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)RU� WKRVH� ZKR¶YH� VWUXJJOHG� ZLWK� WKH� FKDOOHQJHV� RI�
DSSO\LQJ� KHGJH� DFFRXQWLQJ� UXOHV�� )$6%� KDV� SURSRVHG� VRPH�
DGMXVWPHQWV� WR� WKHLU� DFFRXQWLQJ� VWDQGDUG��ZKLFK�� IRU� VRPH��PLJKW�
EH�D�VRXUFH�RI�UHOLHI��([DFWO\�ZKHQ�UHYLVHG�UXOHV�ZLOO�JR�LQWR�HIIHFW�
LV�VWLOO�XQFOHDU��EXW�LW¶V�SRVVLEOH�WKDW�FRPSDQLHV�FRXOG�DGRSW�WKH�QHZ�
UXOHV�� RQFH� RIILFLDOO\� UHOHDVHG�� DV� HDUO\� DV� WKH� VWDUW� RI� WKHLU�
IROORZLQJ� ILVFDO� \HDU�� 7KH� SURSRVHG� UHYLVLRQV� DUH� RIIHUHG� LQ� DQ�
H[SRVXUH�GUDIW�WKDW�ZDV�LVVXHG�RQ�6HSWHPEHU����������� �
� $V� LV�FRPPRQ�SUDFWLFH��)$6%�VROLFLWHG�SXEOLF�FRPPHQW�
EHIRUH� WKH� UXOHV� DUH� ILQDOL]HG�� ZLWK� WKH� FRPPHQW� SHULRG� HQGLQJ�
1RYHPEHU�����������7KH�SURSRVHG�DGMXVWPHQWV�DUH�ODUJHO\�YLHZHG�
DV�DQ�DWWHPSW�WR�OLEHUDOL]H�WKH�KHGJH�DFFRXQWLQJ�SUHUHTXLVLWHV��DQG�
LQ� VRPH� FDVHV� WR� DFWXDOO\� VLPSOLI\� WKH� DFFRXQWLQJ�� 7KDW� VDLG�� IRU�
VRPH�SRUWLRQ�RI�UHSRUWLQJ�HQWLWLHV��OLWWOH�PD\�FKDQJH��
� ,Q�P\� MXGJHPHQW�� WKH�PRVW� VLJQLILFDQW� SURSRVHG� FKDQJH�
SHUWDLQV� WR� DFFRXQWLQJ� UXOHV� IRU� FDVK� IORZ� KHGJHV�� &DVK� IORZ�
KHGJHV� DUH� WKH� PRVW� FRPPRQ� W\SHV� RI� KHGJHV�� UHOHYDQW� WR� WKH�
EURDGHVW� FODVV� RI� GHULYDWLYHV� KHGJHUV�� �&DVK� IORZ� KHGJHV� DGGUHVV�
ULVNV�RI�XQFHUWDLQ�IRUHFDVWHG�WUDQVDFWLRQV��IDLU�YDOXH�KHGJHV�DGGUHVV�
WKH� SULFH� ULVN� RI� UHFRJQL]HG� DVVHWV�� OLDELOLWLHV�� RU� ILUP�
FRPPLWPHQWV��� &XUUHQW� UXOHV� IRU� FDVK� IORZ� KHGJHV� UHTXLUH�
VHJPHQWLQJ� KHGJH� UHVXOWV� EHWZHHQ� WKHLU� HIIHFWLYH� DQG� LQHIIHFWLYH�
SLHFHV�� ,QHIIHFWLYH� UHVXOWV� DUH� LPPHGLDWHO\� SRVWHG� WR� FXUUHQW�
HDUQLQJV�� ZKLOH� HIIHFWLYH� UHVXOWV� ILUVW� JR� WR� RWKHU� FRPSUHKHQVLYH�
LQFRPH� �2&,�� DQG� ODWHU� DUH� UHFODVVLILHG� WR� HDUQLQJV� FRQFXUUHQWO\�
ZLWK�WKH�HDUQLQJV�UHFRJQLWLRQ�RI�WKHLU�DVVRFLDWHG�KHGJHG�LWHPV��
� :KLOH�H[LVWLQJ�KHGJHUV�KDYH�FOHDUO\�DFFRPPRGDWHG�WR�WKH�
FXUUHQW� VWDQGDUG�� LW�ZDVQ¶W� QHFHVVDULO\� HDV\��7KH�GHWHUPLQDWLRQ�RI�
WKH� HIIHFWLYH�LQHIIHFWLYH� VSOLW� KDVQ¶W� DOZD\V� EHHQ� REYLRXV�� DQG�
FRQVLGHUDEOH� WLPH� DQG�HIIRUW�PD\�KDYH�EHHQ�H[SHQGHG� WR�GHYHORS�
PHWKRGRORJLHV� IRU� PDNLQJ� WKHVH� PHDVXUHPHQWV�� &KDQJLQJ� WKH�
DFFRXQWLQJ� WUHDWPHQW�DW� WKLV�SRLQW�ZRXOG�QHFHVVDULO\� LPSRVH�VRPH�
PLQRU� FRQYHUVLRQ� FRVWV� IRU� FXUUHQW� KHGJHV�� +RZHYHU�� IRU� QHZ�
KHGJHUV�� WKLV� FKDQJH� ZRXOG� OLNHO\� UHSUHVHQW� D� VLJQLILFDQW�
VLPSOLILFDWLRQ�� ,W¶V� DOVR� ZRUWK� QRWLQJ� WKDW� IRU� SHUIHFW� KHGJH�
UHODWLRQVKLSV�±�QRW�XQFRPPRQ�IRU�PDQ\�LQWHUHVW�UDWH�VZDS�KHGJHV�
ZKHUH� VWUXFWXULQJ� SHUIHFW� KHGJHV� LV� D� IDLUO\� VWUDLJKWIRUZDUG�
SURSRVLWLRQ�±�WKH�VDPH�MRXUQDO�HQWULHV�ZRXOG�DULVH��EHIRUH�DQG�DIWHU��
� $�FRUROODU\�RI� WKLV� UXOH�FKDQJH�ZRXOG�EH� WKDW� LW�REYLDWHV�
WKH�QHHG�WR�PHDVXUH�LQHIIHFWLYHQHVV��&ULWLFDOO\��)$6%�GLIIHUHQWLDWHV�
EHWZHHQ� DVVHVVLQJ� HIIHFWLYHQHVV�� RU� HIIHFWLYHQHVV� WHVWLQJ�� DQG�
PHDVXULQJ� LQHIIHFWLYHQHVV�� 7R� TXDOLI\� IRU� KHGJH� DFFRXQWLQJ��
KHGJHUV� VWLOO� QHHG� WR� GHPRQVWUDWH� WKDW� KHGJHV� ZLOO� EH� KLJKO\�
HIIHFWLYH�LQ�RIIVHWWLQJ�WKH�ULVNV�EHLQJ�KHGJHG��L�H���WKH\�VWLOO�QHHG�WR�

SHUIRUP� HIIHFWLYHQHVV� WHVWV�� DQG� ZKLOH� WKLV� KLJKO\� HIIHFWLYH�
WKUHVKROG� KDV� QRW� EHHQ� PRGLILHG�� WKH� SURSRVHG� JXLGDQFH� RIIHUV�
PRUH� IOH[LELOLW\�� SDUWLFXODUO\� LQ� FRQQHFWLRQ� ZLWK� UHWURVSHFWLYH�
HIIHFWLYHQHVV� WHVWLQJ�� +RZHYHU�� WR� WKH� H[WHQW� WKDW� FXUUHQW�
HIIHFWLYHQHVV� WHVWLQJ� PHWKRGV� � DUH� ZRUNLQJ�� LQ� WKLV� REVHUYHU¶V�
RSLQLRQ��PRVW� KHGJHUV�ZLOO� VLPSO\� FRQWLQXH�ZKDW� WKH\� DUH� GRLQJ��
7KH�QHZ�SURSRVDO�GRHVQ¶W�QHFHVVDULO\�PDQGDWH�D�FKDQJH��
� ,Q�DQ\�FDVH��XQGHU�WKH�SURSRVHG�JXLGDQFH��LQHIIHFWLYH�DQG�
HIIHFWLYH� KHGJH� UHVXOWV� ZRXOG� QRW� EH� GLIIHUHQWLDWHG�� DQG� WKH�
FRPELQHG�YDOXH�ZRXOG�EH�SRVWHG�WR�2&,��$GGLWLRQDOO\�� WKH�WLPLQJ�
RI� WKH� VXEVHTXHQW� UHFODVVLILFDWLRQ�ZLOO� EH�XQFKDQJHG� IURP�FXUUHQW�
SUDFWLFH�� :KLOH� WKH� SURSRVHG� UXOH� FKDQJH� LV� D� FOHDU� VWHS� WRZDUG�
VLPSOLFLW\�� LW� ZRXOG� UHTXLUH� ZLGH�VFDOH� V\VWHP� FKDQJHV� LQ� OHJDF\�
DFFRXQWLQJ�V\VWHPV���
� $OWKRXJK� WKH� DQWLFLSDWHG�PRGLILFDWLRQV� REYLDWH� WKH� QHHG�
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WR�PHDVXUH�KHGJH�LQHIIHFWLYHQHVV��WKH�VDPH�LV�QRW�WUXH�IRU�H[FOXGHG�
LWHPV�� ,Q� DVVHVVLQJ� KHGJH� HIIHFWLYHQHVV� IRU� IXWXUHV� DQG� IRUZDUG�
FRQWUDFWV�� KHGJHUV� PD\� H[FOXGH� WKH� HIIHFW� RI� IRUZDUG� SRLQWV� LQ�
WKHLU� HIIHFWLYHQHVV� WHVWV�� 6LPLODUO\�� IRU� RSWLRQ� KHGJHV�� LQFOXGLQJ�
FDSV�� IORRUV�� DQG� FROODUV�� KHGJHUV� PD\� H[FOXGH� WKH� HIIHFWV� RI�
FKDQJHV�LQ�RSWLRQ�WLPH�YDOXHV��DJDLQ��LQ�FRQQHFWLRQ�ZLWK�DVVHVVLQJ�
KHGJH� HIIHFWLYHQHVV�� 0DNLQJ� HLWKHU� HOHFWLRQ� LQ� FRQQHFWLRQ� ZLWK�
HIIHFWLYHQHVV�WHVWLQJ��KRZHYHU��FRQWLQXHV�WR�IRUFH�WKHVH�UHVSHFWLYH�
H[FOXGHG�YDOXHV� WR�EH�UHSRUWHG�LQ�FXUUHQW�HDUQLQJV��DV�RSSRVHG�WR�
DOORZLQJ�WKHP�WR�EH�GHIHUUHG�WKURXJK�2&,��1RWH�²�WKLV�WUHDWPHQW�
LV� D� FDUU\�RYHU� IURP� FXUUHQW� SUDFWLFH�� :KHUHDV� GLVFORVXUH�
UHTXLUHPHQWV�KDGQ¶W�QHFHVVDULO\�GLVWLQJXLVKHG�EHWZHHQ� LQHIIHFWLYH�
UHVXOWV� DQG� H[FOXGHG� UHVXOWV�� WKDW� GLVWLQFWLRQ� LV� QRZ� FULWLFDO� IRU�
PHHWLQJ�WKH�DFFRXQWLQJ�UHTXLUHPHQWV��
� 2QH� RI� WKH� PRVW� VLJQLILFDQW� RI� WKH� SURSRVHG� FKDQJHV�
ZRQ¶W� GLUHFWO\� DSSO\� WR� EDQNV�� EXW� LW� ZRXOG� DSSO\� WR� WKHLU�
FXVWRPHUV� ZKR� XVH� FRPPRGLW\� GHULYDWLYHV�� &XUUHQWO\�� PRVW�
FRPPRGLW\�KHGJHV�LQYROYH�DQ�LQKHUHQW�EDVLV�ULVN�EHFDXVH�KHGJLQJ�
HQWLWLHV� JHQHUDOO\� XVH� GHULYDWLYHV� WKDW� UHIHUHQFH� VRPH� LQGXVWU\�
VWDQGDUG�SULFH� IRU� KHGJLQJ� WKHLU� FRPPRGLW\�SULFH� ULVN�� DQG� WKRVH�
LQGXVWU\�VWDQGDUG� SULFHV� W\SLFDOO\� GLIIHU� IURP� WKH� SULFHV� SDLG� RU�
UHFHLYHG� IRU� FRPPRGLWLHV� DV� D� IXQFWLRQ� RI� TXDOLW\� RU� ORFDWLRQ�
GLIIHUHQFHV�� (FRQRPLFDOO\�� WKHVH� KHGJHV� VKRXOG� SHUIRUP� ZHOO� DV�
ORQJ�DV� WKH�SULFHV�SDLG�RU� UHFHLYHG� IRU� WKH�FRPPRGLW\�DUH�KLJKO\�
FRUUHODWHG�ZLWK�WKH�GHULYDWLYH¶V�LQGXVWU\�VWDQGDUG�SULFH��+RZHYHU��
LI�WKHVH�WZR�SULFH�VHULHV�GRQ¶W�PRYH�LQ�ORFN�VWHS��OLWHUDOO\���KHGJHV�
ZRQ¶W� JHQHUDWH� SHUIHFW� RIIVHWV�� WKHUHE\� JLYLQJ� ULVH� WR� KHGJH�
LQHIIHFWLYHQHVV� DQG� SRVVLEO\� WKUHDWHQLQJ� WKH� FDSDFLW\� WR� DSSO\�
KHGJH�DFFRXQWLQJ��DOWRJHWKHU��
� 8QGHU�WKH�SURSRVHG�UXOHV��KHGJHUV�PD\�EH�DEOH�WR�KHGJH�
FRPSRQHQWV� RI� WKHLU� FRPPRGLW\� SULFH� ULVN�� DV� RSSRVHG� WR� WKH�
HQWLUH�� DOO�LQ� SULFH�� ZKLFK� LV� WKH� FXUUHQW� UHTXLUHPHQW��
8QIRUWXQDWHO\��WKH�SURSRVHG�FKDQJH�PD\�QRW�EH�DV� OLEHUDOL]LQJ�DV�
RQH�PLJKW�KRSH��7R�KHGJH�D�FRPSRQHQW�RI�FRPPRGLW\�SULFH�ULVN��
WKDW�FRPSRQHQW�PXVW�EH�FRQWUDFWXDOO\�VSHFLILHG�LQ�WKH�SXUFKDVH�RU�
VDOHV�DJUHHPHQW�� ,I�QRW�� FRPPRGLW\�KHGJHUV�ZRXOG�EH� VWXFN�ZLWK�
WKH� VWDWXV� TXR�� 7R� WKH� H[WHQW� WKDW� SULFLQJ� ZLWK� UHIHUHQFH� WR� DQ�
LQGXVWU\�VWDQGDUG� SULFH� EHFRPHV� PRUH� FRPPRQ�� WKH� SURVSHFW� RI�
IDLOLQJ� KHGJH� HIIHFWLYHQHVV� WHVWV� DQG� WKXV� GLVDOORZLQJ� KHGJH�
DFFRXQWLQJ� ZLOO� OLNHO\� EH� GLPLQLVKHG�� EXW� WKH� ZD\� PDQ\�
FRPPRGLW\�SXUFKDVH�DQG�VDOH�FRQWUDFWV�DUH�FXUUHQWO\�GUDIWHG��WKLV�
SURYLVLRQ� VLPSO\� ZRXOGQ¶W� DSSO\�� %DQNHUV� ZRXOG� EH� DGYLVHG� WR�
DOHUW� WKHLU�FXVWRPHUV�DV� WR� WKLV�SHQGLQJ�FKDQJH�� VR� WKH\�PLJKW�EH�
DEOH�WR�DGMXVW�WKHLU�FRQWUDFWXDO�DUUDQJHPHQWV��DFFRUGLQJO\��
� )$6%� LV� DOVR� H[SDQGLQJ� WKH� FDWHJRULHV� RI� KHGJH�DEOH�
ULVNV� LQ� WKH�UHDOP�RI� LQWHUHVW�UDWHV��8QGHU�FXUUHQW�UXOHV�SHUWDLQLQJ�
WR� LQWHUHVW� UDWH�H[SRVXUHV��KHGJHUV�FDQ�GHVLJQDWH�HQWLUH� IDLU�YDOXH�
RU�FDVK�IORZ�H[SRVXUHV�DV�KHGJHG�LWHPV��RU�WKH\�FDQ�VSHFLI\�ULVNV�
DVVRFLDWHG�ZLWK� VSHFLILF� EHQFKPDUN� LQWHUHVW� UDWHV�� 5LVN�IUHH�� L�H���
JRYHUQPHQW��UDWHV��IHG�IXQGV��/,%25��DQG�/,%25�DQG�2,6�VZDS�
UDWHV�� %HVLGHV� H[SDQGLQJ� WKLV� OLVW� WR� LQFOXGH� 6,)0$� DV� D�
EHQFKPDUN�UDWH��)$6%�LV�DOVR�SURSRVLQJ�DOORZLQJ�DQ\�FRQWUDFWHG�
UDWH� LQGH[� WR� EH� DQ� HOLJLEOH� KHGJHG� LWHP�� DQDORJRXV� WR� WKHLU�
DSSURDFK�WR�FRPPRGLW\�KHGJLQJ��7KLV�DGMXVWPHQW�FHUWDLQO\�PDNHV�
VHQVH��EXW�LW¶V�OLNHO\�WR�EH�UHOHYDQW�IRU�RQO\�D�VPDOO�VHJPHQW�RI�WKH�
KHGJLQJ�FRPPXQLW\��
� )LQDOO\�� P\� FDQGLGDWH� IRU� WKH� PRVW� VXEVWDQWLYH� FKDQJH�
EHLQJ�RIIHUHG�KDV�WR�GR�ZLWK�IDLU�YDOXH�KHGJHV�ZKHUH�LQWHUHVW�UDWH�
VZDSV�DUH�XVHG�WR�FRQYHUW�IURP�IL[HG�FDVK�IORZV�WR�IORDWLQJ��8QGHU�
WKLV� WUHDWPHQW�� WKH� WRWDO� JDLQ� RU� ORVV� RI� D� VZDS� LV� UHFRUGHG� LQ�
FXUUHQW� LQFRPH�²�ERWK� UHDOL]HG� �L�H��� VHWWOHPHQWV��DQG�XQUHDOL]HG�
�L�H��� WKH� FKDQJH� LQ� WKH� VZDS¶V� SUHVHQW� YDOXH��� $GGLWLRQDOO\�� WKH�

FDUU\LQJ�YDOXH�RI�WKH�KHGJHG�LWHP�LV�DGMXVWHG�WR�UHIOHFW�WKH�FKDQJH�
LQ� WKH� YDOXH� RI� WKH� KHGJHG� LWHP� GXH� WR� WKH� KHGJH� ULVN�� :KDW¶V�
PRUH��WKLV��FKDQJH��WRR��LV�UHIOHFWHG�LQ�FXUUHQW�LQFRPH��� �
� :KHQ� HQWLWLHV� IDLO� WR� TXDOLI\� IRU� WKH� VKRUWFXW� WUHDWPHQW��
WKH\� DUH� IRUFHG� WR� FDOFXODWH� WKH� UHTXLUHG� FKDQJH� LQ� WKH� FDUU\LQJ�
YDOXH� RI� WKH� KHGJHG� LWHP� XVLQJ� WKH� ORQJ� KDXO� PHWKRG�� 8QGHU�
FXUUHQW�UXOHV��WKLV�PHWKRG�UHTXLUHV�XVLQJ�GLIIHUHQW�GLVFRXQW�UDWHV�LQ�
FRQQHFWLRQ�ZLWK�FDOFXODWLRQV�IRU�WKH�VZDS�YHUVXV�WKH�KHGJHG�LWHP��
7KH�FRQVHTXHQFH�RI�WKLV�UHTXLUHPHQW�LV�WKDW�WKH�ORQJ�KDXO�PHWKRG�
ZLOO� DOPRVW� LQHYLWDEO\� IRVWHU� XQLQWHQGHG� LQHIIHFWLYH� HDUQLQJV�
RXWFRPHV��7KLV�LQHIIHFWLYHQHVV��KRZHYHU��LVQ¶W�UHDO��,W¶V�VLPSO\�DQ�
DUWLIDFW�RI�WKH�DFFRXQWLQJ�UXOHV��UXOHV�WKDW�)$6%�DSSHDUV�UHDG\�WR�
GLVFDUG��
� 8QGHU� WKH� QHZ� SURSRVDO�� KHGJHUV� ZKR� XVH� LQWHUHVW� UDWH�
VZDSV� WR�KHGJH� WKH�EHQFKPDUN� LQWHUHVW� UDWH� LQ� IDLU�YDOXH�KHGJLQJ�
VLWXDWLRQV� ZLOO� HQG� XS� ZLWK� DQ� DFFRXQWLQJ� UHVXOW� ZLWK� ]HUR�
LQHIIHFWLYHQHVV�� L�H��� WKH� VDPH� RXWFRPH� WKDW� ZRXOG� EH� UHDOL]HG�
XQGHU� WKH� VKRUWFXW� WUHDWPHQW� ZLWKRXW� H[SOLFLWO\� GHFODULQJ� WKDW�
WUHDWPHQW��7KH�FULWLFDO�FDYHDW� LV� WKDW� WKH�IL[HG� LQWHUHVW� UDWH�RQ� WKH�
GHEW� EHLQJ� KHGJHG� PXVW� EH� JUHDWHU� WKDQ� RU� HTXDO� WR� WKH� VZDS¶V�
IL[HG� UDWH� DV� RI� WKH� KHGJH¶V� LQFHSWLRQ� GDWH�� 2WKHUZLVH�� KHGJHUV�
ZRXOG�EH�UHTXLUHG�WR�DGGUHVV�WKH�IXOO�IDLU�YDOXH�HIIHFWV��UDWKHU�WKDQ�
MXVW� EHQFKPDUN� UDWH� HIIHFWV�� DV� WKH� ULVN� EHLQJ� KHGJHG�� DQG� VRPH�
LQHIIHFWLYHQHVV�ZRXOG�OLNHO\�VWLOO�DULVH��7KLV�DGMXVWPHQW�ZRXOG�EH�D�
PDMRU�LPSURYHPHQW��DQG�LW�FDQ¶W�KDSSHQ�WRR�VRRQ��
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%$1.� $66(7�/,$%,/,7<� 0$1$*(0(17� �,6%1� ������������������� LV�
SXEOLVKHG�PRQWKO\�E\�0DWWKHZ�%HQGHU�	�&RPSDQ\��,QF��&RS\ULJKW������5HHG�
(OVHYLHU� 3URSHUWLHV� 6$��� XVHG� XQGHU� OLFHQVH� E\�0DWWKHZ� %HQGHU� 	� &RPSDQ\��
,QF��$OO� ULJKWV� UHVHUYHG��1R� SDUW� RI� WKLV� QHZVOHWWHU�PD\� EH� UHSURGXFHG� LQ� DQ\�
IRUP�E\�PLFURILOP��[HURJUDSK\��RU�RWKHUZLVH�LQFRUSRUDWHG�LQWR�DQ\�LQIRUPDWLRQ�
UHWULHYDO�V\VWHP�ZLWKRXW�WKH�ZULWWHQ�SHUPLVVLRQ�RI�WKH�FRS\ULJKW�RZQHU��5HTXHVWV�
WR� UHSURGXFH� PDWHULDO� FRQWDLQHG� LQ� WKH� SXEOLFDWLRQV� VKRXOG� EH� DGGUHVVHG� WR�
&RS\ULJKW�&OHDUDQFH�&HQWHU�� ����5RVHZRRG�'ULYH��'DQYHUV�0$�������� ������
����������ID[�����������������)RU�FXVWRPHU�VXSSRUW��SOHDVH�FRQWDFW�/H[LV1H[LV�
0DWWKHZ� %HQGHU�� ����� %URDGZD\�� $OEDQ\�� 1<� ������ RU� H�PDLO�
&XVWRPHU�6XSSRUW#OH[LVQH[LV�FRP�� 'LUHFW� HGLWRULDO� LQTXLULHV� WR�
MXGLWK�U\VHU#OH[LVQH[LV�FRP��
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