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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����3UHFRQFHSWLRQ�&DUH�DQG�&RQWUDFHSWLRQ

3UHFRQFHSWLRQ�&DUH�DQG�&RQWUDFHSWLRQ

6WXGLHV�RI�SUHJQDQF\�LQ�WKH�+$$57�HUD�LQGLFDWH�WKDW�SUHJQDQF\�LV�FRPPRQ�
DIWHU�D�GLDJQRVLV�RI�+,9�DQG�OLYH�ELUWK�UDWHV�DUH�VLJQLILFDQWO\�LQFUHDVHG�ZKHQ�
FRPSDUHG�ZLWK�WKH�SUH�+$$57�SHULRG��DERUWLRQ�LV�OHVV�FRPPRQ��DQG�+,9�
LQIHFWHG�ZRPHQ�RIWHQ�GHVLUH�PRUH�FKLOGUHQ��LQIOXHQFHG�E\�DGYDQFHV�LQ�+,9�FDUH�
�$P�-�3XEOLF�+HDOWK���������������$,'6���������������$,'6��������������
$P�-�2EVWHW�*\QHFRO��������������H���$,'6�&DUH����������������0DQ\�+,9�
LQIHFWHG�ZRPHQ������RI�ZKRP�DUH�RI�FKLOGEHDULQJ�DJH��QRZ�IHHO�WKDW�WKH\�
FDQ�KDYH�PRUH�QRUPDO�OLYHV�WKDW�LQFOXGH�EHDULQJ�FKLOGUHQ�ZLWK�WKH�UHDOLVWLF�KRSH�
RI�UDLVLQJ�WKHP�WR�DGXOWKRRG��9LHZHG�WKURXJK�WKLV�OHQV��SUHJQDQFLHV�DPRQJ�
ZRPHQ�ZLWK�+,9�FDQ�EH�VHHQ�DV�SDUW�RI�WKH�VXFFHVV�VWRU\�RI�+,9³D�FKDSWHU�LQ�
WKH�HYROXWLRQ�RI�+,9�LQIHFWLRQ�IURP�D�SURJUHVVLYH�DQG�XQLIRUPO\�IDWDO�FRQGLWLRQ�
WR�D�FKURQLF�GLVHDVH�WKDW�LV�VHULRXV�EXW�VXUYLYDEOH�

7KH�8�6��&HQWHUV�IRU�'LVHDVH�&RQWURO�DQG�3UHYHQWLRQ��&'&���WKH�$PHULFDQ�
&RQJUHVV�RI�2EVWHWULFV�DQG�*\QHFRORJ\��$&2*���DQG�RWKHU�QDWLRQDO�
RUJDQL]DWLRQV�UHFRPPHQG�RIIHULQJ�DOO�ZRPHQ�RI�FKLOGEHDULQJ�DJH�
FRPSUHKHQVLYH�IDPLO\�SODQQLQJ��LQFOXGLQJ�HIIHFWLYH�FRQWUDFHSWLYH�FRXQVHOLQJ��
DQG�WKH�RSSRUWXQLW\�WR�UHFHLYH�SUHFRQFHSWLRQ�FRXQVHOLQJ�DQG�FDUH�DV�
DQ�LQWHJUDO�FRPSRQHQW�RI�URXWLQH�SULPDU\�PHGLFDO�FDUH��2EVWHW�*\QHFRO�
���������������2EVWHW�*\QHFRO����������������00:5�5HFRPP�5HS�
��������55�������

7KLV�FKDSWHU�UHYLHZV�LVVXHV�UHODWHG�WR�UHSURGXFWLYH�GHFLVLRQ�PDNLQJ��LQFOXGLQJ�
SUHFRQFHSWLRQ�FDUH�DQG�FRXQVHOLQJ�DQG�XVH�RI�FRQWUDFHSWLRQ�WR�UHGXFH�
XQLQWHQGHG�SUHJQDQF\�

3UHFRQFHSWLRQ�&DUH

7KH�&'&�GHILQHV�SUHFRQFHSWLRQ�FDUH�DV�D�VHULHV�RI�´LQWHUYHQWLRQV�WKDW�DLP�
WR�LGHQWLI\�DQG�PRGLI\�ELRPHGLFDO��EHKDYLRUDO��DQG�VRFLDO�ULVNV�WR�D�ZRPDQ·V�
KHDOWK�RU�SUHJQDQF\�RXWFRPH�WKURXJK�SUHYHQWLRQ�DQG�PDQDJHPHQWµ��00:5�
5HFRPP�5HS���������55�������

*RDOV�RI�SUHFRQFHSWLRQ�FDUH�LQFOXGH

�� SUHYHQW�XQLQWHQGHG�SUHJQDQF\�

�� RSWLPL]H�PDWHUQDO�KHDOWK�SULRU�WR�SUHJQDQF\�

�� LPSURYH�PDWHUQDO�DQG�IHWDO�RXWFRPHV�LQ�SUHJQDQF\�

�� SUHYHQW�PRWKHU�WR�FKLOG�WUDQVPLVVLRQ�RI�+,9��DQG

�� SUHYHQW�WUDQVPLVVLRQ�RI�+,9�WR�DQ�XQLQIHFWHG�VH[XDO�SDUWQHU�
ZKLOH�WU\LQJ�WR�FRQFHLYH�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����3UHFRQFHSWLRQ�&DUH�DQG�&RQWUDFHSWLRQ

:KHQ�WR�'LVFXVV�3UHJQDQF\

6HYHUDO�VWXGLHV�KDYH�GRFXPHQWHG�SUHGLFWRUV�RI�WKH�GHVLUH�WR�FRQFHLYH��$,'6�
%HKDY���������������3/R6�2QH��������H������$,'6�%HKDY��������������
)DP�3ODQQ�3HUVSHFW���������������&RPPRQO\��WKH�ZRPHQ�ZKR�PRVW�ZDQW�WR�
FRQFHLYH�DUH�\RXQJHU��KDYH�QR�FKLOGUHQ��DQG�KDYH�D�KXVEDQG�SDUWQHU�RWKHU�
IDPLO\�PHPEHU�ZKR�ZDQWV�WKHP�WR�JHW�SUHJQDQW��1RQHWKHOHVV��WKH�GHVLUH�WR�
KDYH�D�FKLOG�DQG�GHFLVLRQV�UHJDUGLQJ�ZKHWKHU�DQG�ZKHQ�WR�GR�VR�DUH�FRPSOH[��
PXOWLIDFHWHG��FKDQJHDEOH�RYHU�WLPH��DQG�QRW�QHFHVVDULO\�UHODWHG�WR�KHDOWK�
VWDWXV��7KHUHIRUH��DOO�ZRPHQ�RI�FKLOGEHDULQJ�FDSDFLW\�VKRXOG�EH�DVVHVVHG�
IRU�FKLOGEHDULQJ�GHVLUHV�RU�LQWHQWLRQV�DW�WKHLU�LQLWLDO�HYDOXDWLRQ�ZLWK�DQ�+,9�
FDUH�SURYLGHU�DQG�DW�UHJXODU�LQWHUYDOV�WKURXJKRXW�WKH�FRXUVH�RI�FDUH��7KLV�LV�
SDUWLFXODUO\�LPSRUWDQW�LI�D�ZRPDQ

�� KDV�H[SUHVVHG�DQ�LQWHUHVW�LQ�FRQFHLYLQJ�

�� LV�QRW�XVLQJ�HIIHFWLYH�FRQWUDFHSWLRQ�RU�LV�QRW�XVLQJ�LW�UHJXODUO\�
RU�DSSURSULDWHO\�

�� KDV�FKDQJHG�VH[XDO�SDUWQHUV�RU�H[SHULHQFHG�D�FKDQJH�LQ�
SHUVRQDO�FLUFXPVWDQFHV��H�J���LV�SRVWSDUWXP��

�� LV�WDNLQJ�PHGLFDWLRQV�ZLWK�SRWHQWLDO�UHSURGXFWLYH�WR[LFLW\�RU�
LQWHUDFWLRQV�ZLWK�KRUPRQDO�FRQWUDFHSWLRQ�

�� LV�DW�ULVN�IRU�XQLQWHQGHG�SUHJQDQF\�

�� PD\�EHQHILW�IURP�RU�EH�RWKHUZLVH�DIIHFWHG�E\�QHZ�
GHYHORSPHQWV�LQ�WKH�ILHOG�RI�SUHJQDQF\�DQG�+,9��DQG�RU

�� SODQV�WR�HQUROO�LQ�FOLQLFDO�WULDOV�

3ULPDU\�+,9�FDUH�SURYLGHUV�VKRXOG�EH�SURDFWLYH�LQ�DGGUHVVLQJ�UHSURGXFWLYH�
QHHGV�DQG�GHVLUHV��DV�PDQ\�ZRPHQ�PD\�QRW�IHHO�FRPIRUWDEOH�LQ�UDLVLQJ�WKHVH�
LVVXHV�IRU�IHDU�RI�EHLQJ�MXGJHG�KDUVKO\�RU�GLVFRXUDJHG��$,'6�3DWLHQW�&DUH�
67'6���������������3DWLHQW�SURYLGHU�WRROV�VXFK�DV�WKRVH�VKRZQ�LQ�)LJXUH�����
PD\�IDFLOLWDWH�WKLV�GLVFXVVLRQ�E\�KHOSLQJ�WR�LGHQWLI\�SDWLHQW�QHHGV�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����3UHFRQFHSWLRQ�&DUH�DQG�&RQWUDFHSWLRQ

)LJXUH����
+,9�DQG�3UHJQDQF\��'HFLVLRQ�$LGV�IRU�WKH�3DWLHQW�DQG�3URYLGHU

���3DWLHQW�'HFLVLRQ�$LG

:LWK�HIIHFWLYH�+,9�WUHDWPHQW��ZRPHQ�DQG�PHQ�ZLWK�+,9�LQIHFWLRQ�FDQ�QRZ�HQMR\�D�
ORQJ�DQG�KHDOWK\�OLIH�DQG�FDQ�ORRN�IRUZDUG�WR�D�IXWXUH�WKDW�PD\�LQFOXGH�SODQQLQJ�
D�IDPLO\��:KHQ�WDNHQ�GXULQJ�SUHJQDQF\��+,9�PHGLFDWLRQV�FDQ�GHFUHDVH�WKH�ULVN�
RI�WUDQVPLWWLQJ�+,9�WR�WKH�EDE\�WR���²���RU�OHVV��,W�LV�DOVR�LPSRUWDQW�WR�SUHYHQW�
SUHJQDQF\�ZKHQ�\RX�DUH�QRW�\HW�UHDG\�WR�EHFRPH�D�PRWKHU��$V�D�ZRPDQ�ZLWK�
+,9��LW�LV�LPSRUWDQW�WR�SODQ�FDUHIXOO\�VR�WKDW�\RX�FDQ�JHW�WKH�WUHDWPHQW�\RX�QHHG�
WR�KDYH�D�VDIHU�SUHJQDQF\��SUHYHQW�WUDQVPLVVLRQ�RI�+,9�WR�\RXU�EDE\��DQG�SUHYHQW�
SUHJQDQF\�XQWLO�\RX�DUH�UHDG\��7KLV�VXUYH\�LV�GHVLJQHG�WR�KHOS�\RX�DQG�\RXU�
KHDOWKFDUH�SURYLGHU�WDNH�WKH�ILUVW�VWHSV�LQ�WKDW�SODQQLQJ�

1DPH�� �'DWH��

���<RXU�FXUUHQW�DJH�LV�

���+DYH�\RX�HYHU�EHHQ�SUHJQDQW"� ��<(6� ��12

���,I�<(6��KRZ�PDQ\�WLPHV"� �+RZ�PDQ\�FKLOGUHQ�GR�\RX�
KDYH"�

���$UH�\RX�LQWHUHVWHG�LQ�JHWWLQJ�SUHJQDQW"� ��<(6� ��12

���,I�<(6��ZKHQ�GR�\RX�ZLVK�WR�FRQFHLYH"
��7U\LQJ�WR�FRQFHLYH�QRZ� ����PRQWKV�²���\HDU�IURP�QRZ
����²���\HDUV�IURP�QRZ� ��0RUH�WKDQ���\HDUV�IURP�QRZ

���+DYH�\RX�KDG�VH[�ZLWK�D�PDQ�LQ�WKH�ODVW���PRQWKV"� ��<(6� ��12

���$UH�\RX�FXUUHQWO\�XVLQJ�FRQGRPV"� ��<(6� ��12

���$UH�\RX�FXUUHQWO\�XVLQJ�ELUWK�FRQWURO�RWKHU�WKDQ�FRQGRPV"

$��:KDW�W\SH"
��1RQH� ��%LUWK�FRQWURO�SLOO� ��,8'� ��,QMHFWLRQ��'HSR�3URYHUD�
��3DWFK�YDJLQDO�ULQJ� ��,PSODQW�XQGHU�WKH�VNLQ��,PSODQRQ�
��6WHULOL]DWLRQ��WXEHV�WLHG�� ��8QVXUH
��2WKHU��

%��$UH�\RX�WU\LQJ�WR�JHW�SUHJQDQW"� ��<(6� ��12

���:RXOG�\RX�RU�\RXU�SDUWQHU�OLNH�WR�WDON�WR�VRPHRQH�DERXW�SODQQLQJ�D�
VDIHU�SUHJQDQF\�WKDW�PD\�UHGXFH�WKH�ULVN�RI�+,9�WUDQVPLVVLRQ�WR�\RXU�
EDE\"� ��<(6� ��12
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����3UHFRQFHSWLRQ�&DUH�DQG�&RQWUDFHSWLRQ

)LJXUH�����FRQWLQXHG
+,9�DQG�3UHJQDQF\��'HFLVLRQ�$LGV�IRU�WKH�3DWLHQW�DQG�3URYLGHU

���3URYLGHU�'HFLVLRQ�$LG

7KLV�WRRO�LV�GHVLJQHG�WR�KHOS�\RX��WKH�KHDOWK�FDUH�SURYLGHU��EHWWHU�DGGUHVV�IHUWLOLW\�
LVVXHV��GHVLUH�WR�FRQFHLYH�DQG�GHVLUH�WR�SUHYHQW�SUHJQDQF\��ZLWK�\RXU�SDWLHQWV�

���3DWLHQW�LV�SRVWPHQRSDXVDO�RU�SRVW�K\VWHUHFWRP\�
$��<HV�²�(QG�RI�WRRO
%��1R�²�*R�WR�TXHVWLRQ��

���'RHV�SDWLHQW�ZLVK�WR�KDYH�PRUH�FKLOGUHQ"
$��<HV�²�*R�WR�TXHVWLRQ��
%��1R�²�*R�WR�TXHVWLRQ��

���'RHV�SDWLHQW�ZLVK�WR�FRQFHLYH�ZLWKLQ�WKH�QH[W�\HDU"
$��<HV�²�*R�WR�TXHVWLRQ��
%��1R�²�*R�WR�TXHVWLRQ��

���3DWLHQW�ZRXOG�OLNH�WR�FRQFHLYH�ZLWKLQ�WKH�QH[W�\HDU�
$��5HYLHZ�PHGLFDWLRQ�OLVW�ZLWK�SDWLHQW�IRU�GUXJV�WKDW�DUH�FRQWUDLQGLFDWHG�LQ�
ZRPHQ�WU\LQJ�WR�FRQFHLYH��H�J���HIDYLUHQ]��VWDWLQV��ULEDYDULQ��WHWUDF\FOLQH��
GR[\F\FOLQH���2WKHU�GUXJV�VKRXOG�EH�XVHG�XQOHVV�QR�DOWHUQDWH�DJHQWV�DUH�
DYDLODEOH�WKDW�DUH�ERWK�HIIHFWLYH�DQG�VDIHU�LQ�ZRPHQ�ZKR�DUH�WU\LQJ�WR�
FRQFHLYH�

$1'
%��2IIHU�DQG�HQFRXUDJH�UHIHUUDO�IRU�SUHFRQFHSWLRQ�FRXQVHOLQJ�DQG�HYDOXDWLRQ�

���3DWLHQW�ZLVKHV�WR�SUHYHQW�SUHJQDQF\�
$��3DWLHQW�KDV�FRPSOHWHG�FKLOGEHDULQJ��5HIHU�WR�D�J\QHFRORJLVW�WR�GLVFXVV�ORQJ�
WHUP�RU�SHUPDQHQW�RSWLRQV�IRU�FRQWUDFHSWLRQ�

25
%��3DWLHQW�ZDQWV�PRUH�FKLOGUHQ��EXW�QRW�ZLWKLQ�WKH�QH[W�\HDU��5HYLHZ�
QRQSHUPDQHQW�RSWLRQV�IRU�FRQWUDFHSWLRQ�DQG�VWURQJO\�UHFRPPHQG�UHIHUUDO�
IRU�SUHFRQFHSWLRQ�FRXQVHOLQJ�

.H\�&RQVLGHUDWLRQV�
���3DWLHQW�KDV�D�SUREOHP�ZLWK�LUUHJXODU�PHQVHV�RU�DPHQRUUKHD��,I�\HV��SHUIRUP�D�
SUHJQDQF\�WHVW�DQG�UHIHU�IRU�D�J\QHFRORJLF�HYDOXDWLRQ�

���0HQRSDXVH��&DQ�EH�GLIILFXOW�WR�GLDJQRVH
�²�,I�WKH�ZRPDQ�LV�!���\�ZLWK�QR�YDJLQDO�EOHHGLQJ�IRU�!��\��VKH�LV�
SRVWPHQRSDXVDO�

²�,I�XQFHUWDLQ��UHIHU�IRU�D�J\QHFRORJLF�HYDOXDWLRQ�
���)RUPDO�SUHFRQFHSWLRQ�FRXQVHOLQJ�DQG�HYDOXDWLRQ�LV�VWURQJO\�UHFRPPHQGHG�LI�WKH�
SDWLHQW
$��,V�LQ�D�VHURGLVFRUGDQW�UHODWLRQVKLS
%��+DV�VLJQLILFDQW�PHGLFDO�FR�PRUELGLWLHV
&��+DV�SUREOHPV�ZLWK�VXEVWDQFH�DEXVH
'��,V�WDNLQJ�D�PHGLFDWLRQ�WKDW�LV�FRQWUDLQGLFDWHG�LQ�ZRPHQ�WU\LQJ�WR�FRQFHLYH
(��5HSRUWV�D�GHVLUH�WR�FRQFHLYH�DQG�D�KLVWRU\�RI�LQIHUWLOLW\�RU�GLIILFXOW\�JHWWLQJ�
SUHJQDQW

:KLOH�SULPDU\�+,9�FDUH�SURYLGHUV�PD\�IHHO�FRPIRUWDEOH�GLVFXVVLQJ�
FRQWUDFHSWLRQ�DQG�SUHYHQWLRQ�RI�PRWKHU�WR�FKLOG�WUDQVPLVVLRQ��07&7��RI�+,9��
WKH\�PD\�QRW�IHHO�IXOO\�DEOH�WR�DGGUHVV�SUHFRQFHSWLRQ�FRXQVHOLQJ�DQG�FDUH�
QHHGV��LQ�ZKLFK�FDVH�FRQVXOWDWLRQ�DQG�UHIHUUDO�DUH�DSSURSULDWH�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����3UHFRQFHSWLRQ�&DUH�DQG�&RQWUDFHSWLRQ

(YDOXDWLRQ

7DEOH�����RXWOLQHV�WKH�FRPSUHKHQVLYH�SUHFRQFHSWLRQ�HYDOXDWLRQ�GHVLJQHG�WR�
LGHQWLI\�IDFWRUV�WKDW�PD\�DIIHFW�D�ZRPDQ·V�DELOLW\�WR�JHW�SUHJQDQW�RU�PD\�
LQFUHDVH�WKH�ULVN�RI�DGYHUVH�SUHJQDQF\�RXWFRPHV�IRU�WKH�PRWKHU�RU�KHU�IHWXV�

7DEOH����

&RPSUHKHQVLYH�3UHFRQFHSWLRQ�(YDOXDWLRQ
+LVWRU\ &RPPHQWV

+,9 ��'DWH�RI�GLDJQRVLV
��+LVWRU\�RI�2,V�RU�RWKHU�+,9�UHODWHG�LOOQHVVHV
��$57�KLVWRU\��LQFOXGLQJ�XVH�LQ�SULRU�SUHJQDQFLHV�DQG�RU�
UHDVRQV�IRU�FKDQJH�V��LQ�$57�UHJLPHQV��H�J���DGYHUVH�HIIHFWV��
UHVLVWDQFH��WROHUDELOLW\�
��$GKHUHQFH�KLVWRU\�DQG�FKDOOHQJHV
��5HVXOWV�RI�UHVLVWDQFH�WHVWV
��1DGLU�DQG�FXUUHQW�&'���FHOO�FRXQW
��&XUUHQW�+,9�9/

3UHJQDQF\ ��1XPEHU�RI�SUHYLRXV�SUHJQDQFLHV�DQG�WKHLU�RXWFRPHV��H�J���
PLVFDUULDJHV��DERUWLRQV��HFWRSLF�SUHJQDQF\��SUHWHUP�ELUWKV�
��1XPEHU�RI�OLYLQJ�FKLOGUHQ�DQG�DJHV
��1XPEHU�RI�+,9�LQIHFWHG�FKLOGUHQ
��3UHJQDQF\�FRPSOLFDWLRQV��H�J���SUHWHUP�ODERU��SUHHFODPSVLD��
ELUWK�GHIHFWV�
��0RGHV�RI�GHOLYHU\

*\QHFRORJLF ��3ULRU�DQG�FXUUHQW�FRQWUDFHSWLRQ�XVH
��6DWLVIDFWLRQ�ZLWK�FXUUHQW�FRQWUDFHSWLRQ�PHWKRG�DQG�RU�
DGYHUVH�HIIHFWV
��&XUUHQW�FRQGRP�XVH�DQG�FRQVLVWHQF\�RI�XVH�������YV�
������
��3ULRU�67,V�RU�JHQLWDO�WUDFW�LQIHFWLRQV
��3DVW�GLIILFXOWLHV�LQ�FRQFHLYLQJ
��$EQRUPDO�3DS�VPHDUV�DQG�WUHDWPHQW
��2WKHU�J\QHFRORJLF�SUREOHPV�DQG�WUHDWPHQW��H�J���ILEURLGV��
HQGRPHWULRVLV�

*HQHUDO�0HGLFDO�
DQG�6XUJLFDO

��2WKHU�PHGLFDO�FRQGLWLRQV��H�J���'0��+71��UHQDO�RU�FDUGLDF�
GLVHDVH��GHSUHVVLRQ�RU�RWKHU�SV\FKLDWULF�LOOQHVV�
��$OO�SULRU�VXUJHU\
��%ORRG�W\SH�DQG�KLVWRU\�RI�WUDQVIXVLRQV
��$OOHUJLHV

,PPXQL]DWLRQV ��+%9��+$9��LQIOXHQ]D��SQHXPRFRFFXV��+39��WHWDQXV

0HGLFDWLRQV ��$OO�SUHVFULEHG�PHGLFDWLRQV
��$OO�27&�PHGLFDWLRQV
��$OO�FRPSOHPHQWDU\�PHGLFDWLRQV

1XWULWLRQ ��+LVWRU\�RI�DQHPLD�RU�QXWULWLRQDO�GHILFLHQFLHV
��6SHFLDO�GLHW��H�J���YHJHWDULDQ��YHJDQ��JOXWHQ�IUHH�
��8VH�RI�QXWULWLRQDO�VXSSOHPHQWV�DQG�YLWDPLQV
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����3UHFRQFHSWLRQ�&DUH�DQG�&RQWUDFHSWLRQ

7DEOH����

&RPSUHKHQVLYH�3UHFRQFHSWLRQ�(YDOXDWLRQ
+LVWRU\ &RPPHQWV

6RFLDO�+LVWRU\ ��5HODWLRQVKLS�VWDWXV
��8VH�RI�LOOLFLW�GUXJV��WREDFFR��DOFRKRO
��(PSOR\PHQW�VWDWXV
��6RFLDO�VXSSRUW�DQG�GLVFORVXUH�WR�SDUWQHU�DQG�RWKHUV
��(FRQRPLF�VXSSRUW
��+LVWRU\�DQG�QDWXUH�RI�GRPHVWLF�YLROHQFH��L�H���SK\VLFDO��
VH[XDO��SV\FKRORJLFDO�

)DPLO\�+LVWRU\�
RI�+HULWDEOH�
'LVHDVHV

��%LUWK�GHIHFWV
��&KURPRVRPDO�DEQRUPDOLWLHV
��0XVFXODU�G\VWURSK\
��6LFNOH�FHOO�GLVHDVH
��0HQWDO�UHWDUGDWLRQ
��2WKHUV

0DOH�3DUWQHU ��+,9�VWDWXV�DQG�NQRZOHGJH�RI�SDUWQHU·V�VWDWXV
��,I�+,9�LQIHFWHG�
�� 'LVFORVXUH�VWDWXV
�� +LVWRU\�RI�2,V�DQG�RWKHU�+,9�UHODWHG�FRQGLWLRQV
�� $57�KLVWRU\�DQG�KLVWRU\�RI�DGYHUVH�HIIHFWV��UHVLVWDQFH��
DGKHUHQFH�SUREOHPV
�� 1DGLU�DQG�FXUUHQW�&'���FHOO�FRXQW
�� &XUUHQW�+,9�9/

��0HGLFDO�DQG�UHSURGXFWLYH�KLVWRU\
��0HGLFDWLRQV
��8VH�RI�LOOLFLW�GUXJV��WREDFFR��DOFRKRO
��(PSOR\PHQW�VWDWXV

3K\VLFDO�([DP� ��&RPSUHKHQVLYH��ZLWK�IRFXV�RQ�JHQLWDO�WUDFW

/DERUDWRU\

�(PSKDVLV�LV�RQ�ODE�
WHVWV�WKDW�ZLOO�DIIHFW�
FRXQVHOLQJ�DQG�RU�
UHVXOW�LQ�FKDQJHV�
LQ�FDUH�SULRU�WR�
SUHJQDQF\�

��7HVWV
��67,�VFUHHQLQJ��*&�FKODP\GLD��V\SKLOLV��+69�FXOWXUH�RU�+69���
DQWLERG\��LI�LQGLFDWHG
��&%&
��&XUUHQW�&'���FHOO�FRXQW
��+,9�51$
��5HVLVWDQFH�WHVWLQJ��LI�LQGLFDWHG
��5XEHOOD
��+%9��+%V$E��+%V$J
��+&9�DQWLERG\�DQG�+&9�51$��LI�LQGLFDWHG
��3DS�VPHDU
��2WKHU��DV�LQGLFDWHG�E\�PHGLFDO�KLVWRU\�DQG�PHGLFDWLRQV

1RWH��$OO�DEEUHYLDWLRQV�DUH�GHILQHG�LQ�WKH�OLVW�RI�$EEUHYLDWLRQV�DQG�$FURQ\PV��S��L[

FRQWLQXHG
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����3UHFRQFHSWLRQ�&DUH�DQG�&RQWUDFHSWLRQ

3UHFRQFHSWLRQ�&RXQVHOLQJ

3UHFRQFHSWLRQ�FRXQVHOLQJ�RI�WKH�+,9�LQIHFWHG�ZRPDQ�VKRXOG�DGGUHVV�WKH�
IROORZLQJ�LVVXHV�

�� (IIHFW�RI�SUHJQDQF\�RQ�+,9�FRXUVH��VHH�&KDSWHU����+,9�DQG�3UHJQDQF\�

�� (IIHFW�RI�+,9�RQ�SUHJQDQF\�FRXUVH�DQG�RXWFRPH��VHH�&KDSWHU����+,9�
DQG�3UHJQDQF\�

��07&7�DQG�SUHYHQWLRQ��LQFOXGLQJ�WKH�UROH�RI�DQWLUHWURYLUDO�GUXJV��$59V���
FHVDUHDQ�VHFWLRQ��HWF�

�� 8VH�RI�+,9�UHODWHG�PHGLFDWLRQV��LQFOXGLQJ�PDWHUQDO�DQG�IHWDO�VDIHW\�
DQG�WR[LFLW\

�� /RQJ�WHUP�FDUH�SODQV��LQFOXGLQJ�DGYDQFH�GLUHFWLYHV��FDUH�IRU�FKLOGUHQ�
VKRXOG�PRWKHU�DQG�RU�IDWKHU�GLH�RU�EHFRPH�GLVDEOHG

��1RQ�+,9�UHODWHG�IDFWRUV��LQFOXGLQJ�DJH��GUXJ�XVH��RWKHU�PHGLFDO�FRQGLWLRQV��
DQG�WKHLU�SRWHQWLDO�HIIHFWV�RQ�SUHJQDQF\�FRXUVH�RU�RXWFRPH

�� 6DIH�FRQFHSWLRQ�LI�WKH�SDWLHQW�LV�LQ�D�VHURGLVFRUGDQW�UHODWLRQVKLS

�� 6DIH�VH[XDO�SUDFWLFHV

�� +HDOWK\�OLYLQJ�DQG�KHDOWK�PDLQWHQDQFH��LQFOXGLQJ�VPRNLQJ�FHVVDWLRQ��
HOLPLQDWLRQ�RI�DOFRKRO�DQG�LOOLFLW�GUXJ�XVH��HWF�

3UHFRQFHSWLRQ�,QWHUYHQWLRQV

3UHFRQFHSWLRQ�LQWHUYHQWLRQV�IRU�WKH�+,9�LQIHFWHG�ZRPDQ�PD\�LQFOXGH�WKH�
IROORZLQJ�

�� &RQWUDFHSWLRQ�WR�UHGXFH�XQLQWHQGHG�SUHJQDQF\��VHH�EHORZ�

�� ,QLWLDWLRQ�RU�PRGLILFDWLRQ�RI�DQWLUHWURYLUDO�WKHUDS\��$57��UHJLPHQ��$57�
VKRXOG�EH�LQLWLDWHG�SULRU�WR�DWWHPSWV�WR�FRQFHLYH�LI�WKH�ZRPDQ�PHHWV�
FULWHULD�IRU�VWDUWLQJ�$57��LQ�ZKLFK�FDVH�PD[LPDO�VXSSUHVVLRQ�RI�+,9�YLUDO�
ORDG��9/��VKRXOG�EH�DFKLHYHG�SULRU�WR�SUHJQDQF\�DQG�WKH�SDWLHQW·V�
UHJLPHQ�VKRXOG�EH�ZHOO�WROHUDWHG�ZLWKRXW�VLJQLILFDQW�DGYHUVH�HIIHFWV�

�� ,I�D�ZRPDQ�GRHV�QRW�PHHW�FXUUHQW�&'���FHOO�FRXQW�FULWHULD��LQLWLDWLRQ�RI�
$57�SULRU�WR�FRQFHSWLRQ�PD\�VWLOO�EH�FRQVLGHUHG��0D[LPDO�VXSSUHVVLRQ�
RI�+,9�9/�SRWHQWLDOO\�UHGXFHV��WKRXJK�LW�GRHV�QRW�HOLPLQDWH��WKH�ULVN�RI�
SHULQDWDO�WUDQVPLVVLRQ��$,'6��������������&OLQ�,QIHFW�'LV���������������
$OVR�WR�EH�FRQVLGHUHG��KRZHYHU��DUH�WKH�SRWHQWLDO�DGYHUVH�HIIHFWV�RI�
$57�RQ�FHUWDLQ�SUHJQDQF\�RXWFRPHV��WKH�SDWLHQW·V�UHDGLQHVV�IRU�OLIHORQJ�
WKHUDS\��DQG�WKH�ULVNV�YHUVXV�EHQHILWV�RI�VWRSSLQJ�$57�SRVWSDUWXP��VHH�
&KDSWHU����+,9�DQG�3UHJQDQF\��

�� ,I�D�SDWLHQW·V�FXUUHQW�$57�UHJLPHQ�LV�QRW�HIIHFWLYH��L�H���VXERSWLPDO�
VXSSUHVVLRQ�RI�9/���QRW�ZHOO�WROHUDWHG��DVVRFLDWHG�ZLWK�VLJQLILFDQW�
DGYHUVH�HIIHFWV��RU�FRQWDLQV�()9��LW�VKRXOG�EH�PRGLILHG�SULRU�WR�
DWWHPSWV�WR�FRQFHLYH�
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&KDSWHU����3UHFRQFHSWLRQ�&DUH�DQG�&RQWUDFHSWLRQ

2SWLPDO�WUHDWPHQW�RI�RWKHU�PHGLFDO�FRQGLWLRQV��$OVR�UHFRPPHQGHG�LV�RSWLPDO�
WKHUDSHXWLF�FRQWURO�RI�K\SHUWHQVLRQ��GLDEHWHV��DQG�RWKHU�PHGLFDO�FRQGLWLRQV��
&DUH�SURYLGHUV�VKRXOG�UHYLHZ�DOO�RI�D�ZRPDQ·V�FXUUHQW�PHGLFDWLRQV��QRW�MXVW�
+,9�UHODWHG�PHGLFDWLRQV��DQG��LI�LQGLFDWHG��VXEVWLWXWH�PHGLFDWLRQV�WKDW�PD\�
EH�VDIHU�LQ�SUHJQDQF\��7KH�ULVN�EHQHILW�SURILOH�RI�DQ\�PHGLFDWLRQ�LV�LPSRUWDQW�
WR�FRQVLGHU��$�GUXJ�FODVVLILHG�DV�8�6��)RRG�DQG�'UXJ�$GPLQLVWUDWLRQ��)'$��
FDWHJRU\�'�VLJQLILHV�SRVLWLYH�HYLGHQFH�RI�KXPDQ�IHWDO�ULVN��EXW�SRWHQWLDO�
PDWHUQDO�EHQHILWV�PD\�PDNH�WKH�ULVN�DFFHSWDEOH��)'$�FDWHJRU\�;�LV�DVVLJQHG�
WR�GUXJV�IRU�ZKLFK�WKH�ULVN�WR�D�SUHJQDQW�ZRPDQ�FOHDUO\�RXWZHLJKV�DQ\�
SRVVLEOH�EHQHILW��,I�D�ZRPDQ�LV�WDNLQJ�DQ�)'$�FDWHJRU\�'�RU�;�GUXJ��WKH�
IHDVLELOLW\�RI�VDIHO\�VWRSSLQJ�RU�VXEVWLWXWLQJ�IRU�WKH�PHGLFDWLRQ�PXVW�EH�
GHWHUPLQHG��DQG�H[SHUW�FRQVXOWDWLRQ�LV�DGYLVHG��VHH�7DEOH�������S��������
�1RWH��$W�WKH�WLPH�RI�SXEOLFDWLRQ�RI�WKLV�JXLGH��WKH�)'$�ZDV�SUHSDULQJ�D�
UHYLVLRQ�RI�GUXJ�FDWHJRULHV�IRU�SUHJQDQF\�DQG�ODFWDWLRQ�WKDW�ZLOO�OLNHO\�GR�
DZD\�ZLWK�WKH�FXUUHQW�OHWWHU�FDWHJRULHV��

2WKHU�SUHFRQFHSWLRQ�LQWHUYHQWLRQV�VKRXOG�LQFOXGH�WKH�IROORZLQJ�ZKHQ�LQGLFDWHG�

��2SSRUWXQLVWLF�LQIHFWLRQ��2,��WUHDWPHQW�RU�SURSK\OD[LV

�� 6FUHHQLQJ�IRU�DQG�WUHDWPHQW�RI�H[LVWLQJ�JHQLWDO�WUDFW�LQIHFWLRQV�LQ�ERWK�
SDUWQHUV��JHQLWDO�WUDFW�LQIODPPDWLRQ�LV�DVVRFLDWHG�ZLWK�LQFUHDVHG�+,9�
VKHGGLQJ�LQ�WKH�JHQLWDO�WUDFW��HYHQ�ZKHQ�SODVPD�9/�LV�IXOO\�VXSSUHVVHG��
LI�XQWUHDWHG��JHQLWDO�WUDFW�LQIHFWLRQV�PD\�LQFUHDVH�WKH�ULVN�RI�DGYHUVH�
SUHJQDQF\�RXWFRPHV�DQG�SRWHQWLDO�07&7�

�� 7UHDWPHQW�RI�DQHPLD�DQG�RU�RWKHU�QXWULWLRQDO�LQWHUYHQWLRQV

�� 7UHDWPHQW�RI�GUXJ�DQG�RU�DOFRKRO�DEXVH

�� $VVLVWDQFH�ZLWK�VPRNLQJ�FHVVDWLRQ

�� 7UHDWPHQW�RI�GHSUHVVLRQ�DQG�RWKHU�PHQWDO�LOOQHVVHV

�� ,PPXQL]DWLRQV

�� 3URYLVLRQ�RI�SUHQDWDO�YLWDPLQV��LQFOXGLQJ�IROLF�DFLG�VXSSOHPHQWDWLRQ�
IRU�SUHYHQWLRQ�RI�QHXUDO�WXEH�GHIHFWV

�� $VVLVWDQFH�ZLWK�DGYDQFH�GLUHFWLYHV

6DIH�&RQFHSWLRQ

,I�ERWK�SDUWQHUV�DUH�+,9�LQIHFWHG��FRQGRP�XVH�VKRXOG�EH�HQFRXUDJHG��
8QSURWHFWHG�LQWHUFRXUVH�VKRXOG�EH�WLPHG�WR�FRLQFLGH�ZLWK�WKH�PRVW�IHUWLOH�
SHULRG�RI�D�ZRPDQ·V�PHQVWUXDO�F\FOH��)HUWLOH�SHULRGV�PD\�EH�GHWHUPLQHG�
ZLWK�RYXODWLRQ�SUHGLFWRUV��EDVDO�ERG\�WHPSHUDWXUH�PHDVXUHPHQW��RU�WKH�XVH�
RI�DQ�RYXODWLRQ�FDOFXODWRU��VHH��IRU�H[DPSOH��KWWS���ZZZ�PDUFKRIGLPHV�
FRP�RYXODWLRQBFDOHQGDU�KWPO��$FFHVVHG������������6HPHQ�DQDO\VLV�VKRXOG�
EH�FRQVLGHUHG�EHFDXVH�+,9�LV�DVVRFLDWHG�ZLWK�D�KLJKHU�SUHYDOHQFH�RI�VHPHQ�
DEQRUPDOLWLHV��VHH�EHORZ��
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����3UHFRQFHSWLRQ�&DUH�DQG�&RQWUDFHSWLRQ

6HURGLVFRUGDQW�&RXSOHV

7KHUH�DUH�DQ�HVWLPDWHG���������+,9�VHURGLVFRUGDQW�KHWHURVH[XDO�FRXSOHV�
LQ�WKH�8QLWHG�6WDWHV��DERXW�KDOI�RI�ZKRP�ZDQW�PRUH�FKLOGUHQ��$P�-�2EVWHW�
*\QHFRO��������������H����([SHUW�FRQVXOWDWLRQ�LV�UHFRPPHQGHG�WR�DGGUHVV�WKH�
LQGLYLGXDO�QHHGV�RI�VHURGLVFRUGDQW�FRXSOHV�DWWHPSWLQJ�WR�FRQFHLYH�

)HPDOH�+,9�LQIHFWHG�DQG�PDOH�XQLQIHFWHG��7KH�XQLQIHFWHG�SDUWQHU�RI�DQ�
+,9�LQIHFWHG�ZRPDQ�VKRXOG�EH�HQFRXUDJHG�WR�XVH�FRQGRPV�ZLWK�HDFK�DFW�RI�
LQWHUFRXUVH��,QWUDYDJLQDO�LQVHPLQDWLRQ�IRU�FRQFHSWLRQ�XVLQJ�WKH�SDUWQHU·V�VHPHQ�
FDQ�EH�SHUIRUPHG�DW�KRPH�RU�E\�WKH�KHDOWKFDUH�SURYLGHU�DQG�LV�HIIHFWLYH�
ZLWK�QRUPDO�IHUWLOLW\��7LPHG�LQVHPLQDWLRQ�GXULQJ�WKH�PRVW�IHUWLOH�SHULRG�PD\�
EH�FRQVLGHUHG�WR�PD[LPL]H�WKH�FKDQFH�RI�FRQFHSWLRQ��6KH�VKRXOG�EH�RQ�$57�
DQG�DWWDLQ�PD[LPDO�YLUDO�VXSSUHVVLRQ�SULRU�WR�DWWHPSWLQJ�FRQFHSWLRQ��3U(S�
�VHH�EHORZ��FDQ�DOVR�EH�FRQVLGHUHG�IRU�DQ�XQLQIHFWHG�PDOH�SDUWQHU�ZKR�ZDQWV�
DGGLWLRQDO�SURWHFWLRQ�LI�WKH�FRXSOH�RSW�IRU�WLPHG�XQSURWHFWHG�LQWHUFRXUVH�ZKHQ�
WU\LQJ�WR�FRQFHLYH�

0DOH�+,9�LQIHFWHG�DQG�IHPDOH�XQLQIHFWHG��7KH�ULVN�RI�+,9�WUDQVPLVVLRQ�WR�
DQ�XQLQIHFWHG�ZRPDQ�ZLWK�DQ�+,9�LQIHFWHG�SDUWQHU�FDQ�EH�PLQLPL]HG�EXW�QRW�
HQWLUHO\�HOLPLQDWHG��XQOHVV�GRQRU�VSHUP�LV�XVHG��2EVHUYDWLRQDO�VWXGLHV�DQG�
D�PHWD�DQDO\VLV�KDYH�GHPRQVWUDWHG�D�GHFUHDVHG�UDWH�RI�+,9�WUDQVPLVVLRQ�
DPRQJ�KHWHURVH[XDO�VHURGLVFRUGDQW�FRXSOHV�RQ�$57��SDUWLFXODUO\�ZKHQ�+,9�9/�
LV�IXOO\�VXSSUHVVHG�LQ�WKH�LQIHFWHG�SDUWQHU��$,'6����������������5HFHQW�GDWD�
IURP�+371������D�UDQGRPL]HG�FOLQLFDO�WULDO�GHVLJQHG�WR�HYDOXDWH�$57�IRU�WKH�
SUHYHQWLRQ�RI�VH[XDO�WUDQVPLVVLRQ�DPRQJ�VHURGLVFRUGDQW�FRXSOHV��LQGLFDWHV�WKDW�
HDUOLHU�LQLWLDWLRQ�RI�$57��DW�&'���FHOO�FRXQWV����²����FHOOV�PP���UHGXFHG�+,9�
WUDQVPLVVLRQ�WR�WKH�XQLQIHFWHG�SDUWQHU�E\������1�(QJO�-�0HG�������������������

��$57�IRU�WKH�LQIHFWHG�PDOH��+H�VKRXOG�EH�RQ�$57�DQG�DWWDLQ�PD[LPDO�YLUDO�
VXSSUHVVLRQ�SULRU�WR�DWWHPSWLQJ�FRQFHSWLRQ��

�� 7UHDWPHQW�RI�DQ�LQIHFWHG�SDUWQHU�GRHV�QRW�IXOO\�SURWHFW�DJDLQVW�+,9�
WUDQVPLVVLRQ��HYHQ�LQ�WKH�VHWWLQJ�RI�PD[LPDO�SODVPD�9/�VXSSUHVVLRQ��
$OWKRXJK�HIIHFWLYH�$57�GHFUHDVHV�YLUXV�LQ�JHQLWDO�VHFUHWLRQV��GLVFRUGDQFH�
EHWZHHQ�SODVPD�DQG�JHQLWDO�9/V�KDV�EHHQ�UHSRUWHG��DQG�LQGLYLGXDOV�PD\�
KDYH�LVRODWHG�VHPHQ�+,9�VKHGGLQJ�HYHQ�ZKHQ�SODVPD�9/�LV�XQGHWHFWDEOH�
�$,'6���������������$,'6�������������������DQG�LQGHSHQGHQW�
RI�VHPHQ�GUXJ�OHYHOV�DQG�$57�UHJLPHQ��$,'6��������������������
$GGLWLRQDOO\��$59�SHQHWUDWLRQ�RI�WKH�JHQLWDO�WUDFW�YDULHV�DPRQJ�DJHQWV�
�&XUU�2SLQ�+,9�$,'6����������������

6FUHHQ�IRU�DQG�WUHDW�JHQLWDO�WUDFW�LQIHFWLRQV��*HQLWDO�WUDFW�LQIHFWLRQV��ERWK�
VH[XDOO\�WUDQVPLWWHG�DQG�QRQVH[XDOO\�WUDQVPLWWHG��H�J���EDFWHULDO�YDJLQRVLV��
\HDVW���PD\�LQFUHDVH�WKH�+,9�XQLQIHFWHG�ZRPDQ·V�YXOQHUDELOLW\�WR�+,9�
DFTXLVLWLRQ��,Q�WKH�+,9�LQIHFWHG�PDQ��JHQLWDO�WUDFW�LQIHFWLRQV�PD\�LQFUHDVH�
KLV�LQIHFWLRXVQHVV�

6HPHQ�DQDO\VLV��6HPHQ�DEQRUPDOLWLHV�DUH�PRUH�FRPPRQ�LQ�WKH�VHWWLQJ�RI�+,9��
$EQRUPDOLWLHV�DUH�FRUUHODWHG�ZLWK�ORZHU�&'���FHOO�FRXQWV�DQG�PD\�LQFOXGH�
ORZHU�VSHUP�YROXPH��FRQFHQWUDWLRQ��DQG�PRWLOLW\��DQG�KLJKHU�UDWHV�RI�DEQRUPDO�
IRUPV��+XP�5HSURG���������������$UFK�*\QHFRO�2EVWHW��������������������
6RPH�GDWD�VXJJHVW�WKDW�$57�PD\�KDYH�DQ�DGYHUVH�HIIHFW�RQ�VHPHQ�TXDOLW\��
$�ORQJLWXGLQDO�VWXG\�RI����PHQ�ZLWK�VHULDO�VHPHQ�DQDO\VHV�SULRU�WR�$57�DQG�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
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XS�WR����ZHHNV�SRVW�$57�IRXQG�WKDW�WKH�SURSRUWLRQ�RI�SURJUHVVLYHO\�PRWLOH�
VSHUPDWR]RD�ZDV�ORZ�DW�DOO�WLPH�SRLQWV��EXW�GHFUHDVHG�VLJQLILFDQWO\�RYHU�WKH�
FRXUVH�RI�IROORZ�XS��$,'6���������������7KHUHIRUH��ZKHQ�WKHUH�LV�OLWWOH�RU�
QR�OLNHOLKRRG�RI�QDWXUDO�FRQFHSWLRQ��DQ�XQLQIHFWHG�IHPDOH�SDUWQHU�PD\�EH�DW�
LQFUHDVHG�ULVN�IRU�LQIHFWLRQ�WKURXJK�UHSHWLWLYH�H[SRVXUH�RYHU�WLPH�

$VVLVWHG�UHSURGXFWLYH�WHFKQRORJ\��7KH�PHWKRG�ZLWK�WKH�ORZHVW�ULVN�RI�
WUDQVPLVVLRQ�LV�VHPHQ�ZDVKLQJ��ZLWK�QHJDWLYH�3&5�WHVWLQJ�DIWHU�SUHSDUDWLRQ��
FRXSOHG�ZLWK�LQWUDXWHULQH�LQVHPLQDWLRQ��,8,���LQ�YLWUR�IHUWLOL]DWLRQ��,9)���RU�
LQWUDF\WRSODVPLF�VSHUP�LQMHFWLRQ��,&6,���7KH�UHVXOWV�RI�VWXGLHV�WKDW��FRPELQHG��
LQFOXGHG�PRUH�WKDQ������F\FOHV�RI�VSHUP�ZDVKLQJ�SOXV�,8,��,9)��RU�,&6,�
LQGLFDWH�QR�IHPDOH�VHURFRQYHUVLRQV��5HSURG�%LRPHG�2QOLQH��������������
$,'6���������������)HUWLO�6WHULO����������������$�PRUH�UHFHQW�V\VWHPDWLF�
DQDO\VLV�RI�VDIHW\�DQG�HIIHFWLYHQHVV�RI�$57�LQ�VHURGLVFRUGDQW�FRXSOHV�IRXQG�QR�
VHURFRQYHUVLRQV�LQ������,8,�F\FOHV������FXPXODWLYH�SUHJQDQF\�UDWH��DQG�����
,&6,�,9)�F\FOHV������FXPXODWLYH�SUHJQDQF\�UDWH��)HUWLO�6WHULO���������������

0RVW�LQVXUDQFH�SODQV��KRZHYHU���LQFOXGLQJ�0HGLFDUH�0HGLFDLG��GR�QRW�FRYHU�
WKHVH�VHUYLFHV�DQG�WKH�FRVW�LV�XVXDOO\�SURKLELWLYH��7KH�1DWLRQDO�3HULQDWDO�
+,9�+RWOLQH������������������FDQ�SURYLGH�D�OLVW�RI�LQVWLWXWLRQV�RIIHULQJ�
UHSURGXFWLYH�VHUYLFHV�IRU�+,9�VHURGLVFRUGDQW�FRXSOHV�

7LPHG�XQSURWHFWHG�LQWHUFRXUVH�DQG�FRQGRP�XVH�DW�DOO�RWKHU�WLPHV��)RU�
VHURGLVFRUGDQW�FRXSOHV�ZKR�FDQQRW�DIIRUG�DVVLVWHG�UHSURGXFWLRQ�DQG�ZKR��
DIWHU�FRPSUHKHQVLYH�FRXQVHOLQJ��VWLOO�ZLVK�WR�FRQFHLYH��WKLV�LV�WKH�EHVW�DSSURDFK��
7KH�PRVW�IHUWLOH�WLPH�LQ�D�ZRPDQ·V�PHQVWUXDO�F\FOH�FDQ�EH�GHWHUPLQHG�ZLWK�
RYXODWLRQ�SUHGLFWRUV��DYDLODEOH�RYHU�WKH�FRXQWHU�DW�SKDUPDFLHV���EDVDO�
ERG\�WHPSHUDWXUH�PHDVXUHPHQW��RU�RYXODWLRQ�FDOFXODWRUV��H�J���KWWS���ZZZ�
PDUFKRIGLPHV�FRP�RYXODWLRQBFDOHQGDU�KWPO��

3UH�H[SRVXUH�SURSK\OD[LV��3U(3���3URYLGLQJ�$59V�WRSLFDOO\�RU�RUDOO\�WR�DQ�
XQLQIHFWHG�IHPDOH�SDUWQHU�PD\�RIIHU�VRPH�DGGLWLRQDO�SURWHFWLRQ�DJDLQVW�+,9�
WUDQVPLVVLRQ�IURP�DQ�LQIHFWHG�PDOH�SDUWQHU�GXULQJ�DWWHPSWV�WR�FRQFHLYH��EXW�
VWXG\�UHVXOWV�WR�GDWH�KDYH�EHHQ�PL[HG��$�3KDVH�,,E�UDQGRPL]HG�SODFHER�
FRQWUROOHG�WULDO��&$35,6$������RI�D����LQWUDYDJLQDO�7')�JHO�XVHG�EHIRUH�
DQG�DIWHU�VH[�UHGXFHG�+,9�DFTXLVLWLRQ�E\�����DQG�E\�XS�WR�����ZLWK�
JUHDWHU�DGKHUHQFH��6FLHQFH�����������������������KRZHYHU��LQ�WKH�92,&(�
VWXG\��D�PXOWL�FRXQWU\��PXOWL�DUP�3KDVH�,,E�VWXG\�RI�YDJLQDO�DQG�RUDO�3U(3�LQ�
ZRPHQ�DW�KLJK�ULVN�RI�DFTXLULQJ�+,9�����7')�JHO�XVHG�GDLO\�ZDV�QR�EHWWHU�
WKDQ�SODFHER��$�3KDVH�,,,�VWXG\�RI�GDLO\�RUDO�7')�)7&�LQ�XQLQIHFWHG�PDOH�
FRXSOHV��L3U(;��UHSRUWHG�D�����RYHUDOO�UHGXFWLRQ�LQ�+,9�DFTXLVLWLRQ�FRPSDUHG�
ZLWK�SODFHER��HIIHFWLYHQHVV�ZDV�VLJQLILFDQWO\�DIIHFWHG�E\�DGKHUHQFH��1�
(QJO�-�0HG��������������������1�(QJO�-�0HG���������������������,Q�
WKH�3DUWQHUV�3U(3�VWXG\�FRQGXFWHG�LQ�.HQ\D�DQG�8JDQGD�DPRQJ�PRUH�WKDQ�
�����+,9�VHURGLVFRUGDQW�FRXSOHV��WKH�XVH�RI�GDLO\�7')�RU�GDLO\�7')�)7&�
E\�WKH�XQLQIHFWHG�SDUWQHU�ZDV�IRXQG�WR�KDYH�HIILFDF\�RI�����DQG������
UHVSHFWLYHO\��FRPSDUHG�ZLWK�SODFHER��LQ�UHGXFLQJ�+,9�WUDQVPLVVLRQ��UHSRUWHG�
����DGKHUHQFH�E\�UHWXUQHG�SLOO�FRXQW��EXW�RQO\�����RI�WKRVH�DVVLJQHG�WR�WKH�
DFWLYH�WUHDWPHQW�DUP�KDG�GHWHFWDEOH�EORRG�OHYHOV�RI�WKH�VWXG\�GUXJ���1�(QJO�
-�0HG�������������������:LWKLQ�D�VXEJURXS�RI�WKRVH�ZKR�UHFHLYHG�7')�)7&�
DQG�ZKRVH�SODVPD�GUXJ�OHYHOV�ZHUH�WHVWHG��PHDVXUDEOH�FRQFHQWUDWLRQV�RI�7')
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ZHUH�DVVRFLDWHG�ZLWK�D�����UHGXFWLRQ�LQ�ULVN�FRPSDUHG�ZLWK�SODFHER��,Q�
DQRWKHU�WULDO�LQ�%RWVZDQD��7')�)7&�JLYHQ�WR������+,9�XQLQIHFWHG�KHWHURVH[XDO�
PHQ�DQG�ZRPHQ�UHGXFHG�WUDQVPLVVLRQ�E\�����FRPSDUHG�ZLWK�SODFHER�ZLWK�
����DGKHUHQFH�E\�UHWXUQHG�SLOO�FRXQW��&XUU�2SLQ�,QIHFW�'LV����������������
1�(QJO�-�0HG�������������������7KH�)(0�3U(3�FOLQLFDO�WULDO�DQG�WKH�92,&(�
VWXG\��KRZHYHU��ERWK�FRQGXFWHG�LQ�KLJK�ULVN�XQLQIHFWHG�$IULFDQ�ZRPHQ��IRXQG�QR�
HIILFDF\�ZLWK�HLWKHU�GDLO\�RUDO�7')�)7&�RU�7')��EXW�DGKHUHQFH�ZDV�TXLWH�ORZ�
ZLWK�GHWHFWDEOH�GUXJ�OHYHOV�IRXQG�LQ�OHVV�WKDQ�RQH�WKLUG�RI�WKRVH�WHVWHG�DQG�
UDQGRPL]HG�WR�DFWLYH�GUXJ���&XUU�2SLQ�,QIHFW�'LV������)HE�����������1�(QJO�
-�0HG��������������������WK�&RQIHUHQFH�RQ�5HWURYLUXVHV�DQG�RSSRUWXQLVWLF�
,QIHFWLRQV��$WODQWD��*$��$EVWUDFW���/%���������7KHUHIRUH��LW�LV�OLNHO\�WKDW�
DGKHUHQFH�LV�D�NH\�IDFWRU�LQ�WKH�GLVFUHSDQW�UHVXOWV�RI�WKHVH�VWXGLHV�

,Q�VWXGLHV�RI�3U(3�WR�GDWH��VDIHW\�DQG�WROHUDELOLW\�ZHUH�H[FHOOHQW�DQG�OLPLWHG�
UHVLVWDQFH�ZDV�REVHUYHG�LQ�VHURFRQYHUWHUV��7ZLFH�ZHHNO\�DQG�FRLWDO�GRVLQJ�RI�
7')�)7&��DV�ZHOO�DV�ORQJHU�DFWLQJ�IRUPXODWLRQV��LQWUDYDJLQDO�ULQJV��DQG�QHZ�
FDQGLGDWH�$59V��DUH�EHLQJ�HYDOXDWHG�IRU�3U(3�

8VH�RI�WKLV�DSSURDFK�ZLOO�UHTXLUH�LQGLYLGXDO�FRXQVHOLQJ�WKDW�DGGUHVVHV�D�
QXPEHU�RI�FRQVLGHUDWLRQV�����HIIHFWLYHQHVV�RI�SHULRGLF��H�J���XVH�IRU�D�FHUWDLQ�
SHULRG�RI�GD\V��FXUUHQWO\�XQGHILQHG��DURXQG�RYXODWLRQ��YHUVXV�GDLO\�XVH�����
HIIHFWLYHQHVV�LQ�WKH�SUHVHQFH�RI�UHVLVWDQFH�WR�DJHQWV�XVHG�IRU�SURSK\OD[LV�LQ�
WKH�LQIHFWHG�SDUWQHU�����ULVN�RI�UHVLVWDQFH�VKRXOG�WUDQVPLVVLRQ�RFFXU�GHVSLWH�WKH�
XVH�RI�SURSK\OD[LV�����SRWHQWLDO�ULVN�RI�DGYHUVH�HIIHFWV�LQ�SUHJQDQF\�RU�WR�WKH�
GHYHORSLQJ�IHWXV��DQG����SRWHQWLDO�GHFUHDVH�LQ�RWKHU�ULVN�UHGXFWLRQ�EHKDYLRUV��
VXFK�DV�FRQGRP�XVH��3URYLGHUV�VKRXOG�FRXQVHO�SDWLHQWV�WKDW�WKH�HIILFDF\�RI�
3U(3�LV�KLJKO\�GHSHQGHQW�RQ�DGKHUHQFH��,Q�$XJXVW������WKH�&'&�LVVXHG�WKH�
IROORZLQJ�LQWHULP�JXLGDQFH�IRU�FOLQLFLDQV�FRQVLGHULQJ�WKH�XVH�RI�3U(3�IRU�+,9�
SUHYHQWLRQ�LQ�KHWHURVH[XDOO\�DFWLYH�DGXOWV��SDUWLFXODUO\�WKRVH�ZLWK�NQRZQ�+,9�
LQIHFWHG�SDUWQHUV��00:5��������������������VHH�&KDSWHU�����,W�LV�QRW�NQRZQ�
LI�WKH�XVH�RI�3U(3�DGGV�DGGLWLRQDO�EHQHILW�ZKHQ�WKH�LQIHFWHG�SDUWQHU�KDV�
PD[LPDO�YLUDO�VXSSUHVVLRQ�

+,9�DQG�)HUWLOLW\

+,9�DSSHDUV�WR�KDYH�DQ�DGYHUVH�HIIHFW�RQ�IHUWLOLW\�LQ�ERWK�V\PSWRPDWLF�DQG�
DV\PSWRPDWLF�ZRPHQ��$,'6��������������-�$FTXLU�,PPXQH�'HILF�6\QGU�
����������������/DQFHW��������������$P�-�(SLGHPLRO����������������,QW�
-�67'�$,'6�������������������7KLV�LQFOXGHV�LQFUHDVHG�ULVN�RI�LQIHUWLOLW\�DQG�
SUHJQDQF\�ORVV��5HFHQW�GDWD�IURP�ORZ�UHVRXUFH�VHWWLQJV�VXJJHVW�WKDW�IHUWLOLW\�
LPSURYHV�DIWHU�WUHDWPHQW�ZLWK�$57��$,'6�5HV�7UHDW�������������������3/R6�
0HG�����������H���������

3RWHQWLDO�&DXVHV�RI�,QIHUWLOLW\

,Q�WKH�VHWWLQJ�RI�+,9�LQIHFWLRQ�WKHUH�DUH�VHYHUDO�SRWHQWLDO�FDXVHV�RI�LQIHUWLOLW\��
VRPH�RI�ZKLFK�DUH�FRQIRXQGLQJ�IDFWRUV�WKDW�PD\�LQGHSHQGHQWO\�UHGXFH�IHUWLOLW\�
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�� +,9�LQIHFWHG�ZRPHQ�IUHTXHQWO\�KDYH�D�KLVWRU\�RI�RWKHU�VH[XDOO\�
WUDQVPLWWHG�LQIHFWLRQV��67,V���VXFK�DV�JRQRUUKHD��FKODP\GLD��DQG�V\SKLOLV��
ZKLFK�UHGXFH�IHUWLOLW\��,Q�D�FURVV�VHFWLRQDO�VWXG\�RI�IHUWLOLW\�DVVHVVPHQW�LQ�
����+,9�LQIHFWHG�ZRPHQ��������KDG�WXEDO�RFFOXVLRQ��JHQHUDOO\�LQGLFDWLYH�
RI�SDVW�WXEDO�GDPDJH�ZLWK�JRQRUUKHD�RU�FKODP\GLD��5HSURG�%LRPHG�
2QOLQH��������������

�� +,9�LQIHFWHG�ZRPHQ�PD\�EH�DW�LQFUHDVHG�ULVN�IRU�DPHQRUUKHD�DQG�RU�
RYXODWRU\�G\VIXQFWLRQ�GXH�WR�FKURQLF�GUXJ�XVH��HVSHFLDOO\�XVH�RI�RSLDWHV��
DQG�RU�SRRU�QXWULWLRQ�DQG�ZHLJKW�ORVV�

��0HQVWUXDO�G\VIXQFWLRQ�DQG�RU�DPHQRUUKHD�DUH�FRPPRQ�LQ�WKH�VHWWLQJ�
RI�+,9��KRZHYHU��FRQWUROOHG�VWXGLHV�KDYH�SURGXFHG�FRQIOLFWLQJ�UHVXOWV�
UHJDUGLQJ�D�GLUHFW�HIIHFW�RI�+,9�RU�+,9�UHODWHG�LPPXQRVXSSUHVVLRQ�RQ�
PHQVWUXDO�IXQFWLRQ�

�� 6H[XDO�G\VIXQFWLRQ�LV�UHSRUWHG�LQ����²����RI�+,9�LQIHFWHG�PHQ��,W�
PD\�EH�DVVRFLDWHG�ZLWK�WKH�SUHVHQFH�DQG�RU�WUHDWPHQW�RI�GHSUHVVLRQ�RU�
DQ[LHW\��6HPHQ�DEQRUPDOLWLHV�DUH�DOVR�PRUH�FRPPRQ�LQ�WKH�VHWWLQJ�RI�+,9�
�VHH�DERYH��

�� +LJKHU�9/V�KDYH�EHHQ�DVVRFLDWHG�ZLWK�GHFUHDVHG�IHUWLOLW\��,QW�-�67'�$,'6�
�������������

/HJDO�ULJKW�WR�FDUH��,Q�D������8�6��6XSUHPH�&RXUW�GHFLVLRQ��%UDJGRQ�Y��$EERWW��
WKH�&RXUW�UXOHG�WKDW�D�SHUVRQ�ZLWK�+,9�LV�FRQVLGHUHG�WR�EH�¶¶GLVDEOHG··�DQG�
WKHUHIRUH�SURWHFWHG�XQGHU�WKH�$PHULFDQV�ZLWK�'LVDELOLWLHV�$FW��´8QOHVV�KHDOWK�
FDUH�ZRUNHUV�FDQ�VKRZ�WKDW�WKH\�ODFN�WKH�VNLOO�DQG�IDFLOLWLHV�WR�WUHDW�+,9�
LQIHFWHG�SDWLHQWV�VDIHO\�RU�WKDW�WKH�SDWLHQW�UHIXVHG�UHDVRQDEOH�WHVWLQJ�DQG�
WUHDWPHQW��WKH\�PD\�EH�OHJDOO\��DV�ZHOO�DV�HWKLFDOO\��REOLJDWHG�WR�SURYLGH�
UHTXHVWHG�UHSURGXFWLYH�DVVLVWDQFHµ��)HUWLO�6WHULO��������������7R�GDWH��WKHUH�
KDYH�EHHQ�QR�UHSRUWHG�FDVHV�RI�RFFXSDWLRQDO�WUDQVPLVVLRQ�WR�SHUVRQQHO�
SURYLGLQJ�DVVLVWHG�UHSURGXFWLYH�FDUH�RU�FRQWDPLQDWLRQ�RI�JDPHWHV�RU�HPEU\RV�
LQ�WKH�SURYLVLRQ�RI�WKLV�FDUH�WKDW�ZRXOG�VXSSRUW�WKH�GHQLDO�RI�VHUYLFHV�WR�+,9�
LQIHFWHG�LQGLYLGXDOV�RU�FRXSOHV�

8QLQWHQGHG�3UHJQDQF\�LQ�+,9�,QIHFWHG�:RPHQ

0DQ\�SUHJQDQFLHV�DPRQJ�+,9�LQIHFWHG�ZRPHQ�DUH�XQLQWHQGHG�RU�XQSODQQHG��
,Q�WKH�8QLWHG�6WDWHV��DSSUR[LPDWHO\�����RI�DOO�SUHJQDQFLHV�DUH�XQLQWHQGHG��
D�UDWH�WKDW�KDV�QRW�FKDQJHG�LQ����\HDUV��$SSUR[LPDWHO\�����RI�XQLQWHQGHG�
SUHJQDQFLHV�RFFXU�LQ�ZRPHQ�XVLQJ�FRQWUDFHSWLRQ��DQG�PRUH�WKDQ�����DUH�
DERUWHG��)DP�3ODQ�3HUVSHFW�������������&RQWUDFHSWLRQ�����������������
3HUVSHFW�6H[�5HSURG�+HDOWK�����������������$������VWXG\�IURP�,WDO\�LQGLFDWHG�
WKDW�WKH�UDWH�RI�XQLQWHQGHG�SUHJQDQF\�DPRQJ�+,9�LQIHFWHG�ZRPHQ�RQ�$57�ZDV�
�������$QWLYLU�7KHU������������������$������VWXG\�RI�PRUH�WKDQ������+,9�
LQIHFWHG�SUHJQDQW�DGROHVFHQWV�LQ�WKH�8QLWHG�6WDWHV�IRXQG�WKDW�������RI�WKRVH�
SUHJQDQFLHV�ZHUH�XQSODQQHG��$P�-�2EVWHW�*\QHFRO������������6XSSO��6������
7KH�PDMRULW\�RI�SUHJQDQFLHV�UHSRUWHG�E\�+,9�LQIHFWHG�ZRPHQ�LQ�WKH�:,+6�
IURP������WR������RFFXUUHG�LQ�ZRPHQ�ZKR�ZHUH�QRW�VHHNLQJ�WR�FRQFHLYH�
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�$,'6���������������5HFHQW�VWXGLHV�KDYH�DOVR�VXJJHVWHG�WKDW�$57�LQFUHDVHV�RU�
UHVWRUHV�IHUWLOLW\��SDUWLFXODUO\�LQ�WKRVH�ZLWK�KLJKHU�&'���FHOO�FRXQWV�DQG�D�JRRG�
LPPXQRORJLF�UHVSRQVH�WR�WKHUDS\��$,'6�5HV�7UHDW�������������������

%HFDXVH�RI�DGYDQFHV�LQ�+,9�WUHDWPHQW��PDQ\�SHULQDWDOO\�LQIHFWHG�DGROHVFHQWV�
DUH�QRZ�UHDFKLQJ�VH[XDO�PDWXULW\�DQG�PD\�EH�DW�SDUWLFXODU�ULVN�IRU�XQSODQQHG�
RU�XQLQWHQGHG�SUHJQDQF\��$�UHSRUW�RQ�����SHULQDWDOO\�+,9�LQIHFWHG�DQG�
VH[XDOO\�DFWLYH�JLUOV�ROGHU�WKDQ����\HDUV�IRXQG�WKDW�E\�DJH�����������KDG�
EHHQ�SUHJQDQW�DW�OHDVW�RQFH�DQG�VRPH�PRUH�WKDQ�RQFH��$P�-�3XEOLF�+HDOWK�
��������������

5HDVRQV�IRU�XQLQWHQGHG�SUHJQDQF\��:RPHQ�ZKR�DUH�QRW�XVLQJ�FRQWUDFHSWLRQ�
RI�DQ\�W\SH�GR�QRW�QHFHVVDULO\�LQWHQG�WR�EHFRPH�SUHJQDQW��2WKHU�UHDVRQV�IRU�
XQLQWHQGHG�SUHJQDQF\�LQFOXGH�WKH�IROORZLQJ�

�� 3RZHU�LPEDODQFH�LQ�D�VH[XDO�UHODWLRQVKLS

�� 3UHVVXUH�IURP�SDUWQHU�DQG�RU�IDPLO\�WR�KDYH�FKLOGUHQ

�� )HDU�RI�DEDQGRQPHQW�WKDW�UHVXOWV�LQ�ODFN�RI�GLVFORVXUH�DQG��
RIWHQ��QRQXVH�RI�FRQGRPV�RU�RWKHU�FRQWUDFHSWLRQ

�� %HOLHI�WKDW�RQH�FDQQRW�EHFRPH�SUHJQDQW

�� /DFN�RI�DZDUHQHVV�RI�FRQWUDFHSWLRQ�RSWLRQV

�� 'LVRUJDQL]HG�OLIHVW\OH�WKDW�SUHFOXGHV�FRQVLVWHQW�XVH�RI�
FRQGRPV�DQG�RU�FRQWUDFHSWLRQ

�� 'HFLVLRQ�WR�WDNH�RQH·V�FKDQFHV

,QFUHDVHG�ULVN�IRU�XQLQWHQGHG�SUHJQDQF\��:RPHQ�ZKR�DUH�LQ�DQ\�RI�WKH�
JURXSV�OLVWHG�EHORZ�DUH�DW�LQFUHDVHG�ULVN�IRU�XQLQWHQGHG�SUHJQDQF\��)DP�3ODQQ�
3HUVSHFW�������������3HUVSHFW�6H[�5HSURG�+HDOWK����������������

�� $GROHVFHQWV

�� $JHG�!���\HDUV

�� 3RRU�DQG�OHVV�HGXFDWHG

�� 8QPDUULHG�EXW�FRKDELWLQJ

��0HQWDOO\�LOO�RU�PHQWDOO\�UHWDUGHG

�� 9LFWLPV�RI�GRPHVWLF�YLROHQFH

�� $EXVHUV�RI�GUXJV�RU�DOFRKRO

�� 7KRVH�ZLWK�+,9�DVVRFLDWHG�FRJQLWLYH�LPSDLUPHQW

8QSODQQHG�GRHV�QRW�PHDQ�XQZDQWHG��$Q�XQSODQQHG�SUHJQDQF\�LV�QRW�
QHFHVVDULO\�DQ�XQZDQWHG�SUHJQDQF\��,Q�WKH�:,+6�FRKRUW��DERUWLRQ�ZDV�
VLJQLILFDQWO\�OHVV�OLNHO\�LQ�WKH�HUD�RI�HIIHFWLYH�$57�WKDQ�LW�ZDV�LQ�WKH�SUH�$57�
HUD��)XUWKHU��DERUWLRQ�UDWHV�DPRQJ�+,9�LQIHFWHG�ZRPHQ�ZHUH�QRW�VLJQLILFDQWO\�
GLIIHUHQW�IURP�DERUWLRQ�UDWHV�DPRQJ�KLJK�ULVN�XQLQIHFWHG�ZRPHQ�LQ�WKH�$57�HUD�
�$,'6��������������������8QLQWHQGHG�SUHJQDQF\�LV�D�SUHGLFWRU��KRZHYHU��IRU�
SUHJQDQF\�WHUPLQDWLRQ�DPRQJ�ZRPHQ�ZLWK�+,9��$,'6�&DUH����������������
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&RQWUDFHSWLRQ

7KH�JRDOV�RI�FRQWUDFHSWLRQ�DUH�WR�SUHYHQW�XQLQWHQGHG�SUHJQDQF\�RU�WR�GHOD\�
SUHJQDQF\�XQWLO�LW�LV�GHVLUHG��:RPHQ�ZLWK�+,9�LQIHFWLRQ�VKRXOG�KDYH�DFFHVV�WR�
HIIHFWLYH�FRQWUDFHSWLRQ�DQG�FDQ�XVH�DOO�DYDLODEOH�PHWKRGV��'HFLVLRQV�UHJDUGLQJ�
FRQWUDFHSWLYH�RSWLRQV�LQ�+,9�LQIHFWHG�ZRPHQ�UHTXLUH�WKRXJKWIXO�GLVFXVVLRQV�ZLWK�
WKH�SDWLHQW�DQG�ZLWK�KHU�SDUWQHU�LI�DSSURSULDWH��KRZHYHU��WKH�KLJK�SURSRUWLRQ�
RI�+,9�LQIHFWHG�ZRPHQ�ZKR�UHSRUW�XQLQWHQGHG�SUHJQDQF\�RU�ZKR�FRQFHLYH�
ZKLOH�XVLQJ�FRQWUDFHSWLRQ�VXJJHVWV�WKDW�WKLV�FRXQVHOLQJ�LV�QRW�WDNLQJ�SODFH�RU�
LV�QRW�VXIILFLHQW��$�QXPEHU�RI�EDUULHUV�WR�FRQWUDFHSWLYH�FRXQVHOLQJ�KDYH�EHHQ�
LGHQWLILHG��)RU�H[DPSOH��ZRPHQ�PD\�KDYH�PRUH�LPPHGLDWH�DQG�SUHVVLQJ�
QHHGV�WKDW�FRQVXPH�WKH�WLPH�DOORFDWHG�IRU�FOLQLF�YLVLWV�RU�SUHFOXGH�DQ�LQ�GHSWK�
GLVFXVVLRQ�RI�FRQWUDFHSWLRQ��&DUH�SURYLGHUV�PD\�QRW�EH�WUDLQHG�WR�SURYLGH�
FRQWUDFHSWLYH�FRXQVHOLQJ�

$GGLWLRQDO�FKDOOHQJHV�WR�FRQWUDFHSWLRQ�XVH�RFFXU�ZKHQ�ZRPHQ�H[SHULHQFH�VLGH�
HIIHFWV�IURP�FRQWUDFHSWLRQ�WKDW�WKH\�ZHUH�QRW�SUHSDUHG�IRU�DQG�GRQ·W�NQRZ�
KRZ�WR�PDQDJH�RU�ZKHQ�WKH\�GR�QRW�KDYH�HQRXJK�SRZHU�WR�FRQWURO�WKH�XVH�RI�
FRQWUDFHSWLRQ�LQ�DQ�LQWLPDWH�UHODWLRQVKLS�

%HWZHHQ������DQG������������ZRPHQ�HQUROOHG�LQ�:,+6�ZHUH�DVNHG�HYHU\�
��PRQWKV�DERXW�WKHLU�XVH�RI�FRQWUDFHSWLRQ��$ERXW�RQH�WKLUG�RI�ZRPHQ�UHSRUWHG�
XVLQJ�EDUULHU�PHWKRGV��DSSUR[LPDWHO\�RQH�TXDUWHU�UHSRUWHG�XVLQJ�VWHULOL]DWLRQ��
DQG������UHSRUWHG�XVLQJ�KRUPRQDO�PHWKRGV��8VH�RI�GXDO�SURWHFWLRQ³EDUULHU�
PHWKRG�SOXV�D�PRUH�HIIHFWLYH�PHWKRG�RI�FRQWUDFHSWLRQ³ZDV�ORZ�EXW�GLG�
LQFUHDVH�VRPHZKDW�RYHU�WLPH��8VH�RI�QR�PHWKRG�RI�FRQWUDFHSWLRQ�ZDV�UHSRUWHG�
LQ�!����RI�YLVLWV��HYHQ�WKRXJK�����RI�WKHVH�ZRPHQ�UHSRUWHG�VH[XDO�DFWLYLW\�
GXULQJ�WKH�SUHYLRXV���PRQWKV���8VH�RI�DOO�IRUPV�RI�FRQWUDFHSWLRQ�GHFUHDVHG�
ZLWK�DJH�DQG�EHKDYLRU�FKDQJH�ZDV�PLQLPDO�RYHU�WLPH�GHVSLWH�ORQJ�WHUP�VWXG\�
SDUWLFLSDWLRQ�DQG�VWXG\�SDUWLFLSDQW�H[SRVXUH�WR�D�YDULHW\�RI�KHDOWK�PHVVDJHV�
�-�:RPHQ·V�+HDOWK������������������2WKHU�VWXGLHV�KDYH�IRXQG�WKDW�FRQGRP�
XVH�DPRQJ�ZRPHQ�ULVHV�VXEVWDQWLDOO\�DIWHU�D�GLDJQRVLV�RI�+,9��-�$FTXLU�,PPXQH�
'HILF�6\QGU����������������

&RQVLGHUDWLRQV�LQ�WKH�&KRLFH�RI�D�&RQWUDFHSWLYH�0HWKRG

:KHQ�FKRRVLQJ�WKH�PRVW�DSSURSULDWH�FRQWUDFHSWLYH�PHWKRG�IRU�WKHPVHOYHV�
DQG�WKHLU�SDUWQHUV��ZRPHQ�VKRXOG�EH�HQFRXUDJHG�WR�FRQVLGHU�VHYHUDO�
IDFWRUV��GHVFULEHG�EHORZ��9ROXQWDU\�LQIRUPHG�FKRLFH�DQG�UHVSHFWIXO�
FRQWUDFHSWLYH�FRXQVHOLQJ�DUH�LPSRUWDQW�WR�WKH�VXFFHVVIXO�FKRLFH�DQG�XVH�RI�
FRQWUDFHSWLYH�PHWKRGV��2QH�HIIHFWLYH�DSSURDFK�LV�PRWLYDWLRQDO�LQWHUYLHZLQJ�
�7DEOH�������D�FOLHQW�FHQWHUHG�DQG�JRDO�GLUHFWHG�VW\OH�RI�FRXQVHOLQJ�WKDW�
LQFRUSRUDWHV�VHQVLWLYLW\�WR�WKH�SDWLHQW·V�FXUUHQW�VWDJH�RI�FKDQJH��$GGLFW�%HKDY�
����������������-�&RQVXOW�&OLQ�3V\FKRO������������������:KHQ�DSSURSULDWH��
LW�LV�GHVLUDEOH�WR�LQFOXGH�WKH�SDUWQHU�LQ�WKH�FRQYHUVDWLRQ�DERXW�FRQWUDFHSWLYH�
FKRLFH�EHFDXVH�SDUWQHU�LQYROYHPHQW�PD\�LQFUHDVH�VXFFHVVIXO�DQG�VXVWDLQDEOH�
XVH�RI�WKH�PHWKRG�
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7DEOH����

0RWLYDWLRQDO�,QWHUYLHZLQJ�IRU�&RQWUDFHSWLRQ�&RXQVHOLQJ
6WDJH�RI�&KDQJH &RXQVHOLQJ�DQG�*RDO�

6HWWLQJ�IRU�&RQGRP�
8VH

&RXQVHOLQJ�DQG�*RDO�6HWWLQJ�
IRU�3UHYHQWLRQ�RI�8QZDQWHG�
3UHJQDQF\

3UH�&RQWHPSODWLRQ��
3DWLHQW�VHHV�QR�QHHG�WR�
HQJDJH�LQ�WKH�WDUJHW�
EHKDYLRU��´1R�ZD\«µ��

5HYLHZ�LQIRUPDWLRQ�
DERXW�FRQGRP�XVH�DQG�
FRQVHTXHQFHV�RI�QRW�
XVLQJ�FRQGRPV�

5HYLHZ�LQIRUPDWLRQ�DERXW�
FRQWUDFHSWLRQ�DQG�WKH�
FRQVHTXHQFHV�RI�QRW�XVLQJ�
FRQWUDFHSWLRQ��SUHVFULEH�(&�

&RQWHPSODWLRQ��3DWLHQW�
VHHV�WKH�QHHG�WR�
HQJDJH�LQ�WKH�WDUJHW�
EHKDYLRU��EXW�EDUULHUV�
SUHFOXGH�UHDGLQHVV�IRU�
DFWLRQ��<HV��EXW«µ�

'LVFXVV�SURV�DQG�FRQV�
RI�FRQGRP�XVH�DQG�DVN�
SDWLHQW�WR�SODQ�WR�XVH�
WKHP�GXULQJ���RI�WKH�
QH[W���VH[XDO�DFWV�VKH�
HQJDJHV�LQ�

'LVFXVV�EDUULHUV�WR�FRQWUDFHSWLRQ�
XVH�DQG�ZD\V�WR�RYHUFRPH�
WKHP�DQG�SODQ�LQLWLDWLRQ�RI�
FRQWUDFHSWLRQ�XVH�

5HYLHZ�FRQWUDFHSWLRQ�FKRLFHV��
SODQ�WR�UHYLHZ�DJDLQ�DW�QH[W�
YLVLW��HOLFLW�SDWLHQW·V�DJUHHPHQW�
WR�FKRRVH�D�PHWKRG�DW�QH[W�YLVLW�
DQG�UHLQIRUFH�XVH�RI�(&�

5HDG\�IRU�$FWLRQ��
3DWLHQW�LV�UHDG\�WR�
HQJDJH�LQ�WKH�WDUJHW�
EHKDYLRU�DQG�PD\�
DOUHDG\�EH�WU\LQJ�WKH�
QHZ�EHKDYLRU��´/HW·V�
GR�LW«µ�

$VN�SDWLHQW�WR�XVH�
FRQGRPV�GXULQJ���RI�
QH[W���VH[XDO�DFWV��DQG�
KHOS�SDWLHQW�SUDFWLFH�
QHJRWLDWLQJ�XVH�RI�
FRQGRPV�

'LVFXVV�WKH�LPSRUWDQFH�RI�
FRQVLVWHQW�XVH�RI�FRQWUDFHSWLRQ��
SUHVFULEH�WKH�SDWLHQW·V�PHWKRG�
RI�FKRLFH�DQG�SUHVFULEH�(&�

$FWLRQ��3DWLHQW�KDV�
EHHQ�HQJDJLQJ�LQ�WKH�
WDUJHW�EHKDYLRU�IRU���
WR���PR��´'RLQJ�LW«µ�

$VN�SDWLHQW�WR�SODQ�WR�
XVH�FRQGRPV�GXULQJ�
DOO���RI�QH[W���VH[XDO�
DFWV�DQG�GLVFXVV�UHVXOWV�
RI�QHJRWLDWLRQV�DERXW�
FRQGRP�XVH�

'LVFXVV�SDWLHQW·V�H[SHULHQFH�ZLWK�
FRQWUDFHSWLRQ�XVH��SODQ�ZD\V�WR�
VROYH�IXWXUH�SUREOHPV��VXFK�DV�
WKH�QHHG�WR�REWDLQ�UHILOOV��KRZ�
WR�XVH�(&�LI�GRVHV�DUH�PLVVHG��
DQG�KRZ�WR�KDQGOH�PLVVHG�
DSSRLQWPHQWV�

0DLQWHQDQFH��3DWLHQW�
KDV�EHHQ�HQJDJLQJ�LQ�
WKH�WDUJHW�EHKDYLRU�
IRU�PRUH�WKDQ���PR�
�´/LYLQJ�LW«µ�

3URYLGH�SRVLWLYH�
UHLQIRUFHPHQW�IRU�
FRQVLVWHQW�FRQGRP�XVH�
DQG�GLVFXVV�UHODSVH�
SUHYHQWLRQ�

3URYLGH�SRVLWLYH�UHLQIRUFHPHQW�
IRU�FRQVLVWHQW�FRQWUDFHSWLRQ�
XVH��DQG�GLVFXVV�SUHYHQWLRQ�RI�
LPSHUIHFW�XVH�

1RWH��$OO�DEEUHYLDWLRQV�DUH�GHILQHG�LQ�WKH�OLVW�RI�$EEUHYLDWLRQV�DQG�$FURQ\PV��S��L[

$Q�LGHDO�VWUDWHJ\�IRU�+,9�LQIHFWHG�ZRPHQ�LV�VLPXOWDQHRXV�SURWHFWLRQ�DJDLQVW�
ERWK�XQLQWHQGHG�SUHJQDQF\�DQG�+,9�WUDQVPLVVLRQ�RU�67,�DFTXLVLWLRQ�RU�
WUDQVPLVVLRQ��RIWHQ�FDOOHG�´GXDO�SURWHFWLRQ�µ�'XDO�SURWHFWLRQ�FDQ�EH�DFFRPSOLVKHG�
WKURXJK�DYRLGDQFH�RI�SHQHWUDWLYH�VH[��FRQGRP�XVH�DORQH��RU�XVH�RI�FRQGRPV�LQ�
FRPELQDWLRQ�ZLWK�DQRWKHU�PRUH�HIIHFWLYH�PHWKRG�RI�FRQWUDFHSWLRQ�

,Q�JHQHUDO��+,9�LQIHFWHG�ZRPHQ�FDQ�XVH�DOO�DYDLODEOH�FRQWUDFHSWLYH�PHWKRGV��
&RQGRP�XVH��ZKLOH�OHVV�HIIHFWLYH�DW�SUHYHQWLQJ�SUHJQDQF\�WKDQ�RWKHU�
FRQWUDFHSWLYH�PHWKRGV��LV�WKH�RQO\�PHWKRG�WKDW�UHGXFHV�WKH�ULVN�RI�+,9�
67,�WUDQVPLVVLRQ�RU�DFTXLVLWLRQ��'XDO�SURWHFWLRQ�PD\�EH�RSWLPDO��SDUWLFXODUO\�
IRU�VHURGLVFRUGDQW�FRXSOHV��DOWKRXJK�WKLV�DSSURDFK�GRHV�KDYH�ERWK�SURV�
DQG�FRQV�WKDW�VKRXOG�EH�FRQVLGHUHG�DQG�GLVFXVVHG�ZLWK�D�SDWLHQW�GXULQJ�
FRQWUDFHSWLYH�FRXQVHOLQJ�
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$GYDQWDJHV�RI�'XDO�3URWHFWLRQ 'LVDGYDQWDJHV�RI�'XDO�3URWHFWLRQ

��&RQGRPV�DORQH�KDYH�D�KLJKHU�IDLOXUH�
UDWH�LQ�SUHYHQWLRQ�RI�SUHJQDQF\�WKDQ�
PRVW�RWKHU�PHWKRGV�RI�ELUWK�FRQWURO�
��+RUPRQDO�PHWKRGV�PD\�KDYH�VLJQLILFDQW�
QRQFRQWUDFHSWLYH�EHQHILWV��VXFK�DV�D�
GHFUHDVH�LQ�LURQ�GHILFLHQF\�DQHPLD��
GHFUHDVHG�ULVN�RI�3,'��DQG�GHFUHDVHG�
ULVN�RI�VRPH�FDQFHUV�
��+,9�LQIHFWHG�ZRPHQ�PD\�EH�WDNLQJ�
PHGLFDWLRQV�WKDW�KDYH�WHUDWRJHQLF�SRWHQWLDO�
�H�J���()9��ZDUIDULQ��WHWUDF\FOLQHV��VWDWLQV��
DQG�QHHG�PRUH�UHOLDEOH�FRQWUDFHSWLRQ�WKDQ�
LV�SURYLGHG�E\�FRQGRPV�DORQH�
��6HURFRQFRUGDQW�FRXSOHV�PD\�EH�OHVV�OLNHO\�
WR�XVH�FRQGRPV�FRQVLVWHQWO\��ZKLOH�DOVR�
ZLVKLQJ�WR�SUHYHQW�SUHJQDQF\�
��'UXJ�LQWHUDFWLRQV�EHWZHHQ�KRUPRQDO�
FRQWUDFHSWLYHV�DQG�$57�PD\�GHFUHDVH�
FRQWUDFHSWLYH�HIIHFWLYHQHVV��FUHDWLQJ�D�
JUHDWHU�QHHG�IRU�XVH�RI�D�EDFN�XS�PHWKRG�

��3RVVLEOH�UHGXFWLRQ�LQ�FRQVLVWHQW�
FRQGRP�XVH
��3RWHQWLDO�QHJDWLYH�HIIHFW�RQ�$57�
DGKHUHQFH��OHVV�RI�D�FRQFHUQ�ZLWK�
QRQ�RUDO�KRUPRQDO�GHOLYHU\�V\VWHPV�
��$GYHUVH�HIIHFWV�DQG�RU�VDIHW\�
FRQVLGHUDWLRQV�RU�FRQWUDLQGLFDWLRQV�
ZLWK�KRUPRQDO�PHWKRGV

)DFWRUV�WR�FRQVLGHU�ZKHQ�KHOSLQJ�D�ZRPDQ�FKRRVH�WKH�EHVW�PHWKRG�RI�
FRQWUDFHSWLRQ�IRU�KHUVHOI�DQG�KHU�SDUWQHU�LQFOXGH�WKH�IROORZLQJ�

�� $JH

�� &KLOGEHDULQJ�SODQV��L�H���GRHV�VKH�QHHG�FRQWUDFHSWLRQ�WKDW�LV�
WHPSRUDU\�RU�SHUPDQHQW��VKRUW�WHUP�RU�ORQJ�WHUP"�

�� &RVW

�� &RQYHQLHQFH�DQG�HDVH�RI�XVH

�� 6LGH�HIIHFWV�DQG�WR[LFLW\

�� (IILFDF\

�� (IIHFW�RQ�+,9�WUDQVPLVVLRQ

�� (IIHFW�RQ�+,9�SURJUHVVLRQ

�� 1RQFRQWUDFHSWLYH�EHQHILWV

�� 3URWHFWLRQ�DJDLQVW�67,V

��2WKHU�PHGLFDO�FRQGLWLRQV

�� $FFHSWDELOLW\�DQG�DFFHVVLELOLW\

�� 'UXJ�LQWHUDFWLRQV

&RQWUDFHSWLRQ�ZRUNV�EHVW�LI�D�ZRPDQ�OLNHV�LW�DQG�LI�LW�PDNHV�SUDFWLFDO�VHQVH�IRU�
KHU��:KHQ�FKRRVLQJ�WKH�EHVW�PHWKRG��D�SDWLHQW·V�SDWWHUQV�RI�DGKHUHQFH�WR�$57�
DQG�RWKHU�PHGLFDWLRQV�DV�ZHOO�DV�KHU�DGKHUHQFH�ZLWK�FOLQLF�YLVLWV�PD\�VHUYH�DV�
SUHGLFWRUV�RI�KHU�VXFFHVV�ZLWK�SDUWLFXODU�FRQWUDFHSWLYH�PHWKRGV�

&RQWUDFHSWLYH�GHFLVLRQ�PDNLQJ�VKRXOG�WDNH�LQWR�FRQVLGHUDWLRQ�FXUUHQW�
PHGLFDWLRQV��LQFOXGLQJ�$57��DV�ZHOO�DV�IHWDO�VDIHW\�VKRXOG�FRQWUDFHSWLRQ�IDLO��
()9�LV�WKH�RQO\�FXUUHQW�$59�DJHQW�WKDW�LV�D�SURYHQ�WHUDWRJHQ��$QHQFHSKDO\��
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DQRSKWKDOPLD��PLFURSKWKDOPLD��DQG�FOHIW�SDODWH�ZHUH�VHHQ�LQ�SULPDWHV�DW�
H[SRVXUHV�FRPSDUDEOH�WR�WKRVH�LQ�KXPDQV��DQG�WKHUH�DUH�UHWURVSHFWLYH�FDVH�
UHSRUWV�DQG�RQH�SURVSHFWLYH�UHSRUW�RI�&16�GHIHFWV�LQ�LQIDQWV�RI�ZRPHQ�ZKR�
UHFHLYHG�()9�DW�FRQFHSWLRQ�DQG�GXULQJ�WKH�ILUVW�WULPHVWHU��6XVWLYD�GUXJ�ODEHO��
KWWS���ZZZ�DFFHVVGDWD�IGD�JRY�GUXJVDWIGDBGRFV�ODEHO������������V��
��������V���OEO�SGI��$FFHVVHG���������$QWLUHWURYLUDO�3UHJQDQF\�5HJLVWU\��
,QWHULP�5HSRUW��'HFHPEHU�������KWWS���ZZZ�DSUHJLVWU\�FRP�IRUPV�LQWHULPB
UHSRUW�SGI��$FFHVVHG��������

()9�LV�WKH�RQO\�$59�DJHQW�ODEHOHG�DV�)'$�SUHJQDQF\�FDWHJRU\�'��´SRVLWLYH�
HYLGHQFH�RI�KXPDQ�IHWDO�ULVN�EDVHG�RQ�DGYHUVH�UHDFWLRQ�GDWD�IURP�
LQYHVWLJDWLRQDO�DQG�PDUNHWLQJ�H[SHULHQFHV��EXW�WKH�SRWHQWLDO�EHQHILWV�IURP�
WKH�XVH�RI�WKH�GUXJ�DPRQJ�SUHJQDQW�ZRPHQ�PLJKW�EH�DFFHSWDEOH�GHVSLWH�
LWV�SRWHQWLDO�ULVNVµ���7KH�DEVROXWH�ULVN�DIWHU�HDUO\�H[SRVXUH�WR�()9�PD\�EH�
ORZ��KRZHYHU��D�UHFHQW�PHWD�DQDO\VLV�IRXQG�QR�LQFUHDVHG�ULVN�RI�RYHUDOO�ELUWK�
GHIHFWV�DPRQJ�ZRPHQ�H[SRVHG�WR�()9�FRPSDUHG�ZLWK�RWKHU�$59V�GXULQJ�WKH�
ILUVW�WULPHVWHU��$,'6��������������������1HYHUWKHOHVV��()9�VKRXOG�EH�DYRLGHG�
LQ�ZRPHQ�ZKR�DUH�WU\LQJ�WR�EHFRPH�SUHJQDQW�RU�ZKR�GR�QRW�RU�FDQQRW�XVH�
HIIHFWLYH�FRQWUDFHSWLRQ�FRQVLVWHQWO\��5HFRPPHQGDWLRQV�IRU�8VH�RI�$QWLUHWURYLUDO�
'UXJV�LQ�3UHJQDQW�+,9���,QIHFWHG�:RPHQ�IRU�0DWHUQDO�+HDOWK�DQG�,QWHUYHQWLRQV�
WR�5HGXFH�3HULQDWDO�+,9�7UDQVPLVVLRQ�LQ�WKH�8QLWHG�6WDWHV��6HSWHPEHU�����������
KWWS���DLGVLQIR�QLK�JRY�FRQWHQWILOHV�3HULQDWDO*/�SGI��$FFHVVHG������������
/RQJ�DFWLQJ�FRQWUDFHSWLYH�PHWKRGV�PD\�EH�PRUH�GHVLUDEOH�IRU�ZRPHQ�RQ�()9�
FRQWDLQLQJ�UHJLPHQV��&XUU�+,9�$,'6�5HS�������������

0HGLFDWLRQV�WDNHQ�IRU�WUHDWPHQW�RI�RWKHU�PHGLFDO�FRQGLWLRQV�PXVW�EH�
FRQVLGHUHG�DV�ZHOO��,Q�VRPH�FDVHV��WKHVH�PHGLFDWLRQV�DUH�)'$�FDWHJRU\�'�RU�
FDWHJRU\�;��´ULVN�IRU�SUHJQDQW�ZRPHQ�FOHDUO\�RXWZHLJKV�DQ\�SRVVLEOH�EHQHILWµ��

,Q�������WKH�&'&�UHOHDVHG�8�6��0HGLFDO�(OLJLELOLW\�&ULWHULD�IRU�&RQWUDFHSWLYH�8VH�
DV�HYLGHQFH�EDVHG�JXLGHOLQHV�IRU�WKH�XVH�RI�GLIIHUHQW�FRQWUDFHSWLYH�PHWKRGV�
LQ�WKH�VHWWLQJ�RI�GLIIHUHQW�PHGLFDO�FRQGLWLRQV��LQFOXGLQJ�+,9��7KH�IRXU�FDWHJRULHV�
LGHQWLILHG�E\�WKH�&'&�DUH�XVHG�LQ�WKH�GLVFXVVLRQ�RI�FRQWUDFHSWLYH�FKRLFH�LQ�WKLV�
FKDSWHU��00:5�5HFRPP�5HS���������55�������

�� &DWHJRU\����D�FRQGLWLRQ�IRU�ZKLFK�WKHUH�LV�QR�UHVWULFWLRQ�RQ�WKH�XVH�
RI�WKH�FRQWUDFHSWLYH�PHWKRG

�� &DWHJRU\����D�FRQGLWLRQ�IRU�ZKLFK�WKH�DGYDQWDJHV�RI�XVLQJ�WKH�
PHWKRG�JHQHUDOO\�RXWZHLJK�WKH�WKHRUHWLFDO�RU�SURYHQ�ULVNV

�� &DWHJRU\����D�FRQGLWLRQ�IRU�ZKLFK�WKH�WKHRUHWLFDO�RU�SURYHQ�ULVNV�
XVXDOO\�RXWZHLJK�WKH�DGYDQWDJHV�RI�XVLQJ�WKH�PHWKRG

�� &DWHJRU\����D�FRQGLWLRQ�WKDW�UHSUHVHQWV�DQ�XQDFFHSWDEOH�
KHDOWK�ULVN�LI�WKH�FRQWUDFHSWLYH�PHWKRG�LV�XVHG

&RQWUDFHSWLYH�HIIHFWLYHQHVV�GHSHQGV�RQ�ERWK�WKH�LQKHUHQW�HIIHFWLYHQHVV�RI�D�
PHWKRG�DQG�WKH�QHHG�IRU�LQGHSHQGHQW�DFWLRQ�E\�WKH�XVHU��0HWKRGV�WKDW�UHTXLUH�
UHPHPEHULQJ�WR�WDNH�D�SLOO�HYHU\�GD\�ZLOO�KDYH�ORZHU�HIILFDF\�ZLWK�W\SLFDO�XVH�
WKDQ�PHWKRGV�ZLWK�WKHRUHWLFDOO\�VLPLODU�HIIHFWLYHQHVV�WKDW�UHTXLUH�NHHSLQJ�DQ�
DSSRLQWPHQW�IRU�DQ�LQMHFWLRQ�RQFH�HYHU\���PRQWKV��7KH�UHODWLYH�HIIHFWLYHQHVV�RI�
YDULRXV�FRQWUDFHSWLYHV�LV�RXWOLQHG�LQ�7DEOH�����
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WKH�YDJLQD�RFFXUV�LQ����RI�FDVHV��DOORZLQJ�SRWHQWLDO�LQVHUWLRQ�RI�WKH�SHQLV�
EHWZHHQ�WKH�FRQGRP�DQG�YDJLQDO�ZDOO��6H[�7UDQVP�,QIHFW���������������6RPH�
FRXSOHV�DOVR�FRPSODLQ�DERXW�QRLVH�GXULQJ�VH[��KRZHYHU��ZRPHQ�ZKR�UHFHLYH�
LQVWUXFWLRQ�DERXW�XVH�RI�WKH�IHPDOH�FRQGRP�DQG�DUH�JLYHQ�WKH�RSSRUWXQLW\�WR�
SUDFWLFH�LWV�XVH�LQ�WKH�FOLQLFDO�VHWWLQJ�KDYH�DQ�LQFUHDVHG�OLNHOLKRRG�RI�XVLQJ�WKH�
GHYLFH�FRUUHFWO\�DQG�YLHZLQJ�LW�IDYRUDEO\��$P�-�3XEOLF�+HDOWK���������������
&RXQVHOLQJ�GXULQJ�WKH�HDUO\�DGRSWLRQ�SKDVH�DQG�DQ�LQFUHDVHG�VHQVH�RI�SRZHU�
LQ�QHJRWLDWLQJ�IRU�VDIH�VH[�KDYH�EHHQ�OLQNHG�WR�LQFUHDVHG�DFFHSWDELOLW\�DQG�
DGRSWLRQ�RI�WKH�IHPDOH�FRQGRP��$,'6�%HKDY�����������6XSSO��6����

6SHUPLFLGHV

6WDQGDUG�VSHUPLFLGDO�GRVHV�RI�QRQR[\QRO����1����KDYH�EHHQ�DVVRFLDWHG�ZLWK�
DQ�LQFUHDVH�LQ�LUULWDWLRQ��FROSRVFRSLF�DQG�KLVWRORJLF�HYLGHQFH�RI�LQIODPPDWLRQ��
DQG�GHFUHDVHG�QXPEHUV�RI�YDJLQDO�ODFWREDFLOOL�DV�FRPSDUHG�ZLWK�SODFHER�
UHFLSLHQWV��-�$FTXLU�,PPXQH�'HILF�6\QGU�+XP�5HWURYLURO���������������$�
UDQGRPL]HG�SODFHER�FRQWUROOHG�FOLQLFDO�WULDO�RI�DQ�1���YDJLQDO�JHO�FRQGXFWHG�
LQ�IRXU�FRXQWULHV�DPRQJ�FRPPHUFLDO�VH[�ZRUNHUV�ZLWK�KLJK�UDWHV�RI�VH[XDO�
DFWLYLW\�GLG�QRW�GHPRQVWUDWH�SURWHFWLRQ�DJDLQVW�+,9��LQVWHDG��+,9�WUDQVPLVVLRQ�
ZDV�LQFUHDVHG�DPRQJ�WKRVH�ZKR�XVHG�WKH�1��²FRQWDLQLQJ�JHO�PRUH�IUHTXHQWO\�
�/DQFHW����������������$�PHWD�DQDO\VLV�RI�UDQGRPL]HG�FRQWUROOHG�WULDOV�RI�
1���XVH�IRXQG�QR�HYLGHQFH�RI�SURWHFWLRQ�DJDLQVW�+,9�DFTXLVLWLRQ��&RFKUDQH�
'DWDEDVH�6\VW�5HY����������&'���������1���DOVR�DSSHDUV�WR�RIIHU�QR�
SURWHFWLRQ�DJDLQVW�67'V�VXFK�DV�JRQRUUKHD�RU�FKODP\GLD��5HSURG�+HDOWK�0DWWHUV�
������������������1HZHU�VSHUPLFLGHV�WKDW�FDXVH�OHVV�LQIODPPDWLRQ�DUH�EHLQJ�
WHVWHG�IRU�WKHLU�SRWHQWLDO�WR�GHFUHDVH�WKH�ULVN�RI�+,9�WUDQVPLVVLRQ��,Q�WKH�VHWWLQJ�
RI�+,9�$,'6��VSHUPLFLGHV�WKDW�PD\�GLVUXSW�YDJLQDO�RU�FHUYLFDO�PXFRVD�DQG�
SRWHQWLDOO\�LQFUHDVH�YLUDO�VKHGGLQJ�DQG�ULVN�WR�XQLQIHFWHG�SDUWQHUV�DUH�DVVLJQHG�
WR�&'&�FDWHJRU\����ULVN�JHQHUDOO\�RXWZHLJKV�DGYDQWDJHV��

+RUPRQDO�&RQWUDFHSWLRQ

&RPELQHG�HVWURJHQ�SURJHVWLQ�FRQWUDFHSWLYHV��6WXGLHV�RI�RUDO�FRPELQHG�
HVWURJHQ�SURJHVWLQ�FRQWUDFHSWLYHV�DQG�VHYHUDO�$59V�KDYH�IRXQG�GUXJ�
LQWHUDFWLRQV��SULPDULO\�WKURXJK�WKH�F\WRFKURPH�S����>&<3@��$��V\VWHP��WKDW�
UHVXOWHG�LQ�DQ�LQFUHDVH�RU�GHFUHDVH�LQ�OHYHOV�RI�HVWURJHQ�DQG�RU�SURJHVWLQ�
�7DEOH�������2QH�VWXG\�GHPRQVWUDWHG�D�GHFUHDVH�LQ�$59�EORRG�OHYHO�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����3UHFRQFHSWLRQ�&DUH�DQG�&RQWUDFHSWLRQ

�*XLGHOLQHV�IRU�WKH�8VH�RI�$QWLUHWURYLUDO�$JHQWV�LQ�+,9���,QIHFWHG�$GXOWV�DQG�
$GROHVFHQWV��-DQXDU\�����������$YDLODEOH�DW�KWWS���ZZZ�DLGVLQIR�QLK�JRY�
&RQWHQW)LOHV�$GXOWDQG$GROHVFHQW*/�SGI��$FFHVVHG����������7R�GDWH��GDWD�RQ�
WKHVH�LQWHUDFWLRQV�DUH�SULPDULO\�SKDUPDFRNLQHWLF�DQG�WKH�WUXH�FOLQLFDO�HIIHFW�LV�
QRW�FOHDU��7KH�FRQFHUQ�LV�WKDW�HIIHFWLYHQHVV�PD\�EH�GHFUHDVHG��EUHDNWKURXJK�
EOHHGLQJ�PD\�RFFXU��ZLWK�GHFUHDVHG�KRUPRQDO�OHYHOV���RU�UDWHV�RI�DGYHUVH�
HIIHFWV�PD\�LQFUHDVH��ZLWK�LQFUHDVHG�KRUPRQDO�OHYHOV���DOWKRXJK�WKHVH�RXWFRPHV�
KDYH�QRW�EHHQ�FRQILUPHG��2QO\�ZLWK�)39��ZKLFK�LV�PHWDEROL]HG�WR�$39��GRHV�
WKH�GUXJ�GUXJ�LQWHUDFWLRQ�DOVR�UHGXFH�WKH�FRQFHQWUDWLRQ�RI�WKH�$59��8QERRVWHG�
)39�VKRXOG�QRW�EH�FR�DGPLQLVWHUHG�ZLWK�KRUPRQDO�FRQWUDFHSWLYHV��+&V���7KHUH�LV�
PLQLPDO�LQIRUPDWLRQ�DERXW�GUXJ�LQWHUDFWLRQV�ZLWK�WKH�XVH�RI�DOWHUQDWLYH�GHOLYHU\�
PHWKRGV�IRU�HVWURJHQ�SURJHVWLQ�FRQWUDFHSWLYHV��L�H���WUDQVGHUPDO�SDWFK��
LQWUDYDJLQDO�ULQJ���DOWKRXJK�D�UHFHQW�VWXG\�VXJJHVWV�WKDW�WKHVH�GHOLYHU\�PHWKRGV�
PD\�DOVR�EH�YXOQHUDEOH�WR�GUXJ�LQWHUDFWLRQV�DQG�WKDW�GLIIHUHQW�SURJHVWLQV��H�J���
QRUHWKLQGURQH�YV�QRUHOJHVWURPLQ��PD\�EH�DIIHFWHG�GLIIHUHQWO\�LQ�LQWHUDFWLRQ�ZLWK�
VSHFLILF�$59�DJHQWV��-�$FTXLU�,PPXQH�'HILF�6\QGU������������������$OWKRXJK�
GDWD�DUH�ODFNLQJ�RQ�WKH�VDIHW\�DQG�HIILFDF\�RI�DOWHULQJ�KRUPRQDO�GRVDJHV�LQ�
DQ�HIIRUW�WR�FLUFXPYHQW�WKHVH�LQWHUDFWLRQV��D�SUHSDUDWLRQ�FRQWDLQLQJ�D�PLQLPXP�
RI����PFJ�HWKLQ\O�HVWUDGLRO�LV�VXJJHVWHG�

7DEOH����

'UXJ�,QWHUDFWLRQV�%HWZHHQ�$QWLUHWURYLUDO�7KHUDS\�DQG�+RUPRQDO�
&RQWUDFHSWLRQ

(IIHFW�RQ�$QWLUHWURYLUDO�
RU�+RUPRQDO�'UXJ�
&RQFHQWUDWLRQV

'RVLQJ�5HFRPPHQGDWLRQV�IRU�
+RUPRQDO�&RQWUDFHSWLYHV�DQG�
&OLQLFDO�&RPPHQWV

157,V 1R�HIIHFW�RQ�KRUPRQDO�OHYHOV 1R�GRVDJH�DGMXVWPHQW�LV�QHFHVVDU\

579�%RRVWHG�3,V
$79�U (WKLQ\O�HVWUDGLRO�È����

1RUJHVWLPDWH�Ç����
8VH�DOWHUQDWLYH�RU�DGGLWLRQDO�PHWKRG

'59�U (WKLQ\O�HVWUDGLRO�$8&�È����
1RUHWKLQGURQH�$8&�È����

8VH�DOWHUQDWLYH�RU�DGGLWLRQDO�PHWKRG

)39�U (WKLQ\O�HVWUDGLRO�$8&�È����
1RUHWKLQGURQH�$8&�È����

8VH�DOWHUQDWLYH�RU�DGGLWLRQDO�PHWKRG

/39�U (WKLQ\O�HVWUDGLRO�$8&�È����
1RUHWKLQGURQH�$8&�È����
1RUHOJHVWURPLQ��WUDQVGHUPDO�
SDWFK��$8&�Ç����

8VH�DOWHUQDWLYH�RU�DGGLWLRQDO�PHWKRG

649�U È�(WKLQ\O�HVWUDGLRO 8VH�DOWHUQDWLYH�RU�DGGLWLRQDO�PHWKRG

739�U (WKLQ\O�HVWUDGLRO�$8&�È����
1RUHWKLQGURQH��QR�VLJQLILFDQW�
FKDQJH

8VH�DOWHUQDWLYH�RU�DGGLWLRQDO�PHWKRG

8QERRVWHG�3,V
,QGLQDYLU�
�,'9�

(WKLQ\O�HVWUDGLRO�$8&�Ç����
1RUHWKLQGURQH�$8&�Ç����

1R�DGGLWLRQDO�FRQWUDFHSWLYH�
SURWHFWLRQ�QHHGHG

1HOILQDYLU�
�1)9�

(WKLQ\O�HVWUDGLRO�$8&�È����
1RUHWKLQGURQH�$8&�È����

8VH�DOWHUQDWLYH�RU�DGGLWLRQDO�PHWKRG
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����3UHFRQFHSWLRQ�&DUH�DQG�&RQWUDFHSWLRQ

7DEOH����

'UXJ�,QWHUDFWLRQV�%HWZHHQ�$QWLUHWURYLUDO�7KHUDS\�DQG�+RUPRQDO�
&RQWUDFHSWLRQ

(IIHFW�RQ�$QWLUHWURYLUDO�
RU�+RUPRQDO�'UXJ�
&RQFHQWUDWLRQV

'RVLQJ�5HFRPPHQGDWLRQV�IRU�
+RUPRQDO�&RQWUDFHSWLYHV�DQG�
&OLQLFDO�&RPPHQWV

$79 (WKLQ\O�HVWUDGLRO�$8&�Ç����
1RUHWKLQGURQH�$8&�Ç�����

1R�DGGLWLRQDO�FRQWUDFHSWLYH�
SURWHFWLRQ�QHHGHG
2UDO�FRQWUDFHSWLYH�VKRXOG�FRQWDLQ�
QR�PRUH�WKDQ����PFJ�RI�HWKLQ\O�
HVWUDGLRO��RU�XVH�DOWHUQDWLYH�PHWKRG��
2UDO�FRQWUDFHSWLYHV�FRQWDLQLQJ�����
PFJ�RI�HWKLQ\O�HVWUDGLRO�RU�SURJHVWLQV�
RWKHU�WKDQ�QRUHWKLQGURQH�RU�
QRUJHVWLPDWH�KDYH�QRW�EHHQ�VWXGLHG�

)39 :LWK�$39��Ç�HWKLQ\O�HVWUDGLRO�
DQG�Ç�QRUHWKLQGURQH��È�$39�
���

8VH�DOWHUQDWLYH�PHWKRG

1157,V
()9 (WKLQ\O�HVWUDGLRO�QR�FKDQJH

/HYRQRUJHVWUHO�$8&�È����
1RUHOJHVWURPLQ�$8&�È����
:LWK�OHYRQRUJHVWUHO�DORQH��QRW�
DV�SDUW�RI�FRPELQHG�HVWURJHQ�
SURJHVWLQ�FRQWUDFHSWLYH��
OHYRQRUJHVWUHO�$8&�È����
,PSODQW��È�HWRQRJHVWUHO

8VH�DOWHUQDWLYH�RU�DGGLWLRQDO�
PHWKRGV
1RUHOJHVWURPLQ�DQG�OHYRQRUJHVWUHO�
DUH�DFWLYH�PHWDEROLWHV�RI�
QRUJHVWLPDWH
(IIHFWLYHQHVV�RI�HPHUJHQF\�
SRVWFRLWDO�FRQWUDFHSWLRQ�PD\�EH�
GLPLQLVKHG

(75 (WKLQ\O�HVWUDGLRO�$8&�Ç����
1RUHWKLQGURQH��QR�VLJQLILFDQW�
HIIHFW�

1R�DGGLWLRQDO�FRQWUDFHSWLYH�
SURWHFWLRQ�QHHGHG

193 (WKLQ\O�HVWUDGLRO�$8&�È����
1RUHWKLQGURQH�$8&�È����

0D\�FRQVLGHU�DOWHUQDWLYH�RU�
DGGLWLRQDO�PHWKRGV

'03$��QR�VLJQLILFDQW�FKDQJH 1R�DGGLWLRQDO�FRQWUDFHSWLYH�
SURWHFWLRQ�QHHGHG

539 (WKLQ\O�HVWUDGLRO�$8&�Ç����
1RUHWKLQGURQH��QR�VLJQLILFDQW�
FKDQJH

1R�DGGLWLRQDO�FRQWUDFHSWLYH�
SURWHFWLRQ�QHHGHG

&&5��$QWDJRQLVW
09& 1R�VLJQLILFDQW�HIIHFW�RQ�HWKLQ\O�

HVWUDGLRO�RU�OHYRQRUJHVWUHO
1R�DGGLWLRQDO�FRQWUDFHSWLYH�
SURWHFWLRQ�QHHGHG

,QWHJUDVH�,QKLELWRU
5$/ 1R�FOLQLFDOO\�VLJQLILFDQW�

HIIHFW�RQ�HWKLQ\O�HVWUDGLRO�RU�
OHYRQRUJHVWUHO

1R�DGGLWLRQDO�FRQWUDFHSWLYH�
SURWHFWLRQ�QHHGHG

(OYLWHJUDYLU��
&RELFLVWDW

1RUJHVWLPDWH�$8&�Ç�����
(WKLQ\O�HVWUDGLRO�$8&�È�����

1R�DGGLWLRQDO�FRQWUDFHSWLYH�
SURWHFWLRQ�QHHGHG

1RWH��$OO�DEEUHYLDWLRQV�DUH�GHILQHG�LQ�WKH�OLVW�RI�$EEUHYLDWLRQV�DQG�$FURQ\PV��S��L[
6RXUFH��3DQHO�RQ�$QWLUHWURYLUDO�*XLGHOLQHV�IRU�$GXOWV�DQG�$GROHVFHQWV��*XLGHOLQHV�IRU�WKH�8VH�
RI�$QWLUHWURYLUDO�$JHQWV�LQ�+,9���,QIHFWHG�$GXOWV�DQG�$GROHVFHQWV��-DQXDU\�����������7DEOHV�
��D����E��DQG���G

FRQWLQXHG
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����3UHFRQFHSWLRQ�&DUH�DQG�&RQWUDFHSWLRQ

&RQFHUQV�DERXW�GUXJ�LQWHUDFWLRQV�VKRXOG�QRW�FDXVH�SURYLGHUV�WR�DYRLG�
SUHVFULELQJ�FRPELQHG�HVWURJHQ�SURJHVWLQ�+&��EXW�VKRXOG�SURPSW�FORVH�
IROORZ�XS�DQG�WKRURXJK�FRXQVHOLQJ�DERXW�DGGLWLRQDO�RU�DOWHUQDWLYH�
FRQWUDFHSWLYH�PHWKRGV��7KH�FRQVLVWHQW�XVH�RI�FRQGRPV�LV�UHFRPPHQGHG�WR�
SUHYHQW�+,9�WUDQVPLVVLRQ�RU�RWKHU�67,�DFTXLVLWLRQ�DQG�WR�FRPSHQVDWH�IRU�DQ\�
SRVVLEOH�UHGXFWLRQ�LQ�WKH�HIIHFWLYHQHVV�RI�WKH�+&�

2WKHU�PHGLFDWLRQV�DUH�DOVR�NQRZQ�WR�LQWHUDFW�ZLWK�FRPELQHG�HVWURJHQ�SURJHVWLQ�
+&V��DQG�LQ�VRPH�FDVHV�ZLWK�SURJHVWLQ�RQO\�FRQWUDFHSWLYHV��DQG�PD\�UHTXLUH�
FRQVLGHUDWLRQ�RI�DOWHUQDWLYH�DQG�RU�DGGLWLRQDO�FRQWUDFHSWLYH�PHWKRGV�DQG�
RU�GRVH�DGMXVWPHQW�IRU�WKH�LQWHUDFWLQJ�DJHQW��ZKHQ�DSSURSULDWH��&RQWUDFHSWLYH�
7HFKQRORJ\���WK�HG��������

'UXJV�WKDW�DOWHU�HVWURJHQ�DQG�RU�SURJHVWLQ�OHYHOV�DQG�PD\�UHGXFH�WKH�
HIIHFWLYHQHVV�RI�+&�

�� $QWLFRQYXOVDQW�DJHQWV��L�H���SKHQ\WRLQ��FDUEDPD]HSLQH��EDUELWXUDWHV��
SULPLGRQH��WRSLUDPDWH��R[FDUED]HSLQH��XVHG�ZLWK�FRPELQHG�
HVWURJHQ�SURJHVWLQ�PHWKRGV�RU�SURJHVWLQ�RQO\�SLOOV

�� /DPRWULJLQH��LI�XVHG�DV�VLQJOH�DJHQW��XVHG�ZLWK�FRPELQHG�
HVWURJHQ�SURJHVWLQ�PHWKRGV

�� 5LIDPSLQ�RU�ULIDEXWLQ�XVHG�ZLWK�FRPELQHG�HVWURJHQ�SURJHVWLQ�
PHWKRGV��SURJHVWLQ�RQO\�SLOOV��RU�SURJHVWLQ�LPSODQWV

�� 6W��-RKQV�ZRUW�XVHG�ZLWK�FRPELQHG�HVWURJHQ�SURJHVWLQ�
PHWKRGV�RU�SURJHVWLQ�RQO\�SLOOV

5HFRPPHQGDWLRQ��8VH�DQ�DOWHUQDWLYH�RU�DGGLWLRQDO�PHWKRG��,I�D�FRPELQHG�RUDO�
HVWURJHQ�SURJHVWLQ�PHWKRG�LV�XVHG��XVH�D�IRUPXODWLRQ�FRQWDLQLQJ�D�PLQLPXP�RI�
���PFJ�HWKLQ\O�HVWUDGLRO�

'UXJV�WKDW�PD\�UHTXLUH�GRVH�DGMXVWPHQW�DQG�RU�PRQLWRULQJ�RI�GUXJ�HIIHFW�
ZKHQ�XVHG�ZLWK�FRPELQHG�HVWURJHQ�SURJHVWLQ�+&�

�� )OXRURTXLQRORQHV��VRPH�DQWLFRQYXOVDQWV��UHGXFHG�GUXJ�OHYHOV�

�� 7KHRSK\OOLQH��GLD]HSDP��FKORUGLD]HSR[LGH��WULF\FOLF�
DQWLGHSUHVVDQWV��LQFUHDVHG�GUXJ�OHYHOV�

5HFRPPHQGDWLRQ��0RQLWRU�GUXJ�OHYHOV�ZKHQ�DYDLODEOH��GRVH�PD\�QHHG�
WR�EH�LQFUHDVHG�

$PRQJ�+,9�LQIHFWHG�ZRPHQ��WKH�XVH�RI�FRPELQHG�HVWURJHQ�SURJHVWLQ�
FRQWUDFHSWLYHV�PD\�EH�FRQWUDLQGLFDWHG�EHFDXVH�RI�FRPRUELGLWLHV�VXFK�DV�
VPRNLQJ�RU�K\SHUWHQVLRQ��FRPPRQ�LQ�WKLV�SRSXODWLRQ��%HFDXVH�FKURQLF�YLUDO�
KHSDWLWLV�LV�D�IUHTXHQW�FRPRUELGLW\�LQ�WKH�VHWWLQJ�RI�+,9��WKH�FRQFRPLWDQW�XVH�RI�
FRPELQHG�+&V�LV�RI�VSHFLDO�LQWHUHVW��'DWD�VXJJHVW�WKDW�LQ�ZRPHQ�ZLWK�FKURQLF�
KHSDWLWLV��FRPELQHG�KRUPRQH�XVH�GRHV�QRW�LQFUHDVH�WKH�UDWH�RU�VHYHULW\�RI�
FLUUKRWLF�ILEURVLV��QRU�GRHV�LW�LQFUHDVH�ULVN�IRU�KHSDWRFHOOXODU�FDUFLQRPD��,Q�
JHQHUDO��WKRXJK��WKHVH�PHWKRGV�VKRXOG�QRW�EH�XVHG�LQ�ZRPHQ�ZLWK�VHYHUH�OLYHU�
FLUUKRVLV��DFXWH�KHSDWLWLV��RU�OLYHU�WXPRUV�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����3UHFRQFHSWLRQ�&DUH�DQG�&RQWUDFHSWLRQ

3URJHVWLQ�RQO\�FRQWUDFHSWLYHV��$OWKRXJK�GDWD�DUH�OLPLWHG��WKHUH�LV�QR�HYLGHQFH�
RI�VLJQLILFDQW�GUXJ�LQWHUDFWLRQV�EHWZHHQ�GHSRW�PHGUR[\SURJHVWHURQH�DFHWDWH�
�'03$��DQG�$59V��7KH�FOLQLFDO�SURILOH�DVVRFLDWHG�ZLWK�'03$�DGPLQLVWUDWLRQ�ZDV�
H[DPLQHG�LQ�ZRPHQ�RQ�UHJLPHQV�FRQWDLQLQJ�1)9��()9��RU�193�DQG�DSSHDUHG�
VLPLODU�WR�WKDW�REVHUYHG�LQ�+,9�XQLQIHFWHG�ZRPHQ��'03$�SUHYHQWHG�RYXODWLRQ�
DQG�GLG�QRW�DIIHFW�&'���FHOO�FRXQWV�RU�+,9�51$�OHYHOV�LQ�+,9�LQIHFWHG�
ZRPHQ�ZKHQ�FRPSDUHG�ZLWK�ZRPHQ�RQ�157,V�RQO\�RU�QR�$59V��&RQWUDFHSWLRQ�
�������������$QRWKHU�VWXG\�IRXQG�QR�'03$�SKDUPDFRNLQHWLF�GLIIHUHQFHV�
EHWZHHQ����ZRPHQ�RQ�='9���7&��DQG�()9�DQG����ZRPHQ�RQ�QR�$57��)HUWLO�
6WHULO������������������7KH�8�6��0HGLFDO�(OLJLELOLW\�&ULWHULD�FODVVLI\�'03$�ZLWK�
+,9�$,'6�DV�&DWHJRU\����00:5�5HFRPP�5HS���������55��������7KHUH�DUH�
IHZ�GDWD�RQ�GUXJ�LQWHUDFWLRQV�RI�SURJHVWLQ�LPSODQWV�RU�SURJHVWLQ�RQO\�SLOOV�
ZLWK�$59V�DQG�UHFRPPHQGDWLRQV�E\�H[SHUWV�DUH�JHQHUDOO\�WKH�VDPH�DV�IRU�
FRPELQHG�KRUPRQDO�FRQWUDFHSWLYHV�

/RQJ�WHUP�XVH�RI�'03$�KDV�EHHQ�DVVRFLDWHG�ZLWK�GLPLQLVKHG�ERQH�PLQHUDO�
GHQVLW\��%0'���DOWKRXJK�UHFHQW�VWXGLHV�LQGLFDWH�WKDW�WKH�UDWH�RI�ERQH�ORVV�LV�
JUHDWHVW�LQ�WKH�ILUVW����PRQWKV�RI�XVH�DQG�GHFUHDVHV�WKHUHDIWHU��IXUWKHUPRUH��
FXUUHQW�HYLGHQFH�VXJJHVWV�WKDW�SDUWLDO�RU�IXOO�UHFRYHU\�RI�ERQH�PDVV�RFFXUV�
DIWHU�GLVFRQWLQXDWLRQ�RI�'03$��)HUWLO�6WHULO���������������&RQWUDFHSWLRQ�
�������������7KHUH�KDYH�EHHQ�QR�UDQGRPL]HG�FRQWUROOHG�WULDOV�RI�'03$�DQG�
IUDFWXUH�ULVN��'HFUHDVHG�%0'�LV�PRUH�FRPPRQ�DPRQJ�SHRSOH�ZLWK�+,9�LQIHFWLRQ�
DQG�KDV�EHHQ�DVVRFLDWHG�ZLWK�WKH�XVH�RI�D�YDULHW\�RI�$59V��LQ�SDUWLFXODU�
G�7�DQG�7')��$OWKRXJK�QR�VWXGLHV�KDYH�H[DPLQHG�%0'�DQG�'03$�XVH�LQ�WKH�
VHWWLQJ�RI�+,9�LQIHFWLRQ��WKH�HIILFDF\�RI�'03$³SDUWLFXODUO\�LQ�DGROHVFHQWV�RU�
RWKHUV�ZKR�PD\�KDYH�GLIILFXOW\�DGKHULQJ�WR�D�FRQWUDFHSWLYH�PHWKRG³PXVW�EH�
EDODQFHG�DJDLQVW�SRVVLEOH�DGYHUVH�HIIHFWV�RQ�ERQH�GHQVLW\��$&2*�KDV�VWDWHG�
WKDW�´FRQFHUQV�UHJDUGLQJ�WKH�HIIHFW�RI�'03$�RQ�%0'�VKRXOG�QHLWKHU�SUHYHQW�
SUDFWLWLRQHUV�IURP�SUHVFULELQJ�'03$�QRU�OLPLW�LWV�XVH�WR���FRQVHFXWLYH�\HDUV�µ�
�$&2*�&RPPLWWHH�2SLQLRQ�������6HSWHPEHU�������$YDLODEOH�DW�KWWS���ZZZ�
DFRJ�RUJ�5HVRXUFHVB$QGB3XEOLFDWLRQV�&RPPLWWHHB2SLQLRQV�&RPPLWWHHBRQB
$GROHVFHQWB+HDOWKB&DUH�'HSRWB0HGUR[\SURJHVWHURQHB$FHWDWHBDQGB%RQHB
(IIHFWV��$FFHVVHG����������'DLO\�H[HUFLVH�DQG�DSSURSULDWH�FDOFLXP�DQG�YLWDPLQ�
'�LQWDNH�VKRXOG�EH�HQFRXUDJHG�

+RUPRQDO�FRQWUDFHSWLRQ�DQG�+,9�SURJUHVVLRQ��'DWD�IURP�SURVSHFWLYH�DQG�
FRKRUW�VWXGLHV�FRQIOLFW�RQ�WKH�HIIHFW�RI�+&��FRPELQHG�HVWURJHQ�SURJHVWLQ�RU�
'03$��RQ�+,9�SURJUHVVLRQ��GHILQHG�DV�SURJUHVVLRQ�WR�$,'6�RU�GHDWK��&OLQ�
,QIHFW�'LV��������������-�$FTXLU�,PPXQH�'HILF�6\QGU�����������������$,'6�
������������������$,'6����������6XSSO���6����$,'6���������������
0HPEHUV�RI�D�FRKRUW�RI�.HQ\DQ�ZRPHQ�ZKR�ZHUH�WDNLQJ�'03$�DW�WKH�WLPH�
RI�+,9�DFTXLVLWLRQ�ZHUH�IRXQG�WR�KDYH�KLJKHU�YLUDO�VHW�SRLQWV�DQG�D�JUHDWHU�
OLNHOLKRRG�RI�PXOWLSOH�YLUDO�YDULDQWV�EHLQJ�GHWHFWHG�VKRUWO\�DIWHU�LQIHFWLRQ��&OLQ�
,QIHFW�'LV�������������������KRZHYHU��WKH�XVH�RI�KRUPRQDO�FRQWUDFHSWLRQ�SULRU�
WR�VHURFRQYHUVLRQ�ZDV�QRW�DVVRFLDWHG�ZLWK�KLJKHU�YLUDO�VHW�SRLQWV�LQ�D�8JDQGDQ�
FRKRUW��-�$FTXLU�,PPXQH�'HILF�6\QGU������������������0RVW�RI�WKHVH�VWXGLHV�
GLG�QRW�KDYH�9/�PHDVXUHPHQWV�IRU�FRPSDULVRQ��,Q�ERWK�D�ORQJLWXGLQDO�8�6��
FRKRUW�DQG�D�SURVSHFWLYH�FRKRUW�LQ�.HQ\D��KRZHYHU��+&�ZDV�QRW�DVVRFLDWHG�
ZLWK�D�FKDQJH�LQ�9/�RYHU�WLPH�DV�FRPSDUHG�ZLWK�ZRPHQ�ZKR�ZHUH�QRW�XVLQJ�
FRQWUDFHSWLRQ��$,'6�������������������$,'6������������������,Q�JHQHUDO��
WKHVH�VWXGLHV�GLG�QRW�LQFOXGH�ZRPHQ�RQ�$57��EXW�WKHUH�LV�QR�UHDVRQ�WR�EHOLHYH�
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WKDW�ZRPHQ�RQ�$57�ZLWK�VXSSUHVVHG�+,9�51$�OHYHOV�ZRXOG�EH�DW�LQFUHDVHG�ULVN�
IRU�+,9�SURJUHVVLRQ�UHODWHG�WR�WKH�XVH�RI�+&��*LYHQ�WKH�DYDLODELOLW\�RI�$59V�
DQG�WKH�IDFW�WKDW�PRVW�VWXGLHV�VKRZ�QR�HIIHFW�RI�+&�RQ�+,9�SURJUHVVLRQ��ZKLFK�
ZRXOG�EH�H[SHFWHG�WR�VXSHUVHGH�D�SRWHQWLDO�HIIHFW�RQ�XQWUHDWHG�ZRPHQ��WKH�
IXOO�UDQJH�RI�+&�PHWKRGV�VKRXOG�FRQWLQXH�WR�EH�DYDLODEOH�WR�ZRPHQ�ZLWK�+,9�

+RUPRQDO�FRQWUDFHSWLRQ�DQG�+,9�WUDQVPLVVLRQ�DQG�RU�DFTXLVLWLRQ��'DWD�
RQ�WKH�UROH�RI�+&�LQ�+,9�VXVFHSWLELOLW\�RU�LQIHFWLRXVQHVV�DOVR�FRQIOLFW��7ZR�
ODUJH�SURVSHFWLYH�VWXGLHV�KDYH�GHPRQVWUDWHG�D�PRGHVWO\�LQFUHDVHG�ULVN�RI�
+,9�DFTXLVLWLRQ�DVVRFLDWHG�ZLWK�WKH�XVH�RI�FRPELQHG�RUDO�HVWURJHQ�SURJHVWLQ�
DQG�RU�'03$��$,'6�������������������$,'6�������������������$,'6�
�������������������$�UHFHQW�VHFRQGDU\�DQDO\VLV�RI�GDWD�IURP�D�ODUJH�
SUHYHQWLRQ�WULDO�DPRQJ�PRUH�WKDQ������VHURGLVFRUGDQW�$IULFDQ�FRXSOHV�
GHPRQVWUDWHG�DQ�LQFUHDVHG�ULVN�RI�+,9�VHURFRQYHUVLRQ��ERWK�WUDQVPLVVLRQ�DQG�
DFTXLVLWLRQ��DVVRFLDWHG�ZLWK�+&��SULPDULO\�'03$���0RUHRYHU��+,9�LQIHFWHG�
ZRPHQ�ZKR�WUDQVPLWWHG�WR�WKHLU�XQLQIHFWHG�PDOH�VH[�SDUWQHUV�DOVR�KDG�KLJKHU�
JHQLWDO�+,9�9/��ZKLFK�KDV�WKH�SRWHQWLDO�WR�LQFUHDVH�WUDQVPLVVLRQ��/DQFHW�,QIHFW�
'LV�����������������2WKHU�PHFKDQLVPV�ZLWK�WKH�SRWHQWLDO�IRU�DOWHULQJ�ULVN�
RI�WUDQVPLVVLRQ�RU�DFTXLVLWLRQ�LQFOXGH�LQFUHDVHG�FHUYLFDO�HFWRS\�ZLWK�+&�XVH��
SRVVLEOH�WKLQQLQJ�RI�YDJLQDO�PXFRVD��DOWHUDWLRQV�LQ�YDJLQDO�IORUD�RU�KHLJKWHQHG�
VXVFHSWLELOLW\�WR�RWKHU�67,V��RU�RWKHU�FKDQJHV�LQ�ORFDO�RU�V\VWHPLF�LPPXQLW\��$P�-�
5HSURG�,PPXQRO�����������������

7KHUH�DUH��KRZHYHU��DOVR�VLJQLILFDQW�PHWKRGRORJLF�LVVXHV�ZLWK�PRVW�VWXGLHV��
LQFOXGLQJ�SRWHQWLDO�VHOHFWLRQ�ELDV�DQG�FRQIRXQGLQJ�IDFWRUV�VXFK�DV�FKDQJHV�
LQ�+&�XVH�RYHU�WLPH��SUHVHQFH�RI�67,V��LQFOXGLQJ�+69���VHURVWDWXV���DQG�
GHSHQGHQFH�RQ�VHOI�UHSRUW�UHJDUGLQJ�DFWXDO�XVH�RI�+&��VH[XDO�EHKDYLRU��DQG�
RU�FRQGRP�XVH��$P�-�5HSURG�,PPXQRO�����������������

$OWKRXJK�VRPH�GDWD�VXJJHVW�WKDW�+&�PD\�LQFUHDVH�+,9�VXVFHSWLELOLW\�RU�
LQIHFWLRXVQHVV��WKHUH�LV�D�FULWLFDO�QHHG�IRU�VDIH�DQG�HIIHFWLYH�FRQWUDFHSWLYH�
PHWKRGV�IRU�ZRPHQ�ZKR�DUH�DW�ULVN�IRU�RU�LQIHFWHG�ZLWK�+,9��5DWKHU�WKDQ�
GLVFRXUDJLQJ�WKH�XVH�RI�HIIHFWLYH�+&�PHWKRGV��WKHVH�VWXGLHV�KLJKOLJKW�WKH�
LPSRUWDQFH�RI�GXDO�SURWHFWLRQ�ZLWK�FRQGRPV�WR�SUHYHQW�ERWK�DFTXLVLWLRQ�DQG�
WUDQVPLVVLRQ�RI�+,9�LQ�ZRPHQ��0RUHRYHU��QRZ�WKDW�$57�KDV�EHHQ�FRQILUPHG�
WR�HIIHFWLYHO\�UHGXFH�VH[XDO�WUDQVPLVVLRQ�DPRQJ�VHURGLVFRUGDQW�FRXSOHV�E\�
�����1�(QJO�-�0HG�������������������WKLV�LQWHUYHQWLRQ�ZLOO�EH�LQFUHDVLQJO\�
LPSRUWDQW�WR�FLUFXPYHQW�WUDQVPLVVLRQ�RI�+,9��UHJDUGOHVV�RI�+&�XVH��$�UHFHQW�
XSGDWH�WR�WKH�&'&·V�8�6��0HGLFDO�(OLJLELOLW\�&ULWHULD�IRU�&RQWUDFHSWLYH�
8VH������UHDIILUPHG�WKH�VDIHW\�RI�KRUPRQDO�FRQWUDFHSWLYHV�IRU�ZRPHQ�
DW�KLJK�ULVN�IRU�+,9��EXW�DGGHG�D�FODULILFDWLRQ�IRU�ZRPHQ�XVLQJ�SURJHVWLQ�
RQO\�LQMHFWDEOHV�KLJKOLJKWLQJ�WKH�LQFRQFOXVLYH�QDWXUH�RI�WKH�HYLGHQFH�DURXQG�
KRUPRQDO�FRQWUDFHSWLYH�XVH�DQG�ULVN�IRU�+,9�DFTXLVLWLRQ�DPRQJ�ZRPHQ��DQG�
VWURQJO\�HQFRXUDJLQJ�FRQGRP�XVH�DQG�RWKHU�PHDVXUHV�WR�SUHYHQW�+,9��00:5�
�����������������

,QWUDXWHULQH�'HYLFHV

1R�DVVRFLDWLRQ�EHWZHHQ�WKH�FRSSHU�,8'��&X�,8'��DQG�ULVN�RI�+,9�DFTXLVLWLRQ�RU�
SURJUHVVLRQ�KDV�EHHQ�GHPRQVWUDWHG��$P�-�2EVWHW�*\QHFRO������������������
%HVW�3UDFW�5HV�&OLQ�2EVWHW�*\QDHFRO�������������������$OWKRXJK�GDWD�DUH�
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OLPLWHG��WKHUH�LV�DOVR�QR�HYLGHQFH�RI�KLJKHU�ULVN�IURP�&X�,8'V�IRU�RYHUDOO�
FRPSOLFDWLRQV�RU�IRU�SHOYLF�LQIHFWLRQV�LQ�+,9�LQIHFWHG�ZRPHQ�LQ�JHQHUDO�
RU�ZKHQ�VWUDWLILHG�E\�&'���FHOO�FRXQW��%-2*������������������/DQFHW�
���������������$P�-�2EVWHW�*\QHFRO�������������������&X�,8'�XVH�DOVR�
ZDV�QRW�DVVRFLDWHG�ZLWK�DQ�LQFUHDVHG�UDWH�RI�FHUYLFDO�+,9�VKHGGLQJ��$,'6�
������������������

,Q�8�6��SUDFWLFH�WRGD\��WKH�&X�,8'�KDV�ODUJHO\�EHHQ�HFOLSVHG�E\�WKH�
OHYRQRUJHVWUHO�UHOHDVLQJ�LQWUDXWHULQH�V\VWHP��/1*�,8'���7KH�/1*�,8'�LV�ERWK�
KLJKO\�HIIHFWLYH�DV�D�FRQWUDFHSWLYH�PHWKRG�DQG�DVVRFLDWHG�ZLWK�UHGXFHG�
PHQVWUXDO�EORRG�ORVV��,W�LV�DQ�LQFUHDVLQJO\�SRSXODU�WUHDWPHQW�IRU�PHQRUUKDJLD��
G\VPHQRUUKHD��XWHULQH�ILEURLGV��HQGRPHWULRVLV��DQG�DGHQRP\RVLV��DQG�DOVR�
SURYLGHV�HQGRPHWULDO�SURWHFWLRQ�LQ�ZRPHQ�ZLWK�RU�DW�ULVN�IRU�HQGRPHWULDO�
K\SHUSODVLD��)HZHU�GDWD�DUH�DYDLODEOH�UHJDUGLQJ�WKH�XVH�RI�WKH�/1*�,8'�LQ�
ZRPHQ�ZLWK�+,9�LQIHFWLRQ��KRZHYHU��D�UHFHQW�VWXG\�FRPSDULQJ����ZRPHQ�XVLQJ�
WKH�/1*�,8'�ZLWK����DJH��DQG�&'���FHOO�FRXQW²PDWFKHG�FRQWUROV�IROORZHG�
IRU���\HDUV�IRXQG�QR�XQSODQQHG�SUHJQDQFLHV�RU�SHOYLF�LQIHFWLRQV�DPRQJ�WKH�
,8'�XVHUV�DQG�QR�GLIIHUHQFH�LQ�&'���FHOO�FRXQWV�RYHU�WKH�IROORZ�XS�SHULRG�
FRPSDUHG�ZLWK�FRQWUROV��/1*�,8'�XVH�ZDV�DVVRFLDWHG�ZLWK�DQ�LQFUHDVH�LQ�
KHPRJORELQ�OHYHOV��ZKLFK�UHPDLQHG�KLJKHU�RYHU�WLPH�WKDQ�WKRVH�RI�FRQWUROV��$P�
-�2EVWHW�*\QHFRO�����������������H����,Q�DQRWKHU�VWXG\��JHQLWDO�VKHGGLQJ�RI�
+,9�51$�ZDV�QRW�DIIHFWHG�E\�/1*�,8'�XVH�DQG�HVWUDGLRO�OHYHOV�UHPDLQHG�LQ�
WKH�IROOLFXODU�UDQJH�LQ�DOO�ZRPHQ��+XP�5HSURG��������������������$OWKRXJK�
QR�GDWD�DGGUHVV�WKH�LVVXH�RI�GUXJ�LQWHUDFWLRQV�ZLWK�$59�DJHQWV�LQ�WKH�VHWWLQJ�
RI�/1*�,8'�XVH��LQWHUDFWLRQV�ZRXOG�EH�H[SHFWHG�WR�EH�PLQLPDO��JLYHQ�WKH�ORZ�
OHYHOV�RI�V\VWHPLF�DEVRUSWLRQ�RI�/1*�

(PHUJHQF\�&RQWUDFHSWLRQ

(PHUJHQF\�FRQWUDFHSWLRQ��(&��LV�WKH�XVH�RI�D�GUXJ�RU�GHYLFH�WR�SUHYHQW�
SUHJQDQF\�DIWHU�XQSURWHFWHG�LQWHUFRXUVH�RU�FRQWUDFHSWLYH�IDLOXUH��H�J���FRQGRP�
EUHDNDJH���(&�ZRUNV�E\�LQKLELWLQJ�RU�GHOD\LQJ�RYXODWLRQ��,W�DOVR�PD\�LQWHUIHUH�
ZLWK�VSHUP�WUDQVSRUW��LPSDLU�FRUSXV�OXWHXP�IXQFWLRQ��RU�LQKLELW�LPSODQWDWLRQ��
6LQFH�(&�GRHV�QRW�DFW�DIWHU�LPSODQWDWLRQ�DQG�HVWDEOLVKPHQW�RI�SUHJQDQF\��LW�
LV�QRW�FRQVLGHUHG�DQ�DERUWLRQ�PHWKRG��1(-0���������������������:KLOH�
(&�VKRXOG�EH�LQLWLDWHG�DV�VRRQ�DV�SRVVLEOH�DIWHU�XQSURWHFWHG�LQWHUFRXUVH�
WR�PD[LPL]H�HIILFDF\��LW�VKRXOG�EH�PDGH�DYDLODEOH�IRU�XS�WR���GD\V�DIWHU�
XQSURWHFWHG�LQWHUFRXUVH�WR�SDWLHQWV�ZKR�UHTXHVW�LW��1R�FOLQLFLDQ�H[DPLQDWLRQ�RU�
SUHJQDQF\�WHVWLQJ�LV�QHFHVVDU\�EHIRUH�SURYLVLRQ�RI�(&��$&2*�3UDFWLFH�%XOOHWLQ�
1R�������2EVWHW�*\QHFRO��������������������1R�GDWD�VSHFLILFDOO\�RQ�(&�LQ�
WKH�FRQWH[W�RI�+,9�RU�$59�WUHDWPHQW�DUH�DYDLODEOH��EXW�(&�GRHV�QRW�SURWHFW�
DJDLQVW�67,�DFTXLVLWLRQ�RU�+,9�WUDQVPLVVLRQ�

7KHUH�DUH�FXUUHQWO\�IRXU�(&�RSWLRQV�

��3URJHVWLQ�RQO\��/HYRQRUJHVWUHO��PDUNHWHG�IRU�(&�DV�3ODQ�%��3ODQ�%�
2QH�6WHS���7KH�OHYRQRUJHVWUHO�RQO\�UHJLPHQV�DUH�PRUH�HIIHFWLYH��
ZLWK�SUHYHQWLRQ�RI�XS�WR�����YV�����RI�H[SHFWHG�SUHJQDQFLHV�
ZKHQ�FRPSDUHG�ZLWK�FRPELQHG�HVWURJHQ�SURJHVWLQ�UHJLPHQV��/DQFHW�
���������������7KH\�DOVR�DUH�DVVRFLDWHG�ZLWK�VLJQLILFDQWO\�OHVV�QDXVHD�
DQG�YRPLWLQJ�WKDQ�WKH�FRPELQHG�HVWURJHQ�SURJHVWLQ�UHJLPHQV��,Q�WKH�
8QLWHG�6WDWHV��ERWK�SURJHVWLQ�RQO\�UHJLPHQV�DUH�DYDLODEOH�RYHU�WKH�
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FRXQWHU��27&��WR�ZRPHQ�DJHG�����\HDUV��$YDLODEOH�SKDUPDFRNLQHWLF�
GDWD�LQGLFDWH�WKDW��FRPSDUHG�ZLWK�FRPELQHG�HVWURJHQ�SURJHVWLQ�UHJLPHQV��
SURJHVWLQ�RQO\�UHJLPHQV�VKRXOG�FDXVH�IHZHU�GUXJ�LQWHUDFWLRQV�ZLWK�$59V�
�� 7ZR�GRVH�UHJLPHQ��OHYRQRUJHVWUHO������PJ�SR��WR�EH�UHSHDWHG�
��²���KRXUV�DIWHU�WKH�ILUVW�GRVH

�� 2QH�GRVH�UHJLPHQ������PJ�OHYRQRUJHVWUHO

��&RPELQHG�HVWURJHQ²SURJHVWLQ�UHJLPHQV��1LQHWHHQ�FRPELQHG�HVWURJHQ�
SURJHVWLQ�RUDO�FRQWUDFHSWLYHV�KDYH�EHHQ�GHFODUHG�VDIH�DQG�HIIHFWLYH�
IRU�XVH�DV�(&�E\�WKH�)'$��7KH�(PHUJHQF\�&RQWUDFHSWLRQ�:HEVLWH��
KWWS���HF�SULQFHWRQ�HGX�TXHVWLRQV�GRVH�KWPO��$FFHVVHG����������$OO�
RI�WKH�FRPELQHG�KRUPRQDO�UHJLPHQV�UHTXLUH�WZR�GRVHV�WDNHQ����KRXUV�
DSDUW��(DFK�GRVH�FRQWDLQV�WZR�WR�VL[�DFWLYH�KRUPRQDO��QRW�SODFHER��
SLOOV��GHSHQGLQJ�RQ�WKH�SLOO�IRUPXODWLRQ��DQG�LQFOXGHV�HWKLQ\O�HVWUDGLRO�
�WRWDO�RI����²����PFJ��DQG�OHYRQRUJHVWUHO��WRWDO�RI�����²�����PJ���$V�
QRWHG�DERYH��WKHVH�UHJLPHQV�DUH�OHVV�HIIHFWLYH�DQG�PRUH�OLNHO\�WR�FDXVH�
QDXVHD�DQG�YRPLWLQJ�WKDQ�SURJHVWLQ�RQO\�UHJLPHQV��,I�JLYHQ��SURSK\ODFWLF�
DQWLHPHWLFV�PD\�EH�XVHIXO��7KH�(&�GRVH�VKRXOG�EH�UHSHDWHG�LI�YRPLWLQJ�
RFFXUV�ZLWKLQ���KRXUV�RI�LQJHVWLRQ��,I�VHYHUH�YRPLWLQJ�RFFXUV��SLOOV�PD\�
EH�DGPLQLVWHUHG�YDJLQDOO\�ZLWK�HIIHFWLYH�DEVRUSWLRQ��&RQWUDFHSWLRQ�
����������������

��3URJHVWHURQH�DJRQLVW�DQWDJRQLVW��8OLSULVWDO�DFHWDWH����PJ�VLQJOH�GRVH�
�PDUNHWHG�IRU�(&�DV�(OOD���ZDV�DSSURYHG�E\�WKH�)'$�LQ�$XJXVW������
IRU�(&�XS�WR�����KRXUV����GD\V��DIWHU�XQSURWHFWHG�LQWHUFRXUVH��2EVWHW�
*\QHFRO������������3W���������

��&RSSHU�,8'��$OWKRXJK�QRW�FXUUHQWO\�)'$�DSSURYHG�VSHFLILFDOO\�IRU�(&��
WKH�&X�,8'�FDQ�EH�XVHG�IRU�(&�LQ�ZRPHQ�ZKR�PHHW�WKH�VWDQGDUG�FULWHULD�
IRU�,8'�LQVHUWLRQ��,W�LV�PRVW�HIIHFWLYH�LI�LQVHUWHG�ZLWKLQ���GD\V�DIWHU�
XQSURWHFWHG�LQWHUFRXUVH��7KH�SUHJQDQF\�UDWH�ZLWK�WKLV�PHWKRG�LV����WR�
�������+XP�5HSURG����������������7KLV�PHWKRG�KDV�WKH�DGYDQWDJH�RI�
SURYLGLQJ�ORQJ�WHUP�FRQWUDFHSWLRQ�LQ�DGGLWLRQ�WR�(&��7KH�/1*�,8'�LV�QRW�
HIIHFWLYH�DV�(&��-�)DP�3ODQQ�5HSURG�+HDOWK�&DUH�������������

(&�XVH�VKRXOG�QRW�EH�HQFRXUDJHG�DV�D�UHJXODU�FRQWUDFHSWLYH�PHWKRG��
5DQGRPL]HG�FRQWUROOHG�WULDOV�KDYH�QRW�GHPRQVWUDWHG�D�UHGXFWLRQ�LQ�XQLQWHQGHG�
SUHJQDQF\�RU�DERUWLRQ�DVVRFLDWHG�ZLWK�DFFHVV�WR�(&��&RQWUDFHSWLRQ�
�����������������&RQGRP�XVH�VKRXOG�EH�HQFRXUDJHG�LPPHGLDWHO\�DIWHU�(&�
XVH��RWKHU�VKRUW��RU�ORQJ�WHUP�KRUPRQDO�PHWKRGV�PD\�EH�LQLWLDWHG�IROORZLQJ�
WKH�ZRPDQ·V�QH[W�PHQVWUXDO�SHULRG��ZKHQ�LW�LV�FOHDU�WKDW�VKH�LV�QRW�SUHJQDQW��,I�
PHQVHV�DUH�GHOD\HG�E\�D�ZHHN�RU�PRUH�DIWHU�WKH�H[SHFWHG�WLPH�RU�LI�ORZHU�
DEGRPLQDO�SDLQ�RU�SHUVLVWHQW�LUUHJXODU�EOHHGLQJ�GHYHORSV��FOLQLFDO�HYDOXDWLRQ�LV�
LQGLFDWHG�WR�HYDOXDWH�IRU�LQWUDXWHULQH�RU�HFWRSLF�SUHJQDQF\�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����3UHFRQFHSWLRQ�&DUH�DQG�&RQWUDFHSWLRQ

&RQFOXVLRQV

+,9�FOLQLFV�DUH�H[SHULHQFHG�LQ�SURYLGLQJ�V\VWHPV�RI�FDUH�WKDW�DGGUHVV�WKH�
PXOWLSOLFLW\�RI�FRQFHUQV�UHOHYDQW�WR�SHRSOH�ZLWK�+,9�LQIHFWLRQ��,QWHJUDWLRQ�RI�
IDPLO\�SODQQLQJ�VHUYLFHV�ZLWKLQ�SULPDU\�+,9�FDUH�LV�DQ�DGGLWLRQDO�VWUDWHJ\�
WKDW�FDQ�LPSURYH�WKH�OLYHV�RI�ZRPHQ�ZLWK�+,9��(VWDEOLVKLQJ�UHODWLRQVKLSV�ZLWK�
ORFDO�IDPLO\�SODQQLQJ�DJHQFLHV�FDQ�KHOS�WR�LPSURYH�OLQNDJHV�WR�WKRVH�VHUYLFHV�
DQG�LPSURYH�DFFHVV�WR�VDIH�DQG�HIIHFWLYH�FRQWUDFHSWLRQ��,QWHJUDWLRQ�RI�+,9�
VHUYLFHV�LQWR�IDPLO\�SODQQLQJ�FOLQLFV�VKRXOG�EH�FRQVLGHUHG�DV�ZHOO��´(YHU\�
ZRPDQ�>DW@�HYHU\�YLVLWµ�VKRXOG�EH�HQJDJHG�LQ�GLVFXVVLRQV�FRQFHUQLQJ�KHU�
LQWHQWLRQV�UHJDUGLQJ�SUHJQDQF\�DQG�KHU�XVH�RI�FRQWUDFHSWLRQ��,QWHJUDWLRQ�RI�
SUHFRQFHSWLRQ�FRXQVHOLQJ�DQG�FRQWUDFHSWLYH�RSWLRQV�PXVW�EH�DQ�LQWHJUDO�SDUW�
RI�+,9�SULPDU\�FDUH�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

+,9�DQG�3UHJQDQF\

:LWK�LQFUHDVLQJ�QXPEHUV�RI�+,9�LQIHFWHG�ZRPHQ������RI�ZKRP�DUH�RI�
FKLOGEHDULQJ�DJH��DQG�FRQFHUQV�DERXW�SHULQDWDO�WUDQVPLVVLRQ�RI�+,9��SUHJQDQF\�
LQ�WKH�VHWWLQJ�RI�+,9�LQIHFWLRQ�KDV�EHHQ�D�IRFXV�RI�PXFK�LQWHUHVW��UHVHDUFK��
DQG��RIWHQ��GLVFULPLQDWLRQ��7KH�QXPEHU�RI�+,9�LQIHFWHG�ZRPHQ�ZKR�EHFRPH�
SUHJQDQW�PD\�JURZ�ZLWK�WKHUDSHXWLF�DGYDQFHV�LQ�FDUH�DQG�WKH�SUHYHQWLRQ�RI�
YHUWLFDO�WUDQVPLVVLRQ�DQG�EHFDXVH�QHZ�GLDJQRVHV�RI�+,9�DUH�VWLOO�RIWHQ�PDGH�
LQ�SUHJQDQF\��7KLV�FKDSWHU�UHYLHZV�LVVXHV�UHODWHG�WR�SUHJQDQF\�DQG�GLVFXVVHV�
JXLGHOLQHV�IRU�FDUH�GXULQJ�SUHJQDQF\�WR�RSWLPL]H�WKH�KHDOWK�RI�ERWK�WKH�PRWKHU�
DQG�KHU�EDE\�

3UHJQDQF\�7HVWLQJ

,QGLFDWLRQV��)RU�FXUUHQWO\�RU�UHFHQWO\�VH[XDOO\�DFWLYH�ZRPHQ��SUHJQDQF\�WHVWLQJ�
LV�LQGLFDWHG�LQ�WKH�IROORZLQJ�FLUFXPVWDQFHV�

��0LVVHG�PHQVHV��XQOHVV�RQ�HWRQRJHVWUHO��(7*��UHOHDVLQJ�
FRQWUDFHSWLYH�LPSODQW��OHYRQRUJHVWUHO��/1*��LQWUDXWHULQH�GHYLFH�
�,8'���RU�GHSRW�PHGUR[\SURJHVWHURQH�DFHWDWH��'03$�

�� ,UUHJXODU�EOHHGLQJ��XQOHVV�RQ�(7*�UHOHDVLQJ�LPSODQW��
/1*�,8'�RU�'03$�

�� 1HZ�RQVHW�RI�LUUHJXODU�EOHHGLQJ�DIWHU�SURORQJHG�
DPHQRUUKHD�RQ�(7*�UHOHDVLQJ�LPSODQW��/1*�,8'��RU�'03$

��1HZ�RQVHW�RI�SHOYLF�SDLQ

�� (QODUJHG�XWHUXV�RU�DGQH[DO�PDVV�RQ�H[DP

�� %HIRUH�LQVWLWXWLQJ�QHZ�WKHUDSLHV��FRQVLGHU�

3UHJQDQF\�WHVWV�DUH�SHUIRUPHG�RQ�EORRG�RU�XULQH�DQG�PD\�EH�TXDOLWDWLYH�
�SRVLWLYH�QHJDWLYH��RU�TXDQWLWDWLYH��4XDQWLWDWLYH�WHVWV�DUH�XVHIXO�LQ�HDUO\�
SUHJQDQF\�ZKHQ�HFWRSLF�SUHJQDQF\�RU�DEQRUPDO�LQWUDXWHULQH�SUHJQDQF\��H�J���
PLVVHG�DERUWLRQ��LV�VXVSHFWHG��6HYHUDO�TXDOLWDWLYH�XULQH�SUHJQDQF\�WHVWV�DUH�
DYDLODEOH�RYHU�WKH�FRXQWHU��0RVW�SUHJQDQF\�WHVWV�LQ�FXUUHQW�XVH�DUH�SRVLWLYH�
EHIRUH�WKH�ILUVW�PLVVHG�PHQVHV�ZLWK�QRUPDO�LQWUDXWHULQH�SUHJQDQF\��7DEOH�����
OLVWV�W\SHV�RI�DYDLODEOH�SUHJQDQF\�WHVWV�DQG�WKHLU�VHQVLWLYLW\�

CCGW.indb   265 11/7/13   10:10 PM

Chapter 8: HIV and Pregnancy



8�6��'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV��+HDOWK�5HVRXUFHV�DQG�6HUYLFHV�$GPLQLVWUDWLRQ��+,9�$,'6�%XUHDX���

$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

7DEOH����

3UHJQDQF\�7HVWV
7\SH 6RXUFH 6HQVLWLYLW\ &RPPHQWV

5DGLRLPPXQRDVVD\ %ORRG 3RVLWLYH�ZLWKLQ���G�
RI�IHUWLOL]DWLRQ

4XDQWLWDWLYH�RU�TXDOLWDWLYH��
XVHG�WR�IROORZ�ZRPHQ�ZLWK�
SRVVLEOH�HFWRSLF�SUHJQDQF\

(Q]\PH�
LPPXQRDVVD\�

%ORRG��
XULQH

3RVLWLYH�
DSSUR[LPDWHO\�
���G�DIWHU�
IHUWLOL]DWLRQ

$YDLODEOH�IRU�KRPH�XULQH�
WHVWLQJ��SRVLWLYH�UHVXOWV�UHTXLUH�
FRQILUPDWLRQ

$QWLERG\�
DJJOXWLQDWLRQ�
LQKLELWLRQ

8ULQH 3RVLWLYH�
DSSUR[LPDWHO\�
��²���G�DIWHU�
IHUWLOL]DWLRQ

)DOVH�SRVLWLYHV�PD\�RFFXU�
ZLWK�K\SRWK\URLGLVP��UHQDO�
IDLOXUH��LPPXQRORJLF�GLVRUGHUV��
LQFUHDVHG�OXWHLQL]LQJ�KRUPRQH

(IIHFWV�RI�3UHJQDQF\�RQ�+,9�,QIHFWLRQ

&'���FHOO�FRXQW�DQG�+,9�51$�OHYHOV��7KH�&'���FHOO�FRXQW�UHVSRQVH�WR�
SUHJQDQF\�LV�YDULDEOH�LQ�DOO�ZRPHQ��ZKHWKHU�+,9�LQIHFWHG�RU�QRW��2EVWHW�
*\QHFRO���������������0DQ\�VWXGLHV�KDYH�VXJJHVWHG�WKDW�D�GHFOLQH�LQ�
DEVROXWH�&'���FHOO�FRXQW�RFFXUV�LQ�SUHJQDQF\��WKH�FRXQW�UHWXUQV�WR�EDVHOLQH�DW�
WKH�HQG�RI�SUHJQDQF\�RU�GXULQJ�WKH�SRVWSDUWXP�SHULRG��7KH�GHFOLQH�LV�WKRXJKW�
WR�EH�VHFRQGDU\�WR�KHPRGLOXWLRQ�EHFDXVH�WKH�SHUFHQWDJH�RI�&'���FHOOV�
UHPDLQV�UHODWLYHO\�VWDEOH��7KHUHIRUH��SHUFHQWDJH��UDWKHU�WKDQ�DEVROXWH�QXPEHU�
RI�&'���FHOOV��PD\�EH�D�PRUH�DFFXUDWH�PHDVXUH�RI�LPPXQH�IXQFWLRQ�IRU�+,9�
LQIHFWHG�SUHJQDQW�ZRPHQ��$,'6�5HV�+XP�5HWURYLUXVHV���������������$,'6�
��������������$,'6��������������

+,9�51$�OHYHOV��YLUDO�ORDG�>9/@��UHPDLQ�UHODWLYHO\�VWDEOH�WKURXJKRXW�SUHJQDQF\�
LQ�WKH�DEVHQFH�RI�WUHDWPHQW��$P�-�2EVWHW�*\QHFRO����������������5HFHQW�GDWD�
VXJJHVW��KRZHYHU��WKDW�+,9�51$�OHYHOV�LQFUHDVH�GXULQJ�WKH�SRVWSDUWXP�SHULRG�
UHJDUGOHVV�RI�DQWLUHWURYLUDO��$59��WUHDWPHQW��DOWKRXJK�XVH�RI�DQWLUHWURYLUDO�
WKHUDS\�>$57@�DSSHDUV�WR�EOXQW�WKH�HIIHFW���SRVVLEO\�DV�D�UHVXOW�RI�LPPXQH�
DFWLYDWLRQ�DVVRFLDWHG�ZLWK�KRUPRQDO�FKDQJHV�RU�ODERU�LQGXFHG�F\WRNLQHV��&OLQ�
9DFFLQH�,PPXQRO����������������7KH�LPSOLFDWLRQV�RI�LQFUHDVHG�9/�RQ�WKH�ULVN�
RI�WUDQVPLVVLRQ�DQG�RQ�WUHDWPHQW�UHFRPPHQGDWLRQV�LQ�WKH�HDUO\�SRVWSDUWXP�
SHULRG�DUH�XQFOHDU��&OLQ�9DFFLQH�,PPXQRO����������������7KH�LQFUHDVH�LQ�
SRVWSDUWXP�9/�GRHV�QRW�DSSHDU�WR�UHIOHFW�D�ORQJ�ODVWLQJ�HIIHFW�RI�SUHJQDQF\�
RQ�9/��$P�-�2EVWHW�*\QHFRO���������������

&OLQLFDO�&RXUVH�RI�+,9��7R�GDWH��PRVW�VWXGLHV�RI�WKH�HIIHFWV�RI�SUHJQDQF\�
RQ�+,9�GLVHDVH�KDYH�QRW�GHPRQVWUDWHG�VLJQLILFDQW�GLIIHUHQFHV�LQ�+,9�
SURJUHVVLRQ�RU�VXUYLYDO�LQ�+,9�LQIHFWHG�SUHJQDQW�ZRPHQ��$�PHWD�DQDO\VLV�RI���
SURVSHFWLYH�FRKRUW�VWXGLHV�IRXQG�QR�VLJQLILFDQW�GLIIHUHQFHV�EHWZHHQ�FDVHV�DQG�
FRQWUROV�LQ�GHDWK��+,9�GLVHDVH�SURJUHVVLRQ��SURJUHVVLRQ�WR�DQ�$,'6�GHILQLQJ�
LOOQHVV��RU�GHFOLQH�LQ�&'���FHOO�FRXQW�WR������PP���%U�-�2EVWHW�*\QDHFRO�
���������������,Q�D�VXEVHTXHQWO\�UHSRUWHG�SURVSHFWLYH�VWXG\������ZRPHQ�
ZLWK�NQRZQ�GDWHV�RI�VHURFRQYHUVLRQ�ZHUH�IROORZHG�IRU�D�PHGLDQ�RI�����
\HDUV��GXULQJ�ZKLFK�WLPH�����RI�WKH�ZRPHQ�ZHUH�SUHJQDQW��1R�GLIIHUHQFHV�
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&KDSWHU����+,9�DQG�3UHJQDQF\

LQ�SURJUHVVLRQ�ZHUH�IRXQG�EHWZHHQ�WKRVH�ZKR�ZHUH�DQG�ZHUH�QRW�SUHJQDQW�
GXULQJ�IROORZ�XS��$UFK�,QWHUQ�0HG�����������������,Q�DGGLWLRQ��D�ORQJ�WHUP�
REVHUYDWLRQDO�VWXG\�VKRZHG�QR�GLIIHUHQFH�LQ�9/��&'���FHOO�FRXQW��RU�FOLQLFDO�
GLVHDVH�SURJUHVVLRQ�LQ�ZRPHQ�ZLWK�UHSHDW�SUHJQDQFLHV�FRPSDUHG�ZLWK�ZRPHQ�
ZLWK�RQH�SUHJQDQF\��$P�-�2EVWHW�*\QHFRO���������������

(IIHFW�RI�+,9�RQ�3UHJQDQF\�&RXUVH�DQG�2XWFRPH

$GYHUVH�RXWFRPHV��$GYHUVH�SUHJQDQF\�RXWFRPHV�PD\�RFFXU�VHFRQGDU\�WR�
XQGHUO\LQJ�GLVHDVH�SURFHVVHV�RU�WKHLU�WUHDWPHQW�RU�IRU�UHDVRQV�WKDW�FDQQRW�EH�
GHWHUPLQHG��,Q�WKH�8QLWHG�6WDWHV��DSSUR[LPDWHO\�����RI�SUHJQDQFLHV�HQG�
SUHPDWXUHO\�DQG�SUHWHUP�ELUWK�LV�WKH�OHDGLQJ�FDXVH�RI�SHULQDWDO�PRUELGLW\�DQG�
PRUWDOLW\��1R�HYLGHQFH�VXSSRUWV�D�VLJQLILFDQW�GLUHFW�HIIHFW�RI�+,9�RQ�SUHJQDQF\�
RXWFRPH��KRZHYHU��WKH�HIIHFWV�RI�DGYDQFHG�GLVHDVH��LQFOXGLQJ�DQHPLD��
PDOQXWULWLRQ��DQG�RWKHU�+,9�UHODWHG�LQIHFWLRQV��PD\�LQFUHDVH�WKH�ULVN�RI�VRPH�
DGYHUVH�RXWFRPHV��%U�-�2EVWHW�*\QDHFRO���������������$,'6���������������
-�$FTXLU�,PPXQH�'HILF�6\QGU��������������$P�-�&OLQ�1XWU���������������
%-2*����������������-�$FTXLU�,PPXQH�'HILF�6\QGU�+XP�5HWURYLURO�
�������������-�&ROO�3K\VLFLDQV�6XUJ�3DN��������������%-2*���������������
$P�-�2EVWHW�*\QHFRO���������������/DQFHW��������������(XU�-�2EVWHW�
*\QHFRO�5HSURG�%LRO���������������0RUHRYHU��+,9�LQIHFWHG�ZRPHQ�PD\�EH�
DW�ULVN�RI�DGYHUVH�SUHJQDQF\�RXWFRPHV�DV�D�UHVXOW�RI�DQ�LQFUHDVHG�OLNHOLKRRG�
RI�RWKHU�ULVNV��VXFK�DV�XVH�RI�WREDFFR��DOFRKRO��DQG�LOOLFLW�GUXJV��SUHVHQFH�RI�
VH[XDOO\�WUDQVPLWWHG�LQIHFWLRQV��67,V���DQG�SRRU�SHULQDWDO�FDUH��,I�WKHVH�RWKHU�
ULVN�IDFWRUV�DUH�FRQWUROOHG�IRU��KRZHYHU��+,9�LQIHFWLRQ�KDV�QR�LQGHSHQGHQW�HIIHFW�
RQ�DGYHUVH�RXWFRPHV��$,'6���������������

$�VWXG\�RI�����+,9�LQIHFWHG�SUHJQDQW�ZRPHQ�HQUROOHG�LQ�D�SHULQDWDO�FOLQLFDO�
WULDO�IRXQG�WKDW�ULVN�IDFWRUV�IRU�DGYHUVH�SUHJQDQF\�RXWFRPHV��SUHWHUP�ELUWK��
ORZ�ELUWKZHLJKW��DQG�LQWUDXWHULQH�JURZWK�UHWDUGDWLRQ��LQ�$59�WUHDWHG�ZRPHQ�
ZHUH�VLPLODU�WR�WKRVH�UHSRUWHG�IRU�XQLQIHFWHG�ZRPHQ��$,'6����������������
$OWKRXJK�FRQFHUQV�KDYH�EHHQ�UDLVHG�WKDW�$59�XVH�PD\�LQFUHDVH�VRPH�
DGYHUVH�RXWFRPHV�LQ�SUHJQDQF\��VHH�$GYHUVH�3UHJQDQF\�2XWFRPHV��S��������
WKH�EHQHILWV�RI�WKLV�WKHUDS\�LQ�UHGXFLQJ�WKH�ULVN�RI�SHULQDWDO�WUDQVPLVVLRQ�
IDU�RXWZHLJK�WKH�ULVNV��5HVXOWV�RI�D�VWXG\�FRPSDULQJ�KRVSLWDOL]DWLRQ�DPRQJ�
+,9�LQIHFWHG�SUHJQDQW�ZRPHQ�LQ�WKH�8QLWHG�6WDWHV�SULRU�WR�DQG�GXULQJ�WKH�
HUD�RI�+$$57�LQGLFDWH�WKDW�UDWHV�RI�FRQGLWLRQV�UHVSRQVLEOH�IRU�LQFUHDVHG�
KRVSLWDOL]DWLRQ�DPRQJ�+,9�LQIHFWHG�ZRPHQ�GHFUHDVHG�RU�UHPDLQHG�VWDEOH�DIWHU�
WKH�LQWURGXFWLRQ�RI�$57��-�$FTXLU�,PPXQH�'HILF�6\QGU���������������7KRVH�
FRQGLWLRQV�LQFOXGHG�PDMRU�SXHUSHUDO�VHSVLV��JHQLWRXULQDU\�LQIHFWLRQV��LQIOXHQ]D��
EDFWHULDO�LQIHFWLRQV��SUHWHUP�ODERU�GHOLYHU\��DQG�OLYHU�GLVRUGHUV��7DEOH�����
VXPPDUL]HV�WKH�UHODWLRQVKLS�EHWZHHQ�FRPPRQ�SUHJQDQF\�UHODWHG�FRPSOLFDWLRQV�
DQG�XQWUHDWHG�+,9�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

7DEOH����

5HODWLRQVKLS�RI�$GYHUVH�3UHJQDQF\�2XWFRPHV�WR�8QWUHDWHG�+,9�
,QIHFWLRQ
$GYHUVH�2XWFRPH 5HODWLRQVKLS�WR�8QWUHDWHG�+,9�,QIHFWLRQ�

��3HULQDWDO�LQIDQW�PRUWDOLW\
��6WLOOELUWK

(YLGHQFH�RI�LQFUHDVHG�ULVN�LQ�GHYHORSLQJ�FRXQWULHV

��&KRULRDPQLRQLWLV 0RVW�VWXGLHV�GR�QRW�VXJJHVW�DQ�LQFUHDVHG�ULVN�LQ�
FOLQLFDO�RU�KLVWRORJLF�FKRULRDPQLRQLWLV��KRZHYHU��
HYLGHQFH�RI�SRVVLEOH�LQFUHDVHG�ULVN�LQ�GHYHORSLQJ�
FRXQWULHV

��*URXS�%�VWUHS�LQIHFWLRQ
��,QWUDXWHULQH�JURZWK�
UHVWULFWLRQ
��6SRQWDQHRXV�DERUWLRQ

(YLGHQFH�RI�SRVVLEOH�LQFUHDVHG�ULVN

��/RZ�ELUWKZHLJKW��������J�
��3UHWHUP�GHOLYHU\

(YLGHQFH�RI�SRVVLEOH�LQFUHDVHG�ULVN��HVSHFLDOO\�
ZLWK�PRUH�DGYDQFHG�GLVHDVH

��)HWDO�PDOIRUPDWLRQ
��*HVWDWLRQDO�GLDEHWHV
��3ODFHQWDO�DEUXSWLRQ
��3ODFHQWD�SUHYLD
��3UHHFODPSVLD
��2OLJRK\GUDPQLRV

1R�HYLGHQFH�RI�LQFUHDVHG�ULVN

(IIHFW�RI�+,9�DQG�3UHJQDQF\�RQ�2WKHU�,QIHFWLRQV

%RWK�+,9�LQIHFWLRQ�DQG�SUHJQDQF\�PD\�DIIHFW�WKH�QDWXUDO�KLVWRU\��SUHVHQWDWLRQ��
WUHDWPHQW��RU�VLJQLILFDQFH�RI�D�QXPEHU�RI�LQIHFWLRQV��WKHUHE\�FDXVLQJ�
FRPSOLFDWLRQV�LQ�SUHJQDQF\�RU�SHULQDWDO�LQIHFWLRQ�

9XOYRYDJLQDO�&DQGLGLDVLV

3UHJQDQF\�LV�DVVRFLDWHG�ZLWK�ERWK�LQFUHDVHG�UDWHV�RI�FRORQL]DWLRQ�DQG�
LQFUHDVHG�V\PSWRPDWLF�LQIHFWLRQV�ZLWK�VSHFLHV�RI�&DQGLGD��+,9�LQIHFWLRQ�LV�DOVR�
DVVRFLDWHG�ZLWK�LQFUHDVHG�UDWHV�RI�FRORQL]DWLRQ�DQG�PD\�EH�DVVRFLDWHG�ZLWK�
LQFUHDVHG�LQIHFWLRQ�UDWHV��HVSHFLDOO\�ZLWK�GHFOLQLQJ�LPPXQH�IXQFWLRQ��-�,QIHFW�'LV�
��������������&OLQ�,QIHFW�'LV��������������2EVWHW�*\QHFRO��������������
&OLQ�,QIHFW�'LV����������������7KHUHIRUH��+,9�LQIHFWHG�SUHJQDQW�ZRPHQ�PD\�
EH�SDUWLFXODUO\�VXVFHSWLEOH�WR�\HDVW�LQIHFWLRQV�

7UHDWPHQW��2QO\�WRSLFDO�D]ROH�DJHQWV�VKRXOG�EH�XVHG�GXULQJ�SUHJQDQF\��DQG�
WKH\�VKRXOG�EH�JLYHQ�IRU�DW�OHDVW���GD\V��3URSK\ODFWLF�WRSLFDO�WKHUDS\�VKRXOG�
EH�FRQVLGHUHG�GXULQJ�FRXUVHV�RI�V\VWHPLF�DQWLELRWLFV�
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%DFWHULDO�9DJLQRVLV

%DFWHULDO�YDJLQRVLV��%9��KDV�EHHQ�DVVRFLDWHG�ZLWK�VHYHUDO�DGYHUVH�SUHJQDQF\�
RXWFRPHV��LQFOXGLQJ�SUHWHUP�ODERU�DQG�ELUWK��SUHPDWXUH�UXSWXUH�RI�PHPEUDQHV��
ORZ�ELUWKZHLJKW�LQIDQWV��FKRULRDPQLRQLWLV�DQG�DPQLRWLF�IOXLG�LQIHFWLRQ��
SRVWSDUWXP�DQG�SRVWDERUWDO�HQGRPHWULWLV��DQG�SHULQDWDO�+,9�WUDQVPLVVLRQ��+,9�
LQIHFWLRQ�KDV�EHHQ�DVVRFLDWHG�ZLWK�LQFUHDVHG�SUHYDOHQFH�DQG�SHUVLVWHQFH�RI�%9��
WKH�SUHYDOHQFH��SHUVLVWHQFH��DQG�VHYHULW\�RI�ZKLFK�LQFUHDVH�DV�&'���FHOO�FRXQWV�
GHFOLQH��2EVWHW�*\QHFRO��������������

6FUHHQLQJ��%HFDXVH�%9�LV�PRUH�FRPPRQ�LQ�WKH�VHWWLQJ�RI�+,9��DQG�EHFDXVH�
ERWK�%9�DQG�+,9�KDYH�EHHQ�OLQNHG�WR�DQ�LQFUHDVHG�ULVN�RI�SUHWHUP�ELUWK��
SUHJQDQW�ZRPHQ�ZLWK�+,9�VKRXOG�EH�DVNHG�UHJXODUO\�DERXW�VLJQV�RU�V\PSWRPV�
RI�YDJLQDO�LQIHFWLRQ��,I�VXFK�VLJQV�RU�V\PSWRPV�DUH�SUHVHQW��HYDOXDWLRQ�IRU�
SRVVLEOH�%9�VKRXOG�IROORZ��,QIHFWLRQ�VKRXOG�EH�WUHDWHG�LI�LGHQWLILHG��&XUUHQWO\��
GDWD�DUH�LQVXIILFLHQW�WR�VXJJHVW�WKDW�URXWLQH�VFUHHQLQJ�IRU�DQG�WUHDWPHQW�
RI�%9�GXULQJ�SUHJQDQF\�UHGXFHV�WKH�UDWH�RI�SUHWHUP�ELUWK�LQ�WKH�JHQHUDO�
SRSXODWLRQ��$P�-�3UHY�0HG���������VXSSO��������QR�GDWD�DUH�DYDLODEOH�LQ�
WKH�VHWWLQJ�RI�+,9�LQIHFWLRQ��0XOWLSOH�VWXGLHV�DQG�PHWD�DQDO\VHV�KDYH�IRXQG�QR�
UHODWLRQVKLS�EHWZHHQ�ELUWK�GHIHFWV�DQG�PHWURQLGD]ROH�H[SRVXUH�GXULQJ�WKH�ILUVW�
WULPHVWHU�RI�SUHJQDQF\��$P�-�2EVWHW�*\QHFRO���������������2EVWHW�*\QHFRO�
�������������%U�-�&OLQ�3KDUPDFRO��������������

7UHDWPHQW��,I�%9�LV�GLDJQRVHG�GXULQJ�SUHJQDQF\��SUHIHUUHG�WKHUDSLHV�DUH�RUDO�
PHWURQLGD]ROH�����PJ�WZLFH�GDLO\�RU�����PJ���WLPHV�GDLO\�IRU���GD\V��RU�RUDO�
FOLQGDP\FLQ�����PJ�WZLFH�GDLO\�IRU���GD\V�

*HQLWDO�+HUSHV�6LPSOH[

3ULPDU\�KHUSHV�VLPSOH[�YLUXV��+69��LQIHFWLRQ�GXULQJ�HDUO\�SUHJQDQF\�KDV�EHHQ�
DVVRFLDWHG�ZLWK�SUHPDWXULW\��QHRQDWDO�FKRULRUHWLQLWLV��PLFURFHSKDO\��DQG��LQ�UDUH�
FDVHV��VNLQ�OHVLRQV��-�3HGLDWU���������������$OWKRXJK�FRQJHQLWDO�RU�LQWUDXWHULQH�
LQIHFWLRQ�LV�XQFRPPRQ��PDWHUQDO�+69�VKHGGLQJ�DW�GHOLYHU\�LV�DVVRFLDWHG�ZLWK�
QHRQDWDO�+69�LQIHFWLRQ��ZKLFK�LV�DOPRVW�DOZD\V�V\PSWRPDWLF��LQFOXGLQJ�VNLQ��
H\H��DQG�FHQWUDO�QHUYRXV�V\VWHP�>&16@�LQYROYHPHQW�RU�GLVVHPLQDWHG�LQIHFWLRQ�
LQYROYLQJ�PXOWLSOH�RUJDQ�V\VWHPV���$OWKRXJK�WKH�PRUWDOLW\�DVVRFLDWHG�ZLWK�
QHRQDWDO�KHUSHV�KDV�GHFOLQHG�VLJQLILFDQWO\�RYHU�WKH�SDVW���GHFDGHV��LW�UHPDLQV�
DW�����IRU�GLVVHPLQDWHG�GLVHDVH�DQG����IRU�&16�GLVHDVH��$SSUR[LPDWHO\�
����RI�VXUYLYRUV�RI�QHRQDWDO�KHUSHV�KDYH�ORQJ�WHUP�QHXURORJLF�VHTXHODH�
�$QWLYLUDO�5HV�������������

7KH�ULVN�RI�QHRQDWDO�KHUSHV�LV�JUHDWHVW�ZLWK�SULPDU\�+69��HVSHFLDOO\�ZKHQ�
DFTXLUHG�FORVH�WR�GHOLYHU\�����²������ZKHUHDV�RQO\����RI�QHRQDWHV�EHFRPH�
LQIHFWHG�ZLWK�UHFXUUHQW�PDWHUQDO�GLVHDVH�DW�GHOLYHU\�ZKHQ�WKH�PRWKHU�KDV�
UHFXUUHQW�+69��%HFDXVH�UHFXUUHQW�+69�LV�PRUH�FRPPRQ�WKDQ�SULPDU\�GLVHDVH��
KRZHYHU��PRVW�QHRQDWDO�LQIHFWLRQV�DUH�DVVRFLDWHG�ZLWK�UHFXUUHQW�+69��7ZR�
WKLUGV�RU�PRUH�RI�PRWKHUV�ZLWK�+69�LQIHFWHG�LQIDQWV�DUH�DV\PSWRPDWLF�GXULQJ�
SUHJQDQF\��LQ�RQO\�RQH�WKLUG�RI�FDVHV�GRHV�HLWKHU�WKH�PRWKHU�RU�KHU�VH[XDO�
SDUWQHU�KDYH�D�KLVWRU\�RI�+69�LQIHFWLRQ��%HFDXVH�PRVW�QHRQDWDO�LQIHFWLRQ�
RFFXUV�GXULQJ�YDJLQDO�GHOLYHU\��LI�JHQLWDO�OHVLRQV�RU�SURGURPDO�V\PSWRPV�DUH�
SUHVHQW�DW�WKH�WLPH�RI�ODERU�RU�PHPEUDQH�UXSWXUH��FHVDUHDQ�VHFWLRQ��&6��
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VKRXOG�EH�SHUIRUPHG��&6�LV�QRW�LQGLFDWHG�IRU�UHFXUUHQW�+69�GLVWDQW�IURP�
WKH�JHQLWDO�WUDFW��VXFK�DV�RQ�WKH�WKLJKV�RU�EXWWRFNV��$&2*�3UDFWLFH�%XOOHWLQ�
1R������2EVWHW�*\QHFRO����������������UHDIILUPHG��������+,9�LQIHFWLRQ��
SDUWLFXODUO\�ZLWK�HYROYLQJ�LPPXQH�FRPSURPLVH�DQG�KLJKHU�SODVPD�+,9�9/��&OLQ�
,QIHFW�'LV���������������LV�DVVRFLDWHG�ZLWK�LQFUHDVHG�+69�VKHGGLQJ�DQG�PRUH�
IUHTXHQW��VHYHUH��DQG�SURORQJHG�HSLVRGHV�RI�JHQLWDO�RU�SHULDQDO�KHUSHV��$QQ�
,QWHUQ�0HG����������������$SSUR[LPDWHO\�����RI�+,9�LQIHFWHG�LQGLYLGXDOV�
DUH�FR�LQIHFWHG�ZLWK�+69����-$0$����������������FR�LQIHFWLRQ�ZLWK�+69���
LV�FRPPRQ�DPRQJ�SUHJQDQW�+,9�LQIHFWHG�ZRPHQ��DQG�UHDFWLYDWLRQ�RI�+69�
LQ�ODERU�RFFXUV�PRUH�IUHTXHQWO\�LQ�WKH�VHWWLQJ�RI�+,9�LQIHFWLRQ��$P�-�2EVWHW�
*\QHFRO���������������

6FUHHQLQJ��3UHYHQWLRQ�RI�QHRQDWDO�KHUSHV�VKRXOG�DOVR�HPSKDVL]H�SUHYHQWLRQ�
RI�KHUSHV�DFTXLVLWLRQ�LQ�VXVFHSWLEOH�SUHJQDQW�ZRPHQ��,I�D�SUHJQDQW�ZRPDQ·V�
VH[XDO�SDUWQHU�KDV�D�KLVWRU\�RI�RUDO�RU�JHQLWDO�+69�LQIHFWLRQ�RU�VHURORJLF�
HYLGHQFH�RI�+69�LQIHFWLRQ��RU�LI�WKH�SDUWQHU·V�LQIHFWLRQ�VWDWXV�LV�XQNQRZQ��
WKH�ZRPDQ�VKRXOG�EH�FRXQVHOHG�WR�DYRLG�XQSURWHFWHG�JHQLWDO�DQG�RUDO�
VH[XDO�FRQWDFW�GXULQJ�SUHJQDQF\��7\SH�VSHFLILF�+69�VHURORJ\�PD\�EH�XVHIXO�
WR�LGHQWLI\�WKH�SUHJQDQW�ZRPDQ�DW�ULVN�IRU�+69�DQG�WR�JXLGH�FRXQVHOLQJ��
HVSHFLDOO\�LI�KHU�VH[XDO�SDUWQHU�KDV�+69�LQIHFWLRQ��$W�WKH�RQVHW�RI�ODERU��
DOO�ZRPHQ�VKRXOG�EH�TXHVWLRQHG�FDUHIXOO\�DERXW�+69�V\PSWRPV��LQFOXGLQJ�
SURGURPDO�V\PSWRPV��DQG�DOO�ZRPHQ�VKRXOG�EH�H[DPLQHG�FDUHIXOO\�IRU�KHUSHWLF�
OHVLRQV��VR�WKDW�MXGLFLRXV�GHFLVLRQV�FDQ�EH�PDGH�DERXW�WKH�XVH�RI�&6�

7UHDWPHQW��7UHDWPHQW�RI�V\PSWRPDWLF�+69�LQIHFWLRQV�DQG�VXSSUHVVLYH�WKHUDS\�
IRU�IUHTXHQW�UHFXUUHQFHV�VKRXOG�EH�RIIHUHG�WR�+,9�LQIHFWHG�ZRPHQ�GXULQJ�
SUHJQDQF\��*XLGHOLQHV�IRU�3UHYHQWLRQ�DQG�7UHDWPHQW�RI�2SSRUWXQLVWLF�,QIHFWLRQV�
LQ�+,9�LQIHFWHG�$GXOWV�DQG�$GROHVFHQWV�������>LQ�SUHVV@���KWWS���ZZZ�DLGVLQIR�QLK�
JRY��9LVFHUDO�+69�GLVHDVH�LV�PRUH�OLNHO\�WR�RFFXU�GXULQJ�SUHJQDQF\�DQG�FDQ�EH�
IDWDO�LQ�UDUH�FDVHV��(LWKHU�DF\FORYLU�RU�YDODF\FORYLU�FDQ�EH�XVHG�IRU�WUHDWPHQW�
RU�VXSSUHVVLRQ��*XLGHOLQHV�IRU�3UHYHQWLRQ�DQG�7UHDWPHQW�RI�2SSRUWXQLVWLF�
,QIHFWLRQV�LQ�+,9�LQIHFWHG�$GXOWV�DQG�$GROHVFHQWV�������>LQ�SUHVV@��KWWS���ZZZ�
DLGVLQIR�QLK�JRY���-$0$����������������'XULQJ�SUHJQDQF\��GRFXPHQWHG�+69�
LQIHFWLRQV�WKDW�GR�QRW�UHVSRQG�WR�WKHVH�DJHQWV�VKRXOG�EH�PDQDJHG�ZLWK�H[SHUW�
FRQVXOWDWLRQ�

)RU�SUHJQDQW�ZRPHQ�ZLWK�UHFXUUHQFHV�RI�JHQLWDO�KHUSHV��VXSSUHVVLYH�WKHUDS\�
ZLWK�HLWKHU�DF\FORYLU�RU�YDODF\FORYLU�LV�UHFRPPHQGHG�VWDUWLQJ�DW����ZHHNV·�
JHVWDWLRQ�WR�UHGXFH�WKH�QHHG�IRU�&6�GHOLYHU\��$&2*�3UDFWLFH�%XOOHWLQ�1R������
2EVWHW�*\QHFRO����������������UHDIILUPHG��������1R�NQRZQ�EHQHILW�RI�
VXSSUHVVLYH�WKHUDS\�H[LVWV�IRU�ZRPHQ�ZKR�DUH�RQO\�VHURSRVLWLYH�IRU�+69���
ZLWKRXW�D�KLVWRU\�RI�JHQLWDO�OHVLRQV��0DWHUQDO�JHQLWDO�KHUSHV�ZDV�D�ULVN�
IDFWRU�IRU�SHULQDWDO�+,9�WUDQVPLVVLRQ�LQ�WKH�SUH�+$$57�HUD��2EVWHW�*\QHFRO�
����������������LW�LV�QRW�NQRZQ�ZKHWKHU�+69�VXSSUHVVLRQ�UHGXFHV�WKH�ULVN�RI�
PRWKHU�WR�FKLOG�WUDQVPLVVLRQ��07&7��DPRQJ�ZRPHQ�RQ�+$$57�

+XPDQ�3DSLOORPDYLUXV

&RUUHODWHG�ZLWK�OHYHO�RI�LPPXQRVXSSUHVVLRQ��ERWK�KXPDQ�SDSLOORPDYLUXV�
�+39��LQIHFWLRQ�LQ�JHQHUDO�DQG�JHQLWDO�ZDUWV�LQ�SDUWLFXODU�DUH�PRUH�FRPPRQ�
LQ�+,9�LQIHFWHG�LQGLYLGXDOV��*HQLWDO�ZDUWV�PD\�EH�VHHQ�PRUH�IUHTXHQWO\�LQ�
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SUHJQDQF\��ZKHQ�WKH\�RIWHQ�HQODUJH�DQG�EHFRPH�IULDEOH��LQ�VRPH�FDVHV��
WKH\�FDXVH�PHFKDQLFDO�REVWUXFWLRQ�RI�WKH�YDJLQDO�FDQDO�GXULQJ�ODERU��,Q�UDUH�
FDVHV�SHULQDWDO�H[SRVXUH�FDQ�UHVXOW�LQ�ODU\QJHDO�SDSLOORPDWRVLV�LQ�LQIDQWV�DQG�
FKLOGUHQ��$P�-�2EVWHW�*\QHFRO���������������

6FUHHQLQJ��3UHJQDQW�ZRPHQ�ZLWK�DEQRUPDO�3DS�VPHDUV�VKRXOG�XQGHUJR�
FROSRVFRS\�DQG�FHUYLFDO�ELRSV\�LI�OHVLRQV�VXVSLFLRXV�IRU�KLJK�JUDGH�+39�
GLVHDVH�RU�FHUYLFDO�FDQFHU�DUH�SUHVHQW��,QFUHDVHG�EOHHGLQJ�PD\�RFFXU�ZLWK�
ELRSV\�GXULQJ�SUHJQDQF\��(QGRFHUYLFDO�FXUHWWDJH�VKRXOG�QRW�EH�SHUIRUPHG�
GXULQJ�SUHJQDQF\��&ROSRVFRS\�FDQ�EH�GHIHUUHG�XQWLO���ZHHNV�SRVWSDUWXP�LI�
3DS�UHVXOWV�LQGLFDWH�DW\SLFDO�VTXDPRXV�FHOOV�RI�XQNQRZQ�VLJQLILFDQFH��$6&86���
7UHDWPHQW�RI�FHUYLFDO�LQWUDHSLWKHOLDO�QHRSODVLD��&,1��LV�QRW�UHFRPPHQGHG�
GXULQJ�SUHJQDQF\�XQOHVV�LQYDVLYH�GLVHDVH�LV�VXVSHFWHG��LQ�ZKLFK�FDVH�
GLDJQRVWLF�H[FLVLRQ�LV�LQGLFDWHG��5HHYDOXDWLRQ�ZLWK�F\WRORJ\�DQG�FROSRVFRS\�LV�
UHFRPPHQGHG���ZHHNV�SRVWSDUWXP��:RPHQ�ZLWK�SUHLQYDVLYH�FHUYLFDO�OHVLRQV�
FDQ�GHOLYHU�YDJLQDOO\��LI�RWKHUZLVH�DSSURSULDWH��:RPHQ�ZLWK�VXVSHFWHG�LQYDVLYH�
FHUYLFDO�FDQFHU�VKRXOG�EH�UHIHUUHG�WR�D�J\QHFRORJLF�RQFRORJLVW�

7UHDWPHQW��3RGRSK\OOLQ�DQG�SRGRILOR[�VKRXOG�QRW�EH�XVHG�LQ�SUHJQDQF\�
EHFDXVH�RI�LQFUHDVHG�ULVN�IRU�IHWDO�GHDWK�LQ�VHYHUDO�DQLPDO�PRGHOV�DQG�FDVH�
UHSRUWV�LQ�KXPDQV��$W�SUHVHQW��HYLGHQFH�LV�LQVXIILFLHQW�WR�UHFRPPHQG�LPLTXLPRG�
XVH�GXULQJ�SUHJQDQF\��*XLGHOLQHV�IRU�3UHYHQWLRQ�DQG�7UHDWPHQW�RI�2SSRUWXQLVWLF�
,QIHFWLRQV�LQ�+,9�LQIHFWHG�$GXOWV�DQG�$GROHVFHQWV�������>LQ�SUHVV@��KWWS���ZZZ�
DLGVLQIR�QLK�JRY���2WKHU�WRSLFDO�WUHDWPHQWV��H�J���ELFKORURDFHWLF�DQG�WULFKORURD�
FHWLF�DFLG��DQG�DEODWLYH�WKHUDSLHV��L�H���ODVHU��FU\RWKHUDS\��DQG�H[FLVLRQ��FDQ�
EH�XVHG�GXULQJ�SUHJQDQF\��DOWKRXJK�WUHDWPHQW�LV�OLNHO\�WR�EH�OHVV�HIIHFWLYH�LQ�
SUHJQDQW�ZRPHQ�WKDQ�LQ�ZRPHQ�ZKR�DUH�QRW�SUHJQDQW�

&6�LV�QRW�FXUUHQWO\�UHFRPPHQGHG�WR�SUHYHQW�QHRQDWDO�H[SRVXUH�WR�+39��
DOWKRXJK��LQ�UDUH�LQVWDQFHV��&6�PD\�EH�LQGLFDWHG�ZKHQ�H[WHQVLYH�+39�OHVLRQV�
REVWUXFW�WKH�YDJLQD�

6\SKLOLV

+,9�PD\�DIIHFW�FOLQLFDO�PDQLIHVWDWLRQV��VHURORJLF�UHVSRQVH��RU�UHVSRQVH�
WR�WUHDWPHQW�IRU�V\SKLOLV��$OWKRXJK�SUHJQDQF\�GRHV�QRW�DOWHU�WKH�FOLQLFDO�
PDQLIHVWDWLRQV�RI�V\SKLOLV��XQWUHDWHG�SULPDU\�RU�VHFRQGDU\�V\SKLOLV�GXULQJ�
SUHJQDQF\�DIIHFWV�HVVHQWLDOO\�DOO�IHWXVHV��ZLWK�D�����UDWH�RI�SUHPDWXULW\��
VWLOOELUWK��RU�QHRQDWDO�GHDWK��6H[XDOO\�7UDQVPLWWHG�'LVHDVHV���UG�HG��1HZ�<RUN��
0F*UDZ�+LOO���������(YHQ�ZLWK�ODWHU�VWDJHV�RI�V\SKLOLV��WKHUH�LV�D�VLJQLILFDQW�
LQFUHDVH�LQ�DGYHUVH�SUHJQDQF\�RXWFRPHV��DOWKRXJK�WKH�IUHTXHQF\�DQG�VHYHULW\�
RI�IHWDO�GLVHDVH�GHFUHDVH�ZLWK�ORQJHU�GXUDWLRQ�RI�XQWUHDWHG�PDWHUQDO�LQIHFWLRQ��
0DQLIHVWDWLRQV�RI�FRQJHQLWDO�V\SKLOLV�LQ�WKH�QHZERUQ�LQFOXGH�PXFRFXWDQHRXV�
OHVLRQV��KHSDWRVSOHQRPHJDO\��RVWHRFKRQGULWLV�SHULRVWLWLV��MDXQGLFH��SHWHFKLDH�
SXUSXUD��DQG�PHQLQJLWLV�

6FUHHQLQJ��&RQJHQLWDO�V\SKLOLV�FDQ�JHQHUDOO\�EH�SUHYHQWHG�E\�LGHQWLILFDWLRQ�
DQG�DSSURSULDWH�WUHDWPHQW�RI�V\SKLOLV�GXULQJ�SUHJQDQF\��$OO�SUHJQDQW�ZRPHQ�
VKRXOG�KDYH�VHURORJLF�WHVWLQJ�IRU�V\SKLOLV�DW�WKH�EHJLQQLQJ�RI�SUHQDWDO�FDUH��
WHVWLQJ�VKRXOG�EH�UHSHDWHG�DW����ZHHNV·�JHVWDWLRQ�DQG�DW�GHOLYHU\��SDUWLFXODUO\�
LQ�ZRPHQ�ZKR�UHPDLQ�DW�ULVN�IRU�LQIHFWLRQ�RU�ZKR�OLYH�LQ�DUHDV�ZLWK�KLJK�V\SKLOLV�
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SUHYDOHQFH��$Q\�ZRPDQ�ZLWK�VWLOOELUWK�DIWHU����ZHHNV·�JHVWDWLRQ�VKRXOG�EH�
WHVWHG�IRU�V\SKLOLV��'HYHORSPHQW�RI�QHXURORJLF�V\PSWRPV�PDQGDWHV�HYDOXDWLRQ�
IRU�SRVVLEOH�QHXURV\SKLOLV��&RQFXUUHQW�V\SKLOLV�LQIHFWLRQ�LQ�WKH�PRWKHU�KDV�
EHHQ�DVVRFLDWHG�ZLWK�LQFUHDVHG�ULVN�IRU�SHULQDWDO�WUDQVPLVVLRQ�RI�+,9��$,'6�
��������������%-2*���������������

7UHDWPHQW��6\SKLOLV�GXULQJ�SUHJQDQF\�VKRXOG�EH�WUHDWHG�ZLWK�WKH�SHQLFLOOLQ�
UHJLPHQ�DSSURSULDWH�IRU�WKH�VWDJH�RI�GLVHDVH��%HFDXVH�RI�FRQFHUQV�DERXW�
WKH�HIIHFWLYHQHVV�RI�VWDQGDUG�WKHUDS\�LQ�SUHJQDQW�ZRPHQ�DQG�LQ�WKH�VHWWLQJ�
RI�+,9�LQIHFWLRQ��KRZHYHU��D�VHFRQG�LQMHFWLRQ���ZHHN�DIWHU�WKH�ILUVW�VKRXOG�EH�
FRQVLGHUHG�LQ�FDVHV�RI�SULPDU\��VHFRQGDU\��RU�HDUO\�ODWHQW�V\SKLOLV��*XLGHOLQHV�IRU�
3UHYHQWLRQ�DQG�7UHDWPHQW�RI�2SSRUWXQLVWLF�,QIHFWLRQV�LQ�+,9�LQIHFWHG�$GXOWV�DQG�
$GROHVFHQWV�������>LQ�SUHVV@��KWWS���ZZZ�DLGVLQIR�QLK�JRY���8OWUDVRXQG�HYLGHQFH�
RI�K\GURSV�IHWDOLV�RU�KHSDWRVSOHQRPHJDO\�VXJJHVWLQJ�IHWDO�V\SKLOLV�LQFUHDVHV�ULVN�
IRU�WUHDWPHQW�IDLOXUH�DQG�VKRXOG�EH�PDQDJHG�ZLWK�H[SHUW�FRQVXOWDWLRQ�

7UHDWPHQW�RI�V\SKLOLV�GXULQJ�WKH�VHFRQG�KDOI�RI�SUHJQDQF\�LV�DVVRFLDWHG�
ZLWK�WKH�-DULVFK�+HU[KHLPHU�UHDFWLRQ�LQ�XS�WR�����RI�FDVHV��ZLWK�UHVXOWLQJ�
SUHPDWXUH�ODERU�DQG�RU�IHWDO�GLVWUHVV��2EVWHW�*\QHFRO���������������)HWDO�
DQG�FRQWUDFWLRQ�PRQLWRULQJ�IRU����KRXUV�VKRXOG�EH�FRQVLGHUHG��HVSHFLDOO\�LQ�
WKH�VHWWLQJ�RI�DEQRUPDO�XOWUDVRXQG�ILQGLQJV��DOWHUQDWLYHO\��SDWLHQWV�VKRXOG�EH�
DGYLVHG�WR�VHHN�LPPHGLDWH�PHGLFDO�DWWHQWLRQ�DIWHU�WUHDWPHQW�LI�FRQWUDFWLRQV�
RU�D�GHFUHDVH�LQ�IHWDO�PRYHPHQWV�RFFXU�DIWHU�V\SKLOLV�WUHDWPHQW��*XLGHOLQHV�IRU�
3UHYHQWLRQ�DQG�7UHDWPHQW�RI�2SSRUWXQLVWLF�,QIHFWLRQV�LQ�+,9�LQIHFWHG�$GXOWV�DQG�
$GROHVFHQWV��������LQ�SUHVV���KWWS���ZZZ�DLGVLQIR�QLK�JRY��

3UHJQDQW�ZRPHQ�ZLWK�D�KLVWRU\�RI�SHQLFLOOLQ�DOOHUJ\�VKRXOG�EH�VNLQ�WHVWHG�DQG��
LI�QHFHVVDU\��GHVHQVLWL]HG�DQG�WUHDWHG�ZLWK�SHQLFLOOLQ�EHFDXVH�WKHUH�DUH�QR�
SURYHQ�HIIHFWLYH�DOWHUQDWLYHV�WR�SHQLFLOOLQ�IRU�WKH�WUHDWPHQW�DQG�SUHYHQWLRQ�RI�
FRQJHQLWDO�V\SKLOLV��00:5�5HFRPP�5HS���������55�������

(YHQ�ZLWK�DSSURSULDWH�WUHDWPHQW�RI�WKH�SUHJQDQW�ZRPDQ�ZLWK�V\SKLOLV��IHWDO�
LQIHFWLRQ�PD\�VWLOO�RFFXU��WKHUHIRUH��QHRQDWHV�VKRXOG�EH�FDUHIXOO\�HYDOXDWHG�IRU�
HYLGHQFH�RI�FRQJHQLWDO�LQIHFWLRQ��&OLQLFDO�DQG�VHURORJLF�IROORZ�XS�VKRXOG�EH�
SHUIRUPHG�LQ�WKH�WKLUG�WULPHVWHU��DW�GHOLYHU\��DQG�DW��������������DQG����PRQWKV�
IROORZLQJ�WUHDWPHQW��7UHDWPHQW�IDLOXUH�VKRXOG�EH�PDQDJHG�ZLWK�FHUHEURVSLQDO�
IOXLG�H[DPLQDWLRQ�DQG�UHWUHDWPHQW��6HURORJLF�WLWHUV�FDQ�EH�FKHFNHG�PRQWKO\�
LQ�ZRPHQ�DW�KLJK�ULVN�IRU�UHLQIHFWLRQ�RU�LQ�JHRJUDSKLF�DUHDV�LQ�ZKLFK�WKH�
SUHYDOHQFH�RI�V\SKLOLV�LV�KLJK�

&\WRPHJDORYLUXV

&\WRPHJDORYLUXV��&09��LV�WKH�PRVW�FRPPRQ�FDXVH�RI�FRQJHQLWDO�YLUDO�
LQIHFWLRQ�LQ�WKH�8QLWHG�6WDWHV�������WR������RI�OLYHERUQ�LQIDQWV�DFTXLUH�WKLV�
LQIHFWLRQ�SHULQDWDOO\�DQG�LW�LV�WKH�OHDGLQJ�FDXVH�RI�FRQJHQLWDO�KHDULQJ�ORVV�
�,QW�-�*\QDHFRO�2EVWHW���������������>UHDIILUPHG�����@���0RVW�PDWHUQDO�
&09�LQIHFWLRQV�DUH�DV\PSWRPDWLF�EXW�PD\�FDXVH�D�PRQRQXFOHRVLV�OLNH�LOOQHVV��
%HFDXVH�&09�KDV�EHHQ�UHFRYHUHG�IURP�YLUWXDOO\�DOO�ERG\�IOXLGV��WUDQVPLVVLRQ�
FDQ�RFFXU�VH[XDOO\�RU�ZLWK�LQMHFWLRQ�GUXJ�XVH��7UDQVPLVVLRQ�FDQ�DOVR�RFFXU�ZLWK�
RUDO�FRQWDFW�ZLWK�LQIHFWHG�VHFUHWLRQV��H�J���IURP�FKLOGUHQ���3ULPDU\�LQIHFWLRQ��
UHDFWLYDWLRQ��DQG�UHLQIHFWLRQ�ZLWK�GLIIHUHQW�&09�VWUDLQV�GXULQJ�SUHJQDQF\�DOO�
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FDQ�OHDG�WR�LQ�XWHUR�WUDQVPLVVLRQ�DQG�FRQJHQLWDO�&09��$P�-�2EVWHW�*\QHFRO�
���������������$OWKRXJK�DERXW�RQH�WKLUG�RI�QHZERUQV�DFTXLUH�FRQJHQLWDO�
&09�LQIHFWLRQ�DIWHU�SULPDU\�LQIHFWLRQ��RQO\���²���RI�QHZERUQV�DFTXLUH�&09�
DIWHU�D�UHFXUUHQW�LQIHFWLRQ�LQ�ZRPHQ�ZKR�DUH�QRW�+,9�LQIHFWHG��%HFDXVH�LQ�PRVW�
VWXGLHV�!����RI�+,9�LQIHFWHG�SUHJQDQW�ZRPHQ�DUH�&09�DQWLERG\�SRVLWLYH��
WKH�ULVN�IRU�V\PSWRPDWLF�LQIHFWLRQ�LQ�WKH�IHWXV�LV�H[SHFWHG�WR�EH�ORZ��-$0$�
���������������-$0$����������������-�3HGLDWU���������������1�(QJO�-�
0HG���������������KRZHYHU��UHFHQW�VWXGLHV�RI�+,9�H[SRVHG�LQIDQWV�VXJJHVW�
WKDW�UDWHV�RI�FRQJHQLWDO�&09�PD\�EH�LQFUHDVHG��UDQJLQJ�IURP���²����ZLWK�
KLJKHU�UDWHV�LQ�EDELHV�ERUQ�WR�PRWKHUV�ZLWK�&'���FHOO�FRXQWV������PP��
DQG�LQ�+,9�LQIHFWHG�LQIDQWV��3HGLDWU�,QIHFW�'LV�-��������������&OLQ�,QIHFW�'LV�
��������������

1LQHW\�SHUFHQW�RI�&09�LQIHFWHG�LQIDQWV�DUH�DV\PSWRPDWLF�DW�ELUWK��
6\PSWRPDWLF�LQIHFWLRQ�LV�PRUH�OLNHO\�ZLWK�PDWHUQDO�LQIHFWLRQ�DFTXLUHG�HDUO\�LQ�
SUHJQDQF\��6HYHUH�FOLQLFDO�PDQLIHVWDWLRQV�RI�FRQJHQLWDO�&09�LQFOXGH�V\PPHWULF�
JURZWK�UHVWULFWLRQ��KHSDWRVSOHQRPHJDO\��FKRULRUHWLQLWLV��PLFURSKWKDOPLD��
K\GURFHSKDO\��PLFURFHSKDO\��DQG�FHUHEUDO�FDOFLILFDWLRQV��8S�WR�����RI�LQIHFWHG�
LQIDQWV�ZKR�DUH�V\PSWRPDWLF�DW�ELUWK�ZLOO�KDYH�VHULRXV�ORQJ�WHUP�SUREOHPV��
LQFOXGLQJ�KHDULQJ�ORVV��YLVXDO�LPSDLUPHQW��PHQWDO�UHWDUGDWLRQ��DQG�RU�FRJQLWLYH�
LPSDLUPHQW��$PRQJ�DV\PSWRPDWLF�QHZERUQV��KRZHYHU��RQO\���²����DUH�DW�
ULVN�IRU�VHULRXV�ORQJ�WHUP�LPSDLUPHQW��QRWDEO\�ODWH�RQVHW�KHDULQJ�ORVV�LQ�QRQ�+,9�
LQIHFWHG�FKLOGUHQ��-�&OLQ�9LURO��������������

7UHDWPHQW��,QGLFDWLRQV�IRU�WUHDWPHQW�RI�&09�LQIHFWLRQ�GXULQJ�SUHJQDQF\�DUH�
WKH�VDPH�DV�IRU�WUHDWPHQW�RI�QRQSUHJQDQW�+,9�LQIHFWHG�DGXOWV��7UHDWPHQW�
RI�DV\PSWRPDWLF�PDWHUQDO�&09�LQIHFWLRQ�WR�SUHYHQW�LQIDQW�LQIHFWLRQ�LV�QRW�
LQGLFDWHG��)RU�UHWLQDO�GLVHDVH��XVH�RI�LQWUDRFXODU�LPSODQWV�RU�LQWUDYLWUHRXV�
LQMHFWLRQV�IRU�ORFDO�WKHUDS\�VKRXOG�EH�FRQVLGHUHG�LQ�WKH�ILUVW�WULPHVWHU��LI�SRVVLEOH��
WR�OLPLW�IHWDO�H[SRVXUH�WR�V\VWHPLFDOO\�DGPLQLVWHUHG�DQWLYLUDO�GUXJV��6\VWHPLF�
DQWLYLUDO�WKHUDS\�VKRXOG�WKHQ�EH�VWDUWHG�DIWHU�WKH�ILUVW�WULPHVWHU��9DOJDQFLFORYLU�
LV�UHFRJQL]HG�DV�WKH�WUHDWPHQW�RI�FKRLFH�IRU�&09�GXULQJ�SUHJQDQF\��*XLGHOLQHV�
IRU�3UHYHQWLRQ�DQG�7UHDWPHQW�RI�2SSRUWXQLVWLF�,QIHFWLRQV�LQ�+,9�LQIHFWHG�$GXOWV�
DQG�$GROHVFHQWV��������LQ�SUHVV���KWWS���ZZZ�DLGVLQIR�QLK�JRY��

)HWDO�PRQLWRULQJ��7KH�IHWXV�VKRXOG�EH�PRQLWRUHG�LQ�WKH�WKLUG�WULPHVWHU�E\�IHWDO�
PRYHPHQW�FRXQWLQJ�DQG�DIWHU����ZHHNV·�JHVWDWLRQ�E\�SHULRGLF�XOWUDVRXQG�
PRQLWRULQJ�WR�ORRN�IRU�HYLGHQFH�RI�K\GURSV�IHWDOLV�LQGLFDWLQJ�VXEVWDQWLDO�
DQHPLD��$Q\�XOWUDVRXQG�ILQGLQJV�VXVSLFLRXV�IRU�FRQJHQLWDO�&09�LQIHFWLRQ�
�H�J���FHUHEUDO�FDOFLILFDWLRQV��DEGRPLQDO�DQG�OLYHU�FDOFLILFDWLRQV��K\GURSV��
PLFURFHSKDO\��YHQWULFXORPHJDO\��DVFLWHV��HFKRJHQLF�IHWDO�ERZHO��VKRXOG�SURPSW�
FRQVLGHUDWLRQ�RI�DPQLRFHQWHVLV�IRU�GHILQLWLYH�GLDJQRVLV�

$OWKRXJK�LQYDVLYH�IHWDO�WHVWLQJ�ZDV�DVVRFLDWHG�ZLWK�LQFUHDVHG�UDWHV�RI�SHULQDWDO�
+,9�WUDQVPLVVLRQ�LQ�HDUO\�VWXGLHV��$P�-�2EVWHW�*\QHFRO����������������PRUH�
UHFHQW�GDWD�VXJJHVW�WKDW�WKH�ULVN�PD\�EH�PLQLPDO�LQ�ZRPHQ�ZKR�DUH�RQ�
HIIHFWLYH�$57�DQG�KDYH�XQGHWHFWDEOH�+,9�51$�OHYHOV��$P�-�2EVWHW�*\QHFRO�
�������������H���(XU�-�2EVWHW�*\QHFRO�5HSURG�%LRO���������������(XU�-�
2EVWHW�*\QHFRO�5HSURG�%LRO���������������
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5HIHUUDO�WR�D�PDWHUQDO�IHWDO�PHGLFLQH�VSHFLDOLVW�IRU�HYDOXDWLRQ��FRXQVHOLQJ��DQG�
SRWHQWLDO�IXUWKHU�WHVWLQJ�LV�UHFRPPHQGHG��%HFDXVH�LQIDQWV�ZKR�DUH�FR�LQIHFWHG�
ZLWK�+,9�DQG�&09�KDYH�PRUH�UDSLG�SURJUHVVLRQ�RI�+,9�LQIHFWLRQ�DQG�GHYHORS�
$,'6�PRUH�IUHTXHQWO\��-�3HGLDWU����������������1�(QJO�-�0HG���������������
WKH\�VKRXOG�EH�D�SULRULW\�WR�UHFHLYH�$57��0HWKRGV�WR�UHGXFH�WKH�ULVN�RI�
H[SRVXUH�WR�&09�LQFOXGH�VDIH�VH[XDO�SUDFWLFHV��FDUHIXO�KDQGZDVKLQJ��DQG�
WUDQVIXVLRQ�RI�RQO\�&09�DQWLERG\²QHJDWLYH�EORRG�SURGXFWV�

7R[RSODVPRVLV

$SSUR[LPDWHO\�RQH�WKLUG�RI�ZRPHQ�LQ�WKH�8QLWHG�6WDWHV�KDYH�WR[RSODVPD�
DQWLERGLHV��UHIOHFWLQJ�SULRU�LQIHFWLRQ��3ULPDU\�LQIHFWLRQ�RFFXUV�LQ�DSSUR[LPDWHO\�
����²�����RI�SUHJQDQFLHV�DQG�SODFHV�WKH�IHWXV�DW�ULVN�IRU�FRQJHQLWDO�
WR[RSODVPRVLV��&RQJHQLWDO�LQIHFWLRQ�LV�PRUH�FRPPRQ�ZKHQ�LQIHFWLRQ�LQ�WKH�
PRWKHU�RFFXUV�GXULQJ�WKH�WKLUG�WULPHVWHU��!����LQ�WKH�WKLUG�WULPHVWHU�YV��
���²����LQ�WKH�ILUVW�WULPHVWHU��EXW�LV�JHQHUDOO\�PRUH�VHYHUH�ZKHQ�RFFXUULQJ�LQ�
WKH�ILUVW�WULPHVWHU��$OWKRXJK�WKH�PDMRULW\�RI�LQIHFWHG�LQIDQWV�DUH�DV\PSWRPDWLF�
DW�ELUWK��PRVW�ZLOO�GHYHORS�VRPH�VHTXHODH�RI�FRQJHQLWDO�WR[RSODVPRVLV��7ZR�
WKLUGV�RI�LQIDQWV�LQIHFWHG�DIWHU�PDWHUQDO�ILUVW�WULPHVWHU�LQIHFWLRQ�KDYH�VHYHUH�
PDQLIHVWDWLRQV�����DUH�VWLOOERUQ�RU�GLH�LQ�WKH�SHULQDWDO�SHULRG��$&2*�7HFKQLFDO�
%XOOHWLQ�1R�������)HEUXDU\�������

&RQJHQLWDO�WR[RSODVPRVLV�PD\�DIIHFW�DOO�V\VWHPV��EXW�WKH�PRVW�FRPPRQ�ILQGLQJV�
DUH�FKRULRUHWLQLWLV��PLFURFHSKDO\��K\GURFHSKDO\��DQG�FHUHEUDO�FDOFLILFDWLRQV��
7UDQVPLVVLRQ�RI�WR[RSODVPRVLV�IURP�D�PRWKHU�ZLWK�DQWLERG\�HYLGHQFH�RI�
SULRU�LQIHFWLRQ�FDQ�RFFXU�LQ�WKH�VHWWLQJ�RI�+,9�LQIHFWLRQ��DV�RSSRVHG�WR�LQ�+,9�
XQLQIHFWHG�ZRPHQ��EXW�VHHPV�WR�EH�XQFRPPRQ����²�����LQ�WZR�VWXGLHV���WKHUH�
DUH�FDVH�UHSRUWV�RI�WUDQVPLVVLRQ�ZLWK�UHDFWLYDWLRQ�RI�FKURQLF�LQIHFWLRQ�LQ�+,9�
LQIHFWHG�ZRPHQ�ZLWK�VHYHUH�LPPXQRVXSSUHVVLRQ��(XU�-�2EVWHW�*\QHFRO�5HSURG�
%LRO�������������$P�-�2EVWHW�*\QHFRO���������������

7HVWLQJ�IRU�,J*�DQWLERGLHV�WR�WR[RSODVPD�LV�UHFRPPHQGHG�IRU�DOO�+,9�LQIHFWHG�
SDWLHQWV�VRRQ�DIWHU�WKH�GLDJQRVLV�RI�+,9�LV�PDGH�DQG�VKRXOG�EH�FRQVLGHUHG�DV�
SDUW�RI�SUHQDWDO�WHVWLQJ�LQ�+,9�LQIHFWHG�SUHJQDQW�ZRPHQ��3UHJQDQW�ZRPHQ�ZLWK�
V\PSWRPV�WKDW�PD\�LQFOXGH�IHYHU��FKLOOV��PDODLVH��O\PSKDGHQRSDWK\��P\DOJLDV��
DQG�KHDGDFKH�VKRXOG�EH�HYDOXDWHG�VHURORJLFDOO\�IRU�SRVVLEOH�SULPDU\�
WR[RSODVPLF�LQIHFWLRQ��3ULPDU\�7R[RSODVPD�JRQGLL�LQIHFWLRQ�FDQ�W\SLFDOO\�EH�
GLVWLQJXLVKHG�IURP�FKURQLF�LQIHFWLRQ�ZLWK�WKH�XVH�RI�PXOWLSOH�VHURORJLF�DVVD\V��
LQFOXGLQJ�,J*��,J0��,J$��DQG�,J(�DQWLERGLHV��,J*�DYLGLW\��DQG�WKH�GLIIHUHQWLDO�
DJJOXWLQDWLRQ��$&�+6��WHVWV��*XLGHOLQHV�IRU�3UHYHQWLRQ�DQG�7UHDWPHQW�RI�
2SSRUWXQLVWLF�,QIHFWLRQV�LQ�+,9�LQIHFWHG�$GXOWV�DQG�$GROHVFHQWV�������>LQ�SUHVV@��
KWWS���ZZZ�DLGVLQIR�QLK�JRY��

6FUHHQLQJ��'HWDLOHG�XOWUDVRXQG�H[DPLQDWLRQ�RI�WKH�IHWXV�WR�HYDOXDWH�VSHFLILFDOO\�
IRU�K\GURFHSKDOXV��FHUHEUDO�FDOFLILFDWLRQV��DQG�JURZWK�UHVWULFWLRQ�VKRXOG�EH�
SHUIRUPHG�LQ�FDVHV�RI�VXVSHFWHG�SULPDU\�RU�V\PSWRPDWLF�UHDFWLYDWLRQ�RI�7��
JRQGLL�GXULQJ�SUHJQDQF\��&OLQ�,QIHFW�'LV���������������3RO\PHUDVH�FKDLQ�
UHDFWLRQ��3&5��WHVWLQJ�RI�DPQLRWLF�IOXLG�PD\�EH�FRQVLGHUHG�IRU�SUHJQDQW�
ZRPHQ�RQ�$57�ZKR�KDYH�VHURORJLF�HYLGHQFH�RI�DFTXLUHG�LQIHFWLRQ�GXULQJ�
WKH�LPPHGLDWH�SUHFRQFHSWLRQ�SHULRG�RU�GXULQJ�SUHJQDQF\�DQG�DPRQJ�
WKRVH�ZRPHQ�ZLWK�XOWUDVRXQG�ILQGLQJV�VXJJHVWLYH�RI�IHWDO�7��JRQGLL�LQIHFWLRQ�
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�&OLQ�,QIHFW�'LV���������������,QIDQWV�ERUQ�WR�+,9�LQIHFWHG�ZRPHQ�ZKR�
DUH�VHURSRVLWLYH�IRU�WR[RSODVPD�DOVR�VKRXOG�EH�HYDOXDWHG�IRU�HYLGHQFH�RI�
FRQJHQLWDO�WR[RSODVPRVLV�LI�VXVSHFWHG�E\�WKH�LQIDQW·V�FOLQLFDO�SUHVHQWDWLRQ�

7R�SUHYHQW�7��JRQGLL�H[SRVXUH��SUHJQDQW�ZRPHQ�VKRXOG�EH�FRXQVHOHG�WR�DYRLG�
UDZ�RU�XQGHUFRRNHG�PHDW��WR�ZDVK�KDQGV�DIWHU�FRQWDFW�ZLWK�UDZ�PHDW�RU�
ZLWK�VRLO��DQG�WR�WKRURXJKO\�ZDVK�IUXLWV�DQG�YHJHWDEOHV�EHIRUH�HDWLQJ�WKHP�
UDZ��&DWV�VKRXOG�SUHIHUDEO\�EH�NHSW�LQVLGH�DQG�IHG�RQO\�FDQQHG�RU�GULHG�
FRPPHUFLDO�IRRG��DQG�WKHLU�OLWWHU�ER[HV�VKRXOG�EH�FKDQJHG�GDLO\��SUHIHUDEO\�
E\�VRPHRQH�ZKR�LV�QRW�+,9�LQIHFWHG�RU�SUHJQDQW�

7UHDWPHQW��7UHDWPHQW�RI�WKH�SUHJQDQW�ZRPDQ�ZLWK�WR[RSODVPLF�HQFHSKDOLWLV�
VKRXOG�EH�WKH�VDPH�DV�WUHDWPHQW�IRU�QRQSUHJQDQW�DGXOWV��S\ULPHWKDPLQH�
SOXV�VXOIDGLD]LQH�SOXV�OHXFRYRULQ��7KLV�UHJLPHQ�LV�WKRXJKW�WR�DOVR�SUHYHQW�
WUDQVPLVVLRQ�RI�7��JRQGLL�WR�WKH�IHWXV�DQG�PD\�WUHDW�DIIHFWHG�IHWXVHV��&OLQ�,QIHFW�
'LV���������������3UHJQDQW�+,9�LQIHFWHG�ZRPHQ�ZLWK�VXVSHFWHG�RU�FRQILUPHG�
SULPDU\�7��JRQGLL�LQIHFWLRQ�GXULQJ�SUHJQDQF\�VKRXOG�EH�PDQDJHG�ZLWK�H[SHUW�
FRQVXOWDWLRQ���3ULPDU\�SURSK\OD[LV�DQG�SURSK\OD[LV�DJDLQVW�UHFXUUHQW�GLVHDVH�LQ�
SUHJQDQF\�DUH�GLVFXVVHG�EHORZ��VHH�2SSRUWXQLVWLF�,QIHFWLRQV��S�������

+HSDWLWLV�%

+HSDWLWLV�%�YLUXV��+%9��LV�WKH�OHDGLQJ�FDXVH�RI�FKURQLF�OLYHU�GLVHDVH�ZRUOGZLGH�
�1�(QJO�-�0HG�����������������0RVW�SDWLHQWV�ZKR�EHFRPH�LQIHFWHG�ZLWK�+%9�
KDYH�FRPSOHWH�UHVROXWLRQ�RI�LQIHFWLRQ�DQG�GHYHORS�SURWHFWLYH�OHYHOV�RI�DQWLERG\�
�DQWL�+%V���2I�WKRVH�LQIHFWHG�DV�DGXOWV����²����GHYHORS�FKURQLF�LQIHFWLRQ��L�H���
WKH\�DUH�FKURQLFDOO\�+%V$J����ZKLFK�SXWV�WKHP�DW�ULVN�IRU�FKURQLF�OLYHU�GLVHDVH��
LQFOXGLQJ�FLUUKRVLV�DQG�KHSDWRFHOOXODU�FDUFLQRPD��&'&��7KH�$%&V�RI�+HSDWLWLV�
)DFW�6KHHW��KWWS���ZZZ�FGF�JRY�KHSDWLWLV�+$9�3URI5HVRXUFHV$�KWP��$FFHVVHG�
���������

7KH�SUHVHQFH�RI�+%H$J�LQGLFDWHV�DFWLYH�YLUDO�UHSOLFDWLRQ�DQG�LQFUHDVHG�
LQIHFWLYLW\��+%9�LV�WUDQVPLWWHG�SDUHQWHUDOO\��VH[XDOO\��SHULQDWDOO\��DQG�
WKURXJK�KRXVHKROG�RU�LQVWLWXWLRQDO�FRQWDFW��$SSUR[LPDWHO\�����RI�UHJXODU�
VH[XDO�FRQWDFWV�RI�LQIHFWHG�LQGLYLGXDOV�ZLOO�EHFRPH�VHURSRVLWLYH��DQG�VH[XDO�
WUDQVPLVVLRQ�DFFRXQWV�IRU����²����RI�QHZ�LQIHFWLRQV��:LWKRXW�SUHYHQWLYH�
PHDVXUHV��SHULQDWDO�WUDQVPLVVLRQ��XVXDOO\�WKURXJK�LQWUDSDUWXP�FRQWDFW�ZLWK�
PDWHUQDO�EORRG�DQG�JHQLWDO�VHFUHWLRQV��RFFXUV�LQ����²����RI�ZRPHQ�ZKR�
DUH�+%V$J���,I�WKH�PRWKHU�LV�DOVR�+%H$J���WKH�SHULQDWDO�WUDQVPLVVLRQ�UDWH�
LQFUHDVHV�WR�DSSUR[LPDWHO\������&KURQLF�+%9�LQIHFWLRQ�GHYHORSV�LQ�DERXW�
����RI�LQIHFWHG�QHZERUQV��SXWWLQJ�WKHP�DW�KLJK�ULVN�IRU�FKURQLF�OLYHU�GLVHDVH�
�$&2*�3UDFWLFH�%XOOHWLQ�1R������2EVWHW�*\QHFRO����������������5DWHV�RI�
SHULQDWDO�WUDQVPLVVLRQ�RI�+%9�DUH�UHGXFHG�WR�XQGHU����ZKHQ�KHSDWLWLV�%�
LPPXQH�JOREXOLQ��+%,*��DQG�KHSDWLWLV�%�YDFFLQH�DUH�SURYLGHG�DW�ELUWK�WR�LQIDQWV�
ERUQ�WR�PRWKHUV�ZKR�DUH�+%V$J��

$SSUR[LPDWHO\�����RI�+,9�LQIHFWHG�LQGLYLGXDOV�KDYH�HYLGHQFH�RI�
FKURQLF�KHSDWLWLV�%��-�$FTXLU�,PPXQH�'HILF�6\QGU�������������-�,QIHFW�'LV�
����������������,PSDLUHG�FHOOXODU�LPPXQLW\�LV�DVVRFLDWHG�ZLWK�KLJKHU�OHYHOV�
RI�KHSDWLWLV�%�YLUHPLD�DQG�ORZHU�YLUDO�FOHDUDQFH�UDWHV�IROORZLQJ�DFXWH�+%9�
LQIHFWLRQ��+,9�SDWLHQWV�ZLWK�FKURQLF�+%9�LQIHFWLRQ�PD\�EH�PRUH�OLNHO\�WR�KDYH�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

GHWHFWDEOH�+%H$J��+HSDWRORJ\���������������$,'6���������������ORZHU�
UDWHV�RI�VHURFRQYHUVLRQ��DQG�DQ�LQFUHDVHG�ULVN�IRU�OLYHU�UHODWHG�PRUWDOLW\�DQG�
PRUELGLW\��/DQFHW����������������

+HSDWLWLV�&

+HSDWLWLV�&�YLUXV��+&9��LQIHFWLRQ�LV�WKH�PRVW�FRPPRQ�FKURQLF�EORRGERUQH�
LQIHFWLRQ�LQ�WKH�8QLWHG�6WDWHV��$QQ�,QWHUQ�0HG����������������+&9�LQIHFWLRQ�LV�
WUDQVPLWWHG�SULPDULO\�WKURXJK�LQMHFWLRQ�GUXJ�XVH��EXW�PD\�DOVR�EH�WUDQVPLWWHG�
VH[XDOO\��&KURQLF�+&9�LQIHFWLRQ�GHYHORSV�LQ����²����RI�+&9�LQIHFWHG�
SHRSOH�����²����RI�SHRSOH�ZLWK�FKURQLF�+&9�LQIHFWLRQ�GHYHORS�HYLGHQFH�
RI�DFWLYH�OLYHU�GLVHDVH�DQG�DUH�DW�ULVN�IRU�KHSDWRFHOOXODU�FDUFLQRPD��&'&��7KH�
$%&V�RI�+HSDWLWLV�)DFW�6KHHW��ZZZ�FGF�JRY�KHSDWLWLV�+$9�3URI5HVRXUFHV$�KWP��
$FFHVVHG�����������0RVW�SHRSOH�UHPDLQ�XQDZDUH�RI�WKHLU�LQIHFWLRQ�EHFDXVH�
WKH\�DUH�QRW�FOLQLFDOO\�LOO�

$PRQJ�+,9�LQIHFWHG�SUHJQDQW�ZRPHQ��WKH�+&9�VHURSUHYDOHQFH�UDWH�UDQJHV�
IURP����²�����,QW�-�(SLGHPLRO������������������&R�LQIHFWLRQ�ZLWK�+,9�
LQFUHDVHV�ULVN�IRU�DQG�DFFHOHUDWHV�WKH�UDWH�RI�GHYHORSPHQW�RI�SURJUHVVLYH�
OLYHU�GLVHDVH��&OLQ�,QIHFW�'LV��������������-�+HSDWRO�������������&RIDFWRUV�
LQIOXHQFLQJ�GLVHDVH�SURJUHVVLRQ�LQFOXGH�DJH��ORZ�&'���FHOO�FRXQW��DQG�
KLVWRU\�RI�DOFRKROLVP��(YLGHQFH�VXJJHVWV�WKDW�+&9�LQIHFWLRQ�PD\�DOVR�KDVWHQ�
SURJUHVVLRQ�RI�+,9�LQIHFWLRQ��-�9LUDO�+HSDW��������������,Q�PRVW�VWXGLHV��WKH�
LQFLGHQFH�RI�+&9�WUDQVPLVVLRQ�IURP�PRWKHU�WR�LQIDQW�LQFUHDVHV�LI�WKH�PRWKHU�
LV�FR�LQIHFWHG�ZLWK�+,9��ZLWK�WUDQVPLVVLRQ�UDWHV�EHWZHHQ�����DQG�����
�&OLQ�,QIHFW�'LV���������������/DQFHW���������������������-�,QIHFW�'LV�
�������������������-�+HSDWRO���������VXSSO���6���%-2*����������������
7KLV�LV�OLNHO\�UHODWHG�WR�DQ�LQFUHDVH�LQ�+&9�YLUHPLD�DQG�RU�RWKHU�+,9�
UHODWHG�HIIHFWV�RQ�+&9�GLVHDVH�DFWLYLW\��&OLQ�,QIHFW�'LV�������������������
)XUWKHUPRUH��PDWHUQDO�FR�LQIHFWLRQ�ZLWK�+,9�DQG�+&9�PD\�DOVR�LQFUHDVH�ULVN�
IRU�SHULQDWDO�+,9�WUDQVPLVVLRQ��-�,QIHFW�'LV�������������������3UHJQDQF\�GRHV�
QRW�DSSHDU�WR�LQIOXHQFH�WKH�FRXUVH�RI�+&9�LQIHFWLRQ��ZRPHQ�ZLWK�FKURQLF�YLUDO�
KHSDWLWLV�JHQHUDOO\�GR�ZHOO�GXULQJ�SUHJQDQF\�XQOHVV�WKH\�KDYH�SURJUHVVHG�WR�
GHFRPSHQVDWHG�FLUUKRVLV��$QQ�+HSDWRO����������������

3HULQDWDO�7UDQVPLVVLRQ

5DWH

7KH�EDVHOLQH�UDWH�RI�SHULQDWDO�+,9�WUDQVPLVVLRQ�ZLWKRXW�SURSK\ODFWLF�WKHUDS\�
LV�DSSUR[LPDWHO\������KRZHYHU��ZLWK�WKH�XVH�RI�FRPELQDWLRQ�$57�DQG�
VXSSUHVVLRQ�RI�+,9�51$��9/��WR�XQGHWHFWDEOH�OHYHOV��DORQJ�ZLWK�DYRLGDQFH�
RI�EUHDVW�IHHGLQJ�DQG�WKH�XVH�RI�&6�GHOLYHU\�ZKHQ�DSSURSULDWH��WKH�UDWH�RI�
SHULQDWDO�WUDQVPLVVLRQ�PD\�EH�UHGXFHG�WR���²���RU�OHVV��-�$FTXLU�,PPXQH�
'HILF�6\QGU��������������$,'6��������������-�3XEOLF�+HDOWK�0DQDJ�3UDFW�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

��������������1HYHUWKHOHVV��DSSUR[LPDWHO\����²����LQIDQWV�DUH�LQIHFWHG�
DQQXDOO\�LQ�WKH�8QLWHG�6WDWHV��$P�-�2EVWHW�*\QHFRO������������6XSSO��6�����
PRVW�FRPPRQO\�EHFDXVH�WKH�PRWKHU�GLG�QRW�UHFHLYH�+,9�WHVWLQJ�RU�RWKHU�
UHFRPPHQGHG�SUHYHQWLRQ�LQWHUYHQWLRQV�GXULQJ�SUHJQDQF\��WKHVH�LQIHFWLRQV�
WKHUHIRUH�UHSUHVHQW�PLVVHG�RSSRUWXQLWLHV��:RPHQ�+HDOWK������������������
/DFN�RI�SUHQDWDO�FDUH�DQG�DFWLYH�VXEVWDQFH�DEXVH��ZKLFK�IUHTXHQWO\�FRH[LVW��
KDYH�DOVR�EHHQ�OLQNHG�WR�D�SRWHQWLDOO\�DYRLGDEOH�LQFUHDVHG�ULVN�IRU�SHULQDWDO�
WUDQVPLVVLRQ��1�-�0HG��������������$FXWH�+,9�LQIHFWLRQ�LQ�SUHJQDQF\�RU�GXULQJ�
EUHDVWIHHGLQJ�LV�DVVRFLDWHG�ZLWK�DQ�LQFUHDVHG�ULVN�RI�SHULQDWDO�+,9�WUDQVPLVVLRQ�
DQG�PD\�UHSUHVHQW�D�VLJQLILFDQW�SURSRUWLRQ�RI�UHVLGXDO�PRWKHU�WR�FKLOG�+,9�
WUDQVPLVVLRQ��07&7��LQ�WKH�8QLWHG�6WDWHV��2EVWHW�*\QHFRO�������������������

7LPLQJ

7KH�WLPLQJ�RI�WUDQVPLVVLRQ�LV�D�FULWLFDO�IDFWRU�LQ�SUHYHQWLRQ��$OWKRXJK�WUDQVPLVVLRQ�
FDQ�RFFXU�WKURXJKRXW�WKH�FRXUVH�RI�SUHJQDQF\��DURXQG�WKH�WLPH�RI�ODERU�
DQG�GHOLYHU\��RU�SRVWSDUWXP�WKURXJK�EUHDVWIHHGLQJ��PRVW�WUDQVPLVVLRQV�
DSSHDU�WR�RFFXU�GXULQJ�RU�FORVH�WR�WKH�LQWUDSDUWXP�SHULRG��SDUWLFXODUO\�LQ�
QRQ�EUHDVWIHHGLQJ�SRSXODWLRQV��-$0$�����������������7DEOH�����RXWOLQHV�
WKH�HVWLPDWHG�WLPLQJ�DQG�ULVN�RI�07&7��7DEOH�����LGHQWLILHV�NH\�FOLQLFDO�DQG�
SRWHQWLDOO\�PRGLILDEOH�IDFWRUV�DVVRFLDWHG�ZLWK�WKH�ULVN�RI�SHULQDWDO�WUDQVPLVVLRQ�

5LVN�)DFWRUV

7DEOH����

(VWLPDWHG�7LPLQJ�DQG�5LVN�RI�0RWKHU�WR�&KLOG�+,9�7UDQVPLVVLRQ�
�$EVROXWH�5DWH��LQ�WKH�$EVHQFH�RI�$QWLUHWURYLUDO�8VH

1R�
%UHDVWIHHGLQJ

%UHDVWIHHGLQJ�
WKURXJK���PR

%UHDVWIHHGLQJ�WKURXJK�
��²���PR

,QWUDXWHULQH �²��� �²��� �²���

,QWUDSDUWXP ��²��� ��²��� ��²���

3RVWSDUWXP

(DUO\����PR� �²��� �²���

/DWH��!��PR� �²��� ��²���

2YHUDOO ��²��� ��²���� ��²���

6RXUFH��-$0$�����������������
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

7DEOH����

&OLQLFDO�)DFWRUV�$VVRFLDWHG�ZLWK�5LVN�RI�3HULQDWDO�7UDQVPLVVLRQ
+,9�5HODWHG�&OLQLFDO�)DFWRUV

0DWHUQDO�SODVPD�
+,9���51$�OHYHO

��5LVN�LQFUHDVHV�ZLWK�KLJKHU�PDWHUQDO�VHUXP�+,9���51$�OHYHOV�
�1�(QJO�-�0HG���������������-�$FTXLU�,PPXQH�'HILF�6\QGU�
�������������1�(QJO�-�0HG��������������
��1R�DEVROXWH�WKUHVKROG�H[LVWV�EHORZ�ZKLFK�WUDQVPLVVLRQ�GRHV�
QRW�RFFXU�RU�DERYH�ZKLFK�WUDQVPLVVLRQ�DOZD\V�RFFXUV

&'���FHOO�FRXQW ��5LVN�RI�WUDQVPLVVLRQ�LV�KLJKHU�ZLWK�ORZHU�&'���FRXQWV

*HQLWDO�WUDFW�9/ ��,QGHSHQGHQWO\�DVVRFLDWHG�ZLWK�SHULQDWDO�WUDQVPLVVLRQ�
�-�,QIHFW�'LV���������������JHQLWDO�WUDFW�9/�XVXDOO\�
FRUUHODWHV�ZLWK�SODVPD�9/��EXW�GLVFRUGDQFH�PD\�RFFXU��
HVSHFLDOO\�ZLWK�JHQLWDO�WUDFW�LQIHFWLRQV

&OLQLFDO�+,9�VWDJH ��%RWK�DFXWH�LQIHFWLRQ�DQG�ODWH�VWDJH�GLVHDVH�DUH�DVVRFLDWHG�
ZLWK�LQFUHDVHG�ULVN�RI�SHULQDWDO�WUDQVPLVVLRQ��$,'6�
����������������2EVWHW�*\QHFRO��������������������

0DWHUQDO�5HODWHG�&OLQLFDO�)DFWRUV

&R�LQIHFWLRQ ��*HQLWDOO\�WUDQVPLWWHG�LQIHFWLRQV�KDYH�EHHQ�VKRZQ�WR�
LQFUHDVH�ERWK�JHQLWDO�WUDFW�+,9�VKHGGLQJ�DQG�SODVPD�
YLUHPLD��$,'6�5HV�+XP�5HWURYLUXVHV���������VXSSO���6����
ERWK�RI�ZKLFK�PD\�LQFUHDVH�ULVN�IRU�SHULQDWDO�WUDQVPLVVLRQ
��6\SKLOLV��+69��DQG�YDJLQDO�LQIHFWLRQV��%9��\HDVW��
WULFKRPRQLDVLV���$,'6���������������,QW�-�*\QDHFRO�2EVWHW�
�������������-�3HULQDWRO������������������KDYH�EHHQ�
DVVRFLDWHG�ZLWK�LQFUHDVHG�ULVN�RI�SHULQDWDO�WUDQVPLVVLRQ
��+&9�LQIHFWLRQ��7%��DQG�SODFHQWDO�PDODULD�KDYH�DOVR�EHHQ�
DVVRFLDWHG�ZLWK�LQFUHDVHG�ULVN�IRU�YHUWLFDO�WUDQVPLVVLRQ�
�-�+HSDWRO����������VXSSO���6���,QW�-�(SLGHPLRO�
�������������-�,QIHFW�'LV��������������

6XEVWDQFH�DEXVH ��,OOLFLW�GUXJ�XVH�KDV�EHHQ�DVVRFLDWHG�ZLWK�LQFUHDVHG�ULVN�IRU�
SHULQDWDO�WUDQVPLVVLRQ��$,'6�������������

&LJDUHWWH�VPRNLQJ ��6PRNLQJ�LV�DVVRFLDWHG�ZLWK�LQFUHDVHG�ULVN�IRU�SHULQDWDO�
WUDQVPLVVLRQ��-�$FTXLU�,PPXQH�'HILF�6\QGU�+XP�5HWURYLURO�
������������

6H[XDO�EHKDYLRU ��8QSURWHFWHG�LQWHUFRXUVH�GXULQJ�SUHJQDQF\�DVVRFLDWHG�ZLWK�
LQFUHDVHG�ULVN�IRU�SHULQDWDO�WUDQVPLVVLRQ��-�$FTXLU�,PPXQH�
'HILF�6\QGU�+XP�5HWURYLURO������������

$59�XVH ��$59�XVH�LV�FRQVLVWHQWO\�DVVRFLDWHG�ZLWK�GHFUHDVHG�ULVN�
IRU�SHULQDWDO�WUDQVPLVVLRQ��WKH�JUHDWHVW�UHGXFWLRQV�DUH�
DVVRFLDWHG�ZLWK�ORQJHU�DQG�PRUH�FRPSOH[�UHJLPHQV�
�-�$FTXLU�,PPXQH�'HILF�6\QGU��������������$,'6�
������������
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�

$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

7DEOH����

&OLQLFDO�)DFWRUV�$VVRFLDWHG�ZLWK�5LVN�RI�3HULQDWDO�7UDQVPLVVLRQ
2EVWHWULFDO�5HODWHG�&OLQLFDO�)DFWRUV

3UHWHUP�GHOLYHU\ ��'HOLYHU\�DW�SUHWHUP�JHVWDWLRQDO�DJH�KDV�EHHQ�DVVRFLDWHG�
ZLWK�LQFUHDVHG�ULVN�IRU�SHULQDWDO�WUDQVPLVVLRQ��-�,QIHFW�'LV�
������������

0RGH�RI�GHOLYHU\ ��&6�GHOLYHU\�SULRU�WR�RQVHW�RI�ODERU�RU�PHPEUDQH�UXSWXUH�
LV�DVVRFLDWHG�ZLWK�GHFUHDVHG�ULVN�RI�SHULQDWDO�WUDQVPLVVLRQ�
ZLWK�+,9���51$�OHYHO�!�����FRSLHV�P/�QHDU�WLPH�RI�
GHOLYHU\�RU�ZLWK�$=7�RQO\��VWXGLHV�GRQH�EHIRUH�URXWLQH�XVH�
RI�9/�WHVWLQJ�XVH�RI�+$$57���/DQFHW����������������1�
(QJO�-�0HG��������������
��'DWD�DUH�LQVXIILFLHQW�WR�HYDOXDWH�WKH�SRWHQWLDO�EHQHILW�RI�
&6�GHOLYHU\�IRU�SUHYHQWLRQ�RI�SHULQDWDO�WUDQVPLVVLRQ�LQ�
SUHJQDQW�ZRPHQ�UHFHLYLQJ�FRPELQDWLRQ�$59�GUXJV�ZLWK�
SODVPD�+,9�51$�OHYHOV�������FRSLHV�P/�QHDU�WKH�WLPH�RI�
GHOLYHU\

,QYDVLYH�LQWUDSDUWXP�
PRQLWRULQJ

��)HWDO�VFDOS�VDPSOLQJ�DQG�XVH�RI�IHWDO�VFDOS�HOHFWURGHV�DUH�
DVVRFLDWHG�ZLWK�LQFUHDVHG�ULVN�IRU�SHULQDWDO�WUDQVPLVVLRQ�
LQ�VRPH�VWXGLHV��(XU�-�2EVWHW�*\QHFRO�5HSURG�%LRO�
������������-$0$���������������

&KRULRDPQLRQLWLV��
3ODFHQWDO�DEUXSWLRQ

��3ODFHQWDO�EDUULHU�GLVUXSWLRQ�DQG�RU�LQIODPPDWLRQ�DUH�
DVVRFLDWHG�ZLWK�LQFUHDVHG�ULVN�IRU�SHULQDWDO�WUDQVPLVVLRQ�
�-�$FTXLU�,PPXQH�'HILF�6\QGU�������������

'XUDWLRQ�RI�UXSWXUH�
RI�PHPEUDQHV

��/RQJHU�GXUDWLRQ�RI�PHPEUDQH�UXSWXUH�LV�DVVRFLDWHG�
ZLWK�LQFUHDVHG�ULVN�IRU�SHULQDWDO�WUDQVPLVVLRQ��$,'6�
������������

)RUFHSV�YDFXXP�
HSLVLRWRP\

��$�SRWHQWLDOO\�LQFUHDVHG�ULVN�RI�WUDQVPLVVLRQ�H[LVWV�GXH�WR�
LQFUHDVHG�H[SRVXUH�WR�PDWHUQDO�EORRG�JHQLWDO�VHFUHWLRQV�
ZLWK�WUDXPD�WR�PDWHUQDO�RU�QHRQDWDO�WLVVXH��2EVWHW�*\QHFRO�
������������

1RWH��$OO�DEEUHYLDWLRQV�DUH�GHILQHG�LQ�WKH�OLVW�RI�$EEUHYLDWLRQV�DQG�$FURQ\PV��S��L[

%UHDVWIHHGLQJ��*OREDOO\��EUHDVWIHHGLQJ�LV�HVWLPDWHG�WR�KDYH�DFFRXQWHG�IRU�
XS�WR����²����RI�QHZO\�LQIHFWHG�FKLOGUHQ��-$0$����������������)DFWRUV�
DVVRFLDWHG�ZLWK�DQ�LQFUHDVHG�ULVN�RI�EUHDVW�PLON�WUDQVPLVVLRQ�DUH�VXPPDUL]HG�LQ�
7DEOH�����

FRQWLQXHG
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

7DEOH����

)DFWRUV�$VVRFLDWHG�ZLWK�,QFUHDVHG�5LVN�RI�7UDQVPLVVLRQ�RI�+,9�YLD�
%UHDVW�0LON
0DWHUQDO ��$FXWH�+,9�LQIHFWLRQ��/DQFHW��������������

��$GYDQFHG�+,9�LQIHFWLRQ�ZLWK�ORZ�&'���FHOO�FRXQWV
��+LJK�9/�LQ�SODVPD�RU�EUHDVW�PLON
��%UHDVW�FRQGLWLRQV��H�J���FOLQLFDO�RU�VXEFOLQLFDO�PDVWLWLV��EUHDVW�
DEVFHVV��FUDFNHG�QLSSOHV�

1HZERUQ ��3UHWHUP�ELUWK�RU�ORZ�ELUWKZHLJKW
��/RVV�RI�PXFRVDO�LQWHJULW\�UHVXOWLQJ�IURP�WUDXPD��QXWULWLRQDO�
GHILFLHQF\��RU�LQIHFWLRQ��H�J���RUDO�WKUXVK�
��0DWHUQDO�LQIDQW�+/$�LQFRPSDWLELOLW\��SRVVLEOH�SURWHFWLYH�HIIHFW�
�-�,QIHFW�'LV������������������

%UHDVWIHHGLQJ ��7LPLQJ�DQG�GXUDWLRQ��DOWKRXJK�WUDQVPLVVLRQ�UDWHV�DUH�SRVVLEO\�
KLJKHU�LQ�HDUO\�EUHDVWIHHGLQJ��GXUDWLRQ�LV�D�PDMRU�GHWHUPLQDQW�RI�
WUDQVPLVVLRQ��3/R6�2QH������������H�����
��3DWWHUQ�RI�EUHDVWIHHGLQJ��PL[HG�IHHGLQJ��DGGLWLRQ�RI�RWKHU�
VROLGV�RU�OLTXLGV�WR�EUHDVW�PLON��LV�DVVRFLDWHG�ZLWK�LQFUHDVHG�ULVN�
FRPSDUHG�ZLWK�H[FOXVLYH�EUHDVWIHHGLQJ��$,'6�������������

1RWH��$OO�DEEUHYLDWLRQV�DUH�GHILQHG�LQ�WKH�OLVW�RI�$EEUHYLDWLRQV�DQG�$FURQ\PV��S��L[

$QWLUHWURYLUDO�'UXJ�8VH�,Q�3UHJQDQF\

7KH�DGPLQLVWUDWLRQ�RI�$59�GUXJV�WR�WKH�PRWKHU�GXULQJ�SUHJQDQF\�DQG�
ODERU�DQG�WR�WKH�QHRQDWH�DUH�WKH�LQWHUYHQWLRQV�DVVRFLDWHG�ZLWK�WKH�JUHDWHVW�
GHFUHDVHV�LQ�SHULQDWDO�WUDQVPLVVLRQ��$59�GUXJV�UHGXFH�SHULQDWDO�WUDQVPLVVLRQ�
E\�VHYHUDO�PHFKDQLVPV��DPRQJ�WKHP��E\�ORZHULQJ�PDWHUQDO�9/�DQG�E\�
SURYLGLQJ�SUH��DQG�SRVW�H[SRVXUH�SURSK\OD[LV�IRU�WKH�LQIDQW�WKURXJK�SODFHQWDO�
WUDQVIHU��7KHUHIRUH��DW�OHDVW���QXFOHRVLGH�QXFOHRWLGH�DJHQW�ZLWK�KLJK�SODFHQWDO�
WUDQVIHU�VKRXOG�EH�LQFOXGHG�LQ�$59�UHJLPHQV�LQ�SUHJQDQF\��-�,QIHFW�'LV�
�������������������-�&OLQ�3KDUPDFRO�����������������&OLQ�3KDUPDFRO�7KHU�
����������������$QWLPLFURE�$JHQWV�&KHPRWKHU������������������

*HQHUDO�3ULQFLSOHV�IRU�7UHDWPHQW

$59�SURSK\OD[LV�LV�UHFRPPHQGHG�IRU�DOO�+,9�LQIHFWHG�SUHJQDQW�ZRPHQ��
UHJDUGOHVV�RI�&'���FHOO�FRXQW�DQG�RU�9/��$OWKRXJK�UDWHV�RI�SHULQDWDO�
WUDQVPLVVLRQ�DUH�ORZ�LQ�ZRPHQ�ZLWK�XQGHWHFWDEOH�RU�ORZ�+,9�51$�OHYHOV��QR�
WKUHVKROG�H[LVWV�EHORZ�ZKLFK�ODFN�RI�WUDQVPLVVLRQ�FDQ�EH�DVVXUHG�

'HFLVLRQV�UHJDUGLQJ�XVH�RI�$57�RU�SURSK\OD[LV�GXULQJ�SUHJQDQF\�VKRXOG�EH�
PDGH�E\�WKH�ZRPDQ�DIWHU�GHWDLOHG�DQG�QRQFRHUFLYH�GLVFXVVLRQ�RI�WKH�EHQHILWV�
DQG�SRWHQWLDO�ULVNV�RI�WKHUDS\�

5HJLPHQ��&RPELQDWLRQ�$59�UHJLPHQV�FRQWDLQLQJ�DW�OHDVW���GUXJV�IRU�
SUHYHQWLRQ�RI�SHULQDWDO�+,9�WUDQVPLVVLRQ�DUH�DVVRFLDWHG�ZLWK�WKH�ORZHVW�ULVN�
RI�WUDQVPLVVLRQ�DQG�VKRXOG�EH�GLVFXVVHG�DQG�RIIHUHG�WR�DOO�SUHJQDQW�ZRPHQ�
ZLWK�+,9�LQIHFWLRQ��$OWKRXJK�WKH�LQLWLDO�VWXG\��3$&7*������GRFXPHQWLQJ�WKH�
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HIIHFWLYHQHVV�RI�$59V�LQ�UHGXFLQJ�SHULQDWDO�WUDQVPLVVLRQ�UDWHV�LQYROYHG�WKH�XVH�
RI�$=7�DORQH��VXEVHTXHQW�VWXGLHV�DQG�FOLQLFDO�H[SHULHQFH�KDYH�VKRZQ�WKDW�WKH�
ORZHVW�UDWHV�RI�WUDQVPLVVLRQ�DUH�DVVRFLDWHG�ZLWK�PRUH�FRPSOH[�UHJLPHQV�WKDW�
ORZHU�PDWHUQDO�9/�WR�XQGHWHFWDEOH�OHYHOV��$,'6�����������������

&KRLFH�RI�$59�UHJLPHQV�LQ�SUHJQDQF\�VKRXOG�IROORZ�WKH�VDPH�SULQFLSOHV�
DSSOLHG�ZKHQ�FKRRVLQJ�$59�UHJLPHQV�IRU�SDWLHQWV�ZKR�DUH�QRW�SUHJQDQW��
���RSWLPL]H�HIILFDF\�DQG�GXUDELOLW\�RI�UHVSRQVH�����PD[LPL]H�VDIHW\�DQG�
WROHUDELOLW\�����VLPSOLI\�UHJLPHQV�WR�LPSURYH�WKH�OLNHOLKRRG�RI�DGKHUHQFH�
DQG�UHGXFH�WKH�FKDQFH�RI�UHVLVWDQFH��DQG����IRU�SUHJQDQW�ZRPHQ��DGGUHVV�
VSHFLDO�FRQVLGHUDWLRQV�VXFK�DV�PDWHUQDO�DQG�IHWDO�VDIHW\��7R�SUHVHUYH�IXWXUH�
PDWHUQDO�RSWLRQV��WKH�GXUDELOLW\��WROHUDELOLW\��DQG�VLPSOLFLW\�RI�WKH�$59�
UHJLPHQ�LV�RI�SDUWLFXODU�LPSRUWDQFH��7DEOH�����VXPPDUL]HV�PDWHUQDO�DQG�
IHWDO�QHRQDWDO�IDFWRUV�WR�EH�FRQVLGHUHG�ZKHQ�IRUPXODWLQJ�DQ�$59�UHJLPHQ�
IRU�D�SUHJQDQW�ZRPDQ�

7DEOH����

&RQVLGHUDWLRQV�LQ�&KRRVLQJ�DQG�,QGLYLGXDOL]LQJ�DQ�$QWLUHWURYLUDO�
5HJLPHQ�LQ�3UHJQDQF\
0RWKHU�
��(IILFDF\�DQG�GXUDELOLW\�RI�UHVSRQVH
��6DIHW\�DQG�WROHUDELOLW\
��&RPRUELGLWLHV
��3RWHQWLDO�IRU�DGKHUHQFH
��&RQYHQLHQFH
��3RWHQWLDO�DGYHUVH�GUXJ�HIIHFWV
��3RWHQWLDO�LQWHUDFWLRQV�ZLWK�RWKHU�
PHGLFDWLRQV
��5HVXOWV�RI�JHQRW\SLF�UHVLVWDQFH�WHVWLQJ
��3KDUPDFRNLQHWLF�FKDQJHV�LQ�SUHJQDQF\

)HWXV�1HRQDWH�
��3RWHQWLDO�WHUDWRJHQLF�HIIHFWV
��3RWHQWLDO�FDUFLQRJHQLFLW\�RU�
PXWDJHQLFLW\
��6LGH�HIIHFWV�RU�WR[LFLW\�IURP�
WUDQVSODFHQWDOO\�WUDQVIHUUHG�GUXJV

3RWHQWLDO�IRU�DGYHUVH�HIIHFWV�PD\�EH�UHODWHG�WR�VHYHUDO�IDFWRUV��WKH�GUXJ�LWVHOI��
GRVH��JHVWDWLRQDO�DJH�DW�H[SRVXUH��GXUDWLRQ�RI�H[SRVXUH��LQWHUDFWLRQV�ZLWK�RWKHU�
GUXJV�RU�DJHQWV�WR�ZKLFK�WKH�IHWXV�LV�H[SRVHG��DQG�JHQHWLF�PDNH�XS�RI�WKH�
PRWKHU�DQG�IHWXV��3RWHQWLDO�$59�WR[LFLW\�ZLWK�SHULQDWDO�H[SRVXUH�DSSOLHV�ERWK�
WR�WKH�LQIHFWHG�DQG�XQLQIHFWHG�IHWXV�LQIDQW�

'XUDWLRQ��/RQJHU�GXUDWLRQ�DQG�RU�HDUOLHU�LQLWLDWLRQ�RI�$59V�DUH�DVVRFLDWHG�
ZLWK�ORZHU�UDWHV�RI�WUDQVPLVVLRQ��,Q�D�)UHQFK�VWXG\�HYDOXDWLQJ�ULVN�IDFWRUV�
IRU�SHULQDWDO�WUDQVPLVVLRQ�LQ�ZRPHQ�ZLWK�9/������FRSLHV�P/�DW�WKH�WLPH�RI�
GHOLYHU\��WKH�RYHUDOO�WUDQVPLVVLRQ�UDWH�ZDV�������WKH�KLJKHVW�WUDQVPLVVLRQ�UDWHV�
RFFXUUHG�DPRQJ�ZRPHQ�ZKR�ZHUH�QRW�WDNLQJ�$59V�DW�WKH�WLPH�RI�FRQFHSWLRQ�
DQG�ZKR�GLG�QRW�KDYH�9/������FRSLHV�P/�DW���������DQG����ZHHNV·�JHVWDWLRQ�
�&OLQ�,QIHFW�'LV������������������:KHQ�$59V�ZHUH�VWDUWHG�GXULQJ�SUHJQDQF\��
JHVWDWLRQDO�DJH�DW�LQLWLDWLRQ�RI�WKHUDS\�GLG�QRW�GLIIHU�EHWZHHQ�JURXSV�����
ZHHNV���EXW�9/�GHFUHDVHG�HDUOLHU�LQ�WKH�QRQWUDQVPLWWHUV��7KH�DELOLW\�WR�UHDFK�
PD[LPDO�YLUDO�VXSSUHVVLRQ�LV�DIIHFWHG�E\�WKH�9/�DW�WKH�EHJLQQLQJ�RI�SUHJQDQF\��
LQ�D�VWXG\�IURP�WKH�8QLWHG�.LQJGRP��ZLWK�LQLWLDO�9/�!�������FRSLHV�P/��F�P/���
GHIHUULQJ�$59�LQLWLDWLRQ�SDVW����ZHHNV·�JHVWDWLRQ�UHGXFHG�WKH�OLNHOLKRRG�RI�
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9/�����F�P/�DW�GHOLYHU\��ZKHUHDV�RQO\�����RI�WKRVH�ZLWK�LQLWLDO�9/�!��������
F�P/�UHDFKHG�PD[LPDO�9/�VXSSUHVVLRQ�E\�WKH�HQG�RI�SUHJQDQF\�DQG�WKLV�ZDV�
GHSHQGHQW�RQ�WKH�GXUDWLRQ�RI�WKH�$59�UHJLPHQ��$,'6�����������������

5HVLVWDQFH��7KH�GHYHORSPHQW�RI�$59�UHVLVWDQFH�LV�D�PDMRU�IDFWRU�LQ�WUHDWPHQW�
IDLOXUH��7KH�PRVW�FRPPRQ�FDXVHV�RI�UHVLVWDQFH�DUH�WKH�SUHVFULSWLRQ�RI�
LQHIIHFWLYH�UHJLPHQV�DQG�ODFN�RI�DGKHUHQFH��$59�UHJLPHQV�DUH�LQHIIHFWLYH�
ZKHQ�WKH\�LQFOXGH�GUXJV�WR�ZKLFK�WKHUH�LV�H[LVWLQJ�UHVLVWDQFH�RU�ZKHQ�WKH\�DUH�
FRPSRVHG�RI�MXVW�RQH�RU�WZR�GUXJV�RU�GUXJV�IURP�MXVW�RQH�$59�FODVV��9LUDO�
UHSOLFDWLRQ�RI�+,9�LV�LQKHUHQWO\�PXWDWLRQ�SURQH�DQG�UHVLVWDQW�YLUDO�YDULDQWV�
HPHUJH�XQGHU�VHOHFWLYH�SUHVVXUH��HVSHFLDOO\�ZLWK�LQFRPSOHWHO\�VXSSUHVVLYH�
UHJLPHQV��5HVLVWDQW�YLUDO�YDULDQWV�DUH�EHOLHYHG�WR�EH�DUFKLYHG�SHUPDQHQWO\�
LQ�ODWHQW�+,9�UHVHUYRLUV��DQG�UHVLVWDQFH�WR�RQH�GUXJ�PD\�EH�DVVRFLDWHG�
ZLWK�UHVLVWDQFH�WR�RWKHU�GUXJV�ZLWKLQ�WKH�VDPH�FODVV��WKHUHIRUH��LI�LQHIIHFWLYH�
UHJLPHQV�DUH�XVHG�RU�LI�$59�UHJLPHQV�DUH�WDNHQ�LQFRUUHFWO\��SDWLHQWV·�IXWXUH�
WUHDWPHQW�RSWLRQV�PD\�EH�VLJQLILFDQWO\�OLPLWHG�

:KHQ�GHYHORSHG�GXULQJ�SUHJQDQF\��GUXJ�UHVLVWDQFH�PD\�FRPSURPLVH�WKH�
SUHYHQWLRQ�RI�SHULQDWDO�WUDQVPLVVLRQ�RU�PD\�UHVXOW�LQ�WUDQVPLVVLRQ�RI�D�UHVLVWDQW�
YLUXV�WR�WKH�IHWXV��ZKLFK�ZRXOG�OLPLW�WKH�LQIDQW·V�IXWXUH�WUHDWPHQW�RSWLRQV��,W�FRXOG�
DOVR�OLPLW�WKH�PRWKHU·V�IXWXUH�WUHDWPHQW�RSWLRQV�RU�GHFUHDVH�WKH�HIIHFWLYHQHVV�
RI�SURSK\ODFWLF�UHJLPHQV�LQ�IXWXUH�SUHJQDQFLHV��$OWKRXJK�SHULQDWDO�WUDQVPLVVLRQ�
RI�UHVLVWDQW�YLUXV�KDV�EHHQ�UHSRUWHG��LW�DSSHDUV�WR�EH�XQXVXDO��DQG�OLWWOH�
HYLGHQFH�H[LVWV�WKDW�WKH�SUHVHQFH�RI�UHVLVWDQFH�PXWDWLRQV�LQFUHDVHV�WKH�ULVN�RI�
WUDQVPLVVLRQ�ZKHQ�FXUUHQW�UHFRPPHQGDWLRQV�IRU�$59�PDQDJHPHQW�LQ�SUHJQDQF\�
DUH�IROORZHG�

6HYHUDO�IDFWRUV�XQLTXH�WR�SUHJQDQF\�PD\�LQFUHDVH�ULVN�IRU�WKH�GHYHORSPHQW�
RI�UHVLVWDQFH�

�� ,I�SURSK\ODFWLF�UHJLPHQV�LQFOXGH�GUXJV�ZLWK�VLJQLILFDQW�KDOI�
OLIH�GLIIHUHQFHV��VXFK�DV�193�RU�()9�FRPELQHG�ZLWK�WZR�
QXFOHRVLGH�DQDORJXH�GUXJV��WKHQ�SRVWSDUWXP�GLVFRQWLQXDWLRQ�
RI�DOO�UHJLPHQ�FRPSRQHQWV�VLPXOWDQHRXVO\�PD\�UHVXOW�LQ�
SHUVLVWHQW�VXEWKHUDSHXWLF�GUXJ�OHYHOV�DQG�LQFUHDVH�ULVN�IRU�
WKH�GHYHORSPHQW�RI�1157,�UHVLVWDQFH�

�� 3UREOHPV�VXFK�DV�QDXVHD�DQG�YRPLWLQJ�LQ�HDUO\�SUHJQDQF\�
PD\�FRPSURPLVH�DGKHUHQFH�RU�DEVRUSWLRQ�

�� 3KDUPDFRNLQHWLF�FKDQJHV�GXULQJ�SUHJQDQF\��VXFK�DV�
LQFUHDVHG�SODVPD�YROXPH�DQG�UHQDO�FOHDUDQFH��PD\�OHDG�WR�
VXEWKHUDSHXWLF�GUXJ�OHYHOV�WKDW�LQFUHDVH�ULVN�IRU�UHVLVWDQFH�

&XUUHQW�UHFRPPHQGDWLRQV�IRU�+,9�GUXJ�UHVLVWDQFH�WHVWLQJ�LQ�SUHJQDQW�ZRPHQ�
DUH�DV�IROORZV��UHVLVWDQFH�WHVWLQJ�UHTXLUHV�9/�!���²�����FRSLHV�P/�IRU�
DFFXUDWH�GHWHFWLRQ�RI�UHVLVWDQFH�PXWDWLRQV��

�� %HIRUH�VWDUWLQJ�WUHDWPHQW�RU�SURSK\OD[LV��WHVW�IRU�UHVLVWDQFH�
LQ�DOO�SUHJQDQW�ZRPHQ�QRW�FXUUHQWO\�WDNLQJ�$59V��XQOHVV�
SUHYLRXVO\�WHVWHG�DQG�SDWLHQW�$59�QDwYH��

�� 7HVW�IRU�UHVLVWDQFH�LQ�DOO�SUHJQDQW�ZRPHQ�HQWHULQJ�
SUHJQDQF\�RQ�$57�ZLWK�GHWHFWDEOH�9/�
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�� 7HVW�IRU�UHVLVWDQFH�LQ�DOO�SUHJQDQW�ZRPHQ�ZKR�KDYH�
VXERSWLPDO�YLUDO�VXSSUHVVLRQ�DIWHU�LQLWLDWLRQ�RI�$59�GUXJV�
LQ�SUHJQDQF\��5HFRPPHQGDWLRQV�IRU�8VH�RI�$QWLUHWURYLUDO�
'UXJV�LQ�3UHJQDQW�+,9���,QIHFWHG�:RPHQ�IRU�0DWHUQDO�+HDOWK�
DQG�,QWHUYHQWLRQV�WR�5HGXFH�3HULQDWDO�+,9�7UDQVPLVVLRQ�LQ�WKH�
8QLWHG�6WDWHV��������KWWS���ZZZ�DLGVLQIR�QLK�JRY��

)RU�RSWLPDO�SUHYHQWLRQ�RI�SHULQDWDO�WUDQVPLVVLRQ��HPSLULF�LQLWLDWLRQ�RI�$59�GUXJV�
EHIRUH�REWDLQLQJ�WKH�UHVXOWV�RI�UHVLVWDQFH�WHVWLQJ�LV�ZDUUDQWHG�IRU�ZRPHQ�ZKR�
SUHVHQW�ODWH�LQ�SUHJQDQF\��ZLWK�DGMXVWPHQW�DV�QHHGHG�DIWHU�WKH�WHVW�UHVXOWV�DUH�
DYDLODEOH�

:RPHQ�ZKR�KDYH�GRFXPHQWHG�='9�UHVLVWDQFH�VKRXOG�VWLOO�UHFHLYH�LQWUDYHQRXV�
='9�GXULQJ�ODERU�LI�9/�!����F�P/�QHDU�GHOLYHU\��DORQJ�ZLWK�WKHLU�HVWDEOLVKHG�
$59�UHJLPHQV��DQG�WKHLU�LQIDQWV�VKRXOG�UHFHLYH�RUDO�='9�

5HFRPPHQGDWLRQV�IRU�SUHYHQWLQJ�$59�UHVLVWDQFH�LQFOXGH�WKH�IROORZLQJ�

�� 8VH�RI�DQ�HIIHFWLYH�FRPELQDWLRQ�$59�UHJLPHQ

�� (PSKDVLV�RQ�DQG�UHLQIRUFHPHQW�RI�WKH�LPSRUWDQFH�RI�JRRG�
DGKHUHQFH�DW�HDFK�SDWLHQW�YLVLW

��1RW�UHFRPPHQGHG��$GGLWLRQ�RI�VLQJOH�GRVH�193��VG193��
WR�D�FRPELQDWLRQ�$59�UHJLPHQ��VG193�GRHV�QRW�LQFUHDVH�
HIILFDF\�RI�07&7�SUHYHQWLRQ�DQG�PD\�OHDG�WR�PDWHUQDO�RU�
LQIDQW�193�UHVLVWDQFH��-�,QIHFW�'LV��������������

�� )RU�SUHJQDQW�ZRPHQ�UHFHLYLQJ�DQ�1157,�EDVHG�FRPELQDWLRQ�
UHJLPHQ�WKDW�LV�GLVFRQWLQXHG�DIWHU�GHOLYHU\�
�� &RQWLQXH�WKH�157,�FRPSRQHQWV�DIWHU�VWRSSLQJ�WKH�
1157,��-�,QIHFW�'LV������������������3/R6�0HG�
�����������H��������

�� $Q�DOWHUQDWLYH�VWUDWHJ\�LV�WR�VXEVWLWXWH�D�3,�IRU�WKH�1157,�
SULRU�WR�WKH�LQWHUUXSWLRQ�DQG�FRQWLQXH�WKH�3,�ZLWK�GXDO�157,V�
�$,'6������������������

7KH�RSWLPDO�LQWHUYDO�EHWZHHQ�VWRSSLQJ�DQ�1157,�DQG�GLVFRQWLQXLQJ�WKH�
RWKHU�$59V�LV�QRW�NQRZQ��EXW�FXUUHQW�UHFRPPHQGDWLRQV�VXJJHVW�DQ�LQWHUYDO�
RI��²���GD\V��%HFDXVH�1157,�FRQFHQWUDWLRQV�PD\�UHPDLQ�GHWHFWDEOH�IRU�
PRUH�WKDQ���ZHHNV�LQ�SDWLHQWV�UHFHLYLQJ�()9�EDVHG�WKHUDS\��VRPH�H[SHUWV�
UHFRPPHQG�FRQWLQXLQJ�RWKHU�$59�DJHQWV�RU�VXEVWLWXWLQJ�D�3,�SOXV�WZR�RWKHU�
DJHQWV�IRU�XS�WR����GD\V��-�$FTXLU�,PPXQH�'HILF�6\QGU�����������������$,'6�
�������������������$�UHFHQW�VWXG\�RI�����ZRPHQ�ZKR�UHFHLYHG�VLQJOH�GRVH�
QHYLUDSLQH�DQG�ZHUH�UDQGRPL]HG�WR�UHFHLYH�]LGRYXGLQH�ODPLYXGLQH��WHQRIRYLU�
HPWULFLWDELQH��RU�ORSLQDYLU�ULWRQDYLU�IRU�HLWKHU���RU����GD\V�IRXQG�DQ�RYHUDOO�
QHZ�QHYLUDSLQH�UHVLVWDQFH�PXWDWLRQ�UDWH�RI������ZKHQ�DVVHVVHG�E\�SRSXODWLRQ�
JHQRW\SH�DW���DQG���ZHHNV�IROORZLQJ�FRPSOHWLRQ�RI�WUHDWPHQW��ZLWK�QR�
GLIIHUHQFH�E\�OHQJWK�RI�WUHDWPHQW��+RZHYHU��ORZ�IUHTXHQF\�QHYLUDSLQH�UHVLVWDQW�
PXWDWLRQV�DW�FRGRQV�����������DQG�����GHWHFWHG�XVLQJ�DOOHOH�VSHFLILF�3&5�
HPHUJHG�VLJQLILFDQWO\�PRUH�RIWHQ�LQ�WKH���GD\�DUPV��������>���@��WKDQ�LQ�WKH�
���GD\�DUPV�������>��@��3� ���������&OLQ�,QIHFW�'LV������������������
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$OO�FDVHV�RI�$59�GUXJ�H[SRVXUH�GXULQJ�SUHJQDQF\�VKRXOG�EH�UHSRUWHG�WR�WKH�
$QWLUHWURYLUDO�3UHJQDQF\�5HJLVWU\��VHH�GHWDLOV�DW�KWWS���ZZZ�$35HJLVWU\�FRP��
$FFHVVHG�����������7KH�UHJLVWU\�LV�D�FROODERUDWLYH�SURMHFW�RI�SKDUPDFHXWLFDO�
PDQXIDFWXUHUV��ZLWK�DQ�DGYLVRU\�FRPPLWWHH�RI�REVWHWULF�DQG�SHGLDWULF�
SUDFWLWLRQHUV��WKDW�FROOHFWV�REVHUYDWLRQDO�GDWD�UHJDUGLQJ�$59�H[SRVXUH�GXULQJ�
SUHJQDQF\�IRU�WKH�SXUSRVH�RI�DVVHVVLQJ�WKH�SRWHQWLDO�WHUDWRJHQLFLW\�RI�WKHVH�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

)RU�$59�QDwYH�SUHJQDQW�ZRPHQ��SUHIHUUHG�RU�DOWHUQDWLYH�UHJLPHQV�LQFOXGH�RQH�
RI�WKH�SUHIHUUHG�RU�DOWHUQDWLYH�3,V��1157,V�RU�LQWHJUDVH�LQKLELWRUV��DV�QRWHG�LQ�
7DEOH������FRPELQHG�ZLWK�D���157,�EDFNERQH��7KLV�EDFNERQH�PD\�EH�='9��7&��
$%&��7&�RU�7')�)7&���7&�DQG�)7&�FDQ�VXEVWLWXWH�IRU�HDFK�RWKHU��7')�)7&�DQG�
$%&��7&�PD\�EH�SUHIHUUHG�EHFDXVH�RI�RQFH�GDLO\�FR�IRUPXODWLRQV�DQG�OHVV�
IUHTXHQW�WR[LFLW\�WKDQ�='9�FRQWDLQLQJ�UHJLPHQV��EXW�WKHUH�LV�OHVV�H[SHULHQFH�ZLWK�
XVH�RI�WKHVH�UHJLPHQV�LQ�SUHJQDQF\��$%&�VKRXOG�127�EH�XVHG�LQ�SDWLHQWV�ZKR�
WHVW�SRVLWLYH�IRU�+/$�%������'UXJV�OLVWHG�LQ�WKH�'R�1RW�5HFRPPHQG�FDWHJRU\�
DUH�SODFHG�LQ�WKDW�FDWHJRU\�HLWKHU�EHFDXVH�RI�WR[LFLW\�RU�ORZHU�UDWH�RU�YLUDO�
VXSSUHVVLRQ��RU�EHFDXVH�WKH\�DUH�QRW�FXUUHQWO\�UHFRPPHQGHG�LQ�QDwYH�DGXOWV�
DQG�DGROHVFHQWV�GXH�WR�OLPLWHG�GDWD��7KH�ODWWHU�JURXS�PD\�HYHQWXDOO\�PRYH�WR�
D�GLIIHUHQW�FDWHJRU\�DV�PRUH�GDWD�EHFRPHV�DYDLODEOH�

6SHFLDO�&RQVLGHUDWLRQV

3KDUPDFRNLQHWLFV��3K\VLRORJLF�FKDQJHV�WKDW�RFFXU�GXULQJ�SUHJQDQF\�PD\�DIIHFW�
WKH�NLQHWLFV�RI�GUXJ�DEVRUSWLRQ��GLVWULEXWLRQ��ELRWUDQVIRUPDWLRQ��DQG�HOLPLQDWLRQ��
WKHUHE\�DOVR�DIIHFWLQJ�UHTXLUHPHQWV�IRU�GUXJ�GRVLQJ�DQG�SRWHQWLDOO\�DOWHULQJ�
D�SUHJQDQW�ZRPDQ·V�VXVFHSWLELOLW\�WR�GUXJ�WR[LFLW\��&OLQ�3KDUPDFRNLQHW�
������������������%U�-�&OLQ�3KDUPDFRO������������������,Q�JHQHUDO��WKH�
SKDUPDFRNLQHWLFV�RI�157,�DQG�1157,�GUXJV�DUH�VLPLODU�LQ�ZRPHQ�ZKR�DUH�DQG�
DUH�QRW�SUHJQDQW��SURWHDVH�LQKLELWRU��3,��SKDUPDFRNLQHWLFV�DUH�PRUH�YDULDEOH��
SDUWLFXODUO\�LQ�ODWHU�SUHJQDQF\��7KH�QHHG�IRU�D�GRVH�DGMXVWPHQW�GHSHQGV�
RQ�WKH�3,��WKH�SDWLHQW·V�WUHDWPHQW�H[SHULHQFH��DQG�WKH�XVH�RI�LQWHUDFWLQJ�
FRQFRPLWDQW�PHGLFDWLRQV��5H\DWD]�>SDFNDJH�LQVHUW@��3ULQFHWRQ��1-��%ULVWRO�
0\HUV�6TXLEE��������KWWS��ZZZ�SDFNDJHLQVHUWV�EPV�FRP�SL�SLBUH\DWD]�
SGI��$FFHVVHG������������$,'6�������������������%U�-�&OLQ�3KDUPDFRO�
����������������%U�-�&OLQ�3KDUPDFRO�����������������-�$FTXLU�,PPXQH�'HILF�
6\QGU�����������������-�$QWLPLFURE�&KHPRWKHU������������������-�$FTXLU�
,PPXQH�'HILF�6\QGU�����������������

*DVWURLQWHVWLQDO�XSVHW�DQG�RU�K\SHUHPHVLV��$59�GUXJV�WKDW�FDXVH�
JDVWURLQWHVWLQDO�XSVHW�PD\�QRW�EH�ZHOO�WROHUDWHG�LQ�HDUO\�SUHJQDQF\��ZKHQ�
PRUQLQJ�VLFNQHVV�LV�FRPPRQ��DQG�PD\�LQFUHDVH�ULVN�IRU�QRQDGKHUHQFH�RU�
LQDGHTXDWH�DEVRUSWLRQ��6RPH�SUHJQDQW�ZRPHQ�DOVR�GHYHORS�K\SHUHPHVLV�LQ�
HDUO\�SUHJQDQF\��WKRXJK�WKHUH�LV�QR�HYLGHQFH�WKLV�LV�LQFUHDVHG�LQ�WKH�VHWWLQJ�
RI�+,9��,I�DQWLHPHWLFV�DUH�QRW�HIIHFWLYH��FRQVLGHUDWLRQ�VKRXOG�EH�JLYHQ�WR�
WHPSRUDU\�GLVFRQWLQXDWLRQ�RI�DOO�$59V��LQ�ZKLFK�FDVH��DOO�GUXJV�VKRXOG�EH�
VWRSSHG�VLPXOWDQHRXVO\�DQG�UHVWDUWHG�VLPXOWDQHRXVO\�ZKHQ�QDXVHD�DQG�
YRPLWLQJ�KDYH�UHVROYHG�RU�EHHQ�HIIHFWLYHO\�WUHDWHG�

7HUDWRJHQLFLW\��7KH�SRWHQWLDO�KDUP�WR�WKH�IHWXV�IURP�PDWHUQDO�LQWDNH�RI�D�
VSHFLILF�GUXJ�GHSHQGV�RQ�D�QXPEHU�RI�IDFWRUV��WKH�GUXJ�LWVHOI��GRVH��JHVWDWLRQDO�
DJH�DW�H[SRVXUH��GXUDWLRQ�RI�H[SRVXUH��LQWHUDFWLRQ�ZLWK�RWKHU�DJHQWV�WR�ZKLFK�
WKH�IHWXV�LV�H[SRVHG��DQG��WR�DQ�XQNQRZQ�H[WHQW��WKH�JHQHWLF�PDNHXS�RI�WKH�
PRWKHU�DQG�IHWXV��2I�WKH�FXUUHQWO\�)'$�DSSURYHG�$59�GUXJV�DYDLODEOH�LQ�
WKH�8QLWHG�6WDWHV��RQO\�()9�LV�FRQVLGHUHG�WR�KDYH�VLJQLILFDQW�WHUDWRJHQLF�
SRWHQWLDO��3ULPDWH�VWXGLHV�KDYH�GHPRQVWUDWHG�DQ�LQFUHDVH�LQ�VLJQLILFDQW�
PDOIRUPDWLRQV��DQHQFHSKDO\��DQRSKWKDOPLD�PLFURRSKWKDOPLD��FOHIW�SDODWH��
DW�GRVHV�VLPLODU�WR�KXPDQ�WKHUDSHXWLF�H[SRVXUHV��DQG�ERWK�UHWURVSHFWLYH�DQG�
SURVSHFWLYH�VWXGLHV�KDYH�UHSRUWHG�&16�GHIHFWV�LQ�KXPDQ�LQIDQWV�H[SRVHG�WR�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

()9�LQ�XWHUR��7KH�PDJQLWXGH�RI�WKH�ULVN�LV�QRW�NQRZQ��KRZHYHU��DQG�PD\�EH�
ORZ��$�UHFHQW�V\VWHPDWLF�UHYLHZ�DQG�PHWD�DQDO\VLV�RI�GDWD�IURP����VWXGLHV�
UHSRUWLQJ�RQ�ILUVW�WULPHVWHU�H[SRVXUHV�GLG�QRW�LQGLFDWH�DQ�LQFUHDVHG�ULVN�RI�
ELUWK�GHIHFWV�DPRQJ�LQIDQWV�ERUQ�WR�ZRPHQ�WDNLQJ�()9�GXULQJ�WKH�ILUVW�WULPHVWHU�
FRPSDUHG�ZLWK�WKRVH�WDNLQJ�RWKHU�$59V�GXULQJ�WKH�ILUVW�WULPHVWHU��$,'6�
�������������������RQH�QHXUDO�WXEH�GHIHFW�RFFXUUHG�DPRQJ�������OLYH�ELUWKV�
�LQFLGHQFH���������1R�YLVLEOH�DQRPDOLHV�ZHUH�IRXQG�DPRQJ�����LQIDQWV�LQ�D�
:HVW�$IULFDQ�FRKRUW�ERUQ�DIWHU�ILUVW�WULPHVWHU�XVH�RI�()9��ZKHUHDV�DQ�DQDO\VLV�
RI�WKH�3$&7*����GDWDEDVH�IRXQG�D�VLJQLILFDQWO\�LQFUHDVHG�ULVN�RI�ELUWK�
GHIHFWV��LQFOXGLQJ�RQH�QHXUDO�WXEH�GHIHFW��DPRQJ���RI����LQIDQWV�H[SRVHG�WR�
()9�LQ�WKH�ILUVW�WULPHVWHU��3HGLDWU�,QIHFW�'LV�-�����������������-�$FTXLU�,PPXQH�
'HILF�6\QGU�����������������

()9�KDV�EHHQ�FODVVLILHG�DV�DQ�)'$�3UHJQDQF\�&DWHJRU\�'�GUXJ��%HFDXVH�RI�WKH�
SRWHQWLDO�IRU�WHUDWRJHQLFLW\��ZRPHQ�ZKR�DUH�WDNLQJ�()9�VKRXOG�DYRLG�SUHJQDQF\�
DQG�XVH�RI�()9�VKRXOG�ZKHQHYHU�SRVVLEOH�EH�DYRLGHG�GXULQJ�WKH�ILUVW�WULPHVWHU��
ZKLFK�LV�WKH�SULPDU\�SHULRG�RI�IHWDO�RUJDQRJHQHVLV��KRZHYHU��()9�FDQ�EH�
FRQWLQXHG�LQ�ZRPHQ�ZKR�SUHVHQW�IRU�FDUH�LQ�WKH�ILUVW�WULPHVWHU�RQ�()9�FRQWDLQLQJ�
UHJLPHQV�WKDW�DUH�HIIHFWLYH�LQ�VXSSUHVVLQJ�9/��7KLV�LV�EHFDXVH�WKH�ULVN�RI�QHXUDO�
WXEH�GHIHFWV�LV�UHVWULFWHG�WR�WKH�ILUVW�����ZHHNV�RI�SUHJQDQF\��DQG�SUHJQDQF\�
LV�UDUHO\�UHFRJQL]HG�SULRU�WR�WKLV��DQG�XQQHFHVVDU\�$59�GUXJ�FKDQJHV�GXULQJ�
SUHJQDQF\�PD\�EH�DVVRFLDWHG�ZLWK�D�ORVV�RI�YLURORJLF�FRQWURO�DQG�PD\�WKXV�
LQFUHDVH�WKH�ULVN�RI�WUDQVPLVVLRQ�WR�WKH�LQIDQW��+,9�&OLQ�7ULDOV����������������
,QLWLDWLRQ�DIWHU�WKH�ILUVW�WULPHVWHU�FDQ�EH�FRQVLGHUHG�LI��DIWHU�FRQVLGHULQJ�RWKHU�
DOWHUQDWLYHV��()9�LV�WKH�EHVW�FKRLFH�IRU�DQ�LQGLYLGXDO�ZRPDQ��,I�()9�LV�WR�EH�
FRQWLQXHG�SRVWSDUWXP��DGHTXDWH�FRQWUDFHSWLRQ�VKRXOG�EH�DVVXUHG�

$GYHUVH�3UHJQDQF\�2XWFRPHV

3UHWHUP�ELUWK��$OWKRXJK�FXUUHQWO\�SXEOLVKHG�GDWD�VKRZ�FRQIOLFWLQJ�UHVXOWV��WKHUH�
PD\�EH�D�VPDOO�LQFUHDVHG�ULVN�RI�SUHWHUP�ELUWK�LQ�SUHJQDQW�ZRPHQ�ZKR�DUH�
WDNLQJ�3,�EDVHG�FRPELQDWLRQ�$57�RU�SURSK\OD[LV��$,'6�����������������
$,'6�������������������$,'6�������������������1�(QJO�-�0HG�
�������������������-�$FTXLU�,PPXQH�'HILF�6\QGU������������������$�
YDULDEOH�WKDW�PD\�FRQIRXQG�SXEOLVKHG�REVHUYDWLRQDO�VWXGLHV�LV�WKH�LQFUHDVHG�
UDWH�RI�SUHWHUP�ELUWK�LI�FRPELQDWLRQ�$57�LV�VWDUWHG�EHIRUH�FRQFHSWLRQ��DV�
FRPSDUHG�ZLWK�ODWHU�LQ�SUHJQDQF\��ZKLFK�LWVHOI�PD\�UHIOHFW�FRQIRXQGLQJ�E\�
VHYHULW\�RU�LQGLFDWLRQ��6H[�7UDQVP�,QIHFW�����������������:KHQ�GDWD�IURP�
WKH�,03$$&7�3�����REVHUYDWLRQDO�FRKRUW�ZHUH�H[DPLQHG�E\�PXOWLYDULDEOH�
DQDO\VLV�WR�FRUUHFW�IRU�+,9�GLVHDVH�VWDJH��H[FOXGLQJ�GHOLYHU\�LQLWLDWHG�DW�
SUHWHUP�JHVWDWLRQ�GXH�WR�PHGLFDO�RU�REVWHWULFDO�IDFWRUV��3,�EDVHG�FRPELQDWLRQ�
$57�ZDV�QR�PRUH�OLNHO\�WKDQ�QRQ�3,�EDVHG�FRPELQDWLRQ�$57�WR�EH�DVVRFLDWHG�
ZLWK�VSRQWDQHRXV�SUHWHUP�ELUWK��RGGV�UDWLR�>25@�����������FRQILGHQFH�LQWHUYDO�
>&,@������²�������-�,QIHFW�'LV��������������������$�UHFHQW�FRPELQHG�DQDO\VLV�
RI�WKUHH�ODUJH�VWXGLHV��WZR�IURP�(XURSH�DQG�RQH�IURP�WKH�8QLWHG�6WDWHV��IRXQG�
WKDW�LQMHFWLRQ�GUXJ�XVH�DQG�PRUH�DGYDQFHG�+,9�GLVHDVH�ZHUH�DVVRFLDWHG�ZLWK�
SUHWHUP�ELUWK�LQ�DOO�WKUHH�FRKRUWV��%-2*���������������������*LYHQ�WKH�FOHDU�
EHQHILWV�RI�VXFK�WKHUDS\�IRU�ERWK�D�ZRPDQ·V�KHDOWK�DQG�SUHYHQWLRQ�RI�07&7��
3,V�VKRXOG�QRW�EH�ZLWKKHOG�IRU�IHDU�RI�DOWHULQJ�SUHJQDQF\�RXWFRPH�
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�

$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

+\SHUJO\FHPLD�DQG�RU�GLDEHWHV��$OWKRXJK�K\SHUJO\FHPLD�DQG�GLDEHWHV�
KDYH�EHHQ�UHSRUWHG�LQ�LQGLYLGXDOV�RQ�3,V�DQG�SUHJQDQF\�LV�D�ULVN�IDFWRU�
IRU�K\SHUJO\FHPLD��$QQ�,QWHUQ�0HG�������������������$,'6�&OLQ�&DUH�
����������������WKH�PDMRULW\�RI�VWXGLHV�WR�GDWH�KDYH�QRW�VKRZQ�DQ�
LQFUHDVHG�ULVN�RI�JOXFRVH�LQWROHUDQFH�DVVRFLDWHG�ZLWK�3,�EDVHG�UHJLPHQV�
LQ�SUHJQDQF\��,QIHFW�'LV�2EVWHW�*\QHFRO�����������������2EVWHW�*\QHFRO�
�������������������$P�-�2EVWHW�*\QHFRO������������������

6HFRQGDU\�DQDO\VHV�RI�WZR�ODUJH�FRKRUWV�GLG�QRW�ILQG�DQ�DVVRFLDWLRQ�ZLWK�W\SH�
RI�$57�DQG�JHVWDWLRQDO�GLDEHWHV��H[FHSW�IRU�DQ�DVVRFLDWLRQ�RI�3,�LQLWLDWLRQ�
EHIRUH�SUHJQDQF\�RU�GXULQJ�WKH�ILUVW�WULPHVWHU�ZLWK�JHVWDWLRQDO�GLDEHWHV�LQ�WKH�
3$&7*�����FRKRUW��$P�-�2EVWHW�*\QHFRO������������������-�$FTXLU�,PPXQH�
'HILF�6\QGU������������������6WDQGDUG�JOXFRVH�VFUHHQLQJ�DW���²���ZHHNV�
RI�JHVWDWLRQ�VKRXOG�EH�SHUIRUPHG�LQ�+,9�LQIHFWHG�ZRPHQ�ZKR�DUH�WDNLQJ�
$57�GXULQJ�SUHJQDQF\��6RPH�H[SHUWV�UHFRPPHQG�HDUOLHU�JOXFRVH�VFUHHQLQJ�LQ�
ZRPHQ�ZKR�FRQWLQXH�3,�EDVHG�WKHUDS\�WKDW�ZDV�LQLWLDWHG�SULRU�WR�SUHJQDQF\�
�SDUWLFXODUO\�LQ�ZRPHQ�RI�PLQRULW\�UDFH�HWKQLFLW\���WKLV�DSSURDFK�LV�VLPLODU�WR�
WKH�UHFRPPHQGDWLRQV�IRU�ZRPHQ�ZLWK�ULVN�IDFWRUV�IRU�JOXFRVH�LQWROHUDQFH��VXFK�
DV�PDWHUQDO�REHVLW\��DGYDQFHG�PDWHUQDO�DJH��DQG�IDPLO\�KLVWRU\�RI�W\SH�,,�
GLDEHWHV�PHOOLWXV��5HFRPPHQGDWLRQV�IRU�8VH�RI�$QWLUHWURYLUDO�'UXJV�LQ�3UHJQDQW�
+,9���,QIHFWHG�:RPHQ�IRU�0DWHUQDO�+HDOWK�DQG�,QWHUYHQWLRQV�WR�5HGXFH�3HULQDWDO�
+,9�7UDQVPLVVLRQ�LQ�WKH�8QLWHG�6WDWHV��������KWWS���ZZZ�DLGVLQIR�QLK�JRY��

0LWRFKRQGULDO�WR[LFLW\��PDWHUQDO�ULVN���157,�GUXJV�DUH�NQRZQ�WR�LQGXFH�
PLWRFKRQGULDO�G\VIXQFWLRQ��ULVN�YDULHV�E\�VSHFLILF�GUXJ�DQG�LV�DVVRFLDWHG�ZLWK�
ORQJ�WHUP�XVH��,Q�RQH�VWXG\��GG,�DQG�GG,�FRQWDLQLQJ�UHJLPHQV�ZHUH�DVVRFLDWHG�
ZLWK�WKH�JUHDWHVW�GHJUHH�RI�PLWRFKRQGULDO�VXSSUHVVLRQ��$QWLPLFURE�$JHQWV�
&KHPRWKHU�������������������&OLQLFDO�GLVRUGHUV�OLQNHG�WR�PLWRFKRQGULDO�
WR[LFLW\�LQFOXGH�QHXURSDWK\��P\RSDWK\��FDUGLRP\RSDWK\��SDQFUHDWLWLV��KHSDWLF�
VWHDWRVLV��DQG�ODFWLF�DFLGRVLV��$PRQJ�WKHVH�GLVRUGHUV��V\PSWRPDWLF�ODFWLF�DFLGRVLV�
DQG�KHSDWLF�VWHDWRVLV�PD\�RFFXU�PRUH�IUHTXHQWO\�LQ�ZRPHQ��&OLQ�,QIHFW�'LV�
����������������&OLQ�,QIHFW�'LV������������������7\SLFDO�LQLWLDO�V\PSWRPV�
DUH�UHODWLYHO\�QRQVSHFLILF�DQG�LQFOXGH�QDXVHD��YRPLWLQJ��DEGRPLQDO�SDLQ��
G\VSQHD��DQG�ZHDNQHVV��0HWDEROLF�DFLGRVLV�ZLWK�HOHYDWHG�VHUXP�ODFWDWH�DQG�
OLYHU�HQ]\PHV�LV�FRPPRQ��%ULVWRO�0\HUV�6TXLEE�KDV�UHSRUWHG�VHYHUDO�PDWHUQDO�
GHDWKV�GXH�WR�ODFWLF�DFLGRVLV�KHSDWLF�VWHDWRVLV��DOO�LQ�ZRPHQ�ZKR�ZHUH�WDNLQJ�
D�FRPELQDWLRQ�RI�G�7�GG,�DV�SDUW�RI�WKHLU�$59�UHJLPHQ�DW�WKH�WLPH�RI�
FRQFHSWLRQ�DQG�IRU�WKH�GXUDWLRQ�RI�SUHJQDQF\��WKH�G�7�GG,�FRPELQDWLRQ�LV�QR�
ORQJHU�UHFRPPHQGHG�IRU�+,9�LQIHFWHG�DGXOWV��SUHJQDQW�RU�QRW���2WKHU�QRQIDWDO�
FDVHV�RI�ODFWLF�DFLGRVLV�KDYH�EHHQ�UHSRUWHG�LQ�SUHJQDQW�ZRPHQ�WDNLQJ�WKLV�
FRPELQDWLRQ��6H[�7UDQVP�,QIHFW����������������$,'6������������������&DVHV�
RI�ODFWLF�DFLGRVLV�KDYH�DOVR�EHHQ�GHVFULEHG�ZLWK�H[SRVXUH�WR�RWKHU�157,V�
�/DQFHW����������������������,W�LV�QRW�NQRZQ�LI�SUHJQDQF\�LQFUHDVHV�WKH�
LQFLGHQFH�RI�WKLV�V\QGURPH��KRZHYHU��SUHJQDQF\�LWVHOI�FDQ�PLPLF�VRPH�RI�WKH�
HDUO\�V\PSWRPV�RI�ODFWLF�DFLGRVLV�KHSDWLF�VWHDWRVLV�DQG�LV�DOVR�DVVRFLDWHG�ZLWK�
VHYHUDO�UDUH�EXW�OLIH�WKUHDWHQLQJ�GLVRUGHUV�RI�OLYHU�PHWDEROLVP��DFXWH�IDWW\�OLYHU�
RI�SUHJQDQF\��KHPRO\VLV��HOHYDWHG�OLYHU�HQ]\PHV�DQG�ORZ�SODWHOHWV³WKH�+(//3�
V\QGURPH���'DWD�VXJJHVW�WKDW�D�GLVRUGHU�RI�PLWRFKRQGULDO�IDWW\�DFLG�R[LGDWLRQ�
LQ�WKH�PRWKHU�RU�KHU�IHWXV�GXULQJ�ODWH�SUHJQDQF\�PD\�SOD\�D�UROH�LQ�WKH�
GHYHORSPHQW�RI�WKHVH�GLVRUGHUV��DV�ZHOO�DV�$59�UHODWHG�PLWRFKRQGULDO�WR[LFLW\�
�3URF�1DWO�$FDG�6FL�86$�����������������1�(QJO�-�0HG��������������������
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6HPLQ�3HULQDWRO�����������������0RO�*HQHW�0HWDE��������������������
7KHUHIRUH��REVWHWULF�SURYLGHUV�VKRXOG�EH�DZDUH�RI�ODFWLF�DFLGRVLV�KHSDWLF�
VWHDWRVLV�V\QGURPH��EH�DOHUW�WR�DQG�HGXFDWH�SDWLHQWV�DERXW�VXJJHVWLYH�VLJQV�
DQG�V\PSWRPV��DQG�FRQVLGHU�LW�LQ�WKHLU�GLIIHUHQWLDO�GLDJQRVLV�ZKHQ�DSSURSULDWH��
,I�WKH�GLDJQRVLV�LV�VXVSHFWHG��WKHQ�VHUXP�ODFWDWH��OLYHU�HQ]\PHV��DQG�HOHFWURO\WH�
OHYHOV�VKRXOG�EH�REWDLQHG��H[SHUW�FRQVXOWDWLRQ�HQJDJHG��DQG�DOO�$59�GUXJV�
VKRXOG�EH�GLVFRQWLQXHG�

0LWRFKRQGULDO�WR[LFLW\��LQIDQW�ULVN���6RPH�VWXGLHV�VXJJHVW�WKDW�PLWRFKRQGULDO�
G\VIXQFWLRQ�PLJKW�GHYHORS�LQ�LQIDQWV�ZLWK�LQ�XWHUR�H[SRVXUH�WR�157,�GUXJV��$,'6�
������������������/DQFHW���������������������$,'6��������������������
JHQHUDOO\�SUHVHQWLQJ�DV�QHXURORJLF�GLVHDVH��DQG�LQ�VRPH�FDVHV�UHVXOWLQJ�LQ�
GHDWK��KRZHYHU��UHVXOWV�IURP�ODUJH�FOLQLFDO�VWXGLHV�IURP�WKH�8QLWHG�6WDWHV�DQG�
(XURSH�KDYH�EHHQ�UHDVVXULQJ��-�$FTXLU�,PPXQH�'HILF�6\QGU�����������������
-�$FTXLU�,PPXQH�'HILF�6\QGU������������������6HYHUDO�VWXGLHV��RIWHQ�
VPDOO��KDYH�UHSRUWHG�ODERUDWRU\�DEQRUPDOLWLHV�ZLWKRXW�FOLQLFDO�V\PSWRPV�
�GLIIHUHQFHV�LQ�PW'1$��ODFWDWH�OHYHOV��HFKRFDUGLRJUDSKLF�DEQRUPDOLWLHV��
DQG�KHPDWRORJLF�SDUDPHWHUV��DPRQJ�LQIDQWV�ZLWK�SHULQDWDO�$59�H[SRVXUH�
FRPSDUHG�ZLWK�XQH[SRVHG�LQIDQWV��3HGLDWULFV�������������H������-�,QIHFW�
'LV������������������(QYLURQ�0RO�0XWDJHQ�������������������(QYLURQ�
0RO�0XWDJHQ�������������������$,'6�������������������-�,QIHFW�'LV�
������������������-�$P�&ROO�&DUGLRO��������������7KH�FOLQLFDO�VLJQLILFDQFH�
RI�WKHVH�ODERUDWRU\�ILQGLQJV�LV�XQFOHDU��(YHQ�LI�DQ�DVVRFLDWLRQ�LV�PRUH�
FOHDUO\�GHPRQVWUDWHG��WKH�GHYHORSPHQW�RI�VHYHUH�RU�IDWDO�PLWRFKRQGULDO�
GLVHDVH�DSSHDUV�WR�EH�H[WUHPHO\�UDUH�DQG�WKH�EHQHILW�RI�UHGXFHG�SHULQDWDO�
WUDQVPLVVLRQ�LV�WKRXJKW�WR�FOHDUO\�RXWZHLJK�WKH�ULVN��0LWRFKRQGULDO�G\VIXQFWLRQ�
VKRXOG�EH�FRQVLGHUHG�LQ�XQLQIHFWHG�FKLOGUHQ�ZLWK�SHULQDWDO�$59�H[SRVXUH�ZKR�
SUHVHQW�ZLWK�VHYHUH�FOLQLFDO�ILQGLQJV�RI�XQNQRZQ�HWLRORJ\��SDUWLFXODUO\�QHXURORJLF�
ILQGLQJV��&XUUHQW�UHFRPPHQGDWLRQV�FDOO�IRU�ORQJ�WHUP�FOLQLFDO�IROORZ�XS�IRU�DQ\�
FKLOG�ZLWK�LQ�XWHUR�H[SRVXUH�WR�$59V�

+HSDWRWR[LFLW\�DQG�RU�VNLQ�UDVK��$OWKRXJK�DOO�$59�GUXJV�PD\�FDXVH�OLYHU�
WR[LFLW\��VSHFLDO�FRQFHUQV�KDYH�EHHQ�UDLVHG�UHJDUGLQJ�WKH�XVH�RI�193��6HYHUDO�
VWXGLHV�KDYH�GHPRQVWUDWHG�DQ�LQFUHDVHG�ULVN�RI�GHYHORSLQJ�V\PSWRPDWLF��RIWHQ�
UDVK�DVVRFLDWHG��193�UHODWHG�KHSDWRWR[LFLW\�DPRQJ�ZRPHQ��SDUWLFXODUO\�WKRVH�
ZLWK�&'���FHOO�FRXQWV�!����PP���-�$FTXLU�,PPXQH�'HILF�6\QGU��������������
&OLQ�,QIHFW�'LV��������������-�$FTXLU�,PPXQH�'HILF�6\QGU���������6�����
'HDWKV�IURP�KHSDWLF�IDLOXUH�KDYH�EHHQ�UHSRUWHG�LQ�SUHJQDQW�ZRPHQ�WDNLQJ�
$59�UHJLPHQV�WKDW�LQFOXGH�193��-�$FTXLU�,PPXQH�'HILF�6\QGU��������������
+,9�0HG��������������,Q�JHQHUDO��LQ�FRQWUROOHG�FOLQLFDO�WULDOV��KHSDWLF�HYHQWV��
UHJDUGOHVV�RI�VHYHULW\��KDYH�RFFXUUHG�LQ�������UDQJH���²�������RI�SDWLHQWV�
RQ�193�DQG�VHYHUH�RU�OLIH�WKUHDWHQLQJ�UDVK�KDV�RFFXUUHG�LQ�DSSUR[LPDWHO\�
���RI�SDWLHQWV�WDNLQJ�193��9LUDPXQH�SDFNDJH�LQVHUW��5LGJHILHOG��&7��
%RHKULQJHU�,QJHOKHLP�3KDUPDFHXWLFDOV��,QF���������KWWS���ELGRFV�ERHKULQJHU�
LQJHOKHLP�FRP�%,:HE$FFHVV�9LHZ6HUYOHW�VHU"GRF%DVH UHQHWQW	IROGHU3DWK �
3UHVFULELQJ�,QIRUPDWLRQ�3,V�9LUDPXQH�9LUDPXQH�SGI��$FFHVVHG������������

,Q�D�UHFHQW�DQDO\VLV�RI�WZR�PXOWL�FHQWHU�SURVSHFWLYH�FRKRUWV��SUHJQDQF\�LWVHOI�
ZDV�D�ULVN�IDFWRU�IRU�OLYHU�HQ]\PH�HOHYDWLRQV��55����������&,�����²�����EXW�
193�XVH�ZDV�QRW��UHJDUGOHVV�RI�SUHJQDQF\�VWDWXV��$,'6������������������
1HYHUWKHOHVV��EHFDXVH�VRPH�RI�WKH�HDUO\�V\PSWRPV�RI�KHSDWRWR[LFLW\�DUH�
UHODWLYHO\�QRQVSHFLILF�DQG�FDQ�EH�FRQIXVHG�ZLWK�FRPPRQ�V\PSWRPV�GXULQJ�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

SUHJQDQF\��FDUH�SURYLGHUV�VKRXOG�EH�DZDUH�RI�SRWHQWLDO�OLYHU�WR[LFLW\�ZLWK�
RU�ZLWKRXW�UDVK�LI�193�LV�XVHG�LQ�SUHJQDQF\�DQG�VKRXOG�FRQGXFW�IUHTXHQW�
DQG�FDUHIXO�PRQLWRULQJ�RI�FOLQLFDO�V\PSWRPV�DQG�OLYHU�HQ]\PHV��L�H���$/7�DQG�
$67���SDUWLFXODUO\�GXULQJ�WKH�ILUVW����ZHHNV�RI�WKHUDS\��193�VKRXOG�EH�XVHG�
RQO\�DV�D�FRPSRQHQW�RI�D�FRPELQDWLRQ�UHJLPHQ�ZKHQ�$57�LV�EHLQJ�LQLWLDWHG�
LQ�ZRPHQ�ZLWK�&'���FHOO�FRXQWV�!����FHOOV�PP��LI�WKH�EHQHILW�FOHDUO\�
RXWZHLJKV�WKH�ULVN��,Q�SDWLHQWV�ZLWK�SUH�H[LVWLQJ�OLYHU�GLVHDVH��PRQLWRULQJ�
VKRXOG�EH�SHUIRUPHG�PRUH�IUHTXHQWO\�ZKHQ�LQLWLDWLQJ�WKHUDS\�DQG�PRQWKO\�
WKHUHDIWHU��6HPLQ�/LYHU�'LV������������������/LYHU�HQ]\PH�OHYHOV�VKRXOG�EH�
FKHFNHG�LQ�DOO�ZRPHQ�ZKR�GHYHORS�D�UDVK�ZKLOH�WDNLQJ�193��3DWLHQWV�ZKR�
GHYHORS�VXJJHVWLYH�FOLQLFDO�V\PSWRPV�DFFRPSDQLHG�E\�HOHYDWLRQ�LQ�VHUXP�
WUDQVDPLQDVH�OHYHOV��$/7�DQG�RU�$67��RU�ZKR�KDYH�DV\PSWRPDWLF�EXW�VHYHUH�
OLYHU�HQ]\PH�HOHYDWLRQV��L�H���PRUH�WKDQ��;�WKH�XSSHU�OLPLW�RI�QRUPDO��VKRXOG�
VWRS�193�DQG�VKRXOG�QRW�WDNH�193�LQ�WKH�IXWXUH��+HSDWLF�WR[LFLW\�KDV�QRW�
EHHQ�VHHQ�LQ�ZRPHQ�UHFHLYLQJ�VLQJOH�GRVH�193�GXULQJ�ODERU�IRU�SUHYHQWLRQ�
RI�SHULQDWDO�WUDQVPLVVLRQ�RI�+,9��'UXJ�6DI������������������:RPHQ�ZKR�
HQWHU�SUHJQDQF\�RQ�193�FRQWDLQLQJ�UHJLPHQV�DQG�DUH�WROHUDWLQJ�WKHP�ZHOO�
PD\�FRQWLQXH�WKHUDS\��UHJDUGOHVV�RI�&'���FHOO�FRXQW�

$QHPLD��6HYHUDO�$59V��DQG�='9�LQ�SDUWLFXODU��PD\�FDXVH�ERQH�PDUURZ�
VXSSUHVVLRQ�DQG�UHVXOW�LQ�DQHPLD��3UHJQDQW�ZRPHQ�DUH�DW�LQFUHDVHG�ULVN�IRU�
DQHPLD�EHFDXVH�RI�LQFUHDVHG�GHPDQGV�RQ�QXWULWLRQDO�VWRUHV��LQFOXGLQJ�LURQ�DQG�
IROLF�DFLG��WKH�DGGLWLRQ�RI�$59�UHJLPHQV�WKDW�LQFOXGH�='9�PD\�H[DFHUEDWH�
DQHPLD��1XWULWLRQDO�FRXQVHOLQJ��DORQJ�ZLWK�LURQ�DQG�IRODWH�VXSSOHPHQWDWLRQ��
VKRXOG�EH�SURYLGHG�WR�HQVXUH�DGHTXDWH�LQWDNH�RI�RWKHU�QXWULHQWV��$GPLQLVWUDWLRQ�
RI�='9�LV�XVXDOO\�DVVRFLDWHG�ZLWK�PDFURF\WRVLV��:KHQ�HYDOXDWLQJ�DQHPLD�LQ�D�
SUHJQDQW�ZRPDQ�ZKR�LV�WDNLQJ�='9��WKH�SUHVHQFH�RI�PDFURF\WRVLV�VKRXOG�QRW�
H[FOXGH�FRQVLGHUDWLRQ�DQG�HYDOXDWLRQ�RI�FDXVHV�RI�DQHPLD�XVXDOO\�UHVXOWLQJ�
LQ�PLFURF\WLF�RU�QRUPRF\WLF�UHG�EORRG�FHOO�LQGLFHV��QRU�VKRXOG�WKH�SUHVHQFH�
RI�PDFURF\WRVLV�UHVXOW�LQ�DQ�DVVXPSWLRQ�RI�PRUH�W\SLFDO�FDXVHV�RI�PDFURF\WLF�
DQHPLD��VXFK�DV�IRODWH�RU�%���GHILFLHQF\��'HSHQGLQJ�RQ�VHYHULW\��DQHPLD�
VKRXOG�EH�WUHDWHG�DQG�D�QRQ�='9�FRQWDLQLQJ�UHJLPHQ�PD\�EH�FRQVLGHUHG�

*XLGHOLQHV�IRU�$QWHSDUWXP�&DUH

+LVWRU\�DQG�3K\VLFDO�([DPLQDWLRQ

7KH�IROORZLQJ�LV�WKH�NH\�LQIRUPDWLRQ�WKDW�VKRXOG�EH�REWDLQHG�IURP�WKH�LQLWLDO�
DQG�IROORZ�XS�KLVWRU\�DQG�SK\VLFDO�HYDOXDWLRQ�IRU�WKH�+,9�LQIHFWHG�SUHJQDQW�
ZRPDQ��&HUWDLQ�V\PSWRPV�RI�+,9�GLVHDVH��$59�WR[LFLW\��DQG�QRUPDO�RU�
DEQRUPDO�SUHJQDQF\�PD\�RYHUODS��UHVXOWLQJ�LQ�SRVVLEOH�GHOD\V�LQ�DSSURSULDWH�
GLDJQRVLV�DQG�PDQDJHPHQW���6HH�DOVR�&KDSWHU����3ULPDU\�0HGLFDO�&DUH��

+,9�+LVWRU\

��'DWH�RI�GLDJQRVLV
��+LVWRU\�RI�+,9�UHODWHG�V\PSWRPV��2,V��RU�PDOLJQDQFLHV
��&'���FHOO�FRXQW�QDGLU�DQG�FXUUHQW�YDOXH
��&XUUHQW�DQG�KLJKHVW�9/
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��5HVXOWV�RI�DQ\�SULRU�GUXJ�UHVLVWDQFH�WHVWLQJ
��&RPSOHWH�$59�KLVWRU\��LQFOXGLQJ�VSHFLILF�GUXJV��VLGH�HIIHFWV�RU�WR[LFLW\��OHQJWK�RI�
WUHDWPHQW��DGKHUHQFH��UHVSRQVH�WR�WUHDWPHQW��DQG�UHDVRQV�IRU�DQ\�FKDQJHV
��3DUWQHU·V�+,9�VWDWXV
��'LVFORVXUH�RI�+,9�VWDWXV��WR�ZKRP

3UHJQDQF\�+LVWRU\

��3UHYLRXV�SUHJQDQFLHV�DQG�RXWFRPHV
��3UHJQDQF\�FRPSOLFDWLRQV
��0RGH�V��RI�GHOLYHU\
��8VH�RI�$59�SURSK\OD[LV�RU�$57�LQ�SUHYLRXV�SUHJQDQF\�LHV�
��+,9�VWDWXV�RI�RWKHU�FKLOGUHQ

)DPLO\�+LVWRU\

��5HOHYDQW�IDPLO\�KLVWRU\�RI�SRVVLEOH�KHULWDEOH�GLVHDVHV

6LJQV�DQG�6\PSWRPV�RI�+,9�$,'6��LQLWLDO�DQG�IROORZ�XS�YLVLWV�

��*HQHUDOL]HG�O\PSKDGHQRSDWK\
��7KUXVK
��&RQVWLWXWLRQDO�V\PSWRPV��VXFK�DV�IHYHU�������&��RU�GLDUUKHD�!��PR
��+HUSHV�]RVWHU�LQYROYLQJ���HSLVRGHV�RU�!��GHUPDWRPH
��3HULSKHUDO�QHXURSDWK\
��:DVWLQJ
��'\VSKDJLD
��'\VSQHD
��3HUVLVWHQW�PXFRFXWDQHRXV�KHUSHWLF�XOFHUDWLRQV
��&RJQLWLYH�G\VIXQFWLRQ

6LJQV�DQG�6\PSWRPV�RI�3UHJQDQF\�5HODWHG�&RPSOLFDWLRQV

��(OHYDWHG�EORRG�SUHVVXUH
��6LJQLILFDQW�HGHPD
��6HYHUH�KHDGDFKH
��9DJLQDO�EOHHGLQJ�RU�IOXLG�OHDNDJH
��,QWUDFWDEOH�QDXVHD�DQG�YRPLWLQJ
��'\VXULD
��$EQRUPDO�YDJLQDO�GLVFKDUJH
��3HUVLVWHQW�DEGRPLQDO�RU�EDFN�SDLQ�RU�FUDPSLQJ
��'HFUHDVHG�IHWDO�PRYHPHQW

6LJQV�RU�6\PSWRPV�RI�$59�7R[LFLW\

��1DXVHD�YRPLWLQJ
��$EGRPLQDO�SDLQ
��-DXQGLFH
��([WUHPH�IDWLJXH
��6NLQ�UDVK

/DERUDWRU\�([DPLQDWLRQ

5HFRPPHQGHG�ODERUDWRU\�HYDOXDWLRQV�IRU�+,9�LQIHFWHG�SUHJQDQW�ZRPHQ�
DUH�OLVWHG�LQ�7DEOH�����
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��&RQVLGHU�H[WHQGLQJ�WHVW�LQWHUYDO�WR�HYHU\���PR�IRU�
SDWLHQWV�ZKR�DUH�DGKHUHQW�WR�WKHUDS\��ZLWK�VXVWDLQHG�YLUDO�
VXSSUHVVLRQ�DQG�VWDEOH�FOLQLFDO�VWDWXV�!�²��\

+,9�51$ ��$W�EDVHOLQH
���²��ZN�DIWHU�LQLWLDWLQJ�RU�FKDQJLQJ�$57��VKRXOG�VHH�
GHFUHDVH�E\�PLQLPXP�RI���ORJ����FRSLHV�P/�E\���PR�DIWHU�
VWDUW�RI�SRWHQW�UHJLPHQ�
��0RQWKO\�XQWLO�51$�OHYHOV�DUH�XQGHWHFWDEOH
��$W�OHDVW�HYHU\���PR�GXULQJ�SUHJQDQF\
��$W����ZN�WR�GHWHUPLQH�PRGH�RI�GHOLYHU\
��0RUH�IUHTXHQWO\�LI�DGKHUHQFH�LV�D�FRQFHUQ

$59�UHVLVWDQFH�
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��$W�EDVHOLQH�ZLWK�9/�!���²�����F�P/��ZKHWKHU�$59�QDwYH�
RU�FXUUHQWO\�RQ�WKHUDS\
��5HSHDW�ZLWK�YLURORJLF�IDLOXUH
��*HQRW\SLF�WHVWLQJ�SUHIHUUHG�RYHU�SKHQRW\SLF

&%& ��$W�EDVHOLQH
��5HSHDW��DW�OHDVW��HYHU\�WULPHVWHU�LQ�ZRPHQ�RQ�VWDEOH�$59�
UHJLPHQ
��&RQVLGHU�PRUH�IUHTXHQW�WHVWLQJ�LI�PDUURZ�WR[LF�GUXJV��H�J���
='9��DUH�XVHG�RU�ZLWK�DQHPLD

/LYHU�HQ]\PHV ��$W�EDVHOLQH
��5HSHDW�DW�OHDVW�HYHU\�WULPHVWHU�LQ�ZRPHQ�RQ�VWDEOH�$59�
UHJLPHQ
��0RUH�IUHTXHQW�PRQLWRULQJ�ZLWK�LQLWLDWLRQ�RI�193�RU�ZLWK�
FOLQLFDO�VLJQV�V\PSWRPV�RI�KHSDWRWR[LFLW\
��5HSHDW�DV�LQGLFDWHG�ZLWK�DEQRUPDO�UHVXOWV�RU�XVH�RI�RWKHU�
KHSDWRWR[LF�GUXJV

(OHFWURO\WHV��%81��
FUHDWLQLQH

��$W�EDVHOLQH
��5HSHDW�DV�LQGLFDWHG�ZLWK�DEQRUPDO�UHVXOWV�RU�XVH�RI�
SRWHQWLDOO\�QHSKURWR[LF�GUXJV

8ULQDO\VLV��
FDOFXODWHG�
FUHDWLQLQH�FOHDUDQFH

��$W�EDVHOLQH�LQ�QHZO\�GLDJQRVHG�SDWLHQWV�DQG�WKRVH�QRW�
SUHYLRXVO\�HYDOXDWHG��LQ�%ODFN�SDWLHQWV�DQG�LQ�WKRVH�ZLWK�
DGYDQFHG�+,9�RU�FRPRUELG�FRQGLWLRQV
��&RQVLGHU�SULRU�WR�LQLWLDWLQJ�UHJLPHQV�FRQWDLQLQJ�7')�RU�,'9

6\SKLOLV�VHURORJ\ ��$W�EDVHOLQH
��5HSHDW��DV�QRWHG�EHORZ��RQ�WKH�EDVLV�RI�JHVWDWLRQDO�DJH
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��+%V$J
��+%F$E
��+%V$E
��+&9�$E
��+$9�$E

��,QLWLDWH�+%9�YDFFLQH�VHULHV�LI�QHJDWLYH�IRU�+%V$J��+%F$E��
DQG�+%V$E
��,QLWLDWH�+$9�YDFFLQDWLRQ�LI�QHJDWLYH�+$9�$E��SDUWLFXODUO\�LQ�
WKH�VHWWLQJ�RI�+%9�RU�+&9�,QIHFWLRQ
��,I�DQWL�+&9���RUGHU�+&9�51$
��&RQVLGHU�+&9�51$�ZLWK�QHJDWLYH�+&9�$E�ZLWK�ULVN�IDFWRUV�
IRU�+&9�RU�XQH[SODLQHG�OLYHU�HQ]\PH�DEQRUPDOLWLHV��
HVSHFLDOO\�ZLWK�&'���FHOO�FRXQW������PP�

5XEHOOD��EORRG�W\SH�
DQG�5K��DQWLERG\�
VFUHHQ��XULQH�FXOWXUH��
*&�FKODP\GLD��3DS�
VPHDU

��$W�EDVHOLQH
��5HSHDW�DQWLERG\�VFUHHQ��DV�QRWHG�EHORZ��RQ�WKH�EDVLV�RI�
JHVWDWLRQDO�DJH
��5HSHDW�XULQH�FXOWXUH�DV�QHHGHG�ZLWK�V\PSWRPV
��5HSHDW�*&�FKODP\GLD��DV�QRWHG�EHORZ��RQ�WKH�EDVLV�
RI�JHVWDWLRQDO�DJH��DV�QHHGHG�ZLWK�VLJQV�V\PSWRPV�RI�
LQIHFWLRQ��RU�RQ�WKH�EDVLV�RI�ULVN�IDFWRUV
��&\WREUXVK�FDQ�EH�XVHG�IRU�3DS�VPHDU�GXULQJ�SUHJQDQF\

33'�RU�LQWHUIHURQ�
JDPPD�UHOHDVH�
DVVD\

��3RVLWLYH�VNLQ�WHVW� ����PP�LQGXUDWLRQ
��$QHUJ\�WHVWLQJ�QRW�LQGLFDWHG�DQG�SULRU�%&*�YDFFLQDWLRQ�QRW�
FRQWUDLQGLFDWLRQ�WR�VNLQ�WHVWLQJ
��3RVLWLYH�UHVXOWV��REWDLQ�&;5�DQG�RWKHU�HYDOXDWLRQ�WR�UXOH�RXW�
DFWLYH�7%
��&RQVLGHU�UHSHDW�WHVWLQJ�LI�UHFHQW�7%�H[SRVXUH

+HPRJORELQ�
HOHFWURSKRUHVLV��UHG�
EORRG�FHOO�LQGLFHV

��3HUIRUP�LQ�ZRPHQ�DW�LQFUHDVHG�ULVN�IRU�KHPRJORELQRSDWKLHV

*�3' ��&RQVLGHU�VFUHHQLQJ�ZRPHQ�ZLWK�SUHGLVSRVLQJ�UDFLDO�HWKQLF�
EDFNJURXQG��H�J���%ODFN��0LGGOH�(DVWHUQ��EHIRUH�UHFHLYLQJ�
R[LGDQW�GUXJV��H�J���GDSVRQH��VXOIRQDPLGHV�

&09�,J* ��&RQVLGHU�EDVHOLQH�VHURORJ\�LQ�SDWLHQWV�DW�ORZ�ULVN�IRU�&09�
�QRQ�,'8�

7R[RSODVPRVLV�,J* ��6FUHHQ�DOO�SDWLHQWV�ZLWK�LQLWLDO�+,9�GLDJQRVLV
��5HSHDW�ZLWK�&'���FHOO�FRXQW������PP��LI�QRW�RQ�703�60=��
RU�ZLWK�V\PSWRPV�VXJJHVWLYH�RI�WR[RSODVPLF�HQFHSKDOLWLV

9DULFHOOD�]RVWHU�
YLUXV�,J*

��&RQVLGHU�LI�QR�KLVWRU\�RI�FKLFNHQ�SR[�RU�VKLQJOHV
��&RQVLGHU�IRU�SRVW�H[SRVXUH�SURSK\OD[LV�FRQVLGHUDWLRQV

8ULQH�WR[LFRORJ\�
VFUHHQ

��$V�LQGLFDWHG�RQ�WKH�EDVLV�RI�SDWLHQW�KLVWRU\��VLJQV�V\PSWRPV��
DQG�ORFDO�SURWRFROV

6HUXP�VFUHHQLQJ�IRU�
7D\�6DFKV�GLVHDVH

��&RQVLGHU�VFUHHQLQJ�ERWK�SDUWQHUV�LI�DW�LQFUHDVHG�ULVN��L�H���
$VKNHQD]L�-HZLVK��)UHQFK�&DQDGLDQ��RU�&DMXQ�GHVFHQW�

%DFWHULDO�YDJLQRVLV�
VFUHHQLQJ

��3HUIRUP�LI�VLJQV�V\PSWRPV�RI�YDJLQLWLV

8OWUDVRXQG ��3HUIRUP�LQ�ILUVW�WULPHVWHU�IRU�FRQILUPDWLRQ�RI�JHVWDWLRQDO�DJH
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1XFKDO�WUDQVOXFHQF\��
3$33�$��IUHH�RU�
WRWDO�EHWD�K&*

��9ROXQWDU\��UHTXLUHV�FRXQVHOLQJ
��6FUHHQLQJ�IRU�'RZQ�V\QGURPH��DEQRUPDO�UHVXOW�UHTXLUHV�
IXUWKHU�HYDOXDWLRQ

$W���²���:HHNV

8OWUDVRXQG ��$QRPDO\�VFUHHQ
��5HSHDW�DV�LQGLFDWHG�WR�PRQLWRU�IHWDO�JURZWK

0DWHUQDO�VHUXP�
DOSKD�IHWRSURWHLQ

��9ROXQWDU\��UHTXLUHV�FRXQVHOLQJ
��6FUHHQLQJ�WHVW�IRU�QHXUDO�WXEH�DQG�DEGRPLQDO�ZDOO�GHIHFWV
��$EQRUPDO�UHVXOW��XVXDOO\�!����PXOWLSOH�RI�WKH�PHGLDQ��
UHTXLUHV�IXUWKHU�HYDOXDWLRQ

4XDGUXSOH�VFUHHQ�
�K&*��XQFRQMXJDWHG�
HVWULRO��06$)3��
,QKLELQ�$��

��9ROXQWDU\��UHTXLUHV�FRXQVHOLQJ
��1RQLQYDVLYH�WHVW�WR�GHWHUPLQH�ULVN�RI�QHXUDO�WXEH�DQG�
DEGRPLQDO�ZDOO�GHIHFWV��'RZQ�V\QGURPH��DQG�WULVRP\���
��$EQRUPDO�UHVXOW�UHTXLUHV�IXUWKHU�HYDOXDWLRQ

$W���²���ZHHNV

&%&��V\SKLOLV�VHURORJ\��DQWLERG\�VFUHHQ

'LDEHWHV�VFUHHQ ��*OXFRVH���K�DIWHU����J�*OXFROD�����K�RUDO�*77�LI�DEQRUPDO�
�DQ�DOWHUQDWLYH�VFUHHQ�LV�D�´RQH�VWHSµ����J�RUDO�*77��
UHFHQWO\�HQGRUVHG�IRU�QRQ�+,9�LQIHFWHG�SUHJQDQW�ZRPHQ�
E\�WKH�$PHULFDQ�'LDEHWHV�$VVRFLDWLRQ�DQG�WKH�,QWHUQDWLRQDO�
$VVRFLDWLRQ�RI�3UHJQDQF\�6WXG\�*URXSV�>$P�-�2EVWHW�
*\QHFRO������������������H���'LDEHWHV�&DUH�������
���������@��
��&RQVLGHU�HDUOLHU�VFUHHQLQJ�LQ�ZRPHQ�ZLWK�RQJRLQJ�3,�EDVHG�
WKHUDS\�LQLWLDWHG�SULRU�WR�SUHJQDQF\�RU�RWKHU�KLJK�ULVN�
IDFWRUV�IRU�JOXFRVH�LQWROHUDQFH�

$W���²���ZHHNV

*&�FKODP\GLD�
WHVWLQJ

*URXS�%�
VWUHSWRFRFFXV�
FXOWXUH�²���²���
ZN��YDJLQDO�DQG�
UHFWDO

��5HFRPPHQG�LQWUDSDUWXP�FKHPRSURSK\OD[LV�ZLWK�,9�3&1�*�
�����PLOOLRQ�XQLWV�T���K��LI�SRVLWLYH��RU�LI�*%6�EDFWHULXULD�
GXULQJ�FXUUHQW�SUHJQDQF\�RU�ZLWK�SUHYLRXV�LQIDQW�ZLWK�
LQYDVLYH�*%6�GLVHDVH
��,I�XQNQRZQ�*%6�VWDWXV��,3�SURSK\OD[LV��ZLWK�GHOLYHU\�����
ZN�JHVWDWLRQ��PHPEUDQH�UXSWXUH�����K��RU�,3�WHPSHUDWXUH�
�������)������&�RU�SRVLWLYH�LQWUDSDUWXP�*%6�QXFOHLF�
DFLG�DPSOLILFDWLRQ�WHVW��$&2*�3UDFWLFH�%XOOHWLQ�1R�������
$SULO�������$YDLODEOH�DW�KWWS���ZZZ�DFRJ�RUJ�5HVRXUFHVB
$QGB3XEOLFDWLRQV�&RPPLWWHHB2SLQLRQV�&RPPLWWHHBRQB
2EVWHWULFB3UDFWLFH�3UHYHQWLRQBRIB(DUO\�2QVHWB*URXSB%B
6WUHSWRFRFFDOB'LVHDVHBLQB1HZERUQV��$FFHVVHG�����������

+,9�51$ ��5HVXOWV�PD\�LQIOXHQFH�GHFLVLRQV�DERXW�PRGH�RI�GHOLYHU\
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2WKHU�&RQVLGHUDWLRQV

+/$�%���� ��2EWDLQ�SULRU�WR�VWDUWLQJ�$%&

&RUHFHSWRU�WURSLVP�
DVVD\

��2EWDLQ�SULRU�WR�SUHVFULELQJ�&&5��HQWU\�LQKLELWRU

6HUXP�ODFWDWH��
HOHFWURO\WHV��OLYHU�
HQ]\PHV��FRQVLGHU�
DQLRQ�JDS��&3.��
DP\ODVH��OLSDVH

��6LJQV�RU�V\PSWRPV�VXJJHVW�SRVVLEOH�ODFWLF�DFLGRVLV�LQ�VHWWLQJ�
RI�157,�WKHUDS\��HVSHFLDOO\�LI�ORQJ�WHUP

)DVWLQJ�OLSLG�SURILOH ��0D\�GHOD\�XQWLO�SRVWSDUWXP��XQOHVV�EDVHOLQH�KLVWRU\�RI�
K\SHUOLSLGHPLD�����WUHDWPHQW
��,I�REWDLQHG��VXEVHTXHQW�PHDVXUHPHQWV�RQ�WKH�EDVLV�RI�
KLVWRU\�DQG�LQLWLDO�UHVXOWV

/LYHU�HQ]\PHV�
�$/7��$67�

��:LWK�LQLWLDWLRQ�RI�193��GRHV�QRW�DSSO\�WR�VLQJOH�GRVH�
SURSK\ODFWLF�WKHUDS\�LQ�ODERU���T���ZN�GXULQJ�PR����PRQWKO\�
WKURXJK�PR����HYHU\��²��PR�WKHUHDIWHU��0RUH�IUHTXHQWO\�LQ�
SDWLHQWV�ZLWK�SUH�H[LVWLQJ�OLYHU�GLVHDVH�

7\SH�VSHFLILF�+69�
VHURORJ\

��0D\�EH�XVHIXO�WR�LGHQWLI\�ZRPHQ�DW�ULVN�IRU�+69�DQG�WR�
JXLGH�FRXQVHOLQJ��HVSHFLDOO\�LI�VH[XDO�SDUWQHU�KDV�+69�
LQIHFWLRQ

1RWH��$OO�DEEUHYLDWLRQV�DUH�GHILQHG�LQ�WKH�OLVW�RI�$EEUHYLDWLRQV�DQG�$FURQ\PV��S��L[
�6HURSUHYDOHQFH�&09�,J*�LQ�86�DGXOWV�LV���²�����,'8�SDWLHQWV�����
��$FFXUDWH�JHVWDWLRQDO�DJH�LV�HVVHQWLDO�IRU�LQWHUSUHWDWLRQ

$QWHSDUWXP�)HWDO�6XUYHLOODQFH�DQG�7HVWLQJ

7KH�JHQHUDO�SXUSRVH�RI�DQWHSDUWXP�IHWDO�VXUYHLOODQFH�DQG�WHVWLQJ�LV�WR�LGHQWLI\�
IHWDO�DEQRUPDOLWLHV�RU�FRPSURPLVH�VR�WKDW�DSSURSULDWH�LQWHUYHQWLRQV�FDQ�EH�
XQGHUWDNHQ�WR�RSWLPL]H�IHWDO�KHDOWK�DQG�SUHYHQW�IHWDO�GDPDJH�RU�GHDWK��,Q�
VRPH�LQVWDQFHV��WKH�SXUSRVH�LV�WR�DLG�LQ�GHFLVLRQV�UHJDUGLQJ�FRQWLQXDWLRQ�RI�WKH�
SUHJQDQF\�YHUVXV�HDUO\�GHOLYHU\��$&2*�3UDFWLFH�%XOOHWLQ�1R�����,QW�-�*\QDHFRO�
2EVWHW�����������������UHDIILUPHG�������
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SUHJQDQF\��+,9�LQIHFWLRQ�SHU�VH�LV�QRW�DQ�LQGLFDWLRQ�IRU�IHWDO�WHVWLQJ��
KRZHYHU��IHWDO�VXUYHLOODQFH�VKRXOG�EH�SHUIRUPHG�LQ�+,9�LQIHFWHG�ZRPHQ�
ZLWK�FRPRUELGLWLHV�WKDW�PD\�LQFUHDVH�IHWDO�ULVN��)XUWKHUPRUH��+,9�LQIHFWLRQ��
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ZRPHQ�RQ�$57��SDUWLFXODUO\�ZKHQ�WKH�PRWKHU·V�UHJLPHQ�FRQWDLQV�QHZHU�
DJHQWV�ZLWK�ZKLFK�WKHUH�LV�OLWWOH�H[SHULHQFH�LQ�SUHJQDQF\��8OWLPDWHO\��WKH�
QHHG�IRU�IHWDO�VXUYHLOODQFH�VKRXOG�EH�GHWHUPLQHG�FDVH�E\�FDVH�

)HWDO�VXUYHLOODQFH�WHFKQLTXHV�LQFOXGH�WKH�IROORZLQJ�

�� )HWDO�PRYHPHQW�DVVHVVPHQW��$OVR�NQRZQ�DV�NLFN�FRXQWV��WKH�SHUFHSWLRQ�
RI����GLVWLQFW�PRYHPHQWV�LQ�D�SHULRG�RI�XS�WR���KRXUV�LV�UHDVVXULQJ�

��1RQVWUHVV�WHVW��167���$�UHDFWLYH�RU�UHDVVXULQJ�UHVXOW�LV�GHILQHG�DV�WZR�
RU�PRUH�IHWDO�KHDUW�UDWH�DFFHOHUDWLRQV��DW�OHDVW����EHDWV�PLQXWH�DERYH�
EDVHOLQH�DQG�ODVWLQJ�DW�OHDVW����VHFRQGV�RQ�D�IHWDO�PRQLWRU��ZLWKLQ�D�
���PLQXWH�SHULRG�

��&RQWUDFWLRQ�VWUHVV�WHVW��&67���$�QHJDWLYH�RU�UHDVVXULQJ�UHVXOW�LV�WKH�
DEVHQFH�RI�ODWH�RU�VLJQLILFDQW�YDULDEOH�IHWDO�KHDUW�UDWH�GHFHOHUDWLRQV�
ZLWK�DW�OHDVW�WKUHH�FRQWUDFWLRQV��ODVWLQJ�DW�OHDVW����VHFRQGV��ZLWKLQ�
���PLQXWHV�

��%LRSK\VLFDO�SURILOH��&RQVLVWV�RI�DQ�167�FRPELQHG�ZLWK�REVHUYDWLRQV�RI�
IHWDO�EUHDWKLQJ��IHWDO�PRYHPHQWV��IHWDO�WRQH��DQG�DPQLRWLF�IOXLG�YROXPH�
E\�UHDO�WLPH�XOWUDVRQRJUDSK\��(DFK�FRPSRQHQW�LV�DVVLJQHG�D�VFRUH�RI���
�QRUPDO�RU�SUHVHQW��RU����DEQRUPDO�RU�DEVHQW���D�FRPSRVLWH�VFRUH�RI���
RU����LV�QRUPDO�

��0RGLILHG�ELRSK\VLFDO�SURILOH��&RPELQHV�167�DQG�DPQLRWLF�IOXLG�LQGH[�
�$),���ZKLFK�LV�WKH�VXP�RI�PHDVXUHPHQWV�RI�WKH�GHHSHVW�DPQLRWLF�IOXLG�
SRFNHW�LQ�HDFK�DEGRPLQDO�TXDGUDQW��QRUPDO�$),�LV�!��FP��7KLV�WHVW�
FRPELQHV�D�VKRUW�WHUP�LQGLFDWRU�RI�IHWDO�DFLG�EDVH�VWDWXV��167��DQG�DQ�
LQGLFDWRU�RI�ORQJ�WHUP�SODFHQWDO�IXQFWLRQ��$),���SODFHQWDO�G\VIXQFWLRQ�
RIWHQ�OHDGV�WR�SRRU�IHWDO�JURZWK�DQG�ROLJRK\GUDPQLRV�

��8PELOLFDO�DUWHU\�'RSSOHU�YHORFLPHWU\��(YDOXDWLRQ�RI�IORZ�YHORFLW\�ZDYH�
IRUPV�LQ�WKH�XPELOLFDO�DUWHU\��ZKLFK�LV�FKDUDFWHUL]HG�E\�KLJK�YHORFLW\�
GLDVWROLF�IORZ�LQ�D�QRUPDOO\�GHYHORSLQJ�IHWXV��7KLV�WHFKQLTXH�LV�EHQHILFLDO�
RQO\�LQ�SUHJQDQFLHV�FRPSOLFDWHG�E\�LQWUDXWHULQH�JURZWK�UHVWULFWLRQ�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

$OWKRXJK�GDWD�IURP�UDQGRPL]HG�FOLQLFDO�WULDOV�DUH�ODFNLQJ��DQWHSDUWXP�IHWDO�
VXUYHLOODQFH�KDV�EHHQ�FRQVLVWHQWO\�DVVRFLDWHG�ZLWK�ORZHU�UDWHV�RI�IHWDO�GHDWK�
ZKHQ�FRPSDUHG�ZLWK�UDWHV�DPRQJ�XQWHVWHG�SUHJQDQFLHV�IURP�WKH�VDPH�
LQVWLWXWLRQ�RU�DPRQJ�KLVWRULF�FRQWUROV�ZLWK�VLPLODU�FRPSOLFDWLQJ�IDFWRUV��7HVWLQJ�
VKRXOG�EH�LQLWLDWHG�DW���²���ZHHNV·�JHVWDWLRQ��EXW�PD\�EH�VWDUWHG�DV�HDUO\�
DV���²���ZHHNV·�JHVWDWLRQ�LQ�YHU\�KLJK�ULVN�SUHJQDQFLHV��:KHQ�WKH�FRQGLWLRQ�
SURPSWLQJ�WHVWLQJ�SHUVLVWV��WHVWLQJ�VKRXOG�EH�UHSHDWHG�SHULRGLFDOO\��ZHHNO\�
RU��LQ�VRPH�FDVHV��WZLFH�ZHHNO\��XQWLO�GHOLYHU\��)HWDO�UHHYDOXDWLRQ�VKRXOG�DOVR�
EH�UHSHDWHG�LI�WKH�PRWKHU·V�PHGLFDO�FRQGLWLRQ�GHWHULRUDWHV�VLJQLILFDQWO\�RU�LI�
WKHUH�LV�DQ�DFXWH�GHFUHDVH�LQ�IHWDO�PRYHPHQW��UHJDUGOHVV�RI�WKH�DPRXQW�RI�WLPH�
HODSVHG�VLQFH�WKH�SUHYLRXV�WHVW�

167��&67��ELRSK\VLFDO�SURILOH��DQG�PRGLILHG�ELRSK\VLFDO�SURILOH�DUH�WKH�PRVW�
FRPPRQO\�XVHG�IRUPV�RI�WHVWLQJ��WKH\�KDYH�D�QHJDWLYH�SUHGLFWLYH�YDOXH�!�����
7KH\�DUH�QRW�SUHGLFWLYH�RI�DFXWH�HYHQWV��KRZHYHU��VXFK�DV�SODFHQWDO�DEUXSWLRQ�
RU�XPELOLFDO�FRUG�DFFLGHQWV��2Q�WKH�RWKHU�KDQG��WKH�SRVLWLYH�SUHGLFWLYH�YDOXH�
RI�DQ�DEQRUPDO�WHVW�FDQ�EH�TXLWH�ORZ�DQG�WKH�UHVSRQVH�WR�DQ�DEQRUPDO�UHVXOW�
VKRXOG�EH�GLFWDWHG�E\�WKH�LQGLYLGXDO�FOLQLFDO�VLWXDWLRQ��$Q\�DEQRUPDO�WHVW�UHVXOW�
UHTXLUHV�IXUWKHU�HYDOXDWLRQ�RU�DFWLRQ��0DQDJHPHQW�VKRXOG�EH�EDVHG�RQ�WHVW�
UHVXOWV��JHVWDWLRQDO�DJH��GHJUHH�RI�ROLJRK\GUDPQLRV��LI�DVVHVVHG���DQG�PDWHUQDO�
FRQGLWLRQ��2OLJRK\GUDPQLRV�VKRXOG�SURPSW�HYDOXDWLRQ�IRU�PHPEUDQH�UXSWXUH��
'HSHQGLQJ�RQ�WKH�GHJUHH�RI�ROLJRK\GUDPQLRV��JHVWDWLRQDO�DJH��DQG�PDWHUQDO�
PHGLFDO�FRQGLWLRQ��ROLJRK\GUDPQLRV�ZDUUDQWV�HLWKHU�GHOLYHU\�RU�FORVH�PDWHUQDO�
IHWDO�VXUYHLOODQFH�

8OWUDVRXQG��7KHUH�DUH�PDQ\�LQGLFDWLRQV�IRU�REVWHWULF�XOWUDVRXQG��VRPH�RI�WKH�
PRUH�FRPPRQ�LQFOXGH�WKH�IROORZLQJ��2EVWHW�*\QHFRO������������3W���������

�� 3UHJQDQF\�GDWLQJ

�� (YDOXDWLRQ�RI�IHWDO�JURZWK

�� (YDOXDWLRQ�RI�YDJLQDO�EOHHGLQJ�GXULQJ�SUHJQDQF\

�� 'HWHUPLQDWLRQ�RI�IHWDO�SUHVHQWDWLRQ

�� 6XVSHFWHG�PXOWLSOH�JHVWDWLRQ

�� 6LJQLILFDQW�XWHULQH�VL]H�FOLQLFDO�GDWHV�GLVFUHSDQF\

�� 3HOYLF�PDVV

�� 6XVSHFWHG�HFWRSLF�SUHJQDQF\

�� 'RFXPHQWDWLRQ�RI�IHWDO�YLDELOLW\�DQG�RU�WR�UXOH�RXW�IHWDO�GHDWK

�� %LRSK\VLFDO�SURILOH�IRU�DQWHSDUWXP�IHWDO�VXUYHLOODQFH

�� 6XVSHFWHG�SRO\K\GUDPQLRV�DQG�RU�ROLJRK\GUDPQLRV

�� 3ODFHQWDO�ORFDOL]DWLRQ

�� $EQRUPDO�VHUXP�DOSKD�IHWRSURWHLQ�RU�TXDGUXSOH�VFUHHQ

�� (YDOXDWLRQ�IRU�IHWDO�DQRPDOLHV

�� (YDOXDWLRQ�RI�IHWDO�FRQGLWLRQ�LQ�ODWH�UHJLVWUDQWV�IRU�SUHQDWDO�FDUH
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

:LWK�WUDQVYDJLQDO�XOWUDVRXQG��DQ�LQWUDXWHULQH�JHVWDWLRQDO�VDF�FDQ�EH�VHHQ�
DV�HDUO\�DV���ZHHNV�DIWHU�WKH�ZRPDQ·V�ODVW�PHQVWUXDO�SHULRG�DQG�IHWDO�
KHDUW�DFWLYLW\�FDQ�EH�GHWHFWHG�E\���ZHHNV��)LUVW�WULPHVWHU�EOHHGLQJ�LV�WKH�
PRVW�FRPPRQ�LQGLFDWLRQ�IRU�HDUO\�XOWUDVRXQG��ZKHQ�WKH�PDMRU�GLIIHUHQWLDO�
GLDJQRVHV�DUH�WKUHDWHQHG�DERUWLRQ��PLVFDUULDJH��DQG�HFWRSLF�SUHJQDQF\��
$FFXUDWH�SUHJQDQF\�GDWLQJ�LV�EHVW�DFFRPSOLVKHG�ODWH�LQ�WKH�ILUVW�WULPHVWHU�RU�
LQ�WKH�VHFRQG�WULPHVWHU��VFUHHQLQJ�IRU�DQRPDOLHV�LV�EHVW�SHUIRUPHG�DW���²���
ZHHNV·�JHVWDWLRQ��$�WKLUG�WULPHVWHU��RU�RWKHU�IROORZ�XS��XOWUDVRXQG�V��VKRXOG�EH�
FRQVLGHUHG��SDUWLFXODUO\�LQ�ZRPHQ�ZLWK�PRUH�DGYDQFHG�GLVHDVH�DQG�RU�RWKHU�
PDWHUQDO�SUHJQDQF\�UHODWHG�IDFWRUV�WKDW�FRXOG�DIIHFW�IHWDO�JURZWK�

$PQLRFHQWHVLV��FKRULRQLF�YLOOXV�VDPSOLQJ��FRUGRFHQWHVLV��7KRXJK�GDWD�DUH�
VWLOO�VRPHZKDW�OLPLWHG��ULVN�RI�07&7�GRHV�QRW�DSSHDU�WR�LQFUHDVH�GXULQJ�
DPQLRFHQWHVLV�RU�RWKHU�LQYDVLYH�GLDJQRVWLF�SURFHGXUHV�DPRQJ�ZRPHQ�ZKR�
DUH�RQ�HIIHFWLYH�FRPELQDWLRQ�$57��+,9�LQIHFWHG�ZRPHQ�ZKR�KDYH�LQGLFDWLRQV�
IRU�LQYDVLYH�WHVWLQJ�LQ�SUHJQDQF\��VXFK�DV�DEQRUPDO�XOWUDVRXQG�RU�DQHXSORLG\�
VFUHHQLQJ��VKRXOG�EH�FRXQVHOHG�DERXW�WKH�SRWHQWLDO�ULVN�RI�+,9�WUDQVPLVVLRQ�
DORQJ�ZLWK�RWKHU�ULVNV�RI�WKH�SURFHGXUH�VR�WKH\�FDQ�PDNH�DQ�LQIRUPHG�GHFLVLRQ�
DERXW�WHVWLQJ��,GHDOO\��D�ZRPDQ�VKRXOG�KDYH�DQ�XQGHWHFWDEOH�9/�DW�WKH�WLPH�RI�
DQ\�SURFHGXUH��3URFHGXUHV�VKRXOG�EH�SHUIRUPHG�XQGHU�FRQWLQXRXV�XOWUDVRXQG�
JXLGDQFH�DQG��LI�SRVVLEOH��WKH�SODFHQWD�VKRXOG�EH�DYRLGHG��6RPH�H[SHUWV�
FRQVLGHU�FKRULRQLF�YLOOXV�VDPSOLQJ�DQG�FRUGRFHQWHVLV�WRR�ULVN\�WR�RIIHU�WR�+,9�
LQIHFWHG�ZRPHQ�DQG�UHFRPPHQG�OLPLWLQJ�SURFHGXUHV�WR�DPQLRFHQWHVLV��$P�-�
2EVWHW�*\QHFRO������������������

3UHYHQWLRQ�IRU�3RVLWLYHV

$OO�+,9�LQIHFWHG�SUHJQDQW�ZRPHQ�VKRXOG�EH�HQFRXUDJHG�WR�GLVFORVH�WKHLU�
+,9�VWDWXV�WR�WKHLU�VH[XDO�SDUWQHUV��ZLWK�DVVLVWDQFH�LI�QHHGHG��DQG�+,9�
WHVWLQJ�VKRXOG�EH�HQFRXUDJHG�IRU�SDUWQHUV��&RQGRP�XVH�GXULQJ�SUHJQDQF\�LV�
UHFRPPHQGHG��SDUWLFXODUO\�LI�SDUWQHUV�DUH�VHURGLVFRUGDQW��UHFHQW�GDWD�VXJJHVW�
WKDW�SUHJQDQF\�PD\�LQFUHDVH�ULVN�RI�IHPDOH�WR�PDOH�+,9�WUDQVPLVVLRQ��$,'6�
��������������������+RZHYHU��HYHQ�ZKHQ�ERWK�SDUWQHUV�DUH�+,9�LQIHFWHG��
FRQGRP�XVH�LV�HQFRXUDJHG�WR�SUHYHQW�ERWK�DFTXLVLWLRQ�RI�RWKHU�67,V�DQG�
SRWHQWLDO�UHLQIHFWLRQ�ZLWK�DQRWKHU�+,9�VWUDLQ��:RPHQ�ZKR�KDYH�DFWLYH�VXEVWDQFH�
DEXVH�SUREOHPV�VKRXOG�EH�HQFRXUDJHG�DQG�DVVLVWHG�LQ�DFFHVVLQJ�WUHDWPHQW��
LQFOXGLQJ�RSLRLG�DVVLVWHG�WKHUDS\�LI�LQGLFDWHG��+DUP�UHGXFWLRQ�SUDFWLFHV��VXFK�DV�
QHHGOH�H[FKDQJH�DQG�QRW�VKDULQJ�LQMHFWLRQ�HTXLSPHQW��VKRXOG�EH�GLVFXVVHG�DQG�
HQFRXUDJHG�LQ�,'8V�ZKR�DUH�QRW�DEOH�RU�QRW�ZLOOLQJ�WR�VWRS�XVLQJ�DOWRJHWKHU�

$QWHSDUWXP�6FHQDULRV�IRU�$QWLUHWURYLUDO�'UXJ�8VH

�6RXUFH��5HFRPPHQGDWLRQV�IRU�8VH�RI�$QWLUHWURYLUDO�'UXJV�LQ�3UHJQDQW�+,9���
,QIHFWHG�:RPHQ�IRU�0DWHUQDO�+HDOWK�DQG�,QWHUYHQWLRQV�WR�5HGXFH�3HULQDWDO�+,9�
7UDQVPLVVLRQ�LQ�WKH�8QLWHG�6WDWHV��������KWWS���ZZZ�DLGVLQIR�QLK�JRY�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

$59�QDwYH��QR�SULRU�H[SHULHQFH�ZLWK�$59V���&XUUHQW�DGXOW�WUHDWPHQW�
JXLGHOLQHV�DUH�XSGDWHG�UHJXODUO\�DQG�FDQ�EH�DFFHVVHG�RQOLQH�DW�KWWS���
DLGVLQIR�QLK�JRY�JXLGHOLQHV�KWPO���DGXOW�DQG�DGROHVFHQW�WUHDWPHQW�
JXLGHOLQHV����

�� +,9�LQIHFWHG�SUHJQDQW�ZRPHQ�VKRXOG�EH�SUHVFULEHG�VWDQGDUG�SRWHQW�
FRPELQDWLRQ�$57��WDNLQJ�LQWR�DFFRXQW�FXUUHQW�LQIRUPDWLRQ�DERXW�XVH�LQ�
SUHJQDQF\��LQFOXGLQJ�VDIHW\�DQG�ULVN�RI�WHUDWRJHQLFLW\���6HH�7DEOH������

��&XUUHQW�DGXOW�WUHDWPHQW�JXLGHOLQHV�UHFRPPHQG�$57�IRU�DOO�+,9�LQIHFWHG�
LQGLYLGXDOV��7KH�VWUHQJWK�RI�WKLV�UHFRPPHQGDWLRQ�YDULHV�RQ�WKH�EDVLV�RI�
WKH�SUHWUHDWPHQW�&'���FHOO�FRXQW��VHH�&KDSWHU���3ULPDU\�0HGLFDO�&DUH��

�� &'���FHOO�FRXQW������FHOOV�PP���VWURQJ�UHFRPPHQGDWLRQ�

�� &'���FHOO�FRXQW�!����PP���PRGHUDWH�UHFRPPHQGDWLRQ�

�� $57�DOVR�LV�UHFRPPHQGHG�IRU�+,9�LQIHFWHG�LQGLYLGXDOV�IRU�WKH�SUHYHQWLRQ�
RI�WUDQVPLVVLRQ�RI�+,9��VWURQJ�UHFRPPHQGDWLRQ��DQG�WKHUHIRUH�VKRXOG�
EH�UHFRPPHQGHG�IRU�ZRPHQ�ZLWK�SDUWQHUV�ZKR�DUH�+,9�QHJDWLYH�RU�RI�
XQNQRZQ�VWDWXV��ZLWKRXW�UHJDUG�WR�&'���FHOO�FRXQW�

�� 3DWLHQWV�VWDUWLQJ�$57�VKRXOG�EH�ZLOOLQJ�DQG�DEOH�WR�FRPPLW�WR�OLIHORQJ�
WUHDWPHQW�DQG�VKRXOG�XQGHUVWDQG�WKH�EHQHILWV�DQG�ULVNV�RI�WKHUDS\�
DQG�WKH�LPSRUWDQFH�RI�DGKHUHQFH��7KH�SRWHQWLDO�EHQHILWV�RI�HDUO\�
WKHUDS\�PXVW�EH�ZHLJKHG�DJDLQVW�SRVVLEOH�GUXJ�WR[LFLW\��FRVW��DQG�WKH�
SDWLHQW·V�ULVN�RI�GHYHORSLQJ�YLUDO�UHVLVWDQFH�ZLWK�VXERSWLPDO�DGKHUHQFH��
ZKLFK�PD\�EH�PRUH�OLNHO\�GXULQJ�WKH�SRVWSDUWXP�SHULRG��$,'6�&DUH�
����������������-�$FTXLU�,PPXQH�'HILF�6\QGU�����������������&XUU�
2SLQ�,QIHFW�'LV����������������-�:RPHQV�+HDOWK�������������������
$,'6���������������

�� ,Q�ZRPHQ�ZKR�UHTXLUH�LPPHGLDWH�LQLWLDWLRQ�RI�WKHUDS\�IRU�WKHLU�RZQ�
KHDOWK��$57�FDQ�EHJLQ�LQ�WKH�ILUVW�WULPHVWHU��EXW�XVH�RI�()9�VKRXOG�EH�
DYRLGHG�LQ�WKH�ILUVW�WULPHVWHU�

�� 3UHJQDQW�ZRPHQ�ZLWK�&'���FHOO�FRXQWV�!����PP��VKRXOG�EH�FRXQVHOHG�
DERXW�FXUUHQW�WUHDWPHQW�UHFRPPHQGDWLRQV��WKH�SRWHQWLDO�ULVNV�DQG�EHQHILWV�
RI�VWRSSLQJ�DQG�FRQWLQXLQJ�ZLWK�DQ�$57�UHJLPHQ�IROORZLQJ�GHOLYHU\��DQG�
WKH�QHHG�IRU�VWULFW�DGKHUHQFH�LI�WKH�UHJLPHQ�LV�FRQWLQXHG�SRVWSDUWXP�

�� 7KH�XVH�RI�UDOWHJUDYLU�LQ�ODWH�SUHJQDQF\�IRU�ZRPHQ�ZKR�DUH�GLDJQRVHG�
ODWH�LQ�SUHJQDQF\�DQG�KDYH�KLJK�YLUDO�ORDGV�KDV�EHHQ�VXJJHVWHG�EHFDXVH�
RI�LWV�DELOLW\�WR�UDSLGO\�VXSSUHVV�YLUDO�ORDG��DSSUR[LPDWHO\���ORJ�FRSLHV�
P/�GHFUHDVH�E\�:HHN���RI�WKHUDS\����$,'6�3DWLHQW�&DUH�67'6�������
������������-�$QWLPLFURE�&KHPRWKHU�������������������$,'6�������
��������������+RZHYHU��WKLV�DSSURDFK�KDV�RQO\�EHHQ�GHVFULEHG�LQ�
DQHFGRWDO�UHSRUWV�DQG�HIILFDF\�DQG�VDIHW\�RI�WKLV�DSSURDFK�LV�XQFOHDU��LW�
LV�QRW�URXWLQHO\�UHFRPPHQGHG�DQG�VKRXOG�RQO\�EH�XVHG�LQ�FRQVXOWDWLRQ�ZLWK�
DQ�H[SHUW�

��:KLOH�LW�LV�FRQVLGHUHG�VXERSWLPDO�WR�XVH�D�QRQ�+$$57�UHJLPHQ��L�H���
WULSOH�157,V��='9�RQO\��IRU�SURSK\OD[LV�DORQH�GXULQJ�SUHJQDQF\��ZLWK�$59�
GLVFRQWLQXDWLRQ�DIWHU�GHOLYHU\��WKDW�DSSURDFK�PD\�EH�FRQVLGHUHG�LQ�VRPH�
OLPLWHG�FLUFXPVWDQFHV�

�� 7KH�GHFLVLRQ�WR�VWDUW�WKH�$59�UHJLPHQ�LQ�WKH�ILUVW�WULPHVWHU�RU�GHOD\�XQWLO�
���ZHHNV�RI�JHVWDWLRQ�ZLOO�GHSHQG�RQ�&'���FHOO�FRXQW��9/��DQG�PDWHUQDO�
FRQGLWLRQV�VXFK�DV�QDXVHD�DQG�YRPLWLQJ��(DUOLHU�LQLWLDWLRQ�RI�D�FRPELQDWLRQ�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

$59�UHJLPHQ�PD\�EH�PRUH�HIIHFWLYH�LQ�UHGXFLQJ�LQ�XWHUR�WUDQVPLVVLRQ��EXW�
WKH�EHQHILW�PXVW�EH�ZHLJKHG�DJDLQVW�WKH�SRWHQWLDO�ORQJ�WHUP�HIIHFWV�RI�
ILUVW�WULPHVWHU�GUXJ�H[SRVXUH�

�� ,I�SRVVLEOH��RQH�RU�PRUH�157,V�ZLWK�KLJK�OHYHOV�RI�SODFHQWDO�WUDQVIHU�WR�WKH�
IHWXV�VKRXOG�EH�LQFOXGHG�WR�SURYLGH�SUH�H[SRVXUH�SURSK\OD[LV��='9���7&��
)7&��G�7��7')��$%&��

�� ,I�9/�LV�DERYH�WKH�WKUHVKROG�IRU�UHVLVWDQFH�WHVWLQJ��H�J���!���²�����F�
P/���$59�GUXJ�UHVLVWDQFH�VWXGLHV�VKRXOG�EH�SHUIRUPHG�EHIRUH�WKHUDS\�LV�
LQLWLDWHG��,I�+,9�LV�GLDJQRVHG�ODWH�LQ�SUHJQDQF\��WKH�$59�UHJLPHQ�VKRXOG�
EH�LQLWLDWHG�SURPSWO\�ZLWKRXW�ZDLWLQJ�IRU�WKH�UHVXOWV�RI�UHVLVWDQFH�WHVWLQJ�

�� 193�PD\�EH�XVHG�DV�D�FRPSRQHQW�RI�LQLWLDO�WKHUDS\�IRU�SUHJQDQW�ZRPHQ�
ZLWK�&'���FHOO�FRXQWV������PP���KRZHYHU��GXH�WR�DQ�LQFUHDVHG�ULVN�RI�
KHSDWLF�WR[LFLW\��193�VKRXOG�EH�XVHG�DV�D�FRPSRQHQW�RI�$57�LQ�SUHJQDQW�
ZRPHQ�ZLWK�&'���FHOO�FRXQWV�!����FHOOV�PP��RQO\�LI�WKH�EHQHILW�FOHDUO\�
RXWZHLJKV�WKH�ULVN�

$59�H[SHULHQFHG��FXUUHQWO\�RQ�$57��

�� ,Q�JHQHUDO��D�SUHJQDQW�ZRPDQ�ZKR�LV�WDNLQJ�DQG�WROHUDWLQJ�DQ�$57�
UHJLPHQ�WKDW�LV�HIIHFWLYH�LQ�VXSSUHVVLQJ�KHU�9/�VKRXOG�FRQWLQXH�RQ�WKH�
UHJLPHQ��'LVFRQWLQXDWLRQ�RU�LQWHUUXSWLRQ�RI�WKHUDS\�PD\�OHDG�WR�DQ�
LQFUHDVH�LQ�9/��ZLWK�SRVVLEOH�GLVHDVH�SURJUHVVLRQ�DQG�D�GHFOLQH�LQ�
LPPXQH�VWDWXV��DQG�KDV�EHHQ�DVVRFLDWHG�ZLWK�LQFUHDVHG�ULVN�RI�SHULQDWDO�
WUDQVPLVVLRQ��&OLQ�,QIHFW�'LV������������������

�� $59�GUXJ�UHVLVWDQFH�WHVWLQJ�LV�UHFRPPHQGHG�LI�D�SUHJQDQW�ZRPDQ�KDV�
GHWHFWDEOH�YLUHPLD��H�J���!���²�����FRSLHV�P/��RQ�WKHUDS\��5HVXOWV�RI�
WKLV�WHVWLQJ�FDQ�EH�XVHG�WR�VHOHFW�D�UHJLPHQ�WKDW�PD\�EH�PRUH�HIIHFWLYH�LQ�
VXSSUHVVLQJ�9/�WR�DQ�XQGHWHFWDEOH�OHYHO�

�� ,I�D�ZRPDQ�LV�WDNLQJ�()9�DQG�KHU�SUHJQDQF\�LV�UHFRJQL]HG�GXULQJ�WKH�ILUVW�
WULPHVWHU��()9�VKRXOG�EH�FRQWLQXHG�LI�WKHUH�LV�PD[LPDO�9/�VXSSUHVVLRQ�DQG�
WKH�UHJLPHQ�LV�ZHOO�WROHUDWHG�

�� 7UHDWPHQW�FKDQJHV�GXULQJ�SUHJQDQF\�LQFUHDVH�WKH�ULVN�RI�LQFRPSOHWH�
YLUDO�VXSSUHVVLRQ�DW�WKH�HQG�RI�SUHJQDQF\��+,9�&OLQ�7ULDOV�
����������������

�� 7KH�ULVN�RI�QHXUDO�WXEH�GHIHFWV�LV�UHVWULFWHG�WR�WKH�ILUVW��²��ZHHNV�RI�
SUHJQDQF\�DQG�SUHJQDQF\�LV�UDUHO\�UHFRJQL]HG�SULRU�WR��²��ZHHNV�RI�
SUHJQDQF\�

�� ,I�D�SUHJQDQW�ZRPDQ�KDV�DQ�XQGHWHFWDEOH�9/�DQG�LV�WDNLQJ�DQG�WROHUDWLQJ�
193��VKH�VKRXOG�FRQWLQXH�ZLWK�WKDW�$59�UHJLPHQ�UHJDUGOHVV�RI�&'���FHOO�
FRXQW��,QFUHDVHG�ULVN�RI�KHSDWLF�WR[LFLW\�KDV�QRW�EHHQ�VHHQ�LQ�SUHJQDQW�
ZRPHQ�ZKR�DUH�WDNLQJ�DQG�KDYH�DFKLHYHG�LPPXQH�UHFRQVWLWXWLRQ�ZLWK�
193�EDVHG�WKHUDS\�

3ULRU�$57�IRU�WUHDWPHQW�RU�SURSK\OD[LV�

�� ,I�D�SDWLHQW�KDV�WDNHQ�$59V�LQ�WKH�SDVW�IRU�WUHDWPHQW�RU�SURSK\OD[LV��
WKH�FDUH�SURYLGHU�VKRXOG�REWDLQ�DQ�DFFXUDWH�KLVWRU\�RI�DOO�SULRU�$59�
XVH��LQFOXGLQJ�WROHUDQFH��FOLQLFDO��YLURORJLF��DQG�LPPXQRORJLF�HIILFDF\��WKH�
LQGLFDWLRQ�IRU�VWRSSLQJ�WKHUDS\��DQG�UHVXOWV�RI�SULRU�UHVLVWDQFH�WHVWLQJ�
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&KDSWHU����+,9�DQG�3UHJQDQF\

�� 3HUIRUP�+,9�$59�UHVLVWDQFH�WHVWLQJ�SULRU�WR�LQLWLDWLQJ�UHSHDW�$59�
SURSK\OD[LV�RU�WKHUDS\�LI�9/�!���������F�P/��,Q�ZRPHQ�ZKR�SUHVHQW�
ODWH�LQ�SUHJQDQF\��WUHDWPHQW�RU�SURSK\OD[LV�VKRXOG�EH�LQLWLDWHG�SURPSWO\��
EDVHG�RQ�DYDLODEOH�KLVWRU\��ZLWKRXW�ZDLWLQJ�IRU�WKH�UHVXOWV�RI�UHVLVWDQFH�
WHVWLQJ��/LPLWHG�GDWD�UHJDUGLQJ�UDWHV�RI�UHVLVWDQFH�DIWHU�SUHJQDQF\�
OLPLWHG�XVH�RI�FRPELQDWLRQ�$59�UHJLPHQV�IRU�SURSK\OD[LV��SDUWLFXODUO\�
ZLWK�GRFXPHQWHG�YLURORJLF�VXSSUHVVLRQ�DW�WKH�WLPH�RI�ODERU��VXJJHVW�
WKDW�3,�EDVHG�UHJLPHQV�PD\�EH�OHVV�OLNHO\�WKDQ�1157,�EDVHG�UHJLPHQV�
WR�EH�DVVRFLDWHG�ZLWK�GHWHFWLRQ�RI�UHVLVWDQFH�PXWDWLRQV��&OLQ�,QIHFW�'LV�
����������������$,'6����������������-�$FTXLU�,PPXQH�'HILF�6\QGU�
����������������$,'6�5HV�+XP�5HWURYLUXVHV������������������7KLV�
PD\�EH�UHODWHG�WR�WKH�ORQJHU�KDOI�OLIH�RI�1157,V��UHVXOWLQJ�LQ�IXQFWLRQDO�
PRQRWKHUDS\�LI�WKH�UHJLPHQ�LV�VWRSSHG�DEUXSWO\��VHH�*XLGHOLQHV�IRU�
3RVWSDUWXP�&DUH��S�������IRU�GLVFXVVLRQ�RI�VWUDWHJLHV�WR�SUHYHQW�UHVLVWDQFH�
ZLWK�1157,�UHJLPHQV���1R�GDWD�H[LVW�WR�JXLGH�WKH�FKRLFH�RI�$59�UHJLPHQV�
IRU�ZRPHQ�ZLWK�SULRU�H[SHULHQFH�WDNLQJ�$59V�DV�SUHJQDQF\�OLPLWHG�
SURSK\OD[LV�VROHO\�IRU�SUHYHQWLRQ�RI�07&7�

�� 'DWD�DUH�OLPLWHG�RQ�$57�HIILFDF\�IROORZLQJ�WKH�XVH�RI�$59�VROHO\�IRU�
SUHYHQWLRQ�RI�07&7��0RVW�H[SHULHQFH�LV�ZLWK�193�EDVHG�$57�UHJLPHQV�
LQLWLDWHG�DIWHU�SHULSDUWXP�VLQJOH�GRVH�193��'DWD�VXJJHVW�GHFUHDVHG�
YLURORJLF�DQG�FOLQLFDO�HIILFDF\�ZKHQ�UHJLPHQV�DUH�VWDUWHG�ZLWKLQ���²���
PRQWKV�DIWHU�GHOLYHU\��1�(QJO�-�0HG��������������������3/R6�
0HG�����������H���������$,'6�����������������1�(QJO�-�0HG�
������������������,QYHVWLJDWRUV�UHFHQWO\�DVVHVVHG�GDWD�IURP�WKH�)UHQFK�
3HULQDWDO�&RKRUW�RQ�YLURORJLF�VXSSUHVVLRQ�ZLWK�3,�EDVHG�$57�DGPLQLVWHUHG�
IRU�SUHYHQWLRQ�RI�07&7�WR�ZRPHQ�ZKR�KDG�UHFHLYHG�$59�SURSK\OD[LV�
GXULQJ�D�SUHYLRXV�SUHJQDQF\��QR�GLIIHUHQFHV�ZHUH�VHHQ�LQ�UDWHV�RI�
9/�VXSSUHVVLRQ�DW�GHOLYHU\�DPRQJ�$59�QDwYH�ZRPHQ�FRPSDUHG�ZLWK�
WKRVH�ZKR�KDG�UHFHLYHG�SUHYLRXV�SURSK\OD[LV�RU�DFFRUGLQJ�WR�SUHYLRXV�
SURSK\OD[LV�UHJLPHQV��-�$FTXLU�,PPXQH�'HILF�6\QGU�����������������

�� ,I�D�ZRPDQ�LV�$59�H[SHULHQFHG�DQG�UHTXLUHV�$57�IRU�KHU�RZQ�KHDOWK��
KHU�FDUH�SURYLGHU�VKRXOG�SHUIRUP�D�WKRURXJK�FOLQLFDO�HYDOXDWLRQ�
�LQFOXGLQJ�DVVHVVPHQW�RI�OLYHU��UHQDO��DQG�FDUGLRYDVFXODU�IXQFWLRQ��SULRU�
WR�UHLQLWLDWLQJ�$57�

�� ,QLWLDWH�D�FRPELQDWLRQ�$59�GUXJ�UHJLPHQ��ZLWK�WKH�UHJLPHQ�FKRVHQ�RQ�
WKH�EDVLV�RI�UHVLVWDQFH�WHVWLQJ�DQG�SULRU�$57�KLVWRU\��LQFOXGLQJ�HIILFDF\�
DQG�WR[LFLW\���DYRLGLQJ�()9�LQ�WKH�ILUVW�WULPHVWHU�RU�GUXJV�ZLWK�NQRZQ�ULVN�
IRU�WKH�SUHJQDQW�ZRPDQ��H�J���FRPELQDWLRQ�GG,�G�7���9LURORJLF�UHVSRQVH�
VKRXOG�EH�PRQLWRUHG�FDUHIXOO\��LI�YLURORJLF�UHVSRQVH�LV�LQDGHTXDWH��
UHVLVWDQFH�WHVWLQJ�VKRXOG�EH�UHSHDWHG�

�� ([SHUW�FRQVXOWDWLRQ�LV�UHFRPPHQGHG�ZKHQ�FKRRVLQJ�$59V�IRU�SUHJQDQW�
ZRPHQ�ZLWK�SULRU�$59�H[SHULHQFH�

6WRSSLQJ�$57�'XULQJ�3UHJQDQF\

+,9�LQIHFWHG�ZRPHQ�WDNLQJ�$57�ZKR�SUHVHQW�IRU�FDUH�GXULQJ�WKH�ILUVW�WULPHVWHU�
VKRXOG�JHQHUDOO\�QRW�GLVFRQWLQXH�RU�LQWHUUXSW�WUHDWPHQW�GXULQJ�SUHJQDQF\��
:RPHQ�ZKR�SUHVHQW�LQ�WKH�ILUVW�WULPHVWHU�DQG�DUH�WDNLQJ�DQ�()9�FRQWDLQLQJ�
UHJLPHQ�VKRXOG�QRW�LQWHUUXSW�WKHUDS\�EXW�FDQ�FRQWLQXH�RQ�WUHDWPHQW�LI�9/�LV�
VXSSUHVVHG��$�UHFHQW�DQDO\VLV�IURP�D�SURVSHFWLYH�FRKRUW�RI�����+,9�LQIHFWHG�
PRWKHU�FKLOG�SDLUV�IRXQG�WKDW�LQWHUUXSWLRQ�RI�$57�GXULQJ�SUHJQDQF\��LQFOXGLQJ�
LQWHUUXSWLRQ�LQ�WKH�ILUVW�DQG�WKLUG�WULPHVWHUV��ZDV�LQGHSHQGHQWO\�DVVRFLDWHG�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

ZLWK�SHULQDWDO�WUDQVPLVVLRQ��&OLQ�,QIHFW�'LV�������������������)XUWKHUPRUH��
XQQHFHVVDU\�$59�GUXJ�FKDQJHV�GXULQJ�SUHJQDQF\�PD\�EH�DVVRFLDWHG�ZLWK�D�
ORVV�RI�YLURORJLF�FRQWURO�DQG�WKXV�PD\�LQFUHDVH�WKH�ULVN�RI�07&7��+,9�&OLQ�7ULDOV�
����������������

,I�DQ�$59�UHJLPHQ�IRU�WKHUDS\�DQG�RU�SURSK\OD[LV�LV�VWRSSHG�DEUXSWO\�IRU�
VHYHUH�RU�OLIH�WKUHDWHQLQJ�WR[LFLW\��VHYHUH�SUHJQDQF\�LQGXFHG�K\SHUHPHVLV�
XQUHVSRQVLYH�WR�DQWL�HPHWLFV��RU�RWKHU�DFXWH�LOOQHVVHV�SUHFOXGLQJ�RUDO�LQWDNH��DOO�
$59V�VKRXOG�EH�VWRSSHG�DW�WKH�VDPH�WLPH�DQG�UHLQLWLDWHG�DW�WKH�VDPH�WLPH�

,I�DQ�$59�UHJLPHQ�LV�EHLQJ�VWRSSHG�HOHFWLYHO\�DQG�WKH�SDWLHQW�LV�UHFHLYLQJ�DQ�
1157,��WKHQ�RQH�RI�WKH�IROORZLQJ�RSWLRQV�VKRXOG�EH�FRQVLGHUHG������VWRS�WKH�
1157,�ILUVW�DQG�FRQWLQXH�RWKHU�$59V�IRU�D�SHULRG�RI�WLPH��RU�����VZLWFK�IURP�
DQ�1157,�WR�D�3,�SULRU�WR�LQWHUUXSWLRQ�DQG�FRQWLQXH�WKH�3,�ZLWK�WKH�RWKHU�$59V�
IRU�D�SHULRG�RI�WLPH�EHIRUH�HOHFWLYHO\�VWRSSLQJ��7KH�RSWLPDO�LQWHUYDO�EHWZHHQ�
VWRSSLQJ�DQ�1157,�DQG�VWRSSLQJ�RWKHU�$59V�LV�QRW�NQRZQ��EXW�D�SHULRG�RI�
DW�OHDVW���GD\V�LV�UHFRPPHQGHG��*LYHQ�WKH�SRWHQWLDO�IRU�SURORQJHG��L�H���!��
ZHHNV��GHWHFWDEOH�()9�FRQFHQWUDWLRQV��VRPH�H[SHUWV�UHFRPPHQG�FRQWLQXLQJ�
WKH�RWKHU�$59V�RU�VXEVWLWXWLQJ�D�3,�SOXV�WZR�RWKHU�DJHQWV�IRU�XS�WR����GD\V��$�
UHFHQW�VWXG\�RI�����ZRPHQ�ZKR�UHFHLYHG�VLQJOH�GRVH�QHYLUDSLQH�DQG�ZHUH�
UDQGRPL]HG�WR�UHFHLYH�]LGRYXGLQH�ODPLYXGLQH��WHQRIRYLU�HPWULFLWDELQH��RU�
ORSLQDYLU�ULWRQDYLU�IRU�HLWKHU���RU����GD\V�IRXQG�DQ�RYHUDOO�QHZ�QHYLUDSLQH�
UHVLVWDQFH�PXWDWLRQ�UDWH�RI������ZKHQ�DVVHVVHG�E\�SRSXODWLRQ�JHQRW\SH�DW���
DQG���ZHHNV�IROORZLQJ�FRPSOHWLRQ�RI�WUHDWPHQW��ZLWK�QR�GLIIHUHQFH�E\�OHQJWK�
RI�WUHDWPHQW��+RZHYHU��ORZ�IUHTXHQF\�QHYLUDSLQH�UHVLVWDQW�PXWDWLRQV�DW�FRGRQV�
����������DQG�����GHWHFWHG�XVLQJ�DOOHOH�VSHFLILF�3&5�HPHUJHG�VLJQLILFDQWO\�
PRUH�RIWHQ�LQ�WKH���GD\�DUPV��������>���@��WKDQ�LQ�WKH����GD\�DUPV�������
>��@��3� ���������&OLQ�,QIHFW�'LV������������������

,I�193�LV�VWRSSHG�DQG�PRUH�WKDQ���ZHHNV�KDYH�SDVVHG�SULRU�WR�UHVWDUWLQJ�
WKHUDS\��WKHQ�193�VKRXOG�EH�UHVWDUWHG�ZLWK�WKH���ZHHN�GRVH�HVFDODWLRQ�SHULRG�

)DLOXUH�RI�9LUDO�6XSSUHVVLRQ�LQ�3UHJQDQF\

:RPHQ�RQ�DQWLUHWURYLUDO��$59��UHJLPHQV�ZKR�KDYH�GHWHFWDEOH�YLUXV�DW�DQ\�WLPH�
GXULQJ�SUHJQDQF\�XVLQJ�XOWUDVHQVLWLYH�DVVD\V�VKRXOG�

�� EH�HYDOXDWHG�IRU�UHVLVWDQW�YLUXV��LI�SODVPD�+,9�51$�LV�
!���²������FRSLHV�P/���

�� EH�DVVHVVHG�IRU�DGKHUHQFH��WROHUDELOLW\��LQFRUUHFW�GRVLQJ��RU�
SRWHQWLDO�SUREOHPV�ZLWK�DEVRUSWLRQ��VXFK�DV�ZLWK�QDXVHD�
YRPLWLQJ�RU�ODFN�RI�DWWHQWLRQ�WR�IRRG�UHTXLUHPHQWV���

�� EH�FRQVLGHUHG�IRU�$59�UHJLPHQ�PRGLILFDWLRQ�

7UHDWPHQW�PRGLILFDWLRQ�GXULQJ�SUHJQDQF\�KDV�EHHQ�LQGHSHQGHQWO\�DVVRFLDWHG�
ZLWK�DQ�+,9���51$�OHYHO�!����FRSLHV�P/�LQ�ODWH�SUHJQDQF\�KLJKOLJKWLQJ�WKH�
LPSRUWDQFH�RI�XVLQJ�SRWHQW�DQG�ZHOO�WROHUDWHG�UHJLPHQV�GXULQJ�SUHJQDQF\�WR�
PD[LPL]H�HIIHFWLYHQHVV�DQG�PLQLPL]H�QHHG�WR�PRGLI\�WUHDWPHQW���+,9�&OLQ�7ULDOV�
��������������²�����
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%DVHOLQH�+,9�51$�OHYHOV�KDYH�EHHQ�VKRZQ�WR�DIIHFW�WKH�WLPH�WR�UHVSRQVH��PRVW�
SDWLHQWV�ZLWK�DQ�DGHTXDWH�YLUDO�UHVSRQVH�DW����ZHHNV�KDYH�KDG�DW�OHDVW�D�
��ORJ�FRSLHV�P/�+,9�51$�GHFUHDVH�ZLWKLQ��²��ZHHNV�DIWHU�VWDUWLQJ�WKHUDS\��
,Q�D�UHWURVSHFWLYH�PXOWLFHQWHU�FRKRUW�RI�����SUHJQDQW�ZRPHQ��������DFKLHYHG�
+,9�51$�����F�PO�E\�GHOLYHU\��ZLWK�VXFFHVV�RI�YLUDO�VXSSUHVVLRQ�YDU\LQJ�E\�
EDVHOLQH�+,9�51$�OHYHO��ZLWK�EDVHOLQH���������F�PO��JHVWDWLRQDO�DJH�DW�
LQLWLDWLRQ�GLG�QRW�DIIHFW�VXFFHVV�XS�WR������ZHHNV�EXW�ZLWK�EDVHOLQH�!�������
F�PO��GHOD\LQJ�LQLWLDWLRQ�SDVW������ZHHNV�VLJQLILFDQWO\�UHGXFHG�DELOLW\�IRU�
PD[LPDO�VXSSUHVVLRQ�DW�GHOLYHU���$,'6������������������

$�UHFHQW�V\VWHPDWLF�UHYLHZ�DQG�PHWD�DQDO\VLV�RI�DGKHUHQFH�WR�DQWLUHWURYLUDO�
UHJLPHQV�GXULQJ�DQG�DIWHU�SUHJQDQF\�LQ�ORZ���PLGGOH��DQG�KLJK�LQFRPH�
FRXQWULHV������RI�VWXGLHV�ZHUH�IURP�WKH�86��IRXQG�D�SRROHG�HVWLPDWH�RI�
������DGKHUHQFH�GXULQJ�SUHJQDQF\��WKUHVKROG�GHILQLQJ�JRRG�DGKHUHQFH�
WR�$57�YDULHG�DFURVV�VWXGLHV�IURP�!��²�������$,'6������������������
7KHUHIRUH��HYDOXDWLRQ�RI�DQG�VXSSRUW�IRU�DGKHUHQFH�GXULQJ�SUHJQDQF\�LV�
FULWLFDO�WR�DFKLHYHPHQW�DQG�PDLQWHQDQFH�RI�PD[LPDO�YLUDO�VXSSUHVVLRQ�

7KH�DGGLWLRQ�RI�UDOWHJUDYLU�LQ�ODWH�SUHJQDQF\�KDV�EHHQ�VXJJHVWHG�IRU�ZRPHQ�
ZKR�KDYH�KLJK�YLUDO�ORDGV�DQG�RU�LQ�ZKRP�PXOWLSOH�GUXJ�UHVLVWDQW�PXWDWLRQV�
KDYH�UHVXOWHG�LQ�LQFRPSOHWH�VXSSUHVVLRQ�RI�YLUHPLD�EHFDXVH�RI�WKH�DELOLW\�RI�
UDOWHJUDYLU�WR�UDSLGO\�VXSSUHVV�YLUDO�ORDG��,Q�WKH�VHWWLQJ�RI�D�IDLOLQJ�UHJLPHQ�
UHODWHG�WR�QRQDGKHUHQFH�DQG�RU�UHVLVWDQFH��WKHUH�DUH�FRQFHUQV�WKDW�WKH�
DGGLWLRQ�RI�D�VLQJOH�DJHQW�PD\�IXUWKHU�LQFUHDVH�ULVN�RI�UHVLVWDQFH�DQG�SRWHQWLDO�
ORVV�RI�IXWXUH�HIIHFWLYHQHVV�ZLWK�UDOWHJUDYLU��$�UHFHQW�UHSRUW�IRXQG���²���
IROG�LQFUHDVH�LQ�WUDQVDPLQDVH�OHYHOV�IROORZLQJ�LQWURGXFWLRQ�RI�D�UDOWHJUDYLU�
FRQWDLQLQJ�UHJLPHQ�LQ�ODWH�SUHJQDQF\��ZLWK�UHWXUQ�WR�QRUPDO�OHYHOV�DIWHU�
UDOWHJUDYLU�GLVFRQWLQXDWLRQ���-�2EVWHW�*\QDHFRO�&DQ�����������������7KHUHIRUH��
DW�WKH�FXUUHQW�WLPH��WKLV�DSSURDFK�FDQQRW�EH�UHFRPPHQGHG�

6FKHGXOHG�FHVDUHDQ�GHOLYHU\�LV�UHFRPPHQGHG�IRU�+,9�LQIHFWHG�SUHJQDQW�
ZRPHQ�ZKR�KDYH�+,9�51$�OHYHOV�!����FRSLHV�P/�QHDU�WKH�WLPH�RI�GHOLYHU\�

6SHFLDO�6LWXDWLRQV

$FXWH�LQIHFWLRQ��3UHYHQWLQJ�+,9�DFTXLVLWLRQ�LV�D�VXEMHFW�WKDW�VKRXOG�EH�
DGGUHVVHG�ZLWK�DOO�SUHJQDQW�DQG�EUHDVWIHHGLQJ�ZRPHQ��6HYHUDO�VWXGLHV�
VXJJHVW�WKDW�SUHJQDQF\�PD\�EH�D�WLPH�RI�LQFUHDVHG�ULVN�IRU�+,9�WUDQVPLVVLRQ�
�/DQFHW����������������������$,'6�������������������-�&OLQ�9LURO�
�����������������HYHQ�ZKHQ�FRQWUROOLQJ�IRU�VH[XDO�ULVN�EHKDYLRUV��/DQFHW�
����������������������3ULPDU\�RU�DFXWH�+,9�LQIHFWLRQ�LQ�SUHJQDQF\�RU�ZKLOH�
D�ZRPDQ�LV�EUHDVWIHHGLQJ�LV�DVVRFLDWHG�ZLWK�DQ�LQFUHDVHG�ULVN�RI�SHULQDWDO�+,9�
WUDQVPLVVLRQ�DQG�PD\�UHSUHVHQW�D�VLJQLILFDQW�SURSRUWLRQ�RI�UHVLGXDO�07&7�LQ�
WKH�8QLWHG�6WDWHV��7KLV�KLJK�UDWH�RI�WUDQVPLVVLRQ�LV�OLNHO\�UHODWHG�WR�WZR�IDFWRUV��
���WKH�KLJK�9/�RI�SODVPD��EUHDVW�PLON��DQG�WKH�JHQLWDO�WUDFW�DVVRFLDWHG�ZLWK�
DFXWH�LQIHFWLRQ��DQG����WKH�GLIILFXOW\�RI�GLDJQRVLV��%HFDXVH�DFXWH�LQIHFWLRQ�
LV�HDVLO\�PLVVHG��RSSRUWXQLWLHV�IRU�SUHYHQWLRQ�DUH�PLVVHG�DV�ZHOO��$,'6�
�����������������$,'6�����������������

$OO�SUHJQDQW�ZRPHQ�ZLWK�DFXWH�RU�UHFHQW�+,9�LQIHFWLRQ�VKRXOG�VWDUW�FRPELQDWLRQ�
$57�DV�VRRQ�DV�SRVVLEOH�WR�SUHYHQW�07&7��ZLWK�WKH�JRDO�RI�VXSSUHVVLQJ�SODVPD�
+,9�51$�OHYHOV�WR�EHORZ�GHWHFWDEOH�OHYHOV�
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'DWD�IURP�WKH�8QLWHG�6WDWHV�DQG�(XURSH�LQGLFDWH�WKDW�WUDQVPLWWHG�YLUXV�
PD\�EH�UHVLVWDQW�WR�DW�OHDVW�RQH�$59�LQ���²����RI�SDWLHQWV��-�,QIHFW�'LV�
�����������������$,'6�������������������*HQRW\SLF�UHVLVWDQFH�WHVWLQJ�
VKRXOG�EH�SHUIRUPHG�DW�EDVHOLQH��VLPXOWDQHRXVO\�ZLWK�LQLWLDWLRQ�RI�$57�RU�
SURSK\OD[LV��ZLWK�D�VXEVHTXHQW�DGMXVWPHQW�LQ�$59�UHJLPHQ�LI�QHHGHG�WR�
RSWLPL]H�YLURORJLF�UHVSRQVH��%HFDXVH�FOLQLFDOO\�VLJQLILFDQW�3,�UHVLVWDQFH�LV�OHVV�
FRPPRQ�WKDQ�1157,�UHVLVWDQFH�LQ�$59�QDwYH�SDWLHQWV��DQ�579�ERRVWHG�3,�EDVHG�
UHJLPHQ�VKRXOG�JHQHUDOO\�EH�LQLWLDWHG�

+HDOWKFDUH�SURYLGHUV�VKRXOG�PDLQWDLQ�D�KLJK�OHYHO�RI�VXVSLFLRQ�RI�DFXWH�+,9�
LQIHFWLRQ�LQ�SUHJQDQW�RU�EUHDVWIHHGLQJ�ZRPHQ�ZKR�KDYH�D�FRPSDWLEOH�FOLQLFDO�
V\QGURPH��H�J���IHYHU��O\PSKDGHQRSDWK\��SKDU\QJLWLV��VNLQ�UDVK��P\DOJLDV�
DUWKUDOJLDV��HYHQ�LQ�WKH�DEVHQFH�RI�UHSRUWHG�KLJK�ULVN�EHKDYLRUV�

:KHQ�DFXWH�UHWURYLUDO�V\QGURPH�LV�VXVSHFWHG�LQ�SUHJQDQF\�RU�GXULQJ�
EUHDVWIHHGLQJ��D�SODVPD�+,9�51$�WHVW�VKRXOG�EH�REWDLQHG�LQ�FRQMXQFWLRQ�ZLWK�
DQ�+,9�DQWLERG\�WHVW��$�ORZ�SRVLWLYH�+,9�51$�OHYHO����������FRSLHV�P/��PD\�
UHSUHVHQW�D�IDOVH�SRVLWLYH�WHVW�EHFDXVH�YDOXHV�LQ�DFXWH�LQIHFWLRQ�DUH�JHQHUDOO\�
YHU\�KLJK��L�H���!��������FRSLHV�P/���$QQ�,QWHUQ�0HG�����������������$,'6�
������������������KRZHYHU��QRQ�%�+,9���VXEW\SHV�PD\�QRW�DPSOLI\�DV�ZHOO�DV�
VXEW\SH�%��ZKLFK�PD\�UHVXOW�LQ�D�ORZHU�+,9�51$�OHYHO��HYHQ�ZLWK�DFXWH�LQIHFWLRQ�

,I�VHURFRQYHUVLRQ�LV�VXVSHFWHG�LQ�QXUVLQJ�PRWKHUV��EUHDVWIHHGLQJ�VKRXOG�
EH�LQWHUUXSWHG�XQWLO�GHILQLWLYH�FRQILUPDWLRQ�RI�LQIHFWLRQ�LV�REWDLQHG��LI�
VHURFRQYHUVLRQ�LV�FRQILUPHG��EUHDVWIHHGLQJ�VKRXOG�QRW�EH�UHVXPHG�

+HSDWLWLV�%�LQIHFWLRQ��:RPHQ�ZLWK�FKURQLF�+%9�LQIHFWLRQ��SHUVLVWHQW�KHSDWLWLV�%�
VXUIDFH�DQWLJHQHPLD�IRU�DW�OHDVW���PRQWKV��DQG�ZKR�DUH�KHSDWLWLV�$�YLUXV��+$9��
,J*�QHJDWLYH�VKRXOG�UHFHLYH�WKH�+$9�YDFFLQH�VHULHV�EHFDXVH�RI�WKH�DGGHG�
ULVN�RI�DFXWH�+$9�LQ�SHRSOH�ZLWK�FKURQLF�YLUDO�KHSDWLWLV��7KLV�YDFFLQH�FDQ�EH�
JLYHQ�VDIHO\�GXULQJ�SUHJQDQF\��$&2*�3UDFWLFH�%XOOHWLQ�1R������2EVWHW�*\QHFRO�
����������������UHDIILUPHG�������

$Q�$57�UHJLPHQ�WKDW�LQFOXGHV�GUXJV�DFWLYH�DJDLQVW�ERWK�+,9�DQG�+%9��L�H���7')�
���7&�RU�)7&��LV�UHFRPPHQGHG�IRU�SUHJQDQW�ZRPHQ�ZLWK�+,9�+%9�FR�LQIHFWLRQ�
WR�DYRLG�UHDFWLYDWLRQ�RI�+%9�DQG�GHYHORSPHQW�RI�LPPXQH�UHFRQVWLWXWLRQ�
LQIODPPDWRU\�V\QGURPH��,5,6���$Q�,5,6�UHODWHG�IODUH�RI�+%9�DFWLYLW\�GXULQJ�
SUHJQDQF\�FDQ�RFFXU�HYHQ�DPRQJ�ZRPHQ�ZLWK�UHODWLYHO\�KLJK�&'���FHOO�FRXQWV��
8VH�RI�$59V�WKDW�KDYH�DQWL�+%9�DFWLYLW\�ZLOO�DOVR�UHGXFH�+%9�YLUHPLD�DQG�PD\�
GHFUHDVH�WKH�ULVN�RI�IDLOXUH�RI�QHRQDWDO�+%9�LPPXQH�JOREXOLQ��+%,*��DQG�+%9�
YDFFLQH�IRU�SUHYHQWLRQ�RI�SHULQDWDO�WUDQVPLVVLRQ�RI�+%9�

(OHYDWLRQ�RI�KHSDWLF�HQ]\PHV�DIWHU�$57�LQLWLDWLRQ�PD\�EH�UHODWHG�WR�+%9�IODUH�
GXH�WR�LPPXQH�UHFRQVWLWXWLRQ�ZLWK�HIIHFWLYH�$59�UHJLPHQV��+%9�LQIHFWLRQ�DOVR�
LQFUHDVHV�KHSDWRWR[LF�ULVN�RI�3,V�DQG�193��/LYHU�HQ]\PHV�VKRXOG�EH�DVVHVVHG�
�²��ZHHNV�DIWHU�LQLWLDWLRQ�RI�$59V�DQG�WKHQ�DW�OHDVW�HYHU\���PRQWKV��,I�KHSDWLF�
WR[LFLW\�RFFXUV��FRQVXOWDWLRQ�ZLWK�DQ�H[SHUW�LQ�+,9�DQG�+%9�FR�LQIHFWLRQ�LV�
VWURQJO\�UHFRPPHQGHG��3UHJQDQW�ZRPHQ�ZLWK�+%9�+,9�FR�LQIHFWLRQ�VKRXOG�
EH�FRXQVHOHG�DERXW�VLJQV�DQG�V\PSWRPV�RI�OLYHU�WR[LFLW\�DQG�DGYLVHG�WR�
DYRLG�DOFRKRO��,I�$59V�DUH�GLVFRQWLQXHG�SRVWSDUWXP�LQ�ZRPHQ�ZLWK�+,9�+%9�
FR�LQIHFWLRQ��IUHTXHQW�PRQLWRULQJ�RI�OLYHU�IXQFWLRQ�WHVWV�IRU�SRWHQWLDO�+%9�IODUH�LV�
UHFRPPHQGHG��ZLWK�SURPSW�UH�LQLWLDWLRQ�RI�WUHDWPHQW�IRU�ERWK�+,9�DQG�+%9�LI�
D�IODUH�LV�VXVSHFWHG�

CCGW.indb   317 11/7/13   10:10 PM



8�6��'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV��+HDOWK�5HVRXUFHV�DQG�6HUYLFHV�$GPLQLVWUDWLRQ��+,9�$,'6�%XUHDX���

$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

,QWHUIHURQ��,)1��DQG�SHJ�,)1�DUH�QRW�UHFRPPHQGHG�IRU�XVH�LQ�SUHJQDQF\�
EHFDXVH�RI�GLUHFW�DQWLJURZWK�DQG�DQWLSUROLIHUDWLYH�HIIHFWV�DQG�VKRXOG�EH�XVHG�
RQO\�LI�WKH�SRWHQWLDO�EHQHILW�RXWZHLJKV�WKH�ULVN��1HXURORJ\�����������������

$OO�LQIDQWV�ERUQ�WR�PRWKHUV�ZKR�DUH�+%V$J��VKRXOG�UHFHLYH�KHSDWLWLV�%�LPPXQH�
JOREXOLQ��+%,*��DQG�VKRXOG�UHFHLYH�DQ�LQLWLDO�GRVH�RI�+%9�YDFFLQH�ZLWKLQ����
KRXUV�DIWHU�ELUWK��7KH�VHFRQG�DQG�WKLUG�GRVHV�RI�YDFFLQH�VKRXOG�EH�DGPLQLVWHUHG�
DW���DQG���PRQWKV�RI�DJH��UHVSHFWLYHO\��7KLV�UHJLPHQ�LV�!����HIIHFWLYH�LQ�
SUHYHQWLQJ�+%9�LQIHFWLRQ�LQ�WKHVH�LQIDQWV�

+HSDWLWLV�&�LQIHFWLRQ��%HFDXVH�RI�DQ�LQFUHDVHG�ULVN�IRU�IXOPLQDQW�+$9�RU�+%9�
LQ�SDWLHQWV�LQIHFWHG�ZLWK�+&9��+$9�YDFFLQDWLRQ�LV�UHFRPPHQGHG�IRU�+&9�
LQIHFWHG�ZRPHQ�ZKR�DUH�DQWL�+$9�QHJDWLYH��+%9�YDFFLQDWLRQ�LV�UHFRPPHQGHG�
IRU�ZRPHQ�ZKR�DUH�+%9�XQLQIHFWHG��7KHVH�YDFFLQDWLRQV�PD\�EH�JLYHQ�
VDIHO\�GXULQJ�SUHJQDQF\��$&2*�3UDFWLFH�%XOOHWLQ�1R������2EVWHW�*\QHFRO�
����������������UHDIILUPHG�������

7UHDWPHQW�RI�+&9�DLPV�WR�HUDGLFDWH�LQIHFWLRQ�DQG�SUHYHQW�WKH�ORQJ�WHUP�
FRPSOLFDWLRQV�RI�SURJUHVVLYH�OLYHU�GLVHDVH��,W�JHQHUDOO\�LQFOXGHV�FRPELQDWLRQ�
WKHUDS\�ZLWK�SHJ\ODWHG�LQWHUIHURQ�SOXV�ULEDYLULQ��KRZHYHU��WUHDWPHQW�ZLWK�WKHVH�
DJHQWV�LV�QRW�UHFRPPHQGHG�GXULQJ�SUHJQDQF\��5HFRPPHQGDWLRQV�IRU�8VH�RI�
$QWLUHWURYLUDO�'UXJV�LQ�3UHJQDQW�+,9���,QIHFWHG�:RPHQ�IRU�0DWHUQDO�+HDOWK�
DQG�,QWHUYHQWLRQV�WR�5HGXFH�3HULQDWDO�+,9�7UDQVPLVVLRQ�LQ�WKH�8QLWHG�6WDWHV��
8SGDWHG�6HSW������������KWWS���ZZZ�DLGVLQIR�QLK�JRY�*XLGHOLQHV�+70/���
SHULQDWDO�JXLGHOLQHV�����LQLWLDO�SRVWQDWDO�PDQDJHPHQW�RI�WKH�KLY�H[SRVHG�
QHRQDWH���5LEDYLULQ�LV�WHUDWRJHQLF�DW�ORZ�GRVHV�LQ�PXOWLSOH�DQLPDO�VSHFLHV��%RWK�
ZRPHQ�DQG�PHQ�RI�FKLOGEHDULQJ�SRWHQWLDO�ZKR�DUH�UHFHLYLQJ�ULEDYLULQ�VKRXOG�
EH�FRXQVHOHG�DERXW�WKH�QHHG�WR�XVH�HIIHFWLYH�FRQWUDFHSWLRQ�GXULQJ�WKHUDS\�
DQG�IRU���PRQWKV�DIWHU�FRPSOHWLRQ��,QWHUIHURQV�DUH�QRW�UHFRPPHQGHG�IRU�XVH�
LQ�SUHJQDQF\�EHFDXVH�RI�GLUHFW�DQWLJURZWK�DQG�DQWLSUROLIHUDWLYH�HIIHFWV��7KH�
UHFHQWO\�)'$�DSSURYHG�GUXJV�ERFHSUHYLU�DQG�WHODSUHYLU�VKRXOG�EH�XVHG�RQO\�
LQ�FRPELQDWLRQ�ZLWK�LQWHUIHURQ�DQG�ULEDYLULQ�DQG�WKHUHIRUH�VKRXOG�QRW�EH�XVHG�
LQ�SUHJQDQF\��(YDOXDWLRQ�IRU�WUHDWPHQW��LQFOXGLQJ�OLYHU�ELRSV\��FDQ�EH�GHOD\HG�
XQWLO���PRQWKV�RU�PRUH�DIWHU�GHOLYHU\�WR�DOORZ�SUHJQDQF\�UHODWHG�FKDQJHV�LQ�
GLVHDVH�DFWLYLW\�WR�UHVROYH�

$�(XURSHDQ�VWXG\�RI�SHULQDWDO�+&9�WUDQVPLVVLRQ�IRXQG�WKDW�WKH�XVH�
RI�HIIHFWLYH�FRPELQDWLRQ�$57�ZDV�DVVRFLDWHG�ZLWK�D�VWURQJ�WUHQG�IRU�
UHGXFWLRQ�LQ�+&9�WUDQVPLVVLRQ�>25�����������&,������²����@��-�,QIHFW�'LV�
�������������������7KHUHIRUH��VWDQGDUG�UHFRPPHQGDWLRQV�IRU�$59�GUXJ�
XVH�GXULQJ�SUHJQDQF\�IRU�WUHDWPHQW�RI�+,9�DQG�RU�SUHYHQWLRQ�RI�07&7�+,9�
WUDQVPLVVLRQ�VKRXOG�EH�IROORZHG�

$V�ZLWK�+%9�LQIHFWLRQ��HOHYDWLRQ�LQ�KHSDWLF�HQ]\PHV�PD\�RFFXU�DIWHU�VWDUWLQJ�
$59V��WKLV�PD\�EH�UHODWHG�WR�+&9�IODUH�GXH�WR�LPPXQH�UHFRQVWLWXWLRQ�ZLWK�
HIIHFWLYH�$59�UHJLPHQV�RU�WR�JUHDWHU�YXOQHUDELOLW\�WR�KHSDWRWR[LFLW\�ZLWK�
$59V�GUXJV�

/LYHU�HQ]\PHV�VKRXOG�EH�DVVHVVHG��²��ZHHNV�IROORZLQJ�LQLWLDWLRQ�RI�$59V�
DQG�WKHQ�DW�OHDVW�HYHU\���PRQWKV���5HFRPPHQGDWLRQV�IRU�8VH�RI�$QWLUHWURYLUDO�
'UXJV�LQ�3UHJQDQW�+,9���,QIHFWHG�:RPHQ�IRU�0DWHUQDO�+HDOWK�DQG�,QWHUYHQWLRQV�
WR�5HGXFH�3HULQDWDO�+,9�7UDQVPLVVLRQ�LQ�WKH�8QLWHG�6WDWHV���,I�KHSDWLF�WR[LFLW\�
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RFFXUV��FRQVXOWDWLRQ�ZLWK�DQ�H[SHUW�LQ�+,9�DQG�+&9�FR�LQIHFWLRQ�LV�VWURQJO\�
UHFRPPHQGHG��3UHJQDQW�ZRPHQ�ZLWK�+&9�+,9�FR�LQIHFWLRQ�VKRXOG�EH�FRXQVHOHG�
DERXW�VLJQV�DQG�V\PSWRPV�RI�OLYHU�WR[LFLW\�DQG�DGYLVHG�WR�DYRLG�DOFRKRO�

,QWHUQDO�IHWDO�PRQLWRULQJ��DPQLRFHQWHVLV��DQG�GXUDWLRQ�RI�PHPEUDQH�UXSWXUH�
JUHDWHU�WKDQ���KRXUV�PD\�LQFUHDVH�ULVN�RI�+&9�WUDQVPLVVLRQ��-�,QIHFW�'LV�
�������������������$QQ�+HSDWRO��������VXSSO������0RVW�VWXGLHV�WKDW�KDYH�
LQFOXGHG�ERWK�+,9�LQIHFWHG�DQG�XQLQIHFWHG�SUHJQDQW�ZRPHQ�ZLWK�+&9�KDYH�
IRXQG�WKDW�HOHFWLYH�&6�GHOLYHU\�GRHV�QRW�UHGXFH�WKH�ULVN�RI�SHULQDWDO�+&9�
WUDQVPLVVLRQ��$,'6�������������������$P�-�2EVWHW�*\QHFRO������������������
$UFK�*\QHFRO�2EVWHW���������������

+,9���LQIHFWLRQ��+,9���LQIHFWLRQ�LV�HQGHPLF�LQ�VRPH�:HVW�$IULFDQ�FRXQWULHV�
DQG�LQ�SDUWV�RI�,QGLD��-$0$��������������������$,'6��������VXSSO�
��6�����,W�DOVR�RFFXUV�LQ�FRXQWULHV�ZLWK�ODUJH�QXPEHUV�RI�LPPLJUDQWV�IURP�WKHVH�
UHJLRQV��%XOO�(SLGHPLRO�+HEG������������������+,9���LV�OHVV�LQIHFWLRXV�WKDQ�
+,9����ZLWK�D���IROG�ORZHU�UDWH�RI�VH[XDO�WUDQVPLVVLRQ�DQG�D���²���IROG�
ORZHU�UDWH�RI�YHUWLFDO�WUDQVPLVVLRQ��/DQFHW����������������������/DQFHW�
��������������������

+,9���LQIHFWLRQ�VKRXOG�EH�VXVSHFWHG�LI�D�SUHJQDQW�ZRPHQ�RU�KHU�SDUWQHU�
LV�IURP�DQ�HQGHPLF�FRXQWU\�DQG�SUHVHQWV�ZLWK�WKH�IROORZLQJ�SDWWHUQ�RI�+,9�
WHVWLQJ��D�SRVLWLYH�WHVW�RQ�+,9�VFUHHQLQJ�DVVD\�ZLWK�D�UHSHDWHGO\�LQGHWHUPLQDWH�
+,9���ZHVWHUQ�EORW�DQG�+,9���51$�9/�DW�RU�EHORZ�WKH�OLPLW�RI�GHWHFWLRQ��
$OWKRXJK�PRVW�FRPPHUFLDOO\�DYDLODEOH�+,9�VFUHHQLQJ�WHVWV�FDQ�GHWHFW�ERWK�
+,9���DQG�+,9����WKH�%LR�5DG�/DERUDWRULHV�0XOWLVSRW�+,9����WHVW�LV�WKH�RQO\�
)'$�DSSURYHG�DQWLERG\�WHVW�WKDW�FDQ�GLVWLQJXLVK�EHWZHHQ�+,9���DQG�+,9����LQ�
VRPH�ODERUDWRULHV�+,9���VXSSOHPHQWDO�WHVWV�VXFK�DV�+,9���LPPXQREORW�RU�+,9���
VSHFLILF�ZHVWHUQ�EORW�DUH�DYDLODEOH��EXW�WKHVH�WHVWV�GR�QRW�KDYH�)'$�DSSURYDO�
IRU�GLDJQRVLV��2QH�+,9���9/�DVVD\�LV�QRZ�FRPPHUFLDOO\�DYDLODEOH�LQ�WKH�8QLWHG�
6WDWHV��LW�FDQ�EH�RUGHUHG�WKURXJK�WKH�8QLYHUVLW\�RI�:DVKLQJWRQ������������
�����RU�FRPPVHUY#X�ZDVKLQJWRQ�HGX��

)RU�+,9����SUHJQDQW�ZRPHQ�ZKR�UHTXLUH�WUHDWPHQW�IRU�WKHLU�RZQ�KHDOWK��H�J���
VLJQLILFDQW�FOLQLFDO�GLVHDVH�RU�&'���FHOO�FRXQW������PP����WZR�157,V�DQG�D�
ERRVWHG�3,�DUH�FXUUHQWO\�UHFRPPHQGHG�IRU�WUHDWPHQW��2Q�WKH�EDVLV�RI�DYDLODEOH�
VDIHW\�GDWD�LQ�SUHJQDQF\��='9��7&���/39�U��RU��DOWHUQDWLYHO\��7')�)7&���/39�U�
RU�7')����7&���/39�U�LV�UHFRPPHQGHG�IRU�WUHDWPHQW�GXULQJ�SUHJQDQF\�

2SWLPDO�SURSK\OD[LV�UHJLPHQV�IRU�+,9����SUHJQDQW�ZRPHQ��ZLWKRXW�+,9���
FR�LQIHFWLRQ��ZKR�GR�QRW�UHTXLUH�WUHDWPHQW�IRU�WKHLU�RZQ�KHDOWK��H�J���&'���FHOO�
FRXQW�!����PP��DQG�QR�VLJQLILFDQW�FOLQLFDO�GLVHDVH��KDYH�QRW�EHHQ�GHILQHG��
6RPH�H[SHUWV�ZRXOG�XVH�D�ERRVWHG�3,�EDVHG�UHJLPHQ�IRU�SURSK\OD[LV�DQG�VWRS�
WKH�GUXJV�SRVWSDUWXP��2WKHU�H[SHUWV�ZRXOG�XVH�='9�SURSK\OD[LV�DORQH�GXULQJ�
SUHJQDQF\�DQG�LQWUDSDUWXP��&OLQ�,QIHFW�'LV������������������6RPH�H[SHUWV�
ZRXOG�QRW�SURYLGH�DQ\�GUXJ�SURSK\OD[LV�EHFDXVH�WKH�ULVN�RI�WUDQVPLVVLRQ�IURP�
VXFK�ZRPHQ�LV�YHU\�ORZ��+,9�0HG�����������������7KH�LQIDQW�VKRXOG�UHFHLYH�
WKH�VWDQGDUG���ZHHN�='9�SURSK\ODFWLF�UHJLPHQ��([SHUW�FRQVXOWDWLRQ�LV�DGYLVHG�

1157,V�DQG�(1)�DUH�QRW�DFWLYH�DJDLQVW�+,9���DQG�VKRXOG�QRW�EH�XVHG�IRU�
WUHDWPHQW�RU�SURSK\OD[LV�
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,QIDQWV�ERUQ�WR�+,9����PRWKHUV�VKRXOG�EH�WHVWHG�ZLWK�+,9���VSHFLILF�YLURORJLF�
DVVD\V�DW�VLPLODU�WLPH�SRLQWV�DV�+,9���WHVWLQJ�ZRXOG�EH�FRQGXFWHG��%HFDXVH�
WKHVH�WHVWV�DUH�QRW�FRPPHUFLDOO\�DYDLODEOH��WHVWLQJ�PXVW�EH�UHIHUUHG�WR�
DFDGHPLF�RU�UHVHDUFK�ODERUDWRULHV��'HWHUPLQLQJ�ORVV�RI�+,9���DQWLERGLHV�E\�
DJH����PRQWKV�LV�DOVR�UHFRPPHQGHG��+,9�0HG�����������������%UHDVWIHHGLQJ�
LV�QRW�UHFRPPHQGHG�IRU�LQIDQWV�RI�+,9����PRWKHUV�

2SSRUWXQLVWLF�,QIHFWLRQV

3URSK\OD[LV�LQGLFDWLRQV�DQG�UHFRPPHQGDWLRQV�IRU�SULPDU\�SURSK\OD[LV�RI�2,V�
LQ�SUHJQDQF\�DUH�QRWHG�LQ�7DEOH������2QFH�DQ�LQGLYLGXDO�KDV�KDG�WKH�OLVWHG�
LQIHFWLRQV��SURSK\OD[LV�WR�SUHYHQW�UHFXUUHQFH�LV�UHFRPPHQGHG�DV�VWDQGDUG�RI�
FDUH��&ULWHULD�IRU�GLVFRQWLQXDWLRQ�RI�VHFRQGDU\�SURSK\OD[LV�YDU\�E\�LQIHFWLRQ��
6HH�WKH�863+6�*XLGHOLQHV�IRU�3UHYHQWLRQ�DQG�7UHDWPHQW�RI�2SSRUWXQLVWLF�
,QIHFWLRQV�LQ�$GXOWV�DQG�$GROHVFHQWV��KWWS���DLGVLQIR�QLK�JRY�*XLGHOLQHV���IRU�
FXUUHQW�UHFRPPHQGDWLRQV�IRU�WUHDWPHQW�DQG�VHFRQGDU\�SURSK\OD[LV�RI�HDFK�2,�
,Q�SUHJQDQF\�

7DEOH����

3ULPDU\�3URSK\OD[LV�IRU�2SSRUWXQLVWLF�,QIHFWLRQV�LQ�3UHJQDQW�
:RPHQ
3DWKRJHQ ,QGLFDWLRQ 5HJLPHQ $OWHUQDWLYHV� &RPPHQW

3QHXPRF\VWLV�
SQHXPRQLD

6WURQJ�UHFRP��
PHQGDWLRQ�

&'���FHOO�
FRXQW������F�
PP��RU�RUDO�
WKUXVK

0RGHUDWH�
UHFRPPHQGD�
WLRQ�

&'���������
RU�KLVWRU\�RI�
$,'6�GHILQLQJ�
LOOQHVV

703�60=�'6�
RU�66���SR�TG

'DSVRQH

$WRYDTXRQH

7HVW�IRU�*�3'�
GHILFLHQF\�
EHIRUH�
DGPLQLVWUDWLRQ�
RI�GDSVRQH

&ULWHULRQ�
IRU�VWRSSLQJ�
SULPDU\�
SURSK\OD[LV��
&'���FHOO�
FRXQW�!����
F�PP��IRU�
!��PR�LQ�
UHVSRQVH�WR�
$57

7R[RSODVPD�
JRQGLL

6WURQJ�UHFRP��
PHQGDWLRQ�

7R[RSODVPD�
,J*��ZLWK�
&'���FHOO�
FRXQW������
F�PP��RU�LI�
WR[RSODVPD�
VHURFRQYHUVLRQ�
RFFXUV

703�60=�'6�
��SR�TG

703�60=�
�DOWHUQDWH�
GRVLQJ�

'DSVRQH���
S\ULPHWKDPLQH�
��OHXFRYRULQ

7HVW�IRU�*�3'�
GHILFLHQF\�
EHIRUH�
DGPLQLVWUDWLRQ�
RI�GDSVRQH

&ULWHULRQ�IRU�
VWRSSLQJ�
SULPDU\�
SURSK\OD[LV��
&'���FHOO�
FRXQW�!����F�
PP��IRU�!��
PR�LQ�UHVSRQVH�
WR�$57
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

7DEOH����

3ULPDU\�3URSK\OD[LV�IRU�2SSRUWXQLVWLF�,QIHFWLRQV�LQ�3UHJQDQW�
:RPHQ
3DWKRJHQ ,QGLFDWLRQ 5HJLPHQ $OWHUQDWLYHV� &RPPHQW

0\FREDFWHULXP�
WXEHUFXORVLV

6WURQJ�UHFRP��
PHQGDWLRQ�

3RVLWLYH�
GLDJQRVWLF�
WHVW�IRU�ODWHQW�
7%��H�J���767�
UHDFWLRQ���
��PP�RU�����
LQWHUIHURQ�
JDPPD�
UHOHDVH�DVVD\���
QR�SULRU�
WUHDWPHQW�IRU�
DFWLYH�RU�ODWHQW�
7%�DQG�QR�
HYLGHQFH�RI�
DFWLYH�7%��RU

1HJDWLYH�
GLDJQRVWLF�WHVW�
IRU�ODWHQW�7%�
EXW�FRQWDFW�
ZLWK�DFWLYH�
7%�DQG�QR�
HYLGHQFH�RI�
DFWLYH�7%

,1+�����PJ�
TG�RU�����
PJ�WZLFH�
ZHHNO\�SOXV�
S\ULGR[LQH�
���PJ�TG�IRU�
��PR

5LIDPSLQ

5LIDEXWLQ

0XVW�UXOH�
RXW�DFWLYH�
7%�SULRU�WR�
EHJLQQLQJ�
SURSK\OD[LV��
IRU�SHUVRQV�
H[SRVHG�WR�
GUXJ�UHVLVWDQW�
7%��VHOHFW�
GUXJV�ZLWK�
FRQVXOWDWLRQ

0\FREDFWHULXP�
DYLXP�FRPSOH[�

6WURQJ�UHFRP��
PHQGDWLRQ�

&'���FHOO�
FRXQW�����F�
PP�

$]LWKURP\FLQ�
�����PJ�SR�
RQFH�ZHHNO\�
RU�����PJ�SR�
WZLFH�ZHHNO\

5LIDEXWLQ�
�PXVW�UXOH�RXW�
DFWLYH�7%�

0XVW�UXOH�RXW�
DFWLYH�0$&�
LQIHFWLRQ

&ULWHULRQ�
IRU�VWRSSLQJ�
SULPDU\�
SURSK\OD[LV��
&'���FHOO�
FRXQW�!����
F�PP��IRU�
!��PR�LQ�
UHVSRQVH�WR�
$57

1RWH��$OO�DEEUHYLDWLRQV�DUH�GHILQHG�LQ�WKH�OLVW�RI�$EEUHYLDWLRQV�DQG�$FURQ\PV��S��L[
�6HH�2,�*XLGHOLQHV�IRU�'RVLQJ��KWWS���DLGVLQIR�QLK�JRY�*XLGHOLQHV���DFFHVVHG���������

,PPXQL]DWLRQV

6HH�WKH�863+6�*XLGHOLQHV�IRU�3UHYHQWLRQ�DQG�7UHDWPHQW�RI�2SSRUWXQLVWLF�
,QIHFWLRQV�LQ�$GXOWV�DQG�$GROHVFHQWV��KWWS���DLGVLQIR�QLK�JRY�*XLGHOLQHV���IRU�
FXUUHQW�UHFRPPHQGDWLRQV�IRU�LPPXQL]DWLRQV�LQ�SUHJQDQF\�

FRQWLQXHG
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

,PPXQL]DWLRQ�VKRXOG�EH�FRQVLGHUHG�LQ�SUHJQDQF\�ZKHQ�WKH�ULVN�IRU�H[SRVXUH�
RU�PDWHUQDO�DQG�RU�IHWDO�LQIHFWLRQ�LV�KLJK�DQG�WKH�YDFFLQH�LV�WKRXJKW�XQOLNHO\�WR�
FDXVH�KDUP��,PPXQH�VXSSUHVVHG�+,9�LQIHFWHG�SDWLHQWV�DQG�SUHJQDQW�ZRPHQ�
VKRXOG�DYRLG�OLYH�YLUXV�RU�OLYH�EDFWHULD�YDFFLQHV��+,9�LQIHFWHG�SDWLHQWV�ZKR�DUH�
V\PSWRPDWLF�RU�KDYH�ORZ�&'���FHOO�FRXQWV�PD\�KDYH�VXERSWLPDO�UHVSRQVHV�
WR�YDFFLQDWLRQ��6RPH��EXW�QRW�DOO��VWXGLHV�KDYH�VKRZQ�D�WUDQVLHQW�����ZHHNV��
LQFUHDVH�LQ�9/�DIWHU�LPPXQL]DWLRQ��7KLV�LQFUHDVH�LQ�YLUHPLD�PD\�EH�SUHYHQWHG�
ZLWK�DSSURSULDWH�$57��0HGLFDO�0DQDJHPHQW�RI�+,9�,QIHFWLRQ������²������
-RKQV�+RSNLQV�8QLYHUVLW\�6FKRRO�RI�0HGLFLQH���)RU�WKLV�UHDVRQ��FOLQLFLDQV�PD\�
FRQVLGHU�GHIHUULQJ�URXWLQH�YDFFLQDWLRQ�XQWLO�DIWHU�WKH�SDWLHQW�LV�RQ�DQ�HIIHFWLYH�
$59�UHJLPHQ�DQG�DYRLGLQJ�DGPLQLVWUDWLRQ�ODWH�LQ�SUHJQDQF\��L�H���FORVH�WR�
GHOLYHU\���ZKHQ�PRVW�WUDQVPLVVLRQ�LV�WKRXJKW�WR�RFFXU��7DEOH������SUHVHQWV�
FXUUHQW�LPPXQL]DWLRQ�UHFRPPHQGDWLRQV�IRU�+,9�LQIHFWHG�SUHJQDQW�ZRPHQ�

7DEOH�����

,PPXQL]DWLRQV�5HFRPPHQGHG�IRU�+,9�,QIHFWHG�3UHJQDQW�:RPHQ
9DFFLQHV 5HFRPPHQGDWLRQ &RPPHQWV

3QHXPRFRFFDO��
�VHH�7DEOH�����

5HFRPPHQGHG�LI�SDWLHQW�
KDV�QRW�UHFHLYHG�WKH�
YDFFLQH�GXULQJ�WKH�
SUHYLRXV���\

,QIOXHQ]D 5HFRPPHQGHG $GPLQLVWHU�DQQXDOO\�
EHIRUH�IOX�VHDVRQ�EHJLQV

8VH�RI�OLYH�DWWHQXDWHG�
LQIOXHQ]D�YDFFLQH�LV�
FRQWUDLQGLFDWHG

7HWDQXV�GLSKWKHULD�
SHUWXVVLV��7GDS�

5HFRPPHQGHG�ZLWK�HDFK�
SUHJQDQF\
��RSWLPDO�WLPLQJ�LV���²���
ZHHNV�JHVWDWLRQ
��LI�WHWDQXV�ERRVWHU�
LQGLFDWHG�IRU�ZRXQG�
PDQDJHPHQW��DGPLQLVWHU�
DW�DQ\�WLPH
��LI�XQNQRZQ�RU�LQFRPSOHWH�
WHWDQXV�YDFFLQDWLRQ��
DGPLQLVWHU���YDFFLQDWLRQV�
FRQWDLQLQJ�WHWDQXV�DQG�
GLSKWKHULD��7G��WR[RLGV�
ZLWK�UHFRPPHQGHG�
VFKHGXOH������ZHHNV��
�²���PR��7GDS�VKRXOG�
UHSODFH���GRVH�RI�7G��
SUHIHUDEO\�EHWZHHQ�
��²���ZNV�JHVWDWLRQ

3UHJQDQW�ZRPHQ�ZKR�
KDYH�QRW�DOUHDG\�UHFHLYHG�
7GDS�VKRXOG�UHFHLYH�D�
GRVH�DV�VRRQ�DV�SRVVLEOH�
DIWHU�GHOLYHU\�WR�HQVXUH�
SHUWXVVLV�LPPXQLW\�DQG�
UHGXFH�WKH�ULVN�IRU�
WUDQVPLVVLRQ�RI�7G�WR�WKH�
QHZERUQ

+%9 5HFRPPHQGHG�IRU�DOO�
VXVFHSWLEOH�SDWLHQWV

��GRVHV��DW������PR����PR�
RI�SUHJQDQF\
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

7DEOH�����

,PPXQL]DWLRQV�5HFRPPHQGHG�IRU�+,9�,QIHFWHG�3UHJQDQW�:RPHQ
9DFFLQHV 5HFRPPHQGDWLRQ &RPPHQWV

+$9 5HFRPPHQGHG�IRU�
DOO�VXVFHSWLEOH��+$9�
$E�QHJDWLYH��SDWLHQWV�ZLWK�
FKURQLF�+&9�RU�+%9��DOVR�
LQGLFDWHG�EHIRUH�WUDYHO�
WR�HQGHPLF�DUHDV��LQ�
,'8V��DQG�ZLWK�FRPPXQLW\�
RXWEUHDNV

��GRVHV��DW������PR�RI�
SUHJQDQF\

(QKDQFHG�SRWHQF\�
LQDFWLYDWHG�SROLR�YDFFLQH

8VH�LI�QRW�SUHYLRXVO\�
LPPXQL]HG�DQG�WUDYHOLQJ�
WR�DUHDV�ZKHUH�ULVN�IRU�
H[SRVXUH�LV�KLJK

2UDO�SROLR�YDFFLQH�LV�D�
OLYH�YLUXV�YDFFLQH�DQG�LV�
FRQWUDLQGLFDWHG�LQ�+,9�
LQIHFWHG�SHRSOH

,PPXQH�*OREXOLQV

5HFRPPHQGHG�IRU�PHDVOHV�
H[SRVXUH�LQ�SHUVRQV�ZLWK�
V\PSWRPDWLF�+,9

5HFRPPHQGHG�IRU�+$9��
ZLWK�H[SRVXUH�WR�+$9�
LQ�FORVH�FRQWDFW�VH[�
SDUWQHU��RU�ZLWK�WUDYHO�WR�
XQGHUGHYHORSHG�FRXQWU\�
�HVSHFLDOO\�LQ�SDWLHQWV�
ZLWK�DGYDQFHG�+,9��ZKR�
PD\�KDYH�SRRU�DQWLERG\�
UHVSRQVH�WR�YDFFLQH�

5HFRPPHQGHG�IRU�UXEHOOD��
ZLWKLQ����K�RI�H[SRVXUH

+\SHULPPXQH�*OREXOLQV

9DULFHOOD�]RVWHU�YLUXV�
�9=9��LPPXQH�JOREXOLQ

5HFRPPHQGHG�IRU�
VXVFHSWLEOH�DGXOWV��L�H���
XQGHWHFWDEOH�DQWLERGLHV�
WR�9=9�RU�QR�KLVWRU\�RI�
HLWKHU�FKLFNHQSR[�RU�
VKLQJOHV��DIWHU�VLJQLILFDQW�
H[SRVXUH�WR�FKLFNHQSR[�RU�
9=9��VLJQLILFDQW�H[SRVXUH�
 �KRXVHKROG��KRVSLWDO�
URRP��FORVH�LQGRRU�FRQWDFW�
!��K��SURORQJHG�IDFH�WR�
IDFH�FRQWDFW�

*LYH�ZLWKLQ����K�RI�
H[SRVXUH

+HSDWLWLV�%�LPPXQH�
JOREXOLQ

5HFRPPHQGHG�IRU�
QHHGOHVWLFN�RU�VH[XDO�
FRQWDFW�ZLWK�+%V$J��
SHUVRQ�LQ�VXVFHSWLEOH�
LQGLYLGXDOV

*LYH�+%,*��VWDUW�+%9�
YDFFLQH�VHULHV�ZLWKLQ����G�
RI�H[SRVXUH

1RWH��$OO�DEEUHYLDWLRQV�DUH�GHILQHG�LQ�WKH�OLVW�RI�$EEUHYLDWLRQV�DQG�$FURQ\PV��S��L[

FRQWLQXHG
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

)UHTXHQF\�RI�9LVLWV

7KH�IUHTXHQF\�RI�SUHQDWDO�FDUH�YLVLWV�GHSHQGV�RQ�VHYHUDO�IDFWRUV�VSHFLILF�WR�
HDFK�SDWLHQW��LQFOXGLQJ�WKH�KHDOWK�RI�WKH�PRWKHU��JHVWDWLRQDO�DJH��SUHVHQFH�RI�
SUHJQDQF\�UHODWHG�FRPSOLFDWLRQV��$59�UHJLPHQ�DQG�UHVSRQVH��DQG�SV\FKRVRFLDO�
QHHGV��,Q�XQFRPSOLFDWHG�SUHJQDQFLHV��YLVLWV�JHQHUDOO\�DUH�VFKHGXOHG�PRQWKO\�LQ�
HDUO\�SUHJQDQF\�DQG�HYHU\��²��ZHHNV�IURP���²���ZHHNV�RI�JHVWDWLRQ�XQWLO�
GHOLYHU\��ZKHQ�SRVVLEOH��WKH\�VKRXOG�EH�FRRUGLQDWHG�ZLWK�RWKHU�KHDOWKFDUH�YLVLWV�

&RQVXOWDWLRQV�WR�&RQVLGHU�'XULQJ�3UHJQDQF\

+,9�LQIHFWHG�ZRPHQ�PD\�QHHG�FHUWDLQ�VSHFLDOW\�FRQVXOWDWLRQV�GXULQJ�
SUHJQDQF\��,GHDOO\��PDQ\�RI�WKHVH�FRQVXOWDWLRQV�FDQ�EH�KDQGOHG�ZLWKLQ�WKH�
VDPH�FOLQLF�RU�FHQWHU�ZKHUH�WKH�SDWLHQW�LV�VHHQ�IRU�REVWHWULFDO�RU�SULPDU\�
PHGLFDO�FDUH��:KHQ�SRVVLEOH��UHIHUUDO�RI�WKH�+,9�LQIHFWHG�SUHJQDQW�ZRPDQ�WR�
DQ�REVWHWULFLDQ�ZLWK�+,9�H[SHUWLVH�DQG�H[SHULHQFH�LV�DGYLVHG��LQ�ZKLFK�FDVH�WKH�
REVWHWULFLDQ�PD\�PDQDJH�PDQ\�RI�WKH�SDWLHQW·V�+,9�VSHFLILF�WUHDWPHQW�LVVXHV�

,Q�JHQHUDO��FRQVXOWDWLYH�QHHGV�PD\�LQFOXGH�WKH�IROORZLQJ�

��3HULQDWRORJ\�WR�DGGUHVV�VSHFLDO�REVWHWULFDO�FRQFHUQV��LQFOXGLQJ�XVH�RI�
+,9�UHODWHG�RU�RWKHU�PHGLFDWLRQV�LQ�SUHJQDQF\��GLVFXVVLRQV�DERXW�IHWDO�
PRQLWRULQJ�HYDOXDWLRQ��RWKHU�DSSURSULDWH�DQWHSDUWXP�LQWUDSDUWXP�
HYDOXDWLRQ�DQG�PDQDJHPHQW��:KHQ�LQGLFDWHG��FRQVXOWDWLRQ�VKRXOG�
LGHDOO\�EH�ZLWK�D�SHULQDWRORJLVW�ZKR�KDV�+,9�H[SHULHQFH�H[SHUWLVH�

�� ,QIHFWLRXV�GLVHDVH�+,9�VSHFLDOLVW�WR�DGGUHVV�+,9�UHODWHG�WUHDWPHQW�
LVVXHV��LQFOXGLQJ�FKRLFH�RI�$59�UHJLPHQ�DQG�QHHG�IRU�2,�SURSK\OD[LV�
RU�WUHDWPHQW��7KLV�FRQVXOWDWLRQ�LV�SDUWLFXODUO\�LPSRUWDQW�LI�WKH�SDWLHQW�LV�
QHZO\�GLDJQRVHG�ZLWK�+,9�LQIHFWLRQ�GXULQJ�SUHJQDQF\�

��3HGLDWULFV�WR�DGGUHVV�FDUH�RI�WKH�LQIDQW�DIWHU�ELUWK��LQFOXGLQJ�WHVWLQJ�
IRU�+,9��XVH�RI�='9��DQG�3QHXPRF\VWLV�MLURYHFLL�SQHXPRQLD��3&3��
SURSK\OD[LV�LQ�H[SRVHG�LQIDQWV

��1XWULWLRQ�WR�DGGUHVV�SURSHU�GLHW��WKH�QHHG�IRU�QXWULWLRQDO�RU�YLWDPLQ�
PLQHUDO�VXSSOHPHQWDWLRQ��DQG�IRRG�VDIHW\�LVVXHV�ZKHQ�QHHGHG

�� 6XEVWDQFH�DEXVH�PDQDJHPHQW�ZKHQ�LQGLFDWHG

��3V\FKLDWU\�SV\FKRORJ\�WR�DGGUHVV�VLJQV�V\PSWRPV�RI�GHSUHVVLRQ�DQG�
RWKHU�SV\FKLDWULF�GLVRUGHUV�DQG�WKHLU�PDQDJHPHQW��LI�QHHGHG

�� 6RFLDO�VHUYLFHV�WR�DGGUHVV�QHHGV�UHODWHG�WR�KRXVLQJ��WUDQVSRUWDWLRQ��
GRPHVWLF�YLROHQFH��DFFHVV�WR�PHGLFDWLRQV�DQG�PHGLFDO�FDUH��HWF�

&RXQVHOLQJ�DQG�6XSSRUW

6XSSRUW�V\VWHPV��$W�WKH�LQLWLDO�YLVLW��WKH�KHDOWKFDUH�SURYLGHU�VKRXOG�DVVHVV�D�
SDWLHQW·V�VXSSRUW�V\VWHPV��L�H���GHWHUPLQH�ZKR�NQRZV�WKH�SDWLHQW·V�+,9�VWDWXV��
ZKDW�SUREOHPV�VKH�KDV�HQFRXQWHUHG�ZLWK�GLVFORVXUH��ZKLFK�IDPLO\�PHPEHUV�
DQG�RU�IULHQGV�SURYLGH�RQJRLQJ�VXSSRUW��DQG�ZKDW�EDUULHUV�H[LVW�WR�GLVFORVLQJ�
KHU�+,9�VWDWXV�WR�VH[XDO�RU�QHHGOH�VKDULQJ�SDUWQHUV���7KHVH�LVVXHV�VKRXOG�EH�
UHDGGUHVVHG�DW�LQWHUYDOV�WKURXJKRXW�SUHJQDQF\�DV�QHHGHG��7KH�XVH�RI�SHHU�
FRXQVHORUV�PD\�EH�HVSHFLDOO\�KHOSIXO�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

&RQWUDFHSWLRQ�XVH�SRVWSDUWXP��'LVFXVVLRQ�DERXW�SRVWSDUWXP�FRQWUDFHSWLYH�
SODQV�VKRXOG�EH�LQLWLDWHG�LQ�HDUO\�WR�PLG�SUHJQDQF\�WR�DOORZ�WLPH�IRU�
FRPSUHKHQVLYH�HGXFDWLRQ�DQG�FRXQVHOLQJ�DERXW�DYDLODEOH�RSWLRQV�DQG�
DGHTXDWH�WLPH�IRU�LQIRUPHG�GHFLVLRQ�PDNLQJ��:RPHQ�ZKR�UHFHLYH�IDPLO\�
SODQQLQJ�FRXQVHOLQJ�GXULQJ�SUHQDWDO�FDUH�DUH�PRUH�OLNHO\�WR�XVH�HIIHFWLYH�
FRQWUDFHSWLRQ�SRVWSDUWXP��7KURPE�5HV����������6XSSO���V����

&RQGRP�XVH�GXULQJ�SUHJQDQF\��6H[XDO�DFWLYLW\�VKRXOG�EH�UHYLHZHG�DW�HDFK�
YLVLW�DQG�FRQGRP�XVH�UHLQIRUFHG�

'UXJ�XVH�WUHDWPHQW��+LVWRU\�RI�DQG�RU�RQJRLQJ�VXEVWDQFH�DEXVH��LQFOXGLQJ�XVH�
RI�WREDFFR�DQG�DOFRKRO�DV�ZHOO�DV�LOOLFLW�GUXJV��VKRXOG�EH�DVVHVVHG�DW�WKH�LQLWLDO�
YLVLW�DQG�DW�LQWHUYDOV�GXULQJ�SUHQDWDO�FDUH��LI�LQGLFDWHG��7\SH�RI�VXEVWDQFH�V���
DPRXQW�RI�XVH��URXWH�RI�DGPLQLVWUDWLRQ��DQG�SULRU�GUXJ�RU�DOFRKRO�WUHDWPHQW�
VKRXOG�EH�GRFXPHQWHG��7KH�SDWLHQW�VKRXOG�EH�FRXQVHOHG�DERXW�VSHFLILF�ULVNV�
DVVRFLDWHG�ZLWK�VXEVWDQFH�DEXVH�LQ�SUHJQDQF\��VHH�&KDSWHU����3V\FKRVRFLDO�
,VVXHV��DQG�GUXJ�RU�DOFRKRO�WUHDWPHQW�GXULQJ�SUHJQDQF\�VKRXOG�EH�HQFRXUDJHG�
DQG�IDFLOLWDWHG�IRU�DFWLYH�SUREOHPV�

$GKHUHQFH��%HIRUH�LQLWLDWLQJ�DQ�$59�UHJLPHQ��HDFK�SDWLHQW�VKRXOG�EH�HGXFDWHG�
DQG�FRXQVHOHG�DERXW�WKH�LPSRUWDQFH�RI�DGKHUHQFH�WR�SUHVFULEHG�PHGLFDWLRQV��
DQG�PHGLFDWLRQ�DGKHUHQFH�VKRXOG�EH�DVVHVVHG�DQG�UHLQIRUFHG�DW�HDFK�YLVLW�
�VHH�&KDSWHU����$GKHUHQFH��

&OLQLFDO�WULDOV��3UHJQDQW�+,9�LQIHFWHG�ZRPHQ�VKRXOG�EH�LQIRUPHG�DERXW�WKH�
DYDLODELOLW\�RI�DQG�RIIHUHG�SDUWLFLSDWLRQ�LQ�FOLQLFDO�WULDOV�IRU�ZKLFK�WKH\�DUH�
HOLJLEOH�

$GYDQFH�GLUHFWLYHV��7KH�LVVXH�RI�DGYDQFH�GLUHFWLYHV�IRU�FDUH�LQ�WKH�HYHQW�RI�
VXGGHQ�GHWHULRUDWLRQ�LQ�WKH�ZRPDQ·V�KHDOWK��DV�ZHOO�DV�JXDUGLDQVKLS�SODQV�
IRU�FKLOGUHQ�LQ�WKH�HYHQW�RI�WKH�PRWKHU·V�LQFDSDFLWDWLRQ�RU�GHDWK��VKRXOG�EH�
GLVFXVVHG��DQG�OHJDO�DVVLVWDQFH�VKRXOG�EH�IDFLOLWDWHG��LI�QHHGHG�

*XLGHOLQHV�)RU�,QWUDSDUWXP�&DUH

7KH�JRDOV�RI�LQWUDSDUWXP�PDQDJHPHQW�DUH�WR�IXUWKHU�UHGXFH�WKH�ULVN�RI�
SHULQDWDO�WUDQVPLVVLRQ�DQG�PLQLPL]H�WKH�ULVN�RI�PDWHUQDO�DQG�QHRQDWDO�
FRPSOLFDWLRQV�

8QLYHUVDO�3UHFDXWLRQV

*RZQV��JORYHV��DQG�H\H�SURWHFWLRQ�VKRXOG�EH�XVHG�LQ�DOO�GHOLYHULHV�DQG�LQ�
H[DPLQDWLRQV�RU�SURFHGXUHV�OLNHO\�WR�JHQHUDWH�VSODVKLQJ�EORRG�RU�DPQLRWLF�
IOXLG���6HH�&KDSWHU�����2FFXSDWLRQDO�([SRVXUH���:KHQ�XVHG��WKLV�VKRXOG�
SURYLGH�DGHTXDWH�SURWHFWLRQ�IRU�KHDOWKFDUH�ZRUNHUV��0HGLFDO�FDUH�VKRXOG�QRW�
EH�DOWHUHG�EHFDXVH�RI�FRQVLGHUDWLRQV�RI�SRWHQWLDO�RFFXSDWLRQDO�H[SRVXUH�
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,QWUDSDUWXP�$57�DQG�3URSK\OD[LV��KWWS���DLGVLQIR�QLK�JRY�

,QWUDYHQRXV��,9��='9�LV�UHFRPPHQGHG�GXULQJ�WKH�LQWUDSDUWXP�SHULRG�IRU�
+,9�LQIHFWHG�SUHJQDQW�ZRPHQ�ZLWK�9/�������F�P/��RU�XQNQRZQ�9/���
UHJDUGOHVV�RI�WKHLU�DQWHSDUWXP�UHJLPHQ�RU�PRGH�RI�GHOLYHU\��WR�UHGXFH�
SHULQDWDO�+,9�WUDQVPLVVLRQ�

�� $GPLQLVWHU�D�ORDGLQJ�GRVH�RI���PJ�NJ�,9�RYHU���KRXU��IROORZHG�E\�
FRQWLQXRXV�LQIXVLRQ�RI���PJ�NJ�KRXU�XQWLO�GHOLYHU\�

�� )RU�D�VFKHGXOHG�&6�GHOLYHU\��,9�='9�VKRXOG�EHJLQ���KRXUV�EHIRUH�
VXUJHU\��ZLWK�XQVFKHGXOHG�&6��FRQVLGHUDWLRQ�PD\�EH�JLYHQ�WR�
VKRUWHQLQJ�WKLV�LQWHUYDO��GHSHQGLQJ�RQ�WKH�LQGLFDWLRQV�IRU�&6�

�� ,9�='9�VKRXOG�EH�JLYHQ�HYHQ�ZLWK�GRFXPHQWHG�RU�VXVSHFWHG�
='9�UHVLVWDQFH�

+RZHYHU��,9�='9�LV�QRW�UHTXLUHG�IRU�+,9�LQIHFWHG�ZRPHQ�UHFHLYLQJ�FRPELQDWLRQ�
$59�UHJLPHQV�ZKR�KDYH�+,9�51$������FRSLHV�P/�QHDU�GHOLYHU\��,Q�D�
VWXG\�IURP�WKH�)UHQFK�3HULQDWDO�&RKRUW��LQWUDSDUWXP�SURSK\OD[LV�ZDV�QRW�
DVVRFLDWHG�ZLWK�WUDQVPLVVLRQ�LQ�ZRPHQ�ZLWK�9/������F�P/�DW�GHOLYHU\��$,'6�
����������������

:RPHQ�ZKR�DUH�WDNLQJ�DQ�DQWHSDUWXP�FRPELQDWLRQ�$59�UHJLPHQ�VKRXOG�
FRQWLQXH�LW�RQ�VFKHGXOH��WR�WKH�GHJUHH�SRVVLEOH��GXULQJ�ODERU�DQG�SULRU�WR�
VFKHGXOHG�&6�GHOLYHU\�WR�PD[LPL]H�YLURORJLF�HIILFDF\�DQG�PLQLPL]H�WKH�
GHYHORSPHQW�RI�UHVLVWDQFH��,I�RUDO�='9�LV�D�SDUW�RI�WKH�DQWHSDUWXP�UHJLPHQ�
DQG�,9�='9�LV�LQGLFDWHG��WKH�RUDO�='9�FRPSRQHQW�RI�WKH�UHJLPHQ�FDQ�EH�
VWRSSHG�ZKLOH�WKH�SDWLHQW�UHFHLYHV�,9�='9��)RU�ZRPHQ�ZKR�DUH�UHFHLYLQJ�D�
G�7�FRQWDLQLQJ�DQWHSDUWXP�UHJLPHQ��G�7�VKRXOG�EH�GLVFRQWLQXHG�GXULQJ�ODERU�LI�
,9�='9�LV�EHLQJ�DGPLQLVWHUHG��,I�PDWHUQDO�$57�PXVW�EH�LQWHUUXSWHG�WHPSRUDULO\�
�H�J���IRU�OHVV�WKDQ����KRXUV��LQ�WKH�SHULSDUWXP�SHULRG��DOO�GUXJV��H[FHSW�IRU�
LQWUDSDUWXP�,9�='9��ZKHQ�LQGLFDWHG��VKRXOG�EH�VWRSSHG�DQG�UHLQVWLWXWHG�
VLPXOWDQHRXVO\�WR�PLQLPL]H�WKH�FKDQFH�RI�GHYHORSLQJ�UHVLVWDQFH�

:KHQ�&6�GHOLYHU\�LV�SODQQHG��RUDO�PHGLFDWLRQV�PD\�EH�FRQWLQXHG�
SUHRSHUDWLYHO\�ZLWK�VLSV�RI�ZDWHU��0HGLFDWLRQV�UHTXLULQJ�IRRG�LQJHVWLRQ�
IRU�DEVRUSWLRQ�FDQ�EH�WDNHQ�ZLWK�OLTXLG�GLHWDU\�VXSSOHPHQWV��FRQWLQJHQW�RQ�
FRQVXOWDWLRQ�ZLWK�WKH�DWWHQGLQJ�DQHVWKHVLRORJLVW�GXULQJ�WKH�SUHRSHUDWLYH�SHULRG�

+,9�LQIHFWHG�ZRPHQ�LQ�ODERU�ZKR�KDYH�QRW�UHFHLYHG�DQWHSDUWXP�$59�GUXJV�
VKRXOG�UHFHLYH�,9�='9�GXULQJ�ODERU��ZLWK�VXEVHTXHQW�LQIDQW�FRPELQHG�$59�
SURSK\OD[LV�IRU���ZHHNV��:RPHQ�RI�XQNQRZQ�+,9�VWDWXV�ZKR�SUHVHQW�LQ�ODERU�
VKRXOG�KDYH�D�UDSLG�+,9�WHVW�SHUIRUPHG��,I�WKH�WHVW�LV�SRVLWLYH��D�FRQILUPDWRU\�
+,9�WHVW�VKRXOG�EH�VHQW�DV�VRRQ�DV�SRVVLEOH�DQG�PDWHUQDO�LQIDQW�$59V�VKRXOG�
EH�LQLWLDWHG�ZLWKRXW�ZDLWLQJ�IRU�UHVXOWV�RI�WKH�FRQILUPDWRU\�WHVW��5DSLG�+,9�
WHVWLQJ��VHH�KWWS���ZZZ�FGF�JRY�KLY�WRSLFV�WHVWLQJ�UDSLG�LQGH[�KWP��$FFHVVHG�
���������VKRXOG�EH�DYDLODEOH�RQ�D����KRXU�EDVLV�DW�DOO�IDFLOLWLHV�ZLWK�D�
PDWHUQLW\�VHUYLFH�DQG�RU�QHRQDWDO�LQWHQVLYH�FDUH�XQLW��7KH�1DWLRQDO�+,9�$,'6�
&OLQLFLDQV·�&RQVXOWDWLRQ�&HQWHU�ZHEVLWH�SURYLGHV�LQIRUPDWLRQ�RQ�VWDWH�+,9�WHVWLQJ�
ODZV��KWWS���ZZZ�QFFF�XFVI�HGX�FRQVXOWDWLRQBOLEUDU\�VWDWHBKLYBWHVWLQJBODZV��
$FFHVVHG����������
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0RGH�RI�'HOLYHU\

�&XUUHQW�UHFRPPHQGDWLRQV��3XEOLF�+HDOWK�6HUYLFH�7DVN�)RUFH�5HFRPPHQGDWLRQV�
IRU�8VH�RI�$QWLUHWURYLUDO�'UXJV�LQ�3UHJQDQW�+,9���,QIHFWHG�:RPHQ�IRU�0DWHUQDO�
+HDOWK�DQG�,QWHUYHQWLRQV�WR�5HGXFH�3HULQDWDO�+,9�7UDQVPLVVLRQ�LQ�WKH�8QLWHG�
6WDWHV��KWWS���ZZZ�DLGVLQIR�QLK�JRY�&RQWHQW)LOHV�3HULQDWDO*/�SGI��$FFHVVHG�
�������

3ODQQHG�YDJLQDO�GHOLYHU\��9DJLQDO�GHOLYHU\�FDQ�JHQHUDOO\�EH�VDIHO\�SODQQHG�
LQ�ZRPHQ�ZKR�DUH�WDNLQJ�FRPELQDWLRQ�$59�UHJLPHQV�DQG�ZKR�KDYH�SODVPD�
+,9�51$�OHYHOV�������FRSLHV�P/�QHDU�WKH�WLPH�RI�GHOLYHU\�EHFDXVH�RI�WKH�
ORZ�UDWH�RI�WUDQVPLVVLRQ�DPRQJ�WKLV�JURXS�DQG�WKH�ODFN�RI�GDWD�WKDW�HVWDEOLVK�
WKH�DGGLWLRQDO�EHQHILW�RI�&6�LQ�WKLV�VLWXDWLRQ��5HFHQW�VWXGLHV�LQGLFDWH�WKDW�WKH�XVH�
RI�FRPELQDWLRQ�$59�UHJLPHQV�DQG�DWWDLQPHQW�RI�D�YHU\�ORZ�RU�XQGHWHFWDEOH�
+,9�9/�DUH�DVVRFLDWHG�ZLWK�YHU\�ORZ�UDWHV�RI�SHULQDWDO�+,9�WUDQVPLVVLRQ��7KHVH�
LQFOXGH�D�UHFHQW�UHSRUW�IURP�D�FRPSUHKHQVLYH�QDWLRQDO�VXUYHLOODQFH�V\VWHP�LQ�
WKH�8QLWHG�.LQJGRP�DQG�,UHODQG��ZKHUH�+,9�WUDQVPLVVLRQ�RFFXUUHG�LQ�WKUHH�
�������RI�������DQG�����������RI�������LQIDQWV�ERUQ�WR�ZRPHQ�ZLWK�+,9�
51$�RI�����FRSLHV�P/�DQG���²����FRSLHV�P/��UHVSHFWLYHO\��7KH�WUDQVPLVVLRQ�
UDWH�DPRQJ�DOO�ZRPHQ�ZKR�UHFHLYHG�DW�OHDVW����GD\V�RI�$57�ZDV�����������
RI��������UHJDUGOHVV�RI�PRGH�RI�GHOLYHU\��$,'6������������������,Q�WKLV�DQG�
DQRWKHU�ODUJH�FRKRUW��&OLQ�,QIHFW�'LV������������������WKHUH�ZHUH�QR�VLJQLILFDQW�
GLIIHUHQFHV�LQ�WUDQVPLVVLRQ�UDWHV�E\�PRGH�RI�GHOLYHU\�ZKHQ�9/�DQG�WKH�XVH�RI�
FRPELQDWLRQ�$59�UHJLPHQV�ZHUH�WDNHQ�LQWR�DFFRXQW�

6FKHGXOHG�FHVDUHDQ�VHFWLRQ��6FKHGXOHG�&6�DW����ZHHNV·�JHVWDWLRQ�LV�
UHFRPPHQGHG�IRU�ZRPHQ�ZLWK�+,9�51$�OHYHOV�!�����FRSLHV�P/�QHDU�WKH�WLPH�
RI�GHOLYHU\��ZKHWKHU�RQ�$59V�RU�QRW��DQG�IRU�ZRPHQ�ZLWK�XQNQRZQ�+,9�51$�
OHYHOV�QHDU�WKH�WLPH�RI�GHOLYHU\��(DUO\�VWXGLHV��SHUIRUPHG�EHIRUH�9/�WHVWLQJ�
DQG�WKH�XVH�RI�RSWLPDO�FRPELQDWLRQ�$59�UHJLPHQV�EHFDPH�WKH�VWDQGDUG�RI�
FDUH��IRXQG�WKDW�VFKHGXOHG�&6��ZKHQ�SHUIRUPHG�EHIRUH�WKH�RQVHW�RI�ODERU�
DQG�RU�PHPEUDQH�UXSWXUH��UHGXFHG�07&7�E\�����WR�����LQ�WKH�DEVHQFH�RI�
$59�SURSK\OD[LV�DQG�ZLWK�='9�DORQH��/DQFHW����������������1�(QJO�-�0HG�
��������������

:KHQ�&6�LV�SHUIRUPHG�WR�SUHYHQW�+,9�WUDQVPLVVLRQ��LW�VKRXOG�EH�VFKHGXOHG�DW�
���ZHHNV·�JHVWDWLRQ�WR�GHFUHDVH�WKH�OLNHOLKRRG�RI�ODERU�RQVHW�RU�PHPEUDQH�
UXSWXUH�EHIRUH�GHOLYHU\��,Q�D�VWXG\�RI�������LQIDQWV�ERUQ�WR�+,9�LQIHFWHG�
PRWKHUV��QR�VWDWLVWLFDOO\�VLJQLILFDQW�DVVRFLDWLRQ�ZDV�REVHUYHG�EHWZHHQ�PRGH�
RI�GHOLYHU\�DQG�LQIDQW�UHVSLUDWRU\�GLVWUHVV�V\QGURPH�ZKHQ�DGMXVWHG�IRU�
JHVWDWLRQDO�DJH�DQG�ELUWKZHLJKW��2EVWHW�*\QHFRO������������3W��������

)RU�ZRPHQ�ZKR�DUH�QRW�+,9�LQIHFWHG��$&2*�UHFRPPHQGV�WKDW�SODQQHG�
&6�QRW�EH�SHUIRUPHG�EHIRUH����ZHHNV·�JHVWDWLRQ�GXH�WR�WKH�ULVN�RI�
LDWURJHQLF�SUHPDWXULW\��2EVWHW�*\QHFRO������������������1�(QJO�-�0HG�
������������������:KHQ�&6�LV�SHUIRUPHG�IRU�VWDQGDUG�REVWHWULFDO�LQGLFDWLRQV�
�H�J���PDOSUHVHQWDWLRQ���LW�VKRXOG�EH�VFKHGXOHG�DW����ZHHNV��ZLWK�WLPLQJ�EDVHG�
RQ�PHQVWUXDO�GDWLQJ�DQG�XOWUDVRXQG�

)RU�+,9�LQIHFWHG�ZRPHQ�SUHVHQWLQJ�LQ�ODWH�SUHJQDQF\�DQG�QRW�WDNLQJ�$59V��
VFKHGXOHG�&6�LV�OLNHO\�WR�SURYLGH�DGGLWLRQDO�EHQHILW�LQ�UHGXFLQJ�ULVN�RI�
SHULQDWDO�WUDQVPLVVLRQ�RI�+,9�XQOHVV�YLUDO�VXSSUHVVLRQ�FDQ�EH�GRFXPHQWHG�
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SULRU�WR����ZHHNV��'HSHQGLQJ�RQ�WKH�EDVHOLQH�51$�OHYHO��UHGXFWLRQ�LQ�SODVPD�
+,9�51$�WR�XQGHWHFWDEOH�OHYHOV�XVXDOO\�WDNHV�VHYHUDO�ZHHNV��&OLQ�,QIHFW�'LV�
������������������

,W�LV�QRW�FOHDU�ZKHWKHU�&6�DIWHU�PHPEUDQH�UXSWXUH�RU�ODERU�RQVHW�SURYLGHV�
EHQHILW�LQ�SUHYHQWLQJ�SHULQDWDO�WUDQVPLVVLRQ��0DQDJHPHQW�RI�ZRPHQ�RULJLQDOO\�
VFKHGXOHG�IRU�&6�ZKR�SUHVHQW�ZLWK�UXSWXUHG�PHPEUDQHV�RU�LQ�ODERU�PXVW�EH�
LQGLYLGXDOL]HG�RQ�WKH�EDVLV�RI�WKH�GXUDWLRQ�RI�UXSWXUH��SURJUHVV�RI�ODERU��SODVPD�
+,9�51$�OHYHO��FXUUHQW�$59�WKHUDS\�RU�SURSK\OD[LV��DQG�RWKHU�FOLQLFDO�IDFWRUV�

:KHQ�SUHWHUP�PHPEUDQH�UXSWXUH�RFFXUV������ZHHNV·�JHVWDWLRQ���GHFLVLRQV�
DERXW�GHOLYHU\�VKRXOG�EH�PDGH�RQ�WKH�EDVLV�RI�JHVWDWLRQDO�DJH��+,9�9/�OHYHO��
FXUUHQW�$59�UHJLPHQ��DQG�HYLGHQFH�RI�DFXWH�LQIHFWLRQ��H�J���FKRULRDPQLRQLWLV���
([SHUW�FRQVXOWDWLRQ�LV�UHFRPPHQGHG��7KH�$59�UHJLPHQ�VKRXOG�EH�FRQWLQXHG�DQG�
LQLWLDWLRQ�RI�,9�='9��LI�LQGLFDWHG��FRQVLGHUHG�LI�LPPLQHQW�GHOLYHU\�VHHPV�SRVVLEOH�

0DWHUQDO�PRUELGLW\�DQG�PRUWDOLW\�DUH�LQFUHDVHG�ZLWK�&6�FRPSDUHG�
ZLWK�YDJLQDO�GHOLYHU\��2EVWHW�*\QHFRO���������������0RVW�VWXGLHV�KDYH�
GHPRQVWUDWHG�WKDW�+,9�LQIHFWHG�ZRPHQ�KDYH�LQFUHDVHG�UDWHV�RI�SRVWRSHUDWLYH�
FRPSOLFDWLRQV��PRVWO\�LQIHFWLRXV��FRPSDUHG�ZLWK�ZRPHQ�ZKR�GR�QRW�KDYH�
+,9�LQIHFWLRQ��DQG�WKDW�WKH�ULVN�RI�FRPSOLFDWLRQV�LV�UHODWHG�WR�WKH�GHJUHH�RI�
LPPXQRVXSSUHVVLRQ��$FWD�2EVWHW�*\QHFRO�6FDQG�����������������(XU�-�2EVWHW�
*\QHFRO�5HSURG�%LRO����������������,QW�-�*\QDHFRO�2EVWHW���������������$P�-�
2EVWHW�*\QHFRO�������������������

$�&RFKUDQH�UHYLHZ�RI�VL[�VWXGLHV�RI�+,9�LQIHFWHG�ZRPHQ�FRQFOXGHG�WKDW�XUJHQW�
&6�GHOLYHU\�ZDV�DVVRFLDWHG�ZLWK�WKH�KLJKHVW�ULVN�RI�SRVWSDUWXP�PRUELGLW\��
WKDW�VFKHGXOHG�&6�ZDV�LQWHUPHGLDWH�LQ�ULVN��DQG�WKDW�YDJLQDO�GHOLYHU\�KDG�WKH�
ORZHVW�ULVN�RI�PRUELGLW\��&RFKUDQH�'DWDEDVH�6\VW�5HY����������&'��������

&RPSOLFDWLRQ�UDWHV�LQ�PRVW�VWXGLHV��$P�-�2EVWHW�*\QHFRO������������������
-�$FTXLU�,PPXQH�'HILF�6\QGU�����������������$P�-�2EVWHW�*\QHFRO�
�����������������$,'6�����������������ZHUH�ZLWKLQ�WKH�UDQJH�UHSRUWHG�LQ�
SRSXODWLRQV�RI�ZRPHQ�ZKR�ZHUH�QRW�+,9�LQIHFWHG�EXW�KDG�VLPLODU�ULVN�IDFWRUV��
DQG�ZHUH�QRW�RI�VXIILFLHQW�IUHTXHQF\�RU�VHYHULW\�WR�RXWZHLJK�WKH�SRWHQWLDO�
EHQHILW�RI�UHGXFHG�WUDQVPLVVLRQ�

0RVW�FRPSOLFDWLRQV�UHODWH�WR�SRVWSDUWXP�LQIHFWLRQV��H�J���HQGRPHWULWLV��ZRXQG�
LQIHFWLRQ��XULQDU\�WUDFW�LQIHFWLRQ��SQHXPRQLD��EXW�DOVR�LQFOXGH�FRPSOLFDWLRQV�
UHODWHG�WR�KHPRUUKDJH��VLQFH�EORRG�ORVV�LV�JHQHUDOO\�JUHDWHU�ZLWK�&6��)DFWRUV�
WKDW�LQFUHDVH�WKH�ULVN�RI�FRPSOLFDWLRQV�LQFOXGH�ORZ�VRFLRHFRQRPLF�VWDWXV��JHQLWDO�
LQIHFWLRQV��PDOQXWULWLRQ��VPRNLQJ��DQG�SURORQJHG�ODERU�RU�PHPEUDQH�UXSWXUH��
VRPH�RI�ZKLFK�PD\�EH�PRUH�FRPPRQ�LQ�WKH�VHWWLQJ�RI�+,9�LQIHFWLRQ�

3URSK\ODFWLF�DQWLELRWLFV�VKRXOG�EH�JLYHQ�ZKHQ�&6�LV�SHUIRUPHG�IRU�SUHYHQWLRQ�
RI�+,9�WUDQVPLVVLRQ�

:RPHQ�VKRXOG�EH�FRXQVHOHG�DERXW�WKH�ULVNV�DQG�SRWHQWLDO�EHQHILWV�RI�&6�
IRU�WKH�SXUSRVH�RI�UHGXFLQJ�SHULQDWDO�+,9�WUDQVPLVVLRQ��GHFLVLRQV�VKRXOG�EH�
LQGLYLGXDOL]HG�RQ�WKH�EDVLV�RI�WKLV�GLVFXVVLRQ�DQG�WKH�VSHFLILF�VLWXDWLRQ��7KH�
ZRPDQ·V�DXWRQRP\�WR�PDNH�DQ�LQIRUPHG�GHFLVLRQ�UHJDUGLQJ�URXWH�RI�GHOLYHU\�
VKRXOG�EH�UHVSHFWHG�DQG�KRQRUHG�
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2WKHU�,QWUDSDUWXP�&RQVLGHUDWLRQV

,I�VSRQWDQHRXV�PHPEUDQH�UXSWXUH�RFFXUV�EHIRUH�RU�HDUO\�LQ�WKH�FRXUVH�RI�ODERU��
LQWHUYHQWLRQV�WR�GHFUHDVH�WKH�LQWHUYDO�WR�GHOLYHU\��VXFK�DV�DGPLQLVWUDWLRQ�RI�
R[\WRFLQ��PD\�EH�FRQVLGHUHG�LQ�ZRPHQ�ZLWKRXW�LQGLFDWLRQV�IRU�&6�

$EVHQW�FOHDU�REVWHWULF�LQGLFDWLRQV���WKH�IROORZLQJ�SURFHGXUHV�VKRXOG�JHQHUDOO\�
EH�DYRLGHG�EHFDXVH�RI�SRWHQWLDO�LQFUHDVHG�ULVN�RI�WUDQVPLVVLRQ��DUWLILFLDO�
UXSWXUH�RI�PHPEUDQHV��URXWLQH�XVH�RI�IHWDO�VFDOS�HOHFWURGHV��RSHUDWLYH�GHOLYHU\�
ZLWK�IRUFHSV�RU�YDFXXP�H[WUDFWRU��RU�HSLVLRWRP\�

'HOD\HG�FRUG�FODPSLQJ�KDV�EHHQ�DVVRFLDWHG�ZLWK�LPSURYHG�LURQ�VWDWXV�DQG�
DGGLWLRQDO�EHQHILWV��H�J���GHFUHDVHG�ULVN�RI�LQWUDYHQWULFXODU�KHPRUUKDJH��
LQ�ERWK�WHUP�DQG�SUHWHUP�ELUWKV�WR�+,9�XQLQIHFWHG�PRWKHUV��3HGLDWULFV�
������������������1HRQDWRORJ\�����������������-�3HULQDWRO���������VXSSO�
��6�����$OWKRXJK�+,9�VSHFLILF�GDWD�DUH�ODFNLQJ��WKHUH�LV�QR�UHDVRQ�WR�PRGLI\�
WKLV�SUDFWLFH�ZKHQ�WKH�PRWKHU�LV�+,9�LQIHFWHG�

7UHDWPHQW�IRU�SRVWSDUWXP�KHPRUUKDJH�GXH�WR�XWHULQH�DWRQ\��,I�D�ZRPDQ�LV�
UHFHLYLQJ�D�&<3�$��HQ]\PH�LQKLELWRU��H�J���3,���PHWKHUJLQH�VKRXOG�QRW�EH�XVHG�
XQOHVV�DOWHUQDWLYH�WUHDWPHQWV�IRU�SRVWSDUWXP�KHPRUUKDJH��H�J���SURVWDJODQGLQ�
)��DOSKD��PLVRSURVWRO��R[\WRFLQ��DUH�QRW�DYDLODEOH�DQG�LI�WKH�QHHG�IRU�
SKDUPDFRORJLF�WUHDWPHQW�RXWZHLJKV�WKH�ULVNV��,I�XVHG��PHWKHUJLQH�VKRXOG�EH�
DGPLQLVWHUHG�LQ�WKH�ORZHVW�HIIHFWLYH�GRVH�IRU�WKH�VKRUWHVW�GXUDWLRQ�SRVVLEOH��
,I�VKH�LV�UHFHLYLQJ�D�&<3�$��HQ]\PH�LQGXFHU��H�J���193��()9��HWUDYLULQH���WKH�
SRWHQWLDO�H[LVWV�IRU�GHFUHDVHG�PHWKHUJLQH�OHYHOV�DQG�LQDGHTXDWH�WUHDWPHQW�
HIIHFW��WKHUHIRUH��DGGLWLRQDO�XWHURWRQLF�DJHQWV�PD\�EH�QHHGHG�

3RVWQDWDO�&DUH�IRU�WKH�+,9�([SRVHG�,QIDQW

$QWLUHWURYLUDO�SURSK\OD[LV

7KH���ZHHN�QHRQDWDO�FRPSRQHQW�RI�WKH�='9�SURSK\OD[LV�UHJLPHQ�LV�
UHFRPPHQGHG�IRU�DOO�+,9�H[SRVHG�QHRQDWHV��6KRUW�WHUP�WR[LFLW\�RI�LQIDQW�='9�
SURSK\OD[LV�KDV�EHHQ�PLQLPDO��FRQVLVWLQJ�SULPDULO\�RI�WUDQVLHQW�KHPDWRORJLF�
WR[LFLW\��PDLQO\�DQHPLD��ZKLFK�JHQHUDOO\�UHVROYHV�E\�DJH����ZHHNV�

$���ZHHN�QHRQDWDO�='9�SURSK\OD[LV�UHJLPHQ�LV�UHFRPPHQGHG�LQ�WKH�8QLWHG�
.LQJGRP�DQG�VHYHUDO�(XURSHDQ�FRXQWULHV�ZKHQ�WKH�PRWKHU�KDV�WDNHQ�$59V�
SUHQDWDOO\��+,9�0HG����������������3HGLDWU�,QIHFW�'LV�-������������������
7KLV�DSSURDFK�PD\�EH�FRQVLGHUHG�LI�WKHUH�DUH�FRQFHUQV�DERXW�DGKHUHQFH�RU�
WR[LFLW\�ZLWK�WKH���ZHHN�UHJLPHQ��7KH���ZHHN�='9�UHJLPHQ�PD\�DOORZ�HDUOLHU�
UHFRYHU\�RI�DQHPLD�LQ�RWKHUZLVH�KHDOWK\�LQIDQWV�FRPSDUHG�ZLWK�WKH���ZHHN�
='9�FRXUVH��3HGLDWU�,QIHFW�'LV�-������������������&RQVXOW�ZLWK�D�SHGLDWULF�+,9�
VSHFLDOLVW�LI�HDUO\�GLVFRQWLQXDWLRQ�RI�LQIDQW�SURSK\OD[LV�LV�FRQVLGHUHG�
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7DEOH������SUHVHQWV�UHFRPPHQGDWLRQV�IRU�QHRQDWDO�='9�GRVLQJ�WR�SUHYHQW�
07&7��7DEOH������SUHVHQWV�UHFRPPHQGHG�QHRQDWDO�FRPELQDWLRQ�DQWLUHWURYLUDO�
UHJLPHQV�IRU�XVH�LQ�VSHFLDO�FLUFXPVWDQFHV�

7DEOH�����

5HFRPPHQGDWLRQV�IRU�1HRQDWDO�=LGRYXGLQH�'RVLQJ�WR�3UHYHQW�
0RWKHU�WR�&KLOG�7UDQVPLVVLRQ�RI�+,9
$JH 'RVLQJ 'XUDWLRQ

!���ZN�JHVWDWLRQ ����PJ�NJ�ERG\�ZHLJKW�SHU�GRVH��
SR�ELG
��6WDUW�DV�FORVH�WR�WKH�WLPH�RI�ELUWK�DV�
SRVVLEOH�DQG�ZLWKLQ����K�RI�GHOLYHU\
��,I�XQDEOH�WR�WROHUDWH�RUDO�DJHQWV��
��PJ�NJ�ERG\�ZHLJKW�SHU�GRVH�JLYHQ�
,9��VWDUWHG�ZLWKLQ��²���K�RI�GHOLYHU\��
WKHQ�T����K

%LUWK�WKURXJK���ZN

���²!���ZN�
JHVWDWLRQ

����PJ�NJ�ERG\�ZHLJKW�SHU�GRVH�SR�RU
������PJ�NJ�ERG\�ZHLJKW�SHU�GRVH�,9
��6WDUW�ZLWKLQ��²���K�RI�GHOLYHU\��WKHQ�
T����K
��$GYDQFH�WR���PJ�NJ�SHU�GRVH�SR��RU�
����PJ�NJ�SHU�GRVH�,9��T����K�DW����
GD\V�RI�DJH

%LUWK�WKURXJK���ZN

����ZN�JHVWDWLRQ ����PJ�NJ�ERG\�ZHLJKW�SHU�GRVH�SR�RU
������PJ�NJ�ERG\�ZHLJKW�SHU�GRVH�,9
��6WDUW�ZLWKLQ��²���K�RI�GHOLYHU\��WKHQ�
T����K
��$GYDQFH�WR���PJ�NJ�SHU�GRVH�SR��RU�
����PJ�NJ�SHU�GRVH�,9��T����K�DW���
ZN�RI�DJH

%LUWK�WKURXJK���ZN

6RXUFH��5HFRPPHQGDWLRQV�IRU�8VH�RI�$QWLUHWURYLUDO�'UXJV�LQ�3UHJQDQW�+,9���,QIHFWHG�:RPHQ�
IRU�0DWHUQDO�+HDOWK�DQG�,QWHUYHQWLRQV�WR�5HGXFH�3HULQDWDO�+,9�7UDQVPLVVLRQ�LQ�WKH�8QLWHG�
6WDWHV��6HSW�����������KWWS���DLGVLQIR�QLK�JRY�FRQWHQW�ILOHV�3HULQDWDO*/�SGI
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7DEOH�����

5HFRPPHQGHG�1HRQDWDO�&RPELQDWLRQ�$QWLUHWURYLUDO�5HJLPHQV�IRU�
8VH�LQ�6SHFLDO�&LUFXPVWDQFHV
5HJLPHQ $GPLQLVWUDWLRQ 1RWHV

='9���PJ�NJ�ELG�
��193
�����PJ�SR�LI�ELUWK�
ZHLJKW�!��NJ
����PJ�SR�LI�ELUWK�
ZHLJKW����²����NJ

��*LYH�ELUWK�WKURXJK���ZN
��$GPLQLVWHU���GRVHV�LQ�ILUVW�
ZHHN�RI�OLIH�
�� 'RVH����*LYH�ZLWKLQ����K�
RI�ELUWK��ELUWK²���K�
�� 'RVH����*LYH����K�DIWHU�
'RVH��
�� 'RVH����*LYH����K�DIWHU�
'RVH��

��='9�GRVLQJ�UHJLPHQ�LV�
IRU�LQIDQWV�!���ZHHNV·�
JHVWDWLRQ��6HH�7DEOH�
�����IRU�UHFRPPHQGHG�
GRVHV�IRU�SUHPDWXUH�
LQIDQWV�
��1,&+'�+371�����
3$&7*������XVHG�193�
���PJ�SR�ELG�LI�ELUWK�
ZHLJKW�!��NJ�DQG���PJ�
SR�ELG�LI�ELUWK�ZHLJKW�
��������NJ

6RXUFH��1,&+'�+371�����3$&7*���������WK�&RQIHUHQFH�RQ�5HWURYLUXVHV�DQG�
2SSRUWXQLVWLF�,QIHFWLRQV��%RVWRQ��0$�������

='9�VKRXOG�EH�LQLWLDWHG�DV�FORVH�WR�WKH�WLPH�RI�ELUWK�DV�SRVVLEOH��SUHIHUDEO\�
ZLWKLQ��²���KRXUV��7KH���ZHHN�='9�SURSK\OD[LV�UHJLPHQ�LV�UHFRPPHQGHG�DW�
JHVWDWLRQDO�DJH�DSSURSULDWH�GRVHV��VHH�7DEOH��������8VH�RI�$59V�RWKHU�WKDQ�
='9�DQG�QHYLUDSLQH�LV�QRW�UHFRPPHQGHG�LQ�SUHPDWXUH�LQIDQWV�EHFDXVH�RI�D�
ODFN�RI�GRVLQJ�DQG�VDIHW\�GDWD��7KH�XVH�RI�QHRQDWDO�='9�LV�UHFRPPHQGHG�
UHJDUGOHVV�RI�PDWHUQDO�='9�UHVLVWDQFH�KLVWRU\�

,QIDQWV�ERUQ�WR�+,9�LQIHFWHG�ZRPHQ�ZKR�KDYH�QRW�UHFHLYHG�DQWHSDUWXP�RU�
LQWUDSDUWXP�$59V�RU�ZKR�KDYH�UHFHLYHG�RQO\�LQWUDSDUWXP�='9�VKRXOG�UHFHLYH�
SURSK\OD[LV�ZLWK�D�FRPELQDWLRQ�$59�UHJLPHQ�VWDUWHG�DV�FORVH�WR�WKH�WLPH�RI�
ELUWK�DV�SRVVLEOH��7KLV�UHFRPPHQGDWLRQ�LV�EDVHG�RQ�D�SKDVH�,,,�UDQGRPL]HG�
WULDO�FRQGXFWHG�LQ���FRXQWULHV��VHH�7DEOH��������1�(QJO�-�0HG������-XQ�
������������������ZKLFK�HQUROOHG�������LQIDQWV�ERUQ�WR�+,9�LQIHFWHG�ZRPHQ�
ZKR�GLG�QRW�UHFHLYH�DQ\�$59V�GXULQJ�SUHJQDQF\�SULRU�WR�ODERU��7KH�VWXG\�
FRPSDUHG�WKH�VWDQGDUG���ZHHN�='9�UHJLPHQ�DORQH�ZLWK�WZR�GLIIHUHQW�
FRPELQDWLRQ�UHJLPHQV����ZHHNV�RI�='9�SOXV�WKUHH�GRVHV�RI�193��RU���ZHHNV�
RI�='9�SOXV���ZHHNV�RI��7&�DQG�1)9��,Q�WKLV�WULDO������RI�ZRPHQ�UHFHLYHG�
='9�GXULQJ�ODERU�DQG�WUDQVPLVVLRQ�UDWHV�GLG�QRW�YDU\�E\�ZKHWKHU�LQWUDSDUWXP�
='9�ZDV�JLYHQ��7KH�RYHUDOO�+,9�WUDQVPLVVLRQ�UDWH�ZDV�VLJQLILFDQWO\�ORZHU�LQ�WKH�
WZR��DQG�WKUHH�GUXJ�DUPV�FRPSDUHG�ZLWK�WKH�='9�DORQH�DUP��KRZHYHU��WKH�
WZR�GUXJ�UHJLPHQ��='9�SOXV�193��ZDV�OHVV�WR[LF�WKDQ�WKH�WKUHH�GUXJ�UHJLPHQ�
�='9�SOXV��7&�SOXV�1)9���$OWKRXJK�WUDQVPLVVLRQ�UDWHV�ZLWK�WKH�WZR�FRPELQDWLRQ�
UHJLPHQV�ZHUH�VLPLODU��QHXWURSHQLD�ZDV�VLJQLILFDQWO\�PRUH�FRPPRQ�ZLWK�WKH�
WKUHH�GUXJ�UHJLPHQ�FRPSDUHG�ZLWK�WKH�WZR�GUXJ�UHJLPHQ��������YV�������S�
����������)XUWKHUPRUH��1)9�SRZGHU�LV�QR�ORQJHU�FRPPHUFLDOO\�DYDLODEOH�LQ�WKH�
8QLWHG�6WDWHV�

1R�VSHFLILF�GDWD�DGGUHVV�ZKHWKHU�D�PRUH�LQWHQVLYH�FRPELQDWLRQ�LQIDQW�
SURSK\OD[LV�UHJLPHQ�SURYLGHV�IXUWKHU�SURWHFWLRQ�DJDLQVW�WUDQVPLVVLRQ�ZKHQ�WKH�
PRWKHU�UHFHLYHV�DQWHSDUWXP�LQWUDSDUWXP�SURSK\OD[LV�EXW�KDV�VXERSWLPDO�YLUDO�
VXSSUHVVLRQ�QHDU�GHOLYHU\��SDUWLFXODUO\�LQ�WKH�DEVHQFH�RI�VFKHGXOHG�&6��RU�ZKHQ�
WKH�PRWKHU�KDV�$59�GUXJ�UHVLVWDQW�YLUXV��2Q�WKH�EDVLV�RI�H[WUDSRODWHG�ILQGLQJV�
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IURP�WKH�1,&+'�+371�����3$&7*������VWXG\��WKH�XVH�RI�D�FRPELQDWLRQ�
LQIDQW�SURSK\OD[LV�UHJLPHQ�VKRXOG�EH�FRQVLGHUHG��GHSHQGLQJ�RQ�ULVN�DVVHVVPHQW�
�H�J���PDWHUQDO�9/�DQG�PRGH�RI�GHOLYHU\���([SHUW�FRQVXOWDWLRQ�LV�DGYLVHG��7KH�
GHFLVLRQ�WR�XVH�RWKHU�GUXJV�ZLWK���ZHHNV�RI�='9�LQ�RWKHU�VFHQDULRV�VKRXOG�EH�
PDGH�RQO\�DIWHU�H[SHUW�FRQVXOWDWLRQ�DQG�D�GLVFXVVLRQ�RI�ULVNV�DQG�EHQHILWV�ZLWK�
WKH�PRWKHU��SUHIHUDEO\�EHIRUH�GHOLYHU\�

$SSURSULDWH�GUXJ�IRUPXODWLRQV�DQG�GRVLQJ�UHJLPHQV�IRU�QHRQDWHV�DUH�
LQFRPSOHWHO\�GHILQHG�DQG�PLQLPDO�GDWD�DUH�DYDLODEOH�FRQFHUQLQJ�WKH�VDIHW\�RI�
FRPELQDWLRQ�GUXJV�LQ�WKH�QHRQDWH��1HRQDWDO�GRVLQJ�LQIRUPDWLRQ�LV�QRW�DYDLODEOH�
IRU�FXUUHQWO\�DYDLODEOH�ERRVWHG�3,V��ERWK�579�DQG�/39�U�KDYH�EHHQ�DVVRFLDWHG�
ZLWK�FDUGLDF�WR[LFLW\��ODFWLF�DFLGRVLV��DFXWH�UHQDO�IDLOXUH��&16�GHSUHVVLRQ�DQG�
UHVSLUDWRU\�FRPSOLFDWLRQV�OHDGLQJ�WR�GHDWK��SUHGRPLQDQWO\�LQ�SUHWHUP�QHRQDWHV��
7KH�)'$�QRZ�UHFRPPHQGV�WKDW�/39�U�QRW�EH�DGPLQLVWHUHG�WR�QHRQDWHV�EHIRUH�
D�SRVWPHQVWUXDO�DJH��ILUVW�GD\�RI�WKH�PRWKHU·V�ODVW�PHQVWUXDO�SHULRG�WR�ELUWK�
SOXV�WKH�WLPH�HODSVHG�DIWHU�ELUWK��RI����ZHHNV�DQG�D�SRVWQDWDO�DJH�RI�DW�OHDVW�
���GD\V�KDV�EHHQ�DWWDLQHG�

,QIDQWV�RI�ZRPHQ�ZLWK�SRVLWLYH�+,9�UDSLG�WHVW�UHVXOWV�ZKLOH�WKH�PRWKHU�LV�LQ�ODERU�
VKRXOG�EHJLQ�FRPELQDWLRQ�$59�SURSK\OD[LV�DV�GHVFULEHG�DERYH��,I�WKH�PDWHUQDO�
FRQILUPDWRU\�+,9�WHVW�LV�SRVLWLYH��WKHQ�$59V�VKRXOG�EH�FRQWLQXHG�LQ�WKH�LQIDQW�IRU�
��ZHHNV��LI�WKH�WHVW�LV�QHJDWLYH��WKH�LQIDQW�$59V�VKRXOG�EH�VWRSSHG�

,QLWLDWLRQ�RI�$57�LV�UHFRPPHQGHG�IRU�LQIHFWHG�LQIDQWV�DJHG�����PRQWKV��
UHJDUGOHVV�RI�FOLQLFDO�VWDWXV��&'���SHUFHQWDJH��RU�9/��,I�WKH�LQIDQW�EHFRPHV�
LQIHFWHG�GHVSLWH�FRPELQDWLRQ�SURSK\OD[LV�WKDW�LQFOXGHV�193��WKH�ULVN�RI�193�
GUXJ�UHVLVWDQFH�LV�LQFUHDVHG��H[SHUW�FRQVXOWDWLRQ�LV�DGYLVHG�ZKHQ�FKRRVLQJ�
$59�UHJLPHQV�

1HRQDWDO�(YDOXDWLRQ

$�EDVHOLQH�FRPSOHWH�EORRG�FRXQW��&%&��DQG�GLIIHUHQWLDO�VKRXOG�EH�SHUIRUPHG�
RQ�WKH�QHZERUQ��'HFLVLRQV�DERXW�WKH�WLPLQJ�RI�VXEVHTXHQW�KHPDWRORJLF�WHVWLQJ�
GHSHQG�RQ�EDVHOLQH�UHVXOWV��JHVWDWLRQDO�DJH�DW�ELUWK��FOLQLFDO�FRQGLWLRQ��GRVH�
RI�='9�EHLQJ�DGPLQLVWHUHG��UHFHLSW�RI�RWKHU�$59�GUXJV�DQG�FRQFRPLWDQW�
PHGLFDWLRQV��DQG�PDWHUQDO�DQWHSDUWXP�WKHUDS\��6RPH�H[SHUWV�UHFRPPHQG�
PRUH�LQWHQVLYH�PRQLWRULQJ�RI�KHPDWRORJLF��VHUXP�FKHPLVWU\�DQG�OLYHU�IXQFWLRQ�
DVVD\V�DW�ELUWK�DQG�ZKHQ�GLDJQRVWLF�+,9�3&5�WHVWV�DUH�REWDLQHG�IRU�LQIDQWV�
H[SRVHG�WR�FRPELQDWLRQ�$57�LQ�XWHUR�RU�GXULQJ�WKH�QHRQDWDO�SHULRG��%HFDXVH�
RI�WKH�SRWHQWLDO�IRU�HQKDQFHG�KHPDWRORJLF�WR[LFLW\�LQ�LQIDQWV�UHFHLYLQJ�
D�]LGRYXGLQH�ODPLYXGLQH�FRQWDLQLQJ�SURSK\OD[LV�UHJLPHQ��D�UHFKHFN�RI�
KHPRJORELQ�DQG�QHXWURSKLO�FRXQWV�LV�UHFRPPHQGHG���ZHHNV�DIWHU�LQLWLDWLRQ�
RI�SURSK\OD[LV��,I�KHPDWRORJLF�DEQRUPDOLWLHV�DUH�LGHQWLILHG�ZKLOH�WKH�LQIDQW�
LV�UHFHLYLQJ�SURSK\OD[LV��GHFLVLRQV�UHJDUGLQJ�FRQWLQXDWLRQ�RI�SURSK\OD[LV�
VKRXOG�EH�LQGLYLGXDOL]HG��([SHUW�FRQVXOWDWLRQ�LV�DGYLVHG�LI�GLVFRQWLQXDWLRQ�
RI�SURSK\OD[LV�LV�FRQVLGHUHG��5RXWLQH�PHDVXUHPHQW�RI�VHUXP�ODFWDWH�LV�QRW�
UHFRPPHQGHG��EXW�PHDVXUHPHQW�RI�VHUXP�ODFWDWH�PD\�EH�FRQVLGHUHG�LI�DQ�
LQIDQW�GHYHORSV�VHYHUH�FOLQLFDO�V\PSWRPV��SDUWLFXODUO\�QHXURORJLF�V\PSWRPV��RI�
XQNQRZQ�HWLRORJ\�

)ROORZ�XS�RI�FKLOGUHQ�ZLWK�$59�H[SRVXUH�VKRXOG�FRQWLQXH�LQWR�DGXOWKRRG�
EHFDXVH�RI�WKH�XQNQRZQ�ORQJ�WHUP�HIIHFWV�RI�WKHVH�GUXJV�
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'LDJQRVLV�RI�+,9

6RXUFH��*XLGHOLQHV�IRU�WKH�8VH�RI�$QWLUHWURYLUDO�$JHQWV�LQ�3HGLDWULF�+,9�,QIHFWLRQ��
KWWS���DLGVLQIR�QLK�JRY�JXLGHOLQHV�KWPO���SHGLDWULF�WUHDWPHQW�JXLGHOLQHV�����
$FFHVVHG���������

+,9�LQIHFWLRQ�FDQ�EH�GHILQLWLYHO\�GLDJQRVHG�ZLWK�YLURORJLF�DVVD\V�LQ�PRVW�
QRQEUHDVWIHG�+,9�LQIHFWHG�LQIDQWV�E\���PRQWK�RI�DJH�DQG�LQ�YLUWXDOO\�DOO�
LQIHFWHG�LQIDQWV�E\���PRQWKV�RI�DJH��%HFDXVH�RI�WUDQVSODFHQWDO�SDVVDJH��+,9�
DQWLERG\�WHVWV�ZLOO�EH�SRVLWLYH�XS�WR����PRQWKV�DIWHU�ELUWK�DQG�WKHUHIRUH�DUH�
QRW�YDOLG�IRU�LQIDQW�GLDJQRVLV��9LURORJLF�DVVD\V��+,9�'1$�3&5�RU�+,9�51$�
DVVD\��DUH�XVHG�WR�GLDJQRVH�+,9�LQIHFWLRQ�LQ�LQIDQWV�\RXQJHU�WKDQ����PRQWKV�

+,9�'1$�3&5�RU�+,9�51$�DVVD\�LQ�+,9�H[SRVHG�LQIDQWV�LV�UHFRPPHQGHG�
DW�DJH���²���GD\V���²��PRQWKV��DQG��²��PRQWKV��9LURORJLF�WHVWLQJ�DW�ELUWK�
VKRXOG�EH�FRQVLGHUHG�IRU�LQIDQWV�DW�KLJK�ULVN�RI�+,9�LQIHFWLRQ��H�J���ERUQ�
WR�+,9�LQIHFWHG�PRWKHUV�ZKR�GLG�QRW�UHFHLYH�SUHQDWDO�$59�GUXJV�DQG�RU�
WKRVH�ZLWK�KLJK�9/V�DW�WKH�WLPH�RI�ODERU�GHOLYHU\���'DWD�GR�QRW�LQGLFDWH�
DQ\�GHOD\�LQ�+,9�GLDJQRVLV�ZLWK�+,9�'1$�3&5�DVVD\V�LQ�LQIDQWV�ZKR�KDYH�
UHFHLYHG�WKH�='9�UHJLPHQ��3HGLDWU�,QIHFW�'LV�-�������������������KRZHYHU��
WKH�HIIHFW�RI�FRPELQDWLRQ�$57�LQ�WKH�PRWKHU�RU�QHZERUQ�RQ�WKH�VHQVLWLYLW\�RI�
LQIDQW�YLURORJLF�GLDJQRVWLF�WHVWLQJ��SDUWLFXODUO\�+,9�51$�DVVD\V��LV�XQNQRZQ��
7KHUHIRUH��DOWKRXJK�+,9�51$�DVVD\V�PD\�EH�DFFHSWDEOH�IRU�GLDJQRVLV�
�SDUWLFXODUO\�LQ�ROGHU�LQIDQWV��+,9�'1$�3&5�DVVD\V�PD\�EH�RSWLPDO�IRU�
GLDJQRVLQJ�LQIHFWLRQ�LQ�WKH�QHRQDWDO�SHULRG�

&RQILUPDWLRQ�RI�+,9�LQIHFWLRQ�VKRXOG�EH�EDVHG�RQ�WZR�SRVLWLYH�YLURORJLF�WHVWV�
IURP�VHSDUDWH�EORRG�VDPSOHV��'HILQLWLYH�H[FOXVLRQ�RI�+,9�LQIHFWLRQ�VKRXOG�EH�
EDVHG�RQ�DW�OHDVW�WZR�QHJDWLYH�YLURORJLF�WHVWV��DW�!��PRQWK�DQG�!��PRQWKV�RI�
DJH���&RQVLGHU�FRQILUPDWLRQ�RI�+,9�VWDWXV�ZLWK�+,9�DQWLERG\�WHVWLQJ�DW���²���
PRQWKV�LQ�LQIDQWV�ZLWK�SULRU�QHJDWLYH�YLURORJLF�WHVWV��,Q�FKLOGUHQ�DJHG�����
PRQWKV��+,9�DQWLERG\�DVVD\V�DORQH�FDQ�EH�XVHG�IRU�GLDJQRVLV�

3QHXPRF\VWLV�MLURYHFLL�3QHXPRQLD�3URSK\OD[LV

7R�SUHYHQW�3QHXPRF\VWLV�MLURYHFLL�SQHXPRQLD��3&3��IRUPHUO\�NQRZQ�DV�
3QHXPRF\VWLV�FDULQLL�SQHXPRQLD���DOO�LQIDQWV�ERUQ�WR�ZRPHQ�ZLWK�+,9�LQIHFWLRQ�
VKRXOG�EHJLQ�3&3�SURSK\OD[LV�ZLWK�703�60=����������PJ�P��GD\�LQ�
WZR�GLYLGHG�GRVHV�SR�WKUHH�WLPHV�ZHHNO\�RQ�FRQVHFXWLYH�GD\V��DW�DJH�
�²��ZHHNV��DIWHU�FRPSOHWLQJ���ZHHNV�RI�='9��XQOHVV�WKHUH�LV�DGHTXDWH�
WHVW�LQIRUPDWLRQ�WR�SUHVXPSWLYHO\�H[FOXGH�+,9�LQIHFWLRQ��'DSVRQH�DQG�
DWRYDTXRQH�DUH�DOWHUQDWLYHV�

*XLGHOLQHV�IRU�3RVWSDUWXP�&DUH

,QIDQW�IHHGLQJ��%UHDVWIHHGLQJ��%)��E\�+,9�LQIHFWHG�PRWKHUV�LV�QRW�UHFRPPHQGHG�
LQ�WKH�8QLWHG�6WDWHV��HYHQ�IRU�ZRPHQ�ZKR�DUH�RQ�$57�DQG�KDYH�XQGHWHFWDEOH�
9/��EHFDXVH�RI�SRWHQWLDO�WR[LFLW\�DULVLQJ�IURP�GUXJ�WUDQVPLVVLRQ�YLD�EUHDVW�PLON�
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DQG�WKH�ULVN�RI�GUXJ�UHVLVWDQFH�GXH�WR�LQVXIILFLHQW�GUXJ�OHYHOV�LQ�EUHDVW�PLON�LI�
WKH�EDE\�LV�LQIHFWHG�GHVSLWH�SURSK\OD[LV��)XUWKHUPRUH��$57�PD\�QRW�DIIHFW�WKH�
SUHVHQFH�RI�FHOO�DVVRFLDWHG�YLUXV��LQWUDFHOOXODU�+,9�'1$��LQ�EUHDVW�PLON��ZKLFK�
PD\�WKHUHIRUH�FRQWLQXH�WR�SRVH�D�WUDQVPLVVLRQ�ULVN��-�$FTXLU�,PPXQH�'HILF�6\QGU�
����������������

/DWH�+,9�WUDQVPLVVLRQ�HYHQWV�LQ�LQIDQF\�KDYH�UHFHQWO\�EHHQ�UHSRUWHG�DPRQJ�
+,9�LQIHFWHG�FKLOGUHQ�VXVSHFWHG�WR�KDYH�DFTXLUHG�+,9�LQIHFWLRQ�DV�LQIDQWV�DV�D�
UHVXOW�RI�FRQVXPLQJ�SUHPDVWLFDWHG�IRRG��WKLV�ZDV�VXSSRUWHG�E\�SK\ORJHQHWLF�
FRPSDULVRQV�RI�YLUXV�IURP�FDVHV�DQG�VXVSHFWHG�VRXUFHV�DQG�VXSSRUWLQJ�FOLQLFDO�
KLVWRU\��+HDOWKFDUH�SURYLGHUV�VKRXOG�URXWLQHO\�LQTXLUH�DERXW�WKLV�IHHGLQJ�
SUDFWLFH�DQG�LQVWUXFW�+,9�LQIHFWHG�FDUHJLYHUV�WR�DYRLG�WKLV�SUDFWLFH�DQG�DGYLVH�
RQ�VDIH�IHHGLQJ�RSWLRQV��3HGLDWULFV������������������-�$FTXLU�,PPXQH�'HILF�
6\QGU�����������������

,Q�PRVW�ORZ�UHVRXUFH�VHWWLQJV�LQWHUQDWLRQDOO\��KRZHYHU��%)�KDV�VLJQLILFDQW�EHQHILWV�
WKDW�RXWZHLJK�WKH�ULVNV��LQFOXGLQJ�SURYLVLRQ�RI�LGHDO�LQIDQW�QXWULWLRQ�LQ�WKH�ILUVW���
PRQWKV�RI�OLIH��UHGXFWLRQ�RI�LQIDQW�PRUELGLW\�DQG�PRUWDOLW\�WKURXJK�SURWHFWLRQ�
DJDLQVW�ERWK�GLDUUKHD�DQG�UHVSLUDWRU\�DVVRFLDWHG�PRUWDOLW\�LQ�WKH�ILUVW�\HDU�
RI�OLIH��/DQFHW����������������GHOD\V�LQ�WKH�UHWXUQ�RI�IHUWLOLW\�ZLWK�H[FOXVLYH�
EUHDVWIHHGLQJ��SURPRWHV�FKLOG�VSDFLQJ�DQG�PDWHUQDO�UHFRYHU\�IURP�EORRG�ORVV���
ORZ�FRVW��DQG�FXOWXUDO�DFFHSWDELOLW\��7KHUHIRUH��FXUUHQW�:+2�UHFRPPHQGDWLRQV�
UHJDUGLQJ�%)�IRU�+,9�LQIHFWHG�PRWKHUV�LQFOXGH�WKH�IROORZLQJ�

��:KHQ�LQIDQWV�DUH�+,9�XQLQIHFWHG�RU�RI�XQNQRZQ�VWDWXV�
�� ([FOXVLYH�%)�IRU�WKH�ILUVW���PRQWKV�RI�OLIH�XQOHVV�
UHSODFHPHQW��IRUPXOD��IHHGLQJ�LV�DFFHSWDEOH��IHDVLEOH��
DIIRUGDEOH��VXVWDLQDEOH��DQG�VDIH

�� $W���PRQWKV��LQWURGXFH�DSSURSULDWH�FRPSOHPHQWDU\�IRRGV�
DQG�FRQWLQXH�%)�IRU�WKH�ILUVW����PRQWKV�RI�OLIH��$OO�%)�
VKRXOG�WKHQ�VWRS�RQFH�D�QXWULWLRQDOO\�DGHTXDWH�DQG�VDIH�
GLHW�ZLWKRXW�EUHDVW�PLON�FDQ�EH�SURYLGHG�

��:KHQ�LQIDQWV�DUH�+,9�LQIHFWHG�
�� ([FOXVLYH�%)�IRU�WKH�ILUVW���PRQWKV�RI�OLIH�DQG�FRQWLQXH�%)�
DV�SHU�UHFRPPHQGDWLRQV�IRU�WKH�JHQHUDO�SRSXODWLRQ��XS�WR�
��\HDUV�RU�EH\RQG�

,Q�DGGLWLRQ��GDWD�IURP�VHYHUDO�UHFHQW�UDQGRPL]HG�FRQWUROOHG�WULDOV�VXSSRUW�WKH�
XVH�RI�H[WHQGHG�LQIDQW�193�SURSK\OD[LV�RU�FRQWLQXDWLRQ�RI�PDWHUQDO�WULSOH�$59�
SURSK\OD[LV�WKURXJKRXW�%)�WR�IXUWKHU�UHGXFH�WKH�ULVN�RI�SHULQDWDO�WUDQVPLVVLRQ�
�/DQFHW���������������������1�(QJO�-�0HG����������������1�(QJO�-�0HG�
���������������1�(QJO�-�0HG����������������7KH�:+2�QRZ�UHFRPPHQGV�
RQH�RI�WKHVH�WZR�VWUDWHJLHV�ZKHQ�RQJRLQJ�PDWHUQDO�$57�LV�QRW�LQGLFDWHG�
�:RUOG�+HDOWK�2UJDQL]DWLRQ��$QWLUHWURYLUDO�'UXJV�IRU�7UHDWLQJ�3UHJQDQW�:RPHQ�
DQG�3UHYHQWLQJ�+,9�,QIHFWLRQ�LQ�,QIDQWV�������YHUVLRQ��KWWS���ZKTOLEGRF�ZKR�LQW�
SXEOLFDWLRQV�������������������BHQJ�SGI��$FFHVVHG����������

&DUH�IRU�PRWKHU�DQG�LQIDQW��+,9�LQIHFWHG�PRWKHUV�PD\�QHJOHFW�WKHLU�RZQ�FDUH�
ZKLOH�WU\LQJ�WR�SURYLGH�DSSURSULDWH�FDUH�IRU�WKHLU�LQIDQWV�DQG�RWKHU�FKLOGUHQ�
RU�IDPLO\�PHPEHUV��7KH�LPPHGLDWH�SRVWSDUWXP�SHULRG�LV�DQ�LPSRUWDQW�WLPH�
WR�DVVHVV�QHZ�PRWKHUV·�SV\FKRORJLFDO��HPRWLRQDO��DQG�SK\VLFDO�KHDOWK��1HZ�
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PRWKHUV�VKRXOG�EH�PRQLWRUHG�IRU�VLJQV�RI�SRVWSDUWXP�GHSUHVVLRQ�RU�ZRUVHQLQJ�
RI�XQGHUO\LQJ�SV\FKLDWULF�GLVRUGHUV�DQG�UHIHUUHG�WR�PHQWDO�KHDOWK�VHUYLFHV�LI�
QHFHVVDU\��,Q�DGGLWLRQ��WKLV�LV�DQ�LPSRUWDQW�WLPH�WR�UHYLHZ�WKH�FRPSOHWHQHVV�RI�
SUHYHQWLYH�KHDOWK�LQWHUYHQWLRQV��LQFOXGLQJ�LPPXQL]DWLRQV�DQG�FHUYLFDO�FDQFHU�
VFUHHQLQJ��7KH�FDUH�RI�RWKHU�FKURQLF�PHGLFDO�FRQGLWLRQV�VKRXOG�EH�UHYLHZHG��,W�
LV�HVVHQWLDO�WKDW�ZRPHQ�EH�OLQNHG�ZLWK�FRPSUHKHQVLYH�PHGLFDO�DQG�VXSSRUWLYH�
FDUH�VHUYLFHV��LQFOXGLQJ�+,9�VSHFLDOW\�FDUH��SULPDU\�PHGLFDO�DQG�J\QHFRORJLF�
FDUH��IDPLO\�SODQQLQJ��PHQWDO�KHDOWK�RU�VXEVWDQFH�DEXVH�WUHDWPHQW�VHUYLFHV��
DQG�DVVLVWDQFH�ZLWK�IRRG��KRXVLQJ��WUDQVSRUWDWLRQ��DQG�OHJDO�DGYRFDF\�VHUYLFHV��
LI�QHHGHG��$�WHDP�DSSURDFK�ZLWK�PXOWLSOH�VXSSRUW�VHUYLFHV�PD\�DOVR�KHOS�WR�
SURYLGH�RSWLPDO�FDUH��6LPLODUO\��WKH�+,9�H[SRVHG�LQIDQW�VKRXOG�EH�OLQNHG�LQWR�
RQJRLQJ�SHGLDWULF�FDUH��ZLWK�+,9�GLDJQRVWLF�WHVWV�DV�GHVFULEHG�DERYH�DQG�
DSSURSULDWH�+,9�VSHFLDOW\�FDUH�LI�+,9�LQIHFWHG�

$QWLUHWURYLUDO�7UHDWPHQW

:KHWKHU�WR�FRQWLQXH�RU�GLVFRQWLQXH�$59V�DIWHU�GHOLYHU\��'HFLVLRQV�UHJDUGLQJ�
FRQWLQXDWLRQ�RI�$59�GUXJV�DIWHU�GHOLYHU\�VKRXOG�WDNH�WKH�IROORZLQJ�LQWR�DFFRXQW��
FXUUHQW�UHFRPPHQGDWLRQV�IRU�LQLWLDWLRQ�RI�$57��DYDLODEOH�DW�KWWS���ZZZ�
DLGVLQIR�QLK�JRY�&RQWHQW)LOHV�$GXOWDQG$GROHVFHQW*/�SGI��$FFHVVHG�����������
FXUUHQW�DQG�QDGLU�&'���FHOO�FRXQWV�DQG�WUDMHFWRU\��+,9�51$�OHYHOV��FOLQLFDO�
V\PSWRPV�GLVHDVH�VWDJH��SUHVHQFH�RI�RWKHU�LQGLFDWLRQV�IRU�$57��H�J���FKURQLF�
KHSDWLWLV�%��+,9�DVVRFLDWHG�QHSKURSDWK\���DGKHUHQFH�LVVXHV��+,9�LQIHFWLRQ�VWDWXV�
RI�WKH�ZRPDQ·V�VH[XDO�SDUWQHU��DQG�SDWLHQW�GHFLVLRQ�DIWHU�FDUHIXO�FRXQVHOLQJ�

)ROORZLQJ�GHOLYHU\��ZRPHQ�ZKR�PHHW�WKH�LQGLFDWLRQV�IRU�$57�VKRXOG�FRQWLQXH�
WKHUDS\�ZLWKRXW�LQWHUUXSWLRQ��'RVHV�RI�VRPH�3,V�PD\�EH�LQFUHDVHG�GXULQJ�
ODWH�SUHJQDQF\��IRU�ZRPHQ�FRQWLQXLQJ�WKHUDS\��DYDLODEOH�GDWD�VXJJHVW�WKDW�
VWDQGDUG�GRVHV�FDQ�EH�XVHG�DJDLQ�VWDUWLQJ�LPPHGLDWHO\�DIWHU�GHOLYHU\�

:KHQ�$59�GUXJV�KDYH�EHHQ�JLYHQ�LQ�SUHJQDQF\�WR�ZRPHQ�ZLWK�&'���
FHOO�FRXQW�!����FHOOV�PLFUROLWHU��WKH�GHFLVLRQ�WR�VWRS�RU�WR�FRQWLQXH�$59�
GUXJV�SRVWSDUWXP�KDV�EHFRPH�LQFUHDVLQJO\�FRQWURYHUVLDO�EHFDXVH�RI�
LQFUHDVLQJ�HYLGHQFH�RI�EHQHILW�LQ�VWDUWLQJ�WKHUDS\�DW�KLJKHU�&'���OHYHOV�
DQG�UHFRPPHQGDWLRQV�IRU�HDUOLHU�LQLWLDWLRQ�RI�$57��KWWS���DLGVLQIR�QLK�JRY�
JXLGHOLQHV�KWPO���DGXOW�DQG�DGROHVFHQW�WUHDWPHQW�JXLGHOLQHV�����$FFHVVHG�
���������DQG�EHFDXVH�WKHUDS\�LQWHUUXSWLRQ�ZKHQ�$57�KDV�EHHQ�JLYHQ�IRU�
WUHDWPHQW�LQ�QRQSUHJQDQW�DGXOWV�KDV�EHHQ�DVVRFLDWHG�ZLWK�LQFUHDVHG�PRUELGLW\�
�-�,QIHFW�'LV����������������

$W�LVVXH�LV�WKH�SRWHQWLDO�LPSDFW�RI�SRVWSDUWXP�$59�GLVFRQWLQXDWLRQ�RQ�WKH�
VKRUW��DQG�ORQJ�WHUP�KHDOWK�RI�WKH�PRWKHU��7KLV�LV�HVSHFLDOO\�LPSRUWDQW�DV�
ZRPHQ�PD\�KDYH�PXOWLSOH�SUHJQDQFLHV��UHVXOWLQJ�LQ�HSLVRGLF�UHFHLSW�RI�$59V��
7R�GDWH��VWXGLHV�RI�SUHJQDQW�ZRPHQ�ZLWK�UHODWLYHO\�KLJK�&'���FHOO�FRXQWV�
ZKR�VWRS�WKHUDS\�DIWHU�GHOLYHU\�KDYH�QRW�VKRZQ�D�ULVN�IRU�LQFUHDVHG�GLVHDVH�
SURJUHVVLRQ��-�,QIHFW�'LV�������������������+,9�0HG�����������������,QIHFW�
'LV�2EVWHW�*\QHFRO���������������8QSODQQHG�FKDQJHV�LQ�$59�UHJLPHQV�DQG�
GLVFRQWLQXDWLRQV�RI�WUHDWPHQW�LQ�WKH�SRVWSDUWXP�SHULRG�KDYH�OHG�WR�YLUDO�ORDG�
UHERXQG��+,9�&OLQ�7ULDOV���������������7KH�ULVNV�YHUVXV�EHQHILWV�RI�VWRSSLQJ�
WKHUDS\�SRVWSDUWXP�LQ�ZRPHQ�ZLWK�KLJK�&'���FRXQWV�LV�EHLQJ�HYDOXDWHG�LQ�WKH�
RQJRLQJ�3520,6(�VWXG\�
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7KH�SRWHQWLDO�EHQHILWV�RI�FRQWLQXLQJ�$57�LQ�ZRPHQ�ZLWK�KLJKHU�&'���
FRXQWV�PXVW�EH�ZHLJKHG�DJDLQVW�SRVVLEOH�GUXJ�WR[LFLW\��FRVW��DQG�WKH�ULVN�RI�
GHYHORSPHQW�RI�YLUDO�UHVLVWDQFH�ZLWK�VXERSWLPDO�DGKHUHQFH��ZKLFK�PD\�EH�
PRUH�OLNHO\�GXULQJ�WKH�SRVWSDUWXP�SHULRG��$,'6�&DUH������������������WK�
,QWHUQDWLRQDO�$,'6�6RFLHW\�&RQIHUHQFH�RQ�+,9�3DWKRJHQHVLV�DQG�7UHDWPHQW�DQG�
3UHYHQWLRQ�������$EVWUDFW��������

:RPHQ�ZKR�KDYH�XQLQIHFWHG�VH[XDO�SDUWQHUV�VKRXOG�FRQWLQXH�$57�SRVWSDUWXP�
WR�UHGXFH�ULVN�RI�+,9�WUDQVPLVVLRQ��1HZ�(QJO�-�0HG����������������6DIH�
VH[XDO�SUDFWLFHV�VKRXOG�FRQWLQXH�WR�EH�UHFRPPHQGHG�

7KH�GHFLVLRQ�WR�FRQWLQXH�WKHUDS\�DIWHU�GHOLYHU\�VKRXOG�EH�GLVFXVVHG�ZLWK�
WKH�ZRPDQ�DQG�GHFLVLRQV�PDGH�SULRU�WR�GHOLYHU\��8QWLO�GHILQLWLYH�HYLGHQFH�
LV�DYDLODEOH�WR�JXLGH�WKLV�GHFLVLRQ��FRQWLQXDWLRQ�RI�WKHUDS\�LQ�ZRPHQ�ZLWK�
KLJK�&'���FHOO�FRXQWV�VKRXOG�EH�EDVHG�RQ�LQGLYLGXDOL]HG�GLVFXVVLRQV�ZLWK�WKH�
ZRPDQ�DQG�FRQVLGHUDWLRQ�RI�ZLOOLQJQHVV�DQG�DELOLW\�WR�FRPPLW�DQG�DGKHUH�WR�
OLIHORQJ�WKHUDS\�

6WRSSLQJ�$59�'UXJV�3RVWSDUWXP

)RU�ZRPHQ�ZKRVH�DQWHSDUWXP�UHJLPHQ�LQFOXGHG�DQ�1157,�DQG�ZKR�SODQ�WR�
VWRS�$59�SURSK\OD[LV�DIWHU�GHOLYHU\��FRQVLGHU�RQH�RI�WKH�IROORZLQJ�WZR�RSWLRQV��
���VWRS�WKH�1157,�ILUVW�DQG�FRQWLQXH�RWKHU�$59V�IRU�D�SHULRG�RI�WLPH��RU����
VZLWFK�IURP�DQ�1157,�WR�D�3,�SULRU�WR�LQWHUUXSWLRQ�DQG�FRQWLQXH�WKH�3,�ZLWK�
WKH�RWKHU�$59V�IRU�D�SHULRG�RI�WLPH�EHIRUH�HOHFWLYHO\�VWRSSLQJ��7KH�RSWLPDO�
LQWHUYDO�EHWZHHQ�VWRSSLQJ�DQ�1157,�DQG�WKH�RWKHU�$59�GUXJV�LV�QRW�NQRZQ��DW�
OHDVW���GD\V�LV�UHFRPPHQGHG��*LYHQ�WKH�SRWHQWLDO�IRU�SURORQJHG�GHWHFWDEOH�
1157,�FRQFHQWUDWLRQV�IRU�PRUH�WKDQ���ZHHNV�LQ�SDWLHQWV�WDNLQJ�()9�EDVHG�
WKHUDS\��VRPH�H[SHUWV�UHFRPPHQG�FRQWLQXLQJ�WKH�RWKHU�$59V�RU�VXEVWLWXWLQJ�D�
3,�SOXV�WZR�RWKHU�DJHQWV�IRU�XS�WR����GD\V��$�UHFHQW�VWXG\�RI�����ZRPHQ�ZKR�
UHFHLYHG�VLQJOH�GRVH�QHYLUDSLQH�DQG�ZHUH�UDQGRPL]HG�WR�UHFHLYH�]LGRYXGLQH�
ODPLYXGLQH��WHQRIRYLU�HPWULFLWDELQH��RU�ORSLQDYLU�ULWRQDYLU�IRU�HLWKHU���RU����
GD\V�IRXQG�DQ�RYHUDOO�QHZ�QHYLUDSLQH�UHVLVWDQFH�PXWDWLRQ�UDWH�RI������ZKHQ�
DVVHVVHG�E\�SRSXODWLRQ�JHQRW\SH�DW���DQG���ZHHNV�IROORZLQJ�FRPSOHWLRQ�RI�
WUHDWPHQW��ZLWK�QR�GLIIHUHQFH�E\�OHQJWK�RI�WUHDWPHQW��+RZHYHU��ORZ�IUHTXHQF\�
QHYLUDSLQH�UHVLVWDQW�PXWDWLRQV�DW�FRGRQV�����������DQG�����GHWHFWHG�XVLQJ�
DOOHOH�VSHFLILF�3&5�HPHUJHG�VLJQLILFDQWO\�PRUH�RIWHQ�LQ�WKH���GD\�DUPV��������
>���@��WKDQ�LQ�WKH����GD\�DUPV�������>��@��3� ���������&OLQ�,QIHFW�'LV�������
������������

:RPHQ�ZKRVH�DQWHSDUWXP�UHJLPHQ�GLG�QRW�LQFOXGH�DQ�1157,�DQG�ZKR�SODQ�WR�
VWRS�$59�SURSK\OD[LV�DIWHU�GHOLYHU\�VKRXOG�VWRS�DOO�$59V�DW�WKH�VDPH�WLPH�

$GKHUHQFH�VXSSRUW��)RU�ZRPHQ�FRQWLQXLQJ�$59V�SRVWSDUWXP��DGKHUHQFH�
VXSSRUW�VKRXOG�EH�DYDLODEOH�GXULQJ�WKH�SRVWSDUWXP�SHULRG�DQG�DGKHUHQFH�
VKRXOG�EH�DVVHVVHG�DW�HDFK�FOLQLFDO�YLVLW��%HFDXVH�RI�WKH�SK\VLFDO�UHFRYHU\�IURP�
JLYLQJ�ELUWK��WKH�VWUHVVHV�DQG�GHPDQGV�RI�FDULQJ�IRU�D�QHZ�EDE\��DQG�SRVVLEOH�
SRVWSDUWXP�GHSUHVVLRQ��WKH�QHZ�PRWKHU�PD\�EH�SDUWLFXODUO\�YXOQHUDEOH�WR�
SUREOHPV�ZLWK�DGKHUHQFH�WR�$59�WUHDWPHQW��3URYLGHUV�VKRXOG�EH�HVSHFLDOO\�
DZDUH�WKDW�GHSUHVVLRQ�RU�GUXJ�RU�DOFRKRO�XVH�DEXVH�PD\�QHJDWLYHO\�DIIHFW�
DGKHUHQFH�DQG�VKRXOG�VFUHHQ�SRVWSDUWXP�ZRPHQ�IRU�WKHVH�FRQGLWLRQV�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

,W�LV�HVVHQWLDO�WKDW�DFFHVV�WR�DQG�FRQWLQXLW\�RI�$57�DV�QHHGHG�IRU�PDWHUQDO�
KHDOWK�EH�HQVXUHG��6LPSOLILFDWLRQ�RI�DQ�$59�UHJLPHQ�PD\�EH�FRQVLGHUHG��,I�D�
ZRPDQ�LV�QRW�DEOH�WR�DGKHUH�WR�KHU�UHJLPHQ��WHPSRUDU\�LQWHUUXSWLRQ�RI�$57�
PD\�EH�QHHGHG�ZKLOH�VWUDWHJLHV�DUH�GHYLVHG�WR�LPSURYH�DGKHUHQFH�

&RQWUDFHSWLRQ�DQG�&RQGRP�8VH

'LVFXVVLRQV�DERXW�FRQWUDFHSWLRQ�DQG�VDIH�VH[XDO�SUDFWLFHV�VKRXOG�FRQWLQXH�
WKURXJKRXW�SUHJQDQF\�DQG�VKRXOG�EH�UHYLHZHG�DQG�UHLQIRUFHG�DW�WKH�
SRVWSDUWXP�YLVLW��/DFN�RI�EUHDVWIHHGLQJ�LV�DVVRFLDWHG�ZLWK�HDUOLHU�UHWXUQ�RI�
IHUWLOLW\��RYXODWLRQ�UHWXUQV�DV�HDUO\�DV���ZHHNV�SRVWSDUWXP�DQG�SRWHQWLDOO\�
HYHQ�HDUOLHU�LQ�VRPH�ZRPHQ��SXWWLQJ�WKHP�DW�ULVN�IRU�SUHJQDQF\�VKRUWO\�
DIWHU�GHOLYHU\��2EVWHW�*\QHFRO�������������������,QWHUSUHJQDQF\�LQWHUYDOV�
����PRQWKV�KDYH�EHHQ�DVVRFLDWHG�ZLWK�LQFUHDVHG�ULVN�RI�SRRU�SHULQDWDO�
DQG�PDWHUQDO�RXWFRPHV�LQ�+,9�XQLQIHFWHG�ZRPHQ��-�2EVWHW�*\QDHFRO�
�����������������%HFDXVH�RI�WKH�VWUHVVHV�DQG�GHPDQGV�RI�D�QHZ�EDE\��ZRPHQ�
PD\�EH�ERWK�PRUH�UHFHSWLYH�WR�WKH�XVH�RI�HIIHFWLYH�FRQWUDFHSWLRQ�DQG�PRUH�
DW�ULVN�IRU�QRQDGKHUHQFH�WR�FRQWUDFHSWLYH�PHWKRGV�DQG�XQLQWHQGHG�SUHJQDQF\��
7KLV�LV�DQ�LPSRUWDQW�FRQFHUQ�ZKHQ�WKH�ZRPDQ�LV�RQ�DQ�()9�FRQWDLQLQJ�UHJLPHQ�
RU�RWKHU�GUXJV�WKDW�DUH�SRWHQWLDO�WHUDWRJHQV��$Q�LGHDO�FRQWUDFHSWLYH�VWUDWHJ\�
IRU�ZRPHQ�ZLWK�+,9�LQIHFWLRQ�LV�WR�SURYLGH�VLPXOWDQHRXV�SURWHFWLRQ�DJDLQVW�ERWK�
XQLQWHQGHG�SUHJQDQF\�DQG�+,9�WUDQVPLVVLRQ�RU�VH[XDOO\�WUDQVPLWWHG�GLVHDVH�
DFTXLVLWLRQ�RU�WUDQVPLVVLRQ��RIWHQ�FDOOHG�´GXDO�SURWHFWLRQµ��L�H���FRQGRPV�SOXV�D�
KLJKO\�HIIHFWLYH�FRQWUDFHSWLYH���6H[�7UDQVP�'LV������������������7KH�XVH�RI�
ORQJHU�WHUP��UHYHUVLEOH�FRQWUDFHSWLYH�PHWKRGV��H�J���LQMHFWDEOH��LPSODQWV��DQG�RU�
,8'��VKRXOG�EH�LQFOXGHG�DV�RSWLRQV�

1DWLRQDO�3HULQDWDO�+,9�+RWOLQH

7KLV�WROO�IUHH�KRWOLQH�SURYLGHV�IUHH�FOLQLFDO�FRQVXOWDWLRQ�RQ�DOO�DVSHFWV�RI�
SHULQDWDO�+,9��LQFOXGLQJ�LQIDQW�FDUH�����������������

'ROXWHJUDYLU��7LYLFD\��'/*�

)'$�DSSURYHG�������,W�LV�FODVVLILHG�DV�)'$�3UHJQDQF\�&DWHJRU\�%��

6WDQGDUG�DGXOW�GRVH��$59�QDwYH�RU�$59�H[SHULHQFHG�EXW�LQWHJUDVH�LQKLELWRU�
QDwYH�SDWLHQWV��'/*����PJ�RQFH�GDLO\

$59�QDwYH�RU�$59�H[SHULHQFHG�EXW�LQWHJUDVH�LQKLELWRU�QDwYH�LI�JLYHQ�ZLWK�()9��
IRV�$39�U��739�U��RU�ULIDPSLQ��RU�LQWHJUDVH�LQKLELWRU�H[SHULHQFHG��'/*����PJ�
WZLFH�GDLO\

)RUPXODWLRQ�����PJ�WDEOHWV

$GYHUVH�HIIHFWV��7KH�PRVW�FRPPRQ�DGYHUVH�UHDFWLRQV�RI�PRGHUDWH�WR�VHYHUH�
LQWHQVLW\�DQG�LQFLGHQFH�����DUH�LQVRPQLD�DQG�KHDGDFKH��+\SHUVHQVLWLYLW\�
UHDFWLRQV�KDYH�EHHQ�UHSRUWHG�LQ����RU�IHZHU�VWXG\�VXEMHFWV�DQG�ZHUH�
FKDUDFWHUL]HG�E\�UDVK��FRQVWLWXWLRQDO�ILQGLQJV��DQG�VRPHWLPHV�RUJDQ�G\VIXQFWLRQ��
LQFOXGLQJ�OLYHU�LQMXU\��3DWLHQWV�ZLWK�XQGHUO\LQJ�KHSDWLWLV�%�RU�&�PD\�EH�DW�
LQFUHDVHG�ULVN�IRU�DEQRUPDO�OLYHU�HQ]\PHV��
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU����+,9�DQG�3UHJQDQF\

'UXJ�,QWHUDFWLRQV��'UXJV�WKDW�DUH�PHWDEROLF�LQGXFHUV�PD\�GHFUHDVH�WKH�SODVPD�
FRQFHQWUDWLRQV�RI�GROXWHJUDYLU��'ROXWHJUDYLU�VKRXOG�EH�WDNHQ���KRXUV�EHIRUH�RU�
��KRXUV�DIWHU�WDNLQJ�FDWLRQ�FRQWDLQLQJ�DQWDFLGV�RU�OD[DWLYHV��VXFUDOIDWH��RUDO�LURQ�
VXSSOHPHQWV��RUDO�FDOFLXP�VXSSOHPHQWV��RU�EXIIHUHG�PHGLFDWLRQV��'/*�VKRXOG�EH�
JLYHQ�DV����PJ�WZLFH�GDLO\�ZKHQ�FRDGPLQLVWHUHG�ZLWK�ULIDPSLQ��

8VH�LQ�SUHJQDQF\��,QVXIILFLHQW�GDWD�WR�UHFRPPHQG�XVH��1R�VWXGLHV�RI�
GROXWHJUDYLU�XVH�LQ�KXPDQ�SUHJQDQF\��,QVXIILFLHQW�GDWD�WR�DVVHVV�IRU�
WHUDWRJHQLFLW\�LQ�KXPDQV��1R�HYLGHQFH�RI�WHUDWRJHQLFLW\�LQ�PLFH��UDWV��RU�UDEELWV�
3ODFHQWDO�WUDQVIHU�DQG�3.�LQ�SUHJQDQF\�DUH�XQNQRZQ
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
&KDSWHU�����3KDUPDFRORJLF�&RQVLGHUDWLRQV�LQ�+,9�,QIHFWHG�3UHJQDQW�3DWLHQWV

,QWURGXFWLRQ

,QIRUPDWLRQ�LQFOXGHG�LQ�WKLV�FKDSWHU�PD\�LQFOXGH�RII�ODEHO�UHFRPPHQGDWLRQV�IRU�
VSHFLILF�GUXJV�RU�LQGLFDWLRQV�

7KH�LQIRUPDWLRQ�SUHVHQWHG�LQ�WKLV�FKDSWHU�LQFOXGHV�GHWDLOHG�LQIRUPDWLRQ�DERXW�
SKDUPDFRORJLF�DJHQWV�FRPPRQO\�XVHG�LQ�WKH�WUHDWPHQW�RI�+,9�LQIHFWHG�ZRPHQ�
DQG�GUXJV�RIWHQ�XVHG�LQ�SUHJQDQF\�RU�DV�FRPSOHPHQWDU\�WKHUDSLHV��ZLWK�
SDUWLFXODU�HPSKDVLV�RQ�LVVXHV�UHODWHG�WR�WKHLU�XVH�LQ�SUHJQDQF\�

5LVN�YHUVXV�EHQHILW��7KH�GHFLVLRQ�WR�DGPLQLVWHU�GUXJV�WR�D�SUHJQDQW�ZRPDQ�
GHSHQGV�RQ�WKH�SRWHQWLDO�WKHUDSHXWLF�EHQHILW�YHUVXV�WKH�SRWHQWLDO�ULVN�WR�WKH�
PRWKHU�DQG�RU�WKH�GHYHORSLQJ�IHWXV��&OLQLFLDQV�DUH�RIWHQ�DGYLVHG�WR�DYRLG�
SUHVFULELQJ�GUXJV�IRU�SUHJQDQW�SDWLHQWV�EHFDXVH�KXPDQ�VDIHW\�GDWD�LQ�
SUHJQDQF\�DUH�ODFNLQJ�IRU�PDQ\��LI�QRW�PRVW��PHGLFDWLRQV��KRZHYHU��HIIHFWLYH�
WUHDWPHQW�IRU�+,9��RSSRUWXQLVWLF�LQIHFWLRQV��DQG�RWKHU�VHULRXV�PHGLFDO�FRQGLWLRQV�
VKRXOG�QRW�EH�ZLWKKHOG�LQ�SUHJQDQF\��7KHUH�DUH�LPSRUWDQW�FRQVLGHUDWLRQV�ZKHQ�
VHOHFWLQJ�DJHQWV�WR�WUHDW�ZRPHQ�ZLWK�+,9�WR�SUHYHQW�PRWKHU�WR�FKLOG�WUDQVPLVVLRQ�
DQG�WR�SUHYHQW�RU�WUHDW�RSSRUWXQLVWLF�LQIHFWLRQV�RU�RWKHU�UHODWHG�RU�FRH[LVWLQJ�
FRQGLWLRQV��,Q�JHQHUDO��ZKHQ�PRUH�WKDQ�RQH�HIIHFWLYH�WUHDWPHQW�LV�DYDLODEOH��WKH�
UHJLPHQ�ZLWK�WKH�EHVW�HYLGHQFH�IRU�VDIHW\�LQ�SUHJQDQF\�VKRXOG�EH�FKRVHQ��:KHQ�
DQLPDO�VWXGLHV�VXJJHVW�WHUDWRJHQLF�RU�HPEU\RWR[LF�ULVN�DQG�KXPDQ�VWXGLHV�DUH�
ODFNLQJ�RU�DOVR�RI�FRQFHUQ��H[SHUW�FRQVXOWDWLRQ�LV�UHFRPPHQGHG�

&DYHDWV��7KH�OLWHUDWXUH�RQ�GUXJ�VDIHW\�LQ�SUHJQDQF\�VKRXOG�EH�LQWHUSUHWHG�
ZLWK�FDXWLRQ�DQG�ZLWK�WKH�IROORZLQJ�FDYHDWV��DQLPDO�VWXGLHV��LQFOXGLQJ�VWXGLHV�
RI�PXWDJHQLFLW\��FDUFLQRJHQLFLW\��DQG�WHUDWRJHQLFLW\���ZKLFK�DUH�WKH�EDVLV�IRU�
PRVW�GDWD�RQ�VDIHW\�LQ�SUHJQDQF\��DUH�RIWHQ�LQFRQVLVWHQW�DFURVV�VSHFLHV�DQG�
PD\�QRW�DFFXUDWHO\�UHIOHFW�ULVN�LQ�KXPDQ�SUHJQDQF\��)RU�H[DPSOH��DQLPDOV�DUH�
RIWHQ�DGPLQLVWHUHG�GRVHV���WR����WLPHV�KLJKHU�WKDQ�WKRVH�JLYHQ�WR�KXPDQV�DQG�
WKH�FOLQLFDO�DSSOLFDELOLW\�RI�VXFK�GRVLQJ�WR�KXPDQ�WUHDWPHQW�PD\�QRW�EH�FOHDU��
,Q�KXPDQV��GUXJ�GRVH��LQWHQVLW\�RI�H[SRVXUH��SODFHQWDO�WUDQVIHU��DQG�JHVWDWLRQDO�
DJH�DW�H[SRVXUH�PD\�DOO�DIIHFW�WKH�SUHVHQFH�RU�PDJQLWXGH�RI�ULVN��7HUDWRJHQLF�
SRWHQWLDO�GRHV�QRW�UHIOHFW�WKH�H[SHFWHG�IUHTXHQF\�RI�PDOIRUPDWLRQV��DGHTXDWHO\�
FRQWUROOHG�KXPDQ�VWXGLHV�DUH�QHFHVVDU\�WR�HVWDEOLVK�WKH�GHJUHH�RI�ULVN��$�GUXJ�
ZLWK�WHUDWRJHQLF�SRWHQWLDO�PD\�EH�DSSURSULDWH�IRU�XVH�ZKHQ�WKHUH�DUH�QR�VDIHU�
DOWHUQDWLYHV�DQG�ZKHQ�WKH�EHQHILWV�DUH�H[SHFWHG�WR�RXWZHLJK�WKH�ULVN�

,W�LV�QRZ�VWDQGDUG�SUDFWLFH�WR�WUHDW�+,9�LQIHFWHG�SDWLHQWV�ZLWK�D�FRPELQDWLRQ�
RI�DQWLUHWURYLUDO��$59��DJHQWV��ZKLFK�PDNHV�LW�GLIILFXOW�WR�DVVHVV�WKH�VDIHW\�RI�
D�VLQJOH�DJHQW��DQG�LQIRUPDWLRQ�DERXW�WKH�VDIHW\�RI�QHZHU�$59V�LQ�SUHJQDQF\�
LV�OLPLWHG��DGGLWLRQDO�SURVSHFWLYH�FOLQLFDO�GDWD�DUH�QHHGHG��&OLQLFLDQV�DUH�
HQFRXUDJHG�WR�UHSRUW�DOO�LQ�XWHUR�H[SRVXUHV�WR�WKH�$QWLUHWURYLUDO�3UHJQDQF\�
5HJLVWU\����������������ID[����������������KWWS���ZZZ�DSUHJLVWU\�FRP����
7KH�UHJLVWU\�LV�D�FROODERUDWLYH�HIIRUW�RI�SKDUPDFHXWLFDO�PDQXIDFWXUHUV�ZLWK�DQ�
DGYLVRU\�FRPPLWWHH�RI�REVWHWULF�DQG�SHGLDWULF�SUDFWLWLRQHUV��WKH�JURXS�FROOHFWV�
REVHUYDWLRQDO�GDWD�RQ�$59�H[SRVXUH�GXULQJ�SUHJQDQF\�WR�DVVHVV�WKH�SRWHQWLDO�
WHUDWRJHQLFLW\�RI�WKHVH�GUXJV�
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$�*XLGH�WR�WKH�&OLQLFDO�&DUH�RI�:RPHQ�ZLWK�+,9�²������(GLWLRQ
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3KDUPDFRNLQHWLFV�RI�'UXJV�LQ�3UHJQDQF\

$OWKRXJK�PDQ\�SK\VLRORJLF�FKDQJHV�RFFXU�GXULQJ�SUHJQDQF\��IHZ�WULDOV�KDYH�
EHHQ�FRQGXFWHG�WR�HYDOXDWH�WKH�FOLQLFDO�VLJQLILFDQFH�RI�WKHVH�FKDQJHV�WR�WKH�
SKDUPDFRNLQHWLFV�RI�FRPPRQO\�XVHG�GUXJV��3K\VLRORJLF�FKDQJHV�WKDW�PD\�DIIHFW�
GUXJ�SKDUPDFRNLQHWLFV�LQFOXGH�GHOD\HG�JDVWULF�HPSW\LQJ��GHFUHDVHG�LQWHVWLQDO�
PRWLOLW\��LQFUHDVHG�YROXPH�RI�GLVWULEXWLRQ��DYHUDJH�LQFUHDVH����/���LQFUHDVHG�
UHQDO�EORRG�IORZ�����²������DQG�LQFUHDVHG�JORPHUXODU�ILOWUDWLRQ�UDWH��E\�
������)XQGDPHQWDOV�RI�*\QHFRORJ\�DQG�2EVWHWULFV��3KLODGHOSKLD��-�%��/LSSLQFRWW�
&R��������-�2EVWHW�*\QDHFRO��������������-�2EVWHW�*\QDHFRO�%U�&RPPRQZ�
�������������

3KDUPDFRNLQHWLF�SDUDPHWHUV�RI�193�JLYHQ�DV�D�VLQJOH�GRVH�RI�����PJ�DW�WKH�
RQVHW�RI�ODERU�ZHUH�VLPLODU�WR�EXW�PRUH�YDULDEOH�WKDQ�WKRVH�LQ�QRQSUHJQDQW�
DGXOWV��SRVVLEO\�EHFDXVH�RI�LQFRPSOHWH�DEVRUSWLRQ�DVVRFLDWHG�ZLWK�DOWHUHG�
JDVWURLQWHVWLQDO�IXQFWLRQ�GXULQJ�ODERU��-�,QIHFW�'LV����������������'DWD�VXJJHVW�
WKDW�193�OHYHOV�PD\�EH�GHWHFWDEOH�DV�ORQJ�DV���ZHHNV�DIWHU�D�VLQJOH�GRVH�
JLYHQ�DW�RQVHW�RI�ODERU����WK�&RQIHUHQFH�RQ�5HWURYLUXVHV�DQG�2SSRUWXQLVWLF�
,QIHFWLRQV��)HEUXDU\���������>DEVWUDFW���/%@���3UHJQDQF\�GRHV�QRW�FKDQJH�WKH�
SKDUPDFRNLQHWLFV�RI�$%&��='9���7&��G�7��RU�GG,��-�,QIHFW�'LV�����������������
�WK�,QWHUQDWLRQDO�&RQIHUHQFH�RQ�$,'6��-XQH����������>DEVWUDFW�)%��@��-�,QIHFW�
'LV�����������������2Q�WKH�RWKHU�KDQG��)7&�VHUXP�FRQFHQWUDWLRQV�DUH�VOLJKWO\�
ORZHU�LQ�WKH�WKLUG�WULPHVWHU��6LPLODUO\��WKLUG�WULPHVWHU�7')�FRQFHQWUDWLRQV�DUH�
ORZHU��EXW�WURXJK�FRQFHQWUDWLRQV�DUH�DGHTXDWH��7KH�FOLQLFDO�VLJQLILFDQFH�RI�WKHVH�
ILQGLQJV�UHPDLQV�WR�EH�GHWHUPLQHG��VHH�7DEOH������SS�����²�����

6HUXP�FRQFHQWUDWLRQV�RI�WKH�SURWHDVH�LQKLELWRUV��3,V��WKDW�KDYH�EHHQ�VWXGLHG�LQ�
SUHJQDQF\��$79��,'9��579��DQG�649��DSSHDU�WR�EH�ORZHU�LQ�SUHJQDQF\�ZKHQ�
WKH�DJHQWV�DUH�JLYHQ�DV�VLQJOH��XQERRVWHG�3,V��5HFRPPHQGDWLRQV�IRU�8VH�RI�
$QWLUHWURYLUDO�'UXJV�LQ�3UHJQDQW�+,9���,QIHFWHG�:RPHQ�IRU�0DWHUQDO�+HDOWK�DQG�
,QWHUYHQWLRQV�WR�5HGXFH�3HULQDWDO�+,9�7UDQVPLVVLRQ�LQ�WKH�8QLWHG�6WDWHV��KWWS���
ZZZ�DLGVLQIR�QLK�JRY��$FFHVVHG����������:KHQ�ERRVWHG�ZLWK�579��649�OHYHOV�
DUH�DGHTXDWH��+,9�&OLQ�7ULDOV��������������DQG�DGHTXDWH�1)9�OHYHOV�DUH�
DFKLHYHG�ZKHQ�LW�LV�JLYHQ�DW�D�GRVH�RI������PJ�ELG��LQ�WKH�WKLUG�WULPHVWHU��
KRZHYHU��FRQFHQWUDWLRQV�ZHUH�ORZHU�DQG�PRUH�YDULDEOH���WK�&RQIHUHQFH�RQ�
5HWURYLUXVHV�DQG�2SSRUWXQLVWLF�,QIHFWLRQV��)HEUXDU\������>DEVWUDFW����Z@���
:KHQ�WKH�ROG�IRUPXODWLRQ�RI�/39�U�FDSVXOHV�ZDV�DGPLQLVWHUHG�WR�SUHJQDQW�
SDWLHQWV��/39�VHUXP�FRQFHQWUDWLRQV�ZHUH�ORZHU�GXULQJ�WKH�WKLUG�WULPHVWHU��$�
SKDUPDFRNLQHWLF�VWXG\�ZLWK�WKH�QHZ�/39�U�WDEOHWV�LV�RQJRLQJ��6RPH�H[SHUWV�
UHFRPPHQG�LQFUHDVLQJ�WKH�/39�U�GRVH�WR�WKUHH�WDEOHWV�WZLFH�SHU�GD\�WR�
FRPSHQVDWH�IRU�WKH�GHFUHDVHG�/39�FRQFHQWUDWLRQV�GXULQJ�WKH�WKLUG�WULPHVWHU��
RWKHU�H[SHUWV��KRZHYHU��UHFRPPHQG�XVLQJ�WKH�VWDQGDUG�GRVH�ZLWK�FORVH�
PRQLWRULQJ��5HFRPPHQGDWLRQV�IRU�8VH�RI�$QWLUHWURYLUDO�'UXJV�LQ�3UHJQDQW�+,9�
��,QIHFWHG�:RPHQ�IRU�0DWHUQDO�+HDOWK�DQG�,QWHUYHQWLRQV�WR�5HGXFH�3HULQDWDO�
+,9�7UDQVPLVVLRQ�LQ�WKH�8QLWHG�6WDWHV���,Q�SDWLHQWV�ZLWK�3,�PXWDWLRQV��D�KLJKHU�
GRVH��H�J���WKUHH�/39�U�WDEOHWV�WZLFH�SHU�GD\��VKRXOG�EH�FRQVLGHUHG�LQ�WKH�WKLUG�
WULPHVWHU��8VH�RI�QHZHU�$59V��H�J���5$/��09&��'59��739��(75��RU�ROGHU�$59V�
ZLWK�OLPLWHG�FOLQLFDO�GDWD�LQ�SUHJQDQF\��H�J���(1)��)39��VKRXOG�EH�UHVHUYHG�IRU�
FDVHV�LQ�ZKLFK�WKH�EHQHILW�RXWZHLJKV�WKH�ULVN�WR�WKH�SUHJQDQW�ZRPDQ�DQG�RU�
ZKHQ�EHWWHU�VWXGLHG�DJHQWV�DUH�QRW�RSWLRQV�EHFDXVH�RI�FRQFHUQV�IRU�VDIHW\��
WROHUDELOLW\��RU�HIIHFWLYHQHVV�
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6H[�%DVHG�'LIIHUHQFHV�LQ�5HVSRQVH�WR�+,9�7UHDWPHQW

&OLQLFDO�UHVSRQVH��7KHUH�DUH�FRQIOLFWLQJ�GDWD�RQ�VH[�GLIIHUHQFHV�LQ�FOLQLFDO�
UHVSRQVH�WR�$59�WUHDWPHQW��6HYHUDO�VWXGLHV�KDYH�GRFXPHQWHG�VH[�GLIIHUHQFHV�
LQ�&'���O\PSKRF\WH�FRXQWV�DQG�+,9�YLUDO�ORDGV��9/V���LQGLFDWLQJ�WKDW�ZRPHQ�
KDYH�KLJKHU�&'���FHOO�FRXQWV�DQG�ORZHU�+,9�51$�OHYHOV�HDUO\�LQ�WKH�FRXUVH�RI�
LQIHFWLRQ��KRZHYHU��GLIIHUHQFHV�LQ�9/�WHQG�WR�GLVVLSDWH�VHYHUDO�\HDUV�DIWHU�LQLWLDO�
LQIHFWLRQ�DQG�UDWHV�RI�SURJUHVVLRQ�DUH�VLPLODU�LQ�PHQ�DQG�ZRPHQ��-�,QIHFW�'LV�
��������������1�(QJO�-�0HG���������������&OLQ�,QIHFW�'LV���������������
(DUO\�VWXGLHV�VXJJHVWHG�SRRUHU�RXWFRPHV�IRU�ZRPHQ��EXW�ZKHQ�FRQWUROOHG�IRU�
ODWHU�SUHVHQWDWLRQ�DQG�ORZHU�UDWHV�RI�FDUH�DQG�RU�WUHDWPHQW�ZLWK�HIIHFWLYH�
DQWLUHWURYLUDO�WKHUDS\��$57���WKHVH�VH[�EDVHG�GLIIHUHQFHV�LQ�+,9�GLVHDVH�FRXUVH�
JHQHUDOO\�GLVDSSHDUHG��-�$FTXLU�,PPXQH�'HILF�6\QGU��������������$,'6�
���������������6HYHUDO�VWXGLHV�KDYH�VKRZQ�VH[�GLIIHUHQFHV�LQ�$57�SUHVFULSWLRQ�
DQG�XWLOL]DWLRQ��HYHQ�ZLWK�IUHH�DFFHVV�WR�$57�DQG�&'���FHOO�FRXQWV������
FHOOV�PP��DW�EDVHOLQH��-�$FTXLU�,PPXQH�'HILF�6\QGU��������������:RPHQ·V�
+HDOWK�,VVXHV��������������-�$FTXLU�,PPXQH�'HILF�6\QGU��������������-�
$FTXLU�,PPXQH�'HILF�6\QGU�������������6RXWK�0HG�-����������������$�
UHFHQW�UHWURVSHFWLYH�FRKRUW�VWXG\�ZLWK�������SHUVRQ�\HDUV�IROORZ�XS�IRXQG�WKDW�
ZRPHQ�KDG�DQ�LQFUHDVHG�ULVN�RI�GHDWK��HYHQ�DIWHU�DGMXVWPHQW�IRU�+$$57�XVH�
�KD]DUG�UDWLR��������S� ��������-�,QIHFW�'LV����������������KRZHYHU��RWKHU�
ODUJH�FRKRUW�VWXGLHV�IRXQG�FRPSDUDEOH�RU�ORZHU�UDWHV�RI�FOLQLFDO�SURJUHVVLRQ�
DQG�GHDWK�LQ�ZRPHQ�FRPSDUHG�ZLWK�PHQ��-�:RPHQ·V�+HDOWK���������������
$,'6��������������+,9�0HG��������������9LURORJLF�DQG�FOLQLFDO�UHVSRQVHV�LQ�
FOLQLFDO�WULDOV�DUH�FRPSDUDEOH�EHWZHHQ�PHQ�DQG�ZRPHQ��DOWKRXJK�PRVW�WULDOV�
KDYH�QRW�EHHQ�SRZHUHG�WR�GHWHFW�JHQGHU�GLIIHUHQFHV��$�UHFHQW�RSHQ�ODEHO�
3KDVH��E�VWXG\�VSHFLILFDOO\�GHVLJQHG�WR�HQUROO�D�KLJK�SURSRUWLRQ�RI�ZRPHQ�
H[DPLQHG�WUHDWPHQW�UHVSRQVHV�WR�'59�579�SOXV�DQ�LQYHVWLJDWRU�VHOHFWHG�
RSWLPL]HG�EDFNJURXQG�UHJLPHQ�DQG�IRXQG�QR�VLJQLILFDQW�GLIIHUHQFH�LQ�YLURORJLF�
UHVSRQVH�E\�VH[��DOWKRXJK�ZRPHQ�ZHUH�PRUH�OLNHO\�WR�GLVFRQWLQXH�WKHUDS\�IRU�
UHDVRQV�RWKHU�WKDQ�YLURORJLF�IDLOXUH��$QQ�,QWHUQ�0HG���������������

$GYHUVH�GUXJ�HYHQWV��$�QXPEHU�RI�VWXGLHV�KDYH�VKRZQ�D�KLJKHU�LQFLGHQFH��
JUHDWHU�VHYHULW\��RU�DOWHUHG�SUHVHQWDWLRQ�RI�DGYHUVH�GUXJ�HYHQWV�LQ�ZRPHQ�
FRPSDUHG�ZLWK�PHQ��([SHUW�5HY�$QWL�,QIHFW�7KHU��������������:RPHQ�ZLWK�
KLJKHU�&'���FHOO�FRXQWV�DSSHDU�WR�EH�DW�WKH�JUHDWHVW�ULVN�IRU�V\PSWRPDWLF��
SRWHQWLDOO\�IDWDO��DQG�RIWHQ�UDVK�DVVRFLDWHG�OLYHU�WR[LFLW\�DVVRFLDWHG�ZLWK�193�
�-�$FTXLU�,PPXQH�'HILF�6\QGU��������������&OLQ�,QIHFW�'LV���������6XSSO�
��6�����/DFWLF�DFLGRVLV�UHODWHG�WR�SURORQJHG�H[SRVXUH�WR�QXFOHRVLGH�UHYHUVH�
WUDQVFULSWDVH�LQKLELWRUV�DSSHDUV�WR�RFFXU�PRUH�IUHTXHQWO\�LQ�ZRPHQ��$,'6�
���������������:RPHQ�DOVR�PD\�EH�DW�JUHDWHU�ULVN�IRU�VRPH�PHWDEROLF�
FRPSOLFDWLRQV�RI�$57��VXFK�DV�FHQWUDO�IDW�GHSRVLWLRQ��DQG�WKH\�DSSHDU�OHVV�
OLNHO\�WR�KDYH�WULJO\FHULGH�HOHYDWLRQV��+,9�0HG������������-�$FTXLU�,PPXQH�
'HILF�6\QGU��������������:RPHQ�DUH�DW�JUHDWHU�ULVN�RI�RVWHRSHQLD�DQG�
RU�RVWHRSRURVLV��HVSHFLDOO\�DIWHU�PHQRSDXVH��DQG�WKLV�PD\�EH�ZRUVHQHG�LQ�
WKH�VHWWLQJ�RI�+,9�DQG�$57��$,'6����������������$OWKRXJK�GDWD�DUH�OLPLWHG��
ZRPHQ�PD\�PHWDEROL]H�DQG�UHVSRQG�WR�VSHFLILF�$59�GUXJV�GLIIHUHQWO\�IURP�
PHQ��ZKLFK�PD\�UHVXOW�LQ�KLJKHU�GUXJ�FRQFHQWUDWLRQV�DQG�D�JUHDWHU�OLNHOLKRRG�
RI�DGYHUVH�HIIHFWV��$QQX�5HY�3KDUPDFRO�7R[LFRO��������������3KDUPDFRO�5HV�
�������������*HQG�0HG��������������7KHUHIRUH��FORVH�PRQLWRULQJ�IRU�DGYHUVH�
GUXJ�HYHQWV�LV�UHFRPPHQGHG�ZKHQ�LQLWLDWLQJ�$59�WKHUDS\�LQ�ZRPHQ��,W�LV�DOVR�
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LPSRUWDQW�WKDW�FOLQLFLDQV�UHFRJQL]H�EDUULHUV�WR�LQLWLDWLQJ�DQG�FRQWLQXLQJ�$59�
WKHUDS\�LQ�ZRPHQ�EHFDXVH�FRPSHWLQJ�SULRULWLHV��VXFK�DV�FKLOG�DQG�IDPLO\�FDUH�
DQG�LVVXHV�UHODWHG�WR�VWLJPD�DQG�GLVFORVXUH��FDQ�LQWHUIHUH�ZLWK�$57�DGKHUHQFH�

7DEOH�����

8��6��)RRG�DQG�'UXJ�$GPLQLVWUDWLRQ�&DWHJRULHV�IRU�WKH�8VH�RI�
3UHVFULSWLRQ�'UXJV�LQ�3UHJQDQF\
$ $GHTXDWH�DQG�ZHOO�FRQWUROOHG�VWXGLHV�RI�SUHJQDQW�ZRPHQ�IDLO�WR�GHPRQVWUDWH�

D�ULVN�WR�WKH�IHWXV�GXULQJ�WKH�ILUVW�WULPHVWHU�RI�SUHJQDQF\��DQG�WKHUH�LV�QR�
HYLGHQFH�RI�ULVN�GXULQJ�ODWHU�WULPHVWHUV�

% $QLPDO�UHSURGXFWLRQ�VWXGLHV�IDLO�WR�GHPRQVWUDWH�D�ULVN�WR�WKH�IHWXV�DQG�DGHTXDWH�
DQG�ZHOO�FRQWUROOHG�VWXGLHV�RI�SUHJQDQW�ZRPHQ�KDYH�QRW�EHHQ�FRQGXFWHG

& 6DIHW\�LQ�KXPDQ�SUHJQDQF\�KDV�QRW�EHHQ�GHWHUPLQHG��DQLPDO�VWXGLHV�DUH�HLWKHU�
SRVLWLYH�IRU�IHWDO�ULVN�RU�KDYH�QRW�EHHQ�FRQGXFWHG��DQG�WKH�GUXJ�VKRXOG�QRW�EH�
XVHG�XQOHVV�WKH�SRWHQWLDO�EHQHILW�RXWZHLJKV�WKH�SRWHQWLDO�ULVN�WR�WKH�IHWXV

' 3RVLWLYH�HYLGHQFH�RI�KXPDQ�IHWDO�ULVN�EDVHG�RQ�DGYHUVH�UHDFWLRQ�GDWD�IURP�
LQYHVWLJDWLRQDO�RU�PDUNHWLQJ�H[SHULHQFHV��EXW�WKH�SRWHQWLDO�EHQHILWV�IURP�WKH�XVH�
RI�WKH�GUXJ�LQ�SUHJQDQW�ZRPHQ�PD\�EH�DFFHSWDEOH�GHVSLWH�LWV�SRWHQWLDO�ULVNV

; 6WXGLHV�LQ�DQLPDOV�RU�UHSRUWV�RI�DGYHUVH�UHDFWLRQV�KDYH�LQGLFDWHG�WKDW�WKH�ULVN�
DVVRFLDWHG�ZLWK�WKH�XVH�RI�WKH�GUXJ�IRU�SUHJQDQW�ZRPHQ�FOHDUO\�RXWZHLJKV�
DQ\�SRVVLEOH�EHQHILW

1RWH��$W�WKH�WLPH�RI�SXEOLFDWLRQ�RI�WKLV�JXLGH��WKH�)'$�ZDV�SUHSDULQJ�D�UHYLVLRQ�RI�
GUXJ�FDWHJRULHV�IRU�SUHJQDQF\�DQG�ODFWDWLRQ�WKDW�ZLOO�OLNHO\�GR�DZD\�ZLWK�WKH�FXUUHQW�
OHWWHU�FDWHJRULHV
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7DEOH�����

3UHJQDQF\�&DWHJRULHV�IRU�$QWLUHWURYLUDO�$JHQWV��
LQ�$59�1DwYH�:RPHQ
3UHIHUUHG 'UXJV�RU�GUXJ�FRPELQDWLRQV�DUH�GHVLJQDWHG�DV�SUHIHUUHG�IRU�

XVH�LQ�SUHJQDQW�ZRPHQ�ZKHQ�FOLQLFDO�WULDO�GDWD�LQ�DGXOWV�KDYH�
GHPRQVWUDWHG�RSWLPDO�HIILFDF\�DQG�GXUDELOLW\�ZLWK�DFFHSWDEOH�
WR[LFLW\�DQG�HDVH�RI�XVH��SUHJQDQF\�VSHFLILF�SKDUPDFRNLQHWLF�
GDWD�DUH�DYDLODEOH�WR�JXLGH�GRVLQJ��DQG�QR�HYLGHQFH�RI�
WHUDWRJHQLF�HIIHFWV�RQ�WKH�IHWXV�RU�HVWDEOLVKHG�DVVRFLDWLRQ�ZLWK�
WHUDWRJHQLF�RU�FOLQLFDOO\�VLJQLILFDQW�DGYHUVH�RXWFRPHV�IRU�WKH�
PRWKHU��IHWXV��RU�QHZERUQ�DUH�SUHVHQW

$OWHUQDWLYH 'UXJV�RU�GUXJ�FRPELQDWLRQV�DUH�GHVLJQDWHG�DV�DOWHUQDWLYHV�
IRU�LQLWLDO�WKHUDS\�LQ�SUHJQDQW�ZRPHQ�ZKHQ�FOLQLFDO�WULDO�GDWD�
LQ�DGXOWV�VKRZ�HIILFDF\�EXW�DQ\�RQH�RU�PRUH�RI�WKH�IROORZLQJ�
FRQGLWLRQV�DSSO\��WKHUH�LV�OLPLWHG�H[SHULHQFH�LQ�SUHJQDQF\��
WKHUH�LV�D�ODFN�RI�GDWD�RQ�WHUDWRJHQLF�HIIHFWV�RQ�WKH�IHWXV��RU�
WKHUH�DUH�GRVLQJ��IRUPXODWLRQ��DGPLQLVWUDWLRQ��RU�LQWHUDFWLRQ�
LVVXHV�IRU�WKDW�GUXJ�RU�UHJLPHQ

1RW�
5HFRPPHQGHG

'UXJV�DQG�GUXJ�FRPELQDWLRQV�OLVWHG�LQ�WKLV�FDWHJRU\�DUH�QRW�
UHFRPPHQGHG�IRU�WKHUDS\�LQ�SUHJQDQW�ZRPHQ�EHFDXVH�RI�
LQIHULRU�YLURORJLF�UHVSRQVH��SRWHQWLDOO\�VHULRXV�VDIHW\�FRQFHUQV�
IRU�WKH�PRWKHU�RU�IHWXV��RU�SKDUPDFRORJLF�DQWDJRQLVP��,Q�
DGGLWLRQ��VRPH�GUXJV�DUH�OLVWHG�LQ�WKLV�FDWHJRU\�EHFDXVH�
WKH\�DUH�QRW�FXUUHQWO\�UHFRPPHQGHG�LQ�$59�QDwYH�DGXOWV�DQG�
DGROHVFHQWV�GXH�WR�OLPLWHG�GDWD��7KHVH�DJHQWV�PD\�HYHQWXDOO\�
PRYH�WR�D�GLIIHUHQW�FDWHJRU\�DV�PRUH�GDWD�EHFRPHV�DYDLODEOH�

,QVXIILFLHQW�
'DWD�WR�
5HFRPPHQG

$OWKRXJK�DSSURYHG�IRU�XVH�LQ�DGXOWV��WKH�GUXJV�DQG�GUXJ�
FRPELQDWLRQV�LQ�WKLV�FDWHJRU\�GR�QRW�KDYH�SUHJQDQF\�VSHFLILF�
SKDUPDFRNLQHWLF�RU�VDIHW\�GDWD�DYDLODEOH�RU�VXFK�GDWD�DUH�WRR�
OLPLWHG�WR�PDNH�D�UHFRPPHQGDWLRQ�IRU�XVH�IRU�SUHJQDQF\

6RXUFH��5HFRPPHQGDWLRQV�IRU�8VH�RI�$QWLUHWURYLUDO�'UXJV�LQ�3UHJQDQW�+,9���,QIHFWHG�:RPHQ�
IRU�0DWHUQDO�+HDOWK�DQG�,QWHUYHQWLRQV�WR�5HGXFH�3HULQDWDO�+,9�7UDQVPLVVLRQ�LQ�WKH�8QLWHG�
6WDWHV������
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