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5HOLDQFH�DQG�'LVFODLPHU���

7KH�SURIHVVLRQDO�DQDO\VLV�DQG�DGYLFH�LQ�WKLV�UHSRUW�KDV�EHHQ�SUHSDUHG�E\�$&,/�7DVPDQ�IRU�WKH�H[FOXVLYH�XVH�RI�WKH�SDUW\�RU�
SDUWLHV�WR�ZKRP�LW�LV�DGGUHVVHG��WKH�DGGUHVVHH��DQG�IRU�WKH�SXUSRVHV�VSHFLILHG�LQ�LW���7KLV�UHSRUW�LV�VXSSOLHG�LQ�JRRG�IDLWK�DQG�
UHIOHFWV�WKH�NQRZOHGJH��H[SHUWLVH�DQG�H[SHULHQFH�RI�WKH�FRQVXOWDQWV�LQYROYHG���7KH�UHSRUW�KDV�EHHQ�SUHSDUHG�IRU�XVH�E\�WKH�(8$$�
LQ�SUHSDULQJ�LWV�VXEPLVVLRQ�WR�WKH�16:�*RYHUQPHQW�DQG�IRU�SXEOLFDWLRQ�RQ�WKH�1(&$�$GYRFDF\�3DQHO�ZHEVLWH��$&,/�7DVPDQ�
DFFHSWV�QR�UHVSRQVLELOLW\�ZKDWVRHYHU�IRU�DQ\�ORVV�RFFDVLRQHG�E\�DQ\�SHUVRQ�DFWLQJ�RU�UHIUDLQLQJ�IURP�DFWLRQ�DV�D�UHVXOW�RI�UHOLDQFH�
RQ�WKH�UHSRUW��RWKHU�WKDQ�WKH�DGGUHVVHH��

,Q�FRQGXFWLQJ�WKH�DQDO\VLV�LQ�WKLV�UHSRUW�$&,/�7DVPDQ�KDV�HQGHDYRXUHG�WR�XVH�ZKDW�LW�FRQVLGHUV�LV�WKH�EHVW�LQIRUPDWLRQ�DYDLODEOH�
DW�WKH�GDWH�RI�SXEOLFDWLRQ��LQFOXGLQJ�LQIRUPDWLRQ�VXSSOLHG�E\�WKH�DGGUHVVHH���8QOHVV�VWDWHG�RWKHUZLVH��$&,/�7DVPDQ�GRHV�QRW�
ZDUUDQW�WKH�DFFXUDF\�RI�DQ\�IRUHFDVW�RU�SUHGLFWLRQ�LQ�WKH�UHSRUW���$OWKRXJK�$&,/�7DVPDQ�H[HUFLVHV�UHDVRQDEOH�FDUH�ZKHQ�PDNLQJ�
IRUHFDVWV�RU�SUHGLFWLRQV��IDFWRUV�LQ�WKH�SURFHVV��VXFK�DV�IXWXUH�PDUNHW�EHKDYLRXU��DUH�LQKHUHQWO\�XQFHUWDLQ�DQG�FDQQRW�EH�IRUHFDVW�
RU�SUHGLFWHG�UHOLDEO\��

$&,/�7DVPDQ�VKDOO�QRW�EH�OLDEOH�LQ�UHVSHFW�RI�DQ\�FODLP�DULVLQJ�RXW�RI�WKH�IDLOXUH�RI�D�FOLHQW�LQYHVWPHQW�WR�SHUIRUP�WR�WKH�
DGYDQWDJH�RI�WKH�FOLHQW�RU�WR�WKH�DGYDQWDJH�RI�WKH�FOLHQW�WR�WKH�GHJUHH�VXJJHVWHG�RU�DVVXPHG�LQ�DQ\�DGYLFH�RU�IRUHFDVW�JLYHQ�E\�
$&,/�7DVPDQ��

$&,/�7DVPDQ�3W\�/WG�
$%1����������������
,QWHUQHW�ZZZ�DFLOWDVPDQ�FRP�DX�

0HOERXUQH�
/HYHO������������4XHHQ�6WUHHW�
0HOERXUQH 9,& �����

7HOHSKRQH��������������������
)DFVLPLOH� ������������������
(PDLO�� PHOERXUQH#DFLOWDVPDQ�FRP�DX��

&DQEHUUD�
��������1RUWKERXUQH�$YHQXH�
7XUQHU���$&7��������
*32�%R[������
&DQEHUUD��$&7��������

7HOHSKRQH� ������������������
)DFVLPLOH� ������������������
� ������������������
(PDLO� FDQEHUUD#DFLOWDVPDQ�FRP�DX��

%ULVEDQH�
/HYHO���������&UHHN�6WUHHW�
%ULVEDQH���4/'����������
*32�%R[����
%ULVEDQH���4/'��������

7HOHSKRQH� ������������������
)DFVLPLOH� ������������������

(PDLO� EULVEDQH#DFLOWDVPDQ�FRP�DX��

�

6\GQH\�
32�%R[�����
1RUWKEULGJH���16:��������

7HOHSKRQH� ������������������
)DFVLPLOH� ������������������
(PDLO� V\GQH\#DFLOWDVPDQ�FRP�DX�

3HUWK�
/HYHO���������6W�*HRUJHV�7HUUDFH�
3HUWK���:$��������
32�%R[������
&ORLVWHUV�6TXDUH�
3HUWK���:$��������

7HOHSKRQH� ������������������
)DFVLPLOH� ������������������
(PDLO� SHUWK#DFLOWDVPDQ�FRP�DX��

'DUZLQ�
�����3DVSDOH\�3ODFH�
&XOOHQ�%D\���17���������
*32�%R[������
'DUZLQ���17��������

7HOHSKRQH� ������������������
)DFVLPLOH� ������������������

(PDLO� GDUZLQ#DFLOWDVPDQ�FRP�DX��

&KLQD�
�WK�)ORRU��2IILFH�%XLOGLQJ�&�
(DVW�/DNH�9LOODV�
���'RQJ]KLPHQZDL�0DLQ�6WUHHW�
%HLMLQJ����������3�5��&KLQD�

7HOHSKRQH� �������������������
)DFVLPLOH� �������������������
(PDLO� EHLMLQJ#DFLOWDVPDQ�FRP�DX�

0DOD\VLD�
6XLWH����������/HYHO�����82$�&HQWUH��
1R�����-DODQ�3LQDQJ��
������.XDOD�/XPSXU�

7HOHSKRQH� ������������������
)DFVLPLOH� ������������������
(PDLO����NXDOD�OXPSXU#DFLOWDVPDQ�FRP�DX�
�
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�
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&RQWHQWV�
([HFXWLYH�VXPPDU\� YLL�

)LQGLQJV� YLL�
0DUNHW�PRGHOLQJ�RI�WKH�6FKHPH� YLL�
5HFRPPHQGDWLRQV� L[�

�� ,QWURGXFWLRQ� ��

�� 2XWOLQH�RI�WKH�6FKHPH� ��
���� %DFNJURXQG� ��

������ .H\�HOHPHQWV�RI�WKH�6FKHPH� ��
���� 7UDGHU�FRQWUDFWV� ��

������ 7KH�DXFWLRQ�SURFHVV� ��
������ 5HVHUYH�SULFH� ��
������ &RQWUDFW�WHUP� ��
������ 5HVSRQVLELOLW\�IRU�H[LVWLQJ�FRQWUDFWV� ��

���� (OHFWULFLW\�XVHU�FRQVLGHUDWLRQV� ��
���� *HQHUDWRU�WUDGHU� ��

������ 3ULFLQJ�VWUXFWXUH� ��
������ 7UHDWPHQW�RI�IXHO�VXSSOLHV� ��

���� 5HWDLO�PDQDJHU� ��

�� ,VVXHV�UDLVHG�E\�WKH�6FKHPH� ��
���� 2YHUDOO�LVVXHV� ��

������ 0DUNHW�SRZHU� ��
������ 9HUWLFDO�LQWHJUDWLRQ�RI�JHQHUDWLRQ�DQG�UHWDLO� ��
������ 7KH�DXFWLRQ�SURFHVV� ��

���� *HQHUDWRU�WUDGHU�LVVXHV� ���
������ 3RUWIROLRV�DQG�PDUNHW�SRZHU� ���
������ &RPSHQVDWLRQ�IRU�JHQHUDWRU�IDLOXUH� ���
������ 0DUNHW�GLVFLSOLQH�RQ�JHQHUDWRUV� ���
������ )XHO�VXSSO\�DQG�PDUNHW�WUDGLQJ� ���
������ 7KUHH�WLHU�SULFLQJ� ���
������ 0DUNHW�DSSURDFK� ���
������ &RQWUDFW�WHUP� ���
������ 7UHDWPHQW�RI�WKH�(7()� ���

���� 5HWDLO�PDQDJHU�LVVXHV� ���
������ 5HWDLO�VWUXFWXUH�DQG�PDUNHW�SRZHU� ���
������ 7UDQVIHU�RI�FXVWRPHU�WR�SULYDWH�UHWDLOHUV� ���
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������ 7HUP�RI�UHWDLO�PDQDJHU�FRQWUDFWV� ���
������ ,PSRUWDQFH�RI�ELODWHUDO�FRQWUDFWV� ���
������ (IIHFWV�RI�IRUFHG�WUDQVIHU� ���
������ &XVWRPHU�SURWHFWLRQ� ���
������ *UHHQKRXVH�LVVXHV� ���
������ 'HPDQG�PDQDJHPHQW��'0�� ���

�� 0DUNHW�PRGHOLQJ�RI�WKH�6FKHPH� ���
���� ,QWURGXFWLRQ� ���
���� 7KH�VFHQDULRV� ���

������ %XVLQHVV�DV�XVXDO�VFHQDULR��%$8�� ���
������ =HUR�PDUJLQDO�FRVW�VFHQDULR� ���
������ /RZHU�FRQWUDFW�FRYHU�VFHQDULR� ���
������ )LYH�SRUWIROLR�VFHQDULR� ���
������ )LYH�SRUWIROLRV�ZLWK�ORZHU�FRQWUDFW�FRYHU�VFHQDULR� ���

���� .H\�PRGHOOLQJ�DVVXPSWLRQV� ���
������ /RDG�IRUHFDVW� ���
������ 7KH�VWDQGDUG�\HDU�RI�KRXUO\�ORDGV� ���
������ *HQHUDWLRQ�SODQW�FKDQJHV� ���
������ 6XSSO\�GHPDQG�EDODQFH� ���
������ ,QWHUFRQQHFWRU�FDSDFLW\� ���
������ &RQWUDFW�FRYHU� ���
������ 2WKHU�DVVXPSWLRQV� ���

���� 0RGHOLQJ�UHVXOWV� ���
������ %$8�VFHQDULR� ���
������ =HUR�PDUJLQDO�FRVW�VFHQDULR� ���
������ /RZHU�FRQWUDFW�FRYHU�VFHQDULR� ���
������ )LYH�SRUWIROLR�VFHQDULR� ���
������ )LYH�SRUWIROLRV�ZLWK�ORZHU�FRQWUDFW�FRYHU�VFHQDULR� ���

���� 0RGHOLQJ�VXPPDU\� ���

�� )LQGLQJV� ���
���� *HQHUDO� ���

������ &RQIOLFW�RI�LQWHUHVW� ���
������ 5LVN�DQG�WKH�PDUNHW� ���
������ $SSURDFK�WR�PDUNHW�SRZHU� ���
������ 7KH�DXFWLRQ�SURFHVV�DQG�SULFH�SDLG� ���

���� *HQHUDWRU�WUDGHU� ���
������ 3RUWIROLRV�DQG�PDUNHW�SRZHU� ���
������ &RPSHQVDWLRQ�IRU�JHQHUDWRU�IDLOXUH� ���
������ /RZHULQJ�LQ�PDUNHW�GLVFLSOLQH�RQ�JHQHUDWRUV� ���
������ )XHO�VXSSO\�DQG�PDUNHW�WUDGLQJ� ���
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������ 0DUNHW�DSSURDFK� ���
������ 7HUP�RI�WKH�JHQHUDWRU�WUDGHU�FRQWUDFW�� ���
������ 7UHDWPHQW�RI�(7()� ���

���� 5HWDLO�PDQDJHU� ���
������ 7UDQVIHU�RI�FXVWRPHU�WR�SULYDWH�UHWDLOHUV� ���
������ 7HUP�RI�UHWDLO�PDQDJHU�FRQWUDFWV� ���
������ ,PSRUWDQFH�RI�ELODWHUDO�FRQWUDFWV� ���
������ (IIHFWV�RI�IRUFHG�WUDQVIHU� ���
������ *UHHQKRXVH�LVVXHV� ���
������ 'HPDQG�PDQDJHPHQW��'0�� ���

�� 5HFRPPHQGDWLRQV� ���

$� 2XWOLQH�RI�3RZHU0DUN� ���

�

%R[HV��ILJXUHV��WDEOHV�DQG�FKDUWV�

)LJXUH��� 16:�SRRO�SULFHV�XQGHU�GLIIHUHQW�SRUWIROLR�VWUXFWXUHV� YLLL�
)LJXUH��� ,QFUHDVHV��LQ�WKH�16:�SRRO�SULFH�IURP�UHGXFWLRQV�LQ�FRQWUDFW�FRYHU�LQ�

WKH�ODUJHVW�SRUWIROLR��XQGHU�GLIIHUHQW�SRUWIROLR�VWUXFWXUHV� L[�
)LJXUH��� 5HYLVHG�16:�SRUWIROLR�VWUXFWXUH� ���
)LJXUH��� &XPXODWLYH�JURZWK�LQ�ORDG�DQG�FDSDFLW\�E\�UHJLRQ�²%$8��EDVH�FDVH� ���
)LJXUH��� $YHUDJH�SRRO�SULFHV�LQ�WKH�%$8�VFHQDULR� ���
)LJXUH��� 5HJLRQDO�SRRO�SULFH�FKDQJHV�EHWZHHQ�%$8�VFHQDULR�DQG�WKH�]HUR�

PDUJLQDO�FRVW�VFHQDULR� ���
)LJXUH��� 3RUWIROLR�RIIHU�FXUYH�UHSUHVHQWDWLRQ� ���
)LJXUH��� 5HJLRQDO�SRRO�SULFH�FKDQJHV�EHWZHHQ�WKH�%$8�DQG�WKH�ORZHU�FRQWUDFW�

FRYHU��IRU�0DF*HQ��VFHQDULRV� ���
)LJXUH��� 5HJLRQDO�SRRO�SULFH�FKDQJHV�EHWZHHQ�WKH�%$8�DQG�D�FDVH�ZKHUH�WKH�

FRQWUDFW�FRYHU�LV�ORZHU�IRU�DOO�WKUHH�SRUWIROLRV� ���
)LJXUH����5HYLVHG�16:�SRUWIROLR�VWUXFWXUH� ���
)LJXUH����5HJLRQDO�SRRO�SULFH�FKDQJHV�EHWZHHQ�WKH�%$8�DQG�WKH�ILYH�SRUWIROLR�

VFHQDULRV� ���
)LJXUH����5HJLRQDO�SRRO�SULFH�FKDQJHV�EHWZHHQ�WKH�ILYH�DQG�VHYHQ�SRUWIROLR�

VWUXFWXUHV� ���
)LJXUH����5HJLRQDO�SRRO�SULFH�FKDQJHV�UHVXOWLQJ�IURP�ORZHU�FRQWUDFW�FRYHU�RQ�

%D\VZDWHU�LQ�WKH�ILYH�SRUWIROLR�VFHQDULR� ���
)LJXUH����5HJLRQDO�SRRO�SULFH�FKDQJHV�EHWZHHQ�WKH�%$8�DQG�WKH�ILYH�

SRUWIROLR�ZLWK�ORZHU�FRQWUDFW�FRYHU��RQ�%D\VZDWHU��
VFHQDULRV� ���

)LJXUH����5HJLRQDO�SRRO�SULFH�FKDQJHV�UHVXOWLQJ�IURP�ORZHU�FRQWUDFW�FRYHU�RQ�
DOO�SRUWIROLRV�LQ�WKH�ILYH�SRUWIROLR�VFHQDULR� ���

)LJXUH����16:�SRRO�SULFHV�XQGHU�GLIIHUHQW�SRUWIROLR�VWUXFWXUHV� ���
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)LJXUH����&KDQJHV�LQ�WKH�16:�SRRO�SULFH�IURP�UHGXFWLRQV�LQ�FRQWUDFW�FRYHU�
XQGHU�GLIIHUHQW�SRUWIROLR�VWUXFWXUHV� ���

)LJXUH�$��3RZHU0DUN�FRQFHSWXDO�IUDPHZRUN� ���
�
7DEOH��� 3URMHFWHG�TXDUWHUO\�SHDN�GHPDQGV��0:�� ���
7DEOH��� )RUHFDVW�DQQXDO�HQHUJ\�UHTXLUHPHQWV��*:K�� ���
7DEOH��� $QQXDO�SHUFHQWDJH�JURZWK�LQ�HQHUJ\�FRQVXPSWLRQ� ���
7DEOH��� $QQXDO�SHUFHQWDJH�JURZWK�LQ�SHDN�GHPDQG� ���
7DEOH��� $GGLWLRQV�WR�DQG�ZLWKGUDZDOV�IURP�JHQHUDWLRQ�FDSDFLW\��E\�UHJLRQ� ���
7DEOH��� $VVXPHG�WRWDO�LQWHUFRQQHFWLRQ�FDSDFLW\��0:�� ���
7DEOH��� 'LVSDWFK��FDSDFLW\�IDFWRUV�DQG�VKDUHV�LQ�16:�LQ�WKH�%$8�VFHQDULR� ���
7DEOH��� ,QWHUFRQQHFWRU�IORZV�WR�DQG�IURP�16:�LQ�WKH�%$8�VFHQDULR� ���
7DEOH��� *URVV�SRRO�UHYHQXHV�LQ�WKH�%$8�VFHQDULR����PLOOLRQ�� ���
7DEOH���� &KDQJH�LQ�GLVSDWFK��FDSDFLW\�IDFWRUV�DQG�VKDUHV�EHWZHHQ�WKH�%$8�

VFHQDULR�DQG�WKH�]HUR�PDUJLQDO�FRVW�VFHQDULR� ���
7DEOH���� &KDQJH�LQ�JURVV�SRRO�UHYHQXH�EHWZHHQ�WKH�%$8�VFHQDULR�DQG�WKH�]HUR�

PDUJLQDO�FRVW�VFHQDULR� ���
7DEOH���� &KDQJH�LQ�GLVSDWFK��FDSDFLW\�IDFWRUV�DQG�VKDUHV�EHWZHHQ�WKH�%$8�

DQG�WKH�ORZHU�FRQWUDFW�FRYHU��IRU�0DF*HQ��VFHQDULRR� ���
7DEOH���� &KDQJH�LQ�JURVV�SRRO�UHYHQXH�EHWZHHQ�WKH�%$8�DQG�WKH�ORZHU�

FRQWUDFW�FRYHU��IRU�0DF*HQ��VFHQDULRV� ���
7DEOH���� &KDQJH�LQ�GLVSDWFK��FDSDFLW\�IDFWRUV�DQG�VKDUHV�EHWZHHQ�WKH�%$8�

DQG�WKH�ILYH�SRUWIROLR�VFHQDULRV� ���
7DEOH���� &KDQJH�LQ�GLVSDWFK�EHWZHHQ�WKH�ILYH�DQG�WKH�VHYHQ�SRUWIROLR�VFHQDULRV� ���
7DEOH���� &KDQJH�LQ�JURVV�SRRO�UHYHQXH�EHWZHHQ�WKH�%$8�DQG�WKH�ILYH�SRUWIROLR�

VFHQDULR� ���
7DEOH���� &KDQJH�LQ�GLVSDWFK��FDSDFLW\�IDFWRUV�DQG�VKDUHV�EHWZHHQ�WKH�%$8�

DQG�WKH�ILYH�SRUWIROLR�ZLWK�ORZHU�FRQWUDFW�FRYHU��RQ�%D\VZDWHU�� ���
7DEOH���� &KDQJH�LQ�JURVV�SRRO�UHYHQXH�EHWZHHQ�WKH�%$8�DQG�WKH�ILYH�SRUWIROLR�

ZLWK�ORZHU�FRQWUDFW�FRYHU�RQ�%D\VZDWHU�VFHQDULRV� ���
�

�



$VVHVVPHQW�RI�SURSRVHG�HQHUJ\�WUDGHU�VFKHPH�LQ�16:�

([HFXWLYH�VXPPDU\� YLL�

([HFXWLYH�VXPPDU\�

7KLV�UHSRUW�LGHQWLILHV��GLVFXVVHV�DQG�DVVHVVHV�WKH�YDULRXV�LPSDFWV�RI�SURSRVHG�
HQHUJ\�WUDGHU�VFKHPH��WKH�6FKHPH��LQ�1HZ�6RXWK�:DOHV��16:��RQ�WKH�
1DWLRQDO�(OHFWULFLW\�0DUNHW��1(0��DQG�RQ�HOHFWULFLW\�XVHUV�LQ�16:�DQG�
HOVHZKHUH��:KHUH�SRVVLEOH��HOHFWULFLW\�PDUNHW�PRGHOLQJ�KDV�EHHQ�XVHG�WR�
TXDQWLI\�WKH�LPSDFWV��

)LQGLQJV�

7KH�VXFFHVV�RI�WKH�6FKHPH��IURP�HOHFWULFLW\�XVHUV·�SHUVSHFWLYH��ZLOO�FULWLFDOO\�
GHSHQG�RQ��

�� KDYLQJ�DW�OHDVW�ILYH�DQG�QRW�WKUHH�JHQHUDWLRQ�SRUWIROLRV���

�� IRVWHULQJ�GHYHORSPHQW�RI�D�GHHSHU�ILQDQFLDO�KHGJH�PDUNHW�E\�SODFLQJ�D�OLPLW�
RQ�WKH�SDULQJ�RI�JHQHUDWLRQ�WUDGHUV�ZLWK�UHWDLO�PDQDJHUV��

�� LPSURYLQJ�UHWDLO�FRPSHWLWLRQ�E\�DZDUGLQJ�WKH�UHWDLO�PDQDJHU�FRQWUDFWV�WR�
QR�OHVV�WKDQ�WKUHH�VHSDUDWH�FRPSHWLQJ�UHWDLOHUV�RI�D�UHDVRQDEOH�VL]H��

�� HQVXULQJ�RQJRLQJ�PDUNHW�GLVFLSOLQH�LV�DSSOLHG�WR�WKH�SRZHU�VWDWLRQ�
RSHUDWLRQ�WKURXJK�DSSURSULDWH�FRQGLWLRQV�LQ�WKH�JHQHUDWRU�WUDGHU�FRQWUDFWV��

�� WKH�16:�*RYHUQPHQW�VWULNLQJ�DQ�DSSURSULDWH�EDODQFH�EHWZHHQ�UHWXUQV�DV�
RZQHUV�RI�WKH�HOHFWULFLW\�DVVHWV�DQG�GHOLYHULQJ�ORZHU�HOHFWULFLW\�SULFHV���

�� HQVXULQJ�WKDW�FRDO�SULFHV�DUH�DSSURSULDWHO\�FRQVLGHUHG�LQ�RIIHUV�WR�WKH�1(0�
E\�SULYDWH�JHQHUDWRU�WUDGHUV��

�� LQFRUSRUDWLQJ�GHPDQG�PDQDJHPHQW��'0��DV�SDUW�RI�WKH�WHQGHU�HYDOXDWLRQ�
SURFHVV��

�� GHYHORSLQJ�D�FOHDU�WHQGHU�HYDOXDWLRQ�DQG�VHOHFWLRQ�SURFHVV�WR�EH�NQRZQ�XS�
IURQW�E\�ELGGHUV��DQG�

�� GHYHORSPHQW�RI�D�PRUH�RI�D�UREXVW�PHWKRGRORJ\�WR�DYRLG�D�KHGJH�FRQWUDFW�
KLDWXV�RFFXUULQJ�DV�WKH�ILYH�\HDU�JHQHUDWRU�FRQWUDFWV�H[SLUH���

0DUNHW�PRGHOLQJ�RI�WKH�6FKHPH�

7KH�SRVVLEOH�PDUNHW�LPSDFWV�RI�WKH�6FKHPH�KDYH�EHHQ�DQDO\VHG�XVLQJ�$&,/�
7DVPDQ·V�HOHFWULFLW\�PDUNHW�PRGHO�²�3RZHU0DUN��

7KH�VFHQDULRV�PRGHOHG�DUH���

�� %XVLQHVV�DV�XVXDO��%$8����XVHG�DV�D�UHIHUHQFH�FDVH�DQG�DVVXPHV�WKH�6FKHPH�
LV�QRW�LPSOHPHQWHG��

�� =HUR�PDUJLQDO�FRVW�²�WR�TXDQWLI\�WKH�HIIHFWV�RI�WKH�SHULRGLF�SD\PHQWV�IRU�
FRDO�DVVXPLQJ�WKDW��LQ�UHVSRQVH��SULYDWH�WUDGHUV�RIIHU�FRQWUDFWHG�FDSDFLW\�DW�
]HUR��
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�� /RZHU�FRQWUDFW�FRYHU�²��WR�VWXG\�WKH�PDUNHW�SRZHU�DYDLODEOH�WR�SULYDWH�
JHQHUDWRU�WUDGHUV�XQGHU�D�WKUHH�SRUWIROLR�VWUXFWXUH��E\�HVWLPDWLQJ�WKH�
LQFUHDVH�LQ�SRRO�SULFHV�UHVXOWLQJ�IURP�WUDGHUV�UHGXFLQJ�FRQWUDFW�OHYHOV�DQG�
JDPLQJ�WKH�PDUNHW��

�� )LYH�DQG�VHYHQ�SRUWIROLRV��WR�DVVHVV�WKH�H[WHQW�RI�UHGXFWLRQ�LQ�PDUNHW�
SRZHU�SURYLGHG�E\�PRYLQJ�WR�D�ILYH�RU�VHYHQ�SRUWIROLR�VWUXFWXUH�E\�
HVWLPDWH�WKH�UHGXFWLRQ�RQ�SRRO�SULFHV�LQYROYHG��DQG�

�� )LYH�DQG�VHYHQ�SRUWIROLRV�ZLWK�ORZHU�FRQWUDFW�FRYHU�²�WR�HYDOXDWH�WKH�OHYHO�
RI�SURWHFWLRQ�IURP�JHQHUDWRU�PDUNHW�SRZHU�RIIHUHG�E\�D�ILYH�RU�VHYHQ��
SRUWIROLR�VWUXFWXUH��E\�TXDQWLI\LQJ�WKH�DELOLW\�RI�SRUWIROLRV�WR�LQIOXHQFH�SRRO�
SULFHV�E\�UHGXFLQJ�FRQWUDFW�FRYHU��

7KH�PRGHOLQJ�FOHDUO\�GHPRQVWUDWHV�WKDW�WKHUH�LV�D�VLJQLILFDQW�SRWHQWLDO�EHQHILW�
IURP�WKH�6FKHPH�E\�PRYLQJ�WR�VWUXFWXUH�ZLWK�DW�OHDVW�ILYH�JHQHUDWLRQ�SRUWIROLRV�
DV�LOOXVWUDWHG�LQ�)LJXUH�����

)LJXUH��� 16:�SRRO�SULFHV�XQGHU�GLIIHUHQW�SRUWIROLR�VWUXFWXUHV�
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)LYH�VPDOOHU�SRUWIROLRV ������ ������ ������ ������ ������

6HYHQ�VLQJOH�VWDWLRQ�SRUWIROLRV ������ ������ ������ ������ ������

������� ������� ������� ������� �������

�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

7KLV�ODUJH�UHGXFWLRQ�LQ�SRRO�SULFH�E\�PRYLQJ�WR�D�ILYH�SRUWIROLR�VWUXFWXUH��
KLJKOLJKWV�WKH�GHJUHH�WR�ZKLFK�WKH�FXUUHQW�WKUHH�SRUWIROLR�VWUXFWXUH�NHHSV�SULFHV�
DUWLILFLDOO\�KLJK�RYHU�WKH�SURMHFWLRQ�SHULRG��

$�VWUXFWXUH�ZLWK�ILYH�RU�VHYHQ�JHQHUDWLRQ�SRUWIROLRV�UHGXFHV�WKH�DELOLW\�RI�DQ\�
RQH�SRUWIROLR�WR�SURILWDEO\�JDPH�WKH�PDUNHW����)LJXUH����VKRZV�WKDW��ZLWK�D�ILYH�
SRUWIROLR�VWUXFWXUH��D�ILYH�SHUFHQWDJH�SRLQW�UHGXFWLRQ�LQ�WKH�ODUJHVW�SRUWIROLR�
�%D\VZDWHU��LQFUHDVHV�SULFH�E\�IDU�OHVV�WKDQ�XQGHU�WKH�%$8�ZKHUH�0DF*HQ�FDQ�
KDYH�D�VLJQLILFDQW�LPSDFW�RQ�SULFH��7KH�DGGHG�SURWHFWLRQ�DJDLQVW�XVH�RI�PDUNHW�
SRZHU�RI�PRYLQJ�WR�D�VHYHQ�SRUWIROLR�VWUXFWXUH�LV�PLQLPDO���
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�)LJXUH��� ,QFUHDVHV��LQ�WKH�16:�SRRO�SULFH�IURP�UHGXFWLRQV�LQ�FRQWUDFW�FRYHU�
LQ�WKH�ODUJHVW�SRUWIROLR��XQGHU�GLIIHUHQW�SRUWIROLR�VWUXFWXUHV�
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)LYH��SRUWIROLRV ����� ����� ����� ����� �����

6HYHQ�SRUWIROLRV� ����� ����� ����� ����� �����
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�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

5HFRPPHQGDWLRQV�

7KH�IROORZLQJ����UHFRPPHQGDWLRQV�VKRZ�KRZ�WKH�NH\�IHDWXUHV�RI�WKH�6FKHPH�
ZRXOG�QHHG�WR�EH�DGGUHVVHG�LQ�RUGHU�IRU�WKH�VFKHPH�WR�EH�DFFHSWDEOH�WR�
HOHFWULFLW\�XVHUV�DQG�WR�SUHVHUYH�WKH�FULWLFDOO\�LPSRUWDQW�FKDUDFWHULVWLFV�RI�WKH�
FRPSHWLWLYH�PDUNHW����

5HFRPPHQGDWLRQ���� $W�OHDVW�ILYH��QRW�WKUHH��JHQHUDWLRQ�SRUWIROLRV�EH�RIIHUHG�
WR�SULYDWH�JHQHUDWRU�WUDGHUV�WR�PLWLJDWH�SRWHQWLDO�PDUNHW�
SRZHU���

5HFRPPHQGDWLRQ���� 5HVHUYH�SULFHV�WR�EH�NHSW�VHFUHW�DQG�VHW�WR�DFKLHYH�DQ�
DSSURSULDWH�EDODQFH�EHWZHHQ�DXFWLRQ�UHWXUQV�DQG�
FRPSHWLWLYH�HOHFWULFLW\�SULFHV�QRW�MXVW�WR�PD[LPL]H�
JRYHUQPHQW�UHWXUQV��

5HFRPPHQGDWLRQ���� $OO�H[LVWLQJ�DQG�QHZ�FRDO�FRQWUDFWV�VKRXOG�EH�XQGHU�WKH�
WRWDO�FRQWURO�RI�WKH�SULYDWH�UHWDLO�WUDGHU��ZLWK�DQ\�QHZ�
FRQWUDFWV�H[WHQGLQJ�EH\RQG�WKH�H[SLU\�RI�WKH�WUDGHU�
FRQWUDFW�WR�EH�DSSURYHG�E\�JRYHUQPHQW�DQG�SDVV�EDFN�WR�
WKH�JRYHUQPHQW�DW�H[SLU\�RI�WKH�JHQHUDWRU�WUDGHU�
FRQWUDFW��

5HFRPPHQGDWLRQ���� (QFRXUDJH�RQJRLQJ�LQFUHDVHG�HIILFLHQF\�LQ�WKH�SRZHU�
VWDWLRQ�RSHUDWLRQ�LQ�WKH�JHQHUDWRU�WUDGHU�FRQWUDFWV��ZLWK�
DSSURSULDWH�LQFHQWLYHV�DQG�SHQDOWLHV�SD\DEOH�E\�DQG�WR�
WKH�JHQHUDWRU�WUDGHU���

5HFRPPHQGDWLRQ���� 7R�IRVWHU�WKH�GHYHORSPHQW�RI�D�GHHSHU�ILQDQFLDO�KHGJH�
PDUNHW��D�OLPLW�VKRXOG�EH�SODFHG�RQ�WKH�DPRXQW�RI�
JHQHUDWLRQ�FDSDFLW\�ZKLFK�FDQ�EH�SDLUHG�ZLWK�UHWDLO�
WUDGHUV��
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5HFRPPHQGDWLRQ���� ,Q�UHFRJQLWLRQ�RI�WKH�LPSRUWDQFH�RI�UHWDLO�FRPSHWLWLRQ��
WKH�6FKHPH�VKRXOG�DZDUG�WKH�UHWDLO�PDQDJHPHQW�
FRQWUDFWV�WR�QR�OHVV�WKDQ�WKUHH�VHSDUDWH�UHWDLOHUV���

5HFRPPHQGDWLRQ���� )XUWKHU�GHWDLOHG�FRQVLGHUDWLRQ�EH�JLYHQ�WR�WKH�OLNHO\�
DGYHUVH�HIIHFWV�RQ�WKH�KHGJH�PDUNHW�RI�WKH�H[SLU\�RI�WKH�
ILYH�\HDU�JHQHUDWRU�WUDGHU�FRQWUDFWV��DQG�GHYHORS�DQG�
SXEOLVK�PLWLJDWLRQ�VWUDWHJLHV�EHIRUH�SURFHHGLQJ�ZLWK�WKH�
6FKHPH���

5HFRPPHQGDWLRQ���� 3URYLGH�DQ�RSWLRQ�IRU�FRQWUDFW�FXVWRPHUV�WR�WUDQVIHU�WR�D�
UHWDLOHU�RI�FKRLFH��LI�WKHUH�LV�XQVDWLVIDFWRU\�SHUIRUPDQFH�
E\�WKH�FKRVHQ�SULYDWH�UHWDLO�PDQDJHU��

5HFRPPHQGDWLRQ���� 3URYLGH��XS�IURQW��WKH�UXOHV�ZKLFK�ZLOO�JRYHUQ�WKH�OHWWLQJ�
RI�WKH�WUDGHU�FRQWUDFWV��LQFOXGLQJ�WKH�SURFHVV�WR�EH�XVHG�
WR�FRPSDUH�ELGV��

5HFRPPHQGDWLRQ�����&OHDUO\�GHILQH�WKH�DSSURDFK�WR�EH�WDNHQ�ZLWK�WUDQVIHU�RI�
JUHHQKRXVH�JDV�DEDWHPHQW�FRQWUDFWV��

5HFRPPHQGDWLRQ�����7KDW�WKH�WHQGHU�GRFXPHQWV�IRU�WKH�JHQHUDWRU�WUDGHU�DQG�
UHWDLO�PDQDJHU�FRQWUDFWV�LQFRUSRUDWH�D�UHTXHVW�IRU�ELGGHUV�
WR�RXWOLQH�WKH�'0�VWUDWHJLHV�WKDW�WKH\�LQWHQG�WR�DGRSW�
DQG�WKDW�WKHVH�UHVSRQVHV�EH�JLYHQ�DQ�DSSURSULDWH�
ZHLJKWLQJ�LQ�WKH�ELG�HYDOXDWLRQ�SURFHVV���

5HFRPPHQGDWLRQ�����(QVXUH�WKDW�'0�LV�DGHTXDWHO\�DGGUHVVHG�LQ�WKH�SURSRVHG�
16:�622�E\�LQFOXGLQJ�DQ�DVVHVVPHQW�RI�'0�
RSSRUWXQLWLHV�DQG�DSSURSULDWH�LQFRUSRUDWLRQ�LQ�WKH�ORDG�
IRUHFDVW����

5HFRPPHQGDWLRQ�����&RQVLGHUDWLRQ�VKRXOG�EH�JLYHQ�WR�DSSO\LQJ�WKH�(7()�
IXQGV�WR�HQFRXUDJH�JUHDWHU�'0�E\�VWDWH�RZQHG�UHWDLOHUV��
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,QWURGXFWLRQ� ��

�� ,QWURGXFWLRQ�

7KH�(QHUJ\�8VHUV�$VVRFLDWLRQ�RI�$XVWUDOLD��(8$$��KDV�HQJDJHG�$&,/�
7DVPDQ�WR�XQGHUWDNH�DQ�DVVHVVPHQW�RI�WKH�LPSDFWV�RI�WKH�SURSRVHG�HQHUJ\�
WUDGHU�VFKHPH��WKH�6FKHPH��LQ�1HZ�6RXWK�:DOHV��16:��RQ�WKH�1DWLRQDO�
(OHFWULFLW\�0DUNHW��1(0��DQG�RQ�HOHFWULFLW\�XVHUV�LQ�16:�DQG�HOVHZKHUH��7KH�
UHSRUW�KDV�EHHQ�IXQGHG�E\�D�JUDQW�IURP�WKH�1DWLRQDO�&RQVXPHUV�$GYRFDF\�
3DQHO�RI�WKH�1DWLRQDO�(OHFWULFLW\�&RGH�$GPLQLVWUDWRU��1(&$��DQG�LV�WR�
SURYLGH�WKH�IRXQGDWLRQ�IRU�D�VXEPLVVLRQ�WR�WKH�16:�JRYHUQPHQW�RQ�WKH�
6FKHPH�IURP�WKH�(8$$�RQ�EHKDOI�RI�HOHFWULFLW\�XVHUV���

7KH�UHSRUW�LGHQWLILHV��GLVFXVVHV�DQG�DVVHVVHV�WKH�YDULRXV�DVSHFWV�RI�WKH�6FKHPH��
ZKLFK�DUH�OLNHO\�WR�LPSDFW�WKH�1(0�DQG�HOHFWULFLW\�XVHUV��DQG�ZKHUH�
DSSURSULDWH��XVHV�PDUNHW�PRGHOLQJ�WR�TXDQWLI\�WKH�LPSDFWV���

$&,/�7DVPDQ·V�3RZHU0DUN�PRGHO�RI�WKH�1(0�KDV�EHHQ�XVHG�WR�HYDOXDWH�WKH�
SRVVLEOH�SULFH�DQG�RWKHU�HIIHFWV�RI�WKH�6FKHPH���3RZHU0DUN�LV�D�PDUNHW�
VLPXODWLRQ�PRGHO��ZKLFK�SURGXFHV�KRXUO\�UHJLRQDO�UHIHUHQFH�SULFHV��SRRO�
SULFHV��DQG�VWDWLRQ�GLVSDWFK���,Q�WKH�PRGHO��JHQHUDWLRQ�SRUWIROLRV�DUH�RSWLPLVHG�
XVLQJ�D�1DVK�HTXLOLEULXP�DSSURDFK�DQG�VHWWOHG�XVLQJ�D�OLQHDU�SURJUDP�VLPLODU�WR�
WKDW�XVHG�E\�WKH�1DWLRQDO�(OHFWULFLW\�0DUNHW�0DQDJHPHQW�&RPSDQ\�
�1(00&2���
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�

�� 2XWOLQH�RI�WKH�6FKHPH�

���� %DFNJURXQG�

$�'LVFXVVLRQ�3DSHU�RQ�WKH�SURSRVHG�HQHUJ\�WUDGHU�VFKHPH��WKH�6FKHPH��
HQWLWOHG�´$�5LVN�0DQDJHPHQW�3URSRVDO�IRU�1HZ�6RXWK�:DOHV��(OHFWULFLW\�
%XVLQHVVHVµ�ZDV�ILUVW�UHOHDVHG�E\�WKH�16:�*RYHUQPHQW�LQ�'HFHPEHU���������
$�)XUWKHU�'LVFXVVLRQ�3DSHU�ZLWK�WKH�VDPH�WLWOH�ZDV�UHOHDVHG�LQ�0D\��������,W�LV�
WKLV�)XUWKHU�'LVFXVVLRQ�3DSHU��ZKLFK�LV�EHLQJ�HYDOXDWHG�LQ�WKLV�UHSRUW��

7KH�VWDWHG�DLP�RI�WKH�6FKHPH�LV�WR�WUDQVIHU��WKURXJK�D�FRQWUDFW�DXFWLRQ�
DUUDQJHPHQW��WKH�ILQDQFLDOO\�KLJK�ULVN�WDVN�RI�ZKROHVDOH�HOHFWULFLW\�WUDGLQJ��IURP�
WKH�VWDWH�RZQHG�JHQHUDWRUV�DQG�UHWDLOHUV�WR�WKH�SULYDWH�VHFWRU��7KH�*RYHUQPHQW�
ZRXOG�UHWDLQ�WKH�RZQHUVKLS�DQG�RSHUDWLRQDO�FRQWURO�RI�WKH�SRZHU�VWDWLRQV���7KH�
*RYHUQPHQW�EHOLHYHV�WKDW�WKH�VFKHPH�ZLOO�VXEVWDQWLDOO\�UHGXFH�HOHFWULFLW\�
PDUNHW�ULVNV�IRU�WD[SD\HUV��

������ .H\�HOHPHQWV�RI�WKH�6FKHPH�

7KH�6FKHPH�DV�RXWOLQHG�LQ�WKH�)XUWKHU�'LVFXVVLRQ�3DSHU�KDV�WKH�IROORZLQJ�WZR�
NH\�HOHPHQWV��

�� FRQWUDFWLQJ�RXW�WR�SULYDWH�JHQHUDWRU�WUDGHUV��WKH�PDUNHW�WUDGLQJ�HOHPHQWV�RI�
HDFK�RI�WKH�WKUHH�VWDWH�RZQHG�JHQHUDWLRQ�FRUSRUDWLRQV��DQG�

�� FRQWUDFWLQJ�RXW�WR�SULYDWH�UHWDLO�PDQDJHUV��WKH�PDUNHW�WUDGLQJ�HOHPHQWV�RI�
HDFK�RI�WKH�VWDWH�RZQHG�UHWDLO�FRUSRUDWLRQV�LQFOXGLQJ�WUDQVIHU�RI�WKH�UHWDLO�
PDQDJHPHQW�RI�DOO�FRQWUDFWHG��RU�QHJRWLDWHG��FXVWRPHUV�WR�WKH�VXFFHVVIXO�
SULYDWH�UHWDLO�PDQDJHUV��

���� 7UDGHU�FRQWUDFWV�

7KH�6FKHPH��LI�LPSOHPHQWHG��ZRXOG�VHH�WKH�OHWWLQJ�RI�D�VHULHV�RI�JHQHUDWRU�
WUDGHU�DQG�UHWDLO�PDQDJHU�FRQWUDFWV�WR�WKH�SULYDWH�VHFWRU���7KHVH�FRQWUDFWV�
ZRXOG�VHH�WKH�FDSDFLW\�RI�WKH�VWDWH�RZQHG�JHQHUDWRUV�EHLQJ�RIIHUHG�LQWR�WKH�
1(0�E\�SULYDWH�JHQHUDWRU�WUDGHUV�DQG�WKH�UHWDLO�PDUNHW�KHGJH�WUDGLQJ�DQG�
FRQWUDFWHG�UHWDLO�FXVWRPHU�RSHUDWLRQV�RI�WKH�VWDWH�RZQHG�UHWDLOHUV�WUDQVIHUUHG�
WR�WKH�SULYDWH�UHWDLO�PDQDJHUV��

������ 7KH�DXFWLRQ�SURFHVV�

$V�FXUUHQWO\�HQYLVDJHG�WKH�DZDUGLQJ�RI�JHQHUDWRU�WUDGHU�DQG�UHWDLO�PDQDJHU�
FRQWUDFWV�ZLOO�EH�EDVHG�RQ�D�VLPXOWDQHRXV��FRPELQDWRULDO�DXFWLRQ�SURFHVV�ZLWK�
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D�SUHIHUHQFH�IRU�WHQGHULQJ�RXW�JHQHUDWLRQ�DQG�UHWDLO�ULJKWV�DW�WKH�VDPH�WLPH��
7KLV�ZRXOG�DOORZ�SULYDWH�WUDGHUV�WR�ELG�IRU�FRPELQDWLRQV�RI�JHQHUDWRU�WUDGHU�
DQG�UHWDLO�PDQDJHU�FRQWUDFWV��VXEMHFW�WR�DQ\�7UDGH�3UDFWLFHV�$FW�LVVXHV��DQG�
PD[LPL]H�WKH�YDOXH�RI�WKH�DXFWLRQV��

������ 5HVHUYH�SULFH�

3ULRU�WR�WKH�DXFWLRQ��WKH�JRYHUQPHQW�ZRXOG�VHW�UHVHUYH�SULFHV�IRU�HDFK�WUDGHU�
FRQWUDFW���,W�LV�QRW�DEVROXWHO\�FOHDU�IURP�WKH�)XUWKHU�'LVFXVVLRQ�3DSHU�KRZ�WKLV�
ZLOO�EH�GRQH���,W�VHHPV�WKDW�WKH�UHVHUYH�SULFH�ZRXOG�HLWKHU���

�� UHIOHFW�WKH��ULVN�DGMXVWHG��YDOXH�RI�UHWDLQLQJ�WKH�WUDGLQJ�ULJKWV��RU��

�� FRYHU�WKH�FRVWV�RI�HOHFWULFLW\�SURGXFWLRQ�DQG�GHOLYHU\�DQG�WR�PHHW�WKH�
SXEOLF�VHFWRU·V�DQWLFLSDWHG�HDUQLQJV�IURP�WUDGLQJ��DGMXVWHG�IRU�WKH�UHGXFWLRQ�
LQ�ULVN��

������ &RQWUDFW�WHUP�

7KH�LQLWLDO�WUDGHU�FRQWUDFWV�ZRXOG�EH�IRU�D�WHUP�RI�ILYH�\HDUV���,I�FRQWLQXHG��
UHSODFHPHQW�JHQHUDWRU�WUDGHU�FRQWUDFWV�ZRXOG�EH�WHQGHUHG�ZHOO�LQ�DGYDQFH�RI�
WKH�H[SLU\�RI�WKH�LQLWLDO�WUDGLQJ�FRQWUDFWV�WR�PLQLPLVH�DQ\�UHVXOWLQJ�
GLVFRQWLQXLWLHV�LQ�WKH�HOHFWULFLW\�KHGJH�PDUNHW���

������ 5HVSRQVLELOLW\�IRU�H[LVWLQJ�FRQWUDFWV��

8OWLPDWH�UHVSRQVLELOLW\�IRU�H[LVWLQJ�FRDO��PDUNHW�KHGJH�DQG�UHWDLO�FXVWRPHU�
FRQWUDFWV�ZRXOG�UHPDLQ�ZLWK�WKH�VWDWH�RZQHG�EXVLQHVVHV�EXW�EH�DGPLQLVWHUHG�
E\�WKH�SULYDWH�WUDGHUV�WKURXJK�´PLUURUHGµ�FRQWUDFWV���$Q\�QHZ�FRDO��PDUNHW�
KHGJH�RU�UHWDLO�FXVWRPHU�FRQWUDFWV�HQWHUHG�E\�WKH�WUDGHUV�ZLOO�UHPDLQ�WKH�
UHVSRQVLELOLW\�RI�WKH�HQHUJ\�WUDGHUV�HYHQ�DIWHU�H[SLU\�RI�WKH�WUDGLQJ�FRQWUDFWV��

���� (OHFWULFLW\�XVHU�FRQVLGHUDWLRQV�

7KH�ULJKWV�RI�UHWDLO�FXVWRPHUV�DQG�WKH�UHVSRQVLELOLWLHV�RI�VWDWH�RZQHG�UHWDLOHUV�
XQGHU�H[LVWLQJ�UHWDLO�VDOHV�FRQWUDFWV�DUH�SUHVHUYHG�ZLWK�WKH�SULYDWH�UHWDLO�
PDQDJHUV�SURYLGLQJ�UHWDLO�VHUYLFHV�XQGHU�UHWDLO�DJHQF\�DJUHHPHQWV���+RZHYHU��
FXVWRPHUV�ZLOO�EH�IRUFHG�WR�DFFHSW�WKH�VXFFHVVIXO�UHWDLO�PDQDJHUV�DV�WKHLU�
UHWDLOHUV�XQWLO�H[SLU\�RI�WKH�H[LVWLQJ�UHWDLO�VDOHV�FRQWUDFWV�ZLWK�WKH�VWDWH�RZQHG�
UHWDLOHUV���7KH�YLHZ�H[SUHVVHG�LQ�WKH�)XUWKHU�'LVFXVVLRQ�3DSHU�LV�WKDW�WKH�
SULYDWH�UHWDLO�PDQDJHUV�KDYH�D�VWURQJ�LQFHQWLYH�WR�UHWDLQ�WKH�FRQWUDFW�FXVWRPHUV�
E\�SURYLGLQJ�KLJK�TXDOLW\�VHUYLFHV��

6PDOO�FXVWRPHUV�FKRRVLQJ�WR�UHPDLQ�RQ�UHJXODWHG�HOHFWULFLW\�WDULIIV�ZLOO�
FRQWLQXH�WR�UHFHLYH�UHWDLO�VHUYLFHV�IURP�WKH�VWDWH�RZQHG�UHWDLOHUV�VXSSRUWHG�E\�
WKH�(OHFWULFLW\�7DULII�(TXDOLVDWLRQ�)XQG��(7()����8QGHU�WKH�6FKHPH�WKH�
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JHQHUDWRU�WUDGHUV�ZRXOG�EH�UHVSRQVLEOH�IRU�WRSSLQJ�XS�WKH�(7()�ZKHQ�
UHTXLUHG��

���� *HQHUDWRU�WUDGHU��

7KH�FXUUHQW�SUHIHUUHG�SRVLWLRQ�LV�WR�KDYH�WKUHH�JHQHUDWRU�WUDGHUV�OLQNHG�WR�WKH�
WKUHH�H[LVWLQJ�VWDWH�RZQHG�JHQHUDWLRQ�SRUWIROLRV��EXW�WKH�RSWLRQ�RI�KDYLQJ�
PRUH�JHQHUDWRU�WUDGHUV�ZLWK�OHVV�JHQHUDWLRQ�FDSDFLW\�KDV�QRW�EHHQ�FRPSOHWHO\�
UXOHG�RXW���+RZHYHU��UHJDUGOHVV�RI�WKH�JHQHUDWLRQ�SRUWIROLRV�RIIHUHG�WR�WKH�
SULYDWH�JHQHUDWRU�WUDGHUV��WKH�WKUHH�VWDWH�RZQHG�JHQHUDWLRQ�FRUSRUDWLRQV�ZLOO�EH�
UHWDLQHG�WR�RZQ�DQG�RSHUDWH�WKH�SRZHU�VWDWLRQV��

������ 3ULFLQJ�VWUXFWXUH�

7KH�SULFH�WR�EH�SDLG�XQGHU�WKH�JHQHUDWRU�WUDGHU�FRQWUDFWV�WKH�ZLOO�FRQVLVW�RI�
WKUHH�HOHPHQWV��

�� D�IL[HG�SHULRGLF�SD\PHQW�IRU�DFFHVV�WR�WKH�JHQHUDWLRQ�FDSDFLW\���

�� D�SHULRGLF�SD\PHQW�WR�FRYHU�JHQHUDWRU�FRVWV�RI�FRDO�FRQWUDFWV��DQG�

�� SHULRGLF�SD\PHQW�WR�FRYHU�UXQQLQJ�FRVWV�DJUHHG�XS�IURQW�DQG�SDLG�RQ�D�IHH�
IRU�VHUYLFH�EDVLV��

������ 7UHDWPHQW�RI�IXHO�VXSSOLHV�

7KH�SUHIHUUHG�RSWLRQ�IRU�IXHO�VXSSO\�LV�WKDW���

�� 7KH�VWDWH�RZQHG�JHQHUDWRUV�FRQWLQXH�FRQWUDFWLQJ�ZLWK�FRDO�FRPSDQLHV�IRU�
ORQJHU�WHUP�VXSSO\�EH\RQG�WKH�WHUP�RI�WKH�JHQHUDWRU�WUDGHU�FRQWUDFWV�
EHFDXVH��LW�LV�DUJXHG���WKH\�KDYH�D�VWURQJ�LQFHQWLYH�WR�NHHS�FRDO�FRVWV�ORZ�
EHFDXVH�WKH�IXWXUH�RI�WKH�SRZHU�VWDWLRQ�ZLOO�EH�GHWHUPLQHG�E\�ZKHWKHU�
SULYDWH�WUDGHUV�EHOLHYH�WKH�SODQW�LV�FRPSHWLWLYH��

�� 7KH�SULYDWH�JHQHUDWRU�WUDGHUV�WDNH�UHVSRQVLELOLW\�IRU�H[LVWLQJ�FRDO�VXSSO\�
WKURXJK�FRDO�VXSSO\�FRQWUDFWV�ZKLFK�PLUURUHG�WKH�H[LVWLQJ�FRDO�VXSSO\�
FRQWUDFWV�LQ�DJJUHJDWH�DQG�PDNH�SHULRGLF�SD\PHQWV�WR�WKH�VWDWH�RZQHG�
JHQHUDWRU�WR�FRYHU�WKH�H[LVWLQJ�FRDO�FRQWUDFW�FRVWV��

�� 7KH�SULYDWH�JHQHUDWRU�WUDGHUV�KDYH�UHVSRQVLELOLW\�IRU�DUUDQJLQJ�VKRUW�WHUP�
IXHO�SXUFKDVHV��DOWKRXJK�WKH�WUDGHUV�ZRXOG�UHWDLQ�UHVSRQVLEOH�IRU�DQ\�FRDO�
FRQWUDFW�VWLOO�LQ�HIIHFW�DW�WKH�WHUPLQDWLRQ�RU�H[SLU\�RI�WKHLU�JHQHUDWRU�WUDGHU�
FRQWUDFWV��

$Q�DOWHUQDWLYH�WR�WKH�PLUURU�FRQWUDFWV�IRU�PDQDJLQJ�H[LVWLQJ�FRDO�FRQWUDFWV�
LGHQWLILHG�LQ�WKH�)XUWKHU�'LVFXVVLRQ�3DSHU��LV�WR�UHTXLUH�WKH�SULYDWH�JHQHUDWRU�
WUDGHU�WR�ELG�HDFK�JHQHUDWLRQ�SRUWIROLR�WR�GLVSDWFK�D�PLQLPXP�PRQWKO\�YROXPH�
RI�HOHFWULFLW\�WKDW�PDWFKHV�WKH�YROXPH�RI�FRQWUDFWHG�FRDO�VXSSOLHV�IRU�WKDW�
PRQWK��
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���� 5HWDLO�PDQDJHU�

7KH�6FKHPH�LQYROYHV�DXFWLRQLQJ�WKH�ZKROHVDOH�WUDGLQJ�RSHUDWLRQV�RI�HDFK�RI�
WKH�VWDWH�RZQHG�UHWDLOHUV�DORQJ�ZLWK�WKH�UHWDLO�PDQDJHPHQW�RI�WKHLU�FRQWUDFW��RU�
QHJRWLDWHG��FXVWRPHUV���,W�LV�FXUUHQWO\�H[SHFWHG�WKDW�WKHVH�DXFWLRQV�ZRXOG�EH�
KHOG�DW�WKH�VDPH�WLPH�DV�WKH�JHQHUDWRU�WUDGHU�DXFWLRQV�WR�SURYLGH�WKH�SULYDWH�
ELGGHUV�ZLWK�WKH�RSSRUWXQLW\�WR�ELG�IRU�D�FRPELQDWLRQ�LI�JHQHUDWRU�DQG�UHWDLO�
WUDGHUV��

7KH�SULYDWH�UHWDLO�PDQDJHUV�ZRXOG�DVVXPH�UHVSRQVLELOLW\�IRU�SURYLGLQJ�UHWDLO�
VHUYLFHV�WR�WKH�FRQWUDFWHG�FXVWRPHUV�XQGHU�UHWDLO�DJHQF\�FRQWUDFWV�ZLWK�WKH�
VWDWH�RZQHG�UHWDLOHUV���+RZHYHU��WKH�VWDWH�RZQHG�UHWDLOHUV�ZRXOG�UHPDLQ�WKH�
OHJDO�FRXQWHUSDUWLHV�XQWLO�WKH�H[LVWLQJ�UHWDLO�VXSSO\�FRQWUDFWV�H[SLUH���

7KH�UHWDLO�DJHQF\�FRQWUDFWV�ZRXOG�SUHVFULEH�PLQLPXP�VHUYLFH�VWDQGDUGV�IRU�
H[LVWLQJ�FRQWUDFW�FXVWRPHUV��,Q�DGGLWLRQ��WKH�SULYDWH�UHWDLO�PDQDJHUV�ZRXOG�
QHHG�WR�EH�OLFHQVHG�16:�UHWDLOHUV�VR�WKH\�ZRXOG�KDYH�WR�FRPSO\�ZLWK�
DGGLWLRQDO�FXVWRPHU�SURWHFWLRQ�PHDVXUHV�LQFOXGLQJ�D�FXVWRPHU�FRGH�RI�
FRQGXFW��D�UHTXLUHPHQW�WR�GLVFORVH�PLQLPXP�ELOOLQJ�DQG�FKDUJLQJ�LQIRUPDWLRQ�
DQG�DQ�REOLJDWLRQ�WR�DGRSW�FXVWRPHU�GLVSXWH�UHVROXWLRQ�SURFHGXUHV��

$W�H[SLU\�RI�WKH�UHWDLO�PDQDJHU�FRQWUDFWV��WKH�SULYDWH�UHWDLO�PDQDJHUV�UHWDLQ�DOO�
FRQWUDFWV�FXUUHQW�DW�WKDW�WLPH���7KLV�VXJJHVWV�WKDW��DSDUW�IURP�D�VPDOO�QXPEHU�
RI�H[LVWLQJ�ORQJ�WHUP�UHWDLO�FXVWRPHU�FRQWUDFWV�ZKLFK�KDYH�QRW�H[SLUHG��WKH�
JRYHUQPHQW�ZLOO�QR�ORQJHU�KDYH�FRQWURO�RI�WKH�UHWDLO�PDQDJHU�EXVLQHVVHV���,W�LV�
QRW�FOHDU�IURP�WKH�)XUWKHU�'LVFXVVLRQ�3DSHU�KRZ�WKH�JRYHUQPHQW�ZLOO�EH�LQ�D�
SRVLWLRQ�WR�UH�DXFWLRQ�WKHVH�UHWDLO�PDQDJHU�EXVLQHVVHV���+RZHYHU��WKH�
*RYHUQPHQW�ZRXOG�DSSHDU�WR�KDYH�OHIW�RSHQ�WKH�RSWLRQ�RI�WKH�VWDWH�RZQHG�
JHQHUDWRUV�DQG�RU�UHWDLOHUV�EX\LQJ�EDFN�WKH�ORQJ�WHUP�KHGJH�DQG�RWKHU�
FRQWUDFWV�IURP�WKH�SULYDWH�WUDGHUV�DW�H[SLU\�RI�WKHLU�WUDGHU�FRQWUDFWV��
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�

�� ,VVXHV�UDLVHG�E\�WKH�6FKHPH�

7KHUH�DUH�PDQ\�SRVVLEOH�LPSOLFDWLRQV�IRU�HOHFWULFLW\�XVHUV�HPDQDWLQJ�IURP�WKH�
6FKHPH���7KH�NH\�DPRQJ�WKHVH�LV�WKH�SRVVLEOH�FKDQJHV�LQ�DSSURDFK�SULYDWH�
JHQHUDWRU�WUDGHUV�DUH�OLNHO\�WR�LPSOHPHQW�LQ�RIIHULQJ�WKH�SRZHU�VWDWLRQV�LQWR�WKH�
1(0�DQG�QHJRWLDWLQJ�KHGJH�FRQWUDFWV�ZLWK�UHWDLO�PDQDJHUV���7KHVH�DFWLYLWLHV�
FRXOG�UHVXOW�LQ�DQ�LQFUHDVH�LQ�ZKROHVDOH�SULFHV�DQG�XOWLPDWHO\�DQ�LQFUHDVH�LQ�
HOHFWULFLW\�SULFHV�WR�FRQVXPHUV�SDUWLFXODUO\�LI�WKH�H[LVWLQJ�WKUHH�JHQHUDWLRQ�
SRUWIROLRV�DUH�RIIHUHG�LQWDFW��2QH�RSWLRQ�DYDLODEOH�WR�SULYDWH�JHQHUDWRU�WUDGHUV�
ZRXOG�EH�WR�UHGXFH�WKH�OHYHO�RI�FRQWUDFW�FRYHU�WR�IUHH�XS�FDSDFLW\�ZKLFK�FRXOG�
WKHQ�EH�VWUDWHJLFDOO\�ZLWKGUDZQ�WR�VXSSRUW�KLJKHU�UHJLRQDO�SRRO�SULFHV��7KLV�NH\�
DVSHFW�RI�WKH�VFKHPH�KDV�EHHQ�TXDQWLILHG�XVLQJ�PDUNHW�PRGHOOLQJ�DV�GLVFXVVHG�
LQ�6HFWLRQ���������

&XUUHQWO\�16:�LV�D�ODUJH�QHW�LPSRUWHU�RI�SRZHU�IURP�4XHHQVODQG��9LFWRULD�
DQG�6QRZ\�HYHQ�WKRXJK�WKH�FDSDFLW\�IDFWRUV�EHLQJ�DFKLHYHG�E\�LWV�EDVH�ORDG��
FRDO�ILUHG�SRZHU�VWDWLRQV�DUH�JHQHUDOO\�ORZHU�WKDQ�WKH�4XHHQVODQG�EODFN�FRDO�
VWDWLRQV�DQG�WKH�9LFWRULDQ�EURZQ�FRDO�VWDWLRQV����$�SULYDWH�JHQHUDWRU�WUDGHU��LQ�
DWWHPSWLQJ�WR�VXSSRUW�KLJKHU�SRRO�SULFHV��ZRXOG�EH�XQOLNHO\�WR�LQFUHDVH�
GLVSDWFK�IURP�WKH�16:�VWDWLRQV�SDUWLFXODUO\�LI�WKH�SULFH�SDLG�IRU�WKH�FDSDFLW\�LV�
UHODWLYHO\�ORZ�EDVHG�RQ�FXUUHQW�ORZ�GLVSDWFK�OHYHOV���$V�VXFK�WKHUH�ZLOO�EH�D�
JUHDWHU�SUREDELOLW\�RI�JHQHUDOO\�KLJKHU�SULFHV�DQG�SHUKDSV�HYHQ�DQ�LQFUHDVHG�
FKDQFH�RI�SULFH�VSLNHV�

7KH�6FKHPH�VKRXOG�QRW�ORVH�VLJKW�RI�WKH�IDFW�WKDW�D�PDUNHW�LQFRUSRUDWLQJ�UHWDLO�
FRQWHVWDELOLW\�FRPELQHG�ZLWK�JHQXLQH�FRPSHWLWLRQ�DPRQJ�JHQHUDWRUV�RIIHUV�WKH�
EHVW�FKDQFH�IRU�DFKLHYLQJ�WKH�ORZHVW�SRVVLEOH�HOHFWULFLW\�SULFHV�ZKLOH��LPSURYLQJ�
VHUYLFH�TXDOLW\���7KLV�GRHV�QRW�DGG�WR�FRQVXPHU�ULVN�EXW�PLQLPLVHV�LW���7KH�
TXHVWLRQ�IRU�WKH�16:�*RYHUQPHQW�VKRXOG�EH�ZKHWKHU�SHRSOH�DQG�EXVLQHVVHV�
JDLQ�D�JUHDWHU�FRQVXPHU�VXUSOXV�WKURXJK�ORZHU�HOHFWULFLW\�SULFHV�DV�HOHFWULFLW\�
FRQVXPHUV��RU�WKURXJK�KLJKHU�UHWXUQV�IURP�VWDWH�RZQHG�JHQHUDWRUV�DQG�
UHWDLOHUV�DV�WD[SD\HUV���7KH�EXLOG�XS�LQ�(7()�FOHDUO\�VKRZV��IRU�H[DPSOH��WKDW�
UHJXODWHG�WDULIIV�DUH�KLJKHU�WKDQ�WKH�PDUNHW�ZRXOG�GHOLYHU�WR�FRQVXPHUV��

���� 2YHUDOO�LVVXHV�

7KH�16:�*RYHUQPHQW�KDV�D�VHULRXV�FRQIOLFW�RI�LQWHUHVW��ZKLFK�FRXOG�
SRWHQWLDOO\�DFW�DJDLQVW�WKH�LQWHUHVWV�RI�HOHFWULFLW\�XVHUV���2Q�WKH�RQH�KDQG��LW�LV�
NHHQ�WR�SURYLGH�HQKDQFHG�UHWXUQV�IRU�LWV�SRZHU�VWDWLRQV�E\�H[WUDFWLQJ�DV�KLJK�D�
SULFH�DV�SRVVLEOH�IRU�WKH�JHQHUDWRU�WUDGHUV�DQG�UHWDLO�PDQDJHU�FRQWUDFWV��ZKLOH�
RQ�WKH�RWKHU�KDQG��LW�LV�NHHQ�WR�IRVWHU�FRPSHWLWLYH�HOHFWULFLW\�SULFHV���
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)XUWKHUPRUH��XQOLNH�WKH�1(0��WKH�6FKHPH�GRHV�QRW�VHHP�WR�EH�FRQFHUQHG�
ZLWK�SURYLGLQJ�LPSURYHG�SULFHV�DQG�TXDOLW\�RI�VXSSO\�WR�HOHFWULFLW\�XVHUV��EXW�LV�
IRFXVVHG�RQ�UHGXFLQJ�*RYHUQPHQW�HOHFWULFLW\�PDUNHW�ULVN�H[SRVXUH��

7KH�)XUWKHU�'LVFXVVLRQ�3DSHU�DVVHUWV�WKDW�WKH�6FKHPH·V�SULPDU\�SXUSRVH�LV�WR�
WUDQVIHU�PDUNHW�ULVN�IURP�WKH�SXEOLF�WR�SULYDWH�VHFWRU��ZKLFK�LV�EHVW�HTXLSSHG�
WR�PDQDJH�WKHVH�PDUNHW�ULVNV���,W�LV�DFNQRZOHGJHG�WKDW�D�FDUHIXOO\�EDODQFHG�
DVVHVVPHQW�DQG�PDQDJHPHQW�RI�ULVNV�KDV�SRWHQWLDO�WR�GHOLYHU�EHQHILWV�WR�
FRQVXPHUV�WKURXJK�ORZHU�SULFHV���$�ULVN�DYHUVH�DSSURDFK��ZKLFK�LV�SUREDEO\�
PRUH�OLNHO\�WR�EH�SXUVXHG�E\�JRYHUQPHQW��LV�OLNHO\�WR�UHVXOW�LQ�KLJKHU�SULFHV�WR�
FRQVXPHUV�DV�JRYHUQPHQW�HQWLWLHV�VHHN�WR�FRYHU�RII�DOO�SRVVLEOH�ULVNV�UHJDUGOHVV�
RI�KRZ�UHPRWH�WKH�SRVVLELOLW\�RI�WKHP�RFFXUULQJ���

7KH�)XUWKHU�'LVFXVVLRQ�3DSHU�GRHV�QRW�SURYLGH�D�GLVFXVVLRQ�RI�WKH�YDULRXV�
1(0�SDUWLFLSDQW�ULVNV�EXW�UHFRJQLVHV�WKDW�WKH�SULFHV�RIIHUHG�E\�SULYDWH�SDUWLHV�
IRU�WKH�JHQHUDWRU�WUDGHUV�DQG�UHWDLO�PDQDJHUV�ZLOO�LQFRUSRUDWH�DQ�DOORZDQFH�IRU�
WKH�ULVNV�LQYROYHG���7KH�*RYHUQPHQW�ZLOO�RQO\�EH�EHWWHU�RII�LI�LW�KDV�D�KLJKHU�
DYHUVLRQ�WR�ULVN�WKDQ�WKDW�WKH�SULYDWH�ELGGHUV��

,Q�IDFW��PDUNHW�SULFH�ULVN�FDQ�EH�PDQDJHG�E\�ILQDQFLDO�KHGJHV�SURYLGHG�WKDW�
DSSURSULDWH�FRXQWHUSDUWLHV�DUH�DYDLODEOH�IRU�ZKROHVDOH�HQHUJ\�WUDGLQJ���%\�
DOORZLQJ�D�SULYDWH�SDUW\�WR�JDLQ�FRQWURO�RI�ERWK�JHQHUDWLRQ�FDSDFLW\�DQG�UHWDLO�
FXVWRPHUV�LV�OLNHO\�WR�UHGXFH�WKH�GHSWK�RI�WKH�ILQDQFLDO�PDUNHW��PDNLQJ�LW�PRUH�
GLIILFXOW�WR�ILQG�VXLWDEOH�FRQWUDFW�FRXQWHUSDUWLHV�WKHUHE\�H[SRVLQJ�PDUNHW�
SDUWLFLSDQWV�WR�JUHDWHU�SULFH�ULVNV���

$Q�HIIHFWLYH�ILQDQFLDO�KHGJH�PDUNHW�LV�FKDUDFWHULVHG�E\�QDUURZ�EX\�VHOO�SULFH�
VSUHDGV�DQG�WKLV�LV�RQO\�OLNHO\�WR�EH�DFKLHYHG�LI�WKH�PDUNHW�KDV�VXIILFLHQW�GHSWK�
DV�GHWHUPLQHG�E\�PDUNHW�VL]H�DQG�QXPEHU�RI�WUDQVDFWLRQV���7KH�HIIHFWLYH�
ZLWKGUDZDO�RI�ODUJH�TXDQWLWLHV�RI�JHQHUDWLRQ�FDSDFLW\�IURP�WKH�ILQDQFLDO�KHGJH�
PDUNHW��DV�LV�OLNHO\�LI�D�SULYDWH�SDUW\�JDLQHG�FRQWURO�RYHU�JHQHUDWLRQ�FDSDFLW\�DQG�
UHWDLO�FXVWRPHUV��LV�OLNHO\�WR�UHVXOW�LQ�LQFUHDVHG�EX\�VHOO�SULFH�VSUHDGV��OHVV�
WUDGLQJ��JUHDWHU�SULFH�YRODWLOLW\�DQG�SRWHQWLDOO\�KLJKHU�SULFHV���

7KH�EDODQFH�EHWZHHQ�VXSSO\�DQG�GHPDQG�LQ�WKH�1(0�LV�D�FULWLFDO�ULVN�IDFWRU�
IRU�SDUWLFLSDQWV�DQG�WKH�6FKHPH�ZLOO�QRW�DOOHYLDWH�WKLV�ULVN�IRU�WKH�*RYHUQPHQW�
DV�RZQHU�DQG�RSHUDWRU�RI�WKH�JHQHUDWLRQ�FDSDFLW\���1R�SDUWLFLSDQW�KDV�FRQWURO�
RYHU�WKLV�ULVN�IDFWRU��

(TXLSPHQW�UHOLDELOLW\��JHQHUDWLRQ��WUDQVPLVVLRQ�DQG�GLVWULEXWLRQ��FDQ�EH�D�ULVN�
IDFWRU��EXW�JHQHUDOO\�LW�FDQ�EH�PDQDJHG�E\�VRXQG�PDQDJHPHQW�DQG�
PDLQWHQDQFH�SUDFWLFHV���7KH�6FKHPH��KRZHYHU��DWWHPSWV�WR�UHPRYH�WKH�VWDWH�
RZQHG�JHQHUDWRUV�IURP�WKH�ULJRXUV�RI�WKH�PDUNHW�DQG��DV�VXFK��LQ�WKH�RSLQLRQ�
RI�PDQ\�LQFUHDVHV�WKH�ULVN�RI�SODQW�IDLOXUH��

������ 0DUNHW�SRZHU��

7KH�SRVVLEOH�H[HUFLVH�RI�PDUNHW�SRZHU�LV�D�UHDO�FRQFHUQ�WR�HOHFWULFLW\�XVHUV�LI��
XQGHU�WKH�6FKHPH��WKH�FDSDFLW\�RI�HDFK�RI�WKH�WKUHH�ODUJH�VWDWH�RZQHG�
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JHQHUDWLRQ�SRUWIROLRV�LQ�16:�LV�WUDQVIHUUHG�LQWDFW�WR�WKH�SULYDWH�VHFWRU���7KLV�
KDV�SRWHQWLDO�WR�EH�UDLVHG�DV�DQ�LVVXH�XQGHU�WKH�7UDGH�3UDFWLFHV�$FW��73$��DV�LW�
PD\�EH�VHHQ�DV�KDYLQJ�SRWHQWLDO�WR�UHVXOW�LQ�KLJKHU�HOHFWULFLW\�SULFHV�WKDQ�ZRXOG�
KDYH�RFFXUUHG�LQ�D�PRUH�DSSURSULDWH�FRPSHWLWLYH�HQYLURQPHQW���7KH�PDUNHW�
SRZHU�SUREOHP�IRU�FRQVXPHUV�ZRXOG�EH�H[DFHUEDWHG�LI�WKH�ZLQQLQJ�ELG�ZDV�
IURP�DQ�H[LVWLQJ�JHQHUDWRU�LQ�DQRWKHU�VWDWH��SDUWLFXODUO\�LI�WKH�73$�FDQQRW�EH�
UHOLHG�XSRQ�WR�SURYLGH�DGHTXDWH�SURWHFWLRQ�IRU�HOHFWULFLW\�XVHUV��

,W�ZRXOG�EH�XQIRUWXQDWH�LI�WKH�16:�*RYHUQPHQW��LQ�VHHNLQJ�WR�PD[LPLVH�WKH�
SULFH�IRU�DFFHVV�WR�LWV�JHQHUDWLRQ�FDSDFLW\��GRHV�QRW�JLYH�VHULRXV�FRQVLGHUDWLRQ�
WR�VSOLWWLQJ�WKH�JHQHUDWLRQ�SRUWIROLRV�LQ�RUGHU�WR�HQKDQFH�WKH�RXWFRPH�IRU�
HOHFWULFLW\�XVHUV��

.HHQ�FRPSHWLWLRQ�DPRQJ�UHWDLOHUV�LV�D�FULWLFDO�HOHPHQW�LQ�DFKLHYLQJ�GHVLUDEOH�
PDUNHW�RXWFRPHV�IRU�HOHFWULFLW\�XVHUV��5HWDLO�PDUNHW�SRZHU�ZHWKHU�WKURXJK�
QXPEHU�DQG�RU�VL]H�RI�UHWDLOHUV��UHWDLOHU�OLQNV�ZLWK�JHQHUDWLRQ�RU�UHODWLRQVKLSV�
EHWZHHQ�UHWDLOHUV�DQG�GLVWULEXWRUV�KDV�QRW�EHHQ�DGGUHVVHG�DGHTXDWHO\�LQ�WKH�
IXUWKHU�'LVFXVVLRQ�3DSHU�DQG�ZLOO�QHHG�FDUHIXO�FRQVLGHUDWLRQ�LQ�DVVHVVLQJ�WKH�
VXFFHVVIXO�UHWDLOHUV���$�NH\�HOHPHQW�RI�WKH�6FKHPH�VKRXOG�EH�WR�HQVXUH�
HQKDQFHG�FRPSHWLWLRQ�DPRQJ�UHWDLOHUV�VR�WKDW�UHWDLO�PDUJLQV�DUH�NHSW�LQ�FKHFN�
DQG�WKHUH�LV�D�VWURQJ�LQFHQWLYH�IRU�UHWDLOHUV�WR�NHHS�ZKROHVDOH�SULFHV�DV�ORZ�DV�
SRVVLEOH���)LQDOO\��D�PDUNHW�ZKHUH�WKHUH�DUH�D�UHDVRQDEOH�QXPEHU�RI�UHWDLOHUV��
FHUWDLQO\�QRW�OHVV�WKDQ�WKUHH��SURYLGHV�D�JRRG�SODWIRUP�IRU�WKH�IXUWKHU�
GHHSHQLQJ�RI�ILQDQFLDO�PDUNHWV�ZKLFK�DUH�VR�HVVHQWLDO�IRU�UHWDLOHUV�DQG�
JHQHUDWRU�WUDGHUV�WR�PDQDJH�WKHLU�PDUNHW�ULVN�H[SRVXUH��

�

������ 9HUWLFDO�LQWHJUDWLRQ�RI�JHQHUDWLRQ�DQG�UHWDLO�

7KH�FRPELQDWRULDO�DXFWLRQ�SURFHVV�LV�OLNHO\�WR�UHVXOW�LQ�WKH�RQH�SULYDWH�VHFWRU�
HQWLW\�JDLQLQJ�FRQWURO�RI�ERWK�D�JHQHUDWRU�WUDGHU�DQG�D�UHWDLO�PDQDJHU���%HFDXVH�
RI�WKH�REYLRXV�V\QHUJLHV�LQ�KDYLQJ�FRQWURO�RI�ERWK�VLJQLILFDQW�JHQHUDWLRQ�
FDSDFLW\�DQG�D�ODUJH�VHFWLRQ�RI�WKH�UHWDLO�PDUNHW��SULYDWH�ELGGHUV�FDQ�EH�
H[SHFWHG�WR�ELG�KLJKHU�SULFHV�IRU�WKHVH�FRPELQDWLRQV�RI�DVVHWV�UDWKHU�WKDQ�DV�
LQGLYLGXDO�EXVLQHVVHV�DQG�WKLV�LQ�WXUQ�ZRXOG�QDWXUDOO\�EH�DWWUDFWLYH�WR�WKH�16:�
*RYHUQPHQW��

7KLV�VLWXDWLRQ�LV�FRPPRQ�LQ�WKH�8QLWHG�.LQJGRP�EXW�QRW�LQ�$XVWUDOLD���,W�LV�
OLNHO\�WR�LPSDFW�RQ�KRZ�WKH�JHQHUDWLRQ�FDSDFLW\�LV�RIIHUHG�LQWR�WKH�1(0���
+RZHYHU��SURYLGHG�WKHUH�LV�VXIILFLHQW�JHQHUDWLRQ�DQG�UHWDLO�FRPSHWLWLRQ�DQG�WKH�
SULFH�SDLG�IRU�WKH�WUDGHU�DQG�UHWDLO�EXVLQHVVHV�LV�QRW�H[FHVVLYH��WKH�FRPELQDWLRQ�
RI�JHQHUDWLRQ�DQG�UHWDLO�FRXOG�ZHOO�EHQHILW�HOHFWULFLW\�XVHUV�E\�GHOLYHULQJ�ORZHU�
SRRO�DQG�KHGJH�FRQWUDFW�SULFHV�E\�UHPRYLQJ�WKH�QHHG�IRU�PXFK�RI�WKH�WUDGLQJ�
RSHUDWLRQ��
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2Q�WKH�QHJDWLYH�VLGH�IRU�HOHFWULFLW\�XVHUV��DOORZLQJ�FRPELQHG�JHQHUDWLRQ�DQG�
UHWDLO�EXVLQHVVHV�ZRXOG�UHGXFH�LQ�WKH�GHSWK�RI�WKH�ILQDQFLDO�KHGJH�PDUNHW�ZLWK�
WKH�FRPELQHG�JHQHUDWLRQ�UHWDLO�EXVLQHVVHV�RSWLQJ�WR�FDUU\�WKHLU�RZQ�LQWHUQDO�
SULFH�KHGJLQJ�DUUDQJHPHQWV���7KLV�UHGXFWLRQ�LQ�GHSWK�RI�WKH�ILQDQFLDO�KHGJH�
PDUNHW�ZLOO�LQFUHDVH�WKH�SULFH�ULVN�IRU�RWKHU�UHWDLOHUV�ZLWKRXW�JHQHUDWLRQ�
EHFDXVH�FRPSHWLWLYH�KHGJH�FRQWUDFW�FRXQWHUSDUWLHV�ZLOO�EH�PRUH�GLIILFXOW�WR�
ILQG�DQG�KHGJH�FRQWUDFW�SULFHV�DUH�OLNHO\�WR�EH�KLJKHU����

7KLV�LV�QRW�JRRG�QHZV�IRU�HOHFWULFLW\�XVHUV�DV�LW�ZLOO�UHGXFH�FRPSHWLWLRQ�LQ�ERWK�
JHQHUDWLRQ�DQG�UHWDLO�PDUNHWV�DQG�LV�OLNHO\�WR�UHVXOW�LQ�KLJKHU��OHVV�VWDEOH�
HOHFWULFLW\�SULFHV���

������ 7KH�DXFWLRQ�SURFHVV�

7KH�VLPXOWDQHRXV�FRPELQDWRULDO�DXFWLRQ�SURFHVV�KDV�WKH�SRWHQWLDO�RI�GHOLYHULQJ�
XQDFFHSWDEOH�OHYHO�RI�PDUNHW�SRZHU�WR�SULYDWH�WUDGHUV�WR�WKH�SRVVLEOH�GHWULPHQW�
RI�HOHFWULFLW\�XVHUV���7KLV�ZRXOG�HPHUJH�DV�D�UHVXOW�RI�WKH�JRYHUQPHQW�VHHNLQJ�
WR�PD[LPLVH�LWV�ILQDQFLDO�SRVLWLRQ�IURP�WKH�DXFWLRQ���7KHUH�LV�DOVR�WKH�ULVN�WKDW�
WKH�FRVW�RI�ZLQQLQJ�WKH�JHQHUDWRU�WUDGHU�DQG�RU�UHWDLO�PDQDJHU�FRQWUDFWV�ZLOO�
UHVXOW�LQ�KLJKHU�SULFHV�IRU�HOHFWULFLW\�XVHUV�DV�SULYDWH�WUDGHUV�VHHN�WR�UHFRYHU�
WKHVH�FRVWV��

7KH�DXFWLRQ�SURFHVV��DV�GHVFULEHG�LQ�WKH�)XUWKHU�'LVFXVVLRQ�3DSHU��DOORZV�
PXOWLSOH�ELGV�IRU�DQ\�FRPELQDWLRQ�RI�JHQHUDWRU�WUDGHUV�DQG�UHWDLO�PDQDJHUV�
ZKLFK�LV�OLNHO\�WR�EH�SUREOHPDWLF�IRU�JRYHUQPHQW�ZLWK�PDQ\�SRVVLEOH�ELG�
FRPELQDWLRQV�SRWHQWLDOO\�UDLVLQJ�VHULRXV�SURELW\�LVVXHV��%HFDXVH�WKHUH�LV�D�ODUJH�
QXPEHU�RI�SRVVLEOH�FRPELQDWLRQV�RI�UHWDLO�PDQDJHUV�DQG�JHQHUDWRU�WUDGHUV�
ZKLFK�FRXOG�DWWUDFW�ELGV��WKH�*RYHUQPHQW�ZLOO�QHHG�WR�FOHDUO\�H[SODLQ�XS�IURQW�
KRZ�LW�LQWHQGV�WR�VHOHFW�WKH�ZLQLQJ�ELGV�WR�HQVXUH�WKDW�QR�OHJDO�DFWLRQ�LV�WDNHQ�
E\�XQVXFFHVVIXO�ELGGHUV�DIWHU�WKH�ZLQQLQJ�ELGV�DUH�DQQRXQFHG���6XFK�OHJDO�
FKDOOHQJHV�FRXOG�ZHOO�GUDJ�RQ�IRU�PDQ\�PRQWKV�FUHDWLQJ�XQFHUWDLQW\�DQG�
SHUKDSV�KLJKHU�SULFHV�ZKLFK�ZRXOG�EH�DQ�XQDFFHSWDEOH�RXWFRPH�IRU�16:�
HOHFWULFLW\�XVHUV��

)RU�H[DPSOH��DVVXPLQJ�WKHUH�ZHUH�RQO\�WZR�JHQHUDWRU�WUDGHUV��*��DQG�*���DQG�
WZR�UHWDLO�PDQDJHUV��5��DQG�5���DYDLODEOH�HLWKHU�VHSDUDWHO\�RU�LQ�FRPELQDWLRQ�
DQG�WKH�IROORZLQJ�HLJKW�KLJKHVW�ELGV�ZHUH�UHFHLYHG��

%LG����� *��RQ�LWV�RZQ��KLJKHVW�ELG�IRU�*���
%LG����� *��RQ�LWV�RZQ��WKLUG�KLJKHVW�ELG�IRU�*���
%LG����� 5��RQ�LWV�RZQ��VHFRQG�KLJKHVW�ELG�IRU�5���
%LG����� 5��RQ�LWV�RZQ��VHFRQG�KLJKHVW�ELG�IRU�5����
%LG����� *��SDLUHG�ZLWK�5���WKLUG�KLJKHVW�ELG�IRU�*��DQG�KLJKHVW�ELG�IRU�

5����
%LG����� *��SDLUHG�ZLWK�5���VHFRQG�KLJKHVW�ELG�IRU�*��DQG�WKLUG�KLJKHVW�

IRU�5����
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%LG����� *��SDLUHG�ZLWK�5���VHFRQG�KLJKHVW�ELG�IRU�*��DQG�KLJKHVW�IRU�5����
%LG����� *��SDLUHG�ZLWK�5���KLJKHVW�ELG�IRU�*��DQG�WKLUG�KLJKHVW�IRU�5���

7KHUH�DUH�VHYHQ�SRVVLEOH�FRPELQDWLRQV�RI�ZLQQLQJ�ELGV�DV�IROORZV��

&RPELQDWLRQ���� %LGV���������DQG����LH�*���*���5���5��VHSDUDWHO\��

&RPELQDWLRQ���� %LGV������DQG����LH�*���5��VHSDUDWHO\�DQG�*�	5��
WRJHWKHU��

&RPELQDWLRQ���� %LGV������DQG����LH�*�	5��WRJHWKHU�DQG�*���5��
VHSDUDWHO\��

&RPELQDWLRQ���� %LGV���DQG����LH�*�	5���*�	5��WRJHWKHU��

&RPELQDWLRQ���� %LGV������DQG����LH�*�	5��WRJHWKHU�DQG��*���5��
VHSDUDWHO\��

&RPELQDWLRQ���� %LGV������DQG����LH�*���5��VHSDUDWHO\�DQG��*�	5��
WRJHWKHU��

&RPELQDWLRQ���� %LGV���DQG����LH�*�	5���*�	5��WRJHWKHU��

5HJDUGOHVV�RI�ZKLFK�FRPELQDWLRQ�LV�DFFHSWHG�WKHUH�ZLOO�EH�GLVJUXQWOHG�ELGGHUV�
XQOHVV�WKH�VHOHFWLRQ�SURFHVV�LV�FOHDUO\�HQXQFLDWHG�E\�WKH�*RYHUQPHQW�DW�WKH�
RXWVHW���)RU�H[DPSOH��LI�&RPELQDWLRQ����ZKHUH�%LGV������DQG���DUH�WKH�ZLQQLQJ�
ELGV��ZHUH�FKRVHQ�EHFDXVH�LW�RIIHUHG�WKH�KLJKHVW�RYHUDOO�UHWXUQ�WR�WKH�
*RYHUQPHQW��WKHQ�WKH�GLVJUXQWOHG�ELGV�ZRXOG�EH��

�� %LGV���DQG���ZLWK�KLJKHU�ELGV�IRU�*����

�� %LGV���DQG���ZLWK�KLJKHU�ELGV��IRU�*���DQG��

�� %LG���ZLWK�D�KLJKHU�ELG�IRU�5��

7KLV�LV�D�FRPSOH[�LVVXH�ZKLFK�LV�LGHQWLILHG�LQ�WKH�)XUWKHU�'LVFXVVLRQ�3DSHU�EXW�
KDV�QRW�EHHQ�DGHTXDWHO\�DGGUHVVHG����7KH�6FKHPH�VKRXOG�QRW�EH�LPSOHPHQWHG�
XQWLO�D�VDWLVIDFWRU\�VHOHFWLRQ�PHWKRGRORJ\�LV�HVWDEOLVKHG�DQG�ZHOO�NQRZQ�WR�WKH�
ELGGHUV��

���� *HQHUDWRU�WUDGHU�LVVXHV�

7KHUH�DUH�D�QXPEHU�RI�LVVXHV�VSHFLILFDOO\�OLQNHG�WR�WKH�JHQHUDWRU�WUDGHU�
FRQFHSW��ZKLFK�KDYH�WKH�SRWHQWLDO�WR�UHVXOW�LQ�KLJKHU�SRRO�DQG�KHGJH�FRQWUDFW�
SULFHV�WR�WKH�GLVDGYDQWDJH�RI�HOHFWULFLW\�FRQVXPHUV���

������ 3RUWIROLRV�DQG�PDUNHW�SRZHU�

3DVVLQJ�FRQWURO�RI�WKH�JHQHUDWLRQ�FDSDFLW\�RI�HDFK�RI�WKH�ODUJH�JHQHUDWLRQ�
SRUWIROLRV�VXFK�DV�0DFTXDULH�*HQHUDWLRQ��0DF*HQ��DQG�'HOWD�(OHFWULFLW\�
�'HOWD���WR�LQGLYLGXDO�SULYDWH�JHQHUDWRU�WUDGHUV�KDV�SRWHQWLDO�WR�SURYLGH�WKH�
WUDGHUV�ZLWK�XQDFFHSWDEOH�PDUNHW�SRZHU���*RYHUQPHQW�RZQHUVKLS�RI�WKHVH�
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ODUJH�JHQHUDWLRQ�SRUWIROLRV�FXUUHQWO\�VHHPV�WR�JHQHUDOO\�UHVWULFW�WKH�XVH�RI�
PDUNHW�SRZHU�E\�WKHVH�FRUSRUDWLRQV���

7KH�PDUNHW�SRZHU�FRQFHUQV�ZRXOG�EH�DGGUHVVHG�E\�RIIHULQJ�VPDOOHU�SDUFHOV�RI�
JHQHUDWLRQ�FDSDFLW\��VXFK�DV�LQGLYLGXDO�VWDWLRQV��WR�HDFK�SULYDWH�JHQHUDWRU�WUDGHU�
UDWKHU�WKDQ�HDFK�RI�WKH�WKUHH�JHQHUDWLRQ�SRUWIROLRV�DV�WKH\�FXUUHQWO\�H[LVW���7KLV�
DSSURDFK�LV�DOVR�OLNHO\�WR�RSHQ�WKH�PDUNHW�WR�D�JUHDWHU�QXPEHU�RI�H[LVWLQJ�
JHQHUDWRU�WUDGHUV�DV�WKH\�PRUH�OLNHO\�WR�EH�DEOH�WR�DGG�VPDOOHU�LQFUHPHQWV�RI�
FDSDFLW\�WR�H[LVWLQJ�FDSDFLW\�ZLWKRXW�UDLVLQJ�73$�LVVXHV���7KHUH�VHHPV�OLWWOH�
GRXEW�WKDW�WKH�$&&&�ZRXOG��IRU�H[DPSOH��UHVLVW�DQ\�RQH�RI�WKH�ODUJH�SULYDWH�
9LFWRULDQ�EURZQ�FRDO�JHQHUDWRUV�JDLQLQJ�FRQWURO�RYHU�VD\�DOO�WKH�0DF*HQ�
FDSDFLW\�UDWKHU�WKDQ�RQH�RI�WKH�WZR�VWDWLRQV�LQ�WKLV�SRUWIROLR���7KLV�PHDQV�WKDW�
WKH�QXPEHU�RI�DYDLODEOH�ELGGHUV�ZRXOG�EH�VXEVWDQWLDOO\�OHVV�LI�WKH�WKUHH�
SRUWIROLRV�DUH�RIIHUHG�LQWDFW���

������ &RPSHQVDWLRQ�IRU�JHQHUDWRU�IDLOXUH�

7KH�JHQHUDWRU�WUDGHU�FRQWUDFWV�FRXOG�EH�H[SHFWHG�WR�LQFRUSRUDWH�DUUDQJHPHQWV�
IRU�FRPSHQVDWLRQ�VKRXOG�D�JHQHUDWRU�VXIIHU�D�FDWDVWURSKLF�IDLOXUH�DQG�WKH�
DVVRFLDWHG�SULYDWH�WUDGHU�LV�XQDEOH�WR�VHUYLFH�LWV�PDUNHW�KHGJH�FRQWUDFWV����7KHVH�
FRPSHQVDWLRQ�SD\PHQWV�ZLOO�DGG�WR�WKH�FRVW�RI�SURGXFLQJ�HOHFWULFLW\��ZKLFK�ZLOO�
EH�WR�WKH�XOWLPDWH�FRVW�WR�FRQVXPHUV��

6KRXOG�VXFK�D�IDLOXUH�RFFXU�XQGHU�WKH�FXUUHQW�VLWXDWLRQ�ZKHUH�WKH�JRYHUQPHQW�
FRQWUROV�DOO�DVSHFWV�RI�HOHFWULFLW\�JHQHUDWLRQ��WKHQ�DUUDQJHPHQWV�FRXOG�EH�PDGH�
WR�VLPSO\�WUDQVIHU�UHVSRQVLELOLW\�IRU�SURYLGLQJ�JHQHUDWRU�EDFNXS�IRU�KHGJH�
FRQWUDFWV�WR�DQRWKHU�JHQHUDWLRQ�SRUWIROLR�ZKLFK�KDV�VSDUH�FDSDFLW\�ZLWKRXW�
VLJQLILFDQW�FRVW�WR�WKH�FRQVXPHU��

������ 0DUNHW�GLVFLSOLQH�RQ�JHQHUDWRUV�

3UREDEO\�WKH�PRVW�GLVDSSRLQWLQJ�DVSHFW�RI�WKH�6FKHPH�IRU�HOHFWULFLW\�XVHUV�LV�
WKDW�WKH�FRVW�GLVFLSOLQH�LPSRVHG�RQ�JHQHUDWRUV�E\�D�FRPSHWLWLYH�PDUNHW�LV�OLNHO\�
WR�EH�VLJQLILFDQWO\�UHGXFHG���8QGHU�WKH�6FKHPH��JHQHUDWRU�RSHUDWLQJ�DQG�IXHO�
FRVWV�ZLOO�EH�IXOO\�FRYHUHG�E\�SHULRGLF�SD\PHQWV�XQGHU�WKH�JHQHUDWRU�WUDGHU�
FRQWUDFW�OHDYLQJ�OLWWOH�LQFHQWLYH�WR�VWULYH�IRU�IXUWKHU�HIILFLHQF\�JDLQV�DQG�FRVW�
UHGXFWLRQV���7KH�IL[HG�IHH�IRU�DFFHVV�XQGHU�WKH�JHQHUDWRU�WUDGHU�FRQWUDFW��
DUULYHG�DW�WKURXJK�WKH�FRPSHWLWLYH�DXFWLRQ�SURFHVV��FDQ�EH�H[SHFWHG�WR�EH�
EDVHG�RQ�DQ�DVVHVVPHQW�RI�WKH�JHQHUDWRUV·�PDUNHW�YDOXH���+RZHYHU��ZHDWKHU�RU�
QRW�WKLV�IL[HG�DFFHVV�IHH�LV�VXIILFLHQW�WR�FRYHU�IL[HG�FRVWV�DQG�D�UHDVRQDEOH�
UHWXUQ�WR�HTXLW\�KROGHUV��LW�LV�QRW�OLNHO\�WR�LPSRVH�DQ\�FRPPHUFLDO�GLVFLSOLQH�RQ�
WKH�VWDWH�RZQHG�JHQHUDWRU�RSHUDWRU�LQ�WHUPV�RI�PDQDJLQJ�WKH�JHQHUDWLRQ�SODQW��
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$�IXUWKHU�H[DPSOH�RI�WKH�ODFN�RI�GLVFLSOLQH�RQ�WKH�VWDWH�RZQHG�JHQHUDWRUV�LV�
WKDW�WKH�6FKHPH�UHTXLUHV�VWDWH�RZQHG�RSHUDWRUV�WR�RQO\�PDLQWDLQ�H[LVWLQJ�OHYHOV�
RI�UHOLDELOLW\��QRW�LPSURYH�WKHP��

������ )XHO�VXSSO\�DQG�PDUNHW�WUDGLQJ�

,W�LV�GLIILFXOW�WR�VHH�KRZ�D�WUDGHU�ZLOO�EH�DEOH�WR�HIIHFWLYHO\�WUDGH�JHQHUDWLRQ�
FDSDFLW\�LQ�WKH�PDUNHW�ZLWKRXW�KDYLQJ�IXOO�FRQWURO�RI�WKH�IXHO�VXSSO\�
DUUDQJHPHQWV���0DWFKLQJ�IXHO�VXSSO\�DUUDQJHPHQWV�WR�RIIHU�VWUDWHJLHV�LV�D�
FULWLFDOO\�LPSRUWDQW�DVSHFW�RI�WUDGLQJ�LQ�WKH�PDUNHW����,W�DOVR�SURYLGHV�D�VWURQJ�
LQFHQWLYH�RQ�WKH�JHQHUDWRU�WR�VHHN�ORZHU�FRVW�IXHO�VXSSOLHV���)XUWKHUPRUH��ZKHQ�
WKHVH�PDUNHW�GLVFLSOLQHV�DSSO\��FRDO�TXDOLW\�FKDUDFWHULVWLFV�DUH�FRUUHFWO\�
FRQVLGHUHG�LQ�D�FRPPHUFLDO�UDWKHU�WKDQ�SXUHO\�RSHUDWLRQDO�VHWWLQJ��DV�WKH\�
ZRXOG�WHQG�WR�EH�WUHDWHG�XQGHU�WKH�6FKHPH��

:KLOH�DOORZLQJ�SRZHU�VWDWLRQV�WR�FRQWLQXH�WR�DUUDQJH�ORQJHU�WHUP�IXHO�
SXUFKDVHV�VKRXOG�DFKLHYH�WKH�JRYHUQPHQWV�REMHFWLYH�RI�HQVXULQJ�WKDW�D�
FRQWLQXRXV�VXSSO\�RI�FRDO�LV�DYDLODEOH�IRU�WKH�SRZHU�VWDWLRQV��LW�ZLOO�EH�GRQH�LQ�
D�QRQ�FRPPHUFLDO�VHWWLQJ�DQG�LV�OLNHO\�WR�UHVXOW�LQ�QRQ�FRPSHWLWLYH�VXSSO\�
DUUDQJHPHQWV�ZKLFK�ZRXOG�QRW�DOORZ�HIIHFWLYH�RIIHULQJ�RI�WKH�VWDWLRQ�LQWR�WKH�
1(0�����

������ 7KUHH�WLHU�SULFLQJ�

$V�VKRZQ�LQ�6HFWLRQ��������WKH�SULFH�WR�EH�SDLG�IRU�JHQHUDWRU�WUDGHUV�ZLOO�
FRQVLVW�RI�WKUHH�HOHPHQWV��

�� D�IL[HG�SHULRGLF�SD\PHQW�IRU�DFFHVV�WR�WKH�JHQHUDWLRQ�FDSDFLW\���

�� D�SHULRGLF�SD\PHQW�WR�FRYHU�JHQHUDWRU�FRVWV�RI�IRU�FRDO�FRQWUDFWV��

�� SHULRGLF�SD\PHQW�WR�FRYHU�UXQQLQJ�FRVWV�DJUHHG�XS�IURQW�DQG�SDLG�RQ�D�IHH�
IRU�VHUYLFH�EDVLV��

7KH�WKUHH�WLHU�SULFLQJ�VWUXFWXUH�IRU�WKH�JHQHUDWRU�WUDGHU�FRQWUDFWV�KDV�SRWHQWLDO�
WR�GLVWRUW�WKH�RIIHU�VWUDWHJLHV�RI�WKH�SULYDWH�WUDGHUV�EXW�FRXOG�UHVXOW�LQ�ORZHU�
DYHUDJH�SRRO�SULFHV�HVSHFLDOO\�LQ�WKH�ORZ�ORDG�SHULRG�RYHUQLJKW�ZKHQ�D�KLJKHU�
SURSRUWLRQ�RI�WKH�ORDG�LV�FRQWUDFWHG���7KLV��LQ�WXUQ��ZRXOG�FKDQJH�IORZV�RQ�WKH�
LQWHUFRQQHFWRUV�UHVXOWLQJ�LQ�UHGXFHG�QHW�IORZV�LQWR�16:�DQG�LPSURYHG�
FDSDFLW\�IDFWRUV�RI�WKH�16:�SRZHU�VWDWLRQV��

7KH�WKUHH�WLHUHG�SULFLQJ�VWUXFWXUH�FXUUHQWO\�SURSRVHG��E\�LQFRUSRUDWLQJ�D�
SHULRGLF�SD\PHQW�WR�FRYHU�WKH�FRVW�RI�H[LVWLQJ�FRDO�FRQWUDFWV�ZKLFK��DVVXPLQJ�
LW�LV�QRW�OLQNHG�WR�FRDO�XVDJH��LV�OLNHO\�WR�PHDQ�WKDW�SULYDWH�JHQHUDWRU�WUDGHUV�
WUHDW�WKH�SHULRGLF�IXHO�SD\PHQW�DV�D�VXQN�FRVW�QRW�FRQWULEXWLQJ�WR�WKH�VKRUW�UXQ�
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PDUJLQDO�FRVW��650&���RI�WKH�VWDWLRQ���,I�WKLV�RFFXUV�WKHQ�JHQHUDWLRQ�EDVHG�RQ�
WKLV�FRDO�ZRXOG�EH�UHJDUGHG�DV�KDYLQJ�D�650&�FORVH�WR�]HUR���7KLV��LQ�WXUQ��
ZRXOG�DOORZ�FORVH�WR�]HUR�SULFH�RIIHUV�LQWR�WKH�1(0�IRU�WKDW�FRPSRQHQW�RI�
FDSDFLW\�FRYHUHG�E\�KHGJH�FRQWUDFWV���

7KLV�RIIHU�VWUDWHJ\�ZRXOG�UHVXOW�LQ�ORZHU�SRRO�SULFHV�DQG�KHGJH�FRQWUDFW�SULFHV��
ZKLFK�VKRXOG�EH�UHIOHFWHG�LQ�ORZHU�SULFHV�WR�HOHFWULFLW\�XVHUV��EXW�ZRXOG�WHQG�WR�
EH�RIIVHW�E\�LQFUHDVHG�GLVSDWFK�E\�WKH�16:�VWDWLRQV���7KLV�RFFXUV�EHFDXVH�WKH�
LQFUHDVHG�GLVSDWFK�LV�RI�JHQHUDWLRQ�FDSDFLW\�EH\RQG�WKH�FRQWUDFWHG�OHYHO�LQ�WKH�
FRPSHWLWLYH�SRUWLRQ�RI�WKH�JHQHUDWRU�RIIHU�FXUYH�WKHUHE\�DOORZLQJ�WKH�16:�
JHQHUDWLRV�JHQHUDWRU�WUDGHUV�PRUH�RSSRUWXQLW\�WR�JDPH�WKH�PDUNHW�DQG�IRUFH�
XS�SULFHV��

������ 0DUNHW�DSSURDFK�

7KH�PDLQ�GULYHU�IRU�DOO�WKUHH�JRYHUQPHQW�RZQHG�JHQHUDWLRQ�SRUWIROLRV�HDUO\�LQ�
WKH�PDUNHW��ZKHQ�IRUFHG�YHVWLQJ�FRQWUDFWV�SURYLGHG�D�KLJK�OHYHO�RI�FRQWUDFW�
FRYHU�DQG�ILQDQFLDO�VHFXULW\��ZDV�PDLQWDLQLQJ�RU�LQFUHDVLQJ�PDUNHW�VKDUH�DW�WKH�
H[SHQVH�RI�SRRO�SULFH�DV�LQFRPH�ZDV�ODUJHO\�JXDUDQWHHG�XQGHU�WKH�IRUFHG�
YHVWLQJ�FRQWUDFWV���$V�YHVWLQJ�FRQWUDFWV�IHOO�DZD\��ZLWK�LQFUHDVHG�FRQWHVWDELOLW\�
DQG�FRQWUDFWLQJ�EHFRPLQJ�RSWLRQDO��D�FRQWUDFWLQJ�KLDWXV�GHYHORSHG�ZLWK�
UHWDLOHUV�SUHIHUULQJ�WR�UHO\�WR�D�ODUJH�GHJUHH�RQ�VXSSO\�IURP�WKH�SRRO�JLYHQ�WKH�
VXSSUHVVHG�SRRO�SULFHV��

*HQHUDWRU�RIIHU�VWUDWHJLHV�WKHQ�JUDGXDOO\�FKDQJHG�LQ�DQ�DWWHPSW�WR�UHVFXH�WKH�
SRRO�SULFH���,QLWLDOO\�WKHVH�VWUDWHJLHV�ZHUH�PRGHUDWHO\�VXFFHVVIXO��SDUWLFXODUO\�
ZKLOH�FRQWUDFWLQJ�OHYHOV�ZHUH�VXEGXHG��DQG�SRRO�SULFHV�EHJDQ�WR�LQFUHDVH���

&RQWUDFW�OHYHOV�WKHQ�VXUJHG��SDUWLFXODUO\�LQ�9LFWRULD�DQG�6RXWK�$XVWUDOLD��ZKHUH�
KRW�VXPPHU�FRQGLWLRQV�LQ���������FRPELQHG�ZLWK�SODQW�RXWDJHV��H[SRVHG�
UHWDLOHUV�WR�SULFH�VSLNHV���7KH�KLJKHU�FRQWUDFW�FRYHU�ZKLFK�GHYHORSHG�OHIW�OHVV�
RSSRUWXQLW\�IRU�JHQHUDWRUV�WR�JDPH�WKH�PDUNHW�DQG�SRRO�SULFHV�DJDLQ�EHJDQ�WR�
UHGXFH����

,Q�WKH�FXUUHQW�SKDVH�RI�WKH�PDUNHW��ZLWK�FRQWUDFW�FRYHU�DW�UHDVRQDEO\�KLJK�
OHYHOV��ZLWK�WKH�DGGLWLRQ�RI�RYHU�����0:�RI�QHZ��ORZ�FRVW�FDSDFLW\�LQ�
4XHHQVODQG�DQG�GHYHORSPHQW�RI�WKH�4XHHQVODQG�WR�16:�LQWHUFRQQHFWRU�
�41,���SULFHV�KDYH�FDXVHG�16:�SRRO�SULFHV�WR�VOXPS�IXUWKHU���7KH�6129LF�
LQWHUFRQQHFWRU�H[SDQVLRQ�DQG�WKH�DGGLWLRQ�RI�SHDNLQJ�FDSDFLW\�LQ�9LFWRULD�DQG�
6$�KDYH�DOVR�EHHQ�FRQWULEXWLQJ�IDFWRUV�WR�WKH�UHFHQW�ORZ�16:�SRRO�SULFHV�EXW�
QRW�QHDUO\�DV�VLJQLILFDQW�DV�41,�DQG�WKH�QHZ�ORZ�FRVW�EDVH�ORDG�SODQW�LQ�
4XHHQVODQG��

�������������������������������������������������
��7KH�650&�LV�WKH�IXHO�FRVW�SOXV�YDULDEOH�2	0�DVVXPLQJ�IXHO�LV�QRW�DOO�WDNH�RU�SD\��
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7KLV�UDWKHU�WXPXOWXRXV�OHDUQLQJ�SKDVH�RI�WKH�1(0��KDV�SURPSWHG�WKH�16:�
*RYHUQPHQW�RZQHUV�WR�VHHN�ZD\V�RI�LQFUHDVLQJ�SURILWDELOLW\�LQ�WKH�PDUNHW�
VHWWLQJ���(VWDEOLVKPHQW�RI�WKH�(7()�LV�RIWHQ�VHHQ�DV�RQH�ZD\�WKH�*RYHUQPHQW�
KDV�DWWHPSWHG�WR�LPSURYH�WKH�ILQDQFLDO�SHUIRUPDQFH�RI�LWV�JHQHUDWRUV���7KH�
JHQHUDWRUV�WKHPVHOYHV�KDYH�DOVR�EHHQ�DFWLYH�LQ�WU\LQJ�WR�LPSURYH�WKHLU�ILQDQFLDO�
SHUIRUPDQFH�WKURXJK�PDUNHW�WUDGLQJ�DSSURDFKHV���7KH�SULFH�VSLNHV�FDXVHG�E\�
WKH�16:�JHQHUDWRU�RIIHUV�VWLPXODWHG�LQ�UHVSRQVH�WR�WKH�VLJQLILFDQW�EXLOG�XSV�LQ�
WKH�(7()��VHH�6HFWLRQ��������VKRZHG�WKDW�JHQHUDWRUV�FDQ�DQG�ZLOO�LQIOXHQFH�WKH�
PDUNHW�WR�HQKDQFH�ILQDQFLDO�SHUIRUPDQFH�LI�WKH�LQFHQWLYH�LV�VWURQJ�HQRXJK���

7KH�DSSURDFK�EHLQJ�WDNHQ�E\�HDFK�RI�WKH�WKUHH�JRYHUQPHQW�RZQHG�JHQHUDWLRQ�
SRUWIROLRV�WR�WKH�PDUNHW�UHDOLWLHV�LV�VRPHZKDW�GLIIHUHQW���

0DF*HQ�KDV�EHHQ�DWWHPSWLQJ�WR�LPSURYH�LWV�PDUNHW�SRVLWLRQ�E\�DJJUHVVLYHO\�
SXUVXLQJ�ORZHU�FRDO�SULFHV�DQG�LPSURYLQJ�VWDWLRQ�WKHUPDO�HIILFLHQFLHV����

'HOWD�KDV�DOVR�DGRSWHG�VWUDWHJLHV�WR�LPSURYH�LWV�SRVLWLRQLQJ�LQ�WKH�PDUNHW�E\�
FRDO�SXUFKDVH�VWUDWHJLHV�EXW�WKHVH�KDYH�EHHQ�VHYHUHO\�OLPLWHG�E\�KLJK�SULFHG�
ORQJ�WHUP�FRDO�VXSSO\�FRQWUDFWV�IURP�&HQWHQQLDO�FRDO��SXUFKDVHU�RI�WKH�VWDWH�
RZQHG�3RZHU&RDO���ZKLFK�VWLOO�KDYH�PDQ\�\HDUV�WR�UXQ�DQG�KDYH�EHHQ�UHQHZHG�
DQG�H[WHQGHG�DV�SDUW�RI�WKH�VDOH�RI�3RZHU&RDO����

7KH�RSSRUWXQLW\�IRU�(UDULQJ�(QHUJ\�WR�UHRUJDQLVH�LWV�YHU\�KLJK�FRVW�FRDO�VXSSO\�
KDYH�HYHQ�EHHQ�PRUH�OLPLWHG���+RZHYHU��(UDULQJ�GRHV�QRW�VHHP�WR�KDYH�
VHULRXVO\�DWWHPSWHG�WR�LQFUHDVH�LWV�SRRU�FDSDFLW\�IDFWRU�E\�RUJDQLVLQJ�
DGGLWLRQDO��ORZHU�FRVW�IXHO�VXSSOLHV���7KH�DSSURDFK�FXUUHQWO\�EHLQJ�IROORZHG�E\�
(UDULQJ�LV�SUREDEO\�DOVR�OLQNHG�WR�FRROLQJ�OLPLWDWLRQV�RI�/DNH�0DFTXDULH����

7KH�FXUUHQW�IXHO�VXSSO\�DQG�RWKHU�OLPLWDWLRQV�RQ�WKH�16:�FRDO�ILUHG�SRZHU�
VWDWLRQV�ZLOO�LQLWLDOO\�FRQIURQW�DQ\�SULYDWH�HQHUJ\�WUDGHU��EXW�WKHLU�PDUNHW�
UHVSRQVH�PD\�ZHOO�EH�VRPHZKDW�GLIIHUHQW�WR�WKDW�RI�WKH�H[LVWLQJ�JRYHUQPHQW�
RZQHG�JHQHUDWRUV�JLYHQ�WKH�VLJQLILFDQWO\�VWURQJHU�FRPPHUFLDO�LPSHUDWLYHV�IRU�
WKH�SULYDWH�WUDGHU���7KH�DSSURDFK�WDNHQ�E\�SULYDWH�JHQHUDWRU�WUDGHUV�ZLOO�KLQJH�
WR�D�ODUJH�GHJUHH�RQ�WKH�SULFH�SDLG�IRU�DFFHVV��WKH�WHUPV�DQG�SULFHV�RI�WKH�
LQKHULWHG�KHGJH�FRQWUDFWV��DQG�WKH�VL]H�RI�JHQHUDWLRQ�SRUWIROLRV�RIIHUHG�DW�
DXFWLRQ��

2QH�FOHDU�RSWLRQ�DYDLODEOH�WR�D�SULYDWH�WUDGHU�ZRXOG�EH�WR�UHGXFH�WKH�OHYHO�RI�
FRQWUDFW�FRYHU�DQG�DWWHPSW�WR�JDPH�WKH�PDUNHW�WR�IRUFH�XS�SRRO�DQG�KHGJH�
FRQWUDFW�SULFHV���7KH�ODUJHU�WKH�FDSDFLW\�DYDLODEOH��WKH�ORZHU�WKH�FRQWUDFW�FRYHU��
DQG�WKH�ORZHU�WKH�WDNH�RU�SD\�FRDO�TXDQWLW\��WKHQ�WKH�JUHDWHU�WKH�DELOLW\�RI�
SULYDWH�WUDGHUV�WR�HIIHFWLYHO\�JDPH�WKH�PDUNHW�DQG�PRYH�SRRO�SULFHV�XSZDUGV��

7KH�PDLQ�REVWDFOHV�ZRUNLQJ�DJDLQVW�WKLV�VWUDWHJ\�DUH�WKH�FXUUHQW�H[FHVV�VXSSO\�
RI�JHQHUDWLRQ�FDSDFLW\�DQG�SRVVLEO\�WKH�SULFH�DQG�WDNH�RU�SD\�YROXPH�RI�FRDO���
,Q�WKLV�UHJDUG��D�SULYDWH�WUDGHU�ZLWK�DFFHVV�WR�WKH�ODUJH�0DF*HQ�FDSDFLW\�ZLWK�



$VVHVVPHQW�RI�SURSRVHG�HQHUJ\�WUDGHU�VFKHPH�LQ�16:�

,VVXHV�UDLVHG�E\�WKH�6FKHPH� ���

LWV�ORZHU�FRDO�SULFHV��ZRXOG�EH�LQ�WKH�EHVW�SRVLWLRQ�WR�LQIOXHQFH�WKH�PDUNHW�DQG�
DFKLHYH�KLJKHU�SRRO�SULFHV��

������ &RQWUDFW�WHUP�

,W�LV�GLIILFXOW�WR�HQYLVDJH�D�VHDPOHVV�KHGJH�FRQWUDFWLQJ�PDUNHW�XQGHU�WKH�
SURSRVHG�ILYH�\HDU�WHUP�IRU�WKH�JHQHUDWRU�WUDGHU�FRQWUDFWV��HYHQ�ZLWK�WKH�QH[W�
ILYH�\HDU�SHULRG�WUDGHU�FRQWUDFW�OHW�ZHOO�LQ�DGYDQFH�DV�HQYLVDJHG�LQ�WKH�)XUWKHU�
'LVFXVVLRQ�3DSHU���7KLV�LV�EHFDXVH�LQFRPLQJ�WUDGHUV�ZLOO�QRW�ZLVK�WR�HQWHU�D�
KHDYLO\�KHGJHG�SRVLWLRQ�EHIRUH�WKH\�GHYHORS�DQ�LQ�GHSWK�XQGHUVWDQGLQJ�RI�WKH�
PDUNHW�DQG�KDYH�DW�OHDVW�VRPH�H[SHULHQFH�ZLWK�RIIHULQJ�WKH�FDSDFLW\�LQWR�WKH�
PDUNHW�DQG�WKH�FDSDELOLW\�RI�WKH�JHQHUDWRU�RSHUDWRU���

$�VKRUW�WHUP�GHFOLQH�LQ�WKH�DYDLODELOLW\�RI�KHGJH�FRQWUDFW�FRYHU�LV�YHU\�OLNHO\�DV�
WKH�H[SLU\�RI�WKH�JHQHUDWRU�WUDGHU�FRQWUDFWV�DSSURDFK�H[SLU\���,Q�WKLV�VHWWLQJ��
UHWDLOHUV�ZLOO�ILQG�LW�LQFUHDVLQJO\�GLIILFXOW�WR�DUUDQJH�PDUNHW�KHGJHV��ZKLFK�DOORZ�
WKHP�WR�SURYLGH�WKH�UHWDLO�FRQWUDFW�WHUPV�DQG�FRQGLWLRQV�WKDW�ZLOO�EH�
VDWLVIDFWRU\�WR�FRQVXPHUV��

7KHVH�LQFUHDVHV�LQ�SULFH�DQG�YRODWLOLW\�DUH�QRW�JRRG�IRU�HOHFWULFLW\�FRQVXPHUV��
SDUWLFXODUO\�LQ�16:��VHHNLQJ�VWDEOH�DQG�FRPSHWLWLYH�HOHFWULFLW\�VXSSO\�
DUUDQJHPHQWV��

����

������ 7UHDWPHQW�RI�WKH�(7()�

7KH�(7()�LV�D�VLJQLILFDQW�PDUNHW�GLVWRUWLRQ��ZKLFK�PD\�KDYH�JUHDWHU�SRWHQWLDO�
WR�FDXVH�KLJKHU�SRRO�SULFHV�LQ�WKH�1(0�XQGHU�WKH�6FKHPH�ZKHUH�SULYDWH�
JHQHUDWRU�WUDGHUV�KDYH�FRQWURO�RI�16:�JHQHUDWLQJ�FDSDFLW\��WKDQ�XQGHU�H[LVWLQJ�
DUUDQJHPHQWV��

&XUUHQWO\�WKH�(7()�DFFRXQWV�IRU�DURXQG�����RI�WKH�16:�HOHFWULFLW\�GHPDQG�
�RQ�DYHUDJH���ZKLFK�LV�ORZHU�WKDQ�WKH�����VKDUH�ZKHQ�WKH�(7()�FRPPHQFHG�
LQ��������8QGHU�WKH�6FKHPH��WKH�SULYDWH�JHQHUDWRU�WUDGHUV�ZLOO�EH�UHTXLUHG�WR�
PHHW�WKH�FXUUHQW�JHQHUDWRU�REOLJDWLRQV�RI�WRSSLQJ�XS�WKH�(7()�ZKHQ�
QHFHVVDU\��EDVHG�RQ�WKH�GLVSDWFK�IURP�WKH�JHQHUDWRUV�LQ�WKHLU�FRQWURO�DQG�WKH�
SUHYDLOLQJ�SRRO�SULFHV���

7KLV�PHDQV�WKDW�WKH�SULYDWH�JHQHUDWRU�WUDGHUV�ZLOO�QHHG�WR�FRQVLGHU�WKLV�(7()�
REOLJDWLRQ�ZKHQ�PDNLQJ�RIIHUV�WR�WKH�1(0�DQG�LQ�FRQVLGHULQJ�WKH�SURSRUWLRQ�
RI�FDSDFLW\�WR�FRYHU�ZLWK�KHGJH�FRQWUDFWV���,Q�IDFW��LW�ZRXOG�QRW�EH�ORJLFDO�IRU�
WKH�SULYDWH�JHQHUDWRU�WUDGHUV�WR�FDUU\�KHGJH�FRQWUDFW�FRYHU�IRU�WKH�(7()�
SRUWLRQ�RI�FDSDFLW\���7KLV�LV�WR�HQVXUH�WKDW�WKH\�UHFRYHU�WKH�IXOO�SRRO�UHYHQXH�
IRU�WKH�(7()�SRUWLRQ�RI�WKHLU�FDSDFLW\�ZKHQ�GLVSDWFKHG���,W�LV�SDUWLFXODUO\�
LPSRUWDQW�ZKHQ�SD\PHQWV�LQWR�WKH�(7()�FRXOG�EH�UHTXLUHG�E\�WKH�SULYDWH�
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JHQHUDWRU�WUDGHUV�IROORZLQJ�D�SHULRG�ZKHQ�SRRO�SULFHV�DUH�DERYH�WKH�(7()�
UHJXODWHG�HQHUJ\�FRVW��5(&��DQG�WKH�IXQGV�LQ�WKH�(7()�DUH�GHSOHWHG���

,Q�HIIHFW��WKH�(7()�LV�D�PDUNHW�GLVWRUWLRQ�ZKLFK��E\�UHGXFLQJ�WKH�FRQWUDFW�
FRYHU�FDUULHG�E\�SULYDWH�JHQHUDWRU�WUDGHUV��ZLOO�DOORZ�JUHDWHU�IUHHGRP�IRU�WKHP�
WR�JDPH�WKH�PDUNHW�WR�DFKLHYH�KLJKHU�SRRO�SULFHV����7KLV�LV�EHFDXVH�WKH�SULYDWH�
JHQHUDWRU�WUDGHUV�ZLOO�KDYH�D�JUHDWHU�SRUWLRQ�RI�DYDLODEOH�FDSDFLW\��ZKLFK�LV�DEOH�
WR�EH�RIIHUHG�DW�SULFHV�DERYH�650&�����

,Q�IDFW��WKH�16:�VWDWH�RZQHG�JHQHUDWRUV�JHQHUDOO\�WUHDW�WKH�(7()�SRUWLRQ�RI�
WKHLU�GLVSDWFK�DV�WKRXJK�WKDW�SRUWLRQ�RI�WKHLU�FDSDFLW\�LV�FRYHUHG�E\�KHGJH�
FRQWUDFWV�DQG�RIIHU�LW�DW��RU�FORVH�WR��WKHLU�650&���+RZHYHU��WKHUH�KDYH�EHHQ�
WZR�RFFDVLRQV�ZKHQ�WKH�IXQG�KDG�EXLOW�WR�D�VXEVWDQWLDO�VL]H�RI�RYHU������
PLOOLRQ�EHFDXVH�DYHUDJH�SRRO�SULFHV�KDG�EHHQ�ORZHU�WKDQ�WKH�5(&�IRU�VRPH�
PRQWKV��ZKHQ�WKH�VWDWH�RZQHG�JHQHUDWRUV�DGMXVWHG�WKHLU�RIIHUV�WR�WKH�1(0�DW�
FULWLFDO�UDPS�XS�WLPHV�DQG�FDXVHG�SRRO�SULFH�VSLNHV�XQWLO�WKH�(7()�EDODQFH�
ZDV�VXEVWDQWLDOO\�UHGXFHG��LQ�RQH�FDVH�WR�OHVV�WKDQ�����PLOOLRQ��

:H�H[SHFW�WKDW�SULYDWH�JHQHUDWRU�WUDGHUV�ZLOO�RIIHU�WKH�(7()�FRPSRQHQW�RI�
WKHLU�FDSDFLW\�DW�VRPHZKHUH�EHWZHHQ�WKHLU�650&�DQG�WKH�5(&���,W�VHHPV�
UHDVRQDEOH�WKDW�WKH�ORZHU�WKH�IXQGV�LQ�WKH�(7()��WKHQ�WKH�FORVHU�WKH�RIIHU�
SULFH�IRU�WKH�(7()�FRPSRQHQW�RI�WKHLU�FDSDFLW\�ZLOO�EH�WR�650&�VR�DV�WR�
SURGXFH�SRRO�SULFHV�OHVV�WKDQ�WKH�5(&�DQG�DOORZ�WKH�VL]H�RI�(7()�WR�QDWXUDOO\�
EXLOG���:KHQ�(7()�FRQWDLQV�VXEVWDQWLDO�IXQGV�WKHQ�WKH�RIIHU�SULFH�IRU�WKH�
(7()�FRPSRQHQW�RI�FDSDFLW\�LV�OLNHO\�WR�EH�FORVHU�WKH�5(&���'HSHQGLQJ�RQ�
WKH�WUDGHU�SRUWIROLR�VWUXFWXUH�XVHG�LQ�WKH�6FKHPH��SULYDWH�WUDGHUV�PD\�KDYH�WKH�
PDUNHW�SRZHU�WR�FODZ�EDFN�IXQGV�IURP�(7()�E\�FDXVLQJ�SULFH�VSLNHV�LQ�D�
VLPLODU�ZD\�WR�WKH�VWDWH�RZQHG�JHQHUDWRUV��DOWKRXJK�VXFK�DFWLRQ�LV�OLNHO\�WR�EH�
FORVHO\�VFUXWLQLVHG�E\�WKH�UHJXODWRU��DV�WKH\�ZHUH�ZKHQ�ILUVW�XQGHUWDNHQ�E\�WKH�
VWDWH�RZQHG�JHQHUDWRUV���

���� 5HWDLO�PDQDJHU�LVVXHV�

������ 5HWDLO�VWUXFWXUH�DQG�PDUNHW�SRZHU�

7KH�UHODWLYH�VL]H�DQG�QXPEHU�RI�UHWDLOHUV�LV�D�IDFWRU�ZKLFK�QHHGV�WR�EH�FDUHIXOO\�
DGGUHVVHG�LQ�WKH�DZDUGLQJ�RI�WKH�UHWDLOHU�PDQDJHU�FRQWUDFWV���:KLOH�EDUULHUV�WR�
HQWU\�DUH�QRW�DV�VLJQLILFDQW�IRU�UHWDLOLQJ�DV�IRU�JHQHUDWLRQ��LW�LV�QHYHUWKHOHVV�
LPSRUWDQW�WKDW�WKHUH�EH�FRPSHWLWLRQ�DPRQJ�UHWDLOHUV�VR�UHWDLO�PDUJLQV�DUH�QRW�
H[FHVVLYH�DQG�WKH�ORZHVW�SRVVLEOH�ZKROHVDOH�SULFH�LV�GHOLYHUHG�WR�WKH�PDUNHW�
�������������������������������������������������
���,W�FDQ�EH�VKRZQ�WKDW�WKHUH�LV�QR�LQFHQWLYH�IRU�D�ORJLFDO�JHQHUDWRU�WUDGHU�WR�RIIHU�FDSDFLW\�WKDW�LV�FRYHUHG�E\�KHGJH�FRQWUDFWV��DW�DQ\WKLQJ�RWKHU�

WKDQ�650&���7KLV�HQVXUHV�GLVSDWFK�IRU�WKH�FRQWUDFWHG�FDSDFLW\�ZKHQHYHU�SRRO�SULFHV�DUH�PRUH�WKDW�650&��ZKLFK�PD[LPLVHV�WKH�JHQHUDWRU·V�

SRVLWLRQ�IRU�WKH�FRQWUDFWHG�SRUWLRQ�RI�FDSDFLW\��

��
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WKURXJK�D�VWUHQJWKHQHG�GHVLUH�DPRQJ�FRPSHWLQJ�UHWDLOHUV�WR�VHHN�ORZHU�
ZKROHVDOH�SULFHV���+HDOWK\�FRPSHWLWLRQ�DPRQJ�UHWDLOHUV�ZKLFK�DUH�VHSDUDWH�IURP�
WKH�GLVWULEXWRU�LV�DOVR�PRUH�OLNHO\�WR�GHOLYHU�KLJKHU�TXDOLW\�RI�VHUYLFH�WR�
FXVWRPHUV��+DYLQJ�D�UHDVRQDEOH�QXPEHU��FHUWDLQO\�QRW�OHVV�WKDQ�WKUHH��RI�
FRPSHWLQJ�UHWDLOHUV�RI�D�UHDVRQDEOH�VL]H�DOVR�DOORZV�D�GHHSHQLQJ�RI�WKH�ILQDQFLDO�
PDUNHW��VR�HVVHQWLDO�IRU�UHWDLOHUV�DQG�JHQHUDWRU�WUDGHUV�WR�PDQDJH�PDUNHW�ULVN�
H[SRVXUH��

������ 7UDQVIHU�RI�FXVWRPHU�WR�SULYDWH�UHWDLOHUV�

7KH�6FKHPH�ZLOO�VHH�WKH�FRQWUDFW��RU�QHJRWLDWHG��FXVWRPHUV�WUDQVIHUUHG�IURP�
VWDWH�RZQHG�UHWDLOHUV�WR�WKH�SULYDWH�UHWDLO�PDQDJHUV���7KHVH�FRQWUDFW�FXVWRPHUV�
DUH�DOUHDG\�IUHH�WR�XVH�DQ\�UHWDLOHU�WKH\�FKRRVH�VR�LW�UDLVHV�WKH�LPSRUWDQW�
TXHVWLRQ�DV�WR�ZK\�WKH\�KDYH�UHPDLQHG�ZLWK�WKH�VWDWH�RZQHG�UHWDLOHU���7KHUH�DUH�
D�QXPEHU�RI�SRVVLEOH�UHDVRQV�IRU�WKLV�DQG�WKHVH�FRXOG�EH�VXPPDULVHG�DV��

�� ORZHU�SULFHV�RIIHUHG�E\�VWDWH�RZQHG�UHWDLOHU�EHFDXVH�RI�VSHFLDO�UHODWLRQVKLS�
ZLWK�VWDWH�RZQHG�JHQHUDWRUV�RU�SHUKDSV�D�SUHSDUHGQHVV�WR�RIIHU�QRQ�
HFRQRPLF�SULFHV�WR�H[FOXGH�FRPSHWLWRUV�DQG�FRYHU�WKH�ORVVHV�LQ�RWKHU�
DFWLYLWLHV��LQFOXGLQJ�WKH�UHJXODWHG�GLVWULEXWLRQ�FRPSRQHQW�RI�WKH�EXVLQHVVHV��

�� VPDOOHU�FXVWRPHUV�VZLWFKLQJ�IURP�UHJXODWHG�WR�XQUHJXODWHG�VWDWXV�
UHPDLQLQJ�ZLWK�WKH�UHWDLOHU�WKH\�NQRZ��DQG�RU�

�� XQFHUWDLQW\�RYHU�VHUYLFH�TXDOLW\�IURP�QHZ�UHWDLOHU��

7KH�IRUFHG�WUDQVIHU�RI�FXVWRPHUV�IURP�VWDWH�RZQHG�UHWDLOHUV�WR�D�SULYDWH�UHWDLO�
PDQDJHUV�FRXOG�PHDQ��WKHUHIRUH��WKDW�WKH�SULYDWH�UHWDLO�PDQDJHUV�RU�DQ\�RWKHU�
FRPSHWLQJ�UHWDLOHUV�DUH�XQDEOH�WR�RIIHU�SULFHV�DV�ORZ�DV�ZDV�DYDLODEOH�WKURXJK�
WKH�VWDWH�RZQHG�UHWDLOHUV�WR�WKH�GLVDGYDQWDJH�RI�WKH�HOHFWULFLW\�XVHU�ZKHQ�
H[LVWLQJ�FRQWUDFWV�ZLWK�WKH�VWDWH�RZQHG�UHWDLOHUV�H[SLUH��

)XUWKHUPRUH��VKRXOG�WKH�TXDOLW\�RI�VHUYLFH�GHWHULRUDWH�XQGHU�SULYDWH�UHWDLO�
PDQDJHUV��HOHFWULFLW\�XVHUV�DUH�OLNHO\�WR�EH�ZRUVH�RII�HYHQ�WKRXJK�WKH�VWDWH�
RZQHG�UHWDLOHUV�VWLOO�KDYH�XOWLPDWH�UHVSRQVLELOLW\�IRU�WKH�H[LVWLQJ�UHWDLO�FRQWUDFWV��

7KH�HOHFWULFLW\�XVHU�FRXOG�EH�DGYHUVHO\�DIIHFWHG�LI�WKH�VXFFHVVIXO�SULYDWH�HQWLW\�
ZDV�WR�SD\�D�KLJK�SULFH�IRU�WKH�UHWDLO�PDQDJHU�FRQWUDFW�DQG�ZDV�ORRNLQJ�WR�
UHFRYHU�WKH�SD\PHQWV�IURP�FXVWRPHUV���7KLV�VLWXDWLRQ�FRXOG�EH�D�YHU\�VHULRXV�
RXWFRPH�IRU�HOHFWULFLW\�XVHUV�LI�DOO�VXFFHVVIXO�SULYDWH�UHWDLO�PDQDJHUV�SDLG�KLJK�
SULFHV�IRU�WKH�UHWDLO�PDQDJHU�FRQWUDFWV��

������ 7HUP�RI�UHWDLO�PDQDJHU�FRQWUDFWV�

,W�LV�GLIILFXOW�WR�HQYLVDJH�KRZ�WKH�JRYHUQPHQW�ZLOO�EH�DEOH�WR�UH�DXFWLRQ�WKH�
UHWDLO�PDQDJHU�FRQWUDFWV���,Q�HIIHFW��WKH�UHWDLO�PDQDJHU�FRQWUDFWV�JUDGXDOO\�
H[SLUH�DV�WKH�H[LVWLQJ�HOHFWULFLW\�FXVWRPHUV�FRQWUDFWV�ZLWK�WKH�VWDWH�RZQHG�
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UHWDLOHUV�H[SLUH���7KH�RQO\�FXVWRPHUV�WKDW�FRXOG�EH�SXOOHG�EDFN�IRU�UH�DXFWLRQ�
DIWHU�ILYH�\HDUV�ZRXOG�EH�WKRVH�FXVWRPHUV�ZKRVH�FRQWUDFWV�ZLWK�WKH�VWDWH�
RZQHU�UHWDLOHUV�KDYH�QRW�H[SLUHG���*LYHQ�WKDW�WKH�YDVW�EXON�RI�UHWDLO�FRQWUDFWV�
DUH�IRU�WHUPV�RI�OHVV�WKDQ�WKUHH�\HDUV��WKHUH�DUH�OLNHO\�WR�EH�UHODWLYHO\�IHZ�
XQH[SLUHG�FRQWUDFWV�DIWHU�ILYH�\HDUV���,Q�D�VLPLODU�ZD\��PRVW�ZKROHVDOH�SULFH��
KHGJH�FRQWUDFWV�WUDQVIHUUHG�IURP�WKH�VWDWH�RZQHG�UHWDLOHUV�ZLOO�KDYH�H[SLUHG�
DQG�VR�WKHUH�ZRXOG�EH�YHU\�OLWWOH�RI�WKHVH�WR�DXFWLRQ�DW�WKH�QH[W�URXQG��

7KH�WUDQVIHU�RI�WKHVH�FXVWRPHUV�VKRXOG�EH�SHUPDQHQW��ZLWK�WKH�VWDWH�RZQHG�
UHWDLOHUV�VHUYLFLQJ�RQO\�IUDQFKLVH�FXVWRPHUV���+ROGLQJ�DQ�DXFWLRQ�HDFK�ILYH�\HDUV�
ZRXOG�UHPRYH�WKH�LQFHQWLYH�IRU�WKH�UHWDLO�WUDGHU�WR�EXLOG�WKH�EXVLQHVV����:KDW�
KDSSHQV��IRU�H[DPSOH��LI�WKH�WUDGHU�ORRVHV�FXVWRPHUV"��$�ILYH�\HDU�WHUP�ZRXOG�
DOVR�LQKLELW�HIIHFWLYH��ORZHVW�FRVW�HQHUJ\�FRQWUDFWLQJ�VWUDWHJ\�WR�WKH�EHQHILW�RI�
FXVWRPHUV��

������ ,PSRUWDQFH�RI�ELODWHUDO�FRQWUDFWV�

$�VXEVWDQWLDO�SURSRUWLRQ�RI�ZKROHVDOH�HQHUJ\�SXUFKDVHV�E\�UHWDLOHUV�WR�VHUYLFH�
WKH�FRQWUDFWHG�FXVWRPHUV�DUH�WKURXJK�ODUJH�RXW�RI�PDUNHW�ELODWHUDO�FRQWUDFWV�
GLUHFWO\�EHWZHHQ�WKH�UHWDLOHUV�DQG�JHQHUDWRUV���7KHVH�FRQWUDFWV��SDUWLFXODUO\�
WKRVH�EHWZHHQ�VWDWH�RZQHG�JHQHUDWRUV�DQG�VWDWH�RZQHG�UHWDLOHUV�QRUPDOO\�FDUU\�
SULFHV��ZKLFK�DUH�EHORZ�WKDW�RI�RYHU�WKH�FRXQWHU��27&��FRQWUDFWV�DQG�
HOHFWULFLW\�IXWXUHV���7KH\�DOORZ�WKH�UHWDLOHUV�WR�RIIHU�ORZHU�UHWDLO�SULFHV�WR�
FXVWRPHUV���

:LWK�WKH�VDOH�RI�WKH�JHQHUDWRU�WUDGHU�FRQWUDFWV��SDUWLFXODUO\�LI�WKHVH�DUH�SDLUHG�
ZLWK�UHWDLO�PDQDJHU�FRQWUDFWV��WKH�ORZHU�SULFHV�FXUUHQWO\�DYDLODEOH�WKURXJK�
ELODWHUDO�FRQWUDFWV�DUH�OLNHO\�WR�HLWKHU�QRW�EH�DYDLODEOH�WR�WKH�UHWDLO�PDQDJHUV�RU�
RQO\�DYDLODEOH�WR�WKRVH�UHWDLO�PDQDJHUV�OLQNHG�ZLWK�D�JHQHUDWRU�WUDGHU���7KLV�KDV�
SRWHQWLDO�WR�LQFUHDVH�HOHFWULFLW\�SULFHV�DQG�RU�DOORZ�VHOHFWHG�SULYDWH�UHWDLO�
PDQDJHUV�WR�JDLQ�PDUNHW�DGYDQWDJH�DQG�LQFUHDVH�PDUNHW�VKDUH��ZKLFK�LV�QRW�LQ�
WKH�ORQJ�WHUP�LQWHUHVWV�RI�HOHFWULFLW\�XVHUV���

������ (IIHFWV�RI�IRUFHG�WUDQVIHU�

7KH�HOHFWULFLW\�XVHUV�ZLOO�EH�IRUFHG��XQGHU�WKH�6FKHPH��WR�DFFHSW�UHWDLO�VHUYLFHV�
IURP�D�UHWDLOHU�QRW�RI�WKHLU�FKRRVLQJ���:KLOH�WKH�VWDWH�RZQHG�UHWDLOHUV�ZLOO�
FRQWLQXH�WR�KDYH�OHJDO�UHVSRQVLELOLW\�IRU�WKH�H[LVWLQJ�UHWDLO�FRQWUDFWV�XQWLO�WKHLU�
H[SLU\��WKH�ELOOLQJ�DQG�FXVWRPHU�VHUYLFHV�ZLOO�EH�XQGHUWDNHQ�E\�WKH�SULYDWH�UHWDLO�
PDQDJHUV���7KH�QHHGV�RI�HOHFWULFLW\�XVHUV�VKRXOG�EH�SURWHFWHG�VR�WKDW��LI�D�
SULYDWH�UHWDLO�PDQDJHU�IDLOV�WR�SURYLGH�VDWLVIDFWRU\�VHUYLFH��WKHQ�WKH�FXVWRPHU�
KDV�SURSHU�UHFRXUVH�WR�WDNH�WKH�PDWWHU�XS�ZLWK�WKH�VWDWH�RZQHG�UHWDLOHU�DQG�LI�
QHFHVVDU\�EH�WUDQVIHUUHG�WR�DQRWKHU�SULYDWH�UHWDLOHU�RI�WKH�FXVWRPHU·V�FKRRVLQJ���
7KLV�SURWHFWLRQ�LV�LQ�DGGLWLRQ�WR�WKH�QRUPDO�SURWHFWLRQ�DYDLODEOH�WR�HOHFWULFLW\�
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XVHUV�WKURXJK�WKH�UHWDLOHU�FRGH�RI�FRQGXFW��LQ�UHFRJQLWLRQ�RI�WKH�IRUFHG�WUDQVIHU�
LQYROYHG�LQ�WKH�UHWDLO�PDQDJHU�FRQWUDFWV���

������ &XVWRPHU�SURWHFWLRQ��

7KH�)XUWKHU�'LVFXVVLRQ�3DSHU�VXJJHVWV�WKDW�WKHUH�ZLOO�EH�DQ�DSSURSULDWH�FRGH�
RI�SUDFWLFH�DSSOLHG�WR�WKH�UHWDLO�WUDGHU�WKURXJK�WKH�UHWDLO�OLFHQVLQJ�SURFHVV���
*LYHQ�WKH�FRPSHWLWLRQ�LQ�WKH�UHWDLO�VHFWRU��WKHUH�LV�QR�MXVWLILFDWLRQ�WR�LPSRVH�
DGGLWLRQDO�UHTXLUHPHQWV�RQ�SULYDWH�UHWDLO�PDQDJHUV�WKDQ�ZRXOG�QRUPDOO\�DSSO\�
WR�DQ�LQGHSHQGHQW�SULYDWH�UHWDLOHU��7R�GR�VR�FRXOG�XQQHFHVVDULO\�DGG�WR�WKH�
FRVWV�RI�WKH�SULYDWH�UHWDLO�PDQDJHUV�WR�WKH�GLVDGYDQWDJH�RI�HOHFWULFLW\�XVHUV��

������ *UHHQKRXVH�LVVXHV�

7KH�)XUWKHU�'LVFXVVLRQ�3DSHU�VXJJHVWV�WKDW�WKH�DUUDQJHPHQWV�HQWHUHG�LQWR�E\�
VWDWH�RZQHG�UHWDLOHUV�WR�PHHW�WKHLU�JUHHQKRXVH�JDV�REOLJDWLRQV�IRU�FRQWUDFW�
FXVWRPHUV��FRXOG�EH�WUDQVIHUUHG�WR�WKH�SULYDWH�UHWDLO�PDQDJHUV�EXW�GRHV�QRW�
VSHFLI\�KRZ�WKLV�ZLOO�EH�GRQH���7KHUH�LV�D�ZLGH�YDULHW\�RI�DSSURDFKHV�WR�WKLV�
LVVXH�DQG�HDFK�KDV�GLIIHUHQW�FRVW�FKDUDFWHULVWLFV���

*LYHQ�WKDW�WKH�VWDWH�RZQHG�UHWDLOHUV�ZLOO�VWLOO�KDYH�JUHHQKRXVH�JDV�UHVSRQVLELOLW\�
IRU�FXVWRPHUV�RQ�UHJXODWHG�WDULIIV��WKHUH�LV�WKH�REYLRXV�WHPSWDWLRQ�WR�UHWDLQ�
RQO\�WKH�PRVW�FRVW�HIIHFWLYH�JUHHQKRXVH�DEDWHPHQW�VFKHPHV�DQG�WUDQVIHU�WKH�
KLJKHU�ULVN��PRUH�H[SHQVLYH�VFKHPHV�WR�WKH�SULYDWH�UHWDLO�PDQDJHUV���1RW�RQO\�
ZRXOG�VXFK�DQ�DSSURDFK�SODFH�WKH�SULYDWH�UHWDLO�PDQDJHUV�DW�D�ILQDQFLDO�
GLVDGYDQWDJH�ZLWK�RWKHU�SULYDWH�UHWDLOHUV��EXW�LW�DOVR�KDV�SRWHQWLDO�WR�UHVXOW�LQ�
LQFUHDVHG�HOHFWULFLW\�SULFHV��

������ 'HPDQG�PDQDJHPHQW��'0��

7KH�)XUWKHU�'LVFXVVLRQ�3DSHU�VWDWHV�WKDW�WKH�UHWDLO�LQFHQWLYHV�IRU�'0�DUH�
SUHVHUYHG�XQGHU�WKH�6FKHPH���7KLV�FRQFOXVLRQ�LV�EDVHG�RQ�WZR�REVHUYDWLRQV�
WKDW��

�� UHWDLOHUV�KDYH�DQ�LQFHQWLYH�WR�REWDLQ�ULJKWV�WR�UHGXFH�FXVWRPHU�GHPDQG�LQ�
RUGHU�WR�HQKDQFH�WKHLU�KHGJLQJ�SRVLWLRQ��DQG�

�� GHPDQG�UHGXFWLRQ�LV�D�RQH�RI�WKH�OHDVW�FRVW�ZD\V�RI�PHHWLQJ�JUHHQKRXVH�
EHQFKPDUN�WDUJHWV�XQGHU�WKH�16:�EHQFKPDUNLQJ�VFKHPH�

,W�LV�JHQHUDOO\�DJUHHG�WKDW�WKH�KRXVHKROG�VHFWRU��WKURXJK�LQFUHDVHG�SHQHWUDWLRQ�
DQG�XVH�RI�DLU�FRQGLWLRQLQJ��KDV�EHHQ�WKH�PDLQ�FRQWULEXWRU�WR�WKH�V\VWHP�SHDN�
ORDG�JURZWK�DQG�LQFUHDVHG�ZHDWKHU�VHQVLWLYLW\�LQ�UHFHQW�\HDUV����$V�VXFK�WKLV�
VHFWRU�ZRXOG�VHHP�WR�RIIHU�WKH�JUHDWHVW�'0�RSSRUWXQLWLHV���%XW��E\�DOORZLQJ�
WKH�YDVW�PDMRULW\�RI�KRXVHKROG�FXVWRPHUV�WR�UHPDLQ�RQ�UHJXODWHG�WDULIIV�XQGHU�
(7()�DQG�VHUYLFHG�E\�WKH�VWDWH�RZQHG�UHWDLOHUV��WKH�6FKHPH�XQIRUWXQDWHO\�
GRHV�QRWKLQJ�WR�IRVWHU�VHULRXV�'0�LQ�WKLV�VHFWRU��
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,W�LV�DFFHSWHG�WKDW�'0�FDQ�EHQHILW�D�UHWDLOHU�E\�UHGXFLQJ�WKH�QHHG�IRU�KHGJH�
FRQWUDFW�FRYHU�DQG�SURYLGH�VRPH�SURWHFWLRQ�DJDLQVW�SULFH�VSLNHV��+RZHYHU��
ZKLOH�'0�PD\�DSSHDU�WR�EH�DWWUDFWLYH�WR�UHWDLOHUV�IURP�WKHVH�SHUVSHFWLYHV��LW�
DOVR�LQYROYHV�UHGXFLQJ�VDOHV��ZKLFK�FOHDUO\�KDV�D�QHJDWLYH�LPSDFW�RQ�UHWDLOHUV·�
UHYHQXHV�DQG�SURILWV���

7KH�QHWZRUN�VHUYLFH�SURYLGHUV�KDYH�PRUH�WR�JDLQ�IURP�'0�WKURXJK�UHGXFHG�
FDSLWDO�UHTXLUHPHQWV�EXW��XQWLO�WKH�UHFHQW�,3$57�GHFLVLRQ�RQ�GLVWULEXWLRQ�
SULFLQJ��WKHUH�ZHUH�QR�LQFHQWLYHV�IRU�WKHVH�EXVLQHVVHV�WR�LPSOHPHQW�VXFK�
VFKHPHV��$OVR��ZLWKRXW�DFFHVV�WR�FXVWRPHUV�LQ�WKH�VDPH�ZD\�DV�UHWDLOHUV��WKH�
QHWZRUN�VHUYLFH�SURYLGHUV�ZLOO�VWUXJJOH�WR�DFKLHYH�VLJQLILFDQW�DGYDQFHV�ZLWK�
UHJDUG�WR�'0���%\�VSOLWWLQJ�WKH�UHWDLO�DQG�GLVWULEXWLRQ�VHUYLFHV��WKH�6FKHPH�
GRHV�KDYH�VRPH�SRWHQWLDO�WR�UHGXFH�WKH�DELOLW\�RI�GLVWULEXWRUV�WR�LPSOHPHQW�
'0�VFKHPHV���

'0�LV�ODUJHO\�QHXWUDO�IURP�WKH�H[LVWLQJ�JHQHUDWRUV·�SHUVSHFWLYH��'0�PD\�
UHGXFH�WKH�RYHUDOO�OHYHO�RI�DYDLODEOH�KHGJH�FRQWUDFW�FRYHU�DQG�E\�IUHHLQJ�XS�
JHQHUDWLQJ�FDSDFLW\��SURYLGH�RSSRUWXQLW\�IRU�WKH�JHQHUDWRU�WUDGHUV�WR�JDPH�WKH�
PDUNHW���+RZHYHU��E\�UHGXFLQJ�GHPDQG��'0�OLPLWV�WKH�DELOLW\�RI�WKH�JHQHUDWRUV�
WR�LQFUHDVH�SRRO�SULFHV���0RVW�LPSRUWDQWO\�IURP�D�JHQHUDWLRQ�SHUVSHFWLYH��'0��
E\�UHGXFLQJ�SHDN�ORDG��GHIHUV�WKH�QHHG�IRU�DGGLWLRQDO�FDSDFLW\�WKHUHE\�
SURYLGLQJ�FRVW�VDYLQJV�WR�FRQVXPHUV���

%HFDXVH�WKH�'0�LQFHQWLYHV�IRU�UHWDLOHUV��GLVWULEXWRUV�DQG�JHQHUDWRUV�DUH�OLPLWHG�
DQG�DUH�QRW�SURPRWHG�XQGHU�WKH�6FKHPH��LW�LV�FULWLFDO�WKDW�WKH�SURSRVHG�16:�
622�ZLOO�SD\�FDUHIXO�DWWHQWLRQ�WR�WKH�RSSRUWXQLWLHV�IRU�'0�DQG�SURYLGH�
DGHTXDWH�LQIRUPDWLRQ�IRU�PDUNHW�SDUWLFLSDQWV�WR�PDNH�UDWLRQDO�FKRLFHV���7KLV�
FDQ�EH�DFKLHYHG�E\�SURYLGLQJ�HVWLPDWHV�RI�'0�RSSRUWXQLWLHV�DQG�HQVXULQJ�WKDW�
H[SHFWHG�WDNH�XS�RI�WKHVH�LV�FRUUHFWO\�UHIOHFWHG�LQ�WKH�ORDG�IRUHFDVWV���

7KH�6FKHPH�VKRXOG�UHFRJQL]H�WKH�LPSRUWDQFH�RI�'0�DV�D�OHDVW�FRVW�DSSURDFK�
WR�UHGXFLQJ�SULFH�OHYHOV�DQG�YRODWLOLW\���7KLV�FRXOG�DW�OHDVW�SDUWLDOO\�EH�DFKLHYHG�
E\�LQFOXGLQJ�LQ�WKH�WHQGHU�GRFXPHQWV�IRU�WKH�JHQHUDWRU�WUDGHU�DQG�UHWDLO�
PDQDJHU�FRQWUDFWV��D�UHTXHVW�IRU�ELGGHUV�WR�RXWOLQH�WKH�'0�VWUDWHJLHV�WKDW�WKH\�
LQWHQG�WR�DGRSW���7KHVH�UHVSRQVHV�ZRXOG�WKHQ�EH�JLYHQ�DQ�DSSURSULDWH�
ZHLJKWLQJ�LQ�WKH�ELG�HYDOXDWLRQ�SURFHVV���

,Q�DGGLWLRQ��WKH�*RYHUQPHQW�VKRXOG�SURYLGH�LQFHQWLYHV�IRU�WKH�VWDWH�RZQHG�
UHWDLOHUV�WR�LQWURGXFH�'0�PHDVXUHV�WR�WKH�UHJXODWHG�WDULII�FXVWRPHUV���7KLV�
FRXOG��IRU�H[DPSOH��EH�LQ�WKH�IRUP�RI�SDVVLQJ�RQ�SDUW�RI�WKH�(7()�EXLOG�XS�WR�
UHWDLOHUV�IRU�DFKLHYLQJ�WDUJHWHG�OHYHOV�RI�'0�WR�FRYHU�WKH�PHWHULQJ�DQG�RWKHU�
FRVWV�DV�ZHOO�DV�DQ\�FRPSHQVDWLRQ�IRU�ORVW�PDUJLQV�DULVLQJ�IURP�UHGXFHG�VDOHV���
6XFFHVVIXO�'0�VKRXOG�VHH�D�UHGXFWLRQ�LQ�DYHUDJH�SRRO�SULFHV�ZKLFK�ZLOO�EH�
SRVLWLYH�IRU�WKH�(7()�EDODQFH�WKHUHE\�SURYLGLQJ�WKH�FDSDFLW\�IRU�WKH�IXQG�WR�
PHHW�WKLV�H[WUD�REOLJDWLRQ��
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)RU�WKH�IXOO�EHQHILWV�RI�'0�WR�EH�UHDOLVHG�LW�LV�DOVR�LPSRUWDQW�WKDW�,3$57�DQG�
$&&&��RU�WKH�$XVWUDOLDQ�(QHUJ\�5HJXODWRU�LQ�IXWXUH���LQ�VHWWOLQJ�WKH�FDSLWDO�DQG�
RSHUDWLQJ�EXGJHWV�RI�WKH�PRQRSRO\�QHWZRUN�VHUYLFH�SURYLGHUV��HQVXUH�WKDW�WKH�
ORDG�UHGXFWLRQV�GXH�WR�'0�DUH�IXOO\�UHIOHFWHG�LQ�WKH�XQGHUO\LQJ�ORDG�IRUHFDVW��
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�

�� 0DUNHW�PRGHOLQJ�RI�WKH�6FKHPH�

���� ,QWURGXFWLRQ�

7KH�SRVVLEOH�PDUNHW�LPSDFWV�RI�WKH�6FKHPH�KDYH�EHHQ�DQDO\VHG�XVLQJ�$&,/�
7DVPDQ·V�HOHFWULFLW\�PDUNHW�PRGHO�²�3RZHU0DUN���7KH�PRGHO�XVHV�DQ�KRXUO\�
VHWWOHPHQW�SHULRG�DQG�SURGXFHV�KRXUO\�SRRO�SULFHV��VWDWLRQ�GLVSDWFK�DQG�
LQWHUFRQQHFWRU�IORZV���7KH�PRGHO�XVHV�D�OLQHDU�SURJUDP��/3��WR�VHWWOH�WKH�
PDUNHW�RYHUODLG�ZLWK�DQ�RSWPLVDWLRQ�PRGXOH�ZKLFK�LPSOHPHQWV�D�JDPH�WKHRU\�
DSSURDFK�WR�SRUWIROLR�VWUDWHJ\���7R�WKLV�HQG��WKH�PRGHO�XVHV�DQ�LWHUDWLYH�SURFHVV�
WR�RSWLPLVH�WKH�RIIHU�FXUYHV�RI�WKH�UHJLRQDO�JHQHUDWLRQ�SRUWIROLRV��

7KH�PRGHO�GRHV�QRW�DWWHPSW�WR�FRYHU�WKH�UHWDLO�HQG�RI�WKH�PDUNHW�DOWKRXJK�
KHGJH�FRQWUDFW�FRYHU�LV�DQ�LPSRUWDQW�LQSXW�WR�WKH�GHYHORSPHQW�RI�WKH�
JHQHUDWRU�RIIHU�FXUYHV�DQG�WKH�UHWDLO�VHFWRU�LV�DQ�LPSRUWDQW�FRQVLGHUDWLRQ�LQ�WKLV�
UHJDUG��

7KH�PDLQ�LQSXWV�WR�WKH�PRGHO�DUH���

�� GHPDQG�IRUHFDVW��

�� JHQHUDWLRQ�SODQW�W\SH�DQG�FDSDFLW\��LQFOXGLQJ�LQVWDOODWLRQV�DQG�UHWLUHPHQWV��

�� H[LVWLQJ�DQG�QHZ�LQWHUFRQQHFWRU�FDSDFLWLHV�DQG�WLPLQJ��DQG�G\QDPLF�ORVVHV��

�� PDUJLQDO�ORVV�IDFWRUV��

�� SODQQHG�DQG�XQSODQQHG�SODQW�RXWDJHV��

�� JHQHUDWRU�FRQWUDFW�FRYHU��

�� VKRUW�UXQ�PDUJLQDO�FRVW��650&��RI�JHQHUDWLRQ��

$Q�RXWOLQH�RI�WKH�PRGHO�LV�DW�$WWDFKPHQW�$��

7KH�PRGHOLQJ�FRYHUV�WKH�ILYH�\HDUV���������WR�����������7KH�DSSURDFK�ZDV�WR�
EHJLQ�ZLWK�D�PRGHO�UXQ�WHUPHG�¶EXVLQHVV�DV�XVXDO·��%$8��DQG�WKHQ�GHYHORS�D�
QXPEHU�RI�VFHQDULRV�LQ�RUGHU�WR�DVVHVV�WKH�OLNHO\�PDUNHW�LPSDFWV�RI�WKH�
6FKHPH��

7KH�PRGHOLQJ�LQYROYHG�XVLQJ�WKH�%$8�VFHQDULR�DV�D�UHIHUHQFH�FDVH�DQG�
GHYHORSLQJ�D�QXPEHU�RI�RWKHU�VFHQDULRV�ZKHUH�NH\�DVVXPSWLRQV�KDYH�EHHQ�
DGMXVWHG�WR�VLPXODWH�WKH�SRVVLEOH�DSSURDFKHV�DYDLODEOH�WR�SULYDWH�JHQHUDWRU�
WUDGHUV�LQ�16:���7KH�VFHQDULRV�LQYHVWLJDWH�D�QXPEHU�RI�1(0�RIIHU�VWUDWHJLHV�
ZKLFK�ZRXOG�EH�DYDLODEOH�WR�SULYDWH�JHQHUDWRU�WUDGHUV�DV�ZHOO�DV�WKH�OLNHO\�
HIIHFWV�RI�JHQHUDWLRQ�SRUWIROLR�RSWLRQV�DYDLODEOH�WR�WKH�16:�*RYHUQPHQW���
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���� 7KH�VFHQDULRV�

7KH�VFHQDULRV�SUHVHQWHG�DUH���

�� %XVLQHVV�DV�XVXDO��%$8��

�� =HUR�PDUJLQDO�FRVW�

�� /RZHU�FRQWUDFW�FRYHU��

�� )LYH�SRUWIROLRV�

�� )LYH�SRUWIROLRV�ZLWK�ORZHU�FRQWUDFW�FRYHU�

$OO�VFHQDULRV�DUH�EDVHG�RQ�D�VHW�RI�UHDOLVWLF�ORDG��SODQW�DQG�RWKHU�DVVXPSWLRQV�
GHYHORSHG�E\�$&,/�7DVPDQ�WR�UHSUHVHQW�D�OLNHO\�PDUNHW�IXWXUH�EDVHG�RQ�
SXEOLFO\�DYDLODEOH�ORDG�IRUHFDVWV�DQG�SURSRVHG�SODQW�FKDQJHV���

7KH�VFHQDULRV��ZLWK�RQH�RU�WZR�NH\�DVVXPSWLRQ�FKDQJHV��DUH�FRPSDUHG�ZLWK�
WKH�%$8�WR�PHDVXUH�WKH�LPSDFW�RQ�WKH�UHJLRQDO�SULFHV��VWDWLRQ�GLVSDWFK�DQG�
LQWHUFRQQHFWRU�IORZV���7KHVH�VFHQDULRV�WHVW�YDULRXV�RIIHU�VWUDWHJLHV�DYDLODEOH�WR�
WKH�SULYDWH�JHQHUDWRU�WUDGHUV�LQ�16:�DQG�WKH�SRUWIROLR�RSWLRQV�DYDLODEOH�WR�WKH�
16:�*RYHUQPHQW���

7KH�VFHQDULRV�DVVXPSWLRQV�DQG�UHVXOWV�DUH�SUHVHQWHG�LQ�WKH�IROORZLQJ�VHFWLRQV��

������ %XVLQHVV�DV�XVXDO�VFHQDULR��%$8��

7KH�%$8�VFHQDULR�DVVXPHV�WKH�6FKHPH�LV�QRW�LPSOHPHQWHG�DQG�WKH�WKUHH�
VWDWH�RZQHG�JHQHUDWRU�SRUWIROLRV�LQ�16:�FRQWLQXH�WR�RIIHU�FDSDFLW\�LQWR�WKH�
1(0���,W�LV�XVHG�DV�D�UHIHUHQFH�FDVH�WR�TXDQWLI\�WKH�FKDQJHV�ZKLFK�RFFXU�XQGHU�
D�QXPEHU�RI�SRVVLEOH�VFHQDULRV�UHVXOWLQJ�IURP�LQWURGXFWLRQ�RI�WKH�6FKHPH���
7KH�DVVXPSWLRQV�XQGHUO\LQJ�WKLV�PDUNHW�VFHQDULR�DUH�GLVFXVVHG�LQ�6HFWLRQ�������

������ =HUR�PDUJLQDO�FRVW�VFHQDULR�

7KLV�VFHQDULR�DVVXPHV�D�]HUR�650&�LV�XVHG�E\�SULYDWH�WUDGHUV�LQ�RIIHULQJ�WKH�
16:�FRDO�ILUHG�SRUWIROLRV�LQWR�WKH�1(0���7KLV�LV�EDVHG�RQ�WKH�DVVXPSWLRQ�
WKDW�WKH�SHULRGLF�SD\PHQWV�IRU�FRDO�DUH�QRW�OLQNHG�WR�XVDJH�DQG�DUH�UHJDUGHG�E\�
WKH�SULYDWH�JHQHUDWRU�WUDGHUV�DV�D�VXQN�FRVW��WKHUHE\�UHVXOWLQJ�LQ�D�]HUR�605&��

������ /RZHU�FRQWUDFW�FRYHU�VFHQDULR�

$�NH\�VWUDWHJ\�IRU�SULYDWH�JHQHUDWRU�WUDGHUV�PD\�EH�WR�UHGXFH�FRQWUDFW�OHYHOV�WR�
OLIW�SRRO�SULFHV���8QGHU�WKLV�VFHQDULR�LW�LV�DVVXPHG�WKDW�RQH�RI�WKH�ODUJHVW�SULYDWH�
JHQHUDWRU�WUDGHUV��0DF*HQ��KROGV�ORZHU�OHYHOV�RI�FRQWUDFW�FRYHU�WR�DOORZ�LW�
JUHDWHU�GLVFUHWLRQDU\�FDSDFLW\�WR�JDPH�WKH�PDUNHW�DQG�SRVVLEO\�OLIW�SRRO�SULFHV����

7KHUH�LV�D�VWURQJ�OLQN�EHWZHHQ�WKH�OHYHO�RI�FRQWUDFW�FRYHU�KHOG�E\�JHQHUDWLRQ�
SRUWIROLRV�DQG�SRRO�SULFHV���,Q�JHQHUDO��ORZHU�FRQWUDFW�FRYHU�PHDQV�KLJKHU�SRRO�
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SULFHV�EHFDXVH�WKHUH�LV�ODUJHU�TXDQWLW\�RI�GLVFUHWLRQDU\�FDSDFLW\�DYDLODEOH�WR�WKH�
WUDGHU�ZLWK�ZKLFK�WR�JDPH�WKH�PDUNHW���:KLOVW�WKH�SRUWIROLR�RQO\�UHFHLYHV�WKLV�
EHQHILW�RI�KLJKHU�SRRO�SULFHV�RQ�WKH�XQKHGJHG�SRUWLRQ�RI�FDSDFLW\��LQ�WKH�
ORQJHU�WHUP��KLJKHU�SRRO�SULFHV�DOVR�LQIOXHQFH�WKH�SULFHV�DW�ZKLFK�UHWDLOHUV�DUH�
ZLOOLQJ�WR�KHGJH�PDUNHW�H[SRVXUHV��

)RU�WKLV�VFHQDULR�WKH�FRQWUDFW�FRYHU�RQ�WKH�ODUJH�0DF*HQ�SRUWIROLR�KDV�EHHQ�
UHGXFHG�E\�ILYH�SHUFHQWDJH�SRLQWV�DQG�WKH�UHVXOWV�FRPSDUHG�WR�WKH�%$8��

$�FDVH�ZKHUH�WKH�FRQWUDFW�FRYHU�RQ�DOO�WKUHH�SRUWIROLRV��ZKLOH�SUREDEO\�
XQUHDOLVWLF��ZDV�UXQ�IRU�FRPSDULVRQ�SXUSRVHV��

������ )LYH�SRUWIROLR�VFHQDULR�

7KH�H[LVWLQJ�WKUHH�JHQHUDWLRQ�SRUWIROLRV�LQ�16:�DUH�WKH�ODUJHVW�LQ�WKH�1(0�
DQG�DUH�LQ�D�SRVLWLRQ�WR�H[HUW�XQGXH�PDUNHW�SRZHU���7KH�6FKHPH�OHDYHV�RSHQ�
WKH�SRVVLELOLW\�RI�DXFWLRQLQJ�VPDOOHU�JHQHUDWLRQ�SDUFHOV�WR�WKH�SULYDWH�VHFWRU�DQG�
WKLV�VFHQDULR�H[DPLQHV�WKH�HIIHFWV�RQ�WKH�SRRO�SULFHV�DQG�VWDWLRQ�GLVSDWFK�RI�
KDYLQJ�ILYH�JHQHUDWLRQ�SRUWIROLRV�LQ�16:���7KLV�LQYROYHV�VSOLWWLQJ�0DF*HQ�DQG�
'HOWD�LQ�WZR�WR�KDYH�WKH�SRUWIROLR�VWUXFWXUH�DV�VKRZQ�LQ�)LJXUH������

)LJXUH��� 5HYLVHG�16:�SRUWIROLR�VWUXFWXUH�

0DFTXDULH
*HQHUDWLRQ

%D\VZDWHU
/LGGHOO

'HOWD�(OHFWULFLW\

0W�3LSHU
9DOHV�3RLQW
0XQPRUDK
:DOOHUDZDQJ

(UDULQJ�(QHUJ\

(UDULQJ

%D\VZDWHU /LGGHOO 0W�3LSHU
:DOOHUDZDQJ

9DOHV�3RLQW
0XQPRUDK

(UDULQJ

*HQHUDWLRQ
3RUWIROLRV
%HIRUH�6SOLW

*HQHUDWLRQ
3RUWIROLRV
$IWHU�6SOLW

�

2IIHULQJ�VPDOOHU�JHQHUDWLRQ�SRUWIROLRV�ZLOO�GLOXWH�WKH�PDUNHW�SRZHU�DQG�UHGXFH�
WKH�IUHTXHQF\�DQG�PDJQLWXGH�RI�PDUNHW�JDPLQJ�DFWLYLWLHV�LQ�16:���/RZHU�SRRO�
SULFHV�DUH�OLNHO\�WR�UHVXOW�DQG�WKLV�ZLOO�WHQG�WR�UHGXFH�WKH�YDOXH�RI�WKH�WUDGHU�
FRQWUDFWV�DQG�UHGXFH�IXWXUH�SD\PHQWV�WR�WKH�16:�*RYHUQPHQW�XQGHU�WKH�
VFKHPH���+RZHYHU��E\�UHGXFLQJ�SULFHV�WKURXJK�GLVVLSDWLQJ�JHQHUDWRU�PDUNHW�
SRZHU��WKLV�VFHQDULR�LV�DWWUDFWLYH�WR�HOHFWULFLW\�XVHUV��

)RU�FRPSDULVRQ��D�FDVH�RI�VHYHQ��VLQJOH�VWDWLRQ��SRUWIROLRV�ZDV�DOVR�UXQ��

������ )LYH�SRUWIROLRV�ZLWK�ORZHU�FRQWUDFW�FRYHU�VFHQDULR�

7KLV�VFHQDULR�FRPELQHV�WKH�ILYH�JHQHUDWLRQ�SRUWIROLRV�DQG�UHGXFHG�FRQWUDFW�
FRYHU�RQ�WKH�%D\VZDWHU��WKH�ODUJHVW�RI�WKH�ILYH�SRUWIROLRV��,W�KDV�EHHQ�LQFOXGHG�



$VVHVVPHQW�RI�SURSRVHG�HQHUJ\�WUDGHU�VFKHPH�LQ�16:�

0DUNHW�PRGHOLQJ�RI�WKH�6FKHPH� ���

WR�H[DPLQH�WKH�H[WHQW�WR�ZKLFK�UHGXFLQJ�WKH�VL]H�RI�WKH�SRUWIROLRV�SURYLGHV�D�
VDIHJXDUG�DJDLQVW�SULYDWH�JHQHUDWRU�WUDGHUV�JDPLQJ�WKH�PDUNHW�E\�UXQQLQJ�ORZHU�
KHGJH�FRQWUDFW�SRVLWLRQV��

,W�LV�FRPSDUHG�ZLWK�WKH�%$8�DQG�WKH�%88�ZLWK�0DF*HQ·V�FRQWUDFWV�FRYHU�
UHGXFHG�E\�ILYH�SHUFHQWDJH�SRLQWV���,W�LV�DOVR�FRPSDUHG�ZLWK�WKH�ORZHU�FRQWUDFW�
FRYHU�RQ�%D\VZDWHU�LQ�WKH�VHYHQ�SRUWIROLR�FDVH����

���� .H\�PRGHOOLQJ�DVVXPSWLRQV��

7KLV�VHFWLRQ�SURYLGHV�D�EULHI�RYHUYLHZ�RI�WKH�DVVXPSWLRQV�DQG�PRGHO�VHWWLQJV�
XVHG�LQ�WKH�%$8�VFHQDULR���7KH�DVVXPSWLRQ�GHVFULSWLRQV�DUH�VSOLW�LQWR�VL[�
KHDGLQJV��

�� ORDG�IRUHFDVW��

�� SODQW�FRPPHQFHPHQWV�DQG�UHWLUHPHQWV��

�� LQWHUFRQQHFWRU�FDSDFLW\���

�� FRQWUDFW�FRYHU��DQG�

�� RWKHU�DVVXPSWLRQV��

������ /RDG�IRUHFDVW�

*URZWK�LQ�DQQXDO�HQHUJ\�DQG�SHDN�ORDG�DUH�LPSRUWDQW�LQSXWV�WR�WKH�%$8�
VFHQDULR���7KH�RIILFLDO�IRUHFDVW�RI�UHJLRQDO�VXPPHU�DQG�ZLQWHU�SHDN�GHPDQGV�
DQG�DQQXDO�HQHUJ\�SXEOLVKHG�E\�1(00&2�LQ�LWV������6WDWHPHQW�RI�
2SSRUWXQLWLHV��622��KDV�EHHQ�XVHG�DV�D�EDVH�IRU�WKH�IRUHFDVW��

7KH�HQHUJ\�DQG�ORDG�SURMHFWLRQV�DGRSWHG�IURP�WKH�622�DUH�WKH�´PHGLXPµ�
HQHUJ\�DQG�´����SUREDELOLW\�RI�H[FHHGHQFHµ�SHDNV���

7KH�1(00&2�IRUHFDVW�LQFOXGHV�DQ�DOORZDQFH�IRU�IXWXUH�ODUJH�LQGXVWULDO�ORDGV�
RQO\�ZKHQ�WKHVH�DUH�FRQILUPHG�DQG��DV�VXFK��GRHV�QRW�LQFOXGH�WKH�SURSRVHG�
$OGRJD�DOXPLQXP�VPHOWHU��LQ�4XHHQVODQG���+RZHYHU�WKH�$OGRJD�VPHOWHU�KDV�
EHHQ�LQFOXGHG�LQ�WKH�%$8�VFHQDULR�DV�D����0:�ORDG�UDPSLQJ�XS�RYHU�WKUHH�
\HDUV�IURP�-XO\������WR�-XQH�������

7KH�LQFOXVLRQ�RI�WKH�$OGRJD�ORDG�GULYHV�WKH�DQQXDO�SHDN�ORDG�UHTXLUHPHQWV�IRU�
4XHHQVODQG�DERYH�WKRVH�RI�9LFWRULD�LQ�������$OO�RWKHU�WKLQJV�HTXDO��WKH�
LQFOXVLRQ�RI�WKLV�ORDG�ZLOO�GHFUHDVH�WKH�SURSHQVLW\�RI�HOHFWULFLW\�JHQHUDWHG�LQ�
4XHHQVODQG�WR�EH�H[SRUWHG�WR�16:�DQG�9LFWRULD��



$VVHVVPHQW�RI�SURSRVHG�HQHUJ\�WUDGHU�VFKHPH�LQ�16:�

0DUNHW�PRGHOLQJ�RI�WKH�6FKHPH� ���

'HWDLOV�RI�WKH�HQHUJ\�DQG�GHPDQG�IRUHFDVWV�DUH�SURYLGHG�LQ�7DEOH���DQG�7DEOH�
��UHVSHFWLYHO\��,W�VKRXOG�EH�QRWHG�WKDW�WKH�SURMHFWHG�DQQXDO�HQHUJ\�DQG�SHDN�
ORDGV�VKRZQ�LQ�7DEOH���DQG�7DEOH���VXPPDULVH�WKH�GHPDQG�IRU�HOHFWULFLW\�LQ�
HDFK�UHJLRQ��QRW�WKH�H[SHFWHG�GLVSDWFK�RI�JHQHUDWRUV�ZLWKLQ�HDFK�UHJLRQ���

�

7DEOH���DQG�7DEOH���VXPPDULVH�WKH�SHUFHQWDJH�DQQXDO�JURZWK�LQ�HQHUJ\�DQG�

SHDN�ORDG���7KH�KLJKHU�SHUFHQWDJH�JURZWK�LQ�PRVW�VWDWH·V�SHDN�ORDG�FRPSDUHG�
ZLWK�WKH�JURZWK�LQ�HQHUJ\�LV�SULQFLSDOO\�GXH�WR�DQ�DVVXPSWLRQ�RI�FRQWLQXHG�DLU�
FRQGLWLRQLQJ�SHQHWUDWLRQ�LQ�WKH�GRPHVWLF�VHFWRU���7KH�HQHUJ\�JURZWK�LQ�
4XHHQVODQG�LQ�WKH�ODWHU�WKUHH�\HDUV�RI�WKH�ORDG�IRUHFDVW�LV�KLJKHU�WKDQ�SHDN�
GHPDQG�EHFDXVH�RI�WKH�LQIOXHQFH�RI�WKH�YHU\�KLJK�ORDG�IDFWRU�$OGRJD�VPHOWHU��

,W�LV�ZRUWK�QRWLQJ�WKDW�H[SHFWHG�UHQHZDEOH�HQHUJ\�SURMHFWV�WR�PHHW�WKH�05(7�
WDUJHWV�DUH�QRW�LQFOXGHG�LQ�WKH�ORDG�IRUHFDVW���0RVW�RI�WKH�UHQHZDEOH�HQHUJ\�
JHQHUDWLRQ�TXDOLI\LQJ�IRU�WKH�05(7�LV�FRQVLGHUHG�HLWKHU�ORDG�RU�ORDG�UHGXFWLRQ�

7DEOH��� 3URMHFWHG�TXDUWHUO\�SHDN�GHPDQGV��0:��
�� 16:� 4XHHQVODQG� 6$� 7DVPDQLD� 9LFWRULD�

-XO���6HS������ ������� ������ ������ ������ ������
2FW���'HF������ ������� ������ ������ ������ ������
-DQ���0DU������ ������� ������ ������ ������ ������
$SU���-XQ������ ������� ������ ������ ������ ������
-XO���6HS������ ������� ������ ������ ������ ������
2FW���'HF������ ������� ������ ������ ������ ������
-DQ���0DU������ ������� ������ ������ ������ ������
$SU���-XQ������ ������� ������ ������ ������ ������
-XO���6HS������ ������� ������ ������ ������ ������
2FW���'HF������ ������� ������ ������ ������ ������
-DQ���0DU������ ������� ������ ������ ������ ������
$SU���-XQ������ ������� ������ ������ ������ ������
-XO���6HS������ ������� ������ ������ ������ ������
2FW���'HF������ ������� ������ ������ ������ ������
-DQ���0DU������ ������� ������ ������ ������ ������
$SU���-XQ������ ������� ������ ������ ������ ������
-XO���6HS������ ������� ������ ������ ������ ������
2FW���'HF������ ������� ������ ������ ������ ������
-DQ���0DU������ ������� ������ ������ ������ ������
$SU���-XQ������ ������� ������ ������ ������ ������
-XO���6HS������ ������� ������ ������ ������ ������
2FW���'HF������ ������� ������ ������ ������ ������
-DQ���0DU������ ������� ������� ������ ������ �������
$SU���-XQ������ ������� ������ ������ ������ ������

'DWD�VRXUFH��$&,/�7DVPDQ�ZLWK�1(00&2�

7DEOH��� )RUHFDVW�DQQXDO�HQHUJ\�UHTXLUHPHQWV��*:K��
� �������� �������� �������� �������� �������

16:� ������� ������� ������� ������� �������
4XHHQVODQG� ������� ������� ������� ������� �������
6$� ������� ������� ������� ������� �������
7DVPDQLD� ������� ������� ������� ������� �������
9LFWRULD� ������� ������� ������� ������� �������
'DWD�VRXUFH��$&,/�7DVPDQ�ZLWK�1(00&2�
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DSSOLDQFHV��VXFK�DV�VRODU�ZDWHU�KHDWLQJ���(PEHGGHG�JHQHUDWLRQ�KDV�WKH�HIIHFW�RI�
UHGXFLQJ�WKH�ORDG�EHLQJ�PHW�WKURXJK�WKH�1(0���(YHQ�LQ�WKH�FDVH�RI�ZLQG�
WXUELQHV�JHQHUDWLQJ�LQWR�WKH�1(0��WKH\�DUH�RIWHQ�XVHG�DV�HQHUJ\�VDYHUV�ZKHQ�
OLQNHG�WR�H[LVWLQJ�JHQHUDWRUV��VXFK�DV�WKH�7DVPDQLDQ�K\GUR�V\VWHP���

7KLV�GHGXFWLRQ�SDUWO\�H[SODLQV�WKH�FRPSDUDWLYHO\�ORZHU�DQQXDO�JURZWK�LQ�
9LFWRULD·V�HQHUJ\�FRQVXPSWLRQ�LQ�WKH�HDUOLHU�SDUW�RI�WKH�SURMHFWLRQ�²�GXH�WR�WKH�
QHWWLQJ�RXW�RI�H[SHFWHG�ZLQG�SRZHU�JHQHUDWLRQ���7KH�H[SHFWHG�JURZWK�LQ�WKH�
HPEHGGHG�QRQ�VFKHGXOHG�JHQHUDWLRQ�RIIVHWV��UHGXFHV��WKH�HQHUJ\�DQG�SHDN�
ORDGV�IURP�WKH�SRRO����7KH�YHU\�KLJK�IRUHFDVW�JURZWK�LQ���������LQ�6$�LV�
EHFDXVH�SHDN�GHPDQG�RI���������ZDV�DIIHFWHG�E\�WKH�PLOG�VXPPHU�DQG�ZDV�
ZHOO�EHORZ�D�QRUPDO�VXPPHU�SHDN�GHPDQG�DVVXPLQJ�PHGLDQ�ZHDWKHU�
FRQGLWLRQV��

7DEOH��� $QQXDO�SHUFHQWDJH�JURZWK�LQ�HQHUJ\�FRQVXPSWLRQ�
� �������� �������� �������� �������� �������
16:� ����� ����� ����� ����� �����
4XHHQVODQG� ����� ����� ����� ����� �����
6$� ������ ������ ����� ����� �����
7DVPDQLD� � ����� ����� ����� �����
9LFWRULD� ����� ����� ����� ����� �����
'DWD�VRXUFH��$&,/�7DVPDQ�ZLWK�1(00&2�

7DEOH��� $QQXDO�SHUFHQWDJH�JURZWK�LQ�SHDN�GHPDQG�
� ����� ����� ����� ����� �����
16:� ����� ����� ����� ����� �����
4XHHQVODQG� ����� ����� ����� ����� �����
6$� ������ ����� ����� ����� �����
7DVPDQLD� �� ����� ����� ����� �����
9LFWRULD� ����� ����� ����� ����� �����
'DWD�VRXUFH��$&,/�7DVPDQ�ZLWK�1(00&2�

������ 7KH�VWDQGDUG�\HDU�RI�KRXUO\�ORDGV�

3RZHU0DUN�VLPXODWHV�WKH�1(0�RQ�DQ�KRXUO\�EDVLV��ZLWK�KRXUO\��QRW�KDOI�KRXUO\��
VHWWOHPHQW�SHULRGV���

7KH�3RZHU0DUN�GDWDEDVH�XVHV�D�VLPXODWHG�KRXUO\�ORDG�SURILOH�IRU�HDFK�UHJLRQ�
EDVHG�RQ�DFWXDO�KDOI�KRXU�JHQHUDWHG�ORDG�REVHUYDWLRQV�IRU�WKH�IRXU�\HDUV������
���WR���������DQG�WHPSHUDWXUH�DQG�KXPLGLW\�GDWD�IRU���������WR����������$�
V\QWKHWLF�¶VWDQGDUG�\HDU·�LV�FUHDWHG�E\�UDQGRPO\�FKRRVLQJ�D�WHPSHUDWXUH�DQG�
KXPLGLW\�SURILOH�IRU�HDFK�GD\�RI�WKH�VWDQGDUG�\HDU�IURP�WKH���������DQG������
���GDWD�EDVH�RI�GDLO\�WHPSHUDWXUH�DQG�KXPLGLW\�SURILOHV����

7KH�KRXUO\�ORDG�SURILOH�IRU�HDFK�GD\�LQ�WKH�¶VWDQGDUG�\HDU·�LV�VHOHFWHG�IURP�WKH�
IRXU�ORDG�GDWD�\HDUV�ZLWK�WKH�FORVHVW�PDWFKLQJ�WHPSHUDWXUH�FRQGLWLRQV�DQG�
VDPH�GD\�W\SH��GD\�RI�ZHHN��PRQWK�RI�\HDU��ZRUNLQJ�GD\��QRQ�ZRUNLQJ�GD\���
7KLV�LV�DFKLHYHG�E\�ILQGLQJ�WKH�FORVHVW�OHDVW�VTXDUHV�PDWFK�EHWZHHQ�WKH�
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WHPSHUDWXUH�SURILOH�IRU�WKDW�GD\�LQ�WKH�VWDQGDUG�\HDU�DQG�WKH�WHPSHUDWXUH�
SURILOH�IRU�D�GD\�LQ�RQH�RI�WKH�IRXU�ORDG�GDWD�\HDUV��

7KH�VWDQGDUG�\HDU�RI�VLPXODWHG�KRXUO\�ORDGV�LV�VFDOHG�IRU�HDFK�\HDU�RI�WKH�
SURMHFWLRQ�EDVHG�RQ�WKH�SURMHFWHG�ZLQWHU�DQG�VXPPHU�SHDN�GHPDQGV�DQG�
DQQXDO�HQHUJ\���7HFKQLFDOO\��D�OLQHDU�WUDQVIRUPDWLRQ�PHWKRG�KDV�EHHQ�XVHG�WR�
HQVXUH�DOO�KRXUO\�GDWD�FRQIRUP�WR�ERWK�WKH�DQQXDO�HQHUJ\�DQG�WKH�ZLQWHU�DQG�
VXPPHU�SHDN�ORDGV���

������ *HQHUDWLRQ�SODQW�FKDQJHV�

)XWXUH�JHQHUDWLRQ�FDSDFLW\�WR�VXSSO\�HOHFWULFLW\�GXULQJ�WKH�SURMHFWLRQ�SHULRG�LV�
GHSHQGHQW�RQ��

�� FDSDFLW\�DQG�W\SH�RI�H[LVWLQJ�JHQHUDWLRQ���

�� FDSDFLW\��W\SH�DQG�WLPLQJ�RI�SODQW�UHWLUHPHQWV��

�� FDSDFLW\��W\SH�DQG�WLPLQJ�RI�QHZ�SODQW��QHZ�HQWUDQWV���DQG�

�� IUHTXHQF\�DQG�OHQJWK�RI�PDLQWHQDQFH�SURJUDPPHV�DV�ZHOO�DV�DVVXPHG�
IRUFHG�RXWDJH�UDWHV��

:KHQ�WDNHQ�WRJHWKHU�ZLWK�WKH�HOHFWULFLW\�FRQVXPSWLRQ�IRUHFDVW��WKH�
DVVXPSWLRQV�UHJDUGLQJ�SODQW�DGGLWLRQV�DQG�UHWLUHPHQWV�ZLOO�GHWHUPLQH�WKH�
VXSSO\�GHPDQG�EDODQFH�DQG�DUH�FULWLFDO�WR�WKH�PRGHOOLQJ�UHVXOWV��

7DEOH���RXWOLQHV�WKH�ZLWKGUDZDOV�DQG�DGGLWLRQV�RI�SODQW�DVVXPHG�LQ�WKH�%$8��

,Q�16:�WKH�LQFUHDVH�LQ�FDSDFLW\�RI�0DF*HQ�DQG�'HOWD�XQLWV�KDV�D�VLJQLILFDQW�
HIIHFW�RQ�DYDLODEOH�FDSDFLW\���7ZR�RI�0DF*HQ·V�/LGGHOO�XQLWV�XQGHUZHQW�
UHIXUELVKPHQW��UHVXOWLQJ�LQ�D�KLJKHU�FDSDFLW\�DQG�LPSURYHG�HIILFLHQF\��LQ������
²�WKHVH�WZR�XQLWV�DUH�RSHUDWLQJ�RQ�D�IXOO�WLPH�EDVLV�IURP�WKH�EHJLQQLQJ�RI�WKH�
SURMHFWLRQ�SHULRG���7KH�WKLUG�/LGGHOO�XQLW�ZDV�UHWXUQHG�WR�IXOO�WLPH�VHUYLFH�LQ�
-XQH������DIWHU�SUHYLRXV�XVH�DV�D�EDFNXS�DQG�WKH�IRXUWK�XQLW�LV�DVVXPHG�WR�
UHPDLQ�DV�D�EDFNXS�XQWLO�'HFHPEHU��������,W�LV�DVVXPHG�WKDW�WKH�ILUVW�RI�WKH�
0XQPRUDK�XQLWV�FKDQJHV�IURP�D�EDFN�XS�UROO�WR�IXOO�WLPH�VHUYLFH�LQ�-XQH������
DQG�WKH�VHFRQG�XQLW�UHWXUQV�WR�IXOO�WLPH�VHUYLFH�LQ�-DQXDU\��������7KH�IRXU�
%D\VZDWHU�XQLWV�DUH�DVVXPHG�WR�XQGHUJR�DQ�XSJUDGH��DGGLQJ���0:�SHU�XQLW��WR�
JLYH�D�QDPHSODWH�FDSDFLW\�RI����0:��EHWZHHQ�2FWREHU������DQG�-XQH���������
$�QHZ�FRDO�ILUHG�SODQW�LV�DGGHG�LQ�16:�LQ�-XO\������DQG�D�QHZ�&&*7�LQ�
'HFHPEHU�RI�WKDW�\HDU��

�������������������������������������������������
��7KH�%D\VZDWHU�XQLWV�ZHUH�RULJLQDOO\�UHSRUWHG�WR�KDYH�DQ�XSJUDGH�RI���0:��WDNLQJ�WKH�

FDSDFLW\�WR����0:�SHU�XQLW��EXW�$&,/�7DVPDQ�DQDO\VLV�RI�WKH�RIIHU�GDWD�IURP�%D\VZDWHU�
RYHU�WKH�SDVW����PRQWKV�VXJJHVWV�FOHDUO\�WKDW�WKH�PD[LPXP�FDSDFLW\�RIIHUHG�WR�WKH�1(0�LV�
���0:�SHU�XQLW��
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&6�(QHUJ\·V�&DOOLGH�$�VWDWLRQ�KDV�QRW�RSHUDWHG�VLQFH�'HFHPEHU������DQG�ZH�
KDYH�DVVXPHG�LW�GRHV�QRW�UHWXUQ�WR�VHUYLFH���6ZDQEDQN�%�LV�DVVXPHG�WR�
XQGHUJR�UHIXUELVKPHQW�LQ�WKH������FDOHQGDU�\HDU���(QHUWUDGH�LV�DVVXPHG�WR�
KDYH�WKH�HTXLYDOHQW�RI�RQH�*ODGVWRQH�XQLW�RII�OLQH�IURP������WR�������)XUWKHU��
RQ�WKH�EDVLV�RI�RXU�DVVXPSWLRQ�WKDW�&60�JDV�ZLOO�EH�DYDLODEOH�LQ�4XHHQVODQG�
IURP�-DQXDU\�������ZH�DVVXPH�WKH�UHILULQJ�RI�<DEXOX�DV�D����0:�&&*7��
.RJDQ�&UHHN·V�FRPPLVVLRQLQJ�GDWH�LV�VHW�WR�EH�1RYHPEHU��������$GGLWLRQDO�
QHZ�HQWUDQW�&&*7V�DUH�DVVXPHG�LQ�4XHHQVODQG�SRVW��������+RZHYHU��QRW�DOO�
QHZ�HQWUDQWV�DUH�DVVXPHG�WR�EH�JDV�ILUHG��

,Q�6$��7KRPDV�3OD\IRUG�LV�DVVXPHG�WR�XQGHUJR�DQ�XSJUDGH�LQ������DQG�������
WKH�QHW�UHVXOW�EHLQJ�DQ�LPSURYHPHQW�LQ�DX[LOLDU\�XVDJH�DQG�WKHUPDO�HIILFLHQF\�²�
WKLV�LV�EDVHG�RQ�LQIRUPDWLRQ�FRQWDLQHG�LQ�WKH�ODWHVW�1(00&2�622�DQG�
$&,/�7DVPDQ�VRXUFHV��

,Q�9LFWRULD��/R\�<DQJ�$�LV�DVVXPHG�WR�XQGHUJR�DQ�XSJUDGH�SURFHVV�EHWZHHQ�
�����DQG������²�DGGLQJ�EHWZHHQ���0:�DQG���0:�LQ�FDSDFLW\�SHU�XQLW�DQG�
+D]HOZRRG�LV�DVVXPHG�WR�JDLQ���0:�LQ�FDSDFLW\�IRU�HDFK�RI�VHYHQ�RI�LWV�XQLWV�
LQ����������0RGHOOLQJ�VXJJHVWV�WKDW�SURMHFWHG�9LFWRULDQ�SRRO�SULFH�GRHV�QRW�
VXSSRUW�IXUWKHU�QHZ�HQWUDQWV�LQ�9LFWRULD�LQ�WKH�QH[W�ILYH�\HDUV�LQFOXGLQJ�2ULJLQ�
(QHUJ\·V�SURSRVHG�EDVH�ORDG�SODQW�LQ�:HVWHUQ�9LFWRULD��

7DEOH��� $GGLWLRQV�WR�DQG�ZLWKGUDZDOV�IURP�JHQHUDWLRQ�FDSDFLW\��E\�UHJLRQ�
3RUWIROLR� *HQHUDWRU� 7\SH� 1DPHSODWH�FDSDFLW\�

�0:��
'DWH�RQ� �

9LFWRULD�
/R\�<DQJ�3RZHU� /R\�<DQJ�$� %URZQ�FRDO� �������SHU�XQLW� -XO������±�-XQ������ �
+D]HOZRRG�3RZHU� +D]HOZRRG�3RZHU�

6WDWLRQ�
%URZQ�FRDO� ���0:�SHU���XQLWV� -XO������±�-XQ������ �

1HZ�6RXWK�:DOHV�
0DFTXDULH�*HQHUDWLRQ� /LGGHOO�8��±�8�� %ODFN�FRDO� ����SHU�XQLW� �������� �
0DFTXDULH�*HQHUDWLRQ� /LGGHOO�8�� %ODFN�FRDO� ���� 5HWXUQ�WR�IXOO�VHUYLFH�LQ�-XQ������ �
0DFTXDULH�*HQHUDWLRQ� /LGGHOO�8�� %ODFN�FRDO� ���� 5HWXUQ�WR�IXOO�VHUYLFH�LQ�'HF������ �
0DFTXDULH�*HQHUDWLRQ� %D\VZDWHU� 8�� ±

8��
%ODFN�FRDO� ����SHU�XQLW� 2FW�������

��-XQ������
�

'HOWD� 0XQPRUDK�8�� %ODFN�FRDO� ���� -DQ�������FKDQJLQJ�IURP�EDFNXS�WR�IXOO�VHUYLFH�� �
'HOWD� 0XQPRUDK�8�� %ODFN�FRDO� ���� -XQ������±�EDFNXS�UROH��-XQ�����±�IXOO�WLPH�VHUYLFH� �
1HZ�HQWUDQW� 1(�3HDNHU� *7�*DV� ���� -DQ������ �
1HZ�HQWUDQW� 1(�&RDO� %ODFN�FRDO�� ���� -XO������ �
1HZ�HQWUDQW� 1(�&&*7� &&*7�*DV� ���� 'HF������ �

6RXWK�$XVWUDOLD�
15*�)OLQGHUV� 7KRPDV�3OD\IRUG� %URZQ�FRDO� �[��0:� -DQ������±�-XO�������UHIXUELVKPHQW�� �
1HZ�(QWUDQW� 1(�&&*7� &&*7�*DV� ���� )HE������ �

4XHHQVODQG�
(QHUWUDGH� <DEXOX� &&*7�*DV� ���� -DQ�������FRQYHUVLRQ�� �
&6�(QHUJ\� .RJDQ�&N� %ODFN�FRDO� ���� 1RY������ �
(QHUWUDGH� 0W�6WXDUW� &&*7�*DV� ���� 'HF�������FRQYHUVLRQ�� �
'DWD�VRXUFH��$&,/�7DVPDQ�
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������ 6XSSO\�GHPDQG�EDODQFH�

)LJXUH���SURYLGHV�D�VW\OLVHG�VXPPDU\�RQ�DQ�DQQXDO�EDVLV�RI�WKH�JURZWK�LQ�ORDG�
DQG�JHQHUDWLRQ�FDSDFLW\�IRU�HDFK�UHJLRQ�LQ�WKH�%$8�VFHQDULR�RI�SHDNLQJ�
FDSDFLW\�WR�9LFWRULD��DQG�WKHUHIRUH�RIIVHWWLQJ�WKH�UHGXFWLRQ�LQ�UHVHUYH�PDUJLQ���

������ ,QWHUFRQQHFWRU�FDSDFLW\�

,QWHUFRQQHFWRUV�FDQ�HLWKHU�EH�D�VRXUFH�RI�ORZHU�SULFHG�HOHFWULFLW\�FRPLQJ�LQWR�D�
UHJLRQ��RU�D�PHDQV�WR�H[SRUW�VXUSOXV�FDSDFLW\����7KH�LQWHUFRQQHFWRU�FDSDFLWLHV�
XVHG�LQ�WKH�PRGHOOLQJ�DUH�ODUJHO\�WDNHQ�IURP�1(00&2·V�$QQXDO�1DWLRQDO�
7UDQVPLVVLRQ�6WDWHPHQW��$176��EXW�KDYH�EHHQ�DGMXVWHG�ZKHUH�QHFHVVDU\�WR�
LQFRUSRUDWH�LQWHUFRQQHFWRU�FDSDFLW\�ZKLFK�ZRXOG�VHHP�WR�EH�MXVWLILHG�IURP�D�
PDUNHW�SHUVSHFWLYH���7KH�PDLQ�GLIIHUHQFH�LV�WKH�LQFOXVLRQ�RI�D�6QRZ\�WR�6$�

)LJXUH��� &XPXODWLYH�JURZWK�LQ�ORDG�DQG�FDSDFLW\�E\�UHJLRQ�²%$8��EDVH�FDVH�

&XPXODWLYH�JURZWK�LQ�ORDG�DQG�FDSDFLW\�
������DV�EDVH����16:
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<HDU�

�0
:
�

3HDN�ORDG� $YHUDJH�ORDG� &DSDFLW\

&XPXODWLYH�JURZWK�LQ�ORDG�DQG�FDSDFLW\�
������DV�EDVH����4OG
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<HDU�

�0
:
�

3HDN�ORDG� $YHUDJH�ORDG� &DSDFLW\

�
&XPXODWLYH�JURZWK�LQ�ORDG�DQG�FDSDFLW\�

������DV�EDVH����6$
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�0
:
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3HDN�ORDG� $YHUDJH�ORDG� &DSDFLW\

�

&XPXODWLYH�JURZWK�LQ�ORDG�DQG�FDSDFLW\�
������DV�EDVH����9LF
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�0
:
�

3HDN�ORDG� $YHUDJH�ORDG� &DSDFLW\

�
&XPXODWLYH�JURZWK�LQ�ORDG�DQG�FDSDFLW\�
������DV�EDVH����$OO�UHJLRQV��H[FO�7DV�
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�0
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3HDN�ORDG� $YHUDJH�ORDG� &DSDFLW\
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'DWD�VRXUFH��$&,/�7DVPDQ�
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LQWHUFRQQHFWRU��61,��ZKLFK�KDV�EHHQ�LQFOXGHG�LQ�WKH�PRGHOOLQJ�DV�LQFUHDVHG�
LQWHUFRQQHFWRU�FDSDFLW\�LQWR�6$��DV�LW�DYRLGV�WKH�QHHG�IRU�DQ�DGGLWLRQDO����0:�
RI�SHDNLQJ�FDSDFLW\�LQ�6$���,W�KDV�EHHQ�FKRVHQ�RYHU�DQ�LQFUHDVH�LQ�WKH�
+H\ZRRG�LQWHUFRQQHFWRU�DV�PXWHG�LQ�WKH������$176�EHFDXVH�LW�SURYLGHV�D�
PRUH�GLUHFW�OLQN�EHWZHHQ�WKH�6$�PDUNHW�DQG�DYDLODEOH�FDSDFLW\��$�VXPPDU\�RI�
WKH�LQWHUFRQQHFWRUV�DQG�LQWHUFRQQHFWRU�H[SDQVLRQ�DVVXPHG�LQ�WKH�%$8�
VFHQDULR�LV�VKRZQ�LQ�7DEOH����

7DEOH��� $VVXPHG�WRWDO�LQWHUFRQQHFWLRQ�FDSDFLW\��0:��
)URP� 7R� -DQ���� -DQ���� -DQ����
6QRZ\� 9LF� ����� ����� �����
9LF� 6QRZ\� ����� ����� �����

6QRZ\� 16:� ����� ����� �����
16:� 6QRZ\� ����� ����� �����
9LF� 6$� ���� ���� ����
6$� 9LF� ���� ���� ����

9LF�±�0/� 6$���0/� ���� ���� ����
6$���0/� 9,&�±�0/� ���� ���� ����

9LF� 7DV� � � ����

7DV� 9LF� � �
���������IRU�XSWR���
FRQVHFXWLYH�KRXUV��

16:� 6$� � � ����
6$� 16:� � � ����
16:� 4OG� ���� ���� ����
4OG� 16:� ���� ���� ����

16:���'/� 4OG���'/� ���� ���� ����
4OG���'/� 16:���'/� ���� ���� ����

'DWD�VRXUFH��$&,/�7DVPDQ�

������ &RQWUDFW�FRYHU��

&RQWUDFW�FRYHU�PHDVXUHV�WKH�H[WHQW�WR�ZKLFK�JHQHUDWRUV�KDYH�WKHLU�SRRO�SULFH�
H[SRVXUH�FRYHUHG�E\�ILQDQFLDO�VZDS�FRQWUDFWV��WZR�ZD\�KHGJHV����7KH�H[WHQW�RI�
FRQWUDFW�FRYHU�DFURVV�WKH�ZKROH�PDUNHW��ZKHWKHU�H[SUHVVHG�DV�D�SURSRUWLRQ�RI�
DYDLODEOH�FDSDFLW\�RU�RI�PDUNHW�GHPDQG��FDQ�RQO\�EH�JXHVVHG�DW�³�RU�
VSHFXODWHG�DERXW�IURP�DQHFGRWDO�HYLGHQFH���,QGLYLGXDO�SRUWIROLRV��RI�FRXUVH��DUH�
NHHQO\�DZDUH�RI�WKH�SRVLWLRQ�LQ�UHVSHFW�RI�WKHLU�RZQ�EXVLQHVV�³�EXW�WKLV�LV�QRW�
LQIRUPDWLRQ�WKH\�GLYXOJH���

,Q�PRGHOOLQJ�SRRO�PDUNHWV��WKH�OHYHO�RI�FRQWUDFW�FRYHU�LV�D�GULYLQJ�IDFWRU�LQ�
SULFH�DQG�GLVSDWFK�RXWFRPHV���%DVHG�VROHO\�RQ�VKRUW�UXQ�DQDO\VLV��D�JHQHUDWRU�LV�
XVXDOO\�LQFOLQHG�WR�RIIHU�PRVW�FRQWUDFWHG�FDSDFLW\�DW�PDUJLQDO�FRVW��VDYH�IRU�
EHORZ�PDUJLQDO�FRVW�ELGV�LQ�UHVSHFW�RI�PXVW�UXQ�PLQLPXP�JHQHUDWLRQ�
�0LQ*HQ��DQG�UDPS�XS�QHHGV����DQG�ZLOO�ELG�WR�PD[LPLVH�QHW�UHYHQXHV�IURP�
WKH�UHPDLQLQJ�XQFRQWUDFWHG�FDSDFLW\��
�������������������������������������������������

��2QH�ZD\�KHGJHV��FDSV��LPSDFW�RQ�JHQHUDWRU�RIIHULQJ�EHKDYLRXU�RQO\�WR�WKH�H[WHQW�WKDW�WKH\�UHODWH�WR�SODQW�FDSDFLW\�WKDW�ZRXOG�
QRUPDOO\�EH�RII�OLQH��
��� ¶0LQ*HQ·��IRU�PLQLPXP�JHQHUDWLRQ��LV�WKH�HVWLPDWHG�PLQLPXP�OHYHO�DW�ZKLFK�D�SODQW�FDQ�EH�WHFKQLFDOO\�DQG�HFRQRPLFDOO\�
RSHUDWHG��IRU�IODPH�FRQWURO�DQG�GDPDJH�OLPLWDWLRQ����*HQHUDWRUV�XVXDOO\�RIIHU�WKLV�OHYHO�RI�FDSDFLW\�DW�QHDU�]HUR�RU�VXEVWDQWLDOO\�
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3UR[\�YDOXHV�RI�FRQWUDFW�FRYHU�KDYH�EHHQ�HVWDEOLVKHG�IRU�UHFHQW�SHULRGV�E\�
¶UHYHUVH�HQJLQHHULQJ·�WKH�FRQWUDFW�FRYHU�DQG�FRQWUDFW�WDUJHW�DVVXPSWLRQV�VXFK�
WKDW�WKH\�UHSOLFDWH�DFWXDO�SRZHU�VWDWLRQ�GLVSDWFK�DQG�SRRO�SULFHV�ZKHQ�DFWXDO�
GHPDQG�GDWD�DQG�HVWLPDWHG�DFWXDO�RXWDJH�GDWD�DUH�VXEVWLWXWHG�IRU�SURMHFWHG�
GHPDQG�DQG�RXWDJHV���7KH�HVWLPDWHV�GHULYHG�LQ�WKDW�ZD\�DUH�SODXVLEOH�QXPEHUV�
LQ�WKH�RSLQLRQ�RI�PDUNHW�SDUWLFLSDQWV�IDPLOLDU�ZLWK�WKHP����

7KH�OHYHO�RI�FRQWUDFW�FRYHU�LQ�WKH�PDUNHW�LV�H[SHFWHG�WR�VWDELOLVH��RQ�D�
ORQJ�WHUP�EDVLV��DW�DERXW�����RI�DOO�GHPDQG���%DVHG�RQ�RXU�PRGHOOLQJ��WKLV�
VHHPV�WR�DOORZ�QHZ�HQWUDQWV�D�UHDVRQDEOH�OHYHO�RI�FRQWUDFW�FRYHU��DV�ZHOO�DV�
PDLQWDLQLQJ�WKH�FRQWUDFW�OHYHOV�RI�H[LVWLQJ�EDVH�ORDG�SODQW���)XUWKHUPRUH��
DQDO\VLV�RI�WKH�JHQHUDWRU�RIIHU�FXUYHV�DQG�VLPXODWLRQ�RI�WKH�PDUNHW�RYHU�WKH�
SDVW�WKUHH�\HDUV�VXJJHVWV�WKDW�VWDEOH�FRQWUDFW�FRYHU�RI������LV�D�UHDVRQDEOH�
DVVXPSWLRQ���

7KH�DVVXPSWLRQ�RI�UHODWLYHO\�VWDEOH�FRQWUDFW�FRYHU�LV�DOVR�EDVHG�RQ�WKH�IDFW�WKDW�
LQ�D�ULVLQJ�PDUNHW�UHWDLOHUV�ZLOO�EH�VHHNLQJ�WR�LQFUHDVH�FRQWUDFW�FRYHU�ZKLOH�
JHQHUDWRUV�ZLOO�EH�LQFOLQHG�WR�UHGXFH�FRQWUDFW�FRYHU���*LYHQ�WKDW�UHGXFHG�
FRQWUDFW�FRYHU�LV�D�JUHDWHU�ULVN�IRU�WKH�UHWDLOHU�WKDQ�WKH�JHQHUDWRU��WKH�ULVLQJ�
PDUNHW�LV�OLNHO\�WR�EH�FKDUDFWHULVHG�E\�LQFUHDVHG�FRQWUDFW�SUHPLXPV�UDWKHU�WKDQ�
D�UHGXFHG�FRQWUDFW�FRYHU�DQG�YLFH�YHUVD�LQ�D�IDOOLQJ�PDUNHW���

,W�LV�LPSRUWDQW�WR�QRWH�WKDW�WKH�OHYHOV�RI�FRQWUDFW�FRYHU�LQ�WKH�PDUNHW�DVVXPHG�
LQ�WKH�EDVH�FDVH�LQ�WKLV�UHSRUW�DUH�H[SUHVVHG�LQ�WHUPV�RI�ORDG�DQG�QRW�LQ�WHUPV�
RI�FDSDFLW\���7KH�VXSSO\�WR�GHPDQG�UDWLR��RQ�DQ�DQQXDO�EDVLV��WKURXJKRXW�WKH�
SURMHFWLRQ�YDULHV�IURP������WR��������7KHUHIRUH��D�V\VWHP�ORDG�FRQWUDFW�FRYHU�
OHYHO�RI�����ZRXOG�HTXDWH�WR�DERXW�����RI�JHQHUDWRU�FDSDFLW\�EHLQJ�FRYHUHG�
E\�FRQWUDFWV���7KLV�LV�QRW�WR�VD\�WKDW�DOO�VWDWLRQV�ZLOO�KDYH�����FRQWUDFW�FRYHU�²�
$&,/�7DVPDQ�DVVLJQV�D�OHYHO�RI�FRQWUDFW�FRYHU�WR�HDFK�VWDWLRQ�EDVHG�RQ�DQ�
DQDO\VLV�RI�WKH�UHODWLYH�FRPSHWLWLYHQHVV�RI�WKH�VWDWLRQ��KLVWRULFDO�FRQWUDFW�OHYHOV�
DQG�PDUNHW�LQWHOOLJHQFH���

������ 2WKHU�DVVXPSWLRQV�

7KH�SHULRG�PRGHOOHG�E\�3RZHU0DUN�LV�-XO\������WR�-XQH��������7KH�PDLQ�
SXUSRVH�RI�WKH�PRGHOOLQJ�LV�WR�TXDQWLI\�WKH�SRVVLEOH�HIIHFWV�RI�WKH�6FKHPH�
XQGHU�D�YDULHW\�RI�PDUNHW�FRQGLWLRQV�H[SHFWHG�RYHU�WKH�QH[W�IHZ�\HDUV�DV�WKH�
VXSSO\�GHPDQG�EDODQFH�WLJKWHQHG�DQG�SULFHV�EHJLQ�WR�UHFRYHU��7KH�SHULRG�
VHOHFWHG�LQFOXGHV�PDMRU�DGGLWLRQV�WR�SODQW�FDSDFLW\�LQ�16:�LQ�PLG�WR�ODWH�������

����������������������������������������������������������������������������������������������������������������������������
QHJDWLYH�SULFHV�LQ�RUGHU�WR�DYRLG�EHLQJ�RIIORDGHG�E\�WKH�FHQWUDO�GLVSDWFKHU��,W�LV�UDUH�³�EXW�GRHV�RFFXU�³�IRU�WKH�SRRO�SULFH�WR�
VHWWOH�DW�D�QHJDWLYH�´RIIORDGµ�SULFH���*HQHUDWRUV�DOVR�WHQG�WR�RIIHU�FDSDFLW\�DW�EHORZ�PDUJLQDO�FRVW�IRU�SHULRGV�ZKHQ�WKH\�DUH�
LQWHQW�RQ�¶UDPSLQJ�XS·�LQ�RUGHU�WR�KDYH�WKH�DELOLW\�WR�RIIHU�JUHDWHU�DPRXQWV�RI�FDSDFLW\�LQ�D�VXEVHTXHQW�SHULRG��ZKHQ�SRRO�SULFHV�
DUH�H[SHFWHG�WR�EH�KLJKHU��



$VVHVVPHQW�RI�SURSRVHG�HQHUJ\�WUDGHU�VFKHPH�LQ�16:�

0DUNHW�PRGHOLQJ�RI�WKH�6FKHPH� ���

$OO�SULFHV�SURMHFWHG�LQ�WKLV�UHSRUW�DUH�¶UHDO�SULFHV·��PHDVXUHG�LQ�FRQVWDQW�
$XVWUDOLDQ�GROODUV�DW���-DQXDU\������SULFHV���

8QOHVV�VSHFLILFDOO\�VWDWHG�WR�WKH�FRQWUDU\��HOHFWULFLW\�TXDQWLWLHV�SURMHFWHG�LQ�WKLV�
UHSRUW�DUH�´JHQHUDWHGµ�TXDQWLWLHV���0DUNHW�GHPDQG�DQG�VXSSO\�DUH�EDODQFHG�
DW�WKH�UHJLRQDO�UHIHUHQFH�QRGHV��L�H��DIWHU�DOORZLQJ�IRU�LQWUD�UHJLRQDO�DQG�LQWHU�
UHJLRQDO�ORVVHV�LQ�WUDQVPLVVLRQ���

���� 0RGHOLQJ�UHVXOWV�

������ %$8�VFHQDULR�

5HJLRQDO�SRRO�SULFHV�

7KH�SRRO�SULFHV�IURP�WKH�PRGHOLQJ�IRU�%$8�VFHQDULR�LV�VKRZQ�LQ�)LJXUH����

)LJXUH��� $YHUDJH�SRRO�SULFHV�LQ�WKH�%$8�VFHQDULR�
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16: ������ ������ ������ ������ ������

4/' ������ ������ ������ ������ ������

6$ ������ ������ ������ ������ ������

6QRZ \ ������ ������ ������ ������ ������

7$6 ������ ������ ������ ������

9,& ������ ������ ������ ������ ������

������� ������� ������� ������� �������

'DWD�VRXUFH���IURP�3RZHU0DUN�PRGHOOLQJ��

7KH�PDLQ�IHDWXUHV�RI�WKH�UHJLRQDO�SRRO�SULFHV�DUH��

�� 7KH�4XHHQVODQG�SULFH�GXULQJ�WKH�ILUVW�WZR�\HDUV�RI�WKH�SURMHFWLRQ�LV�ORZHU�
WKDQ�WKH�RWKHU�VWDWHV�ZLWK�WKH�LQWURGXFWLRQ�RI�FKHDS�FRDO�ILUHG�FDSDFLW\�
EHWZHHQ������DQG������UHVXOWLQJ�LQ�WKH�SULFH�RI�RQO\��������0:K�LQ�
���������4XHHQVODQG�H[SRUWV�VWURQJO\�WR�16:�GXULQJ�WKLV�WLPH�DQG�WKH�
LQWHUFRQQHFWRU�FRQVWUDLQV�RQ�D�UHJXODU�EDVLV��WKXV�FRQWULEXWLQJ�WR�WKH�
RYHUDOO�SULFH�VHSDUDWLRQ���

�� 3ULFHV�LQ�WKH�VRXWKHUQ�VWDWHV�LQFUHDVH�LQ���������ZLWK�WKH�DVVXPSWLRQV�WKDW�
FRQWUDFW�YROXPHV�UHWXUQ�WR�ORZHU�PRUH�QRUPDO�OHYHOV�DQG�ZLWK�WKH�RQO\�
FDSDFLW\�DGGLWLRQ�EHLQJ�LQ�WKH�IRUP�RI�XSJUDGHV��
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�� ,QWHUFRQQHFWLRQ�ZLWK�7DVPDQLD�LPSDFWV�RQ�WKH�1(0�LQ���������SURYLGLQJ�
9LFWRULD�ZLWK�LQFUHDVHG�DFFHVV�WR�FKHDSHU�HQHUJ\�GXULQJ�SHDN�SHULRGV���$V�D�
UHVXOW��EHWZHHQ���������DQG����������SULFHV�LQ�WKH�VRXWKHUQ�VWDWHV�DUH�
FRQVWUDLQHG�ZLWK�%DVVOLQN���&RQYHUVHO\��WKH�4XHHQVODQG�SULFH�JURZV�
VWURQJO\�LQ���������ZLWK�WKH�UDPSLQJ�XS�RI�$OGRJD�²�WKH�4XHHQVODQG�SULFH�
FRQYHUJHV�WRZDUGV�WKH�SULFHV�RI�WKH�VRXWKHUQ�VWDWHV�EXW�GHFUHDVHV�
WHPSRUDULO\�LQ���������ZLWK�WKH�DVVXPHG�FRPPLVVLRQLQJ�RI�.RJDQ�&UHHN�
DW�WKH�HQG�RI�������ZKLFK�DOVR�LPSDFWV�RQ�WKH�16:�SULFH�LQ�WKDW�\HDU��

�� 3ULFHV�LQ�WKH�VRXWKHUQ�UHJLRQV�KRYHU�DURXQG�WKH��������0:K�WKURXJKRXW�
PXFK�RI�WKH�SURMHFWLRQ�SHULRG�DV�H[SDQVLRQV��UHFRPPLVVLRQLQJ�DQG�QHZ�
HQWUDQWV�WHQG�WR�EDODQFH�ORDG�JURZWK���7KH�SULFH�LV�SDUWO\�FRQWUROOHG�E\�WKH�
JUDGXDO�UHWXUQ�WR�IXOO�WLPH�VHUYLFH�RI�WKH�/LGGHOO�DQG�0XQPRUDK�XQLWV�DQG�
WKH�DVVXPHG�FRPPLVVLRQLQJ�RI�61,�DQG�%DVVOLQN��

�� 7KH�SULFH�LQ�16:�H[FHHGV�WKH�SULFHV�LQ�WKH�RWKHU�UHJLRQV�SDUWO\�EHFDXVH�LW�
LV�OHVV�DIIHFWHG�E\�%DVVOLQN�DQG�QR�QHZ�SODQW�LV�DGGHG�XQWLO�WKH�ODWWHU�KDOI�RI�
�����

'LVSDWFK�DQG�FDSDFLW\�IDFWRUV�

'LVSDWFK�DQG�FDSDFLW\�IDFWRUV�IRU�HDFK�RI�WKH�WKUHH�16:�VWDWH�RZQHG�SRUWIROLR�
JHQHUDWRUV��DQG�FRQWULEXWLRQV�IURP�RWKHU�JHQHUDWRUV�DQG�QHW�LPSRUWV�WR�WKH�
16:�PDUNHW�DUH�VKRZQ�LQ�7DEOH�����2YHU�WKH�QH[W�ILYH�\HDUV��WKH�WKUHH�VWDWH�
RZQHG�SRUWIROLRV�VXSSO\�EHWZHHQ�����DQG�����RI�WR�WKH�16:�HOHFWULFLW\�
QHHGV��ZLWK�EHWZHHQ����DQG�����FRPLQJ�IURP�H[SRUWV�DQG�WKH�UHVW�IURP�
RWKHU�16:�JHQHUDWRUV���7KH�VL]HDEOH�LQFUHDVH�LQ�WKH�FRQWULEXWLRQ�IURP�RWKHU�
JHQHUDWRUV�LQ������LV�DVVRFLDWHG�ZLWK�WKH�FRPPHQFHPHQW�RI�D�QHZ����0:�
FRDO�ILUHG�SODQW�LQ�-XO\������DQG�D�QHZ����0:�&&*7�LQ�'HFHPEHU�������VHH�
7DEOH�����

7DEOH��� 'LVSDWFK��FDSDFLW\�IDFWRUV�DQG�VKDUHV�LQ�16:�LQ�WKH�%$8�VFHQDULR�
(QHUJ\�VRXUFH� ������� ������� ������� ������� �������

0DFTXDULH�*HQHUDWLRQ� ������ ������ ������ ������ ������

'HOWD�(OHFWULFLW\ ������ ������ ������ ������ ������

(UDULQJ�(QHUJ\ ������ ������ ������ ������ ������

*HQHUDWLRQ�IURP�RWKHU�16:�VWDWLRQV ����� ����� ����� ����� �����

1HW�,PSRUWHG�HQHUJ\ ����� ����� ����� ����� �����

0DFTXDULH�*HQHUDWLRQ� ��� ��� ��� ��� ���

'HOWD�(OHFWULFLW\ ��� ��� ��� ��� ���

(UDULQJ�(QHUJ\ ��� ��� ��� ��� ���

*HQHUDWLRQ�IURP�RWKHU�16:�VWDWLRQV �� �� �� �� ��

1HW�,PSRUWHG�HQHUJ\ ��� ��� �� �� ��

0DFTXDULH�*HQHUDWLRQ� ��� ��� ��� ��� ���

'HOWD�(OHFWULFLW\ ��� ��� ��� ��� ���

(UDULQJ�(QHUJ\ ��� ��� ��� ��� ���

(QHUJ\�VXSSO\�WR�16:��*:K�

&DSDFLW\�IDFWRUV

6KDUH�RI�VXSSO\

�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�
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,QWHUFRQQHFWRU�IORZV�

,QWHUFRQQHFWRU�IORZV�WR�DQG�IURP�16:�DUH�VKRZQ�LQ�7DEOH�����7KH�QHW�IORZV�
LQWR�16:�UHGXFH�RYHU�WKH�ILYH�\HDU�SURMHFWLRQ�IURP�DURXQG������*:K�WR�
DURXQG������*:K�LQ������������7KH�PDLQ�UHDVRQV�DUH�LQFUHDVHG�JHQHUDWLRQ�
FDSDFLW\�LQ�16:�DQG�D�WLJKWHQLQJ�LQ�WKH�VXSSO\�GHPDQG�EDODQFH�LQ�
4XHHQVODQG�DQG�9LFWRULD�PHDQLQJ�WKHUH�LV�OHVV�FDSDFLW\�WR�H[SRUW�HQHUJ\����7KH�
OHYHO�RI�FRQVWUDLQW�RQ�LQZDUG�IORZV�DOVR�UHGXFHV�QRWLFHDEO\�ZKHUHDV�WKH�
RXWZDUG�IORZ�FRQVWUDLQWV�LQFUHDVH��

7KH�FRQVWUDLQWV�RQ�LQWHUFRQQHFWRUV�IURP�4XHHQVODQG�WR�16:�KDYH�FDXVHG�D�
SULFH�VHSDUDWLRQ�EHWZHHQ�16:�DQG�4XHHQVODQG�RI�EHWZHHQ�������DQG�
�����0:K�LQ�WKH�LQLWLDO�IRXU�\HDUV�RI�WKH�SURMHFWLRQ�DQG�������0:K�LQ�WKH�
ILQDO�\HDU�ZKHQ�FRQVWUDLQWV�IDOO�EHFDXVH�WKH�QHZ�JHQHUDWLRQ�FDSDFLW\�LQ�16:�
VLJQLILFDQWO\�UHGXFHV�QHW�LPSRUWV����7KLV�VXJJHVWV�WKDW�WKH�LQWHUFRQQHFWRU�
FDSDFLW\�LV�LQDGHTXDWH�IRU�WKH�FXUUHQW�SODQW�DQG�ORDG�EDODQFH�LQ�4XHHQVODQG�DQG�
16:�DOWKRXJK�WKH�FRQVWUDLQWV�DUH�HDVHG�FRQVLGHUDEO\�E\�WKH�QHZ�JHQHUDWLRQ�
FDSDFLW\�DVVXPHG�LQ�16:�LQ����������

3RZHUOLQN�DQG�7UDQJULG�DUH�FXUUHQWO\�HYDOXDWLQJ�ZKHWKHU�DQ�H[SDQVLRQ�RI�41,�
LV�DEOH�WR�SDVV�WKH�QHZ�UHJXODWRU\�WHVW�ZKLFK�LQFRUSRUDWHV�D�PDUNHW�EHQHILW�WHVW��
+RZHYHU�LW�UHPDLQV�WR�EH�VHHQ�ZKHWKHU�WKLV�DWWHPSW�ZLOO�EH�VXFFHVVIXO���7KH�
16:�JHQHUDWRUV�KDYH�PRVW�WR�ORVH�IURP�DQ�H[SDQGHG�41,�DQG�EHOLHYHG�WR�EH�
DFWLYHO\�RSSRVLQJ�VXFK�DQ�H[SDQVLRQ��ZKLFK�ZLOO�UHGXFH�PDUNHW�SRZHU�RI�WKH�
16:�JHQHUDWRUV��OHDGLQJ�WR�UHGXFHG�GLVSDWFK�DQG�ORZHU�SULFHV�LQ�16:�����

2Q�WKH�RWKHU�KDQG�LW�LV�WKH�16:�HOHFWULFLW\�XVHUV�ZKLFK�ZLOO�EHQHILW�PRVW�IURP�
DQG�H[SDQGHG�41,���,Q�WKLV�UHJDUG��QRWZLWKVWDQGLQJ�WKH�LQFOXVLRQ�RI�
´FRPSHWLWLRQ�EHQHILWVµ�LQ�WKH�UHJXODWRU\�WHVW��WKH�FRQFHUQ�DPRQJ�HOHFWULFLW\�
XVHUV�WKDW�DQ\�HQKDQFHPHQW�RI�LQWHUFRQQHFWRUV�LV�OLNHO\�WR�UHPDLQ�SUREOHPDWLF�
ZLWK�VWLOO�QR�UHDO�FRQVLGHUDWLRQ�JLYHQ�WR�HQG�XVHU�EHQHILWV���
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7DEOH��� ,QWHUFRQQHFWRU�IORZV�WR�DQG�IURP�16:�LQ�WKH�%$8�VFHQDULR�
������� ������� ������� ������� �������

4OG�WR�16:�E\�41, ����� ����� ����� ����� �����

16:�WR�4OG�E\�41, �� �� ��� ��� ���

4OG�WR�16:�E\�'LUHFWOLQN ����� ����� ����� ����� ���

16:�WR�4OG�E\�'LUHFWOLQN � �� �� �� ��

6QRZ \�WR�16: ����� ����� ����� ����� �����

16:�WR�6QRZ \ ����� ����� ����� ����� �����

1HW�LPSRUWV ����� ����� ����� ����� �����

4OG�WR�16:�E\�41, ����� ����� ���� ����� ����

16:�WR�4OG�E\�41, ���� ���� ���� ���� ����

4OG�WR�16:�E\�'LUHFWOLQN ����� ����� ����� ����� �����

16:�WR�4OG�E\�'LUHFWOLQN ���� ���� ���� ���� ����

6QRZ \�WR�16: ���� ���� ���� ���� ����

16:�WR�6QRZ \ ���� ���� ���� ���� ����

3HUFHQWDJH�RI�WLPH�FRQVWUDLQLQJ

,QWHUFRQQHFWRU�IORZ V���*:K�

�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

*URVV�SRRO�UHYHQXH�

7KH�JURVV�SRRO�UHYHQXH�HDUQHG�E\�HDFK�16:�SRUWIROLR�LV�VKRZQ�LQ�7DEOH�����
7KH�LQFUHDVH�LQ�16:�SRRO�SULFHV�LQ�WKH�LQLWLDO�\HDUV�DQG�LQFUHDVHG�GLVSDWFK�LQ�
WKH�ODWWHU�\HDUV�RI�WKH�ILYH�\HDU�SURMHFWLRQ�UHVXOWV�LQ�UHDO�JURVV�SRRO�UHYHQXH�
LQFUHDVHV�IRU�DOO�WKUHH�16:�JHQHUDWLRQ�SRUWIROLRV����

,W�VKRXOG�EH�QRWHG�WKDW�WKHVH�HVWLPDWHV�RI�JURVV�SRRO�UHYHQXHV�VKRXOG�QRW�EH�
WDNHQ�DV�JHQHUDWRU�UHYHQXH�DV�WKLV�ZLOO�GHSHQG�XSRQ�D�KRVW�RI�IDFWRUV��LQFOXGLQJ�
WKH�OHYHO�RI�KHGJH�FRQWUDFW�FRYHU��KHGJH�FRQWUDFW�SULFHV�DQG�SRRO�SULFHV���,W�LV�
SUHVHQWHG�WR�SURYLGH�DQ�LGHD�RI�ZKHWKHU�PRYHPHQWV�LQ�SRRO�SULFHV�DQG�VWDWLRQ�
GLVSDWFK�EHWZHHQ�WKH�%$8�VFHQDULR�DQG�RWKHU�VFHQDULRV�LV�SRVLWLYH�RU�QHJDWLYH�
IRU�WKH�16:�SRUWIROLRV���

7DEOH��� *URVV�SRRO�UHYHQXHV�LQ�WKH�%$8�VFHQDULR����PLOOLRQ��
������� ������� ������� ������� �������

0DFTXDULH�*HQHUDWLRQ� ����� ����� ����� ����� �����

'HOWD�(OHFWULFLW\ ����� ����� ����� ����� �����

(UDULQJ�(QHUJ\ ��� ��� ����� ��� ����� �
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

������ =HUR�PDUJLQDO�FRVW�VFHQDULR�

7KLV�VFHQDULR�ZDV�UXQ�WR�WHVW�WKH�DSSOLFDWLRQ�RI�DQ�HIIHFWLYH�]HUR�650&�E\�
SULYDWH�WUDGHUV�LQ�RIIHULQJ�WKH�16:�FRDO�ILUHG�SRUWIROLRV�LQWR�WKH�1(0��

,W�KDV�EHHQ�LGHQWLILHG�DV�RQH�SRVVLEOH�DSSURDFK�RI�D�SULYDWH�JHQHUDWRU�WUDGHU�WR�
WKH�SHULRGLF�FKDUJH�IRU�FRDO�WR�FRYHU�WKH�FRQWUDFWXDO�REOLJDWLRQ�RI�WKH�VWDWH�
RZQHG�JHQHUDWLRQ�SRUWIROLRV���7KLV�DVVXPHV�WKDW�WKH�SHULRGLF�SD\PHQWV�IRU�FRDO�
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DUH�UHJDUGHG�E\�WKH�SULYDWH�JHQHUDWRU�WUDGHUV�DV�D�VXQN�FRVW�DQG��DV�VXFK��KDYH�
QR�LPSDFW�RQ�WKH�FRVW�RI�WKH�QH[W�XQLW�RI�JHQHUDWLRQ��

+DYLQJ�DQ�HIIHFWLYH�]HUR�650&�ZRXOG�PDNH�WKH�16:�FRDO�VWDWLRQV�DSSHDU�
FKHDSHU�WR�WKH�PDUNHW�DQG�EH�GLVSDWFKHG�DW�D�KLJKHU�SULRULW\�RYHU�RWKHU�VWDWLRQV�
LQ�WKH�1(0���:LWKLQ�WKH�PRGHOLQJ�IUDPHZRUN��WKHVH�VWDWLRQV�ZLOO�FRQWLQXH�WR�
RIIHU�PLQ�JHQ�TXDQWLWLHV�DW�QHJDWLYH�SULFHV�DQG�DQ\�FRQWUDFWHG�FDSDFLW\�DERYH�
WKH�PLQ�JHQ�OHYHO��DW�650&��LQ�WKLV�FDVH����0:K����$YDLODEOH�FDSDFLW\�DERYH�
WKLV�FRQWUDFWHG�OHYHO�ZLOO�VWLOO�EH�GHWHUPLQHG�WKURXJK�WKH�RSWLPLVDWLRQ�SURFHVV��
ZKLFK�ZLOO�VHOHFW�WKH�RSWLPDO�VWUDWHJ\�IRU�HDFK�SRUWIROLR��

3RRO�SULFH�LPSDFWV�

$OORZLQJ�WKH�SULYDWH�JHQHUDWRU�WUDGHUV�WR�RIIHU�WKH�WKUHH�16:�SRUWIROLRV�DW�
]HUR�EHWZHHQ�WKHLU�PLQ�JHQ�DQG�WKHLU�FRQWUDFWHG�FDSDFLW\�KDV�UHVXOWHG�LQ�D�
GHFOLQH�LQ�SULFHV�DFURVV�WKH�1(0�FRPSDUHG�ZLWK�WKH�%$8�VFHQDULR�DV�VKRZQ�
LQ�)LJXUH�����3RRO�SULFHV�GHFOLQH�OHVV�WKDQ�������0:K�LQ�DOO�\HDUV��H[FHSW�
��������ZKHQ�WKH�GHFOLQH�LV�JHQHUDOO\�EHWZHHQ�������DQG������0:K���

7KH�ORZ�LPSDFW�RQ�SRRO�SULFHV�LV�SDUWO\�D�UHVXOW�RI�WKH�FRQVWDQW�FRQWUDFW�FRYHU��
ZKLFK�KDV�PHDQW�WKDW�WKH�VL]H�RI�WKH�GLVFUHWLRQDU\�FRPSRQHQW�RI�FDSDFLW\�KDV�
QRW�FKDQJHG���7KLV�DOORZV�WKH�SRZHUIXO�16:�SRUWIROLRV�WR�JDPH�WKH�PDUNHW�WR�
PLQLPLVH�GRZQZDUG�SULFH�PRYHPHQWV���:KLOH�D�]HUR�650&�ZRXOG�DOORZ�WKH�
SRUWIROLRV�WR�EH�RIIHUHG�HQWLUHO\�DW����0:K��WKH�GHWULPHQWDO�LPSDFW�RQ�SRRO�
SULFH�RI�GRLQJ�VR�PDNHV�WKLV�D�QRQ�RSWLPDO�VWUDWHJ\�DV�SRRO�UHYHQXHV�ZRXOG�EH�
VHULRXVO\�HURGHG��

)LJXUH��� 5HJLRQDO�SRRO�SULFH�FKDQJHV�EHWZHHQ�%$8�VFHQDULR�DQG�WKH�]HUR�
PDUJLQDO�FRVW�VFHQDULR�
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6$ ������ ������ ������ ������ ������

6QRZ \ ������ ������ ������ ������ ������

7$6 ����� ����� ����� ����� ������

9,& ������ ������ ������ ������ ������

������� ������� ������� ������� �������

�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�
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,PSDFWV�RQ�GLVSDWFK�

7KH�]HUR�650&�RIIHULQJ�VWUDWHJ\�E\�WKH�16:�JHQHUDWLRQ�SRUWIROLRV�KDV�D�
JHQHUDOO\�SRVLWLYH�LPSDFW�RQ�GLVSDWFK�DQG�FDSDFLW\�IDFWRUV�IRU�DOO�EXW�'HOWD�DV�
VKRZQ�LQ�7DEOH�������7KH�QHJDWLYH�LPSDFW�RQ�'HOWD·V�GLVSDWFK�LV�EHFDXVH�WKH�
FKDQJH�LQ�RIIHU�SULFH�LQ�PRYLQJ�WR�]HUR�605&�ZDV�OHVV�IRU�WKH�'HOWD�SRUWIROLR�
WKDQ�IRU�WKH�RWKHU�WZR�SRUWIROLRV�VR�WKH�LQFUHDVH�LQ�FRPSHWLWLYHQHVV�RI�WKH�
'HOWD�SRUWIROLR�ZDV�OHVV�WKDQ�IRU�WKH�RWKHU�WZR�GLUHFWO\�FRPSHWLQJ�SRUWIROLRV�
DQG�DOVR�LQVXIILFLHQW�WR�GLVSODFH�LPSRUWV�VXIILFLHQWO\���

7DEOH����&KDQJH�LQ�GLVSDWFK��FDSDFLW\�IDFWRUV�DQG�VKDUHV�EHWZHHQ�WKH�%$8�
VFHQDULR�DQG�WKH�]HUR�PDUJLQDO�FRVW�VFHQDULR��

(QHUJ\�VRXUFH� ������� ������� ������� ������� �������

0DFTXDULH�*HQHUDWLRQ� ����� ����� ����� ����� �����
'HOWD�(OHFWULFLW\ ���� ���� ���� ���� ���
(UDULQJ�(QHUJ\ ����� ����� ����� ����� �����
*HQHUDWLRQ�IURP�RWKHU�16:�VWDWLRQV ���� ���� ���� ���� ����
1HW�,PSRUWHG�HQHUJ\ ������ ������ ������ ������ ������

0DFTXDULH�*HQHUDWLRQ� ���� ���� ���� ���� ����
'HOWD�(OHFWULFLW\ ����� ����� ����� ����� ����
(UDULQJ�(QHUJ\ ���� ���� ���� ���� ����
*HQHUDWLRQ�IURP�RWKHU�16:�VWDWLRQV ����� ����� ����� ����� �����
1HW�,PSRUWHG�HQHUJ\ ����� ����� ����� ����� �����

0DFTXDULH�*HQHUDWLRQ� ���� ���� ���� ���� ����
'HOWD�(OHFWULFLW\ ����� ����� ����� ����� ����
(UDULQJ�(QHUJ\ ���� ���� ���� ���� ����

&KDQJH�LQ�HQHUJ\�VXSSO\�WR�16:��*:K�

&KDQJH�LQ�VKDUH�RI�VXSSO\

&KDQJH�LQ�FDSDFLW\�IDFWRUV

�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

,PSDFWV�RQ�JURVV�SRRO�UHYHQXH�

7KH�LQFUHDVHV�LQ�GLVSDWFK�RI�WKH�16:�JHQHUDWLRQ�SRUWIROLRV��DSDUW�IURP�
(UDULQJ��LV�QRW�VXIILFLHQW�WR�RIIVHW�WKH�SULFH�GHFOLQH�DQG��DV�D�UHVXO�W�JURVV�SRRO�
UHYHQXHV�GHFOLQHG�LQ�WKH�]HUR�PDUJLQDO�FRVW�VFHQDULR�DV�VKRZQ�LQ�7DEOH��������

,W�VHHPV�WKDW�WKH�ORZHU�WKH�650&�XVHG�LQ�WKH�%$8��WKHQ�WKH�JUHDWHU�WKH�
GHFOLQH�LQ�JURVV�UHYHQXH���,Q�DJJUHJDWH��KRZHYHU��WKH�JURVV�SRRO�UHYHQXH�LV�
URXJKO\�HTXDO�DFURVV�WKH�SRUWIROLRV��ZLWK�WKH�]HUR�650&�VFHQDULR�UHVXOWLQJ�LQ�D�
UHYHQXH�WUDQVIHU�IURP�WKH�SUHYLRXVO\�ORZHU�FRVW�SRUWIROLRV��0DF*HQ�DQG�'HOWD��
WR�WKH�KLJKHU�FRVW�(UDULQJ�(QHUJ\��
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7DEOH����&KDQJH�LQ�JURVV�SRRO�UHYHQXH�EHWZHHQ�WKH�%$8�VFHQDULR�DQG�WKH�
]HUR�PDUJLQDO�FRVW�VFHQDULR�

������� ������� ������� ������� �������

0DFTXDULH�*HQHUDWLRQ� ���� ���� ���� ��� ����
'HOWD�(OHFWULFLW\ ��� ��� ��� ��� ����

(UDULQJ�(QHUJ\ ��� ���� ���� ��� ����

0DFTXDULH�*HQHUDWLRQ� ����� ����� ����� ����� ������
'HOWD�(OHFWULFLW\ ����� ����� ����� ����� �����
(UDULQJ�(QHUJ\ ������ ������ ������ ����� ������

&KDQJH�LQ�JURVV�SRRO�UHYHQXH����PLOOLRQ�

3HUFHQWDJH�FKDQJH�LQ�JURVV�SRRO�UHYHQXH

�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

������ /RZHU�FRQWUDFW�FRYHU�VFHQDULR�

*HQHUDWRU�SRUWIROLRV�RIIHU�WKHLU�FDSDFLW\�WR�WKH�PDUNHW�EDVHG�RQ�WKHLU�XQLTXH�
SK\VLFDO�SODQW�DQG�ILQDQFLDO�KHGJH�DUUDQJHPHQWV���3RUWIROLRV�HIIHFWLYHO\�KDYH�
WKUHH�GLIIHUHQW�WUDQFKHV�RI�FDSDFLW\�ZKLFK�LV�DEOH�WR�EH�RIIHUHG�WR�WKH�PDUNHW�DV�
VKRZQ�LQ�)LJXUH����

)LJXUH��� 3RUWIROLR�RIIHU�FXUYH�UHSUHVHQWDWLRQ�

�

7KH�PLQ�JHQ�OHYHO�ZLOO�YDU\�IURP�VWDWLRQ�WR�VWDWLRQ��LQ�VRPH�FDVHV�XQLW�WR�XQLW��
ZLWKLQ�WKH�SRUWIROLR�EDVHG�XSRQ�WHFKQLFDO�DELOLW\�WR�KROG�D�XQLW�RQ�OLQH���7KLV�
WUDQFKH�RI�FDSDFLW\�LV�W\SLFDOO\�RIIHUHG�DW�ODUJH�QHJDWLYH�SULFHV�LQ�WKH�1(0��
ZKLFK�KDV�D�IORRU�SULFH�RI���������0:K�DQG�UHIOHFWV�WKH�KLJK�HFRQRPLF�FRVW�
RI�WDNLQJ�WKH�XQLW�RII�OLQH���7KLV�FDSDFLW\�LV�DVVXPHG�LQ�WKH�PRGHOLQJ�WR�EH�IXOO\�
KHGJHG��

7KH�FRQWUDFWHG�WUDQFKH�LV�WKH�DPRXQW�RI�SRUWIROLR�RXWSXW�EH\RQG�WKH�PLQ�JHQ�
OHYHO��ZKLFK�LV�KHGJHG�WKURXJK�ELODWHUDO�FRQWUDFWV�DQG�WUDGDEOH�RYHU�WKH�FRXQWHU�
�27&`�FRQWUDFWV�RU�IXWXUHV���$�SRUWIROLR�ZLOO�W\SLFDOO\�RIIHU�WKLV�FRPSRQHQW�RI�
FRQWUDFWHG�FDSDFLW\�EH\RQG�WKH�PLQ�JHQ�OHYHO�DW�605&�WR�PD[LPLVH�WKH�EHQHILW�
RI�WKHVH�KHGJHV��

7KH�WKLUG�WUDQFKH�LV�FDSDFLW\��ZKLFK�LV�QRW�FRYHUHG�E\�KHGJH�FRQWUDFWV�DQG�
KHQFH�LV�H[SRVHG�WR�WKH�SUHYDLOLQJ�SRRO�SULFH���7KH�(7()�FRPSRQHQW�RI�WKH�
16:�JHQHUDWRU�FDSDFLW\�LV�LQFOXGHG�LQ�WKLV�WUDQFKH���$�SRUWIROLR�ZLOO�GHFLGH�WKH�
SRUWLRQ�RI�WKLV�WUDQFKH�WR�RIIHU�DW�ORZ�HQRXJK�SULFHV�WR�EH�GLVSDWFKHG��ZLWK�WKH�
UHPDLQGHU�RIIHUHG�DW�KLJKHU�SULFHV�LQ�DQ�DWWHPSW�WR�LQIOXHQFH�WKH�SUHYDLOLQJ�
SRRO�SULFHV���%\�GRLQJ�WKLV��SRUWIROLRV�DUH�PDNLQJ�D�SULFH�TXDQWLW\�WUDGH�RII�
�ORZ�SULFH��KLJK�GLVSDWFK�RU�KLJK�SULFH��ORZ�GLVSDWFK����7KLV�¶JDPLQJ·�EHKDYLRU�
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LQ�WKH�PDUNHW�LV�FRPPRQSODFH�DQG�RQ�VRPH�RFFDVLRQV�³�W\SLFDOO\�SHULRGV�RI�
KLJK�GHPDQG�FRLQFLGLQJ�ZLWK�IRUFHG�SODQW�RXWDJHV�³�HFRQRPLF�ZLWKKROGLQJ�RI�
FDSDFLW\�FDQ�FDXVH�SULFHV�WR�VSLNH��

7KHUH�LV�D�VWURQJ�OLQN�EHWZHHQ�WKH�OHYHO�RI�FRQWUDFW�FRYHU�KHOG�E\�JHQHUDWLRQ�
SRUWIROLRV�DQG�SRRO�SULFHV���,Q�JHQHUDO��ORZHU�FRQWUDFW�FRYHU�PHDQV�KLJKHU�SRRO�
SULFHV�EHFDXVH�WKHUH�LV�ODUJHU�TXDQWLW\�RI�GLVFUHWLRQDU\�FDSDFLW\�DYDLODEOH�WR�WKH�
WUDGHU���%\�H[WHQVLRQ��WKH�ELJJHU�WKH�SRUWIROLR��WKH�JUHDWHU�WKH�SRVVLEOH�LPSDFW�
RQ�SULFHV���:KLOVW�WKH�SRUWIROLR�RQO\�UHFHLYHV�WKLV�EHQHILW�RQ�WKH�XQKHGJHG�
SRUWLRQ�RI�FDSDFLW\��LQ�WKH�ORQJHU�WHUP��KLJKHU�SRRO�SULFHV�DOVR�LQIOXHQFH�WKH�
SULFHV�DW�ZKLFK�UHWDLOHUV�DUH�ZLOOLQJ�WR�KHGJH�PDUNHW�H[SRVXUHV��

$�NH\�VWUDWHJ\�IRU�D�SULYDWH�JHQHUDWRU�WUDGHU�PD\�EH�WR�UHGXFH�FRQWUDFW�OHYHOV�WR�
OLIW�SRRO�SULFHV���7KLV�KDV�EHHQ�WHVWHG�E\�UHGXFLQJ�FRQWUDFW�FRYHU�RQ�WKH�16:�
JHQHUDWRUV�E\�ILYH�SHUFHQWDJH�SRLQWV�DQG�REVHUYLQJ�WKH�LPSDFW�RQ�SULFHV��
GLVSDWFK�DQG�JURVV�SRRO�UHYHQXH�E\�WKH�16:�SRUWIROLRV��,W�PXVW�EH�VWUHVVHG�
WKDW��ZKLOH�ZH�KDYH�UHGXFHG�WKH�FRQVWUDLQW�XSRQ�16:�SRUWIROLRV�WR�RIIHU�
FDSDFLW\�DW�650&��WKH�RSWLPLVDWLRQ�SURFHVV�VWLOO�DOORZV�WKH�SRUWIROLRV�WR�RIIHU�
WKLV�FDSDFLW\�DW�650&�LI�WKLV�UHSUHVHQWV�WKH�RSWLPDO�VWUDWHJ\�IRU�WKH�SRUWIROLR��

�7KH�OHYHO�RI�FRQWUDFW�FRYHU�DQG�SULFH�LV�D�IXQFWLRQ�RI�WKH�H[SHFWHG�OHYHO�DQG�
YRODWLOLW\�RI�IXWXUH�SRRO�SULFHV���,Q�UHFHQW�\HDUV�FRQWUDFW�FRYHU�LV�HVWLPDWHG�WR�
KDYH�VHWWOHG�DW�DURXQG�����RI�WKH�PDUNHW���5HWDLOHUV��ZDQWLQJ�WR�FRYHU�WKHLU�
IRUZDUG�SULFH�SRVLWLRQ��DUH�WKH�PDLQ�GULYHUV�RI�FRQWUDFW�FRYHU�DQG�JHQHUDOO\�WKH�
KLJKHU�WKH�H[SHFWHG�OHYHO�DQG�RU�YRODWLOLW\�RI�IXWXUH�SULFHV�WKHQ�WKH�KLJKHU�WKH�
GHVLUHG�OHYHO�RI�FRQWUDFW�FRYHU�DQG�WKH�KLJKHU�SULFHV�UHWDLOHUV�DUH�SUHSDUHG�WR�
SD\��

7KH�PRGHOLQJ�LV�SURMHFWLQJ�LQFUHDVLQJ�DYHUDJH�DQQXDO�SRRO�SULFHV�LQ�WKH�FRPLQJ�
\HDUV�DQG�VOLJKWO\�LQFUHDVHG�SULFH�YRODWLOLW\���7KLV�VXJJHVWV�WKDW�UHWDLOHUV�ZLOO�EH�
ZLVKLQJ�WR�KROG�FRQWUDFW�FRYHU�DW�OHDVW�DURXQG�LWV�FXUUHQW�SURSRUWLRQ�RI�WKH�
PDUNHW���+RZHYHU��LQGLYLGXDO�JHQHUDWLQJ�SRUWIROLRV�PD\�VHH�JUHDWHU�DGYDQWDJH�
LQ�PRYLQJ�WR�D�ORZHU�OHYHO�RI�FRQWUDFW�FRYHU�LQ�RUGHU�WR�JDPH�WKH�PDUNHW�DQG�
DFKLHYH�KLJKHU�SULFHV�IRU�WKH�XQFRQWUDFWHG�SRUWLRQ�WKDQ�UHWDLOHUV�DUH�SUHSDUHG�
WR�ELG�IRU�FRQWUDFWV���7KLV�PDUNHW�VWUDWHJ\�ZLOO�EH�PRUH�DWWUDFWLYH�WR�ODUJHU�
SRUWIROLRV�VXFK�DV�0DF*HQ�ZKLFK�KDYH�D�JUHDWHU�FKDQFH�RI�LQIOXHQFLQJ�WKH�SRRO�
SULFH���

2Q�WKLV�EDVLV��ODUJHU�JHQHUDWLRQ�SRUWIROLRV�PD\�FKRRVH�WR�DFFHSW�D�ORZHU�OHYHO�
RI�FRQWUDFW�FRYHU�RQ�WKH�EDVLV�WKDW�E\�DGRSWLQJ�DQ�DSSURSULDWH�RIIHU�VWUDWHJ\�
WKH\�FDQ�DFKLHYH�KLJKHU�SRRO�SULFHV�WKDQ�WKH�FRQWUDFW�SULFH�EHLQJ�ELG�E\�
UHWDLOHUV���:KLOVW�ZH�KDYH�QR�ILUP�EDVLV�IRU�VXJJHVWLQJ�D�ILYH�SHUFHQWDJH�SRLQW�
UHGXFWLRQ�LQ�FRQWUDFW�FRYHU�LV�OLNHO\�GXH�WR�WKH�6FKHPH��VXFK�D�YDOXH�LV�ZHOO�
ZLWKLQ�SODXVLEOH�ERXQGV����
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7KLV�VFHQDULR�LQYHVWLJDWHV�WKH�FKDQJH�WR�WKH�%$8�LI�WKH�ODUJHVW�RI�WKH�WKUHH�
SRUWIROLRV��0DF*HQ��ZHUH�WR�UHGXFH�LWV�FRQWUDFW�FRYHU�E\�ILYH�SHUFHQWDJH�
SRLQWV���,W�LV�DVVXPHG�KHUH�WKDW�RQO\�RQH�RI�WKH�WKUHH�JHQHUDWLRQ�SRUWIROLRV�
UHGXFHV�FRQWUDFW�FRYHU��KRZHYHU��WKH�HIIHFWV�DUH�IDU�PRUH�GUDPDWLF�LI�FRQWUDFW�
FRYHU�ZHUH�WR�EH�UHGXFHG�IRU�DOO�WKUHH�SRUWIROLRV���$�FDVH�ZKHUH�DOO�WKUHH�
SRUWIROLRV�UHGXFH�FRQWUDFW�FRYHU�KDV�EHHQ�UXQ�DQG�XVHG�IRU�FRPSDULVRQ��

3RRO�SULFH�LPSDFWV�

$�ILYH�SHUFHQWDJH�SRLQW�UHGXFWLRQ�LQ�FRQWUDFW�FRYHU�RQ�WKH�0DF*HQ�SRUWIROLR�
FDXVHV�D�PDUNHG�LQFUHDVH�LQ�SRRO�SULFHV�FRPSDUHG�ZLWK�WKH�%$8�VFHQDULR��
HVSHFLDOO\�LQ�16:�DQG�4XHHQVODQG��DV�VKRZQ�LQ�)LJXUH�����7KLV�LV�EHFDXVH�WKH�
ILYH�SHUFHQWDJH�SRLQW�UHGXFWLRQ�SURYLGHV�D�VLJQLILFDQW�LQFUHDVH�LQ�GLVFUHWLRQDU\�
FDSDFLW\�DYDLODEOH�WR�WKH�ODUJHVW�DQG�PRVW�SRZHUIXO�16:�JHQHUDWLQJ�SRUWIROLR��
0DF*HQ��WR�JDPH�WKH�PDUNHW���7KH�LPSDFW�RQ�SULFH�LV�ODUJHVW�ZKHQ�SODQW�ORDG�
EDODQFH�LV�DW�LWV�WLJKWHVW��DV�LQ�����������7KH�LPSDFW�RI�KLJKHU�16:�SRRO�SULFHV�
LV�WUDQVPLWWHG�WKURXJKRXW�WKH�HQWLUH�1(0�³�LQFOXGLQJ�7DVPDQLD�XSRQ�LWV�
MRLQLQJ�WKH�PDUNHW��

)LJXUH��� 5HJLRQDO�SRRO�SULFH�FKDQJHV�EHWZHHQ�WKH�%$8�DQG�WKH�ORZHU�
FRQWUDFW�FRYHU��IRU�0DF*HQ��VFHQDULRV�
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7$6 ����� ����� ����� ����� �����

9,& ����� ����� ����� ����� �����

������� ������� ������� ������� �������

�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

,I�DOO�WKUHH�SRUWIROLRV�ZHUH�WR�UHGXFH�FRQWUDFW�FRYHU�E\�ILYH�SHUFHQWDJH�SRLQWV�
WKHQ�WKH�FKDQJH�LQ�WKH�%$8�SRRO�SULFHV�LV�URXJKO\�WZLFH�DV�KLJK�DV�ZKHQ�RQO\�
0DF*HQ�UHGXFHV�FRQWUDFW�FRYHU��DV�VKRZQ�LQ�)LJXUH�����+RZHYHU�WKLV�FDVH�
ZKHUH�DOO�SRUWIROLRV�UHGXFH�FRQWUDFW�FRYHU�LV�FRQVLGHUHG�PRVW�XQOLNHO\�DV�
UHWDLOHUV�ZLOO�EH�OLNHO\�WR�ELG�FRQWUDFW�SULFHV�XSZDUGV�DQG�LQGXFH�JHQHUDWRUV�WR�
WDNH�XS�WKH�FRQWUDFWV��
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)LJXUH��� 5HJLRQDO�SRRO�SULFH�FKDQJHV�EHWZHHQ�WKH�%$8�DQG�D�FDVH�ZKHUH�
WKH�FRQWUDFW�FRYHU�LV�ORZHU�IRU�DOO�WKUHH�SRUWIROLRV�
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16: ������ ������ ������ ������ ������

4/' ����� ������ ������ ������ ������

6$ ����� ����� ����� ����� �����

6QRZ \ ����� ����� ����� ����� �����

7$6 ����� ����� ����� ����� �����

9,& ����� ����� ����� ����� �����

������� ������� ������� ������� �������

�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

�

,PSDFWV�RQ�GLVSDWFK�

7KH�ORZHU�FRQWUDFW�FRYHU�E\�0DF*HQ�KDV�D�QHJDWLYH�LPSDFW�RQ�GLVSDWFK�DQG�
FDSDFLW\�IDFWRUV�IRU�0DF*HQ�DQG�16:�RYHUDOO��DOWKRXJK�KDV�D�VPDOO�SRVLWLYH�
DIIHFW�RQ�PRVW�RWKHU�16:�SRUWIROLRV��FRPSDUHG�ZLWK�WKH�%$8��DV�VKRZQ�LQ�
7DEOH������(IIHFWLYHO\�WKH�VWUDWHJ\�HPSOR\HG�E\�WKH�JHQHUDWRU�WUDGHU�IRU�
0DF*HQ�LV�DNLQ�WR�VKLIWLQJ�WKH�16:�HOHFWULFLW\�VXSSO\�FXUYH�WR�WKH�OHIW��
UHVXOWLQJ�LQ�KLJKHU�SULFHV�DQG�D�ORZHU�OHYHO�RI�GLVSDWFK���$V�D�UHVXOW��RI�WKH�
ORZHU�RXWSXW��QHW�LPSRUWV�LQWR�16:�KDYH�LQFUHDVH�QRWLFHDEO\��
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7DEOH����&KDQJH�LQ�GLVSDWFK��FDSDFLW\�IDFWRUV�DQG�VKDUHV�EHWZHHQ�WKH�%$8�
DQG�WKH�ORZHU�FRQWUDFW�FRYHU��IRU�0DF*HQ��VFHQDULRR�

(QHUJ\�VRXUFH� ������� ������� ������� ������� �������

0DFTXDULH�*HQHUDWLRQ� ���� ���� ������ ������ ������
'HOWD�(OHFWULFLW\ �� ��� ��� �� �
(UDULQJ�(QHUJ\ ��� ��� ��� ��� ���
*HQHUDWLRQ�IURP�RWKHU�16:�VWDWLRQV �� �� �� �� ��
1HW�,PSRUWHG�HQHUJ\ ��� ��� ��� ��� ���

0DFTXDULH�*HQHUDWLRQ� ����� ����� ����� ����� �����
'HOWD�(OHFWULFLW\ ���� ���� ���� ���� ����
(UDULQJ�(QHUJ\ ���� ���� ���� ���� ����
*HQHUDWLRQ�IURP�RWKHU�16:�VWDWLRQV ���� ���� ���� ���� ����
1HW�,PSRUWHG�HQHUJ\ ���� ���� ���� ���� ����

0DFTXDULH�*HQHUDWLRQ� ����� ����� ����� ����� �����
'HOWD�(OHFWULFLW\ ���� ���� ����� ���� ����
(UDULQJ�(QHUJ\ ���� ���� ���� ���� ����

&KDQJH�LQ�HQHUJ\�VXSSO\�WR�16:��*:K�

&KDQJH�LQ�VKDUH�RI�VXSSO\

&KDQJH�LQ�FDSDFLW\�IDFWRUV

�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

,PSDFWV�RQ�JURVV�SRRO�UHYHQXHV�

7KH�ORZHU�GLVSDWFK�RI�WKH�0DF*HQ�SRUWIROLR�LV�PRUH�WKDQ�RIIVHW�E\�WKH�VWURQJ�
SRRO�SULFH�LQFUHDVH�DQG��DV�D�UHVXOW��JURVV�SRRO�UHYHQXHV�LQ�WKH�ORZHU�FRQWUDFW�
FRYHU��IRU�0DF*HQ��VFHQDULR�DUH�VLJQLILFDQWO\�KLJKHU�WKDQ�LQ�WKH�%$8�DV�VKRZQ�
LQ�7DEOH������7KH�LQFUHDVHG�JURVV�SRRO�UHYHQXHV�YHULI\�WKH�VXFFHVVIXO�QDWXUH�RI�
VWUDWHJLF�EHKDYLRU�HPSOR\HG���+RZHYHU��GXH�WR�WKHLU�KHGJHG�SRVLWLRQV��
SRUWIROLRV�ZLOO�RQO\�FDSWXUH�D�UHODWLYHO\�VPDOO�SRUWLRQ�RI�WKLV�LQFUHDVHG�UHYHQXH�
LQ�WKH�VKRUW�WHUP��,Q�WKH�ORQJHU�WHUP�LW�PD\�UHVXOW�LQ�ORZHU�FRQWUDFW�FRYHU�DQG�
KLJKHU�SRRO�DQG�FRQWUDFW�SULFHV��

7DEOH����&KDQJH�LQ�JURVV�SRRO�UHYHQXH�EHWZHHQ�WKH�%$8�DQG�WKH�ORZHU�
FRQWUDFW�FRYHU��IRU�0DF*HQ��VFHQDULRV�

������� ������� ������� ������� �������

0DFTXDULH�*HQHUDWLRQ� ��� ��� ��� ��� ���
'HOWD�(OHFWULFLW\ ��� ��� ��� ��� ���

(UDULQJ�(QHUJ\ ��� ��� ��� ��� ���

0DFTXDULH�*HQHUDWLRQ� ����� ����� ����� ����� �����
'HOWD�(OHFWULFLW\ ����� ����� ����� ����� �����
(UDULQJ�(QHUJ\ ����� ����� ����� ����� �����

&KDQJH�LQ�JURVV�SRRO�UHYHQXH����PLOOLRQ�

3HUFHQWDJH�FKDQJH�LQ�JURVV�SRRO�UHYHQXH

�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

������ )LYH�SRUWIROLR�VFHQDULR�

7KH�H[LVWLQJ�WKUHH�JHQHUDWLRQ�SRUWIROLRV�LQ�16:�DUH�WKH�ODUJHVW�LQ�WKH�1(0�
DQG�DUH�LQ�D�SRVLWLRQ�WR�H[HUW�XQGXH�PDUNHW�SRZHU�DV�VKRZQ�LQ�WKH�SUHYLRXV�
VFHQDULR���7KLV�FRXOG�EH�HYHQ�PRUH�VR�XQGHU�D�SULYDWH�JHQHUDWRU�WUDGHU���7KH�
6FKHPH�OHDYHV�RSHQ�WKH�SRVVLELOLW\�RI�DXFWLRQLQJ�VPDOOHU�JHQHUDWLRQ�SDUFHOV�WR�



$VVHVVPHQW�RI�SURSRVHG�HQHUJ\�WUDGHU�VFKHPH�LQ�16:�

0DUNHW�PRGHOLQJ�RI�WKH�6FKHPH� ���

WKH�SULYDWH�VHFWRU��DOWKRXJK�SUHVXPDEO\�IRU�HIILFLHQF\�UHDVRQV�WKH�H[LVWLQJ�WKUHH�
SRUWIROLRV�DUH�WR�EH�UHWDLQHG�IRU�RSHUDWLRQDO�SXUSRVHV��

2IIHULQJ�VPDOOHU�JHQHUDWLRQ�SRUWIROLRV�ZLOO�GLOXWH�WKH�PDUNHW�SRZHU�DQG�UHGXFH�
WKH�IUHTXHQF\�DQG�PDJQLWXGH�RI�PDUNHW�JDPLQJ�DFWLYLWLHV�LQ�16:���/RZHU�SRRO�
SULFHV�DUH�OLNHO\�WR�UHVXOW�DQG�WKLV�ZLOO�WHQG�WR�UHGXFH�WKH�YDOXH�RI�WKH�WUDGHU�
FRQWUDFWV�DQG�UHGXFH�IXWXUH�SD\PHQWV�WR�WKH�16:�*RYHUQPHQW�XQGHU�WKH�
VFKHPH���+RZHYHU��E\�GLVVLSDWLQJ�PDUNHW�JHQHUDWRU�SRZHU��WKLV�VFHQDULR�LV�
PRUH�DWWUDFWLYH�WR�HOHFWULFLW\�XVHUV��

$�YDULDQW�RI�WKH�%$8�VFHQDULR�ZDV�LQYHVWLJDWHG�ZLWK�ILYH�UDWKHU�WKDQ�WKUHH�
JHQHUDWLRQ�SRUWIROLRV�DV�VKRZQ�LQ�)LJXUH������$�FDVH�ZLWK�VHYHQ��VLQJOH�VWDWLRQ��
SRUWIROLRV�ZDV�DOVR�UXQ�IRU�FRPSDULVRQ��

)LJXUH����5HYLVHG�16:�SRUWIROLR�VWUXFWXUH�

0DFTXDULH
*HQHUDWLRQ

%D\VZDWHU
/LGGHOO

'HOWD�(OHFWULFLW\

0W�3LSHU
9DOHV�3RLQW
0XQPRUDK
:DOOHUDZDQJ

(UDULQJ�(QHUJ\

(UDULQJ

%D\VZDWHU /LGGHOO 0W�3LSHU
:DOOHUDZDQJ

9DOHV�3RLQW
0XQPRUDK

(UDULQJ

*HQHUDWLRQ
3RUWIROLRV
%HIRUH�6SOLW

*HQHUDWLRQ
3RUWIROLRV
$IWHU�6SOLW

�

3RRO�SULFH�LPSDFWV�

8VLQJ�ILYH�LQVWHDG�RI�WKUHH�16:�JHQHUDWLQJ�SRUWIROLRV�FDXVHV�D�VLJQLILFDQW�
GHFUHDVH�LQ�SRRO�SULFHV�FRPSDUHG�ZLWK�WKH�%$8�VFHQDULR��HVSHFLDOO\�LQ�16:�
DQG�4XHHQVODQG�DV�VKRZQ�LQ�)LJXUH������7KH�ILYH�SRUWIROLRV�GR�QRW�KDYH�WKH�
PDUNHW�SRZHU�WR�PDLQWDLQ�KLJKHU�SULFHV�HYHQ�LQ�WKH�DEVHQFH�RI�D�WLJKW�VXSSO\�
GHPDQG�EDODQFH���7KH�UHGXFWLRQ�LQ�SULFHV�LV�PDJQLILHG�ZKHQ�SODQW�ORDG�EDODQFH�
LV�DW�LWV�WLJKWHVW��DV�LQ����������DQG�SRRO�SULFHV�LQ�WKH�%$8�DUH�DEOH�WR�EH�
GULYHQ�XSZDUGV�E\�WKH�ODUJHU�16:�SRUWIROLRV��



$VVHVVPHQW�RI�SURSRVHG�HQHUJ\�WUDGHU�VFKHPH�LQ�16:�

0DUNHW�PRGHOLQJ�RI�WKH�6FKHPH� ���

)LJXUH����5HJLRQDO�SRRO�SULFH�FKDQJHV�EHWZHHQ�WKH�%$8�DQG�WKH�ILYH�
SRUWIROLR�VFHQDULRV�
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�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

0RYLQJ�WR�VHYHQ��VLQJOH�VWDWLRQ��SRUWIROLRV�VKRZHG�D�IXUWKHU�ORZHULQJ�LQ�SULFHV�
LV�SRVVLEOH��DV�VKRZQ�LQ�)LJXUH�������+RZHYHU��WKLV�ZRXOG�LQYROYH�IRXU�RI�WKH�
VHYHQ�SRUWIROLRV�FRQWDLQLQJ�RQO\�WZR�JHQHUDWLQJ�XQLWV�ZKLFK��E\�VHULRXVO\�
HURGLQJ�WKHVH�VLQJOH�VWDWLRQ�SRUWIROLRV�DELOLW\�WR�KROG�DGHTXDWH�FRQWUDFW�FRYHU��
LV�OLNHO\�WR�KDYH�VHULRXV�DGYHUVH�FRQVHTXHQFHV�IRU�WKH�GHSWK�RI�WKH�ILQDQFLDO�
PDUNHW�DQG�WKH�VL]H�RI�WKH�KHGJH�FRQWUDFW�SULFH�SUHPLXPV����

)XUWKHUPRUH��WKH�PRGHO�VHYHQ�VFHQDULR�UXQ�DVVXPHV�QR�GHWHULRUDWLRQ�LQ�
FRQWUDFW�FRYHU�ZKLFK�LV�SUREDEO\�XQUHDOLVWLF�IRU�VRPH�RI�WKH�WZR�JHQHUDWRU�
SRUWIROLRV���,I�FRQWUDFW�FRYHU�ZDV�UHGXFHG�WR�UHDOLVWLF�OHYHOV�LQ�WKH�VHYHQ�
SRUWIROLR�FDVH�WKHQ�WKH�SRRO�SULFHV�FDQ�EH�H[SHFWHG�WR�EH�KLJKHU�WKDQ�LQ�WKH�
ILYH�SRUWIROLR�VFHQDULR��
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)LJXUH����5HJLRQDO�SRRO�SULFH�FKDQJHV�EHWZHHQ�WKH�ILYH�DQG�VHYHQ�SRUWIROLR�
VWUXFWXUHV�
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�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

,PSDFWV�RQ�GLVSDWFK�

7KH�ODUJHU�QXPEHU�RI�VPDOOHU�16:�JHQHUDWLRQ�SRUWIROLRV����LQVWHDG�RI����KDV�D�
SRVLWLYH�LPSDFW�RQ�GLVSDWFK��OHVV�HFRQRPLF�ZLWKKROGLQJ�RI�FDSDFLW\���ZLWK�
(UDULQJ�EHLQJ�WKH�H[FHSWLRQ���(UDULQJ�VXIIHUV�XQGHU�WKLV�VFHQDULR�FRPSDUHG�
ZLWK�WKH�%$8��DV�LWV�SRUWIROLR�ZDV�OHIW�XQFKDQJHG�DQG�QRZ�IDFHV�LQFUHDVHG�
FRPSHWLWLRQ�IURP���RWKHU�SRUWIROLRV�LQVWHDG�RI����

'LVSDWFK�OHYHOV�DQG�SRUWIROLR�FDSDFLW\�IDFWRUV�LQ�WKH�ILYH�SRUWIROLR�VFHQDULR�
FRPSDUHG�ZLWK�WKH�%$8�VFHQDULR�LV�VKRZQ�LQ�7DEOH������7KLV�SRUWIROLR�FKDQJH�
DOVR�FDXVHV�QHW�LPSRUWV�LQWR�16:�WR�GHFOLQH�QRWLFHDEO\�DQG�16:�WR�EHFRPH�
PXFK�PRUH�VHOI�VXIILFLHQW��
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7DEOH����&KDQJH�LQ�GLVSDWFK��FDSDFLW\�IDFWRUV�DQG�VKDUHV�EHWZHHQ�WKH�%$8�
DQG�WKH�ILYH�SRUWIROLR�VFHQDULRV�

(QHUJ\�VRXUFH� ������� ������� ������� ������� �������

%D\VZ DWHU ��� ��� ��� ��� ���

/LGHOO ��� ��� ��� ��� ���

(UDULQJ ���� ���� ���� ���� ����

0W�3LSHU�	�:DOOHUDZ DQJ ��� ��� ��� ��� ���

9DOHV�3W�	�0XQPRUDK �� ��� ��� ��� ���

*HQHUDWLRQ�IURP�RWKHU�16:�VWDWLRQV ��� ��� ��� ��� ���

1HW�,PSRUWHG�HQHUJ\ ������ ������ ������ ������ ������

%D\VZ DWHU ���� ���� ���� ���� ����

/LGHOO ���� ���� ���� ���� ����

(UDULQJ ����� ����� ����� ����� �����

0W�3LSHU�	�:DOOHUDZ DQJ ���� ���� ���� ���� ����

9DOHV�3W�	�0XQPRUDK ���� ���� ���� ���� ����

*HQHUDWLRQ�IURP�RWKHU�16:�VWDWLRQV ���� ���� ���� ���� ����

1HW�,PSRUWHG�HQHUJ\ ����� ����� ����� ����� �����

%D\VZ DWHU ���� ���� ���� ���� ����

/LGHOO ���� ���� ���� ���� ����

(UDULQJ ����� ����� ����� ����� �����

0W�3LSHU�	�:DOOHUDZ DQJ ���� ���� ���� ���� ����

9DOHV�3W�	�0XQPRUDK ���� ���� ���� ���� ����

&KDQJH�LQ�HQHUJ\�VXSSO\�WR�16:��*:K�

&KDQJH�LQ�VKDUH�RI�VXSSO\

&KDQJH�LQ�FDSDFLW\�IDFWRUV

�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

7KH�LPSDFW�RQ�VWDWLRQ�GLVSDWFK�RI�DGRSWLQJ�D�VHYHQ��VLQJOH�VWDWLRQ��SRUWIROLR�
VWUXFWXUH�FRPSDUHG�ZLWK�WKH�ILYH�SRUWIROLR�VWUXFWXUH�LV�WR�UDLVH�WKH�GLVSDWFK�RI�
WKH�DOO�VWDWLRQV�H[FHSW�9DOHV�3RLQW�DQG�UHGXFH�QHW�LPSRUWV�LQWR�16:���,W�
DSSHDUV�DV�WKRXJK�0XQPRUDK�SURYLGHV�D�EDFNXS�WR�9DOHV�3RLQW�LQ�WKH�ILYH�
SRUWIROLR�VWUXFWXUH�ZKLFK�DOORZV�WKDW�VWDWLRQ�WR�JDLQ�DGGLWLRQDO�GLVSDWFK�DW�WKH�
H[SHQVH�RI�0XQPRUDK��

7DEOH����&KDQJH�LQ�GLVSDWFK�EHWZHHQ�WKH�ILYH�DQG�WKH�VHYHQ�SRUWIROLR�
VFHQDULRV�

������� ������� ������� ������� �������
%D\VZDWHU ��� ��� ��� ��� ���

/LGGHOO ���� ���� � �� ��

(UDULQJ� �� ��� �� � ���

0W�3LSHU ��� ��� ��� ��� ���

0XQPRUDK � �� ��� ��� ���

9DOHV�3RLQW ��� ���� ���� ���� ����

:DOOHUDZDQJ �� �� �� ��� ��

2WKHU�VWDWLRQV�LQ�16: �� �� ��� ��� ���

1HW�)ORZV�LQWR�16: ���� ���� ���� ���� ���� �
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

�
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,PSDFWV�RQ�JURVV�SRRO�UHYHQXHV�

7KH�KLJKHU�GLVSDWFK�E\�WKH�ILYH�16:�JHQHUDWLRQ�SRUWIROLRV�FDXVHV�D�UHGXFWLRQ�
LQ�SRRO�SULFHV�DQG�DV�D�UHVXOW�FDXVHV�JURVV�SRRO�UHYHQXHV�WR�GHFOLQH�IRU�DOO�
SRUWIROLRV�DV�VKRZQ�LQ�7DEOH�����

7DEOH����&KDQJH�LQ�JURVV�SRRO�UHYHQXH�EHWZHHQ�WKH�%$8�DQG�WKH�ILYH�
SRUWIROLR�VFHQDULR�

������� ������� ������� ������� �������

%D\VZ DWHU ������� �������� �������� �������� ��������

/LGHOO ������� ������� �������� �������� ��������

(UDULQJ ������� ������� �������� �������� ��������

0W�3LSHU�	�:DOOHUDZ DQJ ������� ������� �������� �������� ��������

9DOHV�3W�	�0XQPRUDK ������� ������� �������� �������� ��������

%D\VZ DWHU ���� ���� ���� ���� ����

/LGHOO ���� ���� ���� ���� ����

(UDULQJ ��� ��� ���� ���� ����

0W�3LSHU�	�:DOOHUDZ DQJ ��� ��� ���� ���� ����

9DOHV�3W�	�0XQPRUDK ��� ��� ���� ���� ����

3HUFHQWDJH�FKDQJH�LQ�JURVV�SRRO�UHYHQXH

&KDQJH�LQ�JURVV�SRRO�UHYHQXH����PLOOLRQ�

�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

FRPPHQWV�RQ�LQGLYLGXDO�VWDWLRQ�SRUWIROLRV�

+DYLQJ�VHYHQ�LQGLYLGXDO�VWDWLRQ�SRUWIROLRV�IXUWKHU�UHGXFHV�SRRO�SULFHV�DV�VHHQ�
LQ�)LJXUH����DOWKRXJK�QRW�VLJQLILFDQWO\��7KLV�UHVXOW�DVVXPHV�D�VLPLODU�OHYHO�RI�
FRQWUDFW�FRYHU�RQ�HDFK�VWDWLRQ�DV�LQ�WKH�ILYH�SRUWIROLR�VFHQDULR�DQG�WKH�%$8�
ZKLFK�LV�VRPHZKDW�XQUHDOLVWLF����

6LQJOH�VWDWLRQ�SRUWIROLRV�ZLWK�RQO\�WZR�JHQHUDWLQJ�XQLWV�ZLOO�IDFH�JUDYH�GLIILFXOW\�
LQ�FDUU\LQJ�PRUH�WKDQ�����KHGJH�FRQWUDFW�FRYHU�ZKLFK��GHSHQGLQJ�RQ�WKHLU�
RIIHU�VWUDWHJLHV��FRXOG�UHVXOW�LQ�D�ORZHU�FRQWUDFWHG�PDUNHW�ZLWK�KLJKHU�SRRO�
SULFHV����)XUWKHUPRUH��WKHUH�DUH�LQFUHDVHG�JHQHUDWRU�ULVNV�ZLWK�LQGLYLGXDO�
VWDWLRQV�DQG�DV�VXFK�WKH�ILYH�SRUWIROLRV�ZRXOG�VHHP�WR�RIIHU�WKH�EHWWHU�RYHUDOO�
RXWFRPH�IRU�DOO�VWDNHKROGHUV��

������ )LYH�SRUWIROLRV�ZLWK�ORZHU�FRQWUDFW�FRYHU�VFHQDULR�

,Q�WKLV�VFHQDULR��16:�SRUWIROLRV�DUH�VSOLW�LQWR����DV�GHWDLOHG�LQ�)LJXUH�����DQG�
WKH�FRQWUDFW�OHYHO�IRU�WKH�%D\VZDWHU�SRUWIROLR�LV�UHGXFHG�E\���SHUFHQWDJH�
SRLQWV��

:LWK�WKH�ILYH�SRUWIROLRV��WKH�DELOLW\�RI�LQGLYLGXDO�SRUWIROLRV�WR�LQIOXHQFH�WKH�
SULFH�LV�VLJQLILFDQWO\�UHGXFHG���7KLV�PHDQV�WKDW�WKH�ILYH�SRUWIROLRV��ZLWK�UHGXFHG�
PDUNHW�SRZHU��DUH�PXFK�OHVV�OLNHO\�WR�LPSURYH�WKHLU�SRVLWLRQ�E\�UXQQLQJ�ORZHU�
FRQWUDFW�OHYHOV�LQ�RUGHU�WR�SXVK�XS�SRRO�SULFHV���%D\VZDWHU��EHLQJ�WKH�ODUJHVW�
ORZHVW�FRVW�SRUWIROLR�RI�WKH�ILYH��KDV�EHHQ�FKRVHQ�WR�WHVW�WKH�HIIHFWV�RI�D�
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UHGXFWLRQ�LQ�FRQWUDFW�FRYHU�DV�LW�KDV�WKH�JUHDWHVW�SURVSHFW�RI�DFKLHYLQJ�D�
VXIILFLHQW�LQFUHDVH�LQ�SRRO�SULFHV�WR�MXVWLI\�VXFK�D�PRYH���

3RRO�SULFH�LPSDFWV�

$�ILYH�SHUFHQWDJH�SRLQW�UHGXFWLRQ�LQ�FRQWUDFW�FRYHU�RQ�%D\VZDWHU�LQ�WKH�ILYH�
SRUWIROLR�VFHQDULR��UHVXOWV�LQ�SRRO�SULFH�LQFUHDVHV�RI�XS�WR�������0:K�LQ�16:�
FRPSDUHG�ZLWK�WKH�ILYH�SRUWIROLRV�VFHQDULR���7KLV�LV�VKRZQ�LQ�)LJXUH������

)LJXUH����5HJLRQDO�SRRO�SULFH�FKDQJHV�UHVXOWLQJ�IURP�ORZHU�FRQWUDFW�FRYHU�
RQ�%D\VZDWHU�LQ�WKH�ILYH�SRUWIROLR�VFHQDULR�
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+RZHYHU��WKH�LQFUHDVH�LQ�SRRO�SULFHV�UHVXOWLQJ�IURP�WKH�UHGXFHG�FRQWUDFW�FRYHU�
RQ�%D\VZDWHU�LV�QRW�VXIILFLHQW�WR�RIIVHW�WKH�UHGXFWLRQ�LQ�SRRO�SULFHV�UHVXOWLQJ�LQ�
PRYLQJ�IURP�WKUHH�WR�ILYH�SRUWIROLRV���7KLV�PHDQV�WKDW�WKH�ILYH�SRUWIROLRV�ZLWK�
D�UHGXFWLRQ�LQ�FRQWUDFW�FRYHU�RQ�%D\VZDWHU�GHOLYHUV�SRRO�SULFHV�ZKLFK�DUH�
ORZHU�WKDQ�WKH�%$8�DV�VKRZQ�LQ�)LJXUH������

)LJXUH���� 5HJLRQDO�SRRO�SULFH�FKDQJHV�EHWZHHQ�WKH�%$8�DQG�WKH�ILYH�
SRUWIROLR�ZLWK�ORZHU�FRQWUDFW�FRYHU��RQ�%D\VZDWHU��VFHQDULRV�
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4/' ������ ������ ������ ������ ������

6$ ������ ������ ������ ������ ������

6QRZ \ ������ ������ ������ ������ ������

7$6 ������ ������ ������ ������

9,& ������ ������ ������ ������ ������

������� ������� ������� ������� �������

�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

,Q�WKH�YHU\�XQOLNHO\�HYHQW�WKDW�DOO�ILYH�SRUWIROLRV�UHGXFH�FRQWUDFW�FRYHU�E\�ILYH�
SHUFHQWDJH�SRLQWV�WKHQ�WKH�LQFUHDVH�LQ�SRRO�SULFHV�FRPSDUHG�ZLWK�WKH�ILYH�
SRUWIROLRV�VFHQDULR�LV�VKRZQ�LQ�)LJXUH������$V�H[SHFWHG��WKH�FKDQJH�LQ�SRRO�
SULFHV�GXH�WR�ORZHU�FRQWUDFWV�RQ�DOO�ILYH�SRUWIROLRV�LV�VLJQLILFDQWO\�KLJKHU�WKDQ�
ZKHQ�RQO\�%D\VZDWHU�KDV�UHGXFHG�FRQWUDFWV��FRPSDUH�)LJXUH����ZLWK�)LJXUH�
�������

+RZHYHU��PRUH�LPSRUWDQWO\��WKH�LQFUHDVH�LQ�SRRO�SULFHV�UHVXOWLQJ�IURP�
ORZHULQJ�FRQWUDFW�RQ�DOO�ILYH�SRUWIROLRV�LV�YHU\�PXFK�OHVV�WKDQ�WKH�SRRO�SULFH�
LQFUHDVH�UHVXOWLQJ�IURP�D�UHGXFWLRQ�LQ�FRQWUDFW�FRYHU�FRQWUDFW�RQ�WKH�WKUHH�
ODUJH�SRUWIROLRV��FRPSDUH�)LJXUH����ZLWK�)LJXUH�������7KLV�LV�EHFDXVH�WKH�ILYH�
SRUWIROLRV�GR�QRW�KDYH�WKH�PDUNHW�SRZHU�WR�LQIOXHQFH�SULFH�WR�WKH�VDPH�H[WHQW�
DV�WKH�WKUHH�ODUJH�SRUWIROLRV��
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)LJXUH����5HJLRQDO�SRRO�SULFH�FKDQJHV�UHVXOWLQJ�IURP�ORZHU�FRQWUDFW�FRYHU�
RQ�DOO�SRUWIROLRV�LQ�WKH�ILYH�SRUWIROLR�VFHQDULR�
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4/' ������ ������ ������ ����� �����

6$ ����� ����� ����� ����� �����

6QRZ \ ����� ����� ����� ����� �����

7$6 ����� ����� ����� �����

9,& ����� ����� ����� ����� �����

������� ������� ������� ������� �������

�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

,PSDFWV�RQ�GLVSDWFK�

7KH�ODUJHU�QXPEHU�RI�VPDOOHU�16:�JHQHUDWLRQ�SRUWIROLRV����LQVWHDG�RI�����
FRPELQHG�ZLWK�ORZHU�FRQWUDFW�FRYHU�RQ�%D\VZDWHU��KDV�D�UHODWLYHO\�VPDOO�LPSDFW�
RQ�GLVSDWFK�FRPSDUHG�ZLWK�WKH�%$8���)RU�%D\VZDWHU��WKH�JHQHUDOO\�SRVLWLYH�
LPSDFW�RQ�GLVSDWFK�RI�KDYLQJ�ILYH�SRUWIROLRV��LV�PRUH�WKDQ�RIIVHW�E\�WKH�
QHJDWLYH�LPSDFW�RI�LWV�ORZHU�FRQWUDFW�FRYHU���7KH�GLVSDWFK�IURP�VWDWLRQV�RWKHU�
WKDQ�%D\VZDWHU��KRZHYHU��JHQHUDOO\�EHQHILWV�IXUWKHU�E\�WKH�ORZHU�FRQWUDFW�FRYHU�
RQ�%D\VZDWHU���,Q�OLQH�ZLWK�KLJKHU�GLVSDWFK�IURP�WKH�16:�VWDWLRQV��QHW�
LPSRUWV�LQWR�16:�DUH�QRWLFHDEO\�ORZHU�WKDQ�LQ�WKH�%$8��

&KDQJHV�LQ�GLVSDWFK�DQG�FDSDFLW\�IDFWRUV�FRPSDUHG�ZLWK�WKH�%$8�VFHQDULR��DUH�
VKRZQ�LQ�7DEOH�����
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0DUNHW�PRGHOLQJ�RI�WKH�6FKHPH� ���

7DEOH����&KDQJH�LQ�GLVSDWFK��FDSDFLW\�IDFWRUV�DQG�VKDUHV�EHWZHHQ�WKH�%$8�
DQG�WKH�ILYH�SRUWIROLR�ZLWK�ORZHU�FRQWUDFW�FRYHU��RQ�%D\VZDWHU��

(QHUJ\�VRXUFH� ������� ������� ������� ������� �������

%D\VZ DWHU ��� ��� ���� ���� ����

/LGHOO ��� ��� ��� ��� ���

(UDULQJ ��� ���� ��� ��� ���

0W�3LSHU�	�:DOOHUDZ DQJ ��� ��� ��� ��� ���

9DOHV�3W�	�0XQPRUDK �� ��� ��� ��� ���

*HQHUDWLRQ�IURP�RWKHU�16:�VWDWLRQV ��� ��� ��� ��� ���

1HW�,PSRUWHG�HQHUJ\ ���� ���� ���� ���� ������

%D\VZ DWHU ����� ����� ����� ����� �����

/LGHOO ���� ���� ���� ���� ����

(UDULQJ ����� ����� ����� ����� �����

0W�3LSHU�	�:DOOHUDZ DQJ ���� ���� ���� ���� ����

9DOHV�3W�	�0XQPRUDK ���� ���� ���� ���� ����

*HQHUDWLRQ�IURP�RWKHU�16:�VWDWLRQV ���� ���� ���� ���� ����

1HW�,PSRUWHG�HQHUJ\ ����� ����� ����� ����� �����

%D\VZ DWHU ����� ����� ����� ����� �����

/LGHOO ���� ���� ���� ���� ����

(UDULQJ ����� ����� ����� ����� �����

0W�3LSHU�	�:DOOHUDZ DQJ ���� ���� ���� ���� ����

9DOHV�3W�	�0XQPRUDK ���� ���� ���� ���� ����

&KDQJH�LQ�HQHUJ\�VXSSO\�WR�16:��*:K�

&KDQJH�LQ�VKDUH�RI�VXSSO\

&KDQJH�LQ�FDSDFLW\�IDFWRUV

�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

,PSDFWV�RQ�JURVV�SRRO�UHYHQXHV�

7KH�ORZHU�16:�SRRO�SULFHV�LQ�WKH�ILYH�SRUWIROLR�VFHQDULR��VHH�)LJXUH������PRUH�
WKDQ�RIIVHW��WKH�JHQHUDOO\�KLJKHU�GLVSDWFK��VHH�7DEOH�����WR�SURGXFH��ORZHU�
JURVV�SRRO�UHYHQXHV�DV�VKRZQ�LQ�7DEOH������7KXV��KDYLQJ�ILYH�SRUWIROLRV�ZDV�
VXIILFLHQW�WR�FRQWDLQ�WKH�PDUNHW�SRZHU�REVHUYHG�LQ�D�WKUHH�SRUWIROLR�VWUXFWXUH��
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7DEOH����&KDQJH�LQ�JURVV�SRRO�UHYHQXH�EHWZHHQ�WKH�%$8�DQG�WKH�ILYH�
SRUWIROLR�ZLWK�ORZHU�FRQWUDFW�FRYHU�RQ�%D\VZDWHU�VFHQDULRV�

������� ������� ������� ������� �������

%D\VZ DWHU ������� ������� �������� �������� ��������

/LGHOO ������� ������� �������� �������� ��������

(UDULQJ ������� ������� �������� �������� ��������

0W�3LSHU�	�:DOOHUDZ DQJ ������� ������� �������� �������� ��������

9DOHV�3W�	�0XQPRUDK ������ ������ �������� �������� ��������

%D\VZ DWHU ��� ��� ���� ���� ����

/LGHOO ��� ��� ���� ���� ����

(UDULQJ ��� ��� ���� ���� ����

0W�3LSHU�	�:DOOHUDZ DQJ ��� ��� ���� ���� ����

9DOHV�3W�	�0XQPRUDK �� ��� ���� ���� ����

3HUFHQWDJH�FKDQJH�LQ�JURVV�SRRO�UHYHQXH

&KDQJH�LQ�JURVV�SRRO�UHYHQXH����PLOOLRQ�

�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

���� 0RGHOLQJ�VXPPDU\�

7KH�UHVXOWV�RI�WKH�PRGHOLQJ�SUHVHQWHG�DERYH�KLJKOLJKW�D�UDQJH�RI�SRWHQWLDO�
EHQHILWV�DQG�GDQJHUV�LQ�WKH�LPSOHPHQWDWLRQ�RI�WKH�SURSRVHG�6FKHPH��

7KH�ELJJHVW�SRWHQWLDO�EHQHILW�IURP�WKH�6FKHPH�LV�IRU�GLOXWLRQ�RI�PDUNHW�SRZHU�
WKURXJK�RIIHULQJ�VPDOOHU�SRUWIROLRV�WR�SULYDWH�WUDGHUV���0RYLQJ�WR�D�ILYH�
SRUWIROLR�VWUXFWXUH��UHVXOWV�LQ�UHGXFWLRQV�LQ�SRRO�SULFHV�RI�EHWZHHQ����DQG�
����0:K�RYHU�WKH���\HDU�SHULRG���7KLV�LV�LOOXVWUDWHG�LQ�)LJXUH�������

)LJXUH����VKRZV�WKDW�WKHUH�LV�D�VLJQLILFDQW�SRRO�SULFH�EHQHILW�JDLQHG�WKURXJK�D�
UHGXFWLRQ�LQ�PDUNHW�SRZHU�LQ�PRYLQJ�IURP�D�WKUHH�SRUWIROLR�VWUXFWXUH�WR�ILYH�
SRUWIROLR�VWUXFWXUH���0RYLQJ�WR�VHYHQ�SRUWIROLRV�GRHV�QRW�GHOLYHU�PXFK�PRUH��
LQ�WHUPV�RI�ORZHU�SRRO�SULFHV��WKDQ�WKH�ILYH�SRUWIROLR�VWUXFWXUH���2Q�WKLV�EDVLV��
WKH�PRGHOLQJ�LV�VWURQJO\�VXSSRUWV�D�ILYH�XQLW�SRUWIROLR�VWUXFWXUH����

)XUWKHUPRUH��ZLWK�IRXU�JHQHUDWLQJ�XQLWV�LQ�HDFK�SRUWIROLR��WKH�ILYH�SRUWIROLR�
VWUXFWXUH�ZRXOG�DOORZ�HDFK�SRUWIROLR�WR�UXQ�UHDVRQDEOH�OHYHOV�RI�FRQWUDFW�FRYHU��
XQOLNH�WKH�VHYHQ�SRUWIROLR�VWUXFWXUH��ZKHUH�IRXU�RI�WKH�SRUWIROLRV�ZRXOG�RQO\�
FRQVLVW�RI�WZR�XQLWV�WKHUHE\�VHULRXVO\�DIIHFWLQJ�WKHLU�DELOLW\�WR�VHUYLFH�
UHDVRQDEOH�FRQWUDFW�OHYHOV�����
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)LJXUH����16:�SRRO�SULFHV�XQGHU�GLIIHUHQW�SRUWIROLR�VWUXFWXUHV�
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%$8 ������ ������ ������ ������ ������

)LYH�VPDOOHU�SRUWIROLRV ������ ������ ������ ������ ������

6HYHQ�VLQJOH�VWDWLRQ�SRUWIROLRV ������ ������ ������ ������ ������

������� ������� ������� ������� �������

�
'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�

7KLV�ODUJH�UHGXFWLRQ�LQ�SRRO�SULFHV�RYHU�WKH�%$8�VFHQDULR��E\�PRYLQJ�WR�D�ILYH�
SRUWIROLR�VWUXFWXUH��KLJKOLJKWV�WKH�GHJUHH�WR�ZKLFK�WKH�FXUUHQW�WKUHH�SRUWIROLR�
VWUXFWXUH�NHHSV�SULFHV�DUWLILFLDOO\�KLJK�RYHU�WKH�SURMHFWLRQ�SHULRG����,Q�WKLV�
UHVSHFW��WKH�SURSRVHG�VFKHPH�RIIHUV�WKH�SRWHQWLDO�IRU�WKH�HIIHFWLYH�EUHDNXS�RI�
WKH�SRUWIROLRV�ZLWKRXW�WKH�FRPPXQLW\�DQG�LQGXVWU\�UHVLVWDQFH�RI�SULYDWL]DWLRQ�
DQG�LV�VWURQJO\�UHFRPPHQGHG�E\�WKH�(8$$���

+RZHYHU��WKHUH�DUH�D�UDQJH�RI�SRWHQWLDO�GDQJHUV�WR�FRQVXPHUV�WKDW�DOVR�VWHP�
IURP�WKH�6FKHPH���7KH�ODUJHVW�RI�ZKLFK�LV�WKH�SRWHQWLDO�IRU�H[HUFLVH�RI�PDUNHW�
SRZHU�³�SDUWLFXODUO\�LI�WKH�FXUUHQW�SRUWIROLR�VWUXFWXUH�LV�PDLQWDLQHG���$V�
VKRZQ�LQ�WKH�PRGHOLQJ��VLJQLILFDQWO\�KLJKHU�SULFH�RXWFRPHV�DUH�SRVVLEOH�
WKURXJK�UHODWLYHO\�PLQRU�FKDQJHV�WR�RIIHU�VWUDWHJLHV�RI�WKH�ODUJH�16:�
SRUWIROLRV���,Q�DGGLWLRQ��WKH�LPSDFW�RI�IL[HG�IXHO�FKDUJHV��LH��QRW�EDVHG�RQ�
XVDJH���PD\�UHVXOW�LQ�VOLJKWO\�ORZHU�DYHUDJH�SRRO�SULFHV�DQG�LQFUHDVHG�SRRO�SULFH�
YRODWLOLW\��

,Q�SDUWLFXODU��WKH�PRGHOLQJ�VKRZV�WKDW�16:�SRRO�SULFHV�DUH�OLNHO\�WR�LQFUHDVH�
E\�EHWZHHQ�������DQG�������0:K���VHH�)LJXUH�����VKRXOG�WKH�WKUHH�PDMRU�
SRUWIROLRV�EH�UHWDLQHG�DQG�WKH�ODUJHVW�RI�WKHP��0DF*HQ��GHFLGHG�WR�UHGXFH�
FRQWUDFW�FRYHU�E\�DV�OLWWOH�DV�ILYH�SHUFHQWDJH�SRLQWV�DQG�XVH�WKH�UHVXOWDQW�
LQFUHDVH�LQ�GLVFUHWLRQDU\�FDSDFLW\�WR�JDPH�WKH�PDUNHW���7KLV�ZRXOG�EH�D�YHU\�
WHPSWLQJ�VWUDWHJ\�WR�D�ODUJH�SRUWIROLR�LI�WKH�UHVXOWDQW�SRRO�SULFH�ZDV�DERYH�WKH�
DYDLODEOH�FRQWUDFW�SULFH��

+DYLQJ�D�ILYH�XQLW�SRUWIROLR�VWUXFWXUH�UHGXFHV�WKH�DELOLW\�RI�DQ\�RQH�SRUWIROLR�WR�
UHGXFH�FRQWUDFW�FRYHU�DQG�JDPH�WKH�PDUNHW����)LJXUH�����VKRZV�WKDW��ZLWK�D�ILYH�

�������������������������������������������������
��7KLV�IDFW�ZDV�LGHQWLILHG�E\�&2$*�(QHUJ\�0DUNHWV�5HYLHZ�LQ�������ZKLFK�UHFRPPHQGHG�WKH�

EUHDN�XS�RI�WKH�16:�SRUWIROLRV��
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SRUWIROLR�VWUXFWXUH��D�ILYH�SHUFHQWDJH�SRLQW�UHGXFWLRQ�LQ�WKH�ODUJHVW�SRUWIROLR�
�%D\VZDWHU��LQFUHDVHV�SULFH�E\�OHVV�WKDQ���������7KH�DGGHG�SURWHFWLRQ�DJDLQVW�
XVH�RI�PDUNHW�SRZHU�RI�PRYLQJ�IURP�D�ILYH�WR�D�VHYHQ�SRUWIROLR�VWUXFWXUH�LV�
PLQLPDO�DV�VKRZQ�LQ�)LJXUH������

�)LJXUH���� &KDQJHV�LQ�WKH�16:�SRRO�SULFH�IURP�UHGXFWLRQV�LQ�FRQWUDFW�
FRYHU�XQGHU�GLIIHUHQW�SRUWIROLR�VWUXFWXUHV�
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%$8�ZLWK����OHVV�FRQWUDFWV
RQ�DOO

������ ������ ������ ������ ������

%$8�ZLWK����OHVV�FRQWUDFWV
RQ�0DF*HQ

����� ������ ������ ����� �����

)LYH�SRUWIROLRV�ZLWK����OHVV
FRQWUDFWV�RQ�DOO

������ ������ ������ ����� �����

)LYH��SRUWIROLRV�ZLWK����OHVV
FRQWUDFWV�RQ�%D\VZDWHU��

����� ����� ����� ����� �����

6HYHQ�SRUWIROLRV�ZLWK���
OHVV�FRQWUDFWV�RQ
%D\VZDWHU

����� ����� ����� ����� �����

������� ������� ������� ������� �������

'DWD�VRXUFH��3RZHU0DUN�PRGHOOLQJ�
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)LQGLQJV� ���

�

�� )LQGLQJV�

���� *HQHUDO��

7KH�6FKHPH�KDV�WKH�SRWHQWLDO�WR�LQFUHDVH�HOHFWULFLW\�SULFHV�WR�FRQVXPHUV�
WKURXJK�FKDQJHV�LQ�DSSURDFK�E\�SULYDWH�JHQHUDWRU�WUDGHUV�WR�RIIHULQJ�WKH�16:�
SRZHU�VWDWLRQV�LQWR�WKH�1(0�DQG�QHJRWLDWLQJ�KHGJH�FRQWUDFWV�ZLWK�UHWDLO�
PDQDJHUV���7KHUH�DUH�D�QXPEHU�RI�HVVHQWLDO�HOHPHQWV�WKH�6FKHPH�PXVW�
LQFRUSRUDWH�LQ�RUGHU�WR�PLQLPLVH�WKLV�SRVVLEOH�RXWFRPH�LQFOXGLQJ�UHDOLVWLF�
UHVHUYH�SULFHV�DQG�VPDOOHU�JHQHUDWLRQ�SRUWIROLRV���2QO\�WKHQ�GRHV�LW�KDYH�WKH�
SRWHQWLDO�WR�EHQHILW�XVHUV�DQG�LV�WKHUHIRUH�D�SURSRVDO�WKDW�XVHUV�VKRXOG�VHULRXVO\�
FRQVLGHU�VXSSRUWLQJ��

������ &RQIOLFW�RI�LQWHUHVW�

7KH�16:�*RYHUQPHQW�IDFHV�D�VHULRXV�FRQIOLFW�RI�LQWHUHVW�LQ�FKRRVLQJ�EHWZHHQ�
H[WUDFWLQJ�DV�KLJK�D�SULFH�DV�SRVVLEOH�IRU�WKH�JHQHUDWRU�WUDGHU�DQG�UHWDLO�PDQDJHU�
FRQWUDFWV�DQG�GHOLYHULQJ�FRPSHWLWLYH�HOHFWULFLW\�SULFHV�IRU�16:�FRQVXPHUV���,Q�
WKLV�UHJDUG��LQ�VHWWLQJ�WKH�UHVHUYH�SULFHV�IRU�WKH�JHQHUDWRU�WUDGHUV�DQG�UHWDLO�
PDQDJHUV�WKH�16:�*RYHUQPHQW�VKRXOG�FRQVLGHU�WKDW�SHRSOH�DQG�EXVLQHVVHV��
DV�HOHFWULFLW\�FRQVXPHUV��JDLQ�D�JUHDWHU�DQG�PRUH�GLUHFW�FRQVXPHU�VXUSOXV�IURP�
ORZHU�HOHFWULFLW\�SULFHV�WKDQ��DV�WD[SD\HUV��WKURXJK�KLJKHU�UHWXUQV�IURP�VWDWH�
RZQHG�JHQHUDWRUV�DQG�UHWDLOHUV���7KH�16:�*RYHUQPHQW�QHHGV�WR�FODULI\�WKLV�
DQG�LWV�SROLF\�SRVLWLRQ�RQ�WKH�FKRLFHV�LQYROYHG��

������ 5LVN�DQG�WKH�PDUNHW�

7KH�6FKHPH�LV�VWURQJO\�IRFXVVHG�RQ�UHGXFLQJ�*RYHUQPHQW�HOHFWULFLW\�PDUNHW�
SULFH�YRODWLOLW\�ULVN�H[SRVXUH��ZLWK�OLWWOH�DSSDUHQW�FRQFHUQ�IRU�SURYLGLQJ�
RQJRLQJ�UHGXFWLRQV�LQ�UHDO�SULFHV�DQG�TXDOLW\�RI�VXSSO\�WR�HOHFWULFLW\�XVHUV��DQG�
HQFRXUDJLQJ�JUHDWHU�'0���

,Q�IDFW��WKH�SULFH�YRODWLOLW\�ULVNV��ZKLFK�VHHP�WR�EH�WKH�PDLQ�IRFXV�RI�WKH�
6FKHPH��FDQ�EH�DGHTXDWHO\�PDQDJHG�E\�ILQDQFLDO�KHGJHV�SURYLGHG�WKDW�
DSSURSULDWH�FRXQWHUSDUWLHV�DUH�DYDLODEOH�IRU�ZKROHVDOH�HQHUJ\�WUDGLQJ���,W�QHHGV�
WR�EH�UHFRJQLVHG�WKDW�SULYDWH�SDUWLFLSDQWV�DUH�UHDOO\�QR�EHWWHU�HTXLSSHG�WKDQ�
VWDWH�RZQHG�SDUWLFLSDQWV�WR�KDQGOH�RWKHU�PRUH�IXQGDPHQWDO�PDUNHW�ULVNV�VXFK�
DV�WKH�EDODQFH�EHWZHHQ�VXSSO\�DQG�GHPDQG��HTXLSPHQW�IDLOXUH�DQG�DGYHUVH�
ZHDWKHU��

3DJH�����
,Q�IDFW��PRGHOOLQJ�VXJJHVWV�WKDW��LI�WKH�6FKHPH�LV�QRW�DSSURSULDWHO\�GHYLVHG�LWV�
REMHFWLYH�RI�UHGXFLQJ�16:�WD[SD\HUV�H[SRVXUH�WR�ULVN�WKURXJK�FRQWUDFWLQJ�RXW�
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WUDGLQJ�ULJKWV�PD\�DFWXDOO\�LQFUHDVH�1(0�ULVNV���+HQFH��HYHQ�WKRXJK�16:�
SHRSOH�ZLOO�IDFH�OHVV�ULVN�IURP�WUDGLQJ�DV�WD[SD\HUV��WKH\�PD\�IDFH�JUHDWHU�1(0�
ULVNV�DV�HOHFWULFLW\�HQG�XVHUV��

������ $SSURDFK�WR�PDUNHW�SRZHU�

2I�PDMRU�FRQFHUQ�WR�FRQVXPHUV�LV�WKH�SRVVLEOH�H[HUFLVH�RI�PDUNHW�SRZHU�LI�WKH�
WKUHH�ODUJH�JHQHUDWLRQ�SRUWIROLRV�LQ�16:�DUH�HDFK�WUDQVIHUUHG�WR�WKH�SULYDWH�
VHFWRU���7KLV�ZRXOG�SODFH�DQ�XQDFFHSWDEOH�OHYHO�RI�PDUNHW�SRZHU�LQ�SULYDWH�
FRQWURO�UHVXOWLQJ�LQ�KLJKHU�HOHFWULFLW\�SULFHV�WKDQ�ZRXOG�KDYH�RFFXUUHG�LQ�D�
PRUH�FRPSHWLWLYH�HQYLURQPHQW��

7R�SURYLGH�DQ�HQKDQFHG�RXWFRPH�IRU�HOHFWULFLW\�XVHUV��VHULRXV�FRQVLGHUDWLRQ�
QHHGV�WR�EH�JLYHQ�WR�VSOLWWLQJ�WKH�SRUWIROLRV�LQ�WKH�DXFWLRQ�WR�DW�OHDVW�ILYH�
�UDWKHU�WKDQ�WKUHH���HYHQ�LI�WKDW�PHDQV�D�ORZHU�SULFH�LV�SDLG�IRU�WKH�FDSDFLW\�E\�
WKH�SULYDWH�WUDGHUV����

0DUNHW�PRGHOOLQJ�FOHDUO\�VKRZV�WKDW��SULYDWH�JHQHUDWRU�WUDGHUV�ZLWK�FRQWURO�RI�
WKH�WKUHH�ODUJH�JHQHUDWLRQ�SRUWIROLRV��KDYH�D�IDU�JUHDWHU�RSSRUWXQLW\�WR�JDPH�WKH�
PDUNHW�WR�SURGXFH�KLJKHU�SULFHV�VLPSO\�E\�UXQQLQJ�ORZHU�FRQWUDFW�OHYHOV�WKDQ�
WKH\�ZRXOG�LQ�D�PRUH�FRPSHWLWLYH�VHWWLQJ�ZLWK�VPDOOHU�SRUWIROLRV����

+DYLQJ�WKH�VDPH�SULYDWH�VHFWRU�HQWLW\�ZLWK�FRQWURO�RI�ERWK�D�JHQHUDWRU�WUDGHU�
DQG�D�UHWDLO�PDQDJHU��SURYLGHG�WKHUH�LV�VXIILFLHQW�JHQHUDWLRQ�DQG�UHWDLO�
FRPSHWLWLRQ��DQG�WKH�SULFH�SDLG�IRU�WKH�WUDGHU�DQG�UHWDLO�EXVLQHVVHV�LV�QRW�
H[FHVVLYH��FRXOG�ZHOO�EHQHILW�HOHFWULFLW\�XVHUV���7KLV�ZRXOG�EH�DFKLHYHG�E\�
GHOLYHULQJ�ORZHU�SRRO�DQG�KHGJH�FRQWUDFW�SULFHV�E\�UHPRYLQJ�WKH�QHHG�IRU�
PXFK�RI�WKH�WUDGLQJ�RSHUDWLRQ��

+RZHYHU��DOORZLQJ�FRPELQHG�JHQHUDWLRQ�DQG�UHWDLO�EXVLQHVVHV�LV�OLNHO\�WR�
UHGXFH�WKH�GHSWK�RI�WKH�ILQDQFLDO�KHGJH�PDUNHW�WKHUHE\�LQFUHDVLQJ�WKH�SULFH�ULVN�
IRU�UHWDLOHUV�ZLWKRXW�JHQHUDWLRQ��7KLV�LV�EHFDXVH�FRPSHWLWLYH�KHGJH�FRQWUDFW�
FRXQWHUSDUWLHV�ZLOO�EH�PRUH�GLIILFXOW�WR�ILQG�DQG�KHGJH�FRQWUDFW�SULFHV�DUH�OLNHO\�
WR�EH�KLJKHU���

������ 7KH�DXFWLRQ�SURFHVV�DQG�SULFH�SDLG�

7KH�DXFWLRQ�SURFHVV��E\�DOORZLQJ�PXOWLSOH�ELGV�IRU�DQ\�FRPELQDWLRQ�RI�
JHQHUDWRU�WUDGHUV�DQG�UHWDLO�PDQDJHUV��FRXOG�EH�SUREOHPDWLF�IRU�JRYHUQPHQW�
IURP�D�SURELW\�SHUVSHFWLYH�ZLWK�PDQ\�SRVVLEOH�ELG�FRPELQDWLRQV�SRWHQWLDOO\�
UDLVLQJ�VHULRXV�LVVXHV���7KH�SURFHVV�PD\�ZHOO�GUDJ�RQ�IRU�PDQ\�PRQWKV��
FUHDWLQJ�DQ�XQDFFHSWDEOH�RXWFRPH�IRU�HOHFWULFLW\�FRQVXPHUV���

7KHUH�LV�WKH�ULVN�WKDW�KLJK�UHVHUYH�SULFHV��LI�NQRZQ�SULRU�WR�WKH�DXFWLRQ��FRXOG�
IRUFH�XS�ELG�SULFHV��ZKLFK�ZLOO�ORFN�WKH�SULYDWH�WUDGHUV�LQWR�VHHNLQJ�KLJKHU�
SULFHV�IURP�HOHFWULFLW\�XVHUV�WKDQ�DUH�FXUUHQWO\�SUHYDLOLQJ���,W�LV�FULWLFDO��
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WKHUHIRUH��WKDW�WKH�UHVHUYH�SULFHV�VKRXOG�QRW�EH�UHYHDOHG�WR�ELGGHUV�EHIRUH�WKH�
DXFWLRQ��

���� *HQHUDWRU�WUDGHU�

������ 3RUWIROLRV�DQG�PDUNHW�SRZHU�

3DVVLQJ�FRQWURO�RI�WKH�JHQHUDWLRQ�FDSDFLW\�RI�HDFK�RI�WKH�WKUHH�ODUJH�JHQHUDWLRQ�
SRUWIROLRV�WR�LQGLYLGXDO�SULYDWH�JHQHUDWRU�WUDGHUV�KDV�SRWHQWLDO�WR�SURYLGH�WKH�
WUDGHUV�ZLWK�XQDFFHSWDEOH�PDUNHW�SRZHU���7KLV�SUREOHP�FRXOG�EH�DYRLGHG�E\�
RIIHULQJ�VPDOOHU�SDUFHOV�RI�JHQHUDWLRQ�FDSDFLW\��

2IIHULQJ�VPDOOHU�SRUWIROLRV�LV�DOVR�OLNHO\�WR�RSHQ�WKH�PDUNHW�WR�D�JUHDWHU�
QXPEHU�RI�H[LVWLQJ�DQG�SRWHQWLDO�JHQHUDWRU�WUDGHUV��SDUWLFXODUO\�ZKHUH�PDUNHW�
SRZHU�FRXOG�EH�DQ�LVVXH�IRU�H[LVWLQJ�JHQHUDWRUV��ZKLFK�FRXOG�EH�H[FOXGHG�IRUP�
WKH�DXFWLRQ�RI�ODUJH�SRUWIROLRV�E\�7UDGH�3UDFWLFHV�$FW�UHTXLUHPHQWV��

0DUNHW�PRGHOOLQJ�VKRZV�WKDW�D�ILYH�SRUWIROLR�VSOLW��ZLWK�'HOWD�DQG�0DFTXDULH�
VSOLW�LQWR�WZR��ZRXOG�SURYLGH�DGHTXDWH�FRPSHWLWLRQ�DQG�UHVWULFW�WKH�H[HUFLVH�RI�
PDUNHW�SRZHU���(YHQ�LI�WKH�ODUJHVW�RI�WKH�ILYH�JHQHUDWRU�WUDGHUV��%D\VZDWHU��
ZHUH�WR�DWWHPSW�WR�JDPH�WKH�PDUNHW�E\�UXQQLQJ�D����ORZHU�FRQWUDFW�FRYHU��WKH�
SRRO�SULFHV�ZRXOG�VWLOO�ORZHU�WKDQ�XQGHU�WKH�%8$���

:KLOH�PRGHOOLQJ�DOVR�VKRZV�WKDW�PRYLQJ�WR�D�VHYHQ�SRUWIROLR�VWUXFWXUH�GRHV�
QRW�SURYLGH�VXIILFLHQW�DGGLWLRQDO�SURWHFWLRQ�DJDLQVW�DEXVH�RI�PDUNHW�SRZHU�WR�
ZDUUDQW�PRYLQJ�WR�VXFK�D�VWUXFWXUH���7KH�VHYHQ�SRUWIROLR�VWUXFWXUH��EDVHG�RQ�D�
VLQJOH�VWDWLRQ�LQ�HDFK�SRUWIROLR��ZRXOG�PHDQ�WKDW�IRXU�RI�WKH�VHYHQ�SRUWIROLRV�
ZRXOG�FRQWDLQ�RQO\�WZR�JHQHUDWLQJ�XQLWV�DQG�KHQFH�QRW�EH�DEOH�WR�UXQ�DGHTXDWH�
FRQWUDFW�OHYHOV����

������ &RPSHQVDWLRQ�IRU�JHQHUDWRU�IDLOXUH�

&RPSHQVDWLRQ�SD\PHQWV�WR�SULYDWH�JHQHUDWRU�WUDGHUV�LQ�WKH�HYHQW�RI�D�
FDWDVWURSKLF�IDLOXUH�ZLOO�DGG�WR�WKH�FRVW�RI�SURGXFLQJ�HOHFWULFLW\��ZKLFK�ZLOO�EH�
WR�WKH�XOWLPDWH�FRVW�WR�FRQVXPHUV���8QGHU�WKH�FXUUHQW�DUUDQJHPHQWV��
UHVSRQVLELOLW\�IRU�SURYLGLQJ�JHQHUDWRU�EDFNXS�IRU�KHGJH�FRQWUDFWV�FRXOG�EH�
VLPSO\�WUDQVIHUUHG�WR�DQRWKHU�JHQHUDWLRQ�SRUWIROLR��ZKLFK�KDV�VSDUH�FDSDFLW\��
ZLWKRXW�VLJQLILFDQW�DGGLWLRQDO�FRVW�WR�WKH�WD[SD\HU�ZKLOH�WKH�JHQHUDWRU�LV�
UHSDLUHG��

,Q�YLHZ�RI�WKLV��WKH�*RYHUQPHQW�VKRXOG�PDNH�SURYLVLRQ�LQ�WKH�JHQHUDWRU�WUDGHU�
FRQWUDFWV�IRU�VXFK�D�JHQHUDWRU�IDLOXUH���7KLV�FRXOG�EH�GRQH�HLWKHU�WKURXJK�VRPH�
IRUP�RI�FRPSHQVDWLRQ�WR�WUDGHUV�RU�E\�ZLWKKROGLQJ�VRPH�FDSDFLW\�IURP�WKH�
WUDGHUV�WR�FRYHU�WKLV�SRVVLELOLW\���,I�SURYLVLRQ�LV�QRW�PDGH�IRU�WKLV�W\SH�RI�IDLOXUH�
WKHQ�WUDGHUV�DUH�OLNHO\�WR�GLVFRXQW�WKH�SULFHV�RIIHUHG�IRU�WKH�WUDGHU�FRQWUDFWV��
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������ /RZHULQJ�LQ�PDUNHW�GLVFLSOLQH�RQ�JHQHUDWRUV�

3UREDEO\�WKH�PRVW�GLVDSSRLQWLQJ�DVSHFW�RI�WKH�6FKHPH�IRU�HOHFWULFLW\�XVHUV��LV�
WKDW�WKH�FRVW�GLVFLSOLQH�LPSRVHG�RQ�JHQHUDWRUV�E\�D�FRPSHWLWLYH�PDUNHW�LV�OLNHO\�
WR�EH�VLJQLILFDQWO\�UHGXFHG���7KH�QHHG�WR�EH�FRPSHWLWLYH�LQ�WKH�PDUNHW��WR�
HQVXUH�VXUYLYDO��LV�DQ�LUUHSODFHDEOH�LQFHQWLYH�IRU�JHQHUDWRUV���7KLV�KDV�EHHQ�RQH�
RI�WKH�PRVW�VWULNLQJ�DUHDV�RI�LPSURYHPHQW�VLQFH�FRPPHQFHPHQW�RI�WKH�1(0�
DQG�LV�DQ�RQJRLQJ�SURFHVV�ZLWK�JHQHUDWRUV�FRQVWDQWO\�VWULYLQJ�WR�LPSURYH�
HIILFLHQFLHV�DQG�UHGXFH�FRVWV�ZKHUHYHU�SRVVLEOH���7KH�PDUNHW�GLVFLSOLQH�DOVR�
LQFOXGHV�WKH�FRQVWDQW�WKUHDW�RI�ORZ�FRVW�QHZ�HQWUDQWV��

7KLV�PDUNHW�GLVFLSOLQH�ZRXOG�EH�YHU\�GLIILFXOW�LI�QRW�LPSRVVLEOH�WR�UHSOLFDWH�
WKURXJK�ILYH�\HDU�FRQWUDFWXDO�REOLJDWLRQV���7KLV�LV�EHFDXVH��LQ�RUGHU�WR�DFKLHYH�
WKH�FULWLFDO�HIILFLHQF\�LPSURYHPHQWV��JHQHUDWRUV�QHHG�D�PXOWLWXGH�RI�IOH[LEOH�
VWUDWHJLHV�LQ�RUGHU�WR�UHVSRQG�WR�FRQVWDQWO\�FKDQJLQJ�PDUNHW�FLUFXPVWDQFHV���
7KH�6FKHPH�VHHPV�WR�UHFRJQLVH�WKH�LPSRUWDQFH�RI�JHQHUDWRU�HIILFLHQF\�LQ�
GHOLYHULQJ�SRVLWLYH�PDUNHW�RXWFRPHV��EXW�LWV�SURSRVDO�WKDW�WKH�WUDGHU�FRQWUDFWV�
LQFOXGH�D�UHTXLUHPHQW�WKDW�JHQHUDWRUV�PDLQWDLQ�H[LVWLQJ�OHYHOV�RI�DYDLODELOLW\��
IDOOV�ZHOO�VKRUW�RI�ZKDW�LV�UHTXLUHG�IRU�FRPSHWLWLYH�PDUNHW�RSHUDWLRQ��

������ )XHO�VXSSO\�DQG�PDUNHW�WUDGLQJ�

0DWFKLQJ�IXHO�VXSSO\�DUUDQJHPHQWV�WR�RIIHU�VWUDWHJLHV�LV�D�FULWLFDOO\�LPSRUWDQW�
DVSHFW�RI�WUDGLQJ�LQ�WKH�PDUNHW��ZKLFK�ZLOO�EH�ODUJHO\�ORVW�XQGHU�WKH�6FKHPH��
/LQNLQJ�WUDGLQJ�DQG�IXHO�DFTXLVLWLRQ�SURYLGHV�D�VWURQJ�LQFHQWLYH�WR�VHHN�ORZHU�
FRVW�IXHO�VXSSOLHV�DQG�FRDO�TXDOLW\�FKDUDFWHULVWLFV�DUH�FRQVLGHUHG�LQ�D�
FRPPHUFLDO�UDWKHU�WKDQ�SXUHO\�RSHUDWLRQDO�VHWWLQJ���)XUWKHUPRUH��XQGHU�WKH�
6FKHPH�WKHUH�LV�RQO\�YHU\�OLPLWHG�LQFHQWLYH�RQ�VWDWH�RZQHG�SRZHU�VWDWLRQ�
RSHUDWRUV�WR�DUUDQJH�FRPSHWLWLYH�ORQJHU�WHUP�IXHO�SXUFKDVHV��

7KH�SURSRVHG�WKUHH�WLHUHG�SULFLQJ�VWUXFWXUH�FXUUHQWO\�SURSRVHG�E\�
LQFRUSRUDWLQJ�D�SHULRGLF�SD\PHQW��DVVXPHG�WR�FRYHU�WKH�WDNH�RU�SD\�SRUWLRQ�RI�
H[LVWLQJ�FRDO�FRQWUDFWV��PD\�OHDG�WR�SULYDWH�JHQHUDWRU�WUDGHUV�UHJDUGLQJ�WKLV�FRDO�
DV�KDYLQJ�D�]HUR�PDUJLQDO�FRVW��

0RGHOOLQJ�RI�WKH�HIIHFWV�RI�WKH�16:�SULYDWH�JHQHUDWRUV�WUDGHUV�RIIHULQJ�WKH�
FRQWUDFWHG�FDSDFLW\�DW�]HUR�UHVXOWV��DV�H[SHFWHG��LQ�PDUJLQDOO\�ORZHU�SRRO�SULFHV���
'LVSDWFK�RI�WKH�SRZHU�VWDWLRQV��KRZHYHU��LQFUHDVHV�VR�WKH�JURVV�SRRO�UHYHQXH�
RI�WKH�16:�JHQHUDWRUV�LV�VXUSULVLQJO\�ODUJHO\�XQFKDQJHG��

������ 0DUNHW�DSSURDFK�

2QH�FOHDU�RSWLRQ�DYDLODEOH�WR�D�SULYDWH�WUDGHU�ZRXOG�EH�WR�UHGXFH�WKH�OHYHO�RI�
FRQWUDFW�FRYHU�DQG�DWWHPSW�WR�JDPH�WKH�PDUNHW�WR�IRUFH�XS�SULFHV���7KH�PDLQ�
REVWDFOHV�ZRUNLQJ�DJDLQVW�WKLV�VWUDWHJ\�LV�WKH�FXUUHQW�H[FHVV�VXSSO\��DOWKRXJK�
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WKLV�ZLOO�UHGXFH�ZLWK�RQJRLQJ�ORDG�JURZWK��DQG�SRVVLEO\�WKH�SULFH�DQG�RU�WDNH�
RU�SD\�YROXPH�RI�FRDO���$QRWKHU�IDFWRU�ZRUNLQJ�DJDLQVW�VXFK�D�VWUDWHJ\�LV�WKH�
VWURQJ�GHVLUH�RI�UHWDLOHUV�WR�FDUU\�KLJK�OHYHOV�RI�FRQWUDFW�FRYHU�WR�PLWLJDWH�WKH�
PDUNHW�SULFH�ULVNV���,Q�VHHNLQJ�WKHVH�KLJK�OHYHOV�RI�FRYHU��KRZHYHU��UHWDLOHUV�
PD\�EH�SUHSDUHG�WR�LQFUHDVH�FRQWUDFW�SULFHV�DQG�PDUJLQV�ZKLFK�KDV�D�VLPLODU�
DGYHUVH�RXWFRPH�IRU�HOHFWULFLW\�XVHUV�DV�KLJKHU�SRRO�SULFHV��

0RGHOOLQJ�RI�WKH�LPSDFW�RQ�SULFHV�RI�D�ILYH�SHUFHQWDJH�SRLQW�UHGXFWLRQ�LQ�
FRQWUDFW�FRYHU�E\�DOO�WKUHH�16:�JHQHUDWLRQ�SRUWIROLRV��JLYHV�D�VXEVWDQWLDO�ERRVW�
WR�DQQXDO�DYHUDJH�16:�SRRO�SULFHV�RI�EHWZHHQ��������DQG��������0:K�
FRPSDUHG�ZLWK�EXVLQHVV�DV�XVXDO��

������ 7HUP�RI�WKH�JHQHUDWRU�WUDGHU�FRQWUDFW��

,W�LV�GLIILFXOW�WR�HQYLVDJH�D�VHDPOHVV�HOHFWULFLW\�KHGJH�PDUNHW�XQGHU�WKH�
SURSRVHG�ILYH�\HDU�WHUP�IRU�WKH�JHQHUDWRU�WUDGHU�FRQWUDFWV��HYHQ�ZLWK�WKH�QH[W�
ILYH�\HDU�SHULRG�WUDGHU�FRQWUDFW�OHW�ZHOO�LQ�DGYDQFH����:KDW�LV�PRUH�OLNHO\�LV�D�
GHFOLQH�LQ�WKH�DYDLODELOLW\�RI�KHGJH�FRQWUDFW�FRYHU�DV�WKH�H[SLU\�RI�WKH�JHQHUDWRU�
WUDGHU�FRQWUDFW�DSSURDFKHV�LWV�H[SLU\�GDWH���

7KLV�LV�RQH�RI�WKH�SULPH�GLOHPPDV�RI�WKH�6FKHPH�DV�D�VROXWLRQ�ZKLFK�LV�IDLU�WR�
DOO�SDUWLHV��LH�JRYHUQPHQW��LQFRPLQJ�WUDGHU��RXW�JRLQJ�WUDGHU�DQG�FXVWRPHUV��
DQG�GHOLYHUV�D�VHDPOHVV�WUDQVLWLRQ�IURP�RQH�WUDGHU�WR�DQRWKHU�LQ�WHUPV�RI�WKH�
KHGJH�FRQWUDFW�PDUNHW���1R�YLDEOH�VROXWLRQV�DUH�RIIHUHG�LQ�WKH�)XUWKHU�
'LVFXVVLRQ�3DSHU��

������ 7UHDWPHQW�RI�(7()�

7KH�(7()�LV�D�VLJQLILFDQW�PDUNHW�GLVWRUWLRQ��ZKLFK�PD\�KDYH�JUHDWHU�SRWHQWLDO�
WR�FDXVH�KLJKHU�SULFHV�LQ�WKH�1(0�XQGHU�WKH�6FKHPH��ZKHQ�SULYDWH�JHQHUDWRUV�
KDYH�FRQWURO�RI�16:�JHQHUDWLQJ�FDSDFLW\��WKDQ�XQGHU�H[LVWLQJ�DUUDQJHPHQWV��

7KH�(7()�UHGXFHV�WKH�FRQWUDFW�FRYHU�FDUULHG�E\�SULYDWH�JHQHUDWRU�WUDGHUV�
ZKLFK�ZLOO�HIIHFWLYHO\�DOORZ�D�KLJKHU�GHJUHH�RI�IUHHGRP�IRU�WKHP�WR�JDPH�WKH�
PDUNHW�WR�DFKLHYH�KLJKHU�SRRO�SULFHV�����

+RZHYHU��WKH�SULYDWH�JHQHUDWRU�WUDGHUV�ZLOO�EH�VRPHZKDW�UHVWULFWHG�LQ�KRZ�WKH\�
RIIHU�WKH�()()�FRPSRQHQW�RI�WKHLU�FDSDFLW\�DV��ZKHQ�SRRO�SULFHV�DUH�DERYH�
WKH�(7()�UHJXODWHG�HQHUJ\�FRVW��5(&��DQG�WKH�EDODQFH�LQ�WKH�IXQG�LV�GHSOHWHG��
WKH�JHQHUDWRU�WUDGHU�ZLOO�EH�UHTXLUHG�WR�PDNH�ZHHNO\�SD\PHQWV�WR�WKH�IXQG�WR�
WKH�DPRXQW�RI�DQ\�GHILFLW�����

,Q�IDFW��WKHUH�LV�D�VWURQJ�LQFHQWLYH�IRU�WKH�JHQHUDWRU�WUDGHUV�WR�EH�GLVSDWFKHG�IRU�
WKH�(7()�FRPSRQHQW�RI�FDSDFLW\�ZKHQ�SRRO�SULFHV�DUH�PRUH�WKDQ�WKH�5(&�LQ�
RUGHU�WR�EH�DFFXPXODWLQJ�IXQGV�WR�WRS�XS�WKH�(7()�DV�UHTXLUHG���7KLV�PHDQV�
WKDW�WKH�PD[LPXP�SULFH�OLNHO\�WR�EH�RIIHUHG�IRU�WKLV�(7()�FDSDFLW\�ZLOO�
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JHQHUDOO\�EH�OHVV�WKDQ�WKH�5(&���+RZHYHU�WKHUH�LV�DOVR�D�VWURQJ�LQFHQWLYH�IRU�
WKH�JHQHUDWRU�WUDGHU�WR�SXVK�SRRO�SULFHV�DV�FORVH�WR�WKH�5(&�DV�SRVVLEOH��EXW�LQ�
D�RYHUVXSSOLHG�PDUNHW�WKLV�KDV�EHHQ�LPSRVVLEOH����

,Q�JHQHUDO��DSDUW�IURP�WKH�IHZ�RFFDVLRQV�ZKHQ�VWUDWHJLF�ZLWKGUDZDO�KDV�EHHQ�
XVHG�WR�FUHDWH�SULFH�VSLNHV�WR�FODZ�EDFN�WKH�IXQGV�LQ�WKH�(7()���WKH�VWDWH�
RZQHG�JHQHUDWRUV�KDYH�RIIHUHG�WKH�(7()�FRPSRQHQW�RI�FDSDFLW\��LQ�WR�WKH�
PDUNHW�DW�WKHLU�650&�WR�HQVXUH�GLVSDWFK��LQ�D�VLPLODU�ZD\�WR�RUGLQDU\�KHGJH�
FRQWUDFWV���

���� 5HWDLO�PDQDJHU�

������ 7UDQVIHU�RI�FXVWRPHU�WR�SULYDWH�UHWDLOHUV�

7KH�KLJK�UHWHQWLRQ�RI�FRQWHVWDEOH�FXVWRPHUV�E\�VWDWH�RZQHG�UHWDLOHUV�VXJJHVWV�
WKDW�SULYDWH�UHWDLO�PDQDJHUV�PD\�EH�XQDEOH�WR�RIIHU�SULFHV�DV�ORZ�DV�WKRVH�
FXUUHQWO\�DYDLODEOH�IURP�WKH�VWDWH�RZQHG�UHWDLOHUV���,I�VR��WKHQ�IRUFLEOH�WUDQVIHU�
WR�D�SULYDWH�UHWDLOHU�ZLOO�GLVDGYDQWDJH�FRQWUDFW�FXVWRPHUV��

7KH�HOHFWULFLW\�XVHUV�FRXOG�EH�DGYHUVHO\�DIIHFWHG�LI�WKH�VXFFHVVIXO�SULYDWH�HQWLW\�
ZDV�WR�SD\�D�KLJK�SULFH�IRU�UHWDLO�PDQDJHU�FRQWUDFWV�DQG�WKHQ�UHFRYHU�WKH�
SD\PHQW�IURP�FXVWRPHUV��2I�FRXUVH��DVVXPLQJ�WKHUH�LV�D�FRPSHWLWLYH�UHWDLO�
VHFWRU��WKH�UHWDLO�PDQDJHUV�ZLOO�QHHG�WR�FRPSHWH�IRU�FXVWRPHUV�ZLWK�RWKHU�
UHWDLOHUV��VR�ZLOO�EH�VRPHZKDW�UHVWULFWHG�LQ�WKH�H[WHQW�WKH\�ZLOO�EH�DEOH�WR�SDVV�
RQ�WKHVH�DGGLWLRQDO�FRVWV���,W�LV�LPSHUDWLYH��WKHUHIRUH��WKDW�HIIHFWLYH�FRPSHWLWLRQ�
LQ�WKH�UHWDLO�VHFWRU�LV�IRVWHUHG��

������ 7HUP�RI�UHWDLO�PDQDJHU�FRQWUDFWV�

,W�LV�GLIILFXOW�WR�HQYLVDJH�KRZ�WKH�JRYHUQPHQW�ZLOO�EH�DEOH�WR�UH�DXFWLRQ�WKH�
UHWDLO�PDQDJHU�FRQWUDFWV�DV�LQIHUUHG�LQ�WKH�)XUWKHU�'LVFXVVLRQ�3DSHU���7KH�UHWDLO�
PDQDJHU�FRQWUDFWV�HIIHFWLYHO\�H[SLUH�DV�WKH�HOHFWULFLW\�FXVWRPHUV·�FRQWUDFWV�ZLWK�
WKH�VWDWH�RZQHG�UHWDLOHUV�H[SLUH���7KH�RQO\�FXVWRPHUV�WKDW�FRXOG�EH�SXOOHG�EDFN�
IRU�D�IXUWKHU�DXFWLRQ�DIWHU�ILYH�\HDUV�ZRXOG�EH�WKRVH��ZKRVH�FRQWUDFWV�ZLWK�WKH�
VWDWH�RZQHU�UHWDLOHUV�KDYH�QRW�H[SLUHG��DOWKRXJK�WKHUH�DUH�OLNHO\�WR�EH�UHODWLYHO\�
IHZ�RI�WKHVH����

,Q�D�VLPLODU�ZD\��PRVW�KHGJH�FRQWUDFWV�WUDQVIHUUHG�IURP�WKH�VWDWH�RZQHG�
UHWDLOHUV�ZLOO�KDYH�H[SLUHG�DQG�VR�WKHUH�ZRXOG�EH�YHU\�OLWWOH�RI�WKHVH�WR�DXFWLRQ�
DW�WKH�QH[W�URXQG��

7KH�WUDQVIHU�RI�WKHVH�FRQWUDFW�FXVWRPHUV�VKRXOG�EH�SHUPDQHQW�ZLWK�WKH�VWDWH�
RZQHG�UHWDLOHUV�VHUYLFLQJ�RQO\�FXVWRPHUV�FKRRVLQJ�WR�UHPDLQ�RQ�UHJXODWHG�
WDULIIV���+ROGLQJ�DQ�DXFWLRQ�HDFK�ILYH�\HDUV�LV�QRW�RQO\�XQUHDOLVWLF�EXW�ZRXOG�
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UHPRYH�WKH�LQFHQWLYH�IRU�WKH�UHWDLO�PDQDJHUV�WR�EXLOG�WKH�EXVLQHVV�E\�SURYLGLQJ�
VXSHULRU�VHUYLFH�WR�FXVWRPHUV��

������ ,PSRUWDQFH�RI�ELODWHUDO�FRQWUDFWV�

%LODWHUDO�FRQWUDFWV��SDUWLFXODUO\�WKRVH�EHWZHHQ�VWDWH�RZQHG�JHQHUDWRUV�DQG�
VWDWH�RZQHG�UHWDLOHUV��QRUPDOO\�FDUU\�SULFHV�WKDW�DUH�EHORZ�WKRVH�RI�WUDGHG��
RYHU�WKH�FRXQWHU��FRQWUDFWV�DQG�HOHFWULFLW\�IXWXUHV���7KH\�DOORZ�WKH�UHWDLOHUV�WR�
RIIHU�ORZHU�UHWDLO�SULFHV�WR�FRQWUDFW�FXVWRPHUV���

:LWK�WKH�VDOH�RI�WKH�JHQHUDWRU�WUDGHU�FRQWUDFWV��SDUWLFXODUO\�LI�WKHVH�DUH�SDLUHG�
ZLWK�UHWDLO�PDQDJHU�FRQWUDFWV��WKH�ORZHU�SULFHV�FXUUHQWO\�DYDLODEOH�WKURXJK�
ELODWHUDO�FRQWUDFWV�DUH�OLNHO\�WR�HLWKHU�QRW�EH�DYDLODEOH�WR�WKH�UHWDLO�PDQDJHUV��RU�
RQO\�DYDLODEOH�WR�WKRVH�UHWDLO�PDQDJHUV�OLQNHG�ZLWK�D�JHQHUDWRU�WUDGHU���7KLV�KDV�
SRWHQWLDO�WR�LQFUHDVH�HOHFWULFLW\�SULFHV�DQG�RU�DOORZ�VHOHFWHG�SULYDWH�UHWDLO�
PDQDJHUV�WR�JDLQ�PDUNHW�DGYDQWDJH�DQG�LQFUHDVH�PDUNHW�VKDUH���

������ (IIHFWV�RI�IRUFHG�WUDQVIHU�

7KH�QHHGV�RI�HOHFWULFLW\�XVHUV�RQ�H[LVWLQJ�UHWDLO�FRQWUDFWV�VKRXOG�EH�SURWHFWHG�
VR�WKDW��LI�D�SULYDWH�UHWDLO�PDQDJHU�IDLOV�WR�SURYLGH�VDWLVIDFWRU\�VHUYLFH��WKH\�KDYH�
SURSHU�UHFRXUVH�WR�WDNH�WKH�PDWWHU�XS�ZLWK�WKH�VWDWH�RZQHG�UHWDLOHU�DQG��LI�
QHFHVVDU\��EH�WUDQVIHUUHG�WR�DQRWKHU�SULYDWH�UHWDLOHU�RI�WKH�WKHLU�FKRRVLQJ��

������ *UHHQKRXVH�LVVXHV�

*LYHQ�WKDW�WKH�VWDWH�RZQHG�UHWDLOHUV�ZLOO�VWLOO�KDYH�UHVSRQVLELOLW\�IRU�WKH�
JUHHQKRXVH�VFKHPHV�IRU�IUDQFKLVHG�FXVWRPHUV��WKHUH�LV�WKH�REYLRXV�WHPSWDWLRQ�
WR�UHWDLQ�RQO\�WKH�PRVW�FRVW�HIIHFWLYH�JUHHQKRXVH�DEDWHPHQW�VFKHPHV�DQG�
WUDQVIHU�WKH�KLJKHU�ULVN��PRUH�H[SHQVLYH�VFKHPHV�WR�WKH�SULYDWH�UHWDLO�PDQDJHUV���
1RW�RQO\�ZRXOG�VXFK�DQ�DSSURDFK�SODFH�WKH�SULYDWH�UHWDLO�PDQDJHUV�DW�D�
ILQDQFLDO�GLVDGYDQWDJH�ZLWK�RWKHU�SULYDWH�UHWDLOHUV��EXW�LW�KDV�SRWHQWLDO�WR�UHVXOW�
LQ�LQFUHDVHG�HOHFWULFLW\�SULFHV��

,W�LV�LPSRUWDQW�WKDW�WKH�DEDWHPHQW�VFKHPHV��WR�EH�SDVVHG�WR�WKH�UHWDLO�PDQDJHUV��
EH�FOHDUO\�LGHQWLILHG�VR�WKDW�WKH�ELGGHUV�DUH�DEOH�WR�UHIOHFW�WKLV�LQ�WKH�SULFHV�
RIIHUHG��

������ 'HPDQG�PDQDJHPHQW��'0��

8QIRUWXQDWHO\�'0�LV�QRW�IRVWHUHG�E\�WKH�6FKHPH��HYHQ�WKRXJK�LW�FRXOG�RIIHU�D�
ORZHU�FRVW�VROXWLRQ�WKDQ�DGGLQJ�IXUWKHU�JHQHUDWLRQ�FDSDFLW\��

'0�LV�QRW�DWWUDFWLYH�WR�UHWDLOHUV�DV�LW�LQYROYHV�D�UHGXFWLRQ�LQ�VDOHV��ZKLFK�
LPSDFWV�QHJDWLYHO\�RQ�UHWDLOHUV·�UHYHQXHV�DQG�SURILWV�DQG�WKHUH�DUH�QR�DGGLWLRQDO�
LQFHQWLYHV�XQGHU�WKH�6FKHPH�IRU�UHWDLOHUV�WR�SXUVXH�'0��
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,Q�SULQFLSOH��WKH�QHWZRUN�VHUYLFH�SURYLGHUV�FRXOG�KDYH�PRUH�GLUHFWO\�WR�JDLQ�
IURP�'0�WKURXJK�UHGXFHG�FDSLWDO�UHTXLUHPHQWV�EXW�XQWLO�WKH�UHFHQW�,3$57�
GHFLVLRQ�RQ�GLVWULEXWLRQ�SULFLQJ�WKHUH�ZHUH�QR�LQFHQWLYHV�IRU�WKHVH�EXVLQHVVHV�
WR�LPSOHPHQW�VXFK�VFKHPHV���$OVR��ZLWKRXW�DFFHVV�WR�FXVWRPHUV�LQ�WKH�VDPH�
ZD\�DV�UHWDLOHUV��WKH�QHWZRUN�VHUYLFH�SURYLGHUV�ZLOO�VWUXJJOH�WR�DFKLHYH�
VLJQLILFDQW�DGYDQFHV�ZLWK�UHJDUG�WR�'0���0RUHRYHU��E\�VSOLWWLQJ�WKH�UHWDLO�DQG�
GLVWULEXWLRQ�VHUYLFHV��WKH�6FKHPH�PD\�IXUWKHU�UHGXFH�WKH�DELOLW\�RI�GLVWULEXWRUV�
WR�LPSOHPHQW�'0�VFKHPHV��

'0�LV�ODUJHO\�QHXWUDO�IURP�WKH�H[LVWLQJ�JHQHUDWRUV·�SHUVSHFWLYH��'0�PD\�
UHGXFH�WKH�RYHUDOO�OHYHO�RI�DYDLODEOH�KHGJH�FRQWUDFW�FRYHU�DQG�E\�IUHHLQJ�XS�
FDSDFLW\��SURYLGH�RSSRUWXQLW\�IRU�WKH�JHQHUDWRU�WUDGHUV�WR�JDPH�WKH�PDUNHW���
+RZHYHU��E\�UHGXFLQJ�GHPDQG��'0�OLPLWV�WKH�DELOLW\�RI�WKH�JHQHUDWRUV�WR�
LQFUHDVH�SRRO�SULFHV���0RVW�LPSRUWDQWO\�IURP�D�JHQHUDWLRQ�SHUVSHFWLYH��'0��E\�
UHGXFLQJ�SHDN�ORDG��GHIHUV�WKH�QHHG�IRU�DGGLWLRQDO�FDSDFLW\�WKHUHE\�SURYLGLQJ�
FRVW�VDYLQJV�WR�FRQVXPHUV���
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�

�� 5HFRPPHQGDWLRQV�

7KH�IROORZLQJ�UHFRPPHQGDWLRQV�KDYH�JHQHUDOO\�EHHQ�IRUPXODWHG�IURP�DQ�
HOHFWULFLW\�XVHUV·�SHUVSHFWLYH����7KH\�VKRZ�KRZ�WKH�NH\�IHDWXUHV�RI�WKH�6FKHPH�
ZRXOG�QHHG�WR�EH�DGGUHVVHG�LQ�RUGHU�IRU�WKH�VFKHPH�WR�EH�DFFHSWDEOH�WR�
HOHFWULFLW\�XVHUV�DQG�WR�SUHVHUYH�WKH�FULWLFDOO\�LPSRUWDQW�FKDUDFWHULVWLFV�RI�WKH�
FRPSHWLWLYH�PDUNHW����

7KH�UHFRPPHQGDWLRQV�SURYLGH�D�FRQVWUXFWLYH�DSSURDFK�WR�WKH�GHYHORSPHQW�
DQG�LPSOHPHQWDWLRQ�RI�WKH�6FKHPH�ZKLFK��LI�DGRSWHG�ZRXOG�HQKDQFH�WKH�
SRVLWLYH�DVSHFWV�RI�WKH�6FKHPH�DV�ZHOO�DV�DGGUHVVLQJ�HOHFWULFLW\�XVHU�FRQFHUQV���

5HFRPPHQGDWLRQ���� $W�OHDVW�ILYH��QRW�WKUHH��JHQHUDWLRQ�SRUWIROLRV�EH�RIIHUHG�
WR�SULYDWH�JHQHUDWRU�WUDGHUV�WR�PLWLJDWH�SRWHQWLDO�PDUNHW�
SRZHU���

5HFRPPHQGDWLRQ���� 5HVHUYH�SULFHV�WR�EH�NHSW�VHFUHW�DQG�VHW�WR�DFKLHYH�DQ�
DSSURSULDWH�EDODQFH�EHWZHHQ�DXFWLRQ�UHWXUQV�DQG�
FRPSHWLWLYH�HOHFWULFLW\�SULFHV�QRW�MXVW�WR�PD[LPL]H�
JRYHUQPHQW�UHWXUQV��

5HFRPPHQGDWLRQ���� $OO�H[LVWLQJ�DQG�QHZ�FRDO�FRQWUDFWV�VKRXOG�EH�XQGHU�WKH�
WRWDO�FRQWURO�RI�WKH�SULYDWH�UHWDLO�WUDGHU��ZLWK�DQ\�QHZ�
FRQWUDFWV�H[WHQGLQJ�EH\RQG�WKH�H[SLU\�RI�WKH�WUDGHU�
FRQWUDFW�WR�EH�DSSURYHG�E\�JRYHUQPHQW�DQG�SDVV�EDFN�WR�
WKH�JRYHUQPHQW�DW�H[SLU\�RI�WKH�JHQHUDWRU�WUDGHU�
FRQWUDFW��

5HFRPPHQGDWLRQ���� (QFRXUDJH�RQJRLQJ�LQFUHDVHG�HIILFLHQF\�LQ�WKH�SRZHU�
VWDWLRQ�RSHUDWLRQ�LQ�WKH�JHQHUDWRU�WUDGHU�FRQWUDFWV�ZLWK�
DSSURSULDWH�LQFHQWLYHV�DQG�SHQDOWLHV�SD\DEOH�E\�DQG�WR�
WKH�JHQHUDWRU�WUDGHU���

5HFRPPHQGDWLRQ���� 7R�IRVWHU�WKH�GHYHORSPHQW�RI�D�GHHSHU�ILQDQFLDO�KHGJH�
PDUNHW��D�OLPLW�VKRXOG�EH�SODFHG�RQ�WKH�DPRXQW�RI�
JHQHUDWLRQ�FDSDFLW\�ZKLFK�FDQ�EH�SDLUHG�ZLWK�UHWDLO�
WUDGHUV���

5HFRPPHQGDWLRQ���� ,Q�UHFRJQLWLRQ�RI�WKH�LPSRUWDQFH�RI�UHWDLO�FRPSHWLWLRQ��
WKH�6FKHPH�VKRXOG�DZDUG�WKH�UHWDLO�PDQDJHPHQW�
FRQWUDFWV�WR�QR�OHVV�WKDQ�WKUHH�VHSDUDWH�UHWDLOHUV����

5HFRPPHQGDWLRQ���� )XUWKHU�GHWDLOHG�FRQVLGHUDWLRQ�EH�JLYHQ�WR�WKH�OLNHO\�
DGYHUVH�HIIHFWV�RQ�WKH�KHGJH�PDUNHW�RI�WKH�H[SLU\�RI�WKH�
ILYH�\HDU�JHQHUDWRU�WUDGHU�FRQWUDFWV��DQG�GHYHORS�DQG�
SXEOLVK�PLWLJDWLRQ�VWUDWHJLHV�EHIRUH�SURFHHGLQJ�ZLWK�WKH�
6FKHPH���
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5HFRPPHQGDWLRQ���� 3URYLGH�DQ�RSWLRQ�IRU�FRQWUDFW�FXVWRPHUV�WR�WUDQVIHU�WR�D�
UHWDLOHU�RI�FKRLFH��LI�WKHUH�LV�XQVDWLVIDFWRU\�SHUIRUPDQFH�
E\�WKH�FKRVHQ�SULYDWH�UHWDLO�PDQDJHU��

5HFRPPHQGDWLRQ���� 3URYLGH��XS�IURQW��WKH�UXOHV�ZKLFK�ZLOO�JRYHUQ�WKH�OHWWLQJ�
RI�WKH�WUDGHU�FRQWUDFWV��LQFOXGLQJ�WKH�SURFHVV�WR�EH�XVHG�
WR�FRPSDUH�ELGV��

5HFRPPHQGDWLRQ�����&OHDUO\�GHILQH�WKH�DSSURDFK�WR�EH�WDNHQ�ZLWK�WUDQVIHU�RI�
JUHHQKRXVH�JDV�DEDWHPHQW�FRQWUDFWV��

5HFRPPHQGDWLRQ�����7KDW�WKH�WHQGHU�GRFXPHQWV�IRU�WKH�JHQHUDWRU�WUDGHU�DQG�
UHWDLO�PDQDJHU�FRQWUDFWV�LQFRUSRUDWH�D�UHTXHVW�IRU�ELGGHUV�
WR�RXWOLQH�WKH�'0�VWUDWHJLHV�WKDW�WKH\�LQWHQG�WR�DGRSW�
DQG�WKDW�WKHVH�UHVSRQVHV�EH�JLYHQ�DQ�DSSURSULDWH�
ZHLJKWLQJ�LQ�WKH�ELG�HYDOXDWLRQ�SURFHVV���

5HFRPPHQGDWLRQ�����(QVXUH�WKDW�'0�LV�DGHTXDWHO\�DGGUHVVHG�LQ�WKH�SURSRVHG�
16:�622�E\�LQFOXGLQJ�DQ�DVVHVVPHQW�RI�'0�
RSSRUWXQLWLHV�DQG�DSSURSULDWH�LQFRUSRUDWLRQ�LQ�WKH�ORDG�
IRUHFDVW����

5HFRPPHQGDWLRQ�����&RQVLGHUDWLRQ�VKRXOG�EH�JLYHQ�WR�DSSO\LQJ�WKH�(7()�
IXQGV�WR�HQFRXUDJH�JUHDWHU�'0�E\�VWDWH�RZQHG�UHWDLOHUV��
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$� 2XWOLQH�RI�3RZHU0DUN�

3RZHU0DUN�KDV�EHHQ�GHYHORSHG�RYHU�WKH�SDVW�ILYH�\HDUV�LQ�SDUDOOHO�ZLWK�WKH�
GHYHORSPHQW�RI�WKH�1(0��7KH�PRGHO�LV�XVHG�H[WHQVLYHO\�E\�$&,/�7DVPDQ�LQ�
VLPXODWLRQV�DQG�VHQVLWLYLW\�DQDO\VHV�FRQGXFWHG�RQ�EHKDOI�RI�LQGXVWU\�FOLHQWV��

3RZHU0DUN�LV�D�FRPSOH[�PRGHO�ZLWK�PDQ\�XQLTXH�DQG�YDOXDEOH�IHDWXUHV��,W�
SURYLGHV�LQVLJKWV�LQWR��

�� ZKROHVDOH�SRRO�SULFH�WUHQGV�DQG�YRODWLOLW\��

�� YDULDELOLW\�DWWULEXWDEOH�WR�ZHDWKHU�RXWDJHV�DQG�RWKHU�VWRFKDVWLF�HYHQWV��

�� PDUNHW�SRZHU�DQG�LPSOLFDWLRQV�IRU�JHQHUDWRU�ELGGLQJ�EHKDYLRXU��

�� QHWZRUN�XWLOLVDWLRQ�DQG�JHQHUDWLRQ�FDSDFLW\�FRQVWUDLQWV��

�� YLDELOLW\�RI�PHUFKDQW�SODQW�DQG�UHJLRQDO�LQWHUFRQQHFWLRQV��

�� FRQWUDFW�DQG�SULFH�FDS�YDOXHV��

�� WLPLQJ��VL]H�DQG�FRQILJXUDWLRQ�RI�QHZ�HQWUDQW�JHQHUDWRUV��

�� GHPDQGV�IRU�FRDO��JDV�DQG�RWKHU�IXHOV��DQG�

�� WKH�FRVW�RXWORRN�IRU�EX\HUV�RI�ZKROHVDOH�HOHFWULFLW\��

3RZHU0DUN�HIIHFWLYHO\�UHSOLFDWHV�WKH�1(00&2�VHWWOHPHQW�HQJLQH�³�63'�
HQJLQH��VFKHGXOLQJ��SULFLQJ�DQG�GLVSDWFK���7KLV�LV�DFKLHYHG�WKURXJK�WKH�XVH�RI�D�
ODUJH�VFDOH�/3�EDVHG�VROXWLRQ�LQFRUSRUDWLQJ�IHDWXUHV�VXFK�DV�TXDGUDWLF�
LQWHUFRQQHFWRU�ORVV�IXQFWLRQV��XQLW�UDPS�UDWHV��QHWZRUN�FRQVWUDLQWV�DQG�
GLVSDWFKDEOH�ORDGV��7KH�YHUDFLW\�RI�PRGHOOHG�RXWFRPHV�UHODWLYH�WR�WKH�
1(00&2�63'�KDV�EHHQ�H[WHQVLYHO\�WHVWHG�DQG�H[KLELWV�DQ�H[WUHPHO\�FORVH�
ILW��

,Q�DFFRUGDQFH�ZLWK�WKH�1(0·V�PDUNHW�GHVLJQ��WKH�SULFH�DW�DQ\�RQH�SHULRG�LV�
WKH�FRVW�RI�WKH�QH[W�LQFUHPHQW�RI�JHQHUDWLRQ�LQ�HDFK�UHJLRQ��WKH�VKDGRZ�RU�GXDO�
SULFH�ZLWKLQ�WKH�/3���7KH�/3�VHHNV�WR�PLQLPLVH�WKH�DJJUHJDWH�FRVW�RI�
JHQHUDWLRQ�IRU�WKH�PDUNHW�DV�D�ZKROH��ZKLOVW�PHHWLQJ�UHJLRQDO�GHPDQG�DQG�
RWKHU�QHWZRUN�FRQVWUDLQWV��)LJXUH�$��LV�D�VLPSOLILHG�GLDJUDPPDWLF�
UHSUHVHQWDWLRQ�RI�WKH�PRGHO�DQG�LWV�PHWKRGV�RI�FRPELQLQJ�LQSXW�GDWD�IURP�WKH�
VXSSO\�DQG�GHPDQG�PRGXOHV�WR�SURGXFH�D�SULFH�DQG�GLVSDWFK�UHVXOW�IRU�HDFK�
UHJLRQ�DQG�SRZHU�VWDWLRQ�IRU�HDFK�SHULRG��

3RZHU0DUN�LV�YHU\�IOH[LEOH��$GGLWLRQDO�HOHPHQWV��VXFK�DV�UHJLRQV��
LQWHUFRQQHFWRUV��JHQHUDWRUV�RU�ORDGV�FDQ�EH�HDVLO\�DGGHG�DQG�WKHLU�
FKDUDFWHULVWLFV�YDULHG�WKURXJK�WLPH��3RZHU0DUN�KDV�EHHQ�DSSOLHG�WR�VHYHUDO�
GLIIHUHQW�PDUNHW�GHVLJQV�³�JURVV�SRROV��QHW�SRROV��UHJLRQDO�DQG�QRGDO�
VWUXFWXUHV��
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)LJXUH�$�� 3RZHU0DUN�FRQFHSWXDO�IUDPHZRUN�

�
'DWD�VRXUFH��$&,/�7DVPDQ��3RZHU0DUN�GRFXPHQWDWLRQ�

$�GLVWLQFWLYH�IHDWXUH�RI�3RZHU0DUN�LV�WKH�LQFOXVLRQ�RI�D�SRUWIROLR�RSWLPLVDWLRQ�
PRGXOH��7KLV�RSWLRQDO�VHWWLQJ�DOORZV�VHOHFWHG�SRUWIROLRV�WR�VHHN�WR�PD[LPLVH�
QHW�UHYHQXH�SRVLWLRQV��WDNLQJ�LQWR�FRQVLGHUDWLRQ�FRQWUDFWV�IRU�GLIIHUHQFHV��IRU�
HDFK�SHULRG��7KHVH�PRGLILHG�JHQHUDWRU�RIIHUV�DUH�WKHQ�UHVXEPLWWHG�WR�WKH�
VHWWOHPHQW�HQJLQH�WR�GHWHUPLQH�SULFHV�DQG�GLVSDWFK�OHYHOV��(DFK�SHULRG�LV�
LWHUDWHG�XQWLO�D�FRQYHUJHQFH�SRLQW��EDVHG�RQ�1DVK�&RXUQRW�HTXLOLEULD�WKHRU\��LV�
IRXQG��

7KH�EHQHILWV�RI�WKH�RSWLPLVDWLRQ�PRGXOH�DUH�WZRIROG��

SRUWIROLRV�VWUXFWXUH�WKHLU�JHQHUDWLRQ�RIIHUV�LQ�DQ�HFRQRPLFDOO\�UDWLRQDO�ZD\��
)URP�SDVW�H[SHULHQFH��WKLV�RSWLPLVDWLRQ�SURFHVV�JHQHUDWHV�VWUDWHJLHV�ZKLFK�
DOLJQ�ZLWK�WKH�EHKDYLRXUDO�UHDOLW\�LQ�WKH�PDUNHWSODFH��DQG�

VHFRQG�URXQG�HIIHFWV�IURP�IXQGDPHQWDO�FKDQJHV�WR�WKH�PDUNHW�³�VXFK�DV�WKH�
DGGLWLRQ�RI�D�QHZ�HQWUDQW�JHQHUDWRU�RU�FUHDWLRQ�RI�DGGLWLRQDO�UHJLRQV��FDQ�
DXWRPDWLFDOO\�EH�LQFRUSRUDWHG�ZLWKRXW�LPSRVLQJ�H[SOLFLW�FRQVWUDLQWV�RU�
GLUHFWLRQV�IRU�LQFXPEHQWV��

3RZHU0DUN�FDQ�EH�FRQILJXUHG�WR�UXQ�DW�YDU\LQJ�WLPH�LQWHUYDOV�³�IURP���
PLQXWHV������SHULRG�GD\V��WKURXJK�WR�����PLQXWHV����SHULRG�GD\V���7\SLFDOO\�
WKH�PRGHO�LV�UXQ�KRXUO\�RU�KDOI�KRXUO\�WR�PHHW�FOLHQW�UHTXLUHPHQWV�DQG�
HVWDEOLVK�D�UHDVRQDEOH�SULFH�UHVROXWLRQ��

�


