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6XPPDU\� 7KH 1DWLRQDO $VVRFLDWLRQ RI ,QVXUDQFH &RPPLVVLRQHUV KDV EHHQ UHYLVLQJ
WKH ORVV UDWLR UHTXLUHPHQWV IRU OLPLWHG EHQHILW KHDOWK SODQV� 3DQHOLVWV GLVFXVV WKH

DVVRFLDWLRQ¶V ZRUN DQG FRPSDQLHV UHVSRQVHV WR WKHVH UHTXLUHPHQWV� 6HVVLRQ
DWWHQGHHV VKDUH WKHLU H[SHULHQFHV DQG H[SUHVV WKHLU FRQFHUQV DERXW WKHVH QHZ
UHTXLUHPHQWV�

0U� 0LFKDHO 6� $EURH� 7KLV LV D SDQHO GLVFXVVLRQ� ZKLFK PHDQV WKHUH¶OO EH OLPLWHG

DXGLHQFH SDUWLFLSDWLRQ� EXW ZH KRSH WR JHW VRPH DFWLYH SDUWLFLSDWLRQ HVSHFLDOO\ DW

WKH HQG RI WKH VHVVLRQ ZKHQ ZH ZLOO WDON DERXW KRZ ZHOO ZH WKLQN WKH PRGHO ODZ LV

JRLQJ WR GR� DQG ZKDW LW LQWHQGHG WR GR� :H ZLOO GLVFXVV WKH 1$,& PRGHO ODZ� WKH

ILOLQJ RI UDWHV IRU OLPLWHG EHQHILW LQGLYLGXDO DQG JURXS KHDOWK LQVXUDQFH IRUPV PRGHO

UHJXODWLRQ� , JXHVV ZH¶OO FDOO LW WKH PRGHO ODZ IURP QRZ RQ�

+RZ PDQ\ \HDUV KDV WKLV EHHQ LQ SODFH" ,W KDV WDNHQ D ORQJ WLPH WR DFWXDOO\ JHW

WKURXJK� :KHQ WKH\ WRRN WKH ILQDO YRWH� HYHU\RQH LQ WKH DXGLHQFH FODSSHG EHFDXVH

WKLV SDUWLFXODU WKLQJ ZDV RYHU� ,W¶V WKH FROOHFWLYH HIIRUWV RI TXLWH D IHZ UHJXODWRU\

DQG LQGXVWU\ DFWXDULHV� :H¶UH SULYLOHJHG WR KDYH WZR VSHDNHUV� /HVOLH -RQHV DQG

6XH 5\QHDUVRQ� /HVOLH -RQHV LV WKH GHSXW\ GLUHFWRU IRU WKH RIILFH RI DFWXDULDO

VHUYLFHV DW WKH 6RXWK &DUROLQD 'HSDUWPHQW RI ,QVXUDQFH� 6KH LV UHVSRQVLEOH IRU

PDQDJLQJ WKH DFWLYLWLHV RI WKH OLIH� DFFLGHQW DQG KHDOWK GLYLVLRQ� DQG WKH SURSHUW\

DQG FDVXDOW\ GLYLVLRQ� /HVOLH KDV EHHQ ZLWK WKH GHSDUWPHQW VLQFH -DQXDU\ �����

DQG VKH DOVR VHUYHV DV WKH GHSDUWPHQW¶V FKLHI OLIH DQG KHDOWK DFWXDU\� 6XH

5\QHDUVRQ KDV ZRUNHG DW $)/$& IRU WKH SDVW VL[ \HDUV LQ WKH DUHD RI SURGXFW

GHYHORSPHQW DQG SULFLQJ� 6KH KDV KHU %�6� IURP WKH 8QLYHUVLW\ RI 0LVVRXUL DW

&ROXPELD DQG LV DQ )6$�

:H ZHUH JRLQJ WR KDYH D WKLUG SUHVHQWHU� %LOO :HOOHU� EXW KH KDG HPHUJHQF\

WHVWLPRQ\ GRZQ LQ &DOLIRUQLD RQ ORQJ�WHUP�FDUH UHJXODWLRQ� VR KH¶V QRW KHUH� +H GLG

JLYH XV D FRS\ RI WKH FRPPHQWV WKDW KH ZDV JRLQJ WR PDNH� :H ZLOO SUHVHQW KLV
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FRPPHQWV RQ WKH YDULRXV DVSHFWV RI WKH PRGHO ODZ DQG KRZ ZHOO KH WKLQNV LW¶V

ZRUNLQJ�

0V� /HVOLH 0� -RQHV� ,¶P JRLQJ WR JLYH \RX D EULHI KLVWRU\ RI WKH 1DWLRQDO

$VVRFLDWLRQ RI ,QVXUDQFH &RPPLVVLRQHU¶V �1$,&� SURMHFW� DQG KRZ ZH FDPH WR WKH

WDEOH� , ZLOO JLYH \RX D FRQFHSWXDO IUDPHZRUN WKDW ZH GHYHORSHG EHIRUH ZH DFWXDOO\

ZURWH WKH PRGHO� $V 0LNH SRLQWHG RXW� WKHUH ZHUH LQGXVWU\ IRONV DQG UHJXODWRUV DOO

LQYROYHG LQ WKLV SURFHVV� 6XH ZDV LQWLPDWHO\ LQYROYHG LQ WKH SURFHVV� DQG VKH¶V

JRLQJ WR WDON DERXW ZKDW WKH PRGHO DFWXDOO\ GRHV� 6KHZLOO ZDON XV WKURXJK WKH

PRGHO� 7KHQ RXU GHDU IULHQG %LOO :HOOHU ZDV VXSSRVHG WR WDON DERXW KRZ ZH GLG LQ

GHYHORSLQJ WKH PRGHO YHUVXV ZKDW ZH VHW RXW WR GR DQG WKH FRQFHSWXDO IUDPHZRUN�

+H ZDV DOVR VXSSRVHG WR GR D FRPSDULVRQ�

,¶OO JLYH \RX D EULHI KLVWRU\ RI WKH PRGHO� 7KHUH ZDV D ZRUNLQJ JURXS WKDW ZDV

ORRNLQJ DW OLPLWHG EHQHILW KHDOWK SODQV� ,W ZDV FKDUJHG ZLWK ORRNLQJ DW DOO VRUWV RI

LVVXHV SHUWLQHQW WR OLPLWHG EHQHILW KHDOWK SODQV� 7KRVH RI \RX ZKR ZULWH

VXSSOHPHQWDO SODQV SUREDEO\ GRQ¶W OLNH WR KHDU WKHP UHIHUUHG WR DV OLPLWHG EHQHILW

SODQV� EXW� RI FRXUVH� WKH UHJXODWRUV ZHUH GHDG VHW RQ ZKDW WKH\ VKRXOG EH FDOOHG�

:KHQ , VD\ OLPLWHG EHQHILW KHDOWK SODQV� ,¶P WDONLQJ DERXW ZKDW SHRSOH ZRXOG

W\SLFDOO\ UHIHU WR DV VXSSOHPHQWDO SURGXFWV OLNH FDQFHU LQVXUDQFH� KRVSLWDO LQGHPQLW\

SURGXFWV� DQG DFFLGHQWDO GHDWK EHQHILWV�

7KHUH ZDV DQ 1$,& ZRUNLQJ JURXS WKDW ZDV FKDUJHG ZLWK ORRNLQJ DW DOO RI WKH LVVXHV

DVVRFLDWHG ZLWK OLPLWHG EHQHILW KHDOWK SODQV� 2QH RI WKH LVVXHV WKDW WKH\ LGHQWLILHG

ZDV D UDWLQJ LVVXH� 2I FRXUVH� WKH UHJXODWRUV DOO WKRXJKW WKDW WKH UDWHV ZHUH WRR

KLJK� DV HYLGHQFHG E\ ZKDW" /RZ ORVV UDWLRV� ULJKW" 7KH UDWHV ZHUH DW ��� DQG

���� :H DOO VHH WKHP LQ WKH VXPPDULHV WKDW \RX ILOH LQ WKH DQQXDO VWDWHPHQW� $W

DQ\ UDWH� UDWKHU WKDQ WDNH WKDW RQ RXUVHOYHV� WKH /LPLWHG %HQHILW 3ODQV :RUNLQJ

*URXS SDVVHG WKDW FKDUJH RII WR WKH $FFLGHQW DQG +HDOWK �$	+� :RUNLQJ *URXS RI

WKH /LIH DQG +HDOWK $FWXDULDO 7DVN )RUFH� :H GLGQ¶W SXW DQ\OLPLWV RQ RXU FKDUJH�

:H MXVW VDLG ORRN DW UDWLQJ LVVXHV ZLWK OLPLWHG EHQHILW KHDOWK SODQV� :KHQ WKH $	+

:RUNLQJ *URXS JRW WKH FKDUJH� ZH DOUHDG\ KDG ODZV RQ WKH ERRNV WKDW GHDO ZLWK

UDWLQJ LVVXHV IRU DFFLGHQW DQG KHDOWK LQVXUDQFH SURGXFWV� 7KH PRVW QRWDEOH WKDW¶V

JHQHUDO LQ QDWXUH LV WKH LQGLYLGXDO DFFLGHQW DQG KHDOWK UDWHILOLQJ JXLGHOLQHV WKDW

PRVW RI \RX DUH SUREDEO\ IDPLOLDU ZLWK�

7KH $	+ :RUNLQJ *URXS VDLG� ³,I ZH¶UH JRLQJ WR EH ORRNLQJ DW UDWLQJ LVVXHV IRU

OLPLWHG EHQHILW KHDOWK SODQV� ZH UHDOO\ VKRXOGQ¶W NHHS RXU VFRSH WKDW QDUURZ� :H

RXJKW WR ORRN DW WKH IXOO SLFWXUH EHFDXVH WKLV PRGHO GHDOV ZLWK ORVV UDWLRV IRU DOO

W\SHV RI SODQV� :H RXJKW WR ORRN DW WKH ZKROH JDPXW RI SODQV�´ 7KH $	+ :RUNLQJ

*URXS VWDUWHG ORRNLQJ DW LQLWLDOO\ WKH UDWH ILOLQJ JXLGHOLQHV WKDW ZHUH DOUHDG\ RQ WKH

ERRNV� :H KDYH IL[HG ORVV UDWLRV RQ WKH ERRNV� :H ZHUH DOO VWUXJJOLQJ ZLWK WKH

SUREOHPV ZLWK IL[HG ORVV UDWLRV� 7KH\ GRQ¶W GLVFRXUDJH FRPSDQLHV IURP KDYLQJ KLJK

FODLPV EHFDXVH WKH KLJKHU WKH FODLPV� WKH KLJKHU WKH UDWH LQFUHDVH \RX FDQ ILOH IRU�

:KDW WKLQJV VKRXOG EH LQFOXGHG LQ WKH QXPHUDWRU� DQG ZKDW WKLQJV VKRXOG EH

LQFOXGHG LQ WKH GHQRPLQDWRU" 6KRXOG ZH LQFOXGH UHVHUYHV� OLNH DFWLYH OLIH UHVHUYHV"

:KDW DERXW WKH FRPSDQLHV ZKR DUH GRLQJ D JRRG MRE PDQDJLQJ WKHLU FODLPV ZLWK

XWLOL]DWLRQ UHYLHZ DQG PDQDJHG FDUH" 2I FRXUVH� WKH\ DUH QRW DEOH WR SXW WKDW

H[SHQVH FRPSRQHQW LQ WKH QXPHUDWRU�
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:H JRW DOO WLHG XS LQ DOO WKHVH GHWDLOV ZLWK IL[HG ORVV UDWLRV� DQG -HUU\ )LFNXV� ZKR

ZDV WKH FKDLUSHUVRQ RI WKH $	+ :RUNLQJ *URXS DW WKH WLPH� DQG PRVW RI \RX

SUREDEO\ NQRZ KLP DV WKH UHJXODWRU LQ 1HZ 0H[LFR� VDLG� ³7LPH RXW� /HW¶V VWHS

EDFN DQG WKLQN DERXW ZKDW ZH¶UH UHDOO\ WU\LQJ WR DFFRPSOLVK� /HW¶V QRW JHW IRFXVHG

RQ WKH GHWDLOV ULJKW QRZ� /HW¶V WDNH D FOHDQ VODWH RI SDSHU�´ )RU D ORQJ WLPH�EOXH
VN\ ZDV WKH RSHUDWLYH SKUDVH RI WKH GD\� :H ZHUH DOO VD\LQJ� ³/HW¶V EOXH VN\ WKLV

WKLQJ DQG VHH ZKDW ZH FDQ FRPH XS ZLWK UHVSHFW WR WKH PRGHO�´ :H KDG DQ LQWHULP

PHHWLQJ LQ .DQVDV &LW\� DQG ZH DOO VDW GRZQ DQG VDLG ZH¶UH JRLQJ WR VWDUW IURP

VFUDWFK� :H¶UH JRLQJ WR IRUJHW DERXW ORVV UDWLRV� DQG ZH¶UH JRLQJ WR WKLQN DERXW

ZKDW ZH FRXOG GR LI LW ZHUH D SHUIHFW ZRUOG� ,I ZH FRXOG GHVLJQ WKH SHUIHFW PRGHO WR

UHJXODWH DFFLGHQW DQG KHDOWK LQVXUDQFH UDWHV� ZKDW ZRXOG ZH GR" 7KDW¶V ZKDW ,¶P

JRLQJ WR WDON DERXW EHFDXVH WKDW ZDV UHDOO\ WKH FRQFHSWXDO IUDPHZRUN WKDW ZH

GHYHORSHG�

2QH RI WKH ILUVW WKLQJV ZH ORRNHG DW LV ZKDW ZH ZDQW D PRGHO UHJXODWLRQ WKDW LV

UHJXODWLQJ UDWHV WR GR" &HUWDLQO\ RQH WKLQJ WKDW ZH ZDQW WR GR LV PDNH VXUH WKDW

SUHPLXPV DUH UHDVRQDEOH LQ UHODWLRQ WR EHQHILWV� :K\ GR ZH ZDQW WR GR WKDW" ,W¶V

WKH ODZ LQ PRVW VWDWHV� ULJKW" ,Q 6RXWK &DUROLQD ,¶P FKDUJHG ZLWK PDNLQJ VXUH WKDW

SUHPLXPV DUH UHDVRQDEOH LQ UHODWLRQ WR EHQHILWV� , QHHG WR KDYH VRPH VRUW RI

PHWKRGRORJ\ WR KHOS PH GR WKDW� $QRWKHU WKLQJ ZH ZDQWHG WR GR ZDV WR SURPRWH

UDWH VWDELOLW\� ,Q WKH ORQJ�WHUP�FDUH DQG WKH PHGLFDO VXSSOHPHQW PDUNHW� ZH KHDU

DERXW WKHVH SHRSOH ZKR DUH RQ WKH IL[HG LQFRPH� 6XGGHQO\� WKH\ ZHUH IDFHG ZLWK

WKHVH HVFDODWLQJ UDWHV� DQG WKH\ FDQ¶W GHDO ZLWK WKDW� +RZ GR ZH GHYHORS D PRGHO

WKDW ZLOO HQFRXUDJH FRPSDQLHV WR SULFH WKH SURGXFW DSSURSULDWHO\ XS IURQW VR ZH

GRQ¶W KDYH WKHVH SHRSOH KLW ZLWK WKHVH XQH[SHFWHG UDWH LQFUHDVHV RQ WKH EDFN HQG"

3HRSOH QHHG WR NQRZ ZKDW WR H[SHFW ZLWK UHVSHFW WR UDWH LQFUHDVHV ZKHQ WKH\ EX\

WKH SURGXFW� $QRWKHU WKLQJ ZH VSHQW D ORW RI WLPH WDONLQJ DERXW ZDV WKH ELJ SLFWXUH�

7KH UHJXODWRUV ZKR IRFXV RQ WKH SURGXFW VLGH WHQG WR ZDQW WR QRW JLYH \RX WKDW UDWH

LQFUHDVH� 7KH\ GRQ¶W ZDQW WR JLYH \RX WKDW ��� UDWH LQFUHDVH ZKHQ LW FRPHV LQ WKH

GRRU� ,¶OO QHYHU IRUJHW WKH GD\ WKDW &HFLO 7KRPDV� RXU GHSXW\ IRU VROYHQF\� ZDONHG

RYHU DQG VDLG� ³/HVOLH -RQHV� \RX¶YH JRW WR JLYH WKLV FRPSDQ\ WKDW UDWH LQFUHDVH� ,

GRQ¶W FDUH WKDW WKH\ PLVSULFH WKH SURGXFW� 7KH\¶UH JRLQJ XQGHU� \RX¶YH JRW WR JLYH

WKHP WKLV UDWH LQFUHDVH�´ 2I FRXUVH� \RX¶YH JRW WR ORRN DW WKH ELJ SLFWXUH� DQG ZH

ZDQWHG D PHWKRGRORJ\ WKDW ZRXOG KHOS XV GR WKDW� :H ZDQWHG WR GHYHORS D PRGHO

WKDW GLGQ¶W VWLIOH FRQVXPHU FKRLFH� :H DOO ZDQW KHDOWK\� FRPSHWLWLYH PDUNHWSODFHV�

DQG WKDW ZDV VRPHWKLQJ ZH FDPH XS ZLWK� :KDW LV LQWHUHVWLQJ LV WKHUH ZHUH

UHJXODWRUV DQG LQGXVWU\ IRONV SDUWLFLSDWLQJ LQ WKLV GLVFXVVLRQ� DQG HYHU\ERG\ ZDV

WKURZLQJ RXW LGHDV� ,W LV LQWHUHVWLQJ WR VHH KRZ ZH UDQNHG WKHVH ³GRV´ E\ SULRULW\�

:H DOO WKRXJKW LW ZDV LPSRUWDQW WR KDYH� ILUVW� D PHWKRG WKDW ZRXOG KHOS XV KDYH

SUHPLXPV EH UHDVRQDEOH LQ UHODWLRQ WR EHQHILWV� 7KH UHJXODWRUV WKRXJKW WKH VHFRQG

SULRULW\ VKRXOG EH UDWH VWDELOLW\� ZKHUHDV WKH LQGXVWU\ WKRXJKW WKH VHFRQG SULRULW\

VKRXOG EH FRQVXPHU FKRLFH� 2XU WKLUG FKRLFH ZDV WKDW WKH PHWKRGRORJ\ VKRXOG KHOS

HYHU\ERG\ ORRN DW WKH ELJ SLFWXUH� WKH UDWH LQFUHDVH DQG WKH VROYHQF\ SLHFH�

/HW¶V GLVFXVV HDFK RI WKRVH GRV� 2QH RI WKH ILUVW WKLQJV WKDW ZH ZDQWHG ZLWK UHVSHFW

WR SUHPLXPV EHLQJ UHDVRQDEOH LQ UHODWLRQ WR EHQHILWV LV D PHWKRGRORJ\ WR KHOS XV

GHWHUPLQH WKH DSSURSULDWH OHYHO IRU UHQHZDO SUHPLXPV� :H ZDQWHG LW WR HQDEOH XV

WR HYDOXDWH UDWH LQFUHDVHV� ,W KDG WR EH D PHWKRG WR KHOS XV GHWHUPLQH
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UHDVRQDEOHQHVV� HQFRXUDJH UDWH DGHTXDF\� DQG GHWHUPLQH VPDOO EHQHILW SD\PHQWV�

:KHQ DUH SUHPLXPV WRR KLJK" ,W DOVR KDG WR HQFRXUDJH IDLUQHVV LQ UDWLQJ� :LWK

UHVSHFW WR UDWH VWDELOLW\ DOO RI XV KDG D FRQFHUQ� *LYHQ WKDW ZH ZHUH ORRNLQJ DW

PRUH WKDQ MXVW OLPLWHG EHQHILW SODQV LQLWLDOO\� ZH ZDQWHG WR NQRZ ZKDW ZDV D JRRG

PHWKRGRORJ\ IRU UHJXODWLQJ UDWHV� :H DOO ZDQWHG WR SURWHFW DJDLQVW FORVHG EORFNV

EHFDXVH RI ZKDW KDSSHQV LQ D IL[HG�ORVV UDWLR HQYLURQPHQW ZKHQ \RX KDYH D FORVHG

EORFN RI EXVLQHVV� <RX FDQ MXVWLI\ DQ\ OHYHO RI UDWH LQFUHDVH� ULJKW" 7UHPHQGRXV

UDWH LQFUHDVHV FDQ EH MXVWLILHG� EXW DUH WKH\ IDLU" ,V LW ULJKW" :H ZDQW WR SUHYHQW

SUREOHPV EHIRUH WKH\¶UH FUHDWHG� 2I FRXUVH� ZH ZDQW WR HQFRXUDJH UDWH DGHTXDF\

DQG DGHTXDWH DFWLYH OLIH UHVHUYHV� DQG PDNH VXUH SHRSOH DUH KROGLQJ DSSURSULDWH

UHVHUYHV�

'LVFORVXUH LV DQ LQWHUHVWLQJ WKLQJ WKDW ZH¶YH DOO EHHQ WDONLQJ DERXW DW WKH QDWLRQDO

OHYHO� 7KHUH DUH PDQ\ UHJXODWRUV ZKR WKLQN WKDW LI WKLQJV DUH DGHTXDWHO\ GLVFORVHG

WR WKH FRQVXPHU� WKHQ WKDW¶V ILQH� ,I D FRQVXPHU ZDQWV WR EX\ D SURGXFW� LW PLJKW

QRW EH D SURGXFW WKDW , ZRXOG EX\� ,I WKH FRQVXPHU XQGHUVWDQGV ZKDW KH RU VKH LV

EX\LQJ� DQG LW KDV EHHQ DGHTXDWHO\ GLVFORVHG� ZKR DUH ZH WR NHHS KLP RU KHU IURP

EX\LQJ LW" 2QH RI WKH WKLQJV ZH WDONHG D ORW DERXW ZDV GLVFORVLQJ WKH SODQ IRU UDWHV�

,I D FDUULHU LV FRPLQJ LQ DQG XQGHUFXWWLQJ WKH PDUNHW� WKH FDUULHU LV QRW VHWWLQJ XS

SUHPLXPV WKDW DUH JRLQJ WR NHHS WKH SURGXFW JRLQJ ZLWKRXW D UDWH LQFUHDVH IRU WKH

OLIH RI WKH SURGXFW� ,I WKH UDWH LQFUHDVH LV GLVFORVHG WR WKH FRQVXPHU� WKHQ WKDW

VKRXOG EH ILQH� ,I WKH FRQVXPHU NQRZV WKDW LQ \HDU GXUDWLRQ WKUHH� KH RU VKH LV

JRLQJ WR JHW D ��� UDWH LQFUHDVH� DQG EX\V WKH SURGXFW DQ\ZD\� WKDW¶V ILQH DV ORQJ

DV WKH FRQVXPHU XQGHUVWDQGV WKDW�

3XEOLF SHUFHSWLRQ RI YDOXH ZDV D GLVFXVVLRQ WKDW ZH KDG RQ VHYHUDO IURQWV� 6RPH

UHJXODWRUV EHOLHYHG ZLWK UHVSHFW WR OLPLWHG EHQHILW SODQV WKDW LI WKH SHUVRQ EX\V WKLV

IRU D SHDFH�RI�PLQG EHQHILW� WKHQ WKH SULFH WKDW KH RU VKH SD\V LV QRW UHDOO\

UHOHYDQW� ,W¶V IRU KLV RU KHU SHDFH RI PLQG� ,W¶V ZKDW WKH FRQVXPHU GHFLGHV LV

YDOXDEOH WKDW¶V LPSRUWDQW� ,I WKH FRQVXPHU LV ZLOOLQJ WR SD\ WKDW SUHPLXP IRU WKDW

SURGXFW EHFDXVH LW JLYHV KLP RU KHU SHDFH RI PLQG� WKHQ ZKR DUH ZH WR VWRS KLP RU

KHU IURP GRLQJ WKDW" :H GHILQLWHO\ WKLQN DSSURSULDWH GLVFORVXUH ZRXOG GHFUHDVH

FRPSODLQWV� 2I FRXUVH� DQ LQGLYLGXDO¶V WROHUDQFH IRU ULVNZLOO SOD\ LQWR WKLQJV� 7KLV

DSSOLHV LI VRPHERG\ NQRZV WKDW KH RU VKH LV JRLQJ WR JHW KLW²LI LW¶V WKH DWWDLQHG DJH

UDWLQJ YHUVXV LVVXH DJH UDWLQJ� 6RPH SHRSOH DUH PXFK PRUH FRPIRUWDEOH ZLWK LVVXH

DJH UDWLQJ� ,¶P JRLQJ WR KDYH WKH VDPH UDWH P\ ZKROH OLIH²DFWXDOO\� OHVV� DIWHU

LQIODWLRQ� :LWK DWWDLQHG DJH UDWLQJ� , NQRZ WKDW SUHPLXPV DUH JRLQJ WR LQFUHDVH DV

P\ DJH LQFUHDVHV� 3HRSOH KDYH GLIIHUHQW WROHUDQFHV IRU WKDW�

:H GHILQLWHO\ ZDQWHG WR UHTXLUH GLVFORVXUH WKDW ZRXOG QRW DOORZ PLVOHDGLQJ RU IDOVH

FRQVXPHU H[SHFWDWLRQV DQG GHILQLWHO\ GLG QRW ZDQW WR HQFRXUDJH GROODU�WUDGLQJ

SURGXFWV� 'RHV HYHU\ERG\ NQRZ ZKDW ZH PHDQ E\ GROODU WUDGLQJ" ,I \RX¶UH JRLQJ

WR KDYH ������ LQ SUHVFULSWLRQ GUXJV� \RX VHOO VRPHERG\ D ������ SUHVFULSWLRQ GUXJ

EHQHILW� DQG KH RU VKH NQRZV KH RU KH ZLOO EX\ ������� 7KH FRQVXPHU LV MXVW GROODU

WUDGLQJ� :H GRQ¶W ZDQW WR FDXVH KLJK OHYHOV RI FODLPV�

:LWK UHVSHFW WR WKH ELJ SLFWXUH� ZH ZHUH WDONLQJ DERXW ORRNLQJ DW D ORQJ�WHUP�

FRPSUHKHQVLYH� DQG KROLVWLF DSSURDFK� ,Q RWKHU ZRUGV� ZH ZDQW WR ORRN DW ERWK WKH

SULFLQJ VLGH DQG WKH UHVHUYLQJ VLGH� :H ZDQW WKH UDWHV WR EH HIIHFWLYH RYHU WLPH
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DQG HQFRXUDJH DGHTXDWH UHVHUYHV� :LWK UHVSHFW WR FRQVXPHU FKRLFH� DQ LQWHUHVWLQJ

LGHD FDPH RXW RI WKLV� ,I VRPHERG\ JHWV DQ LQDSSURSULDWHO\ KLJK UDWH LQFUHDVH� DQG

KDV EHHQ SD\LQJ SUHPLXPV DOO WKLV WLPH� ZK\ VKRXOGQ¶W KH RU VKH GHYHORS VRUW RI D

QRQIRUIHLWXUH YDOXH� DV KH RU VKH ZRXOG RQ WKH OLIH VLGH� DQG EH DEOH WR FKDQJH

FRPSDQLHV DQG GLVFRXUDJH FRPSDQLHV IURP VRFNLQJ LW WR KLP RU KHU ZLWK WKRVH UDWH

LQFUHDVHV" :H ZDQWHG WR EH DEOH WR HQFRXUDJH LQQRYDWLYH LQVXUDQFH SURGXFWV� :H

GLGQ¶W ZDQW WR KDUP WKH PDUNHW� :H GRQ¶W ZDQW WR GHFUHDVH WKH QXPEHU RI LQVXUHGV

WKDW DUH RXW WKHUH� :H DOVR ZDQW WR LQFUHDVH FRPSHWLWLRQ�

/HW¶V PRYH RQ WR VRPH RI WKH WKLQJV WKDW ZH GLG QRW ZDQW WKH PRGHO UHJXODWLRQ WR

GR� :H GLG QRW ZDQW WKH PRGHO UHJXODWLRQ WR GHOD\ UDWH LQFUHDVHV WKURXJK

EXUGHQVRPH UHTXLUHPHQWV� 2I FRXUVH� SULRU DSSURYDO LV RQH RI WKRVH WKLQJV WKDW

WHQGV WR GHOD\ UDWH LQFUHDVHV� ULJKW" :H ZDQWHG WR ORRN DW KRZ ZH FRXOG DYRLG

WKDW� :H GLGQ¶W ZDQW SROLWLFV WR JHW LQWR WKH DSSURYDOV DQG UDWH LQFUHDVH UHYLHZV� ,I

\RX NQRZ 6HQDWRU $O 6DOYL
V �5�,/� SROLF\ LV LQ WKDW EORFN RI EXVLQHVV� DQG \RX¶UH

DSSURYLQJ WKDW ��� UDWH LQFUHDVH� WKDW PDNHV LW NLQG RI WRXJK EHFDXVH \RX NQRZ

\RX¶UH JRLQJ WR EH JHWWLQJ D SKRQH FDOO� 'RQ¶W DOORZ JDPLQJ RI LQLWLDO UDWHV RU UDWH

LQFUHDVHV� DQG GRQ¶W FUHDWH SUREOHPV WKDW ZLOO QHHG WR EH IL[HG� 7KRVH ZHUH VRPH

RI WKH ³GRQ¶WV�´ 7KH LQGXVWU\ DQG WKH UHJXODWRUV DJUHHG LQ WHUPV RI ZKDW ZH

WKRXJKW ZHUH ILUVW DQG VHFRQG SULRULWLHV�

3XUSRVHV

)LUVW� ZH WDONHG DERXW ZKDW ZH ZDQWHG WR GR ZLWK WKH PRGHO UHJXODWLRQ DQG ZKDW ZH

GLGQ¶W ZDQW WKH PRGHO UHJXODWLRQ WR GR� 7KHQ ZH WDONHG DERXW WKH SXUSRVH RI

KDYLQJ UDWH UHJXODWLRQ� 2QH RI WKH FRQFHSWV ZH FDPH XS ZLWK ZDV ZDQWLQJ WR EH

DEOH WR PRQLWRU XQGHUZULWLQJ JDLQ� :H ZDQW WR HQFRXUDJH PHGLFDOFODLP FRVW

FRQWURO� :H ZDQW WR EH DEOH WR UHFRJQL]H XQNQRZQ ULVN� :H ZDQW WR EH DEOH WR

HYDOXDWH DIIRUGDELOLW\ YHUVXV DGHTXDF\ RI WKH UDWHV� :H ZDQW WR HQFRXUDJH

HFRQRPLF DQG DFWXDULDO VRXQGQHVV IRU WKH FRPSDQLHV� :H ZDQW WR SURYLGH WKH

PD[LPXP EHQHILW IRU WKH FRQVXPHUV� DQG ZH ZDQW WR PDNH VXUH WKDW WKH UDWLQJ

PHWKRGRORJ\ WKDW ZH FRPH XS ZLWK FDQ EH LPSOHPHQWHG� ,I ZH PDNH LW WRR

FRPSOLFDWHG� DQG QRERG\ XQGHUVWDQGV LW� WKHQ WKHUH¶V QR ZD\ ZH FDQ LPSOHPHQW LW�

,W¶V KDV WR EH D IHDVLEOH PHWKRGRORJ\ WKDW¶V UHDVRQDEOH� 7KLQNLQJ DERXW WKH VWDWH

SHUVSHFWLYH� ZH FDQ¶W DIIRUG WR KDYH D ORW RI DFWXDULHV� VR ZH KDYH D ORW RI DQDO\VWV

ZKR DUH UHYLHZLQJ UDWHV DQG VWXII� :H QHHG WR KDYH D OHYHO ZKHUH ZH FDQ WHOO WKHP

WR ORRN IRU WKHVH WKLQJV� DQG LI WKH\ KDYH WKHP� WKHQ DSSURYH LW� ,I WKH\ GRQ¶W KDYH

WKHP� GLVDSSURYH LW RU ZKDWHYHU� ,W KDV WR EH VRPHWKLQJ WKDW¶V IHDVLEOH�

$OWKRXJK ZH VWDUWHG WDONLQJ DERXW DOO W\SHV RI SURGXFWV� , VKRXOG OHW \RX NQRZ WKDW

ZH ZRUNHG RQ D PRGHO VSHFLILF WR OLPLWHG EHQHILW SODQV� %HFDXVH ZH KDG VRPH

EURDG FRQFHSWV WKDW ZH WKLQN VKRXOG DSSO\ DFURVV WKH ERDUG� ZH XQGHUVWDQG WKDW

WKH PHWKRGRORJ\ WKDW ZH FDPH XS ZLWK PD\ YDU\ GHSHQGLQJ RQ WKH W\SH RI SURGXFW�

SDUWLFXODUO\ LI WKH FODLP FRVWV YDU\ ZLWK LQIODWLRQ� :H WKRXJKW WKDW ZDV RQH RI WKH

ELJJHVW WKLQJV� ,I FODLP FRVWV GRQ¶W YDU\ ZLWK LQIODWLRQ� WKHQ PD\EH RQH

PHWKRGRORJ\ ZRXOG ZRUN EHWWHU WKDQ DQRWKHU� :H ZDQWHG WR DW OHDVW DFFRXQW IRU

WKDW� :H VWDUWHG VSHFLILFDOO\ ZLWK OLPLWHG EHQHILW SODQV� :H DUH JRLQJ WR XVH WKH

PHWKRGRORJ\ WKDW ZH GHYHORSHG DV D EDVLV IRU HYDOXDWLQJ RWKHU SURGXFWV� DQG WKHQ

PRGLI\ LW DV LW VHHPV DSSURSULDWH� (YHQ WKRXJK WKLV LV D PRGHO VSHFLILF WR OLPLWHG

EHQHILW SODQV� LI \RX¶UH LQ WKH LQGLYLGXDO PDMRU PHGLFDO EXVLQHVV� WKLV PRGHO FRXOG EH
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WKH WHPSODWH WKDW ZH XVH IRU GHYHORSLQJ RU D UDWLQJ PHWKRGRORJ\ IRU WKRVH W\SHV RI

SURGXFWV� /RQJ�WHUP FDUH DQG GLVDELOLW\ LQVXUDQFH DUH WKH VDPH� :H¶UH ZRUNLQJ RQ

WKRVH ULJKW QRZ�

6RPH RI WKLV FRQFHUQ LV VSHFLILF WR OLPLWHG EHQHILW SODQV� 2I FRXUVH� WKH FKDUJH LV

WKDW WKH SUHPLXPV ZHUH H[FHVVLYH� :H KDG D IDFWLRQ RI UHJXODWRUV ZKR ZHUH VD\LQJ

WKH\ GLG QRW WKLQN WKHUH RXJKW WR EH DQ\ UDWH FRQWURO IRUOLPLWHG EHQHILW SODQV

EHFDXVH SHRSOH GRQ¶W QHHG WKHVH SURGXFWV QHFHVVDULO\� ,W¶V QRW OLNH DQ LQGLYLGXDO

PDMRU PHGLFDO SURGXFW LQ ZKLFK \RX KDYH WR KDYH LW� 7KH\ ZDQW WKHVH SURGXFWV�

,W¶V D SHDFH�RI�PLQG SURGXFW� DQG WKH\ RXJKW WR EH DEOH WR SD\ ZKDWHYHU WKH\ ZDQW

WR SD\ IRU LW� 7KHUH DUH H[FHVVLYH H[SHQVH PDUJLQV� DQG� DJDLQ� WKDW JRHV EDFN WR

H[FHVVLYH SUHPLXPV� ,V WKHUH LQVXUDQFH ULVN" 7KDW¶V D ELJ RQH� ,I VRPHERG\

DOUHDG\ KDV D PDMRU�PHGLFDO SURGXFW WKDW FRYHUV ZKDW WKH VXSSOHPHQWDO SURGXFW

FRYHUV� LV WKHUH LQVXUDQFH ULVN"

5DWH 6WDELOLW\

2I FRXUVH� ZH DOO ZDQWHG WR SURPRWH UDWH VWDELOLW\� ([SHQVHV DUH LQFUHDVLQJ DW
SUHPLXP UDWH H[SHQVH� DQG WKLV LV VRPHWKLQJ WKDW \RX¶OO VHH FRPLQJ RXW� ,I ZH

JUDQW D ��� UDWH LQFUHDVH EDVHG RQ LQFUHDVHV LQ FODLP FRVWV� WKHQ LW¶V DSSOLHG WR WKH
JURVV SUHPLXP� 2I FRXUVH� WKHUH¶V DQ LQFUHDVH RQ H[SHQVHV DQG QRW MXVW WKH FODLP
FRVWV� ULJKW" 7KDW ZDV D FRQFHUQ IRU UHJXODWRUV�

:KDW ZHUH VRPH RI WKH VROXWLRQV" :H WKRXJKW DERXW UHTXLULQJ SRUWDELOLW\ E\

UHTXLULQJ WKH DYDLODELOLW\ RI D IXQG WKDW FRXOG EH XVHG WR WUDQVIHU WR DQRWKHU FDUULHU
DW WKH RSWLRQ RI WKH LQGLYLGXDO ZKHQ WKH FDUULHU LPSOHPHQWV D UDWH LQFUHDVH� ,W LV
NLQG RI OLNH D QRQIRUIHLWXUH EHQHILW IRU KHDOWK LQVXUDQFH� $QRWKHU SRVVLEOH VROXWLRQ LV

WR DSSO\ SHQDOWLHV WR WKH FDUULHU LI WKH UHTXHVWHG UDWH LQFUHDVH LV JUHDWHU WKDQ WKH
UDWH LQFUHDVH VWDWHG LQ D EXVLQHVV SODQ ILOHG ZLWK WKH GHSDUWPHQW DQG DSSURYHG E\

WKH DSSOLFDQWV� 7KLV ZRXOG EH D GLVFORVXUH SODQ IRU LQFUHDVLQJ UDWHV� DQG DV ORQJ DV
\RX¶UH ZLWKLQ WKDW SODQ� \RX¶UH DOO VHW� ,I \RX JR RXWVLGH WKH SODQ� WKHQ \RX¶UH JRLQJ
WR EH SHQDOL]HG IRU WKDW�

3URYLGH VDIH KDUERUV IRU UDWH LQFUHDVH DPRXQWV DQG GLVFORVXUH LQ WKH EXVLQHVV SODQV�

$JDLQ� UDWH LQFUHDVHV EHORZ D FHUWDLQ DPRXQW ZRXOG KDYH IHZHU ILOLQJ UHTXLUHPHQWV�
7KH\¶UH WDONLQJ DERXW UHGXFLQJ EXUGHQVRPH UHTXLUHPHQWV� $Q LGHD WKDW FDPH RXW RI
WKDW ZDV JXDUDQWHHG PD[LPXP SUHPLXP UDWHV� $Q\ERG\ OLNH WKDW VROXWLRQ" 1R�

$QRWKHU LGHD ZDV PRGLILHG FRPPXQLW\ UDWLQJ FRQVWUDLQWV� VLPLODU WR ZKDW ZDV XVHG
LQ VPDOO JURXS PRGHOV� :H DOVR VHH H[FHSWLRQV IRU DFWLRQV RXWVLGH RI WKH FRPSDQ\¶V

FRQWURO� VXFK DV UHGHILQLWLRQ GXH WR D FKDQJH LQ VWDWXWH RU UHJXODWLRQ� ,I� LQ JRRG
IDLWK� \RX VDLG WKLV LV ZKDW P\ SODQQHG UDWH LQFUHDVHV DUH JRLQJ WR EH� EXW WKHQ
WKHUH ZDV VRPHWKLQJ RXWVLGH \RXU FRQWURO� WKHUH RXJKW WR EH VRPH H[FHSWLRQ IRU

WKDW� 7KRVH ZHUH DOO RI WKH LGHDV WKDW ZH FDPH XS ZLWK� DQG WKHQ ZH IRUPXODWHG
WKDW LQWR D SURSRVHG UHFRPPHQGDWLRQ IRU OLPLWHG EHQHILW SODQV�

7KLV LV NLQG RI EURNHQ XS LQWR D FRXSOH RI SKDVHV� 2Q WKH LQLWLDO UDWLQJ� LI WKHUH LV
FRPSHWLWLRQ� WKHQ QR LQLWLDO DSSURYDO ZRXOG EH UHTXLUHG� $JDLQ� ZH ZHUH ORRNLQJ DW

WZR LVVXHV� UDWHV EHLQJ H[FHVVLYH DQG UDWHV EHLQJ LQDGHTXDWH� ,I WKHUH ZDV
FRPSHWLWLRQ� WKHQ ZH DVVXPH WKDW UDWHV ZRXOG QRW EH H[FHVVLYH� 1R LQLWLDO DSSURYDO

ZRXOG EH UHTXLUHG� 2I FRXUVH� ZH VWUXJJOHG ZLWK WKH LGHD WKDW LQGLYLGXDO VWDWHV VWLOO
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KDYH SULRU DSSURYDO ODZV RQ WKH ERRNV� 7KH\ PD\ VWLOO KDYH WR UHTXLUH SULRU

DSSURYDO� 2I FRXUVH� WKHUH ZRXOG KDYH WR EH VRPH ZD\ WR MXVWLI\ WKDW FRPSHWLWLRQ
H[LVWV� :H PLJKW UHTXLUH VRPH VWDWHPHQW UHJDUGLQJ FRPSHWLWLRQ LQ WKH DFWXDULDO
FHUWLILFDWLRQ� ,I FRPSHWLWLRQ GRHV QRW H[LVW� WKHQ ZH ZRXOG UHTXLUH LQLWLDO DSSURYDO RI

WKH UDWHV� 7KHUH ZDV QRWKLQJ GULYLQJ WKH UDWHV WR D UHDVRQDEOH OHYHO� DQG� RI
FRXUVH� ZH¶UH FKDUJHG ZLWK UDWHV EHLQJ UHDVRQDEOH LQ UHODWLRQ WR EHQHILWV�

&UHGLW LQVXUDQFH LV D SHUIHFW H[DPSOH RI UHYHUVH FRPSHWLWLRQ� <RX JR WR EX\ \RXU
FDU� DQG WKH\¶UH WU\LQJ WR VHOO \RX FUHGLW OLIH LQVXUDQFH� 7KH\¶UH QRW JRLQJ WR VKRZ

\RX ILYH GLIIHUHQW SURGXFWV� DQG \RX FKRRVH WKH RQH ZLWK WKH EHVW SULFH� ULJKW"
7KH\¶UH JRLQJ WR VKRZ \RX RQH SURGXFW� DQG ZKDW¶V WKDW RQH SURGXFW" ,WZLOO EH WKH

RQH WKDW SD\V WKH KLJKHVW FRPPLVVLRQ� ULJKW" 5HYHUVH FRPSHWLWLRQ� ,Q WKDW FDVH�
OLIHWLPH ORVV UDWLRV PD\ EH UHTXLUHG� )LOH D FODLP ZLWK WKH VWDWH WKDW VKRZV
H[SHFWHG UDWH LQFUHDVHV IRU DW OHDVW WHQ \HDUV� DQG WKH SODQ VKRXOG DOVR EH JLYHQ WR

WKH DSSOLFDQW� 7KDW¶V RQ WKH LQLWLDO UDWH� ,I WKHUH¶V FRPSHWLWLRQ LQ WKH PDUNHW� DQG
\RX FDQ VKRZ WKHUH¶V FRPSHWLWLRQ� WKHQ \RX¶UH JRLQJ WR ILOH D SODQ WKDW VD\V WKLV LV

P\ SODQ IRU UDWH LQFUHDVHV� ,W FRXOG EH ]HUR� , GRQ¶W KDYH DQ\ SODQQHG UDWH
LQFUHDVHV� ,W FRXOG EH , H[SHFW WR KDYH ��� UDWH LQFUHDVHV HYHU\ \HDU� ULJKW"

<RX¶UH JRLQJ WR ILOH WKDW ZLWK WKH GHSDUWPHQW� <RX¶UH JRLQJ WR JLYH WKDW WR WKH
FRQVXPHU VR WKH FRQVXPHU NQRZV ZKDW WR H[SHFW�

<RX ILOHG WKH SODQ� <RX¶YH VDLG� WKLV LV ZKDW ,¶P JRLQJ WR GR� 1RZ LW FRPHV WLPH IRU
D UDWH LQFUHDVH� $Q\ UDWH LQFUHDVH VKRXOG EH ILOHG� 7KDW¶V ZKDW ZH DOO WKRXJKW� ,I

WKH UDWH LQFUHDVH LV ZLWKLQ WKH DPRXQW VSHFLILHG LQ WKH SODQ� LW PD\ EH DSSURYHG
ZLWKRXW DQ\ SHQDOW\� <RX¶UH GRLQJ ZKDW \RX VDLG \RX ZHUH JRLQJ WR GR� ,I DSSURYDO
LV JUDQWHG IRU D UHTXHVWHG UDWH LQFUHDVH WKDW LV RXWVLGH RI WKH VSHFLILF DPRXQW

GLVFORVHG� SHQDOWLHV PD\ EH LPSRVHG� ,I IRU VRPH UHDVRQ \RX ZDQW D UDWH LQFUHDVH
WKDW¶V KLJKHU WKDQ ZKDW \RX VDLG \RX ZHUH JRLQJ WR JLYH DQG ZKDW \RX GLVFORVHG�

WKHQ \RX PD\ EH VXEMHFW WR SHQDOWLHV� 6RPH RI WKH SHQDOWLHV PLJKW EH ZH PLJKW
OLPLW WKH LQFUHDVH IRU WKH H[SHQVH FRPSRQHQW DQG RQO\ JLYH \RX DQ LQFUHDVH RQ WKH
FODLPV FRPSRQHQW� /LPLW WKH UDQJH RI WKH QHZ EXVLQHVV UDWH WR SUHYHQW WKDW FORVHG

EORFN WKLQJ IURP JRLQJ RQ� :H PLJKW UHTXLUH SRUWDELOLW\ ZLWK D IXQG ZKHUH WKH IXQG
LV VHW E\ WKH UHJXODWLRQ RU E\ WKH UHJXODWRU� ,I \RX¶UH VD\LQJ� ³,¶YH JRW WR KDYH WKLV

EHFDXVH P\ DGPLQLVWUDWLYH FRVWV DUH WKLV DQG WKDW�´ WKHQ ZH PLJKW UHTXLUH VRPH
NLQG RI SODQ� +RZ DUH \RX¶UH JRLQJ WR LPSURYH \RXU EXVLQHVV SUDFWLFHV" :H ZRXOG
WUDQVIHU WKH EORFN RI EXVLQHVV WR DQRWKHU FRPSDQ\� RU ZH PLJKW KLUH DQ DFWXDU\ IRU

UHYLHZ DW WKH FRPSDQ\¶V H[SHQVH� DQG WKHQ ZH ZRXOG PRQLWRU UDWHV IRU WKUHH \HDUV�
7KDW ZDV ZKHUH ZH VWDUWHG� 7KDW ZDV NLQG RI WKH FRQFHSWXDO IUDPHZRUN WKDW ZH

GHYHORSHG IRU WKH PRGHO� 7KHQ ZH ZHQW WR ZRUN GUDIWLQJ WKH PRGHO� DQG WKDW¶V ZKDW
6XH¶V JRLQJ WR WDON DERXW� 6KH¶V JRLQJ WR WDON DERXW WKH PRGHO WKDW ZH DFWXDOO\
GHYHORSHG� DQG� RI FRXUVH� \RX KDYH WR XQGHUVWDQG WKDW WKLV ZDV DQ LQGXVWU\

UHJXODWRU� 2I FRXUVH� LW ZDV DW WKH 1$,&� VR WKHUH ZDV VLJQLILFDQW LQGXVWU\
SDUWLFLSDWLRQ� DQG PDQ\ WLPHV FRPSURPLVHV DUH PDGH� :KDW ZH FDPH XS ZLWK PD\

EH D OLWWOH ELW GLIIHUHQW IURP WKH FRQFHSWXDO IUDPHZRUN�

0V� 6XH 5\QHDUVRQ� ,¶P JRLQJ WR WDON D OLWWOH ELW DERXW WKH DFWXDO PRGHO� , JXHVV

WKH ILUVW WRSLF RQ WKH DGGLWLRQDO EHQHILWV UHJXODWLRQ LV� ZKDW GRHV WKH UHJXODWLRQ
DSSO\ WR" 7KH PDLQ LQWHQW� DV /HVOLH SRLQWHG RXW� LV LW¶V VSHFLILF WROLPLWHG EHQHILW

W\SH SODQV� 7KLV LV JRLQJ WR EH PDLQO\ FRQWUDFWV WKDW FRYHU VSHFLILF KHDOWK HYHQWV�
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VSHFLILF WUHDWPHQW� RU VSHFLILF FRQGLWLRQV� 2I WKRVH FRQWUDFWV� OHVV WKDQ ��� RI WKH

WRWDO LQLWLDO FODLP FRVWV DUH DWWULEXWDEOH WR EHQHILWV WKDW PLJKW LQFUHDVH ZLWK PHGLFDO
LQIODWLRQ� 7KHVH ZRXOG EH LQGLYLGXDO FRQWUDFWV� RU DQ\ FHUWLILFDWHV WKDW DUH LVVXHG WR
D WUXVW RU DVVRFLDWLRQ ZKHUH WKH HPSOR\HU LV QRW SD\LQJ D VLJQLILFDQW SRUWLRQ RI WKH

SUHPLXP� 7KHUH¶V DFWXDOO\ D GUDIWLQJ QRWH LQ WKH UHJXODWLRQ� 7KHUH DUH SURGXFWV RXW
WKHUH WKDW DUH VROG DV DVVRFLDWLRQ SODQV ZKHUH WKHUH DUH JURXS FHUWLILFDWHV� EXW WKH

LQWHQW LV WKDW XQOHVV WKH HPSOR\HU LV SD\LQJ WKH PDMRULW\ RI WKDW SUHPLXP� WKH\
VKRXOG IDOO XQGHU WKLV UHJXODWLRQ�

7KHUH DUH VHYHUDO QHZ FRQFHSWV LQ WKLV UHJXODWLRQ� ,Q PDQ\ ZD\V� WKH\ KDYH WKURZQ
RXW WKH ROG ORVV�UDWLR FRQFHSW HQWLUHO\� DQG LQ RUGHU WR GR WKDW ZH UHDOO\ QHHG WR

GLVFXVV WKUHH WRSLFV EHIRUH ZH JHW LQWR LW� 7KH ILUVW RQH LV WKH LVVXH RI SODQQHG
YHUVXV XQSODQQHG UDWH LQFUHDVHV� $ SODQQHG UDWH LQFUHDVH LV RQH WKDW LV GLVFORVHG WR
WKH LQVXUHG DW WKH WLPH WKH SROLF\ LV LVVXHG� 7KDW FRXOG EH D SROLF\ WKDW GRHV KDYH

VRPH EHQHILWV WKDW DUH DIIHFWHG E\ PHGLFDO LQIODWLRQ� DQG ZKHQ \RX VHOO LW \RX PLJKW
WHOO WKH LQVXUHG WKDW SUHPLXPV PD\ LQFUHDVH E\ ��� HYHU\ ILYH \HDUV� $V ORQJ DV

WKH SUHPLXP UDWH LQFUHDVHV ZH¶UH ZLWKLQ WKRVHOLPLWV� DQG WKH\ ZRXOG VWLOO IDOO XQGHU
SODQQHG UDWH LQFUHDVHV� $Q XQSODQQHG UDWH LQFUHDVH ZRXOG EH RQH WKDW ZDV QRW

GLVFORVHG WR WKH SROLF\KROGHU� <RX FRXOG KDYH WKRVH LQ WZR GLIIHUHQW ZD\V� 6D\ \RX
KDG VDLG WKDW \RX ZHUH JRLQJ WR KDYH D ��� UDWH LQFUHDVH HYHU\ ILYH \HDUV� DQG
LQVWHDG \RX QHHGHG ��� LQ WKH ILUVW ILYH \HDUV� $ SRUWLRQ RI WKDW UDWH LQFUHDVH

ZRXOG EH FRQVLGHUHG SODQQHG� DQG D SRUWLRQ ZRXOG EH XQSODQQHG� 7KH RWKHU ZD\
REYLRXVO\ LV LI \RX KDG WROG WKH LQVXUHG WKDW \RX GLG QRW DQWLFLSDWH RU SODQ IRU DQ\

UDWH LQFUHDVHV DQG WKHQ ODWHU KDG VRPH�

7KH QH[W QHZ FRQFHSW LV WKDW RI DQ HTXLYDOHQW QDWLRQDO SUHPLXP UDWH VFKHGXOH� 7KH

SXUSRVH RI WKLV LV WR DOORZ FRPSDQLHV WR NHHS WKHLU UDWHV DV XQLIRUP DFURVV WKH
FRXQWU\ DV SRVVLEOH� $Q\RQH ZKR GRHV VWDWH ILOLQJV NQRZV WKDW \RX¶UH JRLQJ WR KDYH

VWDWH YDULDWLRQ LQ UDWHV GXH WR PDQGDWHG EHQHILWV RU PD\EH FXUUHQWO\ ORVV UDWLR
UHTXLUHPHQWV� EXW , WKLQN PDQ\ FRPSDQLHV SULFH D SODQ RQ D QDWLRQZLGH EDVLV�
7KH\¶UH QRW GRLQJ 6RXWK &DUROLQD¶V UDWHV EDVHG RQ 6RXWK &DUROLQD H[SHULHQFH�

7KH\¶UH GRLQJ LW UHDOO\ RQ D QDWLRQZLGH VFKHGXOH� 6R WKH GHILQLWLRQ RI WKLV LV WKDW WKH
IRUPV UDWH VFKHGXOH LV EDVHG RQ D FRPPRQ SRRO RI H[SHULHQFH� ,W GRHV QRW UHIOHFW

JHRJUDSKLF GLIIHUHQFHV LQ FODLP FRVWV� +RZHYHU� LW GRHV DOORZ IRU YDULDELOLW\ LQ UDWHV
EHWZHHQ VWDWHV EHFDXVH RI YDU\LQJ VWDWXWRU\ UHTXLUHPHQWV� DQG� DV , VDLG� WKHVH
FRXOG EH HLWKHU EHQHILW UHTXLUHPHQWV VXFK DV D PDQGDWRU\ PDPPRJUDSK\ FRYHUDJH

RU WKLQJV OLNH WKDW�

7KH QH[W FRQFHSW LV D FHUWLILFDWLRQ RI FRPSHWLWLRQ� 7KH UHJXODWLRQ UHTXLUHV
PDQDJHPHQW FHUWLILFDWLRQ UHJDUGLQJ FRPSHWLWLRQ DW WKH WLPH UDWHV DUH LQLWLDOO\ ILOHG�
$V ORQJ DV \RX FDQ FHUWLI\ WKDW FRPSHWLWLRQ H[LVWV� WKHQ WKHUH DUH UHDOO\ QR ORVV UDWLR

W\SH UHTXLUHPHQWV WR PHHW DW LQLWLDO ILOLQJ� :KDW WKLV FRQVLVWV RI LV WKH FRPSOHWLRQ RI
DQ 1$,&�VWDQGDUGL]HG EHQHILW ZRUNVKHHW WKDW LVQ¶W FRPSOHWHG \HW ZKLFK LV NLQG RI

IXQQ\� , WKLQN WKH\¶UH VWLOO ZRUNLQJ RQ WKDW� 7KH LGHD RI WKDW ZDV WR JLYH WKH
UHJXODWRUV D FRPPRQ IUDPHZRUN VR WKDW WKH\ VHH WKDW HYHU\RQH OLVWV WKHLU W\SHV RI
EHQHILWV RQ LW� 7KDW UHDOO\ ZDV WKH SXUSRVH RI WKDW� <RX DOVR KDYH WR SURYLGH WKH

QDPHV RI WKUHH QRQ�DIILOLDWHG FDUULHUV ZKR KDYH SURGXFWV VLPLODU WR \RXUV� :LWK WKLV
UHJXODWLRQ WKHUH LV VRPH UHTXLUHG GLVFORVXUH WR SROLF\KROGHUV� 7KLV ZRXOG EH IRU

SROLFLHV WKDW DUH QRQFDQFHODEOH DQG GR QRW KDYH WKH ULJKW WR PRGLI\ UDWHV� 7KH
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RWKHU GLVFORVXUHV QHHG WR EH PDGH DW WKH WLPH RI LVVXH� ,Q PRVW VWDWHV� \RX PXVW

JLYH WKH UHTXLUHG IUHH�ORRN SHULRG� <RX FDQ GR LW DW WKH WLPH WKH SROLF\ LV UHFHLYHG�
RWKHUZLVH \RX KDYH WR GR LW ZKHQ WKH SHUVRQ DFWXDOO\ DSSOLHV IRU FRYHUDJH�

,I SODQQHG LQFUHDVHV DUH DQWLFLSDWHG RU LI DWWDLQHG DJH UDWLQJ LV XVHG� \RX PXVW
SURYLGH WKH DQWLFLSDWHG UDWH LQFUHDVHV IRU DW OHDVW WZR UDWH LQFUHDVHV DQG DW OHDVW ��

\HDUV� ,I \RX SODQ RQ WHOOLQJ WKH LQVXUHG WKDW \RX FRXOG KDYH D UDWH LQFUHDVH HYHU\
ILYH \HDUV RI ���� WKHQ \RX PXVW VKRZ DW OHDVW WKUHH RI WKRVH UDWH LQFUHDVHV LQ WKH
VFKHGXOH \RX VKRZ WKHP� ,I \RX DUH RQO\ JRLQJ WR KDYH D ��� UDWH LQFUHDVH HYHU\

�� \HDUV� WKHQ \RX ZRXOG VKRZ WKH LQLWLDO UDWH IRU �� \HDUV DQG WKHQ WKH QH[W UDWH
IRU WKH QH[W ILYH \HDUV� DQG WKHQ \RX ZRXOG DOVR VKRZ WKH ��WK \HDU EHFDXVH \RX

QHHG WR LQFRUSRUDWH DW OHDVW WZR RI WKH SODQQHG UDWH LQFUHDVHV� <RX PXVW JLYH WKHP
D JHQHUDO H[SODQDWLRQ RI WKH PHWKRGRORJ\ IRU GHWHUPLQLQJ WKH SODQQHG LQFUHDVHV�
<RX FDQ¶W VD\� ,¶P JRLQJ WR UDLVH WKH UDWHV LQ ILYH \HDUV� DQG GR LW IRU QR RWKHU

UHDVRQ� <RX ZLOO VWLOO KDYH WR MXVWLI\ WKDW LW¶V QHFHVVDU\� <RX DOVR KDYH WR GLVFORVH
WKH UDWH LQFUHDVHV RQ WKDW SDUWLFXODU SROLF\ IRUP RU VLPLODU SROLF\ IRUPV RYHU WKH

SDVW �� \HDUV� 1RZ� WKLV LV IRU DOO SODQV ZKHWKHU \RX KDYH SODQQHG LQFUHDVHV RU QRW�
7KH UHJXODWRUV ZHUH YHU\ FRQFHUQHG WKDW \RX PLJKW WHOO WKH LQVXUHG WKDW \RX GRQ¶W

DQWLFLSDWH DQ\ UDWH LQFUHDVHV� HYHQ WKRXJK \RX¶YH KDG D SDVW KLVWRU\ RI KDYLQJ
XQSODQQHG UDWH LQFUHDVHV� 7KH\ ZDQW VRPH VRUW RI GLVFORVXUH UHJDUGLQJ UDWH
LQFUHDVHV�

)RU WKH ILOLQJ RI LQLWLDO UDWHV WKH IROORZLQJ LQIRUPDWLRQ LV SURYLGHG WR WKH

FRPPLVVLRQHU LQ HDFK VWDWH� )LUVW� WKHUH LV D FRS\ RI WKH SROLF\KROGHU GLVFORVXUH�
6HFRQG LV WKH PDQDJHPHQW FHUWLILFDWLRQ UHJDUGLQJ FRPSHWLWLRQ� 7KLUG� GHWDLOHG
LQIRUPDWLRQ UHJDUGLQJ SODQQHG LQFUHDVHV� ,I \RX¶UH JRLQJ WR KDYH SODQQHG LQFUHDVHV

RQ D SROLF\� \RX QHHG WR OHW WKH FRPPLVVLRQHU NQRZ LQ WKH LQLWLDO ILOLQJ ZKDW WKH
GULYLQJ IRUFH LV EHKLQG WKRVH SODQQHG LQFUHDVHV� <RX ZRXOG QHHG WR WHOO WKHP ZKLFK

EHQHILW LV DIIHFWHG E\ PHGLFDO LQIODWLRQ DQG JLYH WKHP WKDW LQIRUPDWLRQ XS IURQW�
<RX DOVR KDYH WR SURYLGH D FHUWLILFDWLRQ WKDW WKH LQLWLDO SUHPLXP UDWH VFKHGXOH DQG
DQ\ SODQQHG LQFUHDVHV DUH VXIILFLHQW WR FRYHU WKH LQLWLDO FRVWV DQG DQWLFLSDWHG WUHQGV�

,W¶V QRW HQRXJK WR WHOO WKH FRPPLVVLRQHU WKDW \RX GRQ¶W SODQ DQ\ UDWH LQFUHDVHV DQG
WKDW \RX GLGQ¶W SXW DQ\ WUHQG RQ D EHQHILW WKDW GHILQLWHO\ VKRXOG KDYH WUHQG� 7KDW¶V

DOO JRLQJ WR KDYH WR EH GLVFORVHG XS IURQW�

)RU D ILOLQJ RI UDWH LQFUHDVHV� DQG IRU SODQQHG LQFUHDVH� \RX GR SURYLGH QRWLILFDWLRQ

WR WKH FRPPLVVLRQHU� )RU XQSODQQHG LQFUHDVHV� WKH UHTXLUHPHQWV DUH JRLQJ WR YDU\
GHSHQGLQJ RQ ZKHWKHU WKH SODQ LV ILOHG XVLQJ WKH HTXLYDOHQW QDWLRQDO SUHPLXP

VFKHGXOH RU WKH VWDWH�VSHFLILF VFKHGXOH� ,I LW¶V ILOHG ZLWK WKH HTXLYDOHQW QDWLRQDO
SUHPLXP VFKHGXOH� \RX QHHG WR JLYH D GHPRQVWUDWLRQ RI WKH PHWKRGRORJ\ IRU
GHWHUPLQLQJ WKH UDWH LQFUHDVH� <RX DOVR QHHG GRFXPHQWDWLRQ RI WKH DFFHSWDQFH RI

WKH UDWH LQFUHDVH IURP \RXU VWDWH RI GRPLFLOH DQG DQ\ VWDWHV ZLWK PRUH WKDQ ��� RI
\RXU EXVLQHVV RQ WKDW IRUP� ,W¶V D PLQLPXP RI DW OHDVW WKUHH WRWDO VWDWHV� ,I \RX

KDYH \RXU VWDWH RI GRPLFLOH� DQG WKHQ \RX KDYH QR RWKHU VWDWHV WKDW KDYH PRUH WKDQ
��� RI WKH EXVLQHVV� WKHQ \RX JR GRZQ WR WKH QH[W WZR KLJKHVW VWDWHV� 7KLV LV RQH
RI WKH ELJ SLHFHV RI WKH HTXLYDOHQW QDWLRQDO SUHPLXP VFKHGXOH� ,W¶V UHDOO\ DQ

DWWHPSW WR NHHS WKH UDWHV DV XQLIRUP DV SRVVLEOH� :KDW FRXOG KDSSHQ LV \RX PLJKW
ILOH D SODQ ZLWK HTXLYDOHQW QDWLRQDO UDWHV WR EHJLQ ZLWK DQG WKHQ QHHG D UDWH

LQFUHDVH RQ LW� <RX JHW VXFK YDULHG UHVSRQVHV WR \RXU UDWH LQFUHDVH E\ VWDWH WKDW�
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EHIRUH \RX NQRZ LW� \RXU VFKHGXOH LV YHU\ VWDWH VSHFLILF� DQG WKLV LV UHDOO\ DQ

DWWHPSW WR SURYLGH PRUH XQLIRUPLW\ LQ WKDW�

<RX DOVR QHHG WR SURYLGH WKH FRPPLVVLRQHU LQIRUPDWLRQ WKDW¶V FRQVLVWHQW ZLWK QHZ

GLVFORVXUH UHTXLUHPHQWV IRU DQ\ IXWXUH SODQQHG LQFUHDVHV RQ WKH IRUP IRU QHZ VDOHV�
6D\ \RX GHVLJQ D SURGXFW DQG \RX GRQ¶W EHOLHYH WKHUH¶V JRLQJ WR EH DQ\ VLJQLILFDQW

HIIHFWLYH WUHQG RQ LW� DQG LW WXUQV RXW \RX¶UH ZURQJ� )RU DOO WKRVH SROLFLHV \RX¶YH
VROG XS WR WKDW SRLQW� \RX¶UH JRLQJ WR ILOH XQGHU WKH XQSODQQHG LQFUHDVH VHFWLRQ
IRUHYHU� +RZHYHU� IRU QHZ VDOHV RI WKH IRUP� \RX FRXOG DFWXDOO\ UHVWDWH \RXU

DVVXPSWLRQV DQG DOORZ WKH FRPPLVVLRQHU WR NQRZ WKDW \RX GR DQWLFLSDWH SODQQHG
LQFUHDVHV IRU WKDW IRUP DW WKDW SRLQW�

)RU VWDWH�VSHFLILF UDWH VFKHGXOHV \RX PXVW DJDLQ SURYLGH WKH GHPRQVWUDWLRQ RI WKH
PHWKRGRORJ\ IRU GHWHUPLQLQJ WKH UDWH LQFUHDVH DQG DOVR SURYLGH VXIILFLHQW

LQIRUPDWLRQ IRU UHYLHZ RI WKH UDWH LQFUHDVH� <RX KDYH WR JLYH QHZ GLVFORVXUH
LQIRUPDWLRQ LI \RX¶UH JRLQJ WR KDYH IXWXUH SODQQHG LQFUHDVHV�

7KH QH[W VHFWLRQ UHDOO\ JHWV LQWR ZKDW VRPH RI WKH SHQDOWLHV DUH RI KDYLQJ

XQSODQQHG UDWH LQFUHDVHV� , WKLQN RQH RI WKH ELJJHVW JRDOV RI WKH WDVN IRUFH ZDV WR
DFWXDOO\ LQFHQW FRPSDQLHV WR LQLWLDOO\ SULFH SURGXFWV DGHTXDWHO\� 7KHUH LV RQH ZD\
WKDW WKH\ IHHO WKDW WKHLU FXUUHQW ORVV UDWLR VLWXDWLRQ GLVLQFHQWV FRPSDQLHV� ,I \RX

KDYH D ��� ORVV�UDWLR UHTXLUHPHQW� DQG \RX VHOO WKH SURGXFW IRU WKUHH \HDUV� DQG
WKHQ \RX JHW D ��� UDWH LQFUHDVH� \RX GRQ¶W KDYH WKH LQLWLDO DFTXLVLWLRQ H[SHQVHV RQ

WKDW ��� LQFUHPHQWDO SUHPLXP� 6R LW ZDV IHOW WKDW WKH H[SHQVH PDUJLQV RQ WKDW
LQFUHPHQWDO SUHPLXP VKRXOG EH PXFK ORZHU WKDQ WKH\ DUH RQ \RXU LQLWLDO SUHPLXP�
DQG WKH FXUUHQW V\VWHP GRHVQ¶W UHIOHFW DQ\ GLIIHUHQFH LQ WKDW�

2QH RI WKH JRDOV RI WKLV V\VWHP ZDV WR SXW D GLVLQFHQWLYH WR FRPSDQLHV IRU QRW

DGHTXDWHO\ SULFLQJ WKH SURGXFWV� 7KHUH LV QR ORVV�UDWLR UHTXLUHPHQW RQ WKH LQLWLDO
SUHPLXP IRU SODQQHG LQFUHDVHV� EXW DQ\ SODQQHG LQFUHDVHV KDYH WR UHWXUQ WR WKH
SROLF\KROGHU DW OHDVW ��� RI WKHLU YDOXH LQ EHQHILWV� 8QSODQQHG LQFUHDVHV DUH

FDOFXODWHG VR WKDW WKH DFFXPXODWHG FODLPV SOXV WKH SUHVHQW YDOXH RI IXWXUH FODLPV
DUH QRW OHVV WKDQ ��� RI WKH DFFXPXODWHG LQLWLDO SUHPLXP ZLWK D ����SHU�SROLF\ IHH�

SOXV ��� RI WKH SUHVHQW YDOXH RI IXWXUH LQLWLDO SUHPLXP� DQG WKHQ DGGHG RQWR WKDW
LV ��� RI WKH DFFXPXODWHG YDOXH RI DQ\ SULRU XQSODQQHG LQFUHDVHV DQG ��� RI WKH
SUHVHQW YDOXH RI DQ\ IXWXUH XQSODQQHG LQFUHDVHV� ,I \RX ILOH D SURGXFW ZLWKRXW WKH

LQWHQW RI KDYLQJ DQ\ UDWH LQFUHDVHV� DQG WKHQ \RX KDYH RQH� \RX¶UH JRLQJ WR EH
UHTXLUHG WR PHHW D ��� ORVV UDWLR RQ \RXU LQLWLDO SUHPLXP DQG DQ ��� ORVV UDWLR RQ

DQ\ LQFUHPHQWDO SUHPLXP� (YHU\RQH IHOW WKLV ZDV D SUHWW\ VXEVWDQWLDO SHQDOW\� <RX
PLJKW KDYH RULJLQDOO\ SULFHG WKH SURGXFW WR ZKHUH \RX ZRXOG H[SHFW D ��� ORVV
UDWLR� DQG WKDW GRHVQ¶W PDWWHU DQ\PRUH� 2QFH \RX JR IRU DQ XQSODQQHG LQFUHDVH

WKDW LQLWLDO SUHPLXP KDV WR KLW WKH ��� PDUN�

7KHUH DUH DGGLWLRQDO UHTXLUHPHQWV IRU XQSODQQHG LQFUHDVHV� &DUULHUV PXVW ILOH
OLIHWLPH SURMHFWLRQV RI HDUQHG SUHPLXP DQG LQFXUUHG FODLPV UHIOHFWLQJ WKH UDWH
LQFUHDVH� 7KHVH SURMHFWLRQV KDYH WR EH XSGDWHG DQQXDOO\ IRU DW OHDVW WKH QH[W WKUHH

\HDUV� 7KH FRPPLVVLRQHUV ZLOO EH PRQLWRULQJ WKRVH UHVXOWV� 7KH PDLQ UHDVRQ IRU
WKDW LV WKH\ GLGQ¶W ZDQW FRPSDQLHV WR EH DEOH WR MXVW FODLP WKDW WKH\¶UH JRLQJ WR JHW

WKH ��� RQ WKHLU LQFUHPHQW XVLQJ VRPH NLQG RI KLJK WUHQG WKDW WKH\ GRQ¶W UHDOL]H�
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,I WKH DFWXDO H[SHULHQFH GRHV QRW DGHTXDWHO\ PDWFK WKH SURMHFWHG H[SHULHQFH� DQG

\RXU LQFXUUHG FODLPV DUH QRW JRLQJ WR PHHW WKH WDUJHWV� WKHQ WKH FRPPLVVLRQHU PD\
UHTXLUH EHQHILW PRGLILFDWLRQV� SUHPLXP DGMXVWPHQWV� RU RWKHU PHDVXUHV VR WKDW WKH
FRPSDQ\ GRHV PHHW WKH WDUJHW�

,I \RX KDYH PXOWLSOH XQSODQQHG UDWH LQFUHDVHV RQ D SURGXFW� WKHQ WKH FRPPLVVLRQHU

PD\ UHTXLUH D SODQ IRU LPSURYHG DGPLQLVWUDWLRQ RU FODLP SURFHVVLQJ WKDW¶V GHVLJQHG
WR HOLPLQDWH IXUWKHU GHWHULRUDWLRQ RI WKH EORFN� 7KH FRPPLVVLRQHU PLJKW DOVR IRUFH
WKH FDUULHU WR RIIHU LQVXUHGV WKH RSWLRQ RI UHSODFLQJ H[LVWLQJ FRYHUDJH ZLWK

FRPSDUDEOH FRYHUDJH ZLWKRXW XQGHUZULWLQJ� 7KLV ZRXOG PDLQO\ KDSSHQ LI \RX GLG
KDYH D FORVHG EORFN WKDW KDG VWDUWHG WR GHWHULRUDWH� 1RZ� LI D FRPSDQ\ KDV D

SDWWHUQ RI PLVXVH RI XQSODQQHG UDWH LQFUHDVHV� DQG WKLV ZRXOG PHDQ WKDW LW¶V RQ
PRUH WKDQ RQH SURGXFW� QRW MXVW PXOWLSOH RQHV RQ WKH VDPH SURGXFW� WKHQ WKH\ FDQ
DFWXDOO\ EH EDUUHG IURP WKH PDUNHW IRU D SHULRG RI XS WR ILYH \HDUV�

, KDYH JLYHQ D JHQHUDO RYHUYLHZ RI ZKDW WKH PRGHO KDV� 0LNH� GR \RX ZDQW WR JR

LQWR KRZ ZH WKLQN ZH GLG LQ FRPSDULVRQ WR ZKDW WKH JRDOV ZHUH"

0U� $EURH� 7KLV LV %LOO :HOOHU¶V SUHVHQWDWLRQ� +DV WKH PRGHO GRQH WKH MRE RU QRW�

:H¶G OLNH WKH DXGLHQFH WR JLYH XV FRPPHQWV LQ WHUPV RI ZKHWKHU \RX DJUHH RU

GLVDJUHH ZLWK ZKDW¶V JRLQJ RQ� %LOO¶V DQVZHU WR UHDVRQDEOH SUHPLXPV LQ UHODWLRQ WR
EHQHILWV LV \HV� 7KHUH DUH WKUHH PDLQ UHDVRQV� )LUVW� WKH FRQVXPHU QRZ PDNHV WKH

GHFLVLRQ EDVHG XSRQ D VHW RI EHQHILWV DQG LQLWLDO SUHPLXP VFDOH� DV ORQJ DV WKH
SUHPLXPV GRQ¶W FKDQJH� 6HFRQG� FRPSHWLWLRQ PXVW H[LVW²WKLV JLYHV WKH FRQVXPHU D
FKRLFH DQG FRQWUROV SUHPLXPV RQ WKH KLJK VLGH� 7KLUG� HFRQRPLFV DQG�RU

DGPLQLVWUDWLYH FKDQJHV UHODWLQJ WR UDWH LQFUHDVHV FRQWUROV WKH GHVLUH RI FRPSDQLHV
WR ORZ�EDOO IRU PDUNHW VKDUH� 'RHV DQ\RQH ZDQW WR FRPPHQW RQ WKDW"

)URP WKH )ORRU� 7KHUH LV &RPSDQ\ $ DQG &RPSDQ\ %� 7KLV SURGXFW� ZKLFKZLOO
UHPDLQ QDPHOHVV� KDV ���� DQQXDO PHGLFDO LQIODWLRQ� &RPSDQ\ $� ZLWK D JRRG

DFWXDU\� ZKR ZDQWV WR GR D JRRG MRE� WDNHV LQWR DFFRXQW WKH HQWLUH ���� RI PHGLFDO
LQIODWLRQ DQG SULFHV WKH SURGXFW DVVXPLQJ WKDW KH RU VKH LV JRLQJ WR KDYH ���� RI

PHGLFDO LQIODWLRQ IRUHYHU� +H RU VKH JHWV WKH SUHPLXP� EXW KH RU VKH LV QRW JRLQJ WR
H[SHFW DQ\ IXWXUH UDWH LQFUHDVHV� 7KHQ WKHUH LV WKH ORZ�EDOO DFWXDU\ WKDW SULFHV IRU
WKH VPDOOHVW� 0HGLFDO LQIODWLRQ LV �� RU ���� :KR DUH \RX JRLQJ WR SXQLVK"

<RX¶UH JRLQJ WR SXQLVK WKH JX\ ZKR SULFHG LW ULJKW� QRW WKH JX\ WKDW ORZ�EDOOHG�
7KDW¶V WKH SUREOHP ZLWK WKDW�

0U� 5\QHDUVRQ� ,I \RX KDYH ���� PHGLFDO LQIODWLRQ RQ \RXU HQWLUH FODLP FRVWV�
\RX¶UH SUREDEO\ QRW JRLQJ WR IDOO XQGHU WKLV UHJXODWLRQ EHFDXVH WKLV UHJXODWLRQ ZRXOG

RQO\ DSSO\ WR SURGXFWV WKDW KDYH OHVV WKDQ ��� RI WKHLU EHQHILWV DIIHFWHG E\ WUHQG�
, WKLQN WKDW¶V WKH PDLQ WKLQJ� ,I \RX¶YH JRW WKDW PXFK PHGLFDO LQIODWLRQ� WKHQ LW

VKRXOG QRW IDOO XQGHU WKLV UHJXODWLRQ EHFDXVH WKH UHJXODWLRQ VSHFLILFDOO\ H[FOXGHV
SURGXFWV WKDW KDYH PRUH WKDQ ��� RI WKHLU LQLWLDO FODLP FRVWV EHLQJ DIIHFWHG E\
PHGLFDO WUHQG�

0V� -RQHV� 7KDW ZDV RQH RI WKH LVVXHV WKDW ZH WKRXJKW PLJKW EH GLIIHUHQW IRU

SURGXFWV ZLWK VLJQLILFDQW WUHQG YHUVXV WKRVH ZLWKRXW WUHQG�
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)URP WKH )ORRU� :KDW¶V WKH LQLWLDO FODLPV FRVWV"

)URP WKH )ORRU� ,QLWLDO FODLPV FRVW LV ZKDW" )LUVW�\HDU FODLP FRVWV"

0V� 5\QHDUVRQ� 7KDW¶V VRPHWKLQJ DERXW ZKLFK WKHUH ZDV DFWXDOO\ TXLWH D ELW RI

GLVFXVVLRQ�

)URP WKH )ORRU� <RX FRXOG KDYH D ���PRQWK H[FOXVLRQ IRU FHUWDLQ EHQHILWV DQG SXW

WKLV RQ HLWKHU VLGH RI WKH UHJXODWLRQ�

0V� 5\QHDUVRQ� ,W ZDV UHDOO\ IHOW WKDW WKH LQLWLDO FODLP FRVW ZDV JRLQJ WR EH ZKDW
WKH DFWXDU\¶V EHVW HVWLPDWH ZDV RI WKH PRUH RU OHVV XOWLPDWH FODLP FRVW IRU WKDW
EHQHILW ZLWKRXW XVLQJ IXWXUH WUHQG RQ LW� ,I \RX KDYH D ���PRQWK H[FOXVLRQ� \RX

ZRXOG LJQRUH WKDW H[FOXVLRQ LQ FRPLQJ XS ZLWK WKH SHUFHQWDJHV�

)URP WKH )ORRU� ,I , GHVLJQHG WKH SURGXFW WKDW KDG D PD[LPXP EHQHILW RI �������
OLIHWLPH RU DQQXDOO\� EXW ZDV RWKHUZLVH IHH�IRU�VHUYLFH� WKDW ZRXOGQ¶W IDOO XQGHU WKLV

UHJXODWLRQ� $ PHGLFDO UHLPEXUVHPHQW SODQ WKDW KDG D PD[LPXP EHQHILW RI ������
EXW ZDV RWKHUZLVH D IHH�IRU�VHUYLFH UHLPEXUVHPHQW DQG LV REYLRXVO\ ���� IRU D
UHDVRQDEOH WLPH SHULRG LQWR WKH IXWXUH� LV JRLQJ WR EH VXEMHFW WR LQIODWLRQ�

0U� 5\QHDUVRQ� , GRQ¶W WKLQN WKH LQWHQW RI WKDW LV WR IDOO XQGHU WKLV� 7KH UHDO

WKLQJV WKDW WKLV VKRXOG FRYHU GR QRW LQFOXGH ORQJ�WHUP FDUH RU GLVDELOLW\� ,W
VKRXOGQ¶W LQFOXGH DQ\ W\SH RI PDMRU PHGLFDO RU PHGLFDO VXSSOHPHQW� 7KH UHDO LQWHQW
RI WKLV LV PDLQO\ IRU VXSSOHPHQWDO W\SH SURGXFWV OLNH VSHFLILHG GLVHDVH� KRVSLWDO

LQGHPQLW\� DQG SURGXFWV OLNH WKDW� 7KHUH DUH DOVR VRPH SURGXFWV WKDW IDOO XQGHU RQH
RI WKRVH FDWHJRULHV WKDW PLJKW QRW IDOO XQGHU WKLV UHJXODWLRQ VXFK DV FDQFHU

FRYHUDJH WKDW KDV XQOLPLWHG UDGLDWLRQ�FKHPRWKHUDS\� :H GLG QRW EHOLHYH LW ZRXOG
IDOO XQGHU WKLV EHFDXVH WKHQ \RX¶YH JRW D VLJQLILFDQW SRUWLRQ RI PHGLFDO WUHQG
DSSO\LQJ WR WKDW SURGXFW� , GRQ¶W EHOLHYH \RXU H[DPSOH ZRXOG IDOO XQGHU WKLV HLWKHU�

,W¶G EH VRPHWKLQJ \RX¶G KDYH WR FDOFXODWH

)URP WKH )ORRU� 'R \RX WKLQN WKDW D ������ DQQXDO EHQHILW SURGXFW ZRXOG IDOO
XQGHU D PDMRU�PHGLFDO FODVVLILFDWLRQ"

0V� 5\QHDUVRQ� 7KDW DFWXDOO\ ZDV RQH RI WKH UHDO SUREOHPV LQ GRLQJ WKLV DQG LQ
FDUYLQJ RXW WKLV VSHFLILF VHFWLRQ� :H GRQ¶W NQRZ \HW ZKDW¶V JRLQJ WR KDSSHQ ZLWK

WKH PDMRU PHGLFDO RU ZKDW RWKHU FDWHJRULHV WKHUH DUH JRLQJ WR EH� 7KDW ZDV D
SUREOHP ZKHQ WKLV ZDV EHLQJ GHVLJQHG� <RX UHDOO\ FRXOGQ¶W DQVZHU ZKHUH HDFK
WKLQJ VKRXOG EH EHFDXVH \RX GLGQ¶W NQRZ ZKDW WKH LPSOLFDWLRQV RI WKDW ZHUH� 'R

\RX WKLQN ZH QHHG WR KDYH TXHVWLRQV RQ WKH UHJXODWLRQ EHIRUH ZH JHW LQWR WKLV" ,I
DQ\RQH KDV TXHVWLRQV RQ WKH UHJXODWLRQ DQG KRZ LW¶V LQWHQGHG WR ZRUN� ZH PLJKW

QHHG WR EULQJ WKRVH RXW EHIRUH ZH JHW LQWR WKH ³GLG ZH PDNH LW RU QRW"´�

0U� $EURH� )RU H[DPSOH� , WKLQN WKHUH FRXOG EH D OLPLWHG EHQHILW PHGLFDO H[SHQVH

SODQ WKDW KDV OLPLWV RQ GDLO\ URRP DQG ERDUG� SHUKDSV ����±��� D GD\� ZLWK PD\EH
VRPH OLPLWHG DQFLOODU\ EHQHILW� 7KH DFWXDU\ WKHUH� IRU H[DPSOH� ZRXOG QHHG WR JR

WKURXJK DQG RSLQH DV WR ZKHWKHU WKDW OLPLWHG DQFLOODU\ EHQHILW PDNHV XS PRUH WKDQ
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��� RI WKH XQGHUO\LQJ FODLP FRVWV� ,I VR� LW ZRXOGQ¶W IDOO� ,I LW¶V OHVV WKDQ ����

WKHQ LW ZRXOG IDOO�

0V� 5\QHDUVRQ� 3DUW RI WKH SUREOHP LV , GR EHOLHYH WKHUH¶V JRLQJ WR EH VRPH

MXGJPHQW RI WKH DFWXDU\� , WKLQN WKHUH DUH JRLQJ WR EH SODQV ZKHUH WKH DFWXDU\
FRXOG MXVWLI\ LW IDOOLQJ XQGHU WKLV UHJXODWLRQ RU QRW� 5LJKW QRZ LW¶V QRW FOHDU ZKLFK

ZD\ WKH\¶G ZDQW WR JR� 7KHUH LV VWLOO WKDW JUD\ DUHD� :LWK DQ\ UHJXODWLRQ WKHUH DUH
ORRSKROHV DQG SUREOHPV� DQG , WKLQN WKDW LV RQH WKDW H[LVWV LQ WKLV UHJXODWLRQ� 7KHUH
ZLOO EH SURGXFWV IRU ZKLFK WKH DFWXDU\ZLOO GHFLGH ZKLFK UHJXODWLRQV WKH\ IDOO XQGHU�

DQG LW ZLOO EH LQ WKHLU EHVW LQWHUHVW WR IDOO XQGHU RQH YHUVXV WKH RWKHU�

)URP WKH )ORRU� :KDW KDSSHQV LI� DV DQ H[DPSOH� \RX ILOH WKDW IRU DQ H[SHFWHG
��� UDWH LQFUHDVH� DQG 0HGLFDUH VWRSV XQGHUFKDUJLQJ DQG WKHLU FRVW�VKLIWLQJ
FKDQJHV RU ZKDWHYHU� DQG PHGLFDO LQIODWLRQ RU LQIODWLRQ RQ WKHVH ��� RI EHQHILWV LV

OHVV WKDQ WKDW DQG WKH\ GRQ¶W QHHG WKH ��� UDWH LQFUHDVH WZR \HDUV RXW" 'R WKH\
JHW FUHGLW IRU QRW KDYLQJ WDNHQ WKDW ���" 1RZ WKH\¶UH EDFN WR VTXDUH RQH�

0V� -RQHV� , WKLQN DJDLQ ZH ZHUH WU\LQJ WR DYRLG WKH LVVXHV DVVRFLDWHG ZLWK WUHQG

LQ WKLV PRGHO�

0V� 5\QHDUVRQ� ,I WKH FRPSDQ\ VDLG WKDW ZH SODQ WR KDYH D ��� LQFUHDVH LQ WKH

QH[W ILYH \HDUV DQG WKHQ DQRWKHU ��� LQ WKH QH[W ILYH \HDUV� DQG LI \RX JR WKH ILUVW
ILYH \HDUV DQG KDYH QR LQFUHDVH� , GRQ¶W EHOLHYH \RX FDQ JR EDFN DQG QRZ JHW PRUH

WKDQ ��� LQ WKH QH[W ILYH \HDUV� ,W LV ZLWKLQ WKRVH ZLQGRZV� ,W¶V QRW WKH NLQG RI
WKLQJ ZKHUH \RX FDQ GR D ��� LQFUHDVH HYHU\ ILYH \HDUV DQG QRW GR RQH IRU ��
\HDUV DQG WKHQ WDNH WKH ZKROH WKLQJ� 7KH\ UHDOO\ KDYH WR IDOO ZLWKLQ WKRVH

SDUDPHWHUV� 7KH PDLQ UHDVRQ IRU WKDW LV QRW WR GHOD\ UDWH LQFUHDVHV� 7KH\ GLG QRW
ZDQW FRPSDQLHV WHOOLQJ D SROLF\KROGHU WKH\ ZHUH JRLQJ WR GR RQH WKLQJ DQG WKHQ

DFFXPXODWLQJ WKDW DQG KLWWLQJ WKHP ZLWK LW DOO DW RQFH�

0V� -RQHV� 3HRSOH PD\ QRW EX\ LW� ,I \RX ORRN DW WKH H[DPSOH RI WKH WZR SURGXFWV�

RQH ZKHUH WKH DFWXDU\ KDV EHHQ UHVSRQVLEOH DQG SULFHG WKH �� WUHQG� DQG WKHQ WKH
RWKHU KDV QRW� WKH RWKHU FRPSDQ\ KDV WR GLVFORVH D ��� LQFUHDVH HYHU\ \HDU� 7KLV

FRPSDQ\¶V JRLQJ WR VD\� ³,¶P QRW SODQQLQJ WR LQFUHDVH \RXU UDWHV DWDOO� <RXU LQLWLDO
SUHPLXP PD\ EH D OLWWOH ELW KLJKHU� EXW ,¶P QRW SODQQLQJ WR LQFUHDVH \RXU UDWH�´

0V� 5\QHDUVRQ� 7R PH� WKHUH DUH VRPH SUREOHPV ZLWK WKH UHJXODWLRQ� 7KH
ELJJHVW RQH LV WKDW HYHQ WKRXJK WKHUH LV QR LQLWLDO ORVV�UDWLR UHTXLUHPHQW� \RX¶UH

JRLQJ WR KDYH WR SULFH \RXU SURGXFWV ZLWK WKDW ��� UHTXLUHPHQW LQ PLQG� ,I , SULFH
LW WR D ��� ORVV UDWLR� DQG ,¶P ZURQJ� WKHQ ,¶P QHYHU JRLQJ WR EH DEOH WR PDNH D
SURILW RQ WKDW SURGXFW EHFDXVH , QRZ KDYH WR MXPS WR D ��� UHTXLUHPHQW RQ WKH

LQLWLDO DQG DQ ��� UHTXLUHPHQW RQ WKH LQFUHPHQW� ,W ZDV UHDOO\ IHOW WKDW
FRPSHWLWLRQ LV JRLQJ WR KHOS NHHS WKH UDWHV GRZQ� EXW FRPSDQLHV DUH VWLOO JRLQJ WR

KDYH WR ORRN DW ORVV UDWLRV LQ WKHLU LQLWLDO ILOLQJ� ,I \RX DUH ZURQJ� DQG \RX JR LQWR
WKH XQSODQQHG UDWH�LQFUHDVH VFHQDULR� LW GRHVQ¶W PHDQ WKDW \RX¶UH QRW JRLQJ WR
PDNH PRQH\ RQ \RXU SURGXFW� , GR VWLOO WKLQN WKDW WKH FRPSDQ\ FDQ PDNH VRPH

SURILW RQ WKH SURGXFW� 7KH UHDO JRDO RI WKH UHJXODWRUV ZDV WR GLVLQFHQW WKH
FRPSDQLHV IURP LQWHQWLRQDOO\ XQGHUSULFLQJ SURGXFWV� DQG WKDW¶V ZKDW PDQ\ RI WKH
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UHJXODWRUV RQ WKH SDQHO IHHO LV KDSSHQLQJ ZLWK MXVW D FHUWDLQ IHZ SURGXFWV RU

FRPSDQLHV�

0U� $EURH� , ZRXOGQ¶W EH VXUSULVHG LI WKHUH DUHQ¶W VRPH FKDQJHV LQ FRPSHQVDWLRQ

VWUXFWXUHV ZLWK FRPSDQLHV WR UHFRJQL]H QRQFRPPLVVLRQDO DVSHFWV RI XQSODQQHG UDWH
LQFUHDVHV YHUVXV SODQQHG UDWH LQFUHDVHV� 7KDW¶V WKH ZD\ LQ ZKLFK FRPSDQLHV FRXOG

LPPXQL]H WKHPVHOYHV� , WKLQN WKHUH DUH VWLOO D ORW RI WKLQJV WKDW FRPSDQLHV FDQ GR
ZLWKLQ WKH IUDPHZRUN RI WKH UHJXODWLRQ�

0V� -RQHV� /HVV WKDQ ��� RI WKH FODLP FRVW VKRXOG YDU\ ZLWK LQIODWLRQ� ,W
VKRXOGQ¶W EH DV GLIILFXOW WR SUHGLFW LQ WKDW LQVWDQFH�

0U� %ULDQ '� +ROODQG� , MXVW ZDQW WR EH VXUH , XQGHUVWRRG D VWDWHPHQW WKDW , WKLQN
ZDV PDGH� , WKLQN VRPHRQH VDLG WKDW UDGLDWLRQ DQG FKHPRWKHUDS\ WUHDWPHQWV FRXOG

EH FRQVLGHUHG WKH NLQG RI FODLPV WKDW DUH WLHG WR WKH FRVW RI WKH DFWXDO WUHDWPHQW�
,V WKDW ZKDW ZDV VDLG" , ZDV WKLQNLQJ RI VRPHWKLQJ OLNH ���� SHU WUHDWPHQW QRW

EHLQJ FRXQWHG WRZDUGV WKDW ����

0V� 5\QHDUVRQ� ,Q JHQHUDO� WKHUH DUH WKUHH W\SHV RI SODQV IRU UDGLDWLRQ DQG
FKHPRWKHUDS\ LQ FDQFHU LQVXUDQFH� 2QH PLJKW KDYH D FDS SHU GD\� DQG WKDW¶V JRLQJ
WR EH WKH VLPSOHVW RQH WR SULFH� ,W¶V JRLQJ WR KDYH WKH OHDVW DPRXQW RI WUHQG LQ LW�

7KHUH¶V DQRWKHU RQH WKDW KDV DQ DQQXDO FDS� 7KH DQQXDO FDS PLJKW EH ��������
$QG WKHQ WKHUH DUH DOVR VRPH WKDW SD\ DFWXDO FKDUJHV IRU UDGLDWLRQ DQG

FKHPRWKHUDS\� 2I WKRVH WKUHH EHQHILWV� , WKLQN , FRXOG VD\ WKDW WKH LQGHPQLW\ W\SH
WKDW SD\ XS WR D FDSSHG DPRXQW SHU GD\ � � �

)URP WKH )ORRU� 3D\V WKH FRVW XS WR D FDSSHG DPRXQW"

0V� 5\QHDUVRQ� <HV� LW SD\V WKH FRVW XS WR D FDSSHG DPRXQW SHU GD\� 7KH\ DUH
SUREDEO\ QRW JRLQJ WR KDYH ��� RI WKHLU FODLP FRVWV DVVRFLDWHG E\ WUHQG� 7KH RQH
ZLWK ������� D \HDU LV SUREDEO\ JRLQJ WR EH ERUGHUOLQH� ,W¶V JRLQJ WR GHSHQG RQ

VHYHUDO WKLQJV WKH DFWXDU\ GRHV� 2EYLRXVO\� WKH XQOLPLWHG RQH ZRXOG KDYH ��� RI
WKH FRVW EHFDXVH WKDW HQWLUH FODLP FRVW LV JRLQJ WR EH DIIHFWHG E\ WUHQG� DQG WKDW

ZDV WKH LQWHQW RI LW� 2Q WKH RQH ZKHUH \RX¶UH FDSSLQJ LW DW D SHU�GD\ DPRXQW� WKDW
HQWLUH FODLP FRVW LV QRW JRLQJ WR EH DIIHFWHG E\ WUHQG EHFDXVH D JRRG SRUWLRQ RI WKH
UDGLDWLRQ�FKHPRWKHUDS\ EHQHILWV \RX¶UH FXUUHQWO\ SD\LQJ KDYH DOUHDG\ PHW WKH FDS�

DQG VR WKH\ FDQQRW LQIODWH DQ\PRUH�

0V� 5\QHDUVRQ� ,W UHDOO\ WXUQV LQWR D ELJ WUHH� DQG WKDW¶V ZKDW WKH DFWXDULHV DUH
JRLQJ WR KDYH WR ORRN DW LQ GHWHUPLQLQJ ZKHWKHU LW ZRXOG DSSO\ RU QRW� $V DQRWKHU
QRWH� QR RQH NQRZV ULJKW QRZ ZKHWKHU VWDWHV DUH JRLQJ WR DGRSW WKLV� 7KHUH KDVQ¶W

EHHQ DQ\ UHDO VWURQJ IHHOLQJ IURP DQ\RQH DV WR ZKLFK ZD\ LW¶V JRLQJ WR JR� ,W MXVW
FDPH RXW DW WKH $SULO ���� PHHWLQJ� 7KHUH UHDOO\ LVQ¶W DQ\ ZRUG RQ WKDW \HW�

0U� $EURH� $QG WKDW FRXOG JR ERWK ZD\V� ,W GHSHQGV RQ LQGXVWU\ SUHVVXUH� ,W
GHSHQGV RQ WKH UHJXODWRU\ HQYLURQPHQW LQ WKDW VWDWH�

0U� +ROODQG� 0V� -RQHV ZDV GLIIHUHQWLDWLQJ EHWZHHQ GLIIHUHQW FODVVHV RI LQVXUDQFH�

WDONLQJ DERXW PDMRU PHGLFDO W\SH RI LQVXUDQFH WKDW \RX PXVW KDYH� DQG WKH RWKHU
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VWXII LV MXVW IRU SHDFH RI PLQG� 7KLV LV DQ ROG� ROG GHEDWH� :KHQ , WRRN WKH KHDOWK

SROLF\ FRXUVH D IHZ \HDUV DJR� , OHDUQHG WKDW VRPHWKLQJ OLNH ������ RI WKH SHRSOH
LQ WKLV FRXQWU\ ZHUH XQLQVXUHG� DQG WKHUH DUH SOHQW\ RI SHRSOH ZKR PDQDJH WR
VXUYLYH ZLWKRXW KDYLQJ WKH PDMRU PHGLFDO LQVXUDQFH� ,I \RX KDYH HQRXJK ZHDOWK VHW

DVLGH� WKHQ FHUWDLQO\ \RX FDQ� ,W¶V D PDWWHU RI \RXU GHJUHH RI ULVN DYHUVLRQ� DQG
WKHUH¶V QR PDJLF FXW�RII SRLQW IRU WKDW GHJUHH� 7KDW¶V D ZKROH FODVV RI LQVXUDQFH

SURGXFWV YHUVXV DQRWKHU RQH LQ P\ RSLQLRQ�

0U� *DUU\ 5HHG� ,Q \RXU WKUHH H[DPSOHV IRU \RXU UDGLDWLRQ�FKHPRWKHUDS\

EHQHILWV� , WKLQN \RX¶UH SUREDEO\ ULJKW RQ ZKHUH WKH\ ZRXOG IDOO WRGD\� EXW �� \HDUV
DJR WKH\ ZRXOG KDYH DOO IDOOHQ XQGHU WKLV� DQG WKH SHRSOH ZKR VROG WKH XQOLPLWHG

UDGLDWLRQ�FKHPRWKHUDS\ ZRXOG EH LQ ELJ WURXEOH ZLWK WKLV� ,W VHHPV WR PH WKLV
UHJXODWLRQ VRUW RI GLVLQFOLQHV FRPSDQLHV IURP VHOOLQJ DQ\ EHQHILWV WKDW DUH SRVVLEO\
VXEMHFW WR DQ\ NLQG RI LQIODWLRQ WKDW FRXOG VRPHKRZ JHW RXW RI KDQG EHFDXVH RI

LQFUHDVHG WHFKQRORJ\ RU IRU ZKDWHYHU UHDVRQ�

0V� 5\QHDUVRQ� <HV� EXW , DFWXDOO\ WKLQN LW ZDV YHU\ PXFK LQWHQWLRQDO WKDW WKH
FRPSDQLHV ZKR VROG WKH XQOLPLWHG UDGLDWLRQ�FKHPRWKHUDS\ ZRXOG IDOO XQGHU WKLV DQG

WKDW WKH\ ZRXOG KDYH D YHU\ VWURQJ SHQDOW\ EHFDXVH WKH IHHOLQJ IURP UHJXODWRUV ZDV
WKDW FRQVXPHUV GLG QRW NQRZ ZKDW WKH\ ZHUH SXUFKDVLQJ DQG GLGQ¶W NQRZ ZKDW ULVN
ZDV DVVRFLDWHG ZLWK LW� 7KH\ WKRXJKW WKH\ ZHUH EX\LQJ D YHU\ OLPLWHG KHDOWK

LQVXUDQFH SROLF\� DQG LW WXUQHG RXW D ELJ SRUWLRQ RI LW ZDV DIIHFWHG E\ PHGLFDO
LQIODWLRQ� , WKLQN WKDW ZDV D YHU\ ELJ GULYLQJ IRUFH EHKLQG WKLV UHJXODWLRQ�

0U� 5HHG� <RX¶UH VD\LQJ \RX WKLQN WKH UHJXODWRUV WKRXJKW WKDW ZKHQ WKH LQVXUHUV
ZHUH GHYHORSLQJ WKHVH SURGXFWV WHQ \HDUV DJR� WKH\ NQHZ WKDW WKH WUHQG RQ WKLV

ZRXOG EH ��� EHFDXVH RI DGYDQFHV LQ WHFKQRORJ\�

0V� 5\QHDUVRQ� , WKLQN WKH\ WKRXJKW WKDW FRPSDQLHV VKRXOG KDYH EHHQ D OLWWOH
PRUH FDUHIXO HLWKHU LQ GHVLJQ RU LQ SULFLQJ� ,W LV PRUH WKDQ OLNHO\ LW ZDV GHVLJQ DQG
QRW SULFLQJ�

0U� 0LFKDHO $� 6KXPDWH� <RX NHHS WDONLQJ DERXW PHGLFDO WUHQG� EXW OHW¶V ORRN DW

RXU ����D�GD\ FDQFHU EHQHILW DV DQ H[DPSOH� /HW¶V VD\ WKDW WKHUH¶V D FKDQJH LQ
PHGLFDO XVDJH� ZKLFK WKHUH NLQG RI LV� ,W XVHG WR EH \RX KDG FKHPRWKHUDS\� 2QFH
D PRQWK WKH SDWLHQW ZRXOG JHW D ELJ EODVW� DQG LW WRRN �� GD\V WR JHW RYHU LW� 7KHQ�

WKH SDWLHQW ZHQW EDFN� 1RZ SHRSOH JHW WKHVH VPDOO GRVHV HYHU\ GD\ IRU WKUHH
ZHHNV� DQG WDNH WKUHH ZHHNV RII� 7KHUH LV D ELJ GLIIHUHQFH� ,W¶V QRW PHGLFDO

LQIODWLRQ� 'RHV LW FRXQW"

0V� 5\QHDUVRQ� 7KHUH LV VRPHWKLQJ LQ WKH UHJXODWLRQ WKDW DOORZV WKH

FRPPLVVLRQHU WR JUDQW D VSHFLDO XQSODQQHG UDWH LQFUHDVH ZLWK UHDOO\ QR SHQDOW\ GXH
WR HLWKHU FKDQJHV LQ ODZV RU UHJXODWLRQV RU LQFUHDVHG RU XQH[SHFWHG XWLOL]DWLRQ WKDW

WKH LQVXUHU FRXOG QRW KDYH IRUHVHHQ� 0DQ\ FRPSDQLHV ZRXOG KDYH EHHQ DIIHFWHG E\
WKLV� (YHQ WKH XQOLPLWHG UDGLDWLRQ�FKHPRWKHUDS\ PLJKW KDYH IDOOHQ XQGHU WKLV WR D
SRLQW� ,W¶V VRPHWKLQJ ZKHUH WKH FRPPLVVLRQHUV PLJKW PDNH VRPH VSHFLDO UXOH IRU

LW� EXW WKHUH LV VRPH URRP IRU WKDW� 7KH RWKHU WKLQJ LV ZH WDONHG DERXW SODQQHG
YHUVXV XQSODQQHG� DQG WKH EDG FRPSDQ\ KDV WKH XQSODQQHG UDWH LQFUHDVH� , GRQ¶W

WKLQN WKDW¶V ZKDW DQ\RQH LQWHQGHG ZLWK WKLV� , GRQ¶W WKLQN WKHUH ZRXOG EH DQ\
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FRPSDQ\ RXW WKHUH WKDW ZLOO QHYHU KDYH DQ XQSODQQHG UDWH LQFUHDVH� ,W¶V QRW

LQWHQGHG WR ODEHO \RX DV D EDG FRPSDQ\ LQ DQ\ ZD\� 7KH ELJJHVW LQWHQWLRQ RI LW ZDV
WR UHIOHFW WKH IDFW WKDW \RX KDYH D UHGXFHG H[SHQVH PDUJLQ RQ \RXU LQFUHPHQWDO
SUHPLXP� DQG WKDW¶V UHDOO\ ZKHUH WKH ��� FDPH LQ� 7KDW UHDOO\ LV WKH ELJJHVW SLHFH

RI WKDW� 7KH ILUVW IHZ WLPHV \RX KDYH DQ XQSODQQHG UDWH LQFUHDVH� LW LV QRW VXFK D
SHQDOW\� ,W¶V QRW VXSSRVHG WR EH ODEHOLQJ \RX DV D EDG FRPSDQ\ LQ DQ\ ZD\� 7KDW

ZRXOG KDSSHQ RQO\ LI \RX KDYH PXOWLSOH LQVWDQFHV RI LW� DQG \RX¶YH VKRZQ D UHDO
SUDFWLFH RI QRW WDNLQJ DGHTXDWH FDUH RQ \RXU UDWHV�

0U� $EURH� /HW¶V PRYH RQ WR UDWH VWDELOLW\� 7KH SRWHQWLDO LV WKHUH IRU UDWH VWDELOLW\ LI
WKH FRPSDQLHV XQGHUVWDQG WKLV SDUWLFXODU PRGHO DQG WKH FKDQJHV WKDW WKLV PRGHO

ZLOO EULQJ� 3RLQW � LV WKHUH¶V QR YDOXH LQ WKH H[SHQVH DQG ULVN PDUJLQV RI WKH
SUHPLXP GROODUV WKDW DUH QRW LQ WKH LQLWLDO VFKHGXOH� , WKLQN KH LV UHIHUULQJ WR WKH
��� UXOH WKDW VWDWHV WKDW \RXU IL[HG H[SHQVHV DQG VR RQ ZRQ¶W LQFUHDVH QHFHVVDULO\

DV \RXU FODLPV LQFUHDVH� (LJKW\�ILYH SHUFHQW RI WKH LQFUHDVH VKRXOG EH QHFHVVDU\ WR
EH DEOH WR PHHW \RXU DGGLWLRQDO FODLPV ULVN� $QRWKHU SRLQW LV WKDW WKHUH¶V WKH

LQFUHDVHG SRWHQWLDO WR SRRO IDYRUDEOH H[SHULHQFH DQG WR PDLQWDLQ IURP RQH SROLF\
IRUP ZLWK DOO WKH ORVV UDWLRV IRU XVH ZKHQ DQRWKHU SROLF\ IRUP KDV SRRU H[SHULHQFH�

7KDW¶V RQH WKDW¶V QRW DOORZHG LQ FXUUHQW ORVV UDWLRV UHTXLUHPHQWV� 7KDW VRUW RI RSHQV
XS WKH DELOLW\ DJDLQ WR SRRO D OLQH RI EXVLQHVV PRUH WKDQ MXVW ORRN DW VSHFLILF IRUPV�

3RLQW � LV GLVFORVXUH� 'HILQHG GLVFORVXUH LV EHWWHU IRU FRPSDQLHV WKDQ WKH QHHG WR
GLVFORVH� 'HILQHG GLVFORVXUH LV IDLU WR DOO FRPSDQLHV DQG LPSURYHG GLVFORVXUH LV YLWDO

ZKHQ WKHUH LV QR UHJXODWLRQ RI LQLWLDO SUHPLXP VFDOHV� $JDLQ� WKLV EULQJV DOO
FRPSDQLHV WR WKH SRVLWLRQ RI KDYLQJ WR GLVFORVH LQ DGYDQFH ZKDW WKHLU DQWLFLSDWHG
SODQQHG LQFUHDVHV DUH RYHU WKH QH[W �� \HDUV�

7KH UHJXODWLRQ VKRXOG ORRN DW KRZ WKH PDUNHWLQJ� VHUYLFLQJ� DQG UHJXODWLRQ RI

LQVXUDQFH VKRXOG ZRUN UDWKHU WKDQ KRZ D SDUWLFXODU DVSHFW RI WKH PRGHO QHHGV WR EH
UHYLVHG WR GHDO ZLWK D SDUWLFXODU SUREOHP� , WKLQN , QHHG D OLWWOH KHOS LQ
XQGHUVWDQGLQJ ZKDW KH PHDQV E\ WKDW�

0V� 5\QHDUVRQ� , WKLQN WKH PDLQ WKLQJ RQ WKDW LV WKDW LW UHDOO\ LV D WRWDOO\ QHZ

DSSURDFK� ,W ZDV D SUHWW\ ELJ GHDO WR VFUDSLQLWLDO ORVV UDWLRV� %LOO HVSHFLDOO\ IHOW WKDW
WKH UHJXODWRUV GLG ORRN DW WKH ELJ SLFWXUH LQ GRLQJ WKLV� DQG WKH\ UHDOO\ JDYH XS
VRPHWKLQJ RQ LQLWLDO UDWHV WR JDLQ ZKDW WKH\ IHOW ZDV WKH JUHDWHU JRRG E\

HQFRXUDJLQJ UDWH DGHTXDF\ DQG UDWH VWDELOLW\�

0U� $EURH� :KDW GRHV HYHU\ERG\ IHHO" ,¶G NLQG RI OLNH WR NQRZ� 'R \RX ZDQW WR
GLVFORVH DQG WKHQ QRW KDYH WR ILOH IRU UDWH LQFUHDVHV RU GR \RX GR ZKDW \RX¶UH GRLQJ
QRZ"

)URP WKH )ORRU� ,Q WHUPV RI GLVFORVXUH , KDYH DEVROXWHO\ QR SUREOHP GLVFORVLQJ

WKLV ZLWK WKH VWDWH EHFDXVH PRVW VWDWHV ZLOO KDYH VRPHERG\ ZKR¶V JRLQJ WR
XQGHUVWDQG WKH LPSOLFDWLRQV RI WKDW GLVFORVXUH� 7KH UHDO SUREOHP , KDYH ZLWK WKLV
HQWLUH SURFHVV LV WKH GLVFORVXUH WR WKH FOLHQW� 7KH TXHVWLRQ LV� KRZ LV WKH FOLHQW

VXSSRVHG WR XVH WKDW LQIRUPDWLRQ" :KDW GRHV LW WHOO WKH FOLHQW� RWKHU WKDQ WKH IDFW
WKDW WKHVH DUH UHDOO\ FKHDS SUHPLXPV� EXW WKHUH PLJKW EH VRPH UDWH LQFUHDVHV LQ

WKH IXWXUH� +H RU VKH PLJKW DVN� FDQ , EX\ WKLV PRUH H[SHQVLYH SURGXFW QRZ DQG
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PD\EH QRW KDYH UDWH LQFUHDVHV LQ WKH IXWXUH" +RZ LV WKDW JRLQJ WR DIIHFW WKH VDOHV

SURFHVV" 4XLWH IUDQNO\� , NQRZ VRPH UHDOO\ JRRG VDOHVSHRSOH� DQG , GRXEW LWZLOO
DIIHFW WKHP YHU\ PXFK� ,W¶V OLNH VRPH RI WKH RWKHU GLVFORVXUHV WKDW ZH¶YH JLYHQ
SROLF\KROGHUV MXVW WR HQJHQGHU TXHVWLRQ DIWHU TXHVWLRQ DIWHU TXHVWLRQ� 7KH\ GRQ¶W

XQGHUVWDQG ZKDW LW PHDQV WR WKHP� 7HOO WKH UHJXODWRUV� 7HOO WKH SROLF\KROGHU LQ
JHQHUDO WHUPV� EXW VKRXOG ZH JLYH WKHP WKH GHWDLOV" :KDW GRHV LW GR IRU WKHP"

0V� 5\QHDUVRQ� <RX¶YH UHDOO\ KLW RQ RQH RI WKH UHDVRQV ZK\ FRPSDQLHV GRQ¶W
DQWLFLSDWH XVLQJ WKH SODQQHG LQFUHDVHV� <RX DOVR QHHG WR UHPHPEHU WKLV LV D

FRPSURPLVH� $W RQH SRLQW WKH\ GLG KDYH D PD[LPXP SUHPLXP UDWH LQ WKHUH� DQG�
DV \RX FDQ LPDJLQH� LQGXVWU\ ZDV QRW DW DOO SOHDVHG ZLWK WKDW LGHD� ,W UHDOO\ ZDV D

FRPSURPLVH WR FRPH XS ZLWK WKDW� EXW� DV , VDLG� PRVW FRPSDQLHV ,¶YH WDONHG WR GR
QRW DQWLFLSDWH RU VDLG WKDW WKH\ ZRXOG QRW SODQ RQ XVLQJ SODQQHG LQFUHDVHV�

:KDW \RX QHHG WR ORRN DW LV KRZ LW UHJXODWHV XQSODQQHG LQFUHDVHV RQ SURGXFWV
ZKHUH WKHUH ZHUH QRQH GLVFORVHG� 7KDW UHDOO\ LV WKH IRFXV RI WKLV UHJXODWLRQ� ZKDW

KDSSHQV ZKHQ DQ LQVXUHG EX\V D JXDUDQWHHG UHQHZDEOH SURGXFW IRU ZKLFK KH RU VKH
PLJKW UHDVRQDEO\ H[SHFW QRW WR KDYH LQFUHDVHV DQG LQFUHDVHV KDSSHQ" , WKLQN WKH

NH\ RQ WKDW ZDV WKH UHJXODWRUV ZDQWHG WR NHHS FRPSDQLHV IURP EHLQJ RYHUO\
DJJUHVVLYH LQ WKHLU SULFLQJ� DQG WKH\ GLG ZDQW WR SXW WKH UDWH LQFUHDVHV RQ D PRUH
DSSURSULDWH OHYHO ZLWK WKH H[SHQVH PDUJLQ DVVRFLDWHG ZLWK LW� 7KDW ZDV� , WKLQN�

RQH RI WKH WZR PDLQ JRDOV� $QG ZKHWKHU LW GLG RU QRW UHPDLQV WR EH VHHQ�

0V� -RQHV� :H DOO KDG D KDUG WLPH� :H ZHUH DOO YHU\ IRFXVHG RQ ORVV UDWLRV� DQG
ZH VWUXJJOHG ZLWK WKLV� <RX DUH VWUXJJOLQJ ZLWK WKLV LQ WHUPV RI WU\LQJ WR WKLQN RI D
QHZ FRQFHSW� ,I ORVV UDWLRV GRQ¶W ZRUN� WKH\¶UH EURNHQ� :KDW GRHV ZRUN" +RZ FDQ

ZH HQFRXUDJH FRPSDQLHV WR DSSURSULDWHO\ SULFH SURGXFWV" 7KDW¶V ZKDW ZH ZHUH DOO
DIWHU� 'LVFORVXUH ZDV D ELJ DVSHFW RI WKH ZKROH SLFWXUH� 7KH ELJJHVW FRPSODLQW ZH

JHW DW WKH LQVXUDQFH GHSDUWPHQW LV LI , KDG NQRZQ , ERXJKW WKLV UHDOO\ FKHDS SURGXFW
WKDW ZDV JRLQJ WR JHW D ��� UDWH LQFUHDVHV HYHU\ \HDU� , ZRXOG QHYHU KDYH ERXJKW
LW� ,W¶V WKH XQH[SHFWHG WKDW FDXVHV WKH FDOO WR WKH LQVXUDQFH GHSDUWPHQW� EXW LI WKDW

KDV EHHQ GLVFORVHG WR WKH SROLF\KROGHU� DQG WKH\ JHW WKHLU ��� UDWH LQFUHDVH� WKHQ
WKH\ KDYH QR UHDVRQ WR FRPSODLQ�

)URP WKH )ORRU� 7KH SUREOHP LV� WKRXJK� WKDW WKDW GRFXPHQW WKDW GLVFORVHV WKDW
��� UDWH LQFUHDVH WKDW WKH\ JRW WZR \HDUV DJR LV ZUDSSHG XS LQ D SODVWLF FRQWDLQHU

VWXIIHG LQ WKHLU VDIH VRPHZKHUH�

0V� 5\QHDUVRQ� ,W DOVR UDLVHV WKH ELJJHU TXHVWLRQ RI ZKLFK LV EHWWHU IRU WKH
FRQVXPHU" ,V LW EHWWHU WR SULFH D SODQ ��� KLJKHU WRGD\ RU WR SULFH LW DW ���� DQG
WKHQ PD\EH ILYH \HDUV GRZQ WKH URDG KDYH D ���� ���� RU ��� UDWH LQFUHDVH"

7KDW¶V DQRWKHU TXHVWLRQ� :KLFK LV EHWWHU IRU WKH FRQVXPHU" $QG , IHHO WKH
UHJXODWRUV¶ SRLQW RI YLHZ ZDV WKDW WKH\ ZRXOG SUHIHU WKDW WKH UDWHV EH DV VWDEOH DV

SRVVLEOH� DQG� LI QHFHVVDU\� D �� RU ��� LQFUHDVH ZDV WKH ZD\ WKH\ ZDQWHG LW WR
JR�

0V� -RQHV� $QRWKHU PRUH JHQHUDO FRQFHSW LQ WHUPV RI GLVFORVXUH LV WKHUH DUH PDQ\
SHRSOH LQ WKH LQGXVWU\ WKDW DUJXH WKDW DSSURSULDWH GLVFORVXUH VKRXOG UHSODFH

UHJXODWLRQ� 7KHUH DUH PDQ\ UHJXODWRUV ZKR WKLQN WKDW WKDW¶V WUXH� EXW , ZRXOG VD\
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\RX¶UH DUJXLQJ DJDLQVW WKDW� <RX¶UH VD\LQJ WKDW HYHQ LI \RX GLVFORVH LW� WKH

FRQVXPHU¶V QRW JRLQJ WR UHDG LW� DQG WKH\ GRQ¶W FDUH DERXW LW� 7KH\¶UH JRLQJ WR VWXII
LW LQ WKHLU VDIHW\ GHSRVLW ER[� $V D UHJXODWRU� , KDYH WR SURWHFW WKH FRQVXPHUV
EHFDXVH WKH\ DUHQ¶W VPDUW HQRXJK WR SURWHFW WKHPVHOYHV� ULJKW"

)URP WKH )ORRU� $SSURSULDWH GLVFORVXUH LV DEVROXWHO\ EHWWHU WKDQ UHJXODWLRQ� EXW ,

GRQ¶W EHOLHYH WKDW WKLV LQIRUPDWLRQ DORQHZLOO JLYH WKHP VXIILFLHQW LQIRUPDWLRQ WR
NQRZ ZKDW WR GR� 'R , EX\ D SURGXFW WKDW¶V ��� PRUH H[SHQVLYH RU GR , EX\ WKH
RQH WKDW¶V OHVV H[SHQVLYH EXW PD\ KDYH VRPH UDWH LQFUHDVHV LQ WKH IXWXUH" 2Q ZKDW

EDVLV ZLOO WKH\ PDNH WKDW GHFLVLRQ" ,I \RX JLYH WKHP WKH LQIRUPDWLRQ WR PDNH WKDW
GHFLVLRQ� LW¶V D GLIIHUHQW GHDO� -XVW WHOOLQJ WKHP WKDW WKHUH PLJKW EH D ��� UDWH

LQFUHDVH LQ WZR \HDUV LV QRW VXIILFLHQW LQIRUPDWLRQ XQOHVV WKH\¶YH EURZVHG WKH
7H[WERRN RQ /LIH &RQWLQJHQFLHV �&KHVWHU :DOODFH -RUGDQ� 6RFLHW\ RI $FWXDULHV�
,OOLQRLV� ����� DQG D IHZ RWKHU SLHFHV RI DQFLHQW ORUH WKDW PLJKW KHOS WKHP WR ILJXUH

LW RXW� :KDW¶V WKH SUHVHQW YDOXH RI WKH GLIIHUHQFH" :KDW¶V D YDOXH GLIIHUHQWLDO RQ
WKHVH WZR SURGXFWV WKDW , FDQ ORRN DW� ZHLJK� DQG VD\ , ZDQW WR GR WKLV YHUVXV WKDW"

0V� -RQHV� , WKLQN \RX PDNH DQ H[FHOOHQW SRLQW� $V 6XH SRLQWHG RXW� DV VKH ZDV

JRLQJ WKURXJK WKH PRGHO� LW¶V QRW OLNH \RX FDQ MXVWZLOO\�QLOO\ VD\ ���� 7KHUH KDV WR
EH DQ DFWXDULDO MXVWLILFDWLRQ IRU WKH UDWH LQFUHDVH� ,W KDV WR EH EDVHG RQ VRPH VRXQG
PHWKRGRORJ\� ,W FDQ¶W MXVW EH D PDWWHU RI SLFNLQJ D QXPEHU RXW RI WKH KDW�

0V� 5\QHDUVRQ� 7KH DGGLWLRQDO GLVFORVXUH RI UDWH LQFUHDVH KLVWRU\ RQ WKDW SURGXFW

LV DOVR LQWHQGHG WR JLYH WKH FRQVXPHU PRUH LQIRUPDWLRQ� ,I LW¶V D SURGXFW \RXU
FRPSDQ\ KDV EHHQ VHOOLQJ IRU WKUHH RU IRXU RU ILYH \HDUV� DQG \RX WHOO WKHP \RX
H[SHFW WR KDYH D ��� LQFUHDVH HYHU\ WZR \HDUV� WKH\ FDQ ORRN DQG VHH ZKDW WKH

SDVW SDWWHUQ KDV EHHQ� , KRSH WKDWZLOO JLYH WKHP PRUH LQIRUPDWLRQ� <RX¶UH ULJKW�
7KHUH¶V QR ZD\ WR HYHU JHW FRPSOHWH LQIRUPDWLRQ RXW WKHUH EHFDXVH� TXLWH IUDQNO\�

ZH GRQ¶W KDYH FRPSOHWH LQIRUPDWLRQ� :H FDQ¶W SUHGLFW WKH IXWXUH PXFK EHWWHU WKDQ
WKH\ FDQ�

0U� $EURH� 7KHVH DUH VRPH RI WKH LVVXHV� 7KHUH DUH QR VSHFLILFV LQ WHUPV RI WKH
UHTXLUHPHQWV RI KRZ WKDW¶V JRLQJ WR EH UHTXLUHG LQ DQ\ VDOHV PDWHULDOV� , WKLQN

WKHUH¶V VWLOO D ORW RI PDUNHWLQJ WKDW¶OO JR RQ LQ WHUPV RI KRZ WKLV LQIRUPDWLRQ LV JRLQJ
WR EH SUHVHQWHG�

0V� 5\QHDUVRQ� %XW LI ZH WKLQN WKLV LV GLIILFXOW� \RX FDQ LPDJLQH KRZ WKH ORQJ�
WHUP�FDUH GLVFXVVLRQV KDYH JRQH EHFDXVH WKDW¶V D SURGXFW HYHQ PRUH DYHUVH WR

KDYLQJ DQ\ XQSODQQHG UDWH LQFUHDVH DW DOO� 5DWH VWDELOLW\ LV SUREDEO\ WKH �� JRDO�
+RZHYHU� ZH MXVW GRQ¶W KDYH JRRG GDWD RQ ORQJ�WHUP FDUH WR SUHGLFW WKH IXWXUH�
7KHUH LV D UHDO LQWHUHVWLQJ GHEDWH RQ WKDW SURGXFW�

0V� /RUL $� 1HOVRQ� $FFRUGLQJ WR WKLV GHILQLWLRQ� FULWLFDO LOOQHVV ZRXOG IDOO LQWR WKDW

FDWHJRU\ RI ORQJ�WHUP FDUH QRW KDYLQJ D ORW RI GDWD� ,W VHHPV OLNH FULWLFDOLOOQHVV ILWV
XQGHU WKLV UHJXODWLRQ� ,V WKDW WUXH"

0V� 5\QHDUVRQ� , EHOLHYH LW SUREDEO\ ZRXOG�

0U� $EURH� <HV�
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0V� 1HOVRQ� &DQ \RX FRPPHQW RQ FRQVXPHU FKRLFH" 7KLV UHJXODWLRQ VFDUHV

HYHU\ERG\ DZD\ IURP HYHQ RIIHULQJ LW�

0V� 5\QHDUVRQ� , WKLQN WKH JRDO RI WKH UHJXODWLRQ ZDV WR PDNH FRPSDQLHV

DSSURDFK QHZ SURGXFWV PRUH FRQVHUYDWLYHO\ WKDQ WKH\ QRUPDOO\ ZRXOG� ,I , FRPH
RXW ZLWK D FRPSOHWHO\ LQQRYDWLYH SURGXFW� , VWLOO KDYH WR FHUWLI\ WKDW , PHHW WKH ORVV

UDWLR UHTXLUHPHQW� <RX FDQ MXVWLI\ VRPH PDUJLQ LQ \RXU PRUELGLW\� EXW , GRQ¶W NQRZ
YHU\ PDQ\ DFWXDULHV ZKR DUH FRPIRUWDEOH SXWWLQJ LQ D YHU\ ELJ PDUJLQ� )RU
SURGXFWV OLNH FULWLFDO LOOQHVV� ZKHUH \RX KDYH YHU\� YHU\ VNHWFK\ GDWD RQ LW� WKH

LQWHQW RI WKLV UHJXODWLRQ LV WR JHW FRPSDQLHV WR DGG D OLWWOH PRUH PDUJLQ WR WKHLU
PRUELGLW\� 6R DW OHDVW \RX¶UH JHWWLQJ VRPH H[SHULHQFH WR WDNH D OLWWOH ELW PRUH

FRQVHUYDWLYH DSSURDFK WKDQ WKH\ QRUPDOO\ ZRXOG� +RZHYHU� \RX DUH JRLQJ WR KDYH
FRPSHWLWLRQ VWHHULQJ \RX WKH RWKHU ZD\ DV ZHOO� EXW WKDW UHDOO\ ZDV WKH JRDO RI WKLV�
:KHWKHU LW DFFRPSOLVKHV LW RU QRW UHPDLQV WR EH VHHQ�

0U� $EURH� 7KH PRGHO UHJXODWLRQ WDONV DERXW QHZ LVVXHV RQ RU DIWHU WKH HIIHFWLYH

GDWH� ,W DVVXPHV WKHUH¶OO EH QHZ SURGXFW ILOLQJV RU VR RQ� :KDW ZRXOG WKH LPSDFW
EH RQ SURGXFWV WKDW DUH DOUHDG\ DSSURYHG IRU VDOH LQ D SDUWLFXODU VWDWH" :RXOG

WKHUH EH D UHILOLQJ XQGHU WKH QHZ UHTXLUHPHQWV RU ZRXOG LW EH WKH ILUVW UDWH
LQFUHDVH" $W WKDW WLPH� \RX¶G ILOH D VHULHV RI SODQQHG LQFUHDVHV"

0V� 5\QHDUVRQ� , WKLQN WKDW¶G EH KDQGOHG RQ D VWDWH�VSHFLILF EDVLV� 6RPH VWDWHV
PLJKW UHTXLUH WKDW \RX UHILOH WKH SURGXFW WR FRQWLQXH WKH VDOH� $W WKH WLPH WKLV

FDPH LQWR HIIHFW� \RX ZRXOG KDYH WR UHDOO\ PDNH D VWDWHPHQW DV WR ZKHWKHU \RX
DQWLFLSDWH SODQQHG LQFUHDVHV RU QRW� ,I \RX GLG QRW DQWLFLSDWH WKHP� WKHQ , WKLQN \RX
FRXOG MXVW JR DORQJ� EXVLQHVV DV XVXDO�

0V� -RQHV� 7KRVH RI \RX ZKR DUH ZRUULHG DERXW WKLV QHZ UHJXODWLRQ VKRXOG NQRZ

WKDW , GRQ¶W WKLQN WKDW WKHUH¶V D ELJ PRYHPHQW RQ WKH SDUW RI WKH VWDWHV WR PRYH
DZD\ IURP ORVV UDWLRV� :H¶UH DV WLHG LQWR ORVV UDWLRV DV \RX DOO DUH� :H ZHUH KRSLQJ
WKDW 7RP )ROH\ ZRXOG EH DEOH WR XVH 1RUWK 'DNRWD DV D SLORW VWDWH� MXVW WR VHH LI

VRPHWKLQJ QHZ ZRXOG ZRUN� 8QWLO ZH FRPH XS ZLWK VRPHWKLQJ WKDW FDQ UHSODFH ORVV
UDWLRV� ZH¶UH JRLQJ WR EH VWXFN ZLWK WKLV FRQFHSW WKDW LV EURNHQ DQG KDV VRPH UHDO

LVVXHV DVVRFLDWHG ZLWK LW� XQOHVV DQG XQWLO ZH FDQ EH LQQRYDWLYH DQG WKLQN DERXW
VRPHWKLQJ WKDW ZLOO ZRUN� :H ZRXOG FHUWDLQO\� DV PXFK DV SRVVLEOH� OLNH WR
HQFRXUDJH D PHWKRGRORJ\ WKDW XVHV PDUNHW IRUFHV� VXFK DV FRPSHWLWLRQ DQG

GLVFORVXUH� WR KHOS GULYH UDWHV DQG KHOS DFWXDULHV EH FRQVHUYDWLYH LQ SULFLQJ
SURGXFWV�

0V� 5\QHDUVRQ� 1RW DJJUHVVLYH LV SUREDEO\ D EHWWHU WHUP WKDQ FRQVHUYDWLYH� ,
WDONHG WR 7RP )ROH\ D FRXSOH ZHHNV DJR� DQG KH LV ORRNLQJ DW DGRSWLQJ VRPH

YHUVLRQ RI WKLV LQ .DQVDV ZLWK HYHQ PRUH PHDW WR LW� VR WKDW¶V SUREDEO\ QRW JRRG
QHZV� 1R ZRUG RQ )ORULGD \HW� WKRXJK� EXW ZH FDQ DOZD\V KRSH�

0U� $EURH� , WKLQN WKHUH¶V D \HV IRU FRQVXPHU FKRLFH IRU %LOO� 7KHUH ZDV VRPH
FRQFHUQ WKDW VLPSO\ FKDQJLQJ WKH FXUUHQW ORVV UDWLR EDVHG PRGHO FRXOG SULFH VRPH

SURGXFWV RXW RI H[LVWHQFH� 7KH VHFRQG SRLQW LV WKDW WKLV DSSURDFK DOORZV FRQVXPHUV
WR FKRRVH ZKDW WKH\ ZDQW� DQG DOORZV WKH IDLOXUH RI WKRVH SURGXFWV DQG SULFHV WKDW

GRQ¶W DSSHDO WR FRQVXPHUV� :H¶YH WDONHG DERXW WKLV� +HUH DUH WKH QH[W IRXU SRLQWV�
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GRQ¶W GHOD\ LQFUHDVHV� GRQ¶W KDYH EXUGHQVRPH UHTXLUHPHQWV� GRQ¶W OHW SROLWLFV LQWR

UDWH DSSURYDOV DQG UDWH LQFUHDVH UHYLHZV� , JXHVV WKH TXHVWLRQ LV PL[HG RQ WKH ODVW
WZR LQ WHUPV RI QRW DOORZLQJ JDPLQJ RI LQLWLDO UDWHV RU UDWH LQFUHDVHV� 'RQ¶W FUHDWH
SUREOHPV WKDW ZLOO QHHG WR EH IL[HG�

0V� -RQHV� 7KDW LV ZKDW \RX ZHUH GULYLQJ DW� 7KHUH PD\ EH ORRSKROHV WKDW ZH

KDYHQ¶W DQWLFLSDWHG LQ GHYHORSLQJ WKH PRGHO�

0U� $EURH� ,Q WHUPV RI WKH ODVW RQH� ³GRQ¶W FUHDWH SUREOHPV WKDWZLOO QHHG WR EH

IL[HG�´ %LOO FRPPHQWV WKDW WKH LQGXVWU\ VHHV SUREOHPV DV D UHVXOW RI WKH H[FHVVLYH
UHJXODWLRQ ZKLOH UHJXODWRUV VHH SUREOHPV ZKHQ FRPSDQLHV GRQ¶W XQGHUVWDQG RU GRQ¶W

ZDQW WR IROORZ WKH UXOHV� 7KH VHFRQG SRLQW LV VRPHWKLQJ OLNH WKLV LV QHZ� DQG LW¶V QRW
OLNHO\ WR EH SHUIHFW� EXW WKH /LIH DQG +HDOWK $FWXDULDO 7DVN )RUFH RI WKH 1$,& LV
VXSSRUWLYH RI WKLV DSSURDFK DQG ZDQWV WR PDNH LW ZRUN� 0DQ\ FRPSDQLHV ZHUH DOVR

LQYROYHG DQG ZRXOG OLNH WR VHH LW ZRUN� 'HDOLQJ RSHQO\ ZLWK ZKDW LVQ¶W SHUIHFW LV WKH
EHVW ZD\ WR DYRLG FUHDWLQJ WKH XQIL[DEOH� , ZRXOG DVVXPH RQ WKH ODVW SRLQW WKDW WKH

LVVXH LV WKDW� DV SUREOHPV FRPH XS� WKH /LIH DQG +HDOWK $FWXDULDO 7DVN )RUFH ZRXOG
KDQGOH WKHP LQ WKH VDPH ZD\ WKDW WKH ORQJ�WHUP�FDUH PRGHO ZRUNV� ,W¶V DOZD\V

FRQVWDQWO\ XQGHU UHYLVLRQ� 7KDW¶V WKH LGHD� , JXHVV�

0V� -RQHV� , GHILQLWHO\ WKLQN WKDW WKH /LIH DQG +HDOWK $FWXDULDO 7DVN )RUFH LV RSHQ

WR WKH LGHD WKDW WKLV PRGHO LVQ¶W SHUIHFW EHFDXVH� DV 6XH VDLG� WKHUH DUH DOO WKHVH
QHZ FRQFHSWV DQG QHZ LGHDV� :H XQGHUVWDQG WKDW ZH¶UH EUHDNLQJ QHZ JURXQG�

7KHUH PD\ EH LVVXHV ZH QHYHU FRQVLGHUHG LQ GHYHORSLQJ WKH PRGHO� DQG FHUWDLQO\
WKRVH ZRXOG QHHG WR EH IL[HG� DQG LW ZRXOG EH DQ HYROYLQJ� FRQWLQXRXV
LPSURYHPHQW�

0U� $EURH� $UH WKHUH DQ\ RWKHU FRPPHQWV LQ WHUPV RI UHDFWLRQV WR WKH PRGHO ODZ

DQG WKH IDFW WKDW ZH VKRXOGQ¶W FUHDWH SUREOHPV WKDWZLOO QHHG WR EH IL[HG"

0V� 5\QHDUVRQ� ,W¶V GHILQLWHO\ DQ LQWHUHVWLQJ WRSLF WKDW¶V JRLQJ WR DIIHFW D ORW RI

RXU FRPSDQLHV LI LW JHWV LPSOHPHQWHG�

0U� +REVRQ '� &DUUROO� ,¶P VRUU\� ,¶P MXVW VWXFN RQ WKLV ��� WKLQJ DJDLQ� &DQ
\RX H[SDQG RQ ZKHUH WKDW QXPEHU FDPH IURP" :KHQ , VDZ WKH ZRUGV/LPLWHG

%HQHILWV LQ WKH WLWOH� , GHFLGHG WKDW , FDQ GHVLJQ DOO NLQGV RI ZKDW , FRQVLGHU OLPLWHG

EHQHILWV WKDW DUH ���� VXEMHFW WR WUHQG LQ P\ DFWXDULDO RSLQLRQ� DQG ZRXOG LW
SURGXFH EHQHILWV IDU OHVV WKDQ WKRVH RI PDQ\ RI WKH KRVSLWDO LQGHPQLW\ SROLFLHV WKDW

DUH RXW WKHUH�

0V� 5\QHDUVRQ� ,¶P QRW UHDOO\ VXUH ZKHUH WKH QXPEHU FDPH IURP� , WKRXJKW LW

ZDV D OLWWOH KLJK DQG WKH LQWHQW RI WKLV UHJXODWLRQ ZDV WR DSSO\ WR SURGXFWV ZLWK YHU\
OLWWOH PHGLFDO WUHQG� , UHDOO\ IHOW ��� ZDV WRR KLJK� EXW ,¶P QRW VXUH� 'R \RX

UHPHPEHU H[DFWO\ ZKHUH WKH QXPEHU FDPH IURP� /HVOLH"

0V� -RQHV� ,W ZDV MXVW D FRPSURPLVH� , WKLQN ZH HYHQ VWDUWHG DW ���� 7KDW¶V

ZK\ WKH QDPH RI WKH PRGHO LV QRW OLPLWHG EHQHILW EXW� UDWKHU� DGGLWLRQDO EHQHILW� :H
FDPH XS ZLWK D GHILQLWLRQ VSHFLILF IRU DGGLWLRQDO EHQHILW WR FDUYH RXW WKDW SLHFH RI

WKH OLPLWHG EHQHILW KHDOWK SODQ� 7KDW¶V DQ H[FHOOHQW SRLQW� :H¶UH QRW HYHQ
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DGGUHVVLQJ DOO RI WKH OLPLWHG�EHQHILW KHDOWK SODQV WKDW DUH RXW WKHUH EHFDXVH WKHUH

DUH PDQ\ OLPLWHG EHQHILWV WKDW ZRXOG EH VXEMHFW WR PRUH WKDQ ��� WUHQG LQ WKHLU
LQLWLDO FODLP FRVW� 2U� PRUH WKDQ ��� RI WKH LQLWLDO FODLP FRVWV DUH VXEMHFW WR WUHQG�

0U� $EURH� ,V WKHUH D ZD\ RI LQWHUSUHWLQJ WKDW ��� DV PHDQLQJ WKH PD[LPXP WKDW
FRVW FRXOG LQFUHDVH EHFDXVH RI WUHQG" 2U LV LW MXVW IRU EHQHILWV ZLWKLQ WKHUH WKDW

ZRXOG EH VXEMHFW WR WUHQG" 7KDW WUHQG FRXOG EH PD\EH �� RU ����"

0V� 5\QHDUVRQ� +RZ LW ZDV VXSSRVHG WR ZRUN LV WKDW \RX PLJKW KDYH ��� RI

EHQHILWV DIIHFWHG E\ D ��� WUHQG ZKLFK ZRXOG NLQG RI WUDQVODWH LQWR D �� WUHQG WKH
ILUVW \HDU DQG WKHQ ���� WKH QH[W \HDU� HWF� 7KDW ZDV UHDOO\ KRZ LW ZDV LQWHQGHG WR

ZRUN� 7KH HQWLUH ��� ZDV DIIHFWHG E\ WUHQG�


