


UHSXWDWLRQ�

0HDVXULQJ�ULVN
&RQGXFWLQJ�D�ULVN�DQDO\VLV�LV�RQH�PHWKRG�WR�KHOS�RUJDQL]DWLRQV�PHDVXUH�LQSXWV�DQG�GHYHORS
SURFHVVHV�WR�PLWLJDWH�DQ\�QHJDWLYH�DIIHFW�WKDW�WDNLQJ�D�ULVN�PLJKW�KDYH�RQ�WKH�FRPSDQ\���
$GGLWLRQDOO\��RIWHQ�LW�LV�D�FRPSDQ\¶V�DELOLW\�WR�LGHQWLI\�DQG�PDQDJH�ULVNV�WKDW�RWKHUV�FDQQRW�WKDW
OHDGV�WR�LQQRYDWLRQ��RSSRUWXQLW\��DQG�PDUNHW�VXFFHVV��$IWHU�LGHQWLI\LQJ�DOO�RI�WKH�SRVVLEOH�VRFLDO�
HQYLURQPHQWDO��HFRQRPLF��DQG�SROLWLFDO�LVVXHV�WKDW�FRXOG�DIIHFW�WKH�RUJDQL]DWLRQ�DQG�FRPSLOLQJ
WKHP�LQ�D�FRPSUHKHQVLYH�ULVN�SURILOH��DV�GLVFXVVHG�LQ�&KDSWHUV���DQG����D�FRPSDQ\�PXVW�GHYHORS
PHWULFV�IRU�HDFK�LVVXH�WR�DVVHVV�LWV�SRWHQWLDO�LPSDFW��7KLV�ZLOO�HQDEOH�PDQDJHUV�WR�LQWHJUDWH�WKH
SURMHFW��RU�FRPSDQ\�UHODWHG�VRFLDO��HQYLURQPHQWDO��HFRQRPLF��VXVWDLQDELOLW\���DQG�SROLWLFDO�ULVNV
LQWR�52,�FDOFXODWLRQV�

6HYHQ�VWDJHV�IRU�PHDVXULQJ�VXVWDLQDELOLW\��DQG�SROLWLFDO�ULVNV
$IWHU�LGHQWLI\LQJ�WKH�YDULRXV�SRWHQWLDO�ULVNV��PHDVXULQJ�WKHP�LV�D�VHYHQ�VWDJH�SURFHVV�

���&DOFXODWH�WKH�EHQHILW�DVVRFLDWHG�ZLWK�HDFK�LVVXH�WKDW�PD\�JHQHUDWH�ULVN
���&DOFXODWH�WKH�SRWHQWLDO�FRVWV�DVVRFLDWHG�ZLWK�HDFK�ULVN��LQFOXGLQJ�UHSXWDWLRQ�FRVWV
���(VWLPDWH�WKH�SUREDELOLW\�WKDW�HDFK�ULVN�ZLOO�PDWHULDOL]H
���0XOWLSO\�WKH�SRWHQWLDO�FRVW�RI�HDFK�ULVN�E\�LWV�H[SHFWHG�SUREDELOLW\�RI�PDWHULDOL]LQJ�WR
FDOFXODWH�WKH�H[SHFWHG�YDOXH�RI�HDFK�ULVN

���(VWLPDWH�ZKHQ��RYHU�WLPH��WKH�ULVN�PD\�HPHUJH��&DOFXODWH�WKH�139��QHW�SUHVHQW�YDOXH��RI�WKH
ULVN

���$JJUHJDWH�WKH�139V�RI�DOO�ULVNV��,QVHUW�DV�D�OLQH�LWHP�LQ�52,�FDOFXODWLRQV
���&DOFXODWH�WKH�H[SHFWHG�YDOXH�RI�WKH�52,

6WHS����&DOFXODWH�LVVXH�EHQHILW
0HDVXULQJ�WKH�FRVW�RI�VRFLDO��HQYLURQPHQWDO��HFRQRPLF��DQG�SROLWLFDO�ULVNV�LQYROYHV�PRQHWL]LQJ�WKH
VDYLQJV�DQG�FRVWV�DVVRFLDWHG�ZLWK�HDFK�LVVXH�WKDW�FRXOG�JHQHUDWH�ULVN��)RU�H[DPSOH��FRUSRUDWLRQV
FRPPRQO\�FRQVLGHU�RSHUDWLQJ�LQ�D�UHJLRQ�ZKHUH�FKLOG�ODERU�LV�HPSOR\HG��,Q�FRQVLGHULQJ�WKLV
RSWLRQ��WKH�VDYLQJV�IURP�HLWKHU�HPSOR\LQJ�FKLOGUHQ�RU�XVLQJ�FRQWUDFWRUV�WKDW�PD\�HPSOR\�FKLOGUHQ
VKRXOG�EH�FDOFXODWHG�E\�PHDVXULQJ�WKH�GLIIHUHQFH�LQ�WKH�ZDJH�UDWHV�EHWZHHQ�SD\LQJ�DQ�DGXOW�DQG�D
FKLOG��7KH�VDYLQJV�RI�XVLQJ�FKLOG�ODERU�ZRXOG�UHSUHVHQW�WKH�LVVXH�EHQHILW��ZKLFK�LV�JHQHUDOO\
DVVLJQHG�D�SRVLWLYH�YDOXH�

6WHS����&DOFXODWH�ULVN�FRVWV�LQFOXGLQJ�UHSXWDWLRQ
$OWKRXJK�VRPH�LQGXVWULHV�VXFK�DV�FORWKLQJ�DQG�VKRH�PDQXIDFWXULQJ�KDYH�EHHQ�VHULRXVO\�GDPDJHG
E\�WKH�XVH�RI�FKLOG�ODERU��DQG�KDYH�WKHUHIRUH�DWWHPSWHG�WR�VWRS�WKH�SUDFWLFH��RWKHUV��VXFK�DV�WKH
FKRFRODWH�LQGXVWU\��IRU�D�ORQJ�WLPH�GLG�QRW�FRQVLGHU�WKLV�D�ULVN��&KLOGUHQ�ZRUNLQJ�DV�FRFRD�EHDQ
SLFNHUV�ZHUH�HPSOR\HG�LQ�WKH�VXSSO\�FKDLQ��&KRFRODWH�DQG�FDQG\�PDQXIDFWXUHUV�ODUJHO\�LJQRUHG
WKH�LVVXH��XQWLO�QHZVSDSHUV�EHJDQ�SXEOLVKLQJ�VWRULHV�RI�NLGQDSSLQJV�DQG�IRUFHG�FKLOG�ODERU�RQ
FRFRD�SODQWDWLRQV�LQ�:HVW�$IULFD��,I�D�FRPSDQ\�FDUHIXOO\�FRQVLGHUV�WKLV�RXWFRPH��LW�VKRXOG
FDOFXODWH�HDFK�SRWHQWLDO�FRVW�DVVRFLDWHG�ZLWK�HPSOR\LQJ��RU�FRQWUDFWLQJ�ZLWK�RWKHUV�WKDW�HPSOR\�

���



WKLV�ODERU�IRUFH��DQG�WKH�SXEOLF�GLVFRYHULQJ�LW��7KHVH�FRVWV�FRXOG�LQFOXGH�

��/RVW�VDOHV�DQG�RWKHU�UHSXWDWLRQ�LPSDFWV��PHDVXULQJ�UHSXWDWLRQ�LV�DGGUHVVHG�LQ�D�ODWHU�VHFWLRQ�

��0DQDJLQJ�D�FRQVXPHU�ER\FRWW�E\�KLULQJ�D�SXEOLF�UHODWLRQV�ILUP��FUHDWLQJ�D�QHZ�DGYHUWLVLQJ
FDPSDLJQ��KLULQJ�D�VWDNHKROGHU�UHODWLRQV�PDQDJHU��FRPPXQLFDWLQJ�LQWHUQDOO\�ZLWK�HPSOR\HHV�
DQG�VHQLRU�PDQDJHPHQW¶V�WLPH�GHYRWHG�WR�GHDOLQJ�ZLWK�WKH�LVVXHV

��'LPLQLVKHG�EUDQG�YDOXH

��1HJDWLYH�LPSDFW�RQ�UHFUXLWLQJ�SRWHQWLDO�KLUHV

��'DPDJH�WR�FRPSDQ\�FXOWXUH�DQG�PRUDOH

(DFK�RI�WKHVH�FRVWV�LV�DVVLJQHG�D�YDOXH�WR�FDOFXODWH�WKH�ULVN�FRVWV�RI�HPSOR\LQJ�FKLOG�ODERU�
7KH�ELJJHVW�FRVW�RI�VRFLDO��HQYLURQPHQWDO��HFRQRPLF��DQG�SROLWLFDO�ULVN�LV�XVXDOO\�D�UHSXWDWLRQ

FRVW��W\SLFDOO\�DV�D�UHVXOW�RI�ORVW�VDOHV�GXH�WR�FRQVXPHU�ER\FRWWV�RU�SURWHVWV��,Q�������WKH�5DLQIRUHVW
$FWLRQ�1HWZRUN�EHJDQ�D�FDPSDLJQ�DJDLQVW�&LWLJURXS�IRU�ILQDQFLQJ�SURMHFWV�WKDW�GHVWUR\�UDLQIRUHVWV�
7KH�FDPSDLJQ�LQFOXGHG�SURWHVWV�DW�EDQN�EUDQFKHV�DQG�WHOHYLVLRQ�FRPPHUFLDOV��$V�D�UHVXOW�
&LWLJURXS�ORVW�DERXW��������FXVWRPHUV����7KH�PDMRU�FRQVXPHU�SURWHVWV�WKDW�KDYH�SODJXHG�PDQ\
FRPSDQLHV�OLNH�1LNH�DQG�6KHOO�LOOXVWUDWH�WKH�VLJQLILFDQFH�RI�WKH�HYHQWV�DQG�WKH�UHODWHG�UHSXWDWLRQDO
DQG�ILQDQFLDO�FRVWV�
:KHUH�SRVVLEOH��WKH�LPSDFWV�RI�VKDUH�SULFH�DQG�PDUNHW�VKDUH�GHFOLQH��DV�GLVFXVVHG�HDUOLHU�

VKRXOG�EH�LQFOXGHG�LQ�FDOFXODWLRQV�DV�SRWHQWLDO�ORQJ�WHUP�ORVVHV��7KH�FRVWV�RI�PDQDJLQJ
VWDNHKROGHUV�LQ�WKH�PHGLXP�WR�ORQJ�WHUP��HLWKHU�WKURXJK�DGGLWLRQDO�SHUVRQQHO�RU�RWKHU�VWUDWHJLHV�
VKRXOG�DOVR�EH�LQFOXGHG��0DUVK�	�0F/HQQDQ��D�SURIHVVLRQDO�VHUYLFHV�DQG�LQVXUDQFH�ILUP�
H[SHULHQFHG�D�����GURS�LQ�LWV�VWRFN�SULFH�ZKHQ�DFFXVDWLRQV�RI�ELG�ULJJLQJ�DFWLYLW\�PDGH�WKH�QHZV
LQ�1RYHPEHU�������,Q�DGGLWLRQ�WR�D�GRZQJUDGLQJ�RI�LWV�GHEW�E\�FUHGLW�UDWLQJ�DJHQFLHV�EHFDXVH�RI
LWV�GHWHULRUDWLQJ�UHSXWDWLRQ��0DUVK�	�0F/HQQDQ�FXW����RI�LWV�ZRUNIRUFH�RQ�SUHGLFWLRQV�RI�D����
GHFOLQH�LQ�LWV�WKLUG�TXDUWHU�SURILWV���

6WHS����(VWLPDWH�SUREDELOLW\
$IWHU�WKH�SRWHQWLDO�FRVWV�RI�HDFK�ULVN�WR�WKH�FRPSDQ\�KDYH�EHHQ�FDOFXODWHG��WKH�SRWHQWLDO�OLNHOLKRRG�
DV�D�SHUFHQWDJH��WKDW�HDFK�ULVN�ZLOO�RFFXU�DQG�FDXVH�GDPDJH�WR�WKH�FRPSDQ\��LV�DSSUR[LPDWHG��7KLV
QXPEHU�LV�WKH�HVWLPDWHG�SUREDELOLW\���/DWHU�WKH�LPSDFW�RQ�WKH�FRPSDQ\�LQ�H[SHFWHG�YDOXH�ZLOO�EH
FDOFXODWHG��
+RZHYHU��D�IRRWQRWH�FDQ�EH�LQFOXGHG�LQ�WKH�52,�DQDO\VLV�WKDW�LQGLFDWHV�WKDW�WKHVH�QXPEHUV�DUH

PLGSRLQWV�RU�SRLQW�HVWLPDWHV�ZLWKLQ�D�UDQJH��DQG�WKH�UDQJH�FDQ�DOVR�EH�LQFOXGHG��$Q�HVWLPDWHG
SUREDELOLW\�VKRXOG�EH�DVVLJQHG�WR�HDFK�LGHQWLILHG�ULVN��)RU�H[DPSOH��WKH�HVWLPDWHG�SUREDELOLW\�RI
WKH�HPHUJHQFH�RI�VRFLDO��HQYLURQPHQWDO��HFRQRPLF��DQG�SROLWLFDO�ULVNV�IRU�D�ILFWLWLRXV�FRIIHH
SURFHVVLQJ�SODQW�LQ�&RORPELD�PLJKW�LQFOXGH�

��:RUNHUV�EHLQJ�NLGQDSSHG�E\�WKH�ORFDO�PLOLWLD�����

��%HLQJ�³WD[HG´�E\�ORFDO�PLOLWLDV�RU�FDUWHOV�����

��%HLQJ�IRXQG�JXLOW\�DQG�SD\LQJ�ILQHV�XQGHU�WKH�86�)RUHLJQ�&RUUXSW�3UDFWLFHV�$FW�RU�RWKHU�KRPH�
FRXQWU\�ODZV�WKDW�UHJXODWH�EULEHU\�DQG�SD\RIIV����

���



��6XSSOLHU¶V�FRIIHH�SODQWDWLRQ�GHVWUR\HG�E\�FURS�GXVWHUV�DV�SDUW�RI�ORFDO�JRYHUQPHQW�OHG�FRFDLQH
HUDGLFDWLRQ�VFKHPH�FUHDWLQJ�D�VXSSO\�JDS�����

6WHS����&DOFXODWH�H[SHFWHG�YDOXH�RI�HDFK�ULVN
$IWHU�DSSUR[LPDWLQJ�WKH�HVWLPDWHG�SUREDELOLW\��WKH�H[SHFWHG�YDOXH�IRU�HDFK�ULVN�LV�FDOFXODWHG��E\
PXOWLSO\LQJ�WKH�HVWLPDWHG�FRVW�RI�WKH�ULVN�E\�WKH�SHUFHQWDJH�HVWLPDWHG�SUREDELOLW\�RI�LWV�RFFXUUHQFH�
)RU�H[DPSOH��LI�WKH�FRVWV�RI�D�UHDFWLRQ�WR�XVH�RI�FKLOG�ODERU�DUH�HVWLPDWHG�WR�EH�86����������DQG
WKH�OLNHOLKRRG�WKDW�WKLV�ULVN�ZRXOG�PDWHULDOL]H�LV�HVWLPDWHG������WKHQ�

&KLOG�/DERU�5LVN�([SHFWHG�9DOXH� ������������î������� ��������

6WHS����&DOFXODWH�139�RI�HDFK�ULVN
$IWHU�6WHSV��±��KDYH�EHHQ�FRPSOHWHG��WKH�139�RI�HDFK�LVVXH�LV�FDOFXODWHG��1RWH�WKDW�HDFK�LVVXH
KDV�ULVNV�WKDW�HPHUJH�DW�GLIIHUHQW�WLPHV��139�LV�FDOFXODWHG�RQ�WKH�RXWFRPH�RI��139�FDOFXODWLRQV�IRU
VRFLDO��HQYLURQPHQWDO��HFRQRPLF��DQG�SROLWLFDO�ULVN�DUH�FRPSOHWHG�LQ�WKH�VDPH�ZD\�DV�WUDGLWLRQDO
139�FDOFXODWLRQV��'LVFRXQWLQJ�EDFN��XVLQJ�D�VHW�GLVFRXQW�UDWH��LV�DOVR�GRQH�LQ�WKH�WUDGLWLRQDO
PDQQHU��7KHVH�FDOFXODWLRQV�DUH�FDUULHG�RXW�IRU�HDFK�LGHQWLILHG�VRFLDO��HQYLURQPHQWDO��HFRQRPLF�
DQG�SROLWLFDO�ULVN�

6WHS����$JJUHJDWH�139V�RI�VRFLDO��HQYLURQPHQWDO��HFRQRPLF��DQG�SROLWLFDO�ULVNV
2QFH�DOO�139V�IRU�VRFLDO��HQYLURQPHQWDO��HFRQRPLF��DQG�SROLWLFDO�ULVNV�KDYH�EHHQ�FDOFXODWHG��WKH
139V�VKRXOG�EH�DGGHG�WRJHWKHU��7KH�DJJUHJDWH�VXVWDLQDELOLW\�ULVN�139�DQG�WKH�DJJUHJDWH�SROLWLFDO
ULVN�139�VKRXOG�WKHQ�EH�LQVHUWHG�DV�OLQH�LWHPV�LQ�WKH�QRUPDO�52,�FDOFXODWLRQ��6FKHGXOHV�VKRXOG�EH
SURYLGHG�WKDW�VKRZ�WKH�FDOFXODWLRQV�RI�EHQHILW��H[SHFWHG�YDOXH��OLNHOLKRRG��DQG�FRVW�RI
VXVWDLQDELOLW\�DQG�SROLWLFDO�ULVN��DV�LOOXVWUDWHG�LQ�)LJXUH������,W�LV�FULWLFDO�WKDW�VHQLRU�PDQDJHPHQW
VHH�ERWK�WKH�SURFHVV�DQG�WKH�RXWSXW�RI�GRLQJ�WKHVH�FDOFXODWLRQV�
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),*85(�����,QWHJUDWLQJ�VXVWDLQDELOLW\�DQG�SROLWLFDO�ULVN�FRVWV�LQ�52,�FDOFXODWLRQV

6FKHGXOHV�$�DQG�%�LQ�)LJXUH�����OLVW�H[DPSOHV�RI�SRWHQWLDO�VRFLDO��VXVWDLQDELOLW\��DQG�SROLWLFDO
ULVNV��6FKHGXOH�$�OLVWV�ULVNV�WKDW�FRXOG�HPHUJH�IRU�D�FRPSDQ\²IRU�LQVWDQFH��LQ�WKH�H[WUDFWLYH
LQGXVWU\²WKDW�RSHUDWHV�LQ�DQ�XQVWDEOH�UHJLRQ��$OWKRXJK�VRPH�LVVXHV�WKDW�HPHUJH��VXFK�DV�FLYLO
XQUHVW�QHDU�WKH�VLWH��ZRXOG�SUREDEO\�QRW�SUHVHQW�DQ\�EHQHILWV��RWKHUV��VXFK�DV�HVWDEOLVKLQJ
RSHUDWLRQV�RQ�,QGLJHQRXV�ODQGV��FRXOG�SURGXFH�VKRUW�WHUP�VDYLQJV�EHFDXVH�RI�ORZ�ODQG�SULFHV�
+RZHYHU��FRVWV�DVVRFLDWHG�ZLWK�WKHVH�VXVWDLQDELOLW\�ULVNV�WKDW�PLJKW�EH�LQFXUUHG�LQFOXGH�

��5HPXQHUDWLRQ�IRU�LQGLJHQRXV�ODQG

��+LULQJ�VRPHRQH�WR�QHJRWLDWH�ZLWK�SURWHVWHUV�RU�DVVLJQLQJ�VRPH�RI�FXUUHQW�HPSOR\HHV¶�WLPH�WR
WKRVH�QHJRWLDWLRQV�

��7KH�FRVW�RI�H[WUD�VHFXULW\�WR�SURWHFW�WKH�VLWH

��+LULQJ�D�FRPPXQLW\�UHODWLRQV�PDQDJHU

��([HFXWLYH�WLPH�VSHQG�VWUDWHJL]LQJ�RQ�PDQDJLQJ�1*2�UHODWLRQV

��:RUN�VWRSSDJHV�GXH�WR�FRPPXQLW\�SURWHVWV

���



��5HSXWDWLRQ�GDPDJH

��7KH�SRWHQWLDO�IRU�OLWLJDWLRQ�IHHV�DQG�ILQHV�LI�WKH�LVVXH�JRHV�WR�FRXUW

0RVW�XQGHUO\LQJ�FDXVHV�RI�SROLWLFDO�ULVNV��XQOLNH�VRPH�VRFLDO��HQYLURQPHQWDO��DQG�HFRQRPLF�ULVNV�
GR�QRW�SUHVHQW�DQ\�VDYLQJV�WR�D�FRPSDQ\��$OWKRXJK�HQWHULQJ�D�FRXQWU\�ZLWK�SROLWLFDO�LQVWDELOLW\�FDQ
EULQJ�ERWK�EHQHILWV�DQG�FRVWV��DQWLEXVLQHVV�OHJLVODWLYH�FKDQJHV��SROLF\�FKDQJHV�RU�FRQWUDFW
UHQHJRWLDWLRQ�WKDW�ZRXOG�EH�FRQVLGHUHG�ULVNV�RIIHU�D�FRPSDQ\�OLWWOH�RU�QR�EHQHILW��)DYRUDEOH�SROLF\
RU�OHJLVODWLRQ�FKDQJHV��KRZHYHU��ZRXOG�QRW�EH�FRQVLGHUHG�SROLWLFDO�ULVN�DV�GHILQHG�KHUH��6FKHGXOH
%�OLVWV�YDULRXV�FRVWV�WKH�FRPSDQ\�ZRXOG�LQFXU�LI�WKH�ULVNV�PHQWLRQHG�ZHUH�WR�PDWHULDOL]H��)RU
LQVWDQFH��LI�WKHUH�ZHUH�DQ�DUPHG�LQVXUUHFWLRQ�WDUJHWLQJ�WKH�FRPSDQ\�VLWH��FRVWV�FRXOG�LQFOXGH�

��+LULQJ�SULYDWH�VHFXULW\�WR�SURWHFW�H[HFXWLYHV�DQG�WKHLU�KRPHV

��7UDLQLQJ�SHUVRQQHO�LQ�VHOI�GHIHQVH��GHIHQVLYH�GULYLQJ��KRPH�LQYDVLRQ�SURWHFWLRQ��HWF��

��([WUD�WUDLQLQJ�RI�ORFDO�SROLFH�ZKR�SURWHFW�WKH�FRPSDQ\�VLWH�RQ�WKH�OHYHO�RI�IRUFH�FRPSDQ\
VWDQGDUGV�DOORZ��ZKHUH�WKH\�JR�EH\RQG�ORFDO�ODZV���WR�SURWHFW�WKH�FRPSDQ\�IURP�OLWLJDWLRQ�IRU
KXPDQ�ULJKWV�DEXVHV

,I�WKH�FRPSDQ\�RYHUVHDV�IDFHG�HQGHPLF�FRUUXSWLRQ��FRVWV�DVVRFLDWHG�ZLWK�WKLV�ULVN�FRXOG�LQFOXGH�

��'ROODUV��RU�HTXLYDOHQW��SDLG�GLUHFWO\�LQ�EULEHV��RU�RWKHU�PHWKRGV�RI�SD\PHQW�WR�IDFLOLWDWH
WUDQVDFWLRQV

��/HJDO�IHHV�DQG�ILQHV�LI�IRXQG�JXLOW\�RI�EULEHU\�SUDFWLFHV�LQ�D�ODZVXLW�ILOHG�XQGHU�WKH�)RUHLJQ
&RUUXSW�3UDFWLFHV�$FW�RU�VLPLODU�OHJLVODWLRQ

��5HSXWDWLRQ�GDPDJH�VXVWDLQHG�E\�WKH�FRPSDQ\�IRU�EHLQJ�DVVRFLDWHG�ZLWK�D�FRUUXSW�UHJLPH
5HSXWDWLRQ�FRVWV�KDYH�EHHQ�LQFOXGHG�DV�D�VHSDUDWH�OLQH�LWHP�LQ�HDFK�VFKHGXOH�EHFDXVH�WKH\

UHSUHVHQW�D�ODUJH�FRPSRQHQW�RI�VRFLDO��HQYLURQPHQWDO��HFRQRPLF��DQG�SROLWLFDO�ULVN��,Q�DGGLWLRQ�WR
KRZ�UHSXWDWLRQ�FRVWV�ZHUH�WUHDWHG�LQ�WKH�SUHYLRXV�UHSXWDWLRQ�ULVN�VHFWLRQ��WKH\�FDQ�EH�OLVWHG�DV�ORVW
VDOHV�DQG�SURILWV�

6WHS����&DOFXODWH�H[SHFWHG�YDOXH�RI�52,
2QFH�6FKHGXOHV�$�DQG�%�KDYH�EHHQ�FDOFXODWHG��WKHLU�UHVXOWV�FDQ�EH�LQWHJUDWHG�LQWR�WUDGLWLRQDO�52,
FDOFXODWLRQV��DV�LOOXVWUDWHG�LQ�)LJXUH������7KLV�SURFHVV�FDQ�DOVR�EH�XVHG�WR�FDOFXODWH�RSSRUWXQLWLHV
IRU�RUJDQL]DWLRQDO�LQQRYDWLRQ�
,QWHJUDWLQJ�VRFLDO��HQYLURQPHQWDO��HFRQRPLF��DQG�SROLWLFDO�ULVNV�LQWR�52,�FDOFXODWLRQV�HQDEOHV

PDQDJHUV�WR�EHWWHU�XQGHUVWDQG������WKH�IXOO�UDQJH�RI�ULVNV�WKHLU�RSHUDWLRQV�IDFH��DQG�����WKHLU�FRVWV�
$OWKRXJK�WKH�RXWSXW�RI�WKH�DQDO\VLV�LV�XVHIXO��WKH�DQDO\VLV�SURFHVV�LWVHOI�DOVR�SURYLGHV�WKH
RSSRUWXQLW\�WR�VWUDWHJL]H�IRU�ULVN�PDQDJHPHQW²HLWKHU�WR�GHYHORS�ZD\V�WR�DYRLG�WKH�ULVN��WR�FUHDWH
ULVN�PLWLJDWLRQ�SODQV��DQG�WR�FDSLWDOL]H�RQ�RSSRUWXQLWLHV�
,Q�DQ�LQFUHDVLQJO\�JOREDOL]HG�ZRUOG��D�FRPSDQ\�QHHGV�WR�LQWHJUDWH�VXVWDLQDELOLW\�DQG�SROLWLFDO

ULVNV�WR�PDQDJH�LWV�ULVNV�HIIHFWLYHO\��WR�LPSURYH�UHVRXUFH�DOORFDWLRQ��DQG�LGHQWLI\�RSSRUWXQLWLHV�
7KLV�GHPDQGV�WKH�TXDQWLILFDWLRQ�RI�VRFLDO��HQYLURQPHQWDO��HFRQRPLF��DQG�SROLWLFDO�ULVNV��7R�DFFRXQW
IRU�WKHVH�ULVNV��WKH\�PXVW�EH�LGHQWLILHG��PHDVXUHG��PRQHWL]HG��DQG�LQFOXGHG�LQ�52,�FDOFXODWLRQV�
$QG�WKHQ�WKH\�FDQ�EH�PRUH�HIIHFWLYHO\�PDQDJHG�WR�LPSURYH�ERWK�VXVWDLQDELOLW\�DQG�ILQDQFLDO
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SHUIRUPDQFH�

0HDVXULQJ�VRFLDO��HQYLURQPHQWDO��DQG�HFRQRPLF�LPSDFWV
2QFH�PHWULFV�KDYH�EHHQ�VSHFLILHG��D�PHWKRGRORJ\�IRU�PHDVXULQJ�VRFLDO��HQYLURQPHQWDO��DQG
HFRQRPLF�LPSDFWV�EDVHG�RQ�WKH�FRQFHSWV�GLVFXVVHG�LQ�WKH�SUHYLRXV�FKDSWHU�LV�FULWLFDO����7KH�ILUVW
VWHS�LQ�PHDVXULQJ�LPSDFWV�LV�WR�LGHQWLI\�WKH�LPSDFW�WR�EH�YDOXHG�DQG�WKH�SRSXODWLRQ��RU�DIIHFWHG
JURXS��ZKRVH�YDOXHV�ZLOO�EH�PHDVXUHG��1H[W��WKH�FKRLFH�RI�PHWKRG��UHYHDOHG�SUHIHUHQFH�RU�VWDWHG
SUHIHUHQFH��QHHGV�WR�EH�GHWHUPLQHG��$�VLQJOH�PHWKRG�RU�PXOWLSOH�PHWKRGV�FDQ�EH�XVHG�WR�PHDVXUH
LPSDFW��)RU�LQVWDQFH��WUDYHO�FRVW�DQG�KHGRQLF�SULFLQJ�FDQ�ERWK�EH�XVHG�WR�HVWLPDWH�WKH�EHQHILWV�RI
FOHDQLQJ�XS�D�SROOXWHG�ULYHU�
,I�XVLQJ�D�UHYHDOHG�SUHIHUHQFH�PHWKRG��VHFRQGDU\�GDWD�VRXUFHV�VKRXOG�EH�LGHQWLILHG�DQG

HYDOXDWHG��0XOWLSOH�GDWD�VRXUFHV�PD\�EH�QHFHVVDU\�WR�JDWKHU�DOO�QHHGHG�LQIRUPDWLRQ��6RPH
PHWKRGV��VXFK�DV�WUDYHO�FRVW�DQG�FRQWLQJHQW�YDOXDWLRQ��UHTXLUH�WKH�FROOHFWLRQ�RI�SULPDU\�GDWD
WKURXJK�VXUYH\V��)LQDOO\��DQ�HVWLPDWH�RI�:73�RU�:7$�LV�GHULYHG�IURP�WKH�GDWD�FROOHFWHG�IURP�WKH
SULPDU\�DQG�VHFRQGDU\�VRXUFHV���

0HDVXULQJ�LPSDFW�DW�7KH�&R�RSHUDWLYH�%DQN
,Q�������8.�EDVHG�7KH�&R�RSHUDWLYH�%DQN�GHYHORSHG�D�PHWKRGRORJ\�WR�PHDVXUH�KRZ
LWV�VXVWDLQDELOLW\�SUDFWLFHV�DIIHFW�UHYHQXH�DQG�JURZWK��7KH�PHWKRGRORJ\�XVHV�VHYHUDO
FDOFXODWLRQV�DQG�VXUYH\�TXHVWLRQV��)URP�WKH�VXUYH\��WKH�EDQN�GHWHUPLQHG�WKDW�����RI
SHUVRQDO�FXUUHQW�DFFRXQW�FXVWRPHUV�VWDWH�WKDW�VXVWDLQDELOLW\�LV�RQH�RI�D�QXPEHU�RI
LPSRUWDQW�IDFWRUV�LQ�ZK\�WKH\�RSHQHG�RU�PDLQWDLQHG�DQ�DFFRXQW�DW�WKH�EDQN��ZKLOH����
FLWH�VXVWDLQDELOLW\�DV�WKH�PRVW�LPSRUWDQW�IDFWRU��7KH�EDQN�KDV�HVWLPDWHG�WKH�SURILWDELOLW\
RI�HDFK�SURGXFW��LQFOXGLQJ�DOO�GLUHFW�FRVWV�DQG�LQGLUHFW�FRVWV�DWWULEXWDEOH�WR�WKH�SURGXFW��7KH
SURILWDELOLW\�LV�WKHQ�PXOWLSOLHG�E\�WKH�VXVWDLQDELOLW\�IDFWRU��DQG�WKHQ�DJJUHJDWHG�WR�SURGXFH�D
VXVWDLQDELOLW\�SURILWDELOLW\�FRQWULEXWLRQ�UDQJH��ZKLFK�UDQJHV�IURP�WKRVH�FXVWRPHUV�IRU
ZKRP�VXVWDLQDELOLW\�LV�WKH�PRVW�LPSRUWDQW�GHWHUPLQLQJ�IDFWRU�WR�WKRVH�FXVWRPHUV�IRU�ZKRP
VXVWDLQDELOLW\�LV�RQH�RI�D�QXPEHU�RI�IDFWRUV�����7KH�EDQN�FRQFOXGHG�WKDW�����RI�SURILWV
FRXOG�EH�DVVLJQHG�WR�FXVWRPHUV�ZKR�FLWH�VXVWDLQDELOLW\�DV�DQ�LPSRUWDQW�IDFWRU��DQG�����WR
FXVWRPHUV�ZKR�FLWH�VXVWDLQDELOLW\�DV�WKH�PRVW�LPSRUWDQW�IDFWRU�

6XUYH\LQJ�QRQPDUNHW�H[WHUQDOLWLHV
6HYHUDO�PHWKRGV�IRU�YDOXLQJ�H[WHUQDOLWLHV�ZHUH�LQWURGXFHG�LQ�WKH�SUHYLRXV�FKDSWHU��&RQWLQJHQW
YDOXDWLRQ��DORQJ�ZLWK�RWKHU�PHWKRGV��XVHV�VXUYH\V�RI�UHOHYDQW�SRSXODWLRQV�WR�HOLFLW�YDOXHV�SODFHG
RQ�JRRGV�DQG�VHUYLFHV��6XUYH\V�FDQ�DLG�FRPSDQLHV�LQ�IXOO\�PHDVXULQJ�RXWSXWV�DQG�RXWFRPHV��7KHUH
DUH�FXUUHQWO\�DW�OHDVW�VL[�PDLQ�PHWKRGV�WR�JDWKHU�LQIRUPDWLRQ�WKURXJK�VXUYH\V��EXW�DOO�IDOO�LQWR�D
JHQHUDO�DSSURDFK�FRQVLVWLQJ�RI�WKH�IROORZLQJ�VWHSV�

���$�VDPSOH�RI�WKH�SRSXODWLRQ�LV�TXHVWLRQHG�DERXW�LWV�YDOXH�IRU�D�VSHFLILHG�JRRG
���7KH�UHVSRQVHV�DUH�GRFXPHQWHG�DQG�IRUP�WKH�EDVLV�IRU�HVWLPDWLQJ�:73�RU�DQRWKHU�UHOHYDQW
PHWKRG

���5HVXOWV�DUH�H[WUDSRODWHG�WR�WKH�HQWLUH�SRSXODWLRQ
+HUH�LV�D�GHVFULSWLRQ�RI�HDFK�RI�WKH�VL[�PHWKRGV�UHODWHG�WR�:73�DQG�WKH�JHQHUDO�DSSURSULDWHQHVV

���



RI�WKHLU�DSSOLFDWLRQ�

���2SHQ�HQGHG�:73��,Q�WKLV�PHWKRG�UHVSRQGHQWV�DUH�DVNHG�WR�VWDWH�WKHLU�PD[LPXP�:73�IRU
WKH�JRRG�RU�UHVRXUFH�XQGHU�HYDOXDWLRQ��4XHVWLRQV�FRXOG�EH�IUDPHG�LQ�WKH�IRUP�RI�³:KDW�LV
WKH�PRVW�WKDW�\RX�ZRXOG�EH�ZLOOLQJ�WR�SD\�WR�JXDUDQWHH�WKDW�WKH�ZLOGHUQHVV�DUHD�ZLOO�UHPDLQ
FORVHG�WR�GHYHORSPHQW"´�7KH�PHWKRG�LV�QRW�IDYRUHG�PXFK�EHFDXVH�RI�WKH�SRWHQWLDO�IRU
XQUHDOLVWLF�UHVSRQVHV

���&ORVH�HQGHG�LWHUDWLYH�ELGGLQJ��5HVSRQGHQWV�DUH�DVNHG�ILUVW�LI�WKH\�ZRXOG�EH�ZLOOLQJ�WR�SD\
D�VSHFLILHG�DPRXQW�IRU�WKH�JRRG�RU�VHUYLFH��,I�WKH�UHVSRQVH�LV�DIILUPDWLYH��WKHQ�WKH�QXPEHU�LV
UDLVHG�LQ�LQFUHPHQWV�XQWLO�WKH�UHVSRQGHQW�DQVZHUV�QHJDWLYHO\��,I�WKH�LQLWLDO�UHVSRQVH�LV
QHJDWLYH��WKH�DPRXQW�LV�ORZHUHG�XQWLO�D�YDOXH�LV�DJUHHG��7KLV�PHWKRG�LV�FRPPRQO\�XVHG��EXW
WKHUH�LV�HYLGHQFH�WKDW�WKH�UHVSRQVHV�DUH�ELDVHG�GHSHQGLQJ�RQ�WKH�LQLWLDO�SULFH�VHW�IRU�WKH
JRRG��WKLV�LV�NQRZQ�DV�VWDUWLQJ�SRLQW�ELDV�

���&RQWLQJHQW�UDQNLQJ��5HVSRQGHQWV�UDQN�VSHFLILF�FRPELQDWLRQV�RI�TXDQWLWLHV�RI�WKH�JRRG�DQG
ZLOOLQJQHVV�WR�SD\�IRU�HDFK�VHJPHQW��)RU�H[DPSOH��FRPELQDWLRQV�FRXOG�UDQJH�IURP�ORZ
ZDWHU�TXDOLW\�DW�ORZ�SULFH�WR�KLJK�TXDOLW\�DW�KLJKHU�SULFHV��7KH�FRPELQDWLRQV�DUH�UDQNHG
IURP�PRVW�SUHIHUUHG�WR�OHDVW�SUHIHUUHG��7KLV�PHWKRG�LV�SRSXODU�EHFDXVH�LW�LV�HDVLHU�IRU
UHVSRQGHQWV�WR�DQVZHU�DQG�IRU�VXUYH\RUV�WR�DQDO\]H

���'LFKRWRPRXV�FKRLFH��,Q�WKLV�PHWKRG��UHVSRQGHQWV�DUH�JLYHQ�UDQGRPO\�DVVLJQHG�SULFHV�DQG
DVNHG�ZKHWKHU�WKH\�ZRXOG�EH�ZLOOLQJ�WR�SD\�WKDW�SULFH��$V�D�UHVXOW��DQDO\VWV�FRQVWUXFW�D
GLVWULEXWLRQ�RI�WKH�UHVSRQVHV�DQG�FDOFXODWH�WKH�SUREDELOLW\�RI�UHVSRQGHQWV�DQVZHULQJ
SRVLWLYHO\�WR�D�VHW�DPRXQW��7KLV�PHWKRG�UHTXLUHV�D�ODUJH�VDPSOH�VL]H�WR�EH�DEOH�WR�GHWHUPLQH
ZLWK�KLJK�SHUFHQWDJH�SUREDELOLW\�LI�WKH�SRSXODWLRQ�LV�ZLOOLQJ�WR�SD\�IRU�D�VSHFLILHG�YDOXH

���3D\PHQW�FDUG�ZLWK�FRPSDUDWLYH�WD[�SULFHV��,QGLYLGXDOV�DUH�DVNHG�WR�YDOXH�D�JRRG�DIWHU
VHHLQJ�D�FDUG�VKRZLQJ�WKH�WD[�SULFHV�IRU�D�UDQJH�RI�RWKHU�SXEOLFO\�SURYLGHG�JRRGV��7KH�FDUG
VKRZV��IRU�H[DPSOH��WKH�GROODU�DPRXQW�WKDW�DQ�LQGLYLGXDO�ZLWK�D�SDUWLFXODU�DQQXDO�LQFRPH
SD\V�IRU�QDWLRQDO�SDUNV��7KH�LGHD�LV�WR�SURYLGH�D�UHIHUHQFH�SRLQW�VR�WKDW�LQGLYLGXDOV�PDNH�DQ
LQIRUPHG�GHFLVLRQ��WKXV�UHGXFLQJ�WKH�RFFXUUHQFH�RI�RXWOLHUV�IURP�RSHQ�HQGHG�VXUYH\V

���3D\PHQW�FDUG�ZLWK�D�UDQJH�RI�SULFHV��5HVSRQGHQWV�DUH�DVNHG�WKH�PD[LPXP�SULFH�WKH\
ZRXOG�EH�ZLOOLQJ�WR�SD\�IRU�D�JRRG�IURP�D�UDQJH�RI�GROODU�YDOXHV��7KLV�VXUYH\�FRXOG�EH
FRQGXFWHG�DQRQ\PRXVO\�DQG�E\�PDLO��UHGXFLQJ�ELDV�UHVXOWLQJ�IURP�SHUVRQDO�LQWHUYLHZV

*LYHQ�WKH�KLJK�FRVW�RI�VXUYH\V��LW�LV�SRVVLEOH�WR�XVH�LQIRUPDWLRQ�IURP�H[LVWLQJ�RU�UHODWHG�GDWDEDVHV�
SURYLGHG�WKDW�GLIIHUHQFHV�LQ�WKH�SRSXODWLRQ�VDPSOH�DUH�FRQWUROOHG�VWDWLVWLFDOO\��$OVR��FRQGXFWRUV�RI
VXUYH\V�DUH�HQFRXUDJHG�WR�GRFXPHQW�WKH�FKDUDFWHULVWLFV�RI�WKH�VDPSOHV�VR�WKDW�WKH\�FDQ�EH�XVHIXO�LQ
IXWXUH�DQDO\VHV��:KHUH�H[WHQVLYH�VXUYH\V�DUH�QRW�SUDFWLFDO��WKH�WKRXJKW�SURFHVV�DQG�GLVFXVVLRQ�RI
WKH�UHOHYDQW�LVVXHV�FDQ�DW�OHDVW�SURYLGH�UHFRJQLWLRQ�RI�DOWHUQDWLYH�YLHZV�WKDW�PD\�EH�UHOHYDQW�IRU
WKH�GHFLVLRQV��)XUWKHUPRUH��D�ZHOO�H[HFXWHG�VWDNHKROGHU�HQJDJHPHQW�SURFHVV��WKRXJK�QRW�D
VXEVWLWXWH�IRU�H[WHQVLYH�VXUYH\V�DQG�DQDO\VLV��FDQ�EH�D�VLJQLILFDQW�DLG�WR�XQGHUVWDQGLQJ�DOWHUQDWLYH
YLHZV�DQG�WKH�LQWHQVLW\�RI�VWDNHKROGHU�DWWLWXGHV�

6XUYH\�ELDV
7KHUH�DUH�DW�OHDVW�WKUHH�PDLQ�VRXUFHV�RI�ELDV�WKDW�DULVH�GXH�WR�SRRUO\�GHVLJQHG�VXUYH\V�

���6DPSOH�ELDV��0RVW�VXUYH\V�UHO\�RQ�D�VPDOO�QXPEHU�RI�SHRSOH�WR�UHSUHVHQW�WKH�WDUJHW
SRSXODWLRQ��,Q�DOPRVW�DOO�FDVHV��VDPSOHV�DUH�VHOHFWHG�E\�D�SUREDELOLW\�PHWKRG��ZKLFK

���



SURGXFHV�VLPSOH�UDQGRP�VDPSOHV�WKDW�JLYH�HDFK�LQGLYLGXDO�LQ�WKH�WDUJHW�SRSXODWLRQ�DQ�HTXDO
SUREDELOLW\�RI�EHLQJ�VHOHFWHG��$�EURDGHU�LVVXH�ZLWK�VDPSOHV�LV�KRZ�WR�VHOHFW�WKH�WDUJHW
SRSXODWLRQ��)RU�&9�SXUSRVHV��WKH�UHOHYDQW�WDUJHW�SRSXODWLRQ�LV�DOO�FRQVWLWXHQWV�DIIHFWHG�E\
WKH�SURMHFW�RU�WKH�LQYHVWPHQW�EHLQJ�DQDO\]HG��$�VWDNHKROGHU�DQDO\VLV�ZLOO�KHOS�LGHQWLI\�ZKR
LV�DIIHFWHG�DQG�ZLOO�KHOS�LQ�WKH�GHILQLWLRQ�RI�WKH�WDUJHW�SRSXODWLRQ��,I�WKH�VDPSOH�LV
DSSURSULDWHO\�VHOHFWHG��WKHQ�VDPSOH�ELDV�FDQ�EH�DYRLGHG

���1RQUHVSRQVH�ELDV��(YHQ�LI�VDPSOH�ELDV�LV�HOLPLQDWHG�WKURXJK�D�SURSHU�VXUYH\�GHVLJQ��WKHUH
ZLOO�VWLOO�EH�LQGLYLGXDOV�ZKR�GR�QRW�UHVSRQG��1RQUHVSRQVH�FDQ�EH�HLWKHU�D�YROXQWDU\�UHIXVDO
RU�VLPSO\�WKDW�WKH�LQGLYLGXDO�ZDV�XQDYDLODEOH��5HIXVDOV�FDQ�EH�VROYHG�E\�H[SUHVVLQJ�WKH
OHJLWLPDF\�RI�WKH�VXUYH\�RU�E\�RIIHULQJ�LQFHQWLYHV��%XW�IRU�XQDYDLODEOH�UHVSRQVHV�WKH
H[WUDSRODWLRQ�RI�UHVXOWV�PD\�PLVUHSUHVHQW�WKH�WDUJHW�SRSXODWLRQ��,I�QRQUHVSRQVH�LV�SXUHO\
UDQGRP��LW�FDQ�EH�RIIVHW�E\�LQFUHDVLQJ�WKH�VL]H�RI�WKH�VDPSOH�SRSXODWLRQ�DQG�WHVWLQJ�IRU�QRQ�
UHVSRQVH�ELDV

���,QWHUYLHZHU�ELDV��7KLV�IRUP�RI�ELDV�RFFXUV�ZKHQ�UHVSRQGHQWV�SHUFHLYH�WKDW�WKH�LQWHUYLHZHU
SUHIHUV�D�SDUWLFXODU�DQVZHU��7R�DYRLG�WKLV�VRXUFH�RI�ELDV��VXUYH\V�FDQ�EH�FRQGXFWHG�E\�PDLO�
+RZHYHU��GRLQJ�WKLV�FRXOG�GHFUHDVH�WKH�UHVSRQVH��$OWHUQDWLYHO\��FDUHIXO�WUDLQLQJ�RI�WKH
LQWHUYLHZHUV�DQG�GHVLJQ�RI�WKH�LQVWUXPHQWV�FDQ�UHGXFH�WKLV�ELDV

%HVLGHV�WKH�V\VWHPDWLF�ELDVHV�GHVFULEHG�DERYH��WKH�FRQWLQJHQW�YDOXDWLRQ�PHWKRGRORJ\�KDV�VRPH
SDUWLFXODU�VRXUFHV�RI�ELDV�UHODWHG�WR�TXDQWLI\LQJ�ZLOOLQJQHVV�WR�SD\��7KH\�FDQ�EH�FDWHJRUL]HG�LQWR
IRXU�W\SHV�RI�EHKDYLRUV�

���6WUDWHJLF�EHKDYLRU�LV�ZKHQ�UHVSRQGHQWV�GHOLEHUDWHO\�ELDV�WKHLU�UHVSRQVH�WR�VHUYH�WKHLU
SHUVRQDO�LQWHUHVW

���&RPSOLDQFH�ELDV�RFFXUV�ZKHQ�UHVSRQGHQWV�WU\�WR�SOHDVH�HLWKHU�WKH�LQWHUYLHZHU�RU�WKH
RUJDQL]DWLRQ�VSRQVRULQJ�WKH�VXUYH\

���)UHH�ULGLQJ�EHKDYLRU�LV�ZKHQ�UHVSRQGHQWV�XQGHUYDOXH�D�JRRG�RU�VHUYLFH�EHFDXVH�WKH\�DUH
FRQILGHQW�WKDW�VRPHERG\�HOVH�ZRXOG�SD\�IRU�LW�DQG�WKH\�FDQ�VWLOO�EHQHILW�IURP�XVLQJ�LW��)UHH�
ULGLQJ�LV�JHQHUDOO\�UHODWHG�WR�SXEOLF�JRRGV�DQG�VHUYLFHV�ZKHUH�WKH�XVH�E\�RQH�LQGLYLGXDO
GRHV�QRW�H[FOXGH�RWKHUV�IURP�DOVR�EHQHILWLQJ

���(PEHGGLQJ�ELDV�UHVXOWV�ZKHQ�UHVSRQVHV�DUH�LQIOXHQFHG�E\�WKH�DPRXQW�RI�LQIRUPDWLRQ
SURYLGHG��*LYHQ�WKH�K\SRWKHWLFDO�QDWXUH�RI�VXUYH\V��FRQWLQJHQW�YDOXDWLRQ�LVVXHV�RIWHQ
LQYROYH�FRPSOH[�VFHQDULRV�WKDW�UHTXLUH�FODULW\�DQG�REMHFWLYLW\��'HOLYHULQJ�D�FOHDU�PHVVDJH
RIWHQ�GHSHQGV�RQ�WKH�ORJLVWLFV��DV�GLVFXVVHG�EHORZ

6XUYH\�PHWKRGV
$QRWKHU�FRQVLGHUDWLRQ�LQ�UHVHDUFKLQJ�IRU�FRQWLQJHQW�YDOXDWLRQ�LV�WKH�W\SH�RI�LQVWUXPHQW�WR�EH�XVHG
LQ�VXUYH\LQJ��7KH�ILUVW��SHUVRQDO�VXUYH\V��UHTXLUHV�WKH�SUHVHQFH�RI�DQ�LQWHUYLHZHU�ZKR�FDQ�H[SODLQ
WKH�LVVXHV�DW�KDQG�DQG�PRWLYDWH�WKH�UHVSRQGHQW�WR�FRRSHUDWH�LQ�D�PRUH�REMHFWLYH�PDQQHU��7KLV
SHUVRQDO�WRXFK�LV�ORVW�ZKHQ�SHUIRUPLQJ�WKH�VHFRQG�W\SH�RI�UHVHDUFK��QDPHO\�WHOHSKRQH�VXUYH\V�
ZKLFK�FRXOG�OHDG�WR�WKH�UHVSRQGHQW¶V�PLVXQGHUVWDQGLQJ�DQG�ODFN�RI�LQWHUHVW�
7KH�WKLUG�LQVWUXPHQW��PDLO��RU�HPDLO��FDQ�LPSURYH�WKH�H[SODQDWLRQ�RI�LVVXHV�E\�XVLQJ�YLVXDO�DLGV�

DQG�DOVR�HOLPLQDWH�LQWHUYLHZHU¶V�ELDV��EXW�LW�LV�KDQGLFDSSHG�E\�OHDYLQJ�WKH�UHVSRQGHQW�³DORQH´�WR
XQGHUVWDQG�WKH�LVVXHV�EHLQJ�DQDO\]HG��,I�WKH�VXUYH\�LV�LQWHQGHG�WR�EH�VHTXHQWLDO��DQRWKHU�OLPLWDWLRQ
RI�ZULWWHQ�UHVHDUFK�LV�WKH�LQDELOLW\�WR�SDFH�WKH�VXUYH\��5HVSRQGHQWV�FRXOG�DOVR�EH�WHPSWHG�WR

���



DQVZHU�RU�EURZVH�WKURXJK�VHFWLRQV�LQ�D�GLVRUGHUO\�PDQQHU��DIIHFWLQJ�WKH�ILQDO�UHVXOWV��0DLO�VXUYH\V
DUH�DOVR�D�VRXUFH�RI�QRQUHVSRQVH�ELDV�
:KHQ�GHVLJQLQJ�D�UHVHDUFK�VXUYH\��WKHVH�ORJLVWLF�FRQVLGHUDWLRQV�VKRXOG�EH�EDODQFHG�WR

GHWHUPLQH�LI�WKH�SRWHQWLDO�FRVW�VDYLQJV�LQ�XVLQJ�WHOHSKRQH�RU�PDLO�HPDLO�VXUYH\V�RXWZHLJK�WKH
OLPLWDWLRQV�
7KH�LQIRUPDWLRQ�FROOHFWHG�IURP�TXHVWLRQV�VXFK�DV�WKRVH�DVNHG�LQ�WKH�VXUYH\�LQ�)LJXUH�����FDQ�DLG

WKH�HQHUJ\�FRPSDQLHV�LQ�WKHLU�VXVWDLQDELOLW\�GHFLVLRQV��7KH�HQHUJ\�FRPSDQLHV�ZDQWHG�WR�NQRZ�KRZ
VWDNHKROGHUV�PDNH�WUDGH�RIIV�RQ�HQHUJ\�DQG�GHYHORSPHQW��7KH�QRQSURILW�DGYRFDF\�RUJDQL]DWLRQV
DQG�JRYHUQPHQWDO�RUJDQL]DWLRQV�VXUYH\HG�UHSUHVHQW�LPSRUWDQW�FRUSRUDWH�VWDNHKROGHUV�DQG�WKH
PHDVXUHPHQWV�RI�VXVWDLQDELOLW\�SHUIRUPDQFH��DQG�WKH�VXEVHTXHQW�VWDNHKROGHU�UHDFWLRQV�SURYLGH
LPSRUWDQW�LQSXWV�WR�WKH�FRUSRUDWH�GHFLVLRQ�PDNLQJ�SURFHVV��&RUSRUDWH�GHFLVLRQ�PDNHUV�VKRXOG
LQWHJUDWH�WKHVH�VWDNHKROGHU�UHDFWLRQV�DQG�WKH�HVWLPDWHG�LPSDFWV�RQ�FRUSRUDWH�SURILWDELOLW\�LQWR�WKHLU
VXVWDLQDELOLW\�GHFLVLRQV��7KH�LQIRUPDWLRQ�FDQ�DOVR�EH�HIIHFWLYHO\�XVHG�E\�RWKHU�VWDNHKROGHUV�WR
EHWWHU�XQGHUVWDQG�WKH�SHUFHSWLRQ�RI�WKHVH�LPSDFWV�E\�YDULRXV�VWDNHKROGHU�JURXSV���

���



),*85(�����0HDVXULQJ�WKH�LPSDFW�RI�QDWXUDO�JDV�GULOOLQJ��DEEUHYLDWHG�VXUYH\�TXHVWLRQV

���



6RXUFH��(SVWHLQ�DQG�:LGHQHU��������0HDVXULQJ�0XOWLSOH�6WDNHKROGHU�&RVWV�DQG�%HQHILWV

7R�GHVLJQ�D�VXUYH\��DQ�RUJDQL]DWLRQ�VKRXOG�EHJLQ�E\�SHUIRUPLQJ�LQWHUYLHZV�ZLWK�LPSRUWDQW
VWDNHKROGHUV�WR�JDLQ�NQRZOHGJH�RI�WKH�GHFLVLRQ�EHLQJ�VWXGLHG��7KH�VXUYH\�VKRXOG�WKHQ�EH�SUH�WHVWHG
WR�JDXJH�WKH�FODULW\�DQG�XQGHUVWDQGDELOLW\�RI�WKH�VXUYH\�TXHVWLRQV��$W�WKLV�SRLQW��D�VXUYH\�PHWKRG
VXFK�DV�PDLO�RU�SHUVRQ�WR�SHUVRQ�LQWHUYLHZV��DV�GLVFXVVHG�HDUOLHU��VKRXOG�EH�GHWHUPLQHG�DQG
VXUYH\V�FRQGXFWHG�

6XPPDU\
$IWHU�H[DPLQLQJ�WKH�DFDGHPLF�OLWHUDWXUH�DQG�WKH�FRQFHSWXDO�IRXQGDWLRQV�IRU�PHDVXULQJ
VXVWDLQDELOLW\�LPSDFWV�LQ�WKH�SUHYLRXV�FKDSWHU��LQ�WKLV�FKDSWHU�ZH�GHPRQVWUDWHG�KRZ�WR�PHDVXUH�DQG
H[HFXWH�D�PHDVXUHPHQW�V\VWHP�IRU�PDQDJHPHQW�GHFLVLRQ�PDNLQJ�DQG�PDQDJHULDO�DFWLRQV��$V
FRPSDQLHV�DVVHVV�WKH�FKRLFH�RI�DSSURSULDWH�PHDVXUHV�WR�HYDOXDWH�VXVWDLQDELOLW\�LQYHVWPHQWV�
QXPHURXV�SRWHQWLDO�LVVXHV�DULVH��6LQFH�WKH�FKRLFHV�DUH�GLIIHUHQW�IRU�HDFK�FRPSDQ\��VXEVWDQWLDO
FXVWRPL]DWLRQ�LV�QHFHVVDU\��+HUH�DUH�VL[�LQLWLDO�TXHVWLRQV�IRU�VHQLRU�PDQDJHUV�WKDW�FDQ�OHDG�WR�WKH
GHYHORSPHQW�RI�DSSURSULDWH�PHDVXUHV�IRU�LPSURYHG�HYDOXDWLRQ�RI�WKH�VRFLDO��HQYLURQPHQWDO��DQG
HFRQRPLF�LPSDFWV�RI�FXUUHQW�RSHUDWLRQV��D�QHZ�LQLWLDWLYH�WR�LPSURYH�FRUSRUDWH�VXVWDLQDELOLW\��RU�D
QHZ�FRUSRUDWH�LQLWLDWLYH�RU�LQYHVWPHQW�

��:KDW�PHDVXUHPHQW�V\VWHPV�DUH�FXUUHQWO\�LQ�SODFH�DQG�EHLQJ�XWLOL]HG�ZLWKLQ�WKH�RUJDQL]DWLRQ"

��:KDW�DUH�WKH�LPSRUWDQW�FULWHULD�WR�WKH�FRPSDQ\�DQG�LWV�FRQVWLWXHQFLHV�DQG�VWDNHKROGHUV"

��:KDW�GRHV�WKH�FRPSDQ\�ZLVK�WR�DFFRPSOLVK�ZLWK�WKLV�VXVWDLQDELOLW\�LQLWLDWLYH�RU�FRUSRUDWH
LQYHVWPHQW"

��:KDW�LV�WKH�DQWLFLSDWHG�WLPH�IUDPH�DVVRFLDWHG�ZLWK�WKLV�LQLWLDWLYH�RU�LQYHVWPHQW"

��:KR�DUH�WKH�SDUWLHV�LQYROYHG�LQ�LPSOHPHQWLQJ�WKLV�LQLWLDWLYH�RU�LQYHVWPHQW��DQG�ZKR�ZLOO�EH
DIIHFWHG�E\�WKH�UHVXOWV"

��:KDW�FULWLFDO�SURFHVVHV�DUH�DVVRFLDWHG�ZLWK�WKH�VXFFHVVIXO�H[HFXWLRQ�RI�WKH�SURMHFW"

7R�DQVZHU�WKHVH�TXHVWLRQV��FRPSDQLHV�PXVW�QRW�RQO\�FXVWRPL]H�WKHLU�VXVWDLQDELOLW\�PHDVXUHPHQW
DSSURDFK�EXW�DOVR�XVH�PXOWLSOH�PHDVXUHV�WR�IXOO\�DQDO\]H�WKHLU�VLWXDWLRQV��'LIIHUHQW�PHDVXUHPHQW
FULWHULD�DUH�LPSRUWDQW�IRU�FRPSDQLHV�WKDW�KDYH�GLIIHUHQW�VWUDWHJLHV�RU�PD\�EH�LQ�D�GLIIHUHQW�VWDJH�RI
WKHLU�OLIH�F\FOH�RU�WKH�GHYHORSPHQW�DQG�LPSOHPHQWDWLRQ�RI�WKHLU�VXVWDLQDELOLW\�VWUDWHJ\��7KH�PXOWLSOH
PHDVXUHV�ZLOO�W\SLFDOO\�LQFOXGH�ERWK�ILQDQFLDO�DQG�QRQILQDQFLDO�PHDVXUHV�WKDW�DUH�OHDGLQJ�DQG
ODJJLQJ�LQGLFDWRUV�RI�SHUIRUPDQFH��7KH�PHDVXUHV�VKRXOG�EH�OLQNHG�WR�VWUDWHJ\��DQG�LQFOXGH�D
FRPELQDWLRQ�RI�LQSXW��SURFHVV��RXWSXW��DQG�RXWFRPH�PHDVXUHV��7KH\�PD\�EH�XVHG�LQ�D�EDODQFHG
VFRUHFDUG�RU�RWKHU�DSSURDFK�DQG�FDQ�EH�GHYHORSHG�VSHFLILFDOO\�IRU�VXVWDLQDELOLW\�RU�DV�D�SDUW�RI�DQ
RYHUDOO�FRUSRUDWH�SHUIRUPDQFH�V\VWHP�
7KRXJK�FKDOOHQJLQJ��PHDVXUHPHQW�RI�VXVWDLQDELOLW\�LPSDFWV�FDQ�EH�GRQH�DQG�LV�QHHGHG�LQ

FRUSRUDWH�GHFLVLRQ�PDNLQJ��&XUUHQWO\��PRVW�FRPSDQLHV�GR�QRW�LQFOXGH�H[WHQVLYH�PHDVXUHV�RI
VRFLDO��HQYLURQPHQWDO��DQG�HFRQRPLF�LPSDFWV�LQ�WKHLU�GHFLVLRQ�PDNLQJ�SURFHVVHV�DQG�LJQRUH�ZKDW
DUH�SRWHQWLDOO\�VLJQLILFDQW�HIIHFWV��7KH\�DFNQRZOHGJH�WKH�LPSRUWDQFH�EXW�GHFOLQH�WR�LQFOXGH�WKHP�LQ
52,�FDOFXODWLRQV�FODLPLQJ�WKDW�WKH�PHDVXUHPHQW�LV�WRR�GLIILFXOW�
$OWKRXJK�PHDVXUHPHQW�PD\�EH�LPSUHFLVH��LW�LV�VWLOO�UHOHYDQW��6RFLDO��HQYLURQPHQWDO��DQG

���



HFRQRPLF�LPSDFWV�PXVW�EH�LQFOXGHG�LQ�52,�FDOFXODWLRQV�DQG�PDQDJHULDO�GHFLVLRQ�PDNLQJ�DW�DOO
OHYHOV��3URSHU�PHDVXUHPHQW�V\VWHPV�HYDOXDWH�WKH�LPSDFWV�RI�VXVWDLQDELOLW\�LQLWLDWLYHV�RQ�ILQDQFLDO
SHUIRUPDQFH�DQG�WKH�WUDGH�RIIV�WKDW�XOWLPDWHO\�PXVW�EH�PDGH�ZKHQ�WKHUH�DUH�PDQ\�FRPSHWLQJ
RUJDQL]DWLRQDO�FRQVWUDLQWV�DQG�QXPHURXV�EDUULHUV�WR�LPSOHPHQWDWLRQ�
,Q�WKH�IROORZLQJ�FKDSWHU�ZH�ORRN�DW�KRZ�PDQDJHUV�FDQ�XVH�WKH�LQIRUPDWLRQ�JDWKHUHG�IURP

PHDVXUHPHQW�V\VWHPV�WR�LPSURYH�WKHLU�RUJDQL]DWLRQV¶�SURGXFWV�DQG�SURFHVVHV�IRU�LPSURYHG
VXVWDLQDELOLW\�SHUIRUPDQFH�
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