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(92 OLVVLRQ
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-DQXDU\
'"HDU 5HDGHUYV

$V WKH ZRUOG LV FRPLQJ WR UHFRJQL]JH WKDW HQHUJ\ HIILFLHQF\ L\

PDQDIJHPHQW WKH LPSRUWDQFH RI SURSHU VDYLQJY GRFXPHQWDWL

FHUWDLQO\ LQ HUHVUVWVR WKDWLQWHGLFWHG VDYLQJY DUH DFKLHYHG DC

1RWDEO\

X HQHUJ\ XgHHE WR KDYH UREXVW PHWKRGV RI YHULI\LQJ DFKLHYHP
REMHFWLYHV WR JHW RU PDLQWDLQ ,62 FHUWLILFDWLRQ IRU \

X SRWHDQOWSXUFKDVHUV RI HQHUJ\ HIILFLH MDD QSNV RVRX R R ZRW KOHW YALK-H
SRWHQWLDO SXUFKDVHVY KDYH DOUHDG\ SURYHQ WKHPVHOYHV XVL

x DFWXDO SXUFKDVHUV RI HQHUJ\ HIILFLROH\GSIHRMGEDPDWYN RQ WHUWHY L F |
HITHFWMVYWHRI WKHLU SXUFKDVHV WR KHOS WKHP ILQH WXQH SHUIR
SXUFKDVHYV

x JRYHUQPHQWYV D QG X WR-WOQORY WKDW VDYLQJY UHSRUWHG IURP H
SURJUDPV DUH JURXQGPIGDIVX DH @&/ XIHHO X DMO/GIROOMRGELQJ D ZLGHO\ C
SURWRFRO

%DVLFDOO\ WKH NQRZOHGJH WKDW HQHUJ\ VDYLQJVY FDQ EH WUDQV

DFFHSWDQFH RI HQHUJ\ HIILFLHQF\ SURSRVDOV

(92 LV WKH RQO\ RUJDQL]DWLRQ GHGLFDWHG WR SURYLVLRQ RI WRR(
LQ LWVWKHMB QW LIRIHY WUDQVSDUHQF\ LZKDOYH @WVHRERUQW EHV W

SUDFWIRFMH DURXQG WKH ZRUOG (92 DOVRWSNEDIW KRG DMOKH HY)B (11LFL
JLODOQFLQJ 3WRWKRHR® HQHUJ\ HIILFLHQF\ LQYHVWR QW LIDGHQWLI\ DQC

HQHUJ\ FRVW VDYLQJ SURMHFWYV

,30937V IOH[LEOH IUDPHZRUN RI 0 9 2SWLRQV DOORZV SUDFWLWLRQH
WKHLU EXLOGLQJ RU LQGXVWULDL@® WK RYHWAK R QALS/IKU WRJI KR H & WOW |
ILQDQRID®BWHQYLURQPHQWDO EHQHILWY &OHDU GHILQLWLRQ RI WH
FRQVLVWHQW DQG WUDQVSDUHQW PHWKRGYV DUH WKH FRUH SUHFHSV
GHWDLOV DUH XQLTXH WR HDFK SURMHFW ,30939V IOHJLEGHWMR DPHZ|
DOO W\SHV RI HQHUJ\ HIILFLHQF\ WHFKQLTXHV IRU WKRXVDQGV RI S
VPDOO DURXQG WKH ZRUOG

,3093 LV WKH ZRUN RI QXPHURXV YROXQWHHUV DQG VSRQVRUV OLVYV
, ZRXOG OLNH WR WKKIY@NLDQOW KW KFFAWHQ RZOHGJIJPHQWY VHFWLRQ KHUHI
WUXO\ XQLTXH JURXS RI SURIHVVLRQDOV E\ VXEPLWWLQJ FRPPHQWYV
VXSSRUWLQJ WKH PRYHPHQW E\ VXEVFULELQJ WR (92 , HQFRXUDJH I
VR ZH FIDWEGXRXVO\ LPSURYH WKSP,39 03 YERIRG WRJ

-RKQ &RZDQ
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I1HZ % XLOGLQJ '"HVLIQHUY 6HHNLQJ SHFRJQLWLRQ IRU 7

([LVWLQJ %XLOGLQJ ODQDJHUYV 6HHNLQJ 5HFRJQLWLRQ |
4XDOLW\ RI WKHLU %XLOGLQJ 2SHUDWLRQYV

5HIJLRQDO (IBWARHIDA 'HVLOGHUNQM JH UV
'DWHILFLHQF\ 3URMHFW 'HYHORSHUYV
(PLVVLRQ 7UDGLQJ 3URJUDPYV

(QHUJ\ 8VHUV 6HHNLQJ ,62 &HUWLILFDWLRQ

7TDEOH RI SRQWHQWYV



7K1 ,309BV SULPDULO\ PKHQMDIORZE EN WROXQWHHUV (92 DSSUHFLDW
UHFHLYLQJ FIRPGHVYMORSLQJI RWBEIHNGLWLRQ (92 DSSUHFLDWHV WKH
DQG FRPPLWPHQWY PDGH E\ WKH HPSOR\HUV RI DOO (92 YROXQWHHU

(92 %RDUG RI 'LUHFWRUYV

-RKQ &RZDQ &&XPRED (QYLURQPHQWDO ,QWHUIDFH /LPLWHG
7KRPDV 'UHHYVMHQ&EBBE U (36 &DSLWDO

-RKOWHSKHQ .URPIMXUHU DQG ,PPHGBBSHQIBDNIHRBBOW &RQVXOWDQ
$QHHV ,TEDO B6HFUHWDU\ 8. ODLFRQ $VVRFLDWHV /WG
7LPRWK\&HUQDFR7HFK ,QWHUQDWLRQDO (7,

-LQ 5XIGRQLQEKLDQD 1DWLRQDRX¥HQWBQRBEHWWOHPHQW 'HSDUWPHQ
3DWULFN )XDOQEBQ *,0(/(&

6DWLVK . XPO®UEFKQHLGHBWULF

7LHQDQ /L &KLQD &HQWHU IRUQR\GEYWULDO (QHUJ\ (IILFLH
3LHUUH /DQJORLV &DQDGD (FRQROHU

BWHYH 6FKLOOHU 86$%$ 6FKLOOHU &RQVXOWLQJ

,3093 &RPPLWWHH
'DYLG -XRED86S 4XDQWXP (QHUJ\ 6HUYLFHV 7#XREQRORJLHV ,QF
(OOHQ )UDILAEMDLIBES SRR\ ORXQWDLQ ,QVWLWXWH

7KRPB3GDPV 86% $)&(6$

5DMD &KLUXPDPLOOD 86%$ 6DLQ (QJLQHHULQJ $VVRFLDWHV ,QF

/- *"UREOHU 6RXWK $IULFD (QHUJ\ & EHUQHWLFV 3W\ /WG

6DPL .KDZDMD&BGB XV *URXS ,QF

'DYLG .RUQ 86% &DGPXV *URXS ,QF

HQ /DX &DQDGD %& +\GUR

'DQLHO ODJQHWOPBDRION] , %7 (&+

JHUQDQGR OLODQH] %UDJLO ,1((

7UDF\ 3KLOOL®NK 863G (QHUJ\ BROXWLRQV

3KLO 9RVV 86%$ 1DWLRQDO 5HQHZDEOH (QHUJ\ /DE

HYLQ :DUUHQ 86$% :DUUHQ (QHUJ\ (QJLQHHULQJ

/LD :HEVWHU 86$%$ 3RUWODQG (QHUJ\ &RQVHUYDWLRQ ,QF 3(&,
5DM QRO@L ,QGLD )JUHHODQFH (QHUJ\ &RQVXOWDQW

6KDQNDU (DUQL 86$%$ /DZUDQFH %HUNHOH\ 1DWLRQDO /DERUDWRU\
9LOQLV 9HVPD 8. 'HJUHHV 'D\V 'LUHFW /LPLWHG

OD[ =KDQJ &&16®B7& 6WDQGDUGY 7THFKQLFDO 6HUYLFHV &R /WG

$FNQRZOHGJHPHQWYV



09 30DQ B&REPPLWWHH

6KDQNDQI4EDI86$ /DZUHQFH %HUNHOH\ 1DWLRQDO /DERUDWRU\
(OOHQ )UDQF&RKDLWLEES 5S5RFN\ ORXQWDLQ ,QVWLWXWH

6DOLO *RJWH 86% 1H[DQW ,QF

'DYLG .RUQ 86% &DGPXV *URXS ,QF

,3093 JHOORZV
“HIl +DEHUOHSBY $JULFXOWXUDO DQG\OHFKDQLFDO 8QLYH
"RKQ 6WHSKHQ .URPRHAHSHBOGHQW &RQVXOWDQW

BWHYHQ 5 6FKLEF®HOOBI&S&RQVXOWLQJ ,QF

(92 LV DOVR JUDWHIXO WR LWV PDQ\ LQGLYLGXIFXWXHYWULEHUYV
RUJDQL]DWLRQD @ UXEVREDEHDIR UOG RUJ

$'(1( +$JHQFLD SDUD D (QHUJLD 3RUWXJXHVH (QHUJ\ $JHQF\
%& +\GUR

%RQQHYLOOH 3RZHU $GPLQLVWUDWLRQ

'DQD (QHUJ\ 6HUYLFHV &RPSDQ\ '(6&2

(') (OHFWULFLWH GH JUDQFH

(QHUJ\ '"HFLVLRQV 3W\ /WG

((96 +(QHUJ\ (IILPHUQFAFDWLRQ 6SHFLDOLVWYV

(8 %$&(XURSHDQ %XLOGLQJ $XWRPDWLRQ DQG &RQWUROV $VVRF
*DV 1DWXUDO )HQRVD

+(3(6&2 G R R

,7(x,QVWLWXWR GH 7THFQHRORWD ,Q0FpFWULFD

1RUWK $PHULFDQ (QHUJ\ 6WDQGDUGV %RDUG
IDYLJRRVXOWLQJ ,QF

2QWDULR 3RRBIUWNSXW K

AXDQWXP (QHUJ\ BHUYLFHV 7HFKQRORJLHV ,QF

6DELHQ 7THFKQRORJ\ /WG

6DQ 'LHJR *DV (OHFWULF &RPSDQ\

6FKQHLGHU (OHFWULF

BHUYLFHV ,QGXVWULHOV GH *HQqYH

6*6 &67& 6WDQGDUGYV 7HFKQLFDO 6HUYLFHV &R /WG &KLQD
BRKWKHUQ &DOLIRUQLD (GLVRQ

7DLZDQ *UHGDGFWURLW\ )RXQGDWLRQ

8QLYHUVLWpP GH *HQQqYH

9DQJIXDUGYV 3RZHU +RQJ .RQJ /LPLWHG

$FNQRZOHGJHPHQWYV



7KH HGLWLRQ PDNHV WKH IROORZHQGLWKBQJHV WR WKH
$GCHRQWHESWHQ&LVHFWLRS®S IRRYHGHIBOHQFHV WR $6+5%$( WR
$QQH[ &
ORYHG GHWDLOHG GHVFULSW&RDSVWRH WRQUSS B H BGLER
JRUPDOO\ PRGLILHG UHTXERSIFPHRWLIRYBR A @ FIDXEHWDLVRIQRYR VDYLQ.
YHULILF DYKIDRS@V @G & RQVROLGDWHG IRUPH WD QIGD S WIHQHZK H
6DYLQJV 9HULILFDW IDROQS &KDBNEHEYVHTXHQW VHFWLRQV RI &KDSWH
,QFOXGHG FRRZFHESWWRMHAFW UHTXLUHPHQWYV IRU 0 9° LQ &KDSWHU
'"HILQLWLRQ RI EDVHOLQH IRU QHZ FRQVWUXFWLRQ DGGHG

7KH UROH RI (TXDWLRGOWVH PADULILHG LQ &KDSWHU

&RQFHSW RI *0RQLWRULRQEWNG UHDQDWWR QY K L\W§ WRHIHRUB QG H GV
PDGHDLQHRAXDSWHRQ 3HULVWHQFH RI 6DYLQJV
'"HILQLWIMRMDWLVWLFDO DQG XPGHUMDHEEHMFRIQFHSWV

ODGH PLQRU FRUUHFWLRQV WR W\SRDQISXEEDW RE @ R IH3LHIQ FH Y URRDX
WKLV HGLWLRQ RI ,3093

$ &DWDORQLDQ VHFWLRQ ZDV CRAGHEDWR $SSHQGL[ &

&KDQJHV LQ 7KLVE(GLWLRQ



2XWOLQH 21 7KLV '"RFEXPHQW

7KH ,QWHUQDWLRQDO 3HUIRUPD QD OWHRDXYVHPWRMR D Q (3 OH3J LAR C
JXLGDQFH GRFXPHQW GHVFULELQJ FRPPRQ SUDFWLFH LQ PHDVX
DFKLHYHG E\ HQHUJ\ RU ZDWHU HIILFLHQF\ SURMHFWYV DW HQG X
IUDPHZRUN DQG IRXU FRHDNXNUHFBDQWSML RQV IRU WUDQVSDUHQW
FRQVLVWHQWO\ UHSRUWLQJ D SURMHFWYTV VDYLQJ 0 9 DFWLYLW
RU ZDWHU IORZ V PRQLWRULQ YV R IFIDQOFXDHDWAHR@W DYXQ® LUHESRU W |
DGKHULQJ WR ,30939V UHFRPPHQGDWLRQV WKHVH 0 9 DFWLYLW
UHSRUWYV

7KH ,3093 LV LQWHQGHG WR EH XVHG E\ SURIHVVLRQDOV DV D EI
(DFK XVHU PXVW HWWREQLVSHFLILF 0 9 30DQ WKDW DGGUHVVHV
WKH SURMHFW 7KH ,3093 LV QRW D VWDQGDUG DQG WKARWKHU
WKLV GRFXPHQW $GKHUHQFH ZLWK WKH ,3093 UHTXLUKMDQUHSD
WKDW LV FRQVLVWHQW ZLWK ,3093 WHUPLQRORJ\ ,W PXVW QDP}
PHWHULQJ PRQLWRULQJ DQG DQDO\WLV PHWKRGYVY WR EH XVHG T
IROORZHG DQG SHUVRQ V UHVSRQVLEOH IRU WKH 0 9

,3093 9ROXPH , & KIRRUNBQY]EGHDV IROORZV
,QWURGXFHV ,3093 DQG (92
'"HILQHV 0 9 DQG OLVWV HLJKW XVHV IRU 0 9 WHFKQLTXHV

/D\V WKH IRXQGDWLRQ RI 0 9 E\ GHILQLQJ WKH XQGHUO\LQJ
EDODQFH RI WKH GRFXPHQW VXPPDUL]HV FRP PRWLQ G X\WHHWY
IXQGDPHQWDO 3ULQFLSOHYV

'"HILQHV WKH ,3093 )UDPHZRUN DQG LWV IRXU 2SWLRQV ,W ¢
DQG DGMXWRPH@MNWM\ RU ZDWHU PHDVXUHPHQWY QWHGHG W
7TDEOHMG DQG )LIWWPHDUL]H WKH 2SWLRQV DQG RIIHU JXLGEL
DPRQJVW WKHP IRU HDFK DSSOLFDWLRQ

/ILVWV WKH WRSLFV WKDW VKRXOG EH FRQWDLQHG LQ DQ O ¢
GHFLVLRQV QHHGHG WR PDNHHWHKAWLY HD FRRI MO FRMNWQ JV
UHSRUWYV

'"HILQHV D PHDQV RI VSHFLI\LQJ WKH XVH RI ,3DR®%IOQ®& RI FO
SUHVHQWY NH\ LQIRUPDWLRQ WKDW VKRXOG EH LQFOXGHG I
/ILVWYVY PDQ\ DGGLWLRQDO LVVXHV WKDWFRP PRRHGER\UDMLIOUJH L (
/ILVWV GHILQLWLRQV RI DOO LWDOLFL]HG ZRUGV LQ WKH GRI
3URYLGHYVY D OLVW RI UHIHUHQFHY DQG VRPH XVHIXO RWKHU

$SSHQGL[ $ SURYLGHYV H[DPSOH DSSOLFDWLRQV RI ,3093 LQ Y
(929V ZHEVGWMWDROHG H[DPSOHV RI 0 9 30DQV DQG 6DYLQJV 5HS

$SSHQGL[ % VXPPDUL]JHV BHXWDIGFWAQFHHUIWIRP WHFKQLTXHYV WR JXL
WKH OHYHO RI ULJRXU VXLWDEOH IRU HDFK 0 9 SURFHVV

$SSHQGL[ & FRQWDSLHORP MVLIMERAY KH 8QLWHG 6W D VWHNQRBIEPRIU L F D
LQFO &DWIRPP@EMOJDWKB &]HFK 5&ISKEMOL® 3ROD QG

$SSHQGL[ 8MWWUX¥LGH WR KHOS GLITHUHQW W\SHV Rl UHDGHUV XQ¢
DSSO\LQJ WKH GRFXPHQW

UHIDFH



(IILFLHQRDWRBQ 2UJDQL]DWLRQ DQG ,3093

7KLV ,QWHUQDWLRQDO 3HUIRUPDQFH OHDVXUHPHQW DQG 9HULILFDW
WKH (IILFLHQF\ 9DOXDWLRQ 2UBDRIIMWVEB QY IWH ARQK|RUDWLRQ (92
JOREDO PDUNHWSODFHW K\DKM FHR LG AQ W\ XYAWDHOR |1 QDWXUDO UHVRXUF|
XVH HIILFLHQF\ DV D YLDEOH DOWHUQDWLYH WR QHZ HQHUJ\ VXSSO\
SURPRWH VWDQGDUGL]HG PHWKRGV WR TXDQWLI\ DQG PDQDJH WKH |
EXVLQHWD PMDRQVXREB HQBUJ\ HIILFLHQF\ UHQHZDEOH HQHUJ\ DQG .
(92 LV D VXEEPVHBHRUJDQL]DWLRQ ZLWK VXSSRUWHUV DURXQG WKH

(92 LV JUDWHIXO WR LWV YROXQWHHUY ZKR GHYHORS DQG PDLQWDLC(
FXUUHQW @R RREPLWWHHY DFWLYH LQ GHYHORSLQJ WKLV GRFXPHQW
$FNQRZOHGJHPHQWY VHFWLRQ DERYH DORQJ ZLWK 2UJDQL]DWLRQD

(92 PDLQWDLQV DZZHEYRWBOG RKLIFK FRQWDLQV

x $ VXEVFULEHYVZIWKRFERVNOWMRVSURRSLHY RI VRPH (92 GRFXPHQW\
UHIHUHQFH PDWHULDOV QHZVOHWWHUV GLVFXVVLRQ IRUXPV DQ(

x IDWHVW UHOHDVHG HGLWLRQV RI WKH GRFXPHQWY DQG DUFKLYDC
x /ILVWV RI WKH FXUUHQW FRPPLWWHHVPHPEHUY DQG VXSSR

X ,QYLWDWLRQ IRU FRPPHQWYV RQ ,3093 GRFXBWRYWVHWRHVRH HPDLO
ZRUOG RUJ

Xx ,QIRUPDWLRQ RQ (92TV WUDLQLQJ DQG FHUWLILFDWLRQ SURJUDPV

(92 GRFXPHQWYV VKRXOG LQFOXK D XRX QB HVKHHWARRGBO/GI URKHUHIRUH (9
GHYHORSLQJ LQWHUQDWLRQDO UHJLRQDO JURXSV WR GRFXPHQW LQ
SDUWLFLSDWH DV D YROXQWHHU RU VXEVRAZZEHVYRSOKBIMMIYLVLW WK
FXUUHQW FRQWDFW LQIRUPDWLRQ

(929V FXUUHQW DFWLYLWLHY DQG SODQV DUH VXPPDUL]J]HG EHORZ

(929V &XUUHQW 3XEOLFDWLRQV
EXUUHQWO\IOBXBPYLFDWLRQY DYDLODEOH RQ LWV ZHEVLWH

, 3093 9ROXRRQFHB WY 2SWLRQV IRU '"HWHUPLQLQJ (QWUJ\ DQG :DWHU

9ROXPH , GHILQHYVY WHUPLQRORJ\ DQG VXJJHVWY JRRG SUDFWLFHV IR
HQHUJ\ RU ZDWHU HIILFLHQF\ SURMHFWY WKDW DUH LPSOHPHQWHG L
7KHVH WHUPVY DQG SUDFWLFHY KHOS PDRIUHK Y SHE ISIUKKZ WD ¥ 19Q3UD
ZLOO EH PHDVXUHG IRU HDFK SURMHFW 7KH VXFEHVMMNDXQ WLDYBODQ H
WUDQVSDUHQW UHSRUWY RI DFWXDO SURMHFW SHUIRUPDQFH

, 3093 9ROXPRAGRRWLURQPHQWDO 4XDOLW\ ,(4 ,VVXHV

9ROXPHUHYLHZV ,(4 LVVXHVY DV WKH\ PD\ EH LQIOXHQFHG E\ DQ HQHU
KLIKOLJKWY JRRG SURMHFW GHVLJQ DQG LPSOHPHQWDWLRQ SUDFWL
FRQGLWLRQV XQGHU DQ HQHUJ\ HIILFLHQF\ SURMH&W ,W DGYLVHV R
SDUDPHWHUV WR VXEVWDQWLDWH ZKHWKHU LQGRRU FRQGLWLRQV KI
EDVHQKGOK® GHWHUPLQARD XM LLQRWY EHHQ DUFKLYHG DQG UHPDLQV
DUFKLYHV VHFWLRQ RI WKHYS2XHEEOMIPNGILEUDUN RQ (929

, 3093 9ROXPH ,,, $SSOLFDWLRQYV

9ROXPH ,,, FRQWDLQV VSHFLILF DSSOLFDWLRQ JXLGDQFH PDQXDOV I
DSSOLFDWLRQV PDQXDOV DGGUHVYVY QHZ EXLOGLQJ FRQVWUXFWLRQ

SUHIDEH



WR H[LVLWLQJ IDFLOKUWLHROBPHWY H[SHFWHG WR EH DQ DUHD R
DV PRUH VSHFLILF DSSOLFDWLRQV DUH GHILQHG

,QWHUQDWLRQDO (QHUJ\ (IILFLHQF\ )LQDQFLQJ 3URWRFRO ,(()3

7KH ,(()BURYLGHV JXLGHOLQHV IRU ORFDO ILQDQFL@XD@WWLQX W
ILQDQFH HQHUJ\ HIILFLEQ¥HMG QG §BZDEOW SURMHFWYV

+LVWRU\ 21 BUHYLRXV (GLWLRQV

7KH ILUVW HGLWLRQ RILBROUIYBK 1O WU MFDHG(WHKBII\ OHDVXUHPHQW [
SURWRFRW SXEOLVKHG LQ ODUFK '"HEWPEDW PRGWIKHG UQDPHC
L, QWHUQDWLRQDO 3HUIRUPDQFH OHDVXURBQYWRNRYGS$ IHYG | F DMALHR

FKDQJHG VXEVWDQWLDOO\SXKERQ VBB LDV UBDQG PLQRU HGLWRL
DGGHG LQ D HGLWLRQ 9RO HROD M EGRROLM\YZDYV SXEOLYV
&RPPLWWHHY VSRQVRUHG E\ WKH 8QLWHG 6WDWHVY '"HSDUWPHQ
WKHVH GRFXPHQWYV

,Q ,3093 ,QF ZDV LQFRUSRUDWHGSM\R DG [FRABRUQPHHREY Q& Q
LOFOXGH WKRQIOARPMDYMQ LW\ DQG UHOLHYH WKH 8 6 'HSDUWPH
UHVSRQVLELOLWLHY DV WKH RUJDQL]JHU ,3093 ,QF UDLVHG LW\
SXEOLVKHG WKH QHZ 9ROXPH ,,, 3DUWV RQ 1HZ &RQVWUXFWLRQ
ZDV UPMK® (IILFLHQF\ 9DOXDWLRQ 2UJDQL]DWLRQ DV LW H[SDQGH

,Q (92 XSGDWHG ,3093 9ROXPH , SULPDBUDOW LRU RMXMHUX Yk HWV
$SSHQGL[ % 1R VXEVWDQWLYH F KEERQUBHR HEANHW HWRKIRGXH KWWK KW KW L W C
2SWLRQW ZHUH H[SDQGHG DO®RWIUZISWK. Y\RK R DHAH/XIWMHOS UR SHU

XQGHUVWDQGLQJ ,Q 9ROXPH , Z&6\W \PSRHGAL LLHFGUW RH U H §F U U WD
HVWDEOLVK D VWUXFWWXSHF LR UF PRFDIW WHUDRY LQ D QHZ @6ESHQGL]
JUDQFHQ 9ROXPH , ZDV PRGLILHG WR DGG PRUH (XURSHDQ U

DQG XSGDWHG WKH VLIJQLILFDQW GLJLWLYVY SUHVHQWDWLRQ

7UDLQLQJ $QG &HUWLILFDWLRQ

(92 UHFRJQL]JHV WKDW GRFXPHQWY DORQH ZLOO QRW L@SVIRKNH W
ZRUOG 7KHUHIRUH (92 DQG LWV ZRUOG ZLGH SDUWQHUV LQWUR
DERXW PHDVXUHPHQW DRKBVHHIWURIAUDWLVRIQGXFDWH SURIHVVLRQD
UHFHQW GHYHORSPHQWY LQ 0 9

(92 DOVR KDV IDH&EHOMDVXUHPHQW DQG 9HULILFDWLRQ 3URIHVVLF
SURIHVVLRQDOV ZKR SDVV D WHVW GHPRQVWUDWLQJ WKHLU NQ
NQRZOHGJH H[SHULHQFH RUKW X OCREIHH WETHE WR GHYHORS 0 9 3
PDQDJH90SURJUDPV IRU VWUDLJKWIRUZDUG DSSOLFDWLRQV )RU
SURJUDP DQG IRU WKH QDPHVVRIYRENW ZRWEG ROUI3

(929V )XWXUH 30DQV

(929V VXEVFULEHUV DQG ®R QXNQWIKMUXW B HVRBHB/X WIRWALRHIIVOHHQI F
DQG GRFXPHQWYV DERXW HIILFLHQF\ YDOXDWLRQ (92 ZHOFRPHYV
VXEVFULEHUV SURYLGH UHFRPPHQGDWLRQV DQG SDUWLFLSDWI

,Q OLJKW RI LY LRMXHWUQDWILRQQ WKH SURFHVV RI

X '"HYHORSLQJ DFWLYH UHJLRQDO DIILOLDWHY ZKR FRQWULEXWF
(92 SXEOLFDWLRQV

X &RQGXFWLQJ DGGLWLRQDO WUDLQLQJ DQG FHUWLILFDWLRQ S
x 3UHSDULQJ LWV ODWHYWUGRWXFRH QMW IRDIHY DQG

SUHIDFH



X (QFRXUDJLQJ LEDNHGWHRPPKXWLW\ RI VXEVFULEHNOXW R VK@ W& HHD M F

(92 ZHOFRPHYVY IHHGEDFN DQG VXJJHVWLRQV 3OHDVH GLUHFW \RXU F
LSPYSUNRRIUOG RO FRPPHQWY ZLOO EH FRQVLGHUHG WKRXJK (92 Z

UHSO\ GLUHFWO\ 7KH ODWHVW (QJOLVK YHUVLRQ DQG FHUWLILHG W
EH DYDLODEOH IRU L QWAZ UKYARR UGRZ 9Q B0 Q W WRKERIFXRFHQ W
HYHWD BOHDVH OHW XV NQRZ KRZ RXU VHUYLFHV FDQ EH LPSURYHG

SUHIDEH



BUHIDFH



3XUSRVH $QG 6FRSH 21 ,3093

(IMLFLHQF\ SDOXDWLRQ 2UJDQL]DWIRE®D WAR BXE GQHWKRYPWIQHFH OHDV X
DOQG 9HULILFDWLRPBURWREFOHDVH LQYHVWPHQW LQ HQHUJ\ DQG ZL

GHPDQG PDQDJHPHQW DQG UHQHZDEOH HQHUJ\ SURMHFWY DURXQG
7KH ,3093 SURPRWHYV HIILFLHQF\ LQYHVWRHQWY E\ WKH IROORZLQJ D

x ,3093 GRFXPHQWYVY FRPPRQ WHUPVY DQG PHWKRGYVY WR HYDOXDWH St
SURMHFWYV IRU EX\HUV VEBRPHWK V@EVHQDWFRWVW WD G PHWKRGV PD
LQ SURMHFW DJUHHPHQWY WKRXJK ,3093 GRHV QRW RIIHU FRQWUI

x ,3093 SURGHV PHWKRGV ZLWK GLDIGG DFWXUBD¥MOWRRIGHRWHWUPLQLQJ
VDYLBAIWKHU IRU WKH ZKROH IBRHULW \FRQV R U YLOYGIL(RQ DO/ XUH

X ,3093 VSHFLILHV WKH FRQUHPG\WQW FIQIG 0HDM ILFDWLRQ 30DQ 0 9 3C
09 30DQ DGKHUHV WR ZLGHO\ DFFHSWHG IXQGDPHQWDO SULQFLSC
YHULILDEOH VDWIQQJO\W BIODPRUMMWW EH GHYHORSHG IRU HDFK SURMF
SURIHVVLRQDO

Xx ,3093 DSSOLHVMGWR DULHW\ RI IDFLOLWLHY LQFOXGLQJ H[LVWLQJ D(
LOQGXOWWIRFHVVHYVY &KDSWHU 8VHUYV *XLGH VXPPDUL]JHV KRZ (
XVH ,3093

;3093 SROXPHILQHVLQ &KDSWHU SUHVHQWY WKH DXQG@PHQWDO SUL

&KOSWHU DQG GHVFULEHV D [UD® BOREENK CRUNB G H WIKHOGIBWDLOV RI
09 S0OM@EDYLOQHBRUW DUH OLVWHG LQ &KDSWHUV DQG UHVSHFWI
VSHFLI\LQJ XVH Rl ,3093 RU FADBR YD DB WHKIRHQFHQ &KDSWHU 9RO X
DOVR FRQWDLQV D VXPPDU\ RI FRPPRQ 0 9 GHVLJQOLYVXHYV &KDSWHL
UHVRXUFHY 7ZHOYH H[DPSOH SURMHFWY DUH GHVFULEBOG\WQVWSSHQ(!
PHWKRGV DUHHGXE® DBSISIHEHILN®HFLILF PDWHULDOV BDYHFLOLBSSHQGL
JXLGDQFH IRU GLITHUHQW W\SHV RI XVHUV LV LQ $SSHQGL[ '

;3093 9ROXPURYLGHY D FRPSUHKHQVLYH DSSURDFK WR HYDOXDWLQJ

HQYLURQPXRQOMDO LVVXHV WKRWNGHYVH JHAPWEBPMRWDWLRQ DQG PDL
9ROXPH ,, VXJIJHVWV PHDVXUHPHQWYVY RI LQGRRU FRQGLWLRQV WR LG
WKH EDBGHOLAB

, 3093 9RPBGIX,SURYLGHY JUHDWHU GHWDLO RQ 0 9 PHWKRGV DVVRFLDWI

FRQVWUXFWLRQ DQG ZLWK UHQHZDEOH HQHUJ\ VA\VWHPY DGGHG WR

, 3093 9ROXPHYV , DQG ,,, DUH D OLYLQJ VXLWH RI GRFXPHQWY ZLWK \
RQ (I YTZHEVAAINHHYRUOG FRWIXPH ,, LV QRZ IRXQG LQ WKH DUFKLYHV F
ZHEVLWH

YHQHILWYV 21 8VLQJ ,3093

, 30937V KLVWRU\N VLQFH DQG LWV LOWHUQDWLRQDO XVH EULQJV \
WKDW DGKHUH WR ,30931MV JXLGDQFH

"RUGV LQ IDNBIOWRWY KXSHFLDO PHDQLQJV GHILQHG LQ &KDSWHU

$OWKRXJK WKHUH LV VRPH GHEDWH RYHU WKHQG UIIHBER Q¥ HV YIDHNRBHH B VD XK WHH U P V
DQG HQHUJ\ HIILFLHQF R PMION XRPPRQ (&0 VOHHEGP WR GOIFOXGH ERWK FRQVHUYDWLRQ
HIILFLHQF\ DFWLRQV 6HH &KDSWHU )

ZZZ HZYRUOGROQWDLQV WKH FXUUB @V URIVWWVRRQDOW LEBHYIBR QV ZLWK DSSURSULDW
H[SHULHQFH DQG ZKRVKDWH G HWPRHIM NQRZOHGJH RI ,3093 E\ SDVVLQJ DQ H[DPLQDW

, QWURGXFWLRQ WR ,3093



X 6XEVWDQWLDWLRQ RI SD\PHQWYV IRU SHUIRUPDQFH :KHUH ILQ
GHPRQVWUDWHG HQBIYUQIRGKEDWEHFH WR ,309\3DN QRWGIRZWK D
JRRG SUDFWLFHDGRH,WDYWQJV NHGRIWXVWRPHU DQREBQHUJ\ X'
XWLOLW\ WR UHDGLO\ DFFHGWH UMSRIWUWG IS IFBIFRVIPEDRNVH
LQYRLFHV DUH V.36SIGWH WVHEYWQJV WVSFOWWNHLYH SURPSW
SD\PHQWYV

x /IRZHU WUDQVDFW IHRYH BRV B QIRHIFR Q6/SWEEW. FDWLRQ RI ,3093 |
EDVLV IRU GHVLIJQQQJIFD G VRMSGMIWKH QHKHRWUDWILHRWDIR URD @
FRQWUDFW

X ,QWHUQDWLRQDO FUWBYEQOV WWHRRIVEWEMH UQF UHDVLQJ WKH YDC
WKH DWRE LIDYI®DY1\QJV

X (QKDQFHG UDWIURINXDBWWR HQFRWU\DW B\ LEXDVEHIIRE G U
RSHHOWFLOLWLHV

x +HOS QDWLRQDO DQG LQGXVWU\ RUJDQL]DWLRQV SURPRWH DC
HQYLURQPHQWDO REMHFWLYHRSWHG, EO IBDIWL RIO®HOOD @G UHJLI
JRYHUQPHQW DJHQFLHY DQG E\ LQGXVWU\ RUJDQL]DWLRQV WF
HQKDQFH WKH FUHGLELOLW\ RI WKHLU UHSRUWHG UHVXOWYV

, 30931V SHODWLRQWHES L/IRHDW KRQHYV

&KDSWHU OLVWV RWKURHVQIWH UHDNGLHENSRIGBRPZ OLVWY RWKH
JXLGHOLQHY SURWRFROWRPDRIGIBBRARMHQOIMWM-RQV RI WKH ZRUOG
, 3093 RU SURYLGH UHIHUHQFHVY WR UHOHYDQW FRGHV VWDQGD
,3093

KR 8VH3¥093"

, 3093 SUHVHQWY FRPPRQ SULQFLSOHY DQG WHUPV WKDW DUH ZL
0 9 SURFHVV W GRHVOQRWF®HMIOQHLWKHRU DOO DSSOLFDWLRQV
LQGLYLGXDOO\ GHVLIQHG WR VXLW WRH BWeY\l RJVD O ITHRWDIVG/H U \
LQGLYLGXDO GHVLJQ LV UHFRUBGIDG G WERKH/IFEURMRBWHG DV GHII
WKHUHLQ

7KLY GRFXPHQW LV ZULWWHQ WR SURJUHVVLYH®Y SUR¥FMWAH H WH/L
LW SURJUHVVHY &KODBERVHUKEVWKY VXPPDUL]JHG EHORZ

X &KDSWHU GHILQHV 0 9 DQG GHVFLEHV HOIJKWHFKIQHTMQW DSS

x &KDSWHU SUHVHQW WKH VL[ IRXQG®PWURRWDOFHULQELWRKH YV, 3RIS
7KH\ DUH XVHIXO0I®RGRAXLEQ GHWBIOO08 FXHWD HQW

X &KDSWHU SUHVHQWVYV WKH JWDWHLEBY $XDHZIRRIN HDTX®WLRQV (
SURSHUO\ MDPYWRAUNE OAKPPDUL]JHV IRXU 0 9 GHVLJQ 2SWLRQV D¢
GHVFULEH HDFK RI WK IRPIH&K/DBX\IED Q FIH ®LPG WD RRWU VHOHF
WKH ULJKW 2SWLRQ IRU DQ\ DSSOLFDWLRQ $SSHQGL[ $ SURYL
PHWKRGVY WR  W\SLFDO SURMHFWYV

x &KDSWHU OLVWV WKH WRSLFV DQG GDWD BOIFEGC/RRIXQE EH |
VRPH VXJIJHVWLRQWXR® KKLFK PLIKW EH GLVFXVVHG XQGHU HI
XVH WKLY DV D FKHFNOLUW GRY IV FUL BL QD WKL XODU SURMF

x &KDSWHU OLVWYV WKH WRSLFV DQG GDWI WEKDPWVVYKRXOG EH |

X &KDSWHU VKRZV WKHR U HTOOQ IUMHRHIQDMMKKH UFHD@BHD QG VXJJHV WYV
IRU VSHFLI\LQJ WKH XVH RI ,3093 LQ FRQWUDFWYV

,(QWURGXFWLRQ WR ,3093



x &KDSWHU UHYLHZV D YOWUHWXRV MRRPPR QRHHG WR BHOFRQVLGHUH

X

SURJUDP $ NH\ LVVXH JRYHUQLQURWKRD ®IMVWHP QY RVKHUD W
FRPSHWLQJ QHHGV IRU UHDVRQDEOH D RBX K D®KHUQ BXW KD MRXED EW |
EDODQFH EHWZHHQ WKH DFFXUDF\ DQG FRVW Rl UHSRUWLQJ &KDS
IDFWRUV LQYROYHGSRHWRLY W SDE&MRGHY DQ RYHUYDL®E RI VRPH X
VWDWLVWLFDO PHWKRGYV EXW WKLV RYHUYLHZ LV QRW D GHILQLW
WR VHHN DSSURSULDWH VWD WOLY\8URDO DGHE DIWD KGROLSP DRAL TDQW L R Q
VDPSORWXQFHUWDLQW\ HYDOXDWLRQ WHFKQLTXHV WKH\ PD\ XVH
GHVLJQ LVVXHV VXUURX® G ISURPUBVHW LWWKRRUK LW LV QRW D GHILQ
PHWHULQJ

&KDSWHU FRQWDLQV WKH G HKMIPEW QRW K LR/l GIRIF XWPHQW 7KH WHUP
LWDOLFL]JHG WKURXJKRXW WKH GRFXPHQW WR LQGLFDWH WKDW Wi
&KDSWHU

&KDSWHU OLVWV XVHIXO UHDGLQJY UHIHUHQFHVY DQG RWKHU V

7KRXJK WKH DSSOBBDWLR@LRXH3WR HDFK SURMHFW FHUWDLQ W\SHV
VLPLODU PHWKR&\3 Q. DQWE HIPSOHP 6 SHDAWAIRWPK URXJKRLQW RXW
VRPH RI WKH NH\ ZD\V WKLV GRFXPHQW PD\ EH XVHG E\ WKH IROORZL

X

X X X X X X

xX X X

X

(QHUJ\ SHUIRUP DFWRIUNVRDOWG W KHLU EXLOGLQJ FXVWRPHUV

(QHUJ\ SHUIRUPDQFH FRQWUDFWRUV DQG WKHLU LQGXVWULDO SUF
(QHUJ\ XVHUV GRLQJ WKHLU RZQ UHWURIDWMIDYG ZDQWLQJ WR DF
)DFLOLW\ PDQDJHUV SURSHUO\ DFFRXQWLQJ IRU HQHUJ\ EXGJHW Y
1HZ EXIQIGGHVLIQHUYV

1HZ EXLOGLQJ GHYV LUBFHRIMNINRMAKROY W D L @D EALIKOHLMY GHVLJQ

(ILVWLQJ EXLOGLQJ PDEPRHQRWIKHMIIOILURQPQHWDO TXDOLW\ RI V
RSHUDWLRQV

S8WLOLW\ GHPDQBPH@®W PORIDUDP GHVLIQHUYVY DQG PDQDJHUYV
:DWHU HIILFLHQF\ SURMHFW GHYHORSHUYV

(PLVVLRQ UHGXFWLRQ WUDGLQJ SURJUDP GHVLJQHUYV
(QHUJ\ XVHUYV VHHNLQJ ,62 FHUWLILFDWLRQ

JLQDQFLDO EDFNHUV DQG SXUFKDVHUV RI HPLVVLRQ FUHGLWY IURP I
ILQG WKH NH\ ZzD\V WR XVH WKLV GRFXPHQW XQGHU WKHVH VDPH KHI

7KLY &¢KDSWHU XVHV WHUPV H[SODLQHG LQ VXEVHTXHQW &KDSWHUV
LQ &KDSWHU IRU LWDOLFL]HG ZRUGV

, QWURGXFWLRQ WR ,3093



&+$37(5 '(),1,721 $1' 385326(6 2)0 9

SOHDVXUHRHRQWHDLILEFDWLRQ@KH SURFHVV RI XVLQJ PHDVXUHPHQ
GHWHUPLQWDY NFXBIOXNMEKLQ DQ LQGLYLGXDO IDFLOLW\ E\ DQ HQ
SURJUEIPY LEDWQQRW EH GLUHFWO\ PHDVXUHG VLQFHQHKHN UHSUF
XVH WHW®YLQUW GHWHUPLQHG E\ FRPSDULQJ PHDVXUHG XVH EF
LPSOHPHQWDWLRQ RI' D SURMHFW PORUQEIKD®SISHR SILQ B R Q GLEWLRN

0 9 DFWLYLWLHV FRQVLVW RI VRPH RU DOO RI WKH IROORZLQJ
PHWHU LQV WO ORUDWERRDEQWHQDQFH

GDWD JDWKHULQJ DQG VFUHHQLQJ

GHYHORSPHQW RI D FRPSXWDWLRQ PHWKRG DQG DFFHSWDEOF
FRPSXWDWLRQV ZLWK PHDVXUHG GDWD DQG

UHSRUWLQJ TXDOLW\ DVVXUDQFHRIDWQHS RIKWYG SDUW\ YHULILF

"KHQ WKHUH LV OLWWOH GRXEW DERXW WKH RXWFRPH RI D SURN
SDUWSSOWQPHWKRGV WRVPYQROYMRMW EH QHFHVVDU\ +RZHYHU
ZLVH WR LYYLW.LD OO\ D QW8 KIDHEGNMMBIGON G HTXLSPHQW LV DEOH W|
H[SHFWHG VDYLQJV 9HULILFDWLR @ RYL\@WW |SIRW H R SW.BEDMY R CIFK
YHULILFDRAEFRQLQYROYH LGPRPPAWVRRQLQJ RIMIPMBERED®W SHUIRL
WHVWQGJRUWADHDIF HHI6HFWLRQ 30 €3IDGRKH WHRM) F O/X BRIW K

RSHUDWLRQD® B ULQLB P ARWRMWIEDVRE® VLWH HQHUJ\ PHDVXUHPFH
EHIRUH DQG DIWHU LPSOHPHQWDWLRQ RI D SURMHFW DQG DGM)

09 LV QRWIMRROOHFWLRQ Rl WDVNV FRQGXFWHG WR KHOS D SU
3URSHUO\ LQWHJUDWHG HDFK 0 9 WDVN VHUYHV WR HQKDQFH L
PDLQWHQDQFH RI VDYLQJV $VIVERW® QYLLQV ) HMVEMRIW R B9 RRUMWI H F \
H FROOHFWLQJ GDWD WR ERWK LGHQWLI\ (&BRFPQE VHR@BBO LV K
RSHUDWLRQDO YHULILF D VDIQRIQ LR)IVINOD/OADLAA HRAR QSLOWR UL QJ VAV WHF
PDLQWDLQ VDYLQJV SHIHQWWINEOFH SURAUHAWWDQG HWRM\IDHRO L VK |
DQG UHVSRQVLIEQVR @Y HBXSDQWBSHWRMHFW SODQQLQJ ZLOO VXSSF
HIIRUW 7@HYHDDIH FRPSOHPHQWDU\ VFRISE DWHGE FRQWURO 0 9

X X X X X
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RUGV LQ LWDOLFVY KDYH WKH VSHFLDO PHDQLQJVY GHILQHG LQ &KDSWHU

. '"HLQLWLRQ DQG 8XUSRVHYV RI




3XUSRVHV 21 0 9

0 9 WHFKQLTXHWHBQEEHDKLOLW\QRHAPIMUNMLRQF\ SURMHFW LQYHVWRUV
IROORZLQJ SXUSRVHYV

D , QF UHONWID YL QJV

$FFXUDWH GHW HUPH WD WILGRIYHRY IDFLOLW\ RZQHUV DQG PDQDJHUV YD
IHHGEDFN RIQ KKINLIFRQVHUY DW LRQ WHRLVXIBHGEDFN KHOSV WKHP DG N
(&0 GHVLJQ RU RSHUDWVBQVOWRRKLASHRMIHHDWH U/ B W URYW W BMQPH R |
DQG ORZHU Y DADLYDLQIDRAQW H\@ D O DQG +DEHUO HW DO

E 'RFXPHQW ILQDQFLDO WUDQVDFWLRQV

JRU VRPH SURMHFWV WKH HQHUJ\ HIILFLHQF\ VEDV®I/ IDQB QFKIB EDV
SD\PHQWYV DQG RU D JXDUDQWHH LQ D GHILIRH® D@FH LAFSDW B B BW HES Z
300FPQ EH WKH EDVLV |IRURWPEXQFFHQOMWQE QJIWSHRQVSDUHQW PDQQHU DQC
LQGHSHQGHQW YHULILFDWLRQ

F (QKDQFH ILQDQFLQJ IRU HIILFLHQF\ SURMHFWYV

$ JRROGY9 30RQFUHDVHY WKH WUDQVSDUHQF\ DQG FUHGLELOLW)\ RI UH
HIILFLHQF\ LQ YW \DIDORHRQMM UHDVHY WKH FUHGLELOLW\ Rl SURMHFWLR
HIILFLHQF\ LQYHVWPHQWY 7KLV FUHGLEW®DW\ EQQHVQFRIHD BB GV K 8RR
KDYHHIQM HWINLFLHQF\ SURMHFWV HQKDQFLQIQWKBLU FKDQFHV RI EHLC

G ,PSURYH HQJLQHHULQJ GHVLJQ DQG IDFLOLW\ RSHUDWLRQV DQG

7KH SUHSDUDWLRQ BOBQ@RRGUDIJHY FRPSUHKHQVLYH SURMHFW GHVL.
0 9 FRVWY LQ WKH SURMHFW 19DHOAVMRQRROBY PRBROBIHUVXGEHVFRYHU DQC
PDLQWHQDQFH DQG RSHUDWLQJ SUREOHPV VR WKHWOFDQ UXQ IDFLOL
DOVR SURYLGHV IHHGEDFN IRU IXWXUH SURMHFW GHVLJQV

H ODQBIRHUEXGIHWYV

(YHQ ZKHHLQUWH QRW O0ODOYEHHKQLTXHY KHOS PDQDJHUVY HYDOXDWH L
HQHUMDJH WR DFFRXQW IRU YDWL® YYHHFKQURR HAX O UHWWHG WR DGMX
FKDQJLQJ RBHWLDWLIQJ FRQGLWLRQV LQ RUGHU WR VHW SURSHU EXGJ
YDULDQFHYV

I (QKDQFH WKH YDOXHHBXH®PILWRWWLRYQHGLWYV

$FFRXQWIRU HPLVVLRQ UHGXFWLRQV SURYLGHYV DGGLWLRQDO YDOXF
0 9 30DRU GHWHUP L Q/DYL €@$IWRKY MW V ILRHEBX FMHLSRRIBRP SDUHG WR
UHSRUWV0Z2 \8 R DYR

J O6XSSRUW HYDOXDWLRQ RI UHDIPRIQDO HIILFLHQF\ SURJU

8WLOW\ RU JRYHUQPHQW SURJUDPV IRQHRYDIQIIQQ YV \WWH PX ¥ D IH XR/IHD Q
0 9 WHFKQLTXHY WR HYDOXDWH RKHXWHYIL QL D WWMHOH BWHGI VWD WL
WHFKQLTXHV DQG R WK HVYDY\\GHNEAUARLQMB G RN HHWM. WWW VHOHFWHG
LQGLYLGXDO IDFLOLWLHYVY FDQ KHOS SUHGLFW VDYLQJVY DW XQPHDVX
SHUIRUPDQFH RI WKH HQWLUH SURJUDP

K ,QFUHDVH SXEOLF XQGHUVWDQGLQJ RI HQHUJ\ PDQDJHPHQW DV I

%\ LPSURYLQJ WKHQHUWHG LFHD@DL Z\WHPRHIQBWI S DFMHPWMY SXEOLF DFFHSWLEL
RI WKH UHODWHG HPLVVLRQ UHGXFWLRQ 6XFK SXEOLF DFFHSWDQFH
HIILFLHQF\ SURMHFWV RU WKH HPLVVLRQ FUMDYWQIRARKGI\ PD\ FUHDWF
SUDFWLRKWVYIJW®&H SXEOLF EHQHIHQWBDRYVPUEREBEN JRREBEK DV LPSURY
FRPPXQLW\ KHDOWK UHGXFHG HQYLURQPHQWDO GHJUDGDWLRQ DQC

'"HILQLWLRQ DQ@G93XUSRVHV RI



7KH IXQGDPHQWDO SUQLQFESIMAWLRHIRRHGGHVFULEHG EHORZ LQ |

$FFXUDWHUHSRUWY VKRXOG EH MV ERFGIHIW ELD® WARNORYZ VKR X O G
QRUPDOO\ EH VPDOO UHODWLYH WRYW & BVRR QHWDIBDY\DHOGK H R 1 W |
H[SHQGLWXUHV VRRRYGVDOMRNEHLWK WKH 1LQDR BLO@GHHBE O WH.IW
RI D SURMHFW{V SHUIRUPDQFH $FFXUDF\ WUDGHRIIV VKRXOG ElI
FRQVHUYDWLYHQHVV LQ DQ\ HYWLPDWHY DQG MXGJHPHQWYV

&RPSOHWH UHSRUWQHQWDRILYER XOBLFRHQY DOO HIIHFWY RI D SURM]I
DFWLYLWLHVY VKRXOG XVH PHDVXUHPHQWY WR TXDQWLI\ WKH VL
RWKHUYV

&RQVHUY DRMHUHH MXGJIJHPHQWY DUH PDGH DERXWSX®FHGWODHQ TXD
VKRXOG EH GHYVLJQWHEHRBRWLMGE M U

&GRQVLVWKHQWHSRUWLQJ RQ BURIVRMMEYWIQHVY VKRXOG EH FRQVLV
X GLIITHUHQWHWMSHINLEILHQF\ SURMHFWYV

X GLIIHHREgWDQDJIJHPHQW SURIHVVLRQDOV IRU DQ\ RQH SURMHF\
x GLITIHUHQW SHULRGV RI WIHFWIRDQWKH VDPH SUR

X HQHWINLFLHQF\ SURMHOWWIDSSIOQBEBRMHFWYV

H&RQVLVWHQWY GREMQRW POINQ/LQFH LW LV UHFRJQL]HG WKDW
LQYROYHV MXGJHPHQWYV ZKLFK PD\ QRW EH PRGHQWHIQMQLF NE D\
DUHDV Rl MXGJHPHQW ,3093 KHOSV WR DYRLG LQFRQVLVWHQFL}
LPSRUWDQW GLPHQVLRQV

SHOHYDKHWG HWHUP VODXWR RRXROIG PHDVXUH WKH SHUIRUPDQFH SD
FRQFHUQ RU OHDVW ZHOGNQRZAQ LXK IFO RWKHUHGLFWDEOH SD|
HVWLPDWHG

7UDQV SDICIEIVW FWLYLWLHYV VKRXOG EH FOHDUO\ DQG IXOO\ GLVF
LQFOXGH SUHVHQWDWLRQ RI DOO Rl WKH HOHPHQWY GHILQHG L
09 3D@QGVDYLQYBHBRUW UHVSHFWLYHO\

7KH EDODQFH RI WKLV GRFXPHQW SUHVHQWY D IOH[LEOH IUDPH?
2SWLRQV IRUODF BURFIHYNHY ZKLFK IROORZ WKHVH IXQGDPHQWD (
IUDPHZRUN LV VLOHQWDRU VS HR DN EVOSSIIL B BW L R OV BARKKGH E H
XVHG IRU JXLGDQFH

"RUGV LQ LWDOLFV KDYH WKH VSHFLDO PHDQLQJY GHILQHG LQ &KDSWHU

SULQFLBEOHV RI



 QWURGXFWLRQ

(QHUJ\ ZDWHU RDYAHFIQERW EH GLUHFWOV P Y DYHEWEY QW MK H
DEWQFH RI HQHUJ\ ZDWHU XVH RIYG 8 BW QaGH WOVWWHQIEG E\ FRPSDULQJ
PHDVXUHG XVH RU GHPDQG EHIRUH DQG DIWHU LPSOHPHQWDWLRQ RI
DGMXVWRHQPKWQJIHYV LQ FRQGLWLRQV

JLIXUH ([DPSOH (QHUJ\ SEMXVAHG
+LVWR U\ _— _ (anon
- ~
T - ~
,QUHDVHG // N\
°>O %DVHOLQH 3URGXFWV<Q N
5#8+0)514
5 7 #81+&'& '0'4); 75"
> v
I
o

5HSRUWLQJ
OHDVXUHG (QHUJ

RG

(&0
,QVWDOODWLRQ

%DVHOLQH 5HSRUWLQJ
3HULRG 3HULCRG

7LPH

$V DQ H[DPSOH RHWHURLYDWLRQ SYRREAVW KHMXV/D®HUYIKLVWRU\ RI

DQ LQGXVWULDO ERLOHU EHIRUH Q8 GJD IR KMUKHD I(E& 8 QVWRLHRIYV R U B Q
UHFRYHU KHDW IURP LWV IOXH JE\OHD VD OE R YW RQK s OWDL.@W BURG XF'
LQFUHDVHG

7R SURSHUO\ GRF XPHQ W(&0KHMWP SQFHW JR IHMKIFW PXVW EH VHSDUDWH C
HQHUJ\ HITHFW RI WKH L QF UHIDWHHGD SO GOHF %D W/ HA¢E0 EH IR U H
LQVWDOODWLRQ ZDV VWXGLHG WR GHWHUPLQH WKH UHODWLRQVKLS
JROORZ&EMUQVWDOOBWVYRQUH@WHEIWLRQVKLS ZDV XVHG WR HVWLPDWH KR
WKH SZRX@OW KDYHDRKHRR QWK LI \MKQHQ®RD KFEDGO B H B GWIK N B WIGO L Q H
HQHUJW7RMYLRDYIRLGHG HQHW WKW KE LI1HUH Q FIHG KK\ WHISQ LV KIH
HOQHWXQG WKH HQHUJ\ WKDW ZDV D F WX IBQRQWAHW HHUGE FBX UL QJ WK H

'LWKRXW WKH DGMXVWPHQW IRU WKH FKDQJH EQVHERGEHFWLRQ WKH
DQBHSRUWLMIQHHWULREBXOG KDYH EHHQ PMBER OREZGAU WKHGHIUHFW RI W
UHFRYHU\

W LFHYNDU\ WR VHHQHIBIWHFWNHRY LRURIUDP IURP WKH HITHFWV RI R
VLPXOWDQHRXV FKDQ HM XMHOW VOVWMHKPH 7KH FRPSDULVRQ RI EHIRL
HQHUJ\ XVH RU GHPDQG VKRXOG EH PDGH RQ D BRX(XH\WQHWWDHORW EDVLYV
(TXDWLRQ

RUGV LQ LWDOLFV KDYH WKH VSHFLDO PHDQLQJVY GHILQHG LQ &KDSWH

;3093 JUDPHZRUN|DQG 2SWLRQV



6DYLQIJW DVHOHQHRGR&V'HPDQIBSRUBHQURGREVVHPDQG
“$GMXVWPHQWYV

7KH $GMXVWPHQWY WHUP LQ WKLV VMWD QVKAXOWALRQ GW XI/®
EDVHOIQWMH SRILQJ SKQIGRH D FRPPRQ VHW RI FRQGLWHR®V 7KLV |
GLVWLQJIXLVKBY LSQBRBRHUNV IURP D VLPSOHRARKSDUH VR RRU H RQ\
LPSOHPHQWDMQRQIR FRFQWH.RQ RBDV»%WURSOH FRPSDULVRQV RI XV
ZLWKRXW VXFK DGMXVWPHQWY UHSRUW RQO\ FRVW FKDQJHV DQ
SURMHFW 7R SURBMU@DGNSRUWFPHQWYV RIXWWH BERXQWARHY LQ F
EHWZHHEDWHK®IQM@BHSRUWLQJ SHULRGYV

7KH EDVHOQHHVIID RUSUR/MHFW LV XVXDOO\ WKBHBFERUWURDKFH RI
SULRU WR PRGLILFDWLRQ 7KLV EDVHOLQH SK\VWLFRDQVHNLNUWH/ L
LPSOHPHQWHG ,Q QHXWEKR@EDVUOREWHRIYY XVXDOO\ K\SRWKHWLFD
FRGH UHJXODWLRQ FRPPRQ SUDFWLFH RU GQRFXKOHWQ WM KSHHW IR |
FDVH WKH EDVHOLQH PRGHO PXVW EKDFRISNVEIOH RIHIUHAFWPREG BW/ U
DQG FRQGLWLRQV VR 3SiDGMXVWPHQWYV" FDQ EH PDGH

7KH EDODQFH RI WKLV &KDSWHU GHILQHY EDVLF PHWKRGV LQ WI
SURFHVVHV | WKHVH PHWKRGV GR QRW FRYHU DOO PDWWHUV W
SBULQFLIOHW.RDSWHU IRU IXUWKHU JXLGDQFH

(QHUJ\ :DWHU DQG 'HPDQG 7THUPLQRORIJ\

7KH SURFHVVHV RIVONWOQMAHIQHLILIA DUH DQDORJRXV WRDNKRVW IR
LQ ZzDWHU RU GHPDQG 7RSWLR®QLLQWKKLE HVRRXP HQW HWXKA QA WD
FRPPRQO\ EH XVHGEQWRIPBMG ZDWHU XVH RU GHPPD@HUJALPLODUO
&RQVHUYDWLR@GQOHDVXOH RPPRQO\ EH XVHG W R PPHWDRY A HDI VIXRULHH\C
RU FRQVHUYH HQHUJ\ RU ZDWHU RU PDQDJH GHPDQG

7TKH9 '"HVLIJQ DQG 5HSRUWLQJ BURFHVYV

7KW 9 GHVLIJQ DQG UHSRUWLQJ $¥REHVVIRDDOOG @A ROV HPKIHQWD WL
7KW 9 SURFHYXKRYXOG LQYROYH WKH IROORZLQJ VWHSYV

&RQVLGHU WKH QHHGV RI WKH XN\NHSR RWWKH,ISYBERQHGE U LV IRF
RYHUD CFRR @ WYW O) DDKIRMW\ PHWKRGV PD\ EH PRVW VXLWHG |l X
SDUWLRXQODYHW,VRIQ@WVIHREKQLTXHY PD\ EH PRVW VXLWHG VHH

'KLOH GHYHORSL®QJ WHOHRW WKH ,3093 2SWLRQ VWHKIBKWSW H L
VXLWHKRH (80 WKH QHHGV IRU DFFXUDF\ DQG WKRHKHEW&EHWW IRU 0
DGMXVWPHIOQMEXDQWLWLHY ZLO @ HESRRNALFRBUKRAKRQV RU W
RWKHU VHW Rl FRQGLWLRQV V HE X&JOMRELVRERTHY H G HE IDEIE3H WKKH
UHSRUWLQ&KMHSMRG 7KHVH IXQGDPHQWDO GHFLVLRQV PD\
RI CHQHWHUIRUPDQFH FRQWUDFW

*DWKHU UHQHWINBVRSHUDWLQJ EDWDSHORPRGVMKHFRUG WKHP LQ
ZD\ WKDW FDQ EH DFFHVVHG LQ WKH IXWXUH

SUHSDUHO9DIP DHKD SWHU FRQWDLQLQJ WKH UHVXOWY RI VWH
VKRXOG GHILQH WKH VXEVHTXHQW VWHSV WKURXJK

$V SDUW RI(WKEHYQD®DQG LQVWDOODWLRQ DOVR GHVLJQ LC
FRPPLVVLRQ DQ\ VSHFLDO PHDVXUHPHQW HTXLSPOPW WKDW L

,3093 )UDPHZRUN DQG 2SWLRQV



$SIWHUAOKIY LQVWRURHIE LW KDV WIHU BRRUVHIRIQUNDS MRV E\

FRQGXRBHYDWLRQDO YHULILFDWQR QMW [RDAWDRDGEOMGH TXLSPHQ
UHYLRSGUDWLQJ SR DHHGMBBHER QIRUP WR WKH GHMLIKLWOWHQW RI
UHTXLUHPHQW PDE\EHRX FIRPPOIVG LRQRBB SDUW Rl WKH SURMHFW

*DWKHQUHWIAQ G RSHUDWLQJ GIBSWUWIRPDW KHIR Q HOGY9 LI /& H
&ERPSXWDH LOGWHWIG PRQHWDU\ XQLWYV LQ ®OBFRODBDQFH ZLWK WKH
SHSRADN LQQVD FFR UG D/ADHOHHO ZZODRDHH & KDSWHU

,QWHUDFWW ([DPS

JRU DQ (&0 ZKLFK UHGXFHV WKH SRZHU UHTXLUHPHQWY RI HOHFW UL
PHDVXUHPHQW\BERRXIED UQFOXGH WKH SRZHU WR WKH OLJKWV +RZH
OLJKWLQJ HQHUJ\ PD\ DOVR ORZHU DQ\ PHFKDQLFDO| FRROLQJ UHTX
DQ\ KHDUMITXLUHPHQWYV 6XFK KHIOQMIUQY DORZ V¥ FORVOAQIEXWDEOH WR
OLJKWV FDQQRW XVXDOO\ EH HDYWGI\U P H D\ZXH FHE IR V D U H

KDYH WR EH HVWLPDWHG UDWKHU WKDO LOFO

6WHSV WKURXJK DUH UHSHDWBGLHGRRIG\L ENOXH HZGKKH® D

$ WKLUG SDUW\ PD\OYH B OID@&KHDWHWKHR ,3093 DQG SRVVLEO\ D SHUIR
FROQWUDFW 7KLV WKLUG SDDWN@EEB/SSROWR FRBBIO\WKIBMO WKH DSSURY
3O0DQHH &KDSWHU

2SHUDWLRQDO 9HULILFDWLRQ

2SHUDWLRQDO 9HULILFDWLRQ VKRXOG EH SHUIRUPHG DV SDUW RI DQ
ORERVW LQLWLDO VWHS IRU UHD O LYDGJ SADHAHGM % R WIHQQW LYDHOU D QG DA
DFWLYLWLHY $ UDQJH RI RSHUDWLRQDO YHULILFDWER® PHWKRGV F
6HOHFWLRQ RI D JLYHQ DSSURDFK GHSHQDBV @RWRGH Y& VLRAK BDQ FW
DOVR EH LQIOXHQFH®HULWMKHD WDRQQDSSURDFK WDNHQ )RU H[DPSOH
XVHG WR YHULI\ VDYLQJV WKHQ D PRUH VLPSOH YLVXDO LQVSHFWLR(
YHULILFDWLRQ +RZHYHU LI 2B WIRRUH $WIKIRIHBRIW HRQ DMK W@ ULILFDWLR
DSSURDRIOGKRH XV HGNVWRWEaMKXQFWLRQDOLW\ LV FRQILUPHG DQG FKE
FRPSOHWH

2SHUDWLRQ D ODFR\VULLY L WD WV FDQ W B B RKB B GFLIRAKHGH KHQVLYH FRPPLVVLR
DIIHFWHG V\VWHPV VXSSOHRHQWHQ BF WEMBWIRBMW@GLDJ DQG UHYLHZ
7KH 0 9 30DQ VKRXRSHYRWH RHHD SSEURDFOWQRBGLWLRQ WR WKH VI
YHULILFDWLRSHRIDWHR® D OVKIRXIOGFEPMWERBPSOHWHG SULRU WR LPSOHF
VDYLQJV YHULILFDWLRQ D FWLYY. MQLHN&URKA Y HUDN XERQWHKIR O

DQG RSHUDWLRQ LPSURYHPHQWY DUH IXOO\ UHDOL]HG

;3093 JUDPHZRUN|DQG 2SWLRQV



2SHUDWLRQDO 9H
$SSURDFK

ULILFDVMBLRDO (&0 $SSOLFDO

WLRQ $FWLYLWLHV

7TDEOH
2SHUDWL
9HULILFDO
$SSURDF

RQDO
WL RRGVXDO ,QVSHF
KHV

(&0 ZLOO SHUIRUP DV DQ
NgH@SHUO\LQVWDOOHQMC

%0 SHUIRUPDQFH LV Q
(IDPSOHV ZDOO LQVXOD)

5 LRU HVWE MVH P(DV X UHP H
RW SRVVLEOH
VLRQ ZLQGRZV

WIIFH B DWISGY AKHQ WKH SK

\VLFDO

6DPSOH 6SRW OHDYV

$FKLHYHG (&0 SHUIRUPDQ
IURP SXEOLVKHG GDWD E
XLUHAHMOWD WLRQ GHWDLO
(IDPSOHV IL[WXUHV ODP
SXPSV

DXV ROWUDPHWHUV IRU D

5V EDOODVWYV 1IDQV

P FYXQUWDVWAQJIOH RU PX(

WR B FRH KRR QHHW( &R DGV

WLSOH
UHSUH\
VDOODW

6KRUWUBHUIRUPD(
7HVWLQJ

(&0 SHUIRUPDQFH PD\ YD
RQ DFWXDO ORDG FRQW
LOIWRSHUDELOLW\ RI FRP
DEFOPSOHV 'D\OLJKWLQJ V,
OLJKWLQJ GLPPLQJ FRQW
'"HPDQERQWURO YHQWLOD

SRMHI@MN¥YROYH FRQGXFWL
URRYOWU 2@ VIDQOO UDQJH R

WR FKDUDFWHUL]H WKH
RSHUDWLRQ

UYIB\WVB HRG UROFWLRQDOLY
URPDUVERQIE NRHAXWE@ HSUDU D P H

HQR FFD\E W FERHP S\SRQHQ W R S

WRROQOHFWLRQ RYHU VXIIL

V\ DQG

WHUV

DJ WHV\
HUDWL
U SHUIF
FLHQW
X00 UL

'DWD 7UHQG ERRD Q)
/RJLF 5HYLHZ

(&0 SHUIRUPDQFH PD\ YD

VI\VWHP LV EHLQJ PRQ
FRQWUROOHG WKURXJK V

PRQLWRUHG WKURXJK LQ

UB ieW SHEQW URIDRGY DQG UH

LOIRVWU GRQI IHZ GD\V WR
VIGHH S3$Q@ R F RQ BAHK B SWHRU
GHBHFHW XGUHH) W KPHH WKHOLWDV U D Q

YLHZ G|

DFWXDO ORDG PGB8 FHR@WQRUORO&BRRJILF OHDVXUHPHQW

D IHZ :
LRG QH
UH RI S|

2SHUDWLRQDODFMUMMLWDWYRF®Q DOVR EBHSRUWGBH@AWRBOORZUWI W
HOQHUJ\ VDYLQWFBKULOH\RWHIRUPDOO\ D SDUWXKFK®KBFWEFHJRFHYV
EHQHILFLDAQDORU]DWLRWY ZKLFK KDV LPSURYHW UW & XHRBINRN/\KHI 11 L F L
DGYHUVH VKLIWV IDVSRUPELRUYWEDBYFHMKRW FDQ IDLO IDGH RU EH E\.

6DYLQJYV 9HULILFDWLRQ

7KH IROORZLQJ VHFWLRQV DGG GHWDLORWERXKXKMKRZ WR GHWHU

OHDVXUHPHQW %RXQGDU\

6DYL®PIM EH GHWHUPLQHGDIRUWDW\IHFEWLURU D SRUWLRQ RI LW G
SXUSRVHV RI WKH UHSRUWLQJ

, ] WKH SXUSRVH RI UHSRUWLQJ LV WR KHOS PDQUBDNMNMXIO\ WKH
SURJUDPPHDD XUHPHQW\WHRAHEOEDBEH GUDZQ DURXQG WKDW HTXLS
VLIQLIHRBQMATXLUHPHQWY RI WKH HTXLSPHQW ZLWKLQ WKH E
7KLY DSSURDFK LV XVHG LQ WKHRIHMOAKDRSIWWUVRODWLRQ 2SWLF

, ] WKH SXUSRVH RI UHSRUWLQUDIF\ @M/ SHO SRRFPOQDQFHH WMRKHD © H V
PHDVXULQJ WKHQHKBROWRHDWERIDMOEH XVHG WR DVVHVV SHUIR
VDYLQOKPIHDVXUHPHQW LERWEGDWDVH HQFRPSIDVFWVYHMWIKH ZKRC
KROH )DFLOLW\WLYSGHWRRUKREHG LQ &KDSWHU

,JEDVHRUWHBS RUWLQ@DSWHUDRE XQUHOLD BOHHRAID WODDNIRIPOD EOH
FDOLEUDWHG VLPXODWLRQ SURJUDP FDQ WDNH WKH SODFH RI
WKBFLOMKMHDVXUHPHQWHAIRXE8D3WDZQ DFFRUGLQJO\ 7KH &DC
6LPXODWLRQLYSGH\RALOL BRKGSWHU

X

"HWHUPLQ BWHRFRDREH E\ GLUHFW PHDVXUHPHQW Rl HQHUJ\ ISBR[RMWVE\ GLUHF\
HQHWUXMH WKDW JLYH GLWHOHAXMOIGLFDWLRQ RI

,3093 )UDPHZRUN DQG 2SWLRQV



6RPH Rl WKH HQHUJ\ UHTXLUHPHQWY RI WKH V\VWHPVY RU HTXLSPHQV
RXWVLGH DPHIDPWIHDHQW ERX 6 G DVK\HHIHMVKI B BW V (D WK H

VKRXOG EH FRQVLGHUHG 7KRVH HQHUJ\ HIITHFWV WKDW DUH VLJQLIL
PHDVXUHPHQWY WKH UHVW EHLQJ HVWLPDWHG RU LIJQRUHG

$Q\ HQHUJ\ HITHFWV RFF XU UL QHDNYRUHP MEKWM DEURXNE BRIHIDD W LY H
HITHEFWLQG D ZD\ WR HVWLPDWH WIKHWHDUBA\WLXBR MRS HMMWR HG H W H U P L (

VDYLQYOWHUQDWLYHO\ WKH\ PD\ EM RIDRLQIEOX'G R GL\DAX WIKIFRQ R
HIIHFW DQG LVQLWXSHO\ PDJ

OHDVXUHPHQW 3HULRG 6HOHFWLRQ

&DUH VKRXOG EH WDNHQ LQ VHOHFWLQJ WKDBYVSBHQORBOE WKRH WR EH
UHSRUWLOQSWHDWRGLHYV GRY FHOAKHOUWHEHORZ

%DVHGHYHR G

TKEDVHGHQUWKE&®XOG EH HVWDEOLVKHG WR

X 5HSUHVHQW DOO RSHUDDNFLQIKMRARGHURRGB/ KKRXOG VSDQ D IXOO RS
IURP PD[LPXP\ KHUWR PLQLPXP

) KROEHXLOGLQJ HQHUJ\ XVH FDQ EH VLJQLILFDQWO\ DIIHFWHG E\
7\SLFDOO\ D ZKROH \HDU RI EDVHOLQH GDWX LY QHHGHG WR G
F\FOH

Xx 7KH HQHUJ\ XVH RI D FRPSUHVVHG DLU VA\VWHP PD\ RQO\ EH JRY
SURGXFWLRQ OHYHOV ZKLFK YDU\ RQ D ZPBIEB\|F\FOH 6R RQH
DOO WKDW LV QHHGHG WR GHILQH EDVHOLQH SHUIRUPDQFH

Xx )DLUO\ UHSUHVHQW DOO RSHUDWLQJ FRQGRWLRQP?P KIH) YRBEDIO R
\HDU PD\ EH FKRVHQ DSYHWKE EDDMWD LLAHPLVVLQJ GXULQJ WKH VHOH
RQH PRQWK FRPSDUDEOH GDWD IRU WKH VDPH PRQWK LQ D GLIIHL
HQVXUH WKH EDVHOLQH UHFRUG GRHV QRW XQGHU UHSUHVHQW RS
PRQWK

X ,QRGH RQO\ WLPH SHULRGV IRU ZKLFK DRYOHILQH G JDDE W D DLDHE O B R4
DERXW WKH IDFLOLW)\ ([SMHUQREREONEDEBVHMLQHPH WR LQFOXGH P X
RI RSHUDWLRQTXBOXNQRYOHGJHIRY POQLBQHDBWRUV WKURXJKRXW
EDVHOLQH SHULRG LQ RUGHU WR S WRXMULG HGBIG MWK VWEREBGWSIHW D Q G

WHU (BQVWDOODWLRQ

X &RLQFLGH ZLWK WKH SHULRG LPPHGLDWHO\ EHIRUH FRPPLWPHQW
IXUWKHU EDFN LQ WLPH ZRXOG QRW UHIOHFW WKH FRQGLWLRQV H
QRW SURGURBMHWHORQHHDVXULQJ WKH H&ODHFW RI MXVW WKH

(&0 SODQQLQJ PD\ UHTXLUH VWXG\ RI D ORQJHUBDVAHHSBEIRIGRG WKD Q
JRQJHU VWXG\ SHULRGV DVVLVW W KIMF SOHWBIR H B 0LQF K QIEHG \G\WM VGG PQ O
ZKDW WKHFOQR@HADROWK DFWXDOO\ LV

TKHYYQWHUDFWDYH WRRHWLPHY FDOOHG pOHDNDJHV 1

,3093 JUDPHZRUN/DQG 2SWLRQV



S5SHSRUWHQLRG

7KH XVHUWVWOYWRBSRUWY VKRXWEK IS IOWR UVBWKQRIUWKIQ FISHHULR G
UHSRUWLQXBMOGRIBQFRPSDVYV DW OHDVRAA REBHHWXRHJADRLE & HQDWR
IDFLOUQVRUGHU WR |1 X0 OV FFXD&IDHRPVAILYHIQO AWKHLQ DQO FRRAHWD O R S

6RPH SURMHFWYV PD\ PHDWLHY) DHIS R DWAKILQHG WHVW SHULRG UD
LQVWDQWDQHRXY UHDGLQJ WR D \HDU RU WZR

7KH OHQJWHHBIRDOWML YKBNOGRBH GHWHUPLQHG ZLWK GRHWRBVLC
(&0 DQG WKH OLNHOLKRRG Rl GHJUD GIDWLRIVRU RWUPH.QDOO\ DFK

5HIDUGOHVV RI WKH OHQIWK RHWHH. QH PRVUWHQIHIWUILRGODFH \
IHHGEDFN RI RSHBDWRXWERDWHPHQW SXUSRVHVWBHWWEMFLILFDO
VXEVHTXHQW DGYHUVH FKDQJHV LQH$SOQDR QR DWIkKHY ®MF WULIRQWH U

, ] UHGXFLQJ WKH IUHTXHQF\ RI VDYLQJY PHDVXUHPHQW DIWHU L
VLWH PRQLWRURKODOFBMHLY QWHHW EILHG WR HQVXUH VDYLQJV UHP

,3093DGKHWIDQWEDY RQO\ EH UHSRMSRHONIIRMW KDWH XREYV ,3093
DGKHUHQW SURFHGXGKNUHQWOYBYLQJY DUH XVHG DV D EDVLV IF
VDIYQIVXWWDHLOQBHB RUWY GR QRW DGKHUH WR ,3093

$GMDFHHDN XUHPHQW 3HULRGV 2Q 21l THVW

'KHQ QOFDQ EH WXUQHG RQEDYE GROMBHIISRIUGW L P BHUVROGHFWHG
WKDW DUH DGMDFHQW WR HDFK RWKHU LQ WLPH $ (RIODMKIBIWL.Q F
FDQ RIWHQ EH UHDGLO\ UHPRYHG DQG UHLQVWDWHG ZLWKRXW O

6XFK 32Q 2V LRYRRONBHDV XUHPHQW\&EZLWKHIIHFW DQG WKHQ LP|
WKHUHDIWH&ZWWHQHIGHR I R OWEKDWHSCSEREGLWLRQY UHWXUQ 7Kl
LQ HQHUJ\ XVH EHWZHHQ WKH WZR DGMDRBYWFHMDDNM{HE PEHH QVWK S t
(&0 (TXDWLRQ Rl &KDSWHU F D Q VEHY XK@ KRRX WREP G XO/GLIMIXIV W
WHUP HOBQRIOXHQFLQJ IDFWRUV DUH WKH VDPH LQ WKH WZR DC

7KLV WHFKQLTXH FDQ EH DSWRIH® X\ORCHWHRRAQ@ KOLEMS 2ISRVALIR Q V
+RZHYAHDVXUHPHQW EPRNWGPMLHRFDWHG VR WKDW LW LV SRVVLE
VLIQLILFDQW GLIIH HQMHRKRMEHQZKHW HUMKESPHQW RU VA\VWHPV DUH

7KH DGMDFHQW 3$RU MRIGH 2QMXER X\H/ WH ORQJ HQRXJK WR UHSUH\
RSHUDWLRQ 7KH SHULRGV VKRXOG DOVR FRYHU WKH UDQJH RI (
QRUPDO UDQJH WKH 2Q 21l WHVW PD\ QHHG WR JE HRUCHBH B WHKG DX
YDULRXV VHDVRQV RU SURGXFWLRQ UDWHYV

7DNH QRW(LEMHVIKKIFW FDQ EH WXUQHG 21l IRU VXFK WHVWLQJ DOV
PDOLFLRXVO\ WXUQHG 2Il ZKHQ LQWHQGHG WR EH 2Q

%DVLV )RU $GMXVWPHQWYV

7KH DGMXWWPHQWKR/RZQ LQ (TXDWLRQ Rl &KDSWHU VKRXOG
SK\WLFDO IDFWV DERXW WKH HQHUJ\ JRYHUQLQJ PKDVRXBWH QW
ERXQGDODUR W\SHV RI DGMXVWPHQWY DUH SRVVLEOH

X 5RXWLQH $GMXMWRBHEMWURYHUQLQJ IDFWRUV H[SHFWHG WR F
GXULQUMBKRHJWLQUYSHKWDRGZHDWKHU RU SURGXFWLRQ YROXPH
FDQ EH XVHG WR GHILQH WKH DGMX\X\WMRHDN PH \DKRARSRH DA+
FRQVWDQW YDOXH QR DGMXVWPHQW RU DV FRPSOHQ®NUD VH
HTXDWLRQV HDFHKREDWRRQPHIRU PRUH LQGH SIHDDEIBQW YDULL
PDWKHPDWLFDO WHFKMHG X\HR/ CKYMY EHVXKH DG MX\VOWP BQ QP HW
6HH $SSHQGL[ % IRU VRPH JXLGDQFH RQ DVVHVVLQJ WKH YDOI

DQG

,3093 )UDPHZRUN DQG 2SWLRQV



X IRGRXWLQH $GMXYVRUP WEWRVH RIQHWQLQJ IDFWRUV ZKLFK DUH QRW
H[SHFWHG WR FKD®#HI DFXPK\WVVMWH WKH GHVLJQ DQG RSHUDWLRC
HTXLSPHQW WKH QXPEHU RI ZHHNO\ SURGXFWLRQ VKLIWV RU WKF
IDFWRPXVW EH PRQLWRUHG IRU FKDQJH WKBRXJERNBWMKH UHBSBUW
GLVFXVVLROQRRXWQRR® DGMXVWPHQWYV

6WDWLF )DFWRUYV
[DPSOHVWOWLFQBRAGREYRXWLQH DGIMXY WRBIQIHWY LQ WKH

(

x DPRXQW RI VSDFH E HILQJ FRHDON MG RQH G

X W\SH RI SURGXFWV EHLQJ SURGXFHG RU QXPEHU RI| SURGXFWLR

X EXLOGLQJ HQYHORSH FKDUDFWHULVWLFV QHZ LQVKODWLRQ 2Zl

X DPRXQW W\SH RID KVGLQGEMKKH XVHUVY] HTXLSPHQW

x LQGRRU HQYLMRDPERWDOH J OLIJKW OHYHOV WHPYHUDWXUH Y
DQG

x RFFXSDQF\ W\SH RU VFKHGXOH

7TKHUHIRUH (TXDWLRQ FDQ BMOHPSWWHVVHG PRUH IX

6DYLQJIV % D V HOBHBR UGHWIR G (QH U J\
“ERXWLQH $GMXVWFRXQWW\D H $ GRIXVWPHQWY D

TKIDGMXVWPHORWLQ (TXDWLRQ D DUH XVHG WR H[SUHVV ERWK SLHI
GDWD XQGHUVWKWHRVIFFRRQDGLWLRQV 7KH PHFKDQLVP RI WKH DGMXVWP
ZKHWYXBIYWLQUWH WR EH UHSRUWHG RQ WKH EDNWHSRBWWER FHROLARIGNLRQ
QRUPDOL]JHG WR VRPH RWKHU IL[HG VHW RI FRQGLWLRQV DV GLVEXV

7KH IROORZLQJ JHQHUDO PHWKRGV FDQ EH DSSOLHG WR 2SWMWRHV $ 2%WILQR® & GH VF
" JHQHUDOO\ LQFOXGHY LMKH @ GWKHVWIFPEKOWW LR Q WKRXJK W KAH PAHWW RAWFIRAAS EW LR Q \
FKRVHQ
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JLIXUH 7ZR
7\SHV RI $YRLGHG (QH
6DYLQJV RU $YRLGHG &RVW
6DYL. 6WDWHG XQGHU FRQGLWLRQV RI |
SHSRUWLQJ BHHLRG
(QHUDQ G &KDSWHU

&ERWWD Y LQUIV

1RUPDOL]HG

6WDWHG XQGHU ILIHG RU pQRUPD
FRQGLWLRQV 6HH |&KDSWHU

5HSRUWBHQLRBVLWRRLGHG (QHUJ\ 8VH

'KHQ/DYLQUW UHSRUWHG XQGHU WIS EFRW GQ WERIQFRR® WRMR EH F
DYRLGHG HQRIUVAKMES RIUSHQERRELGHG HQ H M D\QXWLB IYH 9 Q VW K H
UHSRUW L QUH®HDWLRGH QHRXIMIDIR XOG KDYH EHHED ZLWKRXW WKH

'KHQ UHSRDWLRQGHMS R BWMUER® G L \VEDR GG HYHHRG WNHGYV WR EH
DGMXVWHGSRASMUER® GLWLRQV

JRU WKLV FRPPROWWBBARBWLQJ (TXDWLRQ D FDQ EH UHVWDWH

$YRLGHG (QH®RBDSNIDJIV
%DVHOLQHIERXIWNLQH $G WKBMSRHEMUER® GLWLRQV
rfIRGRXWLQH $G MKBHSRHEMUEER® G L W LSRR UBH.QURG (QHU J\

7KLY HTXDWLRQ LV RIWHQ VLPSOLILHG WR WKH IROORZLQJ

$YRLGHG (QHWBBYIHQJIV
$GMX\WDH/GI O L Q Ht RIS BUBHQURG (QHUJ\
rIRGRXWLQH $GWREDVAHHEIMHWERH SR BMUER® GLWLRQV E

K HUS$IG M X \WWDH/GH OQIQBIIY G H I L Q H B DD\ BIGQHHSIO X V IDROX W L Q H
DGMXVWPHIHGMW R DGMXVW LW WR WHSRIROLGOQLUWIROM B W K H

7KIDGMXEWWIBOIQHHIA QRUPDOO) IRXQG E\ ILUVW GHYHQ@RSERJ D |
FRUUHO DWHEDN B BM)EBED WD Z LURKS DISBB/HHS H Q G H Q W QVIEHD D I O HQ H
SHULRIBFKHSRUWL@QY GEMERQ G HQ WDYMHUWBEQHL Q V HEDWHI® LQMW R W I

PDWKHPDWLPADR PURRCGIIGH XK YA b ®f IQGHHXIM H
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,QGHSHQGHQW

$QLQGHSHQGHQW YDSDDBEPHWHU WKDW LV H[SHFWHG WR FKDQJH |
D PHDVXUDEOH L MHSIHMMRQR WB N/ \VIHR)RW\H[DPSOH D
FRPPR@GHSHQGHQVWRYPUWQDEDOEXLOGLQJ HQHUJ\ XVH LV RXWGRRU
JLNHZLVH LQ D PDQXIDHWXPEMU KODXPMWWY SURGXFHG|LQ D SHULR
LQGHSHQGHQW. YPWLBBEQWO\ DIIHFWLQJ HQHUJ\ XVH $QRWKHU FR
LQGHSHQGHQW YWKH MX®EHU RI VHFRQGVY KRXUV RU GD\V LQ HDF
SHULRG 6HH DOVR &KDSWHU

JLIH&ERQGLW LR QRVURDWDWL]HG 6DYLQJIV

&RQGLWLRQV RWKHU UHKSRQY WIKQRD H HHLWREHG DV WKHVBDPH@WRU DGMX
7KH FRQGLWLRQV PD\EH WEHRYHRNBPMKRHWKHU DUELWUDU\ SHULRG RLU
DYHUDJH RU pQRUPDOYT VHW RI FRQGLWLRQV

$GMXVWPHQW WR D IL[HG VHW R NBROGIWLRKQNRXHOSR BW F DOVWEDH RI
SQRUPDOL]HG RDWIKBIR/UWLQJXS WWKILK GPGIMRIR BAKHHSRUW L @IQ&HULRG
SRVVLEOERV WEBHQHIRIGE DGMXVWHG IURP WKHLU DFWXDO FRQGLWLRQ"
HLQRUPDOY VHW RI FRQGLWLRQV VHOHFWHG

(TXDWLRQ F UHVWDWHY WKH PRUH JERURD®DHKDMINEROWY IRU VXFEk

1RUPDOL]JHG 6DYLQJV
% D VHOIQHUISRXWLQH $G MK WHHGWRQGLWLRQV
rifRGRXWLQH $G MWK/ WHHQWRQGLWLRQV
SHSRUWLQJ 3HULBRBX(\WHYH\$G MK/ MFHQWRQGLWLRQV
rifRGRXWLQH $G MWKV WHHQWRQGLWLRQV F

7KH FDOFXOD WSRO VR IL QUKSX\WDICRMEX V WP HBRMD OO\ LQYROYHV WKH
GHYHORSPHQW RI D PDWRHPDWBBRIBMRGRC HQWHIWKHSHQGHQW
YDULDEMKHSRUWLQIIIWUPRGHO LV W K HQH SR HEHM WIRR B GRMRY/ W \

WKH FKRVHQ IL[HG FRQGLWLRQV )XUWK HWRWR RV EEKWHSEEUM R® Rl FRQ
D PDWKHPDWLRIEDVMHROGIQGIL M @QHOUWIR XV H G DVRY O IGQHWRYWK B\ FKRV HQ
IL[HG FRQGLWLRQV
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'KDW %DWU $GMXVWPHQW RU6IKLIFEKIV\SH RI p
)DFWRUV WR FRQVLGHU ZK DY FIKRRY IHQPDBWEHBQL]HG VDYLQJV

$YRLGHG (QHUWWSVHERIQIXDWLRQ E

DUH GHSHQGH QU¥ XBRW LI HRISHIUPGVLQJ FRBB XWDRQRQJIYYHQ
FDQ EH SURSHUO\ DGMXVWHG IRU SKHQRPHQD VXBKLIMWZHD\
GHSHQGYV XSRQ WKH DFWXDO ZHDWKHU

FDQQRW EH GLUHFWUYUDFR®3WGHEBWHEYKOGRQIELWLRQV

31RUPDOL]JHG W\ YWD QIXDRQ F
DUH XQDIIHFMSHRASEUER® GLWLRQV VLQFH WKH IL[HG VHW RI
HVWDEOLVKHG RQFH DQG QRW FKDQJHG
FDQ EH GLUHFWO\ ¥BPSQ@UMWGLEMWWIG XQGHU WKH VDPH VHW R
FDQ RQO\ EH UHS R UFWFHEHUM SFHAMU@ERDOXMH VR WKDW WKH

PDWKHPDWLFDO FRUWHGS B WWMRQHEH WIHHRSHUDWLQJ FRQGLW
EH GHULYHG

2YHUYLHZ 21 ,3093 2SWLRQV

TKHHQHUMXDQWLWLHY LQ WKH VHYHUDO IRUPV RIROGKMDRUWLRRUH RROC
WKH IROORZLQJ WHFKQLTXHYV

Xx 8WLOLW\ RU IXHO VXSSOLHU LQYRLFHY RU UHDGLQJ XWROLW\
WKH UHDGLQJY WKDW WKH XWLOLW\ PDNHV

X 6SHFLDO PHWHUV\&OVRW B WU @/ LIFQ ®WIRM\ WKH UHNVNML &L WK H
OHDVXUHPHQWY PD\ EH SHULRGLF IRU VKRUW LQRBRINH®IWQH RU
UHSRUWL®J SHULRG

X 6HSDUDWH PHDVXUHPHQWWY ®R IL Q DRRDMSRMMHMIMINME Y RU H[DPSOH
HTXLSPHQW RSHUDWLQJ SDUDPHWHUYVY RI HOHFWULFDO ORDG I
VHSDUDWHO\ DQG PXOWLSOLHG WRJHWKHU WR FRPSXWH WKH

X OHDVXUHPHQW RURURNAYKXMH )RUSHJBPLI WKH HQHUJ\ XVH RI
KDV EHHQ FRUUHODWHG WR WKH RXWSXW VLIJQDO IURP WKH Y
WKH RXWSXW VLIQDO FRX[®GC ERWRYIURFHQJI\

X &RPSXWHU VLPXODWLRQ WKDW LSHRDRUPD QW G DWRDV IFRRUH WDKERV
IDFLPHMWQJ PRGHOHG 2QH H[DPSOH RI FRP DQWDHUWLIVP XRAD WX R
2SWLR® O\

J(JIWKHOQHWYDOXH LV DOUHDGY NQRZQ ZLWK DGHTXDWH DFFXUDF\ F
PHDWH WKDQ MXVWLILHG E\ WKH FLUFXPVOQWHWRIEBEHYRWKEH) PHDV X
QHFHVVDU\ RU DSSURSULBWW L PRRDMHRHVADEHVREVBPHDPHWHUYV
EXW RWKHUV PXVW EH PRRDOWXUHG 2SWLRQ $

,3093 SURYLGHV IRXU 2SWLROVYLGUVBH® POFELQLQRH FKRLFH DPR
2SWLRQV LQYROYHV PDQ\ FRQVLGHUDW LRHDN XQFHEX@W) ¥ RWKQHG O E
&KDSWHU I L WGIHW G BPLQIHEIWWWBDKFH O HWRH O 2 RW L' RRD & E H
IDYRUHG +RZHYHU LI RQO\ W BW ¥ HROUPIDVQR H FRR QURKRIDD WDL R @ W U
WHFKQLTXH PD\ EH PRUH VX%LRODEOH 2SWLRQ $
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7TDEOWXPPDUL]HV WKH IRXU 2SWLRQV WKDW DUH GHWDLOHG LQ &KDS
RI WKH XVH RI WKH 2SWLRQV DUH FRQWDLQHG LQ $SSHQGL[ $ 6HFWL
WKH SURSHU 2SWLRQ IRU DQ\ VSHFLILF SURMHFW

3093 2SWLRQ

+RZ 6DYLQJ
&DOFXODW

G 7\SLFDO $SSOLF

r

$ SHWURRODWLRQ .H\
SDUDPHWHU OHDVXUHP

6DYLO@IW GHWHUPLQHG
PHDVXUHPHQW RI WKH
SDUDPHWHU V ZKLIHEHG
XVH RI(®WMNDIIHFWHG V\
DQG RU WKH VXFFHVYV R

OHDVXUHPHQW IUHTXH(
VKRWHWUP WR FRQWLQXH
RQ WKH H[SHFWHG YDU
PHDVXUHG SDUDPHWHU
RI WKHHSRUWLQJ SHULRG(

SDUDPHWHUV QRW VHO
PHDV XUHP HQMVDRIBHWH G
(VWLPPWEMVEDVHG RQ K
GDWD PDQXIDFWXUHUY
RU HQJLQHHULQJ MXGJ
'REXPHQWDWLRQ RI WK
MXVWLILFDMAMR QPM®B MM IG
SDUDPHWHU LV UHTKEU
VDYLGUWRU DULNVY®ILRO
UDWKHU WKDQ PHDVXU
HYDOXDWHG

HQW

EQJLEPBULQJ F
NRI E 5 ¥ I OROGEHD Q f

JHUHQ R UMKLIHHIQSIH
VWIRP V

| RV K RMSAURPMRIB W
L p Qi

R
HER R g
YW ROLERS

V VSHFLILFDWL
PHQW

H VRXUFH RU
_I
HG 7KH SODXV
RR R Q
HPHQW LV

3O XKD IQRIQU H W U
"BRZHU GUDZ LV W
J\BLHRWGRUPDQFH SDU
LV PHD®)XSHULRGLH
V(VWLPDWH RSHUD
WKH OLJKW M DEFL\OH

RHGXOHV DQG R

%I;LKDYLRU
J

/
(Q/WPHQWV

RQV

7DEOH
2YHUHZ R
,3003
R 2SWLROQW
K
L. ...
EDO O\
NLQJ KRXU\
&R Q
FEFXSDQW

N

"~

% SHWURILW ,VRODWL
OHDVXUHPHQW

6DYL@IUH GHWHUPLQHG
PHDVXUHPH QI R XMWK HR
WHKIEODIIHFWHG V\VWHP

OHDVXUHPHQW IUHTXHQ
VKRWMWUP WR FRQWLQX?F
RQ WKH H[SHFWHG YDU
VDYLQO\WG WKH OHQJWK
UHSRUWLQJ SHULRG

R RU
BEEW O R xv

PHDVXUHPHQW
EDVHOIQBHSRU
BHWDLQ GHNRE A F
RHOIGOISHQIGQ D
L P RVALSOQW DIVDL RV
RPIHBKK UHPHQW
SUR[LHM R IXMH

5RXWLQH DQG
URXWLQH DGIW,
UH TG

$SSOLFDWLRQ RI [
VSHHG GULYH DQG
VPRWRU WR DGMXV
WOLHDIV XUH HOHFWU
RD N: PHWHU LQVW
JHOHFWULFDO VXS
VP RWLRQW ZKLFK UHI
VSRIZHU HYHU\ PLQ
EDVHGHQWRCGAV PH

SODFH IRU D Z}

%g& WLQJ 7K

L FH WKUHJ
UHSRUWLQVMRSWUWUIDH

Q
X

D YDULDEOF
FRQWURO'
W SXPS IOR
LF SRZHU Zz
DOOHG RQ \
50\ WR WKF
DGV WKH
WH ,Q WK
WHU LV
HHN WR YHL
H PHWHU
RXIKRXW W
EG

YDULDWLRQV LQ S

RZHU XVH
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7TDEO
2YHUYL
, 303

2SWLRONDVXULQJ HQHUJ\ XVH

+RZ 6DYLQJ

DWLRQ

IDFLRUWDDE LOHWHN O

ERQWLQXRXV PHDVXUHP
HQWDWHOCLQWH PWMH DUH
WKURXJKRKWRWKH. QJ SH

D¥ LVDR MG IQDH
UHSRUWLQXV8H
PHWHU GDWD

VLPSOH FRPSD

IRQWRXWLQH
DGMXVWPWHQ W\
UHTXLUHG

E@é‘gLBh BiHo x
LUHG XVI
QLTXHV V

U
UHJUHVVLRQ D[Q

PDQDJHPHQW SUR

QOLNRFGF WL QJ PDQ\ V

,3093 2SWLRQ 4DOEXODWHG 7\SLFDO $SSOLF
H& :KROH )C
HZ RI
6DYL®IMH GHWHUPLQHG EQDO\VLV Rl ZKRRBWLIDFHWHG HQHUJ\

JUDP
VWHP\

IDFLOOHM\V XUH HQHUJ\ XV

WH JDV DQ

LWY PHWHUV
V H G HQHDR)GS

%

%lh( R X% RW KVH|

G HOHF
IRU D

QJ

' &DOLEUDWHG

6DYLO@IW GHWHUPLQHG
VLPXODWLRQHXMHKRI W
ZKROMHFLAUWR | DID/KLEO LW

6LPXODWLRQ URXWLQ BV
WR DGHTX D WIHFON HPERESUHIQ
SHUIRUPDQFH PHDNMXAULH

7KLV 2SWLRQ XVXDOO\
FRQVLGHUDEOH VNLOO
VLPXODWLRQ

KIDOLEUDWHG Z

RU PRQWKO\ X

SR 6 HE TR R

UHTXLUHYV

14

>ﬂ‘£</§9,efv9§ UHILQ IS HIQLSRXGV

PDIQ BBREKRIFDQW SUR

VD O HWW EQO ®D@®RA V
LW\ EXW ZKH

HGGE IDQY FACKLHD H

(QHUJ\ XVH P HDQAX

LQ FDOLEUDWHEPIWHU LQVWDOOD

HOHFWULF PHWHU
FDOLEUDWH D VLP

%DVHEDR@KWJI\ XVH
GHWHUPLQHG XVL
FDOLEUDWHG VLP
FRPSDUHG WR D V

WOHIRIXXKVH VLPRROWLRDOFHWHG HQHUJ\

JUDP
VWHP\
UH QR

VUHP
WLRQ F
V DUH
XODW L

DJ WKF
KODW.LI
LPXOD'

UHSRUWLQUIQSHHWUL KEH

2SWLRQW
&KDSWHU

GHILQHV WHKB

5HWURILW ,VRODWLRQ
REGBXROFGSIDUAV LQJ WKH UHW UR

HTXLSPHQW 5HWURILW LVRODWLRRH D®ORKFHYKNHERROEGEAL@RR |
UHGXFH WKH IHJ HRU W RJIBQREH. SWHRUG H QAN QMWD WE B ARAWRIHWURI LWV
DIIHFW RQO\ D SIDFWOHEREWRY MWKERXQGDULHV VPIDG OBNMDEOQ WK F
UHTXLUH DGGLWLR ®BOWHMIPUD I VEBRBKABIDUIAX UHP H QW EDROMRG D U L

LOQOWURGXFH WKH SRVVLELOLW\ RI

HLEORADHNUDD) FHW LW KUHRRIXB K VKQ PHD V)

6LQFH PHDVXUHPHQW LV RIDIFH DX WWK DOV & W W R WDIOWTMRH YW LV R
FDQQRW EH FRUUE PIIVMLMERWBEMKH KRZQ RQ X IVAIOH KX QEIHO/O V

EH\RQGPWRMXUHPHQW EDRX X@DUI\O WHGL /® QKW EH UHSRUWHG E
LVRODWLRQ WHFKQLTXHV EXW ZLOO EH LQFOXGHG LQ WKH XWLO
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7ZR 2SWLRQV DUH SUHVHQMWRMHWRHE RV REBHWHLTXIL B/KHQW D IIHFWHG E\ |
IURP WKH HQHUJ\ XVHHRIDWKBLWHVW RI WK

X 2SWLRGHWURILW ,VRODWLRQ .H\ 3DUDPHWHU OHDVXUHPHQW 6HH
X 2SWLRQH®WURILW ,VRODWLRQ $00 3DUDPHWHU OHDVXUHPHQW 6HHE

,VRODWLRQ PHWHUL®H DV >XSIDHDFFHHGWIERRMBHEHDQ H T X LS PH(@W ZKLFK WKH
DIITHFWV DQG HTXLSPHQW ZKLFK LW GRHV QRW DIIHFW

'KHQ GUDZRIQDVIXUHPHQW ERX@GDU\

SHWURILW ,VRFCHOML R

$ ERLOHU LV UHSODFHG
HIILFLHQ W HRBQHX UH P H Q W

ERXQGDUGUDZQ DURXQ
ERLOHU VR WKDW WKH

QVl(P:ZXOG EH WDNHQ WR FIROQRZMGHU DQ\ HQ
[S HFWHG(&0 W EH\RQG WKH ERXQGDU\

PIHWKR P RYHMW EH GHULYHG IRU HVWLPDYV
L QW H U D F W L6HHH H& KFHDFS/W HRW

5 WVPOWW OMKH OLJKWLQJ ORDG UHGXFWLRQ
DG AARMQIW RQHUJ\ XVH EXW WKH RQO\

WKH QHZ ERLOHU LV XQ
YDULDWLRQV LQ WKH K
ZKROH IDFLOLW\

OHWHUV IRU IXHO FRQV
EROHU KHDW RXWSXW DU

D UHB WRIGHEWK UH P H QW ZERROIES D U\
H WD FRP ORDG MRX WMWK KH HOHFWULFLW\ XV
QRW WKHLU KHDWLQJ DQG FRROLQJ HQH!

X%WVR% BVKHIHFW RQ +9$& HQHUJ\

QW H VDB @/ 1 K HPKKIV MFE W

QHHGHG WR DVVHVV wWKHEH Y Y IGYWHWERWLWY H[BHAWWG
RI WKH WZR ERLOHUV RJy MR gk PQW HQJLQHHULQJ HVWL
UDQJH RI RSEDMRWDERY| PDGH RI Q/\NHUDFV\D_WIVFHHH-IFUV\DFWLRQ RI

& LIATE YWLLQRIV

QDO KHDWLQJ DQG FRROLQJ
RVEBWHUPLQH WKH DSSURSUL
IRU HDFK VHDVRQ +RZHYHL
qv H FERX@BHISDQGHG WR
FRPS HUDFWLWH{HHLIJII-HIEW\QR QHHG W
WLPDWH WKHP

UHSRUWHG IRU WKH ERL
DSSO\LQJ WKH REVHUYH
LPSURYHPHQW WR DQ H
DQQXDO ERLO HR LORDG
HIILFLHQF\ WHVW LV UH

$SDUW IURP VPD 0OQWHWDLFVIIWHFGHD MDMFIVWHP HQW GEHRIXQE M UNKH PHWHULQ.
SRLQWY DQG WKH & MXYWRIKIUFHVPD\ EH XVHG LQ WKH YDULRXV IRUPV

2Q0\ FKDGIHVIWNRWHPY DQG RSHUDWL QJ PHIDWLOOUEHOR-HQ X\ W R X Q GADKUH
PXVW EH PRQLWRUH ® GWRXY WHPSHIDRHVWR H (T XDWLRQ

&KDSWHU GLVFXVVHV PHDVXUHPHQW SHULRGV JHQHUDOO\ 3DUDF
PHDVXUHG RU SHULRGLFDOO\ PHDVXUHG IRU VKR UDW ISRIQ LLRIGW KAKH H
SDUDPHWHU ZLOO JRYHUQ WKH GHFLVLRQ Rl ZKHWKHU WR PHDVXUH
SDUDPHWHU LV QRW H[SHFWHG WR FKDQJH L W &0DLCEVHV B I\DXWLHR L P P
DQG FKHFNHG RF FDULRQINMR X RUWK 9 J KSHH WURTXHQF\ RI WKLV FKHFNLQ
EH GHWHUPLQHG E\ EHJLQQLQJ ZLWK IUHTXHQW PHDVXUHPHQWYV WR
FRQVWD@AMH S UFRYCHQVW RM IUHTXHQF\ RI PHDV X UH® HQRVPPRL\Q BHD UGI G X F |
FRQW URDY RQYVPHDVXUHPHQW IUHTXHQF\ GURSY PRUH IUHTXHQW LQ\
PLJKW EH XQGHUWDNHQ WR YHULI\ SURSHU RSHUDWLRQV

&RQWLQXRXV PHWHULQJ SURYLGHV \IDMWDQWMNE FRIWKY B DQWD\ R ERXMS R U V
HTXLSPHQWWISHQ 7KLV LQIRUPDWLRQ FDQ EH XVHG WR LPSURYH RU
HTXLSPHQW RQFHWEDD/AQAYV WKHUHE\ LPSUR%DQW WH®I| E SIQWHX DWY \R II IREPH
VHYHUDO VWXGLHV KDYH VEREQWLL @ QXRODL H@BI® @IS D FKLHY HG

WKURXJK FDUHIXO XVH Rl FRQWLQXRXV GDWD ORJJLQJ &ODULGJH H\

], PHDVXUHPHQW LV QRW FRQWLQXRXV DQG PHWHUY DUH UHPRYHG E
PHDVXUHPHQW PHFGE IWKBPIWLRQV RI WKH PHDVXUHPHQW GHYLFH VKRXC
30DQ DORQJ ZLWK WKH SURFHGXUH IRU FDOLEUDWLQJ WKH PHWHU E
H[SHFWHG WR EH FRQVWDQW PHDVXUHPHQW LQWHUYDOV FDQ EH VK
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DQ LQGXVWULDO SODQW[BRROHRKRHVEBERMBRQRZ DVVXPLQJ WKH\
FROQVWBQ® +RZHYRBSHRROMRWJ SHULRGV PD\ YDU\ ZLWK WKH W\S
SURGXFHG IURP GD\ WR GD\ :KHUH D SDUDPHWHUR®DEKDQJH St
PHDVXUHPHQWY RI WKH SDUDPHWHU RSHUDWLQJ KRXUV LQ WKL
UHSUHVHQWDWLYH RI WKH QRUPDO V\VWHP EHKDYLRU

KHUH D SDUDPHWHU PD\ YDU\ GDLO\ RU KRXUO\ DV LQ PRVW EX
FRQWLQXRXVWVPHWHWLPHFOHVW )RU ZHDWKHU GHSHQGHQW ORDG
WDNHQ RYHU D ORQJ HQRXJK SHULRG WR DGHTXDWHO\ FKDUDFW
LWY QRUPDO DQMXIHD FKFOHDVRQ DQG ZHHNGD\ 2ZHONRFE GV DQ\G |
WKURXIJIKHYRHWLQJI[BRBORE RI WKBK GW\RILOLQJ FDQ EH IRXQG L!
DQG +DEHUO $NEDUL HW DO +DGOH\ DQG 7RPLFK

D E DQG %RX 6DDGD HW DO

'KHUH PXOWLSOH YHUVYERQ®Q\RWVMNKFHDWILRK) D U HPIHDROMWGHPE @WW K |
ERXQGINVWDWLVWLFDOO\ YDOLG VDPSOHV PD\ EH XVHG DV YDOLG
6XFK VLWXDWLRQV PD\ DULVH IRU H[DPSOH ZKHUH WRWDO OLJ}
HOHFWULFDO SDQHO GXH WRIWWHQSUGIRBIGY FRQ IVWIKRHQVDPH SDQHC
VWDWLVWLFDOO\ \RIJQEW.XDOW LWBIPEBDNXUHG EIWHU UHWURILW W
FKDQJH LQ SRZHU GUDZ 7KHVH VDPSOH GDWD PD\ EH XVHG DV W
SRZHU GUDZ $SSHWGXNVWHY WKH VWDWLVWLFDO LVVXHV LQYROY

SRUWDEOH PHEWHUAMH B8O\ RWBAUFIPRHWHULQI LV QHHGHG 7KH FRVYV
PHWHUY FDQ EH VKDUHG ZLWK RWKHU REMHFWLYHYY O¥RARNYHIEWH S
IHHGEDFN WR RSHUDWLQJ VWDII RUDXWRPDWHG FRQWURBO HTXL
PHWHUYV PD\ DOVR HQDEOH ELOOLQJ RI LQGLYLGXDO XVHUV RU C

SHWURILW LVRODWLRQ WHFKQLTXHY DUH EHVW DSSOLHG ZKHUH

X 2Q0\ WKH SHUIRUPDQFH RI WKH (¥ MHRYV AR QHVBIRG HY RVKHAH
UHVSRQVLELOLWLHV DVVLIQAKBUVRSWKHREP DQREH \E K Q VIDIGD AW H
VDYLRIWKB EHLQJ WRR VPDOO WR EH GHWHFWHG LQ WKH WLP

X ,QWHUDFW LRIHWHEL BHRFQWV YHIOH KM H R RDVKLBOEXMASPHQW FDQ EH
UHDVRQDEO\ HYWLPDWHG RU DVVXPHG WR EH LQVLJQLILFDQW

X 3RVVLEOH FKDQ®DHVORMRRKPIMIKHX UHPHQW EZRXQGDEN GLIILFXO)\
LGHQWILVYVRWV

X TKHQGHSHQGHQWZXDBK DHEEQ@HEX¥IH DUH QRW H[FHVVLYHO\ GLIIL
H[SHQVLYH WR PRQLWRU

6XEPHWHUV DOUHDG\ HRNWWMRRL WRDOW WHHV

OHWHUV DGGPMEDYWUWMRHQWHRRXE8DUAHG IRU RWKHU SXUSRVH)
RSHUDWLRQDO IHHGEDFN RU WHQDQW ELOOLQJ

X OHDVXUHPHQW RI SDUDPHWHUV LVVARXD FWY ROV GRIQEIIE RS
DGMXVWPHQWYV

x /IRQJ WHUP WHVWLQJ LV QRW ZDUUDQWHG

x 7KHUH LV QR QHHG WR GLUHFWO\ UHFRQFLOH VDYLQJV UHSRU
VXSSOLHUYV

7KH XQLTXH FKDUDFWHULV W LIEFWRBIDMOROQ RV MAKH UHWHYWRDIUW GLVF
DQG EHORZ &RPPRQ PHDVXUHPHQW LVVXHWLDRIQANVWQRRA@KHC
WHFKQLTXHY DUH GLVFXVVHG LQ &KDSWHU
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2SWLRRH®WURILW ,VRODWLRQ .H\ 3 DQWPHWHU OHDVXUHP

8QGHU 2SWIHRWQURILW ,VRODWLRQ .H\ 3HQHRRNDHW QMWD X UIHP KHTXND W LF

FDQ EH GHULYHG IURP D FRPSXWDWLRQ XVLQJ D FRPELQDWLRQ RI
SDUDPHW HWW D BREVWHKH RWKHUWLBBWRREMRQO\ EH XVHG ZKHUH LW FDQ
VKRZQ WKDW WKH FRPEURPF ® & AANFMDNOEDWO® RW VLIQLILFDQWO\N DIIHF
RYHUDOO VUBGIRQMWHGH ZKLFK SDUDPHWHUYV WRYWDEBWH DQG ZKLFK
FRQVLGHULQJ HDHAK FRODDNPHMVMEXWLRQ WR WKH RYHYVDGOQIRHAHUWDLQYV
HYWLPDOMWOHIHMNG DQDO\VWLYV RI WKHLU VLIQLILFDOPRPBORRKDSWHHILQFOX

(VWLPPWH¥H EDVHG RQ KLVWRULFDO GDWD VXFK DV UHFRUGHG RS
EDVHOHODKLSPHQW PDQXIDFWXUHUTVY SXEOLVKHG UDWLQJY ODERUDMW

| D SDUDPHWHU VXFK DV KRXUWVRRIN¥MMHGZ YRV RESHW\WW HG WR EH LPSE
E\ WEH WKHQ LWV PHDV)XHSRUQWN QI SMUHLIFGHBSR WWHQJ SHULRG
PHDVXUHPHQW RI VXFK FRQVWDQW SDUDPHWHU FDQ DOVR EH FRQVL!
EDVH® DK H

KHUHYHU D SDUDPHWHUAN INQGRZSHYBHQWO\ LV QRW PHDVXUHG LQ WK
WKBEDVHOIQ@WH SRUWLYIVBEKHUISRG@DPHWHU VKRXEBGVWEIHFP DWHDWHG DV DQ

(QJLQHHULQJ FDOFXODWLRQV RU PDWKH PINVW HF N OVKRIGWHIQIQQ.J LAFID\QEH |
WKH HUURUV LQ HVWLPDWLQJ D QuDSYCLWDRRY \M HOUP B Q HV KIH DU $IISHRAHV RI IG
HTXLSPHQWYTV RSHUDWLQJ KRXUV DUH WR EH HVWLPDWHG EXW PD\ L
\HDU WKH FODFXKOWWHG DQGKRXUV VKRXOG EH FRPSXWHG DQG WKH
HYDOXDWHG IRU LWV VLJQLVDFDQBKHWAR WEKIHQHE HFWH® RI DOO VXFK
HVWLPDMERX@\G EH DVVHVVHG EHIRUH GHWHUPLQLQJ ZKHWKHU VXIILF
6HH DOVR $SSHQGL[ %

7KH VHOHFWLRQ RI ZKLFK IDFWRU V WR PHDVXUH PD\ DOVR EH FRQV
WKH SURMHFW RU WKH GXWLHV Rl D&PBFRGW URDUFRADRQUF X QUE M N W IKNMHIWWH] ¥ R
IDFWRU LV VLIQHWMWIDRIWS WRIRVPDQFH LW VKRXOG EH PHDVXUHG 2W
FRQWUDFWRUYY FRQWURO FDQ EH HVWLPDWHG

,| NDYLEBYSXWDWLRQ LQYROYHV VXEWUDFWLQRVOWRBADWXGBHG SDUDPI

SDUDPHWHU WKHVWH\PYRAWH LV DQ
H[DPSOH LI DVSIDUDPAHDVXUHG LQ WKH
"KDW WR OHDVXUH"| UHSRUWLQ@QEHUXBWUDFWHG IURP DQ
XQPHDVXUHG YDOXH IRU WKH VDPH SD

&RQVLGHU WKH H[DPSOH R| Ry @&pINYCHRYHRBEMHIEBEWXOWDQW GLIITHUH
ZKHUMSRUWL@GR3EHULRWGD Z LﬁQO\I‘D/Q\/LPDWH

PHDVXUHEDEYEM®RZHU LV QRW, FDWLRY RQ 2SWLRQ $
PHDVXUHG 7KHUHIRUH SRZH

YL KH LQVWDOODWLRQ R
EH WUHDWHGWRLR IMBEHV LIQL
2SWLRQ $ SURFHGXUH HQF\ OLJKW IL[IWXUHV ZLWKRXW

OLJKWLQJGS)I—YULIQFJIQ/EH GHWHUPLQHG

$V D UHR/SFOWWD WL QJ KRXUV PXVWQEH2SWLRQ $ E\ PHWHWIFFXLWKH OL.
PHDVXUHG LI WKH SURFHGXWBREIMUNRUDZKHHIRWRDQG DIWHU UHWU
, 3093 25 W| HVWLPWWHQRSHUDWLQJ SHULRG 2WKH!

YDULDWLRQV R QWKLKRWQRSHQR I
7TDEOH EHORZ VKRZ WKH FHYMXPPDGBHIWS HVWARK WKH JXLGDQFH RI 2SW
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OHDVXUHPH
_ 6LWXDWLRQ (VWLPDWWMRUD WH GRKZHSU\SLQR\’NQ
7DEOH 2SHUD' 3RZ}F $"
([DPSOH +RXUV 'UbDZz
ILIJKWLQJ vin®PHDVXUH (VWL <HV
: (&80 UHGXFHV RSHUDWLQJ KR uv(VWL| OHDVXUH 1R
(VWLI OHDVX|UH <HV
(&0 UHGXFHV SRZHU GUDZ OHDV (VWL] 1
(&80 UHGXFHV ERWK SRZHU GUDZ DQG RSHUDWLQJ KRXUV
%DVHSRZHU XQFHUWDLQ| RIMWDWLQJIOHDVX|UH <HV
KRXUV NQRZQ OHDVXUH (VWL 1R
3RZHU NQRZQ EXW RSHUDWLOHDKNRXBVWVWLI <HV
XQFHUWDLQ (VWLI OHDVX|UH 1R
3RZHU DQG RSHUDWLQJ KRXUNDYKRIBHOWV W LI 1R+ 8VH
NQRZQ (VWLI | OHDVXURSWLRQ %

'KHQ SODQQLQJ DSURBEWERQHS FRQVLGHU ERWK WEKHHDERRKQVA R
DQG YWMOMWQHUWPSDFW EHIRUH HVWDEOLVKLQJ ZKLFK SDUDPHWH L
WKUHH H[DPSOHV VKRZ WKH UDQJH RI VFHQDULRYV WKDW PD\ DU

(&0 UHGXFHRQ/ WBOQ®W ZLWKRXW FKDQJLQJ LWV RSHUDWLQJ KR
SODQW OLJKWLQJ ILIWXUHY DUH UHSODFHG ZLWK PRUH HIILFL
OLJKWYVY GR QRW FKDQJH 7R UHDVRQDEO\ PHDWX3JRZ WK HD HYIHH®!
VKRXOG EH PHDWIOMODIQWHIRIUWLYIZKHOHRESHUDWLQJ KRXUV
HYWLPDQWWWE&H HQHUJ\ FDOFXODWLRQV

(&0 UHGXFHV RSHUDWLQJ KRQUK ZBLOE QFOPEQH DXWRPDWLF
GRZQ DLU FRPSUHVVRUV GXULQJ XQRFFXSLHG SHULRGV 7R Ut
SURMHFW FRPSUHVVRUVY RSHUDWLQJ WLEBWKRQEBHSRKN WHQY
SHUYRZXLOH FRPSUHVVRUVY SRZHU FDQ EH HVWLPDWHG LQ WK

(&0 UHGXFHV ERWK HTXLSPHQW ORDG DQG RSHUDWLQJ KRXUV
RQ D KRWHU UDGLDWLRQ VUKHDRVUEG & OV LRYGXFHY RFFXSDQV
ZLQGRZV WKHUHE\ UHGXFLQJ ERLOHU ORDG DQG RSHUDWLQJ
SHULRGY DUH YDULDEOH D@0 Q@FW EMDXQYHG@SWLRQ $

*HQHUDOO\ FRQGLWLRQV RIOHDREBBOW IORDIGRRUW DUOTXEUH PRU
PHDVXUHPHQW DQG FRPSXWDWLRQV

X

2SWLRQERDOFXODWLRQV

*HQHUDO (TXDWLRQ LQ &KDSWHU LV XVHG LQ DOO ,3093 DGl
2SWLR@KHUH PD\ EH UDR MXVHVEP RROWRIMDRIQ R X WGBISHQGLQJ XSRQ W
ORFDW L RRHR V YWKHEPR)QWG MWK H Q D W XHIMWR PYIIHGANKH OHQJWK RI W
UHSRIBWUQRG WKH RPRA@W EED/NZHGOBON XUHPH QNS ROBMBIUQR G
PHDVXUHPHQWYV

6 L P L OBPDACH @ WH-S R B IUQHIDGH PHDV XUHPHQWY LQYROYH PHDVXUHPHI
SDUDPHWHU XQG D@ HIWIWRP BWWHRRWKHU 7KHUHIRUH (TXDWLRQ
GRZQ WR
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2SWLFR@BLQIWWLPDWHEG %9DOXBHQHRGDVYXUHG SDUDPHWHU
+5SHSRUWHQUIRHDVXUHG SDUDPHWHU

2SWLRQQGVYWDOODWLRQ 9HULILFDWLRQ

6LQFH VRPH YDOKNW PROGEHGU 2SWUR@W FDUH LV QHHGHG WR UHYLH.
HQJLQHHULQJ GHVLJQ DQG LQVWDO/DICPIMRH WEROHYWHLEFH MFKD W YWD E 19 H
EDVHG RQ HTXLSPHQW WK DW IXRXING WHOEH G URG X FH

$W GHILQHG LQWHU¥BAV \BXYWEH WRRMW D 00 D W IQR/G WKR NG GVRHYH K L 1\
FRQWLQXHG H[LVWHQFH RI WKH HTXLSPHQW DQG LWV SURSHU RSHUL
LQVSHFWLRQV ZLOOQVHR ¥ XRJIHWKRIQS\WR\VP M QW LD & DWR. Q@ 8\3 HUDDON. 16 BWHG L F
HVWLPDWHG SOKWBPIHWHXNQF\ ROQWSHFWWHLREY LV GHWHUPLQHG E\ WKH
SHUIRUPDQFH FKDQJHV 6XFK OLNHOLKRRG FDQ EH HVWDEOLVKHG Wi
HVWDEOLVK WKH VWDELOLW\ RI HTXLSPHQW H[LVWHQFH DQG SHUIRU

$Q H[DPSOH RI D VLWXDW L R@ \RHHOA IQR QU R\ \I I<CBLBY OB QQG HVIA MULPRIQ W/
VDYLEUYWDPSRL@XH SHUIRUPDQFH RI IL[WQXXNMEHD QRS REXQWWQDH WK H
ILLWXUHV ,Q WKLV FDVH WKH FRQWLQXHG H[LVWHQFH RD@WKH IL[WX!
WR WBWLGHWHUPLQDWLRQ 6LPLODUO\ ZKHUH WKH VHWWLQJV RI FR(
WR WDPSHULQJ UHJXFEROQUWWHRRRYBWWWIMORY RU DFWXDO HTXLSPHQW IX
XQFHUVRD WBKWHW LPDWHG YDOXHYV

2SWLR@&RVW

6DYLGHWHUPLQDWLRQVPOIXGEHM QSWYR®$WO\ WKDQ XBGHKHRWKHU 2
FR\RWIVWLPDWDQUDPHWHU LV RIWHQ VLJQLILFDQWO\ OHVV WKDQ WKH
LQ VRPH VLWXDMAM\R QRDIKWXH RQO\ SRVVLEDHVURBWEHH FRRR®LHU

WKDQ LI GLUHFW PHDVXUHPHRQ\8 CHYUGILYRVIRIUEDHW BRQ $ VKRXOG FRQ
HOHPHQWV BD\OWORDRMWRIEBU LQVWDOODWLRQ DQG WKH RQJRLQJ FRVW

2SWLRMN$ VW $SSOLFDWLRQV

,Q DGGLWLRQ WR WKH UHWURILW LVRODWERQY HE H23W HHHBLFDWLRQV
DSSOLHG ZKHUH

Xx (VWLPDRALR®MH\ SDUDPHWHUYV PD\ DYRIQR QR X WILLEG\ BEMERWPW Q W V
IXWXUH FKIDSEHHY KL WPKALDQ/ YWMKHHP HQW ERXQ GD U\

X 7KH XQFHBWBDYWGWNP DLW LREAHSWDEOH

x 7KH FRQWLQXHG HIIHFWIFTHR BMVDRVMNKHH G E\ VMPHHORINBIR X WLQH
SDUDPHWHUV

x (VWLPDRWIMRPH SDUDPHWHUY LV OHVV FRVWO\ WKD@@WPHDVXUHPHQV
VLPXODWLRQ LQ 2SWLRQ '

X 7TKHVH\ SDUDFWMNWHGE LQ FRPBXMWAIA EH UHDGLQHLGBQ MUN G
DUH SDUDPHW HIXG XN DGSWRMHFWIV RU FRQWUDFWRUYV SHUIRUPD(

2SWLRRHWURILW ,VRODWLRQ $00 3DUDPHWHU OHDVXUHPHQW

2SWLRGHWURILW ,VRODWLRQ $00 3DUDPHWHU OHDVEXKXBWHR® UHTX
HQHUXDQWLWLHY RU DOO SDUDPHQYHUW QHHGHG WR FRPSXWH

TKWDYLRUWDWHG E\ PRVMGWUWRBRVERIGHWHUPLQHG RZZMYKH B S WIKRIQ %

GHJUHH RI GLIILFXOW\ DQG FRVWY LQFUHDVERESDM- REWHRHQYP KRB N S H)|
JHQHUDOO\ EH PRUH GLIILFXOW DQ& FRYWWON W KBQVWK®R VHZRIODS BALR C
PRUH FHUWDLQ UHVXOWWDZKQOWWRDQWDRGHRYDULDEOH 7KHVH DGGL
PD\ EH MXVWLILDEMRUILY FRYWEQVLEOH IIRQHDIODY LREWRUYV DIIHFWLC
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2SWLR@G&BOFXODWLRQV

*HQHUDO (TXDWLRQ LQ &KDSWHU LV XVHG LQ DOO ,3093 DGl
2SWLR@WRKHUH PD\ EH QR MHENBERRURIMRIQRXWGRISHQGLQJ XSRQ W
ORFDW L RRHR V WKHEPRI)QWG DMK H O H Q JWHKS RISWKEGRG WKH DPRXQW RI
EHWZEBYHOIQ®H SR BWMUPRI®VXUHPHQWY 7KHUHIRUH IRU 2SWLRC
VLPSOLI\ GRZQ WR

2SWLROYLQJIV % DVHOI5GIS RQBMEQURG (QHUJ\ H

2SWLRQHVW $SSOLFDWLRQV

,Q DGGLWLRQ WRBRWKRQUPRPWWRRGV LQ &KDSWHW EHWDWWRD/SSS QISHAGL |
ZKHUH

Xx OHWHUVY DGGHG IRU LVRODWLRQ SXUSRVHV ZLOO EH XVHG IRU
IHHGEDFN RU WHQDQW ELOOLQJ

OHDVXUHPHQW RI DOO SDUDPHWKIOW WV RHYQ ERWWRQ® WKDQ VL
6DYL@®@IW RSHUDWLR @®WHZYWEHPHQKHERX §GDUDEOH

SHWURRODWLRQ OHDVXUHPHQW ,VVXHV

SHWURILW LVRODWLRQ XVXDOO\ UHTXLUHVHWVUKB \DIGRALW MRHQU R | RUWE
SHUPDQHQW EDVLV 7KHVH PHWHUV QN B G IQW WRO OGS GRXKUILQD F
HQHWMH EHIRUH GHMWLO@BHWHKBD\ EH LQVWD O OHE® WO PEBV X UH
SHUIRWMPHD IRU DHOD Q

<RX FDQ PHDVXUH WHPSHUDWXUH KXPLGLW\ IORZ SUHVVXUH |
WKHUPDO HQHUJ\ IR UPHPDPAHP HI)W WRBROQEBRLRURRG PHDVXUHPHQ
SUDFWLFHYVY WR HQDHQH WDYERXDW K IUH@WRRQDEOH DFFXUDF\ DQG
OHDVXUHPHQW SUDFWLFHY DUH FRQWLQXDOO\ HYROYLQJ DV PHYV
XVH WKH ODWHVW PHDVXUHPHQW BYIDPWHFBIO WRREKEBS SFRHIUW \R XU

7KH IROORZRQ@V GHFMDIH VRPH NH\ PHDVXUHPHQW LVVXHV WR FRQ
LVRODWLRQ WHFKQLTXHV

(OHFWUWHOWAXUHPHQWYV

7R PHDVXUH HOHFWULFLW\ DFFXUDWHO\ ZH PHDV XUHRMKUWHXHROW
UPVZDWWDJH ZLWK D VLQJOYH UQRHNDYXXPHPW QWRRHDPSHUDJH DQC
FDQ DGHTXDWHO\ GHILQH ZDWWDJH LQ SXUHO\ UHVLVWLYH ORDC
UHVLVWDQFH KHDWHUV ZLWHK®>X»W EORZIHBEDNMRYRYYVH WKDW D UH\
ORDGYV HOHFWRUPRRW ZADLWYW RUWHG E\ RMWMKHOLGWHYLFHY LQ WKH

OHDVXUH HOHFWULF GHPDQG DW WKH VDPH WLPH WKDW WKH SR:
GHPDQG IRU LWV ELOOLQJ 7KLV PHDVXUHPHQW XVXDOO\ UHTXLL
DW WKPAHWKXHU )URPRWKLWERHWNEBIY GHPDQG FDQ EH UHDG IRU W
SRZHU FRPSDQ\ UHSRUWYV WKDW WKH SHDN GHPDQG RFFXUUHG F
UHYHDO WKH WLPH RI SHDN GHPDQG HLWKHU RQ LWV LQYRLFHYV

(OHFGHEPQG PHDVRHWKHR@GW YDU\ DPRQJVW XWLOLWLHYV 7KH PH
HOHFWULF GHPIPQGHIBQ/ BRKXOE UHSOLFDWH WKH PHWKRG WKH SR
UHOHYDQW ELOOLQJ PHWHU )RU H[DPSOH LI WKH SRZHU FRPSD

5PV URRWP®PNMDQHG YDOXHV FDQ EH UHSRUWHG E\ VROLG VWDWH GLIJLWDO L
SRZHU ZKHQ ZDYH GLVWRUWLRQV H[LVW LQ DOWHUQDWLQJ FXUUHQW FLUFXLW
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PLQXWH VQWHKHQDWKH UHFRUGLQJ PHWHU VKRXOG EH VHW WR UHFI
PLQXWH LQWHUYDOV +RZHYHU LI WKH SRZHU FRPSDQ\ XVHV D PRYLC
GHPDQG GDWD WKH GDWD UHFRUGHU VKRXOG KDYH VLPMWDDU FDSDE
FDQ EH HPXODWHG E\ UHFRUGLQJ GDWD RQ RQH PLQXWH IL[HG LQWH
FRPR\TV LQWHUYDGW RVHQVLRRVWR IWZDUH +RZHYHU FDUH VKRXOG E
WKDW WKH IDFLOLW\ GRHV QRW FRQWD L ® XKD DG § R B B WHIDKWLIKQR/QI
PLQXWH SHDN ORDGV ZKLFK PD\ VKRZ XS GLITHUHQWO\ LQ D PRYLQJ |
$IWHU SURFHVVLQJ WKH @RWDQWOMUR BSEYHBRRRPBUW LW WR KRXUO\ G
DQG IXUWKHU DQDO\VLV

&DOLEUDWLRQ

OHWHWKRXOG EH FDOLEUDWHG DV UHFRPPHQGHG E\ WKH HTXLSPHQW
SURFHGXUHV RI UHFRJQL]J]HG PHDVXUHPHQW DXWKRULWLHYVY 3ULPDU\
RUGHMDQGDUG WUDFHBBEXOLHS FBOQWEVDRMHNGRAKEHINWHOLSRVVLEOH 6HQV
DQG PHWHULQJ HTXLSPHQW VKRXOG EH VHOHFWHG EDVHG LQ SDUW I
DELOLW\ WR KROG FDOLEUDWLRQ $Q DWWUDFWLYH VROXWLRQ LV W}
FDOLEUDWLQJ

6HOHFWIOEG E WHIWHFGWSFHURYLGHG LQ &KDSWHU

2SWLRQK&OH )DFLOLW\

2SWLROK&OH )DFLOLW\ LQYROYHV X VI RUBHWIHLLM FRRUAMMES W Z K R O H
DVVHVV WKH HQHUJ\ SWRIRB® OMRWHH [RV XU H P H Q W HEQGRRXROFGSIDUAV H V
HLWKHU WIKOH IZBWRWH DMRU VHFWLRQ 7KLV 2SWLR®@ GHRMMWRLQHYV WKI
(&0V DSSOLHG WR WE FAL®ERRWWR UM IEBEA IRIFKWMH VR $ O L Q F HI I KIRGLHNV \
PHWHUV DWH XIV@BSRUWHG XQGHU 2SWLRQ & LQFOXGH WKH SRVLWLY
QRMOFKDQJHV PDGIH EIQOWWH

2SWLRY &QWHQGHG IRU SSHMMBGLVOAUMHOBUWMH FRPSDUHG WR WKH UD
XQH[SODLQHG HQHUJ\ YDULDWLR QN ZKQEWNF FX W DWW @XHDZKR OB UJH
FRPSDUHG WR WKH XQH[S O DEDQHEONRQHED W DR QWK HQ WA \L Q J
EH HDV\ $OVR WKH OR @ DU Q\QKCHO SVHWE R G@RIMW/ D OODWLRQ WKH OHVV
VLIQLILFDQW LV WKWMHWPEXEW[BDDKRH®\ S DORDMMIERKXOG H[FHHG

RI WEBVHGIQMHHLIRX H[SHIFRQVRGHQWO\ GLVBUYLBURP WH AV K H
EDVHGDWD ZKHE S/RKMW L QY SHKWRUREHU WKDQ WZR \HDUYV

,GHQW LDWIEK BV JHV W KD WQR@ROX WH DXL D BLIWXWWIR FSQUWR DU\ FKDOOHQJF
DVVRFLDWHG ZL\8R W8 WLRDERNAL\QAHPRQLWRUHG IRU ORQJ SHULRGV
&KDSWHUQRGRXWLQH EBWMKOMPHQIWHIRUH \RX VKRXOG SHUIRUP SHI
LQVSHFWLRQV RI DOO HTXLSPHRRM GXQUWL Q B MBKRHIW R Q ¥ KHEUW R &
LQVSHFWLRQV LGH QWLW DKL) UIRADIRQY G/RK@IE LWLRQV 6XFK LQVSHFWLR
EH SDUW RI UHJXODU PRQLWRULQJ WR HQVXUH WKDW WKH LQWHQGH
IROORZHG

2SWIERQQHUJ\ 'DWD ,VVXHV

KHUH XWLOLW\ VXSSO\ LV RQO\ PHDVXUHI® BLVD IDVWEHEMWMUD CDBSRLQW LC
QHHGHG DIWFHBPEKURXSF ROIRWLAHKLFK LQGLYLGXDO SHUIRUPDQFH LV D

BHYHUDO PHWHUV PD\ EH XVIHGR IV RH FRHEOWYSUHH L\gMW R D IDFLOLW\ ,I D Pl
VXSSGIQGHWR D VIVWHP WKDW LG\PHUDRWW M PAL WKL BMWAKWMO\ RU LQGLUHF
PHWHUYV GDWD VKRXOG EHIDG EOXGHIHNMH WKL R MR B 19

6HH $SSHQG&HP 96 $( SURYLGHYV TXDQWLWDWLYH PHWKRGV IRU DVVHVVLQJ WKH LF
EDVHGDWD DUHWKRHW L QIH®H WIKRH® V
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OHWHUV VHUNYQWBWMEHUORZY IRVIZXLEEWHW QRW WR EH GHWHUPL(
LIQRUHG 6HSDUDWHO\ORHMWUMEG ARXWEIRRY LV RQH H[DPSOH

"HWHURDQHYBSDUDWHO\ IRU HDFKWHIW WHIIRRLPEBIKDW SHUIRUP
FKDQJHV FDVHEWHIV IRU VHSDUDWHO\ IFDHW EHRAEG! SHDW WAK IR U WV BHP H
PHDVXUHV RQO\ D VP D GG HUW FSMIIRQWRIWRDQH XVH LW PD\ EH WRWI
PHWHU V WR UMBXFIHBB®W WDVNV KHQ HOHFWULFDID PHWHUV
VKRXOG EH UHFRJQL]JHG WKDW VPDOO FRQVXPSWLRQ PHWHUV RI
ZLWK WKHP VR WKDW WKH WRWDOL]HG FRQVXPSWLRQ GDWD ZLO
LQIRUPDWLRQ

,] VHYHUDO GLIITHUHQW PHWH WG DWUHBRVKHQGHREKVABSWHDWDYLQJ D
SHULRG VKRXOG EH VHSDUDWHOADDXQRDY HEGI FRIIPIEW QWYXOMM B/GW D (
HDFK LQGLYLGXDO PHWHU LI WKH GDWHYV DUH UHSRUWHG

.l DQ\ Rl WKH HQHUJ\ GDWD DHSIRRIWIQ DFHERR BMIEGIOEV KHP DW L F D (
PRGADQ EH FUHDWHG WR ILOO LQ PLVVLYDD YGQRMD WKRZ P YL @K H
SHULRG VKRXOG VG MDRWM\PWKHNMH GDWD

2SWERQQHI\ ,QYRLFHV ,VVXHV

(QHUJ\ GDWD IRDUZS WIMRK)QEGHULYHG IURP XWLOLW\ PHWHUV HL\
WKH PHWHU RU IURP XWLOLW\ LQYRLFHYV :KHUH XWLOLW\ ELOO
UHFRJQL]JHG WK@MHO KRAULOBHWXTWVOU PHWHU UHDGLQJ LV QRW XVX
09 8WwWLOLW\ ELOOV VRPHWLPHYVY FRQWDLQ HVWLPDWHG GDWD H
FDQQRW EH GHWHUPLQHG IURP WKH ELOO LWVHOI ZKIHAWKIDWDO WK I
PHWHU UHDGLQJ 8QUHSRUWHG HVWLPDWHG PHWHU UHDGLQJV F
PRQWK V DQG DQG DOVR IRU WKH VXEVHTXHQW PRQWK RI WKH I
LOQYRLFH ZLWK DQ DFWXDO UHDGLQJ DIWHW RQDKIHRIMU PR UR XNV MALP
HQHUJ\ TXDEDPWLQYAIVSRUWY VKRXOG QRWH ZKHQ HVWLPDWHYV DUH

KHQ DQ HOHFWULFDO XWLOLW\ HVWLPDWHY D PHWHU UHDGLQJ
RI WKDW SHULRG

(QHUJ\ PD\ EHHWXEQGLUHFWO\ WR DV LIWAL @ MWAR\U DVIKIU IFDXXI1KO RW L HV
SURSDQH RU FRDO ,Q WKHVH VLWXDWLRQV WKH HQHUJ\ VXSSOI
WKH IDFLOLW\TV DFWXDO FRQVXPSWLRQ GXULQD MHKWHSHULRG E'
GRZQVWUHDP RI WKH VWRUDJH IDFLOLW\ PHDVXUHY HQHUJ\ XVH
GRZQVWUHDP PHWGHY H Q YCHIWRRIWHFDHFWMQ Y RLFH SHULRG VKRXOG
LQYRLFHV

2SWERQ@QGHSHRDGEHWDULDEOHYV

5HIJXODUO\ FKDQJLQJ SD U DIPFHHVOH@MN PO HH FONULHQLEIBOHCBHHE) G H Q W
YDULODEEGH DOVR ER[ LQ &KDSWHQGHSHQ@RPP\E QH @ HD EVIKHI\U
SURGXFWLRQ YROXPH DQG REP¥XPIDRFG LPHIOWVKRQMVDEXQLMRWU ZKRC
DQDO\WLV ZHDWKHU LV REXXBE WXW\8®HRI)OMCGRIRU BEWRGXFWLRQ KD
GHSHQGLQJ XSRQ WKH QDWXUH RI WKH LQGXVWULDO SURFHVV :
XQLWY RU YR@DXY HRWUIDFFK SURGXFW 2FFXSDQF\ LV GHILQHG LQ F
URRP RFFXSDQEXLROLRH RFFXSDQF\ KRXUV RFFXSLHG GD\V ZHF
UHVWDRXHNDQWDOHYV

ODWKHPDWLFDO PRGHIOQ@®H FD®G BI'OMH WBKH.\D E O M6 A SRGIVAO® Q
DQDODQE RWKHU IRUPV RI PDWKHPDWLFDO PRGHDQGQ 8 FHQGG QW
YDULDERHWRQVLGHIWHGIWE 6HH $SSHOBUPPHWHUYV ZKLFK KDYF
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VLIQLILFDR® WIMFHWLQHXNEHVERXOG EH LQRXVNGIE DB WXWHWPHQW V
ZKHQ GHWHWPYLIQQIVL QUXDWLRQ D E RU F

,QGHSHQGHQWKBRXOQBEEKHHVYHDVXUHG DQG UMERK ®NQMKWDWIOH VDPH
JRU H[DPSOH ZHDWKHU GDWD VKRXOG EH UHFRUGHG GDLO\ VR WKH\
WKH HIDFW PRQWHWMBIOQHIUISHULRG ZKLFK PD\ EH GLIIHUHQW IURP Wt
Rl VLPSOH PRQWHKPSWHDH) GDWDFIRWHD ®RWD PRQWK HQHUJ\ PHWHULQJ
LOQWURGXFHV XQQHFHVVDU\ HUURU LQWR WKH DQDO\VLYV

2SWERQDOFXODWLRQVY DQG ODWKHPDWLFDO ORGHOV

JRU 2SWLR@FRXWLQH DGWMKXYWRHQWDWLRQ D LV FDOFXODWHG E\ GH
PDWKHPDWLAIHBPRIKG PO QHBINHE SDWWRHRI®HO PD\ EH DV VLPSOH DV DQ
RUGHUHG OLVW RI WZHOMB HPUIR D @ WH &/ [PHR\Q WIKVDK R X W RZQAY G MX VW P H G
PRGHO RIWHQ LQFOXGHV UMRW R VYV LR I UDKYLEF &\ FUEHURY H GURVRIQH R U
PRUHQGHSHQGH QA XFIXUR B ROV G RRUGWMH B 8 WUBBMXKWBLQJ SHULRG OHQJ
SURGXFWLRQ RFFXSDQF\ DQG RU RSHUDWLQJ PRGH ORGHOV FDQ D¢
UHJUHVVLRQ SDUDPHWHUV IRU HDFK UDQJH Rl FRQGLWZRWQK VXFK D\
VHDVRQIHOXMH YDULRWMLR@®PSOH LQ VFKRROV HQHWKMW KL EXU®GLQJ"
EHWZHHQ WKH VFKRRO \HDU DQG WKH YDFDWLRQ SHULRG \RX PD\ QF
WKH GLITHUHQW XVDJH SHULRGV /DQGPDQ DQG +DEHUO D E

2SWLRMKRX®YB KRPSOHWH \HDUV RU PRQWKV RI FRQWLQXRXYV
EDVHGHQHIR@GG FRQWLQXRXV @WHS B UWNKIUREDHDBEGWKHRG ORGHOV ZKLFK
XVH RWKHUWRPPRQWKYV RU PRQWKYV IRU H[DPSOH FDQ F
E\ XQGHU B RYHWHQWLQJ QRUPDO PRGHY RI RSHUDWLRQ

OHWHU GDWD FDQ EH KRXUO\ IBELGRDWD PHRRYXWIOD\GDRRIDMKRXOG EH FI
LQWR GDLORLGADWRHVRX®EHS HRQ G H QW HTIXULIUHEOWR SURGXFH D UHDVR
EDVHORGHDLWKRXW VLIQLILFDQWO\ L Q8 UHTPVSQWHEKINY X QF HUWD L QW \
.DWLSDPXODRVVRFN HW DO 9DULDWLRQ LQ WKH GDLO\ GDWD RI\
F\F®H PRVW IDFLOLWLHV

oObQ\ PDWKHPDWLFDO PRGHOV DUH DB SAHRSHAW WH HRRIQZ5 WRRQY & XL W't
DSSOLFDWLRQ LAWRNHEWDEOXDWWRY LQG LIFYE W XFKHDY¥SBSHQGL[ %
$SSHQGL[ BRU SXEOLVKHG VWDWLVWLFDO OLWHUDWXUH FDQ KHOS \R>
RI \RXU VHOHFWHG PRGHO

2SWIEGR QHWHQ J

KROIDFLOQWWHDVXUHPHQWY FDQ XVH WKH XKMM.BW IGDWY RMWHUYV 8W
FRQVLGHUHG D FF X U D WWD MR BHMNWH/UWHP WKLY IJGDWD GHILQHYV WKH SI
HQHUJSBWIPHWWHU GDWD LV XVXDOO\ UHTXLUHRG WRIRBDBW IFRRPW HRIE MDD
RHQHWRPPRGLWLHYV

7KHQHWMXSSOLHUYY PHWHU V PD\ EH HTXLSSHG RU PRGLILHG WR SU|
WKDW FDQ EH UHHFARUGABOEWRIKHQJI HT ¥ GRIBBWX OKH FRQVWDQW RI
WKH SXOVRVWHD QAKRIXOG EH FDOLEUDWHG DJDLQVW D NQRZQ UHIHUH
UHFRUGHG E\ WKH XWLOLW\ PHWHU

$00 RWKHU S DU D PHWHXIMWHD IMAFDWM/RY NDHFRWER[ LQ &KDSWHU VKRXOG EH PHDVXU]
UHFRUGHGD\QH W R®@H SR UW L @V RS MEKRRIR X WLQH D GADXQV B/HP PQW MW LI QHHGHG VHH &KDSV

$GGLWLRQDO LQIRUPDWLRQ FRQFHUQLQJ WKHVH VHOHFWLRQ SURVWRKN MWFDQ EH
DO DQG LQ WKH $6+5$( +DQGERRN RI )XQGHPPHEGWDOBOVR SKOSLVE H Y
VHYHUDO VWDWLVWLFDO WHVWYV WR YDOLGDWH WKH XVHIXOQHVV RILGHULYHG UHJU
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6HSDUDWH PHWHUV IV WRQIOY G EQ WKEVEP B HOMRARIINKH DFFXUDF\
RI WKHVH PHWHUV VKRXOGOEH FRIMFRGEKUMWGZ LY KVBH D\ Rl FRPSD
UHDGLQJV ZLWK WKH XWLOLW\ PHWHU UHDGLQJV

2SWEBRQRVW

2SWLRQ BBWWHQGY RQ WKH WRNWEIMHVR| WRB WKH GLINWOGMFE RI V
IDFWRIUWN KLRHW KK UHP HQW VER XHR@EQRX WLQH D GAMXWLMDR HE K\H/

UHSRUW L QOKSHXDERG PHWHU RU BPIQWH UVARIUNVVZHEOO LI WKH PHWE
SURSHUO\ UHFRUGHG 7KLV FKRLFH UHTXLUHV QR H[WUD PHWHU

7KH FRYWUDFNLQJ ¥ WDQILHAGBEWRGV IDE VOUBYMT WHKHL KRR G R
VWDWEWRDQJH WKH GLIILFXOW\ RI GHWHFWLQJ FKDQJHV DQG V
LQ SODFH

2SWBR@HVW $SSOLFDWLRQV

2SWLRQY EHVW DSSOLHG ZKHUH

X 7TKHQHWBHUIRUPDQFH QHFKBILUBDYWREH DVVHVVH@OQRW MXVW WK
X 7KHUH DUH P D Q\&OAXSLH)V RRFH O L W\

X 7TKH&OV LQYROYH DFWLYLWLHYHAXRN HVL. GG LMEECOMOWR VHSDUD
RSHUDWRU WUDLQLQJ ZDOO RU ZLQGRZ XSJUDGHV IRU H[DP

X 7TKWD@IVPUH ODUJH FRPSDUHG @/ M AKHOGMIAHD D G K I HG@ R WW HQ J
SHULRKH $SSHQGL[ %

x :KHQ 5HWURODWLRQ WHFKQRU X4 VD 28 WL REVYQMHOH D P SOH
ZKHIRQ W H U D F W RYH\WH UDAFW L R Q&0 ¥ HDWZHWREVWDQWLD O

x ODMRU IXWXUH FKDQJHVY WR WKH IDFLOIHVSRDWH @QIIRSHH[LFRHFWH

$ VIVWHP Rl WUDPRNRAMERQ EH HVYWDEOLVKHG WR Q@DRIXM S@N VL
DGMXVWPHQWYV

Xx SHDVRQDEOH FRUUHODWLRQWH® B XMEH DRIGAUBGEKSIND IGHQ W
YDULWEOH

x

2SWLR@DOLEUDWHG 6LPXODWLRQ

2SWLR@DOLEUDWHG 6LPXODWLRQ LQYROYHV WKH XVH RI FRPSX
IDFLOQWURU RQH RU EWWWPRI MDKHT XDWLRQ SPYXNVRKEBWLRQ PR
FDOLEUDWHG VR WH®QMEDW B3/HHUGQL AD VWD @ SSUR[LPDWHO\ PDWEFK
GDWD

2SWLRA®Y EH XVHG WR DVVHVV WK(&SH U (FOFR. QMM RV FD 2HWLRQ &
+RZHYHU WKH 2SWLRQ ' VLPXODWLRQ W R R/D DIOIVRE U I\ R X WDFE Q10 )
HDFI€&O0 ZLWKLQ D F&OCBWIRSHF W

2SWLRR®Y DOVR EH XVWHW\G WR/ WVWKH SHUIRUPDQFH RI LIDELYLGND
DNLQ WR 2SWLRQV $ DQG % ,QHWKLIXMHDR XV W EH YWRMOHDPMNG ITURT
UHVW RI WKH IDFLOLW\ E\ DSSURSULDWH PHWNH3JYV DV GLVFXVVH

2SWLRQY XVHIXO ZKHUH

X %DVHEREHMEIDWD GR QRW H[LVW RU DUH XQDYDLODEOH 6XFK V
R $ QHZRQVWUXFWLRQ SURMHFW
R $ IDFIOBWQ VQHRHGLQJ WR EH DVVHVVHG VHSDUDWHO\ IURP W
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R $ FHQWUDOODPEBEWHBHICOERNHIHY QR LQDREYRHWDBO H[LVWV LQ WKH
EDVHGHQHE&W ZKHUH LQGLYLGXDO PHW(HIOM QVW/O EGEBDMWILR@DEO

f SHSRUB/WQBR®@HBDWD DUH XQDYDLODEOH RU REVFXUHG E\ IDFWRUV
TXDQWRPHWLUPHYY WRR GLIILFXOW I'WRLBKBUGLFW KR WX /X H AW
HOQHXMH ,QGSWWBHB® FKDQJHV RU QHZ HTXLSPHQW RIWHQ PDNH V
QRORXWLQH DGWRXVQPHXWWDWWH WKDW 2SWLRQV $ % RU & ZRXOG F
LQ WEONLQMWWHUPLQDWLRQ

f WLV GHVLUHG WRDGHWHWRE HWMWGCHQ GERIVGERW PHDVXUHPHQWYV
ZLWK 2SWLRQV $ RU % DUH WRR GLIILFXOW RU FRVWO\

1 WS R BBMIUQHRYGH WIA SUHGLFWHG E\ WKH VLPXODWLRDYVRUIWZDUH WK
SHUVLVW RQO\ LI WKH VLPXODWHG RS H UDSMIFQVLRIQW KZR OV AREG\E MQXH
FKDQJHVEDRPERQELWLRQV DQG PRGHOHG HTXLSPHQW SHUIRUPDQFH

2SWLRQ $ ,QVWDOODVBLRROIMHWILRIF DWQRQYKRXOG EH DGMXVWHG I

2SWLRY 'WKHUDUE PSSURDFK IRU HDYNWBWLEQBH QF\ LQFOXVER@MVAQ QHZ
GHVLJDK/HOS3 9ROXPH ,, WIDUWDM G 2&RQFHSWV DQG 28DNLR@IN IRU "HWHL
1HZ &RQVW UXUFRWLLREHYV JXLGD QF H) RQNB FVKOQDESWMRFA DEHYH W R
EXLOGLQJV

$FFXUDWH FRPSXWHU PRGHOR PH D BIQUHED VWD DWHRQKH PDMRU FKDOC
DVVRFLDWHG ZLWR EBRQYWRI®O WKH FRVWV RI WKLV PHWKRG ZKLOH PD
DFFXUDF\ WKHRR@QWWRAMKRXSOG EH FRQVLGHUHG ZKHQ XVLQJ 2SWLRQ

X 6LPXODWLRQ DQDO\WLY VKRXOG EH FRQGXFWHG E\ WUDLQHG SHUV
ERWK WKH VRIWZDUH DNMHFKMVXIHTKBOLEUDWLRQ

X ,QSXW GDWD VKRXOG UHSUHVRIQPD WKRIQEHYMORBD QO MBE/ORXIE®I DV SI
DYDLODEOH DFWXDO SHUIRUPDQFH GDWD IURP NH\ FRPSRQHQWYV L

X 7KH VLPXODWLRQ LQSXWV QHHG WR EH DGMXVWHG VR LWV UHVXO\
FRQVXPSWLRQ GDWD IURP PRQWKO\HKWROHWNMDBEG®YV L ZH W R DQ [DEFD-
&ORVH DIJUHHPHQW EHWZHHQ SUHEGRAWBGID RGXDOWX D Q \DXQ FD E QV
GHPRQVWUDWLRQ WKDW WKH VLPX®6RQW UEHX DGHWMK BRW B P GGLUHG L F W
6HH &KDSWHU

X 2SWLRIHTXLUHYV FDUHIXO 6GARKXMDHAWDWILRL@Q WRXWY VXUYH\ GDWD
RU PRQLWRULQJ GDWD XVHG WR GHILQH LQSXW YDKORMH/GDEXs FDOL
NHSW LQ SDSHU DQG HOHFWURQLF ILOHGHFIOD Y HGVWIR®XERXRPEGU VI
DYDLODEOH VRIWZDUH VR WKDW DQRWKHU SHUVRQ FDQ UHYLHZ W

x JRU QHZ FRQVWUXFWLRQ SURMHFWY PRGHOLQJ HIIRUWYV FDQ EH V
HQHUJ\ PRGHOHU WKDW®HNVUWHQ WG 'GPW KH G DWOR F W B\DBAKE. GAK \H DRDG
DGMXVWHG EDVHOLQH PRGHOV

%XLOGLQJ WASHV ZKLFK DUH QRW HDVLO\ VLPXODWHG LQFOXGH WKR'
x ODUJH DWULXPV

x D VLIQLILFDQW IUDFWLRQ RI WKH VSDFH XQGHUJURXQG RU JURXQ(
X XQXVXDO HWHULRU VKDSHYV

X FRPSOH[ VKDGLQRGRQRWIXUDWL

x D ODUJH QXPEHU RI GLVWLQFW JRQHV RI WHPSHUDWXUH FRQWURO
6RPH EXL@OV@EFIDQQRW EH VLPXODWHG ZLWKRXW JUHDW GLIILEXOW\
x DGGLWLRQ RI UDGLDQW EDUULHUYVY LQ DWWLFV DQG
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X VRPH FRPSOH[ +9%$& V\VWHP FKDQJHV

2SWLR@SHV RI 6LPXODWLRQ 3URJUDPV

,QIRUPDWLRQ RQ EXLSIURUIYDFRPRADWIFH)LHQUHQW SDUWFD ®I WKH
EH IRXGSSIHD&KHUHLQ

KROEHXLOGLRIODWLRQ SURJUDPV XVXDOO\ XVH KRXUO\ FDOFXOL
VLPSOLILHGVYWIR PRPR®OH@MWVR EH XVHG LI WKH EXLOGLQJYV KHDW
LOQWHUQDO ORDGV DQG +9%& WKWHWHR\S B Y BRMASFEVEH [3 CPRDI UDH V

XVHG WR VHEHOBMWH QG RSHUDWLRQ RI GHYLFHVY RU LQGXVWULD

$Q\ VRIWXADHIGI PXVW EH ZHOO GRFXPHQWHG DQ G XH OVR X\GH U VG
YDULHW\ Rl DYDLODEOH PHWKRGV LW LV SUXGHQW WR UHFHLYH
DXWKRULW\ RI WKH SURSRVHG PRGHOLQJ SURJUDP EHIRUH FRPP

2SWLRQ@DOLEUDWLRQ

6DYLGHWHUPLQHG ZIDWK EZPWHREQRQ RQH RU PRUH HRASOM HVWL
7KH DFFXUDPADRILGMMEHQGY RQ KRZ ZHOO WKH VLPXODWLRQ PRGH
SHUIRUPDQFH DQG KIRWHG QW EPHYERWHWRURABQFH

&DOLEUDWLRQ LV DFKLHYHG E\ YHUL IWHQY RKDEO W KMEBLLIBX\OD W K
SDWWHUQUFREWKRIPSDULQJ PRGHO UHV X0 W& DMRIHDVNKHD QRU ERCDON. E
GDWD LQFOXGH @PHHUBIN YUHGSH S HQ G H QA X&WDR WE B HDF WR U

&DOLEUDWLRQ RI EXLOGLQJ VLPXODWLRQV LV XVXDOO\ GRQH ZL
EH IURPHDLRG RI VWDEOH RSHUDWLRQ ,Q D QHZ EXLOGLQJ LW F
IXOO RFFXSDQF\ DQG EHIRUH WKH VWDII OHDUQV WKH EHVW ZD\\
GDWD VKRXOG EH GRBXOPHIIWB BQU@ WMWK FULSWLRQ RI LWV VRXUF

'"HWDLOHG RSHUDWLIQF GOHAS IWR FGWXHO R SGW WHD F DIOHLER [V MRDQ P
LQFOXGH RSHUDWLQJ FKDUDFWHULVWLFVY RFFXSDQF\ ZHDWKHU
YDULDEOHWIPDVYXEWHG IRU VKRUW LQWHUYDOV GD\ ZHHN RU PRQ
RSHUDWLQJ ORJV 7KH DFFEXUDF\ RI PHWHUYV VKRXOG EH YHULILF
UHVRXUFHY SHUPLW EXLOGLQJ YHQWLODWLRQ DQG LQILOWUDW
TXDQWLWLHYV RIWHQ YDU\ ZLGHOLIRJRRPHDSHEWPWQRWYVZLOPXHLP S U
DFFXUDF\ ZLWKRXW PXFR® RGLWHRYNMOFBRVRHDV XUH OLJKWLQJ

PRWRU FRQWURO FHQWHUV 7KHVHIVWHXYMAINHDG XN ISHUDRG P WG
EXLOGLQJ DXWRPDWLRQ V\NMOWH® LWRXMHHA AR WS DAKERIGHNWRIQHHO WHU Y |
6RPHWLPRN[SHQVLYH SRUWDEOH ORJJHUV ZKLFK DUH VAQFKURQ
HITHFWLYH WRHW R PRHDWQXW HRBHQWRQ HW DO +RXFHN HW DO

JROORZLQJ FROOHFWLRQ KIDBAD FODXF IS FF\D\OLULEEQJHD WEIRKD) VWHSYV LQ FIL
VLPXODWLRQ DUH DV OLVWHG EHORZ

$VVXPH RWKHU QHFHVVDU\ LOQSXW@WUWIDRHERVHUY DQG GRFXP

" KHQHYHU SRVVLEOH JDWKHU DFWXDO ZBBWKRE GIN®BFILIRAOV
ZHDWKHU FRQGLWLRQV YDULHG W HDOQ ZHEPWXWO\GDWP XWBQ G
VLPXODWLRQV +RZHYHU REWPWRDQJIZBIQ® ISHBH SMWDRIRU XVH
PD\ EH WRRHW XPLQJ DQG H[SHQVLYH | GHYHORSLQJ DQ DFWXL
GLIILWK®WMXVW DQ DYHUDJH ZHDWKHU ILOH WR UHVHPEOH DF
VWDWLVWLFDO PHWKRGYV

5XQ WKMOOWLRQ DQG YHULI\ WKDW LW SUHGLFWY RSHUDWLQJ
KXPLGLW\

&RPSDUH WKH NQPXIODWKDEGVY ZLWKHOYKHIBWWHURB WKH FDOLEL
SHULRG RQ DQ KRXUO\ RU PRQWKO\ EDVLYV
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(YDOXDWH BQ WMKHU®RMIHUHQFHY EHWZHHQ VLP X®DWDRR®DUHVXOWV
FKDUWV PRQWKO\ SHUFWIQW. BV IJHDSKQVH DIMWF BR@WKOSGRWYV KHOS
LGHQWLI\ WKH HUURU SDWWHUQV 7KH F OO KHED WQIREOBBOF X UDF\ VK
WR DFFRPPR ® BWEK GUKHW

S5HYLVH LQSXW GDWD LQ VWHS DQG UHSHDW VWHSVY DQG WR EL
FDOLEWBWERIQFDWLRQV LQ DERYH &ROOHFW PRUH WRWXDO RSH
PHHW WKH FDOLEUDWLRQ VSHFLILFDWLRQ LI QHFHVVDU\

7KH FUHDWLRQ DR®G F QP KIOWWAHR @R Q BXRPRIQWKO\ UDWKHU WKDQ KR
HQHWDWBOWR OLPLW WKH HIIRUW GIREEMEBSWLRDOLEH DW HREQW R
GHWHUPLQH VDYLQJV DW WKR (20 MGE\ED V WDNHIEED WHITRKQ SPH QW
LPSDFWHG E\ WKHRRPPHQGHG

2SWLRQDOFXODWLRQV

6DYLQJV FDQ EH GHWHUPLQYH 8 XOM\G I RREVMMNWALGBKEHEY HOLQH HQHUJ\
DQRU WHKHER WBMUMRG! UR (S URMEIEWK D SK\VLF MK HIMERLEQYD WH G
PRGUHQQFBREHZLWEOWIH) G RQH W KWRRXSWRMHFWY ZLWK D K\SRWKHW
EDVHCLDQXH EUDW HP® \P Q 56 0N S\R MK HIWLHFOIOQE D @& LD KIS FDUW L Q J
SHULRRQGLWLRQV EXW PHDVXUHG GDWD ZLOO RQE@XEBWYDLODEOH |
FRQGLWQRQWKHU FDVHDDRWKHPREHBE HQHUJ\ G DWKIH PYDOPM EHWQGH |
RI RSHUDWLQW FRQGLWLRQ

6DYLQJV ZLWK 2SWLRQ ' FDOQWEHRHYRWIRDWHRQ@®IDLWIRQV | DQG

J  %RWK IRUPV SUHVXPH WKW RWKIHHA X O IDEDIDM IBAE@GHY SERRIWK. Q J
SHUPRGHOV 7KH VDPH VDYLRAQHBLOUREMWE&HWHR HTXDWLRQV IRU DG
GDWD DQG VLPXODWLRQV

6DYLQIJWDVHEBRAGMWURP WKH FDOLEUGDRWE HP\R IGIMKR R
+t5HSRUWHQIHRGI UURP WKH FDOLEUDNKAGPRGHO I

2QH RIPRIGBOIULYHG WIQNBLRQIY\TXDWLRQ | PD\ EH UHSODFHG E\ WKH DF
HQHUYURZHYHU \RX PXVW DGMXVW \RXU FD6GRXGRLW RRIQNDIRK PMRIQHV K DL
WKH FDOLEUDWVYRQIBWURRG

6DYLQIJWDVHEDRAGMWURP WKH FDOLEUGDRWE HP\R IGRWMKER R
$FWXDO FD®HEBR® URQ
&DOLEUDWLRQ HUURU LQ WKHUBRKBULQRVSRQGLQU FDOLEUD

(TXDWPP® EH PRVW HDVLO\ XQWHE W RRICOESHILR/RQV VLQFH WKH ILQI
FRPSXWDWLRQ XVHV DFWXDO PHWHUHG GDWD UDWKHU WKDQ RQO\ W

2SWLRQQJIJRLEDIYLQGBIH/SRUWLQJ

I PXHWU SHUIRUPDQFH HYDOXDWLRQ\LVPHUSMIEXKGEURG WISMV LIRQVW \HDU
WKKE&OVDUH LQVWDOOHG ,Q OBWHEH\IOBIVY PBWAAQWKDQ 2SWLRQ ' LI
WKeDVHWMHRH®/MHWD I URP WKH ILUVW \HDU RI VWHDG\ RSHUDWLRQ D
& LV XVHG WR GHW HQHIRWHZ KKIDVKIHY TURP WKH ILUVW \HDU RI RSHUL
(&0ZDV LQVWDOOHG ,Q WRKIHND V LRNY XDWMHIRE\ HREGKHIEIIA VRRXTOVG EH

(TXDWLRQV | DQG J DUH WKH VDPH DV OHWKRGV DQG UHVSHEWLYHO\ IRXQG
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XVHG D WR FDOLEUDWH DQ 2S\WDRRQE' WA X DWD IERIEDDRKRI @R QPHFS W L F
PHDVXULQJ DWGEBMIWRIWQIDRO/VHY LQ WKH VHFRQG \HDU DQG EH\RQ

2SWLR@HVW $SSOLFDWLRQV
2SWLRY XVXDOO\ XVHG ZKHUH QR RWKHU 2SWLRQ LV IHDVLEOH
2SWLRY 'EHVW DSSOLHG ZKHUH

X (LWHKEDY H 6IQHHRGID W D HRUR LBM IUGHRGH \WGIDWD EXW QRW EBERBVXH RWH >
XQUHOLDEOH

X 7TKHUH DUH W&®R PDRODVVHVYV XVLQJ 2SWLRQV $ RU %

X 7TKH&OV LQYROYH GLIIXVH DFWLYLWLHY ZKLFK FDQQRW HDVLO
IDFLOWWK DV RSHUDWRU WUDLQLQJ RU ZDOO DQG ZLQGRZ XS

x 7KH SHUIRUPDBEFEHORLBOFREH HVWLPDWHG LQGLYKGXNEROHEMN K I
EXW WKH FRVWV RI 2SWLRQV $ RU % DUH H[FHVVLYH

X ,QWHUDFWLRQROEREBIHYPY HUDFWDYH HRRBEWH[ PDNLQJ WKH L\
WHFKQLTXHV RI 2SWLRQV $ DQG % LPSUDFWLFDO

X ODMRU IXWXUH FKDQJHV WR WKH | D FRIHERNADLUOQE GEE-SWILKRAGH I  1GVX (
ZD\ WR WUDFN WKH FKDQJHWDWQ  GPRSBIDWERDOW IRU WK

X $Q H[SHULHQHFWEBP XODWLRQ SURIHVVLRQDO LV DEOH WR JDWK|
FDOLEUDWH WKH VLPXODWLRQ PRGHO

X 7TKHDFLDQ®W\\W&ON FDQ EH PRGHOHG E\ ZHOO GRFXPHQWHG VLPX
X 6LPXODMRLIW@DUH SUHGLFWV PGEHIMNWHD HGWWOOEEHUBWDEQH DFFXUI

X 2Q0\ RQH \HDUYV SHUIRUPDQFH LV PHDVXUHG LPPHGLDWHO\ |
FRPPLVVLRQLKQHRPMXHIHPHQW SURJUDP

2SWLRQ 6HOHFWLRQ *XLGH

TKHHOHFWLRQ RI DQ ,0393 2SWLRQ LV D GHFLVLRQOVWKDW LV PDG
SURJUDP IRU HDFK SURMHFW EDVHG RQ WKH IXOO VHW RI SURM
SURIHVVLRQDO MXGRRWQWQHM KBAPRQ ORJLF XVHG LQ 2SWLRQ V
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JLIX2BWLRQ
6HOHFWLRQ :

6LPSOLILHG

)DFL
3HUIRUPDC

(&0
3HUIRUPDQEH

OHDV)DFLR
(&03HUIRUPDQEH

<t ///;;HF 1l

$EOH WF

(&0ZLWK
PHWE 6DYLQJ
o
1HHC
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SDUDPHWHUV |DDDGVHYWHUDFW|LYH HITHFWYV IDFLO LW\
DVVHYWHUPFWL DBV W LPHDWHNIQR Z Q
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$00 3DUDHIK{WHH\ 3DUDP 6LPXOD
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,3093 JUDPHZRUN/DQG 2SWLRQV



,W LV LPSRVVLEOH WR JHQHUDOL]H RQ WKH EHVW ,3093 2SWLRQ
NH\ SURMHFW FKDUDFWHULVWLFV VXJIJHVW FRPPRQO\ IDYRUHG =

7TDEOH 6 X
QRW WKH RQ
ODUNHG

X

o))

~

(&0 3URMHFW &KDUDFWHUL
JJHVWHG

O\ 2SWLRQYV

L
m

& <

E\HHG WR D&GAHYQ@GLYLGXDOO\

1HHG WR DVVHVV RQO\ WRWDO IDFLOLW

HUYI

([SHFWHDELQHWYV WKDQ RI XWLOLW\; P

HW

HU

6LIJQLILFDQF M @HBRRMLQJ Y D WLFDEOIHWY

LV

,(QWHUDFW IRMH( &LDIBHHFWYJIQILFDQW RU

XQ

PHI

D V. X

0DQ\ IXWXUH FKDQJHV AHDAPWHI® HZQ
ERXQGDU\

WK

/IRQJ WHUP SHUIRUPDQFH DVVHVVPH

Qw

QH

HG K

%DVHOLQH GDWD QRW DYDLODEOH

UDE

IRQVHFKQLFDO SHUVRQV PXVW XQGH

AUV

WD

QG

OHWHULQJ VNLOO DYDLODEOH

&RPSXWHU VLPXODWLRQ VNLOO DYD

LOL

DE O

([SHULHQFH UHDGLQJ XWLOLW\ ELOC(
DQDODWIDALODEOH

DV [

DQG

UIR

,3093 )UDPHZRUN DQG 2SWLRQV

PSWLR

RUPDQFH
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RUWYV
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SHUWQIFAWRI 6DYLQJV

$Q RUIJDQLVDWLRQ ZKLFK KDV LPSURYHG LWV HQHUJ\ HIILFLHQF\ LV |
SHUIRUPDQFH QRW RQO\ EHFDXVH LWV (&0V PD\ EH RI D NLQG WKDW
EXW DOVR WHKHDXEHLWLRQDO KHDGURRP LQ LWV HQHUJ\ EXGJHWYV PD
RI DYRLGDEOH HQHUJ\ ZDVWH WR SDVV XQFKDOOHQJHG

3HWL\QFH RI HQHUJ\ VDYLQJV FDQ EH DFKLHYHG EH\RQG WKH 0 9 UHS!
IROORZ RQ HIIRUWY WKB W EXUR R W R U 2RU JHWA0QD ZKLFK

FDQ VHDPOHVVO\ IROORZ WKH 0 9 SURFHVV ,I 2SWLRQV % DQG & VH
XVHG IRU YHULI\LQJ VDYLQJV WKH SURMHFW ZLOO KDYH PHWHULQJ I
FRQVXRBWIRRJH LPSRUWDQWO\ PRGHOV ZLOO DOVR KDYH EHHQ GHYH
ZLWK GULYLQJ IDFWRUV VXFK DV ZHDWK HW X DEHHWID PIN \R RREDAVON 17 Q €
FRQV XP SWKIIR/D DFFREDWYVMDOODWLRQ 7KLV HQDNRQHR/I DEWXYDRGLF F
DQG H[SHFWHG FRQVXPSWLRQ ZKLFK ZLOO UHDGLO\ UHYHDO DQG TX
XQUHODWHG ZDVWH HQDEOLQJ SURPSW UHPHGLDO DFWLRQ WR EH W
DYRLGDEOH FRVW LV GHHPHG VLJQLILFDQW

,3093 JUDPHZRUN/DQG 2SWLRQV



7KH SUHSDUDWERQRY MDQUHFRPPHQGW@BG LSDHWHRPLQDWLRQ $GYD
SODQQLQJ HQVXUHV WKDWDLQ Q DRI IOHIHVEHRSQIRUOO EH DYDLOL
LPSOHPHQWDWLORY RIWWKIH) DFFHSWDEOH EXGJHW

'DWD |URPDWHKBIQBHGHWD (@O RADNKEH ORVW RYHU WLPH 7KHUHIR
IRU IXWXUH UHIHUHQFH LQ FD(&H\F RMIGL WRRRFHQWDDRWH RRQY VKR X O
ILQG DQG HDV\ WE\XQBHUNVAMMDQBQG RWKHUV EHFDXVH \HDUV PD
DUH QHHGHG

$ FRPSOHWHODERXOG LQFOXGH GLVFXVVLRQ RI WKH IROORZLQJ

(&0 , QWH'GIWFULEHEW KIHVY LQWH QG H G RUSHMMRIMD ODYQGUWIKADW LR Q
SURFHGXUHV WKDW ZLOO EH XVHG WR YHUL (& X,/EAHYW LX'ODLP\S
SODQQHG FKDQJHV W R ETRQCIMRIER QD/V RA QRREHF XSLHG EXLOGLQJ
VHWWLQJV

6HOHFWHG ,3093 26GMOVARBQW %RXQ&WMRNI\ ZKLFK ,3093 2SWLRCH
GHILQHG LQ &KDSWHWUWYWO EH XVHG WRY GRIAWHV ALIGCHOWLILFDWLR
LOQFOXGH WKH GDWH RI SXEOLFDWLRQ RU WKH YHUVLRQ QXPEI
HGLWLRQ EHLQJ IROOREPHG (93093 9R IRU H[DPSOH ,GHQWLI\
PHDVXUHPHQW RRIRWKRDHDBBHWHUPLQDWLRQ 7KH ERXQGDU\ PD\ E
WKH IOHR@QHRWKURXJK D SLSH RU ZLUH RU DV EURDG DUDQNKH W
IDFLOLWNVHWLEH WKH QMWD RWBEBBYNRIGARBWHMXUHPHQW ERXQG
WRIJHWKHU ZLWK WKHLU SRVVLEOH HIIHFWYV VHH &KDSWHU

%DVHOIMHLRG (QHUJ\ DQG '&R@BHYWRW K HE DIVFHLEERQWE TWLRQV D
HQHWIDWD ZLWHKDYXWKIPHQW ERIQHIDU\SHUIRUPDQEB VAHROL\YHD |
HQHWXEDVHOBRQELWLRQV PD\ EH GHILQHG E\(H&W BHB YWIGH QRZ
WKH RWKHULSBQW\GIVT IDWH RSSRUWXQLW\ WR YHULI\ WKHP

$Q HQHUJ\ DXGLW XVHG IRU HVWDEONVIQUWRY WXH RRE MHHFMW VYRV
HQHUJ\ SHUIRUPD ®WVMDFR\WSWIRML G HV P RE/DW H [GEREMP B QW B W WK
QHHGHG 0L Q@ VKDYKLEDVHGRFKPHQWDWLRQ VKRXOG LQFOXGH

D ,GHQWLILFE®WVRGHUHRIGHSWH U
E $OODVHOQHFRQVXPSWLRQ DQG GHPDQG GDWD

F $IOOGHSHQGHOBWWDUEREQFLCHQRB W@DWIK WHKH SURGXFWLRQ
DPELHQW WHPSHUDWXUH

G $\OWOD W L FFIREEQFRIE L Q H @ HWHD W B H
2FFXSDQF\ W\SH GHQVLW\ DQG SHULRGV

2SHUDWLQJ FR® G ERDMROBASGRID WLQJ SHULRG DQG VHDVRQ
LQGHSHQGHQMW MOUWHDERSOH LQ DQ LEGXWRISEED®\8 URFHYV
FRQGLWLRQV PLJKW LQFOXGH SURGXFW W\SHRN UDZ PDW
SURGXFWLRQ VKLIWV SHED\GDRISGH DVEXQDERQELWLRQV PL.
OLJKW OHYHO VSDFH WHPSHUDWXUH KXPLGLW\ DQG YHQ\
WKHUPDO FRPIRUW DQG RU LOQGRRU DLU TXDOLW\ ,$4 PD
WKH QHZ VI\VWHP SHUIRUPV GLIIHUHQWO\ WKDQ WKH ROG
9ROXPH ,,

'"HVFULSWLHEQWRHBEQK LWLRQVY WKDW IDOO VKRUW RI UHT
HIDPSOH WKH VSBHABDWWX @GGEIDMHOERW(&KH. OO UHVWRUH
GHVLUHG WHPSHUDWXUH '"HWIXDOW ORU HD Q & FEINYBNDIV. RYHROQ WY/ K

0 930DQ &RQWHQWYV



HQHWDWD WR UH IO HAM WK+HPHQWUSURJUDPYV H[SHFWHG LPSUI
I[URPDVHGRQILLRQV

6LIH W\SH DQG LQVXODWLRQ RI DQ\ UHOHYDQW EXLOGLQJ H
URRIV GRRUV ZLQGRZV

(TXLSPHQW LQYHQWRU\ QDPHSODWH GDWD ORFDWLRQ FRQC
YLGHRWDSHY DUH HIIHFWLYH ZD\V WR UHFRUG HTXLSPHQW FR

(TXLSPHQW RSHUDWLQJ SUDFWLFHVY VFKHGXOHVY DQG VHWSR
SUHVVXUHYV

6LIQLILFDQW HTXLSPHQW SUREOHPVHOUOHRKR®IHY GXULQJ WK

7KHEDVHGRFKPMQAWD W\SLFDOOG RFHIXKHQWWGEHDXGLWY VXUYH\V LQ
DQG RUWKREBBWHWHULQJ DFWLYLWLHV 7KH H[WHQW RI WKLV LQIRU
PHDVXUHPHQW FKRAVMEDRYU WKH VB RSE HW HURK Q D W L

KHUH ZKRPHO BDWHWKRGYV DUH HPSOR\HG &KDOWHLW\ RU DOC
HTXLSPHQW DQG FRQGLWLRQV VKRXOG EH GRFXPHQWHG

SHSRUWLQJ ,3HHQWEHYRKBWLQFISIMUBRGLRG PD\ EH DV VKRUW DV D¢
LQVWDQWDBHQNRXWPHQW GXULQJ FRERPLWLRYLOR®I MQWKH WLPH
UHTXLUHG WR UHFRYHU RV KW KRIEQSUHR/ MW PP Q WHHR& KD S W H U

%DVLV IRU $GM¥XWVWWPHEWKH VHW RI| AR H@QHWRIRQWXWRPHQWY ZLOO
EH DGMXVWHG 7KH FRQGLWLR®SRPDW ERWVSHRELR RWWKH VHW RI1 LTI
FRQGLWLRQV $V GLVFXVVHG LQ &KDSWHU VDWKQRUWKRLFH GHWHL
UHSRUWH® IDBGIHBIHQH RUQRWPDOL]JHG VDYLQJV

$QDO\VLV 3URGSIBKUHWKH H[DFW GDWD DQDO\VLY SURFHGXUHV D«
DVVXPSWLRQV WR EWDXVBGARUMDARU HDFK P D VXKD W HSIRQW W R G H (
DOO RI LWV WHUP V LO)EG SWKQIG HIMAWHRU FEEPK LW LV YDOLG

(QHUBULFHWYHFLI\ WKH HQHUJ\ SULFHV WKDWDZAULMOEE XVHG WR YD
ZKHWKHU DQG KRZ VDYLQJV ZLOO EHIRGMXYMWEHEHLE KSUIWHY FKDQJI

OHWHU 6SHFLIGBEBWILIROGMKH PHWHULQJ SRLQWY DQG SHULRG V LI F
FROQWLQXRXWWROLQR@PHWHUY VSHFLI\ PHWHU FKDUDFWHULVWLF\
ZLWQHVVLQJ SURWRFRO PHWHU FRPFDOLEREDVWBRPYR PHGEGXUH URX
PHWKRG RI GHDOLQJ ZLWK ORVW GDWD VHH &KDSWHU

ORQLWRULQJ 5HVSRYWVILE QOUMMSIRQVLELOLWLHV | RUKHRIBRIUWLQJI DC
GDWRGHSHQGH QAN OAWD WE BHIDW MLABHW K ¥ U H P HQ W GERWXIGQGIDW K H
UHSRUWLQJ SHULRG

([SHFWHG $FFKYWUDFXDWH WKH H[SHFWHG DFFXUDF\ DVVRFLDWHG ZL
GDWD FDSW>XUBIQ&D3BWD DQDO\WLYVY 7KLY DVVHVVPHQW VKRXOG LQ
DQ\ IHDVLEOH TXDQWLWDWLYH PHDVXQHWKRH RHKMHVEHMA B RV \X Q RIGU
DGMXVWPR EWVXVHG LKGANKXH CQEOWRWYW 6HH &KDSWHU DQG $SSHQ

%XGIHWILQH WKH EXGJHW DQG WKH UNDRXGBNWHUR TR DWHGR QR E RWKH
LQLWLDO VHWXS FRVWV DQG RQUIRERUVFRYWSHMKERBXIJKRXW WKH

5HSRUW )R&SHFW I\ KRZ UHVXOWY ZLOO EH UHSRUWHG DQG GRFXPH(
VDPS®OIHHDFK UHSRUW VKRXOG EH LQFOXGHG

4XDOLW\ $VVXSHREHN TRNOXKWDQFH SURFHGXUHV WKDW) IV OO EH XV
UHSRUWY DQG DQ\ LQWHU WPKUWWHS\WR U/ BUHSDULQ

0 930DQ &RQWHQWV



'"HSHQGLQJ XSRQ WKH FLUFXPVWDQFHY RI HDFK SURMHFW VRPH
EH GLVFXVVHG LQO B F&PQOHWH

)RU 2SWLRQ $

X

-XVWLILFDWLRQ RPHSWURDWKKN YDOXHYV HWRVE A DOE/YRD LD O O
WKH VRXUFHHRWWKBHWHGKRD XMKWH RYHUDOO VLAQWILADKWHANM RI \
WKH WRWDOMHYBEQFWHSRUWLQJ WKH UD @ DH IRQ WIRH LIRVN G EALHV |
UDQJH RI SODXVLEGHWDPBWYDIRHWHKMH V

SHULRGLF ,QVSHFMWQHR WMKH SHULRGLF LQVSHFWLR QW MSRODUWWE DO
SHUMRRG YHULI\ WKDW HTXLSPHQW LV VWLOO LQ SODFH DQG RS
W KHV W L POINOHGH V

JRU 2SWLRQ

X

6RIWZDUH 3BBRUW WKH QDPH DQG YHUVLRQ QXPEHU RI WKH V
XVHG

,QSXW 2XWSXWRMW®H D SDSHU DQG HOHFWURQLF FRS\ RI WKH
ZHDWKHU ILOHV XVHG IRU WKH VLPXODWLRQ

OHDVXUHG 1RWM ZKQBEXW SDUDPHWHUY ZHUH PHDVXUHG DQG Z
'"HVFULEH WKH SURFHVYV RI REWDLQLQJ DQ\ PHDVXUHG GDWD

&DOLEUDWBRQWQHBIQG RSHUDWLQJ GDWD X¥HHSRIRW WRELEUD
DFFXUDF\ ZLWK ZKLFK WRHPDWKKO W HRRXD 8 HEXMDW L R Q

‘KHUH WKH QDWXUH RI IXWXUH FKDQJHV FDQ EH DQWLFLSDWHG
QRQRXWLQH DGMXVWPHQWYV

7LPH DQGHBXGHTXLUHPHQWY LWHP DERYH DUH RIWHQ XQGHL
LQFRPSOHWH GDWD FROOHFWLRQ $ OMD YV LI H D WIH) D /G RIH V'V
WKDQ DQ LQFRPSOHWH RU SRRUO\ GRQH GHWHUPLQDW\LRQ ZKLF
XQGHWGHG &KDSWHU CEGH@UHH VW HW UFDROMAR | |V

,VVXHV DULVLQJ DQQ GBPRURSGAIQWFXVVHG LQ WKH H[DPSOHV VKRZ
7KH ZHEVLWH RI (IILFLHQF\ 9DDXD WYRQ QG FRAWVYDWQR® JURZLQ.
VHOHFWLRQOR® 2DBROH

0 930DQ &RQWHQWYV



0 9 5HSRUWYV VKRXOG EH SUHSDUHG DQGO QUHHYVBPKIWIS®W DY GHILQHG LC
&RPSOHWHHSRUWY VIRXD® OBV

X

X X X X

X

2EVHUYHG G DWWHB RU WIKHWEHDVKGHP H QWWHHIW P® G HQG SRLQWV L
WKHQHWBIDWD DQG WKH lYD®KSINQRSIHVMHY D UL DE O H

'"HVFULSWLRQ DQG MX¥RUUHBPWLR@QWYIRDAHQWR REVHUYHG GDWD
JRU 2SWIUWKMH HIWHWMGPDWHG YDOXHYV
(QHUSUL¥FHKHG XOH XVHG

$O00 GHWDEOV HQIRIMIMR XWLQH DSMYWNPHGW 'HWDLOV VKRXOG LQFOX
HISODQDWHREXRRW LQ FRQG LBADIVRHIDML. Q H (BBHD VWHEBY HUYHG IDFWV DQC
DVVXPSWLRQV DQG WKH HQJLQHHULQJ FDOFXODWLRQV OHDGLQJ \

&RPSXWHBLOQGBWVQHWIAG PRQHWDU\ XQLWYV

0 9 UHSRUWV VKRROOWREW KHILWWHDGHUVY OHYHOV RI XQGHUVWDQGLC

(QHUBDQDJHUV VKRX0OG UYHMBRI WK EDIPA RRMKBDWLQJ VWDIlI 6XFK UHY
PD\ XQFRYHU XVHIXO LQIRUPDWLR Q HDEHRXRUKRZHW K HR SIHRULIDW WQ X VWD |
FRXOG EHQHILWQBRO HRIUHHRH WREVXPSWLRQ FKDUD FIVFHDLMWLFV RI

0 95 HSRUWLQJ



;3093 LV D IUDPHZRUN RI GHILQLWLRQV D QG VDHW RGN HHUJ\SRIR S |
ZDWHU XVH RU GHPDQG 7KH ,3093 JXDGHYOOIRAU W & BFGE HYFH DR M €
,3093 LV ZULWWHQ WR DOORZ PD[LPXB QO BAKE DOIL WG K IQUE QH DVR. @
SULQFLSOHV RI DFFXUDF\ FRPSOHWHQHVY FRQVHUYDWLYHQHV\
WUDQVSDUHQF\ &KDSWHU

8VHUV FODLPHQHEADWKHB093 PXVW

,GHQWLI\ WKH SHUVRQ UHVSRQVVEBHIIRB OISO YYRQIPWIKH QA V
VXUH WIKDW3IWHR® IROORZHG IRU WKIHHERUDYWQ R @ HRU LWRIGH

'HYHORS D F R PSIDHEL F K

x FOHDUO\ VWDWHYV WKH GDWH RI SXEOLFDWLRQ RU WKH YHU"
9ROXPH EHLQJ IROORZHG

XVHV WHUPLQRORJ\ FRQVLVWHQW ZLWK WKH GHILQLWLRQV

LQFOXGHY DOO LQIRUPDW LR ROMHEMBH B Q&M IGDISQVWHKH RI WKH S
HGLWLRQ

LV DSSURYHG E\ DOO SDUWLH\VZ L\WK HIDMBWBGGLQ DGKHUHQF
LV FRQVLVWHQW ZL WX IAMKR Z Q LIQF BKDW R U

JROORZ WKH DSSURYH® 93@BQAPO GKHUHQW

SUH®IDUBHSRUWY FRQWDLQLQJ WKH LQORVUPHIR R BBYWURQ I
&KDSWHU

8VHUV ZLVKLQJ WR VSHFLI\ WKH XVH RI ,3093 LQ DQ HQHUJ\ SHU|
PD\ XVH SKUDVHV WXGKWHUPERDWLRQ RI DFWXDO HQHUJ\ DQG PI
FXUUHQW EHVW SUDFWLFH DV GHILQHG LQ ,3093 9ROXPH , (92

6SHFLILFDWLRQ PD\ JR IXUWKHU WR LQFOXGH 37KH 0 9 30DQ VKL
DQG EHRXSSUE\««” DQG PD\ DOVR LI NQRZQ DW WKH WI
DSSURYDO DGG 3:IROORZLQJ ,3093 2SWLRQ « °~

$GKHUHQFH ZLWK ,3093



%H\RQG WKH EDVLF IUDPHZRUN GHVFULEHG LQ &KDSWHU WKHUH D
FRPPRQO\ DULVH UKHDB8@GIABH2Z/SMWRR®Y FKRVHQ (DFK RI WKHVH LVVXHYV
WKLV &KDSWHU

$SSO\LQJ (QHUJ\ 3ULFHYV

&RWWYLQOVH GHWHUPLQHG E\ DSSO\LQVRFKKIG O WRSW KB WR CSARFIHQ J
HTXDWLRQ

&ERVOW Y LQ R+ &
:KHH

& &RVW REIDW KBIIQMHHE XV DUV XVWPHQWYV
& &RVW RIHEBRHM W L HIQFHBIARGDEW XVWPHQWV

&RVWY VKRXOG EH GHWHUPLQHG BAFEKH&SX\Q ) JL @/ kiR REDEWMLBUILERWK &

"KHQ WKH FRQGLWHSRYVWRLIQMUSHIUMHRRG@G DV WKH EDVLV VR UPBRUWLQJ |
L BYRLGHG KQBHKIDSWHU WKH S$PKAB XOHJRS RMKWL Q. SHULMREEO O\
XVHG WR FRPSXWH ®DYRLGHG FRVW

([DPSOHV RI WKH DSSOLFDWLRQ RI HQHUJ\ SULFHV DUH FRQWDLQHG

SULFRAKHGXOHYV

7KH SWIFKKHGXOH VKRXOG EH REWDLQHG IURP WKH HQHUJ\ VXSSOLHU
LQFOXGH DOO HOHPHQWY WKDW DUH DIIHFWHG E\ PHWHUHG DPRXQW
GHPDQG FKDUJHV WUDQVIRUPHGHPDKGL WENWERKHA B/ LIPHWYVEM X VWP H
HDUO\ SD\PHQW GLVFRXQWY DQG WD[HV

B3ULFH VFKHGXOHV PD\ FKDQJH DW SRLQWYV LQ WLPH GLITHUHQW IURP
DQG&LY) (TXDWLRQ VKRXOG EH FRPSXWHG IRU SHKWLFOTBEWHNM FW O\ DO
7KLY DOLJQPHQW PD\ UHTXLUH DQ HVWLPDWHG DOORFDWLRQ RI TXD(
SULFH FKDQJH GDWH 7KH DOORFDWLRQ PHWKRGRORBQWKIRXOG EH W
VXSSOLHU

7KH VHOHFWIF& HGXGH IRPNEDW WKEHOGRDWWROODWLRQ RU FKDQJHG D
FKDQJH ,QFUHDVLQJ SULFHVSDLPDFNKRHUWRG WKAUHDVLQJ SULFHV 2
OHQJWKHQ WKH SD\EDFN ISOHERE WAKZ X0 V& BIW SGUKREQ SKHEH D
WKLUG SDUW\ KDV LQY HVFLIOGE W DUL RIZ ¥F B RGEDSRIRWLQJI LV QRW
QRUPDOO\ DOORZHG WR GURS EHORZ WKDW ZKLFK SUHYDLOHG DW W|
LQYHVWPHQW

6HH &KIDBWIRU WKH GHDIYQ DVBWRIQDRIVR &KDSWHU IRU GLVFXVVLRQ RI WKH
GLIIHUHQFH EHWZBHIQDBGHIUWRLGHG HQHUJ\ RU QRUPDDPHG VDYLQJV
GLVFXVVLRQ DSSOLHV WR WK} BYLIGIQE TRY \E HDWYRHBQ FRYV WU QRUPDOL]JHG FRVW
VDYLQJV

$GMXVWPHQWNKH DSSURSULDWH RQHV GHVFULEHG LQ &KDSWHU

2ZWKHU &R PP\RXHV



oObUJLBQDEH

$Q DOWHUQDWH YRUSYB/®NGEE®HYROYHV PNQWEKROWDYHG W K H
PDUJLQDGISQHBE¥H FDUHIXO WR H@WX UG D/OKSYD BMKE IRU WKH OH
FRQVXPSWLRQ DQG GHEDYE RROBHRIRUWKEGI SHULRG

$YHUDJH RU EOHQGHG SULFHV GHWHUPHIQHIH B\ FRQY\LGR W IER@ C
GLITHUH®WD UUERDW ) WKLYV VLWXDWLRQ DYHUDJH WD MWHIR/HRWND W/
FRWWYLQQOW VKRXOG QRW EH XVHG

)XHWALWFKLQJ DQG 3ULFH 6FKHGXOH &KDQJHYV

7KH &KDSWHU JHQHUDO VWUDWHJVRK DG SOMY @ ® OBHH S\RIRHL Q U |
SHUHRGH ULDWURGXFHV VRPH VSHFLDO FRO FUUGHWHYLB F\K Z& IO LV
W\SH RU D FKDQJH LQ SULFH E[FYXH G RGH FRHUNZIHHIGF K F\RIGAV/X D W L R
DULVH IRU H[DPS(@H LQKB®AHAD QJH WR DIRRQ@H B UF RMYHNN \W K H

XVH SDWWHUQ VXFK WKDW WKH IDFLOLW\ TXDOLILHV IRU D GLIIH

,Q VXFK VLWXDWLRQY¥FKKHGEGX CWHEBYMMEKEFPHRRGLW\ WR &&HQWHUPLQH
(TXDWLRQ 7KH SULFHJYBRHNSWMIUOARE P GEHWVY VKRXOG EH XVHG L
GHWHUPLQHRYZH& HU ERWKSRRFMHRGAEKHGXOHY ZRXOG EH IRU WKH
XVXDO@HWRHWLQJ SHULRG

JRU HIDPSOHDWK®JIKVYRXUFH LV FKDQJHG IURP HOHFWULFLW\ WR
UHSRUWLGUSESHHY RBEKRIQO&L XWHH S\RAHW L QY SIOBIERMBUINERK WG X OH TRU |
HOHFWUIZRXWG XWH SRKHWR @Y SBUWLFH VFKHGXOH IRU WKH QHZ JC
UHSRUWLQVY SIOUWIEMBUEALWAKHG XOH IRU DQ\ UHPDLQLQJ HOHFWUL

+RZHYHU WKLV WUHDWPHQW Rl DQVERMGHIXQWWH.BRQ@B Y BDRIWQDIS KIS
ZDV QRWWS RIEWKHEHLQJ DVVHVVHG )RU H[DPSOH LI WKH XWLOL
VWUXFWXUHV IRU QR UK®N R QEWHH QD VDN ® HWR MEKHWKH &KDSWH U
SULQFLSOH RI XVLQJ WKH V DFH &JVIWHOVFRESEDHVIRU &

%DVHOLQH $ GINRXB/RAKRAHLQMAV

&RQGLWLRQV ZKLFK YDU\ LQ D SUHGLFW HEOHHXMH/ K L RV DX @&/ KOHU I
PHDVXUHPHQW EBN@QRMIPDOO\ LOFOXGHG ZLWKKXYWKIHRRWWRHPD
DGMXVWEBHYWMLEHG LQ &KDSWHU KWUWUR B R KDSHHW HRE RXUU RLA
FRQGLWLRQVPHDW K U@ PHCHN EZKX QK DWH R W K KN WZDLW HEAMOQV L F
URXWLQH D G NDOVAR PEHIRMEMDGYHK V WPXVOW EH PDGH &XKBIS VWY R

1IRQURXWLQH DGMMVWHHQWGE® ZKHUH D FKDQJH RFFXUV WR HTXLS]
WKPHHDVXUHPH QW [ERMQEDMHS HYH BEF K FKDQJH R¥WOWW Ky R0VBW R U
WRQGHSHQGHQMW)RD WH[DPSEHE LPOURYHG WKH HIILFKXPEHURRID OD!
OLJKW IL[WXUHV :KHQ PRUH OLJKW(&O[WXWWM D ZGRNRIR@VMVDBIO O H G
DGMXVWPW@PWGH 7KH HMQMIRIDWKIG H{WUD IL[WXUHEDDDHWVORQBHG
HQHWR WK &0 MWK MMDMYLQHAVYH VWLOO UHSRUWHG

IDXHMVWLPIRWHG/H LQ ,309 D YHWORPERVHQ WR HOLPLQDWH WKH
DGMXVWHKHIWRKDQJHV KD S S P QDAXWHKIPH QMW HZ R K QREKIDB\W H U
7TKHUHQRORXWDGMXVWPO EWVWDYRLGHG XVLQJ 2SWLRQ $ )RU H[D
FRROLQJ OR\DWGLPDBWAIGHU WKDQ PHDVXUHG LQ RUGBIYLWRVGHWH U
FUHDBWHIG FKLOOH U &DI | SFWHOQFU HOVURGE®AWLRQ LQFUHDVHG WKH C
ORDG ZLWHKIDY XWKHPHQW BERXBEBU\WLQFH 2SWLRQ $ ZDV FKRVHQ
FRROLQJ ORDW&D VHERW WHEKHBGKH XVH Rl 2SWLRQ $ DYRDRRKG WK F
URXWLQH DGMXVWPHQW

%DVHEBRQBLWLRQV QHHG WR EH |R®O3 CCIRE XNVPHIIWV A &/DMIQI\MAKEH Q
IDFWRJQ EH LGHQWL | LOIGORQY @ ISR DIEBDOHV P QWY LPSRUWDQW W
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PHWKRG Rl WUDFNLQJ DQG UHSR UW IMDWHKDIKAMVRUEY DFKH QY RDPH
FRQGLWLRQV PD\ EH SHUIRUPHG ERLRQ AU WKBIHDR H/@WKLRQWWD W LQ J
RU D WKLUG SDUW\ YHULILHU ,W0\oKRX 2@ RE ELIODOWD EDEN KHIG LOHE R U V
VWDWLF IDFWRU

"KHUH WKH QDWXUH RI IXWXUH FKDQJHV FDQ EH DQWLFRGDWHG PHW
URXWLQRHDIMNRXNDG EH LQFORGODQQ WKH

IRQURXWLQH DGMMVWHWOWRLQHG IURP DFVWDDMOFRD @MWXPEG SK\VL
HTXLSPHQW RU RWBULRWLBRWRWLPHY LW PD\ EH GLIILFXOW WR TXDQ\
FKDQJHV IRU H[DPSOH LI WKH\ DUH QXPHURXVFRCH@RWIZHOO GRFXP
FRQVXPSWLRQ UHFRUBQ ML XWAIGHWR SDFW RI VXFK FKOWQYIRY WKH LPS
WKBFLOMQHWRQVXPSWLRQ PXVW ILUVW EW HHCRLYTHKG E\ 2SWILRQ &
FDQQRW EH XVHG WDR IGRHMIQUIFDKRLIDH H WM WHLY DOVR XVHG WR TXDQW
WKH LPSDFW RIVAKD\WUAVDFR/RUV

7KH 5ROH 21 8QFHUWDLQW\ $FFXUDF\

7KH PHDVXUHPHQW RI DQ\ SK\WVLFDO TXDQWLW\ LQFOXGHV HUURUV E|
LV DFFXUDWH (UURUV DUH WKH BYLHIG DIQEOWVU®EHWIHBEQ REVH

VDYLGHWHUPLQDWLRQ SURFHVV HUURUV S UMDY @EWVKMLRI®FW GHW
XVXDOO\ LQYROYHV DW OHDVW W ZED VX®KWBHH DR X W H -BOBMULRIER U V

DQG ZKDWHYHU HUURU H[LVWV LQ TR H@PRPISK WH® B GAMOH W IR VW QOWD Q'
XQFHUWDM QWEHSWDEOH WF WKGBISRHUW RHIFHUWDLQ WR PDQDJH WK
LQKHUHQW LQ PHDYVQDEOPHYW PG GHYHORSLQIJDOBAPSOHPHQWLQJ

&EKDUDFWHUNVODWLBWWHODPLQDWLRQ SURFHVY ZKLFK VKRXOG EH FDUH
PDQDJH DFFXUDF\ RDUHQFHUWDLQW\

X ,QVWUXRXPMDWKUHPHQW HTXLSPXIW R &D R I DENDWVE Q
PHDVXUHPHQW RU LPSURSHU PHWHU VHOHFWLRQ LQVWDOODWLRQ

X ORGHGIMPKIH LQDELOLW\ WR ILQG PDWKHPDWLFDO IRUPV WKDW [XOC
HOHXMH ORGHOLQJ HUURUV FUDRSBEHDAH IWRFIWDILRQ DO IRUP LQFOX
LUUHOHYDQW YDULDEOHY RU H[FOXVLRQ RI UHOHYDQW YDULDEOH

Xx 6DPSO+tXQVH RI D VRDIPBRH IXOO SRSXODWLRQ RI LWHPV RU HYHQWYV
SRSXODWLRQ LQWURGXFHYV HUURNVNLBY DQUHMNDOXWVRZLWKHQYWKH SR
ELDVHG VDBHSO®BEQPQIY EH GRQH LQ HLWKHU D SK\VLFDO VHQVH L H
OLJKWLQJ IL[WXUHV DUH PHDVXUHG RU D WHPSRUDO VHQVH LQVYV
SHU KRXU

X ,QWHUDFWLEH\RQBFWBMXUHPHQW WRPQGDUM QRW IXOO\ LQFOXGHG
VDYLBRPSXWDWLRQ PHWKRGRORJ\

X (VWLPDRNLSOQUDPHWHUV XVUQWRBEWLRKDE) PHDVXUHPH®W <RX FDQ F
YDULDWLRQ EHWZHH @ WWKLHP B BVUIERP BVGHUHMW UXH YDOXH WKURXJK FDI
RI WK GHVLIJQ FDUHIXO HVWLPDWLQJ RI(®KHOSSHBRWHR®O WD IWAG FI
LQVWDOODWLRQ

OHWKRGV Rl IXBIgWQXDYLQJ DQG UHGXFLQJ VRPH RI WKHVH XQFHUW
WKLV GRFXPHQWI$S$SEQGEER[OLVWY VRPH UHIHUHQFHV IURP GLIIHUI
DSSOMWDQEDURIWDO\VLY PHWKRG WV DIWR QURMHMSLFDWLRQ 7KHVH
TXD@PWMWLRQ WRROV VKRXOG RQOQ0 B3 DBG RURGEHYWR RSHWWHWKH L Q
XQFHUWDNVNRWLDWHG ZQL WK BESWILIRFQ BODUDFWHULVWLFV

$V XVHG LQ WKLV 3UBWRVRIRWIDMHIBUQWR ULIJRURXYV VWDWLVWLFDW SURFHGXUHYV
DGGUHVVHG LQ $SSHQGL[ %
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(VWDEOLVK WKH XVWDY I QFFKHUDWD BEGMH 2 G0 VEPJ S URKIDSW H U

GLVFXVVHV VRPH LVVXHV LQ HVWDEOLVKLUQU \WQBFWRUUHFW O
SURMHFW $SSHIHGLQ B KRDYOLMEWWN EH UHODWLYH WR VWDWLV\
EDWHL QEWDO BRWHSRUWV WR EH YDOLG

7KH DFFXUDF\ Rl DQ\ PHDVXUHG YDOXH LV SURSHUO\ H[SUHVVHG

WKH WUXH YDOXH WR |DORQ IZ GWIQALR FFDO© B®HODRPHWHU PD\ PHD'

FRQVXPSWLRQ DV S MIQE MRV R QWHQDW VF RIQQGGRIQFH 6 XFK

VWDWHPHQW PHDQV WKDW RI WKH UHDGLQJV RI WKH VDPH WL
DQG XQLWYV

,Q PDYLGHWHUPLQMWHRYLE®H WR TXDQW LD\F RV XEXAM XW K DQW\
RI WKHP 7KHUHIRUH ZKHQSEBPRAQYVYQURBQUHSRUW ERWK TXDQWLII
IDFWRQ@GE DIC\DROLWDWLYH HOHPHQWYV RI XQFHW®RWOQLHWD Q GK H HSERWF
XQFHUWDLQW\ IDFWRUV HLWKHU TXDOLWDWLYHO\ RU TXDQWLWI

KHQ \RX GHSBHEEHMIWRLYIDQQBHERUW UHBRLULMWKKBR PRUH
VLIQLILFDWWD®LWIKHVO HDV MW @QIXIREBRQQYPFHWHWNG TXDQWLWLHYVY H
FRQVWDQWY XVHG LQ WKH TXREWBEMADWLRQ SURFHVY 6HH

&RVW
7KH FRVWHWHUWBDNYQAUHEHQGY RQ PDQ\ IDFWRUV VXFK DV
x ,3093 2SWLRQ VHOHFWHG
X WKH QXPEHOWIRQWEKH FRPSOH[LW\ DQG DPRXQW RI LQWHUDFWLF

X QXPEHU RI HQHUJ\ IORAYD \DFWHRPHQWHER XQWDRQ®V $ % RU ' ZK}F
DSSOLHG WR D VA\VWHP RQO\

Xx OHYHO RI GHWDLO DQG HIIRUW EDVRBEMMHG/ZRYK 6N AGE®G LRI
2SWLRQ VHOHFWHG

x DPRXQW DQG FRPSOH[LW\ RI WKH PHDVXUHPHQW HTXLSPHQW
FDOLEUDWREDRQJ UHPRYDO

VDPSWHHYV XVHG IRU P HW HWILH H TWH.SSWPHINMHD W D W
DPRXQW RI HQJLQHHULQJ UHTXLUHHGY W RPERWHED G 2806 ISFRQWV $V

X QXPEHU DQG FREQGHBPBMQEFHQWKLPULDEWWWFFRXQWHG IRU LQ P
PRGHOV

GXUDWLROQHRB RWHHQ R G

DFFXUDF\ UHTXLUHPHQWYV

VDYLQHVRUW UHTXLUHPHQWYV

SURFHVV RI UHYLHZLQJ RUDWHQDRIGQJ UHSRUWHG

HISHULHQFH DQG SURIHVVLRQDO TXDOLILFIWVWYRQVYVRI WKH SHI
GHWHUPLQDWLRQ

0 9 FRVWV VKREOGREHJLDWH IRU WKWDYILIPWRHH)SQBWB R WKH

SD\EDFN SHULRG DQG WKH UHSRUW XVHUVY LQWHUHVWY LQ DFF
UHSRUWLQJ SURFHVV 2IWHQ WKHWRWEKRVYWME MB Q@ WELHY M ¥ DVUXHE&E DI
FROQWURO RSHUDWLRQDO IHHGEDFN EROONIQQ D QWWR R W@ 53D B W RJH
SURMHFWY PD\ EHDU D ODUBRVWYK MNK Q R/IDNBHORI DFFXUDWHO\ HV
VDYLOQHQHUDW&® 2\KLFK ZLOO EH UHSHDWHG +RZHYHU ,3093 LV

X X X X X
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SRVVLEOH ZD\V WR GRFXPH®@WVW KWK X WYVRFBEMBEYHORS ORZ
SURFHGXUHYVY WKDW SURYLGH DGHTXDWH LQIRUPDWLRQ

W LV GLIILFXOW WR JHQHUD 8 UHQME RRPOW3IFRSML\R (RU WIKQFBLIHDFK SUR
KDYH LWV RZQ EXGOHW KIRZHX HQF XU QWKBRUMHHHRR\HGE WR SURYLGH
DGHTXDWH FHUWDLQW\ DQG Y NDLILQENOLWA\WHQWKH. WHSWKM/ REHUD O

W K(I& 0V

2SWLRQ

7TDEOH 8QLTXH (OHPHQW\

$1XPEHU RI PHDVXUHPHQW SRLQWV

HVWLPDWLRQ UHSRMHYEQREBEHERG

FRPSOHIL
RQV

RD 9&RV WYV
2SWLRQ

XPEHU RI PHDVXUHPHQW SRHEHGWRWY
HULRG

%

NQBQIWK R

2SWLRQ

I1XPEHU RI VWDWRFEHD®WWRBNHG GX

ULQJ WKH

8UHSRUWLQQXPHEHIRBEIHSHQGHQWR BEWLDEOHYV

XVHGURXNWLQH DGMXVWPHQWYV

2SWLRQ

1XPEHU DQG FRPSOH[LW\ RI V\VWH

ILHOG PHDVXUHPHQWY QHHGHG WR

FDOLEUDWHG VLPXODWLRQ VNLOO

PV VLPXOD
SURYLGH
Rl SURIHYV

DFKLHFDQLEUDWLRQ

7TDEOH KLIKOLJKRWHNRLEBRVRVFFWRUV XQLTXH WR HDFK 2SWLRQ RU C

&RPPRQO\ VLQFHQ@BRVERMMP OLWHXLOO LQYROYH IHZHU PHDVXUHPHQW
ORZHU BR\RWHFMWLPDWGR®VSHFWLRQ FRVWY DUH QRW XQXVXDOO\ KL
XVXDOO\ KDYH ORZHU FRVW W& 08 XD SRHWERENUWDLQW\

6LQFH QHZ PHDVXUHPHQW HTXLSRHQSWIL\R @VWsH R BL ZPYIRIGNMHESR @ MQ J
WKLV HTXLSPHQW PD\PH\WH FFRWL.EVISRU R @J+REUIYRIG WKH FRVWV R
H[WUD PHWHUV IRU 2SWLRQV $ RU % PWLEHWRDERQ IRUWIR\RWKHU RE
DOORFDWLRQ

KHQ PXOW.D8S@®HJH LQVWDOOHG DW RQH VLWH
WR LVRODWH DQG PHDV XUM RXSWLERQKN $ RU %

$Q 2SWLR@PXODWLR®R IMREHRIOPMXPLQJ DQEREZRIVMIKIN PRGHO PD\
KDYH RWKHU XVHV VXFK D(\&0R W &HF VHDLYHN VRKHGIBVLDQMQJ D QHZ

([SHFW FRVWVY WR EH KLJKHVW D W MSR-U & QLESHAIRGI \DWIOH H L
SURMHFW PHDVXUHPHQW SURFHVVHV DUH EHLQJ UHILQHG DQG DFF:
WR RSWEBR|$HUDWLRQIRKHEFRVMZHWHUPLQDWLRQ VKRXOG EH LQ SU
WKH H[SHBRHEQG WKH YDWRYMWIINVE &ERDSWHU

$ FRQWUDFWRU LV RIWHQ UHVSRQVLEOH IRRCWRRIOY EKQGW BD @ FSUHW IFRDJF
QRW KDYH WR EH PHDVXUHG IRU FRQWDPBIEFERNQMNW $OU SRWLHOI/O W& K\RKK KR
PHDVXUR @OWWFOWRUYV ,Q WKLV VLWXDWLRQ WKH RZQHU DQG FRQWUDT
PHDVXUHPHQW

LW PD\ EH OHVV FRVW

%DODQFLQJ S8QFHUWDLQW)\ $QG &RVW

7KH DFFHSWDEOH OH YLHOORY DUBFRE-RIUMD L @ VW\H O IRW G FAURY BAKLHD B R V W
XQFHWDMD WR DQ DSSURSULDWH OHYH® DRUQWYSH AFDOPF\WMB UDRIRIX QW |
DQQXDOFRVWY DUH OHVV WKDQ RNV IVKHEBY 8 U DMV BQWOK® 07 K H
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TXDQWYIYIRQW VWDNH WKHUHIRUH 6 @EPHA/I BWO LPHLIW IR Q OV K U Q
GHWHUPLQHYVY KRZ PXFK XQFHUWDLQW\ LV DFFHSWDEOH

JRU H[DPSOH FRQVLGHU D SURDMEWI¥YLWK DSHH[SHFWBGQGG \
FRVRWU D EDDY DISSURD FKSUHFKOR REHWWHU WKDQ SHU \HDU 2
FRQILGH/AR HP S U RSUHH FMALRMHRR Q LW PD\ EH VHHQ DV UHDVRQDEO'
HISHQGLWXUHV XS WR VBYDLLD BVX VR 1QWR MvH \HDU

7KH DFFHSWDEOH OHYKAMRY DQIRFHRIVWDLA@QIWIURFHVY LV RIWHQ D S
ZKLFK GHSHQGY RQ WKH UHSRUW UHDGHUYfYY GHVLUH IRU ULJRU
PRUH RU EHWWHU RSHUDWLRQDO GDWD (QKDQFHGDREBOWWLROQL
HQKDQFWPRIQRWKHU RSHUDWLRQDO YDULDEOHYVY ORUH RSHUDWLI
HTXLSPHQW IRU SODQW H[SDQVLRQV RU IRU WKH UHSODFHPHQW

(QKDQFHG IHHGEDFO FBBDWOGREDOORZ KLIKHU SD\PHQWV WR EF
HQHUJ\ SPQRUPREDVIGEWQ PHDVXUHG GDWD UDWKWDYW®&D\WY GH I
ZKLFK PXVW EH FRQVHUYDWLYH

$GGLWLRQDO LQYHVWPHQW\WKRXOD ® RARW KE@HHGEWDKRWM{SHFWHG |
7KLV LVVXH LV GLVFXVWWHEG IRODBEHHIJGHWEL

2l FRXUVH QRW DOO XQFHUWDLQWLHY FDQ EH TXDQWLILHG VHF
DQG TXDOLWDW MWWDX\HRHUQYWM. YWRXOG EH FRQVALGHBRW® ZKHQ FF
RSWLRQV HRURMBFNK

JRU HDFK SURMHB WLRVIQMH DWEHUH LV 9DFO B YWD WDFOS W LIDIDQ
VKRXOG LQFOXGH LWHUDWLYH FRQV DU BOE R Q VIRII@DEAR RAHD V L W
WR HOPRKGHVLDYBPHWHU $SSHQGL[ % SUHVHQWY PHWKRGV RI TX
$SSHQGLFHD®G %SUHVHQW PHWKRGV RI FRPELQLQJ VHYHUDO FF
DQG VHWWLQJ XQFHUWDLQW\ FULWHULD RU REMHFWLYHV

1RW (BOW VKRXOG H[SHFW WR D RKQ ERWHX QK Hi UNNDIPQHE BV AXYQ F HUWD L Q \
SURSRUWLRQDO WR WK&D PRFESOYKH WD BLDWKIHRQV LQ RSHUDWLRQ
EDVHGHYHREBHSRUWLQJRHHLRBSOH PAHEWKR®VSP D\ MO ®RQJIW K H
IURP D VLPSOHSO@®W WULIOWLQJ UHWURILW WR EH GHWHUPLQHG
VDYLQURP D FKLOOH U HMRMDURHIGW WY IQIFSHD UDPHWHUY PD\ KDYH OF
W K B W L PPRALKSEBDOW SDUDPHWHUV

,Q GHWHHYWK® PHDVXUHPHQW OHYHO DQ® BWD\BREFR OOG] € RRRWLVG\H U\
DPRXQW RI YD U HMW UDRWEH LZL WRIHD WXKHH P HQW JRX & [IPB\OH LQGRR
OLJKWLQJ PD\ XVH HOHFWULFLW\ IDLUO\ FRQVLVWHQWO\ DOO \H
VDYLQZKLOH KHDWLQJ DQG FRROLQJ ORD 8 I YALKIBRUIGHWAL H IDR/IRVQ IDROD
GLIILFXQOM/GBR WKH IROORZLQJ JHQHUDO DRIGGXQF QW D 8Q WD O D
SURFHVV

IRZ(QHUSDULDWLRQDOK&EO /RZYDOMRHY FDQQRW W\SLFDOO\ DIII
09 ED@EHRQ WKRNVDYLQXVGHOLQH HVSHFLDOO\ LI WKHUH LV O
PHDVXHREBWIDWD 6XFK FRPELQHG VLWXDWLRQV ZRXOG WHQG
DQG VKRBWUWLQ@QJIBHWH[®E XGIHF DWHWR | D VFRQHNGV B QKIDX PR W R U

WKDW RSHUDWHY XQGHU D FRQVWDHIWQBIREDWGFRABRIOELQJ WR D

+LIJKQHUSDULDWLR@DOR&O /RZYDOMRHY FDQQRW JHQHUDOO\ DI
09 DV LERYBl +RZHYHU ZLWK D KLJK DP RXGWIRWDD WKHND R Q
SDUDPHWHU PHDVXUHPHQW WREFK Bl TXHINGRIG2 BAR LRREK %H Y H W K |
XQFHUWORPSOLQJ WHFKQLTXHV PD\ EH% EQMWWR 2FSDEG NEREIWR S W L
EH VXLWDEOH EDVHG RQ WKH JHQH UDWDDNUGHERXFOHS LHY[ RHKHDG W H'
RI [DFLOALWMWHWHG XVH LQ RUGHU WR EH PHDVXUDEOH

$OVR VHH )(03
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IRZ(QHUSDULDWLRQ@DO®K&R :LWK ORZ YDHOQBDWKMHQ WEH OHYHO RI
XQFHUWDRLROWHQ ORZ WRPXSQWNWIOXK@W PD\ EH PRVW VXLWDEOH +RZH)Y
HISHF WVIOOWMIKQOURDOO LPSURSUHBIRHIPIKQ@QYH PRQHWDU\ UHZDUGV ODU.
HOQRXJK WR PHULW PRUH SUHFLVH PHWHULQJODQFEREWWD DQDO\VLV
DSSURSULDWH WDOMDW)RWH HY B P8 WD YL IL QYWRA Q@ DUH

DQQAXDOO\ \RX PD\ GHFLGH WR LQR& WHTRAMRV K H LIDPOAXQFUHDVH'
SUHFLYQBRQESURYLGHY PRUH RSHUDWLRQDYX DGOGERAPDSEWHUQDWLYHO!
FOHDUO\ PHDVXUDEORSWIWKQ2& WDRENEV/MWEY ORZ LI VLPSOH PHDQV
XVHG WR WRO@OQWLFWBFGHRWVWHFW \WQRIDRHMMIGCQOHRDGMXVWPHQWYV

+LIKQHUSDULDWLR@DO®KER 7KLYWXDWLRQ DOORZV DSSURSULDWH
UHGXFWLRQ WKURXJK HIWHQVLYH GDWD FROOHFWLRQ DQG DQDO\V
VDYLQUW DOVR OLNHO\ WR VKRZ LQ WKH XWHFXIQVT KEH¥ RPIDGY VR Wi
XVHG ZLWK FDUH I XQWPRW L MWRBAGHRAURIIF W Q@RI RMEMAIGOHR DGMXVWPHQW
TKWWHSRUWL@IDEKDYRIGWR VSDQ PROAORSDODHLREMEDW LR Q

OHULILFDQ/ DR EN®GHQW 9HULILHU

‘KHUH D FRQWUDFW ROF LRZK}¥NJUH @/ FE\PD N HHIIGYDM SQWWH RZQH U
PD\ QHHG DQ LQGHSH QUEHQ W X¥IWULHY BIMR WRY 7KLV LQGHSHQGHQW YHL
VKRG LQEYLBZ WKH3OMBXULQJ LWV SUHSDUDWLRDY WVQRVHQVXUH WK
UHSRUWY ZLOO VDWLVI\ WKH RZQHU V H[SHFWDWLRQV IRU XQFHUWDI

7KH LQGHSHQG HQGV UGWR. HADFRRMWLQH DGMRYWPHQWXYOO UHYLHZ RI
QROQRXWLQH DGWHXVWPHYWRRG XQ G HIDVWOWE\RBHBDFER QA
HQJLQHHULQJ FDOFXODWRRIQBRE® H K QLKRKHYG SURYLGH VXPPDULHV RI
VWDWLFVIR FVKRDOM WKIHHU FDQ IRFXV RQ WKH HQJIQRIHRXW QQFD OF X O D W
DGMXVWPHQWYV

$QHQHUJ\ SHUIRUPDQHAXARGW UKW ERWK SDUWLHV EHOLHYH WKDW
SD\PHQWYV DUH EDVHG RQ YDOLG LQIRUPDWLRQ $Q LQGHSHQGHQW Y
PHDVXUHPHQW YDOLGLW\ DQG WRWS\W BYHQMW GRORQ WM K HBRRGO L
LQGHSHQGHQW YHULILHU FDQ KHOS WR UHVROYH WKH FRQIOLFWYV

,QGHSHQGHQW YHULILHUV DUH W\SLFDOO\ HQJLQHHULQJ FRQVXOWDC
(&0V0 9 DQBQHUJ\ SHUIRUMFQFMFRQMH PHPEHUV RI LQGXVWU\ SURI
VRFLHWLHVY RU DUH &HUWLILHG OHDVXUHPHQWWQG 9HULILFDWLRQ 3

'‘DWD IRU (PLVVLRQ 7UDGLQJ

$GKHUHQFH WR ,3093 FDQ SURYLGHQLGNBI\WVEHBERRY I LZEHRK M OVR
LOQFUHDVHYV FRQILGHQFH LQ DVVRBHGBGWARH®YW LIRS RRMAPRBBILWRHYVLRQ

&RPELQHG ZLWK W& WB® FHDER SURMHFW ,3093 HQKDQFHV FRQVLVW|
UHSRUWLQJ DQG HQDEOHYV Y DROLIE@WDR QQQSURMUBIEIWFDWRRIY HU WR
HPLVVURGXFWLRQ FRPPRGLW)\ ,30939D30APWKW §HRMWHFONLY FRQMX QF\
ZLWK WKH MPID/&VIL®D SURJUDP V VSHFLILF JXLODYEABQRYRFRQYHUWLQJ
HTXLYDOHQW HPLVVLRQV UHGXFWLRQV

(PVVLRQ WUDGLQJ ZLOO EH IDFLOIMWABW H® LLQ IWRKHHIWI IRFO@®\R DIUH] AR
ZKHQ GHVLJQLQJ WKH SURFHVV IRU GHWDHBRBLQLQJ WKH XQLWV RI HQ

X (OHF WWRL¥D@ERXOG EH VSOLW LQWR SHDN SHULRG DQG RIlI SHDN St
DQGRR]JRQH VHDVRQ ZKHQ 12[ RU 92& WUDGLQJ LV LQYROYHG 7KH)
WKH UHOHYD QW BIGLYYLSRIRJUDP

7KH &09SURJUDP LV D MRLQW DFWLYLW\ RI (I ILFLHQF\ 9DOXDWLRQ 2UJDQL]DWLRQ
(QHUJ\ (QIJLQHHUV $(( W LV DFFHVVLEOH WARIRXGKRWBRTYV ZHEVLWH Z7ZZ HYR
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X SHGXFWLRQV LQ SXUFKDVHV IURP WKH HOHFWULFDO JULG VKR
UHGXFWLRQ DQG WKRVH G@KHHWRWIRRY BV W& H/ HIDAL O L W\

X TKIDGMXVWHGXBH\VGHIRWARPSXWDQ® I QDYHQHING WR FKDQJH WR V
UHTXLUHPHQWY RI WKH WD LRX COJUR HPLDFW)LRIIE HQ 0 VOUALURSR V H\
DGMXVWHG QEHWBGOWR HHFRAWKGIHEWIRHUH VXUSOXV RU DGGLWL
QRUPDO EHERDYARWUWQRW EH DOORZHG IRU HPLVLVRQ WUDGLQJ I
XVXDO RU VLPSO\ FRPSOLDQFH ZLWK H[LVWLQJ UHJXODWLRQ
UHOHYDQWWPLRGYQRXBURIU HIDPSOH ZKHUH HEIXILEPHOMW WPLQL
VWDQGDUGY JRYHUQ WKH HTXLSPHQW PDUNHW WKHVH VWDQC
WUDGDEOH DPRXQWYV

X 6HJUHIJDWHVIDQHIWLWH LI D SURMHFW VSDQV D SRZHU SRRO
HPLVYLIKDQWLWLHY PD\ EH RXWVLGH DQ DLU VKHG RI FRQFHU

X 6HJUHJIJDWHYXRBOVXHO RU ERLOHU W\SH LI GLIIHUHQW HPLVVL]
FRPEXVWLRQ GHYLFH

(DFK HPLWUWR®LQJ VI\VWHP XVXDOO\ KDV LWV RZQ UXOHV VXUUR
DSSOGMWMWR H¥BYUIQRU NIHCOLQBHMIDXOW HPLVVLRQ UDWHY PD\ EH JL
HPLVVRROQVXULQJ HTXLSPHQW LV LY GOmMBHM I DO \W O'HDFOXXBIVF PW N D
JLYHQ IRU WKH SRZHU JULG HPLVVLRQ UDWH $ROAQHHBRDWL VROV D
IRU HOHFWULFLW\ VDYLQJV IROORZLQJ UHFRJQL]J]HG SULQFLSOH
*XLGHOLQHW. RO HFWHG (OHFWULFLW\ 3BURMHFWYVY :5,

OLQLPXP 2SHUDWLQJ &RQGLWLRQV

$Q HQHUJLFLHQF\ SURJUDPHFWRWRE QNN EWERVRKLFK LW LV DSSOL
ZLWKRXW WKH DJUHHPHQW RI EXLOGLQJ RFFXSDQWYVY RU LQGXVW
SDUDPDWHUV PD\ EH OLJKW OHYHO WHPSHUDWXUH YHQWLODW
SUHVVXUH DQG WHPBHUDWRZHWDWH SURGXFWLRQ UDWH HWF

7KW 9 SOV RXOG UHFRUG WKH DJUHHG PLQLPXP RSHUDWLQJ FR(
VHH &KDSWHU

,3093 9ROXPH ,, &RQFHSWV DQG 3UDFWLFHV IRU ,PSURYHG ,QGR
PHWKRGVORWRRILQJ LQGRRU VSDFH FRQGLMWILROM YRKUKXBEBRBW D

*HDWKHU 'DWD

KHUH PRQWKO\ HQHUJ\ PHDVXUHPHQWY DUH XVHG ZHDWKHU GC
FDQ EH PDWFKHG WR WHKHNBIRWQ®D @ HDQGIWII GDWHV

JRU PROQOWKIDMLARWLWQDO\WLY JRYHUQPHQW SXEOLVKHG ZHDWKHU G
DQG YHULILDEOH +RZHYHU ZHDWKHU GDWD IURP JRYHUQPHQW \
SURPSWO\PRWQ VWWRHHG ZHDWKHU GLDWB ZHFIRGKMFHIRQJ HAXLSPHC
VXUH LW LV UHJXODUO\ DQG SURSHUO\ FDOLEUDWHG

KHQ DQDO\LQJ WKH UHVSRQVH RI HQHUJ\ XVH WR ZHDWKHU LQ
WHPSHUDWXGHJWHWBIRUEH XVHG

OLQLPXP (QHUJ\ 6WDQGDUGV

"KHQ DURMDLQ OHYHO RI HIILFLHQF\ LV UHTXLUHG HLWKHU E\ ODZ
SUDFWDFHODY EH EDVHG RQ WKH G LUIMHRIGRA HQHOEAMDIR QW K D W
PLQLPXP VWDQGDUG ,QEW N HGHHWH R/ R@HRIIWHW HTXDO WR RU C
WKH DSSOLFDE®GHRLM DRXGD UGV

2ZWKHU &RBPVRUXHYV



OHDVXUHPHQW ,VVXHYV

7KH SURSHU DSSOLFDWLRQ RI PHWHUV IRU VSHFLILF DSSOLFDWLRQV
UHIHUHQFHY DUH DYDLODE¥IOH &RD SVWKH/K (8 X ZHEVWHLWH FRQWDLQV
UHOHYDQW FXUUHQW UHIHUHQFHY RQ PHDVXUHPHQW WHFKQLTXHV

7TDEOH EHORZ VXPPDUL]JHV VRPH NH\ W\SHV RI BHWHDOWWBQ® SURY
IRUVRPH RI WKHP 7KLV 7TDEOH VKRXOG QHLWKHU EH WDNHQ DV FRP.

'DWROOHFWLRQ (UURUV DQG /RVW 'DWD

1R GDWD FROOHFWLRQ SURFHVV LV ZUWE&RNXW LHIGDRHIU ERIGVCKHRFGARLARRY L |
GLIITHU LQ GHJUHH RI GLIILEXOW\ DQG FRQVHTXHQWO\ LQ WKH DPRX(
PD DULVHO BKIOIW®BRXOG HVWDEOLVK D PD[LPXP DFFHSWDEOH UDWH R
ZLOO EH PHDVXUHG 7KLV OHYHO VKRXOG EH SDUW RI WKH RYHUDOO
GDWD ORVYV PD\ GUDPDWNAKBIDD Q0O VR RX® CFRRVWVWDEOLVK D PHWKRGRC
ZKLFK PLVVLQJ RUHBRUBMBIBRGW D ZLE6OHDHVHIK E\ LQWHUSRODWLRQ IR
DEDO\WLYV ,Q VXHERRABMBPRGHOYVY DUH QHHGHG WR LQWHUSRODWH EH
GDWD SRLOQWNMYVLBRDVMKEMOFXODWHG IRU HDFK SHULRG

1RWH BOXNDHMGIDOMD FRQVLVW RI HE B BB Y DHERKMOAD W BVKIHD E O H
HILVWHG GXDNGO WEKHY 8 HURLEH V HHGIDQWD SUREOHPV VKRXOG QRW EH U
PRGHOOHG GDWD H[FHSW ZKHHQEDWIHIEDASHV LR PLVVLQJI RU LQDGHTXD
VHHN RWKHU UHDO GDWD WR EXEN /LW B FUKERS FIKWD FROWRHQV RQO\
GDWD O07EHODRRXOG GRFXPHQW VEDN NGRMWIH Rl DOO

2ZWKHU &R PP\RXHV



I | $ssoLFD  OHWHY gywHuyu 7\ 7\SLFD|{ 5HODW %HVY 6SHFODD
&DWHJ $FFXUD &RVW| B8VHV ,VVXHV
7DEOH
HA oHWHU ;5mﬁgRZHU
7\SHV $&&XUUHﬁ%%UUHQMROLG\NRUURLG R U IDEWRU LV IoHVV \
3DUW DQVIRURISOLW FERUH
DPSV &7 WUDOVIRUPHU RU WKHIUH LV
VLQHZDY|H
GLVWRUWLRQ
9ROV
DGV BROLG WRUURLG RU
$&ﬁ££»fp RWHQWNVBOLW FERUH
WUDQVIRUWPHDQVIRUPHU
1 37
OHDVXUH
RU DPSV|YROWYV
DQG SRZHU 1HFHVVDU\ IRU
IDFWRU DQG LOQGXFWLYH ORD(
$& (OHF\NL}IUFXH UpZDWWKRXUV  8VH HJ PRWRUV
3RZHU W HHWHRUWDO VDPSOLQJ EDOODVWY RU
ZDWMA/Fﬁf%IMINKRkM FLUEXLWY ZLWK
(QHUJ\ WHU KDUPRQLF\ IURP
ZDWWKR X G\ FRPSRQHQWV VXF
SURSHU|O\
PHDVXUH DV D YDUILDEOH
GLVWRUWHG VSHHG GUYLYH
ZDYHIRUPV
Ogg{ﬁ¢$U@ /RZHU HRARWILQJ)RU HTXLSPHQW
5XQWLHﬁTXLSPHQ DWWHU\ WKDQ RI KDYLQJ D FRQVWEL
KRXUW RSHUDNLS%SHUDWHG ZDWWKRRBUJIKW ISRZ HUJIXVDID W H
SHULRIG Vv UHFRUGLSHULRGV ZKHQ RQ
7HPSHUDWX WLU DRG
UH "HWHEWR U SHDVRQDEMIZ FRYW, >\ /N FRPSHQVDWH IRU
57 GLIIHUHQYW OHDC
7THPSHU|D OHQJIWK
WX UH
GHJUHHYV 1DUURZ U
6XLWHG WH WKHU
2%&221 +LIK +LJIK HQBWUPHWHPLQJ
1HHG VLJRDO
DPSOLILH}UV

2ZWKHU &RBPVRUXHYV



$SSOLFD OHWH 7\SLFD{ 5HODV o 6 SHFIOD®D
&DWH J OHWHU 7\S| grrxupl ervw ®HVW 8 VVXHM 2 pEOH
SHIXO b:nw
+XPLGLW e
UHTXLYH 7\SHV
"LITFQW RI PD SbuW
BUHVVXUH
3RVL
'LVSODFHPHQW
,Q WU X ¥+
7XUELQH Ry KRW WD &SQBSLJKW
LQVHUWLRQ WXUELQH SLSH
9RUWHI[ 6k +L.
ILTXLG )ORZ RW
XQLWV |VHF B8OWUDVRRQLF 6gﬂ£fJKgaDVXUH
PHQW
0DJQt +L.
1RQ
6 W H
LQWUX|VLYH FRQGHQVRW
RW IQRZ
9XFNHW 6WRS IRZ H HDVXUH
ZDWFK SOXPE-QEPHQW
RXWOHW
IL[WXUH
3UHVVX|UH
8VH PDWFKHG
WHPSHUPWXUH
SDFNDJH&/HY DFFXUPWH IORZ VHQVRUpN IRU
IORZ DR QG WHPSHUDWXUH PHDVXUHIQJ D
WHPSHUD vVHQVRUV |)RU WHPSHUPWXUH
7KHUPDRO  WXUH VWHDP PD\|QHHG +LJK GLIIHUH[QFH
(QHUJ\| ORJJLQJ SUHVVXUH|DQG &DUHIXp O\
DQG WRHSHUDWXUH PDQDJH|DOO
FRPSXW VHQVRUV SRVVLHOH
DWLRIQ VRXUFH)V RI
HUURU

2ZWKHU &R PP\RXHV



8VRIERQWURO 6NRUMONADYV &ROOHFWLRQ

$ FRPSXWHUL]HG FRQWURO V\VWHPRROLQW RURQIGHHPH¥KIRI\WRY @
FROOHFWLRQ +RZHYHU WKH V\WVWHPYV KDUGZDUH DQG VRIWZD
FRQWURO DQG GDWD JDWKHULQJ VLPXOWDQHRXVO\ ZLWKRXW V
H[FHVV FRPPXQLFDWLRQ EDQGUIDIWK RU RYHUILOOLQJ VWR

6RPH PHDVXUHG SDUDPHWHUV PD\ QRW EH XVHIXO IRU FRQWURO
7UHQGLQJ RI VPDOO SRZHUHHG SRVZIHYJ AR PPEWLRQ PD\ EH YHL
KLIKXDO/IDNLGHWHUPLQDWLRQ DQG RSHUWHMDIHRWQY/D IBY VIR IKEROFW U E &

&RQWURO V\VWHP VRIWZDUH FDQ RIWHQ SHUIRUP RWKHU IXQFWI
VWDWLVFGAERBWRILMSRUWL QY SHK DRGD XWRPDWLFDO Q\QUYSRRIQGLNQ J |

)DFLOMMDN I VKRXOG EH SURSHUO\ WUDLQHG LQ WKLV XVH Rl WKH
WUHQGLQJ LQIRUPDWLRQ IRU GLDJQRVLQJ VIVWHP SUREOHPV S
H[WUD WUHQGLQJ +RZHYHU HXSREVLERIQ\WIDFRRH REHUDWLRQ)\
VIVWHP VHFXULW\ DUUDQJHPHQWY VKRXOG HQVXUH WKDW SHUYV
WKH\ DUH FRPSHWHQW DQG DXWKRUL]JHG

7KH FROYWURKOP GHVLJQ DQG PRQLWRULQJ WRQP\PERKIRYH LO) W RU\
VI\VWHP YLD D PRGHP OLQN VR WKDW LW FDQ HDVLO\ LQVSHFW W
SRVVLEOH FRQFHUQV IRU YLUXV DWWDFNV DQG FRPSXWHU VHFX

&RQWURO VA\VWHPVY FDQ UHFRWAUHQBUQUX\DS BEWKLWKH+RZHYHU
UHFRUG FKDQJH RI YDOXH &29 HYHQWYV WKDW DUHVORMWQGV UHI
ZLWKRXW WUDFNLQJ WLPH LQWHUYDOV EHWZHHQ LQGLYLGXDO &
DQG $NEDULLVY SRWLEOH WR WLJKWHQ &29 OLPLWYVY LQ RUGHU W
UHJXODU LQWHUYDOV EXW WKLV FDQ RYHUORDG V\VWHPV WKDW

*UHDW FDUH VKRXOG EH HI[HUFLVHG WR

X &RQWURO DFFHVV DQG RU FKQQ JHR/IWRRW KBHQNREIBWKIM DR H
HIWUDFWHG

X 'HYHORSSIRPAMVVLQJ URXWLQHV IRW PKWD QB L&RIO DEDWIR Q W R ON
VHULHV GDWD IRU SHUIRUPLQJ DQ DQDO\VLV

x *HW I[URP WKH FRQWURO VA\VWHP VXSSOLHU
R vWDQGDUG WUDFHDEOH FDULBVMI¥WEBQVHR/I DOO VHQVR

R HYLGHQFH WKDW SURSULHWDU\ DOJRULWKPV IRU FRXQWLQJ
DFFXUDWH &XUUHQWO\ WKHUH DUH QR LQGXVWU\ VWDQGTL
HW DO DQG

R FRPPLWPHQW WKDW WKHUIDLWVD Q@G HWVKPWH K FRSHDWVVY.W\ WR K|
GDWD ZKLOH VXSSRUWLQJ WKH VA\VWHP V FRQWURO IXQFWLF

6LJQLILEDWW

KHQ SHUIRUPLQJ DQ\ DULWR HWLF WDIRFQWOWIDGMHUIR YW KH LQKHUHQW
GDWD VR WKH UHVXOW GRUWOWBRRW BSBHPHWXPKY JWHEMHQGDEOH )R
HQIJLOQHHWGRBYWHG D VWDQGDUG RI WRXKH UGY R BERMMORMWBRW/ROW |
ZKLFWX8SRUWHG EVVWHKUHHERWD WKH ,3093 KDV DGRSWHG WKH IR
DOO FLBRXOPHW IRUPHG XQGBIGKWKHVWRVDWOGDRMWE DFFXUDF\ VWD C

2ZWKHU &RBPVRUXHYV



5XOHV IRU VGIQDWMEQWLYHG | URFPUWKBAVRIGRA/PW IURP FDOFXOXYV
vl oL v oL
([SUHVVHG DV D IXQFWLRQ RI \GEIFRJLWUIW[@\EI-@HV—Y G/\{’K;\XH ®\RWDO

, ] WKH LQFUHPHQW Q0 EKBWKFK D QJHBEEVRWD XWH HUURU O] 0\ WKH IRC
HTXDWLRWY UHVXOW
v,

v
GI[T\ —7"[ —™
W w
JURP HTXDWIROQFDQ FDOFXODWH WKH OLPLWV RI DEVBQXMWAHHVHUURU
DIUBEHWHTXDWLRIQHQ WKH DEVRIJHDAV H U UARKID QV XK@ IHW XFJ OMK R
VPDOOHVW VLIQLILFDQW GLJLW

7R FDOFXODWH WKH VLJQLILFDQW GLJLWV RI D QXPEHU VLPSO\ FRXC(
OHDGLQJ JHURV RU WUDLOLQJIREHRVPRIOXPIQQ ZWWEROW WWIKKHFLPDO S
WUDLOLQJ JHURV WR WKH ULJKW RU OHIW RI D GHFLPDO SRLQW DUH

\

SULWKPHWLF

2SHUDWL|RQ 58/(

$GGLWLRBRXQEBS RU GRZQ DV D/SISH RISHYLTOMHPIRW WVREIHEUL J K W
6XEWUDFWEBORHRZHVWKHUMWDOO QXPERBVWRRDYHWE QXPEHU
< RI VLIQIGLBDWMO EH WKH WRWDO RI WKH GLJJWV RI WKH

OXOWLSOLFDWLRQ
'LYLVLRC)7KH QXPEHU RI GLIQYWWFIOHQWHVY XOW HTXDOV WKH VPDOO

RVLJQLILFDRMWDGLR@H/HRILQSXW QXPEHUV

;1<

BRZHUV| 7KH QXPEHU R| GLYQMIXADAMWWKH QXPEIBWIRIMNLIQLILFDQ

-0 WKH LQSXW
(;$03/(6
1XPEHUV
X VLIQLILFDQW GLJLWV
X VLIJQLILFDQW GLJLWV EHFDXVH LW LV UHSUHVHQWHG L
X VLIQLILFDQW GLJLWV EHFDXVH LW FDQ EH UHSUHVHQ\
X VLIQLILFDQW GLJLWV
X VLIQLILFDQW GLJLWV

$CGGLWLRMM\D B[UXW IRU ORJDULWKPLF DQG H[SRQHQWLDO IXQFWLRQV WKDW
ODUNTVY 6WDQGDUG +DQGERRN YR® 08BBKDQLFDO (QJLQHHUV

2ZWKHU &R PP\RXHV



$GGRWL

BBB
7KH QXPEHU RI VLIQLILFDQW GL.

OXOWLSOLFDWLRQ
X T
X T

3RZHUYV

X VLJQLILFDIQW WRS KWVJIH QHQ MWKHVR X W S X W

,Q RUGHWVWBH FRQVLVWHQF\ DQG UHSHDWDELOLW\ DOO FDOFXC
DULWKPHWLF RSHUDWLRQ EHIRUH DSSO\LQJ WKHVH UXOHV )RU

N: UDQ IRU KUV DQQXDOO\ DQG WKH XWAKH WRVD/WH WIK\H
HOHFWULFDD2HQHUJ\ LV
N:t KUV N : Ko N: K
~NZNJT 0

W LV LQVWHDG FRUUHFWO\ FDOFXODWHG E\ FDUU\LQJ RXW DOO
N:u KUJ\T 0

3OHDVH DOVR QRWH WKDW WKH VLIQWRNHOWKHEL JLAW UXORXW R @
FDOFXODWLRQV E\ 3 DULWKPHWLF RSHUDWLRQ™ EHIRUH SURFHHG

63(&,$/ &$6(6

6RPH QXPEHUV DUH UHSUHVHQWHG ZLWK ILQLWH VLJQLILFDQW C
H[DFW ([DFW QXP@HUMWBYWHLJQLILFDQW GLJLWV $Q H[DPSOH F
D XWLOLWDUDRFHDO SRZHU FRPSDQ\TV UDWH ZDV SHU N:K DQ

N:KV RQH PRQWK WKH XWLOLW\ ELOO ZRXOG EH (
PXOWLSOIOFDWERQHUX7KLY LV EHFDXVH WKH XWLOLW\ UDWH LV H

$0.06000 SHU N:K 7KHUH LV QR PHDVXUHPHQW HUURU DVVRFLDWHC

$QRWKHU H[DPSOH LQFOXGHYV WLPH YDULDEOHV I &RPSDQ\ ; ZI
0 SHU \HDUHIRWYV WKH WRWDO VDYLQIRW RDAHE¥M H[SUHVVHG
D GHFLPDO QXPEHU D WLPH YDULDEOH VKRXOG EH FRQVLGHUHCG

&DUH PXVW EH WDNHQ WR UHFRJQL]H WKHVH QXPEHUV LQ 0 9 FD
UHVRDWEH FRPSURPLVHG

2ZWKHU &RBPVRUXHYV



7THUPV IDWBIOLRLWHKGH WH[W WR VLIJQLI\ WKDW WKH\ KDYH WKH IROORZL

$GMXVEOANG H@HHU IV KHHQ H KMH RIEWNHOLQH BBGNMKREGG WR D GLIITHUHQW V
RI RSHUDWLQJ FRQGLWLRQV

$YRLGHG HQHUJKMVHH G XHFQH &R H @' KDW RFFMHEROGWIQWIKHULRG
UHODWLYH WR ZKDW ZRXOI® KIODHE EFHAKQ BIF& LISSWKEHD QG RGHUDWHG C
WKEDVHGHQHERXSY XQBERUWLQSSHHOARGELWLRQY VHH &KDSWHU
DYRLGDQFH LV WKH PRQHWDU\ HTXLYD®RQW BUFRDFREOEMEOHQHUJ\ X\
VDYLQRWPDOL]HGLWDYQR WK HUWD WLHWR I

%DVHOLQH $GMXQWBRRWMQHKGEKUBWHQWY DQG DULVLQJ GXUL
UHSRUWLQUSHBKR®@ JHN QUHQURYHUQLQJ FKDUD FOVARAMDL WKL RV KMK H
PHDVXUHPHQW ERRKOSW WKIHQGBEBHG G H QMW WHIEULR¥WHQH DGMXVWPHQW

%DVHOLQH [{@HUINKXMH RFFXUULQEDBXH CRQHABIKRXW DGMXVWPHQWYV

%DVHOLQH 3HKUHRBGBIULRG RI WLPH FKRVHQ WRIDHISRMHVHWWOVWHRSHUDWLF
EHIRUH LPSOHPHQXODWKRY RHWRG PD\ EH DV VKRUW DV WKH WLPH U
LOQVWDQWDQHRXV PHRQWHEPBI@WWL RN DRU ORQJ HQRXJK WR UHIOHFW F
F\F®H D VI\VWBFLDODUWK YDULDEOH RSHUDWLRQV

%DVHOLIHUWDLQEDQY MRHUIKR G

&RQILGHQFH7KHHOREDELOLW\ WKDW DQ\ PHDVXUHG YDOXH ZLOO IDOC
SUHFLWIHRD$SSHQGL[ %

&RQVWDRWHUP XVHG WR GHVFULEH D SK\VLFDO SDUDPHWHU ZKLFK C
SHULRG RI LQWHUHVW OLQRU YDULDWLRQV PD\ EH REVHUYHG LQ WK
FRQVWDQW 7KH PDJIQROGWX &/H RW YODLUH. GWHPHG WR EH UPLQRUYT PXVW E
09 30DQ

&RPPLVVLRQEEURFHVV IRU DFKLHYLQJ YHULI\LQJ DQG GRFXPHQWLQ
HTXLSPHQW WR PHHW WKH R SHP DM IMEQQOWEKHHED/'SRE WKIHVLHY RI1 WKH
WRHHW WKH GHVLIQ GRFXPHQWDWLRQ DQG WKH RZQHU V IXQFWLRQC
RSHUDWLQJ SHUVRQQHO

&9 506( 6HH $SSHQGL[ %
&RHIILFLHQW RI 9D&HB GSISHEGL][ %

&\FOH7KH SHULRG RIHWQLWHKHENWDUW RI VXFFHVVLYH VIDFL@DRW\RSHUD\
RU SLHFH Rl HTXLEPHQW HZ KPWHHY LQ UHVSRQVH WR RSHUDWLQJ SUF
LQGHSHQGHQMW)RD WH[DPSBH RVKHRFW ERIVO G IPRIYW KV VLQFH WKHLU H
XVH UHVSRQGV WR RXWGRRU ZHDWKHU ZKLFK YDULHV RQ DQ DQQXDC
ZHHNO\ F\FOH RI DQ LQGXVWULDO SURFHVV ZKLFK RSHUDWHYV GLIIHU
RI WKH ZHHN

'HJUHH 'DN GHJUHHVEMHDV XUH RI WKH KHDWLQDRILOERROYHGIERDG RQ
RXWGRRU WHPSHUDWXWGD LEHRXWIGHRRUHDMHPSHUDWXUH LV RQH GHJU
UHIHUHQFH WHPSHUBMWXBH RRFKGIM LWWL W IGHHU IHQING RMKIDK HDW L QJ Gt
GD\ ,I| WKLY WHPSHUDWXUH GLIITHUHQFH SUHYDLOHG IRU WHQ GD\V V
GD\V FRXQWHG IRU WKH WRWDO SHULRG ,| WKH WHPSHUDWXUH GLII
GD\V KHDWLQJ GHIJUHHRGDQW H/ &R X®E EMKH DPELHQW WHPSHUDW X
UHIHUHQFH WHPSHUDWXUH LW LV GHILQHG WKDW KHDWLQJ GHJUHH (
WHPSHUDWXUHY DUH DERYH WKH UHIHUHQFH FRROLQJ GHJUHH GD\V

'"HILQLWLRQV



WHPSHUDWXUH PD\ EB XY HGHRUWHUHHEFERW WKRXJK LW LV XVXDOO\
WHPSHUDWXUH DW ZKLFK D SDUWLFXODU EXLOGLQJ QR ORQJHU

'"HPDQG7KH UDWH RI HQHUJ\ XVH 0DQ\ XWLBNYRM WIKEKWN W SFRIU W
SHDN GHPDQBDWKHHPGXULQJ HDFK ELOOLQJ SHULRG 3HDN GHPI
UHIHUUHG WR DV VIKPSHEGWAGIHFDIDQGHPDQG LV QRUPDOO\ H[SUHV V!
VXP RI PRQWKO\ ELOOHG N: TXDQWLWLHVW RDWEYH HHSVRV MR DB Q®
5DMKHW

'HPDQG 5DWFKRWWKRG XWLOLWLHV XVH WR HVWDEOLVK WWH GH
LV GLIIHUHQW IURP WKH GHPDQG WKH\ PHWHU 8WLOLWLHV PD\ |
PLQLPXPV SRZHU IDFWRU RU FRQWUDFW DPRHQ W\D QVGRH \GHAE LMD IOk
GHPDQG"

(QHUJ\(QHUJ\ RU ZDWHU XVH RU GHPDQG

(QHUJ\ &RQVHUYDWLRQ OH®Y OBM LMON\ RU VHW RI DFWLYLWLHV
HQHWINLFLHQRFRIODWWHP RU BOIMHEBPRHQW (&0V PD\ BQWR RARQVH
ZLWKRXW FKDQJLQJ HIILFLHQF\ 6HY HUD OD(RLIDWVRL\HE W LHCHJ UHLHRSK
ZLWK D GLIITHUHQW WKUXVW $Q (&0 PD\ LQYROYHDFQBLRMN PRUH |
HTXLSPHQW UHYLVYDROMWE P RSGWBYDQFH SURFHGXUHYVY VRIWZD
PHDQV RI WUDLQLQJ RU PDQDJLQJ XVHUV RI WKH VSDFH RU RSHI
PD\ EH DSSOLHG DV D UHWURILWDWIROREY HY LN W RGL M\WDWHIRR R UW R
EHIRUMFIRXFWLRQ RI D QBIZLOWWIHP RU

(QHUJ\ 3BHUIRUPDQFH $RQOWWDPWW EHWZHHQ WZR RU PRUH SDUW
EDVHG RQ DFKLHYLQJ VSHFLILHG UHWXIOWRY W X FRKUDS/DUEIERAN W L R (
LQYHVWPHQW ZLWKLQ D VWDWHG SHULRG

(QHUJHBYLFHV &RPSDQ\ $(6&2P ZKLFK SURYLGHV VHUYLFHV RI Gt
FRWUXFWRERRYXRIGHWH@KWYUJI\ SHUIRUPDQFH FRQWUDFW

(VWLPDWHURFHVV RI GHWHUPLQLQJVD SIDRIDPHVODW X R € GV KQ X J |
RWKHU WKDQ PHD\EMHODQBM $RUWK J7EKHYEBHRBHWKRGY PD\ UDQJ|
DUELWUDU\ DVVXPSWLRQV WR HQJLQHHULQJ HVWLPDWHV GHULY
SHUIRUPDQFH (TXLSPHQW SHU IRBARD®E HVK H \S/OWD FHK B KH D U HW K H \
GXULQUMBKRUWL @USHWLWGPDWHY [IRU SXWZSRWKHM ®RI3BDGKHUHQFH

)DFLOBWAXLOGLQJ RU LQGXVWULDE QHWMWLORQWOWEPYJ ¥ Y B U RQ
RI D ODDFHOD@N WUHDWBBELRNWWY RZQ LI LW KDV PHWHUV ZKLFK
PHDVXUH DHD@HRU\L WV

,QGHSHQGHQW ¥$>8DDE®GHWHU WKDW LV H[SHFWHG WR FKDQJH Ul
PHDVXUDEOH LPHRHWKNRK RV KH V\VIVHRD RW\

, QWHUDFWEWIQHUBVIHFWY FUHDHEX B\ @QRW PHDVXUHG ZLWKLQ V
PHDVXUHPHQW ERXQGDU\

ODUJLQDO BKNHFARYWQH DGGLWLRQDO XQLW RI D FRPRMGLMW\ ELO
VFKHGXOH

OHDQ 6HH $SSHQGL[ %

OHDQ %LDV (UURWMHHO%ESHQGL[ %

OHDVXUHPHQW DQG 9HULMEHD WURBOHYVW RI XVLQJ PHDVXUHPHQWYV
GHWHUPLQWDYEWXP®DWHG ZLWKLQ DM\ LK) EXHLLEIXQ DJ HFFH.QW
SURJUEPY LEDWQQRW EH GLUHFWO\ PHDVXUHG VLQFHQWUI\ UHSUF
XVH ,QWWNDGUW GHWHUPLQHG E\ FRPSDULQJ PHDVXUHG XVH EH

LPSOHPHQWDWLRQ RI D SURMHFW PDRUQRKBYSIUR § B QB M/ IDREGQWX \
DOVR &KDSWHU

"HILQLWLRQV



OHDVXUHPHQW %RXQBWURQDO ERXQGDU\ GUDZQ DURXQG HTXLSPHQW
VHIJUHJDWH WKRVH ZKLY¥RYLGBHWHORYQRQWLWRR IURP WKRVH ZKLFK DUI
HQHUMHY RI HTXLSPHQW R W K/KNVRVHIPWX I IHW K R VBARR EGIGDHDV XUHG RU

HVWLPDWHG Z-KMMKWHIVWKIHH ZLWKLQ WKH ERXQGDU\ RU QRW 6HH &K

OHWHUIKRIOOHRMMIHRGQPRYID RYHU IWEPBIKIWR XK WKH XVH RI PHDVXUHPHC
GHYVYFH

0 9 30DQ7KH GRFXPHQW GHILQHG LQ &KDSWHU

IRGRXWLQH $GMXVKHP HQ®/IMWYLGXDOO\ HQJLQHHUHGDFRIOFXODWLRQV L
&KDSWHU WR DFFRX QA DRV FHIDBDMHRHB® X U H P H Q W VELR)FQIG\ K H
EDVHGHQUHRCHQ QRXWLQH DGIMMNYV WS 8QMAGVW R LVQKIWHGIN DAY H

VRPRWY FDOOHG MXVW :ENVHOHB H 0GR &KW B WIW

1RUPDOBPHG QFKH UHG X AFHVQIHUXMHQR UWRIY'W RFF X UWHBR UQY WVQKHSHULRG
UHODWLYH WR ZKDW ZR X Ol® KIODHE EFHRXQ BIH&R LISSSWEHD QG RSHUDWHG D
WKBDVHGHQHERXKGY XQGHU D QRUPDO VHW RUFR® EGERWGCRYVRRYRHNRBP\ EH D
ORQJ WHUP DYHUDJH RU WKRVH RI DQ\ RWKHU FHERH®Q LSHIUERGLRIGW
1RUPDO FRQGLWLRQV PD\ DOVR EH VHWEDWY MKRMHEHIHRID ODQ 1L IG X U L
WKH\ ZHUH XVHG DV WRW KDV LQ BRUH SUBSWHU , | FRQGLWLRQV D
RI WKHHSRUWLQ WE&HWRRBIFGHG HQWWH XNBESWHU VDY IRQUW XVW

XVHG LQVWHDG RI QRUPDOL]HG VDYLQJV

2SHUDWLRQDIOFIPWURQ FDWLRQ WKDW WKH (&0V DUH LQVWDOOHG DQ
KDYH WKH SRWHQWLDO R UDOH RDW B PR WIURDWHR®VSHFWLRQV
IXQFWLRQDO SHUIRUPDQFH WHVWLQJ DQG RU GDWD WUHQGLQJ ZLW|

3UHFLVLRIQRFEOXQW E\ ZKLFK D PHDVXUHG YDOXH LV H[SHFWHG WR GH)
3UHFLVLRQ LV H[SUHVVHG DV D 3 VWRQHEPBIQMH DERX B/UBI PLHVOLVRQUHG Y
VKRXOG LFRONGEMBHBMWHPHQW )RRHM[BDEBBWISWHFLYLRQ PD\ EH UDWHG
PHWHU PDQXIDFWXUHU DV “ ZLWK D FRQILGH @QRHGOMRWO 6HH $S
GHILQLWILER/QRORWH TUHBHWVDRWQYH 3UHFLVLRQ

SUREDEOH (JHURBSSHQGL[ %

B3UR[\ $ PHDVXUHG SDWOPWMWWMHG/XEVSODFH RI GLUHIQHW RHDVXUHPHQW
SDUDPHWHU ZKHUH D UHODWLRQVKLS EHWZHHQ WKH WZR KDV EHHQ
UHODWLRQVKLS KDV EHHQ SURYHQ EHWZHHQ WKH RXWSXW VLJQDO I
DQG WKH SRZUHPHUIHNWXIRI WKH FRQWUROOHG IDQRWKDLREY BRWHBXW VLIQ

5 6TXDUHG %HH $SSHQGL[ %

5HJUHVVLRQ $QP OPDMKHPDWLFDO WHFKQLTXH WKDW H[WUDFWV SDUD
GHVFULEH WKRQFRUBHDRQAHBE Q GHOAD /® GBHBEHIHGHQW YDULDEOHYV X!
HOQHWIDWD 6HH $SSHQGL[ %

SHSRUWLQJ 3HKHBGULRG RI WLPH IROORZI(Q0 AZRIBQHPHQIAWDWLRQ RI I
USRUWY DGKHUH WR ,3093 7KLV SHULRG PD\ EH DV VKRUW DV WKH W
PHDVXUHPHQW RI D FRQVWDQW TXDQWLW\ ORQJ HQRXJK WR UHIOHF
V\VWHPDRUDILWK YDULDEOH RSHUDWLRQV WKH SHIWLRGK IRUVDIKH ILQ D Q
LOQYHVWPHQW WKH GXUDWLRQ RI D SHUIRUPDQWHJIP ISHIVUXRUBPBIQMHSH
FRQWUDFWQGHILQLWH

SRXWLQH $GMXVKWP AR@WRXODWLRQ@V RIQEKX®PWHRBRQ PDGH E\ D IRUPXOD
VKRZQ L@ WXGDWR DFF R XQWHM UQF ¥ BIQMIGRSHI G H QAT LY\DKULLCD BV
PHDVXUHPHQW \ERXQEDYHCGHYHR G

6DYLQJYKH UHGXAVQIHUMHQRU BRWAFDO VDYLQJV PD\ EMRH[GMHEGVVHG D
HOHUJ\RA@RUPDOL]HG WHDH KEDWS WH U DQG O RHHWBBIBWL Y HIOQ J V
PD\ EH H[SUHVVHG DQDORJRXVO\ QRUFBOW D FRG/MQV¥BYR@JIY" VHH &

'"HILQLWLRQV



6DYLQJV DV XVHG QRWIKBIBLMIH GLIIHUHQF D G WHISIRQ E DY
SHUXRE OLW\ ELOOV RU PHWHUHG TXDQWLWLHWY $RIHQ&KD SWH U

6LIQLILFDQWLRIHWRVGLILWY DQG ]HURHY GKDMMWM WRQ@KHLU OHI'
ZKROH QXPEHUV QXPEHUV GLVSOD\LQJ QR GHFLPDO SRLQW KD)
GLILMKROH QXPEHUVHOFGKQYH®Q XQFOHDU QXPEHU RI VLJQLILF
&KDSWHU 1RWH DOVR WKDW ZKHQ DGGLQJ QXPEHUV WKH VLJQL]
UXOH RQ WKH QXPEHU RI GLJLWV DIWHU WKH GHFLPDO SODFH 7
VKRY¥M®DWFK WKDW Rl WKH QXPEHU ZLWK WKH IHZHVW VXFK GLJLV

6LPXODWLRQSQROBWWHPEO\ RI DOJRULWKPHNUOWKDM F DOIPXQ DWWV E L
HQIJLQHHULQJ HTXD@WHR@WHO G® XVAMWHUYV

6WDQGDUG 'HEHBIWISES®IQ G L[ %
6WDQGDUGG6HH BESHQGL[ %

6WDQGDUG (UURU RI WIGH K B8 BHBIGLD W
6WDQGDUG (UURU RI VBKMH GOS8 HRIBALH %

6WDWLF ) DRVRRBIVF KD U D F WIHDUFILYDWNIARK/ BHIGBHFWKOMH ZLWKLQ WKH FKR
PHDVXUHPHQW ERXWQBOWRK DUH QRW XVHGRXYWWLKH EDDGM X YAIWR D HOQ
FKDUDFWHULVWLFV LQFOXGH ILIHG HQYLURQPHQWDO RSHUDWL
PD EH FRQVWDQW RU YDU\LQJ 6HH SDUWLFXODUO\ &KDSWHUYV

WWDWLBVWHHLESSHQGL[ %
9DULDQBHH $SSHQGL[ %

SHULILFDMKIHRQURFHVY RI H[IDPLQLQJ D UHSRUW SUHSDUHG E\ RW
IRKWLQWHQGHG SXUSRVH

"HILQLWLRQV



127( 7KH IROORZLQD UH IMUDHH@QWHVNR SURYLGH WKH UHDGHU ZLWK VRX
LQIRUPDWLRQ 7KHVHRRREIFIHFD WRRQVWWH[WERRNY DQG UHSRUWYV IL
DIHQFLHV XQLYHWLIRWDHOY RBUBROQH]IDWLRQVY DQG RWKHU UHFRJQL]HG
SbuUw FDUH KDV EHHQ WDNHQ WR FLWH WKH SXEOLFDWLRQ SXEOLV|
EH REWDLQHG

$NEDUL + +HLQHPHLHU . ( /H&RQLDF 3 DQGW@&RUD '/ $Q
'LVDJJUHJDWH &RPPHDFLODWKRRXUO\ (OHFWULFDO /RDG ,QWR (QG
3URFHHGLQJV RI WKH $&((( 6XPPHU 6WXG\ RQ (QHUJ\ (IILFLHQF\
SsS

$6+5%( *XLGHOLQHWKH +9$& &RPPLVVLRQLQJ 3URFMMWI$SPHULFDQ 6FR
+HDWLQJ 9HQWLODWLQJ DQG $LU &RQGLWLRQLQJ (QJLQHHUV $W

$6+5$( *XLGHOLQHOHDVXUHPHQW RI (QHUJ\ DQG 'HPDQG 6DYLQJV {
6RFLHW\ RI +HDWLQJ 9HQWLODWLQJ DQG $LU &RQGLWLRQLQJ (QJ

$6+53%( $QPFRWDWHG *XLGH WR ORGHOV DQG $OJRULWKPV IRU |
5HODWLQJ WR +9%& (TXLSPHQW $PHULFDQ 6RFLHW\ RI +HDWLQJ 9
(QJLQHHUV $WODQWD *HRUJLD

$6+5%( +DQGERRN )XQGDPHQW PDHU J& KD SW. A IR GRID DQBG
OHWKRGV $WODQWD *HRUJLD
$670 6WDQGDUG 7THVW OHWKRG IRU '"HWHUPLQLQJ $LU /HDNDJH

BUHVVXUL]DWLRQ $PHULFDQ 6RFLHW\ IRU 7THVWLQJ ODWHULDOV 3

%DNHU ' DQG +XUOH\6LWH &DPQEUDWVMRMURQJORYVWOHPY ,QVWDOOF
%XLOGLQJV 1%6 %XLOGLQJ 6FLHQFH 6HULHV 5HSRUW 1R -DQX

YWHQHGLFW 5 )JXQGDPHQWDOV RI THPSHUDWXUH 3UHVVXUH D(
:LOH\ DQG 6RQV 1HZ <RUN 1HZ <RUN

%HQWRQ & &KDFH - +XRPHQJD DQG+ABHELDO 5 7DNLQJ $
%XLOGLQJ V 9LWDO 6LJQV $ /HQGLQJ /LEUDU\ RI +DQGKHOG ,QVWL
$&((( 6XPPHU 6WXG\ RQ (QHUJ\ (IILFLHQF\ LQ %XLOGLQJV 9RO

WRXUGRX[KH -3 *URGHQW 0+988% UMRRONLW $ 7TRRONLW IRU 3
+9%$& 6\VWHP (QHUJ\ 6\VWHP (QHUJ\ &DOFXODWLRQV )LQDO UHSRU

%RXUGRX[KH -3 *URGHQW 0 /H%UXQ - D 7RRONLW IRU 3UlI
&DOFXOBWUWRQ %RLOHU ORGUDQVEFEERQV 9RO 3w
%RXUGRX[KH -3 *URGHQW 0 /H%UXQ - E 7RRONLW IRU 3UL

&DOFXOBWUWQ 5HFLSURFDWLQJ &KLOOHU ORGHOV $6+5%$( 7UDQVI

%RX 6DDGD 7 ( DQG +DEHUKGODWKBUN\BL@ 3URFHGXUH IRU

'LVDJJUHJIDWLQJ 8ARKURPDGYAEQ DQ (OHFWULFDOO\ +HDWHG DQG &RI

KROIDFLOLW\ +RXUO\ 'DWD WK S OWHUVRFLHW\ (QHUJ\ &RQYHUVL
$XIXVW

%»RX 6DDGD 7 ( DQG +DEHYQ ,PSURYHG 3URFHGXUH IRU '"HYHORSL
+RXUO\ 6LPXODWHG ORGHOV 3URFHHGLQJV RI %XLOGLQJ 6LPXODYV

%RX 6DDGD 7 ( +DEHUO - O9DMGD - DQG +DUULV / 7RWDO
JLIWXUH /LIKMMWQW BHMWKIR86'2( )RUUHVWDO %XLOGLQJ 3URFH
$&((( BXPPHU\ BWXG\ $XIXVW
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%WUDQGHPXHKO O +9%& 7TRRONLW $OJRULWKPV DQG 6XE
6\VWHPV (QHUJ\ &DOFXODWLRQV $PHULFDQ 6RFLHW\ RI +HDWI
&RQGLWLRQLQJ (QJLQHHUV $WODQWD *HRUJLD

%U\DQW - DQG 2 1HDO ' &DOLEUDWLRQ RI SHODWLYH +)
7TH[DV /RDQ67%$5 3URJUDP 3URFHHGLQJV RI WKH +RW DQG
$ 0 8QLYHUVLW\ (QHUJ\ 6\V¥MNHERWIWDHER® DN R U\

&ODULGJH ' +DEHUO - %U\DQW - 3R\QHU % DQG OF%ULG

ODQDJHPHQW DQG &RQWURO 6\WWHPV IRU 3HUIRUPDQFH ORQLYV
6XPPDU\ 5HSRUW 86'2()*UDQW( '( B6XEMWWHG WR WKH 86'2( 211
RI &RQVHUYDWLRQ DQG (QHUJ\ (QHUJ\ 6\VMWEHPV /DERHJDWRU\ °
$ 0 8QLYHUVLW\ ODUFK

&ODULGJH ' +DEHUO - /LX 0 +RXFHN - DQG $DWKHU $
3UHGLFWHG 5HWURWLWM.BEYRQJYHFERAPLVVLRQLQJ" 3URFHHGL:
$&((( 6XPPHU 6WXG\ SS $XJIXVW

&ODULGJH ' +DEHUO - J/LX 0 DQG $WKDU $ ,PSOHPH(
&RPPLVVLRQLQJ LQ WKH 7H[DV /RDQ67%$5 3URJUDMPDDHG\RX $F
SHWURILW 6DYLQJV S5HYLVLWHG SURFHHGLQJV RI WKH $&

&RUWLQD 9 HG SBUHFLVLRQ +XPLGLW\ $QDO\VLV (* * (1
%HDU +LOO 5RDG :DOWKDP ODVVDFKXVHWWYVY |5 VHQVRUYV

'RHEHOLQ ( UBPPYW 6\VWHPYL@BG*UMZ <RUN 1HZ <RUN ,6¢

((, +DQGERRN IRU (OHFWULFLW\ OHWHULQJ (GLVRQ (OHFW
6% 1

(35, )XQGDPHQWDO (TXDWLRQV IRU 5HVLGWIQWBHBO DQG &F
(35, 75 9 3DOR $OWR &DOLIRUQLD (OHFWULF 3RZHU 5H\

JHOV 0 HG 6SHFLDO ,VVXH '"HYRWHG WR OHDVXULQJ (QH
BFRUHNHHSLQJ OHWKRG 35,60 (QHUJ\ DQG %XLOGLQJV 9RO

JHOV .@VVRFN . ODUHDQ 0$ DQG 5H\QROGV & $GYDQF
*XLGH &HQWHU IRU (QHUJ\ DQG (QYLURQPHQWDO 6WXGLHV 51
3ULQFHWRQ 1HZ -HUVH\ -DQXDU\

)(03 +)HGHUDO (QHUJ\ ODQDJHPHQW 3URJUDP RIUWKH 8 6 'HSDI
80 9 *XLGHOLQHY OHDVXUHPHQW DQG 9HULILFDWLRQ IRU )HGH

)(03 +)HGHUDO (QHUJ\ ODQDJHPHQW 3URJUDP RI WKH 8 6 'HSDI
$'HWDLOHG *XLGHOLQHV IRU )(03 0 9 2SWLRQ $

*ROGEHUJ 0D 7KH 9DOXH RI ,PSURYHG OHDVXUHPHQWY )DFL
'RQ W $QQLKLODWH (DFK 2WKHU (QHUJ\ 6HUYLFHV -RXUQDO

*ROGEHUJ 0 / E S5HDVRQDEOH 'RXEWV ORQLWRULQJ DQG
&RQWUDFWLQJ 3URRHHGLQIXRPHUKBEWXG! RQ (QHUJ\ (IILFLHCQ
%XLOGLQJY :DVKLQJWRQ ' & $PHULFDQ &RNQFLBQWU DQ (G
(FRQRP\

+DEHUO - %URQVRQ ' DQG 2 1HDO ,PSDFW RI 8VLQJ
70< :HDWKHU 'DWD BQPROPWLRQ $6+5%$( 7TUDQVDFWLRQV 9
+DEHUO - B5HGG\ $ &ODULGJH ' 7XUQHU ' 2 1HDO ' DQC

OHDVXULQJGGDHWLWIIV 5 HWURILWYV ([SHULHQFHV IURP WKH 7HI[D
2DN 5LGJH 1DWLRQDO IDERBDWRIU\GBIMESR )HEUXDU\
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+DEHUO - 7XUQHU :' )LQVWDG & B6FRWW ) DQG %U\DQW -
JORZPHWHUV IRU XVH LQ +9$& 6\VWHPV ORQLWRULQJ 3URFHHGLQ.
$60( -6(6 .6(6 ,QWHUQDWLRQDO 6RODU (QHUJ\ &RQIHUHQFH

+DGOMHV DQG 7RPLFK 6 ' OXOWLYDULDWH 6WDWLVWLFDO $VV
,QIOXHQFHV LQ 5HVLGHQFH 6SDFH +HDWLQJ 3URFHHGLQJV RI WKF
RQ (QHUJ\ (IILFLHQF\ LQ %XLOGLQJV 9RO SsS

+DUGLQJ - HG HQW $GMDQFHV LQ &KLOOHG OLUURU +\JURPHWU\
&RUSRUDWLRQ 7HFKQLFDO %XOOHWLQ +XQW 6WUHHW :DWHUWR
+HLQHPHLHU . DQG $NEDUL + (QHUJ\ ODQDJHPHQW DQG &RQ

8VH IRU BHUIRUPDQFH OU/ROOWRILQURIUWKH /DZUHQFH %HUNHOH\ 1
IDERUDWRU\ 5HSRUW 88 /%/XQH SUHSDUHG IRU WKH 7H[DV 6WDW|
&RQVHUYDWLRQ 2IILFH

+RXFHN - /LX 0 &ODULGJH ' +DEHUO - .DWLSDPXOD 6 DQG
2SHUDWQBQ@WDLQWHQDQFH 2 0 6DYLQJV DW WKH 6WDWH &DSLWRO
/IDE 7THFKQLFDO 5HSBUW 1R {B/[DV $ 0 8QLYHUVLW\ &ROOHJH 6WDW
7H[DV

+XDQJ 3 +XPLGLW\ OHDVXUHPHQWY DQG &DOLEUDWLRQ 6WDQ
7UDQVDFWLRQW 9RO

+XUOH\ & : DQG 6FKRROH\ -) &DOLEUDWLRQ RI 7THPSHUDWX
,QVWDOOHG LQ %XLOGLQJV 1 % 6 %XLOGLQJ 6FLHQFH 6HULHV 5H

+XUOH\ : OHDVXUHPHQW RI 7THPSHUDWXUHOGXPREDW\ DQG )C
$FTXLVLWLRQ IRU %XLOGLQJ DQG (TXLSPHQW (QHUJ\ 8VH ORQLWRU
&21) ODUFK

+\ODQG 5: DQG +XUOH\ & : *HQHUDEOLWH &BOLRUUVWRR QVKH
+XPLGLW\ DQG ORLVWXUH &RQWURO66\% WHPYVLDQ BFAKILFHOEGAH 6§ ¥ U L1H %
6HSWHPEHU

3&& ,PSDFWV $GDSWDWLRQV DQG OLWLIJDWHFE® ®RIFOMDLPDWH &
$QDO\WHV &RQWULEXWLRQ RI :RUNLQJ *URXS ,, WR WKH 6HFRQG $
,QWHUJRYHUQPHQWDO 3DQH® RYROBZDWHH BGRDQGH SS

.DWLSDPXOD 6 7KH *UHDW (QHUJ\ BUHGLFWRU 6KRRWRXW ,,
/IDUJH &RPPHUFLDO %XLOGLQJV $6+5%$( 7TUDQVDFWLRQV 9RO K

.DWLSDPXOD 6 DQG +DEHUO - $ OHWKRGROBHVWRUGHQWLI\
1RQHDWKHBHQGHQW (OBFWWLRURGEHHGLQJIV RI \§ KH $60(
,QWHUQDWLRQDO 6RODU (QHUJ\ &RQIHUHQFH $60(00BEZK<RUN 1HZ

.DWV * _XPDU 6 DQG 5RVHQIHOG $ 7KH 5ROHIQM U DQ ,QWF
9HULILFDWLRQ 6WDQGDUG LQ 5HGXFLQJ 3ROOXWLRQ 3URFHHGLQ.
BWXG\ 9RO 3DQHO

.DWV * B5RVHQIHOG $ DQG OF*DUDJKDQ 6 (QHUJ\ (IILFLHQHF
7KH (PHUJHQFH RI DQ (IILFLHQF\ 6HFRQIGD &RPPHNIFIWDIR % ¥DYGQQ J\
B3URFHHGLQJV RI WKH (&((( 6XPPHU 6WXG\ 9RO , 3DQHO

.LVWVRFN . &ODULGJH ' +DEHUO - DQG 5HGG\ § OHDVXULC
WKH 7H[DV /RDQ67%$5 3URJUDP 3UHOLPLQDU\ OHWKRKWRIORI\ DQG 5F

SURFHHGLQJV RiI6WKEBEBEOQWHUQDWLRQDO 6RODU (QHUJ\ &RQIH
+DZDLL $SULO

.LVWVRFN . :X ; 6SDUNV 5 &ODULGJH ' ODKRQH\ - DQG +DEH
9HUVLRQ G (QHUJ\ 6\VWHRY /DERUDMWPW\ (BILQHHULQJ
([SHULPHQW 6WDWLRQ 7H[DV $ 0 8QLYHUVLW\ 6\VWHP 'HFHPEHU

S5HIHUHQEHYV



.QHEHO ' ( 6LPSOLILHG (QHUJ\ $QDO\VLV 8VLQJ WKH ORG
$WODQWD *HRUJLD ,6%1

.XOZLFNL % +XPLGLW\ 6 HQ¥RHWYLFBDRX&IQDMPRF WRHLH W\
SS
/IDQGPDQ ' DQG +DEHUO - D %DR B @& KiDJ WHH LD\ EDHHP SO D W H

6SUHDGVKHHW 3URFHGXUS$IDIWRDP & WOIRSS@IDDAWIHRGHO IRU 5HVLGI
&RPPHUFLDO %XLOGLQJV/DERQHDWRUYWHENRBW 1R (6/

/DQGPDQ ' DQG +DEHUO - E $ 6WoFEHRRQL@IQRWWREBUR
$QDO\]LQJ (QHUJ\ SWEBLF 6FKRROV (QHUJ\ 6\VWHPV /DERUDYV
(6/75 1RYHPEHU

JHLGHU 0 GWRWHGPSHURPHWULF +XPLGLW\ 6HQVRU -RXL
(OHFWURFKHPLVWU\ &KDSPDQ DQG +LOO 9RO SS

/JLSWDN % ,QVWUXPHQW (QJLQHHUV +DQGERRN UG (GLV
$QDO\WLV &KLOWRQ %RRN &RPSDQ\ 5DGQRU 3HQQV\OYDQLD
OLOOHU 5 Y)ORZ OHDVXUHPHQW +DQGERRN OF*UDZ +LOO 3
1HZ <RUN ,6%1

ORUULVVH\ & - $FRXVWLF +XPLGLW\ 6HQVRU 1%$6%$ 7HFK
DFRXVWLF

D 251/ SYBFWLFDO *XLGH IRU &RPPLVVLRQLQJ ([LVWLQJ %.

SBRUWODQG (QHUJ\ &RVHUYDWLRQ ,QF IRU 2DN 5LGJH 1DWLR
$YDLODEOHKWWYRXHRHMOHIRY FRPPHUFLDOSURGXFWYVY UHWURI

5DEO $ 3DUDPHWHU (VWLPDWLRQ LQ %XLOGLQJV OHWKR
OHDVXUHG (QHUJ\ 8VH -RXUQDO RI 6RODU (QHUJ\ (QJLQHHULC
5DEO $ DQG 5LDKOH $ (QHW IR 6 LIRPRHXUFAL DB @HXLOGLQ.
OHDVXUHG 'DWD DQG ,QWHUSUHWDWLRQ (QHUJ\ DQG %XLOGL
5DPER] - ' DQG OF$XOLIlI 5 & $ &DOLEUDWLRQ 6RXNYLFH

OHWHUV 1 % 6 7HFKQLFDO 1RWH

5HGG\ TG RQDULGJH 8QFHUWDLQW)\ RI OHDVXUHG (QH!
6WDWLVWLFDO %DVHOLQH ORGHOV $6+5%$( +9$& 5 5HVHDUFK

5H\QROGV & DQG )HOV 0 5HOLDELOLW\ &ULWHULD IRU :
%LOOLQJ 'DWGLQIVREIHS & ((( 6XPPHU 6WXG\ RQ (QHUJ\ (IILFL
9RO Ss

5RELQVRQ - %U\DQW - +DEHUO - DQG 7XUQHU &DO

S3DGGOHZKHHO ,QVHUWLRQ J)ORZPHWHUV 3URFHRGLOQHYHH WK
7TH[DV $ 0 8QLYHUVLW\ (QHUJ\ 6\VWHPV /BBRUDWRU\ 5HSRUW

5RVV , - DQG :KLWH * 0 +XPLGLW\ ,QVWUXPHQWDWLRQ
(QYLURQPHQWDO 6FLHQFHV 7UDQVDFWLRQV RI WKH $6$( QG

5XFK ' DQG KODULGJS$ )RXU 3DUDPHIWRHIQ WKIRWIHO IRU 3UHGLF
(QHUJ\ &aRQVXPSWLRQ LQ &RPPHUFLDO %XLOGBQIVO(SURFHHGLIL

6(/ 7516<6 9HUVLRQ DQG (QJLQHHULQJ (TXDWLRQ 6RO
/DERUDWRU\ OHFKBIQLRDOH®DU@HP HQW 8QLYHUVLW)\ RI :LVFRC
‘LVFRQVLQ

6RHEDUWR 9 'HYHORSPHQW RI D &DOLEUDWLRQ OHWKRG
6LPXODWLRQ ORGHOV 8VLQJ 'LVDJJUHJDWHG (QHUJ\ 8VH 'DWD
'"LVVHUWDW MRRH QWSPBIUSUFKLWHFWXUH 7H[DV $ 0 8QLYHUVLW\
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6SDUNV 5 +DEHUO - %KDWWDFKDUWD 6 5D\DSUROX 0 :DQJ
7THVWLQJ RI 'DWD $FTXLVLWLRQ 6\VWHPV IRU 8VH LQ ORQLWRULQJ
6\VWHPV S3URFMWMHGLQUIWWRIK 6\PSRVLXP RQ ,PSURYLQJ %XLOGLQJ 6
+XPLG &OLPDWHY 'DOODV ©BBIDV SS

9LQH ( DQG 6DWKD\H - *XLGHOLQHV IRU WKH ORQLWRULQJ
9HULILFDWLRQ DQG &HUWLFLLFOWE B RRA H QaBUDFW HD LW LIJDW LR Q
/%1/ 5HSRUW

9LROHWWH ' %UDNNHQ 5 6FKRQ $ DQ¥XGCMMXVWNHG (QJL@MHDUNLIQMV
(VWLPDWH :KDW &DQ 7KH (YDOXDWLRQ $QDO\WW 'R $ERXW 7KH (QJ
$QDO\VLV" 3URPMKIELQJIYQRIUJ\ 3URJUDP (YDOXDWLRQ &RQIHUHQFF
L,OOLQRLYV

':LHVPDQ 6 HG OHDVXULQJ +XPLGLW\ LQ 7THVW &KDPEHUV *H
&RUSRUDWLRQ +XQW 6WUHHW DWHUWRZQ ODVVDFKXVHWWYV

:LVH - $ [WFRIDEYV 7TKHUPRPHWURJUDGSK ORQDQXDU\

:LVH - $ DQG 6RXOHQ 5 - 7TKHUPRPHWHU &DOLEUDWLRQ $ Ol
IDERUDWRULHY 1 % 6 ORQRJUDSK -DQXDU\

5, *XLGHOLOHVERRWD HFMWGH G (OHFWRU LW KW \3 8B RNRIFRW VIR U
SURMHFVOWERRDO QQHG IRU SXEOLFDWLRQ E\ WKH :RUOG 5HVRXL
DQG WKH :RUOG %XVLQHVYV &RXQFLO IRU 6XVWDLQDEOH '"HYHORSP
277 JKIJSURWRFRO RUJ

5HVRXWHEPQLIWMWLRQ

7TKHROORIORUIIDQLIDWLRQV SURYLGH XVHIXO DQG UHOHYDQW LQIRUP
PDLQWDLQ RQ EWA HHARVOWHRQY XS WR GDWH OLVW RI WKH IROORZLQJ
OLQNV LQ WKLV GRFXPHQW

$LU SR LRQLQJI DQG 5HIULIJHUDWLRQ &HQWHU OHFKDQLFDO (QJLC
7(/ KWWS DFUF PH XLXF HGX

$PHULFDQ &RXQFLO IRU DQ (QHUJ\ (IILFLHQW (FRQRP\ $&((( :DVK
KWWS ZZZ DFHHH RUJ

$PHULFDQ 6RFLHW\ RI +HDWLQJ S5HIULJHUDWLQJ DQG $LU &RQGLYV
$WODQWD *HRUJLD 7(KWWS ZZZ DVKUDH RUJ

$PHEDRQ 6RFLHW\ RI OHFKDQLFDO (QJLQHHUV $60( 1HZ -HUVH\ 7¢(
KWWS Z7ZZ DVPH RUJ

$VVRFLDWLRQ RI (QHUJ\ (QJLQHHUV $(( /LOEXUQ *$ 7(/
KWWS DHHFHOWHU RUJ

%RLOHU (IILFLHQF\ ,QVWLWXWH 'HSDUWPHQW RI OHFKDQLFDO (QJ
$ODEDPD 7(/ KWWS Z77Z ERLOHULQVWLWXWH FRP

&HQWHU IRU (QHUJ\ DQG (QYLWKRQRHQYM-ONRYXEQEWH BV LW\ 1HZ -F
7(/ KWWS ZZZ SULQFHWRQ HGX aFHHV

(GLVRQ (OHFWULF ,QVWLWXWH ((, :DVKLQJWRQ '& 7(/
KWWS ZZZ HHL RUJ UHVRXUFHV SXEFDW

(QHUJ\ 6\VWHPV /DERUDWRU\ &ROOHJH 6WDWMRDS 7 H[DA 7(/
HVO WDPX HGX

JORULGD 6RODU (QHUJ\ &HQWHU &DSH &DQDYHUDO )ORULGD
KWWS Z7ZZ IVHF XFI HGX

S5HIHUHQEHYV



,(61%$ SXEOLFDWLRQV 1HZ <RUN 1HZ <RWNWS7(/2ZZ LHVQD RUJ

IDZUHQFH %HUNHOH\ 1DWLRQDO /DERUDWRU\ /%1/ %HUNHOF
(PDL@7'LQIR#OE®BWRNS HHWG OEO JRY

IDWLRQDO $VVRFLDWLRQ RI (QHUJ\ 6HUYLFH &RPSDQLHV 13$(¢
KWWS 777Z QDHVFR RUJ

(QHUJ\ UPIRWLRQ $GPLQLVWUDWLRQ (,$ 'HSDUWPHQW RI (QH
KWWS ZZZ HLD GRH JRY

IDWLRQDO 5HQHZDEOH (QHUJ\ /I DERUDWRU\ 15(/ %RXOGHU .
7(/ KWWS Z7Z7Z QUHO JRY

I1DWLRQDO 7THFKQLFDO ,QIRUPDWLRQ 6HUYLFH 17,6 8 6 'HSI
UHSRVLWRU\ IRU DOO SXEOLFDWLRQV E\ WKH )HGHUDO ODEV

7(/ KWWS Z7ZZ QWLV JRY

2DN 5LGJH 1DWLRQDO /DERUDWRU\ 251/ 2DN 5LGJH 7HQQHV
7THO KWWS Z7ZZ RUQO JRY 251/ %7&

3DFLILF 1IRUWKZHVW 1DWLRQDO /DERUDWMRRQ311/ 5LFKODAQC
7THO KWWS Z7Z7Z SQO JRY EXLOGLQJV

OHDVXUHPHQW S5HIHUHQFHYV

$6+5%( $QQH[ $ FRQWDLQV XVHIXO LQIRUPDWHR®RJ XH\Q VIRIE

VW

DQGDUGYV IRU PHDVXUHPHQW DQG WHVW PHWKRGV IRU FKLOC

IXUQDFHY WKHUPDO VWRUDJH DQG DLU KDQGOLQJ VA\VWHPV W
FRQVLGHUDWLRQV WKRXJKWGE&BWHRY WHFRORVYRDWYWKIRQHVHDUFK W

GDWD ZDV GRQH LQ

6WDQGDUGMYRESHMHFWLYH Y(. WIRDBNXIH Q Q/V W U XOPUHH W V

(1 *DV PHWHDESKUDJP JDV PHWHUYV

(1 $

(1 +HDW P HIDHUW *HQHUDO UHTXLUHPHQWYV

(1 +HDW P H3\DHUWW &RQVWUXFWLRQDO UHTXLUHPHQWYV
(1 +HDW P HIDHUW 3SIDWWHUQ DSSURYDO WHVWYV

(1 +HDW P H3\DHUWW ,QLWLDO YHULILFDWLRQ WHVWYV

(1 *DV PHWHUMOH JDV PHWHUYV

(1 $

(1 *DV PHW&HARIYHUVLRQ S WHMLFHYROXPH FRQIYHUVLRQ
(1 $

(1 *DV PHWFHRWDU\ GLVSODFHPHQW JDV PHWHUV

(1 $

(1 $ :DWHUHRJNBD UW *HQHUDO UHTXLUHPHQWYV

S5HIHUHQFHV



)G FRQGLWLRQ

G HTXLSPHQW

HTXLUHPHQWYV
LQGH[HV $ %

DU UHTXLUHPHC
V LQGH[HV $ DC

(1 $ :DWHU PH3IDHWMW ,QVWDOODWLRQ D

(1 $ ‘DWHU PH3DHWW 7HVW PHWKRGV DQ

(1 B8OWUDVRQLF GRPHVWLF JDV PHWHUV

(1 (OHFWULFLW\ PHWH UFL QIIDMW T L SPHE@AN DD U
WHVWV DQG WHWYWWHRQIGLWHRQNVSPHQW FODV

(1 (OHFWULFLW\ PHWHUL @D HWX L SPIHOW. FIX &
(OHFWURPHFKBQYABRO PAWLYH HQHUJ\ FODV

(1 (OHFWULFLW\ PHWHUL @D HWX L SPIHOW. FIX &
6WDWLF PHWHUV IRU DFWLYH HQHUJ\ FODVYV

DU UHTXLUHPHC
LQGH[HV $ %

2WKHU (XURSHDQ DQG QRIVHRG 8 DAL RQMBE QWL QWHUSUHWBWLRQ RI GI

UHVVXUH GLIIH

(1,62 3HWUROHXP SWWBNPWYDWLRQ DQG DSSOLFDWLRQ RI SUHFL
UHODWLRQ WR PHWKRGV RI WHVW

(1 OHDVXUHPHQW RI OLTXLG IORH LG LFQDIRFH W KRR G B2 W V

(1 OHDVKRHQW RI IOXLG IORZ LOQHWRREG RREBROWDIWLQJ WKH
SHUIRUPDQFH RI HOHFWH\R A DYQRW LFLTXRB V

(1,62 OHDVXUHPHQW RI IOXLG IORZ E\ PHDQV RI S
3DUW  2ULILFH SODWHV QR]JOQWM UDNHEG 9IH® WIXWAXW R BHV
FURVMFWLRQ FRQGXLWV UXQQLQJ IX0O0

(1,62 OHDVXUHPHQW RI FRQGXFWLYH OLTRHB/KRREY LQ FORVHG FF
XVLQJ HOHFWURPBIYOHWLF, 8D RZ

(1,62 OHDVXUHPHQW RI JDV IORZ E\ PHWQWIR QRYIIOMMFDO IORZ 9H

(85$&+(04XDQWLI\LQJ 8QFHUWDLQW\ LQ $QDO\WLFDO

OHDVXUHPHQW

(852/$% 7THFKQLFDO 5HSRUW 30HDVSOUARB QWFS\QLRRHU WRDIL BMALQQH UV’

LQWHUYDOV UH

RP WKH QRUPD

VXUHPHQW PHYV

DWLHV

.62 6WDWLVWLFDO LQWHUY W/ WDAGE RQ R LGB Q/MmH
SURSRWWLR

.62 6WDWLVWLFDO LQWHRBDSWHW DWERQERD VEIDRDD Q G
FRQILGHQFH LQWHUYDO

.62 6WDWLYRAFEXODU\ DQG V\PEROV

.62 BWDWLVWLFDO LQWHHSYWHWRW LRSRUGXWD |U
GLUBMXIWLRQ

.62 $FFXUDF\ WUXHQHVV DQG SUHFLVLRQ RI PHD

62 75 OHDVXUHPHQW R(YO®KX®WARD RI XQFHUWDL

62 75 $VVHVVPHQW RI XQFHUWDLQW)\ LQ FDOLEUDWLRQ DQG XV}

PHDVXUHPHQW3GMYW.FHMQHDU FDOLEUDWLRQ UHODWLRQVKI

S5HIHUHQEHYV



6HH DOVR $QQH[ & IRU VSHFLILF PHDVXHPHQW VWDQGDUGV LQ Y

& D OLE U DMALHRMF 5H

SOMEUDWHRMQFH®KDSTWIILWW RI 86 SXEOULUDPMADEEN DERYH
% DNBIQG +XUOH\ WHQHGLFW %U\DQW DQG 2 1HDO
((, +DEHUO HW DO +DUGLQJ +XDQJ +)
+XUOH\ +\ODQG DQG +XUOH\ XOZLIESNANDN IHLG
OLOOHU ORUULVVH\ 5DPER] DQG OF$XOLII SRELQ’
"KLWH 6SDUNYV 'LHVPDQ LVH 'LVH DQG 6RX

(XURSHDQQOMMHIJQDWLRQDO 6WDQ @DV GIVLEX S YUY
,Q %XLOGLQJV

$VVHVVPHQW Rl HQHUJ\ SHUIRUPDQFH RI EXLOGLQJY RQ WKH ED

x (1
x (1
x &(1 &5
X ,62 ',6
X ,62
'"HILQLWLRQV DQG UHTXLUHPHQWY UHODWHG WR HQHUJ\ VHUYLF
x (1
(FRQRPHEIRUPDQFH
X ,62 3Dbuw
x (1
2YHUEXQOGLQJ
x 3U(1 $VVHVVPHQW Rl GHOLYHUHG HQHUJ\ XVHG LQ EXLO
x 3U(1 2YHUDOO HQHUJ\ XVH SULRBPIUMWRKUI\ DQG &2
x 3U(1 &DOFXODWLRQ PHWKRGV IRU HQHUJ\ HIILFLHQF\ LP
RI LQWHJUDWHG EXLOGLQJ DXWRPDWLRQ V\VWHPV
x (1 VHULHVY OHWKRG IRU FDOFXODWLRQ RI VIVWHP HQHUJ
HIILFLHQF\ IRU KHDWLQJ DQG GRPHVWLF KRW ZDWHU
X ,62 7TKHUPDO SHUIRUPD@FBCRRIXEXOMIIAR@ RM HQHUJ\ XVH |
KHD®/J
+HDWLQBRBQEAIF XODWQRHDP RIEWR IR G V
X (3%' :,
x (1 VHULHV
x (1
X ,62
X ,62
x (1
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x (1
x (1
x (1
, QGRIRQURX WG RRUG LMMIORFFXODWLRQ DQG SUHVHQWDWLRQ RI FOLPDWLEF C
X ,62
,62
,62
,62

X
X
X
X ,62
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$ ,QWURGXFWLRQ

7KLV $SSHQGL[ SUHVHQWYV D YDULHW\ RI SUR M IEBFHW LW{ES HVVIX@IE® G
DULVLQJ IURP WKH GHVFULEHG VLWXDWLRQV (DFK BH[®PSOH VKR
GHVLIQ WKRXJK WKHUH DUH QXPHURXYV SRVVLEOH GHVLJQV IRU

7KH H[DPSOHV FRYHU GLIITHUHQW VFHQDULRYV

Xx 3XPS PRWRU HIILFLHQF\ LPSURYHPHQW $

3XPS PRWRU GHPDQG VKLIWLQJ %

/ILIKWLQJ HIILFLHQF\ %

/ILIJKWLQJ RSHUDWLRQDO FRQWURO %

6WUHHW OLJKWLQJ HIILFLHQF\ DQG GLPPLQJ %

&RPBHVVHG DLU OHDNDJH PDQDJHPHQW  $
7TXUEUQGRHUDWRU VHW LPSURYHPHQW $

%RLOHU HIILFLHQF\ LPSURYHPHQW $

0XOW(LSSXZH W K P HRMOKMUHH@EDYWHD  $

:KROH IDFLOLW\ HQHUJ\ DFFRX@WLQJ UHODWLYH WR EXGJHW
OXOW(ESSWYHLQ D EXLOGLQJ ZLWKRXVE H\WQHAHQYPRPRIG/ HUV LQ WKH
Xx 1HZ EXLOGLQJ GHVLIJQHG EHWWHU WKDQ FRGH $

7KHVH H[DPSOHV JR LQWR YDU\LQJ OHYHOV RI GHSWK LQ RUGHL
FRPPRQI DSSWERBV 1RQH RI WKHP LV FRPSUHKHQVLYH 5HDGHUV
ZHEVLWH IRU PRUK BRPBQYBWH V5 ®HQ B\ RUIZVH ZRUOG RUJ
DFFHVVLEOH WR (92 $6X\ER/ FJQEHIN,OFRQWDLQWVIH]BBOQFHDWLRQV
QHZ EXLOGLQJV D ®Q HUHIQ HAIREVDHF WV

7KHVH H[DPSOHV IURP DURXQG WKH ZRUOG XVH WKH YDREHDW\ RI

FRPPRQ X\XHH IROORZLQJ WDEOH SURYLGHV XG HDWRIMWHFKQWRRQ R
TXDOQWH[WUH¥VHG LQ DSSUR[LPDWH DOWHUQDWH XQLWYV

OXOWLSO\%)\ WR JHW
1DWXUDO I W
JDV 1 PFI | W
BWHDRRXQG NJ RI VWHDP
2LO | OLWHU JDOORQ 86

(92 VXEVFULEHUY DUH HQFRXUDJHG WR \9f8PLLVE QK HQ B (R RIQDEE
ZHEVLWHYV OLEUBPRY SHRDEBYRE RUJ

$ 3XPS ORWRU (IILFLHQF¥2BBURQHPHQW

6LWXDWHRQUULIJDWHRWY PARAS GLVWUBRXWHKG DJLROQGDDULFXOW X!
WR SXPS ZDWHU IURP XQGHUJURXQG ZHOOV 3XPS RSHUDWLRQ L
VLPRQWK DQQXDO GU\ VHDVRQ WKRXJK SXPSV DUH WXUQHG RQ
ORFDO XWLOLW\ RITHUMB OHSIOWW HDWKWHXEX BEVLELWE®FQ BX KEVKD Q

$SSHQGL[ $ ([DPSOHV



PRWRUV 7R PDNH WKH ILQDO SD\PHQW RI WKW HNXE\GHP R @\KW DOMWLARAQ
RI DYRLGHG HDM WDINRWRHWKDW DGKHUHV WR ,3VWHG 7IKH REZHDFLYQ L &
ROG SXPSV DQG UHGXFLQJ HQHUJ\ FRVWY VR KH SDLG IRU WKH EDOI
DJUHHG WR SURYLGH GDWD WR WKH XWLOLW\ DIWHU UHWURILW

)DFWRUV $IIHFRWL HVWRKPS HOHFWULFLW\ PHWHULQJ LV E\ XWLOLW
FRQXPSWLRQ PHWHUYV 7KHVH PHWHUVY VHUYH RQO\ WKH SXPSV %H
SURMHFW LW ZDV FRQVLGHUHG SRVVLEOH WKDW WKH QHZ SXPSV PLJ
ZHOOV VR WKDW SXPSLQJ KRXUV FRXOG EH UHGXAMHMIGDWKH RZQHU DC
RSHUDWLQJ KRXUWDUYGRQWWHQIBIRKBRQ WKH JURZLQJ FRQGLWLRQV DQ
\HDU 1HLWKHU SDUW\ KDV FRQRNUHRODQR® B Y DMKLHDBADOHQ HU J\

7KH RZQHU VRXJKW WKH OIRAH ¥YDWXKRNNLICEIJOBQRER ¥ BS ARRDWW R IWLKKH RXW L O
7KH RZQHU KLUHG D FRQWUDFWRU WR VHOHFW DQG LQVWDOO SXPSYV
VSHFLILFDWLRQV

3XPS IORZ LV FRQVWDQW ZKHQ RSHUDWLQJ EHFDXVH WKHUH DUH QR
ODUJHO\ XQDIIHFWHXG E\ WKH SXPSLQ

09 30DTKH 9 30ZQ®V MRLQWO\ GHYHORSHG E\ WKH RZQHU DQG XWLOL
SURYLGHG E\ WKH XWLOLW\ ,3023 9ROXSWLRQYEVHOHFWHG WR
PLQLPQLIJHFRVWY 7KH DJUHHG 2BW MRRQ G3HB RiW WR B \WHOH DQQ XD O

SXPS RSHUDWLQJ KRXUV IRU D QRUPDO \HDU DQG PXOWLSO\ WKDW C
UHGXFWLRQV

W zZzDV DJUHHG WKDW WKH LQVWDOODWLRQ FRQWUDFWRUYYVY PHDVXU
DFFXUDWH WR PHDWWMARMIMRXLUHPHQWY %HIRUH UHPRYDO WKH F
SRZHU GUDZ Rl HDFK ROG PRWRU DIWHU LW KDG EHHQ UXQQLQJ IRU

PDLQWDLQHG WKH ULJKW WR ZLWQHVV WKHVH PHDVXRIAPHQWY 6LQF
DYHUDOHQXDO RSHUDWLQJ KRXUV ZHUH GHULYHG IURP WKH ELOOHG +
SDVW \HDU GLYLGHG E\ WKH PHDVXUHG N: SRZHU GUDZ Rl WKH ROG ¢
VKRZHG WKDW RQ DYHUDJH WKH SXPSV RSHUDWHIB URHW UR | LKAR XAKWH L Q
XWLOLW\ IRXQG GDWD UHYHDOLQJ WKDW WRWDO UDLQIDOO GXULQJ \
7KH RZQHU DQG XWLOLW\ WKHUHIRUH DJUHHG WKDW SXPS RSHUDWLF
WKDQ QRUPDO 7KH\ DJUHHG WEBW QRIUPDO REXUWRZXRXOSHU

\HDU

5HVXOWWYW HOQNDYLQHVYH GHWHUPLQHG XVLQJTIDWLRIWICR@E¥ IROORZ\

7TRWDO ORDG RI DOO SXPSV ENIRUH UHWURILW
7TRWDO ORDG RI DOO SXPSVY DIWHU UHWURILW

1HV ORDG UHGXFWLRQ N:

(QHUVDYLQJV N: [ KRXUV \HDU N:K \HDU

7KH XWLOLW\ FRPSDQ\TV ILQDO SD\PHQW RI LWV VXEDYGQZIVDV EDVHG

1RWH WKLV QXPEHU VKRXOG EWL B QIWHVD/GNE QZFLRMKDRVQRWNAI QLILFDQW GLIJLWV
,W VKRXOG PRUH FRUUHFWO] EHHRBHWHNY HFRMARQ IRUP LV XVHG

7KH DFWXDO FDOFXODWHG QXPEHU RI VKRXOG ERKWVHDYPRWEM FK®H LQJ VLJIQL
EHFDXVH WKH VXEWUDFWLRQ WKDW OHG WR WKH VKR X ONK B RRE KGR QPRPUERH G LI LW \
ZLWK WKH IHZHVW WR LWV ULJKW KDV QRQH VR KDV QROQH

7KH SURGXFVQGR | KDYH RQO\ VLJTKRKXBEBROMWBQLWLIWWKH SURSHU H[SUHVVLRQ RI
WKHLU SURGXFW UV [

$SSHQGL[ $ ([DPSOHV



8VLQJ WKHVYWEPRSHIDOWLQI SHULRBYWWRHBWRHIORIGY QRUPDO
UDLQIDOO FRQGLWLRQV DQG DW FXUUHQW XWLOLWXKPULFHV ZHU
5 N:K 5 \HD&WLOLW\ VHUYLFH DQG QHWZRUN FKDUJHYV Z

$ 3XPS ORWRU 'HPD QG BEWIVRID %

6WXDWLHRHRLUULIDWLRQ V\VWHP GHVPEHRFHE DY BOVROGAILIL EOH
VXEVWDQWLDO XWLOLW\ LQFHQWLYH LI WKH SXPSV DUBIQGHSW R

RQ DOO ZHHNGD\V WKDW DUH QRW SXEHGEG& D KRBV 7KF
EDVHG FRQWURO V\VWHP WR UHPRWHO\ DQG DXWRPDWLFDOO\ FI
VKLIWLQJ VWUDWHJI\ 7KH SXPS FRQWURO DFF®R EGWKBHMWRY E\ WK
XSFRPLQJ \HDUYV VFKHGXOH RI SXEOLF KROLGD\V

J)DFWRUNWFSNLQD WKHHIVLIQKH RZQHU EHOLHYHG WKDW FXUWDLOLQJ
PD[LPXP RI KRXUV SHU ZHHN ZRXOG QRW EH FULWLFDO WR
H[SHFWHG IHZHU EUHDNGRZQV RI WKH QHZ SXPSV VR WKHUH ZR
VHDRQ JURZWK

7KH XWLOLW\ UHFRJQL]J]HVY WKDW WKH RZQHU GHFLGHV ZKHWKHU
QHHGV 7KHUHIRUH WKH XWL@WIRW3UHITEROKBHD GKNAPHQFH
2SWLRQRW XEVWFEWHDWHVHPHUIRUPDQFH EHIRUH PDNLQJ WKH L

7KH RZQHU IHOW WKDW KLV ILQDQFLDO SD\EDFN SHULRG IRU WK
DOUHDG\ ORQJ 7KHUHIRUH KH GRHV QRW ZDQW WR VSHQG D VLJ
SURYLGHBOAYMWKHQFH UHTXLUHG E\ WKH XWLOLW\

0 9 30DKH XWLOLW\ DQG RZQHU DJUHHG WEDRY\DRQIEQK ZRK QE
JLYH WKH RQJRLQJ HYLGHQFH WKDW WKH SXPSV ZHUH RIl GXULQ
SURYDULDBVKH ISUHVHQFH RI HOHFWULFLW\ IORZ LQ H[FHVV RI W
HTXLSPHQW WKURXJK DQ\ Rl WKH HOHFWULFDO LEUGW H\GRFWX K H
VHQVRUV DQG GDWD ORJJHUV ZHUH FODPSHG RQ HDPKRSRZHYGO L
ORJJHUV KFXIDWIMBEO HE EMVMKE HIRZHU V\VWHP

7KH RZQHU KDV KLUHG WKH VXSSOLHU RI WKH FRQWURO DQG PR
GDWD FKHFN WKH FORFN VHWWLQJV DQG JLYH D UHSRUW WR W
RSHUDWLRQ ZLWKLQ DQ\ ZHHNGD\ SHDN SHULRGYV

5HVXOWYV WKH ILUVW \HDU DIWHU LPSOHPHQWDWLRQ RI WKH FRQ
PRQLWRULQJ DJHQW UHSRUWHG WR WKH XWLOLW\ WKDW SRZHU
VSHFLILF ZHHNGDWW\7TKHUXWLHG WKDW WKHVH GD\V ZHUH DOO ¢
QR RSHUDWLRQV GXULQJ WKH GHILQHG SHDN SHULRGV 7KH GHP
N: I[URP WKH PHDVXUHPHQW RI WKH QHZ BKR IVQ QHMHO$SSWHQLGW| ¢
ZD¥FRPSXWHG DQG SDLG EDVHIGH I RRQUWHKGY 2SWLRBREPPQG VKLIW

$ /LIKWLQJ (IE2BMWIGRQ $

6LWXDWRBR HIILFLHQW OLJKW IL[IWXUHYVY DUH LQVWDOOHG LQ SO
VFKRRO PDHIQOMDLQLQJ OLJKW OHYHOV 7KLV SURMHFW ZDV SDUW
ERDUG WR KLUH D FRQWUDFWRU ZKR ZRXOG GHVLJQ LQVWDOO
VFKRROV 3D\PHQWYV XQGHU WKH FRQWUDDNEW W WHWADSHE® R P HD
SUHYDLOLQJ DW WKH WLPHG6®IYV U@ QW RWEKHH GRERQIMODFWOWHG DF
, 3093 DGKHUHQWDPPHGLDWHO\ DIWHU FRPPLVVLRQLQJ RI WKH U
FRQWUROV RSHUDWLRQ RI WKH OLWKWKH W KIRERQW UDOFVE YRBEKPEL

LV WKH DFWXDO FDOFXODWHG YDOXH EHIRUH VLIJQLILFDQW GLJLW URXC

7KLV DPRXQW FDQ EH H[SUHVVHG LQ QRVERUIN RPK VG H VERYH LEDOM GLRLWLRQV
PLQLPXP QXPEHU RI VLIJQLILFDQW GLJLWV 7KH DFWXDO FDOBXG®GINWHG YD GXH |
[ WKRXJK LV FXVWRPDU\ FXUUHQF\ IRUPDW

$SSHQGL[ $ ([DPSOHV



(92 + 2SWLRXQVEIWLPRSHHOWLQJ KRX B IZDKWHWR EH
GHWDLOHG DIWHU FRQWUDFW VLJQLQJ

)DFWRUV $11HFWLQHVWKE GHYHORGSIOQIOMKKH IROORZLQJ ZHUH
FRRVLGHUHG

Xx $00 OLJKW IL[WXUHV DUH SRYROWGVESBORRPRWRMMHP GHGLFDWHG WR
VLWXDWLRQ PDNHV SRZHU PHDVXUHPHQW VLPSOH

X 2SHUDWLRQ RI OLJKWV VLIJQLILFDQWO\ DIIHFWV KHDWLQJ HQHUJ\ L
QHHGHG WR EH HVWLPDWHG

X 2SHUDWLRQ RI OLIJKWYV VLJQLIIFRROLQVU WIHA KXWV HPHHRXWDY L FHRA HY HU
YHU\ OLWWOH RI WKH VFKRRO LV PHFKDQLFDOO\ FRROHG DQG WKD
ZDUPHU ZHDWKHQWHRRNBEOHNIYBHUM LIQRUHG

x 6FKRR®DUG RIILFLDOV KDG GLIILFXOW\ DFFHSWLQJ DQ DUELWUDU\
SHULRGV 7KH\ DJUHHG WR SD\ IRU DPRIQUMHKX®OHU LIRBY WIUE R BILVPH GO L
SDWWHUQWFKRROQH KLY WHVW ZRXO/GVY & ER/BMD@WILLHW HK MKWHY W KD W
ZRXOG EH DJUHHG IRU DOO VFKRROV

0 9 3SODRKHWPHDVXUHPHQWRRWROMZDY GUDZQ WR LQFOX&HHNVNKH OLJKWI
FRQQHFWHG WROMKMXSSO\ VA\VWHP

Xx 7KH KHDOLWQWHUDFWADNH GHMAFMWPLQHG E\ HQJLQHHULQJ FDOFXODWLR
LQFUHDVH RIVERHWHOHUJ\ UHTXLUHPHQWY IRU WKH SHULRG IURP
%RHU HIILFLHQF\ LQ ZLQWHU ZDV HVWLPDWHG WR EH XQGHU W\

X 7TKWWDWLVUBFRUWRWHCE DR/HBWBEHI XGHG D OLIJKWLQJ VXUYH\VJLYLQJ D
ORFDWLRQ OLJKW OHOXCEBOXRFRREEQUDRMLWEKH QG EXUQHG RXW OD
ILIWXUHV

X OLJKWLQJ ORJJHUV ZHUH SODFHG LQ UDQGRPO\ FKRVHQ FODVVU
DQG RIILFHVY DQG DOVR LQ WKH J\P DQG DXGLWRULXP IRU WZR PR
RQEHHN Q3IKIROLGD\ DQG WZR OHJDOWR®IDGD|HVITWEKEBHG® WD REWD

o mpC ZHHANON I
/IRFDWLR %JJ::()VIT/VLV(S 7 '@RRO +ROLGL
N 7LF 7TDEOH $
/IRFNHU URRPV 2SHUDWLQJ 3HULRG
21ILFHV 6 XUYH\
&ODVVURRPYV
$XGLW
*\PQDVLXP
&RUULGRUYV

6LQFH FODVVURRPYV DUH WHKH DW U Y HRWWVDRIDBORBMVHURRP RSHUDWLQJ
PHDVXUHPHQWY ZDV HYDOXDWHG EHIRUH VFKRRVOLEBWMAGIRIILFLDOV |
JRWKH FODVVURRPVOWRDIFGED VYV G VBRIFFQ D WIKRIQUHDGLQJV IRU UHFRUGHE
ZHHNV ZDV IRXQG WR EH KRXUV SHU ZHHN VIWMXQGDU® MUHKHRDGLQJ
PHDQDX®Y ZDV FRPSXWHG WR EH KRXUV S$SAHW ERENGHEPM LRQ %
YDOXH RI W IRU D ODUJH QXPEHUDEORHE WAKFK DM RRIGIV XVLQJ (TXDWLRC
LW ZDV HVWDEOLNRG O CQWW B M) MXDBWIHYFHLVQ RMKH PHDVXUHG FODVVURR
RSHUDWLQJ KRXUV LV

$SSHQGL[ $ ([DPSOHV



6FKRRO ERDUG RIILFLDOV GHHPH{ MMGIRMORBEWYWXUHPHQW

%HIRUH HVWLPDWLQJ YDOXHY IRU DOO VFKRROV LW UBRFRGHFLGI
KRXUV EHFDXVH RI SODQV WR LQFUHDVH QLJKW VFKRRO FODVVH
ZHHNV DQG KROLGD\ ZHHNV LQ DQ DYHUB YW LIPDWPZEIDWK OHD ¢
RSHUDWLQJ KRXUV ZHUH DJUHHG WR EH DV IROORZV

] JUDFWL (VWLP :HHNO\ +RXUV
A KROLGDIVWLPDWHG
7DEOH $ /IRFDWLRQ/LIJKWLQ
(VWLPDWHG /RDG gEERROZHHNV $QQXDO #RXUV
+ R X U\
2SHUDWL QIR U URRPV
2IILFHV
&ODVVURRPV
$XGLW

*\PQDVLXP
&RJULGRUV

6LQFH WKH OLJKWLQJ UHWURILW ZDV DSSQIHHG KYQH GRD POV MIR D (
HVWLPDQGNIGDO RSHUDWLQJ KRXUV IRU WKLV VFKRBO ZHUR XGH3MH
WRVLIQLILFDOWEHGWMHYHOQWDOWLRQ RI WKH UHVXOW ZRXOG EH

X %YDVHGR@HU PHDVXUHPHQWY ZHUH PDGH ZLWK D UHFHQWO\ FLC
WKH WSKKWIDH/HH SRZHU GUD X RQWWEIHI KWLQJ FLUFHER/QG)URP D Wt
PHDVXUMPRQ WKH LQSXW VLGH RI WZR OLJKWLQJ WUDQVIRUPFE
VZLWFKHG RQ WKH WRWDO SRZHU GUDZ ZDV N: 6HYHQW\ O
RXW DW WKH WLPH RI WKH WHVW W ZDV GHWHWRPRHRE WKDW
PHDVXUHPHQW ZDV QRUPDO

X 6LQFH OLIJIKWLQJ ORDGY HVWDEOLVK WKH EXLOGLQJ HOHFWUL
HOHFWULFD/® GIHATWOGEH HVWLPDWHG WR EH WKH VDPH DV WKI
RQ WKH OLJKWLQJ WL EROLONWVVRRAHDGNVNDLWRZHU GHPDQG GXULAQ.
DQG WKHUH zZzDV PLQLPDO XVH RI WKH IDFLOLW\ GXULQJ WKHYV
HTXLSPHQW ZDV XVHG GXULQJ WKH VXPPHU LW ZDV DVVXPHG
FLUFXLW GRQOQG LR1 WKH SHDN PHDVXUHG FLUFXLW ORDG

Xx 7KH PDUJLQDO XWLOLW\ SULFHV DW WKH WLPH RI FRQWUDFW °
&'1 N:PRQWK DQG &'1 RI JPV

S5HVXOMWWHU LQVWD Q&O&® WK CGREIWWKDW SRZPZHDYRVHLHDY LQ WKH

EDVHOMHMWWN 7KH SRZHU GUDZ ZDV N: ZLWK DOO OLJKWV RQ D

VDPH EXUQRXW UDWH DV LQ WKIWBBYIHWISBUL RV H BRWVWP SRZH
N: [ 7TKHUHIRUH WKH SRZHW UHGXFWLRQ LV

(QHUVYDYLQUWLQJ (TXDWLRQ G ZLWBWR DGWM VW PKIWWVNH D U
N:K \HDU

'"HPD QWD YL QUW N: IRBRQWKY DQG WRRI®RKV IRU D WRWDO RI
PRQWKYV

7KH YDOXH Rl WKEB YH@NWW BOGOHEU ,3093 28WLRQ $
N:K [ [ &'1
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$VVXPLQJ WKMDOVLIKIWL. QFKLHYHG XQLIRBPWAKRYMWLRG WKH W\SLFDO
PRQWK H OWFYWWLIFD O N:K PRQWK 7KH DVVRFLDWHG ERLC
LQFUHDVH LV R WAKDYWIHRIW HRWHREBO WKURXJK ODUFK QDPHO\

[ N:K PR [PRQWKYV N: K
([WUD ERLOHU LQSXW HQHUJ\ LV

N: K [ N:K PR | PRQWKYV N: K
HTXLYDOHQW XQLWV RI IXHO LQSXW

7KH JDV EHLQJ XVHG LQ WKH ERLOHU KDV DQ MR HWKN DRPRW YW R I
H[WUD JDV LV P JDV

7KH YDOXH RI WKH H[WUD JDV [XVHG LQ'ZLQWHBUNIRUH WRWDO QHW
VDYLOQUW + &'1

$ JLIKWLQJ 2SHUDWLRGINQ R®RGWURO

BLWXDWINOQLWWLQJ PLODGLQ WRSMFKHOUOQ RSHUDWHY VKLIWV SHU GD\
VWDQGLQJ RUGHU IRU WKH VXSHUYLVRUV WR WXUQ RIl DOO OLJKWYV
VKLIW 7KHUH DUH OLJKW VZLWFKHV 6XSHUYLVRUV UHJXODUO\ FKI
DQG VHWRQI®WYV 7KH\ KDELWXDOO\ IRUJRW WKHLU GXW\ WR WXUQ RII

7KH SObQW PDQDJHU XQGHUWRRN D SURMHFW WR PRGLI\ WKH OLJKW
OLIJKWYVY RQ DQG RIl +H ZDQWHG WR GRFXPHQW WKH UHVXOWY WR VK
KDGHHQ XVLQJ WKH OLJKW VZLWFKHYV

J)DFWRUV $IIHFWHWIORQH RI WKH SURGXFWLRQ DUHD KDG ZLQGRZV R
QHLWKHU KHDWHG QRU FRROHG /LIJKWLQJ FLUFXLWYV DUH LQWHJUDW
OLJKWLQJ XVH FRXOG RWIRIR RDAKIHO)A XVR®RW HOHFWULFLW\

7KH SODQW PDQDJHU GLG QRW ZLVKVWYRLOENYGQD HDRMG WRFE HW HE® H G
VWDWHPH QW YRIQWK H

7KH HOHFWUIRRLWHGSGUXFH/LIJHG FRPPHUFLDO XVHUV LV S N:K

0 9 30DFR PLQL®PIJARVWY LW ZDV GHFVGNGOWR \SHIHRHOWYV IRU RQO\ |
VKRUW UHSUHVHQWDWLYH SHULRG DQG XVH ,32$3VaREQXPHH , W(OR
SULPDU\ SXUSRVH Rl WKH UHWURILW ZDV WR MRQMNPEER GURGXFWLRQ
PHWKRG ZDV GHYHORSHG WR PHDVXUH WKH FKDQJH LQ RSHUDWLQJ K
(TXDWLRQ BVWIDPAMMRREDQXIDFWXUHUVY UDWLQJV WR EH N:

/JLIKWLQJ ORJJHUV ZHUH SODFI$SE ROQGRARID DURBRQERWKH RUG WKH R
RI UDQGRPO\ FKRVHQ OLJKWLQJ JRQHV 7KH QXPEHU RI ORJJHUV ZDV
RY H SGIG LVQ RGHUDWLQJ SHULRG HVWERRDWH\HRBW H[TDHFWHG WKDW
WKAHDRSHUDWLQJ KRXUV EHIRUH LOQVWDOODWLRQ RI WKH RFFXSDQF\
ZHHN DQG WWDWGDIG IGH YHDELRQIY ZRXOG EH 7KHUHIRUH WKH LC
FLV DQG WKH QHFHVVDU\ QXPEHU RI VDPSOHV ZLWKLJQFIH LV
WKHUH DUH RQO\ ]JRQHV WKH ILQLWH SRSXODWLRQ DGMXVWPHQW
RI ORJJHUV WR (TXWWZILRQDW VXPHG \IOMW IDRWHRU REFXIDQF\ VHQVI
FYZLOO EH PXFK ORZHU VR WKH ORJJHUV ZLOO EH DGHTXDWH

7KHUH DUGIWQHRUD FWRY WK LN AW WURILW RQ RWKHU EXLOGLQJ ORDGV E
QHLWKHU KHDARIQE IQRIUR Q EXE WLKRH WGP JKMW KW LQJ LV H[SHFWHG WR
EXLOGLQJ PRUH WKHUPDOO\ FRPIRUWDEOH DW WKH EHJLQQLQJ RI Wi

S5HVXOGWWHU D RQH PRQWK SHULRG GDWD zZDV JDWKHUHG IURP WKH (
RSHUDWLQJ KRXUV FRABRWW GTHBMNIHEH ZDV DV BOWE O/ G

GHYLDADVRQ 7KHUHRRIUBIVWKH KLIKHU WKDQ WKH H[SHFWHC
ZRUVH WKDQ QHFHVV® PWH ALEHARKHWHWKIQW 7KHUHIRUH DQRWKHU PRQ!
ZDV XQGHUWDNHHDRKMHQKWKHHL. JKW ZHHNV RI DYHUDJH ZHHNO\ YDOXH"®
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VWDQGDUG BMWLBPWLRQ 7KLV ZDV GHHPHG DQ DGHTXDWH PHDVX
RSHUDWLQJ KRBVN GHIUWEBWK QR RFFXSDQF\ VHQVRUYV

7KH RFFXSDQF\ VHQVRU FRQWUROV ZEDN H AN O O §ii6UDDIWLHDI K K
ZHUH DJDLQ ORJJHG LQ WKH VDPH GPRPBWVY.RRXQBUWR ERQWKRXK
ZHHN DQGWIRIBEDUG THY LKRXRY ,Q WK LAMWLW X IDWIGR DH® OHZ L W K
UHTXLUHG \PRQWHK BBBGLQJY ZHUH DFFHSWHG G1W FF K\MKQ4 B B \ K
WKH SODQW ZDV XVHG RU RFFXSLHG VR RIKRDUWMLIQH ORB/ERMNWM & IHRD

E DV H GIDQWD

7KH UHGXFWLRQ LQ RSHUBWLQJ KRXWYW ZDFXHHINHWH FRPSXWHG
XVLQJ (TXDWLRQ G DV

N: [ KRXWNZH RU TN:K ZHHN

'LWK ZHHNV RI RSHUDWLRQ HYHU\ \HDU WKH DQIQQWD/O YDOXH F
(R | 5V PLOOLRQ

7KHUH DUH QR BWPRDI®EH WKH UHWURILWY RQO\ DIIHFW RIl SHDN

7TKHWRUH IROORZLQJ ,3009% ESW LR WW DRRIDGL MR My DWKLHD. DV
WKH PRQWK DIWHU RFFXSDQF\ VHQVRU LQVWDOODWLRQ ZHUH 5
LOQVWDOOHG OLJKWLQJ ORDG

$ 6WUHHWW (IILFLHQF\ D Q@ SMALR® %

6LWXDWIBRIRDWLDQ FLW\TV SXEOLF OLJKWLQJ V\VWHP ZDV LQ QH
XSGDWLQJ $ QHZ OLJKWLQJ VI\VWHP ZDV LQVWDOGOHGE IRHD PKH VI
ILIWXUHV DRQ® DVGYWHP ZKLFK FXUWDLOV OLJKWLQJ SRZHU E\ X¢
7KH OLJKWLQJ LV GLVWULEXWHG DFURVV WKH FLW\ ZLWK PHW
DGGLWLRQ RI FHQWUDOL]HG GLPPLQJ FRQW URPLLQK\HH DDWWF HHW D
FRQWUDFWRU WR GHVLJQ LQVWDOO DQG P DUIYALIBBW MRKIP VQFW H
JXDUDQWHH IURP WKH FRQWUDFWRU 7KH FLW\ UHTXLUHG WKH F
DFKLHYHPHQW RI WKBIYDQDVDQWHHG

)DFWRUV $IITHAWRQHVIK QKHEDVHOLQKW OHYHOV ZHUH LQFRQVLVW

RI WKH IL[WXUHV ZHUH EXUQHG RXW 7KH FLW\ ZLVKHG WR PDLQ

LW XSJUDGHG LWV SXEOLF OLJKWLQJ PDXQWRRWY FHFRR W R D H W
DW DQ\ WLPH

6LQFH GLPPLQJ LV VDY MWQEARDONVWRXW KM UHFRUGLQJ RI HQHUJ\ XVF
XWLOLW\ PHWHUV PHDVXUH HQHUJ\ XVH FRQWLQXDOO\ +RZHYHL
RSHUDWLRQDOFH\MWEXEDFMRQBYRLG VLIJQLILFDQW HQHUJ\ ZDVWDJ}
DFFLGHQWDOO\ FKDQJHG &RQVHTXHQWO\ DQ HQHUJ\ UHFRUGLQ
GLPPLQJ FRQWURO V\VWHP WR UHPRWHO\ UHFRUG HQHUJ\ XVH L
%H\®G VLPSOH HQHUJ\ UHSRUWLQJ WKH V\VWHP FRPSDUHV DFW>
WR DQ H[SHFWHG KRXUO\ SURILOH 9DULDQFHV IURP WKLV WDUJ
RI WKH GLPPLQJ V\VWHP

09 30DRDVHEDBIFWULFLW\\RRHIVGIOV |RWLVOKMW SDVW \HDU WRWDC
IURP XWLOLW\ ELOOV 7KH QXPEHU D @05 VOIRAIDNIESQ URH FIRQG HIG] D X
SDUW RIMWIODQORQJ ZLWK WKH R SRIUW KWH. QDI VEHW/ISRL 6 QW URO V\

$QQXDO HQHUJ\ UHFRUGHG RQ WKH ELOOV IRU VDP N DFLFRRXNQ WV
XVLQJ ,3093 9ROXPH ,£(92 2SWLR@¥PWWLRQ F 7KH RQOKDW MX
ZLOO EH EDFZH GMBHSERUWLQHQHNWULREH ZLOO EH IRU DGGLWLRQV
VIVWHP DQG IRU EXUQRXWY IRXQG WR EH PRUH WKDQ DW DQ\ "

$SSHQGL[ $ ([DPSOHV



$QROQRXWLQH DGMX\PDBHIQW PHG IFIRXBO®A MRR DFGXFLQJ WKH EXUQRXW
WKEDVHGHYHRG WR WKH WHBSRIBMUQ®® XH R 17K IE DV H GIIQHZD V
WKHUHIRUH DGMXVWHI WR [

7KH FLW\ VWD I I EXUQ® W QJDMWRHYV PRQWKO\ || WKH EXUD@RXQY UDWH LV
URXWLQH DGMXO VEMHRMNGHYHHS R BMIUEPRGVHUHG GDWD XS WR WKH FRQW!I
EXUQRXW UDWH

6DYLQ@IWVWO EH UHSRUWHGWIRK\ MXH JXHDYDMWRH SHULRGRIVLQJI D VLQJ
NXQD N:K

SHVXOoWY L@HWUH UHSRUWHG ZLWKRXW DGMXVWPHQW IRU WKH ILUVW
EXUQRXW UDWHV UHPDLQHG DERYH

JRU WKH IRXUWK \HDUZWYXH EXWUQRRWWHOPWHRBYWHEHWHD BRPSXWHG
DV IROORZV

%DVHOQWYI\ N: K
JRXUWK \HDU PHDVXUHG HQHWMIIK
7KH EXUQRXW DGMXVWPHQW LV

8 ‘U— u N : K

© i
$GMXVWHG IRXUWK \HDU HQHUJ\ N:K
6DYLQDYRLGHG HQHUJ\ + N : K

$YRLGHG &RVW N:K [ NQ

$ &RPSUHWVYHGHDNDJH 0DQPSMWRRQW/A.

BLWXDWLERWOD]LOLDQ DXWR P D XIQFVOHHULI SHE@ UWPHQW HVWLPDW
5 SHU \HDU ZDV EHLQJ ORVW DNHUGMNDK FRP DWHVYBG IURP SRRU
PDLQWHQDQFH 7KH SODQW HQJLQHHU SHUVXDGHG WKH SODQW PDQE
GHSDUWPHQW VKRXOG GHGLFDWHWRH FHSTUMR RO WWEZRVP REW KHWVQ J L Q
GHSDUWPHQW DJUHHG WR FRQGXFW RQJRLQJ PRQLWRULQJ RI OHDND
PRWLYDWH WKH PDLQWHQDQFH VWDII WR UHJXODUO\ FKHFN IRU OHD

)DFWRUV $1IHEWHWIQKHUH DUH YHU\ IHZ IIRQGEQ® PEWANEWN $OVR
WKH HQJLQHHULQJ GHS DWDWRHRGW V2ZUWHKMHQBVQP HW KR GRORJ\ WR KDYH
PD[LPXP TXDQWLILDEOH HUURUVPIY'LQZAMMBRND IUBERB WO @ |

7KH SODQW RSHUDWHV \ZLWE&HUVEHHNVDSHU GBHU \HDU :KMQ LW LV R
XVH Rl FRPSUHVVHG DLU LV VWHDG\ +HDW IURP FRPSUHVVRUV LV UH
URRPV ZLWKRXW LPSDFWLQJ BPQLRMWKNWISPOQW HQHUJ\

7KH ORFDO HOHFWULF FRREZQ@VRF SMKHR @J U B WeD BND@HHW RIIRBRPPPHUFLD O
DFFRXQWYV RYHU 0: LV VKRZQ LQ 7DEOH %

"U\ ORQWKY :HW ORQWKV I

OD#6HSWHPEHRFWREHILO 7pEQH @OHFWULF
3HDN 3HULRGV

. . &RQVXPSWLRQ 3ULF
KUV ORQGD\ \ 5 N: K 5 N: K Q Q

211 3HDN 3HULRGYV 5 N : K 5 N: K

7D[HV WRWDOLQJ DUH DGGHG WR WKHVH UDWHV
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W ZDV DVVXPHG WKDW WKH LPSDFW RQ SODQW HOHFWULFDO GF
WKDW WKHUH ZLOO EH QR FKDQJH LQ WKH PD[LPXP QXREHU RI F|
SODQW RSHUDWLRQV

09 30DRNIXMO 30RY VKRZQ RQ (929V VXE\VFAZLE MR ZEE VRWINV HV
,3093 9ROXPH , (92 2SWLRIRYWRQJRLQJ PHDWDXWHPR/QW RI
LQGLFDWH FKDQJHV DL FRPBNUHMY/ WOWHY ,3093 (TXDWLRQ E ZD
EDVHOIQMHWBHSRUWL FROBUWR®QV 30MQPHG WR PLQLPL]H H[WUD
PHDVXUHPHQW FRVWV \GFK DVWLBBD  DWKWPHWHU ZDV DGGHG WR V
VXSSO\ RI WRRIQPRMRRUFHQWHU IHHGLQJ DOO HTXLSPHQW LQ WKF
PHDVXUHPHQW HERKRFRSDUWYVHG FRPSUHVVRDVU GRRPSWHDQHEGD O C
PLQRNM[LOLDU\ VIVWHPV LQ WKH FRPSUHVVRU URRP +HDW JHQHL
QRWLD@HUDFWALYQF HILMF®RHY QRW DIIHFW DQ\ RWKHU HQHUJ\ X
LQVWUXFWHG WR UHDG WKH P HW HU HD W MKHIHHV@ IGP R V HOD B 10 \V KZIK H
ZDV RSHUDWLQJ RU QRW 7KH PHWHU ZDV LPB QDIHPHER W KOUFHHL P |
EHJDQ

7KWWDWLFUBGWWHG WR SODQW GHVLJQ DQG RSHURWIDRQV ZHUH
IXWXUH SBRYREKOH QH DG MKMW PHOFWXGHG WKH QXPEHU FDSDFLV
SDWWHUQV RI D @QGARFSDHNMVKIGSPHQW G DK W SHHGEY HK ER®
PRGHOV EHLQJ SURGXFHG

7KHEDVHGHQYHRGHFWULFLW\ XVH IRIRESHDWWQQY PQ®\DRIHUH TX|
$OVR ZLWKLQ HLWKHU NLQG RI VKLIW WKMVH ZHRUMSHFILIK®W YDUL
LQGHSHQGHQRMRXOGLBHEQBHQWLILHG WR DFFRXQW IRU WKH YDUL
PHDBQHUJ\ XVH RI HDFK NLEBIVR DV & HRSHEHRG H PLIM IO W K H
FLHHW.RQ ZDV HVWDEOLVKHG IRU GHWHUPLQLQJ ZKHEDVXIOLBLIH QV
HQHWHU VKLIW WR PHHW WKH WDWJIHHW M B YXDGSBWNLQ W\

SHVXOWWYXOO VEWLEBHY XOWY DUH VKRZQVRQLWHKH ZHEVKWH W ZD)\
WKDW WR PHHW WKH ULWHUALROQOW MKHVYXDULDWLR @ DWVHWK QI HQH
UHTXLUHG UHDGLQ@HWHINR S HDUY R ® HEH | R LEHD WWHHOMDMRX HW ZAKUWHH WKHUH
HVWDEOLVKHG ZWYHWNKEB YV HMHE HOHFWULFLW\ RSHBDWRSEQ U VWLIQN

W ZDV QRWHG WKDW DIWHU WKH OHDNDJH UHSDLU DFWLYLW\ ZC
LQ WHKISRWBMUGRGI UJ\ XVH SHU VKLIW  7TIKLHMWDIRIHHWWARHK ® Q FEHHU W H
PRQWKIDYLQBHBRUWYV

(QHUVDYL®RBYH FRPSXWHG DV WKH GLITHUHQFH EHWZHHQ DFWXD
WKHHG M X EWWIBOIIQHHGIHNWHUPLQHG E\ PXOWLSO\L QIKWIKH QROPWIKYH RF
E\ WEKBVHOHPKWQHUJ\ XVH IRU HDFK W\SH RI VKLIW

7KH DSSURSURDWEBHFWBHFLW\ ZDV DSSOVBGE LWPBVW KR LERIQW K B BAW
XWLOLW\TV 3SHDN SHULRG " UDWWH VY IRMXIL\QDW & & L\HKGF RIRCGWAKKUIH W K R
VDYL@QBVH FDOFXODWHG

7KHVH PHDVXUHPHQWY FRQWLQXHG DV SDUW RHQRUPHHUEQD QW
GHSDUWPHQW E®NM X\BMDIBHESI K IHR G L ¥ DD LIFFIDFQRLGE 2SHUDWLQJ
SURYLGHG VKLIW HQHUJ\ UHDGLQJV DQG W KWDN Q @GN PIRIUWEKH S
9DULDWLRQW DM BWWW UQV EHFDPH D IRFXV IRU DVVHVVLQJ Wk
UHODWHG WR WIHH BERRSWHWPVHG

$ 7XUELQH *HQHUDWRU GRWWEPBQRYHPHQW

6LWXDWISK@S PLOO XVHG D VWHDP WXUELQH WR JHQHUDWH PXF
SURFHVYVY FKDQJHY KDG UHGXFHG WKH DYHDQOODE®YR WWHDRQRW W
RULDOQGHVLIQ OHYHO $V D UHVXOW HOHFWULFLW\ RXWSXW DQG
UHGXFHG 7KH PLOO LQVWDOOHG D QHZ PRUH HIILFLHQW URWRU

$SSHQGL[ $ ([DPSOHV



PHDVXUHPHQW SURFHVY ZDV SXW LQ SODFRHWRUHAADW RXWIXIWWKH R QDG
TXDOLI\ IRU XQWHOHWWIUQFHQWLYH SD\PHQW

)DFWRUV $IIHFOVRQH VIKKH SXUSRVH RZDWKWR UHSRUW HOHFWULFDO
LPSURYHPHQWY 7KH PLOO UHFRJQL]HG WKDW H[WUDFWLRQ RI PRUH
HQHUJ\ IRU WKH SURFHVV RU UHTXLUHG PRUH ERLOHU HQHUJ\ WR G
7KHVUMWHUDFWE¥HKH HIQRAWSDUW RI WKLV DQDO\VLYV IRU WKH HOHFWU/|
LQFHQWLYH ZDV EDVHOG VIK® HOHR QY WIQFFLW\ SURGXFWLRQ

09 SODHLOO DQG WKH XWLOLW\ DJUHHG WR XVH ,303SWRROXPH , (!
%WR GHWHUPLQH WKH LQFUHDVH LQ HOHFWULFLW\ RXWSXW IRU D RQ
LQVWUXPHR@WDWHBOQWHRUBLQH WKH HIILFLHQF\ RI WKH ROG URWRU DV

PRE-UPGRADE LOW PRESSURE THERMAL EFFICIENCY

0.0

¥ =-0.000247x" + 0.254870x + 14.463552
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7KH PDWKHP DW GHY® (PLREEDY MKBORMW HIILFLHQF\ ZDV IRXQG E\ UHJUHV
D Q D OWRH/

(IILFLHQF\ [ IORZ [ IORZ
7KLV HIILFLHQEOPREFHRVHG ZLWK WKH VW HIHDBRFBUW ILGIRS HRU LRIGH R
GHWHUPLQH ZKDW WKH HOHFW UEMHHQ\ BURIG XAWWLR Q & RROI®R | D YGHF UH D

HOHFWULFLW\ SURGXFW LR QHABFOBMIUEREG SR WWRIGVX XEHQJ ,3093 (TXDW
E

([LVWLQJ SODQW PHWHUY DUH UHJXODUO\ FDOLEUDWHG DV SDUW RI
WR EH VXLWDE®DHVARY SKUHS R WH

5HVXOWWV D \HDU DIWHU UHWURILW WKH VWHDP FRQGLWLRQV HYHU\
PDWKHPDWLRFROMRPRGUFONRU HIILFLHDEM XRIFARSBEQGMIAI MNUKCH X V H G
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LQ ,3093 (TXDWLRQ'DEOXHAKADYVY FRPSDUHG WR DFWXDOO\ PHDVXUH
SHULRG WR GHWHUPLQH WKH LQFUHDVH LQ HOHFWULFDO RXWSX

1R FKDQJHV KDSSHQHG WR WKH 7* QRQRXGXQHQ D GEMOUNAMP D QW VR
XQQHFHVVDU\

$ %RLOHU (IILFLHQF 2BSWRYHBHQW

6LWXDWIERQOHU FRQWUDFNWRPURYPIHLE 8 DEPH® GLQJTV H[LVWLQJ ERL
HITLFLHQW ERLOHU 7KH FR QD QODNOWR Q1XYW WIHDVMBIGVX O RQJ WK H
ORDGV RQ WKH ERLOHU ZHUH WKH VDE BVIHVS K@HPRHEH RE 8 8 UJXUL G
SXUFKDVH RUGHU VSHFLILHG WKDW KR OGEIMNHNUDPRX FRQVEZERDW |
SUHVHQWDBIGLOBHBRUW DGKHULQJ WR ,3093 @ROXPHW ZBY¥Y DOVR
VSHFLILHG WKDW WKH RZQHU DQG FR® WO DWW WRKIOW KHI UHMD @
SODQV IRU WKH UHWURILW

J)DFWRUV $IIHFWHWLD 1 XPHURXV EXLOGLQJ FKDQJHYV ZHUH JRLQJ |
ERLOHU SODQW UHYLVLRQ VR ERLOHU SODQW ORDGV ZHUH H[SF
UHVSRQVLEOH IRU ERLOHU HIILFLHQF\ LPSURYHPHQWY QRW FKLC
HTXLSPHQW LQ WKH EXLOGLRU XIVOQ QURREK® X¥KIHG SBUFSIURRI RI DFK
SHUIRUPDQFH JXDWUD @QWWH Z DYV

0 9 30DQ093 9ROXPH , (92 2SWLR@W FKRVHQ WR LVRODWH V
IURPHWAKDQJHY JRLQJ RQ LQ WKH UPNDIW R U WKHQEMXHRGE Q@D UAK W/ R
LQFOXGH RQO\ WKH ERLOHU PHDVXULQJ IXHO XVH DQG QHW WKl
ERXQGDU\ HIFOXGHV WKHKHEGREWHUFVWVBXWIHBIDWPG EORZHU &KI
HOHFWQWHHDUWDFWEHHHIUHBWUGHG DV QHJOLJLEOH DQG QRW ZRU
PHDVXUHPHQWRRXXQEDWHSDUDWH HVWLPDWLRQ

7KH FRQWUDFWRUYTV JX® WHOWMWH ZHD W RWDIW XVDJH RI WKH \HDU
SURSRVDO 'XULQJ WKDW SHULRG W&IHWREBENOCONRMIDISRUFK RMHERLO
7KHUH zZzDV DLWHRUHDVH LQ RLO LQYHQWRU\ EHWZHHQ WKH EHJL
7TKHUHIRUH DFWXDO FRQVXOEWHRRKR HEQMUJ\ ORDG RQ WKH ERLOHL
GHWHUPLQHG IX\RHP GOVCKWD RR@QFH WKH HIILFLHQF\ RI WKH ROG ERL
(TXDWLRQ G ZLOO EH XOINGEXWLMNKWN L P DRAHY W HKDW QR HUURU VL(
PRVW RARIPMY IURP RLO VKLSPHQW GDWD ZKLFK LV WKH UHIHUH(

%RLOHU HIILFLHQF\ ZLOO EH WKH PHDVXUHG SDUDPHWHU LQ (TX
IRU D SHULRG RI W\SLFDO ZL ®W¥IUQRBRQIGH \R DFEQE RE IDIHRW H: UMW H U |
FKRVHQ VR WKDW WKHUH ZDV VXIILFLHQW ORDG WR DVVHVV HIIL
$ UHFHQWO\ FDOLEUDWHG WKHUPDO HQHUJ\ PHWHU ZDV LQVWDC
DQG UHWHKW @ IZOMWV DQG D FDOLEUDWHG RLO PHWHU LQVWDOOHG
WKH RLO PHWHU DH)@BHWKHPWWHUPD@G GDWD ORJJHU KDYH PDQXI
SUHFLWRIURQVIRU WKH UDQJHY LQYROYHG LQ WKLV SURMHFW

%DVHEBLQALHQRRHWHVWRWYW GXFWHG RYHU WKHNHSMHBERGDVWKHBD |
PHDRPELHQW WHPSHUDW X 8HWRUD Q GHH® WL O WHVWYV ZHUH SOD (
SHULRG DIWHU FRPPLVVLRQLQJ RI WKH QHZ ERLOHU ZK@ QVRRELF
F& WRF&UDQJH XVLQJ WKH VDPH RLO DQG WKHUPDO HEDNWWI LRgHW
HITLFLHQF\ WHVWV 6LQFH WXHHW KWUHWHW\N BU¥HLIGPSHEG RIQE WR LQF

2LO LQYERWHRAON DUH UHPOGAURBPDIWHEQVDQN JDXJH RI XQNQRZQ DFFXUDF\ 6L
LQOYHQWRU\ DOMNK WPRIOQWWWHODWLYH WR PHWHUHG VKLSPHQWYV IRU WKH \HDU
FRQVLGHUHG QHJOLJLEOH
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UHSUHVHQWLQJ D UDQJH RRERKRHULIKRDLGW ZDWRDIJUHHG WKDW WKH W
DGHTXDWHO\ UHSUHVHQW WKH DQQXDO LPSURYHPHQW WKDW WKH RZ

2LO DQG WKHUPDO HQHUJ\ PHWHU UHDGLQJY ZLOO EH PDGH GDLO\ E\
ZLQWHU PRQWKYV XDHWHNYV VRKWHHWDQUXDYH EHHQ REWDLQHG IRU WK
SURFHVY ZLOO EH IROORZHG IRU WKH QHZ ERLOHU 7KH UHDGLQJV ZI
RSHQ IRU LQVSHFWLRQ DW DRWRRPWLRROHVEXWE B8 LRHIDVXUHYVY DQG UHF
WPSHUDWXUH IRU WKH YDOLG ZHHNYV

$ FRQWUDFW: HWDY RIFFHSWHG E\ WKH RZQHU IRU WKH VXSSO\ LQVYV
FRPPLVVLRQLQJ RI WKHEGHOID@REWHHKHWUPRG IRU FRPSXWLQJ DQG UHS
VDYLQIRQVLGHUDWLRQ ZDV JLYHQ WR UHTXLULQJ GHPRQVWUDWLRQ
+RZHYHUPRIQWUDFWRU SRLQWHG RXW WKDW WIKHcHIWWD BRODWWRY PF
ZRXOGWGGWR WKH IHH 7KH RZQHU GHFLGHG WKDW D VKRUW WHVW
ZHHNV ZRXOG EH DGHTXDWH 7KH RZQ DWW G G\DRO IGEHFDRLWHGVWR R DQ D/
HQHUJ\ PHWHUY KLPVHOI DIWHU WKH FRQWUDFWIIDFRLGBH QR DQQXDOO\
FDOFXODWLRQV

SBHVXOWODWHBLOQHD QG WKHUPDO HQHUJ\ GDWD ZDV FRZAHHINFWHG FRQWL
SHULRG XQWLO QWX UZHKHWH G PLBRXIPHOW WHPSHUDWXUHY VWD\HG ZLWk
VSHFLILHGRWRF& 'LYLGLQJ QHW WKHUPDO HQHUJ\ GHOLYHUHG E\ RL(
DYHUDJH HIILFLHQF\ UHDGLQJV IRU WKHZREBGE ERUCRGVGXHU B J RXCHE W
EH

$IWHU LQVWDOODWLRQ DQG FRPPLVYHR®H YR LRV WKINHG ERUOBUEU WKH W
IRXQG ZLWK DQ DYHUDJH DPELHQ & WRITRS SRR W X U HH Bl MZHHGIR) WHV W L
DYHUDJHG

7KHUH ZHRWK®MR FKDQJHV WR WKH ERLOHU EONVG VS HWHRAM WY WKH WL
DQGHSRWMUMRG/WYV 7 IQHRUIRIRWHQH D GAMHYXVHNG R @RMGH

8VLQJ ,3093 (TXDWLRWYDGLRYYQIDOOLWHEY WKH HYWLPDWHG DQQXDO
IURP WKH ESDHVUHIRIGD H

2LODYLQJIV OLWHU *
QN U
7TKH YDOXH BRY WY [ Ya

7TKHVH HVWLPDWDBYGL QUNPX D OWNKHRWAVW HVW YDOLGDWHG WKDW WKH FRQ'
JXDUDQWHHG SHUIRUPDQFH

$ OXOWESIQHWK O0HWHDUHHECOLWQER SWLRQ &

6LWXDWQRHQHUJI\ HIILFLHQF\ SURMHFW ZDV LPSOHPHQWHG LQ D KLJK
BWDWHV W L@&DPRONSH® QHY OLIKWLQJ +9$& SRRO KHDWLQJ RSHUL
RFFXSDDMWUHQHVY FDPSDLJQV 7KH REMHFWLYHWQ@H UK FRUWRWIHFW ZF

)DFWRUV $1IHEWHWIQKH RZQHU ZLVKHG WR UB¥RUGDDE & XWDHO BRWLW H
WKH FRQGLWLRQV DQG HQHUJ\ >X\DD/HOURK M KRR O FR GMKBILQHG D SRI
FDIHWHULD 7K WWKHRRIMUWRXQG WKRXJK LW FORVHV IRU D WRWD(
EHWZHHQ VHVVLRQV 7KH FRPPXQLW\ XVHV WKH EXLOGLQJ PRVW HYH

7KH EXLOGLQJTY HQHUJ\ UHTXLUHPHQW LV VLIJQLILFDQWO\ DIIHFWHG
GDWD FDQ EH HDWIRP BEYHDULEIG@RYHUQPHQW ZHDWKHU RIILFH 1R R\
HQHURYHUQLQJ YDULDEOH FRXOG EH TXDQWLILHG

7KBQQXDO RLOVDQUEDBR GHSUHVVHG FRQVM UYWL ¥ B @W EE DRAMK WHRX PEHU R
GLIJLWV XVHG LQ WKH FRPSXWDWLRQV DV IRXQG LQ WKH HIILFLHQF\ WHVWYV
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2Q0\ DGPLQLVWUDWLRQ RIILFHRQ&GDWHRPHFXDRITRDOPBHIQW ZKLFK
PRQWKY RI WKH \HDU

([SHFWHG DOOX@QVWKHP HIWWHU DUH PFI DQG N:K RQ WKF
HOHFWULFLW\ PHWHU

09 30D$X0 9 30ZQYV GHYHORSHG VKRZLQJ WKDW ,3083 9ROXPH ,
2SWLRZDPW® WR EH XDNGQRWHUPLQDWLRQ EHFDXVH WRPWDOKHDFLOL
IRFXV 2SWLRQ & ZDV DOVR FKERMWHQHEHFDRVYRO®DHGE VRPH RI ZKL
EH GLUHFWO\ PHDVXUHG

6LOQNBYLQUW WR EH UHSRLWRHLG DYFH R WS RUNGHER 8 BIULLIRRGY
(TXDWLRQ E ZLOO EH XVHG

$Q RXWOLQH RI NH\ B OHFRHWWVKIRZ WEHORZ 'HWDLOV GDWD DQC
VKRZQ RQ WKH (92 VXEVFAAZE HYRUDIBER UW H

X 7TKHPHDVXUHPHQW FERMRIBYLBGHWHUPLQDWLRQ ZDV GHILQHG DV
R $Q HOHFWULFLW\ DFFRXQW LQFOXGLQJ GHPDQG VHUYLQJ \
R $Q DX[LOLDU\ HOHFWULFDO DFFRXQW ZLWKRXW GHPDQG VI
R $ QDWXUDO JDV DPPRRQEX LR G VQKH

x 7TKH EDVHOGRQKBLWLRQVY ZHUH UHFRUGHG LQFOXGLQJ D VWUL
GHSDUWPHQW WR HDVLO\ FDSWXUH LQIRUPDWLRQ DERXW IXW?

Xx 7TKEDVHGHOUHMRG®GIQIJ\ GDWD DQG ZHDWKHU GDWD ZHUH UHFRUGF
OLQHDU UHJUHVVLRQ RI PRQWKO\ HQHUJ\GHWIH B GHBEQHM I\ GH
GDGEDWD zZzDV ZLWK WKH EDVH WHPSHUDWX®RIFP ZEBEKRILHOGHG
UHJUHVVLRQ DQDO\WHYV SHUIRUPHG RYHU D UDQJH RI SODXVLE

x 3UHOLPLQDU\ DQDO\VLV IRXQG FOHDU FRUUHODWLRQV ZLWK Z
HOHFWULFLW\ FRQVXPSWLRQ RQ WKH PDLQ PHWHUQBRQEBFOQM YV
ZHDWKHU FRUUHODWLRQ ZLWK HOHFWULF GHPDQG VXPPHU JC
UHJUHVVLRQ ZRXOG RQO\ EH SHUIRUPHG R QKHLDONOLMRID IS ULR G
GDX +'' ,W ZDV DOVR GHBHGRG WHWIRGERK RU IHDHGWMXVWHG
EDVHOD@KHY ZRXOG EH GHULYHG GLUHEWNON GURRAV K B GFNRXVUW
VROHO\ IRU WKH QXPEHU RI GD\V LQ WKH SHULRG

7TKHHQHUJY UHODWLRQVKULY HBI URRUGWKH KHDWLQJ VHDVRQ RQ DO
VKRZQ LQ 7TDEOBORBQJ ZLWK NH\ UHJUHVVLRQ VWDWLVWLFV DQG F
UHODWLRQVKLSYV ZHUH IRXQG

I (OHFWULFLW\
ZDEOH $ *DV ODLQ %XLOGILQUHOG +RXVH
SHIUHVYL RS &RQVXPSWHRRQG&RQVXPEWLR

$QDO\VL,B‘QLWV PFI N:K N : N: K

1IXPEHU RI PRQWKY ZLWK
PRUH WKDQ +
+" %DVH ) ) ) )
5HIJUHVVLRQ 6
5
6WDQGDUG (UURU RI |WKH
HVWLPDWH
W VWDWLVWLF RI WKH +"'
FRHIILFLHQW
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$VVHVVPHQW RI
5HJUHVVLé% sopBRAly “RRG "RRG  0DUJLQDO
SHJUHVVLRQ &RHIILFLHQWYV
 QWHUFHSW
+" FRHIILFLHQW

7KH UHJUHVVLRQ VWDWLVWLFV IRU WKH JDV FRQVXPSWLRQ DQG PDL:
DFHSWDEOH FRUUHODWLRQ ZLWK +'' D\ G Q/GK IFVDANDHMGLEAW K HZ K DIK 5
DERYH WKH FULWLFDOY[B®2B RDEOHIRBU GDWD SRLQWVYKBYE FRQIL
REVHUYDWRRDRDDUWLQFH WKH SULPDU\ XVH RI JDV LV IRU EXLOGLQJ
VLIQLILFDQW DPRXQW Rl HOHFWULF KHDW LQ WKH PDLQ EXLOGLQJ

7KH ILHOG KRXVH DFFRXQAM N WRYMWEMR HSRRUOWLQJ KDVDWWR. QQVWDOOH
EXW PXVW EH OLW ORQJHU LQ PRQWKYV RI OHVV GD\OLJKW ZKLFK DU
HOHFWULFLW\ XVH FRXOG EH H[SHFWHG WR IROORZ D UHDVRQDEO\ U
GD\OLJKW KRXUV DQG RFFXSDQF\ QRW GULYRQHEW R A ERIHEQLW DAOHP SH U
FRUUHODWLRQ RI WKLV PHWHU ZLWK +'* LV LJQRUHGPDGE WRHUH ZL«
LW ,QVWHDG HDFK PRQWK{V VEI\IQONDGHHHBRR W K FR WIHME RY G L Q J
EDVHER®K TV FRQVXPSWLRQ DGMXVWLQJ IRHSWHW IQXPSHULRIGGD\V L

7KH PDLQ HGHPWQIGFPAOWHU VKRZHG D SRRU FRUUHODWLRQ ZLWK WK
7TKHUHIRUH HDFK PRQWKYV VD YHEONMN GIHPFSIRQGV | JIRPOWKBINFRUWMY SRQG L
EDVHORQMKIY DFWXDO GHPDQG ZLWKRXW DGMXVWPHQW

x 7TKH ORQJ WHUMNDFEDHWRRIAWYV RI WKHVH UHJUHVVLRQ VWDWLVWLFV
UHODWLY HLRUHAIFQ BNHRQBHE R UWNMO AV OWKHD Q IRU JDV DQG OHVV W|
“ IRU WKH PDLQ HOHFWULFLWWDFERKNQW EHKVWWOSHNFWHEDOO\ VLJ
IRU ZLQWHU PRQWKY VLQFH WKH\ VWOQ & HURRWHHMWMHIIOIQQWZLFH WKH
IRUPXODH VHH FULWHULRQ@KRKQ $EKRRGCGLHIAFLDOV IHOW FRPIRUWD
HISHFWHG TSDEWIVILR® ZLWK SRVVLEOH XQTXDQWLILDEOH HUURUV
DGMXVWLQJ IRU PHWHULQJ SHULRG OHQJWKY LQ PRQWKY ZLWK F

X 7TKH XWLOLW\ UDWHV WWRDEH ANHG ELH) WO KD XM KGO VAPIKLHIGOM | X O O
DSSURSULDWH IRU HDFK DFFRXQW

5HVXOWWHSRWMUGROGVD IRU WKH ILUVW \HDU ZzDV WDNHQ GLUHFWO\

DGMXVWPHQWRNEGQPROW ZHDWKHU UHSRUWV 7KLV GDWD DQG WKH
VDYLQQVHQHUJ\ DQG GHPDQG XQLWV XVLQJ (TXDWLRQ E DUH VKRZ

(DFK PRQWKYV FXUUHQW XWLOLW\ UDWH VF IDHOMBENEBY IS8 0LHG WR
HQHWIXBHSRWBWUQRG MERHEURPBXWHENVQFH WKH JDV UDWH FKDQJHG LG
DQG WKH HOHFWULF UDWH FKDQJHG VEXKARRWMKY ZWER &Y HEURQ W SRk
FRPPRGLW)\ GXURRQWEBKH QBBRUW FRRISXM/DWLRQV DUH DOVR GHWDLO|
(92 ZHEVLWH

$ :KRQBFLOLW)\ (QHUJ\ $FFRXQWLQJ 5HODWLYH 7R %XGJHW

6LWXDWKR@MHQHUJ\ PDQDJHU RI D FKDLQ RI KRWHOV ZDV UHTXLUHG W
EXGIJHW DQG URXWLQHO\ DFFREOMWIRU YDULDQFHV IURP EX

)DFWRUV $1IHFWHLWOLIORWHO URRPWFFXSDQF\ FBRBY KYWIRP®QG
ZHDWKHU VLIJQLILFDQWO\ DIIHFW HQHUJ\ XVH ,Q RUGHU WR DFFRXQ
UHDOL]HG VKH QaHGHGE\ OWR WNFKQLTXHV WRJQ GIM KB @WW R D FPMWKRUAH V

0 9 30ODKH HQHUJ\ PDQDJHU IROORZHG ,3093 9ROXPHW,LR D2 &
VLQFH VKH QHHGHG WR H[SODLQ EXGJHW YDULDQFHYV LQ PDQDJHPHQ
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VWDWHG KHU HQHUJ\ EXMGIUHPAMDDYIHQ EHDWIRHQJI FRQGLWLRQV DQG W
RFFXSDQF\

S5 HVXOQWWUGHU WR DFFRXQW IRU EXGJHW YDULDQFHY DV VRRQ
PDQDJHU SUHSDUHG D WRHIJIWKMVARIIPREHBDFK XWLOLW\ DFFRXQ
ZHDWKHU DQG RFFXSDQF\ IDFWRUV IRU WKDW \HDU 6KH WKHQ W
WKH SULPDU\ HITHFWV RI ZHDWKHU RFFXSDQF\ DQG XWLOLW\ UD

X *HDWKHMH LQVHUWHG QRUPDO ZHDWKHU VWDWLVWLFV LQWR W
DFWXDWO\ X¥WwHyv IRU WKH \HDU VKH GHWHUPLQH&@RKRAEGPKBKHNV
EHHQ LI WKH ZHDWKHU KDG EHHQ QRUPDO ©6KH DOVR QRWHG
FRROGAKQIUHNWYAWLHG IURP QRUPDO DXYVG\HWDRP W H B BK YOLRRF D W

X 2FEXSDOQKN LQVHUWHG WKH RFFXSDQF\ IDFWRUV RI WKH SUHYI
\HDUYV PRGHOV 8VLQJ DFWXDO XWLOLW\ UDWHV IRU WKH UHF
HQHUJ\ DQGZRRYGVKDYMWIEHHREHAXSDQF\ KDG EHHQ WKH VDPH D
\HDU ©6KH DOVR QRWHG KRZ PXFK WKH RFFXSDQF\ KDG FKDQJ
ORFDWLRQ

X S8WLOLWBKH WSSYOLHG WKH SUHYLRXV \HDUJV XWLOLW\ UDWH W
FRQVXPSWLRQ DQGHWHRPQGAHWMRZGPXFK RI WKID\EXGIHDW M B U
UDWH FKDQJHV IRU HDFK XWLOLW\ DW HDFK ORFDWLRQ

LWK WKH LPSDFW RI WKHVH WKUHH NQRZQ YDULDEOHYV GHILQHG
DFFRXQW IRU WKH UHPDLQIL@QJ) MDWHIBQWHKW BRFHKQW \HDUYV ZHD\
IDFWRUV LQWR WKH PDWKHPDWLFDO PRGHOV RI WKH SUHYLRXYV
UHSRUWBGRIFRBWLOMFH IURP WKH SUHYLRXV \HDUYV SDWWHUQ 7KL
DQDO\|HGWIQRQHWPR F K WQIHAWRGQFRUGHG IRU HDFK VLWH UHODWL"®
\HDUfV UHFRUG $00 UDRDUREQRIUWBGLDWYMHIXO\ UDQGRP RU XQ

7KLY DQDO\WLYVY SURFHVV GOIRWWQ eDRO0ORE HMGRWKFHF R XQW IRU EXC
DOVR LQIRUPHG KHU RI ZKHUH WR IRFXV HIIRUWYV WR PDQDJH XQ
DOORZHG KHU WR PDNH PRUH LQIRUPHG EXGJHWYV IRU VXEVHTXH

$ OXOWRSBOHQ $ %XLOGLQJ : LOMKARXWW (@B TMINO L Q H
3HULRGWLRQ

6LWXDWQRHRQHUJI\ HIILFLHQF\ SURMHFW ZDV LPSOHPHQWHG LQ DC
EXLOGLQJ LQYRSOWLQSD/HQYIHIY OLIJKWLQJ +9%$& RSHUDWRU WUD
DZDUHQHVV FOIKSDEXQWGLQJ LV SEXWORILD PRDWISWHLWKRXW L
EXLOGLQJ PHWHUV 7KH REMHFWLYHV RI WKH SURMHFW ZHUH WF

J)DFWRUV $IIHFWRQRVIKIMLQFH WKH SURMHFW DW WKH OLEUDU\ ZI
WKH HQWLUH FDPSXV LWV HIIHFW FRXOG QRW EH PHDVXUHG XV

7KH XQLYHUVLW)\ ZLWIONG QWRTXERNOYHDV SRVVLEOH EHMBQLMGH WK
HQHUJ\ UHFRUG

6DYLOIWMH WR EH UHSRUWHOGOWRAWQ@WERVVLEOH DIWHU UHWURI
FXUUHQW HQHUJ\ FRQWUDFW SULFHYV

09 30D ZzDV GHFLGHG QRW WR ZDLW WR REWDLQ D \HDUTYTV ZRL
EHIRUH LPSOHPHQWLQJ WKH PHDVXUHV ,QVWHDG ,38%WLBRROXPH
(TXDWLRQ | ZRXOG EH XVUIBW WV RPXW BWUQRUFRDHQFH 7KHUHIRUH
HQHWPIDQDJHPHQW SURJUDP VWHDP HOHFWULFLW\ DQG HOHFWUI
WKH PDLQ VXSSO\ OLQHV WR WKH OLEUDU\

7TKHPHDVXUHPHQW FEIRWQRGWD SURMHFW ZDV GXVLQB &\MW B PV IHD MUKJ
OLEUDU\ +RZHYHUHRKHHINRHFRW WDWYWW WKH PDLQ FDPSXV XWLOL
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WUDQWHRH®HDVXUHG DW WKH OLEMDRUN RR WKWYH BPPWIRY XWLOLW\ ELC
IROORZLQJ DVVXPSWLRQV ZHUH PDGH

X $ SRXQG RI VWHDP DW WKH @LEIDVUX WHT X DWVHYW WIKMH FDPSXV KHD)
JDV PHWHU 7KHUH LV D IL[IHG FRPSRQHQW LQ WKH JDV XVH RI WKF
VWDQGLQJ ORVVHV RI WKH VWBBWRUVWYE P GEXDO DWHUDJH RI JDV
SRXQG RI VWHDP SURG XFHEDVHIORKD WHH R IDWIKRINGLIHG FRPSRQHQW
OLEUDU\

X (OHFWULFLW\ XVH DW WKH OLEUDU\ UHT $XWHWOH PWUHFH®Y M PW WIHRL
EHFDXVH RI HVYWLPDWHG FDPSXV WUDQVIRUPHU DQG GLVWULEXWLI

x 3HDN HOHFWULF GHPDQG DW WKH OLEUDU\ LV DVVXPHG WR EH FRL
GHPDQG DW WKH FDPSXV PHWHU

7KH H[SHFIWH R I WKRKBAY ZHUH SUHGLFWWELEVERRSDWLRQ ZLWK WKH SX
DYDLODEOH '2¢( VRIWZDUH $ IXOO VXUYH\ RI WKH EXLOGLQJTV V\V
WR JDWKHU DOO WKH LQSXW GDWD 7KH PRYROXPHIBLEAOPAIDDWY RI IL
VA\VWHPY ZHUH ORJJHGGRULREHWWRAHNRWWKH LQSXW GDWD IRU WKLV S
7KH VLPXODWLRWHWHGQRWRP@PO ZHDWKHU FRQGLWLRQV DQG WKH RFFX
FKDUDFWHULVWLFVY WKDW SUHYDLOHG DW WKH WLPH RI WKH SUHGLF
VDYLROWVHU WKH VDPH FRQGLWLRQV

7KH XQLYHUVLW\YV JDV VXSSO\ FRQWRDE&& KDY?YHI PDWJIJDLQDVRO KM UV S|
PLQLPXP FRQVXPSWLRQ OHYHO ZKLFK LV RQO\ PFI EHORZ WKH D
EDVHGHQ@HR FRQVXPSWLRQ GURSV E\ PRUH WKDQ PFI WKH XQLYI
FRQWUDFW PLQLPXP DPRXQW 7KH FRQWUDFW ZLOO EH UHQHJRWLDW
IURP WKLV OLEUDU\ SURMHFVSULKH B WKH BDDH G K N WPUHLWVFH W \L V N
SHULRGYV N:K LQ RIl SHDN SHULRGY DQG BRWEG LV SULFHG DW

JROORZLQJ WKH ILUVW \HDU WKH ILUVW EBDMUDR@HWIHEZ GBWDRAQ GO |
DSSURDFK IRU WKLY EXLOGLQJ

S5HVXOWWY IROORZLQJ VWHSYV ZHVBYAWQHG WR FRPSXWH

7KH QHZ PHWHUY ZHUH FDOLEUDWHG DQG LQVWDOOHG 2SHUDWLQ
GHPDQG IRU PRQWKY WKURXJKRXARWKHYMUIRQNL QADU DIWHU

7KHQ WKH RULJLQPX GDWORQPREHMHG WREPD VDVKL QWKIHD OO H G
WKH ZHDWKHU WKH RFFXSDQF\ DQG WHSHR BWHQ I SBHQUHS® RM/DEW R
VLPXODWLRQ RI VSDFH WHPSHUDWXUHV DQG KXPLGLWLHV ZHUH H]
PDWFKHG WKH W\SLFDO UDQJH RI LQGRRU FRQGLWLRQV GXULQJ RF
,QLWLDOO\ WKH VLPXODWLRQ UHVXOW GLG QRW PDWHIKPDFWXDO H(
LOQYHVWLIJDWHG WKH VLWH IXUWKHU 'XULQJ WKHVH DGGLWLRQDO
XQRFFXSLHG QLJKW SHULRGV H[SHULHQFHG YHU\ OLWWOH LQGRRU
FKDQJH GV KHKUPIVO/ FKDUDFWHULVWLFV Rl WK HVKR F SPRUHIMH PR GRIQ@ W
PRGHOHG PRQWKO\ UHVXOWYV ZHUH FRPSGDWO WRHVKIEHIRRQW KO\ F|
&9 506 (Rl WKH GLIIHUHQFHV ZDV RQ WKH HOHFWULF GHPDQG Pt
WKDW EHFDXOHSOWKMBBXHYV PHW $6+54F§HFLILFDWLRQV LW FRXOG K
UHDVRFREOHGHQ® MKH UHODWLYH UHVXOWV RI WZR UXQV RI WKH PF
SFDOLEUBWHGWORRGHO  ZDV DUFKLY H® OHRAWKU R RWK RIS \QRVH® BXVE
GLDJQRVWLF UHSRUWYV DQG RXWSXW GDWD

7KH FDOLE EXWGI\E PRGMWEHQ UHUXQ Z3iOWKDDIZBIBWRHUHVSRQGLQJ W
QRUPDO \HDU 2FFXSDQFW UWEWERAVMIM.BWEYBW WR ZKDW KDG EHHQ
REVHUYHG GEDVYAGMUPHREH UHVSRWBIGW RILW REGPWORQV
PRGH@DV DUFKLYHG ZLWK ERWK SULQWHG DQG HOHFWURQLF FRS\
DG RXWSXW GDWD

$SSHQGL[ $ ([DPSOHV



7KH SRAWURILWRQRBUMWOL B Q2D WREBHQ DGMXVWH&WR AKLRRYH WE
SEDVHOLRUHPHPRQGLWLRQVZPREHIFKLYHG ZLWK ERWK SULQWHG

LQSXW GDWD GLDIJGQGRRAAW.EFXWHSRWMBY DQ

7KH HQHUJ\ FRQVXPSWLRQ RI WKH WZR QRUPDO PRGHOV ZHUH
WR \LHOGVB@HRYVVKRZQ LQ 7DEOH $

_ %DVHOLQHRRVAMWURILW
1RUPDIO 1RUPDOQO
$ 6LPXODWHG &RQGLWLRERQGLWLRYV -9V
/ILEUBDDMXLQPV ORGHQ( ORGHO
XQOHRURPRB®GIDN SHULR®HOHFWULFL

&RQGLWLRRIWN XPSWLRQ N:K

2IISHDN SHULRG HOHFWULFLW\
FRQVXPSWLRQ N:K

(OHFWULF 'HPDQG

N :

PRQWKYV

6WHDP WKRXVE

7KH YDOXH BY WKW WKH FDWSEXVZIMUH FRPSXWHG DV VKRZQ LQ

DOORZLQJ IRU WUDQVIRUPDWLRQ DQG OLQH ORVVHV DQG FRC
] JLEUDUWDPSXV %LOOHG &RVW
$ (QHUJ\ (QHUJ\N (QHUJ\ 6DYLQJV
&DPS XV 6DYLQUIWDYLQIV6EDYLQJV 86
6DYLQIMHDN SHULRG HOHFWULFLLW\
FRQVXPSWLRQ N[:K
211 3HDN SHULRG|HOHFWULFLW\
FRQVXPSWLRQ N[:K
(OHFWULF '"HPDQG N:
PRQWKYV
6WHDP RU JDV SRXQGV PFI
D
VWHDP PF1 JDV  JDV
7RWDO

TKWRWDYOLQUW VKRZQ IRU WKH \HDU EHIRUH UHYLVLRQ WR WKH .

$ 1HZ %XLOGLQJ 'HVLIQHG %RAEASWMHRW 7KDQ &RGH

6LWXDWIRHY EXLOGLQJ ZzDV GHVLIQHG WR XVH OHVV HQHUJ\ WKI
FRGHQ RUGHU WR TXDOLI\IRU D JRYHUQPHQW LQFHQWLYH SD\PH
WKDW WKH EXLOGLQJTV HQHUJ\ XVH GXULQJ WKH ILUVW \HDU RI

RFFXSDQF\ ZDV OHVV WKDQ

RI ZKDW LW ZRWOWRKBNGHEHHQ LI

7KH ILQDO VDYLQJV QXPEHU LW VW[SQHVLY B GCEIJIWWWK WHIQLILFDQW ILIXUH U)
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)DFWRUV $IIHFWHWVIKRPSXWHU VLPXODWLRQ ZDV XVHG H[WHQVLYHO)
EXLOGLQJ GHVLJQ SURFHVVY WR KHOS PHHW D WDUJHW HQHUJ\ XVH H

7KH EXLOGLQJ ZDV EXLOW DV WKH QHZ FRUSR UDWHI[&H DB H &DW KNHW V
WKH EXLOGLQJ ZRXOG EHFRPH IXOO\ RFFXSLHG LPPHGLDWHO\ DIWHU

7KH RZQHU ZLVKHG WR XV NDWYKIBDMDPHOBDHBRDY WKDW KH SUHVHQWYV
JRYHUQPHQW WR VKRZ KRZ PXFK PRQH\ ZDV EHLQJ VDYH@ I D UHVX
HIITLFLHQW EXLOGLQJ +H DOVR ZLVKHG WR DQQXDOO\ UHYLHZ YDULD
SHUIRUPDQFH

09 30DW393 9ROXPH , (92 2SWLRROO EH XVHG WR GHPRQVWUD\
QHZ EXLO/®MLYQERY SDWHRGDQ LGHQWLFDO EXLGRBGHAJVEWLQGD W& VE X WO G\L
SRVVLEOH WR XVH HLWKHU (TXDWLRQ | FRPSDULQJ WZR VLPXODWLF
VLP XOBEBAHGHIQMHHDIQ G PHDV X UH® BEBWYEO FRUUHFWALIQRIQIRRIUF DR HE UD

LQFHQWLYH SURJUDP GLG QRW VSHFLI\ ZKLFK PHWKRG VKRXOG EH X\
PRGHOLQJ IHOW WKDW (TXDWLRQ | ZRXOG EH PRUH DFFXUDWH +RZ
DFWXDO XWLOLWYVDBDMIMEG KHOYWLYBROKH UHTXLUHG WKH XVH RI (TXD!

JROORZLQJ WKH ILUVW \HDU RI IXO0O RSHUDWLRQ 3:\HDU RQH" \HDU
EHFRPHEWNHORQH Q ,3093 9ROXPH ,+ (92 2SWLROS®&/RDFK WR
UHSRUWLQJ RQJRLQJ SHUIRUPDQFH

SHVXWWDU DIWHU FRPPLVVLRQLQJ DQG IXO0O RFFXSDQF\ WKH RULJ
GDWD ZDV XSGDWHG B)X. OWIERARKINS AKAW D QG WKH FXUGBQ@W RFFXSDC
ILOH ZDV FKRVHQDERHR BMDWKHU ILOHV IRU WKH EXLOGLQJYV ORFDW
VLPLODULW\ RI WRWD OGKH D WH ZRIDKQ G4 B R RROQHTVHR M B W X@ BV

VLPLODU ILOH ZDV DSSURSULDWHO\ DGMXV WHGDWR \FERERIQBIQE 1V DF W
GD\V7/KH UHYLVHG LQSXW GDWD ZDV XVHG WR UHUXQ WKH VLPXODWL

7KH XWLOLW\ FRQVXPSWLRQ GDWD IURPVLIPXO RWHRRDW RFRFVMBPUHHG WR
IXUWKHU UHYLVLRQV WR WKH VLPXODWHKRWIWKH SXRXGDWDRQWHDYV R
PRGHOHG WKH FXUUHQW EXLOGLQJ 7KLV FDCEELUDWARBGH® XODWLRQ

7KH FDOLBUDWRUR@ X\ IOWDARCGBPIWLYH WR DFWXDO XWLOLW\ GDWD LV V
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7KH LQSXW GDVWEXLRW WRWG MWMKHQ FKDQJHG WR GHVFULEH D EXLO
RFFXSDQFRORRPAVNLRQ EXW ZKLFK VLP FRGHHWHWLYQWGIOH G XLZRIGML @D V
S3VWDQGDUG PRGHO ~

7KH VWDQG DIWGPRRGWHKD\ SUHGLFWHG HQHUJ\ XVH ZDV DGMXVWH (
HUURUV LQ 7DVOH. MR WWKI N WIB@GDUG” BRGHKO® O PHWHUHG GDWD
RQH zDV WKHQ VXEWUDFW HNGVDUWRD WEH R HOHWF RMIGAIO@GIWKH PRC
SHUFHQWODYIHHVYH FRPSXWHG WR SURYH HOLJLELOLW\ IRU WKH J

ORQHWDWLRBVHWIHIPLQHG IRU WKH RZQHU E\ DSSO\LQJ WKH WK
VWUXFWXUH WR WKH FRUYW BWHGLWVW B QG GRIBWVKRG D@ RXQWY 7KL
FRPSDUHG WR WKH WRWDO XWLOLW\ SD\PHQWYV IRU \HDU RQH

7KH \HDU RQH HQWHDPHGWMKH EEIHVLV IRSB Q RBGAMKLRRU & XEVHTXHQW

$SSHQGL[ $ ([DPSOHV



% ,QWURGXFWLRQ

7KH REMHBWLYWH WRR UHOL D EQ HBMARMYHLLRIDARHU GHIUY LB RUWY WR EH
UHOLDEOH WKH\ QHR QG DER H DY 1B OU RDD K QB WD \WIDMQLVP B8 R D W

FDQ EH PDQDJHG E\ FRQWUROOLQJ UDQGRP HUURUV DQG GDWD ELDYV
TXDOLW\ RI WKH PHDVXUHPHQW HTXLSPHQW WKHJIRHRVMKHPHQW WH
VDPSOHUWRIFHGXUH 'DWD ELDV LV DIIHFWHG E\ WKH TXDOLW\ RI PHDV>
DQDO\WLV 5HGXFLQJ HUURWY KRWEROMOKH @QHHCOWVRHY LPSURYHG XQFHU
VKRXOG EH MXWWILDDEKGE RV WKH LPSURYHG LQIRUPDWLRQ VHH &KDSW

(QHUVDYLRBPSXWDWLRQV LQYROYH D FRREDIDWRQ DRQ & BDNVIXWHXGO D W |
RI 3SDGMXVWHRHBRRERWK WHDV XUHPWDRH WARV WKHRSHUDWHIK)J FRQGLWLR
&KDSWHU (TXDWLRQ %RWK WKH PHDVXUHPHQWY DQG WKH DGM
PD\ DULVH IRU HI[DPSOH GXH WR PHS W JRFHQRBHXUDF\DEMRSHPEDRW SU
7KHVH SURFHVVHV SURGXFNMRAW ZWWKWLHORUVAN @/ IRRDH[SHFWHG YDO X
OHYHO RI YDULDWLRQ ,Q RWKHU ZRUGVY WUXH YDOXHYV DUH QRW NQ
XQFHUW®QQWK\VLFDO PHDVXUHPHQW DQG VWDWLVWLEDMOUDQDO\VLYV
WHQGHQFLHWHDXPIO BNY DQG TXDQWLILFDWLRQ R/WIDQUEADWILIRQV VXF
GHYLDWRQGDUGGM®URDQFH

6WDWLVWLFV LV WKH ERKBW RR @D WKHDRD WDDEH DSSOLHG WR GDWD W
GHFLVLRQV LQ WKH IDFRIURH POD@BSHOHW D WODWALVWLFY SURYLGH zZD\V RI1 F
VHH LI WKHMVWDHYSRUWWHELIJIQLILFDQW "L H OLNHO\OWPRWKHL WHCDOQHIITH
UDQGRP EHKDYLRU

(UURUV REPXKUHARZDNOLQJ VDRSSORADVXUHPHQW

x ORGHOLQJ (UURUV LQ PDWKHPDWLFDO PRGHOLQJ GXH WR LQDSSU
LHOHYDQW YDULDEOHVY H[FOXVLRQ RI UHOHYDQW YDULDEOHV HW

x 6DPSOLQJ 6DPSOLQJ HUURU DULVHV ZKHQ RQO\ D SRUWLRQ RI WK
PHDVXUHG RU D ELDWISGRDASOVYVXNVHG 5HBQBVBHOMNRMMWLR@M R1 WK
SRSXODWLRQ PD\ RFFXU LQ HLWKHU D SK\WWLFDO VHQVH L H RQO\
PHWHUHG RULQ WKH WLPH VHQVH PHWHULQJ RFFXUULQJ IRU RQ
6HH $SSHQGL[ %

X OHDVXUHPHQW OHDWXDMPMBWURBPURKH DFFXUDF\ Rl VHQVRUV GD!
HUURUV GULIW V LIGPFHJ AP D\ E WPDMD VRQKHHP IR Q WL VWX\GH RI VXFK HUUR
ODUJHO\ JLYHQ E\ PDQXIDFWXUHU V VSHFLILFAIDOLEQY \VQREQP BE B JH
$SSHQGL[DRG &KDSWHUV DQG

7KLV $SSHQGL[ JLYHV JXLGDQFH RQ TXDQWLI\LQJ WKH XQFHUWDLQW!|
HUURYSHQGLEMVEXVVHVY PHWKRGV RI FRPELQLQJ TXDQWLILHG H

6RPH VRXWAHHUURU DUH XQNQRZQ DQG XQTXDQWLILDEOH ([DPSOHV
PHWHU VHOHFWLRQ RU S @D AHPEQARMY QR E FBNNY WAHD WQ RO RD FW LY H
HITHWEW 2SWLRQV $ RU % QFXMQRAQLPE OH XQFHUWDLQWLHY FDQ RQO\
IROORZLQJ LQGXVWU\ EHVW SUDFWLFHV

$Q H[DPSOH RI WKH XVBEQOOAGEVUW DLYWEO LROVRSVRBH [R% W K H
H[DPSOHV LQ $SSHQGL[ $ SUHVHQW XQ% HU$V DLICNS$(PRPFEXODWLRQV §
VXEVFULEHUZZZEN YR OG FRROQWDLQV GHWDLOV RI WKH XQFHUWDLQW
DQG $

$SSHQGL[ % 8SQFHUWDLQW\



% (ISUHVVLQJ 8QFHUWDLQW\

,Q RUGHU WR FRPFXKQQVD WW D WD QWGE FCBMMHYHHG WR EH H[SUHVV
DORQJ ZLWK WK HLRE) DL\OBRFEWHFHOHRBBQILGHEFHUY WR WKH OLNE
RU SUREDELOLW\ D WL @ IK@{OH \DVD [CFSRMWRHIVQ QMKIRU H[DPSOH WKH
VDYLEYWLPDWLRQSURFHVV PD\ OHDG WR D VWD WHPWH@N W XFK C

N:K DQQXDOO\ASRLQW HVWLP DWHR @IL\G KMDRE BI W SWDR I MNEUSIH W \
VDYLQJV YDOXH IDOOV ZLWKLQLEDORSUHVH@WIDMISRQ RI WKLV UH

LQ )LIXUH % O
] >
)LIXUHLBUPD OO\ 3
'LVWULEXWHG 3RSXODWLRQ
L
AN
o
>
E FKDQFH WKDW WKH
o WUXH DYHUDJH VDYLQJV
»; IDOOV EHWZHH DQG
i
2EVHUYHG 9DOXHYV

$ VWDWSUMAIRDMP@PHPHQW WKH * SRRQILEGOFHOKRKWM D SRUV
LV PHDQLQ@E@®HY BURFHVV PD\ \LHO G JBWHFHEHR K KRR L G H)@ BH
H[DPSOHVDWKI®DV EH VWDWSIGHEILRWIKRI) EXW WKH DF\R\OREGBWF I
OHYHO PD\ GURS IURP W R

% $FFHSWDEOH 8QFHUWDLQW\

6DYL@IW GHHPHG WR EH VWDWLVWLEBODWY D WVGRLW WH W\WDUML @
6SHFLILFDVOIOAL QBRHHG WR EH ODUJHWVWDKDGED WEHHABIGWR KD LWLRQ LQ
$SSHQGL[ ‘Rl WRMHQOD@EKH Y, D WIKIRQ AMKWO LGHWD LV H[FHVVLYH W
XQH[SODLQHG UDQGHR® HIXNID RU RAKIERU W\VMWHRLIK DQG DQ\ VLQJI(
VDYLGHWHUPLQDWLRQ LV XQUHOLDEOH

KHUH \RX FDQQRW PHHW WKLV FULWHULRQ FRQVLGHU XVLQJ
PRUH SUHFLVH PHDVXUHPHQW HTXLSPHQW
PRUKGHSHQGHQWLYDDJQADEDWKHPDWLFDO PRGHO

ODUJHU VDPSVOHRU

DQ ,3093 2SWLRQ WKDW LV OHVV DIIHFWHG E\ XQNQRZQ YDULD

X X X X

,WDOLFL]HG VWDW L33EHP®L WHUWIP\GHQL KEG LQ $SSHQGL[ %

$SSHQGL[ % S8QFHUWDLQW\



% '"HILQLWLRQV RI 6WDWLVWLFDO 7HUPV

6DPS(DHD§ 7KH PRVW ZLGHO\ XVHG PHDVXUH RI WKH FHQWUDO WHC
REVHUYDOWPEQW RNDERHWHUPLQHG E\ DGGLQJ XS WKHDR@GGLYLGXDO GI
GLYLGLQJ E\ WKH WRWDO QXPEHU RI WKHVH GDWD SRLQWV Q DV IR

6DPSOBULD@®FWDPSOH YDRHDWYFBHHY WKH HIWHQW WR ZKLFK REVHUYH
IURP HDFK RWKHU L H YDULDELOLW\ RU GLVSHUVLRQ 7KH JUHDWH!
XQFHUWDRLWHWBD@DPSOH YDULRIKDPHRVW LPSRUWDQW PHDVXUH RI YDULCL
DYHUDJLQJ WKH VTXDUHV RI WKH LQGIDYXZ & KDUWH O W KR QDWH RN GUHR . DA
IURP WHKBIQUH VTXDUHG LV VLPSO\ WR HOLPLQDWERA KW BHORYW MYKHHY D
PHDQR WKH\ GR QRW FDQFHO RXW WKH SRVLWLFHDPDXSHOH ZKHQ D
YDULDQFHRPSXWHG DV IROORZV

6 11— %

6DPSGWDQGDUG "HYLDAMILRQLY VLP SO\ W RH WDRKEDOM LWCREFK HY
EULQJY WKH YDULDELOLW\ PHDVXUH E DMNKWDR MDKEBRH VN BKVYHRT WKH GD
WKWINMQGDUG I YAV ® GEH

Ve %

6DPSGWDQGDUG(UURULY VORSMMIDQGDUG GlHWU.CDb%_FE(KLV

PHDVXUH LV XVHG $QHHFVRILRQWPQGDODH RHDY DOVREGRQRMWKHS DV
VDPSOH VWDQGDUG GHYLDWLRQ RI WKH PHDQ LQ PRVW VWDWLVWLF

6 ( Y %

VQ

6DPSOH 6WDQGDUG "HYLDWARRQOBDQDWWHPHRWDHO DUH LOQWHUHVWHG LQ
SURSHUWWRVWERW RHQY MO Q 7KWHDPSOH VWDQGDUG GHYDLODWHRY RI D WRYV
GHILQH WKH SUHFLVLRQ DERXW D VDPSOH WRWDO W LV GHILQHG D

Yn WLPHV WKH VDPSOH VWDQGDUG GHYLDWLRQ

Stor =N 'S %

&RHIILFHQW Rl ¥DULDOWHRRKRHIILFLHQW RI YDULDWLRQ LV VLPSO\ WKH
GLVWULEXWLRQ H[SUHVVHG DV D SHUFHQWDJH RI WKH PHDQ )RU LQ

$SSHQGL[ % 8SQFHUWDLQW\



ZRXOG ER@KHB¥OPSOH WRWDO@ WKH FY RI D ,\@éDPSUBIPRSHDQ ZR)>
PHDQ@ HWF 7KH JHQHUDO IRUPXOD LV

FY:V
<

%

3UHFLVARKF LYV RQKH PHDV R BMRRRWWSIDUDIYIH ZLWKLQ ZKLFK WKH
LV H[SHFWHG WR RFFXU ZLW KFRRR HCESHFHL(EHE YOHOY HBIRUV WR W
SUREDELOLW\ WKDW WKH TXRWHG UDQJH FRQWDLQV WKH HVWLP

$EVROXWH SUWAFARASQNVIGPISMRND QGD XY HUQWEDB OXH IURP WKH 3
GLVWULEXWLRQ  7DEOH %

W 6, %
I '"HJUHHV RI )UHHGRRILGHQFH /HAYOHHV Rl )UHHGR®RILGHQFH /HYHO
") ")
7TDEOH %
WDEOH

IRWBDOFXODWH ') XVLQJ WKH IROORZLQJ
") Q IRUD VDPSOH GLVWULEXWLRQ
") QS IRUD UHJUHVVLRQ PRGHO
"KHUH
Q VDPSOH VL]H
S UHJUHVVLRQ PRGHO YDULDEOHV

,Q JHQHUDO WKH WUXH YDOXHWHRII ID\Q H MSMEPF W H\GARZARE IME& @&y WHYPH QV R
IDOO ZLWK WKH UDQJH GHILQHG E\

$SSHQGL[ % S8QFHUWDLQW\



5DQJH HVWIEMfROEKWH SUHFLVLRQ %

:KHUH SHVWLPDWH" LV DQ\ HPSLULFDOO\ GHULYHGWDOXH RI D SDUDF
FRQVXPSWLRQ DYHUDJH QXPEHU RI XQLWYV SURGXFHG

5HODWLYH SIWMHWMMIBN RQXWH SUWEGWGREN WKH HVWLPDWH

W6 (

%
(VWL

6HH DQ H[DPSQMH D W RYHLRUSIFENQRB®[ BQ H[DPSOH Rl WKH XVH RI WK
WHUPV FRQVLGHU WKHIG®PRWD PROWEOHWHDGLQJV RI D PHWHU DQG
RI WKH GLIITHUHQFH EHWZHH @ HDRK WHIHD & HPG DQIBV WK H

&RPSXWHG '"LIIHUHQFHV

SEFWKDO JURP WK o

SHDGLQSDZ| 6TXDUHG 7DEOH[®PSOH GDWD DQG DQDO\VL\

7TRWDO

|
TKHHDYDO XK L—‘I(P<L —_—

7TKBWDULD®GFHVE -1 "

7KIBWDQGDUG 'HY LLIYW/6R Q

7K+6WDQGDUIGV6L(U3¥QUT
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7TDEOHWKRZV WKDW 3W" LV 'R U COWD SRIFKRQVOBHWIQE H
7TKHUHIRUH

WKSHEVROXWH dWNEGYLRQ DQG

WKBHHODWLYH KMML
HVWLPDWH

6R WKHUHFRWQILGWRBPMW WHKHDBRRIWKO\ FRQVXPSW LRI®! @ HWWZ HB QV
DQG N:K ,W FDQ EH RARQIGE QW /BMP MDQD O XH RI WKH
REVHUYDWLRQV LV “ 6LPLODUO\ LW FRXOG EH VDLG

X ZLWK FRQILGWRBMP MNOQRDO XH RI WKH REVHUYDWRRQV LV
X ZLWK FRQILGWRBMP MNOQRDO XH RI WKH REVHUYDWLRQV LV
X ZLWK FRQILGWRBMP MDD O XH RI WKH REVHUYDWLRQV LV

% ORGHOLQJ

ODWIRDWLFDO PRGHOL QWISW KX Bl GHR B WIHEMX V WP HIQRVYQ WKH YDUL
YHUVLRQV RI (TXDWLRQ LQ &KDSWHU ORGHOLQJ LQYROYHV IL
EHWZHHQ GH S HIQGEHHIWM QREQW7KBUGBDEDGIGHQW Y BIQUDEIH XV XD
PRGHOHG DV EHLQJ JRYHUQBG HSHRYGHR W YPWEDE QMRZQ DV

HH[SODQDWRU\Y YDULDEOHV 7KLYHWUSHV \RIRRRGBODOVLIW FDOOH

J,QHJUHVVLRQ DNXOHOPRMEWE P SWV WR 3H[S O DHQH WK Y X XODAULL@IWILURRP
YDULDWLRQV LQLW&H SHEENQHXDPPRUDHEORSOH L] TVQH/ RI WKH
SURXFWLRQ OHYHO WKH PRGHO ZRXOG BIWHNIR Z RAMMBVHU WKH Y
FDXVHG E\ FKDQJHV LQ SURGXFWLRQ OHYHO 7KH PRGHO TXDQW
SURGXFWLRQ LQFUHDVHV E\ RQH XQLW ENB® HUJL W R QBB SMDIIRMH G
WKH UHJUHVVLRQ FRHIILFLHQW

7KH PRVW FRPPRQ PRGHOV DUH OLQHDU UHJUHVVLRQV RI WKH IF
< E E; E: « s H
ZKHUH

X <LV WKH GHSHQGHQW YDULDEG®GK HXWHD GRU L Q JWXKIMSHR BIFILREIR G

H J GD\V ZHHN GD\ KRXU HWF

X owl 8§ UHSUHVHEWOGWEHQG HQAW XFIXUD D ZMHDWKHU SURG X
RFFXSDQF\ PHWHULQJ SHULRG OHQJWK HWF

x B L S«UHSUHVHRMVIMFKLH QW YV GHIUQGHSHREHOQDPR G ULDEC

RQH IL[HG FRHINGUHQWWIHEGCWRHWIGHH QW YDULDEOHYV

X HUHSUHVHQWY WKH UHVLGXDO HUURUV WKDW UHPDLQ XQH[SC
WKH YDIQGRISMQGHQW 5MDUKDEDRIY IDQ G ¥ \WIK\WY\DFHOW HM B KD W
PLQLPWHKW VXP RI VTXDHHG RIHWHILFDO WKXV UHJUHVVLRQ PRG
OHDATWDUHV PRGHOV

$Q H[DPSOH RI WKH IBBPRL HE PLROGEBHMY HY L V

$SSHQGL[ % S8QFHUWDLQW\



PRQWKO\ HQHUJ\ FRQVXPSWLRQ B [ [ 2FFXSDQF\

+'" DQG &' DUH KHDWLQEGBDWGHAREBWOBHFWLYHO\ 2FFXSDQF\ LV D PHE
SHUFHQW RFFXSDQF\ LQ WKH EXLOGL @R HY WKRYWHRGHEDVHORDG LQ
PHDVXUHV WKH FKDQJH LQ FRQVXPSWLRQ IRU RQH DGGLWLRQDO +"'
FRQVXPSWLRQ IRU RQH DGGLWLRQDO &' DQG PHDVXUHV WKH FKD
FKDQJH LQ RFFXSDQF\

$SHQGL[SWHVHQWY DQ HIBPSIKDHVRRQUBEBQROW LRNUQG M BQ DA@GH QW
YDULDBXRP FRPPRQ VSUHDGVKHHW VRIWZDUH

% ORGHOLQJ (UURUV

KHQ XVLQJ UHJUHVVLRQ PRGEFOM DMHGHYVBOLWMSHY RI HUURUV PD\ E
DV OLVWHG EHORZ

7KH PROHEXLOW RQ YDOXHV WKDW DUH RXWVLGH WKH SUREDEOH
$ PDWKHPDWLFDO PRGHO VKRXOG RQO\ EH FRQVWUXFWHG XVLQJ U
GHBQGHQWQIBHSHQGHQW YDULDEOH

7KH PDWKHPDWEBD @ PWR ALHE O XIGHG YISO B GHOW. Q\B URGKEHQJ WK H
SRVVLELOLW\ Rl ELDVHG UHODWLRQVKLSY RPLWWHG YDULDEOH EI

7H PRGHDO LQFOXGH VRPH YDULDEOHY WKDW DUH LUUHOHYDQW

7KH PRBBI\OXVH LQDSSURSULDWH IXQFWLRQDO IRUP

7KH PRBBI\WOEH EDVHG RQ LQVXIILFLHQW RU XQUHSUHVHQWDWLYH G
(DFK RI WKHVH W\SHV RI PREHOLIHGE HHNORUV LV GL

% 8VLQJ 2XW RI 5DQJH 'DWD

, ] WKH RRGEHXLOW RQ GDWD WKDW DUH QRMQUYHEHKDWHRW IRV IWKHR T WK
IDFLOLW\ WKHQ WKH SUHGLFWLRQV PD\ QRW EH UHOLHG XSRQ 7KLYV
YDOXHV WKDW DUH ZHOO RXWVLGH WKH UDQJH RI BHDRMARDDEOHQHVYV
EXLOGLQJ WKH PRGHO

% 2PLVVLRQ RI S HOHYDQW 9DULDEOHYV

Q0 9 UHJUHVVLRQAVQNMEG/ MR DF FR X Q WQIRMMH DERRWNS DO |

HOQHWMLQJ VI\VWHPYV DUH DIIHF WO G HS\HIQGEH@WMIDL®® E ORIQ PRGHOV
FDQQRW KRSH WR) GEISERGH QWOHIQULDE®WHAHUH SRVYRKOI BAMKH PRGH
WRR FRPSOHRNHWROEMQOG ZRXOG UHTXLUH H[FHVVLYH GDWD JDWKHULQ.
DSSURDFK LV WRLDGHSH®HE IRQ\WWHKIRKIKEO W R VLJQHQHDDWO\ LPSDFW

2PLVVLRQ RI DLQEBSMQQWQRDY BEHLDE®R YRUHUURU 7KH IHJDPSOH PRC
$SSHQGLWWLHY WR H[SODLQ WKH YDULDWLRQV LQYPRQWK®NHQHDJ\ )
UHOHYQ@MSHQGHQW YRUNDBOHH J +'' WKHQ WKH PRGHO ZLOO IDLC
VLIQLILEMQW GRI WKHIQBIU KW LRHI LKL HQW PRGHO ZLOO DOVR DWWU
YDULDWLRQ WKDW LV GXH WR WKH PLVVLQJ YDULDEOH WKRHWKH YDUL
HITHEVO® D MHWFX LPIRVGHH O

7TKHUH DUH QR REVMAR@RYXWRILYBELNVDSW REOHP LQ WKH VWDQGDUG VWDWL\
D ORZ HH % EHORZ ([SHULHQFH DQG NQRZOHGJH RI WKH HQJLQHH!
ZKRVH SHUIRUPDQFH LV EHLQJ PHDVXUHG LV PRVW YDOXDEOH KHUH

7KHUH PD\ EH FDVHI\OZWHBI\DKUS LV NQRZQ WR H[LVW ZLWK D YDULDI
EDVHGHQHRBZHYHU WKH YDULDEOH LV Q®R¥H LR MXOFHGRI E YWKH WR\E R
FRQWLQXH WR JDW KM H SRRKHW GO B/SFHKIRREYVLRQ RI D UHOHYDQW YDUL
EH QRWHG DQG MXWYWIODAG LQ WKH

$SSHQGL[ % 8SQFHUWDLQW\



% ,QFOXVLRQ RI ,UUHOHYDQW 9DULDEOHYV

6RPHWLPHY PRGHOV L QRISH QG bIQOH Y D/QKB EQHIHOHYDQW YDUL
UHODWLRQVKLS FRUUHODWLRQ ZLWK WKH LQFOXGHG UHOHYDQ
WKH PRERIZHYHU LI WKH LUUHOHYDQW YDULDEOH LV FRUUHODW!
PRGHO |BADABARHIILFRHYWN UHOHYDQW YDULDEOHV

8VH FDXWLRQ LQ DYEEH.SHQRSRAQAN QWDRHIDJEHV L R QUB @ WOEWEWD X VH W |
DUH DYDLODEOH 7R MXGQE HS$KIQ GHQWYDIRUFIHD ROHY UHTXLUHV ER
LQWXLWLRQ +RZHYHW WDIWW BWORF EBVWREZ LV RQH ZD\ Rl FRQILU
UHOHYDQFH RLGOGHSH G &8 Q W QFIDXLEHE® H @ [[3 HPRKEHHEID H U J\
DQDO\VLV IRU WKH W\SH RI 0ODFSORWUDRP YRAWHGHIFH VYD U\ WR GH
UHOHYDQFH RI LQGHSHQGHQW YDULDEOHYV

% )JXQFWLRQDO )RUP

W LV SRVVLEDH)IWERDRMR R KLS XVLQJ WKIHM DRFPRHDIFBWH X Q FOLLCR
UHODWLRQVKLS PLIJIKW EH LQFRUUHFWO\ XVHG LQ PRGHOLQJ DQ
QRQLQHDU )RU H[DPSOH HOHFWULFLW\ FRQVXPSWLRQ DQG DPE
OLQHDU RIWHQ p8f VKDSRXW GRBD WLHPGEHULOWZDWHSRIVH B ® IRD H
EXLOGLQJV WKDW DUH ERWK KHDWHG DQG FRROHG HOHFWULFDC
KLJK DPELHQW WHPSHUDWXUHY ZKLOH UHODWLYH®MNQHDAILQ PLC
UHODWLRQVIQU® Z LAWK BDWLPRGHO ZRXOG LQWURGXFH XQQHFHVYV
OLQHDU PRGHOV VKRXOG EH GHULYHG IRU HDFK VHDVRQ

, W PD\ DOVR EH DSSURSULDWH WR WU\<KLJKHYU; RUGHU UHODWLR

7KH PRGHOHU QHHGV WR DVVEBMRUWWVIBEQBQWH OXHFRMWWKEODP RVW D S
WKHP XVLQJ WKH HYDOXDWLRQ PHDVXUH¥OURMEZHQWHG LQ $SSHC(

% 'DWD 6KRUWDJH

(UURUV PD\ DOVR RFFXU IURP LQVXIILFLHQW GDWD HLWKHU LQ W
RU WLPHXVHLQJ VXPPHU PRQWKINQGOQWWKHKHPIRWRAH[WUDSRODWH WR
7KH GDWD XVHG LQ PRGHOLQJ VKRXOG EH UHSUHVHQWDWLYH RI
7KH WLPH SHULRG FRYHUHG E\ WKH PRGHOO@ HVHIDW RERVL QRS KE HR
HWF 7KLV PD\ FDOO IRU HLWKHU H[WHQVLRQ RI WKWHWNVPH SHUL

% (YDOXDWLQJ 5HIJUHVVLRQ ORGHOV

,Q RUGHU WR HYDOXDWH KRZ ZHOO B[SO DRMQVWWMANDDWURQVIKY 8 LERH)
HQHUMH DDAQQE&GHSHQGHQW WHEKUHMHE@WHVWY PD\ EH SHUIRUPHG DV G
$SSHQGLEYRYLGHY HYDOXDWLRQ RI DQ H[DPSOH UHJUHVVLRQ PF

% &RHIILFLHQW RI '"HWHUPLQDWLRQ 5

7KH ILUVW VWHS LQ DVVHVVLQLWKHR HHPRUQ A\ \VRKH) &mRKEIHICFLH QW
'"HWHUPLGDWLRBBDVXUH RI WKH HIWHQW WR ZKLFK YDUWUDRRRQYV
LWVWAHADQYDOXH DUH H{ISWOCH. QHGUHVVLRQ PRGHOLWDWKHPDWLFDOO\

([SODLICHE DMWER Q
7RWID L DMWER Q

RU PRUH H[SOLFLWO\

$SSHQGL[ % S8QFHUWDLQW\



5 1L — %

ZKHUH

A

X < PRGHOHGLH@WHWBEDOXH IRU DJ SDDMWOLBRAQPW XVLQJ WKH PHDVXUH
WKHGHSHQGHQW NMDWBEDHQHG E;\ SHDXX B VQUOWKHWKH UHJUHVVLRC

X < PHDRI WY}HDVXHBEWDOXHWARVLQ] HTXDWLRQ %
X < DFWXDO REVHUYHG HJ XW@HUD\PHWHU YDOXH RI
$00 VWDWLVWLFDO SDFNDHHVHEDEGRDBBRIDE VAKRIMHSX WHS WKH YDOXH RI

7KH UDQJH Rl SRVVISEDWH YDWRHY FRRD PHDQV QRQH RI WKH YDULDWL
H[SODLQHG E\ WKKHPRGRILOH WKH PRGHO SURYLGHV QR JXLGDQFH LQ >
YDULDW4 RQW L@KH VEOHEWOIGH QWIY DK KDREEBIHSOD QD WHR/QRR1 WKH FD >
WKH REVHUYHG ¥ D QDDWHKR RWKEGURKDQ ® HDQV WKH PRGHO H[SODLQV
RI WKH YDUKDWLRQWKBD PRGHQVEK MARWH® FHUWDLQW\ IRU DQ\ JLYH
WKHGHSHQGHQW YIIHUMDKEHOUH RAWW @ B WHD X RYORNHO\ ZLWK UHDO GDWD

,Q JHQHUDO WKH JUHDWHU WKH FRHIILFLHQWGRI 6HYMEHIP WEKBHWLRQ
UHODWLRQVRIGHBH Q/&HQAD O/® WHOHE GHSHQ G H Q VK YWKWHLIDE O QR R X J
XQLYHUVDO VWDQGDUG IRUS5DYMLOXNH XP DEF HRAWEHBOARQVLGHUHG D UFH
LQGLFDWRU RI D JRRG FDXVDO HWOBDDWGRQHMEHR GRRWJIYWUWKEOHV

7KK WHVW VKRXOG RQO\ EBIOXNKIBFDNYV CRGHQVWKRXOG QRW EH UHMHF
VROHO\ RQ WKH)EQWVIOOKIDVORZ LQGLFDWLRQ WKDW VRPH UHOHYDQW
LOQFOXGHG RU WKDW WKH IXQHWLRQDOQHRU P LR QWRWK P R SUHRMEXUD\V WRHOQ
LW ZRXOG EH ORJLFDO WR) 6RO M DGHDAR GYADLWY DERE@HA QW IXQFWLRQDO

% 6W D QG D IRGWKINV\WR UP D W H

KHQ D PRGHOVHG WR HQHG/IFOWK BIQUYHQGHSHQGHQW WHKBLDEOH
DFFXUDF\ RI WKH SUHGLFWLRW DLQ/G DHRBY W H H BHUEZ 8\(WKBI\W HV
DFFR)OF\ PHDVXUH LV SURYLGHG E\ DOO VWDQGDUG UHJUHVVLRQ SDFI

2QFH WKH YDIUXGHBSHRIGHQWDVYMHUROKODIHG LOQWR WKMW R HMWVRLWRE P R(

DHQHWIDOXH DQ DSSUR[LPDWLRQ RI WKH UDQFDRIESRVREPBRWH® O X I
XVLQJ HTXDBDALRQ %

<r Wi6(

<

ZKHUH

A
x < LV WKH SUHGLHAHQH&EMDORR WIKH UHJUHVVLRQ PRGHO

Xx WLV WKH YDOXH REWWDEPBEMVMURRHVKIHE®H %

X 6LV WKMHDQGDWRG WKHKHRHNVNSWHGMFWLRQ W LV FRPSXWHG DV

$SSHQGL[ % 8SQFHUWDLQW\



I
6( J_ili_ %
ZKHBHYV WKH QXIPEGHSRIQGHQAWQY WKHDE®HIHVVLRQ HTXDWLRQ
7KLV VWDWLVWLF LV RIWH BHWDMITH{ DU B OR'UW KH URRW

'LYLGLQIO®/(KHN WKH DYHQUDEMHURGXFHYV WKH FRHIILFISHOW RU YD U
W KD 506 (

(o))
A

%

&9506(

N @
o]

$ VLPLODU PHDVXUHELDW WKHFRGHDIQQHG DV

A

09 (A——* %

7TKHW%(LV D JRRG LQGLFDWRU RI RYHUDOO ELDV D@ (WE&E LEFBDWHW V
WKDW UHJUHVVLRQ HVWLPDWHY WHQG WR RYHUVWDWH WKH DFW
FDQFHO RXW QHJIJDWIBYBRHWWVYRMNXITHQAHRP DWKILR/QFBUREOHP

$00 WKUHH PHDVXUHV PD\ EH XVHG LR} MYPXOXDWILRQ WRKEGHRDWOL G

% WNVDWLVWLF

6LQFH UHJBRGHRRIQILFEHQOWMWDWLVWLFDO HVWLPDWHY RI WKH W
EHWZHHQ DQ LYPBUYDERBW@KHE DUH VXEMHFW WR YDULDWLRQ 7K
HYWLPDWH LV PHDNWOUHGD BRG VWHH RAR B Q IGF WHKGWDVVRFLDWHG YDO
VWDW BWWIDAW VWV W VRVDWLVWLFDO WHVW WR GHWHUPLQH ZKHWKH L
VLIQLILFDQFH 2QFH D YDOXH LV HVWLPDWHG XVWJILWKHDWHW W
YDOXBRPWYDEDMHEOH %

TKWWDQGDW3 HDEFREFERHMLFFRPIQPWHG E\ UHJUHVVLRQ VRIWZDUH
HTXDWLRQ DSSOLHV IRU WKH FDVH RI RQH LQGHSHQGHQW YDULL

|
6( |- %

JRU FDVHV ZLWK PRQBHSKDG RQWKBWHDEOMLRQ SURYLGHY UHDYV
DSSUR[LPDWLRQ ZKHQ WKH LQGHSHQGHQW YDULDEOHYV DUH WUX
2WKHUZLVH WUWKRH HHX\WDV YHU\ FRPSD®ED OYGV VW KHEHWWHU RIlI XVLC
SDFNDJH WR FRASXQYGHDWEBHAWKIHR FRHIILFLHQWYV

$SSHQGL[ % S8QFHUWDLQW\



7KH UDQJH ZLWKLQ ZKLFK WKH WUXH YDOXH RI WKH FRBNMILFLHQW E
E“WE6(

TKWWDQGDWIE WHHRARHEIDGVYR@MDGYV WR WK HW Y O MW BRIV VI W KH
XOWLPDWHO\ OQHWHABRWEIKBVFRHIILFLHQW LV VW DW WDWND/OICRA VLIQLIL
FRPSXWHG E\ DOO VWDWLVWLFDO VRIWZDUH XVLQJ WKH IROORZLQJ

V\X/WDWL—(\S‘,%VLF %

2QFH WHWDWNVNVMMWELPDWHDQ EH FRPSDUHG DJDLQVW FULWLFDO W YD
WKH DEVROXWHWW D YWH RVHWEKHWKH DSSURSULDWH QWRBRBULWRP 7DEO
VKRXOG EH FRQFOXGHG WKDW WKH HVWLPDWH LV VWDWLVWLFDOO\ Y

$ UXOH RI WKXPE VW@DRGX W K\NDIMOMWHNRHBAX IOFV R | RU PRUH LPSOLHV W
HVWLPDWHG FRHIILFLHQW LVVWDQGOLEFG G WRAB D WIIRYUH WK DWVD UHOI
GRHV H[LVW<HHNZ WH® SpPpUMWQBWRIBUWR WKH FRHIILFLHQW W FDQ Wk
WKDW WKH HVWLPDWHG E LVWOWRBDVRIHVIVELIRX RS HANKINMDRMKH YDOXH RI
WKH FRHIILFLHQW LV DERXW * QRW PRARPKKRHI PDYOKWHRREFRRIREWOQTH
EHWWHU SUHFLVLRQWRWDIKIDVONXIHV KRHXVW EHRDJMURWEOGQGGDWI BUURU
KDV WR EH QR PRUH WKDQ Rl E LWVHOI

7R LP S U R VWHWD KWLHAVX IOFW
X 6HOMPWHSHQGHQWZYDKLWEEH/ WURQJHNWHWHODWLRQVKLS WR

X 6HOHRWHSHQGHQWZXBYVHDEDMXHY VSDQ WKH ZLGHORMERMW EOH UL
YDU\ DW DOO LQ WKHEFBDIUHAWWIERHP P /G ISOMNICWRWLEH SRRU

*DWKHU DQG XVH PRUH GDWD SRLQRWYV WR GHYHORS WKH PRGHO

6HOHFW D GLIITHUHQW IXQFWLIRQDH[DRSPHRB WKHAKRR&HMHSDUDWHO
GHWHUPLQHWFRHIRWIHDFK VHDVRQ LQ D EXLOGLQJ WKDW LV VLJIQ
VHDVRQDO ZHDWKHU FKDQJHV

% 6DPSOLQJ

6DPSOLQJ FUHDWHVY HUURUV EHFDXVH QRW DOO XQLWV XQGHU VWXG
VLWXDWLRQ LWOHKDMORMKRQYRYERURP D WRWIDXXD WYX OQ \I LIRMQRSIR P
VDPSGHDFK XQLW KDV WKH % DRHEHLREDIEQEAXGHG LQ WKH VDPSOH

,Q JHOHUDWDQYWE&BUY HQYRUYVYRIOW SRERDOKWW LV LQFUHDVLQH WKH VDF
E\ D IDAWARW® UHGWDBH XWGPIBUBRH WKH BEWHKHL.WVRQPDWH E\ D IDFV

Ji

% 6DPSOH BWHURLQDWLRQ

<RX FDQ PLQLPLIHYDRS EMNQRFUHDVLQJ WKH IUDFWLRQ RI WKH SRSX(
}?1 ,QFUHDVLQJ WKHHVD@BSOHD RHWV FRYWYWH O6HYHUFLDOQWVNFXEBWVQUH

RSWLPL]LQJ VDPSOH VL]JHV 7KH IROORZLQJ VWHSV VKRXOG EH IROOF

6HOHFW D KRPRJHQHRX®Y RRSSHID VRIVR@DPIS KHIREYEMW LYH WKH
PHDVXUHG XQLWYV VKRARGEHBEMWHKHEMPWH®Y WKH HQWLUH SRSXODWL

$SSHQGL[ % 8SQFHUWDLQW\



GLITHUHQW W\SHV RI XQLWV LQ WKH SRSXODWLRQ WKH\ VKRX
JRU H[DPSOH ZKHQ GHVLJQLQJ D VDPSOLQJ SURJUDP WR PHD\
OLIKWLQIJGFEQREHRCEDH)F\ VHQVRUV URRPV RFFXSLHG PRUH R
PXOWLSOH SHUVRQ RIILFHY VKRXOG EH VHSDUDWHO\ VDPSOH
RFFDVLRQDOO\ RFFXSLHG H J PHHWLQJ URRPV

'"HWHUPLQH WKSIUGIHV MIQRER QG H Q PHH Y HROW WYXWLPDWH H J KRXU
XVH WR EH BHBRUWHR®UY WR WKH HUURU ERXQG DURXQG WKH
UDQJH DURXQG WKH HS/AWHFFLIVWRXL W HWK BD USRIQI VEOR G BN WR
WKH SUREDELOLW\ WKDW WKH HVSWLHPFILW HRZL O & H DSUAR E Q EW & H W
HVWLPDWH ZLOO LQGHHG IDOO LQSWHKIF LWWBRMHPHGWI L GH GKEW\
SUREDELOLW\ DOVR UHTXLUHV ODUXHZDQMPFRIH VG BRE H [DP SO+
“ SUHFLVMRRKQP H\DKDW WKH UDQJH GHILQHG IRU WKH HVWLPDW
WUXH YDOXH IRU WKH ZKROH JURXS ZKLFK LV QRW REVHUYHG
H[DPSOH LQ HVWLPDWLYQ.DWKH OLMKWDNVQGEHFROGHG WR XVH VDP
EHFDXVH LW ZDV WRR H[SHQVLYH WR PHDVXUH WKH RSHUDWL
OHWHULQJ D VDPSOH RI FLUFXLWV SURYLGHG DQ HVWLPDWH R
XQFHUWDLQWRIORQGBQEHHFLWILRE® VDPSOH VL]H LV GHWHUF
WKDW RQFH WKH RSHUDWLQJ KRXUV DUH HVWLPDWHG E\ VDP
“ KDV WR KDYH D FKDQFH RI FDSWXULQJ WKH WUXH KRX|

7KH FRQYHQWLRQDO DSSURDFWR \DRKR I6HARY Q. V@R BIDQ QIQ G
“  SUHFLWRZHYHO WIHD@HGYV WR FRQVLGHU WKH OLPLWV FL
VHH &KDSWHRSURYLIFLNWIRRQVD\ * WR “ ZLOO LQAUMEVYH VI
WLPHV ZKLOH LPSURYLQJ LW WR * ZLOO LQFUHDVH VDPSOH
WKH VDPSOH HUURU EHLQJ LY HAM/GIHOR VELUGRIS R/ W LIRSEUAR SURL D W
FULWHULD UHTXLUHV EDODQFLQJODFFRUWK\ UHTXLUHPHQWYV ZI
'"HFLGH RQ WKH OHYHO RI (& MMDEIO UWK XHRIQUK 8 B QBKH F LV LR Q
OHYHO FULWHUEDOLKRBXWR WKH PHDVXUHPHQW RI DOO FRPSRQ
JURXSV RI FRPSRQHQWYV 6HBHYI SIHBEQEHHLBQ BRQ I LGHQIFMH U LD
FKRVHQ LQ

&DOFXODWH ,QLWLDWDOMH G B GMKH LQIRUPDWLRQ DERYH DQ L
RHUDOO vhprs6BQ EH GHWHUPLQHG XVLQJ WKH IROORZLQJ HT

] FY

Q %

ZKHUH
X @ LV WKH LQLWLDO HVWLPDWH H WKHRUHBXOLPQGLYDPSOH

x FY LV WRHIILFLHQW RG HIDQ HIYMW E&BUG BIHW KBIWLHRIDG L Q J V
GLYLGHGPEDWKHWVLO WK HDBFRMEXDAM G D UG RIHW KBIWSLARRSX O D W L R
EH HAWDWHG IURP DFWXDO VDPSOHV PD\ EH RKYHG DV DQ L

X H LV WKH GHVLSYHEBFQANYRQ RI

] LV WKH VWDQGDUG QRUPDO GLVW UZIEW K IDRQ LYDD IOXHVIK K
RI UHDGLQJV DQG FRDWIKH HYVQ UM H[DPSOH ] LV IRU
FRQILGEBFHO IRU IRU DERQILGIRQFH

JRU H[DPSOH FIRQILGHIQFK SUHFLVILQR® B | WKH LQLWLDC
HYWLPDWH RI UHVXLI&HGVVDPSOH

x
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,Q VRPH FDVHV H J PHWHULQJ RI OLIJKWLQJ KRXUV RU XVH LW P
FRQGXFW D VPDROOWIKOH YRIOH SXUSRWVANYRDKNMWILR DWVKQVW LQ SODQC
WKH VDPEURJUDP $OVR YDOXHVIIDRBNSRBEHY ERXXVHG DV DSSURSULEL
LOQLWLDO H¥WLPDWHYV RI

$GMXVW LQLWEDIG WMMICBWH IRU VP DKM SRHPHYYW HRWDIR S

FDQ EH UHGXFHG LI WKH HQWLUH SRSXODWLRQ EHLQJ VDPSOHG LV
WKH VDPSOH )RU WKH LQLWLDO VQPSOHLV WK HH RSSO0 WIEHRY H
ZKLFK LW LV EHLQJ VDPSOHG LV RQOWLPHVKWKIRSKHD R/ILW® H W RRE
7TKHUHIRUH WKH 3)LQLWH 3RSXODWLRQ $GMXVWPHQW”™ FDQ EH DSS¢
VDPSOH DWW IROORZYV

Q1 %

Q 0 1

$SSOVLQJ WKLV ILQLWH SRSXODWLRQ DGMXVWPHQW WR WKH DERY |
UHTXLUHG WR PHHW WKH “ FULWHULRQ WR 6HH DQ H[DPSO}
$SSHQGL[ $

)LQDOL]H 6DPSGFHEDPHVH WKH MQI@LDY BWSHORLQHG XVLQJ DQ DV
FYLW LDGEWRVURPHPEHU \WY¥RD W KK 15 DFXMOCOVOLRQ EHLQJ VDPSOHG F
GLIIHUHQW 7KHUHIRUH D GLIITHUHQW DFWXDO \SHFQMLRQH PD\ EH
FULWHULRQ FIYMKWQINFRWIVD VR EH OHVV WKD@ WWKHHSL Q MWWKLHD O DV V X
UHTXLUHG VDPSOH VL]H ZLOO EH XQQHFF VVIRMD \ ,0 IMR¥H DFRVRBE & W
WXUQV RXW WR EH ODUJHU SWKHDRLIRRGX 2 HGO \Q RMQEWMKRHHW X QOHVV
VDPSOH VL]H LQFUHDVHV EH\RQG WKHVDOXBIG BPSXWHG E\ (TXDW|

$V VDPSEORQWLQXHHDQWXKAWDQGDUG RBIHWKBHWIHRIGLQJV VKRXOG EH
FRPSXWHG 7KRDDEWXHDTOXLU WG MDRBXOMHWLBQE® % VKRXOG EH UH
FRPSXWHG FRKRRYXWHDWLRQ PD\ DOORZ HDUO\ FXUWDLOPHQW RI WK
DOVR OHDG WR D UHTXLUHPHQW WR FRQGXFW PRUH VDPSOLQJ WKI
0 9 FRVWYV ZLWKLQ EXGJHW LW PDOEWKDI® PODRISRXD WBPWS R HHVWBE ,I
PD[LPXP LV DFWXDOO\ UHDFKHRP B R’RWIDUWN WG VDIERERHU WHY VKR XOG
QRWH WKBUHABERIHYHG E\ WKH VDPSOLQJ

% OHWHULQJ

(QHUIXDQWLWIHI/HBEQGHOA WHD BLWEHQHPHDV XU HIGOBW B DWW R1 DQ
XVLQJ PHWHUV 1R PHWHU LV DFFXUDWH WKRXJK PRUH VRSKLVW
DFFXUDF\ WRZDUGYV 7KH DFFXUDF\ RI VHOHFWHG PHWHUV LV SXE
PDQXDODFMWU IURP ODERUDWRUN WHVWY 3URSHU PHWHU VL]LQJ IRU W
EH PHDVXUHG HQVXUHV WKDW FROOHFWHG GDWD IDOO ZLWKLQ NQR
SUHFLVLRQ

ODQXIDFWXUHUV BUVUSFEDMORRQWKWH D IUDFWLRQ RI WKH FXUUHQW UHCLC
RI WKH PD[LPXP UHDGLQJ RQ WKH PHWHUTVY VFDOH ,Q WKLV ODWWHL
WKH W\SLFDO UHDGLQJV IDOO RQ WKH PSWHRLIL REDOHUBEHBDIRIVHIFRP S

$SSHQGL[ % 8SQFHUWDLQW\



2YHWL]LQJ RI PHWHUMRAKRRWRYWDWHG UHODWLYH WR PD[LPXP UHDC
UHGXFIS WHHFRILREH DFWXDO PHWHULQJ

7KH UHDGLQJV RI PDQ\ PHWHU V\WVWHPV ZLOO HGULIWY RYHU WLF
FDOMAWBIPLQVW D NQRZQ VWDQGDUG LV UHTXLUHG WR DGMXVW
WKHJHFLRILRBWHUV LQ WKH ILHOG WKURXJK URXWLQH PDLQWHQTE
VWDQGDUGYV

,Q DGGLWERRQUWR\ RI WKH PHWHU HOHPHQW LWVHOI RWKHU SRV
PHWHU VSWUWHPVLRQ

x SRRU SODFHPHQW RI WKH PHWHU VR LW GRHV QRW JHW D UHS
VXSSRVHG WR PHDVXUHA PHHWHWDIMVOMHGGORJY DUH DIIHFWHG E\
HOERZ LQ WKH SLSH

x GDWD WHOHPHWU\ HUURUV ZKLFK UDQGRPO\ RU VA\VWHPDWLFD

$V D UHVXOW RI VXFK XQTXDQWLILDEOH PHWHULQJ HUURUV LW
TXRVWHGEH RFULREDEO\ RYHSVWPMWHWGHKBFWXDO UHDGLQJV LQ WK
WKHUH LV QR ZzD\ WR TXDQWLI\ WKHVH RWKHU HIITHFWV

ODQXIDFWXHHWWRHPHQWY VKRXOG EH LQ DFFRUGDQE® ZEGWK V
IRU WKHLU SURGXFW &DUH VKR XCOF®R @ H. GEDANAHD KR/ GG WE! UTAXIRQAHL ¢
PHWHWIHFLEQRBI VY VWDWHG RRX K GEMH NHION WR EH

"KHQ D VLQJOH PHDVXUHRDYWOBWY SXW O\ DR U \WKDRIWKNHUDO
PHDVXUHPHQWY WKH PHWKRP®W RVHESWRGLRPELQH XQFHUWDLQV
FRPSRQHQWWDTXGD IRG WEHRRHDVXUHG YDOXH LV

P H WD CSW HYFH ¥ HBRQ XYUWDHOXX H

6 ( %

‘KHUH W LV EDVHG RRS WE@IHDBIYM KH PHWHU PDQXIDFWXUHU ZKt
UHODWLY HVIWHW HPHRQY 7 KHUH | RADH WHK IR I7 WE\DKR%O G EH IRU LQIL
VL]HV

'KHQ PDNLQJ PXOWLSOHHWWEGL QKHZRPAKHDYHG YDOXHV FRQWDL
YDULDWLRQV LQ WKH SKHQRPH@RIQEHWVERH RIHD\GUDHE TIKNMHZ LV H
HITHFWW WBEGD URG WKHRUERHPOMHXH RI WKH PHDVXUHPHQWV LV
HTXDWLRQ %

&KDSWHUV DQG IXUWKHU GLVFXVV PHWHULQJ DQG SURYL
UHDGLQJV RQ PHWHULQJ

% &RPELQLQJ &RPSRQHQWYV RI 8QFHUWDLQW\
%RWK WKHJIAREQW DQG DGMXVWPHQW FRPSRQHQWYV LQ (TXDWLR

XQFHUWDRLOMSRDWL@IKH XQFHUWDLQWLHY LQ WKH LQGLYLGXDO |

FRPELQHG WR HQDEOH R YWHUYD QGMUIDWIHIRHQ\QY ¥ WRINR @ RFFDEQ. E H
SHUIRUPHG E\ H[SUHVVLQJ WKH XQFHUWDLQW WD ®FEG RPIRQH

7KH FRPSRQHQW\W 8 HYSWREBHXQMH WKH IROORZLQJ PHWKRGV IRU FF
,QGHSHQGHQFH PHDQV YW&RK HZKDRMHY BUHMAN RQH RI WKH FRPSR
WR WKH HUURUV DIITHFWLQJ RWKHU FRPSRQHQWYV

, I WKH UHNPRULWHWYEKIR RU GLIRHWHHQYHHUDO LQGHSHQGHQWO\ GHWH
FRPSROQRQOQWVHDYL@EIN& r r& WKHYWXHGDWRG WHKHRWHSRUWHG

vDYLEDY EH HVWLPDWHG E\

$SSHQGL[ % 8QFHUWDLQW\



6(6DYLQIVE(& 6(& 6 ( &s %

JRU H[DPSUDH/ LIDWW FRPSXWHG XVLQJ (TXDWLRQ E RI &KDSWHU DV
EHWZHHRGWKME WWIEE IQHHDP\G P H D VX SIREBW IUQHIIGH U WK M/ D QG D UG
HUWRUNKH GLIVIDYHQIFYM FRPSXWHG DV

6( 6DYLQIV6(DGMXEDWHH® BQBIH S R W URIRG U J\

7K ( DGMXVWHG EBYHULIQR W WKGEGDURG WHKHRH\GWMIURDOYWE IURP
(TXDWLRQ %KeH{ UHSRUWL QHQSMWWFIRRPEHY IURP WKH PHWHU DFFEXUDF\ XVL
(TXDWLRQ %

| WKH UWPRUWHW LPD WHRKFRWVHYHUDO LQGHSHQGHQWO\ GHWHUPLQF
& L BWDYLQ@IW& & WKHQ W KHYWH@QW LRGH WKLV VILY H Q
DSSUR[LPDWHO\ E\

%

6(6DYLOQ §6(& - 86(& - 86 (& -
6DYLQINg & i @ & i © & 1

$ JRRG H[DPSOH RI WK MWKWLG/EKW WL RIQQOIWLIRYWRI| OLIKWLQJ
6DYLQIXV:DWWV [ +RXUV

I WKH 30D TXLUHY PHDVXUHPHQW RI KRXUV RI XVH WKHQ 3+RXUV’™
VWDQGDUG IHWKWRIOMD@®VR LQFOXGHYVY PHDNKDEAFPH QY RDWMWBJIH WKHQ
0:DWWV ZLOO DOVR BHW D QOHXGHAODWRUDEO G D IRV BYURILLY O EH
FRPSXWHG XVLQJ WKH IRUPXOD DERYH DV IROORZYV

6(6DYLQJ®6(':DWWVE6E(+RXUV
6DYLQJVoO ':DWWN © +RXUV

:KHQ D QXPEHU RI VDYLQJV UHVXOWYV DWHWBWDBDQE D U WKB\ DOO
HTXDWLRQY %FDQ EH XVHWRKNRWLEBMWHEGDUBWKHRWURWDO UHSRUWHG

7RWD®DBYLQIV6(VDYLQIMVDYLQJIV 6(VDYLQJIV

J1u6(6DYLQJV
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"KHUHLYV VWKW EHVDRILQHW XOWYV ZLVeKY /G EDWAKIDWRDJUH DGGHG WH

2QFH WWIBQGDWE WWINRUWDIVGHWHUPLQHG IURP WKH DERYH SURFH
WR PDNH DSSURSULDWH FRQFOXGLQJ VWDWHPHQW VQIXEHRMMD W/ K I
WKMHDYLOQXVLQI WKH PDWKHPDWLFV RI WKH VWDQGDUG RBUPDO G
GDWD LQ 7DRMHHPDOPSOH RQH FDQ FRPSXWH WKUHH YDOXHYV

W KOHE V R GXUWAHD DSMIHYFHLRY IL R/GC H VA R IMERQJ YOH QL O HFRIQ| RG HHQ F H
FRPSXWHG XVLQJ WKH UHOHYD QW GV (YRDWRBQRP 7DEOH %
UHVSHFWLYHO\

3UREDEOH3(UWBRULQHG DV WKH UDRRIMRGEBEPWHBURVHQWYV WK
PRW OLNHO\ DPRXQW RI HUURU 7KDW LV LW LV HTXDOO\ OLNI
WKH $6+5%( 7DEUKREZY WKBPRQILGEB¥HO LV DRKLHYHG D'
IRU VDPSOHV VL]HV ORUJNW WMKODQVERE RRIBYDOXH 6R WKH
UDQJIS RREDE OHQHUHWRRDWHRI Y QJ (TXDWNRQ %[ 6OYLQJIV

7KH &RQILGHPHR&#Y GHILQHG DV WKH UDQJH ZKHUH ZH DUH
UDQGRIHHWY GLG QRW SURGXFH WKH REVHUXNGQGL(TKDMQRKD !
&/ILV * [ 6DYLQIRU VDWISEBM ODUJHU WKDQ

% $VVHVVR@QIHUDFWLRQV RI 0XOWRIBQ RHLRWPISRMMQ W V

(TXDWLRQNMQ@®G W RU FRRLQJ XQFRPBBRDBIWWY FDQ EH XVHG WR H)
HUURUVY LQ RQH FRPSRQHQW ZLOO D INFY\L QVBRGFHRDAB XYV BXWURHW KH
FDQ WKHQ EH GHVHIIGIHF® MYRH ERVWG X F HVIDWIMDEXIEFE GHYR U H G
FRQVLGHUDWLRQV ZRXOG WDNH LQWR DFRFFRKIQW WEBRHFRYWR QD Q
SRVVLEOH LPSURYSIPHRIWN R@QFWIKRPSRQHQW

6RIWZDUH DSSOLFDWLRQV ZULWWHQ IRU FRP PR BASMPHDIHBN RH HAK
QHW HUURU DVVRFLDWHG ZLWK WKH FRPELQDWLRQ/IRQPBER@WEHOI
&DUOR WHFKQLTXHV ORQWH &DUOR DQDO\VLY DOORZV WKH DVV
UHYHDOLQJ D UDQJWMRRFHRVVWEEBHURXUREDELOLW\ RI RFEFXUULQJ
WKH PRVW HIITHFW RQ WKH ILQDO RXWSXW 6XFK DQDO\VLV LGHQ
DOORFDWHG WR FRQWURO HUURU

$ VLPSOH LOOXVWUDWLRQ RI 3ZKDW LI~ DQDOVWHIWUIRV LSAU H B Q WIHC
ZDWW OLJKW IL[WXUH LV UHBDW WHIG [ZLXMKH D , Q R/KIHQOLOQW XUH RSHL
HYHU\ GD\ WK DIEFBXD® EH FRPSXWHG DV

$QQ%DY L QIV N : K

7KH QHZDWW IL[WXUHYTV ZDWNQIE) HDLWVLPR PUDWKMEW ZLWK DFFXU
WKHUH LV PXFK YDULDWIL[R\QX DR RZDMWWIOH HROBQG DPRQJ WKH KRX |
ORFDWLRQM RO ZDWWDJHY DQG KRXUV RI XVH DUH QRW HDVLO
7KHUHIRVBWLRHUIVR QRW EH NQRZQ ZLONKGHMLWQ LKXD\O GKBJH L\
GHWHUPLQH WKH LP S/DFfW (RIW K H SRHDVXGHPHQW RI HLWKHU RI W]
TXDQWLWLHV LV LQ HUURU E\ SODXVLEOH DPRXQWYV

JLIXUH % VKRZV D VHQVLWV Y WRI¥NXBOWZIR/ KO WDRHWXWHN ZR /G V
DQG KRXUV RI XVH (DFK LV YDULHG E\ X® YLRVW RRBGQW KM EPB © DEF
VHHQ WEXDMDUW VLIQLILFDQWO\ PRUH VHQNMXUH ZDRV WIDU HDWK. R ¢
RI XVH $ ZDWRWODBURGXFUDYRGUWRU ZKLOH D HUURU LQ R!
KRXUV SURGXFHWR®O& DYR U

$SSHQGL[ % 8QFHUWDLQW\
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o 20C JLIWX QR DWW — JLIXUH (DPSOH 6HQVLWLY LW\
= — — +RXUV 21 8VH

& _ $QDOAMLIKWLQJ 6DYLQJV

I

g Z - =

i —

a _,/"

Dw‘. //

'"HYLDWLRQ LQ OHDVXUHG 9DOXH

.| WKH SURSRVHG 0 9 PHWKRG ZLIQDMXHI®O QDWWG IR A WKRIDGDQJH RI
RI “* WKH UDQJALMDNOQRBWHWUWDLQW)\ ZLOO EH * L QIRWKHIHZRUGYV
ZDWWDJH FRXOG EH EHWZHHQVDYOL®@BX O @ EWVEWWEZKHQ DQG N:K
DQQXDOO\ 7KH UDQJH RIVOQFHWWDNOQKW\ RQ WKHKH PDUJLIQDO YDOXH
HOHFWULFLW\ LV FHQWYV SHU N:K WKH XQFHUWDLQW\ UDQJH LV DE
WKH ROG IL[WXUH FRXOG EHSHWW LNRIDRAH G QZLLI WD QUHOWHHV V. WK D Q
PD\ EH ZRUWK HOPYFEEIHERQWVHIGHSHQGLQJ RQ WKMDXYXRENU RI \HDU
EHLQJ FRQVLGHUHG

JLIXUH % VKRZV W RV HWWH KR XDV OHVV Rl DRYLRYUPWWLRQ ILQDO
H[DPSOH WHKRHXNRXQMIH LV IODWWHU LQGLFDWLQJ ORZHWURKMQVLWLY L
LQ PHDVXUHPHQW RI RSHUDWLQJ KRXWLROWF H U WRIQQ WHL ¥ @HOWR

“  RU*“ N:K RI N:K 7KK DDIQQHWILER XW  N:K [ N:K
ZRUWK SHU \HDU $JDLQ LW IPORUEHDYBUWPK \WHABXWDF\ LQ PHDV XU
KRXUV RI XVH LI LW FDQ EH GRQH IRU VLJQLILFDQWO\ OHVV WKDQ
\HDUWBRYLBBYQJ FRQVLGHUHG

7KH UDQJH RIVIRNM\QUAORUY IURP HUURUYV LQ PHDVXULQUVRSHUDWLQJ |
JUHDWHU WKDQ IURP WKH HUURWXWHPHDWWDURY WKIN:ROG KLV LV WK
HITHFW IURP ZKDW PLJKW EH H[SHFWHG EDVBGLR®/ETBEWWDHB WHKW § H C
WR KRXUV RI XVH DV VHHQ LQ )LJXUMHE% FDOKLN G KH HUOBOAH. BOH W U U |
PHDVXULQJ RSHUDWLQJ KRXUV * LV PXFK ODUJHU WKDQ WKH SOD.
ILIWXUH ZDWWDJHV *

6HQVLWLYLW\ DQDO\WLYV VXFK DV WKH DERYH FDQ WDNH PDQ\ IRUPV

ZDV XVHG WRHVKRIZQWLSOHY ORQWH &DUOR VLPXODWLRQ DOORZV FR
GLITHUHQW SDUDPHEVWHIHW LDQORR URBEFXYV H[SHQGLWXUHYVY ZKHUH PRVW
LPSURYH WKH RYHUDDYD QB RUWPA R

% (VWDEOLVKLQR @WIDUIWWEDYEIOGRIYFHUWDLQW\

$V GLVFXVVHG LQ $QBMQBQP KQFHUWDLQWLHY FDQ EH TXDQWLILHG
EH TXDQWLILHG SUR LG BODXQWED OAHFRQ V LOGH BR ®RW WKL R X V
RSWLRQDO DSSURDFKHWKWR ¥QFHRIWDPQMDQ SURGXFH WKH W\SH RI L
LV DFFHSWDEOH WR VDYOLYHBRBHWYV IRQPOKIELQJI WKRVHOZER KDYH WR !
UHSRUWV 8OWLPBWHERXYIE UHSRUW WKH H[SHFWHGWDHYMQA RI TXDC
VHH &KDSWHU

$SSHQGL[ % 8QFHUWDLQW\



"HWHUPLQMQHRYDRLQHTXLUHYV HVWLPDW LHQJHDOB YIHIOWH QBPRVKE U V
VLPSO\ PHDVXULQ 8 QHKHNOHNYHO ,RIJHQHUDO FDOFXODWLQJ D GL
UHODWLY HFUUMAHWILRQ U HTEMRIGIXWEH BV N LFRRP SRQHQW PHDV X L
WKDQDWKROXWH SHRRLVHRBQR| WKH GLIITHUHQFH )RU H[DPSOH V)

DURXQG N: DQG W K/ D QWIF IDSRXIDE N: $“ HUURU ZLWK

FRQILGHQFH FULWHULRQ FDQ EH DSSOLHG WZR ZD\V

X ,] DSSOLHG WR WKH O RIEY R® DW X USMPHALE MR Q N : RI N: D\
FRQILGHQFH

X ,] DSSOLHG WR WXH @RS ROWWE SQ WWRNLRRVW EH  N: RI

N: DW WKH VBRBILGEB¥HO 7R DFKLHBEWRKLXWHALNV:LRQ LQ
UHSRUWHGUWDXLQBY FRPSRQHQIERN RBYMAHLRRHRQ QWX V LQ J
(TXDWLRQL¥I ERWK FRPSRQHQWV D ISHJ MR KIDR'{ WKH VDP H

&OHDUO\ WKH DSSOLFERQURQISRIAM KMILIRMHULR Q DW WIKHLQHWHO RI
UHTXLUHV PXFK PRUH SUHFLVLRDRWOWKIOH) WRDG RHHOWKXUHPHQW |
WKH ORDG

7KISUHFLMULRQHULRQ PD\ EH D SSITHWHGE QRBXQDDOWRRWR SDUDPHW
GHWHUPLQH)RU H[DPSOH VXSYRQBWXIQW LV WKH SURGXIFW RI W
RI XQLWV+KRIXRSHUDWLRQ & QQ ERADWMDIV +[ & 7KH
FULWHULRQ FRXOG EH DSSOLHG VHSDUDWHO\ WR HDFK RI WKHVI
SUHFLNRULRBDFK Rl WKHVH SDUDPHWHUV VHSDUDWEBK L.GRHNG QRW
VDYLQZKLFK LV WKH SDUDPHWHU RI XOWLPDWH LQMEHUFVMVRQ IL
FRQILGER¥®G RQO\ EH * 20 WKH RWKHU KDQG LI WKH QXP]
ZDWWV DUH R\BHXRBB 2 ZLWKR W HFLNRRBERQRX UV LPSIUHFALVLRQ
IRUDYLQJV

7KIBUHFLWWRQGDUG FRXOG EH LPSRVHG DW YDULRXV OHYHOV 71
GLVDJJUHJDWLRQ GUDPDW LGHD\OLG \Q DD [HG- \D \RWRWWH D\VQHIGI@EHUDO GD
FROOHFWLRQ UHTXL USHPHFRLW R RXD B BIPBOMWVYIDUH LPSRVHG RQ HDF
WKH SULPDU\ JRDODM. QURAFRBYWRURSOURMHFW DV D ZKROH LW LV
LPSRVH WK$HUWFPHHROLUHPIBPOW RRPERQHQW

% ([DPSOH 8QFHUWDLQW\ $QDO\VLYV

7R LOOXVWUDWH WKH XVH RI WKH YD U LIRXF O\ WIDW L7\D\E BRIV T @ R R (
H[DPSOH VSUHDGVKHHW RS MWV L, QL F RIG KA. DCH\QUIIRQ RR FDQ BV K O
H O HPYWWLLGFL W\ F RIDIAX A 8 WYLDRIX H V (MG I R RRIDLQRIY H U D\ HROQWH
SHULRG 7KLV LV MXVW D SDUWLDO VSUHDGVKHHW RXWSXW 6SH
LWDOLFV

$SSHQGL[ % 8QFHUWDLQW\
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5HJUHVVLRQ 6WDWLVWLFV ZDEOH %
0XOWI ([DPSOH
5 6 TXDUH 5HJUHVVLRQ
$GMXVWHG $QDO\VLYV
6WDQGDUG (UURU 6SUHDGVKHHW
2EVHUYDWLRQV 2XWSXW

&RHHLFL?P&RL&U? 6WDMRZHU 8SSHU

,(QWHUFHSW

&Il

JRU $ %DVHOLQH RI ORQWKO\ N:K DQG &' 'DWD 3RLIWYV WKH GHULY

ORQWKO\ HOHFWULFLW\ FRQVXPSWLRQ

7KH FRHIILFLHQW RI5GHWRIRL QVWERQ XDUH LVQT XD BWAIHK®HBIK DW

LOQGLFDWLQJ WKDW RI WKH YDULDWLRQ LQ WKH HRWIUQY GDWD SHF
&' GDWD 7KLV IIDFWHLRSWOLHRQJ UHODWLRQVKLS DQG WKDW WKH PRC
HYWLPDWH DGMXVWPHQW WHUPVY LQ WKH UHOHYDQW IRUP RI (TXDWL

7KH HVWLPDWHG FRHIILFLHQW RNVWDQGK SREWHEBURKILY B( OHDGV WR D
W WDWVYKRZG DV 37 VWDW RLQ 7DETRAVWAD WNVWKHQ FRPSDUHG WR WKH
DSSURSULDWH GXNHWIQFDBEOHIRU GDWD SR LBORQ/LDEHX FH

%HFDXVH H[FHHGV D KBJKD\ VLQGHEAQRGWQW KD VEDEDIBVKHHW
DOVR VKRZV WKDW WKH UDQJH IRU WKHRER HGIENDEHMQWRDW WRBG OHY
LPSOLBIWODWLYHRIUHFLVLRQ ,Q RWKHU ZRUGV ZH DUH
FRQIL&/MHOW HDFK DGGLWLRQDO &' LQFUHDVHV N:K FRQVXPSWLRQ EFH

TKWWDQGDWE WHHRFUKWLRD WWHHVWHRQ IRUPXOD LV 7KH DYHUDJH
SHU PRQWK LV QRW VKRZQ LQ RXWSXW 7R SUHGLFW ZKDW HOHF
XQGHU DYHUDJH FRROLQJ FRQGLWLRQV IRU H[DPSOH WKLV &' YDO X
PRGHO

SBUHGLFWHG FRQVXPSWLRQ [
N:K SHU DYHUDJH FRRBRQW&HJUHH GD\

8VLQJ D 7DEWBIOXH RI IRU GDWD BRQAWVEPKHODWKH UDQJH RI
SRVVLEOH SUHGLFWLRQV LV

5DQJH RI SUHGLFWLRQV “ [ WR N: K

7KHDEVROXWH BVYBBISWRQPDWHO\ “  N:K UHODWL DQI/WHKFH. VLR Q
“ 7KH VSUHDGVKHHW G HVVOILEWG RY WDKK H R W MPKHV H
SURYLGHG WKH LQIRUPDWLRQUB BB ®&H®HMREFRRSIERVGU RKKVH RI WKH
UHJUHVVLRRWPR@N®QH PRQODWKI LQ WKLV F

$SSHQGL[ % 8QFHUWDLQW\



J(JUHSRWBWMUERQV XPSWLRQ ZDWDYLBRRSXWHG XVLQJ &&KDSWHU
E ZLOO EH

6DYLQJV = N:K

6LQFH WKH XWLOLW\ PHWH W ABR AMHGRWGR-F R EWBDLWQ\WBRKWXH LWV
YDOXHVEMDWUHDWHG DV DFFXUDWH 6( EHFDXVH WKH XW
DPRXQWY SDLG UHJDUGOHVV RI RHDWHQXNWEWRUZ 7&KBG BH RI WKH

6 ( P R Q WHKDONL QJ6/ D G M XE/DWHHEO 16Q H H S R (BMUER®@ VX @ SW LR

—

svLQ®I WKHRIDBRMVLEOH PRIQQMK O\

S5DQJHVBIYLQJIV “ [
" WR

7R GHWH U PSLWHF VRHLHRVEH DQQ XD O WRDWOL@MLRY PR OWKRPHG WKDW W
VWDQGDWRG HDER PROWKZVIO EH WKH VDPH 7K N DQLAEXKHOQUH SR U
KDYHWWDQGDW3 HUURU

6( DQQXDYLQJIN u N: K

6LQRBIHULYHV |URP RV KEKARGH® HOHWPDW W K H YDOXH XVHG DER
7KHUHIRDEWRIOXWH BOQ HRLYERQOVV | N: K

$VVXPLQJ HTXDWODFRQWK O\ N:K DYQXDO W N:K DQG WKH
UHODWLY HRS UMAB QUYL QB\BRUW LV [

$SSHQGL[ % 8QFHUWDLQW\



7KLV $SSARGWDLQV RRDWHFXH DMRVWKH YDULRXVIURB LRQLF RI(¥KH ZRUO
KDV UHFHLYHG FUHGLEXH\FRGRQWEN EXRQRYW P YHEBUVDWHO\ IURP W
UHVW RI WKMR SROGRMH RI SXEOLFDWLRQ(RY MRRRXRURUHN DIF&OS DHW. R
RI WKH WRUODEPLW WBWWW ULIDIEWLIKW XQLTXH DVSHFWV RI 0 9 LQ WKF

& 8QLWHG BWHARVMHMIEDLO XGDWHG 2FWREHU

$GGLWLRQ WR &KIODOWHW5S5HODWLRQVKLS 7R 2WKHU 0 9 *XLGHOLQHV’

X $6+5$( *XLGHOLOQWHDVXUHPHOW RI (QHUJ\ DO GV'HH B8 CH 6B V

LQ &KDSWHU 7KLV $PHULFDQ 6RFLHW\ R&RBBWWQRQEHIULJHUD
(QJLQHHUV ,QF GRFXPHQW SURYLGHV FRPSOHPHQWDU\ GHWDLO
PDQ\ Rl WKH VDPH RULJLQDO DXWKRUV DV ,3093 7KRXJK *XLGHOLC
IROORZLQJ PDQ\ RI WKH VDPH FRQFHSWV RI ,3093DPWVGRWY QRW X
,3093 *XLGHOLQXMLTXWXDEEGXO UHVRRWBAHRIRVYVDRARQE WKH
ZRUD@G LV DYDLODEOH IRU SXUFKDVH WKURXJK $6+5$(TV ERRNVWHF
KWWS UHVRXUFHFHWWRUK DVKUDH RUJ V

X 09 *XLGHOLQHV OHDVXUHPHQOW DQG 9HULILFDWHR®LRQ )HGHUDO
VHH 5HIHUHQFH LQ &KDSWHU 7KH 8 6 'HSDUWPHQW RI (Q

ODQDJHPHQW 3URJUDP )(03 ZDV HVWDEOLWKHREY WY BDR SH WDRV UG ¢
86 JRYHUQPHQW IHGHUDO ODF LXOLGHGIVQ H KZHD Y (0BUVW SXEOLVKHG |
ZLWK PDQ\ RI WKH VDPH DXWKRUV DV ,3093 ,W SURYLGHV GHWDLO
PHWKRGV IRU D&ONUIZKW)\) QI3 *XLGH LV JWHOQMHUHDOW\ZERE WKH ,3093
IUDPHZRUN H[FHSW WKDW LW GRHV QRW UHTXLUH VLWH PHDVXUP|
(&0V KH /DZUHQFH %HUNHOH\ 1DWLR GOV A ER WBHW R U EZH B R ¥ WPHY
FRQWDLQV WKH*XDBHOLQH DQG D QXPEHU RI RWKHU 0 9 UHVRXUFHI
LQFOXGLQJ RQH RQ WKH HVWLPD@G D@V OXY F& HFRNOQEWWRQ $

x 7TKH 8 6 6WDWH 21 &4DOLIRUQLDYTY 3XEOLF 8WLOLWLHV &RPPLVVLRQ
(YDOXDWERFRABUYRMWHFKQLFDO OHWKRGRORJLFDO DQG 5HSRUWLQJ !
(YDOXDWLRQ 3URIHVVLRQDOV $SULO 7KLV GRFXPHQW SURYLC
HIILFLHQF\ SURJUDPVY LPSOHPHQWHG E\ D XWLOLW\ ,W VKRZV WKH
09 7KH 3URRONRFQ EH IRXQG DW WKH &DOLIRUQLD OHDVXUHPHQW $
&$/0%$& ZHENWWKHZ FDOPDF RUJ

X TKHUHHQKRXVH *DV 3URWRFRO IRU BURRHEWG\WFERXQORQHB G E\ WK
SHVRXUFHV ,OWWKIINXRWHD G X VLQHVY &RXQFLO IRU 6XVWDLQDEOH
, 3093 THFKQLFDO &RPPLWWHH ZDV UHSUHVHQWHG RQ WKH DGYLVR
ZKLFK GHILQHY PHDQV RI UHSRUWLQJ WKH JUHHQKRXVH JDV LPSDF
DQRG FDUERQ VRO SHRWHEBEWAX JRBSIURWRFRO RUJ

$GGLWLRQ WR &KSBSWEGBY[DQG

$ ZLGHO\ UHIHUHQFHG SURJUDP IRU UDWLQJ WRKHRSHADEMRIEE L O L W\ |
JHDGHUVKLS LQ (QHUWRQPBGWR® 'HVLRIQWKK 8 6 *UHHQ %XLOGLQJV &

$GCGLWALR@KDSWHMHP

251/ DQG $6+5%$( *XLGHG@WHIHQH JRRG SUDFWLFH LQ FRPPLVVLRQL
EXLOGLQJ PRGLILFDWLRQV

$SSHQGL[ & 5HILRQ 6SHFELILF ODWHU



$GGLWLRQ WR &KDSWHU ODVW SDUDJUDSK
$6+5%( SURYLGHY PRUH WHFKQLFDO GHWDLOV RQ D VLPLODU

$GCGLWALRG@KDSWHU

6SHFLILF DSSOLFDWL.RQNWLRWDHWHRKIQWE XK RARHDRPPWR®H 8Q LW H
6WDWHV '"HSDUWPHQW RIL@@QEHBWLRRBRE V,KRIQ (03 1RWH KRZH
)(03fV DSSOLFIWLRQY /OQG &+ DUH QRW FRQVLVWHQW ZLWK 3¢
WKH\ UHTXLUH QR PHDVXUHPHQW

$6+5%( SURYIPRHJBHHWDLOHG VSHFLILBDWLIHRWQKRIRU D VLPLO

$GCGLWALRG@KDSWHU

&KDSWHU R1)(03 VXPPDULJHY FRPPRQ GXMQHWIERUQH E
SHUIRUPDQFH FRWQDWWG 6 WDWHYV )HGHUDO (QHUJ\ ODQDJHPHQ
SXEOLVWWIBLOHG *XRBMHWAODOHAYSWLRQ $ JLYLQJ IXUWKHU JXLGDQF
HYWLPDWLRHY IDFHG E\ 8 6 IHGHUDO DJHQFLHV HRWHPDWKHG) (0
YDOXWWLSXODWLRQV ’

$GCGLWALRG@KDSWHU

5HVRXUFHV WKDW SURYLGH GHWDLOHGJRFWKRGEDRY GHIHYLQQF
$6+5%$( 6WDQGDUG EIHHWQRBUPPQFH 5DWLQJ OHWKRG WKH &20:
%XLOGLQJ (QHUJ\ ORGHOLQJ *XLGHOLQHV @GV B URDPMAYXWHEDDE &
O0DQXDO ,Q DGGLWLRQ LW LV EHMRFLWY JF R R PHUFR ®EDEQ § OWDLFPHK O D
SURJUDPV DUH FDSDEOH RI DXWRPDWERPOSOL D& QYHUDWHOCLQB EX(
EDVHG RQGMHY DMQHG EXLOGLQJ PRGHO SHU YDULRXV UDWLQJ PH\

$6+5%( SURYIPRHUWMHBRLFDO GHWDLOV RQ D VLPLODU PHWKRG D
VLPXODWLRQ PRGHOV WR XWLOLW\ ELOOV

$GGLWLRQ WR &KDSWHU
,QIRUPDWLRQ RQ EXLOGLQJ VLPXODWLRQ SURJUDPV LQ FRPPRQ

EH IRXQG LQ &KDSWHU RI $6+5%(
$GGLWLRQ WR &KDSWHU JWHP
$6+5$( &KDSWHU JLYHV PRUH LQIRUPDWLRQ RQ FDOLEUD

$GCGLWALRG@KDSWHU

,QIRUPDWLRQ RQ GLIIHUHQW W\SHV RI EXLOG KD SWAHXUNEWLRQ P
$6+5%( +DQGERRN 7KH 8QLWHG 6WDWHY '"HSDUWPHQW RI (QHUJ\
FXUUHQW OL&RWRBLGXROWRZDUH DQG SH®ISWILWWD DWERQOSWRJIUD P
777 HUHQ GRH JRY EXLOGLQJVY WRROVBGLUHFWRU\

$6+5$(TV VLPEHQHIWDIYD O\VLV SURFHGXUH PD\ DOVR EH XVHG LI Wl
KHDW JDLQV LQWHUQDO ORDGV DQG +9%& V\VWHPV DUH VLPSOl

2WKHU W\SHV SUHUWSFHAH. BO BUHDXVHG WHRQ W IR 9/ 18
FRPSRYHGWHE+5 +9%& WRRONLW %UDQGHPXHKO DQG IR
HTXLSPHQW +9%& WRRONLW %RXUGRX[KH D EVLGH 6LPS(
+9%& PRGHOV DUH DOVR DWDH\O.MHEHMH Q@ Q D UHSRDWLRQV IRU QXP
PRGHOV KDYH EHHQ LGHQWLILHG DV ZHOO $6+5%( 6 (/

$SSHQGL[ & 5HIJLRQ 6SHFLILF ODWHULDOV



$GGLWLRQ WR &KWSWHU

7KH SUREHREWDLQLQJ DQG SUHSDULIQW ®H WHKWDLE [ 6 DLV@ KIS GIXWMDQ WK |
1HZYRO 1RKLFK LV SXEOLVKHG E\ /DZUHQFH %HUNHOH\ 1IDWLRQD:
IRXQKXWWS JXQGRQGHWD IHRZWVOHWWHUV )UHH DFWXDO ZHDWKHU GD'
86 '2( DW

KWWS 7ZZZ HHUH HOHUJ\ JRY EXLOGLOJV HOHUJ\SOXV BFRVXIBDW K H U (

ZHDWKHU GDWD FDQ DOVR EH SXUFKDVHG 2QH VRXUFH LV WKH 8 6 1
KWWS OZI QFGF QRDD JRY RD FOLPDWH FOLPDWHGDWD KWPO

2QH YDOLGIRHWKRNGXVWLQJ DQ DYHUDJH ZHDWKHU ILONRXR ®HVHPEO
LQ WKH :HDWKHUODNHUDXUWLRLWKSURBUDPWERQDO 5HQHZDEOH (QHU.
VRIWZDUH SDFNDJHDYQHOBEBKWHSDWZZ QUHO JRY EXLOGLQJV HQHUJ\

$GGLWLRQ WR

OHWKRGV RI TXDQWLI\LQJ HYDOXDWLQJ DQG UHGXFLQJ VRPH RI WKH
WKLV GRFPXPVY $SSHQGL[ % DQGVHBHWERQ 6HH DOVR 5HGG)\
&ODULGJH WKDW D-SSUWOREDVO WL B QPGHIDAUKER G W DWR. QVOIRWH WS LFD O
GHWHUPLQDWLRQ

$GGWLRQ WR &KDSWHU

7KH 8 6 'HSDUWPHQW  RIQQHQI(QYHUJ\ 6WDQGDUGY DQG *XLGHOLQHYV
3URJUDP %6*3 DYDLODEOH DW

Z727Z HUHQ GRH JRY EXLOGLQJV FRGEHVBY WDHMG DQIRW EXWQRERNQJV
DERXW 8 6 UHVLGHQWLDO FRPPHUFLDO DQG )HGHUDO EXLOGLQJ FR

& JUDQFXILOOHW

'DQV WO GH OJLGHQWLILFDWLRQ GH OYRSWLRQ FKRLVLH GRLW V
SXEOLFDWLRQ RX GX QXPpUR GH YHUVLRQ DLQVL TXH GH OD UplpU
OfpGLWLRQ QDWLRQ DQOHP BR HYMHAES RRYTORGHN H( 9 2 )

&KBLWUH
$ %YHQFKPDUNV FHUWLILEDWY HW WHVWYV UpJLRQDX]

+4( ZZZ DVVRKTH RUJ

&EKDSLWRBWLRQ '
$ . QIRUPDWLRQ UHODWLYH DX[ GLIIpUHQWY W\SHV GH PRGQqOHV G

/ILVWH GHV ORJLFLHOV FRQVHLOO DESDVUVBRINIMS HQ FRXUV GfpW

$ ORGgOHYVY GH FRPSRVDQWY DSSOLFDEOHYV

/ILVWH GHV ORJLFLHOV FRQVHLOOpPV SDU OTBWWMS HQ FRXUV GTpWDEO

$ ORGgOHV HW VRXUFHVY GH GRQOQpPpHY PpWpRURORJLTXHYV DSSOLF

OHWpPBDQFKWWWSY HVSDFHSUR PHWHRIUDQFH FRP HVSDFHBVHUYLFH

W VKRXOG EH QRWHG WKDW GLIIHUHQW IUR®RMHBSI UMK LLGHWMDQHRQ ,3093 GRHYV
RI XQFHWMBRUWALQJ LQ VDYLQJV UHSRUWYV

$SSHQGL[ & 5HILRQ 6SHFELILF ODWHU



&267,& KWWS 72ZZ FRVWLF FRP GMX SUHVHQWDWLRQ KWPO

$ OpWKRGHY GH FDOLEUDWLRQ DSSOLFDEOHYV

&RPSOpPPHQWYV PpWK RGR O RIALTDGH V 53

$ I1LYHDX[ GH SUpPFLVLR®PQGRPDX[ UHFR

$6+5%(

& (VSDxD

(Q HO GHVDUUROOR GHO ,3093 HQ (VSDxD DXQTXH QR H[LVWH X
OHGLGD \ YHULILFDFLYQ GH SUR\HFWRV HILFLHQWHY H[LVWHQ SI
OHJLVODFLYQ \ QRRI@DMHH ARGRFH U

3RU HOOR VH DQH[D LQIRUPDFLYQ HVSHFtILFD GH (VSDxD

$QH[RV DO &DStWXOR

3buD OD REWHQFLYQ GH OD HVFDOD GH FDOLILFDFLYQ HQHUJpW
UHDOL]DGR XQ HVWXGLR HVSHFtILFR HQ HOWI®H]NERGSBADID @ B WHH
OtPLWHYVY GH GLFKD HVFDOD HQ IXQFLYQ GHO WLSR GH HGLILFLR
ORFDOLGDG (VWH SURFHGLPLHQWR KD WRPDGR HQ FRQVLGHUDEF
VRSHVDQ HQ RWURYV SDtVOIN SURGXSDWMWILHXEDIUIXUD HQ HO GRFX
SuU(1 S(QHUJ\ SHUIRUPDQFH RI EXLOGLQJY OHWKRGV IRU H[S
IRU HQHUJ\ FHUWLILFDWLRQ RI EXLOGLQJV’

/ID GHWHUPLQDFLYQ GHO QLYHO GH HILFLHQFLDFH@®HIXHBHFD FR
UHDOL]DUVH HPSOHDQGR GRV RSFLRQHV

x /D RSFLYyQ JHQHUDO GH FDUIFWHU SUHVWDFLRQDO D WUDY
RSFLyQ VLPSOLILFDGD GH FDUIFWHU SUHVFULSWLYR TXH G
GH OD FDOLILFDFLYQHGHpMMLFDHGEGH XMB PDQHUD LQGLUHFWD

x /D RSFLYyQ JHQHUDO VH EDVD HQ OD XWLOL]JDFLYyQ GH SURJU
UHTXLVLWRYV H[LJLGRY HQ OD PHWRGRORJtD GH FIiOFXOR GD
GHVDUUROODGR XQ SURJUDPD LQIRU®DVEIRFRDEH QH UH WBHRFALR
HO OLQLVWHULR GH ,QGXVWULD 7XULVPR \ &RPHUFLR D WUI
GH $UTXLWHFWXUD \ 3BROtWLFD GH 9LYLHQGD GHO OLQLVWH!I

(VWH SURJUDPD FXHQWD FRQ GRV YHUVLRQHV

x &DOHQHUB9<3 SDUDLNGHQRGDRW GHO 3HTXHXR \ OHGLDQR 7H
DXWyQRPRYV

x &DOHQHUB*7 SDUD JUDQGHYV HGLILFLRY GHO VHFWRU WHUF

/D XWLOL]DFLYQ GH SURJUDPDV LQIRUPIWLFRY GLVWLQWRY D OR
DSUREDFLYQ GH ORV PLVPRFLSRYQSPMHVIR GH SIDUKROD &HUWLILFELC
(GLILFLRV (VWD DSUREDFLYQ VH KDUi GH DFXHUGR FRQ ORV FUL
'RFEXPHQWR GH &RQGLFLRQHV GH $FHSWDFLYyQ GH BURFHGLPLHQ!'

(O 3URJUDPD LQIRURPDWYVFRQEDOHUUDPLHQWD SURPRYLGD SRU H(
7XULVPR \ &RPHUFLR D WGURYpNGEHIOQLEWHULR GH 9LYLHQGD TX
HO QLYHO GH HILFLHQFLD HQHUJpWLFD FRUUHVSRQGLHQWH D X
KHDRLHQWDV LQS®PUPDXYQEDMVLOL]DFLYQ PDV IiIFLO SRU HO XVXDI

$SSHQGL[ & 5HIJLRQ 6SHFLILF ODWHULDOV



6H SXHGH HQFRQWUDU HQ OD ZHE GHO OLQLVWHULR GH ,QGXVWULD
KWWS 777z PLW\F HV HOHUJLD GHVDUUROOR (ILFLHQFLD(QHUJHWLFD
DOHQHU 3DJLOQDYV 'REXPHOQWRV5HFRQRFLGRY DVS]

(O SURJUDPD /,'(5 HV XQD DSOLFDFLYQ TXH SRIGRHLWB NHUHIQFDL HO |
/ILPLWDFLYQ GH OD GHPDQGD HQH Ut(p VBLHFD® QU HY)RODHYEDL HRQ THG QWFR G
(GLILFDFLYQ

'LFKR SURJUDPD HVWi LQFOXL GR <@HTXWHURHHIDQ&X/HQWUD HQ OD UHIHU
DQWHULRU DXQTXH VH SXHGH REBMHQM OD QEESHQGLHQWHPHQ
KWWS ZZZ FRGLJRWHFQLFR RUJ LQGH[ SKS"LG

$QH[RV&DStWXOR ,WHP

IRV GDWRV PHWHRUROYJLFRY HQ WLHPSR UHDO HVWIiIQ GLVSRQLEOHYV
OHWHRU®O GHSHQGLHQWH GHO OLQLVWHULR GH OHGLR $PELHQWH OF
KWWS 7277 DHPHW HVY HV HOWLHPSR REVHUYDFLRQ XOWLPRVGDWRV"

3DUD OD REWHQFIHWHRH BROWRNFVRY KLVWYULFRYV LIXDOPHQWH HQ OD
OHWHRURORJtD GHSHQGLHQWH GHO OLQLVWHULR GH OHGLR $PELHQV
KWWS 777 DHPHWMHGMHWRVFOAPDWRORILFRY UHVXPHQHYV

$QH[RV DO &DStWXOR

/ID QRUPDWLYD \ OHJLVODFLYQ HVSDXxROD UHIHUHQWH DO &yGLJR 7pF
&7( VH HQFXHQWUD HQ OD ZHE GHO OLQLVWHULR GH 9LYLHQGD HQ
KWWS ZZZ PYLY HV HV LQGH[ SKS"RSWLRQ FRPBFRQWHQW WDVN YLt
G

5HVSHFWR DO 5HJODPHQWR GH ,QVWDODFLRQHYV 7pUPLFDV GH ORYV ((
GLVSRQLEOHYV HQ OD ZHE GHO ON@RVW&RAHRUGHR, QBXVWULD 7XUL
KwwSs zzZzzZ PLW\F HV HQHUJLD GHVDUUROOR (ILFLHQFLD(QHUJHWLFD
FLRQHV7HUPLFDV DVS]|

& &DWDOXXG@WHPEUH

3HO GHVHQYROXSDPHQW GH 0Of,3093 D &DWDOXQ\D HV SRGUj XWLOLMW
OD TKHID UHIHUgQFLD BIR¥YSPQUIWDW &

$ PpV GH OD QRUPDWLYD HXURSHD SHU IHU SRVVLEOH OD WUDQVLFL
VRVWHQLEOH VIKDXUDQ GH WHQLU SUHVHQWY OHV QRUPDWLYHV L G
OHV TXH IDQ UWD MRWBODWDW GH OHV HPSUHVHYVY FRP OHV TXH IDQ U
S~EOLFV

x 'LUHFWLYD &( GHO 3DUODPHQOW (XURSHX L GHO &RQVHOO ¢«
OJHILFLgOFLD GH O~V ILODO GH OfYHOHUJLD L HOV VHUYHLV HQ
&(( GHO &RQVHOO
x 'HFUHW GH GH IHEUHU SHO TXDO HV URWKD®VOIDGRSFL)
G HFRHILFLgQQFLD HHAONWH G (ERIEMLFLgQFLD
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x 'LUHFEWLYD &( GHO 3DUODPHQW (XURSHX L GHO &RQVH!
UHODWLYD D OYHILFLgQFLD HQHUJgQWLFD GHOV HGLILFLV

$QQH[ DO FDStWRO

3HU D Of{REWHQFLY GH GDGHVY PHWHRUROZzZJLTXHV KLVWzULTXHV
GH OD MHMOKWJI7THUULWRULDO D &DWDOXQ\D GH O1$JgqQFLD (VWDWD
KWWS Z7Z7Z7Z DHPH®/ HV HV UHFRPDQD FRQVXOWDU HO VHU

PHWHRUROzIMHWWBWDIZAY WHRDHNRFD

& S5RPDQLRO\

$GGLWLRQ WR &KDSWHU 33,3093V 5SHODWLRQVKLS 7R 2WKHU (

$QRWKHU XVHIXO GRFXPHQW IR W KWK B RPHIRGRIR @D 08008 WY\ % DOD
(ODERUDWLRQ MXWGRXD®H GHVFULEHV WKBEQZIPQ MRISEDODQFH H
DXGLW DQG KRZ WR DFFRPSOLVK WKH PHDVXUHPHQW

$GGLWLRQ WR &RRBWIHBUDWLRQ’

"HYLFHVY DUH FDOLEUDWHG DFFRUG L QUKMWRYV WRKMHD OH ,FORINDUL RIBA/ B XR
WKWV PDLQ PLVVLRQ WKHHRWRYLVLEHRD)/ RY YRU XQLIRUPLW\ DQG
PHDVXUHPHQW LEHRPDRU® FDOLEUDWLRQ DFWLRQ PXVW FRPSO!'

$GGLWLRQ WR &KODIMWMHAUHBHMNMWHQFHYV

OHDVXUHPHQWY DUH PDGH DFFRUGLQJ WR WKHOHOHP QG /K HYUR DO
(QHUJ\ OHDVXUHPHQWY 5XOHVY HODERUDWHG E\ $15( 5RPDQLDQ
DQG XVLQJ WKH &RGH IRU (OHFWULF (QHUJ\ OHDVXUHPHQW HODE

JRU WKH HOHFWULF HQHUJ\ PHDVXUHPHQW WKH UXOHV DUH DFF

&(, &XUUHQW WUDQVIRUPHUYV

&(, 9ROWDJH WUDQVIRUPHUV

&(,  QGXFWLYH YROWDJH WUDQVIRUPHUYV

&(, $OWHUQDWLQJ FXRXHUQRMHWWDWLRZDWWLYH HQHUJ\ FOL

6

&(, $OWHUQDWLQJ FXWRXHQRHRN D WM EYZD W@HUJ\ FODVVHYV

&(, $OWHUQDWLQZ BWRXHQRHWWDWILRU UHDFWLYH HQHUJ\ F

&(, &ODVYV DQG DOWHUKFROWLPHWNUVHQW ZDWW

&(, 7HOHFRIQWURPHQW DQG V\VMSHIRND VBDQIWFRQGLWLRQV

3RZHU VXSSO\ DQG HOHFWURPDJQHWLF FRPSDWLELOL\

&(, 7HOHFRIQWURPHQW DQG V\VWHPV 3DUW  3HUIRUPDQF

&(, 7HOHFRIQWURPHQW DQG V\VWHPV 3DUW  7UDQVPLVVL

&(, 'DWHW[FKDQJH IRU PHWHU UHDGLQJ WDULII DQG ORDG FR(
H[FKDQJH

&(, 'LVWULBEXWRRQWLRQ XVLQJ GLVWULEXWLRQ OLQH FDUU
FRPPXQLFDWLRQ SURWRFROV

&(, (OHFWULFLWGPWW H[ERBRQJIJPHWHU UHDGLQJ WPULII DC
13DUW 2EMHFW LGHQWLI

&(, (OHFWULFLWGPWWHUE®RDQJH IRU PHWHU UHDGLQJ WD
+3DUW ,QWHUIDFH FODVVHV

&(, (OHFWULFLWGB/MWMHBKQDJH IRU PHWHU UHDGLRJ WDU
+3DUW 'DWD /LQN OD\HU XVLQJ +'/& SURWRFR(
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&(, (OHFWULFLWGPWWHJ[ERDQJH IRU PHWHU UHDGLQJ WDULII
+3DUW &26(0 $SSOLFDWLRQ /D\HU

&(, (OHFWAURAWHGRWD H[FKDQJH IRU PHWHU UHDGLQJ WDULII
+3DUW 'LUHFW ORFDO GDWD H[FKDQJH

&(, (OHFWULFLWGPWWHJ[ERDQJH IRU PHWHU UHDGLQJ WDULII
+3DUW 3K\WLFDO OD\HU VHUYUWFHRWQ Q B BWSLIRRF RG KM & W HIS
DV\QFKURQRKFVKB QWD H

YRU WKH WKHUPDO HQHUJ\ PHDVXUHPHQW WKH UXOHV DUH DFFRUGL

65 (1 + 7TKHUPDO HQHUJ\ PHWHUV 3DUW *HQHUDO 9L HZ

67$6 7DNLQJ VDPSOHV PHD\

(1 + +H D W HRUV

62 (& QIRUPDWLR®7/WEBFAKRRPRQLFDWLRQV DQG LQ|RUPDWLRQ |
EHWZHHQ V\6WBBMRS WUDQVPLVVLRQ VLIQDO TXDOLW\ DW '7
LQWHUIDF

62 (& 'QIRUPDWLRQ V2BHARQQRUWHPV ,QWHU®BDRQOHFWLRQ
5HIHUHQFH ORGHO 7KH %DVLF ORGHO

3 SHIXODWLRQ IRU WKH SWURYURDRRHQBGJIXVH RI

3 IRPHQFODWXUH RI LQVSHFWLRQV WHVWLQJ DQG SURRI RI LQ\
VWDSWI SRZHU SODQWYV

3( IRURRU SURYLGLQJ WHFKQRORJLFDO IDFLOLWLHV| ZLWK PHDV}
DXWRPDWLRQ +HD

6& JUDPHZRUN VROXWLRQV IRU PHWHULQJ LQVWDOODWLRQ WR S
LQ H[LVWLQJ EXLOGLQJV

6 & JUDPHZRUN VROXWLRQVZDRMHBHRQVXPSWLRQ QDWXUDO JDV T
HQHUJ\ DVVRFLDWHG ZLWK LQVWDOODWLRQV IURP DSDUWPH

2,0/ 5 ,QWHUQDWLRQDO 5HFRPPHQGDWLRQ

170 OHWURORJLFDO YHULILFDWLRQ RI WKHUPDO HQHUJ\ PHWH!

$GGLWLRQ WR &KDWWHRU (PEVVLRQ 7UDGLQJ’

&2 HPLVVLRQV DUH PHDVXUHG PRQLW R WKGDIVQR® Q\DUD &6l G RIFIDRRLLREL G (
5HIJDUGLQJ *UHHQKRXVH *DV (PLVVLRQ &HDWKH AR QZHEAMMWMIBW FDQ Et
KWWS ZZZ DQSP UR )LOHV 7(;7 $QH[M1$¥BB1$3BUR SGI

&HUWLILFDWH WUDGLQJ LV PDGH DFFRUGLQJ WR (8 OHJLVODWLRQ

& % X0OJDX@D

(8 'LUHFWDWYIBWLFDEOH LQ %XOJDULD DV UHIHUHQFHV IRU PHDVXUHPI
HTXLSPHQW VWDQGDUGYV

(& OHDVXULQJ LQVWUXPHQWYV
"LUHFWLYH (& Rl WKH (XURSHDQ 3DUOLDP
WKH &RXQFLO RI 'HFHPEHU RQ WKH KDUPF
(& WKH ODZV Rl OHPEHU 6WDWHY UHODWLQJ WR H
GHVLIJQK®HRALWKLQ FHUWDLQ YROWDJH OLPLW
YHUVLRQ
(& (QHUJ\ HIILFLHQF\ UHTXLUHPHQWYV IRU EDOODYV
OLJKWLQJ
(& (QHUJ\ HITLFLHQF\ UHTXLUHPHQWYV IRU KRXVHK

$SSHQGL[ & 5HILRQ 6SHFELILF ODWHU



UHIULJHUDWRUV IUHH]JHUV DQG FRPELQDW
(& (IILFLHQF\ UHTXLUHP HZDWMM URERQBH KR W U |
OLTXLG RU JDVHRXV IXHOV
%'6 (1
%'6 (1 $
%'6 (1 $&
%'6 (1
%'6 (1 $ *DV IORZ PHWHUV
%'6 (1
%'6 (1 $
%'6 (1
%'6 (1 $
%'6 (1 $ "DWHU PHWHUV
% '6 (1 BOWUDVRQLF GRPHVWLF JDV PHWHUYV
%'6 (1 +HDW PHWHUV
% '6 (1 $& (OHFWUUBDPHDYKUHPHQW
(& $SSOLDQFHV EXUQLC
(& 6LBOH SUHVVXUH YHVVHOV
(& 3UHVVXUH HTXLSPHQW
(& (QHUJ\ ODEHORRVHKROG DSSOLDQFHV
%'6 (1 $
%'6 (1 JLJKWLQJ PHDVXUHPHQW
%'6 (1 $

& &|HFK 5SHSXBHSWHPEHU

5HIHUHQFHG VWDQGDUGY SURFHGXUHV DQG JXLGHQ@L&HW KKRXC
VWDQGDUGY ZKHUHYHU QNEHM@DRIN SOHIPWIORDWOHT+RZHYHU RWKH
, 3093 DUH QHYHUWKHOHVY LQIRUPDWLYH 7KH PRVW LPSRUWDQYV

IROORZYV

,Q WKH

y61
y61
y61
y61
y61
y61
y61
y61
y61
y61
y61
y61
y61
y61
y61
y61

,Q WKH

ILHOG RI PHDVXULQJ DQG FRQWURO WRROV DQG LQVWUX

,Q JHQHUDO

9HULILFDWRRRURQPH QVWUXPHQWY DQG PHDVXULQJ G
9HULILFDWLRQ RI FHUWDLQ PHDVXULQJ LQVWUXPHQW
OHDVXULQJ LQVWUXPHQW DFFHVVRULHV DQG UHFRUG
3UHVVXUH JDXJHV LQ JHQHUDO DQG DFFHVVRULHYV
3UHVVXUH JDXJHV

$QDO\]ILQJ HTXLSPHQWYV

9ROXPH PHDVXULQJ

9ROXPHWULF ZHLJKW DQG GHQVLW\ PHDVXULQJ
JLTXLG DQG JDV IORZV LQ KROORZ VHFWLRQV PHDVXL
,QVWUXPHQWYV IRU OLTXLG DQG JDV IORZV DQG TXDQ'
7KHUPRPHWHUV LQ JHQHUDO FRPSRQHQWYV

*ODVV OLTXLG WKHUPRPHWHUYV

3UHVVWUWH WKHUPRPHWHUV ZLWK FRQWDFWV DQG IR
7KHUPRFRXSOH DQG UHVLVWDQFH WKHUPRPHWHUYV
&DORULPHWHU DQG LQGLFADVBRVW URBXWHIRQLQJ FR

ILHOG RI PHWURORJ\
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y61 THVWLQJ RI DPPHWHUYVY YROWPHWHUV ZDWWPHWHUV

y61 *ObVV WKHUPRPHWHUYV

y61 "HLIKLQJ LQVWUXPHQWYV

y61 OHDQ DEVROXWH SUHVVXUH PHDVXULQJ LQVWUXPHQWYV
y61 *DV IOREZWHUY DQG JPMVHRIOXPH

y61 SKRWRPHWULF PHDVXULQJ LQVWUXPHQWYV

y61 *HQHUDO SURYLVLRQV QRPHQFODWXUH V\PEROV DQG XQ

SK\VLFRWPLFDO SURSHUWLHV RI PDWHULDOV

5HODWHG WR HQHUJ\

y61 /JHIJDO XQLWV RI PHDVXUHPHQW

y61 &DOF X O DKMIIRM) RRVVHYV LQ EXLOGLQJV ZLWK FHQWUDO V

y61 +RW ZDWHU ERLOHUYV

y61 +RW ZDWHUSDOIG\VORIH VWHDP ERLOHUV

y61 (YDOXDWLRQ RI ERLOHU ORVVHV

y61 +HDW H[FKDQJHDW HDWHMH B P

y61 &RPSUHVVRUYV

y61 3XPSV

y61 +9%$& V\VWHPYV

y61 (OHFWULFDO UHJXODWLRQV

y61 +HDW VXSSDQFLSOHV

y61 *DV IXHOV

y61 2LO SURGXFWV IXHO RLOV

y61 7KHUPDO SURWHFWILSOUWNEXLOGLQJV

y61 7KHUPD®HYWR HV Rl EXLOGLQJ VWARIFARXODWDRRG EXLOC
PHWKRGV

y61 7KHUPDO SURSHUWLHV RI EXLOGLQDEWWWEWXOHY DQG
EXLOGLQJV

y61 (1 +HDW FRVW DOORFDWRUV IRU WKH GHWHUPLQDWLRQ R

KHDWLQJ UDGSDWBRQNFHY ZLWKRXW DQ HOHFWULFDO H

EDVHG RQ WKH OLTXLG HYDSRUDWLRQ SULQFLSOH
y61 (1 +HDW FRVW DOORFDWRUV IRU WKH GHWHUPLQDWLRQ RI

KHDWLQJ UDGLDWRUV $SSOLDQFHV ZLWK HOHFWULFD

$GGLWLRQ WR &RDWWHRU (PLVVLRQ 7UDGLQJ’

9HULILFDWLRQ RI &2 XQGHU WKH (8 (PLVVLRQ 7UDGLQJ 6FKHPH PXVYV
SURFHGXUHV VHW E\ WKH (8 DQG QDWLRQDO DXWKRULWLHV $FW 1R

& &S&URDMWMALIDPWHPEHU

$GGLWLRQSWR WKDOLEUDWLRQ”

5HSODFH WKH ILUVVWMOWIWWRWWHYRKRXQ®BKH FDOLEUDWHG DV UHFRPPHQC
HTXLSPHQW PDQXJOBP WRKWBHBWRUQ DFISHIRDMA- EQ DIHQF\ IRU PHWHULQJ
+UYDWVNL |[DYRG ]D PMHDY.WMHOGMNMYWRL IR BWH W K

$GGLWLRIKODWRHHILQLWLRQV
YWOVHOLQH BQHWKH HQG MIGEHBVGIONL DRQHQHUJ\ FRQVXPSWLRQ DFFRU

&URDWLDQ /DZ RQ HIILRVMOWQ RYBD IS RMPBREQMD HQHUJLMH SUHPD =C
XPLQNRYLWRP NRULAWHQM X SRWHURAGMLX QHSRVUHGQRM
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(QHUIDW WKH HQG PIGE&HHAE GIHVLROWLRQ LQ &URDWLDQ /RYHRQ HII
%Y LGL GHILQLFLMX X =DNRQX R XpLQNRYLWRP NRULaAWHQMX HQH!

& SRODGHESWHPEHU

SHTXLUHPHQWY IRU PRGBVXHBHWVXDONVON LQVWUXPHQWYV
D 2UGLQDQFH RI OLQLVWHU RI (FRQRP\ RQ IXQGDPHQWDO UHTXL

'] 8 QU SR] /IDZ *D]HWWH RI 1R LWHP DQG DPI
QU SR] /IDZ *DJHWWH RI 1R LWHP
E /DZ DPHQGLQJ ODZ RI PHDVXUHV '] 8 QU  SR] /IDZ *D]
LWHP
F 2UGLQDQFH RI &DELQHW DPHQGLQJ RUGLQDQFH RQ OHJDO XQl
/IDZ *DJHWWH RI 1R LWHP

G 2UGLQDQFHV RI WKHRQRRVRAWPRWHU UHTXLUHPHQWY FDOFXC(
GXULQJ OHJDO PHWURORJ\ LQVSHFWLRQ IRU

x JDV PHWHUV '] 8 QU SR] /IDZ *DJHWWH RI 1R

X WUXH HQHUJ\ $& HOHFWULFLW\ PHWHUV '] 8 ae SR]
LWHP

Xx OLTXLG IORZ PHWHUV RWKHU WKDQ ZDWHU '] 8 QU SR
LWHP

$SSHQGL[ & 5HIJLRQ 6SHFLILF ODWHULDOV



7TKRXJK WKH DSSOLFDWLRQ RI ,3093 LV XQLTXH WR HDFK SURMHFW F
VLPLODUWHY KIRRBHIODMPYG LPSOHPHQWDWLRQ 7KLV DSSHQGL[ RXWOL
ZD\V WKLV GRFXPHQW PD\ EH XVHG E\ WKH IROORZLQJ XVHU JURXSV

x (QHUJ\ SHUIRUPDQFH FRQWUDFWRUVY DQG WKHLU EXLOGLQJ FXVWR

X (QHUJ\ SHUIRUPDQFH FRQWUDFWRENVIYQRXWKREPHUWGXVWULDO SU

X (QHUJ\ XVHUV GRLQJ WKHLU RZQ UHWURIRDWM)DYG ZDQWLQJ WR DFI

x )DFLOLW\ PDQDJHUV SURSHUO\ DFFRXQWLQJ IRU HQHUJ\ EXGJHW Y

X 1HZ EXLOGLQJ GHVLJQHUV

X 1HZ EXLOGLQJ GHVLJQHUV VHHNLQJ UHFRJQGEMMIRI®PVRU WKH VXVWD

X ([LVWLQJ EXLOGLQJ PDQDJHUV VHHNLQJ UHFRJQLWLRQ IRU WKH HC
RSHUDWLRQV

Xx 8WLOLW\ GHPDQG VLGH PDQDJHPHQW SURJUDP GHVLJQHUV DQG PD

X :DWHU HIILFLHQF\ SURMHFW GHYHORSHUYV

x (PLVVLRQ UH@WYMWILRJ SURJUDP GHVLJQHUV

x (QHUJ\ XVHUTVY VHHNLQJ ,62 FHUWLILFDWLRQ

7KLV $SSHQGL[ XVHV WHUPV H[SODLQHG LQ 9ROXPH , &KDSWHUV DV (
&KDSWHU IRU LWDOLFL]HG ZRUGV

' (QHBBUIRUPDQFH &RQWUDFWRUXNYRFKHYU % XL

7KH SULPDU\ SXOSRVWIKRH FRQWHRPQ RIBEHXULRGRPRQFH EFRQWUDFW

SUHVHQWLQJ WKH DFWXDO PRQHWDU\ K RUFRITHEHFHRRHY BBWWRLW
WKHOHWBHUIRUPDQFH WRIQWUYUDPWEVGHILQHAVH QY WKN PIBYKRPSXWDWLRQV
GHWHUPLQH SD\PHQWY RU GHPRQVWUDWH FRPSOLDQFH ZLWK D JXDU

0 9 FRVWYV PD\ RWERGRQVLGHULQJ WKH UHVSRQVLELOLWLHVY RI DOO
KHUH VRPH SDUDPHWHUY FDQ BHDHV WX P DMMH® WLMRK DIOF-X SDUWLHV
&KDSWHU PD\ EH PRVW HFRQRPLFDO )RU H[DPSOH D FRQWUDF!
HIILFLHQF\ RI D FKLOOHU SODQW PD\ VLPSO\ EH UHTXLUHG WR GHPR(
FKLWOHFLHOQMKRXW FRQVLGHUDWLRQ RI WKH RQJRLQJ HQHUJ\ XVH
ORDGV WKDW DUH QRW WKH FRQWUDFWRUTY UHVSRQVLELOLW\ +RZH
FKLOOHU SODQW HQHUJ\ XVH FRPSDULVHRH®RRUEFDERMHHGDEHs DIWHU FK
UHTXLUHG ,Q WKLV ODWMIWHDVH 2SNMRRQGWEH XVHG LI FKLOOHU SO
DUH XVHG RU &ISMAaWRIQPU& IDFE&XPMI¥ LW\ PHWHUYV DUH XVHG WR PHD
EXLOQG HQHUJ\ SHUIRUPDQFH

'KHUH WEBHWBHUIRUPDQF H FERQMYDE@ WRWDO IDFLOLW\ SHUIRUPDQFH
GLIILFXOW WR HYDOXDW K&K 2 $HWIIHERWKE 8 LE M HWHHUD & DUH VKRXOG EH
WR HQVXUH WKIDDAKOIBSWHU  OLVWYD \EDWH@EWR/WYLIQV UHVSRQVLELO
IRU WKHLU PRQLWRUU®B RKW RQ I R IRBKIIRU QHZ FRQVWUXFWLRQ 2.
ZRXOG EG XKD SWHU RU ,3093 9ROXPH ,,, 3DUW , :KHUH FHQWUDZ
PXOWLSOH EXLOGLQJ FDPSXV DQG QR LQGLYLGXDO EXLOGLQJ PHWHL
FDQ EH XVHG VR WKDW WKH UHWURILW GRHVX®RWHKDYH WR EH k
EDVHGDWD IRU D \HDU EHIRUH SODQQLQJ WKH UHWURILW

OHDVXUHPHQWY PD\ EH PDGH WKURRIHEBINWI RUKRD Q HHRAERE WUKDBIF W
FRQWUDFW GHILQHG WHVW SHULRG VKRHUSFROMDUNSHEHEMWIORILW 7KH
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RU WKH EUEREQG DMKHR | P HD&KLDFHWHQ W WKH PRUH DWWHQWLR
WKH SRVVEBNVNHEGKO®IH DIWHU UHWURILW 7KLV SRVVLELOLW\ UH
RVWDWLVFLIQ MINBHIBOD@G GLOLIJHQW PRQLWRULQJ RI FRQGLWLRQ\

7KH FRPSOH[LOWA RWIVWKIRPTY PHWHU GHVLJQ &KDSWHUYV DQG
VKRXOG DOVR BFRRYMOHUWKH H[SHFWHGVPYILQSWRKBHFR WKRQRP LI
GHVLUHG DFFXUDF\ RI UHSRUWDQ®&G SKXBHEBQGILY Wo

7KH SULFHV XVHG IRU PRQHWL]LQJ WKH HQHUJ\ ZDWHU GHPDQG
HVWDEOLVKHG LQ WKH FRQWUDFW &KDSWHU

KHUH DQ HQHUJ\ XG\RHY IGRWWDWH WKH FD SD & LI3OURQY WR QHY LHZ
UHSRUW LW PD\ KLUH D YHUHLQUHHSH V¥V HRSIPWDRDWFH RRREBWRHAIN R U

$SSHQGL[ $ FRQWDLQV H[DPSOHV ,3093 DSSOLFD¥W LR Q¥KWRHE XL O
$ $ DQG YHODWH WR WHFKQRORJLHV IRXQG LQ PRVW EXLOGLQ

' ( QHBHUIRUPDQFH &RQWBWKHILIFINRWXVWULDO &XV'

7KH SULPDU\ SXUSRVHLRGHYWIBHNORUPDQFM ERQXWRB WO\ WR
GHPRQVWUDWW HWKH S\WHKUR R WRIBIQ\WHR RUWD SURMHFW )ROORZLQJ VXF
SODQW PDQDJHPHQW WDNHV RYHU UHVSRQVLELOLW)\ IRU RSHUD\
UHODWLRQVKLS ZLWK9 DD BERRRPRAFKY SD BWHREMKIRUPDQFH FRQWU
WHUPV DQG GAHHDYNVHWPKIKQWY DQG FRPSXWDWLRQV WR GHWHUPIL
FRPSOLDQFH ZLWK DQ\ JXDUDQWHHG OHYHO RI SHUIRUPDQFH

,QGXVWULDO SURFHVVHY RIWHQ LQYROYH FRPSOH[ UHODWLRQV
RI HQHRMHUQLQJ YDULDE@GHAMIWKDQ G EXWLRQ WR ZHDWKHU SI
SURGXFW W\SH UDZ PDWHULDO YDULDWLRQV SURGXFWLRQ UDW
8VH FDXWLRQ VHQERWHQG MQMW R EVLR¥BOE $SSHQEHEHIDO\VLV

EHFRPHY YHU\ GLIILFXOW LI DWWHPSWLQJ WRHIBMWKWWUW VDYLQJ'
HYVSHFLDOO\ LI WKHUH LV PRUH WKDQ RQH SURGXFW W\SH EHLQ.

(&0 ,VRODWLRQ 2SWLRQV &KDSWHU KHOS WR RPGEREWRLRMMOQWKH |
YDULDEOHVY WKDW DUH XVXDOO\ XQUHODWHG WR WHUPV RI WKH
QDUURZRHWYKUHPHQW VER XMXG/DWWKRVH MQMWMEPVIRKRUVBFH FDQ E
HDVLO\ FRPSDUHG WR GHRGXKAVLRYWDOOD®W LR Q PRI L DARMD®WR. R Q
SURYLGH KHOSIXO IHHGEDFN IRU SURFHVV FRQWURO

0 9 FRVWV PD\ EH FRQWUROOHG E\ FRQVLGHULQJ WHQHUBVSRQVL
SHUIRUPDQFH ARHQWUDERH SDUDPHW HUWHED DL BHK HVEFWXBDF\ VXIIL
SDUWLHV 28K\DLSR\OH S PD\ EH PRVW HFRQRPLFDO )RU H[DPSC
DJUHHV WR LQF UHHIDIVAH PHUFGHPHR QVWUDWH WKH FKDQJH LQ IXUQD
SHDN ORDG DDWHRQ @VWDORH JDV KHDW UHFRYHU\ GHYLFH +H L
HQHUJ\ XVH Rl WKH IXUQDFH ZKLFK LV JRYHUQHG E\ SURGXFWLF
+RZHYHU LI WKH FRQWUDFWRU DJU HHM UQV WHHNG RV RVMMAIEX A K U &
HOHUJ\LDXWFRPSDUHG WR WKH SUHGLFWHG HQHUJ\ UHTXLUHPHQW
SHULRG ,Q WKLV ODWRKIBDSWBYH 2SWILRM ®BQV WKH DJUHHPHQW L
WKH IXUQDFHYV IXHO FRQ¥EXPSWHRQ 2IWYRQ@ WKH DJUHHPHQ!
XWLOLW\ PHWHUV R UPG WSDJWWPHIDWXDE WXREW DO HQHUJ\ SHUIRUPE
GHSDUWPHQW ZLWKLQ WKH SODQW

7DNH FDUH ZKHQ MANR@MDIWERQ WHFKQLTXHV WRVFRIQNE®HG B O @/ KH
(&80 &KDSWHU LQWEBXOGEWLYH HIIHFW

(QHUSHUIRUPDQF W ARQMIEDFMW ULDO SODQWYV RIWHQ UHTXLUH PF
UHSRUWLQ@J\8HU LIRHEW UBRHISWR UAR IQJ J&8 B S WRHGN EREQRDGHW R
PHDVXUHRKQWWH U UHTXLUH PR UHEDW WG KOA.RD DV HR VU WMEW
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*RRG DGYDQFH UMWRPWAIFQID RVKRI3ODHKDSWHU DQG GLOLJHQW PRQL
FRQGLWLRQV DIWHU UHWURILW RXDHBGKDYIH ZLOO KHOS LGHQWLI\

30DQW PDQDJHUV ZRXOG Q RUHRFPOKO HPBOFRR QRVRIULQJ WR FRQWLQXR
HQHUJ\ ZDYMUBHRUPDQFH FRPODURFXWMRUYVWHDGHR® PRRUWRULQJ WR
GHPRQVWUDWH WKHLU SHUIRUPDQFH &KDSWHU

JRU UHWURILWY WKDW PD\ EH HDVLO\ WXUQHG RIl WHPSRUDULO\ VXI
VHTXHQWLWBRUWPKWBHBWWY ZKLFK XWHVWRKQAQ X2H &KWDSWHU FDQ
GHPRQVWUDWH SHUIRUPDQFH

7KH FRPSOH[LOW WIVWKIRPTY PHWHU GHVLJQ &KDSWHUYV DQG D
VKRXOG DOVR BFRYMOHWKH H[SHFWHGVPYILQSWRKEHFR WKRQRPLFV D(
GHVLUHGFDRAXWHSSRUWLQJ &KDQMWHIBSHQGL[ %

7KH SULFHV XVHG IRDYLRERXQLGVEKHHWKRVH HHWQBEOL \&KKGRIUE KHAH
FRQW QKBS WH U

7KHQHWMHU PD\ KLUH D YHULILHH QWKW B WRDIQRHP RERCEVS WIHUN R U
ZKHQ KH RU VKH ODFNV W KHIDFQLBRM\DY WMRHBRYMHZ DQ

$SSHQGL[ $ FRQWDLQV H[DPSOHV RI LQGXVWULDO$DZKQIOAFD®WLRQV RI
$ DQG $HODWH WR WHFKQRORJLHV IRXQG LQ PRVW LQGXVWULDO S

' ,QGXVWULDO DQG %XLOGLQJ (QHUJ\ 8VHUV '"RLQJ 7

(QHUXVHUV RIWHQ LQVWDOO (&0V WKHPVHOYHYV :KHQ WKH\ DUH FRQI
SODQWVBGLQUWR® Y DSSURDFK OHDYHVY WKH HQWLUH EXGJHW DYDLODE
HQHUXIVHUVY PD\ QHHG WR MXVWLI\ LQYHVWPHQWY DGG FUHGLELOLW)
RU TXDQWLI\ XQFHUWDLQ SHUIRUPDQFH

0 9 GHVLJQ LVVXHV ZRXOG EH VLPLODU WR WKRVH GHVFULEHG LQ &K
H[FHSW WKDW WK H UH VSR Q R LE LL DLL WA QREDEXEUN AWHEYHI® HDLQJ \
SHUIRUPDQFH FRHSRWIWWVORUFRVWY PD\ EH ORZHU EHFDXVH RI OHVV I

' )DFLOLW\ ODQDJHUV $FFRXQWLQJ )RU (QHUJ\ :DWH

7R PDQBIHWFRVWY VXFFHRY LRPO@BIID VKRXOG XQGHUVWDQG WKH UHOI
EHWZHRR KMH DQGELREWUDWLQJ SDUDPHWHUY ,PSRUWDQW RSHUDWL
RFFXSDQF\ SURGXFWLRQ UDWH DQG ZHDWKHULQGBSIB® GBIIOW PDQDJ
YDULY KBHHRU VKH PD\ VWUXJJOH WR H[SODHQ@HYEXRG DHFWHV+IHURKREBUHG|
DOVR ULVNV IXWXUH %XGHPWQRKR D EAWH WPHRWHFHYVVDU\ WR DFFRXQW
URXWLQH FKDQ@QHMODW\WKH

(YHQ LYDRLOBVSODQQHG WKH FDOFXODWLRQ WHFKQLTXHV RI &KDSW
HOQHWEXGJIJHW YDULDQFHWVIY 3 KRB @NKIRIWHU DUH XVHIXO ZLWK RU ZLWK
KROH IDFLOLWRAHWXWIGRQ &KDSWHU PD\ EHQVKWLEDWNGPRY IPDV F
VXBHWHUV IRU PDMRU VHFWLRBNWRHUNKMHUIID EQOSWDFH RREVSHFLILF S
HTXLSPHQW &KDSWHU WKH\ PD\ KHOS DOORFDWH FRVWY WR XVHI
IDFLXMWEQJ 2SRURR BSSURDFKHYV

&RPSRQHQWYV FULWLFDO WR WKIQ WEXGDWWRRDA E@ WKR OMYWHHI® ORU V H
PHWHULQJ RI HIQWM IKKEMH WXSW LBRK@D $W H U RU RI D MHMQDHSIDUDPHWHU F
XVH 2SWE&ERDSSNVHU %RWK RI WKHWHBPPVRHH/WHDUIOLQ JRBDO FQRVH
DWWHQWLROQRWRDWRWBFPRYMQJ DQG FDOLEUDWLQJ PHWHUYV DQG PDQD.
PHWHUY VHH &KDSWHU DQG
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' 1HZ % XLOGLQJ '"HVLIQHUYV

1HZEXLOGLQJ LQYHVWRUV RIWHQ ZLVK WR FRPSDUH WKHLU SHUI
WKH\ KDG QRW LQFOXGEIQE WARIRHLHSHRLHPWXUHY LQ WKH GHVLJQ
UHEDVHGDWD QRUPDOO\ UHTXLUHWKWKHWEMH RI 2V8 # DRARY GIIORE D
7KH FRPSXWHU VLPXODWLRQ VNLOOV QHHGHG WR SURSHUO\ DSS
GHVLJQ WHDP DW WKH WLPH RI GHVLIJQ +RZHYHU WKH FRILWLFD(
WKH VLPXODWLRQ DJDLQVW GPWD $BBWKRIGHGKBVHHRIUMH RQHLY LP
WKDW WKH VLPXODWLRQ VNLOOV UHPDLQ DYDLODEOH XQWLO FD

JROORZLQJ WKH ILUVW \HDU Rl VWHDG\ RSH UDWHR® WGV WRR0OG E
WKH ILUVW VWHDGE DM B OLEMMF IQIHZ) WR XV&IQDSABMULRQ 8R GHWH
FKDQJHV IURP WKH IEDVWOHQK IV QHZ

$00 WKH FKDOOHQJHV IRU QHZ EXLO GWX 0P B 9 DGGUHHY,VB6 U\Q |
1HZ &RQVW URFWXKRQQJ GLIIHUHQW PHWKRGV IRU VSHFLDO VLWX

! 1HZ %XLOGLQJ 'HVL3BHARYQERMMRKDU 6 XVWDLQDI
'"HVLYQ

%XLOGLQJ GHVLIJQHUV PDGHMHBMNOW R JQRIBENKHQWEOH GHVLJIQ
SURJUDP 7RWHKH EXIROGRGHIGDWRD®YV\VWHP WKDW DGKHUHV WR
3093 DGKHUMQFHLQHG L@\ ISUSVEBUD W BRIV BRHIDISWHU  XVLQJ
,3093 WHUPLQRORJ\ DQG WHWKHIODIDROORZLQJ WKH

7KH GHVLIQHU ZRXOG DOVR IROORZ WKH JXLGOOBFHRODKR¥HH, L, B B

]

' ([LVWLQJ %XLOGLQJ ODHARMWMURRMWKHNLQJ
(QYLURQPHQWDO 4XDOLW\ RI WKHLU %XLOGLQJ 2St

ODQDJHUV RI H[LVWLQJ ENHRIQLORRRE\HIVHHN RQPHQWDO TXDOLW
RSHUDWLQJ PR WKBCHMH\ BIMMHERDYH DQ 0 9 VIVWHP WKDW DGKHUH
,3093 DGKHUMQFHILQHG LQ &KDSWHU ©OY JQBGOIUDMWHIRQ RNV DQJ
;3093 WHWDRIOM QG WKHQ IR® GRDIRUIBKHSHWURILWO, 9RODWLRQ
&KDSWHRD\DODRVLVW LQ WRHEFRDIQWMERID QRXWPEHU RI LRAMWHWDWOHG V

2SWLRQK&OSWHU ZRXOG SURYLGH WKH WIRWMRDWL QD FW®& DW\ IS\H U |
DSSURSULDWH WR H[LVWLQJ EXLOGLQJV +RZHYHU LI QR ZKROH
UHFRIQWEWORXKDSWHU LV QHHGHG GXULQJ VEKXH IBERJQ MG R (
\HDU DIWHHWBUY BUH LQLWLDOO\ LQVWDOOHG RQ WKH EXLOGLC

%XLOGLQJ PDQDJHUV ZRXOG DOVR IROORZ WKH JXLGDQFH DERY'

' S5SHILRQDO BURLBDQDF\VHVLQCGBQBJIHUYV

'"HVLJQHUV DQG PDQDJHUV FIRES DIQR QEDHIPLERHBQWD U & P W W
SURJUDPV XVXDOO\ QHHG WR GHYHORS ULJRURXV ZD\V WR HYDO
HIILFLHQF\ SURJUDPV 2QH ZD\ WR HYDOXDWH D '6 ¥ BYRQUDP TV |
PDGH LQ UDQGRPOXVFKHEFHQLMQEVGDWD FORQSEMRMWA® WKH UHV X
WKH HQWLUH JURXS RI '60 SURJUDP SDUWLFLSDQWYV 8VH ,3093 2
DVVHVWIWKLHQVWEKH VDPIS@HWVLHV

7KH HYDOXDWLRQ GHVLJQ IRU DQ\ UHJLRQDO SURI2BW VKRX D®® R
DOORZDEOH ,W VKRXOG DOVR VSHFLI\ WKIHDWVXQHPKXRWHDRIGUBIGLC
DFFXUDFLHVWRQSRBEHGH VXIILFLHQW ULJRU LQ SURJUDP UHSRU!'
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SWLOLWLHY DOUHDG\ KDYH WKWK EKBR TR R P RIGQ MY \LGDWIHILR) GDWDEDYV
2SWLRQK®SWHU RQ DOO SURJUDP R0 UWMKLHR SPRIHY RU DL WKRKOH
DGHTXDWH NQRZOHGJH RI FKDQJHV ZLWKLQ HDFK IQFAR®HW\ D ODUJH
VDYL@PBERXOG EH H[SHFWHG HVSHFLDOO\ EY WHMPEBHSRIWVHN EHW ZH H (
SHUYRG

(92 LV PRQLWRULQJ WKH QHHGV RI WKH XWLOLW\ SURJUDP HYDOXDW
GHYHORSPHIOPML RO W 9 JXLGDQFH IRU '60 SURJUDP HYDOXDWLRQ DQG
EDVHOLQHV IRU PHDVXULQJ WKH pGHPDQG UHVSR®UYHY RI FXVWRPHU
FXUWDLOPHQW VLIQGOOXYTW HDHVXWHH 3OHD Q V

' 'DWHWLFLHQF\ 3HIRMIRSMHUYV

DWHHUILFLBI QAW DQDORJRXWWRFHAABPWR XVHV VOPKBPKQLTXHYV
7KH UHOHYDQW WHFKQLTXH IRU DQ\ SURMHFW GHSHQGV XSRQ WKH Q
DQG XSRQ WKH XVHUTV VLWXDWLRQ DVNKG&RXIKYVVHGD@QG&KDSWHUV

DWHRQVXPLQJ HTXLSPHQW LV RIWHQ LQ WKH FRQWURO RI IDFLOLW\
SURGXFWLRQ PDQDJHUV 7KHUHIRUH LW FDQ EH GLIILFXOW WR PRQL
DGMXVWPR QWRWDOO W\ ZDWHU XVH IRU WKRHV/SISPRGE¥DBWHWOQRILWWSWRR®
PHWKRGY DUH RIWHQ PRUH HDVLO\ DSSOLRGW&KDSHWHWR I LW K V&S HIY
% WR GHPRQVWUDWH WKH SHWRX® RQ FKRQ IHY HQWLUH

KHUH RXWGRRU ZDWHU XVH LV EHLQMWHNIPOX® WHGG3 WIKHDWERFVWPHC
&KDSWHU PD\EH UHODWHG WR SDUDPHWHUV WKDW GULYH ZDWHU

/ILTXLG IORZ PHDVXUHPHQWY GHY IDFEHOMH VHHUEKPRBRWMHEFRPPR/QO\ DSSOL
0 91RUZDWHU HIILFLHQF\ SURMHFWYV

' (PLVVLRQ 7UDGLQJ 3URJUDPYV

(QHUBINILFLHQF\ SURJUDPV FDQ EH FHQWUDO WR KHOSLQJ ODUJH HQF
HPLVVLRQ DOORFDWLRQ $00 RI WKXKM KHFX GIQHUHM RV MKW \P BEQRE XHP AV |
HQHUJ\ XVH WKURXJK SURSHU DFFRXQWLQJ &KDSWHUV DQG

(QHUBNILFLHQF\ SURMHFWY PD\ DOVR EH WKHG@EOPW VRR) FMRPIPGRIG\ W Q HHY
FUHGLWV RIIVHWYV VHW DVLGHV H®@WGE X8 DQFGEHWXEKEWU B G/HW RPW V@A |
FRPSOLDQFH ZLWK DQ LQGXVWU\ UHFRJQL]JHG SURWRFRO DGGV FUHG

7UDGEQRJIJUDP GHVLIJQHUV VKRXOG VSHFLI\ FRPSOLDQFH ZLWK ,3093
PD\ JR IXUWKHU DQG UHH&GLHGINBHROO PHDR/XRKHY L H 2SWLRQV % RU
&KDSWHUV RU 7KLV IXUWKHU VSHFLLIOF AN HRTX D€ & X FIHAVD W KRIC
HOLPLQDWLQJ 2SWLRQV XVLQJ HVWLPDWHG RU VLPXODWHG YDOXHYV

&KDSWHU GLVFXVWHY G HWH MBH¥VBEEY IRU HPLVVLRQ WUDGHYV

' (QHUJ\ 8VHUVY 6HHNLQJ ,62 &HUWLILFDWLRQ

7KH PDQDJHPHQW PHWKRGYV UHTXLUHG XQGHU ,62 IRFXV RQ PDQI
FRVWYVYV ,3093TV 2SWLRQV & DOGG &KDEHWHWVYEH PHWKRGV XVHIXO IR
SXUSRVH HYHQ LI QR VDYLQJV DUH EHLQJ VRXJKW +RZHYHU ,3093 F
GHWHFWLQJ VPDOO FKDQJHV LQ ZKROH IDFLOLW\ XWLOLW\ HQHUJ\ X\
JXLGDQFH &KDSWSHIFLILAQOGLEDQFH $RSHRBZ[OPUIJH WRWDO IDFLOL
XVH FKDQJHVY PXVW EH WR EH UHSRUWDEOH ZLWK DQ\ VWDWLVWLFDC
ODUJH HQRXJK LW ZRXOG EH DSBHRSWNV MRHK \G R DHOMRODMANAHIFNE RQV F
$OVR ,309BWURILW2YROPQMVBQADOQG RU % &KDSWHU ZRXOG DOVR E
PDQDJHPHQW WRROV IRU VSHFLILF HQHUJ\ HIILFLHQF\ SURMHFWYV +F
SHWURILWUMRROWYRRDQQRW EH FRUOHWDWWGCOZMNKEZ®RRUYH IDFL
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EDVHOLQH DGMXVWPHQWYV
QROQRXWLQH DGMXVWPHQWYV
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