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7KH�PRXWK�WR�HDU�GHOD\�ERXQGV�WKDW�FDQ�EH�WROHUDWHG�IRU�XQGLVWRUWHG�YRLFH�DUH�ZHOO�NQRZQ�DQG�VWDQGDUGL]HG� LQ� WKH�,78�7
5HFRPPHQGDWLRQV��,Q�WKLV�SDSHU��VLPLODU�GHOD\�ERXQGV�DUH�GHWHUPLQHG�IRU�YRLFH�WKDW�LV�WUDQVSRUWHG�LQ�FRPSUHVVHG�IRUP��RYHU
DQ�,3�QHWZRUN���0RUH�SUHFLVHO\��WKH�GHSHQGHQF\�RI�WKHVH�ERXQGV�RQ�WKH�ORZ�ELW�UDWH�FRGHFV�XVHG��WKH�DPRXQW�RI�HFKR�FRQWURO
SHUIRUPHG�DQG�WKH�ZD\�WKH�,3�QHWZRUN�LV�DFFHVVHG��LV�LQYHVWLJDWHG�LQ�GHWDLO�

.H\ZRUGV��FRGHF��HFKR�FRQWURO��(�PRGHO��PRXWK�WR�HDU�GHOD\��YRLFH�RYHU�,3

��� ,1752'8&7,21

&XUUHQWO\�WKH�UHDO�WLPH�WUDQVSRUW�RI��FRPSUHVVHG��YRLFH�RYHU�DQ�,3�QHWZRUN��9R,3����������LV�DQ�LPSRUWDQW�FHQWHU�RI�DWWHQWLRQ�
0RUH�SUHFLVHO\��ZKHWKHU�4XDOLW\�RI�6HUYLFH��4R6��FDQ�EH�JXDUDQWHHG�IRU�YRLFH�IORZV�WUDQVSRUWHG�RYHU�D�UHDVRQDEO\�ORDGHG�,3
QHWZRUN�UHPDLQV�DQ�RSHQ�TXHVWLRQ��4R6�LQ�WKH�FRQWH[W�RI�9R,3�LV�PDLQO\�GHWHUPLQHG�E\�WKH�0RXWK�WR�(DU��0�(��GHOD\��L�H��
WKH�WLPH�WKDW�HODSVHV�EHWZHHQ�WKH�PRPHQW�WKH�WDONHU�XWWHUV�WKH�ZRUGV�DQG�WKH�PRPHQW�WKH�OLVWHQHU�KHDUV�WKHP�

7KH�0�(� GHOD\� ERXQGV� WKDW� FDQ� EH� WROHUDWHG� LQ� WUDGLWLRQDO� WHOHSKRQ\� DUH� ZHOO� NQRZQ�� 7KH\� DUH� VWDQGDUGL]HG� LQ� ,78�7
5HFRPPHQGDWLRQV�*�������DQG�*�������IRU�XQGLVWRUWHG�YRLFH�� L�H���YRLFH�LQ�DQDORJXH�RU�WKH�*�����IRUPDW�� ,Q� WKLV�SDSHU�ZH
H[WHQG�WKHVH�UHFRPPHQGDWLRQV�DQG�GHWHUPLQH�WKH�WROHUDEOH�0�(�GHOD\�ERXQGV�IRU�YRLFH�WKDW�LV�WUDQVSRUWHG� LQ�FRPSUHVVHG
IRUP�RYHU� DQ� ,3�QHWZRUN�� ,Q�SDUWLFXODU��ZH� LQYHVWLJDWH� WKH�GHSHQGHQF\�RI� WKHVH�GHOD\� ERXQGV� RQ� WKH� ORZ�ELW� UDWH� FRGHFV
HPSOR\HG��WKH�OHYHO�RI�HFKR�FRQWURO�SHUIRUPHG�DQG�WKH�VFHQDULR�XVHG�WR�DFFHVV�WKH�,3�EDFNERQH�QHWZRUN��:KHQ�GHVLJQLQJ�D
9R,3�QHWZRUN��WKH�YRLFH�SDFNHW�VL]HV�DQG�GHMLWWHULQJ�GHOD\V�WKHQ�VKRXOG�EH�FKRVHQ�VXFK�WKDW�WKH�REWDLQHG�GHOD\�ERXQGV�DUH
PHW��$OVR�IURP�WKH�DQDO\VLV�SUHVHQWHG�KHUH��LW�PD\�EH�FRQFOXGHG�XQGHU�ZKLFK�FLUFXPVWDQFHV�(FKR�&RQWURO��(&��LV�UHTXLUHG�

7KH�QH[W�VHFWLRQ�UHFDOOV�WKH�WROHUDEOH�0�(�GHOD\�ERXQGV�IRU�WUDGLWLRQDO�WHOHSKRQ\��,Q�6HFWLRQ���D�PHWKRG��EDVHG�RQ�WKH�(�
PRGHO��LV�GHVFULEHG�WR�REWDLQ�WKH�WROHUDEOH�0�(�GHOD\�ZKHQ�WKH�SDUDPHWHUV�RI�D�YRLFH�FDOO�DUH�NQRZQ��6HFWLRQ���FDOFXODWHV
WKH�PLQLPDO�GHOD\�DVVRFLDWHG�ZLWK�D�FHUWDLQ�FRGHF��6HFWLRQ���DVVHVVHV�WKH�WROHUDEOH�0�(�GHOD\V�IRU�WZR�UHIHUHQFH�VFHQDULRV�
)LQDOO\��LQ�WKH�ODVW�VHFWLRQ�VRPH�FRQFOXVLRQV�DUH�GUDZQ�

��� 75$',7,21$/�72/(5$%/(�0287+�72�($5�'(/$<

,Q�WKH�,78�7�5HFRPPHQGDWLRQV�*�������DQG�*��������ZKLFK�GHDO�ZLWK�WROHUDEOH�0�(�GHOD\V��WKH�IROORZLQJ�UXOHV�DUH�IRXQG
IRU�XQGLVWRUWHG�YRLFH��L�H���YRLFH�LQ�DQDORJXH�RU�WKH�*�����IRUPDW�

�� 8QGHU�QRUPDO�FLUFXPVWDQFHV��(&�LV�QHHGHG�LI�WKH�0�(�GHOD\�LV�ODUJHU�WKDQ����PV��,I�WKH�HFKR�LV�H[FHSWLRQDOO\�ODUJH��L�H��
OHVV�WKDQ����G%�DWWHQXDWHG�ZLWK�UHVSHFW�WR�WKH�RULJLQDO�VLJQDO���(&�LV�DOUHDG\�QHFHVVDU\�IRU�0�(�GHOD\V�EHORZ����PV�

�� :KHQ� WKH� HFKR� LV� DGHTXDWHO\� FRQWUROOHG� �L�H��� WKH� LPSDLUPHQW� RI� WKH� HFKR� LV� QHJOLJLEOH� FRPSDUHG� WR� WKH� LPSDLUPHQW
FDXVHG�E\�WKH�ORVV�RI�LQWHUDFWLYLW\�

� 0�(�GHOD\V�XS�WR�����PV�DUH�DFFHSWDEOH�IRU�PRVW�XVHU�DSSOLFDWLRQV�

� 0�(�GHOD\V�EHWZHHQ�����PV� DQG�����PV� DUH� DFFHSWDEOH�� SURYLGHG� WKDW� RQH� LV� DZDUH� RI� WKH� GHOD\� LPSDFW� RQ� WKH
TXDOLW\�RI�WKH�XVHU�DSSOLFDWLRQV��DQG

� 0�(�GHOD\V�DERYH�����PV�DUH�XQDFFHSWDEOH�

7KH�DLP�RI� WKLV�SDSHU� LV� WR�H[WHQG� WKHVH�0�(�GHOD\�ERXQGV� WR�FDVHV�ZKHUH�YRLFH� LV� WUDQVSRUWHG� LQ�FRPSUHVVHG� IRUP�� L�H��
ZKHQ�D�ORZ�ELW�UDWH�FRGHF�LV�XVHG��IRU�EDQGZLGWK�UHVRXUFH�HFRQRP\�SXUSRVHV��

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

�&RUUHVSRQGHQFH��(�PDLO��GDQQ\�GHBYOHHVFKDXZHU#DOFDWHO�EH��7HOHSKRQH��������������������)D[������������������
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7KH� (76,� (�PRGHO���������� SUHGLFWV� WKH� VXEMHFWLYH� TXDOLW\� RI� D� WHOHSKRQH� FDOO� EDVHG� RQ� LWV� FKDUDFWHUL]LQJ� WUDQVPLVVLRQ
SDUDPHWHUV��,W�FRPELQHV�WKH�LPSDLUPHQWV�FDXVHG�E\�WKHVH�WUDQVPLVVLRQ�SDUDPHWHUV�LQWR�D�UDWLQJ�IDFWRU�GHQRWHG�DV�5��)URP
WKLV�5�IDFWRU��ZKLFK�OLHV�LQ�WKH�LQWHUYDO�>�����@��VXEMHFWLYH�XVHU�UHDFWLRQV�DV�IRU�H[DPSOH�WKH�0HDQ�2SLQLRQ�6FRUH��026��FDQ
EH�SUHGLFWHG�

7KH�5�VFDOH�ZDV�FKRVHQ�VXFK�WKDW�LPSDLUPHQWV�DUH�DSSUR[LPDWHO\�DGGLWLYH��7KLV�DSSUR[LPDWLRQ��LQKHUHQW�LQ�WKH�(�PRGHO��LV
YDOLG�IRU�WKH�5�UDQJH�RI�LQWHUHVW��7KH�5�IDFWRU�LV�FRPSRVHG�RI�WKH�WHUPV

$,,,55
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7KH� ILUVW� WHUP� 5
�

� UHSUHVHQWV� WKH� EDVLF� VLJQDO�WR�QRLVH� UDWLR�� 7KH� VHFRQG� WHUP� ,
V

� UHSUHVHQWV� LPSDLUPHQWV� RFFXUULQJ
VLPXOWDQHRXVO\�ZLWK�WKH�YRLFH�VLJQDO��VXFK�DV�LPSDLUPHQWV�FDXVHG�E\�TXDQWL]DWLRQ��E\�WRR�ORXG�D�FRQQHFWLRQ��E\�WRR�ORXG�D
VLGH�WRQH��HWF��7KH�WKLUG�WHUP�,

G

�UHSUHVHQWV�GHOD\HG�LPSDLUPHQWV��,QFOXGHG�DUH�LPSDLUPHQWV�FDXVHG�E\�WDONHU�DQG�OLVWHQHU�HFKR
DQG�LPSDLUPHQWV�FDXVHG�E\�WKH�ORVV�RI�LQWHUDFWLYLW\��7KH�IRXUWK�WHUP�,

H

�UHSUHVHQWV�LPSDLUPHQWV�FDXVHG�E\�WKH�XVH�RI�VSHFLDO
HTXLSPHQW��)RU�H[DPSOH��HDFK� ORZ�ELW� UDWH�FRGHF�KDV�DQ�DVVRFLDWHG� LPSDLUPHQW�YDOXH��7KH�ILIWK� WHUP�$� LV� WKH�H[SHFWDWLRQ
IDFWRU�� ,W�H[SUHVVHV� WKH�GHFUHDVH� LQ�5�IDFWRU�D�XVHU� LV�ZLOOLQJ� WR� WROHUDWH�EHFDXVH�RI� WKH�³DGYDQWDJH�RI�DFFHVV´� WKDW�FHUWDLQ
V\VWHPV�KDYH�RYHU� WUDGLWLRQDO�ZLUH�ERXQG� WHOHSKRQ\��$V� DQ� H[DPSOH�� WKH� H[SHFWDWLRQ� IDFWRU�$� IRU�PRELOH� WHOHSKRQ\� �L�H��
*60��HTXDOV�����,Q�WKLV�SDSHU�ZH�WDNH�$ ���L�H���WKH�TXDOLW\�RI�9R,3�FDOOV�LV�FRPSDUHG�ZLWK�WKH�TXDOLW\�RI�WUDGLWLRQDO�ZLUH�
ERXQG�WHOHSKRQ\�

)URP�HT������ZH�QRWLFH�WKDW�WZR�FDOOV�KDYLQJ�WKH�VDPH�5�UDWLQJ�DQG�WKHUHIRUH�ZLOO�EH�JLYHQ�WKH�VDPH�026��FDQ�JLYH�D�WRWDOO\
GLIIHUHQW� VXEMHFWLYH� LPSUHVVLRQ�� 2QH� FDOO� PLJKW� SURGXFH� FU\VWDO� FOHDU�� XQGLVWRUWHG� VSHHFK� �H�J��� ,

H

 ��� EXW� VXIIHU� IURP� D
UHODWLYH�ODUJH�GHOD\��H�J���,

G

 �����7KH�RWKHU�FDOO�PD\�GLVWRUW�WKH�VSHHFK�D�OLWWOH��H�J���,
H

 �����ZKLOH�LWV�GHOD\�LV�QRW�QRWLFHDEOH
�H�J���,

G

 ���

,78�7� GUDIW� 5HFRPPHQGDWLRQ� *�JRYT��� GHILQHV� WKH� UDQJH� WKH� 5�IDFWRU� KDV� WR� IDOO� LQ� IRU� WKH� FDOO� WR� EH� UDWHG� RI� EHVW
������5��������� KLJK� ������5��������PHGLXP� ������5�������� ORZ� ������5�������RU� SRRU� ������5������� TXDOLW\�� &RQQHFWLRQV
ZLWK�5�YDOXHV�EHORZ����DUH�QRW�UHFRPPHQGHG��7KH�VDPH�GUDIW�PHQWLRQV�WKDW�WKH�WHUP�³WROO�TXDOLW\´�LV�DQ�LOO�XVHG�WHUP��+HUH�
ZH�KDYH�WDNHQ�WKH�5�YDOXH�RI�����FRUUHVSRQGLQJ�WR�D�026�RI������DV�OLPLW�IRU�WUDGLWLRQDO�TXDOLW\��:K\�WKLV�YDOXH�ZDV�WDNHQ
LV�H[SODLQHG�LQ�WKH�ODVW�SDUDJUDSK�RI�6HFWLRQ������,I�WKH�5�IDFWRU�RI�D�9R,3�FDOO�LV�ODUJHU�WKDQ�����WKHQ�WKH�TXDOLW\�RI�WKH�9R,3
FDOO�LV�FRPSDUDEOH�WR�WKH�TXDOLW\�RI�ZLUHG�ERXQG�WHOHSKRQ\�

:H� FRQVLGHU� WKH� TXDOLW\� SHUFHLYHG� E\� RQH� SDUW\�� %HFDXVH� WKLV� SDSHU� ORRNV� DW�9R,3��ZH� RQO\� FRQVLGHU� WKH� LPSDLUPHQW� ,
G

FDXVHG�E\�GHOD\�DQG�WKH�LPSDLUPHQW�,
H�

FDXVHG�E\�WKH�XVH�RI�ORZ�ELW�UDWH�FRGHFV�

7KH�LPSDLUPHQW�IDFWRU�,
G

�LV�WKH�VXP�RI�WKUHH�FRQWULEXWLRQV��WKH�LPSDLUPHQW�FDXVHG�E\�WDONHU�HFKR��WKH�LPSDLUPHQW�FDXVHG�E\
OLVWHQHU�HFKR�DQG�WKH�LPSDLUPHQW�FDXVHG�E\�WKH�ORVV�RI�LQWHUDFWLYLW\�

)LUVW�� WDONHU�HFKR�GLVWXUEV�SDUW\����VHH�)LJXUH�����EHFDXVH�KH�KHDUV�DQ�DWWHQXDWHG�DQG�GHOD\HG�HFKR�RI�KLV�RZQ�YRLFH��7KLV
HFKR�PD\� EH� FDXVHG� E\� D� UHIOHFWLRQ� FORVH� WR� SDUW\� ��� H�J��� LQ� WKH� K\EULG� RI� WKH� WHUPLQDWLQJ� 3XEOLF� 6ZLWFKHG� 7HOHSKRQH
1HWZRUN��3671��QRGH�RU�LQ�WKH�WHUPLQDO�HTXLSPHQW�RI�SDUW\����7KH�7DONHU�(FKR�/RXGQHVV�5DWLQJ��7(/5�����LV�WKH�DPRXQW
�H[SUHVVHG�LQ�G%��ZLWK�ZKLFK�WKH�HFKR�VLJQDO�LV�DWWHQXDWHG�ZLWK�UHVSHFW�WR�WKH�RULJLQDO�VLJQDO��7KH�7(/5�LV�GHWHUPLQHG�E\
WKH�(FKR�/RVV��(/��(/

�

�FORVH�WR�SDUW\����PHDVXUHG�ZLWK�UHVSHFW�WR�D�FHUWDLQ�UHIHUHQFH�SRLQW���E\�WKH�DWWHQXDWLRQ�RI�WKH�VLJQDO
IURP�SDUW\���WR�WKH�UHIHUHQFH�SRLQW��WKH�6HQG�/RXGQHVV�5DWLQJ��6/5���DQG�E\�WKH�DWWHQXDWLRQ�RI�WKH�VLJQDO�IURP�WKH�UHIHUHQFH
SRLQW�WR�SDUW\���EDFN�DJDLQ��WKH�5HFHLYH�/RXGQHVV�5DWLQJ��5/5����7KDW�LV�

�
(/5/56/57(/5 ++= ������ ���

6HFRQG��OLVWHQHU�HFKR�DOVR�GLVWXUEV�SDUW\����ZKR�KHDUV�WKH�RULJLQDO�VLJQDO�IURP�SDUW\���IROORZHG�E\�DQ�DWWHQXDWHG�HFKR�RI�WKLV
VLJQDO��7KLV�HFKR�LV�FDXVHG�E\�D�UHIOHFWLRQ�FORVH�WR�SDUW\���ZLWK�DWWHQXDWLRQ�(/

�

�� IROORZHG�E\�D�UHIOHFWLRQ�FORVH�WR�SDUW\��
ZLWK� DWWHQXDWLRQ� (/

�

�� 7KH� :HLJKWHG� (FKR� 3DWK� /RVV� �:(3/����� LV� WKH� DPRXQW� �H[SUHVVHG� LQ� G%�� WKH� OLVWHQHU� HFKR� LV
DWWHQXDWHG�ZLWK�UHVSHFW�WR�WKH�RULJLQDO�VLJQDO�KHDUG�E\�SDUW\����L�H��

��
(/(/:(3/ += ������ ���

7\SLFDO�YDOXHV�IRU�6/5��5/5��(/
�

�DQG�(/
�

�GHSHQG�RQ�WKH�DFFHVV�QHWZRUN�DQG�WKH�WHUPLQDO�HTXLSPHQW�DQG�ZLOO�EH�JLYHQ�LQ
6HFWLRQ����7KH�YDOXHV�IRU�WKH�(/V��(/

�

�DQG�(/
�

��FDQ�EH�LQFUHDVHG�E\�WKH�XVH�RI�DQ�(FKR�&RQWUROOHU��(&���,W�LV�DGYLVLEOH�WR
GHSOR\�WKH�(&�FORVH�WR�WKH�VRXUFH�RI�HFKR��EHFDXVH�WKH�OHVV�GHOD\�WKHUH�LV�EHWZHHQ�WKH�RULJLQDO�DQG�HFKR�VLJQDO�WKH�HDVLHU�LW�LV
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WR�DWWHQXDWH�WKH�HFKR��$�VLPSOH�(&�FDQ�HDVLO\�LQFUHDVH�WKH�(/�E\����G%�DQG�D�PRUH�HODERUDWH�(&�FDQ�HYHQ�JHW� ULG�RI� WKH
HFKR�FRPSOHWHO\��LQ�ZKLFK�FDVH�WKH�(/�LV�LQILQLWH�

7KH� WKLUG�GHOD\�UHODWHG� IDFWRU� WKDW�PD\�GLVWXUE�SDUW\��� LV� WKH� ORVV�RI� LQWHUDFWLYLW\�� ,I� WKH� �RQH�ZD\�� GHOD\� LV� WRR� ODUJH�� DQ
LQWHUDFWLYH�FRQYHUVDWLRQ�EHFRPHV�LPSRVVLEOH�

$OO�WKRVH�LPSDLUPHQWV��SDUW\���KHDUV�D�WRR�ORXG�HFKR�RI�KLV�RZQ�YRLFH�ZKHQ�KH�LV�WDONLQJ��SDUW\���KHDUV�D�WRR�ORXG�HFKR�RI
SDUW\���DQG�SDUW\���KDV�WR�ZDLW�WRR�ORQJ�IRU�WKH�UHVSRQVH�RI�SDUW\����LQIOXHQFH�WKH�VXEMHFWLYH�TXDOLW\�REVHUYHG�E\�SDUW\����7KH
(�PRGHO�WKDW�SUHGLFWV�WKLV�VXEMHFWLYH�TXDOLW\�WDNHV�DOO�WKRVH�LPSDLUPHQWV�LQWR�DFFRXQW�
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0�(�GHOD\��PV�
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(/ ���G%

(/ ���G%

(/ LQILQLW\

)LJXUH����7KH�5�IDFWRU�DV�D�IXQFWLRQ�RI�WKH�0�(�GHOD\�IRU�WKH�*�����FRGHF�DQG�YDULRXV�OHYHOV�RI�HFKR�ORVV��(/��
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)LJXUH����FDOFXODWHG�ZLWK� WKH�(�PRGHO�� VKRZV� WKH� LQIOXHQFH�RI� WKH�0�(�GHOD\�RQ� WKH�5�IDFWRU� IRU�FDOOV� WUDQVSRUWHG� LQ� WKH
*�����IRUPDW�RYHU�WKH�,3�QHWZRUN��$V�H[SHFWHG�IURP�WKH�UHDVRQLQJ�DERYH��WKH�LPSDLUPHQW�DVVRFLDWHG�ZLWK�GHOD\�LV�VWURQJO\
LQIOXHQFHG�E\�WKH�(/V�FORVH�WR�SDUW\���DQG����)LJXUH���JLYHV�WKH�UHVXOW�IRU�D�V\PPHWULF�VFHQDULR��L�H���ZKHQ�(/

�

 (/
�

��9DULRXV
OHYHOV�RI�(/�DUH�FRQVLGHUHG��2EVHUYH�WKDW�WKH�5�IDFWRU�LV�D�QRQ�LQFUHDVLQJ�IXQFWLRQ�RI�WKH�0�(�GHOD\�DQG�WKDW�WKH�PD[LPDO
5�IDFWRU�LQ�)LJXUH���HTXDOV������IRU�]HUR�0�(�GHOD\�

,I� WKH�YRLFH� LV� WUDQVSRUWHG� LQ�FRPSUHVVHG�IRUP�� WKH�5�IDFWRU�GHFUHDVHV�E\�DQ�DPRXQW� ,
H

� DVVRFLDWHG�ZLWK� WKDW�FRGHF��7KHVH
,
H

�YDOXHV�� WDEXODWHG� LQ�7DEOH���� DUH�DYHUDJHV�RI� �ORWV�RI�� VXEMHFWLYH� WHVWV��&XUYHV� VLPLODU� WR� WKH� FXUYHV�RI�)LJXUH��� FDQ�EH
PDGH�IRU�HYHU\��VWDQGDUGL]HG��FRGHF��7KHVH�QHZ�FXUYHV�FDQ�EH�REWDLQHG�IURP�)LJXUH���E\�D�GRZQZDUG�VKLIW� HTXDO� WR� WKH
LPSDLUPHQW�WHUP�,

H

�DVVRFLDWHG�ZLWK�WKH�FRGHF��)URP�7DEOH���LW�LV�WKHQ�FOHDU�WKDW�FHUWDLQ�FRGHFV��L�H���*�����RU�*�����DW���
DQG����NE�V� DQG�*60�+5�� QHYHU� REWDLQ� WUDGLWLRQDO� TXDOLW\�� EHFDXVH� WKHLU� LQWULQVLF� LPSDLUPHQW� IDFWRU� ,

H

� LV� WRR� ODUJH�� L�H��
ODUJHU�WKDQ�������� ������7KHVH�FRGHFV�ZLOO�QRW�EH�FRQVLGHUHG�IXUWKHU�

,I�WUDQVFRGLQJ�RFFXUV��L�H���LI�VRPHZKHUH�DORQJ�WKH�URXWH�WKH�YRLFH�LV�WUDQVODWHG�IURP�FRGHF�;�WR�FRGHF�<��WKH�*�����FRGHF�LV
XVHG�DV�DQ�LQWHUPHGLDWH�IRUPDW��$V�VXFK��WKH�LPSDLUPHQW�WHUPV�DVVRFLDWHG�ZLWK�WKHVH�WKUHH�FRGHFV��;��*�����DQG�<��VKRXOG
EH� DGGHG� WR� REWDLQ� WKH� RYHUDOO� ,

H
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