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SUHYLRXV�SRVW�UHFHVVLRQ�SHULRGV��DOWKRXJK�VRPH�PLJKW�VD\�WKDW�WKH�FODLPV�ZHUH�VORZHU�
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VLJQL¿FDQWO\���7KLV�KDV�EHHQ�HVSHFLDOO\�WUXH�RI�WKH�UDWHV�FKDUJHG�E\�ODUJHU�¿UPV�
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7KUHH�RI�WKH�VL[�LQVXUHUV�WKDW�UHSRUWHG�DQ�LQFUHDVH�LQ�WKH�QXPEHU�RI�ODUJH�FODLPV��
LQGLFDWHG�WKH�QXPEHU�RI�VXFK�FODLPV�LQFUHDVHG�E\����SHUFHQW�RU�PRUH���7KLV�LQFOXGHG�
RQH�LQVXUHU�WKDW�UHSRUWHG�D�JUHDWHU�WKDQ����SHUFHQW�LQFUHDVH�LQ�VXFK�ODUJH�FODLPV�
\HDU�RYHU�\HDU���,Q�WXUQ��WKUHH�RI�VL[�LQVXUHUV�UHSRUWLQJ�LQFUHDVHG�ODUJH�FODLP�DFWLYLW\�
LQGLFDWHG�WKH�QXPEHU�RI�VXFK�FODLPV�LQFUHDVHG�E\����SHUFHQW�RU�OHVV��

���0RVW�LQVXUHUV�KDYH�SDLG�D�FODLP�RI������PLOOLRQ�RU�PRUH��

7KH�VKDUH�RI�FODLPV�UHVXOWLQJ�LQ�PXOWL�PLOOLRQ�GROODU�SD\RXWV�FRQWLQXHV�WR�JURZ��0RUH�
WKDQ����SHUFHQW�RI�WKH�VXUYH\�SDUWLFLSDQWV����RI���LQVXUHUV��UHSRUWHG�SDUWLFLSDWLQJ�LQ�D�
FODLP�ZLWK�D�SD\PHQW�RI�����PLOOLRQ�RU�PRUH��:LWKLQ�WKLV�JURXS��IRXU�RI�WKH�VL[�LQVXUHUV�
LQGLFDWHG�WKHLU�FRPSDQ\�KDG�SDLG�RU�KDG�SDUWLFLSDWHG�LQ�SD\LQJ�D�FODLP�RI������PLOOLRQ�
RU�JUHDWHU��$OWKRXJK�LW�LV�OLNHO\�WKDW�VHYHUDO�LQVXUHUV�PD\�EH�LQYROYHG�LQ�WKH�VDPH�
FODLP�SD\RXW��LI��IRU�H[DPSOH��WKH\�DUH�SURYLGLQJ�H[FHVV�OLPLWV�RU�TXRWD�VKDULQJ�WKH�
FRYHUDJH���WKHUH¶V�VWLOO�QR�TXHVWLRQ�WKH�SURSRUWLRQ�RI�FODLPV�UHVXOWLQJ�LQ�PXOWL�PLOOLRQ�
GROODU�SD\RXWV�KDV�H[SDQGHG��
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DQG�GHIHQG�D�FDVH��7KH�DPRXQW�RI�LQVXUDQFH�FRYHUDJH�D�¿UP�SXUFKDVHV�JHQHUDOO\�
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���'HVSLWH�D�VLJQL¿FDQW�VXUJH�LQ�PDOSUDFWLFH�FODLPV�UHODWHG�WR�
�����7UXVWV�	�(VWDWHV��PRVW�FODLPV�VWLOO�FRPH�IURP�5HDO�(VWDWH�

6L[�RI�WKH�VHYHQ�LQVXUHUV�SROOHG�LGHQWL¿HG�5HDO�(VWDWH�DV�WKH�SUDFWLFH�DUHD�FRQWLQXLQJ�
WR�VHH�WKH�ODUJHVW�QXPEHU�RI�OHJDO�PDOSUDFWLFH�FODLPV��7KLV�WUHQG�LV�HYHQ�PRUH�
SURQRXQFHG�WKDQ�VXUYH\�¿QGLQJV�RI�WKH�SULRU�WZR�\HDUV�DQG�LV�DOVR�FRQVLVWHQW�ZLWK�WKH�
$%$¶V�UHFHQW�OHJDO�PDOSUDFWLFH�VWXG\��3UR¿OH�RI�/HJDO�0DOSUDFWLFH�&ODLPV���������������
UHOHDVHG�DW�WKH�HQG�RI������
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VXJJHVW�WKLV�PD\�EH�UHODWHG�WR�D�VSDWH�RI�IDLOHG�FRPPHUFLDO�UHDO�HVWDWH�GHDOV�ZKLFK�
WRRN�ORQJHU�WR�PDWXUH�WKDQ�UHVLGHQWLDO�UHODWHG�WUDQVDFWLRQV��

7UXVW�	�(VWDWH�FODLPV��PHDQZKLOH��KDYH�DOVR�EHHQ�RQ�WKH�ULVH�DQG�QRZ�UDQN�VHFRQG��
DORQJ�ZLWK�&RUSRUDWH�	�6HFXULWLHV��LQ�WHUPV�RI�SUDFWLFH�DUHDV�PRVW�OLNHO\�WR�HQFRXQWHU�D�
PDOSUDFWLFH�FODLP���%XVLQHVV�7UDQVDFWLRQV�ZDV�IRXUWK�LQ�FODLPV�IUHTXHQF\��

$QHFGRWDO�HYLGHQFH�VXJJHVWV�FODLPV�DVVRFLDWHG�ZLWK�WUXVW�DQG�HVWDWH�ZRUN�DUH�
FRQWLQXLQJ�WR�ULVH�DV�WKH�PDMRULW\�RI�MXULVGLFWLRQV�QR�ORQJHU�VKLHOG�DWWRUQH\V�IURP�
OLDELOLW\�WR�WKLUG�SDUW\�EHQH¿FLDULHV��7KHVH�MXULVGLFWLRQV�KROG�WKDW�DWWRUQH\V�PD\�RZH�
GXWLHV�WR�WKLUG�SDUW\�EHQH¿FLDULHV�RI�ZLOOV��WUXVWV�DQG�HVWDWHV�ZLWK�ZKRP�WKH\�KDYH�
QHYHU�FRQVXOWHG��

,UUHVSHFWLYH�RI�SUDFWLFH�DUHD��LQ�WKH�DJH�RI�WKH�LQWHUQHW��QHZ�FRPPXQLFDWLRQ�ULVNV�
KDYH�HPHUJHG��LQFOXGLQJ��LPSOLHG�DWWRUQH\�FOLHQW�UHODWLRQVKLSV�IURP�HPDLO�H[FKDQJHV��
ULVNV�WR�WKLUG�SDUWLHV�ZKR�UHFHLYH�IRUZDUGHG�HPDLOV��DQG�LQDGYHUWHQW�GLVFORVXUHV�WR�
XQLQWHQGHG�UHFLSLHQWV�RI�HPDLOV��$V�D�UHVXOW��DWWRUQH\V�LQ�DOO�DUHDV�RI�SUDFWLFH�QHHG�
WR�HQVXUH�WKH\�DGDSW�WKHLU�SROLFLHV�DQG�EXVLQHVV�SUDFWLFHV�WR�DFFRPPRGDWH�WKH�QHZ�
WHFKQRORJ\�DQG�QRW�LQDGYHUWHQWO\�FUHDWH�UHODWLRQVKLSV�ZLWK�WKLUG�SDUWLHV�ZKHUH�WKHUH�LV�
QR�LQWHQWLRQ�RI�UHSUHVHQWDWLRQ��
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���0RVW�IUHTXHQW�DOOHJHG�PDOSUDFWLFH�HUURU��FRQÀLFW�RI�LQWHUHVW�

$PRQJ�LQVXUHUV�SDUWLFLSDWLQJ�LQ�WKLV�\HDU¶V�VXUYH\��¿YH�RI�VHYHQ�FLWHG�FRQÀLFW�RI�
LQWHUHVW�DV�HLWKHU�WKH�¿UVW�RU�VHFRQG�PRVW�IUHTXHQW�FDXVH�RI�PDOSUDFWLFH�FODLPV���7KLV�
LV�FRQVLVWHQW�ZLWK�WKH�¿QGLQJ�IRU�WKH�SULRU�\HDU��7ZR�OLVWHG�SURFHGXUDO�HUURU�DV�¿UVW�RU�
VHFRQG��)DLOXUH�WR�NQRZ�SURSHUO\�DSSO\�ODZ�DQG�IDLOXUH�WR�¿OH�WLPHO\��HDFK�ZHUH�FLWHG�
E\�RQH�LQVXUHU�DV�WKH�PRVW�IUHTXHQW�DOOHJHG�PDOSUDFWLFH�HUURU��

���/DZ�¿UP�PHUJHUV��ODWHUDO�KLUHV�GULYLQJ�XS�PDOSUDFWLFH�FODLPV�

7KH�LPSHUDWLYH�IRU�VXUYLYDO��WKH�GULYH�WR�H[SDQG�WKH�¿UP�DQG�GHYHORS�QHZ�SUDFWLFH�
DUHDV��DQG�WKH�GHVLUH�WR�ZLQ�EXVLQHVV�KDYH�OHG�PDQ\�ODZ�¿UPV�WR�VHHN�PHUJHU�
RSSRUWXQLWLHV�RU�WR�KLUH�DWWRUQH\V�IURP�RWKHU�¿UPV���+RZHYHU��DORQJ�ZLWK�WKH�H[FLWLQJ�
SRWHQWLDO�RSSRUWXQLWLHV�JURZWK�EULQJV��VXFK�LQLWLDWLYHV�UHSUHVHQW�HOHYDWHG�ULVNV�RI�
PDOSUDFWLFH�FODLPV�LQYROYLQJ�GLYLGHG�OR\DOWLHV��FRQÀLFWV�RI�LQWHUHVW��ZLWK�UHVSHFW�WR�
ZKRP�WKH�¿UP�FDQ�DQG�VKRXOG�UHSUHVHQW���

$PRQJ�VXUYH\�SDUWLFLSDQWV�����SHUFHQW����RI���LQVXUHUV��LQGLFDWHG�H[SHULHQFLQJ�DQ�
LQFUHDVH�LQ�PDOSUDFWLFH�FODLPV�DV�D�UHVXOW�RI�PHUJHUV�DQG�ODWHUDO�KLUHV���$OO�¿YH�LQVXUHUV�
H[SHULHQFLQJ�FODLP�LQFUHDVHV�FLWHG�QHZ��ODWHUDO�KLUHG�DWWRUQH\V�±�ZKR�FRQWLQXH�WR�ZRUN�
RQ�FOLHQWV�RI�WKHLU�IRUPHU�¿UPV�ZKLOH�HPSOR\HG�DW�WKHLU�QHZ�¿UP�±�DV�FUHDWLQJ�SRWHQWLDO�
FODLP�LVVXHV����7ZR�LQVXUHUV�DOVR�LQGLFDWHG�WKDW�QHZ�DWWRUQH\V�ZHUH�QRW�WUDLQHG�RU�
VXSHUYLVHG�SURSHUO\��DQG�RQH�LQVXUHU�DOVR�WUDFHG�LVVXHV�WR�ODZ�¿UPV�QRW�UHVROYLQJ�
SRWHQWLDO�FRQÀLFWV�RI�LQWHUHVW���
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Litigation error
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���0RVW�LQVXUHUV�LQFUHDVHG�GHIHQVH�FRXQVHO�UDWHV�LQ������

,Q�������VL[�RI�WKH�VHYHQ�LQVXUHUV�LQFUHDVHG�WKH�UDWHV�WKH\�SD\�GHIHQVH�FRXQVHO��7ZR�
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7KLV�LV�D�VKLIW�IURP������ZKHQ�RQO\�WZR�RI�VL[�LQVXUHUV�SDLG�UDWHV�RI�WKLV�DPRXQW�RU�
PRUH���7ZR�RWKHU�LQVXUHUV�SDLG�UDWHV�EHWZHHQ�������������SHU�KRXU��DQG�RQH�SDLG�
UDWHV�RI��������������

&RQFOXVLRQ���)DFLQJ�ODUJHU�FODLPV��LQVXUHUV�VHHN�KLJKHU�UDWHV��PDUNHW�
FRQGLWLRQV�IDYRU�ODZ�¿UPV�ZLWK�WKH�WLJKWHVW�ULVN�FRQWUROV��

:LWK�ERWK�WKH�IUHTXHQF\�DQG�VHYHULW\�RI�PDOSUDFWLFH�FODLPV�LQFUHDVLQJ��PDQ\�LQVXUHUV�
DUH�UDLVLQJ�WKHLU�SUHPLXP�UDWHV�IRU�OHJDO�PDOSUDFWLFH�LQVXUDQFH��2XU�UHFHQW�H[SHULHQFH�
VXJJHVWV�WKDW�ODZ�¿UPV�VKRXOG�JHQHUDOO\�EXGJHW�IRU�DQ�LQFUHDVH�LQ�WKHLU�SUHPLXPV�RI�
�������SHUFHQW��,I�D�¿UP�KDV�KDG�FODLPV��WKH�VL]H�RI�WKLV�UDWH�LQFUHDVH�PD\�HYHQ�EH�
JUHDWHU���7KHVH�OLNHO\�LQFUHDVHV�PXVW��KRZHYHU��EH�NHSW�LQ�SHUVSHFWLYH�DV�UDWHV�KDYH��
XS�XQWLO������JHQHUDOO\�GHFOLQHG�IRU�D�QXPEHU�RI�\HDUV�

,V�LW�SRVVLEOH�WR�PDLQWDLQ�D�ÀDW�SUHPLXP��RU�HYHQ�ORZHU�D�¿UP¶V�SUHPLXP�RQ�UHQHZDO"�
(YHQ�WKRXJK�PRVW�¿UPV�JHQHUDOO\�ZLOO�VHH�DQ�LQFUHDVH�LQ�WKHLU�SUHPLXP�UDWH�LQ�WKLV�
KDUGHQLQJ�PDUNHW��ÀDW�UHQHZDOV�RU�VRPH�UHGXFWLRQV�PD\�EH�SRVVLEOH�LI�D�¿UP�LV�ZLOOLQJ�
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7LSV�IRU�KROGLQJ�GRZQ�/3/,�FRVWV

���6FUHHQ�\RXU�FOLHQWV�FDUHIXOO\��,I�D�SRWHQWLDO�FOLHQW�FDQQRW�DIIRUG�D�
UHWDLQHU�DJUHHPHQW�RU�KDV�DOUHDG\�VXHG�DQRWKHU�DWWRUQH\��LW�UDLVHV�
VHULRXV�UHG�ÀDJV�

���0DNH�VXUH�\RXU�¿UP�KDV�D�VWURQJ�V\VWHP�IRU�FRQÀLFW�FKHFNLQJ��
HVSHFLDOO\�LI�WKHUH�DUH�SDUWQHUV�LQ�RWKHU�RI¿FHV��'LVSDUDWH�ORFDWLRQV�
FDQ�OHDG�WR�FRQIXVLRQ�DQG�GLVRUJDQL]DWLRQ�ZLWK�UHJDUG�WR�³FOHDULQJ´�
FRQÀLFWV�

���%H�YHU\�VSHFL¿F�UHJDUGLQJ�ZKDW�ZRUN�\RX�SODQ�WR�GR�IRU�D�FOLHQW�
DQG�ZKRP�\RX¶UH�UHSUHVHQWLQJ�LQ�\RXU�HQJDJHPHQW�OHWWHU��6RPH�
DWWRUQH\V�KDYH�EHHQ�VXHG�E\�LQGLYLGXDOV�ZKRP�WKH\�GLGQ¶W�HYHQ�
FRQVLGHU�WR�EH�FOLHQWV��XQGHUVFRULQJ�WKH�LPSRUWDQFH�RI�OD\LQJ�RXW�
WKH�VSHFL¿FV�RI�HDFK�HQJDJHPHQW�LQ�ZULWLQJ�EHIRUHKDQG�LQ�RUGHU�WR�
PDQDJH�FOLHQW�H[SHFWDWLRQV�

���&RQVWUXFW�FRQFLVH�UHWDLQHU�DJUHHPHQWV��$WWRUQH\V�RIWHQ�IRUJHW�WR�
UHYLVLW�WKH�VFRSH�RI�WKH�UHWDLQHU�DJUHHPHQW�GXULQJ�DQ�HQJDJHPHQW��
DQG�FRQÀLFWV�PD\�DULVH�DV�QHZ�SDUWLHV�DUH�DGGHG�LQ�WKH�SUDFWLFH��
7KHVH�DJUHHPHQWV�VKRXOG�DOVR�LQFOXGH�FRQÀLFW�ZDLYHUV��ZKLFK�LW�
VHHPV�VRPH�WRS�GHIHQVH�¿UPV�QHJOHFW�WR�LQFOXGH��RIWHQ�DW�WKHLU�RZQ�
SHULO��

���&UDIW�D�IULHQGO\�WHUPLQDWLRQ�OHWWHU�DW�WKH�HQG�RI�HDFK�PDWWHU�RU�
HQJDJHPHQW��7KLV�LV�D�QLFH�ZD\�WR�WKDQN�WKH�FOLHQW�IRU�WKH�ZRUN��
¿QDOL]H�WKH�FXUUHQW�HQJDJHPHQW��DQG�UHTXHVW�\RXU�¿UP�EH�FDOOHG�
RQ�DV�FRXQVHO�WKH�QH[W�WLPH�WKH�FOLHQW�KDV�D�OHJDO�PDWWHU�WKH\�QHHG�
KDQGOHG���0HDQZKLOH�LW�DYRLGV�DQ\�FRQIXVLRQ�DERXW�\RXU�RQJRLQJ�UROH�

���.HHS�RQ�WRS�RI�IHHV�E\�ELOOLQJ�DQG�FROOHFWLQJ�UHJXODUO\��7KLV�KHOSV�
HOLPLQDWH�WKH�SRVVLELOLW\�RI�D�KXJH�RXWVWDQGLQJ�DPRXQW�WKDW�PLJKW�
SURPSW�D�FOLHQW�WR�VXH�DV�RSSRVHG�WR�SD\LQJ�

���$VN�ODWHUDO�KLUHV�IRU�GRFXPHQWDWLRQ�RI�WKH�LQVXUDQFH�FRYHUDJH�
PDLQWDLQHG�E\�WKHLU�IRUPHU�¿UPV���0DNH�VXUH�WKHVH�DWWRUQH\V�UHSRUW�
DQ\�SRWHQWLDO�FODLPV�WR�WKHLU�IRUPHU�¿UP¶V�LQVXUHU�EHIRUH�EULQJLQJ�
WKHP�WR�\RXU�¿UP���$QG�FRQVLGHU�DVNLQJ�\RXU�LQVXUHU�WR�DGG�WKH�
ODWHUDO�KLUH�DWWRUQH\�WR�\RXU�SROLF\�ZLWK�D�³SULRU�DFWV�GDWH�́ �VR�WKH�
DWWRUQH\�ZLOO�EH�FRYHUHG�XQGHU�\RXU�SROLF\�RQO\�IRU�PDOSUDFWLFH�
FRPPLWWHG�DIWHU�MRLQLQJ�\RXU�¿UP���

��� )LQDOO\��LI�DQ�HUURU�LV�PDGH��GRQ¶W�KLGH�\RXU�PLVWDNHV��%H�XSIURQW�DQG�
UHPHPEHU�WR�QRWLI\�\RXU�LQVXUHU���


