
5HYLHZ�RI�WKH�,'$¶V�5HVHDUFK�DQG�'HYHORSPHQW 
&DSDELOLW\�*UDQWV�6FKHPH 

)LQDO�5HSRUW 

��0D\����� 

O L
OW

L

O
, WLRQ M WV 

(YD XDW RQ 
&RQVX DQF\ 

7UD QLQJ 
6FLHQFH 

7HFKQR RJ\ 
QQRYD

3ROLFLHV 
3URJUDPPHV 

3UR HF



5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW

���(YDOWHF��'XEOLQ ��0D\�����

H
&217(176

� 6XPPDU\ ������������������������������������������������������ �
� ,QWURGXFWLRQ ������������������������������������������������� �
� 5HYLHZ�0HWKRGRORJ\ ����������������������������������� �
� 6FKHPH�'HVFULSWLRQ�������������������������������������� �
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0DQ\�SHRSOH�LQ�WKH�GHYHORSPHQW�DJHQFLHV�DQG�LQ�WKH�SULYDWH�VHFWRU�PDGH�YDOXDEOH
FRQWULEXWLRQV�WR�WKLV�UHYLHZ��HLWKHU�E\�WKH�SURYLVLRQ�RI�UHOHYDQW�GRFXPHQWV�RU�E\
DJUHHLQJ�WR�EH�LQWHUYLHZHG���7KH�DXWKRUV�UHFRJQLVH�WKDW�ZLWKRXW�WKHLU�LQSXWV�WKH�WDVN
ZRXOG�KDYH�EHHQ�LPSRVVLEOH�DQG�ZLVK�WR�H[SUHVV�WKHLU�DSSUHFLDWLRQ�WR�DOO�FRQFHUQHG�

3DUWLFXODU�WKDQNV�DUH�GXH�WR�5D\�%RZH��3ODQQLQJ�'LYLVLRQ��,'$��IRU�KLV�SDWLHQFH�LQ
UHVSRQGLQJ�WR�RXU�PDQ\�UHTXHVWV�IRU�LQIRUPDWLRQ��DV�ZHOO�DV�IRU�KLV�IXOO�DQG�IUDQN
FRPPHQWV�RQ�WKH�GHVLJQ�DQG�RSHUDWLRQ�RI�WKH�6FKHPH�GXULQJ�RXU�GLVFXVVLRQV��DQG�WR
0LFKDHO�)LW]JLEERQ�DQG�KLV�FROOHDJXHV�LQ�WKH�(YDOXDWLRQ�DQG�,QGLFDWRUV�'HSDUWPHQW�RI
)RUIiV�IRU�WKHLU�RYHUDOO�JXLGDQFH�RQ�WKH�FRQGXFW�RI�WKH�UHYLHZ�



H 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW � 

� 6XPPDU\ 
7KH�,'$�5	'�&DSDELOLW\�*UDQWV�6FKHPH�SURYLGHV�JUDQWV�WR�FRPSDQLHV�WRZDUGV�WKH 

FRVW�RI�HVWDEOLVKLQJ�D�PDMRU�5	'�RSHUDWLRQ�LQ�,UHODQG�RU�RI�VXEVWDQWLDOO\�H[SDQGLQJ�DQ 

H[LVWLQJ�5	'�IXQFWLRQ���%\�WKLV�PHDQV�LW�DLPV�WR�HQKDQFH�WKH�ORQJ�WHUP 

FRPSHWLWLYHQHVV�RI�WKH�FRPSDQLHV�DQG�WKH�VWUDWHJLF�LPSRUWDQFH�RI�WKHLU�,ULVK 

RSHUDWLRQV���,W�LV�RQO\�DYDLODEOH�WR�ILUPV�DOUHDG\�RSHUDWLQJ�LQ�,UHODQG� 

7KH�NH\�ILQGLQJV�IURP�WKLV�HDUO\�VWDJH�UHYLHZ�RI�WKH�6FKHPH�DUH� 
x 7KH�6FKHPH�LV�D�PDMRU�SODQN�RI�WKH�QDWLRQDO�VWUDWHJ\�WR�UDLVH�VXEVWDQWLDOO\�WKH 

OHYHO�RI�EXVLQHVV�LQYHVWPHQW�LQ�5	'�
x 6LQFH�LWV�LQWURGXFWLRQ�LQ�������LQLWLDOO\�YLD�D�SLORW�SURJUDPPH�����FRPSDQLHV 

KDYH�UHFHLYHG�IXQGLQJ�IRU�UHVHDUFK�SURMHFWV���$�WRWDO�RI�½�����P�KDV�EHHQ 

FRPPLWWHG�WR�WKHVH�SURMHFWV��½�����P�������E\�WKH�ILUPV�WKHPVHOYHV�DQG 

½����P�������LQ�WKH�IRUP�RI�JUDQWV� 
x 7KH�SURMHFWV�VXSSRUWHG�E\�WKH�6FKHPH�KDYH�EHHQ�ERWK�WHFKQLFDOO\�FKDOOHQJLQJ 

DQG�VWUDWHJLF�LQ�QDWXUH��WDNLQJ�WKH�ORFDO�FRPSDQ\�LQWR�QHZ�DUHDV�RI�WHFKQRORJ\ 

DQG�H[SHUWLVH� 
x $OO�RI�WKH����FRPSDQLHV�LQWHUYLHZHG�GXULQJ�WKH�UHYLHZ�HPSKDVLVHG�WKH 

LPSRUWDQFH�RI�WKH�6FKHPH��LQ�WKHLU�LQWHUDFWLRQ�ZLWK�FRPSDQ\�KHDGTXDUWHUV��LQ 

SHUVXDGLQJ�VHQLRU�PDQDJHPHQW�WKDW�,UHODQG�LV�EHFRPLQJ�D�VHULRXV�ORFDWLRQ�IRU 
XQGHUWDNLQJ�UHVHDUFK�DQG�WKDW�WKH�,ULVK�*RYHUQPHQW�LV�FRPPLWWHG�WR�D�SROLF\�RI 
UDLVLQJ�QDWLRQDO�5	'�OHYHOV���7KH\�VWUHVVHG�WKH�NH\�UROH�RI�WKHVH�IDFWRUV�LQ 

DFKLHYLQJ�FRUSRUDWH�GHFLVLRQV�LQ�IDYRXU�RI�ORFDWLQJ�WKH�5	'�SURMHFWV�LQ�,UHODQG�LQ 

WKH�IDFH�RI�FRPSHWLWLRQ�IURP�RWKHU�FRPSDQ\�VLWHV� 
x 7KH�IXOO�LPSDFW�RI�WKHVH�SURMHFWV�RQ�WKH�GHYHORSPHQW�RI�WKH�FRPSDQLHV�LQYROYHG� 

DQG�WKHUHIRUH�WKH�6FKHPH·V�EHQHILWV�WR�WKH�QDWLRQDO�HFRQRP\��ZLOO�RQO\�HPHUJH 

DIWHU�D�PLQLPXP�RI�IRXU�WR�ILYH�\HDUV�IURP�WKH�WLPH�RI�SURMHFW�DSSURYDO���7KH 

HDUO\�HYLGHQFH�IURP�WKLV�UHYLHZ��KRZHYHU��VXJJHVWV�WKDW�WKH�SURMHFWV�VXSSRUWHG�WR 

GDWH�ZLOO��LQ�GXH�FRXUVH��\LHOG�VXEVWDQWLDO�SRVLWLYH�LPSDFWV�DQG�EHQHILWV���7KH 

6FKHPH�LV�WKHUHIRUH�RQ�FRXUVH�WR�PHHW�LWV�REMHFWLYHV� 
x 1HYHUWKHOHVV��EDVHG�RQ�LQGLFDWLRQV�WR�GDWH��WKH�6FKHPH�LV�FRQVLGHUHG�WR�EH 

H[FHOOHQW�XVH�RI�6WDWH�PRQH\���)RU�H[DPSOH��SDUWLFLSDWLQJ�FRPSDQLHV�DUH 

FRQWULEXWLQJ�����RI�WKH�5	'�FRVWV�WKHPVHOYHV��IURP�ZKLFK�DGGLWLRQDO�WD[ 

UHYHQXHV�ZLOO�DFFUXH���,Q�DGGLWLRQ��WKH�FRPSDQLHV�DUH�LQFUHDVLQJ�WKHLU�5	' 

VWDIILQJ�OHYHOV��UHVXOWLQJ�LQ�PRUH�MREV�DQG�RU�KLJKHU�DGGHG�YDOXH�HPSOR\PHQW� 

7KH�NH\�UHFRPPHQGDWLRQ�LV�WKDW�WKH�6FKHPH�VKRXOG�EH�FRQWLQXHG�DQG�SURPRWHG 

DJJUHVVLYHO\�ZLWK�WKH�DLP�RI�H[SDQGLQJ�FRQVLGHUDEO\�WKH�QXPEHU�RI�ILUPV�LQYROYHG� 
ZKLOH�PDLQWDLQLQJ�ULJRURXV�WHFKQLFDO�DVVHVVPHQWV�WR�HQVXUH�WKDW�SURMHFW�TXDOLW\ 

UHPDLQV�KLJK� 

���(YDOWHF��'XEOLQ ��0D\����� 
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7KH�6FKHPH�KDV�WZR�FRUH�REMHFWLYHV�QDPHO\� 
x 0RYLQJ�,ULVK�VXEVLGLDULHV�RI�PXOWLQDWLRQDO�FRPSDQLHV�XS�WKH�YDOXH�FKDLQ� 
x ,QFUHDVLQJ�WKH�HPEHGGHGQHVV�RI�WKHVH�FRPSDQLHV� 

7KHVH�REMHFWLYHV�DUH�DSSURSULDWH�EXW�ORQJ�WHUP���7KH\�VKRXOG�EH�VXSSOHPHQWHG�ZLWK 

DQ�LQWHUPHGLDWH�RQH��UHIOHFWLQJ�WKH�PHFKDQLVP�IRU�DFKLHYLQJ�WKH�FRUH�REMHFWLYHV� 
x 'HYHORSLQJ�D�VXEVWDQWLDO��DQG�VXVWDLQHG��HQKDQFHPHQW�RI�WKH�5	'�DFWLYLWLHV�LQ 

,ULVK�VXEVLGLDULHV�RI�PXOWLQDWLRQDO�FRPSDQLHV� 

7KLV�UHYLHZ�FRYHUV�WKH�SHULRG�IURP�PLG������WR�HQG�'HFHPEHU��������,W�ZDV 

FRPPLVVLRQHG�E\�WKH�6FLHQFH�DQG�7HFKQRORJ\�(YDOXDWLRQ�8QLW�LQ�)RUIiV�DW�WKH�UHTXHVW 
RI�WKH�'HSDUWPHQW�RI�(QWHUSULVH��7UDGH�DQG�(PSOR\PHQW� 

%\�WKH�HQG�RI����������SURSRVDOV�KDG�EHHQ�VXEPLWWHG�IRU�DSSURYDO���2I�WKHVH�����ZHUH 

VXFFHVVIXO����ZHUH�GHIHUUHG�SHQGLQJ�WKH�SURYLVLRQ�RI�DGGLWLRQDO�LQIRUPDWLRQ�DQG�RQH 

ZDV�UHMHFWHG� 

7KH�PDLQ�HOHPHQWV�RI�WKH�UHYLHZ�PHWKRGRORJ\�ZHUH� 
x $QDO\VLQJ�WKH�FRPSXWHU�EDVHG�GDWD�RQ�WKH�6FKHPH�PDLQWDLQHG�E\�WKH�,'$� 
x ([DPLQLQJ�DOO�DYDLODEOH�GRFXPHQWDWLRQ�RQ�WKH�6FKHPH�LQFOXGLQJ�WKH���


SURSRVDOV�VR�IDU�VXEPLWWHG�IRU�DSSURYDO��DQG


x &DUU\LQJ�RXW����LQWHUYLHZV�ZLWK�D�ZLGH�UDQJH�RI�SHRSOH�LQYROYHG�ZLWK�WKH


6FKHPH��LQFOXGLQJ����FRPSDQLHV�


7KH�UHYLHZ�PDNHV�D�QXPEHU�RI�GHWDLOHG�RSHUDWLRQDO�UHFRPPHQGDWLRQV�IRU�DGMXVWPHQWV 

WR�YDULRXV�DVSHFWV�RI�WKH�6FKHPH·V�SURFHGXUHV���7KHVH�DLP�WR�HQKDQFH�LWV�HIILFLHQF\ 

DQG�HIIHFWLYHQHVV��DQG�WKHUHE\�LWV�HYHQWXDO�LPSDFWV� 

���(YDOWHF��'XEOLQ ��0D\����� 
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� ,QWURGXFWLRQ 
,Q�UHVSRQVH�WR�D�UHTXHVW�IURP�WKH�'HSDUWPHQW�RI�(QWHUSULVH��7UDGH�DQG�(PSOR\PHQW 
�'(7(���)RUIiV�FRPPLVVLRQHG�D�UHYLHZ�RI�WKH�5	'�&DSDELOLW\�*UDQWV�6FKHPH�RSHUDWHG 

E\�,'$�,UHODQG� 

7KLV�6FKHPH�SURYLGHV�JUDQW�DLG�WR�WKH�,ULVK�VXEVLGLDULHV�RI�RYHUVHDV�EDVHG�FRPSDQLHV 

IRU�WKH�HVWDEOLVKPHQW�RI�PDMRU�QHZ�IDFLOLWLHV�IRU�UHVHDUFK�DQG�GHYHORSPHQW��RU�IRU�WKH 

VXEVWDQWLDO�H[SDQVLRQ�RI�H[LVWLQJ�IDFLOLWLHV����7KH�RYHUDOO�DLPV�RI�WKH�6FKHPH�DUH�WR 

PRYH�VXFK�ILUPV�XS�WKH�YDOXH�FKDLQ�DQG�WR�LQFUHDVH�WKH�H[WHQW�RI�WKHLU�HPEHGGHGQHVV 

LQ�,UHODQG� 

7KH�6FKHPH�KDV�EHHQ�LQ�RSHUDWLRQ�IRU�QHDUO\�WKUHH�\HDUV��ZLWK�WKH�LQLWLDO�\HDU�EHLQJ 

RQ�D�SLORW�EDVLV��DQG��WR�GDWH��JUDQWV�KDYH�EHHQ�DSSURYHG�IRU�DSSUR[LPDWHO\��� 

SURMHFWV���7KH�PD[LPXP�JUDQW�UDWHV�DUH�����RI�WRWDO�SURMHFW�FRVWV�IRU�FRPSDQLHV�LQ 

WKH�¶2EMHFWLYH �·�UHJLRQ��L�H��WKH�%RUGHU��0LGODQGV�DQG�:HVW��%0:��DUHDV��DQG���� 

HOVHZKHUH� 

7KH�IXOO�7HUPV�RI�5HIHUHQFH�IRU�WKH�UHYLHZ�DUH�SUHVHQWHG�LQ�$QQH[ $���,Q�VXPPDU\� 
KRZHYHU��LWV�NH\�REMHFWLYHV�DUH� 

x 7R�HVWDEOLVK�WKH�VXLWDELOLW\�RI�WKH�6FKHPH·V�REMHFWLYHV�DQG�WKH�H[WHQW�WR�ZKLFK 

WKH\�DUH�EHLQJ�PHW� 
x 7R�H[DPLQH�WKH�6FKHPH·V�RSHUDWLQJ�PHWKRGV��SDUWLFXODUO\�IRU�WKH�VHOHFWLRQ�RI 

SURMHFWV�DQG�WKHLU�VXEVHTXHQW�PRQLWRULQJ��DV�WR�WKHLU�DSSURSULDWHQHVV�IRU 
HQVXULQJ�JRRG�YDOXH�IRU�PRQH\� 

x 7R�GHYHORS�D�VHW�RI�LQGLFDWRUV�WKDW�FDQ�EH�XVHG�WR�PRQLWRU�WKH�6FKHPH·V


SHUIRUPDQFH��LWV�RXWFRPHV�DQG�LPSDFWV�


7KLV�GRFXPHQW�SUHVHQWV�RXU�)LQDO�5HSRUW�RI�WKH�UHYLHZ���,W�LV�ODLG�RXW�LQ�D�QXPEHU�RI 
&KDSWHUV��DV�IROORZV� 

x &KDSWHU�� SUHVHQWV�WKH�PHWKRGRORJ\�HPSOR\HG�WR�FDUU\�RXW�WKH�UHYLHZ� 
x &KDSWHU�� GHVFULEHV�WKH�6FKHPH�²�KRZ�LW�FDPH�LQWR�EHLQJ�DQG�KRZ�LW�LV�RSHUDWHG 

E\�,'$� 
x &KDSWHU�� SURYLGHV�RXU�DQDO\VLV�RI�GDWD�RQ�WKH�6FKHPH� 
x &KDSWHU�� UHSRUWV�WKH�UHVXOWV�RI�RXU�GRFXPHQWDWLRQ�UHYLHZ��HQFRPSDVVLQJ�ERWK 

WKH�6FKHPH�LQ�JHQHUDO�DQG�WKH�SURSRVDO�ILOHV� 

� 7KH�5	'�&DSDELOLW\�*UDQWV�6FKH PH�LV�DOVR�RSHUDWHG�E\�(QWHUSULVH�,UHODQG��(,��IRU�LQGLJHQRXV�FRPSDQLHV��ZLWK�D 
VWURQJ��EXW�QRW�H[FOXVLYH��IRFXV�RQ�QHZ��KLJK�WHFKQRORJ\�FRPSDQLHV��� (,¶V�RSHUDWLRQ�RI�WKH�6FKHPH�LV�RXWVLGH�WKH 
UHPLW�RI�WKLV�UHYLHZ� 

���(YDOWHF��'XEOLQ ��0D\����� 
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x &KDSWHU�� SUHVHQWV�WKH�ILQGLQJV�IURP�RXU�LQWHUYLHZV�ZLWK�FRPSDQLHV��3URMHFW 
([HFXWLYHV��7HFKQLFDO�$VVHVVRUV�DQG�RWKHU�UHOHYDQW�LQGLYLGXDOV� 

x &KDSWHU�� GLVFXVVHV�WKH�ILQGLQJV�DULVLQJ�IURP�WKH�GDWD�DQDO\VLV�DQG�LQWHUYLHZV� 
x &KDSWHU�� SUHVHQWV�RXU�FRQFOXVLRQV� 
x &KDSWHU��� OLVWV�RXU�UHFRPPHQGDWLRQV��LQFOXGLQJ�SURSRVHG�LQGLFDWRUV� 

���(YDOWHF��'XEOLQ ��0D\����� 



H 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW � 

� 5HYLHZ�0HWKRGRORJ\ 
7KH�7HUPV�RI�5HIHUHQFH�VSHFLI\�D�PHWKRGRORJ\�IRU�WKH�UHYLHZ���,W�KDV�WKH�IROORZLQJ 

WKUHH�FRUH�HOHPHQWV� 
�D� UHYLHZLQJ�DOO�DYDLODEOH�GRFXPHQWDWLRQ�DQG�GDWD�RQ�WKH�6FKHPH�LQ�JHQHUDO�DQG 

RQ�WKH�SURSRVDOV�DQG�SURMHFWV� 
�E� LQWHUYLHZLQJ�D�VHOHFWLRQ�RI�WKRVH�LQYROYHG�LQ�WKH�6FKHPH·V�RSHUDWLRQ� 
�F� LQWHUYLHZLQJ�D�VDPSOH�RI�WKH�SDUWLFLSDQW�FRPSDQLHV� 

2XU�PHWKRGRORJ\�IROORZHG�WKLV�DSSURDFK��ZLWK�WKH�YDULRXV�EURDG�DUHDV�VSOLW�GRZQ�LQWR 

D�VHULHV�RI�PRUH�VSHFLILF�WDVNV��OLVWHG�EHORZ��DLPHG�DW�LGHQWLI\LQJ�DQG�DQDO\VLQJ�WKH 

NH\�LVVXHV��DQG�WKHUHE\�SURGXFLQJ�D�UHSRUW�WKDW�DGGUHVVHV�IXOO\�WKH�7HUPV�RI 
5HIHUHQFH� 

x 5HYLHZLQJ�H[LVWLQJ�LQIRUPDWLRQ�	�GDWD�RQ�WKH�6FKHPH�LQ�JHQHUDO�

x 5HDGLQJ�DQG�DVVHVVLQJ�DOO����SURMHFW�ILOHV�

x ,QWHUYLHZLQJ�HOHYHQ�3URMHFW�([HFXWLYHV�

x ,QWHUYLHZLQJ�WKH�7HFKQLFDO�$VVHVVPHQW�&R�RUGLQDWRU�DQG�WKUHH�7HFKQLFDO


$VVHVVRUV� 
x ,QWHUYLHZLQJ�IRXU�PHPEHUV�RI�WKH�6FKHPH·V�DSSURYDO�ERGLHV��RQH�FXUUHQW 

PHPEHU�RI�WKH�,'$�%RDUG�DQG�RQH�IURP�WKH�UHFHQW�SDVW��SOXV�WZR�PHPEHUV�RI 
WKH�$JHQF\·V�0DQDJHPHQW�,QYHVWPHQW�&RPPLWWHH�� 

x ,QWHUYLHZLQJ�WKLUWHHQ�FRPSDQLHV��WZHOYH�ZLWK�SURMHFWV�DSSURYHG�XQGHU�WKH 

6FKHPH�DQG�RQH�ZKRVH�SURSRVDO�ZDV�GHIHUUHG�� 
x ,QWHUYLHZLQJ�ILYH�RWKHU�NH\�LQIRUPDQWV�LQYROYHG�ZLWK�WKH�6FKHPH�LQ�YDULRXV�ZD\V� 
x $QDO\VLQJ�DOO�LQIRUPDWLRQ�REWDLQHG�WR�LGHQWLI\�WKH�FRQFOXVLRQV�DQG�IRUP�WHQWDWLYH 

UHFRPPHQGDWLRQV� 
x +ROGLQJ�D�KDOI�GD\�ZRUNVKRS��LQ�0DUFK�������ZLWK�NH\�LQGLYLGXDOV�LQYROYHG�LQ 

WKH�6FKHPH�WR�GLVFXVV�WKH�SUDFWLFDOLW\�RI�RXU�WHQWDWLYH�UHFRPPHQGDWLRQV� 
x 3UHSDULQJ�RXU�ILQDO�UHSRUW� 

7KH�RXWFRPHV�RI�WKHVH�WDVNV�DUH�GHVFULEHG�LQ�WKH�&KDSWHUV�ZKLFK�IROORZ� 
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H � 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW 

� 6FKHPH�'HVFULSWLRQ 
,Q�WKLV�&KDSWHU�ZH�SURYLGH�DQ�RYHUYLHZ�RI�WKH�6FKHPH���:H�VWDUW�E\�JLYLQJ�D�EULHI 
GHVFULSWLRQ�RI�KRZ�WKH�6FKHPH�FDPH�LQWR�EHLQJ�DV�SDUW�RI�WKH�FXUUHQW�1DWLRQDO 
'HYHORSPHQW�3ODQ���:H�WKHQ�JR�RQ�WR�GHVFULEH�LQ�GHWDLO�WKH�ZD\�LQ�ZKLFK�LW�LV�EHLQJ 

LPSOHPHQWHG�E\�,'$�,UHODQG� 

��� :KDW�LV�WKH�5	'�&DSDELOLW\�*UDQWV�6FKHPH" 
7KH�RULJLQV�RI�WKLV�6FKHPH�GDWH�EDFN�WR�,UHODQG·V�,QGXVWULDO�'HYHORSPHQW�$FW�RI������ 
7KLV�$FW�SURYLGHV�WKH�FXUUHQW�OHJDO�EDVLV�IRU�WKH�SURYLVLRQ�RI�SXEOLFO\�IXQGHG�JUDQWV�WR 

FRPSDQLHV�LQ�VXSSRUW�RI�WKHLU�UHVHDUFK�DQG�GHYHORSPHQW�FRVWV���6LQFH�WKHQ�WKHUH�KDV 

EHHQ�D�VXFFHVVLRQ�RI�LQLWLDWLYHV�IRU�JUDQW�DLGLQJ�LQGXVWULDO�5	'��QDPHO\�WKH�3URGXFW 
DQG�3URFHVV�'HYHORSPHQW�*UDQWV�6FKHPH��¶0HDVXUH �·��¶0HDVXUH �·�DQG�WKH�5HVHDUFK� 
7HFKQRORJ\�DQG�,QQRYDWLRQ��57,��SURJUDPPH���7KH�FXUUHQW�PDQLIHVWDWLRQ�RI�WKLV�VHULHV 

LV�WKH�5HVHDUFK��7HFKQRORJLFDO�'HYHORSPHQW�DQG�,QQRYDWLRQ��57',�� LQLWLDWLYH� 

$OO�RI�WKHVH�LQLWLDWLYHV�ZHUH�DUH�JHDUHG�WRZDUGV�SURYLGLQJ�JUDQW�VXSSRUW�WRZDUGV�WKH 

FRVW�RI�LQGLYLGXDO�5	'�SURMHFWV��IRU�HLWKHU�QHZ�RU�H[LVWLQJ�5	'�SHUIRUPHUV��LQ 

LQGLJHQRXV�RU�IRUHLJQ�RZQHG�FRPSDQLHV���7KH\�ZHUH�QRW�VSHFLILFDOO\�DLPHG�DW�WKH 

GHYHORSPHQW�RI�QHZ�RU�VXEVWDQWLDOO\�H[SDQGHG�5	'�IDFLOLWLHV��DOWKRXJK�WKLV�PLJKW�EH 

D�GHVLUDEOH�VLGH�EHQHILW�LQ�VRPH�FDVHV��SDUWLFXODUO\�IRU�FRPSDQLHV�QRW�SUHYLRXVO\ 

LQYROYHG�LQ�5	'�� 

,Q�FRQWUDVW�WR�57',�DQG�LWV�SUHGHFHVVRUV��WKH�5	'�&DSDELOLW\�*UDQWV�6FKHPH�LV�YHU\ 

PXFK�WDUJHWHG�DW�GHYHORSLQJ�QHZ�RU�HQKDQFHG�IDFLOLWLHV�IRU�5	'���7R�WKLV�HQG�LW�FDQ 

JUDQW�DLG�VXEVWDQWLDO�FDSLWDO�FRVWV�IRU�EXLOGLQJV�DQG�HTXLSPHQW��XQOLNH�WKH�LQLWLDWLYHV 

PHQWLRQHG�DERYH�ZKLFK�SULPDULO\�JUDQW�DLG�WKH�PDUJLQDO�FRVWV�LQYROYHG�LQ�XQGHUWDNLQJ 

RQH�RU�PRUH�VSHFLILF�5	'�SURMHFWV���8QGHU�FXUUHQW�OHJLVODWLRQ��KRZHYHU��WKH�RYHUDOO 
5	'�IDFLOLW\�GHYHORSPHQW�SURMHFW�PXVW�LQFOXGH�DW�OHDVW�RQH�VSHFLILF�5	'�SURMHFW� 

7KHUH�DUH�WZR�RWKHU�OHJDO�UHTXLUHPHQWV�WKDW�DUH�UHOHYDQW�WR�WKH�6FKHPH����)LUVWO\� 
WKHUH�PXVW�EH�DQ�H[SHFWDWLRQ�WKDW�DQ\�SURGXFWV�GHYHORSHG�ZLWK�JUDQW�DLG�IURP�WKH 

6FKHPH�ZLOO�EH�PDQXIDFWXUHG�LQ�,UHODQG���6HFRQGO\��DOO�JUDQWV�RYHU�½���N�PXVW�EH 

DSSURYHG�E\�*RYHUQPHQW���7KLV�FRQWUDVWV�ZLWK�RWKHU�JUDQWV�SURYLGHG�E\�,'$��H�J��IRU 
FDSLWDO�DQG�HPSOR\PHQW��ZKHUH�WKH�,'$�%RDUG�KDV�GHOHJDWHG�SRZHUV�WR�DSSURYH�JUDQWV 

XS�WR�½���P� 

7KH�5	'�&DSDELOLW\�*UDQWV�6FKHPH�ZDV�LQWURGXFHG�LQ������XQGHU�WKH�FXUUHQW 
1DWLRQDO�'HYHORSPHQW�3ODQ��1'3��DV��LQGHHG��ZDV�WKH�57',�LQLWLDWLYH�PHQWLRQHG 

� 7KLV�VFKHPH�LV�VWLOO�ZLGHO\�UHIHUUHG�W R�DV�µ57,¶��SDUWLFXODUO\�ZLWKLQ�,'$�,UHODQG� 
� 7KHVH�DOVR�DSSO\�WR�57',��VLQFH�LW�RSHUDWHV�XQGHU�WKH�VDPH�OHJLVODWLRQ� 
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H
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DERYH���7KH�VHFWLRQ�RI�WKH�1'3�WKDW�GHDOV�ZLWK�IRUHLJQ�GLUHFW�LQYHVWPHQW� LQFOXGHV�WZR 

REMHFWLYHV�WKDW�DUH�UHOHYDQW�WR�WKH�6FKHPH� 
x ´,QFUHDVH�MRE�TXDOLW\�µ 
x ´,QFUHDVH�IRUHLJQ�RZQHG�FRPSDQLHV·�HPEHGGHGQHVV�LQ�WKH�HFRQRP\�µ 

,W�DOVR�OLVWV�VHYHUDO�DFWLRQV�WKDW�ZLOO�EH�WDNHQ�IRU�VXFK�FRPSDQLHV���7KH�6FKHPH�LV�D 

NH\�FRPSRQHQW�RI�RQH�RI�WKHVH��QDPHO\� 
x ´)RFXV�RQ�JHWWLQJ�H[LVWLQJ�FOLHQWV�WR�PRYH�XS�WKH�YDOXH�FKDLQ�WR�SURGXFH�PRUH 

VRSKLVWLFDWHG�SURGXFWV��WR�DFTXLUH�PRUH�VWUDWHJLF�LPSRUWDQFH�WR�WKH�PXOWLQDWLRQDO 
FRUSRUDWLRQ��RU�WR�DGG�VNLOO�LQWHQVLYH�IXQFWLRQV�WR�WKHLU�H[LVWLQJ�RSHUDWLRQV�µ 

(OVHZKHUH� WKH�1'3�GHVFULEHV�WKH�6FKHPH�DV�IROORZV� 
x ´7KH�6FKHPH�ZLOO�EH�XVHG�WR�DVVLVW�H[LVWLQJ�FRPSDQLHV�WR�DGG�KLJKHU�RUGHU 

IXQFWLRQV�WR�WKHLU�RSHUDWLRQV�LQ�WHUPV�RI�WKHLU�FDSDELOLW\�DQG�VWUDWHJLF�LPSRUWDQFH� 
DQG�ZLOO�WKHUHIRUH�IRUP�D�FHQWUDO�DQG�LPSRUWDQW�UROH�LQ�GHOLYHULQJ�RQ�WKH�HPEHGGLQJ 
DQG�VHFWRUDO�SURJUDPPHV��DV�D�KRUL]RQWDO�DLG�µ 

7KH�6FKHPH�LV�ILQDQFHG�HQWLUHO\�IURP�WKH�QDWLRQDO�H[FKHTXHU��XQOLNH�57',�ZKLFK�LV 

SDUW�IXQGHG�E\�WKH�(XURSHDQ�8QLRQ���1HYHUWKHOHVV�LW�LV�FRQVWUDLQHG�E\�(8�UXOHV�RQ 

VR�FDOOHG�¶KRUL]RQWDO·�6WDWH�$LGV���7KHVH�LPSRVH�OLPLWV�RQ�WKH�SHUFHQWDJH�RI�WKH�WRWDO 
SURMHFW�FRVWV�WKDW�FDQ�EH�JUDQW�DLGHG��ZKLFK�DUH�IXUWKHU�UHVWULFWHG�E\�LQWHUQDO�,'$ 

SROLF\�WR�WKH�IROORZLQJ� 
x ����PD[LPXP�IRU�FRPSDQLHV�LQ�WKH�%RUGHU��0LGODQGV�DQG�:HVW��%0:��UHJLRQ�� 
x ����PD[LPXP�IRU�FRPSDQLHV�LQ�WKH�6RXWK�DQG�(DVW��6	(��UHJLRQ�� 

7KH�5	'�&DSDELOLW\�*UDQWV�6FKHPH�LV�LPSOHPHQWHG�E\�ERWK�,'$�DQG�(QWHUSULVH 

,UHODQG��(,��IRU�WKHLU�UHVSHFWLYH�FOLHQWV���,Q�WKLV�UHSRUW�ZH�DUH�FRQFHUQHG�RQO\�ZLWK 

,'$·V�LPSOHPHQWDWLRQ�EXW�RFFDVLRQDOO\��ZKHUH�UHOHYDQW��ZH�PDNH�FRPSDULVRQV�ZLWK 

(,·V�LPSOHPHQWDWLRQ� 

��� ,'$¶V�LPSOHPHQWDWLRQ�RI�WKH�6FKHPH 
7KH�,'$�ODXQFKHG�WKH�6FKHPH�LQ�6XPPHU�������LQLWLDOO\�DV�D�WZHOYH�PRQWK�SLORW�ZLWK 

WKH�PD[LPXP�JUDQW�VHW�DW���P��½����P����)ROORZLQJ�DQ�LQ�KRXVH�UHYLHZ�RI�WKH�SLORW�D 

� ³,UHODQG�±�1DWLRQDO�'HYHORSPHQW�3ODQ�����������±�3URGXFWLYH�6HFWRU�2SHUDWLRQDO�3URJUDPPH´��VHFWLRQ ������
SDJHV ������ 

� ,ELG��VHFWLRQ �������SDJH ��� 
� 7KH�%0:�UHJLRQ�LV�WKDW�SDUW�RI�WKH�FRXQWU\�WKDW�FXUUHQWO\�UHWDLQV�µ2EMHFWLYH �¶�VWDWXV�IRU�(8�6WUXFWXUDO�)XQGLQJ 

SXUSRVHV���,W�FRQVLVWV�RI����FRXQWLHV��'RQHJDO�� /HLWULP��6OLJR��&DYDQ��0RQDJKDQ�� /RXWK��/DRLV��2IIDO\�
:HVWPHDWK��/RQJIRUG��*DOZD\��5RVFRPPRQ�DQG�0D\R� 

� 7KH�6	(�UHJLRQ�HQFRPSDVVHV�WKH�UHPDLQGHU�RI�WKH�FRXQWU\���,W�LV�FODVVHG�IRU�(8�6WUXFWXUDO�)XQGLQJ�SXUSRVHV�DV 
µ2EMHFWLYH ��LQ�7UDQVLWLRQ¶� 
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H
 � 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW 

\HDU�ODWHU��WKH�,'$�%RDUG�DXWKRULVHG�WKH�FRQWLQXDWLRQ�DQG�H[SDQVLRQ�RI�WKH�6FKHPH� 
ZLWK�UHPRYDO�RI�WKH�JUDQW�PD[LPXP���0LQRU�DGMXVWPHQWV�WR�WKH�6FKHPH�ZHUH�DOVR 

PDGH�DW�WKLV�WLPH��EDVHG�RQ�WKH�H[SHULHQFH�JDLQHG�GXULQJ�WKH�SLORW�SKDVH��DQG�UHYLVHG 

*XLGHOLQHV�IRU�3URMHFW�([HFXWLYHV�ZDV�SURGXFHG��VHH�$QQH[ %���$OVR�GHYHORSHG�ZDV�D 

&OLHQW�*XLGH�WR�WKH�6FKHPH���,W�LV�RQO\�LQ�UHFHQW�PRQWKV��KRZHYHU��WKDW�LW�KDV�EHFRPH 

QRUPDO�SUDFWLFH�WR�SURYLGH�WKLV�WR�SRWHQWLDO�SDUWLFLSDQWV���7KLV�&OLHQW�*XLGH�KDV�EHHQ 

UHILQHG�DQG�XSGDWHG�SHULRGLFDOO\���7KH�FXUUHQW�YHUVLRQ�LV�VKRZQ�LQ�$QQH[ &� 

7KH�6FKHPH�ZDV�IXUWKHU�UHILQHG�LQ�6XPPHU������E\�WKH�GHYHORSPHQW�RI�D�IUDPHZRUN 

IRU�GHWHUPLQLQJ�WKH�DSSURSULDWH�OHYHO�RI�JUDQW�DLG��GHSHQGLQJ�RQ�WKH�FKDUDFWHULVWLFV�RI 
WKH�SURSRVHG�SURMHFW��VHH�$QQH[ '� 

7KH�REMHFWLYHV�RI�WKH�6FKHPH�DUH�HVVHQWLDOO\�WKRVH�H[SUHVVHG�LQ�WKH�1DWLRQDO 
'HYHORSPHQW�3ODQ��UHIHUUHG�WR�DERYH���7KH\�FDQ�EH�VXPPDULVHG�DV� 

x	 7R�PRYH�,ULVK�VXEVLGLDULHV�RI�PXOWLQDWLRQDO�FRPSDQLHV�XS�WKH�YDOXH�FKDLQ� 
x	 7R�LQFUHDVH�WKH�HPEHGGHGQHVV�LQ�,UHODQG�RI�WKHVH�VXEVLGLDULHV� 

7KH�6FKHPH�LV�DYDLODEOH�RQO\�WR�VXEVLGLDULHV�RI�PXOWLQDWLRQDOV�DOUHDG\�RSHUDWLQJ�LQ 

,UHODQG��QRW�WR�QHZ�LQZDUG�LQYHVWPHQW�FRPSDQLHV����,W�LV�RSHQ�WR�ERWK�ODUJH�DQG�VPDOO 
FRPSDQLHV��ZKHWKHU�RU�QRW�WKH\�DUH�H[LVWLQJ�5	'�SHUIRUPHUV���,Q�WKH�FDVH�RI 
FRPSDQLHV�DOUHDG\�LQYROYHG�LQ�5	'��WKH�SURMHFW�PXVW�LQYROYH�D�VXEVWDQWLDO 
HQKDQFHPHQW�RI�WKHLU�FXUUHQW�5	'�IXQFWLRQV� 

&XUUHQWO\�WKHUH�DUH�DERXW�����PXOWLQDWLRQDO�VXEVLGLDULHV�LQ�,UHODQG��H[FOXGLQJ�WKRVH 

LQ�WKH�,QWHUQDWLRQDO�)LQDQFLDO�6HUYLFHV�&HQWUH��IRU�ZKLFK�WKH�6FKHPH�KDV�OLWWOH 

UHOHYDQFH����(DFK�,'$�3URMHFW�([HFXWLYH��3(��LQYROYHG�ZLWK�WKH�GHYHORSPHQW�RI�H[LVWLQJ 

VXEVLGLDULHV�KDV�D�SRUWIROLR�RI�D�GR]HQ�RU�VR�RI�WKHVH�FRPSDQLHV��W\SLFDOO\�D�PL[�RI 
WKRVH�FRQVLGHUHG�WR�KDYH�KLJKHU�DQG�ORZHU�GHYHORSPHQW�SRWHQWLDO� 

7KHVH�3(V�YLVLW�HDFK�FRPSDQ\�LQ�WKHLU�SRUWIROLR�DW�OHDVW�RQFH�SHU�\HDU��DQG�FRPPRQO\ 

PRUH�RIWHQ��WR�GLVFXVV�WKHLU�FXUUHQW�RSHUDWLRQV�DQG�IXWXUH�SODQV���,Q�WKLV�ZD\�WKH\ 

LGHQWLI\�LQGLYLGXDO�FRPSDQLHV�IRU�ZKLFK�WKH�6FKHPH�PLJKW�EH�DSSURSULDWH��DQG�WHOO 
WKHP�DERXW�LW���,Q�FDVHV�ZKHUH�WKH�6FKHPH�VHHPV�WR�EH�SRWHQWLDOO\�UHOHYDQW�WKH 

FRPSDQ\�LV�SURYLGHG�ZLWK�D�FRS\�RI�WKH�&OLHQW�*XLGH�WR�WKH�6FKHPH�DQG�LQYLWHG�WR 

VXEPLW�D�UHODWLYHO\�VKRUW����SDJHV��&RPSDQ\�$SSOLFDWLRQ�)RUP���$�FRS\�RI�WKLV�)RUP�LV 

SUHVHQWHG�LQ�$QQH[ (� 

� 7KLV�LV�EHFDXVH�WKH�6FKHPH�LV�EHLQJ�RSHUDWHG�DV�D�µ+RUL]RQWDO�$LG¶�DQG��XQGHU�WKH� (8¶V�JXLGHOLQHV��FDQQRW�EH
XVHG�WR�DWWUDFW�QHZ�PRELOH�LQYHVWPHQWV���6XFK�LQYHVWPHQWV�ZRXOG�EH�VXEMHFW�WR�(8�µ5HJLRQDO�$LG¶�JXLGHOLQHV�
ZKLFK�LPSRVH�JUHDWHU�UHVWULFWLRQV�RQ�WKH�DOORZDEOH�JUDQW�UDWH�LQ�QRQ�µ2EMHFWLYH �¶�UHJLRQV� 
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H
 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW � 

7KH�UHDVRQ�,'$�JLYHV�IRU�DGRSWLQJ�WKLV�RQH�WR�RQH�DSSURDFK��DV�RSSRVHG�WR�WKH�PRUH 

ZLGHVSUHDG�SURPRWLRQ�HPSOR\HG�E\�(QWHUSULVH�,UHODQG���LV�WR�DYRLG�DQ�LQIOX[�RI 
DSSOLFDWLRQV�IRU�SURMHFWV�WKDW�DUH�LQDSSURSULDWH�IRU�WKH�6FKHPH��ZKLFK�ZRXOG�ZDVWH 

WLPH�IRU�ERWK�WKH�FRPSDQLHV�DQG�WKH�$JHQF\���)XUWKHUPRUH��WKH�UHMHFWLRQ�RI�VXFK�DQ 

DSSOLFDWLRQ�PLJKW�GDPDJH�LWV�UHODWLRQVKLS�ZLWK�WKH�FRPSDQ\� 

)ROORZLQJ�VXEPLVVLRQ�RI�WKH�&RPSDQ\�$SSOLFDWLRQ�)RUP��IXUWKHU�GLVFXVVLRQV�DUH�KHOG 

EHWZHHQ�WKH�3URMHFW�([HFXWLYH�DQG�WKH�FRPSDQ\�WR�UHILQH�WKH�SURSRVDO���'XULQJ�WKLV 

SURFHVV�IXUWKHU�LQIRUPDWLRQ�LV�VRXJKW�IURP�WKH�FRPSDQ\���7KLV�FRYHUV�DVSHFWV�VXFK�DV 

WKH�ILW�RI�WKH�SURSRVHG�DFWLYLW\�ZLWK�WKHLU�RYHUDOO�GHYHORSPHQW�VWUDWHJ\��WKH�SDUWLFXODUV 

RI�WKH�VSHFLILF�5	'�SURMHFW�V��LQFOXGLQJ�WKHLU�FRVWV��DQG�PRUH�GHWDLOHG�EUHDNGRZQV�RI 
WKH�JHQHUDO�ILQDQFLDO�LQIRUPDWLRQ�SURYLGHG�LQ�WKH�&RPSDQ\�$SSOLFDWLRQ�)RUP� 

'XULQJ�WKH�GLVFXVVLRQV�ZLWK�WKH�FRPSDQ\��HLWKHU�EHIRUH�RU�DIWHU�VXEPLVVLRQ�RI�WKH 

&RPSDQ\�$SSOLFDWLRQ�)RUP��LW�PD\�EHFRPH�HYLGHQW�WKDW�WKH�57',�SURJUDPPH�LV�PRUH 

DSSURSULDWH�WR�WKH�SODQQHG�DFWLYLW\��LQ�ZKLFK�FDVH�WKH�FRPSDQ\�LV�UH�GLUHFWHG�WR�WKDW 
VFKHPH���$OWHUQDWLYHO\�LW�PD\�HPHUJH�WKDW�WKH�FRPSDQ\·V�SODQV�DUH�QRW�DSSURSULDWH�WR 

HLWKHU�VFKHPH�DW�SUHVHQW��LQ�ZKLFK�FDVH�WKH�SURSRVDO�LV�QRW�SXUVXHG� 

$V�SDUW�RI�WKH�SURSRVDO�GHYHORSPHQW�SURFHVV��WKH�FRPSDQ\�ZLOO�REWDLQ�FRUSRUDWH 

DSSURYDO�RI�WKHLU�SODQ�DQG�LWV�IXQGLQJ���7KLV�FRQWUDVWV�ZLWK�(QWHUSULVH�,UHODQG·V 

LPSOHPHQWDWLRQ�RI�WKH�6FKHPH��ZKHUH�QR�VXFK�QHHG�H[LVWV���$OVR�GXULQJ�WKH�SURSRVDO 
GHYHORSPHQW�SURFHVV��¶PLOHVWRQHV·�RQ�WKH�SODQQHG�RYHUDOO�DFWLYLW\�DQG�RQ�WKH�VSHFLILF 

5	'�SURMHFWV�DUH�HVWDEOLVKHG�DQG�DJUHHG���,I�WKH�SURSRVDO�LV�DSSURYHG��WKHVH�ZLOO�EH 

XVHG�ODWHU�WR�DSSURYH�GUDZGRZQV�RI�WKH�JUDQW���7KH�LQIRUPDWLRQ�FROOHFWHG�E\�WKH 

3URMHFW�([HFXWLYH�GXULQJ�WKHVH�GLVFXVVLRQV�LV�DVVHPEOHG�LQWR�D�SURSRVDO�GRFXPHQW�IRU 
VXEPLVVLRQ�WR�WKH�UHOHYDQW�DSSURYLQJ�ERG\��VHH�EHORZ�� 

)ROORZLQJ�FRPSOHWLRQ�RI�WKH�SURSRVDO��,'$�UHTXHVWV�(QWHUSULVH�,UHODQG�WR�DUUDQJH�IRU�D 

WHFKQLFDO�DVVHVVPHQW����7KH\�DSSRLQW�D�7HFKQLFDO�$VVHVVRU��7$��ZLWK�H[SHUWLVH�LQ�WKH 

WHFKQRORJ\�RI�WKH�SURSRVHG�DFWLYLW\����7KLV�7$�WKHQ SD\V�RQH�RU�PRUH�YLVLWV�WR�WKH 

FRPSDQ\�WR�GLVFXVV�WKH�SURSRVDO��ZLWK�WKH�PDLQ�IRFXV�EHLQJ�RQ�WKH�VSHFLILF�5	' 

SURMHFW�V����7KLV�LQYROYHV�IXUWKHU�EUHDNGRZQV�E\�WKH�FRPSDQ\�RI�ILQDQFLDO�LQIRUPDWLRQ� 
SDUWLFXODUO\�UHJDUGLQJ�GHWDLOV�RI�DOO�SODQQHG�H[SHQGLWXUHV��LQFOXGLQJ�VWDIILQJ�FRVWV��RQ 

WKH�VSHFLILF�5	'�SURMHFW�V����$IWHU�YLVLWLQJ�WKH�FRPSDQ\��WKH�7$�FRPSLOHV�D�WHFKQLFDO 
DVVHVVPHQW�UHSRUW��IROORZLQJ�D�VWDQGDUG�IRUPDW��VHH�$QQH[ )� 

� ,Q�DGGLWLRQ�WR�SURPRWLQJ�WKH�6FKHPH�GLUHFWO\�WR�UHOHYDQW�FRPSDQLHV�WKURXJK�LWV�'HYHORSPHQW�$GYLVRUV��(QWHUSULVH 
,UHODQG�KDV�D�EURFKXUH�WKDW�LW�GLVWULEXWHV�WR�FOLHQW�FRPSDQLHV�GHVFULELQJ�WKH�6FKHPH�DQG�RWKHU�LQLWLDWLYHV�IRU
VXSSRUWLQJ�LQGXVWULDO�LQQRYDWLRQ���,W�DOVR�SURYLGHV�LQIRUPDWLRQ�RQ�WKH�6FKHPH�RQ�LWV�ZHE�VLWH���,'$�GRHV�QHLWKHU�RI 
WKHVH� 

� 7KLV�UHTXHVW�LV�KDQGOHG�E\�(QWHUSULVH�,UHODQG¶V�7HFKQLFDO�$VVHVVPHQW�8QLW���7KLV�8QLW�DOVR�GHDOV�ZLWK�DOO�WHFKQLFDO 
DVVHVVPHQWV�XQGHU�(,¶V�LPSOHPHQWDWLRQ�RI�WKH�6FKHPH��DQG�RI�57',�SURSRVDOV�DULVLQJ�IURP�DQ\�RI�WKH�LQGXVWULDO
GHYHORSPHQW�DJHQFLHV� 

� 0RVW�7$V�DUH�(,�VWDII��EXW�D�IHZ�DUH�IURP�RUJDQLVDWLRQV�RXWVLGH�WKH�GHYHORSPHQW�DJHQFLHV��H�J��XQLYHUVLWLHV� 
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H
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7KH�SURSRVDO�GRFXPHQW�SUHSDUHG�E\�WKH�3URMHFW�([HFXWLYH��DFFRPSDQLHG�E\�WKH 

7HFKQLFDO�$VVHVVRU·V�UHSRUW��LV�VXEPLWWHG�IRU�DSSURYDO�WR�WKH�UHOHYDQW�ERG\��ZKLFK 

GHSHQGV�RQ�WKH�DPRXQW�RI�WKH�JUDQW�EHLQJ�VRXJKW���7KH�DUUDQJHPHQWV�DUH�DV�IROORZV� 
x )RU�JUDQWV�XS�WR�½���N��WKH�DSSURYLQJ�ERG\�LV�WKH�,'$·V�0DQDJHPHQW


,QYHVWPHQW�&RPPLWWHH��0,&��

x :KHUH�WKH�JUDQW�VRXJKW�LV�EHWZHHQ�½���N�DQG�½���N��WKH�UHOHYDQW�DSSURYLQJ 

ERG\�LV�WKH�,QYHVWPHQW�&RPPLWWHH�RI�WKH�%RDUG��,&%���D�VXE�FRPPLWWHH�RI�WKH 

,'$�%RDUG� 
x )RU�JUDQWV�DERYH�½���N��DSSURYDO�E\�*RYHUQPHQW�LV�UHTXLUHG� 
x $OO�SURSRVDOV�JRLQJ�WR�*RYHUQPHQW�DUH�ILUVW�H[DPLQHG�E\�%RDUG��DQG�FRXOG�JHW 

GHIHUUHG�RU�UHMHFWHG�DW�WKLV�VWDJH� 
x $OO�SURSRVDOV�JRLQJ�WR�,&%�IRU�DSSURYDO��RU�WR�%RDUG�IRU�H[DPLQDWLRQ��DUH�ILUVW 

UHYLHZHG�E\�0,&��DQG�DJDLQ�FRXOG�EH�GHIHUUHG�RU�UHMHFWHG�DW�WKLV�VWDJH� 

7KHVH�SURFHGXUHV�DUH�LOOXVWUDWHG�LQ�([KLELW �� 
(;+,%,7�����7KH�$SSURYDO�3URFHVV 

,
LVLRQLVLRQ LVLRQ 

2. 2. 2. 

LRQ 
±�� OLFDWL
±�� L
±�� L W 

¼ ¼ !�¼

!�¼

��¼

2. 

2. 

$SSURYHG 

5HMHFWHG 'HIHUUHG 5HMHFWHG 5HMHFWHG 'HIHUUHG 'HIHUUHG 

&%�IRU 
GHF

0,&�IRU 
GHF

*RYW��IRU 
GHF

5HMHFWHG 

5HMHFWHG 

'HIHUUHG 

'HIHUUHG 

%RDUG�IRU 
UHYLHZ 

0,&�IRU 
UHYLHZ 

3URSRVDO�'RFXPHQWDW
&RPSDQ\�$SS RQ�)RUP 
&RPPHUF DO�$VVHVVPHQW 
7HFKQ FDO�$VVHVVPHQ

*UDQW�VRXJKW 
���N��� ���N 

*UDQW�VRXJKW 
���N 

*UDQW�VRXJKW 
���N 

*UDQW�VRXJKW 
���N 

'XULQJ�WKH�DSSURYDO�SURFHVV��FHUWDLQ�FRQGLWLRQV�PD\�EH�DGGHG��HLWKHU�E\�WKH�ILQDO 
DSSURYDO�ERG\�RU�E\�ZD\�RI�D�UHFRPPHQGDWLRQ�IURP�WKH�0,&�RU�%RDUG���7KHVH�PLJKW 
FRYHU��IRU�H[DPSOH��UHWURVSHFWLRQ��L�H��WKH�DOORZDELOLW\�IRU�JUDQW�SXUSRVHV�RI�FRVWV 

LQFXUUHG�RQ�WKH�SURMHFW�IRU�D�VSHFLILHG�SHULRG�SULRU�WR�WKH�GDWH�RI�DSSURYDO� 
�5HWURVSHFWLRQ�LV�TXLWH�FRPPRQO\�DOORZHG�IRU�D�SHULRG�IRXU�PRQWKV�SULRU�WR�WKH�GDWH�RI 
WKH�ILUVW�DSSURYDO��L�H��E\�WKH�,'$·V�0DQDJHPHQW�,QYHVWPHQW�&RPPLWWHH���SDUWLFXODUO\ 

RQ�SURSRVDOV�ZKLFK�KDYH�KDG�WR�JR�WR�*RYHUQPHQW�� 

���(YDOWHF��'XEOLQ ��0D\����� 
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:KHQ�D�SURSRVDO�KDV�EHHQ�DSSURYHG�E\�WKH�UHOHYDQW�ERG\��WKH�FRPSDQ\�LV�LQIRUPHG 

DQG�WKH�GRFXPHQWDWLRQ�LV�SDVVHG�WKH�,'$·V�/HJDO�'HSDUWPHQW�WR�GUDZ�XS�D�FRQWUDFW 
ZLWK�WKH�FRPSDQ\� 

2QFH�D�FRPSDQ\�UHDFKHV�RQH�RI�WKH�PLOHVWRQHV�VSHFLILHG�LQ�WKH�SURMHFW�SODQ�DQG 

FRQWUDFW��LW�FDQ�VXEPLW�D�FODLP�IRU�SD\PHQW�RI�D�FRUUHVSRQGLQJ�SDUW�RI�WKH�JUDQW��7KLV 

FODLP�PXVW�EH�DFFRPSDQLHG�E\�DQ�LQGHSHQGHQW�DXGLWRU·V�VWDWHPHQW�FRQILUPLQJ�WKH 

FRVWV�EHLQJ�FODLPHG���)ROORZLQJ�UHFHLSW�RI�D�FODLP�IRU�SD\PHQW��WKH�FRPSDQ\�LV�YLVLWHG 

E\�D�VWDII�PHPEHU�IURP�,'$·V�*UDQW�3D\PHQWV�6HFWLRQ�WR�FKHFN�WKDW�HYHU\WKLQJ�LV�LQ 

RUGHU���,I�LW�LV��WKH�SD\PHQW�LV�PDGH� 

:KHQ�WKH�FXPXODWLYH�FODLPV�RQ�D�SURMHFW�UHDFK�����RI�WKH�DSSURYHG�JUDQW��D�WHFKQLFDO 
SHUVRQ�IURP�(QWHUSULVH�,UHODQG�ZLOO�DOVR�YLVLW�WKH�FRPSDQ\�DV�SDUW�RI�WKH�SURFHVV�IRU 
DSSURYLQJ�WKH�GUDZGRZQ�����1RQH�RI�WKH�SURMHFWV�DSSURYHG�XQGHU�WKH�,'$·V 

LPSOHPHQWDWLRQ�RI�WKH�6FKHPH�KDV�\HW�UHDFKHG�WKLV�VWDJH�� 

� (,¶V�5	'�*UDQW�,QVSHFWLRQ�8QLW�LV�DOVR�LQYROYHG�LQ�DOO�GUDZGRZQ�DSSURYDOV�XQGHU� (,¶V�LPSOHPHQWDWLRQ�RI�WKH 
6FKHPH��DQG�RQ�57',�SURMHFWV�DULVLQJ�IURP�DQ\�RI�WKH�LQGXVWULDO�GHYHORSPHQW�DJHQFLHV� 

���(YDOWHF��'XEOLQ ��0D\����� 
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� $QDO\VLV�RI�'DWD�RQ�WKH�6FKHPH 
7KLV�&KDSWHU�GHVFULEHV�WKH�DYDLODEOH�VRXUFHV�RI�GDWD�RQ�WKH�6FKHPH�DQG�RXU�DQDO\VLV 

RI�WKH�LQIRUPDWLRQ�WKDW�WKH\�FRQWDLQ� 

��� 6RXUFHV�RI�'DWD�RQ�WKH�6FKHPH 
&RPSXWHU�EDVHG�GDWD�RQ�WKH�6FKHPH�LV�KHOG�LQ�WZR�SODFHV�ZLWKLQ�,'$���)LUVWO\��DQ 

([HFXWLYH�LQ�WKH�3ODQQLQJ�'LYLVLRQ�PDLQWDLQV�DQ�¶([FHO·�GDWDEDVH�FRQWDLQLQJ�GDWD�RQ 

HDFK�RI�WKH�SURSRVDOV�WKDW�DUH�VXEPLWWHG�WR�DQ\�RI�WKH�DSSURYDO�ERGLHV�IRU�GHFLVLRQ� 
7KH�LQIRUPDWLRQ�UHFRUGHG�LQ�WKLV�GDWDEDVH�FRQVLVWV�RI� 

x $�EULHI�SURMHFW�WLWOH�

x &RPSDQ\�QDPH�

x &RPSDQ\�ORFDWLRQ�

x +RPH�FRXQWU\�RI�SDUHQW�FRPSDQ\�

x ,'$�'HSDUWPHQW�KDQGOLQJ�WKH�SURSRVDO�

x 1DPHV�RI�3URMHFW�([HFXWLYH�DQG�'HSDUWPHQW�PDQDJHU�LQYROYHG�

x 'DWH�RI�GHFLVLRQ�E\�WKH�UHOHYDQW�DSSURYLQJ�ERG\�

x 1DWXUH�RI�WKH�GHFLVLRQ��L�H��DSSURYHG��UHMHFWHG�RU�GHIHUUHG��

x 7RWDO�FRVW�RI�SURMHFW�

x $PRXQW�RI�JUDQW�DSSURYHG�

x *UDQW�SHUFHQWDJH�RI�WRWDO�FRVW�

x 3URSRVHG�GXUDWLRQ�RI�WKH�SURMHFW�

x $YHUDJH�VDODU\�RI�WKH�SURMHFW�WHDP��IRU�PRVW�SURMHFWV��EXW�QRW�DOO��


7KH�GDWDEDVH�GRHV�QRW�FRQWDLQ�DQ\�LQIRUPDWLRQ�DERXW�WKH�SURSRVDO�SULRU�WR�LWV 

VXEPLVVLRQ�IRU�DSSURYDO��H�J��GDWH�RI�DSSOLFDWLRQ���RU�RQ�WKH�SURJUHVV�RI�SURMHFWV�DIWHU 
DSSURYDO��H�J��PLOHVWRQHV�DFKLHYHG��FODLPV�RU�GUDZGRZQV����1HLWKHU�GRHV�LW�LQFOXGH�DQ\ 

LQIRUPDWLRQ�RQ�DSSOLFDWLRQV�WKDW�GLG�QRW�SURFHHG�WR�WKH�UHOHYDQW�DSSURYDO�ERG\��H�J� 
EHFDXVH�WKH\�ZHUH�UH�GLUHFWHG�WR�WKH�57',�VFKHPH�� 

,Q�DGGLWLRQ�WR�WKLV�GDWDEDVH��WKH�3ODQQLQJ�'LYLVLRQ�([HFXWLYH�PDLQWDLQV�D�SDSHU�ILOH�RI 
WKH�GRFXPHQWDWLRQ�VXEPLWWHG�WR�WKH�DSSURYLQJ�ERG\�IRU�HDFK�SURSRVDO��GLVFXVVHG�LQ 

VHFWLRQ ����� 

���(YDOWHF��'XEOLQ ��0D\����� 
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7KH�RWKHU�UHOHYDQW�GDWDEDVH�LV�KHOG�E\�WKH�*UDQW�3D\PHQWV�6HFWLRQ���)RU�5	' 

&DSDELOLW\�SURMHFWV�WKLV�OLVWV�HDFK�LQGLYLGXDO�SD\PHQW�PDGH�WR�FRPSDQLHV�SDUWLFLSDWLQJ 

LQ�WKH�6FKHPH��FRQVLVWLQJ�RI� 
x &RPSDQ\�QDPH� 
x 'DWH�RI�SD\PHQW� 
x $PRXQW�RI�SD\PHQW� 

7KHVH�WZR�GDWDEDVHV�DUH�WKH�PDLQ�VRXUFHV�IRU�WKH�DQDO\VHV�SUHVHQWHG�EHORZ� 
$GGLWLRQDO�GDWD�UHODWLQJ�WR�WKH�H[WUD�5	'�VWDII�WKDW�WKH�SDUWLFLSDQW�FRPSDQLHV�SODQQHG 

WR�WDNH�RQ�LQ�WKH�FRXUVH�RI�WKHLU�SURMHFWV�ZDV�H[WUDFWHG�E\�XV�IURP�WKH�SURSRVDO 
GRFXPHQWDWLRQ�ILOH� 

��� 5HVXOWV�RI�WKH�'DWD�$QDO\VLV 
6LQFH�WKH�6FKHPH·V�FRPPHQFHPHQW��WKLUW\�ILYH�SURSRVDOV�KDYH�EHHQ�SXW�IRUZDUG�IRU 
JUDQW�DSSURYDO�XQGHU�WKH�6FKHPH���([KLELW���JLYHV�DQ�RYHUYLHZ�RI�WKH�GHFLVLRQV�PDGH 

RQ�WKHVH�SURSRVDOV� 
(;+,%,7�����6XPPDU\�RI�'HFLVLRQV�RQ�3URSRVDOV 

7RWDO 
U �� � � �� 

7RW � U � � ���P �
7RW W W � � � �

U � U � ���P �
U UDQW W � � � �

��JUDQW W ����� 

� W � 

$SSURYHG 'HIHUUHG 5HMHFWHG 
1XPEHU�RI�S RSRVDOV 

DO�FRVW RI�S RMHFWV ¼���� ��P ¼�� ���P ¼�� ¼���� ��P 
DO�RI�JUDQ V�VRXJK ¼��� ��P ¼�� ���P ¼�� ���P ¼��� ��P 

$YH DJH�FRVW RI�S RMHFWV ¼�� ���P ¼����� ¼�� ¼�� ���P 
$YH DJH�J �VRXJK ¼�� ���P ¼�� ���P ¼�� ���P ¼�� ���P 
$Y �SHUFHQWDJH�VRXJK ����� ����� ����� 

6285&(���,'$��6FKHPH�GD DEDVH

7KH�DERYH�RYHUDOO�ILJXUHV�PDVN�ZLGH�YDULDWLRQV�LQ�WRWDO�SURMHFW�FRVWV�DQG�WKH 

DVVRFLDWHG�JUDQWV���7KHVH�UDQJH�IURP�D�ORZ�RI�½���N�WRWDO�SURMHFW�FRVW��ZLWK�D�JUDQW 
DSSURYHG�RI�½���N��L�H�������WR�D�KLJK�RI�½����P��JUDQW�DSSURYHG�RI�½����P�RU������ 
7KLV�ZLGH�YDULDWLRQ�LV�HYLGHQW�LQ�([KLELW����ZKLFK�LOOXVWUDWHV�WKH�DPRXQW�RI�HDFK�JUDQW 
DSSURYHG��GHIHUUHG�RU�UHMHFWHG��DQG�WKH�GDWHV�RI�WKH�GHFLVLRQV���$OVR�VKRZQ�LQ�WKH 

([KLELW�DUH�WKH�UHODWLYHO\�ORZ�JUDQW�OHYHOV�DERYH�ZKLFK�DSSURYDOV�PXVW�EH�PDGH�E\�WKH 

,QYHVWPHQW�&RPPLWWHH�RI�WKH�%RDUG��,&%��RU�E\�WKH�*RYHUQPHQW��QDPHO\�½���N�DQG 

½���N�UHVSHFWLYHO\���)RU�JUDQWV�EHORZ�½���N��DSSURYDO�DXWKRULW\�LV�GHOHJDWHG�WR�,'$·V 

0DQDJHPHQW�,QYHVWPHQW�&RPPLWWHH��0,&�� 

���(YDOWHF��'XEOLQ ��0D\����� 
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H
(;+,%,7�����'LVWULEXWLRQ�RYHU�WLPH�RI�*UDQW�'HFLVLRQV

([KLELW���DOVR�LOOXVWUDWHV�KRZ�WKH�IUHTXHQF\�RI�SURSRVDOV�EHLQJ�VXEPLWWHG�EHJDQ�WR
LQFUHDVH�VLJQLILFDQWO\�DIWHU�WKH�LQLWLDO�WZHOYH�PRQWK�SLORW�SKDVH�RI�WKH�6FKHPH��QDPHO\
LQ�WKH�VHFRQG�KDOI�RI��������7KH�ODUJH�YDULDWLRQV�LQ�JUDQW�DPRXQWV��PHQWLRQHG�DERYH�
FDQ�DOVR�EH�FOHDUO\�VHHQ�LQ�WKH�([KLELW�

$�IXUWKHU�IHDWXUH�HYLGHQW�LQ�([KLELW���LV�D�WUHQG�WRZDUGV�ODUJHU�SURMHFWV���7KLV�WUHQG�LV
LOOXVWUDWHG�LQ�([KLELW���ZKLFK�VKRZV�WKH�DYHUDJH�VL]H�RI�JUDQWV�DSSURYHG�LQ�HDFK�WKUHH
PRQWK�SHULRG�IURP�WKH�VWDUW�RI������WR�WKH�HQG�RI������

(;+,%,7�����7UHQG�RYHU�WLPH�LQ�WKH�DYHUDJH�VL]H�RI�JUDQWV���¼�PLOOLRQV�

�6285&(���,'$��6FKHPH�GDWDEDVH�

�6285&(���,'$��6FKHPH�GDWDEDVH�
���� ��������

¼�P

¼�P

¼�P

¼�P

*UDQW$PRXQW
$SSURYHG�SURSRVDO
'HIHUUHG�SURSRVDO
5HMHFWHG�SURSRVDO

*RYW�
,&

¼����P

¼����P
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¼����P
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¼����P
¼����P
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¼���
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H
$�VLJQLILFDQW�HIIHFW�RI�WKLV�LQFUHDVH�LQ�SURMHFW�VL]HV�DQG�JUDQW�DPRXQWV�LV�VKRZQ�LQ
([KLELW�����2YHU�WKH�SDVW���PRQWKV�DOO�SURSRVDOV�KDYH�EHHQ�DERYH�WKH�JUDQW�OHYHO
UHTXLULQJ�*RYHUQPHQW�DSSURYDO�

(;+,%,7�����7UHQGV�LQ�WKH�QHHG�IRU�*RYHUQPHQW�DSSURYDO

)LUVW���
PRQWKV

/DVW��
PRQWKV

1XPEHU�RI�SURSRVDOV�SXW�IRUZDUG�IRU�DSSURYDO �� ��
1XPEHU�RI�SURSRVDOV�UHTXLULQJ�*RYHUQPHQW�DSSURYDO �� ��

�6285&(���,'$��6FKHPH�GDWDEDVH�

$OVR�RYHU�WKH�SDVW���PRQWKV��WKH�SURSRUWLRQ�RI�QHZ�5	'�SHUIRUPHUV� KDV�GURSSHG
GUDPDWLFDOO\��VHH�([KLELW ��

(;+,%,7�����7UHQGV�LQ�SURSRVDOV�IURP�QHZ�5	'�SHUIRUPHUV

)LUVW���
PRQWKV

/DVW��
PRQWKV

1XPEHU�RI�SURSRVDOV�SXW�IRUZDUG�IRU�DSSURYDO �� ��
1XPEHU�RI�SURSRVDOV�IURP�FRPSDQLHV�ZLWK�QR�IRUPDO�5	'�XQLW �� �

�6285&(���,'$��6FKHPH�GDWDEDVH�

*LYHQ�WKDW�UHJLRQDO�GHYHORSPHQW�LV�D�FRUH�DLP�RI�WKH�FXUUHQW�1DWLRQDO�'HYHORSPHQW
3ODQ��WKH�GDWD�RQ�SURSRVDOV�ZDV�H[DPLQHG�WR�GHWHUPLQH�WKH�UHJLRQDO�GLVWULEXWLRQ�RI
SURSRVDOV�DQG�WKHLU�DVVRFLDWHG�JUDQWV���([KLELW���VKRZV�WKLV�DQDO\VLV��FRPSDULQJ�WKH
LPSOHPHQWDWLRQ�RI�WKH�6FKHPH�EHWZHHQ�WKH�¶2EMHFWLYH �·�UHJLRQ�RI�WKH�%RUGHU�0LGODQGV
DQG�:HVWHUQ��%0:��DQG�WKH�¶2EMHFWLYH ��LQ�7UDQVLWLRQ·�6RXWK�DQG�(DVW��6	(��UHJLRQ�

(;+,%,7�����5HJLRQDO�GLVWULEXWLRQ�RI�SURSRVDOV

$SSURYHG 'HIHUUHG 5HMHFWHG 7RWDO
1XPEHU�RI�SURSRVDOV �� � � ��
7RWDO�RI�JUDQWV�VRXJKW ¼������P ¼������P ����� ¼������P%0:

UHJLRQ
$YHUDJH�DPRXQW�RI�JUDQW�VRXJKW ¼������P ¼������P ����� ¼������P
1XPEHU�RI�SURSRVDOV �� � � ��
7RWDO�RI�JUDQWV�VRXJKW ¼������P ¼������P ¼������P ¼������P6	(

UHJLRQ
$YHUDJH�DPRXQW�RI�JUDQW�VRXJKW ¼������P ¼������P ¼������P ¼������P

�6285&(��,'$��6FKHPH�GDWDEDVH�

7ZR�VLJQLILFDQW�SRLQWV�HPHUJH�IURP�WKH�DQDO\VLV�

� L�H��FRPSDQLHV�ZLWK�QR�IRUPDO�5	'�XQLW���7KHVH�ZHUH�LGHQWLILHG�IURP�DQ�H[DPLQDWLRQ�RI�WKH�GRFXPHQWDWLRQ�IRU
HDFK�RI�WKH�SURSRVDOV�SXW�IRUZDUG�IRU�DSSURYDO�
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x *LYHQ�WKH�GLIIHUHQFH�LQ�SRSXODWLRQ�EHWZHHQ�WKH�WZR�UHJLRQV��WKH�%0:�UHJLRQ�KDV 

GRQH�UHPDUNDEO\�ZHOO�XQGHU�WKH�6FKHPH��LQ�WHUPV�RI�SURSRVDOV�VXEPLWWHG�DQG 

DSSURYHG��DQG�WKH�WRWDO�DPRXQW�RI�JUDQWV�VDQFWLRQHG���(YLGHQWO\�WKH�6FKHPH�KDV 

WKH�SRWHQWLDO�WR�PDNH�D�YHU\�SRVLWLYH�FRQWULEXWLRQ�WR�UHJLRQDO�GHYHORSPHQW 
REMHFWLYHV� 

x 7KH�DYHUDJH�VL]H�RI�JUDQWV�DSSURYHG�IRU�FRPSDQLHV�LQ�WKH�%0:�UHJLRQ�LV 

VXEVWDQWLDOO\�KLJKHU�WKDQ�IRU�WKRVH�LQ�WKH�6	(�UHJLRQ���,Q�SDUW�WKLV�UHIOHFWV�WKH 

KLJKHU�JUDQW�SHUFHQWDJH�DOORZHG�IRU�¶2EMHFWLYH �·�UHJLRQV�XQGHU�(8�UXOHV 

JRYHUQLQJ�6WDWH�$LGV��VHH�VHFWLRQ ����� 

7KH�6FKHPH�GDWDEDVH�SURYLGHV�LQIRUPDWLRQ�RQ�WKH�SODQQHG�GXUDWLRQ�IRU�PRVW�SURMHFWV� 
7KH�PDMRULW\�����RXW�RI����DSSURYDOV��DUH�VFKHGXOHG�WR�UXQ�IRU�WZR�WR�WKUHH�\HDUV���)RU 
MXVW�WKUHH�LW�LV�VKRUWHU��QDPHO\���RU��ô�\HDUV��DQG�IRU�WKH�UHPDLQLQJ�VL[�LW�LV�XQFOHDU� 

$OWKRXJK�WKH�GDWDEDVH�GRHV�QRW�LQFOXGH�DQ\�GDWD�RQ�DQWLFLSDWHG�DGGLWLRQDO�5	'�VWDII 
DV�D�UHVXOW�RI�WKH�SURMHFW��WKLV�LQIRUPDWLRQ�LV�SUHVHQW�LQ�WKH�SURSRVDO�GRFXPHQWDWLRQ 

IRU�DOO�EXW�RQH�RI�WKH�DSSURYHG�SURMHFWV���$FFRUGLQJ�WR�WKLV�LQIRUPDWLRQ��WKH�WKLUW\ 

SURMHFWV�FRQFHUQHG�SODQ�WR�HPSOR\�D�WRWDO�RI�����DGGLWLRQDO�5	'�VWDII� RYHU�WKH 

GXUDWLRQ�RI�WKHLU�JUDQW�VXSSRUWHG�SURMHFWV� 

)RU�HDFK�SURSRVDO�LQ�WKH�GDWDEDVH��WKH�DVVRFLDWHG�,'$�3URMHFW�([HFXWLYH�LV�LGHQWLILHG� 
([DPLQDWLRQ�RI�WKLV�LQIRUPDWLRQ�UHYHDOV�WKDW�IRXUWHHQ�GLIIHUHQW�3(V�ZHUH�DVVRFLDWHG 

ZLWK�WKH�WKLUW\�ILYH�SURSRVDOV�WKDW�ZHUH�VXEPLWWHG���0RUH�VXUSULVLQJO\��MXVW�IRXU�3(V 

DFFRXQWHG�IRU�QLQHWHHQ�RI�WKHVH��L�H������� 

([DPLQDWLRQ�RI�WKH�GDWD�RQ�GUDZGRZQV�UHYHDOV�WKDW�WHQ�RI�WKH�WKLUW\�RQH�FRPSDQLHV 

ZLWK�DSSURYHG�SURMHFWV�KDG�UHFHLYHG�SD\PHQWV�RI�SDUW�RI�WKHLU�JUDQWV�E\�WKH�HQG�RI 
�������7KHVH�SD\PHQWV�WRWDOHG�½���P��L�H�������RI�WKH�½����P�VR�IDU�DSSURYHG���7KLV 

UHODWLYHO\�ORZ�GUDZGRZQ�UDWH�DSSHDUV�WR�EH�GXH�WR�D�FRPELQDWLRQ�RI�UHDVRQV� 
x 7KH�FODLP�SURFHVV�LQYROYHV�FRQVLGHUDEOH�ZRUN�IRU�FRPSDQ\�ILQDQFLDO 

GHSDUWPHQWV��LQFOXGLQJ�DQ�DXGLWRU·V�FHUWLILFDWH�RI�SURMHFW�UHODWHG�FRVWV��DQG�WKH\ 

VRPHWLPHV�WUHDW�WKH�FODLP�ZLWK�UHODWLYHO\�ORZ�SULRULW\� 
x 6RPH�FRPSDQLHV�OHDYH�VXEPLVVLRQ�RI�JUDQW�FODLPV��XQGHU�WKLV�6FKHPH�DQG 

RWKHUV��WR�WKH�\HDU�HQG���:H�XQGHUVWDQG�IURP�WKH�,'$·V�*UDQW�3D\PHQWV 

'HSDUWPHQW�WKDW�D�QXPEHU�RI�FODLPV�ZHUH�UHFHLYHG�LQ�'HFHPEHU������DQG�ZHUH 

EHLQJ�GHDOW�ZLWK�DW�WKH�WLPH�RI�RXU�UHYLHZ� 
x ,Q�VRPH�FDVHV�WKHUH�LV�D�VLJQLILFDQW�SHULRG�EHWZHHQ�WKH�VXEPLVVLRQ�RI�D�FODLP 

DQG�D�SD\PHQW�EHLQJ�PDGH��GXH�WR�HUURUV�LQ�WKH�FODLP��H�J��WKH�LQFOXVLRQ�RI�QRQ� 
DOORZDEOH�FRVWV��RU�WR�WKH�QHHG�WR�FODULI\�VRPH�DVSHFWV�RI�WKH�FODLP� 

� 5HVHDUFKHUV�DQG�WHFKQLFLDQV���([FOXGHV�PDQDJHPHQW�DQG�VXSSRUW�VWDII� 
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5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW �� 

127(� 7KH�GDWD�DQDO\VLV�SUHVHQWHG�LQ�WKLV�&KDSWHU�GUDZV�RQ�WKUHH�VRXUFHV��DV 

GHVFULEHG�LQ�VHFWLRQ �����QDPHO\� 
x 7KH�GDWDEDVH�RI�SURSRVDOV�PDLQWDLQHG�E\�,'$·V�3ODQQLQJ�'LYLVLRQ� 
x 7KH�KDUG�FRS\�SURSRVDO�ILOHV�KHOG�E\�WKH�VDPH�'LYLVLRQ� 
x ,QIRUPDWLRQ�RQ�GUDZGRZQV�IURP�WKH�*UDQW�3D\PHQWV�8QLW� 

$V�WKLV�UHYLHZ�ZDV�QHDULQJ�FRPSOHWLRQ��KRZHYHU��ZH�KHDUG�E\�FKDQFH�RI�WZR�RWKHU 
FRPSDQLHV�WKDW�KDG�PDGH�DSSOLFDWLRQV�WKDW�KDG�SURJUHVVHG�WR�WKH�VWDJH�RI�KDYLQJ 

WHFKQLFDO�DVVHVVPHQWV�FDUULHG�RXW�EXW�ZKLFK�ZHUH�QRW�UHFRUGHG�LQ�WKH�DERYH�VRXUFHV� 
3UHVXPDEO\�WKHUH�KDG�EHHQ�D�ODVW�PLQXWH�GHFLVLRQ�QRW�WR�VXEPLW�WKHVH�IRU�DSSURYDO� 
/LPLWHG�IXUWKHU�LQYHVWLJDWLRQ�UHYHDOHG�WKDW�D�VLPLODU�VLWXDWLRQ�KDV�DULVHQ�LQ�DW�OHDVW 
WHQ�DSSOLFDWLRQV���:H�ZHUH�VXUSULVHG�E\�WKLV�ILQGLQJ���:H�KDG�XQGHUVWRRG�WKDW 
DSSOLFDWLRQV�WKDW�ZHUH�QRW�VXLWDEOH�IRU�WKH�6FKHPH�ZHUH�LGHQWLILHG�GXULQJ�GLVFXVVLRQV 

SULRU�WR�WKH�WHFKQLFDO�DVVHVVPHQW�DQG�HLWKHU�GURSSHG�E\�PXWXDO�DJUHHPHQW�RU�UH� 
GLUHFWHG�WR�WKH�57',�VFKHPH�LI�DSSURSULDWH� 

7KH�PRVW�REYLRXV�UHDVRQ�IRU�WKHVH�VLWXDWLRQV�DULVLQJ�ZRXOG�EH�WKDW�WKH�7HFKQLFDO 
$VVHVVRU·V�UHSRUW�ZDV�YHU\�QHJDWLYH���:H�IROORZHG�XS�EULHIO\�RQ�WKLV�SRVVLELOLW\�EXW�LW 
DSSHDUV�WKDW�WKLV�LV�JHQHUDOO\�QRW�WKH�FDVH� 

'XH�WR�WLPH�FRQVWUDLQWV�ZH�ZHUH�XQDEOH�WR�LQYHVWLJDWH�IXUWKHU�WKH�UHDVRQV�ZK\�WKHVH 

DSSOLFDWLRQV��DQG�SHUKDSV�RWKHUV��GLG�QRW�JR�IRUZDUG�IRU�DSSURYDO��RU�WR�LQWHUYLHZ�DQ\ 

RI�WKH�FRPSDQLHV�LQYROYHG���7KHLU�H[LVWHQFH�PD\�UHSUHVHQW�VRPH�LQKHUHQW�SUREOHP 

ZLWK�WKH�6FKHPH·V�RSHUDWLRQ�WKDW�ZH�KDYH�QRW�FRPH�DFURVV�LQ�RXU�UHYLHZ�RI�DSSURYHG 

DQG�GHIHUUHG�SURSRVDOV���$OWHUQDWLYHO\�WKH�UHDVRQV�IRU�WKHVH�SURSRVDOV�EHLQJ�GURSSHG 

PD\�EH�VSHFLILF�WR�HDFK�LQGLYLGXDO�FRPSDQ\��UDWKHU�WKDQ�EHLQJ�UHODWHG�WR�DQ\�DVSHFW�RI 
WKH�6FKHPH�LWVHOI���:H�KDYH�QR�VSHFLILF�HYLGHQFH�RQH�ZD\�RU�WKH�RWKHU���:H�WKHUHIRUH 

VXJJHVW�WKDW�WKH\�EH�V\VWHPDWLFDOO\�H[DPLQHG�E\�,'$�LQ�FDVH�WKHUH�DUH�XVHIXO�OHVVRQV 

WR�EH�OHDUQHG� 
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H �� 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW 

� 5HYLHZ�RI�'RFXPHQWDWLRQ 
,Q�WKLV�&KDSWHU�ZH�GLVFXVV�WKH�¶KDUG�FRS\·�GRFXPHQWDWLRQ�WKDW�LV�DYDLODEOH�RQ�WKH 

6FKHPH���7KLV�IDOOV�LQWR�WZR�GLVWLQFW�FDWHJRULHV���)LUVWO\��WKHUH�DUH�D�QXPEHU�RI 
GRFXPHQWV�WKDW�SURYLGH�JHQHUDO�LQIRUPDWLRQ�RQ�WKH�6FKHPH�²�LWV�RYHUDOO�GHVLJQ�DQG 

RSHUDWLQJ�PHWKRGV��LQFOXGLQJ�JXLGHOLQHV�IRU�FRPSDQLHV�DQG�IRU�3URMHFW�([HFXWLYHV� 
6HFRQGO\��WKHUH�LV�D�VHW�RI�ILOHV�FRQWDLQLQJ�WKH�GRFXPHQWV�WKDW�ZHUH�VXEPLWWHG�WR�WKH 

UHOHYDQW�DSSURYDO�ERG\�IRU�HDFK�RI�WKH�WKLUW\�ILYH�SURSRVDOV� 

��� *HQHUDO�'RFXPHQWDWLRQ�RQ�WKH�6FKHPH 
$V�QRWHG�LQ�VHFWLRQ �����WKHUH�DUH�QR�,'$�SURPRWLRQDO�EURFKXUHV�RQ�WKH 6FKHPH���7KH 

GRFXPHQWDWLRQ�WKDW�GRHV�H[LVW�RQ�WKH�6FKHPH�LQ�JHQHUDO�FRQVLVWV�RI�PDWHULDO�SUHSDUHG 

E\�WKH�,'$·V�3ODQQLQJ�'LYLVLRQ��SUHVXPDEO\�LQ�FRQVXOWDWLRQ�ZLWK�$JHQF\�FROOHDJXHV 

VXFK�DV�3URMHFW�([HFXWLYHV�LQYROYHG�LQ�LWV�RSHUDWLRQ� 

7KUHH�RI�WKHVH�GRFXPHQWV�DUH�GLUHFWO\�FRQFHUQHG�ZLWK�WKH�GD\�WR�GD\�RSHUDWLRQ�RI�WKH 

6FKHPH� 
x $�WZR�SDJH�VHW�RI�JXLGHOLQHV�IRU�FRPSDQLHV�RXWOLQLQJ�WKH�6FKHPH�DQG�LWV�DLPV� 

LQGLFDWLQJ�WKH�W\SHV�RI�SURMHFWV�WKDW�ZLOO�DQG�ZLOO�QRW�EH�VXSSRUWHG�DQG�SURYLGLQJ 

DQ�RYHUYLHZ�RI�WKH�W\SHV�RI�SURMHFW�FRVWV�WKDW�DUH�HOLJLEOH�IRU�JUDQW�DLG��VHH 

$QQH[ &� 
x 2SHUDWLQJ�JXLGHOLQHV�IRU�3URMHFW�([HFXWLYHV�RQ�LPSOHPHQWLQJ�WKH�6FKHPH��SOXV 

WKH�&RPSDQ\�$SSOLFDWLRQ�)RUP��LQ�ERWK�WKH�RULJLQDO�YHUVLRQ��WZR�SDJHV��DQG�D 

VXEVHTXHQW�UHYLVHG�DQG�HQODUJHG�YHUVLRQ��VHYHQ�SDJHV��SURGXFHG�IROORZLQJ�WKH 

SLORW�SKDVH�UHYLHZ���7KH�UHYLVHG�YHUVLRQ��ZKLFK�LV�VWLOO�FXUUHQWO\�LQ�XVH��LV 

SUHVHQWHG�LQ�$QQH[ %� 
x 5HILQHPHQWV�LQWURGXFHG�LQ�6XPPHU������WR�WKH�FULWHULD�IRU�GHFLGLQJ�RQ�WKH 

DSSURSULDWH�JUDQW�OHYHO�IRU�SURMHFWV��SDUWLFXODUO\�VRIWZDUH�RQHV��VHH�$QQH[ '� 

7KH�UHPDLQLQJ�JHQHUDO�6FKHPH�GRFXPHQWDWLRQ�FRQVLVWV�RI�VXEPLVVLRQV�WR�WKH�,'$·V 

0DQDJHPHQW�&RPPLWWHH�DQG�RU�%RDUG���,W�LQFOXGHV� 
x 3URSRVDOV�SUHSDUHG�LQ�$XWXPQ������DQG�6SULQJ������IRU�WKH�LQWURGXFWLRQ�RI�WKH 

6FKHPH�RQ�D�SLORW�EDVLV��ZLWK�DQ�RXWOLQH�RI�KRZ�LW�ZRXOG�RSHUDWH� 
x $�UHSRUW�RI�DQ�LQ�KRXVH�UHYLHZ�RI�WKH�SLORW�LQ�$XWXPQ������ZLWK�VXJJHVWLRQV�IRU 

VRPH�PLQRU�DGMXVWPHQWV� 

:H�IRXQG�WKH�GRFXPHQWDWLRQ�GHVFULEHG�DERYH�YHU\�XVHIXO�LQ�SURYLGLQJ�XV�ZLWK 

EDFNJURXQG�LQIRUPDWLRQ�RQ�WKH�6FKHPH�DQG�RQ�WKH�ZD\�LW�KDV�GHYHORSHG�RYHU�WLPH� 
:H�FRQVLGHU��KRZHYHU��WKDW�WKH�JXLGHOLQH�GRFXPHQWV��SDUWLFXODUO\�WKH�RQH�IRU 
FRPSDQLHV��FRXOG�XVHIXOO\�EH�H[SDQGHG�WR�JLYH�PRUH�GHWDLOHG�LQIRUPDWLRQ�RQ�WKH 

6FKHPH���7KLV�DVSHFW�LV�WDNHQ�XS�LQ�RXU�UHFRPPHQGDWLRQV��&KDSWHU����� 
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H 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW �� 

��� 7KH�3URSRVDO���3URMHFW�)LOHV 
$OO�,'$�ILOHV�RQ�WKH�DSSURYHG��GHIHUUHG�DQG�UHMHFWHG�SURMHFWV�ZHUH�H[DPLQHG�DQG 

UHYLHZHG���7KH�RYHUDOO�FRQFOXVLRQ�LV�WKDW�WKH�TXDOLW\�RI�DOO�ILOHV�LV�YHU\�KLJK���7KH\ 

LQFOXGH�H[WHQVLYH�DQG�UHOHYDQW�LQIRUPDWLRQ�²�ILQDQFLDO��FRPPHUFLDO�DQG�WHFKQLFDO���7KH 

TXDOLW\�RI�WKLV�LQIRUPDWLRQ��SURYLGHG�E\�WKH�,'$�3URMHFW�([HFXWLYHV�DQG�E\�WKH 

7HFKQLFDO�$VVHVVRUV�DSSRLQWHG�E\�(QWHUSULVH�,UHODQG��LV�H[FHOOHQW� 

2YHUDOO�WKH�LQIRUPDWLRQ�SURYLGHG�LQ�WKH�ILOHV�LV�ZHOO�SUHVHQWHG�DQG�DSSURSULDWH�WR�WKH 

QHHGV�RI�WKH�UHOHYDQW�DSSURYDO�ERG\���7KLV�IDFW�LV�DOVR�VXEVWDQWLDWHG�IURP�WKH 

LQWHUYLHZV�ZLWK�PHPEHUV�RI�WKH�,'$·V�%RDUG�DQG�0DQDJHPHQW�,QYHVWPHQW�&RPPLWWHH� 

7KH�EDFNJURXQG�RI�WKH�FOLHQW�FRPSDQ\�DQG�LWV�KLVWRU\�LQ�,UHODQG�LQFOXGLQJ�VWDII 
FKDQJHV�DQG�SUHYLRXV�JUDQW�LQYROYHPHQW�LV�YHU\�ZHOO�SUHVHQWHG� 

,Q�DOO�FDVHV�RI�DSSURYHG�SURMHFWV�WKHUH�LV�HLWKHU�WKH�LQLWLDWLRQ�RI�D�QHZ�5	'�DFWLYLW\ 

ZLWKLQ�WKH�FRPSDQ\�RU�D�PDMRU�VWHS�XS�LQ�WHFKQRORJ\�E\�WKRVH�FRPSDQLHV�DOUHDG\ 

HQJDJHG�LQ�5	'���1R�SURSRVDO�VXJJHVWHG�XQGHUWDNLQJ�IXQGDPHQWDO�UHVHDUFK���7KLV 

VKRXOG�QRW��KRZHYHU��EH�WDNHQ�DV�DQ�LQGLFDWLRQ�WKDW�QR�QHZ�WHFKQRORJ\�ZRXOG�EH 

JHQHUDWHG�E\�WKH�SURSRVDOV���,Q�IDFW�PDQ\�RI�WKH�SURSRVDOV�ZHUH�DLPHG�DW�GHYHORSLQJ 

IRUHIURQW�WHFKQRORJ\��LQ�VRPH�FDVHV�EXLOGLQJ�RQ�EDVLF�WHFKQRORJ\�ZKLFK�KDG�EHHQ 

HLWKHU�DFTXLUHG��RU�GHYHORSHG�LQ�RWKHU�FRPSDQ\�ODERUDWRULHV���7KH�TXDOLW\�RI�WKH 

SURMHFWV�SUHVHQWHG�LV�YHU\�KLJK�DQG�WKH\�FOHDUO\�ILW�ZLWK�RYHUDOO�FRPSDQ\�VWUDWHJ\���,W�LV 

DOVR�FOHDU�WKDW�WKHVH�SURMHFWV�DUH�VXSSRUWHG�E\�WKH�FOLHQW·V�FRUSRUDWH�HQWLW\� 

,W�LV�DOVR�FOHDU�IURP�WKH�ILOHV�WKDW��DV�WKH�6FKHPH�KDV�SURJUHVVHG�IURP�LWV�LQLWLDO�SLORW 
SKDVH��WKHUH�KDV�EHHQ�D�SHUFHSWLEOH�LPSURYHPHQW�LQ�WKH�JHQHUDO�TXDOLW\�RI�SURSRVDOV� 

7KH�FRPPHUFLDO�DQG�WHFKQLFDO�DVVHVVPHQWV�DUH�FOHDU�DQG�VKRZ�D�YHU\�SURIHVVLRQDO 
DSSURDFK���7KHVH�REVHUYDWLRQV�DUH�DOVR�VXSSRUWHG�E\�DOO�WKH�FRPSDQ\�LQWHUYLHZV��VHH 

VHFWLRQ ������LQFOXGLQJ�WKH�LQWHUYLHZ�ZLWK�WKH�VRXUFH�RI�WKH�FXUUHQWO\�GHIHUUHG 

DSSOLFDWLRQ���+RZHYHU��PRUH�HPSKDVLV�RQ�WKH�FDSDELOLW\�DQG�H[SHULHQFH�RI�VWDII� 
HVSHFLDOO\�WKH�PDQDJHPHQW�RI�QHZ�5	'�IXQFWLRQV��ZRXOG�EH�KHOSIXO�LQ�WKH�WHFKQLFDO 
DVVHVVPHQW�VHFWLRQ��WKHUHE\�LGHQWLI\LQJ�FDVHV�ZKHUH�VRPH�UHOHYDQW�WUDLQLQJ�PLJKW�EH 

EHQHILFLDO�� 

,Q�WKH�JUHDW�PDMRULW\�RI�FDVHV�WKH�SURMHFWV�DUH�YHU\�ZHOO�GHILQHG��ZLWK�FOHDU�PLOHVWRQHV� 
,Q�VRPH�FDVHV�WKH�PLOHVWRQHV�DUH�OHVV�FOHDU��SDUWLFXODUO\�DPRQJ�WKH�HDUOLHVW�IHZ 

SURMHFWV�LQ�WKH�6FKHPH·V�SLORW�SKDVH� 

� (QWHUSULVH�,UHODQG�RSHUDWHV�DQ�5	'�0DQDJHPHQW�7UDLQLQJ�6FKHPH��ZKLFK�LV�DOVR�XVHG�E\�,'$�IRU�LWV�FOLHQWV�
ZKHUH�DSSURSULDWH� 

���(YDOWHF��'XEOLQ ��0D\����� 



H �� 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW 

� ,QWHUYLHZ�)LQGLQJV 
7KLV�&KDSWHU�SUHVHQWV�WKH�NH\�SRLQWV�WKDW�HPHUJHG�GXULQJ�WKH�LQWHUYLHZV���7KH\�DUH 

JURXSHG�XQGHU�IRXU�KHDGLQJV��&RPSDQLHV��3URMHFW�([HFXWLYHV��7HFKQLFDO�$VVHVVRUV 

DQG�2WKHU�,QIRUPDQWV� 

$OO�LQWHUYLHZV�ZHUH�FRPPHQFHG�ZLWK�D�EULHI�LQWURGXFWLRQ�LQ�ZKLFK�ZH�RXWOLQHG�WKH 

EDFNJURXQG�WR�WKH�UHYLHZ��LWV�DLPV�DQG�PHWKRGRORJ\���,Q�DGGLWLRQ�DOO�LQWHUYLHZHHV�ZHUH 

JLYHQ�DVVXUDQFHV�UHJDUGLQJ�WKH�FRQILGHQWLDOLW\�RI�WKHLU�UHVSRQVHV�DQG�FRPPHQWV� 

��� &RPSDQLHV 
,QWHUYLHZV�ZHUH�KHOG�ZLWK�WZHOYH�FRPSDQLHV�WKDW�KDYH�SURMHFWV�FXUUHQWO\�UXQQLQJ 

XQGHU�WKH�6FKHPH���7KHVH�ZHUH�VHOHFWHG�WR�HQFRPSDVV�D�UDQJH�RI�WHFKQRORJ\�VHFWRUV� 
ODUJH�DQG�VPDOO�FRPSDQLHV��HDUO\�DQG�UHFHQW�SDUWLFLSDQWV��FRPSDQLHV�QHZ�WR�5	'�DQG 

RWKHUV�DOUHDG\�KHDYLO\�LQYROYHG� 

7KH�LQWHUYLHZV�HQFRPSDVVHG�WKH�IROORZLQJ�WRSLFV� 
x 6FKHPH�SURPRWLRQ�DQG�SXEOLFLW\� 
x 7KH�DSSOLFDWLRQ�DQG�DSSURYDO�SURFHVV� 
x 'UDZGRZQ�DQG�SD\PHQW�SURFHGXUHV� 
x 2YHUYLHZ�RI�WKH�5	'�SURMHFW�V�� 
x )LW�ZLWK�GHYHORSPHQW�VWUDWHJ\��ORFDO�FRPSDQ\�DQG�FRUSRUDWH�� 
x &XUUHQW�SURMHFW�VWDWXV� 
x ,GHDV�IRU�LPSURYLQJ�WKH�6FKHPH� 

7KH�PRVW�VLJQLILFDQW�ILQGLQJV�IURP�WKHVH�LQWHUYLHZV�ZHUH�DV�IROORZV� 
x $OO�RI�WKH�FRPSDQLHV�LQWHUYLHZHG�ZHUH�FRQILGHQW�WKDW�WKH�UHVXOWV�RI�WKH�5	' 

VXSSRUWHG�E\�WKH�6FKHPH�ZRXOG��LI�VXFFHVVIXO��EH�FRPPHUFLDOLVHG�E\�WKH�,ULVK 

FRPSDQ\��DW�OHDVW�LQLWLDOO\���)XUWKHUPRUH��WKH\�FRQVLGHUHG�WKDW�WKH�SURMHFWV�ZHUH 

KLJKO\�LPSRUWDQW�IRU�WKH�IXWXUH�VXFFHVV�RI�WKH�,ULVK�HQWLW\��SDUWLFXODUO\�EHFDXVH 

FRQWLQXDWLRQ�RI�VRPH�RI�WKHLU�FXUUHQW�RSHUDWLRQV�ZDV�XQGHU�WKUHDW�IURP�ORZHU 
FRVW�FRXQWULHV� 

x $OO�LQWHUYLHZHHV�VWUHVVHG�WKH�KLJK�OHYHO�RI�LQWUD�FRPSDQ\�FRPSHWLWLRQ�IRU�QHZ 

SURMHFWV���7KH\�DOO�FRQVLGHUHG�WKDW�WKH�OLNHO\�DYDLODELOLW\�RI�DQ�5	'�&DSDELOLW\ 

*UDQW�ZDV�D�VLJQLILFDQW�IDFWRU��EXW�E\�QR�PHDQV�WKH�RQO\�RQH��LQ�WKH�FRUSRUDWH 

GHFLVLRQ�WR�SURFHHG�ZLWK�WKH�DFWLYLW\�LQ�,UHODQG��UDWKHU�WKDQ�DW�WKHLU�PDLQ�5	' 

IDFLOLW\�RU�DW�D�VXEVLGLDU\�HOVHZKHUH���,Q�SDUWLFXODU��WKH�6FKHPH�SURYLGHG�D�¶SURS· 
IRU�ORFDO�PDQDJHPHQW�WR�DSSURDFK�KHDGTXDUWHUV�ZLWK�WKHLU�5	'�LGHDV�DQG 
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KHOSHG�WR�SHUVXDGH�FRUSRUDWH�PDQDJHPHQW�WKDW�WKH�,ULVK�*RYHUQPHQW�KDV�PDGH 

D�VHULRXV�FRPPLWPHQW�WR�VXSSRUWLQJ�5	'�DFWLYLWLHV�KHUH� 
x 7KH�EUHYLW\�RI�WKH�&RPSDQ\�$SSOLFDWLRQ�)RUP�ZDV�DSSUHFLDWHG�E\�DOO�WZHOYH 

LQWHUYLHZHHV���%XW�DOO�RI�WKHP�H[SUHVVHG�RQH�RU�PRUH�DUHDV�RI�GLVVDWLVIDFWLRQ 

ZLWK�RWKHU�DVSHFWV�RI�WKH�DSSOLFDWLRQ�DQG�DSSURYDO�SURFHVV���7KH�LVVXHV�LQYROYHG 

DUH�GHVFULEHG�EHORZ� 
x 'HVSLWH�WKHVH�GLIILFXOWLHV��WKH�FRPSDQLHV�H[SUHVVHG�DSSUHFLDWLRQ�RI�WKH�KHOS 

SURYLGHG�E\�WKH�3URMHFW�([HFXWLYHV�DQG�WKH�IOH[LELOLW\�RI�WKH�,'$�LQ�GHDOLQJ�ZLWK 

SUREOHPV���7KHUH�ZDV�YHU\�KLJK�SUDLVH�IURP�DOO�WKH�LQWHUYLHZHG�FRPSDQLHV�IRU�WKH 

WHFKQLFDO�DVVHVVPHQW�SURFHVV��SDUWLFXODUO\�WKH�SURIHVVLRQDO�DSSURDFK�DQG 

WHFKQLFDO�FRPSHWHQFH�RI�WKH�$VVHVVRUV��HYHQ�IURP�FRPSDQLHV�ZKR�KDG�VRPH 

FRVWV�RU�HQWLUH�5	'�SURMHFWV�GLVDOORZHG�DW�WKLV�VWDJH� 
x 1RQH�RI�WKH�FRPSDQLHV�H[SUHVVHG�DQ\�GLIILFXOWLHV�UHJDUGLQJ�WKH�LQFOXVLRQ�RI�RQH 

RU�PRUH�VSHFLILF�5	'�SURMHFWV�LQ�WKH�SURSRVDO���7KHVH�DUH�QHHGHG�DQ\ZD\�ZKHQ 

VHHNLQJ�FRUSRUDWH�DSSURYDO�IRU�WKH�SURSRVDO�DQG�DVVRFLDWHG�IXQGLQJ���7KH�OLQNLQJ 

RI�¶PLOHVWRQHV·��DQG�WKHUHIRUH�GUDZGRZQV��WR�5	'�SURMHFW�RXWFRPHV�ZDV� 
KRZHYHU��FRQVLGHUHG�XQUHDOLVWLF�E\�DOO�FRPSDQLHV���7KH\�FRPPHQWHG�WKDW�SURMHFW 
VXFFHVV�LV�XQFHUWDLQ�DQG�WKDW�5	'�SULRULWLHV�FDQ�FKDQJH�XQH[SHFWHGO\� 

x 7HQ�RI�WKH�WZHOYH�FRPSDQLHV�VWDWHG�WKDW�WKH�LPSOHPHQWDWLRQ�RI�WKHLU�SURMHFWV�ZDV 

HLWKHU�RQ��RU�DKHDG�RI��WKHLU�SODQQHG�VFKHGXOH���7KH�RWKHU�WZR�²�ERWK�UHFHQW 
DSSURYDOV�²�ZHUH�D�OLWWOH�EHKLQG�EXW�DQWLFLSDWHG�FDWFKLQJ�XS�ZLWKLQ�WKH�QH[W�VL[ 

PRQWKV� 

,Q�DGGLWLRQ�WR�WKH�DERYH�NH\�ILQGLQJV��D�ZLGH�UDQJH�RI�PRUH�GHWDLOHG�SRLQWV�HPHUJHG 

GXULQJ�WKH�FRXUVH�RI�RXU�LQWHUYLHZV� 
x :LWK�QLQH�RI�WKH�FRPSDQLHV��WKH�SURMHFW�LQYROYHG�D�VXEVWDQWLDO�HQKDQFHPHQW�RI 

H[LVWLQJ�5	'�DFWLYLWLHV�LQ�,UHODQG��IRFXVVHG�RQ�SURGXFWV��VHUYLFHV�RU�WHFKQRORJLHV 

WKDW�ZHUH�QHZ�WR�WKH�FRPSDQ\� 
x )RU�WKH�RWKHU�WKUHH�LW�LQYROYHG�WKH�HVWDEOLVKPHQW�RI�DQ�5	'�IDFLOLW\�ZKHUH�QRQH 

KDG�H[LVWHG�EHIRUH� 
x ,Q�DOO�FDVHV�WKH�FRQFHSW�RI�WKH�QHZ�RU�HQKDQFHG�5	'�DFWLYLW\�H[LVWHG��HLWKHU�LQ 

WKH�ORFDO�HQWLW\�RU�WKH�SDUHQW��EHIRUH�WKH�FRPSDQ\�EHFDPH�DZDUH�RI�WKH�6FKHPH� 
EXW�QR�FRUSRUDWH�GHFLVLRQV�KDG�EHHQ�WDNHQ�DV�WR�ZKHWKHU�WR�SURFHHG�DQG��LI�VR� 
LQ�ZKLFK�FRXQWU\�WKH�DFWLYLW\�VKRXOG�EH�ORFDWHG� 

x )RU�D�IHZ�FRPSDQLHV�WKH�H[LVWHQFH�RI�WKH�6FKHPH�JDYH�WKHP�D�EDVLV�WR�SXUVXH 

WKHLU�5	'�LGHDV�E\�SURYLGLQJ�D�¶OHDG�LQ·�IRU�WKHP�WR�DSSURDFK�FRUSRUDWH 

PDQDJHPHQW�ZLWK�WKHLU�LGHDV�DQG�SURSRVDOV�IRU�WKH�5	'�DFWLYLW\� 
x 1LQH�RI�WKH�FRPSDQLHV�ILUVW�KHDUG�DERXW�WKH�6FKHPH�IURP�WKH�3URMHFW�([HFXWLYH� 

7KH�RWKHU�WKUHH�IRXQG�RXW�DERXW�LW�E\�RWKHU�PHDQV� 
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x 7KUHH�FRPSDQLHV�FODLPHG�WKDW�LI�WKH\�KDG�NQRZQ�DERXW�WKH�6FKHPH�HDUOLHU�LW 
ZRXOG�KDYH�DOORZHG�WKHP�WR�DGYDQFH�WKHLU�LGHDV�VRRQHU�DQG�WKHUHIRUH�OHG�WR�WKH 

IDVWHU�FUHDWLRQ�RI�WKH�QHZ�RU�HQKDQFHG�5	'�FDSDELOLW\� 
x 6HYHUDO�LQWHUYLHZHHV�ZHUH�VXUSULVHG�ZKHQ��KDYLQJ�FRPSOHWHG�WKH�FRPPHQGDEO\ 

VKRUW�&RPSDQ\�$SSOLFDWLRQ�)RUP��WKH\�ZHUH�VXEVHTXHQWO\�DVNHG�IRU�PXFK�PRUH 

GHWDLOHG�LQIRUPDWLRQ���,Q�SDUWLFXODU�WKH\�ZHUH�XQKDSS\�DERXW�WKH�QHHG�WR�SURYLGH 

ILQDQFLDO�LQIRUPDWLRQ�LQ�YDU\LQJ�IRUPDWV�DW�YDULRXV�VWDJHV�RI�WKH�DSSOLFDWLRQ�DQG 

FODLPV�SURFHVVHV��SDUWLFXODUO\�EHFDXVH�WKHLU�RZQ�ILQDQFLDO�UHSRUWLQJ�LV�GLIIHUHQW� 
x 6HYHUDO�FRPSDQLHV�H[SHULHQFHG�GLIILFXOWLHV�DQG�GHOD\V�LQ�WKH�DSSOLFDWLRQ�SURFHVV 

GXH�WR�XQFHUWDLQWLHV�DV�WR�ZKDW�FRVWV�FRXOG�EH�LQFOXGHG�IRU�JUDQW�SXUSRVHV�DQG 

ZKDW�FRXOG�QRW���7ZR�FRPSDQLHV�KDG�IXUWKHU�GLIILFXOWLHV�LQ�WKLV�UHJDUG�DIWHU 
VXEPLWWLQJ�FODLPV�IRU�SD\PHQW� 

x ,W�DSSHDUHG�WR�D�IHZ�LQWHUYLHZHHV�WKDW�WKH�3URMHFW�([HFXWLYHV�ZHUH�XQFOHDU�RQ 

DVSHFWV�RI�WKH�6FKHPH��VXFK�DV�DOORZDEOH�FRVWV�DQG�WKH�EUHDNGRZQV�QHHGHG�RQ 

FRPSDQ\�ILQDQFLDO�LQIRUPDWLRQ���7KLV�UHVXOWHG�LQ�PXOWLSOH�YLVLWV�EHLQJ�QHHGHG�WR 

SURJUHVV�WKH�DSSOLFDWLRQ� 
x )RU�WKUHH�FRPSDQLHV�WKH�FRVWV�RI�HTXLSPHQW�WKDW�ZLOO�EH�XVHG�IRU�GHYHORSLQJ 

SURWRW\SHV�DQG�SLORW�VFDOH�SURGXFWLRQ�ZHUH�GLVDOORZHG�RQ�WKH�JURXQGV�WKDW�LW�LV 

OLNHO\�WR�EH�XVHG�IRU�FRPPHUFLDO�SURGXFWLRQ�ZLWKLQ���\HDUV���7KH\�FRQVLGHUHG�WKLV 

WR�EH�XQUHDVRQDEOH�VLQFH�LQ�VRPH�VHFWRUV��VXFK�DV�SKDUPDFHXWLFDOV�DQG�PHGLFDO 
GHYLFHV��SLORW�VFDOH�SURGXFWLRQ�LV�SDUW�RI�WKH�GHYHORSPHQW�SURFHVV��H�J��WR�VHHN 

)'$�DSSURYDO����$SSURYDOV�DUH�LQYDOLGDWHG�LI�WKH�SURGXFWLRQ�SURFHVVHV�RU 
HTXLSPHQW�DUH�FKDQJHG� 

x 7KH�UHTXLUHPHQW�IRU�LQWHOOHFWXDO�SURSHUW\�WR�EH�UHWDLQHG�LQ�,UHODQG�ZDV�D�PDMRU 
SUREOHP�IRU�WKUHH�FRPSDQLHV����)XUWKHUPRUH��LW�RQO\�EHFRPHV�HYLGHQW�DW�WKH 

FRQWUDFW�VWDJH���,Q�RQH�FDVH�WKH�ILQDO�FRQWUDFW�IRU�WKH�SURMHFW�KDV�VWLOO�QRW�EHHQ 

VLJQHG��RYHU�D�\HDU�DIWHU�DSSURYDO��GXH�WR�WKLV�SUREOHP� 
x 7KHUH�ZHUH�VWURQJ�IHHOLQJV�H[SUHVVHG�E\�WKH�JUHDW�PDMRULW\�RI�FRPSDQLHV�WKDW 

FOHDU�DQG�FRPSUHKHQVLYH�ZULWWHQ�JXLGHOLQHV�DUH�QHHGHG��ERWK�IRU�FRPSDQLHV�DQG 

IRU�3URMHFW�([HFXWLYHV� 
x 6RPH�VXJJHVWHG�WKDW�WKH�LQIRUPDWLRQ�DQG�JXLGHOLQHV�SURYLGHG�WR�FRPSDQLHV 

VKRXOG�HQFRPSDVV�RWKHU�VXSSRUWV�UHOHYDQW�WR�FRPSDQ\�5	'��VXFK�DV�57',�DQG 

WKH�LQLWLDWLYHV�UHFHQWO\�LQWURGXFHG�E\�6FLHQFH�)RXQGDWLRQ�,UHODQG� 
x 0RVW�FRPSDQLHV�FRPPHQWHG�WKDW�LW�WRRN�PXFK�WRR�ORQJ�WR�JHW�WKURXJK�WKH 

DSSOLFDWLRQ�SURFHVV��ILIWHHQ�PRQWKV�LQ�RQH�FDVH����7KLV�IDLOV�WR�UHFRJQLVH�WKH�¶UHDO 
ZRUOG·��ZKHUH�FRPSDQLHV�KDYH�WR�SURFHHG�TXLFNO\�ZLWK�WKH�SODQ�DQG�SURMHFWV 

� $OO�WKUHH�FRPSDQLHV�KDG�SDVVHG�WKURXJK�WKH DSSOLFDWLRQ�SURFHVV�EHIRUH�WKH�LQWURGXFWLRQ��LQ�-XQH�������RI�WKH 
µ)UDPHZRUN�IRU�'HWHUPLQLQJ�WKH�$SSURSULDWH�/HYHO�RI�*UDQW�$LG¶��VHH�VHFWLRQ ����DQG�$QQH[ '���ZKLFK�LQGLFDWHG 
WKDW�UHWHQWLRQ�RI�,3�LQ�,UHODQG��DOWKRXJK�SUHIHUDEOH��LV�QRW�DQ�HVVHQWLDO�UHTXLUHPHQW� 
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DIWHU�WKH�FRUSRUDWH�GHFLVLRQ�KDV�EHHQ�PDGH��EXW�EHIRUH�JUDQW�DSSURYDO 
PDWHULDOLVHV� 

x 'HOD\V�LQ�WKH�DSSOLFDWLRQ�SURFHVV�KDYH��LQ�WXUQ��JLYHQ�ULVH�WR�GLIILFXOWLHV�ZLWK 

UHWURVSHFWLRQ��SDUWLFXODUO\�ZKHUH�WKH�SURMHFW�LQYROYHV�VLJQLILFDQW�FDSLWDO 
H[SHQGLWXUH�HDUO\�RQ� 

x 7KUHH�FRPSDQLHV�H[SUHVVHG�D�SHUFHSWLRQ�WKDW�WKH\�ZHUH�GHDOLQJ�ZLWK�D�VHULHV�RI 
VHSDUDWH�$JHQF\�LQGLYLGXDOV��ZLWK�OLWWOH�RU�QR�LQWHU�FRPPXQLFDWLRQ��DW�GLIIHUHQW 
VWDJHV�RI�WKH�DSSOLFDWLRQ��DSSURYDO��FRQWUDFW�DQG�GUDZGRZQ�SURFHVVHV� 

x :KLOH�LQ�JHQHUDO�WKH�,'$�LV�VHHQ�DV�YHU\�IOH[LEOH�LQ�DOORZLQJ�IRU�SURMHFW�FKDQJHV� 
FRPSDQLHV�ILQG�WKDW�WKLV�LQYROYHV�D�ORW�RI�SDSHUZRUN��GLVFXVVLRQ�DQG�GHOD\V� 

x 7ZR�FRPSDQLHV�WKRXJKW�WKDW�WKH�VL]H�RI�WKH�&DSDELOLW\�*UDQW�ZDV�YHU\�VPDOO 
FRPSDUHG�ZLWK�WKH�LQYHVWPHQW�EHLQJ�PDGH�E\�WKH�FRPSDQ\� 

x )RXU�FRPSDQLHV�ZHUH�FRQFHUQHG�DERXW�WKH�ORQJHU�WHUP�JRYHUQPHQW�VXSSRUW�IRU 
5	'�LQ�WKH�FRXQWU\���7KH�IHHOLQJ�ZDV�H[SUHVVHG�WKDW��KDYLQJ�VWDUWHG�GRZQ�WKH 

URDG�RI�5	'�ZLWK�&DSDELOLW\�*UDQW�VXSSRUW��WKH\�PLJKW�EHFRPH�YXOQHUDEOH 

EHFDXVH�RI�PDQSRZHU�FRVWV�DQG�WKH�5	'�GLVLQFHQWLYH�RI�WKH�ORZ�FRUSRUDWH�WD[ 

UHJLPH� 
2QH�FRPSDQ\�ZKRVH�SURSRVDO�ZDV�GHIHUUHG�E\�WKH�,'$·V�0DQDJHPHQW�,QYHVWPHQW 
&RPPLWWHH�ZDV�DOVR�LQWHUYLHZHG��ZLWK�WKH�IROORZLQJ�SRLQWV�HPHUJLQJ� 

x ,QLWLDO�GLVFXVVLRQV�RQ�WKH�SURSRVDO�ZHUH�ILQH���7KH�FRPSDQ\�ZDV�LQIRUPHG�WKDW 
JUDQW�DSSURYDO�ZDV�YHU\�OLNHO\��EXW�QRW�FHUWDLQ���2Q�WKLV�EDVLV�WKH�FRPSDQ\ 

DSSURDFKHG�FRUSRUDWH�PDQDJHPHQW�IRU�D�GHFLVLRQ�WR�SURFHHG�DQG�IXQGLQJ 

DSSURYDO���7KHVH�ZHUH�JLYHQ� 
x 7KH�FRPSDQ\�FRQVLGHUV�WKDW��DW�WKLV�VWDJH��WKH�SRWHQWLDO�JUDQW�ZDV�RI�PDMRU�KHOS 

WRZDUGV�REWDLQLQJ�FRUSRUDWH�VXSSRUW�DQG�HQKDQFHG�WKH�RYHUDOO�FUHGLELOLW\�RI 
,UHODQG�DV�D�SODFH�WR�GR�IXUWKHU�GHYHORSPHQW� 

x 7KHUHDIWHU�SURJUHVV�ZDV�VORZ��PDLQO\�GXH�WR�VHYHUDO�VXFFHVVLYH�UHTXHVWV�IRU 
GLIIHULQJ�EUHDNGRZQV�RI�ILQDQFLDO�LQIRUPDWLRQ���(LJKW�PRQWKV�DIWHU�FRPPHQFLQJ 

WKH�DSSOLFDWLRQ�SURFHVV�WKH�FRPSDQ\�ZDV�LQIRUPHG�WKDW�WKH�SURSRVDO�ZDV�EHLQJ 

SXW�IRUZDUG�IRU�DSSURYDO� 
x $IWHU�D�IXUWKHU�ILYH�PRQWKV�WKH\�UHFHLYHG�D�OHWWHU�VHHNLQJ�PRUH�LQIRUPDWLRQ�RQ 

WKHLU�ILQDQFLDO�VLWXDWLRQ��ZKLFK�WKH\�VXSSOLHG���6LQFH�WKHQ�WKH\�KDYH�KDG�QR 

IXUWKHU�IHHGEDFN�IURP�,'$����,Q�WKH�PHDQWLPH�WKH�FRPSDQ\�KDV�SURFHHGHG�ZLWK 

D�YHU\�OLPLWHG�LPSOHPHQWDWLRQ�RI�RQH�RI�WKHLU�LQWHQGHG�5	'�SURMHFWV��FRQVLGHUHG 

YLWDO�WR�WKHLU�IXWXUH� 

� :H�KDYH�VLQFH�KHDUG�WKDW�WKH�,'$�3URMHFW�([HFXWLYH�KDV�EHHQ�LQ�FRQWDFW�ZLWK�WKH�FRPSDQ\���$�PHHWLQJ�KDV�EHHQ 
DUUDQJHG�ZLWK�D�YLHZ�WR�UH�VXEPLWWLQJ�WKH�SURSRVDO��SRVVLEO\�ZLWK�VRPH�PLQRU�UHYLVLRQV� 
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x $V�D�UHVXOW�RI�WKHVH�SUREOHPV�WKH�,ULVK�FRPSDQ\�PDQDJHPHQW�KDV�ORVW�PXFK 

FUHGLELOLW\�ZLWK�FRUSRUDWH�PDQDJHPHQW�DQG�WKH\�DUH�FRQFHUQHG�WKDW�IXWXUH�5	' 

DFWLYLWLHV�PD\�QRW�EH�ORFDWHG�KHUH� 

��� 3URMHFW�([HFXWLYHV 
7HQ�3URMHFW�([HFXWLYHV�DQG�RQH�'HSDUWPHQW�0DQDJHU�ZHUH�LQWHUYLHZHG�LQ�RUGHU�WR�ILQG 

RXW�DERXW�WKHLU�H[SHULHQFHV�ZLWK�WKH�6FKHPH��WKHLU�YLHZV�RQ�LWV�VLJQLILFDQFH�LQ�WKH 

GHYHORSPHQW�RI�WKH�SDUWLFLSDWLQJ�FRPSDQLHV�DQG�WKHLU�FRPPHQWV�RQ�LWV 

LPSOHPHQWDWLRQ� 

$V�IDU�DV�SRVVLEOH�WKH�3URMHFW�([HFXWLYHV�LQWHUYLHZHG�ZHUH�WKRVH�LQYROYHG�LQ�SUHSDULQJ 

WKH�SURSRVDOV�IRU�WKH�FRPSDQLHV�WKDW�ZH�KDG�DOUHDG\�VHOHFWHG�IRU�LQWHUYLHZ��VHH 

VHFWLRQ �������,Q�VRPH�FDVHV��KRZHYHU��WKH�UHOHYDQW�3(�ZDV�QRW�DYDLODEOH��H�J��KDG 

FKDQJHG�MRE��PRYHG�RYHUVHDV��HWF���VR�ZH�LQWHUYLHZHG�WKH�3(�FXUUHQWO\�GHDOLQJ�ZLWK 

WKH�FRPSDQ\�FRQFHUQHG���7KH�PDLQ�ILQGLQJV�IURP�WKLV�LQWHUYLHZ�SURFHVV�ZHUH� 
x 7KHUH�DUH�GLIIHULQJ�YLHZV�UHJDUGLQJ�SURPRWLRQ�RI�WKH�6FKHPH���)LYH�FRQVLGHUHG 

WKH�FXUUHQW�DUUDQJHPHQWV�WR�EH�WKH�PRVW�DSSURSULDWH��LQ�RUGHU�WR�PLQLPLVH 

XQVXLWDEOH�DSSOLFDWLRQV���7KH�RWKHU�VL[�IDYRXUHG�ZLGHU�SURPRWLRQ�RI�WKH�6FKHPH 

YLD�EURFKXUHV�DQG�WKH�$JHQF\·V�ZHE�VLWH���7KUHH�RI�WKHVH�DGGHG�WKDW�DQ\ 

SURPRWLRQDO�PDWHULDO�VKRXOG�HPSKDVLVH�WKH�QHHG�IRU�LQWHUHVWHG�FRPSDQLHV�WR 

VWDUW�E\�FRQWDFWLQJ�WKHLU�3(� 
x 2QH�LQWHUYLHZHH�VXJJHVWHG�WKH�ZRUG�¶VFKHPH·�KDV�VRPHZKDW�QHJDWLYH 

FRQQRWDWLRQV�ZLWK�PDQ\�$PHULFDQV��L�H��VXJJHVWLQJ�VRPHWKLQJ�D�ELW�XQGHUKDQG� 
DQG�VKRXOG�WKHUHIRUH�EH�FKDQJHG� 

x 7KHUH�ZDV�UHDVRQDEOH�VDWLVIDFWLRQ�ZLWK�WKH�FXUUHQW�YHUVLRQ�RI�WKH�RSHUDWLQJ 

JXLGHOLQHV�IRU�3URMHFW�([HFXWLYHV���)LYH�LQWHUYLHZHHV�GLG��KRZHYHU��VD\�WKDW�WKH\ 

ZRXOG�DSSUHFLDWH�PRUH�GHWDLO�RQ�LVVXHV�WKDW�WHQG�WR�DULVH�GXULQJ�GHYHORSPHQW�RI 
SURSRVDOV��VXFK�DV�DOORZDEOH�FRVWV�DQG�WKH�WUHDWPHQW�RI�VWDII�WUDQVIHUULQJ�IURP 

H[LVWLQJ�IXQFWLRQV�LQ�WKH�FRPSDQ\��DQG�D�FOHDU�GHILQLWLRQ�RI�WKH�UHTXLUHG 

ILQDQFLDO�EUHDNGRZQV� 
x 7ZR�3(V�KDG�HDFK�GHDOW�ZLWK�DQ�DSSOLFDWLRQ��LQLWLDOO\�VXEPLWWHG�XQGHU�WKLV 

6FKHPH��WKDW�KDG�WXUQHG�RXW�GXULQJ�GLVFXVVLRQV�ZLWK�WKH�FRPSDQ\�WR�EH�PRUH 

VXLWHG�WR�57',��DQG�KDG�EHHQ�UH�GLUHFWHG�DFFRUGLQJO\��UHFHLYLQJ�57',�JUDQW 
DSSURYDO�LQ�ERWK�FDVHV����1RQH�KDG�EHHQ�LQYROYHG�LQ�DQ\�SURSRVDOV�WKDW�KDG�EHHQ 

UH�GLUHFWHG�IURP�57',�WR�WKH�5	'�&DSDELOLW\�6FKHPH� 
x 0RVW�RI�WKH�3(V�UHJDUG�WKH�6FKHPH�DV�EHLQJ�D�OLWWOH�PRUH�GLIILFXOW�WR�RSHUDWH 

WKDQ�57',�DQG�FRQVLGHUDEO\�PRUH�VR�WKDQ�RWKHU�JUDQW�VFKHPHV��VXFK�DV�WKRVH 

IRU�FDSLWDO�DQG�HPSOR\PHQW���5HDVRQV�JLYHQ�IRU�WKLV�YLHZ�ZHUH���D��WKHLU 
LQGLYLGXDO�ODFN�RI�H[SHULHQFH�ZLWK�WKH�6FKHPH���E��DQ�LPSUHVVLRQ�WKDW�WKH 
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DSSURYDO�FULWHULD�DQG�WKH�LQIRUPDWLRQ�UHTXLUHG�LQ�SURSRVDOV�ZHUH�QRW�ILUPO\ 

HVWDEOLVKHG�DQG�DSSHDUHG�WR�EH�VRPHZKDW�YDULDEOH���F��WKH�UHTXLUHPHQW�WR 

LQYROYH�DQ�¶RXWVLGH�SDUW\·��L�H��D�7HFKQLFDO�$VVHVVRU� 
x &RQFHUQV�UHYHUEHUDWH�DURXQG�WKH�3URMHFW�([HFXWLYH�FRPPXQLW\�RQ�WKH�UDUH 

RFFDVLRQV�ZKHQ�D�SURMHFW�GRHV�QRW�JHW�DSSURYHG���7KHVH�HYHQWV�UHLQIRUFH�WKHLU 
LPSUHVVLRQV�RI�XQFHUWDLQW\�DV�WR�WKH�PDLQ�LVVXHV�WKDW�WKH�0DQDJHPHQW 
,QYHVWPHQW�&RPPLWWHH�RU�%RDUG�DUH�OLNHO\�WR�IRFXV�RQ� 

x 3URMHFW�([HFXWLYHV�FRQVLGHU�WKDW�WKHUH�LV�D�GHJUHH�RI�SHUVRQDO�¶NXGRV·�IURP 

KDYLQJ�D�SURSRVDO�DSSURYHG��XQGHU�WKLV�6FKHPH�RU�DQ\�RWKHU��ZKLFK�GRHV�QR 

KDUP�WR�WKHLU�FDUHHU�GHYHORSPHQW�SURVSHFWV���3URSRVDOV�WKDW�IDLO�WR�JHW�DSSURYHG 

DUH�SHUFHLYHG�DV�KDYLQJ�D�FRUUHVSRQGLQJ�QHJDWLYH�HIIHFW� 
x 7KUHH�LQWHUYLHZHHV�FRQVLGHUHG�WKDW�WKHUH�ZHUH�VLJQLILFDQW�YDULDWLRQV�LQ�WKH 

GHJUHH�RI�HQWKXVLDVP�IRU�WKH�6FKHPH�DPRQJ�WKHLU�FROOHDJXHV� 
x 1RQH�RI�WKRVH�LQWHUYLHZHG�KDV�H[SHULHQFHG�DQ\�SUREOHPV�ZLWK�WKH�WHFKQLFDO 

DVVHVVPHQW�SURFHVV���7KHUH�ZHUH�QR�XQGXH�GHOD\V�LQ�FDUU\LQJ�RXW�WKH 

DVVHVVPHQW�RU�SURYLGLQJ�WKH�UHSRUW�DQG�WKH�TXDOLW\�RI�WKH�LQGLYLGXDOV�LQYROYHG� 
DQG�RI�WKHLU�UHSRUWV��ZDV�FRQVLGHUHG�WR�EH�YHU\�JRRG� 

x 7KHUH�DUH�GLIIHULQJ�YLHZV�RQ�H[WHQW�WR�ZKLFK�7HFKQLFDO�$VVHVVRUV�VKRXOG�EH 

LQYROYHG� 
�	 )RXU�3(V�KDYH�VRXJKW�WKH�HDUO\�LQYROYHPHQW�RI�D�7HFKQLFDO�$VVHVVRU�DV�WKH\ 

FRQVLGHU�WKDW�WKH�7$�FDQ�PDNH�D�XVHIXO�FRQWULEXWLRQ�WR�UHILQLQJ�WKH�WHFKQLFDO 
DVSHFWV�RI�WKH�SURSRVDO���,W�DOVR�JLYHV�WKH�7$�D�EHWWHU�IHHO�IRU�WKH�SRWHQWLDO�UROH 

RI�WKH�SURMHFW�LQ�WKH�FRPSDQ\·V�VWUDWHJLF�GHYHORSPHQW���2QH�RI�WKH�IRXU�OLNHV 

WR�EH�SUHVHQW�DV�DQ�REVHUYHU�GXULQJ�WKH�WHFKQLFDO�DVVHVVPHQW�DV�WKLV 

LPSURYHV�VXEVWDQWLDOO\�WKHLU�RYHUDOO�XQGHUVWDQGLQJ�RI�WKH�SURMHFW� 
�	 7KH�RWKHU�VHYHQ�LQWHUYLHZHHV�FRQVLGHUHG�WKDW�HDUO\�7$�LQYROYHPHQW�ZDV�D 

JRRG�LGHD��IRU�WKH�VDPH�UHDVRQV��DQG�ZLOO�SUREDEO\�VHHN�WKLV�LQ�IXWXUH� 
�	 7ZR�LQWHUYLHZHHV�H[SUHVVHG�D�VWURQJ�SUHIHUHQFH�IRU�WKH�7HFKQLFDO�$VVHVVRU�WR 

EH�SUHVHQW�DW�0,&�DQG�%RDUG�PHHWLQJV�²�WKH�7$�KDV�D�PXFK�EHWWHU 
XQGHUVWDQGLQJ�RI�WKH�WHFKQRORJ\�LQYROYHG�LQ�D�SURMHFW�DQG�FRXOG�WKHUHIRUH 

DQVZHU�PRUH�HIIHFWLYHO\�DQ\�TXHVWLRQV�RQ�WKLV�DVSHFW� 
�	 6L[�3(V�FRQVLGHUHG�WKDW�WKHUH�ZRXOG�EH�QR�EHQHILWV�WR�7$�DWWHQGDQFH�DW�0,& 

RU�%RDUG�²�WKH�WHFKQLFDO�DVVHVVPHQW�UHSRUWV�DQG�UHFRPPHQGDWLRQV�ZHUH 

QHYHU�TXHVWLRQHG� 
�	 7KH�UHPDLQLQJ�WKUHH�VXJJHVWHG�WKDW�WKHUH�VKRXOG�EH�DQ�RSWLRQ�IRU�WKH�7$�WR 

DWWHQG�0,&�RU�%RDUG�PHHWLQJV�LI�UHTXHVWHG�E\�WKH�3(�LQ�FDVHV�ZKHUH�KH�VKH 

KDV�VRPH�FRQFHUQV�UHJDUGLQJ�WHFKQLFDO�DVSHFWV�RI�WKH�SURSRVDO� 
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x )LYH�RI�WKH�3URMHFW�([HFXWLYHV�LQWHUYLHZHG�ZRXOG�OLNH�WR�VHH�WKH�UHTXLUHPHQW�IRU 
LQFOXVLRQ�RI�D�VSHFLILF�5	'�SURMHFW�GURSSHG���7KLV�ZRXOG�VLPSOLI\�DQG�VSHHG�WKH 

DSSOLFDWLRQ�SURFHVV���7KH�RWKHUV�KDG�QR�SDUWLFXODU�YLHZV�RQ�WKH�PDWWHU� 
x 7KUHH�3(V�KDG�H[SHULHQFHG�PDMRU�SUREOHPV�UHJDUGLQJ�WKH�UHTXLUHPHQW�IRU 

LQWHOOHFWXDO�SURSHUW\��,3��WR�EH�UHWDLQHG�LQ�,UHODQG���,W�FRQIOLFWHG�ZLWK�FRUSRUDWH 

SROLFLHV�IRU�,3�WR�EH�KHOG�E\�WKH�SDUHQW�FRPSDQ\�� 
x 2QH�3(�ZKR�KDG�EHHQ�LQYROYHG�LQ�D�QXPEHU�RI�SURSRVDOV�FRPPHQWHG�WKDW 

JHWWLQJ�DSSURYDO�IRU�WKH�ILUVW�RQH�RU�WZR�SURMHFWV�LQ�D�SDUWLFXODU�LQGXVWU\�VHFWRU 
JUHDWO\�DVVLVWV�¶VHOOLQJ·�RI�WKH�6FKHPH�WR�RWKHU�FRPSDQLHV�LQ�WKDW�VHFWRU� 

x 7KH�JUDQW�OHYHO�DERYH�ZKLFK�*RYHUQPHQW�DSSURYDO�LV�QHHGHG��½���N��LV�ORZ���7KLV 

FDXVHV�GHOD\V�²�D�VRXUFH�RI�IUXVWUDWLRQ�IRU�VRPH�FOLHQWV���$OO�LQWHUYLHZHHV�ZRXOG 

ZHOFRPH�D�VXEVWDQWLDO�UDLVLQJ�RI�WKH�OHYHO� 

��� 7HFKQLFDO�$VVHVVRUV 
7KUHH�7HFKQLFDO�$VVHVVRUV��WZR�IURP�(QWHUSULVH�,UHODQG��WKH�RWKHU�IURP�DQ 

LQGHSHQGHQW�RUJDQLVDWLRQ��SOXV�WKH�(QWHUSULVH�,UHODQG�H[HFXWLYH�UHVSRQVLEOH�IRU�WKH 

7HFKQLFDO�$VVHVVPHQW�8QLW��ZHUH�LQWHUYLHZHG�WR�VHHN�WKHLU�SHUVSHFWLYHV�RQ�WKH 

6FKHPH���7KH�PDLQ�ILQGLQJV�FDQ�EH�VXPPDULVHG�DV�IROORZV� 
x 7KH�IRFXV�RI�DVVHVVPHQWV�LV�SULPDULO\�RQ�WKH�VSHFLILF�5	'�SURMHFW�V���QRW�WKH 

RYHUDOO�IDFLOLW\� 
x ,W�ZRXOG�EH�KHOSIXO�WR�KDYH�PRUH�LQIRUPDWLRQ�RQ�WKH�SURSRVHG�5	'�SURMHFW�V��LQ 

WKH�LQLWLDO�&RPSDQ\�$SSOLFDWLRQ�)RUP���7KLV�ZRXOG�IDFLOLWDWH�LGHQWLILFDWLRQ�RI�WKH 

PRVW�UHOHYDQW�7HFKQLFDO�$VVHVVRU� 
x 7KH�DVVHVVPHQW�SURFHVV�RIWHQ�LQYROYHV�VXEVWDQWLDO�GLVFXVVLRQV�ZLWK�FRPSDQLHV 

RQ�UHYLVLQJ�WKHLU�SURSRVDOV��WR�GURS�QRQ�DOORZDEOH�FRVWV�DQG�RU�DGG�LQ�RWKHU 
DOORZDEOH�RQHV� 

x 7HFKQLFDO�$VVHVVRUV�ZRXOG�OLNH�HDUOLHU��DQG�IXOOHU��LQYROYHPHQW��LQFOXGLQJ 

DWWHQGDQFH�DW�0,&�RU�%RDUG��DV�KDSSHQV�IRU�DOO�57',�SURSRVDOV�DQG�(QWHUSULVH 

,UHODQG�¶&DSDELOLW\·�RQHV���%XW�RQH�H[SUHVVHG�VRPH�FRQFHUQ�DERXW�RSHUDWLQJ�LQ 

GXDO�UROHV��L�H��DGYLVRU�DQG�DVVHVVRU� 
x $OO�IRXU�LQWHUYLHZHHV�FRQVLGHU�WKDW�WKH�UHTXLUHPHQW�IRU�LQFOXVLRQ�RI�VSHFLILF�5	' 

SURMHFWV�VKRXOG�EH�UHWDLQHG���:LWKRXW�WKLV�WKHUH�FRXOG�EH�GLIILFXOWLHV�LQ�VHWWLQJ 

FUHGLEOH�PLOHVWRQHV� 

� ,'$�FRQVLGHUV�WKDW�LW�LV�PRUH�EHQHILFLDO�WR�KDY H�WKH�,3�UHWDLQHG�LQ�,UHODQG�VLQFH�WKLV�KDV�WKH�SRWHQWLDO�WR�SURYLGH�DQ 
DGGLWLRQDO�LQFRPH�VWUHDP�IRU�WKH�,ULVK�RSHUDWLRQ���7KH�UHWHQWLRQ�RI�,3�KHUH�LV�QRW��KRZHYHU��UHJDUGHG�DV�DQ 
DEVROXWH�UHTXLUHPHQW���,QGHHG�VHFWLRQ���E��RI�WKH�µ)UDPHZRUN�IRU�'HWHUPLQLQJ�WKH�$SSURSULDWH�/HYHO�RI�*UDQW�$LG¶
�VHH�$QQH[ '��VXJJHVWV�WKDW�LV�RQH�RI�WKH�IDFWRUV�WR�EH�FRQVLGHUHG�ZKHQ�GHWHUPLQLQJ�WKH�JUDQW�SHUFHQWDJH���1RQH 
RI�WKH�WKUHH�3(V�ZKR�KDG�H[SHULHQFHG�,3�UHODWHG�SUREOHPV�DSSHDUHG�WR�EH�DZDUH�RI�WKLV�IOH[LELOLW\��SHUKDSV 
EHFDXVH�WKH�SURMHFWV�FRQFHUQHG�KDG�EHHQ�QHJRWLDWHG�SULRU�WR�WKH�LQWURGXFWLRQ�RI�WKLV�µ)UDPHZRUN¶� 
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x 7HFKQLFDO�$VVHVVRUV�FRQVLGHU�WKDW�WKHUH�DUH�QR�SDUWLFXODU�GLIILFXOWLHV�DVVRFLDWHG 

ZLWK�DVVHVVLQJ�VRIWZDUH�SURSRVDOV��L�H��LQ�UHFRJQLVLQJ�ZKHWKHU�RU�QRW�WKH\ 

UHSUHVHQW�D�VXEVWDQWLDO�GHSDUWXUH�IURP�H[LVWLQJ�RSHUDWLRQV�DQG�ZLOO�EULQJ�WKH 

FRPSDQ\�LQWR�D�QHZ�DUHD�RI�HQKDQFHG�DQG�UHOHYDQW�WHFKQRORJ\� 
x 1R�7HFKQLFDO�$VVHVVRUV�KDYH�EHHQ�LQYROYHG�LQ�WKH�YHULILFDWLRQ�RI�DQ\�GUDZGRZQ 

FODLPV�XQGHU�WKH�6FKHPH���7KH\�FRQVLGHU�WKDW�WKLV�VKRXOG�EH�SDUW�RI�WKH 

VWDQGDUG�SURFHGXUH��DV�LW�LV�IRU�(QWHUSULVH�,UHODQG�¶&DSDELOLW\·�SURMHFWV�DQG�DOO 
57',�SURMHFWV�IURP�HLWKHU�DJHQF\���SDUWLFXODUO\�ZKHUH�WKH�DVVRFLDWHG�PLOHVWRQH 

KDV�D�VXEVWDQWLDO�WHFKQLFDO�SURJUHVV�HOHPHQW� 
x 7KHUH�LV�D�GHJUHH�RI�SUHVVXUH�IURP�VRPH�3URMHFW�([HFXWLYHV�WR�EH�RYHU�SRVLWLYH�LQ 

WKHLU�UHSRUWV���7KLV�LV�UHVLVWHG� 

��� 2WKHU�.H\�,QIRUPDQWV 
7KLV�VHFWLRQ�GHVFULEHV�WKH�PDLQ�SRLQWV�WR�HPHUJH�IURP�RXU�LQWHUYLHZV�ZLWK�RWKHU�NH\ 

LQIRUPDQWV��QDPHO\�PHPEHUV�RI�WKH�,'$·V�%RDUG��0DQDJHPHQW�,QYHVWPHQW�&RPPLWWHH 

�0,&���/HJDO�'HSDUWPHQW�DQG�*UDQW�3D\PHQWV�6HFWLRQ� 
x $OO�LQIRUPDQWV�FRQVLGHUHG�WKDW�WKH�6FKHPH�LV�H[FHOOHQW�DQG�YHU\�ZRUWKZKLOH� 

7KHUH�LV�DOVR�DJUHHPHQW�WKDW�WKH�DGPLQLVWUDWLRQ�RI�WKH�6FKHPH�E\�H[HFXWLYHV�LV 

JRRG���7KHUH�LV�VRPH�SHUFHSWLRQ�WKDW�ODUJHU�FRPSDQLHV�PD\�ILQG�LW�HDVLHU�WR 

DFFHVV�WKH�6FKHPH��GXH�WR�WKH�JUHDWHU�H[SHULHQFH�DQG�UHVRXUFHV�WKH\�FDQ�EULQJ 

LQWR�SOD\�IRU�GHYHORSLQJ�KLJK�TXDOLW\�5	'�SURMHFWV� 
x 7KHUH�LV�D�SHUFHLYHG�QHHG�IRU�WUDLQLQJ�WR�EH�EXLOW�LQWR�WKH�SURMHFW�FRQWUDFW�PRUH 

IUHTXHQWO\�WKDQ�DW�SUHVHQW��DV�WKLV�LV�VHHQ�DV�D�ZHDN�DUHD��HVSHFLDOO\�IRU 
FRPSDQLHV�ZKR�DUH�MXVW�JHWWLQJ�LQWR�WKH�EXVLQHVV�RI�5	'�IRU�WKH�ILUVW�WLPH� 

x ,W�LV�DOVR�VXJJHVWHG�WKDW�WKH�6FKHPH�VKRXOG�EH�PDUNHWHG�LQ�D�PDQQHU�PRUH 

LQWHJUDWHG�ZLWK�WKH�IXOO�UDQJH�RI�VXSSRUWV�RIIHUHG�E\�,'$�DQG�RWKHU�DJHQFLHV� 
7KH�SRLQW�ZDV�PDGH�WKDW�FRUSRUDWH�GHFLVLRQV�LQ�IDYRXU�RI�,UHODQG�DUH�JHWWLQJ 

KDUGHU�GXH�WR�WKH�FXUUHQW�JOREDO�FOLPDWH�DQG�FRVW�LVVXHV� 
x 7KH�,'$�%RDUG�LV�KDSS\�ZLWK�WKH�GRFXPHQWDWLRQ�WKDW�JRHV�WR�WKHP���,W�GRHV�QRW 

WU\�WR�¶VHFRQG�JXHVV·�WKH�FRPPHUFLDO�RU�WHFKQLFDO�DVVHVVPHQWV�DQG�VHHV�QR�QHHG 

IRU�7HFKQLFDO�$VVHVVRU�DWWHQGDQFH�DW�%RDUG�PHHWLQJV���7KH�%RDUG�IRFXVHV�PDLQO\ 

RQ�WKH�DELOLW\�RI�WKH�FRPSDQ\�WR�VXSSRUW�WKH�SURMHFW�ILQDQFLDOO\��WKH�VWUDWHJLF�ILW 
DQG�WKH�DELOLW\�RI�PDQDJHPHQW�WR�VHH�LW�WKURXJK� 

x 7KH�$JHQFLHV��,'$�	�(,��ZDQW�LQWHOOHFWXDO�SURSHUW\�JHQHUDWHG�LQ�,UHODQG�WR�UHVLGH 

KHUH���,I�WKH�FRPSDQ\�ZDQWV�WR�VHOO�RU�OLFHQFH�LW��WKHQ�WKH�LQFRPH�ZRXOG�FRPH�WR 

,UHODQG� 
x 7KH�,'$�/HJDO�'HSDUWPHQW�FRQILUPV�WKH�FRPPHQWV�IURP�VRPH�3URMHFW�([HFXWLYHV 

DQG�FRPSDQLHV�WKDW�LQWHOOHFWXDO�SURSHUW\�LVVXHV�DUH�D�VLJQLILFDQW�SUREOHP�LQ 

ILQDOLVLQJ�VRPH�FRQWUDFWV� 

���(YDOWHF��'XEOLQ ��0D\����� 



H
 �� 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW 

x ,W�LV�FOHDU�WKDW�WKHUH�DUH�FXUUHQWO\�SURSRVHG�FKDQJHV�LQ�OHJLVODWLRQ�ZKLFK��LI 
SDVVHG��ZLOO�LPSURYH�WKH�RSHUDWLRQ�RI�WKH�VFKHPH�DQG�KHOS�FOLHQW�FRPSDQLHV� 
7KHVH�FRQFHUQ�WKH�ORZ�FXW�RII�IRU�*RYHUQPHQW�DSSURYDO��WKH�LQFOXVLRQ�RI�DQ�5	' 

SURMHFW�DQG�WKH�UHTXLUHPHQW�IRU�PDQXIDFWXUH�LQ�,UHODQG� 
x ,W�ZDV�UHFRJQLVHG�E\�,'$�WKDW��ZKLOH�WKH�VKRUW�&RPSDQ\�$SSOLFDWLRQ�)RUP�LV 

JRRG�DQG�ZHOFRPHG�E\�FRPSDQLHV��WKHUH�DUH�VRPHWLPHV�SUREOHPV�ZKHQ�WKH 

FRPSDQ\�LV�VXEVHTXHQWO\�DVNHG�IRU�PXFK�PRUH�GHWDLOHG�ILQDQFLDO�LQIRUPDWLRQ� 
2QH�RSWLRQ�VXJJHVWHG�ZDV�WR�LQGLFDWH�FOHDUO\�RQ�WKH�WRS�RI�WKH�VKRUW�IRUP�WKDW 
PRUH�GHWDLOHG�LQIRUPDWLRQ�ZRXOG�EH�UHTXLUHG�ODWHU� 

x 'UDZGRZQV�WR�GDWH�KDYH�EHHQ�DXWKRULVHG�VROHO\�RQ�DXGLWV�RI�WKH�FODLPHG�FRVWV 

LQFXUUHG���,W�LV�SODQQHG�WKDW�7HFKQLFDO�$VVHVVRUV�ZLOO�EH�LQYROYHG�LQ�WKH 

DXWKRULVDWLRQ�SURFHGXUH�ZKHQ�GUDZGRZQ�UHDFK�����RI�WKH�DSSURYHG�JUDQW 
DPRXQW���1R�SURMHFWV�KDYH�UHDFKHG�WKLV�SRLQW�VR�IDU� 

x %DFNGDWLQJ�IRU�FRVWV�LQFXUUHG�SULRU�WR�WKH�SURMHFW�DSSURYDO�LV�VRPHWLPHV�DQ 

LVVXH���7KH�,'$�WULHV�WR�EH�IOH[LEOH���,W�ZRXOG�EH�KHOSIXO�LI�WKHUH�ZDV�PRUH�FODULW\ 

RQ�WKLV�LVVXH�LQ�WKH�JXLGHOLQHV��SDUWLFXODUO\�WKRVH�SURYLGHG�WR�FRPSDQLHV� 
x 7KHUH�LV�D�UHFRJQLVHG�ULVN�RI�GRXEOH�IXQGLQJ�MREV��L�H��WKURXJK�H[LVWLQJ 

FRPPLWPHQWV�XQGHU�HPSOR\PHQW�JUDQWV�DQG�WKURXJK�5	'�VWDII�FRYHUHG�E\�WKH 

&DSDELOLW\�*UDQWV���:KHUH�VXFK�VLWXDWLRQV�DULVH��DSSURSULDWH�FODXVHV�LQ�WKH�OHJDO 
FRQWUDFW�SUHFOXGH�DQ\�VXFK�GRXEOH�IXQGLQJ� 

x 7KHUH�KDYH�EHHQ�PDQ\�FKDQJHV�LQ�,'$�VWDII�LQ�WKH�SDVW�WZR�\HDUV������RXW�RI 
�����GXH�WR�SURPRWLRQV���UHDVVLJQPHQWV�DQG�SHRSOH�OHDYLQJ���7KLV�KDV�FDXVHG 

SUREOHPV�ZLWK�FOLHQW�FRPPXQLFDWLRQV�DQG�FRQWLQXLW\�RI�DSSOLFDWLRQ�SURFHVVLQJ� 
,W�LV�UHFRJQLVHG�WKDW�VXFK�GLIILFXOWLHV�QHHG�WR�EH�DGGUHVVHG�PRUH�HIIHFWLYHO\� 

x 3ULRU�WR�WKH�LQWURGXFWLRQ�RI�WKH�5	'�&DSDELOLW\�6FKHPH��57,�ZDV�WKH�RQO\�LQ� 
FRPSDQ\�5	'�VXSSRUW�PHFKDQLVP���,W�ZDV�QRW�YHU\�VXLWDEOH�IRU�VRPH�,'$ 

FOLHQWV�GXH�WR�LWV�FRPSHWLWLYH�QDWXUH�DQG�EHFDXVH�LW�VXSSRUWHG�LQGLYLGXDO�5	' 

SURMHFWV��QRW�WKH�GHYHORSPHQW�RI�QHZ�RU�VXEVWDQWLDOO\�HQKDQFHG�IDFLOLWLHV� 
x 7KH�,QGXVWU\�5HVHDUFK�DQG�'HYHORSPHQW�*URXS��,5'*��JLYHV�SUHVHQWDWLRQV 

DURXQG�WKH�FRXQWU\�RQ�5	'�DQG�DYDLODEOH�VXSSRUWV���7KHVH�DUH�DWWHQGHG�E\�ERWK 

LQGLJHQRXV�DQG�IRUHLJQ�RZQHG�ILUPV���,5'*�ILQGV�WKDW�PRVW�DWWHQGHHV�KDYH�QRW 
SUHYLRXVO\�KHDUG�RI�&DSDELOLW\�*UDQWV� 
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� 'LVFXVVLRQ�RI�5HVXOWV 
,Q�WKLV�&KDSWHU�ZH�GLVFXVV�LQ�GHWDLO�RXU�ILQGLQJV�DQG�WKHLU�LPSOLFDWLRQV���,W�LV�EURNHQ 

GRZQ�LQWR�VHYHUDO�VHFWLRQV�DV�IROORZV� 
x 5DWLRQDOH�IRU�WKH�6FKHPH 

x 2EMHFWLYHV�RI�WKH�6FKHPH 

x 1DWXUH�RI�WKH�5	'�VXSSRUWHG 

x 'HDGZHLJKW 
x 9DOXH�IRU�0RQH\ 

x 0DUNHW�3HQHWUDWLRQ 

x ,PSOHPHQWDWLRQ�0HWKRGRORJ\ 

��� 5DWLRQDOH�IRU�WKH�6FKHPH 
,QGXVWULHV�DUH�FKDQJLQJ�UDSLGO\��DQG�FRPSDQLHV�KDYH�WR�FKDQJH�LQ�RUGHU�WR�UHPDLQ 

UHOHYDQW���7KLV�LV�SDUWLFXODUO\�WUXH�IRU�VXEVLGLDULHV�VLQFH�WKH\�IDFH�WKH�DGGHG�FKDOOHQJH 

RI�LQWUD�FRPSDQ\�FRPSHWLWLRQ�IRU�QHZ�DFWLYLWLHV���7R�UHPDLQ�LQ�EXVLQHVV��OHW�DORQH 

JURZ��VXEVLGLDULHV�PXVW�FRQVWDQWO\�XSGDWH�WKHLU�DFWLYLWLHV�DQG�VHHN�QHZ�PDQGDWHV 

DQG�UHVSRQVLELOLWLHV��LQ�RUGHU�WR�PHHW�WKH�FULWLFDO��EXW�HYHU�FKDQJLQJ��QHHGV�RI�WKHLU 
SDUHQW���6LPSO\�GRLQJ�PRUH�RI�WKH�VDPH��HYHQ�LI�GRLQJ�LW�EHWWHU��LV�XQOLNHO\�WR�HQVXUH 

ORQJ�WHUP�VXUYLYDO���7KLV�LV�HVSHFLDOO\�WUXH�IRU�VXEVLGLDULHV�ZKRVH�PDLQ�DFWLYLWLHV 

FHQWUH�RQ�WKH�PDQXIDFWXUH�RI�HVWDEOLVKHG�SURGXFW�OLQHV���6XFK�RSHUDWLRQV�LQ�,UHODQG 

DUH�PRUH�YXOQHUDEOH�GXH�WR�LQFUHDVLQJ�FRVWV�DQG�WKH�UHFHQW�ZRUOGZLGH�GRZQWXUQ�LQ 

HFRQRPLF�JURZWK� 

6XFK�RSHUDWLRQV�DUH�DW�FRQVLGHUDEOH�ULVN�IURP� 
x 7UDQVIHU�WR�D�¶JUHHQILHOG·�VLWH�LQ�D�ORZ�ODERXU�FRVW�FRXQWU\��H�J��LQ�(DVWHUQ 

(XURSH��$VLD�RU�6RXWK�$PHULFD�� 
x &RQVROLGDWLRQ�ZLWK�VLPLODU�RSHUDWLRQV�DW�D�¶VLVWHU·�VLWH��HLWKHU�ZLWKLQ�(XURSH�RU 

HOVHZKHUH� 
x 2XWVRXUFLQJ�RI�WKH�RSHUDWLRQV�WR�D�FRQWUDFWRU� 

,Q�RUGHU�WR�PDLQWDLQ��DQG�LGHDOO\�WR�JURZ��WKHLU�SUHVHQFH�LQ�,UHODQG�VXFK�FRPSDQLHV 

QHHG�WR�WDNH�RQ�QHZ�IXQFWLRQV�DQG�UHVSRQVLELOLWLHV���)RU�VRPH�WKLV�FRXOG�PHDQ�JDLQLQJ 

UHVSRQVLELOLW\�IRU�DFWLYLWLHV�VXFK�DV�PDUNHWLQJ�DQG�VDOHV��FXVWRPHU�VXSSRUW��SURYLVLRQ 

RI�FRUSRUDWH�VHUYLFHV��HWF���%XW�VXFK�DFWLYLWLHV��DOWKRXJK�ZRUWKZKLOH�LQ�WKHLU�RZQ�ULJKW� 
GR�OLWWOH�WR�VXVWDLQ�RU�H[SDQG�FXUUHQW�PDQXIDFWXULQJ�IXQFWLRQV�RU�HQKDQFH�WKHLU 
FRPSHWLWLYHQHVV���7R�DFKLHYH�WKLV��FRPSDQLHV�QHHG�WR�JDLQ�UHVSRQVLELOLW\�IRU�WKH 

PDQXIDFWXUH�RI�EUDQG�QHZ�SURGXFWV��RI�KLJKHU�YDOXH��DQG�WR�GR�VR�RQ�D�UHJXODU�EDVLV� 
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7KH�PRVW�QDWXUDO�SODFH�WR�LQLWLDWH�PDQXIDFWXUH�RI�D�QHZ�SURGXFW�LV�ZKHUH�WKH�ILQDO 
GHYHORSPHQW�RI�WKDW�SURGXFW�WRRN�SODFH���$�NH\�VXUYLYDO�DQG�JURZWK�URXWH�IRU�D 

VXEVLGLDU\�LV��WKHUHIRUH��WR�KDYH�FRUSRUDWH�UHVSRQVLELOLW\�IRU�WKH�GHYHORSPHQW�RI�D 

VLJQLILFDQW�QHZ�SURGXFW�RU��LGHDOO\��D�SURGXFW�UDQJH���6XFK�GHYHORSPHQW�UHVSRQVLELOLW\ 

FDQQRW�EH�DFKLHYHG�XQOHVV�WKH�VXEVLGLDU\�KDV�DSSURSULDWH�5	'�FDSDELOLWLHV� 

)RU�VXEVLGLDULHV�WKDW�DOUHDG\�KDYH�D�FRUSRUDWH�5	'�UHVSRQVLELOLW\�IRU�D�SDUWLFXODU 
SURGXFW�UDQJH��WKHLU�IXWXUH�VHFXULW\�ZLOO�EH�WKUHDWHQHG�LI�WKH\�VLPSO\�¶UHVW�RQ�WKHLU 
ODXUHOV·���7KH\�QHHG�WR�H[WHQG�WKHLU�GHYHORSPHQW�UHPLW��DQG�WKHUHIRUH�WKHLU�5	' 

FDSDELOLWLHV��LQWR�KLJK�SRWHQWLDO�QHZ�SURGXFW�OLQHV���6LQFH�WKHVH�SURGXFWV�ZLOO�W\SLFDOO\ 

LQYROYH�WHFKQRORJLFDO�DGYDQFHV�DQG��XQOLNH�HVWDEOLVKHG�SURGXFWV��ZLOO�QRW�EH�VXEMHFW�WR 

WKH�VDPH�OHYHO�RI�FRPSHWLWLRQ�LQ�WKH�PDUNHW�²�DW�OHDVW�LQLWLDOO\�²�WKH\�ZLOO�JHQHUDOO\�EH 

RI�KLJKHU�YDOXH�WKDQ�H[LVWLQJ�SURGXFWV�DQG�WKHLU�PDQXIDFWXUH�VKRXOG�SURYH�WR�EH�PRUH 

SURILWDEOH� 

7KHUHIRUH�D�VXSSRUW�PHFKDQLVP��VXFK�DV�WKH�,'$·V 5	'�&DSDELOLW\�*UDQWV�6FKHPH� 
ZKLFK�DVVLVWV�VXEVLGLDULHV�WR�GHYHORS�DQ�5	'�FDSDELOLW\�ZKHUH�QRQH�ZDV�SUHVHQW 
EHIRUH��RU�WR�H[SDQG�H[LVWLQJ�FRPSHWHQFLHV�LQWR�QHZ�DUHDV��LV�FRQWULEXWLQJ�GLUHFWO\�WR 

WKHLU�FRQWLQXHG�H[LVWHQFH�DQG�IXWXUH�SURVSHULW\��L�H��LW�LV�LQFUHDVLQJ�WKHLU 
HPEHGGHGQHVV LQ�,UHODQG� 

*LYHQ�WKH�FRQVWUDLQWV�RI�(8�UXOHV�RQ�WKH�PDLQ�ILQDQFLDO�VXSSRUW�PHFKDQLVPV�XVHG�LQ 

WKH�SDVW��VXFK�DV�FDSLWDO�DQG�HPSOR\PHQW�JUDQWV��WKHUH�LV�QRZ�D�UROH�RI�LQFUHDVLQJ 

LPSRUWDQFH�IRU�RWKHU�VXSSRUW�LQLWLDWLYHV�VXFK�DV�WUDLQLQJ�JUDQWV��57',�DQG�5	' 

&DSDELOLW\�*UDQWV��DV�WRROV�IRU�VXSSRUWLQJ�FRPSDQ\�GHYHORSPHQW� 

:H�WKHUHIRUH�FRQFOXGH�WKDW�WKH�UDWLRQDOH�IRU�LQWURGXFLQJ�WKH�6FKHPH��VRPH�WKUHH 
\HDUV�DJR��ZDV�VRXQG� ,QGHHG��ZH�FRQVLGHU�WKDW�WKH�6FKHPH�LV�HYHQ�PRUH 
LPSRUWDQW�QRZ��LQ�YLHZ�RI�WKH�FXUUHQW�HFRQRPLF�FOLPDWH DQG�,UHODQG·V�FRPPLWPHQW�WR 

WKH�(8�WDUJHW�RI�UDLVLQJ�5	'�H[SHQGLWXUH�WR����RI�*'3�E\������� 

:H�FRQVLGHU��KRZHYHU��WKDW�GHOLYHULQJ�RQ�WKLV�FRPPLWPHQW�ZLOO�UHTXLUH�IXUWKHU 
LQLWLDWLYHV�WR�EH�LQWURGXFHG���)RU�H[DPSOH��WKH�LQWURGXFWLRQ�RI�WD[�FUHGLWV�IRU�FRPSDQ\ 

5	'�H[SHQGLWXUH�ZRXOG�EH�YHU\�OLNHO\�WR�SURPSW�PRUH�FRPSDQLHV�²�ERWK�LQGLJHQRXV 

DQG�IRUHLJQ�RZQHG�²�WR�FRQVLGHU�XQGHUWDNLQJ�5	'�LQ�,UHODQG��ZLWK�RU�ZLWKRXW�VXSSRUW 
IURP�WKH�&DSDELOLW\�6FKHPH����$OVR�ZRUWK\�RI�FRQVLGHUDWLRQ�LV�DQ�LQLWLDWLYH�DLPHG 

VSHFLILFDOO\�DW�DWWUDFWLQJ�QHZ�5	'�LQWHQVLYH�DFWLYLWLHV�WR�,UHODQG��IURP�PDMRU�KLJK� 
WHFKQRORJ\�FRPSDQLHV�RU�LQVWLWXWLRQV�� 

� (XURSHDQ�&RXQFLO�PHHWLQJ�LQ�%DUFHORQD��0DUFK���������,Q������±�WKH�PRVW�UHFHQW�\HDU�IRU�ZKLFK�GDWD�LV�DYDLODEOH 
±�,UHODQG¶V�5	'�H[SHQGLWXUH�ZDV�������RI�*13��FRPSDUHG�WR�DQ�(8�DYHUDJH�RI�������� 

� 7KH�5	'�&DSDELOLW\�6FKHPH��DV�SUHVHQWO\�FRQVWLWXWHG��LV�QRW�VXLWDEOH�IRU�WKLV�SXUSRVH�VLQFH�LW�RSHUDWHV�ZLWKLQ�WKH 
(8¶V�µ+RUL]RQWDO�$LG¶�JXLGHOLQHV��VHH�VHFWLRQ �������$�QHZ�LQLWLDWLYH�ZRXOG�WKHUHIRUH�EH�UHTXLUHG��S RVVLEO\�DV�D�MRLQW 
DFWLYLW\�EHWZHHQ�,'$�DQG�6FLHQFH�)RXQGDWLRQ�,UHODQG� 
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2XU�YLHZ�RI�WKH�6FKHPH·V�UHOHYDQFH�DQG�LPSRUWDQFH�ZDV�IXOO\�HQGRUVHG�E\�WKH 

FRPSDQLHV�WKDW�ZH�PHW�GXULQJ�WKLV�UHYLHZ���:LWKRXW�H[FHSWLRQ�WKH\�VDZ�WKHLU�IXWXUH 

DV�EHLQJ�VWURQJO\�GHSHQGHQW�RQ�PRYLQJ�LQWR�QHZ�SURGXFW��SURFHVV�RU�VHUYLFH�DUHDV��LQ 

WXUQ�EDVHG�RQ�JDLQLQJ�FRUSRUDWH�UHVSRQVLELOLW\�IRU�WKHLU�GHYHORSPHQW���7KHVH 

FRQVLGHUDWLRQV�ZHUH�KLJKOLJKWHG�LQ�DOO�GLVFXVVLRQV�ZLWK�FOLHQW�FRPSDQLHV��HYHQ�ZKHUH 

WKH�JUDQW�DSSURYDOV�ZHUH�GHIHUUHG� 
,W�ZDV�YHU\�FOHDU�IURP�RXU�FRPSDQ\�LQWHUYLHZV�WKDW��ZKHQ�,ULVK�PDQDJHPHQW�LV�WU\LQJ 

WR�ORFDWH�5	'�LQ�,UHODQG��WKH\�DUH��LQ�PRVW�FDVHV��LQ�FRPSHWLWLRQ�ZLWK�RWKHU�ORFDWLRQV 

IRU�WKH�IDFLOLW\���7KH�FRUSRUDWH�HQWLW\�ZKHUH�WKH�ILQDO�GHFLVLRQV�DUH�PDGH�ZLOO�WDNH�LQWR 

DFFRXQW�PDQ\�IDFWRUV�ERWK�SRVLWLYH�DQG�QHJDWLYH�LQ�FRPLQJ�WR�WKHLU�GHFLVLRQ���7KH 

,ULVK�PDQDJHPHQW�XVHV�DOO�SRVLWLYH�DVSHFWV�RI�WKH�,ULVK�HQYLURQPHQW�WR�FRQYLQFH�WKH 

FRUSRUDWH�HQWLW\���1R�RQH�DVSHFW�RI�WKLV�HQYLURQPHQW�ZLOO�GRPLQDWH�FRPSOHWHO\�EXW�WKH 

SRWHQWLDO�DYDLODELOLW\�RI�WKH�5	'�&DSDELOLW\�*UDQW�LV�D�VXEVWDQWLDO�SRVLWLYH�IDFWRU� 
,Q�DGGLWLRQ�WR�LWV�ILQDQFLDO�VXSSRUW�LPSOLFDWLRQV��WKH�YHU\�H[LVWHQFH�RI�WKH�6FKHPH 

DOORZV�WKH�,ULVK�PDQDJHPHQW�WR�VKRZ�WDQJLEOH�*RYHUQPHQW�FRPPLWPHQW�WR�JURZLQJ 

5	'�DFWLYLW\�LQ�WKLV�FRXQWU\���6RPH�FRPSDQLHV�DOVR�PHQWLRQHG�RWKHU�UHFHQW 
LQLWLDWLYHV��SDUWLFXODUO\�6FLHQFH�)RXQGDWLRQ�,UHODQG��DV�UHLQIRUFLQJ�HYLGHQFH�RI�WKH 

6WDWH·V�FRPPLWPHQW�WR�5	'���7KLV�SLFWXUH�SURYLGHV�D�KLJK�OHYHO�RI�FUHGLELOLW\�IRU�WKH 

,ULVK�PDQDJHPHQW�LQ�VXSSRUW�RI�WKHLU�DUJXPHQWV�IRU�VLWLQJ�WKH�QHZ�5	'�FDSDELOLW\�LQ 

WKHLU�IDFLOLW\���,Q�DOO�FDVHV�WKH�,ULVK�PDQDJHPHQW�UHIHUUHG�WR�WKH�LPSRUWDQFH�RI�WKLV 

FUHGLELOLW\�LVVXH��YLHZLQJ�LW�DV�D�YHU\�SRVLWLYH�IDFWRU�LQ�WKHLU�GHDOLQJV�ZLWK�WKHLU 
FRUSRUDWH�HQWLW\���$�IHZ�FRPSDQLHV��KRZHYHU��H[SUHVVHG�FRQFHUQV�WKDW�WKLV�FUHGLELOLW\ 

FRXOG�EH�VHYHUHO\�GDPDJHG�LI�WKH�6FKHPH�ZHUH�WR�EH�VXGGHQO\�FXW�EDFN�RU�VXEMHFW�WR 

WKH�´VWRS�JR�VWRS�JRµ�VLWXDWLRQV�WKDW�DURVH�D�IHZ�\HDUV�DJR�XQGHU�¶0HDVXUH �·� 
0RVW�KHDGTXDUWHUV�RI�IRUHLJQ�PXOWLQDWLRQDOV�QRW�DOUHDG\�LQYROYHG�LQ�5	'�KHUH�ZRXOG 

QRW�UHJDUG�,UHODQG�DV�KDYLQJ�D�KLJK�ZRUOG�LPDJH�IRU�5	'���0RVW�ZRXOG�DOVR�VHH�WKH 

ORZ�FRUSRUDWH�WD[�V\VWHP�DV�QRW�FRQGXFLYH�WR�FDUU\LQJ�RXW�5	'�KHUH�UHODWLYH�WR�RWKHU 
ORFDWLRQV�ZKHUH�WKH\�DUH�SD\LQJ�KLJKHU�WD[HV��VLQFH�5	'�FRVWV�FDQ�EH�RIIVHW�DJDLQVW 
SURILWV�EHIRUH�WD[����,Q�IDFW�WKH�&DSDELOLW\�*UDQW�LV�VHHQ�LQ�VRPH�FDVHV�DV�D�EDODQFH�WR 

WKLV�QHJDWLYH�WD[�IDFWRU�RQ�WKH�SXUH�ILQDQFLDO�VLGH���7KH�SRVLWLYH�DVSHFW�RI�WKH 

*RYHUQPHQW�WRZDUGV�5	'�DV�GHPRQVWUDWHG�E\�WKH�DYDLODELOLW\�RI�WKLV�6FKHPH�LV 

WKHUHIRUH�VHHQ�DV�D�UHDOO\�EHQHILFLDO�SDUDPHWHU� 
$QRWKHU�LQGLUHFW�EHQHILW�RI�WKH�6FKHPH��IRU�FRPSDQLHV�ZLWK�DVSLUDWLRQV�DQG�RXWOLQH 

SODQV�IRU�LQLWLDWLQJ�DQ�5	'�DFWLYLW\�LQ�D�SRWHQWLDO�QHZ�SURGXFW�DQG�WHFKQRORJ\�DUHD��LV 

WKDW�LW�SURYLGHV�D�JRRG�LQWURGXFWRU\�¶SURS·�RQ�ZKLFK�WR�EURDFK�WKHLU�LGHDV�ZLWK 

FRUSRUDWH�PDQDJHPHQW� 

� 6XFK�FRPPHQWV�IURP�FRPSDQLHV�VXSSRUWV�RXU�VXJJHVWLRQ��SUHYLRXV�SDJH��WKDW�VHULRXV�FRQVLGHUDWLRQ�VKRXOG�EH 
JLYHQ�WR�WKH�LQWURGXFWLRQ�RI�DQ�5	'�WD[�FUHGLWV�DUUDQJHPHQW�IRU�FRPSDQLHV���,Q�DGGLWLRQ�WR�PLWLJDWLQJ�WKLV�QHJDWLYH 
VLWXDWLRQ��DQG�SURPSWLQJ�PRUH�FRPSDQLHV�WR�FRQVLGHU�,UHODQG�DV�DQ�5	'�ORFDWLRQ��ZLWK�RU�ZLWKRXW�VXSSRUW�IURP 
WKH�&DSDELOLW\�6FKHPH���VXFK�D�PRYH�ZRXOG�UHLQIRUFH�WKH�SHUFHLYHG�FRPPLWPHQW�RI�WKH�*RYHUQPHQW�WR�5	' 
DFWLYLWLHV� 
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:KLOH�WKHVH�¶VRIW·�EHQHILWV�DUH�QRW�WKH�PDLQ�REMHFWLYHV�RI�WKH�6FKHPH��LW�LV�YHU\�FOHDU 
WKDW�WKHLU�H[LVWHQFH�LV�RI�JUHDW�YDOXH�WR�FRPSDQLHV���7KH\�VKRXOG�QRW�EH�RYHUORRNHG 

ZKHQ�FRQVLGHULQJ�WKH�YDOLGLW\�RI�WKH�6FKHPH·V�UDWLRQDOH� 

��� 2EMHFWLYHV�RI�WKH�6FKHPH 
7KH�IXOO�LPSDFWV�RI�WKLV�6FKHPH��DQG�WKHUHIRUH�LWV�XQGHUO\LQJ�REMHFWLYHV��DUH�ORQJHU 
WHUP�WKDQ�IRU�WKH�5HVHDUFK�DQG�7HFKQRORJLFDO�'HYHORSPHQW�,QLWLDWLYH��57',����7KH 

ODWWHU�LV�JHDUHG�WRZDUGV�VXSSRUWLQJ�RQH�RU�PRUH�VSHFLILF�SURGXFW�GHYHORSPHQWV��FORVHO\ 

UHODWHG�WR�WKH�FRPSDQ\·V�H[LVWLQJ�SURGXFW�UDQJH�DQG�WHFKQRORJ\���,I�WKH�GHYHORSPHQWV 

DUH�VXFFHVVIXO��WKHLU�LPSDFW�LQ�WHUPV�RI�VDOHV��SURILWDELOLW\��HPSOR\PHQW��HWF��VKRXOG 

EH�PDWHULDOLVLQJ�DIWHU�DERXW�WKUHH�\HDUV� 
5	'�&DSDELOLW\�*UDQWV��RQ�WKH�RWKHU�KDQG��DUH�DLPHG�DW�EXLOGLQJ�5	'�FRPSHWHQFH�LQ 

WHFKQRORJ\�DUHDV�WKDW�DUH�QHZ�WR�WKH�FRPSDQ\�DQG��IURP�WKDW�SODWIRUP��GHYHORSLQJ 

SURGXFWV�ZKLFK�GLIIHU�VXEVWDQWLDOO\�IURP�WKHLU�FXUUHQW�UDQJH���&RQVHTXHQWO\�WKH 

LPSDFW�LQ�WHUPV�RI�VDOHV��HWF���ZLOO�WDNH�VRPHZKDW�ORQJHU�²�DW�OHDVW�IRXU�WR�ILYH�\HDUV� 
EXW�XS�WR�WHQ�\HDUV�LQ�VRPH�FDVHV��H�J��SKDUPDFHXWLFDOV����2QO\�DW�WKDW�VWDJH�ZLOO�LW�EH 

SRVVLEOH�WR�DVVHVV�WKH�H[WHQW�WR�ZKLFK�RQH�RI�WKH�6FKHPH·V�FRUH�REMHFWLYHV�DUH�EHLQJ 

PHW��QDPHO\�PRYLQJ�WKH�FRPSDQ\�XS�WKH�YDOXH�FKDLQ� 
:KLOH�WKH�¶YDOXH�FKDLQ·�REMHFWLYH�LV�YDOLG�DQG�UHDVRQDEOH��WKH�RWKHU�FRUH�REMHFWLYH� 
QDPHO\�LQFUHDVLQJ�WKH�HPEHGGHGQHVV�RI�FRPSDQLHV�LQ�,UHODQG��LV�IXQGDPHQWDOO\�PRUH 

LPSRUWDQW���,W�ZLOO��KRZHYHU��WDNH�ORQJHU�WR�PDWHULDOLVH�WR�DQ�H[WHQW�VXIILFLHQW�IRU 
PDNLQJ�D�UHDOLVWLF�GHWHUPLQDWLRQ�RI�WKH�GHJUHH�WR�ZKLFK�LW�KDV�EHHQ�PHW� 
,Q�VXPPDU\��WKHUHIRUH��ZH�FRQVLGHU�WKDW�WKH�6FKHPH·V�WZR�SULQFLSDO�REMHFWLYHV�VKRXOG 

UHPDLQ�DV� 
x 0RYLQJ�,ULVK�VXEVLGLDULHV�RI�PXOWLQDWLRQDO�FRPSDQLHV�XS�WKH�YDOXH�FKDLQ� 
x ,QFUHDVLQJ�WKH�HPEHGGHGQHVV�LQ�,UHODQG�RI�WKHVH�VXEVLGLDULHV� 

:H�QRWH��KRZHYHU��WKDW�FXUUHQWO\�WKHUH�DUH�QR�VSHFLILF�LQGLFDWRUV�LQ�SODFH�WKDW�FDQ�EH 

XVHG�LQ�GXH�FRXUVH�WR�DVVHVV�WKH�H[WHQW�WR�ZKLFK�WKH�6FKHPH�DFKLHYHV�WKHVH 

REMHFWLYHV���:H�DGGUHVV�WKLV�PDWWHU�ODWHU�LQ�WKH�UHSRUW��VHFWLRQ ��������ZKHUH�ZH 

UHFRPPHQG�VRPH�DSSURSULDWH�LQGLFDWRUV�IRU�IXWXUH�XVH���,Q�WKH�PHDQWLPH�ZH�ZRXOG 

FRPPHQW�WKDW�WKH�FXUUHQW�HYLGHQFH��WKRXJK�OLPLWHG��LV�HQFRXUDJLQJ���)URP�RXU�UHYLHZ 

RI�SURSRVDO�GRFXPHQWV�ZH�FRQVLGHU�WKDW�WKH�RYHUDOO�TXDOLW\�RI�WKH�SURMHFWV�DSSURYHG�LV 

KLJK���)XUWKHUPRUH��LW�LV�HYLGHQW�IURP�RXU�FRPSDQ\�LQWHUYLHZV�WKDW�WKHVH�SURMHFWV�DUH 

JHQHUDOO\�SURJUHVVLQJ�ZHOO�VR�IDU��DQG�DUH�RI�KLJK�VWUDWHJLF�LPSRUWDQFH�WR�WKH�ILUPV 

LQYROYHG� 
,Q�YLHZ�RI�WKH�ORQJ�WHUP�QDWXUH�RI�WKH�WZR�FRUH�REMHFWLYHV��ZH�FRQVLGHU�WKDW�WKHUH�LV 

PHULW�LQ�DGGLQJ�D�WKLUG��VKRUWHU�WHUP��REMHFWLYH UHIOHFWLQJ�WKH�PHFKDQLVP�IRU�DFKLHYLQJ 

WKHVH�FRUH�REMHFWLYHV���7KLV�WKLUG�REMHFWLYH�LV� 
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x 'HYHORSLQJ�D�VXEVWDQWLDO��DQG�VXVWDLQHG��HQKDQFHPHQW�RI�WKH�5	'�DFWLYLWLHV�LQ 

,ULVK�VXEVLGLDULHV�RI�PXOWLQDWLRQDO�FRPSDQLHV� 

$JDLQ�ZH�VXJJHVW�VRPH�DVVRFLDWHG�LQGLFDWRUV�IRU�WKLV�VHFRQGDU\�REMHFWLYH�ODWHU�LQ 

VHFWLRQ ������RI�WKH�UHSRUW� 

��� 1DWXUH�RI�WKH�5	'�VXSSRUWHG 
)URP�RXU�H[DPLQDWLRQ�RI�WKH�SURSRVDO�ILOHV�DQG�RXU�LQWHUYLHZV�ZLWK�FRPSDQLHV�LW�LV 

HYLGHQW�WKDW�WKH�SURMHFWV�EHLQJ�VXSSRUWHG�E\�WKH�6FKHPH�ZHUH�HVVHQWLDOO\�KLJK�TXDOLW\ 

LQGXVWULDO�UHVHDUFK��PRVWO\�YHU\�FKDOOHQJLQJ�DQG�VWUDWHJLF�LQ�QDWXUH��DQG�WDNLQJ�WKH 

ORFDO�FRPSDQ\�LQWR�QHZ�DUHDV�RI�WHFKQRORJ\�DQG�H[SHUWLVH���7KH\�LQYROYHG�OLWWOH�RU�QR 

IXQGDPHQWDO�UHVHDUFK���7KHUH�ZDV�QR�HYLGHQFH�RI�JUDQWV�EHLQJ�JLYHQ�DV�D�IRUP�RI 
IXQGLQJ�VXSSRUW�WR�DLG�WKH�VXUYLYDO�RI�FRPSDQLHV�H[SHULHQFLQJ�ILQDQFLDO�GLIILFXOWLHV� 
UDWKHU�WKDQ�WR�VXSSRUW�JRRG�TXDOLW\�5	'��DV�RFFXUUHG�RFFDVLRQDOO\�EDFN�LQ�WKH�����V 

XQGHU�DQ�HDUO\�SUHGHFHVVRU�RI�WKH�FXUUHQW�6FKHPH���,W�LV�FOHDU�WKDW�WKH�*XLGHOLQHV�IRU 
3URMHFW�([HFXWLYHV��ZKLFK�KDYH�EHHQ�SURJUHVVLYHO\�UHILQHG�VLQFH�WKH�6FKHPH·V 

LQWURGXFWLRQ��WRJHWKHU�ZLWK�WKH�ULJRXU�RI�WKH�WHFKQLFDO�DVVHVVPHQWV�DQG�WKH�VFUXWLQ\ 

RI�WKH�DSSURYLQJ�ERGLHV��DUH�HQVXULQJ�WKH�TXDOLW\�RI�VXSSRUWHG�SURMHFWV� 

:H�ZHUH�H[SHFWLQJ�WR�VHH�VHYHUDO�FDVHV�ZKHUH�WKH�SURMHFW�LQYROYHG�WKH�ORFDO�FRPSDQ\ 

EHLQJ�JLYHQ�FRUSRUDWH�GHYHORSPHQW�UHVSRQVLELOLW\�IRU�D�SURGXFW�UDQJH�WKDW�WKH\�ZHUH 

DOUHDG\�PDQXIDFWXULQJ���,Q�SUDFWLFH�WKLV�ZDV�QRW�VR��SDUWLFXODUO\�IRU�WKRVH�SDUWLFLSDQWV 

WKDW�DOUHDG\�KDG�D�VLJQLILFDQW�5	'�IDFLOLW\���6XFK�FRPSDQLHV�KDG�DOUHDG\�UHDFKHG�WKLV 

OHYHO�RI�GHYHORSPHQW�UHVSRQVLELOLW\�DQG�WKH�SURMHFW�ZDV�WDNLQJ�WKHP�LQWR�SURGXFW�DUHDV 

WKDW�ZHUH�QHZ�WR�WKH�RYHUDOO�FRPSDQ\��ZLWK�KLJK�SUREDELOLWLHV�RI�LQLWLDO�PDQXIDFWXUH 

EHLQJ�LQ�,UHODQG���)RU�FRPSDQLHV�ZLWK�OLWWOH�RU�QR�SUH�H[LVWLQJ�5	'�DFWLYLWLHV�WKH 

SURMHFW�ZDV�DOVR�PRVWO\�DLPHG�DW�WKH�GHYHORSPHQW�RI�QHZ�SURGXFWV��DOWKRXJK�JHQHUDOO\ 

UHODWHG�WR�WKRVH�WKDW�WKH\�ZHUH�DOUHDG\�PDQXIDFWXULQJ��UDWKHU�WKDQ�WR�WKH�LQFUHPHQWDO 
GHYHORSPHQW�RI�H[LVWLQJ�SURGXFWV� 

��� 'HDGZHLJKW 
$�NH\�TXHVWLRQ�LQ�DQ\�UHYLHZ�RI�D�SXEOLFO\�IXQGHG�LQLWLDWLYH��LQ�WKLV�FDVH�WKH�5	' 

&DSDELOLW\�*UDQWV�6FKHPH��FRQFHUQV�WKH�H[WHQW�WR�ZKLFK�DFWLYLWLHV�VXSSRUWHG�XQGHU 
WKH�LQLWLDWLYH�ZRXOG�KDYH�KDSSHQHG�DQ\ZD\�ZLWKRXW�VXFK�VXSSRUW��L�H��GHDGZHLJKW���7R 

DGGUHVV�WKLV�LVVXH�LW�LV�ILUVW�QHFHVVDU\�WR�FRQVLGHU�WKH�UROH�WKDW�WKH�6FKHPH�KDV�SOD\HG 

LQ�JHQHUDWLQJ�RU�IDFLOLWDWLQJ�WKH�DFWLYLWLHV�WKDW�KDYH�WDNHQ�SODFH� 

$OWKRXJK�WKH�LQLWLDO�FRQFHSWV�IRU�SURMHFWV�VXSSRUWHG�E\�WKH�6FKHPH�JHQHUDOO\�FRPHV 

IURP�ORFDO�PDQDJHPHQW��WKH�GHFLVLRQV�DUH�PDGH�DW�FRPSDQ\�KHDGTXDUWHUV���2XU 
FRPSDQ\�LQWHUYLHZV�ZHUH�ZLWK�ORFDO�PDQDJHPHQW��EXW�LW�ZDV�FOHDU�WKDW�WKH\�ZHUH�ZHOO 
¶LQ�WXQH·�ZLWK�FRUSRUDWH�WKLQNLQJ���,Q�DOO�FDVHV�WKH�SDUHQW�FRPSDQ\·V�GHFLVLRQ�RQ�ZKHUH 
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H
 �� 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW 

WR�ORFDWH�WKH�¶QHZ·�5	'�ZDV�EDVHG�RQ�D�UDQJH�RI�IDFWRUV�LQ�DGGLWLRQ�WR�ILQDQFLDO 
LQFHQWLYHV��VXFK�DV� 

x 3DVW�SHUIRUPDQFH�RI�WKH�VXEVLGLDU\�LQ�GHYHORSPHQW�ZRUN��LI�DQ\�� 
x /DERXU�FRVWV� 
x 4XDOLW\�RI�H[LVWLQJ�H[SHUWLVH�LQ�WKH�ORFDO�FRPSDQ\� 
x 7KH�¶GULYH·�RI�WKH�ORFDO�PDQDJHPHQW�WR�JHW�WKH�SURMHFW�DQG�XQGHUWDNH�LW�HIILFLHQWO\ 

DQG�VXFFHVVIXOO\� 
x 7KH�H[WHQW�RI�ILW�ZLWK�H[LVWLQJ�ORFDO�RSHUDWLRQV�DQG�LWV�VWUDWHJLF�GHYHORSPHQW 

GLUHFWLRQ� 
x /RFDO�DYDLODELOLW\�RI�TXDOLW\�VWDII� 
x $YDLODELOLW\�RI�UHOHYDQW�H[SHUWLVH�LQ�ORFDO�FROOHJHV�RU�UHVHDUFK�LQVWLWXWHV� 
x 3RWHQWLDO�RI�ORFDO�HQWLW\�WR�PDQXIDFWXUH�LI�GHYHORSPHQW�LV�VXFFHVVIXO� 
x 3DVW�H[SHULHQFHV�ZLWK�LQGXVWULDO�GHYHORSPHQW�VXSSRUWV�LQ�WKH�FRXQWU\� 
x 5HJXODWRU\�FRQGLWLRQV� 

,Q�QRQH�RI�WKH�FRPSDQLHV�YLVLWHG�ZDV�WKH�&DSDELOLW\�*UDQW�WKH�VROH�IDFWRU�LQ�GHFLGLQJ 

WR�JR�DKHDG�ZLWK�WKH�SURMHFW�LQ�,UHODQG���%XW�LQ�DOO�FDVHV�LW�KDG�D�UROH���8VXDOO\�WKH 

FRQFHSW�ZDV�DOUHDG\�GHYHORSHG��DW�OHDVW�LQ�RXWOLQH��E\�ORFDO�PDQDJHPHQW��RU�LQLWLDWHG 

DW�FRUSRUDWH�OHYHO�LQ�VRPH�FDVHV���EHIRUH�ORFDO�PDQDJHPHQW�EHFDPH�DZDUH�RI�WKH 

&DSDELOLW\�*UDQW�SRVVLELOLW\���,Q�VRPH�FDVHV�WKH�H[LVWHQFH�RI�D�SRWHQWLDO�JUDQW�SURYLGHG 

WKH�QHFHVVDU\�LPSHWXV�IRU�WKHP�WR�DSSURDFK�FRUSRUDWH�PDQDJHPHQW�ZLWK�WKHLU 
SURSRVDOV���,Q�RWKHUV�LW�KDG�DOUHDG\�EHHQ�GLVFXVVHG�ZLWK�FRUSRUDWH�PDQDJHPHQW��EXW 
QR�GHFLVLRQ�KDG�EHHQ�WDNHQ�RQ�ZKHWKHU�WR�JR�DKHDG�DQG��LI�VR��ZKHUH���)XUWKHUPRUH� 
WKH�SHUFHLYHG�VWURQJ�FRPPLWPHQW�WR�5	'�E\�WKH�,ULVK�*RYHUQPHQW��DV�HYLGHQFHG�E\ 

WKH�LQWURGXFWLRQ�RI�WKLV�6FKHPH�DQG�RWKHU�UHFHQW�5	'�VXSSRUW�LQLWLDWLYHV��ZDV�LWVHOI�D 

VLJQLILFDQW�IDFWRU�LQ�VRPH�RI�WKH�GHFLVLRQ�WR�ORFDWH�IDFLOLWLHV�KHUH� 

,Q�YLHZ�RI�WKH�YDULHW\�RI�UROHV�WKDW�WKH�6FKHPH�KDV�SOD\HG�LQ�WKH�GHFLVLRQ�PDNLQJ 

SURFHVVHV��DQG�WKH�YDULRXV�XQFHUWDLQWLHV�UHJDUGLQJ�LWV�VSHFLILF�FRQWULEXWLRQ�LQ�DQ\ 

LQGLYLGXDO�FDVH��LW�LV�QRW�SRVVLEOH�WR�DUULYH�DW�DQ�REMHFWLYH�PHDVXUH�RI�GHDGZHLJKW� 
6XEMHFWLYHO\��KRZHYHU��EDVHG�RQ�RXU�FRPSDQ\�LQWHUYLHZV��ZH�FRQVLGHU�WKDW�GHDGZHLJKW 
LV�DW�DQ�DFFHSWDEO\�ORZ�OHYHO���:H�MXGJH�WKDW��LQ�WKH�DEVHQFH�RI�&DSDELOLW\�*UDQWV� 
PDQ\��EXW�QRW�DOO��RI�WKH�SURMHFWV�ZRXOG�SUREDEOH�KDYH�JRQH�DKHDG�LQ�VRPH�PRUH 

OLPLWHG�IRUP�²�DV�LQGHHG�ZDV�WKH�FDVH�ZLWK�WKH�¶GHIHUUHG·�SURSRVDO�²�SRVVLEO\�ZLWK�57', 
JUDQW�DVVLVWDQFH� 

:H�WKHUHIRUH�FRQVLGHU�WKDW�WKH�OHYHO�RI�GHDGZHLJKW�LV�TXLWH�ORZ��DQG�LV�PRUH�WKDQ 
FRXQWHUEDODQFHG�E\�WKH�DPRXQW�RI�5	'�DFWLYLW\�JHQHUDWHG�DV�D�UHVXOW�RI�WKH 
JUDQWV� 
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��� 9DOXH�IRU�0RQH\ 
7KH�H[WHQW�WR�ZKLFK�WKH�6FKHPH�LV�SURYLGLQJ�JRRG�YDOXH�IRU�PRQH\�FHQWUHV�RQ�WKUHH 

NH\�TXHVWLRQV� 
x $UH�WKH�VXSSRUWHG�SURMHFWV�OLNHO\�WR�OHDG�WR�GLUHFW�HFRQRPLF�EHQHILWV��LQFUHDVHG 

VDOHV��H[SRUWV��SURILWV��HPSOR\PHQW��HWF���IRU�WKH�FRPSDQ\��DQG�WKHUHIRUH�IRU�WKH 

,ULVK�HFRQRP\" 

x $UH�WKH�VXSSRUWHG�SURMHFWV�PRYLQJ�WKH�FRPSDQLHV�FRQFHUQHG�KLJKHU�XS�WKH�YDOXH 

FKDLQ" 

x :LOO�WKH�SURMHFWV�UHVXOW�LQ�JUHDWHU�HPEHGGHGQHVV�LQ�,UHODQG�RI�WKH�SDUWLFLSDWLQJ 

FRPSDQLHV" 

)URP�RXU�UHYLHZ�RI�WKH�SURMHFWV�ZH�FRQVLGHU�WKDW�PRVW�ZLOO�\LHOG�QHZ��KLJK�WHFKQRORJ\ 

SURGXFWV�RU�VHUYLFHV��DQG�WKDW�WKHUH�LV�D�KLJK�SUREDELOLW\�WKDW�WKHVH�ZLOO�EH 

PDQXIDFWXUHG�LQ��RU�SURYLGHG�IURP��,UHODQG���3HUKDSV�PRUH�VLJQLILFDQWO\��FRUSRUDWH 

KHDGTXDUWHUV�DUH�SURYLGLQJ�RU�DSSURYLQJ�RYHU�����RI�IXQGLQJ�RQ�DYHUDJH�DQG�ZRXOG 

QRW�GR�VR�ZLWKRXW�VDWLVI\LQJ�WKHPVHOYHV�WKDW�WKH�SURMHFW�PDGH�VRXQG�EXVLQHVV�VHQVH� 
$VVXPLQJ�WKH�SURMHFW�LV�VXFFHVVIXO��DQG�WKH�UHVXOWV�LPSOHPHQWHG�LQ�,UHODQG��ZKLFK�ZH 

EHOLHYH�ZLOO�KDSSHQ�LQ�PRVW�FDVHV���,UHODQG�JDLQV�HFRQRPLF�EHQHILWV�GLUHFWO\�IURP�WKLV 

EXVLQHVV�GHFLVLRQ� 

:H�DOVR�EHOLHYH�WKDW��KDYLQJ�GHFLGHG�WR�LQLWLDWH�RU�VXEVWDQWLDOO\�H[SDQG�NH\ 

GHYHORSPHQW�DFWLYLWLHV�LQ�,UHODQG��FRPSDQLHV�ZLOO�EH�PRUH�OLNHO\�WR�VHOHFW�,UHODQG�DV�WKH 

VLWH�IRU�IXWXUH�GHYHORSPHQWV��ERWK�5	'�DQG�PDQXIDFWXULQJ��DQG�SRVVLEO\�RWKHU 
VXSSRUW�VHUYLFHV��WKDQ�WR�SXOO�RXW�RI�WKH�FRXQWU\�ZLWK�WKH�DVVRFLDWHG�ORVV�RI�PXFK�RI 
WKH�H[SHUWLVH�GHYHORSHG�WKURXJK�WKH�SURMHFW���:H�WKHUHIRUH�FRQVLGHU�WKDW WKH�6FKHPH 
LV�YHU\�OLNHO\�WR�PHHW�RQH�RI�LWV�NH\�REMHFWLYHV��QDPHO\�LQFUHDVLQJ�WKH 
HPEHGGHGQHVV�KHUH�RI�IRUHLJQ�RZQHG�FRPSDQLHV� ,W�ZLOO��KRZHYHU��WDNH�VHYHUDO 
\HDUV�IRU�FOHDU�HYLGHQFH�WR�HPHUJH�IRU�UHOLDEO\�WHVWLQJ�WKLV�YLHZ� 

,W�LV�DOVR�HYLGHQW�IURP�RXU�LQWHUYLHZV�ZLWK�FRPSDQLHV�WKDW�WKHLU�H[LVWLQJ�SURGXFWLRQ 

DFWLYLWLHV�DUH�XQGHU�LQFUHDVLQJ�FRPPHUFLDO�SUHVVXUHV�IURP�VXEVLGLDULHV�LQ�ORZHU�ZDJHG 

FRXQWULHV���6RPH�RI�WKHVH�SURGXFW�OLQHV�DUH�ZHOO�HVWDEOLVKHG��WHQGLQJ�WRZDUGV 

¶FRPPRGLW\·�VWDWXV��DQG�ZLOO�LQHYLWDEO\�EH�ORVW�RYHU�WLPH����,QGHHG��LQ�PDQ\�FDVHV��WKLV 

LV�D�NH\�GULYLQJ�IRUFH�EHKLQG�ORFDO�PDQDJHPHQW·V�SXVK�WR�EHFRPH�FHQWUDOO\�LQYROYHG�LQ 

WKH�GHYHORSPHQW�RI�QHZ�SURGXFWV����7KH�5	'�WHDPV�EHLQJ�VXSSRUWHG�E\�WKH�&DSDELOLW\ 

*UDQWV�DUH�ZRUNLQJ�RQ�FRPSOHWHO\�QHZ�SURGXFWV��SURFHVVHV�RU�VHUYLFHV�DQG�JHQHUDOO\ 

RI�KLJKHU�WHFKQRORJ\��ZLWK�WKH�SUREDELOLW\�WKDW�WKHVH�ZLOO�EH�SURGXFHG�LQ�,UHODQG� 
&RQVHTXHQWO\ WKH�6FKHPH�LV�MXGJHG�OLNHO\�WR�PHHW�LWV�RWKHU�PDLQ�REMHFWLYH� 
QDPHO\�PRYLQJ�WKH�FRPSDQLHV�LQYROYHG�XS�WKH�YDOXH�FKDLQ� 
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$�IXUWKHU�DVSHFW�WR�FRQVLGHU�LQ�UHODWLRQ�WR�YDOXH�IRU�PRQH\�LV�WKH�WRWDO�5	'�VSHQG�WKDW 
WKH�6FKHPH�LV�KHOSLQJ�WR�JHQHUDWH�DQG�WKH�VLJQLILFDQFH�RI�WKLV�LQ�WKH�FRQWH[W�RI 
H[LVWLQJ�5	'�H[SHQGLWXUH�E\�IRUHLJQ�RZQHG�FRPSDQLHV�LQ�,UHODQG���$V�QRWHG�LQ 

VHFWLRQ �����WKH�SXEOLF�PRQH\ VR�IDU�FRPPLWWHG�WR�WKH�6FKHPH�E\�ZD\�RI�JUDQW 
DSSURYDOV��QDPHO\�½����P��LV�OHYHUDJLQJ�DQ�5	'�VSHQG�WRWDOOLQJ�½�����P��RYHU�WZR 

\HDUV���7KLV�LV�D�YHU\�VXEVWDQWLDO�DPRXQW��DV�WKH�WRWDO�H[SHQGLWXUH�RQ�5	'�SHUIRUPHG 

E\�PXOWL�QDWLRQDO�FRPSDQLHV�LQ�,UHODQG�LQ������ZDV�½���P���,W�VKRXOG�DOVR�EH�ERUQH 

LQ�PLQG�WKDW�WKH�FRPSDQLHV�WKHPVHOYHV�DUH�IXQGLQJ�VRPH�WKUHH�TXDUWHUV�RI�WKH�SURMHFW 
LPSOHPHQWDWLRQ�FRVWV��WKHUHE\�SURYLGLQJ�VXEVWDQWLDO�WD[�UHYHQXHV� 

:KHQ�DVVHVVLQJ�YDOXH�IRU�PRQH\��WKH�LQGLUHFW�EHQHILWV�GHVFULEHG�LQ�VHFWLRQ ����VKRXOG 

DOVR�EH�WDNHQ�IXOO\�LQWR�DFFRXQW��SDUWLFXODUO\�WKH�6FKHPH·V�UROH�LQ�GHPRQVWUDWLQJ�D 

VWURQJ�FRPPLWPHQW�E\�WKH�*RYHUQPHQW�WR�H[SDQGLQJ�LQGXVWULDO�5	'�KHUH���,W�LV�FOHDU 
IURP�RXU�FRPSDQ\�LQWHUYLHZV�WKDW�WKLV�KDV�D�VXEVWDQWLDO�SRVLWLYH�LQIOXHQFH�RQ 

FRUSRUDWH�GHFLVLRQ�PDNHUV�WR�JLYH�PRUH�VHULRXV�FRQVLGHUDWLRQ�WR�,UHODQG�DV�DQ�5	' 

ORFDWLRQ�WKDQ�WKH\�GLG�LQ�WKH�SDVW� 

2YHUDOO��WKHUHIRUH��ZH�FRQFOXGH�IURP�WKH�FXUUHQW�HYLGHQFH�WKDW�WKH�6FKHPH�LV�RQ 
FRXUVH�WR�SURYLGH�H[FHOOHQW�YDOXH�IRU�PRQH\��EXW�WKDW�WKH�EHQHILWV�ZLOO�RQO\�IXOO\ 

RYHU�HPHUJH�DIWHU�VHYHUDO�\HDUV� 

��� 0DUNHW�3HQHWUDWLRQ 

2I�WKH�����RU�VR�IRUHLJQ�RZQHG�FRPSDQLHV�LQ�,UHODQG� D�VLJQLILFDQW�SURSRUWLRQ�DUH 

XQOLNHO\�WR�SXUVXH�5	'�DFWLYLWLHV�KHUH��DW�OHDVW�LQ�WKH�VKRUW�WHUP���7KHUH�DUH�D�YDULHW\ 

RI�UHDVRQV�IRU�WKLV��VXFK�DV� 
x 7KHLU�VPDOO�VL]H� 
x 7KH�LQGXVWU\�VHFWRU�LQ�ZKLFK�WKH\�RSHUDWH� 
x $�FRUSRUDWH�SROLF\�RI�FHQWUDOLVLQJ�DOO�5	'�DW�RU�QHDU�FRPSDQ\�KHDGTXDUWHUV� 
x $Q�DWWLWXGH�E\�ORFDO�PDQDJHPHQW�WKDW�IRFXVHV�RQO\�RQ�FDUU\LQJ�RXW�WKHLU 

DVVLJQHG�IXQFWLRQV�DV�HIIHFWLYHO\�DV�SRVVLEOH��UDWKHU�WKDQ�DOVR�DFWLYHO\�VHHNLQJ�WR 

ZLGHQ�WKHLU�UHPLW�ZLWKLQ�WKH�FRUSRUDWH�HQWLW\� 

� 7KLV�QXPEHU�H[FOXGHV�,)6&�FRPSDQLHV��IRU�WKH�YDVW�PDMRULW\�RI�ZKLFK�WKH�5	'�&DSDELOLW\�*UDQWV�6FKHPH�LV�QRW 
UHOHYDQW 
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&OHDUO\�VXFK�FRPSDQLHV�FDQQRW�EH�FODVVHG�DV�FDQGLGDWHV�IRU�WKH�6FKHPH�DW�SUHVHQW� 
7KLV�FODVVLILFDWLRQ�VKRXOG��KRZHYHU��EH�UHYLHZHG�SHULRGLFDOO\�VLQFH�FKDQJHV�PD\�RFFXU 
LQ�WKH�XQGHUO\LQJ�IDFWRUV�WKDW�FXUUHQWO\�UXOH�WKHP�RXW�DV�FDQGLGDWHV� 
7KH�RWKHU�IRUHLJQ�RZQHG�FRPSDQLHV�DUH�FDQGLGDWHV�DQG�WKHUHIRUH�FRQVWLWXWH�WKH 

SRWHQWLDO�PDUNHW�IRU�WKH�6FKHPH��SDUWLFXODUO\�LI�WD[�FUHGLWV�IRU�5	'�DUH�LQWURGXFHG 

�VHH�VHFWLRQ �������,W�DSSHDUV�WR�XV��KRZHYHU��WKDW�WKHUH�LV�FXUUHQWO\�QR�RYHUDOO�YLHZ 

ZLWKLQ�,'$�RI�WKH�VL]H�RI�WKLV�SRWHQWLDO�PDUNHW�RU�RI�WKH�FRPSDQLHV�LQYROYHG���:H 

FRQVLGHU�WKDW�WKHUH�LV�D�QHHG�WR�ILUVWO\�LGHQWLI\�WKH�VL]H�RI�WKLV�PDUNHW�DQG��RQ�WKLV 

EDVLV��WR�VHW�DQQXDO�WDUJHWV�IRU�QHZ�5	'�&DSDELOLW\�SURMHFWV� 
:KLOVW�WKH�FRPPHQWV�RQ�LGHQWLILFDWLRQ�RI�SRWHQWLDO�PDUNHW�UHIHU�VSHFLILFDOO\�WR�WKH�5	' 

&DSDELOLW\�6FKHPH��WKH\�PD\�DOVR�UHOHYDQW�WR�WKH�IXOO�UDQJH�RI�GHYHORSPHQWDO�VXSSRUWV 

SURYLGHG�E\�,'$���,QGHHG�ZH�XQGHUVWDQG�WKDW�WKLV�KDV�EHHQ�UHFRJQLVHG�DQG�DGGUHVVHG 

WKURXJK�WKH�UHFHQW�GHYHORSPHQW�RI�WKH�6WUDWHJLF�&RPSHWLWLYHQHVV�3URJUDPPH��6&3����$ 

NH\�HOHPHQW�RI�WKH�6&3�LQLWLDWLYH�LV�WR�FODVVLI\�WKH�IXOO�UDQJH�RI�,'$�FOLHQW�FRPSDQLHV 

DFFRUGLQJ�WR�WKHLU�SHUFHLYHG�GHYHORSPHQW�SRWHQWLDO�DQG��RQ�WKLV�EDVLV��WR�HVWDEOLVK 

GLIIHUHQW�DUUDQJHPHQWV�IRU�LQWHUDFWLQJ�ZLWK�WKHP� 

��� ,PSOHPHQWDWLRQ�0HWKRGRORJ\ 
,Q�RUGHU�WR�PD[LPLVH�WKH�EHQHILWV�DFFUXLQJ�IURP�DQ\�LQLWLDWLYH�LW�LV�LPSRUWDQW�WKDW�LW�LV 

LPSOHPHQWHG�DV�HIILFLHQWO\�DQG�HIIHFWLYHO\�DV�SRVVLEOH���2Q�WKH�EDVLV�RI�WKH�ILQGLQJV 

IURP�RXU�UHYLHZ�ZH�FRQVLGHU�WKDW�WKH�FXUUHQW�LPSOHPHQWDWLRQ�PHWKRGRORJ\�LV 
JHQHUDOO\�VDWLVIDFWRU\���2XU�H[DPLQDWLRQ�RI�WKH�6FKHPH�LQ�JHQHUDO�DQG�WKH�ILQGLQJV 

IURP�RXU�LQWHUYLHZV�²�SDUWLFXODUO\�WKRVH�ZLWK�FRPSDQLHV�²�KDYH��KRZHYHU��LGHQWLILHG 

VHYHUDO�DUHDV�ZKHUH�ZH�FRQVLGHU�WKDW�WKHUH�LV�VFRSH�IRU�DGMXVWPHQWV��PDQ\�TXLWH 

PLQRU��WKDW�ZRXOG�DVVLVW�LQ�HQKDQFLQJ�LWV�HIIHFWLYHQHVV���7KHVH�HQFRPSDVV�PDQ\ 

DVSHFWV�RI�WKH�6FKHPH·V�RSHUDWLRQV��UDQJLQJ�IURP�LWV�SURPRWLRQDO�PHWKRGV��WKURXJK 

LWV�DSSOLFDWLRQ�DQG�DSSURYDO�SURFHVVHV��WR�LWV�GUDZGRZQ�SURFHGXUHV��WRJHWKHU�ZLWK�WKH 

PRQLWRULQJ�DQG�UHSRUWLQJ�DUUDQJHPHQWV� 

5DWKHU�WKDW�GLVFXVVLQJ�HDFK�RI�WKHVH�DVSHFWV�KHUH��ZH�FRQVLGHU�WKHP�LQ�&KDSWHU ��� 
7KLV�SHUPLWV�D�FOHDUHU�OLQNDJH�WR�EH�HVWDEOLVKHG�EHWZHHQ�WKH�UHOHYDQW�ILQGLQJV�RQ�HDFK 

DVSHFW�DQG�WKH�DVVRFLDWHG�UHFRPPHQGDWLRQV� 
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� &RQFOXVLRQV 
,Q�WKLV�VKRUW�&KDSWHU�ZH�SUHVHQW WKH�NH\�FRQFOXVLRQV�IURP�WKH�UHYLHZ��GUDZQ�WRJHWKHU 
IURP�WKH�ILQGLQJV�UHSRUWHG�DQG�GLVFXVVHG�LQ�WKH�SUHFHGLQJ�&KDSWHUV���7KHVH�DUH� 

x 7KH�UDWLRQDOH�IRU�LQWURGXFLQJ�WKH�6FKHPH�LQ������ZDV�YDOLG���*LYHQ�WKH�WLJKWHQLQJ�RI 
(8�UXOHV�RQ�WKH�PDLQ�ILQDQFLDO�VXSSRUW�PHFKDQLVPV�XVHG�LQ�WKH�SDVW��VXFK�DV 

FDSLWDO�DQG�HPSOR\PHQW�JUDQWV��DQ�LQFUHDVLQJO\�LPSRUWDQW�UROH�KDV�HPHUJHG�IRU 
RWKHU�VXSSRUW�LQLWLDWLYHV�VXFK�DV�WUDLQLQJ�JUDQWV��57',�DQG�5	'�&DSDELOLW\�*UDQWV� 
DV�WRROV�IRU�VXSSRUWLQJ�FRPSDQ\�GHYHORSPHQW���:H�FRQVLGHU�WKDW�WKH�6FKHPH LV�HYHQ 

PRUH�YLWDO�QRZ�LQ�YLHZ�RI�WKH�FXUUHQW�HFRQRPLF�FOLPDWH�DQG�,UHODQG·V�FRPPLWPHQW�WR 

WKH�(8�WDUJHW�RI�UDLVLQJ�5	'�H[SHQGLWXUH�WR����RI�*'3�E\������ 
x 7KH�6FKHPH�KDV WZR�FRUH�REMHFWLYHV���QDPHO\� 

� 0RYLQJ�,ULVK�VXEVLGLDULHV�RI�PXOWLQDWLRQDO�FRPSDQLHV�XS�WKH�YDOXH�FKDLQ� 
� ,QFUHDVLQJ�WKH�HPEHGGHGQHVV�LQ�,UHODQG�RI�WKHVH�VXEVLGLDULHV� 

7KHVH�REMHFWLYHV�DUH�DSSURSULDWH��EXW�ORQJ�WHUP���7KH\�VKRXOG�EH�VXSSOHPHQWHG�E\ 

DQ�LQWHUPHGLDWH�RQH��UHIOHFWLQJ�WKH�PHFKDQLVP�IRU�DFKLHYLQJ�WKH�FRUH�REMHFWLYHV� 
� 'HYHORSLQJ�D�VXEVWDQWLDO��DQG�VXVWDLQHG��HQKDQFHPHQW�RI�WKH�5	'�DFWLYLWLHV�LQ 

,ULVK�VXEVLGLDULHV�RI�PXOWLQDWLRQDO�FRPSDQLHV� 
x 7KH�REMHFWLYHV�UHTXLUH�DQ�DVVRFLDWHG�VHW�RI�LQGLFDWRUV�WKDW�FDQ�EH�XVHG�LQ�WKH�IXWXUH 

IRU�PHDVXULQJ�WKH�H[WHQW�WR�ZKLFK�WKH\�KDYH�EHHQ�DFKLHYHG� 
x 3URMHFWV�DSSURYHG�WR�GDWH�DUH�RI�KLJK�TXDOLW\��IXOO\�FRQVLVWHQW�ZLWK�WKH�6FKHPH·V 

REMHFWLYHV��DQG�DUH�JHQHUDOO\�RQ�VFKHGXOH� 
x 7KH�IXOO�LPSDFW�RI�WKHVH�SURMHFWV�RQ�WKH�GHYHORSPHQW�RI�WKH�FRPSDQLHV�LQYROYHG��DQG 

WKHUHIRUH�WKH�6FKHPH·V�EHQHILWV�WR�WKH�QDWLRQDO�HFRQRP\��ZLOO�RQO\�HPHUJH�DIWHU�D 

PLQLPXP�RI�IRXU�WR�ILYH�\HDUV�IURP�WKH�WLPH�RI�SURMHFW�DSSURYDO���7KH�HDUO\�HYLGHQFH 

IURP�WKLV�UHYLHZ��KRZHYHU��VXJJHVWV�WKDW�WKHVH�LPSDFWV�DQG�EHQHILWV�ZLOO�EH�YHU\ 

SRVLWLYH� 
x $OWKRXJK�UHJLRQDO�GHYHORSPHQW�LV�QRW�D�FRUH�REMHFWLYH�RI�WKH�6FKHPH��LW�LV�RQ�WUDFN�WR 

PDNH�D�VLJQLILFDQW�FRQWULEXWLRQ�LQ�WKLV�UHJDUG� 
x 7KH�H[WHQW�RI�GHDGZHLJKW�LQ�WKH�6FKHPH�FDQQRW�EH�DFFXUDWHO\�MXGJHG��GXH�WR�WKH 

ZLGH�UDQJH�RI�IDFWRUV�LQIOXHQFLQJ�FRUSRUDWH�GHFLVLRQV�WR�HVWDEOLVK�RU�H[SDQG�5	' 

IDFLOLWLHV�LQ�,UHODQG��DQG�WKH�YDU\LQJ�LPSRUWDQFH�RI�WKHVH�IDFWRUV�LQ�HDFK�LQGLYLGXDO 
FDVH���,Q�RXU�HVWLPDWLRQ�WKH�GHDGZHLJKW�LV�DW�D�ORZ�DQG�DFFHSWDEOH�OHYHO� 

x %DVHG�RQ�WKH�LQGLFDWLRQV�WR�GDWH��WKH�6FKHPH�LV�FRQVLGHUHG�WR�EH�H[FHOOHQW�XVH�RI 
6WDWH�PRQH\� 

x 2SHUDWLRQDO�SURFHGXUHV�DUH�VDWLVIDFWRU\��EXW�ZLWK�VFRSH�IRU�VRPH�LPSURYHPHQW�LQ 

VHYHUDO�DUHDV� 

� ,'$�%RDUG�3DSHU��1RYHPEHU������ 
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H 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW �� 

�� 5HFRPPHQGDWLRQV 
,W�LV�FOHDU�IURP�RXU�ILQGLQJV�WKDW�WKH�6FKHPH·V�UDWLRQDOH�LV�YDOLG��WKDW�LW�LV�VXSSRUWLQJ 

KLJK�TXDOLW\�LQGXVWULDO�UHVHDUFK��RQ�FRXUVH�WR�PHHW�LWV�REMHFWLYHV�DQG�SURYLGLQJ�YHU\ 

JRRG�YDOXH�IRU�PRQH\���2XU�FHQWUDO�UHFRPPHQGDWLRQ�LV�WKHUHIRUH� 
7KH�6FKHPH�VKRXOG�EH�FRQWLQXHG�DQG�SURPRWHG�DJJUHVVLYHO\�ZLWK�WKH�DLP�RI 
H[SDQGLQJ�FRQVLGHUDEO\�WKH�QXPEHU�RI�ILUPV�LQYROYHG��ZKLOH�PDLQWDLQLQJ 
ULJRURXV�WHFKQLFDO�DVVHVVPHQWV�WR�HQVXUH�WKDW�SURMHFW�TXDOLW\�UHPDLQV�KLJK� 

$V�QRWHG�LQ�&KDSWHU ���KRZHYHU��ZH�FRQVLGHU�WKDW�WKH�6FKHPH·V�HIILFLHQF\�DQG 

HIIHFWLYHQHVV��DQG�WKHUHIRUH�LWV�HYHQWXDO�LPSDFWV��FDQ�EH�LPSURYHG�E\�PDNLQJ�VRPH 

DGMXVWPHQWV�LQ�LWV�RSHUDWLRQDO�SURFHGXUHV���,Q�WKLV�&KDSWHU�ZH�PDNH�D�VHULHV�RI 
UHFRPPHQGDWLRQV�WR�WKLV�HIIHFW���)RU�FRQYHQLHQFH�WKHVH�UHFRPPHQGDWLRQV�DUH 

FODVVLILHG�LQWR�D�VHULHV�RI�VHFWLRQV��HDFK�GHDOLQJ�ZLWK�D�SDUWLFXODU�RSHUDWLRQDO�DUHD� 
(DFK�VHFWLRQ�VWDUWV�ZLWK�D�EULHI�VXPPDU\��LQ�EXOOHW�SRLQW�IRUP��GUDZLQJ�WRJHWKHU�WKH 

SDUWLFXODU�ILQGLQJV�IURP�HDUOLHU�&KDSWHUV�UHODWLQJ�WR�WKDW�WRSLF���7KLV�LV�IROORZHG�E\�RXU 
UHFRPPHQGDWLRQV�RU��LQ�FDVHV�ZKHUH�ZH�KDYH�QRQH��E\�D�EULHI�FRPPHQWDU\�RQ�WKH 

ILQGLQJV� 

���� &R�RUGLQDWLRQ�RI�WKH�6FKHPH 
)LQGLQJV� 

x 1RERG\�LQ�,'$�KDV�D�FRPSUHKHQVLYH�RYHUYLHZ�RI�WKH�6FKHPH�RU�KRZ�LW�LV 

RSHUDWLQJ����2QH�H[HFXWLYH�LQ�WKH�3ODQQLQJ�'LYLVLRQ�KDV�D�SDUWLDO�SLFWXUH��EDVHG 

RQ�SURSRVDOV�JRLQJ�WR�0DQDJHPHQW�,QYHVWPHQW�&RPPLWWHH�RU�%RDUG��GLVFXVVLRQV 

ZLWK�VRPH�3URMHFW�([HFXWLYHV��RFFDVLRQDO�LQ�KRXVH�UHYLHZV��HWF� 
x 0RVW�FRPSDQLHV�DUH�XQKDSS\�DERXW�WKH�WLPH�WDNHQ�IURP�VXEPLVVLRQ�RI�SURSRVDO 

WR�UHFHLSW�RI�DSSURYDO� 
x 7R�VRPH�FRPSDQLHV�LW�DSSHDUHG�WKDW�WKH\�ZHUH�GHDOLQJ�ZLWK�D�VHULHV�RI�VHSDUDWH 

$JHQF\�LQGLYLGXDOV�ZLWK�PLQLPDO�LQWHU�FRPPXQLFDWLRQ� 
x 7KH�IROORZ�XS�RQ�GHIHUUHG�SURMHFWV�LV�XQVDWLVIDFWRU\� 
x $W�OHDVW�WHQ�DSSOLFDWLRQV�SURFHHGHG�DV�IDU�DV�KDYLQJ�D�WHFKQLFDO�DVVHVVPHQW 

FDUULHG�RXW�EXW�ZHUH�WKHQ�QRW�SXW�IRUZDUG�IRU�DSSURYDO��IRU�UHDVRQV�WKDW�DUH�QRW 
FOHDU���,QIRUPDWLRQ�RQ�WKHVH�LV�QRW�KHOG�FHQWUDOO\�EXW�LV�SUHVXPDEO\�GLVWULEXWHG 

DPRQJ�WKH�ILOHV�RI�LQGLYLGXDO�3URMHFW�([HFXWLYHV� 
x 'HVSLWH�WKH�YDULRXV�LPSURYHPHQWV�WKDW�KDYH�EHHQ�PDGH�WR�WKH�*XLGHOLQHV��ERWK 

FRPSDQLHV�DQG�3URMHFW�([HFXWLYHV�FRQVLGHU�WKDW�WKH\�QHHG�WR�EH�IXUWKHU 
GHYHORSHG�DQG�PRUH�FRPSUHKHQVLYH� 
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H
 �� 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW 

x 7KH�%RDUG�FRQVLGHUV�WKH�6FKHPH�WR�EH�YHU\�LPSRUWDQW�DQG�ZRXOG�OLNH�WR�UHFHLYH 

UHJXODU�VWDWXV�UHSRUWV� 
x 7KH�DEVHQFH�RI�D�SHUVRQ�ZLWK�D�IXOO�RYHUYLHZ�RI�WKH�6FKHPH�UHGXFHV�LWV 

HIILFLHQF\��WR�WKH�GHWULPHQW�RI�FRPSDQLHV� 
5HFRPPHQGDWLRQV� 

$SSRLQW�D�6FKHPH�FR�RUGLQDWRU��UHSRUWLQJ�WR�WKH�([HFXWLYH�'LUHFWRU�IRU 
2SHUDWLRQV��ZLWK�IXQFWLRQV�DQG�UHVSRQVLELOLWLHV�DV�RXWOLQHG�EHORZ� 

3URSRVHG�)XQFWLRQV�DQG�UHVSRQVLELOLWLHV�RI�WKH�6FKHPH�&R�RUGLQDWRU� 
x 3UHSDULQJ�SULQWHG�DQG�ZHE�EDVHG�SURPRWLRQDO�PDWHULDO��VHH�VHFWLRQ������� 
x 3UHSDULQJ�FRPSUHKHQVLYH�ZULWWHQ�JXLGHOLQHV��IRU�ERWK�FRPSDQLHV�DQG�3URMHFW 

([HFXWLYHV��ZLWK�XSGDWHV�DV�QHZ�SUREOHPV�HPHUJH��VHFWLRQ������� 
x ,GHQWLI\LQJ�WKH�SRWHQWLDO�PDUNHW�IRU�WKH�6FKHPH�DQG�SURSRVLQJ�DQQXDO�WDUJHWV 

IRU�QHZ�5	'�&DSDELOLW\�SURMHFWV��VHFWLRQ ����� 
x 8QGHUWDNLQJ�D�UHYLHZ�RI�DOO�SURMHFWV�WKDW�ZHUH�QRW�VXEPLWWHG�IRU�DSSURYDO�DIWHU 

WKHLU�WHFKQLFDO�DVVHVVPHQWV�WR�VHH�LI�WKHUH�DUH�XVHIXO�OHVVRQV�WR�EH�OHDUQHG 

UHJDUGLQJ�WKH�6FKHPH·V�RSHUDWLRQV� 
x $UUDQJLQJ�ZRUNVKRSV�LQYROYLQJ�3URMHFW�([HFXWLYHV�DQG�PDQDJHUV��7HFKQLFDO 

$VVHVVRUV��0,&�DQG�%RDUG�PHPEHUV��/HJDO�DQG�*UDQW�3D\PHQWV�VWDII� 
x %HLQJ�¶RQ�FDOO·�ZKHQ�DQ\�GLIILFXOWLHV�DULVH�WR�DGYLVH�3URMHFW�([HFXWLYHV��DQG�YLVLW 

FRPSDQLHV�LI�DSSURSULDWH� 
x 0DLQWDLQLQJ�D�FRPSUHKHQVLYH�GDWDEDVH�RQ�WKH�6FKHPH��UHFRUGLQJ��ZLWK�GDWHV��DOO 

SURSRVDOV�XQGHU�GLVFXVVLRQ�DQG�SURMHFWV�LQ�SURJUHVV��LQFOXGLQJ�GUDZGRZQV�� 
x ,QWHUYHQLQJ�LQ�WKH�DSSOLFDWLRQ��DSSURYDO��FRQWUDFW�RU�GUDZGRZQ�SURFHVVHV 

ZKHQHYHU�VLJQLILFDQW�GHOD\V�EHFRPH�HYLGHQW� 
x 3HULRGLFDOO\�FDOFXODWLQJ�SURFHVV�DQG�LPSDFW�LQGLFDWRUV��VHH�VHFWLRQ���������ZLWK 

DVVRFLDWHG�FROOHFWLRQ�RI�WKH�QHFHVVDU\�GDWD�IURP�FRPSDQLHV� 
x 3URYLGLQJ�WKH�%RDUG�DQG�'HSDUWPHQW�ZLWK�UHJXODU�SURJUHVV�UHSRUWV� 
x &RQGXFWLQJ��RU�DUUDQJLQJ�IRU��SHULRGLF�UHYLHZV�RI�WKH�6FKHPH��XVLQJ�D�VLPLODU 

PHWKRGRORJ\�WR�WKDW�HPSOR\HG�LQ�WKLV�UHYLHZ��EXW�RQ�D�PRUH�OLPLWHG�VFDOH� 
&RPPHQWV� 
:H�FRQVLGHU�WKH�DSSRLQWPHQW�RI�D�FR�RUGLQDWRU�IRU�WKH�6FKHPH�WR�EH�D�IXQGDPHQWDO 
UHTXLUHPHQW�IRU�GULYLQJ�WKH�6FKHPH�PRUH�G\QDPLFDOO\��WKHUHE\�LPSURYLQJ�LWV�HIILFLHQF\ 

DQG�HIIHFWLYHQHVV��DQG�LW�VKRXOG�WKHUHIRUH�UHFHLYH�WKH�KLJKHVW�SULRULW\� 
:KLOH�FRQVLGHUDWLRQ�RI�RWKHU�,'$�SURJUDPPHV�OLHV�RXWVLGH�WKH�UHPLW�RI�WKLV�UHYLHZ��ZH 

VXJJHVW�WKH�FR�RUGLQDWRU�PLJKW�XVHIXOO\�EH�DVVLJQHG�VLPLODU�IXQFWLRQV�LQ�UHODWLRQ�WR 

WKH�57',��DQG�SHUKDSV�WKH�7UDLQLQJ�3URJUDPPH� 
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H 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW �� 

���� 3URPRWLRQ�RI�WKH�6FKHPH 
)LQGLQJV� 

x 6RPH�FRPSDQLHV�IRXQG�RXW�DERXW�WKH�6FKHPH�GLUHFWO\��UDWKHU�WKDQ�WKURXJK�D 

3URMHFW�([HFXWLYH� 
x 6HYHUDO�FRPSDQLHV�ZRXOG�KDYH�EHQHILWHG�IURP�NQRZLQJ�DERXW�WKH�6FKHPH 

HDUOLHU� 
x -XVW���3URMHFW�([HFXWLYHV�GHDOW�ZLWK�����RI�WKH�SURSRVDOV� 
x ,Q�WKH�SDVW�QLQH�PRQWKV�WKHUH�KDV�EHHQ�D�PDUNHG�UHGXFWLRQ�LQ�WKH�SURSRUWLRQ�RI 

SURSRVDOV�DULVLQJ�IURP�QHZ�5	'�SHUIRUPHUV�� 
x 7KH�H[LVWHQFH�RI�WKH�6FKHPH��DQG�WKH�UHFHQW�LQWURGXFWLRQ�RI�RWKHU�5	'�UHODWHG 

LQLWLDWLYHV��KDYH�GHYHORSHG�D�SRVLWLYH�SHUFHSWLRQ�DPRQJ�VRPH�FRPSDQLHV�RI 
,UHODQG·V�FRPPLWPHQW�WR�VXSSRUWLQJ�5	'� 

x	 ,Q�86$��WKH�ZRUG�¶VFKHPH·�FDQ�KDYH�QHJDWLYH�FRQQRWDWLRQV� 
5HFRPPHQGDWLRQV� 

3URGXFH�D�EURFKXUH�RQ�WKH�6FKHPH�DQG�GLVWULEXWH�WKLV�WR�DOO�H[LVWLQJ�DQG 
SRWHQWLDO�,'$�FRPSDQLHV���,QFOXGH�LQ�WKLV�EURFKXUH�LQIRUPDWLRQ�RQ�RWKHU 
UHOHYDQW�5	'�VXSSRUW�LQLWLDWLYHV��H�J��57',�DQG�6FLHQFH�)RXQGDWLRQ�,UHODQG�� 
$OVR�SURYLGH�WKLV�LQIRUPDWLRQ�RQ�WKH�,'$�ZHE�VLWH���(QVXUH�WKDW�WKH�EURFKXUH 
DQG�WKH�ZHE�LQIRUPDWLRQ�DUH�NHSW�XS�WR�GDWH� 

0DLQWDLQ�D�EDODQFH�EHWZHHQ�ODUJH�SURMHFWV�IURP�PDMRU�PXOWLQDWLRQDOV�DQG 
VPDOOHU�SURMHFWV�IRU�QHZ�5	'�SHUIRUPHUV� 

&RQVLGHU�FKDQJLQJ�µ6FKHPH¶�WR�µ3URJUDPPH¶�RU�µ,QLWLDWLYH¶� 

���� *XLGHOLQHV 
)LQGLQJV� 

x 7KHUH�LV�D�VWURQJ�IHHOLQJ�DPRQJ�FRPSDQLHV�WKDW�FOHDUHU��ZULWWHQ�JXLGHOLQHV�DUH 

QHHGHG��SDUWLFXODUO\�UHJDUGLQJ�ZKDW�FRVWV�FDQ���FDQQRW�EH�LQFOXGHG�DQG�WKH 

UXOHV�RQ�UHWURVSHFWLRQ��SDUWLFXODUO\�ZKHQ�WKHUH�LV�D�VLJQLILFDQW�WLPH�LQWHUYDO 
EHWZHHQ�DSSOLFDWLRQ�DQG�DSSURYDO�� 

x	 6RPH�3URMHFW�([HFXWLYHV�ZRXOG�ZHOFRPH�FOHDUHU�JXLGHOLQHV� 

� /DUJH�SURMHFWV�IURP�PDMRU�PXOWLQDWLRQDOV�ZLOO�KDYH�WKH�ELJJHVW�LPSDFW�LQ�WHUPV�RI�PHHWLQJ�,UHO DQG¶V�FRPPLWPHQW�WR
WKH�(8�WDUJHW�RI� UDLVLQJ�5	'�H[SHQGLWXUH�WR����RI�*'3�E\��������$�VLJQLILFDQW�IRFXV�RQ�VXFK�FRPSDQLHV�DQG 
SURMHFWV�LV�WKHUHIRUH�DSSURSULDWH���+RZHYHU��WKH�SURMHFWV�ZH�H[DPLQHG�IRU�VPDOOHU��QHZ�WR�5	'�FRPSDQLHV�ZHUH
DOO�RI�KLJK�TXDOLW\�DQG�OLNHO\�WR�OHDG�WR�VLJQLILFDQW�JURZWK��DV�ZHOO�DV�PRYLQJ�WKHP�VXEVWDQWLDOO\�XS�WKH�YDOXH�FKDLQ 
DQG�HQKDQFLQJ�WKHLU� HPEHGGHGQHVV�±�WKH�FRUH�REMHFWLYHV�RI�WKH�6FKHPH���)XUWKHUPRUH��VXFK�SURMHFWV�JHQHUDOO\ 
LQYROYH�PXFK�ORZHU�JUDQW�DPRXQWV�DQG�WKHUHIRUH�KDYH�WKH�SRWHQWLDO�WR�SURYLGH�H[FHOOHQW�YDOXH�IRU�PRQH\� 
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H �� 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW 

5HFRPPHQGDWLRQ� 
3URGXFH�FRPSUHKHQVLYH�ZULWWHQ�JXLGHOLQHV�RQ�DOO�DVSHFWV�RI�WKH�6FKHPH��IRU�ERWK 
FRPSDQLHV�DQG�3URMHFW�([HFXWLYHV� 

7KHVH�JXLGHOLQHV�VKRXOG�EH�XSGDWHG�UHJXODUO\�WR�LQFOXGH�DGYLFH�RQ�QHZ�SUREOHP 
DUHDV�WKDW�DUH�OLNHO\�WR�DULVH�IURP�WLPH�WR�WLPH� 

���� &RPSDQ\�$SSOLFDWLRQ�)RUP 
)LQGLQJV� 

x %RWK�FRPSDQLHV�DQG�3URMHFW�([HFXWLYHV�DSSUHFLDWH�WKH�VKRUW�&RPSDQ\ 

$SSOLFDWLRQ�)RUP��EXW�WKH�VXEVHTXHQW�QHHG�IRU�PRUH�GHWDLOHG�ILQDQFLDO�DQG 

WHFKQLFDO�LQIRUPDWLRQ�LV�QRW�DOZD\V�IODJJHG�DQG�FDQ�WKHUHIRUH�FDXVH�GLIILFXOWLHV 

DQG�GHOD\V� 
x 7KH�7HFKQLFDO�$VVHVVPHQW�8QLW�KDV�H[SHULHQFHG�GLIILFXOWLHV�ZLWK�VRPH 

DSSOLFDWLRQV�LQ�VHOHFWLQJ�WKH�PRVW�DSSURSULDWH�$VVHVVRU�GXH�WR�WKH�YHU\�OLPLWHG 

LQIRUPDWLRQ�SURYLGHG�RQ�WKH�&RPSDQ\�$SSOLFDWLRQ�)RUP�UHJDUGLQJ�WKH�WHFKQLFDO 
FRQWHQW�RI�WKH�SURMHFW� 

5HFRPPHQGDWLRQV� 
0DLQWDLQ�D�VKRUW�&RPSDQ\�$SSOLFDWLRQ�)RUP��DV�D�EDVLV�IRU�GLVFXVVLRQ�RI�WKH 
SURSRVDO��HIIHFWLYHO\�DQ�µH[SUHVVLRQ�RI�LQWHUHVW¶���EXW�LQFOXGH�D�VWDWHPHQW�WKDW 
PRUH�GHWDLOHG�LQIRUPDWLRQ�ZLOO�VXEVHTXHQWO\�EH�UHTXLUHG� 

:ULWWHQ�JXLGHOLQHV��VHH�DERYH��VKRXOG�DOVR�PDNH�WKLV�FOHDU��DQG�RXWOLQH�WKH�UDQJH 
RI�LQIRUPDWLRQ�WKDW�ZLOO�EH�VRXJKW� 

$GMXVW�WKH�&RPSDQ\�$SSOLFDWLRQ�)RUP��LQ�FRQVXOWDWLRQ�ZLWK�(QWHUSULVH 
,UHODQG¶V�7HFKQLFDO�$VVHVVPHQW�8QLW��WR�LQFOXGH�D�IXOOHU�RYHUYLHZ�RI�WKH 
WHFKQRORJ\�LQYROYHG�LQ�WKH�SURSRVHG�SURMHFW� 

&RQVLGHU�UHGXFLQJ�WKH�DPRXQW�RI�ILQDQFLDO�LQIRUPDWLRQ�UHTXLUHG�RQ�WKH�IRUP�WR 
WKH�PLQLPXP�QHFHVVDU\�WR�SURYLGH�D�EDVLV�IRU�IXUWKHU�GLVFXVVLRQ� 

���� &RPPXQLFDWLRQV�ZLWK�ILUPV 
)LQGLQJV� 

x &RPSDQLHV�SHUFHLYH�WKDW�WKH\�DUH�GHDOLQJ�ZLWK�D�VHULHV�RI�LQGLYLGXDOV��UDWKHU 
WKDQ�D�FR�RUGLQDWHG�WHDP��DW�YDULRXV�VWDJHV�GXULQJ�WKH�DSSOLFDWLRQ��DVVHVVPHQW� 
DSSURYDO��FRQWUDFW�DQG�GUDZGRZQ�SURFHVVHV� 

x 6HYHUDO�GLIIHUHQW�EUHDNGRZQV�RI�ILQDQFLDO�LQIRUPDWLRQ�DUH�VRXJKW�

x )HHGEDFN�RQ�QRQ�DSSURYDOV�DSSHDUV�WR�EH�LQDGHTXDWH�
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H
 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW �� 

x $W�OHDVW�WZHOYH�SURSRVDOV�WKDW�KDG�SURFHHGHG�EH\RQG�WKH�WHFKQLFDO�DVVHVVPHQW 
VWDJH��DSSDUHQWO\�VDWLVIDFWRULO\��GLG�QRW�JR�IRUZDUG�IRU�DSSURYDO���7KH�UHDVRQV�IRU 
WKLV�DUH�XQFOHDU� 

5HFRPPHQGDWLRQV� 
'HYHORS�JUHDWHU�FR�RUGLQDWLRQ�EHWZHHQ�WKH�LQGLYLGXDOV�GHDOLQJ�ZLWK�HDFK 
SURSRVDO�SURMHFW��3URMHFW�([HFXWLYHV��7HFKQLFDO�$VVHVVRUV��&RQWUDFWV��*UDQW 
3D\PHQWV����,Q�SDUWLFXODU��LQYROYH�WKH�7HFKQLFDO�$VVHVVRU�LQ�DOO�VXEVWDQWLYH 
GLVFXVVLRQV�ZLWK�FOLHQWV�GXULQJ�WKH�DSSOLFDWLRQ�SURFHVV� 
'HYLVH�D�XQLILHG�UHTXLUHPHQW�IRU�ILQDQFLDO�LQIRUPDWLRQ�DQG�VSHFLI\�WKLV�LQ�WKH 
ZULWWHQ�JXLGHOLQHV�SURYLGHG�WR�DSSOLFDQWV� 
(QVXUH�FRPSDQLHV�DUH�TXLFNO\�LQIRUPHG�RI�DOO�GHFLVLRQV��RU�RI�DQ\�GHOD\V�LQ�WKH 
SURFHVV��LQFOXGLQJ�WKH�UHDVRQV�IRU�WKHVH�� 
5HYLHZ�DOO�SURMHFWV�WKDW�ZHUH�QRW�VXEPLWWHG�IRU�DSSURYDO�DIWHU�WKHLU�WHFKQLFDO 
DVVHVVPHQWV�WR�VHH�LI�WKHUH�DUH�XVHIXO�OHVVRQV�WR�EH�OHDUQHG�UHJDUGLQJ�OLDLVRQ�ZLWK 
FRPSDQLHV�RU�RWKHU�RSHUDWLRQDO�DVSHFWV�RI�WKH�6FKHPH� 

���� ,QFOXVLRQ�RI�D�VSHFLILF�SURMHFW 
)LQGLQJV� 

x &XUUHQW�OHJLVODWLRQ�UHTXLUHV�LQFOXVLRQ�RI�D�VSHFLILF�5	'�SURMHFW��ZKLFK�,'$ 

FRQVLGHUV�DSSURSULDWH�LQ�PRVW��EXW�QRW�DOO��FDVHV���,'$�LV�WKHUHIRUH�FXUUHQWO\ 

VHHNLQJ�WKH�UHPRYDO�RI�WKLV�UHTXLUHPHQW�LQ�RUGHU�WR�SURYLGH�JUHDWHU�IOH[LELOLW\� 
x 0LOHVWRQHV��DQG�WKHUHIRUH�GUDZGRZQV��DUH�RIWHQ�OLQNHG�FORVHO\�WR�SURJUHVV�RQ�WKLV 

LQFOXGHG�SURMHFW� 
x 5	'�SULRULWLHV�FDQ�FKDQJH�UDSLGO\��DQG�5	'�SURJUHVV�LV�XQFHUWDLQ��EXW�WKH 

SURFHGXUHV�IRU�DSSURYLQJ�FKDQJHV�DUH�FXPEHUVRPH� 
x 1RQH�RI�WKH�FRPSDQLHV�KDG�DQ\�SUREOHPV�ZLWK�WKH�UHTXLUHPHQW�WR�LQFOXGH�5	' 

SURMHFWV�SHU�VH��RQO\�RQ�WKHLU�VXEVHTXHQW�YHU\�WLJKW�OLQNDJH�WR�GUDZGRZQV� 
5HFRPPHQGDWLRQV� 

5HJDUGOHVV�RI�DQ\�FKDQJHV�LQ�OHJLVODWLYH�UHTXLUHPHQWV��SURSRVDOV�VKRXOG�FRQWLQXH 
WR�UHTXLUH�WKH�LQFOXVLRQ�RI�SODQV�IRU�RQH�RU�PRUH�VSHFLILF�5	'�SURMHFWV� 
'LVFXVV�ZLWK�WKH�7HFKQLFDO�$VVHVVPHQW�8QLW�WKH�SRWHQWLDO�IRU�UHGXFLQJ�WKH 
DPRXQW�RI�GHWDLO�UHTXLUHG�LQ�WKHVH�5	'�SURMHFW�SODQV���7KH�LQIRUPDWLRQ�VRXJKW 
VKRXOG�EH�QR�PRUH�WKDQ�LV�QHHGHG�IRU�WKH�SXUSRVHV�RI�DVVHVVLQJ�WKH�TXDOLW\�DQG 
UHOHYDQFH�RI�WKH�RYHUDOO�SURMHFW��GHWHUPLQLQJ�WKH�DOORZDELOLW\�RI�DQ\�VXEVHTXHQW 
FKDQJHV�DQG�IRU�DVVHVVLQJ�WKH�WHFKQLFDO�SURJUHVV�IRU�GUDZGRZQ�SXUSRVHV��VHH 
VHFWLRQ ����� 

���(YDOWHF��'XEOLQ ��0D\����� 



H
 �� 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW 

,QWURGXFH�D�TXLFNHU�PHWKRG�IRU�DSSURYLQJ�FKDQJHV�LQ�UXQQLQJ�SURMHFWV��H�J� 
EDVHG�RQ�D�UH�DVVHVVPHQW�YLVLW�DQG�UHSRUW�IURP�D�7HFKQLFDO�$VVHVVRU�FRPELQHG 
ZLWK�JUHDWHU�GHOHJDWLRQ�RI�DXWKRULW\�WR�DSSURYH�FKDQJHV�EDVHG�RQ�WKHLU�VL]H� 

���� &RPPHUFLDO�DVVHVVPHQW 
)LQGLQJ� 

x 7KHUH�DUH�JHQHUDOO\�QR�SUREOHPV�ZLWK�WKLV�SURFHVV��IURP�WKH�SHUVSHFWLYHV�RI 
HLWKHU�FRPSDQLHV�RU�3URMHFW�([HFXWLYHV� 

x 7KH�RFFDVLRQDO�GHIHUUDOV�E\�WKH�0DQDJHPHQW�,QYHVWPHQW�&RPPLWWHH�GR� 
KRZHYHU��UDLVH�VLJQLILFDQW�FRQFHUQV�DPRQJ�WKH�3URMHFW�([HFXWLYH�FRPPXQLW\� 
7KHLU�FRQFHUQV�DULVH�SULPDULO\�IURP�D�OLPLWHG�XQGHUVWDQGLQJ�RI�WKH�IDFWRUV�WKDW 
UHFHLYH�SDUWLFXODU�DWWHQWLRQ�IURP�WKH�&RPPLWWHH�RU��LQGHHG��IURP�WKH�%RDUG� 

5HFRPPHQGDWLRQ� 
,QFOXGH�LQ�WKH�SURSRVHG�FRPSUHKHQVLYH�JXLGHOLQHV�IRU�3URMHFW�([HFXWLYHV��VHH 
VHFWLRQ ������D�FRPPHQWDU\�RQ�WKH�DVSHFWV�RI�SURSRVDOV�WKDW�WKH�0DQDJHPHQW 
,QYHVWPHQW�&RPPLWWHH��DQG�WKH�%RDUG��WHQG�WR�IRFXV�XSRQ� 

���� 7HFKQLFDO�$VVHVVPHQW 
)LQGLQJV� 

x $OO�FRPSDQLHV�ZHUH�YHU\�VDWLVILHG�ZLWK�WKH�SURFHVV��HYHQ�ZKHUH�SURMHFWV�RU�FRVWV 

ZHUH�GLVDOORZHG� 
x 0HPEHUV�RI�WKH�%RDUG�DQG�RI�WKH�0DQDJHPHQW�,QYHVWPHQW�&RPPLWWHH�FRQVLGHU 

WKDW�7HFKQLFDO�$VVHVVPHQW�UHSRUWV�IXOO\�PHHW�WKHLU�QHHGV�LQ�PDNLQJ�DSSURYDO 
GHFLVLRQV� 

x 0RVW�7HFKQLFDO�$VVHVVRU�UHSRUWV�GR�QRW�FRPPHQW�RQ�WKH�TXDOLW\�RI�WKH�SURSRVHG 

5	'�VWDII� 

5HFRPPHQGDWLRQ� 
$�VWDIILQJ�SODQ�VKRXOG�EH�UHTXLUHG�LQ�DOO�SURSRVDOV���,Q�WKH�FDVH�RI�FRPSDQLHV 
QHZ�WR�5	'�WKH�7HFKQLFDO�$VVHVVRUV�VKRXOG�DVVHVV�WKH�FDSDELOLW\��H[SHULHQFH�DQG 
SRWHQWLDO�WUDLQLQJ�QHHGV�RI�WKH�SURSRVHG�VWDII��SDUWLFXODUO\�WKH�5	'�PDQDJHU��LQ 
WKH�FRQWH[W�RI�WKH�SODQQHG�DFWLYLWLHV� 

���(YDOWHF��'XEOLQ ��0D\����� 



H 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW �� 

���� 2YHUDOO�5ROH�RI�7HFKQLFDO�$VVHVVRUV 
)LQGLQJV� 

x 7HFKQLFDO�$VVHVVRUV�FRQVLGHU�WKDW�WKH\�VKRXOG�KDYH�D�JUHDWHU�UROH�LQ�WKH 

6FKHPH��H�J��HDUOLHU�LQYROYHPHQW�DW�WKH�SURSRVDO�VWDJH��DWWHQGDQFH�DW�UHOHYDQW 
PHHWLQJV�RI�WKH�0DQDJHPHQW�,QYHVWPHQW�&RPPLWWHH�DQG�%RDUG��DQG 

LQYROYHPHQW�LQ�DVVHVVLQJ�SURJUHVV�IRU�GUDZGRZQV� 
x 6RPH�3URMHFW�([HFXWLYHV�LQYROYH�7HFKQLFDO�$VVHVVRUV�LQ�DGYDQFH�RI�WKH�IRUPDO 

DVVHVVPHQW��DQG�D�IHZ�ZRXOG�SUHIHU�WKHP�WR�SDUWLFLSDWH�DW�%RDUG� 
x 0HPEHUV�RI�WKH�%RDUG�DQG�RI�WKH�0DQDJHPHQW�,QYHVWPHQW�&RPPLWWHH�FRQVLGHU 

WKDW�7HFKQLFDO�$VVHVVRU�DWWHQGDQFH�DW�DSSURYDO�PHHWLQJV�LV�XQQHFHVVDU\� 
5HFRPPHQGDWLRQV� 

,QYROYH�7HFKQLFDO�$VVHVVRUV�DV�VRRQ�DV�LW�LV�FOHDU�WKDW�D�SURSRVDO�LV�OLNHO\�WR�EH 
IRUWKFRPLQJ��L�H��RQFH�WKH�FRPSDQ\�KDV�VXEPLWWHG�WKH�LQLWLDO�&RPSDQ\ 
$SSOLFDWLRQ�)RUP� 
7HFKQLFDO�$VVHVVRUV�VKRXOG�RQO\�SDUWLFLSDWH�LQ�%RDUG��RU�0,&��LI�UHTXHVWHG�E\ 
WKH�3URMHFW�([HFXWLYH��EXW�VKRXOG�EH�LQIRUPHG�RI�WKH�RXWFRPH� 

&RPPHQW� 

7KH�UROH�RI�7HFKQLFDO�$VVHVVRUV�LQ�WKH�GUDZGRZQ�SURFHVV�LV�FRQVLGHUHG�LQ 

VHFWLRQ ������ 

����� 6RIWZDUH�3URMHFWV 
)LQGLQJV� 

x 7KHUH�DUH�VRPH�FRQFHUQV�DW�%RDUG�OHYHO�DQG�LQ�'(7(�WKDW�WKH�6FKHPH�ULVNV 

VXSSRUWLQJ�VRIWZDUH�GHYHORSPHQW�SURMHFWV�WKDW�VKRXOG�EH�WKH�QRUPDO�EXVLQHVV�RI 
WKH�FRPSDQLHV� 

x 7HFKQLFDO�$VVHVVRUV�DUH�VDWLVILHG�WKDW�WKH\�FDQ�GLVWLQJXLVK�FOHDUO\�WKRVH


SURSRVDOV�WKDW�VXEVWDQWLDOO\�HQKDQFH�FDSDELOLWLHV�

x $OO�WKH�VRIWZDUH�SURSRVDOV�DQG�SURMHFWV�WKDW�ZH�UHYLHZHG�LQYROYHG�FRQVLGHUDEOH 

XSJUDGLQJ�RI�FDSDELOLWLHV� 

&RPPHQW� 

1R�FKDQJHV�DUH�QHHGHG�LQ�WKH�KDQGOLQJ�RI�VRIWZDUH�SURSRVDOV���7KH�FXUUHQW 
DUUDQJHPHQWV��LQFOXGLQJ�WKH�UHFHQWO\�LVVXHG�¶)UDPHZRUN�IRU�'HWHUPLQLQJ�WKH 

$SSURSULDWH�/HYHO�RI�*UDQW�$LG·��VHH�$QQH[ '���FDQ�IXOO\�FRSH ZLWK�WKLV�FRQFHUQ� 
SDUWLFXODUO\�LI�7HFKQLFDO�$VVHVVRUV�DUH�LQYROYHG�HDUO\�RQ� 

���(YDOWHF��'XEOLQ ��0D\����� 



H �� 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW 

����� *RYHUQPHQW�DSSURYDO 
)LQGLQJ� 

x 0RVW�FRPSDQLHV�FRQVLGHU�WKDW�LW�WDNHV�WRR�ORQJ�WR�JHW�WKURXJK�WKH�DSSURYDO

SURFHVV�


x 6RPH�����RI�SURMHFWV�WR�GDWH�KDYH�H[FHHGHG�WKH�½���N�JUDQW�OHYHO��WKHUHE\ 

UHTXLULQJ�*RYHUQPHQW�DSSURYDO���$VVXPLQJ�WKDW�SUHVHQW�WUHQGV�FRQWLQXH��WKH 

QXPEHUV�DUH�OLNHO\�WR�LQFUHDVH�VLJQLILFDQWO\�DV�WKH�6FKHPH�GHYHORSV���7KH 

SURFHGXUH�WDNHV�XS�YDOXDEOH�*RYHUQPHQW�WLPH�DQG�FDXVHV�GHOD\V�WKDW�DGYHUVHO\ 

DIIHFW�FRPSDQLHV� 
x $�SURSRVDO�LV�EHLQJ�SXW�WR�*RYHUQPHQW�E\�,'$�WR�UDLVH�VXEVWDQWLDOO\�WKH�OLPLW 

DERYH�ZKLFK�WKLV�SURFHGXUH�LV�UHTXLUHG� 

&RPPHQW� 

:H�IXOO\�VXSSRUW�WKLV�SURSRVDO���,W�ZLOO��LQWHU�DOLD��VKRUWHQ�WKH�WLPH�WR�DSSURYDO�IRU 
PDQ\�SURSRVDOV� 

����� ,QWHOOHFWXDO�SURSHUW\ 
)LQGLQJV� 

x 8QWLO�UHFHQWO\�,'$�UHTXLUHG�WKDW�LQWHOOHFWXDO�SURSHUW\��,3��JHQHUDWHG�LQ�DQ�5	' 

&DSDELOLW\�SURMHFW�VKRXOG�UHPDLQ�LQ�,UHODQG���7KH�SXUSRVH�LV�WR�HQVXUH�WKDW�DQ\ 

LQFRPH�JHQHUDWHG�IURP�WKH�,3�ZLOO�DFFUXH�LQ�,UHODQG���+RZHYHU��WKH�,'$·V 

¶)UDPHZRUN�IRU�'HWHUPLQLQJ�WKH�$SSURSULDWH�/HYHO�RI�*UDQW�$LG·��VHH�$QQH[ '�� 
LQWURGXFHG�LQ�6XPPHU�������UHFRJQLVHV�WKDW�LW�FDQQRW�EH�UHDGLO\�DFKLHYHG�LQ�DOO 
FDVHV�E\�UHFRPPHQGLQJ�D�ORZHU�JUDQW�UDWH�LQ�VXFK�FLUFXPVWDQFHV� 

x 7KLV�UHTXLUHPHQW�SRVHG�D�PDMRU�SUREOHP�IRU�VRPH�FRPSDQLHV����7KHLU�FRUSRUDWH 

SROLF\�LV�WR�KROG�,3�FHQWUDOO\��ZLWK�IUHHGRP�WR�OLFHQFH�LW�WR�DQ\�RI�WKHLU�GLYLVLRQV�RU 
WR�RWKHU�FRPSDQLHV��RU�DUUDQJH�FURVV�OLFHQFLQJ�DJUHHPHQWV� 

x 6RPH�VXSSRUWHG�SURMHFWV�EXLOG�RQ�,3�JHQHUDWHG�DQG�KHOG�RXWVLGH�,UHODQG���7KLV 

ZRXOG�FDXVH�FRPSOLFDWLRQV�LQ�DQ\�OLFHQFLQJ�RSSRUWXQLWLHV�WKDW�PLJKW�DULVH� 

5HFRPPHQGDWLRQ� 
&RQWLQXH�WR�VHHN�UHWHQWLRQ�LQ�,UHODQG�RI�LQWHOOHFWXDO�SURSHUW\�GHYHORSHG�XQGHU 
WKH�6FKHPH���%XW��ZKHUH�WKLV�FDXVHV�VLJQLILFDQW�SUREOHPV�IRU�WKH�FRPSDQ\ 
FRQFHUQHG��PDLQWDLQ�WKH�UHFHQWO\�LQWURGXFHG�IOH[LELOLW\�DQG�ORZHU�JUDQW�UDWH 
DUUDQJHPHQW� 

���(YDOWHF��'XEOLQ ��0D\����� 



H 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW �� 

����� &RPPHUFLDOLVDWLRQ�RI�WKH�UHVHDUFK�UHVXOWV 
)LQGLQJV� 

x &XUUHQW�,ULVK�OHJLVODWLRQ�UHTXLUHV�WKDW�SURGXFWV�GHYHORSHG�ZLWK�JUDQW�VXSSRUW 
IURP�WKH�6FKHPH�PXVW�EH�PDQXIDFWXUHG�LQ�,UHODQG� 

x ,'$�LV�FXUUHQWO\�VHHNLQJ�WKH�UHPRYDO�RI�WKLV�UHTXLUHPHQW�IURP�WKH�OHJLVODWLRQ� 
&RPPHQW� 

:LWK�WKH�LQFUHDVLQJ�OHYHO�RI�JOREDOLVDWLRQ��DQG�PDQ\�,'$�FOLHQWV�KDYLQJ�PDQXIDFWXULQJ 

RSHUDWLRQV�LQ�VHYHUDO�FRXQWULHV��WKLV�UHTXLUHPHQW�LV�QR�ORQJHU�UHDOLVWLF���:H�WKHUHIRUH 

VXSSRUW�WKH�SURSRVHG�FKDQJH� 

����� $OORZDELOLW\�RI�HTXLSPHQW�FRVWV 
)LQGLQJV� 

x 7KH�FRVWV�RI�HTXLSPHQW�WKDW�ZLOO�EH�XVHG�IRU�GHYHORSLQJ�SURWRW\SHV�DQG�SLORW 
VFDOH�SURGXFWLRQ�LV�GLVDOORZHG�LI�LW�LV�OLNHO\�WR�EH�XVHG�IRU�FRPPHUFLDO�SURGXFWLRQ 

ZLWKLQ���\HDUV� 
x ,Q�VRPH�VHFWRUV�VXFK�DV�SKDUPDFHXWLFDOV�DQG�PHGLFDO�GHYLFHV��SLORW�VFDOH 

SURGXFWLRQ�LV�SDUW�RI�WKH�GHYHORSPHQW�SURFHVV��H�J��WR�VHHN�)'$�DSSURYDO�� 
$SSURYDOV�DUH�LQYDOLGDWHG�LI�WKH�SURGXFWLRQ�SURFHVVHV�RU�HTXLSPHQW�DUH�FKDQJHG� 

5HFRPPHQGDWLRQ� 
$OORZ�GHSUHFLDWLRQ�FRVW�RI�VXFK�HTXLSPHQW�IRU�WKH�SHULRG�XS�WR�LWV�XVH�LQ 
FRPPHUFLDO�SURGXFWLRQ��SURYLGHG�WKDW�DGHTXDWH�MXVWLILFDWLRQ�LV�FRQWDLQHG�LQ�WKH 
$SSOLFDWLRQ�WKDW�WKLV�HTXLSPHQW�LV�QHFHVVDU\�EHFDXVH�RI�WKH�QDWXUH�RI�WKH�VHFWRU 
DQG�WKH�5	'�WKDW�ZLOO�EH�XQGHUWDNHQ� 

����� 5HWURVSHFWLRQ 
)LQGLQJ� 

x 7KLV�LV�D�PDMRU�LVVXH�ZLWK�VHYHUDO�FRPSDQLHV�DQG�ZDV�DOVR�UDLVHG�E\�3URMHFW 
([HFXWLYHV����,W�DULVHV�GXH�WR�WKH�ORQJ�JHVWDWLRQ�SHULRG�RI�VRPH�SURSRVDOV�EHIRUH 

ILQDO�DSSURYDO��RYHU�D�\HDU�LQ�RQH�FDVH�����&RUSRUDWH�FRPPLWPHQW��DQG�IXQGLQJ 

DOORFDWLRQ��LV�REWDLQHG�DW�WKH�RXWVHW��DFFRPSDQLHG�E\�SUHVVXUH�WR�FRPPHQFH 

LPSOHPHQWDWLRQ��ZKLFK�XVXDOO\�LQYROYHV�¶XS�IURQW·�FDSLWDO�H[SHQGLWXUH� 
x $Q�DJUHHPHQW�EHWZHHQ�,'$�DQG�WKH�'HSDUWPHQW�RI�(QWHUSULVH��7UDGH�DQG 

(PSOR\PHQW�DOORZV�IRU�UHWURVSHFWLRQ�IRU�D�PD[LPXP�SHULRG�RI�IRXU�PRQWKV�SULRU 
WR�WKH�GDWH�RI�ILUVW�DSSURYDO�E\�WKH�,'$·V�0DQDJHPHQW�,QYHVWPHQW�&RPPLWWHH� 

5HFRPPHQGDWLRQV� 

���(YDOWHF��'XEOLQ ��0D\����� 



H
 �� 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW 

(VWDEOLVK�WLJKWHU�FKHFNV�RQ�WKH�SURJUHVV�RI�SURSRVDOV��ZLWK�LQWHUYHQWLRQ�E\ 
VHQLRU�PDQDJHPHQW�ZKHQ�GHOD\V�EHFRPH�HYLGHQW� 
6HHN�DSSURYDO�IURP�WKH�'HSDUWPHQW�WR�DOORZ�UHWURVSHFWLRQ��VXEMHFW�WR�FRQWUDFW� 
WR�D�GDWH�RQH�PRQWK�DIWHU�VXEPLVVLRQ�RI�D�FRPSOHWHG�&RPSDQ\�$SSOLFDWLRQ 
)RUP� 

&RPPHQW� 
7KH�SURYLVLRQ�RI�IXOO�ZULWWHQ�JXLGHOLQHV�WR�DSSOLFDQWV��VHH�VHFWLRQ �������DQG�WKH 

SURSRVHG�HOLPLQDWLRQ�RI�WKH�*RYHUQPHQW�DSSURYDO�VWDJH�LQ�VRPH�FDVHV��VHFWLRQ ������� 
ZLOO�KHOS�WR�VKRUWHQ�WKH�WLPH�WR�DSSURYDO��WKHUHE\�DOVR�UHGXFLQJ�WKH�RFFXUUHQFH�RI 
UHWURVSHFWLRQ�LVVXHV� 

����� 'UDZGRZQ�SURFHVV 
)LQGLQJV� 

x 6RPH�FRPSDQLHV�KDYH�H[SHULHQFHG�GHOD\V�RI�VHYHUDO�PRQWKV�EHWZHHQ 

VXEPLVVLRQ�RI�D�FODLP�DQG�LWV�SD\PHQW����7KH�PDLQ�FDXVH�LV�UHDFKLQJ�DJUHHPHQW 
RQ�DOORZDEOH�FRVWV��RIWHQ�GXH�WR�XQDSSURYHG�FKDQJHV�PDGH�E\�WKH�FRPSDQ\��H�J� 
OHDVLQJ�RI�HTXLSPHQW�WKDW�ZDV�OLVWHG�IRU�SXUFKDVH�LQ�WKH�SURSRVDO� 

x 'UDZGRZQV�DUH�OLQNHG�WR�PLOHVWRQHV��VRPH�RI�ZKLFK�DUH�TXLWH�WHFKQLFDO� 
7HFKQLFDO�$VVHVVRUV��KRZHYHU��DUH�QRW�LQYROYHG�XQWLO�D�SURMHFW�QHDUV�FRPSOHWLRQ 

�D�VLWXDWLRQ�ZKLFK�KDV�QRW�\HW�DULVHQ�� 
5HFRPPHQGDWLRQV� 

,QFOXGH�FRPSUHKHQVLYH�DGYLFH�RQ�DOORZDEOH�FRVWV��DQG�WKH�UXOHV�JRYHUQLQJ�FRVW 
FKDQJHV�GXULQJ�D�SURMHFW��LQ�WKH�JXLGHOLQHV�IRU�FRPSDQLHV�SURSRVHG�LQ 
VHFWLRQ ����� 
,QYROYH�D�7HFKQLFDO�$VVHVVRU�IURP�WKH�5	'�*UDQW�3D\PHQWV�8QLW�DW�(QWHUSULVH 
,UHODQG�LQ�DOO�FODLPV�WKDW�UHTXLUH�DFKLHYHPHQW�RI�VLJQLILFDQW�WHFKQLFDO�SURJUHVV� 
(QVXUH�WKDW�WKHVH�DUH�LGHQWLILHG�LQ�WKH�SURSRVDO�GRFXPHQWDWLRQ����1RWH�WKDW�WKH 
UHVRXUFH�LPSOLFDWLRQV�RI�WKH�H[WUD�ZRUNORDG�IRU�WKH�8QLW�ZLOO�QHHG�WR�EH 
FRQVLGHUHG�ZKHQ�LPSOHPHQWLQJ�WKLV�UHFRPPHQGDWLRQ�� 

����� (YDOXDWLRQ�DQG�,QGLFDWRUV 
&RPPHQWV� 
,Q�YLHZ�RI�WKH�LPSRUWDQFH�RI�WKLV�6FKHPH��DQG�WKH�DPRXQW�RI�SXEOLF�IXQGLQJ�LQYROYHG� 
LW�ZDUUDQWV�D�IXOO�HYDOXDWLRQ�DW�UHJXODU�LQWHUYDOV�WR�HQVXUH�LW�LV�IXQFWLRQLQJ�DW�WKH 

KLJKHVW�OHYHO�RI�HIILFLHQF\�DQG�HIIHFWLYHQHVV���,W�ZRXOG�DOVR�EH�GHVLUDEOH�WR�XQGHUWDNH�D 

VPDOOHU�VFDOH�UHYLHZ�LQ�VL[�PRQWKV�WLPH�WR�DVVHVV�WKH�H[WHQW�RI�LPSOHPHQWDWLRQ�RI�WKH 

UHFRPPHQGDWLRQV�LQ�WKLV�UHSRUW� 

���(YDOWHF��'XEOLQ ��0D\����� 



H 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW �� 

5HFRPPHQGDWLRQV� 
$UUDQJH�IRU�IXOO��LQGHSHQGHQW�HYDOXDWLRQV�RI�WKH�6FKHPH�HYHU\�WKUHH�\HDUV� 
7KHVH�HYDOXDWLRQV�VKRXOG�LQFOXGH�WKH�FROOHFWLRQ�IURP�FRPSDQLHV�RI�DOO�GDWD 
QHHGHG�WR�FDOFXODWH�WKH�µ3URMHFW�OHYHO�,PSDFW�,QGLFDWRUV¶�GLVFXVVHG�EHORZ� 
&RQGXFW�D�OLPLWHG�UHYLHZ�RI�WKH�6FKHPH¶V�RSHUDWLRQV�DW�WKH�HQG�RI������WR 
GHWHUPLQH�WKH�H[WHQW�WR�ZKLFK�WKH�UHFRPPHQGDWLRQV�LQ�WKLV�UHSRUW�KDYH�EHHQ 
LPSOHPHQWHG� 

&RPPHQWV� 
,QGLFDWRUV�FRQVLVW�RI�D�UDQJH�RI�TXDQWLWDWLYH�PHDVXUHV�RI�WKH�SHUIRUPDQFH�RI�D 

SDUWLFXODU�V\VWHP��LQ�WKLV�FDVH�WKH�5	'�&DSDELOLW\�6FKHPH�RSHUDWHG�E\�,'$�,UHODQG� 
7KH\�FDQ�EH�FODVVLILHG�LQWR�WKUHH�PDLQ�FDWHJRULHV� 

x 3URFHVV�,QGLFDWRUV DUH�XVHG�WR�PRQLWRU�WKH�GD\�WR�GD\�RSHUDWLRQ�RI�WKH�6FKHPH� 
WR�HQVXUH�WKDW�DOO�DVSHFWV�DUH�IXQFWLRQLQJ�VPRRWKO\� 

x 3URMHFW�OHYHO�,PSDFW�,QGLFDWRUV PHDVXUH�WKH�RXWFRPHV�DULVLQJ�IURP�WKH�VSHFLILF 

DFWLYLWLHV�GLUHFWO\�VXSSRUWHG�E\�WKH�6FKHPH��L�H��WKH�LQGLYLGXDO�5	'�SURMHFWV� 
x 6FKHPH�OHYHO�,PSDFW�,QGLFDWRUV��RQ�WKH�RWKHU�KDQG��PHDVXUH�WKH�RYHUDOO 

HIIHFWV�RI�WKH�6FKHPH·V�RSHUDWLRQV�RQ�WKH�RXWVLGH�ZRUOG��SDUWLFXODUO\�LWV�WDUJHW 
DXGLHQFH��LQ�WKLV�FDVH�,ULVK�EDVHG�IRUHLJQ�RZQHG�LQGXVWU\�� 

%HORZ�ZH�SURSRVH�D�UDQJH�RI�LQGLFDWRUV�IRU�WKH�6FKHPH�LQ�WKH�WKUHH�FDWHJRULHV���:H 

KDYH�HQGHDYRXUHG��DV�IDU�DV�SRVVLEOH��WR�VXJJHVW�LQGLFDWRUV�ZKLFK� 
x $UH�JHQXLQHO\�XVHIXO�WR�WKRVH�UHVSRQVLEOH�IRU�WKH�6FKHPH·V�GD\�WR�GD\�RSHUDWLRQ� 

LWV�RYHUDOO�GHVLJQ�DQG�RU�LWV�IXQGLQJ� 
x 'R�QRW�UHTXLUH�WKH�FRPPLWPHQW�RI�VLJQLILFDQW�UHVRXUFHV�IRU�FROOHFWLRQ�RI 

DGGLWLRQDO�GDWD�WKDW�VHUYH�QR�RWKHU�XVHIXO�SXUSRVH���,Q�WKH�FDVH�RI�WKH�WKUHH 

3URMHFW�OHYHO�,PSDFW�,QGLFDWRUV�SURSRVHG�EHORZ��KRZHYHU��WKH�QHHG�WR�FROOHFW 
VSHFLILF�GDWD�IURP�SDUWLFLSDQW�FRPSDQLHV�FDQQRW�EH�DYRLGHG� 

,W�LV��KRZHYHU��D�IXQGDPHQWDO�UHTXLUHPHQW�WKDW�YDULRXV�GDWD�UHODWLQJ�WR�WKH�6FKHPH 

WKDW�DOUHDG\�H[LVWV�ZLWKLQ�,'$��EXW�ZKLFK�UHVLGHV�LQ�WKH�ILOHV�RI�YDULRXV�GLYLVLRQV� 
GHSDUWPHQWV�DQG�LQGLYLGXDOV��EH�EURXJKW�WRJHWKHU�E\�WKH�SURSRVHG�6FKHPH�FR� 
RUGLQDWRU�LQ�D�VLQJOH�GDWDEDVH� 
6XJJHVWHG�3URFHVV�,QGLFDWRUV 

x 1XPEHU�RI�DSSOLFDWLRQV�LQ�SURJUHVV��DSSURYHG��GHIHUUHG�RU�UHMHFWHG��� 
x 6HFWRUDO�DQG�%0:�QRQ�%0:�EUHDNGRZQV�RI�DSSOLFDWLRQV�LQ�SURJUHVV�DQG


DSSURYHG���

x $QWLFLSDWHG�GXUDWLRQ�RI�HDFK�SURSRVHG�SURMHFW� 
x 1XPEHU�RI�DGGLWLRQDO�5	'�VWDII�SURSRVHG�LQ�DSSURYHG�SURMHFWV��� 
x 7RWDO�RI�DOO�JUDQWV�FRPPLWWHG����GUDZQ�GRZQ����RXWVWDQGLQJ� 
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x 7RWDO�YDOXH�RI�DSSURYHG�SURMHFWV�DQG�DYHUDJH�JUDQW�SHUFHQWDJH���

x %UHDNGRZQ�RI�WRWDO�SURMHFW�YDOXH�E\�XVH��EXLOGLQJV��HTSW���VDODULHV��HWF����

x $YHUDJH�WLPH�IURP�LQLWLDO�DSSOLFDWLRQ�WR�GHFLVLRQ��

x $YHUDJH�WLPH�IURP�UHTXHVW�IRU�7HFKQLFDO�$VVHVVPHQW�WR�UHFHLSW�RI�UHSRUW��

x $YHUDJH�WLPH�IURP�DSSURYDO�WR�VLJQDWXUH�RI�FRQWUDFW��

x $YHUDJH�WLPH�IURP�FODLP�WR�SD\PHQW��

x 1XPEHU�RI�SURMHFWV�FRPSOHWHG��L�H��JUDQW�IXOO\�SDLG����


127(6� ��� ��&XPXODWLYH�WRWDO�DQG�RYHU�WKH�SDVW���PRQWKV� 
�� ��2YHU�WKH�SDVW���PRQWKV 

6XJJHVWHG�3URMHFW�OHYHO�,PSDFW�,QGLFDWRUV 
x 7RWDO�QXPEHU�RI�SDWHQWV�JUDQWHG�DV�D�UHVXOW�RI�IXQGHG�SURMHFWV� 
x 6DOHV�DQG�H[SRUWV�RI�SURGXFWV��RU�YDOXH�RI�VHUYLFHV�RU�SURFHVVHV��GHYHORSHG�XQGHU 

WKH�6FKHPH� 
x 3HUFHQWDJH�RI�FXUUHQW�WXUQRYHU�GXH�WR�6FKHPH�GHYHORSHG�SURGXFWV� 

6XJJHVWHG�6FKHPH�OHYHO�,PSDFW�,QGLFDWRUV 
x 7KH�SHUFHQWDJH�RI�WKH�SRWHQWLDO�PDUNHW��VHH�VHFWLRQ �����WKDW�KDV�SDUWLFLSDWHG�LQ 

WKH�6FKHPH� 
x 3HUFHQWDJH�FKDQJHV�LQ�5	'�VWDII�QXPEHUV�DQG�LQ�5	'�H[SHQGLWXUH��WRWDO�DQG 

DPRXQW�VSHQW�ZLWK�,ULVK�LQVWLWXWLRQV��IRU�DSSURYHG�FRPSDQLHV�FRPSDUHG�WR�DOO 
,'$�FRPSDQLHV��WRWDOV�DQG�EUHDNGRZQ�E\�VHFWRU��ILYH�\HDUV�DIWHU�WKH�DSSURYDO 
GDWH����'DWD�VRXUFH��)RUIiV�VXUYH\V�RI�5	'�LQ�WKH�%XVLQHVV�VHFWRU�� 

x 7KH�QXPEHU�RI�SDUWLFLSDQW�FRPSDQLHV�WKDW�KDYH�PRYHG�XS��RU�GRZQ��WKH�¶5	' 

VWDLUFDVH·�DW�WKH�HQG�RI�WKHLU�SURMHFW�DQG�WZR�\HDUV�ODWHU��FRPSDUHG�WR�WKHLU 
SRVLWLRQ�SULRU�WR�LWV�FRPPHQFHPHQW�� 

x 7KH�QXPEHU�RI�SDUWLFLSDQW�FRPSDQLHV�WKDW�KDYH�PRYHG�XS��RU�GRZQ��WKH�VFDOH�RI 
¶6WDJHV�RI�'HYHORSPHQW�RI�D�6XEVLGLDU\·� DW�WKH�HQG�RI�WKHLU�SURMHFW�DQG�WZR�\HDUV 

ODWHU��FRPSDUHG�WR�WKHLU�SRVLWLRQ�SULRU�WR�LWV�FRPPHQFHPHQW�� 
x 7KH�VXUYLYDO�UDWH�RI�FRPSDQLHV WKDW�KDYH�SDUWLFLSDWHG�LQ�WKH�6FKHPH�FRPSDUHG 

WR�DOO�,'$�FRPSDQLHV��WRWDO�DQG�EUHDNGRZQ�E\�VHFWRU��ILYH�\HDUV�DIWHU�WKH 

DSSURYDO�GDWH����'DWD�VRXUFH��)RUIiV�%XVLQHVV�,QIRUPDWLRQ�6\VWHP�� 

� 7KH�IRUP�XVHG�IRU�GHWHUPLQLQJ�WKH�µ5	'�VWDLUFDVH¶�SRVLWLRQ�RI�HDFK�DSSOLFDQW�GXULQJ�WKH�WHFKQLFDO�DVVHVVPHQW�±
VHH�$QQH[ )��$SSHQGL[ ��±�FDQ�EH�XVHG�IRU�WKLV�SXUSRVH���7KH�UHTXLUHG�FRPSDULVRQ�GDWD�ZLOO EH�DYDLODEOH�IURP�WKH 
RULJLQDO�WHFKQLFDO�DVVHVVPHQW� 

� 7KLV�LV�D�VFDOH�GHYLVHG�E\�0ROOR\�DQG� 'HODQ\��VHH�$QQH[ *� 
� 7KH�SRVLWLRQ�RQ�WKH�VFDOH�VKRXOG�EH�DVVHVVHG�E\�WKH�UHOHYDQW�3URMHFW�([HFXWLYH�DW�DOO�WKUHH�VWDJHV���:H�HQYLVDJH 

WKDW�WKH�LQLWLDO�SRVLWLRQ�RI�HDFK�DSSOLFDQW�ZLOO�EH�GHWHUPLQHG�E\�WKH�3URMHFW�([HFXWLYH�GXULQJ�WKH�DSSOLFDWLRQ 
SURFHVV��DV�SDUW�RI�WKH�LPSOHPHQWDWLRQ�RI�,'$¶V�QHZ� 6WUDWHJLF�&RPSHWLWLYHQHVV�3URJUDPPH � 
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$11(; $�±�7HUPV�RI�5HIHUHQFH 
8QGHUWDNH�D�UHY HZ�RI�WKH�,'$·V�5	'�&DSDE W\�6FKHPH��SDUW FX DUO\�LWV 
RSHUDW QJ�SURFHGXUHV Q�RUGHU�WR

DVVHVV�WKH�VXLWDE LW\�RI�WKH�VFKHPH V�REMHFWLYHV�DQG�WKH�H[WHQW�WR�ZKLFK 

WKH\�DUH�EH QJ�PHW
GHWHUP QH�WKH�H[WHQW�WR�ZKLFK�WKH�SURFHVVHV�IRU�VH HFW QJ�DQG�DSSURY QJ 

SUR HF V�XVHG�WR�GDWH DQG�WKRVH�UHFHQW \�LQWURGXFHG HQVXUH�WKDW�JUDQW�DLG 

V�RQ \�SURY GHG�IRU�SUR HF V�ZKLFK�PHHW�WKH�VFKHPH V�REMHFWLYHV�DQG�DUH 

OLNH \�WR�\LH G�JRRG�YD XH�IRU�PRQH\� 
HVWDEOLVK�ZKHWKHU�DSSURSULDWH�PHFKDQLVPV�DUH� Q�SODFH�IRU�PRQLWRULQJ�WKH 

SURJUHVV�RI�VXSSRUWHG�SURMHFWV�DQG�WDN QJ�UHPHG DO�DFW RQ�ZKHUH 

QHFHVVDU\
GHYH RS�D�UREXVW�VHW�RI�SHUIRUPDQFH�LQGLFDWRUV�IRU�XVH� Q�WKH�FRP QJ�\HDUV 

WR�PRQLWRU�WKH�6FKHPH·V�SURJUHVV �PHDVXUH�LWV�RXWFRPHV�DQG� PSDFWV� DQG 

DVVHVV�WKH�YD XH�IRU�PRQH\�DFK HYHG
&DUU\�RXW�WKLV�UHY HZ�E\

H[DPLQ QJ�WKH�6FKHPH·V�JX GHOLQHV�DQG�RWKHU�GRFXPHQWDW RQ�RQ�LW 
RSHUDW RQV�WR�GDWH LQFOXGLQJ�WKH� LOHV�RQ�DOO�SURSRVD V�DQG�SURMHFWV�WR�GD
LQWHUY HZLQJ�D�UHSUHVHQWDW YH�VDPS H�RI�WKRVH�LQYROYHG� Q�WKH�RSHUDW RQ�RI 
WKH�6FKHPH� 
LQWHUY HZLQJ�D�VDPS H�RI�WKH�FRPSDQLHV�LQYROYHG�WR�DVVHVV�ZKHWKHU�WKH 

VXSSRUWHG�SURMHFWV�DUH�OLNH \�WR�UHVXOW� Q�DQ�DFK HYHPHQW�RI�WKH�VFKHPH
REMHFWLYHV� ZKDW�DUH�WKH�IDFWRUV�WKDW�GHWHUP QH�SUR HFW�TXDO W\� Q�SUDFW
DQG�WR�HVWDEOLVK�WKDW�DQ\�UHFRPPHQGDW RQV�EH QJ�PDGH�IRU�WKH�6FKHPH·V 

RSHUDW RQV�DQG�LQGLFDWRUV�DUH�OLNH \�WR�EH�HIIHFW YH�DQG�ZRUNDE H�LQ 

SUDFW
FDUU\ QJ�RXW�DQ\�RWKHU�LQYHVW JDWLRQV�UHOHYDQW�WR�WKH�SXUSRVHV�RI�WKH 

HYDOXDW RQ
3URY GH�D�UHSRUW�RI�WKH�ILQG QJV�IURP�WKH�UHY HZ�DQG�PDN QJ�UHFRPPHQGDW RQV 

WKH�DSSURSULDWHQHVV�RI�WKH�6FKHPH·V�UDW RQD �FXUUHQW�REMHFWLYHV� DUJH
DQG�IXQG QJ�DUUDQJHPHQWV
DQ\�FKDQJHV�QHHGHG� Q�WKH�6FKHPH·V�VHOHFW RQ�SURFHGXUHV�RU�RSHUDW RQD
PHWKRGV� Q�RUGHU�WR�PD[ PLVH�LWV�LPSDFWV�DQG�YD XH�IRU�PRQH\� 
VXLWDE H�LQGLFDWRUV�IRU�RQ�JRLQJ�PRQLWRULQJ�RI�WKH�6FKHPH·V�SHUIRUPDQFH
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7KH�5	'�&DSDELOLW\�*UDQW�6FKHPH 

%DFNJURXQG 
7KH�5	'�&DSDELOLW\�JUDQW�VFKHPH� V�HVVHQ \�D�UHDFW YD RQ�RI�WKH�5	'�JUDQW�VFKHPH�WKD
H[LVWHG�SULRU� R�WKH�HVWDEO VKPHQW�RI�WKH�0HDVX H���SURJ DPPH� Q�������,W� V�QRW� Q�DQ\� HJDO 
VHQVH�D�QHZ�VFKHPH�DQG�ZLOO�FRQ LQXH� R�RSHUD H�XQGHU�WKH������ DO�'HYHORSPHQW�$F
DQG�VXEVHTXHQW�DPHQGPHQWV� 
+RZHYH ��WKH�VFKHPH�KDV�D�UDG \�G IIHUHQW�IRFXV� R�WKH�ROG�5	'�JUDQW�SURJ DPPH�WR 
QJ�LW� QWR�OLQH�ZL K�WKH�QHZ� '$�,UH DQG�SROLF\�DJHQGD�DV�VHW�RXW� Q�WKH�������LQLWLDWLYH DV 

ZHOO�DV�WKH�UHTX UHPHQ V�RI�(8�JXLGH QHV�RQ�WKH�WUHDWPHQW�RI�5	'� QFHQW YHV� 
7KH�VFKHPH� V�D�NH\�HOHPHQW� HODQG V�VWUDWHJ\�RI�PRYLQJ�FO V�XS�WKH�YDOXH�FKDLQ� 
WKXV�VHFXULQJ�WKH U�FRPSHWLWLYHQHVV�DQG�VW DWHJ F�LPSR WDQFH�ZLWK Q�WKH�RYH DOO�FR SRUD
W�IR PV�DQ�LPSR WDQW� RRO� Q�WKH�QHZ�6 UDWHJ F�&RPSH YHQHVV�3URJ DPPH� 

:KDW�FDQ� EH�XVHG�IRU" 
7KH�5	'�&DSDELOLW\�JUDQ V�VFKHPH�RSHUDWHV�DV�ZKDW� V�FDOOHG�D�+RU ]RQWDO�6WD H�$LG��,W�

D�5HJ RQDO�$LG�DQG� KHUHIR V�QRW�VLJQLILFDQWO\�DIIHFWHG�E\�WKH�QHZ�JUDQW�DLG�OLPLWV 
LQWURGXFHG�IRU�5HJ RQDO�$LGV� Q�-DQXD 7KH�JUDQW�SURJ DPPHV�FRYHUHG�XQGHU�5HJ
$LG�DUH�&DSLWDO� DQG�(PSOR\PHQW�JUDQ DV�ZHOO�DV�(TXL

+RU ]RQWDO�D G���5	'�DQG�7UD QLQJ�JUDQ V�� DUH� QWHQGHG�IRU�XVH� Q�WKH�GHYH RSPHQW�RI�WKH 
FRPSHWLWLYH�FDSDELOLWLHV�RI�FRPSDQLHV�DOUHDG\�ORFDWHG� Q�D�PHPEHU�VWDWH KRX
GLVWR WLQJ�LQWHU�(8�WUDGH�SD 5HJ RQDO�$LGV��RQ�WKH�RWKHU�KDQG� FDQ�EH�XVHG�WR 
UDFW�QHZ�IR HLJQ� QYHVWPHQW�HLWKHU�*UHHQ HOG�RU�([SDQVLRQV 7KH�5	'�&DSDEL

VFKHPH�FDQ�RQO\ EH�XVHG� R�IDFL DWH�WKH�GHYH RSPHQW�RI�5	'� DFLOLWLHV�DQG�DFWLYLWLHV�LQ 
FRPSDQLHV�DOUHDG\�ORFDWHG HODQG ZKHUH�WKDW�GHYH RSPHQW� V�QRW�SD W�RI�D�VLJQL FDQW 

DOO�H[SDQV RQ�RI�WKH U�RSH RQV� DQG��� �H��QHZ�)'

:KDW�NLQG�RI�5	'" 
Q�RUGHU� R�FRPS \�ZL K�,U VK�DQG�(8�OHJLVODWLRQ WKH�VFKHPH�DSSO HV� R�5	'�SURMHF V�ZK FK 
KDYH�DV�WKH U�SULPD \�REMHF V�WKH�SURPRW RQ�RU�GHYH RSPHQW�RI�QHZ�RU� PSURYHG�
SURFHVVHV� PH KRGV�RU�SURGXF V�LQFOXGLQJ�WKH�FUHDW RQ�RI�DQ�LQLWLDO�SURWRW\SH�ZK FK�FRX G�QR
EH�XVHG�FRPPHUFLD 7K V�PD\�DOVR�LQFOXGH�LQLWLDO�GHPRQVW RQ�SUR V�RU�SLORW�SURMHF
SURYLGHG�WKDW�VXFK�SUR V�FDQQRW�EH�FRQYH WHG�RU�XVHG�IRU� DO�DSSOLFDWLRQV�RU 
FRPPHUFLDO�H[SORLWDWLRQ
Q�RUGHU� R�VD VI\�,U VK�OHJLVODWLRQ�LW� V�QHFHVVDU\�WKDW�ZKH H�D�FRPSDQ\� V�SURSRV QJ� R�VHW�XS 
RU�H[SDQG�DQ�5	'�XQLW� WKH�SURSRVHG�5	'�SURJ DPPH�QHHGV� QFRUSRUD H�DQ�DF XDO�5	' 
UHVHD FK�S RMHF (YHQ�D� HODWLYH \�VPDOO�RQH�ZLOO�VXII
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:KDW�FRV DUH�HOLJ EOH" 
+RU ]RQWDO�DLG� V�QRW�FXPXODWHG�ZL K�5HJ RQDO�DLG 7KHUHIR H�FRPSDQLHV�FDQ�EH�JLYHQ 
5	'�JUDQ V�ZLWKRXW�LW�DIIHFW QJ�WKH�OHYHO�RI�VXSSRUW� KDW�FDQ�EH�JLYHQ�DV�5HJ RQDO�$LG
SURYLGHG�LW� V�QRW�XVHG� R�JUDQW�DLG�QHZ�*UHHQILHOG�RU�([SDQVLRQ�SUR

(OLJLE H�FRVWV�DV�VHW�RXW� Q�WKH�(8�5	'�JXLGH QHV�DUH�DV� ROORZV
3H VRQQHO� FRV V�� HVHD FKHUV�� HFKQLFLDQV��DQG� RWKHU� VXSSRU QJ� VWDII� HPS R\HG� VROHO\ 
RQ�WKH�UHVHD FK�DFWLYLW\

&RV V�RI� XPHQWV��HTXLSPHQW�DQG�ODQG�DQG�SUHP VHV�XVHG�VR \�DQG�RQ�D�FRQW
H[FHSW�ZKH UDQV UHG�FRPPHUFLD RU�WKH�UHVHDUFK�DFWLYLW\

&RVW�RI�FRQVX DQF\�DQG�HTXLSPHQW�VHUY FHV�XVHG�H[FOXV YHO\�IRU�WKH�UHVHDUFK�DFWLYLW\
XGLQJ� WKH� HVHDUFK�� HFKQ FDO� NQRZ HGJH� DQG� SDWHQ V�� HWF�� ERXJKW� IURP� RXWV

VRXUFHV�� 1R H� WKDW� KH� HOLJLE H� FRVW� RI� SDWHQWV� HODWHV� R� WKH� FRV V� RI� OLFHQV QJ� R
DFTXL HFKQRORJ\�IURP�RXWV GH�� W�GRHV�QRW�FRYHU�WKH�FRV V�RI�SDWHQW QJ�WKH� HVXOWV 
RI�WKH�5	'�SURMHFWV�FD HG�RXW�E\�WKH�FOLHQ

$GG RQDO�RYH KHDGV� QFXU HG�GLUHFWO\�DV�D�UHVXOW�RI�WKH�UHVHDUFK�DFWLYLW\
2WKHU� RSH QJ� H[SHQVHV� �H J�� FRV V� RI� PDWHU DOV�� VXSSO HV� DQG� VLPLODU� SURGXF
QFXU HG�GLUHFWO\�DV�D�UHVXOW�RI�WKH�UHVHD FK�DFWLYLW\

7KHVH�FRVWV�DUH�FRPSD EOH�ZL KRVH�DOORZHG�XQGHU�,U VK�OHJLVODWLRQ
)HDVLELOLW\�VWXGLHV�DQG�7HFKQRORJ\�$FTXLVLWLRQ�FRV V�DUH�DOVR�DOORZHG�XQGHU�WKH�(8�5	' 
JXLGH QHV

6H RQ�&U HULD�DQG�,Q HUDFW RQ�ZL K�RWKHU�5	'�UHOD HG�VFKHPHV� 
7KH�RYH DOO�DLP�RI�WKH�SURSRVHG�QHZ�VFKHPH� R�HQFRX DJH�FRPSDQLHV� R�EXLOG�XS�WKHLU 
5	'�IXQFW RQ�E\�RIIHULQJ�LQFHQWLYHV�IRU�SURJ DPPHV�RI�5	'�GHYH RSPHQW� KDW�JLYH 

V�VRPH�DGG DWWULEX H�RU�HOHPHQW�EH\RQG�WKH U�FXUUHQW� HYHO�RI�5	'�DFWLYLW\ 
DQG�FDSDELOLW\ I�DQ\

7R�TXDOLI\�IRU�WKH�5	'�&DSDELOLW\�*UDQW�6FKHPH�FRPSDQLHV�KDYH� R�SXW�IR ZD G�5	' 
SURJ DPPHV�WKDW�UHSUHVHQW�D�FOHDU�DQG�VXEVWDQW DO�³VWHS�XS´� Q�WKH�GHYH RSPHQW�RI�WKHLU 
5	'�IXQFW HODQG FRPSDUHG� R�WKH�FXUUHQW�VLWXD

)RU�5	'�SURJ DPPHV� R�TXDOLI\�IRU�WKH�5	'�&DSDELOLW\�JUDQ V�VFKHPH�WKH\�ZLOO�KDYH�WR
(VWDE LVK�D�SH PDQHQW�5	'�XQL RU�VXEVWDQW \�H[SDQG�DQ�H[LVWLQJ�RQH 7KH�H[SDQV
RI�DQ�H[LVWLQJ�5	'�XQLW�ZRXOG�KDYH� QFRUSRUD H�VLJQLILFDQWO\� QFUHDVHG�H[SHQGL XUH 
RQ�DW� HDVW�RQH�RI�WKH� ROORZLQJ��FDSLWDO�HTX SPHQ HVHDUFK�SH RU�DQQXDO�FXUUHQ
H[SHQGL XUH &RPSDQLHV�ZLOO�EH�GHHPHG� R�EH�ILUVW�WLPH�5	'�SD SDQWV� I�WKH\�KDYH 
UHFHLYHG�OHVV�WKDQ�����N� Q�5	'�JUDQ V�XQGHU�DQ\�5	'�VFKHPH�VLQFH�WKH�EHJ QQLQJ�RI 

XGH�DW� HDVW�RQH�5	'�SURMHF
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Q�DGGLWLRQ�S RSRVD V�ZK FK�KDYH�HLWKHU�RU�ERWK�RI�WKH� ROORZLQJ�FKDUDFWHULV FV�ZLOO�EH 
YLHZHG�PR IDYRXUDE

$FTXL H�IR PDO� HVSRQVLEL \�IRU�VRPH�F HDUO\�GH LQHG�HOHPHQW�RI�RYH DOO�&RUSRUD
/HYHO 5	'�DFWLYLW\
&DUU\�RXW�DQ�5	'�SURMHF SURMHF V�WKDW�VXEVWDQW DGH�WKH� HFKQRORJ FD
FDSDELOLW\�DQG�FRPSHWLWLYHQHVV�RI�WKH�,U VK�RSH DWLRQ WKXV�EU QJLQJ�WKH 
SURGXF V�VH YLFHV�SURGXFHG�E\�WKH�,U VK�RSHUD RQ�PR H�LQ R�OLQH�ZL HODQG¶V 
FXUUHQW�FRPSHWLWLYH�DGYDQWDJHV� 
H�SURSRVD V�QHHG� QFRUSRUD H�DW� HDVW�RQH�5	'�SURMHFW�IRU�OHJDO�UHDVRQV

VXEVWDQW DO�SURSRU RQ�RI�WKH�FRVWV�VKRXOG�UH R�WKH�EXL GLQJ�XS�RI�WKH�5	'�
$Q\�5	'�SURJ DPPH�QRW� XGJHG� R�EH�D�³VWHS�XS´�XQGHU�WKH�FUL HULD�VHW�RXW�DERYH�ZRXOG 
EH�G UHFWHG� R�WKH�57,�VFKHPH SURYLGHG�LW� V�HOLJLE H�XQGHU�,U VK�OHJLVODWLRQ�DQG�UH HYDQ
(8�6WD H�$LG�5XOHV� 

)HDVLELOLW\�DQG�7HFKQRORJ\�$FTXLVLWLRQ�FRV V�DUH�DOVR�DOORZHG�XQGHU�WKH�(8�JXLGH QHV

5H RQVKLS�ZL K�WKH�57,�VFKHPH 
7KH�NH\�GLVWLQF RQ�EHWZHHQ�WKH�5	'�&DSDELOLW\�*UDQ V�VFKHPH�DQG�WKH�57,�VFKHPH�
WKDW� KH�5	'�&DSDELOLW\�*UDQ V�6FKHPH� RFXVHG�RQ�EXLOGLQJ�XS�WKH�5	'�
ZLWK Q�FRPSDQLHV� Q�WH PV�RI�LWV�FDSDELOLW\�DQG�VW DWHJ F�LPSR WDQFH 7KH�57,�VFKHPH�LV 
RFXVHG�RQ�WKH�FRPPH DO�DQG� HFKQ FDO�PH V�RI� QGLYLGXDO�5	'�SURMHF

7KH� HODWLRQVK S�EHWZHHQ�WKH�5	'�&DSDELOLW\�JUDQW�VFKHPH�DQG�WKH�57,�VFKHPH�VKRXOG�EH 
VHHQ�DV�FRPS HPHQ 7KH\�DUH�GHVLJQHG� LQWH OLQN� Q�D�PDQQHU�WKDW�SURYLGHV�D 
FRPSUHKHQVLYH�VXSSRUW�V\V HP�IRU�DOO�FRPSDQLHV�DQG�DW�YD RXV�VWDJHV�RI�GHYH RSPHQW�ZLWK 
UHJD R�WKH U�5	'� 7KH\�DUH�ERWK�DLPHG�XOWLPDWH \�DW� KH�VDPH�SULPD \�REMHF
QDPH \�WKH�GHYH RSPHQW�RI�WKH�OHYHO�RI�5	'�EH QJ�FDUU HG�RXW� HODQG DQG� Q�GRLQJ�VR 
QFUHDV QJ�ERWK�YDOXH�DGGHG�DQG�FRPSHWLWLYHQHVV %XW� KH\�DGG HVV�WZR�VHSDUDWH�VWDJHV�RQ 
WKH�URDG�WRZD G�WKDW�FRPPRQ�REMHFWLYH
7KH�5	'�&DSDELOLW\�JUDQ V�VFKHPH� RFXVHG�RQ�KHOSLQJ�FRPSDQLHV�EXL G�XS�WKH U�5	' 

RQDO�FDSDELOLW\ 7KH H�JUDQ V�XQGHU�WK V�VFKHPH�ZLOO�EH�SULPD RFXVHG�RQ�WKH 
FRV V�DVVRF HG�ZL K�GHYH RSLQJ�DQ�5	'� XQFWLRQ�IDFLOLW\

+RZ� W�DGP HUHG" 
7KH�SURMHFW�H[HFX YH� HVSRQVLEOH�IRU�WKH�FRPSDQ\�XQGH DNHV�WKH�FRPPH DO�DSS DLVD
DQG�DUUDQJHV�IRU�D� HFKQ FDO�HYDOXD RQ�E\�WKH�(QWH VH�,UH DQG�XQLW� HVSRQVLEOH�IRU�WKH 
HFKQ FDO�HYDOXD RQ�RI�57,�SURMHF +RZHYH KH� HFKQ FDO�HYDOXD V�PXFK�PR

RFXVHG�DQG�VLPSOH�WKDQ�WKDW�FDUU HG�RXW�XQGHU�WKH�57,�VFKHPH� �6HH�DWWDFKHG 
QRWH�RXWOLQLQJ�WKH� VVXHV�WKH� HFKQ FDO�HYDOXD RQ�FRYHUV�� 
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WKLV� ULRG�� W W � 

x W U U U
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7KH� SURMHFW�H[HFX YH�H[H VHV�FRQ URO�RI�WKH�SURSRVD 7KH�UR H�RI�WKH�(,� HFKQ
DVVHVVPHQW� V�UHV ULF HG� R�VLPSO\�SURYLGLQJ� QSXW� QWR�WKH� '$�SURMHFW�H[HFX YH¶V 
SURSRVD

$OO�SURSRVD V�PXVW� QFRUSRUD H�D�F HDUO\�GH LQHG�VHW�RI�PLOHVWRQHV�ZK FK�DUH�JRRG 
LQGLFDWR V�RI�WKH�SURJ HVV�RI�WKH�SURSRVDO�DQG�DUH�XQDPELJXRXV�DQG�HDV\� R�YHU

%HFDXVH�RI�WKH�QDWXUH�RI�5	'�SURMHF V�LW� V�QRW�IHDV R�XVH�WKH�HFRQRP F�PRGHO�
DVVHVV�WKH U�HFRQRP F�LPSDFW� 

7KH�VFKHPH� V�RSHUDWHG�XQGHU�VWDQGD G�GHOHJDWHG�SRZH V�DQG�DSS V�DUH�PDGH�E\�WKH 
&��,&%��%RD G��DQG�*RYH QPHQW DV�DSS RSULDWH� 7KHUH� V�QR�VSHF DO�FRPPLWWHH

7KH�UHSR W�FRQV VWV�RI�WKH�VWDQGD G�FRYHU�VKHHW�ZL K�D�VXPPD \�DQG�UHFRPPHQGDW RQ
DORQJ�ZL K�D�FRS\�RI�WKH�DSSOLFDWLRQ� P��WKH�(,� HFKQ FDO�HYDOXD HSRUW DQG�D 
FRPPHUFLDO�HYDOXD RQ�E\�WKH�SURMHFW�H[HFX YH� 

8QGHU�FXUUHQW�,U VK�OHJLVODWLRQ�5	'�SURMHF V�FDQ�JHW�JUDQ V�XS� ¼����������D HU�ZK FK 
DSS RYDO�IURP�*RYH QPHQW�PXVW�EH�VRXJKW

3UR HFWV ZK FK�KDYH HLWKHU�D�WRWDO�H[SHQGL XUH�RI�RYHU�¼���PLOOLRQ RU�ZKH H�JUDQW�DLG 
H[FHHGV� PLOOLRQ ZLOO�KDYH� R�EH� QGLYLGXD \�DSS RYHG�E\�WKH�&RPP VVLRQ�
*RYH QPHQW�DSS

2SHUDW QJ�*XLGHOLQHV�IRU�5	'�&DSDELOLW\�*UDQW�6FKHPH 
7KH�JXLGH QHV�VHW�RXW� Q�WK V�GRFXPHQW�UHIOHFW� KH�FKDQJHV�DJ HHG�E\�WKH�([HFXW YH�DQG 
%RD Q�1RYHPEHU������ 

LHQWV�PXVW�EH�DGGLQJ� R�WKH U�(8�ZLGH�5	'� QR�SUR HFW� KDW� V�VLPS \�D 
UDQVIHU�RI�DQ�5	'�RSHUDW RQ�RXW�RI�DQRWKHU�(8�PHPEHU�VWD H�ZLOO�EH�DFFHSWHG� 

7R�FRPS \�ZL K�WKH�(8�JXLGH QHV�IRU�5	'�DQG�DV�GLVFXVVHG�DW� KH�%RD G�WKH�QXPEHU�RI 
DGG LRQDO� REV� Q�WKH�SURJ DPPH�ZLOO�RQO\�EH�H[DP QHG�IURP�WKH�YLHZSRLQW�RI�LWV 
FRQV VWHQF\�ZL K�WKH�QDWXUH�RI�WKH�SURJ DPPH DQG�DV�D�OHJLWLPD H�SD W�RI�RYH DOO�FRVWV
LHQWV�PXVW�FRQ UDFW� R�PDLQWD Q�WKH�RSHUDW RQ�RI�D�QHZ�5	'�XQLW��RU�H[SDQV RQ�RI�DQ 
H[LVWLQJ� DW�SURMHF HG�H[SHQGL XUH�DQG�RU�VWD LQJ� HYHOV�IRU���\HDUV R�DYRLG 
JUDQW�FODZ�EDFNV� 

&ODZ�EDFN�OLDELOLW\�ZRXOG�RSHUD H�IRU���\HDUV�DIWHU�WKH�GD H�RI�WKH�ODVW�JUDQW�FOD RI�WKH 
FOLHQW� 

7KH�SHQD \�ZRXOG�EH�WULJJH HG� I�WKH�FRPSDQ\�IDL R�PDLQWD Q�WKH�JUDQW�DLGHG�
��\HDU�SH DQG�WKH�DPRXQW�ZRXOG�EH�WKH�YDOXH�RI�DOO�JUDQ V�WLHG� R�IL[HG�DVVHWV

7KH�FRVWV�VSHFLILF� R�DQ\�5	'�SURMHFW�GRQH�DV�SD W�RI�WKH�RYH DOO�5	'�SURJ DPPH�ZRXOG 
QRW�EH�VXEMHFW� R�FODZ�EDFN UHJDUG HVV�RI�WKH�RXWFRPH
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V�ZKH H�WKH�JUDQW�H[FHHGV�¼�� �������� HTXLUH�D�3D HQW�&RPSDQ\�*XD DQWHH
7HFKQLFDO�HYD RQV�DUH�FDUU HG�RXW�E\�WKH�(,�XQLW� HVSRQVLEOH�IRU�WK V�IXQFW RQ�XQGHU�WKH 
57,�VFKHPH 7KH�FRQWDFW� V�3DW� DQLJDQ� 0DQDJH 5	'�7HFKQLFDO�(YD RQ�6HF

LYHV�'HSD WPHQW� (QWH SULVH� HODQG *ODVQHY Q�'XEO Q��
7KH�YD RQ�RI�JUDQW�FODLPV�ZLOO�EH�FDUU HG�RXW�ZL K�DVVLV DQFH�IURP�(,� HFKQ
HYDOXD RQ�V
LHQWV�ZLOO�EH�FKD JHG�¼������ R�FRYHU�WKH�FRVWV� Q�FDUU\ QJ�RXW� KH�LQLWLDO� HFKQ
HYD DV�ZHOO�DV�WKH� HFKQ FDO�HYDOXD RQ�HOHPHQW� Q�YDOLGDWLQJ�JUDQ V�FODLPV�ZKHQ 
WKH�5	'�SURJ DPPH� V�FRPSOHWHG 7KLV�VXP�ZLOO�EH�GHGXF HG�IURP�WKH�JUDQW�SD\PHQW

7KH�DVVHVVPHQW�RI�5	'�SURJ DPPHV�ZLOO�SXW�PR H�HPSKDVLV�RQ�EXLOGLQJ�WKH�5	' 
IXQFW RQ�DQG�FDSDELOLW\�UDWKHU�WKDQ�WKH�QDWXUH�RI�WKH�UHVHD FK�SURMHF WKDW� V�VXEPLWWHG�DV 

W�RI�WKH�RYH DOO�5	'�SURJ DPPH
&RPSDQLHV�WKDW�DOUHDG\�KDYH� DUJH�DQG�DFWLYH�5	'� RQV�DQG�KDYH�UHFHLYHG 
VLJQLI FDQW� XQGLQJ�XQGHU�RWKHU�5	'�VFKHPHV� Q�WKH�SDVW�ZLOO�EH�HOLJLE H�XQGHU�WKH 
VFKHPH SURYLGHG�WKH�SURSRVHG�5	'�SURJ DPPH�UHSUHVHQ V�D�FOHDU�DQG�VLJQLI FDQW 
DGG R�WKH U�FXUUHQW�5	'� DFLOLW\�DFWLYLWLHV DQG�LW�FDQ�EH�GHPRQVW DWHG�WKDW�LW�KDV�QRW 
Q�HIIHFW�DOUHDG\�EHHQ�JUDQW�DLGHG�XQGHU�DQRWKHU�VFKHPH� 
LHQWV�PXVW�XQGH DNH� R�FDUU\�RXW� KH�SURJ DPPH�ZLWK Q�D�VSHF LHG�WLPH�SH LRG� ZLWK�DQ 
DOORZDQFH�RI�D�RQH�\HDU�RYH DW� KH�G VFUHW RQ�RI�*UDQ V�$GPLQLVWUDWLRQ�' YLVLRQ� 

7KH�([HFXW YH�&RPP ZDQW� KH�VFKHPH� R�EH�GLVVHP QDWHG� R�FO Q�D� NH\ 
DVKLRQ� YLV RQDO�PDQJHUV�VKRXOG�DJ HH�ZL K�WKH U�VWDII�D�OLPLWHG�OLVW�RI�FO V�ZKR 
VKRXOG�EH�DSSURDFKHG�DERXW� KH�VFKHPH KDW� KRVH�OLNH R�EH�LQWH HVWHG� Q�SX VXLQJ 
WKH�PD RU�5	'�LQLWLDWLYHV�HQYLVDJHG�E\�WKH�VFKHPH� 

7HFKQLFDO�(YD RQ�5HSRUW��WR�EH�SUHSDUHG�E\�(,
'RHV�WKH�SURSRVHG�SUR HFW�FRQVWLWX XQGDPHQWD RU�SUH FRPSH LYH�UHVHDUFK
VHW�RXW� Q�WKH�(8�*XLGH QHV�IRU�5	'" 
+DV�WKH�FRPSDQ\�WKH� HFKQ FDO�FRPSHWHQFH� R�FDUU\�RXW� KH�SURSRVHG�5	'�SURJ DPPH" 
V�WKH�SURMHFW� HFKQ \�IHDV
'RHV�WKH�SURMHFW�UHSUHVHQW�D�VLJQLI FDQW� HFKQ FDO�FKDO HQJH�IRU�WKH�FRPSDQ\� HODWLYH� R�LWV 
FXUUHQW� HFKQRORJ\" 
$UH�WKH�SURSRVHG�H[SHQGL XUHV��FDS DO�DQG�FXUUHQ QHFHVVD DSS RSULDWH� DQG�UHDVRQDE
IRU�WKH�5	'�SURJ DPPH" 
'RHV�WKH�SURSRVHG�H[SHQGL XUH�UHSUHVHQW�D�VLJQLILFDQW�HQKDQFHPHQW�RI�WKH�5	'�IXQFW RQ�LQ 
PV�RI�HLWKHU�LWV�VFD H�RU�FDSDELOLW\" 
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$11(; &�±�&OLHQW�*X GH 
HQW�*XLGH� R�WKH�QHZ�5	'�&DSDELOLW\�*UDQW�6FKHPH 

%DFNJURXQG 
7KH�5	'�&DSDELOLW\�*UDQW�6FKHPH� V�WKH�SURGXFW�RI�D�VKL Q�HPSKDVLV�IRU� HODQG 

HODQG V�FXUUHQW�SRO F\�HPSKDVLVHV�WKH�QHHG� R�KHOS�H[LVWLQJ�FO R�PRYH�XS�WKH 
YDOXH�FKDLQ� 7KH�REMHFWLYH� R�HQVXUH�FOLHQW�FRPSDQLHV�DUH� RFXVHG�RQ�DFWLYLWLHV�IRU�ZK FK 
,UH DQG� V�D�FRV �HIIHFW YH�ORFDWLRQ DQG�WKXV�KH S�VHFXUH�WKH U�FRPSHWLWLYHQHVV�DQG�VW DWHJ
LPSR WDQFH�ZLWK Q�WKH�RYH DOO�FR SRUD
7R�GR�WK '$�,UH DQG�KDV�LQWURGXFHG�QHZ�LQFHQWLYH�VFKHPHV� ZKLFK�IRFXV�VSHFLILFD \�RQ 

SLQJ�H[LVWLQJ�FO V�WR
3XW� Q�S DFH�KLJKHU�RUGHU� LRQV� H�J��DQ�5	'�XQL
&RQYH R�S QJ�PR H�DGYDQFHG�DQG�KLJKHU�YDOXH DGGHG�S V�RU�VH YLFHV� 
6LJQLI FDQWO\� QFUHDVH�WKH�VNLOO�EDVH�RI�WKH U�RSH

2QH�RI�WKHVH�QHZ�LQFHQWLYH�VFKHPHV� V�WKH�5	'�&DSDELOLW\�*UDQW�VFKHPH� 

7KH�5	'�&DSDELOLW\�*UDQW�VFKHPH 
7KH�NH\�DLP�RI�WKH�5	'�VFKHPH� R�HQFRX DJH�FRPSDQLHV� R�EXLOG�XS�WKH U�5	'�

HODQG
7R�TXDOLI\�IRU�WKH�5	'�&DSDELOLW\�*UDQW�6FKHPH�FRPSDQLHV�KDYH� R�SXW�IR ZD G�5	' 
SURJ DPPHV�WKDW�UHSUHVHQW�D�FOHDU�DQG�VXEVWDQW DO�VWHS�FKDQJH� Q�WKH�GHYH RSPHQW�RI�WKHLU 
5	'�IXQFW HODQG FRPSDUHG� R�WKH�FXUUHQW�VLWXD 7KH\�ZLOO�KDYH� LW�ZL K�RQH�RI 
WKH� ROORZLQJ�FUL
(VWDE LVK�D�SH PDQHQW�5	'�XQL RU�VXEVWDQW \�H[SDQG�DQ�H[LVWLQJ�RQH 7KH�H[SDQV
RI�DQ�H[LVWLQJ�5	'�XQLW�ZRXOG�KDYH� QFRUSRUD H�VLJQLILFDQWO\� QFUHDVHG�H[SHQGL XUH 
RQ�DW� HDVW�RQH�RI�WKH� ROORZLQJ��FDSLWDO�HTX SPHQ HVHDUFK�SH RU�DQQXDO�FXUUHQ
H[SHQGL XUH

$FTXL H�IR PDO� HVSRQVLEL \�IRU�VRPH�F HDUO\�GH LQHG�HOHPHQW�RI�RYH DOO�&RUSRUD H�/HYHO 
5	'�DFWLYLW\

&DUU\�RXW�DQ�5	'�SURMHF SURMHF V�WKDW�VXEVWDQW DGH�WKH� HFKQRORJ FDO�FDSDELOLW\ 
DQG�FRPSHWLWLYHQHVV�RI�WKH�,U VK�RSH DWLRQ WKXV�EU QJLQJ�WKH�SURGXF V�VH YLFHV�SURGXFHG 
E\�WKH�,U VK�RSHUD RQ�PR H�LQ R�OLQH�ZL HODQG V�FXUUHQW�FRPSHWLWLYH�DGYDQWDJHV� 

$SSOLFDWLRQV�WKDW�PHHW�RQO\�WK V�FUL RQ�PXVW�PHHW�LW�FOHD \�±�PDUJ QDO�FDVHV�DUH 
R�EH�VXSSRU HG� 
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L U � 
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U U � O W �HWF��

� 
x LW L U � 
x L � U �� WV�L

GLUHFWO U �� 
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L
I W � 

x W W O WXUL L L
WXUL UDWLRQV� 

x O L O W��W L L W
SHU L IXQFWLRQ��L U W L O 

L O L � 

7KH�HPSKDVLV� KHUHIR H�RQ�KHOSLQJ�H[LVWLQJ�FO R�VWD W�XS�DQ�5	'�IXQFW RQ�R
VLJQLILFDQWO\�H[SDQG�DQ�H[LVWLQJ�RQH KHU�WKDQ�RQ�WKH�QDWXUH�RI�DQ\�VSHFLILF�5	'�SURMHF
WKDW�ZRXOG�EH�FDUU HG�RXW�E\�WKH�5	'� V�SUHSDUHG� R�FRQWU EXWH� R�WKH�FDSLWD
FRV V�RI�HVWDEO VKLQJ�DQ�5	'�XQLW� GLQJV� HTXLSPHQW�HWF�� DV�ZHOO�DV�WKH�FXUUHQW�FRVWV 
RI� XQQLQJ�WKH�XQL DQG�FDUU\ QJ�RXW�5	'�ZRUN�IRU�D�OLPLWHG�SH $Q\�SURSRVDO�PXVW 
LQFOXGH�DQ�5	'�SURMHF
:KH H�5	'� V�WKH�SULPD \�IXQFW RQ�RI�D�FRPSDQ\��H�J D�VHP FRQGXFWRU�GHVLJQ�KRXVH�RU�D 

ZD H�GHYH RSPHQW�J RXS��WKH�JURZ K�RI�WKH�FRPSDQ\�PD\�EH�VXSSRU HG�E\ 
FDSLWDO�HPSOR\PHQW�JUDQ Q�WKH�VDPH�ZD\�WKDW�JURZ K�RI�WKH�SULPD \�IXQFW RQ�RI�DQ\�RWKH
HQWLW\��PDQX XULQJ�RU�WUDGHG�VHUY FHV��PD\�EH�VXSSRU HG� 5	'�JUDQ V�ZLOO�EH�FRQVLGH HG 
RQO\�RQ�DQ�H[FHS RQDO�EDV V�ZKH H�UHTX UHG� R�EULQJ�DERXW�D�VWHS�FKDQJH� Q�WKH�RSH RQ¶V 
HVSRQVLEL LHV�DQG�WKH�FRPSOH[ \�RI�LWV�ZR N�DQG� Q�VLWXD RQV�ZKH H�VXEVWDQW DO�QHZ 
QYHVWPHQW� V�UHTX UHG�IRU�WK V�SXUSRVH
W�VKRXOG�DOVR�EH�QRWHG�WKDW� KH�SULPD \�REMHFWLYH�RI�WKH�VFKHPH� V�QRW� QFUHDVH�WRWD
HPS R\PHQW� Q�WKH� HQW�FRPSDQ\���+RZHYHU�WKH�QXPEHU�RI�QHZ�MREV� Q�WKH�SURSRVHG�5	' 
SURJ DPPH�ZLOO�EH�H[DP QHG�IURP�WKH�YLHZSRLQW�RI�LWV�FRQV VWHQF\�ZL K�WKH�QDWXUH�RI�WKH 
SURJ DPPH DQG�DV�D�OHJLWLPD H�SD W�RI�RYH DOO�FRVWV

(OLJLE H�&RV
(OLJLE H�FRVWV�DUH�DV� ROORZV
3H VRQQHO�FRV �UHVHDUFKHUV HFKQ FLDQV DQG�RWKHU�VXSSRU QJ�VWDII�HPSOR\HG�RQ�WKH 
UHVHD FK�DFWLYLW\

&RV V�RI� QVWUXPHQWV HTXLSPHQW�DQG�ODQG�DQG�SUHP VHV�XVHG�VROH \�DQG�RQ�D�FRQW
EDV V�IRU�WKH�UHVHD FK�DFWLYLW\

&RV V�RI�FRQVXOWDQF\�DQG�HTXLSPHQW�VH YLFHV�XVHG�H[FOXV YHO\�IRU�WKH�UHVHD FK�DFWLYLW\
LQFOXGLQJ�WKH� HVHD FK� WHFKQLFDO�NQRZ HGJH�DQG�SD HQWV� ERXJKW�IURP�RXWVLGH 
VRXUFHV

$GG LRQDO�RYHUKHDGV� QFXUUHG�GLUHFWO\�DV�D�UHVXOW�RI�WKH�UHVHD FK�DFWLYLW\
2WKHU�RSHUDW QJ�H[SHQVHV� H�J��FRVWV�RI�PDWH LDOV VXSSOLHV�DQG�VLPLODU�SURGXF QFXUUHG 

\�DV�D�UHVXOW�RI�WKH�UHVHD FK�DFWLYLW\
)HDVLELOLW\�VWXGLHV�DQG� HFKQRORJ\�DFTXLVL RQ�FRV V�DUH�DOVR�DOORZHG� 

5HVWU FWLRQV 
7KH�VFKHPH�FDQQRW EH�XVHG�IRU�WKH� ROORZLQJ�W\SHV�RI�SURMHF V��

R�DW UDFW�QHZ�PREL H�PDQXIDF QJ� QYHVWPHQW�RU�VLJQLILFDQW�H[SDQV RQV�RI 
PDQXIDF QJ�RSH

SURSRVD V�ZK FK�FRQVLVW�VROH \�RI�DQ�5	'�SURMHF KDW� V��ZK FK�GR�QRW�DOVR�HQ DLO�VRPH 
PDQHQW�H[SDQV RQ�RI�WKH�5	'� Q�WH PV�RI�HLWKHU�VL]H�RU�WKH� HFKQRORJ FD

OHYHO�RI�WKH�5	'�LW� V�FDSDE H�RI�FDUU\ QJ�RXW
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IXQG�� W O LU�I W
FULWHUL

W
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WL W L LQG��
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O W 
L LQ�,UHO � W
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WV�L L WL
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L L U W�� L L
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L ,QQRYDWL , W L U UO L

L L W W LU�I W WKRVH 
ZKL L O O L �� L

� L � 

L I L LQFO O � 

O LW
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5	'�SURMHF V�ZK FK�DUH�RQO\� RXWLQH�SURGXFW�GHYH RSPHQW
DQ\�SURMHFW� KDW� V�VLPS \�D� UDQVIHU�RI�DQ�5	'�RSHUDW RQ�RXW�RI�DQRWKHU�(8�PHPEHU�VWDWH
5	'�SURMHF V�H[SOLFLWO\�DLPHG�DW�GHYH RSLQJ�SURGXF V�IRU�SURGXF RQ�DE RDG� 

$GPLQ UD LRQ 
$�NH\�IRFXV�RI�WKH�VFKHPH� R�HQVXUH�WKDW�LW�GHD V�ZL K�FO HQW�SURSRVD Q�D�IDVW�DQG 

FLHQW�PDQQHU� 7R�WK V�HQG� '$�KDV�LQWURGXFHG�D�QXPEHU�RI� HDWXUHV� R�KRZ�WKH�VFKHPH�LV 
R�DFK HYH�WKLV 7KHVH�
$�VLPSOH�DSSOLFDWLRQ�IR P�EDVHG�V\V HP�IRU�VXEP LQJ�SURSRVD
7KH�VFKHPH� V�FRPS HPHQ DU\� R�WKH�57,�JUDQW�VFKHPH� V�QRW�FRPSHWLWLRQ�EDVHG� DQG 
GRHV�QRW�KDYH�D�IL[HG� $OO�SURMHF V�ZLOO�EH�DVVHVVHG�SXUH \�RQ�WKH LW�ZL K�WKH 

D�VHW�RXW�DERYH� 

+RZ� R�3URFHHG 
I�\RX�DUH�LQWH HVWHG� Q�VXEP LQJ�D�SURSRVDO�\RX�VKRXOG�ILUVW�FRQ DFW�\RXU� HODQG 
SURMHFW�H[HFX YH� R�GLVFXVV�WKH�HOLJLELOLW\�RI�ZKDW�\RX�KDYH� Q�P +H�RU�VKH�ZLOO�SURYLGH 
\RX�ZL K�WKH�DSSOLFDWLRQ� P��DQG�DQ\�RWKHU�LQ PDWLRQ�DQG�DGY FH�\RX�UHTX

5HVHDUFK�	�'HYH RSPHQ
5	'�6FKHPHV�DUH�G UHFWHG�DW�H[LVWLQJ�RYHUVHDV�FRPSDQLHV� DQG� $Q\�JUDQW�DVVLV DQFH�LV 
VXEMHFW� R�D�PD[ PXP�RI�����RI�HOLJLE H�FRVWV� Q�WKH�2EMHFWLYH���$UHD�DQG�����RI�HOLJLE
FRV Q�WKH�2EMHFWLYH��� Q�7UDQVL RQ�$UHD� 
5	'�&DSDELOLW\�JUDQW�DVVLV DQFH� V�SURYLGHG� R�VXSSRUW� KH�HVWDEO VKPHQW�RI�D�QHZ�5	' 
IXQFW RQ�RU�WKH�VXEVWDQW DO�XS�J DGLQJ�RI�DQ�H[LVWLQJ�5	'�XQL $VV VWDQFH� V�DYDLODEOH 
WRZD GV�FDSLWDO�H[SHQGL XUH�DQG�SH VRQQHO�FRVWV��$OO�HOLJLE H�FRVWV�PXVW�FRPS \�ZL K�FUL
G�GRZQ�E\�,U VK�OHJLVODWLRQ�DQG�(8�6WD H�$LG�*XLGH QHV� 

5HVHDUFK�7HFKQRORJ FDO�	� RQ��57 ��JUDQW�DVVLV DQFH� V�SD WLFXOD \�G UHFWHG�DW 
HVWDEO VKHG�FRPSDQLHV�ZK FK�DUH�SODQQLQJ� R�XQGHU DNH�WKH LUVW�5	'�SURMHF V�DQG�

FK�DUH�VLJQLI FDQW \�GHYH RSLQJ�WKH U�H[LVWLQJ�5	'�DFWLYLW\ 7KH�PD[ PXP�DPRXQW�RI 
JUDQW�IRU�DQ\�DSSOLFDWLRQ�FDQQRW�H[FHHG�¼�������� 7KH�57,�6FKHPH� V�FRPSHWLWLRQ�EDVHG

)HDVLELOLW\�6WXGLHV 
([SHQG WXUH�RQ� HDV ELOLW\�VWXGLHV�FDQ�EH� XGHG�DV�HOLJLE H�FRVWV�XQGHU�5	'

7HFKQR RJ\�$FTXLV LRQ 
([SHQG WXUH�RQ� HFKQRORJ\�DFTXLVL RQ�FDQ�EH� XGHG�DV�HOLJLE H�FRVWV�XQGHU�5	'
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DFFHO WL W U�� �� W 
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7KHUHI W W I
U L L O

L LRQ�LQ�,U � 
W LP�L � 

� W L L UDWLRQ��
EUL W U L WL U W WK�,U

� L WXUL DOO W W U IXQFWLRQV 
� 

� , LU� LQ�,U ��W �� U LF�L W
L U U WLRQ� 

$11(; '�±�)UDPHZRUN�IRU�'HWHUPLQLQJ�WKH 
$SSURS H�/HYHO RI�*UDQW�$LG 

)UDPHZRUN�IRU�'HWHUPLQ QJ�WKH�$SSURSU H�/HYHO�RI 
*UDQW�$LG�IRU�5	'�&DSDELOLW\�6FKHPH�3URSRVDOV 

%DFNJURXQG 
6LQFH�WKH� DXQFK�RI�WKH�5	'�&DSDELOLW\�VFKHPH� DQG�SDUW \�VLQFH�WKH�HQG�RI�WKH�SL

D�QXPEHU�RI�LPSR WDQW� VVXHV�KDYH�D LVHQ� 7KHVH�
+RZ� R�FOHD \�GLVWLQJXLVK�EHWZHHQ�SUR V�WKDW�PHHW� KH�VW DWHJ F�REMHF YHV 
RI�WKH�VFKHPH�DQG� KRVH�WKDW�GR�QRW� 
2QFH�D�SURSRVDO�PHHWV�WKH�VW DWHJ F�REMHF YHV�RI�WKH�VFKHPH KRZ� R�GHFLGH 
ZKDW� HYHO�RI�JUDQW�DVVLV DQFH� V�DSS RSULDWH� 
+RZ�WR DVVHVV�SURMHF Q�VHF RUV�VXFK�DV�VRIWZD H�ZKH Q�D�VHQVH�5	'�LV 
WKH U�PD Q�DFWLYLW\

7KH�SXUSRVH�RI�WK V�GRFXPHQW�VH V�RXW�KRZ� R�GHDO�ZL K�WKHVH�WK VVXHV� Q�WKH�FDVH�RI 
5	'�&DSDELOLW\�*UDQ

0HHWLQJ�VWUDWHJ F�RE HF YHV�DQG�GHWHUP QJ�WKH�DSSURSULD H�OHYHO�RI�*UDQW�$LG 
$�NH\�FKDUDFWHULV F�RI�WKH�5	'�&DSDELOLW\�VFKHPH� V�WKH�LQWHQWLRQ� R�XVH�LW� LQLWLDOLVH�RU 

HUDWH�WKH�DFTXLVL RQ�RI�FRQ URO�RYH DQG�EXLOGLQJ�FRPSHWHQFH�LQ D�VLJQLILFDQW�HOHPHQ
RI�RXU�FO HQW�FRPSDQ HV¶� HFKQRORJ\ SURGXFW�GHYH RSPHQW�

RUH� R�TXDOLI\�IRU�WKH�5	'�&DSDELOLW\�*UDQW�6FKHPH�FRPSDQLHV�KDYH� R�SXW� RUZDUG 
5	'�SURJ DPPHV�WKDW�UHSUHVHQW�D�FOHDU�DQG�VXEVWDQW DO�³VWHS�XS´� Q�WKH�GHYH RSPHQW�RI 
WKH U�5	'�IXQFW HODQG
7KH�XOWLPD H�D V�WR

8SJUDGH�WKH� HFKQRORJ FDO�FDSDELOLW\�DQG�FRPSHWLWLYHQHVV�RI�WKH�,U VK�RSH DQG 
QJ�WKH�SURGXF V�VH YLFHV�SURGXFHG�E\�WKH�,U VK�RSHUD RQ�PR H�LQ R�OLQH�ZL HODQG¶V 

FXUUHQW�FRPSHWLWLYH�DGYDQWDJHV� 
$FKLHYLQJ�D�PL[�RI�K JK�JUDGH�PDQXIDF QJ� LHG R�VWUD HJLFDOO\�LPSR WDQW�
VXFK�DV�5	'
QFUHDVH�WKH HPEHGGHGQHVV� HODQG KHLU�VSDQ�RI�FRQWURO DQG�VW DWHJ PSRU DQFH 
ZLWK Q�WKH�RYH DOO�FR SRUD
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H�WKH�³VWHS�XS´�KDV� R�EH� R�VRPH�GHJ HODWLYH� R�WKH�FXUUHQW�VWDJH�RI�GHYH RSPHQW�RI 
WKH�FOLHQW� RQO\� KRVH�SURSRVD V�WKDW�FOHD \�GHPRQVW H�WKDW� KH\�DUH�VXEVWDQW \�FDSDE H�RI 
DFK QJ�WKHVH�REMHF YHV�VKRXOG�EH�DSSURYHG� 
7KH�5	'�&DSDELOLW\�*UDQW�6FKHPH�FXU HQW \�RSHUDWHV�RQ�WKH�EDV V�RI�D��������JUDQ
PD[ PXP GHSHQGLQJ�RQ�ORFDWLRQ DV�GLFWDWHG�E\�(8�JXLGH QHV +RZHYH ZKL H�WKH�JUDQ
OHYHO�DSS RSULDWH� R�D�VSHFLILF�SURMHF XGLQJ�ZKH KHU�LW�VKRXOG�EH�JUDQW�DLGHG�DW�DOO� ZLOO 
DOZD\V�EH�GHSHQGHQW�RQ�D�ZLGH�UDQJH�RI� VVXHV� H�D H�FHUWD Q�FKDUDFWHULV FV�WKDW�DUH�JRRG 
JHQHUDO� QGLFD RUV�RI�WKH�YDOXH�RI�WKH�SURSRVHG�5	'�SURJ DPPH
7KHVH�

D�� )LUVW�WLPH�5	'
QJXLVKLQJ�EHWZHHQ�FO V�ZKR�FXUUHQ \�KDYH�QR�5	'� DQG� KRVH�WKDW�GR�EX

ZLVK� R�VXEVWDQW \�XSJ DGH�LW� 
$�NH\�SULRU \�RI�WKH�5	'�&DSDELOLW\�VFKHPH� R�JHW�FO R�VHW�XS�DQ�5	'�
6XSSRUW�VKRXOG� KHUHIR H�RQ�DYHUDJH�EH�KLJKHU� RU� KRVH�VWD LQJ�XS�D�IXQFW RQ�WKDQ�IR
H[SDQG QJ�DQ�H[LVWLQJ�RQH

E�� HFWXDO�3URSHUW\
7KH�LVVXH�RI�ZKH H�DQ\�LQWHOOHFWXDO�SURSH \��,3��WKDW�PD\�DULVH�IURP�D�SURMHFW�ZLOO�UHV GH�LV 
DQ�LPSR WDQW� VVXH� Q�WH PV�RI�WKH�SRWHQW DO�³ZHD K´�LPSDFW�RI�WKH�SURSRVHG�5	' 
SURJ DPPH I�WKH� R�EH�UHV GHQW� Q�,UH DQG�LW�PHDQV�DQ�DGG LRQDO� QFRPH�VW HDP� R�WKH 
VK�RSHUD RQ�DV�ZHOO�DV�D�KLJKHU�GHJ HH�RI�FRQ URO�DQG�RZQH VKLS� 

F�� 0DGH�
7KH�IXQFW RQ�RI�5	'� V�D�YD DUJHW� R�SXUVXH� Q�LWV�RZQ� LJKW HYHQ�ZKH H�WKH�UHVHDUFK�LV 
R�S V�ZK FK�DUH�QRW�OLNH R�EH�SURGXFHG� Q�,UH DQG�IRU�D�YD \�RI� HDVRQV��H�J

FRV DUJHW�PD NHWV ORJLVWLFV�HWF�� +RZHYHU ZKHUH�WKH�QDWXUH�RI�WKH�SURGXF V�VH YLFHV�EH
UHVHD FKHG�FDUU HV�D�VW RQJ�OLNHOLKRRG�RI�EH QJ�SURGXFHG� DQG� KLV� Q�JHQHUDO�DQ 
DGYDQ DJH�DQG�PDNHV�WKH�SURSRVDO�PR H�YDOXDEOH

G�� 7HFKQRORJLFDO�FKDO HQJH
2QH�RI�WKH�TXHVWLRQV�WKH�7HFKQLFDO�$VVHVVRU� V�DVNHG� R�DQVZHU� V�ZKHWKHU� ³WKH�SURSRVHG 
5	'�SURMHF V�DVVRF HG�ZL K�WKH�SURJ DPPH HVHQW�D�VLJQLILFDQW� HFKQ FDO�FKDO HQJH�IR
WKH�FRPSDQ\ HODWLYH� R�LWV�FXUUHQW�FDSDELOLW\´ 7KH�SRLQW� R�LQGLFD H�WKDW�D� HFKQRORJ FD
VWHS�FKDQJH� V�D�FKD DFWH LVWLF�RI�WKH�SURSRVDO�DQG�WKDW�LW�KDV�WKH�SRWHQW DO� R�VXEVWDQW
QFUHDVH�WKH�FOLHQWV¶�³FDSDELOLW\´� R�FDUU\�RXW�KLJK�TXDOLW\�5	'� Q�WKH�IX XUH� 

���(YDOWHF��'XEOLQ ��0D\����� 



H 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW $QQH[ '�±�� 

� � 
L OI�L L

O W IXQFWLRQ�� OG�LQFOXGH� 
� U U W U � 
� W´�W U LQ�� LQGXVWU\�WU � L � 

L U\�W L
� L L W U

W L � L O W
O
WL W U LV� L �

U L L O L LF�L W
W WLRQ� 

� LO U U U ��LW�L U OV 
UO L W WLF�� O U O 

� 

I����6HOI�UHO OLW\� 
L ��W WDL

L LOLW �, L W W O W L
L U U

� �� U W LV�W U U LYH 
L L L L U � 

� W L WL O �� W LF�W L
W U L U � 

� U �� L WLRQ�L O W
QR�W L W I U � 

M L UO UDW W
WR�W WR�WKUHH� 

� W W
O U L W O M L

L UW O�� L ��ZKHU L
LQGXVWU U U WR�, O L W W� 
WKL L UV�WR�I � W WL LILF 
W W L WHU� 

H�� 6SDQ�RI�FRQWURO
7KH�5	'�DFWLYLW\�DQG�WKH�5	'�IXQFW RQ�LWVH Q�D�FRPSDQ\�DUH�W\SLFDOO\�HPEHGGHG� Q�D 
DUJHU� HFKQRORJ\ PDQDJHPHQW� 7KLV�FRX

)R PXODWLQJ�WKH�RYH DOO�³ HFKQRORJ\´�VW DWHJ\�RI�WKH�FRPSDQ\
'HFLGLQJ�³ZKD R�GR�UHVHD FK� EDVHG�RQ� HQGV� FKDQJ QJ�GHPDQG
HPHUJ QJ�SULPD HFKQRORJ HV�HWF� 
³0DQDJ QJ´�WKH�5	'�IXQFW RQ�IRU�D�UDQJH�RI�SURGXF V�WKDW�DUH�DOO� HOLDQW�RQ 
VLPLODU� HFKQRORJ HV� DQG�RYHUVHHLQJ�WKH U�GHYH RSPHQW�ULJKW�XS� R�PDUNHW 
DXQFK� 

7KH�DFTXLVL RQ�RI�FRQ URO�RYHU�VRPH�SD W�RI�WK ZLGHU�IXQFW RQ�ZRXOG�EH�DGYDQWDJHRXV� DV�LW 
ZRXOG�KHOS�HPEHG�WKH�FOLHQW�PR H�HIIHFW YHO\� Q�,UH DQG�DQG� QFUHDVH�LWV�VWUDWHJ PSRU DQFH 
R�WKH�&RUSRUD
7KHUHIRUH� ZK H�WKH�SUHFLVH�VW XFWX H�ZLOO�YD \�E\�FRPSDQ\ V�DSS RSULDWH�WKDW�SURSRVD
VHHNLQJ�D�KLJK�OHYHO�RI�VXSSRUW�VKRXOG�FOHD \�KDYH�WK V�FKDUDF HULV DQG�SUHIHUDE \�IR PD
FRQWURO

LDQFH�DQG�VXVWDLQDEL
7KH�REMHFWLYH�RI�WKH�5	'�&DSDELOLW\�VFKHPH� V��DV�LWV�QDPH�LPSOLHV R�GHYHORS�D�VXV QDEOH 
DQG�VHOI�UHO DQW�³FDSDE \´� Q�WK V�FRQ H[W� KH�GHYH RSPHQW�RI�WKH� HFKQRORJ FDO�FDSDELOLW\ 
RI�D�FOLHQW�FDQ�EH�FKDUDFWHULVHG�DV�JR QJ�WK RXJK�VHYH DO�VWDJHV� 

6WDJH�RQH ZKH H�DOO� HFKQRORJ\� UDQVIH UHG�E\�WKH�SD HQW�DQG�QR�VXEVWDQW
5	'� Q�FDUU HG�RXW� Q�WKH�,U VK�RSH DWLRQ
6WDJH� ZR��WKH�,U VK�RSHUD RQ�GRHV�GHYH RSPHQW EXW� KH�EDV HFKQRORJ\� V�VWLOO 
UDQVIH UHG� Q�IURP�WKH�SD HQW
6WDJH�WK HH WKH�,U VK�RSHUD V�FDSDE H�RI�WKH�IXOO�5	'�SURFHVV�ZL K�OLWWOH�RU 

HFKQRORJ FDO� UDQV HU�IURP�WKH�SD HQW
3UR HFWV�VHHN QJ�D�KLJK�JUDQW�UDWH�VKRXOG�FOHD \�GHPRQVW H�WKDW� KH\�DUH�VWHSSLQJ�XS�IURP 
RQH� ZR��RU�IURP�WZR�

J�� 6HF RUDO�DQG�6 UDWHJLF�,PSDFW 
6RPH�SURSRVD V�PD\�KDYH�VW RQJ�SRWHQW DO�EHQHIL V�DW�D�VHFWRUDO� HYHO�DQG�QRW� XVW�ZLWK Q�WKH 
QGLYLGXDO�FRPSDQ\�XQGH DNLQJ�WKH�SURSRVD )RU� QVWDQFH H�D�FOLHQW�FRPSDQ\� Q�DQ 

\�FOXVWHU�RI�SD WLFXODU�LPSR WDQFH� '$�,UH DQG� V�WKH�ILUVW� R�VHW�XS�DQ�5	'�XQL
V�PD\� QGXFH�RWKH ROORZ� DQG�ZRXOG�KHOS�JHQHUD H�D�SRRO�RI�5	'�H[SHU VH�VSHF

R�WKH� HFKQRORJ HV�XVHG�E\�WKDW�FOXV
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G���H� I�� � 

�� 
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W U U O
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I IDFWRU U UO O W W U

L O U WLYH 
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� O W��ZLW L U U
� U W WL WO\�L U
� U U O �� W 

WO WL
� LDOL LFDW U L
� U L I O �VNLOO W LVK" 

Q�DGG H�WKH�LPSOHPHQWDWLRQ�RI�WKH�SURSRVDO� HDGV� R�WKH�GHYH RSPHQW�RI�5	'�RU 
HFKQRORJ FDO�H[SHU VH� Q�UH HYDQW�HGXFD RQDO� E\�IRU� QVWDQFH�VXE�FRQWUDF
VRPH�RI�WKH�5	'�ZRUN� R�D�WKLUG�OHYHO� KLV�VKRXOG�EH�YLHZHG�DV�D�SRVL
FKDUDFWHULV

DQFHV�VXFK�DV� KLV H�WKH\�FDQ�EH�VXEVWDQW HG� HSUHVHQW�EHQHIL V�EH\RQG�WKH 
QGLYLGXDO�FO HQW�XQGH DNLQJ�WKH�5	'�&DSDELOLW\�SURSRVDO�DQG�ZDUUDQW�D�KLJKHU�OHYHO�RI 
JUDQW�DLG�WKDQ�ZRXOG�R ZLVH�EH�WKH�FDVH
7KLV�OLVW�RI� V�VKRXOG�EH�XVHG�DV�D�³FKHFN�OLV R�KHOS�3UR HFW�([HFXW YHV� R�GHFLGH�WKH 
DSS RSULDWH�JUDQW�UDWH�IRU�VSHFLILF�5	'�&DSDELOLW\�3 V�WKH\�VKRXOG�VHHN 7KH\�VKRXOG 
EH� XGHG� Q�DOO�5	'�&DSDELOLW\�VXEP RQV�DV�D�VLPSOH�RQH SDJH�D DFKPHQ �VHH 
DSSHQG [���EHORZ�� 
7KHVH�OLVW�RI� V�RI�FRX VH�KDYH� R�EH�YLHZHG� Q�WDQGHP�ZL K�DOO� KH�RWKHU� HOHYDQW�DVSHFWV 
RI�WKH�SURSRVD XGLQJ�WKH�OHYHO�RI�JUDQ V�UHTX UHG� R�PDNH�WKH�SURMHFW�KDSSHQ� RUH 
GHFLGLQJ�RQ�WKH�DSSURSU H�JUDQW�UDWH� +RZHYHU� RQ \�SURMHF V�WKDW�VD VI\�PRVW�RU�DOO�

D�VHW�RXW�DERYH�VKRXOG�ZDUUDQW�VXSSRUW�DW�RU�QHDU�WKH�PD[ PXP� 
Q�DGGLWLRQ� I�SURSRVD V�GR�SRRUO\�RQ�DOO�RU�PRVW KH�TXHVW RQ�QHHGV� R�EH�DVNHG�DV�WR 
ZKH KHU�WKH�SURMHFW�VKRXOG�EH�DVV VWHG�DW�DO "�7KLV� V�SD WLFXOD \�WKH�FDVH�ZL K�UHVSHFW�

��DQG� DERYH

6RIWZDUH�SURMHFWV 
6RIWZDUH�SURMHF V�SUHVHQW�D�SD WLFXODU�SUREOHP 7KH�EDV F�DFWLYLW\�RI�PRVW�VRI ZD
FRPSDQLHV� V�5	'��VR�WKH�LVVXH� V�KRZ� R�G VWLQJXLVK�EHWZHHQ�S RSRVD V�WKDW�FRQVLVW�PHUHO\ 
RI�LQLWLDWLYHV�WKH�FRPSDQ\�ZRXOG�XQGHU DNH�DV�SD W�RI�LWV� RXWLQH�GHYH RSPHQW�DQ\ZD\��DQG 
KRVH�WKDW�UHSUHVHQW�D�UHDO�VWHS�XS� Q�WKH U�5	'�FDSDELOLW\
7KH� ROORZLQJ�DUH�D�VHW�RI� V�WKDW�DUH�SD WLFXOD \�UH HYDQW� R�WKH�VRI ZD H�VHFWRU�DQG�DUH 
LQGLFDWLYH�RI�D�QHZ�LQLWLDWLYH�WKDW� V�RXWVLGH�QRUPDO�RQJRLQJ�GHYH RSPHQW�ZR N��$�SRVL
DQVZHU�RQ�PRVW�RI�WKHVH�ZRXOG� Q�JHQHUDO�EH�UHTX UHG�EHIR H�DQ\�JUDQW�DVVLV DQFH� V�J YHQ� 
7KH\�DUH� 

:LOO�LW�GHYH RS�D�WRWDOO\�³QHZ´�SURGXF K�D�QHZ�OLFHQVLQJ�DQG�SULF QJ�VW XFWX H" 
:LOO�QHZ�SH VRQQHO�ZL K�H[SHU VH�QRW�FXUUHQ Q�KRXVH�EH�KL HG" 
'RHV�WKH�SURSRVDO� HTXLUH�XVH�RI�D�QHZ�SURJ DPPLQJ� DQJXDJH ZKLFK�WKH�FOLHQ
FXUUHQ \�KDV�OLWWOH�RU�QR�H[SHU VH�LQ" 
:LOO�QHZ�VSHF VHG�DQG�GHG HG�KDUGZD H�EH�UHTX UHG" 
:LOO�LW� HTXLUH�VLJQLI FDQW� RUPD LVHG�XS LQJ�RI�H[LVWLQJ�VWDII� R�DFFRPSO
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W UH�U U W LFDO 
L W L WL W

�� OXVL
U O URSRVDOV�W

L O� 

Q�DGG EHFDXVH�RI�WKH�NQRZ HGJH� QWHQV GHSHQGHQW�QDWXUH�RI�WKH�VHF
DGG LRQDO�IDFWR V�DUH�UH HYDQ

:LOO� KH�SURSRVDO� PSDFW�SRVL \�RQ�RYHUDOO�VNLOO� HYHOV� Q�WKH�,U VK�RSH DWLRQ" 
&DQ�WKH� HFKQRORJ HV�EH QJ�GHYH RSHG�EH� HYHUDJHG�LQ R�RWKHU�SURGXF WKHU�H[LVWLQJ�RU 
QHZ" 

6RIWZDUH�SURSRVD V�VKRXOG�KDYH�PRVW� I�QRW�DOO� RI�WKHVH�FKD DFWH LVWLFV�EH RUH�WKH\�ZRXOG 
LW�DQ\�DVV DQFH� 

Q�DGG KH�LQGLFDWR V�RXW QHG� Q�VHFW RQ���ZRXOG�DOVR�EH�UH HYDQW� R�GHFLG QJ�ZKH KHU�RU 
QRW�DVVLV DQFH� V�MXVWL LHG�DW�DOO� Q�VRI ZD H�SURMHF FXOD \�ZL K�UHVSHFW� R�D� ��H��DQG 
DQG� I�VR�DW�ZKDW� HYHO

7KH�VRI ZD HODWHG�IDFWR V�DERYH�VKRXOG�WKHQ�IR P�DQ�³H[ D�IL R�EH�XVHG�IRU�6RIWZDUH 
V�RQO\ DV�ZHOO�DV�DVVHVV QJ�WKHP�XQGHU�WKH�FUL HULD�VHW�RXW� Q�VHFW RQ���DERYH� 

7KH�DVVHVVPHQW�RI�WKH�VRI ZD HODWHG�IDFWR V�VKRXOG�EH�SURYLGHG�E\�DQ�(,� HFKQ
DVVHVVRU�ZKR�KDV�WKH�UHTX UHG� HFKQ FDO�H[SHU VH� R�GR�VR� 

&RQF RQV 
$SSHQGL[���S RYLGHV�DQ�H[DPS H�RI�WZR�VDPSOH�5	'�&DSDELOLW\�3 R�VKRZ�KRZ 
WKH\�VKRXOG�DSSHDU� Q�DQ�5	'�&DSDELOLW\�SURSRVD
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6RIW MHFW O\ 
W��OL �� L U UH 
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U O
LDOL LFDW UH 

)RU VNLOOLQJ QR 

O
WV 

$SSHQG [�� 

1RQ�VRI ZD ZD H�3UR HF
HF �%0:�5HJLRQ� 

*HQHUDO�5	'�3URSRVDO�&KDUDFWHULV FV
�IRU�DOO�SUR

VW�7LPH�5	' \HV 
HF XDO�3URSHU

0DGH� HODQG \HV 
7HFKQRORJ FDO�&KD HQJH \HV \HV 
6SDQ�RI�FRQWURO \HV \HV 
6HOI HOLDQFH VXVWDLQDELOLW\ \HV \HV 
6HF RUDO�DQG�6 UDWHJ F�,PSDF \HV 

*UDQW�5D ����� 

0D[ PXP�*UDQW�5D

ZDUH�3UR V�2Q
1HZ�SURGXF FHQVH DQG�SULF QJ�VW XFWX Q�D \HV 
1HZ�SH VRQQHO�ZL K�H[SHU VH�QRW� Q�KRXVH Q�D \HV 
1HZ�SURJ DPPLQJ� DQJXDJH Q�D \HV 
1HZ�VSHF VHG�DQG�GHG HG�KDUGZD Q�D \HV 

PDO�XS� Q�D 
,PSDFW�RQ�RYHUDOO�VNLOO� HYHOV Q�D \HV 
/HYHUDJH�QHZ�SURGXF Q�D \HV 
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�/DQG 

UUHQW� WDW ���������� 
¼ 

W LFL
UW�VWDII�� � 
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U
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6HFWLRQ�RQH EDFNJ QIRUPDW
&RPSDQ\�QDPH 
&RPSDQ\�DGG HVV 

<HDU�HV DEOLVKHG�

&X LVK�HPSOR\PHQ

7X QRYHU��IRU� KUHH�\HDUV� 
<HD

Q�EXVLQHVV EXVLQHVVHV 

1DPH�DQG�DGGUHVV�RI SDUHQ FRPSDQ\ 

3OHDVH�HQFORVH�WK HH�\HD V�DXGL HG�DFFRXQWV�IRU�\RX
SDUHQ FRPSDQ\�DQG� KH�,U VK�RSH RQ� 

6HFWLRQ�WZR FXU HQW 5	'�DF LYLWLHV 
'R�\RX�KDYH�D� RUPDO�5	'�XQL
SUHVHQ \HV 
,I�\HV��S HDVH�E \�GHVFULEH�LWV�DF LYLWLHV 

&XUUHQ XH�RI�I [HG�DVVH V�GHGLFD HG�WR 
5	'�IXQF RQ��6 H�\HDU�

%XLOGLQJV
(TXLSPHQW 

&X DQQXDO�5	'�VSHQG��6 H�\HDU�

3HUVRQQHO�FRVWV� 
±�UHVHDUFKHUV� HFKQ DQV 
±�VXSSR LQFO�PJPW
&RQVX DQF\ 
0DWHULDOV 
3DWHQWV R\DOWLHV 
2YH KHDGV 
2WKHU�VHUYLFHV SOHDVH�VSHFLI\ 

5	'�FDSDELOLW\�JUDQW�VFKHPH 
FRPSDQ\�DSSO FDW RQ�IR

,VVXH�QXPEHU�WKUHH� $SU O����� 
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&XU HQW�QXPEHU�RI PH�5	'�VWDII 
5HVHDUFKH HFKQLF DQV 
6XSSR LQFOXG QJ�PDQDJHPHQW

'RHV� KH�,U VK�RSHUD RQ�FXU HQW \�KDYH�DQ\� RUPDO�FRUSR DWH 
OHYHO�5	'� HVSRQVLELOLWLHV" \HV 
I�\HV��J YH�GHWDL

+DV� KH�,U VK�RSHUD HFHLYHG�DQ\�JUDQ DLG�IRU�5	' 
DF LYLWLHV�IURP�DQ\�,U VK�SXEOLF�ERG\�VLQFH 
��-DQXD \�����"� \HV 
I�\HV��S RY GH�GHWDL V�RQ�\HD DPRXQW DQG�QDPH 

DLG�VFKHPH 

6HF RQ�WKUHH RYHUYLHZ�RI SURSRVHG�5	'�SURJ DPPH 
HIO\�RXW KH�QDWXUH�RI�WKH�S RSRVHG�S DPPH� 

FRYH QJ�ER K�LWV�EXV QHVV�DQG� HFKQLFDO�RE HFWLYHV� 
HUHQ QJ�EHWZHHQ� KH�HQKDQFHPHQW�RI�\RXU�5	' 

FDSDEL W\�IXQF RQ�DQG� KH�DFWXDO�5	'�SURMHF
Q�WK V�VXEP VVLRQ 

3OHDVH�GHVFULEH�KRZ� KH�S RSRVHG�5	'�SURJ DPPH 
FRQV LWXWHV�D�VLJQLILFDQ HS�XS� Q�HLWKHU� KH�VFD H�R
VRSKLV LFD RQ�RI�\RXU�FXUUHQ 5	'�IXQF DQ\

:LOWRQ�3ODFH 'XEOLQ��� HODQG� 7HO������������������ )D[������������������ (�PDLO� DQG#LGD� ZZZ HODQG FRP�
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L W�WHDP 
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3OHDVH�VWD H�S DQQHG�WLPH�VSDQ�IRU� KH�5	'�SURJ DPPH 

3OHDVH�RXWO QH�WK HH�RU�IRXU�FOHDUO\�GHI QHG�DQG�HDVL
YH LILDE H�PLOHV RQHV�EDFNHG�XS�E\�D�*$177�FKDUW
VLPLODU VKRZ QJ�KRZ� KH�RYH DOO�SURJ DPPH� V�SODQQHG 
R�SURJUHVV 

3OHDVH�RXWO QH�E \�KRZ� KH�S RSRVHG�5	'�SURJ DPPH 
ZLOO�EH� LQDQFHG 

3OHDVH�RXWO KH�OHYHO�RI H[SHULHQFH�DQG�R
TXDOLILFDW RQV�RI�WKH�5	'�PDQDJHPHQ

:LOWRQ�3ODFH 'XEOLQ��� HODQG� 7HO������������������ )D[������������������ (�PDLO� DQG#LGD� ZZZ HODQG FRP�
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)LQDQFLDO�GHWD V�RI�SURSRVHG�5	'�SURJ DPPH 
RQO\�LQF XGH�H[SHQGLWXUHV� WLRQD R�\RXU�FXU HQW 
5	'�RSH
&DSLWDO�H[SHQGLWXUH 
%XLOGLQJV�DQG�ODQG 
<HD

(TXLSPHQW 
<HD

&XUUHQW�H[SHQGLWXUH 
3HUVRQQHO�FRVWV�±� OWLPH�UHVHDUFKHUV� HFKQ DQV 
<HD

3HUVRQQHO�FRVWV�±� OWLPH�VXSSR
LQFOXGLQJ�PDQDJHPHQ
<HD

&RQVX DQF\ 
<HD

0DWHULDOV 
<HD

3DWHQWV R\DOWLHV� HFKQRORJ\�RQO\ H[FOXGH 
KH�FRVWV�RI SDWHQ KH�RXWFRPH�RI�WKH�S RSRVHG 
5	'�SURJ DPPH
<HD

2YH KHDGV 
<HD

2WKHU�VHUYLFHV SOHDVH�VSHFLI\ 

<HD

:LOWRQ�3ODFH 'XEOLQ��� HODQG� 7HO������������������ )D[������������������ (�PDLO� DQG#LGD� ZZZ HODQG FRP�
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DIILQJ 
1XPEHU�RI WLPH VWDII�±�UHVHDUFKHUV� HFKQ DQV 
RQO\�LQF XGH�WKRVH� DGGLW R�\RXU�FXUUHQ 5	'�VWDIILQJ 
DQ\

<HD QXPEH

1XPEHU�RI WLPH VWDII�±�VXSSR LQFO�PJPW
RQO\�LQF XGH�WKRVH� DGGLW R�\RXU�FXUUHQ 5	'�VWDIILQJ 
DQ\

<HD QXPEH

2XWOLQH� KH�OLNH \�EHQH V�RI�WKH�5	'�SURJ DPPH�IRU�\RXU 
VK�RSH Q�WH PV�RI

,WV�RYHUDOO�FRPSHWLWLYHQHVV�DQG�5	'�FDSDELOL

6RSKLV LFD LRQ�YD XH�DGGHG�R SURGXF V�VHUY FHV 

6LJQDWX

7KH�IXWX H�OHYHO�RI�5	'�DF LYLW\ 

,WV�VWUDWHJ F�LPSR DQFH� KH�RYH DOO�FRUSR DWLRQ 

:LOO� KH�S RSRVHG�5	'�SURJ DPPH�EH�VXE±FRQW DF
DQ\�HOHPHQ KH�UHVHDUFK"� \HV 
,I�\HV��J YH�GHWD

:LOO� KH�S RSRVHG�5	'�SURJ DPPH�KDYH�DQ\�QHJD LYH 
LPSDF RQ�\RXU�FRUSR DWLRQ¶V�5	'�DF LYLWLHV� Q�DQ\ 
RWKHU�(8�PHPEHU�VWD \HV 
,I�\HV��J YH�GHWD

:LOWRQ�3ODFH 'XEOLQ��� HODQG� 7HO������������������ )D[������������������ (�PDLO� DQG#LGD� ZZZ HODQG FRP�
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5HVHDUFK�DQG�'HYH RSPHQW�&DSDE \�,QLW LYH 
7HFKQ FDO�$VVHVVPHQW�5HSRU

&203$1<�'(7$,/6� 
1DPH
$GG HVV
3KRQH )D[ PDLO� 
&RQWDFW� 3RV

7(&+1,&$/�$66(6625
1DPH
JDQLVDWLRQ���&RPSDQ\

7HOHSKRQH� )D[ PDLO� 
'(9(/230(17�$'9,625
1DPH
$JHQF\� 
7HOHSKRQH� )D[ PDLO� 
7KH�7HFKQLFDO�DVVHVVRU�ZLOO�DGGUHVV�WKH�IROORZLQJ�LVVXHV���GHOHWH�WKH�SURPSWV�XQGHU 
HDFK�TXHVWLRQ�ZKHQ�FRPSOHWH� 

([SODLQ�EULHIO\�XQGHU�WKH�IROORZLQJ� 
� 3URMHFW�W\SH>�@ 
� 7HFKQLFDO�REMHFWLYHV 
1RWH���LQFOXGH�SURMHFW�GHVFULSWLRQ�LI�DSSURSULDWH 
�� +DV�WKH�FRPSDQ\�WKH�WHFKQLFDO�FRPSHWHQFH�WR�FDUU\�RXW�WKH�SURSRVHG�5	' 

�� 'RHV�WKH�SURSRVHG�SURMHFW�FRQVWLWXWH�IXQGDPHQWDO��LQGXVWULDO��RU�SUH�FRPSHWLWLYH 
UHVHDUFK��DV�VHW�RXW�LQ�WKH�(8�*XLGHOLQH�IRU�5	'"��� <HV�1R 

SURJUDPPH"��� <HV�1R 
([SODLQ�EULHIO\�XQGHU�WKH�IROORZLQJ� 
� FRUH�VNLOOV�RI�WKH�SURMHFW�WHDP 
� SURMHFW�PDQDJHPHQW 
� SODQV�IRU�5	'�VNLOOV�DSSUDLVDO�DQG�+XPDQ�5HVRXUFH�'HYHORSPHQW 

([SODLQ�EULHIO\�XQGHU�WKH�IROORZLQJ� 
� UHVXOWV�RI�SUHYLRXV�UHVHDUFK�RU�IHDVLELOLW\�VWXGLHV 
� DGHTXDF\�RI�WKH�SURMHFW�SODQQLQJ >�@ DQG�WLPHVFDOH 
� OHYHO�RI�WHFKQLFDO�ULVN>�@ 
�� 'RHV�WKH�SURSRVHG�5	'�SURJUDPPH�UHSUHVHQW�D�VLJQLILFDQW�WHFKQLFDO�FKDOOHQJH�IRU�WKH 

� RWKHU�UHVRXUFHV�LGHQWLILHG�WR�VXSSRUW�WKH�5	'�SURFHVV 
� 5	'�FDSDELOLW\�UDWLQJ >�@ >VFRUH���WR��
�� $UH�WKH�SURMHFWV�WHFKQLFDOO\�IHDVLEOH"������� <HV�1R 

@ 

([SODLQ�EULHIO\�XQGHU�WKH�IROORZLQJ� 
� OHYHO�RI�WHFKQLFDO�LQQRYDWLRQ >�@ 

�����$GYDQFLQJ�WKH�WHFKQRORJLFDO�FDSDELOLW\�RI�WKH�FRPSDQ\ 

FRPSDQ\��UHODWLYH�WR�LWV�FXUUHQW�FDSDELOLW\"������� <HV�1R 
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([SODLQ�EULHIO\�XQGHU�WKH�IROORZLQJ� 
� YDOLGLW\�RI�FRVWV 
� YDOXH�IRU�PRQH\ 
� LV�WKH�LQYHVWPHQW�DGHTXDWH�WR�DFKLHYH�WKH�FRPSDQ\¶V�SURSRVHG�5	'�SURMHFWLRQV 
1RWH���&RPSOHWH�FRVWV�HVWLPDWHV�LQ�$SSHQGL[�������3URSRVHG�5	'�([SHQGLWXUH 
�� 

�� $UH�WKH�SURSRVHG�H[SHQGLWXUHV��FDSLWDO�DQG�FXUUHQW��QHFHVVDU\��DSSURSULDWH�DQG 
UHDVRQDEOH�IRU�WKH�SURSRVHG�5	'�SURJUDPPH"�� <HV�1R 

'RHV�WKH�SURSRVHG�H[SHQGLWXUH�UHSUHVHQW�D�VLJQLILFDQW�HQKDQFHPHQW�RI�WKH�5	'�IXQFWLRQ 

([SODLQ�EULHIO\�XQGHU�WKH�IROORZLQJ� 
� LV�LW�D�VLJQLILFDQW�VWHS�XS�LQ�WKHLU�FXUUHQW�5	'�IXQFWLRQ 
� LV�LW�D�VXVWDLQDEOH�DQG�VXEVWDQWLDO�LQFUHDVH LQ�³5	'�VSHQG�DV�D���RI�VDOHV´�XQGHU�5	' 

&DSDELOLW\�FRPSDUHG�WR�DQ\�SUHYLRXV�SURMHFWLRQV�PDGH�E\�WKH�FRPSDQ\��IRU�LQVWDQFH�LQ�WKHLU 
ODWHVW�57,�DSSOLFDWLRQ� 

� ZLOO�WKH�SURSRVHG�LQYHVWPHQW�OHDG�WR�FRQWLQXRXV�5	'�SURJUDPPHV 
�� 

LQ�WHUPV�RI�LW¶V�VFDOH�RU�FDSDELOLW\"�������� <HV�1R 

5HFRPPHQGDWLRQ�� <HV�1R 

2YHUDOO�FRPPHQWV���7KH�WHFKQLFDO�DVVHVVRU�LV�UHTXHVWHG�WR�JLYH�KLV�KHU�RYHUDOO�RSLQLRQ�RQ�WKH 
DSSOLFDWLRQ� 

$SSHQGL[���±�3URSRVHG�5	'�([SHQGLWXUH 
&RPSOHWH�D�VHSDUDWH�WDEOH�LI�WKHUH�LV�PRUH�WKDQ�RQH�5	'�SURMHFW 
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3UR HFW�&RVW�(V PD
3UR HFW�� 0DWHULD 6DOD 7UDYHO�	 

6XEV VWHQFH 2YH KHDGV &RQVX DQF\ &DS
&RPSDQ\ 
$VVHVVR
&RPPHQW�RQ�SUR HFW�FRV

&DS DO�5H HG�,QYHV PHQW� )DF LHV�	�(TXLSPHQW
PD 7UDYHO�	 

6XEV VWHQFH &RQVXO DQF\ 5	'�&DS )DFLOLWLHV 
&RPSDQ\ 
$VVHVVR
&RPPHQW�RQ�WKH�&DSLWDO�5HODWHG� QYHVWPHQW�FRV

&RPPHUF DO�([SORLWD LRQ
&RPPHQW�RQ�WKH�FRPSDQ\¶V�DELOLW\� R�FRPPH DO� KH� HVXOWV 

(QY URQPHQWDO�& HDUDQFH 
&HU

<HV� 1R� WLFN�

6LJQHG
7\SH�1DPH 

$JHQF\� H�&RPSOH HG 

���(YDOWHF��'XEOLQ ��0D\����� 



H 5HYLHZ�RI�WKH�,'$¶V�5	'�&DSDELOLW\�*UDQWV�6FKHPH�±�)LQDO�5HSRUW $QQH[ )�±�� 

7LFN�RQH�ER[�LQ�HDFK�FDWHJRU\� $SSHQGL[�������5	'�6WDLUFDVH 
� 6WDII � 5	'�0DQDJHPHQW�6\VWHPV 

x 0RUH�WKDQ�HLJKW�IXOO�WLPH�5	'�VWDII�XQGHU�5	'�PDQDJHU x )RUPDO�GRFXPHQWHG�SURFHGXUH�IRU�13' 
x 3DUWLFLSDWLRQ�LQ�5	'�WUDLQLQJ�SURJUDPPHV��VHFRQGPHQWV��YLVLWV� x 8VH�RI�VXFK�WRROV�DV�TXDOLW\�IXQFWLRQ�GHSOR\PHQW��4)'���6WDJH�*DWHV��6:27� 

LQWHUFKDQJHV�HWF��ZLWK�WUDLQLQJ�EXGJHW 67(3��HWF� 
x 4XDOLILFDWLRQV���GHJUHH�OHYHO��VRPH�0DVWHUV�DQG�3K'¶V x 5	'�4XDOLW\�V\VWHP�LQ��SODFH��L�H��,62����� 
x 8VH�RI�FURVV�IXQFWLRQDO�WHDPV x 6\VWHPV�LQVWDOOHG�DQG�EHLQJ�IROORZHG�IRU 

��3RUWIROLR�0DQDJHPHQW ��5HVRXUFH�0DQDJHPHQW 
��3URMHFW�0DQDJHPHQW ��%HQFKPDUNLQJ 

�� 
��,3�0DQDJHPHQW ��&RQFXUUHQW�(QJLQHHULQJ 
��)LQDQFLDO�$SSUDLVDO ���� 

x %HWZHHQ�WKUHH�DQG�HLJKW�IXOO�WLPH�5	'�VWDII�XQGHU�5	'�PDQDJHU x )RUPDO�GRFXPHQWHG�SURFHGXUH�IRU�13' 
x 2FFDVLRQDO�WUDLQLQJ�SURJUDPPHV�UHODWHG�WR�WKH�5	'�SURFHVV x (YLGHQFH�RI�V\VWHPV�LQVWDOOHG�DQG�RSHUDWLQJ�IRU 
x 4XDOLILFDWLRQV���VRPH�DW�GHJUHH�OHYHO ��3RUWIROLR�0DQDJHPHQW ��3URMHFW�0DQDJHPHQW 

��3URMHFW�VSHFLILFDWLRQV ��5HVRXUFH�0DQDJHPHQW 
�� ��5	'�&RVWLQJ�6\VWHP ���� 

x 0LQLPXP�WZR�IXOO�WLPH�5	'�VWDII�ZLWK�D�PDQDJ HPHQW�IXQFWLRQ x (IIHFWLYH�EXW�PD\EH�LQIRUPDO�SURMHFW�PDQDJHPHQW�SURFHVV�LQ�SODFH 
x 7UDLQLQJ�OHVV�WKDQ�RQFH�SHU�\HDU x :ULWWHQ�SURMHFW�VSHFLILFDWLRQV�ZLWK�UHI��WR�UHOHYDQW�VWDQGDUGV 
x 4XDOLILFDWLRQV���PL[�RI�H[SHULHQFH�DQG�TXDOLILFDWLRQV�EHORZ�GHJUHH�OHYHO x 6RPH�5	'�WRROV�LQ�XVH���L�H��:+,)��'0$�HWF� 

�� x ,QIRUPDO�UHYLHZ�SURFHVV�E\�PDQDJHPHQW ��� 

x 1R�IXOO�WLPH�EXW�VRPH�SDUW�WLPH�5	'�VWDII x 1R�IRUPDO�SURMHFW�SODQQLQJ�SURFHVV�LQ�SODFH 
x 1R�RQJRLQJ�WUDLQLQJ�DFWLYLW\ x %DVLF�VSHFLILFDWLRQV�IRU�SUR MHFWV 
x 5	'�DFWLYLW\�EDVHG�RQ�WHFKQLFDO�H[SHULHQFH � ��� 

x (PHUJLQJ�LQWHUHVW�LQ�5	' � x (PHUJLQJ�LQWHUHVW�LQ�5	' ��� 

� )LQDQFH � &RUSRUDWH�6WUDWHJ\ 
x 5	'�EXGJHW�DERYH����RI�VDOHV��DYHUDJH�RYHU�WKUHH�\HDUV� x /HDGHU�LQ�:RUOG�&ODVV�WHFKQLFDO�GHYHORSPHQW 
x 5HJXODU�SDUWLFLSDWLRQ�LQ�SXEOLFO\�IXQGHG�5	'�VFKHPHV���QDWLRQDO�DQG x 7HFKQLFDO�'LUHFWRU�DW�%RDUG�/HYHO 

LQWHUQDWLRQDO x $XWRQRPRXV�5	'�GLYLVLRQ�ZLWKLQ�FRUSRUDWH�VWUXFWXUH 
x )RUPDO�LQWHUDFWLRQ�EHWZHHQ�5	'�DQG�RWKHU�GLYLVLRQV�ZLWK�U HYLHZ�SURFHVV 
x 5	'�UHJDUGHG�DV�D�NH\�VRXUFH�RI�FRPSHWLWLYH�DGYDQWDJH�DQG�IHDWXUHV�DV�VXFK 

LQ�WKH�EXVLQHVV�SODQ 
� x 3URFHVV�IRU�HQVXULQJ�SDUWLFLSDWLRQ�LQ�WKH�LQQRYDWLRQ�SURFHVV �� 

x 5	'�EXGJHW�EHWZHHQ����DQG����RI�VDOHV��DYHUDJH�RYHU�WKUHH�\HDUV� x 5	'�SODQ�IHDWXULQJ�LQ�EXVLQHVV�SODQ 
x 3DUWLFLSDWLRQ�LQ�SXEOLFO\�IXQGHG�5	'�VFKHPHV���QDWLRQDO�DQG�SRVV LEO\ x $VSLULQJ�WR�:RUOG�&ODVV�WHFKQLFDO�GHYHORSPHQW 

LQWHUQDWLRQDO x 5	'�DV�VXE�GLYLVLRQ�RI�RWKHU�IXQFWLRQ 
�� x )RUPDO�LQWHUDFWLRQ�EHWZHHQ�5	'�DQG�RWKHU�IXQFWLRQV �� 

x 5	'�EXGJHW�EHORZ����RI�VDOHV��DYHUDJH�RYHU�WKUHH�\HDUV� x 5	'�SODQ��EXW�QRW�LQWHJUDWHG�LQWR�EXVLQHVV�SODQ���ERWWRP�XS�� 
x 3DUWLFLSDWLRQ�LQ�QDWLRQDO�IXQGHG�5	'�VFKHPHV���57,��$53 x 5	'�DV�VXE�GLYLVLRQ�RI�RWKHU�IXQFWLRQ 

� x 2FFDVLRQDO�LQWHUDFWLRQ�ZLWK�RWKHU�IXQFWLRQV � 

x 5	'�VSHQGLQJ�EXW�QR�IRUPDO�EXGJHW�DOORFDWLRQ x 5HDFWLYH�5	' 
x &RQVLGHULQJ�SDUWLFLSDWLRQ�LQ�5	'�VFKHPH x 5	'�SURMHFWV�XQGHUWDNHQ�RQ�DQ�LQWHUPLWWHQW�EDVLV��PRVWO\�SUR FHVV 
x )XQGLQJ�RQ�SURMHFW���E\�± SURMHFW�EDVLV x /RRVH�DVVRFLDWLRQ�RI�GXDO�UROH�SHRSOH�IRU�GXUDWLRQ�RI�SURMHFW 

� x /LWWOH�RU�QR�LQWHUDFWLRQV�ZLWK�RWKHU�IXQFWLRQV � 

x (PHUJLQJ�LQWHUHVW�LQ�5	' � x (PHUJLQJ�LQWHUHVW�LQ�5	' � 

� )DFLOLWLHV � ([WHUQDO�/LQNV 
x 'HGLFDWHG�5	'�IDFLOLW\ x 3URMHFW�OHDGHU�LQ�QDWLRQDO�RU�LQWHUQDWLRQDO�5	'�SURJUDPPHV 
x /DERUDWRU\ x &XVWRPHUV���VXSSOLHUV���XQLYHUVLWLHV�FROODERUDWLRQ 
x :HOO�HTXLSSHG�ZLWK�VWDWH�RI�WKH�DUW�HTXLSPHQW��L�H��&$'�&$0�&$(� x 7KLUG�OHYHO�OLQNDJHV 
x )XOO��'�PRGHOOLQJ�FDSDELOLW\ x 3DUWLFLSDWLRQ�LQ�QHWZRUNV 
x 6XSSOHPHQWHG�E\�XVH�RI�H[WHUQDO�IDFLOLWLHV��L�H��XQLYHUVLW\ �� x 0HPEHUVKLS�RI�LQWHUQDWLRQDO�FRPPLWWHHV �� 

x 5	'�IDFLOLW\ x 3DUWLFLSDWLRQ�LQ�LQWHUQDWLRQDO�5	'�SURJUDPPHV 
x 6XIILFLHQW�HTXLSPHQW�WR�FRQGXFW�5	'�ZRUN�ZLWKLQ�WKH�IDFLOLW\ x &XVWRPHU�DQG���RU�VXSSOLHU�FROODERUDWLRQ 
x 6XSSOHPHQWHG�E\�XVH�RI�H[WHUQDO�IDFLOLWLHV��L�H��XQLYHUVLW\ x 7KLUG�OHYHO�OLQNDJHV 

�� x 6RPH�PDQDJHPHQW�RI�OLQNDJH�SURFHVV � 

x 0L[�RI�GHGLFDWHG�DQG�VKDUHG�IDFLOLWLHV x /RZ�OHYHO�SDUWLFLSDWLRQ�LQ�)3��LQFOXGLQJ�&5$)7 
x 6RPH�GHGLFDWHG�HTXLSPHQW�DQG�VRPH�VKDUHG x 7KLUG�OHYHO�OLQNDJH�RFFDVLRQDOO\ 

� x &XVWRPHU���6XSSOLHU�&ROODERUDWLRQ � 

x 6KDULQJ�RI�IDFLOLWLHV�ZLWK�DQRWKHU�IXQFWLRQ x $Q\�IRUP�RI�H[WHUQDO�FRQWUDFWLQJ�UHODWLQJ�WR�5	'��QDWLRQDOO\�LQFOXGLQJ 
x $UUDQJHPHQWV�IRU�VKDULQJ�RI�HTXLSPHQW � (QWHUSULVH�,UHODQG�RU�RWKHU�WKLUG�VXSSOLHU � 

x (PHUJLQJ�LQWHUHVW�LQ�5	' � x (PHUJLQJ�LQWHUHVW�LQ�5	' � 

� ,QQRYDWLRQ�/HYHO &RPELQHG�6FRUH�	�6WDLUFDVH�3RVLWLRQ 
x &RQWLQXRXV�VXFFHVVIXO�LQQRYDWLRQ 
x &RQWLQXRXV�EUHDNWKURXJK�DQG�SODWIRUP�SURGXFW� SURFHVV��EDVHG�RQ 

RULJLQDO�UHVHDUFK� 
x 5HFRUG�RI�SDWHQWV���OLFHQFHV�JUDQWHG ���� 

7LFN�WKH�DSSURSULDWH�ER[�LQ�HDFK�RI�WKH�VHYHQ�FDWHJRULHV���$GG�XS�WKH 
FRUUHVSRQGLQJ�VFRUH�DV�LQGLFDWHG�LQ�WKH�ULJKW�KDQG�FRUQHU�RI�HDFK 
ER[����*LYH�FRPSDQ\�DQ�RYHUDOO�5	'�&DSDELOLW\�UDWLQJ�DV�VKRZQ 
EHORZ� 

6FRUH 5	'�5DWLQJ 
����� � 
����� � 
����� � 
����� � 
������ � 

,QVHUW�UDWLQJ�LQ�WKH�³5	'�&DSDELOLW\�5DWLQJ´�VHFWLRQ�RI�WKH�UHSRUW� 

x 5HFRUG�RI�VXFFHVVIXO�LQQRYDWLRQ 
x 6RPH�EUHDNWKURXJK�SURGXFWV���3URFHVVHV 
x 6RPH�SDWHQWV���OLFHQFHV�JUDQWHG ���� 

x 3URGXFW���SURFHVV�GLIIHUHQWLDWLRQ�WKURXJK�LQQRYDWLRQ 
x 6PDOO�QXPEHU�RI�SODWIRUPV�ZLWK�SURGXFW�IDPLOLHV ��� 

x 5HDFWLYH�GHYHORSPHQW 
x ,QFUHPHQWDO�SURGXFW�GHYHORSPHQW�LQ�UHVSRQVH�WR�FXVWRPHU�GHPDQG 

��� 

x 0LQRU�SURFHVV�GHYHORSPHQW ��� 
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(QGQRWHV�� 8VH�HQGQR HV�DV�D�JXLGH QH�IRU�FRPSOH LQJ�7HFKQ FDO�$VVHVVPHQW�5HSRUWV
H�HQGQR HV�ZKHQ�WKH�$VVHV PHQW�5HSR V�FRPS HWH
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3UR HFW�7\SH
3OD P�3URGXF $�SOD P�SURGXFW� V�RQH�ZK FK�ZL O�OLNH \�JHQH DWH�D 

IDP RI� QHZ�SURGXF
1HZ�3URGXF 6XEVWDQ DOO\�QHZ�SURGXF SURFHVV�EDVHG�RQ�R JLQD

UHVHD FK
RU�8SJUDGH 6LJQLI FDQ \�HQKDQFHG�H[LVWLQJ�SURGXF RFHVV
HQVLYH�5HGHVLJQ $�UHGHV JQ�RI�SURGXF RFHVV�IRU�FRPSOLDQFH�ZL K�VSHFL

�LQ ��QD RQDO�V DQGD GV��RU� Q�UHVSRQVH� R�FRPSHWLWR
5RX QH�8SJ DGH $Q�XSJ DGH�EDVHG�RQ�WHFKQRORJ\�FKDQJHV�ZL Q�WKH�VHF

5	'�&DSDE \�5D QJ
3RVLWLRQ�WKH�FRPSDQ\�RQ�WKH�5	'�6WD FDVH� Q�WH PV�RI�5	'�&DSDE \���8VH�WKH�DQD \V V�VKHH
DFKHG� R�WKH�UHSR W�WHPSOD R�DU YH�DW�D�VFR H�DV�VKRZQ�� 7KH�DQD \V V�VKRX G�EH�GRQH�LQ 

FRQ XQF RQ�ZL K�WKH�FRPSDQ\�DQG�LGHD \�GX QJ�WKH�FRPSDQ\�YLVLW�� V�LPSR DQW� R�QR H�WKDW�
WKH�DVVHVVR V�YLHZ�RI�WKH�FRPSDQ\�FDSDELOLW\� Q�5	'�WKDW� V�UHTX HG� Q�WKH�UHSR ��7KH�ILQDO�VFR
V�WLFNHG�RII� Q�WKH�UHSR 6SHF F�DUHDV�RI�ZHDNQHVV�LGHQ LILHG� Q�WKH�DQD \V V�VKRX G�EH�VLJQD OHG 
Q�WKH�IR P�RI� HFRPPHQGD RQV�ZL K�SD WLFX DU�HPSKDV V�RQ�WKH QQRYDWLRQ�DQG�5	' 
PDQDJHPHQW�V\V HPV�VXFK�DV

0DQDJHPHQW�RI�&KDQJH��&X H�	�&URVV�)XQF RQDO�7HDPZR
HDWLYLW\�	�3RU R�0DQDJHPHQ

6WDJH JD H�0DQDJHPHQW�RU�&RQFX HQW�(QJLQHH LQJ�0H KRGR RJ\ 
DFH�0DQDJHPHQW��/ QNDJHV�	�1H ZR NV� 

0DQDJHPHQW�RI�5LVN�DQG�8QFH
3URGXFW�&RVW�&RQ RO�0DQDJHPHQ
HOOHFWXDO�3URSH \�0DQDJHPHQ

3UR HFW�3 DQQ QJ� 
H�WKH�OHYHO�RI�SUR HFW�SODQQ QJ�DQG�H[S DLQ�\RXU� QJ�DV�IR RZV 

\�6W RQJ O�GH QHG�SURMHF HDU�P OHVWRQHV�DQG�VWDJLQJ��UHVRX FHV�ZH
GHI QHG�� FOHDU�FRVWLQJ

RQJ O�GH QHG�SURMHF VRPH�P OHVWRQHV VWD LQJ�DQG�FRV QJ 
HDVRQDEO\�FOHD

6D DFWR 5HDVRQDEOH�SURMHFW�GH WLRQ�� 6WDII�PD\�VKD H�WKH�5	'�UR H�ZLWK 
WKH U�QR PDO� 5HDVRQDEOH�DWWHPSW�DW�FRV QJ

:HDN 3UR HFW�QRW�ZHOO�GHI QHG &RVWLQJ�DQG�VWD QJ�XQF
3RR 3RR \�GH QHG� Q�WHUPV�RI�RE HFWLYHV PLOHVWRQHV�DQG�FRV

6WD QJ�XQVD DF RU\ 
7HFKQ FDO�5LVN

2XWOLQH�VWHSV�WDNH� R�DGG HVV� QWHOOHFWXDO�SURSH \�LVVXHV��SD HQW�UHVHD FK�IRU�SU RU�DU ��LQ QJHPHQW� 
QRYH \�HWF H�OHYHO�RI�ULVN�DQG�H[S \RXU�UD QJ�DV�IR RZV

0HG XP�5LVN�
5DG FDO�'HY *RRG�SURVSHF V�IRU�VXFFHVV H�J DG FDO�XSJ DGH� QYROYLQJ�QHZ 

XQFWLRQV 
0HG XP�5LVN *RRG�SURVSHF V�IRU�VXFFHVV H�J��XSJ DGH� QYR YLQJ�QHZ� XQFWLRQV 
+LJK�5LVN 'HYHORSPHQW�ZR Q�DUHDV�ZKH H�WKH�FRPSDQ\�KDV�

H[SHU HQFH RU�ZKH H�PD RU�DGYDQFHV�DUH�SURSRVHG
/RZ�5LVN 5LVNV�DUH�ORZ�� HDVRQDEOH�GHYHORSPHQ J��QHZ�IHD HV��WR 

H[LVWLQJ�S RGXF RFHVVHV
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7HFKQ FDO�,QQRYDW RQ� 
+RZ�GRHV�WKH�SURSRVHG�OHYHO�RI�WHFKQRORJ\�FRPSD H�ZL K�FX HQW�DF LYLW\�ZLWK Q�WKH�FRPSDQ\" 
:KDW�DUH�WKH�WHFKQLFDO�XQFH HV"� +DV�WKH�WHFKQRORJ\�EHHQ�GHYH RSHG�HOVHZKHUH" 

H�WKH�OHYHO�RI�LQQRYDWLRQ� Q�UH RQ� R�WKH� FXUUHQW�FRPSDQ\ SRVLWLRQ�DQG�H[S Q�\RXU� DWLQJ
6FR H�DV�IR RZV

\�+LJK +LJK \�LQYHQ LYH HQ DE
+LJK 6LJQLI FDQW�OHYHO�RI�LQYHQ LYHQHVV XQF LRQ�RU HQ HG�SRVV EO\ 

SD HQWDE
0HGLXP 0RGHVW� HYHO�RI�LQYHQWLYHQHVV��SRVV EO\� SD DE
/RZ 5RXWLQH� HGHV JQ��IHD H�R HQWDWHG ³0H� RR´��FRS\���&KHFN�IR

HQW� QJHPHQ

3UR HFW�&RVW�(VWLPDWHV
7KH�WHFKQLFDO�DVVHVVRU� V�H[SHFWHG� R�UHGH QH�WKH�SURMHFW�FRV V�ZKH H�DSS RS DWH�DQG�JLYH�WKH 
UHY VHG�HVW HV� Q�WKH�VSDFH�SURY GHG &RPPHQ V�RQ�WKH�FRV V�VKRX G�EH� QF XGHG� R�DI P�WKHLU 
DFFX DF\�RU�RWKH VH

H�� (OLJLE H�FRV V�IRU�5	'�SUR HF V�DUH�LGHQWLFDO�IRU�WKRVH�RXWOLQHG� Q�WKH�57,�*X GHOLQHV�IR
'HYHORSPHQW�$GY VR V�DQG�7HFKQLFDO�$VVHVVR V�� 3OHDVH�UH HU� R�WKHVH�JX QHV�RQ�WKH�,Q DQHW�± 
'RFXPHQW�1XPEH

&RPPHUF DO�([SORLWD LRQ

'RHV�WKH�FRPSDQ\�KDYH�FOHDU�SODQV�DV� R�KRZ�WKH�SURMHFW� V�JR QJ� R�EH 
FRPPH FLD VHG�� Q�WH PV�RI�SURGXF RQ� DFLOLWLHV QDQFH" 
&RPPHQW�RQ�WKH�FRPSDQ\ V�HVWLPDWHV�RI�WKH�FDS DO� LQYHV PHQW�UHTX HG� R�VHW�XS�WKH 
FRPPH FLDO�PDQX DF H�RI�WKH�SURGXFW�RU�SURFHVV

(QY URQPHQWDO�& HDUDQFH�&HUWL FDWH
I�WKH V�D�SRVVLELOLW\�WKDW�WKH�SURMHFW�FRX G�KDYH�D QHJDW YH�LPSDFW�RQ�WKH�HQY RQPHQ FDWH�LI 
WKH�FRPSDQ\�VKRX G�EH�UHTX HG� R�VXEPLW�DQ�(QYLURQPHQWDO�&OHD DQFH�&H LILFD H�ZL K�WKH U�FODLP
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$11(; *�±�6WDJHV�RI�'HYHORSPHQW�RI�D�6XEVGLD
�)URP�

DWHJLF�/HDGHUVKS�RI�0XO
RQDO�6XEV

HV´�E\�(GPRQG�0ROOR\�	�(GZD
'HODQ\

DJHV &KDUDF HU FV 
(67$%/ 6+ 1*�67$57 83 HFKQR RJ\� DQV

H[SD H�PDQDJH
VSRRQ HHG QJ
FRS\�H[DF

&$55< 1*�287 XS�DQG� XQQ QJ�DFFR QJ� R�S DQ
%$6 &�0$1'$7( SD HQW�TX H�S HDVHG
6$7 6)$&725 /<
3(5)250 1*�%$6 FK� JH HW�E\�VXEV \��$QG�DFK HYHG
0$1'$7(� YH DE \�VXSH RU� HU�V HV¶�RU�R KHU�EHQFKPD NV
683(5 25¶�:$<
(;7(1' 1*�%$6 QYR YHG� Q�DF YH�� RZ�NH\�SX VX V�RI� YHV
0$1'$7(�±�/2:�5 6. VHHN QJ�RSSR XQ HV� FR GR V�RI� QG HQFH
029(6� \S FD \�Z DN QJ�RQ�FR SR H�S HF
([ QJ�EXGJH RH� KH�ZD ¶�RI� GHYH RSPHQW�RU�VH FHV G�DF

(V DE VK QJ�6 XS 
&D QJ�RXW�%DV
0DQGD H�6D DF

3H QJ�%DV
0DQGD VXSH
ZD\ 

%HFRPQJ�6 HJ
&HQ RU�01& 

([ HQG QJ�%DV
0DQGD H�±�/RZ�5
0RYHV 

([ HQG QJ�%DV
0DQGD H�±�6 HJ
'HYHRSPHQ

%HFRPQJ�6 HJ
YRW� RU�01&� RU�.H\ 

$F HV 
%HFRPQJ�6 HJ
$SH[� RU�01& 

$GYDQFHG�0DQGD
UD HJ F�,QGHSHQGHQ

3URGXFW�6SHF
(QKDQFHG�0DQGD

'RPD Q�&RQVR GD QJ 'RPD Q�'HYH RS QJ 
'RPD Q�'H HQG QJ�DQG�0D QJ�&UHG

DJH�� DJH�� DJH�� DJH�� DJH�� DJH�� DJH�� DJH�� 

UD HJ F�,PSRU DQFH 
1R 7K HD \�D�S H�RI� QDNHV�DQG� DGGH

<RX�FDQ� O�EDFN�GRZQ�DV�ZH O�DV�PRYH�XS� KH�J RZ K�SD

%DV F�0DQGD
5D RQD VHG�2SHUD
0DUNH QJ�6D

XUH�5HS FD 

DJHV &KDUDF HU FV 
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'(9(/230(17 DQG�EXGJH
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KH�FR SR RQ
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927�)25�0 &��)25 HJ\ PDN QJ�XQ

.(<�$&7 (6 QH�EXV QHVV�Z K�V JQ FDQ
PX FRXQ QNDJHV�DQG�FRQ

%(&20 1*�675$7(& HF YH \�� KH�FR SR H�FHQ RU�D
$3(;�)25�0 DF HV
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%0: %RUGHU��0 DQGV�DQG�:HVWHUQ�UHJLRQ� �7KH�DUHD�RI�,UH DQG�WKDW�FXUUHQW
TXDO HV�DV�DQ�¶2E HFW YH��·�UHJLRQ�IRU�WKH�SXUSRVHV�RI�(8�6WUXFWXUD
)XQG QJ�VXSSRUW

&6(7 &HQ UHV�IRU�6F HQFH��(QJ QHHULQJ�DQG�7HFKQRORJ\� $�SURJUDPPH 
RSHUDWHG�E\�6F HQFH�)RXQGDW RQ�,UH DQG�WKDW�SURY GHV�JUDQW�VXSSRUW�IRU 
UHVHDUFK�SDUWQHUVK SV�EHWZHHQ�FROOHJHV�DQG�LQGXVWU\�
'HYHORSPHQW�$GYLVRU��(QWHUSULVH�,UH DQG

'(7( 'HSDUWPHQW�RI�(QWHUSULVH 7UDGH�DQG�(PS R\PHQW
(QWHUSULVH�,UH DQG� �5HVSRQVLE H�IRU�WKH�GHYH RSPHQW�RI�LQG JHQRXV 
LQGXVWU\� Q�,UH DQG
(XURSHDQ�8Q
)RUH JQ�'LUHFW� QYHVWPHQW

*'3 *URVV�'RPHVW F�3URGXF
*13 *URVV�1D RQDO�3URGXF
,&% QYHVWPHQW�&RPP HH�RI�WKH�%RDUG� D�VXEFRPP WWHH�RI�WKH�,'$�%RDUG

,QGXVWU DO�'HYHORSPHQW�$JHQF\� �5HVSRQVLE H�IRU�WKH�GHYH RSPHQW�RI 
JQ�RZQHG�LQGXVWU\� Q�,UH DQG

,)6& QWHUQDW RQDO�)LQDQFLDO�6HUY FHV�&HQWUH� 
,QWH HFWXDO�3URSHU

,35 ,QWH HFWXDO�3URSHU \�5LJKWV
,5'* ,QGXVWU\�5HVHDUFK�DQG�'HYHORSPHQW�*URXS

0DQDJHPHQW� QYHVWPHQW�&RPP HH��R '$�� 
3UR HFW�([HFXW YH��,'$�� 

5	' 5HVHDUFK�DQG�'HYHORSPHQW
57' 5HVHDUFK�DQG�7HFKQRORJLFDO�'HYHORSPHQW
57' 5HVHDUFK 7HFKQR RJ FDO�'HYHORSPHQW�DQG� QQRYDW RQ��� 7KH�FXUUHQW 

6WDWH�VXSSRUW�VFKHPH�IRU�,QGXVWU\�5	'�EDVHG�RQ�VSHF F�WHFKQ
SUR HFWV�� 
5HVHDUFK��7HFKQR RJ\�DQG� QQRYDW RQ� �7KH�SUHGHFHVVRU�WR�57'

6	( 6RXWK�DQG�(DVW�UHJLRQ� �7KH�DUHD�RI�,UH DQG�WKDW�FXUUHQW \�TXDO HV�DV 
DQ�¶2E HFW YH��� Q�7UDQVLWLRQ·�UHJLRQ�IRU�WKH�SXUSRVHV�RI�(8�6WUXFWXUD
)XQG QJ�VXSSRUW

6	7 HQFH�DQG�7HFKQRORJ\� 
6&3 6WUDWHJ F�&RPSHW YHQHVV�3URJUDPPH

HQFH�)RXQGDW RQ�,UH DQG
6,06 6WUDWHJ F�,Q YH�IRU�0XOWLQDWLRQDO�6XEVLGLDULHV

HQFH��7HFKQR RJ\�DQG� QQRYDW RQ� 
7HFKQLFDO�$VVHVVRU

���(YDOWHF��'XEOLQ ��0D\����� 



H

(YDOWHF������2IILQJWRQ�/DZQ���6XWWRQ���'XEOLQ������,UHODQG 

3+21(� �����²������²��������� 5HJLVWHUHG�LQ�,UHODQG�1R�������� 
(0$,/� HYDOWHF#RQOLQH�LH 9$7�1R���(,��������: 


	1 Summary
	2 Introduction
	3 Review Methodology
	4 Scheme Description
	4.1 What is the R&D Capability Grants Scheme?
	4.2 IDA’s implementation of the Scheme

	5 Analysis of Data on the Scheme
	5.1 Sources of Data on the Scheme
	5.2 Results of the Data Analysis

	6 Review of Documentation
	6.1 General Documentation on the Scheme
	6.2 The Proposal / Project Files

	7 Interview Findings
	7.1 Companies
	7.2 Project Executives
	7.3 Technical Assessors
	7.4 Other Key Informants

	8 Discussion of Results
	8.1 Rationale for the Scheme
	8.2 Objectives of the Scheme
	8.3 Nature of the R&D supported
	8.4 Deadweight
	8.5 Value for Money
	8.6 Market Penetration
	8.7 Implementation Methodology

	9 Conclusions
	10 Recommendations
	10.1 Co-ordination of the Scheme
	Findings:
	Recommendations:
	Proposed Functions and responsibilities of the Scheme Co-ordinator:
	Comments:

	10.2 Promotion of the Scheme
	Findings:
	Recommendations:

	10.3 Guidelines
	Findings:
	Recommendation:

	10.4 Company Application Form
	Findings:
	Recommendations:

	10.5 Communications with firms
	Findings:
	Recommendations:

	10.6 Inclusion of a specific project
	Findings:
	Recommendations:

	10.7 Commercial assessment
	Finding:
	Recommendation:

	10.8 Technical Assessment
	Findings:
	Recommendation:

	10.9 Overall Role of Technical Assessors
	Findings:
	Recommendations:
	Comment:

	10.10 Software Projects
	Findings:
	Comment:

	10.11 Government approval
	Finding:
	Comment:

	10.12 Intellectual property
	Findings:
	Recommendation:

	10.13 Commercialisation of the research results
	Findings:
	Comment:

	10.14 Allowability of equipment costs
	Findings:
	Recommendation:

	10.15 Retrospection
	Finding:
	Recommendations:
	Comment:

	10.16 Drawdown process
	Findings:
	Recommendations:

	10.17 Evaluation and Indicators
	Comments:
	Recommendations:
	Comments:
	Suggested Process Indicators
	Suggested Project-level Impact Indicators
	Suggested Scheme-level Impact Indicators



