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6XPPDU\�RI�()5$*¶V�FRPPHQWV�RQ�('���6KDUH�EDVHG�3D\PHQW��:H�VXSSRUW�WKH�REMHFWLYH�RI�WKH�SURSRVHG�VWDQGDUG�WR�UHFRJQLVH�DQ�H[SHQVH�ZKHQ�WKH�JRRGV�RU�VHUYLFHV�UHFHLYHG�RU�DFTXLUHG�XQGHU�D�VKDUH�EDVHG�SD\PHQW�WUDQVDFWLRQ�DUH�FRQVXPHG���,Q�WKH� OLJKW� RI� JOREDO� FRQYHUJHQFH��ZH� VWURQJO\� VXSSRUW� WKH�1RUZDON�$JUHHPHQW� DV�ZHOO� DV� WKH�)$6%¶V� LVVXDQFH� RI� DQ� ,QYLWDWLRQ� WR� &RPPHQW� RQ� WKH� $FFRXQWLQJ� IRU� 6WRFN�%DVHG�&RPSHQVDWLRQ� ZKLFK� GHPRQVWUDWHV� WKH� %RDUGV¶� FRPPLWPHQW� WR� SURPRWLQJ� LQWHUQDWLRQDO�FRQYHUJHQFH�RI�KLJK�TXDOLW\�DFFRXQWLQJ�VWDQGDUGV���('���HQVXUHV� WKDW�DQ�HQWLW\� UHFRJQLVHV�DOO�VKDUH�EDVHG�SD\PHQW� WUDQVDFWLRQV� LQ� LWV� ILQDQFLDO�VWDWHPHQWV�� PHDVXUHG� DW� IDLU� YDOXH�� VR� WKDW� ,)56� ILQDQFLDO� VWDWHPHQWV� PHHW� WKH� TXDOLWDWLYH�FKDUDFWHULVWLFV�RI�XQGHUVWDQGDELOLW\�� UHOHYDQFH��UHOLDELOLW\�DQG�FRPSDUDELOLW\�� �1RQHWKHOHVV��ZH�EHOLHYH�WKH�%RDUG�VKRXOG�FRQVLGHU�FODULI\LQJ�WKH�GHILQLWLRQ�RI�DQ�H[SHQVH�LQ�WKH�)UDPHZRUN�VR�WKDW�QR�UHIHUHQFH�QHHGV�WR�EH�PDGH�WR�SURQRXQFHPHQWV�RI�RWKHU�VWDQGDUG�VHWWLQJ�ERGLHV�DV�LV�FXUUHQWO\�GRQH�LQ�%&������:H� EHOLHYH� WKH� SURSRVHG� GUDIW� RI� WKH� VWDQGDUG�ZLOO� DFKLHYH� WKHVH�REMHFWLYHV� LI� WKH� IROORZLQJ�REVHUYDWLRQV�DUH�DGGUHVVHG�E\�WKH�%RDUG���
&ODULILFDWLRQ�RI�WKH�VWDQGDUG¶V�VFRSH��:H�EHFDPH�DZDUH�RI�WKH�JUHDW�FRQFHUQ�DPRQJ�RXU�FRQVWLWXHQWV�WKDW�DOO�VKDUH�SXUFKDVH�SODQV�ZRXOG�EH�DXWRPDWLFDOO\�VFRSHG�LQ�E\�WKH�SURSRVHG�VWDQGDUG���:H�IXOO\�VXSSRUW�WKH�,$6%¶V�YLHZ��DV�H[SODLQHG�LQ�SDUDJUDSK����RI� LWV�%DVLV�IRU�&RQFOXVLRQV��WKDW� LW� LV�UHDVRQDEOH�WR�H[HPSW�DQ�HPSOR\HH� VKDUH� SXUFKDVH� SODQ� LI� LW� KDV� VXEVWDQWLDOO\� QR�RSWLRQ� IHDWXUHV�DQG� WKH�GLVFRXQW� LV�VPDOO���,Q�RUGHU�WR��L��FODULI\�WKH�SULQFLSOH�WKDW�VKDUH�SXUFKDVH�SODQV�DUH�ZLWKLQ�WKH�VFRSH�RI�WKLV�VWDQGDUG�DQG��LL��DGGUHVV�WKH�FRQFHUQ�RI�FRQVLVWHQW�DSSOLFDWLRQ�RI�VKDUH�SXUFKDVH�SODQV�XQGHU�WKH�VWDQGDUG��ZH�UHFRPPHQG�WKDW�WKH�%RDUG�VKRXOG��D��WR�LQFOXGH�VKDUH�SXUFKDVH�SODQV�LQ�WKH�H[DPSOHV� LQ� $SSHQGL[� %� DQG� �E�� WR� GHYHORS� LPSOHPHQWDWLRQ� JXLGDQFH� IRU� VKDUH� SXUFKDVH�SODQV�� � 6XFK� LPSOHPHQWDWLRQ� JXLGDQFH� VKRXOG� H[SDQG� RQ� WKH� DQDO\VLV� RI� WKH� FRPSHQVDWLRQ�QDWXUH�DQG�VLJQLILFDQFH�RI�VKDUH�SXUFKDVH�SODQ�IHDWXUHV�ZKHQ�DVVHVVLQJ�ZKHWKHU�D�SODQ�FDQ�EH�H[HPSWHG�RU�QRW���
&ODULILFDWLRQ�RI�WKH�SUHIHUUHG�PHDVXUHPHQW�GDWH��$V� PHQWLRQHG� LQ� SDUDJUDSK� ��� HTXLW\�VHWWOHG� VKDUH�EDVHG� SD\PHQW� WUDQVDFWLRQV� PXVW� EH�PHDVXUHG� LQGLUHFWO\�� E\� UHIHUHQFH� WR� WKH� IDLU� YDOXH� RI� WKH� HTXLW\� LQVWUXPHQWV� JUDQWHG�� LI� WKLV�YDOXH� LV�PRUH�UHDGLO\�GHWHUPLQDEOH� WKDQ� WKH� IDLU�YDOXH�RI� WKH�JRRGV�RU�VHUYLFHV� UHFHLYHG�� � ,Q�VXFK�FDVHV��WKH�VWDQGDUG�SUHVFULEHV�WKDW�WKH�IDLU�YDOXH�EH�GHWHUPLQHG�DW�JUDQW�GDWH�LQVWHDG�RI�VHUYLFH�GDWH���7KH�%RDUG�WDNHV�WKLV�DSSURDFK�EHFDXVH�LW�FRQVLGHUV�WKDW�WKHUH�LV�XQOLNHO\�WR�EH�D�KLJK�FRUUHODWLRQ�EHWZHHQ�FKDQJHV�LQ�WKH�IDLU�YDOXH�RI�WKH�HTXLW\�LQVWUXPHQW�DQG�WKH�IDLU�YDOXH�RI�WKH� VHUYLFHV� UHFHLYHG�� � :H� VXSSRUW� WKH� %RDUG¶V� DSSURDFK� EXW� EHOLHYH� WKDW� WKH� FRQFOXGLQJ�VWDWHPHQW� LQ� %&� ��� WKDW� ³JUDQW� GDWH� LV� WKH� DSSURSULDWH� PHDVXUHPHQW� GDWH´� PD\� EH�PLVXQGHUVWRRG�� � 7KH� ODWWHU� ZDV� HYLGHQFHG� E\� WKH� FRPPHQWV� UHFHLYHG� E\� ()5$*�� � :H�WKHUHIRUH�UHFRPPHQG�WKH�%RDUG�WR�PRGLI\�LWV�H[SODQDWLRQV�WR�LQGLFDWH�PRUH�FOHDUO\�WKDW��L��LW�LV�XVLQJ� D� VHUYLFH� GDWH�PHWKRG� DQG� WKDW� �LL�� WKH� JUDQW� GDWH�PHDVXUHPHQW� XVHG� LQ� WKH� LQGLUHFW�PHWKRG�LV�RQO\�D�VXUURJDWH���
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&ODULILFDWLRQ�RI�WKH�XVH�RI�RSWLRQ�SULFLQJ�PRGHOV�
• :H�UHFRPPHQG�WKDW�QR�UHIHUHQFH�LV�PDGH�WR�DQ\�VSHFLILF�RSWLRQ�SULFLQJ�PRGHO��VXFK�DV�%ODFN�6FKROHV�� RU� DQ\� VSHFLILF� NLQG� RI� RSWLRQ� SULFLQJ� PRGHO� �H�J�� ELQRPLDO� PRGHO����,QVWHDG��ZH�SUHIHU�WKH�VWDQGDUG�WR�UHIHU�WR�³WKH�PRVW�UHOHYDQW�JHQHUDOO\�DFFHSWHG�RSWLRQ�SULFLQJ� PRGHO´�� � &HUWDLQ� PRGHOV� VXFK� DV� %ODFN�6FKROHV� ZHUH� GHYHORSHG� IRU� SHUIHFW�PDUNHWV�DQG� LQWHQGHG�IRU�WUDGHG�RSWLRQV�ZLWK�D�VKRUW� OLIH���7KHUHIRUH��WKHLU�DSSOLFDWLRQ�PD\�UHVXOW�LQ�VRPH�RYHUVWDWHPHQW�RI�YDOXH�ZKHQ�PHDVXULQJ�VKDUH�RSWLRQV�WKDW�DUH�QRW�UHDGLO\�PDUNHWDEOH���
• $ SULPH� FRQFHUQ� RI� VRPH� UHVSRQGHQWV� LV� KRZ� DQ� RSWLRQ� SULFLQJ� PRGHO� VKRXOG� EH�DSSOLHG�ZKHQ�QR�SDVW�SHUIRUPDQFH�LQIRUPDWLRQ�LV�DYDLODEOH��H�J��IRU�XQOLVWHG�RU�VWDUW�XS�FRPSDQLHV��� � 7KH� %RDUG� DGGUHVVHV� VXFK� VLWXDWLRQV� LQ� LWV� %DVLV� IRU� &RQFOXVLRQV�������������������DV�ZHOO�DV�LWV�,PSOHPHQWDWLRQ�*XLGDQFH���7KH�FXUUHQW��SULPDULO\�86��SUDFWLFH� RI� VHWWLQJ� YRODWLOLW\� DW� ]HUR� IRU� XQOLVWHG� RU� VWDUW�XS� FRPSDQLHV� LV� H[SOLFLWO\�H[FOXGHG� E\� WKH� %RDUG�� DV� H[SODLQHG� LQ� %&� ������� � )RU� FODULILFDWLRQ� SXUSRVHV�� ZH�UHFRPPHQG� WKH�%RDUG� WR� LQFOXGH�VRPH�RI� WKH�JXLGDQFH�RQ� WKH�HVWLPDWH�RI�H[SHFWHG�YRODWLOLW\�LQ�WKH�VWDQGDUG���

8QQHFHVVDU\�UHVWULFWLRQV��
• :H�EHOLHYH� WKDW� WKH� UHTXLUHPHQW� IRU� WUDQVDFWLRQV�ZLWK�HPSOR\HHV� ³WR�PHDVXUH� WKH� IDLU�YDOXH� RI� WKH� HPSOR\HH� VHUYLFHV� UHFHLYHG� E\� UHIHUHQFH� WR� WKH� IDLU� YDOXH� RI� WKH� HTXLW\�LQVWUXPHQWV�JUDQWHG´�LV�WRR�UHVWULFWLYH���,Q�SUDFWLFH��ZH�H[SHFW�WKDW�HQWLWLHV�ZLOO�PRVW�RIWHQ�SHUIRUP� ERWK� D� GLUHFW� DQG� LQGLUHFW� PHDVXUHPHQW� EHIRUH� HQWHULQJ� LQWR� D� VKDUH�EDVHG�SD\PHQW�WUDQVDFWLRQ���,Q�RXU�RSLQLRQ��WKH�IROORZLQJ�UDUH�VLWXDWLRQV�FRXOG�MXVWLI\�UHOLDQFH�RQ�WKH�GLUHFW�PHDVXUHPHQW�PHWKRG���D�� (QWLWLHV�IRU�ZKLFK�HTXLW\�LQVWUXPHQWV�DUH�QRW��RU�DUH�RQO\�UHFHQWO\��WUDGHG��ZLOO�RIWHQ� H[SHULHQFH� WKH� JUHDWHVW� GLIILFXOWLHV� LQ�PHDVXULQJ� UHOLDEO\� WKH� YDOXH� RI�WKHLU� HTXLW\� LQVWUXPHQWV� JUDQWHG�� � ,Q� DGGLWLRQ�� LQ� VXFK� HQWLWLHV� D� JUDQW� RI�RSWLRQV�LV�RIWHQ�PHDQW�WR�EH�WKH�ODUJHVW�SDUW�RI�WKH�UHPXQHUDWLRQ�SDFNDJH���,Q�VXFK�FDVHV�� WKH�FDVK�VDODU\�ZLOO�QRW�EH�FRPSDUDEOH�ZLWK� WKH�DYHUDJH�VDODU\�RIIHUHG�WR�HPSOR\HHV�ZLWK�VLPLODU�VNLOOV���E�� $� VKDUH�EDVHG� SD\PHQW� WUDQVDFWLRQ� ZKHUHE\� HPSOR\HHV� DUH� JLYHQ� WKH�RSSRUWXQLW\�WR�VXEVWLWXWH�D�SRUWLRQ�RI�WKHLU�FDVK�VDODU\�E\�HTXLW\�LQVWUXPHQWV�RI�WKH�HQWLW\�ZKLFK�KDYH�WKH�VDPH�YDOXH�DV�WKH�SRUWLRQ�RI�FDVK�VDODU\�JLYHQ�XS�����+RZHYHU��ZH�DJUHH� WKDW� LQ�PDQ\�FDVHV� LW�ZLOO�QRW�EH�SRVVLEOH� WR�PHDVXUH�GLUHFWO\� WKH�VHUYLFHV� UHFHLYHG�� � &RQVHTXHQWO\�� ZH� UHFRPPHQG� WKH� %RDUG� FRQVLGHUV� PRGLI\LQJ�SDUDJUDSKV����DQG����VR�WKDW�WKH\�LQWURGXFH�D�UHEXWWDEOH�SUHVXPSWLRQ�WKDW��IRU�HTXLW\�VHWWOHG�WUDQVDFWLRQV�ZLWK�HPSOR\HHV��WKH�IDLU�YDOXH�RI�WKH�HTXLW\�LQVWUXPHQWV�JUDQWHG�LV�PRUH�UHDGLO\�GHWHUPLQDEOH�WKDQ�WKH�IDLU�YDOXH�RI�WKH�HPSOR\HH�VHUYLFHV�UHFHLYHG���
• :H�ILQG�WKH�%RDUG¶V�UHTXLUHPHQW� WR�LJQRUH�WKH�FDQFHOODWLRQ�RI�D�VKDUH�RU�RSWLRQ�JUDQW�GXULQJ� WKH� YHVWLQJ� SHULRG� WRR� UHVWULFWLYH�� � )RU� LQVWDQFH�� LQ� WKH� FDVH� RI� EXVLQHVV�FRPELQDWLRQV�� VKDUH� RSWLRQV� DUH� VRPHWLPHV� FDQFHOOHG� DQG� UHSODFHG� E\� FDVK�UHPXQHUDWLRQ��LQFUHDVHG�PRQWKO\�VDODU\����,I�WKH�HQWLW\�ZHUH�WR�EH�UHTXLUHG�WR�³FRQWLQXH�WR�DFFRXQW� IRU�VHUYLFHV�UHQGHUHG�GXULQJ�WKH�UHPDLQGHU�RI� WKH�YHVWLQJ�SHULRG��DV� LI� WKH�JUDQW� KDG� QRW� EHHQ� FDQFHOOHG´�� ZH� EHOLHYH� WKDW� VXFK� DFFRXQWLQJ� ZRXOG� UHVXOW� LQ�LQDSSURSULDWH� ILQDQFLDO� UHSRUWLQJ�� � :H� WKHUHIRUH� UHFRPPHQG� WKH� %RDUG� WR� DPHQG�SDUDJUDSK����VR�WKDW�QR�IXWXUH�H[SHQVLQJ�LV�UHTXLUHG�IRU�JHQXLQH�FDQFHOODWLRQV���
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• :KLOH�ZH�DFFHSW�WKH�SURSRVHG�FDOFXODWLRQ�PHWKRGV�DV�LOOXVWUDWHG�LQ�H[DPSOHV���DQG���RI� $SSHQGL[� %�� ZH� KDYH� VHW� RXW� LQ� $SSHQGLFHV� �� DQG� �� WR� WKLV� OHWWHU� D� SURSRVHG�DOWHUQDWLYH�DSSURDFK�ZKLFK�LV�EDVHG�RQ�D�FRPELQDWLRQ�RI�('���DQG�6)$6�������6HYHUDO�FRPPHQWDWRUV� H[SUHVVHG� D� VWURQJ� GHVLUH� WR� DFKLHYH� JOREDO� FRQYHUJHQFH� RQ� WKH�PHDVXUHPHQW�PHWKRG���
'HWHUPLQDWLRQ�RI�WKH�VHUYLFH��SHULRG��±�UHIOHFWLRQ�RI�YHVWLQJ�FRQGLWLRQV��
,Q� JHQHUDO�� ZH� EHOLHYH� WKDW� WKH� VWDQGDUG� QHHGV� WR� EH� IXUWKHU� GHYHORSHG� WR� DGGUHVV� WKH�UHODWLRQVKLS� EHWZHHQ� YHVWLQJ� FRQGLWLRQV� DQG� VHUYLFH� �SHULRG��� � )RU� LQVWDQFH�� WKH� %RDUG�PD\�ZLVK� WR� GHEDWH� �L�� ZKHWKHU� D� WDUJHWHG� VKDUH� SULFH� LV� D� SURSHU� UHIOHFWLRQ� RI� PDQDJHPHQW¶V�SHUIRUPDQFH� DQG� �LL��ZKHWKHU� WKH�DFKLHYHPHQW� RI� D� WDUJHWHG� VKDUH�SULFH� FDQ�EH� UHDVRQDEO\�HVWLPDWHG���7KH�%RDUG�VKRXOG�DOVR�FRQVLGHU�KRZ�DQ�³HYHQW�GULYHQ´�YHVWLQJ��H�J��ZKHQ�WKH�HQWLW\�JRHV� SXEOLF�� VKRXOG� EH� DFFRXQWHG� IRU� DQG� LQFOXGH� LWV� FRQFOXVLRQV� LQ� WKH� ,PSOHPHQWDWLRQ�*XLGDQFH�RI�WKH�VWDQGDUG����
([FHVVLYH�GLVFORVXUH�UHTXLUHPHQWV��:H�EHOLHYH�WKDW�WKH�PLQLPXP�GLVFORVXUH�UXOHV�ODEHOOHG��L���LL���LLL��«�LQ�SDUDJUDSKV�������DQG����DUH��ZLWK�WKH�H[FHSWLRQ�RI�SDUDJUDSK�����D���L���EXUGHQVRPH�IRU�SUHSDUHUV�DQG�PD\�REVFXUH�WKH�NH\�PHVVDJHV�WR� WKH�XVHUV�RI� ILQDQFLDO�VWDWHPHQWV�� �7KH\�VKRXOG�EH�WUHDWHG�DV�LOOXVWUDWLYH�RI�WKH�VRUW�RI�GLVFORVXUH�QHHGHG�WR�PHHW�WKH�UHTXLUHPHQWV�VHW�RXW�LQ�WKH�EROG�SDUDJUDSKV�UDWKHU�WKDQ�PDQGDWRU\�DQG�VKRXOG�WKHUHIRUH�EH�LQFOXGHG�LQ�$SSHQGL[�'���
3URVSHFWLYH�DQG�UHWURVSHFWLYH�DSSOLFDWLRQ�RI�WKH�VWDQGDUG��%HFDXVH� RI� WKH� JUDQW� GDWH� VXUURJDWH� PHDVXUHPHQW� IRU� FHUWDLQ� HTXLW\�VHWWOHG� VKDUH�EDVHG�SD\PHQW� WUDQVDFWLRQV�� DQ\� SURVSHFWLYH� DSSOLFDWLRQ� UHTXLUHPHQW� KDV� DOVR� D� UHWURVSHFWLYH�FKDUDFWHU�� � ,Q� JHQHUDO�� ZH� EHOLHYH� WKDW� DQ� DFFRXQWLQJ� VWDQGDUG� VKRXOG� RQO\� EH� DSSOLFDEOH�SURVSHFWLYHO\�IURP�WKH�GDWH�LW�LV�LVVXHG���7KHUHIRUH��ZH�VXJJHVW�WKH�%RDUG�VKRXOG�RQO\�UHTXLUH�SURVSHFWLYH�DSSOLFDWLRQ� IRU�VKDUH�EDVHG�SD\PHQW� WUDQVDFWLRQV�HQWHUHG� LQWR�DIWHU� WKH�GDWH�WKH�VWDQGDUG�LV�LVVXHG��ZLWK�DQ�RSWLRQ�WR�DSSO\�WKH�VWDQGDUG�SURVSHFWLYHO\�IRU�H[LVWLQJ�SODQV�DW�WKH�GDWH� RI� LVVXDQFH�RI� WKH� VWDQGDUG�� � 7KH� VWDQGDUG� VKRXOG� DOVR� H[SOLFLWO\�SURYLGH�DQ�RSWLRQ� IRU�UHWURVSHFWLYH�DSSOLFDWLRQ��

7D[DWLRQ��:H�DUH�FRQFHUQHG� WKDW� WKH�,$6���� ,QFRPH�7D[HV�GHILQLWLRQ�RI� WHPSRUDU\�GLIIHUHQFHV�VFRSHV�RXW�WKH�DFFRXQWLQJ�IRU�WKH�WLPLQJ�HIIHFW�RI�LQFRPH�WD[HV�RQ�H[SHQVHV�RI�HTXLW\�VHWWOHG�VKDUH�EDVHG�SD\PHQW�WUDQVDFWLRQV���:H�UHFRPPHQG�WKH�%RDUG�WR�FRQVLGHU�WKLV�FRQFHUQ�DQG�WR�PDNH�WKH�QHFHVVDU\�DPHQGPHQWV�WR�,$6������7R�DQVZHU�WKH�TXHVWLRQ�DV�WR�KRZ�WR�DFFRXQW�IRU�WKH�WD[�HIIHFWV�RI�VKDUH�EDVHG�SD\PHQW�WUDQVDFWLRQV�ZH�EHOLHYH�WKH�TXHVWLRQ�³ZKDW�WULJJHUV�WKH�WD[�EHQHILW´�LV�FULWLFDO���)RU�LQVWDQFH��LQ�FHUWDLQ�WD[�MXULVGLFWLRQV��WKH�WD[�EHQHILW�LV�WULJJHUHG�ZKHQ�WKH�RSWLRQ�LV�FRQYHUWHG�LQWR�D�VKDUH���:KHQ�WKH�WD[�EHQHILW� LV�EDVHG�RQ�YDOXHV�GLIIHUHQW�IURP�WKH�FRPSHQVDWLRQ� H[SHQVH�DVVHW� UHFRJQLVHG��ZH� EHOLHYH� WKDW� DQ\� GLIIHUHQFH� FRPSDUHG�ZLWK� WKH�LQLWLDOO\�UHFRJQLVHG�GHIHUUHG�WD[�VKRXOG�EH�FRQVLGHUHG�WR�EH�D�GLUHFWO\�DWWULEXWDEOH�WUDQVDFWLRQ�JDLQ�ORVV�WR�WKH�HTXLW\� LQVWUXPHQW� LVVXHG��WR�EH�DOORFDWHG�GLUHFWO\�WR�HTXLW\����:H�UHFRPPHQG�WKH� %RDUG� WR� LQFOXGH� VXFK� JXLGDQFH� LQ� ,$6� ��� DQG� WR� DPHQG� WKH� SURSRVHG� H[DPSOH�DFFRUGLQJO\���
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4��� 3DUDJUDSKV� ���� RI� WKH� GUDIW� ,)56� VHW� RXW� WKH� SURSRVHG�VFRSH� RI� WKH� ,)56�� 7KHUH� DUH� QR� SURSRVHG� H[HPSWLRQV��DSDUW� IURP� IRU� WUDQVDFWLRQV� ZLWKLQ� WKH� VFRSH� RI� DQRWKHU�,)56����,V� WKH� SURSRVHG� VFRSH� DSSURSULDWH"� ,I� QRW�� ZKLFK�WUDQVDFWLRQV�VKRXOG�EH�H[FOXGHG�DQG�ZK\"��
5HVSRQVH
:H� DJUHH� ZLWK� WKH� ,$6%� SURSRVDO� WKDW�� DSDUW� IURP�H[HPSWLRQV� IRU� WUDQVDFWLRQV� ZLWKLQ� WKH� VFRSH� RI� DQRWKHU�,)56�� QR� H[HPSWLRQV� DUH� IRUHVHHQ� LQ� WKH� 6KDUH�EDVHG�3D\PHQW� VWDQGDUG�� � +RZHYHU�� ZH� EHFDPH� DZDUH� RI� WKH�JUHDW� FRQFHUQ� DPRQJ� RXU� FRQVWLWXHQWV� WKDW� DOO� VKDUH�SXUFKDVH� SODQV� ZRXOG� EH� DXWRPDWLFDOO\� VFRSHG� LQ� E\� WKH�SURSRVHG� VWDQGDUG�� � :H� VXSSRUW� WKH� ,$6%¶V� YLHZ�� DV�H[SODLQHG�LQ�SDUDJUDSK����RI�LWV�%DVLV�IRU�&RQFOXVLRQV��WKDW�LW� LV� UHDVRQDEOH� WR� H[HPSW� DQ� HPSOR\HH� VKDUH� SXUFKDVH�SODQ� LI� LW� KDV� VXEVWDQWLDOO\� QR� RSWLRQ� IHDWXUHV� DQG� WKH�GLVFRXQW� LV� VPDOO�� � 7R� �L�� FODULI\� WKH� SULQFLSOH� WKDW� VKDUH�SXUFKDVH�SODQV�DUH�ZLWKLQ�WKH�VFRSH�RI�WKLV�VWDQGDUG�DQG��LL��DGGUHVV� WKH� FRQFHUQ� RI� FRQVLVWHQW� DSSOLFDWLRQ� RI� VKDUH�SXUFKDVH� SODQV� XQGHU� WKH� VWDQGDUG�� ZH� UHFRPPHQG� WKH�%RDUG��D��WR�LQFOXGH�VKDUH�SXUFKDVH�SODQV�LQ�WKH�H[DPSOHV�LQ�$SSHQGL[�%�DQG��E��WR�GHYHORS�LPSOHPHQWDWLRQ�JXLGDQFH�IRU� VKDUH�SXUFKDVH�SODQV�� �6XFK� LPSOHPHQWDWLRQ�JXLGDQFH�VKRXOG�H[SDQG�RQ�WKH�DQDO\VLV�RI�WKH�FRPSHQVDWLRQ�QDWXUH�DQG� VLJQLILFDQFH� RI� VKDUH� SXUFKDVH� SODQ� IHDWXUHV� ZKHQ�DVVHVVLQJ�ZKHWKHU�WKH�SODQ�FDQ�EH�H[HPSWHG�RU�QRW���)XUWKHU��ZH�DUH�FRQFHUQHG�WKDW�LW�LV�FXUUHQWO\�QRW�VXIILFLHQWO\�FOHDU� WKDW� ('� �� LV� DSSOLFDEOH�ZKHQ� DQ� HQWLW\� EX\V� LWV� RZQ�HTXLW\� LQVWUXPHQWV� DQG� VXEVHTXHQWO\� VHOOV� WKHP� DW� D�GLVFRXQW� WR� LWV� HPSOR\HHV�� �:H� WKHUHIRUH� UHFRPPHQG� WKH�%RDUG� WR� LQFOXGH� LQ� $SSHQGL[� %� DQ� H[DPSOH� ZKHUHE\�WUHDVXU\�VKDUHV�DUH�VROG� WR�HPSOR\HHV�� �6XFK�DQ�H[DPSOH�VKRXOG� LOOXVWUDWH� WKDW� WKH� GLIIHUHQFH� EHWZHHQ� WKH� PDUNHW�YDOXH�RI� WKH� WUHDVXU\�VKDUH�DW� WKH�GDWH�RI�JUDQW� �VDOH��DQG�WKH� YDOXH� DW� ZKLFK� WKH� WUHDVXU\� VKDUH� LV� VROG� WR� WKH�HPSOR\HH� KDV� WR� EH� FRQVLGHUHG� DV� DQ� HPSOR\HH� EHQHILW�XQGHU�('������



$SSHQGL[���

�

4��� 3DUDJUDSKV�����RI�WKH�GUDIW�,)56�SURSRVH�UHTXLUHPHQWV�IRU�WKH� UHFRJQLWLRQ� RI� VKDUH�EDVHG� SD\PHQW� WUDQVDFWLRQV��LQFOXGLQJ�WKH�UHFRJQLWLRQ�RI�DQ�H[SHQVH�ZKHQ�WKH�JRRGV�RU�VHUYLFHV�UHFHLYHG�RU�DFTXLUHG�DUH�FRQVXPHG��
$UH�WKHVH�UHFRJQLWLRQ�UHTXLUHPHQWV�DSSURSULDWH"�,I�QRW��ZK\�QRW�� RU� LQ� ZKLFK� FLUFXPVWDQFHV� DUH� WKH� UHFRJQLWLRQ�UHTXLUHPHQWV�LQDSSURSULDWH"�

� 5HVSRQVH
:H�DJUHH�ZLWK� WKH� ,$6%�SURSRVDO� IRU� WKH�UHDVRQV�JLYHQ� LQ�WKH�%DVLV�IRU�&RQFOXVLRQV�� 1RQHWKHOHVV��ZH�HQFRXUDJH�WKH�%RDUG� WR� FODULI\� WKH� GHILQLWLRQ� RI� DQ� H[SHQVH� LQ� WKH�)UDPHZRUN� VR� WKDW� QR� UHIHUHQFH� QHHGV� WR� EH� PDGH� WR�SURQRXQFHPHQWV� RI� RWKHU� VWDQGDUG�VHWWLQJ� ERGLHV� DV� LV�FXUUHQWO\�GRQH�LQ�%&������

4��� )RU�DQ�HTXLW\�VHWWOHG�VKDUH�EDVHG�SD\PHQW�WUDQVDFWLRQ��WKH�GUDIW� ,)56� SURSRVHV� WKDW�� LQ� SULQFLSOH�� WKH� HQWLW\� VKRXOG�PHDVXUH� WKH� JRRGV� RU� VHUYLFHV� UHFHLYHG�� DQG� WKH�FRUUHVSRQGLQJ� LQFUHDVH� LQ�HTXLW\��HLWKHU�GLUHFWO\��DW� WKH�IDLU�YDOXH� RI� WKH� JRRGV� RU� VHUYLFHV� UHFHLYHG�� RU� LQGLUHFWO\�� E\�UHIHUHQFH�WR�WKH�IDLU�YDOXH�RI�WKH�HTXLW\�LQVWUXPHQWV�JUDQWHG��ZKLFKHYHU� IDLU� YDOXH� LV� PRUH� UHDGLO\� GHWHUPLQDEOH��SDUDJUDSK������7KHUH�DUH�QR�H[HPSWLRQV�WR�WKH�UHTXLUHPHQW�WR�PHDVXUH�VKDUH�EDVHG�SD\PHQW�WUDQVDFWLRQV�DW�IDLU�YDOXH���)RU�H[DPSOH��WKHUH�DUH�QR�H[HPSWLRQV�IRU�XQOLVWHG�HQWLWLHV��
,V�WKLV�PHDVXUHPHQW�SULQFLSOH�DSSURSULDWH"��,I�QRW��ZK\�QRW��RU�LQ�ZKLFK�FLUFXPVWDQFHV�LV�LW�QRW�DSSURSULDWH"�

� 5HVSRQVH
:H�DJUHH�ZLWK� WKH� ,$6%�SURSRVDO� IRU� WKH�UHDVRQV�JLYHQ� LQ�WKH�%DVLV�IRU�&RQFOXVLRQV���+RZHYHU��ZH�KDYH�PDGH�VRPH�UHFRPPHQGDWLRQV� UHJDUGLQJ� WKH� SURSRVHG� PHDVXUHPHQW�DSSURDFK�LQ�RXU�DQVZHUV�WR�TXHVWLRQ����������DQG������:H�EHOLHYH�WKH�%RDUG�VKRXOG�FRQVLGHU�WKHVH�UHFRPPHQGDWLRQV�ZKHQ�ILQDOLVLQJ�WKH�GUDIWLQJ�RI�WKH�VWDQGDUG���

4��� ,I� WKH� IDLU� YDOXH� RI� WKH� JRRGV� RU� VHUYLFHV� UHFHLYHG� LQ� DQ�HTXLW\�VHWWOHG� VKDUH�EDVHG� SD\PHQW� WUDQVDFWLRQ� LV�PHDVXUHG�GLUHFWO\�� WKH�GUDIW� ,)56�SURSRVHV� WKDW� IDLU� YDOXH�VKRXOG�EH�PHDVXUHG�DW�WKH�GDWH�ZKHQ�WKH�HQWLW\�REWDLQV�WKH�JRRGV�RU�UHFHLYHV�WKH�VHUYLFHV��SDUDJUDSK�����
�



$SSHQGL[���

�

'R�\RX�DJUHH� WKDW� WKLV� LV� WKH�DSSURSULDWH�GDWH�DW�ZKLFK� WR�PHDVXUH�WKH�IDLU�YDOXH�RI�WKH�JRRGV�RU�VHUYLFHV�UHFHLYHG"��,I�QRW�� DW� ZKLFK� GDWH� VKRXOG� WKH� IDLU� YDOXH� RI� WKH� JRRGV� RU�VHUYLFHV�UHFHLYHG�EH�PHDVXUHG"��:K\"�
� 5HVSRQVH

:H�DJUHH�ZLWK�WKH�,$6%�SURSRVDO�EDVHG�RQ�WKH�IDFW�WKDW�LQ�D�EDUJDLQHG� WUDQVDFWLRQ� WKH� VHUYLFH� GDWH� IDLU� YDOXH� RI� WKH�JRRGV�VHUYLFHV��WR�EH��REWDLQHG� LV�RI�UHOHYDQFH�� �+RZHYHU��PRVW�RIWHQ��XQGHU�WKH�KLVWRULFDO�FRVW�PHDVXUHPHQW�EDVLV�LW�LV�DVVXPHG�WKDW�WKH�YDOXH�RI�WKH�FRQVLGHUDWLRQ�JLYHQ�LV�WKH�VDPH�DV� WKH� YDOXH� DW� FRQWUDFW� �JUDQW�� GDWH� RI� WKH� SXUFKDVHG�JRRG�VHUYLFH��WR�EH��UHFHLYHG���$V�D�UHVXOW��XQGHU�WKH�KLVWRULFDO�FRVW� PHDVXUHPHQW� EDVLV�� DVVHWV�VHUYLFHV� DUH� UHFRJQLVHG� DW�WKH�IDLU�YDOXH�RI�WKH�FRQVLGHUDWLRQ�JLYHQ�WR�DFTXLUH�WKHP�DW�WKH�WLPH� RI� WKHLU� DFTXLVLWLRQ�� � $� KLVWRULFDO� FRVW� DSSURDFK� LV� QRW�SRVVLEOH� LQ� WKH� FDVH� RI� HTXLW\�VHWWOHG� VKDUH�EDVHG� SD\PHQW�WUDQVDFWLRQV�EHFDXVH�WKH�HQWLW\�GRHV�QRW�VDFULILFH�DQ\�FDVK�RU�RWKHU�DVVHWV�� �$V�H[SODLQHG� LQ�%&�������� WKH�H[SHQVH�DULVHV�IURP�WKH�FRQVXPSWLRQ�RI�UHVRXUFHV�UHFHLYHG�DV�FRQVLGHUDWLRQ�IRU� WKH� LVVXH�RI�HTXLW\� LQVWUXPHQWV�� �7KHUHIRUH�� WKH� IDLU�YDOXH�VKRXOG�EH�GHWHUPLQHG�DW�WKH�GDWH�ZKHQ�WKH�HQWLW\�REWDLQV�WKH�JRRGV� RU� UHFHLYHV� WKH� VHUYLFHV� �VR� FDOOHG� ³VHUYLFH� GDWH�PHDVXUHPHQW�EDVLV´������ $V�PHQWLRQHG� LQ� SDUD���� HTXLW\�VHWWOHG�VKDUH�EDVHG�SD\PHQW�WUDQVDFWLRQV�PXVW�EH�PHDVXUHG�LQGLUHFWO\��E\�UHIHUHQFH�WR�WKH�IDLU� YDOXH� RI� WKH� HTXLW\� LQVWUXPHQWV� JUDQWHG�� LI� WKLV� YDOXH� LV�PRUH�UHDGLO\�GHWHUPLQDEOH�WKDQ�WKH�IDLU�YDOXH�RI�WKH�JRRGV�RU�VHUYLFHV�UHFHLYHG���,Q�VXFK�FDVHV��WKH�VWDQGDUG�SUHVFULEHV�WKDW�WKH� IDLU� YDOXH�EH�GHWHUPLQHG�DW�JUDQW�GDWH� LQVWHDG�RI� VHUYLFH�GDWH���7KH�%RDUG�WDNHV�WKLV�DSSURDFK�EHFDXVH�LW�FRQVLGHUV�WKDW�WKHUH� LV�XQOLNHO\� WR�EH�D�KLJK�FRUUHODWLRQ�EHWZHHQ�FKDQJHV� LQ�WKH�IDLU�YDOXH�RI�WKH�HTXLW\�LQVWUXPHQW�DQG�WKH�IDLU�YDOXH�RI�WKH�VHUYLFHV�UHFHLYHG��%&�������:H�VXSSRUW�WKH�%RDUG¶V�DSSURDFK�EXW�EHOLHYH�WKDW�WKH�FRQFOXGLQJ�VWDWHPHQW�LQ�%&����WKDW�³JUDQW�GDWH� LV� WKH� DSSURSULDWH� PHDVXUHPHQW� GDWH´� PD\� EH�PLVXQGHUVWRRG�� � 7KH� ODWWHU� ZDV� HYLGHQFHG� E\� WKH� FRPPHQWV�UHFHLYHG�E\�()5$*�� �:H�WKHUHIRUH�UHFRPPHQG�WKH�%RDUG�WR�PRGLI\� LWV� H[SODQDWLRQV� WR� LQGLFDWH� PRUH� FOHDUO\� WKDW� �L�� LW� LV�XVLQJ�D�VHUYLFH�GDWH�PHDVXUHPHQW�DSSURDFK�DQG� WKDW� �LL�� WKH�JUDQW�GDWH�PHDVXUHPHQW�XVHG�LQ�WKH�LQGLUHFW�PHWKRG�LV�RQO\�D�VXUURJDWH��

4��� ,I� WKH� IDLU� YDOXH� RI� WKH� JRRGV� RU� VHUYLFHV� UHFHLYHG� LQ� DQ�HTXLW\�VHWWOHG� VKDUH�EDVHG� SD\PHQW� WUDQVDFWLRQ� LV�PHDVXUHG� E\� UHIHUHQFH� WR� WKH� IDLU� YDOXH� RI� WKH� HTXLW\�LQVWUXPHQWV� JUDQWHG�� WKH�GUDIW� ,)56�SURSRVHV� WKDW� WKH� IDLU�YDOXH�RI�WKH�HTXLW\�LQVWUXPHQWV�JUDQWHG�VKRXOG�EH�PHDVXUHG�DW�JUDQW�GDWH��SDUDJUDSK�����



$SSHQGL[���

�

'R�\RX�DJUHH� WKDW� WKLV� LV� WKH�DSSURSULDWH�GDWH�DW�ZKLFK� WR�PHDVXUH�WKH�IDLU�YDOXH�RI�WKH�HTXLW\�LQVWUXPHQWV�JUDQWHG"��,I�QRW�� DW� ZKLFK� GDWH� VKRXOG� WKH� IDLU� YDOXH� RI� WKH� HTXLW\�LQVWUXPHQWV�JUDQWHG�EH�PHDVXUHG"��:K\"�
� 5HVSRQVH

:H�DJUHH�ZLWK� WKH� ,$6%�SURSRVDO� IRU� WKH�UHDVRQV�JLYHQ� LQ�WKH�%DVLV�IRU�&RQFOXVLRQV���

4��� )RU� HTXLW\�VHWWOHG� WUDQVDFWLRQV� ZLWK� SDUWLHV� RWKHU� WKDQ�HPSOR\HHV�� WKH� GUDIW� ,)56� SURSRVHV� D� UHEXWWDEOH�SUHVXPSWLRQ� WKDW� WKH� IDLU� YDOXH� RI� WKH� JRRGV� RU� VHUYLFHV�UHFHLYHG�LV�PRUH�UHDGLO\�GHWHUPLQDEOH�WKDQ�WKH�IDLU�YDOXH�RI�WKH�HTXLW\�LQVWUXPHQWV�JUDQWHG��SDUDJUDSKV���DQG������
'R� \RX� DJUHH� WKDW� WKH� IDLU� YDOXH�RI� WKH�JRRGV�RU� VHUYLFHV�UHFHLYHG� LV�XVXDOO\�PRUH� UHDGLO\�GHWHUPLQDEOH� WKDQ� WKH� IDLU�YDOXH� RI� WKH� HTXLW\� LQVWUXPHQWV� JUDQWHG"� � ,Q�ZKDW�FLUFXPVWDQFHV�LV�WKLV�QRW�VR"�

� 5HVSRQVH
:H�DJUHH�ZLWK�WKH�DSSURDFK�DV�H[SODLQHG�LQ�SDUD������

4��� )RU� HTXLW\�VHWWOHG� WUDQVDFWLRQV� ZLWK� HPSOR\HHV�� WKH� GUDIW�,)56�SURSRVHV�WKDW�WKH�HQWLW\�VKRXOG�PHDVXUH�WKH�IDLU�YDOXH�RI� WKH�HPSOR\HH�VHUYLFHV� UHFHLYHG�E\� UHIHUHQFH� WR� WKH� IDLU�YDOXH�RI� WKH�HTXLW\� LQVWUXPHQWV�JUDQWHG��EHFDXVH�WKH�ODWWHU�IDLU�YDOXH�LV�PRUH�UHDGLO\�GHWHUPLQDEOH��SDUDJUDSKV����DQG������
'R�\RX�DJUHH� WKDW� WKH� IDLU� YDOXH�RI� WKH�HTXLW\� LQVWUXPHQWV�JUDQWHG� LV�PRUH�UHDGLO\�GHWHUPLQDEOH�WKDQ�WKH�IDLU�YDOXH�RI�WKH� HPSOR\HH� VHUYLFHV� UHFHLYHG"� � $UH� WKHUH� DQ\�FLUFXPVWDQFHV�LQ�ZKLFK�WKLV�LV�QRW�VR"�

� 5HVSRQVH
:H�DJUHH� WKDW� XVXDOO\� WKH� IDLU� YDOXH�RI�HTXLW\� LQVWUXPHQWV�JUDQWHG�ZLOO�EH�PRUH�UHDGLO\�GHWHUPLQDEOH�WKDQ�WKH�IDLU�YDOXH�RI� WKH� HPSOR\HH� VHUYLFHV� UHFHLYHG�� � +RZHYHU�� ZH� EHOLHYH�WKDW�LQ�SUDFWLFH��HQWLWLHV�ZLOO�PRVW�RIWHQ�SHUIRUP�ERWK�D�GLUHFW�DQG� LQGLUHFW� PHDVXUHPHQW� EHIRUH� HQWHULQJ� LQWR� D� VKDUH�EDVHG�SD\PHQW� WUDQVDFWLRQ�� � ,I�QRW�� WKHUH� LV�D� ULVN� WKDW� WKH��HVWLPDWHG��YDOXH�RI�WKH�HTXLW\�LQVWUXPHQWV�JUDQWHG�ZLOO�QRW�EH�DOLJQHG� WR� WKH� �HVWLPDWHG��YDOXH�RI� WKH�UHVRXUFHV� WR�EH�UHFHLYHG�� ZKLFK�ZRXOG� FDXVH� D� YLRODWLRQ� RI�PDQDJHPHQWV¶�ILGXFLDU\� GXWLHV�� ,Q� RXU� RSLQLRQ�� WKH� IROORZLQJ� �UDUH��



$SSHQGL[���

�

VLWXDWLRQV�FRXOG� MXVWLI\� UHOLDQFH�RQ� WKH�GLUHFW�PHDVXUHPHQW�PHWKRG��� D���(QWLWLHV�IRU�ZKLFK�HTXLW\�LQVWUXPHQWV�DUH�QRW��RU�DUH�RQO\� UHFHQWO\�� WUDGHG�� ZLOO� RIWHQ� H[SHULHQFH� WKH�JUHDWHVW�GLIILFXOWLHV�LQ�UHOLDEO\�PHDVXULQJ�WKH�YDOXH�RI�WKHLU�HTXLW\�LQVWUXPHQWV�JUDQWHG���,Q�DGGLWLRQ��LQ�VXFK�HQWLWLHV�D�JUDQW�RI�RSWLRQV� LV�RIWHQ�PHDQW� WR�EH� WKH�ODUJHVW�SDUW�RI� WKH�UHPXQHUDWLRQ�SDFNDJH���,Q�WKHVH�FDVHV�� WKH� FDVK� VDODU\�ZLOO� QRW�EH�FRPSDUDEOH�ZLWK�WKH�DYHUDJH�VDODU\�RIIHUHG�WR�HPSOR\HHV�ZLWK�VLPLODU�VNLOOV��E�� $� VKDUH�EDVHG� SD\PHQW� WUDQVDFWLRQ� ZKHUHE\�HPSOR\HHV�DUH�JLYHQ�WKH�RSSRUWXQLW\�WR�VXEVWLWXWH�D�SRUWLRQ�RI�WKHLU�FDVK�VDODU\�E\�HTXLW\�LQVWUXPHQWV�RI�WKH�HQWLW\�ZKLFK�KDYH�WKH�VDPH�YDOXH�DV�WKH�SRUWLRQ�RI�FDVK�VDODU\�JLYHQ�XS���&RQVHTXHQWO\�� ZH� UHFRPPHQG� WKH� %RDUG� FRQVLGHUV�PRGLI\LQJ� SDUDJUDSKV� ��� DQG� ��� VR� WKDW� WKH\� LQWURGXFH� D�UHEXWWDEOH� SUHVXPSWLRQ� WKDW�� IRU�HTXLW\�VHWWOHG� WUDQVDFWLRQV�ZLWK� HPSOR\HHV�� WKH� IDLU� YDOXH� RI� WKH� HTXLW\� LQVWUXPHQWV�JUDQWHG� LV�PRUH�UHDGLO\�GHWHUPLQDEOH�WKDQ�WKH�IDLU�YDOXH�RI�WKH�HPSOR\HH�VHUYLFHV�UHFHLYHG�����

4��� 3DUDJUDSKV� ��� DQG� ��� RI� WKH� GUDIW� ,)56� SURSRVH�UHTXLUHPHQWV� IRU� GHWHUPLQLQJ� ZKHQ� WKH� FRXQWHUSDUW\�UHQGHUV� VHUYLFH� IRU� WKH� HTXLW\� LQVWUXPHQWV� JUDQWHG�� EDVHG�RQ� ZKHWKHU� WKH� FRXQWHUSDUW\� LV� UHTXLUHG� WR� FRPSOHWH� D�VSHFLILHG� SHULRG� RI� VHUYLFH� EHIRUH� WKH� HTXLW\� LQVWUXPHQWV�YHVW��
'R� \RX� DJUHH� WKDW� LW� LV� UHDVRQDEOH� WR� SUHVXPH� WKDW� WKH�VHUYLFHV�UHQGHUHG�E\�WKH�FRXQWHUSDUW\�DV�FRQVLGHUDWLRQ�IRU�WKH� HTXLW\� LQVWUXPHQWV� DUH� UHFHLYHG� GXULQJ� WKH� YHVWLQJ�SHULRG"� � ,I� QRW�� ZKHQ� DUH� WKH� VHUYLFHV� UHFHLYHG�� LQ� \RXU�YLHZ"�
�
5HVSRQVH
:KLOH�ZH�DJUHH�ZLWK�WKH�,$6%�SURSRVDO�ZH�EHOLHYH�LW�LV�QRW�DOZD\V� DSSURSULDWH� WR� SUHVXPH� WKDW� WKH� VHUYLFHV� UHQGHUHG�E\� WKH� FRXQWHUSDUW\� DV� FRQVLGHUDWLRQ� IRU� WKH� HTXLW\�LQVWUXPHQWV� DUH� UHFHLYHG� GXULQJ� WKH� YHVWLQJ� SHULRG�� � :H�WKHUHIRUH� UHFRPPHQG� WKH� %RDUG� WR� LQFOXGH� LQ� WKH� ILUVW�VHQWHQFH� RI� SDUDJUDSK� ��� WKH� ZRUGV� ³LQ� WKH� DEVHQFH� RI�HYLGHQFH� WR� WKH� FRQWUDU\´�� � )RU� WKH� VDPH� UHDVRQ�� ZH�VXJJHVW� WKDW� LQ� WKH� ODVW�VHQWHQFH�RI�SDUDJUDSK����³YHVWLQJ�SHULRG´�EH�UHSODFHG�E\�³VHUYLFH�SHULRG´���



$SSHQGL[���

��

4��� ,I� WKH� VHUYLFHV� UHFHLYHG� DUH� PHDVXUHG� E\� XVLQJ� WKH� IDLU�YDOXH� RI� WKH� HTXLW\� LQVWUXPHQWV� JUDQWHG� DV� D� VXUURJDWH�PHDVXUH�� WKH� GUDIW� ,)56� SURSRVHV� WKDW� WKH� HQWLW\� VKRXOG�GHWHUPLQH� WKH� DPRXQW� WR� DWWULEXWH� WR� HDFK� XQLW� RI� VHUYLFH�UHFHLYHG��E\�GLYLGLQJ�WKH�IDLU�YDOXH�RI�WKH�HTXLW\�LQVWUXPHQWV�JUDQWHG� E\� WKH� QXPEHU� RI� XQLWV� RI� VHUYLFH� H[SHFWHG� WR� EH�UHFHLYHG�GXULQJ�WKH�YHVWLQJ�SHULRG��SDUDJUDSK������
'R�\RX�DJUHH�WKDW�LI�WKH�IDLU�YDOXH�RI�WKH�HTXLW\�LQVWUXPHQWV�JUDQWHG�LV�XVHG�DV�D�VXUURJDWH�PHDVXUH�RI�WKH�IDLU�YDOXH�RI�WKH� VHUYLFHV� UHFHLYHG�� LW� LV� QHFHVVDU\� WR� GHWHUPLQH� WKH�DPRXQW�WR�DWWULEXWH�WR�HDFK�XQLW�RI�VHUYLFH�UHFHLYHG"��,I�QRW��ZKDW�DOWHUQDWLYH�DSSURDFK�GR�\RX�SURSRVH"� � ,I�DQ�HQWLW\� LV�UHTXLUHG�WR�GHWHUPLQH�WKH�DPRXQW�WR�DWWULEXWH�WR�HDFK�XQLW�RI�VHUYLFH� UHFHLYHG�� GR� \RX� DJUHH� WKDW� WKLV� VKRXOG� EH�FDOFXODWHG� E\� GLYLGLQJ� WKH� IDLU� YDOXH� RI� WKH� HTXLW\�LQVWUXPHQWV� JUDQWHG� E\� WKH� QXPEHU� RI� XQLWV� RI� VHUYLFHV�H[SHFWHG� WR�EH�UHFHLYHG�GXULQJ�WKH�YHVWLQJ�SHULRG"�� ,I�QRW��ZKDW�DOWHUQDWLYH�PHWKRG�GR�\RX�SURSRVH"��

� 5HVSRQVH
:H�DJUHH� WKDW� LW� LV� QHFHVVDU\� WR� GHWHUPLQH� WKH�DPRXQW� WR�DWWULEXWH� WR�HDFK�XQLW� RI� VHUYLFH� WR�EH� UHFHLYHG�DQG�DFFHSW�WKH�SURSRVHG�PHWKRG�DV�GHVFULEHG�LQ�SDUD����DQG�LOOXVWUDWHG�LQ� $SSHQGL[� %� ±� H[DPSOH� ��� � 2XU� GHOLEHUDWLRQV� RI� WKH�FRPPHQWV� UHFHLYHG� DV� ZHOO� DV� D� GHWDLOHG� DQDO\VLV� RI� WKH�GLIIHUHQFHV� LQ�PHDVXUHPHQW�SKLORVRSK\�EHWZHHQ�('���DQG�6)$6� ���� �VHH� IROORZLQJ� SDUDJUDSKV�� EURXJKW� XV� WR� WKH�FRQFOXVLRQ� WR� PRGLI\� RXU� LQLWLDO� SRVLWLRQ� LQ� VXSSRUWLQJ� IXOO�WUXLQJ�XS���7KH� ,$6%¶V� SURSRVDO� GLIIHUV� VLJQLILFDQWO\� IURP� WKH� )$6%¶V�6)$6�����PHWKRG���6HYHUDO�FRPPHQWDWRUV�KDYH�H[SUHVVHG�WKHLU� VWURQJ� GHVLUH� WR� DFKLHYH� JOREDO� FRQYHUJHQFH� RQ� WKH�PHDVXUHPHQW� PHWKRG�� � ,Q� WKLV� FRQWH[W�� ZH� FRQVLGHUHG� LW�XVHIXO� WR� VXJJHVW� DQ� DOWHUQDWLYH� PHWKRG� ZKLFK� LV� D�FRPELQDWLRQ� RI� WKH� ('� �� DQG� 6)$6� ���� PHWKRG�� � 7KLV�DOWHUQDWLYH��DV�LOOXVWUDWHG�LQ�$SSHQGL[����GLIIHUV�IURP�WKH�('�� DSSURDFK�LQ�WKDW�LW�GRHV�QRW�XVH�WKH�XQLW�RI�VHUYLFH�PHWKRG�DQG� GRHV� QRW� UHTXLUH� WR� ³FDVW� LQ� VWRQH´� WKH� H[SHFWHG�IRUIHLWXUH�DW�JUDQW�GDWH�E\�LQFRUSRUDWLQJ�LW�LQ�WKH�GHHPHG�IDLU�YDOXH� SHU� XQLW� RI� VHUYLFH�� � ,QVWHDG�� XQGHU� WKH� SURSRVHG�DOWHUQDWLYH�LW�LV�DUJXHG�WKDW�LW�LV�QRW�QHFHVVDU\�WR�UHGXFH�WKH�IDLU�YDOXH�DW�JUDQW�GDWH�RI� WKH� LQVWUXPHQW�JUDQWHG�WR�UHIOHFW�DQ\�YHVWLQJ�FRQGLWLRQV���7KLV�LV�H[SODLQHG�E\�WKH�IDFW�WKDW�WKH�PDLQ� REMHFWLYH� RI� ('� �� LV� QRW� WR� PHDVXUH� WKH� H[SHFWHG�VHUYLFHV�WR�EH�UHFHLYHG�EXW�WKRVH�DFWXDOO\�UHFHLYHG���8QGHU�RXU�SURSRVHG�DOWHUQDWLYH�DSSURDFK�VWHS�E��³HVWLPDWH�DW�JUDQW�GDWH�WKH�QXPEHU�RI�XQLWV�RI�VHUYLFH�H[SHFWHG�WR�EH��UHFHLYHG�GXULQJ� WKH�YHVWLQJ�SHULRG´�DQG�VWHS�F�� ³GLYLGH� WKH�IDLU�YDOXH�RI� WKH�HTXLW\� LQVWUXPHQWV�JUDQWHG�E\�WKH�QXPEHU�RI� XQLWV� RI� VHUYLFH� H[SHFWHG� WR� EH� UHFHLYHG� GXULQJ� WKH�YHVWLQJ� SHULRG´� RI� SDUD� ��� DUH� QR� ORQJHU� QHFHVVDU\�� �:H�
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��

WKHUHIRUH� FRQVLGHU� RXU� DOWHUQDWLYH� OHVV� FRPSOH[�� � ,W� GLIIHUV�IURP�6)$6����� LQ� WKDW�ZH�SURSRVH�QRW�WR�KDYH�D�FDWFK�XS��WUXH�XS�� DGMXVWPHQW� WR� XOWLPDWHO\� UHIOHFW� RQO\� WKH� YDOXH� RI�WKH�LQVWUXPHQWV�WKDW�YHVW���7KH�UHDVRQ�LV�WKDW�ZH�VXSSRUW�WKH�PDLQ�REMHFWLYH�RI�('���ZKLFK�LV�UHFRJQLWLRQ�RI�WKH�VHUYLFHV�UHFHLYHG���,Q� RXU� RSLQLRQ�� RXU� SURSRVHG� DOWHUQDWLYH� EHWWHU� UHIOHFWV�DFWXDO� VHUYLFHV� UHFHLYHG� ZKLFK� LV� WKH� SULPDU\� REMHFWLYH� RI�WKH� VWDQGDUG�� � 7KH� HIIHFW� RI� WKH� ('� �� OLPLWDWLRQ� EHFRPHV�HYHQ�PRUH�DSSDUHQW� LQ� WKH�FDVH�RI�SHUIRUPDQFH�IRUIHLWXUH��DV� FRPPHQWHG� XSRQ� LQ� RXU� DQVZHU� WR� TXHVWLRQ� ���� � :H�EHOLHYH� WKDW� WKLV� OLPLWDWLRQ� RI� ('� �� LV� LQ� FRQIOLFW� ZLWK� WKH�LQFUHDVHG� UHTXLUHPHQW� IRU� UH�DVVHVVPHQW� RI� HVWLPDWHV� LQ�RWKHU�,$6%�VWDQGDUGV�����

4���� ,Q� DQ� HTXLW\�VHWWOHG� VKDUH�EDVHG� SD\PHQW� WUDQVDFWLRQ�� WKH�GUDIW� ,)56� SURSRVHV� WKDW� KDYLQJ� UHFRJQLVHG� WKH� VHUYLFHV�UHFHLYHG��DQG�D�FRUUHVSRQGLQJ�LQFUHDVH�LQ�HTXLW\��WKH�HQWLW\�VKRXOG� PDNH� QR� VXEVHTXHQW� DGMXVWPHQW� WR� WRWDO� HTXLW\��HYHQ�LI�WKH�HTXLW\�LQVWUXPHQWV�JUDQWHG�GR�QRW�YHVW�RU��LQ�WKH�FDVH� RI� RSWLRQV�� WKH� RSWLRQV�DUH� QRW� H[HUFLVHG� �SDUDJUDSK�������+RZHYHU��WKLV�UHTXLUHPHQW�GRHV�QRW�SUHFOXGH�WKH�HQWLW\�IURP�UHFRJQLVLQJ�D�WUDQVIHU�ZLWKLQ�HTXLW\��LH�D�WUDQVIHU�IURP�RQH�FRPSRQHQW�RI�HTXLW\�WR�DQRWKHU��
'R� \RX� DJUHH� ZLWK� WKLV� SURSRVHG� UHTXLUHPHQW"� � ,I� QRW�� LQ�ZKDW�FLUFXPVWDQFHV�VKRXOG�DQ�DGMXVWPHQW�EH�PDGH�WR�WRWDO�HTXLW\�DQG�ZK\"�

� 5HVSRQVH
:H�DJUHH�ZLWK� WKH� ,$6%�SURSRVDO� IRU� WKH�UHDVRQV�JLYHQ� LQ�WKH�%DVLV�IRU�&RQFOXVLRQV���

4���� 7KH�GUDIW�,)56�SURSRVHV�WKDW�WKH�HQWLW\�VKRXOG�PHDVXUH�WKH�IDLU� YDOXH� RI� HTXLW\� LQVWUXPHQWV� JUDQWHG�� EDVHG�RQ�PDUNHW�SULFHV� LI� DYDLODEOH�� WDNLQJ� LQWR� DFFRXQW� WKH� WHUPV� DQG�FRQGLWLRQV�RI�WKH�JUDQW��SDUDJUDSK�������,Q�WKH�DEVHQFH�RI�D�PDUNHW�SULFH��WKH�GUDIW�,)56�SURSRVHV�WKDW�WKH�HQWLW\�VKRXOG�HVWLPDWH� WKH� IDLU� YDOXH� RI� RSWLRQV� JUDQWHG�� E\� DSSO\LQJ� DQ�RSWLRQ�SULFLQJ�PRGHO�WKDW�WDNHV�LQWR�DFFRXQW�YDULRXV�IDFWRUV��QDPHO\� WKH� H[HUFLVH� SULFH� RI� WKH� RSWLRQ�� WKH� OLIH� RI� WKH�RSWLRQ�� WKH� FXUUHQW� SULFH� RI� WKH� XQGHUO\LQJ� VKDUHV�� WKH�H[SHFWHG� YRODWLOLW\� RI� WKH� VKDUH� SULFH�� WKH� GLYLGHQGV�H[SHFWHG� RQ� WKH� VKDUHV� �ZKHUH� DSSURSULDWH�� DQG� WKH� ULVN�IUHH� LQWHUHVW� UDWH� IRU� WKH� OLIH� RI� WKH�RSWLRQ� �SDUDJUDSK�������3DUDJUDSK� ��� RI� WKH� SURSRVHG� ,)56� H[SODLQV� ZKHQ� LW� LV�DSSURSULDWH�WR�WDNH�LQWR�DFFRXQW�H[SHFWHG�GLYLGHQGV���



$SSHQGL[���

��

'R� \RX� DJUHH� WKDW� DQ� RSWLRQ� SULFLQJ� PRGHO� VKRXOG� EH�DSSOLHG�WR�HVWLPDWH�WKH�IDLU�YDOXH�RI�RSWLRQV�JUDQWHG"��,I�QRW��E\�ZKDW�RWKHU�PHDQV�VKRXOG�WKH�IDLU�YDOXH�RI�WKH�RSWLRQV�EH�HVWLPDWHG"� � $UH� WKHUH� FLUFXPVWDQFHV� LQ�ZKLFK� LW�ZRXOG� EH�LQDSSURSULDWH� RU� LPSUDFWLFDEOH� WR� WDNH� LQWR� DFFRXQW� DQ\� RI�WKH�IDFWRUV�OLVWHG�DERYH�LQ�DSSO\LQJ�DQ�RSWLRQ�SULFLQJ�PRGHO"�
� 5HVSRQVH

:H�DJUHH�ZLWK� WKH� ,$6%�SURSRVDO� IRU� WKH�UHDVRQV�JLYHQ� LQ�WKH�%DVLV� IRU�&RQFOXVLRQV�� �+RZHYHU��ZH� UHFRPPHQG� WKDW�QR� UHIHUHQFH� LV�PDGH� WR� DQ\� VSHFLILF�RSWLRQ�SULFLQJ�PRGHO��VXFK� DV� %ODFN�6FKROHV�� RU� DQ\� VSHFLILF� NLQG� RI� RSWLRQ�SULFLQJ�PRGHO��H�J��ELQRPLDO�PRGHO����,QVWHDG��ZH�SUHIHU�WKH�VWDQGDUG� WR� UHIHU� WR� ³WKH�PRVW� UHOHYDQW�JHQHUDOO\�DFFHSWHG�RSWLRQ� SULFLQJ� PRGHO´�� � &HUWDLQ� PRGHOV� VXFK� DV� %ODFN�6FKROHV�ZHUH�GHYHORSHG� IRU�SHUIHFW�PDUNHWV�DQG� LQWHQGHG�IRU� WUDGHG� RSWLRQV� ZLWK� D� VKRUW� OLIH�� � 7KHUHIRUH�� WKHLU�DSSOLFDWLRQ�PD\�UHVXOW�LQ�VRPH�RYHUVWDWHPHQW�RI�YDOXH�ZKHQ�PHDVXULQJ�VKDUH�RSWLRQV�WKDW�DUH�QRW�UHDGLO\�PDUNHWDEOH����$ SULPH� FRQFHUQ� RI� VRPH� UHVSRQGHQWV� LV� KRZ� DQ� RSWLRQ�SULFLQJ�PRGHO�VKRXOG�EH�DSSOLHG�ZKHQ�QR�SDVW�SHUIRUPDQFH�LQIRUPDWLRQ� LV� DYDLODEOH� �H�J�� IRU� XQOLVWHG� RU� VWDUW�XS�FRPSDQLHV��� � 7KH� %RDUG� DGGUHVVHV� VXFK� VLWXDWLRQV� LQ� LWV�%DVLV� IRU� &RQFOXVLRQV� ������������������ DV� ZHOO� DV� LQ� LWV�,PSOHPHQWDWLRQ� *XLGDQFH�� � 7KH� FXUUHQW� �SULPDULO\� 86��SUDFWLFH� WR� VHW� YRODWLOLW\� DW� ]HUR� IRU� XQOLVWHG� RU� VWDUW�XS�FRPSDQLHV�LV�H[SOLFLWO\�H[FOXGHG�E\�WKH�%RDUG��DV�H[SODLQHG�LQ�%&���������)RU�FODULILFDWLRQ�SXUSRVHV��ZH�UHFRPPHQG�WKH�%RDUG�WR�LQFOXGH�VRPH�RI�WKH�JXLGDQFH�RQ�WKH�HVWLPDWLRQ�RI�H[SHFWHG�YRODWLOLW\�LQ�WKH�VWDQGDUG���
4���� ,I� DQ� RSWLRQ� LV� QRQ�WUDQVIHUDEOH�� WKH� GUDIW� ,)56� SURSRVHV�WKDW�WKH�H[SHFWHG�OLIH�RI�DQ�RSWLRQ�UDWKHU�WKDQ�LWV�FRQWUDFWHG�OLIH� VKRXOG� EH� XVHG� LQ� DSSO\LQJ� DQ� RSWLRQ� SULFLQJ� PRGHO��SDUDJUDSK� ����� � 7KH� GUDIW� ,)56� DOVR� SURSRVHV�UHTXLUHPHQWV� IRU� RSWLRQV� WKDW� DUH� VXEMHFW� WR� YHVWLQJ�FRQGLWLRQV� DQG� WKHUHIRUH� FDQQRW� EH� H[HUFLVHG� GXULQJ� WKH�YHVWLQJ�SHULRG��SDUDJUDSK������

'R�\RX�DJUHH�WKDW�UHSODFLQJ�DQ�RSWLRQ¶V�FRQWUDFWHG�OLIH�ZLWK�LWV�H[SHFWHG�OLIH�ZKHQ�DSSO\LQJ�DQ�RSWLRQ�SULFLQJ�PRGHO�LV�DQ�DSSURSULDWH�PHDQV�RI�DGMXVWLQJ�WKH�RSWLRQ¶V�IDLU�YDOXH�IRU�WKH�HIIHFWV� RI� QRQ�WUDQVIHUDELOLW\"� � ,I� QRW�� GR� \RX� KDYH� DQ�DOWHUQDWLYH� VXJJHVWLRQ"� � ,V� WKH� SURSRVHG� UHTXLUHPHQW� IRU�WDNLQJ�LQWR�DFFRXQW�WKH�LQDELOLW\�WR�H[HUFLVH�DQ�RSWLRQ�GXULQJ�WKH�YHVWLQJ�SHULRG�DSSURSULDWH"��
�
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� 5HVSRQVH
:H�DJUHH�WKDW�UHSODFLQJ�DQ�RSWLRQ¶V�FRQWUDFWHG� OLIH�ZLWK� LWV�H[SHFWHG� OLIH� LV�DSSURSULDWH�� �+RZHYHU��ZH�EHOLHYH�WKDW� WKH�H[SHFWHG� OLIH�PD\�EH�KLJKO\�VXEMHFWLYH�� �)RU�H[DPSOH��SDVW�H[SHULHQFH�RI�D�ODUJH�FRPSDQ\�LQ�D�EXOO�PDUNHW�PD\�EH�QR�JXLGH�IRU�D�QHZO\�OLVWHG�FRPSDQ\�LQ�D�EHDU�PDUNHW���

4���� ,I�D�JUDQW�RI�VKDUHV�RU�RSWLRQV�LV�FRQGLWLRQDO�XSRQ�VDWLVI\LQJ�VSHFLILHG� YHVWLQJ� FRQGLWLRQV�� WKH� GUDIW� ,)56� SURSRVHV� WKDW�WKHVH� FRQGLWLRQV� VKRXOG� EH� WDNHQ� LQWR� DFFRXQW� ZKHQ� DQ�HQWLW\� PHDVXUHV� WKH� IDLU� YDOXH� RI� WKH� VKDUHV� RU� RSWLRQV�JUDQWHG�� � ,Q� WKH�FDVH�RI�RSWLRQV��YHVWLQJ�FRQGLWLRQV�VKRXOG�EH�WDNHQ�LQWR�DFFRXQW�HLWKHU�E\�LQFRUSRUDWLQJ�WKHP�LQWR�WKH�DSSOLFDWLRQ� RI� DQ� RSWLRQ� SULFLQJ� PRGHO� RU� E\� PDNLQJ� DQ�DSSURSULDWH� DGMXVWPHQW� WR� WKH� YDOXH� SURGXFHG� E\� VXFK� D�PRGHO��SDUDJUDSK������
'R�\RX�DJUHH� WKDW�YHVWLQJ�FRQGLWLRQV�VKRXOG�EH� WDNHQ� LQWR�DFFRXQW�ZKHQ�HVWLPDWLQJ�WKH�IDLU�YDOXH�RI�RSWLRQV�RU�VKDUHV�JUDQWHG"��,I�QRW��ZK\�QRW"��'R�\RX�KDYH�DQ\�VXJJHVWLRQV�IRU�KRZ�YHVWLQJ�FRQGLWLRQV�VKRXOG�EH�WDNHQ� LQWR�DFFRXQW�ZKHQ�HVWLPDWLQJ�WKH�IDLU�YDOXH�RI�VKDUHV�RU�RSWLRQV�JUDQWHG"�
�
5HVSRQVH
:H� DFFHSW� WKH� %RDUG¶V� SURSRVHG�PHWKRG� DV� GHVFULEHG� LQ�SDUDJUDSK� ��� DQG� LOOXVWUDWHG� LQ� $SSHQGL[� %� ±� ([DPSOH� ����+RZHYHU�� WKH� ,$6%¶V�SURSRVDO�GLIIHUV�VLJQLILFDQWO\� IURP�WKH�)$6%¶V� 6)$6� ���� PHWKRG�� � 6HYHUDO� FRPPHQWDWRUV� KDYH�H[SUHVVHG� WKHLU� VWURQJ� GHVLUH� WR� DFKLHYH� JOREDO�FRQYHUJHQFH�RQ�WKH�PHDVXUHPHQW�PHWKRG���,Q�WKLV�UHVSHFW��ZH� FRQVLGHUHG� LW� XVHIXO� WR� SURSRVH� DQ� DOWHUQDWLYH�PHWKRG�ZKLFK�LV�D�FRPELQDWLRQ�RI�WKH�('���DQG�6)$6�����PHWKRG���7KLV�DOWHUQDWLYH��DV�LOOXVWUDWHG�LQ�$SSHQGL[����GLIIHUV�IURP�WKH�('� �� DSSURDFK� LQ� WKDW� LV� GRHV� UHIOHFW� WKH� PRVW� UHFHQW�H[SHFWHG� RXWFRPH� RI� WKH� SHUIRUPDQFH� FRQGLWLRQ�� � 6R��VLPLODUO\� WR� WKH� 6)$6� ���� DSSURDFK�� WKH� HOHPHQW� RI�YDULDELOLW\� LQ� HPSOR\HH� FRPSHQVDWLRQ� LV� UHIOHFWHG� LQ� WKH�H[SHQVH� UHFRJQLVHG�� � :H� EHOLHYH� WKDW� VXFK� DQ� DSSURDFK�EHWWHU� HPEUDFHV� WKH�PDLQ� REMHFWLYH� RI� ('� �� ZKLFK� LV� WKH�UHFRJQLWLRQ� RI� WKH� DFWXDO� VHUYLFHV� UHFHLYHG�� LQVWHDG� RI� WKH�UHFRJQLWLRQ�RI�VHUYLFHV�H[SHFWHG�WR�EH�UHFHLYHG��DV�FXUUHQWO\�SURSRVHG�E\�('���� �$V�D� UHVXOW�� RQO\� WKH� IDLU� YDOXH�RI� WKH�HTXLW\� LQVWUXPHQW� JUDQWHG�� QRW� WDNLQJ� LQWR� DFFRXQW� DQ\�YHVWLQJ�FRQGLWLRQV��LV�RI�UHOHYDQFH�ZKHQ�PHDVXULQJ�VHUYLFHV�UHFHLYHG�� � 'LIIHUHQWO\� IURP� 6)$6� ����� ZH� SURSRVH� QRW� WR�KDYH� D� FDWFK�XS� �WUXH�XS�� DGMXVWPHQW� WR� XOWLPDWHO\� UHIOHFW�RQO\� WKH�YDOXH�RI� WKH� LQVWUXPHQWV�WKDW�YHVW�� �7KH�UHDVRQ� LV�WKDW� ZH� VXSSRUW� WKH� PDLQ� REMHFWLYH� RI� ('� �� ZKLFK� LV�UHFRJQLWLRQ�RI�WKH�VHUYLFHV�UHFHLYHG��
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��

�,Q�JHQHUDO��ZH�EHOLHYH�WKDW�WKH�VWDQGDUG�QHHGV�WR�EH�IXUWKHU�GHYHORSHG� WR� DGGUHVV� WKH� UHODWLRQVKLS� EHWZHHQ� YHVWLQJ�FRQGLWLRQV� DQG� VHUYLFH� �SHULRG��� � )RU� LQVWDQFH�� WKH� %RDUG�PD\�ZLVK� WR�GHEDWH��L��ZKHWKHU�D� WDUJHWHG�VKDUH�SULFH� LV�D�SURSHU� UHIOHFWLRQ� RI� PDQDJHPHQW¶V� SHUIRUPDQFH� DQG� �LL��ZKHWKHU� WKH�DFKLHYHPHQW�RI�D� WDUJHWHG�VKDUH�SULFH�FDQ�EH�UHDVRQDEO\�HVWLPDWHG���7KH�%RDUG�VKRXOG�DOVR�FRQVLGHU�KRZ�DQ�³HYHQW�GULYHQ´�YHVWLQJ��H�J��ZKHQ�WKH�HQWLW\�JRHV�SXEOLF��VKRXOG�EH�DFFRXQWHG� IRU�DQG� LQFOXGH� LWV�FRQFOXVLRQV� LQ� WKH�,PSOHPHQWDWLRQ�*XLGDQFH�RI�WKH�VWDQGDUG���:H�EHOLHYH�WKDW�DQ\� RSWLRQV� JUDQWHG� LQ� WKH� H[SHFWDWLRQ� RI� DQ� LQLWLDO� SXEOLF�RIIHULQJ� VKRXOG� DVVXPH� D� YRODWLOLW\� WKDW� UHIOHFWV� WKH� PRYH�IURP�XQTXRWHG�WR�TXRWHG�VWDWXV���

4���� )RU�RSWLRQV�ZLWK�D� UHORDG� IHDWXUH�� WKH�GUDIW� ,)56�SURSRVHV�WKDW�WKH�UHORDG�IHDWXUH�VKRXOG�EH�WDNHQ�LQWR�DFFRXQW��ZKHUH�SUDFWLFDEOH��ZKHQ�DQ�HQWLW\�PHDVXUHV� WKH� IDLU� YDOXH�RI� WKH�RSWLRQV�JUDQWHG���+RZHYHU��LI�WKH�UHORDG�IHDWXUH�LV�QRW�WDNHQ�LQWR� DFFRXQW� LQ� WKH� PHDVXUHPHQW� RI� WKH� IDLU� YDOXH� RI� WKH�RSWLRQV�JUDQWHG�� WKHQ� WKH� UHORDG�RSWLRQ�JUDQWHG�VKRXOG�EH�DFFRXQWHG�IRU�DV�D�QHZ�RSWLRQ�JUDQW��SDUDJUDSK������
,V�WKLV�SURSRVHG�UHTXLUHPHQW�DSSURSULDWH"��,I�QRW��ZK\�QRW"��'R�\RX�KDYH�DQ�DOWHUQDWLYH�SURSRVDO�IRU�GHDOLQJ�ZLWK�RSWLRQV�ZLWK�UHORDG�IHDWXUHV"�

� 5HVSRQVH
:H�DJUHH�ZLWK� WKH� ,$6%�SURSRVDO� IRU� WKH�UHDVRQV�JLYHQ� LQ�WKH�%DVLV� IRU�&RQFOXVLRQV�� �+RZHYHU��VRPH�FRPPHQWDWRUV�KDYH�UDLVHG�TXHVWLRQV�RQ�KRZ�UHORDG�IHDWXUHV�DFWXDOO\�ZRUN���:KLOH� ZH� EHOLHYH� WKH� GHILQLWLRQ� RI� D� UHORDG� IHDWXUH� LQ� WKH�*ORVVDU\�LV�FRUUHFW��ZH�UHFRPPHQG�WKH�%RDUG�WR�LOOXVWUDWH�LQ�$SSHQGL[� %� KRZ� VXFK� IHDWXUHV� ZRUN� DQG� VKRXOG� EH�DFFRXQWHG�IRU�XQGHU�('�����:LWK�UHJDUG�WR�WKH�GHILQLWLRQ�RI�UHORDG�RSWLRQ��ZH�ZRQGHU�ZKHWKHU�WKH�ZRUGV�³JUDQWHG�IRU�D�VKDUH´�DUH�QHFHVVDU\"��

4���� 7KH� GUDIW� ,)56� SURSRVHV� UHTXLUHPHQWV� IRU� WDNLQJ� LQWR�DFFRXQW� YDULRXV� IHDWXUHV� FRPPRQ� WR� HPSOR\HH� VKDUH�RSWLRQV��VXFK�DV�QRQ�WUDQVIHUDELOLW\��LQDELOLW\�WR�H[HUFLVH�WKH�RSWLRQ� GXULQJ� WKH� YHVWLQJ� SHULRG�� DQG� YHVWLQJ� FRQGLWLRQV��SDUDJUDSKV�����������
$UH� WKHUH� RWKHU� FRPPRQ� IHDWXUHV� RI� HPSOR\HH� VKDUH�RSWLRQV�IRU�ZKLFK�WKH�,)56�VKRXOG�VSHFLI\�UHTXLUHPHQWV"�
�
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��

�
5HVSRQVH
:H� EHOLHYH� WKDW� WKH� IROORZLQJ� IHDWXUHV� RI� HPSOR\HH� VKDUH�RSWLRQV�DIIHFW�WKH�WKHRUHWLFDO�YDOXH�RI�DQ�RSWLRQ���D�� 7KH�GLOXWLRQ�HIIHFW�RI�WKH�RSWLRQ�ZKHQ�D�ODUJH�QXPEHU�RI�VKDUHV�DUH�LQYROYHG��E�� 6SHFLILF� WLPH� EXFNHWV� �H�J�� GXULQJ� WKH� IRXU� ZHHNV�IROORZLQJ� WKH� TXDUWHUO\� HDUQLQJV� UHOHDVH�� GXULQJ� ZKLFK�WKH�RSWLRQV�FDQ�EH�H[HUFLVHG��� +RZHYHU�� PLQRU� DGMXVWPHQWV� FDQ� EH� PDGH� WR� WKH� RSWLRQ�YDOXH� SUHGLFWHG� E\� FRQYHQWLRQDO� RSWLRQ� SULFLQJ� PRGHOV� WR�DGMXVW� IRU� WKH�H[HUFLVH� UHVWULFWLRQV� LQ� WKH� VDPH�ZD\�DV� IRU�YHVWLQJ�FRQGLWLRQV���

4���� 7KH� GUDIW� ,)56� GRHV� QRW� FRQWDLQ� SUHVFULSWLYH�JXLGDQFH�RQ�WKH�HVWLPDWLRQ�RI�WKH�IDLU�YDOXH�RI�RSWLRQV��FRQVLVWHQWO\�ZLWK�WKH�%RDUG¶V�REMHFWLYH�RI�VHWWLQJ�SULQFLSOHV�EDVHG�VWDQGDUGV�DQG� WR� DOORZ� IRU� IXWXUH� GHYHORSPHQWV� LQ� YDOXDWLRQ�PHWKRGRORJLHV��
'R� \RX� DJUHH� ZLWK� WKLV� DSSURDFK"� � $UH� WKHUH� VSHFLILF�DVSHFWV�RI�YDOXLQJ�RSWLRQV�IRU�ZKLFK�VXFK�JXLGDQFH�VKRXOG�EH�JLYHQ"�

� 5HVSRQVH
:H�VXSSRUW�WKH�%RDUG¶V�DSSURDFK�QRW�WR�SUHVFULEH�LQ�GHWDLO�KRZ�WKH�IDLU�YDOXH�RI�RSWLRQV�VKRXOG�EH�HVWLPDWHG���

4���� ,I� DQ� HQWLW\� UHSULFHV� D� VKDUH� RSWLRQ�� RU� RWKHUZLVH�PRGLILHV�WKH� WHUPV� RU� FRQGLWLRQV� RQ�ZKLFK� HTXLW\� LQVWUXPHQWV� ZHUH�JUDQWHG�� WKH� GUDIW� ,)56� SURSRVHV� WKDW� WKH� HQWLW\� VKRXOG�PHDVXUH�WKH�LQFUHPHQWDO�YDOXH�JUDQWHG�XSRQ�UHSULFLQJ��DQG�LQFOXGH�WKDW�LQFUHPHQWDO�YDOXH�ZKHQ�PHDVXULQJ�WKH�VHUYLFHV�UHFHLYHG�� � 7KLV� PHDQV� WKDW� WKH� HQWLW\� LV� UHTXLUHG� WR�UHFRJQLVH� DGGLWLRQDO� DPRXQWV� IRU� VHUYLFHV� UHFHLYHG� GXULQJ�WKH� UHPDLQGHU� RI� WKH� YHVWLQJ� SHULRG�� L�H�� DGGLWLRQDO� WR� WKH�DPRXQWV�UHFRJQLVHG�LQ�UHVSHFW�RI�WKH�RULJLQDO�RSWLRQ�JUDQW���([DPSOH� �� LQ�$SSHQGL[�%� LOOXVWUDWHV� WKLV� UHTXLUHPHQW�� � $V�VKRZQ� LQ� WKDW� H[DPSOH�� WKH� LQFUHPHQWDO� YDOXH� JUDQWHG� RQ�UHSULFLQJ�LV�WUHDWHG�DV�D�QHZ�RSWLRQ�JUDQW��LQ�DGGLWLRQ�WR�WKH�RULJLQDO� RSWLRQ� JUDQW�� � $Q� DOWHUQDWLYH� DSSURDFK� LV� DOVR�LOOXVWUDWHG�� ZKHUHE\� WKH� WZR� JUDQWV� DUH� DYHUDJHG� DQG�VSUHDG�RYHU�WKH�UHPDLQGHU�RI�WKH�YHVWLQJ�SHULRG��
'R�\RX�DJUHH�WKDW�WKH�LQFUHPHQWDO�YDOXH�JUDQWHG�VKRXOG�EH�WDNHQ� LQWR�DFFRXQW�ZKHQ�PHDVXULQJ� WKH�VHUYLFHV� UHFHLYHG��UHVXOWLQJ� LQ� WKH� UHFRJQLWLRQ� RI� DGGLWLRQDO� DPRXQWV� LQ� WKH�



$SSHQGL[���

��

UHPDLQGHU�RI�WKH�YHVWLQJ�SHULRG"��,I�QRW��KRZ�GR�\RX�VXJJHVW�UHSULFLQJ� VKRXOG� EH� GHDOW� ZLWK"� � 2I� WKH� WZR� PHWKRGV�LOOXVWUDWHG�LQ�([DPSOH����ZKLFK�LV�PRUH�DSSURSULDWH"��:K\"�

5HVSRQVH
:H� DJUHH� WKDW� LI� DQ� HQWLW\� UHSULFHV� D� VKDUH� RSWLRQ�� RU�RWKHUZLVH�PRGLILHV�WKH�WHUPV�RU�FRQGLWLRQV�RQ�ZKLFK�HTXLW\�LQVWUXPHQWV� ZHUH� JUDQWHG�� LW� VKRXOG� PHDVXUH� WKH�LQFUHPHQWDO� YDOXH� JUDQWHG� XSRQ� UHSULFLQJ� DQG� LQFOXGH� WKDW�LQFUHPHQWDO� YDOXH� ZKHQ� PHDVXULQJ� WKH� VHUYLFHV� UHFHLYHG�GXULQJ�WKH�UHPDLQGHU�RI�WKH�YHVWLQJ�SHULRG���:H�EHOLHYH�WKDW�WKH�DOWHUQDWLYH�PHWKRG�LOOXVWUDWHG�LQ�H[DPSOH���RI�$SSHQGL[�% LV� WKH� PRVW� DSSURSULDWH� PHWKRG� EHFDXVH� XQGHU� WKLV�PHWKRG�WKH�WRWDO�H[SHQVH�RI�WKH�VHUYLFHV�UHFHLYHG�LV�EHWWHU�PDWFKHG� ZLWK� WKH� SHULRGV� LQ� ZKLFK� WKH� VHUYLFH� LV� DFWXDOO\�UHFHLYHG� �L�H�� \HDU� �� DQG� �� LQ� H[DPSOH� ���� � $IWHU� DOO�� WKH�%RDUG� FRQFOXGHG� �%&� ���� WKDW�� ZKHQ� DFFRXQWLQJ� IRU� DQ�HTXLW\�VHWWOHG�VKDUH�EDVHG�SD\PHQW�WUDQVDFWLRQ��WKH�SULPDU\�DFFRXQWLQJ�REMHFWLYH�LV�WR�DFFRXQW�IRU�WKH�JRRGV�RU�VHUYLFHV�UHFHLYHG� DV� FRQVLGHUDWLRQ�� � 7KLV� LV� EHWWHU� UHIOHFWHG� E\�FKDUJLQJ�WKH�VDPH�DPRXQW�IRU�HDFK�SHULRG�IURP�WKH�GDWH�RI�WKH� VHFRQG� JUDQW� WR� WKH� YHVWLQJ� GDWH� RI� WKDW� JUDQW�� � ,Q�DGGLWLRQ�� WKH� DOWHUQDWLYH� PHWKRG� UHIOHFWV� WKH� IDFW� WKDW� D�UHSULFLQJ� WRRN� SODFH� LQVWHDG� RI� DVVXPLQJ� WKDW� WKH� RULJLQDO�RSWLRQ� JUDQW� LV� VWLOO� LQ� SODFH�� DV� LV� GRQH� XQGHU� WKH� ILUVW�PHWKRG�����
)XUWKHU�� ZH� WKLQN� WKDW� LQ� H[DPSOH� �� RI� DSSHQGL[� %� WKH�FDOFXODWLRQ� RI� WKH� LQFUHPHQWDO� YDOXH� �SDJH� ��� ERWWRP��VKRXOG� EH� PRGLILHG� WR� WDNH� LQWR� DFFRXQW� WKH� ZHLJKWHG�DYHUDJH� SUREDELOLW\� WKDW� WKH� HPSOR\HHV� ZLOO� FRPSOHWH� WKH�UHTXLUHG�VHUYLFH�SHULRG��DV�LW�ZDV�GRQH�LQ�H[DPSOH�����,W� LV�RXU�XQGHUVWDQGLQJ�WKDW�WKLV�LV�D�GUDIWLQJ�RYHUVLJKW���

4���� ,I� DQ� HQWLW\� FDQFHOV� D� VKDUH� RU� RSWLRQ� JUDQW� GXULQJ� WKH�YHVWLQJ� SHULRG� �RWKHU� WKDQ� D� JUDQW� FDQFHOOHG� E\� IRUIHLWXUH�ZKHQ� WKH� YHVWLQJ� FRQGLWLRQV� DUH� QRW� VDWLVILHG��� WKH� GUDIW�,)56�SURSRVHV�WKDW�WKH�HQWLW\�VKRXOG�FRQWLQXH�WR�UHFRJQLVH�WKH�VHUYLFHV�UHQGHUHG�E\�WKH�FRXQWHUSDUW\�LQ�WKH�UHPDLQGHU�RI� WKH� YHVWLQJ� SHULRG�� DV� LI� WKDW� JUDQW� KDG� QRW� EHHQ�FDQFHOOHG�� �7KH�GUDIW� ,)56�DOVR�SURSRVHV�UHTXLUHPHQWV�IRU�GHDOLQJ� ZLWK� DQ\� SD\PHQW� PDGH� RQ� FDQFHOODWLRQ� DQG�RU� D�JUDQW� RI� UHSODFHPHQW� RSWLRQV�� DQG� IRU� WKH� UHSXUFKDVH� RI�YHVWHG�HTXLW\�LQVWUXPHQWV��
$UH�WKH�SURSRVHG�UHTXLUHPHQWV�DSSURSULDWH"��,I�QRW��SOHDVH�H[SODLQ� ZK\� QRW� DQG� SURYLGH� GHWDLOV� RI� \RXU� VXJJHVWHG�DOWHUQDWLYH�DSSURDFK��

�
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��

5HVSRQVH
:H�ILQG�WKH�%RDUG¶V�DSSURDFK�DV�GHVFULEHG�XQGHU�SDUD�����D���%&� ����� WRR� UHVWULFWLYH�� � )RU� LQVWDQFH�� LQ� WKH� FDVH� RI�EXVLQHVV� FRPELQDWLRQV�� VKDUH� RSWLRQV� DUH� VRPHWLPHV�FDQFHOOHG� DQG� UHSODFHG� E\� FDVK� UHPXQHUDWLRQ� �LQFUHDVHG�PRQWKO\�VDODU\����,I�WKH�HQWLW\�ZHUH�WR�EH�UHTXLUHG�WR�³FRQWLQXH�WR�DFFRXQW�IRU�VHUYLFHV�UHQGHUHG�GXULQJ�WKH�UHPDLQGHU�RI�WKH�YHVWLQJ�SHULRG�� DV� LI� WKH�JUDQW� KDG�QRW� EHHQ�FDQFHOOHG´��ZH�EHOLHYH� WKDW� VXFK� DFFRXQWLQJ� ZRXOG� UHVXOW� LQ� LQDSSURSULDWH�ILQDQFLDO� UHSRUWLQJ�� �:H� WKHUHIRUH� UHFRPPHQG� WKH�%RDUG� WR�DPHQG� SDUD� ��� VR� WKDW� QR� IXWXUH� H[SHQVLQJ� LV� UHTXLUHG� IRU�JHQXLQH�FDQFHOODWLRQV���$V�D�UHVXOW��ZH�VXJJHVW�UHSODFHPHQW�RI� WKH�VHFRQG�SDUW�RI� WKH�ILUVW�VHQWHQFH�RI�SDUDJUDSK�����E��³H[FHSW�WR�WKH�H[WHQW�«�³�E\�³WR�WKH�H[WHQW�WKDW�WKH�SD\PHQW�LV�QRW� KLJKHU� WKDQ� �L�� WKH� IDLU� YDOXH� RI� WKH� UHSXUFKDVHG� HTXLW\�LQWHUHVW�DW�UHSXUFKDVH�GDWH�DQG��LL��WKH�DPRXQW�RI�WKH�HTXLW\�FRPSRQHQW�SUHYLRXVO\�UHFRJQLVHG�WR�DFFRXQW�IRU�WKH�JUDQW�RI�WKH�HTXLW\�LQVWUXPHQW´���&RQVHTXHQWO\��³VXFK´�FDQ�EH�GHOHWHG�LQ� WKH�VHFRQG�VHQWHQFH�RI�SDUDJUDSK�����E��� �7R�FODULI\� WKLV�UHTXLUHPHQW�� ZH� UHFRPPHQG� WKH� %RDUG� WR� LOOXVWUDWH� WKLV�DFFRXQWLQJ�UHTXLUHPHQW�LQ�DQ�H[DPSOH�LQ�DSSHQGL[�%���%DVHG� RQ� RXU� SURSRVHG� DPHQGPHQWV�� D� FRQVHTXHQWLDO�FKDQJH� WR� SDUDJUDSK���� LV� QHHGHG�� �:H� WKHUHIRUH� VXJJHVW�UHSODFLQJ�WKH�VHFRQG�SDUW�RI�WKH�ILUVW�VHQWHQFH�RI�SDUDJUDSK���� E\� ³WKDW� FDVK� SD\PHQW� VKDOO� EH� FRQVLGHUHG� DV� D�UHSXUFKDVH�RI�WKH�HTXLW\�LQVWUXPHQW�IRU�WKH�DPRXQW�RI�HTXLW\�SUHYLRXVO\� UHFRJQLVHG�� � $Q\� H[FHVV� VKDOO� EH� UHFRJQLVHG� DV�DQ�H[SHQVH�´��7KH�UHPDLQGHU�RI�SDUDJUDSK����VKRXOG�WKHQ�EH�GHOHWHG���

4���� )RU� FDVK�VHWWOHG� VKDUH�EDVHG� SD\PHQW� WUDQVDFWLRQV�� WKH�GUDIW� ,)56� SURSRVHV� WKDW� WKH� HQWLW\� VKRXOG� PHDVXUH� WKH�JRRGV�RU�VHUYLFHV�DFTXLUHG�DQG� WKH� OLDELOLW\� LQFXUUHG�DW� WKH�IDLU� YDOXH� RI� WKH� OLDELOLW\�� � 8QWLO� WKH� OLDELOLW\� LV� VHWWOHG�� WKH�HQWLW\�VKRXOG�UHPHDVXUH�WKH�IDLU�YDOXH�RI�WKH�OLDELOLW\�DW�HDFK�UHSRUWLQJ�GDWH��ZLWK�DQ\�FKDQJHV�LQ�YDOXH�UHFRJQLVHG�LQ�WKH�LQFRPH�VWDWHPHQW����
$UH�WKH�SURSRVHG�UHTXLUHPHQWV�DSSURSULDWH"��,I�QRW��SOHDVH�SURYLGH�GHWDLOV�RI�\RXU�VXJJHVWHG�DOWHUQDWLYH�DSSURDFK��

�
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��

� 5HVSRQVH
:H�DJUHH�ZLWK� WKH� ,$6%�SURSRVDO� IRU� WKH�UHDVRQV�JLYHQ� LQ�WKH�%DVLV�IRU�&RQFOXVLRQV���

4���� )RU� VKDUH�EDVHG� SD\PHQW� WUDQVDFWLRQV� LQ�ZKLFK� HLWKHU� WKH�HQWLW\� RU� WKH� VXSSOLHU� RI� JRRGV� RU� VHUYLFHV� PD\� FKRRVH�ZKHWKHU� WKH� HQWLW\� VHWWOHV� WKH� WUDQVDFWLRQ� LQ� FDVK� RU� E\�LVVXLQJ�HTXLW\�LQVWUXPHQWV��WKH�GUDIW�,)56�SURSRVHV�WKDW�WKH�HQWLW\�VKRXOG�DFFRXQW�IRU�WKH�WUDQVDFWLRQ��RU�WKH�FRPSRQHQWV�RI�WKDW�WUDQVDFWLRQ��DV�D�FDVK�VHWWOHG�VKDUH�EDVHG�SD\PHQW�WUDQVDFWLRQ� LI� WKH� HQWLW\� KDV� LQFXUUHG� D� OLDELOLW\� WR� VHWWOH� LQ�FDVK�� RU� DV� DQ� HTXLW\�VHWWOHG� VKDUH�EDVHG� SD\PHQW�WUDQVDFWLRQ�LI�QR�VXFK�OLDELOLW\�KDV�EHHQ�LQFXUUHG���7KH�GUDIW�,)56�SURSRVHV�YDULRXV�UHTXLUHPHQWV�WR�DSSO\�WKLV�SULQFLSOH��
$UH�WKH�SURSRVHG�UHTXLUHPHQWV�DSSURSULDWH"��,I�QRW��SOHDVH�SURYLGH�GHWDLOV�RI�\RXU�VXJJHVWHG�DOWHUQDWLYH�DSSURDFK��

� 5HVSRQVH
:H�EHOLHYH�WKDW�WKH�SURSRVHG�UHTXLUHPHQW�LQ�SDUDJUDSK����ZLOO�UHVXOW�LQ�GRXEOH�FRXQWLQJ�ZKHQ�WKH�FRXQWHUSDUW\�RSWV�IRU�IXOO� FDVK� VHWWOHPHQW� ZKLOH� WKH� HQWLW\� KDG� DQWLFLSDWHG� DQ�HTXLW\�VHWWOHPHQW�� �:H�UHIHU� WR�RXU�SURSRVHG�DPHQGPHQWV�LQFOXGHG�LQ�RXU�DQVZHU�WR�TXHVWLRQ����LQ�WKLV�UHVSHFW���

4���� 7KH� GUDIW� ,)56� SURSRVHV� WKDW� DQ� HQWLW\� VKRXOG� GLVFORVH�LQIRUPDWLRQ�WR�HQDEOH�XVHUV�RI�� ILQDQFLDO� VWDWHPHQWV� WR�XQGHUVWDQG��
D�� WKH� QDWXUH� DQG� H[WHQW� RI� VKDUH�EDVHG� SD\PHQW�DUUDQJHPHQWV�WKDW�H[LVWHG�GXULQJ�WKH�SHULRG��
E�� KRZ�WKH�IDLU�YDOXH�RI�WKH�JRRGV�RU�VHUYLFHV�UHFHLYHG��RU�WKH� IDLU�YDOXH�RI� WKH�HTXLW\� LQVWUXPHQWV�JUDQWHG��GXULQJ�WKH�SHULRG�ZDV�GHWHUPLQHG��DQG�
F�� WKH� HIIHFW� RI� H[SHQVHV� DULVLQJ� IURP� VKDUH�EDVHG�SD\PHQW�WUDQVDFWLRQV�RQ�WKH�HQWLW\¶V�SURILW�RU�ORVV��
$UH� WKHVH� GLVFORVXUH� UHTXLUHPHQWV� DSSURSULDWH"� � ,I� QRW��ZKLFK� GLVFORVXUH� UHTXLUHPHQWV� GR� \RX� VXJJHVW� VKRXOG� EH�DGGHG��GHOHWHG�RU�DPHQGHG��DQG�KRZ�"�

� 5HVSRQVH
:H�VXSSRUW�WKH�GLVFORVXUH�SULQFLSOHV�VHW�RXW�LQ�SDUDV�������DQG� ��� EXW� EHOLHYH� WKDW� WKH� PLQLPXP� GLVFORVXUH�UHTXLUHPHQWV� �ODEHOOHG� �L���LL���LLL��«� LQ� SDUDJUDSKV� ��� DQG����� DUH�� ZLWK� WKH� H[FHSWLRQ� RI� SDUDJUDSK� ��� �D�� �L���
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��

EXUGHQVRPH�IRU�SUHSDUHUV���$IWHU�DOO��WKH�GLVFORVXUHV�VKRXOG�VXSSRUW�WKH�XQGHUVWDQGLQJ�DQG�LQWHUSUHWDWLRQ�RI�WKH�DPRXQWV�UHFRJQLVHG� DQG� VKRXOG� QRW� EH� FRQVLGHUHG� DV� VWDQG�DORQH�LQIRUPDWLRQ�� �'LVFORVXUH� VKRXOG�FRQFHQWUDWH�RQ� WKH� IDFWRUV�WR� ZKLFK� HVWLPDWHG� DPRXQWV� DUH� WKH� PRVW� VHQVLWLYH��SDUWLFXODUO\�LI�WKH\�UHODWH�WR�DQ�DVVXPSWLRQ�WKDW�LV�HVVHQWLDOO\�VXEMHFWLYH��VXFK�DV�WKH�H[SHFWHG�YRODWLOLW\�DQG�H[SHFWHG�OLIH�RI�DQ�RSWLRQ�� �7KH�SURSRVHG� OHYHO�RI�GLVFORVXUH�PLJKW�DOVR�REVFXUH� WKH� NH\� PHVVDJHV� WR� WKH� XVHUV� RI� ILQDQFLDO�VWDWHPHQWV�� � 7KH� REMHFW� RI� GLVFORVXUH� VKRXOG� QRW� EH� WR�HQDEOH�XVHUV�WR�FKHFN�WKH�FDOFXODWLRQV�PDGH�E\�WKH�HQWLW\��� 7KH�GLVFORVXUH�RI�FRQFUHWH�QXPEHUV�RI�H[SHFWHG�GLYLGHQGV��SDUDJUDSK���� �E�� �LLL��� UDWKHU� WKDQ�D�JHQHUDO� GLVFORVXUH�RI�WKH�GLYLGHQG�SROLF\� LV� FRQVLGHUHG�FRPPHUFLDOO\�VKDUH�SULFH�VHQVLWLYH� LQIRUPDWLRQ� ZKLOH� LWV� ZHLJKW� LQ� DQ� RSWLRQ� SULFLQJ�PRGHO� LV� OLPLWHG�� � :H� WKHUHIRUH� VXJJHVW� WKH� %RDUG� WR�FRQVLGHU� UHTXLULQJ�D�GHVFULSWLRQ�RI� WKH�GLYLGHQG�SROLF\� WKDW�ZDV� DSSOLHG� WR� GHWHUPLQH� WKH� LQSXW� WR� WKH� RSWLRQ� SULFLQJ�PRGHO���&RQVHTXHQWO\�� ZH� UHFRPPHQG� WKDW� WKH� GLVFORVXUH�UHTXLUHPHQWV�ODEHOOHG��L���LL���LLL��«�LQ�SDUDJUDSKV�������DQG�����ZLWK�WKH�H[FHSWLRQ�RI�SDUDJUDSK�����D���L���EH�WUHDWHG�DV�LOOXVWUDWLYH�UDWKHU�WKDQ�PDQGDWRU\���7KH\�VKRXOG�WKHUHIRUH�EH�LQFOXGHG�LQ�$SSHQGL[�'���

4���� 7KH� GUDIW� ,)56� SURSRVHV� WKDW� DQ� HQWLW\� VKRXOG� DSSO\� WKH�UHTXLUHPHQWV� RI� WKH� ,)56� WR� JUDQWV� RI� HTXLW\� LQVWUXPHQWV�WKDW�ZHUH�JUDQWHG�DIWHU�WKH�SXEOLFDWLRQ�GDWH�RI�WKLV�([SRVXUH�'UDIW�DQG�KDG�QRW�YHVWHG�DW�WKH�HIIHFWLYH�GDWH�RI�WKH�,)56���,W�DOVR�SURSRVHV� WKDW�DQ�HQWLW\�VKRXOG�DSSO\�UHWURVSHFWLYHO\�WKH� UHTXLUHPHQWV� RI� WKH� ,)56� WR� OLDELOLWLHV� H[LVWLQJ� DW� WKH�HIIHFWLYH� GDWH� RI� WKH� ,)56�� H[FHSW� WKDW� WKH� HQWLW\� LV� QRW�UHTXLUHG� WR�PHDVXUH�YHVWHG�VKDUH�DSSUHFLDWLRQ�ULJKWV� �DQG�VLPLODU� OLDELOLWLHV��DW� IDLU�YDOXH��EXW� LQVWHDG�VKRXOG�PHDVXUH�VXFK� OLDELOLWLHV� DW� WKHLU� VHWWOHPHQW� DPRXQW� �LH�WKH� DPRXQW�WKDW�ZRXOG�KDYH�EHHQ�SDLG�RQ�VHWWOHPHQW�RI�WKH�OLDELOLW\�KDG�WKH� FRXQWHUSDUW\� GHPDQGHG� VHWWOHPHQW� DW� WKH� GDWH� WKH�OLDELOLW\�LV�PHDVXUHG���
$UH�WKH�SURSRVHG�UHTXLUHPHQWV�DSSURSULDWH"��,I�QRW��SOHDVH�SURYLGH� GHWDLOV� RI� \RXU� VXJJHVWLRQV� IRU� WKH� ,)56¶V�WUDQVLWLRQDO�SURYLVLRQV��
�
5HVSRQVH
%HFDXVH�RI�WKH�JUDQW�GDWH�VXUURJDWH�PHDVXUHPHQW��VHH�DOVR�RXU� DQVZHU� WR� TXHVWLRQ� �� DERYH�� IRU� FHUWDLQ� HTXLW\�VHWWOHG�VKDUH�EDVHG� SD\PHQW� WUDQVDFWLRQV�� DQ\� SURVSHFWLYH�DSSOLFDWLRQ� UHTXLUHPHQW�KDV�DOVR�D� UHWURVSHFWLYH�FKDUDFWHU���,Q� JHQHUDO�� ZH� EHOLHYH� WKDW� DQ� DFFRXQWLQJ� VWDQGDUG� VKDOO�
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��

RQO\� EH� DSSOLHG� SURVSHFWLYHO\� IURP� WKH� GDWH� LW� LV� LVVXHG���7KHUHIRUH�� ZH� DVN� WKH� %RDUG� WR� UHTXLUH� RQO\� SURVSHFWLYH�DSSOLFDWLRQ� IRU� VKDUH�EDVHG� SD\PHQW� WUDQVDFWLRQV� HQWHUHG�LQWR�DIWHU� WKH�GDWH� WKH�VWDQGDUG� LV� LVVXHG�ZLWK�DQ�RSWLRQ� WR�DSSO\� WKH� VWDQGDUG� DOVR� SURVSHFWLYHO\� IRU� SODQV� H[LVWLQJ� DW�WKH�GDWH�RI�LVVXDQFH�RI�WKH�VWDQGDUG��:H�DOVR�EHOLHYH�WKDW�WKH�UHIHUHQFH�WR�WKH�SXEOLFDWLRQ�GDWH�RI�WKH� H[SRVXUH� GUDIW� ��� 1RYHPEHU� ������ LQ� WKH� WUDQVLWLRQDO�SURYLVLRQV�DQG�FRQVHTXHQWLDO�DPHQGPHQWV�WR�,)56�>;@�)LUVW�WLPH� $SSOLFDWLRQ� RI� ,QWHUQDWLRQDO� )LQDQFLDO� 5HSRUWLQJ�6WDQGDUGV�FDQ�FDXVH�PDMRU�SUREOHPV�IRU�ILUVW�WLPH�DGRSWHUV��H�J��ZKHQ�WKH�WUDQVLWLRQ�GDWH� LV�-DQXDU\���������WKH�HQWLW\�ZRXOG�KDYH�WR�JR�EDFN�PRUH�WKDQ���\HDUV����3DUD� ��� VWDWHV� WKDW� IRU� OLDELOLWLHV� DULVLQJ� IURP� VKDUH�EDVHG�SD\PHQW� WUDQVDFWLRQV� H[LVWLQJ� DW� WKH� HIIHFWLYH� GDWH� RI� WKLV��GUDIW�� ,)56�� DQ� HQWLW\� LV� QRW� UHTXLUHG� WR� PHDVXUH� YHVWHG�VKDUH�DSSUHFLDWLRQ�ULJKWV��DQG�VLPLODU�OLDELOLWLHV��DW�IDLU�YDOXH���:KHQ�ZH�WDNH�LQWR�DFFRXQW�WKH�QH[W�VHQWHQFH�RI�SDUD����ZH�EHOLHYH� LW� LV� FXUUHQWO\� QRW� FOHDU� HQRXJK� ZKHWKHU� SUHSDUHUV�KDYH�D�FKRLFH� WR�DSSO\� WKH�VWDQGDUG�UHWURVSHFWLYHO\�RU�QRW���:H�EHOLHYH� LW� LV� WKH�%RDUG¶V� LQWHQWLRQ� WR� SURYLGH�SUHSDUHUV�ZLWK� D� FKRLFH� �ZKLFK� ZH� VXSSRUW� LQ� RUGHU� WR� DGGUHVV� DQ\�UDPS� XS� HIIHFW�� DQG� WKHUHIRUH� VXJJHVW� WKDW� WKH� %RDUG� �L��DGGV� WKH� IROORZLQJ� ZRUGV� DW� WKH� EHJLQQLQJ� RI� WKH� ODVW�VHQWHQFH� LQ�SDUD����� ³,I�QRW�GHDOW�ZLWK�UHWURVSHFWLYHO\�´�DQG��LL��H[SOLFLWO\�VWDWHV�WKDW�UHWURVSHFWLYH�DSSOLFDWLRQ�LV�DOORZHG���

4���� 7KH� GUDIW� ,)56� SURSRVHV� D� FRQVHTXHQWLDO� DPHQGPHQW� WR�,$6�����UHYLVHG�������,QFRPH�7D[HV�WR�DGG�DQ�H[DPSOH�WR�WKDW�VWDQGDUG� LOOXVWUDWLQJ�KRZ�WR�DFFRXQW� IRU� WKH�WD[�HIIHFWV�RI� VKDUH�EDVHG� SD\PHQW� WUDQVDFWLRQV�� � $V� VKRZQ� LQ� WKDW�H[DPSOH�� LW� LV�SURSRVHG� WKDW�DOO� WD[�HIIHFWV�RI�VKDUH�EDVHG�SD\PHQW� WUDQVDFWLRQV� VKRXOG� EH� UHFRJQLVHG� LQ� WKH� LQFRPH�VWDWHPHQW��
$UH�WKH�SURSRVHG�UHTXLUHPHQWV�DSSURSULDWH"�
�
5HVSRQVH
:H�DUH�FRQFHUQHG�WKDW�WKH�,$6����,QFRPH�7D[HV�GHILQLWLRQ�RI�WHPSRUDU\�GLIIHUHQFHV�VFRSHV�RXW�WKH�DFFRXQWLQJ�IRU�WKH�WLPLQJ� HIIHFW� RI� LQFRPH� WD[HV� RQ� H[SHQVHV� IURP� HTXLW\�VHWWOHG�VKDUH�EDVHG�SD\PHQW�WUDQVDFWLRQV���:H�UHFRPPHQG�WKH� %RDUG� WR� FRQVLGHU� WKLV� FRQFHUQ� DQG� WR� PDNH� WKH�QHFHVVDU\�DPHQGPHQWV�WR�,$6������7R�DQVZHU�WKH�TXHVWLRQ�KRZ�WR�DFFRXQW�IRU�WKH�WD[�HIIHFWV�RI�VKDUH�EDVHG�SD\PHQW�WUDQVDFWLRQV�ZH�EHOLHYH�WKH�TXHVWLRQ�³ZKDW� WULJJHUV� WKH� WD[� EHQHILW´� LV� FULWLFDO�� � )RU� LQVWDQFH�� LQ�FHUWDLQ�WD[�MXULVGLFWLRQV��WKH�WD[�EHQHILW�LV�WULJJHUHG�ZKHQ�WKH�
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RSWLRQ�LV�FRQYHUWHG�LQWR�D�VKDUH���:KHQ�VXFK�WD[�EHQHILW�LV�EDVHG� RQ� YDOXHV� GLIIHUHQW� IURP� WKH� FRPSHQVDWLRQ�H[SHQVH�DVVHW� UHFRJQLVHG�� ZH� EHOLHYH� WKDW� DQ\� GLIIHUHQFH�ZLWK� WKH� LQLWLDOO\� UHFRJQLVHG� GHIHUUHG� WD[� VKRXOG� EH�FRQVLGHUHG�DV�D�GLUHFWO\�DWWULEXWDEOH�WUDQVDFWLRQ�JDLQ�ORVV�WR�WKH� HTXLW\� LQVWUXPHQW� LVVXHG�� WR� EH� DOORFDWHG� GLUHFWO\� WR�HTXLW\�� � :H� UHFRPPHQG� WKH� %RDUG� WR� LQFOXGH� WKH� DERYH�JXLGDQFH� LQ� ,$6� ��� ,QFRPH� WD[HV� DQG� WR� DPHQG� WKH�SURSRVHG�H[DPSOH�DFFRUGLQJO\���

4 ���� ,Q�GHYHORSLQJ�WKH�([SRVXUH�'UDIW��WKH�%RDUG�FRQVLGHUHG�KRZ�YDULRXV� LVVXHV�DUH� GHDOW�ZLWK� XQGHU� WKH�86�VWDQGDUG�6)$6����� $FFRXQWLQJ� IRU� 6WRFN�%DVHG� &RPSHQVDWLRQ� DV�H[SODLQHG�IXUWKHU�LQ�WKH�%DVLV�IRU�&RQFOXVLRQV���$OWKRXJK�WKH�GUDIW�,)56�LV�VLPLODU�WR�6)$6�����LQ�PDQ\�UHVSHFWV��WKHUH�DUH�VRPH� GLIIHUHQFHV�� � 7KH� PDLQ� GLIIHUHQFHV� LQFOXGH� WKH�IROORZLQJ��
D�� $SDUW�IURP�WUDQVDFWLRQV�ZLWKLQ�WKH�VFRSH�RI�DQRWKHU�,)56��WKH�GUDIW�,)56�GRHV�QRW�SURSRVH�DQ\�H[HPSWLRQV��HLWKHU�IURP�WKH�UHTXLUHPHQW� WR� DSSO\� WKH� ,)56� RU� IURP� WKH� UHTXLUHPHQW� WR�PHDVXUH� VKDUH�EDVHG� SD\PHQW� WUDQVDFWLRQV� DW� IDLU� YDOXH���6)$6�����FRQWDLQV�WKH�IROORZLQJ�H[HPSWLRQV��QRQH�RI�ZKLFK�DUH�LQFOXGHG�LQ�WKH�GUDIW�,)56��

• HPSOR\HH�VKDUH�SXUFKDVH�SODQV�DUH�H[FOXGHG�IURP�6)$6������ SURYLGHG� VSHFLILHG� FULWHULD� DUH� PHW�� VXFK� DV� WKH�GLVFRXQW�JLYHQ�WR�HPSOR\HHV�LV�UHODWLYHO\�VPDOO��
• 6)$6� ���� HQFRXUDJHV�� EXW� GRHV� QRW� UHTXLUH�� HQWLWLHV� WR�DSSO\� LWV� IDLU� YDOXH� PHDVXUHPHQW� PHWKRG� WR� UHFRJQLVH�WUDQVDFWLRQV� ZLWK� HPSOR\HHV�� HQWLWLHV� DUH� SHUPLWWHG� WR�DSSO\� LQVWHDG� WKH� LQWULQVLF� YDOXH�PHDVXUHPHQW�PHWKRG� LQ�$FFRXQWLQJ� 3ULQFLSOHV� %RDUG� 2SLQLRQ� 1R�� ��� $FFRXQWLQJ�IRU�6WRFN�,VVXHG�WR�(PSOR\HHV��SDUDJUDSKV�%&���%&���LQ�WKH�%DVLV� IRU�&RQFOXVLRQV�JLYH�DQ�H[SODQDWLRQ�RI� LQWULQVLF�YDOXH���DQG�
• XQOLVWHG� �QRQ�SXEOLF�� HQWLWLHV� DUH� SHUPLWWHG� WR� DSSO\� WKH�PLQLPXP� YDOXH� PHWKRG� ZKHQ� HVWLPDWLQJ� WKH� YDOXH� RI�VKDUH� RSWLRQV�� ZKLFK� H[FOXGHV� IURP� WKH� YDOXDWLRQ� WKH�HIIHFWV� RI� H[SHFWHG� VKDUH� SULFH� YRODWLOLW\� �SDUDJUDSKV�%&���%&��� LQ� WKH� %DVLV� IRU� &RQFOXVLRQV� JLYH� DQ�H[SODQDWLRQ�RI�PLQLPXP�YDOXH���

E�� )RU�WUDQVDFWLRQV�LQ�ZKLFK�HTXLW\�LQVWUXPHQWV�DUH�JUDQWHG�WR�HPSOR\HHV�� ERWK� 6)$6� ���� DQG� WKH� GUDIW� ,)56� KDYH� D�PHDVXUHPHQW� PHWKRG� WKDW� LV� EDVHG� RQ� WKH� IDLU� YDOXH� RI�WKRVH�HTXLW\�LQVWUXPHQWV�DW�JUDQW�GDWH���+RZHYHU��
• XQGHU� 6)$6� ����� WKH� HVWLPDWH� RI� WKH� IDLU� YDOXH� RI� DQ�HTXLW\� LQVWUXPHQW� DW� JUDQW� GDWH� LV� QRW� UHGXFHG� IRU� WKH�SRVVLELOLW\�RI�IRUIHLWXUH�GXH�WR�IDLOXUH�WR�VDWLVI\�WKH�YHVWLQJ�FRQGLWLRQV�� ZKHUHDV� WKH� GUDIW� ,)56� SURSRVHV� WKDW� WKH�SRVVLELOLW\� RI� IRUIHLWXUH� VKRXOG� EH� WDNHQ� LQWR� DFFRXQW� LQ�
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PDNLQJ�VXFK�DQ�HVWLPDWH����
• XQGHU�6)$6������WKH�WUDQVDFWLRQ�LV�PHDVXUHG�DW�WKH�IDLU�YDOXH�RI� WKH�HTXLW\� LQVWUXPHQWV� LVVXHG�� �%HFDXVH�HTXLW\�LQVWUXPHQWV� DUH� QRW� UHJDUGHG� DV� LVVXHG� XQWLO� DQ\�VSHFLILHG� YHVWLQJ� FRQGLWLRQV� KDYH� EHHQ� VDWLVILHG�� WKH�WUDQVDFWLRQ�DPRXQW�LV�XOWLPDWHO\�PHDVXUHG�DW�WKH�QXPEHU�RI�YHVWHG�HTXLW\�LQVWUXPHQWV�PXOWLSOLHG�E\�WKH�IDLU�YDOXH�RI�WKRVH� HTXLW\� LQVWUXPHQWV� DW� JUDQW� GDWH�� � +HQFH�� DQ\�DPRXQWV� UHFRJQLVHG� IRU� HPSOR\HH� VHUYLFHV� UHFHLYHG�GXULQJ�WKH�YHVWLQJ�SHULRG�ZLOO�EH�VXEVHTXHQWO\�UHYHUVHG�LI�WKH�HTXLW\� LQVWUXPHQWV�JUDQWHG�DUH� IRUIHLWHG�� �8QGHU� WKH�GUDIW� ,)56�� WKH� WUDQVDFWLRQ� LV�PHDVXUHG� DW� WKH� GHHPHG�IDLU� YDOXH� RI� WKH� HPSOR\HH� VHUYLFHV� UHFHLYHG�� � 7KH� IDLU�YDOXH� RI� WKH� HTXLW\� LQVWUXPHQWV� JUDQWHG� LV� XVHG� DV� D�VXUURJDWH�PHDVXUH�� WR� GHWHUPLQH� WKH�GHHPHG� IDLU� YDOXH�RI� HDFK� XQLW� RI� HPSOR\HH� VHUYLFH� UHFHLYHG���7KH�WUDQVDFWLRQ� DPRXQW� LV� XOWLPDWHO\� PHDVXUHG� DW� WKH�QXPEHU� RI� XQLWV� RI� VHUYLFH� UHFHLYHG� GXULQJ� WKH� YHVWLQJ�SHULRG� PXOWLSOLHG� E\� WKH� GHHPHG� IDLU� YDOXH� SHU� XQLW� RI�VHUYLFH�� �+HQFH�� DQ\�DPRXQWV� UHFRJQLVHG� IRU� HPSOR\HH�VHUYLFHV�UHFHLYHG�DUH�QRW�VXEVHTXHQWO\�UHYHUVHG��HYHQ�LI�WKH�HTXLW\�LQVWUXPHQWV�JUDQWHG�DUH�IRUIHLWHG��

�
F� ,I��GXULQJ�WKH�YHVWLQJ�SHULRG��DQ�HQWLW\�VHWWOHV�LQ�FDVK�D�JUDQW� RI� HTXLW\� LQVWUXPHQWV�� XQGHU� 6)$6� ���� WKRVH�HTXLW\�LQVWUXPHQWV�DUH�UHJDUGHG�DV�KDYLQJ�LPPHGLDWHO\�YHVWHG�� DQG� WKHUHIRUH� WKH� DPRXQW� RI� FRPSHQVDWLRQ�H[SHQVH�PHDVXUHG�DW�JUDQW�GDWH�EXW�QRW�\HW�UHFRJQLVHG�LV� UHFRJQLVHG� LPPHGLDWHO\� DW� WKH� GDWH� RI� VHWWOHPHQW���7KH�GUDIW�,)56�GRHV�QRW�UHTXLUH�LPPHGLDWH�UHFRJQLWLRQ�RI� DQ� H[SHQVH� EXW� LQVWHDG� SURSRVHV� WKDW� WKH� HQWLW\�VKRXOG�FRQWLQXH�WR�UHFRJQLVH�WKH�VHUYLFHV�UHFHLYHG��DQG�KHQFH�WKH�UHVXOWLQJ�H[SHQVH��RYHU�WKH�UHPDLQGHU�RI�WKH�YHVWLQJ�SHULRG��DV�LI�WKDW�JUDQW�RI�HTXLW\�LQVWUXPHQWV�KDG�QRW�EHHQ�FDQFHOOHG��
G�� 6)$6� ���� GRHV� QRW� VSHFLI\� D� PHDVXUHPHQW� GDWH� IRU�WUDQVDFWLRQV�ZLWK�SDUWLHV�RWKHU�WKDQ�HPSOR\HHV�WKDW�DUH�PHDVXUHG� DW� WKH� IDLU� YDOXH� RI� WKH� HTXLW\� LQVWUXPHQWV�LVVXHG�� � (PHUJLQJ� ,VVXHV� 7DVN� )RUFH� ,VVXH� ������$FFRXQWLQJ� IRU� (TXLW\� ,QVWUXPHQWV� 7KDW� $UH� ,VVXHG� WR�2WKHU�7KDQ�(PSOR\HHV�IRU�$FTXLULQJ��RU�LQ�&RQMXQFWLRQ�ZLWK�6HOOLQJ��*RRGV�RU�6HUYLFHV� UHTXLUHV� WKH�IDLU�YDOXH�RI�WKH�HTXLW\�LQVWUXPHQWV�LVVXHG�WR�EH�PHDVXUHG�DW�WKH�HDUOLHU� RI� �L�� WKH� GDWH� D� SHUIRUPDQFH� FRPPLWPHQW� LV�UHDFKHG�RU��LL��WKH�GDWH�SHUIRUPDQFH�LV�FRPSOHWH���7KLV�GDWH�PLJKW�EH�ODWHU�WKDQ�JUDQW�GDWH��IRU�H[DPSOH��LI�WKHUH�LV� QR� SHUIRUPDQFH� FRPPLWPHQW� DW� JUDQW� GDWH�� � 8QGHU�WKH�GUDIW� ,)56�� WKH�IDLU�YDOXH�RI�WKH�HTXLW\� LQVWUXPHQWV�JUDQWHG�LV�PHDVXUHG�DW�JUDQW�GDWH�LQ�DOO�FDVHV��
H�� 6)$6� ���� UHTXLUHV� OLDELOLWLHV� IRU� FDVK�VHWWOHG� VKDUH�DSSUHFLDWLRQ� ULJKWV� �6$5V�� WR� EH� PHDVXUHG� XVLQJ� DQ�LQWULQVLF� YDOXH� PHDVXUHPHQW� PHWKRG�� � 7KH�GUDIW� ,)56�SURSRVHV�WKDW�VXFK�OLDELOLWLHV�VKRXOG�EH�PHDVXUHG�XVLQJ�
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D IDLU� YDOXH�PHDVXUHPHQW�PHWKRG��ZKLFK� LQFOXGHV� WKH�WLPH�YDOXH�RI� WKH�6$5V�� LQ� WKH�VDPH�ZD\� WKDW�RSWLRQV�KDYH�WLPH�YDOXH��UHIHU�WR�SDUDJUDSKV�%&���%&���RI�WKH�%DVLV�IRU�&RQFOXVLRQV�IRU�D�GLVFXVVLRQ�RI�LQWULQVLF�YDOXH��WLPH�YDOXH�DQG�IDLU�YDOXH���
I�� )RU�D�VKDUH�EDVHG�SD\PHQW�WUDQVDFWLRQ�LQ�ZKLFK�HTXLW\�LQVWUXPHQWV� DUH� JUDQWHG�� 6)$6� ���� UHTXLUHV� UHDOLVHG�WD[�EHQHILWV�WR�EH�FUHGLWHG�GLUHFW�WR�HTXLW\�DV�DGGLWLRQDO�SDLG�LQ� FDSLWDO�� WR� WKH� H[WHQW� WKDW� WKRVH� WD[� EHQHILWV�H[FHHG� WKH� WD[� EHQHILWV� RQ� WKH� WRWDO� DPRXQW� RI�FRPSHQVDWLRQ� H[SHQVH� UHFRJQLVHG� LQ� UHVSHFW� RI� WKDW�JUDQW� RI� HTXLW\� LQVWUXPHQWV�� � 7KH� GUDIW� ,)56�� LQ� D�FRQVHTXHQWLDO� DPHQGPHQW� WR� ,$6� ��� �UHYLVHG� ������,QFRPH� 7D[HV� SURSRVHV� WKDW� DOO� WD[� HIIHFWV� RI� VKDUH�EDVHG� SD\PHQW� WUDQVDFWLRQV� VKRXOG� EH� UHFRJQLVHG� LQ�SURILW�RU�ORVV��DV�SDUW�RI�WD[�H[SHQVH��

�
)RU�HDFK�RI�WKH�DERYH�GLIIHUHQFHV��ZKLFK�WUHDWPHQW�LV�WKH�PRVW�DSSURSULDWH"��:K\"��,I�\RX�UHJDUG�QHLWKHU�WUHDWPHQW�DV�DSSURSULDWH��SOHDVH�SURYLGH�GHWDLOV�RI�\RXU�SUHIHUUHG�WUHDWPHQW��

�5HVSRQVH
:H� UHIHU� WR� RXU� FRPPHQWV�PDGH� LQ� RXU� DQVZHUV� WR� TXHVWLRQ���WKURXJK����DERYH���

4���� 'R�\RX�KDYH�DQ\�RWKHU�FRPPHQWV�RQ�WKH�([SRVXUH�'UDIW"�
�5HVSRQVH
��� ([DPSOHV�LQ�$SSHQGL[�%�� :H�ILQG�WKH�H[DPSOHV�LQ�$SSHQGL[�%�YHU\�KHOSIXO�WR�XQGHUVWDQG�KRZ� WR�DSSO\� WKH�VWDQGDUG�� �+RZHYHU��QR�H[DPSOH� LV� LQFOXGHG�IRU� VKDUH�EDVHG� SD\PHQW� WUDQVDFWLRQV� ZLWK� FDVK� DOWHUQDWLYHV��IRU�ZKLFK�ZH�FRQVLGHU�WKH�DFFRXQWLQJ�PHWKRG�WKH�PRVW�GLIILFXOW���7KH� ,PSOHPHQWDWLRQ�*XLGDQFH��ZKLFK� LV� QRW� SDUW� RI� WKH� ,)56��GRHV�FRQWDLQ�DQ�H[DPSOH�RI�KRZ�WR�HVWLPDWH�WKH�IDLU�YDOXH�RI�D�FRPSRXQG� ILQDQFLDO� LQVWUXPHQW� LVVXHG� XQGHU� D� VKDUH�EDVHG�SD\PHQW� WUDQVDFWLRQ�� �$V� WKH� ,PSOHPHQWDWLRQ�*XLGDQFH� LV�QRW�SDUW�RI�WKH�VWDQGDUG��LWV�SXEOLFDWLRQ�LQ�WKH�GLIIHUHQW�ODQJXDJHV�RI�WKH�(XURSHDQ�&RPPXQLW\�ZLOO�XQGHUJR�D�GLIIHUHQW�SURFHVV���:H�WKHUHIRUH�VWURQJO\�UHFRPPHQG�WKH�%RDUG�WR�LQFOXGH�DQ�H[DPSOH�RI�D�FRPSRXQG� ILQDQFLDO� LQVWUXPHQW��JUDQWHG� LQ�D�VKDUH�EDVHG�SD\PHQW�WUDQVDFWLRQ��LQ�$SSHQGL[�%�RI�WKH�VWDQGDUG���,W� LV�XQFOHDU�ZKLFK�DFFRXQWLQJ�HQWULHV�DUH�UHTXLUHG�DW�WKH�JUDQW�GDWH�� GXULQJ� WKH� YHVWLQJ� SHULRG� DQG� ZKHQ� WKH� RSWLRQV� DUH�H[HUFLVHG���:H�WKHUHIRUH�DVN�WKH�%RDUG�WR�LQFOXGH�LQ�$SSHQGL[�% D� VLPSOH� EXW� FRPSOHWH� H[DPSOH� VKRZLQJ� WKH� GLIIHUHQW�DFFRXQWLQJ� HQWULHV� UHTXLUHG� DW� WKH� GLIIHUHQW� VWDJHV� GXULQJ� WKH�OLIH�RI�D�VKDUH�RSWLRQ�JUDQW��
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�

��� 7UDQVIHUV�RI�HTXLW\�LQVWUXPHQWV�WR�HPSOR\HHV�� :KHQ� D� VKDUHKROGHU� WUDQVIHUV� HTXLW\� LQVWUXPHQWV� WR� WKH�HPSOR\HHV��ZH�GLVDJUHH�ZLWK� WKH�VWDWHPHQW� LQ�%&����WKDW�³WKH�HQWLW\� KDV� UHDFTXLUHG�HTXLW\� LQVWUXPHQWV� IRU� QLO� FRQVLGHUDWLRQ´���,QVWHDG�� ZH� EHOLHYH� WKDW� VXFK� D� WUDQVDFWLRQ� VKRXOG� EH�UHFRJQLVHG� E\� WKH� HQWLW\� DV� LQFRPH� DQG� YDOXHG� DW� IDLU� YDOXH��DJDLQVW�HTXLW\����
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�
4XHVWLRQ����,OOXVWUDWLRQ�RI�SURSRVHG�DOWHUQDWLYH�PHWKRG���([DPSOH���

� $ JUDQW�RI����VKDUH�RSWLRQV��YHVWLQJ�DIWHU���\HDUV�RI�VHUYLFH�WR����HPSOR\HHV��VR�����RSWLRQV�LQ�WRWDO��
� )DLU�YDOXH�RSWLRQ�DW�JUDQW�GDWH� �&8����
� (QWLW\� H[SHFWV� WKDW� �� SHRSOH� ZLOO� OHDYH� DW� WKH� PLGGOH� RI� WKH�YHVWLQJ�SHULRG�
� 8OWLPDWHO\������RI�WKH�RSWLRQV�GR�QRW�YHVW�GXH�WR�XQXVXDO�KLJK�WXUQRYHU� RI� HPSOR\HHV�� �� SHRSOH� OHDYH� DW� WKH� PLGGOH� RI� \HDU�WKUHH���

$QQXDO�([SHQVH
� <HDU�����������[�&8���������� ���������������������������������������������&8�����
� <HDU�����������[�&8���������� ���������������������������������������������&8�����
� <HDU����������[�&8������������ ���������������������������������������������&8����WRWDO��&8������

1RWH� �� ��� LQ� \HDU� �� LV� GHWHUPLQHG� DV� IROORZV�� D� IXOO� \HDU� RI� VHUYLFH� IRU� ��HPSOR\HHV� ��� [� ���  � ���� SOXV� D� KDOI� \HDU� RI� VHUYLFHV� UHFHLYHG� IURP� WKH� ��HPSOR\HHV�WKDW�OHIW�WKH�HQWLW\����� ����[����������7KH�DOWHUQDWLYH�PHWKRG�GLIIHUV�IURP�WKH�('���DSSURDFK�LQ�WKDW� LW�GRHV�QRW�XVH�WKH�XQLW�RI�VHUYLFH�PHWKRG�DQG�GRHV�QRW�UHTXLUH�WR�³FDVW�LQ�VWRQH´�WKH�H[SHFWHG�IRUIHLWXUH�DW�JUDQW�GDWH�E\� LQFRUSRUDWLQJ� LW� LQ� WKH�GHHPHG�IDLU�YDOXH�SHU�XQLW�RI�VHUYLFH���
)RU� FRPSDULVRQ� UHDVRQV��ZH� KDYH� LOOXVWUDWHG� EHORZ� WKH�('���DQG�6)$6�����WUHDWPHQW�RI�WKH�DERYH�H[DPSOH���('���� ���HPSOR\HHV�[����RSWLRQV�[�&8����[������IRUIHLWXUH�� &8������

� HPSOR\HHV�[���\HDUV�����HPSOR\HHV�����\HDUV�
$QQXDO�([SHQVH

� <HDU�������&8�������[������ ������������������������������������������&8�����
� <HDU�������&8�������[������ ������������������������������������������&8�����
� <HDU�������&8�������[������ ������������������������������������������&8����WRWDO���&8����
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�
� 6)$6������ILUVW�PHWKRG��� ([SHQVH�����������������&XPXODWLYH��������$QQXDO

� <HDU����������[�&8�����[����� �&8���������������&8�����
� <HDU����������[�&8�����[����� �&8���������������&8�����
� <HDU����������[�&8�����[����� �&8��������������&8�����WRWDO���&8����

� 6)$6������VHFRQG�PHWKRG��� ([SHQVH��������������&XPXODWLYH���������$QQXDO
� <HDU�����������[�&8�����[����� �&8��������������&8�����
� <HDU�����������[�&8�����[����� �&8��������������&8�����
� <HDU����������[�&8�������[����� �&8�������������&8�����WRWDO���&8����
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