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6LQFH�WKH�+RXVH�:D\V�DQG�0HDQV�&RPPLWWHH�UHOHDVHG�LWV�LQLWLDO�GUDIW�RI�SURSRVHG�WD[�LQFUHDVHV�
RQ������������PDQ\�WD[SD\HUV�DQG�DGYLVRUV�KDYH�EHHQ�H[SUHVVLQJ�FRQFHUQ�DERXW�WKH�LPSDFW�RQ�
DQG� IXWXUH� RI� ΖUUHYRFDEOH� /LIH� ΖQVXUDQFH� 7UXVWV� �UHIHUUHG� WR� KHUHLQDIWHU� DV� ȊΖ/Ζ7Vȋ�� DQG� DVNLQJ�
ZKDW�DFWLRQV�WKH\�VKRXOG�FRQVLGHU�WDNLQJ�RU�UHFRPPHQGLQJ�UHJDUGLQJ�H[LVWLQJ�Ζ/Ζ7V�RU�WKRVH�WR�
EH�FUHDWHG��

7KH�FDXVH�RI�WKLV�FRQFHUQ�LV�D�SURSRVHG�FKDQJH�WR�WKH�WD[�WUHDWPHQW�RI�LUUHYRFDEOH�JUDQWRU�WUXVWV�
�UHIHUUHG�WR�KHUHLQDIWHU�DV�DQ�ȊΖ*7V�ȋ�ȊJUDQWRU�WUXVWVȋ�RU�ȊJUDQWRU�Ζ/Ζ7Vȋ��WKDW�FRXOG�LQDGYHUWHQWO\�
DIIHFW�Ζ/Ζ7V���%HORZ�LV�D�VXPPDU\�RI�WKHVH�SURSRVHG�FKDQJHV�DV�ZHOO�DV�VRPH�SODQQLQJ�LQVLJKWV�WR�
FRQVLGHU�DVVXPLQJ�WKH�+RXVHȇV�SURSRVDO�ZHUH�WR�EH�HQDFWHG�DV�LQLWLDOO\�GUDIWHG��

3URSRVHG�&KDQJHV�WR�WKH�7UDQVIHU�7D[�7UHDWPHQW�RI�ΖUUHYRFDEOH�*UDQWRU�7UXVWV�

7KH�LQLWLDO�:D\V�DQG�0HDQV�SURSRVDO�FRQWDLQHG�D�QHZ�ΖQWHUQDO�5HYHQXH�&RGH��Ζ5&��VHFWLRQ��Ζ5&�i�������ZKLFK�ZRXOG�
PDNH�VLJQLILFDQW�FKDQJHV�WR�FXUUHQW�HVWDWH�DQG�JLIW�WD[�WUHDWPHQW�RI�Ζ*7V�DQG�LV�WKH�SULPDU\�FRQFHUQ�UHJDUGLQJ�Ζ/Ζ7V��

7KH�NH\�DVSHFW�LQ�WKLV�QHZ�&RGH�VHFWLRQ�WKDW�FRXOG�LPSDFW�QHZ�DQG�FHUWDLQ�H[LVWLQJ�Ζ/Ζ7V�
LV�i������D�����ZKLFK�VWDWHV��SDUDSKUDVLQJ���

ΖQ�WKH�FDVH�RI�DQ\�SRUWLRQ�RI�D�WUXVW�IRU�ZKLFK�WKH�JUDQWRU�LV�WKH�GHHPHG�RZQHU�IRU�LQFRPH�WD[�SXUSRVHV��L�H��D�ȊJUDQWRU�
WUXVWȋ�XQGHU�Ζ5&�ii�����������WKH�YDOXH�RI�WKH�GHFHDVHG�GHHPHG�RZQHUȇV�JURVV�HVWDWH�VKDOO�LQFOXGH�WKH�YDOXH�RI�DOO�DVVHWV�
DWWULEXWDEOH�WR�WKDW�SRUWLRQ�DW�VXFK�RZQHUȇV�GHDWK��

7KLV�SURSRVHG�QHZ�&RGH�VHFWLRQ�LV�HIIHFWLYH�IRU��

9 $Q\�WUXVWV�FUHDWHG�RQ�RU�DIWHU�WKH�GDWH�RI�HQDFWPHQW�DQG�DQ\�SRUWLRQ�RI�D�WUXVW�HVWDEOLVKHG�EHIRUH
HQDFWPHQW�ZKLFK�LV�DWWULEXWDEOH�WR�D�QHZ�FRQWULEXWLRQ��WHUP�WR�EH�GHILQHG��EXW�PDQ\�SUHVXPH�LW�WR�PHDQ
JLIWV��PDGH�RQ�RU�DIWHU�VXFK�GDWH�

ΖPSDFW�RI�WKH�3URSRVHG�Ζ5&�i������RQ�ΖUUHYRFDEOH�/LIH�ΖQVXUDQFH�7UXVWV�

ΖI�WKH�LQVXUHG�LV�WUHDWHG�DV�WKH�GHHPHG�RZQHU�RI�DQ�Ζ/Ζ7�IRU�LQFRPH�WD[�SXUSRVHV��D�SRUWLRQ�RU�DOO�WKH�GHDWK�EHQHILW�
SD\DEOH�WR�WKH�Ζ/Ζ7�FRXOG�EH�LQFOXGLEOH�LQ�VXFK�RZQHUȇV�JURVV�HVWDWH�DQG�VXEMHFW�WR�HVWDWH�WD[�DW�KLV�RU�KHU�GHDWK����
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'HWHUPLQLQJ�WKH�ΖQFOXGDELOLW\�RI�Ζ/Ζ7�'HDWK�%HQHILWV�LQ�WKH�*UDQWRU�ΖQVXUHGȇV�*URVV�(VWDWH�
^ŚŽƵůĚ�/Z��Α�ϮϵϬϭ�ŐŽ�ŝŶƚŽ�ĞĨĨĞĐƚ�ĂƐ�ŝŶŝƚŝĂůůǇ�ĚƌĂĨƚĞĚ͕�ƚŚĞ�ŬĞǇ�ĐŽŶƐŝĚĞƌĂƚŝŽŶƐ�ŝŶ�ĚĞƚĞƌŵŝŶŝŶŐ�Α�ϮϵϬϭ�ŝŶĐůƵĚĂďŝůŝƚǇ�ǁŽƵůĚ�
ŝŶĐůƵĚĞ�ǁŚĞƚŚĞƌ�ƚŚĞ�/>/d�ŝƐ�Ă�ŐƌĂŶƚŽƌ�ƚƌƵƐƚ͕�ǁŚĞŶ�ƚŚĞ�/>/d�ǁĂƐ�ĐƌĞĂƚĞĚ�ĂŶĚ�ǁŚĞƚŚĞƌ�ĂŶǇ�ŶĞǁ�ĐŽŶƚƌŝďƵƚŝŽŶƐ�ǁĞƌĞ�ŵĂĚĞ�ƚŽ�
ƚŚĞ�/>/d�ŽŶ�Žƌ�ĂĨƚĞƌ�ĞŶĂĐƚŵĞŶƚ͘���ĞůŽǁ�ŝƐ�Ă�ĨůŽǁ�ĐŚĂƌƚ�ŝůůƵƐƚƌĂƚŝŶŐ�ƚŚĞƐĞ�ĐŽŶƐŝĚĞƌĂƚŝŽŶƐ͗��

L

�

�

�

+RZ�DQ�ΖUUHYRFDEOH�/LIH�ΖQVXUDQFH�7UXVW�&DQ�%HFRPH�D�*UDQWRU�7UXVW�

%HORZ�DUH�WKH�PRUH�FRPPRQ�UHWDLQHG�SRZHUV�XQGHU�WKH�JUDQWRU�WUXVW�VWDWXWHV��Ζ5&�ii����������WKDW�DUH�RIWHQ�IRXQG�
LQ��RU�PD\�DSSO\�WR��Ζ/Ζ7V�FDXVLQJ�WKH�JUDQWRU�WR�EH�WUHDWHG�DV�WKH�GHHPHG�RZQHU�IRU�LQFRPH�WD[�SXUSRVHV���7KH�
EHORZ�FRPPHQWV�DUH�QRW�DQ�H[KDXVWLYH�GLVFXVVLRQ�RI�DOO�WKH�ZD\V�LQ�ZKLFK�D�WUXVW�FDQ�EH�WUHDWHG�DV�D�JUDQWRU�WUXVW��

Ζ5&�i�����D�����
ΖQFRPH�WKDW�LV�RU�PD\�EH�XVHG�WR�SD\�SUHPLXPV�RQ�SROLFLHV�LQVXULQJ�WKH�JUDQWRU�RU�JUDQWRUȇV�VSRXVH��

7KH�JUDQWRU�VKDOO�EH�WUHDWHG�DV�WKH�GHHPHG�RZQHU�RI�DQ\�SRUWLRQ�RI�D�WUXVW�WKH�LQFRPH�IURP�ZKLFK�LV�RU�PD\�EH�
XVHG�WR�SD\�SUHPLXPV�RQ�OLIH�LQVXUDQFH�SROLFLHV�LQVXULQJ�WKH�JUDQWRU�RU�JUDQWRUȇV�VSRXVH�ZLWKRXW�WKH�DSSURYDO�RU�
FRQVHQW�RI�DQ�DGYHUVH�SDUW\�XQOHVV�WKH�SROLF\�SURFHHGV�DUH�LUUHYRFDEO\�SD\DEOH�IRU�D�FKDULWDEOH�SXUSRVH����

Relevance to ILITs:��7UXVW�LQFRPH�LV�RIWHQ�XVHG�DV�D�VRXUFH�RI�SUHPLXP�SD\PHQWV�LQ�Ζ/Ζ7V��ZKLFK�DUH�JHQHUDOO\�
GHVLJQHG�WR�RZQ�OLIH�LQVXUDQFH�RQ�WKH�JUDQWRU��FDXVLQJ�WKH�JUDQWRU�WR�EH�WUHDWHG�DV�WKH�GHHPHG�RZQHU�RI�DOO�RU�D�
SRUWLRQ�RI�WKH�WUXVW���ȊΖQFRPHȋ�UHIHUV�WR�DQ\�LQFRPH�IRU�WD[�SXUSRVHV�HYHQ�LI�DGGHG�WR�SULQFLSDO�LQ�WKH�FXUUHQW�\HDU�
DQG�XVHG�IRU�WKLV�SXUSRVH�LQ�D�VXEVHTXHQW�\HDU���ΖW�FDQ�HYHQ�LQFOXGH�LQWHUHVW�LQFRPH�LQ�D�EDQN�DFFRXQW�VHW�XS�E\�WKH�
WUXVWHH�WR�KROG�FDVK�JLIWHG�E\�WKH�JUDQWRU�WR�SD\�SUHPLXP���7KLV�VWDWXWH�KDV�JHQHUDOO\�EHHQ�LQWHUSUHWHG�WR�WUHDW�WKH�
JUDQWRU�DV�WKH�GHHPHG�RZQHU�RI�RQO\�VXFK�SRUWLRQ�ZKRVH�LQFRPH�LV�DFWXDOO\�XVHG�WR�SD\�SUHPLXPV�RQ�DFWXDO�
SROLFLHV�LQVXULQJ�WKH�JUDQWRU�RU�JUDQWRUȇV�VSRXVH�LL���

�

NO YES 

�Is the ILIT a grantor trust? 

�Was the ILIT created before enactment? 

�Were new contributions made to 
the ILIT on or after enactment? 

Death benefit is not includible, 
generally, in grantor-insured’s 

gross estate 

A portion of the death benefit is 
includible in grantor-insured’s 

gross estate i 

�All the death benefit is includible 
in grantor-insured’s gross estate 

NO YES 

NO YES 
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Ζ5&�ii�����D�����DQG�����
ΖQFRPH�WKDW�LV�RU�PD\�GLVWULEXWHG�WR�WKH�JUDQWRU�RU�JUDQWRUȇV�VSRXVH��

7KH�JUDQWRU�VKDOO�EH�WUHDWHG�DV�WKH�GHHPHG�RZQHU�RI�DQ\�SRUWLRQ�RI�D�WUXVW�WKH�LQFRPH��IRU�WD[�SXUSRVHV��IURP�
ZKLFK�LV�RU�PD\�EH�GLVWULEXWHG��RU�KHOG�RU�DFFXPXODWHG�IRU�IXWXUH�GLVWULEXWLRQ��WR�WKH�JUDQWRU�RU�JUDQWRUȇV�VSRXVH�
ZLWKRXW�WKH�DSSURYDO�RU�FRQVHQW�RU�DQ�DGYHUVH�SDUW\����

Relevance to ILITs:��$GGLQJ�WKH�JUDQWRUȇV�VSRXVH�DV�DQ�LQFRPH�EHQHILFLDU\�LV�RIWHQ�GRQH�WR�JLYH�WKH�VSRXVH�WKH�
IOH[LELOLW\�WR�DFFHVV�WUXVW�GLVWULEXWLRQV�GXULQJ�OLIH�FDXVLQJ�WKH�JUDQWRU�WR�EH�WUHDWHG�DV�WKH�GHHPHG�RZQHU���(YHQ�
DGGLQJ�WKH�JUDQWRUȇV�VSRXVH�DV�D�EHQHILFLDU\�ZLWK�UHVSHFW�WR�SULQFLSDO�RQO\�FRXOG�FDXVH�WKH�JUDQWRU�WR�EH�WUHDWHG�DV�
WKH�GHHPHG�RZQHU�LI�WKH�WUXVWHH�KDV�WKH�SRZHU�WR�DGG�LQFRPH�WR�SULQFLSDO�IRU�DFFRXQWLQJ�SXUSRVHV��

Ζ5&�ii�������������DQG�����
$GPLQLVWUDWLYH�SRZHUV�

7KH�JUDQWRU�VKDOO�EH�WUHDWHG�DV�WKH�GHHPHG�RZQHU�RI�DQ\�SRUWLRQ�RI�D�WUXVW�LQ�UHVSHFW�RI�ZKLFK�Ȃ�����WKH�JUDQWRU�KDV�
UHWDLQHG�WKH�SRZHU�WR�ERUURZ�IURP�WKH�WUXVW�ZLWKRXW�DGHTXDWH�LQWHUHVW�RU�VHFXULW\������WKH�JUDQWRU�RU�JUDQWRUȇV�
VSRXVH�KDV�ERUURZHG�IURP�WKH�WUXVW�DQG�QRW�IXOO\�UHSDLG�WKH�ORDQ�EHIRUH�WKH�EHJLQQLQJ�RI�WKH�WD[DEOH�\HDU��XQOHVV�
VXFK�ORDQ�SURYLGHV�IRU�DGHTXDWH�LQWHUHVW�DQG�VHFXULW\�DQG�ZDV�QRW�PDGH�E\�D�UHODWHG�RU�VXERUGLQDWH�WUXVWHH�
VXEVHUYLHQW�WR�WKH�JUDQWRU���DQG�����D�SRZHU�WR�UHDFTXLUH�WUXVW�SULQFLSDO�E\�VXEVWLWXWLQJ�RWKHU�SURSHUW\�RI�HTXLYDOHQW�
YDOXH�H[LVWV�DQG�LV�H[HUFLVDEOH�LQ�D�QRQILGXFLDU\�FDSDFLW\�E\�DQ\�SHUVRQ�ZLWKRXW�WKH�DSSURYDO�RU�FRQVHQW�RI�DQ\�
SHUVRQ�LQ�D�ILGXFLDU\�FDSDFLW\��

Relevance to ILITs:��2QH�RU�PRUH�RI�WKHVH�SRZHUV�DUH�RIWHQ�LQFOXGHG�LQ�WKH�Ζ/Ζ7�LQVWUXPHQW�WR�SURYLGH�DGPLQLVWUDWLYH�
IOH[LELOLW\�ZLWK�UHVSHFW�WR�WKH�WUXVW�ZKLFK�FDXVH�WKH�JUDQWRU�WR�EH�WUHDWHG�DV�WKH�GHHPHG�RZQHU�RI�VXFK�SRUWLRQ��

Ζ5&�i�����
%HQHILFLDO�HQMR\PHQW�RI�SULQFLSDO�RU�LQFRPH�VXEMHFW�WR�D�SRZHU�RI�GLVSRVLWLRQ�

KHOG�E\�D�QRQDGYHUVH�SDUW\��

ΖQ�JHQHUDO��WKH�JUDQWRU�VKDOO�EH�WUHDWHG�DV�WKH�GHHPHG�RZQHU�RI�DQ\�SRUWLRQ�RI�D�WUXVW�LQ�UHVSHFW�RI�ZKLFK�WKH�
EHQHILFLDO�HQMR\PHQW�RI�SULQFLSDO�RU�LQFRPH�LV�VXEMHFW�WR�D�SRZHU�RI�GLVSRVLWLRQ�KHOG�E\�WKH�JUDQWRU�RU�D�QRQDGYHUVH�
SDUW\��EH\RQG�VSHFLILHG�OLPLWV�DQG�H[FHSWLRQV��ZLWKRXW�WKH�DSSURYDO�RU�FRQVHQW�RI�DQ�DGYHUVH�SDUW\���7KH�SRZHU�FDQ�
EH�LQ�WKH�IRUP�RI�D�WUXVWHH�SRZHU��SRZHU�RI�DSSRLQWPHQW�RU�DQ\�RWKHU�SRZHU��

Relevance to ILITs:��Ζ5&�i�����LV�D�FRPSOLFDWHG�VWDWXWH�EXW�LW�FDQ�FRPPRQO\�DSSO\�GXH�WR�WUXVWHH�VHOHFWLRQ�DQG�WKH�
SRZHUV�JLYHQ�WKHUHWR��DEVHQW�DQ�HOLJLEOH�H[FHSWLRQ���)RU�H[DPSOH��WKH�JUDQWRU�FRXOG�EH�WUHDWHG�DV�WKH�GHHPHG�
RZQHU�LI�PRUH�WKDQ�KDOI�RI�WKH�WUXVWHHV�DUH�UHODWHG�WR�WKH�JUDQWRU�DQG�KDYH�GLVFUHWLRQDU\�SRZHUV�RYHU�GLVWULEXWLRQV�
WR�EHQHILFLDULHV�WKDW�DUH�QRW�OLPLWHG�E\�D�UHDVRQDEO\�GHILQLWH�VWDQGDUG��RU�LI�DQ�LQGHSHQGHQW�QRQDGYHUVH�WUXVWHH�ZLWK�
VXFK�SRZHUV�LV�FRXSOHG�ZLWK�D�QRQDGYHUVH�SHUVRQ�ZKR�FDQ�DGG�DGGLWLRQDO�EHQHILFLDULHV�RWKHU�WKDQ�GHVFHQGDQWV�RI�
H[LVWLQJ�EHQHILFLDULHV��
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:KDW�WR�'R�ZLWK�1HZ�RU�([LVWLQJ�ΖUUHYRFDEOH�/LIH�ΖQVXUDQFH�7UXVWV�

%HORZ�DUH�VRPH�SODQQLQJ�FRQVLGHUDWLRQV�UHJDUGLQJ�DGPLQLVWHULQJ�H[LVWLQJ��RU�VWUXFWXULQJ�QHZ��Ζ/Ζ7V�DVVXPLQJ�i������
ZHUH�WR�EH�HQDFWHG�DV�LQLWLDOO\�SURSRVHG�E\�WKH�+RXVH�:D\V�DQG�0HDQV�&RPPLWWHH��EŽƚĞ͕�ĂŶǇ�ƌĞĨĞƌĞŶĐĞ�ďĞůŽǁ�ƚŽ�ƚŚĞ�
ƉĂǇŵĞŶƚ�ŽĨ�ƉƌĞŵŝƵŵƐ�ƉĞƌƚĂŝŶƐ�ƚŽ�Ă�ƉŽůŝĐǇ�ŝŶƐƵƌŝŶŐ�ƚŚĞ�ŐƌĂŶƚŽƌ�Žƌ�ŐƌĂŶƚŽƌ͛Ɛ�ƐƉŽƵƐĞ͘�

([LVWLQJ�JUDQWRU�Ζ/Ζ7V�ZLWK�IXQGLQJ�IRU�DQQXDO�SROLF\�SUHPLXPV�UHTXLUHG�SRVW�HQDFWPHQW�

9 3UHIXQG�WKH�Ζ/Ζ7�ZLWK�D�ODUJH�JLIW���7KH�LQVXUHG�FDQ�FRQVLGHU�PDNLQJ�D�ODUJH�JLIW�SULRU�WR�HQDFWPHQW��DOORFDWLQJ
KLV�RU�KHU�OLIHWLPH�H[FOXVLRQ�DPRXQW�WR�DYRLG�JLIW�WD[HV��WR�SURYLGH�FDVK�DQG�RU�LQFRPH�WR�IXQG�IXWXUH
SUHPLXPV���'RLQJ�VR�FDQ�KHOS�DYRLG�WKH�QHHG�WR�PDNH�RQJRLQJ�JLIWV�WKDW�FRXOG�FDXVH�LQFOXVLRQ�XQGHU�WKH
SURSRVHG�i������

9 7HUPLQDWH�JUDQWRU�WUXVW�VWDWXV���&DQ�WKH�Ζ/Ζ7�EH�HDVLO\�FRQYHUWHG�WR�D�QRQ�JUDQWRU�WUXVW�WKURXJK�UHVFLQGLQJ�WKH
DSSOLFDEOH�JUDQWRU�WUXVW�SRZHUV�RU�GHFDQWLQJ"��ΖI�VR��LW�FRXOG�KHOS�SUHYHQW�LQFOXVLRQ�XQGHU�WKH�SURSRVHG�i�����
IURP�RQJRLQJ�JLIWV�

9 8VH�VSOLW�GROODU�ORDQV�WR�IXQG�SUHPLXPV���ΖI�RQJRLQJ�SUHPLXPV�DUH�GXH��WUDQVIHUV�DUH�UHTXLUHG�WR�IXQG�WKHP
DQG�WKH�DERYH�WZR�RSWLRQV�DUH�QRW�IHDVLEOH�LQ�IXOO��WKHQ�FRQVLGHU�IXQGLQJ�SUHPLXPV�YLD�VSOLW�GROODU�ORDQV�ZLWK
LQWHUHVW�DFFUXHG��RU�SD\DEOH�IURP�H[LVWLQJ�WUXVW�DVVHWV��DW�DQ�DGHTXDWH�LQWHUHVW�UDWH�WR�DYRLG�IXWXUH�JLIWV�LLL��'RLQJ
VR�FRXOG�DYRLG�JLIWV�DIWHU�HQDFWPHQW�WKDW�FRXOG�FDXVH�LQFOXVLRQ�XQGHU�WKH�SURSRVHG�i��������7KH�SROLF\�DQG�Ζ/Ζ7
VKRXOG�EH�UHYLHZHG�ILUVW�WR�GHWHUPLQH�DGHTXDF\�WR�VXSSRUW�VXFK�D�VWUDWHJ\�

1HZ�Ζ/Ζ7V�HVWDEOLVKHG�LQ�DQWLFLSDWLRQ�RI��RU�DIWHU��HQDFWPHQW�

9 &UHDWH�D�QRQ�JUDQWRU�Ζ/Ζ7�DQG�JLIW�FDVK�RQO\���7KH�LQVXUHG�FDQ�FRQVLGHU�FUHDWLQJ�D�QRQ�JUDQWRU�Ζ/Ζ7�ZKLFK
FRXOG�DYRLG�i������EXW�PD\�UHTXLUH�FDUHIXO�DGPLQLVWUDWLRQ�WR�DYRLG�WKH�JHQHUDWLRQ�DQG�XVH�RI�WUXVW�LQFRPH�WR
SD\�SUHPLXPV�WKDW�FRXOG�WULJJHU�JUDQWRU�WUXVW�VWDWXV�XQGHU�i�����D�������$FFRUGLQJO\��LW�PD\�OLPLW�WKH�W\SH�RI�JLIWV
WR�WKH�WUXVW�WR�FDVK�RQO\�LQ�WKH�H[DFW�DPRXQW�RI�SUHPLXP�GXH��UHTXLUH�WKH�WUXVWHH�WR�KROG�FDVK�HDUPDUNHG�IRU
SUHPLXPV��RU�RWKHU�WUXVW�H[SHQVHV��LQ�D�QRQ�LQWHUHVW�EHDULQJ�EDQN�DFFRXQW��RU�UHTXLUH�WKH�JUDQWRU�WR�SD\
SUHPLXPV�GLUHFWO\�WR�WKH�LQVXUDQFH�FDUULHU�ZKLFK�FDQ�EH�DNLQ�WR�FDVK�RQO\�JLIWV���6SOLW�GROODU�ORDQV�FRXOG�DOVR�EH
XVHG�WR�KHOS�UHGXFH�IXWXUH�JLIW�WD[�H[SRVXUH�DVVRFLDWHG�ZLWK�VLJQLILFDQW�VL]HG�SUHPLXPV��DOWKRXJK�WKH�LQWHUHVW
SDLG�RU�DFFUXHG�RQ�WKH�ORDQV�ZRXOG�EH�UHFRJQL]HG�DV�WD[DEOH�LQFRPH�E\�WKH�OHQGHU�GXH�WR�QRQ�JUDQWRU�WUXVW
VWDWXV��SRVVLEO\�D�PRRW�SRLQW�UHODWLYH�WR�JUDQWRU�WUXVWV�FRQVLGHULQJ�WKH�SURSRVHG�Ζ5&�i������GLVFXVVHG�EHORZ��

9 &UHDWH�D�QRQ�JUDQWRU�Ζ/Ζ7�E\�UHTXLULQJ�DGYHUVH�SDUW\�FRQVHQW�WR�SD\�SUHPLXPV�ZLWK�WUXVW�LQFRPH���ΖI�LW�LV
GHVLUHG�WR�PDNH�JLIWV�WR�WKH�WUXVW�WKDW�ZLOO�RU�FRXOG�JHQHUDWH�LQFRPH��LW�FRXOG�EH�SRVVLEOH�WR�DYRLG�JUDQWRU�WUXVW
VWDWXV�XQGHU�i�����D�����E\�UHTXLULQJ�WKH�PDMRULW\�RI�WKH�EHQHILFLDULHV�KDYLQJ�D�VXEVWDQWLDO�LQWHUHVW�LQ�WKH�WUXVW�WR
FRQVHQW�WR�XVLQJ�WUXVW�LQFRPH�IRU�WKH�SD\PHQW�RI�SUHPLXPV�



3XEOLVKHG�E\�/LRQ�6WUHHW��2FWREHU�����������)RU�GLVFXVVLRQ�SXUSRVHV�RQO\���/LRQ�6WUHHW�GRHV�QRW�SURYLGH�ILQDQFLDO��WD[�RU�OHJDO�DGYLFH�DQG�QR�FRPPHQWV�
PDGH�KHUHLQ�VKRXOG�EH�FRQVWUXHG�DV�VXFK���7D[SD\HUV�VKRXOG�VHHN�ILQDQFLDO��WD[�DQG�OHJDO�DGYLFH�IURP�DQ�LQGHSHQGHQW�ILQDQFLDO��WD[�DQG�OHJDO�SURIHVVLRQDO��

3DJH���RI���

9 &UHDWH�D�JUDQWRU�Ζ/Ζ7�ZLWK�WKH�DELOLW\�WR�FRQYHUW�WR�D�QRQ�JUDQWRU�Ζ/Ζ7���7KH�LQVXUHG�FDQ�FRQVLGHU�FUHDWLQJ�D
JUDQWRU�Ζ/Ζ7�FDUHIXOO\�GUDIWHG�ZLWK�WKH�DELOLW\�WR�UHVFLQG�WKH�DSSOLFDEOH�JUDQWRU�WUXVW�SRZHUV�DQG�FRQYHUW�WR�D
QRQ�JUDQWRU�WUXVW�LI�i������LV�HQDFWHG�DV�SURSRVHG�DQG�RQJRLQJ�JLIWV�DUH�UHTXLUHG���ΖI�WKH�WD[�WUHDWPHQW�RI
JUDQWRU�Ζ/Ζ7V�XQGHU�FXUUHQW�ODZ�LV�SUHVHUYHG�ZLWK�DQ\�ILQDO�OHJLVODWLRQ��WKHQ�WKH�WUXVW�FDQ�UHPDLQ�D�JUDQWRU�Ζ/Ζ7
DQG�HQMR\�WKH�UHODWHG�DGPLQLVWUDWLYH�DQG�WD[�EHQHILWV��ΖW�PD\�EH�QHFHVVDU\�WR�DYRLG�JHQHUDWLQJ�DQG�XVLQJ�DQ\
WUXVW�LQFRPH�WR�SD\�SUHPLXPV�WR�DYRLG�i�����D�����DV�GHVFULEHG�DERYH�XQWLO�LW�LV�NQRZQ�KRZ�Ζ/Ζ7V�DQG�OLIH
LQVXUDQFH�PD\�EH�DIIHFWHG�E\�DQ\�ILQDO�OHJLVODWLRQ�

9 8VH�D�SDUWQHUVKLS�LQVWHDG�RI�DQ�Ζ/Ζ7���7KH�LQVXUHG�FDQ�FRQVLGHU�FUHDWLQJ�D�IDPLO\�OLPLWHG�OLDELOLW\�FRPSDQ\
�)//&��WR�RZQ�WKH�OLIH�LQVXUDQFH�RQ�KLV�RU�KHU�OLIH��PDNH�FDSLWDO�FRQWULEXWLRQV�WKHUHWR�DQG�JLIWV�RI�QRQ�PDQDJLQJ
PHPEHU�LQWHUHVWV�WKHUHLQ�WR�WKHLU�EHQHILFLDULHV���)//&V�FRXOG�KHOS�NHHS�D�SURSRUWLRQDO�DPRXQW�RI�WKH�GHDWK
EHQHILW�SURFHHGV�SD\DEOH�WKHUHWR�RXW�RI�WKH�LQVXUHG�PHPEHUȇV�JURVV�HVWDWH�HTXDO�WR�WKH�SURSRUWLRQDO�LQWHUHVW
KHOG�E\�PHPEHUV�RWKHU�WKDQ�WKH�LQVXUHG��ZKLOH�SURYLGLQJ�IRU�IOH[LEOH�DGPLQLVWUDWLRQ�DQG�PDQDJHPHQW�RI�WKH
XQGHUO\LQJ�DVVHWV���)RU�H[DPSOH��LI�WKH�LQVXUHG�UHWDLQHG�D����)//&�LQWHUHVW�DQG�JLIWHG�WKH�����LQWHUHVW�WR�WKHLU
EHQHILFLDULHV������RI�WKH�GHDWK�EHQHILW�RI�D�SROLF\�RZQHG�E\�DQG�SD\DEOH�WR�WKH�)//&�FRXOG�EH�NHSW�RXW�RI�KLV�RU
KHU�JURVV�HVWDWH�LY

%XW�:DLW��7KHUHȇV�0RUH��3URSRVHG�Ζ5&�i�����

7KH�:D\V�DQG�0HDQV�SURSRVDO�DOVR�FRQWDLQHG�DQRWKHU�QHZ�&RGH�VHFWLRQ��Ζ5&�i�������ZKLFK�ZRXOG�FDXVH�VDOHV�DQG�
RWKHU�WUDQVIHUV�RU�GLVSRVLWLRQV�EHWZHHQ�DQ�Ζ*7�DQG�WKH�SHUVRQ�ZKR�LV�WKH�GHHPHG�RZQHU�WKHUHRI�WR�EH�UHFRJQL]HG�
IRU�LQFRPH�WD[�SXUSRVHV���7KLV�QHZ�VHFWLRQ�ZRXOG�HIIHFWLYHO\�UHYRNH�5HYHQXH�5XOLQJ��������WKH�SUHHPLQHQW�VRXUFH�
RI�DXWKRULW\�IRU�WKH�FXUUHQW�GLVUHJDUGHG�WUHDWPHQW�RI�WUDQVDFWLRQV�EHWZHHQ�JUDQWRUV�DQG�WKHLU�Ζ*7V�IRU�LQFRPH��
WD[�SXUSRVHV��

7KH�NH\�DVSHFW�LQ�WKLV�QHZ�&RGH�VHFWLRQ�WKDW�FRXOG�LPSDFW�DQ\�Ζ/Ζ7V�LV�i������D��ZKLFK�VWDWHV��SDUDSKUDVLQJ���

ΖQ�WKH�FDVH�RI�DQ\�WUDQVIHU�RI�SURSHUW\�EHWZHHQ�D�WUXVW�DQG�WKH�SHUVRQ�ZKR�LV�WKH�GHHPHG�RZQHU�RI�WKH�WUXVW��RU�SRUWLRQ�
WKHUHRI���VXFK�WUHDWPHQW�RI�WKH�SHUVRQ�DV�WKH�RZQHU�VKDOO�EH�GLVUHJDUGHG�LQ�GHWHUPLQLQJ�ZKHWKHU�D�WUDQVIHU�LV�D�VDOH�RU�
H[FKDQJH�IRU�LQFRPH�WD[�SXUSRVHV�Y�

7KLV�SURSRVHG�QHZ�&RGH�VHFWLRQ�LV�HIIHFWLYH�IRU��

9 $Q\�VDOH�RU�RWKHU�GLVSRVLWLRQ�WKDW�RFFXUV�RQ�RU�DIWHU�WKH�GDWH�RI�HQDFWPHQW�EHWZHHQ�DQ\�WUXVW�DQG�WKH
GHHPHG�RZQHU�RI�WKH�WUXVW��RU�SRUWLRQ�WKHUHRI��UHJDUGOHVV�RI�ZKHQ�WKH�WUXVW�ZDV�FUHDWHG�
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ΖPSDFW�RI�WKH�3URSRVHG�Ζ5&�i������RQ�ΖUUHYRFDEOH�/LIH�ΖQVXUDQFH�7UXVWV�

6KRXOG�WKLV�ODZ�JR�LQWR�HIIHFW�DV�LQLWLDOO\�GUDIWHG��LQWHUHVW�UHFHLYHG�RQ�ORDQV�PDGH�WR�WKH�WUXVW��LQFOXGLQJ�VSOLW�GROODU�
ORDQV��FRXOG�EH�UHFRJQL]HG�DV�WD[DEOH�LQFRPH�DQQXDOO\�E\�WKH�LQVXUHG�OHQGHU�LI�WKH�LQVXUHG�LV�WUHDWHG�DV�WKH�GHHPHG�
RZQHU�RI�DQ�Ζ/Ζ7�IRU�LQFRPH�WD[�SXUSRVHV���$FFUXHG�LQWHUHVW�LV�JHQHUDOO\�WUHDWHG�DV�2ULJLQDO�ΖVVXH�'LVFRXQW��2Ζ'��
LQFRPH�DQG�UHFRJQL]HG�DQQXDOO\�E\�WKH�OHQGHU�DV�ZHOO�YL��$FFRUGLQJO\��LW�PD\�EH�DGYLVDEOH�WR�VWUXFWXUH�D�QHZ�Ζ/Ζ7�DV�D�
QRQ�JUDQWRU�WUXVW�LI�RQJRLQJ�VSOLW�GROODU�ORDQV�ZLOO�EH�PDGH�WR�IXQG�SUHPLXPV�VLQFH�WKH�LQFRPH�WD[�WUHDWPHQW�RI�WKH�
ORDQV�ZRXOG�EH�WKH�VDPH�DV�ZLWK�DQ\�JUDQWRU�WUXVW��EXW�LQFOXVLRQ�XQGHU�WKH�SURSRVHG�i������ZRXOG�QRW�EH�WULJJHUHG�
E\�JLIWLQJ�PRQH\�RU�SURSHUW\�WR�WKH�QRQ�JUDQWRU�WUXVW�WR�KHOS�LW�SD\�LQWHUHVW�DQG�OLPLW�IXWXUH�WD[DEOH�LQFRPH���)RU�
SUHH[LVWLQJ�JUDQWRU�Ζ/Ζ7V�ZKHUH�IXWXUH�VSOLW�GROODU�ORDQV�ZLOO�EH�PDGH�WR�IXQG�SUHPLXPV��LW�PD\�EH�DGYLVDEOH�WR�PDNH�
DV�ELJ�RI�D�JLIW�DV�SRVVLEOH�WR�WKH�WUXVW�SULRU�WR�HQDFWPHQW�WR�SURYLGH�D�VRXUFH�RI�IXWXUH�LQWHUHVW�SD\PHQWV�WR�WKH�
OHQGHU�WR�OLPLW�WD[DEOH�LQFRPH�DQG�DYRLG�KDYLQJ�WR�PDNH�IXWXUH�FRQWULEXWLRQV�WKDW�FRXOG�WULJJHU�i�������

$GGLWLRQDOO\��WKH�VDOH�RI�LQFRPH�SURGXFLQJ��DSSUHFLDWHG�SURSHUW\�WR�D�JUDQWRU�Ζ/Ζ7�WR�SURYLGH�D�VRXUFH�RI�FDVK�IORZ�
IRU�RQJRLQJ�SUHPLXPV�DQG�WKH�UHSD\PHQW�RI�GHEW�REOLJDWLRQV�LQ�NLQG�ZLWK�LQWHUHVWV�LQ�DSSUHFLDWHG�SURSHUW\�ZRXOG�
FDXVH�UHFRJQLWLRQ�RI�WD[DEOH�JDLQ�LQ�VXFK�SURSHUW\���7KHUHIRUH��LI�WUDQVIHUV�H[FHHGLQJ�WKH�JUDQWRU�LQVXUHGȇV�DYDLODEOH�
OLIHWLPH�JLIW�WD[�H[FOXVLRQ�DPRXQW�DUH�QHHGHG�WR�IXQG�SUHPLXPV��VSOLW�GROODU�ORDQV�ZLWK�QRQ�JUDQWRU�Ζ/Ζ7V�PD\�
EHFRPH�SUHIHUDEOH�WR�PLQLPL]H�WD[DEOH�LQFRPH�DQG�i������LQFOXVLRQ�ULVN���)RU�RXWVWDQGLQJ�GHEW�REOLJDWLRQV�RI�
H[LVWLQJ�JUDQWRU�Ζ/Ζ7V�ZKHUH�UHSD\PHQW�PD\�EH�PDGH�LQ�NLQG�ZLWK�LQWHUHVWV�LQ�DSSUHFLDWHG�SURSHUW\��LW�PD\�EH�
DGYLVDEOH�WR�SURFHHG�ZLWK�VXFK�UHSD\PHQW�SULRU�WR�HQDFWPHQW��LI�SRVVLEOH��DQG�FRQVLGHU�IXWXUH�VSOLW�GROODU�ORDQV��LI�
QHHGHG�DQG�IHDVLEOH��

$GGLWLRQDO�7KRXJKWV�

ΖW�PXVW�EH�XQGHUVFRUHG�WKDW�WKHVH�SRWHQWLDO�WD[�ODZ�FKDQJHV�DUH�VWLOO�MXVW�SURSRVDOV���$V�RI�WKH�SXEOLVKLQJ�RI�WKLV�
GRFXPHQW��WKH�+RXVH�KDV�\HW�WR�YRWH�RQ�DQ\�OHJLVODWLRQ�DQG�WKH�6HQDWH�KDV�\HW�WR�UHOHDVH�DQ\�SURSRVHG�WD[�ODZ�
FKDQJHV�RI�LWV�RZQ���7KHUHIRUH��WKH�VLWXDWLRQ�LV�IOXLG�DQG�OLNHO\�WR�FKDQJH�LQ�WKH�FRPLQJ�ZHHNV�DV�SURSRVHG�
OHJLVODWLRQ�FRQWLQXHV�WR�PDNH�LWV�ZD\�WKURXJK�FRPPLWWHH�DQG�PHPEHUV�RI�HDFK�FKDPEHU�RI�&RQJUHVV�FRQWLQXH�
LQWHUQDO�QHJRWLDWLRQV���0RUHRYHU��)LQVHFD��WKH�OHDGLQJ�RUJDQL]DWLRQ�WKDW�DGYRFDWHV�WR�&RQJUHVV�IRU�WD[�SROLF\�
DIIHFWLQJ�WKH�OLIH�LQVXUDQFH�DQG�ILQDQFLDO�VHFXULW\�LQGXVWU\��LV�NHHQO\�DZDUH�RI�WKH�FRQFHUQV�GLVFXVVHG�KHUHLQ�DQG�
KDV�EHHQ�DFWLYHO\�HGXFDWLQJ�PHPEHUV�RI�&RQJUHVV�RQ�WKH�LPSRUWDQFH�RI�SUHVHUYLQJ�WKH�IDYRUDEOH�WD[�WUHDWPHQW�RI�
OLIH�LQVXUDQFH�RZQHG�LQ�WUXVW�IRU�WKH�SXUSRVHV�RI�SURYLGLQJ�OLTXLGLW\�WR�KHOS�WD[SD\HUV�DGGUHVV�WKHLU�ILQDQFLDO�
VHFXULW\�JRDOV����

+RZHYHU��LW�LV�LPSRVVLEOH�WR�SUHGLFW�ZKDW�DQ\�ILQDO�OHJLVODWLRQ�ZLOO�ORRN�OLNH�DQG�QRWKLQJ�LV�ILQDO�XQWLO�WKH�3UHVLGHQW�
VLJQV�WKH�ELOO��)HHGEDFN�IURP�WKRVH�ZLWK�NQRZOHGJH�RI�WKH�VLWXDWLRQ�LQGLFDWHV�WKDW�WKH�'HPRFUDWV�DUH�HQGHDYRULQJ�WR�
SDVV�VRPHWKLQJ�E\�HQG�RI�1RYHPEHU��������$FFRUGLQJO\��LW�LV�FULWLFDO�IRU�WD[SD\HUV�WR�UHO\�RQ�WKH�JXLGDQFH�RI�WD[�DQG�
OHJDO�SURIHVVLRQDOV�UHJDUGLQJ�WKH�SRWHQWLDO�LPSDFW�RI�SURSRVHG�WD[�ODZ�FKDQJHV�RQ�WKHLU�LQGLYLGXDO�VLWXDWLRQV�DQG�
JXLGDQFH�IRU�DFWLRQV�WR�WDNH�LQ�DQWLFLSDWLRQ�WKHUHRI����

'HSHQGLQJ�RQ�LQGLYLGXDO�FLUFXPVWDQFHV��LW�PD\�EH�DGYLVDEOH�WR�FORVHO\�PRQLWRU�WKH�VLWXDWLRQ�IRU�GHYHORSPHQWV�DQG�
KROG�RII�RQ�DFWLQJ�XQWLO�LW�EHFRPHV�FOHDU�ZKDW�DQ\�ILQDO�OHJLVODWLRQ�PD\�LQFOXGH���7KDW�VDLG��LW�PD\�DOVR�EH�SUXGHQW�WR�
WDNH�ZKDW�VWHSV�DUH�QHFHVVDU\�LQ�WKH�PHDQWLPH��VXFK�DV�GUDIWLQJ�WUXVW�GRFXPHQWV��SUHSDULQJ�EXVLQHVV�HQWLW\�
LQWHUHVWV��REWDLQLQJ�TXDOLILHG�DSSUDLVDOV��HWF���WR�EH�UHDG\�DQG�DEOH�WR�LPSOHPHQW�DQ\�GHVLUHG�HVWDWH�SODQQLQJ�
GHFLVLRQV�TXLFNO\�DQG�HIIHFWLYHO\�LQ�DQWLFLSDWLRQ�RI�ILQDO�OHJLVODWLRQ�ZKHQ�WKH�WLPH�FRPHV���5HYLHZLQJ�H[LVWLQJ�Ζ/Ζ7V�
DQG�XQGHUO\LQJ�SROLFLHV�VKRXOG�EH�GRQH�WR�GHWHUPLQH�WR�ZKDW�H[WHQW�WKH�SURSRVHG�ODZV�PD\�DSSO\�DQG�ZKDW�RSWLRQV�
FRXOG�EH�FRQVLGHUHG�LQ�UHVSRQVH�JRLQJ�IRUZDUG���)OH[LELOLW\�ZLOO�EH�FUXFLDO��HVSHFLDOO\�GXULQJ�WLPHV�RI�XQFHUWDLQW\��
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i �ůƚŚŽƵŐŚ�ŝƚ�ŝƐ�ŶŽƚ�ĚĞĨŝŶĞĚ�ŝŶ�ƚŚĞ�ĐƵƌƌĞŶƚ�ƉƌŽƉŽƐĂů�ĂŶĚ�ŵĂǇ�ƌĞƋƵŝƌĞ�ĂĚĚŝƚŝŽŶĂů�ƌĞŐƵůĂƚŽƌǇ�ŐƵŝĚĂŶĐĞ�Žƌ�ĂŶ�/Z^�ƉƌŽŶŽƵŶĐĞŵĞŶƚ�ĨŽƌ�
ĐůĂƌŝĨŝĐĂƚŝŽŶ͕�ƐŽŵĞ�ĐŽŵŵĞŶƚĂƚŽƌƐ�ĞƐƚŝŵĂƚĞ�ƚŚĂƚ�ƚŚĞ�ŵĞƚŚŽĚ�ĨŽƌ�ĚĞƚĞƌŵŝŶŝŶŐ�ƚŚĞ�ƉŽƌƚŝŽŶ�ŽĨ�Ă�ƉƌĞĞǆŝƐƚŝŶŐ�ŐƌĂŶƚŽƌ�ƚƌƵƐƚ�ŝŶĐůƵĚŝďůĞ�ŝŶ�
ƚŚĞ�ŐƌĂŶƚŽƌ�ŐƌŽƐƐ�ĞƐƚĂƚĞ�ĚƵĞ�ƚŽ�ŶĞǁ�ĐŽŶƚƌŝďƵƚŝŽŶƐ�ŵĂĚĞ�ŽŶ�Žƌ�ĂĨƚĞƌ�ĞŶĂĐƚŵĞŶƚ�ĐŽƵůĚ�ďĞ�ĐŽŵƉĂƌĂďůĞ�ƚŽ�ƚŚĂƚ�ǁŚŝĐŚ�ŝƐ�ƵƐĞĚ�ĨŽƌ�
ĚĞƚĞƌŵŝŶŝŶŐ�ƚŚĞ�'ĞŶĞƌĂƚŝŽŶ�^ŬŝƉƉŝŶŐ�dƌĂŶƐĨĞƌ�;'^dͿ�/ŶĐůƵƐŝŽŶ�ZĂƚŝŽ͘�

ii�dŚĂƚ�ŝƐ͕�ƚŚĞ�ŵĞƌĞ�ƉŽƐƐŝďŝůŝƚǇ�Žƌ�ĞǆƉƌĞƐƐ�ƉŽǁĞƌ�ĐŽŶƚĂŝŶĞĚ�ŝŶ�ƚŚĞ�ƚƌƵƐƚ�ŝŶƐƚƌƵŵĞŶƚ�ƚŚĂƚ�ŝŶĐŽŵĞ�could be�ƵƐĞĚ�ƚŽ�ƉĂǇ�ƉƌĞŵŝƵŵƐ�ŽŶ�Ă�
ƉŽůŝĐǇ�ƚŚĂƚ�could be�ƉƵƌĐŚĂƐĞĚ�ďǇ�ƚŚĞ�ƚƌƵƐƚĞĞ�ŵĂǇ�ŶŽƚ�ĐĂƵƐĞ�ƚŚĞ�ŐƌĂŶƚŽƌ�ƚŽ�ďĞ�ƚƌĞĂƚĞĚ�ĂƐ�ƚŚĞ�ĚĞĞŵĞĚ�ŽǁŶĞƌ�ĨŽƌ�ŝŶĐŽŵĞ�ƚĂǆ�
ƉƵƌƉŽƐĞƐ�ƵŶĚĞƌ�/Z��Αϲϳϳ;ĂͿ;ϯͿ͘��&Žƌ�ĞǆĂŵƉůĞ͕�ŝĨ�ƚŚĞ�ƚƌƵƐƚ�ŚĂƐ�ŝŶĐŽŵĞ�ĨŽƌ�ƚĂǆ�ƉƵƌƉŽƐĞƐ�;ŝŶƚĞƌĞƐƚ͕�ĐĂƉŝƚĂů�ŐĂŝŶƐ͕�ĚŝǀŝĚĞŶĚƐ͕�ĞĂƌŶŝŶŐƐ͕�
ĞƚĐ͘Ϳ�ĂŶĚ�ƚŚĞ�ƉƌĞŵŝƵŵ�ƉĂǇŵĞŶƚ�ĞǆĐĞĞĚƐ�ƚŚĞ�ĂŵŽƵŶƚ�ŽĨ�ƐƵĐŚ�ŝŶĐŽŵĞ͕�ƚŚĞŶ�ƚŚĞ�ŐƌĂŶƚŽƌ�ĐŽƵůĚ�ďĞ�ƚƌĞĂƚĞĚ�ĂƐ�ƚŚĞ�ĚĞĞŵĞĚ�ŽǁŶĞƌ�ŽĨ�ƚŚĞ�
ĞŶƚŝƌĞ�ƚƌƵƐƚ͘��/Ĩ�ƚŚĞ�ƉƌĞŵŝƵŵ�ƉĂǇŵĞŶƚ�ŝƐ�ůĞƐƐ�ƚŚĂŶ�ƚŚĞ�ƚƌƵƐƚ͛Ɛ�ƚĂǆĂďůĞ�ŝŶĐŽŵĞ�ƚŚĞŶ�ƚŚĞ�ŐƌĂŶƚŽƌ�ĐŽƵůĚ�ďĞ�ƚƌĞĂƚĞĚ�ĂƐ�ƚŚĞ�ĚĞĞŵĞĚ�ŽǁŶĞƌ�
ŽĨ�Ă�ƉŽƌƚŝŽŶ�ŽĨ�ƚŚĞ�ƚƌƵƐƚ�;ŝƚ�ŝƐ�ƵŶĐĞƌƚĂŝŶ�ŚŽǁ�ƐƵĐŚ�ƉŽƌƚŝŽŶ�ǁŽƵůĚ�ďĞ�ĐĂůĐƵůĂƚĞĚ�ǁŚĞŶ�Ă�ƚƌƵƐƚ�ŚĂƐ�ĞǆĐĞƐƐ�ŝŶĐŽŵĞ�ŶŽƚ�ƵƐĞĚ�ƚŽ�ƉĂǇ�
ƉƌĞŵŝƵŵƐͿ͘��EŽƚĞ͕�Ă�ƚƌƵƐƚ�ŝŶƐƚƌƵŵĞŶƚ�ĞǆƉƌĞƐƐůǇ�ƉƌŽŚŝďŝƚŝŶŐ�ƚŚĞ�ƵƐĞ�ŽĨ�ŝŶĐŽŵĞ�ƚŽ�ƉĂǇ�ƉƌĞŵŝƵŵƐ�ŐĞŶĞƌĂůůǇ�ĚŽĞƐ�ŶŽƚ�ŶĞŐĂƚĞ�/Z��Α�
ϲϳϳ;ĂͿ;ϯͿ�ŝĨ�ƚƌƵƐƚ�ŝŶĐŽŵĞ�ŝƐ�ĂĐƚƵĂůůǇ�ĂƉƉůŝĞĚ�ĨŽƌ�ƐƵĐŚ�ƵƐĞ͘�^ĞĞ�ZĞǀĞŶƵĞ�ZƵůŝŶŐ�ϲϲͲϯϭϯ�ĂŶĚ�W>ZƐ�ϱϲϬϯϬϭϱϰϭϬ�͕�ϲϰϬϲϮϮϭϳϱϬ�͕�
ϴϬϬϳϬϴϬ͕�ϴϬϭϰϬϳϴ�ĂŶĚ�ϴϴϯϵϬϬϴ͘��WƌŝǀĂƚĞ�>ĞƚƚĞƌ�ZƵůŝŶŐƐ�;W>ZƐͿ�ƉƌŽǀŝĚĞ�ďŝŶĚŝŶŐ�ƉƌĞĐĞĚĞŶƚ�ŽŶůǇ�ĨŽƌ�ƚŚĞ�ƚĂǆƉĂǇĞƌ�ƚŽ�ǁŚŽŵ�ƚŚĞǇ�ĂƌĞ�
ŝƐƐƵĞĚ�ďƵƚ�ĐĂŶ�ƉƌŽǀŝĚĞ�ŝŶƐŝŐŚƚ�ŝŶƚŽ�ŚŽǁ�ƚŚĞ�/Z^�ŵĂǇ�ŝŶƚĞƌƉƌĞƚ�ĂŶĚ�ĂƉƉůǇ�ƚŚĞ�ƚĂǆ�ůĂǁƐ�ƵŶĚĞƌ�ƐŝŵŝůĂƌ�ĨĂĐƚƐ�ĂŶĚ�ĐŝƌĐƵŵƐƚĂŶĐĞƐ͘�

iii�EŽƚĞ͕�ƚŚĞ�ƐƉůŝƚ�ĚŽůůĂƌ�ůŽĂŶ�ƌĞĐĞŝǀĂďůĞ�ƌĞƉĂŝĚ�ǁŽƵůĚ�ďĞ�ŝŶĐůƵĚŝďůĞ�ŝŶ�ƚŚĞ�ŝŶƐƵƌĞĚ͛Ɛ�ŐƌŽƐƐ�ĞƐƚĂƚĞ͘���Ŷ�ĂŶĂůǇƐŝƐ�ƐŚŽƵůĚ�ƚŚĞƌĞĨŽƌĞ�ďĞ�
ĐŽŶĚƵĐƚĞĚ�ƚŽ�ĚĞƚĞƌŵŝŶĞ�ǁŚŝĐŚ�ŽƉƚŝŽŶ�ǁŽƵůĚ�ĐĂƵƐĞ�ŐƌĞĂƚĞƌ�ŝŶĐůƵƐŝŽŶ�ʹ�ŵĂŬŝŶŐ�ŶĞǁ�ŐŝĨƚƐ�ĂĨƚĞƌ�ĞŶĂĐƚŵĞŶƚ�Žƌ�ƐƉůŝƚ�ĚŽůůĂƌ�ůŽĂŶƐ͘��tŝƚŚ�
ĞǆŝƐƚŝŶŐ�/>/dƐ͕�ƚŚĞ�ƉŽůŝĐǇ�ƐŚŽƵůĚ�ďĞ�ƌĞǀŝĞǁĞĚ�ĨŽƌ�ĂĚĞƋƵĂĐǇ�ǁŝƚŚŝŶ�Ă�ƐƉůŝƚ�ĚŽůůĂƌ�ůŽĂŶ�ĂƌƌĂŶŐĞŵĞŶƚ͘��/Ĩ�ƚŚĞ�ŝŶƐƵƌĞĚ�ŝƐ�Ɛƚŝůů�ƐƵĨĨŝĐŝĞŶƚůǇ�
ŝŶƐƵƌĂďůĞ�ĂŶĚ�Ă�ŶĞǁ�ƉŽůŝĐǇ�ŝƐ�ŶĞĞĚĞĚ͕�Ă�Α�ϭϬϯϱ�ƚĂǆͲĨƌĞĞ�ĞǆĐŚĂŶŐĞ�ĐĂŶ�ďĞ�ĐŽŶƐŝĚĞƌĞĚ�ƚŽ�ĂĐƋƵŝƌĞ�Ă�ŶĞǁ�ƉŽůŝĐǇ�ĚĞƐŝŐŶĞĚ�ĂĐĐŽƌĚŝŶŐůǇ͘��
^Ɖůŝƚ�ĚŽůůĂƌ�ůŽĂŶƐ�ĂƌĞ�ƉĂǇŵĞŶƚƐ�ƚŽ�ƚŚĞ�ŽǁŶĞƌ�ŽĨ�Ă�ƉŽůŝĐǇ�ĨƌŽŵ�Ă�ŶŽŶͲŽǁŶĞƌ�ƚŽ�ĨƵŶĚ�ƉƌĞŵŝƵŵƐ͕�ƚŚĞ�ƌĞƉĂǇŵĞŶƚ�ŽĨ�ǁŚŝĐŚ�ŝƐ�ƚŽ�ďĞ�ŵĂĚĞ�
ĨƌŽŵ�Žƌ�ƐĞĐƵƌĞĚ�ďǇ�ƚŚĞ�ƉŽůŝĐǇ͛Ɛ�ĐĂƐŚ�ǀĂůƵĞ͕�ĚĞĂƚŚ�ďĞŶĞĨŝƚ�Žƌ�ďŽƚŚ͘��dŚĞƌĞ�ŵƵƐƚ�ďĞ�Ă�ƌĞĂƐŽŶĂďůĞ�ĞǆƉĞĐƚĂƚŝŽŶ�ŽĨ�ƌĞƉĂǇŵĞŶƚ�ĂŶĚ�ƚŚĞ�
ůŽĂŶƐ�ĐĂŶ�ďĞ�ĨƵůůǇ�ŶŽŶͲƌĞĐŽƵƌƐĞ�ŝĨ�ƐƚƌƵĐƚƵƌĞĚ�ƉƌŽƉĞƌůǇ͘��/Ĩ�ŝŶƚĞƌĞƐƚ�ŝƐ�ŶŽƚ�ƉĂŝĚ�Žƌ�ĂĐĐƌƵĞĚ�ŽŶ�ĞĂĐŚ�ůŽĂŶ�ĂĚǀĂŶĐĞ�Ăƚ�Ă�ƌĂƚĞ�ĞƋƵĂů�ƚŽ�Žƌ�
ŵŽƌĞ�ƚŚĂŶ�ƚŚĞ��ƉƉůŝĐĂďůĞ�&ĞĚĞƌĂů�ZĂƚĞ�;�&ZͿ�ŝŶ�ĞĨĨĞĐƚ�ƚŚĞ�ŵŽŶƚŚ�ƚŚĞ�ůŽĂŶ�ŝƐ�ŵĂĚĞ�ƚŚĞŶ�ƚƌĂŶƐĨĞƌƐ�ĂƌĞ�ŝŵƉƵƚĞĚ�ďĞƚǁĞĞŶ�ƚŚĞ�ůĞŶĚĞƌ�
ĂŶĚ�ƚŚĞ�ďŽƌƌŽǁĞƌ�ƚŽ�ĂĐĐŽƵŶƚ�ĨŽƌ�ƚŚĞ�ŝŶƐƵĨĨŝĐŝĞŶƚ�ŝŶƚĞƌĞƐƚ�ĨŽƌ�ŐŝĨƚ�ĂŶĚ�ŝŶĐŽŵĞ�ƚĂǆ�ƉƵƌƉŽƐĞƐ͘��^ĞĞ�dƌĞĂƐƵƌǇ�ZĞŐƵůĂƚŝŽŶ�Α�ϭ͘ϳϴϳϮͲϭϱ͘�

ŝǀ�WĂƌƚŶĞƌƐŚŝƉƐ�ĂƌĞ�ƐƵďũĞĐƚ�ƚŽ�ŶƵŵĞƌŽƵƐ�ƐƚĂƚƵƚĞƐ�ĂŶĚ�ƌĞŐƵůĂƚŝŽŶƐ͘�DƵĐŚ�ĂƚƚĞŶƚŝŽŶ�ŵƵƐƚ�ďĞ�ŐŝǀĞŶ�ƚŽ�ƚŚĞ�ĨŽƌŵĂůŝƚŝĞƐ�ǁŚĞŶ�ĨŽƌŵŝŶŐ�ĂŶĚ�
ĂĚŵŝŶŝƐƚĞƌŝŶŐ�ƚŚĞƐĞ�ĞŶƚŝƚŝĞƐ�ƚŽ�ĞŶƐƵƌĞ�ƚŚĞ�ƐĞŶŝŽƌ�ĨĂŵŝůǇ�ŵĞŵďĞƌ�ĂĐŚŝĞǀĞƐ�ƚŚĞ�ĚĞƐŝƌĞĚ�ŽƵƚĐŽŵĞ�ĨŽƌ�ƚƌĂŶƐĨĞƌ�ƚĂǆ�ƉƵƌƉŽƐĞƐ�ĂŶĚ�ƚŚĞ�ƌŝƐŬ�
ŽĨ�ŝŶĐůƵƐŝŽŶ�ŽĨ�ƚŚĞ�ƉĂƌƚŶĞƌƐŚŝƉ͛Ɛ�ĂƐƐĞƚƐ�ŝŶ�ŚŝƐ�Žƌ�ŚĞƌ�ŐƌŽƐƐ�ĞƐƚĂƚĞ͕�ĨŽƌ�ĞǆĂŵƉůĞ�ƵŶĚĞƌ�/Z��ΑΑ�ϮϬϯϲ�Žƌ�ϮϬϯϴ͕�ŝƐ�ŵŝŶŝŵŝǌĞĚ͘

v dŚĞ�ƉƌŽƉŽƐĂů�ĂůƐŽ�ĂŵĞŶĚƐ�/Z��Α�Ϯϲϳ;ďͿ�ƚŽ�ĞǆƉĂŶĚ�ƚŚĞ�ĚĞĨŝŶŝƚŝŽŶ�ŽĨ�Ă�ƌĞůĂƚĞĚ�ƉĂƌƚǇ�ƚŽ�ŝŶĐůƵĚĞ�ĂŶ�/'d�ĂŶĚ�ŝƚƐ�ĚĞĞŵĞĚ�ŽǁŶĞƌ�ĂŶĚ�
ĚŝƐĂůůŽǁ�ƌĞĐŽŐŶŝƚŝŽŶ�ŽĨ�ůŽƐƐĞƐ�ŽŶ�ƐĂůĞƐ�Žƌ�ŽƚŚĞƌ�ĚŝƐƉŽƐŝƚŝŽŶƐ�ďĞƚǁĞĞŶ�ƐƵĐŚ�ƉĞƌƐŽŶƐ͘�

vi�dŚĞ�ĚŝĨĨĞƌĞŶĐĞ�ďĞƚǁĞĞŶ�ƚŚĞ�ƐƚĂƚĞĚ�ƌĞĚĞŵƉƚŝŽŶ�ƉƌŝĐĞ�Ăƚ�ŵĂƚƵƌŝƚǇ͕�ǁŚŝĐŚ�ŝŶĐůƵĚĞƐ�ĂĐĐƌƵĞĚ�ŝŶƚĞƌĞƐƚ͕�ĂŶĚ�ƚŚĞ�ŝƐƐƵĞ�ƉƌŝĐĞ�ŝƐ�K/�͘��dŚĞ�
ŚŽůĚĞƌ�ŽĨ�Ă�ĚĞďƚ�ŝŶƐƚƌƵŵĞŶƚ�;ůĞŶĚĞƌͿ�ŵƵƐƚ�ŝŶĐůƵĚĞ�ŝŶ�ŐƌŽƐƐ�ŝŶĐŽŵĞ�ƚŚĞ�ƐƵŵ�ŽĨ�ĚĂŝůǇ�ƉŽƌƚŝŽŶƐ�ŽĨ�K/��;ŝŶƚĞƌĞƐƚ�ĂĐĐƌƵĞĚͿ�ƚŚƌŽƵŐŚŽƵƚ�ƚŚĞ�
ƚĂǆĂďůĞ�ǇĞĂƌ�ŝŶ�ǁŚŝĐŚ�ƚŚĞ�ŝŶƐƚƌƵŵĞŶƚ�ǁĂƐ�ŚĞůĚ͘���ĂŝůǇ�ƉŽƌƚŝŽŶƐ�ŽĨ�K/��ĂƌĞ�ĚĞƚĞƌŵŝŶĞĚ�ďǇ�ĂůůŽĐĂƚŝŶŐ�ƚŽ�ĞĂĐŚ�ĚĂǇ�ĚƵƌŝŶŐ�ĂŶ�ĂĐĐƌƵĂů�
ƉĞƌŝŽĚ�ƚŚĞ�ƌĂƚĂďůĞ�ƉŽƌƚŝŽŶ�ŽĨ�ƚŚĞ�ŝŶĐƌĞĂƐĞ�ŝŶ�ƚŚĞ�ĂĚũƵƐƚĞĚ�ŝƐƐƵĞ�ƉƌŝĐĞ�;ŝŶƚĞƌĞƐƚ�ĂĐĐƌƵĞĚ�ŝŶ�ƚŚĞ�ĐƵƌƌĞŶƚ�ƉĞƌŝŽĚͿ͘��dŚĞ�ĂĚũƵƐƚĞĚ�ŝƐƐƵĞ�
ƉƌŝĐĞ�Ăƚ�ƚŚĞ�ďĞŐŝŶŶŝŶŐ�ŽĨ�ĂŶǇ�ĂĐĐƌƵĂů�ƉĞƌŝŽĚ�ŝƐ�ƚŚĞ�ƐƵŵ�ŽĨ�ƚŚĞ�ŝƐƐƵĞ�ƉƌŝĐĞ�;ŽƌŝŐŝŶĂů�ůŽĂŶͿ�ƉůƵƐ�Ăůů�ĂĚũƵƐƚŵĞŶƚƐ�ŵĂĚĞ�ŝŶ�ƉƌŝŽƌ�ĂĐĐƌƵĂů�
ƉĞƌŝŽĚƐ�;ƉƌŝŽƌ�ĂĐĐƌƵĞĚ�ŝŶƚĞƌĞƐƚ�ƌĞĐŽŐŶŝǌĞĚͿ͘��^ĞĞ�/Z��ΑΑ�ϭϮϳϮ�ĂŶĚ�ϭϮϳϯ͘�
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