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5WOOCT[���4$%�JCU�DGEQOG�CP�KORQTVCPV�FTKXGT�HQT�KPUWTCPEG�EQORCPKGU���+P�VJKU
UGUUKQP��VJG�RCPGN�FKUEWUUGU�4$%�KUUWGU��KPENWFKPI�
� OGVJQFU�KPUWTCPEG�EQORCPKGU�ECP�WUG�VQ�KORTQXG�4$%�TCVKQU��KPENWFKPI�

å CUUGV�CNNQECVKQP�UVTCVGIKGU
å TKUM�UJCTKPI�VJTQWIJ�TGKPUWTCPEG
å RTQFWEV�UVTCVGIKGU

� CFLWUVKPI�CUUGV�EQORQUKVKQP�VQ�TGEQIPK\G�4$%�EQPUKFGTCVKQPU��CPF
� HWVWTG�4$%�FGXGNQROGPVU�

/T��2GTT[�.��9KUGDNCVV���+VçU�KORQTVCPV�HQT�EQORCPKGU�VQ�JCXG�FKUEWUUKQPU�YKVJ�VJG
TCVKPI�CIGPEKGU�VJG[çXG�KFGPVKHKGF�CU�KORQTVCPV�VQ�VJGO�CPF�WPFGTUVCPF�JQY�VJG
TCVKPI�CIGPEKGU�XKGY�4$%���#�EQORCP[�CNUQ�JCU�VQ�WPFGTUVCPF�JQY�KVU�UJCTGJQNFGTU
XKGY�VJG�EQORCP[çU�ECRKVCN�UVCPFCTFU���2QNKE[JQNFGTU�YQWNF�NKMG�EQORCPKGU�VQ�JCXG
CU�UVTQPI�C�ECRKVCN�RQUKVKQP�CU�RQUUKDNG��DWV�VJG[�IGPGTCNN[�FQPçV�JCXG�VJG�GZRGTVKUG
VQ�GXCNWCVG�VJCV��UQ�VJG[�NQQM�VQ�VJG�TCVKPI�CIGPEKGU�HQT�IWKFCPEG���%QORCP[
OCPCIGOGPV�PGGFU�VQ�OCPCIG�VJG�EQORCP[çU�ECRKVCN�KP�CEEQTFCPEG�YKVJ
OCPCIGOGPVçU�DWUKPGUU�QDLGEVKXGU��VCMKPI�KPVQ�CEEQWPV�VJG�PCVWTCN�VGPUKQP�DGVYGGP�
QP�VJG�QPG�JCPF��OCKPVCKPKPI�GPQWIJ�ECRKVCN�KP�QTFGT�VQ�CEJKGXG�KVU�FGUKTGF�TCVKPIU�
CPF�CNUQ�WUKPI�ECRKVCN�KP�QTFGT�VQ�ITQY�KVU�DWUKPGUU��CEJKGXG�GEQPQOKGU�QH�UECNG��CPF
VQ�OCZKOK\G�TGVWTP�VQ�UJCTGJQNFGTU���6JG�EQORCP[�PGGFU�VQ�WPFGTUVCPF�YJKEJ
CWFKGPEGU�CTG�KORQTVCPV�VQ�KV�CPF�OCPCIG�KVU�ECRKVCN�RQUKVKQP�CEEQTFKPIN[�CPF�KP
EQPLWPEVKQP�YKVJ�KVU�CUUGVU�NKCDKNKVKGU�
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#V�VJKU�RQKPV�+çF�NKMG�VQ�CUM�$TCF�5OKVJ��C�EQPUWNVKPI�CEVWCT[�YKVJ�/KNNKOCP��
4QDGTVUQPçU�&CNNCU�QHHKEG��VQ�URGCM�QP�OCPCIKPI�4$%�VJTQWIJ�RTQFWEV�OCPCIGOGPV�

/T��$TCFNG[�/��5OKVJ���.CUV�PKIJVçU�9QTNF�5GTKGU��ICOG�UGXGP��YCU�C�ENQUG�ICOG
YKVJ�DQVJ�VGCOU�VT[KPI�XGT[�JCTF�VQ�YKP��CPF�DQVJ�OCPCIGTU�CVVGORVKPI�VQ�KFGPVKH[
CPF�GZRNQKV�C�EQORGVKVKXG�CFXCPVCIG���.CUV�YGGM�YG�RKEMGF�WR�VJG�RCRGT�CPF�TGCF�
CDQWV�VJG�NCVGUV�UQHVYCTG�YCTUå/KETQUQHV�RCEMCIKPI�9KPFQYU����YKVJ�+PVGTPGV
'ZRNQTGT���+VçU�QDXKQWUN[�C�ETKVKECN�EQORGVKVKXG�CFXCPVCIG�KH�/KETQUQHV�ECP�RCEMCIG
VJGO�VQIGVJGT���6JG�IQXGTPOGPVçU�UC[KPI��YCKV�C�OKPWVG��YG�FQPçV�VJKPM�[QW�ECP��
1DXKQWUN[��/KETQUQHVçU�EQORGVKVQTU�FQPçV�YCPV�/KETQUQHV�VQ�DG�CDNG�VQ�FQ�VJCV�
DGECWUG�KV�IKXGU�/KETQUQHV�C�VTGOGPFQWU�EQORGVKVKXG�CFXCPVCIG�CPF�KV�JWTVU�VJG
EQORGVKVQTU���

9JCV�FQGU�VJKU�JCXG�VQ�FQ�YKVJ�OCPCIKPI�4$%�VJTQWIJ�RTQFWEV�RQTVHQNKQ
OCPCIGOGPV!��1WT�KPFWUVT[çU�HCEKPI�VTGOGPFQWU�EQPUQNKFCVKQP��

1PG�QH�VJG�MG[U�VQ�UWEEGUU��KH�[QW�FGHKPG�UWEEGUU�CU�EQPVKPWKPI�CU�C�UVCPFCNQPG
QRGTCVKQP��KU�YQTMKPI�CPF�VT[KPI�VQ�OCPCIG�VJG�NKOKVGF�TGUQWTEGU�VJCV�CTG�HCEKPI�VJG
KPFWUVT[�VQFC[���6YQ�TGUQWTEGU�VJCV�+�VJKPM�CTG�NKOKVGF�CPF�ETKVKECN�CPF�VJCV�CTG
ECWUKPI�EQORCPKGU�VQ�HCKN�CTG�NCEM�QH�ECRKVCN�CPF�C�NCEM�QH�RTQHKVCDNG�OCTMGVKPI
QRRQTVWPKVKGU���+P�VJKU�RTGUGPVCVKQP��+çNN�VT[�VQ�VKG�VJQUG�VQIGVJGT�CNQPI�YKVJ�ECRKVCN
OCPCIGOGPV�VJTQWIJ�RTQFWEV�RQTVHQNKQ�OCPCIGOGPV�CPF�GZVTCEV�UQOG�KPETGOGPVCN
RTQHKV�QT�KORWVG�UQOG�CFFKVKQPCN�EQORGVKVKXGPGUU�VQ�[QWT�RTGOKWOU�

/WEJ�QH�VJG�YQTM�VJCV�+çO�IQKPI�VQ�RTGUGPV�YCU�RTGUGPVGF�D[�#PVJQP[�<GRRCVGNNC�KP
VJG�,WPG������(KPCPEKCN�4GRQTVGT���*G�YTQVG�CP�GZEGNNGPV�CTVKENG�VJCV�KU�VJG
WPFGTRKPPKPIU�QH�VJKU�RTGUGPVCVKQP���+�TGEQOOGPF�VJG�CTVKENG�JKIJN[���$WV��HKTUV��NGVçU
EQXGT�UQOG�DCUKEU��

6JKU�KU�VJG�4$%�HQTOWNC�WUGF�D[�VJG�0#+%���+VçU�CNUQ�VJG�4$%�HQTOWNC�WUGF�D[�#�/�
$GUV��VJQWIJ�VJG�CUUWORVKQPU�KP�FGVGTOKPKPI�%����%����%����CPF�%���CTG�FKHHGTGPV���%�
��KP�VJKU�OKIJV�NQQM�UVTCPIG���%���PQY�KU�VJG�4$%�QH�CP[�UWDUKFKCTKGU�VJCV�CTG�UWDLGEV
VQ�4$%�UVCPFCTFU���6JG�4$%�QH�VJG�UWDUKFKCTKGU�VJCV�CTG�UWDLGEV�VQ�4$%�WUGF�VQ�HNQY
KPVQ�%����PQY�KVçU�C�UGRCTCVGN[�KFGPVKHKGF�RCTV�QH�VJG�HQTOWNC���%���KU�CUUGV�TKUM�
GUUGPVKCNN[��CUUGV�FGHCWNV�TKUM���%���KU�KPVGTGUV�TCVG�TKUM���%���KU�RTKEKPI�TKUM��CPF�%���KU
IGPGTCN�DWUKPGUU�TKUM���;QW�ECP�UGG�VJCV�VJKU�HQTOWNC�ETGCVGU�YJCV�KU�EQOOQPN[
TGHGTTGF�VQ�KP�VJG�KPFWUVT[�CU�C�EQ�XCTKCPEG�DGVYGGP�VJG�%����%����CPF�%��
EQORQPGPVU�
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+P�/T��<GRRCVGNNCçU�CTVKENG��JG�FGHKPGU�C�HCEVQT�ECNNGF�4�CU�VJG�TCVKQ�QH�VJG�%���TKUM�QT
VJG�RTKEKPI�TKUM�VQ�VJG�UWO�QH�%���RNWU�%���TKUMU��4��%���
%���
�%������6JG�RWTRQUG
QH�VJKU�KU�VQ�KFGPVKH[�YJCVçU�KPUWTCPEG�TGNCVGF�TKUM�XGTUWU�CUUGV�TGNCVGF�TKUM���6JKU
HCEVQT��GUUGPVKCNN[��YJGP�OWNVKRNKGF�D[�VJG�KPETGOGPVCN�4$%�HCEVQT�YKNN�IKXG�[QW�VJG
KPETGOGPVCN�4$%�VJCV�KU�IGPGTCVGF�HTQO�CP�KPETGOGPVCN�WPKV�QH�DWUKPGUU���6JKU�KU�VJG
YGKIJV�CUUQEKCVGF�YKVJ�CUUGVU��QPG�FKXKFGF�D[�VJG�USWCTG�TQQV�QH�QPG�RNWU�4�USWCTGF��

.KMGYKUG��VJG�KPUWTCPEG�YGKIJV�TCVKPI�KU�C�TCVKQ�QH�4�FKXKFGF�D[�VJG�USWCTG�TQQV�QH
QPG�RNWU�4�USWCTGF��

.GVçU�NQQM�CV�FKHHGTGPV�EQORCPKGU�CPF�%QORCP[�#��KP�VJKU�ECUG��JCU�CP�4�HCEVQT�QH
�����VJCV�KU�%���FKXKFGF�D[��%���RNWU�%���KU�������+VU�YGKIJVKPI�HQT�KPUWTCPEG�TKUM�KU�����

(QT�VJG�%���HCEVQT�+çXG�CUUWOGF�VJCV�VJG�PGV�COQWPV�CV�TKUM�KU�GZEGUU�QH����DKNNKQP��
+VçU�KPETGOGPVCN�PGV�COQWPV�CV�TKUM�KU�KP�GZEGUU�QH����DKNNKQP��UQ�KVU�HCEVQT�KU����RGT
VJQWUCPF���6JKU�KU�VJG�EQORCP[�CEVWCN�NGXGN�HCEVQT���5Q�KH�KV�YCPVU�VQ�JQNF������QH
4$%�HQT�CP�KPETGOGPVCN�WPKV�QH�DWUKPGUU��VJG�COQWPV�QH�4$%�KV�YQWNF�WUG�KU��

225% RBC factor = 2.25 x .4472 x $1.00 = $1.00 

6JG�DCUKE�CUUWORVKQP�QH�O[�RTGUGPVCVKQP�KU�VJCV�RGQRNG��HQT�VJG�OQUV�RCTV��CTG�IQKPI
VQ�RTKEG�VQ�DG�RTQHKVCDNG��VJCV�KU��VJG[çTG�IQKPI�VQ�CVVGORV�VQ�KFGPVKH[�RTQHKVCDNG
OCTMGVKPI�QRRQTVWPKVKGU�CPF�IKXGP�VJCV�ECRKVCNçU�C�NKOKVGF�TGUQWTEG��VJG[çTG�YKNNKPI
VQ�WUG�TGVWTP�QP�KPXGUVOGPV�CU�C�RTKEKPI�QDLGEVKXG���$[�TGVWTP�QP�KPXGUVOGPV�+�OGCP
VJCV�VJG[çTG�IQKPI�VQ�NQQM�CV�VJGKT�VQVCN�KPXGUVOGPV�YJKEJ�KU��GUUGPVKCNN[��CHVGT�VCZ
DQQM�RTQHKVU�RNWU�EJCPIG�KP�4$%���6JG[�OC[�QT�OC[�PQV�WUG�VJG�0#+%�4$%�HQTOWNC�
CPF�VJCV�YQWNF�JCXG�KORNKECVKQPU�HQT�VJG�EQPENWUKQPU�VJCV�FTCY�HTQO�VJKU
RTGUGPVCVKQP���$WV�TKIJV�PQY�+�YCPV�VQ�NQQM�CV�VJG�0#+%�4$%�HQTOWNC���5Q��CICKP�
YGçTG�IQKPI�VQ�KUUWG�RTQHKVCDNG�DWUKPGUU�CPF�YGçTG�IQKPI�VQ�FGHKPG�RTQHKVCDKNKV[�CU�C
TGVWTP�QP�VQVCN�KPXGUVOGPV�
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1P�VJG�QVJGT�JCPF��%QORCP[�$çU�4�HCEVQT�KU�OQTG�CUUGV�TGNCVGF���+VçU��������+VU
KPUWTCPEG�YGKIJVKPI�KU����

#ICKP��+çO�WUKPI�C�%���HCEVQT�QH����RGT�VJQWUCPF�YKVJ�C�PGV�COQWPV�CV�TKUM�CDQXG���
DKNNKQP���5Q�VJCV�C�WPKV�QH��������QH�CFFKVKQPCN�EQXGTCIG��GUUGPVKCNN[��KH�%QORCP[�$�KU
IQKPI�VQ�JQNF������4$%�HCEVQT�KU������Z�������Z��������������+çO�PQV
TGEQOOGPFKPI�������+çO�QPN[�WUKPI�VJCV�CU�UQOGYJCV�KPFKECVKXG�QH�YJCV�+çXG�UGGP
CTQWPF�VJG�KPFWUVT[�HQT�RTKEKPI���+çXG�UGGP�������+çXG�UGGP�������'XGT[DQF[�JCU�VJGKT
QYP�EQPUVTCKPVU�

.KMGYKUG��%QORCP[�%�KU�XGT[�CUUGV�QTKGPVGF��CPF�KVU�KPETGOGPVCN�4$%�HQT�C�WPKV�QH
HCEG�COQWPV�KU�QPN[����EGPVU���;QW�UC[��YGNN��UQ�YJCV��YJGTG�FQGU�VJKU�NGCF�WU!�
.GVçU�VCMG�C�VGTO�RTKEKPI�GZCORNG���6JG�VGTO�OCTMGV�KU�RTQDCDN[�VJG�JQVVGUV�OCTMGV�KP
VJG�KPFWUVT[�VQFC[���%QORCPKGU�CTG�GPVGTKPI�KV�DGECWUG�EQORCPKGU�VJCV�GPVGTGF�KV
UGXGP�[GCTU�CIQ�OCFG�C�NQV�QH�OQPG[���6JG[çXG�RQUUKDN[�DGGP�UQNF���+VçU�ENGCT�VJCV
OQTVCNKV[�JCU�KORTQXGF�UWDUVCPVKCNN[���+VçU�C�OQTVCNKV[�FTKXGP�OCTMGV���6JG�TGKPUWTGTU
CTG�UWRRQTVKPI�VJKU�OCTMGV��DWV�OCP[�EQORCPKGU�JCXG�JGUKVCVGF�VQ�IGV�KP���#PF�VJKU
GZCORNG�KU�IQKPI�VQ�RQKPV�QWV�C�EQORGVKVKXG�CFXCPVCIG�VJCV�C�EQORCP[�VJCV�KU�XGT[
CUUGV�YGKIJVGF�KP�KVU�4$%�JCU�QXGT�QVJGT�EQORCPKGU���+H�[QWçTG�CP�CUUGV�YGKIJVGF
EQORCP[��[QW�YCPV�VQ�EQPUKFGT�VJGUG�QVJGT�OCTMGVU�YJGTG�[QWçTG�IQKPI�VQ�JCXG�C
EQORGVKVKXG�CFXCPVCIG�QXGT�VJG�NGCFGTU�KP�VJG�KPFWUVT[���+çXG�FGHKPGF�VJG�NGCFGTU�KP
VJG�KPFWUVT[�CU�VJQUG�VJCV�KUUWG�C�NQV�QH�VJKU�DWUKPGUU�CPF��VJGTGHQTG��VJG[çTG�IQKPI�VQ
DG�OQTG�KPUWTCPEG�YGKIJVGF�

.GVçU�CUUWOG�KP�QWT�GZCORNG�VJCV�C�JWTFNG�TCVG��YJKEJ�KU�VJG�OKPKOWO�CEEGRVCDNG
TGVWTP�QP�KPXGUVOGPVU��KU�������1WT�CHVGT�VCZ�KPXGUVOGPV�TCVG�KU�������GUUGPVKCNN[�
����QH�����.GVçU�VCMG�VJG�EQUV�QH�ECRKVCN�HQT�CP�KPETGOGPVCN�WPKV�QH�DWUKPGUU�HTQO
%QORCP[�#�XGTUWU�%QORCP[�%�CU�UJQYP�KP�VJG�HQNNQYKPI�GSWCVKQPU��

   Company A: (.12�.045) x $1.00 = $0.075 
Company C: (.12�.045) x $.44 = $0.033

1DXKQWUN[��EQORCPKGU�JCXG�FKHHGTGPV�JWTFNG�TCVGU�CPF�FKHHGTGPV�QRRQTVWPKV[
KPXGUVOGPV�TCVGU��DWV�+çO�VT[KPI�VQ�MGGR�VJG�XCTKCDNGU�EQPUVCPV�VQ�KFGPVKH[�VJG
FKHHGTGPEGU�ECWUGF�D[�VJG�4$%�EQPUVTCKPVU���6JG�FKHHGTGPEG�DGVYGGP�����EGPVU�CPF
����EGPVU�KU�����EGPVU���6JCVçU�����EGPVU�GXGT[�UKPING�[GCT���9KVJ�RTGOKWOU�QH���ä��
EGPVU�RGT�VJQWUCPF��C�����EGPV�FKHHGTGPEG�KU�JWIG���%QORCP[�%�KU�OQTG�CUUGV
QTKGPVGF��KV�KUPçV�KUUWKPI�VJCV�OWEJ�VGTO���+V�JCU�C�JWIG�EQORGVKVKXG�CFXCPVCIG���
EGPVU�RGT�VJQWUCPF�
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+�FKF�UC[�+çXG�KFGPVKHKGF�C�RTQDNGO���6JGTGçU�C�RQVGPVKCN�OCTMGV�HQT�C�PWODGT�QH
EQORCPKGU���;QW�CEVWCNN[�IQ�VJTQWIJ�VJG�FCVCDCUG�QH�EQORCPKGU���'XGT[DQF[�JCU�
VJGUG�FCVCDCUGU���+P�HCEV��FGVGTOKPG�4�HCEVQTU��FGVGTOKPG�%����%����%����CPF�%���HQT
GCEJ�QH�VJG�EQORCPKGU�FGVGTOKPGF�4�HCEVQTU���;QWçNN�HKPF�VJCV�VJG�KPFWUVT[�KU
QXGTYJGNOKPIN[�CUUGV��DWV�4$%�KU�QXGTYJGNOKPIN[�FGVGTOKPGF�QP�CP�CUUGV�QTKGPVGF
DCUKU���

6JGTG�CTG�C�VTGOGPFQWU�PWODGT�QH�EQORCPKGU�VJCV�JCXG�VJKU�QRRQTVWPKV[���5Q�HTQO
VJG�FCVCDCUG�+�UGCTEJGF�HQT�VJQUG�YKVJ�PGV�COQWPV�CV�TKUM�ITGCVGT�VJCP������OKNNKQP��
+�YCPVGF�VJGO�CV�NGCUV�KPETGOGPVCNN[�KP�VJG�NKHG�KPUWTCPEG�DWUKPGUU�YKVJ�NKHG�RTGOKWO
KPEQOG�QXGT������OKNNKQP�OQTG�VJCP�CEEKFGPV�CPF�JGCNVJ�
#�*��RTGOKWO��
+PEKFGPVCNN[��+çO�RKEMKPI�QP�VJG�CUUGV�QTKGPVGF�EQORCPKGU�QT�KFGPVKH[KPI�C�OCTMGV�HQT
CUUGV�QTKGPVGF�EQORCPKGU���*GCNVJ�KPUWTCPEG�EQORCPKGU�CPF�QVJGT�EQORCPKGU�VJCV
CTG�YGKIJVGF�VTGOGPFQWUN[�VQYCTF�KPUWTCPEG�TKUM�JCXG�JWIG�QRRQTVWPKVKGU���,WUV�NKMG
YG�YGTG�KFGPVKH[KPI�KP�VJG�VGTO�OCTMGV�HQT�CP�CUUGV�QTKGPVGF�EQORCP[��VJG[�JCXG
JWIG�QRRQTVWPKVKGU�KP�CUUGV�CEEWOWNCVKQP�OCTMGVU��DGECWUG�VJG[�JCXG�C�EQORGVKVKXG
CFXCPVCIG���+V�IQGU�DQVJ�YC[U�

+H�+�FGCN�YKVJ�VJGUG�ETKVGTKC��YJCVçU�VJG�FKUVTKDWVKQP�QH�EQORCPKGU!��+PVGTGUVKPIN[��QH
����EQORCPKGU�VJGTG�CTG�PQ�EQORCPKGU�YKVJ�CP�4�HCEVQT�QH�����6JCVçU�DGECWUG�+çXG
GNKOKPCVGF�XKTVWCNN[�CNN�QH�VJG�#�*�EQORCPKGU���#P�4�HCEVQT�ITGCVGT�VJCP������YJKEJ
KU�PQV�OWEJ�CUUGV�QTKGPVCVKQP��YCU�HQWPF�KP�QPN[����EQORCPKGU���$GVYGGP������CPF
����CTG�CDQWV����EQORCPKGU���+�YQWNF�EQPUKFGT�VJCV������KU�CDQWV�VJG�CTGC�YJGTG
[QWçTG�CRRTQRTKCVGN[�YGKIJVGF�DGVYGGP�CUUGV�CPF�KPUWTCPEG�TKUMU���6JGTG��KP�HCEV�
[QW�FQPçV�IGPGTCVG�C�VTGOGPFQWU�EQORGVKVKXG�CFXCPVCIG�D[�UMGYKPI�[QWT�HWVWTG
RTQFWEVKQP�OQTG�VQ�QPG�QT�VQ�VJG�QVJGT���2GQRNG�VJKPM�QH�(KTUV�%QNQP[�CU�C�VGTO
YTKVGT�CPF�[QWçF�VJKPM�KV�YCU�VTGOGPFQWUN[�KPUWTCPEG�QTKGPVGF���$WV��KP�HCEV��KV�KUUWGU
C�VTGOGPFQWU�COQWPV�QH�UVTWEVWTGF�UGVVNGOGPVU��CPF�KU�C�XGT[�DCNCPEGF�EQORCP[
HTQO�CP�4$%�UVCPFRQKPV���5Q�CDQWV������QT�UQ�KU�XGT[�IQQF��

+V�KU�KPVGTGUVKPI�VQ�PQVG�VJG�EQORCPKGU�YKVJ�CP�4�HCEVQT�QH�DGVYGGP�����CPF������
6JGUG�CTG�DKI�EQORCPKGU���6JG[�JCXG�C�JWIG�EQORGVKVKXG�CFXCPVCIG�KP�VJG�KUUWKPI�QH
VGTO�QT�KPUWTCPEG�QTKGPVGF�RTQFWEVU�HTQO�VJG�4$%�(QTOWNC���6JGP�VJGTG�CTG���
EQORCPKGU�YKVJ�CP�4�HCEVQT�QH�NGUU�VJCP�����CPF�VJGUG�CTG�CNUQ�DKI�EQORCPKGU���+P
QHHGTKPI�VGTO�KPUWTCPEG��CPF�CUUWOKPI�GSWKXCNGPV�RTKEKPI�QDLGEVKXGU��VJG[�YQWNF
TGCR�UQOGYJGTG�KP�VJG�PGKIJDQTJQQF�QH��ä��EGPVU�RGT�VJQWUCPF���6JCVçU�JWIG�

9G�VCNMGF�C�NKVVNG�DKV�CDQWV�RTQFWEV�FGXGNQROGPV�CPF�+�JCXGPçV�FQPG�VJG�UCOG
GZCORNG�HQT�KPUWTCPEG�QTKGPVGF�EQORCPKGU�VJCV�EQWNF�QHHGT�CEEWOWNCVKQP�RTQFWEVU�
DWV��DGNKGXG�OG��VJG[çTG�VJGTG���6JGTGçU�CNUQ�CPQVJGT�CRRTQCEJ�VQ�OCPCIKPI�4$%�CPF
[QWçNN�UGG�OCP[�EQORCPKGU�QWV�VJGTG���6JKU�KU�VJG�JQV�OCTMGV���1PG�JQV�OCTMGV�VJCV
YGçXG�VCNMGF�CDQWV�KU�VJG�VGTO�OCTMGV���6JG�QVJGT�VJKPI�VJCVçU�JWIG�TKIJV�PQY�KP�VJG



� 4'%14&��8QNWOG���

KPUWTCPEG�KPFWUVT[�KU�EQPUQNKFCVKQP���/CP[�QH�[QW�YQWNF�RTQDCDN[�UC[��YGNN��VGTO
KPUWTCPEG��VJG�RTKEGU�CTG�VQQ�NQY���9GNN��VJQUG�EQORCPKGU�CTG�OCMKPI�C�NQV�QH
OQPG[���.KMGYKUG��[QW�NQQM�CV�VJGUG�EQPUQNKFCVKQPU�CPF�+�VJKPM�VJGTGçU�C�UGUUKQP�QP
VJKU���+�FQPçV�MPQY�KH�VJG[çTG�TKIJV�QT�YTQPI���6JGTGçU�EGTVCKPN[�C�FKUEQPVKPWKV[�KP�VJG
RTKEGU�VJCV�JCXG�DGGP�RCKF�QXGT�VJG�NCUV����OQPVJU�HTQO�YJCV�YCU�DGKPI�RCKF
DGHQTG���2TKEGU�CTG�XGT[�JKIJ���$WV�NGV�OG�VGNN�[QW��VJGTG�CTG�OCP[�EQORCPKGU��CPF
OCP[�GZCORNGU��

)'�%CRKVCN�KU�C�IQQF�GZCORNG�QH�VJKU���+V�JCF�C�JWIG�EQORGVKVKXG�CFXCPVCIG�YJGP�KV
DQWIJV�#OGZ�.KHG�+PUWTCPEG�%QORCP[���+�JCRRGP�VQ�MPQY�VJKU��DGECWUG�+�YQTMGF�QP
VJG�QVJGT�UKFG�QH�VJG�VTCPUCEVKQP���+�EQWNFPçV�HKIWTG�QWV�YJCV�VJG[�YGTG�FQKPI���+
VJQWIJV��YGNN��GXGT[DQF[�MPQYU�YJCV�VJG�RTKEG�KU��MPQYU�YJCV�VJG�XCNWGU�CTG��JQY
ECP�VJG[�DG�UQ�OWEJ�JKIJGT�VJCP�WU!��9GNN��KP�HCEV��+�VCNMGF�VQ�VJGO�CHVGTYCTFU��
6JG[�GUUGPVKCNN[�JCF�C�XGT[�CUUGV�QTKGPVGF�EQORCP[�CV�VJCV�RQKPV�KP�VKOG��)�#��CP
CPPWKV[�EQORCP[���.QPI�VGTO�ECTG�KU�CNUQ�CUUGV�QTKGPVGF��DWV�KVçU�XGT[�KPUWTCPEG
FQOKPCVGF���$[�EQODKPKPI�VJQUG�VYQ�HCEVQTU��)'�%CRKVCN�YCU�CDNG�VQ�WUG�XGT[�NKVVNG
KPETGOGPVCN�4$%�DGECWUG�QH�VJG�EQXCTKCPEG�QH�VJG�HCEVQTU�YQTMKPI�VQIGVJGT�

/CP[�VTCPUCEVKQPU�VJCV�FQPçV�UGGO�VQ�OCMG�GEQPQOKE�UGPUG�TGCNN[�FQ�OCMG
VTGOGPFQWU�UGPUG��FWG�VQ�VJKU�RJGPQOGPQP���6JG[çTG�CVVGORVKPI�VQ�YGKIJV�VJG�4$%��
#FFKVKQPCNN[��VJGTGçU�CP�QRRQTVWPKV[�VJTQWIJ�TGKPUWTCPEG�CPF�VJTQWIJ�CESWKUKVKQPU�QH
DNQEMU�QH�DWUKPGUU�VQ�WVKNK\G�UQOGVJKPI�VJCV�KU�C�VTGOGPFQWU�CPQOCN[�KP�CNN�QH�VJG
4$%�HQTOWNCUå$GUVçU��5VCPFCTF���2QQTçU�
5�2���CPF�VJG�0#+%�HQTOWNCåCPF�VJCV�KU
VJG�WUG�QH�UVCVWVQT[�IQQFYKNN���(QT�GZCORNG��CUUWOG�[QW�RWTEJCUGF�C�DNQEM�QH
DWUKPGUU�HQT������OKNNKQP���.GVçU�UC[�VJCV�[QWT�UVCVWVQT[�ECRKVCN�CPF�UWTRNWU�KU�����
OKNNKQP���+�FQPçV�MPQY�YJGVJGT�VJQUG�CTG�VJG�EQTTGEV�YGKIJVKPIU���'UUGPVKCNN[��[QW
CESWKTGF�VJKU�DNQEM�QH�DWUKPGUU���+V�FKFPçV�JCXG�CP[�UVCVWVQT[�ECRKVCN��DWV�[QWçTG�CDNG
VQ�GUVCDNKUJ�UVCVWVQT[�IQQFYKNN�HQT�VJG�RWTEJCUG�RTKEG�QH�VJG�DNQEM�������OKNNKQP��
6JCV�DGEQOGU�PQV�CFOKVVGF�VQ�VJG�GZVGPV�VJCV�KV�GZEGGFU�����QH�[QWT�GZKUVKPI�ECRKVCN
CPF�UWTRNWU��

5Q�KP�O[�GZCORNG��[QW�DQWIJV�C�DNQEM�HQT������OKNNKQP���;QWT�UVCVWVQT[�ECRKVCN�CPF
UWTRNWU�KU������OKNNKQP���;QW�ECP�RWV�WR�����OKNNKQP�QH�UVCVWVQT[�IQQFYKNN���6JCV
����OKNNKQP�IGVU�COQTVK\GF�QXGT�VGP�[GCTU��DWV�YJCV�CEVWCNN[�IGVU�COQTVK\GF�QXGT�VGP
[GCTU�KU�VJG������OKNNKQP�RWTEJCUG�RTKEG���6Q�VJG�GZVGPV�VJCV�C�RKGEG�QH�VJG�QTKIKPCN
����OKNNKQP�QH�UVCVWVQT[�IQQFYKNN�VJCV�[QW�RWV�WR�YQWNF�IGV�VJKU�COQTVK\GF��KV�IGVU�KV
TGRNCEGF��DWV�CU�C�PQPCFOKVVGF�CUUGV���;QW�MGGR�RWORKPI�KV�KP��UQ�VJCV�VJG����
OKNNKQP�UVC[U�WR�HQT��GUUGPVKCNN[��VJG�GPVKTG�VGP�[GCT�RGTKQF���9GNN��VJCV�KU�HTGG�ECRKVCN
CPF�KU�EQWPVGF�KP�[QWT�CFLWUVGF�ECRKVCN�YJGP�VJG[çTG�ECNEWNCVKPI�VJG�4$%�HQT�CNN
VJTGG�QH�VJQUG�HQTOWNCU��
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5Q�KH�[QWçTG�UKVVKPI�VJGTG�YKVJ�C�EQORCP[�VJCV�JCU�PQ�UVCVWVQT[�IQQFYKNN�QP�KVU�DQQMU�
[QW�CTG�PQV�OCZKOK\KPI�VJG�WUG�QH�[QWT�ECRKVCN���;QW�PGGF�VQ�IQ�QWV�CPF�KFGPVKH[å
CPF�+çO�PQV�VGNNKPI�[QW�VQ�IQ�CPF�QXGTRC[�HQT�C�DNQEM�QH�DWUKPGUU�QT�IQ�QWV�KPVQ�VJG
VGTO�KPUWTCPEG�DWUKPGUU�CPF�WPFGTRTKEG�GXGT[DQF[�QT�FQ�UQOGVJKPI�VJCVçU
HWPFCOGPVCNN[�PQV�UQWPFåVJQUG�MG[�EQORGVKVKXG�CFXCPVCIGU�VJCV�[QW�JCXG�EWTTGPVN[
KH�[QWçTG�IQKPI�VQ�UWEEGGF��KH�[QWçTG�IQKPI�VQ�VJTKXG��KH�[QWçTG�IQKPI�VQ�QXGTEQOG�VJG
NKOKVGF�TGUQWTEGU�VJCV�GXGPVWCNN[�ECVEJ�WR�YKVJ�CNN�EQORCPKGU��VJCV�KU��NKOKVGF
RTQHKVCDNG�OCTMGVKPI�QRRQTVWPKVKGU�CPF�NKOKVGF�ECRKVCN�CPF�UWTRNWU���

/T��9KUGDNCVV���1WT�PGZV�URGCMGT�KU�,QUGRJKPG�/CTMU���,QUGRJKPG�KU�VJG�XKEG
RTGUKFGPV�KP�VJG�+PXGUVOGPV�&GRCTVOGPV�QH�5WP�.KHG�QH�%CPCFC���5JG�YKNN�IKXG�WU�C
%CPCFKCP�RGTURGEVKXG�QH�4$%�CPF�YKNN�URGCM�QP�OCPCIKPI�4$%�VJTQWIJ�CUUGV
CNNQECVKQP�

/U��,QUGRJKPG�'NKUCDGVJ�/CTMU���#U�2GTT[�UCKF��+çO�IQKPI�VQ�IKXG�[QW�C�%CPCFKCP
RGTURGEVKXG�QH�VJG�VQRKE��YJKEJ�OGCPU�+çNN�DG�VCNMKPI�CDQWV�UQOGVJKPI�ECNNGF
/KPKOWO�%QPVKPWKPI�%CRKVCN�CPF�5WTRNWU�4GSWKTGOGPVU�
/%%54���YJKEJ�KU�VJG
%CPCFKCP�GSWKXCNGPV�QH�4$%���

+çNN�FKUEWUU�VJG�UKOKNCTKVKGU�QT�FKHHGTGPEGU�QH�/%%54�VQ�VJG�4$%�HQTOWNC���+�YKNN�DG
NQQMKPI�CV�VJKU�HTQO�VJG�RGTURGEVKXG�QH�VJG�KORCEV�QP�KPXGUVOGPV�RQNKE[�

/%%54�KU�C�DCUKU�VJCV�JCU�DGGP�UGV�D[�VJG�1HHKEG�QH�VJG�5WRGTKPVGPFGPV�QH�(KPCPEKCN
+PUVKVWVKQPU�
15(+��YJKEJ�KU�VJG�%CPCFKCP�TGIWNCVQT�QH�CNN�HKPCPEKCN�KPUVKVWVKQPU�KP
%CPCFC��KPENWFKPI�CNN�NKHG�KPUWTCPEG�EQORCPKGU�KP�%CPCFC���15(+�JCU�FGVGTOKPGF
VJCV�VJG�VJTGUJQNF�NGXGN�QH�/%%54�HQT�GXGT[�KPUWTCPEG�EQORCP[�UJQWNF�DG�CV�NGCUV
GSWCN�VQ�������UQ�VJCV�VJG�ECRKVCN�CXCKNCDNG�VQ�VJG�EQORCP[�UJQWNF�EQOG�KP�CV
�����QH�VJG�COQWPV�FGVGTOKPGF�D[�HQTOWNC���+P�HCEV��HTQO�C�RTCEVKECN�RQKPV�QH�XKGY�
OQUV�KPUWTCPEG�EQORCPKGU�CTG�QRGTCVKPI�YKVJ�ECRKVCN�NGXGNU�UKIPKHKECPVN[�JKIJGT�VJCP
�������(QT�KPUVCPEG��YGçXG�JCF�KPFKECVKQPU�HTQO�QPG�QH�VJG�TCVKPI�CIGPEKGU�VJCV�VQ
OCKPVCKP�C�###�ETGFKV�TCVKPI��YJKEJ�KU�YJCV�YG�EWTTGPVN[�GPLQ[��KV�YQWNF�DG
GZRGEVKPI�WU�VQ�OCKPVCKP�QWT�ECRKVCN�CV�C�OKPKOWO�QH������QH�VJG�/%%54�NGXGN��
+VçU�PQV�C�DNCEM�QT�YJKVG�TWNG���+VçU�QPG�QH�OCP[�HCEVQTU�TCVKPI�CIGPEKGU�YQWNF�NQQM�CV��
1PG�QH�VJG�KUUWGU�HCEKPI�VJG�KPFWUVT[�KU�VJCV�VJG�COQWPV�QH�ECRKVCN�TGSWKTGF�XCTKGU
UKIPKHKECPVN[�HTQO�EQORCP[�VQ�EQORCP[���+H�[QWT�ECRKVCN�HCNNU�DGNQY�VJG������NGXGN�
VJG�RTGOKUG�KU�VJCV�VJG�TGIWNCVQT�YQWNF�DG�OCMKPI�OCP[�XKUKVU�CPF�éJGNRKPI�[QW�QWVê
YKVJ�[QWT�QRGTCVKQP�

6JG�/%%54�KU�XGT[�OWEJ�HQTOWNC�FTKXGP���6JGTG�CTG�C�UGTKGU�QH�HCEVQTU�VJCV�CRRN[�VQ
FKHHGTGPV�HCEGVU�QH�[QWT�DCNCPEG�UJGGV�VQ�EQOG�WR�YKVJ�C�VQVCN�FQNNCT�TGSWKTGOGPV�QH
ECRKVCN���6JGTG�CTG�HQWT�OCKP�EQORQPGPVU�VQ�VJG�/%%54���6JG�HKTUV�EQORQPGPV�KU�VJG
CUUGV�TKUM�QT�YJCV�[QW�YQWNF�TGHGT�VQ�KP�CEVWCTKCN�VGTOU�CU�VJG�%���TKUM���6JKU�DTQCFN[
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TGRTGUGPVU�VJG�CUUGV�FGHCWNV�TKUM�QT�VJG�XQNCVKNKV[�QH�TGVWTPU���6JKU�KU�VJG�QPG�VJCV�+çNN�DG
HQEWUKPI�QP�

6JG�QVJGT�VJTGG�RKGEGU�CTG�VJG�OQTVCNKV[�OQTDKFKV[�TKUM��YJKEJ�KU�YKVJKP�VJG�RTKEKPI
EQORQPGPV�QH�VJG�TKUM��QT�VJG�%���TKUM���#�TGRTKEKPI�TKUM�TGHGTU�VQ�GKVJGT�TGKPXGUVOGPV
TKUM�QT�KPCRRTQRTKCVG�RTKEKPI�QP�TGPGYCN��UQ�KV�HCNNU�UQOGYJGTG�DGVYGGP�%���CPF�%��
YKVJ�OC[DG�GXGP�C�NKVVNG�DKV�QH�%���KP�VJGTG���.CUV��VJG�KPVGTGUV�TCVG�TKUM�EQORQPGPV�QT
VJG�OKUOCVEJ�TKUM�KU�GSWKXCNGPV�VQ�VJG�%���TKUM�

(QT�QWT�EQORCP[�VJG�CUUGV�TKUM�EQORQPGPV�KU�VJG�DWNM�QH�VJG�HQTOWNC���+V�EQOGU�KP�CV
CDQWV�����QH�VJG�VQVCN�/%%54��VJG�QVJGT�HCEVQTU�EQPVTKDWVG�DGVYGGP�����CPF����
GCEJ���5Q�YKVJKP�QWT�QRGTCVKQPU��CPF�YGçTG�XGT[�OWEJ�CP�CUUGV�FTKXGP�QTICPK\CVKQP�
VJG�EQPVTQN�QH�VJG�/%%54�VJTQWIJ�VJG�CUUGV�TKUM�KU�VJG�MG[�FGVGTOKPCPV�HQT�OQUV�QH
QWT�NKHG�KPUWTCPEG�DWUKPGUU�KP�VGTOU�QH�QWT�/%%54�CFLWUVGF�TGVWTP�

6JG�CUUGV�HCEVQTU�HQT�/%%54�HQNNQY�C�IGQOGVTKE�RCVVGTP��KH�[QW�IQ�FQYP�VJTQWIJ�VJG
ETGFKV�ITCFKGPV���6JG�HCEVQTU�QP�VJG�NGHV�DGNQY�CTG�VJG�HCEVQTU�VJCV�CTG�CRRNKGF�VQ�VJG
DQQM�XCNWG�QH�VJG�FKHHGTGPV�CUUGV�ENCUUGU�VQ�EQOG�WR�YKVJ�VJG�VQVCN�CUUGV�EQORQPGPV
QH�VJG�/%%54�TGSWKTGOGPV���;QWçNN�UGG�VJGTGçU�C����HCEVQT�VJCV�CRRNKGU�VQ�VJG�HGFGTCN
DQPFU�
%CPCFC�DQPFU���RTQXKPEKCN�DQPFU��0CVKQPCN�*QWUKPI�#WVJQTKV[�
0*#�
OQTVICIGU��OQTVICIGU�VJCV�CTG�DCEMGF�D[�VJG�HGFGTCN�IQXGTPOGPV�CPF��QH�EQWTUG�
6TGCUWT[�DKNNU���#P[�CUUGV�VJCV�JCU�VJG�HWNN�DCEMKPI�QH�CP[�IQXGTPOGPV��HGFGTCN�QT
RTQXKPEKCN��YKVJKP�%CPCFC�JCU�C����HCEVQT�CPF�VJG�UCOG����HCEVQT�YQWNF�CRRN[�VQ
QVJGT�HQTGKIP�IQXGTPOGPV�KUUWGU�CU�YGNN�

MCCSR ASSET FACTORS
  0% Canada bonds, provincial bonds, NHA mortgages, T-Bills
  0.25% “AAA” Bonds
  0.50% “AA” Bonds
  1.00% “A” Bonds
  2.00% “BBB” Bonds, Residential Mortgages
  4.00% “BB” Bonds, Commercial Mortgages
  7.00% Real Estate
15.00% Common Stock

)QKPI�FQYP�VJTQWIJ�VJG�NKUV��VJG�###�DQPFU�CTG�CV�������CPF�VJGP�KV�IQGU
IGQOGVTKECNN[�VJTQWIJ�VQ�VJG�$$$�DQPFU�CV������4GUKFGPVKCN�OQTVICIGU�EQOG�KP�CV
VJG����HCEVQT���6JG�$$�DQPFU�CPF�EQOOGTEKCN�OQTVICIGU�CTG�CV�����UQ�VJG
EQOOGTEKCN�OQTVICIGU�CTG�FGGOGF�VQ�DG�GSWKXCNGPV�VQ�$$�DQPFU���6JG[çTG
PQPKPXGUVOGPV�ITCFG���(WTVJGT�FQYP�YG�UGG�TGCN�GUVCVG�CV������+�UKORNKHKGF�VJG
HCEVQTU�JGTG���6JG����HCEVQT�KU�HQT�KPEQOG�RTQFWEKPI�TGCN�GUVCVG���6JGTG�CTG�C�HGY
QVJGT�RKGEGU�VQ�KV��DWV�YG�KIPQTG�VJGO�HQT�VJG�RWTRQUG�QH�VJKU�FKUEWUUKQP���%QOOQP



/CPCIKPI�4KUM�$CUGF�%CRKVCN�
4$%� �

UVQEM�JCU�C�HCEVQT�QH�������9GçNN�UGG�NCVGT�QP�YJCV�VJKU�FQGU�VQ�[QWT�CUUGV�OKZ�CPF
[QWT�KPXGUVOGPV�EQPUKFGTCVKQPU�

9JGP�[QWçTG�NQQMKPI�CV�/%%54�HTQO�VJG�KPXGUVOGPV�RGTURGEVKXG�C�HGY�RQKPVU�EQOG
VQ�NKIJV���(KTUV�QH�CNN��DGECWUG�KVçU�HCEVQT�FTKXGP�CPF�VJG�HCEVQTU�CRRN[�VQ�VJG�DQQM
XCNWG�QH�CNN�VJG�CUUGVU��VJGTGçU�PQ�CNNQYCPEG�QT�ETGFKV�IKXGP�HQT�JCXKPI�C�FKXGTUKHKGF
RQTVHQNKQ���'XGT[�CUUGV�JCU�VJG�HCEVQT�CRRNKGF�VQ�KV�QP�C�UVCPFCNQPG�DCUKU���6JG�IGPGTCN
EQPEGRV�YJGTGD[�[QW�ETGCVG�CP�GHHKEKGPV�RQTVHQNKQ�FQGUPçV�RKEM�WR�CP[�ETGFKV�VJTQWIJ
VJG�HQTOWNC���5Q�PQ�CNNQYCPEG�QT�ETGFKV�KU�IKXGP�HQT�DGKPI�YGNN�FKXGTUKHKGF�QT�JCXKPI
CP�GHHKEKGPV�RQTVHQNKQ���

6JGTGçU�PQ�FKHHGTGPVKCVKQP�YKVJKP�VJG�FKHHGTGPV�SWCNKV[�DCPFU���5Q�YJCV�VJCV�OGCPU�KU
VJCV�VJG�GZRTGUUKQP��é;QW�OC[�CU�YGNN�DG�JWPI�HQT�UJGGR�CU�HQT�NCODê�CRRNKGU���+H
[QWçTG�IQKPI�VQ�DG�KP�C�$$$�KPXGUVOGPV��[QW�OC[�CU�YGNN�DG�KP�C�$$$�OKPWU��OKPWU�
OKPWU���+H�CNN�[QWT�EQOOGTEKCN�OQTVICIGU�CTG�IQKPI�VQ�DG�CUUKIPGF�C�HCEVQT�QH����
[QW�OC[�CU�YGNN�RKEM�WR�VJG�OQUV�TQVVGP��JQTTKDNG�EQOOGTEKCN�OQTVICIGU�CXCKNCDNG�
DGECWUG�VJG�HQTOWNC�KU�IQKPI�VQ�CUUWOG�VJG[�JCXG�C�HCEVQT�QH������2WV�CPQVJGT�YC[�
CP�#�RNWU�KU�GSWKXCNGPV�VQ�CP�#�OKPWU���6JGTGçU�PQ�FKHHGTGPVKCVKQP�YKVJKP�VJG�DCPF�

6JGTGçU�PQ�FKHHGTGPVKCVKQP�D[�VGTO���6JG�KPXGUVOGPV�OCTMGVU�IGPGTCNN[�TGEQIPK\G�VJCV
ETGFKV�TKUM�KPETGCUGU�CU�VJG�VGTO�QH�CP�CUUGV�KPETGCUGU��CPF�VJCV�C����[GCT�CUUGV�YKNN
JCXG�JKIJGT�ETGFKV�TKUM�URTGCF�VJCP�C���[GCT�CUUGV���$WV�YKVJKP�VJG�HQTOWNC��CICKP�
VJGTGçU�PQ�FKHHGTGPVKCVKQP���5Q�C���[GCT�UKPING�#�JCU�VJG�GZCEV�UCOG�HCEVQT�CU�C����
[GCT�UKPING�#��

/[�NCUV�RQKPV�KU�VJCV�CP[�KUUWG�VJCV�KU�DCEMGF�D[�VJG�IQXGTPOGPV�KU�HCXQTGF�QXGT�C
EQTRQTCVG�V[RG�KUUWG���6JG�0*#�OQTVICIGU�CTG�HCXQTGF�QXGT�VJG�EQPXGPVKQPCN���6JG
RTQXKPEKCN�DQPFU�CTG�HCXQTGF�QXGT�VJG�EQTRQTCVG�DQPFU���5Q�CP[VJKPI�YKVJ�C
IQXGTPOGPV�IWCTCPVGG��GXGP�VJQWIJ�KV�OC[�PQV�DG�TGCNN[�CU�UVTQPI�C�ETGFKV�KP�VJG
YQTNF�QH�VJG�KPXGUVOGPV�EQOOWPKV[��YKNN�EQOG�WR�HCXQTCDN[�WPFGT�VJG�/%%54
HQTOWNC�

9JCV�JCRRGPU�YJGP�[QW�CRRN[�VJG�/%%54�VQ�[QWT�HKZGF�KPEQOG�RQTVHQNKQ!��6JGTG
CTG�VYQ�OCKP�VJKPIU�+çO�NQQMKPI�CV���(QT�HKZGF�KPEQOG�RQTVHQNKQ�YGçTG�NQQMKPI�CV
URTGCF���6CDNG���VGNNU�WU�VJG�FKHHGTGPVKCN�KP�URTGCF�TGSWKTGOGPVU�HQT�FKHHGTGPV�CUUGV
ENCUUGU���6CDNG���FGUETKDGU�VJKU�KP�OQTG�FGVCKN��

.GVçU�UC[�VJCV�[QW�CTG�VCTIGVKPI�C�TGVWTP�QP�ECRKVCN�GORNQ[GF�QH�DGVYGGP���ä����
YJKEJ�KU�RTQDCDN[�VJG�MKPF�QH�TCPIG�VJCV�OQUV�EQORCPKGU�YQWNF�GZRGEV�VQ�WUG���;QW
JCXG�FGHKPGF�VJG�ECRKVCN�GORNQ[GF�VQ�DG�VJCV�YJKEJ�HCNNU�QWV�QH�[QWT�/%%54
HQTOWNC���+H�[QWT�CHVGT�VCZ�TGVWTP�KU�����QT������[QW�ECP�GCUKN[�ITQUU�VJCV�WR�VQ�C
RTGVCZ�TGVWTP���6CDNG���WUGU�C�VCZ�TCVG�QH������YJKEJ�JCRRGPU�VQ�EQTTGURQPF�VQ�VJG
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EQTRQTCVG�KPEQOG�VCZ�TCVG�KP�%CPCFC��DWV�[QW�ECP�EGTVCKPN[�ITQUU�KV�WR�WUKPI
YJCVGXGT�HCEVQTU�CTG�TGNGXCPV���+P�6CDNG���YG�UGG�QWT�RTGVCZ�TGVWTP�YKNN�JCXG�VQ�TCPIG
DGVYGGP���ä������(QT�VJG�UCMG�QH�CTIWOGPV��YGçTG�CUUWOKPI�VJG�TKUM�HTGG�TCVG�QH
����YJKEJ�KU�VJG�COQWPV�VJCV�ECP�DG�GCTPGF�QP�VJG�CUUGVU�VJGOUGNXGU���6JKU�NGCXGU
WU�YKVJ�C�FKHHGTGPVKCN�QH�DGVYGGP���ä����VQ�DG�OCFG�WR�D[�VJG�RTQHKV�QP�VJG
DWUKPGUU��

TABLE 1
MCCSR—IMPACT ON SPREAD

Target ROCE: 12% 15%

Pre-Tax Return: 21 26

Risk-Free Rate: 6 6

Differential: 15% 20�

6CDNG���UJQYU�VJCV�KH�YG�JCXG�CP�CUUGV�QH�C������CPF�XCTKQWU�DNQEMU�QH�ECRKVCN�UGV
CUKFG�QH����GCEJ�QT�����VJG�VCTIGV�TGVWTP�QP�VJG�ECRKVCN�KU���������6JG�TKUM�HTGG�TGVWTP
KU��������CPF�VJG�URTGCF�TGSWKTGOGPV�KU���������5Q�QP�VJG������QH�VJG�QTKIKPCN�CUUGV
YG�PGGF����DCUKU�RQKPVU�QH�URTGCF�HQT�GXGT[����QH�ECRKVCN�VJCVçU�CUUQEKCVGF�YKVJ�VJCV
CUUGV���
�

TABLE 2
MCCSR—IMPACT ON SPREAD

TARGET PRE-TAX RETURN=26%

Asset Capital Target Return Risk-Free Return Spread

$100 $ 1 26¢ 6¢ 20¢

$100 $ 2 52¢ 12¢ 40¢

$100 $ 3 78¢ 18¢ 60¢

9JGP�YG�NQQM�CV�QWT�HKZGF�KPEQOG�EJQKEGU��CU�UJQYP�KP�6CDNG����YGçTG�NQQMKPI�CV
RTQXKPEKCN�DQPFU��EQTRQTCVG�UKPING�#U��RTKXCVG�DQPFU�QT�RTKXCVG�RNCEGOGPVU��
KP�VJKU
ECUG�YG�WUGF�$$$U���VJG�0*#�OQTVICIGU��CPF�VJG�EQPXGPVKQPCN�OQTVICIGU���6JG
UGEQPF�EQNWOP�UJQYU�VJG�ITQUU�URTGCF�EWTTGPVN[�CXCKNCDNG�KP�VJG�OCTMGV���6JG�VJKTF
EQNWOP�UJQYU�VJG�OCTIKPU��YJKEJ�TGRTGUGPVU�OCTIKPU�HQT�KPXGUVOGPV�GZRGPUGU�CPF
FGHCWNV�TKUM���$GCT�KP�OKPF�VJCV�FGHCWNV�TKUM�UVKNN�JCU�VQ�DG�VCMGP�QHH���6JG�ECRKVCN
TGSWKTGOGPV�KU�KP�CFFKVKQP�VQ�VJG�OCTIKPU�[QW�TGSWKTG�VQ�EQXGT�[QWT�FGHCWNV�TKUM�
YJKEJ�IKXGU�WU�VJG�PGV�URTGCF�UJQYP�KP�VJG�HQWTVJ�EQNWOP���

+çXG�JKIJNKIJVGF�VJG�RTKXCVGU�CV����CPF�VJG�EQPXGPVKQPCN�OQTVICIGU�CV�������5Q
DGHQTG�VJG�YQTNF�QH�/%%54��VJG�DWUKPGUU�NKPGU�YQWNF�JCXG�GPEQWTCIGF�VJGKT
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KPXGUVOGPV�FKXKUKQP�VQ�KPXGUV�CU�JGCXKN[�CU�RQUUKDNG�KP�VJG�RTKXCVG�DQPFU�CPF�VJG
EQPXGPVKQPCN�OQTVICIGU��UWDLGEV�VQ�VJG�WUWCN�TGSWKTGOGPVU�CDQWV�DGKPI�YGNN
FKXGTUKHKGF�CPF�UWHHKEKGPVN[�NKSWKF�CPF�PQV�CUUWOKPI�VQQ�OWEJ�ETGFKV�TKUM��DWV�VJQUG
YQWNF�JCXG�DGGP�VJG�KPXGUVOGPVU�QH�EJQKEG�

TABLE 3
SPREAD COMPARISONS

Asset Class Gross Spread Margins Net Spread Spread

MCCSR-
Adjusted

Provincials 25 10 15 15
Corporate “A” 50 15 35 15
Privates “BBB” 100 25 75 35
NHA Mortgages 50 25 25 25
Conv. Mortgages 150 50 100 20

#HVGT�YG�CFLWUV�HQT�/%%54��TGECNN�VJCV�YG�JCXG�VQ�UWDVTCEV����DCUKU�RQKPVU�HQT�GXGT[
���QH�ECRKVCN�TGSWKTGOGPV���6JG�EQTRQTCVG�UKPING�#U�JCF�C�ECRKVCN�TGSWKTGOGPV�QH
����UQ�YGçXG�VCMGP����DCUKU�RQKPVU�QHH�VJG�PGV�URTGCF�CPF�JCXG�C�/%%54�CFLWUVGF
URTGCF�PQY�QH������9GçXG�VCMGP����DCUKU�RQKPVU�QH�URTGCF�QHH�VJG�$$$�RTKXCVGU�VQ
EQXGT�EQUV�QH�ECRKVCN���(QT�VJG�EQPXGPVKQPCN�OQTVICIGU�YGçXG�JCF�VQ�FGFWEV�C
YJQRRKPI����DCUKU�RQKPVU�VQ�EQXGT�VJGKT�EQUV�QH�ECRKVCN���+H�[QW�TGECNN��VJGKT�ECRKVCN
YCU�CV�VJG����NGXGN���5Q�PQY�VJG�RKEVWTG�JCU�UJKHVGF���+PUVGCF�QH�VJG�GORJCUKU�DGKPI
QP�RTKXCVGU�CPF�EQPXGPVKQPCN��VJG�DWUKPGUU�WPKV�VJCV�KU�DGKPI�FTKXGP�D[�CP�/%%54�QT
ECRKVCN�TGSWKTGOGPV�YKNN�PQY�DG�GZRGEVKPI�RTKXCVG�CPF�0*#�OQTVICIGU�CU�RCTV�QH�KVU
RQTVHQNKQ��

+PVGTGUVKPIN[��6CDNG��	U�PWODGTU�ECWUGF�UQOGYJCV�QH�C�TGCNKV[�EJGEM�HQT�QWT
OCPCIGOGPV���#P�KPVGTGUVKPI�FKUEWUUKQP�GPUWGF��DGECWUG�VJG�QTKIKPCN�RTGOKUG�YCU
VJCV�YG�YQWNF�OCPCIG�QWT�RQTVHQNKQ�VQ�DG�/%%54�GHHKEKGPV���1PEG�[QW�UVCTV�NQQMKPI
CV�UQOG�QH�VJGUG�PWODGTU�CPF�TGCNK\G�JQY�OWEJ�URTGCF�[QWçTG�NGCXKPI�QP�VJG�VCDNG�
KV�OCMGU�[QW�TGVJKPM�VJG�GZVGPV�VQ�YJKEJ�[QWçTG�IQKPI�VQ�DG�FTKXGP�D[�VJG�ECRKVCN
TGSWKTGOGPV���$WV�HQT�C�EQORCP[�VJCV�FQGU�JCXG�NKOKVCVKQPU�QP�KVU�ECRKVCN��VJKU�YQWNF
XGT[�OWEJ�DG�VJG�VTGPF�VJCV�[QW�YQWNF�UGG�KP�VGTOU�QH�VJG�CUUGV�OKZ�

9G�VJGP�UCKF��YGNN��OC[DG�VJGTGçU�UQOG�QVJGT�VJKPIU�YG�ECP�FQ�KP�QWT�KPXGUVOGPV
UVTCVGIKGU�VQ�DGVVGT�YQTM�YKVJKP�VJG�EQPHKPGU�QH�VJG�/%%54�TGSWKTGOGPVU���*GTGçU�CP
GZCORNG�KP�6CDNG�����+H�[QW�KPXGUV�KP�EQPXGPVKQPCN�OQTVICIGU��TGECNN�YG�UCKF�VJG�PGV
URTGCF�YCU�����DCUKU�RQKPVU�CHVGT�CNNQYKPI�HQT�FGHCWNV�CPF�GZRGPUGU��CPF�VJG�EQUV�QH
ECRKVCN�YQWNF�DG����DCUKU�RQKPVU�HQT�CP�/%%54�CFLWUVGF�URTGCF�QH������#P
CNVGTPCVKXG�YQWNF�DG�VQ�KPXGUV�KP�KV�CU�C�RTKXCVG�RNCEGOGPV�VJTQWIJ�C�OQTVICIG�DQPF��
;QW�OKIJV�GPF�WR�IKXKPI�WR�C�NKVVNG�QP�VJKU�PGV�URTGCF���*GTG�YGçTG�UJQYKPI����DCUKU
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RQKPVU�PGV�URTGCF�KPUVGCF�QH�VJG������UQ�[QW�JCXG�VGP�DCUKU�RQKPVU�NGHV�QP�VJG�VCDNG�
DWV�[QWT�EQUV�QH�ECRKVCN�KU�PQYåCUUWOKPI�[QW�ECP�IGV�VJKU�TCVGF�CU�C�$$$�DQPF�
YJKEJ�KP�QWT�ECUG�KV�YQWNF�JCXG�VQ�DG�VQ�CNNQY�VJG�VTCPUCEVKQPåTGFWEGF�VQ����DCUKU
RQKPVU��CPF�[QWT�/%%54�CFLWUVGF�URTGCF�JCU�KORTQXGF�HTQO����VQ����DCUKU�RQKPVU��
�

TABLE 4
ALTERNATE INVESTMENT STRATEGIES

Mortgages vs. Mortgage Bonds

Net Spread 100 b.p. 90 b.p.

Cost of capital 80 b.p. 40 b.p.

MCCSR-Adjusted 20 b.p. 50 b.p.
Spread

Features: assumed to be “BB” assigned a rating
secured by property secured by property and  
mortgage commitment borrower obligations
risk spot market pricing
prepayment privileges limited optionality

9JCV�CTG�VJG�EJCTCEVGTKUVKEU�QH�VJGUG�VYQ�KPXGUVOGPVU!��6JG�OQTVICIG�KU�CUUWOGF�VQ
DG�C�$$��TGICTFNGUU�QH�VJG�SWCNKV[�QH�VJG�OQTVICIG�QT�JQY�YGNN�KVçU�WPFGTYTKVVGP��
9JGTGCU�VJG�OQTVICIG�DQPF��KH�VJG�RTQRGTV[�KU�IQQF�CPF�VJG�NQCP�KU�IQQF��ECP�DG
CUUKIPGF�C�URGEKHKE�TCVKPI�VJCV�TGHNGEVU�VJG�URGEKHKE�PCVWTG�QH�VJCV�OQTVICIG���#PF
JGTG��CU�+�UCKF��YGçXG�CUUWOGF�VJCV�KV�EQWNF�DG�CUUKIPGF�C�TCVKPI�QH�$$$���2GTJCRU�KV
OKIJV�DG�CUUKIPGF�CP�GXGP�DGVVGT�TCVKPI���6JG�OQTVICIG�KU�UGEWTGF�V[RKECNN[�D[
RTQRGTV[��DWV�VJG�OQTVICIG�DQPF�OC[�DG�UGEWTGF�PQV�QPN[�D[�RTQRGTV[��DWV�CNUQ�D[
OQTG�URGEKHKE�QDNKICVKQPU�QH�VJG�DQTTQYGT�CPF�OQTG�URGEKHKE�EQXGPCPVU�QP�VJG�CUUGV��
5Q�KV�KU��KP�HCEV��C�DGVVGT�UGEWTGF�KPXGUVOGPV��

6JG�OQTVICIG�YQWNF�V[RKECNN[�DG�UWDLGEV�VQ�OQTVICIG�EQOOKVOGPV�TKUMU��YJGTGCU
VJG�OQTVICIG�DQPF��DGKPI�C�RTKXCVG�RNCEGOGPV��OKIJV�DG�OQTG�V[RKECNN[�UWDLGEV�VQ
URQV�OCTMGV�RTKEKPI�CV�VJG�VKOG�VJCV�VJG�HWPFU�YGTG�CEVWCNN[�EQOOKVVGF�CPF
FKURGTUGF���#PF�VJG�OQTVICIGU�YKNN�JCXG�OQTG�RTGRC[OGPV�RTKXKNGIGU��YJGTGCU�VJG
OQTVICIG�DQPF�OC[�JCXG�NKOKVGF�QRVKQPCNKV[�

#�UGEQPF�GZCORNG�KU�VJG�GSWKV[�UKFG�
6CDNG������+H�[QW�TGECNN��VJG�GSWKV[�EQOOQP
UVQEM�RQTVHQNKQ�JCF�C�����/%%54�TGSWKTGOGPV��YJKEJ�VTCPUNCVGU�KPVQ�C�����DCUKU�
RQKPV�EQUV�QH�ECRKVCN���+H�[QW�KPXGUV�FKTGEVN[�KP�GSWKV[��[QWT�TGVWTP�YQWNF�DG�CP
KPFGZGF�TGVWTP��RNWU�YJCVGXGT�ICKPU�[QW�ECP�RKEM�WR�HTQO�[QWT�ENGXGT�GSWKV[
OCPCIGT���;QWT�EQUV�QH�ECRKVCN�KU�����DCUKU�RQKPVU���;QWT�/%%54�CFLWUVGF�TGVWTP�KU
[QWT�KPFGZ�NGUU�VJG�����DCUKU�RQKPVU���+H�[QW�IQ�VJG�TQWVG�QH�GSWKV[�FGTKXCVKXGU�KP�C
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%CPCFKCP�OCTMGV�[QW�YKNN�IKXG�WR�UQOG�URTGCF���
+�VJKPM�VJG�7�5��OCTMGV�OC[�DG
OQTG�GHHKEKGPV����5Q�JGTG�YGçXG�UCKF�VJCV�RGTJCRU�[QWT�TGVWTP�KU�TGFWEGF�VQ�VJG�KPFGZ
NGUU����DCUKU�RQKPVU���;QWT�EQUV�QH�ECRKVCN��JQYGXGT��OC[�DG�XGT[�NQY���(QT�VJG�HWVWTG
KV�YQWNF�DG�\GTQ�CPF�HQT�VJG�UYCRU�KV�ECP�DG�CU�NQY�CU�VGP�DCUKU�RQKPVU���5Q�[QWT
/%%54�CFLWUVGF�TGVWTP�KU��KP�HCEV��EQPUKFGTCDN[�KORTQXGF�YJGP�KVçU�CV�VJG�KPFGZ�NGUU
���DCUKU�RQKPVU�

TABLE 5
ALTERNATE INVESTMENT STRATEGIES

Direct Equity vs. Equity Derivatives 
(swaps, futures)

Return Index Plus Trading Gains Index less 40 b.p.

Cost of Capital 300 b.p. 0–10 b.p.

MCCSR-Adjusted Return Index less 300 b.p. Index less 50 b.p.

Features benefits from active Index performance (gains on
management underlying money market)

6JKU�KU�CP�KPVGTGUVKPI�FKNGOOC���+P�OCP[�YC[U�KV�TGCNN[�KU�LWUV�GZRNQKVKPI�VJG�/%%54
HQTOWNC��YJKEJ�TGCNN[�FQGUPçV�YQTM�CNN�VJCV�YGNN�YKVJ�FGTKXCVKXGU���$GCT�KP�OKPF��VJG
HQTOWNC�YCU�HKTUV�UGV�WR�UGXGTCN�[GCTU�CIQ�CPF�FGTKXCVKXGU�JCXG�DGGP�GXQNXKPI�GXGT
UKPEG���#NN�[QWçTG�TGCNN[�FQKPI�JGTG�KU�WUKPI�CP�GSWKV[�UWDUVKVWVKQP�UVTCVGI[�VJCV�TGCNN[
JCU�VJG�UCOG�TKUMU�VQ�KV�CU�VJG�FKTGEV�GSWKV[�GZRQUWTG���5Q�KVçU�TGCNN[�LWUV�CP
GZRNQKVCVKQP�QH�C�DKV�QH�UJQTVHCNN�KP�VJG�HQTOWNC���$WV�VJGTG�CTG�QVJGT�UVTCVGIKGU�[QW
OKIJV�WUG�VJCV�YQWNF�DG�LWUVKHKGF�OQTG�GCUKN[�CU�JCXKPI�FKHHGTGPV�TKUM�EJCTCEVGTKUVKEU���

*GTG�YGçTG�NQQMKPI�CV�FKTGEV�GSWKV[�XGTUWU�CP�QRVKQP�VJCV�+çXG�ECNNGF�éFQYPUKFGê
PQVGU�QT�DQPFU�YKVJ�ECNN�QRVKQPU���6JGTG�CTG�C�PWODGT�QH�HGCVWTGU�CUUQEKCVGF�YKVJ
VJGUG�UVTCVGIKGU���+P�%CPCFC��CV�NGCUV��VJG�GSWKV[�KU�UWDLGEV�VQ�FGHGTTGF�CEEQWPVKPI��
6JG�FKXKFGPFU�HNQY�VJTQWIJ�VJG�KPEQOG�UVCVGOGPV��DWV�CP[�EQORCP[çU�ICKPU�CTG
FGHGTTGF�VJTQWIJ�CP�COQTVK\CVKQP�HQTOWNC���9JGTGCU�WUKPI�C�DQPF�YKVJ�CP�QRVKQP�
VJG�DQPF�KPEQOG�YKNN�HNQY�TKIJV�VJTQWIJ�VQ�VJG�KPEQOG�UVCVGOGPV��

#ICKP��KP�%CPCFC��VJG�GSWKV[�KU�UWDLGEV�VQ�OCTM�VQ�OCTMGV�VCZ��YJKEJ�QWT
IQXGTPOGPV�KORQUGF�QP�WU��KP�YJKEJ�CNN�HQT�VJG�TGCNK\GF�QT�WPTGCNK\GF�ECRKVCN�ICKPU�
QP�[QWT�GSWKV[�CTG�UWDLGEV�VQ�HWNN�KPEQOG�VCZ���9JGTGCU��YKVJ�DQPFU�YKVJ�ECNN
QRVKQPU��VJG�DQPF�KPEQOG�YQWNF�DG�VCZCDNG�CPF�QPN[�VJG�QRVKQPU�YQWNF�DG�OCTM�VQ�
OCTMGV���#NVJQWIJ�VJG�GSWKV[�YKNN�IKXG�[QW�XQNCVKNG�TGVWTPU��VJG�DQPFU�YKVJ�VJG
QRVKQPU�YKNN��KP�HCEV��IKXG�[QW�FQYPUKFG�RTQVGEVKQP���%QUV�QH�ECRKVCN�QP�VJG�GSWKV[�KU
����DCUKU�RQKPVU��YJGTGCU�HQT�VJG�DQPFU�YKVJ�VJG�ECNN�QRVKQPU�VJG�ECRKVCN
TGSWKTGOGPV�JCU�PQY�DGGP�TGFWEGF�VQ�UQOGVJKPI�NGUU�VJCP����DCUKU�RQKPVU���5Q�D[
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WUKPI�C�UVTCVGI[�YKVJ�UQOG�NKOKVGF�RTQVGEVKQP�KPJGTGPV�KP�KV��[QW�ECP�UKIPKHKECPVN[
TGFWEG�VJG�EQUV�QH�ECRKVCN�CUUQEKCVGF�YKVJ�VJKU�V[RG�QH�KPXGUVOGPV�

+çF�NKMG�VQ�UJCTG�YKVJ�[QW�UQOG�YQTM�YG�FKF�KP�QWT�QTICPK\CVKQP�VQ�NQQM�CV�OCPCIKPI
GHHKEKGPV�RQTVHQNKQU�YKVJKP�CP�/%%54�GPXKTQPOGPV���9G�YGTG�NQQMKPI�CV�UVCPFCTF
RQTVHQNKQ�GHHKEKGPV�HTQPVKGTU�CPF��HQT�VJG�UCMG�QH�CTIWOGPV��YG�WUGF�VJG�HQNNQYKPI�
GZRGEVGF�VQVCN�TGVWTPU�HQT�DQPFU��TGCN�GUVCVG��CPF�UVQEMåDQPFU�����TGCN�GUVCVG����
CPF�EQOOQP�UVQEM�������6JGUG�TGVWTPU�YGTG�EJQUGP�DGECWUG�VJG[�UGGOGF�VQ�DG
IGPGTCNN[�CEEGRVCDNG�CPF�CEEGRVGF�D[�UQOG�QH�QWT�UGPKQT�KPXGUVOGPV�RGQRNG�CU
DGKPI�TGCUQPCDNG�PWODGTU��

9G�WUGF�JKUVQTKECN�XQNCVKNKVKGU�CPF�EQTTGNCVKQPU��CPF�VJG�HKTUV�GHHKEKGPV�HTQPVKGT�UJQYU
[QW�YJCV�JCRRGPU�YJGP�[QW�RNQV�VJG�FCVC�WUKPI�VJGUG�FCVC�
%JCTV������6JG�TGVWTP
CUUWORVKQPU�CTG�UJQYP�CV�VJG�VQR��CPF�KH�[QWçNN�TGECNN�VJG�EQPEGRV�QH�VJG�GHHKEKGPV
HTQPVKGTU��YGçTG�RNQVVKPI�TKUM�XGTUWU�TGVWTP��YJGTG�TKUM�KU�FGHKPGF�JGTG�CU�VJG�UVCPFCTF
FGXKCVKQP�QT�XQNCVKNKV[�QH�TGUWNVU���6JG�RNQV�KU�XGT[�OWEJ�CU�[QWçF�GZRGEV���#V�VJG�TKIJV
KU�C�RQTVHQNKQ�QH������UVQEMU���+VçU�VJG�RQTVHQNKQ�VJCV�IKXGU�[QW�[QWT�JKIJGUV�TGVWTP
CPF�[QWT�JKIJGUV�TKUM���+H�[QWçTG�C�OQTG�EQPUGTXCVKXG�KPXGUVQT�CPF�YCPV�VQ�EJQQUG�C
DGVVGT�FKXGTUKHKGF�RQTVHQNKQ��[QW�OKIJV�OQXG�QXGT�VQ�QPG�QH�VJG�RQTVHQNKQU�UJQYP�QP
VJG�NGHV���5Q��HQT�KPUVCPEG��[QW�OKIJV�RKEM�C�RQTVHQNKQ�QH�����DQPFU������TGCN�GUVCVG�
CPF�����UVQEMU�CU�DGKPI�C�YGNN�FKXGTUKHKGF��RTWFGPV�RQTVHQNKQ�VJCV�NKGU�QP�VJCV
GHHKEKGPV�HTQPVKGT��

CHART 1
EFFICIENT FRONTIER—BONDS, REAL ESTATE, AND STOCKS
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9JCV�JCRRGPU�YJGP�YG�HCEVQT�KP�VJG�EQUV�QH�ECRKVCN�VQ�VJG�GZGTEKUG!��9GNN��VYQ
VJKPIU�JCRRGP�CU�UJQYP�KP�%JCTV�����(KTUV��VJG�GHHKEKGPV�HTQPVKGT�JCU�UJKHVGF�FQYP���#NN
QH�VJG�TGVWTPU�CTG�TGFWEGF��DGECWUG�VJG�EQUV�QH�ECRKVCN�JCU�VQ�DG�UWDVTCEVGF�HTQO�VJG
TGVWTPU���$WV�OQTG�KPVGTGUVKPIN[��VJG�YJQNG�ITCRJ�HNKRU�QXGT���9JGTGCU�KP�%JCTV���VJG
VQR�TKIJV�OQUV�RQKPV�YCU�VJG������UVQEM�RQTVHQNKQ��PQY�VJCV�YGçXG�CFLWUVGF�HQT
/%%54��CPF�VJG�JKIJGUV�TGVWTP�RQTVHQNKQ�KU������DQPFU���+H�[QW�NQQM�CV�QWT�YGNN�
FKXGTUKHKGF�GHHKEKGPV�RQTVHQNKQ�VJCV�YG�RKEMGF�QXGT�VQ�VJG�NGHV��YG�UGG�VJCV�YGçXG�PQY
RKEMGF�C�RQTVHQNKQ�YKVJ�����DQPFU������TGCN�GUVCVG��CPF�����UVQEMU���5Q�VJG�TGCN
GUVCVG�JCU�DGGP�TGFWEGF�UNKIJVN[���6JG�GSWKVKGU�JCXG�DGGP�TGFWEGF�SWKVG�C�DKV��CPF
VJG�QHHUGV��QH�EQWTUG��KU�KP�DQPFU�

CHART 2
BONDS, REAL ESTATE, AND STOCKS

9G�VJGP�VQQM�VJKU�QPG�UVGR�HWTVJGT��DGECWUG�YG�TGECNNGF�VJCV�OCP[�KPUWTCPEG
EQORCPKGU�YQWNF�DG�OCPCIKPI�VJGKT�RQTVHQNKQU�VQ�OQTG�VJCP�LWUV�VJG�DCTG�OKPKOWO
QH�VJG�/%%54�HQTOWNC���9G�CUMGF��YJCV�KH�[QW�YGTG��HQT�KPUVCPEG��OCPCIKPI�VQ
OCKPVCKP�[QWT�ECRKVCN�VQ�CV�NGCUV�VJG������NGXGN�QH�VJG�/%%54!��#U�UJQYP�KP�%JCTV
���VJG�TGVWTPU�JCXG�UJKHVGF�GXGP�HWTVJGT�FQYP��RCTVKEWNCTN[�HQT�VJG�TGCN�GUVCVG�CPF
UVQEMU��CPF�QWT�GHHKEKGPV�RQTVHQNKQ�JCU�DGGP�HWTVJGT�UJKHVGF�KPVQ�DQPFU�CPF�QWV�QH�VJG
TGCN�GUVCVG�CPF�UVQEMU��

6Q�UWOOCTK\G��KP�6CDNG����[QW�ECP�UGG�VJG�RQTVHQNKQ�UJKHVKPI���+V�UVCTVU�QWV�YKVJ�VJG
TQWIJN[�QPG�VJKTF�URNKV�COQPI�VJG�VJTGG�FKHHGTGPV�CUUGV�ENCUUGU�CPF�GPFU�WR�YKVJ�C
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JGCX[�GORJCUKU�QP�VJG�DQPFU�CPF�HCT�NGUUGT�GORJCUKU�QP�VJG�GSWKV[�UV[NG
KPXGUVOGPVU�

TABLE 6
EFFICIENT ASSET MIX

Before MCCSR 100% MCCSR 150% MCCSR

Bonds 30% 50% 60%
Real Estate 35 30 25
Common Stock 35 20 15

+PVGTPCNN[��YG�YGTG�NQQMKPI�CV�UQOG�QH�VJGUG�PWODGTU�CPF�VJG�HGGFDCEM�HTQO�QWT
KPXGUVOGPV�RGQRNG�YCU�VJG[�YQWNF�PGXGT�KPXGUV���ä����KP�TGCN�GUVCVG���6JG�YKUFQO
QH�VJG�KPXGUVOGPV�EQOOWPKV[�KU�VJCV�CP�CRRTQRTKCVG�OKZ�HQT�TGCN�GUVCVG�KU������
%QWNF�YG�YQTM�QWT�PWODGTU�CICKP�VQ�IGV�����TGCN�GUVCVG!�

6Q�EQOG�QWV�YKVJ�VJG�EQTTGEV�TGUWNVU��YG�WUGF�UQOG�UNKIJVN[�FKHHGTGPV�TGVWTP
CUUWORVKQPU���$CUGF�QP�UQOG�FKUEWUUKQPU�YGçF�JCF�YKVJ�UQOG�RGQRNG�CDQWV
GZRGEVCVKQPU��YG�CUUWOG����HQT�DQPFU�����HQT�TGCN�GUVCVG��CPF�������HQT�EQOOQP
UVQEM��KP�VJKU�ECUG���9G�UVKNN�WUGF�VJG�JKUVQTKECN�EQTTGNCVKQPU��DWV�YG�CFLWUVGF�VJG
XQNCVKNKVKGU�HQT�TGCN�GUVCVG�VQ�HQTEG�VJG�TGCN�GUVCVG�VQ�EQOG�QWV�VQ�����QH�VJG�RQTVHQNKQ��
0QY�+�VJKPM�VJGTGçU�CP�KPVGTGUVKPI�QDUGTXCVKQP�JGTG���9JGP�CP�KPXGUVOGPV�OCPCIGT
EJQQUGU�VQ�RWV�����CPF�PQ�OQTG�KPVQ�TGCN�GUVCVG��JG�QT�UJG�KU�KORNKEKVN[�CUUWOKPI
VJCV�VJG�XQNCVKNKV[�HQT�TGCN�GUVCVG�KU�SWKVG�C�DKV�JKIJGT�VJCP�YJCV�HCNNU�QWV�QH�VJG
JKUVQTKECN�FCVC���%QPUKFGTKPI�JQY�VJG�OCTMGV�XCNWGU�CTG�UGV�HQT�TGCN�GUVCVG��VJCV�OC[
YGNN�DG�VTWG���6JG�WPFGTN[KPI�VTWG�XQNCVKNKV[�HQT�TGCN�GUVCVG�OC[�YGNN�DG�JKIJGT�VJCP
YJCV�HCNNU�QWV�QH�VJG�VTCFKVKQPCN�KPFGZ�VJGQTKGU��

6JG�QVJGT�RKGEG�VQ�VJKU�RW\\NG��DGECWUG�VQ�OCMG�KV�YQTM�VJGTG�JCF�VQ�DG�CP�QHHUGV��KU
VJCV�YG�CNUQ�CFLWUVGF�VJG�XQNCVKNKV[�QH�VJG�DQPFU��DGECWUG�[QW�ECPçV�EJCPIG�QPG
PWODGT�YKVJQWV�EJCPIKPI�VJG�QVJGT�VQ�OCMG�KV�CNN�YQTM���9G�UCKF�VJCV�VJG�KORNKGF
DQPF�XQNCVKNKV[�YCU��KP�HCEV��EQPUKFGTCDN[�NQYGT�VJCP�YJCV�YG�YGTG�WUKPI�HTQO�VJG
KPFGZ�UGTKGU���#ICKP��+�IWGUU�O[�QYP�VCMG�KU�VJCV�VJGTG�OKIJV�DG�C�EGTVCKP�YKUFQO�VQ
VJCV���*KUVQTKECNN[��KPXGUVOGPV�OCPCIGTU�XKGY�DQPFU�CU�DGKPI�XGT[�UVCDNG�CPF�UGEWTG
KPXGUVOGPVU���9G�JCXG�C�ITCRJ�QP�VJG�YCNN�QH�QWT�DQPF�TQQO�VJCV�UJQYU�VJG�CEVWCN
XQNCVKNKV[�QH�DQPF�OCTMGVU���+P�VJG�����U�CPF�����U�VJCV�OC[�YGNN�JCXG�DGGP�VTWG�
VJG�DQPF�OCTMGVU�YGTG�PQV�XGT[�XQNCVKNG���$WV�KH�[QW�NQQM�CV�VJGO�PQY��VJG[çTG�GCUKN[
LWUV�CDQWV�CU�XQNCVKNG�CU�VJG�GSWKV[�OCTMGV���5Q�YG�YGTG�WUKPI�JKIJGT�XQNCVKNKVKGU�HQT
TGCN�GUVCVG�VQ�HQTEG�VJG�TGCN�GUVCVG�FQYP�VQ�����CPF�VJCV�HQTEGF�QWT�XQNCVKNKV[�HQT
DQPFU�FQYP�HTQO�VJG�CEVWCN�JKUVQTKECN�XQNCVKNKVKGU��
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9JCV�YG�IQV�YCU�VJG�HQNNQYKPI�TGUWNVU�CU�UJQYP�KP�%JCTV�����6JG�GHHKEKGPV�RQTVHQNKQU
CTG�VJG�VYQ�QP�VJG�WRRGT�TKIJV���5Q�QPG�GHHKEKGPV�RQTVHQNKQ�[QW�OKIJV�UGNGEV�HTQO�VJKU
YQWNF�DG�����DQPFU������TGCN�GUVCVG��CPF�����GSWKV[���#PQVJGT�UNKIJVN[�OQTG
EQPUGTXCVKXG�OKZ��YKVJ�C�NQYGT�TGVWTP��YQWNF�DG�����DQPFU������TGCN�GUVCVG��CPF
����GSWKV[���

CHART 3
EFFICIENT FRONTIER—BONDS, REAL ESTATE, AND EQUITY

6JGP�YG�UCKF�YJCV�JCRRGPU�KH�YG�RNQV�QWT�/%%54�GHHKEKGPV�RQTVHQNKQU�QP�VJKU�UCOG
EJCTV!��+H�[QW�NQQM�CV�VJG�USWCTGU��VJQUG�CTG�VJG�USWCTGU�QHH�VQ�VJG�NGHV���+H�YG�UJKHV�QWT
RQTVHQNKQ�VQ�DG�VJG�RQTVHQNKQ�VJCVçU�HWNN[�GHHKEKGPV�WPFGT�C������/%%54�TGSWKTGOGPV�
[QW�ECP�UGG�VJCVçU�EQOG�TKIJV�FQYP�VQYCTFU�VJG�EWUR�QH�[QWT�GHHKEKGPV�HTQPVKGT���+V
JCUPçV�IQPG�VQQ�HCT�[GV��DWV�KVçU�EGTVCKPN[�C�HCT�OQTG�EQPUGTXCVKXG�RQTVHQNKQ�VJCP�YJCV
[QW�OKIJV�QVJGTYKUG�JCXG�EJQUGP���+H�[QW�IQ�QPG�UVGR�HWTVJGT�CPF�VCMG�[QWT�����
GHHKEKGPV�RQTVHQNKQ��VJKU�QPG�JCU�IQPG�TKIJV�CTQWPF�VJG�DGPF���+VçU�XKTVWCNN[�QP�VJG
OQUV�KPGHHKEKGPV�RCTV�QH�[QWT�HTQPVKGT�KP�C�VTWG�KPXGUVOGPV�EQPVGZV�

6CDNG���UJQYU�WU�YJCV�JCRRGPGF�VQ�QWT�CUUGV�OKZ�CU�YG�CNNQYGF�VJG�/%%54�HCEVQT
VQ�KPHNWGPEG�QWT�KPXGUVOGPV�CUUGV�OKZ�FGEKUKQP���2QTVHQNKQ�$�OKIJV�DG�C�V[RKECN
RQTVHQNKQ�VJCV�UQOGQPG�OKIJV�EJQQUG���(QTV[�HKXG�RGTEGPV�DQPFU������KP�TGCN�GUVCVG�
CPF�����KP�UVQEM���#U�YG�CNNQYGF�VJG�/%%54�VQ�KORCEV�QWT�KPXGUVOGPV�FGEKUKQP�
VJG�DQPFU�UVCTVGF�VQ�KPETGCUG�KP�VJG�RQTVHQNKQ���6JG�UVQEMU�FGETGCUGF�EQPUKFGTCDN[
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CPF�GXGPVWCNN[�YQTMGF�VJGKT�YC[�TKIJV�FQYP�VQ�\GTQ���6JG�TGCN�GUVCVG��KPVGTGUVKPIN[�
CEVWCNN[�KPKVKCNN[�KPETGCUGU���#NVJQWIJ�YG�JCXG�VJG�FTGCFGF�����TGCN�GUVCVG�VJCV�QWT
KPXGUVOGPV�RGQRNG�YQWNF�YCPV�VQ�UGG��KV�GXGPVWCNN[�EQOGU�DCEM�FQYP�VQ�����QPEG
YG�RWUJ�VJG�/%%54�WR�VQ�������

TABLE 7
EFFICIENT ASSET MIX

Portfolio “A” Portfolio “B” “C” “D”
100% MCCSR 150% MCCSR

Bonds 25% 45% 60% 85%
Real Estate 15 15 30 15
Common Stock 60 40 10 -

/T��9KUGDNCVV���+çF�NKMG�VQ�VCNM�VQ�[QW�CDQWV�OCPCIKPI�4$%�VJTQWIJ�TGKPUWTCPEG��
9JGP�YG�VCNM�CDQWV�OCPCIKPI�4$%�YJCV�YG�TGCNN[�OGCP�KU�VJCV�YG�YCPV�VQ�OCPCIG
VJG�ECRKVCN�NGXGN�QH�VJG�EQORCP[�TGNCVKXG�VQ�CP�4$%�UVCPFCTF���6Q�FQ�VJCV�YG�ECP
GKVJGT�OCPCIG�VJG�PWOGTCVQT��YJKEJ�KU�VJG�ECRKVCN�NGXGN�QT�VJG�CFLWUVGF�ECRKVCN�NGXGN�
QT�YG�ECP�OCPCIG�VJG�FGPQOKPCVQT��YJKEJ�KU�VJG�4$%�UVCPFCTF��

(KTUV��+çF�NKMG�VQ�VCNM�CDQWV�C�HGY�YC[U�VQ�OCPCIG�4$%�VJTQWIJ�VJG�PWOGTCVQT��
VJTQWIJ�VJG�ECRKVCN�NGXGN���#�EQORCP[�ECP�TGKPUWTG�C�NKPG�QH�DWUKPGUU�VQ�C�TGKPUWTGT
CPF�IGV�C�EGFKPI�EQOOKUUKQP��YJKEJ�YQWNF�DG�EQORGPUCVKQP�HQT�HWVWTG�RTQHKVU���#
EQORCP[�ECP�CNUQ�TCKUG�GSWKV[��YJKEJ�D[�FGHKPKVKQP�TCKUGU�VJG�ECRKVCN�NGXGN���#�
EQORCP[�ECP�RWTEJCUG�EQPVKPIGPV�GSWKV[���6JKU�KU�FQPG�OQTG�QP�VJG�RTQRGTV[�CPF
ECUWCNV[�UKFG��DWV�KV�YQTMU�LWUV�CU�YGNN�HQT�NKHG�EQORCPKGU��YJGTG�C�EQORCP[�YQWNF
IGV�C�EQOOKVOGPV�HQT�C�HWVWTG�KPHWUKQP�QH�ECRKVCN�WRQP�UQOG�CFXGTUG�EQPVKPIGPE[��
#NVJQWIJ�VJCV�FQGUPçV�TCKUG�GSWKV[�VQFC[�CPF�KV�YQWNFPçV�TCKUG�VJG�0#+%�4$%�TCVKQ
VQFC[��KV�FQGU�OCPCIG�HWVWTG�TGUWNVU�CPF��VJGTGHQTG��EQWNF�RQUUKDN[�CHHGEV�TCVKPIU
RQUKVKXGN[���#�EQORCP[�EQWNF�CNUQ�KUUWG�UWTRNWU�PQVGU�QT�ECRKVCN�PQVGU���6JQUG�CTG
VTGCVGF�CU�ECRKVCN���#PQVJGT�QRVKQP�C�EQORCP[�JCU�KU�VQ�TGFWEG�VJG�DWUKPGUU�VJCV�KV
YTKVGU�QT�GXGP�GNKOKPCVG�YTKVKPI�PGY�DWUKPGUUåRCTVKEWNCTN[�KP�NKPGU�VJCV�CTG�UWTRNWU
KPVGPUKXGåCPF�VJCV�YQWNF�TGNKGXG�ECRKVCN�RTGUUWTGU�CPF�VJWU�KPETGCUG�ECRKVCN�TGNCVKXG
VQ�VJG�CNVGTPCVKXGU�

#P[�QH�VJGUG�EQWNF�DG�CRRTQRTKCVG�KP�C�IKXGP�EKTEWOUVCPEG��DWV�TGKPUWTCPEG�JCU
UGXGTCN�CFXCPVCIGU���1PG��KV�CHHGEVU�DQVJ�VJG�PWOGTCVQT�CPF�VJG�FGPQOKPCVQT���$[
VTCPUHGTTKPI�TKUM�VQ�C�TGKPUWTGT�VJG�EQORCP[�KU�CDNG�VQ�TGFWEG�VJG�TKUM�VQ�KVU�DQQMU
CPF��CNUQ��JCXG�C�TGFWEVKQP�KP�VJG�4$%�VJCV�VJG�EQORCP[�PGGFU�VQ�JQNF��
4GKPUWTCPEG�ECP�CNUQ�CNNQECVG�ECRKVCN�OQTG�GHHKEKGPVN[���#�EQORCP[�EQWNF�EGFG
DWUKPGUU�VJCV�JCU�QPG�NGXGN�QH�TGVWTP�CPF�WUG�VJCV�KP�QTFGT�VQ�YTKVG�PGY�DWUKPGUU�VJCV
C�EQORCP[�GZRGEVU�VQ�GCTP�C�JKIJGT�TGVWTP��
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4GKPUWTCPEG�KU�CNUQ�VCTIGVGF�VQ�C�NKPG�QT�NKPGU�QH�DWUKPGUU���5Q�KH�C�EQORCP[�JCU�NKPGU
QH�DWUKPGUU�VJCV�CTG�UGGP�D[�CWFKGPEGU�CU�RTQDNGO�NKPGU��TGKPUWTCPEG�ECP�GHHGEVKXGN[
OCPCIG�VJQUG�CU�QRRQUGF�VQ�QVJGT�CNVGTPCVKXGU�VJCV�UVKNN�NGCXG�VJQUG�NKPGU�XWNPGTCDNG
VQ�CVVCEM���+P�CFFKVKQP��TGKPUWTCPEG�ECP�CNNQY�C�EQORCP[�VQ�OCKPVCKP�HNGZKDKNKV[�D[
YQTMKPI�YKVJ�QPG�QT�VYQ�TGKPUWTCPEG�RCTVPGTU���4GKPUWTCPEG�OC[�OCMG�KV�GCUKGT�VQ
EJCPIG�FKTGEVKQPU�KP�UVTCVGI[�VJCP�YKVJ�QVJGT�OGVJQFU���

9JCV�KU�VJG�XCNWG�QH�TGKPUWTCPEG!��4GKPUWTCPEG�ECP�HTGG�WR�ECRKVCN�HQT�C�EQORCP[�VQ
WUG�GKVJGT�VQ�OCPCIG�VJG�TCVKPIU�QH�VJG�EQORCP[�QT�VQ�ITQY�PGY�DWUKPGUU��
4GKPUWTCPEG�ECP�UJKHV�VJG�NQY�TGVWTP�DWUKPGUU�VQ�C�TGKPUWTGT�KP�QTFGT�VQ�IGV�UWD�RCT
TGVWTP�DWUKPGUU�QHH�VJG�DQQMU�CPF��CV�VJG�UCOG�VKOG��KPETGCUG�VJG�TGVWTP�QP�ECRKVCN�QH
VJG�DWUKPGUU�VJCVçU�NGHV�KP�VJG�EQORCP[çU�RQTVHQNKQ���(KPCNN[��TGKPUWTCPEG�ECP�RTQXKFG
C�UGEQPF�QRKPKQP�QT�C�XCNKFCVKQP�QH�VJG�XCNWG�QH�C�DNQEM�YJGP�FGCNKPI�YKVJ�VJG
EQORCP[çU�CWFKGPEGU�

1P�VJG�UWTHCEG��KV�OC[�UGGO�FKHHKEWNV�VQ�HKPF�UKVWCVKQPU�KP�YJKEJ�TGKPUWTCPEG�ECP�HTGG
WR�ECRKVCN���#HVGT�CNN��VJG�TGKPUWTGT�JCU�VQ�GCTP�C�TGVWTP�QP�KVU�ECRKVCN���+P�QTFGT�HQT
TGKPUWTCPEG�VQ�YQTM��VJG�ECRKVCN�EQUV�QH�VJG�TGKPUWTGT��RNWU�GZRGPUGU��OWUV�DG�NGUU
VJCP�VJG�XCNWG�VQ�VJG�EQORCP[�QH�VJG�HTGGF�WR�ECRKVCN���6JGTG�CTG�UGXGTCN�UKVWCVKQPU
YJGTG�KV�KU�RQUUKDNG�VQ�OCPCIG�C�EQORCP[çU�ECRKVCN�PGGFU�VJTQWIJ�VJG�WUG�QH
TGKPUWTCPEG���6JG�HKTUV�UKVWCVKQP�KU�YJGP�VJG�TGKPUWTGT�JCU�OQTG�ECRKVCN�VJCP�KV�ECP
WUG���+P�VJKU�ECUG��VJG�TGKPUWTGT�OKIJV�DG�YKNNKPI�VQ�CEEGRV�C�NQYGT�TGVWTP�QP�VJCV
ECRKVCN�VJCP�KVU�JWTFNG�TCVG��UKPEG�VJG�CNVGTPCVKXG�VQ�VJG�VTCPUCEVKQP�YQWNF�DG�VJCV�KV
YQWNF�QPN[�GCTP�KVU�KPXGUVOGPV�KPEQOG�TCVG�QP�VJG�ECRKVCN���#�UGEQPF�KPUVCPEG�KU
YJGP�VJG�TGKPUWTGT�JCU�C�OQTG�QRVKOKUVKE�XKGY�QH�HWVWTG�GZRGTKGPEG�VJCP�VJG
EQORCP[���6JKU�EQWNF�DG�FWG�VQ�C�FKHHGTGPV�CUUGUUOGPV�QH�OQTVCNKV[�QT�OQTDKFKV[�
KPXGUVOGPV�KPEQOG��QT�GZRGPUGU���(KPCNN[��TGKPUWTCPEG�ECP�DG�WUGF�VQ�OCPCIG�C
EQORCP[çU�ECRKVCN�YJGP�VJG�TGKPUWTGT�JCU�FKHHGTGPV�ECRKVCN�TGSWKTGOGPVU�VJCP�VJG
EQORCP[��CPF�KP�RCTVKEWNCT��EQPUVTWEVU�CP�CTTCPIGOGPV�YJGTG�KVU�ECRKVCN
TGSWKTGOGPVU�CTG�NGUU�VJCP�VJG�EQORCP[çU�TGSWKTGOGPVU�QP�VJCV�DNQEM��+�CO�PQV
KORN[KPI�VJCV�VJG�TGKPUWTGT�KU�WPFGTECRKVCNK\GF��TCVJGT��VJCV�VJG�TGKPUWTGT�KU�RTKEKPI
VJG�DNQEM�DCUGF�QP�C�NQYGT�NGXGN�QH�TGSWKTGF�ECRKVCN�

/CP[�EQORCPKGU�WUG�C�OWNVKRNG�QH�VJG�0#+%�4$%�HQTOWNC�QT�C�UKOKNCT�V[RG�QH
HQTOWNC�VQ�OGCUWTG�VJGKT�ECRKVCN�TGSWKTGOGPVU���6JKU�KU�CRRTQRTKCVG�HQT�OCP[�TGCUQPU�
QPG�QH�YJKEJ�KU�VJCV�VJG�OCTMGV�UQOGVKOGU�EQORCTGU�EQORCPKGU�QP�VJKU�DCUKU��
*QYGXGT��VJG�0#+%�4$%�HQTOWNC�OC[�PQV�DG�C�IQQF�VJGQTGVKECN�OGCUWTG�QH�VJG�TKUM
QH�C�IKXGP�DNQEM�QH�DWUKPGUU���(QT�QPG��VJG�QTKIKPCN�RWTRQUG�QH�4$%�YCU�UQ�VJG�0#+%
EQWNF�KFGPVKH[�VJQUG�EQORCPKGU�VJCV�JCF�C�UWDUVCPVKCN�TKUM�QH�KPUQNXGPE[���(QT�VJCV
RWTRQUG��VJG�0#+%�HQTOWNC�YQTMU�TCVJGT�YGNN���*QYGXGT��VJG�HQTOWNC�YCU�PQV�OGCPV
VQ�EQORCTG�VYQ�EQORCPKGU�YKVJ�JGCNVJ[�ECRKVCN�TCVKQU�CPF�FQGU�PQV�GHHGEVKXGN[�FQ
UQ���9JGVJGT�QT�PQV�VJG�HQTOWNC�EQTTGEVN[�OGCUWTGU�VJG�TKUM�NGXGN�QH�VJG�KPFWUVT[�QP
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CXGTCIG��KV�KU�PQV�CP�CEEWTCVG�OGCUWTG�HQT�CNN�EQORCPKGU��CPF�YKVJKP�C�EQORCP[��KV�KU
PQV�CP�CEEWTCVG�OGCUWTG�QH�TKUM�HQT�CNN�NKPGU�QH�DWUKPGUU�

%QORCPKGU�JCXG�FKHHGTGPEGU�KP�VJGKT�DWUKPGUUGU�VJCV�VJG�HQTOWNC�ECPçV�CEEQWPV�HQT��
%QORCPKGU�JCXG�FKHHGTGPV�DNQEMU�QH�DWUKPGUU��FKHHGTGPV�WPFGTYTKVKPI�UVCPFCTFU�
FKHHGTGPV�RQNKE[�HQTOU��FKHHGTGPV�OCTMGVU��CPF�FKHHGTGPV�FKUVTKDWVKQP���(QT�GZCORNG�
CUUWOG�UGXGTCN�EQORCPKGU�JCXG�UKOKNCT�EJCTCEVGTKUVKEU�CPF�UKOKNCT�TCVGU��DWV�QPG
EQORCP[�JCU�OQTG�EQPUGTXCVKXG�WPFGTYTKVKPI���6JCV�EQORCP[çU�TCVGU�YQWNF�VJGP�DG
OQTG�UWHHKEKGPV�CPF��VJGTGHQTG��VJG�NKPG�YQWNF�PGGF�NGUU�ECRKVCN�VJCP�VJG�QVJGTU��

#�EQORCP[�VJCV�YTKVGU�OQTG�VGTO�OC[�JCXG�FKHHGTGPV�TKUM�EJCTCEVGTKUVKEU�VJCP�C
EQORCP[�VJCV�JCU�OQTG�YJQNG�NKHG���#�EQORCP[�YKVJ�VGTO�VJCV�JCU�OQTG�RQUUKDKNKV[
HQT�CPVKUGNGEVKQP�OKIJV�PGGF�OQTG�ECRKVCN�VJCP�QVJGT�EQORCPKGU���#�EQORCP[�VJCV
YQTMU�YKVJ�DTQMGT�FKUVTKDWVKQP�OC[�DG�OQTG�XWNPGTCDNG�VQ�CPVKUGNGEVKQP�VJCP�C
EQORCP[�YKVJ�KVU�QYP�CIGPVU���#�EQORCP[�VJCV�VTKGU�VQ�IGV�GZVTC�TGVWTP�O[
OKUOCVEJKPI�CUUGVU�CPF�NKCDKNKVKGU�YQWNF�JCXG�OQTG�TKUM�VJCP�C�EQORCP[�VJCV
OCVEJGU�OQTG�CRRTQRTKCVGN[���(QT�VYQ�QVJGTYKUG�UKOKNCT�EQORCPKGU��C�EQORCP[�YKVJ
C�JKIJGT�RGT�NKHG�TGVGPVKQP�OC[�JCXG�JKIJGT�TKUM���(KPCNN[��QPG�QH�VJG�UVTCPIG
EJCTCEVGTKUVKEU�QH�VJG�4$%�HQTOWNC��C�EQORCP[�VJCV�FGEKFGU�VQ�UVTGPIVJGP�KVU�TGUGTXGU
VJGQTGVKECNN[�UJQWNF�DG�CDNG�VQ�TGFWEG�KVU�NGXGN�QH�CFFKVKQPCN�ECRKVCN��DWV�KPUVGCF��JCU
JKIJGT�4$%�TGSWKTGOGPVU�

6JGTG�CTG�YC[U�VQ�XKGY�ECRKVCN�KP�CFFKVKQP�VQ�VJG�EQOOQP�HQTOWNCU���#U�CP
GZCORNG��+�YQWNF�NKMG�VQ�IKXG�UQOG�KPUKIJV�KPVQ�JQY�VJG�<WTKEJ�%GPVTG�)TQWR�NQQMU
CV�ECRKVCN���9G�CNNQECVG�ECRKVCN�DCUGF�QP�VJG�XQNCVKNKV[�QH�HWVWTG�ECUJ�HNQYU�QH�QWT
DWUKPGUU���9G�YKNN�NQQM�CV�VJG�TKUM�EJCTCEVGTKUVKEU�QH�GCEJ�FGCN�KPFKXKFWCNN[��CPF�CNUQ
IKXG�UQOG�EQPUKFGTCVKQP�VQ�VJG�GHHGEV�QH�CFFKPI�GCEJ�FGCN�KPVQ�C�FKXGTUKHKGF�RQTVHQNKQ��
9G�CUUGUU�VJG�XQNCVKNKV[�QH�C�FGCNçU�ECUJ�HNQYU�D[�OQFGNKPI�VJG�FGCN��KPEQTRQTCVKPI�CU
OCP[�RCTCOGVGTU�CU�YG�HGGN�CRRTQRTKCVG�VQ�QDVCKP�C�TGCUQPCDNG�FKUVTKDWVKQP�QH�HWVWTG
QWVEQOGU��CPF�TWPPKPI�VJQWUCPFU�QH�UKOWNCVKQPU���9G�VJGP�FKXKFG�VJG�PGEGUUCT[
ECRKVCN�TGSWKTGOGPVU�KPVQ�VYQ�RKGEGU��TKUM�ECRKVCN�CPF�HCEG�ECRKVCN�

9G�YKNN�FGVGTOKPG�VJG�COQWPV�QH�ECRKVCN�VJCV�YQWNF�DG�UWHHKEKGPV�KP�C�NCTIG�OCLQTKV[
QH�UEGPCTKQU���6JKU�ECRKVCN��VJG�COQWPV�QH�ECRKVCN�VTWN[�PGGFGF�VQ�UWRRQTV�VJG�TKUMU�YG
CUUWOG��YG�ECNN�é#V�4KUM�%CRKVCN�ê�QT�é#4%�ê��6JG�OGVJQFQNQI[�VQ�QDVCKP�VJKU
COQWPV�OKIJV�DG�UKOKNCT�VQ�C�TKUM�QH�TWKP�CPCN[UKU�QT�C�é8CNWG�CV�4KUMê�OGVJQFQNQI[��
6JKU�COQWPV�QH�ECRKVCN��JQYGXGT��OC[�PQV�DG�VJG�COQWPV�QH�ECRKVCN�VJCV�VJG�OCTMGV
VJKPMU�YG�PGGF���6JG�é/CTMGV�2GTEGRVKQP�%CRKVCN�ê�CU�YG�ECNN�KV��KU�WUWCNN[�OGCUWTGF
D[�KPFWUVT[�PQTOU��YJKEJ�EQWNF�OGCP�VJG�0#+%�4$%�HQTOWNC�QT�UQOG�QVJGT
HQTOWNC���6JG�FKHHGTGPEG�DGVYGGP�VJG�é/CTMGV�2GTEGRVKQP�%CRKVCNê�CPF�VJG�é#V�4KUM
%CRKVCNê�YG�ECNN�VJG�é(CEG�%CRKVCN�ê
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+P�ECNEWNCVKPI�QWT�EQUV�QH�ECRKVCN�QP�C�DNQEM��YG�VCMG�KPVQ�CEEQWPV�VJCV�VJG�VYQ
RKGEGU�VJCV�OCMG�WR�VJG�é/CTMGV�2GTEGRVKQP�%CRKVCNê�JCXG�EQORNGVGN[�FKHHGTGPV�TKUM
EJCTCEVGTKUVKEU���6JG�é#V�4KUM�%CRKVCN�ê�VJG�COQWPV�VJCV�YG�JQNF�DCUGF�QP�VJG�TKUM�QH
VJG�DNQEM��KU�GSWKXCNGPV�VQ�GSWKV[��CPF�UQ�VJKU�COQWPV�UJQWNF�GCTP�GSWKV[�TGVWTPU��
1P�VJG�QVJGT�JCPF��VJG�é(CEG�%CRKVCNê�KU�TGNCVKXGN[�TKUM�HTGG�ECRKVCN��UQ�YG�VJKPM�QH
VJKU�ECRKVCN�CU�KH�YG�EQWNF�DQTTQY�VJKU�ECRKVCN���$[�VTGCVKPI�KV�CU�FGDV�NKMG�ECRKVCN��VJG
EQUV�KU�UKORN[�VJG�PGICVKXG�URTGCF�QP�HWPFU��VJG�FKHHGTGPEG�DGVYGGP�VJG�TCVG�YG�GCTP
CPF�VJG�EQUV�QH�DQTTQYKPI�VJQUG�HWPFU��CPF�YG�VTGCV�VJKU�FKHHGTGPEG�CU�CP�GZRGPUG��
6JG�VQVCN�%QUV�QH�%CRKVCN�KU�VJGP�UKORN[�C�YGKIJVGF�CXGTCIG�TGVWTP�QH�VJG�é#V�4KUM
%CRKVCNê�CPF�VJG�é(CEG�%CRKVCN�ê

6Q�IKXG�CP�GZCORNG�QH�JQY�VJKU�YQWNF�YQTM��+�YKNN�CUUWOG�VJCV�C�IKXGP�RTQFWEV�NKPG
QH�%QORCP[�:�KU�GCTPKPI�CPPWCN�RTQHKVU�QH����QP�ECRKVCN�QH�������HQT�CP�CPPWCN
TGVWTP�QP�ECRKVCN��KIPQTKPI�VCZ��QH������+H�C�����SWQVC�UJCTG�QH�VJG�DNQEM�KU
EQKPUWTGF��%QORCP[�:�KU�NGHV�YKVJ�ECRKVCN�QH�����CPF�RTQHKVU�QH�����6JKU�KP�CPF�QH
KVUGNH�YQWNF�DG�C�IQQF�QWVEQOG�HQT�%QORCP[�:���+V�JCU�NKOKVGF�KVU�ECRKVCN�VJCV�KU
GCTPKPI�C�UWD�RCT�TGVWTP��YJKEJ�KPETGCUGU�VJG�CXGTCIG�TGVWTP�QH�VJG�EQORCP[�CPF
TGNGCUGU�ECRKVCN�HQT�DGVVGT�QRRQTVWPKVKGU���*QYGXGT��YG�CNUQ�CUUWOG�JGTG�VJCV�VJG
TGKPUWTGT�QHHGTU�C�RTQHKV�UJCTG�QH����DCEM�VQ�%QORCP[�:��YJKEJ�KPETGCUGU�VJG�TGVWTP
QH�VJG�EQORCP[çU�NKPG�HTQO����VQ�������6JG�NKPG�PQY�JCU�OGV�CPF�GXGP�GZEGGFGF
VJG�EQORCP[çU�JWTFNG�TCVG�

*QY�YCU�VJG�TGKPUWTGT�CDNG�VQ�PQV�QPN[�VCMG�VJG�DNQEM�UVTCKIJV�WR��DWV�CNUQ�QHHGT�C
RTQHKV�UJCTG!��9GNN��NGVçU�CUUWOG�VJCV�QH�VJG�DWUKPGUU�VJCV�YCU�EGFGF��VJG�OCTMGV
GZRGEVU�VJG�TGKPUWTGT�VQ�JQNF�����ECRKVCN��DWV�VJG�TGKPUWTGT�DGNKGXGU�VJCV�QPN[�����KU
VTWN[�PGEGUUCT[�VQ�UWRRQTV�VJG�DNQEM���6JKU�NGCXGU�����QH�é(CEG�%CRKVCN�ê��5WRRQUG
VJCV�VJG�TGKPUWTGTçU�DQTTQYKPI�EQUV�KU����OQTG�VJCP�VJG�KPVGTGUV�TCVG�GCTPGF�QP�VJQUG
HWPFU���6JKU�NGCXGU�VJG�TGKPUWTGT�YKVJ�RTQHKVU�QH����OKPWU�CP�'ZRGTKGPEG�4GHWPF�QH
����NGUU�C�DQTTQYKPI�EJCTIG�QH����YJKEJ�KU�C�RTQHKV�QH�����QT�CP�����TGVWTP�QP�VJG
TGKPUWTGTçU�é#V�4KUM�%CRKVCN�ê��6JKU�KU�CP�GZCORNG�QH�C�YKP�YKP�UKVWCVKQP�HQT�DQVJ�VJG
EQORCP[�CPF�VJG�TGKPUWTGT�

6JGTG�CTG�UGXGTCN�QVJGT�EQPUKFGTCVKQPU�VJCV�PGGF�VQ�DG�NQQMGF�CV�DGHQTG�GPVGTKPI�KPVQ
C�TGKPUWTCPEG�CITGGOGPV���1PG�KU�YJGVJGT�VJG�TGKPUWTCPEG�CITGGOGPV�PGGFU�VQ
UCVKUH[�TGKPUWTCPEG�CEEQWPVKPI�HQT�C�UVCVWVQT[�UVCVGOGPV�QT�HQT�)##2���+P�QTFGT�VQ�IGV
ETGFKV�QP�VJG�UVCVWVQT[�UVCVGOGPV�[QW�IGPGTCNN[�JCXG�VQ�RCUU�CNN�VJG�UKIPKHKECPV�TKUMU
QP�VJG�DWUKPGUU�DGKPI�TGKPUWTGF��YJGTGCU��VQ�IGV�)##2�CEEQWPVKPI�VTGCVOGPV�
(KPCPEKCN�#EEQWPVKPI�5VCPFCTF�����TGSWKTGU�C�TGKPUWTGT�VQ�JCXG�C�TGCUQPCDNG
RTQDCDKNKV[�QH�C�UKIPKHKECPV�NQUU�

;QW�OWUV�EQPUKFGT�[QWT�CWFKGPEGU�
TCVKPI�CIGPEKGU��TGIWNCVQTU��GVE���VQ�WPFGTUVCPF
YJGVJGT�VJGKT�FGHKPKVKQP�QH�TKUM�VTCPUHGT�KU�DCUGF�QP�VJG�UVCVWVQT[�FGHKPKVKQP�QT�VJG
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)##2�FGHKPKVKQP��CPF�YJCV�VJG[�CTG�GZRGEVKPI�HTQO�VJG�TGKPUWTCPEG�CTTCPIGOGPV���+H
C�EQORCP[�KU�UQNGN[�NQQMKPI�VQ�KORTQXG�$NWG�$NCPM�ECRKVCN�NGXGNU��4$%�TCVKQU�QT�+4+5
TCVKQU��C�NQY�TKUM�FGCN�VJCV�HCKNU�VJG�)##2�FGHKPKVKQP�OKIJV�DG�CRRTQRTKCVG��
*QYGXGT��OCP[�TCVKPI�CIGPEKGU�CPF�KPXGUVOGPV�CPCN[UVU�YKNN�FKUEQWPV��HWNN[�QT
RCTVKCNN[��VJG�HKPCPEKCN�GHHGEVU�CVVTKDWVGF�VQ�C�NQY�TKUM�TGKPUWTCPEG�CTTCPIGOGPV�

;QW�JCXG�VQ�FGEKFG�YJGVJGT�VQ�WUG�EQKPUWTCPEG�QT�QVJGT�HQTOU��UWEJ�CU�OQFKHKGF�EQ�
KPUWTCPEG��QT�;46��QT�UVQR�NQUU�CPF�YJGVJGT�VQ�JCXG�VJG�HWPFU�YKVJJGNF�QT�VTCPUHGT
HWPFU���+P�IGPGTCN��EQKPUWTCPEG�YKVJ�HWPFU�VTCPUHGTTGF�RTQFWEGU�C�ITGCVGT�TGNKGH�QH
4$%��DWV�QVJGT�HQTOU�ECP�DG�LWUV�CU�IQQF�QT�CNOQUV�CU�IQQF�KP�FKHHGTGPV
EKTEWOUVCPEGU���#NUQ��[QW�JCXG�VQ�NQQM�CV�VJG�EQPUGSWGPEGU�QH�VJG�FKHHGTGPV�HQTOU��
+P�RCTVKEWNCT��HQT�HWPFU�YKVJJGNF�XGTUWU�HWPFU�VTCPUHGTTGF��C�EQORCP[�JCU�VQ�FGEKFG
JQY�EQOHQTVCDNG�KV�KU�QT�JQY�KORQTVCPV�EQPVTQN�QH�VJG�KPXGUVKPI�HWPEVKQP�KU�

1PG�EQPUKFGTCVKQP�KU�YJGVJGT�VQ�TGKPUWTG�PGY�DWUKPGUU�XGTUWU�KP�HQTEG���+P�IGPGTCN�
KH�C�EQORCP[�PGGFU�C�DQQUV�VQ�KVU�4$%�QT�KVU�ECRKVCN�NGXGN�VQFC[��KV�KU�FKHHKEWNV�VQ�FQ�D[
TGKPUWTKPI�QPN[�PGY�DWUKPGUU���*QYGXGT��PGY�DWUKPGUU�ECP�DG�VJG�YC[�VQ�IQ�KH�C
EQORCP[�LWUV�YCPVU�VQ�OCPCIG�VJG�HWVWTG�EJCPIGU�KP�KVU�4$%�NGXGNU���6JGTG�EQWNF�DG
FKHHGTGPEGU�KP�TKUM�EJCTCEVGTKUVKEU�DGVYGGP�PGY�DWUKPGUU�CPF�KP�HQTEG���#NUQ��VJG�NKPG
QH�DWUKPGUU�JCU�VQ�DG�C�EQPUKFGTCVKQP���9JCV�NKPGU�QH�DWUKPGUU�FQGU�VJG�EQORCP[
YCPV�VQ�TGKPUWTG!��6JG�SWGUVKQP�QH�WUKPI�CP�CWVJQTK\GF�QT�CP�WPCWVJQTK\GF�TGKPUWTGT�
6JGTG�CTG�UGXGTCN�FKHHGTGPV�CURGEVU�VQ�VJKU���(QT�QPG��CP�WPCWVJQTK\GF�TGKPUWTGT�JCU
VJG�TGSWKTGOGPV��CPF�VJG�EQUV��QH�RQUVKPI�UGEWTKV[�VJTQWIJ�C�NGVVGT�QH�ETGFKV�QT�C�VTWUV��
1PG�KPVGTGUVKPI�TGUWNV�QH�VJKU�TGSWKTGOGPV�KU�VJCV�QHVGP�CP�WPCWVJQTK\GF�TGKPUWTGT
QHHGTU�DGVVGT�UGEWTKV[�VJCP�CP�CWVJQTK\GF�TGKPUWTGT�

/T��$NCKPG�/��$CTJCO���1PG�SWGUVKQP�HQT�/U��/CTMU���%QWNF�[QW�ENCTKH[�C�RQKPV�QP
VJG�0*#�OQTVICIGU!��;QW�UCKF�KV�TGCNN[�FKFPçV�OCVVGT�YJCV�SWCNKV[�VJG�OQTVICIG�YCU
DGECWUG�KV�YCU�CV�VJG�UCOG�TCVG���&KF�+�WPFGTUVCPF�VJCV�EQTTGEVN[!

/U��/CTMU���+�YCU�CEVWCNN[�TGHGTTKPI�VQ�VJG�EQPXGPVKQPCN�OQTVICIG�OQTG�VJCP�VJG
0*#���6JG�0*#�DGKPI�IQXGTPOGPV�KPUWTGF��JCXG�C�HCEVQT�QH�\GTQ���6JG
EQPXGPVKQPCN�OQTVICIGU�JCXG�C�HCEVQT�QH�����TGICTFNGUU�QH�VJG�SWCNKV[���6JGTG�CTG
GZEGRVKQPU���+H�VJG�OQTVICIG�CEVWCNN[�IQGU�KPVQ�FGHCWNV��VJGP�VJG�HCEVQTU�YQWNF�DG
FKHHGTGPV���$WV�CV�VJG�RQKPV�QH�KUUWG�VJG�OQTVICIG�KU�CUUWOGF�VQ�DG�CV�VJG����TCVKPI�

(TQO�VJG�(NQQT���5Q�[QW�UJQWNF�DG�EQPEGTPGF�CDQWV�VJG�SWCNKV[�QH�VJG�OQTVICIG�KH
[QW�GPF�WR�KP�TGCN�GUVCVG����

/U��/CTMU���9GNN��[QW�YQWNF�DG�EQPEGTPGF�CP[YC[���$WV�YKVJKP�VJG�TCPIG�QH�VJG
OQTVICIGU�VJCV�OKIJV�DG�CNN�TKIJV���6JG�QVJGT�RQKPV�+�OCFGåVJCV�[QW�UVKNN�JCXG�VQ
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EQPUKFGT�VJG�FGHCWNV�OCTIKP�TGSWKTGOGPV�KP�CFFKVKQP�VQ�VJG�ECRKVCN�TGSWKTGOGPVå[GU�
QDXKQWUN[�

(TQO�VJG�(NQQT���1DXKQWUN[��OCTIKPU�CTG�KUUWGF�D[�VJG�TGIWNCVQT[�CWVJQTKVKGU��VJG[
CRRGCT�VQ�HCXQT�VJG�KPXGUVOGPV�KP�IQXGTPOGPV�DQPFU���9JCV�FQ�[QW�VJKPM!

/U��/CTMU���+�YQWNFPçV�ECTG�VQ�EQOOGPV���+P�QWT�OCTMGV�VJG�%CPCFKCP�IQXGTPOGPV�KU
CEVWCNN[�KUUWKPI�OCP[�HGYGT�DQPFU���+V�KU�TWPPKPI�FQYP�KVU�FGHKEKVU�CPF��KP�HCEV�
TWPPKPI�FQYP�VJG�FGDV���5Q�VQ�GZRGEV�VJCV�KV�JCU�C�JKFFGP�CIGPFC�VQ�IGV�WU�VQ�DW[
OQTG�DQPFU�YQWNFPçV�OCMG�UGPUG��DGECWUG�KVçU�LWUV�PQV�KUUWKPI�CU�OCP[���+�YKNN�PQV
URGCM�HQT�VJG�7�5��IQXGTPOGPV���0Q�FQWDV�KV�KU�HCT�OQTG�EQORNGZ�CPF�UQRJKUVKECVGF
VJCP�QWT�UKORNG�OKPFGF�%CPCFKCP�IQXGTPOGPV�

/T��(TGFGTKEM�4��$TQYP��+++���2GTT[��EQWNF�[QW�URGCM�LWUV�C�NKVVNG�DKV�OQTG�CDQWV�VJG
KPVGTGUV�URTGCF�QP�VJG�HCEG�ECRKVCN�CPF�YJ[�VJCV�YQWNF�DG�FKHHGTGPV!��#NUQ��OC[DG
VQWEJ�QP�VJG�FKHHGTGPV�EQORQPGPVU�QH�4$%�UWEJ�CU��HQT�GZCORNG��C�%���TKUM�XGTUWU�C
%���CPF�%���TKUM��KH�C�EQORCP[�YCU�LWUV�VCMKPI�C�%���QT�%���TKUM��YQWNF�KV�TGSWKTG�VJG
UCOG�TGVWTP�QP�ECRKVCN�CU�C�%���V[RG�QH�TKUM!

(TQO�VJG�(NQQT���9GNN��[QW�JCF�C�FKHHGTGPV�TCVG�HQT�VJG�HCEG�ECRKVCN�CU�QRRQUGF�VQ�VJG
TKUM�ECRKVCN�

/T��9KUGDNCVV���6JG�FKHHGTGPEG�DGVYGGP�VJG�TKUM�ECRKVCN�CPF�VJG�HCEG�ECRKVCN�KU�VJCV
VJG�TKUM�ECRKVCN�KU�VJG�ECRKVCN�VJCVçU�PGGFGF�VQ�UWRRQTV�VJG�NKCDKNKVKGU���+V�KU�C�OKPKOWO
COQWPV�VQ�UCVKUH[�VJG�EQORCP[çU�NKCDKNKVKGU�KP�OQUV�UEGPCTKQU���6JCV�COQWPV�KU
GSWKXCNGPV�VQ�GSWKV[��UQ�KV�PGGFU�GSWKV[�TGVWTPU���9JGTGCU��VJG�HCEG�ECRKVCN�FQGUPçV
JCXG�CU�OWEJ�TKUM�CVVCEJGF�VQ�KV�CPF��VJGTGHQTG��VJG�ECRKVCN�FQGU�PQV�PGGF�VQ�GCTP�CU
OWEJ���5Q�KP�VJG�GZCORNG��+�LWUV�CUUWOGF�VJCV�VJGTG�YCU�C����URTGCF�DGVYGGP�VJG
COQWPV�VJCV�ECRKVCN�EQWNF�DG�DQTTQYGF�CV�CU�QRRQUGF�VQ�YJCV�KV�YCU�KPXGUVGF�KP�

+P�VGTOU�QH�VJG�FKHHGTGPV�EQORQPGPVU�QH�TKUM��KH�C�EQORCP[�YCU�YGKIJVGF�VQYCTFU�%��
CPF�%���TKUM�XGTUWU�%���TKUM��CPF�VJG�EQORCP[�YCU�VCTIGVKPI�VJG�0#+%�4$%�HQTOWNC�
VJGP�KV�YQWNFPçV�JCXG�CU�OWEJ�C�PGEGUUKV[�VQ�TGKPUWTG�C�RTQFWEV�VJCV�YCU�C�%��
RTQFWEV��DGECWUG�KV�YQWNFPçV�OCMG�CU�OWEJ�FKHHGTGPEG�KP�VJG�TGVWTPU���*QYGXGT�
VJCV�OC[�PQV�DG�VJG�ECUG�HQT�CNN�NKPGU���1PG�RTQFWEV�OC[�UVKNN�DG�RTQFWEKPI�C�UWD
RCTVKEKRCVKPI�TGVWTP�GXGP�YKVJ�VJG�EQXCTKCPEG�HQTOWNC�QH�VJG�0#+%�

(TQO�VJG�(NQQT���$TCF��CU�[QW�KPXGUVKICVGF�VJKU�NGXGTCIKPI�QH�CUUGV�TKUM�XGTUWU
KPUWTCPEG�TKUM��JQY�FKF�[QW�HCEVQT�KP�VJG�5�2�OQFGN�CPF�VJG�HCEV�VJCV�KV�FQGU�PQV
JCXG�EQXCTKCPEG�KP�KVU�CPCN[UKU!
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/T��5OKVJ���5�2�FQGUPçV�JCXG�EQXCTKCPEG��QDXKQWUN[���6JG�HQTOWNC��+�VJKPM��KU
CFLWUVGF�ECRKVCN�OKPWU�%���QXGT�%����%����%����UQ�[QW�FQPçV�JCXG�VJCV�UCOG
QRRQTVWPKV[���6[RKECNN[��EQORCPKGU�CTG�OCPCIKPI�CV�C�NGXGN�QH�5�2�TKUM�CPF�0#+%
TKUM��KH�VJG[çTG�NQQMKPI�CV�VJGO�DQVJ���9JCV�YG�HQWPF�KU�VJG�5�2�TKUM�JCU�TGUWNVGF�KP
C�PWODGT�VJCVçU�C�NKVVNG�DKV�NGUU�VJCP�YJCV�VJG�0#+%�PWODGT�YQWNF�DG���5Q�KV�YQWNF
DG�C�FQYPUKFG�NKOKVCVKQP�QP�VJG�NGXGTCIKPI�QH�VJG�TKUM���$WV�[QWçTG�CDUQNWVGN[�TKIJV��
+H�[QW�FQPçV�JCXG�VJG�V[RG�QH�HQTOWNC�VJCV�0#+%�FQGU��[QW�FQPçV�JCXG�CP[
EQXCTKCPEG��CPF�[QW�FQPçV�JCXG�CP[�QRRQTVWPKV[�VJGTG�

(TQO�VJG�(NQQT���+�IWGUU�[QW�JCF�WUGF�QPG�UVCPFCTF�FGXKCVKQP�KP�[QWT�GHHKEKGPV
HTQPVKGT�CPF�[QWT�/%%54��+�RTGUWOG��KU�UQOGVJKPI�DG[QPF�QPG�UVCPFCTF�FGXKCVKQP��
+V�NQQMU�CU�KH�[QW�JCXG�����CU�QPG�UVCPFCTF�FGXKCVKQP���/C[DG�+çO�PQV�TGCFKPI�[QWT
VCDNG�EQTTGEVN[��DWV�YQWNF�[QW�ECTG�VQ�EQOOGPV�QP�VJCV!��;QW�JCXG�C�EQOOQP�UVQEM
CPF�KV�UC[U�VJCV�QPG�UVCPFCTF�FGXKCVKQP�KU������CPF�+çO�LWUV�EWTKQWU�KH�VJCV��KP�HCEV��KU
[QWT�DCUKU�HQT�[QWT�4$%�KP�GHHGEV!

/U��/CTMU���6JCV�YQWNF�JCXG�DGGP�VJG�CUUWORVKQPU�WUGF��[GU�

(TQO�VJG�(NQQT���5Q�KU�VJG�/%%54�QPN[�CV�QPG�UVCPFCTF�FGXKCVKQP�QT�CO�+�OKUUKPI
UQOGVJKPI!��+V�FQGUPçV�JCXG�CP[�UVCPFCTF�FGXKCVKQP!��5Q�[QW�FQPçV�MPQY�JQY�VJCV
HCEVQT�YCU�GUVCDNKUJGF!

/U��/CTMU���6JG�UVCPFCTF�FGXKCVKQPU�CTG�DCUGF�QP�VJG�JKUVQTKECN�XQNCVKNKVKGU�QH�VJG
GSWKV[���+VçU�PQV�VQ�FQ�YKVJ�VJG�/%%54�HQTOWNC�RGT�UG���9JGP�[QW�CRRN[�VJG
/%%54��[QW�JCXG�C�XCNWG�HQT�[QWT�TGVWTP�CPF�C�XCNWG�HQT�[QWT�TKUM���9GçXG�WUGF�VJG
JKUVQTKECN�FCVC�VQ�FGVGTOKPG�VJCV�QWT�GZRGEVGF�TKUM�CU�QPG�UVCPFCTF�FGXKCVKQP�QH�VJG
TGVWTP���9JGP�YG�CRRN[�VJG�/%%54�VJGTGçU�PQ�KORCEV�QP�VJG�UVCPFCTF�FGXKCVKQPU��
6JG�KORCEV�KU�QP�VJG�TGVWTP���6JG�TGVWTP�KU�TGFWEGF�D[�VJG�EQUV�QH�VJG�ECRKVCN���$WV
VJG�TKUM�TGOCKPU�VJG�UCOG�DGHQTG�CPF�CHVGT�

(TQO�VJG�(NQQT���+�FQPçV�WPFGTUVCPF���+çNN�VT[�VQ�CUM�VJG�SWGUVKQP�KP�C�FKHHGTGPV�YC[��
9JGP�[QW�UGV�VJG�/%%54�HCEVQTU��RTGUWOCDN[�[QW�YGTG�VT[KPI�VQ�CEJKGXG
UQOGVJKPI�NKMG�VYQ�QT�VJTGG�UVCPFCTF�FGXKCVKQPU���6JGTGçU�PQ�UWEJ�TGSWKTGOGPV!

/U��/CTMU���6JG�/%%54�HCEVQTU�CTG�GZVGTPCN�VQ�VJG�GZGTEKUG���

(TQO�VJG�(NQQT���$WV�VJG[�FKFPçV�JCXG�CP�WPFGTN[KPI�UVCPFCTF�VJCV�VJG[�YGTG�VT[KPI
VQ�CEJKGXG!�

/T��9KUGDNCVV���5Q�KU�VJCV�YJCV�[QW�YCPV�VQ�MPQY!�



/CPCIKPI�4KUM�$CUGF�%CRKVCN�
4$%� ��

(TQO�VJG�(NQQT���5QOG�QH�KV�YCU�NKMG�VJCV��DWV�KVçU�DGGP�C�NQPI�VKOG���+VçU�NKMGN[�VJCV
YG�OC[�QRGP�WR�VJG�HQTOWNC�KP�VJG�PGZV�EQWRNG�QH�[GCTU�CPF�VQVCNN[�TGVJKPM�KV
DGECWUG�VJG�TGIWNCVQTU�JCXG�UCKF�VJG[çTG�PQV�OCMKPI�CP[�EJCPIGU�VQ�KV�HQT�CPQVJGT
VJTGG�[GCTU��UQ�VJCV�IKXGU�VJGO�VJG�QRRQTVWPKV[�VQ�TGVJKPM�VJKPIU���$WV��KP�HCEV��VJGTGçU
PQ�EQXCTKCPEGU�KP�VJCV�HQTOWNC���6JGTGçU�PQPG�QH�VJG�UVWHH�VJCV�$TCF�YCU�GZRNQKVKPI�
CPF�+�TGCNN[�VJKPM�VJCV�[QWçTG�GZRNQKVKPI�VJCV�DKI�USWCTG�TQQV�HQTOWNC���9G�FQPçV�FQ
CP[�QH�VJCV���9G�LWUV�CFF�WR�%����%����%���

+çF�NKMG�VQ�EQOG�DCEM�VQ�UQOGVJKPI�VJCV�2GTT[�YCU�UC[KPI���+V�FGRGPFU�WRQP�YJCV
[QW�VJKPM�VJG�HQTOWNC�KU�CPF�YJCV�[QW�VJKPM�[QWT�TGSWKTGOGPV�KU���/QUV�QH�YJCV
2GTT[�CPF�,QUGRJKPG�YGTG�VCNMKPI�CDQWV�YCU�OCMKPI�EQORCTKUQPUåYJGTG�YJGP�[QW
RTGUGPV�CNVGTPCVKXGU�CPF�VJKPIU�[QW�ECP�FQ��[QWçTG�TGCNN[�EJCPIKPI�VJG�TKUM�KP�VJG
EQORCP[���+�OGCP�,QUGRJKPG�YCU�CNVGTKPI�VJG�RQTVHQNKQU���/QUV�QH�VJG�VKOGU�KH�[QW
NQQM�CV�VJG�CNVGTPCVG�RQTVHQNKQU�EQORCTKPI�FKHHGTGPV�MKPFU�QH�UGEWTKVKGU��VJG�TKUMU
KPXQNXGF�KP�VJGUG�CNVGTPCVKXGU�YGTG�FKHHGTGPV���9JGP�[QWçTG�VCNMKPI�CDQWV
TGKPUWTCPEG��[QWçTG�TGCNN[�VCNMKPI�CDQWV�RCUUKPI�QP�TKUM���6JCVçU�YJ[�[QWT
TGSWKTGOGPVU�EJCPIG���9JCV�DQVJGTU�OG�KU�LWUV�VT[KPI�VQ�OCPCIG�HTQO�VJG�RQKPV�QH
XKGY�QH�GZRNQKVKPI�C�HQTOWNC�KH�VJG�HQTOWNC�KU�PQV�PGEGUUCTKN[�C�TGCN�OGCUWTG�QH�TKUM���

6JG�HQTOWNCU��CU�+�VJKPM�YCU�UCKF�EQTTGEVN[�KP�VJG�DGIKPPKPI��CTG�VJGTG�HQT�CNN�MKPFU�QH
TGIWNCVQT[�RWTRQUGU��CPF�VJGTGçU�PQ�IWCTCPVGG�VJCV�VJG[�GHHGEVKXGN[�TGHNGEV�VJG�TKUMU��
+çO�UC[KPI�VJCV�VJGTGçU�UQOG�VTWVJ�VQ�VJG�VJKPI���+VçU�C�SWCNKVCVKXG�MKPF�QH�VTWVJ��DWV�VJG
PWODGTU�CTGPçV�ITGCV�OGCUWTGU�QH�VJG�TGCN�FKHHGTGPEGU�DGVYGGP�EQORCPKGUåPQV�VQ
VJG�GZVGPV�VJCV�RGQRNG�YJQ�CTG�LWUV�HQNNQYKPI�VJG�HQTOWNC�OKIJV�DGNKGXG���0QY�OQUV
QH�VJG�VKOG�EQORCPKGU��KP�HCEV��JCXG�GZEGUU�UWTRNWU�CPF�FQPçV�JCXG�VQ�YQTT[�CDQWV
OQUV�QH�VJGUG�VJKPIU���+H�[QWçTG�TGCNN[�ENQUG�VQ�VJG�NKPG�CPF�VT[KPI�VQ�OCPCIG�[QWT
UWTRNWU�VQ�HKV�VJG�HQTOWNC��+�VJKPM�[QW�JCXG�C�RTQDNGO�CP[YC[���+�OGCP��[QW�JCXG�C
ITGCVGT�RTQDNGO��DGECWUG�[QWçTG�TGCNN[�VT[KPI�VQ�JQNF�QP��

/T��5OKVJ���6JG�TGCNKV[�KU�[QW�JCXG�CP�KPUWTCPEG�EQORCP[�VJCV�KU�WUKPI�XGT[
EQPUGTXCVKXGN[�DCUGF�UVCVWVQT[�TGUGTXGUåVJKU�KU�VJG�7�5���9GçTG�WUKPI�CP�4$%
HQTOWNC�VJCVçU�DGGP�FKEVCVGF�VQ�WU���0QV�GXGT[�CEVWCT[�KP�VJG�EQWPVT[�ECP�DG�KPXQNXGF
KP�VJG�FGVGTOKPCVKQP�QH�VJG�CRRTQRTKCVG�NGXGNU�QH�VJQUG�HCEVQTU���/CP[�RGQRNG��NKMG
O[UGNH��CTG�JKTGF�D[�OCPCIGOGPV�VQ�UC[��1-��JGTG�CTG�VJG�HCEVQTU��JGTG�CTG�VJG�TWNGU�
NGVçU�OCPCIG�QWT�RQTVHQNKQ�VQ�OCZKOK\G�VJG�TGVWTP�YKVJKP�VJG�TWNGU���0QY�KH�IQQF
CEVWCTKCN�LWFIOGPV�YQWNF�FKEVCVG�VJCV�YG�YQWNF�FQ�UQOGVJKPI�FKHHGTGPV�VJCP�VJCV�
[QW�MPQY��VJCV�YQWNF�TGUWNV�KP�RWVVKPI�VJG�EQORCP[�CV�WPFQ�TKUM���'CEJ�CEVWCT[�JCU
VQ�CFFTGUU�VJCV�CPF�DG�CYCTG�QH�VJG�WPFGTN[KPI�TKUMU�VJCV�CTG�KPXQNXGF��

1DXKQWUN[��+çO�PQV�UWRRQTVKPI�RWVVKPI�EQORCPKGU�CV�WPFQ�TKUM���#NN�YGçTG�VT[KPI�VQ
FQ�KU�UC[��JGTG�CTG�VJG�TWNGU�QP�VJG�UVCVWVQT[�TGUGTXG��VJG[�CTG�XGT[�EQPUGTXCVKXG��
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*GTG�CTG�VJG�TWNGU�QP�OKPKOWO�ECRKVCN�UVCPFCTFU��VJG[�CTG�XGT[�EQPUGTXCVKXG���.GVçU
OCMG�UWTG�VJCV�YKVJKP�VJQUG�TWNGU�YGçTG�FQKPI�YJCV�YG�ECP�VQ�OCZKOK\G�QWT�TGVWTP��

/U��/CTMU���;QW�OCFG�CP�KPVGTGUVKPI�EQOOGPV�VJCV�VJG�HCEVQTU�YGTG�QTKIKPCNN[�UGVWR
YKVJ�C�RCTVKEWNCT�IQCN�KP�OKPF���+P�%CPCFC�VJG�/%%54�HCEVQTU�YGTG�UGVWR�YKVJ�VJG
IQCN�QH�KFGPVKH[KPI�EQORCPKGU�VJCV�YGTG�CV�QT�PGCT�DGKPI�KP�HKPCPEKCN�FKHHKEWNV[���+P
HCEV��YJCVçU�JCRRGPGF��CPF�+�CNNWFGF�VQ�KV�KP�O[�VCNM��KU�VJCV�UQOG�QH�VJG�TCVKPI
CIGPEKGU�CTG�PQY�WUKPI�VJG�/%%54�HCEVQTU�CU�QPG�QH�VJG�RKGEGU�VJG[�NQQM�CV�VQ�EQOG
WR�YKVJ�[QWT�ETGFKV�TCVKPI�CU�CP�KPUWTCPEG�EQORCP[���5Q��YJGTGCU��KPKVKCNN[��[QW
OKIJV�PQV�JCXG�ECTGF�YJGVJGT�[QWT�HCEVQT�YCU�����QT������KH�C�TCVKPI�CIGPE[�KU
IQKPI�VQ�UC[�VJCV�����KU�C�OCIKE�PWODGT��VJGP�KV�DGJQQXGU�[QW�VQ�OCPCIG�ENQUGN[�VQ
YQTM�YKVJKP�VJG�TWNGU���+U�KV�GZRNQKVCVKQP�QT�KU�YQTMKPI�YKVJKP�VJG�TWNGU!��+�OGCP�VJGTG
CTG�UQOG�HKPG�NKPGU�JGTG��

/T��9KUGDNCVV���+�LWUV�YCPVGF�VQ�SWKEMN[�OGPVKQP�VJCV�VJGTG�KU�C�VJGQTGVKECN
LWUVKHKECVKQP�HQT�VJG�EQXCTKCPEG���/C[DG�PQV�GZCEVN[�VJG�YC[�KV�KU��DWV�VJGTG�KU�C�7�5�
VJGQTGVKECN�LWUVKHKECVKQP�

(TQO�VJG�(NQQT���+�VJKPM�RGTJCRU�VJCV�YGçTG�MKPF�QH�NQQMKPI�QWV�VJG�DCEM�YKPFQY��
9GçTG�NQQMKPI�HQT�ECRKVCN���+�DGNKGXG�VJKU�KPFWUVT[çU�IQKPI�VQ�DGEQOG�ECRKVCN�TKEJ��KH�KV
KUPçV�CNTGCF[��DWV�KV�YKNN�DG�UJQTVN[���*GPEG��RGTJCRU�HWVWTG�UGUUKQPU�YKNN�DG�FGXQVGF
OQTG�VQ�YJCV�FQ�[QW�FQ�YKVJ�CNN�VJG�ECRKVCN�TCVJGT�VJCP�VT[KPI�VQ�HKPF�KV��DWV�VJCV�OC[
DG�OQTG�GHHGEVKXG�KP�O[�QYP�EQORCP[�CPF�UQOG�QVJGTU���+çO�EWTKQWU�VQ�MPQY�JQY
OCP[�CEVWCNN[�JCXG�C�RTQDNGO�FGCNKPI�YKVJ�ECRKVCN�QT�JCXG�JCF�C�RTQDNGO��

/[�QVJGT�SWGUVKQP�VQ�[QW��$TCF��KU�[QW�UCKF�VJCV�VJG�TGKPUWTGT�JCU�NQYGT�4$%�VJCP
VJG�EQORCP[���9J[�KU�VJCV!��+�VJKPM�[QW�UVCVGF�FWTKPI�[QWT�EQOOGPVU�VJCV�VJG
TGKPUWTGT�YQWNF�JCXG�NQYGT�4$%�VJCP�VJG�QTKIKPCVKPI�EQORCP[��CPF�+�YQPFGTGF
YJ[!��1P�YJCV�EKTEWOUVCPEGU�YQWNF�VJCV�DG�VTWG�CPF�YJ[�KV�YQWNF�EQOG�CDQWV!

/T��9KUGDNCVV���9GNN��KV�YQWNF�EQOG�CDQWV�KH�VJG�TGKPUWTGT�KUPçV�UWDLGEV�VQ�VJG�UCOG
TGSWKTGOGPVU���(QT�GZCORNG��KH�KVçU�PQV�C�7�5��TGKPUWTGT�CPF�KV�YQWNF�DG�UWDLGEV�VQ
QVJGT�ECRKVCN�UVCPFCTFU�

(TQO�VJG�(NQQT���;QW�YGTGPçV�UWIIGUVKPI�KV�YQWNF�DG�YKVJKP�VJG�7�5��QT�%CPCFC��DWV
KV�YQWNF�JCXG�VQ�DG�QWVUKFG�QH�VJG�LWTKUFKEVKQP�QH�QPG�QH�VJG�HQTOWNCU�

/T��9KUGDNCVV���6JCVçU�YJCV�+�YCU�CNNWFKPI�VQ��[GU�

/T��5OKVJ���+V�EGTVCKPN[�ECP�CNUQ�JCRRGP�DGECWUG�QH�VJG�F[PCOKE�VJCV�+�YCU
FKUEWUUKPI�CPF�VJCV�KU�VJCV��KP�HCEV��DGECWUG�QH�KVU�FKTGEV�QRGTCVKQPU�KV�YCU�CUUGV
QTKGPVGF�CU�QRRQUGF�VQ�KPUWTCPEG�YGKIJVGF�QT�XKEG�XGTUC�


