WO 2007/035986 PCT/AU2006/001408 1 Exchange Traded Asset Based
Security This invention relates to an asset based security that is able to be
exchange traded and may be based on assets such as commodities and

curffGds/tBgskground to the invention 5 Traditional asset clagges£0toos/001408

investment include equities, bonds and property (trusts / investment
funds). Traditional asset investments derive returns from the changes in
the price level of the E¥Snge SradertbAssepResed \Fetdirieyurn’ if any (eg,
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oMY slity=for-8xam s expire, To r main
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fubiresiconEasi R icanadas Mg ie A2 Ei%é@tﬁﬂﬁ&%%%&“)ﬁ@m %{eg{(?t“of) or
pr%ﬁsg Jﬁfﬁé{a‘? }% agtthzyroll re%rn or roll yield that ma

(backwardation), negative (EORmgoIGnsay 4 sopides @oegbond retums
confhaaifiEy réelwmtfé@iwmm@nmeamena marketzpaitisjpartsdpegayise
theyuate not associated with the physical market and specialist expertise

is0f d r commadity futures and associated derivatives,
sdﬁ\é%@g%r?]\g%?fbge %pa?%%ﬁl%lcr%wg X Crriiaa) < diamudun Hegk or a
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investinent sizesar aﬁ@ﬂm&ﬁ%@ﬁt@é@t H@ér‘?&?ﬁlrgﬁﬁpﬁé@d@@g§ R srior to

tr r t blted b or re ulation from
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cé’r’fﬁlﬁscﬁﬁg?aﬁﬁ3%@Pﬁ%ﬂ’ﬂﬁ1@ﬁt?rwaky§%r Qtﬂfé@tyfﬁmmtlestthatéﬁagﬁes
histericatyrpesided aninvestiMesteXpRSLER Wferred to as the roli return or rol|

yield that may be positive (hackwardation), negative (contango) or zero (flat))
-Access to commodities is limited for many investment market participants because
they are not associated with the physical market and specialist expertise is often
needed for commodity futures and associated derivatives, suitable investable
(particularly exchange tradable) securities do not exist, practical considerations
require for example a large initial investment size or aliernatives are not cost
effective, efficient and transparent, or are limited or prohibited by mandate or
regulation from investing in securities other than stock exchange listed securities
and certain other financial instruments.

Ways to access securities that have historically provided an investment exposure to
commodities for example, have included:
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commodities for example, have included: WO 2007/035986
PCT/AU2006/001408 2 OTC o commodity derivatives (eg. options,

warrants, swaps) o securities and certificates based on indices or baskets
compPisifg8Fes or more physical commodities, commodity futures;auzoo6/001408
commodity funds 5 and CTA accounts @ index and managed futures funds
and CTA accounts o, hedge funds On a regulated stock exchange
(historically®&&Py few): o individual shares of listed companies engaged in

a commodity d4heFisn i li ity oriented

investment funds and gﬁi@?ﬁ%ﬁoﬁsﬁ%ﬁ%ﬁﬁ%ﬁgﬁy i %%mmodity
oriented cofpammde 8o AEerSeeliaish based an/meirs  Aitp asteiwapmprising one
maturity linkecPtnare ideicdg.ooommitieitycpricestitked debtdslasigneddads
enhance 15 carpotate funsing), commodity warrants, physicals and
synthetic cgrqn&ggitigg r'%rugts o ETF's (exchange traded funds) structure
(recent) portfolios of hatad shares 5F S MRISALY Sriéntsaediapanies (a
traditional StodRIBBIESTF) 20 based on a stored physical commodity -

the first puren ecaymaityskbk wasdngealddn 2093 (Gold Bullion
Securities) W%e.e r dgemab}i ecurities were issued against gold
bullion held on Pﬁﬁ@%s S el ‘?Z%ﬁ%?@ﬁ?e%&é%%%&ﬂ@on

i n aregu
the London Met&RENRIMRRES On a regulated futures exchange: o

commoditydutistes eneriediyabives: e mERNTRMSRATEF A Anortolios of

commodty ndg 56 G55 e, GHB ngex ures. 50

o discrete issuances (very few) with a forward maturity linked to an
index eg. commodity price-linked dabt (designed to enhance
corporate funding), commeodity warrants, physicals and synthetic
commodities trusts '

o ETF's (exchange traded funds) structure (recent)

*  portfolios of listed shares of commodity oriented companies {a
traditionat stock based ETF)
= based on a stored physical commodity — the first pure
commaodity ETF was in gold in 2003 (Gold Bullion Securities)
where a redeemable securities were issued against gold
butlion held on frust
= Onaregulated physicals exchange
o Metals on the London Metals Exchange
« Onaregulated futures exchange:

o commodity futures and derivatives

o futures contracts based on a commodity index — eg. GSCI futures,
CRB index futures.

Futures based indices on which investable securities are based are theoretical
constricts and typically do not reflect the actual returns from investing in futures,
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Futures based indices on which investable securities are based are
theoretical constructs and typically do not reflect the actual returns from
investing in futures. WO 2007/035986 PCT/AU2006/001408 3 There
havE$Hé %’

investment in assets such as commodifies. Indices have included Total
urn, Excess Return and Spot Market Price indices, Goldman Sachs

de SR AP B YRl St AR VRiooed tPryaREeR, thaledretieate of an
méeaseatvot infaiiyetolatératizech &m&t@stmmm ﬁ@%’l&ﬁjﬁé&%%@ﬁ Heurn,

cts re leveraged
?néﬁﬁﬁﬁfﬁ%?ﬁ?%%%ﬂ%{ﬁﬂéé%f%e bl

been sta @?&és@éﬁﬂ%pﬂéeﬂﬁﬁ%%@w efadtdy ry'thtgralized
GHeIsTReBebawse ioghotds the inmpestiofdhe eatnvestmenisofdmbiliures

coltatesals Wisichaatnehasekdn if losse
fr(?f%k pmsm 10 futureb 8%?%%{1?? c%%)%t g‘%’ﬁﬁ@%ﬁ%’n%ﬂ'ﬁggﬁ%ﬁa& 31
S

that solves 6?ns pro%ﬁ’ﬁﬁﬂ B RIRI BB SrP edinsemat equate
thidfetieaCHotal Retuwst drigharTotht Reanmintexamithsthesondy Tiffewenee rat
reflectediin 6asts0b l@@ﬁl&mmmﬁ%aﬁ@ah;ﬁ%@wF&E&%W@J%ﬂf@&?gts
tym%‘gg Aneurr 9 drlregt he or lGdII’E X ijsucch as transaction costs, fees
hedging costs and ro 8o e ighOrEY, e Wsightihg: ﬁ?é‘fﬁ?)&’@rﬁm%&?@@j
|nWH@dfa?u%%%ﬁi&éemr@qyméwwenmmmpmmlémtﬁmammms
arRttiahitiies wand-adey wieigbiedeautre-rePalanei gl e A8y the Total

tr%Wﬂ@éQQh‘Q%@ based product that allows investors to buy or sell a
single exchange-listed and traded security that is structured to represent

ar?ﬂ%éfewp% Bd?ﬁérré?%ﬁib%@b(eqw@f@@%ssmg tymieathionankito frask
geaé@wwdmmwtmfda@sme»@@wﬁ || maﬁ@mweﬁﬁmg@mw@m@s
S I t t Sels ven
thrh%a %ﬁgmgrgé%eg n%etgs;b Ezr% (@ﬁgﬁ%ﬁ ei} %f%th ewit%us cLfdE &@ﬁ{ég?@éﬁf? S

(o?’ngdﬂ%ﬁ’%‘gg'@ﬁt%@qéﬁﬁ@l’@@ﬁ’@@f‘ﬁﬁd placed via an in- kind trade into an
affifdyed:strdctunallAnrEide ishageaissiva ivastmenidhatiades, %@}a&%ei

li i ness da
j:g%g?ﬁii%%?fﬁ%@e@ﬁﬁ% A SR o
u

Yy §asked 7 Sinest %&ﬁ.&fﬂé@&ﬁ@%ﬂ@é&@@qﬁe&@wagtdm@gtday
OTurmiésonieradeeindief uddsr)egsbighsrsacagemeabfreoand baveity

h h@hé&%ﬁﬁ@@ﬂ%@ £08I Jesk/anSParNeLARd SHTBR AR R ELRER,
m?ulﬁw@’uwggr?y%%tlgt%%g%r bond) assets are aggregated and placed via an in-

kind trade into an approved structure. An ETF is a passive investment that trades
as a listed security on a regulated exchange during the business day, that provide
investors with the ability to gain investment exposure to the underlying assets to
meet specific nesds of investors. In contrast, most OTC funds only trade end-of-
day, levy high management fees and have high transaction costs, lack
transparency and suffer adverse tax effects particularly when actively traded.
A direct invesiment exposure to a foreign currency fraditionally has been achieved
by borrowing the currency, trading currency futures or OTC derivatives. Currencies
typically also have well developed liguid forward currency markets. Many investors

W{#at5us indices developed to measure the performaR€&/afians/001408



30 A direct investment exposure to a foreign currency traditionally has

been achieved by borrowing the currency, trading currency futures or

OTC derivatives. Currencies typically also have well developed liquid
forwafHRELYPEHEy markets, Many investors WO 20071035986  PCT/AU2006/001408
PCT/AU2006/001408 4 however do not have a simple convenient way to
access a direct investment exposure to foreign currencies The ability of

mfé%if VETRRRERRVEf iR B ReRtigTB sV W abeepriselictcConsnadities
anéxpostendieiaim sionglesieonvenient, low cost, transparent way is 5

extremaly;:lingi re t lack of ETF structured securities
d on'tyCoﬁ%gEc%%/%J?u@ég?((%p rL%Vrle-ééénn%!Pn% APttt die pitshials or

base . , ‘
caSh TSHETE AU SHRAFISS i BitiToitvaRnapericmtesst niarkpt for amy is
3 as8gdfsraaigHimisclirrencies or metals, 10 that are able to be listed and

tradteeromn a @%ﬂ@%@ﬁ@@@%ﬁ'&@%@%&% e Suctire of continuous
issuance and [ﬁigye%}ion on demand. Additionally there are no EFT's
f

based of 4 it S PR eSREraettviaikesior an asset such as a
currency!Vsaditionaleassetiksesimentsinvove the dul-aollaeralisation of e
long assgt %%Qé%@%ﬁa‘é’iénrﬁeﬂ&%’g lo rgrll&aerssset appreciating in value

eld.

10 ar][gact)ften 'itﬂﬁaﬁ %ssésociated positive yi nvestable securities based
on'in |(E%§\é(/§ iR8 IRIFGiAND EAABHSH PRagEBed wshanasraddes fongTenly to
erdtivgtoranfinvedtomistissumaditonak s aneiah 38sRiS Such as stocks and

bondsichalg approachis dipyitl i r set values can go down
asa\révglql;)a jgh There is a nee%%ggoggﬁgﬁﬁlﬁﬁéﬁ%reﬁﬁ?gﬁf 8%%8?5 et for

provi .e? euopsgsalt(%uﬁrﬁ&gyrisk exposure to long only traditional and
coTibens Bessidnivaiemnennselvariie sl SN pateRtanplcalienasset

15 200a/6a5A V68 diselasestanedbog ol AURRISIG 8- gammoglly Jnancil
|n§£%%mggggg%gg\ll%ct5n%a num of component manmafl) pro\gu_cts to form
a composite commadity e iNGCH dERRRGE pRdbdieeiardie e
trEtReeP upto’a e Anfatior tieed 210200410 B6 65T disclosesermethad of
seculitisigiseaonRtrachasashon apindexy 66%8%9@%%&}5?58%% lemé{‘fntgh?o

c issuing additignal shares which _may be redeemed,
P%?\{:ék?ggg %%%%%%e%%%%%%%o R4 KD FmiEnt AR dsratlpes for

20 alternative invesiment assets thgt provide the opposite price risk exposure to fong
only traditional and commodity based investment securities
USA patent application 2003/0154153 discloses a method of administering a
commodity financial instrument by selecting a number of component financial
products to form a composits commodity then forming a derivative product that can

25 be traded up to a termination date.
WOZ004/006057 discloses a method of securitising a contract based ¢n an index,
An increase in the value of the contract supports issuing additional shares which
may be redeemed. Purchase of shares involves both a cash payment and 2 futures
contract,

30 ltis an object of this invention to provide an investor with a cost effective and
efficient way to invest in commodity through a structured investment security that it
is able to be listed and traded on a reguiated stock exchange or similar market. .
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contract, 30 It is an object of this invention to provide an investor with a

cost effective and efficient way to invest in commodity through a

structured investment security that it is able to be listed and traded on a

regti ey Yd%exchange or similar market. . WO 2007/035986pCT/AT2006/001408
PCT/AU2006/001408 5 Brief description of the invention. To this end the

pr%%%?t invention provides an exchange traded, structured investment
security WHICR 1 ha5EP dRvaRtRRet and is linked through its entitlement

antPapiendlipdtsrpee tovtgioralevardRelOsRR ARG Af e B SFEE AR

MeRskiad» Agal N i et having a forward price structure,
a g%r(x/ar{,jorr%%}ali@ t,mﬁawgy %?t%g%%d%??iﬁ Sl% gBﬁeﬁ(Z[rfl;g %ﬁé‘ﬂ%‘?\%?ﬂfmﬁﬁ"em

anot ‘8P Reset Wit ST EXRiNe aapeTrsrsivethklessesds soliveainted
arfSterlassenitaiatsehpitigaterharing dhesame Vakias dhe.Assel,,

Thigintentioneyidesa seeur ' that may be based on an
a%hséé Q40 derivativ .a§ss %r@%ﬁﬁ#gﬁﬁ &c()??ﬁtés?er Ef}r/?c‘? Jd’i“r%é BURRbEXPIY
limited to a comniodity. %‘E@EHHQWCW?}P? BasKeV St arrintexdt alajedfaving

thE&SAREL Ne 36 fAvEREYor term) price structure, a forward contract

market antexpirationsdate and, ca be {rﬂ@gthfe;qw&?e-rhaesesae gurity é%set or
orter unique-

risk/return characteristics &AL BT BRIS ThiettiBieR tkeammodity,
difetifFisianiAdesken ardidae s andatibesecirithtinkediodit asetbased
onran sindeulyingiaseet @rneseAar0R8 @)?&Ha%oﬁ%%%e@ﬁ%{ltﬁ%)n 5y ga%ﬁ

e

p A lying.asset is measured against the index.
0o, ER PR oo e Remad ofer

ntAYREE SR iR shRMEsaRREED the underlying has a forward (or term)
pfice 2@:sttyofune e ¢ AAREAGHERATSANALBR SXRIRARE. (AN,

[ r imjilar termination date), The forward price
o L L S e e
COHRAGECEhFHORPIAEAG AR i7f Eitherdstokwastatitnosasortangaiet the
nisithier] 25 Undedviling:te=this inkienting sheHndenying-asselcanbe;molled
overdsta rlyi Wi later expiry date on a particular
value o %h%?%ﬁ %E%:ﬁ?n%%f“tﬁ?e% %Ffﬁftg 147 Ho%n% JH&8s held
(%%Jthgr%g gﬁWﬁé Haftarket and an expiry date (and includes a maturity
date or similar termination date).

The forward price structure of the underlying asset market may be in
backwardation, contango, and from time to fime in either backwardation or
contango or reither]

Accerding fo this invention the underlying asset can be rofled over into new
underlying asset with a later expiry date on a particular value basis wﬁerein the
claim of the security to the underlying assets held {that is the entitiement of the
security) is calcutated by taking into account the sum of that part of entitlement in
respect of the first designated underlying assat not yet rolled plus that part of
entitlement in respect of the next designated underlying asset rolled from the first
designated underlying asset on the current roll day plus that part of entittement in
respect of the next designated underlying asset rolled from the first designated

underlying asset on a roll day prior to the current roll day of the current roll period,



security) is calculated by taking into account the sum of that part of
entitlement in respect of the first designated underlying asset not yet
rolled plus that part of 30 entitlement in respect of the next designated
und‘gﬁﬁ?ﬂj’ WL rolled from the first designated underlying asgetiosotes/oo1468
current roll day plus that part of entitlerient in respect of the next

desi d underlying asset rolled from the first designated underlying
asﬁgé%%% "a 1ol ¢ ég%??bﬁ“’?oﬂ}ﬁéﬁaﬁm Follugaly BttRE e ning dtrpenio.
WS 1095956 PETIA I8H066/001/408 r 6/ change:ipetiement in this
inUetitio prisrduerie eithelsthestlling rlying assets or a net
aqi'%wgggggtgr ol gec%%}bina%/i n gfg t})ﬁ\é?ﬁdgﬁ#&%gﬁgr%%{ RIRHES 542y
securitiés and indices the Toir ovet PravER IR Froredlumtity Hassatamin a
dRE FEPLeER IR At il Brelsainecmuinbesafasseis sitea 0 later expiry

ﬂ%ﬁ brgtu?h@hseeksbt@ Eﬂ@;?thtib@l\c a&%%%mﬁséﬁéﬁ%él%eco%hpe Xea#%*seof a
; | : ners.mro rior art where componen‘s ora

com %ssiqt%e ?ﬂgg%%féggﬁa%g (ﬁfi@é}r BRrEIRLGE N RiltRe drdmeahdex

at” '§8&%?i8ﬁda?1%r iBeRcaReRsamiscea tirin et A theilfizad vatie-oheaskht in

cémpoiensichtbeingex e rehangss arsingframd %'ﬁﬂ%\é‘%r%%ﬁﬁ%ﬁwa%%%ms

obthe ingex-carPaneiis 40, a1 from the rolling forward of futures where
the index has futures basedugggér%g‘f(})qﬁéenyé}?Lﬂ%ﬂ%(ehﬁf’igftﬁrﬁsﬂﬁ?ﬁ%% based

s8CUREREMhd indices the roll over of underlying assets on the value basis
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dispesalofibedirst | - lying asset are gutomatically 1
reinvested ip ac &EIIF%]% %%ﬁ%%’%@eﬁ?é%&@g T}iogebri?/\(%ea&%tt%?IB?%?eeds
expiry. “?H‘e%%ﬁ%@@??ﬁf% fefeliyh iy seseiadomtsaiatrs setsiccamboditealry
thYinciartgad iormovdsnh theeest trsang daesnotiRg UL 8NGaX expiry.

rebalancing: AJnlike R IS, i ' rovides the roll process is
ahle to b%flexib!}/Fg;%%rﬁ%e%l%’n@%%gg%%ﬁ%oenmaﬁg‘ﬁ ARG RyEHgn

Qverogﬁséh RURBer OFHIAGHE Gy EausH By eo rmpagBRN@IHN G trior art, this
URETRpmgragses tarkdtpisaer ietolis toptiom:day, yretherdhy Hmyitatian.ef,,
RACENeNE wRBlansed I I \ her market impeding
qur&ﬁ%@éeﬁ%qeﬁs defers %@%@@é@h@%&%ﬁ&é i{?é?d?ﬁ@%%%}?'?h‘%‘th
ions

roll proport a jus?é%e s desired or otherwise specified. 25 With a
Jedifity st iavaRtionveitie iy fiolltatier of prderyingassels minthe

vatuiest closure or other market impeding event, the roll process defers to the next
non disrupted trading day, the roll proportions adjusted as desired or otherwise
specified.

With a security of this invention with the rol over of underlying assets on the value
basis provides, per security or in aggregats, the number of underlying asset units
increases when the forward price curve of the first underlying asset to the next
designated underlying asset of later expiry is in backwardation and decreases
when the forward price curve for same is in contango, and is reflected in an
increase or decrease in the entitlement respebtive!y.[ Accordingly, the investment
risk exposure to the asset on which the security is based increases, decreases or is

unchanged due to backwardation, contango or flat forward price structures
respectively,
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basis provides, per security or in aggregate, the number of underlying
asset units increases when the forward price curve of the first underlying

Ezz‘l%%tgﬁw%ge)(t designated underlying asset of later expiry is in

contango, and is reflected in an 30 increase or decrease in the entitlement

regpectively. Accordingly, the investment risk exposure to the asset on
Wr%%ﬁ%ﬂgegsﬁgﬂﬁ%% fg%’gﬁé’ i%@ré%s%g?%cﬁ@%@% et ctgmied eueito

ba@lGardalicn dbpramgotalyfiapmavdnd pricerstndosresicresRagtyely. WO
20aT1RESOBGRCEHIAMRNIPOIAAB) 4 mr}%%irﬁe ntit] %aeunrti Jrom the
er i

ro, itself does not change the security value, Ra erlying asset
inﬁgﬁgﬁfﬁiﬁ%pégﬁﬁ%'ﬁrrg\%eegﬁﬁw&yo‘fﬁi}dﬁi@ﬁ%@?ﬁ%i@iﬁeﬁ‘aﬁfédr&fedﬁat

th%%%?ﬂb?é%i&ﬁ“&ffﬁé%wdwfaéwwnes@msrgaammandmwmaﬁ@%ﬁt of
latesigratarityndechiangadet hesesurvaiefiomdhe rall is derived from
th%i@esﬂé'?é‘?@é*%‘&&?ﬁ@?é?%@&% with thIeJE spotoasseist %ﬁﬁ%t%ﬁi%h%%%ﬁf/n

; : AL

ag ired designated underlying asset over time as it approaches expiry,
su”gﬁféﬁ%‘f?@&{?ﬂ 3 lETeiBrsetiEnastthe eihesnanda ohis shuegaiontde net
fchéjng%nnemtemmht_mgeda@&@Wq@t?&nﬁﬂ%mg%%@g%ﬁg%%em
aetey; W t t results fram the Net Adjustment |
f%ctorrch nges th(‘ljg\/\%a'?l%(le&J %rlgéf%%tﬁee?usﬁ&r%}?%% AdHsiGatiRestrrfsctor
IS g ?&ﬁaeta TGREEY A 30 5PN P Biedi drdditnsaityiqsdriodivatipomonenett of
ir? RESHEH 6fmm@mmtiammmm@nb%ads?@hg@t@g% éﬂwdﬁr{gﬂﬁﬁtﬁ%
asnanprepfialed i n calendar day. Typically a credit
to.the security isgir?f %%ﬁg?ggglﬁr; r&rn(?g o%vcéie/ge];i % %’rea%fgﬁg&dﬁ’ discrariines!
mayri%?ﬁa\gee\é | OBLRS kg S hrPiSTeRp ditbede s armp ind inatisraicor
cRtbrily Suehany riandgsiven peapensesdneieemaJEANSAGIOR GONSnd fees,

[ b ' ts includi . ind f
T s e TR AR

specified JIndex, of an individual underlying asset or of a basket of
inGffdaal tirfehiifity 20 seds sifrehidsarapkape pienshxHeIbCa iRg ShE,

aadepositan-etyemsy DHRlGANY: | ' ' combination and
Sgg%&gjg?g ié\ cgrr(:s ondingﬁgr%%gﬁm%%%%fr%ﬁw&% e%dr%r@é@ors

wit expos’ﬂltr]jrsee to pariALIAT ReKTPARINI RS BRTERSIGS 6 tResyRthatigity, the
At hiaTRSY WRABIRHe redd tuawerdte airestiypiing terms. This
arrangement provides investors with exposure to particular risk/return
characteristics of the underlying asset market without the need to operate directly in
the underlying asset market itself,

The underlying assets or their equivalent are held to back the security and to maich
tne lability of the securities on]issue outstanding (as reasonably practicable to do
80, typically rounded to the nearest limiting asset unit).

The security ig| preferably a fully collateralised {un-levered) long security
comparable to an un-levered long position in an equity or bend.

In an alternate embodiment the security is a fully co!late;:alised (Un-leverad) short

security comparable in part only to an un-levered short position in an equity or
bend.

wardationand decreases when the forward price curve foPSHAEGE6HHT 1408
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the underlying asset market itself. 25 The underlying assets or their
equivalent are held to back the security and to match the liability of the
se #i%.g(g?%e outstanding (as reasonably practicable to do so,

all

typically rounded to the nearest limiting asset unit). The security §dj4U2006/001408

preferably a fully collateralised (un-leve’?ed) long security comparable to

s laves aeRSRIOD D Ml ot O era

embodément the 'security is a tully co

CRlifty ESREERb Y Fepai i oidhapeantcvarseshartpsitashio amy be

g
sedtit
eqigitganablsrickkiig 2007/035986 PCT/AU2006/001408 8 The security

A ) ' itv based inst t, a debt
s M s gl

baﬁedsinstr. ment, or as a hy

mayebeeCrLérgl%és n%%%?ﬁ%‘iﬁ%@eﬁ’@ Byt thexshargssetirityymisg be traded
lePEPaYEI0@ Gi8ar investment returns. 5 The security is preferably traded
oneeregtilate’ exshanga I r-the-counter. The
secp%gé/fi&? e refgr?bl lgrtggggegn% g gse%?a%g% é))%%eﬂg?%ee!?nagnemhange
exchange tr%e’ﬁ flir (EAI/’ é’jpé?ﬁ%ﬁm?, tﬂ/%ﬁ:ﬁ’l’ﬁf’@ﬁl@tf?ﬁ@@@ﬁéét@ﬁdﬂﬂand
retfe8ridtfgRd@ERfand on any trading day. 10 Unlike prior art for
traviitienatstaskarnhenbFT Eswh ' icallyinvolye. in-kind
transfer of $sek ’ai:? ét greferre eﬁfﬁ%ﬁ?ﬂi&%oﬁ%&gﬁg%lg/é"ecr%{;&fg\ﬁ%"f@
are for cag% where the b%?l%i%ﬁg SredRRnsRiBRIBRERI G Fereymigns are
aductesaErsaion el disposial bt teeusitenpingasses pyayidesseagh of
equivatenindadus i alie secuivhalierat rpdanntion, 15 %‘;k%‘?&%‘%;a&o

i, Rreferr ﬁi%g dElli nt a security of this invention may be created and
redeemg}éﬁ] glccfr8 zarr%m ith & method and system for the creation and

re QR RRGH BF dbereriserigminderalpestcutiy ekthmngertiadechiung
(ETB)es rndtarisdereiiheddatesherain 3%3@@859%@@@%@9%@ ent.a,
S I | e created an regeemed under one or
AR R b e ST

bASEd6H e RIRgthiabY hrergisd futures market contract and each futures
coneragtancritie kashauklished aetlement BUSRION BaFRIBICALY ang
redeemed under one or more methods known to those skilled in the art.
The security is preferably ?based on an exchange fraded futures market contract
and each futures contract month has a published settiement price on each typical
trading day. It may be based on forward paper contracts for physicals of a physical
(cash) market which can be cash seitied for which there is or can be published a

price assessment each typical trading day provid ing a valuation of that market, or a
derivative on either of futures or physicals markets, swaps, or

A combination of these for which a valuation assessment is or can be published
each typical frading day.

The futures market contract is preferably any commodity based futures contract,
including but not limited to: any energy futures such as for crude oll, heating of,
natural gas; any agricultural futures such as for com, live cattle, coffes, cotion or
soybean off; ,any metal futures such as for copper or gold: other commodity futures.
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trading day. It may be based on forward paper contracts for physicals of a
physical (cash) market which can be cash settled for which there is or can
be published a 25 price assessment each typical trading day providing a

valugstionwohikatmarket, or a derivative on either of futures or WM& /001408

markets, swaps, or A combination of thgse for which a valuation
assessment is or can be published each typical trading day. The futures

mérketreontizctis refesabiyrany sommemityhased fulures contract, 30
ingldding Rutynot limited to: any energy futures such as for élrlﬂe ecc?ﬁ,%rad may

he ting oil, natural gas; any agricultural futures such as for corn, live
ca@liér, OSHEE T ECRAPIR YoyBEaredinexnip mtid disttremstioh ms fongagper
ORI oifer omiguity diacasc NARDOTUSIARE AT ALAN6001408.

9 AvsuErency-pa ract, or finapcial markets based futures
conragt tr)lajefgliea(\gjgﬁ%)%%ﬁs&g}&ggﬁgehgf%ﬁ@@%‘%ﬁﬁﬁfﬁﬁ%ﬂ%ﬂate and is

developed liqui PSRRET R pReiEenasset wiarkéater PHeise doteigheexehange
cotifieldEs giva nsinmiethehasaeteristic ster kYo B0RRACIS: <2 JRWATd Lo
prigesfsycture, a forward market, an expiration date and is able to be

rouﬁ(ﬂkfé)rvr\{arrdrin 0 ano Q(@( asset with a later expiry date wherein the
asset is rofled Intd anotfier K58atthRhaCI4taP Bxbased ats WilyinGttheisamieon

valuerssrifeaisseigruniikenpyitmarthependerlying asselaba CHUIFENGY 4
baseitbatey bl RiHD EvRMiPBIA 17 pRtignally a foreign currency forward

p a.curre futures, or a contractual obligation based on
eﬁﬁgé g? {H@%aﬁgr gﬂs@%ﬁ@ BRARr LA Rilissios sritrectaareptigatiothe

tFAES B FEEEBFIETG the terms of that security. For a security based on
fd‘fwardawrﬂts%rb@;mm%%%@&ﬁ%@ﬁ@%@%ﬁi%ﬂ% F‘8&é%a5c A Blgaton

C%l}]{,ﬁg%gﬂgs terms_ of that security, The value based security
preferably aﬁé@%@%fﬁ?ﬁiﬁé@%ﬁjﬁ%ﬁ'% generate investment returns

frbifi YRHSSERRE P Aeratdiy Hcoraterotities &nd saeNGiRSIBsIBVRS 88 enerate
fmuwimﬁnfwwe; sofenssalsd gﬁ’@@tgébfy% SRRIARL IR ANEA o

c ng_indirectly, preferably in an security, in

fl% %egsé%g@éggts @P%chgt yégg sﬁﬁ%ﬁi i*gSiF F%ar&ama%a@&d@%@ RiYS(IBS)-
SRBOHRISH TR RYiVeston irsieeiynudipesorabiy ETF security, in futures

assets directly or synthetically.
The value based security (VBS) embodied in this invention is designed preferably
to deliver a security actual total return (VBS-TR) that is directly comparable with a
corresponding value based security total return index (VBSI-TR) and the value
base security index (VBSI) flexibly constructed.
VBS is preferably a fully coilateralized security designed fo generate investment
returns eguivalent to:

e aroliing leveraged fulures asset

s PLUS a coliateral yield

¢ LESS costs.

For a security based on rolling assets that expire {that inharently have different

values) the‘value based approach herein provides for a security total return (VBS-
TR) where:
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to deliver a security actual total return (VBS-TR) that is directly

comparable with a corresponding value based security total return index
(VBSJ- the value base security index (VBSI) flexibly constructed.
253\‘%;[@/[%% &rably a fully collateralized security designed to G&THETEa06/001408
investment returns equivalent to: a ro]lﬁng leveraged futures asset PLUS

a collateral yield ,LESS costs. 3Q For a secyrity based on rolling assets

ot e e A S ) R rmopsakan e
approadiFHEMIAHroviiES forl Rrssessityastay pyRitingBE-aTR) vreere W kNt
2007/035%286 PCT/AU2006/001408 10 (r) there is full reinvestment in
futures [ nts,.embedded in the. security, through the roll
process%grﬁ%%aé%ﬂ%iﬂg{?gi s‘t’)'gar?%rﬁﬁ}/'énﬁ”& st%ﬁéjﬁ ,e%ﬁg( gt REnt
daily of #H&'\@RAteral yield into the underlying asset futures 5 equivalents,
sschithtiatper se@uﬁwrﬁhe:@m@t@;raham%ub@;s@ﬂQQQYMJgéﬁ@ﬁre@ﬁlMi‘ééé‘l%@
assg \ value of the security, and the collatera ,
yieldtims%%ogs s rﬁ%e?% Jl.lig%ﬁt{l%?ﬁ é@té‘_ﬁ}‘%éﬁ?@ﬁ al Qr?r?eéﬁi gaﬁil;\f%‘cféﬁf}slfs (net
CRANGEMRNAGE o f TRLSTEENYRYT Roirale plstansguiv st T Te Y BSYTR
isfetgual tosathedrelisdBSha RiesECrugud0d ntike penastithe MESIR.
CONIRDRLALRIIES (i RRd AR RIeIMeDt (B, 1o SHHUemEnt fetu
c S|sts_ﬁfaroll return plus a net adjustment factor. The ne a(ﬁus'i dht
fi’]iBreEB UIGS I SPUEOHARERE it s A R ret peissivemtiantproVitesst
theiflexitstityadacustors desigr@ i8S reansisingof ongor more
mfurities,obApnedyal anglsrly t defined
whether 15 fo?ran individual or E%%%%Bgé?@aan be lrﬁg?gﬁsgg gaﬁ%one or
KB A 2 BB R SIHT HRdREY dae trised B3l iry pimss), wisgher
vétoerdhthadsecaritpiredettotB B itsrpricejedtianyatithedisequaldo the

refarencendaiae dauitinliedayst | is a claim on the number
otr nd%%i%in %%set ESu it ggg? ng:%ﬁt%%%gge@ﬁr\i&%% which a security holder
o BRGS0l SRHAPAT

i A SUPRSRID SEEHCN Bhanyims (FargeBitrbeseiemmee

g
is' EnRttie
nipe ezdtivfrenbr bhangdamehethat is a claim on the number of underlying asset

units that back the security to which a security holder is entitled per security at
redemption. A change in value of the security may result from a change in the
reference price, or a change in the entitlement or both. A change in entitlement
may result from the rolling forward of the underlying assets or a net adjustment
factor (representing any debits or credit to the security) or either of these.

Uniquely and advantageously this invention provides a short only fully coliateralised
value based investment security that has unique investment return pay-offs,
accesses a decrease In the underlying asset value and uniguely and
advantageously has an associated positive collateral vield - unlike a short equity
nvestment in a dividend paying stock that has an associated negative vield. A long
only fully collateralised value based security that is borrowed and soid short is not
equivalent to a VBS-Short security of this invention where the coliateral yisld is paid
to the lender and offset by interest received from shorting. Unlike a long only
security where the price of the underlying asset and the security move in the same



reference price, or a change in the entitlement or both. A change in
entittement may result from the rolling forward of the underlying assets or
a net adjustment factor (representing any debits or credit to the security)

or eithben@fdizese. Uniquely and advantageously this invention geevides @ oni40s

short only fully collateralised 25 valuejhased investment security that has
unique investment return pay-offs, accesses a decrease in the underlying
astetiatue dectentgirefyiands hevaniageais)ihhas anassqsipiedposifive
cqj}@@ral yield - unlike a short equity investment in a dividend paying

st?ck that has an associated negative yield. A long only fully
ol P ATe AR B S Pes Ry B ReBE i dpid soRsHaroisafot

- 30nezpiivant necordixBBaShertiseda ity ot thisjaventan where the collateral
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yilds Baid 48 1 ender-ARARISEN R BISIES) pesived from shoring
Unlike 3 long only_security where the price of the underlying 588et a’ﬂwd
the secuorﬁvya(%né())‘i?éﬁrr?ffﬁe EanTRTS 9B 91 63BTERROPlIsEIR00E/ 02408

11 direcoigsaieirg dseinvyiticesofiibiesindsadres itsdn dinhiggerease in the
secuitys priss 2RhisveRHRR A0y ides. 3 AaIcY Al Yalie hased method for
e aple OLb ’

the structuring of ir%/estment securities that a € exchange

traded, 5 Base on'futlires SEEM O ERy SFHerRGHRR i dilemaimafiasts
with forafaeischateactsitegiretimencies), or contractual obligations with

CorSSPRISIRATCNEL PesHilteR AR 2RAIRE O flesg, £ agyond

VBSI c?nsist of? rice return’ plus a security 'entitteme
Security BHEIE FERER BiES MBRinEmERvRatoreireTiadts the security

strueturehAvIBStheddsaolimreatly tostpeuablessithiasqumespoadiog yalye
based Heorgical total return index (VBSI-TR) flexibly constructed The
value based approach to structure securities (VBS - Value Based

Secﬁrit@ée)@fgﬂef‘ﬂ@réﬁfi#é?ﬁéﬁ‘t@f’ the security The creation and
redempifencofatalneibsertseturitesnasessen sammedityslatdres,anchdity

non-comm%gi%g%%gc%%gg-t I arket such as currencjes with .
forward cgntracts inan ETF sHtr%tc:é%grgéEI \%Lg?ﬁaolrrg%s rgtafg,egjﬁgf:el\/ae?éa,{rﬁﬂ@%

collater4iiR &Y VGG EOBEIIdnarshor fMsErs)
VBS-Pairs - that is, un-levered, fully collateralised fong (VBS-L)and short (VBS-S)

secUrities — of complementary / opposite price risk exposure but collateral yield in
cemmon and more than one component part deriving from different individual
underlying assets in any chosen proportions or maturities and In any combination of
the component parts. Any VBS! so defined, whether for an individual or composite
VBSI can be matched and tracked by & colrrespondingly designed value based
security (VBS).

The value of the security (reflected in its price) at any time is equal to the referenca
price multiplied by the entitlement that is a claim on the number of underlying asset
units that back the security to which a security holder is entitled per security at
redemption. A change in value of the security may result from & changs in the
reference price, or a change in the entittement or both. A change in entitlement
may result from the rofling forward of the underlying assets or a net adjustment
factor (representing any debits or credit to the security) or either of these,
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20 securities - of complementary / opposite price risk exposure but

collateral yield in common and more than one component part deriving

frong different gividual underlying assets in any chosen proportions or
maturities an‘(f?n any combination of the component parts. Anyf 7E&y¥§o/001408
defined, whether for an individual or composite VBSI can be matched and

tr i igned value based 25 security (VBS).
T s e oL LA T T R R btireshne

refBIERCE PABEHiGRI IR R ARG kririensaatIRati@ed.claim on the number
of unelerBing arstetremits thabbiack: thensaoniibuiy whisha seauity hgider
s eniled gt ey gt sscamalion. Aghange i yale ofthe securty

e

may result from a change in the 30 reférence price, or a lg%éwifﬂ the

entitlem &N BPBBHN AEMYEN sesrifierTasehes sissukorsahe rolling
forward &f W8S undéBagassetsrer prisetadiusimentstagtay (LpRrRsMINg
any debits or crediy;gstheseciiing or either of these, W, 07/035986
PCT/AU2006/001408" 12 This #g\)/%r%?ont%?ée\%dnég Erggrticc%u'%érlevrg?ﬂ}é babd
method o2 S GEfIIRG St Estment securities that are able to be

exchangétrezied baBademmdatiress cormmagity 080U MGy arcash
marketsawiih:fgrward contracts (eg. currencies), or contractual obligations
with 5 c§ responding terms with securities based on either of these A

VBS and"IB8 S ILRHE ST Srespritiireturn’ plus a security ‘entitlement'.

VBSk= SecungfibriendrRefergose e bRailemenidbabialsnis ot
securityssifueture The approach.to structure securities (VBS
- Value Based F%”Secﬁﬁg%gﬁés%ﬁt@t g{r?f[1re(§rsitmo1a %%jrge%tﬂlﬁﬁg}‘r?he creation

and fedéfpligihsorifidhasder s fithsplaedinedbmmome:Liaturesor:
and norf:casrs)edityriasedsfuisiaseinar T siasatirecy BS Balk o thatss,
un-IeveE%qatg;gyﬁgg%egglﬁﬁgnlong (VBS-L)and short 15 (VBS-S)

securities - of complementary / opposite price risk exposure but collateral
yidtd A EsRID A RERRFIALO0S RRkHsbtakR Riea Sadrtredrasshange
tradestioonesodity dtvestmend Becuvitnaecarding to this invention include:

» direct exposure to the commodity price without the having own the
physical commeodity or trade in futures:

= security price tracks the commodity price;

« accessible; |

= low minimum investment;

« firades on a regulated exchange like an equity or other listed security

s transparant, '

e low iransaciion fees;

¢ ease of transacting, convenient;

e negatively correlated with traditional asset classes;

« created and redeemed on demand

s able to be borrowed / lent — sold short

s margihable, lendable
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direct exposure to the commodity price without the having own the 20
physical commodity or trade in futures; security price tracks the
corr‘;vnaozdlty{}grlce accessible; low minimum investment; trades on a
regulate exc?rgnge like an equity or other listed security 25 trin5paA8p 001408
low transaction fees; ease of transaclihg, convenient; negatively
OBrrelﬂ C?d with, tradrtr ﬁl@a{gset lasses; created and redeemed on
fﬁsgﬂf’ 'B'5e B6riowed Tient - sold short marginable, lendable
WE 20001790 8IS0 8 GhP@TVNUW@@Q%OIl&Si@emﬂed@eeetipﬁmof
the dryention The drawings illustrate the structure and interactions in 4
b0d| inve tlon igure 1 jllustrates th struct re f
o e e O e S L S SR O ey
nﬁr@@&@é ﬁ@té‘f‘é@%ﬁdﬁh@dﬁ(ﬁ‘éﬂ%ﬁ@a@maﬁ@fmmﬁréfﬁ carémfcpm
preickercigues? illustrates the structure for a security of this invention in

éﬁb{%@&%&%@é@%ﬁﬂeoreﬁ@S'QQSAJ' rgrﬂstm N8 he seourity

ing assets are futures contracts. 10 Figure 3 usprates the
s*ﬁaéﬁ%%@a SERGHRRH RS RIShI \N/Pfﬁ’éﬁyfﬁé @%ﬁ.@f@.%ﬁgéd on
arvindessiinked to liquid forward paper contract on an asset contract and

the underlving assels e fpovard coatr tgﬁwme%%rﬁrwem Sacurity

FI ure 4 illustrates the structure for a se urity of this Invention in w

‘é&?ﬁﬁ? ¥ BAdEPB AT ﬁﬁreéaf%vr@a.a%mrﬁaw BOAfERL G
&sﬁetrmmmdyragdsiﬁarmammalyimgramwmre donwatcticoniraets of the

%qm%ggs%é%tt%kg%oFQ%SL%‘{W&%Q?%%BQH@ W' &T Bt?@securzty

tles and of the process flows in the creation; trading and redemption

| dFﬁ?é%%gﬁt"%%@ HISHBITFDHFESARAROTIRA %EF]W ‘?fi@h‘r‘%t gnd

demanstrgtes sSecanycbaseticontacindekdifiked o Jotéres asset market.

Figure 1 provides an overview of the entities and of the process flows in the
creation, trading and redemption of the asset based security (cil futures) in the form
of an ETF, Figure 1 demonstrates a Security based on an index linked to futures
and the underlying assets backing the sscurity by Contracts, On any trading day
the issuer stands ready to, and can create Securities after receipt of a request from
an Authorised Participant {and no cther market participant), subject to conditions,
on demand. Typically a requestis in response to demand from investors and an
Authorised Participant, of which there is one or more, provides the Issuer with a
Cregtion Appiication Notice o create one or more blocks of the security or Creation
Units priced in relation fo the relevant futures confract settlement price to which the
security is linked through an index.

in order to create the required securities, in this embodiment, the Issuer procures
from a Contract Provider upon notice given , and the Contract Provider, of which
there may be one or more, provides Contractual Obligations under a Contract
Agreement between the parties. Contract obligations of a contract agreement have
corresponding terms that match the security based on futures and similarly reflect
entiflements, At any time the value of a contractural obiigation unit is equal to the
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20 and the underlying assets backing the security by Contracts. On any
trading day the Issuer stands ready to, and can create Securities after
recgj E&f Jeguest from an Authorised Participant (and no other market
pacrﬁgpar?), “St?k};ject to conditions, on demand. Typically a reqlfgéq’ﬁj
response to demand from investors afld an Authorised Participant, of

Pt N b T A S

vall
- Application Notice to create oné or more

BRIES PRGN RReB atoPR S theeele ey et Rtupe §ebhaciche srlemient preteto
Vﬁhaﬁ:iﬁldl‘@s@&!}mw&ﬁkﬁdutﬁb@ﬂ%%b&hﬂﬂ%c%ﬁ@@ro@@tﬂ@%@tim and in
I ir Lifi i is iment, the Issuer pracyres from
R R Rl i
FEHE - BHE S IGFRE IOV dEs eiipa PO RfateAS AN a
Gonthaet Agreenanhbaiweessthe paitieanc ontrack aligatiorsefrr is that

Ctﬂé‘%%ta@gWWS%Q%F?&%Q@Z@(Z&C}{&@Eéfﬁ@étéhﬂi@%ﬁrbFg'gegi?é%i%a

based on'futures and similarl ements. alue

f . t any time the
L SRPACRIFLR BT GETOFBRtE BATATTS vty DobA(epsgmevhich
RETiIRY 2006/000408 of devahire of sthewecanitynA eontract Agreement and

t*ﬁﬁe%m@gwb%u%ﬂ@agasmgg%@géswg&mﬁ%m@a%ﬁ@%t

Issuer that back the securities créated and increase or decrease Iin

RIRBRISRiIt SRALHL FEF SRS TP R REBH Y aRR R AR ESXSTE e Rically
cerraspondtoian initr easetos dedreldsss inrthal d/aveniofth ébrsecwtity

WHRRHIREUHNG MANAdRRRLIBIGHRNIAR, ANQBE] £FANREUENGROFom
acqu%%%ﬁfi%sets mezt hﬁi/?ercor esponding terms from the Cpntract ‘

POV 98 AP T PhAITGEHRIRY SPEEEH PSRVAREFof expiring assets in
thecrdlhprecess nray becouthsomdesbandris et Feisrehtof e pederivied

dicectly Ry theksuer e frryideshe.advaiiags. of ARGt value to
management and costs. 10 The Authorised Participant disaggregates the
e e Sehahisse -

§E%ﬁ_ﬁ [F PhaHE? 18 that are placed directly with larger
ifeestty sedempitied Mehdticg kited éxdhangssl Badiondatyimadiet with
IRWaSIARSoRNRI 23S MBSalddnventany: Al rRasket pARicnapis. Ohenhgn.

Authorised Participants, must acquire the securities from the secondary
REAEEDs ’W@rr%eg I%ﬁé?j securities exchange. 15 Creations are for cash
whereTthé casioreppiite #hediie okaminofahdnimdedyingTentsefsanagon on
diskesadafdbeunderyingrassets Rravdescash-of eeivalest \aliedo the
Si‘% ul#égythré?lgr%rrgatrzg’gg rtgpotéor%lied forward and replaced with similar asset of later
explry under an unfavourable taxation structure, results in the diminution of
investment assets and consequentiy inefficiancy and underperformance.
Accordingly the Issuer, a company whose purpose is to issue the Security and hold
assets on trust, is constituted to minimise the effect of an unfavourable taxation
environment because of the negalive impact on invesiment assets held, particuarly
from the rolling forward of expiring assets and cérrespondingly the value of the
Security.

The terms and conditions of the Securities are established according to a frust
agreement batween the lssuer and the Trustee. The holders of Securities are

recourse limited to the extent of the net assefs held on trust, The Trustes is

?ﬁﬂﬁ/()GMOS
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Security redemptions are initiated by an Authorised Participant providing a
Redemption Notice to the Issuer requiring the redemption of securities,
similarly to 20 creations, in large blocks. The ETF is designed with a

spetific¥B{etive to minimize the effects of taxation on investmaRt; REsekS oo 1408

In an unfavourable taxation environmefit, assets such as futures that are
required to be rolled forward and replaced with similar asset of later
eXPHFUNGEP Wi uliTirsu Ranendsritorirsrapesitsatesuitsin the diminutiogiy
oﬁ%dmﬂ?stm aswﬁaa%%fﬁ?efe@m@awﬁiéi%@%@@%m may acerue to
u | e Issuer, a company whose purpose is
S BB e to minimise

tHe BHUE B4R GATA0BIINAIIE edraties enlikshimeate ez asseinf theers can
negeoividimphgtondnvestent asselsshelthsaariaulady: fom thesaling .

farwargof expiing; re ingly the value of the 30
Security, The termségﬁ%%ﬁ@d%%or% %S?pt é&é%:ﬁm%nsggﬁsesé{% Rhét
a

BE7OMY 0 Aaiidiretreiisiarninsanass ey 155t ef HecReferFnostBacdhe
holdeestof Seauitiies fteraepoursetlinteditg taddenafdhe neLRspels
ol TS, Trustae IS0, 200T/0S598A PCTIAUZ006/001408 15

S |Iar!, recourse limi Dependent on t pecgﬁca’tion of the security
op?%gﬁga%?/ i €8k P TR G e dary i Reekpeianritpmenhiebitestal
fapidenalsacorie toldhesvatiéatahecsaesr ty<anthopiiosalhang@mith
NOEGRaiNaBR AIRErAALKE iy 15 @iehristwhere the

sag{:uritg/ holderE?cin 5 r%ﬁ%&nsié(&@%}{}%gﬁtﬁg@% t\a@; t%%sﬁelg\u{r%s?reaﬁon

constituted tHOSP SEHIRE 71Ri67'¢ BRMHEWhited States Internal Revenue
Cotee D gETars divmridedds! sushebititist--Dptiosatbyrily te dutenes index
seitiementipdsa s erblunuay ol liedRelermae rice . plang he
%ggré’lé%é, a r]:ut%l’%s rice o{_the frading range 0Of the trading fay of the '
Creation apphcation Phay ait8ae (M YsifhoHERP B8 Wee P Sectmmion
dredliction fetheebmgansosetied by electnonicssittitemeniibatetiests.e
delheeny;ofaeotkity holdiagsgetiicaies aoginshaash.and s LIEslone.
i‘g}gl%} S are malnt%%eqpt%a security registry service optionally wit "the

S a

creation Ve paymBREeoRarioHY haeatebeliiters

qurl y creation i\é?ter
ERylPERS Wiffes $smunn IFithere ateribed Ralitisraté stz Stauety asedyastans

ineeskibipkedindHimes-ans tae pdadwing assets bagking e seeurity
%8!.}(‘%%,[‘%%8??&88 a Security based on an index linked to a liquid forward contract
market on an asset such as a currency and the underlying assets backing the
security are Contracts from a contract provider based on the forward contract assef

market (currency).

Figure 4, illustrates a Security based on an index linked to a liquid forward contract

" markst of an asset such as a currency and the underlying assets backing the

security are  forward paper contracts of the asset market procured by the
Authorised Participant who tenders a Greation Application to the Issuer, or
optionally by the issuer directly.

A preferred embodiment of the Invention will now be described detailing the method

- of automatically managing the pricing, vaiuing and trading of the security by
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contracts, In a security creation, the Authorised Participant who tenders a
Creation Application to the Issuer, procures futures contracts that are
transferred to the Issuer by way of known ‘exchange for asset' (eg EFP's

and' B8y Br5¢&dure where Dby futures are received by the Issu%?%ﬁHm‘m“”"S
corresponding Creation Unit(s) are 20 &elivered by the Issuer to the
Authorised Participant at settlement t |cal after 3 business days,.

CTRURE TFEISE RAIBLGHES A PP Eh A iy W Brh g one
ilursteaitesye Setbebkbaded smeaiyimderimikél toiztdiciel fotwardedatract

MALKRI00, 2858 LR-GRRSA R MY andihe underlying assets backmg
the sec rlté are C%E racts from contract g[r wder ba§ed on th rvgard
&re e

contracl's @9( rlué cy?C u e4 irSaEe A

ustrates a ecurEfl Baged"
oniidntirefesninkeldteanipuikfornes dradafiract market of an asset such as
a@g&m@%amjme underlying assets backing the security are forward
er co tra ts o the a arket re he
i e e e S
op@@ﬁéwfﬁp %H@Vﬁﬁl%‘rfﬁiﬁé/@ﬂwe Aaﬁ?éfé%tﬂ'%ﬁ%%h Hi@iRD 6t BRssfl\Rrish
wilk saw ibedescrbed detaling tramethod/af astenaticaberandgingdber

| £

DR s e e iy g et
ofrd mwé%sw%éwmwmﬂylH&%ééﬁ%@%ﬁf@&ﬁe Uiy
iIndedone mmadateﬁwwmaﬁatm timenejhtbd fefecreatipricand

redemplion oLine Sreulibyf\sPesille Lamele lRoRd sesyibEACGerding
ti e base

IS Invention Is on on an 5 oil futures and which can'b

eﬁ@ﬁ@ﬁ@%tﬁ@a@eﬁ%@w@tﬁﬁdﬂlHﬁ@%%ﬁ&%ﬁﬁ%@&%ﬁaﬁ@@tﬁ%{&éﬁwm%
camymadigréeetcrommeditg)unyeStER, secirityods thisdmesmntion is a

2 %ﬁ 3360 ¥ %%'nge%?ﬁ)é@?% is-Dasedao-and, direaly:linked dattheim

rmance of an underlying asset %‘Pr this example crude oill 10f tures)
trﬁf@%ﬁgﬁsm feerehe ertitlmafte s ErsinaRite dPmRctABLRTTIRY é&@fs
andrthei tinked¥BSlartumdasureg agasnst an index, in this example, oil

fU’Pﬁrg @n%g& CNHeX MRS I5; i‘ﬁ?%ﬁ)‘%@%ﬁ@@ﬁﬁ'%%’ lwgs%%cﬁégﬂ@%s;tzon

rlce e security, constructed W|th the value based roac{w o onl
e%‘?ﬁﬁ‘f@or@ WL protRaw'ahd redLes ﬁ{%ﬂlf‘m% ﬁﬁ’% it %%St?oncgf y
anrd actuahaytoamesy futures contract (eg crude oll nearby futures contract

described below), an index for & single asset type based on more than one maturity
(eg an index consisting of the first four crude ofl futures coniracts weighted
40%,30%,20%,10%), or an index consisting of more than one asset type but similar
maturity (eg a composite index of crude oil, corn and copper, each of nearby
futures contracts or alfernatively differing maturity}.

VBS! so defined, whether for an individual or composite index, can be matched and
tracked by a correspondingly designed value based security (VBS).
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15 The value based security total return, VBS-TR, consists of a price

return (represented by reference price) and an entitlement return. The
entittement return consists of a roll return plus a net adjustment factor.
Thewet@mdjustrment factor consists of a collateral return less am-¢0StSs06/001408
This invention provides the flexibility tpycustom design VBSI's in asset
composition, 20 proportions and maturities. Examples of indices are a
skegtariigdbtitygpe based only on the nearby maturity futures contract (eg

cwi%m %%%[ow%@fgé&ﬁﬁgrﬁﬁ&e%%ﬁﬂ&% 9%%}@% Q%@f&é%@@gﬁ%%y

Seé ¥ e base on more than one maturlt_y %eg an Index consisti
PiTt 1P RFIAE B iPRAN R RN FHERS 7 dhies AT, 3695, BovEL0%), or

an indexfeomsisting of more than one asset type but similar 25 maturity

(eg a compogite md@%gfggé{gquﬂpg@m and copper, each of nearby
futures contr%cts or 31!] |ve differin maturlty VBSI so defined,

whether for an indivi ci?osﬂ(ée %egak?? ¥matched and
tracked byea Eorre§pc§i’r*ﬁiﬁ@ﬁ§}€1ﬂ@@1@n‘é’tﬂw&l%@bwéédf&“edmwp\WBS). 30
W o280 8M38898mPCT/AU2006/001408 17 Security Price For each

cunt he urity Price is eq ual t ference Price multiplied by
theeéntlﬁe%r?]%%t St the ecuﬁt{f,oan eg(rag;%%%r d W %8 fofmS=RxE

where 5 ¢ SaSiRETSHRIBRFRITET R Eh & Riefdtelscen PiBaqe Blirmstructed

below) o E isttheBtiltermens af the-Sess dbsdafinrg halow) Investment
Return The mvg]satm%nﬁr Win e resggltlng from each Security consists of: 10

0 a chan FF%@_'(lncrea\ e or decrease) in the Reference Price R constructed
@t fRFEaebant underlying asset market, and o a change in

Entitiexae obrifiackerContractnibarkeroritashis a fdtresiepniraek(in
ﬂa &ﬁg{&@l&&g%@%% JQ/ futures 15 contract for crude oilb that is an

underlying assets on which the Security is based.
e an underlying assels on which the Security is based.

s designated {o be used in the calculation of the Reference Price
A Marker Contract price that is used to calculate the Reference Price is a market
price or the settlement price (as the relevant circumstances require)
The nearest designated Marker Contract is the Current Marker Contract Cy of price
P; and is usually bui not always the spot futures coniract,
The contract designated to foliow the Current Marker Contract is the Next Marker
Contract Cs of price P2 and is usually but not always sequentially the next futures
contract.
The Next Marker Contract incrementally becomes the Current Marker Contract for
the next trading day after completion of each day of the Roll (defined below)
For the purposes of this exposition of the msthod the Marker contracts are Current
and Next, but is not limiting on the number of futures contract months (and
therefore the number of Marker Contracts) that are underlying assets on which the
security is based (and on which the Reference Price is calculated) with the method
medified accordingly.
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designated to be used in the calculation of the Reference Price A Marker
Contract price that is used to calculate the Reference Price is a market

price or the settlement price (as the relevant circumstances require) 20

Vhe nearest dasignated Marker Contract is the Current Marker ESHtFRp6/001408

C, of price P, and is usually but not ai@bays the spot futures contract. The
cqﬂtrﬁ%tfd%%igg@,tigd to follow the Current Marker Contract is the Next
Marker Contract C2 of price P2 and is usually but not always sequentially
théhest ity Refetifedeico i TheereneMariker Contraes nidhrermedtrdiiyg
becemes theidburre st Marker Kaepdract for the next trading day after

C ion of eac f Rol| (defined below) For the purposes of
Y S Harer St 12 PSS g
buCisTHEtaTh e i e diRnErelriirE SE SrtvastavsitRs{ Averane rifbie
theiqau lpé thef Marker \DoRéraCis)r thatareutidied ytingha sseisonwhichtheand
3 SLICIEY i ' f ice. [
i e e W 2000 GBSab P PALS00Lb0 108
18" REEESRGSHEE RIS The security Reference Price R is designed to
track the pric& ef Bh¢/undethying assets on which the security is based.,
The-Reference Price of the Security in this example (based on a single
asset index 5 - oil futures) on any trading day is calculated as a simple
weighted avefage of té sghealPReEtRace fifieat Marker Contract C,

multiplied py me re'@%Q%W@é@ﬁﬁé’@@%t%&@%ﬁ%&&t@? Next Marker

Contract C2 multiplied by the relevant weight 1-W, , and expressed in the
form R = P1W1 + P2{rapiyerd iimbrxtdvRiisctHeos&eatiBe Reference Price

o P, is the prige of e Guirent Marker Cniract 6. Q Rizrs e prics 6f the,e

Next Marker Contract C2 o W1 is the weight accorded to the Current

Marker ContrsRTEEe S 1Y CHRAPRHI oV BRIY calendar day, where 0 <

W, <_ | for any calepdaday thatis,aRalbP@y day that is a Roll Day
= W, = 1 for any calendar day that is a Non-Roli Day

o Py and Pz are both market prices of the same fime frame during the
trading day or both Settiement Prices as the relevant circumstances
require where the Settlement Price is the end-of-day price of a fuiures
contract as defermined in accordance with the rules, regulations and
procedures of the relevant futures exchange and laws of the relevant
jurisdiction.
For any trading day that is a Non-Roll Day outside of the Roli period the Reference
Price R is the Current Marker Confract price P4, thatis

R =Py
The Roll
The Roll is a process where the underlying assets in the form of the Current Marker
Contracts are disposed and replaced by the acquired Next Marker Contracts.
The Roll is performed over one or mare frading days up to the maximum number of
' traﬁing days as there exists between the designated Marker Contracts between

which the Roli is to be performed
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" is to be performed WO 200%%%%5%8 ‘PRATRY

W, =1 for any calendar day that is a Non-Roll Day o P, and P2 are both

market prices of the same time frame during the trading day or both
Settlement Prices as the relevant circumstances 20 require where the

SettFeBAT/IASERS is the end-of-day price of a futures contract aspeyan006/601408

determined in accordance with the rules, regulations and procedures of
the relevant futures exchange and laws of the relevant jurisdiction. For
any tradifigrélay that is a Non-Roll Day outside of the Roll period the

Reference,2RBriga|R is the Uy M@m‘%@@rﬁ ice P,, that is
R=P, The Roll The Roll is a@gwcﬁ where the unﬁ@r gfgn%ség’se f?ﬁ”%ﬁd
form of the Current Marker e HHHER0REd and replaced by the

acquired NextiRmaik@r Contrisotsy 3@yThesRislnist paridrined wversoner
more trading tays¢pde the [ma@rg%m numberof F;U%%@@f %ﬁﬁﬁg dﬁy,
0

exists between the designated Marker Contr %s between

G081 HBY AoWhiErEc
Roll Day is a day t{ on whicliRéaRdiXprecess i pedtriiepifo(ieetedisan

i(;lteger >d0 ) % Non-Roll gaya'tﬁjaﬂé’Lﬂ%ﬂ%@éf&%ﬁ@r}i&@@@%@?ﬁ‘{%?%& =
5 0 trading day is any day, s not a public holi ank holiday,
weekend or, market Dlsruptlé}n g}; rarésr]a%rﬁ ch the W%%ﬁﬁ'%‘f@ﬂ%ge(s)

or market(®) fE/EREAEERYrityS ARy YA WiidRM§RICasset market are open for
aMdluahiesteritiwisact business without Disruption. 10 o calendar day is any

e R B O BRI o

process is a value' based app oac not a
pﬁB?'ﬁWrBﬁs(?\?e?Wﬁﬁﬁﬁ@é frREoVATLE bass @ ey provides that: 15 o
tHés/ akiesbbtsecumetrtydngeassatshthat back the Security (or securities

o the value of the underlying assets that back the Securily (or securities
in aggregate) always matches the liability of the Security (or securities
onh lssue ouistanding

o on each rolt day the 'valug’ {not number) of Current Marker Contracts
G, disposed of must be replaced by the Acquisition of Next Marker
Contracts Cy of equal 'valug' (not number)

o the price ratio (P/Py), the vaiue equator of the Current and Next
Marker Contracts is used to determine the number of Next Marker
Contracts to acquire that are equal in value to the Gurrent Marker
coniracts disposed of, (number of C; to buy = number of 4 sold x
price ratio (P+/Py)

o the price ratio (P4/P,) reflects th‘e investment return, that acerues over
time to investors atiribufable to the forward price structure of the
undeilying asset (P>P; - backwardation, Py<P, — contango, P4=P; —~
flat} and the Rolling forward of the underlying assets {futures) and is
captured in the Entitternent of the Security.(defined below)

o the change in the number of futures contracts represents a changs in
the number of futures contracts (or fraction thereof) backing each
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in aggregate) always matches the liability of the Security (or securities on
issue outstanding 0-on each roll day the 'value' (not number) of Current
Marker Contracts C1 disposed of must be replaced by the Acquisition of

NexXt VAMKEF 26 Contracts C2 of equal 'value' (not number) o %g ﬁgéeoamumx
ratio (P;/P2), the value equator of the Burrent and Next Marker Contracts

is used to de rmlr%e thg A ber of Next. Marke Contracts to ac U|re that

are equal in vaioe to i FeRERAafkd %ﬁﬂ?ﬂgg BidPRSEF B
of C2 to buy engatsertionCiadk k& pece ratio (PT/P2) o the prlce ratlo

(P1/P2) reflegts the.inveserant-eatusniHaal AecHes %S@@ﬁu%@ M@ﬁé@rﬁ%e
attributable t? tg‘g for e%BQSFtStéHCt re otfﬁthe rqd(;rl % [??s t (P1>P
< NOSTPTE R3S ﬁd& | A

backwardation contan olling forwar
the underly|n§0§§§é%s (futures) and is 30 captured in thei Entitlement of

the Security, idetined peloyw)odie ehanrge da-thegusnbaraldettrestment risk

action thercoh baik nc Sk M DB IOAEAR BCTRB00 OB ats 20
Security and ?ﬁ&?@@ﬁﬁ?‘ﬂ&'%ﬁﬁ? RGIEH6ITHR BecHty s ¥tifled "6
redemption, tatiistEntitfiemednodhievwatoeof ttedutsesichrirastarthat

back each S%%HQFX %‘a@%ﬁ% t&‘t%a\k%@%‘%&ﬁ%ﬂﬁd@?& %&Xﬂ?@'%ﬂé%d a%:aroach

outstandlng rounded to the nearest 5 contract, o0 investors gain exposure

to the underl)ﬁ\“@t%@%f‘ﬁﬂ%@@rﬁfﬁﬂﬁ%@%r@@&ma#&f%o%ﬁﬁ?@ﬁﬁefker
that the undetlyitrgchasdtineicivthatiskd éxpostire tat Alktihesrtethedtct
extent of the é%ﬁ@r% Tjh‘ﬁb%pfmnates tails and under investment in
the asset rlsk exposure 10 sought that would otherwise result under a

'JRARTEPB R LS d’ﬁ%é’(ﬁ?e&f’é’ RSORRE IENMERH Bt Dot 8RR RO HEPER al

ofrtite Current marker contract and the funds required to acquire the Next

marker Contra, of RAUALANALLY (eI EOBIASIIPIREalERying

based approach, the "quantity’ base approach provides
asset — for example 1 barre] of oil or a set number of barrels of oi!

o the rolling forward of the futures contracts from the Current {o the

Next Marker contract is performed by disposing of a specified

number' (quantity) of Current Marker Confracts and replacing them

by acquiring the same 'number’ {quantity} of Next Marker Contracts}
The quantity based approach has pariicular problems and deficienhcies in the
context of the Security and ETF sfructure that the method accerding to this
invention sclves.
One example of this problem is where a market is in backwardation (where Py>Py).
The dollar amount generated by the disposal of a specified quantity of Current
Marker Contract C, at price P4 is greater than the dollar amount required to acquire
a Next designated Marker Contract C; at P, of squal quantity resulting a cash tall
(at that time and theréafter) and results in less than full investment risk exposure to
the underlying assets.. Per Security, the Security Price (value) is greater than the
value of underlying asset. This results in an under investment (per Security) in the
underlying risk assets backing the Security and a mismatch with the value of the

Security
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15 that: 0 a Security equals a set quantity (number or units) of the

underlying asset - for example 1 barrel of oil or a set number of barrels of

oil o the rolling forward of the futures contracts from the Current to the

Nex¥ Murkaestentract is performed by disposing of a specified 2@ Fx0&/ 1408
(quantity) of Current Marker Contracts and replacing them by acquiring

the same 'number’ (quantity) of Next Marker Contracts) The quantity
baseiteapproadh biabparticalanpioblemsand defigiensias ihthe acantextof

tmec%@elrxgxy @ndr §$F<§5r Hrscshéﬁﬁtgﬁ mm!?@!? rﬂ&ﬁ%ﬁﬂ%%ﬂ%n&”&’%‘é‘m

sglves. 25 One examg e of this pro lem is where a ma Sin

bk AR AR ABPE BEIPS erf Rl I RE R GEHERR R RCt e at price
disposat effficipudifipd cumetihe sE@argenbtiManrkerbEdntradtEs ab pries L:lat

i$9{@ﬁ{§ﬁmﬁ@ qggHﬁnyH@é{!Un qgg@&.’g@]@cquwe a Next designated
l\é%tl%?r QtractC at P2 of equa quantlty resulting a cash tail (at that

time an'HEiPlereafter) and results in less than full investment risk exposure
& B0 emetine &y iy nsselie. rremhsetority] tbdrSsicurtg Rride (Vakie)ds lying
%@ﬁﬁuﬁh@ﬁrt@@g’éﬁ% ﬁé%@%\?@&!ﬁ&@%ﬁ@i bgbi%é%ﬁ@@tm NERGESH 5
vestment, (per Securi rs asset
St R e S e
F"@’WW@@DG/OOM% 21 Another example of the problem with quantity
basaghmlliewer; iEeW@IWEEﬂeMQﬂ(@ﬁéﬁg@;@@tﬁead@@} puhese RiF B tlidber
b mi ng problem arise The do
gencgﬁthtl’eﬁsél‘Tl %r;}t%e sale e ecta?é ge‘a&?kngr utugg's],'%cl?oorlrtﬁ3 ct 'lfeaf prlgtﬂ% 58%ot
stAficieRt¥stpurchase the same quantity (number) of futures contract C2 at

W:ww@wam caa‘imnmuwaﬁoag@mtréte/ d@d@tﬁ@ﬂﬁbjmdé@ti@m%ﬂ’ﬁent in
?S@"%’\Ie'ﬁe@%?tﬁe%n?@e & & d@rt?? egf'”gle,%?'“n‘%’t fract ‘%ac af) Oﬂn%’se

iINg asset units or equw alent he per securi yt a eac
Sett:‘iiﬁ'ﬁ‘?’ 8 which a Security holder is entitled per Security at redemption

ITEasieéan ibrkinshrRecordingdoit #0rthe context). A change in Entitlement
reflects a Chﬁgg%ﬂlﬁﬁgﬁm RELREGHEL AT, té‘sa&El'@?Hg %‘“é} ?agtgéwhere

fraction there ing asset unlts or‘equiva
the value dlfferenoe between Marker Contracts Cq & Cyis captured in

the price ratio (P+/P2) on each Roll Day and reflected in a change in
Entilement
o a Net Adjustment Factor F which is calculated as the Net of
= credits or benefits of any kind (typically expressed as a
percentage)
and
»  debits of any kind {typically expressed as a perceniage)
and,
* in any combination, fiming, order or otherwise as the relevant

circumstances require
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each Security. Similarly, on a whole of fund (total Securities outstanding)
basis, Entitlement in 15 aggregate reflects the number of underlying asset
units that back the Securities outstanding. Changes in Entitlement may

ressofeosmicdse Rolling forward of the underlying assets (futur@gr;avzoosonisos

contracts) where the value difference;between Marker Contracts Ci & C2
is captured in 20 the price ratio (PulP2) on each Roll Day and reflected in
adtedifchini LB Htidofremttora MedeAjnsimentdoastas Fayhichis calcyiated

amtbedial-oh sradits, 9k its, of ' ically expressed as a
p{%c[%r!]etggé)c% an Spde ??s%c% %}lg ﬁ?’r?fg A?)%%éa I;?ye%%?ggs@cf’%%oédame with

percentage) and. A 5y EBBiHalRiEdRRiAg coRIer o th drvvieitsnthet for
rERSURtE BifRUMAYtances require 30 WO 2009/035986

PIGE M) 20Q6(RHAGE 22 7 e N AJIUABROY FagtqrR s fesigned to
account for gsegjfta%r (f(tegiif accrued or charged, péi(? or payable as
the case maaf/g%ge and N accord R RN SR RS hVARR CREtAvRY FRbeYingraty

to be reflecté@¥s: sppropriand rxrsosEntifemekintonasiachl calendar sk 5
ghg_ Nethdj mﬂm‘@ﬁﬁﬁﬁt?kd%ﬂ@%@é?égg, CEYI N 6@)&?& %@Ngi%gsfto
ebits of any kin ically expressed as a percentage) including=any "
costs, chargéé;égﬂaé&e(\z a@%é}%”@?%%‘@i%@fﬁgﬁm%ﬁﬁﬁﬁw deRhagsTuing
managementeXEABAS alo reiegcatinsactior tastéichedgingigostthat may

regulatory ane tendatasyiimnastenslyding ﬁ%&ﬁ@éﬂ%&e&&@&%%m or
charged dailgog%jgg%gill% ﬂ{e%’Qe'Off as the case may be that may be
debited against the security and its underlying assets or any combination

of these, mifntiEYs
¢ credits or benefits of any kind (notional or actual typically expressed

as a percehtage) accruing or credited daily, periodically or one-off
typically the collateral return how ever characterized in such forms as
interest, dividends, bonuses or other credit or benefit or any
combination of these,
and
if & circumstance requires application in a particular order, then in an
order so required
where
= F=(1-%) and
. % is the percentage per annum rate for any debits
minus the percentage per annum rate for any
credits (applied as the relevant circumstances
require)
To the extent that any debit or credit (or the Net theréof) is limpy, is focused on a
particular point or points in time, the relative size of such debits or credits or tha net
thereof may induce arbitrage activities that distort the secondary market price of the
Security in expectation of such debits or credits being made. This type of market
behavior is common in financial markets with market participants pricing in, for
exampie, expected or actual payment of a share dividend or bond coupon (as .
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o credits or benefits of any kind (notional or actual typically expressed 15
as a percentage) accruing or credited daily, periodically or one-off typically
the collateral return how ever characterized in such forms as interest,

divigends;demises or other credit or benefit or any combinatiea-pftihesepe1sos

and 20 if a circumstance requires application in a particular order, then in
an order so required where F = (1 - f%) and (r) (F% is the percentage per

arfuvEmt adétionan o teits A0 mﬂﬁwtmﬁﬁ@@@t@s@r@fmﬁg@x@ﬁﬁ 0% it s
kchiadisi(Rplad s clevanl digumsiances. reduire) To Ing extent

that any debit or credit (or the Net thereo py, is ocuse

ﬁ%\ T b GRCO P BUiAESAGNRE it rEraRIETaRe BTestrdvaiditeior predits
ornthemeerBQeheredéenay mducearbiit age acliyitiessthatodistad $h8rse of the

SRepIRY SRAURERICR AlRRSRENUIY I FXpRAAon pLaUCh depits of

cred |t§ @y ﬁmade Th |s%{ e of marke avior iS common in financial
MarRetswith MaFEHEAH g%ﬁfédﬁﬁ%ﬂh@dﬁ{i%g ER5mplerekpakicdhor
m&alﬁaymém ioflalwkaredivdden(draiebving esagpdn @soMdQ 200HR3HA86

REHA 5920 Q1640 4 &iRRdelevantia BRRS.ATSEEHHRI L (DR¥eryin
ther((e)Sore Qge@reffhred fo the ex%ent that it is practical and reasonable t

$%0 fo% sprea %%Etrﬁf)soeﬁ%ﬁ B‘ﬁrfg'wf the Net Adjustment factor over a
geEBPEetiRaY For example, the deduction of a per annum management

freronacee terest,0n @@@lmd@@&ﬁ@@@&&%@%@%%%%ea@é%fhere

V\%OU|d bef flect (%ﬁs incremental dai anges in Entitlement and

accordingly TR LHE AT ] ‘glﬁq AR LR TSl et bive
aiuiRige mf @ﬁﬁ?emﬁ\ff@m&@fs Womars (uadetlyirgrassethis reanostschfrating

thexnet|pgseiont tre oredion psyadi ME&S&&E@@&@%M@W Hom
C ntra%ctd'st undeé i C?%setg |'s added tot net ass%s of the fund. 10
arke

B LGSR TERA i Uﬁ%ﬁlﬁ@ 5H PeSiaetéithe
@ﬁ@@ﬁ%g asset where

Relationship between Security Price, Reference Price, the Underlying Assets
and Entitlement
The Security Price is directly linked 1o the Reference Price which is directly linked to
the value of the underlying assets (oi! futures) which back the Security. By way of
iiustration, a 1% change in the value of the underlying assets results in a 1%
change in the Reference Price and similarly a 1% change in the Security Price.
Per Security k
o Security Price 8 = Reference Price R x Enililement E = Value of
Underlying Assets
Therefore,
o Eniiflement £ = Security Price 8§ / Raferance Price R
and
o Entiflement E = Value of Underlying Assets / Reference‘PrEce R
Entittement Characteristics
Entitement may be calculated under a number of closely ralated quantitative forms
which vary in construction, definitions and constraints. In general each form
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the price of the underlying asset is not published or market trading is
disrupted by limitation of price movement, unplanned market closure or

other market impeding event. In the event of a Disruption Day the roll
provessitdetars to the next non 15 disrupted trading day and the-%alizsos/001408
proportions adjusted as desired or othgerwise specified, Relationship

between Security Price, Reference Price, the Underlying Assets and
Entitlement ThesGuresityaPeicisraine cticlinketito sheReferenseiPsiaaction
which is diregiylinkecke «2Q theovalye of the underlying assets (ol

futures) which back the Security. %_Way of illustration, a 1% change in

the value 9f THEYHERHYiF RS RST IRaTHoY G082 KRaAgwfRfsEhese vary
Reference P#ite evsd &irinildeRndid9b ehargdha thecBeturity) Rrictergor

Security o SegariLrige Serdaefatanes Pret RxEotislamnent Emyalle
of 25 Underl%ir%g Assets T erefore, o Entitlement E = Security Price

, ] /
Reference Pricé RPARG O EhdHEmEht B S SFORAL IR T HEEH P @
Reference PeiddR!280%&ntitlement Characteristics Entitlement may be
caIcuIated;urédﬁltoﬁlyl(mlba&@fd&@ﬁﬂkﬁé}e@t@@tm%Ht@i)éﬁ&ﬁ%%iw&dmg
vary in consttuction, definitions and.constraints. In general each form WO
2007/03598%%%7&%5%%‘5%%%%8&* S e SR e ment
calculated foPBARRH AN HNFAVSRIESURBHEH SsEa e aferhd eals WA degch
may differ infeespeitapfanhickepartiewtanday ofdaysikanddbese vary and
overlap in_definiti i for it refers (for 5 example - a
calendar,oRgﬁ,ngllgg g%%@%iﬁ%%%%ﬁ\%gr? ”r%%ﬁé‘%&a‘f/ if |§%§F§F@§tion
to arrive at dVARIE DI ErRiIERTETEHS e Brity on a particular day o

explicitly (calengaoiday kasis) ejlaireexplicity @neimalieiy(Tradingeay
oo e S L0t dot e DR MRS
single number indepeandent of an Entitlement ratic based form or
embedded in the weights associated with the slement of Entitlement
in respect of each Marker Contract that sum to Entitlernent.
o maintains the identity of Asset = Liabilitles automatically without the
need for rebalancing
o provides the flexibility for the amount (proportion) rolled on a Rall Day
to vary from the proportion rolled on ancther Roll Day of the Roll
period, or for the proportion rolled each day to be in equal proportions

o provides the flexibility fo accommodate market Disruption Days.

Entitlement Quantitative Forms

Four variations of the entitlement calculation are presented, two under each of two
general forms. Variations of the Entitlement formuiations provided, including but
not limited to such things as variations in construction, specified criteria, definitions
and constraints chvious to one skilled in the art are variations of the invention.
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form will give the same entitlement value of the security o is value based
as represented in this invention and accordingly includes value based
ratio weights o incorporates a Net Adjustment Factor (or equivalent) but
mayrdifferimssdg the manner of its incorporation. For example it gpay, B&a6/001408
applied as a single number independent of an Entitlement ratio based
form or embedded in the weights associated with the element of
ERbHbaRent inVagponagfieéach Marker Contract that sum to Entitlement. o
rramammgmmw £ h tﬁ ifi \tom tically without the 20
ngeﬂ Eerr;%% EJ% p‘rgg)?/slgéegr}[ g (?ty)%?? %61 tRA gﬁ?&ﬁ%?ﬁ?ﬁﬁ%ﬁi’dﬁ}hﬂ
rolied &I %6 VRN RS ﬂwgﬁyr%ﬁ?ﬁi@n rolled on another Roll Day
oP BN ObEﬁiﬁ’éﬁfﬁE%r the proportion rolled each day to be in equal

propéstions PR des ﬂ’l@rélﬁmllﬂ&{ é?\tﬂfé?g odate {nﬂ g{ 1Atf%sru ption

Days nt Quantitative Forms our vanatio basis firstly
entltleurtn%e%nt ctaéfgzl\}rt %&%P&%P&%%a f adtndieesaen beeieofgenidoal Rol

oS HPRIRIOHEST B mietiethent fiorr Watians, praviiachdnshdRg By i
restckohteddlegtich things as variations in construction, specified criteria,

defialions 30 g raints obvious to one skilled in the art are
Ifarlatlons of thﬁﬁ\%ﬁsiﬁ WO 2007/035986 PCT/AU2006/001408 25

RlifRARARNoasaY6iTE ) E=ntinemehDealculatetideriany mete«wjggtg@mhat
isaihdn Roll-Baynoutsideroniithin: @ &elkperiad.orfhat is.a Rol A

Relkpsrad. Der f Entitle he foIIowmg derivation is
provided fo?ﬁt%/ﬁ%%nggﬁ%oﬁaé}%avﬁdé? {5 "BKis firstly without and then

with t c%ﬂibratlon of a Net Adjustment Factor for a Non Roll Day
éatside or within a Roll period, and for a Roll Day of a Roll period,

(25 Xl ment for a Non-Roll Day 10 For any
e e LS R e e cbsonuecr

attéFts %@c@&u@f@d%?@ﬁtﬁ%ﬁi éntiis ecpiddte thepievioys GHenskaEnt
taytlglied by the Net Adjustment Factor F and expressed quantitatively in the form |
)= E@n % F
where

o Eg s Entitement for a calendar day ¢ for a Non-Roli Day in
respact of r where r=g

o Eg isthe Entilement on the calendar day prior fo calendar day ¢

o C is a calendar day o which there is a corresponding r

o F is the Net Adjustment Factor

Entitlement for a Roll Day of a single Roll period with no Net Adjustment Eactor
At the completion of each Roll Day r:
o the proportion {or number representing the proportion) of Gy contracts

{underlying assets) is the Un-Rolled amount {ie.the amount not yet
Rolled). This Un-Rolled amount can be equally defined by its
complement, that is, 1 minus the sim of the propertion of Cq contracts
Rolled on the current Roll Day and each prior Roll Day of a Roll
period
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Entitlement and expressed quantitatively in the form E(.) = E(~_I) and 15

for any calendar day c that is a Non-Roll day r and there is a Net

Adjustment Factor to be accounted for, Entitlement is equal to the
previouseajiengar day's Entittement multiplied by the Net Adjug ?f{]tg]zeos/ooms
Factor F and expressed quantitatively.in the form E(c) = E(o-t) x F where

20 c E(,) is Entitlement for a calendar2 ay c for a Non-Roll Day in respect

of r whered =tReqpRisBrigth i t calendar day prior to
calendar day & tgje?%oao(@@r‘%% rg a@?tg %gﬁgtﬁ(fsrea Fsa§88f¥e%%%mﬁ@8rw
F is the Net Adjustment Factsr 25 EHaasRaHetr aiRot-Dayt ahd sitgkol
Roll period wﬁﬁWN@ﬁRlﬂﬁE@im@nwﬁaﬁorbyﬂthmErmmatﬂiinr)gsz%a%b&%Iﬂﬂ .
Day r: o the profestiol (e rRENPRL representing the proportion) of ,
contracts Junglgriyi ets) issthe Un-Rolled amount (ie.the amount not
yet 30 RoIIed?gl'f\%ié]smgr%??%lé@;ﬁ%ﬂﬁ'ﬁa@%%@@ﬁmﬁ}%@mﬁ@mwi Day r
complement,I h?ﬁ'%{%??ﬁiﬁﬂ@fﬁ@b’m of the proportion of C1 contracts
Rolled on the curreitRathBay andLashipsas Rel I ro

WO 2007/035980 @ﬂgggtgz(poggghcﬁ 4 0% i ﬁ:‘%&%ﬂ%kg&)
of C2 contracts is an amount equal 1o the ‘St I HER RSP GRS 100
contracts Rolled o #H& EBeeAt g5rraNR @) Daytip bR olligeriod
multiplied byrthe Price Ratio PI(r)/P2(r) applicable for the relevant Roll

Day r, 5 o the valug,9f.G..a0 ontracts at the completion of any Roll
Day r is calculated bé&nﬁulti;ﬂ@%@%ﬁ’g rh%rﬁ?bgrt%gd?%%%ﬂ?ﬁﬁé% ¢Ratracts

proportion) of Un- B9 G Hitces(eonsraihyp o imits petieoRtACt for
example 1000 barrelépeday fitges contract) multiplied by price P,

The proportion (number) of Cy contracts Rolled on each Rofl Day r may be

welghted equally or may vary (not be equally weighted) and is represented by
-

Per Security at the compietion of each day r

¢ the proportion (number) of C, contracis is

Wi
wherg
Wi =1-5 i > hasarangen=1tor
and 2Jim=1 Thasa rangen="1tod
e the proportion (number) of C, contracts is
W,
where
s -
Wi = T {Jigy ¥ (PanyPo)} ‘2 hasarangen=1tor,

and 2diw=1 Yhasarangen=1tod
o the value of the C, contracts is:
© P x Wiy
s the value of the C, contracts is
Pagy x W,

where
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10 plus the number (corresponding to the proportion) of C2 contracts
(consisting of units per contract) resulting from the Roll multiplied by price
P2 15 The proportion (number) of C, contracts Rolled on each Roll Day r

mayeeltidigiateéd equally or may vary (not be equally weightedy@ndisoos/noi4os

represented by JI (r). Per Security at the completion of each day r the
proportion (number) of C, contracts is 20 WI(r) where W1(r) =1JI(n)
Zhasarange f=1toriaifte Z (i Bresdranigeen=1 tod the proportion

(number) of G2, conyagisne@RMED cahessr WS(r) _ Z {Ji(n)x
(PI(n)/P2(n))} Z has a range n=1 tor, and ZJi(n)=1 Zhasarange n=1tod
the value 6f tharc1 3 Sherades /¥ thsoCusRpf Mare(§ s vafuedbitrerc2

contracts is R2{r) x3M(nrvberend/Qe2002/035986:RE T/AI2096/001408
270Clis th%urr%nt Markert%(})ntra t Q C2isthe N%: Marker Contract
e

o P1() is the prile of S CTeR g?ﬁ%‘? CSRUEEE O AP B is
the price of the NeXt MERR FCEHIREHIT oatday ek avhd Fisthetwefhizy
(proportion) accordeavtetbe Current Marker Contract C 1 reflecting C, not

e o e oo of g2y SN < PHMLBR R s
Wiy =1 fora Non-Rell Day r = 0 putside the
period Roll,
Wiy is the weight for the
immediate day prior
o Jin  is the weight (proportion) of C, Rolled on a day r, where
2Jdim=1 Thasarangen=1tod and
Jig=1d  only where the amount Rolled is equally weighted
during the Roli for each day r '
Wiy may also be expressed in various forms for an equally
weighted Roll including,
Wigy = (d-r)ld or 1-(rid) or 1 - S(1/d)
where 3 has arangen=1tor
o d s the total number of Roll Days on which the Roll takes place

oor for a Roll Day r, is greater than 0 {zero), has integer values of 1
through d that correspond to the number of the Roll Day, there
is a corresponding calendar day ¢ referring to the same day

and,

for a Non-Roll Day r, has a value of 0 (zero), there is a
corresponding calendar day ¢ referring to the same day

o n is an integer counter

o WP s the weight that equates the value of C4 sold to the value of
G, bought in-the Roll process at the completion of each dayr,
and
W = T {1 % (Pioy/Pai)) Shasarangen=0tor



V VI(,) = 1 for a Non-Roll Day r = 0 outside the 10 period Roll, W, (r_1) is

the weight for the immediate day prior o J1(r) is the weight (proportion) of

Cl Rolled on a day r, where ZJ1(n)=1 Z has a range n = 1 tod and 15

J1(Wye icembgavhere the amount Rolled is equally weighted duringithBson1408
Roll for each day r W1(r) may also be,gxpressed in various forms for an
equally weighted Roll including, W1(r) = (d-r)/d or 1-(rid) or | - 7(11d) 20
where | has aRgngesnrd R@f@@ﬁc&uh@et@;a@gwmber of Roll Days on which

the Roll talc<}e§:_placr-1‘S %J{P{{%ﬁﬂ%%%y L is greater than 0 (zero), has

integer values of 1 throu that correspond to the number of the Roll
Day, there® is®a corfed A catekuahishi ereferinyrasthadeoie day 25
abidgcgor a Non-Roll Day r, has a value of 0 (zero), there is a

CEHERARIAILG SRIEBAGYA0K £ ASIEUINGIG N5 same day o n s an integer

cig‘unter o W$iq is the weight that equates the value of C,1 sold to the
valte of 30 C2 bought in-the Roll process at the completion of each day r,
ARt NSENHT L3LMRN (FR)NJEP2(RY)) e has @ tangeNe=AQ e AHDF actor) is
2004 1Q35P86:R6AU2006/001408 28 o R(r) is the Reference Price on
dl%%/ r o E is Entittement for day r o c is a calendar day to which there is a
c rllagﬁ}ﬁﬂding r Since 5 Entitlement = Value of Underlying Asset 1
Referéfae Plicd:thien(BntitlémeniFior/BachRUR-Day rfora) Rof.periog:)
(with mgy et Adjustment Factor) is

By = {Pagx (1= (e J1)) + Py ¥ i * (Pagsy Pan)) + (i (PagdPag))} / {P iz
{1 = (Jsqyt Jig)) *+ (Pay *(Jagyt dym}

and so forth to the completion of d Roll Days.

Entitlement for a single Roli period can be expressed quantitatively in a more

general form such that the completion of each Day of the Roll

B ={(Fin* (1-Z Jigh) + Py ¥ T (s % (PagP o T {Pan* 1 - dup) + (Pagy *( dagy 3}
Or *

Eg = {Pagy % Wi + Pogy x Wl / Ry

The expression for Entitlament in this form is limited to the calculation of
Entitlement for a single isclated Roll period, does not provide a link to an
Entiflement value of a2 Non Roll Day prior to or within the Rell, or accommodate a
- Net Adjustment Factor F.
A construction of
Egy = By * {(Pagy ¥ Wagg) + (Pag x W) / Ry} x F |
does not yield Entitlement values that maintain the identity of Assets equals
Liabilities except for the first calculation day,
Linking Entitlement for a célendar day thatis a Roll Day (1) to the prior Roll Day
{r-1) |
Since
E = {Pagy ¥ Wag + Pa ¥ Wi}/ Ry {equation 1)
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calculated as follows: Roll Day | 10 E(l) = {(P1ro x (1 - J5(1))) + (Pa(1) x
J1(1) x (Pa(l) /P2 (2)))) / {(P5(5) x (1 - Ja(i))) + (P2(1) X( Ji(1))} Roll Day 2
E(2) = (P1(2) x (1 - W5(1)+ J1(2))) + (P2(2) X (Ja(i) x T1(i) /P2t1))) +

(I1559) ke8P 2t2)))} / {(P1(2) x (1 - Ji(1)+ J1(2))) + (P2(2)peidAilitsron1408
J1(2)))) and so forth to the completion,gf d Roll Days. 15 Entitlement for a

single Roll period can be expressed quantitatively in a more general form

sugh thatthe-cemalat ﬂ&fa%§‘%ﬁap§3é@{foﬁh9 oll E(n={(P1lv)x (1-Z
J1(n)) + (P20 zggi P1(.)/P )))i} le(r)xl J1()) + (P2(1) N(
J1(,))) OF20 EFTLT ()‘k’\/\niﬂ“" (9} / R(r) The expfESLiATa)
ERtiffondestintigis! f@)‘rﬁ%ﬂh@ﬂtédr@@ rmeg@wcammncw;b oFaiticireNefor a

singleiselatedcRe|lmeriescdoR:RANEDIOYigeaatiaK 0,an tENigment value
of a Non Roll Day prior to or within the Roll, or accommodate a 25 Net

Adjustment Factor F. A construction of E(r) = E(r-i) x f(P1Ir) x W1(r)) +

(PZ(ﬁ)X $(r)) (R(r)) X F does not yield Entitlement values that maintain
the identity{Bf.Asbats EtualsVidiatilifieErexgaptfon-tiie fy stwilculation:-day]
30 Linking Entitlement for a calendar day that is a Roll Day (r) to the prior

II Da nce E( PI(r + P2(r) x W$(,)) / R(r) (equation 1)
V\/%’E)é % g@%@(ﬁfifﬂ%@éf 4}6%’ *9 and for an immediately prior
dBY that F3larRell DMy et affdiFa) Mamarly PPrgtiey wsand her (9
(equatoREeRivising WQA @fbur%‘cﬁﬂﬂ@ﬁéﬁ@?éﬂ@@?ﬁﬁ@% %@prevaous
incor t ju nt Factor, Entitlement is ex
qu‘rf"atenﬁt?ltgiEl 8 ely mré%[]ﬁl}(i o?r%q %S:P(?j‘f éEY Saguﬁ% % B{i O)? {/\F{2 )}/
RSP ey e Rot) Pars (rafirtieudyy e NRWH}‘)@F‘“E?“ Fam’ F.ls

expressed quantitatively in the form

B = By
X [Py % Wi + Pagy * Wl / Rl / Pty X Wanyt Pageyy ¥ Wi}/ R x F

and {restating from above),

for any caiendér day ¢ that is a Non-Roll day r and there is a Nat Adjustment Factor
to be accounted for, Entitlement is equal to the previous cglendar day's Entitlement
multiplied by the Net Adjustment Factor F and expressed quantitatively in the form

o Eg is Entitlement for a calendar day c for any Non-Roll Day r
where r=0

o Egq isthe Entiltement on the calendar day immediately prior to
calendar day ¢

o ¢ is a calendar day to which there is a corresponding r

o F is the Net Adjustment Factor

o Pipn I8 the price of the Current Marker Contract Cy onday r

o Pop s the price of the Next Marker Contract Co onday r
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In more general form on a calendar day basis 10 For any calendar day c
that is a Roll day r (except a Disruption Day) and there is a Net
Adja%%%%Factor to be accounted for, Entitlement is equal to the

. 9 C e e A
previous' calendar day's Entitlement multiplied by a value baself-1/AU2006/001408

“entitlement ratio of the current and th& prior Roll Days multiplied by the

Net Adjustmew Fact Fwis xpressed cBuantitativer in the form 15 E(<) =
E(c-) x [{Pa(r) 3@\/\}5_% B E’Qa)ﬁ?{ REFLSY RESY RS 19, I Dwrreny Merzer 1)
X W$(r.a)} / R(r-t)] RtraatGrestatitnp flamaalpeie)icd:foranyresiendas day
day c that is a NontR@li«lay r and there is a Net Adjustment Factor to be

accounted for, Enti mq__n{ [?I\\?]ual to h%%previous calendar day's _
Entitlement multiplied'by the"N&t AdjediRteht G F ol d ExpreSsideriod
quantitatively in the form E(c) = E{@&:d) X F 28 avNereRoERayis -Entitiemente

“for a calendar day c for any Non-Roll faay rwhere r = 0 o E(0_I) is the

Entitlement on the galendar day | iately prior t lendar day c 30 0
c is a calendar day to Wwhich thgpegag]}g%%rsﬁe%pvgﬁﬁfﬁ%’ﬁ?beP‘?ri'é’rtﬁé” Y

Adjustmefit Fagtor § PRI & smegientsé G fhebed MeakisyConbeet C1
onday r o P2(r) is Ihéyprice of hehlextMarker Ggntract C2 gp.glay r WO
2007/035986 PCT/j\LJ%OQQ/OO 0.0W1 (r) is the weight %E/)r ortion)
accorded to the Cur1r(e).nt Markejrtﬁg?\)hr’]é:’ﬁarectﬂgla'r&éﬁl%%tlnogiy%fgl%n% %ﬁﬁ%’ﬁ&ﬁnﬁfj
the completion of o33 WREHNPLEFSE F291(n) has a range, n = 1 to rin

the Roll periad 5 ¢ReFotafarmbionsoll Bays' o Q:uiside the %@é?ﬁace
Roll, W1(r-1) in the Roll is the weight of the prior Roll Day o JlEr Is the

weight (pfopbrtion) BraiOREI. dhaieaisy ihamidfesro), has integer values of 1
through d that correspond to the number of the Roll Day, there

is a corresponding calendar day ¢ referring to the same day

and,

for & Non-Roll Day r, has a value of 0 (zero), there is &
corresponding calendar day ¢ referring to the same day

o n is an integer counter

o W¥; s the weight that squates the value of C4 sold to the value of
Cz bought in the Roll process at the completion of each Roll
Day r, and _
W = T {J1y X (Pin/Pa)} T hasarangen=0tor

o Ry is the Reference Price on day r

Defining Entitlement for any calendar day in Single Expression
If for any day other than a Roll Day
Pty % Wit + Pagy x Wil / Rl / [{Pygeny X Wageayt Pagery % W} / Rewg)]
s defined to equal one (1), then Entitlement for any calendar day may be
expressed quantitatively in the form of a single expression
Ew =Eey
% [{Prgy % Waiy + Pagy % W) / Rl [P ygeny * Wiyt Pogery X Woe) / Rl x F
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ZJ1(n)=1 Zhasarange n=1 tod and 10 J1(r) = 1/d only where the amount
Rolled is equally weighted during the Roll for each day r o d is the total
number of Roll Days on which the Roll takes place o r for a Roll Day r, is

gregtgnthap:ézero), has integer values of 1 through d that co ndto
the number of the Roll Day, there 15 is_a corresponding calendg%e?fg‘gzcg@ﬁ%ﬂms

referring to the same day and, for a Non-Roll Day r, has a value of O
(@{leemgpgj_s\%rmgﬁggnding calendar day c referring to the same day

o N 1S an integer counter 20 g W$(1) is the weight that equates the value
oF I LBRME R o6 A T BSlighPAY the Roll process at the completion
oheadhrRdlVeDayati@aneWiid st BigmeP L(hyRaAM)Rot hassayrsagrdday
Ogrin @ R(BLIS theReterencR Frige L day+ Lo-Relinig Enitdement for . .
any calendar day in Single Expression If for any day other than a Roll
d%apﬁ nﬁaew(% h“ﬁ?(ﬁq? (0} 1 RM] 1 {PL(-1) x W1(,-1)+ P2(r-1) X
VISt ey a1y dstadiettic egtrdoad ¢l paten (BatittemeatDErartion Day)
calendar day may be 30 expressed quantitatively in the form of a single
expression x [{P1(r) x W1(r) + P2(r) x W2(r)) / R(N] / [{Pt(r-1) x WI(r 1)+
P2(r-1) x Mr-1)} / R?r-l)] x F WO 2007/035986 PCT/AII2006/001408 31
Entitlerfiert Evfartdtion (B) Entitlement Calculated for any Trading Day An
altgsnative variation provides for Entitlement to be calculated for any

trading da)é ve/x_j:thin ang %Léside the Rglldoerigg L%sing the same general
n

structure a% Erfitlemant 5 for 4 Calan & dayin variation A. Entitlement

E(t) for a tradifg:ddy Eoiftemena ®Ralpeadaq #atisride §DiSpabh Day)

is E t) = EQ) xtF(M)is a trading day that is not a Disruption Day

o F is the Net Adiustment Factor

c m is an integer counter in respect of F that is the number of days
equal to the current frading day plus the number of non trading
days since the prior trading day where F™

Entitlement Ey for a trading Day (that is not a Disruption Day) that is a Roll Day and
there is a Net Adjustment Factor to be accounted for is equal to the previous
trading day's Entitlement multiplied by a value sased entifiement ratio of the current
day and prior trading day multiplied by the Net Adjustment Factor F (accounting for
the number of days since the prior trading day including the current trading day)}
and is expressed as

En = Eu
% [{Pay* Wapy + Pagy % Wit/ Ryl [{Pagety ¥ Wageapt Pagay x W}/ Ries] % F™
where ,
o Ey s Entittement on a frading day tin respect of a Roll day r
Eqny is Entilement on the trading day prior to frading day t

o]

o t is a trading day to which there is a corresponding rand is nota
Disruption Day
o F is the Net Adjustment Factor
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10 where o E(t) is Entitlement for a trading day t o EOt.1) is Entitlement on

the trading day prior to trading day t o tis a trading day that is not a
Disruption Day o F is the Net Adjustment Factor 15 o m is an integer
courtenir/pegysect of F that is the number of days equal to the gtirr&0ieos001408
trading day plus the number of non trading days since the prior trading

day where F(m) Entitlement E(t) for a trading Day (that is not a Disruption
Day) that #s @Roll B, ands20thister it seNptAdfisimeistitraciontehs days

accounted for is equaldndhearaviors-Hiadiag davsiEnitement: multinlisd,

by a value based entitlement, ratio. of the.current day anthrlor trading day
multiplied by the N&F yASdTbnﬁefﬁé%P E%Q:?@SE%@OW {fig for the number of
days since tH® prioistizeing<aytincudiag Merkarenitsadhodaydandds ¢

expressed as, 25 E(t).= E(t-p X [(Pa(r (N +P2(n xW(n}/RMD]/
[(P1(r-t) xC\N?(’F-‘m 2t(}equf%<[r-‘?)$i3%&%&%%'S%%&%%‘ Eggii day t
Entitlement ofY antréaiifg) MeighinorespaenbBacRolbd &ythe3ouo &t eiker
Entitlement on the gastiag: dayrenig tadngslayike Lisa Faamgigay%o

which there is a co ing,randi t.a Disruption Day o F is the
Net Adjustment Fa{é:{[%?%%g%?%ﬁg%%?a@ﬁfm% 6/001408 32 om s
an integer counter i reSpect of & that iEahe Mngber of days Sguabicenied

current trading day plus the number efipog sradingr daysisiner fhRiRrRMhe
trading day where F(m) o PI(r) is the ,Qgﬁ?e of the Current Marker Contract

C, on trading day t 50 P2(r is the pricé &%ﬁ%dNext Marker Contract C2 on
trading day t o W, (¥is-the weight (prisgbaivRicaEEs e plethadtaresint
Marker Gontrast G4 tefleeting(Grdmstiyet sotlea atde-completiansHt
trading day t that iszad%?-u« qlay E Wﬂeéefang@ n=1%wd and
Jin = 1/d only where the amount Rolled is equally weighted
during the Rall foreach day r

o d is the total number of Rell Days on which the Roll fakes place

ot for a Roll Day r, is greater than 0 (zero), has integer values of 1
through d that correspond to the number of the Roll Day, there
is & corresponding Trading day t referring to the same day

and,

for & Non-Roll Day r, has a value of 0O (zero), there is a
corresponding Trading day t referring to the same day

o n is an integer counter 7

o W%, s the weight that equates the value of G disposed to the value
of Cp acquired in the Roll process at the completion of each
Roalt day r, and
W = 3 Lo * (Pr/Par)} Yhasarangen=0tor

o Ry Is the Reference Price on trading day t

If the net adjustment factor F for days {(non trading and trading) accounied for by m
in F™ is the same for each such day, then by way of fustration, on a Monday
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W5(r) =1 -Jl(n) Z has arange, n = 1 to r in the Roll period 10 WI(r-0) = 1
fora trading day outside the Roll period WI(r-1) is the weight for the prior
trading day o JI(1) is the weight (proportion) of Ci Rolled on a day r,

wheve 2801963¥sd Zhasarange n=1 tod and 15 JI(r) = 1/d only wheredb&osno1408

amount Rolled is equally weighted 'd%ing the Roll for each day r o d is the
total number of Roll Days on which the Roll takes place o r for a Roll Day

r madgf@aé@rfmawag(m)s»@aa m{s&q;am@@%frae&@maz%mem fees

c ber fthe Yy, there 20 is a corresponding
Qﬁ%ﬁé’@% tre %ﬁ%@ o ch anr‘hﬁj a!é%/ aﬁ”ﬁl?ﬂﬁ BArBhyVRas a

v§ﬁ3‘é"‘3ﬁyo§(26?@)/ %@%’ht%rrespondlng Trading day t referring to the

same d&¥ e A s an integer counter 25 o W5(1) is the welght that equates

al he R n
Lﬁ“‘%"“’ffr%‘%%ﬁ@%?%%? A s s R i s >
el o gasatf e o BXR%W%%ﬁéwéf@%r%fmuw@mﬁwaa Ayst 30 If

thiesagey agljtestinenttiéacionbriat gays {porctiading ansh kading) a69QUBkEE at

for by rp rwn.lﬁm)(lpt xs,ame for each such day, then by way of

|I stratlon on a Monday \W¢) 2007/035986 PCT/AU2006/001408 33
§§/ TGRS IfotAAY e QXM&% 718 e reiiidradta bt sl natidyement

fee@u@ha#get;k arezhredapesforretahotayti@hiat iiscbris ttessamefabrs
&q{@r@ﬁ}@méﬁtb@q@é{ §L§ﬁ‘g@ét AR LRen: T ES P 5@& ey

%J grrﬁent factar for suc é}/s differ from each other, for example an
AitiGARESHY. i a4 S I 890 GHRY charged on the Monday, then F(m)

iSafidag Gréfatee inio ks \coadpomEntip&itsyapBloalsedior each calendar
daycaushdhat-ading day other than a trading day that is a Roll Day (and that is not
a Diéruptéon Day)
[{Prgy % Wagy + Pagy x Wk / Rgl / [{P1en) % Wyt Paggy % W)}/ R}
is equal to one (1), then Entittement for any trading day may be expressed
guantitatively in the form of a single expression

By = Eey :
% [{P1n * Wi + Pagy * Wl / Rl / [{P1(r1y X Wagoyt Pagny X Woiph/ Rpery] x I

Entitflement — Variation (C)

This variation (C) is an alternative to variation (A) forfcaiculating Entitlement for any
calendar day - that is for a Non Roll Day outside or within & Roll period and for a
Roll Day of a Roll period. However, formulaic construction differs in that the
Enfitlement is disaggregated into component parts in respect of Marker Contracts
Cy and Czto which it is attributable, and the net adjustment faétor applied with the
relevant weight of the parts which are then summed.

Entittement for a Non-Roi Day
As in variation (A), for any calendar day ¢ that is a Non-Roll day r (cutside or within
a Roll period) and there is a Net Adjustment Factor to be accounted for, Entitiement
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F(m) = - F(c) X F(c-1) X F(c-2) Entitlement for a trading day differs from
Variation (A) in that entitlement is 10 calculated only on a trading day and
automatically incorporates any factors affecting entittement by way of the

NetAdiustmesisFactor implicit in respect of any non trading daﬁ’cﬁiﬁ%&%ums

prior trading day. Defining Entitlemen Jor any trading day in Single
Expressmn Since for any trading day other than a trading day that is a Roll

& Ev&@ Vy Fonad" /

( dﬂJ E%ﬁ{?{ﬁ?fe )+ %223?99 oaé?tliq g‘?‘%ﬁ éé)u]sr%g%igé Q:g;?g(&%}%
t ?‘ﬁrf ﬁpa{ﬁ gyPRiLYBE Y A quantitatively in
the form of a single expressmn 20 E(t) = E(t-,) X [(Pt(r) X VV1(r) + P2(r) x
W$(r)} I R)] xé[l@f;,()rx)p( W,(12)+ P2(r-1) x W$(r-i)} / R(j_,)] x F(m)
Entj en%ent -Variation (C) This variation (C) is an alternative to variation
(A) for calculatlng Entitlement for any 25 calendar day - that is for a Non
Roll Day dutside orfswWithiHea REIfpericeaddrforac RolmDdyostRoRely in
period. However, f@émj@aj@mmkgtie@ differs in that the Entitlement is
disaggregated into, arts | nrespect of Marker Co tracts
and C2 to which'it 5%&%%)&% Ie ar?a he ngh?;}e(fi j'ﬁcsi%enlpfe %Bp |§
with the relevant Wél§REBT #88 Harts which are then summed 30
Entitlement for a Nari-RolleDay;Asisntaaation (A), for any calendar day ¢

thatis @ Nonfol day cluisitey wilin,aBollperiaf. gng e is 2 Net

Adjustment Factor to be accountéd for ntltlement

PETIATG(6/601 298N 48 Epy) heblg et il Ry evidelsredietidar day's
EntiteRuinirbdes s thurkiphedisintheidetnAdja shmaahEactoreEpaatof Marker

%Mﬁé&@%'t‘@éﬁ'b%‘éﬂ? ye%tbﬁa i !ﬁﬁeméﬁﬁeﬁf XE %M@ﬁﬁ&%@ég Is

Entitlement for a Calendar d rf‘%/ or anyH\ on-Roll Day in respecto
WRBHAFR: (Pp SECN FiRIMAR! S tiBErRM: ol thecasierdar abiimmertiately
pricrporates the Net Adjustment Factor by applying it within each element which

tren sum to Entitiement of the security. There is mere than on way to structure
such a variation and the following is one approach.
Derivation

The elements of enfitement in this variation C that together make up Entitlement £

are;
o Ex Entitlement in respect of the proportion of Cy contracts not yet
Rolled
o Evy Entitlement in respect of the proportion of Cq coniracts Rolled
into C, contracts on the current Roll Day and previously rolled on prior
Roll Days of the Roll period
Therefore

E=Ex+Ey
P, in respect of Ex and P in respect of Ey are each weighted in the Roll process,
As with other variations the propartion Rolled each day may vary or be equaily
weighted and the proportion of Cq contracts rolled each Rell Day.gives rise to a
corresponding weight in respect Py of Cq and P, of Cp. Unlike variations {A} and
{B) that adopts a ratio approach where the Net Adjustment Factor is applied
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calendar day c 10 o F is the Net Adjustment Factor o c is a calendar day
to which there is a corresponding r Entitlement for any calendar day that
is a Roll Day of a Roll period In the Roll process there are distinct

elegnis-af;ERrtitlement in respect of Marker Contracts that C&p&%ﬁ%ﬂﬁgﬁ)m 108

to changes in Entitlement, and the Entitlement 15 calculation for each
element Is distinctive. The construction of this variation incorporates the

ERee

lysmen: F2sian i 90

eme

WIRG fithinpach-alement wachjiaamsum

T,
cunt ll'here iS more than on W

ﬁm&al%ﬁﬁ%ﬁwt{fﬁ% tﬁﬁl&(ﬁi%?é“@f?@ 5[)%?%%%ﬁeﬁerlv¥tldnmé%§g%t orP:
@ﬁ@lﬂﬂtﬁr@émtlttemgutcmtﬂasfvaﬂﬁwri)@ythat together make up

Entltlemerg E ﬁ{
contracts not'ye

E)n,qﬂ?ment in respect of the proportion of Ci
Rolied's Ev Iéntltlement in respect of the proportion of Ci

contracts RotiédF28 f‘nﬁj@é %@ntracts on the current Roll Day and
rreNipusy todedetamprity YRl BaysweRe RGN %@?W?ﬂ\e‘?@f&i’é aEaERIHy

Pd]a NIESPeG Af E,and:R2 ihvespect of Ey are each weighted in the Roil
process 30 As with other variations the proportion Rolled each day may

vary or be equally weighted and the proportion of C1 contracts rolled
each Roll Bay=giifas ridedtd & (Banréspondifgweight in respect Pi of C1
QEP& %iﬁtéﬂ@é‘ﬁ@u\é%@%&&% ane, ), Bt ey pidopts derafolapprirsh 1.

eret

p@ﬁ/@@g@(%;@%g%)téwggt r’1: actor ISle%P "&d(%@ %OWW§6ROH days are

een

|rbﬂﬁrsmasmmetlaed\rermwm@ﬁ? \Fﬂﬁtt\éﬁf}sp@r‘h%%‘&d&&

y of the weights W1(r

ar%F?éV%a(r)

@%%@W&@%J%f@@m@d@yﬁmm g epeBbbiBlodnd Ey in respect
such that for a Roll Day r Ex(r) _ (Pi(r) x Ex(r)) / R(r) 5 Ey(r) = (P2(r)
R(r) Combining these elements yields an expression for

E_Hﬂemﬁnizﬁ@.tor_afcalendar——————m

5 o, =0 Ey
¢, 1=l Eugny = Exy % (Wae/ Wig) % F

Eueny = {Exe * D1y * PP} * F

M

T e =2 By = Exn X Wi We) x F Eyy = [ * Coemy ¥ PrfPal} + Byn 1 )
W e, =3 By = Exg X (Wi Wigd * F Eyey = Bz * (1) * PugyPaa)t + Byl xF
T ¢ r=4 Eyy=Exs* (Wi Wiy x F By = [{Exa * {Jyamy ® Pia/Paa)t + By T % F
F ¢ r=5 Eug = Exa * (Vg @ W) * F Eye = [{Exy * (s * PusyPos)i + By ] * F
5 ¢, =0 Eg

TABLE 2

Day By Evtr

M o r=0 Eg 5

T o et Eyn= Exgy ® Wiy Wiep x F o By = (B @ {(Jaey ® Pa/Pepult * F

W e, =2 B = Bxy ¥ Wad Wi * F o By = B ¥ Wiy PiafPaal} + By 1% F
T ¢ =3 Exy= Exp ¥ Wig/ Wig) x F By = R * (31:3 % PayfPaat * By I F
F oo 4 Egg=Exa* Wi/ Wigd xF By = B * (Jiggy % PriafPae} + By 1 F
s ¢, r=0 Eg

5 ¢ =0 E(c)

M e, 125 Exg = Bxp X Wigd Wigh X F By = {Fun) * * Pigf/Paelt * By ] * F
T ¢ =0 Ey
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day that is a Roll Day r in the form of E(c) _ {(P1(r) x Ex(r)) + (P2(r) x
Ey(r))) / R(r) 10 The following tables illustrate the form of, Ex(r), and Evcr)
for a 5 day Roll. In Table 1, Roll days are consecutive to the completion
of theoRedlkdixdkable 2, Roll days are both consecutive and NONy /4 t606/60 1408
consecutive with Non-Roll days occurring after the commencement and
before the completion of the Roll peri%%l. TABLE 115DayEyEt Sc, r=0
EF M c, r=1 Ex(i) = Ex(0) x d1Ni(,)/ WI(0)) x F Ey(r) = {Ex(0) x (J,(,)
P|ﬁ%fl§§)(t?)} X F T ¢, =2 Ex(2) = EX([) x (W1(2)/ W1(1)) x F Ey(2) = {EX(W)
X (Jt(2) erIte2 2 e @YYk W ¢, r=3 Ex(3) = Ex(z) x (Wi(a)/ WI(2))
X F Ey(@,7 HEX@)% (48) WRIIR2@HN P EHHEh] x F™30 T ¢, r=4 Ex(4) =
Ex(a) x (W;@/éNl(S)) x F Ey(4) = [{Ex(3) x (J1(4) X P,(4)'P2(4))} + Ey(3) ]
x FFc, =5 %E&%T’: Ex(4) X (VV,(s) W1 4)&@5 Ey(5) = [{EX(4) x (JI(s X
PI(s)/P2{4)F % ERAR RIS € 1O ERYFTABL Eg'ot BayE-mT M ¢, r=0
E(0) T c, r=1 EX(t) = Ex(0) x (W4(t)/ W,(0)) x F Ey(l) _ {Ex(0) x (J,(,) X
P24 & E W £ cbn (@ e i AMED(2aWVEAD) Rl i) b
J,(2) X Pr(2)9p|52(2))} +Ev(,) I XF Tc, r=3 Ex(3) = Ex(2) x (Wt(3)! WI)2) x
Fﬁl*:%/ Y= {Ex(2) x (3t(3) X PI(3)/Pz(a))} + Ey(2)) x F 30 F c, r=4 Ex(4) =
EX(3) x BMEIPWME(I)A F By EHEXE)X (J1(4) X P1(4)/P2(4))} + E,(3)]
X FoaSiferFELR) SLekn b M ¢, r=5 EX(s) = Ex(4) N (W,(5)/ W1(4)) x F
Ey(s) = {Ex(4) x (J,(2) X Pu Pﬁ@)} + %&4}) xF Tc,r-0E) WO
2007/035988 BCT/ATLO06/001408 38 Fherefore Ex(r) = Ex(r-1) X (W1
(1)) WA(r-1)) $PErm)EFen)-= SEX k) (WA MR- EE T RIPIR)/P2())
F{mate_ Ey(n) 5 Where Z has a range n = 1 to r such that Ey(l) + Ey(2) +

""" ¥ (Ey(g) Ee is Entitlement for a calendar day c for any Rail day in
respect of r wherer> 0
c © is a calendar day to which there is a corresponding r
o Pipy is the price of the Current Marker Contract C4 on day r
o Pop is the price of the Next Marker Contract C; on day r

o Wip is the weight (proportion) accorded to the Current Marker
Contract C reflecting C4 not yet rolled at the completion of

day r, where
Wi =1-3 iy S has a range, n=1 fo 1| in the Roll
period
Wiy = 1 for a Non-Rell Day r = 0 outside the pericd
Roll,
Wigeny in the Roll is the weight of the prior Roll
Day
o Jip is the welight (proportion) of C4 Rolled on a day r, where
¥ i =1 5 has arange n=1tc d and
Jiy = 1/d only where the amount Rofled is equaily

weighted during the Roll for each day r
o F is a Net Adjustment Factor
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Entitlement E(c) on a calendar day which is a Roll Day of a Roll period
expressed in the form E(c) _ {(P1(,) x Ex(r)) + (P2(r) x Ey(r)}/ R(r) 10
may therefore also be expressed as E(c) = [ {P1(r) x E,(,-,) x (W1(r)/
WIEdhowhEsadke {P2(r) X I (Ex(n_1) x 1/ W1(,.1) X (J1(n) X PLEHP20s 001408
xF(m)} - R(,) where o E(c) is Entitle e/nt for a calendar day c for any Roll

day in 15 respect of r where r > 0 o C’'is a calendar day to which there is a

corresponding.r o Pl(iQé%E%ﬁ}%ﬂtépfﬂgégéggéﬂﬁr’éé%ﬁ%%g%%%%v%}%?&)

day r o P2(1) is the price of the Next Ma ontract C2ondayro

is the weight (proportiéR)E2E8HFANE T84Ad CORERTRIGRR DY BldhitPsct c1
reflecting C1 not yet roilledbat tHelaempletitre efida3of, deherehi h(Rott deribd
J;(n) .has a range, n=1,tq.fL irthe Roll period W1(r) = 1 for a Non-Roll
Day r = 0 outside the period 25 Roll, W1(r.1) in the Roll is the weight of
the prior F?oII%D(ély 040 Exfﬁéx\/?%\{éjﬁ{t\/(ﬁ?dﬁgr%on) of C1 Rolled on a day r,
where 1J1(n) = 1 7 haxeephntpera=1Rd! dand>3Da1dy idroRby \Whgie
the amount Rolled is egually weighted during the Roll for each day r o F
is a Net Adjustment Factor WO 2007/035986 PCT/ 0061001408 37
m is an integer counte%ﬂ‘iq?és%)@& of Iﬁ e Por Cél]en%arrday

?hear}? i€'the number o' calen
days equat tokihe currént Koth-Day HItéths hismbarordRys)sific€he prior

Roll day within a Roll peyigq), whetsd§)ras e fxr-1) X (WL(r)/
W1(r-1)) xF(m) such that Evn + By + ..o + (Eyn

o Rpy is the security Reference Price onday r

where Rp = PigWag + Pap(1-Wig)

o d is the total number of Roll Days on which the Roli takes
place
c r for a Roli Day r, is greater than 0 (zero), has values of 1

through d that correspond to the number of the Roli Day,
and for which there is a corresponding calendar day ¢
referring to the same day

and,

for a Non-Roll day r, has a value of O (zero), and for which
there is a corresponding calendar day ¢, referring to the
same day

e N a is an integer counter

Entittement ~ Variation (D)

Entittement Calculatad for any Trading Day

This variation (D) is an alternative to variation (C) for caleulating Entitlement. it
provides for Entittlement to be calculated for any Trading Day within and outside the
Roll period using the same general structure as Entitlement for a calendar day
articulated in variation C where Entitlement is disaggregaied into component parts
in respect of Marker Contracts Cq and Cp, and the net adjustment factor applied
within the relevant weight of the parts which are then summed to Entitlement.
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except where a Roll Day (r>0) follows a Non Roll Day (r=0)then Ex(r-1) =
E(c.1) (ie entitlement for the prior calendar day) o Ey(r) _ {Ex(n.1) x (1l
W1(,1)) x (J1(n) x P1tn)/P2(n)) x F(m)) 10 = Ey(n) where has a range n =

1 teupsuphdhakEy(1) + Ey(2) + ... + (Ey(r) o R(r) is the secu
Reference Price on day r where R(r) = Pur)Wl(r) + P2(r)(1- Wl%%fr’m%12006/00m8

the total number of Roll Days on whi ?1 the Roll takes 15 place o r for a
RoII Day r, is greater than 0 (zero), has values of 1 through d that

ond to e nu f the Roll Da and,for which there isa
E‘&ﬁzﬁ%.ﬁ@ Chfen @8&/ %f&tﬁﬁa AtheeEaHEgxs Dat &nidisfgpiion

I\Qﬂw%ll day r, has a value of 0 (zero), and for which there is a
corresponding calendar day c, referring to the same day on ais an
mtegerEcou er 2 dsntitlement - Variation (D) Entitlement Calculated for
any Trading éty his variation (D) is an alternative to variation (C) for
cal@itating Entitlement, It provides for Entittlement to be calculated for any

Trading Day withinjangQltsise Hﬁea ggdﬁ%@lldgertiod using the same general
structure as Eéttltlem%ntt{ Qrac qgl dg%a iculate vgmat n C where
Entitlemerit is d‘lQaggrega ed into comp oneﬁt 8%’1 5 %fn regp P farker
Contracts €1fand 28 gﬁé“ﬂﬁ@ﬁ&éﬂﬁ@j@é@ﬁ@rﬁiﬁ%‘t@@faﬁﬁbred within the

relevant weight of thetpaits: whichtr-asetthesigummed to Entitlement \We

e O TA0RIRRLO0IAN. R Eallameat (e Tl gfg(ar%

outside a Roll period (that I8 not & ay) Is
where equal to the current trading day plus the number of non trading

days since the prior trading day where  F®
Entitlement Ey, for a Trading Day that is a Roll Day (that is not a Disruption Day)
within a Roll period and there is a Net Adjustment Factor to be accounted for.

Ew = Exgn + Evpy

P4 in respect of Ex and Pz in respect of &y are each weighted in the Roll process,
As with other variations the proportion Rolled each day may vary or be equally
weighted and the proportion of Cy contracts rolled each Roll Day gives rise to a
corresponding weight in respect Py of Cy and P, of C,. Unlike variations (A) and (B)
that adopts a ratio approach and the Net Adjustment Factor applied independently
of the weights Wiy, and WPy, and similarly to variation C, in this variation the Net
Adjustment Factor is embedded within the weights which are represented by Ex in
respect of Py and Ey in respect of P, such that for a Trading day t that is a Roll Day
r

Ex = (Pay % BExn) / Ry

Evy = (Pagy * Eyin} / Ry

Combining these elements yields an expression for Entitlernent ) for a Trading
Day that is a Roll Day rin the form of
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o E(t) is Entitlement on a trading day t o E(t_l) is Entitlement on the trading
day prior to trading day t o tis a trading day that is not a Disruption Day
10 o F is the Net Adjustment Factor o m is an integer counter in respect of
F thay is,ihe;0umber of days equal to the current trading day p gﬁ%m@ﬁmemg
number of non trading days since the prior trading day where F(m

Entitlement E(t) for a Trading Day thats a Roll Day (that is not a
Disruption Day) 15 within a Roll period and there is a Net Adjustment
Factor foge dcsotifed TOQ?ZE&) —('é}%(ﬁmlr Ey(r) P1 in respect of Ex and
P2 in respect of Ey are each weighted in the Roll process. 20 As with

ofher-yariationsthe pretion Ralled each gmagmwmgb@@guwbe 5
weighted and@tgg roporgion. ntracts roll e

fCl ch Roll Day gives
ride 5 E5nEa55dRding g)e\”r’é t%r}(ﬁﬁ CEP TSt a%r’llcel ‘B%E%F &%%/ Unlike
VaFiBtiens (A) and (B) that adopts a ratio approach and the Net
Agliustment Factor applied independepgly of the weights W1(r) and Wa(r),
apd tSir'lﬂlaEX to variation C, in this variation the Net 25 Adjustment Factor

is erﬁbeplded within the weights which.are represented Ry E, in, respect of
Pl afnffEy%ﬁ‘%@gﬁ&&gf{ﬁg{%ﬂiﬁ\ghat of'a ré\'ﬁin%by P fﬁgt)al%’%%&oll Day
F =2 (e PEEreR{DmB0 Ey (rFro @B By} Fred) edmbiting
these eleniepts yigldgvan,cxpegssion fer:EntibemetE () iorZediadhg 1 * F
Day thak iSE?gB—'Din\ Qi e foem of WO-2007/038986P, /P2u)} + Eyn ] * F
PCT/AU2006/001408 39 E(t) _ {(P1(1) X EX(r)) + (P2(1) X Ey()} I R(t) The
fo I‘O\ﬂ/ving table illustrates the form of, Ex(,), and Ey(r) for Trading days t for
a% ®ay Roll (d=5 and r = 1 to 5) with Non Trading days nt on the .
widekerl. §.FASLE DAYEMEGUTM Eye 0 @w%w 1 BTy Byt * F
(WEB/WLE) X F Ey(1) = {E(t-1) x (JI(i) x P7()/P2(1))} x F W t, r=2 Ex(2)
= EX(i) x (W1(2)/ W1(2)) x F Ey(2) = {EX(7) X (31~2) X P1(2)/P2(2))} +
Bk

Eun = Exeny % Wi/ Wigepy) Fim

and i
By = 3 {Expen * (1 Wiy % {Jum % Piy/Pam) * FTy,

=2 Bym
where Thasarangen=1tor suchthat Eyn+ Eyg* ...t (Egy

Entitiement Eg on a Tracding day which is a Roll Day of a Roll period expressed in

the form
Eg = {(P1p % Exn) + (Pay X Byl Ray
may therefore alsc be expressed as
Eiy = [ {P1 * Exgety * (Wag) Wagen) <F T}
+ {Papy ¥ % Bty * U Wty % (Jamy % Prn/Paen) xFI} = Ry
where .
o Epy IsEniitementona trading day t in respect of a Roll day ¢
where r > 0
o By is Entitlement on the trading day prier to trading day t
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10 T t, r=3 Ex(s) = Ex(2) X (W1(3)/ W1(2)) X F Ey(s) _ [{Ex(2) x (J1(3) M
Pus)/P2(3))} + Ey(2) ] x F Ft, r=4 Ex(4) = Ex(s) x (W1(4)/ WI(3)) x F
FY(4) = [{E;(3) x (J1(4) X P1(4)/P2(4))} + Ey(3)) xF S,ntS,ntMt, r=5

Ex8p=0ex(499% (W1(5)1 W1(4)) x F3 Ey(s) = [{Ex(4) x (JL(5) XpcT/av2006/001408

P1(3)/P2(s))} + Ey(a)) X F3 15 T t, r=@ E(t) Therefore Ex(r) = Ex(r-1) x
(WI(,)/ Wt(r-1)) x-PIm) and x 1/ W 20 Ey(r) = {Ex(n-i) () x (J1(n) X
Pt(n)/Pz(ry) xtP(m}k Ztlyim) seyatelnas an@rage Noeriderbsueh thatifyeh) a

+Ey(2) + ...+ (Ey( isﬁ]%%ﬁ@?@m E(t) on a Trading day which is a Roll

Day of a Roll period expressed’in 25 the forrrgm!E(t) ={(P1(,) x Ex(r)) +
(P2(r) x EF(r)FFR(t) nzwgyﬁtﬁé‘ré%‘ﬁéf Hso'Be‘Expressed as E(t) = [ {P1(r) x
Ex(r.1) x @Vi(BWI(r-1y) XREm}* {PRW) %L (EXR-LPx- 1P 8r=E)ix (J1(n)

x P1(n)/P2(n)) XF(m))};legm) %g\fgei%é)s%(gai%ggﬂﬁ?%qnt on a trading
day tin respect of a Roll day r Wh%{ﬁe r >0 g E(t-1) is Entitlement on the

trading day prior to trading day Y W03b07/538986/RC T/AU2006/001408
40 o t is actraffing)daytofwisichiahisrdiis slzpaesponding r and is not a
Disruption Day o0 Exr:re Eég)-t):)g WK@@NI(,-l)) xF(m) o Ey(r) = 7 (Ex(o-t)
x (1/ Wl(n-l)}_.x (319'%3}( ij%ilfs n &&é{ﬁnp 5 =7 Ey(n) where | has a
range n= Ttor sucljt at Ey(1)y+ ) PO+ (Ey(r) o Ex(r-1) Ex(r) of
the prior tradifig daif afdnideereER{er 1) reEpe@)ot ey is the number of days
equal to the current trading day plus the number of non trading

days since the prior frading day where F™
o Py s the price of the Current Marker Contract Cq on frading day t

o Pgy I8 the price of the Next Marker Contract C; on trading day t
o Wy s the weight (proportion) accorded to the Current Marker
Contract C, reflecting C4 not yet rolied at the completion of
trading day t that is a Roll day r, where
Win=1-% dywy ¥ bas arange, n=1torin the Roll period
Wig=gy =1 fof a trading day oufside the
Roll pericd
Wity is the weight for the prior trading day

o Jiuy is the welght (proportion) of C4 Rolled on a day r, where
Yhw=1 fhasarangen=1tod and
Jin = 1/d  only where the amount Relled is equally weighted
during the Roli for each day r

o d is the total number of Roli Days on which the Roli takes place

o f for a Roll Day 1, is greater than 0 {zero}, has infeger values of 1
through d that correspond o the number of the Roll Day, there
is a corresponding Trading day t referring to the same day

and,
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o F is the Net Adjustment Factor 10 o m is an integer counter in respect of
F that is the number of days equal to the current trading day plus the
number of non trading days since the prior trading day where F(m) o PI(r)

is thypiieaeflize Current Marker Contract C1 on trading day t @2-B2{Ris w1408
the price of the Next Marker Contract C2 on trading day t 15 o W (r) is the
weight (proportion) accorded to the Glrrent Marker Contract C1 reflecting

C1 not yet rolled at the completion of trading.d hat i I L
where W1(r) = 1 Ji¢h)% ngsp%aioﬁkar@gag, H (’i]ist%a r?%{%éeéé?” ?Jze%%)ddﬁﬁi(rfo)a
= 1 for a trading daypwassiels e T 20 ROARETEEWE oL R SHEVEAht for
the prior frading day 0 Hbpdsdheaeight (proportion) of C1 Rolled on a
day r, where 25 ZJ1(n)=1 7hasarange n=1tqd and J1(r). = 1/d Qnly where
the amount Rutled is éﬁﬁﬁlﬁ%&i@lﬁgﬁer%ﬁ;ﬁ%}q} e (ﬁ%ﬁé?gea&qday rodis

the total number of Ra|lRays ORyehich g, Rdtktidkes place o r for a Roll
Day r, is greater than 0 (zero), has integer values of 1 30 through d that
correspond to the number of the Roll DWhere is a corresponding

TeetitioeaiRedereriiry ot Se6ARAEY i* o 2007/035086
RGEALIZO0G/004A0844d foraiNehsRathDayesiidsavaiie of er{ed )
there 188 corespnd) I frHpgteithasamegay e missary
irﬁ?grﬁ%rp%%oﬁﬁte?g%&%g%@{ﬁ%ﬂy ‘gﬁr%me Pricﬁé%%r;rtﬁg ;;93%)5‘%}%3
wikRsREFR(8) Se R (Vi (F) WPiSaLH eLANAYF a@?@%ﬁ@ﬁé‘?\ﬁe emptions and
SeeeRdaRn Matksrddndesan eiehatiyevesded Rimd-ETHPsacifestors
> C“s%%%%dé‘r?n%@@@%ﬁ@a@&' gdlaameancsienange. oranydaitisgeday

tHat IS hot a disruption day. The primary 10 is e & seghrities isvidin
. . : .
tylpsidealy oIS ARRINEAY 5}5’8?8\/@8‘?@ teip: u@%ﬁg}s) via 5
investors and AP's with the ability buy and sell the securities.
Excepting there may be transaction costs, for a security on a non disrupted trading
day the creation price is aqual to the redemption price.

Thus
Security Price = Reference Price % Entittement = Creation Price = Redemption

Price = Underlying asset price x Entitlement.
The security typically confers 1o right to the underlying assets at redemption.
Rather the security holderis antitled to the eguivalent value of the underlying
assets per security in cash. The creation or redemption value of the Security is
wased on the settlement price or a market traded price as parmitted
The ability for approved participants to create and redesm securities at fair value on
demand on any non disrupted trading day In pursuit of arbitrage profits from
deviations from fair value has the affect of limiting tracking error of the security.
in other embodiments of this invention the form of underlying asset held that
backs the security is optionally:

« futures confracts

. contractual obligations with corresponding terms that maich the Security

hased on futures contract

e liguid forward market paper coniracts



subscription who place the securities with investors or on-sell them to

investors in the secondary market typically a regulated stock exchange.

The securities are tradeable in the secondary market typically a regulated

sto%%g%ﬁg& providing investors and AP's with the ability b%’?ﬂ%ﬁ}%ﬁ/oe 1408

the securities. 15 Excepting there may be transaction costs, for a security

on a non dlsrupted trading day the creftion price is equal to the

redemptlon . |& ) usauSecurl Price = Reference rlce X Entitlement =

Creafion Price ah 4G Bton " BHEY S BNAENY Y E<Cat pitehyhe Security

Entltlem@%@@”ﬁﬁé@é@@ﬂﬁ%@@@é@@@h‘@@ﬁmﬂght to the underlying

assets at redemptlon Rather the security holder is entitled to the

equivalent nder| assets er secu |t |n cash.

o R I LT S SRenne
3 pnfé‘%‘rﬁlséﬁﬁ“ﬁﬂ@ﬂ%&ﬂ@é%ﬁ%@@@%@rﬁ?ﬁfé@ﬁ%%Wﬂ?ﬁ@ﬁ@ﬁp%ﬂe&i

participartst toegredteaanshtideanustsi sliesaidalenaue: pr B5demand any
Ona@jﬂ&ﬁgﬂtgiﬁgﬂgggeg%%s%%&ﬂ o%%ecllfa%dbg@gicﬁrro rfegc%r?bﬁlancmg

deviations from fair value has the affect of miting tracking error o
sectiy S St P ERboM H@ﬁ'ﬂ%%?*ﬁﬂﬁ]ﬁﬁ%%&%ﬁ@mwapiﬁwm a
asset hefd thatstzacksdinessecuiityis sptionalyrofuluy esreaptraars; 30 this

10 CoRteagtyal obligations with corresponding terms that match the Security
based on futures contract liquid forward market paper contracts WO
2007/035986 PCTIAU20 0 610 01 4 0 8 42 contractual obligations with
corresponding terms that match the Security based on forward market
paper contract terms From the above it can be seen that this invention
provides a security based on 5 futures, commodity or non-commaodity,
that can be exchange traded in a transparent way with an easily
calculated entitlement attributable to the roll and any adjustments that
leaves no mismatch at rollover and does not require rebalancing. Those
skilled in the art will realize that this invention may be implemented in a
range of various embodiments without departing from the core teaching of
this 10 invention. '
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MCSLLP 43 CLAIMS 1. A computer program for managing an exchange
traded, structured investment security which is based on an asset and is
linked through its 5 entitlement and reference price to the value or
performance of the asset as measured against an index, the saidiassgt; p
having a forward price structure, a forvddrd market, and an expiration
date, in which the program provides for the asset to be rolled forward into
Qr‘nﬁﬁ‘éﬁasset with a later expiry date and calculates the Security Price by
the formula 10 S = R x E where S is the Security Price R is the
Reference Price E is the value based Entitlement of the Security. 15 2. A

Computer GIBRARTIP IRSHEiING Al EHEAGe HAadewRagurEaded, structured

investment seaulityyag/Blaimed ielaimohinawhich thedgierenegiRiiseisough its
cag:ﬂjlated bét e formula R = P1W1 + P2(1-W1) 20 where o R is the

AREBRhEEBIRIES PIIREHE SheeVs! the CUPRSRTIAIES Chriftacesset as
CeaxBis theipsceofitheNextdaikeaCantiaslicg 8 WikaltepMeltructure, 4
Igaccorgj?ed to th&ICugent Marker Conract C, a%_25 the completion of any
OAGRMBSfNE 63 RPETG0r TG clleBi PP AR aNayiges for the
#eset lifoanya@dntanday thabvisandiberRedsbayith andR2raegppihdate and
(r:n%liﬁatt EI‘;I(%ES gur(i;ngi thgtradk%g \X%way or bolth end-of- day prices as the
FElEVaNt circdmstances rgaﬁi %F@"{HB énd-of-day 30 price is the
published price foRthé-asset contract as determined in accordance with
the rule ergegulations and procedures of the relevant asset market and
laws of the relevant jurisdiction.

S is the Security Price

R is the Reference Price
E is the value based Entitiement of the Security.
2. A computer program for managing an exchange tfraded, structured

investment security as claimed in claim 1 in which the reference price is
calculated by the formula
R = P{Wy + Po(1-W,)
where
o R is the securily Reference Price
o Py is the price of the Current Marker Contract C
0 P is the price of the Next Marker Contract C;
o Wyis the weight accorded to the Current Marker Contract Cq at
the completion of any calendar day, where
® 0s W, <1 forany calendar day that is a Roll Day
* Wi = 1 for any calendar day that is a Non-Roll Day
P+ and P, are both market prices during the trading day or both end-of-
day prices as the relevant circumstances require where the end-of-day
price is the published price for the asset contract as determined in
accordance with the rules, regulations and procedures of the relevant

asset market and laws of the relevant jurisdiction.
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MCSLLP 44 3. A computer program for managing an exchange traded,
structured investment security as claimed in claim 1 in which the
reference price against an index is calculated by the formula 5 R = P1W1
+ P2(1-W1) where o R is the security Reference Price o P1 is the pri%:‘c%hgﬁ
the Current Marker Contract C1 o P2 ig4he price of the Next Marker
Contract C2 10 o W1 is the weight accorded to the Current Marker

Contract C1 at the completion of any calendar day, where 0 s W1 <_ 1 for

ny calgn ' Il Day =.1 for.an endar day that is,a
?Non-RoI gg@%?ﬁﬂ?@%%b(@ﬁ r%n;ér/é%?'g‘éce%%o?é ag %t%? %E:cgr@r/ag du??ﬁ%cwred
theer bRy ascuaiyordeihisrebohdagipridedashitud rileveaaference price against
QHQHH@E&}QQ%?CEQQ{QE?;;M}%%%@gd-Of-day price is the Settlement Price

of a futures contract as determined in accordance with the rules,
regulations ant procédurd(dfMe relevant futures exchange and laws of
the relgyagidurisdiction. 20 4. A computer program for managing an
exchange traded, structured investment security as claimed in claim 1 in
which entitlenfentis thé@ S8 BrttReefRigmE GAgRding fraction thereof)

on the underlyngrasseiieniacy RqHYaIBREReld PREseeYRbAthat pack
each security, to which a security holder is entitled per security at
redemption. © P, is the price of the Next Marker Contract C;
o Wi is the weight accorded to the Current Marker Contract C; at
the completion of any calendar day, where
* 0 =W, =1 for any calendar day that is a Roll Day
* W, = 1for any calendar day that is a Non-Roll Day
Py and Pp are both market prices of a future contract during the trading
day or both end-of-day prices as the relevant circumstances require
where the end-of-day price is the Seftlement Price of a futures contract
as determined in accordance with the rules, regulations and procedures

of the relevant futures exchange and laws of the relevant jurisdiction.

4, A computer program for managing an exchange traded, structured
investment security as claimed in claim 1 in which entittement is the claim on
the number (including fraction thereof) on the underlying asset units or
equivalent held per security that back each security, to which a security holder

is entitled per security at redemption.



