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)RUHZRUG

7KLV %ULWLVK 6WDQGDUG KDV EHHQ SUHSDUHG E\ 7HFKQLFDO &RPPLWWHH &3,����
+XPLGLW\ DQG WHPSHUDWXUH FRQGLWLRQLQJ UHTXLUHPHQWV� ,W VXSHUVHGHV 
%6 ��������� �ZKLFK ZDV FRQFHUQHG VROHO\ ZLWK WKH KXPLGLW\ RI WKH DLU�� DQG
H[WHQGV WKH FRQVLGHUDWLRQ RI KXPLGLW\ WR WKDW RI DQ\ JDV� %6 ��������� LV QRZ
ZLWKGUDZQ�

,W LV EDVHG SDUWO\ XSRQ $ *XLGH WR WKH 0HDVXUHPHQW RI +XPLGLW\ >�@ SXEOLVKHG E\
WKH ,QVWLWXWH RI 0HDVXUHPHQW DQG &RQWURO XQGHU &URZQ &RS\ULJKW�

7KLV LV SDUW � RI D VHULHV RI SDUWV RI %6 ���� RQ KXPLGLW\ DV IROORZV�

¦ 3DUW �� 7HUPV� GHILQLWLRQV DQG IRUPXODH�

¦ 3DUW �� +XPLGLW\ FDOFXODWLRQ DQG WDEOHV�

¦ 3DUW �� *XLGH WR WKH PHDVXUHPHQW RI KXPLGLW\�

7KLV SXEOLFDWLRQ GRHV QRW SXUSRUW WR LQFOXGH DOO WKH QHFHVVDU\ SURYLVLRQV RI D
FRQWUDFW� 8VHUV DUH UHVSRQVLEOH IRU LWV FRUUHFW DSSOLFDWLRQ�

&RPSOLDQFH ZLWK D %ULWLVK 6WDQGDUG GRHV QRW RI LWVHOI FRQIHU LPPXQLW\
IURP OHJDO REOLJDWLRQV�

6XPPDU\ RI SDJHV

7KLV GRFXPHQW FRPSULVHV D IURQW FRYHU� DQ LQVLGH IURQW FRYHU� SDJHV L DQG LL�  
SDJHV � WR �� DQG D EDFN FRYHU�

7KH %6, &RS\ULJKW QRWLFH GLVSOD\HG LQ WKLV GRFXPHQW LQGLFDWHV ZKHQ WKH
GRFXPHQW ZDV ODVW LVVXHG�
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� 6FRSH

7KLV SDUW RI %6 ���� JLYHV WHUPV� GHILQLWLRQV� V\PEROV� XQLWV� IRUPXODH DQG FRQVWDQWV DVVRFLDWHG ZLWK
KXPLGLW\ DQG LWV PHDVXUHPHQW�

� 7HUPV DQG GHILQLWLRQV
127( 6RPH DOWHUQDWLYH DQG REVROHVFHQW WHUPV DQG GHILQLWLRQV XVHG LQ FRQVLGHULQJ KXPLGLW\ DQG LWV PHDVXUHPHQW DUH GLVFXVVHG LQ
SDUW � RI WKLV %ULWLVK 6WDQGDUG�

��� 'HILQLWLRQV RI JHQHUDO WHUPV

����� 

DEVRUSWLRQ
UHWHQWLRQ RI D VXEVWDQFH� H�J� ZDWHU RU ZDWHU YDSRXU� E\ SHQHWUDWLRQ LQWR WKH EXON RI D PDWHULDO

����� 

DGVRUSWLRQ
UHWHQWLRQ RI D VXEVWDQFH� H�J� ZDWHU RU ZDWHU YDSRXU� DV D OD\HU RQ WKH VXUIDFH RI D PDWHULDO RU ZLWKLQ D
PDWHULDO

����� 

DEVROXWH KXPLGLW\
GHSUHFDWHG WHUP XVHG ORRVHO\ WR GHVFULEH HLWKHU PL[LQJ UDWLR ��������� VSHFLILF KXPLGLW\ �������� RU 
YROXPHWULF KXPLGLW\ ��������

����� 

DGLDEDWLF VDWXUDWLRQ WHPSHUDWXUH
ILQDO WHPSHUDWXUH UHDFKHG E\ D VPDOO TXDQWLW\ RI YDSRXU�JDV PL[WXUH LQWR ZKLFK ZDWHU LV HYDSRUDWLQJ

����� 

FRQGHQVDWH
FRQGHQVHG VXEVWDQFH� H�J� OLTXLG ZDWHU RU LFH
127( 7HFKQLFDOO\� LI YDSRXU FRQGHQVHV GLUHFWO\ WR D VROLG ZLWKRXW SDVVLQJ WKURXJK D OLTXLG SKDVH� LW LV WHUPHG D VXEOLPDWH� ,Q WKLV
6WDQGDUG� FRQGHQVDWH LV XVHG DV D JHQHUDO WHUP IRU DQ\ OLTXLG RU VROLG SURGXFHG E\ FRQGHQVDWLRQ RI YDSRXU�

����� 

FRQGHQVDWLRQ WHPSHUDWXUH
WHPSHUDWXUH DW ZKLFK FRQGHQVDWH IRUPV DV OLTXLG RU VROLG RQ FRROLQJ D KXPLG JDV

����� 

GHVLFFDQW
VXEVWDQFH ZKLFK H[HUWV D GU\LQJ DFWLRQ E\ DGVRUSWLRQ RU DEVRUSWLRQ RI� RU FKHPLFDO UHDFWLRQ
ZLWK� ZDWHU YDSRXU

����� 

GHVRUSWLRQ
UHOHDVH RI D VXEVWDQFH ZKLFK KDV EHHQ UHWDLQHG E\ DEVRUSWLRQ RU DGVRUSWLRQ

����� 

GHZ SRLQW
WHPSHUDWXUH DW ZKLFK WKH YDSRXU SUHVVXUH RI WKH YDSRXU LQ D KXPLG JDV LV HTXDO WR WKH VDWXUDWLRQ
YDSRXU SUHVVXUH RYHU SXUH OLTXLG DQG DW ZKLFK FRQGHQVDWH IRUPV DV OLTXLG RQ FRROLQJ WKH JDV

127( %HORZ IUHH]LQJ SRLQW GHZ SRLQW LV XVXDOO\ XVHG WR PHDQ IURVW SRLQW� :KHQ UHIHUULQJ WR WKH VXSHUFRROHG OLTXLG GHZ      
SRLQW �������� LW LV QRUPDO WR VWDWH WKLV H[SOLFLWO\�
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GU\�EXOE WHPSHUDWXUH
PHDVXUHG DLU WHPSHUDWXUH� XVXDOO\ SDLUHG ZLWK D ZHW�EXOE WHPSHUDWXUH WR GHULYH D YDOXH 
IRU UHODWLYH KXPLGLW\

������

GU\ JDV
QRQ�FRQGHQVDEOH JDV RU JDV PL[WXUH FRQWDLQLQJ QR YDSRXU� H�J� GU\ DLU DW ]HUR KXPLGLW\

������ 

HQKDQFHPHQW IDFWRU
ZDWHU YDSRXU HQKDQFHPHQW IDFWRU

IDFWRU E\ ZKLFK D YDOXH RI SXUH VDWXUDWLRQ YDSRXU SUHVVXUH LV PXOWLSOLHG WR REWDLQ WKH DFWXDO
VDWXUDWLRQ YDSRXU SUHVVXUH ZKLFK WDNHV LQWR DFFRXQW WKH HIIHFW RI WKH SUHVHQFH DQG RYHUDOO SUHVVXUH RI 
DLU RU RWKHU JDVHV�
127( 7KH HQKDQFHPHQW IDFWRU DOVR DSSOLHV WR XQVDWXUDWHG KXPLG JDV� ZKHUH LW PRGLILHV WKH SXUH YDSRXU SUHVVXUH WR WKH
DFWXDO YDSRXU SUHVVXUH�

������ 

HQWKDOS\ �RI KXPLG JDV�
PHDVXUH RI WKH WRWDO HQHUJ\ LQ D KXPLG JDV� EHLQJ WKH QRPLQDO VXP RI WKH HQWKDOSLHV RI WKH GU\ JDV
�VHQVLEOH KHDW� DQG RI WKH YDSRXU �VHQVLEOH KHDW DQG ODWHQW KHDW�

������ 

HTXLOLEULXP UHODWLYH KXPLGLW\ �RI D VXEVWDQFH�
YDOXH RI WKH UHODWLYH KXPLGLW\ RI D KXPLG JDV DW ZKLFK WKHUH LV QR QHW H[FKDQJH RI PRLVWXUH ZLWK D 
JLYHQ VXEVWDQFH
127( (TXLOLEULXP UHODWLYH KXPLGLW\ LV D SURSHUW\ RI WKH VXEVWDQFH DQG LV XVHG IRU LQGLUHFWO\ LQGLFDWLQJ RU FRQWUROOLQJ WKH FRQGLWLRQ
RI PRLVWXUH�VHQVLWLYH VXEVWDQFHV VXFK DV SDSHU� ,W LV QRUPDOO\ PHDVXUHG LQ DQ HQFORVHG VSDFH�

������ 

IURVW SRLQW
WHPSHUDWXUH DW ZKLFK WKH YDSRXU SUHVVXUH RI WKH YDSRXU LQ D KXPLG JDV LV HTXDO WR WKH VDWXUDWLRQ
YDSRXU SUHVVXUH RYHU LFH �IUR]HQ VROLG� DQG DW ZKLFK FRQGHQVDWH IRUPV DV IURVW RQ FRROLQJ WKH JDV

������ 

JDV
IOXLG LQ ZKLFK PROHFXOHV PRYH IUHHO\ DQG FDQ H[SDQG LQGHILQLWHO\ WR RFFXS\ WKH WRWDO YROXPH LQ ZKLFK LW LV
FRQWDLQHG
127( 7KH WHUP JDV LV XVHG HVSHFLDOO\ IRU VXEVWDQFHV ZKLFK GR QRW EHFRPH OLTXLG RU VROLG DW QRUPDO DPELHQW FRQGLWLRQV� H�J� DLU�
,I WKLV LV QRW WKH FDVH� WKH WHUP YDSRXU LV JHQHUDOO\ XVHG�

������ 

JDV GHQVLW\
PDVV RI KXPLG JDV SUHVHQW LQ D XQLW YROXPH RI KXPLG JDV

������ 

KXPLGLW\
SUHVHQFH RI YDSRXU� H�J� ZDWHU YDSRXU� LQ DLU RU RWKHU JDV

127( +XPLGLW\ LV RIWHQ XVHG WR PHDQ RQO\ UHODWLYH KXPLGLW\ DOWKRXJK� VWULFWO\ VSHDNLQJ� KXPLGLW\ UHIHUV WR DOO NLQGV RI
DEVROXWH LQGLFDWLRQV RI KXPLGLW\� IRU YHU\ ORZ KXPLGLWLHV� RWKHU PRUH VSHFLILF WHUPV WHQG WR EH XVHG�
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KXPLGLW\ UDWLR
GHSUHFDWHG WHUP IRU PL[LQJ UDWLR ��������

������ 

KXPLG JDV
PL[WXUH FRQWDLQLQJ RQH RU PRUH QRQ�FRQGHQVDEOH JDVHV DQG RQH RU PRUH YDSRXUV� H�J� D PL[WXUH RI DLU DQG
ZDWHU YDSRXU

������

KXPLG KHDW
KHDW UHTXLUHG WR UDLVH WKH WHPSHUDWXUH RI D XQLW PDVV RI GU\ JDV DQG DFFRPSDQ\LQJ YDSRXU E\ � . DW
FRQVWDQW SUHVVXUH� WKH VSHFLILF KHDW FDSDFLW\ RI D JDV�YDSRXU PL[WXUH

������

KXPLG YROXPH
YROXPH RFFXSLHG E\ KXPLG JDV FRQWDLQLQJ XQLW PDVV RI GU\ JDV

������

K\JURPHWU\

KXPLGLW\ PHDVXUHPHQW

������

K\JURVFRSLF

WHQGLQJ WR DEVRUE ZDWHU YDSRXU

������

LFH�EXOE WHPSHUDWXUH
VWHDG\ VWDWH WHPSHUDWXUH UHDFKHG E\ D VPDOO TXDQWLW\ RI LFH HYDSRUDWLQJ LQWR D ODUJH TXDQWLW\ RI
XQVDWXUDWHG ZDWHU YDSRXU�JDV PL[WXUH

������

LGHDO JDV
JDV WR ZKLFK WKH ODZV RI %R\OH� *D\�/XVVDF DQG $YRJDGUR DUH DSSOLFDEOH

������ 

ODWHQW KHDW
KHDW HQHUJ\ DVVRFLDWHG ZLWK D FKDQJH RI SKDVH DW FRQVWDQW WHPSHUDWXUH

������ 

PDVV IUDFWLRQ
UDWLR RI WKH PDVV RI D FRPSRQHQW LQ D PL[WXUH WR WKH WRWDO PDVV RI VXEVWDQFH SUHVHQW
127( )RU YDSRXU LQ JDVHV WKLV LV WKH VSHFLILF KXPLGLW\ DQG IRU ORZ KXPLGLWLHV EHFRPHV DSSUR[LPDWHO\ HTXDO WR WKH PL[LQJ UDWLR�

������ 

PL[LQJ UDWLR
PDVV UDWLR

KXPLGLW\ UDWLR �GHSUHFDWHG�

PDVV RI YDSRXU SHU XQLW PDVV RI GU\ JDV ZLWK ZKLFK LW LV DVVRFLDWHG� LW LV D GLPHQVLRQOHVV UDWLR DOWKRXJK
RIWHQ H[SUHVVHG LQ XQLWV RI PDVV SHU PDVV
127( 7KH VR�FDOOHG §PL[LQJ UDWLR E\ YROXPH¨ LV D GHSUHFDWHG WHUP IRU PROH UDWLR RU YROXPH UDWLR�
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PRLVWXUH
ZDWHU LQ DQ\ IRUP
127( 0RLVWXUH LV DOVR XVHG VSHFLILFDOO\ IRU ZDWHU WKDW LV DEVRUEHG RU DGVRUEHG RU ERXQG LQWR DQ\ PDWHULDO�

������ 

PROH IUDFWLRQ
YROXPH IUDFWLRQ

UDWLR RI WKH QXPEHU RI PROHV RI D FRPSRQHQW LQ D KXPLG JDV WR WKH WRWDO QXPEHU RI PROHV RI KXPLG JDV
SUHVHQW

������ 

PROH UDWLR
PRODO UDWLR

YROXPH UDWLR

PL[LQJ UDWLR E\ YROXPH �GHSUHFDWHG�

UDWLR RI WKH QXPEHU RI PROHV RI D FRPSRQHQW LQ D KXPLG JDV WR WKH DPRXQW RI GU\ JDV SUHVHQW

������ 

SDUWLDO SUHVVXUH �RI YDSRXU�
WKDW SDUW RI WKH RYHUDOO SUHVVXUH H[HUWHG E\ WKH YDSRXU FRPSRQHQW LQ D KXPLG JDV

������ 

SHUFHQWDJH VDWXUDWLRQ
UDWLR RI WKH DFWXDO PL[LQJ UDWLR WR WKH VDWXUDWLRQ PL[LQJ UDWLR DW WKH VDPH WHPSHUDWXUH DQG SUHVVXUH�
H[SUHVVHG DV D SHUFHQWDJH ���
127( 8QGHU RUGLQDU\ FOLPDWLF FRQGLWLRQV� SHUFHQWDJH VDWXUDWLRQ LV DOPRVW LGHQWLFDO WR UHODWLYH KXPLGLW\�

������ 

SSPY

3309

PROH UDWLR� H[SUHVVHG DV SDUWV SHU PLOOLRQ ������
127( 7KLV PD\ DOVR EH WHUPHG SSPY �GU\ EDVLV�� $W ORZ KXPLGLWLHV LW LV DOPRVW LGHQWLFDO WR SSPY �ZHW EDVLV�� ZKLFK LV WKH PROH
IUDFWLRQ H[SUHVVHG DV SDUWV SHU PLOOLRQ� 0ROH UDWLR PD\ DOVR EH H[SUHVVHG LQ SDUWV SHU ELOOLRQ ������� SSEY�

������ 

SSPZ

330:

PL[LQJ UDWLR� H[SUHVVHG DV SDUWV SHU PLOOLRQ ������
127( 7KLV PD\ DOVR EH WHUPHG SSPZ �GU\ EDVLV�� $W ORZ KXPLGLWLHV LW LV DOPRVW LGHQWLFDO WR SSPZ �ZHW EDVLV�� ZKLFK LV WKH VSHFLILF
KXPLGLW\ �PDVV IUDFWLRQ� H[SUHVVHG DV SDUWV SHU PLOOLRQ� 0L[LQJ UDWLR PD\ DOVR EH H[SUHVVHG LQ SDUWV SHU ELOOLRQ ������� SSEZ�

������ 

UHODWLYH KXPLGLW\
UDWLR RI WKH DFWXDO YDSRXU SUHVVXUH WR WKH VDWXUDWLRQ YDSRXU SUHVVXUH RYHU D SODQH OLTXLG ZDWHU 
VXUIDFH DW WKH VDPH WHPSHUDWXUH� H[SUHVVHG DV D SHUFHQWDJH
127( � 5HODWLYH KXPLGLW\ LV FRPPRQO\ DEEUHYLDWHG WR UK� DOWKRXJK WKLV LV QRW D UHFRJQL]HG DEEUHYLDWLRQ�

127( � 9DOXHV RI UHODWLYH KXPLGLW\ DUH XVXDOO\ H[SUHVVHG LQ XQLWV RI SHUFHQWDJH UHODWLYH KXPLGLW\� � UK� §� UK¨ LV QRW DQ DJUHHG
6, XQLW� +RZHYHU� WKH XVH RI WKH V\PERO §�¨ DORQH WR GHQRWH XQLWV RI UHODWLYH KXPLGLW\ LV JHQHUDOO\ QRW DGYLVDEOH� VLQFH WKHUH LV D ULVN
RI FRQIXVLRQ EHWZHHQ YDOXH RI UHODWLYH KXPLGLW\ DQG IUDFWLRQ RI YDOXH�
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VDWXUDWLRQ PL[LQJ UDWLR
PL[LQJ UDWLR RI KXPLG JDV LQ HTXLOLEULXP ZLWK D SODQH VXUIDFH RI ZDWHU RU LFH DW WKH VDPH WHPSHUDWXUH 
FRQWDLQLQJ WKH HTXLOLEULXP TXDQWLW\ RI GLVVROYHG JDV
127( 7KLV LV WKH KLJKHVW PL[LQJ UDWLR ZKLFK QRQ�VXSHUVDWXUDWHG KXPLG JDV FDQ DWWDLQ DW WKH JLYHQ WHPSHUDWXUH� DQG 
FRUUHVSRQGV WR D UHODWLYH KXPLGLW\ RI ��� ��

������ 

VDWXUDWLRQ YDSRXU SUHVVXUH
PD[LPXP SUHVVXUH RI YDSRXU WKDW FDQ H[LVW DW D JLYHQ WHPSHUDWXUH
127( 3XUH VDWXUDWLRQ YDSRXU SUHVVXUH LV WKH SUHVVXUH H[HUWHG E\ YDSRXU ZLWK QR RWKHU JDVHV SUHVHQW� L�H� LQ D SDUWLDO YDFXXP�
$FWXDO VDWXUDWLRQ YDSRXU SUHVVXUH RI D YDSRXU LQ D KXPLG JDV LV VOLJKWO\ GLIIHUHQW� WKH GLIIHUHQFH LV TXDQWLILHG E\ WKH HQKDQFHPHQW 
IDFWRU�

������ 

VHQVLEOH KHDW
FRPSRQHQW RI WKH HQWKDOS\ RI D VXEVWDQFH WKDW YDULHV DFFRUGLQJ WR WHPSHUDWXUH

������ 

VSHFLILF KXPLGLW\
PDVV RI YDSRXU SHU XQLW PDVV RI KXPLG JDV

������ 

VXSHUFRROHG OLTXLG GHZ SRLQW
VXSHUFRROHG ZDWHU GHZ SRLQW

GHZ SRLQW ZLWK UHVSHFW WR OLTXLG �H�J� ZDWHU� EHORZ WKH QRUPDO IUHH]LQJ SRLQW

������

WKHUPRG\QDPLF ZHW�EXOE WHPSHUDWXUH
GHSUHFDWHG WHUP IRU DGLDEDWLF VDWXUDWLRQ WHPSHUDWXUH �������
127( )RU WKH DLU¥ZDWHU V\VWHP DW DWPRVSKHULF SUHVVXUH EHWZHHQ � �& DQG ��� �&� ZLWK ZDWHU YDSRXU FRQWHQWV RI OHVV
WKDQ ��� NJ�NJ¥�� WKH WKHUPRG\QDPLF ZHW�EXOE WHPSHUDWXUH LV ZLWKLQ � �& RI WKH ZHW�EXOE WHPSHUDWXUH� )RU YDSRXUV RWKHU WKDQ
ZDWHU YDSRXU� WKH WKHUPRG\QDPLF ZHW�EXOE WHPSHUDWXUH PD\ EH PDUNHGO\ GLIIHUHQW WR WKH ZHW�EXOE WHPSHUDWXUH�

������ 

YDSRXU
VXEVWDQFH LQ WKH JDVHRXV VWDWH ZKLFK PD\ EH OLTXHILHG E\ LQFUHDVLQJ WKH SUHVVXUH ZLWKRXW DOWHULQJ WKH 
WHPSHUDWXUH
127( 7KLV LV D JDV EHORZ LWV FULWLFDO WHPSHUDWXUH�

������ 

YDSRXU GHQVLW\
GHSUHFDWHG WHUP XVHG HLWKHU IRU JDV GHQVLW\ �������� RU YROXPHWULF KXPLGLW\ ��������

������ 

YDSRXU SUHVVXUH �RI ZDWHU�
SDUWLDO SUHVVXUH

WKDW SDUW RI WKH WRWDO SUHVVXUH FRQWULEXWHG E\ WKH YDSRXU
127( 3XUH YDSRXU SUHVVXUH LV WKH SUHVVXUH H[HUWHG E\ YDSRXU ZLWK QR RWKHU JDVHV SUHVHQW� L�H� LQ D SDUWLDO YDFXXP� $FWXDO YDSRXU
SUHVVXUH RI D YDSRXU LQ D KXPLG JDV LV VOLJKWO\ JUHDWHU� WKH GLIIHUHQFH LV TXDQWLILHG E\ WKH HQKDQFHPHQW IDFWRU�
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