LQ WKLV $FW WR WKH SURYLVLRQ RI LPPLJUDWLRQ DGYLFH RU
LPPLJUDWLRQ VHUYLFHV DUH WR WKH SURYLVLRQ RI VXFK DGYLFH RU VHUYLFHV E\ D
SHUVRQu
D LQ(QJODQGDQG:DOHV UHJDUGOHVVRIZKHWKHUWKHSHUVRQVWRZKRPWKH\
DUHSURYLGHGDUHLQ(QJODQGDQG:DOHVRUHOVHZKHUH DQG
E LQWKHFRXUVHRIDEXVLQHVVFDUULHGRQ ZKHWKHURUQRWIRUSURILW E\WKH
SHUVRQRUDQRWKHUSHUVRQ











,QGH[RIGHILQHGH[SUHVVLRQV
6FKHGXOHOLVWVWKHSODFHVZKHUHH[SUHVVLRQVXVHGLQWKLV$FWDUHGHILQHGRU
RWKHUZLVHH[SODLQHG
0LVFHOODQHRXVDQGVXSSOHPHQWDU\










3RZHUWRPDNHFRQVHTXHQWLDOSURYLVLRQHWF
7KH6HFUHWDU\RI6WDWHPD\E\RUGHUPDNHDQ\VXSSOHPHQWDU\LQFLGHQWDORU
FRQVHTXHQWLDO SURYLVLRQ DQG DQ\ WUDQVLWRU\ WUDQVLWLRQDO RU VDYLQJ SURYLVLRQ
ZKLFKWKH6HFUHWDU\RI6WDWHFRQVLGHUVQHFHVVDU\RUH[SHGLHQWu
D IRUWKHJHQHUDOSXUSRVHVRUDQ\SDUWLFXODUSXUSRVHRIWKLV$FWRU
E LQFRQVHTXHQFHRIDQ\SURYLVLRQPDGHE\RUXQGHULWRUIRUJLYLQJIXOO
HIIHFWWRLW
$Q RUGHU XQGHU WKLV VHFWLRQ PD\ PDNH SURYLVLRQ DPHQGLQJ UHSHDOLQJ RU
UHYRNLQJ ZLWKRUZLWKRXWVDYLQJV DQ\SURYLVLRQRIu
D DQ$FWSDVVHGEHIRUHRULQWKHVDPHVHVVLRQDVWKLV$FWRU
E DQLQVWUXPHQWPDGHXQGHUDQ$FWEHIRUHWKHSDVVLQJRIWKLV$FW
$QRUGHUXQGHUWKLVVHFWLRQPD\PDNHVXFKDGDSWDWLRQVRISURYLVLRQVRIWKLV
$FWEURXJKWLQWRIRUFHDVDSSHDUWREHQHFHVVDU\RUH[SHGLHQWLQFRQVHTXHQFH
RIRWKHUSURYLVLRQVRIWKLV$FWQRW\HWKDYLQJFRPHLQWRIRUFH

'UDIW%LOO







/HJDO6HUYLFHV%LOO
3DUWu0LVFHOODQHRXVDQGJHQHUDOSURYLVLRQV





3URYLVLRQPDGHXQGHUWKLVVHFWLRQLVDGGLWLRQDODQGZLWKRXWSUHMXGLFHWRWKDW
PDGHE\RUXQGHUDQ\RWKHUSURYLVLRQRIWKLV$FW
&RPPHQFHPHQW



7KLVVHFWLRQDQGVHFWLRQVDQGFRPHLQWRIRUFHRQWKHGD\WKLV$FW
LVSDVVHG



6XEMHFWWRWKDWWKHSURYLVLRQVRIWKLV$FWFRPHLQWRIRUFHRQVXFKGD\DVPD\
EHDSSRLQWHGE\RUGHURIWKH6HFUHWDU\RI6WDWH



([WHQW



6XEMHFWWRVXEVHFWLRQ  WKLV$FWH[WHQGVWR(QJODQGDQG:DOHVRQO\



$Q DPHQGPHQW RU UHSHDO FRQWDLQHG LQ WKLV $FW KDV WKH VDPH H[WHQW DV WKH
HQDFWPHQW RUUHOHYDQWSDUWRIWKHHQDFWPHQW WRZKLFKLWUHODWHVDQGVHFWLRQ
KDVHIIHFWDFFRUGLQJO\





6KRUWWLWOH
7KLV$FWPD\EHFLWHGDVWKH/HJDO6HUYLFHV$FW

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu7KH/HJDO6HUYLFHV%RDUG

6&+('8/(6

6&+('8/(

6HFWLRQ

7+(/(*$/6(59,&(6%2$5'
0HPEHUVKLS


 7KH%RDUGLVWRFRQVLVWRIWKHIROORZLQJPHPEHUVu
D DFKDLUPDQDSSRLQWHGE\WKH6HFUHWDU\RI6WDWH
E WKH&KLHI([HFXWLYHRIWKH%RDUG VHHSDUDJUDSK DQG
F DW OHDVW  EXW QRW PRUH WKDQ  RWKHU SHUVRQV DSSRLQWHG E\ WKH
6HFUHWDU\RI6WDWH



 ,Q WKLV 6FKHGXOH D UHIHUHQFH WR DQ qRUGLQDU\ PHPEHUr LV D UHIHUHQFH WR D
PHPEHURIWKH%RDUGRWKHUWKDQWKH&KLHI([HFXWLYH



 7KH 6HFUHWDU\ RI 6WDWH PD\ E\ RUGHU DPHQG VXESDUDJUDSK   E\
VXEVWLWXWLQJIRUWKHOLPLWRQWKHPD[LPXPQXPEHURISHUVRQVIRUWKHWLPH
EHLQJVSHFLILHGLQSDUDJUDSK F RIWKDWVXESDUDJUDSKDGLIIHUHQWOLPLW


 ,Q DSSRLQWLQJ SHUVRQV DV RUGLQDU\ PHPEHUV WKH 6HFUHWDU\ RI 6WDWH PXVW
HQVXUHWKDWDPDMRULW\RIWKHPHPEHUVRIWKH%RDUGDUHOD\SHUVRQV



 7KHILUVWFKDLUPDQPXVWEHDOD\SHUVRQ
 ,QWKLV6FKHGXOHDUHIHUHQFHWRDqOD\SHUVRQrLVDUHIHUHQFHWRDSHUVRQZKR
KDV QHYHU EHHQ DQ DXWKRULVHG SHUVRQ LQ UHODWLRQ WR DQ DFWLYLW\ ZKLFK LV D
UHVHUYHGOHJDODFWLYLW\
 )RUWKHSXUSRVHVRIVXESDUDJUDSK  DSHUVRQLVGHHPHGWRKDYHEHHQDQ
DXWKRULVHGSHUVRQLQUHODWLRQWRDQDFWLYLW\ZKLFKLVDUHVHUYHGOHJDODFWLYLW\
LIWKDWSHUVRQKDVEHIRUHWKHDSSRLQWHGGD\EHHQu
D DEDUULVWHU
E DVROLFLWRU
F DSXEOLFQRWDU\
G DOLFHQVHGFRQYH\DQFHURU
H JUDQWHGDULJKWRIDXGLHQFHRUDULJKWWRFRQGXFWOLWLJDWLRQLQUHODWLRQ
WRDQ\SURFHHGLQJVE\YLUWXHRIVHFWLRQ  D RUVHFWLRQ  D RI
WKH&RXUWVDQG/HJDO6HUYLFHV$FW F  ULJKWVRIDXGLHQFHDQG
ULJKWVWRFRQGXFWOLWLJDWLRQ 
 )RUWKHSXUSRVHRIVXESDUDJUDSK  u
qDSSRLQWHGGD\rPHDQVWKHGD\DSSRLQWHGE\WKH6HFUHWDU\RI6WDWHE\
RUGHUXQGHUVHFWLRQIRUWKHFRPLQJLQWRIRUFHRIVHFWLRQ
qOLFHQVHGFRQYH\DQFHUrKDVWKHPHDQLQJJLYHQE\VHFWLRQ  RIWKH
$GPLQLVWUDWLRQRI-XVWLFH$FW F  

'UDIW%LOO











/HJDO6HUYLFHV%LOO
6FKHGXOHu7KH/HJDO6HUYLFHV%RDUG



,QDSSRLQWLQJSHUVRQVWREHRUGLQDU\PHPEHUVWKH6HFUHWDU\RI6WDWHPXVW
KDYHUHJDUGWRWKHGHVLUDELOLW\RIVHFXULQJWKDWWKH%RDUGLQFOXGHVPHPEHUV
ZKR EHWZHHQWKHP KDYHH[SHULHQFHLQRUNQRZOHGJHRIu
D WKHSURYLVLRQRIOHJDOVHUYLFHV
E OHJDOHGXFDWLRQDQGOHJDOWUDLQLQJ
F FRQVXPHUDIIDLUV
G FLYLORUFULPLQDOSURFHHGLQJVDQGWKHZRUNLQJRIWKHFRXUWV
H FRPSHWLWLRQPDWWHUV
I WKH PDLQWHQDQFH RI WKH SURIHVVLRQDO VWDQGDUGV RI SHUVRQV ZKR
SURYLGHOHJDOVHUYLFHV
J WKH PDLQWHQDQFH RI VWDQGDUGV LQ SURIHVVLRQV RWKHU WKDQ WKH OHJDO
SURIHVVLRQ
K WKHKDQGOLQJRIFRPSODLQWV
L FRPPHUFLDODIIDLUV
M QRWIRUSURILWOHJDOVHUYLFHV
N WKHGLIIHULQJQHHGVRIFRQVXPHUV







7HUPVRIDSSRLQWPHQWDQGWHQXUHRIPHPEHUV




$Q RUGLQDU\ PHPEHU LV WR KROG DQG YDFDWH RIILFH LQ DFFRUGDQFH ZLWK WKH
WHUPV DQG FRQGLWLRQV RI WKDW PHPEHUpV DSSRLQWPHQW VXEMHFW WR WKLV
6FKHGXOH 



 $QRUGLQDU\PHPEHUPXVWEHDSSRLQWHGIRUDIL[HGSHULRG
 7KHSHULRGIRUZKLFKDQRUGLQDU\PHPEHULVDSSRLQWHGPXVWQRWH[FHHG
\HDUV
 $SHUVRQZKRKDVKHOGRIILFHDVDQRUGLQDU\PHPEHUPD\EHUHDSSRLQWHG
RQFHRQO\IRUDIXUWKHUSHULRG ZKHWKHUFRQVHFXWLYHRUQRW QRWH[FHHGLQJ
\HDUV







,IDQRUGLQDU\PHPEHUZKRLVDOD\SHUVRQEHFRPHVDQDXWKRULVHGSHUVRQLQ
UHODWLRQWRDQDFWLYLW\ZKLFKLVDUHVHUYHGOHJDODFWLYLW\WKDWSHUVRQFHDVHVWR
EHDPHPEHURIWKH%RDUG
 $QRUGLQDU\PHPEHUPD\DWDQ\WLPHu
D UHVLJQIURPRIILFHE\JLYLQJQRWLFHWRWKH6HFUHWDU\RI6WDWH
E EHUHPRYHGIURPRIILFHE\WKH6HFUHWDU\RI6WDWH
 7KH 6HFUHWDU\ RI 6WDWH PD\ QRW XQGHU VXESDUDJUDSK  E  UHPRYH DQ
RUGLQDU\PHPEHUIURPRIILFHXQOHVVWKH6HFUHWDU\RI6WDWHLVVDWLVILHGWKDWWKH
PHPEHUu
D KDVIDLOHGZLWKRXWUHDVRQDEOHH[FXVHWRGLVFKDUJHWKHIXQFWLRQVRIWKH
RIILFHIRUDFRQWLQXRXVSHULRGRIDWOHDVWPRQWKV
E KDVEHHQFRQYLFWHGRIDQRIIHQFH
F LVDQXQGLVFKDUJHGEDQNUXSWRU
G LV RWKHUZLVH XQILW WR KROG WKH RIILFH RU XQDEOH WR GLVFKDUJH LWV
IXQFWLRQV
 ,QWKHFDVHRIDQRUGLQDU\PHPEHU RWKHUWKDQWKHFKDLUPDQ WKH6HFUHWDU\
RI6WDWHPXVWFRQVXOWWKHFKDLUPDQEHIRUHUHPRYLQJWKHPHPEHUXQGHUVXE
SDUDJUDSK  E 

'UDIW%LOO









/HJDO6HUYLFHV%LOO
6FKHGXOHu7KH/HJDO6HUYLFHV%RDUG

 7KH6HFUHWDU\RI6WDWHPD\QRWUHPRYHDQRUGLQDU\PHPEHURQWKHJURXQG
PHQWLRQHGLQSDUDJUDSK D RIVXESDUDJUDSK  PRUHWKDQPRQWKVDIWHU
WKHHQGRIWKHSHULRGPHQWLRQHGLQWKDWSDUDJUDSK


7KH FKDLUPDQ FHDVHV WR EH FKDLUPDQ XSRQ FHDVLQJ WR EH D PHPEHU RI WKH
%RDUG



:KHUHDSHUVRQFHDVHVWREHHPSOR\HGDV&KLHI([HFXWLYHWKDWSHUVRQFHDVHV
WREHDPHPEHURIWKH%RDUG



5HPXQHUDWLRQHWFRIPHPEHUV


7KHFKDLUPDQDQGRWKHURUGLQDU\PHPEHUVDUHWREHSDLGE\WKH%RDUGLQ
DFFRUGDQFHZLWKSURYLVLRQPDGHE\RUXQGHUWKHLUWHUPVRIDSSRLQWPHQW



6WDII


7KH%RDUGPXVWDSSRLQWDSHUVRQDVLWV&KLHI([HFXWLYH



7KH%RDUGPD\DSSRLQWVXFKRWKHUVWDIIDVLWFRQVLGHUVDSSURSULDWHWRDVVLVW
LQWKHSHUIRUPDQFHRILWVIXQFWLRQV



7KH&KLHI([HFXWLYHDQGRWKHUVWDIIDUHWREHu
D DSSRLQWHGRQWHUPVDQGFRQGLWLRQVGHWHUPLQHGE\WKH%RDUGDQG
E SDLGE\WKH%RDUGLQDFFRUGDQFHZLWKSURYLVLRQPDGHE\RUXQGHU
WKHWHUPVRIDSSRLQWPHQW



7KHWHUPVDQGFRQGLWLRQVRQZKLFKWKH&KLHI([HFXWLYHRUDQ\RWKHUPHPEHU
RIVWDIILVDSSRLQWHGPD\SURYLGHIRUWKH%RDUGWRSD\RUPDNHSD\PHQWV
WRZDUGVWKHSURYLVLRQRIDSHQVLRQDOORZDQFHRUJUDWXLW\WRRULQUHVSHFWRI
WKDWSHUVRQ



$PHPEHURIVWDIIDSSRLQWHGXQGHUSDUDJUDSKPD\EHDPHPEHU EXWQRW
FKDLUPDQ RIWKH%RDUG

$UUDQJHPHQWVIRUDVVLVWDQFH








 7KH %RDUG PD\ PDNH DUUDQJHPHQWV ZLWK VXFK SHUVRQV DV LW FRQVLGHUV
DSSURSULDWHIRUDVVLVWDQFHWREHSURYLGHGWRLW
 $UUDQJHPHQWVPD\LQFOXGHWKHSD\LQJRIIHHVWRVXFKSHUVRQV

&RPPLWWHHV


 7KH%RDUGPD\HVWDEOLVKFRPPLWWHHV



 $Q\FRPPLWWHHVRHVWDEOLVKHGPD\HVWDEOLVKVXEFRPPLWWHHV
 2QO\ PHPEHUV RI WKH %RDUG PD\ EH PHPEHUV RI D FRPPLWWHH RU VXE
FRPPLWWHH
 $ PDMRULW\ RI WKH PHPEHUV RI D FRPPLWWHH RU VXEFRPPLWWHH PXVW EH OD\
SHUVRQV
3URFHHGLQJV


 7KH %RDUG PD\ UHJXODWH LWV RZQ SURFHGXUH DQG WKH SURFHGXUH RI LWV
FRPPLWWHHVDQGVXEFRPPLWWHHVLQFOXGLQJTXRUXP

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu7KH/HJDO6HUYLFHV%RDUG

 %XWWKHTXRUXPRIDFRPPLWWHHRUVXEFRPPLWWHHPXVWQRWEHOHVVWKDQ
 7KH%RDUGPXVWSXEOLVKDQ\UXOHVRISURFHGXUHPDGHXQGHUWKLVSDUDJUDSK
 7KLVSDUDJUDSKLVZLWKRXWSUHMXGLFHWRDQ\RWKHUSRZHUWKH%RDUGKDVXQGHU
WKLV$FWWRPDNHUXOHV


7KHYDOLGLW\RIDQ\DFWRIWKH%RDUGLVQRWDIIHFWHGu
D E\DYDFDQF\LQWKHRIILFHRIFKDLUPDQRUDPRQJVWWKHRWKHUPHPEHUV
RU
E E\DGHIHFWLQWKHDSSRLQWPHQWRUDQ\GLVTXDOLILFDWLRQRIDSHUVRQDV
FKDLUPDQRUDQRWKHUPHPEHURIWKH%RDUG

'HOHJDWLRQRIIXQFWLRQV




 7KH%RDUGPD\DXWKRULVHu
D WKHFKDLUPDQWKH&KLHI([HFXWLYHRUDQ\RWKHUPHPEHURIWKH%RDUG
E DFRPPLWWHHRUVXEFRPPLWWHHRIWKH%RDUGRU
F DPHPEHURIVWDIIDSSRLQWHGXQGHUSDUDJUDSK
WR H[HUFLVH RQ EHKDOI RI WKH %RDUG VXFK RI LWV IXQFWLRQV LQ VXFK
FLUFXPVWDQFHVDVLWPD\GHWHUPLQH
 $FRPPLWWHHPD\GHOHJDWHIXQFWLRQV LQFOXGLQJIXQFWLRQVGHOHJDWHGWRWKH
FRPPLWWHH WRu
D DVXEFRPPLWWHH
E WKHFKDLUPDQWKH&KLHI([HFXWLYHRUDQ\RWKHUPHPEHURIWKH%RDUG
RU
F DPHPEHURIVWDIIDSSRLQWHGXQGHUSDUDJUDSK
 7KLVSDUDJUDSKLVVXEMHFWWRu
D DQ\SURYLVLRQPDGHE\DQRUGHUXQGHUVHFWLRQE\YLUWXHRIVHFWLRQ
  G  SRZHUV WR DXWKRULVH WKH %RDUG WR GHOHJDWH WR DQ\ SHUVRQ
IXQFWLRQVFRQIHUUHGRQLWLQLWVFDSDFLW\DVDQDSSURYHGUHJXODWRU 
DQG
E VHFWLRQ  D  SRZHUWRGHOHJDWHWRDQ\SHUVRQIXQFWLRQVFRQIHUUHG
RQWKH%RDUGLQLWVFDSDFLW\DVDOLFHQVLQJDXWKRULW\ 

%RUURZLQJ









7KH%RDUGLVQRWWRERUURZPRQH\H[FHSWu
D ZLWKWKHFRQVHQWRIWKH6HFUHWDU\RI6WDWHRU
E LQDFFRUGDQFHZLWKDJHQHUDODXWKRULVDWLRQJLYHQE\WKH6HFUHWDU\RI
6WDWH


$FFRXQWV




 7KH%RDUGPXVWu
D NHHSSURSHUDFFRXQWVDQGSURSHUUHFRUGVLQUHODWLRQWRWKHDFFRXQWV
DQG
E SUHSDUHLQUHVSHFWRIHDFKILQDQFLDO\HDUDVWDWHPHQWRIDFFRXQWV
 (DFKVWDWHPHQWRIDFFRXQWVPXVWFRPSO\ZLWKDQ\GLUHFWLRQVJLYHQE\WKH
6HFUHWDU\RI6WDWHZLWKWKHDSSURYDORIWKH7UHDVXU\DVWRu

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu7KH/HJDO6HUYLFHV%RDUG
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WKHLQIRUPDWLRQWREHFRQWDLQHGLQLWDQGWKHPDQQHULQZKLFKLWLVWR
EHSUHVHQWHG
WKHPHWKRGVDQGSULQFLSOHVDFFRUGLQJWRZKLFKWKHVWDWHPHQWLVWREH
SUHSDUHG
WKHDGGLWLRQDOLQIRUPDWLRQ LIDQ\ ZKLFKLVWREHSURYLGHGIRUWKH
LQIRUPDWLRQRI3DUOLDPHQW

 7KH%RDUGPXVWJLYHDFRS\RIHDFKVWDWHPHQWRIDFFRXQWVu
D WRWKH6HFUHWDU\RI6WDWHDQG
E WRWKH&RPSWUROOHUDQG$XGLWRU*HQHUDO
EHIRUHWKHHQGRIWKHPRQWKRI$XJXVWQH[WIROORZLQJWKHILQDQFLDO\HDUWR
ZKLFKWKHVWDWHPHQWUHODWHV
 7KH&RPSWUROOHUDQG$XGLWRU*HQHUDOPXVWu
D H[DPLQHFHUWLI\DQGUHSRUWRQHDFKVWDWHPHQWRIDFFRXQWVZKLFKLV
UHFHLYHGXQGHUVXESDUDJUDSK  DQG
E OD\ D FRS\ RI HDFK VWDWHPHQW DQG RI WKH &RPSWUROOHU DQG $XGLWRU
*HQHUDOpVUHSRUWEHIRUH3DUOLDPHQW
 q)LQDQFLDO\HDUrPHDQVu
D WKHSHULRGEHJLQQLQJZLWKWKHGD\RQZKLFKWKH%RDUGLVHVWDEOLVKHG
DQGHQGLQJZLWKWKHIROORZLQJ0DUFKDQG
E HDFKVXFFHVVLYHSHULRGRIPRQWKV









6WDWXV


 7KH%RDUGLVQRWWREHUHJDUGHGu
D DVWKHVHUYDQWRUDJHQWRIWKH&URZQRU
E DVHQMR\LQJDQ\VWDWXVLPPXQLW\RUSULYLOHJHRIWKH&URZQ
 $FFRUGLQJO\WKH%RDUGpVSURSHUW\LVQRWWREHUHJDUGHGDVSURSHUW\RIRU
KHOGRQEHKDOIRIWKH&URZQ



$SSOLFDWLRQRIVHDODQGSURRIRILQVWUXPHQWV


7KH DSSOLFDWLRQ RI WKH VHDO RI WKH %RDUG LV WR EH DXWKHQWLFDWHG E\ WKH
VLJQDWXUH RI DQ\ PHPEHU RI WKH %RDUG RU RI LWV VWDII ZKR KDV EHHQ
DXWKRULVHG ZKHWKHUJHQHUDOO\RUVSHFLILFDOO\ E\WKH%RDUGIRUWKHSXUSRVH



$Q\ FRQWUDFW RU LQVWUXPHQW ZKLFK LI HQWHUHG LQWR RU H[HFXWHG E\ DQ
LQGLYLGXDOZRXOGQRWQHHGWREHXQGHUVHDOPD\EHHQWHUHGLQWRRUH[HFXWHG
RQ EHKDOI RI WKH %RDUG E\ DQ\ SHUVRQ ZKR KDV EHHQ DXWKRULVHG ZKHWKHU
JHQHUDOO\RUVSHFLILFDOO\ E\WKH%RDUGIRUWKHSXUSRVH



$GRFXPHQWSXUSRUWLQJWREHGXO\H[HFXWHGXQGHUWKHVHDORIWKH%RDUGRU
VLJQHGRQLWVEHKDOIu
D LVWREHUHFHLYHGLQHYLGHQFHDQG
E LV WR EH WDNHQ WR EH H[HFXWHG RU VLJQHG LQ WKDW ZD\ XQOHVV WKH
FRQWUDU\LVSURYHG





'LVTXDOLILFDWLRQ




 ,Q3DUWRI6FKHGXOHWRWKH+RXVHRI&RPPRQV'LVTXDOLILFDWLRQ$FW
F   ERGLHV RI ZKLFK DOO PHPEHUV DUH GLVTXDOLILHG  DW WKH DSSURSULDWH

'UDIW%LOO



/HJDO6HUYLFHV%LOO
6FKHGXOHu7KH/HJDO6HUYLFHV%RDUG

SODFHLQVHUWu
q7KH/HJDO6HUYLFHV%RDUGr
 ,Q3DUWRI6FKHGXOHWRWKH1RUWKHUQ,UHODQG$VVHPEO\'LVTXDOLILFDWLRQ
$FW  F   ERGLHV RI ZKLFK DOO PHPEHUV DUH GLVTXDOLILHG  DW WKH
DSSURSULDWHSODFHLQVHUWu
q7KH/HJDO6HUYLFHV%RDUGr



)UHHGRPRILQIRUPDWLRQ


,Q3DUWRI6FKHGXOHWRWKH)UHHGRPRI,QIRUPDWLRQ$FW F   RWKHU
SXEOLF ERGLHV DQG RIILFHV ZKLFK DUH SXEOLF DXWKRULWLHV  DW WKH DSSURSULDWH
SODFHLQVHUWu
q7KH/HJDO6HUYLFHV%RDUGr



3XEOLFUHFRUGV


,Q 6FKHGXOH  WR WKH 3XEOLF 5HFRUGV $FW  F   GHILQLWLRQ RI SXEOLF
UHFRUGV  DW WKH DSSURSULDWH SODFH LQ 3DUW  RI WKH 7DEOH DW WKH HQG RI
SDUDJUDSKLQVHUWu
q7KH/HJDO6HUYLFHV%RDUGr



([HPSWLRQIURPOLDELOLW\LQGDPDJHV


 7KLVSDUDJUDSKDSSOLHVWRu
D WKH%RDUG
E DPHPEHURIWKH%RDUG
F DPHPEHURIWKH%RDUGpVVWDIIDSSRLQWHGXQGHUSDUDJUDSK
G D SHUVRQ WR ZKRP WKH %RDUG LQ LWV FDSDFLW\ DV DQ DSSURYHG
UHJXODWRU GHOHJDWHVDQ\RILWVIXQFWLRQVE\YLUWXHRISURYLVLRQPDGH
XQGHUVHFWLRQ  G DQG
H DSHUVRQWRZKRPWKH%RDUG LQLWVFDSDFLW\DVDOLFHQVLQJDXWKRULW\
GHOHJDWHVDQ\RILWVIXQFWLRQVE\YLUWXHRIVHFWLRQ  D 



 $ SHUVRQ WR ZKRP WKLV SDUDJUDSK DSSOLHV LV QRW OLDEOH LQ GDPDJHV IRU
DQ\WKLQJ GRQH RU RPLWWHG LQ WKH H[HUFLVH RU SXUSRUWHG H[HUFLVH RI WKH
IXQFWLRQV RI WKH %RDUG FRQIHUUHG E\ RU E\ YLUWXH RI WKLV RU DQ\ RWKHU
HQDFWPHQW



 %XWVXESDUDJUDSK  GRHVQRWDSSO\u
D LILWLVVKRZQWKDWWKHDFWRURPLVVLRQZDVLQEDGIDLWKRU
E VRDVWRSUHYHQWDQDZDUGRIGDPDJHVPDGHLQUHVSHFWRIDQDFWRU
RPLVVLRQRQWKHJURXQGWKDWWKHDFWRURPLVVLRQZDVXQODZIXODVD
UHVXOWRIVHFWLRQ  RIWKH+XPDQ5LJKWV$FW F  



6&+('8/(
7+(5(6(59('/(*$/$&7,9,7,(6
,QWURGXFWLRQ




7KLV6FKHGXOHPDNHVSURYLVLRQDERXWWKHUHVHUYHGOHJDODFWLYLWLHV

'UDIW%LOO

6HFWLRQ



/HJDO6HUYLFHV%LOO
6FKHGXOHu7KHUHVHUYHGOHJDODFWLYLWLHV

5LJKWVRIDXGLHQFH


 $qULJKWRIDXGLHQFHrPHDQVWKHULJKWWRDSSHDUEHIRUHDQGDGGUHVVDFRXUW
LQFOXGLQJWKHULJKWWRFDOODQGH[DPLQHZLWQHVVHV
 %XWDqULJKWRIDXGLHQFHrGRHVQRWLQFOXGHDULJKWWRDSSHDUEHIRUHRUDGGUHVV
DFRXUWRUWRFDOORUH[DPLQHZLWQHVVHVLQUHODWLRQWRDQ\SDUWLFXODUFRXUWRU
LQ UHODWLRQ WR SDUWLFXODU SURFHHGLQJV LI LPPHGLDWHO\ EHIRUH WKH DSSRLQWHG
GD\QRUHVWULFWLRQZDVSODFHGRQWKHSHUVRQVHQWLWOHGWRH[HUFLVHWKDWULJKW
 ,QWKLVSDUDJUDSKqDSSRLQWHGGD\rLVWKHGD\DSSRLQWHGXQGHUVHFWLRQ
IRUWKHFRPLQJLQWRIRUFHRIVHFWLRQ HQWLWOHPHQWWRFDUU\RQUHVHUYHGOHJDO
DFWLYLWLHV 





&RQGXFWRIOLWLJDWLRQ


 7KHqFRQGXFWRIOLWLJDWLRQrPHDQVu
D WKHLVVXLQJRISURFHHGLQJVEHIRUHDQ\FRXUWLQ(QJODQGDQG:DOHV
DQG
E WKH SHUIRUPDQFH RI DQ\ DQFLOODU\ IXQFWLRQV LQ UHODWLRQ WR VXFK
SURFHHGLQJV VXFKDVHQWHULQJDSSHDUDQFHVWRDFWLRQV 
 %XW WKH qFRQGXFW RI OLWLJDWLRQr GRHV QRW LQFOXGH DQ\ DFWLYLW\ ZLWKLQ
SDUDJUDSK D RU E RIVXESDUDJUDSK  LQUHODWLRQWRDQ\SDUWLFXODUFRXUW
RU LQ UHODWLRQ WR DQ\ SDUWLFXODU SURFHHGLQJV LI LPPHGLDWHO\ EHIRUH WKH
DSSRLQWHGGD\QRUHVWULFWLRQZDVSODFHGRQWKHSHUVRQVHQWLWOHGWRFDUU\RQ
WKDWDFWLYLW\





 ,QWKLVSDUDJUDSKqDSSRLQWHGGD\rKDVWKHVDPHPHDQLQJDVLQSDUDJUDSK
5HVHUYHGLQVWUXPHQWDFWLYLWLHV


 q5HVHUYHGLQVWUXPHQWDFWLYLWLHVrPHDQVu
D SUHSDULQJDQ\LQVWUXPHQWRIWUDQVIHURUFKDUJHIRUWKHSXUSRVHVRI
WKH/DQG5HJLVWUDWLRQ$FW F  
E PDNLQJDQDSSOLFDWLRQRUORGJLQJDGRFXPHQWIRUUHJLVWUDWLRQXQGHU
WKDW$FW
F SUHSDULQJDQ\RWKHULQVWUXPHQWUHODWLQJWRUHDORUSHUVRQDOHVWDWHIRU
WKHSXUSRVHVRIWKHODZRI(QJODQGDQG:DOHVRULQVWUXPHQWUHODWLQJ
WROHJDOSURFHHGLQJVLQ(QJODQGDQG:DOHV
 ,Q WKLV SDUDJUDSK qLQVWUXPHQWr LQFOXGHV D FRQWUDFW IRU WKH VDOH RU RWKHU
GLVSRVLWLRQRIODQG H[FHSWDFRQWUDFWWRJUDQWDVKRUWOHDVH EXWGRHVQRW
LQFOXGHu
D DZLOORURWKHUWHVWDPHQWDU\LQVWUXPHQW
E DQ DJUHHPHQW QRW LQWHQGHG WR EH H[HFXWHG DV D GHHG RWKHU WKDQ D
FRQWUDFWWKDWLVLQFOXGHGE\YLUWXHRIWKHSUHFHGLQJSURYLVLRQVRIWKLV
VXESDUDJUDSK
F DOHWWHURUSRZHURIDWWRUQH\RU
G DWUDQVIHURIVWRFNFRQWDLQLQJQRWUXVWRUOLPLWDWLRQRIWKHWUDQVIHU
 ,Q WKLV SDUDJUDSK D qVKRUW OHDVHr PHDQV D OHDVH VXFK DV LV UHIHUUHG WR LQ
VHFWLRQ  RIWKH/DZRI3URSHUW\$FW F   VKRUWOHDVHV 

'UDIW%LOO











/HJDO6HUYLFHV%LOO
6FKHGXOHu7KHUHVHUYHGOHJDODFWLYLWLHV

3UREDWHDFWLYLWLHV


 q3UREDWHDFWLYLWLHVrPHDQVSUHSDULQJDQ\SUREDWHSDSHUVIRUWKHSXUSRVHVRI
WKHODZRI(QJODQGDQG:DOHVRULQUHODWLRQWRDQ\SURFHHGLQJVLQ(QJODQG
DQG:DOHV
 ,Q WKLV SDUDJUDSK qSUREDWH SDSHUVr PHDQV SDSHUV RQ ZKLFK WR IRXQG RU
RSSRVHu
D DJUDQWRISUREDWHRU
E DJUDQWRIOHWWHUVRIDGPLQLVWUDWLRQ



1RWDULDODFWLYLWLHV


 q1RWDULDO DFWLYLWLHVr PHDQV DFWLYLWLHV ZKLFK LPPHGLDWHO\ EHIRUH WKH
DSSRLQWHG GD\ ZHUH FXVWRPDULO\ FDUULHG RQ E\ YLUWXH RI HQUROPHQW DV D
QRWDU\LQDFFRUGDQFHZLWKVHFWLRQRIWKH3XEOLF1RWDULHV$FW F  
 6XESDUDJUDSK  GRHVQRWLQFOXGHDFWLYLWLHVFDUULHGRQu
D E\YLUWXHRIVHFWLRQRURIWKH6ROLFLWRUV$FW F   UHVHUYHG
LQVWUXPHQWDFWLYLWLHVDQGSUREDWHDFWLYLWLHV RU
E E\ YLUWXH RI VHFWLRQ  RI WKH&RXUWV DQG /HJDO 6HUYLFHV $FW 
F  DGPLQLVWUDWLRQRIRDWKV 





 ,QWKLVSDUDJUDSKqDSSRLQWHGGD\rKDVWKHVDPHPHDQLQJDVLQSDUDJUDSK
$GPLQLVWUDWLRQRIRDWKV


7KHqDGPLQLVWUDWLRQRIRDWKVrPHDQVWKHH[HUFLVHRIWKHULJKWVFRQIHUUHGRQ
DFRPPLVVLRQHURIRDWKVE\u
D WKH&RPPLVVLRQHUVIRU2DWKV$FW F  
E WKH&RPPLVVLRQHUVIRU2DWKV$FW F  DQG
F VHFWLRQRIWKH6WDPS'XWLHV0DQDJHPHQW$FW F  



6HFWLRQ



 7KLVSDUDJUDSKDSSOLHVWRGHWHUPLQHZKHWKHUDSHUVRQLVDQH[HPSWSHUVRQ
IRUWKHSXUSRVHRIH[HUFLVLQJDULJKWRIDXGLHQFHEHIRUHDFRXUWLQUHODWLRQWR
DQ\SURFHHGLQJV



6&+('8/(
(;(0373(56216
5LJKWVRIDXGLHQFH


 7KHSHUVRQLVH[HPSWLIWKHSHUVRQu
D LVQRWDQDXWKRULVHGSHUVRQLQUHODWLRQWRWKDWDFWLYLW\EXW
E KDV D ULJKW RI DXGLHQFH JUDQWHG E\ WKDW FRXUW LQ UHODWLRQ WR WKRVH
SURFHHGLQJV
 7KHSHUVRQLVH[HPSWLIWKHSHUVRQu
D LVQRWDQDXWKRULVHGSHUVRQLQUHODWLRQWRWKDWDFWLYLW\EXW
E KDV D ULJKW RI DXGLHQFH EHIRUH WKDW FRXUW LQ UHODWLRQ WR WKRVH
SURFHHGLQJVJUDQWHGE\RUXQGHUDQ\HQDFWPHQW

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu([HPSWSHUVRQV

 7KHSHUVRQLVH[HPSWLIWKHSHUVRQu
D LVDSDUW\WRWKRVHSURFHHGLQJVDQG
E ZRXOGKDYHDULJKWRIDXGLHQFHLQWKHSHUVRQpVFDSDFLW\DVVXFKD
SDUW\LIWKLV$FWKDGQRWEHHQSDVVHG
 7KHSHUVRQLVH[HPSWLIu
D WKHSHUVRQLVDQLQGLYLGXDOHPSOR\HG ZKHWKHUZKROO\RULQSDUW RU
RWKHUZLVHHQJDJHGWRDVVLVWLQWKHFRQGXFWRIOLWLJDWLRQDQGLVGRLQJ
VR XQGHU LQVWUXFWLRQV JLYHQ HLWKHU JHQHUDOO\ RU LQ UHODWLRQ WR WKH
SURFHHGLQJV E\DSHUVRQWRZKRPVXESDUDJUDSK  DSSOLHVDQG
E WKHSURFHHGLQJVDUHEHLQJKHDUGLQFKDPEHUVLQWKH+LJK&RXUWRUD
FRXQW\FRXUWDQGDUHQRWUHVHUYHGIDPLO\SURFHHGLQJV
 7KLVVXESDUDJUDSKDSSOLHVWRu
D DQ\DXWKRULVHGSHUVRQLQUHODWLRQWRDQDFWLYLW\ZKLFKFRQVWLWXWHVWKH
FRQGXFWRIOLWLJDWLRQ
E DQ\SHUVRQZKRLVH[HPSWIURPWKHUHTXLUHPHQWWREHDQDXWKRULVHG
SHUVRQ LQ UHODWLRQ WR VXFK DQ DFWLYLW\ E\ YLUWXH RI VHFWLRQ  
VDYLQJIRUVROLFLWRUVWRSXEOLFGHSDUWPHQWV 
 $SHUVRQLVDQH[HPSWSHUVRQWRWKHH[WHQWWKDWWKHH[HUFLVHRIWKHULJKWRI
DXGLHQFH DOVR FRQVWLWXWHV WKH SURYLVLRQ RI LPPLJUDWLRQ DGYLFH RU
LPPLJUDWLRQVHUYLFHVE\WKHSHUVRQDQGu
D WKHSHUVRQLVDTXDOLILHGSHUVRQIRUWKHSXUSRVHVRIVHFWLRQRIWKH
,PPLJUDWLRQDQG$V\OXP$FW F   SURYLVLRQRILPPLJUDWLRQ
DGYLFHRULPPLJUDWLRQVHUYLFHV RU
E VXEVHFWLRQ  RIWKDWVHFWLRQ UHTXLUHPHQWWREHDTXDOLILHGSHUVRQWR
SURYLGHLPPLJUDWLRQDGYLFHRULPPLJUDWLRQVHUYLFHV GRHVQRWDSSO\
WRWKHSHUVRQE\YLUWXHRIVXEVHFWLRQ  RU  RIWKDWVHFWLRQ
 )RUWKHSXUSRVHVRIWKLVSDUDJUDSKu
qIDPLO\SURFHHGLQJVrKDVWKHVDPHPHDQLQJDVLQWKH0DWULPRQLDODQG
)DPLO\ 3URFHHGLQJV $FW  F   DQG DOVR LQFOXGHV DQ\ RWKHU
SURFHHGLQJV ZKLFK DUH IDPLO\ SURFHHGLQJV IRU WKH SXUSRVHV RI WKH
&KLOGUHQ$FW F  
qUHVHUYHG IDPLO\ SURFHHGLQJVr PHDQV VXFK FDWHJRU\ RI IDPLO\
SURFHHGLQJV DV WKH 6HFUHWDU\ RI 6WDWH PD\ DIWHU FRQVXOWLQJ WKH
3UHVLGHQW RI WKH /DZ 6RFLHW\ DQG ZLWK WKH FRQFXUUHQFH RI WKH
3UHVLGHQWRIWKH)DPLO\'LYLVLRQE\RUGHUSUHVFULEH
DQGDQ\RUGHUPDGHXQGHUVHFWLRQ  RIWKH&RXUWVDQG/HJDO6HUYLFHV$FW
 F   EHIRUH WKH GD\ DSSRLQWHG IRU WKH FRPLQJ LQWR IRUFH RI WKLV
SDUDJUDSKLVWRKDYHHIIHFWRQDQGDIWHUWKDWGD\DVLILWZHUHDQRUGHUPDGH
XQGHUWKLVVXESDUDJUDSK
&RQGXFWRIOLWLJDWLRQ


















 7KLVSDUDJUDSKDSSOLHVWRGHWHUPLQHZKHWKHUDSHUVRQLVDQH[HPSWSHUVRQ
IRUWKHSXUSRVHRIFDUU\LQJRQDQ\DFWLYLW\ZKLFKFRQVWLWXWHVWKHFRQGXFWRI
OLWLJDWLRQLQUHODWLRQWRDQ\SURFHHGLQJV
 7KHSHUVRQLVH[HPSWLIWKHSHUVRQu
D LVQRWDQDXWKRULVHGSHUVRQLQUHODWLRQWRWKDWDFWLYLW\EXW
E KDVDULJKWWRFRQGXFWOLWLJDWLRQJUDQWHGE\DFRXUWLQUHODWLRQWRWKRVH
SURFHHGLQJV

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu([HPSWSHUVRQV

 7KHSHUVRQLVH[HPSWLIWKHSHUVRQu
D LVQRWDQDXWKRULVHGSHUVRQLQUHODWLRQWRWKDWDFWLYLW\EXW
E KDV D ULJKW WR FRQGXFW OLWLJDWLRQ LQ UHODWLRQ WR WKRVH SURFHHGLQJV
JUDQWHGE\RUXQGHUDQ\HQDFWPHQW
 7KHSHUVRQLVH[HPSWLIWKHSHUVRQu
D LVDSDUW\WRWKRVHSURFHHGLQJVDQG
E ZRXOGKDYHDULJKWWRFRQGXFWWKHOLWLJDWLRQLQWKHSHUVRQpVFDSDFLW\
DVVXFKDSDUW\LIWKLV$FWKDGQRWEHHQSDVVHG
 $SHUVRQLVDQH[HPSWSHUVRQWRWKHH[WHQWWKDWWKHFDUU\LQJRQRIWKHDFWLYLW\
DOVRFRQVWLWXWHVWKHSURYLVLRQRILPPLJUDWLRQDGYLFHRULPPLJUDWLRQVHUYLFHV
E\WKHSHUVRQDQGu
D WKHSHUVRQLVDTXDOLILHGSHUVRQIRUWKHSXUSRVHVRIVHFWLRQRIWKH
,PPLJUDWLRQDQG$V\OXP$FW F   SURYLVLRQRILPPLJUDWLRQ
DGYLFHRULPPLJUDWLRQVHUYLFHV RU
E VXEVHFWLRQ  RIWKDWVHFWLRQ UHTXLUHPHQWWREHDTXDOLILHGSHUVRQWR
SURYLGHLPPLJUDWLRQDGYLFHRULPPLJUDWLRQVHUYLFHV GRHVQRWDSSO\
WRWKHSHUVRQE\YLUWXHRIVXEVHFWLRQ  RU  RIWKDWVHFWLRQ







5HVHUYHGLQVWUXPHQWDFWLYLWLHV


 7KLVSDUDJUDSKDSSOLHVWRGHWHUPLQHZKHWKHUDSHUVRQLVDQH[HPSWSHUVRQ
IRU WKH SXUSRVH RI FDUU\LQJ RQ DQ\ DFWLYLW\ ZKLFK FRQVWLWXWHV UHVHUYHG
LQVWUXPHQWDFWLYLWLHV



 $SHUVRQLVH[HPSWLIWKHSHUVRQSUHSDUHVWKHLQVWUXPHQWVRUDSSOLFDWLRQVLQ
WKHFRXUVHRIWKHSHUVRQpVGXW\DVDSXEOLFRIILFHU
 $SHUVRQ q(r LVH[HPSWLIu
D (LVDQLQGLYLGXDO
E (FDUULHVRQWKHDFWLYLW\DWWKHGLUHFWLRQDQGXQGHUWKHVXSHUYLVLRQRI
DQRWKHULQGLYLGXDO q3r 
F ZKHQ(GRHVVR3DQG(DUHFRQQHFWHGDQG
G 3LVHQWLWOHGWRFDUU\RQWKHDFWLYLW\RWKHUZLVHWKDQE\YLUWXHRIVXE
SDUDJUDSK  
 )RUWKHSXUSRVHVRIVXESDUDJUDSK  3DQG(DUHFRQQHFWHGLIu
D 3LV(pVHPSOR\HU
E 3LVDSDUWQHURI(pVHPSOR\HU
F 3LVDIHOORZHPSOR\HHRI(
G 3 LV DQ RIILFHU RU HPSOR\HH RI D ERG\ FRUSRUDWH UHFRJQLVHG XQGHU
VHFWLRQRIWKH$GPLQLVWUDWLRQRI-XVWLFH$FW F  DQG(LVDOVR
VXFKDQRIILFHURUHPSOR\HH
H WKHIROORZLQJFRQGLWLRQVDUHVDWLVILHGu
L 3 LV DQ RIILFHU RU HPSOR\HH RI D ERG\ FRUSRUDWH UHFRJQLVHG
XQGHUVHFWLRQRIWKH$GPLQLVWUDWLRQRI-XVWLFH$FW
LL (LVDOVRVXFKDQRIILFHURUHPSOR\HHDQG
LLL WKHDFWLYLW\ZDVFDUULHGRQLQWKHFRXUVHRIWKHSURYLVLRQRI
FRQYH\DQFLQJ VHUYLFHV ZKLFK WKH ERG\ FRUSRUDWH ZDV QRW
SUHFOXGHGIURPXQGHUWDNLQJWRSURYLGHDVDUHFRJQLVHGERG\
E\ DQ\ UHVWULFWLRQV LPSRVHG E\ YLUWXH RI UXOHV ZLWKLQ
VXEVHFWLRQ  G RIWKDWVHFWLRQRU
I WKHIROORZLQJFRQGLWLRQVDUHVDWLVILHGu

'UDIW%LOO













/HJDO6HUYLFHV%LOO
6FKHGXOHu([HPSWSHUVRQV

L
LL
LLL

3LVDSDUWQHULQRUDQRIILFHURUHPSOR\HHRIDOLFHQVHGERG\
(LVDOVRVXFKDSDUWQHURIILFHURUHPSOR\HHDQG
WKHOLFHQVHGERG\LVDXWKRULVHGE\LWVOLFHQFHXQGHU3DUWWR
FDUU\RQWKHDFWLYLW\

 ,IDSHUVRQLVDQDFFUHGLWHGSHUVRQWKHSHUVRQLVH[HPSWWRWKHH[WHQWWKDWWKH
DFWLYLW\FRQVLVWVRIWKHSUHSDUDWLRQRIDQ\LQVWUXPHQWu
D ZKLFKFUHDWHVRUZKLFKWKHSHUVRQEHOLHYHVRQUHDVRQDEOHJURXQGV
ZLOO FUHDWH D IDUP EXVLQHVV WHQDQF\ ZLWKLQ WKH PHDQLQJ RI WKH
$JULFXOWXUDO7HQDQFLHV$FW F  RU
E ZKLFKUHODWHVWRDQH[LVWLQJWHQDQF\ZKLFKLVRUZKLFKWKHSHUVRQ
EHOLHYHVRQUHDVRQDEOHJURXQGVWREHVXFKDWHQDQF\
 ,QVXESDUDJUDSK  qDFFUHGLWHGSHUVRQrPHDQVDSHUVRQZKRLVu
D D)HOORZRIWKH&HQWUDO$VVRFLDWLRQRI$JULFXOWXUDO9DOXHUVRU
E DQ $VVRFLDWH RU )HOORZ RI WKH 5R\DO ,QVWLWXWLRQ RI &KDUWHUHG
6XUYH\RUV







 $SHUVRQLVDQH[HPSWSHUVRQWRWKHH[WHQWWKDWWKHDFWLYLW\FDUULHGRQE\WKH
SHUVRQ LV DOVR D UHVHUYHG OHJDO DFWLYLW\ ZLWKLQ VXESDUDJUDSK   DQG WKH
SHUVRQLVu
D DXWKRULVHG WR FDUU\ RQ WKH DFWLYLW\ RWKHU WKDQ XQGHU 3DUW   E\ D
UHOHYDQWDSSURYHGUHJXODWRULQUHODWLRQWRWKHDFWLYLW\
E DXWKRULVHGWRFDUU\RQWKHDFWLYLW\E\DOLFHQFHXQGHU3DUWRU
F DQH[HPSWSHUVRQLQUHODWLRQWRWKHDFWLYLW\E\YLUWXHRISDUDJUDSK
RURIWKLV6FKHGXOH



 7KHDFWLYLWLHVDUHu
D WKHH[HUFLVHRIDULJKWRIDXGLHQFH
E WKHFRQGXFWRIOLWLJDWLRQ



 $SHUVRQLVDQH[HPSWSHUVRQWRWKHH[WHQWWKDWWKHFDUU\LQJRQRIWKHDFWLYLW\
DOVRFRQVWLWXWHVWKHSURYLVLRQRILPPLJUDWLRQDGYLFHRULPPLJUDWLRQVHUYLFHV
E\WKHSHUVRQDQGu
D WKHSHUVRQLVDTXDOLILHGSHUVRQIRUWKHSXUSRVHVRIVHFWLRQRIWKH
,PPLJUDWLRQDQG$V\OXP$FW F   SURYLVLRQRILPPLJUDWLRQ
DGYLFHRULPPLJUDWLRQVHUYLFHV RU
E VXEVHFWLRQ  RIWKDWVHFWLRQ UHTXLUHPHQWWREHDTXDOLILHGSHUVRQWR
SURYLGHLPPLJUDWLRQDGYLFHRULPPLJUDWLRQVHUYLFHV GRHVQRWDSSO\
WRWKHSHUVRQE\YLUWXHRIVXEVHFWLRQ  RU  RIWKDWVHFWLRQ





 $ SHUVRQ LV H[HPSW LI WKH SHUVRQ LV HPSOR\HG PHUHO\ WR HQJURVV WKH
LQVWUXPHQWDSSOLFDWLRQRUSURFHHGLQJV
 $SHUVRQLVH[HPSWLIWKHSHUVRQLVDQLQGLYLGXDOZKRFDUULHVRQWKHDFWLYLW\
RWKHUZLVHWKDQIRURULQH[SHFWDWLRQRIDQ\IHHJDLQRUUHZDUG
 $SHUVRQLVH[HPSWLIu
D WKHSHUVRQLVDSHUVRQTXDOLILHGWRSUDFWLVHDVDVROLFLWRULQ6FRWODQG
LQ DFFRUGDQFH ZLWK VHFWLRQ  RI WKH 6ROLFLWRUV 6FRWODQG  $FW 
F  DQG
E WKH UHVHUYHG LQVWUXPHQW DFWLYLWLHV IDOO ZLWKLQ SDUDJUDSK   F  RI
6FKHGXOH  SUHSDUDWLRQ RI FHUWDLQ LQVWUXPHQWV UHODWLQJ WR UHDO RU
SHUVRQDOSURSHUW\RUOHJDOSURFHHGLQJV 

'UDIW%LOO







/HJDO6HUYLFHV%LOO
6FKHGXOHu([HPSWSHUVRQV

3UREDWHDFWLYLWLHV


 7KLVSDUDJUDSKDSSOLHVWRGHWHUPLQHZKHWKHUDSHUVRQLVDQH[HPSWSHUVRQ
IRU WKH SXUSRVH RI FDUU\LQJ RQ DQ\ DFWLYLW\ ZKLFK FRQVWLWXWHV SUREDWH
DFWLYLWLHV
 $SHUVRQ q(r LVDQH[HPSWSHUVRQLIu
D (LVDQLQGLYLGXDO
E ( SURYLGHV WKH SUREDWH DFWLYLWLHV DW WKH GLUHFWLRQ DQG XQGHU WKH
VXSHUYLVLRQRIDQRWKHULQGLYLGXDO q3r 
F ZKHQ(GRHVVR3DQG(DUHFRQQHFWHGDQG
G 3LVHQWLWOHGWRFDUU\RQWKHDFWLYLW\RWKHUZLVHWKDQE\YLUWXHRIVXE
SDUDJUDSK  
 )RUWKHSXUSRVHVRIVXESDUDJUDSK  3DQG(DUHFRQQHFWHGLIu
D 3LV(pVHPSOR\HU
E 3LVDSDUWQHURI(pVHPSOR\HU
F 3LVDIHOORZHPSOR\HHRI(
G 3 LV DQ RIILFHU RU HPSOR\HH RI D ERG\ FRUSRUDWH UHFRJQLVHG XQGHU
VHFWLRQRIWKH$GPLQLVWUDWLRQRI-XVWLFH$FW F  DQG(LVDOVR
VXFKDQRIILFHURUHPSOR\HHRU
H WKHIROORZLQJFRQGLWLRQVDUHVDWLVILHGu
L 3LVDSDUWQHULQRUDQRIILFHURUHPSOR\HHRIDOLFHQVHGERG\
LL (LVDOVRVXFKDSDUWQHURIILFHURUHPSOR\HHDQG
LLL WKHOLFHQVHGERG\LVDXWKRULVHGE\LWVOLFHQFHXQGHU3DUWWR
FDUU\RQWKHDFWLYLW\
 $SHUVRQLVDQH[HPSWSHUVRQLIWKHSHUVRQLVDQLQGLYLGXDOZKRFDUULHVRQ
WKHDFWLYLW\RWKHUZLVHWKDQIRURULQH[SHFWDWLRQRIDQ\IHHJDLQRUUHZDUG











1RWDULDODFWLYLWLHV


 7KLVSDUDJUDSKDSSOLHVWRGHWHUPLQHZKHWKHUDSHUVRQLVDQH[HPSWSHUVRQ
IRU WKH SXUSRVH RI FDUU\LQJ RQ DQ\ DFWLYLW\ ZKLFK FRQVWLWXWHV QRWDULDO
DFWLYLWLHV
 $SHUVRQLVDQH[HPSWSHUVRQLIWKHSHUVRQLVDQLQGLYLGXDOZKRFDUULHVRQ
WKHQRWDULDODFWLYLWLHVRWKHUZLVHWKDQIRURULQH[SHFWDWLRQRIDIHHJDLQRU
UHZDUG



)XUWKHUH[HPSWSHUVRQV


 7KH6HFUHWDU\RI6WDWHPD\E\RUGHUDPHQGWKLV6FKHGXOHVRDVWRSURYLGHu
D IRUSHUVRQVWREHH[HPSWSHUVRQVLQUHODWLRQWRDQ\DFWLYLW\ZKLFKLV
DUHVHUYHGOHJDODFWLYLW\ LQFOXGLQJDQ\DFWLYLW\ZKLFKLVDUHVHUYHG
OHJDO DFWLYLW\ E\ YLUWXH RI DQ RUGHU XQGHU VHFWLRQ  H[WHQVLRQ RI
UHVHUYHGOHJDODFWLYLWLHV 
E IRUSHUVRQVWRFHDVHWREHVXFKSHUVRQVRU
F IRUWKHDPHQGPHQWRIDQ\H[LVWLQJSURYLVLRQLQUHVSHFWRIDQH[HPSW
SHUVRQ
 7KH6HFUHWDU\RI6WDWHPD\PDNHDQRUGHUXQGHUVXESDUDJUDSK  RQO\RQ
WKHUHFRPPHQGDWLRQRIWKH%RDUG

'UDIW%LOO







/HJDO6HUYLFHV%LOO
6FKHGXOHu$XWKRULVHGSHUVRQV
3DUWu&RQWLQXLW\RIULJKWV

6&+('8/(

6HFWLRQ

$87+25,6('3(56216
3$57
&217,18,7<2)5,*+76
5LJKWVRIDXGLHQFHDQGFRQGXFWRIOLWLJDWLRQ


 )RUWKHSXUSRVHVRIVHFWLRQ DXWKRULVHGSHUVRQV LQWKHFDVHRIDSHUVRQ
ZKRLVDXWKRULVHGE\DOLVWHGERG\u
D WR H[HUFLVH D ULJKW RI DXGLHQFH EHIRUH D FRXUW LQ UHODWLRQ WR DQ\
SURFHHGLQJVRU
E WRFRQGXFWOLWLJDWLRQLQUHODWLRQWRDQ\SURFHHGLQJV
LWLVLUUHOHYDQWZKHWKHUWKHSHUVRQpVDXWKRULVDWLRQZDVJUDQWHGEHIRUHRURQ
RUDIWHUWKHDSSRLQWHGGD\
 7KHqOLVWHGERGLHVrDUHu
D 7KH/DZ6RFLHW\
E 7KH*HQHUDO&RXQFLORIWKH%DU
F 7KH&KDUWHUHG,QVWLWXWHRI3DWHQW$JHQWV
G 7KH,QVWLWXWHRI7UDGH0DUN$WWRUQH\VDQG
H IRUWKHSXUSRVHVRIVXESDUDJUDSK  D RQO\7KH,QVWLWXWHRI/HJDO
([HFXWLYHV
 )RUWKHSXUSRVHVRIVXESDUDJUDSK  DQ\DXWKRULW\FRQIHUUHGE\VHFWLRQ
RI WKH &RXUWV DQG /HJDO 6HUYLFHV $FW  F   EDUULVWHUV DQG VROLFLWRUV
GHHPHGWRKDYHULJKWVRIDXGLHQFHDQGULJKWVWRFRQGXFWOLWLJDWLRQ LVWREH
GLVUHJDUGHG VHHSDUDJUDSKVDQGEHORZ 









&RQYH\DQFLQJVHUYLFHV


 )RUWKHSXUSRVHVRIVHFWLRQLQWKHFDVHRIDOLFHQVHGFRQYH\DQFHUZKRLV
DXWKRULVHGWRFDUU\RQDQDFWLYLW\ZKLFKLVDUHVHUYHGLQVWUXPHQWDFWLYLW\E\
D FRQYH\DQFLQJ OLFHQFH LW LV LUUHOHYDQW ZKHWKHU WKH OLFHQFH ZDV JUDQWHG
EHIRUHRURQRUDIWHUWKHDSSRLQWHGGD\
 )RUWKHSXUSRVHVRIWKLVSDUDJUDSKqFRQYH\DQFLQJOLFHQFHrPHDQVDOLFHQFH
WR SUDFWLVH DV D OLFHQVHG FRQYH\DQFHU JUDQWHG XQGHU 3DUW  RI WKH
$GPLQLVWUDWLRQRI-XVWLFH$FW F  





/HJDOSDUWQHUVKLSVDQGFRQYH\DQFLQJSDUWQHUVKLSV


 $OHJDOSDUWQHUVKLSLVWREHWUHDWHGDVDXWKRULVHGE\WKH/DZ6RFLHW\WRFDUU\
RQWKHDFWLYLWLHVLQVXESDUDJUDSK  
 7KRVHDFWLYLWLHVDUHu
D WKHH[HUFLVHRIDULJKWRIDXGLHQFHEHIRUHHYHU\FRXUWLQUHODWLRQWRDOO
SURFHHGLQJV
E WKHFRQGXFWRIOLWLJDWLRQ
F UHVHUYHGLQVWUXPHQWDFWLYLWLHV
G SUREDWHDFWLYLWLHV
H WKHDGPLQLVWUDWLRQRIRDWKV

'UDIW%LOO







/HJDO6HUYLFHV%LOO
6FKHGXOHu$XWKRULVHGSHUVRQV
3DUWu&RQWLQXLW\RIULJKWV

 7KHDXWKRULW\FRQIHUUHGE\VXESDUDJUDSK  LVH[HUFLVDEOHLQDFFRUGDQFH
ZLWKDQGVXEMHFWWRWKHUHJXODWRU\DUUDQJHPHQWVRIWKH/DZ6RFLHW\
 $FRQYH\DQFLQJSDUWQHUVKLSLVWREHWUHDWHGDVDXWKRULVHGE\WKH&RXQFLOIRU
/LFHQVHG&RQYH\DQFHUVu
D WRFDUU\RQFRQYH\DQFLQJVHUYLFHVDQG
E WRDGPLQLVWHURDWKV



 7KHDXWKRULW\FRQIHUUHGE\VXESDUDJUDSK  LVH[HUFLVDEOHLQDFFRUGDQFH
ZLWKDQGVXEMHFWWRWKHUHJXODWRU\DUUDQJHPHQWVRIWKH&RXQFLOIRU/LFHQVHG
&RQYH\DQFHUV
 ,QWKLVSDUDJUDSKu
qFRQYH\DQFLQJSDUWQHUVKLSrPHDQVDSDUWQHUVKLSDOORIWKHPHPEHUVRI
ZKLFKDUHOLFHQVHGFRQYH\DQFHUV
qOHJDOSDUWQHUVKLSrPHDQVDSDUWQHUVKLSLQZKLFKDTXDOLILHGVROLFLWRU
DUHJLVWHUHG(XURSHDQ/DZ\HURUDERG\HVWDEOLVKHGXQGHUVHFWLRQ
RI WKH $GPLQLVWUDWLRQ RI -XVWLFH $FW  F   LV SHUPLWWHG WR
SUDFWLVHE\YLUWXHRIUXOHVPDGHXQGHUWKDWVHFWLRQRUVHFWLRQRIWKH
6ROLFLWRUV$FW F  
qUHJLVWHUHG(XURSHDQODZ\HUrKDVWKHVDPHPHDQLQJDVLQWKH(XURSHDQ
&RPPXQLWLHV /DZ\HUpV3UDFWLFH 5HJXODWLRQV 6, 
3$57







5,*+76'85,1*75$16,7,21$/3(5,2'
7KHWUDQVLWLRQDOSHULRG


 ,QWKLV3DUWRIWKLV6FKHGXOHUHIHUHQFHVWRqWKHWUDQVLWLRQDOSHULRGrDUHWRWKH
SHULRGZKLFKu
D EHJLQV ZLWK WKH DSSRLQWHG GD\ ZLWKLQ WKH PHDQLQJ JLYHQ E\
SDUDJUDSK DQG
E HQGVZLWKWKHGD\DSSRLQWHGE\WKH6HFUHWDU\RI6WDWHE\RUGHUIRUWKH
SXUSRVHVRIWKLVSDUDJUDSK
 'LIIHUHQWGD\VPD\EHDSSRLQWHGXQGHUVXESDUDJUDSK  E IRUGLIIHUHQW
SXUSRVHV





 $Q RUGHU PD\ EH PDGH XQGHU VXESDUDJUDSK  E  RQO\ RQ WKH
UHFRPPHQGDWLRQRIWKH%RDUG
%DUULVWHUV


 'XULQJWKHWUDQVLWLRQDOSHULRGHYHU\EDUULVWHULVGHHPHGWREHDXWKRULVHGE\
WKH*HQHUDO&RXQFLORIWKH%DUWRFDUU\RQWKHDFWLYLWLHVLQVXESDUDJUDSK  
 7KRVHDFWLYLWLHVDUHu
D WKHH[HUFLVHRIDULJKWRIDXGLHQFHEHIRUHHYHU\FRXUWLQUHODWLRQWRDOO
SURFHHGLQJV
E UHVHUYHGLQVWUXPHQWDFWLYLWLHV
F SUREDWHDFWLYLWLHV
G WKHDGPLQLVWUDWLRQRIRDWKV

'UDIW%LOO







/HJDO6HUYLFHV%LOO
6FKHGXOHu$XWKRULVHGSHUVRQV
3DUWu5LJKWVGXULQJWUDQVLWLRQDOSHULRG

 7KH DXWKRULW\ FRQIHUUHG RQ D EDUULVWHU E\ WKLV SDUDJUDSK LV H[HUFLVDEOH LQ
DFFRUGDQFHZLWKDQGVXEMHFWWRWKHUHJXODWRU\DUUDQJHPHQWVRIWKH*HQHUDO
&RXQFLORIWKH%DU
 $SHUVRQLVQRWDXWKRULVHGXQGHUVXESDUDJUDSK  XQOHVVWKHSHUVRQKDVLQ
IRUFHDFHUWLILFDWHLVVXHGE\WKH*HQHUDO&RXQFLORIWKH%DUDXWKRULVLQJWKH
SHUVRQWRSUDFWLVHDVDEDUULVWHU



6ROLFLWRUVHWF


 'XULQJWKHWUDQVLWLRQDOSHULRGu
D HYHU\TXDOLILHGVROLFLWRUDQG
E HYHU\ ERG\ UHFRJQLVHG XQGHU VHFWLRQ  RI WKH $GPLQLVWUDWLRQ RI
-XVWLFH $FW  F   LQFRUSRUDWHG SUDFWLFHV  qD UHFRJQLVHG
ERG\r 
LVGHHPHGWREHDXWKRULVHGE\WKH/DZ6RFLHW\WRFDUU\RQWKHDFWLYLWLHVLQ
VXESDUDJUDSK  
 7KRVHDFWLYLWLHVDUHu
D WKHH[HUFLVHRIDULJKWRIDXGLHQFHEHIRUHHYHU\FRXUWLQUHODWLRQWRDOO
SURFHHGLQJV
E WKH FRQGXFW RI OLWLJDWLRQ LQ UHODWLRQ WR HYHU\ FRXUW DQG DOO
SURFHHGLQJV
F UHVHUYHGLQVWUXPHQWDFWLYLWLHV
G SUREDWHDFWLYLWLHV
H WKHDGPLQLVWUDWLRQRIRDWKV
 7KHDXWKRULW\FRQIHUUHGRQDTXDOLILHGVROLFLWRURUUHFRJQLVHGERG\E\WKLV
SDUDJUDSKLVH[HUFLVDEOHLQDFFRUGDQFHZLWKDQGVXEMHFWWRWKHUHJXODWRU\
DUUDQJHPHQWVRIWKH/DZ6RFLHW\









 q4XDOLILHGVROLFLWRUrPHDQVDSHUVRQZKRLVTXDOLILHGXQGHUVHFWLRQRIWKH
6ROLFLWRUV$FW F  WRDFWDVDVROLFLWRU
/HJDO([HFXWLYHV


 'XULQJWKHWUDQVLWLRQDOSHULRGDSHUVRQDXWKRULVHGE\WKH,QVWLWXWHRI/HJDO
([HFXWLYHVWRSUDFWLVHDVDPHPEHURIWKHSURIHVVLRQRIOHJDOH[HFXWLYHVLV
GHHPHGWREHDXWKRULVHGE\WKDW,QVWLWXWHWRDGPLQLVWHURDWKV



 7KHDXWKRULW\FRQIHUUHGE\VXESDUDJUDSK  LVH[HUFLVDEOHLQDFFRUGDQFH
ZLWK DQG VXEMHFW WR WKH UHJXODWRU\ DUUDQJHPHQWV RI WKH ,QVWLWXWH RI /HJDO
([HFXWLYHV


/LFHQVHGFRQYH\DQFHUV


 'XULQJWKHWUDQVLWLRQDOSHULRGHYHU\LQGLYLGXDOZKRKROGVDFRQYH\DQFLQJ
OLFHQFH LV GHHPHG WR EH DXWKRULVHG E\ WKH &RXQFLO IRU /LFHQVHG
&RQYH\DQFHUVWRDGPLQLVWHURDWKV
 7KHDXWKRULW\FRQIHUUHGE\VXESDUDJUDSK  LVH[HUFLVDEOHLQDFFRUGDQFH
ZLWKDQGVXEMHFWWRWKHUHJXODWRU\DUUDQJHPHQWVRIWKH&RXQFLO
 'XULQJ WKDW SHULRG HYHU\ ERG\ UHFRJQLVHG XQGHU VHFWLRQ  RI WKH
$GPLQLVWUDWLRQ RI -XVWLFH $FW  ERGLHV FRUSRUDWH HQWLWOHG WR SURYLGH

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu$XWKRULVHGSHUVRQV
3DUWu5LJKWVGXULQJWUDQVLWLRQDOSHULRG

FRQYH\DQFLQJ VHUYLFHV  DQG HYHU\ PL[HG FRQYH\DQFLQJ SDUWQHUVKLS LV
GHHPHGWREHDXWKRULVHGE\WKH&RXQFLOu
D WRFDUU\RQFRQYH\DQFLQJVHUYLFHVDQG
E WRDGPLQLVWHURDWKV
 7KHDXWKRULW\FRQIHUUHGE\VXESDUDJUDSK  LVH[HUFLVDEOHLQDFFRUGDQFH
ZLWKDQGVXEMHFWWRu
D LQ WKH FDVH RI D ERG\ UHFRJQLVHG XQGHU VHFWLRQ  RI WKH
$GPLQLVWUDWLRQRI-XVWLFH$FWDQ\UHVWULFWLRQLPSRVHGE\YLUWXH
RI UXOHV ZLWKLQ VHFWLRQ   G  RI WKDW $FW UXOHV UHVWULFWLQJ
FRQYH\DQFLQJVHUYLFHVFDUULHGRQE\UHFRJQLVHGERGLHV DQG
E WKHUHJXODWRU\DUUDQJHPHQWVRIWKH&RXQFLO





 ,Q WKLV VHFWLRQ qPL[HG FRQYH\DQFLQJ SDUWQHUVKLSr PHDQV D SDUWQHUVKLS
VRPHEXWQRWDOORIWKHPHPEHUVRIZKLFKDUHOLFHQVHGFRQYH\DQFHUV
 )RUWKHSXUSRVHVRIWKLVSDUDJUDSKDFRQYH\DQFLQJOLFHQFHLVWREHWUHDWHGDV
QRWLQIRUFHGXULQJDQ\SHULRGZKHQLWLVVXVSHQGHG



1RWDULHVSXEOLF


 'XULQJWKHWUDQVLWLRQDOSHULRGHYHU\GXO\FHUWLILFDWHGQRWDU\LVGHHPHGWR
EHDXWKRULVHGE\WKH0DVWHURIWKH)DFXOWLHVWRFDUU\RQWKHDFWLYLWLHVLQVXE
SDUDJUDSK  
 7KRVHDFWLYLWLHVDUHu
D UHVHUYHGLQVWUXPHQWDFWLYLWLHV
E SUREDWHDFWLYLWLHV
F QRWDULDODFWLYLWLHV
G WKHDGPLQLVWUDWLRQRIRDWKV



 7KHDXWKRULW\FRQIHUUHGE\VXESDUDJUDSK  LVH[HUFLVDEOHLQDFFRUGDQFH
ZLWK DQG VXEMHFW WR WKH UHJXODWRU\ DUUDQJHPHQWV RI WKH 0DVWHU RI WKH
)DFXOWLHV



 ,QWKLVSDUDJUDSKqGXO\FHUWLILFDWHGQRWDU\rPHDQVDQRWDU\ZKRHLWKHUu
D KDV LQ IRUFH D SUDFWLVLQJ FHUWLILFDWH DV D VROLFLWRU LVVXHG XQGHU WKH
6ROLFLWRUV $FW  F   DQG LV GXO\ HQWHUHG LQ WKH &RXUW RI
)DFXOWLHVRIWKH$UFKELVKRSRI&DQWHUEXU\LQDFFRUGDQFHZLWKUXOHV
PDGHE\WKH0DVWHURIWKH)DFXOWLHVRU
E KDVLQIRUFHDSUDFWLVLQJFHUWLILFDWHDVDQRWDU\SXEOLFLVVXHGE\WKH
VDLG&RXUWRI)DFXOWLHVLQDFFRUGDQFHZLWKUXOHVVRPDGH
3DWHQWDJHQWV






 'XULQJWKHWUDQVLWLRQDOSHULRGHYHU\UHJLVWHUHGSDWHQWDJHQWLVGHHPHGWREH
DXWKRULVHGE\WKH&KDUWHUHG,QVWLWXWHRI3DWHQW$JHQWVWRFDUU\RQUHVHUYHG
LQVWUXPHQWDFWLYLWLHV
 'XULQJ WKDW SHULRG HYHU\ DXWKRULVHG SDWHQW DJHQW LV GHHPHG WR EH
DXWKRULVHGE\WKH&KDUWHUHG,QVWLWXWHRI3DWHQW$JHQWVWRDGPLQLVWHURDWKV
 'XULQJWKDWSHULRGHYHU\SDWHQWDJHQWERG\LVGHHPHGWREHDXWKRULVHGE\
WKH &KDUWHUHG ,QVWLWXWH RI 3DWHQW $JHQWV WR FDUU\ RQ WKH DFWLYLWLHV LQ VXE
SDUDJUDSK  

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu$XWKRULVHGSHUVRQV
3DUWu5LJKWVGXULQJWUDQVLWLRQDOSHULRG

 7KRVHDFWLYLWLHVDUHDQ\DFWLYLWLHVZKLFKDUHUHVHUYHGOHJDODFWLYLWLHVZLWKLQ
VXESDUDJUDSK  DQGZKLFKu
D LIWKHERG\LVDSDUWQHUVKLSDQ\SDUWQHUZKRLVDUHJLVWHUHGSDWHQW
DJHQWLVDXWKRULVHGWRFDUU\RQ
E LI WKH ERG\ LV D ERG\ FRUSRUDWH DQ\ GLUHFWRU ZKR LV D UHJLVWHUHG
SDWHQWDJHQWLVDXWKRULVHGWRFDUU\RQ
 7KRVHDFWLYLWLHVDUHu
D WKHH[HUFLVHRIDULJKWRIDXGLHQFH
E WKHFRQGXFWRIOLWLJDWLRQ
F UHVHUYHGLQVWUXPHQWDFWLYLWLHV
G WKHDGPLQLVWUDWLRQRIRDWKV





 7KHDXWKRULW\FRQIHUUHGE\DQ\RIVXESDUDJUDSKV  WR  LVH[HUFLVDEOHLQ
DFFRUGDQFH ZLWK DQG VXEMHFW WR WKH UHJXODWRU\ DUUDQJHPHQWV RI WKH
&KDUWHUHG,QVWLWXWHRI3DWHQW$JHQWV
 ,QWKLVSDUDJUDSKu
qDXWKRULVHG SDWHQW DJHQWr PHDQV D UHJLVWHUHG SDWHQW DJHQW ZKR LV
DXWKRULVHGE\WKH&KDUWHUHG,QVWLWXWHRI3DWHQW$JHQWVWRFDUU\RQ
RQHRUERWKRIWKHIROORZLQJDFWLYLWLHVu
D WKHH[HUFLVHRIDULJKWRIDXGLHQFH
E WKHFRQGXFWRIOLWLJDWLRQ
qSDWHQWDJHQWERG\rPHDQVu
D DSDUWQHUVKLSDOOWKHSDUWQHUVRIZKLFKDUHUHJLVWHUHGSDWHQW
DJHQWV
E D ERG\ FRUSRUDWH DOO WKH GLUHFWRUV RI ZKLFK DUH UHJLVWHUHG
SDWHQWDJHQWV
F D SDUWQHUVKLS RU ERG\ FRUSRUDWH ZKLFK VDWLVILHV WKH
FRQGLWLRQV SUHVFULEHG XQGHU VHFWLRQ  RI WKH &RS\ULJKW
'HVLJQVDQG3DWHQWV$FW F  
G DERG\FRUSRUDWHWRZKLFKVHFWLRQ  RIWKDW$FWDSSOLHV
qUHJLVWHUHG SDWHQW DJHQWr KDV WKH PHDQLQJ JLYHQ E\ VHFWLRQ    RI
WKDW$FW
DQGLQWKHFDVHRIDSDWHQWDJHQWERG\WRZKLFKVHFWLRQ  RIWKDW$FW
DSSOLHV WKH UHIHUHQFH LQ VXESDUDJUDSK  E  WR D GLUHFWRU LQFOXGHV D
UHIHUHQFHWRDPDQDJHU
7UDGHPDUNDWWRUQH\V












 'XULQJWKHWUDQVLWLRQDOSHULRGHYHU\UHJLVWHUHGWUDGHPDUNDJHQWLVGHHPHG
WR EH DXWKRULVHG E\ WKH ,QVWLWXWH RI 7UDGH 0DUN $WWRUQH\V WR FDUU\ RQ
UHVHUYHGLQVWUXPHQWDFWLYLWLHV
 'XULQJ WKDW SHULRG HYHU\ DXWKRULVHG WUDGH PDUN DJHQW LV GHHPHG WR EH
DXWKRULVHGE\WKH,QVWLWXWHRI7UDGH0DUN$WWRUQH\VWRDGPLQLVWHURDWKV



 'XULQJWKDWSHULRGHYHU\WUDGHPDUNERG\LVGHHPHGWREHDXWKRULVHGE\
WKH ,QVWLWXWH RI 7UDGH 0DUN $WWRUQH\V WR FDUU\ RQ WKH DFWLYLWLHV LQ VXE
SDUDJUDSK  
 7KRVHDFWLYLWLHVDUHDQ\DFWLYLWLHVZKLFKDUHUHVHUYHGOHJDODFWLYLWLHVZLWKLQ
VXESDUDJUDSK  DQGZKLFKu

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu$XWKRULVHGSHUVRQV
3DUWu5LJKWVGXULQJWUDQVLWLRQDOSHULRG

D
E

LI WKH ERG\ LV D SDUWQHUVKLS DQ\ SDUWQHU ZKR LV D UHJLVWHUHG WUDGH
PDUNDJHQWLVDXWKRULVHGWRFDUU\RQRU
LIWKHERG\LVDERG\FRUSRUDWHDQ\GLUHFWRUZKRLVDUHJLVWHUHGWUDGH
PDUNDJHQWLVDXWKRULVHGWRFDUU\RQ

 7KRVHDFWLYLWLHVDUHu
D WKHH[HUFLVHRIDULJKWRIDXGLHQFH
E WKHFRQGXFWRIOLWLJDWLRQ
F UHVHUYHGLQVWUXPHQWDFWLYLWLHV
G WKHDGPLQLVWUDWLRQRIRDWKV



 7KHDXWKRULW\FRQIHUUHGE\DQ\RIVXESDUDJUDSKV  WR  LVH[HUFLVDEOHLQ
DFFRUGDQFHZLWKDQGVXEMHFWWRWKHUHJXODWRU\DUUDQJHPHQWVRIWKH,QVWLWXWH
RI7UDGH0DUN$WWRUQH\V
 ,QWKLVSDUDJUDSKu
qDXWKRULVHG WUDGH PDUN DJHQWr PHDQV D UHJLVWHUHG WUDGH PDUN DJHQW
ZKRLVDXWKRULVHGE\WKH,QVWLWXWHRI7UDGH0DUN$WWRUQH\VWRFDUU\
RQRQHRUERWKRIWKHIROORZLQJDFWLYLWLHVu
D WKHH[HUFLVHRIDULJKWRIDXGLHQFH
E WKHFRQGXFWRIOLWLJDWLRQ
qWUDGHPDUNERG\rPHDQVu
D D SDUWQHUVKLS DOO WKHSDUWQHUV RI ZKLFK DUH UHJLVWHUHG WUDGH
PDUNDJHQWV
E D ERG\ FRUSRUDWH DOO WKH GLUHFWRUV RI ZKLFK DUH UHJLVWHUHG
WUDGHPDUNDJHQWVRU
F D SDUWQHUVKLS RU ERG\ FRUSRUDWH ZKLFK VDWLVILHV WKH
FRQGLWLRQV SUHVFULEHG XQGHU VHFWLRQ  RI WKH 7UDGH 0DUNV
$FW F  
qUHJLVWHUHG WUDGH PDUN DJHQWr KDVWKHVDPHPHDQLQJDVLQ WKH7UDGH
0DUNV$FW









3$57
,17(535(7$7,21




,QWKLV6FKHGXOHu
qWKHDSSRLQWHGGD\rPHDQVWKHGD\DSSRLQWHGE\WKH6HFUHWDU\RI6WDWH
XQGHUVHFWLRQIRUWKHFRPLQJLQWRIRUFHRIVHFWLRQ HQWLWOHPHQW
WRFDUU\RQDUHVHUYHGOHJDODFWLYLW\ 
qFRQYH\DQFLQJOLFHQFHrKDVWKHPHDQLQJJLYHQE\SDUDJUDSK

6&+('8/(



6HFWLRQ

$33529('5(*8/$7256
3$57
(;,67,1*5(*8/$7256


 (DFK ERG\ OLVWHG LQ WKH ILUVW FROXPQ RI WKH WDEOH LQ WKLV SDUDJUDSK LV DQ
DSSURYHGUHJXODWRU
'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu$SSURYHGUHJXODWRUV
3DUWu([LVWLQJUHJXODWRUV

 (DFKERG\VROLVWHGLVDQDSSURYHGUHJXODWRULQUHODWLRQWRWKHUHVHUYHGOHJDO
DFWLYLWLHVOLVWHGLQUHODWLRQWRLWLQWKHVHFRQGFROXPQRIWKHWDEOH
7DEOH
$SSURYHGUHJXODWRU

5HVHUYHGOHJDODFWLYLWLHV

7KH/DZ6RFLHW\

7KHH[HUFLVHRIDULJKWRIDXGLHQFH
7KHFRQGXFWRIOLWLJDWLRQ
5HVHUYHGLQVWUXPHQWDFWLYLWLHV
3UREDWHDFWLYLWLHV
7KHDGPLQLVWUDWLRQRIRDWKV



7KH*HQHUDO&RXQFLORIWKH%DU

7KHH[HUFLVHRIDULJKWRIDXGLHQFH
7KHFRQGXFWRIOLWLJDWLRQ
5HVHUYHGLQVWUXPHQWDFWLYLWLHV
3UREDWHDFWLYLWLHV
7KHDGPLQLVWUDWLRQRIRDWKV



7KH0DVWHURIWKH)DFXOWLHV

5HVHUYHGLQVWUXPHQWDFWLYLWLHV
3UREDWHDFWLYLWLHV
1RWDULDODFWLYLWLHV
7KHDGPLQLVWUDWLRQRIRDWKV



7KH,QVWLWXWHRI/HJDO([HFXWLYHV 7KHH[HUFLVHRIDULJKWRIDXGLHQFH
7KHDGPLQLVWUDWLRQRIRDWKV
7KH &RXQFLO
&RQYH\DQFHUV

IRU

/LFHQVHG 5HVHUYHGLQVWUXPHQWDFWLYLWLHV
7KHDGPLQLVWUDWLRQRIRDWKV

7KH &KDUWHUHG ,QVWLWXWH RI 7KHH[HUFLVHRIDULJKWRIDXGLHQFH
3DWHQW$JHQWV
7KHFRQGXFWRIOLWLJDWLRQ
5HVHUYHGLQVWUXPHQWDFWLYLWLHV
7KHDGPLQLVWUDWLRQRIRDWKV
7KH ,QVWLWXWH RI 7UDGH 0DUN 7KHH[HUFLVHRIDULJKWRIDXGLHQFH
$WWRUQH\V
7KHFRQGXFWRIOLWLJDWLRQ
5HVHUYHGLQVWUXPHQWDFWLYLWLHV
7KHDGPLQLVWUDWLRQRIRDWKV








 7KH UHJXODWRU\ DUUDQJHPHQWV RI D OLVWHG ERG\ DV WKH\ KDYH HIIHFW
LPPHGLDWHO\EHIRUHSDUDJUDSKFRPHVLQWRIRUFHDUHWREHWUHDWHGDVKDYLQJ
EHHQ DSSURYHG E\ WKH %RDUG IRU WKH SXUSRVHV RI WKLV $FW DW WKH WLPH WKDW
SDUDJUDSKFRPHVLQWRIRUFH
 q/LVWHG ERG\r PHDQV D ERG\ OLVWHG LQ WKH ILUVW FROXPQ RI WKH 7DEOH LQ
SDUDJUDSKDVWKDW7DEOHZDVRULJLQDOO\HQDFWHG
 6XESDUDJUDSK   LV ZLWKRXW SUHMXGLFH WR WKH %RDUGpV SRZHU WR JLYH
GLUHFWLRQVXQGHUVHFWLRQ SRZHUVWRGLUHFWDQDSSURYHGUHJXODWRUWRWDNH
VWHSV LQ FHUWDLQ FLUFXPVWDQFHV LQFOXGLQJ VWHSV WR DPHQG LWV UHJXODWRU\
DUUDQJHPHQWV 

'UDIW%LOO







/HJDO6HUYLFHV%LOO
6FKHGXOHu$SSURYHGUHJXODWRUV
3DUWu'HVLJQDWLRQRIERGLHVE\RUGHU

3$57
'(6,*1$7,212)%2',(6%<25'(5
$SSOLFDWLRQWRWKH%RDUG


 7KLVSDUDJUDSKDSSOLHVZKHUHDERG\ZLVKHVWRDXWKRULVHSHUVRQVWRFDUU\
RQ RQH RU PRUH DFWLYLWLHV ZKLFK FRQVWLWXWH RQH RU PRUH UHVHUYHG OHJDO
DFWLYLWLHV
 7KHERG\PD\DSSO\WRWKH%RDUGIRUWKH%RDUGu
D WR UHFRPPHQG WKDW DQ RUGHU EH PDGH E\ WKH 6HFUHWDU\ RI 6WDWH
GHVLJQDWLQJ WKH ERG\ DV DQ DSSURYHG UHJXODWRU LQ UHODWLRQ WR WKH
UHVHUYHGOHJDODFWLYLW\RUDFWLYLWLHVLQTXHVWLRQDQG
E WRDSSURYHZKDWWKHERG\SURSRVHVDVLWVUHJXODWRU\DUUDQJHPHQWVLI
VXFKDQRUGHULVPDGH qWKHSURSRVHGUHJXODWRU\DUUDQJHPHQWVr 
 $Q DSSOLFDWLRQ XQGHU WKLV SDUDJUDSK PXVW EH PDGH LQ VXFK IRUP DQG
PDQQHUDVWKH%RDUGPD\VSHFLI\LQUXOHVDQGPXVWEHDFFRPSDQLHGE\u
D D VWDWHPHQW RI WKH UHVHUYHG OHJDO DFWLYLW\ RU DFWLYLWLHV WR ZKLFK LW
UHODWHV
E GHWDLOVRIWKHDSSOLFDQWpVSURSRVHGUHJXODWRU\DUUDQJHPHQWV
F VXFKH[SODQDWRU\PDWHULDO LQFOXGLQJPDWHULDODERXWWKHDSSOLFDQWpV
FRQVWLWXWLRQDQGDFWLYLWLHV DVWKHDSSOLFDQWFRQVLGHUVLVOLNHO\WREH
QHHGHGIRUWKHSXUSRVHVRIWKLV3DUWRIWKLV6FKHGXOHDQG
G WKHSUHVFULEHGIHH









 7KHSUHVFULEHGIHHLVWKHIHHVSHFLILHGLQRUGHWHUPLQHGLQDFFRUGDQFHZLWK
UXOHVPDGHE\WKH%RDUGZLWKWKHFRQVHQWRIWKH6HFUHWDU\RI6WDWH
 7KHSURSRVHGUHJXODWRU\DUUDQJHPHQWVPXVWLQSDUWLFXODULQFOXGHu
D GHWDLOVRIWKHDXWKRULW\ZKLFKWKHDSSOLFDQWSURSRVHVWRJLYHSHUVRQV
WRFDUU\RQDFWLYLWLHVZKLFKDUHUHVHUYHGOHJDODFWLYLWLHV
E UHJXODWLRQV KRZHYHUWKH\PD\EHGHVFULEHG DVWRWKHHGXFDWLRQDQG
WUDLQLQJ ZKLFK SHUVRQV PXVW UHFHLYH DQG DQ\ RWKHU UHTXLUHPHQWV
ZKLFKPXVWEHPHWE\RULQUHVSHFWRIWKHPLQRUGHUIRUWKHPWREH
DXWKRULVHGDQG
F UXOHV KRZHYHUWKH\PD\EHGHVFULEHG DVWRWKHFRQGXFWUHTXLUHGRI
SHUVRQVLQFDUU\LQJRQDQ\DFWLYLW\E\YLUWXHRIWKHDXWKRULW\





 $QDSSOLFDQWPD\DWDQ\WLPHZLWKGUDZWKHDSSOLFDWLRQE\JLYLQJQRWLFHWR
WKDWHIIHFWWRWKH%RDUG
'LVPLVVDORIDSSOLFDWLRQ




 7KH %RDUG PD\ UHIXVH WR FRQVLGHU RU WR FRQWLQXH LWV FRQVLGHUDWLRQ RI DQ
DSSOLFDWLRQ
 7KH %RDUG PXVW PDNH UXOHV DERXW WKH SURFHGXUHV DQG FULWHULD WKDW LW ZLOO
DSSO\ ZKHQ GHWHUPLQLQJ ZKHWKHU WR UHIXVH WR FRQVLGHU RU WR FRQWLQXH LWV
FRQVLGHUDWLRQRIDQDSSOLFDWLRQXQGHUVXESDUDJUDSK  
 :KHUH WKH %RDUG GHFLGHV WR UHIXVH WR FRQVLGHU RU WR FRQWLQXH LWV
FRQVLGHUDWLRQ RI DQ DSSOLFDWLRQ LW PXVW JLYH WKH DSSOLFDQW QRWLFH RI WKDW
GHFLVLRQDQGRILWVUHDVRQVIRULW

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu$SSURYHGUHJXODWRUV
3DUWu'HVLJQDWLRQRIERGLHVE\RUGHU

 7KH%RDUGPXVWSXEOLVKDQRWLFHJLYHQXQGHUVXESDUDJUDSK  
%RDUGpVGXW\WRVHHNDGYLFH


 7KH%RDUGPXVWJLYHWRHDFKRIWKHSHUVRQVOLVWHGLQVXESDUDJUDSK  u
D DFRS\RIWKHDSSOLFDWLRQDQGDFFRPSDQ\LQJPDWHULDODQG
E D QRWLFH VSHFLI\LQJ D SHULRG ZLWKLQ ZKLFK DQ\ DGYLFH JLYHQ XQGHU
SDUDJUDSKVWRPXVWEHJLYHQ
 7KRVHSHUVRQVDUHu
D WKH6HFUHWDU\RI6WDWH
E WKH2)7
F WKH&RQVXPHU3DQHO
G HDFKRIWKHVHQLRUMXGJHVDQG
H VXFK RWKHU SHUVRQV DV WKH %RDUG FRQVLGHUV LW UHDVRQDEOH WR FRQVXOW
UHJDUGLQJWKHDSSOLFDWLRQ
 ,Q WKLV 3DUW RI WKLV 6FKHGXOH LQ UHODWLRQ WR DQ DSSOLFDWLRQ qVHOHFWHG
FRQVXOWHHrPHDQVDSHUVRQZLWKLQVXESDUDJUDSK  H 







$GYLFHRIWKH6HFUHWDU\RI6WDWH


7KH6HFUHWDU\RI6WDWHPXVWJLYHWKH%RDUGVXFKDGYLFHDVWKH6HFUHWDU\RI
6WDWHWKLQNVILWLQUHVSHFWRIWKHDSSOLFDWLRQ

$GYLFHRI2IILFHRI)DLU7UDGLQJ


 7KH2)7PXVWJLYHWKH%RDUGVXFKDGYLFHDVWKH2)7WKLQNVILWUHJDUGLQJ
ZKHWKHUWKHDSSOLFDWLRQVKRXOGEHJUDQWHG
 ,QGHFLGLQJZKDWDGYLFHWRJLYHWKH2)7PXVWLQSDUWLFXODUKDYHUHJDUGWR
ZKHWKHU PDNLQJ DQ RUGHU XQGHU SDUDJUDSK  LQ DFFRUGDQFH ZLWK WKH
UHFRPPHQGDWLRQDSSOLHGIRUZRXOG RUZRXOGEHOLNHO\WR UHVWULFWGLVWRUWRU
SUHYHQW FRPSHWLWLRQ ZLWKLQ WKH PDUNHW IRU UHVHUYHG OHJDO VHUYLFHV WR DQ\
VLJQLILFDQWH[WHQW





$GYLFHRIWKH&RQVXPHU3DQHO


 7KH &RQVXPHU 3DQHO PXVW JLYH WKH %RDUG VXFK DGYLFH DV WKH &RQVXPHU
3DQHOWKLQNVILWUHJDUGLQJZKHWKHUWKHDSSOLFDWLRQVKRXOGEHJUDQWHG
 ,Q GHFLGLQJ ZKDW DGYLFH WR JLYH WKH &RQVXPHU 3DQHO PXVW LQ SDUWLFXODU
KDYHUHJDUGWRWKHOLNHO\LPSDFWRQFRQVXPHUVRIWKH PDNLQJRI DQRUGHU
XQGHUSDUDJUDSKLQDFFRUGDQFHZLWKWKHUHFRPPHQGDWLRQDSSOLHGIRU



$GYLFHRIVHOHFWHGFRQVXOWHHV


$ VHOHFWHG FRQVXOWHH PD\ JLYH WKH %RDUG VXFK DGYLFH DV WKH VHOHFWHG
FRQVXOWHHWKLQNVILWLQUHVSHFWRIWKHDSSOLFDWLRQ

$GYLFHRIVHQLRUMXGJHV


 7KH%RDUGPXVWJLYHWRHDFKRIWKHVHQLRUMXGJHVu
D DFRS\RIDQ\DGYLFHGXO\JLYHQXQGHUSDUDJUDSKVWRDQG

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu$SSURYHGUHJXODWRUV
3DUWu'HVLJQDWLRQRIERGLHVE\RUGHU

E

D QRWLFH VSHFLI\LQJ D SHULRG ZLWKLQ ZKLFK DQ\ DGYLFH XQGHU WKLV
SDUDJUDSKPXVWEHJLYHQ

 (DFKRIWKHVHQLRUMXGJHVPXVWWKHQJLYHVXFKDGYLFHWRWKH%RDUGDVWKDW
MXGJHWKLQNVILWUHJDUGLQJZKHWKHUWKHDSSOLFDWLRQVKRXOGEHJUDQWHG
 ,Q GHFLGLQJ ZKDW DGYLFH WR JLYH D VHQLRU MXGJH PXVW LQ SDUWLFXODU KDYH
UHJDUGWRWKHOLNHO\LPSDFWRQWKHFRXUWVLQ(QJODQGDQG:DOHVRIWKHPDNLQJ
RI DQ RUGHU XQGHU SDUDJUDSK  LQ DFFRUGDQFH ZLWK WKH UHFRPPHQGDWLRQ
DSSOLHGIRU



,QIRUPDWLRQREWDLQHGE\FRQVXOWHHV


$SHUVRQ qWKHFRQVXOWHHr WRZKRPDFRS\RIWKHDSSOLFDWLRQLVJLYHQXQGHU
SDUDJUDSK  PD\IRUWKHSXUSRVHVRIJLYLQJDGYLFHXQGHUSDUDJUDSKV
WRUHTXHVWWKHDSSOLFDQWRUDQ\RWKHUSHUVRQWRSURYLGHWKHFRQVXOWHHZLWK
VXFKDGGLWLRQDOLQIRUPDWLRQDVPD\EHVSHFLILHGE\WKHFRQVXOWHH



5HSUHVHQWDWLRQVE\DSSOLFDQW


 7KH%RDUGPXVWJLYHWRWKHDSSOLFDQWDFRS\RIDQ\DGYLFHGXO\JLYHQXQGHU
SDUDJUDSKVWR
 7KHDSSOLFDQWPD\PDNHWRWKH%RDUGu
D ZULWWHQUHSUHVHQWDWLRQVDQG
E LIWKH%RDUGDXWKRULVHVLWWRGRVRRUDOUHSUHVHQWDWLRQV
DERXWWKHDGYLFH





 7KH %RDUG PXVW PDNH UXOHV JRYHUQLQJ WKH PDNLQJ RI RUDO DQG ZULWWHQ
UHSUHVHQWDWLRQV
 5HSUHVHQWDWLRQVXQGHUWKLVSDUDJUDSKPXVWEHPDGHZLWKLQu
D WKHSHULRGRIGD\VEHJLQQLQJZLWKWKHGD\RQZKLFKWKHFRS\RI
WKHDGYLFHLVJLYHQWRWKHDSSOLFDQWRU
E VXFKORQJHUSHULRGDVWKH%RDUGPD\VSHFLI\LQDSDUWLFXODUFDVH



 :KHUH RUDOUHSUHVHQWDWLRQVDUH PDGH WKH%RDUGPXVW SUHSDUH D UHSRUWRI
WKRVHUHSUHVHQWDWLRQV
 %HIRUHSUHSDULQJWKDWUHSRUWWKH%RDUGPXVWu
D JLYHWKHDSSOLFDQWDUHDVRQDEOHRSSRUWXQLW\WRFRPPHQWRQDGUDIWRI
WKHUHSRUWDQG
E KDYHUHJDUGWRDQ\FRPPHQWVGXO\PDGH



3XEOLFDWLRQRIDGYLFHDQGUHSUHVHQWDWLRQVHWF


 7KH%RDUGPXVWDVVRRQDVSUDFWLFDEOHDIWHUWKHHQGRIWKHSHULRGZLWKLQ
ZKLFKUHSUHVHQWDWLRQVXQGHUSDUDJUDSKPD\EHPDGHSXEOLVKu
D DQ\DGYLFHGXO\JLYHQXQGHUSDUDJUDSKVWR
E DQ\ZULWWHQUHSUHVHQWDWLRQVGXO\PDGHXQGHUSDUDJUDSKDQGWKH
UHSRUW LIDQ\ SUHSDUHGXQGHUWKDWSDUDJUDSK
 1RWKLQJLQVXESDUDJUDSK  RSHUDWHVu
D WRSUHYHQWDSHUVRQZKRJLYHVDGYLFHXQGHUSDUDJUDSKVWRIURP
SXEOLVKLQJWKDWDGYLFHRU

'UDIW%LOO







/HJDO6HUYLFHV%LOO
6FKHGXOHu$SSURYHGUHJXODWRUV
3DUWu'HVLJQDWLRQRIERGLHVE\RUGHU

E

WRSUHYHQWDSHUVRQZKRPDNHVUHSUHVHQWDWLRQVXQGHUSDUDJUDSK
IURPSXEOLVKLQJWKRVHUHSUHVHQWDWLRQV

 $ SHUVRQ qWKH SXEOLVKHUr  SXEOLVKLQJ DQ\ VXFK PDWHULDO ZKHWKHU XQGHU
VXESDUDJUDSK   RU RWKHUZLVH  PXVW VR IDU DV SUDFWLFDEOH H[FOXGH DQ\
PDWWHU ZKLFK UHODWHV WR WKH SULYDWH DIIDLUV RI D SDUWLFXODU LQGLYLGXDO WKH
SXEOLFDWLRQ RI ZKLFK LQ WKH RSLQLRQ RI WKH SXEOLVKHU ZRXOG RU PLJKW
VHULRXVO\DQGSUHMXGLFLDOO\DIIHFWWKHLQWHUHVWVRIWKDWLQGLYLGXDO



5XOHVJRYHUQLQJGHFLVLRQVE\WKH%RDUG


 7KH%RDUGPXVWPDNHUXOHVVSHFLI\LQJKRZLWZLOOGHWHUPLQHDSSOLFDWLRQV
 5XOHVXQGHUVXESDUDJUDSK  PXVWLQSDUWLFXODUSURYLGHWKDWWKH%RDUG
PD\JUDQWDQDSSOLFDWLRQLQUHODWLRQWRDSDUWLFXODUUHVHUYHGOHJDODFWLYLW\
RQO\LILWLVVDWLVILHGu
D WKDWLIDQRUGHUZHUHWREHPDGHXQGHUSDUDJUDSKGHVLJQDWLQJWKH
ERG\ LQ UHODWLRQ WR WKDW DFWLYLW\ WKH DSSOLFDQW ZRXOG KDYH
DSSURSULDWHLQWHUQDOJRYHUQDQFHDUUDQJHPHQWVLQSODFHDWWKHWLPH
WKHRUGHUWDNHVHIIHFW
E WKDW WKH DSSOLFDQWpV SURSRVHG UHJXODWRU\ DUUDQJHPHQWV LQFOXGH
DSSURSULDWH UXOHV UHODWLQJ WR WKH TXDOLILFDWLRQ DQG WUDLQLQJ RI DQG
RWKHUUHTXLUHPHQWVZKLFKPXVWEHPHWE\RULQUHVSHFWRISHUVRQV
ZKRP WKH DSSOLFDQW SURSRVHV WR DXWKRULVH WR FDUU\ RQ DFWLYLWLHV
ZKLFKFRQVWLWXWHWKHUHVHUYHGOHJDODFWLYLW\
F WKDW WKH DSSOLFDQWpV SURSRVHG UHJXODWRU\ DUUDQJHPHQWV LQFOXGH
DSSURSULDWH DUUDQJHPHQWV LQFOXGLQJ GLVFLSOLQDU\ DUUDQJHPHQWV
XQGHU ZKLFK WKH DSSOLFDQW ZLOO EH DEOH WR UHJXODWH WKH FRQGXFW RI
SHUVRQVZKRPLWSURSRVHVWRVRDXWKRULVH
G WKDWWKHDSSOLFDQWpVSURSRVHGUHJXODWRU\DUUDQJHPHQWVFRPSO\ZLWK
WKH UHTXLUHPHQWV LPSRVHG E\ VHFWLRQV  DQG  UHTXLUHPHQWV
LPSRVHGLQUHODWLRQWRWKHKDQGOLQJRIFRPSODLQWV 
H WKDW WKH DSSOLFDQWpV SURSRVHG UHJXODWRU\ DUUDQJHPHQWV PDNH
DSSURSULDWH DUUDQJHPHQWV IRU WKH SXUSRVHV RI HQVXULQJ WKH
LQGHPQLILFDWLRQRIWKRVHZKRDUHRUZHUHSHUVRQVDXWKRULVHGE\LWWR
FDUU\RQDFWLYLWLHVZKLFKFRQVWLWXWHWKHUHVHUYHGOHJDODFWLYLW\DJDLQVW
ORVVHV DULVLQJ IURP FODLPV LQ UHODWLRQ WR DQ\ GHVFULSWLRQ RI FLYLO
OLDELOLW\LQFXUUHGE\WKHPRUE\HPSOR\HHVRUIRUPHUHPSOR\HHVRI
WKHLUVLQFRQQHFWLRQZLWKWKHLUDFWLYLWLHVDVVXFKDXWKRULVHGSHUVRQV
I WKDW WKH DSSOLFDQWpV SURSRVHG UHJXODWRU\ DUUDQJHPHQWV PDNH
DSSURSULDWHDUUDQJHPHQWVWRSURYLGHIRUJUDQWVRURWKHUSD\PHQWV
IRUWKHSXUSRVHRIUHOLHYLQJRUPLWLJDWLQJORVVHVVXIIHUHGE\SHUVRQV
LQFRQVHTXHQFHRIu
L QHJOLJHQFH RU IUDXG RU RWKHU GLVKRQHVW\ RQ WKH SDUW RI DQ\
SHUVRQV ZKRP WKH DSSOLFDQW KDV DXWKRULVHG WR FDUU\ RQ
DFWLYLWLHV ZKLFK FRQVWLWXWH WKH UHVHUYHG OHJDO DFWLYLW\ RU RI
HPSOR\HHV RI WKHLUV LQ FRQQHFWLRQ ZLWK WKHLU DFWLYLWLHV DV
VXFKDXWKRULVHGSHUVRQVDQG
LL IDLOXUH RQ WKH SDUW RI SHUVRQV ZKRP WKH DSSOLFDQW KDV
DXWKRULVHG WR FDUU\ RQ DFWLYLWLHV ZKLFK FRQVWLWXWH WKH
UHVHUYHG OHJDO DFWLYLW\ WR DFFRXQW IRU PRQH\ UHFHLYHG E\
WKHP LQ FRQQHFWLRQ ZLWK WKHLU DFWLYLWLHV DV VXFK DXWKRULVHG
SHUVRQV

'UDIW%LOO



















/HJDO6HUYLFHV%LOO
6FKHGXOHu$SSURYHGUHJXODWRUV
3DUWu'HVLJQDWLRQRIERGLHVE\RUGHU

J

WKDWLIDQRUGHUZHUHPDGHXQGHUSDUDJUDSKGHVLJQDWLQJWKHERG\
LQ UHODWLRQ WR WKH UHVHUYHG OHJDO DFWLYLW\ WKH DSSOLFDQW ZRXOG EH
FRPSHWHQWWRSHUIRUPWKHUROHRIDSSURYHGUHJXODWRULQUHODWLRQWR
WKHUHVHUYHGOHJDODFWLYLW\DWWKHWLPHWKHRUGHUWDNHVHIIHFW

 7KHUXOHVPDGHIRUWKHSXUSRVHVRIVXESDUDJUDSK  D PXVWLQSDUWLFXODU
UHTXLUH WKH %RDUG WR EH VDWLVILHG WKDW WKH H[HUFLVH RI WKH DSSOLFDQWpV
UHJXODWRU\IXQFWLRQVZRXOGQRWEHSUHMXGLFHGE\DQ\IXQFWLRQVWKHDSSOLFDQW
PD\ KDYH LQ FRQQHFWLRQ ZLWK WKH UHSUHVHQWDWLRQ RU SURPRWLRQ RI WKH
LQWHUHVWVRISHUVRQVUHJXODWHGE\WKHDSSOLFDQW
'HWHUPLQDWLRQRIDSSOLFDWLRQV






 $IWHUFRQVLGHULQJu
D WKHDSSOLFDWLRQDQGDFFRPSDQ\LQJPDWHULDO
E DQ\RWKHULQIRUPDWLRQSURYLGHGE\WKHDSSOLFDQW
F DQ\DGYLFHGXO\JLYHQXQGHUSDUDJUDSKVWR
G DQ\UHSUHVHQWDWLRQVGXO\PDGHXQGHUSDUDJUDSKDQG
H DQ\ RWKHU LQIRUPDWLRQ ZKLFK WKH %RDUG FRQVLGHUV UHOHYDQW WR WKH
DSSOLFDWLRQ
WKH%RDUGPXVWGHFLGHZKHWKHUWRJUDQWWKHDSSOLFDWLRQ
 :KHUHWKHDSSOLFDWLRQUHODWHVWRPRUHWKDQRQHUHVHUYHGOHJDODFWLYLW\WKH
%RDUGPD\JUDQWWKHDSSOLFDWLRQLQUHODWLRQWRDOORUDQ\RIWKHP





 7KH %RDUG PXVW JLYH QRWLFH RI LWV GHFLVLRQ WR WKH DSSOLFDQW qWKH GHFLVLRQ
QRWLFHr 
 :KHUHWKH%RDUGGHFLGHVWRUHIXVHWKHDSSOLFDWLRQ LQZKROHRULQSDUW WKH
GHFLVLRQQRWLFHPXVWVSHFLI\WKHUHDVRQVIRUWKDWGHFLVLRQ
 7KH%RDUGPXVWSXEOLVKWKHGHFLVLRQQRWLFH




 :KHUH DQ DSSOLFDWLRQ LV PDGH XQGHU WKLV 3DUW WKH %RDUG PXVW JLYH WKH
GHFLVLRQQRWLFHXQGHUSDUDJUDSKZLWKLQWKHGHFLVLRQSHULRG
 7KHqGHFLVLRQSHULRGrLVWKHSHULRGRIPRQWKVEHJLQQLQJZLWKWKHGD\RQ
ZKLFKWKHDSSOLFDWLRQLVPDGHWRWKH%RDUG
 7KH %RDUG PD\ EHIRUH WKH HQG RI WKH GHFLVLRQ SHULRG LVVXH D QRWLFH
H[WHQGLQJWKDWSHULRGE\DSHULRGVSHFLILHGLQWKHQRWLFH



 0RUH WKDQ RQH QRWLFH PD\ EH LVVXHG XQGHU VXESDUDJUDSK   EXW WKH
GHFLVLRQSHULRGPXVWQRWH[FHHGPRQWKV
 7KH%RDUGPD\LVVXHDQRWLFHXQGHUVXESDUDJUDSK  RQO\DIWHULWKDVu
D FRQVXOWHGWKH2)7WKH&RQVXPHU3DQHODQGWKHVHQLRUMXGJHVDQG
E REWDLQHGWKH6HFUHWDU\RI6WDWHpVFRQVHQWWRWKHH[WHQVLRQ



 $ QRWLFH XQGHU VXESDUDJUDSK   PXVW VWDWH WKH %RDUGpV UHDVRQV IRU
H[WHQGLQJWKHGHFLVLRQSHULRG
 7KH%RDUGPXVWSXEOLVKDQ\QRWLFHLVVXHGXQGHUVXESDUDJUDSK  
(IIHFWRIJUDQWRIDSSOLFDWLRQ




 7KLV SDUDJUDSK DSSOLHV ZKHUH DQ DSSOLFDWLRQ LV JUDQWHG LQ UHODWLRQ WR D
UHVHUYHGOHJDODFWLYLW\RUDFWLYLWLHV
'UDIW%LOO



/HJDO6HUYLFHV%LOO
6FKHGXOHu$SSURYHGUHJXODWRUV
3DUWu'HVLJQDWLRQRIERGLHVE\RUGHU

 7KH%RDUGPXVWUHFRPPHQGWRWKH6HFUHWDU\RI6WDWHWKDWDQRUGHUEHPDGH
GHVLJQDWLQJ WKH DSSOLFDQW DV DQ DSSURYHG UHJXODWRU LQ UHODWLRQ WR WKH
UHVHUYHGOHJDODFWLYLW\RUDFWLYLWLHVLQTXHVWLRQ
 7KH%RDUGPXVWSXEOLVKDQ\UHFRPPHQGDWLRQPDGHXQGHUVXESDUDJUDSK




 7KH%RDUGPXVWPDNHDYDLODEOHWRWKH6HFUHWDU\RI6WDWHu
D DQ\DGYLFHGXO\JLYHQXQGHUSDUDJUDSKVWRDQG
E DQ\ZULWWHQUHSUHVHQWDWLRQVGXO\PDGHXQGHUSDUDJUDSKDQGWKH
UHSRUW LIDQ\ SUHSDUHGXQGHUWKDWSDUDJUDSK
3RZHURI6HFUHWDU\RI6WDWHWRREWDLQIXUWKHULQIRUPDWLRQ


 :KHUHWKH%RDUGPDNHVDUHFRPPHQGDWLRQWRWKH6HFUHWDU\RI6WDWHXQGHU
SDUDJUDSK  WKH 6HFUHWDU\ RI 6WDWH PD\ IRU WKH SXUSRVH RI PDNLQJ D
GHFLVLRQ XQGHU SDUDJUDSK  E\ QRWLFH UHTXHVW WKH %RDUG WR SURYLGH WKH
6HFUHWDU\RI6WDWHZLWKVXFKIXUWKHULQIRUPDWLRQDVLVVSHFLILHGLQWKHQRWLFH
ZLWKLQVXFKSHULRGDVLVVRVSHFLILHG





 7KH6HFUHWDU\RI6WDWHPXVWSXEOLVKDQ\QRWLFHJLYHQXQGHUVXESDUDJUDSK

 ,IWKH%RDUGLVXQDEOHWRFRPSO\ZLWKDUHTXHVWXQGHUVXESDUDJUDSK  LW
PXVWJLYHWKH6HFUHWDU\RI6WDWHDQRWLFHWRWKDWHIIHFWVSHFLI\LQJWKHUHDVRQV
IRULWEHLQJXQDEOHWRFRPSO\



6HFUHWDU\RI6WDWHpVGHFLVLRQWRPDNHDQRUGHU


 :KHUHDUHFRPPHQGDWLRQLVPDGHWRWKH6HFUHWDU\RI6WDWHXQGHUSDUDJUDSK
WKH6HFUHWDU\RI6WDWHPD\u
D PDNHDQRUGHULQDFFRUGDQFHZLWKWKHUHFRPPHQGDWLRQRU
E UHIXVHWRPDNHVXFKDQRUGHU



 :KHUHWKHUHFRPPHQGDWLRQUHODWHVWRPRUHWKDQRQHUHVHUYHGOHJDODFWLYLW\
WKH 6HFUHWDU\ RI 6WDWH PD\ PDNH DQ RUGHU XQGHU VXESDUDJUDSK  D  LQ
UHODWLRQWRDOORUDQ\RIWKHP
 7KH6HFUHWDU\RI6WDWHPXVWu
D GHFLGHZKHWKHUWRPDNHDQRUGHUXQGHUWKLVSDUDJUDSKDQG
E JLYHQRWLFHRIWKDWGHFLVLRQ qWKHGHFLVLRQQRWLFHr WRWKHDSSOLFDQW
ZLWKLQ WKH SHULRG RI  GD\V EHJLQQLQJ ZLWK WKH GD\ RQ ZKLFK WKH
UHFRPPHQGDWLRQZDVPDGH
 ,IWKH6HFUHWDU\RI6WDWHGHFLGHVQRWWRPDNHDQRUGHULQDFFRUGDQFHZLWKWKH
ZKROH RU SDUW RI WKH UHFRPPHQGDWLRQ WKH GHFLVLRQ QRWLFH PXVW VWDWH WKH
UHDVRQVIRUWKHGHFLVLRQ





 7KH6HFUHWDU\RI6WDWHPXVWSXEOLVKWKHGHFLVLRQQRWLFH
$SSURYDORIUHJXODWRU\DUUDQJHPHQWV


 :KHUHDQRUGHULVPDGHE\WKH6HFUHWDU\RI6WDWHXQGHUSDUDJUDSKWKH
DSSOLFDQWpVSURSRVHGUHJXODWRU\DUUDQJHPHQWVDUHDWWKHVDPHWLPHWUHDWHG
DVKDYLQJEHHQDSSURYHGE\WKH%RDUG

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu$SSURYHGUHJXODWRUV
3DUWu'HVLJQDWLRQRIERGLHVE\RUGHU

 %XWZKHUHWKHRUGHUUHODWHVWRRQHRUPRUH EXWQRWDOO RIWKHUHVHUYHGOHJDO
DFWLYLWLHVWRZKLFKWKHDSSOLFDWLRQUHODWHGVXESDUDJUDSK  KDVHIIHFWDVLI
WKHUHIHUHQFHWRWKHDSSOLFDQWpVSURSRVHGUHJXODWRU\DUUDQJHPHQWVZHUHD
UHIHUHQFHWRWKRVHDUUDQJHPHQWVH[FOXGLQJDQ\SURYLVLRQPDGHLQUHVSHFWRI
DQ\DFWLYLWLHVH[FOXGHGIURPWKHRUGHU



 6XESDUDJUDSK   LV ZLWKRXW SUHMXGLFH WR WKH %RDUGpV SRZHU WR JLYH
GLUHFWLRQVXQGHUVHFWLRQ SRZHUVWRGLUHFWDQDSSURYHGUHJXODWRUWRWDNH
VWHSV LQ FHUWDLQ FLUFXPVWDQFHV LQFOXGLQJ VWHSV WR DPHQG LWV UHJXODWRU\
DUUDQJHPHQWV 
3$57



$/7(5$7,212)$33529('5(*8/$725p65(*8/$725<$55$1*(0(176
5HTXLUHPHQWIRUDSSURYDO


 ,IDQDSSURYHGUHJXODWRUPDNHVDQDOWHUDWLRQRILWVUHJXODWRU\DUUDQJHPHQWV
WKHDOWHUDWLRQGRHVQRWKDYHHIIHFWXQOHVVLWLVDSSURYHGIRUWKHSXUSRVHVRI
WKLV$FW
 $QDOWHUDWLRQLVDSSURYHGIRUWKHSXUSRVHVRIWKLV$FWLIu
D LW LV DSSURYHG E\ YLUWXH RI SDUDJUDSK  DSSURYDO RI SURSRVHG
UHJXODWRU\ DUUDQJHPHQWV RQ GHVLJQDWLRQ E\ RUGHU DV DSSURYHG
UHJXODWRU 
E LWLVDSSURYHGE\WKH%RDUGXQGHUWKLV3DUWRIWKLV6FKHGXOH
F LWLVDQH[HPSWDOWHUDWLRQ
G LWLVDQDOWHUDWLRQPDGHLQFRPSOLDQFHZLWKDGLUHFWLRQXQGHUVHFWLRQ

H LWLVDSSURYHGE\YLUWXHRISDUDJUDSKRI6FKHGXOH DSSURYDORI
OLFHQVLQJUXOHVRQGHVLJQDWLRQE\RUGHUDVOLFHQVLQJDXWKRULW\ RU
I LWLVDSSURYHGE\YLUWXHRISDUDJUDSKRI6FKHGXOH DSSURYDORI
SURSRVHG UHJXODWRU\ DUUDQJHPHQWV ZKHQ JUDQWLQJ qTXDOLI\LQJ
UHJXODWRUrVWDWXVIRUWKHSXUSRVHVRI3DUWRIWKH,PPLJUDWLRQDQG
$V\OXP$FW F  
 $QH[HPSWDOWHUDWLRQLVDQDOWHUDWLRQZKLFKWKH%RDUGKDVGLUHFWHGLVWREH
WUHDWHGDVH[HPSWIRUWKHSXUSRVHVRIWKLVSDUDJUDSK









 $GLUHFWLRQXQGHUVXESDUDJUDSK  PD\EHVSHFLILFRUJHQHUDODQGPXVWEH
SXEOLVKHGE\WKH%RDUG
 ,Q WKLV 3DUW RI WKLV 6FKHGXOH UHIHUHQFHV WR DQ qDOWHUDWLRQr RI UHJXODWRU\
DUUDQJHPHQWVLQFOXGHDQDGGLWLRQWRRUWKHUHYRFDWLRQRIDQ\SDUWRIWKH
DUUDQJHPHQWV



 ,IDTXHVWLRQDULVHVZKHWKHUDSSURYDOLVUHTXLUHGE\YLUWXHRIWKLV3DUWRIWKLV
6FKHGXOHLWLVIRUWKH%RDUGWRGHFLGH
 1RWKLQJLQWKLV3DUWRIWKLV6FKHGXOHDSSOLHVLQUHODWLRQWRDQ\DOWHUDWLRQRI
WKH UHJXODWRU\ DUUDQJHPHQWV RI WKH %RDUG LQ LWV FDSDFLW\ DV DQ DSSURYHG
UHJXODWRU RURILWVOLFHQVLQJUXOHV 

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu$SSURYHGUHJXODWRUV
3DUWu$OWHUDWLRQRIDSSURYHGUHJXODWRUpVUHJXODWRU\DUUDQJHPHQWV

$SSOLFDWLRQWR%RDUG


 $Q DSSOLFDWLRQ E\ DQ DSSURYHG UHJXODWRU IRU WKH %RDUG WR DSSURYH DQ
DOWHUDWLRQRUDOWHUDWLRQVRILWVUHJXODWRU\DUUDQJHPHQWVPXVWEHPDGHLQVXFK
IRUPDQGPDQQHUDVWKH%RDUGPD\VSHFLI\LQUXOHV
 7KHDSSOLFDWLRQPXVWEHDFFRPSDQLHGE\u
D GHWDLOVRIWKHDSSURYHGUHJXODWRUpVUHJXODWRU\DUUDQJHPHQWV
E GHWDLOVRIWKHDOWHUDWLRQRUDOWHUDWLRQVDQG
F VXFK H[SODQDWRU\ PDWHULDO DV WKH DSSURYHG UHJXODWRU FRQVLGHUV LV
OLNHO\WREHQHHGHGIRUWKHSXUSRVHVRIWKLV3DUWRIWKLV6FKHGXOH

,QLWLDOGHWHUPLQDWLRQ






 :KHUHWKH%RDUGKDVUHFHLYHGDQDSSOLFDWLRQXQGHUSDUDJUDSKLWPD\u
D JUDQWWKHDSSOLFDWLRQDQGJLYHWKHDSSURYHGUHJXODWRUDQRWLFHWRWKDW
HIIHFWRU
E JLYH WKH DSSURYHG UHJXODWRU D QRWLFH VWDWLQJ WKDW WKH %RDUG LV
FRQVLGHULQJZKHWKHUWRUHIXVHWKHDSSOLFDWLRQ DqZDUQLQJQRWLFHr 



 7KH%RDUGPXVWSXEOLVKDQ\QRWLFHJLYHQE\LWXQGHUVXESDUDJUDSK  D RU
E
 ,I WKH %RDUG GRHV QRW JLYH WKH DSSURYHG UHJXODWRU D QRWLFH XQGHU VXE
SDUDJUDSK  D RU E ZLWKLQWKHLQLWLDOGHFLVLRQSHULRGWKHDSSOLFDWLRQLV
GHHPHGWRKDYHEHHQJUDQWHGE\WKH%RDUG



 7KHqLQLWLDOGHFLVLRQSHULRGrPHDQVWKHSHULRGRIGD\VEHJLQQLQJZLWKWKH
GD\RQZKLFKWKHDSSOLFDWLRQZDVUHFHLYHGE\WKH%RDUG
$GYLFH


 :KHUH WKH %RDUG KDV JLYHQ WKH DSSURYHG UHJXODWRU D ZDUQLQJ QRWLFH WKH
%RDUGPD\LQYLWHVXFKSHUVRQVDVLWFRQVLGHUVDSSURSULDWHWRJLYHWRLWDGYLFH
UHJDUGLQJZKHWKHUWKHDSSOLFDWLRQVKRXOGEHJUDQWHG
 $ SHUVRQ qWKH FRQVXOWHHr  WR ZKRP DQ LQYLWDWLRQ LV JLYHQ XQGHU VXE
SDUDJUDSK  PD\IRUWKHSXUSRVHVRIJLYLQJDGYLFHWRWKH%RDUGXQGHUWKLV
SDUDJUDSKUHTXHVWWKHDSSURYHGUHJXODWRURUDQ\RWKHUSHUVRQWRSURYLGH
WKHFRQVXOWHHZLWKVXFKDGGLWLRQDOLQIRUPDWLRQDVPD\EHVSHFLILHGE\WKH
FRQVXOWHH





5HSUHVHQWDWLRQVE\DSSOLFDQW


 7KH %RDUG PXVW JLYH WR WKH DSSURYHG UHJXODWRU D FRS\ RI DQ\ DGYLFH
REWDLQHGXQGHUSDUDJUDSK
 7KHDSSURYHGUHJXODWRUPD\PDNHWRWKH%RDUGu
D ZULWWHQUHSUHVHQWDWLRQVDQG
E LIWKH%RDUGDXWKRULVHVLWWRGRVRRUDOUHSUHVHQWDWLRQV
DERXWWKHDGYLFH
 7KH %RDUG PXVW PDNH UXOHV JRYHUQLQJ WKH PDNLQJ RI RUDO DQG ZULWWHQ
UHSUHVHQWDWLRQV
 5HSUHVHQWDWLRQVXQGHUWKLVSDUDJUDSKPXVWEHPDGHZLWKLQu

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu$SSURYHGUHJXODWRUV
3DUWu$OWHUDWLRQRIDSSURYHGUHJXODWRUpVUHJXODWRU\DUUDQJHPHQWV

D
E



WKHSHULRGRIGD\VEHJLQQLQJZLWKWKHGD\RQZKLFKWKHFRS\RI
WKHDGYLFHLVJLYHQWRWKHDSSURYHGUHJXODWRURU
VXFKORQJHUSHULRGDVWKH%RDUGPD\VSHFLI\LQDSDUWLFXODUFDVH

 :KHUH RUDOUHSUHVHQWDWLRQVDUH PDGH WKH%RDUGPXVW SUHSDUH D UHSRUWRI
WKRVHUHSUHVHQWDWLRQV



 %HIRUHSUHSDULQJWKDWUHSRUWWKH%RDUGPXVWu
D JLYHWKHDSSURYHGUHJXODWRUDUHDVRQDEOHRSSRUWXQLW\WRFRPPHQW
RQDGUDIWRIWKHUHSRUWDQG
E KDYHUHJDUGWRDQ\FRPPHQWVGXO\PDGH
3XEOLFDWLRQRIDGYLFHDQGUHSUHVHQWDWLRQVHWF




 7KH%RDUGPXVWDVVRRQDVSUDFWLFDEOHDIWHUWKHHQGRIWKHSHULRGZLWKLQ
ZKLFKUHSUHVHQWDWLRQVXQGHUSDUDJUDSKPD\EHPDGHSXEOLVKu
D DQ\DGYLFHJLYHQXQGHUSDUDJUDSK
E DQ\ZULWWHQUHSUHVHQWDWLRQVGXO\PDGHXQGHUSDUDJUDSKDQGWKH
UHSRUW LIDQ\ SUHSDUHGXQGHUWKDWSDUDJUDSK



 1RWKLQJLQVXESDUDJUDSK  RSHUDWHVu
D WR SUHYHQW D SHUVRQ ZKR JLYHV DGYLFH XQGHU SDUDJUDSK  IURP
SXEOLVKLQJWKDWDGYLFHRU
E WRSUHYHQWDSHUVRQZKRPDNHVUHSUHVHQWDWLRQVXQGHUSDUDJUDSK
IURPSXEOLVKLQJWKRVHUHSUHVHQWDWLRQV



 $ SHUVRQ qWKH SXEOLVKHUr  SXEOLVKLQJ DQ\ VXFK PDWHULDO ZKHWKHU XQGHU
VXESDUDJUDSK   RU RWKHUZLVH  PXVW VR IDU DV SUDFWLFDEOH H[FOXGH DQ\
PDWWHU ZKLFK UHODWHV WR WKH SULYDWH DIIDLUV RI D SDUWLFXODU LQGLYLGXDO WKH
SXEOLFDWLRQ RI ZKLFK LQ WKH RSLQLRQ RI WKH SXEOLVKHU ZRXOG RU PLJKW
VHULRXVO\DQGSUHMXGLFLDOO\DIIHFWWKHLQWHUHVWVRIWKDWLQGLYLGXDO



'HFLVLRQE\WKH%RDUG


 $IWHUFRQVLGHULQJu
D WKHDSSOLFDWLRQDQGDQ\DFFRPSDQ\LQJPDWHULDO
E DQ\RWKHULQIRUPDWLRQSURYLGHGE\WKHDSSURYHGUHJXODWRU
F DQ\DGYLFHREWDLQHGXQGHUSDUDJUDSK
G DQ\UHSUHVHQWDWLRQVGXO\PDGHXQGHUSDUDJUDSKDQG
H DQ\ RWKHU LQIRUPDWLRQ ZKLFK WKH %RDUG FRQVLGHUV UHOHYDQW WR WKH
DSSOLFDWLRQ
WKH%RDUGPXVWGHFLGHZKHWKHUWRJUDQWWKHDSSOLFDWLRQ
 7KH%RDUGPD\JUDQWWKHDSSOLFDWLRQLQZKROHRULQSDUW
 7KH%RDUGPD\UHIXVHWKHDSSOLFDWLRQRQO\LILWLVVDWLVILHGWKDWu
D JUDQWLQJ WKH DSSOLFDWLRQ ZRXOG EH SUHMXGLFLDO WR WKH UHJXODWRU\
REMHFWLYHV
E JUDQWLQJWKHDSSOLFDWLRQZRXOGEHFRQWUDU\WRDQ\SURYLVLRQPDGHE\
RUE\YLUWXHRIWKLV$FWRUDQ\RWKHUHQDFWPHQWRUZRXOGUHVXOWLQWKH
UHTXLUHPHQWVRISDUDJUDSK  FHDVLQJWREHVDWLVILHGLQUHODWLRQWR
WKHDSSURYHGUHJXODWRU

'UDIW%LOO









/HJDO6HUYLFHV%LOO
6FKHGXOHu$SSURYHGUHJXODWRUV
3DUWu$OWHUDWLRQRIDSSURYHGUHJXODWRUpVUHJXODWRU\DUUDQJHPHQWV

F
G
H

WKH DOWHUDWLRQ ZRXOG HQDEOH WKH DSSURYHG UHJXODWRU WR DXWKRULVH
SHUVRQVWRFDUU\RQDFWLYLWLHV ZKLFKDUHUHVHUYHG OHJDODFWLYLWLHVLQ
UHODWLRQWRZKLFKLWLVQRWDUHOHYDQWDSSURYHGUHJXODWRU
WKH DOWHUDWLRQ ZRXOG HQDEOH WKH DSSURYHG UHJXODWRU WR OLFHQVH
SHUVRQVXQGHU3DUWWRFDUU\RQDFWLYLWLHVZKLFKDUHUHVHUYHGOHJDO
DFWLYLWLHVLQUHODWLRQWRZKLFKLWLVQRWDOLFHQVLQJDXWKRULW\
WKH DOWHUDWLRQ KDV EHHQ RU LV OLNHO\ WR EH PDGH RWKHUZLVH WKDQ LQ
DFFRUGDQFH ZLWK WKH SURFHGXUHV ZKHWKHU VWDWXWRU\ RU RWKHUZLVH
ZKLFKDSSO\LQUHODWLRQWRWKHPDNLQJRIWKHDOWHUDWLRQ

 6XESDUDJUDSK   DSSOLHV LQ UHODWLRQ WR DQ\ SDUW RI DQ DSSOLFDWLRQ DV LI
UHIHUHQFHVWRWKHDSSOLFDWLRQZHUHWRWKHSDUW





 7KH %RDUG PXVW JLYH QRWLFH RI LWV GHFLVLRQ qWKH GHFLVLRQ QRWLFHr  WR WKH
DSSURYHGUHJXODWRU
 :KHUHWKH%RDUGGHFLGHVWRUHIXVHWKHDSSOLFDWLRQ LQZKROHRULQSDUW WKH
GHFLVLRQQRWLFHPXVWVSHFLI\WKHUHDVRQVIRUWKDWGHFLVLRQ



 7KH%RDUGPXVWSXEOLVKWKHGHFLVLRQQRWLFH
 7KH6HFUHWDU\RI6WDWHPD\RQWKHUHFRPPHQGDWLRQRIWKH%RDUGE\RUGHU
PRGLI\WKHJURXQGVVSHFLILHGLQVXESDUDJUDSK  RQZKLFKWKH%RDUGPD\
UHIXVHDQDSSOLFDWLRQ
)DLOXUHWRGHFLGHDSSOLFDWLRQGXULQJGHFLVLRQSHULRG




 7KLV SDUDJUDSK DSSOLHV ZKHUH WKH %RDUG JLYHV DQ DSSURYHG UHJXODWRU D
ZDUQLQJQRWLFHXQGHUSDUDJUDSKLQUHVSHFWRIWKHDSSURYHGUHJXODWRUpV
DSSOLFDWLRQ
 ,I WKH %RDUG GRHV QRW ZLWKLQ WKH GHFLVLRQ SHULRG JLYH WKH DSSURYHG
UHJXODWRU QRWLFH RI LWV GHFLVLRQ XQGHU SDUDJUDSK  WKH DSSOLFDWLRQ LV
GHHPHGWRKDYHEHHQJUDQWHGE\WKH%RDUGDWWKHHQGRIWKDWSHULRG



 6XEMHFW WR VXESDUDJUDSKV   DQG   qWKH GHFLVLRQ SHULRGr PHDQV WKH
SHULRG RI  PRQWKV EHJLQQLQJ ZLWK WKH GD\ RQ ZKLFK WKH DSSURYHG
UHJXODWRUUHFHLYHGWKHZDUQLQJQRWLFH
 7KH%RDUGPD\RQRQHRUPRUHRFFDVLRQVJLYHWKHDSSURYHGUHJXODWRUD
QRWLFH DQqH[WHQVLRQQRWLFHr H[WHQGLQJWKHGHFLVLRQSHULRG
 %XWu
D DQ H[WHQVLRQ QRWLFH PD\ RQO\ EH JLYHQ ZLWK WKH FRQVHQW RI WKH
6HFUHWDU\RI6WDWH
E DQ H[WHQVLRQ QRWLFH PD\ RQO\ EH JLYHQ EHIRUH WKH WLPH ZKHQ WKH
GHFLVLRQSHULRGZRXOGHQGEXWIRUWKHH[WHQVLRQQRWLFHDQG
F WKHWRWDOGHFLVLRQSHULRGPXVWQRWH[FHHGPRQWKV





 7KH%RDUGPXVWSXEOLVKDQ\H[WHQVLRQQRWLFHJLYHQE\LW
(IIHFWRIJUDQWRIDSSOLFDWLRQ


 :KHUH DQ DSSOLFDWLRQ LV JUDQWHG XQGHU SDUDJUDSK   D  RU      RU
  WKHDOWHUDWLRQRUDOWHUDWLRQVRIWKHUHJXODWRU\DUUDQJHPHQWVWRZKLFK
WKHDSSOLFDWLRQUHODWHVDUHDSSURYHG

'UDIW%LOO



/HJDO6HUYLFHV%LOO
6FKHGXOHu$SSURYHGUHJXODWRUV
3DUWu$OWHUDWLRQRIDSSURYHGUHJXODWRUpVUHJXODWRU\DUUDQJHPHQWV



 :KHUH D SDUW RI DQ DSSOLFDWLRQ LV JUDQWHG XQGHU SDUDJUDSK    WKH
DOWHUDWLRQ RU DOWHUDWLRQV RI WKH UHJXODWRU\ DUUDQJHPHQWV WR ZKLFK WKH SDUW
UHODWHVDUHDSSURYHG
 6XESDUDJUDSKV  DQG  DUHZLWKRXWSUHMXGLFHWRWKH%RDUGpVSRZHUWR
JLYHGLUHFWLRQVXQGHUVHFWLRQ SRZHUWRGLUHFWDQDSSURYHGUHJXODWRUWR
WDNHVWHSVLQFHUWDLQFLUFXPVWDQFHVLQFOXGLQJVWHSVWRDPHQGLWVUHJXODWRU\
DUUDQJHPHQWV 

6&+('8/(



6HFWLRQVDQG

$/7(5$7,212)5(6(59('/(*$/$&7,9,7,(6
,QWURGXFWRU\




,QWKLV6FKHGXOHLQUHODWLRQWRDQDFWLYLW\u
qVHFWLRQLQYHVWLJDWLRQrPHDQVDQLQYHVWLJDWLRQKHOGZLWKDYLHZWR
GHWHUPLQLQJ ZKHWKHU RU QRW WKH %RDUG VKRXOG PDNH D
UHFRPPHQGDWLRQLQUHVSHFWRIWKHDFWLYLW\IRUWKHSXUSRVHVRIVHFWLRQ
 UHFRPPHQGDWLRQV DQG RUGHUV WR H[WHQG WKH UHVHUYHG OHJDO
DFWLYLWLHV 
qVHFWLRQLQYHVWLJDWLRQrPHDQVDQLQYHVWLJDWLRQKHOGZLWKDYLHZWR
GHWHUPLQLQJ ZKHWKHU RU QRW WKH %RDUG VKRXOG PDNH D
UHFRPPHQGDWLRQLQUHVSHFWRIWKHDFWLYLW\IRUWKHSXUSRVHVRIVHFWLRQ
 UHFRPPHQGDWLRQVWKDWDQDFWLYLW\VKRXOGFHDVHWREHDUHVHUYHG
OHJDODFWLYLW\ 





5HTXHVWVIRU%RDUGWRKROGDIXOOLQYHVWLJDWLRQ


 $SHUVRQPD\u
D UHTXHVWWKH%RDUGWRKROGDVHFWLRQLQYHVWLJDWLRQLQUHVSHFWRIDQ
DFWLYLW\RU
E UHTXHVWWKH%RDUGWRKROGDVHFWLRQLQYHVWLJDWLRQLQUHVSHFWRIDQ
DFWLYLW\



 $ UHTXHVW XQGHU VXESDUDJUDSK   PXVW EH LQ ZULWLQJ DQG VSHFLI\ WKH
DFWLYLW\WRZKLFKLWUHODWHV
 ,QWKHFDVHRIDUHTXHVWIRUDVHFWLRQLQYHVWLJDWLRQWKHDFWLYLW\LQUHVSHFW
RIZKLFKWKHUHTXHVWLVPDGHPXVWEHDOHJDODFWLYLW\



%RDUGpVGXW\WRKROGSUHOLPLQDU\LQTXLULHVLQFHUWDLQFDVHV


 7KLVSDUDJUDSKDSSOLHVZKHUHWKH%RDUGUHFHLYHVDUHTXHVWXQGHUSDUDJUDSK
LQUHVSHFWRIDQDFWLYLW\IURPu
D WKH6HFUHWDU\RI6WDWH
E WKH2)7
F WKH&RQVXPHU3DQHORU
G WKHVHQLRUMXGJHVDFWLQJMRLQWO\
 7KH%RDUGPXVWu
D FDUU\ RXW VXFK LQTXLULHV DV LW FRQVLGHUV DSSURSULDWH WR HQDEOH LW WR
GHWHUPLQHZKHWKHULWLVDSSURSULDWHWRKROGDVHFWLRQLQYHVWLJDWLRQ

'UDIW%LOO







/HJDO6HUYLFHV%LOO
6FKHGXOHu$OWHUDWLRQRIUHVHUYHGOHJDODFWLYLWLHV

E

RU DV WKH FDVH PD\ EH D VHFWLRQ  LQYHVWLJDWLRQ LQ UHVSHFW RI WKH
DFWLYLW\DQG
PDNHWKDWGHWHUPLQDWLRQZLWKLQWKHSUHOLPLQDU\LQTXLU\SHULRG

 q7KHSUHOLPLQDU\LQTXLU\SHULRGrPHDQVWKHSHULRGRIPRQWKVEHJLQQLQJ
ZLWKWKHGD\RQZKLFKWKHUHTXHVWXQGHUSDUDJUDSKZDVUHFHLYHGE\WKH
%RDUG



 7KH%RDUGPD\EHIRUHWKHHQGRIWKHSUHOLPLQDU\LQTXLU\SHULRGLQUHODWLRQ
WRDUHTXHVWLVVXHDQRWLFHH[WHQGLQJWKDWSHULRGE\DSHULRGVSHFLILHGLQWKH
QRWLFH
 0RUHWKDQRQHQRWLFHPD\EHLVVXHGXQGHUVXESDUDJUDSK  EXWWKHWRWDO
SUHOLPLQDU\LQTXLU\SHULRGPXVWQRWH[FHHGPRQWKV



 $ QRWLFH XQGHU VXESDUDJUDSK   PXVW VWDWH WKH %RDUGpV UHDVRQV IRU
H[WHQGLQJWKHSUHOLPLQDU\LQTXLU\SHULRG
 7KH%RDUGPXVWSXEOLVKDQRWLFHLVVXHGXQGHUVXESDUDJUDSK  
%RDUGpVSRZHUWRKROGSUHOLPLQDU\LQTXLULHVLQRWKHUFDVHV


 7KH%RDUGPD\u
D ZKHUHLWUHFHLYHVDUHTXHVWXQGHUSDUDJUDSKWRZKLFKSDUDJUDSK
GRHVQRWDSSO\RU
E LQDQ\RWKHUFDVHZKHUHLWFRQVLGHUVLWDSSURSULDWHWRGRVR
FDUU\RXWVXFKLQTXLULHVDVLWFRQVLGHUVDSSURSULDWHWRHQDEOHLWWRGHWHUPLQH
ZKHWKHULWLVDSSURSULDWHWRKROGDVHFWLRQLQYHVWLJDWLRQRUDVHFWLRQ
LQYHVWLJDWLRQLQUHVSHFWRIDQDFWLYLW\





 ,QWKHFDVHRIDVHFWLRQLQYHVWLJDWLRQWKDWDFWLYLW\PXVWEHDOHJDODFWLYLW\
$GYLFH


 %HIRUH GHWHUPLQLQJ ZKHWKHU LW LV DSSURSULDWH WR KROG D VHFWLRQ 
LQYHVWLJDWLRQRUDVHFWLRQLQYHVWLJDWLRQLQUHVSHFWRIDQDFWLYLW\WKH%RDUG
PD\VHHNWKHDGYLFHRIRQHRUERWKRIWKHIROORZLQJERGLHVu
D WKH2)7
E WKH&RQVXPHU3DQHO



 7KH2)7RUWKH&RQVXPHU3DQHOPXVWLILWVDGYLFHLVVRXJKWJLYHWKH%RDUG
VXFKDGYLFHDVLWWKLQNVILWZLWKLQVXFKUHDVRQDEOHSHULRGDVWKH%RDUGPD\
VSHFLI\



 ,QGHFLGLQJZKDWDGYLFHWRJLYHu
D WKH 2)7 PXVW LQ SDUWLFXODU FRQVLGHU ZKHWKHU PDNLQJ DQ RUGHU
XQGHUVHFWLRQRU DVWKHFDVHPD\EH SURYLVLRQLQDFFRUGDQFHZLWK
DUHFRPPHQGDWLRQXQGHUVHFWLRQLQUHVSHFWRIWKHDFWLYLW\ZRXOG
RUZRXOGEHOLNHO\WR UHVWULFWGLVWRUWRUSUHYHQWFRPSHWLWLRQZLWKLQ
WKHPDUNHWIRUUHVHUYHGOHJDOVHUYLFHVWRDQ\VLJQLILFDQWH[WHQWDQG
E WKH &RQVXPHU 3DQHO PXVW KDYH UHJDUG WR WKH OLNHO\ LPSDFW ZKLFK
PDNLQJWKDWRUGHURU DVWKHFDVHPD\EH SURYLVLRQZRXOGKDYHRQ
FRQVXPHUV
 7KH 2)7 RU WKH &RQVXPHU 3DQHO PD\ IRU WKH SXUSRVHV RI JLYLQJ DGYLFH
XQGHUWKLVSDUDJUDSKUHTXHVWDQ\SHUVRQWRSURYLGHLWZLWKVXFKLQIRUPDWLRQ
DVPD\EHVSHFLILHGE\LW

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu$OWHUDWLRQRIUHVHUYHGOHJDODFWLYLWLHV





 %HIRUH GHWHUPLQLQJ ZKHWKHU LW LV DSSURSULDWH WR KROG D VHFWLRQ 
LQYHVWLJDWLRQRUDVHFWLRQLQYHVWLJDWLRQLQUHVSHFWRIDQDFWLYLW\WKH%RDUG
PD\DOVRVHHNWKHDGYLFHRIHDFKRIWKHVHQLRUMXGJHV
 ,IWKH%RDUGKDVVRXJKWDGYLFHXQGHUSDUDJUDSKWKH%RDUGPD\QRWVHHN
DGYLFHIURPWKHVHQLRUMXGJHVXQWLOu
D WKHSHULRGIRUJLYLQJDGYLFHXQGHUSDUDJUDSKKDVHQGHGDQG
E LWKDVJLYHQHDFKRIWKHVHQLRUMXGJHVDFRS\RIDQ\DGYLFHGXO\JLYHQ
XQGHUWKDWSDUDJUDSK
 $VHQLRUMXGJHZKRVHDGYLFHLVVRXJKWXQGHUVXESDUDJUDSK  u
D PXVWJLYHWKH%RDUGVXFKDGYLFHDVWKHMXGJHWKLQNVILWZLWKLQVXFK
UHDVRQDEOHSHULRGDVPD\EHVSHFLILHGE\WKH%RDUGDQG
E PD\IRUWKHSXUSRVHVRIJLYLQJWKDWDGYLFHUHTXHVWDQ\SHUVRQWR
SURYLGHWKHMXGJHZLWKVXFKLQIRUPDWLRQDVPD\EHVSHFLILHGE\WKH
MXGJH







 ,Q GHFLGLQJ ZKDW DGYLFH WR JLYH D VHQLRU MXGJH PXVW LQ SDUWLFXODU KDYH
UHJDUGWRWKHOLNHO\LPSDFWRQWKHFRXUWVLQ(QJODQGDQG:DOHVRIWKHPDNLQJ
RIDQRUGHUXQGHUVHFWLRQRU DVWKHFDVHPD\EH SURYLVLRQLQDFFRUGDQFH
ZLWK D UHFRPPHQGDWLRQ XQGHU VHFWLRQ  LQ UHVSHFW RI WKH DFWLYLW\ LQ
TXHVWLRQ



 7KH%RDUGPXVWFRQVLGHUDQGSXEOLVKDQ\DGYLFHJLYHQXQGHUSDUDJUDSK
RU



 1RWKLQJ LQ WKLV SDUDJUDSK RSHUDWHV WR SUHYHQW D SHUVRQ ZKR JLYHV VXFK
DGYLFHIURPSXEOLVKLQJLW
5HVWULFWLRQVRQUHIXVLQJDSDUDJUDSKUHTXHVW


 7KLVSDUDJUDSKDSSOLHVZKHUHu
D DUHTXHVWKDVEHHQPDGHXQGHUSDUDJUDSKDQG
E SDUDJUDSKDSSOLHVWRWKDWUHTXHVW
 7KH%RDUGPD\UHIXVHWKHUHTXHVWRQO\LIu
D WKHFRQVXOWDWLRQUHTXLUHPHQWVDUHVDWLVILHGDQG
E HLWKHUWKHFRQVHQWUHTXLUHPHQWLVVDWLVILHGRUWKHUHTXHVWZDVPDGH
E\WKH6HFUHWDU\RI6WDWH
 7KHFRQVXOWDWLRQUHTXLUHPHQWVDUHu
D WKDWWKH%RDUGKDVFRQVXOWHGWKH2)7WKH&RQVXPHU3DQHODQGWKH
VHQLRUMXGJHVXQGHUSDUDJUDSKVDQGDQG
E WKDWu
L WKH %RDUG KDV REWDLQHG DGYLFH IURP WKH 2)7 DQG WKH
&RQVXPHU 3DQHO RU WKH SHULRG ZLWKLQ ZKLFK WKDW DGYLFH LV
UHTXLUHGWREHJLYHQKDVH[SLUHGDQG
LL WKH%RDUGKDVREWDLQHGDGYLFHIURPHDFKRIWKHVHQLRUMXGJHV
RUWKHSHULRGZLWKLQZKLFKWKDWDGYLFHLVUHTXLUHGWREHJLYHQ
KDVH[SLUHG
 7KHFRQVHQWUHTXLUHPHQWLVWKDWu
D WKH%RDUGKDVJLYHQWKH6HFUHWDU\RI6WDWHDFRS\RIDQ\DGYLFHJLYHQ
XQGHUSDUDJUDSKRUDQG

'UDIW%LOO











/HJDO6HUYLFHV%LOO
6FKHGXOHu$OWHUDWLRQRIUHVHUYHGOHJDODFWLYLWLHV

E

WKH 6HFUHWDU\ RI 6WDWH KDV FRQVHQWHG WR WKH %RDUGpV UHIXVDO RI WKH
UHTXHVW

'HFLVLRQWRKROGLQYHVWLJDWLRQ


 7KLV SDUDJUDSK DSSOLHV ZKHUH WKH %RDUG KDV GHFLGHG IROORZLQJ LQTXLULHV
XQGHU SDUDJUDSK  RU  WR KROG D VHFWLRQ  LQYHVWLJDWLRQ RU D VHFWLRQ 
LQYHVWLJDWLRQLQUHVSHFWRIDQDFWLYLW\



 7KH%RDUGPXVWDVVRRQDVUHDVRQDEO\SUDFWLFDEOHJLYHQRWLFHRILWVGHFLVLRQ
WRu
D WKH6HFUHWDU\RI6WDWH
E WKH2)7
F WKH&RQVXPHU3DQHODQG
G WKHVHQLRUMXGJHV
DQGSXEOLVKWKHQRWLFH



 7KHQRWLFHPXVWu
D VWDWH WKH %RDUGpV UHDVRQVIRU LWV GHFLVLRQ WR KROG WKH LQYHVWLJDWLRQ
DQG
E FRQWDLQDGHVFULSWLRQ LQJHQHUDOWHUPV RIWKHSURFHGXUHVHWRXWLQ
SDUDJUDSKVWRDQGLQUXOHVXQGHUWKLV6FKHGXOHLQFOXGLQJDQ\
UHOHYDQWWLPHOLPLWV
'XW\WRLQYHVWLJDWHDQGSURGXFHDSURYLVLRQDOUHSRUWZLWKLQWKHLQYHVWLJDWLRQSHULRG






 7KLVSDUDJUDSKDSSOLHVZKHUHWKH%RDUGKDVJLYHQQRWLFHXQGHUSDUDJUDSK
  RIu
D DGHFLVLRQWRKROGDVHFWLRQLQYHVWLJDWLRQRU
E DGHFLVLRQWRKROGDVHFWLRQLQYHVWLJDWLRQ
LQUHVSHFWRIDQDFWLYLW\



 7KH%RDUGPXVWZLWKLQWKHLQYHVWLJDWLRQSHULRGu
D FDUU\ RXW VXFK LQYHVWLJDWLRQV DV LW FRQVLGHUV DSSURSULDWH IRU WKH
SXUSRVHVRIHQDEOLQJLWWRSURGXFHDSURYLVLRQDOUHSRUWLQUHVSHFWRI
WKHDFWLYLW\DQG
E SURGXFHDQGSXEOLVKVXFKDUHSRUW



 $SURYLVLRQDOUHSRUWLVDUHSRUWVWDWLQJu
D LQ D FDVH ZLWKLQ VXESDUDJUDSK  D  ZKHWKHU RU QRW WKH %RDUG LV
PLQGHG WR PDNH D UHFRPPHQGDWLRQ IRU WKH SXUSRVHV RI VHFWLRQ 
UHFRPPHQGDWLRQ WKDW DFWLYLW\ VKRXOG EHFRPH D UHVHUYHG OHJDO
DFWLYLW\ DQG
E LQ D FDVH ZLWKLQ VXESDUDJUDSK  E ZKHWKHU RU QRW WKH %RDUG LV
PLQGHG WR PDNH D UHFRPPHQGDWLRQ IRU WKH SXUSRVHV RI VHFWLRQ 
UHFRPPHQGDWLRQ WKDW DFWLYLW\ VKRXOG FHDVH WR EH D UHVHUYHG OHJDO
DFWLYLW\ 
 $SURYLVLRQDOUHSRUWPXVWDOVRVWDWHWKH%RDUGpVUHDVRQVIRULWEHLQJRUQRW
EHLQJPLQGHGWRPDNHWKHUHFRPPHQGDWLRQLQTXHVWLRQ

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu$OWHUDWLRQRIUHVHUYHGOHJDODFWLYLWLHV



q7KHLQYHVWLJDWLRQSHULRGr


 q7KHLQYHVWLJDWLRQSHULRGrPHDQVWKHSHULRGRIPRQWKVEHJLQQLQJZLWK
WKHGD\RQZKLFKWKHQRWLFHZDVJLYHQXQGHUSDUDJUDSK  
 7KH %RDUG PD\ EHIRUH WKH HQG RI WKH LQYHVWLJDWLRQ SHULRG LVVXH D QRWLFH
H[WHQGLQJWKDWSHULRGE\DSHULRGVSHFLILHGLQWKHQRWLFH



 0RUHWKDQRQHQRWLFHPD\EHLVVXHGXQGHUVXESDUDJUDSK  EXWWKHWRWDO
LQYHVWLJDWLRQSHULRGPXVWQRWH[FHHGPRQWKV
 7KH%RDUGPD\LVVXHDQRWLFHXQGHUVXESDUDJUDSK  RQO\DIWHULWKDVu
D FRQVXOWHGWKH2)7WKH&RQVXPHU3DQHODQGWKHVHQLRUMXGJHVDERXW
WKHSURSRVHGH[WHQVLRQDQG
E REWDLQHGWKH6HFUHWDU\RI6WDWHpVFRQVHQWWRWKHH[WHQVLRQ



 $ QRWLFH XQGHU VXESDUDJUDSK   PXVW VWDWH WKH %RDUGpV UHDVRQV IRU
H[WHQGLQJWKHLQYHVWLJDWLRQSHULRG
 7KH%RDUGPXVWSXEOLVKDQ\QRWLFHLVVXHGXQGHUVXESDUDJUDSK  
6XSSOHPHQWDU\SURYLVLRQVDERXWWKHLQYHVWLJDWLRQ




 7KLVSDUDJUDSKDSSOLHVIRUWKHSXUSRVHVRILQYHVWLJDWLRQVXQGHUSDUDJUDSK
  D 
 7KH %RDUG PD\ PDNH UXOHV JRYHUQLQJ WKH PDNLQJ RI RUDO DQG ZULWWHQ
UHSUHVHQWDWLRQVDQGWKHJLYLQJRIRUDODQGZULWWHQHYLGHQFHWRWKH%RDUG
 5XOHVXQGHUVXESDUDJUDSK  PD\ DPRQJRWKHUWKLQJV LQFOXGHu
D SURYLVLRQDERXWWKHWLPHDQGSODFHDWZKLFKDQ\RUDOHYLGHQFHLVWR
EHJLYHQRURUDOUHSUHVHQWDWLRQVDUHWREHKHDUG
E SURYLVLRQDERXWWKHSHULRGZLWKLQZKLFKDQ\ZULWWHQHYLGHQFHLVWR
EHJLYHQRUZULWWHQUHSUHVHQWDWLRQVDUHWREHPDGH



 ,QUHODWLRQWRHDFKLQYHVWLJDWLRQWKH%RDUGPXVWGHWHUPLQHLIDQGWRZKDW
H[WHQWu
D RUDOHYLGHQFHRUUHSUHVHQWDWLRQVVKRXOGEHKHDUGDQG
E ZULWWHQHYLGHQFHRUUHSUHVHQWDWLRQVVKRXOGEHUHFHLYHG



 7KH%RDUGPXVWVRIDUDVLVUHDVRQDEO\SUDFWLFDEOHFRQVLGHUDQ\ZULWWHQRU
RUDOUHSUHVHQWDWLRQVGXO\PDGHXQGHUWKLVSDUDJUDSK



&RQVLGHUDWLRQRIWKHSURYLVLRQDOUHSRUW


 7KH%RDUGPD\PDNHUXOHVJRYHUQLQJWKHPDNLQJWRWKH%RDUGRIRUDODQG
ZULWWHQUHSUHVHQWDWLRQVLQUHVSHFWRISURYLVLRQDOUHSRUWV
 5XOHVXQGHUVXESDUDJUDSK  PD\ DPRQJRWKHUWKLQJV LQFOXGHu
D SURYLVLRQDERXWWKHWLPHDQGSODFHDWZKLFKDQ\RUDOUHSUHVHQWDWLRQV
DUHWREHKHDUG
E SURYLVLRQDERXWWKHSHULRGZLWKLQZKLFKDQ\ZULWWHQUHSUHVHQWDWLRQV
DUHWREHPDGH
 7KH%RDUGPXVWH[HUFLVHWKHSRZHUFRQIHUUHGE\VXESDUDJUDSK  WRPDNH
SURYLVLRQu

'UDIW%LOO







/HJDO6HUYLFHV%LOO
6FKHGXOHu$OWHUDWLRQRIUHVHUYHGOHJDODFWLYLWLHV

D
E

HQDEOLQJ ZULWWHQ UHSUHVHQWDWLRQV DQG VR IDU DV LV UHDVRQDEO\
SUDFWLFDEOHRUDOUHSUHVHQWDWLRQVWREHPDGHE\DIIHFWHGSUDFWLWLRQHUV
DQG
HQDEOLQJZULWWHQRURUDOUHSUHVHQWDWLRQVWREHPDGHE\ERGLHVZKLFK
UHSUHVHQWDIIHFWHGSUDFWLWLRQHUV



 $QqDIIHFWHGSUDFWLWLRQHUrLVDSHUVRQFDUU\LQJRQWKHDFWLYLW\LQUHVSHFWRI
ZKLFKWKHLQYHVWLJDWLRQLVEHLQJKHOG


 )RUWKHSXUSRVHRIPDNLQJDGHFLVLRQXQGHUSDUDJUDSK  D RU E WKH
%RDUGPXVWDIWHUSXEOLFDWLRQRIDSURYLVLRQDOUHSRUWGHWHUPLQHLIDQGWR
ZKDWH[WHQWIXUWKHUHYLGHQFHVKRXOGEHKHDUGRUUHFHLYHG



 7KH%RDUGPD\PDNHUXOHVJRYHUQLQJWKHJLYLQJRIVXFKHYLGHQFH
 5XOHVXQGHUVXESDUDJUDSK  PD\ DPRQJRWKHUWKLQJV LQFOXGHu
D SURYLVLRQDERXWWKHWLPHDQGSODFHDWZKLFKDQ\RUDOHYLGHQFHLVWR
EHJLYHQ
E SURYLVLRQDERXWWKHSHULRGZLWKLQZKLFKDQ\ZULWWHQHYLGHQFHLVWR
EHJLYHQ


7KH%RDUGPXVWVRIDUDVLVUHDVRQDEO\SUDFWLFDEOHFRQVLGHUu
D DQ\ZULWWHQRURUDOUHSUHVHQWDWLRQVPDGHLQDFFRUGDQFHZLWKUXOHVWR
ZKLFKSDUDJUDSK  DSSOLHVDQG
E DQ\ RWKHU UHSUHVHQWDWLRQV PDGH LQ DFFRUGDQFH ZLWK UXOHV XQGHU
SDUDJUDSK    DQG DQ\ ZULWWHQ RU RUDO HYLGHQFH JLYHQ LQ
DFFRUGDQFH ZLWK UXOHV XQGHU SDUDJUDSK    ZKLFK WKH %RDUG
FRQVLGHUVUHOHYDQW





'XW\WRSUHSDUHILQDOUHSRUWZLWKLQWKHILQDOUHSRUWLQJSHULRG


 $IWHUFRPSO\LQJZLWKSDUDJUDSKWKH%RDUGPXVWGHFLGHu
D LQWKH FDVH RID VHFWLRQ LQYHVWLJDWLRQ ZKHWKHU RU QRW WR PDNH D
UHFRPPHQGDWLRQIRUWKHSXUSRVHVRIWKDWVHFWLRQDQG
E LQWKH FDVH RID VHFWLRQ LQYHVWLJDWLRQ ZKHWKHU RU QRW WR PDNH D
UHFRPPHQGDWLRQIRUWKHSXUSRVHVRIWKDWVHFWLRQ



 7KH%RDUGPXVWSUHSDUHDUHSRUW qWKHILQDOUHSRUWr ZKLFKVHWVRXWu
D LWVGHFLVLRQDQGWKHUHDVRQVIRULW
E ZKHUH LW GHFLGHV WR PDNH D UHFRPPHQGDWLRQ IRU WKH SXUSRVHV RI
VHFWLRQRUWKDWUHFRPPHQGDWLRQDQG
F ZKHUH LW GHFLGHV WR PDNH D UHFRPPHQGDWLRQ IRU WKH SXUSRVHV RI
VHFWLRQ  D VWDWHPHQW RI WKH SURYLVLRQ ZKLFK LQ WKH %RDUGpV
RSLQLRQZLOOQHHGWREHPDGHLQDQRUGHUXQGHUVHFWLRQRUE\
YLUWXH RI VHFWLRQ    SRZHU WR PDNH FRQVHTXHQWLDO SURYLVLRQ
WUDQVLWLRQDO SURYLVLRQ HWF  LI DQ RUGHU LV PDGH XQGHU VHFWLRQ  LQ
DFFRUGDQFHZLWKWKDWUHFRPPHQGDWLRQ



 7KH%RDUGPXVWu
D JLYHDFRS\RIWKHILQDOUHSRUWWRWKH6HFUHWDU\RI6WDWHDQG
E SXEOLVKWKDWUHSRUW



 7KH %RDUG PXVW FRPSO\ ZLWK WKH REOLJDWLRQV LPSRVHG E\ WKLV SDUDJUDSK
ZLWKLQWKHILQDOUHSRUWLQJSHULRG

'UDIW%LOO



/HJDO6HUYLFHV%LOO
6FKHGXOHu$OWHUDWLRQRIUHVHUYHGOHJDODFWLYLWLHV



q7KHILQDOUHSRUWLQJSHULRGr


 q7KHILQDOUHSRUWLQJSHULRGrPHDQVWKHSHULRGRIPRQWKVEHJLQQLQJZLWK
WKHGDWHRQZKLFKWKHSURYLVLRQDOUHSRUWZDVSXEOLVKHGXQGHUSDUDJUDSK
  
 7KH%RDUGPD\EHIRUHWKHHQGRIWKHILQDOUHSRUWLQJSHULRGLVVXHDQRWLFH
H[WHQGLQJWKDWSHULRGE\DSHULRGVSHFLILHGLQWKHQRWLFH



 0RUHWKDQRQHQRWLFHPD\EHLVVXHGXQGHUVXESDUDJUDSK  EXWWKHWRWDO
ILQDOUHSRUWLQJSHULRGPXVWQRWH[FHHGPRQWKV
 7KH%RDUGPD\LVVXHDQRWLFHXQGHUVXESDUDJUDSK  RQO\DIWHULWKDVu
D FRQVXOWHGWKH2)7WKH&RQVXPHU3DQHODQGWKHVHQLRUMXGJHVDERXW
WKHSURSRVHGH[WHQVLRQDQG
E REWDLQHGWKH6HFUHWDU\RI6WDWHpVFRQVHQWWRWKHH[WHQVLRQ



 $ QRWLFH XQGHU VXESDUDJUDSK   PXVW VWDWH WKH %RDUGpV UHDVRQV IRU
H[WHQGLQJWKHILQDOUHSRUWLQJSHULRG
 7KH%RDUGPXVWSXEOLVKDQRWLFHLVVXHGXQGHUVXESDUDJUDSK  



&RVWV


7KH%RDUGPD\SD\VXFKFRVWVRIDSHUVRQDVWKH%RDUGFRQVLGHUVUHDVRQDEOH
IRUWKHSXUSRVHRIIDFLOLWDWLQJWKHJLYLQJRIRUDOHYLGHQFHRUWKHPDNLQJRI
RUDOUHSUHVHQWDWLRQVE\RURQEHKDOIRIWKDWSHUVRQLQDFFRUGDQFHZLWKUXOHV
PDGHXQGHUWKLV6FKHGXOH

6&+('8/(



6HFWLRQ

',5(&7,216352&('85(
,QWURGXFWRU\


7KLV 6FKHGXOH DSSOLHV ZKHUH WKH %RDUG SURSRVHV JLYLQJ D GLUHFWLRQ WR DQ
DSSURYHGUHJXODWRUXQGHUVHFWLRQ



1RWLILFDWLRQRIWKHDSSURYHGUHJXODWRU


 7KH%RDUGPXVWJLYHWKHDSSURYHGUHJXODWRUDQRWLFH qDZDUQLQJQRWLFHr
DFFRPSDQLHGE\DFRS\RIWKHSURSRVHGGLUHFWLRQ
 7KHZDUQLQJQRWLFHPXVWu
D VWDWH WKDW WKH %RDUG SURSRVHV WR JLYH WKH DSSURYHG UHJXODWRU D
GLUHFWLRQLQWKHIRUPRIWKHDFFRPSDQ\LQJGUDIW
E VSHFLI\ WKH DFWV RU RPLVVLRQV ZKLFK LQ WKH %RDUGpV RSLQLRQ
FRQVWLWXWHWKHIDLOXUHWRZKLFKWKHSURSRVHGGLUHFWLRQUHODWHVDQG
F VSHFLI\ D SHULRG ZLWKLQ ZKLFK WKH DSSURYHG UHJXODWRU PD\ PDNH
UHSUHVHQWDWLRQVZLWKUHVSHFWWRWKHSURSRVDO
 7KHSHULRGVSHFLILHGXQGHUVXESDUDJUDSK  F u
D PXVWEHJLQZLWKWKHGDWHRQZKLFKWKHZDUQLQJQRWLFHLVJLYHQWRWKH
DSSURYHGUHJXODWRUDQG

'UDIW%LOO







/HJDO6HUYLFHV%LOO
6FKHGXOHu'LUHFWLRQVSURFHGXUH

E

PXVWQRWEHOHVVWKDQGD\V

 7KHDSSURYHGUHJXODWRUPD\PDNHWRWKH%RDUGu
D ZULWWHQUHSUHVHQWDWLRQVDQG
E LIWKH%RDUGDXWKRULVHVLWWRGRVRRUDOUHSUHVHQWDWLRQV
DERXWWKHSURSRVHGGLUHFWLRQ



 7KH %RDUG PXVW PDNH UXOHV JRYHUQLQJ WKH PDNLQJ RI RUDO DQG ZULWWHQ
UHSUHVHQWDWLRQV
 7KH%RDUGPXVWFRQVLGHUDQ\UHSUHVHQWDWLRQVGXO\PDGHE\WKHDSSURYHG
UHJXODWRU
 :KHUHRUDOUHSUHVHQWDWLRQVDUHGXO\PDGHWKH%RDUGPXVWSUHSDUHDUHSRUW
RIWKRVHUHSUHVHQWDWLRQV
 %HIRUHSUHSDULQJWKDWUHSRUWWKH%RDUGPXVWu
D JLYHWKHDSSURYHGUHJXODWRUDUHDVRQDEOHRSSRUWXQLW\WRFRPPHQW
RQDGUDIWRIWKHUHSRUWDQG
E KDYHUHJDUGWRDQ\FRPPHQWVGXO\PDGH





%RDUGpVGXW\WRVHHNDGYLFH


 $IWHU FRPSO\LQJ ZLWK SDUDJUDSK  WKH %RDUG PXVW JLYH WR HDFK RI WKH
SHUVRQVOLVWHGLQVXESDUDJUDSK  u
D DFRS\RIWKHZDUQLQJQRWLFHDQGWKHDFFRPSDQ\LQJGUDIWGLUHFWLRQ
E DFRS\RIDQ\ZULWWHQUHSUHVHQWDWLRQVGXO\PDGHXQGHUSDUDJUDSK
DQGDFRS\RIWKHUHSRUW LIDQ\ SUHSDUHGXQGHUWKDWSDUDJUDSKDQG
F D QRWLFH VSHFLI\LQJ D SHULRG ZLWKLQ ZKLFK DQ\ DGYLFH XQGHU
SDUDJUDSKVWRPXVWEHJLYHQ
 7KRVHSHUVRQVDUHu
D WKH6HFUHWDU\RI6WDWH
E WKH2)7
F WKH&RQVXPHU3DQHO
G HDFKRIWKHVHQLRUMXGJHVDQG
H VXFKRWKHUSHUVRQVDVWKH%RDUGFRQVLGHUVLWUHDVRQDEOHWRFRQVXOWLQ
UHVSHFWRIWKHSURSRVHGGLUHFWLRQ







 ,Q WKLV 6FKHGXOH LQ UHODWLRQ WR D SURSRVHG GLUHFWLRQ qVHOHFWHG FRQVXOWHHr
PHDQVDSHUVRQZLWKLQVXESDUDJUDSK  H 
$GYLFHRIWKH6HFUHWDU\RI6WDWH


7KH6HFUHWDU\RI6WDWHPXVWJLYHWKH%RDUGVXFKDGYLFHDVWKH6HFUHWDU\RI
6WDWHWKLQNVILWLQUHVSHFWRIWKHSURSRVHGGLUHFWLRQ



$GYLFHRI2IILFHRI)DLU7UDGLQJ


 7KH2)7PXVWJLYHWKH%RDUGVXFKDGYLFHDVLWWKLQNVILWUHJDUGLQJZKHWKHU
WKHSURSRVHGGLUHFWLRQVKRXOGEHJLYHQ
 ,QGHFLGLQJZKDWDGYLFHWRJLYHWKH2)7PXVWLQSDUWLFXODUKDYHUHJDUGWR
ZKHWKHUJLYLQJWKHSURSRVHGGLUHFWLRQZRXOG RUZRXOGEHOLNHO\WR UHVWULFW
GLVWRUWRUSUHYHQWFRPSHWLWLRQZLWKLQWKHPDUNHWIRUUHVHUYHGOHJDOVHUYLFHV
WRDQ\VLJQLILFDQWH[WHQW

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu'LUHFWLRQVSURFHGXUH

$GYLFHRIWKH&RQVXPHU3DQHO


 7KH &RQVXPHU 3DQHO PXVW JLYH WKH %RDUG VXFK DGYLFH DV LW WKLQNV ILW
UHJDUGLQJZKHWKHUWKHSURSRVHGGLUHFWLRQVKRXOGEHJLYHQ
 ,Q GHFLGLQJ ZKDW DGYLFH WR JLYH WKH &RQVXPHU 3DQHO PXVW LQ SDUWLFXODU
KDYHUHJDUGWRWKHOLNHO\LPSDFWRIWKHSURSRVHGGLUHFWLRQRQFRQVXPHUV



$GYLFHRIVHOHFWHGFRQVXOWHHV


$ VHOHFWHG FRQVXOWHH PD\ JLYH WKH %RDUG VXFK DGYLFH DV WKH VHOHFWHG
FRQVXOWHHWKLQNVILWLQUHVSHFWRIWKHSURSRVHGGLUHFWLRQ

$GYLFHRIVHQLRUMXGJHV


 7KH%RDUGPXVWJLYHWRHDFKRIWKHVHQLRUMXGJHVu
D DFRS\RIDQ\DGYLFHGXO\JLYHQXQGHUSDUDJUDSKVWRDQG
E D QRWLFH VSHFLI\LQJ D SHULRG ZLWKLQ ZKLFK DQ\ DGYLFH XQGHU WKLV
SDUDJUDSKPXVWEHJLYHQ
 (DFKRIWKHVHQLRUMXGJHVPXVWWKHQJLYHVXFKDGYLFHDVWKHMXGJHWKLQNVILW
UHJDUGLQJZKHWKHUWKHSURSRVHGGLUHFWLRQVKRXOGEHJLYHQ





 ,Q GHFLGLQJ ZKDW DGYLFH WR JLYH D VHQLRU MXGJH PXVW LQ SDUWLFXODU KDYH
UHJDUG WR WKH OLNHO\ LPSDFW RI WKH SURSRVHG GLUHFWLRQ RQ WKH FRXUWV LQ
(QJODQGDQG:DOHV
&RQVXOWHHVpSRZHUVWRUHTXHVWLQIRUPDWLRQ


$SHUVRQ qWKHFRQVXOWHHr WRZKRPDFRS\RIWKHZDUQLQJQRWLFHLVJLYHQ
XQGHU SDUDJUDSK    PD\ IRU WKH SXUSRVHV RI JLYLQJ DGYLFH XQGHU
SDUDJUDSKV  WR  UHTXHVW WKH DSSURYHG UHJXODWRU RU DQ\ RWKHU SHUVRQ WR
SURYLGHWKHFRQVXOWHHZLWKVXFKDGGLWLRQDOLQIRUPDWLRQDVPD\EHVSHFLILHG
E\WKHFRQVXOWHH

5HSUHVHQWDWLRQVE\DSSURYHGUHJXODWRU






 7KH%RDUGPXVWJLYHWRWKHDSSURYHGUHJXODWRUDFRS\RIDQ\DGYLFHGXO\
JLYHQXQGHUSDUDJUDSKVWR
 7KHDSSURYHGUHJXODWRUPD\PDNHWRWKH%RDUGu
D ZULWWHQUHSUHVHQWDWLRQVDQG
E LIWKH%RDUGDXWKRULVHVLWWRGRVRRUDOUHSUHVHQWDWLRQV
DERXWWKHDGYLFH



 7KH %RDUG PXVW PDNH UXOHV JRYHUQLQJ WKH PDNLQJ RI RUDO DQG ZULWWHQ
UHSUHVHQWDWLRQV
 5HSUHVHQWDWLRQVXQGHUWKLVSDUDJUDSKPXVWEHPDGHZLWKLQu
D WKHSHULRGRIGD\VEHJLQQLQJZLWKWKHGD\RQZKLFKWKHFRS\RI
WKHDGYLFHLVJLYHQWRWKHDSSURYHGUHJXODWRURU
E VXFKORQJHUSHULRGDVWKH%RDUGPD\VSHFLI\LQDSDUWLFXODUFDVH



 :KHUH RUDOUHSUHVHQWDWLRQVDUH PDGH WKH%RDUGPXVW SUHSDUH D UHSRUWRI
WKRVHUHSUHVHQWDWLRQV
 %HIRUHSUHSDULQJWKDWUHSRUWWKH%RDUGPXVWu

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu'LUHFWLRQVSURFHGXUH

D
E

JLYHWKHDSSURYHGUHJXODWRUDUHDVRQDEOHRSSRUWXQLW\WRFRPPHQW
RQDGUDIWRIWKHUHSRUWDQG
KDYHUHJDUGWRDQ\FRPPHQWVGXO\PDGH

3XEOLFDWLRQRIDGYLFHHWF


 7KH%RDUGPXVWDVVRRQDVSUDFWLFDEOHDIWHUWKHHQGRIWKHSHULRGZLWKLQ
ZKLFKUHSUHVHQWDWLRQVXQGHUSDUDJUDSKPD\EHPDGHSXEOLVKu
D DQ\DGYLFHGXO\JLYHQXQGHUSDUDJUDSKVWRDQG
E DQ\ZULWWHQUHSUHVHQWDWLRQVGXO\PDGHXQGHUSDUDJUDSKDQGWKH
UHSRUW LIDQ\ SUHSDUHGXQGHUWKDWSDUDJUDSK



 1RWKLQJLQVXESDUDJUDSK  RSHUDWHVu
D WRSUHYHQWDSHUVRQZKRJLYHVDGYLFHXQGHUSDUDJUDSKVWRIURP
SXEOLVKLQJWKDWDGYLFHRU
E WRSUHYHQWDSHUVRQZKRPDNHVUHSUHVHQWDWLRQVXQGHUSDUDJUDSK
IURPSXEOLVKLQJWKRVHUHSUHVHQWDWLRQV



 $ SHUVRQ qWKH SXEOLVKHUr  SXEOLVKLQJ DQ\ VXFK PDWHULDO ZKHWKHU XQGHU
VXESDUDJUDSK   RU RWKHUZLVH  PXVW VR IDU DV SUDFWLFDEOH H[FOXGH DQ\
PDWWHU ZKLFK UHODWHV WR WKH SULYDWH DIIDLUV RI D SDUWLFXODU LQGLYLGXDO WKH
SXEOLFDWLRQ RI ZKLFK LQ WKH RSLQLRQ RI WKH SXEOLVKHU ZRXOG RU PLJKW
VHULRXVO\DQGSUHMXGLFLDOO\DIIHFWWKHLQWHUHVWVRIWKDWLQGLYLGXDO





'HFLVLRQE\WKH%RDUG


 $IWHUFRQVLGHULQJu
D DQ\DGYLFHGXO\JLYHQXQGHUSDUDJUDSKVWR
E DQ\UHSUHVHQWDWLRQVGXO\PDGHXQGHUSDUDJUDSKDQG
F DQ\RWKHULQIRUPDWLRQZKLFKWKH%RDUGFRQVLGHUVUHOHYDQW
WKH%RDUGPXVWGHFLGHZKHWKHUWRJLYHWKHDSSURYHGUHJXODWRUWKHSURSRVHG
GLUHFWLRQ



 7KH %RDUG PXVW JLYH QRWLFH RI LWV GHFLVLRQ qWKH GHFLVLRQ QRWLFHr  WR WKH
DSSURYHGUHJXODWRU
 :KHUHWKH%RDUGGHFLGHVWRJLYHWKHSURSRVHGGLUHFWLRQWKHGHFLVLRQQRWLFH
PXVWu
D FRQWDLQWKHGLUHFWLRQ
E VWDWHWKHWLPHDWZKLFKWKHGLUHFWLRQLVWRWDNHHIIHFWDQG
F VSHFLI\WKH%RDUGpVUHDVRQVIRUWKHGHFLVLRQWRJLYHWKHGLUHFWLRQ
 7KH%RDUGPXVWSXEOLVKWKHGHFLVLRQQRWLFH

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu,QWHUYHQWLRQGLUHFWLRQVSURFHGXUH
3DUWu*LYLQJLQWHUYHQWLRQGLUHFWLRQV

6&+('8/(

6HFWLRQVDQG
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 7KLV 3DUW RI WKLV 6FKHGXOH DSSOLHV ZKHUH WKH %RDUG SURSRVHV JLYLQJ DQ
LQWHUYHQWLRQGLUHFWLRQWR DQDSSURYHGUHJXODWRULQUHVSHFWRIDUHJXODWRU\
IXQFWLRQ
 ,QWKLV6FKHGXOHqLQWHUYHQWLRQFRQGLWLRQrKDVWKHVDPHPHDQLQJDVLQVHFWLRQ




1RWLILFDWLRQRIWKHDSSURYHGUHJXODWRU


 7KH%RDUGPXVWJLYHWKHDSSURYHGUHJXODWRUDQRWLFH qDZDUQLQJQRWLFHr
DFFRPSDQLHGE\DGUDIWRIWKHSURSRVHGLQWHUYHQWLRQGLUHFWLRQ
 7KHZDUQLQJQRWLFHPXVWu
D VWDWH WKDW WKH %RDUG SURSRVHV WR JLYH WKH DSSURYHG UHJXODWRU DQ
LQWHUYHQWLRQGLUHFWLRQLQWKHIRUPRIWKHDFFRPSDQ\LQJGUDIWDQGWKH
WLPHZKHQLWLVSURSRVHGWKDWGLUHFWLRQVKRXOGWDNHHIIHFWDQG
E VWDWHWKHUHDVRQVZK\WKH%RDUGLVVDWLVILHGRIWKHPDWWHUVPHQWLRQHG
LQVHFWLRQ  D DQG E 
 7KH%RDUGPXVWSXEOLVKDFRS\RIWKHZDUQLQJQRWLFH





 7KHDSSURYHGUHJXODWRUPD\PDNHWRWKH%RDUGu
D ZULWWHQUHSUHVHQWDWLRQVDQG
E LIWKH%RDUGDXWKRULVHVLWWRGRVRRUDOUHSUHVHQWDWLRQV
DERXWWKHSURSRVHGLQWHUYHQWLRQGLUHFWLRQ
 7KH %RDUG PXVW PDNH UXOHV JRYHUQLQJ WKH PDNLQJ RI ZULWWHQ DQG RUDO
UHSUHVHQWDWLRQV
 $Q\UHSUHVHQWDWLRQVXQGHUVXESDUDJUDSK  PXVWEHPDGHEHIRUHWKHHQG
RIu
D WKHSHULRGRIGD\VEHJLQQLQJZLWKWKHGD\RQZKLFKWKHZDUQLQJ
QRWLFHLVJLYHQWRWKHDSSURYHGUHJXODWRURU
E VXFKORQJHUSHULRGDVWKH%RDUGPD\VSHFLI\LQDSDUWLFXODUFDVH





 :KHUHRUDOUHSUHVHQWDWLRQVDUHGXO\PDGHXQGHUWKLVSDUDJUDSKWKH%RDUG
PXVWSUHSDUHDUHSRUWRIWKRVHUHSUHVHQWDWLRQV
 %HIRUHSUHSDULQJWKDWUHSRUWWKH%RDUGPXVWu
D JLYHWKHDSSURYHGUHJXODWRUDUHDVRQDEOHRSSRUWXQLW\WRFRPPHQW
RQDGUDIWRIWKHUHSRUWDQG
E KDYHUHJDUGWRDQ\FRPPHQWVGXO\PDGH

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu,QWHUYHQWLRQGLUHFWLRQVSURFHGXUH
3DUWu*LYLQJLQWHUYHQWLRQGLUHFWLRQV

%RDUGpVGXW\WRVHHNDGYLFH


 $IWHU FRPSO\LQJ ZLWK SDUDJUDSK  WKH %RDUG PXVW JLYH WR HDFK RI WKH
SHUVRQVOLVWHGLQVXESDUDJUDSK  u
D DFRS\RIWKHZDUQLQJQRWLFHDQGWKHDFFRPSDQ\LQJGUDIW
E DFRS\RIDQ\ZULWWHQUHSUHVHQWDWLRQVGXO\PDGHXQGHUSDUDJUDSK
DQGDFRS\RIWKHUHSRUW LIDQ\ SUHSDUHGXQGHUWKDWSDUDJUDSKDQG
F D QRWLFH VSHFLI\LQJ D SHULRG ZLWKLQ ZKLFK DQ\ DGYLFH XQGHU
SDUDJUDSKVWRPXVWEHJLYHQ
 7KRVHSHUVRQVDUHu
D WKH6HFUHWDU\RI6WDWH
E WKH2)7
F WKH&RQVXPHU3DQHO
G HDFKRIWKHVHQLRUMXGJHVDQG
H VXFKRWKHUSHUVRQVDVWKH%RDUGFRQVLGHUVLWUHDVRQDEOHWRFRQVXOWLQ
UHVSHFWRIWKHSURSRVHGLQWHUYHQWLRQGLUHFWLRQ







 ,QWKLV3DUWRIWKLV6FKHGXOHLQUHODWLRQWRDSURSRVHGLQWHUYHQWLRQGLUHFWLRQ
qVHOHFWHGFRQVXOWHHrPHDQVDSHUVRQZLWKLQVXESDUDJUDSK  H 
$GYLFHRIWKH6HFUHWDU\RI6WDWH


7KH6HFUHWDU\RI6WDWHPXVWJLYHWRWKH%RDUGVXFKDGYLFHDVWKH6HFUHWDU\RI
6WDWHWKLQNVILWLQUHVSHFWRIWKHSURSRVHGLQWHUYHQWLRQGLUHFWLRQ



$GYLFHRI2IILFHRI)DLU7UDGLQJ


 7KH2)7PXVWJLYHWKH%RDUGVXFKDGYLFHDVLWWKLQNVILWUHJDUGLQJZKHWKHU
WKHSURSRVHGLQWHUYHQWLRQGLUHFWLRQVKRXOGEHJLYHQ
 ,QGHFLGLQJZKDWDGYLFHWRJLYHWKH2)7PXVWLQSDUWLFXODUKDYHUHJDUGWR
ZKHWKHU JLYLQJ WKH SURSRVHG LQWHUYHQWLRQ GLUHFWLRQ ZRXOG RU ZRXOG EH
OLNHO\ WR  UHVWULFW GLVWRUW RU SUHYHQW FRPSHWLWLRQ ZLWKLQ WKH PDUNHW IRU
UHVHUYHGOHJDOVHUYLFHVWRDQ\VLJQLILFDQWH[WHQW



$GYLFHRIWKH&RQVXPHU3DQHO


 7KH &RQVXPHU 3DQHO PXVW JLYH WKH %RDUG VXFK DGYLFH DV LW WKLQNV ILW
UHJDUGLQJZKHWKHUWKHSURSRVHGLQWHUYHQWLRQGLUHFWLRQVKRXOGEHJLYHQ



 ,Q GHFLGLQJ ZKDW DGYLFH WR JLYH WKH &RQVXPHU 3DQHO PXVW LQ SDUWLFXODU
KDYHUHJDUGWRWKHOLNHO\LPSDFWRIWKHSURSRVHGGLUHFWLRQRQFRQVXPHUV
$GYLFHRIVHOHFWHGFRQVXOWHHV


$ VHOHFWHG FRQVXOWHH PD\ JLYH WKH %RDUG VXFK DGYLFH DV WKH VHOHFWHG
FRQVXOWHHWKLQNVILWLQUHVSHFWRIWKHSURSRVHGLQWHUYHQWLRQGLUHFWLRQ



$GYLFHRIVHQLRUMXGJHV


 7KH%RDUGPXVWJLYHWRHDFKRIWKHVHQLRUMXGJHVu
D DFRS\RIDQ\DGYLFHGXO\JLYHQXQGHUSDUDJUDSKVWRDQG
E D QRWLFH VSHFLI\LQJ D SHULRG ZLWKLQ ZKLFK DQ\ DGYLFH XQGHU WKLV
SDUDJUDSKPXVWEHJLYHQ
'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu,QWHUYHQWLRQGLUHFWLRQVSURFHGXUH
3DUWu*LYLQJLQWHUYHQWLRQGLUHFWLRQV

 (DFKRIWKHVHQLRUMXGJHVPXVWWKHQJLYHVXFKDGYLFHDVWKHMXGJHWKLQNVILW
UHJDUGLQJZKHWKHUWKHSURSRVHGLQWHUYHQWLRQGLUHFWLRQVKRXOGEHJLYHQ
 ,Q GHFLGLQJ ZKDW DGYLFH WR JLYH D VHQLRU MXGJH PXVW LQ SDUWLFXODU KDYH
UHJDUG WR WKH OLNHO\ LPSDFW RI WKH SURSRVHG LQWHUYHQWLRQ GLUHFWLRQ RQ WKH
FRXUWVLQ(QJODQGDQG:DOHV



&RQVXOWHHVpSRZHUVWRUHTXHVWLQIRUPDWLRQ


$SHUVRQ qWKHFRQVXOWHHr WRZKRPDFRS\RIWKHZDUQLQJQRWLFHLVJLYHQ
XQGHU SDUDJUDSK    PD\ IRU WKH SXUSRVHV RI JLYLQJ DGYLFH XQGHU
SDUDJUDSKV  WR  UHTXHVW WKH DSSURYHG UHJXODWRU RU DQ\ RWKHU SHUVRQ WR
SURYLGHWKHFRQVXOWHHZLWKVXFKDGGLWLRQDOLQIRUPDWLRQDVPD\EHVSHFLILHG
E\WKHFRQVXOWHH



5HSUHVHQWDWLRQVE\WKHDSSURYHGUHJXODWRUHWF


 7KH%RDUGPXVWu
D JLYH WR WKH DSSURYHG UHJXODWRU D FRS\ RI DQ\ DGYLFH GXO\ JLYHQ
XQGHUSDUDJUDSKVWRDQG
E SXEOLVKWKDWDGYLFHWRJHWKHUZLWKDQ\ZULWWHQUHSUHVHQWDWLRQVGXO\
PDGHE\WKHDSSURYHGUHJXODWRUXQGHUSDUDJUDSKDQGWKHUHSRUW
LIDQ\ SUHSDUHGXQGHUWKDWSDUDJUDSK
 7KHDSSURYHGUHJXODWRUDQGDQ\ERG\ZLWKLQVXESDUDJUDSK  PD\PDNH
WRWKH%RDUGu
D ZULWWHQUHSUHVHQWDWLRQVDQG
E LIWKH%RDUGDXWKRULVHVLWWRGRVRRUDOUHSUHVHQWDWLRQV
DERXWWKHDGYLFH
 $ERG\LVZLWKLQWKLVVXESDUDJUDSKLILWUHSUHVHQWVSHUVRQVDXWKRULVHGE\
WKH DSSURYHG UHJXODWRU WR FDUU\ RQ DFWLYLWLHV ZKLFK DUH UHVHUYHG OHJDO
DFWLYLWLHV







 7KH %RDUG PD\ DOORZ DQ\ RWKHU SHUVRQ WR PDNH ZULWWHQ RU RUDO
UHSUHVHQWDWLRQVDERXWWKHDGYLFH
 7KH %RDUG PXVW PDNH UXOHV JRYHUQLQJ WKH PDNLQJ RI RUDO DQG ZULWWHQ
UHSUHVHQWDWLRQV



 5HSUHVHQWDWLRQVXQGHUWKLVSDUDJUDSKPXVWEHPDGHZLWKLQu
D WKH SHULRG RI  GD\V EHJLQQLQJ ZLWK WKH GD\ RQ ZKLFK WKH
UHSUHVHQWDWLRQV DQG DGYLFH DUH SXEOLVKHG XQGHU VXESDUDJUDSK
 E RU
E VXFKORQJHUSHULRGDVWKH%RDUGPD\VSHFLI\LQDSDUWLFXODUFDVH



 :KHUH RUDOUHSUHVHQWDWLRQVDUH PDGH WKH%RDUGPXVW SUHSDUH D UHSRUWRI
WKRVHUHSUHVHQWDWLRQV
 %HIRUHSUHSDULQJWKDWUHSRUWWKH%RDUGPXVWu
D JLYH HDFK SHUVRQ ZKR PDGH RUDO UHSUHVHQWDWLRQV D UHDVRQDEOH
RSSRUWXQLW\ WR FRPPHQW RQ D GUDIW RI WKH UHSRUW RI WKRVH
UHSUHVHQWDWLRQVDQG
E KDYHUHJDUGWRDQ\FRPPHQWVGXO\PDGH
 7KH%RDUGPXVWDVVRRQDVUHDVRQDEO\SUDFWLFDEOHDIWHUWKHHQGRIWKHSHULRG
ZLWKLQZKLFKUHSUHVHQWDWLRQVPD\EHPDGHXQGHUWKLVSDUDJUDSKSXEOLVK
'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu,QWHUYHQWLRQGLUHFWLRQVSURFHGXUH
3DUWu*LYLQJLQWHUYHQWLRQGLUHFWLRQV

DQ\ ZULWWHQ UHSUHVHQWDWLRQV GXO\ PDGH DQG WKH UHSRUW LI DQ\  SUHSDUHG
XQGHUVXESDUDJUDSK  
)XUWKHUSURYLVLRQDERXWSXEOLVKLQJRIDGYLFHDQGUHSUHVHQWDWLRQV


 1RWKLQJLQSDUDJUDSKRSHUDWHVu
D WRSUHYHQWDSHUVRQZKRJLYHVDGYLFHXQGHUSDUDJUDSKVWRIURP
SXEOLVKLQJWKDWDGYLFHRU
E WRSUHYHQWDSHUVRQZKRPDNHVUHSUHVHQWDWLRQVXQGHUSDUDJUDSK
RUIURPSXEOLVKLQJWKRVHUHSUHVHQWDWLRQV
 $ SHUVRQ qWKH SXEOLVKHUr  SXEOLVKLQJ DQ\ VXFK PDWHULDO ZKHWKHU XQGHU
SDUDJUDSKRURWKHUZLVH PXVWVRIDUDVSUDFWLFDEOHH[FOXGHDQ\PDWWHU
ZKLFKUHODWHVWRWKHSULYDWHDIIDLUVRIDSDUWLFXODULQGLYLGXDOWKHSXEOLFDWLRQ
RI ZKLFK LQ WKH RSLQLRQ RI WKH SXEOLVKHU ZRXOG RU PLJKW VHULRXVO\ DQG
SUHMXGLFLDOO\DIIHFWWKHLQWHUHVWVRIWKDWLQGLYLGXDO





'HFLVLRQE\WKH%RDUG


 $IWHUFRQVLGHULQJu
D DQ\DGYLFHGXO\JLYHQXQGHUSDUDJUDSKVWR
E DQ\UHSUHVHQWDWLRQVGXO\PDGHXQGHUSDUDJUDSKRUDQG
F DQ\RWKHULQIRUPDWLRQZKLFKWKH%RDUGFRQVLGHUVUHOHYDQW
WKH%RDUGPXVWGHFLGHZKHWKHUWRJLYHDQLQWHUYHQWLRQGLUHFWLRQ



 :KHUHLWGHFLGHVWRJLYHDQLQWHUYHQWLRQGLUHFWLRQLWPD\GHFLGHu
D WR JLYH DQ LQWHUYHQWLRQ GLUHFWLRQ LQ WKH IRUP RI WKH SURSRVHG
LQWHUYHQWLRQGLUHFWLRQRU
E WRDPHQGWKHIRUPRIWKHSURSRVHGLQWHUYHQWLRQGLUHFWLRQDQGJLYH
DQLQWHUYHQWLRQGLUHFWLRQLQWKDWDPHQGHGIRUP



 7KH %RDUG PXVW JLYH QRWLFH RI LWV GHFLVLRQ qWKH GHFLVLRQ QRWLFHr  WR WKH
DSSURYHGUHJXODWRU



 :KHUH WKH %RDUG GHFLGHV WR JLYH DQ LQWHUYHQWLRQ GLUHFWLRQ WKH GHFLVLRQ
QRWLFHPXVWu
D FRQWDLQWKHLQWHUYHQWLRQGLUHFWLRQ
E VWDWHWKHWLPHDWZKLFKWKHLQWHUYHQWLRQGLUHFWLRQLVWRWDNHHIIHFW
F VSHFLI\ WKH UHDVRQV ZK\ WKH %RDUG LV VDWLVILHG RI WKH PDWWHUV
PHQWLRQHGLQVHFWLRQ  D DQG E DQG
G LIWKHGHFLVLRQLVXQGHUVXESDUDJUDSK  E VHWRXWWKHQDWXUHRIDQ\
DPHQGPHQWVPDGHDQGWKHUHDVRQVIRUWKHP
 7KHWLPHVSHFLILHGXQGHUVXESDUDJUDSK  E PXVWQRWEHEHIRUHu
D WKH WLPH VSHFLILHG LQ WKH ZDUQLQJ QRWLFH LQ DFFRUGDQFH ZLWK
SDUDJUDSK  D RU
E WKHWLPHWKHGHFLVLRQQRWLFHLVJLYHQWRWKHDSSURYHGUHJXODWRU
 7KH%RDUGPXVWSXEOLVKWKHGHFLVLRQQRWLFH

'UDIW%LOO







/HJDO6HUYLFHV%LOO
6FKHGXOHu,QWHUYHQWLRQGLUHFWLRQVSURFHGXUH
3DUWu5HYRNLQJLQWHUYHQWLRQGLUHFWLRQV
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 :KHUHDQLQWHUYHQWLRQGLUHFWLRQKDVHIIHFWLQUHVSHFWRIDUHJXODWRU\IXQFWLRQ
RIDQDSSURYHGUHJXODWRUu
D WKH DSSURYHG UHJXODWRU PD\ DSSO\ WR WKH %RDUG IRU WKH %RDUG WR
UHYRNHWKHGLUHFWLRQ
E WKH %RDUG PD\ JLYH WR WKH DSSURYHG UHJXODWRU D QRWLFH VWDWLQJ WKH
%RDUGpVLQWHQWLRQWRUHYRNHWKHGLUHFWLRQ
 $QDSSOLFDWLRQXQGHUVXESDUDJUDSK  D PXVWu
D EHPDGHLQWKHIRUPDQGPDQQHUVSHFLILHGE\WKH%RDUGDQG
E EHDFFRPSDQLHGE\VXFKPDWHULDODVWKHDSSOLFDQWFRQVLGHUVLVOLNHO\
WREHQHHGHGIRUWKHSXUSRVHVRIWKLV3DUWRIWKLV6FKHGXOH





%RDUGpVGXW\WRVHHNDGYLFH


 :KHUH WKH%RDUG KDV UHFHLYHG DQ DSSOLFDWLRQ XQGHUSDUDJUDSK   D LW
PXVWJLYHWRHDFKRIWKHSHUVRQVOLVWHGLQVXESDUDJUDSK  u
D DFRS\RIWKHDSSOLFDWLRQ
E DFRS\RIDQ\PDWHULDOZKLFKDFFRPSDQLHGLWDQG
F D QRWLFH VSHFLI\LQJ D SHULRG ZLWKLQ ZKLFK DQ\ DGYLFH XQGHU
SDUDJUDSKVWRPXVWEHJLYHQ
 :KHUHWKH%RDUGKDVJLYHQDQRWLFHXQGHUSDUDJUDSK  E LWPXVWJLYH
WRHDFKRIWKHSHUVRQVOLVWHGLQVXESDUDJUDSK  u
D DFRS\RIWKHQRWLFHDQG
E D QRWLFH VSHFLI\LQJ D SHULRG ZLWKLQ ZKLFK DQ\ DGYLFH XQGHU
SDUDJUDSKVWRPXVWEHJLYHQ
 7KHSHUVRQVDUHu
D WKH6HFUHWDU\RI6WDWH
E WKH2)7
F WKH&RQVXPHU3DQHO
G HDFKRIWKHVHQLRUMXGJHVDQG
H VXFKRWKHUSHUVRQVDVWKH%RDUGFRQVLGHUVLWUHDVRQDEOHWRFRQVXOWLQ
UHVSHFWRIWKHSURSRVHGUHYRFDWLRQ









 ,QWKLV3DUWRIWKLV6FKHGXOHLQUHODWLRQWRDQDSSOLFDWLRQRUQRWLFHqVHOHFWHG
FRQVXOWHHrPHDQVDSHUVRQZLWKLQVXESDUDJUDSK  H 


$GYLFHRIWKH6HFUHWDU\RI6WDWH


7KH6HFUHWDU\RI6WDWHPXVWJLYHWKH%RDUGVXFKDGYLFHDVWKH6HFUHWDU\RI
6WDWHWKLQNVILWLQUHVSHFWRIWKHSURSRVHGUHYRFDWLRQ

$GYLFHRI2IILFHRI)DLU7UDGLQJ


 7KH 2)7 PXVW JLYH WKH %RDUG VXFK DGYLFH DV LW WKLQNV ILW UHJDUGLQJ WKH
SURSRVHGUHYRFDWLRQ

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu,QWHUYHQWLRQGLUHFWLRQVSURFHGXUH
3DUWu5HYRNLQJLQWHUYHQWLRQGLUHFWLRQV

 ,QGHFLGLQJZKDWDGYLFHWRJLYHWKH2)7PXVWLQSDUWLFXODUKDYHUHJDUGWR
ZKHWKHUUHYRNLQJWKHLQWHUYHQWLRQGLUHFWLRQZRXOG RUZRXOGEHOLNHO\WR
UHVWULFWGLVWRUWRUSUHYHQWFRPSHWLWLRQZLWKLQWKHPDUNHWIRUUHVHUYHGOHJDO
VHUYLFHVWRDQ\VLJQLILFDQWH[WHQW
$GYLFHRIWKH&RQVXPHU3DQHO




 7KH &RQVXPHU 3DQHO PXVW JLYH WKH %RDUG VXFK DGYLFH DV LW WKLQNV ILW
UHJDUGLQJWKHSURSRVHGUHYRFDWLRQ
 ,Q GHFLGLQJ ZKDW DGYLFH WR JLYH WKH &RQVXPHU 3DQHO PXVW LQ SDUWLFXODU
KDYHUHJDUGWRWKHOLNHO\LPSDFWZKLFKUHYRNLQJWKHLQWHUYHQWLRQGLUHFWLRQ
ZRXOGKDYHRQFRQVXPHUV



$GYLFHRIWKHVHOHFWHGFRQVXOWHHV


$ VHOHFWHG FRQVXOWHH PD\ JLYH WKH %RDUG VXFK DGYLFH DV WKH VHOHFWHG
FRQVXOWHHWKLQNVILWLQUHVSHFWRIWKHSURSRVHGUHYRFDWLRQ

$GYLFHRIVHQLRUMXGJHV


 7KH%RDUGPXVWJLYHWRHDFKRIWKHVHQLRUMXGJHVu
D DFRS\RIDQ\DGYLFHGXO\JLYHQXQGHUSDUDJUDSKVWRDQG
E D QRWLFH VSHFLI\LQJ D SHULRG ZLWKLQ ZKLFK DQ\ DGYLFH XQGHU WKLV
SDUDJUDSKPXVWEHJLYHQ
 (DFKRIWKHVHQLRUMXGJHVPXVWWKHQJLYHWKH%RDUGVXFKDGYLFHDVWKDWMXGJH
WKLQNVILWLQUHVSHFWRIWKHSURSRVHGUHYRFDWLRQ





 ,Q GHFLGLQJ ZKDW DGYLFH WR JLYH D VHQLRU MXGJH PXVW LQ SDUWLFXODU KDYH
UHJDUGWRWKHOLNHO\LPSDFWZKLFKUHYRNLQJWKHLQWHUYHQWLRQGLUHFWLRQZRXOG
KDYHRQWKHFRXUWVLQ(QJODQGDQG:DOHV
,QIRUPDWLRQREWDLQHGE\FRQVXOWHHV


$ SHUVRQ WR ZKRP D FRS\ RI WKH DSSOLFDWLRQ RU QRWLFH LV JLYHQ XQGHU
SDUDJUDSK    RU   PD\ IRU WKH SXUSRVHV RI JLYLQJ DGYLFH XQGHU
SDUDJUDSKVWRUHTXHVWWKHDSSURYHGUHJXODWRURUDQ\RWKHUSHUVRQWR
SURYLGHWKDWSHUVRQZLWKVXFKDGGLWLRQDOLQIRUPDWLRQDVPD\EHVSHFLILHGE\
WKDWSHUVRQ

5HSUHVHQWDWLRQVE\DSSURYHGUHJXODWRUHWF






 7KH%RDUGPXVWu
D JLYH WR WKH DSSURYHG UHJXODWRU D FRS\ RI DQ\ DGYLFH GXO\ JLYHQ
XQGHUSDUDJUDSKVWRDQG
E SXEOLVKWKDWDGYLFH
 7KHDSSURYHGUHJXODWRUDQGDQ\ERG\ZLWKLQVXESDUDJUDSK  PD\PDNH
WRWKH%RDUGu
D ZULWWHQUHSUHVHQWDWLRQVDQG
E LIWKH%RDUGDXWKRULVHVLWWRGRVRRUDOUHSUHVHQWDWLRQV
DERXWWKHDGYLFH

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu,QWHUYHQWLRQGLUHFWLRQVSURFHGXUH
3DUWu5HYRNLQJLQWHUYHQWLRQGLUHFWLRQV

 $ERG\LVZLWKLQWKLVVXESDUDJUDSKLILWUHSUHVHQWVSHUVRQVDXWKRULVHGE\
WKH DSSURYHG UHJXODWRU WR FDUU\ RQ DFWLYLWLHV ZKLFK DUH UHVHUYHG OHJDO
DFWLYLWLHV
 7KH %RDUG PD\ DOORZ DQ\ RWKHU SHUVRQ WR PDNH ZULWWHQ RU RUDO
UHSUHVHQWDWLRQVDERXWWKHDGYLFH



 7KH %RDUG PXVW PDNH UXOHV JRYHUQLQJ WKH PDNLQJ RI RUDO DQG ZULWWHQ
UHSUHVHQWDWLRQV
 5HSUHVHQWDWLRQVXQGHUWKLVSDUDJUDSKPXVWEHPDGHZLWKLQu
D WKHSHULRGRIGD\VEHJLQQLQJZLWKWKHGD\RQZKLFKWKHDGYLFHLV
SXEOLVKHGXQGHUVXESDUDJUDSK  RU
E VXFKORQJHUSHULRGDVWKH%RDUGPD\VSHFLI\LQDSDUWLFXODUFDVH



 :KHUH RUDOUHSUHVHQWDWLRQVDUH PDGH WKH%RDUGPXVW SUHSDUH D UHSRUWRI
WKRVHUHSUHVHQWDWLRQV
 %HIRUHSUHSDULQJWKDWUHSRUWWKH%RDUGPXVWu
D JLYH HDFK SHUVRQ ZKR PDGH RUDO UHSUHVHQWDWLRQV D UHDVRQDEOH
RSSRUWXQLW\ WR FRPPHQW RQ D GUDIW RI WKH UHSRUW RI WKRVH
UHSUHVHQWDWLRQVDQG
E KDYHUHJDUGWRDQ\FRPPHQWVGXO\PDGH
 7KH%RDUGPXVWDVVRRQDVSUDFWLFDEOHDIWHUWKHHQGRIWKHSHULRGZLWKLQ
ZKLFK UHSUHVHQWDWLRQV PD\ EH PDGH XQGHU WKLV SDUDJUDSK SXEOLVK DQ\
ZULWWHQUHSUHVHQWDWLRQVGXO\PDGHDQGWKHUHSRUW LIDQ\ SUHSDUHGXQGHU
VXESDUDJUDSK  





)XUWKHUSURYLVLRQDERXWSXEOLVKLQJDGYLFHDQGUHSUHVHQWDWLRQV


 1RWKLQJLQSDUDJUDSKRSHUDWHVu
D WRSUHYHQWDSHUVRQZKRJLYHVDGYLFHXQGHUSDUDJUDSKVWRIURP
SXEOLVKLQJWKDWDGYLFHRU
E WRSUHYHQWDSHUVRQZKRPDNHVUHSUHVHQWDWLRQVXQGHUSDUDJUDSK
IURPSXEOLVKLQJWKRVHUHSUHVHQWDWLRQV
 $ SHUVRQ qWKH SXEOLVKHUr  SXEOLVKLQJ DQ\ VXFK PDWHULDO ZKHWKHU XQGHU
SDUDJUDSKRURWKHUZLVH PXVWVRIDUDVSUDFWLFDEOHH[FOXGHDQ\PDWWHU
ZKLFKUHODWHVWRWKHSULYDWHDIIDLUVRIDSDUWLFXODULQGLYLGXDOWKHSXEOLFDWLRQ
RI ZKLFK LQ WKH RSLQLRQ RI WKH SXEOLVKHU ZRXOG RU PLJKW VHULRXVO\ DQG
SUHMXGLFLDOO\DIIHFWWKHLQWHUHVWVRIWKDWLQGLYLGXDO





'HFLVLRQE\WKH%RDUG


 $IWHUFRQVLGHULQJu
D LQ D FDVH ZLWKLQ SDUDJUDSK   D  WKH DSSOLFDWLRQ DQG DQ\
DFFRPSDQ\LQJPDWHULDO
E DQ\DGYLFHGXO\JLYHQXQGHUSDUDJUDSKVWR
F DQ\UHSUHVHQWDWLRQVGXO\PDGHXQGHUSDUDJUDSKDQG
G DQ\ RWKHU LQIRUPDWLRQ ZKLFK WKH %RDUG FRQVLGHUV UHOHYDQW WR WKH
DSSOLFDWLRQRUQRWLFH
WKH %RDUG PXVW GHFLGH ZKHWKHU WR UHYRNH WKH LQWHUYHQWLRQ GLUHFWLRQ LQ
DFFRUGDQFHZLWKWKHDSSOLFDWLRQRUQRWLFH

'UDIW%LOO







/HJDO6HUYLFHV%LOO
6FKHGXOHu,QWHUYHQWLRQGLUHFWLRQVSURFHGXUH
3DUWu5HYRNLQJLQWHUYHQWLRQGLUHFWLRQV

 7KH %RDUG PXVW JLYH QRWLFH RI LWV GHFLVLRQ qWKH GHFLVLRQ QRWLFHr  WR WKH
DSSURYHGUHJXODWRU
 :KHUHWKH%RDUGGHFLGHVWRUHYRNHWKHLQWHUYHQWLRQGLUHFWLRQWKHGHFLVLRQ
QRWLFHPXVWVWDWHWKHWLPHWKHUHYRFDWLRQLVWRWDNHHIIHFW
 :KHUH WKH %RDUG GHFLGHV QRW WR UHYRNH WKH LQWHUYHQWLRQ GLUHFWLRQ WKH
GHFLVLRQQRWLFHPXVWVSHFLI\WKHUHDVRQVIRUWKDWGHFLVLRQ



 7KH%RDUGPXVWSXEOLVKWKHGHFLVLRQQRWLFH

6&+('8/(

6HFWLRQ

&$1&(//$7,212)'(6,*1$7,21$6$33529('5(*8/$725
,QWURGXFWRU\




7KLV6FKHGXOHDSSOLHVZKHUHWKH%RDUGFRQVLGHUVWKDWLWPD\EHDSSURSULDWH
IRULWWRPDNHDUHFRPPHQGDWLRQXQGHUVHFWLRQ  

1RWLILFDWLRQRIWKHDSSURYHGUHJXODWRU


 7KH%RDUGPXVWJLYHWKHDSSURYHGUHJXODWRUDQRWLFH qDZDUQLQJQRWLFHr
DFFRPSDQLHGE\DGUDIWRIWKHSURSRVHGUHFRPPHQGDWLRQ



 7KHZDUQLQJQRWLFHPXVWu
D VWDWH WKDW WKH %RDUG SURSRVHV WR PDNH D UHFRPPHQGDWLRQ XQGHU
VXEVHFWLRQ  RIVHFWLRQLQWKHIRUPRIWKHDFFRPSDQ\LQJGUDIW
E VWDWHWKHUHDVRQVZK\WKH%RDUGLVVDWLVILHGRIWKHPDWWHUVPHQWLRQHG
LQSDUDJUDSKV D DQG E RIWKDWVXEVHFWLRQ



 7KH%RDUGPXVWSXEOLVKDFRS\RIWKHZDUQLQJQRWLFH
 7KHDSSURYHGUHJXODWRUPD\PDNHWRWKH%RDUGu
D ZULWWHQUHSUHVHQWDWLRQVDQG
E LIWKH%RDUGDXWKRULVHVLWWRGRVRRUDOUHSUHVHQWDWLRQV
DERXWWKHSURSRVHGUHFRPPHQGDWLRQ



 7KH %RDUG PXVW PDNH UXOHV JRYHUQLQJ WKH PDNLQJ RI RUDO DQG ZULWWHQ
UHSUHVHQWDWLRQV
 5HSUHVHQWDWLRQVXQGHUWKLVSDUDJUDSKPXVWEHPDGHZLWKLQu
D WKHSHULRGRIGD\VEHJLQQLQJZLWKWKHGD\RQZKLFKWKHZDUQLQJ
QRWLFHLVJLYHQWRWKHDSSURYHGUHJXODWRURU
E VXFKORQJHUSHULRGDVWKH%RDUGPD\VSHFLI\LQDSDUWLFXODUFDVH



 7KH%RDUGPXVWFRQVLGHUDQ\UHSUHVHQWDWLRQVGXO\PDGHE\WKHDSSURYHG
UHJXODWRU
 :KHUHRUDOUHSUHVHQWDWLRQVDUHGXO\PDGHWKH%RDUGPXVWSUHSDUHDUHSRUW
RIWKRVHUHSUHVHQWDWLRQV
 %HIRUHSUHSDULQJWKDWUHSRUWWKH%RDUGPXVWu
D JLYHWKHDSSURYHGUHJXODWRUDUHDVRQDEOHRSSRUWXQLW\WRFRPPHQW
RQDGUDIWRIWKHUHSRUWDQG

'UDIW%LOO



/HJDO6HUYLFHV%LOO
6FKHGXOHu&DQFHOODWLRQRIGHVLJQDWLRQDVDSSURYHGUHJXODWRU

E



KDYHUHJDUGWRDQ\FRPPHQWVGXO\PDGH

%RDUGpVGXW\WRVHHNDGYLFH


 $IWHU FRPSO\LQJ ZLWK SDUDJUDSK  WKH %RDUG PXVW JLYH WR HDFK RI WKH
SHUVRQVOLVWHGLQVXESDUDJUDSK  u
D DFRS\RIWKHZDUQLQJQRWLFHDQGWKHDFFRPSDQ\LQJGUDIW
E DFRS\RIDQ\ZULWWHQUHSUHVHQWDWLRQVGXO\PDGHE\WKHDSSURYHG
UHJXODWRU XQGHU SDUDJUDSK  DQG D FRS\ RI WKH UHSRUW LI DQ\
SUHSDUHGXQGHUWKDWSDUDJUDSKDQG
F D QRWLFH VSHFLI\LQJ D SHULRG ZLWKLQ ZKLFK DQ\ DGYLFH XQGHU
SDUDJUDSKVWRPXVWEHJLYHQ
 7KRVHSHUVRQVDUHu
D WKH6HFUHWDU\RI6WDWH
E WKH2)7
F WKH&RQVXPHU3DQHO
G HDFKRIWKHVHQLRUMXGJHVDQG
H VXFKRWKHUSHUVRQVDVWKH%RDUGFRQVLGHUVLWUHDVRQDEOHWRFRQVXOWLQ
UHVSHFWRIWKHSURSRVHGUHFRPPHQGDWLRQ







 ,Q WKLV 6FKHGXOH LQ UHODWLRQ WR D SURSRVHG UHFRPPHQGDWLRQ qVHOHFWHG
FRQVXOWHHrPHDQVDSHUVRQZLWKLQVXESDUDJUDSK  H 
$GYLFHRIWKH6HFUHWDU\RI6WDWH




7KH6HFUHWDU\RI6WDWHPXVWJLYHWRWKH%RDUGVXFKDGYLFHDVWKH6HFUHWDU\RI
6WDWHWKLQNVILWLQUHVSHFWRIWKHSURSRVHGUHFRPPHQGDWLRQ

$GYLFHRI2IILFHRI)DLU7UDGLQJ


 7KH2)7PXVWJLYHWKH%RDUGVXFKDGYLFHDVLWWKLQNVILWUHJDUGLQJZKHWKHU
WKHSURSRVHGUHFRPPHQGDWLRQVKRXOGEHPDGH



 ,QGHFLGLQJZKDWDGYLFHWRJLYHWKH2)7PXVWLQSDUWLFXODUKDYHUHJDUGWR
ZKHWKHUPDNLQJDQRUGHUXQGHUVHFWLRQLQDFFRUGDQFHZLWKWKHSURSRVHG
UHFRPPHQGDWLRQZRXOG RUZRXOGEHOLNHO\WR UHVWULFWGLVWRUWRUSUHYHQW
FRPSHWLWLRQZLWKLQWKHPDUNHWIRUUHVHUYHGOHJDOVHUYLFHVWRDQ\VLJQLILFDQW
H[WHQW



$GYLFHRIWKH&RQVXPHU3DQHO


 7KH &RQVXPHU 3DQHO PXVW JLYH WKH %RDUG VXFK DGYLFH DV LW WKLQNV ILW
UHJDUGLQJZKHWKHUWKHSURSRVHGUHFRPPHQGDWLRQVKRXOGEHPDGH
 ,Q GHFLGLQJ ZKDW DGYLFH WR JLYH WKH &RQVXPHU 3DQHO PXVW LQ SDUWLFXODU
KDYHUHJDUGWRWKHOLNHO\LPSDFWRQFRQVXPHUVRIPDNLQJDQRUGHUXQGHU
VHFWLRQLQDFFRUGDQFHZLWKWKHSURSRVHGUHFRPPHQGDWLRQ

$GYLFHRIVHOHFWHGFRQVXOWHHV


$ VHOHFWHG FRQVXOWHH PD\ JLYH WKH %RDUG VXFK DGYLFH DV WKH VHOHFWHG
FRQVXOWHHWKLQNVILWLQUHVSHFWRIWKHSURSRVHGUHFRPPHQGDWLRQ

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu&DQFHOODWLRQRIGHVLJQDWLRQDVDSSURYHGUHJXODWRU

$GYLFHRIVHQLRUMXGJHV


 7KH%RDUGPXVWJLYHWRHDFKRIWKHVHQLRUMXGJHVu
D DFRS\RIDQ\DGYLFHGXO\JLYHQXQGHUSDUDJUDSKVWRDQG
E D QRWLFH VSHFLI\LQJ D SHULRG ZLWKLQ ZKLFK DGYLFH XQGHU WKLV
SDUDJUDSKPXVWEHJLYHQ



 (DFKRIWKHVHQLRUMXGJHVPXVWWKHQJLYHVXFKDGYLFHDVWKDWMXGJHWKLQNVILW
LQUHVSHFWRIWKHSURSRVHGUHFRPPHQGDWLRQ
 ,Q GHFLGLQJ ZKDW DGYLFH WR JLYH D VHQLRU MXGJH PXVW LQ SDUWLFXODU KDYH
UHJDUGWRWKHOLNHO\LPSDFWRQWKHFRXUWVLQ(QJODQGDQG:DOHVRIPDNLQJDQ
RUGHUXQGHUVHFWLRQLQDFFRUGDQFHZLWKWKHSURSRVHGUHFRPPHQGDWLRQ



,QIRUPDWLRQREWDLQHGE\FRQVXOWHHV


$SHUVRQ qWKHFRQVXOWHHr WRZKRPDFRS\RIWKHZDUQLQJQRWLFHLVJLYHQ
XQGHU SDUDJUDSK    PD\ IRU WKH SXUSRVHV RI JLYLQJ DGYLFH XQGHU
SDUDJUDSKV  WR  UHTXHVW WKH DSSURYHG UHJXODWRU RU DQ\ RWKHU SHUVRQ WR
SURYLGHWKHFRQVXOWHHZLWKVXFKDGGLWLRQDOLQIRUPDWLRQDVPD\EHVSHFLILHG
E\WKHFRQVXOWHH



5HSUHVHQWDWLRQVE\WKHDSSURYHGUHJXODWRUHWF


 7KH%RDUGPXVWu
D JLYH WR WKH DSSURYHG UHJXODWRU D FRS\ RI DQ\ DGYLFH GXO\ JLYHQ
XQGHUSDUDJUDSKVWRDQG
E SXEOLVKWKDWDGYLFHWRJHWKHUZLWKDQ\ZULWWHQUHSUHVHQWDWLRQVGXO\
PDGHE\WKHDSSURYHGUHJXODWRUXQGHUSDUDJUDSKDQGWKHUHSRUW
LIDQ\ SUHSDUHGXQGHUWKDWSDUDJUDSK
 7KHDSSURYHGUHJXODWRUDQGDQ\ERG\ZLWKLQVXESDUDJUDSK  PD\PDNH
WRWKH%RDUGu
D ZULWWHQUHSUHVHQWDWLRQVDQG
E LIDXWKRULVHGWRGRVRE\WKH%RDUGRUDOUHSUHVHQWDWLRQV
DERXWWKHDGYLFH
 $ERG\LVZLWKLQWKLVVXESDUDJUDSKLILWUHSUHVHQWVSHUVRQVDXWKRULVHGE\
WKH DSSURYHG UHJXODWRU WR FDUU\ RQ DFWLYLWLHV ZKLFK DUH UHVHUYHG OHJDO
DFWLYLWLHV







 7KH %RDUG PD\ DOORZ DQ\ RWKHU SHUVRQ WR PDNH ZULWWHQ RU RUDO
UHSUHVHQWDWLRQVDERXWWKHDGYLFH
 7KH%RDUGPD\PDNHUXOHVJRYHUQLQJWKHPDNLQJWRWKH%RDUGRIZULWWHQRU
RUDOUHSUHVHQWDWLRQV



 5HSUHVHQWDWLRQVXQGHUWKLVSDUDJUDSKPXVWEHPDGHZLWKLQu
D WKH SHULRG RI  GD\V EHJLQQLQJ ZLWK WKH GD\ RQ ZKLFK WKH
UHSUHVHQWDWLRQV DQG DGYLFH DUH SXEOLVKHG XQGHU VXESDUDJUDSK
 E RU
E VXFKORQJHUSHULRGDVWKH%RDUGPD\VSHFLI\LQDSDUWLFXODUFDVH



 :KHUH RUDOUHSUHVHQWDWLRQVDUH PDGH WKH%RDUGPXVW SUHSDUH D UHSRUWRI
WKRVHUHSUHVHQWDWLRQV
 %HIRUHSUHSDULQJWKDWUHSRUWWKH%RDUGPXVWu

'UDIW%LOO

/HJDO6HUYLFHV%LOO
6FKHGXOHu&DQFHOODWLRQRIGHVLJQDWLRQDVDSSURYHGUHJXODWRU

D
E



JLYH HDFK SHUVRQ ZKR PDGH RUDO UHSUHVHQWDWLRQV D UHDVRQDEOH
RSSRUWXQLW\ WR FRPPHQW RQ D GUDIW RI WKH UHSRUW RI WKRVH
UHSUHVHQWDWLRQVDQG
KDYHUHJDUGWRDQ\FRPPHQWVGXO\PDGH

 7KH%RDUGPXVWDVVRRQDVUHDVRQDEO\SUDFWLFDEOHDIWHUWKHHQGRIWKHSHULRG
ZLWKLQZKLFKUHSUHVHQWDWLRQVXQGHUWKLVSDUDJUDSKPD\EHPDGHSXEOLVK
DQ\ ZULWWHQ UHSUHVHQWDWLRQV GXO\ PDGH DQG WKH UHSRUW LI DQ\  SUHSDUHG
XQGHUVXESDUDJUDSK  



3XEOLFDWLRQRIDGYLFHHWF


 1RWKLQJLQSDUDJUDSKRSHUDWHVu
D WRSUHYHQWDSHUVRQZKRJLYHVDGYLFHXQGHUSDUDJUDSKVWRIURP
SXEOLVKLQJWKDWDGYLFHRU
E WRSUHYHQWDSHUVRQZKRPDNHVUHSUHVHQWDWLRQVXQGHUSDUDJUDSK
RUIURPSXEOLVKLQJWKRVHUHSUHVHQWDWLRQV



 $ SHUVRQ qWKH SXEOLVKHUr  SXEOLVKLQJ DQ\ VXFK PDWHULDO ZKHWKHU XQGHU
SDUDJUDSKRURWKHUZLVH PXVWVRIDUDVSUDFWLFDEOHH[FOXGHDQ\PDWWHU
ZKLFKUHODWHVWRWKHSULYDWHDIIDLUVRIDSDUWLFXODULQGLYLGXDOWKHSXEOLFDWLRQ
RI ZKLFK LQ WKH RSLQLRQ RI WKH SXEOLVKHU ZRXOG RU PLJKW VHULRXVO\ DQG
SUHMXGLFLDOO\DIIHFWWKHLQWHUHVWVRIWKDWLQGLYLGXDO





'HFLVLRQE\WKH%RDUG


 $IWHUFRQVLGHULQJu
D DQ\DGYLFHGXO\JLYHQXQGHUSDUDJUDSKVWR
E DQ\UHSUHVHQWDWLRQVGXO\PDGHXQGHUSDUDJUDSKRUDQG
F DQ\RWKHULQIRUPDWLRQZKLFKWKH%RDUGFRQVLGHUVUHOHYDQW
WKH%RDUGPXVWGHFLGHZKHWKHUWRPDNHWKHSURSRVHGUHFRPPHQGDWLRQ



 7KH %RDUG PXVW JLYH QRWLFH RI LWV GHFLVLRQ qWKH GHFLVLRQ QRWLFHr  WR WKH
DSSURYHGUHJXODWRUDQGWRWKH6HFUHWDU\RI6WDWH
 ,IWKH %RDUG GHFLGHV WR PDNHWKH SURSRVHG UHFRPPHQGDWLRQ WKHGHFLVLRQ
QRWLFHPXVWu
D FRQWDLQWKHUHFRPPHQGDWLRQDQG
E VWDWHZK\WKH%RDUGLVVDWLVILHGRIWKHPDWWHUVPHQWLRQHGLQVHFWLRQ
  D DQG E 
 7KH%RDUGPXVWSXEOLVKWKHGHFLVLRQQRWLFH

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu'HVLJQDWLRQRIDSSURYHGUHJXODWRUVDVOLFHQVLQJDXWKRULWLHV
3DUWu'HVLJQDWLRQRIDSSURYHGUHJXODWRUVE\RUGHU

6&+('8/(

6HFWLRQVDQG

'(6,*1$7,212)$33529('5(*8/$7256$6/,&(16,1*$87+25,7,(6
3$57
'(6,*1$7,212)$33529('5(*8/$7256%<25'(5
$SSOLFDWLRQWRWKH%RDUG




 7KLVSDUDJUDSKDSSOLHVZKHUHDERG\ZLVKHVWREHFRPHDOLFHQVLQJDXWKRULW\
LQUHODWLRQWRRQHRUPRUHDFWLYLWLHVZKLFKFRQVWLWXWHRQHRUPRUHUHVHUYHG
OHJDODFWLYLWLHV
 $ERG\PD\DSSO\WRWKH%RDUGIRUWKH%RDUGu
D WR UHFRPPHQG WKDW DQ RUGHU EH PDGH E\ WKH 6HFUHWDU\ RI 6WDWH
GHVLJQDWLQJWKHDSSOLFDQWDVDOLFHQVLQJDXWKRULW\LQUHODWLRQWRWKH
UHVHUYHGOHJDODFWLYLW\RUDFWLYLWLHVLQTXHVWLRQDQG
E WRDSSURYHZKDWWKHDSSOLFDQWSURSRVHVDVLWVOLFHQVLQJUXOHVLIVXFK
DQRUGHULVPDGH qWKHSURSRVHGOLFHQVLQJUXOHVr 
 %XWDERG\PD\PDNHDQDSSOLFDWLRQXQGHUWKLVSDUDJUDSKLQUHODWLRQWRD
UHVHUYHGOHJDODFWLYLW\RQO\LIu
D LWLVDUHOHYDQWDSSURYHGUHJXODWRULQUHODWLRQWRWKHDFWLYLW\RU
E LWKDVPDGHDQDSSOLFDWLRQXQGHU3DUWRI6FKHGXOH GHVLJQDWLRQRI
DSSURYHGUHJXODWRUV IRUWKH%RDUGWRUHFRPPHQGWKDWDQRUGHUEH
PDGHE\WKH6HFUHWDU\RI6WDWHGHVLJQDWLQJWKHERG\DVDQDSSURYHG
UHJXODWRULQUHODWLRQWRWKHDFWLYLW\
 $Q DSSOLFDWLRQ XQGHU WKLV SDUDJUDSK PXVW EH PDGH LQ VXFK IRUP DQG
PDQQHUDVWKH%RDUGPD\VSHFLI\LQUXOHVDQGPXVWEHDFFRPSDQLHGE\u
D D VWDWHPHQW RI WKH UHVHUYHG OHJDO DFWLYLW\ RU DFWLYLWLHV WR ZKLFK LW
UHODWHV
E GHWDLOVRIWKHDSSOLFDQWpVSURSRVHGOLFHQVLQJUXOHV
F VXFKH[SODQDWRU\PDWHULDODVWKHDSSOLFDQWFRQVLGHUVLVOLNHO\WREH
QHHGHGIRUWKHSXUSRVHVRIWKLV3DUWRIWKLV6FKHGXOHDQG
G WKHSUHVFULEHGIHH
 7KHSUHVFULEHGIHHLVWKHIHHVSHFLILHGLQRUGHWHUPLQHGLQDFFRUGDQFHZLWK
UXOHVPDGHE\WKH%RDUGZLWKWKHFRQVHQWRIWKH6HFUHWDU\RI6WDWH











 $QDSSOLFDQWPD\DWDQ\WLPHZLWKGUDZWKHDSSOLFDWLRQE\JLYLQJQRWLFHWR
WKDWHIIHFWWRWKH%RDUG
'LVPLVVDORIDSSOLFDWLRQ


 7KH %RDUG PD\ UHIXVH WR FRQVLGHU RU WR FRQWLQXH LWV FRQVLGHUDWLRQ RI DQ
DSSOLFDWLRQ



 7KH %RDUG PXVW PDNH UXOHV DERXW WKH SURFHGXUHV DQG FULWHULD WKDW LW ZLOO
DSSO\ ZKHQ GHWHUPLQLQJ ZKHWKHU WR UHIXVH WR FRQVLGHU RU WR FRQWLQXH LWV
FRQVLGHUDWLRQRIDQDSSOLFDWLRQXQGHUVXESDUDJUDSK  
 :KHUH WKH %RDUG GHFLGHV WR UHIXVH WR FRQVLGHU RU WR FRQWLQXH LWV
FRQVLGHUDWLRQ RI DQ DSSOLFDWLRQ LW PXVW JLYH WKH DSSOLFDQW QRWLFH RI WKDW
GHFLVLRQDQGRILWVUHDVRQVIRULW

'UDIW%LOO



/HJDO6HUYLFHV%LOO
6FKHGXOHu'HVLJQDWLRQRIDSSURYHGUHJXODWRUVDVOLFHQVLQJDXWKRULWLHV
3DUWu'HVLJQDWLRQRIDSSURYHGUHJXODWRUVE\RUGHU



 7KH%RDUGPXVWSXEOLVKDQRWLFHJLYHQXQGHUVXESDUDJUDSK  
%RDUGpVGXW\WRVHHNDGYLFH


 7KH%RDUGPXVWJLYHWRHDFKRIWKHSHUVRQVOLVWHGLQVXESDUDJUDSK  u
D DFRS\RIWKHDSSOLFDWLRQDQGDFFRPSDQ\LQJPDWHULDODQG
E D QRWLFH VSHFLI\LQJ D SHULRG ZLWKLQ ZKLFK DQ\ DGYLFH JLYHQ XQGHU
SDUDJUDSKVWRPXVWEHJLYHQ
 7KRVHSHUVRQVDUHu
D WKH6HFUHWDU\RI6WDWH
E WKH2)7
F WKH&RQVXPHU3DQHO
G HDFKRIWKHVHQLRUMXGJHVDQG
H VXFK RWKHU SHUVRQV DV WKH %RDUG FRQVLGHUV LW UHDVRQDEOH WR FRQVXOW
UHJDUGLQJWKHDSSOLFDWLRQ
 ,Q WKLV 3DUW RI WKLV 6FKHGXOH LQ UHODWLRQ WR DQ DSSOLFDWLRQ qVHOHFWHG
FRQVXOWHHrPHDQVDSHUVRQZLWKLQVXESDUDJUDSK  H 







$GYLFHRIWKH6HFUHWDU\RI6WDWH


7KH6HFUHWDU\RI6WDWHPXVWJLYHWKH%RDUGVXFKDGYLFHDVWKH6HFUHWDU\RI
6WDWHWKLQNVILWLQUHVSHFWRIWKHDSSOLFDWLRQ

$GYLFHRI2IILFHRI)DLU7UDGLQJ


 7KH2)7PXVWJLYHWKH%RDUGVXFKDGYLFHDVWKH2)7WKLQNVILWUHJDUGLQJ
ZKHWKHUWKHDSSOLFDWLRQVKRXOGEHJUDQWHG
 ,QGHFLGLQJZKDWDGYLFHWRJLYHWKH2)7PXVWLQSDUWLFXODUKDYHUHJDUGWR
ZKHWKHU PDNLQJ DQ RUGHU XQGHU SDUDJUDSK  LQ DFFRUGDQFH ZLWK WKH
UHFRPPHQGDWLRQDSSOLHGIRUZRXOG RUZRXOGEHOLNHO\WR UHVWULFWGLVWRUWRU
SUHYHQW FRPSHWLWLRQ ZLWKLQ WKH PDUNHW IRU UHVHUYHG OHJDO VHUYLFHV WR DQ\
VLJQLILFDQWH[WHQW





$GYLFHRIWKH&RQVXPHU3DQHO


 7KH &RQVXPHU 3DQHO PXVW JLYH WKH %RDUG VXFK DGYLFH DV WKH &RQVXPHU
3DQHOWKLQNVILWUHJDUGLQJZKHWKHUWKHDSSOLFDWLRQVKRXOGEHJUDQWHG
 ,Q GHFLGLQJ ZKDW DGYLFH WR JLYH WKH &RQVXPHU 3DQHO PXVW LQ SDUWLFXODU
KDYHUHJDUGWRWKHOLNHO\LPSDFWRQFRQVXPHUVRIWKH PDNLQJRI DQRUGHU
XQGHUSDUDJUDSKLQDFFRUGDQFHZLWKWKHUHFRPPHQGDWLRQDSSOLHGIRU



$GYLFHRIVHOHFWHGFRQVXOWHHV


$ VHOHFWHG FRQVXOWHH PD\ JLYH WKH %RDUG VXFK DGYLFH DV WKH VHOHFWHG
FRQVXOWHHWKLQNVILWLQUHVSHFWRIWKHDSSOLFDWLRQ

$GYLFHRIVHQLRUMXGJHV


 7KH%RDUGPXVWJLYHWRHDFKRIWKHVHQLRUMXGJHVu
D DFRS\RIDQ\DGYLFHGXO\JLYHQXQGHUSDUDJUDSKVWRDQG

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu'HVLJQDWLRQRIDSSURYHGUHJXODWRUVDVOLFHQVLQJDXWKRULWLHV
3DUWu'HVLJQDWLRQRIDSSURYHGUHJXODWRUVE\RUGHU

E

D QRWLFH VSHFLI\LQJ D SHULRG ZLWKLQ ZKLFK DQ\ DGYLFH XQGHU WKLV
SDUDJUDSKPXVWEHJLYHQ

 (DFKRIWKHVHQLRUMXGJHVPXVWWKHQJLYHVXFKDGYLFHWRWKH%RDUGDVWKDW
MXGJHWKLQNVILWUHJDUGLQJZKHWKHUWKHDSSOLFDWLRQVKRXOGEHJUDQWHG
 ,Q GHFLGLQJ ZKDW DGYLFH WR JLYH D VHQLRU MXGJH PXVW LQ SDUWLFXODU KDYH
UHJDUGWRWKHOLNHO\LPSDFWRQWKHFRXUWVLQ(QJODQGDQG:DOHVRIWKHPDNLQJ
RI DQ RUGHU XQGHU SDUDJUDSK  LQ DFFRUGDQFH ZLWK WKH UHFRPPHQGDWLRQ
DSSOLHGIRU



,QIRUPDWLRQREWDLQHGE\FRQVXOWHHV


$SHUVRQ qWKHFRQVXOWHHr WRZKRPDFRS\RIWKHDSSOLFDWLRQLVJLYHQXQGHU
SDUDJUDSK  PD\IRUWKHSXUSRVHVRIJLYLQJDGYLFHXQGHUSDUDJUDSKV
WRUHTXHVWWKHDSSOLFDQWRUDQ\RWKHUSHUVRQWRSURYLGHWKHFRQVXOWHHZLWK
VXFKDGGLWLRQDOLQIRUPDWLRQDVPD\EHVSHFLILHGE\WKHFRQVXOWHH



5HSUHVHQWDWLRQVE\DSSOLFDQW


 7KH%RDUGPXVWJLYHWRWKHDSSOLFDQWDFRS\RIDQ\DGYLFHGXO\JLYHQXQGHU
SDUDJUDSKVWR
 7KHDSSOLFDQWPD\PDNHWRWKH%RDUGu
D ZULWWHQUHSUHVHQWDWLRQVDQG
E LIWKH%RDUGDXWKRULVHVLWWRGRVRRUDOUHSUHVHQWDWLRQV
DERXWWKHDGYLFH





 7KH %RDUG PXVW PDNH UXOHV JRYHUQLQJ WKH PDNLQJ RI RUDO DQG ZULWWHQ
UHSUHVHQWDWLRQV
 5HSUHVHQWDWLRQVXQGHUWKLVSDUDJUDSKPXVWEHPDGHZLWKLQu
D WKHSHULRGRIGD\VEHJLQQLQJZLWKWKHGD\RQZKLFKWKHFRS\RI
WKHDGYLFHLVJLYHQWRWKHDSSOLFDQWRU
E VXFKORQJHUSHULRGDVWKH%RDUGPD\VSHFLI\LQDSDUWLFXODUFDVH



 :KHUH RUDOUHSUHVHQWDWLRQVDUH PDGH WKH%RDUGPXVW SUHSDUH D UHSRUWRI
WKRVHUHSUHVHQWDWLRQV
 %HIRUHSUHSDULQJWKDWUHSRUWWKH%RDUGPXVWu
D JLYHWKHDSSOLFDQWDUHDVRQDEOHRSSRUWXQLW\WRFRPPHQWRQDGUDIWRI
WKHUHSRUWDQG
E KDYHUHJDUGWRDQ\FRPPHQWVGXO\PDGH



3XEOLFDWLRQRIDGYLFHDQGUHSUHVHQWDWLRQVHWF


 7KH%RDUGPXVWDVVRRQDVSUDFWLFDEOHDIWHUWKHHQGRIWKHSHULRGZLWKLQ
ZKLFKUHSUHVHQWDWLRQVXQGHUSDUDJUDSKPD\EHPDGHSXEOLVKu
D DQ\DGYLFHGXO\JLYHQXQGHUSDUDJUDSKVWR
E DQ\ZULWWHQUHSUHVHQWDWLRQVGXO\PDGHXQGHUSDUDJUDSKDQGWKH
UHSRUW LIDQ\ SUHSDUHGXQGHUWKDWSDUDJUDSK
 1RWKLQJLQVXESDUDJUDSK  RSHUDWHVu
D WRSUHYHQWDSHUVRQZKRJLYHVDGYLFHXQGHUSDUDJUDSKVWRIURP
SXEOLVKLQJWKDWDGYLFHRU

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu'HVLJQDWLRQRIDSSURYHGUHJXODWRUVDVOLFHQVLQJDXWKRULWLHV
3DUWu'HVLJQDWLRQRIDSSURYHGUHJXODWRUVE\RUGHU

E



WRSUHYHQWDSHUVRQZKRPDNHVUHSUHVHQWDWLRQVXQGHUSDUDJUDSK
IURPSXEOLVKLQJWKRVHUHSUHVHQWDWLRQV

 $ SHUVRQ qWKH SXEOLVKHUr  SXEOLVKLQJ DQ\ VXFK PDWHULDO ZKHWKHU XQGHU
VXESDUDJUDSK   RU RWKHUZLVH  PXVW VR IDU DV SUDFWLFDEOH H[FOXGH DQ\
PDWWHU ZKLFK UHODWHV WR WKH SULYDWH DIIDLUV RI D SDUWLFXODU LQGLYLGXDO WKH
SXEOLFDWLRQ RI ZKLFK LQ WKH RSLQLRQ RI WKH SXEOLVKHU ZRXOG RU PLJKW
VHULRXVO\DQGSUHMXGLFLDOO\DIIHFWWKHLQWHUHVWVRIWKDWLQGLYLGXDO



5XOHVJRYHUQLQJGHFLVLRQVE\WKH%RDUG


 7KH%RDUGPXVWPDNHUXOHVVSHFLI\LQJKRZLWZLOOGHWHUPLQHDSSOLFDWLRQV
 5XOHVXQGHUVXESDUDJUDSK  PXVWLQSDUWLFXODUSURYLGHWKDWWKH%RDUG
PXVWJUDQWDQDSSOLFDWLRQLQUHODWLRQWRDSDUWLFXODUUHVHUYHGOHJDODFWLYLW\LI
LWLVVDWLVILHGu
D WKDW WKH DSSOLFDQWpV SURSRVHG OLFHQVLQJ UXOHV LQ UHODWLRQ WR WKH
DFWLYLW\PHHWWKHFRQGLWLRQVLQVXESDUDJUDSK  DQG
E WKDWWKHDSSOLFDQWLVFRPSHWHQWDQGZLOOKDYHVXIILFLHQWUHVRXUFHVWR
DFWDVDOLFHQVLQJDXWKRULW\LQUHODWLRQWRWKHDFWLYLW\
 7KHFRQGLWLRQVDUHWKDWWKHOLFHQVLQJUXOHVu
D FRPSO\ZLWKWKHUHTXLUHPHQWVRIVHFWLRQDQG
E DUHDSSURSULDWHIRUWKHSXUSRVHRIUHJXODWLQJWKHFDUU\LQJRQRIWKH
DFWLYLW\E\OLFHQVHGERGLHV







'HWHUPLQDWLRQRIDSSOLFDWLRQV


 $IWHUFRQVLGHULQJu
D WKHDSSOLFDWLRQDQGDFFRPSDQ\LQJPDWHULDO
E DQ\RWKHULQIRUPDWLRQSURYLGHGE\WKHDSSOLFDQW
F DQ\DGYLFHGXO\JLYHQXQGHUSDUDJUDSKVWR
G DQ\UHSUHVHQWDWLRQVGXO\PDGHXQGHUSDUDJUDSKDQG
H DQ\ RWKHU LQIRUPDWLRQ ZKLFK WKH %RDUG FRQVLGHUV UHOHYDQW WR WKH
DSSOLFDWLRQ
WKH%RDUGPXVWGHFLGHZKHWKHUWRJUDQWWKHDSSOLFDWLRQ
 :KHUHWKHDSSOLFDWLRQUHODWHVWRPRUHWKDQRQHUHVHUYHGOHJDODFWLYLW\WKH
%RDUGPD\JUDQWWKHDSSOLFDWLRQLQUHODWLRQWRDOORUDQ\RIWKHP





 7KH %RDUG PXVW JLYH QRWLFH RI LWV GHFLVLRQ WR WKH DSSOLFDQW qWKH GHFLVLRQ
QRWLFHr 
 :KHUHWKH%RDUGGHFLGHVWRUHIXVHWKHDSSOLFDWLRQ LQZKROHRULQSDUW WKH
GHFLVLRQQRWLFHPXVWVSHFLI\WKHUHDVRQVIRUWKDWGHFLVLRQ



 7KH%RDUGPXVWSXEOLVKWKHGHFLVLRQQRWLFH


 :KHUH DQ DSSOLFDWLRQ LV PDGH XQGHU WKLV 3DUW WKH %RDUG PXVW JLYH WKH
GHFLVLRQQRWLFHXQGHUSDUDJUDSKZLWKLQWKHGHFLVLRQSHULRG
 7KHqGHFLVLRQSHULRGrLVWKHSHULRGRIPRQWKVEHJLQQLQJZLWKWKHGD\RQ
ZKLFKWKHDSSOLFDWLRQLVPDGHWRWKH%RDUG
 7KH %RDUG PD\ EHIRUH WKH HQG RI WKH GHFLVLRQ SHULRG LVVXH D QRWLFH
H[WHQGLQJWKDWSHULRGE\DSHULRGVSHFLILHGLQWKHQRWLFH

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu'HVLJQDWLRQRIDSSURYHGUHJXODWRUVDVOLFHQVLQJDXWKRULWLHV
3DUWu'HVLJQDWLRQRIDSSURYHGUHJXODWRUVE\RUGHU

 0RUH WKDQ RQH QRWLFH PD\ EH LVVXHG XQGHU VXESDUDJUDSK   EXW WKH
GHFLVLRQSHULRGPXVWQRWH[FHHGPRQWKV
 7KH%RDUGPD\LVVXHDQRWLFHXQGHUVXESDUDJUDSK  RQO\DIWHULWKDVu
D FRQVXOWHGWKH2)7WKH&RQVXPHU3DQHODQGWKHVHQLRUMXGJHVDQG
E REWDLQHGWKH6HFUHWDU\RI6WDWHpVFRQVHQWWRWKHH[WHQVLRQ



 $ QRWLFH XQGHU VXESDUDJUDSK   PXVW VWDWH WKH %RDUGpV UHDVRQV IRU
H[WHQGLQJWKHGHFLVLRQSHULRG
 7KH%RDUGPXVWSXEOLVKDQ\QRWLFHLVVXHGXQGHUVXESDUDJUDSK  
(IIHFWRIJUDQWRIDSSOLFDWLRQ


 7KLV SDUDJUDSK DSSOLHV ZKHUH DQ DSSOLFDWLRQ LV JUDQWHG LQ UHODWLRQ WR D
UHVHUYHGOHJDODFWLYLW\RUDFWLYLWLHV



 7KH%RDUGPXVWUHFRPPHQGWRWKH6HFUHWDU\RI6WDWHWKDWDQRUGHUEHPDGH
GHVLJQDWLQJWKHDSSOLFDQWDVDOLFHQVLQJDXWKRULW\LQUHODWLRQWRWKHUHVHUYHG
OHJDODFWLYLW\RUDFWLYLWLHVLQTXHVWLRQ
 7KH%RDUGPXVWSXEOLVKDQ\UHFRPPHQGDWLRQPDGHXQGHUVXESDUDJUDSK

 7KH%RDUGPXVWPDNHDYDLODEOHWRWKH6HFUHWDU\RI6WDWHu
D DQ\DGYLFHGXO\JLYHQXQGHUSDUDJUDSKVWRDQG
E DQ\ZULWWHQUHSUHVHQWDWLRQVGXO\PDGHXQGHUSDUDJUDSKDQGWKH
UHSRUW LIDQ\ SUHSDUHGXQGHUWKDWSDUDJUDSK





3RZHURI6HFUHWDU\RI6WDWHWRREWDLQIXUWKHULQIRUPDWLRQ


 :KHUHWKH%RDUGPDNHVDUHFRPPHQGDWLRQWRWKH6HFUHWDU\RI6WDWHXQGHU
SDUDJUDSK  WKH 6HFUHWDU\ RI 6WDWH PD\ IRU WKH SXUSRVH RI PDNLQJ D
GHFLVLRQ XQGHU SDUDJUDSK  E\ QRWLFH UHTXHVW WKH %RDUG WR SURYLGH WKH
6HFUHWDU\RI6WDWHZLWKVXFKIXUWKHULQIRUPDWLRQDVLVVSHFLILHGLQWKHQRWLFH
ZLWKLQVXFKSHULRGDVLVVRVSHFLILHG



 7KH6HFUHWDU\RI6WDWHPXVWSXEOLVKDQ\QRWLFHJLYHQXQGHUVXESDUDJUDSK

 ,IWKH%RDUGLVXQDEOHWRFRPSO\ZLWKDUHTXHVWXQGHUVXESDUDJUDSK  LW
PXVWJLYHWKH6HFUHWDU\RI6WDWHDQRWLFHWRWKDWHIIHFWVSHFLI\LQJWKHUHDVRQV
IRULWEHLQJXQDEOHWRFRPSO\



6HFUHWDU\RI6WDWHpVGHFLVLRQWRPDNHDQRUGHU


 :KHUHDUHFRPPHQGDWLRQLVPDGHWRWKH6HFUHWDU\RI6WDWHXQGHUSDUDJUDSK
WKH6HFUHWDU\RI6WDWHPD\u
D PDNHDQRUGHULQDFFRUGDQFHZLWKWKHUHFRPPHQGDWLRQRU
E UHIXVHWRPDNHVXFKDQRUGHU



 :KHUHWKHUHFRPPHQGDWLRQUHODWHVWRPRUHWKDQRQHUHVHUYHGOHJDODFWLYLW\
WKH 6HFUHWDU\ RI 6WDWH PD\ PDNH DQ RUGHU XQGHU VXESDUDJUDSK  D  LQ
UHODWLRQWRDOORUDQ\RIWKHP
 %XWLIWKHDSSOLFDWLRQLQUHODWLRQWRDSDUWLFXODUUHVHUYHGOHJDODFWLYLW\ZDV
PDGHLQUHOLDQFHRQSDUDJUDSK  E WKH6HFUHWDU\RI6WDWHPXVWQRWPDNH

'UDIW%LOO



/HJDO6HUYLFHV%LOO
6FKHGXOHu'HVLJQDWLRQRIDSSURYHGUHJXODWRUVDVOLFHQVLQJDXWKRULWLHV
3DUWu'HVLJQDWLRQRIDSSURYHGUHJXODWRUVE\RUGHU



DQRUGHULQUHODWLRQWRWKDWDFWLYLW\XQOHVVWKH6HFUHWDU\RI6WDWHKDVPDGHDQ
RUGHU XQGHU 3DUW  RI 6FKHGXOH  GHVLJQDWLQJ WKH ERG\ DV DQ DSSURYHG
UHJXODWRULQUHODWLRQWRWKDWDFWLYLW\
 7KH6HFUHWDU\RI6WDWHPXVWu
D GHFLGHZKHWKHUWRPDNHDQRUGHUXQGHUWKLVSDUDJUDSKDQG
E JLYHQRWLFHRIWKDWGHFLVLRQ qWKHGHFLVLRQQRWLFHr WRWKHDSSOLFDQW
ZLWKLQ WKH SHULRG RI  GD\V EHJLQQLQJ ZLWK WKH GD\ RQ ZKLFK WKH
UHFRPPHQGDWLRQZDVPDGH
 ,IWKH6HFUHWDU\RI6WDWHGHFLGHVQRWWRPDNHDQRUGHULQDFFRUGDQFHZLWKWKH
ZKROH RU SDUW RI WKH UHFRPPHQGDWLRQ WKH GHFLVLRQ QRWLFH PXVW VWDWH WKH
UHDVRQVIRUWKHGHFLVLRQ





 7KH6HFUHWDU\RI6WDWHPXVWSXEOLVKWKHGHFLVLRQQRWLFH
$SSURYDORIOLFHQVLQJUXOHV


 :KHUHDQRUGHULVPDGHE\WKH6HFUHWDU\RI6WDWHXQGHUSDUDJUDSKWKH
DSSOLFDQWpVSURSRVHGOLFHQVLQJUXOHVDUHDWWKHVDPHWLPHWUHDWHGDVKDYLQJ
EHHQDSSURYHGE\WKH%RDUG
 %XWZKHUHWKHRUGHUUHODWHVWRRQHRUPRUH EXWQRWDOO RIWKHUHVHUYHGOHJDO
DFWLYLWLHVWRZKLFKWKHDSSOLFDWLRQUHODWHGVXESDUDJUDSK  KDVHIIHFWDVLI
WKHUHIHUHQFHWRWKHDSSOLFDQWpVSURSRVHGOLFHQVLQJUXOHVZHUHDUHIHUHQFHWR
WKRVH UXOHV H[FOXGLQJ DQ\ SURYLVLRQ PDGH LQ UHVSHFW RI DQ\ DFWLYLWLHV
H[FOXGHGIURPWKHRUGHU
 6XESDUDJUDSK   LV ZLWKRXW SUHMXGLFH WR WKH %RDUGpV SRZHU WR JLYH
GLUHFWLRQVXQGHUVHFWLRQ SRZHUVWRGLUHFWDQDSSURYHGUHJXODWRUWRWDNH
VWHSV LQ FHUWDLQ FLUFXPVWDQFHV LQFOXGLQJ VWHSV WR DPHQG LWV UHJXODWRU\
DUUDQJHPHQWV 
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7KLV6FKHGXOHDSSOLHVZKHUHWKH%RDUGFRQVLGHUVWKDWLWPD\EHDSSURSULDWH
IRULWWRPDNHDUHFRPPHQGDWLRQXQGHUVHFWLRQ  



1RWLILFDWLRQRIWKHOLFHQVLQJDXWKRULW\


 7KH%RDUGPXVWJLYHWKHOLFHQVLQJDXWKRULW\DQRWLFH qDZDUQLQJQRWLFHr
DFFRPSDQLHGE\DGUDIWRIWKHSURSRVHGUHFRPPHQGDWLRQ
 7KHZDUQLQJQRWLFHPXVWu
D VWDWH WKDW WKH %RDUG SURSRVHV WR PDNH D UHFRPPHQGDWLRQ XQGHU
VXEVHFWLRQ  RIVHFWLRQLQWKHIRUPRIWKHDFFRPSDQ\LQJGUDIW
E VWDWHWKHUHDVRQVZK\WKH%RDUGLVVDWLVILHGRIWKHPDWWHUVPHQWLRQHG
LQSDUDJUDSKV D DQG E RIWKDWVXEVHFWLRQ



 7KH%RDUGPXVWSXEOLVKDFRS\RIWKHZDUQLQJQRWLFH
 7KHOLFHQVLQJDXWKRULW\PD\PDNHWRWKH%RDUGu
D ZULWWHQUHSUHVHQWDWLRQVDQG
'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu'HVLJQDWLRQRIDSSURYHGUHJXODWRUVDVOLFHQVLQJDXWKRULWLHV
3DUWu&DQFHOODWLRQRIGHVLJQDWLRQE\RUGHU

E LIWKH%RDUGDXWKRULVHVLWWRGRVRRUDOUHSUHVHQWDWLRQV
DERXWWKHSURSRVHGUHFRPPHQGDWLRQ
 7KH %RDUG PXVW PDNH UXOHV JRYHUQLQJ WKH PDNLQJ RI RUDO DQG ZULWWHQ
UHSUHVHQWDWLRQV
 5HSUHVHQWDWLRQVXQGHUWKLVSDUDJUDSKPXVWEHPDGHZLWKLQu
D WKHSHULRGRIGD\VEHJLQQLQJZLWKWKHGD\RQZKLFKWKHZDUQLQJ
QRWLFHLVJLYHQWRWKHOLFHQVLQJDXWKRULW\RU
E VXFKORQJHUSHULRGDVWKH%RDUGPD\VSHFLI\LQDSDUWLFXODUFDVH
 7KH %RDUGPXVWFRQVLGHU DQ\UHSUHVHQWDWLRQV GXO\ PDGHE\ WKH OLFHQVLQJ
DXWKRULW\





 :KHUHRUDOUHSUHVHQWDWLRQVDUHGXO\PDGHWKH%RDUGPXVWSUHSDUHDUHSRUW
RIWKRVHUHSUHVHQWDWLRQV
 %HIRUHSUHSDULQJWKDWUHSRUWWKH%RDUGPXVWu
D JLYHWKHOLFHQVLQJDXWKRULW\DUHDVRQDEOHRSSRUWXQLW\WRFRPPHQWRQ
DGUDIWRIWKHUHSRUWDQG
E KDYHUHJDUGWRDQ\FRPPHQWVGXO\PDGH



%RDUGpVGXW\WRVHHNDGYLFH


 $IWHU FRPSO\LQJ ZLWK SDUDJUDSK  WKH %RDUG PXVW JLYH WR HDFK RI WKH
SHUVRQVOLVWHGLQVXESDUDJUDSK  u
D DFRS\RIWKHZDUQLQJQRWLFHDQGWKHDFFRPSDQ\LQJGUDIW
E D FRS\ RI DQ\ ZULWWHQ UHSUHVHQWDWLRQV GXO\ PDGH E\ WKH OLFHQVLQJ
DXWKRULW\ XQGHU SDUDJUDSK  DQG D FRS\ RI WKH UHSRUW LI DQ\
SUHSDUHGXQGHUWKDWSDUDJUDSKDQG
F D QRWLFH VSHFLI\LQJ D SHULRG ZLWKLQ ZKLFK DQ\ DGYLFH XQGHU
SDUDJUDSKVWRPXVWEHJLYHQ
 7KRVHSHUVRQVDUHu
D WKH6HFUHWDU\RI6WDWH
E WKH2)7
F WKH&RQVXPHU3DQHO
G HDFKRIWKHVHQLRUMXGJHVDQG
H VXFKRWKHUSHUVRQVDVWKH%RDUGFRQVLGHUVLWUHDVRQDEOHWRFRQVXOWLQ
UHVSHFWRIWKHSURSRVHGUHFRPPHQGDWLRQ







 ,Q WKLV 3DUW RI WKLV 6FKHGXOH LQ UHODWLRQ WR D SURSRVHG UHFRPPHQGDWLRQ
qVHOHFWHGFRQVXOWHHrPHDQVDSHUVRQZLWKLQVXESDUDJUDSK  H 
$GYLFHRIWKH6HFUHWDU\RI6WDWH




7KH6HFUHWDU\RI6WDWHPXVWJLYHWRWKH%RDUGVXFKDGYLFHDVWKH6HFUHWDU\RI
6WDWHWKLQNVILWLQUHVSHFWRIWKHSURSRVHGUHFRPPHQGDWLRQ

$GYLFHRI2IILFHRI)DLU7UDGLQJ


 7KH2)7PXVWJLYHWKH%RDUGVXFKDGYLFHDVLWWKLQNVILWUHJDUGLQJZKHWKHU
WKHSURSRVHGUHFRPPHQGDWLRQVKRXOGEHPDGH
 ,QGHFLGLQJZKDWDGYLFHWRJLYHWKH2)7PXVWLQSDUWLFXODUKDYHUHJDUGWR
ZKHWKHUPDNLQJDQRUGHUXQGHUVHFWLRQLQDFFRUGDQFHZLWKWKHSURSRVHG
'UDIW%LOO



/HJDO6HUYLFHV%LOO
6FKHGXOHu'HVLJQDWLRQRIDSSURYHGUHJXODWRUVDVOLFHQVLQJDXWKRULWLHV
3DUWu&DQFHOODWLRQRIGHVLJQDWLRQE\RUGHU



UHFRPPHQGDWLRQZRXOG RUZRXOGEHOLNHO\WR UHVWULFWGLVWRUWRUSUHYHQW
FRPSHWLWLRQZLWKLQWKHPDUNHWIRUUHVHUYHGOHJDOVHUYLFHVWRDQ\VLJQLILFDQW
H[WHQW
$GYLFHRIWKH&RQVXPHU3DQHO


 7KH &RQVXPHU 3DQHO PXVW JLYH WKH %RDUG VXFK DGYLFH DV LW WKLQNV ILW
UHJDUGLQJZKHWKHUWKHSURSRVHGUHFRPPHQGDWLRQVKRXOGEHPDGH



 ,Q GHFLGLQJ ZKDW DGYLFH WR JLYH WKH &RQVXPHU 3DQHO PXVW LQ SDUWLFXODU
KDYHUHJDUGWRWKHOLNHO\LPSDFWRQFRQVXPHUVRIPDNLQJDQRUGHUXQGHU
VHFWLRQLQDFFRUGDQFHZLWKWKHSURSRVHGUHFRPPHQGDWLRQ
$GYLFHRIVHOHFWHGFRQVXOWHHV




$ VHOHFWHG FRQVXOWHH PD\ JLYH WKH %RDUG VXFK DGYLFH DV WKH VHOHFWHG
FRQVXOWHHWKLQNVILWLQUHVSHFWRIWKHSURSRVHGUHFRPPHQGDWLRQ

$GYLFHRIVHQLRUMXGJHV


 7KH%RDUGPXVWJLYHWRHDFKRIWKHVHQLRUMXGJHVu
D DFRS\RIDQ\DGYLFHGXO\JLYHQXQGHUSDUDJUDSKVWRDQG
E D QRWLFH VSHFLI\LQJ D SHULRG ZLWKLQ ZKLFK DGYLFH XQGHU WKLV
SDUDJUDSKPXVWEHJLYHQ



 (DFKRIWKHVHQLRUMXGJHVPXVWWKHQJLYHVXFKDGYLFHDVWKDWMXGJHWKLQNVILW
LQUHVSHFWRIWKHSURSRVHGUHFRPPHQGDWLRQ
 ,Q GHFLGLQJ ZKDW DGYLFH WR JLYH D VHQLRU MXGJH PXVW LQ SDUWLFXODU KDYH
UHJDUGWRWKHOLNHO\LPSDFWRQWKHFRXUWVLQ(QJODQGDQG:DOHVRIPDNLQJDQ
RUGHUXQGHUVHFWLRQLQDFFRUGDQFHZLWKWKHSURSRVHGUHFRPPHQGDWLRQ



,QIRUPDWLRQREWDLQHGE\FRQVXOWHHV


$SHUVRQ qWKHFRQVXOWHHr WRZKRPDFRS\RIWKHZDUQLQJQRWLFHLVJLYHQ
XQGHU SDUDJUDSK    PD\ IRU WKH SXUSRVHV RI JLYLQJ DGYLFH XQGHU
SDUDJUDSKVWRUHTXHVWWKHOLFHQVLQJDXWKRULW\RUDQ\RWKHUSHUVRQWR
SURYLGHWKHFRQVXOWHHZLWKVXFKDGGLWLRQDOLQIRUPDWLRQDVPD\EHVSHFLILHG
E\WKHFRQVXOWHH



5HSUHVHQWDWLRQVE\WKHDSSURYHGUHJXODWRUHWF


 7KH%RDUGPXVWu
D JLYHWRWKHOLFHQVLQJDXWKRULW\DFRS\RIDQ\DGYLFHGXO\JLYHQXQGHU
SDUDJUDSKVWRDQG
E SXEOLVKWKDWDGYLFHWRJHWKHUZLWKDQ\ZULWWHQUHSUHVHQWDWLRQVGXO\
PDGHE\WKHOLFHQVLQJDXWKRULW\XQGHUSDUDJUDSKDQGWKHUHSRUW
LIDQ\ SUHSDUHGXQGHUWKDWSDUDJUDSK
 7KHOLFHQVLQJDXWKRULW\DQGDQ\ERG\ZLWKLQVXESDUDJUDSK  PD\PDNH
WRWKH%RDUGu
D ZULWWHQUHSUHVHQWDWLRQVDQG
E LIDXWKRULVHGWRGRVRE\WKH%RDUGRUDOUHSUHVHQWDWLRQV
DERXWWKHDGYLFH

'UDIW%LOO









/HJDO6HUYLFHV%LOO
6FKHGXOHu'HVLJQDWLRQRIDSSURYHGUHJXODWRUVDVOLFHQVLQJDXWKRULWLHV
3DUWu&DQFHOODWLRQRIGHVLJQDWLRQE\RUGHU

 $ ERG\ LV ZLWKLQ WKLV VXESDUDJUDSK LI LW UHSUHVHQWV OLFHQVHG ERGLHV
DXWKRULVHG E\ WKH OLFHQVLQJ DXWKRULW\ WR FDUU\ RQ DFWLYLWLHV ZKLFK DUH
UHVHUYHGOHJDODFWLYLWLHV
 7KH %RDUG PD\ DOORZ DQ\ RWKHU SHUVRQ WR PDNH ZULWWHQ RU RUDO
UHSUHVHQWDWLRQVDERXWWKHDGYLFH



 7KH%RDUGPD\PDNHUXOHVJRYHUQLQJWKHPDNLQJWRWKH%RDUGRIZULWWHQRU
RUDOUHSUHVHQWDWLRQV
 5HSUHVHQWDWLRQVXQGHUWKLVSDUDJUDSKPXVWEHPDGHZLWKLQu
D WKH SHULRG RI  GD\V EHJLQQLQJ ZLWK WKH GD\ RQ ZKLFK WKH
UHSUHVHQWDWLRQV DQG DGYLFH DUH SXEOLVKHG XQGHU VXESDUDJUDSK
 E RU
E VXFKORQJHUSHULRGDVWKH%RDUGPD\VSHFLI\LQDSDUWLFXODUFDVH



 :KHUH RUDOUHSUHVHQWDWLRQVDUH PDGH WKH%RDUGPXVW SUHSDUH D UHSRUWRI
WKRVHUHSUHVHQWDWLRQV
 %HIRUHSUHSDULQJWKDWUHSRUWWKH%RDUGPXVWu
D JLYH HDFK SHUVRQ ZKR PDGH RUDO UHSUHVHQWDWLRQV D UHDVRQDEOH
RSSRUWXQLW\ WR FRPPHQW RQ D GUDIW RI WKH UHSRUW RI WKRVH
UHSUHVHQWDWLRQVDQG
E KDYHUHJDUGWRDQ\FRPPHQWVGXO\PDGH



 7KH%RDUGPXVWDVVRRQDVUHDVRQDEO\SUDFWLFDEOHDIWHUWKHHQGRIWKHSHULRG
ZLWKLQZKLFKUHSUHVHQWDWLRQVXQGHUWKLVSDUDJUDSKPD\EHPDGHSXEOLVK
DQ\ ZULWWHQ UHSUHVHQWDWLRQV GXO\ PDGH DQG WKH UHSRUW LI DQ\  SUHSDUHG
XQGHUVXESDUDJUDSK  



3XEOLFDWLRQRIDGYLFHHWF


 1RWKLQJLQSDUDJUDSKRSHUDWHVu
D WRSUHYHQWDSHUVRQZKRJLYHVDGYLFHXQGHUSDUDJUDSKVWRIURP
SXEOLVKLQJWKDWDGYLFHRU
E WRSUHYHQWDSHUVRQZKRPDNHVUHSUHVHQWDWLRQVXQGHUSDUDJUDSK
RUIURPSXEOLVKLQJWKRVHUHSUHVHQWDWLRQV



 $ SHUVRQ qWKH SXEOLVKHUr  SXEOLVKLQJ DQ\ VXFK PDWHULDO ZKHWKHU XQGHU
SDUDJUDSKRURWKHUZLVH PXVWVRIDUDVSUDFWLFDEOHH[FOXGHDQ\PDWWHU
ZKLFKUHODWHVWRWKHSULYDWHDIIDLUVRIDSDUWLFXODULQGLYLGXDOWKHSXEOLFDWLRQ
RI ZKLFK LQ WKH RSLQLRQ RI WKH SXEOLVKHU ZRXOG RU PLJKW VHULRXVO\ DQG
SUHMXGLFLDOO\DIIHFWWKHLQWHUHVWVRIWKDWLQGLYLGXDO





'HFLVLRQE\WKH%RDUG


 $IWHUFRQVLGHULQJu
D DQ\DGYLFHGXO\JLYHQXQGHUSDUDJUDSKVWR
E DQ\UHSUHVHQWDWLRQVGXO\PDGHXQGHUSDUDJUDSKRUDQG
F DQ\RWKHULQIRUPDWLRQZKLFKWKH%RDUGFRQVLGHUVUHOHYDQW
WKH%RDUGPXVWGHFLGHZKHWKHUWRPDNHWKHSURSRVHGUHFRPPHQGDWLRQ
 7KH %RDUG PXVW JLYH QRWLFH RI LWV GHFLVLRQ qWKH GHFLVLRQ QRWLFHr  WR WKH
OLFHQVLQJDXWKRULW\DQGWRWKH6HFUHWDU\RI6WDWH

'UDIW%LOO



/HJDO6HUYLFHV%LOO
6FKHGXOHu'HVLJQDWLRQRIDSSURYHGUHJXODWRUVDVOLFHQVLQJDXWKRULWLHV
3DUWu&DQFHOODWLRQRIGHVLJQDWLRQE\RUGHU



 ,IWKH %RDUG GHFLGHV WR PDNHWKH SURSRVHG UHFRPPHQGDWLRQ WKHGHFLVLRQ
QRWLFHPXVWu
D FRQWDLQWKHUHFRPPHQGDWLRQDQG
E VWDWHZK\WKH%RDUGLVVDWLVILHGRIWKHPDWWHUVPHQWLRQHGLQVHFWLRQ
  D DQG E 



 7KH%RDUGPXVWSXEOLVKWKHGHFLVLRQQRWLFH

6&+('8/(
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$SSOLFDWLRQVIRUOLFHQFHV


 /LFHQVLQJUXOHVPXVWPDNHSURYLVLRQDERXWWKHIRUPDQGPDQQHULQZKLFK
DSSOLFDWLRQVIRUOLFHQFHVDUHWREHPDGHDQGWKHIHHZKLFKLVWRDFFRPSDQ\
DQDSSOLFDWLRQ
 7KH\PD\PDNHSURYLVLRQDERXWu
D WKHLQIRUPDWLRQZKLFKDSSOLFDWLRQVPXVWFRQWDLQDQG
E WKHGRFXPHQWVZKLFKPXVWDFFRPSDQ\DSSOLFDWLRQV



'HWHUPLQDWLRQRIDSSOLFDWLRQV


 /LFHQVLQJUXOHVPXVWPDNHWKHIROORZLQJSURYLVLRQDERXWWKHGHWHUPLQDWLRQ
RIDSSOLFDWLRQVIRUOLFHQFHV



 %HIRUHWKHHQGRIWKHGHFLVLRQSHULRGWKHOLFHQVLQJDXWKRULW\PXVWu
D GHFLGHWKHDSSOLFDWLRQ
E QRWLI\WKHDSSOLFDQWRILWVGHFLVLRQDQG
F LILWGHFLGHVWRUHIXVHWKHDSSOLFDWLRQVHWRXWLQWKHQRWLFHWKHUHDVRQV
IRUWKHUHIXVDO



 7KH GHFLVLRQ SHULRG LV WKH SHULRG RI  PRQWKV EHJLQQLQJ ZLWK WKH GD\ RQ
ZKLFKWKHDSSOLFDWLRQLVPDGHWRWKHOLFHQVLQJDXWKRULW\
 7KHOLFHQVLQJDXWKRULW\PD\RQRQHRUPRUHRFFDVLRQVJLYHWKHDSSOLFDQWD
QRWLFH DQ qH[WHQVLRQ QRWLFHr  H[WHQGLQJ WKH GHFLVLRQ SHULRG E\ D SHULRG
VSHFLILHGLQWKHQRWLFH



 %XWu
D DQ H[WHQVLRQ QRWLFH PD\ RQO\ EH JLYHQ EHIRUH WKH WLPH ZKHQ WKH
GHFLVLRQSHULRGZRXOGHQGEXWIRUWKHH[WHQVLRQQRWLFHDQG
E WKHWRWDOGHFLVLRQSHULRGPXVWQRWH[FHHGPRQWKV
 $QH[WHQVLRQQRWLFHPXVWVHWRXWWKHUHDVRQVIRUWKHH[WHQVLRQ

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu/LFHQVLQJUXOHV
3DUWu/LFHQVLQJSURFHGXUH

5HYLHZRIGHWHUPLQDWLRQ


/LFHQVLQJUXOHVPXVWPDNHSURYLVLRQIRUUHYLHZE\WKHOLFHQVLQJDXWKRULW\
RIu
D DGHFLVLRQWRUHIXVHDQDSSOLFDWLRQIRUDOLFHQFH
E LIDOLFHQFHLVJUDQWHGVXEMHFWWRFRQGLWLRQVXQGHUVHFWLRQ  DQ\
RUDOORIWKHFRQGLWLRQV



3HULRGRIOLFHQFHDQGUHQHZDO


 7KHOLFHQVLQJUXOHVPD\PDNHSURYLVLRQu
D OLPLWLQJWKHSHULRGIRUZKLFKDQ\OLFHQFHLV VXEMHFWWRWKHSURYLVLRQ
RIWKLV3DUWRIWKLV6FKHGXOHDQGRIWKHOLFHQVLQJUXOHV WRUHPDLQLQ
IRUFH
E DERXWWKHUHQHZDORIOLFHQFHVLQFOXGLQJSURYLVLRQDERXWWKHIRUPDQG
PDQQHULQZKLFKDQDSSOLFDWLRQIRUWKHUHQHZDOLVWREHPDGHDQG
WKHIHHZKLFKLVWRDFFRPSDQ\DQDSSOLFDWLRQ
 7KHOLFHQVLQJUXOHVPD\PDNHSURYLVLRQDERXWu
D WKHLQIRUPDWLRQZKLFKDSSOLFDWLRQVIRUUHQHZDOPXVWFRQWDLQDQG
E WKHGRFXPHQWVZKLFKPXVWDFFRPSDQ\DSSOLFDWLRQV





0RGLILFDWLRQRIOLFHQFHV


 /LFHQVLQJUXOHVPXVWPDNHSURYLVLRQDERXWWKHIRUPDQGPDQQHULQZKLFK
DSSOLFDWLRQVDUHWREHPDGHIRUPRGLILFDWLRQRIWKHWHUPVRIDOLFHQFHDQGWKH
IHHZKLFKLVWRDFFRPSDQ\WKHDSSOLFDWLRQ



 7KH\ PD\ PDNH SURYLVLRQ DV WR WKH FLUFXPVWDQFHV LQ ZKLFK WKH OLFHQVLQJ
DXWKRULW\PD\PRGLI\WKHWHUPVRIDOLFHQFHZLWKRXWDQDSSOLFDWLRQEHLQJ
PDGH
 7KH\PXVWPDNHSURYLVLRQIRUUHYLHZE\WKHOLFHQVLQJDXWKRULW\RIu
D DGHFLVLRQWRUHIXVHDQDSSOLFDWLRQIRUPRGLILFDWLRQRIWKHWHUPVRID
OLFHQFH
E LIWKHOLFHQVLQJDXWKRULW\PDNHVOLFHQVLQJUXOHVXQGHUVXESDUDJUDSK
 DGHFLVLRQWRPRGLI\WKHWHUPVRIDOLFHQFH
3$57





6758&785$/5(48,5(0(176
0DQDJHPHQW


 /LFHQVLQJUXOHVPXVWUHTXLUHDOLFHQVHGERG\WRFRPSO\ZLWKWKHIROORZLQJ
UHTXLUHPHQWVDWDOOWLPHV
 $WOHDVWRQHRIWKHOLFHQVHGERG\pVPDQDJHUVPXVWEHDQLQGLYLGXDOZKRLV
DQDXWKRULVHGSHUVRQLQUHODWLRQWRDOLFHQVHGDFWLYLW\



 $W OHDVW RQH RI WKH SHUVRQV ZLWKLQ VXESDUDJUDSK   PXVW EH D QRQ
DXWKRULVHGSHUVRQ
 7KHSHUVRQVZLWKLQWKLVVXESDUDJUDSKDUHu
D DQ\LQGLYLGXDOZKRLVDPDQDJHURIWKHOLFHQVHGERG\

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu/LFHQVLQJUXOHV
3DUWu6WUXFWXUDOUHTXLUHPHQWV

E


DQ\SHUVRQZKRKDVDQLQWHUHVWLQWKHOLFHQVHGERG\

 /LFHQVLQJUXOHVPD\PDNHIXUWKHUSURYLVLRQDVWRu
D WKHPDQDJHUVRIOLFHQVHGERGLHVDQG
E WKHDUUDQJHPHQWVIRUWKHPDQDJHPHQWE\WKHPRIWKHOLFHQVHGERG\
DQGLWVDFWLYLWLHV



 7KH\PXVWQRWUHTXLUHDOOWKHPDQDJHUVRIDOLFHQVHGERG\ZKLFKVDWLVILHV
VXESDUDJUDSK  RISDUDJUDSKE\YLUWXHRIVXESDUDJUDSK  E RIWKDW
SDUDJUDSKWREHDXWKRULVHGSHUVRQVLQUHODWLRQWRDUHVHUYHGOHJDODFWLYLW\
2ZQHUVKLS


 /LFHQVLQJUXOHVPXVWLQFOXGHWKHIROORZLQJUHTXLUHPHQWV



 $QRQDXWKRULVHGSHUVRQPD\QRWKROGDPDWHULDOLQWHUHVWLQDOLFHQVHGERG\
ZKLFK LVDFRPSDQ\ ZLWKDVKDUH FDSLWDO XQOHVVWKH SHUVRQpVKROGLQJRI D
PDWHULDOLQWHUHVWLVDSSURYHGLQZULWLQJE\WKHOLFHQVLQJDXWKRULW\
 $ QRQDXWKRULVHG SHUVRQ PD\ QRW KROG DQ LQWHUHVW LQ DQ\ RWKHU OLFHQVHG
ERG\XQOHVVWKHSHUVRQpVKROGLQJRIDQLQWHUHVWLVDSSURYHGLQZULWLQJE\WKH
OLFHQVLQJDXWKRULW\




 /LFHQVLQJUXOHVPD\LQFOXGHWKHIROORZLQJUHTXLUHPHQWV
 $QRQDXWKRULVHGSHUVRQPD\QRWKROGDQLQWHUHVWLQDOLFHQVHGERG\ZKLFK
H[FHHGVDOLPLWVSHFLILHGLQWKHUXOHV
 $ QRQDXWKRULVHG SHUVRQ PD\ QRW KROG D FRQWUROOHG LQWHUHVW LQ D OLFHQVHG
ERG\ZKLFKLVDFRPSDQ\ZLWKDVKDUHFDSLWDOXQOHVVWKHSHUVRQpVKROGLQJRI
DFRQWUROOHGLQWHUHVWLVDSSURYHGLQZULWLQJE\WKHOLFHQVLQJDXWKRULW\



 $ FRQWUROOHG LQWHUHVW LV DQ LQWHUHVW LQ VXFK SURSRUWLRQ RI WKH FRPSDQ\pV
RUGLQDU\VKDUHFDSLWDODVPD\EHVSHFLILHGLQWKHOLFHQVLQJUXOHV
 /LFHQVLQJUXOHVPDGHXQGHUVXESDUDJUDSK  PD\VSHFLI\PRUHWKDQRQH
SURSRUWLRQ EXW DQ\ SURSRUWLRQ VSHFLILHG PXVW EH JUHDWHU WKDQ WKH
SURSRUWLRQ RI WKH FRPSDQ\pV RUGLQDU\ VKDUH FDSLWDO DQ LQWHUHVW LQ ZKLFK
FRQVWLWXWHVDPDWHULDOLQWHUHVW


 /LFHQVLQJ UXOHV PXVW PDNH WKH IROORZLQJ SURYLVLRQ LQ UHODWLRQ WR DQ\
UHTXLUHPHQW WKDW D SHUVRQ PD\ QRW KROG DQ LQWHUHVW RU DQ LQWHUHVW RI D
SDUWLFXODUGHVFULSWLRQ LQDOLFHQVHGERG\XQOHVVWKHSHUVRQpVKROGLQJRIDQ
LQWHUHVW RU DQ LQWHUHVW RI WKDW GHVFULSWLRQ  LV DSSURYHG E\ WKH OLFHQVLQJ
DXWKRULW\
 7KH SHUVRQpV KROGLQJ RI WKH LQWHUHVW PD\ EH DSSURYHG E\ WKH OLFHQVLQJ
DXWKRULW\u
D LQ WKH FRXUVH RI GHWHUPLQLQJ DQ DSSOLFDWLRQ IRU D OLFHQFH XQGHU
VHFWLRQRU
E XQGHUSDUDJUDSK
 %HIRUHJLYLQJLWVDSSURYDOWKHOLFHQVLQJDXWKRULW\PXVWEHVDWLVILHGWKDWu
D WKHSHUVRQLVDILWDQGSURSHUSHUVRQWRKROGWKHLQWHUHVWDQG
E WKH SHUVRQpV LQWHUHVW GRHV QRW FRPSURPLVH DGKHUHQFH WR WKH
SURIHVVLRQDOSULQFLSOHVE\WKHOLFHQVHGERG\RUWKRVHWKURXJKZKRP
WKHOLFHQVHGERG\FDUULHVRQDQ\OLFHQVHGDFWLYLWLHV

'UDIW%LOO











/HJDO6HUYLFHV%LOO
6FKHGXOHu/LFHQVLQJUXOHV
3DUWu6WUXFWXUDOUHTXLUHPHQWV

 7KHOLFHQVLQJDXWKRULW\PD\JLYHLWVDSSURYDOVXEMHFWWRFRQGLWLRQV
 ,IWKHOLFHQVLQJDXWKRULW\UHIXVHVWRJLYHLWVDSSURYDOLWPXVWJLYHZULWWHQ
UHDVRQVIRUWKHUHIXVDO
 /LFHQVLQJUXOHVPXVWPDNHSURYLVLRQDERXWWKHSURFHGXUHVDQGFULWHULDWKDW
ZLOOEHDSSOLHGE\WKHOLFHQVLQJDXWKRULW\ZKHQGHWHUPLQLQJZKHWKHULWLV
VDWLVILHGRIWKHPDWWHUVPHQWLRQHGLQVXESDUDJUDSK  



 7KHOLFHQVLQJUXOHVPXVWSURYLGHIRUUHYLHZE\WKHOLFHQVLQJDXWKRULW\RIu
D DUHIXVDO
E LIDSSURYDOLVJLYHQVXEMHFWWRFRQGLWLRQVWKHFRQGLWLRQV
2ZQHUVKLSDSSOLFDWLRQVIRUOLFHQFHV




/LFHQVLQJ UXOHV PD\ UHTXLUH D QRQDXWKRULVHG SHUVRQ LGHQWLILHG LQ
DFFRUGDQFHZLWKVHFWLRQ  RU  LQDQDSSOLFDWLRQIRUDOLFHQFHWRSURYLGH
WKH OLFHQVLQJ DXWKRULW\ ZLWK VXFK GRFXPHQWV DQG LQIRUPDWLRQ DV LW PD\
UHTXLUH

$SSURYDORIFKDQJHRIRZQHUVKLS




 /LFHQVLQJUXOHVPXVWLQFOXGHWKHIROORZLQJUHTXLUHPHQWV
 ,I D SHUVRQ JLYHV WKH OLFHQVLQJ DXWKRULW\ QRWLILFDWLRQ XQGHU VHFWLRQ 
UHTXLUHPHQW WR JLYH QRWLFH RI DFTXLVLWLRQ RU LQWHQGHG DFTXLVLWLRQ RI
LQWHUHVW WKHOLFHQVLQJDXWKRULW\PXVWJLYHRUUHIXVHWKHUHTXLUHGDSSURYDO
LQZULWLQJZLWKLQPRQWKVRIWKHQRWLILFDWLRQ



 ,IWKHQRWLILFDWLRQLVXQGHUVHFWLRQ  E DQGWKHOLFHQVLQJDXWKRULW\JLYHV
WKHUHTXLUHGDSSURYDOWKHSHUVRQpVKROGLQJLVWREHWUHDWHGDVKDYLQJEHHQ
DSSURYHGE\WKHOLFHQVLQJDXWKRULW\EHIRUHWKHSHUVRQDFTXLUHGWKHLQWHUHVW
 q5HTXLUHGDSSURYDOrKDVWKHVDPHPHDQLQJDVLQVHFWLRQ  
+HDGRI/HJDO3UDFWLFH




 /LFHQVLQJUXOHVPXVWLQFOXGHWKHIROORZLQJUHTXLUHPHQWV
 $OLFHQVHGERG\PXVWDWDOOWLPHVKDYHDQLQGLYLGXDOu
D ZKRLVGHVLJQDWHGDV+HDGRI/HJDO3UDFWLFHDQG
E ZKRVHGHVLJQDWLRQLVDSSURYHGE\WKHOLFHQVLQJDXWKRULW\
 $ GHVLJQDWLRQ RI DQ LQGLYLGXDO DV +HDG RI /HJDO 3UDFWLFH KDV HIIHFW RQO\
ZKLOHWKHLQGLYLGXDOu
D FRQVHQWVWRWKHGHVLJQDWLRQ
E LV DQ DXWKRULVHG SHUVRQ LQ UHODWLRQ WR RQH RU PRUH RI WKH OLFHQVHG
DFWLYLWLHVDQG
F LV QRW RQ WKH OLVW RI GLVTXDOLILHG SHUVRQV PDLQWDLQHG E\ WKH %RDUG
XQGHUVHFWLRQ  D 





 7KH OLFHQVLQJ DXWKRULW\ PD\ DSSURYH D SHUVRQpV GHVLJQDWLRQ RQO\ LI LW LV
VDWLVILHGWKDWWKHSHUVRQLVDILWDQGSURSHUSHUVRQWRFDUU\RXWWKHGXWLHV
LPSRVHGE\VHFWLRQLQUHODWLRQWRWKDWERG\
 7KHOLFHQVLQJDXWKRULW\PD\DSSURYHDSHUVRQpVGHVLJQDWLRQLQWKHFRXUVHRI
GHWHUPLQLQJDQDSSOLFDWLRQIRUDOLFHQFHXQGHUVHFWLRQ

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu/LFHQVLQJUXOHV
3DUWu6WUXFWXUDOUHTXLUHPHQWV

 ,IWKHOLFHQVLQJDXWKRULW\LVVDWLVILHGWKDWWKHSHUVRQGHVLJQDWHGDVDOLFHQVHG
ERG\pV+HDGRI/HJDO3UDFWLFHKDVEUHDFKHGDGXW\LPSRVHGE\VHFWLRQLW
PD\ZLWKGUDZLWVDSSURYDORIWKDWSHUVRQpVGHVLJQDWLRQ


 /LFHQVLQJUXOHVPXVWPDNHSURYLVLRQDERXWu
D WKH SURFHGXUHV DQG FULWHULD WKDW ZLOO EH DSSOLHG E\ WKH OLFHQVLQJ
DXWKRULW\ ZKHQ GHWHUPLQLQJ XQGHU SDUDJUDSK    ZKHWKHU DQ
LQGLYLGXDOLVDILWDQGSURSHUSHUVRQ
E WKH SURFHGXUHV DQG FULWHULD WKDW ZLOO EH DSSOLHG E\ WKH OLFHQVLQJ
DXWKRULW\ LQ GHWHUPLQLQJ XQGHU SDUDJUDSK    ZKHWKHU WR
ZLWKGUDZLWVDSSURYDO
F WKH SURFHGXUH ZKLFK LV WR DSSO\ ZKHUH D OLFHQVHG ERG\ FHDVHV WR
FRPSO\ZLWKWKHUHTXLUHPHQWLPSRVHGE\YLUWXHRISDUDJUDSK  
 5XOHV PDGH LQ DFFRUGDQFH ZLWK VXESDUDJUDSK  F  PD\ LQ SDUWLFXODU
SURYLGH WKDW WKH UHTXLUHPHQW LPSRVHG E\ YLUWXH RI SDUDJUDSK    LV
VXVSHQGHGXQWLOVXFKWLPHDVPD\EHVSHFLILHGE\WKHOLFHQVLQJDXWKRULW\LI
WKH OLFHQVHG ERG\ FRPSOLHV ZLWK VXFK RWKHU UHTXLUHPHQWV DV PD\ EH
VSHFLILHGLQWKHUXOHV







+HDGRI)LQDQFHDQG$GPLQLVWUDWLRQ


 /LFHQVLQJUXOHVPXVWLQFOXGHWKHIROORZLQJUHTXLUHPHQWV
 $OLFHQVHGERG\PXVWDWDOOWLPHVKDYHDQLQGLYLGXDOu
D ZKRLVGHVLJQDWHGDV+HDGRI)LQDQFHDQG$GPLQLVWUDWLRQDQG
E ZKRVHGHVLJQDWLRQLVDSSURYHGE\WKHOLFHQVLQJDXWKRULW\
 $GHVLJQDWLRQRIDQLQGLYLGXDODV+HDGRI)LQDQFHDQG$GPLQLVWUDWLRQKDV
HIIHFWRQO\ZKLOHWKHLQGLYLGXDOu
D FRQVHQWVWRWKHGHVLJQDWLRQDQG
E LV QRW RQ WKH OLVW RI GLVTXDOLILHG SHUVRQV PDLQWDLQHG E\ WKH %RDUG
XQGHUVHFWLRQ  E 
 7KH OLFHQVLQJ DXWKRULW\ PD\ DSSURYH D SHUVRQpV GHVLJQDWLRQ RQO\ LI LW LV
VDWLVILHGWKDWWKHSHUVRQLVDILWDQGSURSHUSHUVRQWRFDUU\RXWWKHGXWLHV
LPSRVHGE\VHFWLRQLQUHODWLRQWRWKDWERG\







 7KHOLFHQVLQJDXWKRULW\PD\DSSURYHDSHUVRQpVGHVLJQDWLRQLQWKHFRXUVHRI
GHWHUPLQLQJDQDSSOLFDWLRQIRUDOLFHQFHXQGHUVHFWLRQ
 ,IWKHOLFHQVLQJDXWKRULW\LVVDWLVILHGWKDWWKHSHUVRQGHVLJQDWHGDVDOLFHQVHG
ERG\pV+HDGRI)LQDQFHDQG$GPLQLVWUDWLRQKDVEUHDFKHGDGXW\LPSRVHG
E\VHFWLRQLWPD\ZLWKGUDZLWVDSSURYDORIWKDWSHUVRQpVGHVLJQDWLRQ


 /LFHQVLQJUXOHVPXVWPDNHSURYLVLRQDERXWu
D WKH SURFHGXUHV DQG FULWHULD WKDW ZLOO EH DSSOLHG E\ WKH OLFHQVLQJ
DXWKRULW\ ZKHQ GHWHUPLQLQJ XQGHU SDUDJUDSK    ZKHWKHU DQ
LQGLYLGXDOLVDILWDQGSURSHUSHUVRQ
E WKH SURFHGXUHV DQG FULWHULD WKDW ZLOO EH DSSOLHG E\ WKH OLFHQVLQJ
DXWKRULW\ LQ GHWHUPLQLQJ XQGHU SDUDJUDSK    ZKHWKHU WR
ZLWKGUDZLWVDSSURYDO
F WKH SURFHGXUH ZKLFK LV WR DSSO\ ZKHUH D OLFHQVHG ERG\ FHDVHV WR
FRPSO\ZLWKWKHUHTXLUHPHQWLPSRVHGE\YLUWXHRISDUDJUDSK  

'UDIW%LOO







/HJDO6HUYLFHV%LOO
6FKHGXOHu/LFHQVLQJUXOHV
3DUWu6WUXFWXUDOUHTXLUHPHQWV

 7KHUXOHVPDGHLQDFFRUGDQFHZLWKVXESDUDJUDSK  F PD\LQSDUWLFXODU
SURYLGHWKDWWKHUHTXLUHPHQWLPSRVHGE\YLUWXHRIVXESDUDJUDSK  LV
VXVSHQGHGXQWLOVXFKWLPHDVPD\EHVSHFLILHGE\WKHOLFHQVLQJDXWKRULW\LI
WKH OLFHQVHG ERG\ FRPSOLHV ZLWK VXFK RWKHU UHTXLUHPHQWV DV PD\ EH
VSHFLILHGLQWKHUXOHV



3$57
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3UDFWLVLQJDGGUHVV


 7KHOLFHQVLQJUXOHVPXVWUHTXLUHDOLFHQVHGERG\DWDOOWLPHVu
D LI LW LV D FRPSDQ\ LQFRUSRUDWHG LQ (QJODQG DQG :DOHV WR KDYH LWV
UHJLVWHUHGRIILFHLQ(QJODQGRU:DOHVDQG
E LQDQ\RWKHUFDVHWRKDYHDSUDFWLVLQJDGGUHVVLQ(QJODQGRU:DOHV
 )RUWKLVSXUSRVHDqSUDFWLVLQJDGGUHVVrLQUHODWLRQWRDOLFHQVHGERG\PHDQV
DQ DGGUHVV IURP ZKLFK WKH ERG\ SURYLGHV VHUYLFHV ZKLFK FRQVLVW RI RU
LQFOXGHWKHFDUU\LQJRQRIUHVHUYHGOHJDODFWLYLWLHV





/LFHQVHGDFWLYLWLHVPXVWEHFDUULHGRQWKURXJKHQWLWOHGSHUVRQV


 /LFHQVLQJUXOHVPXVWLQFOXGHWKHIROORZLQJUHTXLUHPHQWV
 $OLFHQVHGERG\PD\FDUU\RQDOLFHQVHGDFWLYLW\RQO\WKURXJKDSHUVRQZKR
LVHQWLWOHGWRFDUU\RQWKHDFWLYLW\
 $ OLFHQVHG ERG\ PXVW DW DOO WLPHV KDYH VXLWDEOH DUUDQJHPHQWV LQ SODFH WR
HQVXUH WKDW LW DQG WKH SHUVRQV WKURXJK ZKRP WKH ERG\ FDUULHV RQ DQ\
OLFHQVHGDFWLYLW\PDLQWDLQWKHSURIHVVLRQDOSULQFLSOHVVHWRXWLQVHFWLRQ  



'LVTXDOLILHGHPSOR\HHVDQGRIILFHUV


 7KHOLFHQVLQJUXOHVPXVWPDNHWKHIROORZLQJUHTXLUHPHQWV
 $OLFHQVHGERG\PD\QRWHPSOR\DSHUVRQZKRLVLQFOXGHGLQWKHOLVWNHSWE\
WKH%RDUGXQGHUVHFWLRQ  F  GLVTXDOLILHGHPSOR\HHVDQGRIILFHUV 



 $SHUVRQZKRLVLQFOXGHGLQWKDWOLVWPD\QRWEHDQRIILFHURIDOLFHQVHGERG\
,QGHPQLW\FRYHUDQGFRPSHQVDWLRQ


 7KHOLFHQVLQJUXOHVPXVWPDNHSURYLVLRQIRULQGHPQLI\LQJOLFHQVHGERGLHV
DQGIRUPHUOLFHQVHGERGLHVDJDLQVWORVVHVDULVLQJIURPFODLPVLQUHODWLRQWR
DQ\GHVFULSWLRQRIFLYLOOLDELOLW\LQFXUUHGE\WKHPRUE\HPSOR\HHVRUIRUPHU
HPSOR\HHVRIWKHLUVLQFRQQHFWLRQZLWKWKHLUDFWLYLWLHVDVOLFHQVHGERGLHV
 7KH OLFHQVLQJ UXOHVPXVWDOVRPDNHSURYLVLRQIRUWKHPDNLQJRI JUDQWV RU
RWKHUSD\PHQWVIRUWKHSXUSRVHRIUHOLHYLQJRUPLWLJDWLQJORVVHVVXIIHUHGE\
SHUVRQVLQFRQVHTXHQFHRIu
D QHJOLJHQFH RU IUDXG RU RWKHU GLVKRQHVW\ RQ WKH SDUW RI OLFHQVHG
ERGLHVRURIHPSOR\HHVRIWKHLUVLQFRQQHFWLRQZLWKWKHLUDFWLYLWLHV
DVOLFHQVHGERGLHV
E IDLOXUHRQWKHSDUWRIOLFHQVHGERGLHVWRDFFRXQWIRUPRQH\UHFHLYHG
E\WKHPLQFRQQHFWLRQZLWKWKHLUDFWLYLWLHVDVOLFHQVHGERGLHV

'UDIW%LOO









/HJDO6HUYLFHV%LOO
6FKHGXOHu/LFHQVLQJUXOHV
3DUWu3UDFWLFHUHTXLUHPHQWV

 )RUWKHSXUSRVHVRISURYLGLQJVXFKLQGHPQLW\DQGHQDEOLQJVXFKJUDQWVRU
RWKHUSD\PHQWVWREHPDGHOLFHQVLQJUXOHVPD\u
D DXWKRULVHRUUHTXLUHWKHOLFHQVLQJDXWKRULW\WRHVWDEOLVKDQGPDLQWDLQ
DIXQGRUIXQGV
E DXWKRULVHRUUHTXLUHWKHOLFHQVLQJDXWKRULW\WRWDNHRXWDQGPDLQWDLQ
LQVXUDQFHZLWKDXWKRULVHGLQVXUHUV
F UHTXLUHOLFHQVHGERGLHVRUOLFHQVHGERGLHVRIDQ\VSHFLILFGHVFULSWLRQ
WRWDNHRXWDQGPDLQWDLQLQVXUDQFHZLWKDXWKRULVHGLQVXUHUV
 ,QWKLVSDUDJUDSKqDXWKRULVHGLQVXUHUrKDVWKHVDPHPHDQLQJDVLQVHFWLRQ






$FFRXQWV


7KH OLFHQVLQJ UXOHV PXVW PDNH SURYLVLRQ DV WR WKH WUHDWPHQW RI FOLHQWpV
PRQH\ DQG PRQH\ FRPSULVHG LQ WUXVWV KHOG E\ OLFHQVHG ERGLHV DQG WKH
NHHSLQJE\OLFHQVHGERGLHVRIDFFRXQWVLQUHVSHFWRIVXFKPRQH\
3$57



5(*8/$7,21
)HHV


 7KHOLFHQVLQJUXOHVPXVWUHTXLUHOLFHQVHGERGLHVWRSD\SHULRGLFDOIHHVWRWKH
OLFHQVLQJDXWKRULW\
 7KH UXOHV PD\ SURYLGH IRU WKH SD\PHQW RI GLIIHUHQW IHHV E\ GLIIHUHQW
GHVFULSWLRQVRIOLFHQVHGERG\



)LQDQFLDOSHQDOWLHV


7KHOLFHQVLQJUXOHVPXVWPDNHSURYLVLRQUHTXLULQJWKHOLFHQVLQJDXWKRULW\
LQ GHWHUPLQLQJ WKH DPRXQW RI DQ\ SHQDOW\ LPSRVHG XQGHU VHFWLRQ 
SHQDOW\IRUEUHDFKRIOLFHQFHWHUPV WRKDYHUHJDUGWRu
D WKHVHULRXVQHVVRIWKHEUHDFKLQTXHVWLRQLQUHODWLRQWRWKHQDWXUHRI
WKHWHUPVRIWKHOLFHQFHWRZKLFKWKHEUHDFKUHODWHVDQG
E WKHH[WHQWWRZKLFKWKHEUHDFKZDVGHOLEHUDWHRUUHFNOHVV



6XVSHQVLRQRUUHYRFDWLRQRIOLFHQFHXQGHUVHFWLRQ


 7KHOLFHQVLQJUXOHVPXVWPDNHWKHIROORZLQJSURYLVLRQ
 7KH OLFHQVLQJ DXWKRULW\ PD\ VXVSHQG RU UHYRNH D OLFHQVHG ERG\pV OLFHQFH
XQGHUVHFWLRQLIDQRQDXWKRULVHGSHUVRQKROGVu
D D PDWHULDO LQWHUHVW LQ D OLFHQVHG ERG\ ZKLFK LV D FRPSDQ\ ZLWK D
VKDUHFDSLWDORU
E DQLQWHUHVWLQDOLFHQVHGERG\ZKLFKLVQRWDFRPSDQ\ZLWKDVKDUH
FDSLWDO
ZLWKRXWWKHDSSURYDOUHTXLUHGE\OLFHQVLQJUXOHVPDGHXQGHUSDUDJUDSK
 7KHOLFHQVLQJDXWKRULW\PD\UHYRNHDOLFHQVHGERG\pVOLFHQFHXQGHUVHFWLRQ
 LI WKH OLFHQVHG ERG\ LV XQDEOH WR FRPSO\ ZLWK OLFHQVLQJ UXOHV PDGH
XQGHUu
D SDUDJUDSK UHTXLUHPHQWIRU+HDGRI/HJDO3UDFWLFH RU

'UDIW%LOO









/HJDO6HUYLFHV%LOO
6FKHGXOHu/LFHQVLQJUXOHV
3DUWu5HJXODWLRQ

E

SDUDJUDSK 
$GPLQLVWUDWLRQ 

UHTXLUHPHQW

IRU

+HDG

RI

)LQDQFH

DQG

 %HIRUHVXVSHQGLQJRUUHYRNLQJDOLFHQFHLQDFFRUGDQFHZLWKVXESDUDJUDSK
 RUUHYRNLQJDOLFHQFHLQDFFRUGDQFHZLWKVXESDUDJUDSK  WKHOLFHQVLQJ
DXWKRULW\PXVWJLYHWKHOLFHQVHGERG\QRWLFHRILWVLQWHQWLRQ



 7KHOLFHQVLQJDXWKRULW\PD\QRWVXVSHQGRUUHYRNHWKHOLFHQFHEHIRUHWKHHQG
RIWKHSHULRGRIGD\VEHJLQQLQJZLWKWKHGD\RQZKLFKWKHQRWLFHLVJLYHQ
WRWKHOLFHQVHGERG\ RUDQ\ORQJHUSHULRGVSHFLILHGLQWKHQRWLFH 


/LFHQVLQJUXOHVPD\PDNHSURYLVLRQDERXWRWKHUFLUFXPVWDQFHVLQZKLFKWKH
OLFHQVLQJDXWKRULW\PD\H[HUFLVHLWVSRZHUXQGHUVHFWLRQWRVXVSHQGRU
UHYRNHDOLFHQFH





 /LFHQVLQJUXOHVPXVWPDNHSURYLVLRQDERXWWKHFULWHULDDQGSURFHGXUHWKH
OLFHQVLQJDXWKRULW\ZLOODSSO\LQGHFLGLQJZKHWKHUWRVXVSHQGRUUHYRNHD
OLFHQFHRUWRHQGWKHVXVSHQVLRQRIDOLFHQFHXQGHUVHFWLRQLQDFFRUGDQFH
ZLWKu
D OLFHQVLQJUXOHVPDGHXQGHUSDUDJUDSKDQG
E DQ\OLFHQVLQJUXOHVPDGHXQGHUSDUDJUDSK



 7KH\PXVWPDNHSURYLVLRQIRUUHYLHZE\WKHOLFHQVLQJDXWKRULW\RIDGHFLVLRQ
E\WKHOLFHQVLQJDXWKRULW\WRVXVSHQGRUUHYRNHDOLFHQFH

6&+('8/(

6HFWLRQ



/,&(16,1*$87+25,7<p632:(562),17(59(17,21
,QWURGXFWRU\


7KLV6FKHGXOHDSSOLHVZKHUHXQGHUVHFWLRQDOLFHQVLQJDXWKRULW\VXVSHQGV
RUUHYRNHVDOLFHQFHJUDQWHGE\LWXQGHUWKLV3DUW

0RQH\SURKLELWLRQRQSD\PHQW




 7KHOLFHQVLQJDXWKRULW\PD\DSSO\WRWKH+LJK&RXUWIRUDQRUGHUXQGHUVXE
SDUDJUDSK  DQGWKH+LJK&RXUWPD\PDNHWKHRUGHULILWWKLQNVILW
 7KHRUGHULVWKDWDSHUVRQKROGLQJPRQH\RQEHKDOIRIWKHOLFHQVHGERG\PD\
QRWPDNHDQ\SD\PHQWRIWKHPRQH\H[FHSWZLWKWKHOHDYHRIWKHFRXUW
 $QRUGHUXQGHUVXESDUDJUDSK  PD\WDNHHIIHFWLQUHODWLRQWRDSHUVRQu
D ZKHWKHURUQRWWKHSHUVRQLVQDPHGLQWKHRUGHU
E KRZHYHUWKHPRQH\LVKHOG
F ZKHWKHUWKHPRQH\ZDVUHFHLYHGEHIRUHRUDIWHUWKHRUGHUZDVPDGH
 %XWDQRUGHUXQGHUVXESDUDJUDSK  GRHVQRWWDNHHIIHFWLQUHODWLRQWRD
SHUVRQXQWLOWKHOLFHQVLQJDXWKRULW\u
D KDVJLYHQWKHSHUVRQDFRS\RIWKHRUGHUDQG
E
LQWKHFDVHRIDEDQNRURWKHUILQDQFLDOLQVWLWXWLRQ KDVLQGLFDWHGWKH
EUDQFKHV DW ZKLFK LW EHOLHYHV PRQH\ WR ZKLFK WKH RUGHU UHODWHV LV
KHOG

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu/LFHQVLQJDXWKRULW\pVSRZHUVRILQWHUYHQWLRQ



 $ SHUVRQ LV QRW WR EH WUHDWHG DV KDYLQJ GLVREH\HG DQ RUGHU XQGHU VXE
SDUDJUDSK  E\PDNLQJDSD\PHQWRIPRQH\LIWKHFRXUWLVVDWLVILHGWKDWWKH
SHUVRQu
D H[HUFLVHGGXHGLOLJHQFHWRDVFHUWDLQZKHWKHULWZDVPRQH\WRZKLFK
WKHRUGHUUHODWHGDQG
E IDLOHGWRDVFHUWDLQWKDWWKHRUGHUUHODWHGWRLW



0RQH\YHVWLQJLQOLFHQVLQJDXWKRULW\


 7KHVXPVRIPRQH\WRZKLFKWKLVSDUDJUDSKDSSOLHVDQGWKHULJKWWRUHFRYHU
RU UHFHLYH WKHP YHVW LQ WKH OLFHQVLQJ DXWKRULW\ LI WKH OLFHQVLQJ DXWKRULW\
GHFLGHVWKDWWKH\VKRXOGGRVR



 6XESDUDJUDSK  DSSOLHVZKHWKHUWKHVXPVZHUHUHFHLYHGE\WKHSHUVRQ
KROGLQJWKHPEHIRUHRUDIWHUWKHOLFHQVLQJDXWKRULW\pVGHFLVLRQ
 7KRVHVXPVDQGWKDWULJKWDUHKHOGE\WKHOLFHQVLQJDXWKRULW\u
D RQWUXVWWRH[HUFLVHWKHSRZHUVFRQIHUUHGE\WKLV6FKHGXOHLQUHODWLRQ
WRWKHPDQG
E VXEMHFWWRWKDWRQWUXVWIRUWKHSHUVRQVEHQHILFLDOO\HQWLWOHG
 7KLV SDUDJUDSK DSSOLHV WR DOO VXPV RI PRQH\ KHOG E\ RU RQ EHKDOI RI WKH
OLFHQVHGERG\LQFRQQHFWLRQZLWKu
D LWVDFWLYLWLHVDVDOLFHQVHGERG\RU
E DQ\WUXVWRIZKLFKLWLVRUZDVDWUXVWHH





 7KHOLFHQVLQJDXWKRULW\PXVWJLYHWRWKHOLFHQVHGERG\DQGDQ\RWKHUSHUVRQ
LQSRVVHVVLRQRIVXPVRIPRQH\WRZKLFKWKLVSDUDJUDSKDSSOLHVu
D DFRS\RIWKHOLFHQVLQJDXWKRULW\pVGHFLVLRQDQG
E DQRWLFHSURKLELWLQJWKHSD\PHQWRXWRIWKRVHVXPV
 $SHUVRQWRZKRPDQRWLFHXQGHUVXESDUDJUDSK  LVJLYHQPD\DSSO\WR
WKH+LJK&RXUWIRUDQRUGHUGLUHFWLQJWKHOLFHQVLQJDXWKRULW\WRZLWKGUDZ
WKHQRWLFH



 $QDSSOLFDWLRQXQGHUVXESDUDJUDSK  PXVWEHPDGHZLWKLQGD\VRIWKH
OLFHQVLQJDXWKRULW\JLYLQJWKHSHUVRQQRWLFHXQGHUVXESDUDJUDSK  
 7KHSHUVRQPXVWJLYHQRWOHVVWKDQKRXUVpQRWLFHRIDQ\DSSOLFDWLRQXQGHU
VXESDUDJUDSK  u
D WRWKHOLFHQVLQJDXWKRULW\DQG
E LI WKH QRWLFH XQGHU VXESDUDJUDSK   JLYHV WKHQDPH RI D VROLFLWRU
LQVWUXFWHGE\WKHOLFHQVLQJDXWKRULW\WRWKDWVROLFLWRU



 ,IWKHFRXUWPDNHVWKHRUGHULWPD\PDNHDQ\RWKHURUGHULWWKLQNVILWZLWK
UHVSHFWWRWKHPDWWHU



 ,W LV DQ RIIHQFH IRU D SHUVRQ WR ZKRPD QRWLFH KDV EHHQ JLYHQ XQGHU VXE
SDUDJUDSK  WRSD\RXWVXPVRIPRQH\DWDWLPHZKHQVXFKSD\PHQWLV
SURKLELWHGE\WKHQRWLFH
 $SHUVRQZKRLVJXLOW\RIDQRIIHQFHXQGHUVXESDUDJUDSK  LVOLDEOHRQ
VXPPDU\FRQYLFWLRQWRDILQHQRWH[FHHGLQJOHYHORQWKHVWDQGDUGVFDOH


 ,IWKHOLFHQVLQJ DXWKRULW\WDNHVSRVVHVVLRQRIDQ\ VXP RIPRQH\ WR ZKLFK
SDUDJUDSKDSSOLHVLWPXVWSD\LWLQWRu

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu/LFHQVLQJDXWKRULW\pVSRZHUVRILQWHUYHQWLRQ

D
E

DVSHFLDODFFRXQWLQWKHQDPHRIWKHOLFHQVLQJDXWKRULW\RUDSHUVRQ
QRPLQDWHGRQLWVEHKDOIRU
DFOLHQWDFFRXQW ZLWKLQWKHPHDQLQJRIWKH6ROLFLWRUV$FW F 
RIDVROLFLWRUQRPLQDWHGRQLWVEHKDOI

 $SHUVRQRUVROLFLWRUQRPLQDWHGXQGHUVXESDUDJUDSK  KROGVWKDWVXPu
D RQ WUXVW WR SHUPLW WKH OLFHQVLQJ DXWKRULW\ WR H[HUFLVH WKH SRZHUV
FRQIHUUHGE\WKLV6FKHGXOHLQUHODWLRQWRLWDQG
E VXEMHFWWRWKDWRQWUXVWIRUWKHSHUVRQVEHQHILFLDOO\HQWLWOHG
 $ EDQN RU RWKHU ILQDQFLDO LQVWLWXWLRQ DW ZKLFK D VSHFLDO DFFRXQW LV NHSW LV
XQGHUQRREOLJDWLRQWRDVFHUWDLQZKHWKHULWLVEHLQJGHDOWZLWKSURSHUO\





0RQH\LQIRUPDWLRQ


 7KHOLFHQVLQJDXWKRULW\PD\DSSO\WRWKH+LJK&RXUWIRUDQRUGHUUHTXLULQJ
DSHUVRQWRJLYHWKHOLFHQVLQJDXWKRULW\LQIRUPDWLRQDERXWu
D DQ\PRQH\KHOGE\WKHSHUVRQRQEHKDOIRIWKHOLFHQVHGERG\DQG
E WKHDFFRXQWVLQZKLFKLWLVKHOG



 7KH+LJK&RXUWPD\PDNHWKHRUGHULILWLVVDWLVILHGWKDWWKHUHLVUHDVRQWR
VXVSHFWWKDWWKHSHUVRQKROGVPRQH\RQEHKDOIRIWKHOLFHQVHGERG\
 7KLVSDUDJUDSKLVZLWKRXWSUHMXGLFHWRSDUDJUDSKVWR
1RWLFHWRSURGXFHRUGHOLYHUGRFXPHQWV


 7KHOLFHQVLQJDXWKRULW\PD\JLYHQRWLFHWRWKHOLFHQVHGERG\UHTXLULQJLWWR
SURGXFHRUGHOLYHUDOOGRFXPHQWVLQLWVSRVVHVVLRQLQFRQQHFWLRQZLWKu
D LWVDFWLYLWLHVDVDOLFHQVHGERG\RU
E DQ\WUXVWRIZKLFKLWLVWKHVROHWUXVWHHRUFRWUXVWHHRQO\ZLWKRQHRU
PRUHRILWVHPSOR\HHV



 7KHQRWLFHPD\UHTXLUHWKHGRFXPHQWVWREHSURGXFHGu
D WRDQ\SHUVRQDSSRLQWHGE\WKHOLFHQVLQJDXWKRULW\
E DWDWLPHDQGSODFHWREHIL[HGE\WKHOLFHQVLQJDXWKRULW\



 7KHSHUVRQDSSRLQWHGE\WKHOLFHQVLQJDXWKRULW\PD\WDNHSRVVHVVLRQRIDQ\
VXFKGRFXPHQWVRQEHKDOIRIWKHOLFHQVLQJDXWKRULW\
 ,WLVDQRIIHQFHIRUDSHUVRQKDYLQJSRVVHVVLRQRIVXFKGRFXPHQWVWRUHIXVH
QHJOHFWRURWKHUZLVHIDLOWRFRPSO\ZLWKDQRWLFHXQGHUVXESDUDJUDSK  



 6XESDUDJUDSK  GRHVQRWDSSO\ZKHUHDQDSSOLFDWLRQKDVEHHQPDGHWRWKH
+LJK&RXUWXQGHUSDUDJUDSK
 $SHUVRQZKRLVJXLOW\RIDQRIIHQFHXQGHUVXESDUDJUDSK  LVOLDEOHRQ
VXPPDU\FRQYLFWLRQWRDILQHQRWH[FHHGLQJOHYHORQWKHVWDQGDUGVFDOH



2UGHUWRSURGXFHRUGHOLYHUGRFXPHQWV


 7KH+LJK&RXUWPD\RQWKHDSSOLFDWLRQRIWKHOLFHQVLQJDXWKRULW\PDNHDQ
RUGHUIRUSURGXFWLRQRUGHOLYHU\u
D LQ UHODWLRQ WR D SHUVRQ UHTXLUHG WR SURGXFH GRFXPHQWV XQGHU
SDUDJUDSKDQGWKHGRFXPHQWVWKHSHUVRQZDVUHTXLUHGWRSURGXFH

'UDIW%LOO



/HJDO6HUYLFHV%LOO
6FKHGXOHu/LFHQVLQJDXWKRULW\pVSRZHUVRILQWHUYHQWLRQ

E



LI LW LV VDWLVILHG WKDW WKHUH LV UHDVRQ WR VXVSHFW WKDW GRFXPHQWV LQ
UHODWLRQ WR ZKLFK WKH SRZHUV LQ SDUDJUDSK  DUH H[HUFLVDEOH KDYH
FRPH LQWR WKH SRVVHVVLRQ RI VRPH SHUVRQ RWKHU WKDQ WKH OLFHQVHG
ERG\LQUHODWLRQWRWKDWSHUVRQDQGWKRVHGRFXPHQWV

 $QRUGHUIRUSURGXFWLRQRUGHOLYHU\LVDQRUGHUu
D UHTXLULQJDSHUVRQWRSURGXFHRUGHOLYHUGRFXPHQWVWRDQ\SHUVRQ
DSSRLQWHGE\WKHOLFHQVLQJDXWKRULW\DWDWLPHDQGSODFHVSHFLILHGLQ
WKHRUGHUDQG
E DXWKRULVLQJ WKH DSSRLQWHG SHUVRQ WR WDNH SRVVHVVLRQ RI WKH
GRFXPHQWVRQEHKDOIRIWKHOLFHQVLQJDXWKRULW\





 7KH FRXUW PD\ RQ WKH DSSOLFDWLRQ RI WKH OLFHQVLQJ DXWKRULW\ DXWKRULVH D
SHUVRQ DSSRLQWHG E\ WKH OLFHQVLQJ DXWKRULW\ WR HQWHU DQ\ SUHPLVHV XVLQJ
VXFKIRUFHDVLVUHDVRQDEO\QHFHVVDU\ WRVHDUFKIRUDQGWDNHSRVVHVVLRQRI
DQ\GRFXPHQWVWRZKLFKDQRUGHUIRUSURGXFWLRQRUGHOLYHU\UHODWHV
 ,WPD\GRVRRQPDNLQJWKHRUGHUIRUSURGXFWLRQRUGHOLYHU\RUDWDQ\ODWHU
WLPH



7DNLQJSRVVHVVLRQRIGRFXPHQWVXQGHUQRWLFHRURUGHU


 7KLV SDUDJUDSK DSSOLHV ZKHUH WKH OLFHQVLQJ DXWKRULW\ WDNHV SRVVHVVLRQ RI
GRFXPHQWVXQGHUSDUDJUDSKRU
 2QWDNLQJSRVVHVVLRQLWPXVWJLYHDQRWLFHWRu
D WKHOLFHQVHGERG\DQG
E DQ\RWKHUSHUVRQIURPZKRPWKHGRFXPHQWVZHUHUHFHLYHGRUIURP
ZKRVHSRVVHVVLRQWKH\ZHUHWDNHQ
 7KHQRWLFHPXVWVWDWHWKDWSRVVHVVLRQKDVEHHQWDNHQDQGVSHFLI\WKHGDWHRQ
ZKLFKSRVVHVVLRQZDVWDNHQ





 $SHUVRQWRZKRPDQRWLFHXQGHUVXESDUDJUDSK  LVJLYHQPD\DSSO\WR
WKH+LJK&RXUWIRUDQRUGHUGLUHFWLQJWKHOLFHQVLQJDXWKRULW\WRGHOLYHUWKH
GRFXPHQWVWRVXFKSHUVRQDVWKHDSSOLFDQWUHTXLUHV
 $QDSSOLFDWLRQXQGHUVXESDUDJUDSK  PXVWEHPDGHZLWKLQGD\VRIWKH
OLFHQVLQJDXWKRULW\JLYLQJWKHSHUVRQQRWLFHXQGHUVXESDUDJUDSK  



 7KHSHUVRQPXVWJLYHQRWOHVVWKDQKRXUVpQRWLFHRIWKHDSSOLFDWLRQu
D WRWKHOLFHQVLQJDXWKRULW\DQG
E LI WKH QRWLFH XQGHU VXESDUDJUDSK   JLYHV WKHQDPH RI D VROLFLWRU
LQVWUXFWHGE\WKHOLFHQVLQJDXWKRULW\WRWKDWVROLFLWRU
 7KHFRXUWPD\PDNHDQ\RUGHULWWKLQNVILW



7DNLQJSRVVHVVLRQRIGRFXPHQWVE\UHGLUHFWLQJPDLO


 7KH+LJK&RXUWRQWKHDSSOLFDWLRQRIWKHOLFHQVLQJDXWKRULW\PD\IURPWLPH
WR WLPH PDNH D SRVWDO UHGLUHFWLRQ RUGHU IRU D SHULRG QRW H[FHHGLQJ 
PRQWKV
 $SRVWDOUHGLUHFWLRQRUGHULVDQRUGHUWKDWSRVWDOSDFNHWVDGGUHVVHGWRWKH
OLFHQVHG ERG\ DW DQ\ SODFH RU SODFHV VSHFLILHG LQ WKH RUGHU DUH WR EH
UHGLUHFWHGWRu
D WKHOLFHQVLQJDXWKRULW\RU

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu/LFHQVLQJDXWKRULW\pVSRZHUVRILQWHUYHQWLRQ

E DQ\SHUVRQDSSRLQWHGE\WKHOLFHQVLQJDXWKRULW\
DWDQ\DGGUHVVVSHFLILHGLQWKHRUGHU
 7KHOLFHQVLQJDXWKRULW\RUSHUVRQDSSRLQWHGE\LWPD\WDNHSRVVHVVLRQRIDQ\
VXFKSRVWDOSDFNHWVUHFHLYHGDWWKHVSHFLILHGDGGUHVV
 7KHOLFHQVLQJDXWKRULW\PXVWSD\WRWKHSRVWDORSHUDWRUDQ\FKDUJHVZKLFK
ZRXOG KDYH EHHQ SD\DEOH IRU UHGLUHFWLRQ RI WKH SRVWDO SDFNHWV LI WKH
DGGUHVVHHu
D KDGSHUPDQHQWO\FHDVHGWRRFFXS\WKHSUHPLVHVWRZKLFKWKH\ZHUH
DGGUHVVHGDQG
E KDG DSSOLHG WR WKH SRVWDO RSHUDWRU WR UHGLUHFW WKHP WR LW DW WKH
VSHFLILHGDGGUHVV





 ,QWKLVSDUDJUDSKqSRVWDORSHUDWRUrDQGqSRVWDOSDFNHWrKDYHWKHPHDQLQJ
JLYHQE\VHFWLRQ  RIWKH3RVWDO6HUYLFHV$FW F  
8VHRIGRFXPHQWVLQOLFHQVLQJDXWKRULW\pVSRVVHVVLRQ


 7KHOLFHQVLQJDXWKRULW\PD\DSSO\WRWKH+LJK&RXUWIRUDQRUGHUDVWRWKH
GLVSRVDO RU GHVWUXFWLRQ RI DQ\ GRFXPHQW LQ LWV SRVVHVVLRQ E\ YLUWXH RI
SDUDJUDSKRU



 7KHFRXUWPD\PDNHDQ\RUGHULWWKLQNVILW


 7KHOLFHQVLQJDXWKRULW\PD\WDNHFRSLHVRIRUH[WUDFWVIURPDQ\GRFXPHQWV
LQLWVSRVVHVVLRQE\YLUWXHRISDUDJUDSKRU



 ,IWKHOLFHQVLQJDXWKRULW\SURSRVHVWRGHOLYHUVXFKGRFXPHQWVWRDQ\SHUVRQ
LW PD\ PDNH WKH GHOLYHU\ FRQGLWLRQDO RQ WKH SHUVRQ JLYLQJ D UHDVRQDEOH
XQGHUWDNLQJWRVXSSO\FRSLHVRUH[WUDFWVWRWKHOLFHQVLQJDXWKRULW\
 6XESDUDJUDSKV  DQG  DUHVXEMHFWWRDQ\RUGHUPDGHE\WKHFRXUWXQGHU
SDUDJUDSKRU



7UXVWV


 ,IWKHOLFHQVHGERG\LVWKHVROHWUXVWHHRIDQ\WUXVWRUFRWUXVWHHRQO\ZLWK
RQHRUPRUHRILWVHPSOR\HHVWKHOLFHQVLQJDXWKRULW\PD\DSSO\WRWKH+LJK
&RXUWIRUDQRUGHUIRUWKHDSSRLQWPHQWRIDQHZWUXVWHHLQVXEVWLWXWLRQIRULW
 7KH7UXVWHH$FW F  KDVHIIHFWLQUHODWLRQWRDQDSSRLQWPHQWRIDQHZ
WUXVWHHXQGHUWKLVSDUDJUDSKDVLWKDVHIIHFWLQUHODWLRQWRDQDSSRLQWPHQW
XQGHUVHFWLRQRIWKDW$FW



*HQHUDOSRZHUVRIOLFHQVLQJDXWKRULW\


7KH SRZHUVFRQIHUUHG E\ WKLV 6FKHGXOHLQ UHODWLRQ WR VXPV RIPRQH\ DQG
GRFXPHQWV PD\ EH H[HUFLVHG GHVSLWH DQ\ OLHQ RQ WKHP RU ULJKW WR WKHLU
SRVVHVVLRQ



7KHOLFHQVLQJDXWKRULW\PD\GRDOOWKLQJVZKLFKDUHUHDVRQDEO\QHFHVVDU\WR
IDFLOLWDWHWKHH[HUFLVHRILWVSRZHUVXQGHUWKLV6FKHGXOH

'UDIW%LOO



/HJDO6HUYLFHV%LOO
6FKHGXOHu/LFHQVLQJDXWKRULW\pVSRZHUVRILQWHUYHQWLRQ



/LFHQVLQJDXWKRULW\pVFRVWV


 $Q\ FRVWV LQFXUUHG E\ WKH OLFHQVLQJ DXWKRULW\ IRU WKH SXUSRVHV RI WKLV
6FKHGXOH LQFOXGLQJ WKH FRVWV RI DQ\ SHUVRQ H[HUFLVLQJ SRZHUV XQGHU WKLV
6FKHGXOHRQEHKDOIRIWKHOLFHQVLQJDXWKRULW\ u
D DUHWREHSDLGE\WKHOLFHQVHGERG\DQG
E PD\ EH UHFRYHUHG IURP WKH OLFHQVHG ERG\ DV D GHEW RZLQJ WR WKH
OLFHQVLQJDXWKRULW\



 6XESDUDJUDSK  LVVXEMHFWWRDQ\RUGHUIRUSD\PHQWRIFRVWVWKDWPD\EH
PDGHRQDQDSSOLFDWLRQWRWKHFRXUWXQGHUWKLV6FKHGXOH

6HFWLRQ



 7KH2/&LVWRFRQVLVWRIWKHIROORZLQJPHPEHUVu
D D FKDLUPDQ DSSRLQWHG E\ WKH %RDUG ZLWK WKH DSSURYDO RI WKH
6HFUHWDU\RI6WDWHDQG
E DWOHDVWEXWQRWPRUHWKDQRWKHUSHUVRQVDSSRLQWHGE\WKH%RDUG
DIWHUFRQVXOWDWLRQZLWKWKHFKDLUPDQ



6&+('8/(
7+(2)),&()25/(*$/&203/$,176
0HPEHUVKLS


 7KH 6HFUHWDU\ RI 6WDWH PD\ E\ RUGHU DPHQG VXESDUDJUDSK   E\
VXEVWLWXWLQJIRUWKHOLPLWRQWKHPD[LPXPQXPEHURISHUVRQVIRUWKHWLPH
EHLQJVSHFLILHGLQSDUDJUDSK E RIWKDWVXESDUDJUDSKDGLIIHUHQWOLPLW




 ,QDSSRLQWLQJPHPEHUVRIWKH2/&WKH%RDUGPXVWHQVXUHWKDWDPDMRULW\RI
WKHPHPEHUVRIWKH2/&DUHOD\SHUVRQV
 7KHFKDLUPDQPXVWEHDOD\SHUVRQ
 ,QWKLV6FKHGXOHDUHIHUHQFHWRDqOD\SHUVRQrLVDUHIHUHQFHWRDSHUVRQZKR
KDV QHYHU EHHQ DQ DXWKRULVHG SHUVRQ LQ UHODWLRQ WR DQ DFWLYLW\ ZKLFK LV D
UHVHUYHGOHJDODFWLYLW\
 )RUWKHSXUSRVHVRIVXESDUDJUDSK  DSHUVRQLVGHHPHGWRKDYHEHHQDQ
DXWKRULVHGSHUVRQLQUHODWLRQWRDQDFWLYLW\ZKLFKLVDUHVHUYHGOHJDODFWLYLW\
LIWKDWSHUVRQKDVEHIRUHWKHDSSRLQWHGGD\EHHQu
D DEDUULVWHU
E DVROLFLWRU
F DSXEOLFQRWDU\
G DOLFHQVHGFRQYH\DQFHURU
H JUDQWHGDULJKWRIDXGLHQFHRUULJKWWRFRQGXFWOLWLJDWLRQLQUHODWLRQ
WRDQ\SURFHHGLQJVE\YLUWXHRIVHFWLRQ  D RUVHFWLRQ  D RI
WKH&RXUWVDQG/HJDO6HUYLFHV$FW F   ULJKWVRIDXGLHQFHDQG
ULJKWVWRFRQGXFWOLWLJDWLRQ 
 )RUWKHSXUSRVHRIVXESDUDJUDSK  u
qDSSRLQWHGGD\rPHDQVWKHGD\DSSRLQWHGE\WKH6HFUHWDU\RI6WDWHE\
RUGHUXQGHUVHFWLRQIRUWKHFRPLQJLQWRIRUFHRIVHFWLRQ
qOLFHQVHGFRQYH\DQFHUrKDVWKHPHDQLQJJLYHQE\VHFWLRQ  RIWKH
$GPLQLVWUDWLRQRI-XVWLFH$FW F  

'UDIW%LOO












/HJDO6HUYLFHV%LOO
6FKHGXOHu7KH2IILFHIRU/HJDO&RPSODLQWV

 $QRPEXGVPDQPD\EHDPHPEHU EXWQRWFKDLUPDQ RIWKH2/&
 ,QDSSRLQWLQJPHPEHUVRIWKH2/&WKH%RDUGPXVWHQVXUHWKDWDPDMRULW\RI
WKHPHPEHUVRIWKH2/&DUHQRWRPEXGVPHQ



,Q DSSRLQWLQJ PHPEHUV RI WKH 2/& WKH %RDUG PXVW KDYH UHJDUG WR WKH
GHVLUDELOLW\RIVHFXULQJWKDWWKH2/&LQFOXGHVPHPEHUVZKR EHWZHHQWKHP
KDYHH[SHULHQFHLQRUNQRZOHGJHRIu
D WKHKDQGOLQJRIFRPSODLQWV
E WKHSURYLVLRQRIOHJDOVHUYLFHV
F OHJDOHGXFDWLRQDQGOHJDOWUDLQLQJ
G FRQVXPHUDIIDLUV
H FLYLORUFULPLQDOSURFHHGLQJVDQGWKHZRUNLQJRIWKHFRXUWV
I WKH PDLQWHQDQFH RI WKH SURIHVVLRQDO VWDQGDUGV RI SHUVRQV ZKR
SURYLGHOHJDOVHUYLFHV
J QRWIRUSURILWOHJDOVHUYLFHVDQG
K WKHGLIIHULQJQHHGVRIFRQVXPHUV







7HUPVRIDSSRLQWPHQWDQGWHQXUHRIPHPEHUV




$PHPEHURIWKH2/&LVWRKROGDQGYDFDWHRIILFHLQDFFRUGDQFHZLWKWKH
WHUPV DQG FRQGLWLRQV RI WKH PHPEHUpV DSSRLQWPHQW VXEMHFW WR WKLV
6FKHGXOH 
 $PHPEHURIWKH2/&PXVWEHDSSRLQWHGIRUDIL[HGSHULRG



 7KHSHULRGIRUZKLFKDPHPEHULVDSSRLQWHGPXVWQRWH[FHHG\HDUV
 $SHUVRQZKRKDVKHOGRIILFHDVDPHPEHUPD\EHUHDSSRLQWHGRQFHRQO\
IRUDIXUWKHUSHULRG ZKHWKHUFRQVHFXWLYHRUQRW QRWH[FHHGLQJ\HDUV




,IDPHPEHURIWKH2/&ZKRLVDOD\SHUVRQEHFRPHVDQDXWKRULVHGSHUVRQ
LQUHODWLRQWRDQDFWLYLW\ZKLFKLVDUHVHUYHGOHJDODFWLYLW\WKDWSHUVRQFHDVHV
WREHDPHPEHURIWKH2/&



 $PHPEHUPD\DWDQ\WLPHu
D UHVLJQIURPRIILFHE\JLYLQJQRWLFHWRWKH%RDUG
E EHUHPRYHGIURPRIILFHE\WKH%RDUG
 7KH%RDUGPD\QRWXQGHUVXESDUDJUDSK  E UHPRYHDPHPEHU LQFOXGLQJ
WKHFKDLUPDQ IURPRIILFHXQOHVVWKH%RDUGLVVDWLVILHGWKDWWKHPHPEHUu
D KDVIDLOHGZLWKRXWUHDVRQDEOHH[FXVHWRGLVFKDUJHWKHIXQFWLRQVRIWKH
RIILFHIRUDFRQWLQXRXVSHULRGRIDWOHDVWPRQWKV
E KDVEHHQFRQYLFWHGRIDQRIIHQFH
F LVDQXQGLVFKDUJHGEDQNUXSWRU
G LV RWKHUZLVH XQILW WR KROG WKH RIILFH RU XQDEOH WR GLVFKDUJH LWV
IXQFWLRQV





 7KHFKDLUPDQPD\EHUHPRYHGIURPRIILFHXQGHUVXESDUDJUDSK  E RQO\
ZLWKWKHFRQVHQWRIWKH6HFUHWDU\RI6WDWH
 7KH %RDUG PXVW FRQVXOW WKH FKDLUPDQ EHIRUH UHPRYLQJ D PHPEHU RWKHU
WKDQWKHFKDLUPDQ XQGHUVXESDUDJUDSK  E 

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu7KH2IILFHIRU/HJDO&RPSODLQWV

 7KH%RDUGPD\QRWUHPRYHDQRUGLQDU\PHPEHURQWKHJURXQGPHQWLRQHG
LQSDUDJUDSK D RIVXESDUDJUDSK  PRUHWKDQPRQWKVDIWHUWKHHQGRI
WKHSHULRGPHQWLRQHGLQWKDWSDUDJUDSK


7KH FKDLUPDQ FHDVHV WR EH FKDLUPDQ XSRQ FHDVLQJ WR EH D PHPEHU RI WKH
2/&



5HPXQHUDWLRQHWFRIPHPEHUV


7KHFKDLUPDQDQGRWKHUPHPEHUVRIWKH2/&DUHWREHSDLGE\WKH%RDUGLQ
DFFRUGDQFHZLWKSURYLVLRQPDGHE\RUXQGHUWKHLUWHUPVRIDSSRLQWPHQW

6WDII


7KH2/&PD\DSSRLQWVXFKVWDIIDVLWFRQVLGHUVDSSURSULDWHWRDVVLVWLQWKH
SHUIRUPDQFHRILWVIXQFWLRQV



6WDIIDSSRLQWHGXQGHUSDUDJUDSKDUHWREHu
D DSSRLQWHGRQWHUPVDQGFRQGLWLRQVGHWHUPLQHGE\WKH2/&DQG
E SDLGE\WKH2/&LQDFFRUGDQFHZLWKSURYLVLRQPDGHE\RUXQGHUWKH
WHUPVRIDSSRLQWPHQW



$PHPEHURIVWDIIDSSRLQWHGXQGHUSDUDJUDSKPD\EHDPHPEHU EXWQRW
FKDLUPDQ RIWKH2/&



7KHWHUPVDQGFRQGLWLRQVRQZKLFKDQRPEXGVPDQRUDQ\PHPEHURIVWDII
DSSRLQWHG XQGHU SDUDJUDSK  LV DSSRLQWHG PD\ SURYLGH IRU WKH 2/& WR
SD\RUPDNHSD\PHQWVWRZDUGVWKHSURYLVLRQRIDSHQVLRQDOORZDQFHRU
JUDWXLW\WRRULQUHVSHFWRIWKDWSHUVRQ







$UUDQJHPHQWVIRUDVVLVWDQFH


 7KH 2/& PD\ PDNH DUUDQJHPHQWV ZLWK VXFK SHUVRQV DV LW FRQVLGHUV
DSSURSULDWHIRUDVVLVWDQFHWREHSURYLGHGWRLWRUWRDQRPEXGVPDQ
 $UUDQJHPHQWVPD\LQFOXGHWKHSD\LQJRIIHHVWRVXFKSHUVRQV



&RPPLWWHHV


 7KH2/&PD\HVWDEOLVKFRPPLWWHHV
 $Q\FRPPLWWHHVRHVWDEOLVKHGPD\HVWDEOLVKVXEFRPPLWWHHV
 2QO\ PHPEHUV RI WKH 2/& PD\ EH PHPEHUV RI D FRPPLWWHH RU VXE
FRPPLWWHH



 $ PDMRULW\ RI WKH PHPEHUV RI D FRPPLWWHH RU VXEFRPPLWWHH PXVW EH OD\
SHUVRQV
3URFHHGLQJV


 7KH 2/& PD\ UHJXODWH LWV RZQ SURFHGXUH DQG WKH SURFHGXUH RI LWV
FRPPLWWHHVDQGVXEFRPPLWWHHVLQFOXGLQJTXRUXP
 %XWWKHTXRUXPRIDFRPPLWWHHRUVXEFRPPLWWHHPXVWQRWEHOHVVWKDQ
 7KH2/&PXVWSXEOLVKDQ\UXOHVRISURFHGXUHPDGHXQGHUWKLVSDUDJUDSK

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu7KH2IILFHIRU/HJDO&RPSODLQWV

 7KLVSDUDJUDSKLVZLWKRXWSUHMXGLFHWRDQ\RWKHUSRZHUWKH2/&KDVXQGHU
WKLV$FWWRPDNHUXOHV


7KHYDOLGLW\RIDQ\DFWRIWKH2/&LVQRWDIIHFWHGu
D E\DYDFDQF\LQWKHRIILFHRIFKDLUPDQRUDPRQJVWWKHRWKHUPHPEHUV
RU
E E\DGHIHFWLQWKHDSSRLQWPHQWRUDQ\GLVTXDOLILFDWLRQRIDSHUVRQDV
FKDLUPDQRUDQRWKHUPHPEHURIWKH2/&



'HOHJDWLRQRIIXQFWLRQV


 7KH2/&PD\DXWKRULVHu
D WKHFKDLUPDQRUDQ\RWKHUPHPEHURIWKH2/&
E DFRPPLWWHHRUVXEFRPPLWWHHRIWKH2/&
F DQRPEXGVPDQRU
G DPHPEHURIWKH2/&pVVWDIIDSSRLQWHGXQGHUSDUDJUDSK
WR H[HUFLVH RQ EHKDOI RI WKH 2/& VXFK RI LWV IXQFWLRQV LQ VXFK
FLUFXPVWDQFHVDVLWPD\GHWHUPLQH
 6XESDUDJUDSK  GRHVQRWDSSO\WRu
D WKH2/&pVIXQFWLRQVXQGHUVHFWLRQ   DQQXDOUHSRUW 
E WKH 2/&pV IXQFWLRQV XQGHU VHFWLRQ  DSSRLQWPHQW RI &KLHI
RPEXGVPDQDQGDVVLVWDQWRPEXGVPHQ 
F WKH2/&pVIXQFWLRQVXQGHUSDUDJUDSKRURIWKLV6FKHGXOHRU
G DQ\SRZHURUGXW\WKH2/&KDVWRPDNHUXOHVXQGHUWKLV3DUWRIWKLV
$FW
 $FRPPLWWHHPD\GHOHJDWHIXQFWLRQV LQFOXGLQJIXQFWLRQVGHOHJDWHGWRWKH
FRPPLWWHH WRu
D DVXEFRPPLWWHH
E WKHFKDLUPDQRUDQ\RWKHUPHPEHURIWKH2/&
F DQRPEXGVPDQRU
G DPHPEHURIWKH2/&pVVWDIIDSSRLQWHGXQGHUSDUDJUDSK









%XGJHW


 7KH 2/& PXVW EHIRUH WKH VWDUW RI HDFK ILQDQFLDO \HDU DGRSW DQ DQQXDO
EXGJHWZKLFKKDVEHHQDSSURYHGE\WKH%RDUG



 7KH2/&PD\ZLWKWKHDSSURYDORIWKH%RDUGYDU\WKHEXGJHWIRUDILQDQFLDO
\HDUDWDQ\WLPHDIWHULWVDGRSWLRQ
 7KHDQQXDOEXGJHWPXVWLQFOXGHDQLQGLFDWLRQRIu
D WKH GLVWULEXWLRQ RI UHVRXUFHV GHSOR\HG LQ WKH RSHUDWLRQ RI WKH
RPEXGVPDQVFKHPHDQG
E WKHDPRXQWVRILQFRPHRIWKH2/&DULVLQJRUH[SHFWHGWRDULVHIURP
WKHRSHUDWLRQRIWKHVFKHPH



%RUURZLQJ


 7KH2/&LVQRWWRERUURZPRQH\H[FHSWu
D ZLWKWKHFRQVHQWRIWKH%RDUGRU
E LQDFFRUGDQFHZLWKDJHQHUDODXWKRULVDWLRQJLYHQE\WKH%RDUG

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu7KH2IILFHIRU/HJDO&RPSODLQWV

 7KH%RDUGPD\QRWFRQVHQWRUJLYHDJHQHUDODXWKRULVDWLRQIRUWKHSXUSRVHV
RIVXESDUDJUDSK  H[FHSWZLWKWKHFRQVHQWRIWKH6HFUHWDU\RI6WDWH
$FFRXQWV


 7KH2/&PXVWu
D NHHSSURSHUDFFRXQWVDQGSURSHUUHFRUGVLQUHODWLRQWRWKHDFFRXQWV
DQG
E SUHSDUHLQUHVSHFWRIHDFKILQDQFLDO\HDUDVWDWHPHQWRIDFFRXQWV
 (DFKVWDWHPHQWRIDFFRXQWVPXVWFRPSO\ZLWKDQ\GLUHFWLRQVJLYHQE\WKH
6HFUHWDU\RI6WDWHZLWKWKHDSSURYDORIWKH7UHDVXU\DVWRu
D WKHLQIRUPDWLRQWREHFRQWDLQHGLQLWDQGWKHPDQQHULQZKLFKLWLVWR
EHSUHVHQWHG
E WKHPHWKRGVDQGSULQFLSOHVDFFRUGLQJWRZKLFKWKHVWDWHPHQWLVWREH
SUHSDUHG
F WKHDGGLWLRQDOLQIRUPDWLRQ LIDQ\ ZKLFKLVWREHSURYLGHGIRUWKH
LQIRUPDWLRQRI3DUOLDPHQW







 7KH2/&PXVWJLYHDFRS\RIHDFKVWDWHPHQWRIDFFRXQWVWRWKH%RDUGEHIRUH
WKHHQGRIWKHPRQWKRI$XJXVWQH[WIROORZLQJWKHILQDQFLDO\HDUWRZKLFK
WKHVWDWHPHQWUHODWHV
 7KH %RDUG PXVW JLYH D FRS\ RI HDFK VWDWHPHQW UHFHLYHG XQGHU VXE
SDUDJUDSK  u
D WRWKH6HFUHWDU\RI6WDWHDQG
E WRWKH&RPSWUROOHUDQG$XGLWRU*HQHUDO
 7KH&RPSWUROOHUDQG$XGLWRU*HQHUDOPXVWu
D H[DPLQHFHUWLI\DQGUHSRUWRQHDFKVWDWHPHQWRIDFFRXQWVZKLFKLV
UHFHLYHGXQGHUVXESDUDJUDSK  DQG
E OD\ D FRS\ RI HDFK VWDWHPHQW DQG RI WKH &RPSWUROOHU DQG $XGLWRU
*HQHUDOpVUHSRUWEHIRUH3DUOLDPHQW
 q)LQDQFLDO\HDUrPHDQVu
D WKHSHULRGEHJLQQLQJZLWKWKHGD\RQZKLFKWKH2/&LVHVWDEOLVKHG
DQGHQGLQJZLWKWKHIROORZLQJ0DUFKDQG
E HDFKVXFFHVVLYHSHULRGRIPRQWKV







6WDWXV


 7KH2/&LVQRWWREHUHJDUGHGu
D DVWKHVHUYDQWRUDJHQWRIWKH&URZQRU
E DVHQMR\LQJDQ\VWDWXVLPPXQLW\RUSULYLOHJHRIWKH&URZQ



 $FFRUGLQJO\WKH2/&pVSURSHUW\LVQRWWREHUHJDUGHGDVSURSHUW\RIRUKHOG
RQEHKDOIRIWKH&URZQ
$SSOLFDWLRQRIVHDODQGSURRIRILQVWUXPHQWV


7KHDSSOLFDWLRQRIWKHVHDORIWKH2/&LVWREHDXWKHQWLFDWHGE\WKHVLJQDWXUH
RIDQ\PHPEHURIWKH2/&RURILWVVWDIIZKRKDVEHHQDXWKRULVHG ZKHWKHU
JHQHUDOO\RUVSHFLILFDOO\ E\WKH2/&IRUWKHSXUSRVH

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu7KH2IILFHIRU/HJDO&RPSODLQWV



$Q\ FRQWUDFW RU LQVWUXPHQW ZKLFK LI HQWHUHG LQWR RU H[HFXWHG E\ DQ
LQGLYLGXDOZRXOGQRWQHHGWREHXQGHUVHDOPD\EHHQWHUHGLQWRRUH[HFXWHG
RQ EHKDOI RI WKH 2/& E\ DQ\ SHUVRQ ZKR KDV EHHQ DXWKRULVHG ZKHWKHU
JHQHUDOO\RUVSHFLILFDOO\ E\WKH2/&IRUWKHSXUSRVH



$GRFXPHQWSXUSRUWLQJWREHGXO\H[HFXWHGXQGHUWKHVHDORIWKH2/&RU
VLJQHGRQLWVEHKDOIu
D LVWREHUHFHLYHGLQHYLGHQFHDQG
E LV WR EH WDNHQ WR EH H[HFXWHG RU VLJQHG LQ WKDW ZD\ XQOHVV WKH
FRQWUDU\LVSURYHG

'LVTXDOLILFDWLRQ






 ,Q3DUWRI6FKHGXOHWRWKH+RXVHRI&RPPRQV'LVTXDOLILFDWLRQ$FW
F   ERGLHV RI ZKLFK DOO PHPEHUV DUH GLVTXDOLILHG  DW WKH DSSURSULDWH
SODFHLQVHUWu
q7KH2IILFHIRU/HJDO&RPSODLQWVr
 ,Q 3DUW  RI WKDW 6FKHGXOH RWKHU GLVTXDOLI\LQJ RIILFHV  DW WKH DSSURSULDWH
SODFHLQVHUWu
q7KH&KLHI2PEXGVPDQRUDQDVVLVWDQWRPEXGVPDQDSSRLQWHG
XQGHU VHFWLRQ  RI WKH /HJDO 6HUYLFHV $FW  &KLHI
2PEXGVPDQ DQG DVVLVWDQW RPEXGVPHQ DSSRLQWHG IRU WKH
SXUSRVHVRIWKHRPEXGVPDQVFKHPH r





 ,Q3DUWRI6FKHGXOHWRWKH1RUWKHUQ,UHODQG$VVHPEO\'LVTXDOLILFDWLRQ
$FW  F   ERGLHV RI ZKLFK DOO PHPEHUV DUH GLVTXDOLILHG  DW WKH
DSSURSULDWHSODFHLQVHUWu
q7KH2IILFHIRU/HJDO&RPSODLQWVr
 ,Q 3DUW  RI WKDW 6FKHGXOH RWKHU GLVTXDOLI\LQJ RIILFHV  DW WKH DSSURSULDWH
SODFHLQVHUWu
q7KH&KLHI2PEXGVPDQRUDQDVVLVWDQWRPEXGVPDQDSSRLQWHG
XQGHU VHFWLRQ  RI WKH /HJDO 6HUYLFHV $FW  &KLHI
2PEXGVPDQ DQG DVVLVWDQW RPEXGVPHQ DSSRLQWHG IRU WKH
SXUSRVHVRIWKHRPEXGVPDQVFKHPH r





)UHHGRPRILQIRUPDWLRQ


,Q3DUWRI6FKHGXOHWRWKH)UHHGRPRI,QIRUPDWLRQ$FW F   RWKHU
SXEOLF ERGLHV DQG RIILFHV ZKLFK DUH SXEOLF DXWKRULWLHV  DW WKH DSSURSULDWH
SODFHLQVHUWu
q7KH2IILFHIRU/HJDO&RPSODLQWVr



3XEOLFUHFRUGV


,Q 6FKHGXOH  WR WKH 3XEOLF 5HFRUGV $FW  F   GHILQLWLRQ RI SXEOLF
UHFRUGV  DW WKH DSSURSULDWH SODFH LQ 3DUW  RI WKH 7DEOH DW WKH HQG RI
SDUDJUDSKLQVHUWu
q7KH2IILFHIRU/HJDO&RPSODLQWVr

([HPSWLRQIURPOLDELOLW\LQGDPDJHV


 7KLVSDUDJUDSKDSSOLHVWRu
D WKH2/&

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu7KH2IILFHIRU/HJDO&RPSODLQWV

E
F
G

DPHPEHURIWKH2/&
DQRPEXGVPDQDQG
DPHPEHURIWKH2/&pVVWDIIDSSRLQWHGXQGHUSDUDJUDSK

 $ SHUVRQ WR ZKRP WKLV SDUDJUDSK DSSOLHV LV QRW OLDEOH LQ GDPDJHV IRU
DQ\WKLQJ GRQH RU RPLWWHG LQ WKH H[HUFLVH RU SXUSRUWHG H[HUFLVH RI WKH
IXQFWLRQVFRQIHUUHGRQWKHSHUVRQFRQFHUQHGE\RUE\YLUWXHRIWKLVRUDQ\
RWKHUHQDFWPHQW
 %XWVXESDUDJUDSK  GRHVQRWDSSO\u
D LILWLVVKRZQWKDWWKHDFWRURPLVVLRQZDVLQEDGIDLWKRU
E VRDVWRSUHYHQWDQDZDUGRIGDPDJHVPDGHLQUHVSHFWRIDQDFWRU
RPLVVLRQRQWKHJURXQGWKDWWKHDFWRURPLVVLRQZDVXQODZIXODVD
UHVXOWRIVHFWLRQ  RIWKH+XPDQ5LJKWV$FW F  

6&+('8/(





6HFWLRQ

,00,*5$7,21$'9,&($1',00,*5$7,216(59,&(6
3$57



48$/,)<,1*5(*8/$7256
'HVLJQDWLRQRUGHUV


,QWKLV3DUWRIWKLV6FKHGXOHqGHVLJQDWLRQRUGHUrPHDQVDQRUGHUPDGHXQGHU
VHFWLRQ $   RI WKH ,PPLJUDWLRQ DQG $V\OXP $FW  GHVLJQDWHG
TXDOLI\LQJUHJXODWRUVHQWLWOHGWRDXWKRULVHSHUVRQVWRSURYLGHLPPLJUDWLRQ
DGYLFHDQGLPPLJUDWLRQVHUYLFHV 



$SSOLFDWLRQWREHFRPHDTXDOLI\LQJUHJXODWRU


 7KLV SDUDJUDSK DSSOLHV ZKHUH D ERG\ ZLVKHV WR EHFRPH D TXDOLI\LQJ
UHJXODWRU IRU WKH SXUSRVHV RI 3DUW  RI WKH ,PPLJUDWLRQ DQG $V\OXP $FW

 $ERG\PD\DSSO\WRWKH%RDUGIRUWKH%RDUGu
D WRGHVLJQDWHWKHERG\DVDTXDOLI\LQJUHJXODWRUIRUWKRVHSXUSRVHV
DQG
E WR DSSURYH ZKDW WKH DSSOLFDQW SURSRVHV DV LWV UHJXODWRU\
DUUDQJHPHQWV LI D GHVLJQDWLRQ RUGHU LV PDGH qWKH SURSRVHG
UHJXODWRU\DUUDQJHPHQWVr 





 %XWDERG\PD\PDNHDQDSSOLFDWLRQXQGHUWKLVSDUDJUDSKRQO\LIu
D LWLVDQDSSURYHGUHJXODWRU RWKHUWKDQWKH%RDUG RU
E LWKDVPDGHDQDSSOLFDWLRQXQGHU3DUWRI6FKHGXOH GHVLJQDWLRQRI
DSSURYHGUHJXODWRUV 



 $Q DSSOLFDWLRQ XQGHU WKLV SDUDJUDSK PXVW EH PDGH LQ VXFK IRUP DQG
PDQQHUDVWKH%RDUGPD\VSHFLI\LQUXOHVDQGPXVWEHDFFRPSDQLHGE\u
D GHWDLOVRIWKHDSSOLFDQWpVSURSRVHGUHJXODWRU\DUUDQJHPHQWV
E VXFKH[SODQDWRU\PDWHULDODVWKHDSSOLFDQWFRQVLGHUVLVOLNHO\WREH
QHHGHGIRUWKHSXUSRVHVRIWKLV3DUWRIWKLV6FKHGXOHDQG



'UDIW%LOO



/HJDO6HUYLFHV%LOO
6FKHGXOHu,PPLJUDWLRQDGYLFHDQGLPPLJUDWLRQVHUYLFHV
3DUWu4XDOLI\LQJUHJXODWRUV

F

WKHSUHVFULEHGIHH

 7KHSUHVFULEHGIHHLVWKHIHHSUHVFULEHGLQRUGHWHUPLQHGLQDFFRUGDQFHZLWK
UXOHVPDGHE\WKH%RDUGZLWKWKHFRQVHQWRIWKH6HFUHWDU\RI6WDWH
 $QDSSOLFDQWPD\DWDQ\WLPHZLWKGUDZWKHDSSOLFDWLRQE\JLYLQJQRWLFHWR
WKDWHIIHFWWRWKH%RDUG



&RQVXOWDWLRQDQGUHSUHVHQWDWLRQV


 3DUDJUDSKVWRRI6FKHGXOH FRQVXOWDWLRQUHTXLUHPHQWVHWFLQUHODWLRQ
WRDSSOLFDWLRQVIRUGHVLJQDWLRQDVDSSURYHGUHJXODWRU DSSO\LQUHODWLRQWRDQ
DSSOLFDWLRQ XQGHU SDUDJUDSK  DV WKH\ DSSO\ LQ UHODWLRQ WR DQ DSSOLFDWLRQ
XQGHUSDUDJUDSKRIWKDW6FKHGXOHEXWDVLIu
D LQSDUDJUDSKV    DQG  RIWKDW6FKHGXOHWKHUHIHUHQFHVWR
PDNLQJ DQ RUGHU XQGHU SDUDJUDSK  LQ DFFRUGDQFH ZLWK WKH
UHFRPPHQGDWLRQZHUHUHIHUHQFHVWRPDNLQJDGHVLJQDWLRQRUGHULQ
UHVSHFWRIWKHDSSOLFDQWDQG
E LQ SDUDJUDSK    RI WKDW 6FKHGXOH WKH UHIHUHQFH WR WKH PDUNHW IRU
UHVHUYHG OHJDO VHUYLFHV ZHUH D UHIHUHQFH WR WKH PDUNHW IRU
LPPLJUDWLRQDGYLFHDQGLPPLJUDWLRQVHUYLFHV





'HWHUPLQDWLRQRIDSSOLFDWLRQ


 7KH%RDUGPXVWPDNHUXOHVVSHFLI\LQJKRZLWZLOOGHWHUPLQHDSSOLFDWLRQV
XQGHUSDUDJUDSK
 5XOHVXQGHUVXESDUDJUDSK  PXVWLQSDUWLFXODUSURYLGHWKDWWKH%RDUG
PD\JUDQWDQDSSOLFDWLRQRQO\LILWLVVDWLVILHGu
D WKDW LI D GHVLJQDWLRQ RUGHU ZHUH WR EH PDGH LQ UHODWLRQ WR WKH
DSSOLFDQW WKH DSSOLFDQW ZRXOG KDYH DSSURSULDWH LQWHUQDO
JRYHUQDQFHDUUDQJHPHQWVLQSODFHDWWKHWLPHWKHRUGHUWDNHVHIIHFW
E WKDWWKHDUUDQJHPHQWVPDGHE\WKHDSSOLFDQWIRUDXWKRULVLQJSHUVRQV
WRSURYLGHLPPLJUDWLRQDGYLFHRULPPLJUDWLRQVHUYLFHVSURYLGHWKDW
SHUVRQVPD\QRWEHVRDXWKRULVHGXQOHVVWKH\DUHLQGLYLGXDOVZKR
DUHDOVRDXWKRULVHGE\WKHDSSOLFDQWWRFDUU\RQDFWLYLWLHVZKLFKDUH
UHVHUYHGOHJDODFWLYLWLHV
F WKDW WKH DSSOLFDQWpV SURSRVHG UHJXODWRU\ DUUDQJHPHQWV LQFOXGH
DSSURSULDWH UXOHV UHODWLQJ WR WKH TXDOLILFDWLRQ DQG WUDLQLQJ RI DQG
RWKHUUHTXLUHPHQWVZKLFKPXVWEHPHWE\RULQUHVSHFWRISHUVRQV
ZKRPWKHDSSOLFDQWSURSRVHVWRDXWKRULVHWRSURYLGHLPPLJUDWLRQ
DGYLFHRULPPLJUDWLRQVHUYLFHV
G WKDW WKH DSSOLFDQWpV SURSRVHG UHJXODWRU\ DUUDQJHPHQWV LQFOXGH
DSSURSULDWH DUUDQJHPHQWV LQFOXGLQJ GLVFLSOLQDU\ DUUDQJHPHQWV
XQGHU ZKLFK WKH DSSOLFDQW ZLOO EH DEOH WR UHJXODWH WKH FRQGXFW RI
SHUVRQVZKRPLWSURSRVHVWRVRDXWKRULVH
H WKDWWKHDSSOLFDQWpVSURSRVHGUHJXODWRU\DUUDQJHPHQWVFRPSO\ZLWK
WKH UHTXLUHPHQWV LPSRVHG E\ VHFWLRQV  DQG  UHTXLUHPHQWV
LPSRVHGLQUHODWLRQWRWKHKDQGOLQJRIFRPSODLQWV 
I WKDW WKH DSSOLFDQWpV SURSRVHG UHJXODWRU\ DUUDQJHPHQWV PDNH
DSSURSULDWH DUUDQJHPHQWV IRU WKH SXUSRVHV RI HQVXULQJ WKH
LQGHPQLILFDWLRQRIWKRVHZKRDUHRUZHUHSHUVRQVDXWKRULVHGE\LWWR
SURYLGHLPPLJUDWLRQDGYLFHRULPPLJUDWLRQVHUYLFHVDJDLQVWORVVHV
DULVLQJ IURP FODLPV LQ UHODWLRQ WR DQ\ GHVFULSWLRQ RI FLYLO OLDELOLW\

'UDIW%LOO













/HJDO6HUYLFHV%LOO
6FKHGXOHu,PPLJUDWLRQDGYLFHDQGLPPLJUDWLRQVHUYLFHV
3DUWu4XDOLI\LQJUHJXODWRUV

J

K



LQFXUUHGE\WKHPRUE\HPSOR\HHVRUIRUPHUHPSOR\HHVRIWKHLUVLQ
FRQQHFWLRQZLWKWKHLUDFWLYLWLHVDVVXFKDXWKRULVHGSHUVRQV
WKDW WKH DSSOLFDQWpV SURSRVHG UHJXODWRU\ DUUDQJHPHQWV PDNH
DSSURSULDWHDUUDQJHPHQWVWRSURYLGHIRUJUDQWVRURWKHUSD\PHQWV
IRUWKHSXUSRVHRIUHOLHYLQJRUPLWLJDWLQJORVVHVVXIIHUHGE\SHUVRQV
LQFRQVHTXHQFHRIu
L QHJOLJHQFH RU IUDXG RU RWKHU GLVKRQHVW\ RQ WKH SDUW RI DQ\
SHUVRQV ZKRP WKH DSSOLFDQW KDV DXWKRULVHG WR SURYLGH
LPPLJUDWLRQDGYLFHRULPPLJUDWLRQVHUYLFHVRURIHPSOR\HHV
RI WKHLUV LQ FRQQHFWLRQ ZLWK WKHLU DFWLYLWLHV DV VXFK
DXWKRULVHGSHUVRQVDQG
LL IDLOXUH RQ WKH SDUW RI SHUVRQV ZKRP WKH DSSOLFDQW KDV
DXWKRULVHGWRSURYLGHVXFKDGYLFHRUVHUYLFHVWRDFFRXQWIRU
PRQH\UHFHLYHGE\WKHPLQFRQQHFWLRQZLWKWKHLUDFWLYLWLHVDV
VXFKDXWKRULVHGSHUVRQVDQG
WKDWLIDGHVLJQDWLRQRUGHUZHUHPDGHLQUHODWLRQWRWKHDSSOLFDQWWKH
DSSOLFDQW ZRXOG EH FRPSHWHQW WR SHUIRUP WKH UROH RI GHVLJQDWHG
TXDOLI\LQJ UHJXODWRU ZLWKLQ WKH PHDQLQJ RI VHFWLRQ $ RI WKH
,PPLJUDWLRQDQG$V\OXP$FW F  DWWKHWLPHWKHRUGHUWDNHV
HIIHFW

 7KHUXOHVPDGHIRUWKHSXUSRVHVRIVXESDUDJUDSK  D PXVWLQSDUWLFXODU
UHTXLUH WKH %RDUG WR EH VDWLVILHG WKDW WKH H[HUFLVH RI WKH DSSOLFDQWpV
UHJXODWRU\IXQFWLRQVZRXOGQRWEHSUHMXGLFHGE\DQ\IXQFWLRQVWKHDSSOLFDQW
PD\ KDYH LQ FRQQHFWLRQ ZLWK WKH UHSUHVHQWDWLRQ RU SURPRWLRQ RI WKH
LQWHUHVWVRISHUVRQVUHJXODWHGE\LW


 $IWHUFRQVLGHULQJu
D WKHDSSOLFDWLRQDQGDFFRPSDQ\LQJPDWHULDO
E DQ\RWKHULQIRUPDWLRQSURYLGHGE\WKHDSSOLFDQW
F DQ\DGYLFHGXO\JLYHQDQGUHSUHVHQWDWLRQVGXO\PDGHE\YLUWXHRI
SDUDJUDSKDQG
G DQ\ RWKHU LQIRUPDWLRQ ZKLFK WKH %RDUG FRQVLGHUV UHOHYDQW WR WKH
DSSOLFDWLRQ
WKH%RDUGPXVWGHFLGHZKHWKHUWRJUDQWWKHDSSOLFDWLRQ
 7KH %RDUG PXVW JLYH QRWLFH RI LWV GHFLVLRQ WR WKH DSSOLFDQW qWKH GHFLVLRQ
QRWLFHr 















 :KHUHWKH%RDUGGHFLGHVWRUHIXVHWKHDSSOLFDWLRQWKHGHFLVLRQQRWLFHPXVW
VSHFLI\WKHUHDVRQVIRUWKDWGHFLVLRQ
 7KH%RDUGPXVWSXEOLVKWKHGHFLVLRQQRWLFH
 3DUDJUDSKRI6FKHGXOH SHULRGZLWKLQZKLFKGHFLVLRQPXVWEHPDGH
DSSOLHVLQUHODWLRQWRDGHFLVLRQQRWLFHXQGHUWKLVSDUDJUDSKDVLWDSSOLHVLQ
UHODWLRQWRDGHFLVLRQQRWLFHXQGHUSDUDJUDSKRIWKDW6FKHGXOH



(IIHFWRIDSSOLFDWLRQ


 :KHUHDQDSSOLFDWLRQLVJUDQWHGXQGHUSDUDJUDSKWKHGHFLVLRQQRWLFHPXVW
VSHFLI\WKDWWKHDSSOLFDQWLVDTXDOLI\LQJUHJXODWRUIRUWKHSXUSRVHVRI3DUW
RIWKH,PPLJUDWLRQDQG$V\OXP$FW

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu,PPLJUDWLRQDGYLFHDQGLPPLJUDWLRQVHUYLFHV
3DUWu4XDOLI\LQJUHJXODWRUV

 :KHUH DQ DSSOLFDWLRQ LV JUDQWHG XQGHU SDUDJUDSK  WKH SURSRVHG
UHJXODWRU\DUUDQJHPHQWVDUHDWWKHVDPHWUHDWHGDVKDYLQJEHHQDSSURYHGE\
WKH%RDUG
 %XW LI WKH DSSOLFDWLRQ ZDV PDGH LQ UHOLDQFH XSRQ SDUDJUDSK   E  WKH
DSSOLFDQWpV VWDWXV DV VXFK D TXDOLI\LQJ UHJXODWRU DQG WKH DSSURYDO RI LWV
SURSRVHGUHJXODWRU\DUUDQJHPHQWVXQGHUVXESDUDJUDSK  DUHFRQGLWLRQDO
XSRQ WKH 6HFUHWDU\ RI 6WDWH PDNLQJ DQ RUGHU XQGHU 3DUW  RI 6FKHGXOH 
GHVLJQDWLQJWKHERG\DVDQDSSURYHGUHJXODWRULQUHODWLRQWRRQHRUPRUH
UHVHUYHGOHJDODFWLYLWLHV
/RVVRITXDOLI\LQJUHJXODWRUVWDWXV






 :KHUHDTXDOLI\LQJUHJXODWRUu
D FHDVHVWREHDQDSSURYHGUHJXODWRURU
E FHDVHVWREHDGHVLJQDWHGTXDOLI\LQJUHJXODWRUZLWKLQWKHPHDQLQJRI
VHFWLRQ$RIWKH,PPLJUDWLRQDQG$V\OXP$FW F  E\YLUWXH
RIDQRUGHUXQGHUVXEVHFWLRQ  RU  RIWKDWVHFWLRQ
LWDOVRFHDVHVWREHDTXDOLI\LQJUHJXODWRU



 %XW VXESDUDJUDSK   LV ZLWKRXW SUHMXGLFH WR D ERG\pV DELOLW\ WR PDNH D
IXUWKHUDSSOLFDWLRQXQGHUSDUDJUDSK
3$57
$0(1'0(1762)7+(,00,*5$7,21$1'$6</80$&7 &


3DUWRIWKH,PPLJUDWLRQDQG$V\OXP$FW LPPLJUDWLRQDGYLVHUVDQG
LPPLJUDWLRQVHUYLFHSURYLGHUV LVDPHQGHGLQDFFRUGDQFHZLWKWKLV3DUWRI
WKLV6FKHGXOH



,QVHFWLRQ   LQWHUSUHWDWLRQRI3DUW DIWHUWKHGHILQLWLRQRIqGHVLJQDWHG
SURIHVVLRQDOERG\rLQVHUWu
qqGHVLJQDWHG TXDOLI\LQJ UHJXODWRUr KDV WKH PHDQLQJ JLYHQ E\
VHFWLRQ$r



,QVHFWLRQ WKH,PPLJUDWLRQ6HUYLFHV&RPPLVVLRQHU DIWHUVXEVHFWLRQ 
LQVHUWu
q $



7KHGXWLHVLPSRVHGRQWKH&RPPLVVLRQHUE\VXEVHFWLRQV  DQG 
DSSO\ LQ UHODWLRQ WR SHUVRQV ZLWKLQ VHFWLRQ   ED  RQO\ WR WKH
H[WHQWWKDWWKRVHGXWLHVKDYHHIIHFWLQUHODWLRQWRWKH&RPPLVVLRQHUpV
IXQFWLRQVXQGHUVHFWLRQRU$r







 6HFWLRQ SURYLVLRQRILPPLJUDWLRQVHUYLFHV LVDPHQGHGDVIROORZV
 ,QVXEVHFWLRQ  u
D DIWHUSDUDJUDSK E LQVHUWu
q ED DSHUVRQDXWKRULVHGWRSURYLGHLPPLJUDWLRQDGYLFHRU
LPPLJUDWLRQ VHUYLFHV E\ D GHVLJQDWHG TXDOLI\LQJ
UHJXODWRUrDQG
E LQSDUDJUDSK F LL DIWHUq E rLQVHUWqRU ED r
 $IWHUVXEVHFWLRQ  LQVHUWu
q $

$ SHUVRQpV HQWLWOHPHQW WR SURYLGH LPPLJUDWLRQ DGYLFH RU
LPPLJUDWLRQVHUYLFHVE\YLUWXHRIVXEVHFWLRQ  ED u

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu,PPLJUDWLRQDGYLFHDQGLPPLJUDWLRQVHUYLFHV
3DUWu$PHQGPHQWVRIWKH,PPLJUDWLRQDQG$V\OXP$FW F

D
E

%




LV VXEMHFW WR DQ\ OLPLWDWLRQ RQ WKDW SHUVRQpV DXWKRULVDWLRQ
LPSRVHG E\ WKH UHJXODWRU\ DUUDQJHPHQWV RI WKH GHVLJQDWHG
TXDOLI\LQJUHJXODWRULQTXHVWLRQDQG
GRHVQRWH[WHQGWRWKHSURYLVLRQRIVXFKDGYLFHRUVHUYLFHVE\
WKH SHUVRQ RWKHU WKDQ LQ (QJODQG DQG :DOHV UHJDUGOHVV RI
ZKHWKHU WKH SHUVRQV WR ZKRP WKH\ DUH SURYLGHG DUH LQ
(QJODQGDQG:DOHVRUHOVHZKHUH 



,QVXEVHFWLRQ $ qUHJXODWRU\DUUDQJHPHQWVrKDVWKHVDPHPHDQLQJ
DVLQWKH/HJDO6HUYLFHV$FW VHHVHFWLRQRIWKDW$FW r

 6HFWLRQ GHVLJQDWHGSURIHVVLRQDOERGLHV LVDPHQGHGDVIROORZV



 2PLWVXEVHFWLRQV  D  G DQG H DQG  E 
 ,QVXEVHFWLRQ  D RPLWq(QJODQGDQG:DOHVRUr
 2PLWVXEVHFWLRQ  D 
 ,QVXEVHFWLRQ  DIWHUqWKDWDERG\rLQVHUWq RWKHUWKDQDERG\LQ(QJODQG
DQG:DOHV r




$IWHUVHFWLRQLQVHUWu
q$ 'HVLJQDWHGTXDOLI\LQJUHJXODWRUV


q'HVLJQDWHG TXDOLI\LQJ UHJXODWRUr PHDQV D ERG\ ZKLFK LV D
TXDOLI\LQJUHJXODWRUDQGLVOLVWHGLQVXEVHFWLRQ  



7KHOLVWHGERGLHVDUHu
D 7KH/DZ6RFLHW\
E 7KH,QVWLWXWHRI/HJDO([HFXWLYHV
F 7KH*HQHUDO&RXQFLORIWKH%DU



7KH6HFUHWDU\RI6WDWHPD\E\RUGHUUHPRYHDERG\IURPWKHOLVWLQ
VXEVHFWLRQ   LI WKH 6HFUHWDU\ RI 6WDWH FRQVLGHUV WKDW WKH ERG\ KDV
IDLOHGWRSURYLGHHIIHFWLYHUHJXODWLRQRIUHOHYDQWDXWKRULVHGSHUVRQV
LQWKHLUSURYLVLRQRILPPLJUDWLRQDGYLFHRULPPLJUDWLRQVHUYLFHV



,I D GHVLJQDWHG TXDOLI\LQJ UHJXODWRU DVNV WKH 6HFUHWDU\ RI 6WDWH WR
DPHQGVXEVHFWLRQ  VRDVWRUHPRYHLWVQDPHWKH6HFUHWDU\RI6WDWH
PD\E\RUGHUGRVR



:KHUHDW DWLPHZKHQ DERG\LVOLVWHGLQVXEVHFWLRQ  WKHERG\
FHDVHVWREHDTXDOLI\LQJUHJXODWRUE\YLUWXHRISDUDJUDSK  D RI
6FKHGXOH  WR WKH /HJDO 6HUYLFHV $FW  ORVV RI DSSURYHG
UHJXODWRU VWDWXV  WKH 6HFUHWDU\ RI 6WDWH PXVW E\ RUGHU UHPRYH LW
IURPWKHOLVW







,IWKH6HFUHWDU\RI6WDWHFRQVLGHUVWKDWDERG\ZKLFKu
D LVDTXDOLI\LQJUHJXODWRU
E LVQRWDGHVLJQDWHGTXDOLI\LQJUHJXODWRUDQG
F LV FDSDEOH RI SURYLGLQJ HIIHFWLYH UHJXODWLRQ RI UHOHYDQW
DXWKRULVHGSHUVRQVLQWKHLUSURYLVLRQRILPPLJUDWLRQDGYLFH
RULPPLJUDWLRQVHUYLFHV
RXJKWWREHGHVLJQDWHGWKH6HFUHWDU\RI6WDWHPD\E\RUGHUDPHQG
WKHOLVWLQVXEVHFWLRQ  WRLQFOXGHWKHQDPHRIWKDWERG\

'UDIW%LOO









/HJDO6HUYLFHV%LOO
6FKHGXOHu,PPLJUDWLRQDGYLFHDQGLPPLJUDWLRQVHUYLFHV
3DUWu$PHQGPHQWVRIWKH,PPLJUDWLRQDQG$V\OXP$FW F



,IWKH6HFUHWDU\RI6WDWHLVSURSRVLQJWRDFWXQGHUVXEVHFWLRQ  RU  
WKH 6HFUHWDU\ RI 6WDWH PXVW EHIRUH GRLQJ VR FRQVXOW WKH
&RPPLVVLRQHU



,IWKH6HFUHWDU\RI6WDWHLVSURSRVLQJWRDFWXQGHUVXEVHFWLRQ  WKH
6HFUHWDU\RI6WDWHPXVWEHIRUHGRLQJVRDOVRu
D QRWLI\ WKH ERG\ FRQFHUQHG RI WKH SURSRVDO DQG JLYH LW D
UHDVRQDEOHSHULRGZLWKLQZKLFKWRPDNHUHSUHVHQWDWLRQVDQG
E FRQVLGHUDQ\UHSUHVHQWDWLRQVVRPDGH



$Q RUGHU XQGHU VXEVHFWLRQ   RU   UHTXLUHV WKH DSSURYDO RI WKH
/RUG&KDQFHOORU



,I WKH /HJDO 6HUYLFHV %RDUG FRQVLGHUV WKDW D GHVLJQDWHG TXDOLI\LQJ
UHJXODWRU LV IDLOLQJ WR SURYLGH HIIHFWLYH UHJXODWLRQ RI UHOHYDQW
DXWKRULVHG SHUVRQV LQ WKHLU SURYLVLRQ RI LPPLJUDWLRQ DGYLFH RU
LPPLJUDWLRQVHUYLFHVWKH/HJDO6HUYLFHV%RDUGPXVWPDNHDUHSRUW
WRWKLVHIIHFWWRu
D WKH6HFUHWDU\RI6WDWHDQG
E WKH/RUG&KDQFHOORU





,QWKLVVHFWLRQu
qTXDOLI\LQJ UHJXODWRUr PHDQV D ERG\ ZKLFK LV D TXDOLI\LQJ
UHJXODWRUIRUWKHSXUSRVHVRIWKLV3DUWRIWKLV$FWE\YLUWXHRI
3DUWRI6FKHGXOHWRWKH/HJDO6HUYLFHV$FW DSSURYHG
UHJXODWRUVDSSURYHGE\WKH/HJDO6HUYLFHV%RDUGLQUHODWLRQ
WRLPPLJUDWLRQPDWWHUV 
qUHOHYDQW DXWKRULVHG SHUVRQVr LQ UHODWLRQ WR D GHVLJQDWHG
TXDOLI\LQJUHJXODWRUPHDQVSHUVRQVZKRDUHDXWKRULVHGE\
WKHGHVLJQDWHGTXDOLI\LQJUHJXODWRUWRSURYLGHLPPLJUDWLRQ
DGYLFHRULPPLJUDWLRQVHUYLFHVr

 ,QVXEVHFWLRQ  DIWHUqERG\rLQVHUWqRUGHVLJQDWHGTXDOLI\LQJUHJXODWRUr
 ,QVXEVHFWLRQ  u
D DIWHUqPHDQVrLQVHUWqu
q D rDQG
E DIWHUqWKDWERG\rLQVHUWqRU
E D SHUVRQ ZKR LV DXWKRULVHG E\ WKH GHVLJQDWHG
TXDOLI\LQJ UHJXODWRU FRQFHUQHG WR SURYLGH
LPPLJUDWLRQDGYLFHRULPPLJUDWLRQVHUYLFHVr











 6HFWLRQ RUGHUVE\GLVFLSOLQDU\ERGLHV LVDPHQGHGDVIROORZV
 ,QVXEVHFWLRQ  IRUSDUDJUDSK D VXEVWLWXWHu
q D DSSHDULQJWRWKH6HFUHWDU\RI6WDWHWREHHVWDEOLVKHGIRUWKH
SXUSRVHRIKHDULQJGLVFLSOLQDU\FKDUJHVDJDLQVWu
L PHPEHUVRIDGHVLJQDWHGSURIHVVLRQDOERG\RU
LL SHUVRQV UHJXODWHG E\ GHVLJQDWHG TXDOLI\LQJ
UHJXODWRUVDQGr





,QVHFWLRQ   RUGHUVUHTXLULQJDSSURYDOE\3DUOLDPHQW DIWHUSDUDJUDSK
G LQVHUWu
q GD VHFWLRQ$  r
 6FKHGXOH WKH,PPLJUDWLRQ6HUYLFHV&RPPLVVLRQHU LVDPHQGHGDVIROORZV

'UDIW%LOO









/HJDO6HUYLFHV%LOO
6FKHGXOHu,PPLJUDWLRQDGYLFHDQGLPPLJUDWLRQVHUYLFHV
3DUWu$PHQGPHQWVRIWKH,PPLJUDWLRQDQG$V\OXP$FW F



 ,QSDUDJUDSK FRGHRIVWDQGDUGV u
D DIWHUVXESDUDJUDSK  D LQVHUWu
q DD D SHUVRQ ZKR LV DXWKRULVHG E\ D
GHVLJQDWHG TXDOLI\LQJ UHJXODWRU WR
SURYLGH LPPLJUDWLRQ DGYLFH RU
LPPLJUDWLRQVHUYLFHVrDQG
E LQVXESDUDJUDSK  E DIWHUqSDUDJUDSK D rLQVHUWqRU DD r
F DIWHUVXESDUDJUDSK  D LQVHUWu
q DD HDFK RI WKH GHVLJQDWHG TXDOLI\LQJ
UHJXODWRUVrDQG
G RPLWVXESDUDJUDSK  E 
 ,QSDUDJUDSK H[WHQVLRQRIVFRSHRIWKHFRGH u
D RPLWVXESDUDJUDSK  E 
E LQVXESDUDJUDSK  D RPLWq(QJODQGDQG:DOHVRUrDQG
F RPLWVXESDUDJUDSK  D 
 ,QSDUDJUDSK LQYHVWLJDWLRQRIFRPSODLQWV u
D LQ VXESDUDJUDSK   IRU WKH ZRUGV IURP qEXWr WR WKH HQG
VXEVWLWXWHu
 qEXW QRW LI WKH FRPSODLQW LV H[FOXGHG E\ VXESDUDJUDSK
$ r
E DIWHUWKDWVXESDUDJUDSKLQVHUWu
 q $ $FRPSODLQWLVH[FOXGHGLIu
D LW UHODWHV WR D SHUVRQ ZKR LV H[FOXGHG IURP WKH
DSSOLFDWLRQ RI VXEVHFWLRQ   RI VHFWLRQ  E\
VXEVHFWLRQ  RIWKDWVHFWLRQRU
E LWUHODWHVWRDSHUVRQZLWKLQVHFWLRQ  ED r











3$57
75$16,7,21$/3529,6,21
7KHWUDQVLWLRQDOSHULRG


 ,QWKLV3DUWRIWKLV6FKHGXOHUHIHUHQFHVWRqWKHWUDQVLWLRQDOSHULRGrDUHWRWKH
SHULRGZKLFKu
D EHJLQVZLWKWKHGD\DSSRLQWHGXQGHUVHFWLRQIRUWKHFRPLQJLQWR
IRUFHRIVHFWLRQ HQWLWOHPHQWWRFDUU\RQUHVHUYHGOHJDOVHUYLFHV 
DQG
E HQGVZLWKWKHGD\DSSRLQWHGE\WKH6HFUHWDU\RI6WDWHE\RUGHUIRUWKH
SXUSRVHVRIWKLVSDUDJUDSK





 'LIIHUHQWGD\VPD\EHDSSRLQWHGXQGHUVXESDUDJUDSK  E IRUGLIIHUHQW
SXUSRVHV
 $Q RUGHU PD\ EH PDGH XQGHU VXESDUDJUDSK  E  RQO\ RQ WKH
UHFRPPHQGDWLRQRIWKH%RDUG

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu,PPLJUDWLRQDGYLFHDQGLPPLJUDWLRQVHUYLFHV
3DUWu7UDQVLWLRQDOSURYLVLRQ

%DUULVWHUV


 'XULQJWKHWUDQVLWLRQDOSHULRGHYHU\EDUULVWHULVGHHPHGWREHDXWKRULVHGE\
WKH *HQHUDO &RXQFLO RI WKH %DU WR SURYLGH LPPLJUDWLRQ DGYLFH DQG
LPPLJUDWLRQVHUYLFHV
 7KDW DXWKRULW\ LV H[HUFLVDEOH LQ DFFRUGDQFH ZLWK DQG VXEMHFW WR WKH
UHJXODWRU\DUUDQJHPHQWVRIWKH*HQHUDO&RXQFLORIWKH%DU



 $SHUVRQLVQRWDXWKRULVHGXQGHUVXESDUDJUDSK  XQOHVVWKHSHUVRQKDVLQ
IRUFHDFHUWLILFDWHLVVXHGE\WKH*HQHUDO&RXQFLORIWKH%DUDXWKRULVLQJWKH
SHUVRQWRSUDFWLVHDVDEDUULVWHU


6ROLFLWRUV


 'XULQJ WKH WUDQVLWLRQDO SHULRG HYHU\ TXDOLILHG VROLFLWRU LV GHHPHG WR EH
DXWKRULVHG E\ WKH /DZ 6RFLHW\ WR SURYLGH LPPLJUDWLRQ DGYLFH DQG
LPPLJUDWLRQVHUYLFHV
 7KDW DXWKRULW\ LV H[HUFLVDEOH LQ DFFRUGDQFH ZLWK DQG VXEMHFW WR WKH
UHJXODWRU\DUUDQJHPHQWVRIWKH/DZ6RFLHW\



 q4XDOLILHGVROLFLWRUrPHDQVDSHUVRQZKRLVTXDOLILHGXQGHUVHFWLRQRIWKH
6ROLFLWRUV$FW F  WRDFWDVDVROLFLWRU
/HJDO([HFXWLYHV


 'XULQJWKHWUDQVLWLRQDOSHULRGDSHUVRQDXWKRULVHGE\WKH,QVWLWXWHRI/HJDO
([HFXWLYHVWRSUDFWLVHDVDPHPEHURIWKHSURIHVVLRQRIOHJDOH[HFXWLYHVLV
GHHPHGWREHDXWKRULVHGE\WKDW,QVWLWXWHWRSURYLGHLPPLJUDWLRQDGYLFHDQG
LPPLJUDWLRQVHUYLFHV



 7KDWDXWKRULW\LVH[HUFLVDEOHLQDFFRUGDQFHZLWKDQGVXEMHFWWRWKHUHJXODWRU\
DUUDQJHPHQWVRIWKH,QVWLWXWHRI/HJDO([HFXWLYHV

6&+('8/(

6HFWLRQ



,1'(;2)'(),1('(;35(66,216

([SUHVVLRQ

,QWHUSUHWDWLRQSURYLVLRQV

DGPLQLVWUDWLRQRIRDWKV

6FKHGXOH

DXWKRULVHG SHUVRQ LQ UHODWLRQ WR
DQDFWLYLW\

VHFWLRQ

DSSURYHGUHJXODWRU

VHFWLRQ

WKH%RDUG

VHFWLRQ

FRPSODLQDQW LQ3DUW

VHFWLRQ

FRQGXFWRIOLWLJDWLRQ

6FKHGXOH

'UDIW%LOO





/HJDO6HUYLFHV%LOO
6FKHGXOHu,QGH[RIGHILQHGH[SUHVVLRQV

([SUHVVLRQ

,QWHUSUHWDWLRQSURYLVLRQV

FRQVXPHUV

VHFWLRQ

FRQYH\DQFLQJVHUYLFHV

VHFWLRQ

FRXUW

VHFWLRQ

GRFXPHQW

VHFWLRQ

HQDFWPHQW

VHFWLRQ

H[HPSWSHUVRQ

VHFWLRQDQG6FKHGXOH

IXQFWLRQV

VHFWLRQ

qLPPLJUDWLRQ
DGYLFHr
qLPPLJUDWLRQVHUYLFHVr

DQG

VHFWLRQ

LQWHUHVWLQDERG\ LQ3DUW

VHFWLRQ

LQWHUYHQWLRQGLUHFWLRQ

VHFWLRQ

OHJDODFWLYLW\

VHFWLRQ

OLFHQVHGERG\

VHFWLRQ

OLFHQVHGDFWLYLW\ LQ3DUW

VHFWLRQ

OLFHQVLQJDXWKRULW\

VHFWLRQ

OLFHQVLQJUXOHV

VHFWLRQ

PDQDJHULQUHODWLRQWRDERG\ LQ
3DUW

VHFWLRQ

PDWHULDOLQWHUHVWLQDERG\ZKLFK
LVDFRPSDQ\ZLWKDVKDUHFDSLWDO
LQ3DUW

VHFWLRQ

PRGLI\

VHFWLRQ

QRQDXWKRULVHGSHUVRQ LQ3DUW 

VHFWLRQ

QRQUHVHUYHGDFWLYLW\ LQ3DUW

VHFWLRQ

QRWIRUSURILWOHJDOVHUYLFHV

VHFWLRQ

QRWIRUSURILWERG\

VHFWLRQ

QRWDULDODFWLYLWLHV

6FKHGXOH

RIILFHU

VHFWLRQ

WKH2)7

VHFWLRQ

WKH2/&

VHFWLRQ

RPEXGVPDQ

VHFWLRQ

WKHRPEXGVPDQVFKHPH

VHFWLRQ

'UDIW%LOO















/HJDO6HUYLFHV%LOO
6FKHGXOHu,QGH[RIGHILQHGH[SUHVVLRQV

([SUHVVLRQ

,QWHUSUHWDWLRQSURYLVLRQV

SUREDWHDFWLYLWLHV

6FKHGXOH

UHJXODWRU\DUUDQJHPHQWV

VHFWLRQ

UHJXODWRU\IXQFWLRQV

VHFWLRQ

UHJXODWRU\REMHFWLYHV

VHFWLRQ

UHOHYDQW DSSURYHG UHJXODWRU LQ
UHODWLRQWRDQDFWLYLW\

VHFWLRQ

UHOHYDQW DSSURYHG UHJXODWRU LQ
UHODWLRQWRDSHUVRQ

VHFWLRQ

UHOHYDQW OLFHQVLQJ DXWKRULW\ LQ
UHODWLRQWRDOLFHQVHGERG\ LQ3DUW


VHFWLRQ

UHOHYDQWDXWKRULVLQJERG\ LQ3DUW


VHFWLRQ

UHVHUYHGLQVWUXPHQWDFWLYLWLHV

6FKHGXOH

UHVHUYHGOHJDODFWLYLW\

VHFWLRQDQG6FKHGXOH

UHVHUYHGOHJDOVHUYLFHV

VHFWLRQ

UHVSRQGHQW LQ3DUW

VHFWLRQ

ULJKWRIDXGLHQFH

6FKHGXOH

VFKHPHUXOHV LQ3DUW

VHFWLRQ

VROLFLWRU

VHFWLRQ

WKHVHQLRUMXGJHV

VHFWLRQ

WHUPVRIDOLFHQFH LQ3DUW

VHFWLRQ

'UDIW%LOO
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DRAFT LEGAL SERVICES BILL
——————————

EXPLANATORY NOTES

INTRODUCTION

1.
These explanatory notes relate to the draft Legal Services Bill which was
published on 24 May 2006. They have been prepared by the Department for
Constitutional Affairs in order to assist the reader of the draft Bill and have not been
endorsed by Parliament.
2.
The notes need to be read in conjunction with the draft Bill. They are not, and
are not meant to be, a comprehensive description of the draft Bill. So where a clause
or part of a clause does not seem to require any explanation or comment, none is
given.

OVERVIEW OF THE DRAFT BILL

3.
This draft Bill has 159 clauses and fifteen Schedules. The explanatory notes
are divided into eight parts, reflecting the structure of the Bill.
4.
An overview of the Bill is set out below. A detailed description of each Part is
contained in the commentary. Terms used are defined in the text where they first
appear, and Schedule 15 contains an index of defined expressions. Explanatory notes
1
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to accompany each Schedule are contained within the clause that introduces the
Schedule. At the end of this section there is an index of Schedules and corresponding
clauses.
5.
Part 1: The Regulatory Objectives sets out the seven regulatory objectives
of the regulators, which guide the Legal Services Board, the approved regulators, and
the Office for Legal Complaints in exercising their functions.
6.
Part 2: The Legal Services Board sets out the structure and functions of the
Legal Services Board. It outlines the functions that the Board has in relation to the
regulatory objectives. It also sets out the requirements for both appointment to, and
membership of the Board and the powers that the Secretary of State has in relation to
these processes.
7.
Part 3: Reserved Legal Activities lists and defines the reserved legal
activities. It explains who is entitled to carry out these activities, and the penalties for
those who are not entitled. It sets out transitional arrangements for those currently
allowed to carry on reserved legal activities. It also explains the process for altering
the scope of the reserved legal activities, and the roles of the different bodies involved
in this. “Approved regulators” are the bodies that authorise persons to carry on
reserved legal activities, and regulate the persons authorised by them. This Part of the
Bill explains what an approved regulator is, lists the current regulators, and explains
how other bodies can achieve this status in the future.
8.
Part 4: Regulation of Approved Regulators sets out the general duties of
approved regulators, and the powers that the Board has to ensure that these are being
carried out. It details how the Board can intervene when there is a problem, the
procedures that it must follow, and the bodies that it must consult. The Board’s
powers include target setting, censure, financial penalties, and direct intervention in
the approved regulator’s regulation of its members.
9.
Part 5: Alternative Business Structures makes provision for new business
structures in legal services. These will allow lawyers and non-lawyers to form legal
partnerships. This Part of the Bill sets out how the Board can operate as a licensing
authority for alternative business structures, and how other licensing authorities can
be established. It defines the methods for constructing rules and procedures for the
regulation of alternative business structures.
10.
Part 6: Legal Complaints establishes an independent complaints handling
body called the Office for Legal Complaints (OLC). The OLC will appoint
ombudsmen to deal with complaints. This Part sets out the requirements as to the
membership of the OLC, and appointment as an ombudsman. It also sets out
requirements in relation to the accountability of the OLC, the rules that the OLC may
implement, and the regulatory arrangements of approved regulators under this
scheme.
2
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11.
Part 7: Financial Provisions sets out arrangements for the funding of both
the Board and the Office for Legal Complaints.
12.
Part 8: Miscellaneous and General Provisions makes provision for any
guidance to be produced by the Board, and allows the Board to enter into voluntary
arrangements. It sets out the general provisions in relation to offences and details the
procedure in issuing notices or directions. It also covers legal professional privilege
and amendments to the Immigration and Asylum Act 1999.

SUMMARY

13.
The Legal Services Bill establishes a new framework for the regulation of
legal services in England and Wales.
14.

The Bill makes provision for:
• A new regulatory framework that will replace the “regulatory maze” of
legal services.
• The establishment of the Legal Services Board (“the Board”): a single,
oversight body, independent from both Government and approved
regulators (for example, the Law Society and Bar Council). It will have a
duty to promote the regulatory objectives set out in Part 1.
• The establishment of an independent Office for Legal Complaints
(OLC): a body with statutory power to handle complaints concerning
providers of legal services, and to award redress to consumers in
appropriate circumstances. It will address concerns about the quality,
independence, and consistency of complaints handling by the legal
professions.
• Alternative Business Structures (ABS) will enable lawyers and nonlawyers to work together on an equal footing to deliver legal and other
services. External investment will be possible, and new business structures
will give legal providers greater flexibility to respond to market demands,
within the UK and overseas. Licences will be conferred by licensing
authorities and various safeguards will be in place.
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• It will be for the Legal Services Board to advise the Government on any
areas where it identifies problems within the legal services market, or
“regulatory gaps”.

BACKGROUND

15.
In 2001 the Office of Fair Trading published a report1 recommending that
rules governing the legal professions should be fully subject to competition law and
that unjustified restrictions on competition be removed. Following this, the
Government carried out a consultation, and published a report into competition and
regulation in the legal services market.2
16.
In 2004 Sir David Clementi was appointed by the Government to conduct an
independent review of the regulation of legal services. He found that many areas
were in need of restructure and development, and concluded that the current
regulatory model was “inflexible, outdated and over-complex”.3
Sir David
highlighted concerns about the current:
• regulatory framework,
• complaints systems, and
• restrictive nature of business structures.
17.
In October 2005 the Government published a White Paper, The Future of
Legal Services: Putting Consumers First.4 The White Paper set an agenda for
reforming the delivery of legal services. It proposed a new regulatory framework that
would direct regulation to those areas where it is needed:

1

Office of Fair Trading, 2001, Competition in the Professions – A Report by the Director General of
Fair Trading

2

Department for Constitutional Affairs, 2003, Competition and Regulation in the Legal Services
Market – A Report Following the Consultation “In the Public Interest?”

3

Clementi, Sir David, 2004b, Review of the Regulatory Framework for Legal Services in England and
Wales – Final Report

4

Department for Constitutional Affairs, 2005, The Future of Legal Services: Putting Consumers First
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“We will create a Legal Services Board, an Office for Legal Complaints and we will take steps
to enable firms to provide services under alternative business structures to those presently
available.”

The legal services sector today
18.
Under the current regulatory system there are seven forms of legal service
that are subject to statutory control. These are:
• the right to conduct litigation,
• the right of audience before the courts,
• the provision of immigration advice and services (these are currently
regulated by the Office of the Immigration Services Commissioner under
Part 5 of the Immigration and Asylum Act 1999),
• certain probate services (the right to draw or prepare any papers on which
to found or oppose a grant of probate, or a grant of letters of
administration),
• conveyancing and the preparation of certain other documents,
• notarial services, and
• acting as a commissioner for oaths.
19.
These services are regulated by legal professional bodies such as the Law
Society or the Bar Council, as well as higher level regulators such as the Secretary of
State for Constitutional Affairs (formerly Lord Chancellor), the Master of the Rolls
and the Office of Fair Trading. Some, like the Law Society, are primary regulators,
whereas others like the Legal Services Ombudsman have a role in overseeing those
primary regulators. In addition to these different levels of regulators, there is also a
range of major purchasers in the market who act as quasi-regulators, for example, the
Legal Services Commission. This Bill will not affect these quasi-regulators.
20.
There are a number of statutory restrictions on the type of business structures
through which legal services may be provided. Some existing regulators prohibit
lawyers from entering into partnership with non-lawyers. They also place restrictions
on unregulated persons being formally involved in the management of these
businesses, and unregulated persons having any stake in the ownership of such
businesses. This generally means that neither different types of lawyers (for example,
solicitors and barristers) nor lawyers and non-lawyers can work together in legal
partnerships.
21.
If consumers wish to complain about any of the legal services listed above,
they need to take that complaint up with the person that they are complaining about.
5
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If the complaint is not resolved in-house, consumers can then contact the regulatory
body for that service. In the event that a complainant is not satisfied with the way in
which a complaint has been handled, they are then able to escalate a complaint to the
Legal Services Ombudsman. The Ombudsman will investigate the way in which the
complaint was handled and the response from the professional body. However, if the
Ombudsman believes that a complaint has not been investigated properly, she will
recommend that the professional body look at the matter again. Last year the
Ombudsman widened her investigation to look at the original complaint in less than
1% of cases.5

SCHEDULES

22.
Explanatory notes to accompany the Schedules are contained within the clause
that each schedule refers to.
Schedule

Located in

1

The Legal Services Board

clause 2

2

The reserved legal activities

clause 9

3

Exempt persons

clause 14

4

Authorised persons (Parts 1 to 3)

clause 17

5

Approved regulators (Parts 1 to 3)

clause 15

6

Alteration of reserved legal activities

clause 19

7

Directions: procedure

clause 26

8

Intervention directions: procedure (Part 1)

clause 34

5

Legal Services Ombudsman, 2005, Annual Report of the Legal Services Ombudsman for England and
Wales 2004/2005

6

These notes refer to the draft Legal Services Bill
as published on 24 May 2006

Intervention directions: procedure (Part 2)

clause 37

9

Cancellation of approval

clause 38

10

Designation of approved regulators as licensing
authorities (Part 1)

clause 61

Designation of approved regulators as licensing
authorities (Part 2)

clause 63

11

Licensing rules (Parts 1 to 4)

clause 66

12

Licensing authority’s powers of intervention

clause 85

13

The Office for Legal Complaints

clause 92

14

Immigration advice and immigration services (Parts
1 to 3)

clause 140

15

Index of defined expressions

clause 154

COMMENTARY ON CLAUSES

PART 1: THE REGULATORY OBJECTIVES

Clause 1: The regulatory objectives
23.
This Part of the Bill sets out the seven regulatory objectives that will guide the
Legal Services Board, the approved regulators and the Office for Legal Complaints in
exercising their functions. It also sets out the three professional principles of those
authorised to carry on reserved legal activities.
24.
The Bill does not rank these objectives and principles. The regulators will be
best placed to consider which objectives and/or principles are the most important in a
particular instance, on a case-by-case basis. Clause 3 sets out the Board’s
7
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responsibilities in relation to the regulatory objectives. Clauses 23 and 93 set out the
approved regulators’ and the Office for Legal Complaints’ responsibilities in relation
to these.

PART 2: THE LEGAL SERVICES BOARD

25.
This Part of the Bill sets out the structure and functions of the Legal Services
Board. It outlines the functions that the Board will have in relation to the regulatory
objectives, and the ways that it will maintain these principles. It also sets out the
requirements for both appointment to, and membership of the Board and the powers
that the Secretary of State will have in relation to these processes.

Background
26.
Currently there are seven forms of legal service that are subject to statutory
control. Legal activities are discussed in Part 3 of the Bill.
27.
Approved regulators, such as the Law Society and The Bar Council currently
regulate practitioners carrying on reserved legal activities. In addition to these
approved regulators, the current system involves a number of higher level regulators:
• the Secretary of State for Constitutional Affairs,
• the Master of the Rolls,
• the higher judiciary,
• the Legal Services Ombudsman,
• the Legal Services Complaints Commissioner,
• the Immigrations Services Commissioner,
• the Rules Committee,
• the Home Secretary,
• the Department for Trade and Industry,
• the Office of Fair Trading,
8
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• the Financial Services Authority, and
• the Archbishop of Canterbury.
28.
In his 2004 independent review of legal services6 Sir David Clementi referred
to the legal services system as a “regulatory maze” and concluded that it was
“outdated, inflexible, over-complex and not accountable or transparent enough”. In
2005, following Sir David’s report, the Department for Constitutional Affairs
published a White Paper, The Future of Legal Services: Putting Consumers First.7
The White Paper detailed proposals to reform the current system by implementing a
new regulatory framework that would remove the “regulatory maze” of oversight
regulators.
29.
This section of the Bill establishes a Legal Services Board that will act as an
independent oversight regulator. It will be the head of the new regulatory framework.
The Board will authorise the approved regulators, ensuring that they are carrying out
their day-to-day regulation to the required standards. Both the Board and the
approved regulators will work together in line with the regulatory objectives, which
are set out in Part 1 of the Bill.

Clause 2: The Legal Services Board
30.
This clause establishes a corporate body called the Legal Services Board to act
as an independent oversight regulator. Schedule 1 is about the Board.
31.

This Schedule sets out:
• the membership of the Board,
• the terms of appointment and tenure of members,
• staffing,
• committees,
• the delegation of functions, and
• borrowing and accounts rules in relation to the Board.

32.

Sub-paragraph (1) of paragraph 1 states that the Board is to consist of:
• a Chairman appointed by the Secretary of State,

6

Clementi, 2004b

7

Department for Constitutional Affairs, 2005
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• the Chief Executive of the Board appointed by the Board, and
• between seven and ten other persons appointed by the Secretary of State.
33.
The Board must have a majority of lay persons as set out at sub-paragraph (1)
of paragraph 2 of the Schedule. A “lay person” is defined as any person who has
never been an authorised person in relation to reserved legal activities, and must not
ever have practised as:
• a barrister,
• a solicitor,
• a public notary,
• a licensed conveyancer, or
• anyone granted a right of audience.
34.
Paragraph 3 lists the criteria to be considered by the Secretary of State when
appointing ordinary members to the Board. The Board must include members who
(between them) have experience in, or knowledge of:
• the provision of legal services,
• legal education and training,
• consumer affairs,
• commercial affairs, and
• not for profit legal services (as defined by clause 154).
35.
It is expected that, as required by the Commissioner for Public Appointments,
all Ministerial appointments to the Board will be made in accordance with the
Commissioners’ Code of Practice. As part of the planning of the appointments
process, it is expected that the Secretary of State will seek the views of all interested
parties (including the Chair and other members of the Board) on issues such as
selection criteria, and the diversity of skills and experience needed on the Board. In
accordance with the Office of the Commissioner for Public Appointments Code of
Practice, it is expected that a selection panel, including, amongst others, a
representative from the public body itself and an Independent Assessor, will conduct
the key stages of the appointments process. The outcome of the Panel’s deliberations
will form a recommendation to be made to the Minister.
36.
Terms of appointment are set out in paragraphs 4 to 9 of the Schedule. A
member (other than the Chief Executive) must be appointed for a fixed period, which
must not exceed five years. A person may only be re-appointed once for a further
period not exceeding five years.
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37.
The Secretary of State may remove the Chairman from his position (and hence
from the Board). The Secretary of State may remove other Board members after
consultation with the Chairman. The Secretary of State may remove the Chairman or
other members only in specific circumstances and must be satisfied that the member:
• has failed to discharge the responsibilities of a Board member for a
continuous period of six months,
• has been convicted of an offence,
• is an undischarged bankrupt, or
• is otherwise unfit to hold the office or unable to discharge his or her
functions.
The Chairman or other members may also resign by giving notice to the Secretary of
State. These provisions do not apply to the Chief Executive, who is a member of the
Board’s staff.
38.
Paragraphs 11 to 15 set the additional staffing appointments to be made by the
Board. The Board must appoint a Chief Executive, and may appoint any other staff
that it considers appropriate to assist in the performance of its functions.
39.
Paragraphs 16 to 18 enable the Board to enter into arrangements for assistance
to be provided to it by persons other than those employed under paragraph 11. They
also set out the Board’s powers to form committees and sub-committees and enable
the Board to regulate its own proceedings and those of its committees.
40.
Under paragraph 20 the Board may delegate functions to the Chief Executive
or any other member of the Board, any other staff member of the Board or any
committee or sub-committee. However, the Board will retain accountability for the
exercise of its statutory functions.
41.

Paragraph 21 states that the Board is not to borrow money, except:
• with the consent of the Secretary of State, or
• in accordance with general authorisation given by the Secretary of State.

42.
Paragraph 22 requires the Board to keep proper accounts. Requirements to
produce an annual report are set out in clause 5.
43.
Paragraphs 27 to 29 make provision for amendments to the House of
Commons Disqualification Act 1975, the Northern Ireland Assembly Disqualification
Act 1975, the Freedom of Information Act 2000 and the Public Records Act 1958.
These are standard provisions.
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44.
Paragraph 30 provides that the Board, its members and its staff will not be
held liable for any damages resulting from the exercise of the Board’s functions,
except in the cases where an act or omission is carried out in bad faith or was
unlawful in accordance with section 6(1) of the Human Rights Act 1998.

Clause 3: Board’s duty to promote regulatory objectives
45.
The Board will have a duty to comply with the requirements set out in clause
1. This clause states that the Board must, so far as reasonably practicable, act in a
way that is compatible with the regulatory objectives. It also requires the Board to
have regard to the principles of best regulatory practice. Specifically, the clause refers
to the importance of regulatory activities being transparent, accountable,
proportionate, consistent and targeted only at cases in which action is needed.

Clause 4: Corporate Governance
46.
This clause requires that the Board have regard to generally accepted
principles of good corporate governance in managing its affairs.

Clause 5: Annual Report
47.
This clause states that the Board must prepare an annual report on the
discharge of its functions. This will be laid before Parliament. It will include the
extent to which, in the Board’s opinion, the Board has met the regulatory objectives.
48.
Paragraph 22 of Schedule 1 sets out financial accountability in relation to the
Board’s accounts.

Clause 7: The Consumer Panel
49.
This clause requires the Board to set up and maintain a Consumer Panel – a
panel of persons whose task will be to represent the interests of consumers (as defined
by clause 154). As stated in subsections (2) to (5), appointments will be made by the
Board and one of the Panel members will be appointed as chairman by the Board.
The Panel must not include any person who is:
• a member of the Board or of its staff,
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• a member of the Office for Legal Complaints, an ombudsman appointed by
it or a member of its staff appointed under paragraph 11 of Schedule 13,
• a member of the governing body or the staff of an approved regulator,
• or a person authorised to carry on a reserved legal activity.
50.
The Board must consider representations made by the Consumer Panel and
must publish a notice stating the reasons for acting contrary to the Panel’s advice.
51.
Consumer Panels have been set up by other regulatory bodies, for example the
Financial Services Consumer Panel, which advises the Financial Services Authority.
This was established under the Financial Services and Markets Act 2000.

PART 3: RESERVED LEGAL ACTIVITIES

52.
This Part of the Bill lists and defines the reserved legal activities. It explains
who is entitled to carry out these activities, and the penalties for those who carry out
these activities when not entitled to do so. It sets out transitional arrangements for
those currently allowed to carry on reserved legal activities. It also explains the
process for altering the scope of the reserved legal services, and the roles of the
different bodies involved in this.
53.
This Part also explains what an approved regulator is, lists the current
regulators, and explains how other bodies can achieve this status in the future.

Background
54.
There are currently seven forms of legal activity which are subject to statutory
regulatory control. These are:
• the right to conduct litigation,
• the right of audience in the courts,
• the provision of immigration advice and services (these are currently
regulated by the Office of the Immigration Services Commissioner under
Part 5 of the Immigration and Asylum Act 1999),
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• certain probate services (the right to draw or prepare any papers on which
to found or oppose a grant of probate, or a grant of letters of
administration),
• conveyancing and the preparation of certain other documents,
• notarial services, and
• acting as a commissioner for oaths.
Their current approved regulators are:
• the Law Society,
• the General Council of the Bar,
• the Court of Faculties,
• the Institute of Legal Executives,
• the Council for Licensed Conveyancers,
• the Chartered Institute of Patent Agents, and
• the Institute of Trade Mark Attorneys.

Clause 9: Meaning of “reserved legal activities” and “legal activity”
55.
This clause lists the legal activities that are to be regulated under the Bill.
Schedule 2 sets out the meaning of each activity. Under clause 19 the Secretary of
State may, by order, amend clause 9 and Schedule 2 so as to add any legal activity to
the reserved legal activities for the purposes of this Bill.
56.

Clause 9 replaces the following existing legislation:
• section 28 of the Courts and Legal Services Act 1990, which makes
provision for the regulation of the right to conduct litigation;
• sections 27 and 29 of the Courts and Legal Services Act 1990, which make
provision for the regulation of rights of audience;
• section 22 of the Solicitors Act 1974 and section 11 of the Administration
of Justice Act 1985, which make provision for those who can provide
conveyancing services;
• section 23 of the Solicitors Act 1974 and section 55 of the Courts and Legal
Services Act 1990, which make provision for probate services;
• section 1 of the Public Notaries Act 1801 and section 10 of the Public
Notaries Act 1843, which make provision for notaries.
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• section 1 of the Commissioner for Oaths Act 1889, section 81 of the
Solicitors Act 1974, and section 113 of the Courts and Legal Services Act
1990, which provide for commissioners for oaths.

Clause 10: Entitlement to carry on a reserved legal activity
57.
This clause provides that a person can carry on a reserved legal activity only if
the person is:
• an authorised person (see clause 13), or
• an exempt person (see clause 14).
This is subject to transitional protection for not for profit bodies, which is set out
under clause 18.

Clause 11: Offence to carry on a reserved legal activity if not entitled
58.
This clause makes it an offence for a person who is not entitled to carry on a
reserved legal activity to carry out that activity. This is punishable:
• on summary conviction, by imprisonment for up to twelve months, or a fine
up to the statutory maximum on the standard scale (currently £5,000), or
both;
• on conviction on indictment, by imprisonment for a term of up to two
years, or a fine, or both.

Clause 12: Offence to pretend to be entitled
59.
This clause makes it an offence for a person who is not entitled to carry on a
reserved legal activity to describe him or hold himself out as entitled to carry on that
activity. This is punishable, on summary conviction, by a fine of up to level 4 on the
standard scale (currently £2,500), and on indictment, by a fine.

Clause 13: Authorised persons
60.

An “authorised person” is:
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• a person who is authorised to carry on a reserved legal activity by a
relevant approved regulator (other than by the grant of an ABS licence), or
• a body authorised to carry on a reserved legal activity by virtue of an ABS
licence issued by the Board or a relevant approved regulator.
61.
A licensable body (as defined in subsections (5) to (7)) or a not for profit body
may be an authorised person only if it is authorised to carry on the relevant activity by
virtue of an ABS licence.

Clause 14: Exempt persons
62.
Schedule 3 defines who an “exempt person” is, in relation to each reserved
legal activity. For example, an individual who carries on probate activities other than
for fee, gain or reward is exempt. A not for profit body cannot be an exempt person.

Clause 15: Approved regulators and relevant approved regulators
63.
This clause defines “approved regulator” and “relevant approved regulator”,
and explains how bodies can become approved regulators.
64.
Part 1 of Schedule 5 lists existing bodies which will automatically become
approved regulators when the Bill comes into force. The regulatory arrangements for
these “listed bodies” are to be treated as having been approved by the Board.
65.
Part 2 of the Schedule explains that when a body wants to grant rights to a
person to carry on one or more reserved legal activities, it must apply to the Board for
the Board to:
• recommend that the Secretary of State make an order designating it as an
approved regulator in relation to those activities, and
• approve the body’s regulatory arrangements.
66.
The Schedule details what the application and proposed regulatory
arrangements must include, along with the procedure. It states that a fee must
accompany the application.
67.
The Board may decide to dismiss the application if there are clear reasons why
it should refuse to consider it further. Where the Board decides to dismiss the
application, it must notify the body and state the reasons for the dismissal.
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68.
Where the Board proceeds to consider the application, it has a duty to seek
advice before making a recommendation or approving the body’s regulatory
arrangements. Paragraph 5 requires that the Board must give a copy of the application
and accompanying material to:
• the Secretary of State,
• the OFT,
• the Consumer Panel,
• the senior judges, and
• such other persons as the Board considers it reasonable to consult regarding
the application.
69.
Paragraph 11 allows the consultees, for the purpose of giving advice, to
request that the applicant, or any other person, provide additional specified
information.
70.

Paragraphs 6 to 10 set out how each party must consider the application:
• The Secretary of State must give advice to the Board in respect of the
application, as he thinks fit.
• The OFT and the Consumer Panel must each give the Board such advice as
it sees fit. The OFT must, in particular, consider whether making an order
in accordance with the recommendation applied for would, or be likely to,
restrict, distort or prevent competition within the market for reserved legal
services. The Consumer Panel must have regard to the likely impact that
such an order would have on consumers.
• Those other persons whom the Board considers it reasonable to consult
may give advice in respect of the application.
• The senior judges must then consider this advice, and then give advice to
the Board regarding whether the application should be granted, as each sees
fit. The judges must, in particular, have regard to the likely impact on the
courts in England and Wales of the making of an order in accordance with
the recommendation applied for.

71.
The Board must give the applicant copies of any of the advice given above.
The applicant may make representations to the Board within 28 days, or any longer
period specified by the Board, as specified in paragraph 12 of the Schedule. The
Board must make rules governing the making of representations.
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72.
Paragraph 13 of the Schedule explains that once the period for representations
has passed, the Board must publish the advice and representations. This does not
prevent anyone who has given advice under paragraphs 6 to 10, or made a
representation under paragraph 12, from publishing that material. Any publisher
must, so far as practicable, exclude any matter which relates to the private affairs of a
particular individual whose interests might be affected, seriously and prejudicially, by
publication.
73.
The Board must make rules specifying how it will determine applications.
Paragraph 14 sets out what the rules must provide for when the Board is considering
an application.
74.
Paragraph 15 sets out the process that the Board must follow to consider its
decision. It must consider the advice and representations listed above, as well as any
other information that it considers relevant, and then decide whether to grant the
application. The Board may grant the application in whole or in part, and must give
notice in writing of its decision to the applicant, and publish this notice.
75.
Paragraph 16 states that the Board must give its decision within twelve
months, beginning with the day on which the application is made to the Board. The
Board may extend this decision period by issuing and publishing a notice, only after
consultation with the OFT, the Consumer Panel, and the senior judges, and after
obtaining the Secretary of State’s consent to the extension.
76.
Under paragraph 17, where an application is granted, the Board must
recommend to the Secretary of State that an order be made designating the body as an
approved regulator in relation to the appropriate reserved legal activity or activities.
Where the application relates to more than one reserved legal activity, the Board may
grant it in relation to all or some of those activities. The Board must publish its
recommendation. The Board must provide the Secretary of State with the advice
listed above and any further representations, as detailed in paragraph 13. Paragraph
18 allows the Secretary of State to request further information in order to make a
decision.
77.
The Secretary of State may then make an order in accordance with the
recommendation (or a part of it), or refuse to make such an order. Paragraph 19 sets
out the procedure for doing this. If the Secretary of State decides not to make an
order, he must give the applicant and the Board notice of that decision and of the
reasons for it, and publish this notice.
78.
Part 3 of the Schedule sets out how the regulatory arrangements of an
approved regulator must be approved. Paragraph 2 ensures that the regulatory
arrangements of the existing bodies are treated as approved at the time the new regime
comes into force. Paragraph 20 ensures that the regulatory arrangements of a body
are approved when it is designated by an order under Part 2. Part 3 deals with the
approval of alterations to the regulatory arrangements of an approved regulator.
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79.
If an approved regulator alters its regulatory arrangements, that will not have
effect until it is approved for the purposes of this Bill. An alteration can include an
addition to the arrangements, or a revocation of any part. Paragraph 21 allows for the
alteration to be approved:
• if it is approved under paragraph 20 of Part 2 of the Schedule (above),
• if it is approved under this Part of the Schedule,
• if it is an exempt alteration,
• if it is an alteration made in compliance with a performance targets
direction, as under clause 24,
• if it is approved under paragraph 18 of Schedule 10 (approval of licensing
rules), or
• if it is approved under Part 1 of Schedule 14 (qualifying regulators for
immigration advice and immigration services).
80.
Paragraph 22 sets out what an application by an approved regulator for an
alteration to its regulatory arrangements must consist of. Paragraph 23 sets out what
the Board must do on receipt of an application. It may grant the application, or it may
issue and publish a notice stating that it is considering whether to refuse the
application. In the second case the Board must seek advice as it considers
appropriate.
81.
Under paragraph 24, where the Board has given the approved regulator a
notice, the Board may invite such persons as it considers appropriate to give it advice
regarding whether the application should be granted. The consultees may, for the
purpose of giving advice, request that the approved regulator, or any other person,
provides additional specified information.
82.
The Board must give the approved regulator copies of any of the advice given
above. The approved regulator may make representations to the Board within 28
days, or such longer period as the Board allows, as specified in paragraph 25 of the
Schedule. The Board must make rules governing the making of representations.
83.
Paragraph 26 of the Schedule requires that once the period for representations
has passed, the Board must publish the advice and representations. This does not
prevent anyone who has given advice under paragraph 24, or made a representation
under paragraph 25, from publishing that material. Any publisher must, so far as
practicable, exclude any matter which relates to the private affairs of a particular
individual whose interests might be affected, seriously and prejudicially, by
publication.
84.
Paragraph 27 sets out the process that the Board must follow to consider its
decision. It must consider the advice and representations listed above, as well as any
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other information that it considers relevant, and then decide whether to grant the
application. The Board may grant the application in whole or in part, and must give
notice in writing of its decision to the applicant, and publish this notice. The Board
may refuse the application only if it is satisfied that one of the conditions set out in
sub-paragraph (3) is met. If the Board decided to refuse the application, it must
specify the reasons in its published notice.
85.
Paragraph 28 states that if the Board does not give the approved regulator
notice of its decision within the decision period (twelve months), then the application
is deemed to have been granted. The Board may extend the decision period with the
consent of the Secretary of State. The total decision period must not exceed eighteen
months.

Clause 16: Regulatory arrangements
86.
This clause defines the “regulatory arrangements” of bodies. These include
the arrangements made for the body to authorise persons to carry on reserved legal
activities, the body’s conduct rules, and disciplinary arrangements etc. The regulatory
arrangements do not include arrangements which are made in connection with any
role the body may have to represent or promote the interests of persons regulated by
it.

Clause 17: Continuity of existing rights to carry on reserved legal activities
87.

Schedule 4 sets out transitional arrangements for:
• those granted rights of audience or rights to conduct litigation by the bodies
listed in paragraph 1 of the Schedule,
• licensed conveyancers, subject to the conditions of paragraph 2 of the
Schedule,
• legal partnerships and conveyancing partnerships, as detailed in paragraph
3 of the Schedule.

88.
In addition, during the transitional period, which is determined by the
Secretary of State, every barrister, solicitor, legal executive, licensed conveyancer,
notary public, patent agent, and trade mark agent is deemed to have been authorised to
carry on certain reserved legal activities by their professional body, as listed in Part 2
of the Schedule.
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Clause 19: Extension of the reserved legal activities
89.
This clause allows the Secretary of State, by order, to extend the activities
within the scope of the definition of “relevant legal activities”, by amending clause 9
or Schedule 2. He can make this order only on the recommendation of the Board.
This will enable legal services to be regulated where it would be in consumers’
interests to do so.
90.
Schedule 6 sets out how the Board will do this. It also sets out the procedure
for determining whether a recommendation should be made under clause 21
(recommendations that activities should cease to be reserved legal activities).
91.

The Board can be requested by:
• the Secretary of State,
• the OFT,
• the Consumer Panel, or
• the senior judges acting jointly

to investigate whether the reserved legal activities should be extended, or if an activity
should cease to be a reserved legal activity. If such a request is made, preliminary
inquiries for an investigation by the Board may take up to three months, although this
can be extended by agreement with the Secretary of State. Anybody else may make a
request of this kind, although the Board is not then obliged to make preliminary
enquiries. The Board can also instigate investigations even if no request has been
made.
92.
Paragraph 5 enables the Board to seek advice from the OFT, and/or the
Consumer Panel before determining whether it is appropriate to hold an investigation.
If asked for advice, the OFT and the Consumer Panel must each give the Board such
advice as it sees fit. The OFT must, in particular, consider whether making a change
would, or would be likely to, restrict, distort or prevent competition in the market for
reserved legal services. The Consumer Panel must have regard to the likely impact
that making a change would have on consumers. Each may, for the purpose of giving
advice, ask any person to provide additional specified information.
93.
Paragraph 6 states that, if the Board seeks the advice of the senior judges, the
senior judges must then consider any advice received from the OFT or the Consumer
Panel, and then give such advice to the Board as each sees fit. The judges must, in
particular, have regard to the likely impact on the courts in England and Wales of the
making of an order or (as the case may be) provision in accordance with a
recommendation that an activity should cease to be a reserved legal activity. The
Board must consider, and publish, any advice given.
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94.
Under paragraph 8, if the Board has been asked to investigate by the Secretary
of State, OFT, Consumer Panel or the senior judges, it can refuse to hold a full
investigation only if it has consulted the OFT, the Consumer Panel, and the senior
judges, and the Board has received advice (or the periods within which that advice is
required to be given have expired). But unless the request for the investigation was
made by the Secretary of State, the Board can refuse only with the Secretary of State’s
consent.
95.
If the request proceeds to a full investigation, the Board must give notice of
this to the Secretary of State, the OFT, the Consumer Panel, and the senior judges.
The Board must publish this notice.
96.
Within twelve months the Board must produce and publish a report with its
provisional recommendation and reasons, as stated in paragraphs 10 and 11. The
Board may extend this investigation period by issuing and publishing a notice, only
after consultation with the OFT, the Consumer Panel, and the senior judges, and after
obtaining the Secretary of State’s consent to the extension.
97.
The Board may make rules governing the making of representations and the
giving of evidence. Paragraphs 12 to 14 set out what the Board must consider in
making these rules. Paragraph 18 permits the Board to pay such costs of a person, as
the Board considers reasonable, for the purpose of facilitating the giving of oral
evidence or representations.
98.
Paragraph 16 sets out the process that the Board must follow in making its
final report. It must decide:
• whether or not to make a recommendation to extend the reserved legal
activities, or
• whether or not to make a recommendation that an activity should cease to
be a reserved legal activity.
The Board must make its report within the “final reporting period”, as set out in
paragraph 17. Paragraph 16 requires the report to:
• set out the Board’s decision and reasons for it, and
• where applicable, its recommendation, and any statement of further
statutory changes that may be needed if an order is made in accordance
with the recommendation.
99.
The Board must give a copy of this report to the Secretary of State, and
publish the report.
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100. Clause 19 provides that the Secretary of State must consider the report and
publish a decision. Where he decides not to make an order that the Board has
recommended, he must state his reasons. He will not be able to make an order where
the Board has recommended that he should not, nor will he be able to amend an order
that the Board has recommended. This Bill does not give the Secretary of State the
power to make changes on his own initiative (including amending Board
recommendations as they are implemented). This would require separate legislation.

Clause 20: Provisional designation as approved regulators and licensing
authorities
101. Subsection (1) of this clause allows the Secretary of State to designate a body
“approved” in preparation for the bringing of a legal activity into the group of
reserved legal activities. This may be done under Part 2 of Schedule 5, which is
explained under clause 15 above, or Part 1 of Schedule 10, which is explained under
clause 61 below. This means that a regulator will be ready to operate as soon as the
order comes into effect. Subsection (3) allows persons or bodies to apply to be
authorised while a regulator’s designation is still provisional, and also enables persons
to be deemed to be authorised during a transitional period after a new activity
becomes a reserved legal activity.

Clause 21: Recommendations that activities should cease to be reserved legal
activities
102. This clause enables the Board to recommend to the Secretary of State that an
activity should cease to be a reserved legal activity. The applicable procedure is set
out in Schedule 6. This Schedule is explained above, under clause 19. The Bill does
not empower the Secretary of State to implement the recommendation by order;
separate legislation would be required for this.

PART 4: REGULATION OF APPROVED REGULATORS

103. This Part of the Bill sets out the general duties of approved regulators, and the
powers that the Board has to ensure that these duties are being carried out. It details
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how the Board can intervene when there is a problem, the procedures that it must
follow, and the bodies that it must consult before exercising its powers. The Board’s
powers include target setting, censure, financial penalties, and direct intervention in
the approved regulator’s regulation of its members.

Background
104. Sir David Clementi’s 2004 Review8 identified a “regulatory maze”, and
proposed that an independent oversight regulator be established to simplify regulation
and ensure that the system was clear to consumers. The Government’s White Paper,
The Future of Legal Services: Putting Consumers First 9 set out how this oversight
regulator should operate: it should authorise approved regulators to carry out day-today regulation, and it would also need to be able to act if these approved regulators
fail.
105. The White Paper stated that in most cases the Board would want to work
alongside regulators to help them improve where areas of weakness have been
identified. However, where a regulator continued to fail, the Board would be able to
remove authorisation in a particular area or areas of regulation, and either identity an
alternative regulator, or carry out the regulatory functions itself.
106. This means that the oversight regulator will need to be able to exercise the
following powers to:
• require regulators to provide it with information (subject to
privacy/confidence) to carry out its duties, where, for example, it wishes to
determine whether a regulator has performed its regulatory duties;
• issue regulatory guidance to regulators,
• set regulatory targets for regulators and to monitor compliance,
• direct a regulator to take specific regulatory action, and
• direct a regulator to change its regulatory arrangements.
107. The Board’s power to issue guidance is to be found in clause 134. This Part of
the Bill provides for these other powers.

8

Clementi, 2004b

9

Department for Constitutional Affairs, 2005
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Clause 23: Approved regulator’s duty to promote the regulatory objectives etc
108. In discharging its regulatory functions, an approved regulator will have a duty
to comply with the requirements set out in clause 1, in a way which it considers most
appropriate.

Clause 24: Performance targets and monitoring
109. The Board may set, or direct an approved regulator to set, performance targets
relating to the performance of the approved regulator’s regulatory functions, as set out
in clause 22. For example, where an approved regulator is failing to deal with
misconduct cases quickly, the Board may set targets in relation to how long
consideration of a misconduct case should take. An approved regulator must publish
any target set by it pursuant to a direction made by the Board, and may monitor the
extent to which a target is being, or has been, met. An approved regulator must
publish any target it sets in response to a Board direction.

Clause 25: Directions
Clause 26: Directions: procedure
110.

Under clause 25, where the regulator has failed to:
• perform its functions,
• meet its targets,
• comply with any other requirement, or
• ensure that its regulatory functions are not prejudiced by the representation
or promotion of the interests of persons regulated by it,

the Board may direct it to take steps to remedy the failure. It must publish any
direction that it issues to the regulator.
111. Subsection (2) of clause 25 sets out the scope for a direction. A direction may
only require an approved regulator to take steps which it has power to take, and it may
require the regulator to take steps with a view to the modification of any part of its
regulatory arrangements. For example, a regulator may propose to take steps that the
Board deems disproportionate or inefficient to enforce its regulatory objectives, such
as legal action or judicial review, when more cost-effective and less resource/time
intensive alternatives are available.
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112. The Board can monitor compliance with a direction, and it may revoke a
direction by giving notice to the regulator, and publishing the notice.
113. Under clause 26, when the Board gives a direction to a regulator to take
specific steps, the procedure set out in Schedule 7 must apply.
114. Schedule 7 requires that the Board notifies the approved regulator of the
proposed direction, and seeks advice in respect of the direction. Paragraph 2 of the
Schedule details the steps that the Board must take to notify the approved regulator.
This includes the format of the notice, its purpose, and the period within which
representations and objections may be made to the Board. The Board must make
rules governing the making and reporting of representations.
115. The Board has a duty to seek advice. Paragraph 3 requires that the Board must
give a copy of the warning notice, accompanying material, and any information
provided under paragraph 2 to:
• the Secretary of State,
• the OFT,
• the Consumer Panel,
• each of the senior judges, and
• such other persons as the Board considers it reasonable to consult in respect
of the proposed direction.
116. Paragraph 9 allows the consultees, for the purpose of giving advice, to request
that the approved regulator, or any other person, provide additional specified
information.
117.

Paragraphs 4 to 8 set out how each party must consider the proposed direction:
• The Secretary of State must give advice to the Board in respect of the
proposed direction, as he thinks fit.
• The OFT and the Consumer Panel must each give the Board such advice as
it sees fit. The OFT must, in particular, consider whether giving the
proposed direction would, or be likely to, restrict, distort or prevent
competition within the market for reserved legal services. The Consumer
Panel must have regard to the likely impact that giving the direction would
have on consumers.
• Those other persons whom the Board considers it reasonable to consult
may give advice in respect of the proposed direction.
• The senior judges must then consider this advice, and then give advice to
the Board regarding whether the direction should be given, as each sees fit.
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The judges must, in particular, have regard to the likely impact on the
courts in England and Wales of the proposed direction.
118. The Board must give the approved regulator copies of any of the advice given
above. The approved regulator may make representations to the Board within 28
days, or such longer period as the Board may specify, as specified in paragraph 10 of
the Schedule. The Board must make rules governing the making of representations.
119. Paragraph 11 of the Schedule requires that once the period for representations
has passed, the Board must publish the advice and representations. This does not
prevent anyone who has given advice under paragraphs 4 to 8, or made a
representation under paragraph 10, from publishing that material. Any publisher
must, so far as practicable, exclude any matter which relates to the private affairs of a
particular individual whose interests might be affected, seriously and prejudicially, by
publication.
120. Paragraph 12 sets out the process that the Board must follow to consider its
decision. It must consider the advice and representations listed above, as well as any
other information that it considers relevant. The Board must decide whether to give
the approved regulator the proposed direction, give notice in writing of its decision to
the approved regulator, and publish this notice. The notice should contain the
direction, the Board’s reason for this, and the time at which the direction is to take
effect.

Clause 28: Public censure
Clause 29: Public censure: procedure
121. If an approved regulator has failed to perform any of its regulatory functions to
an adequate standard, or meet a performance target or comply with a direction given
by the Board, or has failed to meet any other requirement imposed on it, then the
Board may publicly censure the approved regulator. Clause 29 sets out the procedure
for this.

Clause 30: Financial penalties
Clause 31: Financial penalties: penalties
122. If an approved regulator has failed to perform any of its regulatory functions to
an adequate standard, or meet a performance target set under subsection (1) of clause
24, or comply with a direction given by the Board, or has failed to meet any other
requirement imposed on it by the Bill, then the Board may impose a financial penalty
on the approved regulator, of such an amount as it considers appropriate. The penalty
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is payable to the Board. The Board must, with the consent of the Secretary of State,
set a maximum amount for this. Clause 31 sets out the procedure.

Clause 32: Appeals against financial penalties
123. An approved regulator can appeal against a penalty on the grounds that the
penalty was not within the power of the Board or that the Board has not complied
with the procedure. It can make an application to the High Court, which can quash
the penalty, substitute a different amount or, where the penalty is payable by
instalments, vary the time by which the penalty must be paid.

Clause 33: Recovery of financial penalties
124. Where an approved regulator has not paid a financial penalty, the Board has
the power to recover the penalty, and any interest, as a civil debt payable to the Board.
This clause sets out the circumstances in which it can do this. If all or part of a
penalty is not paid by the time specified, the unpaid balance carries interest. A
penalty does not have to be paid if a judgement has not yet been made on an appeal
made in relation to it, or if an application to change the payment date is outstanding.

Clause 34: Intervention directions
125. This clause sets out the definition, scope and conditions under which the
Board can impose intervention directions on an approved regulator in relation to their
regulatory functions, as set out in clause 22. An intervention direction is a direction
that the Board will exercise one or more of the approved regulator’s regulatory
functions and that the approved regulator must comply with any instructions of the
Board in the exercise of these functions.
126. Subsection (3) explains that the Board may intervene if the approved regulator
has failed to perform any of its regulatory functions to an adequate standard (or at all),
or has failed to comply with any requirement imposed on it by this Bill or any other
enactment, or if the Board is satisfied that, were the approved regulator to apply for
approval now, it would fail in its application. Subsection (1) allows the Board to do
this, in the form of an intervention direction. The Board must not give an intervention
direction unless it is satisfied that the approved regulator’s failures cannot be
adequately addressed by the exercise of the powers available under clauses 24 to 33.
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127. Where the Board exercises its powers under an intervention direction, it will
be able to nominate a person or persons to carry out the regulatory function. The
Board may also require the approved regulator to comply with any instructions set by
the Board or the nominated person.
128. Subsection (6) refers to Part 1 of Schedule 8, which sets out the procedure for
giving an intervention direction.
129. Paragraph 2 of Part 1 of the Schedule details the steps that the Board must take
to notify the approved regulator that it will intervene. This includes the format of the
warning notice, where it must be published, and the period within which
representations and objections may be made to the Board. The Board must make
rules governing the making and reporting of representations.
130. The Board has a duty to seek advice. Paragraph 3 requires that the Board must
give a copy of the warning notice, accompanying material, and any information
provided under paragraph 2 to:
• the Secretary of State,
• the OFT,
• the Consumer Panel,
• each of the senior judges, and
• such other persons as the Board considers it reasonable to consult in respect
of the proposed intervention direction.
131. Paragraph 9 allows the consultees, for the purpose of giving advice, to request
that the approved regulator, or any other person, provide additional specified
information.
132. Paragraphs 4 to 8 set out how each party must consider the proposed
intervention direction:
• The Secretary of State must give advice to the Board in respect of the
proposed intervention direction, as he thinks fit.
• The OFT and the Consumer Panel must each give the Board such advice as
it sees fit. The OFT must, in particular, consider whether giving the
proposed intervention direction would, or be likely to, restrict, distort or
prevent competition within the market for reserved legal services. The
Consumer Panel must have regard to the likely impact that giving the
proposed intervention direction would have on consumers.
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• Those other persons whom the Board considers it reasonable to consult
may give advice in respect of the proposed intervention direction.
• The senior judges must then consider this advice, and then give advice to
the Board regarding whether the intervention direction should be given, as
each sees fit. The judges must, in particular, have regard to the likely
impact of the proposed intervention direction on the courts in England and
Wales.
133. The Board must give the approved regulator copies of any of the advice given
above. The approved regulator may make representations to the Board within 28
days, or such longer period as the Board may specify, as specified in paragraph 10 of
the Schedule. The Board must make rules governing the making of representations.
134. Paragraphs 10 and 11 of the Schedule require that once the period for
representations has passed, the Board must publish the advice and representations.
This does not prevent anyone who has given advice under paragraphs 4 to 8, or made
a representation under paragraphs 2 or 10, from publishing that material. Any
publisher must, so far as practicable, exclude any matter which relates to the private
affairs of a particular individual whose interests might be affected, seriously and
prejudicially, by publication.
135. Paragraph 12 sets out the process that the Board must follow when making its
decision. It must consider the advice and representations listed above, as well as any
other information that it considers relevant. The Board must then decide whether to
give the approved regulator the proposed intervention direction (or an amended
intervention direction), give notice in writing of its decision to the approved regulator,
and publish this notice. The notice should contain the direction, the Board’s reason
for this, the nature of any amendments to the direction (if applicable), and the time at
which the direction is to take effect.

Clause 35: Intervention directions: further provision
136. Under an intervention direction the approved regulator must give the Board, or
a person nominated by the Board, all such assistance as it is reasonably able to give,
to allow the Board, or nominated person, to pursue the direction through the exercise
of the function. In performing the function to which the direction relates, the Board,
or specified person, is entitled to exercise the powers set out in subsection (4) and (5).
These include the right of entry to the premises of the approved regulator, and a
power to inspect or take copies of documents kept by the approved regulators.
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Clause 37: Revocation of an intervention direction
137. An intervention direction has effect until such time as it is revoked by the
Board. Part 2 of Schedule 8 contains the procedure to revoke intervention directions.
138. Paragraph 13 of the Schedule states that where an intervention direction has
effect in respect of a regulatory function of an approved regulator, as defined under
clause 22, the regulator can apply to the Board for the Board to revoke the direction,
or the Board can give notice to the regulator that it intends to revoke the direction.
139. Applications by approved regulators to revoke the direction must be in a form
and manner set out by the Board, and must be accompanied by such material as the
approved regulator considers appropriate.
140. The Board has a duty to seek advice. Paragraph 14 requires that in both
revocation cases, the Board must give a copy of the application or notice,
accompanying material, and any information provided under paragraph 13 to:
• the Secretary of State,
• the OFT,
• the Consumer Panel,
• each of the senior judges, and
• such other persons as the Board considers it reasonable to consult in respect
of the proposed revocation.
141. Paragraph 20 allows the consultees, for the purpose of giving advice, to
request that the approved regulator, or any other person, provide additional specified
information.
142. Paragraphs 15 to 19 set out how each party must consider the proposed
revocation:
• The Secretary of State must give advice to the Board in respect of the
proposed revocation, as he thinks fit.
• The OFT and the Consumer Panel must each give the Board such advice as
it sees fit. The OFT must, in particular, consider whether the proposed
revocation would, or be likely to, restrict, distort or prevent competition
within the market for reserved legal services. The Consumer Panel must
have regard to the likely impact that the proposed revocation would have
on consumers.
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• The senior judges must then consider this advice, and then give advice to
the Board regarding the proposed revocation, as each sees fit. The judges
must, in particular, have regard to the likely impact on the courts in
England and Wales, which revoking the intervention direction would have.
143. The Board must give the approved regulator a copy of any of the advice given
above, and publish that advice. The approved regulator may make representations to
the Board within 28 days, or an agreed period, as specified in paragraph 21 of the
Schedule. The Board may allow any other person to make written or oral
representations about the advice, and it must make rules governing the making of
representations.
144. Paragraphs 21 and 22 of the Schedule explain that once the period for
representations has passed, the Board must publish the advice and representations.
This does not prevent anyone who has given advice under paragraphs 15 to 19, or
made a representation under paragraph 21, from publishing that material. Any
publisher must, so far as practicable, exclude any matter which relates to the private
affairs of a particular individual whose interests might be affected, seriously and
prejudicially, by publication.
145. Paragraph 23 sets out the process that the Board must follow to consider its
decision. It must consider the advice and representations listed above, as well as any
other information that it considers relevant. The Board must then decide whether to
revoke the intervention direction, give notice in writing of its decision to the approved
regulator, and publish this notice. The notice should contain the revocation, the
Board’s reason for this, and the time at which the revocation is to take effect.

Clause 38: Cancellation of designation as approved regulator
146. If the Board recommends it, the Secretary of State may, by making an order,
cancel a body’s designation as an approved regulator in relation to one or more of the
reserved legal activities for which it is designated.
147. Under subsection (3), if a body applies to the Board to have its designation as
an approved regulator cancelled, and the Board is satisfied that the rules that it has set
for this process have been met, then the Board must make such a recommendation to
the Secretary of State.
148. Under subsection (5), the Board may recommend that a cancellation order is
made if it satisfied that the conditions listed at subsection (6) are met, and that it is
appropriate to cancel the body’s designation. The Board must specify the reasons in
its recommendation. Under subsection (7), the Board may not determine that it is
appropriate to cancel the designation unless it is satisfied that the body’s failures
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cannot be adequately addressed by the Board exercising the powers available to it
under this Part of the Bill (for example, giving intervention directions).
149. Schedule 9 applies where the Board considers that it may be appropriate for it
to make a recommendation under subsection (4). It requires that the Board notifies
the body of the proposed recommendation, and seeks advice in respect of the
recommendation.
150. Paragraph 2 of the Schedule details the steps that the Board must take to notify
the approved regulator that it is considering making a recommendation to cancel
approval. This includes the format of the notice, where it must be published, and the
period within which representations and objections may be made to the Board.
151. The Board has a duty to seek advice. Paragraph 3 requires that the Board must
give a copy of the warning notice, accompanying material, and any information
provided under paragraph 2 to:
• the Secretary of State,
• the OFT,
• the Consumer Panel,
• each of the senior judges, and
• such other persons as the Board considers it reasonable to consult in respect
of the proposed recommendation.
152. Paragraph 9 allows the consultees, for the purpose of giving advice, to request
that the approved regulator, or any other person, provide additional specified
information.
153. Paragraphs 4 to 8 set out how each party must consider the proposed
recommendation:
• The Secretary of State must give advice to the Board in respect of the
proposed recommendation, as he thinks fit.
• The OFT and the Consumer Panel must each give the Board such advice as
it sees fit. The OFT must, in particular, consider whether the proposed
cancellation would, or be likely to, restrict, distort or prevent competition
within the market for reserved legal services. The Consumer Panel must
have regard to the likely impact that the proposed cancellation would have
on consumers.
• Those other persons whom the Board considers it reasonable to consult
may give advice in respect of the proposed recommendation.
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• The senior judges must then consider this advice, and then give advice to
the Board regarding whether the recommendation should be given, as each
sees fit. The judges must, in particular, have regard to the likely impact of
the proposed cancellation on the courts in England and Wales.
154. The Board must give the approved regulator a copy of any of the advice given
above, and publish that advice. The approved regulator may make representations to
the Board within 28 days, or any longer period specified by the Board, as specified in
paragraph 10 of the Schedule. The Board may allow any other person to make written
or oral representations about the advice, and it must make rules governing the making
of representations.
155. Paragraphs 10 and 11 of the Schedule explain that once the period for
representations has passed, the Board must publish the advice and representations.
This does not prevent anyone who has given advice under paragraphs 4 to 8, or made
a representation under paragraph 10, from publishing that material. Any publisher
must, so far as practicable, exclude any matter which relates to the private affairs of a
particular individual whose interests might be affected, seriously and prejudicially, by
publication.
156. Paragraph 12 sets out the process that the Board must follow to consider its
decision. It must consider the advice and representations listed above, as well as any
other information that it considers relevant. The Board must then decide whether to
make the proposed recommendation, give notice in writing of its decision to the
approved regulator, and publish this notice. The notice should contain the
recommendation and the Board’s reason for this.
157. The Secretary of State may decide not to make an order in response to a
recommendation under subsection (3) or (5). In such a case, he must give notice of
the decision and reasons for it to the Board, and publish this notice.

Clause 39: Supplementary provision relating to cancellation of a designation
158. This clause allows the Secretary of State to make transfer arrangements when
a body has its designation in relation to one or more reserved legal activities cancelled
by an order. This allows each person regulated by the body, and who consents to the
arrangements, to be treated as having a right to carry on each protected activity
granted by:
• a relevant approved regulator, in relation to the protected activity, who
consents to the transfer arrangements, or
• if there is no such regulator, the Board acting in its capacity as a relevant
approved regulator in relation to the protected activity, as under clause 51.
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Such a person is subject to the regulatory arrangements of the new regulator.
159. This clause also allows money raised from practising fees and held by the old
regulator to be paid to the new regulator and treated in the same way as if the money
had been raised by the new regulator by way of practising fees.

Clause 41: The Board’s policy statements
Clause 42: Policy statement: procedure
160. Clause 41 requires the Board to prepare and issue a policy statement
concerning its functions and remit. The Board may also issue a statement of policy
with respect to any other matter, where it considers it appropriate, for example, where
it seeks to achieve a regulatory objective.
161. The Board shall make policy statements in relation to powers over an
approved regulator, as set out in subsections (1)(a) to 1(f).
162. Before the Board issues a policy statement, as above, it must publish a
proposed statement in draft, and allow representations to be made concerning it.
Clause 42 outlines the procedure for this.

Clause 43: Control of practising fees by approved regulators
163. This clause enables the purposes for which amounts raised by practising fees
can be applied to be restricted by rules made by the Board. The rules must make the
provision required by subsection (3). It also enables the Board to control the level of
practising fees. For these purposes practising fees include fees payable by licensed
bodies under paragraph 22 of Schedule 11.

Clause 45: Enforcement of notices under section 44
164. This clause explains which measures could be used, should an approved
regulator fail to comply with a notice issued by the Board under subsection (2) of
clause 44. Subsection (2) of clause 44 states that the Board will have the option to
obtain a High Court order for the approved regulator to comply with the original
notice that was issued by the Board.
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Clause 46: Reports by the OFT
Clause 47: The Board’s response to OFT report
Clause 48: Referral of report by the Secretary of State
Clause 49: Duties of the Competition Commission
Clause 50: Secretary of State’s power to give directions
165. These clauses set out duties that the OFT and the Competition Commission
have to investigate an approved regulator. Under clause 46, the OFT may investigate
if it believes that the regulator’s regulatory arrangements restrict, distort, or prevent
competition within the reserved legal services market, to a significant extent. Clause
47 details how the Board should respond. Clause 48 and clause 49 set out the
procedure should the OFT believe that the Board has not given the OFT’s report full
and proper consideration. The OFT may give a copy of the report to the Secretary of
State, who must, in turn, give a copy of the report to the Competition Commission.
The Competition Commission must then make its own report (unless it judges that
this would serve no useful purpose).
166. Following the OFT’s report (and the Competition Commission’s report, where
applicable), the Secretary of State may direct the Board to take such action as the
Secretary of State considers appropriate.

Clause 51: The Board as an approved regulator
Clause 52: The Board’s designation under section 51(1)(a)
Clause 53: Modification of the Board’s functions under section 51(1)(b)
Clause 54: Cancellation of the Board’s designation under section 51(1)(c)
Clause 55: The Board’s power to recommend orders made under section 57
167. Clause 51 states that the Secretary of State may, after a recommendation by
the Board:
• designate the Board as an approved regulator in relation to one or more
reserved legal activities;
• modify the functions of the Board, with a view to enabling the Board to
discharge its functions as an approved regulator effectively and efficiently;
and
• cancel the Board’s designation as an approved regulator in relation to one
or more reserved legal activity.
Clauses 52, 53, and 54 respectively provide for the detail of these three types of order.
168. Subsections (1) to (3) of clause 51 make provision for any orders the Secretary
of State may make, and subsection (4) states that in discharging its functions as an
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approved regulator, the Board must take appropriate steps to ensure appropriate
financial and organisational separation in the Board’s activities.
169. Clause 55 enables the Board to recommend to the Secretary of State that he
make such an order, and sets out the process that the Board must follow in order to
make such a recommendation.

PART 5: ALTERNATIVE BUSINESS STRUCTURES

170. This Part of the Bill makes provision for new, alternative business structures in
legal services. This means that lawyers and non-lawyers will be able to form legal
partnerships and companies. Where non-lawyers act as partners, directors or owners
of a firm, the firm will need to operate as a licensed body in accordance with the
provisions described here. This Part also sets out how the Board can operate as a
licensing authority for alternative business structures, and how other licensing
authorities can be established. It defines the methods for constructing rules and
procedures for the regulation of alternative business structures.
171. The term “alternative business structure” or “ABS firm” refers to any structure
that could potentially deliver a reserved legal service, other than the structures
currently allowed to do so in private practice. Examples (some of which are already
permitted) include: multi-disciplinary partnerships, limited liability partnerships,
unlimited liability incorporated practices, private limited companies, public limited
companies and mutual societies.

Background
172. Historically, there have been a number of statutory restrictions on the type of
business structures through which legal services may be provided. Some existing
regulators prohibit lawyers from entering into partnership with non-lawyers. They
also place restrictions on unregulated persons being formally involved in the
management of these businesses, and unregulated persons having any stake in the
ownership of such businesses.
173. In March 2001, the Office of Fair Trading identified a number of rules of the
legal profession that were potentially unduly restrictive, and that might have negative
37

These notes refer to the draft Legal Services Bill
as published on 24 May 2006
implications for consumers.10 The OFT recommended that rules governing the legal
professions should be fully subject to competition law and that unjustified restrictions
on competition should be removed. In his 2004 Review,11 Sir David Clementi
recommended the “facilitation of legal disciplinary practices, to allow different kinds
of lawyers and non-lawyers to work together”.
174. In 2005 the Government published a White Paper, The Future of Legal
Services: Putting Consumers First.12 It proposed alternative business structures
(ABS), which would allow different types of lawyers (for example, solicitors and
barristers), and lawyers and non-lawyers, to work together on an equal footing in an
ABS firm. It identified potential benefits for consumers and legal services providers:
“Potential benefits for consumers:
•

more choice: consumers will have greater flexibility in deciding from where to obtain
legal and some non-legal services.

•

reduced prices: consumers should be able to purchase some legal services more cheaply.
This should arise where ABS firms realise savings through economies of scale and reduce
transaction costs where different types of legal professionals are part of the same firm.

•

better access to justice: ABS firms might find it easier to provide services in rural areas or
to less mobile consumers.

•

improved consumer service: consumers may benefit from a better service where ABS
firms are able to access external finance and specialist non-legal expertise.

•

greater convenience: ABS firms can provide one-stop-shopping for related services, for
example car insurance and legal services for accident claims.

•

increased consumer confidence: higher consumer protection levels and an increase in the
quality of legal services could flow from ABS firms which have a good reputation in
providing non-legal services. These firms will have a strong incentive to keep that
reputation when providing legal services.”

“Potential benefits for legal service providers:
•

increased access to finance: at present, providers can face constraints on the amount of
equity, mainly debt equity, they can raise. Allowing alternative business structures will
facilitate expansion by firms (including into international markets) and investment in
large-scale capital projects that increase efficiency.

10

OFT, 2001

11

Clementi, 2004b

12

Department for Constitutional Affairs, 2005
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•

better spread of risk: a firm could spread its risk more effectively among shareholders.
This will lower the required rate of return on any investment, facilitate investment and
could deliver lower prices.

•

increased flexibility: non-legal firms such as insurance companies, banks and estate agents
will have the freedom to realise synergies with legal firms by forming ABS firms and
offering integrated legal and associated services.

•

easier to hire and retain high-quality non-legal staff: ABS firms will be able to reward
non-legal staff in the same way as lawyers.

•

more choice for new legal professionals: ABS firms could contribute to greater diversity
by offering those who are currently under-represented more opportunities to enter and
remain within the profession.”

175. This Part of the Bill makes provision to enable new structures to be formed
which include both lawyers and non-lawyers. Prospective ABS firms (referred to in
the Bill as “licensed bodies”) will have to be licensed by a “licensing authority”
(either an approved regulator that has successfully applied to become a licensing
authority, or the Board itself). Existing regulators of legal services will be able to
apply to the Board for permission to be licensing authorities. If things go wrong,
consumers will be able to complain in the usual way: first through the firm’s in-house
complaints arrangements, and if necessary, to the new Office for Legal Complaints.
176. The not for profit sector will fall within the regulatory scope of the ABS
licensing scheme. Licensing authorities will have the power to adopt different rules
for not for profit organisations, and to waive or modify the rules in specific cases
where it is appropriate to do so.

Clause 60: Licensing authorities and relevant licensing authorities
177. This clause defines a licensing authority. The Board is a licensing authority in
relation to all reserved legal activities. An approved regulator can also be a licensing
authority in relation to one or more reserved legal activities, if it is designated as such
by the Secretary of State, under Part 1 of Schedule 10, explained under clause 61
below, and if it has licensing rules approved for the purposes of this Bill.

Clause 61: Designation of approved regulator as licensing authority
178. This clause refers to Part 1 of Schedule 10. This makes provision for
approved regulators to be designated, by order, as licensing authorities in relation to
one or more reserved legal activities.
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179. Under paragraph 1, a body may apply to the Board for the Board to
recommend to the Secretary of State that the applicant be designated as a licensing
authority for one or more of those activities. Sub-paragraph (4) sets out the form that
this application must take. Paragraph 2 requires the Board to make rules about the
procedures and criteria that it will apply when determining whether to refuse to
consider, or to continue its consideration of, an application.
180. The Board has a duty to seek advice before making a recommendation.
Paragraph 3 requires that the Board must give a copy of the application and
accompanying material to:
• the Secretary of State,
• the OFT,
• the Consumer Panel,
• the senior judges, and
• such other persons as the Board considers it reasonable to consult regarding
the application.
181. Paragraph 9 allows the consultees, for the purpose of giving advice, to request
that the applicant, or any other person, provide additional specified information.
182.

Paragraphs 4 to 8 set out how each party must consider the application:
• The Secretary of State must give advice to the Board in respect of the
application, as he thinks fit.
• The OFT and the Consumer Panel must each give the Board such advice as
it sees fit. The OFT must, in particular, consider whether making an order
in accordance with the recommendation applied for would, or be likely to,
restrict, distort or prevent competition within the market for reserved legal
services. The Consumer Panel must have regard to the likely impact that
such an order would have on consumers.
• Those other persons whom the Board considers it reasonable to consult
may give advice in respect of the application.
• The senior judges must then consider this advice, and then give advice to
the Board regarding whether the application should be granted, as each sees
fit. The judges must, in particular, have regard to the likely impact on the
courts in England and Wales of the making of such an order.

183. The Board must give the applicant a copy of any of the advice given above.
The applicant may make representations to the Board within 28 days, or an agreed
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period, as specified in paragraph 10 of the Schedule. The Board must make rules
governing the making of representations.
184. Paragraph 11 of the Schedule requires that once the period for representations
has passed, the Board must publish the advice and representations. This does not
prevent anyone who has given advice under paragraphs 4 to 8, or made a
representation under paragraph 10, from publishing that material. Any publisher
must, so far as practicable, exclude any matter which relates to the private affairs of a
particular individual whose interests might be affected, seriously and prejudicially, by
publication.
185. The Board must make rules specifying how it will determine applications.
Paragraph 12 sets out what the rules must provide for when the Board is considering
an application.
186. Paragraph 13 sets out the process that the Board must follow to consider its
decision. It must consider the advice and representations listed above, as well as any
other information that it considers relevant, and then decide whether to grant the
application. The Board may grant the application in whole or in part, and must give
notice in writing of its decision to the applicant, and publish this notice.
187. Paragraph 14 states that the Board must give its decision within twelve
months, beginning with the day on which the application is made to the Board. The
Board may extend this decision period by issuing and publishing a notice, only after
consultation with the OFT, the Consumer Panel, and the senior judges, and after
obtaining the Secretary of State’s consent to the extension.
188. Under paragraph 15, where an application is granted, the Board must
recommend to the Secretary of State that an order be made designating the body as a
licensing authority in relation to the appropriate reserved legal activity or activities.
The Board must publish this recommendation. The Board must provide the Secretary
of State with the advice listed above and any further representations, as detailed in
paragraph 11. Paragraph 16 allows the Secretary of State to request further
information in order to make a decision.
189. The Secretary of State may then make an order in accordance with the
recommendation (or part of it), or refuse to make such an order. Paragraph 17 sets out
the process for doing this. If the Secretary of State decides not to make an order, he
must give the applicant and the Board notice of that decision and of the reasons for it,
and publish this notice.
190. Paragraph 18 provides that the body’s proposed licensing rules are to be
treated as having been approved by the Board, where an order has been made by the
Secretary of State.
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Clause 63: Cancellation of designation as licensing authority by order
191. If the Board recommends it, the Secretary of State may, by making an order,
cancel an approved regulator’s designation as a licensing authority in relation to one
or more of the reserved legal activities for which it is designated.
192. Under subsection (3), if an approved regulator applies to the Board to have its
designation as a licensing authority cancelled, and the Board is satisfied that the rules
that it has set for this process have been met, then the Board must make such a
recommendation to the Secretary of State.
193. Under subsection (5), the Board may recommend that a cancellation order is
made if it satisfied that the conditions listed at subsection (6) are met, and that it is
appropriate to cancel the approved regulator’s designation. The Board must specify
the reasons in its recommendation. Under subsection (8), the Board may not
determine that it is appropriate to cancel the designation unless it is satisfied that the
licensing authority’s failures cannot be adequately addressed by the Board exercising
the powers available to it under Part 4 of the Bill (for example, intervention).
194. Part 2 of Schedule 10 applies where the Board considers that it may be
appropriate for it to make a recommendation under subsection (5). It requires that the
Board notifies the licensing authority of the proposed recommendation, and seeks
advice in respect of the recommendation.
195. Paragraph 20 of the Schedule details the steps that the Board must take to
notify the licensing authority. This includes the format of the notice, its purpose, and
the period within which representations and objections may be made to the Board.
The Board must make rules governing the making of representations, and the
reporting of these.
196. The Board has a duty to seek advice. Paragraph 21 requires that the Board
must give a copy of the warning notice, accompanying material, and any information
provided under paragraph 20 to:
•

the Secretary of State,

•

the OFT,

•

the Consumer Panel,

•

each of the senior judges, and

•

such other persons as the Board considers it reasonable to consult in
respect of the proposed recommendation.
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197. Paragraph 27 allows the consultees, for the purpose of giving advice, to
request that the licensing authority, or any other person, provide additional specified
information.
198. Paragraphs 22 to 26 set out how each party must consider the proposed
recommendation:
•

The Secretary of State must give advice to the Board in respect of the
proposed recommendation, as he thinks fit.

•

The OFT and the Consumer Panel must each give the Board such advice as it
sees fit. The OFT must, in particular, consider whether cancelling the
licensing authority’s designation would, or be likely to, restrict, distort or
prevent competition within the market for reserved legal services. The
Consumer Panel must have regard to the likely impact that cancelling the
designation would have on consumers.

•

Those other persons whom the Board considers it reasonable to consult may
give advice in respect of the proposed recommendation.

•

The senior judges must then consider this advice, and then give advice to the
Board regarding whether the recommendation should be given, as each sees
fit. The judges must, in particular, have regard to the likely impact of
cancelling the designation on the courts in England and Wales.

199. The Board must give the licensing authority a copy of any of the advice given
above. The licensing authority may make representations to the Board within 28
days, or such longer period as the Board may specify, as specified in paragraph 28 of
the Schedule. The Board must make rules governing the making of representations.
200. Paragraph 29 of the Schedule requires that once the period for representations
has passed, the Board must publish the advice and representations. This does not
prevent anyone who has given advice under paragraphs 22 to 26, or made a
representation under paragraph 28, from publishing that material. Any publisher
must, so far as practicable, exclude any matter which relates to the private affairs of a
particular individual whose interests might be affected, seriously and prejudicially, by
publication.
201. Paragraph 30 sets out the process that the Board must follow to consider its
decision. It must consider the advice and representations listed above, as well as any
other information that it considers relevant, and then decide whether to make the
proposed recommendation. The Board must give notice in writing of its decision to
licensing authority, and publish this notice. The notice should contain the
recommendation and the Board’s reason for this.
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202. Clause 63 provides that if the Secretary of State decides not to make an order
in response to a recommendation under subsection (3) or (5) he must give notice of
the decision and reasons for it to the Board, and publish this notice.

Clause 64: Supplementary provision relating to cancellation of a designation
203. This clause allows the Secretary of State to make transfer arrangements when
a licensing authority has its designation in relation to one or more reserved legal
activities cancelled by an order. This allows each body regulated by the licensing
authority, and who consents to the arrangements, to be treated as having a right to
carry on each protected activity granted by virtue of a licence issued under this Part by
a licensing authority, in relation to the protected activity, which consents to the
transfer arrangements.
204.

Such a body is subject to the licensing rules of the new licensing authority.

Clause 65: The Board’s power to recommend orders made under section 64
205. This clause sets out the process that the Board must take if it wishes to
recommend to the Secretary of State that the Secretary of State make an order to
cancel a licensing authority’s designation.

Clause 66: Licensing rules
206. Each licensing authority must have licensing rules. The Board (acting in its
capacity as a licensing authority) must make licensing rules within a year of a date
appointed by the Secretary of State. The Board (acting otherwise than in its capacity
as a licensing authority or as an approved regulator) then needs to approve the making
or modifying of licensing rules. Approved regulators may make licensing rules at any
time, but they will have effect only when the approved regulator is a licensing
authority and its rules have been approved by the Board. Subsections (4) and (5) set
out the purpose and scope of licensing rules. Licensing rules must make the
provisions required by Schedule 11.
207. Schedule 11 makes provision for licensing rules. Part 1 of the Schedule sets
out the licensing procedure. Paragraphs 1 to 5 require that a licensing authority make
rules for an application for a licence, or renewal of a licence. These must make
provision about:
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• the form and manner in which the application must be made, the
information which it must contain, and the documents and fee which must
accompany it;
• the process the licensing authority must take within the six months in which
it must determine the application; and
• the review process, should the licensing authority decide to refuse an
application for a licence, or if the licence was made subject to any
conditions, as set out in subsection (2) of clause 69; and
• the procedures and criteria that will be applied by the licensing authority
when determining whether to exercise its power to modify the terms of a
licence.
208.

Licensing rules may make provision about:
• limiting the period for which any licence is to remain in force, and
• the renewal of licences.

209. Part 2 of the Schedule sets out structural requirements. Paragraphs 6 and 7
explain that at least one authorised person must be a manager of the licensed body,
and at least one non-authorised person must either be a manager of the licensed body,
or have an interest in it. Licensed bodies are, therefore, defined as bodies providing
reserved legal services, controlled by a combination of authorised and non-authorised
persons.
210. Paragraphs 8 to 11 set out the ownership requirements that licensing rules
must cover, limits on the interests that non-authorised persons can hold, and how rules
should assess applications for licences with respect to ownership. Paragraph 11 refers
to clause 73, which requires an applicant for a licence to identify any non-authorised
person who holds, or will hold, an interest in the applicant, or, where the applicant is a
company with a share capital, a material interest (10%) or any lower threshold as
provided for by the rules of the licensing authority. The licensing authority may
require the non-authorised person to provide documents and information. Paragraph
12 refers to clause 74 which sets out the requirements that licensing rules must
include to ensure that a person expecting to obtain an interest in a licensed body
notifies the body and the licensing authority, and that the licensing authority has the
power to give or refuse approval.
211. Paragraphs 13 to 16 make provision for a designated Head of Legal Practice
(HOLP) and a designated Head of Finance and Administration (HOFA). A licensed
body must have both a HOLP and a HOFA at all times and the licensing authority
must approve them. A licensing authority may approve a person’s designation only if
it considers that the person is able to carry out the relevant duties.
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212. Part 3 of the Schedule sets out practice requirements for licensed firms, and
the licensing rules that should be put in place. Paragraphs 17 to 21 set requirements
for practising addresses, individuals’ entitlement to carry on licensed activities,
disqualified employees and officers, indemnity cover and compensation, and
accounts.
213. Part 4 of the Schedule covers regulation. Paragraphs 22 and 23 make
provisions for rules to be set in relation to fees that a licensed body may be required to
pay, and the financial penalties that may be imposed on a licensed body.
214. Paragraph 24 makes provision for the suspension or revocation of a licence,
and sets the criteria and procedure that a licensing authority will apply in deciding
whether to suspend or revoke a licence, or to end the suspension of a licence. Before
suspending a licence, the authority will be required to give the licensed body notice of
its intention.

Clause 67: Application for licence
Clause 68: Terms of licence
Clause 69: Modification of licence
Clause 70: Registers of licensed bodies
215. These clauses set out the procedures required for issuing a licence. Clause 67
details how a licensing authority should determine whether an application is
successful; clauses 68 and 69 explain the terms under which the licensing authority
should issue or modify a licence; and clause 70 requires that each licensing authority
keep a register of bodies licensed by it.

Clause 71: Evidence of status
216. This clause makes a certificate which has been signed by an officer of a
licensing authority and which grants or suspends a licence, or confirms the existence
or otherwise of a past licence, evidence of these facts.

Clause 72: Offence to pretend to be a licensed body
217. This clause makes it an offence for a person (including a body corporate) who
is not a licensed body to describe himself or hold himself out as a licensed body. This
is punishable, on summary conviction, by a fine up to level 4 on the standard scale
(currently £2,500), and on indictment, by a fine.
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Clause 73: Disclosure of ownership
218. A body that applies to a licensing authority for a licence under clause 67, must
identify in its application any non-authorised person who holds, or will hold, an
interest or (in the case of a company with a share capital) a material interest in the
applicant. A person who fails to do this is guilty of an offence, and is punishable, on
summary conviction, by a fine up to level 5 on the standard scale (currently £5,000).
219. Any non-authorised person who is identified in the application and is required
to provide information or documents, and who knowingly provides false or
misleading information or documents, is guilty of an offence. This is punishable:
• on summary conviction, to a fine up to the statutory maximum on the
standard scale (this is currently level 5, £5,000); and
• on conviction on indictment, to imprisonment for a term of up to two years,
or a fine, or both.

Clause 74: Change of ownership
220. This clause states that a non-authorised person must notify the licensing
authority and the licensed body if he or she intends to acquire, or has acquired,
certain interests in a licensed body. A person who fails to do this is guilty of an
offence, and is punishable, on summary conviction, to a fine up to the statutory
maximum (currently £5,000).

Clause 75: Duties of Head of Legal Practice
Clause 76: Duties of Head of Finance and Administration
221. These clauses set out the duties of the Head of Legal Practice (HOLP) and the
Head of Finance and Administration (HOFA) of a licensed body.
222. The HOLP has a duty to ensure that the licensed body complies with the terms
of its licence.
223. The HOFA must ensure that the licensed body adheres to the licensing rules
relating to accounts. The accounts rules are set out in paragraphs 21 of Schedule 11.
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224. If the HOLP or HOFA does not adhere to his or her duties, then he or she may
be disqualified under clause 84 below.

Clause 79: Financial penalties
Clause 80: Financial penalties: procedure
225. If a licensed body has breached the terms of its licence, then its licensing
authority may impose a financial penalty on the licensed body, of such an amount as it
considers appropriate. The penalty is payable to the licensing authority. The Board
must, with the consent of the Secretary of State, set a maximum amount for this.
Clause 80 sets out the process.

Clause 81: Appeals against financial penalties
226. A licensed body can appeal against a penalty on the grounds that the penalty
was not within the power of the licensing authority or that the licensing authority has
not complied with the procedure. It can make an application to the High Court, which
can quash the penalty, substitute a different amount or, where the penalty by
instalments vary the time by which the penalty must be paid. This clause sets out
when a licensed body can make an appeal, and what the court can do.

Clause 82: Recovery of financial penalties
227. Where a licensed body has not paid a financial penalty, the licensing authority
has the power to recover the penalty, and any interest, as a civil debt, payable to the
licensing authority. This clause sets out the circumstances that it can do this in. If the
whole or part of a penalty is not paid by the date specified, the unpaid balance carries
interest. A penalty does not have to be paid if a judgement has not yet been made on
an appeal made in relation to it, or if an application to change the payment date is
outstanding.

Clause 84: Disqualification lists
228.

Under this clause the Board is required to keep lists of:
• persons disqualified from acting as a Head of Legal Practice,
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• persons disqualified from acting as a Head of Finance and Administration,
and
• persons disqualified from being employed by a licensed body or from being
an officer of a licensed body.
The clause explains the circumstances in which a person may be added to a list.

Clause 85: Suspension and revocation of licence
229. A licensing authority may suspend or revoke any licence granted by it under
this Part. If a licence is suspended it will be treated as not being in force. Schedule
12 makes provision for powers of intervention exercisable by a licensing authority
when it suspends or revokes any licence. Any reference in this Schedule to a licensed
body includes a body whose licence has been suspended or revoked.
230. A licensing authority can apply to the High Court for an order to prohibit a
person who is holding money on behalf of a licensed body from making any payment
of that money, unless he has the leave of the High Court to do so. Paragraph 2 of
Schedule 12 sets out the procedure and scope for this.
231. Paragraph 3 allows the licensing authority to recover or receive money held
by, or on behalf of, a licensed body in connection with its activities as a licensed body
or with any trust of which it is or was a trustee. Sub-paragraphs (2) to (4) sets out the
circumstances and conditions under which these rights apply, and sub-paragraphs (5)
to (9) explain the procedure that must be followed.
232. Under sub-paragraph (10), it is an offence for a person to pay out sums of
money at a time when such payment is prohibited by a notice given to him. Under
sub-paragraph (11), a person guilty of this is liable, on summary conviction, to a fine
not exceeding level 3 on the standard scale (currently £1,000). Paragraph 4 sets out
how any money recovered must be held.
233. Paragraph 5 allows a licensing authority to apply to the High Court for an
order requiring a person to give the licensing authority information about any money
held by that person on behalf of a licensed body, and the accounts in which it is held.
The High Court can make such an order if it is satisfied that there is reason to suspect
that the person holds money on behalf of the licensed body.
234. A licensing authority may also give notice to a licensed body requiring it to
produce all the documents in its possession relating to its activities as a licensed body.
Paragraph 6 sets out what the notice may require, and who may take possession of the
documents. Sub-paragraph (4) makes it an offence for a person having possession of
such documents to refuse, neglect or otherwise fail to comply with the notice. Under
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sub-paragraph (6), a person found guilty is liable, on summary conviction, to a fine
not exceeding level 3 on the standard scale (currently £1,000). However, it is not an
offence if the licensing authority has made an application to the High Court for the
production or delivery of documents. Paragraph 7 sets out the procedure that the High
Court will take to consider and implement an order. Paragraph 8 sets out the
procedure that a licensing authority must follow if it takes possession of documents
under notice or order, as detailed in paragraphs 6 and 7.
235. Under paragraph 9, a licensing authority may ask the High Court to make a
postal redirection order from time to time, for a period not exceeding 18 months. This
means that mail or packages addressed to a licensed body may be directed to its
licensing authority, or a person appointed by its licensing authority, and the licensing
authority may take possession of these items.
236. Paragraph 10 allows a licensing authority in possession of documents acquired
through notices, orders, or redirection of mail (paragraphs 6, 7, or 9) to apply to the
High Court for an order to dispose of, or destroy, the documents. The High Court
may make any order it thinks fit. Under paragraph 11 a licensing authority may take
copies of, or extracts from, documents acquired through notices, orders, or redirection
of mail.
237. Paragraph 12 of Schedule 12 allows the licensing authority of a licensed body
that is the sole trustee of any trust, or co-trustee only with one or more of its
employees, to apply to the High Court for an order. This order will allow the
appointment of a new trustee in substitution for the licensed body.
238. Paragraph 13 allows the powers conferred by this Schedule in relation to sums
of money and documents to be exercised despite any lien on them or right to their
possession. Paragraph 14 allows the licensing authority to do all things that are
reasonably necessary to facilitate the exercise of its powers under this Schedule.
239. Paragraph 15 sets out how the licensing authority may recover any costs
incurred for the purposes of this Schedule.

Clause 86: Prevention of regulatory conflict: accounts rules
240. Paragraphs 21 of Schedule 11 requires licensing authorities to make rules in
relation to a licensed body’s accounts. Where a licensed body carries on an activity
through a solicitor, those rules apply instead of those setting out account rules in
sections 32 and 34 of the Solicitors Act 1974. Where a licensed body carries on an
activity through a licensed conveyancer, those rules apply, instead of those setting out
accounts rules made under sections 22 and 23 of the Administration of Justice Act
1985.
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Clause 88: Not for profit bodies
Clause 89: Foreign bodies
241. Requirements or provisions may be waived or altered for certain types of ABS
bodies. Clause 88 allow a licensing authority to waive or modify requirements
imposed on a not for profit body if it considers it appropriate to do so. Clause 89
allows the Secretary of State to modify any provision for an ABS body formed under
foreign law.

PART 6: LEGAL COMPLAINTS

242. This Part of the Bill establishes an independent complaints handling body
called the Office for Legal Complaints (OLC). It removes the ability of approved
regulators to provide redress to complainants and grants this power to the OLC. It
sets out the appointments process for ombudsmen.
243. It also sets out requirements in relation to the accountability of the OLC, the
rules by which the OLC will establish its operating procedures, and the necessary
changes to the regulatory arrangements of approved regulators under this scheme.
244. For the purpose of these notes all references to the body that is to be set up
will refer to the Office for Legal Complaints, (OLC). The “scheme” that the OLC
will operate is referred to in this Part as “the ombudsman scheme”, and references to
the OLC relate to the body as a whole, including the ombudsmen and the staff of the
OLC.

Background
245. At present each of the approved regulators maintain their own complaints
handling and disciplinary arrangements. The following bodies are subject to the
jurisdiction of the Legal Services Ombudsman:
• the Law Society (also subject to jurisdiction of Legal Services Complaints
Commissioner),
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• the Bar Council,
• the Institute of Legal Executives,
• the Council for Licensed Conveyancers,
• the Institute of Trademark Attorneys, and
• the Chartered Institute of Patent Agents.
246. Under the current system if a consumer wishes to complain about any of the
legal services listed above they need to take that complaint up with the person they are
complaining about. If the complaint is not resolved in-house, consumers can then
contact the regulatory body for that service (the professional body). In the event that
a complainant is not satisfied with the way in which a complaint has been handled
they can escalate a complaint to the Legal Services Ombudsman. The Ombudsman
will investigate the way in which the complaint was handled and the response from
the professional body. However, if the Ombudsman believes that a complaint has not
been investigated properly, she will recommend that the professional body look at the
matter again. Last year the Ombudsman widened her investigation to look at the
original complaint in less than 1% of cases.13
247. Sir David Clementi’s Review of the Regulatory Framework for Legal Services
in England and Wales, published in 2004,14 criticised the complaints handling
arrangements in a number of ways:
• the record of complaints handling by the front-line bodies – substantial
delays and questionable quality in terms of outcome,
• the level of confidence in the independence of the current system,
• the consistency and clarity of redress arrangements for consumers in
respect of front-line bodies with overlapping activities; and
• the overlaps in the current oversight regime.
248.

Sir David concluded:
“There is a considerable concern about how complaints are dealt with. The concern arises at a
number of levels: at an operating level there is an issue about the efficiency with which the
systems are run; at an oversight level there is a concern about the overlapping powers of the
oversight bodies; and at a level of principle, there is an issue about whether systems for
complaints against lawyers, run by lawyers themselves, can achieve consumer confidence.”

13

Legal Services Ombudsman, 2005

14

Clementi, 2004b
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249. The Government’s 2005 White Paper, The Future of Legal Services: Putting
Consumers First15 proposed the creation of an independent Office for Legal
Complaints (OLC), to provide quick and fair redress for consumers, and enhance
consumer confidence in the process.
250. The OLC will have clearly defined powers. It will deal with all consumer
complaints about those who carry out legal activities and who are members of bodies
and organisations regulated by the Board. It will be accountable to the Board and will
be funded through a combination of a general levy on legal services providers and a
“polluter pays” mechanism. The OLC will investigate all complaints and refer any
issues of misconduct to the approved regulator concerned, monitoring the decisions.
The Board will oversee the disciplinary arrangements of the approved regulators.
251. The Board will appoint the members of the OLC, acting in consultation with
the Secretary of State when appointing the Chairman. The Board will then consult
with the Chairman in the appointment of the remaining members of the OLC. The
OLC will be able to set “scheme rules” and appoint the Ombudsmen and staff of the
OLC.
252. All legal service providers will still be required to maintain in-house
complaints handling arrangements. These will continue to be the first port of call for
a consumer, and the OLC will not consider complaints which have not been
considered in-house, except in very limited circumstances.
253. If the complaint is not resolved in-house, consumers will be able to bring
complaints to the OLC free of charge. Complaints will be handled by caseworkers,
who will attempt to conciliate complaints where possible.
254. The ombudsmen’s function will be to make binding determinations on
complaints. However, as with the Financial Ombudsman Service model, a complaint
will be passed to an ombudsman only after one or both parties has requested a review
of the report (prepared by the caseworker(s) who carried out any investigation
necessary). Those caseworkers will confirm their position in writing, explaining their
view on the case (which may have been formed on the advice of an ombudsman if
considered necessary) and setting out how, in their opinion, the case should be
resolved.

15

Department for Constitutional Affairs, 2005
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Clause 92: The Office for Legal Complaints and the ombudsman scheme
255. This clause establishes a body called the Office for Legal Complaints (OLC)
to resolve consumer complaints quickly and with minimum formality. It will be free
to operate the ombudsman scheme under a name of its own choosing.
256. Schedule 13 sets out the membership of the OLC, the terms of appointment
and tenure of members, staffing, committees, and the delegation of functions.
257. Paragraph 1, sub-paragraph (1) of the Schedule states that the OLC is to
consist of a Chairman appointed by the Board, and between six and eight other
persons appointed by the Board following consultation with the Chairman.
258. Paragraph 2 provides for the OLC to have a lay chairman and a lay majority.
A lay person is defined as someone who has never been an authorised person in
relation to reserved legal activities.
259. Terms of appointment for OLC members are set out in paragraphs 5 to 9.
Members must be appointed for a fixed period, which must not exceed five years. A
person can be re-appointed once only. If an ordinary member who is a lay person
becomes an authorised person at any time during their membership to the Board, that
person ceases to be a member. The OLC will have a lay majority, and paragraph 4
sets out the experience and knowledge which OLC members will collectively have to
demonstrate.
260. The Board can remove the Chairman from his position (with the approval of
the Secretary of State). The Board may also remove OLC members after consultation
with the Chairman. Sub-paragraph (2) of paragraph 8 limits the circumstances in
which the Board can remove OLC members.
261. Paragraphs 11 to 13 set out the appointment terms and conditions for staff of
the OLC. Paragraph 14 allows for the OLC to pay for assistance to be provided to it
or to the ombudsmen.
262. Paragraphs 15 to 18 allow the OLC to establish committees and subcommittees to carry out any of its functions. Under paragraph 19 the OLC may
delegate specified functions to any member of the OLC, any staff member of the OLC
or any committee or sub-committee. However, the OLC will retain accountability for
the exercise of its statutory functions.
263. Paragraph 20 sets out the arrangements for the OLC’s budget. Paragraph 21
states that the OLC are not to borrow money, except:
• with the consent of the Secretary of State, or
• in accordance with general authorisation given by the Secretary of State.
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264. Paragraph 22 sets out the requirements for the OLC’s accounts. The OLC
must keep proper accounts and proper records, and prepare an annual financial
statement of accounts. Details of what these statements must include are listed at subparagraphs (2) to (4).
265. Paragraph 27 makes provision for amendments to the House of Commons
Disqualification Act 1975, the Northern Ireland Assembly Disqualification Act 1975
and the Freedom of Information Act 2000. These are standard provisions.

Clause 93: Promotion of regulatory objectives
266. The OLC will have a duty to act in accordance with the regulatory objectives
in clause 1. It will also have to have regard to principles of best practice in relation to
the administration of ombudsman schemes, such as the recognition criteria of the
British and Irish Ombudsman Association.

Clause 94: Corporate governance
267. This clause requires that the OLC have regard to generally accepted principles
of good corporate governance in managing its affairs.

Clause 95: Annual report
268. This clause places a duty on the OLC and the Chief Ombudsman to produce
annual reports to be sent to the Board. These will be laid before Parliament by the
Secretary of State. They will report the extent to which, in the OLC’s opinion, it has
met the regulatory objectives. They will contain a copy of the Chief Ombudsman’s
report under clause 100 for the year in question.
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Clause 97: Reporting to the Board
269. This clause states that the Board may require a report from the OLC,
separately from the annual report. This is to enable the Board to monitor its
performance.

Clause 98: Performance targets and monitoring
270. This clause states that the Board may set performance targets for the OLC in
relation to any of its functions. Subsections (3) and (4) state that any targets must be
published.

Clause 99: Appointment of Chief Ombudsman and assistant ombudsmen
271. This clause sets out the appointment process whereby the OLC must appoint a
person as Chief Ombudsman. It may also appoint assistant ombudsmen with the
consent of the Chief Ombudsman. Subsection (2) specifies that ombudsmen must be
lay people. Subsection (5) ensures that ombudsmen are independent of external
influence in decision-making on individual complaints. It is essential that the Board
and the OLC cannot intervene in individual complaints.

Clause 102: Jurisdiction of the ombudsman scheme
272. This clause defines what types of person are eligible to bring complaints to the
OLC. It is envisaged that the types of person eligible to bring complaints will be
similar to those who may bring complaints to the Financial Ombudsman Service –
that is, private individuals and small businesses. Subsection (3)(a) prevents legal
professionals from seeking redress about the actions of other legal professionals
whom they have engaged on behalf of their clients.

Clause 103: Acts and omissions by employees
273. This clause states that any omission by an employee will be treated by the
OLC as an omission on the part of the employer as well as the employee, unless the
employer can demonstrate that they have taken all reasonable steps to prevent such an
omission.
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Clause 104: Continuity of complaints
274. A complaint about an act or omission of a partnership or unincorporated body
will not be affected by a change in membership of the partnership or body. This
clause also confers on the OLC power to make rules to ensure the continuity of
complaints where a legal person ceases to exist (for example, where a partnership is
dissolved) but another person succeeds to the business.

Clause 105: Scheme rules
275. This clause provides for the operating procedures of the OLC to be determined
by the OLC in rules. It allows the OLC the flexibility to adapt its procedures in line
with changing notions of best practice. Procedures for making rules are set out in
clauses 107 and 152.
276. Subsection (5) of clause 105 lists areas in which the OLC may wish to make
rules. These are examples and the OLC is not prohibited from making rules in other
areas. In particular, subsection (5)(c) makes provision for the whole or part of a
complaint, in specified circumstances, to be dismissed without consideration of its
merits. Subsection (6) sets out some of those circumstances. These might include
frivolous or vexatious complaints, complaints that have already been considered by
another body, or complaints not brought within appropriate time limits. Subsection
(6)(d) also allows the OLC to decline to investigate a complaint where it appears that
there is a more appropriate route to complain; this might be particularly relevant in an
Alternative Business Structure firm which is providing a combination of legal and
non-legal services. It is expected that the OLC will make arrangements with other
ombudsman schemes to provide for such a scenario. Alternative Business Structures
are provided for in Part 5 of the Bill.

Clause 106: Charges payable by respondents
277. The OLC will be partly funded through a “polluter pays” mechanism by which
charges are placed on those legal professionals who are subject to complaints
(respondents). This clause requires the OLC to make rules determining how these
charges are determined. Subsection (2) allows the OLC flexibility to make different
fees in different circumstances. The OLC will also be obliged to consult before
making these rules as with any of its other rules.
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Clause 107: Consent requirements for rules
278. This clause states that the consent of the Board is required prior to any rules
being made. It also specifically requires the consent of the Secretary of State for rules
regarding the setting of charges on respondents in complaints. Before receiving
consent, the OLC will be required to consult on its proposed rules. Consultation
requirements are at clause 152.

Clause 108: The Board’s powers in respect of scheme rules
279. Under this clause the Board will have the power to direct the OLC to amend
any of its rules. The direction may be in general terms or it may require a specific
modification. Where the direction requires a specific modification to be made the
Board must consult under subsection (2) before giving the direction, so the
consultation procedure under clause 152 does not apply.

Clause 109: Determination of complaints
280. This clause sets out the powers vested in the ombudsman to determine a
complaint according to what is fair and reasonable in all the circumstances of the case.
For example the ombudsman could:
• require the respondent to make an apology to the complainant,
• require the respondent to take other steps in relation to the complainant as
the OLC considers just; and
• order a payment for loss, inconvenience or distress.
These are covered in detail at subsections (2) to (6).

Clause 110: Limitation on value of directions under the ombudsman scheme
281. This clause states that the total value of the directions given on the
determination of a complaint under the ombudsman scheme is limited to £20,000.
Currently the highest level of compensation in the legal sector is £15,000. Subsection
(2) explains how the “total value” of the directions is to be determined.
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Clause 111: Alteration of limit
282. The Secretary of State may, by order, amend the limit on the total value of
directions imposed by clause 110, on the recommendation of an interested body
(OLC, the Board or the Consumer Panel). The body recommending alteration of the
limit must first publish its proposed recommendation and consider representations
made in respect of it.

Clause 112: Acceptance or rejection of determination
283. In determining a complaint the ombudsman is required to prepare a written
statement of determination. Subsection (2) sets out what should be included in this
statement, and subsection (3) lists the parties that will need to receive such a
statement. On acceptance from the complainant, the ombudsman must give notice to
those parties set out in subsection (6). If the determination is accepted by the
complainant, it is binding on both parties, and no further legal proceedings can be
instituted with regard to the matter that was the subject of the complaint.

Clause 113: Enforcement of directions under section 109
284. This clause sets criteria to ensure that the determination of a complaint can be
enforced and that any award made can be recovered in the High Court following an
application from the complainant.

Clause 114: Reporting court orders made against authorised persons
285. This clause sets criteria for the OLC in publicising a court order made under
clause 113. The court must give the OLC notice of any order made against a person,
and the OLC will in turn inform any relevant approved regulators. An ombudsman
will then report the making of the order to any approved regulator that authorises that
person to carry on an activity which is a reserved legal activity. Approved regulators
will be expected to take appropriate regulatory action with regard to providers who do
not comply with OLC orders.
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Clause 115: Complaints procedures of authorised persons
286. This clause states that an approved regulator must require each authorised
person they regulate to maintain in-house complaints procedures, and make provision
for the enforcement of this requirement. The provisions made by the approved
regulator must satisfy any requirements specified by the Board.

Clause 116: Duties to co-operate with investigations and share information
287. This clause states that the approved regulator must make provision that all
authorised persons they regulate provide co-operation and assistance to the
ombudsman in relation to an investigation or determination of a complaint.

Clause 117: Reporting failures to co-operate with an investigation to approved
regulators
288. Where a person fails to co-operate with an ombudsman as stated in clause 116,
the ombudsman can notify that person’s approved regulator. The regulator would be
expected to take steps to rectify the failure, and may be required to report to the OLC
on the actions it takes. If the ombudsman is of the opinion that the approved regulator
is seriously or persistently failing to enforce its rules of conduct, it may report this to
the Board.

Clause 118: Information and documents
289. This clause states that the ombudsman can require information and documents
from parties to a complaint.

Clause 119: Reporting failures to provide information or provide documents
290. Where an authorised person fails to co-operate with an ombudsman as stated
in clause 116, the ombudsman can notify that person’s approved regulator who would
be expected to take steps to rectify the failure. The regulator can be required to report
to the OLC on the actions it takes.
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Clause 120: Enforcement to provide information or produce documents
291. Following any action taken by a regulator, if a person still fails to provide
information or documents under subsection (1), the OLC can certify this failure to the
High Court. If the High Court is satisfied that this person has failed without
reasonable excuse to comply with the requirement, it may deal with the defaulter as it
that person were in contempt.

Clause 122: Restricted information
292. Under this clause, “restricted information” is any information that has been
collected during an investigation of a complaint. This clause protects the complainant
in that all information is classed as confidential and, except as listed under clause 123,
this information must not be disclosed.

Clause 123: Disclosure of restricted information
293. This clause makes exceptions to clause 122. The exceptions are listed at
subsections (2) and (3).

Clause 125: Reporting possible misconduct to approved regulators
294. In the course of the OLC considering a complaint, it may become apparent
that there is a possibility that a person has breached their regulator’s rules of conduct.
Where the OLC is of such an opinion this clause allows it to notify that person’s
regulator. The regulator can be required to report to the OLC on the actions it takes.
If the ombudsman is of the opinion that the approved regulator is seriously or
persistently failing to enforce its rules of conduct, it may report this to the Board.

Clause 127: Approved regulators not to make provision for redress
295. This clause ensures that the regulatory arrangements of an approved regulator
must not include any provisions regarding redress. The OLC is to be the single point
of entry for all complainants seeking redress from legal professionals.
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PART 7: FINANCIAL PROVISIONS

296. This Part of the Bill makes arrangements for the funding of both the Board and
the Office for Legal Complaints.

Clause 130: Funding
Clause 131: The levy
Clause 132: The levy: supplementary provisions
Clause 133: Amounts payable into the Consolidated Fund
297. Under clause 130 the Secretary of State may pay amounts to the Board and the
OLC for the purposes of meeting their expenditure. Clause 131 then sets out how a
levy will be raised from approved regulators. The purpose of the levy is to cover the
expenditure of the Board and the Office for Legal Complaints (OLC), which is met in
the first instance by the Secretary of State’s grant under clause 130.
298. The Board must make rules, which will include how the levy is calculated, and
how the Board will apportion the levy between the approved regulators. The rules
must be made with the consent of the Secretary of State.
299. The levy is intended to raise an amount equal to the difference between the
expenditure of the Board and the OLC and the amounts those bodies receive (and pay
into the Consolidated Fund) by way of specific charges, such as application fees for
new regulators. The list at clause 133 sets out all the circumstances in which the
Board and the OLC may raise money. As they are public bodies, all of these receipts
will be paid into the Consolidated Fund under that clause.
300. Under subsection (1)(d) of clause 133, where the Board acts as an approved
regulator, all moneys raised directly from regulated persons must be paid into the
consolidated fund. This money will be used in two ways. The primary function will
be to spend the practising fee on regulating the regulated persons (that is, functions
including those listed under 43 and subsection 2 of 53). This money will be returned
to the Board to cover such costs. The second function is to allow the Board to pay its
portion of the levy to cover the costs of the Board as an oversight regulator. This
amount will have been pre-determined under the Board’s levy rules.
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PART 8: MISCELLANEOUS AND GENERAL PROVISIONS

301. This part of the Bill makes provision for any guidance or advice that is
produced by the Board, and any voluntary arrangements that are to be established. It
sets out the general provisions in relation to offences and details the procedure in
issuing notices or directions. It also covers legal professional privilege and
amendments to the Immigration and Asylum Act 1999.

Clause 134: Guidance
302. The Board may give guidance on a number of areas, for example, information
about the functions of the Board, or for the purpose of the Board’s meeting the
regulatory objectives, The regulatory objectives are set out at clause 1. The Board
will also be able to publish its guidance and offer copies for sale. Following any
guidance being issued, the Board may consider the extent to which an approved
regulator has complied with such guidance when exercising its regulatory functions.

Clause 135: Voluntary arrangements
303. This clause sets out the arrangements, should any person wish to enter into an
arrangement with the Board, so that the Board can provide assistance for the purpose
of improving the body or other person’s standards of service, and promoting best
practice in connection with the carrying on of any legal activity. The Board will be
able to charge the person for the purposes of this provision.
304. The body may wish that its legal activity is subject to greater regulation, but it
may not be appropriate to make the activity a reserved legal activity. This may be
because reservation would have an adverse effect on service provision, out of
proportion to the benefit of reservation, or that it would be impossible to create a
viable regulator with the numbers and/or size of the providers in question.
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Clause 136: The Solicitors Disciplinary Tribunal
305. This clause makes provision in respect of the Solicitors Disciplinary Tribunal
which equates it in certain regards with an approved regulator. Subsection (1)
provides that any alteration of the Tribunal’s rules under section 46(9)(b) of the
Solicitors Act 1974 requires approval. Subsections (2) to (8) set out the procedures,
should an alteration be made.
306. Subsection (6) applies the Board’s power to give directions to an approved
regulator under clause 25 to the Tribunal.
307. Subsection (7) applies clauses 57 and 58 to the Tribunal and so enables the
Secretary of State to modify the functions of the Tribunal for certain limited purposes.

Clause 138: The Board not to interfere with approved regulators’ representative
functions
308. This clause details the parameters within which the Board can exercise its
functions, and ensures that the Board cannot interfere with the approved regulators’
representative functions. However, this duty does not prevent the Board from taking
action to ensure that the regulator’s regulatory functions are not prejudiced by its
representative functions.

Clause 139: Legal professional privilege
309. This clause states that legal professional privilege applies to any
communication made to or by an individual who is not a barrister or solicitor at any
time when the individual is providing advocacy services, litigation services,
conveyancing or probate services in their capacity as an authorised person. Such a
communication is to be treated as it would be by a solicitor for the purposes of
disclosure. This clause reproduces the effect of section 63 of the Courts and Legal
Services Act 1990.

Clause 140: Part 5 of the Immigration and Asylum Act 1999
310. At present the regulation of providers of immigration advice or immigration
services rests with the Office of the Immigration Services Commissioner (OISC),
regulating individual immigration service providers. Members of designated
professional bodies (DPBs), such as the Bar Council, the Law Society, and the
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Institute of Legal Executives (ILEX) are exempt from this because of the regulation
that their bodies provide.
311. The Bill provides for the regulation of DPBs in respect of immigration
services to be transferred from OISC to the Board, although both the Home Secretary
and the Secretary of State for Constitutional Affairs (as Lord Chancellor) will have to
agree any changes to the list of bodies that will be designated as qualifying regulators
for the purposes of regulating the provision of immigration advice or immigration
services. OISC will retain its oversight of DPBs outside England and Wales, and of
individuals who are not members of DPBs. It is intended that regulation will pass to
the Board under the Immigration and Asylum Act 1999, with a new category factored
into the Act to enable members of a body which is being authorised by the Board to
provide immigration and asylum services when it is recognised under the Immigration
and Asylum Act 1999 (“the 1999 Act”).
312. Part 1 of Schedule 14 explains the process for recognising an approved
regulator as suitable to regulate the provision of immigration advice and immigration
services. Part 2 of the Schedule contains amendments of Part 5 of the 1999 Act and
enables approved regulators that have been so recognised to be designated under that
Act. The result of such a designation is that the individuals authorised by the
designated qualifying regulator to provide immigration advice or immigration services
are able to provide that advice or those services under the 1999 Act without
committing the offence in section 91 of that Act. Part 3 of the Schedule sets out
transitional provision to protect members of bodies which are currently designated
professional bodies in England and Wales under section 86 of the 1999 Act.
Paragraph 6 states the timescales for the beginning and end of the transitional period.
Paragraphs 7 to 9 state that during this transitional period barristers will be authorised
by the Bar Council, solicitors will be authorised by the Law Society, and Legal
Executives will be authorised by ILEX to provide immigration advice and
immigration services.

Clause 142: Employed advocates
313. This clause ensures that qualification regulations and conduct rules which
apply to the exercise of a right of audience by a person employed as a Crown
Prosecutor or in any other employment are not more restrictive than those regulations
and rules applying to other persons exercising that right.
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Clause 143: Powers of court in respect of rights of audience and conduct of
litigation
314. Subsection (1) of this clause states that that Bill will not affect the court’s right
to refuse to hear a person who would otherwise have the right to audience. Subsection
(3) states that no person may exercise a right of audience before the court if the court
has refused that appearance. This extends to, and includes, an “advocate” as defined
in subsection (6). This clause reproduces provisions found in sections 27 and 28 of
the Courts and Legal Services Act 1990.

Clause 146: Local weights and measures authorities
315. This clause replicates the existing powers that are listed in sections 22 and
22A of the Solicitors Act 1974 regarding weights and measures authorities and
officers. It applies only in relation to reserved instrument activities. It states that a
weights and measures authority may institute proceedings for an offence if the alleged
offender was not entitled to carry out reserved instrument activities. Subsections (3)
to (9) make provision about rights of entry and search warrants.

Clause 152: Consultation requirements for rules
316. This clause requires the Board and the OLC to comply with certain
consultation requirements before making rules under the Bill. The rule-making body
must publish a draft of any rules it proposes. The rule-making body must then
consider any representations made. If, following representations, the rules differ from
the original draft, the rule-making body must publish the details of the difference.
The rule-making body must publish any rules it makes and can charge a fee to provide
either the draft or final rules.

Clause 155: Index of defined expressions.
317. This clause refers to Schedule 15, which lists the places where expressions
used in this Bill are defined or otherwise explained.
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List of Abbreviations and Acronyms
ABS

Alternative Business Structures

ADR

Alternative Dispute Resolution

BME

Black and Minority Ethnic groups

BRE

Better Regulation Executive

CASIA

Complaints Against the Solicitor Independent Adjudication

CDS

Criminal Defence Service

CLACs

Community Legal Advice Centres

CLANs

Community Legal Advice Networks

CLS

Community Legal Service

DCA

Department for Constitutional Affairs

FLR

Front Line Regulator (Professional Regulatory Bodies)

FSA

Financial Services Authority

FSB

Federation of Small Businesses

HOFA

Head of Finance and Administration

HOLP

Head of Legal Practice

LDP

Legal Disciplinary Practice

LPP

Legal Professional Privilege

LSA

Legal Services Authority

LSB

Legal Services Board

LSC

Legal Services Commission

LSCC

Legal Service Complaints Commissioner (also see OLSCC)

LSO

Legal Services Ombudsman (also see OLSO)

NfP

Not-for-Profit Organisation

OFT

Office of Fair Trading

OISC

Office of the Immigration Services Commission

OLC

Office for Legal Complaints
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OLSCC

Office of the Legal Service Complaints Commissioner

OLSO

Office of the Legal Services Ombudsman

PwC

PricewaterhouseCoopers LLP

RIA

Regulatory Impact Assessment

ROCAS

Reform of Complaints against Solicitors

SBS

Small Business Service
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1. Purpose and Intended Effect
The Regulatory Impact Assessment (RIA) which follows sets out the rationale for
reform of the regulation of legal services. The RIA also analyses the likely impacts of
the options considered for implementing these reforms on a range of key
stakeholders.

Nature and scope of the legal services market
1.1.

The legal services market in England and Wales makes an important
contribution to the UK economy. It generated £19 billion or 1.73% of the UK’s
gross domestic product in 20031, which was an increase in real terms of
almost 60% since 1995.

1.2.

In 2003, the volume of UK legal services exported totalled £1.9 billion - three
times that of 1995. Total imports of legal services were worth £403m for the
same period, showing that the legal services sector is a net exporter to the
value of £1.5 billion2.

1.3.

The solicitors’ profession has also grown markedly in the recent past. There
were 54,734 solicitors in England and Wales with practising certificates in
1990, while in 2004 there were 96,757 solicitors, of whom 75,079 were
working in private practices. In addition, the number of solicitors from England
and Wales located abroad has increased more than nine times between 1990
and 2004 from 355 to nearly 3,400, now located in 71 countries.

1.4.

In contrast, the number of solicitors’ firms fell from 10,120 in 1997 to 9,211 in
2004. Sole practitioners made up 45.3% of solicitors’ firms and a further
39.7% had four or fewer partners, but 69.2% of solicitors worked in firms of
five partners or more. The number of large practices (those with 26 partners
or more) has increased in recent years, and in 1999/2000 these firms
generated 50.2% of the total £10.52 billion generated by the profession.

1.5.

In addition, there were 3,310 solicitors with rights of audience in the higher
courts in April 20053.

1.6.

The Bar has also witnessed a proportionate increase in numbers in the recent
years. In 2004 there were 14,364 practising barristers in England and Wales,
11,564 of whom were in independent private practice (251 of whom were not
tenants of the 355 chambers) and the rest in employment4. This is a large
increase from 1990, when there were 6,645 barristers in independent private
practices.

1.7.

Both the Bar and the solicitors’ profession are significant employers in the UK
with figures from International Financial Services London showing that total

1

Data taken from the Office of National Statistics Annual Business Inquiry – http://www.statistics.gov.uk/abi
Office of National Statistics – United Kingdom Balance of Payments – The Pink Book 2004 –
http://www.statistics.gov.uk/downloads/theme_economy/PinkBook04.pdf
3
A solicitor usually briefs a barrister on a case in the higher courts. The barrister then presents the case to the
court. However, a solicitor may choose to gain higher rights in order to offer a complete service to a client – from
initial advice through to case preparation and presentation before the courts.
4
The General Council of the Bar Annual Report 2004 –
http://barcouncil.org.uk/documents/Bar%20Annual%20Report_2004_WEB.pdf
2
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recorded employment for the solicitors’ profession and the Bar (fee earners
and administrative staff) in 2003 totalled 267,5035.
1.8.

Elsewhere in the legal services sector in 2004, there were:
•

nearly 22,000 members of the Institute of Legal Executives. Most legal
executives work for solicitors’ firms, although a few work independently
from solicitors;

•

850 licensed conveyancers in England and Wales, and around 1,300 in
training;

•

857 registered trade mark attorneys and 1,500 United Kingdom registered
patent attorneys; and

•

approximately 900 public notaries in practice, of which around 30 are
scrivener notaries, and 815 are general notaries who are also in practice
as solicitors.

1.9.

The Not for Profit (NfP) sector is a vital channel for providing access to justice
where the need is greatest. This sector encompasses some of the legal
services publicly funded by legal aid through the Legal Services Commission
(LSC), volunteer services offered by members of the public and pro bono
work where lawyers provide their services free of charge.

1.10.

There are also a number of NfP organisations providing legal advice,
representation and other non-legal services to individuals. These
organisations include:
•

468 Citizens Advice Bureaux in England and Wales

•

just under 1,000 members of AdviceUK (formerly the Federation of
Information and Advice Centres)

•

57 law centres in the Law Centres Federation

•

other membership organisations such as trades unions

1.11.

The LSC is a key consumer of legal services. It delivers civil and criminal
legal and advice services, publicly funded via legal aid, through its
Community Legal Service (CLS) and Criminal Defence Service (CDS)
schemes.

1.12.

In 2003-04 the LSC spent in excess of £2 billion funding legal services and
NfP caseworkers who performed legal aid work, amounting to 10.9% of the
total turnover of the legal services in the UK, and provided more than 2.6
million acts of assistance through CLS and CDS schemes.

5

International Financial Services London, 2005, Legal Services: City Business Series –
http://www.ifsl.org.uk/pdf_handler.cfm?file=CBS_Legal_Services_2005&CFID=50659&CFToken=73281930
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The existing arrangements for the regulation of legal services
1.13.

The current regulatory framework for legal services has essentially developed
piecemeal and over time. Today it is largely a co-regulatory arrangement with
the legal professional bodies exercising regulatory control over their
members, subject to varying degrees of oversight by a range of high-level
oversight regulators.

1.14.

There are currently seven forms of legal service are subject to statutory
regulatory control6. The current machinery for regulating legal services is
complex. A number of front-line regulators, including the legal professional
bodies like the Law Society and Bar Council, have a direct impact on the
provision of legal services. Regulation is focused strongly on the nature of the
provider, rather than the type of service delivered.

1.15.

In addition to the front line regulators, the system, involves a number of highlevel regulators, including the Secretary of State for Constitutional Affairs,
Master of the Rolls, and the Office of Fair Trading. Important purchasers of
legal services such as the Legal Services Commission or local authorities
also play a quasi-regulatory role, for example by setting their own entry and
quality standards.

1.16.

But the existing system of profession-led regulation has a number of
characteristics, some aspects of which the Government would want to retain
where it is appropriate to do so. For example:
•

self-regulatory bodies typically have a greater degree of expertise and
technical knowledge about the professions than an external regulatory
authority. This information advantage allows the self-regulatory bodies
to better guarantee quality of services, monitor compliance and
enforce the necessary codes of conduct. Consequently, costs of
information for the formulation and interpretation of quality standards,
monitoring, and enforcement can be minimised.

•

self-regulatory bodies may be able to draft and review regulations
more quickly and flexibly to respond to changes in consumer
preferences.

•

the cost of regulation is borne largely by the regulated professions
themselves via fees, albeit with at least part of the regulatory cost
being passed on to the consumers of legal services.

Drivers for reform of the regulatory framework
The need for a more effective regulatory structure
1.17.

The problems associated with the current regulatory framework can be seen
in terms of regulatory proliferation, confusion and fragmentation, the

6

These are: the right to conduct litigation; the right of audience in the courts; the provision of immigration
services; certain probate services; conveyancing; notarial services and acting as a commissioner for oaths. These
are described in more detail at Appendix B of the Government’s White Paper – The Future of Legal Services:
Putting Consumers First. http://www.dca.gov.uk/legalsys/folwp.pdf. The Government has proposed to introduce a
statutory framework for the regulation of claims management services. Measures to achieve this have formed part
of the Government’s Compensation Bill which is currently before Parliament.
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propensity of the current structure to create regulatory anomalies and gaps,
and difficulties of interface and co-operation.
1.18.

Overlaps in the current regulatory framework mean that the Secretary of
State for Constitutional Affairs has the power to alter rules relating to the
qualification or conduct of persons exercising rights of audience or rights to
conduct litigation. In addition all rules of the Law Society require the approval
of the Master of the Rolls.

1.19.

For consumers, the complexities of the current system means that many will
not have sufficient information to distinguish between the level of protection
they are afforded under different parts of the regulatory framework, and by
unregulated providers. This lack of information creates a risk that unregulated
service providers may drive out regulated ones, reducing quality and
diminishing choice. It also means that consumers are not protected in a
consistent fashion.

1.20.

It should be noted that almost everyone will need to use legal services at
some point, and on the occasions when they do it will often be in highly
stressful circumstances (e.g. when moving home, resolving a family dispute,
involved in a court case or carrying out a business transaction).

1.21.

For some legal services, namely litigation and advocacy, providers potentially
can be subject to varying degrees of regulation, or regulatory influence, by a
number of bodies including professional bodies, oversight regulators, service
or other sectoral regulators (such as the Financial Services Authority),
purchasers of legal services (particularly where, as in the case of the Legal
Services Commission, they set quality requirements) and insurers.

1.22.

The existing asymmetry of information in respect of the regulatory standards
applied to different providers of legal services may also create significant
anomalies between lawyers regulated by different frontline bodies, and
between lawyers and non-lawyers, in terms of both consumer protection and
regulatory burdens.

1.23.

Gaps in the current arrangements generally mean that an Act of Parliament
will be required to provide the protection that consumers need where a new or
additional activity needs to be subject to regulatory control e.g. claims
management services. This means it is difficult to put safeguards in place
quickly when new problems arise. The current system of regulation is
therefore not flexible enough to offer consumers the protection they need and
deserve.

1.24.

Potential conflicts of interest also arise in the existing framework, with most
of the regulators of legal professionals also performing a representative role,
acting as advocates for their members. This raises a concern as, arguably,
there is a risk that the regulators’ judgements might be unduly influenced by
putting the interests of members above those of consumers of legal services,
undermining public confidence in the legal services sector. Even when this is
not the case, the perception of undue influence on regulators’ considerations
may be damaging to the image of the profession. However, largely in
response to the recommendations made by Sir David Clementi, the Law
Society and the Bar Council have recently announced that they are to
establish separate arms to deal with regulation of their respective professions,
which will be ring-fenced from representative interests.
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The need for more effective competition
1.25.

UK competition policy7 is grounded in the assertion that competitive markets
are the most effective vehicles for generating economic growth. Wellfunctioning markets provide strong incentives for good performance by
encouraging firms to improve productivity, reduce costs and innovate, whilst
rewarding consumers with lower prices, higher quality and wider choice.
Encouraging efficiency, competition in the domestic market also contributes to
UK’s international competitiveness.

1.26.

In March 2001, the Office of Fair Trading (OFT) identified8 a number of rules
of the legal professions that were potentially unduly restrictive, and that may
have negative implications for consumers by affecting the quality and price of
legal services. The OFT recommended that the legal professional rules
should be fully subject to competition law and that unjustified restrictions on
competition should be removed. Examples of these rules identified by the
OFT include:
•

restrictions on employed solicitors acting for third parties (Employed
Solicitors’ Code 1990 and Solicitors’ Practice Rule 4)

•

restrictions on receiving a payment for referring a client (Solicitors’
Practice Rule 3)

•

fee guidance issued by the Law Society in relation to probate and
conveyancing work

•

rules preventing barristers from forming partnerships with one another
and with members of other professions restrictions on barristers having
direct access to clients

•

rules prohibiting the conduct of litigation by barristers in independent
practices.

1.27.

In their report, the OFT recommended that the legal professional rules should
be fully subject to competition law and that in the absence of a clear rationale
for current restrictions to be in place, unjustified restrictions on competition
should be removed.

1.28.

In a subsequent report9, the OFT welcomed the fact that some of the
identified restrictions have been removed or are in the process of being
removed. However, it pointed out that the remaining rules that the
professional bodies have sought to justify continue to be unnecessarily
restrictive and hamper the freedom for suppliers to compete in the legal
services market.

7

HM Treasury, Budget 2005 – Investing in our Future: Fairness and Opportunity for Britain’s hard-working
families. http://www.hm-treasury.gov.uk./budget/budget_05/budget_report/bud_bud05_report.cfm
8
Office of Fair Trading, March 2001, “Competition in Professions” http://www.oft.gov.uk/NR/rdonlyres/B08439C8-C5F6-4946-8AFF-71C050D34F46/0/oft328.pdf
9
Competition in Professions, progress statement, OFT April 2002 http://www.oft.gov.uk/NR/rdonlyres/23B43E4F-2D9C-485C-9F7C-4FF8CAB80FAF/0/oft385.pdf
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1.29.

Markets in which competition is weak not only allow inefficient firms to
survive, but can also weaken their incentives to innovate. In the extreme,
firms in an uncompetitive environment can use market power to raise prices
and restrict output, and hence earn higher profits at their customers’ expense.

1.30.

Free markets will only deliver efficient outcomes if a significant number of
consumers have full information about the nature of the goods or services
provided, including the price/quality trade-off, to be able to make purchasing
judgements.

1.31.

However, lawyers’ customers often lack the detailed knowledge necessary to
make an accurate assessment of the value for money of the services they
procure, and whether the legal advice and representation they have received
can resolve their problems. In addition, the ‘credence’ nature of legal services
means that even after the consumer has received the expert advice, they may
still be unable to judge the quality of the advice or representation received.

1.32.

The problem is exacerbated by the fact that many legal services are
purchased infrequently, which means that consumers do not have the
opportunity to compare the quality of advice they received against previous
purchases. Therefore, the legal services market fails to deliver efficient
outcomes, as it does not display the characteristics of a free market.

1.33.

As mentioned at 1.20, it should also be noted here that on the occasions
when people do use legal services it will often be in highly stressful
circumstances (e.g. when moving home, resolving a family dispute, involved
in a court case or carrying out a business transaction).

1.34.

This set of circumstances can have the following consequences:

1.35.

•

If any consumers are unable to distinguish between high quality and low
quality suppliers, there is a risk that bad suppliers will drive out good
suppliers by offering poor quality services.

•

Many consumers do not have sufficient knowledge to judge whether the
legal services being provided by lawyers are necessary or adequate.
When consulted by consumers, lawyers will usually diagnose the legal
problem, suggest remedies and implement them. In circumstances where
lawyers may have private interests that differ from their customers, there
may be incentives for lawyers to over-provide their services (in terms of
quantity or quality) above the socially desirable level.

The existence of information asymmetries in the legal services market argues
for regulatory intervention in the market. Indeed, self-regulatory bodies, such
as the Law Society and the Bar Council, maintain rules on entry, conduct and
business structures which attempt to address the market failures

The need for
arrangements
1.36.

more

effective

and

independent

complaints

handling

Under current arrangements, there are separate complaints and discipline
systems for each of the legal professions. If consumers are not satisfied with
the way a professional body has handled their complaint, they can take the
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matter to the Office of the Legal Services Ombudsman (OLSO) free of
charge.
1.37.

The majority of complaints are about the standard of service that consumers
have received. There are far fewer concerns about how the professional
bodies discipline their members when they break the rules.

1.38.

The problems with the handling of complaints against solicitors first came to
light in the mid 1980’s. Recent research suggests that the consumer’s
experience has not improved greatly over the intervening period.10

1.39.

The proliferation, fragmentation and overlap in the current regulatory
framework are also features of the arrangements in the existing complaints
handling arrangements. The following are examples of some anomalies, gaps
and overlap:
•

The Legal Services Ombudsman (LSO), the Legal Services Complaints
Commissioner (LSCC), the Secretary of State for Constitutional Affairs,
the Master of the Rolls, the Court of Faculties, the Financial Services
Authority (FSA), the Patent Office and the Immigration Services
Commissioner are each responsible for varying degrees of external
oversight of complaints handling.

•

Complaints against barristers and solicitors are pursued by means of
different procedures, even where they are providing similar types of
service.

•

A consumer seeking a conveyancing service in a high street firm may,
within one transaction, deal with a number of individuals – e.g. a solicitor,
a licensed conveyancer and/or a member of the Institute of Legal
Executives. If a complaint is involved, there could be up several different
complaint mechanisms involved.

1.40.

Consumers also have concerns about the independence of the current
complaints handling arrangements for legal services. Currently professional
bodies, such as the Law Society and the Bar Council, are responsible for
regulating the conduct of their members, representing their interests, and for
handling consumer complaints.

1.41.

The, at least perceived, lack of independence adds to the feeling held by
many consumers that they are at a particular disadvantage in raising a
complaint against a lawyer. The absence of significant consumer influence in
the complaints handling system is perceived to be lacking in accountability
and transparency. As a consequence, the system fails to promote consumer
confidence in the legal professions.

1.42.

In her 2004/5 annual report11, the LSO pointed out that despite some
improvements in complaints handling made by the Law Society, she was
dissatisfied by the Society’s own internal quality control of the complaints

10

Details of the findings from a series of opinion surveys conducted since 2004 can be found in the response
submitted by Which? to the Government’s White Paper: The Future of Legal Services: Putting Consumers First.
Their response can be found at:
http://www.which.net/campaigns/other/legalservices/0601legalserviceswp_cresp.pdf
11
Annual Report of the Legal Services Ombudsman for England and Wales 2004/2005, Law in Order: Your right
to expect better. July 2005. http://www.olscc.gov.uk/pdfs/OLSCCannualreport2004-2005.pdf
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handling arrangements. In 2004/05, 17,074 complaints were made against
the 96,757 solicitors who were practising in England and Wales that fell within
the Ombudsman’s remit. Of the 1,265 cases that were referred to the
Ombudsman, she was satisfied with the quality of handling in 62% of the
cases.
1.43.

In the same period, 455 complaints were made against the 14,364 practising
barristers. Of the 174 cases that were referred to the Ombudsman, she was
satisfied with the quality of handling in 78.7% of the cases (a decreasing
number over the last three years). The Ombudsman was satisfied with both
turnaround times and the quality of complaint handling by the Bar Council.

1.44.

The Government welcomes the progress that the Law Society and LSCC are
making. The Law Society also established a Consumer Complaints Board
from 1 January 2006 with a lay majority to oversee its handling of complaints.
This is another welcome step.

1.45.

However, consumers are demanding more when they have complaints about
any legal service. Change is needed to meet their demands. Most
importantly, they need to be satisfied that complaints are handled
independently, without self-interest; that they are handled efficiently, fairly and
quickly; and that complaints are used to correct faults in the system.

1.46.

The Government’s White Paper of October 200512 identified the main
consumer demands with regard to complaints handling as:
•

Independence: consumers do not have enough confidence in the current
system. They are not convinced by bodies that act as both the team
manager and the referee.

•

Timeliness: where things go wrong, consumers have a right to expect
that their complaints will be dealt with quickly and efficiently.

•

Consistency and clarity: consumers need to know whom to go to when
they have a complaint. There should be no overlaps or gaps from the
consumer’s point of view.

•

Best practice: professional bodies largely set their own standards, which
may not always be consistent nor represent best practice. Quality and
best practice – within the legal services sector and beyond it – should be
identified and driven through the whole system.

The pathway to reform of the current arrangements
1.47.

The Government responded to the OFT’s 2001 Report entitled “Competition
in Profession”, with a wide-ranging public consultation exercise13. Consumers
were clear that their needs were not being met. They felt legal services lacked
sufficient orientation towards the consumer; they did not have confidence in

12
The Future of Legal Services: Putting Consumers First, October 2005 http://www.dca.gov.uk/legalsys/folwp.pdf
13
For further information see Department for Constitutional Affairs, July 2003, “Competition and Regulation in
the Legal Services Market”. http://www.dca.gov.uk/consult/general/oftreptconc.htm
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self-regulation alone; and experience of poor complaints handling had
undermined their confidence in the legal profession.
1.48.

The Department for Constitutional Affairs’ Report which followed in July
200314 confirmed the view that:
“the current framework is out-dated, inflexible, over-complex
and insufficiently accountable or transparent”.
It concluded that a thorough and independent investigation without
reservation was needed.
The terms of reference were:
•

•

to consider what regulatory framework would best
promote competition, innovation and the public and
consumer interest in an efficient, effective and
independent legal sector; and
to recommend a framework which will be independent
in representing the public and consumer interest,
comprehensive, accountable, consistent, flexible,
transparent, and no more restrictive or burdensome
than is clearly justified.”

1.49.

Subsequently, in July 2003 the Government appointed Sir David Clementi to
carry out an independent review of regulation of legal services in England and
Wales. As part of his review Sir David published his own consultation paper in
March 200415.

1.50.

In December 2004, Sir David Clementi published his full report. The report
confirmed there was a clear case for reform of the existing regulatory
structure16:
“…The current system is flawed. In part the failings
arise because the governance structures of the main
frontline professional bodies are inappropriate for the
regulatory tasks they face. A further cause is the overcomplex and inconsistent system of oversight
regulatory arrangements for existing frontline
regulatory bodies… There are no clear objectives and
principles which underlie this regulatory system; and
the system has insufficient regard to the interests of
consumers. Reforms have been piecemeal, often
adding to the list of inconsistencies. The complexity
and lack of consistency has caused some to refer to
the current system as a maze.”

1.51.

Sir David Clementi also emphasised his concerns about the need for more
effective competition, and particularly the restrictive nature of current
business structures in the provision of legal services in his final report:

14

ibid.
For further information see http://www.legal-services-review.org.uk/content/consult/review.htm
16
For further information see http://www.legal-services-review.org.uk/content/report/index.htm
15
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“...business practices have changed. In particular the
skills necessary to run a modern legal practice have
develop; but whilst those with finance or IT skills may
sit on the management committee of a legal firm, they
are not permitted to be principals in the business.
There is concern also about whether the restrictive
practices of the main legal professional bodies can
still be justified…”
1.52.

Sir David recommended the facilitation of legal disciplinary practices, which
would bring together lawyers from different legal professions, for example
solicitors and barristers working together on an equal footing, and would
permit non lawyers to be involved in management and ownership of these
practices.

1.53.

Sir David also expressed concerns about the
arrangements in the provision of legal services:

complaint

handling

“There is considerable concern about how consumer
complaints are dealt with. The concern arises at a
number of levels: at an operating level, there is an
issue about the efficiency with which the systems are
run; at an oversight level, there is a concern about the
overlapping powers of the oversight bodies; and at a
level of principle, there is an issue about whether
systems for complaints against lawyers, run by
lawyers themselves, can achieve consumer
confidence. A large number of the responses to the
Consultation Paper expressed dissatisfaction with the
current arrangements.”
1.54.

To increase the independence of the complaint system and to simplify the
system for consumers and suppliers of legal services, Sir David
recommended the establishment of the new Office for Legal Complaints
(OLC), a single independent body to handle consumer complaints in respect
of all members of FLRs, subject to oversight by the LSB.

1.55.

In October 2005 the Government set out its agenda for reforming the
regulation and delivery of legal services in the White Paper: The Future of
Legal Services: Putting Consumers First 17. The DCA subsequently consulted
widely to further develop the proposals outlined within.

1.56.

In response to that consultation, the Government has published a draft Legal
Services Bill for Parliamentary pre-legislative scrutiny.

The Government’s objectives in reforming the current arrangements
1.57.

17

The draft Legal Services Bill develops the proposals set out in the
Government’s White Paper and puts consumers at the heart of a new
framework for the regulation and delivery of legal services. Key outcomes are
to create a new regulatory framework that puts consumers first by:

For further information see The Future of Legal Services: Putting Consumers First, (October 2005) op.cit
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•

increasing public trust and confidence in the legal sector;

•

ensuring consumer interests are represented effectively;

•

ensuring competition in the legal services market is not unjustifiably
restricted;

•

ensuring that appropriate standards of education, training and conduct are
maintained;

•

improving redress arrangements to ensure that consumers are given
quick and fair redress;

•

ensuring that appropriate standards are maintained through effective
regulation and disciplinary arrangements;

•

ensuring access to justice is provided and improved; and

•

ensuring the independence of the legal profession from outside influences
is maintained.

Devolution
1.58.

The Government’s proposals have effect in England and Wales18 only.

18
The Office of the Immigration Services Commissioner (OISC), an existing statutory regulator, will continue to
regulate immigration advisers in the UK who are not members of designated professional bodies and pursue those
who flout their regulatory scheme. The OISC will remain the responsibility of the Home Secretary. The LSB will
take over the OISC’s current responsibility, in England and Wales, to monitor the professional bodies’ regulation
of their members who provide immigration advice. The LSB and OISC will develop a Memorandum of
Understanding to set out cooperation between the two organisations, particularly in respect of quality and
standards of service for dealing with complaints

14

2. Consultation
Engagement with stakeholders
2.1.

Throughout the development of its proposals, the Government has held
discussions with key stakeholders. These include:
•

Consumer organisations: such as Which?, Citizens Advice, National
Consumer Council, the Federation of Small Businesses, the Equality
Commission, Complaints against Solicitors Independent Adjudication
(CASIA), Reform of Complaints against Solicitors (ROCAS).

•

Regulatory bodies: including the Law Society, the General Council of the
Bar, the Institute of Legal Executives, the Institute of Trade Mark
Attorneys, the Chartered Institute of Patent Agents, the Council for
Licensed Conveyancers, the Court of Faculties, the Council of the Inns of
Court, the Association of Law Costs Draftsmen.

•

Other professional representative bodies: such as City of London Law
Society, Association of Personal Injury Lawyers, Resolution, Legal Aid
Practitioners Group.

•

Others include: Office of the Legal Services Ombudsman, Office of the
Legal Services Complaints Commissioner, British Bankers Association,
Legal Action Group, Law Centres Federation, Amicus.

Responses to the White Paper
2.2.

The Legal Services Reform White Paper, published in October 2005, invited
comments on the Government’s proposals. The Department of Constitutional
Affairs received just over 100 responses to the White Paper’s invitation for
comments. The vast majority of responses received accepted and supported
the Governments proposals for reform.

2.3.

Just over half of the responses represented the views of the legal profession,
a quarter of responses were from the consumer organisations or members of
the public and the remainder represented other professions, the Not for Profit
sector, and other interested parties.

2.4.

Responses from the larger professional bodies have been mixed, but in the
main supportive of the Government’s objectives and main proposals.
However some bodies have expressed concerns about the need for careful
implementation to ensure, for example, that the Government does not create
a large bureaucracy in setting up the Legal Services Board. Responses
consequently raised concerns about the LSB’s governance structure
maintaining the professions’ independence from government, and about the
need to limit further the LSB’s powers to ensure that it is proportionate and
risk-based. They also continue to press for the Government to contribute to
the cost of reform and are opposed to the profession paying for the full costs.
They also raised some concerns about the Alternative Business Structure
(ABS) proposals, including issues around access to justice and the cost of the
reforms.

15

2.5.

Responses from the other professional bodies also argued strongly that the
Government should contribute to the costs of the new arrangements. There
were also some concerns that the voice of the smaller bodies could be lost in
the regulatory framework. Some argued for a professional advisory panel.
Other concerns included the added bureaucracy of applying ABS safeguards,
a concern that the new Office for Legal Complaints (OLC) should not be
essentially the Law Society’s Consumer Complaints Services “re-badged” and
an argument that the OLC should have the power to delegate complaints
handling to those FLRs which meet the minimum service standards. Finally,
the smaller bodies would like to see a central compensation fund established
to which all legal service providers contribute.

2.6.

The consumer organisations remained extremely supportive of the proposals,
as they have been throughout the development of the proposals. Generally
their main concern has been that the OLC has sufficient powers to deal
effectively with consumer complaints. The Consumer Advisory Panel, which
was established to advise the Government on the implementation of the
proposals for legal service reform have played a key role in the detail and
development of these proposals. Membership of the Panel consists of
Citizens Advice, Which?, National Consumer Council, Federation of Small
Business and the Equal Opportunities Commission (with the Office of Fair
Trading (OFT) assisting the Panel).

2.7.

Responses from the Not for Profit (NfP) sector were broadly supportive of the
prospect of regulation via the ABS framework. Some NfP organisations
actively welcome this on the on the basis that this will provide greater clarity
to providers over how regulation applies to them, and more consistent
protection for consumers. There were also concerns expressed, however,
that the new framework will lead to higher costs for charitable organisations
and smaller providers, and that there is insufficient recognition of the different
objectives of commercial and NfP providers. Some respondents felt that the
proposals in the White Paper for LSB discretion did not go far enough in
counteracting the threat of greater regulatory burdens whereas others
expressed concerns that these should not mean less scrutiny of NfP practices
or the quality of services they offer to consumers.

2.8.

The Government also received various responses from businesses which
were supportive of the ABS proposals and the possible opportunities that
these proposals would enable.

2.9.

The trade union response has been broadly supportive of the proposals for
the LSB, OLC and ABS. However, their primary concern was to ensure that
the services that they provide are not captured by the definition of legal
services and have asked for a specific exemption. They also expressed their
wish for any individuals affected by the Government’s proposals to be dealt
with fairly.
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Impact of consultation on the proposals
2.10.

Public responses to the Government’s White Paper and the results of its
stakeholder engagement have resulted in some amendments to the policy
proposals set out in the White Paper. The table below identifies the key
changes:

LSB - Diversity
Objective

White Paper reference
The White Paper makes
references to the general
increase in diversity of the
legal profession, but does
not set it as an objective of
the LSB.

Change/addition
The Government considers that
the objective of the LSB to
“encourage a strong, effective
legal profession” should be
amended to “encourage a strong,
effective and diverse legal
profession".
The Government intends that the
legislation should require that the
Consumer Panel should have a
fair degree of members
representation of all types of
consumers, including
sophisticated consumers who are
using reserved services in
connection with businesses
carried on by them.

LSB Consumer
Affairs

The White Paper states that
members of the LSB Board
and Consumer Panel will
have between them
experience of “consumer
affairs”.

LSB - duty to
consider
representations
of FLRs and
representative
bodies

The White Paper does not
set out a general
requirement for the LSB to
consult the profession,
although it must consult the
Secretary of State for
Constitutional Affairs, its
Consumer Panel, the OFT
and the Senior Judiciary
when authorising/
deauthorising FLRs,
bringing in unregulated
activities under the LSB’s
scope, regulating directly,
reviewing targets/sanctions
or altering the rules of an
FLR.

The Government intends to place
a duty on the LSB to consider the
representations of FLRs or
representative bodies before
exercising its powers (e.g. the
power to issue a direction). The
LSB, once it is established, will
have the flexibility to decide the
most effective way to consult the
profession in exercising its other
statutory functions, including the
option of setting up a Professional
panel.

ABS - register
for ABS firms

The White Paper did not
mention the maintenance of
a register of ABS firms.

The Government considers that
ABS regulators should be under a
duty to maintain a publicly
accessible register of their
licensed ABS firms. The LSB will
be required to make the rules
governing the registers.

ABS - removal
of HOLP

The White Paper proposed
that ABS regulators would

This requirement will not be set
out in the legislation.
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White Paper reference
have to provide consent
before an ABS firm could
remove the HOLP.

Change/addition

Complaints role of
Ombudsmen

The White Paper proposed
that complaints about
lawyers would be
determined by arbiters.

The Government considers that
complaints should be determined
by ombudsmen rather than
arbiters

Complaints name of the
new complaints
handling body

Sir David Clementi referred
to the complaints body as
the “Office for Legal
Complaints”, and the
Government has since
adopted this term in public
discussion – including in the
White Paper.

Provision has been made in the
legislation to allow the new
complaints-handling body to
determine its own trading name
(i.e. as part of the Government’s
preferred branding for Alternative
Dispute Resolution schemes, the
OLC could choose to operate
under a title including the term
Ombudsman).
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3. Sectors and Groups Affected
3.1.

The Government has identified that the following sectors and groups will be
affected by its proposals:
•

Consumers of any legal services;

•

Members of the legal professions that provide reserved legal services
(barristers, solicitors, legal executives, licensed conveyancers, notaries,
patent agents, and trademark attorneys);

•

Legal professional and/or regulatory bodies that regulate the provision of
reserved legal services (Bar Council, Law Society, Institute for legal
Executives, Council for Licensed Conveyancers, Court of Faculty,
Chartered Institute of Patent Agents, and the Institute of Trade Mark
Attorneys);

•

Providers of unreserved legal services, including general legal advisors,
will writers, employment advisors and claims managers19;

•

Businesses and organisations that currently employ ‘in-house’ lawyers;

•

All NfP organisations that offer legal advice and purchase legal services;

•

Government and the Government Legal Service;

•

Existing oversight regulators (e.g. the OFT);

•

Potential investors/partners in ABS firms;

•

Providers of immigration services and the Immigration Services
Commissioner; and

•

The Offices of the Legal Services Ombudsman and Legal Services
Complaints Commissioner.

19

The Government has proposed to introduce a statutory framework for the regulation of claims management
services. Measures to achieve this have formed part of the Government’s Compensation Bill which is currently
before Parliament.
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4. Reforming the Regulatory Framework for Legal Services
Options for reform of the regulatory framework
4.1.
•

Option 1 – Do nothing

4.2.

•

The current regulatory arrangements for legal services would be retained.
Under this option, the weaknesses of the current system of regulation for
existing front-line professional bodies that are over-complex and inconsistent
will remain. Moreover, some existing front-line professional bodies will retain
their dual roles of representing and regulating their respective professions.
There is a risk that regulations on conduct and business structures would
continue to be set with insufficient regard to protecting and promoting
consumer interests, and promoting competition.

Option 2 – A new single regulatory authority

4.3.

•

The following options for the reform of the regulatory framework for legal
services have been considered:

Under this option a single regulatory authority, the Legal Services Authority
(LSA), would be created. It would be based largely on the Financial Services
Authority (FSA) model, and would exercise full regulatory control over the
provision of all legal services. The LSA functions would be analogous to those
that the FSA possesses, including the setting and enforcement of the rules
and codes governing service provision, giving guidance and advice on
general policy, and exercising investigative, enforcement and disciplinary
powers. Regulatory power would be taken away from existing self-regulating
bodies and vested in the LSA, with the existing professional bodies relegated
to a solely representative role.

Option 3 – An oversight regulator

4.4.

Under this option, a new independent oversight body, the Legal Services
Board (LSB) would be created. The LSB would assume the roles and
responsibilities of the range of existing oversight regulators, providing
consistent and appropriate oversight of front-line regulators (FLRs). These
would be existing (or new) professional or other bodies which could seek
authorisation from the LSB to act as FLRs for the provision of reserved legal
services, to perform the day-to-day regulatory functions. In considering
applications for authorisation, the LSB would want to ensure that FLRs met its
requirements (e.g. in having appropriate governance arrangements that
provide for a clear split in the exercise of their regulatory and representative
functions).

4.5.

In addition, if the LSB was satisfied that an authorised FLR was not exercising
its regulatory functions to a high standard, it would have the power to take
action, including the right to de-authorise the failing FLR. Where there is no
appropriate FLR the LSB will have the power to regulate authorised persons
directly. Where it is doing so, the LSB will have powers conferred on it to
ensure that it can provide effective regulation. In addition, to provide
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additional consumer protection, the LSB could apply for designation as an
enforcer under Part 8 of the Enterprise Act 2002. This would provide the LSB
with the power to seek “stop now” orders. In effect this means that the LSB
will be able to obtain a court order to require practices or individual
practitioners to cease carrying out a specified activity immediately, where that
activity breaches certain legislation and harms the collective interests of
consumers. This can be used in rare cases of flagrant and particularly
damaging abuse.
4.6.

Additional legal service activities would be brought into, or taken out of, the
scope of the LSB’s regulatory reach by secondary legislation. There would be
a statutory requirement for the LSB to consult the OFT, the Secretary of State
the higher judiciary and its Consumer Panel20 about its regulatory decisions.
The LSB would also enter discussions regularly with other statutory
regulators, such as the Financial Services Authority (FSA), on regulatory
issues.

4.7.

This is the option preferred by the Government on reforming the regulatory
framework for legal services. Through retaining the day-to-day functions of
the existing professional bodies, the proposed regulatory framework will be
able to utilise the expertise of the legal professional bodies whilst providing an
oversight sight body that has the powers to ensure that regulation is set
according to consumers’ interests. The LSB will be less bureaucratic whilst
reducing the potential for additional regulatory burden on both professional
bodies and firms, encouraging competition and innovation in the market and
possibly reducing the price of legal services whilst improving the quality of
legal services. Most importantly the LSB will have the power to ensure that
the regulation of the profession is consistent with all the objectives of the
Government’s reform of the regulatory framework for legal services in
England and Wales.

Benefits and costs of options of reforming the regulatory framework for
legal services
•

Option 1 – Do nothing

Benefits
4.8.

There would be no additional economic or social benefits arising from this
option.

Costs
4.9.

Through retaining the current regulatory arrangements for legal services, the
weaknesses of the system, such as its over-complex and inconsistent
arrangements, would remain. Consumers will continue to lack the knowledge
necessary to make accurate assessments of the value for money of the
services they have purchased and/or whether the legal advice and
representation they received can solve their problems. In addition, there is a
risk that regulations on conduct and business structures would continue to be

20
The Consumer Panel would advice the LSB on the need of consumers of legal services. The members of the
Panel would be appointed on merit and would have experience of consumer affairs.
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set with insufficient regard to protecting and promoting consumer interests,
and promoting competition, innovation and diversity in the legal profession.
4.10.

There would be no additional policy costs arising from this option. Using
information
provided
by
the
legal
professional
bodies,
PricewaterhouseCoopers (PwC), in their independent report on the regulatory
reform of legal services21, estimate that the total regulatory costs in 2005-06
were some £97.4m. Of these costs some £64.9m relate to regulatory
functions including disciplinary costs22. The estimate does not fully capture
the opportunity cost of the time spent by high-level regulators (e.g. senior
judicial and ministerial time), and therefore understates the total costs of
regulation in this respect.

4.11.

The Law Society’s costs represent a substantial proportion of this total at
approximately 71%.

•

Option 2 – A new single regulatory authority

Benefits
Economic benefits
4.12.

As all regulatory functions would be vested in and carried out by the LSA,
which has an objective of promoting consumer interests, the emphasis on
service-driven regulation should reduce the risks of regulations on entry to the
professions, and conduct and business structures being set more strictly than
necessary. This in turn should help promote competition and innovation in the
legal services market. Provided that the LSA can be an effective organisation
in ensuring that regulation is in the consumer interest rather than that of
providers, prices for legal services should fall and the market would expand,
to the benefits of consumers.

4.13.

The creation of a single and independent regulator that removes the selfregulatory elements within the regulatory framework and has significant nonlegal/consumer influence should lead to greater accountability by reducing
conflicts of interest, which can arise, between the regulatory and
representative functions of the professional bodies. This will also improve the
transparency of regulatory procedures and increase regulatory certainty. This
in turn should increase consumer confidence in the professions, potentially
leading to an increase in the demand for legal services.

4.14.

A single regulator is likely to give rise to the harmonisation of regulation and
the reduction of regulatory inconsistencies for the legal sector. The resulting
reduction of regulatory burden stemming from the duplication of regulatory
functions23, and increases in efficiencies could lower compliance costs for
existing suppliers, and would attract new entrants into the sector, increasing
competition and innovation. Harmonisation of regulation should also prevent
suppliers from taking advantage of the operation of different regulators
covering the same services by choosing the one most convenient for them.
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PwC’s independent report is published on DCA’s website and can be found at:
http://www.dca.gov.uk/legalsys/lsreform.htm
22
This includes enforcement, rule making, monitoring, rule-making activities and setting entry standards, but
excludes complaints handling and disciplinary costs.
23
See Section 1, Rationale for Government Intervention to Reform the Regulatory Framework
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This will reduce the risk of regulations being weakened and consumer
protection endangered. As a result, the quality of legal services should
improve, to the benefit of consumers.
4.15.

The fact that the LSA has the power to set and impose directly professional
rules, standards of services and rules of conduct consistently across the legal
professions would mitigate the risk of regulatory capture24. This would ensure
that decisions made regarding regulatory issues, are taken independently and
facilitate consumer input into the decision making process, thus protecting
consumer interests.

4.16.

A single regulator should help in facilitating more consistency in training and
entry standards, permitting common training between different legal service
providers and making it easier to transfer between them. This should lower
the barriers to entry to the legal services market for potential new entrants,
and promote diversity and competition amongst providers.

4.17.

A single regulator should provide a clear forum for dealing with any conflicts
in the objectives within the regulatory regime. It is better that resolution of
such conflict rests within one accountable body, rather than in separate
bodies with different vested interests.

4.18.

A single regulator should permit significant flexibility in the system. The
emergence of new services that require regulation would not require the
setting-up of new bodies to regulate them in the future. This would reduce the
propensity to create regulatory anomalies and gaps. A single regulator would
also make it easier to regulate Alternative Business Structures firms (ABS),
through the simplification and concentration of regulatory powers in one body.

Social benefits
4.19.

A single regulator is likely to give rise to greater consistency, providing a
single coherent system of authorisation, supervision and investigation, which
will demonstrate transparency and accountability to the consumer. In addition,
clearer lines of responsibility and greater accountability for the objectives of
the regulatory system will lead to greater consumer confidence and
awareness of consumer rights.

4.20.

The shift away from a professionally-driven approach to one that is more
service-driven might be accompanied by a more consumer-driven approach,
one that emphasised the need to satisfy consumer interests rather than
sustain the standing of the professional provider. This should improve
customer relations and society’s perception of legal service providers.

Costs
Economic costs
4.21.

There would be a substantial risk that by increasing workload after its creation
and without sound management, the LSA could become an overly
bureaucratic and inefficient organisation, with consequent issues of costs and

24
Regulatory capture occurs when regulators advocate the interests of the suppliers that they regulate rather than
the consumer
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unwieldy procedures. In addition, it is possible that regulatory expertise would
be lost during the transitional period through the abolition of the professional
bodies’ regulatory powers. Moreover, with all regulatory functions being
performed by the LSA, the potential for competition between the professional
bodies, in the provision of representative and regulatory services, would be
removed.
4.22.

There is a risk that the creation of the LSA would produce additional
regulatory burdens on the professions (compared to alternative options
considered by the government), thus incurring significant additional
compliance costs for existing and potential new suppliers. This may result in
existing suppliers transferring the additional costs to consumers, leading to
price increases without any corresponding increase in quality. Moreover,
there is a risk that these costs would fall disproportionately on legal
practitioners in rural areas and small practices, and potentially be passed
onto their customers, as there would be fewer practitioners in these practices
to shoulder the additional cost burdens. The additional costs may also result
in a rise in entry costs sufficient enough to deter potential new entrants to the
legal services market, stifling competition and reducing the incentives for
existing suppliers to innovate.

4.23.

Establishing an independent LSA with all regulatory powers vested in it would
make it less likely that the expertise of the professional bodies for setting the
levels of entry standards and training, formulating professional rules,
monitoring compliance and enforcing the necessary codes of conduct would
be utilised. It would be less likely that the professions would be willing to give
up time freely to support the regulatory system and consequently the cost of
information for the formulation and interpretation of quality standards may
rise.

4.24.

Without the expertise of the professions, the risk increases for the regulatory
framework to be set inappropriately, to the detriment of consumers and the
professions. Furthermore, the removal of regulatory functions from the
professions may lessen the feeling of responsibility professionals have for the
quality standards of their professions and thus increase monitoring and
enforcement costs.

4.25.

Although the LSA would be independent from government and fully funded by
the professions, the fact that all regulatory powers are vested in the LSA may
increase scepticism regarding the independence of the legal professions from
outside influence. It has been argued that the resulting detrimental effect on
the confidence of the UK legal professions may deter foreign consumers of
legal services from using the UK (and London in particular) as a centre for
international and commercial litigation and arbitration. Figures show that up to
4,000 international disputes a year take place in London, and above 90% of
disputes handled by international law firms in London involve at least one
foreign party with monies in dispute totalling over US$40 billion in 200225.

4.26.

Using the information provided by the legal professional bodies, the operating
cost for the LSA, including disciplinary functions, were estimated in PwC’s
Final Report26 to be £66.4m annually. This represents a total estimated net
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International Financial Services London, (March 2005), Legal Services: City Business Series. op. cit.
PwC’s independent report is published on DCA’s website and can be found at:
http://www.dca.gov.uk/legalsys/lsreform.htm
26
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additional annual ongoing costs of £1.5m greater than the current costs of
separate legal regulation (i.e. the “Do Nothing” option).
4.27.

Using broad assumptions, the PwC report estimates that the transition costs
associated with the establishment of the LSA represent £55.3m, spread over
three years either side of the LSA inheriting its powers and duties.

Option

Do nothing
With Legal
Services
Authority

Annual
Running
Costs
£000
64,900
66,400

Transition
Costs
(two years
before
vesting)
£000
n/a
11,550

Transition
Costs
(one year
before
vesting)
£000
n/a
16,740

Transition
costs
(one year
after vesting)
£000
n/a
27,000

Costs in 2005-06 prices.

Social costs
4.28.

•

Aside from the social costs referred to under the economic costs section there
would be no additional social costs arising from this option.

Option 3 - An oversight regulator

Benefits
Economic benefits
4.29.

By providing a single point of consistent oversight regulation, the
establishment of the LSB would lead to a reduction of inconsistencies in the
current regulatory framework in the form of regulatory proliferation, confusion,
fragmentation and anomalies for the legal sector. The process of altering
professional rules as a response to changes in market condition would also
be streamlined. This should result in a reduction in regulatory burden for
existing suppliers and an increase in efficiency. Consequently, new entrants
would be attracted to the legal services market, increasing competition and
driving innovation within the sector.

4.30.

The flexibility of the system that allows the LSB to authorise new and current
FLRs to regulate their members in the provision of a range of existing legal
services and newly reserved areas of legal services, would help facilitate
Alternative Business Structures (ABS) and consequently encourage
competition and innovation in the market.

4.31.

In addition, this flexibility should also increase competition for the rights to
regulate the ABS firms that offer the said services, leading to efficiency drives
amongst the ABS regulators and reducing regulatory burdens for ABS firms.
Moreover this flexibility should ensure that consumers are appropriately
protected, especially with the legal services market developing rapidly and
new forms of legal services emerging.
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4.32.

An LSB that has a statutory objective to protect and promote consumer
interest would reduce the risk of regulations on entry to the professions,
conduct and demarcation, being set more strictly than necessary, to the
detriment of competition and innovation in the legal services market. The LSB
will have a duty to ensure that such regulatory restrictions are applied in a
manner that does not deprive consumers of a strong, effective and diverse
profession, in the long run.

4.33.

A regulatory framework that gives responsibility for the regulatory functions to
FLRs with an LSB that provides consistent oversight means that the expert
knowledge of the legal professions for setting entry standards and training,
formulating professional rules, monitoring compliance and enforcing the
necessary codes of conduct would be retained. The risk of losing regulatory
expertise during any transitional period should also be reduced. Leaving the
day-to-day regulations as far as possible to the FLRs would also be more
likely to increase the commitment of suppliers to high standards, reducing the
risk of rising monitoring and enforcement costs.

4.34.

The duty of the LSB to consult with the Office of Fair Trading (OFT) when
authorising new FLRs, or adding to or removing from the list of reserves legal
services, will encourage a balance and enforcement of competition issues as
the LSB and OFT sees fit. In addition, the LSB will be under a duty to respond
to any competition issues that the OFT brings to its attention. This will reduce
the risk of competition being stifled by anti-competitive practices, maintaining
the benefits of innovation and diversity within the market.

4.35.

Through the regulatory powers being retained by the FLRs and the LSB’s role
as an independent oversight regulator, the risk of increasing the scepticism
regarding the independence of the legal professions from outside influence
would be reduced. It has been argued that this may reduce the likelihood of
deterring foreign consumers from using the UK (and London in particular) as
a centre for international and commercial litigation and arbitration. As detailed
in paragraph 4.42, such activities are beneficial for the international reputation
of the UK’s legal profession and the UK economy.

Social benefits
4.36.

If the oversight body was not created and the professional regulatory bodies
were only required to separate their regulatory and representative functions,
as Law Society has suggested, there would still remain a number of
deficiencies in the regulatory framework which these arrangements would not
address. More specifically, by introducing the LSB the inconsistencies in the
existing regulatory framework would be eliminated and the LSB, acting as an
independent oversight regulator would be best able to identify best practices
to meet the objectives of reforming the regulatory framework.

4.37.

Through the creation of an oversight regulator, the regulatory framework
would provide consumers with better protection as an oversight body would
monitor the legal services sector and ensure that regulatory gaps are
anticipated and tackled before consumers are put at risk. In addition, the
separation of the regulatory and representative functions of the professional
bodies will not ensure that the facilitation of the ABS will be adequately
accommodated. The LSB will be responsible for authorising the ABS
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regulators who will licence businesses to provide legal and non-legal
associated services to consumers. We anticipate that ABS will encourage
competition and innovation in the provision of legal services.
4.38.

The separation of the regulatory and representative functions of the
professional bodies alone will not contribute to increasing the confidence of
the consumers. By creating the LSB, there will be an independent oversight
body that is independent from the Government and the profession, and can
therefore focus on promoting consumer interests and the outlined objectives
of reforming the regulatory framework. Such a system will help to increase
consumer confidence in the system and improve the professional standing of
providers.

4.39.

The LSB would be an organisation that is smaller, less bureaucratic and more
efficient than the LSA model. As such it would have a greater ability to adjust
flexibly to future changes in the legal services market, and to make the
appropriate regulatory response. This should aid the future development in
the market, in particular the possible expansion of the role of ABS firms in the
provision of legal services. Further, this may also bring positive benefits in
terms of increasing access to justice especially to the most vulnerable
sections of society, such as those consumers restricted through geographical
access to legal services and those with special needs.

4.40.

In accordance with the objectives of the new regulatory framework, the LSB
will aim to operate openly and transparently so consumers can understand its
decisions and hold it to account. The LSB will carry out ongoing consultation
with consumers and will establish and maintain a consumer panel, further
demonstrating its dedication to consumer interests. It is anticipated that this
feature of the LSB will instill greater confidence in consumers.

4.41.

The clear separation of regulatory and representative functions, which the
LSB would require FLRs to have in place, in conjunction with an oversight
regulator would lead to greater accountability, transparency and an increase
regulatory certainty. The LSB’s retention of the right to carry out regulatory
functions directly, should front-line bodies fail, provides an incentive for FLRs
to regulate their professions in ways which are in the consumers’ interest and
in line with the LSB’s objectives.

4.42.

Under the LSB, the front-line regulatory powers would be exercised at FLRs’
level, subject to regulatory competencies and governance arrangements. The
fact that day-to-day regulatory functions would be performed by FLRs
themselves, would support the principle that the legal profession should be
independent of government to be demonstrated more clearly, compared to
the LSA model. This should mitigate any potential impact on UK legal
services’ international standing. In particular, this should reduce the risk of
withdrawal of foreign purchasers and supplier of legal services from the UK
legal services market, and the likelihood of English lawyers being prohibited
from carrying out legal work within the foreign jurisdictions post-reform,
compared to the LSA option.
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Costs
Economic costs
4.43.

Under the LSB option, the legal professions would be subject to regulations
set by the existing professional bodies (once authorised by the LSB). These
regulations, and other regulatory arrangements, would require the approval of
the LSB before coming into force. In addition, if in the future the LSB decides
to widen its regulatory net to include previously unregulated professions, then
there is a possibility that new regulatory costs would fall on practitioners of
those professions. As such, although suppliers may pass on any additional
regulatory costs to consumers, this should be minimal, as increased
competition amongst suppliers will provide an incentive for suppliers to
identify cost-saving strategies to keep prices relatively low.

4.44.

The LSB’s ability to adapt to changes in the legal services market (including
the possibility to widen its regulatory net) would not be without significant
benefits. Oversight regulation conducted by the LSB would drive efficiency in
the market whilst protecting consumer interests. The result of this would be a
consistent level of high-quality provision across all professions within legal
services.

4.45.

There is a possibility that the FLRs may utilise their knowledge of the current
market conditions of the legal services’ market via the day-to-day businesses
of their members, to formulate regulations that put the interests of the
professions above those of consumers. However, there are safeguards in
place to substantially reduce the incentives of bodies to set regulations in
such a way that harm consumers. Such safeguards include the ability of the
LSB to approve and/or direct that a rule be called in or amended and impose
sanctions, with de-authorisation of the FLR as the last resort.

4.46.

In regards to the application of these safeguards, the LSB will also be
required to act proportionately exercising its powers consistent with the need
to ensure effective regulation.

4.47.

In their independent report27 on the costs of the Government’s proposed
arrangements, PwC identify the ongoing annual running costs of regulatory
system, including disciplinary costs, under the LSB model to be around
£67.3m. The key driver for the difference in costs compared to the ‘do
nothing’ option (which is estimated to cost £64.9m) is the additional annual
running costs of a Legal Services Board which is estimated at £3.6m (as per
PwC’s base-case scenario).

4.48.

This represents a total estimated net additional annual ongoing costs of
£2.4m greater than the current costs of separate legal regulation (i.e. the “Do
Nothing” option).

4.49.

The cost of the LSB option is also approximately £900,000 per year more
than the LSA. In spite of the much lower annual running costs of the LSB
oversight regulator (£3.6m against £66.4m), it is estimated that with the LSB
option, £63.6m of the costs will remain with approved regulators (as the
powers and duties of day-to-day regulation will be delegated down from the

27
PwC’s independent report is published on DCA’s website and can be found at:
http://www.dca.gov.uk/legalsys/lsreform.htm
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LSB to approved regulators) under the new system. This is because the FLRs
will continue to incur costs (e.g. staff and accommodation costs) in largely the
same way as they do at present.
4.50.

The Government are content that the small increase in regulatory costs are
justified by benefits accruing to consumers and the legal service sector as a
whole from the introduction of an oversight regulator (as discussed above).
This increase in regulatory costs with the LSB option should be seen in
conjunction with the decrease in costs attributable to bodies involved in the
regulatory framework from the creation of a single, independent complaints
handling body (see 6.34 onwards).

4.51.

PwC’s base case costs quoted above is estimated on the assumption that the
LSB would have a core staff of 39 staff, with a 9-member board and a 10person Consumer Panel in an out-of-London location. The estimate assumes
that the underlying nature and volume of regulatory activities under the new
LSB would not be substantially different from those performed under the
current regulatory framework.

4.52.

The main driver for the LSB’s estimated annual running costs of £3.6m are
direct staff costs of £1.9m.

4.53.

PwC have estimated transitional costs of £2.3m for the LSB which will be
spread over approximately three years either side of vesting powers in the
new oversight regulator. The largest transition cost, £900,000 relate to new
premises costs (rent, rates and insurances). The majority of transition costs
(£1.6m) will fall in the year before vesting powers in the LSB.

Option

Do nothing
With a Legal
Services
Authority
With a Legal
Services
Board

Transition
Costs
(one year
before
vesting)
£000
n/a
16,740

Transition
costs
(one year
after vesting)

£000
64,900
66,400

Transition
Costs
(two years
before
vesting)
£000
n/a
11,550

67,250

200

1,580

500

Annual
Running
Costs

£000
n/a
27,000

Costs in 2005-06 prices.

4.54.

PwC’s report also identifies £1m of additional “implementation costs” of
setting up a task force for detailed organisation design for the LSB and an
independent complaints handling body (i.e. the OLC). These costs are
estimated to fall in the year before powers and duties are vested in the new
bodies.

4.55.

In their independent report, PwC have also costed alternative scenarios over
and above their base case. This included costing for an incremental increase
in the level of activity and locating the LSB in the North of England or London.
A combination of these variables could result in the annual ongoing running
costs of the LSB rising to £5.6m (base-case plus incremental level of activity
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and located in London). Under this alternative scenario, transition costs could
also rise by approximately £600,000.
Social costs
4.56.

Entity regulation could dilute personal ethical responsibilities and regulatory
accountability of individual solicitors. The removal of self-regulation could also
demoralise legal practitioners increasing the risk of lowering quality standards
to the detriment of consumer interests. However, through the FLRs retaining
the responsibility for ethical and regulatory accountability, this should be
prevented.
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5. Facilitating Alternative Business Structures (ABS) in the
Provision of Legal Services
5.1.
•

Option 1 – Do nothing

5.2.

•

The following options for facilitating ABS in the provision of legal services
have been considered:

Under this option, restrictions on alternative business structures in the legal
professions could remain. In particular, restrictions on the formation of new
business structures, both amongst legal practitioners of different types, and
between lawyers and non-lawyers, would be able to stay. External financing
from non-lawyers into legal practices would continue to be prohibited by most
legal regulators. This option would not attract any additional costs or create
any additional burdens. It would not, however, address the concern that the
restrictive practices of the main legal professional bodies, in particular those
which prevent different types of lawyers working together on an equal footing,
may have adverse effect on competition and innovation in the legal services
industry.

Option 2 – Facilitate the formation of legal disciplinary practices (LDPs)

5.3.

Under this option, lawyers from different legal professional bodies would be
permitted to form legal disciplinary practices (LDPs). Non-lawyers would be
permitted to be managers of LDPs, with roles to enhance the provision of
legal services, but not to provide other non-legal services to the public.
Outside ownership would be permitted, provided that the owners are cleared
by the regulatory authorities as fit to own the LDP.

5.4.

In the regulation of LDPs, a recognised front-line regulator (FLR) would apply
to the LSB for authorisation to regulate the designated types of LDPs. To
obtain the authorisation from the LSB, the FLR would need to demonstrate its
competence in the legal areas it wants to regulate and to satisfy the LSB of its
governance and administrative arrangements. A prospective LDP would apply
for a licence to be regulated by a FLR, the granting of which depends on
whether the specified legal service areas proposed by the applicant fall within
the terms of the authorisation granted by the LSB to the FLR, and on whether
the applicant meets the relevant safeguard tests. In particular, the prospective
LDP must nominate:
•

a Head of Legal Practice (HOLP), a qualified lawyer subject to approval
by the Regulator as a suitable candidate for the function of ensuring
compliance in relation to the legal areas in which the ABS will practice

•

a Head of Finance and Administration (HOFA), approval by the Regulator
as a suitable candidate for the function of ensuring compliance in relation
to practice management, particularly handling of clients’ monies.
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•

Option 3 - Facilitate alternative business structures (ABS) in the provision
of legal and other associated non-legal services via a licensing regime

5.5.

Under this option, it would be possible for different lawyers and providers of
associated non-legal services to obtain a licence to establish ABS firms28 that
contain multiple disciplines, with external financing, subject to the approval of
a professional body that has obtained an authorisation from the LSB to
regulate that form of ABS. Under the proposed arrangement, it would be open
to a FLR to seek authorisation from the LSB to regulate ABS firms. The
application would need to set out precisely the activities which the prospective
ABS regulator is seeking to license, the governance arrangements which it
has in place, and its competence to regulate the activities it proposes to
license. If one of the activities the ABS regulator is seeking to license involves
an area outside the legal profession (e.g. financial services), the LSB would
also have to co-operate with regulators of other regulated services (e.g. the
FSA) before giving its authorisation.

5.6.

In addition, the ABS firm must meet the standards set by the FLR. ABS firms
could be 100% financed externally at the outset, but the ABS regulator would
be required to ensure that the ABS firm acquires appropriate indemnity
insurance cover. External investors in ABS firms must also pass a robust ‘fit
to own’ test set by the FLR/LSB before being permitted to invest in the firm.
This test would be triggered by an amount prescribed in statute and subject to
any supplementary requirements imposed by the rules of ABS Regulators. .

5.7.

Moreover, a prospective ABS must nominate:
•

a Head of Legal Practice (HOLP), a qualified lawyer subject to approval
by the Regulator as a suitable candidate for the function of ensuring
compliance in relation to the legal areas in which the ABS will practice

•

a Head of Finance and Administration (HOFA), approval by the Regulator
as a suitable candidate for the function of ensuring compliance in relation
to practice management, particularly handling of clients’ monies.

5.8.

Legislation will require the LSB to monitor the provision of legal services
across different sectors and geographically, and use the results to inform its
regulatory decisions. This will include the authorisation of, and the imposition
of any conditions upon ABS regulators in accordance with the LSB’s
objectives. Furthermore, the LSB would be able to take appropriate actions
against ABS regulators if they violate the terms of authorisation, and against
the ABS firm if it violates the terms of its licence.

5.9.

This is the Government’s preferred option on facilitating ABS in the provision
of legal services. The ABS licensing regime is much less restrictive than the
LDP option, allowing firms to offer both legal and associated non-legal
services. ABS firms that contain a mixture of lawyers and non-lawyers could
lead to the sharing of good management practice, technological innovation
and efficiencies across the market enhancing competition amongst firms and
potentially reducing the price of legal services. In addition, access to external
finance will enable firms to spread start-up risks, access equity to expand

28
In this context, ‘ABS firm’ is a generic term for all types of legal business entities (e.g. commercial, NfP) that
might be considered for ABS.
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their business, diversify and improve the efficiency of their service provision to
the benefit of customers.

Benefits and Costs of facilitating Alternative Business Structures for the
Provision of Legal Services
•

Option 1- Do nothing

Benefits
5.10.

There would be no additional economic or social benefits arising from this
option.

Costs
5.11.

•

The current unjustified restrictions on business structures in the legal services
market will be able to remain. The inflexibility of the arrangements will
continue to stifle competition in the market to the detriment of legal services
providers and consumers. In addition, the lack of incentives for providers to
improve productivity, reduce costs and innovate whilst rewarding consumers
with low prices, higher quality and wider choice will continue to persist. The
retention of the current restrictions will also have an impact on the UK’s
international competitiveness as English law firms are unable to adapt to the
ever-growing global changes in technology, innovation and consumeroriented focus.

Option 2 – Facilitate the formation of legal disciplinary practices (LDPs)

Benefits
Economic benefits
5.12.

Enabling a wider range of business structures in legal services should benefit
consumers and suppliers by allowing the legal services market to work better.
This is because competition between existing suppliers, and potential
competition from new suppliers and from new forms of supply, would be less
restricted as a result of the removal of the current restrictions on partnerships
between legal practitioners. In particular, allowing new capital from outside
the legal service industry should increase capacity and exert a downward
pressure on prices29 via increased competition.

5.13.

In addition, allowing the formation of LDPs would increase the scope of
sharing the risks of starting a new firm amongst new entrants to the legal
services market, leading to a decrease in financing costs. This would lower
the barriers to entry for potential new entrants, potentially increasing the
number of suppliers in the market, stimulate more competition and encourage
innovation, leading to an increase in the quality of the services.

29
It has been noted that a combination of technology, regulatory changes and the removal of the ban on
advertising have resulted in reductions in the prices of conveyancing services. See Stephen, F. H., Love, J. H. &
Paterson, A. A., (November 1994), Deregulation of conveyancing markets in England and Wales, Fiscal Studies,
15, pp. 102-118
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5.14.

The exploration of integrated legal practices would bring greater convenience
to consumers by allowing a one-stop shop for different types of legal services
e.g. car insurance and accident claim services. In addition, integrated legal
practices would provide opportunities for LDPs to gain from economies of
scale (economies of scope and/or economies of specialisation). If so, it is
expected that the costs of these legal services would fall, as consumers
would now have the opportunity of purchasing services from a single LDP, if
they prefer, rather than having to purchase from a number of suppliers. The
degree of the reduction in costs, however, would depend on the level of
competition in the legal services market.

5.15.

Allowing external investment in LDPs would give these firms access to a
wider pool of capital, for example via share issue, that can be used for new
investment such as upgrading infrastructure and greater innovation towards
the provision of legal services in more consumer-friendly ways, which should
then generate scope for further efficiency gains30. Additionally, the increased
access to external financing and the inherent flexibility of LDPs would give
more opportunities for owners to invest in expanding their businesses to take
advantage of any changes in legal services market, and help to maintain or
increase the international competitiveness of the UK legal service sector31.

5.16.

External owners of LDPs may seek to float a stake in the stock market which
could then improve efficiency by sending a market signal concerning the
future prospects of the firm, which prospective recruits and investors may find
valuable in choosing among alternative employers and investments, and
which the LDP could find useful for evaluating its own performance32.

5.17.

In addition, the reduction of the need for partnership equity in LDPs would
lower the barriers to entry for potential new entrants33, potentially increasing
the number of suppliers in the market, and should help to stimulate more
competition and encourage innovation. It would also allow owners and
partners of LDPs to diversify their risks, lowering the cost of capital, and
facilitating their withdrawals from the legal services market by making their
interests more liquid34.

5.18.

Permitting different types of legal service to be delivered via new business
structures should enable more efficient delivery than at present. Corporations,
with separate owners and managers, tend to provide personal legal services
that involve relatively small but numerous transactions of a similar nature
more efficiently, while partnership structures would be best for the more
complex, diverse and relatively infrequent transactions.

30

It has been argued that permitting external financing of law firms would be key to the introduction of more
information technology to reduce the costs of personal legal services that involve relatively small but numerous
transactions of a similar nature, and that under the current rules similar transformation would be unlikely to take
place. See Dow, J. and Lapuerta, C., (2005), The benefits of multiple ownership models in law services.
[http://www.dca.gov.uk/legalsys/lsreform.htm#cr]
31
It has been argued that the strong competitive position of English law firms is likely to be maintained only if the
legal profession is adaptable. See Brealey, R. A. and Franks, J. R., (2005), The organisational structure of legal
firms; a discussion of the recommendations of the 2004 Review of the Regulatory Framework for Legal Services in
England and Wales. [http://www.dca.gov.uk/legalsys/lsreform.htm#cr]
32
See Dow, J. and Lapuerta, C., (2005), op. cit.
33
It has been suggested that the illiquidity of partnership equity places the law firm at some competitive
disadvantage in recruiting. Brealey, R. A. and Franks, J. R. (2005). op. cit.
34
Dow, J. and Lapuerta, C., (2005) and Brealey, R. A. and Franks, J. R., (2005), op. cit.
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5.19.

External financiers of LDPs may want to build up reputation of the newlyestablished LDPs by developing brands and by ensuring the quality of the
services they offer satisfy the consumers’ demands35. Once the reputation
has been established, the LDPs would have strong incentives to maintain the
high quality of services such that business would not be lost as a result of
tarnished reputations. As a result, the owners may demand stricter
operational discipline such as higher level of internal controls with checks and
balances in connection with consumers’ monies (in particular if the LDP
becomes a public limited company) to protect the reputation, which could
potentially lead to an increase in efficiency. This should also lessen the
likelihood of harm done to consumers due to conflict of interests36.

Social benefits
5.20.

It is anticipated that innovations in the legal services market, driven by the
expected increase in the level of competition in the market, could lead to the
introduction of new customer service techniques and new channels for
delivering services. As a result, less mobile consumers and those living in
rural areas, may find it more convenient to purchase legal services,
enhancing access to justice.

5.21.

One example of how embracing new technologies and marketing ideas can
benefit legal service providers and consumers alike is the model used by
firms such as Shop4Law37. Shop4Law use an internet-based programme
through which consumers identify their personal needs and are matched with
individual legal service providers. For solicitors, Shop4Law are an innovative
way to promote themselves and develop their businesses in a cost effective
way. For consumers, the website provides a convenient and user-friendly way
of finding a solicitor who is most closely aligned to their preferences (be they
location, experience, cost or speed of service).

5.22.

The reduction of the need for partnership equity in LDPs is expected to
provide more opportunities to a wider range of individuals, such as female
legal professionals38 and those from lower income groups39, who have the
required competence but not the capital or time to progress within existing
legal partnership arrangements. It should also make it easier for LDPs to hire
and retain high-quality para-legal and managerial staff.

5.23.

The potential increase in the number of suppliers in the legal services market
may also raise the possibility of increased training opportunities for law
students, including those from under-represented groups. In particular, it has
been pointed out that the increased flexibility provided by LDPs would
improve the representation of women and their retention at the Bar40. This
could also help to increase diversity in the legal professions further.

35
Data provided by The Law Society, shows that claims of ‘dishonest practice’ are disproportionately generated
by smaller law firms (as measured by number of partners) which tend to have less incentives to build up reputation
compared to their larger counterparts. Grout, P. A., (2005), The Clementi Report: Potential risks of external
ownership and regulatory response – A report to the Department for Constitutional Affairs.
[http://www.dca.gov.uk/legalsys/lsreform.htm#cr]
36
Blanes i Vidal, Jordi, Ian Jewitt and Clare Leaver, 2005, Legal Disciplinary Practices: A Discussion of the
Clementi Proposals - http://www.dca.gov.uk/legalsys/blanes-i-vidal-leaver-jewitt.pdf
37
http://www.shop4law.co.uk/
38
See 5.47
39
Office of Fair Trading, (2001), op. cit.
40
Blanes i Vidal, J., Jewitt, I. and Leaver, C., (2005), op. cit.
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Costs
Economic costs
5.24.

Although constrained by the existing regulatory framework, many in the legal
profession have sought to extend the range of legal and non-legal services
that they can deliver. For example, a number of legal practices currently offer
financial services as part of an all-round service to their customers. Under this
option, LDPs would be restricted to the provision of legal services only, which
could be more restrictive than the current system where legal practices can
offer a wide range of unregulated (non legal) services such as general
business advice and estate agency services, as well as other regulated
services such as financial advice. This would reduce the incentives for
prospective owners to start a new LDP, reducing the scope of competition
within the legal services market, to the detriment of consumers of legal
services.

5.25.

Concerns have been expressed that the introduction of outside ownership of
LDPs may lead to the leaking of client’s confidential information due to
unreasonable commercial pressure or conflicts of interest41, compromising
the interests of consumers. However, it has been pointed out that the
potential harm from conflicts of interest caused to consumers is often induced
by the inability of owners to perfectly control managers, rather than by their
excessive ability to do so42. In addition, it is expected that the proposed
safeguards in place, such as the fitness-to-own test and the incorporation of a
HOLP and a HOFA in the LDP, would minimise this risk43. Furthermore,
commercial considerations should also play an important role in protecting
confidential information.

Social costs
5.26.

There is a risk that the anticipated increase in the level of competition in the
legal services market may lead to the withdrawal of some inefficient suppliers
of legal services from certain areas of the market. In particular, those
inefficient suppliers on local high streets and in rural areas may be forced to
close down in the face of greater competition from lower cost providers. This
raises the potential risk of reducing consumer choices and may have an
adverse effect on access to justice. However, this risk should be mitigated by
the expected changes in the provision of legal services.

5.27.

Different legal practitioners will have the opportunity to form integrated legal
practices and be more efficient by taking advantage of the potential gains
from economies of scale, thus ensuring that they can continue offering legal
services (see para. 5.31). In addition, new innovations in the legal services
market, driven by greater competition, would lead to new ways of legal
services being delivered to consumers in rural areas, thus ensuring that their
access to justice would not be diminished (see para. 5.44).

41
It has been pointed out that conflicts of interests are the other side of the coin to synergies, and if most
operations of the LDP were ring-fenced, then opportunities for synergies in the LDP would be limited. The
resulting gains from economies of scale are correspondingly lower. Brealey, R. A. & Franks, J. R., (2005), op. cit.
42
Blanes i Vidal, J., Jewitt, I. and Leaver, C., (2005), op. cit.
43
It has been argued that conflicts of interest already exist in law firms and that the resulting problems would be
better dealt with by regulation rather than by severe restrictions on outside ownership. See Brealey, R. A. &
Franks, J. R., (2005), op. cit.
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•

Option 3 - Facilitate alternative business structures (ABS) in the provision
of legal and other associated non-legal services via a licensing regime

Benefits
Economic benefits
5.28.

It is foreseen that all the economic benefits listed under the LDP model would
apply equally under this licensing model (see para. 5.12–5.19). However, it is
expected that the scale of these benefits would be greater under the ABS
licensing model in some areas.

5.29.

Firstly, the business structures facilitated under the licensing regime are much
less restrictive compared to the LDP model by allowing the ABS firms to be
multi-disciplinary practices, offering both legal and associated non-legal
services44. The licensing regime is also less restrictive compared to the ‘do
nothing’ option as it allows ABS firms to offer reserved and unreserved legal
and associated services45. The scope of competition within the legal services
market could widen as a consequence.

5.30.

Secondly, the ABS firms may find it easier to attract external financing than
LDPs due to their ability to accommodate legal and non-legal business areas,
thus allowing them to offer more service packages, which would be more
attractive to investors. Also the scope of sharing the risks of starting a new
ABS firm would not be restricted to legal practitioners. Reduced risk for new
entrants could lead to higher levels of competition than under the LDP model.

5.31.

Thirdly, gains from facilitating integrated practices could be larger, as
consumers may benefit from the convenience of purchasing legal as well as
associated non-legal services under one roof. The scale of the gains from
economies of scale may also be larger, since some ABS firms could be larger
than LDPs due to their ability to accommodate practitioners from a wider
range of services46.

5.32.

Fourthly, the incentives to maintain high quality would be higher for ABS firms
compared to LDPs as more areas of service would be at risk from a bad
reputation47. Owners of ABS firms may also demand even stricter operational
discipline48 to ensure that the hard-earned reputation is maintained49.

44

It is interesting to note that enactment of the Legal Profession (Incorporated Legal Practices) Act 2000 in New
South Wales, Australia, has facilitated the establishment of legal practices with alternative business structures,
known as Incorporated Legal Practices (ILPs). In 2005, approximately 60 of the 452 ILPs in New South Wales are
multi-disciplinary. Mark, S. A. and Cowdroy, G., (2004), ‘Incorporated legal practices - A new era in the provision
of legal services in the state of New South Wales’ Penn State International Law Review, 22.
45
In New South Wales in 2005, approximately 20% of ILPs provide accountancy and / or financial planning
services as well as legal services. The data suggests that the most common areas of practice for ILPs are
commercial / corporate advisory work, financial services and conveyancing. Over 10% of the legal profession in
New South Wales now work in an ILP and this number is steadily increasing.
46
Davies, S. W., (2005), The economic implications of partnership restrictions in the legal services sector and
their possible removal. [http://www.dca.gov.uk/legalsys/lsreform.htm#cr]
47
This is especially true for large corporations, where one scandal can harm an entire corporation’s reputation and
business. Moreover, the stakes of large corporations in protecting their reputations can prompt service quality that
exceeds minimum acceptable levels.
48
It has been noted that a number of large national legal firms in New South Wales are seriously considering ABS
because of the improved management and structural options it affords them, but are waiting for legislation to be
enacted in all states.
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5.33.

Moreover, ABS firms that contain practitioners from different services would
allow the sharing of good practice and the sharing of innovation and
technological advances across the professions. These should lead to
increases in efficiency and better quality of services. The greater scope for
flexibility of services that these firms provide should also allow firms to
respond rapidly to changing consumer demand by offering new combinations
of legal and non-legal service packages.

5.34.

The facilitation of ABSs will also enable firms to expand the scope of their
business and broaden their capacity to compete in international markets.
Under the existing restrictions providers can face constraints on the amount
of debt equity they can raise to aid the expansion of their business. Under
ABS, legal service providers will have access to wider range of equity to
invest in large-scale capital projects that increase efficiency.

Social benefits
5.35.

It is foreseen that the social benefits listed under the LDP model would apply
equally under the ABS licensing model (see para. 5.20–5.23). However, it is
expected that the scale of these benefits would be greater under this model in
some areas.

5.36.

By facilitating a greater number of new suppliers in the legal services market,
the ABS licensing model may also provide more opportunities for underrepresented groups to enter into and to progress within the legal professions
than under the LDP model. This could help increase diversity in the legal
professions further. In addition, there should also be more training
opportunities for law students compared to the LDP model. This will have
benefits for trainees in BME groups, whom statistics have identified as having
greater restrictions to training facilities than their non-BME counterparts50.

5.37.

The potentially larger gains from economies of scale by ABS firms should
mean that ABS firms would be more likely than LDP firms to centralise their
back-office operations, minimising costs. This raises the possibility of
providing legal services in areas where they did not exist before, e.g. in rural
areas. These could now become financially viable and attractive to owners of
ABS firms. Through longer opening hours, increased usage of technology and
advanced customer care skills, ABS firms would be able to offer consumers
improved access to a wide range of legal services, enhancing access to
justice.

5.38.

In addition, increased efficiency and the larger scope of information-sharing
with other business areas within the ABS firm may lead to suppliers becoming
willing and able to offer more types of legal services that were less financially
viable under the existing restrictive business structures.

5.39.

As civil disputes often involve multi-disciplinary issues, the ABS proposals
could act as a catalyst for the increased creation of one-stop shops with
integrated legal and non-legal professionals. If so this could result in an

49

Data from New South Wales suggests that practitioners working in ILPs are slightly less likely to be the subject
of a consumer complaint than practitioners working in traditionally structured firms. This may be due to the
requirement of ILPs to implement appropriate management systems.
50
The Law Society, Strategic Research Unit (2005) Trends in the solicitors’ profession: Annual statistical report
2005. Also see Racial Equality Impact Assessment.
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increased in those providers which offer more comprehensive services for
consumers, leading to a situation where the parties involved are better able to
make more informed decisions as to how the disputes would be best settled.
For example, providers may choose to utilise Alternative Dispute Resolution
(ADR) methods, thus reducing the need for the parties involved to incur
substantial costs, unwanted stress and uncertainty of litigation. This would
also help reduce the demand on valuable court time.

Costs
Economic costs
5.40.

Allowing alternative business structures may lead to a risk that confusion
could arise within the ABS firms that have to satisfy different regulations set
by different regulators, where the ABS firm provides services subject to
control by more than one regulator. This would raise the firm’s compliance
costs and the operational costs for the different regulators, as more resources
may have to be employed to ensure that regulations set by various regulators
do not contradict each other. More importantly, the possibility of confusion
amongst the regulators may increase the risk of certain parts of ABS firms’
businesses not being properly regulated, to the detriment of consumers.
Potential conflicts arising out of the rules of different regulators may also
increase the risk of regulatory capture.

5.41.

However, the LSB would only agree to license services, other than legal,
where it was satisfied with the regulatory arrangements of the ABS regulator
(e.g. The regulator had agreements in place with other regulators concerned).
It could also minimise this risk by entering into discussions regularly with
other statutory regulators, such as the FSA, on regulatory issues. In addition,
the statutory requirement for the LSB to consult the OFT, the higher judiciary
and its Consumer Panel, about its regulatory decisions, should ensure that
confusion of regulations across the services are reduced.

5.42.

Where the different regulators concerned with an ABS firm experience a
conflict of rules, it would be the responsibility of the ABS regulator to resolve
this conflict. Where this has proved unsuccessful, the case would then be
referred to the LSB to give direction as to how the conflict could be resolved
in accordance with their objectives.

5.43.

There is a concern, similar to that associated with the LDP model, that the
introduction of outside ownership and providers of non-legal services in ABS
firms could lead to the leaking of client’s confidential information due to
unreasonable commercial pressure or conflicts of interest, compromising the
interests of consumers. However, the ‘fit to own’ test for external investors
and the incorporation of a HOLP and a HOFA would apply to the ABS firm.
ABS firms would also be required to make clear to all potential clients the
extent to which restrictions on confidential information would apply and in
relation to which partners, directors or employees of the firm. These
safeguards should be able to minimise the risk of client’s confidential
information being exposed51.

51

The experience in New South Wales suggests that these conflicts in interest do not seem to arise to any greater
extent than the issues created in firms under existing business structures where corporate/commercial clients exert
enormous pressure on legal practitioners to provide legal advice that is ethically questionable.
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5.44.

There is a risk that in a liberalised regime that facilitates alternative business
structures, larger legal firms may seek to “foreclose” competition from smaller
firms, reducing the choice available to consumers52. This could have serious
implications for those consumers in rural areas if those larger legal firms do
not consider it profitable to spread their service provision to those areas.

5.45.

However, it is envisaged that ABS is likely to increase rural access to legal
services through possibly utilising the existing infrastructure of firms. For
example, banks and building societies could use their high street offices and
internet delivery systems to provide legal services in those areas, avoiding
high set-up costs.

5.46.

The government recognises the risk of diminished access in rural areas and
the LSB and ABS regulators will be under a duty to ensure that the statutory
objective of access to justice is achieved especially for those with a
geographical disadvantage and those with special needs. As a result of this
duty, the distribution of service provision will be closely scrutinised by the
FLRs, who are bound by the statutory objective of promoting competition,
thus mitigating the risk.

5.47.

Due to the increased competition introduced by the ABS proposals, there is a
possibility that inefficient firms may be driven out of the market if they cannot
adapt to participate in the newly competitive legal services market. This may
affect mainly smaller firms who cannot evolve with the market, affecting
mainly BME solicitors and women. However, women should benefit from the
move away from the traditional partnership structures, to a more flexible
structure that the ABS proposals should promote. They will benefit from the
greater range of employment opportunities with high responsibility within legal
and non-legal entities, thus facilitating their ability to demonstrate their
capability in ways that are not widely acceptable in the existing societal
structure which is predominantly patriarchal53. The impact these proposals
may have on BME groups is discussed in detail in the Racial Equality Impact
Assessment54.

5.48.

Under the licensing scheme, those firms who are currently operating under
business arrangements that will fall within the regulatory net of ABS licensing
may be at a competitive disadvantage because of the regulatory burden of
the licensing fees. However, the FLRs will have the discretion to waive or
alter any or all of the licensing conditions in consideration of the ABS firm.
Where the organisation is a Not for Profit (NfP) firm, the LSB and FLRs
would have the discretion to waive or alter any or all of the licensing
conditions according to the nature of the entity that it regulates. This could
include:
•

group licensing;

•

the discretion to waive the licence on competency grounds, where the
criteria has been demonstrated through quality assurance schemes, such
as the Legal Service Commission’s Quality Mark, and;

52

See Small Firms Impact Test
Landers, Rebitzer and Taylor (1996) cited Blanes i Vidal, J., Jewitt, I. and Leaver, C., (2005) offer compelling
evidence that the existing business structures are particularly unsuitable for the progression of women solicitors.
54
See Racial Equality Impact Assessment
53
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•

the discretion to waive the licence to increase access to justice, in cases
where to impose the licence would be such a burden on the organisation,
it would not be able to provide services.

For other than NfP ABS providers, there will be a transitional period to enable
FLR’s to consider existing arrangements and to issue any appropriate
licences. This issue is discussed further in the Competition Assessment 55.

5.49.

The administrative costs of regulating ABS would be determined by the extent
of the regulatory activities for ABS carried out by the ABS regulator. ABS
regulators would be expected to levy an ABS licensing fee on ABS firms. This
fee would be fair and proportionate to the size of the firm, and would cover
the cost of operating the ‘licensing’ scheme. As this fee is expected to be
justified by the benefits ABS firms would gain in being permitted to form new
business structures, for example gains in the form of economies of scale,
reduction in transaction costs and increased level of freedom in terms of
organisational form for business structures in the legal services market, it is
not expected that the fee would deter new entrants from setting up ABS firms.

5.50.

Moreover, it is envisaged that the process of applying for an ABS licence
would be no more complicated and administratively burdensome for ABS
firms than the existing process for solicitors of applying for a practising
certificate. For NfP organisations, licences can be obtained as a group, or the
fee can be waived on competency grounds, to minimise the burden generated
from the process of obtaining and maintaining the licences, ensuring that
access to justice would be safeguarded.

Social costs
5.51.

As in the LDP model, there is a risk that the anticipated increase in the level
of competition in the legal services market may lead to the withdrawal of
some inefficient suppliers of legal services from certain areas of the market, in
particular, those located on local high streets and in rural areas. This raises
the potential of reducing consumer choices and may have an adverse effect
on access to justice. However, it is expected that this risk would be more
likely to be mitigated in the ABS licensing model by the expected changes in
the provision of legal services. Through lifting the restrictions on access to
external finance and partnerships between lawyers and non-lawyers, there is
great potential for widespread expansion, efficiency gains and technological
innovation in the provision of integrated services.

5.52.

Compared to the LDP proposals, the ABS licensing regime will be better
placed to encourage service provision in rural areas. The lowered risk in
starting up new legal business, afforded by external finance, and the potential
to offer legal and associated non-legal services under one roof will provide an
incentive for suppliers to provide legal services in areas and locations which
were previously regarded as unprofitable.

5.53.

In particular, since there is potential for the size of some ABS firms to be
larger than LDPs (due to the greater variety of permitted services), the scale
of gains from economies of scale for these ABS firms would also be larger.
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See Competition Assessment
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Thus it is more likely for practitioners from different professions to join up to
take advantage of the potential gains, and to continue to offer integrated legal
and associated services on high streets and rural areas. In addition, as it is
expected that ABS firms would be more likely to continue offering services in
these locations via increased usage of technology, access to justice should
not be diminished.
5.54.

Through lifting the restrictions on partnerships between lawyers and nonlawyers in the provision of legal and non-legal services, consumers may be at
risk from the practice of ‘tying-in’56. This risk is further enhanced if there is a
majority of non-lawyer owners in the ownership structure exerting commercial
pressure on practitioners. In order to reduce this risk, legislation dictates that
the FLRs of ABS ensure that firms identify a HOLP who will ensure that the
ABS firm adheres to the rules of the FLR. In addition, the LSB will also have
the discretion to decide whether the services provided by some ABS firms
require a certain level of lawyer control to prevent practices that are not in the
interest of the consumer.

56
Blanes i Vidal, J., Jewitt, I. and Leaver, C., (2005), op. cit. Identify two types of ‘tying-in’. ‘Contractual Tyingin’ occurs where non-advocacy and advocacy services are bundled together so that a customer cannot purchase one
without the other. This also relates to ‘buy one, get one free’ offers. ‘De Facto tying-in’ relates to the switching
costs of clients switching from one supplier to another. These costs may include transferring files and giving new
instructions. Depending on how high these switching costs are, providers may fail to refer clients to other suppliers
when faced by lack of expertise or conflicts of interest. Both these forms of ‘tying-in’ are illegal under the
Competition Act 1998, would apply to the entire firm.
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6. Reforming the Complaints Handling Arrangements in Legal
Services
6.1.

The aim of this proposal is to simplify the current arrangements in the
complaints handling of legal services encountered by consumers and
suppliers, to increase accountability and transparency of the complaints
handling system, to improve the way consumer complaints are handled, and
to increase consumer confidence in the complaints handling system.

6.2.

The following options on reforming the complaints handling arrangements in
legal services have been considered:

•

Option 1 – Do nothing

6.3.

•

Option 2 – A single point of entry for all complaints against legal
practitioners (the ‘post box’ option)

6.4.

•

The current structure to deal with complaints and disciplinary matters in the
legal services would be retained. This would mean leaving consumer
complaints with the professional bodies subject to oversight by various
bodies. Possible acts of misconduct would continue to be handled by the
disciplinary procedures of the professional bodies. Tribunals that are
independent of, but are funded by, the professional bodies would continue to
hear cases of possible misconduct. This option would not attract any
additional costs or create any additional burdens. However, there is a risk that
the proliferation, fragmentation and overlap featured in the current complaints
handling arrangements would remain. In addition, complaint handling by
certain professional bodies could remain unsatisfactory, and the
independence of the complaint system would continue to be questioned,
undermining consumer confidence in the legal services market.

Under this option, a single point of entry for all consumer complaints would be
established for complaints that remained unresolved at the ‘in-house’ level.
Complaints would be sifted into different categories or type of complaints and
would then be passed down to the FLRs to deal with them. This point of entry
would essentially be a ‘post-box’ for all complaints and the complaints
handling system would remain in the control of the legal profession.

Option 3 – A new complaint handling body

6.5.

Under this option, the Office for Legal Complaints (OLC) would take over
the role of the FLRs in handling consumer complaints. The OLC would be a
single body, completely independent from the FLRs. The Office of the Legal
Services Ombudsman and the Office of the Legal Services Complaints
Commissioner would be abolished.

6.6.

The OLC would form part of the new regulatory framework involving the LSB
and would be accountable to the LSB for its overall operation. This would
ensure that the LSB has proper oversight of the entire regulated legal
services sector. However, the LSB would have no authority to examine
individual complaints.
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6.7.

Legal service providers would be required by the FLRs to maintain ‘in house’
complaints handling procedures, which must satisfy any requirements set by
the LSB, to deal with complaints made by consumers in the first instance. The
OLC would handle all complaints made against the providers that cannot be
resolved at the local level. These complaints would be passed directly to the
OLC. The OLC would refer potential issues of misconduct to the FLRs. The
OLC would have the ability to require a FLR to inform the OLC of the action it
takes on conduct matters.

6.8.

In addition, the OLC would be empowered to provide redress, up to a limit of
£20,000, to consumers when appropriate. It may also refer the complaints to
other statutory regulators (or their redress body) concerned. The existing
disciplinary arrangements with regard to acts of misconduct would be largely
unchanged and would continue to be handled by the disciplinary procedures
of the FLRs, although there would be LSB oversight.

6.9.

This is the Government’s preferred option on reforming the complaints
handling arrangements in legal services. The OLC will be independent of the
legal profession, which will help to improve consumer confidence in the legal
services industry, and should aid the regulatory framework in achieving its
objectives. The body will provide a single system with one point of entry for all
consumer complaints, making the system simpler for consumers and helping
to accommodate alternative business structures. In addition, the fact that the
OLC will have powers to deal directly with complaints as well as having the
ability to provide redress of up to £20,000 will provide legal services providers
with an incentive to act in an ethical and accountable manner to avoid
complaints being lodged against them and also provide consumers with
adequate compensation, where necessary.

The Benefits and Costs of reforming the Complaints-handling arrangements
for Legal Services
•

Option 1 – Do nothing

Benefits
6.10.

There would be no additional economic or social benefits arising from this
option.

Costs
6.11.

There would be no additional economic or social costs arising from this
option. However the proliferation, fragmentation and overlap featured in the
current complaints handling arrangements would remain. In addition,
complaint handling by certain professional bodies might remain
unsatisfactory, and the independence of the complaint system would continue
to be questioned, undermining consumer confidence in the legal services
market.

6.12.

There would be no additional policy costs arising from this option. Using
information
provided
by
the
legal
professional
bodies,
PricewaterhouseCoopers (PwC), in their independent report on the regulatory
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reform of legal services57 estimate that the total regulatory costs in 2005-06
were £97.4m. Of these costs £32.5m relate to complaints handling.
6.13.
•

The Law Society’s costs represent a substantial proportion of this total at
approximately 88%.

Option 2 – A single point of entry for all complaints against legal
practitioners (the ‘post box’ option)

Benefits
Economic benefits
6.14.

This option provides a single system with one point of entry for all consumer
complaints, making the system simpler for consumers to use. This system will
also minimise the inefficiencies caused by consumer complaints being
directed to the incorrect regulator.

Social benefits
6.15.

The simplification of the complaints handling system will increase public
understanding of the system and therefore encourage those consumers who
have a valid reason to complain, to do so. This might help to restore some
consumer confidence in the complaints handling system.

Costs
Economic costs
6.16.

A body with a ‘post-box’ role for consumer complaints would put an additional
operational cost burden on suppliers, through the cost of creating and running
the new body. This burden is likely to be transferred to consumers, leading to
higher prices. The fact that this body has no power to deal with the substance
of complaints would mean that the higher prices consumers would be paying
would bring little, if any, additional benefit such as better complaints handling.

Social costs
6.17.

Under this ‘post-box’ complaints system, substantive complaints handling
functions including adjudication would remain in the control of the legal
profession, and therefore there will continue to be some concerns as to the
independence of the system. This system might fail to improve consumer
confidence in the legal services industry and would fail to aid the regulatory
framework in meeting its objectives such as protecting and promoting
consumers’ interests.

6.18.

As the ‘post-box’ complaint office is unable to award redress, there would be
less incentive for suppliers to improve service quality. This complaint office
will essentially act as a ‘complaints distribution centre’.

6.19.

Using the information provided by the legal professional bodies, the operating
cost for the post-box option, were estimated in PwC’s Final Report58 to be

57
PwC’s independent report is published on DCA’s website and can be found at:
http://www.dca.gov.uk/legalsys/lsreform.htm
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£32.9m annually. This represents a total estimated net additional annual
ongoing costs of £400,000 greater than the current costs for complaints
handling (i.e. the “Do Nothing” option).
6.20.

Using broad assumptions, the PwC report estimates that the transition costs
associated with the establishment of the postbox option represent £500,000,
spread over one year.

6.21.

The relatively small increase under the post-box option reflects the small
change in the way complaints handling is arranged under this option.

Option

Do nothing
Postbox

Annual
Running
Costs
£000
32,520
32,920

Transition
Costs
(two years
before
vesting)
£000
n/a
-

Transition
Costs
(one year
before
vesting)
£000
n/a
-

Transition
costs
(one year
after vesting)
£000
n/a
500

Costs in 2005-06 prices.

•

Option 3 – A new complaint handling body

Benefits
Economic benefits
6.22.

A single complaint body would bring greater consistency and clarity to the
complaints handling process. With one point of entry for all consumer
complaints, the system will be simpler and will also help to accommodate
Alternative Business Structures (ABS) by identifying the most efficient route
for resolution when the complaint has not been successfully resolved via ‘inhouse’ procedures. The clearer channels for complaints handling would lead
to a more efficient and effective complaint mechanism. Coupled with potential
scope for economies of scale, through the amalgamation of several systems
into one, this should lead to time and overhead savings for FLRs and
suppliers of legal services.

6.23.

The ability of the OLC to award redress of up to £20,000 in a manner that is
fair to both consumers and providers, should give consumers with valid
reasons to complain an incentive to do so. Such a redress mechanism would
have a further benefit to the profession to the extent that consumers would
have more confidence in purchasing legal services. The ability of the OLC to
award redress should also provide suppliers with an incentive to act in an
ethical and accountable manner, and overall, improve the service quality of
legal services.

6.24.

Creating an independent complaints handling body with effective powers,
ensures that legal professionals have an added incentive to adhere to the
code of practice and disciplinary procedures outlined by the FLRs and OLC.
These powers will also act as a deterrent to non-compliance on the part of the
providers. These provisions will encourage consumers to make legitimate

58
PwC’s independent report is published on DCA’s website and can be found at:
http://www.dca.gov.uk/legalsys/lsreform.htm
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complaints, which should increase the chances of instances of misconduct
being brought to the FLRs’ attention.
6.25.

The way the OLC would be funded, in part by a general levy on the
profession, and in part as a payment from those against whom complaints are
upheld (i.e. ‘polluter pays’), should provide suppliers with another incentive to
improve service quality of legal services in order to reduce the likelihood of
having complaints lodged against them, potentially to the detriment of their
reputations and finances. The ‘polluter pays element’ should also serve to
ensure that, to the greatest possible extent, the costs of running a complaints
handling system are met by those who are responsible for generating
complaints.

Social benefits
6.26.

A complaint system that is independent of the legal profession would improve
consumer confidence in the legal services industry and should aid the
regulatory framework in achieving its objectives. In conjunction with the
statutory requirement for the FLRs to separate their regulatory and
representative functions under the LSB model, it would remove consumers’
concerns that the system for complaints against lawyers, run by lawyers
themselves, fail to look after their interests. Consequently, consumers with
valid reasons to complain should be more confident and inclined to do so,
encouraging suppliers to improve the quality of their legal services and
therefore reduce the number of complaints lodged against them.

6.27.

The powers that the OLC will have to share information about complaints with
consumers will empower consumers to make better informed decisions about
choosing their legal services provider thus improving consumer confidence in
the legal services market. They will be confident that complaints will be dealt
with transparently and independently. Such information will help consumers
make better-informed decisions about purchasing legal services, helping to
address the existing information asymmetries in the market, improve
standards of quality and eventually, through increased competitiveness,
potentially reduce prices and improve access to justice.

6.28.

By providing an independent and impartial complaint system, the OLC
provides a clear forum for dealing with complaints in a way that is consistent
with the objectives of legal services reform. This involves primarily protecting
and promoting consumer interests; providing an incentive for individual
practitioners to meet appropriate quality standards and increasing public
understanding of the citizen’s legal rights.

6.29.

By leaving front line regulators with the power to discipline their own
members, the reform of complaints handling arrangements recognises that
consumers are far more content with this aspect of their performance to date.
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Costs
Economic costs
6.30.

There is a possibility that increased consumer confidence in the complaint
system, simplification of the complaint procedures, an increase in the redress
amount and the greater transparency of the disciplinary systems may lead to
a rise in complaints both of a genuine and spurious nature. The potential
increase in complaint cases may increase the workload for suppliers of substandard legal services, as the OLC would now be more likely to follow-up a
higher proportion of the complaints received. However, this cost has to be
balanced by the fact that firms required by the OLC to compensate for the
poor service provided would have further incentives to improve the quality of
their services, leading to fewer complaints being lodged against them. This
would reduce the likelihood of the cost involved in handling complaints being
incurred in the first place.

6.31.

Since the OLC is expected to be more effective in handling complaints, there
could be an increase in the numbers of legitimate complaints made, therefore
it is more likely that suppliers who provide poor quality services would be
complained against to the OLC. Consequently, the compliance costs for these
suppliers are likely to rise, for example in the form of paying financial
redresses or extra investment in their ‘in-house’ complaints handling facilities.
However, this possibility should act as incentives for these suppliers to raise
the quality of their services, or to improve their complaints handling facilities
so that complaints can be satisfactorily resolved in-house, to the benefits of
consumers.

6.32.

It has been suggested that the introduction of the OLC may make legal
professionals overly cautious and therefore they may seek to avoid taking on
cases, which are more complex or ‘difficult’ and could leave them more
susceptible to complaints, thus incurring extra costs. This may lead to some
suppliers withdrawing from those particular areas and, reducing competition,
or worse still, abandoning them all together As a result, consumers may be
unable to find a supplier that is willing to provide them with the services they
demand. However, the likelihood of this happening is reduced by the proposal
that the amount of redress the OLC can award would be limited to £20,000.
Further, the risk of legal providers taking an overly cautious approach is
equally applicable under the current system and there is no empirical
evidence that it has driven some lawyers to avoid these cases. The ‘cab-rank’
principle59 also ensures that some lawyers are not allowed to select their
clients by personal preference.

6.33.

The cost of generating more complaints may not necessarily incur an
additional cost to particular sectors of the legal services market. In working
out its funding mechanism, the OLC would consult with the profession to
ensure that the costs of complaints handling are divided fairly. It would be
open to the OLC, for example, to ensure that the cost per complaint is lower
in areas where providers are inherently more likely to generate complaints.
For example, criminal barristers generate high levels of complaints because
their clients often view it as another de facto route to appeal; but these

59

The "cab rank" rule dictates that every member of the Bar is obliged, without fear or favour, to represent clients
who offer themselves, regardless of how unpopular they may be in the community or elsewhere.
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complaints are not especially likely to be upheld. The OLC will consult on its
annual budget, and as it is bound by the regulatory objectives it is likely that it
would want to take steps to mitigate any possible risk that providers will shy
away from particular areas of the law.
6.34.

In their report60 on the costs of the Government’s proposed arrangements,
PwC identify the ongoing annual running costs of complaints handling system
under the OLC option to be around £20.6m. This figure represents £16.8m for
the OLC’s running costs and approximately £3.8m in unavoidable overhead
costs currently allocated to regulators’ complaints handling functions.

6.35.

The key driver for the difference in costs compared to the ‘do nothing’ option
(which was £32.5m) are the savings made against annual running costs from
the rationalisation of the complaints handling system, which are estimated at
£28.7m and the ongoing annual running costs of the new OLC estimated at
£16.8m (for their base-case scenario).

6.36.

This represents a total estimated net additional annual ongoing costs of £12m
less than the current costs of separate complaints handling (i.e. the “Do
Nothing” option).

6.37.

The OLC is also approximately £12.3m per year cheaper than the post-box
option. This is because under the post-box option, complaints handling will
continue to be handled by the individual regulators, and thus will not benefit
from the rationalisation of the current complaints handling framework.

6.38.

This base case cost is estimated on the assumption that the OLC would have
a core staff of 319 staff, with a 7-member board, based in the West Midlands.
The estimate assumes that the underlying nature and volume of complaints
under the new OLC would not be substantially different from those received
under the current regulatory framework.

6.39.

PwC have estimated one-off transition costs of £23.6m for the OLC which will
be spread over approximately two years either side of vesting powers and
duties in the new single complaints body. The Government is satisfied that
these costs are justified by the benefits of a single, independent complaintshandling body as outlined above. Furthermore, these one-off transition costs
should be seen in the context of the estimated £12m annual decrease in
operating costs under the OLC option.

Option

Do nothing
Postbox
With an Office
for Legal
Complaints

Annual
Running
Costs
£000
32,520
32,920
20,590

Transition
Costs
(two years
before
vesting)
£000
n/a
140

Transition
Costs
(one year
before
vesting)
£000
n/a
12,280

Costs in 2005-06 prices.
60
PwC’s independent report is published on DCA’s website and can be found at:
http://www.dca.gov.uk/legalsys/lsreform.htm
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Transition
costs
(one year
after vesting)
£000
n/a
500
11,140

6.40.

PwC’s report also identifies £1m of additional “implementation costs” of
setting up a task force for detailed organisation design for the OLC and an
oversight regulator (i.e. the LSB). These costs are expected to fall in the year
before powers and duties are vested in the new bodies.

6.41.

PwC have also costed alternative scenarios over and above their base case.
This includes costing an incremental level of resource for higher volume of
complaints, locating the OLC in the North of England and operating from
multiple sites (as opposed to a single location). A combination of these
variables could result in the annual ongoing running costs of the OLC rising to
£24.8m (base-case plus incremental volume of complaints, with a multi-site
location with HQ based in the West Midlands). Under this specific scenario,
transition costs could be expected to rise by approximately £4.5m

Social costs
6.42.

A complaint that involves legal and non-legal professions in the ABS firm
could lead to confusion amongst the FLRs, the OLC and the regulatory
bodies of the non-legal professions as to how the complaint should be
handled. The lack of consistency among legal and non-legal handling bodies
could lead to increases in the operational and compliance costs of the ABS
firms. However, the ABS regulator would have to have suitable and
transparent arrangements with non-legal regulators in place before it was
authorised to allow firms to provide non-legal services.

6.43.

Confusion could also arise for consumers if their complaint was passed on
from the OLC to a non-legal complaints handling body. However, this
confusion would be mitigated by the ABS firms making it clear at the outset,
to the consumer, that different regulators have regard to different services
provided by the firm. By having the authority to enter into discussions with
other statutory regulators, the LSB would have the opportunity to ensure that
the handling of the complaint would be consistent across the professions
involved.
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7. Small Firms Impact Test
7.1.

The Law Society’s database shows there were 9,211 private solicitors’ firms
in 2004, with 75,079 solicitors with practising certificates working in these
firms. Sole practitioners made up 45.3% of all solicitors’ firms (4,176), while
98.5% of all firms (9,069) had no more than 25 partners. However, the data
excludes information on non-admitted fee earners, as well as the number of
administrative and support staff employed by solicitors’ firms.

7.2.

Amongst the 11,564 barristers who were practising in independent private
practices in 2004, 2.2% were practising as sole practitioners.

7.3.

As well as providers of reserved legal services, a much larger number of
small businesses are also consumers of reserved legal services and other
professional services (e.g. through incorporation, conveyancing, litigation,
auditing, leasing and consultancy work)61.

7.4.

As discussed earlier, there is a risk that an LSA that has to carry out all
regulatory functions would produce additional regulatory burdens on the
professions, thus incurring significant additional compliance costs for existing
and potential new suppliers. In particular, these costs may fall
disproportionately on small legal practices.

7.5.

Under the Government-preferred option, the LSB would act as a relatively
small oversight regulator, whilst delegating day-to-day regulatory functions to
FLRs. As such, the LSB is not expected to impose any additional compliance
costs on small legal practices. Moreover, since the establishment of the LSB
would lead to a reduction of inconsistencies in the current regulatory
framework, the LSB model should result in a reduction in regulatory burden
for small legal firms. However, there is a possibility that new regulatory costs
would fall onto the small practitioners of those currently unregulated
professions, if the LSB decides to bring them into its regulatory net.

7.6.

Both the LDP and the ‘licensing’ models are expected to provide benefits to
small firms that act as consumers of legal and associated services, in that
both models allow the provision of one-stop shop of these services to
consumers, bringing to them greater convenience.

7.7.

There is a risk that the anticipated increase in the level of competition
facilitated by both LDP and ‘licensing’ models may lead to closure of small,
inefficient legal suppliers in some locations. However, this risk would be
mitigated by the possibility provided by both models that practitioners from
different professions are allowed to join up to ensure that it is economically
viable for them to continue to provide legal and associated services, and to
gain from efficiency savings62.

61

According to the Federation of Small Businesses (FSB), there are currently around 4.3million businesses in the
UK, of which 99% are defined as “small” and 63% are sole proprietors. Small and Medium Enterprises employ
58% of the private sector workforce and turnover totals 50% of UK GDP. 60% of all commercial innovations
come from small businesses. http://www.fsb.org.uk
62
Data from the Law Society of New South Wales, Australia indicated that amongst the 452 Incorporated Legal
Practices (ILPs) in the state, which have business structures broadly similar to those proposed in the ‘licensing’
regime, the vast majority of these ILPs were previously sole practitioners or small partnerships. Mark, S. A. and
Cowdroy, G., (2004), Mark, Steven and Georgina Cowdroy, 2004, “Incorporated legal practices – A new era in the
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7.8.

There is a risk that some smaller firms will experience a disproportionate
burden from the cost of the licensing fee, such that they may completely
withdraw from providing reserved services. In such a case, the LSB and FLRs
would have the discretion to alter the licensing conditions according to the
nature of the entity that it regulates, if it would be in the public interest. This
will help to maintain and enhance access to justice (especially in rural areas),
whilst ensuring that high standards of service are delivered. The FSA possess
the power to set different licensing fees according to the size of the firm
seeking a licence, a practice that the ABS regulator would be free to replicate
if it so chooses.

7.9.

The Law Society, which represents all solicitors in England and Wales,
including those of small firms, has expressed its broad support for the
Government proposals. In particular, the Society’s former president has
publicly said that the proposals ‘will create a dynamic legal market offering a
better deal for consumers and fresh opportunities for solicitors.’63

7.10.

The Federation of Small Businesses (FSB) has also expressed its broad
support for the Government proposals and is one of five organisations that
are represented on the Legal Services Reform Consumer Panel. In particular,
the FSB are very supportive the one-stop shop option that the licensing
regime of alternative business structures (ABS) in the provision of legal
services provides.

7.11.

As providers of legal services, the FSB view ABS as an excellent opportunity
for smaller legal service providers to continue to compete effectively with
larger firms and counter the threats posed in the modern marketplace by
globalisation, the Internet, legal expense insurance etc. ABSs will also allow
small legal service providers to pool resources with other firms that provide
complementary services. The FSB suggest that enabling the formalisation of
the current practice of co-operation between small businesses with similar
target markets will lead to a reduced risk of business failure through product
diversification, increased retention of key staff and access to a lower cost of
capital on external financing.

7.12.

As consumers of legal services, the FSB sees ABSs as complementing the
current trend towards small businesses wishing to purchase their professional
services under ‘one-roof’64. This allows small businesses to benefit from
efficiency savings passed on through reduced professional fees and allow

provision of legal services in the state of New South Wales”, Penn State International Law Review, 22, pp. 671
-693 - http://papers.ssrn.com/sol3/papers.cfm?abstract_id=673021
63
The Law Society, (22 March 2005), The future of legal services. Press release.
[http://www.lawsociety.org.uk/newsandevents/pressreleases/view=newsarticle.law?NEWSID=228090]
64
This approach complements the support offered by the Government
http://www.businesslink.gov.uk. Business Link brings together a host of high quality advice and support for startup and growth businesses. In the last year, Business Link gave advice to 170,000 people thinking of starting up,
and half a million existing businesses. Furthermore, as announced on 22 March 2006, the Department of Trade and
Industry is spearheading a Government-wide initiative to streamline business support at a local, regional and
national level:
http://www.gnn.gov.uk/environment/detail.asp?ReleaseID=192196&NewsAreaID=2&NavigatedFromDepartment
=False
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them to manage the risks associated with buying in professional services
more easily.
7.13.

DCA officials consulted the Small Business Service (SBS) who are content
with our approach.
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8. Legal Aid Impact Test
8.1

The Legal Services Commission (LSC) has reported that the cost of legal aid has
risen from £1.5billion in 1997 to over £2billion today, an increase of 14% in real
terms. Further, the cost of criminal legal aid in 2004-2005 was £1,192m65
accounting for over half of the legal aid budget (i.e. 58%). This continual growth
is putting enormous pressure on vital services for vulnerable people, provided
through civil and family legal aid66.

8.2

In 2004-2005, £846m was spent on civil legal aid. In 2004-2005 solicitors’ fees
covering civil representation and legal help accounted for 53% of total gross cash
payments whereas Not for Profit fees accounted for 5%67.

8.3

The supply base for criminal defence services is fragmented and is characterised
by a large number of relatively small suppliers. Approximately 2500 firms claimed
for criminal defence work in 2004-2005. Of these, more than 1,100 (40%)
received a revenue of less than £100,000 for criminal defence work and
approximately 600 firms (approximately 25% of all firms) claimed less than
£50,000 for criminal defence work in 2004-2005. Only just over 80 firms (3%) had
turnover in excess of £1m from criminal defence work68.

8.4

There are a large number of firms that generate only a small amount of money
from Civil Legal Aid (total amount incl. Set Offs) – 33% of firms have a civil legal
aid income of between £0 and £10,000. However, there are also firms that
generate substantial amounts (11% have income of over £200,000, 41 (5%) have
income over a million)69. The profitability of undertaking legal aid work tends to be
more evident in firms that undertake legally aided work for over 33% of their total
work. Firms that specialise in legal aid work (over 66% of total work) had a higher
profitability, than other firms, although the majority of this may be attributed to the
fact that they undertook more criminal than civil work, which is generally more
expensive70.

8.5

There is a possibility that through the ABS proposals, larger firms will be able to
create optimal structures quickly to better improve their efficiency and gain a
larger share of the market affecting those small to medium size firms that use a
mixture of private and legal aid work to retain their share of the market.

8.6

However, although it is anticipated that small to medium size firms may face
challenges in competing effectively in the market, they could also seek to utilise
the ABS proposals to pool their resources with other legal or associated nonlegal services providers to generate efficiency gains through the provision of
services that are both transactional by nature and human capital intensive. For
example, recruiting/allocating staff to specialise in particular areas of law will
reduce the cost of research and the procurement of external expertise to provide
certain services efficiently.
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LSC Annual report, 2004-2005 http://www.legalservices.gov.uk/docs/about_us_main/AR05.pdf
Lord Carter Review (February, 2006) “Procurement of Criminal Defence Services- Market-based reform”.
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8.7

For those smaller firms who undertake a mixture of private and legal aid work,
there is no evidence to suggest that greater competition in the private sector will
prevent them from diversifying, expanding and achieving greater efficiency as a
result of the ABS proposals. We have had some very supportive comments from
organisations representing small providers about the opportunities for small
businesses, under the ABS proposals71.

8.8

Lord Carter’s review of the procurement of criminal defence services in England
and Wales72 outlined a number of proposals to address the inefficiencies in the
current procurement of criminal defence services. The aim is to create a
sustainable procurement system which provides the best possible quality
defence service, reward the most efficient suppliers, provide clients with
appropriate choice, develop a sustainable supplier base and bring greater
predictability. By 2009, a steady-state should be reached with a smaller number
of larger, more efficient, good quality suppliers who profit from increased volumes
of work, which are delivered at a lower cost73. Lord Carter is also currently
reviewing civil and family legal aid procurement and will be producing
recommendations in this area.

8.9

The Government’s preferred option for facilitating ABS, in the provision of legal
and other associated non-legal services will be most relevant to this sector. The
precise impact of ABS on the criminal legal aid market is difficult to predict,
though Lord Carter’s proposals will tend to make the legal aid market more
concentrated (i.e. fewer, larger suppliers) the extent to which ABS will facilitate
this will depend on how firms adopt ABS.

8.10

Lord Carter’s current proposals are for the achievement of ‘best value’ through
market-based reform, where tenders in steady-state will be judged on the criteria
of quality, capacity and price. The proposed billing arrangements are intended to
encourage risk sharing and the introduction of fixed fees to reduce administration
costs. The procurement of work, ultimately through price competitive bids, would
be structured in such a way to encourage a smaller number of larger, more
efficient, good quality suppliers who will profit from increased volumes of work,
delivered at a lower cost74. These proposals coupled with ABS will remove
existing barriers, generating parallel incentives to grow and increase efficiency in
order to bid for more work.

8.11

Our proposals will provide legal providers with a wider range of business
structures, through the provision of shared services, than is currently possible.
This greater flexibility could ease the implementation of Lord Carter’s proposals.
The proposals will provide firms with greater opportunities to access external
investment and allow lawyers and non-lawyers to work together on an equal
footing. ABS will give providers more options when considering cutting their
costs, upgrading their infrastructure and in applying fresh ideas about providing
services using more ‘consumer-friendly’ methods. By increasing competition in
the market, ABS could potentially generate a higher standard of quality than
currently exists in the legal aid market, improving access to justice for the most
vulnerable sections of society.
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8.12

Our proposals have raised concerns as to the opportunities for small businesses
in the legal aid market. Under the ABS proposals, legal aid service providers,
small firms included, will find it easier to organise themselves to improve
efficiency gains and increase capacity. However, through Lord Carter’s proposals
there will not be a ‘one size fits’ all approach to the distribution of contracts. Small
firms will still be able to win contracts depending on client population and need.

8.13

Through permitting individual providers to work with lawyers and non-lawyers in
the provision of legal services, ABS will encourage the creation of flexible
structures to better utilise the spare capacity in the market where appropriate. For
example, depending on the terms and conditions of the contract, a large provider
having taken on legal aid work might then sub-contract this work to existing
smaller firms around the country. This could mean that some of the smaller subcontracted firms end up with more legal aid work than they would have been able
to obtain on their own. This is an added benefit for smaller providers as they
could pursue growth as a single firm or form consortium with others, if they
choose.

8.14

The impact of LSR on civil legal aid is difficult to predict. Lord Carter’s proposals
on civil and family legal aid procurement will be published as part of his final
report. However, subject to Lord Carter’s recommendations in this area, there are
existing problems, which the proposals under the ABS may help to alleviate.

8.15

The LSC’s recent proposals for Community Legal Advice Centres (CLACs) and
Community Legal Advice Networks (CLANs) are intended to produce better coordination of the delivery of services to better serve clients with multiple problems
which can often lead to social exclusion. These entities will bring a number of
services and suppliers together providing core legal services covering ‘social
welfare’ law. These entities could also benefit from access to external finance
which the ABS proposals will permit.

8.16

The options provided by ABS could potentially help these structures to benefit
from easier access to external finance and new management practices, further
improving efficiency. Additionally, ABS firms could help firms grow by facilitating
the formation of consortiums or franchises to provide a combination of services
demanded in those areas where there is a scarcity of legal services. It may
encourage big firms with non-lawyer owners to utilise existing resources more
efficiently to provide ‘transaction-type’ legal services. For example, firms with a
strong brand focus in others area such as car insurance or retailing could do well
in this area because of the customer service culture and existing infrastructure
which includes call centres, customer database etc. ABS firms would be better
placed to offer a range of high quality complementary services compared to more
restrictive traditional law firms.

8.17

The introduction of ABS should potentially create a greater supply of civil legal
aid providers through wider access to external finance for expansion and
diversification through the accommodation of legal and non-legal business areas.
However, it has been argued that these providers will only contribute effectively if
they are providing the type of services that are lacking in the existing supply
base. If driven by profit motive, which ABS will further induce by making it easier
for providers to make efficiencies, then this is unlikely. If this problem does
materialise, the LSC will need to provide further incentives for firms in order to
alleviate this problem.
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8.18

The Government has consulted with the Legal Services Commission and they
have expressed their full support of the ABS proposals. In particular, there are
numerous benefits that consumers of legal aid would experience through the
pooling of expertise, accountability and improvements in the volume and quality
of advisory services currently curtailed by existing restrictions. In addition, they
envisage that the ABS proposals could potentially enable significant cost savings
through the possibility of single contracts, in cases that involve solicitors and
barristers, rather than the scheme of double contracting they currently operate.

8.19

In conclusion, the proposals under the government-preferred option, particularly
the facilitation of ABS, could potentially have a positive impact on the legal aid
market. The legal aid impact test has identified a number or areas where benefits
will accrue to the legal aid consumer through an increase in the level of legal aid
service provision, facilitation of complementary services provided through the
integration of mixed service providers thus improving access to justice. Although
we have identified some possible risks in the challenges that small firms may
face through increased competition and the lack of incentives for suppliers to
provide services that are particular scarce in the market, it is clear that the
potential benefits clearly outweigh the costs. Overall the Government-preferred
options should have a largely positive effect on legal aid provision.

57

9. Racial Equality Impact Assessment
9.1.

The Department has completed the Racial Equality Impact Assessment and
based on the following findings; concluded that there would be a significant
impact on minority ethnic groups, which the Department has identified to be
largely positive.

9.2.

In 2001, the size of the minority ethnic population was 4.6 million or 7.9% of
the total population of the United Kingdom75.

9.3.

Under the Government preferred option there is an increased likelihood that
through the higher levels of competition envisaged, as a result of facilitating
ABS for the provision of legal services, firms may experience an increase in
efficiency and a reduction in costs. If these reduced costs encourage lower
prices for consumers, the proposals could lead to greater access to legal
services for those minority ethnic groups on lower incomes.

9.4.

Research has indicated that people from minority ethnic groups were more
likely than white people to live in low-income households in 2000/200176.
Almost 60% in this group were living in low-income households before
housing costs were deducted. This increased to 68% after housing costs. The
potential reduction in the cost of legal services will be especially
advantageous for those minority ethnic consumers in the in the ‘middle
bracket’ that do not qualify for legal aid but would struggle to purchase legal
services privately77.

9.5.

In the year ending 31 July 2005, 9,665 students enrolled with the law society.
Of these students 25.2% were drawn from the minority ethnic groups
compared to 68.3% of white Europeans. Of the new trainees registered, 18%
of trainees with known ethnicity were drawn from minority ethnic groups
compared with 81.6% of white Europeans78.

9.6.

Minority ethnic group solicitors make up 9.4 % of solicitors on the Roll, of
whom around a quarter are resident abroad. 73.9% of the 11,874 minority
ethnic group solicitors on the Roll had practising certificates79.

9.7.

Recent research from the Law Society shows that in 2005 there were 9,081
solicitors’ firms of which 7,809 were classified as relatively small firms with
four or fewer partners. This makes up 86% of all private firms.

9.8.

Nearly half of minority ethnic solicitors (47%) work in firms with four or fewer
partners compared to only 28.7% of White Europeans. In addition, 7.9% of
solicitors from minority ethnic groups are sole practitioners, compared with
only 5.1% for all white European solicitors in private practice.

9.9.

There is a possibility that the anticipated increase in the level of competition
facilitated by both LDP and ‘licensing’ models may lead to closure of
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inefficient legal suppliers in some locations. There is little empirical evidence
that indicates the proportion of firms, operating in the legal services markets,
which could be characterised as inefficient and further, the proportion that
would be classified as inefficient after the introduction of ABS. Therefore we
cannot speculate as to distribution of closures across the market.
9.10.

In 2005 there were 7,809 private practices in the UK that had four or fewer
partners representing 86% of all private practices80. Empirical and anecdotal
evidence has shown that the majority of smaller firms employ mainly solicitors
from the minority ethnic groups with nearly half of minority ethnic solicitors
(47%) working in firms with four or fewer partners81. It is envisaged that that
these smaller firms will be most interested in adopting ABS in order to either
expand the size of their practice or diversify, to increase efficiency even if
they wish to remain small.

9.11.

Currently, there is no direct evidence to suggest that minority ethnic solicitors
will be faced with restricted labour market mobility due to discrimination, and
therefore the ABS proposals could provide many opportunities to increase
diversity with the legal profession.

9.12.

The introduction of ABS could potentially create a high demand for legal and
non-legal services in the legal service labour market that will increase the
training and employment opportunities available to BME solicitors. In addition,
the move away from the traditional-type of firm structure to a corporate –type
structure, in the legal services market, will bring many of the positive ethics of
corporate practice that encourage diversity and equal opportunities in the
workplace. This will improve career progression for BME solicitors, who have
often found they are facing a ‘glass-ceiling’ that prevents progression past
middle management and into partner positions82.

9.13.

Under the Government-preferred option, the LSB would act as an oversight
regulator, delegating day-to-day functions to FLRs. The LSB will be under a
duty to act in a manner, which meets the regulatory objectives, including
‘encouraging a strong, effective and diverse legal profession’. A similar duty
will also apply to the FLRs. This will include the duty to publish policy
statements on the how the statutory objectives will be achieved and the LSB
will be able to issue guidance to FLRs as to how to achieve them.

9.14.

If FLRs are found to be acting inconsistently with the regulatory objectives,
the LSB will also have effective enforcement powers and will be able to set
sanctions, for instance the power to direct the failing FLR. This system
ensures that the FLRs will be free to use their expertise to fulfil the objectives
in the most efficient way, but also enables the LSB to intervene when the
interests of consumers and disadvantaged groups are compromised 83.
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9.15.

In conclusion, the department anticipates that the proposals for the reform of
legal services will have a largely positive impact on BME groups in the legal
profession. The ABS proposals could provide opportunities for smaller firms
employing BME solicitors to expand, diversify and improve their efficiencies.
In addition, through the possible reduction in prices, as a result of
competition, the department anticipates that BME groups on lower incomes,
but still within the ‘middle bracket’ of consumers, will have greater access to
legal services through affordability, thus potentially improving access to
justice.

such as racial equality and diversity, and in addition to be able to facilitate future monitoring or diversity within
the professions.
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10. Competition Assessment
10.1.

The Department has completed the competition filter test and, based on the
following findings, concluded that a simple competition assessment is
required. In the following paragraphs the impact on competition is considered
under each of the Government-preferred options

Impact of proposed Legal Services Board
10.2.

The proposed LSB would act as an oversight regulator, whilst delegating dayto-day regulatory functions to FLRs. As such, it is anticipated that there would
not be any significant additional regulatory costs for firms compared to the
current regulatory arrangement, and they should not fall disproportionately on
smaller firms. However, additional regulatory costs would fall onto
practitioners of those currently unregulated professions, if the LSB decides to
bring them into its regulatory net.

Impact of proposed Office of Legal Complaints
10.3.

Moreover, as the OLC would be funded in part as a payment from those firms
against whom complaints are upheld (i.e. partial polluter pays), regulatory
costs would fall more heavily on those who provide poor quality legal services
and have received valid complaints. However, it would be open to the OLC to
ensure that the cost per complaint is lower in areas where providers are more
likely to generate complaints. This will ensure that those providers in areas of
law which are more prone to complaints (for example, complaints are often
filed after a criminal conviction, as a ill-perceived route to an appeal).

Impact of Licensing Model under ABS
10.4.

Under the ‘licensing’ model, set-up costs should be lowered for new entrants
to the legal services market, as access to external financing increases the
scope of sharing the risks of starting a new firm. Moreover, as current legal
firms that wish to become ABS firms have to be subject to the same set of
regulations as new ABS firms, it is not foreseen that new entrants would have
to meet higher ongoing regulatory costs.

10.5.

As the proposals aim to stimulate greater competition, innovation and
consumer choice in the legal services market, they are expected to have a
positive effect on the market structure. Reduced regulatory inconsistencies,
lowered risk in starting-up new legal business afforded by external financing,
and the potential to offer legal and associated services under one roof would
all act as draws for potential new owners of ABS firms to enter the legal
services market.

10.6.

In the long run, this can increase the number of participants in the legal
services market, and can potentially make it more competitive. There is also a
possibility that existing legal and non-legal firms may merge to take
advantage of the gains from economies of scale and scope, increasing their
size or the range of services they offer.
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10.7.

It is not anticipated that the new regulatory framework would directly restrict
the ability of legal firms to choose the price, quality or location of their
services, as the Government is not proposing any regulatory rules with
respect to prices. Rather the Government’s proposals are facilitative, enabling
firms to organise themselves in more efficient ways, resulting in new more
efficient market structures, with as a result, a new vector of market derived
prices. However, the range of the services these firms wish to provide may be
influenced by the regulatory arrangements required for those services. If the
said services fall under the regulatory net of ABS regulation, firms will be
faced with an additional cost.

10.8.

This regulatory cost will be counterbalanced by both the anticipated increased
benefits to both firms and consumers through the formulation of such firms.
Both firms and consumers will benefit from firms’ increased opportunities to
take advantage from economies of both scope and scale. In addition, it must
be highlighted that, amongst other things, an objective of good regulation is to
manage the most prevalent risks by implementing mechanisms that may incur
costs to the profession as a whole, whilst ensuring that those operating in the
profession can still operate efficiently with minimal restrictions.

10.9.

Firms that choose to adopt the ABS proposals may face new cost structures
for their businesses because of the changes in service provision. By changing
the cost structure of the firm, the determination of price will also be influenced
according to the cost structure adopted to accommodate the new services. In
addition, the make-up of the market could also have an effect on the way
prices are determined. By introducing access to external finance and
permitting lawyers and non-lawyers to work together to provide legal and
associated non-legal services, there could be a greater supply of suppliers
entering the legal services market further reducing prices, whilst increasing
competition, technological innovation and quality.

10.10. For example, investments in new IT systems needed for different services
may increase operating costs through the need for training and maintenance,
whereas contractual burdens and savings gained through the ‘bundling’ of
services will reduce costs in certain areas. These changes will enhance the
firms’ capacity for price competition in the market and therefore is envisaged
to have a positive effect on competition in the legal services market and
therefore, greater benefits for consumers.
10.11. Within the new cost structures firms are likely to face in their adoption of ABS,
is the cost of licensing fees charged by the ABS regulator. This form of
regulatory cost may increase the cost of providing legal services and place
them at a disadvantage to compete in the legal services market. The firms
most likely to experience this burden are firms who choose to access external
investment through non-lawyers ownership and/or form partnerships between
lawyers and non-lawyers, on an equal footing, to provide ‘reserved’ legal
services84. However, it is necessary to provide adequate regulatory
safeguards to ensure that the potential risks generated by the proposals are
managed sufficiently in the interest of the consumers and the professional
reputation of the legal services market.

84
‘Reserved’ services are those services subject to statutory regulation. They include Litigation, Advocacy,
Immigration Services, Probate Service, Conveyancing, Notarial Acts and Oaths.
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10.12. There is a risk of an adverse effect on those firms who are currently
effectively regulated under arrangements that will fall under ABS regulation
once the proposals come into force. They will be required to change their
regulatory arrangements in order to comply with the new regime. However,
the current number those firms that are currently operating arrangements that
would fall under the ABS regulatory umbrella, make up a small proportion of
the market and therefore the envisaged overall effect will be limited to a
handful of commercial firms85.
10.13. Similar to the risk facing those firms whose existing arrangements would
come under ABS regulation under the new regime, Not for Profit firms, who
provide ‘reserved’ services, such as advocacy, would also be subject to ABS
licensing conditions. This might generate a disproportionate burden on
entities that have different priorities and fewer resources than the private
sector.
10.14. Such a burden would probably have a disproportionate effect on these
entities such that they may completely withdraw from providing reserved
services. In such a case the LSB and FLRs would have the discretion to
waive or alter any or all of the licensing conditions according to the nature of
the entity that it regulates, if it would be in the public interest. This will help to
maintain and enhance access to justice, whilst ensuring that high standards
of service are delivered. Small firms entering or operating within the market
may also benefit from the discretion the authorities will have to alter the level
of licensing fees if they felt this would further enhance competition in the
market. The FSA possess the power to set different licensing fees according
to the size of the firm seeking a licence, a practice that the ABS regulator
would be free to replicate if it so chooses.
10.15. Where a firm chooses to make only minor changes to its business structure it
would be required to be regulated as a ABS firm and therefore be subject to a
regulatory burden considered disproportionate to the changes made. Again,
the LSB and the FLR will be responsible for ascertaining the changes in the
risk profile faced by the consumer, as a result of the ‘minor’ changes. An
example of this could be where different types of lawyers wish to enter into
partnership but are concerned about the regulatory burden that would be
incurred by adopting such an arrangement. In this scenario, such an
arrangement will fall outside of ABS regulation and therefore would not be
subject to any additional regulatory burdens.
10.16. In conclusion, the government’s proposals appear to have a positive impact
on competition facilitated mainly by the ABS proposals. In order to ensure that
the market achieves the competition objective of the LSB, the LSB will be
under a duty to formally consult with the OFT when authorising new FLRs, or
adding or removing from the list of reserved legal services. The LSB will also
be under statutory duty to respond to any OFT report published and take
appropriate action. This will ensure that the LSB fully utilise the expertise of
the OFT is when assessing competition issues in the legal services market.
10.17. Required consultation with the OFT will also help to prevent anti-competitive
practices in the market and help ensure that the FLRs’ regulation is carried
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out in accordance with the LSB’s objectives for competition in the legal
services market. In addition, the ABS proposals are lifting the current
restrictions that prevent firms from choosing to arrange their business through
alternative structures, if such arrangements generate greater efficiency.
10.18. If a firm chooses to adopt ABS, there is a great likelihood that the benefits
acquired, both for the providers and potential clients, significantly outweighs
the cost of the regulatory burden which also have the effect of mitigating
against any increased risk consumers may face through changes that take
place in this market.
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11. Enforcement, Sanctions and Monitoring
Administrative Burdens – A risk based approach
11.1.

The recent Hampton Review of Inspection and Enforcement86 (March 2005)
recommended that all regulatory agencies should adopt a risk based
approach to regulation. The Government accepted all its recommendations.
All regulatory activity for legal services should be on the basis of a clear,
comprehensive risk assessment.

11.2.

Effective regulation ensures that consumers are protected. But too much
regulation is damaging because it imposes costs, stops consumers getting
what they need and puts unnecessary burdens on providers. Regulation
must be proportionate and based on an assessment of risk. Risk based
regulation means identifying and assessing the risk, determining the strategy
for managing the risk and communicating this risk.

11.3.

All parts of the new regulatory framework will need to keep up to date with
developments in regulation and the sector and adopt best practice.

11.4.

Regulators should be able to justify their activities on the basis of risk, and
communicate this effectively. Good regulators use the full range of tools at
their disposal, such as providing good advice to facilitate better compliance as
well as a proportionate response to non-compliance.

11.5.

There are a number of best practice guides but the Better Regulation
Executive (BRE) set out principles of good regulation.

11.6.

The BRE guidelines say that regulation should be:
•

•
•
•
•

proportionate: regulators should only intervene when necessary.
Remedies should be appropriate to the risk posed, and costs identified
and minimised
accountable: regulators must be able to justify decisions, and be subject
to public scrutiny
consistent: Government rules and standards must be joined up and
implemented fairly
transparent: regulators should be open, and keep regulations simple and
user friendly
targeted: regulators should be focused on the problem, and minimise
side effects.

The Government strongly supports the adoption of these principles by the Legal
Services Board in executing its powers and carrying out its duties.
Consistent Enforcement
11.7.

Under existing arrangements, the making and application of regulations is
generally carried out by legal professional bodies. However, schedule 4 to the
Courts and Legal Services Act 1990 (as amended by schedule 5 to the
Access to Justice Act 1999) requires that certain rules maintained by the legal
professional bodies must first be approved by the Secretary of State before
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they may have effect (essentially those rules which relate to the granting or
exercise of a right of audience or a right to conduct litigation). The Secretary
of State also has the power to alter these rules by Order. In the case of the
Council for Licensed Conveyancers, all rules of the Council require the
approval of the Secretary of State before they may have effect, but the
Secretary of State has no power to alter rules of the Council. As well as
making and applying their rules, the legal professional bodies are also
responsible for enforcing their rules, including through various conduct and
disciplinary arrangements.
11.8.

Under the Government’s proposed arrangements those professional bodies
recognised by the Legal Services Board (LSB) as Front Line Regulators
(FLRs) will continue to be responsible for making their rules, but those rules
will require the approval of the LSB before they can have effect. The LSB will
also have the power to amend the rules of FLRs. In practice, we expect that
the LSB may choose to waive the requirement for its approval of FLRs rules
in certain cases. For example where it is content that the FLR concerned has
a proven track record in a particular area, or where it judges that certain
categories of rules do not present a significant risk when judged against its
statutory objectives.

11.9.

In practice we see little change in the burden on either the FLRs or providers
of legal services as a result of this change. Conversely, we expect the
process for approval will be quicker than the existing arrangements under
which the Secretary of State generally refers rule change applications
submitted by legal professional bodies to the Legal Services Consultative
Panel (a statutory body established under the provisions of the Access to
Justice Act 1999, which has a voluntary membership and generally meets
once a month).

11.10. Disciplinary Tribunals, as currently maintained by each front-line regulator,
will continue to enforce decisions on allegations of professional misconduct.
11.11. The OLC will make enforceable awards on consumer redress of up to a limit
of £20,000. These awards will be enforceable through the courts as a civil
debt. At present, not all of the FLRs are able to make enforceable awards.
11.12. Under the alternative model all rules would be made and enforced by a new
Legal Services Authority. The legal professional bodies would have no
statutory regulatory powers and their role would effectively be reduced to that
of representative bodies.
11.13. Again we would see little change in the burden on either the FLRs or
providers of legal services as a result of this change.
Proportionate Powers
11.14. Under the existing arrangements the legal professional bodies are
responsible for the application of sanctions where their members fail to
observe their rules of conduct or other regulations that may have effect. This
will usually follow an investigation by the professional body often arising out of
a consumer complaint. Some sanctions are applied directly by FLRs, but
more serious matters generally require the matter to be considered by an
independent tribunal.
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11.15. In addition to sanctions applied to practitioners by the professional bodies, the
Legal Services Ombudsman (LSO), established under the provisions of the
Courts and Legal Services Act 1990, will consider cases referred by
consumers and will generally investigate the way a professional body has
handled a complaint. The LSO can ask a professional body to reconsider a
complaint, or order a professional body to pay compensation to a consumer if
they have suffered as a result of poor handling of the complaint.
11.16. The Access to Justice Act also provided for the establishment of a Legal
Services Complaints Commissioner (LSCC) with the power to set targets for
complaints handling by legal professional bodies and to fine those bodies if
they fail to meet the targets set. The LSCC was established in 2004 with
powers directed at the Law Society.
11.17. Under the Government’s proposed arrangements FLRs would be
responsible for applying its powers to those persons or bodies which they
regulate, in much the same way that they do under the existing
arrangements. However, the LSB would have available to it a range of
powers which it could apply in respect of FLRs where these fail effectively to
discharge their regulatory functions. As FLRs will no longer handle consumer
complaints, the functions of the LSO and LSCC in sanctioning FLRs for
inadequate complaints handling are no longer required.
11.18. In terms of the burdens on providers of legal services we see little change to
the existing arrangements; the FLRs will continue to sanction their members
in much the same way as they do under the existing arrangements. However,
FLRs are likely to be under a potentially greater burden, given the range of
powers that will be available to the LSB in the event that FLRs fail to perform
effectively (such a range of powers is currently not available to any of the
existing oversight regulators). However, the burden, which will only be applied
where FLRs fail, is considered to be more than outweighed by the benefits to
consumers.
11.19. Under the alternative model FLRs would be removed from the equation and
powers would be applied directly upon providers of legal services by a new
single regulator, the Legal Services Authority (LSA). There is no evidence to
suggest that the burden which would be applied to practitioners by the LSA
would be any more onerous than if it were applied by FLRs.
Risk-based Monitoring
11.20. Under existing arrangements, the performance of providers of legal services
is generally monitored by the legal professional bodies. The performance of
the legal professional bodies in regulating their members is variously
monitored by a range of oversight regulators including the LSO and LSCC in
terms of complaints handling, the Office of Fair Trading in respect of
competition matters, the Master of the Rolls in respect of rules of the Law
Society and the Secretary of State for Constitutional Affairs in respect of
certain rules of the main professional bodies, and, in effect, as regulator of
last resort.
11.21. Under the proposed arrangements FLRs will remain primarily responsible
for monitoring the conduct of providers of legal services, but the LSB will act
as the single oversight regulator charged with the responsibility of monitoring
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the performance of FLRs. This will rationalise the existing “regulatory maze”
identified by Sir David Clementi in his Report of December 2004, and,
because they will be dealing with a single oversight regulator, is expected to
reduce the overall burden on FLRs.
11.22. In terms of complaints handling, the responsibility for dealing with consumer
complaints will be removed from FLRs and given to the new OLC. This should
remove a considerable burden from FLRs. The OLC’s performance will be
monitored by the LSB. We do not anticipate any significant impact on the
providers of legal services, although we expect consumers to receive a much
more effective complaints handling experience.
11.23. Under the alternative model the responsibility for monitoring the conduct of
providers of legal services would be removed from legal professional bodies
and transferred to an LSA. As with the preferred arrangements, this would
rationalise the existing “regulatory maze” reduce the overall burden on FLRs.
11.24. In terms of complaints handling, the responsibility for dealing with consumer
complaints would similarly be removed from FLRs and given to the new OLC.
Compensatory simplification measures
11.25. The Government’s preferred options are to be seen as simplification
measures in their own right. The proposed regulatory framework is designed
to provide a clear and consistent regulatory oversight regulation. The creation
of an oversight body to provide a single point of oversight would eliminate the
problems of the current framework, in terms of regulatory proliferation,
confusion and fragmentation; the propensity of the current structure to create
regulatory anomalies and gaps; and difficulties of interface and co-operation,
thus increasing transparency, consistency and accountability.
11.26. Moreover, the removal of the restrictive nature of current business structures
in legal services would facilitate more competition and innovation in the
provision of legal services and offer more choice to consumers. It would also
open up more opportunities for existing and potential new suppliers to offer
new types of legal services.
11.27. In addition, the establishment of a single complaints handling body would
simplify the complaint systems for consumers to use and also increase the
efficiency with which the systems are run.
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12. Implementation, Delivery Plan and Post-Implementation
Review
12.1.

Implementation of the proposals contained in the draft Legal Services Bill will
be managed by the Department for Constitutional Affairs (DCA) working in
consultation with stakeholders. The DCA considers the input of stakeholders
as key to the successful deliver of the reforms and is committed to a
consultative approach to working throughout the implementation process.

12.2.

To ensure that implementation is taken forward in a structured manner, which
enables progress to be carefully monitored, programme management will be
used in line with principles of best practice. This will provide for continual
assurance of the implementation and planning process including benefits
realisation, management of risk and stakeholder engagement.

12.3.

Consultation with other Government departments and organisations with
experience in managing comparable or similar implementation programmes
will be factored into the delivery plan as will benchmarking exercises to
identify best practice in regulation and complaints handling.

Implementation period
12.4.

Engagement with stakeholders is already ongoing. This will continue
throughout the passage of the Bill and beyond.

12.5.

Planning for implementation and preliminary work is in hand. Full-scale
implementation will begin once the Bill has received Royal Assent, in line with
Government Accounting. Following Royal Assent the expectation is that
implementation will take upward of 12-18 months. This timetable incorporates
implementation of supporting secondary legislation.

Key milestones
Royal Assent
12.6. Subject to receiving Royal Assent, expenditure on implementation can begin
in line with Government Accounting rules. The first task will be the
appointment of an LSB Chair and OLC Chair and appointment of members of
the Board. The intention is to begin the recruitment process immediately
following Royal Assent. Six to nine months is usually considered to be the
lead in time required to make an upper tier appointment.
Staff appointments
12.7. Staff appointments to both organisations will be made by the respective
boards. It is anticipated that staff appointments will take upwards of 4 months.
Building acquisition and/or fit out
12.8. The expectation is that building acquisition and/ or fit out will begin in tandem,
or shortly before, the staff appointments process and will also take upwards of
4 months.
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Post-Implementation Review
12.9.

At the point of Programme closure a review will be carried out to assess and
evaluate the performance of the programme and its management processes
to identify lessons that may help other programmes. The closure process will
also be used to identify whether a further review, after closure of the
programme, may be required to provide a complete assessment of the overall
benefits realisation process.

12.10. The RIA will provide the baseline against which any post-implementation
review will be measured.
12.11. The DCA will also seek to review the effectiveness of the reforms on a
continual basis in its capacity as sponsoring department. The DCA will
continue to work with stakeholders as part of this process.
12.12. Additionally the proposed reforms have levels of accountability built in to
ensure compliance with the legislation.
12.13. The Legal Services Board will be accountable to Parliament through the
Secretary of State for Constitutional Affairs as sponsoring Minister. It will be
required to present an annual report to the Secretary of State, who will lay it
before Parliament and make it available publicly. The annual report will
include the LSB’s assessment of:
•

the discharge of its functions

•

how it has met the regulatory objectives

•

its performance against standards of service delivery and

•

its statement of accounts.

12.14. The LSB will also have a duty to report to the Secretary of State for
Constitutional Affairs at his request on any matter concerning the discharge of
its duties.
12.15. Additionally the Government anticipates that the Constitutional Affairs Select
Committee may wish to scrutinise the LSB’s work by calling the Chair or other
members to give evidence under existing select committee powers.
12.16. The Chief Executive of the LSB will act as the accounting officer for the LSB.
This will include responsibility for the propriety and regularity of finances, for
keeping proper records, and for safeguarding assets. As accounting officer,
the Chief Executive will be responsible to the Permanent Head of the
Department for Constitutional Affairs as accounting officer of the sponsoring
Department.
12.17. Although the OLC will be wholly independent in its handling of complaints, the
OLC will remain accountable to the LSB in respect of its targets and funding.
The LSB will be able to remove the chair of the board, or board members in
cases of poor performance or conduct, or of bringing the OLC into disrepute.
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13. Summary and Conclusion
Options preferred by the Government
13.1.

As a result of the cost benefit analysis that the Government has carried out on
the three options for reforming the regulatory framework for legal services, the
Government has concluded that in order to simplify the current regulatory
framework for legal services, the creation of an independent Legal Services
Board (LSB) is the Government’s preferred option.

13.2.

The creation of the LSB would provide an independent, single point of
oversight regulation to the legal service profession with effective powers to
ensure that the day-to-day regulatory functions of the Front Line Regulators
are in accordance with the overall objectives of the LSB including improving
access to justice, protecting and promoting consumers’ interests and
encouraging a strong, effective and diverse legal profession.

13.3.

The effective powers granted to the LSB will ensure that consumers’ interests
are put at the forefront of legal service provision, and transparency and
accountability are achieved in the legal services market. The LSB would be
responsible for authorising the FLRs to conduct the day-to-day regulatory
functions if it were satisfied with their competence and governance
arrangements, and also that the FLRs had demonstrated that they had
successfully separated their regulatory and representative functions.

13.4.

The LSB would also have statutory powers to intervene if the FLRs are
judged to be failing in their duties, which ensures that the incompetence of
any FLR will not persist to the detriment of consumers. In further
demonstrating its commitment to protecting and promoting consumers’
interests, the LSB would set up and maintain a Consumer Panel to ensure
that it is in touch with the views and demands of different consumers.

13.5.

The LSB would also be able to propose to the Secretary of State any
additional legal service activities that would be brought into, or taken out of,
the scope of the LSB’s regulatory reach by secondary legislation. This
mechanism will ensure that the powers and functions of the LSB have the
flexibility to adapt to potential future changes in the regulatory requirements of
the legal services market.

13.6.

As per the analysis conducted using PwC’s independent report, the
Government is content that the slight increase in ongoing running costs
(£2.4m) and the one-off transition costs (£2.3m) associated with the LSB
option, are justified by the benefits accruing to consumers and the legal
service sector as a whole from the introduction of an oversight regulator. This
increase in regulatory costs under the LSB option should be seen in
conjunction with the decrease in annual running costs attributable to bodies
involved in the regulatory framework from the creation of a single,
independent complaints handling body (£12m).

13.7.

As a result of the cost benefit analysis that the Government conducted on the
three options proposed for facilitating alternative business structures, the
government has concluded that the option for facilitating the alternative
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business structures via a licensing regime is best suited to meeting the
objectives of the reform for legal services.
13.8.

The proposal would enable lawyers and providers of associated non-legal
services can work together, with external financing, to provide legal and
associated services via a licensing regime. This would be subject to the
approval of a FLR that has obtained an authorisation from the LSB to regulate
that form of ABS. By permitting this form of business structures in the legal
services profession, ABS will encourage competition, innovation and
efficiency in service delivery whilst simultaneously improving the quality of
legal services for consumers.

13.9.

In order to assess the suitability of a prospective ABS firm, The authorised
FLR must be satisfied that the prospective ABS has attained the set
standards. In particular, a prospective ABS firm would be required to satisfy
the LSB’s compensation fund and indemnity insurance requirements and to
nominate a Head of Legal Practice (HOLP) and a Head of Finance and
Administration (HOFA) to ensure that the conduct of legal business and
practice management is in accordance with the regulatory rules.

13.10. External investors of the ABS firm must also pass a robust ‘fit to own’ test set
by the FLR before being permitted to invest in the firm.
13.11. The ABS option is much less restrictive than the LDP option considered,
allowing firms to offer both legal and associated non-legal services. ABS firms
that contain a mixture of lawyers and non-lawyers could lead to the sharing of
good management practice, technological innovation and efficiencies across
the market enhancing competition amongst firms and potentially reducing the
price of legal services. In addition, access to external finance will enable firms
to spread start-up risks, access equity to possibly expand their business,
diversify and improve the efficiency of their service provision to the benefit of
consumers.
13.12. The Racial Equality Impact Assessment revealed that the ABS proposals
have the potential to have a positive effect on the BME consumers and
solicitors through the expected reduction in prices and the changes in
business structures.
13.13. The Government envisages the ABS proposals will have a positive impact on
legal aid suppliers. The Legal Aid Impact Test has identified a number of
areas where benefits will accrue to the legal aid consumer though an increase
in the level of legal aid service provision, facilitation of complementary
services provided through the integration of mixed service providers. In
addition, through the potential reduction in prices, there could be an
improvement in access to justice through affordability for the middle bracket
of consumers.
13.14. The Government carried out a Small Firms Impact Test and was satisfied that
the proposed options would provide greater opportunities for small firms to
access equity, diversify, expand and effectively compete in the market for
legal services.
13.15. As a result of the cost benefit analysis that the Government conducted on the
three options proposed for reforming the complaints handling arrangements in
legal services, the Government proposes the establishment of a new Office
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for Legal Complaints (OLC) to take over the role of the professional bodies in
handling consumer complaints. The OLC would provide an independent
complaint handling system with effective powers to deal with complaints
made against providers, which could not be resolved at the local level.
13.16. The body would also be empowered to provide redress to consumers, set
standards for complaints handling and identify best practice.
13.17. Through the independent nature of the OLC, it is envisaged that consumer
confidence in the complaints handling system should increase and will
therefore encourage consumers to file legitimate complaints against inefficient
providers.
13.18. The OLC would be accountable to the LSB for its overall operation, to ensure
that the LSB has proper oversight of the entire regulated legal service sector
that the OLC is operating in accordance with the LSB’s objectives for the
regulation of legal services.
13.19. As per the analysis conducted using PwC’s independent report, the
Government is content that the transition costs associated with the OLC
option (£23.6m), are justified by the benefits accruing to consumers and the
legal service sector as a whole from the introduction of a single, independent
complaints handling body. These one-off costs should be seen in the context
of the estimated £12m decrease in annual running costs of the complaints
handling system.

Summary of expected benefits and costs
13.20. The table below summarises the expected benefits and costs of the
Government’s preferred options for the reform of legal services:

An oversight
regulator
(LSB)

Benefits

Costs

Economic

Economic

i.

Consolidation of regulatory i.
roles and responsibilities of
the multiple oversight
regulators to a single point
of consistent regulatory
oversight.
ii. As a relatively small
oversight regulator, LSB will ii.
be less bureaucratic and
more efficient.
iii. Simplified regulatory
framework which reduces
regulatory proliferation,
fragmentation and
inconsistencies, may lead
to lower compliance costs
iii.
for suppliers.
iv. Risk of additional regulatory
burdens reduced.
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Risk of adding regulatory
burdens on those
suppliers of currently
unregulated legal
services, if these
services are brought into
the LSB’s regulatory net.
Additional regulatory
costs may be past onto
the consumer through
higher prices. However,
anticipated that
additional regulatory
burdens on professions
will be minimal.
Risk of the professions
formulating regulations
that put the professions’
interests above those of

v.

vi.

vii.

viii.

ix.

x.
xi.

xii.

xiii.

xiv.

Reduced likelihood of
regulatory anomalies and
gaps, offering greater
protection to consumers.
No self-regulatory element
within the framework,
ensuring that regulatory
decisions are made in
consumers’ interest.
Reduced risk of regulations
being set to the detriment
of competition and
innovation.
Less likely to lose
regulatory expertise during
transitional period.
Retention of day-to-day
regulation in hands of
professional bodies should
increase quality standards
reducing risk of rising
monitoring and
enforcement costs.
Increased independence of
regulatory decisions.
Increased consumer
confidence via greater
accountability,
transparency and
regulatory certainty.
Greater flexibility in the
regulatory system,
especially with regard to
regulation of ABS firms.
Duty to consult with OFT
when authorising new FLRs
and observing market
behaviour will reduce anticompetitive practices.
Independence of oversight
regulator will ensure that
foreign consumers are not
deterred from using the UK
for international and
commercial litigation and
arbitration.

consumers. Risk
minimised by LSB’s
ability to ‘call-in’ rules
and to impose sanctions
to ensure that
regulations will not be
set in such a way that
would harm consumers.

Social

Social

i.

i.

Principle of the legal
profession being
independent of government
will be demonstrated more
clearly than if the regulatory
role were removed from the
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Removal of selfregulation could dilute
ethical responsibilities
and regulatory
accountability of
individual practitioners

professional bodies
entirely.
ii. Greater ability to adjust to
future changes in the legal
services market and to
make the appropriate
regulatory response. This
will aid the future
development in the market,
bringing positive benefits in
terms of increasing access
to justice and diversity
within the legal professions.
iii. Introducing the LSB will
eliminate the
inconsistencies in the
existing framework and
identify best practices to
achieve the objectives of
reforming the regulatory
framework.
iv. Oversight regulator will
ensure that regulatory gaps
are anticipated and tackled
before consumers are put
at risk.
v. Increased consumer
confidence and
improvement in
professional standing of
legal service providers.
vi. Promotion of consumer
interests and achievement
of regulatory objectives.
vii. Consumer input in LSB,
through consumer panel,
will ensure that decisions
are made in the interests of
the consumers.
viii. Consumers will be better
enabled to understand the
system and feel
empowered to make wellinformed choices about
purchasing legal services.
ix. Compulsory separation of
regulatory and
representative functions of
FLRs will lead to
accountability,
transparency and an
increase in regulatory
certainty.
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increasing the risk of
lowering standards to
the consumers’
detriment. This risk
should be minimised
through FLRs’
responsibility for ethical
and regulatory
accountability.

Facilitate
alternative
business
structures
(ABS) in the
provision of
legal and
associated
non-legal
services via a
licensing
regime

Benefits

Costs

Economic

Economic

i.

i.

Competition enhanced by
the removal of unduly
restrictive professional
rules.
ii. Licensing regime is much
less restrictive in the type of
business structure ABS
firms are allowed to operate
under, thus widening the
scope of competition.
iii. Allowing new capital from
outside the profession will
help to increase capacity
and exert a downward
pressure on prices via
increased competition.
iv. Through fall in start-up
costs for potential new
suppliers, there should be
an increase in suppliers,
increasing competition and
innovation in the market,
leading to an increase in
the quality of services.
v. Opportunity for owners to
diversify risks and lowers
cost of capital.
vi. Greater convenience to
consumer by allowing onestop shop of different types
of legal and associated
non-legal services.
vii. Ability to provide legal and
associated business under
on roof increases scope of
efficiency gains for
suppliers.
viii. Increased access to
external financing and
inherent flexibility
encourages ABSs to
innovate and to improve
efficiency.
ix. Facilitate building up of
reputation, leading to
increase in quality of legal
services and higher
protection for consumers.
x. Integration of practitioners
from different services
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Confusion of different
regulations amongst
ABS regulators and
firms. May also increase
the risk of regulatory
capture. Risk minimised
by the statutory
requirement of the LSB
to seek advice and
agreement with other
regulators about crossdiscipline regulatory
decisions.
ii. Risk of information
protected under legal
professional privilege
being leaked due to
unreasonable
commercial pressure or
conflict of interest.
Mitigated by proposed
safeguards (e.g. HOLP
and HOFA).
iii. Risk that larger legal
firms may seek to
‘foreclose’ competition
from smaller firms which
employ mainly BME
solicitors and women
solicitors. Risk
minimised by FLR’s
statutory objective of
promoting competition.
iv. Inefficient firms may be
driven out of the market
due to increased
competition. This may
not be considered as an
economic cost if it raises
the overall quality of
legal services in the
market.
v. Licensing fees may pose
a regulatory burden on
NFP firms and those
firms adopting minor
changes bringing them
into the regulatory net.
However, LSB and ABS
have discretion to waive

should allow the sharing of
good practice, innovation
and technological advances
across the profession.
xi. Higher incentives for ABS
firms to maintain quality
services.
xii. ABS will expand scope of
businesses and allow such
businesses to compete
more effectively in the
international market.
xiii. Permitting external
ownership allows external
owners to use the stock to
signal quality of firm to
attract prospective recruits
and investors.

A new
complaints
handling
body, the
Office for

or alter any or all of the
existing rules if it is in
the public interest. In
addition, it is not
expected that the
licensing fee would act
as a deterrent to new
entrants.

Social

Social

i.

Enhanced access to justice
via new channels for
delivering services.
ii. Provide more opportunities
for under-represented
groups to enter, and help
increase diversity in the
legal profession.
iii. More types of legal services
can be offered due to
increased efficiency and
scope of informationsharing across different
business areas.
iv. Facilitate more
opportunities for disputes to
be settled via Alternative
Dispute Resolution
methods, reducing the
need of litigation and the
demand on valuable court
time.

i.

Benefits

Costs

Economic

Economic

i.

i.

Independence for the
complaints handling
system, thus increasing
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ii.

Greater competition may
lead to closure of
inefficient suppliers in
some locations. They
are more likely to be
replaced under the
licensing model by more
efficient suppliers,
and/or by new delivery
methods.
Consumers face the risk
of ‘tying-in’ practices,
which is further
enhanced if the majority
of owners are nonlawyers influenced by
commercial pressures.
This risk should be
reduced by the
requirement that all ABS
firms should nominate a
HOLP who will ensure
that the ABS firm
adheres to the rules of
the FLR.

Increased rise in
complaints will lead to
an increased workload

Legal
Complaints
(OLC)

ii.

iii.

iv.

v.

vi.

vii.

consumer confidence in the
legal services industry.
Single point of entry for all
service complaints
simplifies complainthandling arrangements for
consumers and eliminates
duplication of roles across
profession leading to time
and overhead savings for
FLRs and suppliers
Greater consistency and
clarity in the complaints
handling process, leading
to a more efficient and
effective complaint
mechanism, thus inducing
savings for FLRs and
suppliers.
Reduced inefficiency in
complaints handling system
by ensuring complaints are
directed to the correct FLR.
Redress award of up to
£20,000 will provide an
incentive for suppliers to
improve quality of services
to protect reputations of
suppliers, thus reduce the
likelihood of complaints
lodge against them,
potentially reducing
administrative burdens.
Possibility of redress will
also encourage legitimate
complaints from consumers
who have received a poor
service, increasing their
confidence when
purchasing legal services.
Because the OLC will be an
independent body with
effective powers the legal
professionals will have an
incentive to adhere to the
code of practice and
disciplinary procedures as
outlined by the FLRs and
OLC.

to handle complaints for
sub-standard suppliers,
though this may act as
an incentive for them to
improve standards of
services.
ii. Legal professionals may
become overly riskaverse and avoid taking
more complex and
difficult legal cases,
reducing access to
justice. But this risk is
equally applicable under
the current system and
there is no evidence to
suggest that lawyers
have been driven to
avoid these types of
cases.
iii. Confusion amongst
FLRs, the OLC and
other statutory
regulators as to how
complaints should be
handled. The authority
the LSB has to discuss
with other statutory
regulators will ensure
the handling of
complaints will be
consistent across the
professions involved.
iv. Due to more effective
complaints body,
compliance costs for
firms will rise in order to
meet the standards set
for ‘in-house’
procedures. However,
this may act as an
incentive for providers to
improve standards to
reduce likelihood of
complaints being lodged
against them.

Social

Social

i.

i.

Independence of the OLC
will improve consumer
confidence in the
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Confusion may arise for
the consumers when
using ABS firms, as to

complaints system and aid
the LSB in achieving its
objectives through
focussing on consumer
interests.
The power that the OLC will
have to share information
about complaints will
empower consumers to
make better decisions when
choosing their legal
services provider and
provides an incentive for
providers to improve the
quality of their services.

ii.

how the complaints
concerning cross-service
practitioners should be
handled. However, the
ABS regulator would
have to have suitable
and transparent
arrangements with nonlegal regulators in place
before it was authorised
to allow firms to provide
non-legal services. The
firm would also have to
make it clear to the
consumers at the outset
that different regulators,
regulated different
services in the firm.

13.21. The table below summarises the operating and transitional costs of the
options proposed by the Government on reforming the regulatory framework
and complaints-handling arrangements for legal services:
Reforming the Regulatory Framework:

Option

Do nothing
With a Legal
Services
Authority
With a Legal
Services
Board

Transition
Costs
(one year
before
vesting)
£000
n/a
16,740

Transition
costs
(one year
after vesting)

£000
64,900
66,400

Transition
Costs
(two years
before
vesting)
£000
n/a
11,550

67,250

200

1,580

500

Transition
Costs
(one year
before
vesting)
£000
n/a
-

Transition
costs
(one year
after vesting)

£000
32,520
32,920

Transition
Costs
(two years
before
vesting)
£000
n/a
-

20,590

140

12,280

11,140

Annual
Running
Costs

£000
n/a
27,000

Reforming the Complaints Handling Arrangements:

Option

Do nothing
With a Postbox
With an Office
for Legal
Complaints

Annual
Running
Costs

All Costs in 2005-06 prices
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£000
n/a
500

13.22 PwC’s report also identifies £1m of additional “implementation costs” of
setting up a task force for detailed organisation design for the LSB and the
OLC. These costs are estimated to fall in the year before powers and duties
are vested in the new bodies.
13.23 PwC have also costed alternative scenarios over and above their base cases
outlined above.
13.24 For the LSB, PwC costed alternative scenarios which allowed for an
incremental increase in the level of activity and locating the LSB in the North
of England or London. A combination of these variables could result in the
annual ongoing running costs of the LSB rising to £5.6m. The cost of the LSB
would therefore rise to £69.3m. Under this alternative scenario, transition
costs could also be expected to rise by approximately £600,000.
13.25 For the OLC, PwC costed alternative scenarios which allowed for an
incremental level of resource for higher volume of complaints, locating the
OLC in the North of England and operating from multiple sites (as opposed to
a single location). A combination of these variables could result in the annual
ongoing running costs of the OLC rising to £24.8m (base-case plus
incremental volume of complaints, with a multi-site location with HQ based in
the West Midlands). The cost under the OLC option would therefore rise to
£28.6m. Under this alternative scenario, transition costs could also be
expected to rise by approximately £4.5m.
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