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BFATYS 1000 * ETOAALEMETY
I/ — PR, (RS A T s
IFETL &
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: FAREP AU, 2342 3.29
PHL Maxfssar-Cozt ZE2-0ETY 23.42 1.30
RPN 2342 33

FALBRL AT g 23 4187
A-OEF FAFai: 134187

[T ESEE = iE S

X 3 —SLS & X F~—7 OFE RO g

RISTEIZ, RUHEREGSDIAICa—N AT aroZ—IF L, F£2F
FRIAREZATTHZEHTEET, 100 A7 v 7L Max(& 7z —#/11,0)
DWE D — I TV E Max(FE — &, 472 7 >4 —7"2)DHH
ANROERIT, FUHERZFLET, MADOAKXZ AT HERICIE.
ABEF T arPNTF oy 7 INTNDZEEETHRLTIZEN,
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MEOAREANTAEEICIT, DARAZ LT T arvRNFzv 7 ENT
WAHZ L ERERL TSI,

41, FokolcL Tz

NWRFEITTEHONEERRLTWVET, X 4

TM$23.3975 OfEIEK 2 DEERIC E VW) Z EIZHERLTL &N, #
— I AR, W TTRAETHEE T, FRIARIIEB LRI O TO
AN AT DA T, AR IwNEEZE > CTHHESVES, 47
A =T lE, AT a =T DR EER L, A a v
IEEITSIN TNV, SRFTIND RO B4 —7 2R L
T a7 e R o RIARXTHEA SN E T, Lien-T, M 4 T,
HRIAR Max(E iz — &, 77> 3 24— N, A7 a v DOFLT,
F T E B DOFEITO RN D &4 — 7 /R 2 0> TR O KAk

DYz B LET, —77,

Max (&2 —ZH,0)D % — 2 F kit 4

BOBZEDAT v a OFEITH, &, EIFEBTENGAIC, Bl

T 2D 2D L5
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5 7Ot B T O3 O e RAL OBy 2 Bk L

(B Fiqure 4 - B SEBETER

FFALE NI H

J:#:b Plain Vanila American and European Call Options lower number of steps). Useful for testing convergence.
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Mae(Asset-Cost,0)
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*

IRFE (MEARETEE (3 100 YRS = L—| (%) 5
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B (SRS 5 HITATAE) 10
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Max(Asset-Cost, OptionOpen)

T Max|As=st - Cost, OptionDpen)
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(MBS, 10-A2T > 7 2 HEAKE OV TV E R DHEICEREY — 7 2—
FOERR Y 7 A% F 2735 L TExcel TTEEY—7 v — F&21E
T HZENTEEST, flzIE, FL—rR_"=Fa— Lt Fa 10
BIRE7 7 A NVEBE, Ry 7 AERRTHER S OLIITTV—27 v — |
PERSNET, ZOMEY—7 o — N THEAXRTATHIZHERLTKL
7230,

o ApENTERY—7 —MI. AN LEHIHEDTKR O
YD 10 AT v TR LET, ZiUL, 1,000 27 v 7%
ASLEBETEH, BED10DAT v FREREND &)
ZETT, BRI OBNEREAIX, SLSIZ10 DA T v
EANTTTHE, BTDOI0DAT v TNV ITAER SR
T, AMENTE AT v 7RSS, A&z 10-2
T T OIS DT W EHE &SR, BT o
2 TCT, 10-A7 v THRTOFRIEHEZS 5 21201, B TFAT
v 7 ELTI0ZANL, SElmFEITLTLLZEIN, 20k
B AR ENTZEEY —7 o — I, 10-2T » T OFO
ZTHY ., SLS o OFEFITHX I & 720 F3(4 6),

o 1 ANDZ—V—NE—=IF N EFMARXEATILIZEBWET D
%, Excel TARXZHEMENRT H2LEITR2WVO ERERIZ, U—
77— MNIEEGEZET, 2—PF—IZTWVDOTHLSLSD 7 7 A1
NERCZENnTE, AXERZDY . LEIZS U TEREH]
W32 ENTEETFE Zran| 7V 2T 7)),

VI NI 2T IEST 7 7 AN EBRNEY . ARFEEARRICL TS NET,
N, VY7 MU =T TOETOANNIRAFETE, S%OEHICHIE S
HZEMTEET, BRoTANZEHIBR, F3EHBIT DL, ARhTRY
FERNEREIND A, ERIIEGFEINEEA, NS, 85 1-oFE
EHEITTDOIEER L bing, RETI007 7 A4 v &2BL
BRCiX, T ETAEHET T 288D LET,

Blackout 27 v 7 TAJJTHZEHMETYT, Zbid, BETETO
AT THY, #—IF N, BXOHMAT v 7 L3R EL8 N
RRLET, BT, B TAT7E LT, 1000 & A7 L, blackout A
T 7N D0 @ Blackout AR E LT 0-400 2 AL L ET (B, A7
g A=), ZHIE BHID 400 DAT v T T, A SV a vk
—FZ AT a A =T LR TE RN EEER L TCWET, o
BIGECIX. Blackout EM A L7BRICH AT v 7231, 3,5,10 £ 9
ARG FE I T F T, Blackout WIFHET HHE, BT CORERAT
v TRHENLEE 2D 9, BlxiX, blackout 28 10D H B 14 L 34
WZFTET D56, 10DAT T, Z0OH% 1L 3DORT v TRT—H
—DT Ty I T RERDVET, INHDOT Ty 7T U NI, RAEHIM,
MERECHM., BIOA T v a v NETTERVWE 202 =047
arOBRICERIERYES, ARy AT aE, TT v T Uk
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CHERIEE I ZRA L, &R ERNOEEAL T v a i, £ 73
UMETTERWEE (B, 7=V 7 - AT7HM., BXORa 7 b
M OFELZ: &) 2A L T ET,

H LAAR Y —IFAAKXR 7 ANICA SN, TAV Y, 9—n8
T FREAI 2 —F U F T g URERENESS, A—3 )L
J)— ROBHFIETFIEREND X —IF AKX ER0 F3, FE —
ROT AV oA aid, A—0X—IF VAR L TAH T Ve
VAT U R T AR AEIRE L, I—n T AT v a E FET
SNNWA T ar A —T O EREL, Na—FX AT a v
X, 790070 METAT T O, A7V a A —T U EMRETS
WEITARARBREERELET, £/o, FRIAKDOANZHLET Y
HlE. ETHRDICHAZ LT T a v ZBRLET (L, FRIAR
Ry 7 ZIMEHTEERHA) o DRAEZLF T g OfRIZ, #—3F
V. . FLTCT 99727l ardegEni-FmoA L
ETONEXNERENET,

AL BEHOY A ML, RN ADLUINOEE 28N, A, L
THIBENTE , Bz L. WEF TS 3 o OFEITOBITEIANE S M5 L
D ET, INEDAZLELOY A MIEBML, 26 DENRERT
boOGE. LW (DAZLDEBROLRL, ARX—RELOY 7))L TH
FLESETCETINIWTERA) | BYUREEYHR Ty 72525
ZERTEET, L, BEOKRGFMENH DR (], TR L
FRAFMEN AT 23548) . METHLE UEARAHRE AT HZLENT
= (B, ) . L LER, 2SI ED Y . W) e ik
EREINRDNEEHDHZENTEET, HlziE, 10 ER-D 100 DA
Ty T ORERFEIC 2 DORANEN H Y . GaD O SENT $100 3%
EL, 6 FHDOIEDIZS 150 [N LA, 1 2HIX 0 DFAT v 7
T$100. 22X 51 OHHAAT v 7 TH150 EWVWIHI B TRICLFRT 2O
DEFMENR AN TEES, 22T 6EBDOHH AT v 7% 61 Tldi<.,
51 EANTHZEICEEEZL ST EIN, ZHUE, 100 27 v 7HE 1
ZEiS 10FEDOA T a0 Tlk, A7 v 7 1-10=1 £ H; A7 v 7 1120
=24EH; AT v 7 21-30=34EH; AT v 7 3140 =44H; AT v 7 41—
50 =54FH; A7 v 7 5160 = 6 FH; A7 v 7 61-710=T%HH; A7 v
71-80 = 84FEH; A7 v 7 81-90=94FH L AT v 7 91-100= 104H & L
4, KBS, 027 T I T U RNRT 7L LT 0 ELDIFA T3
VEBESICIEETTERWVWE W) Z L AR LTWVET,

B AL DERDALTRT, B— Tl LIS TRITEWIT %
NS
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Assumptions

Option Valuation Audit Sheet

Intermediate Computations

PV Asset Value ($) $100.00 Stepping Time (dt) 0.0500
Implementation Cost ($) $100.00 Up Step Size (up) 1.0226
Maturity (Years) 5.00 Down Step Size (down) 0.9779
Risk-free Rate (%) 5.00% Risk-neutral Probability 0.5504
Dividends (%) 0.00%
Volatility (%) 10.00% Results
Lattice Steps 100 Auditing Lattice Result (10 steps)
Option Type European Super Lattice Results)
Terminal Equation
Intermediate Equation
Intermediate Equation (Blackouts)
Underlying Asset Lattice 125.06
122.29
119.59 119.59]
116.94, 116.94
114.36 114.36 114.36]
111.83 111.83] 111.83
109.36 109.36| 109.36 109.36]
106.94 106.94 106.94, 106.94
104.57 104.57 104.57| 104.57 104.57]
102.26 102.26 102.26 102. 26| 102.26
| 100.00] 100.00] 100.00 100.00; 100.00 100.00|
97.79 97.79 97.79 97.79 97.79
95.63 95.63 95.63 95.63 95.63]
9351 93.51 93.51 93.51
91.44 91.44 91.44 91.44]
89.42 89.42 89.42
87.44] 87.44 87.44]
85.51 85.51
83.62 83.62]
81.77
79.96
Option Valuation Lattice 45.33
42.81
40.35 39.96]
37.97 37.58
35.66 35.27 34.87|
33.43 33.04 32.64
31.27 30.88 30.49 30.09]
29.18 28.80 28.41 28.02
27.18 26.79 26.41 26.02 25.64]
25.25 24.87 24.49 24.11 23.73
23.40 23.03 22.65 22.28 21.90 21.52]
21.26 20.90 20.53 20.16 19.79
19.22 18.86 18.50 18.14 17.77]
17.28 16.93 16.58 16.22
15.45 15.10 14.76 14.41]
13.71] 13.38 13.05
12.09) 11.77 11.45]
10.58 10.27
9.19 8.89]
7.91
6.74

5-SLS WA K LAY —27 o — b
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B Figure 6 - B5—SEBETER

(= |5 ]

IFFAILE ANLTH)
J#%F  Plain Vanila American and European Call Options {ower number of steps). Useful for testing convergence.
AFoa4 HAALEEE
TR J1-0OEF: FEa -4 AARL TEETT iE RRbER Tot
BAEIGAT *
RIEHEFFEETEE (8) 100 UAS-TU—- L—F (%) 5
EHEER G 100 BOEE (%) 1]
BRFE (ERE) 5 AITT () 10
BFATT 10 " sTRRAREMETY
S P b AT R R Ch AR LI 3 0 -4 T DR
| |
L 1, 2, 1020, 35
L7 Pl W i o o s ST W “aFT-=h
IR L &
Fouha—) LA 2342 1.30
[EsHEe by 2342 329
h;;;’;‘;‘{n’“:“'c"s"“} ZE1-OFTY 2342 130
e ZETAN 2342 330
PR - AR AR EA T : ;’ Hh
FAR AT an 221908
A-REFL FF2arnez0908
T Maxn(Assst - Cost, OptionOpen
SR — IR I Sy AP A R R R
Ak CptionCpen SEFROIER

6—10 A7 v TG F4L7- SLS DFE R

VTINET Y a OB I NN—VT T
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1.4 BBECE PE DI T /L7 —(MSLS)

MSLS (%, SLS DILE T, MSLS I%, BEOJFERE & BB DM AE & AT
T a THRT HZ R TEET, MSLS I, BT OEEGEHIO XL
INZEBDOIFEFED ATINFHETT, Tiub O OFMIE=> — ¥ —iE
BOWAFLEEENFOHT I ENTEET, A7 varvoXl 7%
MSLS OfEHIZ L o TR TE 2% SO BRI O E RN T
WET,

o HGFMRBRA T ar 20, 30 EBEED RO
F 7 a )

o [REMAT Y 3 (BEOEELBHEOFRRAT T 9 )

o BIREAA T AT va (REHEE AL T a L ORT
DIER)

o WA Ty (a—E ATIDOR ORI
o BHHMEDAT > a  BD2ERAT Va3 T

MSLS ®Y 7 bo =7 1%, Wil a A "2 U T 2GR AR VT
DY FET, WHOMER, BFOFHE, X EN LVWDREEND
LR . BTOF T a ry TORKMREEZ RLTHWET, =
AL FOSEIL, ERRL TV DETIALORBDE T, £/2. 77 v 7
TN EHEREEMIOAT g £ LT SLS IZFHELL=H
AALEHDOY A bHY E9, £7- MSLS 1%, BEEU—7 > — hO1E
EAREE L, 22— —A L H—T 2 —ADY A ANRRHETExHZ &IC
HERALTLZEWY (B, Z7x—20FEMEZZY) v 7 L, BI&EFTHZET
YA XY RTHZENTEET),
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B snosE. anTes = | B i
I7ALEH  ANLVT
RAE Tk
7 RECRGINE  Ao71054 (%) 3T T T FE0AT
* *

HSulP botET IREE AR A Ty

&P ZBRE YA A(%) B3 (%) AT? SkorE

& A

[C] EEEFOIER

8 — I DB T LN —

MSLS D R[GEMZ LR T2 410, RO TV T A MPNERENT
WET, AZ—F | TR T TAL VTN F T g XN ax—Tg
YIUTN e AT aSLS6.0| UT L e AT aSLS6.0E Y Y vy
L. A 27 )=  OFROEREEF TS a v EFNAE Y v 7 L
T2, 77 AN | BIEE | v TR 2 BRBEO MR R AR A T Y a v AR
RLUTLEE N, ¥ 9%, RENT MSLS ofl#F&R LT, v
FVIe Z OFIFETIE, E—JHE T 2 B OB CER STV ET,

Figure 9 - EHDEE, BETER
FFALE LT H)

NE—)

i 2 J#2+k  Simple Two-Phased Sequential Compound Option
& B OIR TR AIFNTA (%) FE E 1 BEOATYF
Underlying 100 30 *

*

I b Et REE R ATy

E= ] BEH U20-A-.. BS (%) A777 SROAER HRIOHEN /
Phasel 5 5 0 50 Max({Phase2-Cost,0) Max{Phase2-Cost,OptionOpen)

Phase2 80 5 1} 100 Max{Underlying-Cost,0) Max(Underlying-Cost,0ptionOpen)
*

PHASET: 27 5734

[ ESEEROLESS

X 9— 7 ip 2 BEE O A kA 7 Y a O MSLS VY 22— g
N
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:@ﬁfvay@%%ﬁiilofﬁﬁéﬂfkw ey s NI 2Bk
PECHEITINTWET, | BREHIX, 1 FHEOE M 2385 million THDHD
IZxF LT, 2 BEREH \1&Kaﬂ£”%®zﬁﬁwﬁﬁi%0mmmf\
ﬁﬁk%Pwv%Téhfwiﬁo7m9x7h@ﬁﬁ®ﬁﬁﬁ@m
$100 million (NPV [X$15 million) T, TN HDF ¥ v a7 r—X, 30%
DRTZTAVT 4 2B LTWETERTT 4 VT 4 OFFEOFEMIC I

TR EVY), MSLS ZfEH L CEHAE S U7 BRI O 13$27.67 million T,
21‘7 >3 /0)1ﬁ 2$12.67 million "HAHZ B W L £, ik, KE
2 BRI BEL . BT T AT ERERMENELND EVH T ETT
(IEREIZIE $12.67 million DfE), O BIGE & & RAEPRIZITEKA 7 > a v~
DEZZTEF I,

........... Xy v a7 a—NAERT DEH
e B PE O BAERE $100M

v

0 4= 148 2 4E
10 — 2 BEREDIERHY 72 B R AT S 2 2 D 2 DHERE A
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1.5 ZEAME VLN —

ZIEAHE TV LR —(MNLS) L, U T /L« 72 a OBV L "—D
VIR 2TDOHEH 1 ODOFY 2—/LTF, MNLS 1. 3EHA 38 .
41K @) & ST S DX, &K/ — R EEICES M
THLERREFABALET, M 11 1%, MNLS DEY 22— /LA FRLT
WET, TIZTIE, EBEORANE Y a vy n3bh Y ERER RS IE O
— I AN ETEREINTWET, LT, Broft 4 DOLZEK
DWAN 4 >Dkv 7 arb LT, 7TAVhréa—ab 747
YOG THEEINDMIMDOAT E—HIZERINTHET, 2D
VINWIRRGIERIX, XA R Y =D E AT T g T
Vw7 U, Zran | BlGE | 3T XY b m—ra 7 5 28R
L. BlY % 0%IZRXE L, EITL T EEN,

— . - ) s
&4 Trinomial - American Call O = EnL

FFAILE ANLTH

Je b American Call Option using a Trinomial Lattice Madel

7] 3Es [] PHERIERT [ MBI g [ SEmL{ k- 288 ;ﬁﬁ-ﬂ‘ s M AT
EEE QIRIEEHIE (5) 00 EEE () q
B OIRTEHEE 2 (5 EHAL—F (5
FHERA S 100) @R
HIFAUT 1 (%) 10 YARDT s MEite
AITUT2(0 Ut
Y253 = Lt () 5 iyl R
A 5 #EFH
EF AT TIE 50 CETHAAREETY
a8 g2l ke
:1,2 10-20,35
B — PO ST CBERIE0A T 2
Max(Asset-Cost.0)
{l: Max(Asset - Cost, ) aE=: 232975

R — FOEH BT CAREARDA T
Max({Asset-Cost OptionOpen)

: Max{As=st - Cost, OptionOpen)

o — FOEHER RTINS S UMET (HEE R

. Opter0pen

11 - 2SI 7 3 —
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B 11 1%, 3 A2FEH L= e Ty F AT Y a o ORGEEE R
LTCWET, 50 AT v 7 F2H LK 11 TRRIILTWHDDEERIT
100 27 » 7 2HEAMEFAFEH L TODX 2 TRREN TV DRERER T
T3, HEMT, 3EAE . o ZE AL L. VI v b 2
EHAK L EP LR EE 2 40, £hId2nwAT v 7Tz
ENET, ZhiE, WHELMULEY Sy b~DORERE 5 XTI,
3RO FIT LV FENKRE T, FITRMNPELS o TLE W, FEHAMIZ
T, v 2 B TR —IMICERA SN THWET, U2 rnb
59, SLS V7 MU =T OEAT, BHEREIIEM TINEY, ET LD
FAT CHAT 2 MM 72 REEZ MR L < nuE T, 3TEAUX, FEEN
A w2 1 O FEORFERBRRICE T MNE L SN E T,

IHERUHEHRT4EA S 5EAT, 2K FLRIUHEELY 52 £,
B DOZBERKE TIIRICE RSN D EER RN THERAIND v )
FHENH Y £97,

o ZIEA: ERIZ2EREF U TH D, FHEFOFEE A fif
PRI DHOITEHE L TWET,

o A4TEHA: FEFIZ2HEALFE U TH LN, FEENY v THLilk
WEHEMEI ATV a ORISR b E L TWET,

o SIHALFEFIZ2HEALFE U THLIN, LAV R—FTav
(I, flits & BOHNT R TREINAZSE T8, ik & &iX
WMEDORTT 4 VT 4 LIREFERTZENET R, WFDR
BPE/NT A —H —[IMICFHBEI T 2 2 ENTEENEWV I LA
DI ERR SN2 2 DDFEEZfRIT 5 DI H#E LT
3

o DFIFE, FERMAIR, = L CTEEMcI, SEHEIE, >>ﬁ7«/3fﬁL%Q&fbﬂ4
VA=A T varobwrsvarEl BTSN, £, BoEELEHEO
BERTEY2— DL bDOZERKE F2ME DAL LKA
FHRTHZ L TCHARAXLMET A ENTEXET,
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1.6 SLS T A —H—

AFA—T1—DFY 2—/L T, 2HAM T L Excel DAT Ly RI— |
(Excel XP, 2003 & 2007 & HHMERH W ) TOHALRAXD LS 72 E
T DERNDTRETT, M 121X, ZOEFFNAEFERH L AR SN 4T
varvEaRR, TLTHRELTWET, 41 7AMIEY2— VD AS(X
AR Y =N E TR ) v 7T HIETEY 2— Va2

TEMTEENERERE 2RI LTCWET, HARARKIIEEST D A
Ty Ry—FCEEINTWASZ EICEALTLEE Y, £, 2h
X' T AL eI a2 —va rDET, BXOMMOAT Ly Ro— |k
DET NG, £ L TETNVIEET LEOMEHICAERN THL Z L2 E
BRLTWET, FAACHERIT, 2BXE OO0 T 7 v 7Ry 7 ZAOME
Lo TT LB T —va 0P EM & LT TE T, &FEIC,
WEKTIL, TV a2—VNTOLLIFEDOA 7Y a TP S v il
P ERE LR EORE ) — REHIZRHTEET, ZOFV 22—
INBAERENT-FEFIEL, SLS & Excel e CToEp L lad 112 L
TWET2, HAERKF200 27 v 7L EOKFILZDEY 2 —/LTH
BT E EINIMIOF R EFF > TWET,

A B B D E F G Hoo[ o K L

1 Customized Real Options Results

3 Assumptions Intermediate Computations

4 P Asset Value [$) $100.00

5 Walatility (22) 10.00% attice Maker

5} Riisk-free Rate 3] 5.00%

7 Dividends (%] 0.00% Basic Inputs Basic Option

g Aaturity [Years) 5.00 P dsset (3] 100 Implementation Cost [§] 100

a9 Lattice Steps 10

10 Option Type American Volatlity (%] [10 Cambination Optiors

1; Implementation Cost (4] F100.00 iR | L1 Expansion Factor [}

13 Espansion Factor - Dividend [%] 0

14 Espansion Cost [#)

15 Contraction Factor - M aturity [Tears] |5 [] Contraction Factor (]

16 Contraction Saving [$]

17 Abandonment Salvage (£] Latlice Steps 10

g [ Abandaonment Salvage ($)

123 Lnderiping Assat L atiice (& American Option

21 [ 1oooo] 10733 115189 12363 & Ewropean Dption () SR M Compte ]

22 [ 9317 100.00 107.33

23 86.81 9347 ) o TTo. o Tea o Toe oo Tz 1 Toe

24 80.59 8681 9317 100.00 1073 11519 12363 132 69

23 7336 G059 G661 9317 100.00 10733 11519

26 7022 7536 80.89 86.81 9317 100.00

2 6543 7022 7336 8059 G6.61

28 60.96 6543 7022 7536

29 96.50 6096 6343

30 5292 56.60

3 4931

52 Optien ¥afoarion £ artice

=

34 [ 2319 26.05 33.598 3997 46 54 5416 6236 7127 §0.94 9143 10281

35 Continue | Cortinue| Cortinue| Cortinue|  Continue| Cortinue| Continue| Continue|  Cortinue |  Cortinue Execute

36 1544 19.36 23.99 2835 3543 4221 49.64 5772 BE .51 76.07

37 Continue|  Cortinue| Cortinue|  Continue|  Confinue| Cortinue|  Continue|  Cortinue|  Continue Execute

38 893 M1.77 1558 1968 24 86 30.86 3757 44 88 5285

349 Continue | Cortinue | Continue | Continue|  Continue|_ Continue|  Cortinue|  Continue Execute
ﬂ Implemenitatio L [UpProb * J40 + 8 y| i 20.0 2610 3269

41 Cortinug | Cortinue|  Continue|  Continue|  Cortinue|  Cortinue|  Cortinue Execute

42 1.09 169 283 4.07 6.3 9.80 1519

43 Cortinue| Continue| Continue| Continue|  Cortinue | Cortinue Execute

44 0.00 0.00 0.00 0.00 0.00 0.00

45 Continue | Cortinue|  Continue|  Cortinue|  Continue End

46 0.00 0.00 0.00 0.00 0.00

47 Continue|  Continue|  Cortinue |  Cortinue End

48 0.00 0.00 0.00 0.00

49 Continue|  Cortinue | Continue End

a0 0.00 0.00 0.00

a1 Cortinue | Continue End

52 0.00 0.00

54 Continue End

54 0.00

55 End

12 -4 F A= —F V2 — /L EHAARARXNESTm T —7 > — DRk
®
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1.7 SLS @ Excel YV =2—3 3 > (SLS, MSLS &
Excel TORTT 4 VT 4 ETIVDOEHR)

SLS @Y 7 + 7 =7 %, Excel THAZ LMEENT-HEREDE I THE DE
TWEERTDHZENTEET, BIFEOET VX, HORXT L R
V= IR T—F R ANL Y T ENERD ST BHOHFFED
Excel D~ 7 B OREA AT L2V, HOFFEDANMN Y I ab—Ta
EVNELLIED, AT g OFT IELOBRIC AT OB VLB L
ol EE D KO ETHKRYIZRMAETT, 2D Excel @A HVEIL,
Excel D A7 Ly R — FOBRBENTOZRM 2 EH 2 afElc LT E
9, BRIl DU —27 — ME, SLS, MSLS ¢ RTT 1 U T
4T NOEHBEMIELET, AT A NEBRIT D512, 13 1%
SLS(H — BT =2 —Iinh 7 74/ | BlE | BMEY X5 A7 7
CEBER L TCLKEIWEMERH LI AZ ML SN EES 7 Y a v Off
REFRLTWET, FEERMBEIX, X5 —p | T2 ZA| V704
g R e N 2m—2g | YT 472 5 2-5LS6.0 | Excel Y
2—> 2SS DExcel YV z—2 g %ML CTHETHZENTEE
T, ROV T IR 14 TEARSNTWET, SLS @ Excel VY U =—
T a U ATK L TO SLS Z A LS RICIER LT 7E &V, Excel T, 7
FAN FHHEOITTRGFE Vv LTHEZONDT 7 L— hOff
HNRTE, MEOET /MEIZITHH 7 7 AV ZHEH L T EE0,

(B Figure 13- B—BEBETER = | B | |
IrALE ALTH)

A2k Bermudan Abandonment Option with changing salvage values over time

HARL FEEAT & FbEA To
Salvage 90 0
RIEHEHBETIEE () 120 URH = L=b () g | salvase % 2
Salvage 100 41
EEZEBRE 90 BREHEE (%) 0 salvage 105 61
A (FR) 5 AT 2 |, Svese -
BFATYT 100 *ETEAALEMETT
ISPk AT PR RIREERRA ChA A L) Ea - A gD A
010
HiE: 1.2, 10-20, 35

L R Sy a¥ b 6 et ST E W,

Max{Asset, Salvage) UL i
FIuh- gL A 54.39

BAR=F AU, 5439

ZEI-0FT 5439

ZEF AL B4,

HIE: Max{Asset - Cost, 0}

9 — R AR (RS R T )
Max{Salvage OptionCpen)

DARL ATV 301303154

PIE: Max(Asset - Cost, OptionOpen)
SRS — R AR T (Y S0P AR T R E NSRS
OptionCpen

BHEE: OstanOsen [ SRS

] 13 —-SLS ZfifH L7= 1 A% ML SN IWEEF 7> a
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A B c D E F
1
2 SUPER LATTICE SOLVER (SINGLE ASSET)
3
4 |Option Type 3 Custom Variables List
5 | PV Undemdng Asset $120.00 Variabie Name If2fue Starting Steps
G |Annuanized Yozt 26 00% Sakvage 9000 1]
7 |Matunibe (Years) 5.00 Sakvage 95,00 29
8 |implementation Cost $0.00 Sakvage {00.00 49
9 |Risk-Free Rate 5.00% Salvage {05.00 B{
10 | Diviciend ¥ield 0.00% Salvage 140.00 81

11 | Latice Steps 100

12 | Tenminal Equation AR Asset, Salvage)

13 |Intermediate Equation MAX(Salvage, G|

14 | infermediate Equation During Blackout G|
168 | Blackowt Steps 0-10
16
17
18 | Super Lattice Solver Result [ $130.3154 |
19

20 |Mote: Thig is the Excel version of the Super Lattice Solver, useful when running simulations or when linking to and from other spreadshests.
21 |Use this sample spreadsheet for your models. You can simply click on File, Save Ag to save as a different file and start using the model.
22 |For the option type, set 0 = American, 1 = European, 2 = Bermudan, 3 = Custom

23 |The function used is: SLSSigle

[X] 14 —SLS ® Excel YV = — g U H I LI A X MM ENT-HEEA
a v

Excel YV 2—3 3 v ThDol- | DOEW L, HEE(H 14 DE L BIS)IC
I, 7 a7 7S OMMANBHLENS Z LT, 73
VHEATOMEE 0L LIEGAE. TAV AT ar, 1 E LEGAEIT.
d—nv 7oA T ar, 2L LESGAEF. NI a—F o FTvar, &
LT3 & LESAIE. DARAEZMEF T a v nNEBoiET,

[E4£12. MSLS IZ. SLS @ Excel Y L A—Z i L CTHRTH 2 LN T
F9, X 15 1%, HEREREM OB R G A T Y a % SLS O
Excel YL NN—|Z X o> TR L TWET, Z 2 TERINDSHEIT MSLS
DE Y 2 —/V(BIFET 7 A /v: Multiple Phased Complex Sequential Compound
Option)lZ L > THEK S NDHFEREFRLETT, ZITOZLOEREE LT,
A7 a OFHERE O E BN, 3RS T I T, IELW
INTRFE R TV X o, Wb esHE S 74, MSLS Ot R~DHHE
DY I EERTHZEEZENRNT RSN, #lxlE, 74/ KT 3
DDA T a VIR N ERINTEY, A7 Ly K— F®D MSLS
DFRERENVERINL, 72—, | #EpEE T ) v 7T 5L, BEEED OV #
FTDANTIDEBIZZ D 3 FIOBEREN BV A24:H26 12V > 7 Ivd &
IZENALNDITTTE, oA 7> a ViHlioKFZ2BINT 5854,
U7 % A24H2T ICEM L T IE&W, £/, WAXLEKDY A &
FRLMFFT D ENTEET, TNNOLOEEN I AKX LAXTHAE SN
TWeWEAIEL, MRICEEZ KT LEREA,

REICK 1612, RTT 4 VT A OEBpLI A7 7Y =L —bFE2FRRFLT
WET, ZOETATIE, GALNERT T4 VT 4LV RAIZDTY —
IR, BHEAREE L, A7 v a Y ERET HICHT 5
THRTOHERELEL LETA, Z<OTF—2ATH, A77 4V 7«
DR EHEREZLEBLR2NTE Ty a v OETAAEREIT) Z L 2 BEID
LEd, Zhud, BEFHTRI T 4 V7 4 BHO T ) — X% B4
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HEIC, BRI T4 VT 4 Z2/H01F, REHLVEWNS ZETH,
RIRoTERTT 4 VT 4 ZRERERNTET MET 2HENH D56, R
BOIZEYTHINE - Ial—varEZF LTSN, ZOET L
X, AT T4 VT 4 NI RET LS TV OERIZ, ZLTRT T
4 VT A NP HEET, BENEDOIGEHNLTERB I A ULavEH L
TIFe 0 E¥ A, FERZRERNY 227 7V — L — b OERMKDEHRIZ
HBTUIED £,
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MULTIPLE SUPER LATTICE SOLVER (MULTIPLE ASSET & MULTIPLE PHASES)

Maturity (Years) 5.00 MSLS Result | $134.0802 |
Blackout Steps 0-20
Correlation*

Underlying Asset Lattices Custom Variables

Lattice Name PV Asset Volatility Name Value Starting Steps

Underlying 100.00 25.00 Salvage 100.00 31
Salvage 90.00 11
Salvage 80.00 0
Contract 0.90 0
Expansion 1.50 0
Savings 20.00 0

Option Valuation Lattices

Lattice Name Cost Riskfree Dividend Steps Terminal Equation Intermediate Equation Intermediate Equation for Blackout
Phase3 50.00 5.00 0.00 50 Max(Underlying*Expansion-Cost,Underlying,Salvage) Max(Underlying*Expansion-Cost,Salvage, @ @) @@
Phase2 0.00 5.00 0.00 30 Max(Phase3,Phase3*Contract+Savings,Salvage,0) Max(Phase3*Contract+Savings,Salvage, @ @) @@
Phasel 0.00 5.00 0.00 10 Max(Phase2,Salvage,0) Max(Salvage, @@) @@

Note: This is the Excel version of the Multiple Super Lattice Solver, useful when running simulations or when linking to and from other spreadsheets.
Use this sample spreadsheet for your models. You can simply click on File, Save As to save as a different file and start using the model.
*Because this is an Excel solution, the correlation function is not supported and is linked to an empty cell.

15— SLS @ Excel Y /L N—ZfEH L= B CHERALERA 7> a v
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Changing Volatility and Risk-Free Rates

 Assumptions Results
PV Asset (8] 5100.00 Generalized Black-Scholes 348 78
Implementation Cost (§) 510000 10-Step Super Lattice $49.15
Maturity in Years () 10.00 Super Lattice Steps 10 Steps B
Vesting in Years () 4.00
Dividend Rate (%) 0.00%
r Additional Assumptions
Year Risk-free % Year Violatility %
1.00 5.00% 1.00 20.00% | Please be aware that by applying multiple
200 5.00% 200 20.00% | changing volatilities over time, & non-recombining
3.00 5 00% 3.00 20.00% iattice is required, which increases the
400 5 00% 400 20.00% computation time significantly. In addition, only
500 5.00% 5 00 20.00% smahﬁer.‘aﬁfce_steps mg,.f be_ comput?ﬂ. The y
function vsed is: SLEBinomislChangingVolatility
6.00 5.00% 6.00 30.00%
7.00 5.00% 7.00 30.00%
5.00 5.00% 8.00 30.00%
9.00 5.00% 9.00 30.00%
10.00 5.00% 10.00 30.00%

16-ART7T 4 VT 4 DMLV A7 7Y —1—h
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1.8 SLS HénE

V7 b =T X, Excel PHEET 7B ATE S SLSHERED Y ) — X% 5
2T NFET, ZOFHEERTIHINE, AX—b | 7l T7L6 | V7T
e AT va X e RNy axz—vg | YTV A7 3 SLS6.0 | SLS
Brex 7 U v 7 LC SLS #épE# L&) 9~ 5 & Excel 25EE L £7°, Excel T
I, RV 4 —FRDOT7 A arvE2 7 ) w7350, ZZALEALEZ Y »
7 LTA P —h | REA IR L T 72 &V, Bxcel DARY 4 — KT
BTOHT Y —%FER L, SLS ORMELEDEEHE~E A 70— %
THl&E 52 ENnTEET, 22 Tl. Excel AT 240D SLS #kE
DYANEZERNZATLEE Y, ¥ 17 1%, Excel DAKXY 4 — K%
FRLTWET,

Excel §REDE ¥ = — /L&A ELE) L, Excel DIEEY ' — FTETOD
BT ITY —ZBIR L, SLSHEREICT 7 B AT 541 A7 u— L%
W2 &EFT o T I,

EEIFTICY 7 et X 2T 0 OFRELZ(Excel TY—/b, ¥7/nmr, &
X2 VT 4 ZBRLTEZEW), P, FLEFENUTICLTTE
éb\o

SLS @ 2 T X Y >z —a%RlEEe L TROICEFR L, OK 3R L
TLEE W, K 17 1%, EBfET D Excel BT /M ED X 912 L THEREN Y
VI ENTWAENEFERLTWET, BBl 225 BT OffIL. thowy
2= VRAT Ly RUy— b 7352 ENRTEXZD, VBA v/ 1
OFERIZE S THERTAHZENTERY, vIa2b—aORICHA
FTIv Lz, BHTHIENTEET,

HE: DORFEOHKREBIZR OO ANELEDBMLELINTND I LT
EELTLLEEY, £, Excel DARY 4 ¥ — Kix, —EIlZ 550D
BEUDFRTERNE, MOEEIZT 7B AT HIZIFMOR T a—
NETIBIETVEHDV A N2 RDLZEETNRNT I,

INTHEE Y 7 b 2T OY T3 TERY £, =—P—i, SLS
DY T NI =T HERTHICHT > COEBHLHERIFIZONTINS
L ANy F TV artemA Ty g T ARESY T - AT
Va Y ORRCHERICED ET, NS0T U r—Ta ik, ROE
NDEANTHDLL, VIV F T a7 ) r—y g L Bianst
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Mz, Yaryr-~wrEEOU TN - AT a D50 Y — L
. 52 R(Wiley, 2006) 2545 Z L 2B £ T,

YTV« F 7 g SLS6.0 DIFERIZHI-> THILETHLILE., £71T
1.0 RO EF 2 T oo 2—HF —THIHGEIL. ROX—=Uhbith S
TWOLXF—DEERAETLHEEZMHREL, Y7 Ny =T OET LD A
(B L T 7Z2&0,

Insert Function

Search for a function:

O select a cakegory: | Real Options Yaluation »

Select a Function:

SL3Binomial&mericancall .
SL3Binomial&mericanPut g
SL3BinomialhanagingValatilitsy

SL3BinomialCown

SL3BinamialEuropeancall

SLSBinamialEuropeanPut -
SL5BinamialProbability el

SLSBinomialAmericanCall{P¥Asset,Cost,Maturity,Riskfree,...}
Returns the Ametican call option with dividends using the binomial approach.

Help on this Function (0] ] [ Zancel ]
SUM - X Jlil =SLSBinomialAmericanCall{B1,B2,B3,B4,B5,B6,BT7)
A | B [ :
Function A t <

1 |PV Asset §100.00 | ncton SISUMENTS X
| 2 |Cost $100.00 SLEBinomial&mericaniCall "™
| 3 | Maturity 1 PvAsset Bl —i

4 |Risk-Free 5%
|5 |Volatilty 25% Cost|62 &
| B |Dividend 0% Maturity B3
|7 |Steps 100 Riskfree B4 =0.05

g
— ili B e . |
9 |Resuft $12.31 Volatility |55 0.2 vl
ﬂ = 12.531130972
l Returns the American call option with dividends using the binomial approach.

12
EE]
ﬂ P¥Asset
15|

16
7 Formula result = 12,31130972
ﬂ ’ [a]'4 ] [ Cancel
KEl

17 — Excel DAY 4 ¥ — F
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19 =XV F v I &4t a v O

TR Fy JEefA Ty a COFHINE, BRI a b F Y
ForAFary BlziE, 7997y a— A AnbLERMET. £ L
THEMS TR F v 7 47y g U EFMT 2 o0EOMM, R
VRETvar, RIT 4 VT4 OHE, T - Tr~w~y VU Tk
DETIVZEAE Lftho A7 3 >) o 250 LLEOKEE L ET LD 5y
O VEHEEE T, X 18 1%, FHMliER L TVET, ZOY—L
IO HIZHTe > T, FlRHMEOR — RARZ 27 Vv 7 L, W D00
BIREZFHT 5 Z N TEET, RIZ, BETLHETLOLT I —
(EDINFH)V) BRI, FEITLEEWETIL (FDO3%L) 2RI T
sV, #HEZ 7V v 73D EENRELNET, 2OV —id,
ROV U RXR7 DET M E ROV OFHITY — VDY 7 ho =7 78 EOHfi 2
THY., 800 LI EDOKEHE L ET V%A E A TEY ., Real Options Valuation,
Inc., (ROV) TR SN TWDH A, METETTE, RERT—F—t vy
FLEET D ODBC DHMMEDOH LT —H—% v b~D VU 7 (Hlz21E
Oracle, SAP, Access, Excel, CSV %) HFEITTEE T, HEIZ, ZhHo
800 LA EOMERRICT 7B A LT WAL (ZOA T v a Ol Y — LI
SENTY—/REE) . ROV EF DY —LF%y hOY 7 N7 =T %
ROVIFEHTDHZEICE ST, 2O DOBEEEDOMIZ Ak~ 7Y — iz
TIORBATEAHM, ROVDIY AV VI al—X—Y 7 "a2@L T, £
THhHLVA -2l —aEFETTHIENTEET,
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XN Fx— b
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. ROV Opticons Valuator - [C\Program Files\Real Options Valuation\Real Options SLS\ModuleDefaultVa... ﬂ
File Languages
Model CEItEgOI’)’

Maodel Selection:

Two Asset Cash or Nothing Up Down
Two Asset Comelation Call

Two Azzet Comelation Put

Value at Risk (Comrelation Method)
Value at Rigk (Cptions)

Volatility

Volatility Implied for Default Risk
Wamants Diluted Value

Writer Extendible Call Option

Writer Extendible Put Option

]

oy
i"'JL&'jJ_J?(Df\J Hl?
b d= I NEIE A T D
UPILAT L3 ADeth
Y ADMEFE., 2T T, A=A A0

A T A DET I
THEEE. A0t {HitEEREm

[

Search |
Model Description:

S - Hh R R R ERLTREOVaRE S i TS MRS =5 L. UASADIERS E LSS,

Single Input Parameters:

Haorizon Days W Percentile 0.50 Input3
Input4 I Input5 Input&
Input 7 I— Input8 l— InputS
Input10 [ par [ pun
Input 13 |—

Muttiple Series Input Parameters (Values are SPACE separated, Rows are SEMICOLON separated):

—
—
e

Amourts Daily Volatility Comelations Load Sample Values
1000; » |0.07; - 100203 a

1200; 0.03; 02102

2345; 0.02; 03021.0;

Results: 277726447

X 18— =V F v 7 E&RA 7 g v Ot

1.10 X W F ¥ — b, EEREREON, T T
ey Ial—I g v AR

FECTHHHE—EFED SLS TV a—/2id, THPWF v — b, FRERE,
y%)ﬁ“ﬁkﬂﬁ\ﬁ(ﬂummﬂihrwiﬁ ThHDOGTEE
T3 5120, ONCHHET VEERT 20, BEfFT 2TV EZBAWT
<tévwm\ﬁﬁ@OMMw&5®%f\77%»‘%%%7Uy7b
T, TL—>NN=a— g 77| Z&EIRL, 73 OEDE
BAEITHI SIS, FT2 270 v 7 LIEBICEDO ENNERA T EEWD),
INHDY—NEEATHICNS TS T, PN EEDOA T 3 SLS D
K TETINOFEMETLRT L2 ENMNEL Y £4,  ff{RIC. kicZ
NOEDEROFAE DL HIICLTINHICHYE T 3 ha— /L&l
AT 2000 18A O L STtk S TnET,

ST — FDOE (A) I, z%/fﬁff%7§7’¢5;5K(W\
B/ MBEA 20 L RMEA 200 T, AT v 7% 10 DFEHEICRE

i &
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20, 30, 40, ----. 180, 190, 200 THEITT D) & D/ & KNIE &M+
AT T (AT TEPNIWIFEEGHTTNEE TITON D, ZlEE
WEERFERNME LN ET A, —SFICIZ TR AT v 7O HMED
HHELBRIEESN—) EANTEZLOICLE->T, Fy— B ~DA
NER a2 BIRT DR > TV DI R4 7> g v O W TF
¥Y— hEERTDHZEEARICLTINET, T¥y—FOEFHD) 27V
v 7 LT, BEF LW WF v — KNE) 25 LTIV, T 741
MI, AT TTF) ZRRTDHEHETTN, 777, £iF3 =777
FEIRTHZENTE, Akan=Fvy—rEEIX, thoT7 7V r—
ANl a—LREV T T ERARET, FIRIT A2 L TEET(G),
Fo, BMELE R KRIEEZ AT LR o> =5A82iE, Y7 h =T HAHE)
MINZHDT 74/ MREDIELE PV FEEZ®RIRLET, T LT, %
7R « AT 4 v 7 OXHWF ¥ — EBRERSINE T, &k, X
WTF v — R EERRT 5 DI FEIMICR/IME, KRB E AT v 7Y A XD
ANMMEE L7200 FF2, JLOATNER B OLEIZIE, BE A vtE—
UNRFRINET,

JRIEHEDOFRH) (X, —EIZETT IV OFK AN EL O E M % @l CHEAT
L., RETHLDODA T a  ZAT 1T AT v 7 EEEME%E = b
0—/LCELHREICIE. ANMEBR-ER LA NI VOB A N7
kD7~ EEIRNEALIZ I O 2 F97(1) . fERIL, BETF v — 1) &,
EEMESITORTRREINET(K), EESITIX. EASOHLT ) Y
%7~y b HEBIMIZEETLZLI2L->T, A7V a v OEORE
ROBEDLIENZHAG L, BEIBMICEESOREREZRRTLHOT, 7
2 L DOEDINE EOFEANNEEDOENA 37 FEREGLET, MEERIL.
BRIRIF DO RX— R —ZADfE, BEISNIATO LT, fREL TSN
AT arOED ET eI AL T BHAHNEIA T R E
FNTEEEORE LTERESNET, BHOEHKIT, b1 7 K
DRI BEGW~MESENEL T ~BNET, BEEFvy— NI, Z
NEMDORI 57277 7 TERRLET, 77 708D NN—L, 7=
VOMEETOEOHBEERL, KON, BOHEEZRLTNET,
Bl 21X, EHEHAOKROAS—DEMICH 56, BEEHOAD R %
RLTWAHZ LI EST, DFED, oI a— Lt 7T a i,
EiEH (X7 ay ANTA 7K 47T a MEIE. AOFEBE
ZRFoTWAHZ L2 Ed, W, BONX—=TZ T7OHANCH 5
H. ANTEH TN ORICIEOMBZRf > TWH Z 272, PV JREPE (B
fil) IT&oTiE, FELWEWS Z A RLET,

>V FORIT, 2 OOANNEEL)D 2 Wy U A EEREI 47
varvEATERTAT v T (MFEITL, a7 AJTDOERRIZEES W T
R LTERSNEFT T a L OEDTF U FDO5IEN)ZF R LE
—gﬂo

34 VI NAT v a OB EINNA—=Y T Ny =T



REAL OPTIONS SLS

BTFAT v TORK
P :

Z—YP—<=a T

RAEDRIZ, 5 3D 5000 A7V a UiERERRL, AT v TN E N
FEMEEDO L ANEL 2D (B FOWEIMORE), HDHARA 2 K TH
FTORRPIE L, —ENHT L MO AT » T OMERL 2D
FI, AT v TEIE. 505 5000 77 4V B TTRHESNETN, A7
3 HATERIRTHZENTE, BRLIEVWNIRZIEEO)TAHZ &
LTEET, RORQ)IT., BT LABEBIRICE > TRARY | VEITLT
T I 7E—fcEErLrart —, HHWVTEEVT L=, BRI S Z &
N TXFET(P),

1.11 ROV W& A

ROV HEIE AT, BRIE U 7L A7 a v OFRIERICIT. A HE
Va—/TT, TOEY /UL, BEOERIEAROERZ LV @Sz L
FTN, BEDQDITAF T ary - RN ax—2arDEFY 7 TR
SN TWERAGEOETY 7 HBMOLD Y 7 ILA 72 5 SLS
V7R TEY2—)LOMFH),

WIZZDY—=NVEFERTHICHTZ> TV DO EREARNA L &S
ERGLIR I N TWET,

o ZOEVa—ME I EFETHIELTEY . BERRTOS
WL, BHA=a—DLERT LI LB TEET,

o FFvar/—FK, HBDHWE, ¥—IF I/ — RO AT,
FIEGFT D/ —FOERPLERIRL, 73y /—FKD
TA WA, HDOIWNE, F—I TNV —KOT A a1 (=
A EET Y 730 FAA=a2—DOKEZHEHLET,

o HxDOATar/)—K HLINIF—IFTNV/—RDOTn
NT 4 DOEEIZIF, / —REXTAI Y 7 LET, Fx,
J—=REEZ V7 THE, TRTOHDT/ — FHIERS
NHZENDY EFT (L, BIRLZE ) — R 03T TO
BEIS K ZBEI T 5 Z LA FREICLET), D/ — ROHLDOE
RETHTE, ML nWERE27 Vv s L, 20O%IZ/— R
FE7V 7 TH A OBERBTEET, 2, BEOH
FBIZELoTHAD ) — K, HHWIE, BIRLTZ — K60
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— REBET 528N LET),

o WRIZHAZ MENFTREZREEESC L — Y — A VX —T = — A D
J— R7 a7 4 OFEOF TN I N TWET,
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BNy nD EBNET,
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0 Excel V> 7. Excel DA7' Ly Ry¥y— DL ILHAEEY > 2T
LS

0 AE. /—FNOLFEPCAEEFHATRENTEF T,

0 EFNVTERTBE. L. HEATDEDHAEGDOETHEERRL
ES

0 BE—AhNhc— X RHIS— /S —FHF—ik. NET/—
M. H20EEERA T —ICEET 2N TELET,

o ERHDOL—XRV. 7FAIE. /J—FPHCERET R ENTE
FHELCTFAINAEET2CE. /—FERE&ELLAaUNE
BN EEA)

0 7530 F ARV IOLW. 7F A, /—FOELT SV F
CHEHEBETBAIET,. 2O/ —FOELANY NERRT B &
NTEET,

0 V7 WATYavDIERFFEDY 7T VAT ar&A47E. B

D/ —FCRM T2 EeENTEET, VIV AF T arD )
— FANOEYE .. VST ANNERHOER AR L £
T,

BRERIL, BIEARDOE ROER, HEekt, A7 ar/—

R, #—XF NV /) —RETFRA MRy I RAEEZEOHTZT T
TAZ MENFRE T, BlxiX, WOBELEOREN, BH
THIENTEET,

0 Al fH. AT, L=, ARV NZED T 5 ¥ FE.
0 /—FHAR(END BKDES LIR).

0 A—K—(74YAXA ), @& th).

0 Wb EIH T 2 OFRE L.

o &fk#n7—.

o &kOE.

E A = 2 —DUER T —Z —OFRIRBHE O =2~ > NI,
IS AR DA OB G A X . 7 gy ) — ROx—=3
TN = RBERT DL 20— ROT AT PNERS
N, ZINHEEERTSZLNTEET, ZOBETER
J—FEE7 V7T HRENRL D T,

BRSO Z 1L LD HICHTZ > TOEANIL, 77 AV A=
2—DFIFEET 7 AV TERTX £7,

Tr7ANA=Za—=NEDT 7 A VORH#EIT, BIEAZ 256-bit
DIFENAT — R CIRELET, 77 A NVERE LT DRI
SEODTTHEEENI LT, RAT—RE2R SN EED
ZETY, BLTLEIE 77 AANHITONRL o T
LEWET,
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o WMEOEECEGFT HET/LVOHIRBIL, 77 AN A =2 —h
SITZET, EEIh-EmE, oY 7 v =TT
—a TV AT ENRTEET,

o MR OIEBN, EE, LRIOLEFE, HIRIT., BIEAKDORKEZ A
TV 7, AW, REA=2—00ITH) 2 ENTExET,

o YA TSV ar, H—IFN)—RTHLT7r7AN) L 70a
AU RNEBHRATLHZENTEET, F/2, HERSLF ¥ /NA
WaDOEZICTHLETFA MRHEBEHFAT LI ELTEET,
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(B Figure 10 - 2—EEmiren [ESEER
FEAILE LT (H)
JA2k  This American Abandonment Option can be executed at any time up to and including expiration.
AT HAA LT
V] PR V] 3 -pE7 O a4 nrAL T I RLA TS
BAEIGAN salvage 0 L
B HEARRITEE () 120 UAD T L—b ) 5 |*
EEEE B 50 B (%) 0
FRELFE (SRRE) 5 AITMNT () 25
EFATYF 10 *£THAALEMETY
oo En e At erEt SR (AR LE S S A T gD
i 1,2, 10-20, 33
i — PR AR SA s AFT-h
Maxe|Asset, Salvage) TR i
douh gL & 5439 448
BRRET A, 5439 5.3h
;h;;ih;:;;{:jcmcm ’ TR2-0ETY 5439 448
=5 AEFAA: 5439 544
PR - FA TR GRRECRTBA TV : ;’ i
Maue{Salvage, OptionOpen) -
L Max[A==st - Cost, OptionDpean)
RS — AR (IS u AP e R SRR RS
G [] SR MIERS
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Assumptions

Option Valuation Audit Sheet

Intermediate Computations

PV Asset Value ($) $120.00 Stepping Time (dt) 0.5000
Implementation Cost ($) $90.00 Up Step Size (up) 1.1934
Maturity (Years) 5.00 Down Step Size (down) 0.8380
Risk-free Rate (%) 5.00% Risk-neutral Probability 0.5272
Dividends (%) 0.00%
Volatility (%) 25.00% Results
Lattice Steps 10 Auditing Lattice Result (10 steps)
Option Type Custom Super Lattice Result (10 steps)
User-Defined Inputs Terminal: Max(Asset, Salvage)
Intermediate: Max(Salvage, @@)
Name salvage
Value 90.00
Starting Step 0
702.93
Underlying Asset Lattice 589.03
493.59 49359 |
413.61 413.61
346.59 346.59 34659 |
290.43 290.43 290.43
243.37 243.37 243.37 24337 |
203.94 203.94 203.94 203.94
170.89 170.89 170.89 170.89 170.89 |
143.20 143.20 143.20 143.20 143.20
[__120.00 120.00 120.00 120.00 120.00 120.00 |
100.56 100.56 100.56 100.56 100.56
84.26 84.26 84.26 84.26 84.26 |
70.61 70.61 70.61 70.61
59.17 59.17 59.17 59.17 |
49.58 49.58 49.58
41.55 4155 4155 |
34.82 34.82
29.17 2917 |
24.45
20.49
702.93
Option Valuation Lattice 589.03
493.59 49359 |
413.61 413.61
346.59 346.59 34659 |
290.43 290.43 290.43
243.43 243.37 243.37 243.37 |
204.30 204.06 203.94 203.94
172.07 171.61 171.15 170.89 170.89 |
146.01 145.36 144.61 143.77 143.20
| 125.48 124.77 123.88 122.77 121.22 120.00 |
109.32 108.49 107.41 105.93 103.20
97.95 97.13 96.03 94.57 90.00 |
91.44 90.88 90.13 90.00
90.00 90.00 90.00 00.00 |
90.00 90.00 90.00
90.00 90.00 90.00 |
90.00 90.00
90.00 90.00 |
90.00
90.00
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21 1%, RIUHEAT T = y%%ﬁbfu\iﬂ“bi 100 D AT TH+-
%ﬁmbfwif BIREZ W5 121%, B—&ED SLS OFIRET 7 A Vit
ﬁ7//ﬁ/j7/3/%ﬁ%f<téwow17/7%%i\M%%
ZH 2502 LT, 100 27 v 7%, $125.45 25 2, B RERIT
FrhrER L 2R LET, ¥— I T AARIL, max(EF 777 T,
TN E LML, A7 a v 2ET L, BEXZRIEL, BHFEOD
BEZ TS, FITETICEELHFET 20T, FHRARAX,
max(#ZE77, 4 7> 3 > — 772 T, WHILLRTOHIEHIE ITHEET 5 %
WZT AV AT v a w70, BEOEEZZITI DD, EIEEHERF
CABOX VBN FEITOE AT a A —T R T A TT,
X 22 1%, 77 F—7ThHPHAROKIEA T > a > O
DEITNBD LN TWNARNT—a T o=V U EARRLTOET,
M. WHIRRICA 7 v a VR FEITT 500, WMUEINCET T L0
AL < 72 0 E 97 ($125.4582 & X[ HRAYIZS124.5054), ] STV 2 4
ST AN T A Y GG T gl P FET— BTG g
Bl 21X, BIRCOMZER O BLE SO FIRE T — 2 TlE, AT O AFE 2
WOTHIROERLEEITTDHZ EICART DD ﬂbf 5 AR ORI

HO/FEINTZRICLNFEITTERW, BIEOT AV AT a o
TR, BFEOI—a T AT a0 AL NIMIEN S D Z & A
a0 ET,
B Figure 21 - H—EmETER =E )
IrAOLE AT H)
b This American Abandonment Option can be executed at any time up to and including expiration.
HAEL TEEh | B FEATYY
salvage 90 0
TSR 9 120 UAS-FU— L—F (%) 5 |*
=t () 90 E%E () 0
PR (RRD) 5 RT T4 ) %5
HBFATYT 100 *2THAAGEMETY
TP AT YT AR RIS AR L B 1 —H A T 2D
I 1,2, 10-20, 23
ok ) — AR ARRCBBA T YA
Max(Asset, Saivage) BUBL &
JSvhrva-hX 5438 448
P Mefose- et 8 E?g?—j"g?;) =
ER) — R G B T2 R ’ o
MexciSalvage. OptionOpen) NAFL A7 105 4582
BA3E: Max{Asset - Cost, OptionOpen)
[] ESEROIEER

X 21 —100 AT > THEAET AV B U REEL T2 9
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.

Figure 22 - $—BEBETER = | E o) |
IrAILE AL H)

J#.sF  This option to abandon can only be executed at expiration and not before

hABL L R R T e
Salvage 50 0
BAHEHETEE 120 UAH T L= () 5 |*
EEBA (3 90 R (%) 0
R (SRRE) 5 AITTen) 25

tEFATY 100 CETEAALEMETY
FIuaP b AT PR R Ch AR L S — A T B

FE: 1,2, 1020, 35
L U WP a3 el e g W

Max{Asset, Salvage) IR L =
I =LA 54.39 4.48
. BARET A, 54.39 5.36
T Mafssst-Cost O 2E1-OETY 5439
54.39

T+ £ a4
cRRE) AR R DA S EpeA B

OptionOpen

AASL AT 231145054

HAIE: Max[Aszat - Cost, OptionOpan)

[ SEHROIES

22100 AT v A LI —a 7 UEs 7 g

Kex | A7 arpmETCET, HMEEHM, £33 7 7y 277U b
N5 L XTI a—F o F 7 g A3E <, Bz, 54RO
MEEDE R L ORI D 2\21%, Mzttt oBEIL, &0 2.5 FO/MI
WEEAT > a VOFEITIIIER I LB L E T, it ¥ 23 THEAR
SNTEBY, 5FD 100 A7 v KL HIT 79770 NAT v 71X
0-50 DN a—H AT va AL THET, iU, &PIO 50 A
Ty BEIEOL I, EFRITAT T ONE, 7 a STFETTE RN
EWH LT, TR, F g A= HT T T L ER
eEMMORICHFBARIZHAT L Z L TET METEET, 2L,
R E MM ORIZA Ty avatTya vt —7 0 LTHEEFEL, 7
Z w77y MIMOMITFEATEZL S Z L2k L ET,

INT, HAT v a2 A4 TOFATORESORE L ETT DHEROLKM
DRFIZE S TRAZTF O, TAV AT ar0fn, a—mey
VAT ar kD b MEOHHNRNI 2 —F AT a k0 b E ST
BN DZ ENK 23 TERTEET,
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B Figure 23 - 5 BEmETER

FFAILE ANLT(H)

hAsk,

WIEEEFFEETEE (3)
EEEBHE
B ()

120 UAR U= .-k (%) 5
90 BEEE (W) 0

§ RETUTr (4 25

J#% b Bemudan Abandonment Option with Blackout Vesting Period (American = Bermudan = European option)

TR
Salvage

*

& FAtER T
30 0

BEATYD * 2 TR AR EMETT

IO P b ATy AR TSR Ch A AL 2 1 —H AT g DB T
0-50
i 7, 2, 10-20, 35
I — AR ARSI R T s
Max(Azset, Salvage)

100

IFUEL &
bl A 54.39 448
FAREP AL
prad T Rl
pras= Wl s o)

I Max|Ass=t - Cost, 0)

i — AR T AR LR B et
Max(Salvage, OptionCpen)

DAL AT av1e63417

AL Max|Assst - Cost, OptionCpen)
PR - FAIE (I ST R R E SRR
OptionOpen

[C] BSEEHRDIES

ST

il OptionOpen

>
~
J

X 23-100 A7 v TR NI o — X U EEF T2 a v

W% . BRI DICEN THEEL 7 v g  OFRIFOME 228 L7 i X
WiTERA, ERRTRBRINTHRESAOESOHFIGEEZ E/2HD i
TREL LS, MMMEOFTAIXRRI N BEOIC2NT, #FZEDFREE & B
FIFENZ L > THIML TIT< &, BRIFOMEEZEX TS MERH D £,
BIREIX, X 24 TERENTEY ., SEMOBEEAS T 3 T 5 SOFEAF
DERHY £, ZhiE, WAZLEHEFEH L CET TS En
TXET, LBEEF. B X7 > 7T 2 AL, K 24 TERINT
WA AZLEHIANDLHIZ, =25 —%7 )y LEROA %=
—FEI T TLTE &, R UEBAFEADIZ. FEEL WD, EEE
NEDY , ZHDDRRST-ENA RIS TR A T » 7Y
T5HZEITEBR LT &N, FlzIE, HEOM,. $90 AR OFETF DAL,
$95 MAT v 7 21 ICEDETOR, A7y 7 0lcmAShEd, Zhit,
100 A7 > 7k 1 & SAEROA T > a v O &R, BEOHIMZ & Kt
DEAT v 7 0 15 200& 1%, $90 OFEFOEER A, 2 FH(AT v 7
21 775 40)21E, $95 L5 9 XTI L TITE £, BEfRRIE R
SO MPHPFEDOFTA NS 5 X )iz, BN RRE TAH T v a v d
FHEAS R LML ET, BHDO 6 y H(TT7 v 7T T N YT TOAT v
FOb 10)E, 7T v s T Y hOHREEYMEZET LTS ERT
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xFET, 77v 77y MIRIX, HAFEOHMENTIIA T v a R
TCERWI =V 7 A 7HENR O Z & T, BEEATY a > ORS%
HTIE— T,

B FRDFN N HAEDOFN & WA T > T DFNI~OBENZIE TAB F— %
HALRTEWT 2wz CiciEBLTL7EE Wy, L, =24 —F—%
IV LEEEAT L, STLWFIEER L, FTLWEEEANTTDHZ
LR ENRNTLEEN,

Figure 24 - H—EEEE TR LI—IéJ:' = |

FFAILEF) AT H)

1A% Bermudan Abandonment Option with changing salvage values over time

NARL TELERT i BRAE AT
Salvage a0 0
W HEARFTEE (5) 120 YRD- U= L—h (2) 5 | Sslvaee % 2
Salvage 100 41
EEEM ) 90 BELEHEE (%) 0 salvage 105 61
FAAE () 5 H5FAT () 2 [, Sheee 0 -
EBFATS 100 " £TOAHLEMETY
FSuh Pyt AT e e IEERRR Cha s Ly 1 - D ED)
010
i 1,2, 10-20, 25
L R S Lo Py e T E W
Max{Asset, Salvage) I &
F3uh = ILE 54.33 448
. B P A 5.36
HE = JEI-OEF 54.39 4.48
AT 54.39 5.44

i/ — BRI AR A e
Max({Salvage, OptionOpen)

HARL AF 23201303164

PIE: Max{Assst - Cost, OptionOpen)
R — R EE T, (S P R T R ISR RS
OptionCpen

i OptanOren [ EEEERMIER:

X 24 — 3 A X MMEINTEEA T > a v
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B Figure 25 - 2 EEEETER (= B 3]
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Ok American and European Contraction Options.
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J#:F  American and European Contraction Options.
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J#. b Bemudan Contraction Option where contraction cannet occur at certain times.
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Ok Customized Contraction Option with changing savings amounts and blackout steps.
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Figure 32 - H—EEBIETRA [EEE] 5
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J:#F  Bemudan Option to Expand {no expansion during cooling off period at the blackout steps)
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J#2 b Custom Bermudan Option to Expand with changing rates of expansion overtime and blackout perods.
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J:usk Bermudan Option to Expand, Cortract and Abandon where there is a cooling off period (blackout step periods).
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B Figure 40 - B EEEHRTER
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TFAILE ~NLTH)

A2k American Put Option. Make it European by setting INE: OptionOpen or deselect Custom and select European.
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STWET, 22008OAF 7 a A, G LRTER G
Wb VI, A7 v arBNa—inTy MTRDDPERTE HHE—F
TrarERWLHZEIZE-T, Blo2o0F T v a v EELREHE
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B Figure 41 - 5—S=minvER
FFAILE AT (H)

BE]==

b American & European Chooser (choose between Call and Put, value excesds Call+Put due to abilty to choose)
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B Figure 42 - EB0EE. EtETaER = |5 b |
ITFALE LT H
LI 1 J#sb  Exotic Complex Floating European Chooser Option (can be either a call or put option)
& ¥ FE (O3 Tl AFTT (%) AE E=tin i FASOATY
Underlying 60 25 *
*

FIul P b AR R ERARRD AT v

E ] BE VAL ATY SROHEN HEosER

CallOption 55 50 100 Max{Underlying-Cost,0) OptionOpen COMEIMATION: 16 5035
PutOption 65 50 100 Max{Cost-Underlying,0) OptionOpen

Combination 0 50 100 Max{CallOption,PutOption,0) OptionOpen
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Figure 43 - BEDEE, ERFEA [ESES)
IrLEA AT H
FRE E ¥k Exotic Complex Floating Amenican Chooser Option (sther a call or pUt option)
B B (R TR AITAUTH (96) FE BFF 18 BREOATYT
Underlying 60 25 *
*

PP bR R AR DA T

Ex:] BA VA7 ATy SROAER HEDHER
Calloption 55 5 100 Max{Underlying-Cost,0) Max{Underlying-Cost,0ptionOpen) COMEBIMATION. 16 8676
PutOption 65 5 100 Max(Cost-Underlying,0) Max{Cost-Underlying,OptionOpen)

Combination [1} 5 100 Max(CallOption,PutOption,0) Max({CallOption,PutOption, OptionOpen)|
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START
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Figure 45 - EROEE, EETER = | ) ||
IFALE AT H)
BT 2 14k Simple Two-Phased Sequential Compound Option
EZ3 EEOREGRE  Ao74)74 (%) 3 EZ3 T8 BREOATYT
Underlying 100 30 *
*
F5uhP e tE R RO ATy
EZ 3 B VRS- M. 2597 RAOHER HEOHER
Phase? 80 5 100 Max{Underlying-Cost,0) Max(Underlying-Cost,0ptionOpen) | pyiucrey 075734
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*
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The analysis can be extended to multiple
phases—the software accommodates up
to 10 phases, where the success of
Phase lll depends on the success of
Phase ll, which in turn depends on the

success of Phase |

START

PHASE |

PHASES IV...X

-

PHASEM _--~

PHASE Il

END

=]

END .
Spreading investments out to

several phases will reduce the
risk of future investments. A
regular NPV will not yield
reasonable results, because at
any checkpoint, management can
pull the plug on the project.

X 46 — EHEERPE DOMER 2B A T > a L DT T T DOFEIR

Figure 47 - EHOEE. EIETER

5] |
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FFALE AT H

FREnE 5 J#F  Sequential Compound Option for Muttiple Phases
2% =t ka1 RIT Y71 (%) AE E=tag & F&EOATS
Underlying 1000 25 *

*

ISP AR RO T

& BH YAL- A
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Phase4 400 3 8
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Phasel 100 5 2
*
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=

]

ATy? SHROHFER

Max({Phase5-Cost,0)
Max(Phase4-Cost,0)
Max({Phase3-Cost,0)
Max({Phase2-Cost,0)

Max{Underlying-Cost,0) Max({Underlying-Cost,OptionOpen)

HEos EX

PHASET: 417828
Max(Phas e5-Cost,OptionOpen)

Max({Phase4-Cost,OptionOpen)
Max(Phase3-Cost,OptionOpen)
Max({Phase2-Cost,OptionOpen)
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210 B ERA T a v DI AE MEIZHT-
- T

G A RA T v a id, K48 TERINTND K DI, KEMHA~D
HAZ LM ENTA T arwE2BNTH5Z L CHEMEICT LI ENTEE
T, BEECHAHEOY ¥ —rDFay =y FOELL, KELEFOZX
LTyl hORa—TEMoOTa vy NMTHERW, A7
7OT7uY 2y b EfRA RHBEEEOILR), Tyl FORAaA—T
ZUKE L C, IR AR T 20, IROBEBEIET ORI Z G A T-F A
BEth AT > a LV OREA IR BB H Y 2 FET, K 49 TERITNDH LI,
ETHEMCR 2547 a2t MSLS Offi I K » TR =
EMTEETUERENTWDBBIEET 7 A IV FEE D B D FEHE 72 HEFEH
G773 2,

In reality, an R&D project will yield
intellectual property and patent rights that -
the firm can easily license off (Abandon). PHASE Il _ -

In addition, at any phase, the project's i
development can be slowed down

(Contract) or accelerated (Expand)
depending on the outcome of each phase. PHASE Il

CONTRACT

ABANDON
PHASE |

END
ABANDON

START (s}

END

An NPV analysis cannot account for
these options to make midcourse
corrections over time, when
uncertainty becomes resolved.

[X] 48 — HHE/ R BB DR 2 B A T v a v DT T T DFER
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Figure 40 - EHDEE, BETER = | ] i
TFALE ANLT H
AhEhE 5 J:#F  Muttiple-Phased Complex Sequertial Compound Option
EZ:T B EE OB FITAUTA (%) FE E2 & RAbEORA Ty
Underlying 100 25 Salvage 100 31
* Salvage 90 11
Salvage 80 0
Contract 0.8 0
298P bt [FEERAR A Ty 0-20 Expansion 15 0
£ BE UAD-7.. A3v7 WROAER HEOHER TortOBER| | z 2
Phase3 50 5 50 Max{Underlying®Expansion- Max(Underlying®Expansion- OptionOpen
Cost,Underlying,Salvage)  Cost,Salvage,OptionOpen)

Phase2 0 5 30 Max Max OptionOpen )
(Phase3,Phase3*Contract+ (Phase3*Contract+Savings, FHASEL: 1340802
Savings,Salvage,0) Salvage,OptionOpen)
Phasel 0 5 10 Max{Phase2 Salvage,0) Max(Salvage, OptionOpen)  OptionOpen
*
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AT v T 50

Bef 2
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AT v TR 30

B 1

— I J /L. Max(Phase2,Salvage,0)
D Max(Salvage,OptionOpen)
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. Ed B I frilil AIT1VT4 () AE BT i BRMEMA TS
Underlying 1000 25 *
*

FEul T bR REE AR AT Y

& BH Y- A-.. BY.. ATy SkOHER HEOHER
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(B Figure 51 - 8 0EE, SHFER L= | B ] |
IFAILE AT H)
R 5 J#wbk  Simuktaneous Compound Option for Mutiple Phases
E B EE (O TElE AT U7 (%) AE 2t & BHEQATYH
Underlying 1000 25 *
*

ST RO A T Y
BFF BRA YAS-7.. AF) SROAEN HEgHER

Phased 100 5 100 Max{Underlying-Cost,0) Max{Underlying-Cost,0ptionOpen) PHASEG: 4332670
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Z 3HEAME T, FRRELOZEAM TORDVIHEHLES, ME—. 3
MK @B 22— R, A7 a3 v OREFED B RGO R & &
RLTZEETT, 2O —ATiE, fHYIZ MNLS OF Y =2 — /L% #H
LTLEEW, MNLS OF ¥ 2 —/L O OBICIE, H—&ER T DR
DX, BAZMEENT-AXEEHZEBM, T L TEBRL, HHS
nNorZa 7 McBELTUE, 20— —~<==aT7 L THEHENATWS
SLS OHIFEE £ o7 < AL TT,

88 VI NAT v a OB EINNA—=Y T Ny =T



REAL OPTIONS SLS

-

Figure 52 - SIETUS TR (e ]
IFALE ALT H)
Jd#4b American Call Option using a Trnomial Lattice Madel
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r Trinamial - Mean ing American Call Option - 2 E|L

IFAILEFE LT (H)

i J b American Call Option with a Mean-Reverting Underying Asset using a Trinomial Lattice
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W= T 91 VI NAT v a OB EINNA—=Y T Ny =T



REAL OPTIONS SLS

r Trinomial - Mean Reverti
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Ak American Put Option with @ Mean-Reverting Underlying Asset using a Trinomial Lattice
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IFAOLE ANLTH

eI American Call Option with Trinomial, Trinomial Mean-Reversion and Jump Diffusion Models
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mEMNS American Rainbow Call Option using Pentanomial Lattice
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a—W—w=a T

[F{Asset<=Bamier Max(fsset-Cost 0).0)

IE: Maog{Azsat - Cost, D)

(B Figure 62 - 25— EERIETER (=) B s
TFALE AT H)
Ok Lower Bamier Down and In Call. This option is live only when the asset value breaches the lower bamier.
T 1-0EF JiEa - HARL e B FEEATsF
Barrier 90 1}
WIEBEAFETEE (©) 100 URB- P b—b (2) 5 [*
=EEA© 80 ELE () 0
FEEME (EF5) 5 WITITA (L) #
tEFAT 100 * ETHAHLEMETT
F5uOFr b AT AR RS ChA ALY 31— 2 D BD)
HIE: 1.2, 10-20, 35

L P ST S = et Y T E W

FSuh-La—)LA
BAREFAUAL,
21 -0ET

fF{Asset<=Bamier, Max|Asset-Cost, Optio

HIE: Max(Azs=t - Cost, OptionOpen)

RS - FAE GRS R T EA DY)

nOpen)CptionOpen)

i — BRI S b T R R RS

TRFAMI

ARAL FFvawmrang

[C] ESEFRDIER

K62-nm—U—=&A 0 —U—=T AN TF T g

(B Fiqure 63 - B—BmEEETER

(= 5 [

TFAILE AT H)

J# b Lower Bamier Down and Out Call. This option is live only when the asset value doesnt breach the lower barmier.

A 1-0ETF Jia =M HAAL TR il RO A T oo
Barrier 90 1}
WA HEABETEE (5) 100 UZH T Lk (2) 5 |*
EEER©E 80 EREEE(%) 0
BRI R 5 HETalTe (%) 25
BFAF97 100 - gTeAREEMETT
FSuh Tk AT e R IEEIRE Ch AR LE R - S A e D&
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i3 — PR GRS )
W(fsset>Barier Max(fAsset Cost.0).0)
douh-a— L7
_ BERET A
R == ) 2E7-OKT
ZETAH

R/ — R T GRRAREICR T S T
lf{Asset > Bamier, Max{Aszet-Cost, OptionOpen). OptionOpen)

ARARL AT 500421937

i Max{Asset - Cost, OptionOpen)
SR/ — AR ISP bt T R TE SRR

[] BB ODIER

K63-a—U—&T7T 7 ha—U—=T AU B NNUTH S g
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VT A7y a O, IRt 7y a Vv oOEEEAETHZ LTk
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(] Figure 64 - E—EEBETER

O | B S|

F7FAILE AN H)

J#2b  Upper Bamier Option Up and In Call. This option is live only when the asset value breaches the upper bamier.
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FIphFa b AT R ERE (hA L) B —HA T D5}

fimA — BRGSO RA DA
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SR — BRI S AT b R R | TE R DR

TEETF i RIS A T

Barrier 110 0
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BRAREF A
HEI-OEF
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ARRL AT 3412242
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(B Figure 65 - B BEEHETER (= B

FFALE ~NLTH)

J32F Upper Bamier Up and Cut Call. This option is live only when the asset value dossnt breach the upper barmier.
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| B Figure 66 - m—EEEETER (= | 5 ]

FFAILE ~NLTH)

J#%t  Double Bamier Up & In, Down & In Call. This option is live only when the asset value breaches either bamier.
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3.1 7 AV > ESO & ¥EFf &AM

671X, EDOXHIC L THERIMERIME 77 v 777 N HKEO DN A
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(B Figure 67 - —BEEiETER 1 [ |

TFAIEF AT H

J#F  Employes Stock Option with a vesting period.
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American Option with Vesting Requirements

— Assumptions — Intermediate Calculations
Stock Price () $100.00 Stepping-Time () 1.0000
Strike Price () $100.00 U Step-Size (up) 1.6487
Maturity In Years () 10.00 Down Step-Size (down) 06065
Rizk-Free Rate (%) 5.00% Risk-Nevfral Probability (prob) 3969%
Dividends (%) 3.00%
Volatiy (%) 50.00% [ Results
Vesting in Years ) 4.00 10-Step Lattice Results $45.98
Generalized Black-Seholes 45 42
e — American Closed-Form Approx. $50.03
N — 100-Step Binomial Super Latiice $4973
Main Menu Binomial Super Latfice Steps 100 Steps ¥}
-T- {0-Step Trinomial Super Laitice | $44.95
— Trinaial Super Lattice Steps Wstes ¥
1484132
001,71
515952 545982 |
331155 331155
200855 200855 2008 55 |
Underlying Stock Price Lattice 1218 25 121825 121825
73 73gy 7359 73891 |
44817 44817 44517 44817
27183 27183 27183 27183 27183 |
16487 164 87 164.87 16487 16487
[ 10000 100.00 100.00 100.00 100.00 100.00 ]
6065 B0.65 50.65 60.65 60.65
3679 ABT4 AETE ABTA 3679 |
23231 2231 22.31 22.31
1353 1353 1353 1353 |
5.21 5.21 5.21
495 495 408 |
302 .02
153 183 |
Vesting Calculation 1.1
067
o [ 17 [ 7 [ 3 [ 4 [ 5 [ 6 [ 7 1 & [ 9 T %]
14741 32
290171
535082 535982 |
3211.55 321155
1905855 19058 .55 190855 |
Option Valuation Lattice 111825 1118.25 1118.25
53591 5353.91 5353.91 £38.91 |
34523 34817 24517 34817
183 29 181249 17674 171383 17183 |
95 59 97 79 56 87 7593 G 83
[ 4898 4599 4155 3511 2450 000 |
2248 1943 1526 9.25 0.0o
5.91 552 349 0.00 000
275 1.32 0.00 000
050 0.00 0.00 000
0.00 0.00 000
0.00 0.00 000 |
000 000
0.00 000 |
0.0o
0.00
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Fs¥, £2. ERIZ. ESODY—LF v M 70) TR S ET,

[ B Figure 69 - 5—mEmmT @R ESTIEI=)
I7FALFE AT H)
JQ:#.F  Employes Stock Option with suboptimal exercize muttiples.
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WIEHEAETEE (§) 100 URAD Y= L=} () 5 |*
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= BRRETF A a3
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American Options with Suboptimal Exercise Behavior

— Assurnptions — Intermediate Calculations
Stock Price (§) $100.00 Stepping-Time (df) 1.0000
Strike Price (8) $100.00 U Step-Size (Lp) 1.1052
Maturity In Years () 10.00 Down Step-Size (down) 0.9048
Risk-iree Rate (%) 5.00% Risk-neuiral Probabiity (prob) 73.09%
Diviciends (%) 0.00%
Vaistify (%) 10.00% [~ Results
Suboptimal Exercise Muitioie () 1.85 10-Siep Lattice Reswits $38.14
Generalized Biack-Scholes $30.94
e 100-Step Binomizl Super Lattice $36.43
————————— Binowial Super Lattize Steps 100Steps ¥ |
Main Menu 10-Step Trinomial Super Lattice | $37 .94
leze Trinomiga! Super Lattice Steps 105teps ¥ |
27183
245 06
22255 22255 |
20138 20138
18221 15221 18221 |
Underlying Stock Frice Lattice 164 87 164 87 164 87
14918 149 18 149 18 14918 |
134.99 134.99 134 .99 134 .99
12214 12214 12214 12214 12214 ]
11052 11052 11052 11052 11052
[ 10000 100.00 100.00 100.00 100.00 10000 |
043 a0.4s 9043 an4a 9048
51.587 51.87 81.57 51.57 8187 |
74.08 7408 7405 7408
5703 G703 G703 6702 |
5065 G065 B0.65
54188 5488 5488 |
49 66 49 66
44 93 4493 ]
40 66
3679
17183
145 95
12255 12255 |
10135 10135
an.05 55.34 8221 |
Option Valuation Lattice 7047 7644 5975
6955 6567 58.70 4918 |
5048 55.99 4502 3086
5222 A7 36 40 .34 3166 2214 ]
4475 3975 3294 2475 1538
[[3814 3310 2665 19.11 10.70 000 |
2737 21.36 14.61 744 0.0
16.09 11.08 517 0.00 000 |
535 360 0.0 0.0
250 0.00 0.00 000 |
0.00 0.0 0.0
0.00 0.00 000 |
0.0 0.0
0.00 000 |
0.0
0.00
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FRO2OOFFEDIERIZL2BE £ A, £72. $9.22 (K 7T1)DRE R,
72 (R ENTWBBIEET 7 A v« ESO DIEFIHEE S 7070 DR S HF
PYTERENTWHWDEHIZ, ESO DY —)L% vy M & L CHERINE
7

B Figure 71 - ¥—EEmiETER el
IFAILEFE AT H)
J#2sF  Employee Stock Option with vesting period and suboptimal exercise behavior.
e 1-0ETw Jiza - HARL IR @ RAEATed
Suboptimal 1.1 0
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o — BRI S AP bt | iR R
OptionOpen
n— O mEROE
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American Option with Vesting and Suboptimal Behavior

™ Assumption: r Intermediate Calculations
Stock Price (8) $20.00 Stepping-Time (dt) 1.0000
Strike Price (8) $20.00 Up Step-Size (up) 1.6487
Maturity in Years () 10.00 Down Step-Size (down) 0.6065
Rizk-free Rate (%) 3.50% Rizk-neutral Probability (prob) 41.17%
Dividends (%8) 0.00%
Volatility (%) 50.00% [ Results
Suboptimal Exercize Multiple () 1.10 10-Step Lattice Resuits $10.61
Vesting in Years () 4.00 Generalized Black-Scholes $12.87
100-Step Binomial Super Lattice $9.22
m‘ Binomial Super Lattice Steps 100 Steps :
— 100-Step Trinomial Supsr Lattice | 5943 |
Main Menu Trinomial Super Lattice Steps ’m
.Fmallze
2968.26
1800.34
1091.96 1091.96 |
662.31 662.31
401.71 401.71 40171 |
Underlying Stock Price Lattice 243 65 243 65 243 65
147.78 147.78 147.78 14778 |
89.63 89.63 89.63 89.63
54.37 54.37 54.37 54.37 5437 |
32.97 32.97 32.97 32.97 32.97
[ 2000 20.00 20.00 20.00 20.00 20,00 |
12.13 1213 12.13 1213 1213
7.36 7.36 7.36 7.36 736 |
4.48 4.48 4.48 4.46
271 271 271 271 ]
1.64 1.64 1.64
1.00 1.00 1.00 |
0.60 0.60
0.37 037 |
0.22
0.13
2948.26
1780.34
1071.96 1071.96 |
642.31 642.31
38171 381.71 38171 |
Option Valuation Lattice 22365 22365 223 65
127.78 127.78 127.78 12775 |
70.32 59.63 69.63 69.63
37.93 34.37 34.37 34.37 3437 |
2017 17.55 12.97 12.97 12.97
[ 10,61 8.97 6.85 6.32 5.16 0.00 |
4.55 3.50 2.98 2.05 0.00
174 1.37 0.82 0.00 0.00 |
0.62 0.32 0.00 0.00
0.13 0.00 0.00 0.00 |
0.00 0.00 0.00
0.00 0.00 0.00 |
0.00 0.00
0.00 0.00 |
0.00
0.00
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BAWMEREEZRATHT AV B ESO., E4HiE
ITEITEY., 77 v 7 7 U MR, RORhR

ZOFlFERL. B T30ER ENTBIEET 7 A v ESO DEFHEE, 7T v 2
T b BRI, KENTERENTND L IICET VN TERRDESE
PoE Lz, T, A7 g U KERIFEE S AL, TRIEE AT A
LD HEWERY RO BIEZ EE 5727 HIE, A7 a3 VRIS
EREICITE SN E T, HERDNME SR THRBMA B 2T, #
FIREERIZRNIDRE LI EORIATHEI N, SR TNEF T 3
NIA =T BRSNS, UL, TRIAT TR IS ORED
FVHERTHDL L E2BR L TWET, REIC. (BRI E
MHicictE 7y a 2R+ 5 & HEFIMELRIORNFETETOL
TarnRBLTLENET, ZOFEETIE, LU HERREE LIRT &
LDk zE#HR L, ESO OV —LF v MK 74 THREEZHRRTH L
NTEET, FEDr—ATIE, oM EZEINET,

[ B Figure 73 - 5—BEEmTER eI
FFAIE AT (H)
J#.sF  Employee Stock Option with vesting period, suboptimal exercise behavior and forfeiture rates .
A I1-0EFw JiEa-H hAAL TR 1 BbsA T
Suboptimal 1.8 0
I HEFRETERE (5) 100 YRS FU— L= () pg | [Forfeiturefost 0.1 0
FaorfeiturePre 0.1 0
EEEA B 100 Bi=E (%) 4 DT 0.1 0
RSN (SFERE) 10 AST1UT1 (%) 45 *
BFATHT 100 ° STHRHLEMETY
Fou P b AT R [RETERSRA ChA AL B3 —H A T DB
0-35
FIE: 1,2, 1020, 35
fiaR A — B IR (RS SR R )
Mane|bsset-Cost,0) TR &=
Foud g— )L E 37.45 2811
. BARE P A A 13 36.50
P MexifAsses- Cost. 8 ZEI-OFT 2811
ZEFAN: 4 3674
PR — IR (RAECEHEA P AP
IF{Asset==Suboptimal"Cost, Max(Asset-Cost, ). IF(Asset <Suboptimal"Cost, .
(ForfeitursPost D T*Max(Asset-Cost 0)+{1-Forfeiturs Post*D T OptionCper), 0)) DARL AT a8
FIE: Max{Assat - Cost, OptionOpen)
S8 - BRI 5o b tEt T E R REOR
{1-ForfeiturePre"D T} CptionCpen
B OptonOpsn [ EsEEsmiees
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Customized American Option

 Assumptions

Stack Price ($)
Strike Prica (8)
Maturity in Years()
Risk-free Rale (%)
Dividends (%)
Volabiity (%)

Vasting in Years ()
Forfeiture Rafe (%)

Suhoptimal Exarcise Multinla ()

$100.00

$100.00

10.00

5.50%

4.00%

45.00%

1.80

4.00

10.00%

Results

Generalized Black-5choles

{100-Step Super Laitice
Supar Lalfice Steps

$37.45
$26.18

100 Steps z‘

Calculate

Main Menu
%
 Additional Assumptions
vYear  Volalillty % Year Riskdree %
10.00 45.00% 10.00 5.50%
10.00 45.00% 10.00 5.50%
10.00 45.00% 10.00 5.50%
10.00 45 00% 10.00 5.50%
10.00 45.00% 10.00 5.50%
10.00 45.00% 10.00 5.50%
10.00 45.00% 10.00 5.50%
10.00 45.00% 10.00 5.50%
10.00 45 00% 10.00 5.50%
10.00 45 00% 10.00 5.50%
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FPlease be aware that by applving
multinle changing volatilities over fime,
& non-recombining laftice is reguirsd,
which increases the computation fime
significantly. in addifion, only smaller
latfice sfeps may be computed. When
many volalilities over ime and many
lattice sfeps are required, use Monfe
Cario simulafion on ihe volaliiifies and
run the Basic or Advanced Custfom
Ciofion module instead. For additional
steps, use the ESO Funchion:

RIEHINLT T YTy MO
%D ESO DY —/L % v b OfEF

VI NAT v a OB EINNA—=Y T Ny =T



