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����7UDGH�SROLF\ �������������������������������������������������������������������������������������������������������������������� ��
����$LG�SROLF\ ������������������������������������������������������������������������������������������������������������������������ ��

� %GXMSR�EVIEW�[MXLMR�EMH������������������������������������������������������������������������������� ��
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����6XSSRUW�IRU�VPDOO�DQG�PHGLXP�VL]HG�FRPSDQLHV�LQ�SDUWLFXODU ��������������������������������������� ��
����6HFWRU�FR�RSHUDWLRQ�EHWZHHQ�WUDGH�RUJDQLVDWLRQV�LQ�LQGXVWULDOLVHG�DQG
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WR�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�������������������������������������������������������������������������������������� ��
����7KH�FR�RSHUDWLRQ�RI�DLG�ZLWK�LQWHUQDWLRQDO�DQG�QDWLRQDO�RUJDQLVDWLRQV ������������������������� ��
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ACP Africa, Caribbean and Pacific

&$3 &RPPRQ�$JULFXOWXUDO�3ROLF\��(8�

CTE Committee on Trade and Environment

DAC Development Assistance Committee

EU European Union

FSC Forestry Stewardship Council

GATT General Agreement on Tariffs and Trade

GATS General Agreement on Trade in Services

GSP General System of Preferences

IFOAM International Federation of Organic Agricultural Movement

ILO International Labour Organisation

IMF International Monetary Fund

ITO International Trade Organisation

IUCN World Conservation Union

MEA Multilateral Environmental Agreement

MFN Most Favoured Nation

MSC Marine Stewardship Council

LDC Least Developed Countries

OPEC Organisation of Petroleum Exporting Countries

OECD Organisation for Economic Co-operation and Development

PPM Process and Production Methods

SPS Sanitary and Phytosanitary Measures

TBT Technical Barriers to Trade

TNC Transnational Companies

TRIP Trade Related Aspects of Intellectual Property Rights

UNCTAD United Nations Conference on Trade and Development

UNDP United Nations Development Program

WTO World Trade Organisation

WWF World Wildlife Fund
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7YQQEV]

4EVX���r�&EGOKVSYRH�VITSVX
6LGD�KDV�EHHQ�FRPPLVVLRQHG�E\�WKH�6ZHGLVK�JRYHUQPHQW�WR�´SXW�IRUZDUG�SURSRVDOV�GXULQJ�WKH
FRXUVH�RI������IRU�ZD\V�LQ�ZKLFK�6ZHGHQ�DQG�WKH�(8�YLD�WUDGH�DQG�DLG�SROLFLHV��FDQ�VXSSRUW�GH�
YHORSLQJ�QDWLRQV�LQ�WKH�PDQXIDFWXUH�DQG�H[SRUW�RI�HQYLURQPHQWDOO\�IULHQGO\�SURGXFWV�WKDW�SURPRWH
HQYLURQPHQWDO�DQG�HFRQRPLF�GHYHORSPHQWµ�

7KH�LQYHVWLJDWLRQ�LV�PDGH�XS�RI�WZR�SDUWV��7KH�ILUVW�FRPSULVHV�D�EDFNJURXQG�UHSRUW�RQ�WKH�VLWXD�
WLRQ�IRU�WUDGH�DQG�WKH�HQYLURQPHQW�VHHQ�IURP�D�GHYHORSLQJ�QDWLRQ�SHUVSHFWLYH��,Q�WKH�VHFRQG�SDUW
RI�WKH�LQYHVWLJDWLRQ�FRQFUHWH�SURSRVDOV�DUH�SUHVHQWHG�VHWWLQJ�RXW�KRZ�6ZHGHQ�DQG�WKH�(8�FDQ�VXS�
SRUW�GHYHORSLQJ�QDWLRQV�LQ�WKH�WUDQVLWLRQ�WR�HQYLURQPHQWDOO\�VXVWDLQDEOH�SURGXFWLRQ�DQG�WKH�H[SRUW
RI�WKHVH�JRRGV�

7UDGH�DQG�WKH�HQYLURQPHQW�LV�D�FRPSOLFDWHG�DUHD��7KHUH�LV�QR�FRPSUHKHQVLYH�DQDO\VLV�DYDLODEOH
WRGD\�DQG�WKH�LQYHVWLJDWLRQ�WKHUHIRUH�SUHVHQWV�D�SUHFLV�RI�WKH�LQIRUPDWLRQ�DYDLODEOH�RQ�WKH�SURGXF�
WLRQ�DQG�GRPHVWLF�VDOHV�RI��DQG�H[SRUW�RSSRUWXQLWLHV�IRU�HQYLURQPHQWDOO\�IULHQGO\�SURGXFWV�LQ�GH�
YHORSLQJ�QDWLRQV��7KH�PDUNHW�VLWXDWLRQ�IRU�WKHVH�SURGXFWV�DQG�WKH�SROLWLFDO�EDUULHUV�WR�WUDGH�H[SRUWV
IURP�GHYHORSLQJ�QDWLRQV�LV�DOVR�FRQVLGHUHG�

)RZMVSRQIRXEP�TVSFPIQW
0DQ\�GHYHORSLQJ�QDWLRQV�KDYH�VHYHUH�HQYLURQPHQWDO�SUREOHPV�ZKLFK�DUH�UHODWHG�WR�WKH�H[SRUW�LQ�
GXVWU\��3URGXFWLRQ�RI�YLWDO�H[SRUW�FRPPRGLWLHV�VXFK�DV�FRIIHH��WHD�DQG�WH[WLOH�DQG�FORWKLQJ�SURGXFWV
FDXVHV�SROOXWLRQ��0DQ\�FRPSRQHQWV�DQG�DGGLWLYHV�ZKLFK�DUH�EDQQHG�LQ�LQGXVWULDO�QDWLRQV�DUH�VWLOO
XVHG�LQ�GHYHORSLQJ�QDWLRQV��:LWKLQ�WKH�ILHOG�RI�H[SRUW�FURS�SURGXFWLRQ��WKH�FKHPLFDO�LQWHQVLYH
PRQRFXOWXUH�GHVWUR\V�WKH�VRLO�DQG�WKH�ELRGLYHUVLW\��,QVHFWLFLGHV�DQG�VHZDJH�SDVV�LQWR�ZDWHUZD\V
DQG�FDQ�SROOXWH�WKH�VXEVRLO�ZDWHU�

$QRWKHU�RI�WKH�PDQ\�SUREOHPV�IDFHG�E\�GHYHORSLQJ�QDWLRQV�LV�WKDW�WKHLU�LQGXVWULHV�DUH�RIWHQ
ZDVWHIXO�RI�ZDWHU�UHVRXUFHV��ZKLFK�PHDQV�WKDW�WKH�VXUURXQGLQJ�SRSXODWLRQ�FDQ�VXIIHU�ZDWHU�VKRUW�
DJHV�

,W�LV�GLIILFXOW�IRU�GHYHORSLQJ�QDWLRQV�WR�PDNH�WKH�WUDQVLWLRQ�WR�HQYLURQPHQWDOO\�DFFHSWDEOH�PDQX�
IDFWXULQJ�PHWKRGV��7KH�UHDVRQV�IRU�WKLV�LQFOXGH�D�ODFN�RI�FDSLWDO��WHFKQRORJ\�DQG�NQRZ�KRZ�

0DUNHW�IRUFHV�WHQG�WR�SOD\�DQ�LQFUHDVLQJO\�LPSRUWDQW�UROH�LQ�IRUFLQJ�WKURXJK�HQYLURQPHQWDO�GH�
PDQGV��9LD�LQWHUQDWLRQDO�WUDGH�WKHVH�HQYLURQPHQWDO�GHPDQGV�DUH�VSUHDGLQJ�WR�GHYHORSLQJ�QDWLRQV�
LQ�WKH�ILUVW�LQVWDQFH��WKURXJK�GHPDQGV�SODFHG�RQ�WKHLU�H[SRUW�LQGXVWU\��&RPSDQLHV�WKDW�FDXVH�SRO�
OXWLRQ�DQG�KDYH�LQHIILFLHQW�SURGXFWLRQ�SURFHVVHV��XVH�KDUPIXO�DGGLWLYHV��DQG�H[SORLW�WKHLU�ODERXU
IRUFH��DUH�VXEMHFWHG�WR�LQFUHDVLQJO\�WRXJK�GHPDQGV�IURP�FRQVXPHUV��DQG�ULVN�EHLQJ�UHMHFWHG�LQ�WKH
ORQJ�WHUP��:KLFK�PHDQV�RIIHULQJ�HQYLURQPHQWDOO\�DFFHSWDEOH�SURGXFWV�ZLOO�LQFUHDVLQJO\�EHFRPH�D
FRPSHWLWLYH�DGYDQWDJH�

+PSFEP�IGSRSQ]
7KH�IUHHU�PRYHPHQW�RI�WUDGH�DQG�FDSLWDO�LQ�WKH�SDVW�GHFDGH��WRJHWKHU�ZLWK�DGYDQFHV�LQ�WHFKQRORJ\�
KDV�PHDQW�WKH�JOREDO�PDUNHW�KDV�H[SDQGHG�WR�LQFOXGH�D�JURZLQJ�QXPEHU�RI�GHYHORSLQJ�QDWLRQV�
7KLV�KDV�OHG�WR�D�KLJKHU�VWDQGDUG�RI�OLYLQJ�IRU�D�ODUJH�SURSRUWLRQ�RI�WKH�SRSXODWLRQ�LQ�PDQ\�RI�WKHVH
FRXQWULHV��2Q�WKH�RWKHU�KDQG��WKH�OHDVW�GHYHORSHG�FRXQWULHV��/'&��KDYH�QRW�JDLQHG�WKH�EHQHILWV
EURXJKW�E\�WKH�JOREDO�HFRQRP\��WR�DQ\WKLQJ�OLNH�WKH�VDPH�H[WHQW��7KHVH�FRXQWULHV�DFFRXQW�IRU�MXVW
�����RI�ZRUOG�WUDGH��D�����UHGXFWLRQ�VLQFH������
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6WDEOH�DQG�SUHGLFWDEOH�SOD\LQJ�UXOHV�IRU�WKH�HFRQRPLF�SOD\HUV�DUH�D�EDVLF�QHFHVVLW\�IRU�LQWHUQDWLRQDO
WUDGH��7KH�PXOWLODWHUDO�UHJXODWRU\�IUDPHZRUN�IRU�WUDGH�KDV�EHHQ�HVWDEOLVKHG�E\�WKH�:72��:RUOG
7UDGH�2UJDQLVDWLRQ���DQ�XPEUHOOD�RUJDQLVDWLRQ�IRU�WKH�YDULRXV�VHWV�RI�UXOHV�ZKLFK�WRJHWKHU�PDNH
XS�WKH�PXOWLODWHUDO�WUDGLQJ�V\VWHP��7KH�:72�VXSHUYLVHV�WKH�DSSOLFDWLRQ�RI�WKH�YDULRXV�WUDGLQJ
DJUHHPHQWV�DQG�DFWV�DV�D�IRUXP�IRU�PXOWLODWHUDO�WUDGH�QHJRWLDWLRQV��DQG�UHVROYLQJ�GLVSXWHV��0DQ\
GHYHORSLQJ�QDWLRQV��DQG�/'&�QDWLRQV�LQ�SDUWLFXODU��SOD\�D�PLQRU�UROH�LQ�JOREDO�WUDGH�DQG�DUH
WKHUHIRUH�GHSHQGHQW�RQ�EHLQJ�DEOH�WR�SXW�WKHLU�WUXVW�LQ�WKH�:72�

8VEHI�FEVVMIVW
,QWHUQDWLRQDO�WUDGH�LV�DIIHFWHG�E\�D�VHULHV�RI�PHDVXUHV�ZKLFK�FDQ�EH�GLYLGHG�LQWR�WDULII�DQG�QRQ�WDULII
WUDGLQJ�EDUULHUV��7DULIIV�KDYH�EHHQ�UHGXFHG�WKURXJK�:72�DJUHHPHQWV��ZKLOH�WKH�QRQ�WDULII�EDUUL�
HUV�KDYH�DVVXPHG�D�JUHDWHU�VLJQLILFDQFH�DQG�FKDQJHG�LQ�FKDUDFWHU�

$�ORQJ�VHULHV�RI�QHJRWLDWLRQV�ZLWKLQ�:72�*$77�KDV�KHOSHG�UHGXFH�WKH�WDULIIV�DQG�RWKHU�REVWDFOHV
WR�WUDGH�WKDW�FRQIURQW�H[SRUW�SURGXFWV�IURP�GHYHORSLQJ�QDWLRQV�WR�WKH�LQGXVWULDOLVHG�ZRUOG��'HVSLWH
WKLV��DQG�GHVSLWH�HVSHFLDOO\�IDYRXUDEOH�UXOHV�IRU�WKH�/'&�QDWLRQV��LQ�PDQ\�FDVHV��H[SRUWV�DUH�PDGH
GLIILFXOW�GXH�WR�WKH�IDFW�WKDW�WUDGH�LQ�WKH�H[SRUW�SURGXFWV�PRVW�LPSRUWDQW�WR�GHYHORSLQJ�QDWLRQV��KDV
RIWHQ�EHHQ�OLEHUDOLVHG�WKH�OHDVW�

:LWKLQ�WKH�OHJLVODWRU\�IUDPHZRUN�RI�DOO�FRXQWULHV��WKHUH�DUH�UXOHV�JRYHUQLQJ�WKH�DSSHDUDQFH�RI
JRRGV��LQ�UHVSHFW�RI�ERWK�KHDOWK�DQG�VDIHW\�DQG�WKH�HQYLURQPHQW��,Q�D�WUDGLQJ�FRQWH[W��VXFK�UHJXOD�
WLRQV��VWDQGDUGV�DQG�WHFKQLFDO�GLUHFWLRQV��DUH�FDOOHG�WHFKQLFDO�REVWDFOHV�WR�WUDGH��:LWKLQ�WKH�:72�
UHJXODWLRQV�KDYH�EHHQ�DJUHHG�WR�DYRLG�WKHVH�EHLQJ�H[SORLWHG�DV�REVWDFOHV�WR�H[FKDQJH�RI�WUDGH�
0DQ\�GHYHORSLQJ�QDWLRQV�KDYH�GLIILFXOWLHV�LQ�PHHWLQJ�WKH�WHFKQLFDO�SURGXFW�VSHFLILFDWLRQV�RI�LPSRUW
FRXQWULHV�

+74�r�TVIJIVIRGI�W]WXIQ�JSV�HIZIPSTMRK�REXMSRW
7KH�JHQHUDO�V\VWHP�RI�SUHIHUHQFH��*63��KDV�EHHQ�LQWURGXFHG�WR�IDYRXU�WKH�H[SRUWV�RI�DOO�GHYHORS�
LQJ�QDWLRQV�DQG�PHDQV�WKDW�WKH�OHDVW�GHYHORSHG�QDWLRQV�DUH�JUDQWHG�VSHFLILF�SUHIHUHQWLDO�WUHDWPHQW
�ORZHU�WDULIIV���,W�LV�SULPDULO\�WKH�PRVW�DGYDQFHG�GHYHORSLQJ�QDWLRQV�WKDW�KDYH�EHHQ�DEOH�WR�H[SORLW
WKLV�SUHIHUHQFH�V\VWHP�WR�D�VLJQLILFDQW�GHJUHH��7KH�SUHIHUHQFH�RSSRUWXQLWLHV�WR�GHYHORSLQJ�QDWLRQV
DUH�GHWHUPLQHG�LQGLYLGXDOO\�E\�HDFK�FRXQWU\�JUDQWLQJ�VXFK�SUHIHUHQFHV��ZKLFK�KDV�UHVXOWHG�LQ�WKH
GHYHORSPHQW�RI�D�ODUJH�QXPEHU�RI�GLIIHUHQW�V\VWHPV�FRYHULQJ�GLIIHUHQW�JRRGV�DQG�OHYHOV�RI�SUHIHU�
HQFH��2QH�UHTXLUHPHQW�IRU�JUDQWLQJ�SUHIHUHQWLDO�WUHDWPHQW�LV�WKDW�WKH�JRRG·V�FRXQWU\�RI�RULJLQ�FDQ
EH�LGHQWLILHG��:KLFK�KDV�DOO�KHOSHG�PDNH�WKH�*63�UXOHV�PRUH�LQWULFDWH�DQG�IXUWKHU�FRPSOLFDWHV�WKH
V\VWHP�RI�WUDGH�

7KH�*63�V\VWHPV�DUH�RIWHQ�VWUXFWXUHG�VXFK�WKDW�WKH�EHQHILWV�DUH�GLIILFXOW�WR�H[SORLW�LQ�SUDFWLFH��7KH
FRXQWU\�RI�RULJLQ�UXOHV�PDNH�WKH�PDQXIDFWXULQJ�LQGXVWU\·V�SURGXFWV�PRUH�GLIILFXOW�WR�H[SRUW�L�H��GXH
WR�WKH�GHPDQG�WR�ODEHO�WKH�RULJLQDO�VRXUFH�RI�WKH�JRRGV��7KH�YDULRXV�FRXQWULHV�RIIHULQJ�SUHIHUHQWLDO
WUHDWPHQW�KDYH�PRVWO\�HOHFWHG�QRW�WR�JUDQW�SUHIHUHQWLDO�VWDWXV�WR�JRRGV�WKH\�FRQVLGHU�WR�EH�VHQVLWLYH
WR�FRPSHWLWRUV��,Q�SUDFWLFH��WKLV�PHDQV�WKDW�WKH�*63�EHQHILWV�JUDQWHG�DUH�OHDVW�JHQHURXV�WR�WKRVH
SURGXFWV�WKDW�DUH�WKH�PRVW�LPSRUWDQW�IRU�GHYHORSLQJ�QDWLRQV�WR�H[SRUW��7KH�WH[WLOH�LQGXVWU\�LV�IDFHG
E\�LPSRUW�TXRWDV�DQG�DJULFXOWXUDO�SURGXFWV�DUH��IRU�WKH�PRVW�SDUW��H[FHSWHG�

7KH�(8�KDG�UXOHG�RQ�WKH�SRVVLELOLW\�RI�LQWURGXFLQJ�D�´JUHHQ�*63µ��ZKLFK�ZLOO�PHDQ�WKDW�SURGXFWV
GHYHORSHG�LQ�DFFRUGDQFH�ZLWK�LQWHUQDWLRQDOO\�DJUHHG�HQYLURQPHQWDO�FULWHULD�DUH�WR�UHFHLYH�HVSH�
FLDOO\�DGYDQWDJHRXV�WUHDWPHQW��1HJRWLDWLRQV�DUH�FXUUHQWO\�RQJRLQJ�ZLWKLQ�WKH�(8�RQ�WKH�IRUP�D
JUHHQ�*63�IRU�WURSLFDO�WLPEHU�VKRXOG�WDNH�
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)9�XVEHMRK�TSPMG]�ERH�XLI�HIZIPSTMRK�REXMSRW
6ZHGHQ�LV�WLHG�WR�WKH�FRPPRQ�(8�WUDGLQJ�SROLF\�WRGD\��7KH�(8�UXOHV�IRU�WUDGH�ZLWK�GHYHORSLQJ
QDWLRQV�DUH�FRPSOLFDWHG�DQG�GLIIHU�IRU�GLIIHUHQW�JURXSV�RI�QDWLRQV��)RU�/'&�FRXQWULHV�WDULII�IUHH
WUDGH�DSSOLHV��ZLWK�FHUWDLQ�H[FHSWLRQV��7KHUH�DUH��KRZHYHU��FHUWDLQ�QRQ�WDULII�UHODWHG�WUDGH�EDUULHUV�
LQ�WKH�IRUP�RI�´VHFXULW\�FODXVHVµ��$V�D�ZKROH��WKH�(8�WUDGLQJ�UXOHV�IRU�GHYHORSLQJ�QDWLRQV�DUH�FRQ�
VLGHUDEO\�PRUH�UHVWULFWLYH�WKDQ�6ZHGHQ·V�WUDGLQJ�UXOHV�SUH�(8�HQWU\��$V�VXFK��6ZHGHQ�KDV�DQ�LP�
SRUWDQW�UROH�WR�SOD\�LQ�VHHNLQJ�WR�LQIOXHQFH�WKH�(8�WR�UHOD[�LWV�UXOHV�IRU�LPSRUWV�IURP�GHYHORSLQJ
QDWLRQV�

,Q�FHUWDLQ�FDVHV��WKH�(8�SROLF\�LV�GLUHFWO\�FRQWUDGLFWRU\�LQ�WKH�VHQVH�WKDW�WKH�WUDGH�DQG�DLG�SROLFLHV
DUH�LQFRPSDWLEOH�ZLWK�HDFK�RWKHU��7KH�DLG�SROLF\�DLP�RI�VWLPXODWLQJ�VXVWDLQDEOH�GHYHORSPHQW�DQG
LQFUHDVHG�H[SRUWV�FDQ�EH�REVWUXFWHG�E\�UHVWULFWLYH�HOHPHQWV�ZLWKLQ�(8�WUDGH�RU�DJULFXOWXUDO�SROL�
FLHV�

)RU�H[DPSOH��WKH�H[SRUW�RI�HFRORJLFDO�SURGXFWV�LV�VXEMHFW�WR�VSHFLDO�FRQWURO�UHTXLUHPHQWV�LQ�DFFRU�
GDQFH�ZLWK�D�VSHFLDO�(8�UHJXODWLRQ��QR������������LQ�DGGLWLRQ�WR�WKH�VDPH�WUDGLQJ�SROLF\�REVWDFOHV
DV�RWKHU�SURGXFWLRQ��7KHVH�FRQWURO�UHTXLUHPHQWV�DUH�VKDSHG�LQ�VXFK�D�ZD\�WKDW�WKH\�DUH�LPSRVVLEOH
IRU�GHYHORSLQJ�QDWLRQV�WR�PHHW�LQ�SUDFWLFH�

)RZMVSRQIRXEP�HIQERHW�ERH�XVEHMRK�EKVIIQIRXW
,W�LV�LQFRPSDWLEOH�ZLWK�:72�UXOHV�WR�UHVWULFW�LPSRUWV�E\�UHIHUULQJ�WR�WKH�HQYLURQPHQWDO�HIIHFWV�RI
SURGXFWLRQ��:LWKLQ�WKH�:72��GLVFXVVLRQV�DUH�FXUUHQWO\�RQJRLQJ�RQ�KRZ�WUDGH�DQG�HQYLURQPHQW
SROLFLHV�FDQ�EH�´PXWXDOO\�VXSSRUWLYHµ��,Q�SDUWLFXODU��WKH�GLVFXVVLRQV�KDYH�FRPH�WR�UHYROYH�DURXQG
WKH�UHODWLRQVKLS�EHWZHHQ�WUDGLQJ�PHDVXUHV�LQ�LQWHUQDWLRQDO�HQYLURQPHQW�FRQYHQWLRQV�DQG�WKH
:72�UHJXODWRU\�IUDPHZRUN�

0DQ\�GHYHORSLQJ�QDWLRQV�SHUFHLYH�WKH�HQYLURQPHQWDO�UXOHV�RI�WKH�LQGXVWULDOLVHG�QDWLRQV�DV�´JUHHQ
SURWHFWLRQLVPµ��WUDGLQJ�REVWDFOHV�GHVLJQHG�WR�IXUWKHU�H[FOXGH�GHYHORSLQJ�QDWLRQV�IURP�LQGXVWULDO
QDWLRQ�PDUNHWV��7KH\�DUJXH�WKDW�WKH�LQGXVWULDOLVHG�QDWLRQV�SODFH�XQUHDVRQDEOH�GHPDQGV�RQ�SURG�
XFWV�DQG�HYHQ�WU\�WR�LQIOXHQFH�PHWKRGV�RI�SURGXFWLRQ��WKDW�VXFK�HQYLURQPHQWDO�GHPDQGV�DUH�D
WKURZEDFN�WR�FRORQLDO�WLPHV�DQG�D�WDFWLF�DLPHG�DW�SUHYHQWLQJ�WKH�GHYHORSLQJ�QDWLRQV�IURP�FRP�
SHWLQJ�DQG�GHYHORSLQJ��7KLV�KDV�KHOSHG�PDNH�PDQ\�GHYHORSLQJ�QDWLRQV�KLJKO\�VFHSWLFDO�WRZDUGV
GLVFXVVLRQV�RQ�WUDGH�DQG�WKH�HQYLURQPHQW�ZLWKLQ�WKH�:72�

8LI�IGS�PEFIPPMRK�NYRKPI
(FR�ODEHOOLQJ�DLPV�WR�JLYH�FRQVXPHUV�WKH�RSSRUWXQLW\�WR�EDVH�WKHLU�SXUFKDVHV�RQ�LQIRUPDWLRQ�DERXW
D�SURGXFW·V�HQYLURQPHQWDO�LPSDFW��DQG�WR�SHUVXDGH�WKH�SURGXFHUV�WR�GHYHORS�SURGXFWV�WKDW�DUH�OHVV
GDPDJLQJ�WR�WKH�HQYLURQPHQW��,Q�WKLV�ZD\��FRQVXPSWLRQ�DQG�SURGXFWLRQ�ZLOO�EH�VWHHUHG�WRZDUGV
JRRGV�WKDW�KDYH�OHVV�QHJDWLYH�LPSDFW�RQ�WKH�HQYLURQPHQW��,Q�RUGHU�WR�PDNH�WKHVH�ODEHOV�PRUH
FUHGLEOH��WKH�LQIRUPDWLRQ�RQ�WKH�HQYLURQPHQWDO�DWWULEXWHV�RI�WKH�SURGXFWV�PXVW�EH�TXDOLW\�DVVXUHG�

$�YHU\�WLQ\�SURSRUWLRQ�RI�WKH�JRRGV�ODEHOOHG�DV�HQYLURQPHQW�IULHQGO\�FRPH�IURP�GHYHORSLQJ�QD�
WLRQV��7KH�H[FHSWLRQ�LV�HFRORJLFDOO\�JURZQ�FURSV�VXFK�DV�FRIIHH�DQG�WHD��DQG�SURGXFWV�IURP�VXVWDLQ�
DEOH�IRUHVWV�

,W�LV�GLIILFXOW�IRU�GHYHORSLQJ�QDWLRQV�WR�PDUNHW�WKHLU�HQYLURQPHQW�IULHQGO\�SURGXFWV��0DUNHWLQJ
FKDQQHOV�KDYH�QRW�EHHQ�GHYHORSHG�DQG�WKHUH�LV�D�ODFN�RI�XQLIRUPLW\�DPRQJVW�ODEHOOLQJ�VWDQGDUGV�
SURFHGXUHV�DQG�UHTXLUHPHQWV�DPRQJVW�GLIIHUHQW�LQGXVWULDOLVHG�QDWLRQV��7KH�YDULRXV�(XURSHDQ�V\V�
WHPV�KDYH�RQH�FRPPRQ�GHQRPLQDWRU��LW�LV�H[WUHPHO\�GLIILFXOW�IRU�D�GHYHORSLQJ�QDWLRQ�FRPSDQ\�WR
JDLQ�FHUWLILFDWLRQ�DFFRUGLQJ�WR�DQ\�RI�WKHP�
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+VS[MRK�QEVOIX
7KH�H[SRUW�PDUNHW�IRU�HQYLURQPHQW�IULHQGO\�JRRGV�IURP�GHYHORSLQJ�QDWLRQV�LV�JURZLQJ��0DUNHWLQJ
JRRGV�PDQXIDFWXUHG�LQ�DQ�HFRORJLFDOO\�DQG�VRFLDOO\�VXVWDLQDEOH�ZD\�WKHUHIRUH�RIIHUV�GHYHORSLQJ
QDWLRQV�DQ�RSSRUWXQLW\�WR�EHFRPH�PRUH�FRPSHWLWLYH�

7KHUH�DUH�PDQ\�SRWHQWLDO�´QHZµ�PDUNHW�RSSRUWXQLWLHV��6\QWKHWLF�PDWHULDOV�FDQ�EH�UHSODFHG�E\
QDWXUDO�RQHV��-XWH�DQG�VLVDO�FDQ�EH�XVHG�LQVWHDG�RI�DUWLILFLDO�ILEUHV��DQG�FRORXU�JURZQ�FRWWRQ�FDQ
UHSODFH�FKHPLFDO�LQWHQVLYH�DUWLILFLDOO\�G\HG�FRWWRQ��2QH�RI�VHYHUDO�SRVLWLYH�H[DPSOHV�LV�&HQWXU\
7H[WLOHV�RI�%RPED\��WKH�ODUJHVW�WH[WLOH�FRPSDQ\�LQ�,QGLD��:KHQ�WKHLU�SURGXFWV�JDLQHG�gNR�7H[
FHUWLILFDWLRQ��WKH\�ZHUH�DEOH�WR�UDLVH�WKHLU�SULFHV�E\��²���SHU�FHQW��DQG�WKH�PDUNHW�JUHZ�E\����SHU
FHQW�

8LI�QEVOIX�EW�IRZMVSRQIRXEP�JSVGI
7KH�LQFUHDVLQJO\�LPSRUWDQW�UROH�HFR�ODEHOOLQJ�SOD\V�LQ�WKH�LQGXVWULDOLVHG�QDWLRQV�VKRZV�WKDW�FRQ�
VXPHU�SRZHU�FDQ�LQIOXHQFH�WKH�PRYH�WRZDUGV�PRUH�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�

*OREDOLVDWLRQ�KDV�JLYHQ�FRQVXPHUV�JUHDWHU�VFRSH�WR�JDLQ�D�NQRZOHGJH�DQG�XQGHUVWDQGLQJ�RI�FRQGL�
WLRQV�LQ�WKH�SURGXFHU�FRXQWULHV��&RQVXPHU�DZDUHQHVV�RI�HQYLURQPHQWDO�LVVXHV�RIWHQ�UHPDLQV�ORZ�LQ
WKH�GHYHORSLQJ�QDWLRQV�

7KLV�ODFN�RI�HQYLURQPHQWDOO\�DZDUH�FRQVXPHUV��SOXV�D�VKRUWDJH�RI�EX\LQJ�SRZHU��PHDQV�WKDW�WKH
KRPH�PDUNHW�IRU�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�LQ�WKH�GHYHORSLQJ�QDWLRQV�LV�VPDOO��&RPSDQLHV
ZKRVH�SURGXFWLRQ�LV�JHDUHG�WR�WKH�GRPHVWLF�PDUNHW�WKHUHIRUH�KDYH�RQO\�D�OLPLWHG�LQWHUHVW�LQ�PDNLQJ
WKHLU�SURGXFWLRQ�PHWKRGV�DQG�SURGXFWV�HQYLURQPHQW�IULHQGO\��7KH�H[SRUW�RULHQWHG�FRPSDQLHV�DUH
RIWHQ�WUDQVQDWLRQDO�ZKRVH�SURGXFWLRQ�LV�QRW�VROG�RQ�WKH�GRPHVWLF�PDUNHW��7KH�WUDQVLWLRQ�WR�HQYL�
URQPHQW�IULHQGO\�SURGXFWLRQ�LV�WKHUHIRUH�RIWHQ�FRQVLGHUHG�WR�EH�D�SXUHO\�H[SRUW�UHTXLUHPHQW�
ZKLFK�KHOSV�ZLGHQ�WKH�JXOI�EHWZHHQ�1RUWK�DQG�6RXWK�LQ�WUDGLQJ�RUJDQLVDWLRQ�GLVFXVVLRQV��*RY�
HUQPHQW�UHSUHVHQWDWLYHV�LQ�WKH�6RXWK�IUHTXHQWO\�IDLO�WR�JUDVS�WKDW�HQYLURQPHQWDO�GHPDQGV�DUH�DF�
WXDOO\�YROXQWDU\�PDUNHW�GHPDQGV�UDWKHU�WKDQ�FRYHUW�REVWDFOHV�WR�WUDGH�

4YFPMG�WTIRHMRK
3XEOLF�VSHQGLQJ��L�H��SXUFKDVHV�PDGH�E\�JRYHUQPHQW��ORFDO�DXWKRULWLHV�DQG�VLPLODU�SXEOLF�ERGLHV�
LV�YHU\�H[WHQVLYH��,Q�6ZHGHQ��WHQGHUV�WR�VXSSO\�SXEOLF�DXWKRULWLHV�DUH�VXEMHFW�WR�ULJRURXV�HQYLURQ�
PHQWDO�GHPDQGV��,I�VXFK�WHQGHUV�ZLWKLQ�WKH�(8�ZHUH�VXEMHFW�WR�VLPLODU�HQYLURQPHQWDO�GHPDQGV�
WKLV�FRXOG�RIIHU�D�PDMRU�EUHDNWKURXJK��7KHUH�LV�D�ULVN�WKDW�H[SRUWHUV�DQG�VXE�VXSSOLHUV�IURP�GHYHO�
RSLQJ�QDWLRQV�ZRXOG�ILQG�LW�GLIILFXOW�WR�FRPSHWH��%XW�LI�WKH�UXOHV�DQG�FULWHULD�ZHUH�IRUPXODWHG�VXFK
WKDW�WKH\�GLG�QRW�SRVH�XQQHFHVVDU\�SUREOHPV�IRU�H[SRUWHUV�IURP�GHYHORSLQJ�QDWLRQV��SXEOLF�WHQGHUV
FRXOG�LQ�WLPH��DVVLVW�LQ�WKH�WUDQVLWLRQ�WR�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�LQ�WKH�GHYHORSLQJ�QDWLRQV
WRR��DV�WKH�PDUNHW�ZRXOG�EH�ERWK�ODUJHU�DQG�PRUH�VWDEOH�

8LI�MQTSVXERGI�SJ�IRZMVSRQIRX�JVMIRHP]�TVSHYGXMSR
7KH�HIIRUWV�RI�FRPSDQLHV�LQ�WKH�LQGXVWULDOLVHG�ZRUOG�WR�GHYHORS�DQ�HQYLURQPHQW�IULHQGO\�SURILOH
KDYH�EHHQ�D�PDMRU�IDFWRU�LQ�LQIOXHQFLQJ�H[SRUWHUV�DQG�PDQXIDFWXUHUV�LQ�GHYHORSLQJ�QDWLRQV��6ZHG�
LVK�FRPSDQLHV�VXFK�DV�+HQQHV�	�0DXULW]��.DSS$KO��,.($�DQG�2%6�SODFH�ERWK�HQYLURQPHQWDO
DQG�VRFLDO�GHPDQGV�RQ�WKHLU�VXSSOLHUV�DV�D�FRQGLWLRQ�RI�GRLQJ�EXVLQHVV��7KHVH�GHPDQGV�DUH�QRW�DV
ULJRURXV�DV�IRU�HFR�ODEHOOLQJ��EXW�LW�LV�WKHVH�GHPDQGV�ZKLFK�SRVH�WKH�JUHDWHVW�FKDOOHQJH�IRU�GHYHO�
RSLQJ�QDWLRQ�H[SRUWHUV�DV�WKH\�UHSUHVHQW�WKH�PDMRU�YROXPH�RI�H[SRUW�JRRGV��7KRVH�FRPSDQLHV�XQ�
DEOH�WR�PHHW�WKHVH�GHPDQGV�DUH�H[SHFWHG�WR�IDFH�JUHDW�GLIILFXOWLHV�LQ�FRPSHWLQJ�ZLWK�PRUH�HQYL�
URQPHQW�IULHQGO\�H[SRUWHUV�
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4EVX���r�4VSTSWEPW�JSV�EGXMSR

8VEHI�ERH�EMH�TSPMGMIW
:LWKLQ�WKH�SROLWLFDO�DUHQD�IRU�WUDGH�FRQFHUQLQJ�WKH�HQYLURQPHQW�DQG�GHYHORSLQJ�QDWLRQV��6ZHGHQ·V
PDLQ�JRDO�VKRXOG�EH�WKDW�

• WUDGH��DLG�DQG�HQYLURQPHQW�SROLFLHV�VKRXOG�EH�PXWXDOO\�VXSSRUWLYH�LQ�VHHNLQJ�WR�LQWHJUDWH�WKH
GHYHORSLQJ�QDWLRQV�LQWR�WKH�JOREDO�HFRQRP\�DQG�SURPRWH�VXVWDLQDEOH�GHYHORSPHQW�

• :LWKLQ�WKH�(8��6ZHGHQ�VKRXOG�FDPSDLJQ�IRU�WKH�DEROLWLRQ�RI�WDULIIV�DQG�UHPRYDO�RI�LPSRUW
TXRWDV�IRU�DOO�SURGXFWV�IURP�/'&�FRXQWULHV�

7R�IDFLOLWDWH�WKH�H[SRUW�WR�6ZHGHQ�DQG�WKH�(8�RI�HQYLURQPHQW�IULHQGO\�SURGXFWV�IURP�GHYHORSLQJ
QDWLRQV��WKH�UHSRUW�SURSRVHV�D�QXPEHU�RI�PHDVXUHV��LQFOXGLQJ�WKH�IROORZLQJ�

• 7R�HQFRXUDJH�WKH�WUDQVLWLRQ�WR�HFRORJLFDO�SURGXFWLRQ��6ZHGHQ�VKRXOG�FDPSDLJQ�IRU�DQ�LQYHVWL�
JDWLRQ�LQWR�WKH�SRWHQWLDO�IRU��VWUXFWXUHV�IRU��DQG�FRQVHTXHQFHV�RI�LQWURGXFLQJ�D�JUHHQ�*63�IRU
DJULFXOWXUDO�SURGXFWV�

• 7R�LQFUHDVH�WKH�RSSRUWXQLWLHV�IRU�GHYHORSLQJ�QDWLRQV�WR�H[SRUW�HFRORJLFDO�SURGXFWV�WR�WKH�(8�
WKH�(8�VKRXOG�DFFHSW�WKH�,)2$0�FULWHULD�IRU�HFRORJLFDO�SURGXFWV�

• 7UDGH�DQG�HQYLURQPHQW�LVVXHV�VKRXOG�EH�JLYHQ�JUHDWHU�SURPLQHQFH�LQ�6ZHGLVK�DLG�ZLWK�UHVSHFW
WR�WKH�VLJQLILFDQFH�RI�WKH�OLQN�EHWZHHQ�WUDGH�DQG�HQYLURQPHQWDO�LVVXHV�IRU�GHYHORSPHQW��QRW
OHDVW�LQ�WKH�OHDVW�GHYHORSHG�FRXQWULHV�

• $LG�VKRXOG�VXSSRUW�WKH�SURGXFWLRQ�DQG�H[SRUW�RI�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�LQ�WKH�GH�
YHORSLQJ�QDWLRQV�

4VSTSWEPW�JSV�EVIEW�SJ�EGXMSR�[MXLMR�EMH

• 6XSSRUW�IRU�WKH�GHYHORSPHQW�RI�LQVWLWXWLRQV

• 6XSSRUW�IRU�HQYLURQPHQW�DQG�FRQVXPHU�RUJDQLVDWLRQV

• 6XSSRUW�IRU�FRPSDQLHV��SULQFLSDOO\�VPDOO�DQG�PHGLXP�VL]H�HQWHUSULVHV��WR�PDNH�WKHLU�SURGXF�
WLRQ�HQYLURQPHQW�IULHQGO\�

• 6XSSRUW�IRU�VHFWRU�FR�RSHUDWLRQ�EHWZHHQ�LQGXVWULDO�QDWLRQ�DQG�GHYHORSLQJ�QDWLRQ�RUJDQLVD�
WLRQV�

• ([SRUW�SURPRWLQJ�LQLWLDWLYHV

• 6XSSRUW�IRU�WKH�GHYHORSPHQW�RI�DQ�LQIUDVWUXFWXUH�IRU�WKH�FHUWLILFDWLRQ�RI��DQG�WUDQVLWLRQ�WR��HQ�
YLURQPHQWDO�IULHQGO\�SURGXFWLRQ�

• &R�RSHUDWLRQ�EHWZHHQ�LQWHUQDWLRQDO�DQG�QDWLRQDO�RUJDQLVDWLRQV�

• Research support

%VIEW�[LIVI�JYVXLIV�MRZIWXMKEXMSR�MW�TVSTSWIH

• 7KH�SURGXFWLRQ�DQG�H[SRUW�VLWXDWLRQ�LQ�/'&�FRXQWULHV

• 7KH�HIIHFWV�RQ�WKH�FRQGLWLRQV�IRU�H[SRUWV�IURP�GHYHORSLQJ�QDWLRQV�DQG�WKH�SRVVLELOLWLHV�RI
DFKLHYLQJ�WKH�VXVWDLQDEOH�GHYHORSPHQW�RI�75,3V��7UDGH�UHODWHG�DVSHFWV�RI�LQWHOOHFWXDO�SURSHUW\
ULJKWV��DQG�*$76��JHQHUDO�DJUHHPHQW�RQ�WUDGH�LQ�VHUYLFHV��





86%()��)2:-6321)28�%2(�():)0341)28�'3�34)6%8-32 �

 

 

 

 4EVX��

 

 

 

 &EGOKVSYRH�WXYH]�JSV�XLI�MRZIWXMKEXMSR�MRXS
8VEHI��IRZMVSRQIRX

ERH�HIZIPSTQIRX�GS�STIVEXMSR



86%()��)2:-6321)28�%2(�():)0341)28�'3�34)6%8-32�

��&EGOKVSYRH

,Q�D�UHJXODWRU\�OHWWHU�IURP�WKH�6ZHGLVK�JRYHUQPHQW��6LGD�ZDV�FRPPLVVLRQHG�WR�

´GXULQJ�WKH�FRXUVH�RI������SURGXFH�SURSRVDOV�IRU�KRZ�6ZHGHQ�DQG�WKH�(8��YLD�ERWK�WUDGH�DQG�DLG
SROLFLHV��FDQ�VXSSRUW�GHYHORSLQJ�QDWLRQV�LQ�WKH�PDQXIDFWXUH�DQG�H[SRUW�RI�HQYLURQPHQW�IULHQGO\�SURGXFWV
ZKLFK�SURPRWH�HQYLURQPHQWDO�DQG�HFRQRPLF�GHYHORSPHQWµ�

����8LI�MRZIWXMKEXMSR
W�EMQ�ERH�HMVIGXMSR
3DUW���RI�WKH�LQYHVWLJDWLRQ�ZLOO�SUHVHQW�D�EDFNJURXQG�GHVFULSWLRQ�FRPSULVHG�RI�WKH�LQIRUPDWLRQ
DYDLODEOH�RQ�WKH�VLWXDWLRQ�IRU�SURGXFWLRQ��GRPHVWLF�VDOHV�DQG�H[SRUW�RSSRUWXQLWLHV�IRU�HQYLURQPHQW
IULHQGO\�SURGXFWV�LQ�WKH�GHYHORSLQJ�QDWLRQV��7KH�PDUNHW�VLWXDWLRQ�IRU�HQYLURQPHQW�IULHQGO\�SURG�
XFWV�LQ�6ZHGHQ�DQG�RWKHU�(8�PDUNHWV�ZLOO�EH�LOOXPLQDWHG��7KH�WUDGLQJ�SROLF\�VLWXDWLRQ�IRU�H[SRUWV
IURP�GHYHORSLQJ�QDWLRQV�ZLOO�DOVR�EH�LOOXPLQDWHG�

%DVHG�RQ�WKLV�EDFNJURXQG�GHVFULSWLRQ��SDUW���RI�WKH�LQYHVWLJDWLRQ�ZLOO�UHFRPPHQG�ZD\V�LQ�ZKLFK
6ZHGHQ�DQG�WKH�(8�FDQ�VXSSRUW�WKH�WUDQVLWLRQ�WR�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�DQG�SURPRWH
WKH�H[SRUW�RI�HQYLURQPHQW�IULHQGO\�SURGXFWV��7KH�LQYHVWLJDWLRQ�ZLOO�DOVR�VXJJHVW�KRZ�WKH�LQWHUHVWV
RI�WKH�GHYHORSLQJ�QDWLRQV�FDQ�EH�SURPRWHG�ZLWKLQ�WKH�DUHD�RI�WUDGH�DQG�WKH�HQYLURQPHQW�WKURXJK
DLG�LQLWLDWLYHV�

����8LI�MRZIWXMKEXMSR
W�MQTPIQIRXEXMSR
7KH�LQYHVWLJDWLRQ�KDV�EHHQ�FRPPLVVLRQHG�E\�,1(&���$F���7KH�SURMHFW�GLUHFWRU�LV�(OLVDEHWK
/|IYDQGHU��,1(&�+,.�

7KH�IROORZLQJ�ZHUH�FR�RSWHG�RQWR�WKH�LQYHVWLJDWLRQ�

• D�SURMHFW�JURXS�FRPSULVHG�RI�(OLVDEHWK�/|IYDQGHU�DQG�$QQ�-HQQHUYLN��,1(&���,QJH�*HUUHPR
�1DWXU��DQG�-DQ�5XGHQJUHQ��FRQVXOWDQW��630��

• D�VWHHULQJ�JURXS�IURP�6LGD�FRPSULVHG�RI�$VWULG�'XIERUJ��$JQHWD�'DQLHOVVRQ�,1(&��0DWV�6HJ�
QHVWDP��$QGHUV�+||N�1$785��/DUV�-RKDQVVRQ�3ROLF\��$QGHUV�*UDQOXQG��6$5(&�

• D�UHIHUHQFH�JURXS�FRPSULVHG�RI�UHSUHVHQWDWLYHV�IURP�WKH�6ZHGLVK�)RUHLJQ�2IILFH��WKH�(QYL�
URQPHQW�'HSDUWPHQW��,QGXVWU\�'HSDUWPHQW��+RPH�2IILFH��WKH�6ZHGLVK�%RDUG�RI�&RPPHUFH�
WKH�1DWXUH�&RQVHUYDQF\�%RDUG��6ZHGDF��WKH�$VVRFLDWLRQ�RI�:KROHVDOHUV�6ZHGLVK�7UDGH��WKH
$VVRFLDWLRQ�RI�,QGXVWU\��WKH�7H[WLOH�,PSRUWHUV��WKH�$VVRFLDWLRQ�IRU�IDLU�ODEHOOLQJ�
.5$9�*UROLQNN��6,6�DQG�)RUXP�6RXWK�

6LQFH�WKH�LQYHVWLJDWLRQ�ZDV�FRQVLGHUHG�E\�WKH�ERDUG�DQG�IRUZDUGHG�WR�WKH�6ZHGLVK�JRYHUQPHQW�LQ
'HFHPEHU�������D�QHZ�YHUVLRQ�KDV�EHHQ�SURGXFHG�ZLWK�D�QXPEHU�RI�FRUUHFWLRQV��EDVHG�RQ�WKH
YLHZSRLQWV�RI�WKH�)RUHLJQ�2IILFH��(QYLURQPHQW�'HSDUWPHQW��+RPH�2IILFH��0LQLVWU\�RI�$JULFXOWXUH�
WKH�6ZHGLVK�%RDUG�RI�&RPPHUFH�DQG�WKH�$VVRFLDWLRQ�IRU�WKH�&RQVHUYDWLRQ�RI�1DWXUH�

����-RXVSHYGXMSR
7KH�QDWLRQV�RI�WKH�ZRUOG�DUH�EHFRPLQJ�LQFUHDVLQJO\�GHSHQGHQW�XSRQ�HDFK�RWKHU��*OREDOLVDWLRQ�KDV
DFFHOHUDWHG�LQ�UHFHQW�GHFDGHV��7KLV�LV�PDQLIHVWHG�LQ�LQFUHDVHG�WUDGH��JOREDO�FRPSDQLHV�DQG�ODUJH
PRYHPHQWV�RI�FDSLWDO�XQUHVWULFWHG�E\�QDWLRQDO�ERUGHUV��1HZ�FRPPXQLFDWLRQV�WHFKQRORJ\�DQG�WKH
GHUHJXODWLRQ�RI�ZRUOG�WUDGH�KDYH�KDG�D�PDMRU�VLJQLILFDQFH�LQ�WKLV�SURFHVV��*OREDOLVDWLRQ�KDV
EURXJKW�DERXW�VXEVWDQWLDO�FKDQJHV�LQ�WKH�HFRQRPLHV�DQG�SROLWLFDO�V\VWHPV�RI�HYHU\�QDWLRQ��,W�LV�QR
ORQJHU�VR�HDV\�IRU�LQGLYLGXDO�FRXQWULHV�WR�SXUVXH�DQ�LQGHSHQGHQW�HFRQRPLF�SROLF\��ZKLFK�PHDQV
OLPLWHG�SROLWLFDO�DQG�HFRQRPLF�GLYHUVLW\��:KDW�KDSSHQV�LQ�WKH�ZRUOG�HFRQRP\�UDSLGO\�DIIHFWV
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HFRQRPLHV�DW�D�QDWLRQDO�OHYHO��(QYLURQPHQWDO�LVVXHV�KDYH�EHHQ�VLPLODUO\�JOREDOLVHG�DV�HQYLURQ�
PHQWDO�HIIHFWV�GR�QRW�UHFRJQLVH�QDWLRQDO�ERUGHUV�

7KH�LQFUHDVLQJ�HQYLURQPHQWDO�DZDUHQHVV�LQ�WKH�ZHVWHUQ�QDWLRQV�KDV�OHG�WR�WRXJKHU�HQYLURQPHQWDO
GHPDQGV�RQ�SURGXFWV�DQG�SURGXFWLRQ��'HPDQGV�DUH�PDGH�E\�DXWKRULWLHV��HQYLURQPHQW�RUJDQLVD�
WLRQV��LPSRUWHUV��SURGXFHUV�DQG�FRQVXPHUV��7KH�JURZLQJ�LQIOXHQFH�RI�FRQVXPHUV�KDV�DOVR�LQFUHDVHG
WKH�HQYLURQPHQWDO�GHPDQGV�RQ�SURGXFHUV��3URMHFWLQJ�DQ�HQYLURQPHQW�IULHQGO\�DQG�HWKLFDO�SURILOH
LV�EHFRPLQJ�DQ�LQFUHDVLQJO\�SRZHUIXO�VDOHV�DUJXPHQW�IRU�D�FRPSDQ\·V�SURGXFWV��&HUWDLQ�FRPSDQLHV
DOVR�FODLP�WKDW�FRQVXPHU�GHPDQGV�DQG�D�FRPSDQ\·V�QHHG�WR�KDYH�D�JRRG�LPDJH��D�VWURQJ�EUDQG�
DUH�MXVW�DV�LPSRUWDQW��LI�QRW�PRUH�VR��WKDQ�JRYHUQPHQW�OHJLVODWLRQ�WR�IRUFH�WKURXJK�GHPDQGV�WR�LP�
SURYH�WKH�HQYLURQPHQW�

,Q�PDQ\�GHYHORSLQJ�QDWLRQV��WKH�JHQHUDO�OHYHO�RI�HQYLURQPHQWDO�DZDUHQHVV�LV�ORZ��7KH�SHRSOH�ZKR
PDQXIDFWXUH�WKH�SURGXFWV��L�H��IDFWRU\�DQG�IDUP�ZRUNHUV��DUH�WKH�RQHV�PRVW�H[SRVHG�WR�WKH�HIIHFWV
RI�HQYLURQPHQWDOO\�KDUPIXO�SURGXFWLRQ�PHWKRGV��7KH\�DUH�RIWHQ�LJQRUDQW�RI�WKH�KHDOWK�ULVNV�RI
XVLQJ�FKHPLFDOV�IRU�LQVWDQFH��DQG�RIWHQ�KDYH�OLWWOH�RSSRUWXQLW\�WKHPVHOYHV�WR�LQIOXHQFH�WKHLU�ZRUN�
LQJ�HQYLURQPHQW�DQG�LPPHGLDWH�VXUURXQGLQJV��7KH�SRRU�LQ�GHYHORSLQJ�QDWLRQV�DUH�DOVR�KDUG�KLW
E\�HQYLURQPHQWDO�SROOXWLRQ�LQ�WKHLU�QHLJKERXUKRRG�

$�WUDQVLWLRQ�WR�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�LQ�GHYHORSLQJ�QDWLRQV�ZRXOG�WKHUHIRUH�EH�DQ�H[WUHPHO\�LP�
SRUWDQW�IDFWRU�LQ�LPSURYLQJ�ERWK�WKH�ZRUNLQJ�DQG�OLYLQJ�HQYLURQPHQWV��DQG�ZLWK�LW�WKH�JHQHUDO�KHDOWK
RI�WKH�ORFDO�SRSXODWLRQ�

3URGXFWV�WKDW�DUH�QRW�HQYLURQPHQW�IULHQGO\�DUH�H[SHFWHG�WR�H[SHULHQFH�GLIILFXOWLHV�LQ�ILQGLQJ�D
UHDG\�PDUNHW�LQ�WKH�LQGXVWULDOLVHG�ZRUOG�LQ�WKH�IXWXUH��)RU�GHYHORSLQJ�QDWLRQ�SURGXFHUV�DQG�H[�
SRUWHUV��QHZ�HQYLURQPHQW�GHPDQGV�FDQ�EH�SHUFHLYHG�DV�WUDGLQJ�REVWDFOHV�WKDW�DUH�KDUG�WR�PHHW�
$ORQJ�ZLWK�WUDGLQJ�SROLF\�PHDVXUHV�VXFK�DV�WDULIIV��TXRWDV��IDUPLQJ�VXEVLGLHV�HWF���HQYLURQPHQWDO
GHPDQGV�DUH�SHUFHLYHG�E\�PDQ\�GHYHORSLQJ�QDWLRQV�DV�D�KDQGLFDS�ZKLFK�KDPSHUV�WKHLU�FKDQFHV
RI�JDLQLQJ�JUHDWHU�PDUNHW�DFFHVV�

������'SRXIRXW�ERH�PMQMXEXMSRW
7KH�DLP�RI�WKLV�UHSRUW�LV�WR�SURYLGH�D�VXPPDU\�DFFRXQW�RI�WKH�PDUNHW�DFFHVV�VLWXDWLRQ�IRU�GHYHO�
RSLQJ�QDWLRQV�ZLWK�WKH�IRFXV�RQ�WKH�H[SRUW�SRWHQWLDO�IRU�HQYLURQPHQW�IULHQGO\�SURGXFWV��SOXV
6ZHGLVK�DQG�(8�SROLF\�DQG�DFWLRQV�ZLWKLQ�WKLV�DUHD��7KH�LQYHVWLJDWLRQ�IRFXVHV�RQ�HQYLURQPHQW
IULHQGO\�SURGXFWLRQ��EXW�LQ�RUGHU�WR�GHVFULEH�WKH�WUDGLQJ�VLWXDWLRQ�IRU�VXFK�SURGXFWV��D�JHQHUDO�GH�
VFULSWLRQ�RI�WKH�WUDGLQJ�UXOHV�IRU�DOO�SURGXFWLRQ�LV�DOVR�SURYLGHG�DV�WKHVH�UXOHV�DOVR�DSSO\�WR�HQYL�
URQPHQW�IULHQGO\�SURGXFWV��7KH�UHSRUW�LV�DOVR�LQWHQGHG�WR�SURYH�D�TXLFN�VXPPDU\�RI�WKH�QXPHURXV
FRQFHSWV��WHQGHQFLHV��UXOHV��DJUHHPHQWV�HWF��ZKLFK�DIIHFW�WKH�DUHD�RI�WUDGH�DQG�WKH�HQYLURQPHQW�
7KLV�DUHD�LV�H[WUHPHO\�FRPSUHKHQVLYH�DQG�PDQ\�SDUWV�RI�WKLV�VWXG\�GHVHUYH�WKHLU�RZQ�VSHFLDO�LQ�
YHVWLJDWLRQ���7KH�EDFNJURXQG�GHVFULSWLRQ�IRUPV�WKH�EDVLV�IRU�SURSRVDOV�IRU�KRZ�6ZHGHQ·V�SROLF\
DQG�VWUDWHJ\�VKRXOG�GHYHORS��DQG�WKH�SURJUDP�RI�DFWLRQ�IRU�DLG�ZLWKLQ�WKH�ILHOG�RI�WUDGH�DQG�WKH
HQYLURQPHQW�

:H�ZLVK�WR�PDNH�FOHDU�KHUH�WKDW�WKH�IROORZLQJ�DUHDV�ZLOO�QRW�EH�FRQVLGHUHG�E\�WKLV�LQYHVWLJDWLRQ�

• WKH�FRQFHSW�RI�VXVWDLQDEOH�GHYHORSPHQW�

• SRYHUW\�DQG�WKH�HQYLURQPHQW�

• WKH�EDODQFH�EHWZHHQ�RUJDQLF�IDUPLQJ�DQG�WKH�QHHG�WR�VLJQLILFDQWO\�LQFUHDVH�WKH�ZRUOG·V
IRRG�SURGXFWLRQ

• WKH�FRPSOH[�LVVXH�RI�JHQH�WHFKQRORJ\��ZKLFK�EULQJV�ZLWK�LW�QHZ�SURGXFWV�DQG�QHZ�WHFKQRORJ\�

�����������������������������������������������������
��7KH�UHSRUW�SXWV�IRUZDUG�SURSRVDOV�IRU�LQYHVWLJDWLRQV�ZKLFK�LQ�WKH�RSLQLRQ�RI�WKH�LQYHVWLJDWLRQ�WHDP�VKRXOG�EH�XQGHU�
WDNHQ�ZLWKLQ�WKH�DUHD�RI�WUDGH�DQG�WKH�HQYLURQPHQW
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• WUDGH�UHODWHG�DVSHFWV�RI�LQWHOOHFWXDO�SURSHUW\�ULJKWV��SDWHQWV��FRS\ULJKWV��WUDGH�PDUNV��HWF���

• WRXULVP�DQG�WUDGH�UHODWHG�VHUYLFHV�
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���8VEHMRK�TSPMG]�VIPEXIH�VIPEXMSRWLMTW

����;LEX�MW�XVEHI
7UDGH�²�WKH�H[FKDQJH�RI�JRRGV�DQG�VHUYLFHV�²�RFFXUV�DW�VHYHUDO�GLIIHUHQW�OHYHOV�LQ�VRFLHW\��EHWZHHQ
LQGLYLGXDOV��JURXSV��UHJLRQV�DQG�FRXQWULHV��7UDGH�FDQ�RFFXU�DW�VHYHUDO�VWDJHV�LQ�WKH�OLIH�F\FOH�RI�D
SURGXFW��RQ�SURGXFWLRQ�DQG�FRQVXPSWLRQ��DQG�ZKHQ�WKH�SURGXFW�LV�GLVFDUGHG�RU�UHF\FOHG�

7KHUH�DUH�VHYHUDO�WKHRULHV�ZKLFK�H[SODLQ�WKH�ULVH�RI�LQWHUQDWLRQDO�WUDGH��7KH�FODVVLFDO�WKHRU\�LV
EDVHG�RQ�FRPSDUDWLYH�EHQHILWV��ZKLFK�DUJXHV�WKDW�FHUWDLQ�FRXQWULHV�KDYH�D�UHODWLYH�DGYDQWDJH
�ORZHU�FRVWV��LQ�SURGXFLQJ�D�FHUWDLQ�SURGXFW�GHSHQGHQW�RQ�PDQXIDFWXULQJ�IDFWRUV�LQ�WKH�VSHFLILF
FRXQWU\��&RXQWULHV�ZLWK�UHODWLYHO\�FKHDS�ODERXU�WHQG�WR�SURGXFH�ODERXU�LQWHQVLYH�JRRGV��DQG
FRXQWULHV�ZLWK�UHODWLYHO\�FKHDS�FDSLWDO�WHQG�WR�SURGXFW�FDSLWDO�LQWHQVLYH�JRRGV��,Q�RUGHU�WR�PHHW�WKH
GHPDQG�LQ�HDFK�FRXQWU\�IRU�ERWK�W\SHV�RI�JRRGV��WUDGH�DULVHV�EHWZHHQ�WKHVH�FRXQWULHV��,Q�UHVSRQVH
WR�ULVLQJ�GHPDQG��WKH�SURGXFHUV�LQFUHDVH�WKH�VXSSO\�RI�WKH�SURGXFW�ZKLFK�LV�FKHDSHVW�IRU�WKHP�WR
SURGXFH��WKH�PDUNHW�H[SDQGV�DQG�SULFHV�IDOO��7UDGH�WKHUHIRUH�RIIHUV�VRFLR�HFRQRPLF�HIILFLHQF\
JDLQV�

$Q�HYHU�LQFUHDVLQJ�VKDUH�RI�ZRUOG�WUDGH�WDNHV�SODFH�EHWZHHQ�FRXQWULHV�ZKLFK�KDYH�UHODWLYHO\�VLPLODU
DFFHVV�WR�SURGXFWLRQ�IDFWRUV�DQG�D�VLPLODU�VXSSO\�RI�JRRGV�DQG�VHUYLFHV��7UDGH�WKHRULHV�ZKLFK�H[�
SODLQ�WKLV�SDWWHUQ�RI�WUDGH�DUH�EDVHG�RQ�WKH�SUHPLVH�WKDW�FRQVXPHU�SUHIHUHQFHV�YDU\�DQG�WKHUHIRUH
WKHUH�LV�D�GHPDQG�IRU�GLIIHUHQWLDWHG�JRRGV��ZKLFK�OHDGV�WR�D�GLYHUVLILFDWLRQ�RI�SURGXFWLRQ��7KH
KLJKHU�WKH�LQFRPH�OHYHO�LQ�D�FRXQWU\�DQG�WKH�PRUH�VLPLODU�LQFRPH�OHYHOV�FRXQWULHV�KDYH��WKH�ODUJHU
WKH�VKDUH�RI�WKH�WRWDO�H[FKDQJH�RI�WUDGH�WKDW�RFFXUV�EHWZHHQ�FRPSDQLHV�LQ�WKH�VDPH�VHFWRU�DQG
ZLWKLQ�FRPSDQLHV�

%\�UHGXFLQJ�GXWLHV��DQG�QRQ�WDULII�UHODWHG�WUDGLQJ�EDUULHUV��WKH�VRFLR�HFRQRPLF�HIILFLHQF\�JDLQV�RI
WUDGH�FDQ�EH�LQFUHDVHG��6ZHGHQ�KDV�IRU�PDQ\�\HDUV�SURPRWHG�PRYHV�WR�OLEHUDOLVH�WUDGH��DV�ZH��DV�D
VPDOO�FRXQWU\��DUH�GHSHQGHQW�RQ�IRUHLJQ�WUDGH�IRU�FRQWLQXHG�HFRQRPLF�JURZWK�DQG�GHYHORSPHQW�
$JDLQVW�WKH�EDFNJURXQG�RI�WKHVH�H[SHULHQFHV��6ZHGHQ�LV�QRZ�ZRUNLQJ�WR�HQFRXUDJH�DOO�GHYHORSLQJ
QDWLRQV�WR�EHFRPH�PHPEHUV�RI�WKH�:RUOG�7UDGH�2UJDQLVDWLRQ�:72��2SLQLRQV�RQ�ZKLFK�WUDGH
SROLF\�EHVW�SURPRWHV�WKH�LQWHUHVWV�RI�D�GHYHORSLQJ�QDWLRQ�KDYH�YDULHG�FRQVLGHUDEO\�RYHU�WLPH��0DQ\
FRXQWULHV�XVHG�WR�RSHUDWH�D�VR�FDOOHG�LPSRUW�VXEVWLWXWH�SROLF\��7KH\�VRXJKW�WR�EXLOG�XS�D�GRPHVWLF
LQGXVWU\�E\�HPSOR\LQJ�PHDVXUHV�VXFK�DV�KLJK�LPSRUW�WDULIIV��0RUH�UHFHQWO\��D�JURZLQJ�QXPEHU�RI
FRXQWULHV�KDYH�SXUVXHG�D�SULQFLSDO�SROLF\�RI�LQFUHDVLQJ�H[SRUWV�LQVWHDG��7UDGH�LQ�JHQHUDO�LV�RIWHQ
OLEHUDOLVHG�LQ�FRQQHFWLRQ�ZLWK�WKLV��6ZHGHQ�LV�RQH�RI�WKH�FRXQWULHV�ZKLFK�DUH�HQFRXUDJLQJ�WKLV�

)LJXUH������7KH�UROH�RI�WUDGH�LQ�WKH�OLIH�F\FOH�RI�D�SURGXFW

 6E[�QEXIVMEP

 

 8VEHI �  �4VSHYGXMSR

 

 8VEHI  'SRWYQTXMSR

 

 8VEHI  ���;EWXI

8VERWTSVX 8VERWTSVX 8VERWTSVX

7SYVGI��739��������

$OO�IRUHLJQ�WUDGH�LV�VXUURXQGHG�E\�UHJXODWRU\�IUDPHZRUNV�FRQFHUQLQJ�ZKLFK�JRRGV�PD\�EH�WUDGHG
DQG�DJUHHPHQWV�RQ�UHJXODWLRQV�JRYHUQLQJ�LPSRUWV�DQG�H[SRUWV��:KHQ�ZH�WDON�RI�IUHH�WUDGH��LQ�JHQ�
HUDO�ZH�PHDQ�WUDGH�LQ�JRRGV�DFURVV�QDWLRQDO�ERUGHUV�ZKLFK�DUH�IUHH�RI�GXWLHV�DQG�TXDQWLWDWLYH�UH�
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VWULFWLRQV��7KH�SDVW�GHFDGH�KDV�VHHQ�D�PDMRU�OLEHUDOLVDWLRQ�RI�ZRUOG�WUDGH��'HVSLWH�WKLV��WUDGH�WRGD\
UHPDLQV�KLJKO\�UHJXODWHG�DQG�WRWDOO\�IUHH�WUDGH�H[LVWV�YLUWXDOO\�QRZKHUH�

����8IRHIRGMIW�[MXL�XLI�EVIE�SJ�XVEHI

������+PSFEPMWEXMSR
)RU�WKH�ILUVW�WLPH�LQ�ZRUOG�KLVWRU\�WKH�(DUWK·V�SRSXODWLRQ�LV�OLQNHG�WRJHWKHU�LQ�D�JOREDO�QHWZRUN�
WKDQNV�WR�OLEHUDOLVHG�WUDGH�DQG�WKH�GHUHJXODWLRQ�RI�FDSLWDO��SOXV�EHWWHU�FRPPXQLFDWLRQV�ZKLFK�PDNH
SHRSOH��JRRGV�DQG�VHUYLFHV�PRUH�PRELOH��7UDQVQDWLRQDO�FRPSDQLHV�FRQVWLWXWH�DQ�LPSRUWDQW�SDUW�RI
WKLV�JOREDOLVDWLRQ��7RGD\�WKH\�DUH�HVWLPDWHG�WR�QXPEHU�RYHU���������DQG�WKH\�DFFRXQW�IRU�WZR
WKLUGV�RI�ZRUOG�WUDGH��RI�ZKLFK�D�ODUJH�SDUW�WDNHV�SODFH�ZLWKLQ�WKH�FRPSDQLHV��7KH�ODUJHVW�FRPSD�
QLHV�KDYH�D�VWRFN�PDUNHW�YDOXH�JUHDWHU�WKDQ�WKH�YDOXH�RI�WKH�WRWDO�*13�LQ�PDQ\�GHYHORSLQJ�QD�
WLRQV��7KHVH�FRPSDQLHV�WKHUHIRUH�KDYH�D�YHU\�VLJQLILFDQW�LQIOXHQFH��HYHQ�SROLWLFDOO\��LQ�WKH�FRXQWULHV
LQ�ZKLFK�WKH\�RSHUDWH�

7KH�FORVH�LQWHUZHDYLQJ�RI�QDWLRQDO�HFRQRPLHV�PHDQV�LW�LV�PRUH�GLIILFXOW�IRU�LQGLYLGXDO�FRXQWULHV�WR
SXUVXH�DQ�HFRQRPLF�SROLF\�UDGLFDOO\�GLIIHUHQW�IURP�WKH�ZRUOG�RXWVLGH��*OREDOLVDWLRQ�LV�WKHUHIRUH�D
SRZHUIXO�GULYLQJ�IRUFH�IRU�D�PRUH�XQLIRUP�HFRQRPLF�SROLF\��*OREDOLVDWLRQ�DOVR�EULQJV�ZLWK�LW�LQ�
FUHDVHG�XQDQLPLW\�RQ�FULWHULD�FRQFHUQLQJ�H�J��HQYLURQPHQW�LVVXHV�DQG�GHPRFUDF\��7RJHWKHU�DOO�WKLV
LV�H[SHFWHG�WR�UHVXOW�LQ�LQFUHDVHG�JURZWK�LQ�WKH�ZRUOG�HFRQRP\��ZKLFK�IDYRXUV�WKH�GHYHORSLQJ�QD�
WLRQV�DV�D�JURXS�

*OREDOLVDWLRQ�VKRZV�ERWK�WKH�RSSRUWXQLWLHV�DQG�WKH�ULVNV�IRU�HFRQRPLF�GHYHORSPHQW�LQ�GLIIHUHQW
GHYHORSLQJ�QDWLRQV��7KHUH�LV�D�ULVN�WKDW�WKH�YHU\�SRRUHVW�RI�WKH�GHYHORSLQJ�QDWLRQV�ZLOO�QRW�EH�DEOH
WR�H[SORLW�WKH�EHQHILWV�RI�D�JOREDO�HFRQRP\��DQG�VR�IDOO�HYHQ�IXUWKHU�EHKLQG��(FRQRPLF�JURZWK�LQ
WKH�GHYHORSLQJ�QDWLRQV�WKDW�KDYH�DOUHDG\�GHYHORSHG�TXLFNO\�ZLOO�SUREDEO\�DFFHOHUDWH��,Q�VR�GRLQJ�
WKH�JXOI�ZLWKLQ�WKH�JURXS�RI�GHYHORSLQJ�QDWLRQV�FDQ�LQFUHDVH��$�VLPLODU�GLIIHUHQWLDWLRQ�EHWZHHQ�WKH
ULFK�DQG�SRRU�FDQ�DOVR�DULVH�ZLWKLQ�WKHVH�FRXQWULHV��,W�LV�WKHUHIRUH�DQ�LPSRUWDQW�WDVN�IRU�DLG�DJHQ�
FLHV�WR�VXSSRUW�WKH�OHDVW�GHYHORSHG�QDWLRQV�LQ�SUHSDULQJ�WR�H[SORLW�WKH�RSSRUWXQLWLHV�WKDW�JOREDOLVD�
WLRQ�EULQJV��DQG�VR�UHGXFH�WKH�LQFRPH�JDS�EHWZHHQ�PRUH�DQG�OHVV�GHYHORSHG�GHYHORSLQJ�QDWLRQV�
6XSSRUWLQJ�WKH�GHYHORSPHQW�RI�D�ZHOIDUH�SROLF\��ZLOO�LQFUHDVH�WKH�OLNHOLKRRG�RI�WKH�RSSRUWXQLWLHV�IRU
HFRQRPLF�JURZWK�WKDW�JOREDOLVDWLRQ�FDQ�EULQJ��EHQHILWLQJ�WKH�HQWLUH�SRSXODWLRQ�

7KH�IUHH�PRYHPHQW�RI�FDSLWDO�DQG�WKH�LQFUHDVLQJ�FDSLWDO�DFFXPXODWLQJ�LQ�ODUJH�SHQVLRQ�IXQGV�KDV
OHG�WR�JUHDWHU�GHPDQG�IRU�LQYHVWPHQW�YHKLFOHV��7KHUH�LV�PDMRU�FRPSHWLWLRQ�EHWZHHQ�GHYHORSLQJ
QDWLRQV�WR�DWWUDFW�WKHVH�SULYDWH�LQYHVWPHQWV��)XQG�PDQDJHUV�DUH�ORRNLQJ�IRU�ERWK�D�KLJK�UHWXUQ�DQG
LQYHVWPHQW�VHFXULW\��DQG�DV�WKH�PRVW�GHYHORSHG�GHYHORSLQJ�QDWLRQV�RIIHU�WKH�OHDVW�ULVN��WKHVH�KDYH�D
FRPSHWLWLYH�DGYDQWDJH�FRPSDUHG�ZLWK�WKH�OHDVW�GHYHORSHG�FRXQWULHV��7KH�/'&�FRXQWULHV�DUH�RIWHQ
GLVWLQJXLVKHG�E\�IDFWRUV�WKDW�DUH�RII�SXWWLQJ�IRU�LQYHVWPHQW��LQDGHTXDWH�PDUNHW�UHIRUPV��VPDOO�PDU�
NHWV��D�SRRUO\�GHYHORSHG�LQIUDVWUXFWXUH�DQG�DQ�DEVHQFH�RI�FUHGLEOH�ILQDQFLDO�OHJLVODWLRQ��7KH�FRP�
SHWLWLRQ�IRU�LQYHVWPHQW�IXQGV�KDV�HQFRXUDJHG�GHYHORSLQJ�QDWLRQV�WR�RIIHU�FRPSDQLHV�YDULRXV�EHQH�
ILWV��VXFK�DV�WD[�EUHDNV��RU�ZHDN�ODERXU�DQG�HQYLURQPHQW�OHJLVODWLRQ��7KLV�HURGHV�WKH�SRVLWLYH�ULSSOH
HIIHFWV�RI�VXFK�LQYHVWPHQWV�LQ�WKH�KRVW�FRXQWU\�

7KHVH�WHQGHQFLHV�ZLWKLQ�WKH�JURXS�RI�GHYHORSLQJ�QDWLRQV�PXVW�EH�WDNHQ�LQWR�FRQVLGHUDWLRQ�ZKHQ
DLG�DQG�WUDGH�SROLF\�GHFLVLRQV�DUH�PDGH��:KHUH�WKH�SRRUHVW�GHYHORSLQJ�QDWLRQV�FDQ�EH�IDYRXUHG�
WKH\�VKRXOG�EH�JLYHQ�VSHFLDO�SRVLWLYH�WUHDWPHQW�DQG�VXSSRUWHG�LQ�EXLOGLQJ�XS�WKHLU�FDSDFLW\�WR�H[�
SORLW�WKH�RSSRUWXQLWLHV�WUDGH�RIIHUV�

������8VIRHW�[MXLMR�[SVPH�XVEHI
7KHUH�KDV�EHHQ�VWURQJ�JURZWK�LQ�LQWHUQDWLRQDO�WUDGH�VLQFH�WKH�VHFRQG�ZRUOG�ZDU�DQG�WKLV�JURZWK
KDV�EHHQ�JUHDWHU�WKDQ�WRWDO�SURGXFWLRQ��:RUOG�WUDGH��H[SRUWV��GRXEOHG�EHWZHHQ������DQG�����
�WDEOH�������7KH�ODUJHVW�JURZWK�KDV�EHHQ�DPRQJVW�WKH�GHYHORSLQJ�QDWLRQV�FRQVLGHUHG�DV�D�JURXS�
+RZHYHU�WKHUH�DUH�PDMRU�GLIIHUHQFHV�EHWZHHQ�WKH�YDULRXV�GHYHORSLQJ�QDWLRQV��&RXQWULHV�LQ�$VLD
KDYH�HQMR\HG�YHU\�VWURQJ�H[SRUW�JURZWK��DOPRVW�IRXU�WLPHV�JUHDWHU�WKDQ�JURZWK�LQ�ZRUOG�WUDGH�RQ
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DYHUDJH��/DWLQ�$PHULFDQ�FRXQWULHV�KDYH�LQFUHDVHG�WKHLU�H[SRUWV��EXW�WKLV�ULVH�KDV�EHHQ�EHORZ�WKH
DYHUDJH��7KH�$IULFDQ�FRXQWULHV�GHYLDWH�IURP�WKLV�WUHQG�WRZDUGV�LQFUHDVHG�WUDGH�E\�KDYLQJ�QHJDWLYH
GHYHORSPHQW��7KHLU�H[SRUWV�KDYH�IDOOHQ�E\������SHU�FHQW��7KH�23(&�FRXQWULHV��(DVW�(XURSH�DQG
WKH�IRUPHU�6RYLHW�8QLRQ�DOVR�VKRZHG�D�GURS�LQ�H[SRUWV�²�����SHU�FHQW�DQG�²����SHU�FHQW�UHVSHF�
WLYHO\�

7DEOH�����&KDQJHV�LQ�ZRUOG�H[SRUWV������²�������86'�PLOOLRQV��IL[HG�SULFHV�

  ����  ����  ��ERRYEP�GLERKI  ��GLERKI�����r��

 ;SVPH  ���������  ���������  ����  ������

 (IZIPSTIH�REXMSRW  ���������  ���������  ����  ������

 (IZIPSTMRK�REXMSRW�I\GPYHMRK�34)'�  �������  ���������  ����  ������

 %JVMGE  �������  ������  r����  r�����

 0EXMR�%QIVMGE  ��������  �������  ����  ������

 %WME��I\GP�1MHHPI�)EWX�  �������  �������  �����  ������

 34)'  ��������  �������  r����  r�����

 )EWX�)YVSTI�ERH�JSVQIV�7SZMIX�9RMSR  �������  �������  r����  r����

 7SYVGI��92�-RXIVREXMSREP�7XEXMWXMGW�=IEVFSSO

������8LI�XVEHMRK�WMXYEXMSR�JSV�XLI�PIEWX�HIZIPSTIH�GSYRXVMIW��0('�
7UDGH�ZLWK�WKH�OHDVW�GHYHORSHG�FRXQWULHV2��/'&��PDNHV�XS�D�YHU\�VPDOO�SURSRUWLRQ�RI�ZRUOG�WUDGH
WRGD\��7KH�/'&�FRXQWULHV�FRPSULVH����RI�WKH�ZRUOG·V�SRRUHVW�QDWLRQV��7KH\�KDYH�D�WRWDO�SRSXOD�
WLRQ�RI�����PLOOLRQ�SHRSOH��ZKLFK�PDNHV�XS����SHU�FHQW�RI�WKH�ZRUOG·V�SRSXODWLRQ��7KH�YDOXH�RI
/'&�H[SRUWV�ZDV�86'������ELOOLRQ�LQ�������WKH�HTXLYDOHQW�RI�����SHU�FHQW�RI�ZRUOG�WUDGH3��7KLV
DPRXQWV�WR�OHVV�WKDQ�KDOI�WKHLU�VKDUH�LQ�������ZKLFK�ZDV�����SHU�FHQW��7KH�/'&�FRXQWULHV·�VKDUH�RI
WRWDO�H[SRUWV�IURP�GHYHORSLQJ�QDWLRQV�ZDV�MXVW�����SHU�FHQW�LQ�������%\�ZD\�RI�FRPSDULVRQ��LW�LV
ZRUWK�PHQWLRQLQJ�WKDW�WKH�WRWDO�YDOXH�RI�/'&�H[SRUWV�LQ������ZDV�WKH�HTXLYDOHQW�RI�EDUHO\�D�WKLUG
RI�WKH�YDOXH�RI�6ZHGLVK�H[SRUWV�LQ�WKH�VDPH�\HDU��7KH�(8�LV�WKH�PRVW�LPSRUWDQW�VLQJOH�H[SRUW�PDU�
NHW�IRU�WKH�/'&�FRXQWULHV��7KH�WUDGH�SROLF\�SXUVXHG�E\�WKH�(8�LV�WKHUHIRUH�RI�WKH�XWPRVW�VLJQLIL�
FDQFH�IRU�WKHVH�FRXQWULHV�

7KHUH�DUH�PDQ\�UHDVRQV�ZK\�WKH�/'&�FRXQWULHV·�VKDUH�RI�ZRUOG�WUDGH�LV�VKULQNLQJ��DQG�WKHVH�FDQ
YDU\�IURP�FRXQWU\�WR�FRXQWU\��6HYHUDO�VR�FDOOHG�H[WHUQDO�UHDVRQV�DUH�GLIILFXOW�IRU�WKH�FRXQWULHV
WKHPVHOYHV�WR�LQIOXHQFH��VXFK�DV�IRUFLQJ�GRZQ�WKH�SULFH�RI�UDZ�PDWHULDOV��H[SHQVLYH�WUDQVSRUW�DQG
WKH�WUDGLQJ�SROLFLHV�SXUVXHG�E\�RWKHU�FRXQWULHV��2WKHU�UHDVRQV�FDQ�EH�WUDFHG�WR�WKH�FRXQWULHV�WKHP�
VHOYHV��,QDGHTXDWH�HFRQRPLF�SROLF\�DQG�OHJDO�IUDPHZRUNV��SRRUO\�GHYHORSHG�FXVWRPV�VHUYLFH��SRRU
HIILFLHQF\�LQ�KDUERXUV��ZHDN�JHQHUDO�LQIUDVWUXFWXUH��VRFLDO�LQVWDELOLW\��D�ODFN�RI�SURFHVVLQJ�FDSDFLW\
DQG�GLIILFXOWLHV�LQ�SURGXFLQJ�FRPSHWLWLYH�SURGXFWV�DUH�MXVW�D�IHZ�H[DPSOHV�RI�GRPHVWLF�UHDVRQV��7KH
/'&�FRXQWULHV�DOVR�OHY\�KLJK�WDULIIV�DJDLQVW�HDFK�RWKHU��ZKLFK�SUHYHQWV�WKH�GHYHORSPHQW�RI�LQWHUQDO
WUDGH�ZLWKLQ�WKLV�JURXS�RI�FRXQWULHV��0RVW�/'&�FRXQWULHV�KDYH�EHHQ�LQ�D�GHHS�GHEW�FULVLV�IRU�PDQ\
\HDUV��$V�D�FRQVHTXHQFH�RI�WKLV��WKH�:RUOG�%DQN�DQG�,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)��KDYH
LQLWLDWHG�UHVWUXFWXULQJ�SURJUDPV�LQ�WKHVH�FRXQWULHV��7KHVH�SURJUDPV�DLP�WR�PDNH�WKH�GHYHORSLQJ
QDWLRQV�PRUH�FRPSDWLEOH�ZLWK�WKH�PDUNHW�VLWXDWLRQ�LQ�WKH�RXWVLGH�ZRUOG��WKURXJK�VXFK�PHDVXUHV�DV
GHUHJXODWLRQ�DQG�ORZHU�LPSRUW�WDULIIV��DQG�VR�HQKDQFH�WKHLU�H[SRUW�SRWHQWLDO��7R�GDWH��WKHVH�SUR�
JUDPV�DSSHDU�QRW�WR�KDYH�EHHQ�DEOH�WR�UHYHUVH�WKH�WUHQG�IRU�/'&�FRXQWULHV�WR�KDYH�D�GHFOLQLQJ
�����������������������������������������������������
��$FFRUGLQJ�WR�WKH�81�FODVVLILFDWLRQ��WKH�IROORZLQJ�DUH�/'&�FRXQWULHV��$IJKDQLVWDQ��$QJROD��%DQJODGHVK��%HQLQ��%KXWDQ�
%XUNLQD�)DVR��%XUXQGL��&HQWUDO�$IULFDQ�5HSXEOLF��&KDG��7KH�&RPRURV��&RQJR���H[�=DLUH���'MLERXWL��(TXDWRULDO�*XLQHD�
(ULWUHD��(WKLRSLD��*DPELD��*XLQHD��*XLQHD�%LVVDX��+DLWL��&DPERGLD��&DSH�9HUGH��.LULEDWL��/DRV��/HVRWKR��/LEHULD�
0DGDJDVFDU��0DODZL��7KH�0DOGLYHV��0DOL��0DXULWDQLD��0R]DPELTXH��0\DQPDU��%XUPD���1HSDO��1LJHU��5ZDQGD��6D�
PRD��6DR�7RPp�DQG�3ULQFLSH��6LHUUD�/HRQH��7KH�6RORPRQ�,VOHV��6RPDOLD��6XGDQ��7DQ]DQLD��7RJ��7XYDOX��8JDQGD�
9DQXDWX��<HPHQ�DQG�=DPELD�
 ��2(&'������
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VKDUH�RI�H[SRUW�PDUNHWV��7KH�VLWXDWLRQ�IRU�$IULFDQ�FRXQWULHV��DQ�LPSRUWDQW�JURXS�ZLWKLQ�WKH�/'&
FRXQWULHV��LV�GHVFULEHG�EHORZ�

• 7R�JHW�D�EHWWHU�XQGHUVWDQGLQJ�RI�WKH�VLWXDWLRQ�IRU�H[SRUWV�IURP�/'&�FRXQWULHV��ZH�VXJJHVW�WKLV
LV�IXUWKHU�LQYHVWLJDWHG�

$IULFD
7KH�GHYHORSLQJ�QDWLRQV�LQ�$IULFD�DFFRXQWHG�IRU�DURXQG���SHU�FHQW�RI�ZRUOG�WUDGH�LQ�������)LIWHHQ
\HDUV�ODWHU��WKLV�VKDUH�KDV�IDOOHQ�WR�EDUHO\���SHU�FHQW��$SSHQGL[�����$IULFD�LV�QRW�MXVW�IDOOLQJ�EHKLQG
LQ�WKH�GHYHORSPHQW�RI�ZRUOG�WUDGH��WKH�$IULFDQ�VWDWHV�DUH�JRLQJ�EDFNZDUGV�LQ�DEVROXWH�WHUPV��,Q
RWKHU�ZRUGV��WKH�$IULFDQ�VWDWHV�DUH�EHFRPLQJ�LQFUHDVLQJO\�PDUJLQDOLVHG�LQ�WKH�GHYHORSPHQW�SURF�
HVV��+HOSLQJ�WKHVH�FRXQWULHV�WR�UHYHUVH�WKLV�GHYHORSPHQW�LV�DQ�LPSRUWDQW�FKDOOHQJH�IDFLQJ�6ZHGHQ
DQG�WKH�(8��7UDGH�SROLF\�PHDVXUHV�WKDW�DUH�HVSHFLDOO\�IDYRXUDEOH�IRU�WKH�/'&�FRXQWULHV�DQG�ZLWK
LW�$IULFD��FDQ�SOD\�D�PDMRU�UROH��DV�FDQ�DLG�LQLWLDWLYHV�WKDW�VHHN�WR�HQDEOH�DQ�LQFUHDVH�LQ�H[SRUWV�

)LJXUH�����7KH�OHDVW�GHYHORSHG�FRXQWULHV·�VKDUH�RI�ZRUOG�WUDGH

0'(W
�TEVXMGMTEXMSR�MR�[SVPH�XVEHI��������MR�QMPPMSR�97��

8LI�HIGPMRMRK�WLEVI�SJ�0'(W
�I\TSVXW�MR�[SVPH�I\TSVXW������r��

7SYVGI��3)'(������
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������8LI�)9
W�JSVIMKR�XVEHI�r�-QTSVXW
'HVSLWH�WKH�IDFW�WKDW�WKH�(8�KDV�H[SDQGHG�ZLWK�QHZ�PHPEHU�VWDWHV�MRLQLQJ�EHWZHHQ������DQG
������H[SRUWV�IURP�GHYHORSLQJ�QDWLRQV�WR�WKH�(8�KDYH�HQMR\HG�ZHDNHU�JURZWK�WKDQ�GHYHORSLQJ
QDWLRQ�H[SRUWV�WR�WKH�UHVW�RI�WKH�ZRUOG��+RZHYHU��LQ�FRQWUDVW�WR�H[SRUWV�IRU�WKH�ZRUOG�DV�D�ZKROH�
$IULFDQ�H[SRUWV�WR�WKH�(8�KDYH�LQFUHDVHG�VOLJKWO\�

7DEOH������'HYHORSLQJ�QDWLRQ�H[SRUWV�WR�WKH�(8������²������IRE�PLOO�86��

  ����  ����  ��ERRYEP�GLERKI

 (IZ��REXMSRW��I\GP�34)'�  ������  �������  ����

 %JVMGE  ������  ������  ����

 0EXMR�%QIVMGE  ������  ������  ����

 %WME��I\GP�1MHHPI�)EWX�  ������  �������  �����

 2SXI��&IX[IIR������ERH�������+VIIGI��4SVXYKEP�ERH�7TEMR�FIGEQI�QIQFIV�WXEXIW

 7SYVGI��92��-RXIVREXMSREP�8VEHI�7XEXMWXMGEP�=IEVFSSO

������7[IHIR
W�JSVIMKR�XVEHI�r�-QTSVXW
6ZHGHQ�LPSRUWV�DOPRVW�H[FOXVLYHO\�IURP�WKH�LQGXVWULDOLVHG�QDWLRQV��,Q�������(XURSH��1RUWK�$PHUL�
FDQ�DQG�-DSDQ�DFFRXQWHG�IRU����SHU�FHQW�RI�6ZHGHQ·V�LPSRUWV��7KLV�SURSRUWLRQ�KDV�UHPDLQHG�UHOD�
WLYHO\�FRQVWDQW�WKURXJKRXW�WKH�����V�DQG�����V��&HUWDLQ�FKDQJHV�KDYH�RFFXUUHG�ZLWK�UHVSHFW�RI�WKH
EUHDNGRZQ�RI�LPSRUWV��7KH�PRUH�GHYHORSHG�GHYHORSLQJ�QDWLRQV�²�WKH�WLJHU�HFRQRPLHV�²��+RQJ
.RQJ��6LQJDSRUH��6RXWK�.RUHD�DQG�7DLZDQ��KDYH�LQFUHDVHG�WKHLU�H[SRUWV��ZKLOH�WKH�SURSRUWLRQ
6ZHGHQ�LPSRUWV�IURP�6RXWK�$PHULFDQ�DQG�$IULFD��H[FOXGLQJ�/LE\D��1LJHULD��6RXWK�$IULFD��KDV
GHFOLQHG��$IULFD·V�VKDUH�RI�6ZHGLVK�LPSRUWV�LQ������ZDV�MXVW�����SHU�FHQW��ZKLFK�LV�D�����SHUFHQWDJH
SRLQW�GURS�VLQFH�������$OWKRXJK�WKH�VKDUH�KDV�IDOOHQ��WKH�YROXPH�RI�LPSRUWV�KDV�GRXEOHG�������
GXULQJ�WKH�VDPH�SHULRG�

,Q�RWKHU�ZRUGV��WKH�SRRUHVW�GHYHORSLQJ�QDWLRQV�KDYH�VHHQ�WKHLU�DOUHDG\�PDUJLQDO�VKDUH�RI�6ZHGLVK
LPSRUWV�IDOO��D�WHQGHQF\�ZKLFK�FRUUHVSRQGV�ZLWK�WKH�RYHUDOO�GHYHORSPHQW�RI�ZRUOG�WUDGH�

7DEOH������6ZHGHQ·V�LPSRUWV�������������DQG�����

  ����  ����  ����  ����  ����  ����

 %VIE  Q�7)/  �  Q�7)/  �  Q�7)/  �

 )YVSTI  �������  �����  �������  �����  �������  �����

 2SVXL�%QIVMGE  ������  ����  ������  ����  ������  ����

 .ETER  ������  ����  ������  ����  ������  ����

 8LI�8MKIV�)GSRSQMIW���  �����  ����  ������  ����  ������  ����

 'LMRE  ���  ����  �����  ����  �����  ����

 (IZ�REXMSRW�%WME����  �����  ����  �����  ����  �����  ����

 %JVMGE����  ���  ����  �����  ����  �����  �����

 0EXMR�%QIVMGE  ������  ����  �����  ����  �����  ����

 3XLIVW  ������  �����  �����  ����  �����  ����

       

 8SXEP  �������  ������  �������  ������  �������  ������

 7SYVGI��7'&��7XEXMWXMGEP�]IEVFSSO�
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)LJXUH������6ZHGHQ·V�LPSRUWV������

7SYVGI��7'&��7XEXMWXMGEP�]IEVFSSO�

����;83�

������&EGOKVSYRH
7KH�JURZWK�RI�ZRUOG�WUDGH�DIWHU�WKH�VHFRQG�ZRUOG�ZDU�FDQ�ODUJHO\�EH�FRQVLGHUHG�D�UHVXOW�RI�D�GHOLE�
HUDWH�SROLF\�WR�UHPRYH�SURWHFWLYH�WDULIIV�DQG�RWKHU�WUDGH�EDUULHUV��7R�DYRLG�WKH�HFRQRPLF�SUREOHPV
H[SHULHQFH�EHWZHHQ�WKH�WZR�ZRUOG�ZDUV��WKUHH�RUJDQLVDWLRQV�ZHUH�IRXQGHG�DIWHU�WKH�VHFRQG�ZRUOG
ZDU�ZKRVH�WDVN�LW�ZDV�WR�VHFXUH�HFRQRPLF�JURZWK�DQG�DYRLG�HFRQRPLF�FRQIOLFWV�EHWZHHQ�VWDWHV�
7KHVH�ZHUH�WKH�:RUOG�%DQN��WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)��DQG�WKH�,QWHUQDWLRQDO�7UDGH
2UJDQLVDWLRQ��,72���7KH�,72·V�UHJXODWLRQV�ZHUH�DGRSWHG�EXW�QHYHU�UDWLILHG��,Q�SDUDOOHO�ZLWK�WKH
,72�GLVFXVVLRQV��WDULII�UHGXFLQJ�QHJRWLDWLRQV�ZHUH�KHOG�LQ�*HQHYD�ZKLFK�OHG�WR�WKH�*$77�DJUHH�
PHQW��*HQHUDO�$JUHHPHQW�RQ�7DULII�DQG�7UDGH���'XULQJ�WKH�OLIH�F\FOH�RI�*$77������²������HLJKW
DJUHHPHQWV�RQ�WDULII�UHGXFWLRQV�DQG�RWKHU�WUDGH�UHODWHG�DJUHHPHQWV�ZHUH�VLJQHG��7KH�8UXJXD\
5RXQG�ZDV�WKH�ODVW�RI�D�VHULHV�RI�QHJRWLDWLRQV�ZKLFK�OHG�WR�WKH�IRXQGLQJ�RI�:72���:RUOG�7UDGH
2UJDQLVDWLRQ��

������8LI�VSPI�SJ�XLI�;83
7KH�:72�HPEUDFHV�����FRXQWULHV�DQG�DUHDV��0DUFK��������ZKR�DFFRXQW�IRU�RYHU����SHU�FHQW�RI
ZRUOG�WUDGH��2WKHU�FRXQWULHV�KDYH�DSSOLHG�IRU�PHPEHUVKLS��LQFOXGLQJ�&KLQD��5XVVLD��WKH�%DOWLF
VWDWHV�DQG�6DXGL�$UDELD��:72�LV�DGPLQLVWHUHG�E\�D�VHFUHWDULDW�LQ�*HQHYD�

7KH�:72�FDQ�EH�VDLG�WR�DFW�DV�DQ�XPEUHOOD�RUJDQLVDWLRQ�IRU�WKH�YDULRXV�UHJXODWRU\�IUDPHZRUNV
ZKLFK�WRJHWKHU�PDNH�XS�WKH�PXOWLODWHUDO�WUDGLQJ�V\VWHP�DQG�LV�WKH�IRFDO�SRLQW�RI�WKH�GDLO\�WUDGLQJ
SROLF\�LQWHUFRXUVH�EHWZHHQ�WKH�PHPEHU�FRXQWULHV��7KH�JRDO�IRU�WKH�:72�LV�WKDW�WKH�PHPEHU
FRXQWULHV�VKRXOG�DWWDLQ�D�KLJKHU�VWDQGDUG�RI�OLYLQJ��IXOO�HPSOR\PHQW�DQG�LQFUHDVHG�SURGXFWLRQ�DQG
WUDGH��WKURXJK�PRUH�OLEHUDO�WUDGH�

:72�VXSHUYLVHV�WKH�DSSOLFDWLRQ�RI�WKH�GLIIHUHQW�WUDGLQJ�DJUHHPHQWV�DQG�DFWV�DV�D�IRUXP�IRU�PXOWL�
ODWHUDO�WUDGH�QHJRWLDWLRQV��7KH�:72�KDV�D�FHQWUDO�UROH�LQ�UHVROYLQJ�WUDGH�SROLF\�FRQIOLFWV�EHWZHHQ
PHPEHU�QDWLRQV��7KH�:72·V�V\VWHP�IRU�UHVROYLQJ�GLVDJUHHPHQWV�LV�PRUH�HIIHFWLYH�WKDQ�WKH�SUHYL�
RXV�V\VWHP�ZLWKLQ�*$77��DV�LW�LV�PRUH�SRZHUIXO�DQG�FDQ�EH�DSSOLHG�XQLIRUPO\�IRU�DOO�DJUHHPHQWV

�����������������������������������������������������
 ��7KH�SULQFLSDO�VRXUFH�IRU�WKLV�VHFWLRQ�LV�.OHHQ������
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UHDFKHG�ZLWKLQ�WKH�RUJDQLVDWLRQ��7KH�:72�FR�RSHUDWHV�ZLWK�WKH�:RUOG�%DQN�DQG�WKH�,QWHUQD�
WLRQDO�0RQHWDU\�)XQG�LQ�RUGHU�WR�DFKLHYH�D�PRUH�KDUPRQLVHG�JOREDO�HFRQRPLF�SROLF\�

7KH�UHJXODWRU\�IUDPHZRUN�ZLWKLQ�WKH�:72�LV�PDGH�XS�RI�VHYHUDO�SDUWV��7KH�FRUH�LV�*$77��ZKLFK
FRQWDLQV�WKH�EDVLF�WUDGLQJ�SROLF\�UXOHV�DQG�SULQFLSOHV�IRU�WKH�WUDGLQJ�RI�JRRGV��7KH�DJUHHPHQW�RQ
WUDGH�LQ�VHUYLFHV��*$76��*HQHUDO�$JUHHPHQW�RQ�7UDGH�LQ�6HUYLFHV��LV�QHZ�DV�LV�H�J��75,36��7UDGH�
5HODWHG�$VSHFWV�RI�,QWHOOHFWXDO�3URSHUW\�5LJKWV���ZKLFK�LV�D�UHJXODWRU\�V\VWHP�ZKLFK�FRQWDLQV
PLQLPXP�VWDQGDUGV�IRU�YDULRXV�LQWHOOHFWXDO�SURSHUW\�ULJKWV��SDWHQWV��FRS\ULJKWV�DQG�WUDGH�PDUNV��
2I�WKH�VHFWRUV�ZKLFK�DUH�UHJXODWHG�E\�WKHVH�DJUHHPHQWV�DQG�ZKLFK�DUH�RI�SDUWLFXODU�VLJQLILFDQFH�IRU
WKH�GHYHORSLQJ�QDWLRQV��LW�FDQ�EH�QRWHG�WKDW�WKH�*$76�DJUHHPHQW�FRYHUV�WRXULVP�DQG�WKH�WUDQVSRUW
VHFWRU�DQG�WKDW�75,3V�FRQFHUQV�IRRG�SURGXFWLRQ�ULJKWV�DQG�SDWHQWV�UHODWHG�WR�ELRWHFKQRORJ\�

• 7KH�UDSLG�JURZWK�LQ�WUDGH�LQ�VHUYLFHV��DQG�LQ�GHYHORSPHQWV�ZLWKLQ�WKH�ILHOG�RI�ELRWHFKQRORJ\
ZLOO�SUREDEO\�KDYH�PDMRU�FRQVHTXHQFHV�IRU�WKH�HFRQRPLHV�DQG�H[SRUW�RSSRUWXQLWLHV�RI�WKH�GH�
YHORSLQJ�QDWLRQV��7KHUH�DUH�DOVR�LPSRUWDQW�HQYLURQPHQWDO�DVSHFWV�WR�WKHVH�VHFWRUV��0RUH�LQ�
IRUPDWLRQ�LV�UHTXLUHG�LI�ZH�DUH�WR�IXOO\�XQGHUVWDQG�WKH�FDSDFLW\�RI�DLG�WR�SURPRWH�HQYLURQPHQW
IULHQGO\�SURGXFWLRQ�DQG�H[SRUWV�ZLWKLQ�WKH�VHUYLFHV�ILHOG��DQG�WKH�SRWHQWLDO�IRU�WKH�HFRQRPLF
H[SORLWDWLRQ�DQG�H[SRUW�RI�JHQHWLF�UHVRXUFHV��VXFK�DV�KRZ�75,3V�DQG�*$76�DIIHFW�H[SRUW�RS�
SRUWXQLWLHV�IRU�GHYHORSLQJ�QDWLRQ�H[SRUWV��DQG�ZKDW�FRQGLWLRQV�DUH�UHTXLUHG�WR�DFKLHYH�VXVWDLQ�
DEOH�JURZWK��:H�UHFRPPHQG�WKDW�WKHVH�LVVXHV�VKRXOG�EH�IXUWKHU�LQYHVWLJDWHG��,QYHVWLJDWLRQV
ZKLFK�KDYH�DOUHDG\�EHHQ�SHUIRUPHG�E\�:72��81&7$'��WKH�:RUOG�%DQN�DQG�RWKHUV��WR�
JHWKHU�ZLWK�LQIRUPDWLRQ�RQ�ZKDW�DVSHFWV�RI�DLG�SROLF\�KDYH�EHHQ�WDNHQ�LQWR�DFFRXQW�WR�GDWH�LQ
6ZHGLVK�SRVLWLRQV�FRQFHUQLQJ�WKHVH�DJUHHPHQWV��VKRXOG�EH�DQ�LPSRUWDQW�VWDUWLQJ�SRLQW�IRU�VXFK
LQLWLDWLYHV�

������&EWMG�VIKYPEXMSRW�[MXLMR�XLI�;83
$�FHQWUDO�JRDO�IRU�WKH�:72�LV�WR�DEROLVK�GLVFULPLQDWLRQ�LQ�ZRUOG�WUDGH��,Q�WKLV�UHVSHFW��WZR�FHQWUDO
SULQFLSOHV�DSSO\�

• 0RVW�IDYRXUHG�QDWLRQ��0)1��PHDQV�WKDW�:72�PHPEHUV�PXVW�DSSO\�WKH�VDPH�WUDGLQJ�FRQGLWLRQV
IRU�DOO�:72�PHPEHUV��,I�D�FRXQWU\�UHGXFHV�LWV�WDULIIV�IRU�RQH�QDWLRQ��WKH�VDPH�WDULII�UHGXFWLRQ
VKRXOG�DOVR�DSSO\�WR�DOO�RWKHU�:72�PHPEHUV�

7KHUH�DUH�VHYHUDO�LPSRUWDQW�H[FHSWLRQV�WR�WKH�0)1�SULQFLSOH��&RQFHVVLRQV�FDQ�EH�PDGH�IRU�
�� &XVWRPV�XQLRQV�DQG�IUHH�WUDGH�DUHDV��H�J��(8��(($��1DIWD��0HUFRVXU��
�� *HQHUDO�6\VWHP�RI�3UHIHUHQFHV���*63���ZKLFK�JLYHV�WKH�GHYHORSLQJ�QDWLRQV�SUHIHUHQWLDO�WDULIIV

RQ�LQGXVWULDO�QDWLRQ�PDUNHWV��VHH�VHFWLRQ�������
�� 6SHFLDO�DUUDQJHPHQWV�IRU�WKH�GHYHORSLQJ�QDWLRQV�FODVVHG�E\�WKH�81�DV�WKH�OHDVW�GHYHORSHG�²

´/'&Vµ

• 1DWLRQDO�WUHDWPHQW��HTXDO�WUHDWPHQW��QRQ�GLVFULPLQDWRU\��RI�GRPHVWLF�RU�LPSRUWHG�JRRGV�DQG
VHUYLFHV��ZKLFK�PHDQV�WKDW�LPSRUWHG�JRRGV�PD\�QRW�EH�GLVFULPLQDWHG�DJDLQVW�LQ�IDYRXU�RI�GR�
PHVWLF�JRRGV�ZLWK�UHVSHFW�WR�LQWHUQDO�WD[HV�DQG�GXWLHV��WHFKQLFDO�GLUHFWLRQV�HWF�

7KH�UXOHV�ZKLFK�SURKLELW�GLVFULPLQDWLRQ�VSHFLI\�WKDW�´HTXLYDOHQW�JRRGVµ�PXVW�EH�WUHDWHG�WKH�VDPH�
$FFRUGLQJ�WR�WKH�FXUUHQW�LQWHUSUHWDWLRQ�RI�WKH�:72�DJUHHPHQWV��WZR�SURGXFWV�WKDW�KDYH�WKH�VDPH
SURSHUWLHV�DUH�´HTXLYDOHQWµ�HYHQ�LI�WKH\�KDYH�EHHQ�PDQXIDFWXUHG�LQ�GLIIHUHQW�ZD\V��,W�LV�WKHUHIRUH
QRW�SHUPLWWHG�WR�UHVWULFW�WKH�LPSRUW�RI�D�SURGXFW�RQ�WKH�JURXQGV�RI�WKH�HQYLURQPHQW�DQG�KHDOWK
ULVNV�WKDW�DULVH�GXULQJ�PDQXIDFWXUH��RU�EHFDXVH�WKH�PDQXIDFWXULQJ�FRXQWU\�KDV�ORZHU�HQYLURQPHQW
VWDQGDUGV�WKDQ�WKH�LPSRUWLQJ�FRXQWU\��7KLV�LV�XVXDOO\�FDOOHG�WKH�SSP�LVVXH��SURFHVV�DQG�SURGXFWLRQ
PHWKRGV��

������8EVMJJ�ERH�RSR�XEVMJJ�XVEHMRK�FEVVMIVW
$V�GHVFULEHG�DERYH��IRUHLJQ�WUDGH�LV�VXEMHFWHG�WR�D�UDQJH�RI�WUDGH�SROLF\�PHDVXUHV��ZKLFK��URXJKO\
VSHDNLQJ��FDQ�EH�GLYLGHG�LQWR�WDULII�DQG�QRQ�WDULII�UHODWHG�WUDGLQJ�EDUULHUV��,Q�DGGLWLRQ�WR�TXRWDV
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DQG�RWKHU�LPSRUW�UHJXODWLRQV��QRQ�WDULII�WUDGLQJ�EDUULHUV�DOVR�FRYHU�SURGXFW�VWDQGDUGV�DQG�DQWL
GXPSLQJ�UHJXODWLRQV��'RPHVWLF�VXEVLGLHV�DQG�RWKHU�PHDVXUHV�ZKLFK�GR�QRW�GLUHFWO\�DFW�DV�LPSRUW
EDUULHUV��UHVWULFW�PDUNHW�DFFHVV�IRU�IRUHLJQ�H[SRUWHUV�

7KH�LQGXVWULDOLVHG�QDWLRQV�KDYH�VLJQLILFDQWO\��UHGXFHG�WKHLU�WDULIIV�WKURXJK�WKH�*$77�DJUHHPHQWV
DQG�KDYH�DOVR�FXW�WKHLU�TXDQWLWDWLYH�UHVWULFWLRQV�RQ�WUDGH��,Q�OLQH�ZLWK�WKH�UHGXFWLRQ�LQ�WKH�LPSRU�
WDQFH�RI�WDULIIV��RWKHU�EDUULHUV�WR�WUDGH�KDYH�FRPH�WR�OLJKW�DQG�DVVXPHG�D�VLJQLILFDQW�UROH�

������8LI�EKVIIQIRX�SR�XIGLRMGEP�XVEHMRK�FEVVMIVW��8&8�EKVIIQIRX�
7KH�OHJLVODWLRQ�RI�HYHU\�FRXQWU\�LQFOXGHV�UHJXODWLRQV�RQ�D�SURGXFW·V�GHVLJQ�ZLWK�UHJDUG�WR�KHDOWK�
VDIHW\�DQG�WKH�HQYLURQPHQW��,Q�D�WUDGH�FRQWH[W��VXFK�UHJXODWLRQV��VWDQGDUGV�DQG�WHFKQLFDO�GLUHF�
WLRQV��DUH�NQRZQ�DV�WHFKQLFDO�WUDGH�EDUULHUV��7KHUH�LV�DQ�LQWHUQDWLRQDO�GHVLUH�WR�KDUPRQLVH�SURGXFW
VWDQGDUGV�VR�PDQXIDFWXUHUV�KDYH�DV�IHZ�VWDQGDUGV�DV�SRVVLEOH�WR�ZRUN�WR��7KH�7%7�DJUHHPHQW
�7HFKQLFDO�%DUULHUV�WR�7UDGH��UHJXODWHV�WKH�FUHDWLRQ�DQG�DSSOLFDWLRQ�RI�WHFKQLFDO�GLUHFWLRQV�DQG
VWDQGDUGV�SOXV�WKH�SURFHGXUH�IRU�GHWHUPLQLQJ�FRPSOLDQFH�ZLWK�WHFKQLFDO�UHJXODWLRQV��FHUWLILFDWLRQ�
DFFUHGLWDWLRQ���7KHVH�UHJXODWLRQV�DUH�GHYHORSHG�E\�JRYHUQPHQW�DQG�ORFDO�DXWKRULWLHV�DQG�SULYDWH
RUJDQLVDWLRQV��7KH�DJUHHPHQW�GLIIHUHQWLDWHV�EHWZHHQ�´WHFKQLFDO�GLUHFWLRQVµ�ZKLFK�DUH�FRPSXOVRU\�
DQG�´VWDQGDUGVµ�ZKLFK�DUH�YROXQWDU\�

$FFRUGLQJ�WR�WKH�DJUHHPHQW��WHFKQLFDO�UHJXODWLRQV�PXVW�QRW�FUHDWH�XQQHFHVVDU\�REVWDFOHV�WR�LQWHU�
QDWLRQDO�WUDGH��1RU�VKDOO�WKH\�EH�PRUH�UHVWULFWLYH�WR�WUDGH�RWKHU�WKDQ�WKDW�ZKLFK�LV�QHFHVVDU\�WR
PHHW�OHJLWLPDWH�DLPV��WDNLQJ�LQWR�DFFRXQW�WKH�ULVNV�WKDW�ZRXOG�DULVH�LI�WKH�DLPV�ZHUH�QRW�PHW��/H�
JLWLPDWH�DLPV�LQFOXGH�ERWK�KHDOWK�SUHFDXWLRQV�DQG�SURWHFWLRQ�RI�WKH�HQYLURQPHQW�

������7ERMXEV]�ERH�TL]XSWERMXEV]�QIEWYVIW�r�747
7KH�636�DJUHHPHQW�FDPH�DERXW�WKURXJK�QHJRWLDWLRQV�LQ�WKH�8UXJXD\�5RXQG�DQG�FRQWDLQV�UHJXOD�
WLRQV�RQ�KHDOWK�DQG�VDIHW\�GLUHFWLYHV�ZKLFK�FRYHU�WKH�WUDGH�RI�IRRGVWXIIV��DQLPDOV�DQG�SODQWV��7KH
636�DJUHHPHQW�FDQ�EH�VHHQ�DV�D�FRPSOHPHQW�WR�WKH�DJUHHPHQW�RQ�WHFKQLFDO�WUDGH�EDUULHUV�ZKLFK
ZHUH�QRW�WKRXJKW�WR�LQFOXGH�DGHTXDWH�SURWHFWLYH�GLUHFWLYHV�LQ�WKH�ILHOG�RI�DQLPDO�DQG�SODQW�DQG
YHJHWDEOH�SURWHFWLRQ��$FFRUGLQJ�WR�WKH�636�DJUHHPHQW��WKHVH�PHDVXUHV�PXVW�EH�EDVHG�RQ�VFLHQWLILF
SULQFLSOHV�DQG�PD\�QRW�EH�XSKHOG�ZLWKRXW�DGHTXDWH�VFLHQWLILF�HYLGHQFH��1HLWKHU�PD\�WKH\�EH�PRUH
UHVWULFWLYH�IRU�WUDGH�WKDQ�WKDW�ZKLFK�LV�GHPDQGHG�WR�DFKLHYH�D�UHDVRQDEOH�OHYHO�RI�SURWHFWLRQ��LQ
UHVSHFW�RI�ZKDW�LV�WHFKQLFDOO\�DQG�HFRQRPLFDOO\�SRVVLEOH�

$FFRUGLQJ�WR�WKH�DJUHHPHQW��VXFK�PHDVXUHV�PXVW�EH�EDVHG�RQ�LQWHUQDWLRQDO�VWDQGDUGV��JXLGHOLQHV
DQG�UHFRPPHQGDWLRQV�ZKHUH�VXFK�H[LVW��+LJKHU�QDWLRQDO�GHPDQGV�WKDQ�WKRVH�ZKLFK�DUH�HVWDE�
OLVKHG�E\�WKHVH�RUJDQLVDWLRQV�DUH�SHUPLWWHG�LI�WKH\�DUH�EDVHG�RQ�VFLHQWLILF�JURXQGV�DQG�LQWHUQDWLRQ�
DOO\�UHFRJQLVHG�ULVN�DVVHVVPHQW�PHWKRGV��$V�VXFK��WKH�GHPDQGV�IRU�VFLHQWLILF�HYLGHQFH�DUH�IXQGD�
PHQWDO�WR�WKH�636�DJUHHPHQW��$FFRUGLQJ�WR�WKH�´SUXGHQFH�SULQFLSOHµ�ZKLFK�LV�ZULWWHQ�LQWR�WKH
DJUHHPHQW�KRZHYHU��LW�LV�SRVVLEOH�IRU�D�OLPLWHG�SHULRG�RI�WLPH��WR�LQWURGXFH�PHDVXUHV�EDVHG�RQ�WKH
DYDLODEOH�LQIRUPDWLRQ��LI�WKHUH�LV�LQVXIILFLHQW�VFLHQWLILF�GDWD�

����8LI�)9
W�XVEHI�TSPMG]�ERH�HIZIPSTMRK�REXMSRW
7KH�(8·V�VKDUH�RI�GHYHORSLQJ�QDWLRQ�H[SRUWV�LV�UHODWLYHO\�ORZ��DURXQG����SHU�FHQW��$V�RXWOLQHG�LQ
FKDSWHU�������WKHUH�DUH�ERWK�H[WHUQDO�DQG�LQWHUQDO�UHDVRQV�IRU�WKH�GHYHORSLQJ�QDWLRQV·�ODFN�RI�H[�
SRUW�VXFFHVV��7KLV�VHFWLRQ�GHVFULEHV�WKH�(8�WUDGH�SROLF\��RQH�RI�WKH�H[WHUQDO�UHDVRQV�ZK\�H[SRUWV�WR
WKH�(8�DUH�QRW�KLJKHU��,W�LV�GLIILFXOW�WR�HYDOXDWH�WKH�UHODWLYH�VLJQLILFDQFH�RI�WKH�YDULRXV�UHDVRQV�IRU
WKH�ORZ�H[SRUW�ILJXUHV��,Q�WKLV�FRQWH[W��WKH�WUDGH�SROLF\�FRQGLWLRQV�DUH�KLJKOLJKWHG��DV�WKH�GHYHORS�
LQJ�QDWLRQV�KDYH�OLWWOH�RSSRUWXQLW\�WR�LQIOXHQFH�WKHVH�WKHPVHOYHV�

�����������������������������������������������������
��7DULIIV�RQ�LQGXVWULDO�JRRGV�KDYH�EHHQ�UHGXFHG�WKURXJK�QHJRWLDWLRQV�IURP�DQ�DYHUDJH�RI������LQ������WR�DURXQG����
WRGD\
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7KH�(8�WUHDWV�WKH�GHYHORSLQJ�QDWLRQV�VHOHFWLYHO\��WKDW�LV�WR�VD\�FHUWDLQ�JURXSV�RI�GHYHORSLQJ�QDWLRQV
DUH�WUHDWHG�PRUH�IDYRXUDEO\�WKDQ�RWKHUV��'HVSLWH�WKH�IDFW�WKDW�VSHFLDO�UXOHV�RI�SUHIHUHQFH�KDYH�EHHQ
LQWURGXFHG�WR�PDNH�LW�HDVLHU�IRU�GHYHORSLQJ�QDWLRQV�WR�SHQHWUDWH�WKH�(8�PDUNHW��WKH�(8·V�WUDGLQJ
UXOHV�DUH�QRW�DV�IDYRXUDEOH�WR�WKH�GHYHORSLQJ�QDWLRQV�DV�WKH\�DSSHDU�DW�ILUVW�VLJKW��)RU�WKH�PRUH�GH�
YHORSHG�GHYHORSLQJ�QDWLRQV�VRPH�RI�WKHLU�PRVW�LPSRUWDQW�H[SRUW�FRPPRGLWLHV�²�IDUPLQJ�DQG�WH[�
WLOH�DQG�FORWKLQJ�SURGXFWV�²�DUH�H[FOXGHG�IURP�SUHIHUHQWLDO�WUHDWPHQW��,Q�SULQFLSOH��/'&�FRXQWU\
H[SRUWV�DUH�WDULII�IUHH�²�ZLWK�FHUWDLQ�H[FHSWLRQV�LQ�WKH�IRRGVWXIIV�DUHD��7KH�UXOHV�IRU�DJULFXOWXUDO
SURGXFWV�DV�D�ZKROH�IRUP�D�FRPSOLFDWHG�V\VWHP�RI�WUDGH�EDUULHUV��VSHFLDO�UXOHV��WUDQVLWLRQ�UHJXOD�
WLRQV�DQG�H[FHSWLRQV��7KH�IROORZLQJ�VHFWLRQ�GHVFULEHV�D�QXPEHU�RI�WKHVH�WUDGH�SROLF\�UXOHV�DQG
FRQGLWLRQV�FRQFHUQLQJ�LPSRUWV�LQWR�WKH�(8�IURP�GHYHORSLQJ�QDWLRQV��EXW�ZKLFK�DUH�DOVR�SDUWO\
DSSOLFDEOH�WR�WUDGH�EHWZHHQ�RWKHU�LQGXVWULDOLVHG�FRXQWULHV�DQG�WKH�GHYHORSLQJ�QDWLRQV��7KLV�LV�IRO�
ORZHG�E\�D�GHVFULSWLRQ�RI�WKH�SUHIHUHQWLDO�WUHDWPHQW�WKH�(8�RIIHUV�WR�GLIIHUHQW�JURXSV�RI�GHYHORSLQJ
QDWLRQV��DQG�ODVWO\�WKH�WUDGLQJ�UXOHV�IRU�D�QXPEHU�RI�WKH�PRVW�LPSRUWDQW�SURGXFW�DUHDV�IRU�WKH�GH�
YHORSLQJ�QDWLRQV�

������8EVMJJ�WGEPMRK
7KH�WDULII�IUHH�WUHDWPHQW�DFFRUGHG�WR�WKH�GHYHORSLQJ�QDWLRQV�PDLQO\�DSSOLHV�WR�UDZ�PDWHULDOV��,Q
FRQWUDVW��WDULIIV�DUH�OHYLHG�RQ�SURFHVVHG�JRRGV��DQG�WKH�UDWH�RI�GXW\�LV�UDLVHG�LQ�OLQH�ZLWK�WKH�OHYHO�RI
UHILQHPHQW�RI�D�SURGXFW��WDULII�VFDOLQJ���6R��IRU�LQVWDQFH��RLO�VHHGV�H[SRUWHG�WR�WKH�(8�DUH�WDULII�IUHH�
ZKLOH�RLO�SURGXFHG�IURP�RLO�VHHGV�LV�VXEMHFW�WR�GXW\�RI������SHU�FHQW��:KLFK�PHDQV�WKH�GHYHORSLQJ
QDWLRQV�DUH�SHQDOLVHG�ZKHQ�WKH\�SURFHVV�WKHLU�UDZ�PDWHULDOV��7KH�UXOHV�RQ�WDULII�VFDOLQJ�KDYH�D
QHJDWLYH�LPSDFW�RQ�WKH�FDSDFLW\�RI�GHYHORSLQJ�QDWLRQV�WR�UHILQH�WKHLU�SURGXFWV�DQG�GHYHORS�WKHLU
LQGXVWULHV�LQ�RUGHU�WR�HOLPLQDWH�WKHLU�GHSHQGHQFH�RQ�WKH�H[SRUW�RI�UDZ�PDWHULDOV��7DULII�VFDOLQJ
PHDQV�WKHUHIRUH�WKDW�WKH�(8�UHILQLQJ�LQGXVWU\�LV�SURWHFWHG�LQ�UHODWLRQ�WR�WKH�ODERXU�LQSXW�LQWR�WKH
SURGXFW��3URWHFWLQJ�WKLV�UHILQLQJ�LQGXVWU\��PDNHV�LW�SURILWDEOH�IRU�(8�FRXQWULHV�WR�H[SRUW�SURGXFWV
LQ�D�UHILQHG�VWDWH�

$ZDUHQHVV�RI�WKLV�VLWXDWLRQ�OHG�WR�UHTXHVWV�IURP�WKH�GHYHORSLQJ�QDWLRQV�LQ�WKH�����V�IRU�SUHIHUHQWLDO
WDULII�WUHDWPHQW�RI�LQGXVWULDO�SURGXFWV�LQ�SDUWLFXODU��$V�D�UHVXOW�RI�WKHVH�GHPDQGV�PRVW�LQGXVWULDO�
LVHG�QDWLRQV�HVWDEOLVKHG�WKH�FXUUHQW�V\VWHP�RI�SUHIHUHQFHV�DW�WKH�EHJLQQLQJ�RI�WKH�����V��'XH�WR�WKH
GUDPDWLF�UHGXFWLRQ�LQ�WDULIIV�IROORZLQJ�WKH�*$77�:+2�QHJRWLDWLRQV��WKH�HFRQRPLF�VLJQLILFDQFH
RI�WDULII�VFDOLQJ�KDV�DOVR�OHVVHQHG��+RZHYHU��WKH�ODWHVW�WDULII�FXWV��EURXJKW�DERXW�E\�WKH�8UXJXD\
5RXQG�DJUHHPHQWV��KDYH�OHG�WR�DQ�LQFUHDVH�LQ�UHODWLYH�WDULII�VFDOLQJ�IRU�FHUWDLQ�SURGXFWV��DOEHLW�DW�D
ORZHU�OHYHO�WKDQ�SUHYLRXVO\�

������8LI�+IRIVEP�7]WXIQ�SJ�4VIJIVIRGIW��+74�
*63�*HQHUDO�6\VWHP�RI�3UHIHUHQFHV��LV�DQ�DJUHHPHQW�ZKLFK�PHDQV�WKDW�GHYHORSLQJ�QDWLRQV�DUH
DIIRUGHG�SUHIHUHQWLDO�WDULIIV��WDULII�UHGXFWLRQV��E\�WKH�LQGXVWULDOLVHG�QDWLRQV��*63�KDV�EHHQ�GHYHO�
RSHG�YLD�H[WHQVLYH�QHJRWLDWLRQV�EHWZHHQ�1RUWK�DQG�6RXWK�ZLWKLQ�WKH�IUDPHZRUN�IRU�81&7$'
�8QLWHG�1DWLRQV�&RQIHUHQFH�RQ�7UDGH�DQG�'HYHORSPHQW���7KH�DLP�ZDV�WR�SURPRWH�LQGXVWULDO
JURZWK�LQ�WKH�GHYHORSLQJ�QDWLRQV�WKURXJK�WKH�SURYLVLRQ�RI�PRUH�JHQHURXV�WUDGLQJ�FRQGLWLRQV��7KH
PRVW�GHYHORSHG�GHYHORSLQJ�QDWLRQV�KDYH�KDG�WKH�JUHDWHVW�EHQHILW�IURP�WKH�*63��*HQHUDOO\�VSHDN�
LQJ��*63�KDV�QRW�KDG�WKH�PDMRU�LPSDFW�WKDW�FRXOG�KDYH�EHHQ�H[SHFWHG��7KLV�LV�GXH�WR�WKH�IDFW�WKDW
WKH�PRVW�LPSRUWDQW�SURGXFW�JURXSV�IRU�WKH�GHYHORSLQJ�QDWLRQV��VXFK�DV�WH[WLOH�DQG�FORWKLQJ�SURG�
XFWV��DUH�FRQVLGHUHG�´VHQVLWLYHµ�DQG�WKHUHIRUH�JLYHQ�OHVV�JHQHURXV�WDULII�UDWHV�WKDQ�RWKHU�SURGXFW
JURXSV��$QRWKHU�UHDVRQ�LV�WKDW�WKH�V\VWHPV�DUH�H[WUHPHO\�FRPSOLFDWHG�

,Q�FHUWDLQ�FDVHV��WKH�LPSRUWLQJ�FRXQWULHV�RIIHU�DGGLWLRQDO�WDULII�EUHDNV�LQ�H[FKDQJH�IRU�GHVLUHG�EH�
KDYLRXU�E\�WKH�H[SRUWLQJ�FRXQWULHV��)RU�LQVWDQFH��FHUWDLQ�FRXQWULHV�LQ�6RXWK�DQG�&HQWUDO�$PHULFD
DUH�JLYHQ�HVSHFLDOO\�IDYRXUDEOH�WUHDWPHQW�WR�HQFRXUDJH�WKHP�WR�ILJKW�WKH�QDUFRWLFV�LQGXVWU\��2QH
SURSRVDO�FXUUHQWO\�XQGHU�GLVFXVVLRQ�ZLWKLQ�WKH�(8�LV�IRU�WKH�GHYHORSLQJ�QDWLRQV�WR�EH�RIIHUHG�DGGL�
WLRQDO�WDULII�UHGXFWLRQV�LI�WKH\�DGKHUH�WR�D��LQWHUQDWLRQDO�ODERXU�ULJKWV�DQG�E��,QWHUQDWLRQDO�7URSLFDO
7LPEHU�2UJDQLVDWLRQ�UHFRPPHQGDWLRQV�RQ�VXVWDLQDEOH�IRUHVW�SURGXFWLRQ��ZKHQ�H[SRUWLQJ�VXVWDLQ�
DEOH�IRUHVW�SURGXFWV�
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������'SYRXV]�SJ�SVMKMR�VYPIW
$OO�SUHIHUHQWLDO�WUHDWPHQW�SUHVXSSRVHV�WKDW�WKH�H[SRUW�JRRGV�DUH�SURFHVVHG�LQ�WKH�FRXQWU\�RI�RULJLQ
WR�WKH�SUHVFULEHG�GHJUHH��,I�WKH�LPSRUWHU�QDWLRQ�LV�WR�EH�DEOH�WR�GHWHUPLQH�LI�D�SURGXFW�VKRXOG�EH
JLYHQ�SUHIHUHQWLDO�WUHDWPHQW��WKH�H[WHQW�RI�ZKLFK�LPSRUWHG�FRPSRQHQWV�KDYH�EHHQ�XVHG�LQ�LWV�SUR�
GXFWLRQ�PXVW�EH�NQRZQ��7KLV�PHDQV�WKDW�WKH�SURGXFW�PXVW�VDWLVI\�WKH�SUHVFULEHG�UXOHV�RI�RULJLQ�WR
EH�JUDQWHG�WDULII�UHGXFWLRQV�LQ�DFFRUGDQFH�ZLWK�WKH�V\VWHP�RI�SUHIHUHQFH��7KH�SURSRUWLRQ�RI�FRP�
SRQHQWV�WKDW�PD\�EH�LPSRUWHG�LV�VSHFLILHG�IRU�HDFK�SURGXFW�JURXS��7KH�UXOHV�IRU�WKLV�DUH�H[WUHPHO\
FRPSOLFDWHG��7KH�UXOHV�IRU�DFFXPXODWLRQ�PHDQ�WKDW�SURFHVVLQJ�WKDW�KDV�EHHQ�GRQH�LQ�GLIIHUHQW
FRXQWULHV�ZKLFK�DUH�PHPEHUV�RI�D�IUHH�WUDGH�DUHD�RU�E\�DJUHHPHQW�PD\�EH�FRPELQHG�LQ�RUGHU�WR�EH
DEOH�WR�EH�JUDQWHG�D�FHUWDLQ�GHJUHH�RI�SUHIHUHQFH�RU�WDULII�IUHH�VWDWXV�

7KH�UXOHV�RI�RULJLQ�FDQ�DSSHDU�UHVWULFWLYH�IRU�H[SRUWV�IURP�DQG�RSSRUWXQLWLHV�IRU�LQGXVWULDO�GHYHO�
RSPHQW�LQ�WKH�GHYHORSLQJ�QDWLRQV��DV�WKH�V\VWHP�PLOLWDWHV�DJDLQVW�VLPSOH�DVVHPEO\�LQGXVWULHV��ZKLFK
DUH�GHSHQGHQW�RQ�LPSRUWHG�FRPSRQHQWV�

����8LI�)9
W�XVEHMRK�TVIJIVIRGIW
$V�SUHYLRXVO\�PHQWLRQHG��WKH�(8�RSHUDWHV�D�VHOHFWLYH�WUDGLQJ�SROLF\�WRZDUGV�WKH�GHYHORSLQJ�QD�
WLRQV��L�H��GLIIHUHQW�JURXSV�RI�GHYHORSLQJ�QDWLRQV�DUH�DIIRUGHG�GLIIHUHQW�SUHIHUHQWLDO�WUHDWPHQW��,Q
SULQFLSDO��WKHUH�DUH�WKUHH�OHYHOV�RI�SUHIHUHQWLDO�WUHDWPHQW�

+74�0EXMR�%QIVMGER�ERH�%WMER�GSYRXVMIW
6RPH����RU�VR�FRXQWULHV�LQ�$VLD�DQG�/DWLQ�$PHULFDQ�DUH�DIIHFWHG�E\�WKH�JHQHUDO�V\VWHP�RI�SUHIHU�
HQFH��ZKLFK�RIIHUV�D�WDULII�UHGXFWLRQ�ZKLFK�LV�UHODWHG�WR�KRZ�´VHQVLWLYHµ�WKH�SURGXFW�LV��'HYHORSLQJ
QDWLRQV�ZKLFK�DSSO\�LQWHUQDWLRQDO�UXOHV�RQ�ODERXU�ULJKWV�DQG�WKH�HQYLURQPHQW�DUH�HOLJLEOH�IRU�DGGL�
WLRQDO�SUHIHUHQFHV�DFFRUGLQJ�WR�WKH�(8�*63�GLUHFWLYH��+RZ�WKLV�FDQ�EH�WUDQVODWHG�LQWR�SUDFWLFH�LV
FXUUHQWO\�XQGHU�GLVFXVVLRQ�ZLWKLQ�WKH�(8�

8LI�1IHMXIVVERIER�GSYRXVMIW�r�1EKLVIF�ERH�1EWLVIU�GSYRXVMIW
$�JURXS�RI�0HGLWHUUDQHDQ�FRXQWULHV�KDYH�D�PRUH�IDYRXUDEOH�DJUHHPHQW�ZLWK�WKH�(8�WKDQ�*63�
7KHVH�DUH�WKH�0DJKUHE�FRXQWULHV��$OJHULD��0RURFFR�DQG�7XQLVLD��DQG�WKH�0DVKUHT�FRXQWULHV
�(J\SW��-RUGDQ��/HEDQRQ��,VUDHO��WKH�3DOHVWLQLDQ�$XWKRULW\�FRQWUROOHG�DUHDV��DQG�6\ULD���7KHVH
FRXQWULHV�KDYH��RU�DUH�QHJRWLDWLQJ��PXWXDO�WUDGLQJ�DJUHHPHQWV�ZLWK�WKH�(8��VLJQHG�FRXQWU\�E\
FRXQWU\��7KH\�PD\�VHOO�WKHLU�LQGXVWULDO�SURGXFWV�WR�WKH�(8�WDULII�DQG�TXRWD�IUHH��ZLWK�WKH�H[FHSWLRQ
RI�UHILQHG�RLO�SURGXFWV��FHUWDLQ�WH[WLOHV��DQG�DJULFXOWXUDO�SURGXFWV��LQ�JHQHUDO��WKRVH�WKDW�FRPSHWH
ZLWK�(8�DJULFXOWXUH���

%'4�GSYRXVMIW
7KH�$&3��$IULFDQ��&DULEEHDQ��3DFLILF��JURXS�RI�FRXQWULHV�KDYH�WKH�PRVW�DGYDQWDJHRXV�WUDGLQJ
UXOHV�ZLWK�WKH�(8��DFFRUGLQJ�WR�WKH�VR�FDOOHG�/RPp�$JUHHPHQW��7KH�JURXS�PDLQO\�FRPSULVHV�IRU�
PHU�FRORQLHV�RI�(8�FRXQWULHV�DQG�QXPEHUV����VWDWHV�WRGD\��VLQFH�6RXWK�$IULFD�MRLQHG�XS�WR�VHYHUDO
SDUWV�RI�WKH�/RPp�$JUHHPHQW�LQ�$SULO�������7KH�PDMRULW\�RI�/'&�QDWLRQV�EHORQJ�WR�WKLV�JURXS�
7KH�RWKHU�/'&�QDWLRQV�QRZ�UHFHLYH�WKH�VDPH�SUHIHUHQWLDO�WUHDWPHQW�DV�WKH�/RPp�QDWLRQV��H[FHSW
IRU�FHUWDLQ�DJULFXOWXUDO�SURGXFWV�

7KH�/RPp�$JUHHPHQW�SURYLGHV�WDULII�IUHH�DFFHVV�WR�WKH�(8�PDUNHW�IRU�LQGXVWULDO��WH[WLOH�DQG�FORWK�
LQJ�JRRGV��%URDGO\�VSHDNLQJ��DOO�DJULFXOWXUDO�SURGXFWV�DUH�WDULII�IUHH��H[FHSW�LQ�FHUWDLQ�FDVHV�ZKHUH�D
SUHVFULEHG�YROXPH�LV�SHUPLWWHG�DW�D�UHGXFHG�WDULII��RU�WDULII�IUHH��VR�FDOOHG�TXRWDV��7RWDO�DFFXPXOD�
WLRQ�LV�DSSOLHG�EHWZHHQ�WKH�(8�DQG�$&3�FRXQWULHV��ZKLFK�PHDQV�WKDW�SURGXFWLRQ�VWDJHV�WKDW�DUH
�����������������������������������������������������
��:KHQ�6SDLQ��3RUWXJDO�DQG�*UHHFH�MRLQHG�WKH�(8��WKH�DJUHHPHQWV�RQ�ZLQH��ROLYH�RLO��RUDQJHV�HWF��ZHUH�PDGH�VWULFWHU�
:LWKLQ�WKH�WH[WLOHV�DUHD��0RURFFR��7XQLVLD�DQG�(J\SW�KDYH�EHHQ�IRUFHG�WR�DFFHSW�´YROXQWDU\µ�H[SRUW�FHLOLQJV�RQ�WH[WLOHV
DQG�FORWKLQJ�
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SHUIRUPHG�LQ�RQH�RI�WKH�DJUHHPHQW�SDUW\�FRXQWULHV�FDQ�EH�SXW�WRJHWKHU�DQG�FRXQW�DV�VXIILFLHQW
SURFHVVLQJ�WR�HQDEOH�ILQDO�SURGXFWLRQ�WR�EH�JLYHQ�SUHIHUHQWLDO�WUHDWPHQW�

������8I\XMPI�ERH�GPSXLMRK�KSSHW��EKVMGYPXYVEP�ERH�JMWL�TVSHYGXW
7KH�(8�WUDGH�SROLFLHV�IRU�WKUHH�VHFWRUV�ZKLFK�DUH�FHQWUDO�WR�GHYHORSLQJ�QDWLRQ�H[SRUWV�DUH�GLV�
FXVVHG�EHORZ�

��������7H[WLOH�DQG�FORWKLQJ�JRRGV
7KH�WH[WLOH�DQG�FORWKLQJ�LQGXVWU\�LV�YHU\�VLJQLILFDQW�IRU�PDQ\�GHYHORSLQJ�QDWLRQV��7KH�FORWKLQJ�LQ�
GXVWU\��LQ�FRQWUDVW�WR�WKH�WH[WLOH�LQGXVWU\��GRHV�QRW�UHTXLUH�PDMRU�LQYHVWPHQW�DQG�LV�RIWHQ�WKH�ILUVW
LPSRUWDQW�LQGXVWU\�HVWDEOLVKHG�LQ�D�GHYHORSLQJ�QDWLRQ��7DULII�IUHH�WUDGH�DQG�IUHH�TXRWDV�DSSOLHV�WR
WH[WLOHV�IURP�WKH�$&3�FRXQWULHV�DQG�/'&�FRXQWULHV�RXWVLGH�WKH�$&3�DUHD�WRGD\��SOXV�&ROXPELD�
9HQH]XHOD��(FXDGRU��3HUX�DQG�%ROLYLD��7KH�*63�UXOHV�DSSO\�WR�RWKHU�GHYHORSLQJ�QDWLRQV��ZKLFK
PHDQV�WDULIIV�DUH�UHGXFHG�E\����SHU�FHQW�IRU�WH[WLOH�DQG�FORWKLQJ�SURGXFWV��2XWVLGH�WKH�*63��WKH
(8�WDULII�RQ�WH[WLOH�DQG�FORWKLQJ�SURGXFWV�LV����SHU�FHQW�RQ�DYHUDJH��:LWK�WKH�*63�SUHIHUHQFHV��WKH
WDULII�UDWH�LV������SHU�FHQW�

*63�FHUWLILFDWLRQ�RI�RULJLQ�ODEHOOLQJ�GHPDQGV�DSSO\�IRU�DOO�W\SHV�RI�SUHIHUHQWLDO�WUHDWPHQW��)RU
FORWKLQJ�WKLV�PHDQV�WKDW�DOO�ZHDYLQJ�DQG�VHZLQJ�PXVW�KDYH�EHHQ�GRQH�LQ�WKH�H[SRUWLQJ�FRXQWU\�
)RU�NQLWWHG�PDWHULDOV��WKH�VSLQQLQJ��NQLWWLQJ�DQG�VHZLQJ�PXVW�KDYH�EHHQ�GRQH�LQ�WKH�H[SRUWLQJ
FRXQWU\��7KH�UXOHV�RI�RULJLQ�DUH�D�VRXUFH�RI�PDMRU�SUREOHPV�IRU�GHYHORSLQJ�QDWLRQV�ZKLFK�LPSRUW
FORWK�IRU�WKHLU�FORWKLQJ�LQGXVWU\�LQ�SDUWLFXODU��DV�WKHVH�FDQQRW�UHFHLYH�SUHIHUHQWLDO�WUHDWPHQW�

7H[WLOHV�DQG�FORWKLQJ�JRRGV�DUH�WKH�RQO\�SURGXFWV�VXEMHFWHG�WR�TXDQWLWDWLYH�WUDGLQJ�UHVWULFWLRQV
ZLWKLQ�WKH�(8��:LWKLQ�WKLV�DUHD��SURWHFWLRQLVW�LQWHUHVWV�KDYH�EHHQ�DOORZHG�WR�WDNH�SUHFHGHQFH�RYHU
WKH�SULQFLSOH�RI�IUHH�WUDGH��+RZHYHU�LQ�WKH�8UXJXD\�5RXQG�LW�ZDV�GHFLGHG�WKDW�WKH�(8��DV�ZLWK�WKH
RWKHU�LQGXVWULDOLVHG�QDWLRQV��VKRXOG�VXFFHVVLYHO\�DEROLVK�WKH�LPSRUW�TXRWDV�E\�WKH�\HDU��������7KH
DEROLWLRQ�RI�TXRWDV�ZLOO�VWDUW�ZLWK�WKH�OHDVW�LPSRUWDQW�SURGXFWV��7KH�LPSRUW�TXRWD�V\VWHP�KDV�ERWK
ZLQQHUV�DQG�ORVHUV��7KH�ZLQQHUV�DUH�D�QXPEHU�RI�/'&�FRXQWULHV�ZKR�FDQ�JDLQ�RUGHUV�GXH�WR�WKH
IDFW�WKDW�PRUH�VXFFHVVIXO�GHYHORSLQJ�QDWLRQV�KDYH�DOUHDG\�ILOOHG�WKHLU�DOORFDWHG�TXRWD��:KHQ�WKH
TXRWDV�FHDVH��WKH�LPSRUWHUV�ZLOO�EH�DEOH�WR�SODFH�RUGHUV�RI�DQ\�VL]H�WKH\�ZDQW�ZLWK�WKH�FRXQWULHV
SHUFHLYHG�DV�WKH�PRVW�DGYDQWDJHRXV�DQG�WKH�QHHG�WR�WXUQ�WR�/'&�FRXQWULHV�WR�PDNH�XS�WKHLU�WRWDO
UHTXLUHPHQWV�ZLOO�GLVDSSHDU��,W�LV�WKHUHIRUH�LPSRUWDQW�WKDW�WKH�/'&�FRXQWULHV�DUH�JLYHQ�WKH�RSSRUWXQLW\�WR�LQ�
FUHDVH�WKHLU�PDUNHW�DFFHVV�DV�VRRQ�DV�SRVVLEOH�LQ�RUGHU�WR�EH�DEOH�WR�IDFH�XS�WR�WKH�QHZ�FRQGLWLRQV�DIWHU�WKH�\HDU������

0DQ\�GHYHORSLQJ�QDWLRQV�KDYH�H[KLELWHG�H[WUHPH�FRQFHUQ�WKDW�WKH�LQGXVWULDOLVHG�QDWLRQV�ZLOO�WU\�WR
UHWDLQ�D�UHVWULFWLYH�VWDQFH�DJDLQVW�WH[WLOHV�DQG�FORWKLQJ�LPSRUWV�YLD�YHKLFOHV�VXFK�DV�VWULQJHQW�HQYL�
URQPHQW�GHPDQGV�DQG�DQWL�GXPSLQJ�WDULIIV��7KH�DEROLWLRQ�RI�TXRWDV�RQO\�DSSOLHV�WR�FRXQWULHV�WKDW
DUH�PHPEHUV�RI�WKH�:72��$V�&KLQD�LV�RQH�RI�WKH�ZRUOG·V�ODUJHVW�H[SRUWHUV�RI�FORWKLQJ��SRZHUIXO
IRUFHV�DUH�VHHNLQJ�WR�NHHS�WKH�FRXQWU\�RXWVLGH�WKH�:72�

��������$JULFXOWXUDO�SURGXFWV
$JULFXOWXUDO�SURGXFWLRQ�LV�RQH�RI�WKH�PRVW�SURWHFWHG�VHFWRUV�LQ�WKH�ZRUOG�HFRQRP\��7KH�(8·V
&RPPRQ�$JULFXOWXUDO�3ROLF\��&$3��²�IDYRXUV�LWV�IDUPHUV�DQG�SURWHFWV�WKH�PRUH�VSDUVHO\�SRSXODWHG
UHJLRQV�ZLWKLQ�WKH�(8��'LIIHUHQW�W\SHV�RI�IDUPLQJ�VXEVLGLHV�PDNH�XS�WKH�ODUJHVW�VLQJOH�LWHP�LQ�WKH
(8�EXGJHW��7KLV�LV�QRW�VLPSO\�GXH�WR�WKH�IDFW�WKDW�WKH�OHYHO�RI�VXEVLGLHV�LV�KLJK��EXW�DOVR�EHFDXVH�WKH
FRPPRQ�DJULFXOWXUDO�SROLF\�LV�WRWDOO\�KDUPRQLVHG�ZLWK�FRPPRQ�ILQDQFLQJ��LQ�FRQWUDVW�WR�PRVW
RWKHU�VHFWRUV��ZKHUH�WKH�ILQDQFLQJ�LV�HLWKHU�VKDUHG�RU�ZKROO\�QDWLRQDO�

7KH�8UXJXD\�5RXQG�PHDQV�WKDW�WKH�SUHYLRXV�ZLGH�YDULHW\�RI�GLIIHUHQW�WUDGLQJ�EDUULHUV�LV�UHSODFHG
E\�WDULIIV��ZKLFK�KDV�PDGH�WUDGLQJ�FRQGLWLRQV�PRUH�WUDQVSDUHQW��(8�WDULIIV�RQ�DJULFXOWXUDO�SURGXFWV

�����������������������������������������������������
��6ZHGHQ�DEROLVKHG�XQLODWHUDO�UHVWULFWLRQV�RQ�WH[WLOH�DQG�FORWKLQJ�SURGXFWV�LQ�������EXW�ZDV�IRUFHG�WR�UHLQWURGXFH�WKHP
RQ�HQWU\�WR�WKH�(8
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FDQ�EH�YHU\�KLJK�DQG�DPRXQW�WR�VHYHUDO�KXQGUHG�SHU�FHQW��+RZHYHU�WKH�OHYHOV�YDU\�FRQVLGHUDEO\
GHSHQGLQJ�RQ�WKH�VL]H�RI�WKH�(8�KDUYHVWV�DQG�WKH�GHYHORSPHQW�RI�ZRUOG�PDUNHW�SULFHV��IRU�LQ�
VWDQFH��DW�FHUWDLQ�WLPHV�WKHUH�DUH�H[SRUW�GXWLHV�UDWKHU�WKDQ�LPSRUW�WDULIIV�RQ�JUDLQ�

$JULFXOWXUDO�SURGXFWV�DUH�H[HPSWHG�IURP�WKH�:72�EDQ�RQ�H[SRUW�VXEVLGLHV��7KLV�KDV�D�QHJDWLYH
HIIHFW�RQ�IDUPLQJ�SURGXFWLRQ�LQ�WKH�GHYHORSLQJ�QDWLRQV�DV�LPSRUWHG�DJULFXOWXUDO�SURGXFWV�IURP�H�J�
WKH�(8�FDQ�EH�VROG�DW�EHORZ�WKH�FRVW�RI�SURGXFWLRQ��ZKLFK�GLVWRUWV�WKH�PDUNHW�SULFHV�

7KH�(8�WUDGH�SROLF\�LQ�WKH�DJULFXOWXUDO�VHFWRU�FDXVHV�JUHDW�GLIILFXOWLHV�IRU�GHYHORSLQJ�QDWLRQ�H[�
SRUWHUV��0DQ\�GHYHORSLQJ�QDWLRQV�KDYH�WKH�SRWHQWLDO�WR�LQFUHDVH�H[SRUWV�RI�DJULFXOWXUDO�SURGXFWV
LQFOXGLQJ�D�SURSRUWLRQ�RI�RUJDQLF�FURSV��7KH�KLJK�WDULIIV�PDNH�PDUNHW�DFFHVV�PRUH�GLIILFXOW�IRU�WKH
GHYHORSLQJ�QDWLRQV�KRZHYHU��DV�WKH�SURGXFHUV�DUH�IRUFHG�WR�NHHS�WKHLU�SULFHV�XQUHDVRQDEO\�ORZ�WR
FRPSHQVDWH�IRU�WKH�WDULII�DQG�WUDQVSRUW�FRVWV��([SRUWV�WR�RWKHU�UHJLRQV�DUH�DOVR�PDGH�PRUH�GLIILFXOW
GXH�WR�WKH�QHHG�WR�FRPSHWH�ZLWK�VXEVLGLVHG�ZRUOG�PDUNHW�SULFHV��(YHQ�RQ�WKHLU�RZQ�GRPHVWLF�PDU�
NHWV��WKH�GHYHORSLQJ�QDWLRQV�DUH�IRUFHG�WR�FRPSHWH�ZLWK�SURGXFWV�WKDW�DUH�VXEVLGLVHG�E\�H[SRUW�RU
RWKHU�JUDQWV�

7KH�LQGXVWULDOLVHG�QDWLRQV�KDYH�XQGHUWDNHQ�WR�UHGXFH�WKHLU�WDULIIV�E\�DQ�DYHUDJH�RI����SHU�FHQW�XS
WR�WKH�\HDU�������7KH�HIIHFWV�RI�WKLV�GHFLVLRQ�ZLOO�KRZHYHU�EH�OLPLWHG�RU�QHJOLJLEOH�DV�WKHVH�WDULII
FXWV�DUH�EDVHG�RQ�WKH�VLWXDWLRQ�LQ�����²���ZKHQ�ERUGHU�SURWHFWLRQ�ZDV�KLJKHU�WKDQ�WRGD\�GXH�WR
H[WUHPHO\�ORZ�ZRUOG�PDUNHW�SULFHV�

7KH�H[SRUW�RI�RUJDQLFDOO\�JURZQ�DJULFXOWXUDO�SURGXFWV�RXJKW�WR�EH�DQ�RSSRUWXQLW\�IRU�WKH�GHYHO�
RSLQJ�QDWLRQV�WR�JDLQ�JUHDWHU�PDUNHW�DFFHVV��,Q�WKH�GHYHORSLQJ�QDWLRQV��FURSV�DUH�RIWHQ�JURZQ
ZLWKRXW�SHVWLFLGHV�RU�DGGLWLYHV�IRU�UHDVRQV�RI�WUDGLWLRQ�DQG�D�VKRUWDJH�RI�FDSLWDO�DQG�WHFKQRORJ\�
DQG�DOVR�EHFDXVH�WUDGLWLRQDO�V\VWHPV�RI�FXOWLYDWLRQ�VRPHWLPHV�SURYH�KLJKO\�HIIHFWLYH��7KH\�RIWHQ
DOVR�PDLQWDLQ�D�JUHDW�YDOXH�RI�ORFDO�NQRZOHGJH�DQG�ELRGLYHUVLW\��+RZHYHU�RUJDQLF�IDUPLQJ�SURG�
XFWV�DUH�FRQIURQWHG�E\�VLJQLILFDQW�REVWDFOHV�DFFRUGLQJ�WR�(8�GLUHFWLYH���������LQ�RUGHU�WR�EH�DS�
SURYHG�DQG�VROG�DV�RUJDQLF��VHH�DOVR�VHFWLRQ����������

��������)LVKLQJ
)LVKLQJ�LV�DQ�LPSRUWDQW�HFRQRPLF�IDFWRU�LQ�PDQ\�SRRU�FRDVWDO�FRXQWULHV��)LVK�LV�RIWHQ�WKH�PDLQ
VRXUFH�RI�SURWHLQ�IRU�WKH�FRDVWDO�SRSXODWLRQ��7KH�ORFDO�FRDVWDO�ILVKLQJ�LV�GRQH�IURP�VPDOO�ERDWV�DQG
WKH�FDWFKHV�DUH�QRW�WRR�ODUJH�WR�GLVWXUE�WKH�EDODQFH�RI�WKH�ILVK�VWRFN�

7KH�/RPp�&RQYHQWLRQ�LQFOXGHV�DQ�LQEXLOW�REVWDFOH�WR�WKH�WDULII�IUHH�H[SRUW�RI�ILVK��)RU�WDULII�IUHH�
GRP�WR�DSSO\�WR�ILVK�RU�ILVK�SURGXFWV�IURP�$&3�FRXQWULHV��WKH�ILVK�PXVW�EH�FDXJKW�IURP�ERDWV
ZKLFK�DUH�DW�OHDVW����SHU�FHQW�RZQHG�E\�WKHVH�FRXQWULHV�RU�(8�FRXQWULHV��7KLV�FODXVH�ZDV�LQWUR�
GXFHG�WR�SUHYHQW�ERDWV�IURP�RWKHU�FRXQWULHV�JDLQLQJ�DGGLWLRQDO�SUHIHUHQFHV��WR�ZKLFK�WKH\�DUH�QRW
HQWLWOHG��E\�ODQGLQJ�WKHLU�FDWFK�LQ�DQ�$&3�FRXQWU\��0DQ\�$&3�FRXQWULHV�GR�QRW�KDYH�DFFHVV�WR
HVSHFLDOO\�ODUJH�ERDWV��,I�WKH\�KLUH�ERDWV�IURP�D�WKLUG�FRXQWU\��WKH\�QR�ORQJHU�KDYH�WKH�ULJKW�WR�SUHI�
HUHQWLDO�WUHDWPHQW��7KLV�FODXVH�LQ�WKH�SUHIHUHQWLDO�WUHDWPHQW�RI�ILVKLQJ�SURGXFWV�LV�D�FRQWULEXWRU\
IDFWRU�LQ�WKH�WUDQVIHU�RI�ILVKLQJ�ULJKWV�WR�ILVKLQJ�IOHHWV�RI�RWKHU��RIWHQ�(8��FRXQWULHV�

7KH�(8�SURYLGHV�DLG�WR�PDQ\�FRXQWULHV�WR�VXSSRUW�WKH�GHYHORSPHQW�RI�WKH�ORFDO�ILVKLQJ�LQGXVWU\
ERWK�IRU�GRPHVWLF�FRQVXPSWLRQ�DQG�H[SRUW��$W�WKH�VDPH�WLPH�DV�DJUHHLQJ�DLG�WR�WKH�ORFDO�ILVKLQJ
LQGXVWU\��WKH�(8�VLJQV�D�WUDGLQJ�DJUHHPHQW�ZLWK�WKHVH�FRXQWULHV�ZKLFK�JLYHV�WKH�(XURSHDQ�FRXQ�
WULHV�DFFHVV�WR�WKH�ILVKLQJ�ZDWHUV�RI�WKH�GHYHORSLQJ�QDWLRQV��$JUHHPHQWV�DUH�QHJRWLDWHG�ZLWK�WKH
JRYHUQPHQWV�RI�WKHVH�FRXQWULHV�VXFK�WKDW�WKH\�UHFHLYH�ILQDQFLDO�FRPSHQVDWLRQ�IRU�JLYLQJ�XS�WKHLU
ILVKLQJ�ULJKWV��7KH�ILVKLQJ�IOHHWV�RI�WKH�(8�FRXQWULHV�SXUVXH�D�SROLF\�RI�LQWHQVLYH�ILVKLQJ�ZKLFK�FRQ�
WULEXWHV�WR�RYHUILVKLQJ�RI�WKH�RFHDQV��7KH�VXUYLYDO�RI�PDQ\�W\SHV�RI�ILVK�VWRFN�LV�WKUHDWHQHG�DQG�ZLWK
LW�WKH�OLYHOLKRRG�RI�WKH�ORFDO�SRSXODWLRQ�

7KLV�VLWXDWLRQ�LV�D�FOHDU�H[DPSOH�RI�WKH�ODFN�RI�KDUPRQ\�EHWZHHQ�WKH�(8·V�WUDGH�DQG�DLG�SROLF\�
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����7YQQEV]
7KH�LQFUHDVH�LQ�LQWHUQDWLRQDO�WUDGH�LV�FUHDWLQJ�RSSRUWXQLWLHV�IRU�GHYHORSLQJ�QDWLRQV�WR�LQFUHDVH�WKHLU
H[SRUWV�DQG�HFRQRPLF�JURZWK��7KHUH�LV�D�ULVN��KRZHYHU��WKDW�WKH�YHU\�SRRUHVW�GHYHORSLQJ�QDWLRQV�LQ
SDUWLFXODU��ZLOO�QRW�EH�DEOH�WR�H[SORLW�WKH�DGYDQWDJHV�RI�D�JOREDO�HFRQRP\��DQG�VR�WKH�HFRQRPLF�JDS
EHWZHHQ�WKHP�DQG�RWKHU�GHYHORSLQJ�QDWLRQV�DQG�WKH�LQGXVWULDOLVHG�ZRUOG�ZLOO�FRQWLQXH�WR�JURZ�

7KH�/'&�FRXQWULHV��OHDVW�GHYHORSHG�FRXQWULHV���DQG�HVSHFLDOO\�WKH�$IULFDQ�QDWLRQV��KDYH�D�UHPDUNDEO\
VPDOO�DQG�VKULQNLQJ�VKDUH�RI�ZRUOG�WUDGH��7KH�/'&�FRXQWULHV·�VKDUH�RI�WRWDO�GHYHORSLQJ�QDWLRQ�H[SRUWV
LV�YHU\�VPDOO��MXVW�����SHU�FHQW�

,QWHUQDWLRQDO�WUDGH�LV�UHJXODWHG�E\�D�VHULHV�RI�DJUHHPHQWV�ZKLFK�DUH�QHJRWLDWHG�DQG�VXSHUYLVHG�E\�WKH
:RUOG�7UDGH�2UJDQLVDWLRQ��:72���3URKLELWLQJ�GLVFULPLQDWLRQ�EHWZHHQ�JRRGV�IURP�GLIIHUHQW�FRXQ�
WULHV�LV�D�IXQGDPHQWDO�SULQFLSOH�LQ�WKH�:72�UHJXODWRU\�IUDPHZRUN��:LWKLQ�WKH�:72��WKHUH�DUH�VSH�
FLILF�DJUHHPHQWV�ZKLFK�UHJXODWH�WHFKQLFDO�VWDQGDUGV�DQG�GLUHFWLYHV��7%7�DJUHHPHQW��SOXV�KHDOWK�GL�
UHFWLYHV�FRYHULQJ�WKH�WUDGH�RI�IRRGVWXIIV��DQLPDOV��SODQWV�DQG�YHJHWDEOHV��636�DJUHHPHQW��

7KH�GHYHORSLQJ�QDWLRQV�IDFH�PDMRU�REVWDFOHV�WR�WKHLU�H[SRUW�JRRGV�LI�WKHVH�GR�QRW�FRPSULVH�UDZ�PDWH�
ULDOV�DQG�HYHQ�WKHQ�DJULFXOWXUDO�SURGXFWV�DUH�QRW�LQFOXGHG��7KH�UROH�RI�WKH�GHYHORSLQJ�QDWLRQV�DV�SUR�
GXFHUV�RI�UDZ�PDWHULDOV�LV�SURPRWHG�E\�WKH�(8�WUDGH�SROLF\��:LWKLQ�WKH�*HQHUDO�6\VWHP�RI�3UHIHU�
HQFHV��*63��IRU�H[DPSOH��ZKLFK�RIIHUV�ORZHU�WDULIIV�WR�GHYHORSLQJ�QDWLRQV��WKHUH�DUH�EXLOW�LQ�REVWDFOHV�²
PDQXIDFWXULQJ�LQGXVWU\�H[SRUWV�DUH�KDPSHUHG�E\�UXOHV�RI�RULJLQ��WKH�WH[WLOH�LQGXVWU\�LV�IDFHG�E\�LPSRUW
TXRWDV�DQG�DJULFXOWXUDO�SURGXFWV�DUH�ODUJHO\�H[FHSWHG��7KH�WUDGLQJ�DGYDQWDJHV�ZLWKLQ�*63�DUH�OHDVW
JHQHURXV�IRU�WKH�SURGXFWV�ZKLFK�DUH�PRVW�LPSRUWDQW�IRU�WKH�H[SRUW�VHFWRUV�RI�GHYHORSLQJ�QDWLRQV�

(8�GLUHFWLYH���������KDV�D�QHJDWLYH�LPSDFW�RQ�WKH�RSSRUWXQLW\�IRU�GHYHORSLQJ�QDWLRQV�WR�H[SRUW�RU�
JDQLF�SURGXFWV��7KH�YDULRXV�WUDGH�REVWDFOHV�ZKLFK�WKH�GHYHORSLQJ�QDWLRQV�IDFH�ZKHQ�VHHNLQJ�WR�H[SRUW
WR�WKH�(8�DUH�YHU\�ZRUU\LQJ�LQ�WKH�ORQJ�WHUP�ERWK�LQ�WHUPV�RI�UHGXFHG�HFRQRPLF�JURZWK�DQG�IRU�HQYL�
URQPHQWDO�UHDVRQV��7KH�GHYHORSLQJ�QDWLRQV·�GHSHQGHQFH�RQ�WKH�H[SRUW�RI�UDZ�PDWHULDOV�OHDGV�WR�PDMRU
VWUDLQV�RQ�WKHLU�HQYLURQPHQW�DV�PDQ\�GHYHORSLQJ�QDWLRQV�LQFUHDVH�WKH�H[WUDFWLRQ�RI�UDZ�PDWHULDOV�WR
PDLQWDLQ�WKHLU�H[SRUW�HDUQLQJV�LQ�WKH�IDFH�RI�IDOOLQJ�UDZ�PDWHULDOV�SULFHV��:KLFK�LV�XOWLPDWHO\�QRW�VXV�
WDLQDEOH�

7KH�(8·V�WUDGH�DQG�DLG�SROLFLHV�DUH�RIWHQ�DW�RGGV�ZLWK�HDFK�RWKHU�ZKHQ�LW�FRPHV�WR�WKH�GHYHORSLQJ
QDWLRQV��$LG�SROLF\�DLPV�RI�VWLPXODWLQJ�VXVWDLQDEOH�GHYHORSPHQW�LQ�WKH�GHYHORSLQJ�QDWLRQV�FDQ�EH�GLIIL�
FXOW�WR�UHDOLVH�LQ�PDQ\�DUHDV�GXH�WR�WKH�(8·V�&RPPRQ�$JULFXOWXUDO�3ROLF\�DQG�UHVWULFWLYH�WUDGH�SROLF\�
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���)RZMVSRQIRXEP�TVSFPIQW�EWWSGMEXIH�[MXL�TVSHYGXMSR
MR�XLI�HIZIPSTMRK�REXMSRW

(QYLURQPHQWDO�LVVXHV�VHOGRP�RFFXS\�D�SURPLQHQW�SODFH�LQ�WKH�GHYHORSLQJ�QDWLRQV��(QYLURQPHQWDO
GHPDQGV�FDQ�EH�H[SHULHQFHG�DV�DQ�REVWDFOH�WR�HFRQRPLF�JURZWK�DQG�ZLWK�LW�LQFUHDVHG�ZHOIDUH��7KH
WUDQVLWLRQ�WR�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�LV�RIWHQ�FRPSOLFDWHG�DQG�FDQ�LQLWLDOO\�UHTXLUH�ILQDQ�
FLDO�UHVRXUFHV��*RYHUQPHQWV�LQ�WKH�GHYHORSLQJ�QDWLRQV�RIWHQ�SULRULWLVH�LQFUHDVHG�SURGXFWLRQ�LQ�RU�
GHU�WR�UHGXFH�SRYHUW\�

7KH�FRPSHWLWLYH�DGYDQWDJH�RI�PDQ\�GHYHORSLQJ�QDWLRQV�RIWHQ�OLHV�LQ�ORZ�FRVWV�GXH�WR�OLWWOH�LQYHVW�
PHQW�LQ�WKH�ZRUNLQJ�HQYLURQPHQW�DQG�ZHDN�DGKHUHQFH�WR�HQYLURQPHQW�ODZV��0DQ\�FRPSRQHQWV
DQG�DGGLWLYHV�ZKLFK�DUH�EDQQHG�LQ�WKH�LQGXVWULDOLVHG�ZRUOG�DUH�VWLOO�XVHG�LQ�WKH�GHYHORSLQJ�QDWLRQV�
:LWKLQ�WKH�ILHOG�RI�H[SRUW�FURS�SURGXFWLRQ��WKH�FKHPLFDO�LQWHQVLYH�PRQRFXOWXUH�GHVWUR\V�WKH�VRLO
DQG�WKH�ELRGLYHUVLW\��([SRUW�FURSV�DUH�DOVR�RIWHQ�JURZQ�RQ�WKH�EHVW�ODQG��D�VLGH�HIIHFW�RI�ZKLFK�LV
WKDW�OHVV�VXLWDEOH�ODQG�LV�XVHG�IRU�QRQ�VXVWDLQDEOH�DJULFXOWXUH��3HVWLFLGHV�DQG�VHZDJH�SDVV�LQWR�ZD�
WHUZD\V�DQG�FDQ�SROOXWH�WKH�VXEVRLO�ZDWHU��3URGXFWLRQ�LQ�WKH�GHYHORSLQJ�QDWLRQV�IUHTXHQWO\�H[SRVHV
WKH�ORFDO�SRSXODWLRQ�DQG�QDWXUH�WR�JUHDWHU�ULVNV�WKDQ�WKH�HTXLYDOHQW�SURGXFWLRQ�LQ�WKH�LQGXVWULDOLVHG
QDWLRQV��7KH�LQIUDVWUXFWXUH�LQYHVWPHQWV�GHVLJQHG�WR�IDFLOLWDWH�SURGXFWLRQ�DQG�H[SRUW�RSSRUWXQLWLHV
DOVR�FDXVH�HQYLURQPHQW�SUREOHPV��)RU�LQVWDQFH��WKH�ELRGLYHUVLW\�LV�RIWHQ�DIIHFWHG�E\�FKDQJHV�LQ
ODQG�XVH��GDPV��PLQHV��HWF���

'HYHORSLQJ�QDWLRQ�LQGXVWULHV�DUH�RIWHQ�ZDVWHIXO�RI�ZDWHU�UHVRXUFHV��ZKLFK�OHDGV�WR�FLW\�EDVHG�LQ�
GXVWULHV�FRPSHWLQJ�ZLWK�KRXVHKROGV�IRU�DFFHVV�WR�ZDWHU��0DMRU�ZDWHU�FRQVXPHUV��VXFK�DV�SDSHU
PLOOV��WH[WLOH�LQGXVWULHV�DQG�WDQQHULHV��RIWHQ�UHVXOW�LQ�WKH�QHLJKERXULQJ�SRSXODWLRQ�KDYLQJ�GLIILFXOW\
JDLQLQJ�DFFHVV�WR�FOHDQ�ZDWHU�

0DQ\�GHYHORSLQJ�QDWLRQ�LQGXVWULHV�DUH�D�ORQJ�ZD\�RII�DFKLHYLQJ�FORVHG�V\VWHPV�ZKLFK�FOHDQVH�HPLV�
VLRQV�RI�SROOXWHG�DLU�DQG�ZDWHU�DQG�UHF\FOH�FKHPLFDOV�DQG�ZDVWH��$�ODFN�RI�DFFHVV�WR�FDSLWDO�WR�IL�
QDQFH�HQYLURQPHQWDO�LPSURYHPHQWV�LV�RQH�VRXUFH�RI�WKH�SUREOHPV��DV�LV�D�VKRUWDJH�RI�WHFKQRORJ\
DQG�NQRZ�KRZ��,Q�PDQ\�GHYHORSLQJ�QDWLRQV�WKHUH�LV�QR�DXWKRULW\�ZLWK�WKH�SRZHU�WR�HQIRUFH�FRP�
SOLDQFH�ZLWK�HQYLURQPHQW�ODZV�DQG�ZKLFK�LV�DEOH�WR�HYDOXDWH�WKH�HQYLURQPHQWDO�FRQVHTXHQFHV�RI
LQGXVWULDO�DQG�LQIUDVWUXFWXUH�SURMHFWV��7KH�ODFN�RI�ORFDO�VWURQJ�SXEOLF�RSLQLRQ�RQ�HQYLURQPHQW�LV�
VXHV�DOVR�PHDQV�WKDW�HQYLURQPHQW�SUREOHPV�ZLWKLQ�LQGXVWU\�DQG�DJULFXOWXUH�LQ�WKH�GHYHORSLQJ�QD�
WLRQV�DUH�JLYHQ�ORZ�SULRULW\�

,Q�PDQ\�GHYHORSLQJ�QDWLRQV��SURGXFHUV�UHFHLYH�VXEVLGLHV�IRU�WKH�OLNHV�RI�IHUWLOLVHUV��FKHPLFDO�SHVWL�
FLGHV��HQHUJ\�DQG�ZDWHU��7KHVH�VXEVLGLHV�DUH�D�FRQWULEXWRU\�IDFWRU�LQ�WKH�UHWHQWLRQ�RI�ROG�WHFKQRO�
RJ\�DQG�SURGXFWV��DQG�PDNH�WKH�WUDQVLWLRQ�WR�PRUH�HIILFLHQW�DQG�FOHDQHU�SURGXFWLRQ�PHWKRGV�PRUH
GLIILFXOW�

7KH�IROORZLQJ�DUH�H[DPSOHV�RI�HQYLURQPHQW�SUREOHPV�FDXVHG�E\�D�QXPEHU�RI�WKH�GHYHORSLQJ�QD�
WLRQV·�PRVW�FRPPRQ�H[SRUW�SURGXFWV�

'SJJII
7KH�ODUJHVW�FRIIHH�SURGXFHUV�DUH�%UD]LO��&RORPELD��&RVWD�5LFD�DQG�*XDWHPDOD�ZKR�WRJHWKHU�FXOWL�
YDWH�DURXQG�WKUHH�TXDUWHUV�RI�DOO�WKH�FRIIHH�LPSRUWHG�LQWR�6ZHGHQ��0RVW��DURXQG����SHU�FHQW��LV
JURZQ�E\�VPDOO�KROGHUV��WKH�UHVW�RQ�ODUJH�SODQWDWLRQV��,Q�RUGHU�WR�PDNH�WKH�FURSV�PRUH�SURILWDEOH�
WKH�JURZHUV�XVH�DQ�HYHU�LQFUHDVLQJ�DPRXQW�RI�SHVWLFLGHV�WR�SURGXFH�ODUJHU�KDUYHVWV�LQ�WKH�VKRUW
WHUP��7KH�IDUP�ZRUNHUV�KDYH�YHU\�OLWWOH�NQRZOHGJH�RQ�KRZ�SRLVRQV�VKRXOG�EH�KDQGOHG�DQG�WKH\
IUHTXHQWO\�ZRUN�ZLWKRXW�DQ\�NLQG�RI�SURWHFWLRQ�
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/MRK�TVE[RW
7KH�IDUPLQJ�RI�NLQJ�SUDZQV�LQ�$VLD�KDV�LQFUHDVHG�IRXU�IROG�LQ�WKH�ODVW�WHQ�\HDUV�VLQFH�WKH�LQWURGXF�
WLRQ�RI�LQWHQVLYH�SUDZQ�IDUPLQJ��7KH�SUDZQ�IDUPV�DUH�EXLOW�LQ�ZHWODQG�DUHDV��PDQJURYH�VZDPSV
DUH�SDUWLFXODUO\�VXLWDEOH�IRU�SUDZQV��7RGD\�DURXQG�KDOI�WKH�ZRUOG·V�PDQJURYH�IRUHVWV�KDYH�EHHQ
FOHDUHG�DQG�SUDZQ�IDUPLQJ�LV�RQH�RI�WKH�PDLQ�UHDVRQV�IRU�WKLV��0DQJURYHV�IRUP�D�XQLTXH�HFR�V\V�
WHP�ZKLFK�DFWV�DV�D�QXUVHU\�IRU�PDQ\�NLQGV�RI�ILVK�DQG�DW�WKH�VDPH�WLPH��SURWHFWV�WKH�EHDFKHV�IURP
HURVLRQ��3UDZQ�IDUPHUV�XVH�DQWLELRWLFV�DQG�RWKHU�FKHPLFDOV�ZKLFK�SROOXWH�WKH�ZDWHU�DQG�ODQG�VR
EDGO\�WKDW�SUDZQ�IDUPV�KDYH�D�OLIH�VSDQ�RI�MXVW��²���\HDUV��DIWHU�ZKLFK�WLPH�SURGXFWLRQ�LV�PRYHG�
OHDYLQJ�WKH�PDQJURYH�VZDPS�GHYDVWDWHG�

&EREREW
6ZHGHV�DUH�WKH�ZRUOG·V�ELJJHVW�EDQDQD�HDWHUV�����NJ�SHU�SHUVRQ�SHU�\HDU��7KH�ELJJHVW�EDQDQD�H[�
SRUWLQJ�FRXQWULHV�DUH�(FXDGRU��3DQDPD��DQG�&RVWD�5LFD��/DUJH�DUHDV�RI�UDLQ�IRUHVW�KDYH�EHHQ
FOHDUHG�WR�JURZ�EDQDQDV��7KH�PRGHUQ�SODQWDWLRQV�DUH�H[WUHPHO\�SHVWLFLGH�LQWHQVLYH��$FFRUGLQJ�WR
:RUOG�&RQVHUYDWLRQ�8QLRQ��,8&1��HVWLPDWHV��DSSUR[LPDWHO\�RQH�DQG�D�KDOI�WRQV�RI�ZDVWH�LV�JHQ�
HUDWHG�IRU�HYHU\�WRQ�RI�EDQDQDV�JURZQ��7KLV�ZDVWH�LQFOXGHV�FKHPLFDO�EDUUHOV�DQG�SODVWLF�VDFNV��7KH
VDFNV�DUH�GUDSHG�RYHU�WKH�EDQDQD�VWHPV�WR�SURWHFW�WKHP�DJDLQVW�LQVHFW�DWWDFN��5HVLGXDO�SRLVRQV�DQG
SODVWLF�VDFNV�FDQ�VRPHWLPHV�EH�VZHSW�RXW�WR�VHD�GXULQJ�WKH�UDLQ\�VHDVRQ��DQG�WKH\�DUH�VXVSHFWHG�RI
EHLQJ�D�FRQWULEXWRU\�IDFWRU�LQ�WKH�GDPDJH�WR�WKH�FRUDO�UHHIV�GLVFRYHUHG�LQ�UHFHQW�\HDUV�

'YX�JPS[IVW
���SHU�FHQW�RI�DOO�FXW�IORZHU�H[SRUWV�QRZ�FRPH�IURP�FRXQWULHV�LQ�WKH�VRXWKHUQ�KHPLVSKHUH��7KH
ELJJHVW�H[SRUWHUV�DUH�.HQ\D�DQG�&RORPELD��&XW�IORZHUV�DUH�DPRQJVW�WKH�PRVW�SHVWLFLGH�LQWHQVLYH
RI�DOO�ODUJH�VFDOH�SODQW�DQG�YHJHWDWLRQ�FXOWLYDWLRQ��)DUPHUV�LQ�WKH�GHYHORSLQJ�QDWLRQV�RIWHQ�XVH�SHV�
WLFLGHV�ZKLFK�DUH�EDQQHG�LQ�WKH�LQGXVWULDOLVHG�ZRUOG��:RUNHUV�RIWHQ�ZRUN�WRWDOO\�XQSURWHFWHG�LQ
YHU\�FORVH�SUR[LPLW\�WR�WKH�SODQWV��)ORZHU�JURZLQJ�LV�DOVR�H[WUHPHO\�ZDWHU�LQWHQVLYH��,Q�IORZHU
JURZLQJ�DUHDV��VLJQLILFDQW�IDOOV�LQ�WKH�JURXQG�ZDWHU�OHYHO�KDYH�EHHQ�UHSRUWHG�

8I\XMPIW�ERH�GPSXLMRK�TVSHYGXW
6ZHGHQ·V�UHTXLUHPHQWV�IRU�WH[WLOHV�DUH�DOPRVW�����SHU�FHQW�PHW�E\�LPSRUWHG�JRRGV��RI�ZKLFK�D
ODUJH�SURSRUWLRQ�FRPHV�IURP�WKH�GHYHORSLQJ�QDWLRQV��7H[WLOHV�DUH�RQH�RI�WKH�PRVW�LPSRUWDQW
VRXUFHV�RI�H[SRUW�UHYHQXH�IRU�PDQ\�GHYHORSLQJ�QDWLRQV�

7H[WLOH�PDQXIDFWXULQJ�LV�H[WUHPHO\�FKHPLFDO�LQWHQVLYH�DW�HYHU\�VWDJH�RI�SURGXFWLRQ��+DOI�RI�RXU
FORWKLQJ�LV�PDQXIDFWXUHG�LQ�FRWWRQ�ZKLFK�LV�JURZQ�LQ�VRPH����FRXQWULHV��WKH�PDMRULW\�RI�ZKLFK�DUH
ZLWKLQ�WKH�GHYHORSLQJ�QDWLRQ�JURXS��&RWWRQ�ILHOGV�PDNH�XS�DURXQG���SHU�FHQW�RI�WKH�ZRUOG·V�FXOWL�
YDWHG�VRLO�EXW�FRQVXPH����SHU�FHQW�RI�WKH�VXP�WRWDO�RI�DJULFXOWXUDO�FKHPLFDOV��&RWWRQ�XQGHUJRHV
VHYHUDO�SURFHVVLQJ�VWDJHV�WR�EH�PDGH�LQWR�FORWK��\DUQ�RU�FORWKLQJ��VSLQQLQJ��EOHDFKLQJ��G\HLQJ�HWF�
$OO�WKHVH�VWDJHV�DUH�YHU\�ZDWHU�LQWHQVLYH�DQG�GLIIHUHQW�FKHPLFDOV�DUH�XVHG�DW�WKH�YDULRXV�VWDJHV�DQG
GXH�WR�SRRU�RU�QRQ�H[LVWHQW�FOHDQLQJ�LQ�WKH�IDFWRULHV��SROOXWH�WKH�JURXQG�DQG�ZDWHUFRXUVHV��7KH
ZRUNLQJ�HQYLURQPHQW�DQG�KHDOWK�DQG�VDIHW\�PHDVXUHV�DUH�LQ�PDQ\�FDVHV�XQVDWLVIDFWRU\�

,MHIW�ERH�PIEXLIV
7KH�OHDWKHU�LQGXVWU\�LV�UHFRJQLVHG�DV�EHLQJ�D�KHDYLO\�SROOXWLQJ�PDQXIDFWXULQJ�VHFWRU��,W�LV�YHU\�ZD�
WHU�LQWHQVLYH�DQG�HPLVVLRQV�IURP�WDQQHULHV�DQG�G\HLQJ�LQGXVWULHV�FRQWDLQ�ODUJH�TXDQWLWLHV�RI�RUJDQLF
DQG�LQRUJDQLF�ZDVWH��7KH�ZRUNHUV�DUH�H[SRVHG�WR�KLJK�OHYHOV�RI�H�J��FKURPLXP��7KH�RUJDQLF�ZDVWH
FDXVHV�K\JLHQH�SUREOHPV�DQG�DOVR�JLYHV�ULVH�WR�XQSOHDVDQW�VPHOOV�LQ�DUHDV�VXUURXQGLQJ�WDQQHULHV�
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/HDWKHU�LV�D�IDVW�JURZLQJ�LQGXVWU\�LQ�WKH�GHYHORSLQJ�QDWLRQV�ZKLFK�VXJJHVWV�IXUWKHU�GDPDJH�WR�WKH
HQYLURQPHQW�XQOHVV�DFWLRQ�LV�WDNHQ�

����7YQQEV]
0DQ\�RI�WKH�PRVW�FRPPRQ�H[SRUW�SURGXFWV�IURP�WKH�GHYHORSLQJ�QDWLRQV�FDXVH�PDMRU�GDPDJH�WR�WKH
HQYLURQPHQW�GXULQJ�PDQXIDFWXUH�DQG�FXOWLYDWLRQ�

/DUJH�VFDOH�FXOWLYDWLRQ�IRU�H[SRUW�GHYDVWDWHV�WKH�VRLO�DQG�ELRGLYHUVLW\��3HVWLFLGHV�DUH�D�KHDOWK�KD]DUG
ERWK�IRU�WKH�SHRSOH�ZKR�DUH�LQ�GLUHFW�FRQWDFW�ZLWK�WKHP�DQG�DOVR�GXH�WR�WKH�IDFW�WKDW�WKH\�OHDFK�LQWR
ODNHV�DQG�ZDWHUZD\V�DQG�FDQ�DOVR�FRQWDPLQDWH�WKH�JURXQG�ZDWHU�

,QGXVWULHV�RIWHQ�HPSOR\�DJHLQJ�WHFKQRORJ\�WKDW�LV�GDQJHURXV�IRU�WKH�HQYLURQPHQW��DQG�LQJUHGLHQWV
DQG�DGGLWLYHV�WKDW�DUH�EDQQHG�LQ�WKH�LQGXVWULDOLVHG�ZRUOG��,QGXVWULHV�DUH�IUHTXHQWO\�ZDVWHIXO�RI�ZDWHU
UHVRXUFHV�DQG�SROOXWH�WKH�ZDWHU��ZKLFK�LV�D�FRQWULEXWRU\�IDFWRU�LQ�UHGXFLQJ�KRXVHKROG�DFFHVV�WR�FOHDQ
ZDWHU�

:HDN�DXWKRULWLHV�ZLWKRXW�WKH�SRZHU�WR�HQIRUFH�OHJLVODWLRQ�RIWHQ�UHVXOWV�LQ�SRRU�REVHUYDQFH�RI�HQYL�
URQPHQW�UHJXODWLRQV�

/RZ�LQFRPHV�DQG�D�ODFN�RI�HQYLURQPHQWDO�DZDUHQHVV�DPRQJVW�WKH�JHQHUDO�SRSXODWLRQ�LQ�WKH�GHYHO�
RSLQJ�QDWLRQV�PHDQV�HQYLURQPHQW�SUREOHPV�DUH�JLYHQ�D�ORZ�SULRULW\�
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��-RXIVREXMSREP�EKVIIQIRXW�SR�HIZIPSTQIRX�ERH�XLI
IRZMVSRQIRX

����%KIRHE���
7KH�81�&RQIHUHQFH�RQ�(QYLURQPHQW�DQG�'HYHORSPHQW��81&('���ZDV�KHOG�LQ�5LR�GH�-DQHLUR�LQ
-XQH�������7KH�FRQIHUHQFH�ZDV�WKH�ODUJHVW�LQ�WKH�81·V�KLVWRU\�DWWHQGHG�E\�����VWDWHV�DQG�WKH�(8�
SOXV�����KHDGV�RI�VWDWH�DQG�JRYHUQPHQW��$W�WKH�FRQIHUHQFH��WKUHH�GRFXPHQWV�ZHUH�SDVVHG�

• 7KH�5LR�'HFODUDWLRQ�ZKLFK�OD\V�GRZQ�WKH�IXQGDPHQWDO�SULQFLSOHV�IRU�KXPDQ�DQG�VRYHUHLJQ�ULJKWV
DQG�UHVSRQVLELOLWLHV�LQ�RUGHU�WR�VHFXUH�RXU�FRPPRQ�IXWXUH

• 7KH�IRUHVWU\�SULQFLSOHV�ZKLFK�SURYLGH�JXLGHOLQHV�RQ�KRZ�WKH�ZRUOG·V�IRUHVWV�VKRXOG�EH�H[SORLWHG
ZLWKRXW�GDPDJLQJ�WKH�HQYLURQPHQW

• $JHQGD����ZKLFK�LV�DQ�DFWLRQ�SURJUDPPH�DKHDG�RI�WKH���VW�&HQWXU\�LQ�RUGHU�WR�JHW�WR�JULSV
ZLWK�WKH�ELJJHVW�HQYLURQPHQW�DQG�GHYHORSPHQW�SUREOHPV

7ZR�FRQYHQWLRQV�ZHUH�ILQDOLVHG�IRU�VLJQDWXUH�LQ�5LR�

• $�FRQYHQWLRQ�RQ�FOLPDWH�WR�FRPEDW�FOLPDWH�FKDQJHV�

• $�FRQYHQWLRQ�RQ�ELRGLYHUVLW\�WR�SUHVHUYH�WKH�GLYHUVLW\�LQ�DQLPDO�DQG�SODQW�OLIH�

$JHQGD����LV�DQ�DFWLRQ�SURJUDPPH�WR�FRQWLQXH�FRPEDWLQJ�WKH�ELJJHVW�HQYLURQPHQW�DQG�GHYHORS�
PHQW�SUREOHPV�LQ�WKLV�FHQWXU\�DQG�WKH�QH[W��$JHQGD����GHWHUPLQHG�WKDW�´LQ�RUGHU�WR�UHDFWLYDWH
DQG�KDVWHQ�GHYHORSPHQW��D�G\QDPLF�DQG�VXSSRUWLYH�LQWHUQDWLRQDO�HFRQRPLF�HQYLURQPHQW�LV�YLWDO�
WRJHWKHU�ZLWK�D�ILUPO\�HVWDEOLVKHG�SROLF\�DW�QDWLRQDO�OHYHOµ��)XUWKHU��LW�VWDWHG�WKDW�´WKH�GHYHORSPHQW
SURFHVV�ZLOO�QRW�DFFHOHUDWH�LI�WKH�ZRUOG�HFRQRP\�ODFNV�YLWDOLW\�DQG�VWDELOLW\�RU�LI�LW�LV�FKDUDFWHULVHG
E\�XQFHUWDLQW\��$QG�QRU�ZLOO�WKLV�DFFHOHUDWLRQ�WDNH�SODFH�LI�WKH�GHYHORSLQJ�QDWLRQV�DUH�EXUGHQHG�E\
IRUHLJQ�GHEW��LI�WKH�ILQDQFLQJ�RI�GHYHORSPHQW�LV�LQDGHTXDWH��LI�WUDGLQJ�EDUULHUV�UHVWULFW�DFFHVV�WR�WKH
PDUNHWV�RU�LI�WKH�GHYHORSLQJ�QDWLRQV·�UDZ�PDWHULDOV�SULFHV�DQG�WUDGLQJ�FRQGLWLRQV�FRQWLQXH�WR�EH
NHSW�DW�DQ�XQVDWLVIDFWRU\�OHYHOµ�

$JHQGD����OLQNV�VXVWDLQDEOH�GHYHORSPHQW�ZLWK�WUDGH�DQG�WKH�HQYLURQPHQW��,Q�FKDSWHU���LW�VWDWHV
WKDW�WKH�LQWHUQDWLRQDO�FRPPXQLW\�´VKRXOG�HQVXUH�WKDW�HQYLURQPHQW�DQG�WUDGLQJ�SROLFLHV�UHLQIRUFH
HDFK�RWKHU��VXFK�WKDW�VXVWDLQDEOH�GHYHORSPHQW�FDQ�EH�DFKLHYHGµ��2WKHU�JRDOV�IRU�$JHQGD����ZLWKLQ
WKH�DUHD�RI�WUDGH�DQG�WKH�HQYLURQPHQW�DUH�WR�SURPRWH�DQ�RSHQ�DQG�IDLU�PXOWLODWHUDO�WUDGLQJ�V\VWHP
ZKLFK�PDNHV�LW�SRVVLEOH�IRU�DOO�FRXQWULHV�²�DQG�HVSHFLDOO\�WKH�GHYHORSLQJ�QDWLRQV�²�WR�LPSURYH�WKHLU
HFRQRPLF�VWUXFWXUHV��&RQFHUWHG�HIIRUWV�VKRXOG�DOVR�EH�PDGH�WR�LPSURYH�WKH�GHYHORSLQJ�QDWLRQV·
DFFHVV�WR�H[SRUW�PDUNHWV�LQ�SDUWLFXODU��7KHVH�JRDOV�DUH�WR�EH�UHDFKHG�E\�VXFK�PHDVXUHV�DV�´VORZLQJ
GRZQ�DQG�UHGXFLQJ�SURWHFWLRQLVP�LQ�RUGHU�WR�DFKLHYH�JUHDWHU�OLEHUDOLVDWLRQ�DQG�H[SDQVLRQ�RI�ZRUOG
WUDGH�IRU�WKH�EHQHILW�RI�DOO�FRXQWULHV��HVSHFLDOO\�WKH�GHYHORSLQJ�QDWLRQV�µ

7KH�LPSOHPHQWDWLRQ�RI�$JHQGD����DVVXPHV�WKDW�WKH�GHYHORSHG�QDWLRQV�ZLOO�VXSSRUW�WKH�GHYHORSLQJ�QDWLRQV�LQ
HYHU\�ZD\�SRVVLEOH��LQFOXGLQJ�ILQDQFLDOO\��LQ�WKH�WUDQVLWLRQ�WR�VXVWDLQDEOH�GHYHORSPHQW�

������92+%77
)LYH�\HDUV�DIWHU�81&('�LQ�5LR��WKH�81�KHOG�D�VSHFLDO�VHVVLRQ�RQ�´5LR���µ��81*$66��8QLWHG
1DWLRQ�*HQHUDO�$VVHPEO\��6SHFLDO�6HVVLRQ���WR�VXPPDULVH�WKH�UHVXOWV�RI�WKH�5LR�&RQIHUHQFH�XS�WR
WKH�SUHVHQW�GDWH��DQG�HVSHFLDOO\�RI�DOO�WKH�UHVROXWLRQV�WKDW�ZHUH�SDVVHG�LQ�$JHQGD�����7KH�LVVXHV
ZKLFK�ZHUH�GLIILFXOW�WR�UHVROYH�LQ������SURYHG�WR�UHPDLQ�IXOO�RI�SUREOHPV��)RU�LQVWDQFH��WKHUH�ZHUH�IHZ
LQLWLDWLYHV�RQ�WKH�SDUW�RI�WKH�LQGXVWULDOLVHG�QDWLRQV�FRQFHUQLQJ�WKH�LVVXHV�RI�SURYLGLQJ�WKH�QHFHVVDU\�ILQDQFLDO�UHVRXUFHV
DQG�WKH�WUDQVIHU�RI�HQYLURQPHQW�IULHQGO\�WHFKQRORJ\�WR�WKH�GHYHORSLQJ�QDWLRQV�
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In contrast to UNCED, UNGASS could not agree on a political declaration where the nations of
the Earth could together advance stances to improve the environment.

����-RXIVREXMSREP�IRZMVSRQIRX�EKVIIQIRXW�ERH�XVEHI�QIEWYVIW
,QWHUQDWLRQDO�FR�RSHUDWLRQ�RQ�WKH�HQYLURQPHQW�LV�GHYHORSHG�DQG�IRUPDOLVHG�YLD�D�VHULHV�RI�LQWHUQD�
WLRQDO�FRQYHQWLRQV��7KHUH�DUH�FXUUHQWO\�DURXQG�����GLIIHUHQW�HQYLURQPHQW�DJUHHPHQWV��RI�ZKLFK���
FRQWDLQ��DV�RQH�RI�VHYHUDO�PHDQV��RSSRUWXQLWLHV�WR�UHVRUW�WR�WUDGLQJ�PHDVXUHV���,Q�UHFHQW�\HDUV�WKH
TXHVWLRQ�RI�WKH�H[WHQW�WR�ZKLFK�WKHVH�WUDGLQJ�PHDVXUHV�DUH�FRPSDWLEOH�ZLWK�WKH�:72�UXOHV�KDV
EHHQ�WKH�VXEMHFW�RI�OLYHO\�GHEDWH�

:LWK�UHJDUG�WR�LPSRUWDQW�JHQHUDO�SROLF\�DLPV��:72�PHPEHUV�DUH�FRUUHFW�WR�WDNH�VWHSV�WR�SURWHFW
FHUWDLQ�RI�WKHLU�RZQ�HQYLURQPHQWDO�UHVRXUFHV�DW�WKH�VDPH�WLPH�DV�WKH�:72�SURWHFWV�WKH�ULJKWV�RI
PHPEHUV�DJDLQVW�DUELWUDU\�RU�XQIDLU�GLVFULPLQDWLRQ�DQG�FRYHUW�UHVWULFWLRQV�WKURXJK�WUDGH��7KH
PXOWLODWHUDO�DJUHHPHQWV�DUH�VHHQ�LQWHUQDWLRQDOO\�DV�D�JRRG�ZD\�WR�GHDO�ZLWK�DQG�FR�RUGLQDWH�HIIRUWV
RQ�JOREDO�HQYLURQPHQW�SUREOHPV�

*$77·V�$UWLFOH�;;�JLYHV�WKH�PHPEHU�QDWLRQV�WKH�RSSRUWXQLW\�WR�WDNH�VWHSV�´QHFHVVDU\�WR�SURWHFW
WKH�OLYHV�DQG�KHDOWK�RI�SHRSOH��DQLPDOV�DQG�YHJHWDWLRQµ��SDUDJUDSK�E��DQG�LQ�RUGHU�WR�´SUHVHUYH
ILQLWH�QDWXUDO�DVVHWV��LI�VXFK�PHDVXUHV�DUH�LPSOHPHQWHG�LQ�FRQQHFWLRQ�ZLWK�UHVWULFWLRQV�RQ�GRPHVWLF
SURGXFWLRQ�DQG�FRQVXPSWLRQµ��SDUDJUDSK�J���7KLV�RQ�FRQGLWLRQ�WKDW�VXFK�PHDVXUHV�DUH�QRW�DSSOLHG
LQ�D�ZD\�WKDW�ZRXOG�HQWDLO�DUELWUDU\�RU�XQMXVWLILHG�GLVFULPLQDWLRQ�EHWZHHQ�FRXQWULHV�ZKHUH�WKH
VDPH�FRQGLWLRQV�SUHYDLO�RU�D�FRYHUW�UHVWULFWLRQ�RQ�LQWHUQDWLRQDO�WUDGH��7KH�ZRUGLQJ�LV�QRW�DEVR�
OXWHO\�FU\VWDO�FOHDU�KHUH�DQG�WKHUH�LV�VFRSH�IRU�GLIIHUHQW�LQWHUSUHWDWLRQV��7R�GDWH�RQO\�D�KDQGIXO�RI
FDVHV�ZLWKLQ�WKH�*$77�DQG�VXEVHTXHQWO\�WKH�:72�DUELWUDWLRQ�V\VWHPV�KDYH�HPEUDFHG�$UWLFOH
;;�

7KH�TXHVWLRQ�RI�WKH�UHODWLRQVKLS�EHWZHHQ�WUDGLQJ�PHDVXUHV�LQ�LQWHUQDWLRQDO�HQYLURQPHQW�DJUHH�
PHQWV�DQG�WKH�:72·V�UHJXODWRU\�IUDPHZRUN�LV�DQ�LPSRUWDQW�LVVXH�RQ�WKH�DJHQGD�IRU�WKH�:72
FRPPLWWHH�IRU�WUDGH�DQG�WKH�HQYLURQPHQW��2Q�WKLV�LVVXH��WKH�(8�WDNHV�WKH�OLQH�WKDW�WUDGLQJ�PHDV�
XUHV�ZKLFK�DUH�DGRSWHG�ZLWKLQ�WKH�IUDPHZRUN�IRU�PXOWLODWHUDO�HQYLURQPHQW�DJUHHPHQWV�VKRXOG�EH
QDPHG�VHSDUDWHO\�DPRQJVW�WKH�H[FHSWLRQV�LQ�$UWLFOH�;;��7KH�(8�FODLPV�WKDW�VXFK�PHDVXUHV�FDQ
EH�QHFHVVDU\�WR�DFKLHYH�WKH�DLP�RI�DQ�HQYLURQPHQW�DJUHHPHQW��WKH�IDFW�WKDW�LW�KDV�EHHQ�VXFFHVVIXOO\
QHJRWLDWHG�PXOWLODWHUDOO\�LV�WKH�EHVW�JXDUDQWHH�DJDLQVW�WKH�ULVN�RI�SURWHFWLRQLVW�DEXVH��7KH�(8�KDV
IXUWKHU�SURSRVHG�WR�DGG�WKH�ZRUG�´HQYLURQPHQWµ�WR�*$77·V�$UWLFOH�;;�DV�DQ�DUHD�ZKLFK�LV�HVSH�
FLDOO\�JLYHQ�SURWHFWLRQ��7KH�(8�DOVR�VXSSRUWV�WKH�GHYHORSPHQW�RI�VXLWDEOH�DQG�HIIHFWLYH�DUELWUDWLRQ
PHFKDQLVPV�IRU�SUHYDLOLQJ�WUDGLQJ�DJUHHPHQWV�DQG�PXOWLODWHUDO�HQYLURQPHQW�DJUHHPHQWV�HWF�

����)RZMVSRQIRX�VIPEXIH�VYPIW�ERH�QEVOIX�HIQERHW
$OWKRXJK�HQYLURQPHQW�UHJXODWLRQV�DQG�HQYLURQPHQW�UHODWHG�PDUNHW�GHPDQGV�DSSO\�HTXDOO\�WR
GRPHVWLF�DQG�IRUHLJQ�PDQXIDFWXUHUV��PDQ\�GHYHORSLQJ�QDWLRQ�DGYRFDWHV�SHUFHLYH�VXFK�HQYLURQ�
PHQW�GHPDQGV�DV�WUDGLQJ�EDUULHUV��7KH\�VHH�WKHP�DV�´JUHHQ�SURWHFWLRQLVPµ��D�QHZ�ZD\�RI�H[FOXG�
LQJ�WKH�GHYHORSLQJ�QDWLRQV�IURP�LQGXVWULDO�QDWLRQ�PDUNHWV��DV�GXULQJ�WKH�FRORQLDO�DJH��$ERYH�DOO�
WKH�GHYHORSLQJ�QDWLRQV�DUH�KLJKO\�FULWLFDO�RI�DOO�DWWHPSWV�WR�LQIOXHQFH�PDQXIDFWXULQJ�PHWKRGV�DQG
WKH�HQYLURQPHQWDO�LPSDFW�RI�SURGXFWLRQ��ZKLFK��LQ�WKHLU�YLHZ��LQIULQJHV�XSRQ�WKHLU�VRYHUHLJQW\�DQG
LV�DQ�XQZDUUDQWHG�PHDQV�RI�LQWHUIHULQJ�LQ�WKH�GRPHVWLF�DIIDLUV�RI�WKHVH�FRXQWULHV�

,Q�WKLV�FRQWH[W�LW�LV�LPSRUWDQW�WR�GLIIHUHQWLDWH�EHWZHHQ�GLIIHUHQW�W\SHV�RI�HQYLURQPHQW�GHPDQGV��RQ
RQH�VLGH�WKH�PDQGDWRU\�UHJXODWLRQV�WKDW�DUH�GHWHUPLQHG�E\�DXWKRULWLHV��DQG�RQ�WKH�RWKHU�KDQG�GH�

�����������������������������������������������������
��([DPSOHV�RI�DJUHHPHQWV�LQFOXGH��7KH�0RQWUHDO�3URWRFRO��UHJXODWHV�R]RQH�GHSOHWLQJ�VXEVWDQFHV��&,7(6��UHJXODWHV�WUDGH
LQ�DQLPDOV�DQG�SODQW�OLIH�WKUHDWHQHG�ZLWK�H[WLQFWLRQ���WKH�%DVOH�&RQYHQWLRQ��UHJXODWHV�WUDGH�LQ�HQYLURQPHQWDOO\�KD]DUGRXV
ZDVWH�
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PDQGV�ZKLFK�WKH�PDUNHW�SOD\HUV��XOWLPDWHO\�WKH�FRQVXPHUV��PDNH�RQ�WKH�FRPSDQLHV��0DQGDWRU\
UHJXODWLRQV�PD\��DV�SUHYLRXVO\�PHQWLRQHG��RQO\�FRYHU�WKH�HQYLURQPHQWDO�LPSDFW�ZKLFK�WKH�ILQLVKHG
SURGXFWV�JLYH�ULVH�WR��)RU�QDWXUDO�UHDVRQV��WKHUH�DUH�QR�FRUUHVSRQGLQJ�UHVWULFWLRQV�IRU�FRQVXPHU
GHPDQGV�DQG�ZKLFK�WKH�H[SRUWHUV�WKHPVHOYHV�FKRRVH�ZKHWKHU�WKH\�ZLVK�WR�PHHW��,W�FDQ�EH�HDVLHU
IRU�LQGLYLGXDO�H[SRUWHUV�DQG�GHYHORSLQJ�QDWLRQ�JRYHUQPHQWV�DW�DFFHSW�VXFK�PDUNHW�GHPDQGV��DV
WKH\�FDQ�EH�FRQVLGHUHG�D�IXUWKHU�GHYHORSPHQW�RI�WKH�TXDOLW\�VWDQGDUGV�FXVWRPHUV�DOZD\V�GHPDQG�
UDWKHU�WKDQ�DV�D�EDUULHU�WR�WUDGH�

����7YQQEV]
$JHQGD����HVWDEOLVKHV�WKH�LPSRUWDQFH�RI�PXWXDOO\�VXSSRUWLYH�HQYLURQPHQW�DQG�WUDGLQJ�SROLFLHV�
2QH�RI�WKH�DLPV�RI�$JHQGD����ZLWKLQ�WKH�DUHD�RI�WUDGH�DQG�WKH�HQYLURQPHQW�LV�WR�SURPRWH�DQ�RSHQ
DQG�MXVW�PXOWLODWHUDO�WUDGLQJ�V\VWHP�ZKLFK�HQDEOHV�DOO�FRXQWULHV�DQG�WKH�GHYHORSLQJ�QDWLRQV�LQ�SDU�
WLFXODU�WR�LPSURYH�WKHLU�HFRQRPLHV��7KH�LPSOHPHQWDWLRQ�RI�$JHQGD����DVVXPHV�WKH�LQGXVWULDOLVHG�QDWLRQV�ZLOO
SURYLGH�ILQDQFLDO�DQG�RWKHU�VXSSRUW�WR�WKH�GHYHORSLQJ�QDWLRQV�

�7KH�UHODWLRQVKLS�EHWZHHQ�LQWHUQDWLRQDO�HQYLURQPHQW�FRQYHQWLRQV�DQG�WKH�:72�LV�DQ�LPSRUWDQW
LVVXH�RQ�WKH�:72�FRPPLWWHH�IRU�WUDGH�DQG�HQYLURQPHQW�DJHQGD��7KH�(8�PDLQWDLQV�WKDW�WKH�:72
UXOHV�VKRXOG�LQFOXGH�H[SOLFLW�H[FHSWLRQV�IRU�WUDGH�PHDVXUHV�ZLWKLQ�WKH�IUDPHZRUN�IRU�PXOWLODWHUDO
HQYLURQPHQW�DJUHHPHQWV�

$FFRUGLQJ�WR�WKH�:72�UXOHV��LW�LV�QRW�SHUPLWWHG�WR�REVWUXFW�WKH�LPSRUW�RI�D�SURGXFW�RQ�WKH�JURXQGV
WKDW�LW�LV�PDQXIDFWXUHG�LQ�DQ�HQYLURQPHQWDOO\�KDUPIXO�ZD\��LPSRUW�REVWDFOHV�PD\�RQO\�EH�LPSOH�
PHQWHG�LI�WKH�SURGXFW�FRQWDLQV�HQYLURQPHQWDOO\�KDUPIXO�HOHPHQWV�

([SRUWHUV�IDFH�PDQGDWRU\�HQYLURQPHQW�GHPDQGV�LQ�WKH�PDUNHWSODFH�DQG�GHPDQGV�IURP�FRQVXPHUV
�PDUNHW�GHPDQGV���7KHVH�PDUNHW�GHPDQGV�DUH�JDLQLQJ�DQ�LQFUHDVLQJO\�LPSRUWDQW�UROH�DV�D�JURZLQJ
QXPEHU�RI�FRPSDQLHV�VHHN�WR�EXLOG�D�JRRG�HQYLURQPHQW�SURILOH�
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��8VEHI�ERH�XLI�IRZMVSRQIRX

,Q�WKH�����V��LVVXHV�FRQFHUQLQJ�WUDGH�DQG�WKH�HQYLURQPHQW�LQ�UHODWLRQ�WR�VXVWDLQDEOH�GHYHORSPHQW
KDYH�FRPH�LQWR�IRFXV�PRUH�DQG�PRUH��:KHQ�WKH�8UXJXD\�5RXQG�ZDV�QHJRWLDWHG��WKH�TXHVWLRQ�RI
ZKHWKHU�HQYLURQPHQW�LVVXHV�VKRXOG�EH�LQFOXGHG�ZDV�UDLVHG��7KLV�GLG�QRW�JDLQ�DFFHSWDQFH��DQG�WKH
GHFLVLRQ�ZDV�WDNHQ�LQVWHDG�WR�VHW�XS�D�VSHFLILF�HQYLURQPHQW�FRPPLWWHH�XQGHU�WKH�DXVSLFHV�RI�WKH
:72�²�WKH�&RPPLWWHH�RQ�7UDGH�DQG�(QYLURQPHQW��&7(����$�NH\�TXHVWLRQ�IRU�WKH�FRPPLWWHH·V
FRQVLGHUDWLRQ�LV�KRZ�FRQFHUQ�IRU�WKH�HQYLURQPHQW�DQG�LQWHUQDWLRQDO�HQYLURQPHQW�FRQYHQWLRQV�FDQ
EH�UHFRQFLOHG�ZLWK�D�QRQ�GLVFULPLQDWRU\�WUDGLQJ�SROLF\��DQG�PDNH�WUDGH�DQG�HQYLURQPHQW�SROLFLHV
PXWXDOO\�VXSSRUWLYH�

3ROLFLHV�WR�VWLPXODWH�PRUH�OLEHUDO�IRUHLJQ�WUDGH�VHHN�WR�PDNH�WKH�JOREDO�HFRQRPLF�V\VWHP�PRUH�HIIL�
FLHQW�DQG�VR�UDLVH�UHDO�LQFRPHV�DQG�ZLWK�LW�VWDQGDUGV�RI�OLYLQJ��+LJKHU�LQFRPH�LV�DFKLHYHG�WKURXJK
KLJKHU�SURGXFWLRQ�RI�JRRGV�DQG�VHUYLFHV�DQG�ZLWK�LW�FRPHV�KLJKHU�HPSOR\PHQW��7KH�EDVLF�UHDVRQ�
LQJ�LV�WKDW�KLJKHU�UHDO�LQFRPHV�OHDG�WR�JUHDWHU�ZHOIDUH��$QG�JUHDWHU�ZHOIDUH�ZLOO�OHDG�WR�PRUH�UH�
VRXUFHV�EHLQJ�DYDLODEOH�IRU�HQYLURQPHQW�PHDVXUHV�DQG�RIWHQ�JUHDWHU�LQWHUHVW�LQ�HQYLURQPHQW�LVVXHV�
0RUHRYHU��LQFUHDVHG�WUDGH�LV�WKRXJKW�WR�OHDG�WR�D�PRUH�HIIHFWLYH�XVH�RI�UHVRXUFHV��%XW�WKHUH�DUH�RS�
SRVLQJ�DUJXPHQWV�ZKLFK�FODLP�WKDW�LQFUHDVHG�SURGXFWLRQ�DQG�WUDQVSRUWDWLRQ�HQFRXUDJHG�E\�PRUH
OLEHUDO�WUDGH�OHDGV�WR�JUHDWHU�GDPDJH�WR�WKH�HQYLURQPHQW�DQG�FRQIOLFWV�ZLWK�WKH�SULQFLSOHV�RI�VXV�
WDLQDEOH�GHYHORSPHQW��$V�WUDGH�LV�D�FRQWULEXWRU\�IDFWRU�LQ�HFRQRPLF�JURZWK��WUDGH�LQFUHDVHV�DOO�WKH
QHJDWLYH�²�DQG�SRVLWLYH�²�HQYLURQPHQW�HIIHFWV�DVVRFLDWHG�ZLWK�JURZWK�

$QRWKHU�DUJXPHQW�FRQFHUQLQJ�WKH�HQYLURQPHQW�DQG�IUHH�WUDGH�LV�WKDW�IUHH�WUDGH�LV�DOO�ZHOO�DQG�JRRG
EXW�WKDW�LW�PXVW�EH�EDVHG�RQ�DOO�WKH�FRVWV�LQYROYHG�LQ�SURGXFLQJ�WKH�JRRGV��ZKLFK�LQFOXGHV�WKH�FRVWV
WR�WKH�HQYLURQPHQW��2WKHUZLVH�WKH�SULFHV�FRXOG�EH�VDLG�WR�EH�GLVWRUWHG��DQG�RQH�FDQQRW�EH�FHUWDLQ
WKDW�WKH�VRFLR�HFRQRPLF�JDLQV�ZKLFK�WUDGH�LV�DVVXPHG�WR�GHOLYHU��JHQXLQHO\�IROORZ��,W�KDV�EHHQ
FODLPHG�WKDW�´IUHH�WUDGHµ�LQ�VXFK�FDVH�LV�IODZHG�DQG�UHJXODWLRQ�LV�LPSHUDWLYH�WR�SUHYHQW�´HQYLURQ�
PHQWDO�GXPSLQJµ�

,Q�RWKHU�ZRUGV��IUHH�WUDGH�FDQ�EH�ERWK�JRRG�DQG�EDG�IRU�WKH�HQYLURQPHQW��DQG�ZKLFK�RI�WKHVH�LW�LV�
ODUJHO\�GHSHQGV�RQ�ZKDW�SOD\LQJ�UXOHV�DSSO\��$Q�HYHU�LQFUHDVLQJ�QXPEHU�RI�FRXQWULHV�DUH�UHDOLVLQJ
WKH�LPSRUWDQFH�RI�SURWHFWLQJ�WKH�HQYLURQPHQW�DQG�DUH�WKHUHIRUH�LQWURGXFLQJ�VWULFWHU�HQYLURQPHQW
OHJLVODWLRQ��)UHH�WUDGH�EDVHG�RQ�VRXQG�HQYLURQPHQW�UHJXODWLRQ�FDQ�EH�HQYLURQPHQWDOO\�VXVWDLQDEOH�
ZKLOH�IUHH�WUDGH�EDVHG�RQ�D�ODFN�RI�FRQFHUQ�IRU�WKH�HQYLURQPHQW�LQ�WKH�UHJXODWRU\�IUDPHZRUN�FDQ
EH�D�FRQWULEXWRU\�IDFWRU�WR�XQUHVWUDLQHG�HQYLURQPHQW�GDPDJH�

$V�D�PHDQV�RI�HOLPLQDWLQJ�FRQIOLFWV�EHWZHHQ�HQYLURQPHQW�SROLF\�DQG�WUDGH�SROLF\�GHFLVLRQV��PHDV�
XUHV�VKRXOG�EH�VKDSHG�VXFK�WKDW�HDFK�DUHD�WDNHV�LQWR�DFFRXQW�WKH�FRQVHTXHQFHV�IRU�WKH�RWKHU��,Q
RWKHU�ZRUGV��LW�LV�YLWDO�WR�FR�RUGLQDWH�QDWLRQDO�SROLFLHV��7KH�VWDUWLQJ�SRLQW�IRU�ZKLFK�LV�WKDW�HQYL�
URQPHQW�DQG�WUDGH�SROLFLHV�DUH�ERWK�LQVWUXPHQWV�IRU�VXVWDLQDEOH�GHYHORSPHQW�

,W�LV�ZRUWK�QRWLQJ�WKDW�WKH�GHYHORSLQJ�QDWLRQV�DUH�KLJKO\�VFHSWLFDO�DERXW�GLVFXVVLRQV�UHJDUGLQJ
JUHDWHU�FRQFHUQ�IRU�WKH�HQYLURQPHQW�LQ�WKH�:72�UHJXODWRU\�IUDPHZRUN��7KLV�LV�EDVHG�RQ�D�IXQ�
GDPHQWDO�IHDU�WKDW�WKLV�ZRXOG�SURYLGH�VFRSH�IRU�´JUHHQ�SURWHFWLRQLVPµ

����3TTSVXYRMXMIW�XS�MRJPYIRGI�TVSHYGXMSR
,W�LV�LPSRUWDQW�WR�GLIIHUHQWLDWH�EHWZHHQ�JUHHQ�SURWHFWLRQLVP�DQG�HQYLURQPHQW�SURWHFWLRQ��*UHHQ
SURWHFWLRQLVP�PHDQV�FLWLQJ�HQYLURQPHQW�UHDVRQV�WR�OHJLWLPLVH�D�PHDVXUH�ZKLFK�LV�PDLQO\�GHVLJQHG
WR�SURWHFW�WKH�HFRQRPLF�RU�SROLWLFDO�LQWHUHVWV�RI�D�GRPHVWLF�LQGXVWU\��(QYLURQPHQW�SURWHFWLRQ
PHDQV�PHDVXUHV�WR�SURWHFW�WKH�HQYLURQPHQW��:KDW�GLIIHUHQWLDWHV�WKHVH�SKHQRPHQD�LV�WKH�DLP�RI�WKH
PHDVXUHV�

�����������������������������������������������������
��6HH�DOVR�VHFWLRQ������
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$V�LW�LV�QRW�FRQVLGHUHG�FRPSDWLEOH�ZLWK�:72�UXOHV�WR�FLWH�DQ�HQYLURQPHQWDOO\�KDUPIXO�PDQXIDF�
WXULQJ�SURFHVV�WR�REVWUXFW�LPSRUWV��YROXQWDU\�HFR�DQG�IDLU�WUDGH�ODEHOOLQJ�KDV�EHFRPH�DQ�LPSRUWDQW
PHDQV�RI�VHHNLQJ�WR�SURPRWH�PRUH�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�PHWKRGV��7KHVH�ODEHOV�RIIHU
FRQVXPHUV�WKH�RSSRUWXQLW\�WR�LQIOXHQFH�SURGXFWLRQ�E\�YRWLQJ�ZLWK�WKHLU�ZDOOHWV��E\�EX\LQJ�JRRGV
ZKLFK�DUH�PDQXIDFWXUHG�LQ�DQ�HQYLURQPHQW�IULHQGO\�DQG�HWKLFDOO\�DFFHSWDEOH�ZD\��(FR�ODEHOOLQJ
V\VWHPV�KDYH�VSUXQJ�XS�QDWLRQDOO\��RIWHQ�DV�D�UHDFWLRQ�WR�VORZ�OHJLVODWLRQ��DQG�DV�D�PHDQV�RI�VWLPX�
ODWLQJ�FRPSDQLHV�WR�JR�IXUWKHU�WKDQ�UHTXLUHG�E\�ODZ��7KH�GLIILFXOWLHV�LQ�GHYHORSLQJ�LQWHUQDWLRQDO
VWDQGDUGV�PHDQV�WKDW�ODEHOV�SOD\�D�UHODWLYHO\�ODUJHU�UROH�ZKHQ�LW�FRPHV�WR�LPSRUWHG�JRRGV�

7KHUH�DUH�FRXQWULHV�DQG�JURXSV�ZLWKLQ�WKH�:72��PDLQO\�GHYHORSLQJ�QDWLRQV��ZKLFK�FODLP�WKDW
HYHQ�YROXQWDU\��RIWHQ�QRW�JRYHUQPHQW��HFR�ODEHOV�FRQVWLWXWH�DQ�XQODZIXO�UHVWULFWLRQ�DJDLQVW�PDUNHW
DFFHVV�DQG�VKRXOG�EH�FRYHUHG�E\�WKH�7%7�DJUHHPHQW��VHH��������

����4SWMXMZI�MRGIRXMZIW��+VIIR�+74
*UHHQ�*63��*HQHUDO�6\VWHP�RI�3UHIHUHQFHV��PHDQV�WKDW�JRRGV�SURGXFHG�LQ�DQ�HQYLURQPHQW
IULHQGO\�ZD\�DUH�JLYHQ�SUHIHUHQWLDO�WUHDWPHQW�LQ�WKH�*63��2ULJLQDOO\��WKH�LQWHQWLRQ�ZDV�WKDW�IURP
�����WKH�GHYHORSLQJ�QDWLRQV�VKRXOG�EH�DEOH�WR�DSSO\�IRU�VXFK�SUHIHUHQWLDO�WUHDWPHQW�IRU�WLPEHU
SURGXFWV��VHH�FKDSWHU���������+RZHYHU��WKH�GHYHORSPHQW�RI�WKH�JUHHQ�*63�KDV�EHHQ�GHOD\HG�DQG
DW�SUHVHQW�LW�LV�QRW�FOHDU�KRZ�VXFK�D�V\VWHP�FDQ�EH�VKDSHG�DQG�DSSOLHG�

,W�LV�LPSRUWDQW�WR�HPSOR\�SRVLWLYH�LQFHQWLYHV�WR�VWLPXODWH�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�LQ�WKH
GHYHORSLQJ�QDWLRQV�IRU�VHYHUDO�UHDVRQV�

• %\�ORZHULQJ�WDULIIV�DQG�UHOD[LQJ�TXRWD�V\VWHPV��WKLV�ZLOO�GHPRQVWUDWH�WKH�LQGXVWULDOLVHG�QDWLRQV·
DFWLYH�LQWHUHVW�LQ�VXSSRUWLQJ�WKH�WUDQVLWLRQ�WR�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�LQ�WKH�GHYHORS�
LQJ�QDWLRQV��,I�SURJUHVV�LV�WR�EH�PDGH�LQ�PXOWLODWHUDO�QHJRWLDWLRQV��LW�LV�LPSRUWDQW�WKDW�WKH�LQ�
GXVWULDOLVHG�QDWLRQV�SURYLGH�RSSRUWXQLWLHV�IRU�WKH�GHYHORSLQJ�QDWLRQV��UDWKHU�WKDQ�PDNLQJ�GH�
PDQGV�RQ�WKHP�

• LQ�RUGHU�WR�VWUHQJWKHQ�WKH�IRUFHV�WKDW�DUH�WRGD\�ZRUNLQJ�IRU�D�PRUH�IRUZDUG�ORRNLQJ�HQYLURQ�
PHQW�SHUIRUPDQFH�LQ�GHYHORSLQJ�QDWLRQV�

7KH�LQWURGXFWLRQ�RI�´JUHHQ�*63µ�IRU�DJULFXOWXUDO�SURGXFWV�RXJKW�WR�EH�DQ�RSSRUWXQLW\�IRU�WKH�GH�
YHORSLQJ�QDWLRQV�WR�LQFUHDVH�WKHLU�PDUNHW�DFFHVV�ZLWKLQ�WKLV�VHFWRU��DV�WKH�(8�LV�ULQJ�IHQFHG�E\�WUDGH
EDUULHUV��$�ULVH�LQ�WKH�H[SRUW�RI�SURGXFWV�WKDW�DUH�RUJDQLFDOO\�JURZQ�VKRXOG�EHQHILW�VPDOO�KROGHUV�LQ
SDUWLFXODU��DV�WKLV�NLQG�RI�DJULFXOWXUH�LV�RIWHQ�GRQH�RQ�D�VPDOO�VFDOH��6PDOO�VFDOH�FXOWLYDWLRQ�DOVR
EHQHILWV�ELRGLYHUVLW\�

%HIRUH�D�JUHHQ�*63�FDQ�EH�LQWURGXFHG�KRZHYHU��D�UDQJH�RI�IXQGDPHQWDO�LVVXHV�PXVW�EH�LQYHVWL�
JDWHG�DQG�PRGLILFDWLRQV�PDGH��VR�WKH�V\VWHP�LV�VWUXFWXUHG�VXFK�WKDW�LW�JHQXLQHO\�GHOLYHUV�WKH�HQYL�
URQPHQW�HIIHFWV�LQWHQGHG��$�IXQGDPHQWDO�SUREOHP�LV�WKDW�WKH�*63�V\VWHP�LV�DOUHDG\�H[WUHPHO\
FRPSOLFDWHG��7R�DFKLHYH�WKH�GHVLUHG�HIIHFW��WKH�V\VWHP�PXVW�EH�VLPSOH�WR�DGPLQLVWHU��DQG�EH�EDVHG
RQ�JHQHUDOO\�DFFHSWHG�FULWHULD��$QRWKHU�SUREOHP�LV�WKDW�*63�SUHIHUHQFHV�DUH�JUDQWHG�WR�HDFK
FRXQWU\�DV�D�ZKROH��ZKHUHDV�IURP�DQ�HQYLURQPHQW�YLHZSRLQW�LW�LV�EHWWHU�WR�OLQN�WKH�SUHIHUHQFHV�WR
LQGLYLGXDO�H[SRUWHUV��DV�WKLV�ZRXOG�VHQG�WKH�FOHDUHVW�VLJQDOV�WR�WKH�SURGXFHUV��8OWLPDWHO\�LW�LV�YLWDO
WKDW�WKH�SUHIHUHQFHV�DUH�VR�VXEVWDQWLDO�WKDW�WKH\�JHQXLQHO\�SURGXFH�UHVXOWV�
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��� ,S[�7[IHMWL�ERH�MRXIVREXMSREP�SVKERMWEXMSRW�ZMI[�XVEHI�ERH�XLI
IRZMVSRQIRX

������7[IHMWL�SVKERMWEXMSRW

��������6ZHGLVK�SROLFLHV�RQ�WUDGH�DQG�HQYLURQPHQW
6ZHGHQ�EHORQJV�WR�WKH�JURXS�RI�FRXQWULHV�ZKLFK�KDYH�KDG�WKH�PRVW�IDU�UHDFKLQJ�DPELWLRQV�LQ�WKH
DUHD�RI�WUDGH�DQG�HQYLURQPHQW�ZLWKLQ�WKH�:72��$V�SUHYLRXVO\�PHQWLRQHG��RQH�LPSRUWDQW�LVVXH�LV
WKH�FRQQHFWLRQ�EHWZHHQ�WUDGLQJ�SROLF\�PHDVXUHV�LQ�YDULRXV�HQYLURQPHQW�FRQYHQWLRQV�DQG�WKH
:72�UHJXODWRU\�IUDPHZRUN��2WKHU�LPSRUWDQW�LVVXHV�DUH�WKH�WUDGLQJ�SROLF\�HIIHFWV�RI�HFR�ODEHOOLQJ�
DQG�WKH�TXHVWLRQ�RI�PDUNHW�DFFHVV�IRU�HQYLURQPHQW�IULHQGO\�SURGXFWV��HWF�

7KH�JRDO�IRU�6ZHGLVK�SROLF\�LV�WR�SXUVXH�WUDGH�DQG�HQYLURQPHQW�SROLFLHV�ZKLFK�DUH�PXWXDOO\�VXS�
SRUWLYH�DQG�VR�HOLPLQDWH�DV�IDU�DV�SRVVLEOH�WKH�ULVN�RI�FRQIOLFWV�EHWZHHQ�WUDGH�DQG�HQYLURQPHQW�SRO�
LF\�GHFLVLRQV��6ZHGHQ·V�LQLWLDWLYHV�RQ�WUDGH�DQG�WKH�HQYLURQPHQW�VKRXOG�DOVR�SURPRWH�VXVWDLQDEOH
GHYHORSPHQW�LQ�WKH�GHYHORSLQJ�QDWLRQV�

,Q�UHODWLRQ�WR�HQYLURQPHQW�SROLFLHV��WKHVH�WUDGLQJ�SROLF\�JRDOV�HQWDLO�WKDW�LQWHUQDWLRQDO�WUDGH�DQG
WKH�IUHH�PRYHPHQW�RI�JRRGV�DQG�VHUYLFHV�ZLWKLQ�WKH�(8·V�LQWHUQDO�PDUNHW�PD\�QRW�EH�UHVWULFWHG�E\
HQYLURQPHQW�SROLFLHV��PRUH�WKDQ�LV�DEVROXWHO\�QHFHVVDU\��LQ�DFFRUGDQFH�ZLWK�WUDGLQJ�DJUHHPHQWV
HQWHUHG�LQWR�DQG�WKH�UHJXODWLRQV�IRU�WKH�IUHH�PRYHPHQW�RI�JRRGV�DQG�VHUYLFHV��(QYLURQPHQW�SROLF\
PHDVXUHV�PXVW�FRPSO\�ZLWK�LPSRUWDQW�WUDGLQJ�SROLF\�SULQFLSOHV�RQ�QRQ�GLVFULPLQDWLRQ�DQG�QD�
WLRQDO�SURFHGXUHV�DQG�RWKHU�UHOHYDQW�WUDGLQJ�SROLF\�UXOHV�

7KH�HQIRUFHPHQW�RI�WKH�PXOWLODWHUDO�HQYLURQPHQW�DJUHHPHQW�PXVW�EH�JXDUDQWHHG��7KH�6ZHGLVK
1DWLRQDO�&RPPLWWHH�IRU�$JHQGD����REVHUYHG�WKDW�DV�LQWHUQDWLRQDO�WUDGH�FUHDWHV�WKH�FRQGLWLRQV�IRU
GHYHORSPHQW�JOREDOO\��LQWHUQDWLRQDO�WUDGLQJ�UXOHV�PXVW�DLG�VXVWDLQDEOH�GHYHORSPHQW��$V�D�VWHS�IRU�
ZDUG�LQ�WKLV�GHYHORSPHQW��WUDGH�DQG�DLG�SROLFLHV�VKRXOG�EH�PRUH�LQWHJUDWHG�LQ�RUGHU�WR�PDNH�D
JUHDWHU�FRQWULEXWLRQ�WR�VXVWDLQDEOH�JOREDO�GHYHORSPHQW�

7KH�6ZHGLVK�)RUHLJQ�2IILFH�²�,QWHUQDWLRQDO�7UDGH��8'�,+���+DV�SULPDU\�UHVSRQVLELOLW\
IRU�WUDGLQJ�SROLFLHV��SDUWLFLSDWHV�LQ�WKH�ZRUN�ZLWK�:72�&7(��2(&'�-RLQW�6HVVLRQ��7KH�8'�,+
SDUWLFLSDWHV�LQ�WKH�VWUXFWXULQJ�RI�WKH�(8�WUDGLQJ�SROLF\�

7KH�(QYLURQPHQW�0LQLVWU\�FR�RSHUDWHV�ZLWK�8'�,+�DQG�KDV�SULPDU\�UHVSRQVLELOLW\�IRU�QHJR�
WLDWLRQV�RQ�PXOWLODWHUDO�HQYLURQPHQW�DJUHHPHQWV�

��������*RYHUQPHQW�DXWKRULWLHV
7KH�6ZHGLVK�%RDUG�RI�&RPPHUFH�LV�WKH�FHQWUDO�DGPLQLVWUDWLYH�DXWKRULW\�IRU�IRUHLJQ�WUDGH�DQG
WUDGH�SROLF\��7KH�%RDUG�LV�UHTXLUHG�WR�SHUIRUP�DQ�LQGHSHQGHQW�DQDO\VLV�RI�UHOHYDQW�UHJXODWLRQV�DQG
6ZHGLVK�LQWHUHVWV�DQG�SXW�IRUZDUG�SURSRVDOV�IRU�VROYLQJ�SUREOHPV�DQG�RU�6ZHGLVK�SROLF\�LQ�LQWHU�
QDWLRQDO�WUDGLQJ�SROLF\�IRUXPV��:KHUH�H[WHUQDO�WUDGH�SROLF\�ZLWKLQ�WKH�DUHD�RI�WUDGH�DQG�HQYLURQ�
PHQW�LV�FRQFHUQHG��LVVXHV�DUH�DQDO\VHG�DQG�GHDOW�ZLWK�LQ�PXOWLODWHUDO�WUDGH�FRQWH[WV��SULQFLSDOO\�LQ
WKH�:72��EXW�DOVR�2(&'��81&7$'��&6'��81*$66��81'3�DQG�FHUWDLQ�LQWHUQDWLRQDO�HQYL�
URQPHQW�FRQYHQWLRQV�

7KH�1DWXUH�&RQVHUYDQF\�%RDUG�LV�WKH�FHQWUDO�DGPLQLVWUDWLYH�DXWKRULW\�IRU�HQYLURQPHQWDO
FRQWURO�DQG�VHHNV�WR�SURWHFW�WKH�HQYLURQPHQW�DQG�ELRGLYHUVLW\��$�SULQFLSDO�UHVSRQVLELOLW\�RI�WKH
DXWKRULW\�LV�WR�EXLOG�XS�NQRZOHGJH�DERXW�HQYLURQPHQW�LVVXHV�DQG�HQVXUH�WKLV�FRPHV�WR�JRRG�XVH�E\
IXUQLVKLQJ�WKH�6ZHGLVK�SDUOLDPHQW�DQG�JRYHUQPHQW�ZLWK�GDWD�WR�KHOS�WKHP�LQ�HQYLURQPHQW�SROLF\
GHFLVLRQ�PDNLQJ��,Q�UHODWLRQ�WR�UHJLRQDO�DQG�ORFDO�DXWKRULWLHV��WUDGH�DQG�LQGXVWU\�DQG�WKH�JHQHUDO
SXEOLF��WKH�1DWXUH�&RQVHUYDQF\�%RDUG�SURPRWHV�PHDVXUHV�DQG�SDWWHUQV�RI�DFWLRQ�ZKLFK�OHDG�WR
HQYLURQPHQW�IULHQGO\�SURFHGXUHV��7UDGH�DQG�LQGXVWU\�LV�MXVW�RQH�RI�WKH�VHFWRUV�VSHFLILFDOO\�SULRUL�
WLVHG�E\�WKH�%RDUG�
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6:('$&�LV�6ZHGHQ·V�FHQWUDO�DGPLQLVWUDWLYH�DXWKRULW\�IRU�DFFUHGLWDWLRQ�DQG�WHFKQLFDO�FRQWURO�
8OWLPDWHO\��WKH�DXWKRULW\�DLPV�WR�SURYLGH�ERWK�WUDGH�DQG�LQGXVWU\�DQG�SXEOLF�ERGLHV�ZLWK�VXSSRUW
ZKLFK�FRUUHVSRQGV�ZLWK�LQGXVWULDO�DJUHHPHQWV��6:('$&·V�VHUYLFH�LV�EDVHG�RQ�(8�DQG�:72
DJUHHPHQWV��7KH�DXWKRULW\�DFWV�ERWK�DV�D�IHH�EDVHG�FRQVXOWDQF\�VHUYLFH�DQG�DV�D�WUDGLWLRQDO�DXWKRU�
LW\��7ZR�RI�6:('$&·V�RYHUODSSLQJ�UROHV�DUH�

• ZLWK�UHIHUHQFH�WR�LQWHUQDWLRQDO�FRPPLWPHQWV�DQG�LQ�WKH�LQWHUHVWV�RI�ERWK�WKH�FRQVXPHUV�DQG
WUDGH�DQG�LQGXVWU\��WR�DFW�WR�HQVXUH�WKDW�WKH�PRQLWRULQJ�DQG�LQVSHFWLRQ�RI�SURGXFWV�LV�SHU�
IRUPHG�DFFRUGLQJ�WR�XQLIRUP��HIIHFWLYH�DQG�LQWHUQDWLRQDOO\�DFFHSWDEOH�SULQFLSOHV�

• LQ�LQWHUQDWLRQDO�FRQWH[WV��VXFK�DV�WKH�:72�DQG�(8��WR�SURWHFW�6ZHGHQ·V�LQWHUHVWV�DQG�VHHN�WR
HOLPLQDWH�WHFKQLFDO�WUDGLQJ�EDUULHUV�WKURXJK�XQLIRUP�UXOHV�IRU�WHFKQLFDO�LQVSHFWLRQV�

:LWKLQ�WKH�YROXQWDU\�VHFWRU��6:('$&·V�WDVN�LV�

• WR�EH�WKH�QDWLRQDO�DFFUHGLWDWLRQ�ERG\�IRU�DFFUHGLWLQJ�ODERUDWRULHV��FHUWLILFDWLRQ�DQG�LQVSHFWLRQ
ERGLHV�

• WR�EH�UHVSRQVLEOH�IRU�WKH�DFFUHGLWDWLRQ�RI�HQYLURQPHQW�LQVSHFWRUV�LQ�DFFRUGDQFH�ZLWK�WKH�(8
HQYLURQPHQW�PDQDJHPHQW�V\VWHP��(0$6�

��������3ULYDWH�RUJDQLVDWLRQV
7KH�$VVRFLDWLRQ�RI�:KROHVDOHUV�6ZHGLVK�7UDGH�UHSUHVHQWV�LPSRUWHUV��ZKROHVDOHUV�DQG�VXS�
SOLHUV��,WV�PHPEHUV�DUH�UHVSRQVLEOH�IRU�WKH�PDMRULW\�RI�6ZHGLVK�LPSRUWV��(QYLURQPHQW�GXWLHV�ZLWKLQ
WKH�RUJDQLVDWLRQ�FRQVLVW�RI�

• WR�EH�UHSUHVHQWHG�LQ�FRPSDQLHV�ZKR�UHFODLP�DQG�UHF\FOH�SDFNDJLQJ�PDWHULDOV

• ,QLWLDWH��DUUDQJH�DQG�SDUWLFLSDWH�LQ�VHPLQDUV�WR�LOOXPLQDWH�HQYLURQPHQW�LVVXHV�IURP�D�WUDGLQJ
SRLQW�RI�YLHZ��)RU�LQVWDQFH��6ZHGLVK�7UDGH�KDV�EHHQ�LQYROYHG�LQ�DQ�$JHQGD����VHPLQDU�DQG
RUJDQLVHG�LQWHUQDO�HQYLURQPHQW�VHPLQDUV�

• 5RXVH�SXEOLF�RSLQLRQ�LQ�IDYRXU�RI�HQYLURQPHQW�LVVXHV�

• 5HVSRQG�WR�UHIHUUDOV�DQG�SDUWLFLSDWH�LQ�YDULRXV�UHIHUHQFH�JURXSV

• 3XEOLVK�PDWHULDO�H[SODLQLQJ�KRZ�QHZ�HQYLURQPHQW�OHJLVODWLRQ�ZLOO�DIIHFW�LWV�PHPEHUV�DQG�KRZ
HQYLURQPHQW�LVVXHV�FDQ�EH�GHDOW�ZLWK�DW�FRPSDQ\�OHYHO�

7KH�$VVRFLDWLRQ�RI�:KROHVDOHUV�6ZHGLVK�7UDGH�HPSKDVLVHV�WKH�LPSRUWDQFH�RI�UDLVLQJ�WKH�SURILOH�RI
WKH�(8�WUDGLQJ�SROLF\�DV�DQ�LPSRUWDQW�IDFWRU�ZKLFK�KDPSHUV�WKH�GHYHORSLQJ�QDWLRQV�LQ�H[SRUWLQJ
JRRGV�WR�WKH�(8��2QH�ZD\�RI�HDVLQJ�GHYHORSLQJ�QDWLRQ�H[SRUWV�RXJKW�WKHUHIRUH�WR�EH�WR�DEROLVK�RU
VRIWHQ�WKH�HIIHFWV�RI�WKH�(8·V�KLJKO\�UHVWULFWLYH�WUDGLQJ�SROLF\��,W�LV�IXUWKHU�VWUHVVHG�WKDW�FRQVXPHU
HQYLURQPHQWDO�DZDUHQHVV�LV�KLJKO\�OLNHO\�WR�EH�LQIOXHQFHG�E\�GHYHORSPHQWV�DQG�HYDOXDWLRQV�LQ�WKH
IXWXUH��7R�DQ�HYHU�LQFUHDVLQJ�H[WHQW�FRQVXPHUV�ZLOO�SUREDEO\�GHPDQG�SURGXFWV�ZKLFK�UHVSHFW�ERWK
WKH�HQYLURQPHQW�DQG�VRFLDO�FRQGLWLRQV�

7KH�7H[WLOH�,PSRUWHUV�LV�D�WUDGH�RUJDQLVDWLRQ�ZKLFK�KDV�DURXQG�����PHPEHUV��7KH\�DFFRXQW
IRU�WKH�PDMRULW\�RI�WH[WLOH�LPSRUWV��PDLQO\�FORWKLQJ��RQWR�WKH�6ZHGLVK�PDUNHW��7KH�7H[WLOH�,PSRUW�
HUV·�PRVW�LPSRUWDQW�WDVN�LV�WR�ZRUN�OREE\�IRU�WKH�IUHH�LPSRUW�RI�WH[WLOHV�DQG�FORWKLQJ�JRRGV�DQG�WR
NHHS�WKHLU�PHPEHUV�IXOO\�LQIRUPHG�RQ�GHYHORSPHQWV�LQ�WKH�(8�WH[WLOHV�DQG�FORWKLQJ�SROLF\��7R
KHOS�HQFRXUDJH�WKH�WUDQVLWLRQ�WR�PRUH�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ��WKH�7H[WLOH�,PSRUWHUV
KDYH�SURGXFHG�D�EURFKXUH�´'LUHFWLRQV�RQ�SXUFKDVH�FRQGLWLRQV�IRU�OHYHOV�RI�FKHPLFDOV�LQ�WH[WLOHVµ�
7KH�RUJDQLVDWLRQ�UHFRPPHQGV�LQFOXGLQJ�WKHVH�FRQGLWLRQV�LQ�WKHLU�RZQ�SXUFKDVH�WHUPV�WR�LWV�PHP�
EHU�FRPSDQLHV��7KH�7H[WLOH�,PSRUWHUV�KDYH�DOVR�SURGXFHG�UHFRPPHQGDWLRQV�RQ�SXUFKDVH�FRQGL�
WLRQV�UHODWHG�WR�FKLOG�ODERXU�

7KH�$VVRFLDWLRQ�RI�,QGXVWU\�UHSUHVHQWV�PRVW�RI�6ZHGHQ·V�LQGXVWULDO�FRPSDQLHV�DQG�DOVR�FRQVXO�
WDQF\�DQG�VHUYLFH�FRPSDQLHV�DVVRFLDWHG�ZLWK�LQGXVWU\��7KH�$VVRFLDWLRQ�RI�,QGXVWU\�PHPEHUV�FRP�
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ELQHG�DFFRXQW�IRU�RYHU����SHU�FHQW�RI�6ZHGHQ·V�LQGXVWULDO�H[SRUWV��,W�LV�QDWXUDOO\�LPSRUWDQW�WKDW
WKHVH�H[SRUWV�DUH�HQYLURQPHQW�IULHQGO\�

:LWK�UHJDUG�WR�HQYLURQPHQW�PDWWHUV��WKH�$VVRFLDWLRQ�DFWLYHO\�VHHNV�WR�LQIOXHQFH�6ZHGLVK�HQYLURQ�
PHQW�SROLF\�VXFK�WKDW�LW�GRHV�QRW�DGYHUVHO\�DIIHFW�WKH�FRPSHWLWLYHQHVV�RI�6ZHGLVK�LQGXVWU\��7KH�$V�
VRFLDWLRQ�DOVR�VXSSRUWV�LWV�PHPEHU�FRPSDQLHV�LQ�FUHDWLQJ�PRUH�HIIHFWLYH�HQYLURQPHQWDO�SURFH�
GXUHV��(QYLURQPHQW�LQLWLDWLYHV�KDYH�EHHQ�FRQFHQWUDWHG�RQ�WKH�IROORZLQJ�LVVXHV�LQ�UHFHQW�\HDUV�

• V\VWHP�IRU�HQYLURQPHQW�PDQDJHPHQW
• $JHQGD���
• HQYLURQPHQW�IULHQGO\�SURGXFW�GHYHORSPHQW
• HQYLURQPHQW�LQGLFDWRUV
• SURGXFHU�UHVSRQVLELOLWLHV
• (8�:72�UHODWHG�HQYLURQPHQW�LVVXHV

7UDGH�DQG�HQYLURQPHQW�LV�DQ�H[WUHPHO\�FRPSOH[�DUHD�LQ�ZKLFK�LQWHUQDWLRQDO�VWDQGDUGV�DQG�KDU�
PRQLVHG�HQYLURQPHQW�UHJXODWLRQV�DUH�WZR�LPSRUWDQW�IDFWRUV�DIIHFWLQJ�WKH�DELOLW\�RI�6ZHGLVK�LQGXV�
WU\�WR�KDYH�D�JOREDO�LPSDFW�RQ�HQYLURQPHQW�LVVXHV�DQG�RSHUDWH�LQ�DQ�HQYLURQPHQWDOO\�HIIHFWLYH�ZD\�
HYHQ�LQ�VXEVLGLDU\�FRPSDQLHV�RXWVLGH�6ZHGHQ�

��������3ULYDWH�RUJDQLVDWLRQV
6,6�²�6WDQGDUGLVDWLRQ�LQ�6ZHGHQ��LV�DQ�LQGHSHQGHQW�QRQ�SURILW�PDNLQJ�DVVRFLDWLRQ�ZKRVH�H[HFX�
WLYH�ERDUG�UHSUHVHQWV�ERWK�WUDGH�DQG�LQGXVWU\�DQG�VRFLHW\��6,6�UHJXODWLRQV�KDYH�EHHQ�DGRSWHG�E\
WKH�JRYHUQPHQW��6,6·�PRVW�LPSRUWDQW�UROHV�DUH�WR�EH�D�PHPEHU�RI�DQG�6ZHGHQ·V�UHSUHVHQWDWLYH�LQ
WKH�LQWHUQDWLRQDO�VWDQGDUGLVDWLRQ�ERGLHV�,62�DQG�&(1��6,6�DOVR�DXWKRULVHV�6ZHGLVK�VWDQGDUGLVD�
WLRQ�ERGLHV�UHVSRQVLEOH�IRU�VWDQGDUGLVDWLRQ�ZLWKLQ�WKHLU�RZQ�VSHFLDOLVW�DUHDV�DQG�WR�OD\�GRZQ�DQG
SXEOLVK�6ZHGLVK�VWDQGDUGV�

7KH�6,6�VXEVLGLDU\��6,6�&HUWLILHULQJ��LV�UHVSRQVLEOH�IRU�WKH�FHUWLILFDWLRQ�RI�SURGXFWV��6,6�ODEHOOLQJ��
TXDOLW\�V\VWHP��,62��������DQG�HQYLURQPHQW�PDQDJHPHQW�V\VWHPV��,62�������DQG�(0$6��

)RUXP�6RXWK�LV�DQ�XPEUHOOD�RUJDQLVDWLRQ�ZLWK�RYHU�RQH�KXQGUHG�6ZHGLVK�SRSXODU�PRYHPHQWV�DV
PHPEHUV��)RUXP�6RXWK�LV�HQJDJHG�LQ�DLG�DQG�WKH�GHYHORSPHQW�RI�VNLOOV�DQG�NQRZ�KRZ��LQIRUPD�
WLRQ�DQG�SXEOLF�RSLQLRQ�EXLOGLQJ��HWF��,Q�VSULQJ������LQ�6ZHGHQ�)RUXP�6RXWK�LQLWLDWHG�DQG�PDQ�
DJHG�D�VHULHV�RI�VHPLQDUV�RQ�LQWHUQDWLRQDO�WUDGH�IRU�6ZHGLVK�1*2V�ZKLFK�OHG�WR�WKH�IRUPDWLRQ�RI
DQ�LQIRUPDO�RFFDVLRQDO�ZRUNLQJ�JURXS�RQ�WUDGH�

/LDLVRQ�&RPPLWWHH�6ZHGHQ��&&�6��LV�D�6ZHGLVK�RUJDQLVDWLRQ�ZLWK�D�PHPEHUVKLS�RI�VRPH���
RUJDQLVDWLRQV��/&�6�LV�WKH�6ZHGLVK�VHFWLRQ�RI�WKH�(XURSHDQ�QHWZRUN�RI�YROXQWDU\�RUJDQLVDWLRQV
ZKLFK�GHDO�ZLWK�GHYHORSPHQW�DQG�DLG�LVVXHV��1*'2�(8�/LDLVRQ�&RPPLWWHH��/&�6�DFWV�DV�D�OLQN
EHWZHHQ�WKH�GHEDWH�LQ�%UXVVHOV�DQG�SULYDWH�RUJDQLVDWLRQV�LQ�6ZHGHQ��7KH\�DOVR�GHYHORS�FRPPRQ
SRVLWLRQV�IRU�SULYDWH�RUJDQLVDWLRQV�LQ�6ZHGHQ�WRZDUGV�WKH�)RUHLJQ�2IILFH�DQG�6LGD�IRU�H[DPSOH�
7KH�RUJDQLVDWLRQ�ZDV�IRUPHG�ZLWK�WKH�IXWXUH�(8�$96�FR�RSHUDWLRQ�LQ�PLQG��/&�6�EHOLHYHV�LW�LV
LPSRUWDQW�WR�FUHDWH�WKH�ULJKW�FRQGLWLRQV�IRU�WKH�H[SRUW�RI�JRRGV�SURGXFHG�LQ�DQ�HQYLURQPHQW
IULHQGO\�ZD\��$QG�WKDW�VXSSRUW�IRU�VXFK�SURGXFWLRQ�VKRXOG�DOVR�EH�GHYHORSHG��DORQJ�ZLWK�V\VWHPV
IRU�HQYLURQPHQW�DQG�IDLU�WUDGH�ODEHOOLQJ��VDOHV�RUJDQLVDWLRQV�SOXV�D�IRUXP�IRU�GLVFXVVLRQV�RQ�WUDGH
LVVXHV�

7KH�1DWXUH�&RQVHUYDQF\�%RDUG�LV�WKH�ODUJHVW�QDWXUH�DQG�HQYLURQPHQW�RUJDQLVDWLRQ�LQ�6ZH�
GHQ��7KH�1DWXUH�&RQVHUYDQF\�%RDUG�JRDOV�DUH�WR�HQVXUH�VRFLHW\�ZRUNV�LQ�KDUPRQ\�ZLWK�QDWXUH�
7KH�%RDUG�LV�LQYROYHG�LQ�WKH�PDMRU�HQYLURQPHQW�LVVXHV��SHUIRUPV�LWV�RZQ�LQYHVWLJDWLRQV��VXJJHVWV
LGHDV�IRU�D�PRUH�HQYLURQPHQW�IULHQGO\�OLIH�VW\OH��VKDSHV�SXEOLF�RSLQLRQ�DQG�OREELHV�GHFLVLRQ�PDNHUV�
7KH�1DWXUH�&RQVHUYDQF\�%RDUG�ZRUNV�ZLWK�VRPH�ILIW\�RUJDQLVDWLRQV�LQ�WKH�GHYHORSLQJ�ZRUOG��7KH
%RDUG�DGPLQLVWHUV�WKH�6ZHGLVK�HFR�ODEHO�´%UD�0LOM|YDOµ��H[FHOOHQW�HQYLURQPHQW�FKRLFH��DQG�WKH
´6KRS�HQYLURQPHQW�IULHQGO\µ�SURMHFW�
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7KH�:RUOG�:LOGOLIH�)XQG�LQ�6ZHGHQ�DQG�RWKHU�FRXQWULHV�KDV�IRU�D�ORQJ�WLPH�KLJKOLJKWHG�WKH
QHJDWLYH�HIIHFWV�RQ�WKH�HQYLURQPHQW�RI�WKH�SURJUDP�RI�HFRQRPLF�FXW�EDFNV�SOXV�ZKDW�WKH�HIIHFWV�RI
WKH�DEROLWLRQ�RI�LPSRUW�JUDQWV�DQG�WKH�OLEHUDOLVDWLRQ�RI�WUDGH�ZLOO�PHDQ�IRU�WKH�6RXWKHUQ�KHPL�
VSKHUH��$�QXPEHU�RI�FRXQWU\�VSHFLILF�DQDO\VHV�ZKLFK�WKH�:RUOG�:LOGOLIH�)XQG�KDV�FRPPLVVLRQHG
UHYHDO�IRU�LQVWDQFH�WKDW�WKH�ODUJHVW�H[SRUW�LQGXVWULHV�DUH�RIWHQ�PDMRU�SROOXWHUV��VXFK�DV�H�J��WKH
EDX[LWH�DQG�DOXPLQLXP�LQGXVWULHV�LQ�-DPDLFD�DQG�WKH�FRSSHU�LQGXVWU\�LQ�=DPELD��7KH�)XQG�DUJXHV
WKDW�WKH�1RUWK�VKRXOG�WDNH�PRUH�UHVSRQVLELOLW\�IRU�JOREDO�HQYLURQPHQW�FRVWV�

)ULHQGV�RI�WKH�(DUWK�²�6ZHGHQ�KDV�PDGH�D�VWXG\�RQ�IDLU�HQYLURQPHQW�VSDFH��RQ�KRZ�SURGXF�
WLRQ�FDQ�EH�VZLWFKHG�RYHU�DQG�SDWWHUQV�RI�FRQVXPSWLRQ�FKDQJHG�LQ�RUGHU�WR�DFKLHYH�D�VXVWDLQDEOH
VRFLHW\��7KH�VWXG\�H[SUHVVHV�FRQFHUQ�RYHU�ZKDW�ZLOO�KDSSHQ�WR�H�J��DJULFXOWXUH�ZKHQ�WKH�6RXWK�LV
IRUFHG�WR�RSHQ�LWV�JDWHV�WR�FRPSHWLWLRQ��7KH�VWXG\�FODLPV�WKDW�WKLV�ZLOO�IDYRXU�WKH�LQGXVWULDOLVHG�DJ�
ULFXOWXUH�LQ�WKH�1RUWK�DW�WKH�H[SHQVH�RI�VPDOO�KROGHUV�LQ�WKH�6RXWK��VRPHWKLQJ�ZKLFK��LQ�WKH�ORQJ
WHUP��ZLOO�EH�GDPDJLQJ�WR�WKH�HQYLURQPHQW�

������-RXIVREXMSREP�SVKERMWEXMSRW
:KHQ�WKH�:72�ZDV�IRUPHG�LQ�������LW�ZDV�GHFLGHG�WR�VHW�XS�D�VSHFLDO�FRPPLWWHH��WKH�&7(
�&RPPLWWHH�RQ�7UDGH�DQG�(QYLURQPHQW���&7(·V�PDQGDWH�LV�QRW�RQO\�WR�GLVFXVV��DQDO\VH�DQG�UHSRUW
EDFN�RQ�LVVXHV�FRQFHUQLQJ�WUDGH�DQG�HQYLURQPHQW��EXW�DOVR�WR�SXW�IRUZDUG�UHFRPPHQGDWLRQV�IRU
DFWLRQ��$Q�HDUO\�UHSRUW�ZDV�QHJRWLDWHG�WR�D�FRQFOXVLRQ�DW�WKH�PHHWLQJ�RI�PLQLVWHUV�LQ�6LQJDSRUH�LQ
'HFHPEHU�������&7(�LV�DFFRUGLQJO\�FKDUJHG�ZLWK�LQYHVWLJDWLQJ�PHWKRGV�IRU�KRZ�FRQIOLFWV�EHWZHHQ
WKH�GLIIHUHQW�DUHDV�RI�WUDGH�OLEHUDOLVDWLRQ��HFRQRPLF�GHYHORSPHQW�DQG�SURWHFWLQJ�WKH�HQYLURQPHQW
FDQ�EH�EURXJKW�FORVHU�WRJHWKHU�DQG�UHVROYHG��&7(�LV�RSHQ�WR�DOO�PHPEHU�QDWLRQV�DQG�REVHUYHUV�DUH
JLYHQ�WKH�RSSRUWXQLW\�RI�IROORZLQJ�WKH�FRPPLWWHH·V�GHOLEHUDWLRQV����'XULQJ�LWV�ILUVW�WZR�\HDUV��WKH
FRPPLWWHH�KDV�PHW����WLPHV��DQG�LWV�ZRUN�KDV�EHHQ�PDUNHG�E\�PDMRU�GLIIHUHQFHV�RI�RSLQLRQ��7KH
GHFODUDWLRQ�RI�PLQLVWHUV�PDGH�LQ�6LQJDSRUH��HPSKDVLVHG�WKH�LPSRUWDQFH�RI�KDYLQJ�D�FR�RUGLQDWHG
SROLF\��7KH�GHFODUDWLRQ�VWUHVVHG�WKDW�WKH�FRPSOHWH�LPSOHPHQWDWLRQ�RI�:72�DJUHHPHQWV�LV�RI�GHFL�
VLYH�VLJQLILFDQFH�IRU�VXVWDLQDEOH�GHYHORSPHQW�

7KH�(8�KDV�VHW�RXW�DQ�RYHUODSSLQJ�SRVLWLRQ�RQ�WUDGH�DQG�HQYLURQPHQW�LQ�WKH�IRUP�RI�D�PHVVDJH
ZKLFK�IRUPV�WKH�EDVLV�IRU�WKH�(8·V�DFWLRQV�LQ�WKH�:72��HWF��7KH�(8�EHOLHYHV�WKDW�D�OLEHUDOLVDWLRQ
RI�WUDGH�ZLOO�OHDG�WR�D�PRUH�HIIHFWLYH�XVH�RI�WKH�HDUWK·V�UHVRXUFHV��7KLV�LV�VRPHWKLQJ�ZKLFK�RIIHUV
ERWK�HFRQRPLF�DQG�HQYLURQPHQWDO�EHQHILWV�DQG�E\�JXDUDQWHHLQJ�JUHDWHU�HIILFLHQF\��WUDGH�FDQ�KHOS
UHGXFH�WKH�SUHVVXUH�RQ�WKH�HQYLURQPHQW��3RVLWLYH�HQYLURQPHQW�HIIHFWV�ZLOO�QRW�EH�DFKLHYHG�DXWR�
PDWLFDOO\�KRZHYHU��WKH\�FDQ�RQO\�EH�DWWDLQHG�LI�D�VXLWDEOH�HQYLURQPHQW�SROLF\�DQG�VXVWDLQDEOH�GH�
YHORSPHQW�VWUDWHJLHV�DUH�LPSOHPHQWHG�ERWK�QDWLRQDOO\�DQG�LQWHUQDWLRQDOO\�

7KH�(8�WDNHV�D�SRVLWLYH�YLHZ�RI�WKH�FRXSOLQJ�RI�WUDGH�ZLWK�WKH�HQYLURQPHQW�DQG�EHOLHYHV�WKDW�WKH\
FDQ�EH�PXWXDOO\�VXSSRUWLYH��(QYLURQPHQW�SROLFLHV�FDQ�DOVR�HQFRXUDJH�HFRQRPLF�HIILFLHQF\�DQG�HQ�
KDQFH�SURGXFWLYLW\��$LPLQJ�IRU�LPSURYHG�HQYLURQPHQW�TXDOLW\�DOVR�FUHDWHV�D�JOREDO�PDUNHW�IRU�D
JURZLQJ�HQYLURQPHQW�LQGXVWU\��7KH�&RPPLVVLRQ�QRWHV�WKDW�WKH�PDUNHW�IRU�HFRORJLFDOO\�VRXQG
SURGXFWV�LV�JURZLQJ�

3DUWLFXODU�DWWHQWLRQ�PXVW�EH�JLYHQ�WR�WKH�QHHGV�RI�GHYHORSLQJ�QDWLRQV�DV�JURZLQJ�HQYLURQPHQW�GH�
PDQGV�FDQ�UHVXOW�LQ�XQZDUUDQWHG�HFRQRPLF�DQG�VRFLDO�FRVWV�IRU�WKHVH�FRXQWULHV��$Q�RSWLPDO�HQYL�
URQPHQW�SROLF\�FDQ�FDOO�IRU�GLIIHUHQW�HQYLURQPHQW�UHJXODWLRQV�LQ�GLIIHUHQW�FRXQWULHV�

$�ZRUNLQJ�JURXS�ZLWKLQ�81&7$'��8QLWHG�1DWLRQV�&RQIHUHQFH�RQ�7UDGH�DQG�'HYHORSPHQW��KDV
EHHQ�VWXG\LQJ�WKH�FRXSOLQJ�RI�WUDGH��HQYLURQPHQW�DQG�GHYHORSPHQW�ZLWK�WKH�DLP�RI�HQFRXUDJLQJ
VXVWDLQDEOH�GHYHORSPHQW�SD\LQJ�SDUWLFXODU�DWWHQWLRQ�WR�WKH�SUREOHPV�DQG�FRQGLWLRQV�ZKLFK�SUHYDLO
LQ�GHYHORSLQJ�QDWLRQV��DQG�WKH�OHDVW�GHYHORSHG�FRXQWULHV�LQ�SDUWLFXODU��81&7$'�HPSKDVLVHV�WKH
LPSRUWDQFH�RI�WKH�PHDVXUHV�WKDW�DUH�QHHGHG�WR�KHOS�GHYHORSLQJ�QDWLRQV�DWWDLQ�WKH�HQYLURQPHQW
JRDOV�DJUHHG��7KHVH�LQFOXGH�PHDVXUHV�WR�VWLPXODWH�WUDGH�ZLWK�HQYLURQPHQW�IULHQGO\�VXEVWLWXWH

�����������������������������������������������������
���7KH�(8�&RPPLVVLRQ�VSHDNV�RQ�EHKDOI�RI�DOO�(8�PHPEHU�VWDWHV�
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SURGXFWV�DQG�WR�WUDQVIHU�WHFKQRORJ\��(QYLURQPHQW�IULHQGO\�SURGXFWV�DUH�VHHQ�DV�ERWK�DQ�RSSRUWX�
QLW\�DQG�DQ�REVWDFOH�WR�WUDGH�

(FR�ODEHOOLQJ�ZKLFK�GLIIHUHQWLDWHV�EHWZHHQ�SURGXFWV�LV�WKRXJKW�WR�EH�OLNHO\�WR�OHDG�WR�GLVFULPLQD�
WLRQ��7KH�ZRUNLQJ�JURXS�ZLWKLQ�81&7$'�VWUHVVHV�WKH�LPSRUWDQFH�RI�HPSKDVLVLQJ�WKH�YDULRXV�HQ�
YLURQPHQW�DQG�GHYHORSPHQW�FRQGLWLRQV�ZKLFK�H[LVW�LQ�GLIIHUHQW�FRXQWULHV��7KH�ZRUNLQJ�JURXS�LV
DOVR�LVVXLQJ�DQDO\VHV�RI�HFR�ODEHOOLQJ�SURMHFWV�DQG�WKHLU�HIIHFWV�RQ�WUDGH��WKH�HQYLURQPHQW�DQG�GH�
YHORSPHQW��7KH�FRVWV�LQYROYHG�LQ�PHHWLQJ�HFR�ODEHOOLQJ�FULWHULD�FDQ�EH�YHU\�VXEVWDQWLDO�IRU�SURGXF�
HUV��SDUWLFXODUO\�VPDOO�DQG�PHGLXP�VL]HG�FRPSDQLHV�

81'3��8QLWHG�1DWLRQV�'HYHORSPHQW�3URJUDPPH��KDV�SHUIRUPHG����FRXQWU\�VSHFLILF�VWXGLHV�LQ
FR�RSHUDWLRQ�ZLWK�81&7$'��ZKHUH�D�SUHOLPLQDU\�ILQGLQJ�ZDV�WKDW�VROXWLRQV�DLPHG�DW�EULQJLQJ
WRJHWKHU�WUDGH�DQG�HQYLURQPHQW�GLG�QRW�OLH�LQ�WUDGLQJ�UXOHV�RU�LQ�ZHDNHU�HQYLURQPHQW�UXOHV�EXW
ZHUH�WR�EH�IRXQG�DERYH�DOO�LQ�WKH�GHYHORSPHQW�DVSHFW��LQ�FDSDFLW\�GHYHORSPHQW�DQG�WKH�WUDQVIHU�RI
WHFKQRORJ\�

7KH�'HYHORSPHQW�$VVLVWDQFH�&RPPLWWHH��'$&��LV�WKH�IRUXP�ZLWKLQ�2(&'�ZKHUH�WKH�GR�
QRU�QDWLRQV�FDQ�GLVFXVV�GHYHORSPHQW�VWUDWHJLHV�DQG�GHYHORSPHQW�SURJUDPPHV��,Q������WKH�:RUNLQJ
3DUW\�RQ�'HYHORSPHQW�$VVLVWDQFH�DQG�(QYLURQPHQW�ZDV�VHW�XS�WR�ZRUN�VSHFLILFDOO\�ZLWK�DLG�DQG�HQYLURQ�
PHQW�LVVXHV��6LGD�,1(&�LV�UHSUHVHQWHG�RQ�WKH�2(&'�'$&�

,Q������D�ZRUNVKRS�ZDV�RUJDQLVHG�RQ�WKH�WKHPH�RI�WUDGH�DQG�HQYLURQPHQW�ZKLFK�UHVXOWHG�LQ�SROL�
FLHV�DQG�FRQFUHWH�SURSRVDOV�IRU�DFWLRQ�IRU�WKH�2(&'�FRXQWULHV�LQ�WKHLU�HIIRUWV�WR�KHOS�WKH�GHYHORS�
LQJ�QDWLRQV�RYHUFRPH�REVWDFOHV�WR�WKH�H[SRUW�RI�WKHLU�HQYLURQPHQW�IULHQGO\�SURGXFWV��7KLV�ZRUN�LV
EHLQJ�FRQWLQXHG�E\�WKH�:RUNLQJ�3DUW\��,Q������D�IXUWKHU�ZRUNVKRS�ZDV�RUJDQLVHG��DQG�DQ�LQYHQ�
WRU\�RI�WKH�GRQRU�FRXQWULHV·�DFWLYLWLHV�ZLWKLQ�WKH�DUHD�RI�WUDGH�DQG�HQYLURQPHQW�ZDV�PDGH��ZKLFK
UHVXOWHG�LQ�WKH�SXEOLFDWLRQ�RI�&DVH�6WXGLHV�RI�'RQRU�$FWLYLWLHV�DW�WKH�7UDGH�(QYLURQPHQW�,QWHUIDFH�

����7MHE
W�EGXMZMXMIW�[MXLMR�XVEHI�ERH�XLI�IRZMVSRQIRX
7UDGH�DQG�WUDGH�DQG�LQGXVWU\�SURPRWLQJ�LQLWLDWLYHV�IURP�6LGD�DUH�SXUVXHG�WKURXJK�WKH�'HSDUW�
PHQW�IRU�,QIUDVWUXFWXUH�DQG�(FRQRPLF�&R�RSHUDWLRQ��SULPDULO\�ZLWKLQ�WKH�XQLW�IRU�WKH�GHYHORS�
PHQW�RI�7UDGH�DQG�,QGXVWU\�

7KLV�GHSDUWPHQW�VXSSRUWV�6LGD·V�ZRUN�ZLWK�LQLWLWDWLYHV�VXFK�DV�HQKDQFLQJ�WKH�H[SRUW�SRWHQWLDO�RI
GHYHORSLQJ�QDWLRQ�SURGXFWV�YLD�PDUNHWLQJ�SURMHFWV�DQG�E\�GHYHORSLQJ�WKHLU�LQVWLWXWLRQDO�FDSDFLW\�
,W�DOVR�GHDOV�ZLWK�FDSLWDO�IXQGLQJ�DQG�WKH�GHYHORSPHQW�RI�FR�RSHUDWLRQ�DQG�DOOLDQFHV�EHWZHHQ�FRP�
SDQLHV��6LGD�,1(&�VHHNV�WR�SHUVXDGH�WKH�GHYHORSLQJ�QDWLRQV�WR�LQYHVW�LQ�HQYLURQPHQW�IULHQGO\
SURGXFWV�DQG�RUJDQLF�IDUPLQJ�DQG�VR�UHDFK�D�JURZLQJ�PDUNHW�LQ�WKH�ZHVWHUQ�ZRUOG��6LGD�,1(&
DOVR�UHSUHVHQWV�6ZHGLVK�DLG�LQ�LQWHUQDWLRQDO�RUJDQLVDWLRQV�ZLWKLQ�DUHDV�ZKLFK�FRQFHUQ�WUDGH�DQG
DLG�

7KH�IROORZLQJ�SURMHFWV�DQG�DFWLYLWLHV�ZLWKLQ�6LGD�DLP�WR�HQFRXUDJH�WKH�WUDQVLWLRQ�WR�HQYLURQPHQW
IULHQGO\�SURGXFWLRQ�LQ�WKH�GHYHORSLQJ�QDWLRQV�LQ�GLIIHUHQW�ZD\V�

• 7UDGH�DQG�(QYLURQPHQW��$�UHSRUW�RQ�WKH�DUHD�RI�WUDGH�DQG�HQYLURQPHQW�SURGXFHG�E\
6LGD·V�SROLF\�GHSDUWPHQW��7KH�UHSRUW�SULQFLSDOO\�FRQVLGHUV�WKH�TXHVWLRQV�RI�ZKHWKHU�PRUH�OLE�
HUDO�WUDGH�OHDGV�WR�QHJDWLYH�HQYLURQPHQW�HIIHFWV�DQG�LI�WKH�XVH�RI�HQYLURQPHQW�SROLF\�UHVWUDLQWV
LV�FRPSDWLEOH�ZLWK�DJUHHPHQWV�RQ�IUHH�WUDGH��7KH�UHSRUW�DOVR�FRQVLGHUV�WKH�TXHVWLRQ�RI�ZKDW
DFWLRQV�DLG�RUJDQLVDWLRQV�FDQ�WDNH�ZLWKLQ�WKH�DUHD�RI�WUDGH�DQG�HQYLURQPHQW�ZKLFK�FDQ�LQ�
FUHDVH�PDUNHW�DFFHVV�IRU�WKH�SRRUHU�QDWLRQV�DW�WKH�VDPH�WLPH�DV�WKH�FRXQWULHV�WKHPVHOYHV�DUH
GHYHORSHG�LQ�D�VXVWDLQDEOH�ZD\�
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• 0DUNHW�%ULHIV��6LGD�KDV�SURGXFHG�WZR�PDUNHW�DQDO\VHV�RQ�WUDGH�DQG�WKH�HQYLURQPHQW�

7UDGH�DQG�WKH�(QYLURQPHQW�SURYLGHV�DQ�RYHUYLHZ�RI�WKH�VLWXDWLRQ�RQ�WKH�6ZHGLVK�PDUNHW�IRU�HQYL�
URQPHQW�IULHQGO\�SURGXFWV��7KH�UHSRUW�ORRNV�DW�HFR�ODEHOOLQJ��HQYLURQPHQW�PDQDJHPHQW��SXE�
OLF�VSHQGLQJ��WUHQGV�DQG�RSSRUWXQLWLHV�

2UJDQLF�)RRG�3URGXFWV�SURYLGHV�DQ�RYHUYLHZ�RI�WKH�6ZHGLVK�PDUNHW�IRU�RUJDQLF�IRRG�SURGXFWV�
,W�GHDOV�ZLWK�SXUFKDVLQJ�FKDQQHOV��HQYLURQPHQW�GHPDQGV��DGGLWLYHV��SDFNDJLQJ�HWF�

• &HUWLILFDWLRQ�6HW�XS�*XLGH��$�JXLGH�ERRN�WR�VLPSOLI\�WKH�VHWWLQJ�XS�RI�LQVSHFWLRQ�RUJDQL�
VDWLRQV�LQ�WKH�GHYHORSLQJ�QDWLRQV��7KH�JXLGH�FRQWDLQV�´KRZ�WRµ�LQIRUPDWLRQ�IRU�FHUWLILFDWLRQ�
LQWHUQDWLRQDO�VWDQGDUGV�HWF��7KH�ERRN�KDV�EHHQ�SURGXFHG�E\�,)2$0��WKH�,QWHUQDWLRQDO�)HG�
HUDWLRQ�RI�2UJDQLF�$JULFXOWXUDO�0RYHPHQW��DQ�LQWHUQDWLRQDO�XPEUHOOD�RUJDQLVDWLRQ�IRU�RUJDQLF
IDUPHUV�DQG�RWKHUV�

• (QYLURQPHQW�VWDQGDUG�IRU�WH[WLOHV��7KH�GHYHORSPHQW�RI�XQLIRUP�LQWHUQDWLRQDO�VWDQGDUGV
IRU�RUJDQLF�WH[WLOHV��,)2$0�ZDV�UHVSRQVLEOH�IRU�FUHDWLQJ�WKHVH�VWDQGDUGV�

• (323$�²�2UJDQLF�DJULFXOWXUH�LQ�$IULFD��$�SURMHFW�ZKLFK�LV�HQJDJHG�LQ�GHYHORSLQJ�DJUL�
FXOWXUH�DQG�WKH�H[SRUW�RI�RUJDQLF�DJULFXOWXUDO�SURGXFWV�IURP�$IULFDQ�FRXQWULHV��7KH�SURMHFW
VXSSRUWV�IDUPHUV�ZLWK�WUDLQLQJ��RUJDQLVDWLRQ��FHUWLILFDWLRQ�DQG�PDUNHW�FRQWDFWV�

• (QYLURQPHQW�VHPLQDU�LQ�,QGLD��1$785�,1(&�LV�JRLQJ�WR�KROG�DQ�HQYLURQPHQW�VHPL�
QDU�LQ�7LUSXU��,QGLD��7KH�WDUJHW�JURXS�LV�WH[WLOH�H[SRUWHUV�DQG�RUJDQLVDWLRQV�SOXV�JRYHUQPHQW
DQG�ORFDO�DXWKRULW\�HQYLURQPHQW�RIILFHUV�DQG�WKH�OHFWXUHUV�ZLOO�EH�6ZHGLVK�LPSRUWHUV�DQG�UH�
VHDUFKHUV�LQWR�ZDWHU�FRQVHUYDWLRQ��7KH�REMHFW�RI�WKH�VHPLQDU�LV�WR�SURYLGH�WKH�H[SRUWHUV�ZLWK
LQIRUPDWLRQ�RQ�(8�PHPEHU�VWDWH�UHTXLUHPHQWV�IRU�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�DQG�WKH
ZDWHU�VLWXDWLRQ�LQ�7LUSXU��DQG�KRZ�WKLV�LV�OLQNHG�WR�WKH�WH[WLOHV�LQGXVWU\��7KH�DLP�LV�DOVR�WR�LQL�
WLDWH�D�GLDORJXH�EHWZHHQ�WKH�WH[WLOH�H[SRUWHUV�DQG�HQYLURQPHQW�RIILFHUV�LQ�WKH�DUHD�

• &RUSRUDFLRQ�)DQDQLHUD�$PELHQWDO�²�*UHHQ�YHQWXUH�FDSLWDO�IXQG��7R�LPSURYH�WKH
FKDQFHV�RI�DWWUDFWLQJ�WKH�QHFHVVDU\�LQYHVWPHQWV�WR�DFKLHYH�VXVWDLQDEOH�JURZWK�IRU�VPDOO�DQG
PHGLXP�VL]HG�FRPSDQLHV�LQ�&HQWUDO�$PHULFD��6LGD�KDV�PDGH�D�86'���PLOOLRQ�JUDQW�WR�D�JUHHQ
YHQWXUH�FDSLWDO�IXQG�

7MHE�WYTTSVXIH�TVSNIGXW

• ,QWHUQDWLRQDO�&HQWUH�IRU�7UDGH�DQG�6XVWDLQDEOH�'HYHORSPHQW��7KH�FHQWUH�JDWKHUV
DQG�SUHSDUHV�GRFXPHQWDWLRQ�RQ�WUDGH�DQG�WKH�HQYLURQPHQW��SDUWLFXODUO\�IURP�WKH�:72��DQG
PDNHV�WKLV�LQIRUPDWLRQ�DYDLODEOH�WR�SULYDWH�RUJDQLVDWLRQV�WKURXJK�SXEOLFDWLRQV��SHULRGLFDOV�DQG
,7��7KH�FHQWUH�LV�LQGHSHQGHQW�EXW�ZDV�LQLWLDWHG�E\�,8&1�²�WKH�:RUOG�&RQVHUYDWLRQ�8QLRQ�

• ,QWHUQDWLRQDO�&RQIHUHQFH�RQ�&RQVXPHU�3URWHFWLRQ��6LGD�VXSSRUWHG�WKH�RUJDQLVDWLRQ
RI�WKH�,QWHUQDWLRQDO�&RQIHUHQFH�RQ�&RQVXPHU�3URWHFWLRQ�LQ�1HZ�'HOKL�LQ�-DQXDU\�������7KH
FRQIHUHQFH�GHOHJDWHV�ZHUH�UHSUHVHQWDWLYHV�RI�SULYDWH�RUJDQLVDWLRQV�LQ�6RXWK�$VLD��7KH�FRQIHU�
HQFH�ZDV�RUJDQLVHG�E\�&RQVXPHUV�,QWHUQDWLRQDO�(QJODQG�DQG�WKH�&RQVXPHU�DQG�7UXVW�6RFL�
HW\��,QGLD�

• ([SHUW�3DQHO�RQ�7UDGH�DQG�6XVWDLQDEOH�(QYLURQPHQW��ZDV�RUJDQLVHG�E\�WKH�:RUOG
:LOGOLIH�)XQG��::)��LQ�*HQHYD��6ZLW]HUODQG��7KH�SDQHO�JDWKHUHG�UHSUHVHQWDWLYHV�RI�DXWKRUL�
WLHV�DQG�SULYDWH�RUJDQLVDWLRQV�DQG�RWKHU�H[SHUWV�ZLWKLQ�WKH�ILHOG�WR�DQDO\VH�DQG�SXW�IRUZDUG
UHFRPPHQGDWLRQV�WR�WKH�:72�&RPPLWWHH�RQ�7UDGH�DQG�(QYLURQPHQW�DQG�RWKHUV�
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• (FR�7UDGH�0DQXDO��GHDOV�ZLWK�WKH�VLWXDWLRQ�LQ�WKH�(8�FRXQWULHV��HQYLURQPHQW�UHJXODWLRQV�
VWDQGDUGV��HQYLURQPHQW�SROLFLHV��WKH�WUDQVLWLRQ�WR�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�HWF��7KH
WDUJHW�JURXS�IRU�WKH�SXEOLFDWLRQ�LV�GHYHORSLQJ�QDWLRQ�H[SRUWHUV�DQG�H[SRUW�RUJDQLVDWLRQV��7KH
(FR�7UDGH�0DQXDO�ZDV�SURGXFHG�LQ�FR�RSHUDWLRQ�ZLWK�&%,�²�+ROODQG��125$'�²�1RUZD\
DQG�'DQLGD�²�'HQPDUN�

• (QYLURQPHQWDO�4XLFN�6FDQ�²�7H[WLOH��$�PDQXDO�IRU�WKH�WH[WLOHV�VHFWRU�ZKLFK�FRQWDLQV
SURGXFW�UHODWHG��GHWDLOHG�LQIRUPDWLRQ�RQ�ODZV��VWDQGDUGV��WHFKQLFDO�VROXWLRQV��SDFNDJLQJ�HWF�
7KH�WDUJHW�JURXS�IRU�WKH�PDQXDO�LV�WH[WLOH�SURGXFHUV��H[SRUW�RUJDQLVDWLRQV�

• ,62�������²�VHPLQDUV�LQ�GHYHORSLQJ�FRXQWULHV��,Q�RUGHU�WR�FUHDWH�DZDUHQHVV�DQG�LQVLJKWV�LQWR
WKH�LPSRUWDQFH�RI�VXVWDLQDEOH�GHYHORSPHQW�SOXV�NQRZOHGJH�RI�HQYLURQPHQW�IULHQGO\�WHFKQRO�
RJ\��,62�LV�DUUDQJLQJ�VHPLQDUV�LQ�VHYHQ�GHYHORSLQJ�QDWLRQ�UHJLRQV�

• 'HYHORSLQJ�QDWLRQ�SDUWLFLSDWLRQ�LQ�VWDQGDUGLVDWLRQ�PHHWLQJV��,Q�RUGHU�WR�JLYH�WKH
GHYHORSLQJ�QDWLRQV�PRUH�LQIOXHQFH�LQ�LQWHUQDWLRQDO�IRUXPV�RQ�HFR�ODEHOOLQJ�DQG�HQYLURQPHQW
PDQDJHPHQW��6LGD�HQFRXUDJHV�WKH�SDUWLFLSDWLRQ�RI�VSHFLDOLVWV�IURP�WKH�GHYHORSLQJ�QDWLRQV�LQ
,62�VWDQGDUGLVDWLRQ�PHHWLQJV�

• )DLU�7UDGH. Sida supports two organisations which promote Fair Trade:

�� )|UHQLQJHQ�I|U�5lWWYLVHPlUNQLQJ��7KH�$VVRFLDWLRQ�IRU�)DLU�7UDGH�ODEHOOLQJ��SURPRWHV
WKH�LQWURGXFWLRQ�RI�WUDGH�LQ�DFFRUGDQFH�ZLWK�´IDLU�WUDGHµ�RQ�WKH�6ZHGLVK�PDUNHW��7KH�$VVRFLD�
WLRQ�FR�RSHUDWHV�ZLWK�RWKHU�IDLU�WUDGH�RUJDQLVDWLRQV�LQ�VXFK�DUHDV�DV�SURGXFHU�OLVWV�DQG�FHUWLIL�
FDWLRQ��)|UHQLQJHQ�I|U�5lWWYLVHPlUNQLQJ�KDV�QRZ�LQWURGXFHG�FRIIHH�DV�WKH�ILUVW�SURGXFW�ZLWK
WKH�IDLU�WUDGH�ODEHO�LQ�6ZHGHQ�

�� )DLU�7UDGH�&HQWHU�LV�D�IRXQGDWLRQ�ZKLFK�VHHNV�WR�FROODWH�DQG�GLVVHPLQDWH�LQIRUPDWLRQ�WR
FRQVXPHUV�RQ�WKH�FRQQHFWLRQ�EHWZHHQ�SULYDWH�FRQVXPSWLRQ�E\�LQGLYLGXDOV�DQG�WKH�HIIHFWV�RQ
WKH�HQYLURQPHQW�DQG�VRFLDO�FRQGLWLRQV��SDUWLFXODUO\�LQ�WKH�GHYHORSLQJ�ZRUOG�

����7YQQEV]
7KH�DQVZHU�WR�WKH�TXHVWLRQ�RI�ZKHWKHU�IUHH�WUDGH�LV�JRRG�RU�EDG�IRU�WKH�HQYLURQPHQW�GHSHQGV�RQ
WKH�SOD\LQJ�UXOHV�WKDW�DSSO\��)UHH�WUDGH�ZKLFK�LV�EDVHG�RQ�VRXQG�HQYLURQPHQW�UHJXODWLRQV�FDQ�VXS�
SRUW�WKH�HQYLURQPHQW�ZKLOH�D�ODFN�RI�FRQFHUQ�IRU�WKH�HQYLURQPHQW�FDQ�OHDG�WR�XQFRQWUROOHG�GDPDJH
WR�WKH�HQYLURQPHQW�

*UHHQ�*63��SUHIHUHQWLDO�WUHDWPHQW�ZLWKLQ�WKH�*63�IRU�HQYLURQPHQW�IULHQGO\�DJULFXOWXUDO�SURGXFWV�
RXJKW�WR�EH�D�ZD\�WR�HQFRXUDJH�WKH�WUDQVLWLRQ�WR�HQYLURQPHQW�IULHQGO\�PHWKRGV�LQ�WKH�GHYHORSLQJ
QDWLRQV�

0DQ\�RUJDQLVDWLRQV��ERWK�QDWLRQDO�DQG�LQWHUQDWLRQDO��DUH�DFWLYH�ZLWKLQ�WKH�DUHD�RI�7UDGH�DQG�WKH
(QYLURQPHQW�
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��7XERHEVHMWEXMSR�ERH�XLI�QEVOIX�JSV�)'3�PEFIPPIH
TVSHYGXW

(FR�ODEHOOLQJ�DQG�HQYLURQPHQW�JXLGDQFH�DUH�WZR�V\VWHPV�ZLWK�GLIIHUHQW�DLPV��(FR�ODEHOOLQJ�LV�GH�
VLJQHG�WR�VKRZ�FXVWRPHUV�WKH�HQYLURQPHQW�TXDOLWLHV�RI�WKH�VSHFLILF�SURGXFW�WR�HQDEOH�WKHP�WR�PDNH
DQ�HQYLURQPHQWDOO\�DZDUH�SXUFKDVLQJ�GHFLVLRQ��(QYLURQPHQW�JXLGDQFH�SURYLGHV�LQIRUPDWLRQ�RQ
WKH�FRPSDQ\·V�LQWHUQDO�SURFHGXUHV�IRU�VWUXFWXULQJ�HQYLURQPHQW�LQLWLWDWLYHV�DQG�DV�VXFK�WKLV�HQYL�
URQPHQW�LQIRUPDWLRQ�LV�QRW�SURGXFW�UHODWHG�

����7XERHEVHW�JSV�IRZMVSRQIRX�KYMHERGI��IRZMVSRQIRX�EYHMXW�ERH
IRZMVSRQIRX�PEFIPPMRK

8LI�-RXIVREXMSREP�3VKERMWEXMSR�JSV�7XERHEVHMWEXMSR�r�-73
,62�7HFKQLFDO�&RPPLWWHH��7&������LV�PDGH�XS�RI�VHYHQ�VXE�FRPPLWWHHV�DQG�LV�WKH�,62�VHFWLRQ
ZKLFK�GHYHORSV�VWDQGDUGV�IRU�HQYLURQPHQW�JXLGDQFH��HQYLURQPHQW�DXGLWV�DQG�HFR�ODEHOOLQJ��7KHVH
DOO�IDOO�ZLWKLQ�WKH�,62�������VHULHV��7KH�,62�VWDQGDUGV�IRU�HFR�ODEHOOLQJ�DUH�QRW�HFR�ODEHOOLQJ�FULWHULD�IRU�SURG�
XFWV��EXW�UDWKHU�VWDQGDUGV�IRU�KRZ�HFR�ODEHOOLQJ�VKRXOG�EH�GRQH�

7ZR�WKLUGV�RI�,62�PHPEHUV�FRPH�IURP�WKH�GHYHORSLQJ�QDWLRQV��,I�UHSUHVHQWDWLYHV�IURP�WKHVH
FRXQWULHV�DUH�WR�EH�JLYHQ�PRUH�VD\�LQ�WKH�RUJDQLVDWLRQ�DQG�WR�EH�DEOH�WR�LQIOXHQFH�WKLV�ZRUN�PRUH
HIIHFWLYHO\��WKH\�QHHG�WR�NQRZ�PRUH�DERXW�LW��,62�'(9352��,62�3URJUDPPH�IRU�'HYHORSLQJ
&RXQWULHV��ZDV�FUHDWHG�WR�WDNH�WKH�LQWHUHVWV�RI�WKH�GHYHORSLQJ�QDWLRQV�LQWHUHVWV�LQWR�DFFRXQW�
'(9352�SXEOLVKHV�PDQXDOV��DUUDQJHV�VHPLQDUV��SURYLGHV�WUDLQLQJ�IRU�UHSUHVHQWDWLYHV�RQ�,62
VWDQGDUGLVDWLRQ�FRPPLWWHHV��HWF�

����)RZMVSRQIRX�KYMHERGI
,62�������LV�DQ�LQWHUQDWLRQDO��LQWHUQDO�LQVWUXPHQW�ZKLFK�FRPSDQLHV�FDQ�XVH�WR�JXLGH�DQG�GHYHORS
WKHLU�HQYLURQPHQW�LQLWLDWLYHV��7KH�V\VWHP�HPEUDFHV�WKH�FRPSDQ\�DQG�LWV�SURGXFWV�IURP�D�OLIH�F\FOH
SHUVSHFWLYH�DQG�WKH�FRPSDQ\�VHWV�LWV�RZQ�HQYLURQPHQW�GHPDQGV��7KH�IDFW�WKDW�D�FRPSDQ\�LV�FHUWL�
ILHG�WR�,62�������VWDQGDUG�GRHV�QRW�QHFHVVDULO\�PHDQ�WKDW�WKH�FRPSDQ\�LV�EHWWHU�WKDQ�RWKHU�FRP�
SDQLHV�IURP�DQ�HQYLURQPHQWDO�SRLQW�RI�YLHZ��,W�VLPSO\�PHDQV�LW�KDV�VDWLVILHG�LWV�RZQ�WDUJHWV��$Q
,62�������FHUWLILFDWH�FDQ�EH�XVHG�ZKHQ�PDUNHWLQJ�WKH�FRPSDQ\�EXW�QRW�LWV�SURGXFWV��,62������
LV��OLNH�(0$6��LQIOXHQFHG�E\�WKH�%ULWLVK�6WDQGDUGV��%6�������V\VWHP�

7KH�(8�KDV�LWV�RZQ�VSHFLILF�LQWHUQDO�V\VWHP��(FRORJLFDO�0DQDJHPHQW�$XGLW�6FKHPH
�(0$6���,Q�DGGLWLRQ�WR�UHJXODWLRQV�RQ�HQYLURQPHQW�PDQDJHPHQW��(0$6�DOVR�UHTXLUHV�WKDW�FHUWL�
ILHG�FRPSDQLHV�SXEOLVK�VSHFLILF�HQYLURQPHQW�DXGLWV��,62�������LV�DSSURYHG�DV�D�SDUW�RI�(0$6�
2QO\�(8�EDVHG�FRPSDQLHV�FDQ�EH�FHUWLILHG�WR�(0$6�

����)RZMVSRQIRX�EYHMX
(QYLURQPHQW�DXGLWV�DUH�WLHG�WR�HQYLURQPHQW�PDQDJHPHQW�DQG�GRQH�RQ�D�FRPSDQ\·V�RZQ�LQLWLDWLYH�
(QYLURQPHQW�DXGLWLQJ�PHDQV�WKH�FRPSDQ\�LWVHOI�HYDOXDWHV�DQG�PHDVXUHV�WKH�UHVXOWV�RI�LWV�RZQ�HQYL�
URQPHQW�HIIRUWV��$XGLWLQJ�HQWDLOV�PDNLQJ�UHJXODU�HQYLURQPHQW�DXGLWV�DQG�DVVHVVPHQWV�RI�KRZ�ZHOO
WKH�FRPSDQ\�LV�OLYLQJ�XS�WR�LWV�RZQ�UHJXODWLRQV��FXUUHQW�OHJLVODWLRQ�DQG�LWV�SULQFLSOHV��&RPSDQLHV
PXVW�DOVR�VXSSO\�LWV�H[HFXWLYH��VKDUHKROGHUV��HPSOR\HHV��DXWKRULWLHV�DQG�WKH�JHQHUDO�SXEOLF�ZLWK
UHOHYDQW�LQIRUPDWLRQ�
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����)GS�PEFIPPMRK
(FR�ODEHOOLQJ�PHDQV�WKDW�SURGXFWV�ZKLFK�PHHW�VSHFLILF�HQYLURQPHQW�UHTXLUHPHQWV�PD\�EH�ODEHOOHG
ZLWK�D�VSHFLDO�V\PERO��(FR�ODEHOOLQJ�DLPV�WR�PDNH�LW�HDVLHU�IRU�WKH�FRQVXPHU�WR�FKRRVH�SURGXFWV
ZKLFK�FDXVH�WKH�OHDVW�HQYLURQPHQW�GDPDJH�DQG�WR�HQFRXUDJH�FRPSDQLHV�WR�GHYHORS�PRUH�HQYL�
URQPHQW�IULHQGO\�SURGXFWV�

(FR�ODEHOOLQJ�LQGLFDWHV�WKDW�WKH�SURGXFW�KDV�EHHQ�LQVSHFWHG�DQG�WHVWHG�DQG�WKHQ�FHUWLILHG�LQ�DFFRU�
GDQFH�ZLWK�WKH�UHTXLUHPHQWV�ODLG�GRZQ�E\�WKH�UHVSHFWLYH�RUJDQLVDWLRQ��(FR�ODEHOOLQJ�SODFHV�GH�
PDQGV�RQ�SURGXFWV�DQG�RIWHQ�DOVR�FRYHUV�WKHLU�PDQXIDFWXUH��/DEHOOLQJ�LV�JHQHUDOO\�ILQDQFHG�E\�IHHV
SDLG�E\�WKH�OLFHQVHG�FRPSDQLHV��,I�HFR�ODEHOOLQJ�LV�WR�ZRUN�DV�RULJLQDOO\�LQWHQGHG��FRQVXPHUV�QHHG
WR�EH�HQYLURQPHQWDOO\�DZDUH�DQG�WKH�ODEHOOLQJ�FUHGLEOH��1RU�PXVW�LW�EH�WRR�H[SHQVLYH�RU�MRLQLQJ�WKH
VFKHPH�FDXVH�XQUHDVRQDEOH�EXUHDXFUDWLF�FRPSOLFDWLRQV�IRU�WKH�SURGXFHUV�

������)GS�PEFIPPMRK�GVMXIVME
(FR�ODEHOOLQJ�LV�QRUPDOO\�EDVHG�RQ�UHODWLYH�FULWHULD�ZKHUH�WKH�EHVW��OHDVW�GDPDJLQJ��DOWHUQDWLYHV�DUH
DZDUGHG�DQ�HFR�ODEHO��0RVW�HFR�ODEHOOLQJ�V\VWHPV�KDYH�D�SROLF\�RI�WLJKWHQLQJ�WKH�FULWHULD�LQ�GLUHFW
SURSRUWLRQ�WR�WKH�QXPEHU�RI�SURGXFWV�HOLJLEOH�IRU�DSSURYDO��7KLV�FDQ�FDXVH�PDMRU�SUREOHPV�IRU
SURGXFHUV�ZKR�DUH�ORFDWHG�VR�IDU�IURP�WKH�PDUNHW�WKDW�WKH\�ULVN�IDOOLQJ�EHKLQG�DOO�WKH�WLPH�DV�LW�LV
GLIILFXOW�IRU�WKHP�WR�REWDLQ�LQIRUPDWLRQ�RQ�FKDQJHV�LQ�WKH�PDUNHW�DQG�WR�DFTXLUH�QHZ�WHFKQRORJ\�

&HUWDLQ�HFR�ODEHOOLQJ�V\VWHPV�RQO\�WDNH�LQWR�DFFRXQW�WKH�ILQLVKHG�SURGXFW��RWKHUV�LQFOXGH�WKH
PHWKRG�RI�SURGXFWLRQ�WRR��7KH�HQYLURQPHQWDO�LPSDFW�WKURXJKRXW�WKH�SURGXFW·V�HQWLUH�OLIH�F\FOH�²
UDZ�PDWHULDOV��PDQXIDFWXUH��XVH��GLVSRVDO�UHF\FOLQJ�FDQ�DOVR�EH�DVVHVVHG��/&$�²�/LIH�&\FOH�$V�
VHVVPHQW���0DQ\�GHYHORSLQJ�QDWLRQV�DUH�RSSRVHG�WR�WDNLQJ�KRZ�D�SURGXFW�LV�PDQXIDFWXUHG�LQWR
DFFRXQW��DQG�UHDVRQ�WKDW�WKLV�FULWHULRQ�IRU�HFR�ODEHOOLQJ�DFWV�DV�DQ�REVWDFOH�WR�WUDGH�

������8LI�HMJJIVIRX�X]TIW�SJ�IGS�PEFIPW
7KHUH�DUH�DURXQG�WZHQW\�GLIIHUHQW�HFR�ODEHOOLQJ�V\VWHPV�LQ�WKH�ZRUOG�WRGD\��&HUWDLQ�HFR�ODEHOV�KDYH
EHHQ�FUHDWHG�E\�HQYLURQPHQW�RUJDQLVDWLRQV��H�J��WKH�6ZHGLVK�%UD�0LOM|YDO���RWKHU�ODEHOV�DUH�RIILFLDO�
IRU�LQVWDQFH��WKH�(8�)ORZHU�DQG�WKH�6ZDQ�

��������7KH�(8�)ORZHU
:LWKLQ�WKH�(8�WKHUH�LV�DQ�RYHUODSSLQJ�RIILFLDO�ODEHO�²�WKH�´(8�)ORZHUµ��7KH�(8�)ORZHU�KDG
SUREOHPV�JDLQLQJ�DFFHSWDQFH�RQ�WKH�PDUNHW�DQG�LQ�GHYHORSLQJ�QHZ�FULWHULD��,Q�6ZHGHQ�RQO\�G\HV
DUH�HQGRUVHG�IRU�WKH�(8�)ORZHU��2QO\�WKH�FULWHULD�IRU�SDSHUV�DQG�WH[WLOHV�DUH�UHOHYDQW�WR�W\SLFDO
GHYHORSLQJ�QDWLRQ�SURGXFWLRQ��7KH�FULWHULD�IRU�7�VKLUWV�DQG�EHG�OLQHQ�FRQWDLQ�FHUWDLQ�UHVWULFWLRQV
FRQFHUQLQJ�WKH�OHYHOV�RI�SHVWLFLGHV�LQ�WKH�ILEUHV��ZKLFK�LQGLUHFWO\�FRYHUV�RQH�SDUWLFXODU�HQYLURQPHQW
GHPDQG�RQ�WKH�SURGXFW��7KH�FULWHULD�IRU�SDSHU�GHPDQG�D�KLJK�SHUFHQWDJH�RI�UHF\FOHG�SDSHU�
ZKLFK�ZRUNV�DJDLQVW�H[SRUWV�IURP�GHYHORSLQJ�QDWLRQV�IDU�IURP�WKH�PDUNHW��DV�WKH\�PXVW�LPSRUW
UHF\FOHG�SDSHU�

��������%ODXH�(QJHO
7KH�*HUPDQ�´%ODXH�(QJHOµ�LV�WKH�ROGHVW�DQG�PRVW�ZHOO�NQRZQ�RI�WKH�ODUJH�QXPEHU�RI�RWKHU�(8
HFR�ODEHOOLQJ�V\VWHPV��,W�ZDV�LQWURGXFHG�DV�ORQJ�DJR�DV������DQG�LV�WKH�ODUJHVW�HFR�ODEHOOLQJ�V\VWHP
LQ�WKH�ZRUOG��,W�FRYHUV�DURXQG�������SURGXFWV��$V�ZLWK�PRVW�RWKHU�HFR�ODEHOOLQJ�V\VWHPV��LW�GRHV�QRW
FRYHU�YHU\�PDQ\�SURGXFWV�ZKLFK�DUH�W\SLFDO�IRU�WKH�GHYHORSLQJ�QDWLRQV��&ULWHULD�IRU�FDQH�DQG�MXWH�
W\SLFDO�H[SRUW�SURGXFWV�IURP�WKH�GHYHORSLQJ�QDWLRQV��DUH�KRZHYHU�FXUUHQWO\�EHLQJ�GHYHORSHG�

��������7KH�6ZDQ�²�7KH�1RUGLF�5HJLRQ
7KH�6ZDQ�LV�WKH�RIILFLDO�1RUGLF�HFR�ODEHOOLQJ�V\VWHP��7KHUH�DUH�DURXQG�������6ZDQ�ODEHOOHG�SURG�
XFWV�RQ�WKH�6ZHGLVK�PDUNHW��7KH�PDMRULW\�RI�DSSURYHG�SURGXFWLRQ�LV�6ZHGLVK��DQG�D�TXDUWHU�LV
SURGXFHG�RXWVLGH�WKH�1RUGLF�UHJLRQ��1RQH�RI�WKH�ILQLVKHG�SURGXFWV�FRPHV�IURP�GHYHORSLQJ�QDWLRQV�
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KRZHYHU�D�SURSRUWLRQ�RI�WKH�ILQLVKHG�SURGXFWV�LQFOXGHV�UDZ�PDWHULDOV��SXOS�SDSHU�DQG�WH[WLOHV�
ZKLFK�GR�FRPH�IURP�WKHUH�

��������%UD�0LOM|YDO�²�6ZHGHQ
7KLV�ODEHO�ZDV�LQLWLDWHG�E\�WKH�1DWXUH�&RQVHUYDQF\�%RDUG�LQ�FR�RSHUDWLRQ�ZLWK�WKH�UHWDLO�WUDGH�
7KHUH�DUH�FXUUHQWO\�DURXQG�������SURGXFWV�ZKLFK�DUH�%UD�0LOM|YDO�ODEHOOHG��1R�ILQLVKHG�SURGXFWV
FRPH�IURP�WKH�GHYHORSLQJ�QDWLRQV��+RZHYHU��UDZ�PDWHULDOV�IURP�WKHUH�DUH�XVHG�LQ�WH[WLOH�DQG
FKHPLFR�WHFKQLFDO�SURGXFWV��1R�VSHFLILF�HQYLURQPHQWDO�UHTXLUHPHQWV�DUH�QRUPDOO\�DSSOLHG�RQ�VXFK
UDZ�PDWHULDOV��H�J��UHTXLUHPHQWV�FRQFHUQLQJ�FXOWLYDWLRQ���7KH�H[FHSWLRQV�DUH�WH[WLOH�ILEUHV�DQG�SD�
SHU�ZKHUH�WKH�UDZ�PDWHULDO�LV�FRYHUHG�

��������.5$9
.5$9�LV�DQ�LQVSHFWLRQ�ERG\�IRU�RUJDQLF�IDUPLQJ��7KH�.5$9�ODEHO�KDV�EHFRPH�WKH�PRVW�UHFRJ�
QLVHG�HFR�ODEHO�IRU�IRRG�LQ�6ZHGHQ�LQ�D�VKRUW�VSDFH�RI�WLPH��2QH�RI�WKH�UHDVRQV�IRU�LWV�PDMRU�VXFFHVV
LV�WKH�ZLGHVSUHDG�VXSSRUW�EHKLQG�WKH�ODEHO��.5$9�FRYHUV�FURSV��OLYHVWRFN��GLVWULEXWLRQ��UHILQLQJ
DQG�LPSRUWV��VHH�DOVR�VHFWLRQV�������DQG����������

������8VEHI�QEVOW�[MXL�ER�IRZMVSRQIRX�TVSJMPI
,Q�DGGLWLRQ�WR�WKH�IORUD�RI�HFR�ODEHOV�IRU�LQGLYLGXDO�SURGXFWV�ZKLFK�DUH�LQGHSHQGHQW�RI�ZKHUH�WKH\
DUH�VROG��WKHUH�DUH�WUDGH�PDUNV�ZLWK�DQ�HQYLURQPHQW�SURILOH��ZKLFK�FHUWDLQ�FRPSDQLHV�XVH�LQ�WKHLU
FRUSRUDWH�HQYLURQPHQW�SURILOLQJ��7KHVH�ODEHOV�DUH�VSHFLILFDOO\�UHODWHG�WR�WKH�FRPSDQ\�LWVHOI��7KH\
RIIHU�QR�JXDUDQWHHV�RQ�WKH�SURGXFW·V�HQYLURQPHQW�TXDOLWLHV��EXW�DUH�XVXDOO\�FRPELQHG�ZLWK�DQ�HFR
ODEHO��([DPSOHV�RI�6ZHGLVK�HQYLURQPHQW�SURILOH�WUDGH�PDUNV�LQFOXGH�´bQJODPDUN��.)���´6.21$µ
DQG�´6XQGDµ��,&$��DQG�´1DWXUHFDUHµ��3RODUQ�	�3\UHW��

������8LI�QEVOIX�JSV�IGS�PEFIPPIH�KSSHW
7KH�PDUNHW�VLWXDWLRQ�IRU�HFR�ODEHOOHG�JRRGV�YDULHV�D�JUHDW�GHDO�IURP�FRXQWU\�WR�FRXQWU\��,Q�6ZHGHQ
WKHUH�DUH�QR�FRPSUHKHQVLYH�VWDWLVWLFV�IRU��RU�DQDO\VHV�RQ�WKH�PDUNHW�IRU�HFR�ODEHOOHG�JRRGV��VR�WKH
LQIRUPDWLRQ�SURYLGHG�E\�WKH�UHWDLO�WUDGH�LV�SUREDEO\�WKH�PRVW�UHOLDEOH��7KH�H[WHQW�RI�HFR�ODEHOOLQJ
YDULHV�FRQVLGHUDEO\�EHWZHHQ�GLIIHUHQW�SURGXFW�DUHDV��7KH�ODUJHVW�SURSRUWLRQ�RI�HFR�ODEHOOHG�SURG�
XFWV�FDQ�EH�IRXQG�ZLWKLQ�ZDVKLQJ�DQG�FOHDQLQJ�SURGXFWV��DSSUR[�����SHU�FHQW�DFFRUGLQJ�WR�,&$��

:KHQ�LW�FRPHV�WR�WH[WLOHV�DQG�FORWKLQJ�SURGXFWV��DQ�DUHD�KLJKO\�GHSHQGHQW�RQ�UDZ�PDWHULDOV�DQG
PDQXIDFWXUHG�JRRGV�IURP�WKH�GHYHORSLQJ�QDWLRQV��WKH�SURSRUWLRQ�RI�HFR�ODEHOOHG�JRRGV�LV�H[�
WUHPHO\�ORZ�

������3VKERMGEPP]�KVS[R�TVSHYGXW
7RGD\���SHU�FHQW�RI�IDUP�ODQG�LQ�6ZHGHQ�LV�GHGLFDWHG�WR�RUJDQLF�IDUPLQJ��RQO\�$XVWULD�ERDVWV�D
ODUJHU�SURSRUWLRQ�IRU�RUJDQLF�FXOWLYDWLRQ��2UJDQLFDOO\�JURZQ�SURGXFWV�PDNH�XS�WKH�ROGHVW�HFR�OD�
EHO��ZKLFK�KDV�EHHQ�LQ�H[LVWHQFH�IRU�RYHU����\HDUV��,Q�6ZHGHQ�.5$9�LV�WKH�PRVW�ZLGHVSUHDG��,Q
FRQWUDVW�WR�RWKHU�HFR�ODEHOV��WKHUH�KDYH�EHHQ�LQWHUQDWLRQDO�UXOHV�LQ�WKLV�DUHD�IRU�PDQ\�\HDUV�SOXV�DQ
DFFUHGLWDWLRQ�SURFHGXUH�IRU�FHUWLILFDWLRQ�ERGLHV��7KH�LQWHUQDWLRQDO�UXOHV�DUH�GHWHUPLQHG�E\
,)2$0�²�WKH�,QWHUQDWLRQDO�)HGHUDWLRQ�RI�2UJDQLF�$JULFXOWXUH�0RYHPHQWV��,)2$0�LV�D�IHGHUD�
WLRQ�RI�VRPH�����RUJDQLVDWLRQV�LQ�RYHU�����FRXQWULHV��7KH�PHPEHUVKLS�LV�PDGH�XS�RI�SURGXFHU�
FRQVXPHU��WUDGH��UHVHDUFK�DQG�FHUWLILFDWLRQ�RUJDQLVDWLRQV��7KH�DFFUHGLWDWLRQ�V\VWHP�IRU�RUJDQLFDOO\
JURZQ�SURGXFWV�LV�DGPLQLVWHUHG�E\�,QWHUQDWLRQDO�2UJDQLF�$FFUHGLWDWLRQ�6HUYLFHV��D�VXEVLGLDU\�RI
,)2$0�����FHUWLILFDWLRQ�ERGLHV�ZHUH�DFFUHGLWHG�LQ�0DUFK�������7KHVH�DUH�DFWLYH�LQ����FRXQWULHV
RI�ZKLFK�WKH�PDMRULW\�DUH�GHYHORSLQJ�QDWLRQV��+RZHYHU��LW�VKRXOG�EH�QRWHG�WKDW�WKH�PDMRULW\�RI�DF�
FUHGLWDWLRQ�ERGLHV�DUH�EDVHG�LQ�WKH�LQGXVWULDOLVHG�QDWLRQV�
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��������(8�'LUHFWLYH��������
6LQFH�������WKH�PDUNHWLQJ�RI�DJULFXOWXUDO�SURGXFWV�XVLQJ�WHUPV�VXFK�DV�´RUJDQLFµ��´ELRORJLFDOµ�
´QDWXUDOµ��HWF��KDV�EHHQ�FRYHUHG�E\�(8�OHJLVODWLRQ��7KH�GLUHFWLYH�QDPHV�VSHFLILF�WHUPV�IRU�WKH�YDUL�
RXV�ODQJXDJH�DUHDV��:KDW�GLIIHUHQWLDWHV�WKLV�GLUHFWLYH�IURP�H�J��WKH�GLUHFWLYHV�IRU�HFR�ODEHOV�LV�WKDW�LW
LV�PDQGDWRU\��'LUHFWLYH���������PHDQV�WKDW�QR�SURGXFWV�RWKHU�WKDQ�WKRVH�SURGXFHG�DQG�LQVSHFWHG�LQ
DFFRUGDQFH�ZLWK�WKH�GLUHFWLYH�PD\�EH�PDUNHWHG�DV�RUJDQLF�RU�VLPLODU��´ELRORJLFDOµ��´QDWXUDOµ���7KH
GLUHFWLYH�LPSRVHV�YHU\�H[WHQVLYH�GHPDQGV�RQ�UHJXODWLRQV�IRU�GHDOLQJ�ZLWK�LPSRUWV�IURP�WKLUG
FRXQWULHV��7KH�PRVW�LPSRUWDQW�UHJXODWLRQV�DUH�

�� &RXQWULHV�ZKLFK�PHHW�GLUHFWLYH�UHTXLUHPHQWV�PXVW�EH�LQFOXGHG�RQ�D�OLVW�GHWHUPLQHG�E\�WKH
&RPPLVVLRQ��7KH�SURGXFWLRQ�RI�JRRGV�LPSRUWHG�VKDOO�EH�VXEMHFW�WR�WKH�GLUHFWLRQ�RI�DQ�LQVSHF�
WLRQ�ERG\�ZKLFK�LV�VSHFLILHG�RQ�WKLV�OLVW��8S�WR������RQO\���FRXQWULHV�KDYH�EHHQ�SODFHG�RQ�WKLV
OLVW��$UJHQWLQD��$XVWUDOLD��+XQJDU\��,VUDHO�DQG�6ZLW]HUODQG�

�� 7KH�FRPSHWHQW�DXWKRULW\�LQ�WKH�H[SRUWLQJ�FRXQWU\�VKDOO�LVVXH�D�FHUWLILFDWH�IRU�HDFK�H[SRUW�FRQ�
VLJQPHQW��7KH�FHUWLILFDWH�VKDOO�VWDWH�WKDW�WKH�PHWKRG�RI�SURGXFWLRQ�LV�LQ�DFFRUGDQFH�ZLWK�D
V\VWHP�ZKLFK�LV�HTXLYDOHQW�WKDW�VWLSXODWHG�E\�WKH�(8�'LUHFWLYH�

�� 7KH�UHTXLUHPHQW�WKDW�WKH�FRXQWU\�KDV�OHJLVODWLRQ�FRYHULQJ�WKH�PDUNHWLQJ�RI�RUJDQLF�SURGXFWV�

$�PDMRU�SUREOHP�IRU�GHYHORSLQJ�QDWLRQ�SURGXFHUV�ZKR�ZLVK�WR�H[SRUW�WR�WKH�(8�LV�WKHUHIRUH�WKDW
WKH�GLUHFWLYH�GRHV�QRW�SODFH�GHPDQGV�RQ�WKH�LQGLYLGXDO�SURGXFHU�GLUHFWO\��EXW�UDWKHU�RQ�WKH�OHJLVOD�
WLRQ�RI�WKH�H[SRUWLQJ�FRXQWU\��,W�LV�XQFOHDU�ZKHWKHU�(8�'LUHFWLYH���������DQG�LWV�DSSOLFDWLRQ�LV�LQ
DFFRUGDQFH�ZLWK�WKH�DJUHHPHQW�RQ�WHFKQLFDO�EDUULHUV�WR�WUDGH��WKH�7%7�DJUHHPHQW��

,PSRUWHU�'HURJDWLRQ�RU�´WKH�EDFN�GRRUµ�LV�DQ�H[FHSWLRQ�UXOH�ZKLFK�ZDV�LQWURGXFHG�EHFDXVH�WKLUG
FRXQWU\�LPSRUWV�ZHUH�RQ�WKH�YHUJH�RI�WRWDOO\�VWDJQDWLQJ��7KH�UXOH�PHDQV�WKDW�LPSRUWHUV�FDQ�EH
SHUPLWWHG�WR�PDUNHW�RUJDQLF�SURGXFWV�ZKLFK�GR�QRW�RULJLQDWH�LQ�WKH�FRXQWULHV�RQ�WKH�OLVW��LI�WKH\�FDQ
SURYLGH�WKH�FRPSHWHQW�DXWKRULWLHV�LQ�WKH�PHPEHU�VWDWH�ZLWK�HYLGHQFH�WKDW�WKH�SURGXFW�KDV�EHHQ
SURGXFHG�LQ�DFFRUGDQFH�ZLWK�D�V\VWHP�WKDW�VDWLVILHV�WKH�GHPDQGV�RI�WKH�(8�GLUHFWLYH��7KLV�H[FHS�
WLRQ�UXOH�LV�DGPLQLVWHUHG�E\�WKH�LQGLYLGXDO�PHPEHU�VWDWHV��+RZ�WKLV�UXOH�LV�DSSOLHG�GLIIHUV�IURP
PHPEHU�VWDWH�WR�PHPEHU�VWDWH�²�RQH�SURGXFW�FDQ�WKHUHIRUH�EH�LPSRUWHG�LQWR�RQH�(8�FRXQWU\�EXW
QRW�DQRWKHU��2Q�WKH�RWKHU�KDQG��RQFH�D�SURGXFW�KDV�HQWHUHG�WKH�(8��LW�PD\�EH�IUHHO\�VROG�RQ�WR�DOO
WKH�RWKHU�(8�FRXQWULHV�

7KH�H[FHSWLRQ�UXOH�ZDV�LQWHQGHG�WR�H[SLUH�RQ����-XO\�������EXW�DQ�H[WHQVLRQ�ZDV�JUDQWHG�XQWLO���
'HFHPEHU�������$W�OHDVW����SHU�FHQW�RI�DOO�LPSRUWV�WR�WKH�(8�FRPH�WKURXJK�WKLV�EDFN�GRRU�WRGD\�
)RU�WKH�LPSRUWHUV��LPSRUWV�IURP�D�QRQ�(8�FRXQWU\�HQWDLO�D�JUHDW�GHDO�RI�H[WUD�ZRUN�DQG�XQFHU�
WDLQW\�RYHU�ZKHWKHU�RU�QRW�WKH�SURGXFW�ZLOO�ILQDOO\�EH�DSSURYHG��7KH�ULVN�LV�WKHUHIRUH�WKDW�WKH�LP�
SRUWHUV�ZLOO�SUHIHU�JRRGV�IURP�DQRWKHU�(8�FRXQWU\�RU�IURP�D�FRXQWU\�RQ�WKH�&RPPLVVLRQ·V�OLVW�
&RQVHTXHQWO\�(8�'LUHFWLYH���������SODFHV�PDMRU�UHVWULFWLRQV�RQ�PDUNHW�DFFHVV�IRU�RUJDQLF�SURG�
XFWV�IURP�WKH�GHYHORSLQJ�QDWLRQV�

7R�GDWH�,)2$0�KDV�QRW�VXFFHHGHG�LQ�LWV�HIIRUWV�WR�KDYH�SURGXFWLRQ�ZKLFK�LV�FHUWLILHG�E\�DQ
,)2$0�DFFUHGLWHG�LQVSHFWLRQ�ERG\�DOVR�DSSURYHG�IRU�LPSRUW�LQWR�WKH�(8�

��������&HUWLILFDWLRQ�RI�RUJDQLFDOO\�JURZQ�SURGXFWV
7KHUH�DUH�RYHU�����FHUWLILFDWLRQ�RUJDQLVDWLRQV�LQ�WKH�ZRUOG��0RVW�RI�WKHVH�DUH�LQ�(XURSH�DQG�1RUWK
$PHULFD��KRZHYHU�DURXQG����DUH�EDVHG�LQ�WKH�GHYHORSLQJ�QDWLRQV��2I�WKHVH��RQO\�,QVWLWXWR�%LRG\�
QDPLFR�RI�%UD]LO�KDV�EHHQ�DFFUHGLWHG�E\�,)2$0�

��������)RUHLJQ�SURGXFHUV
,W�LV�QRUPDO�SUDFWLFH�IRU�FHUWLILFDWLRQ�RUJDQLVDWLRQV�IRU�RUJDQLF�IDUPLQJ�WR�QRW�RQO\�FHUWLI\�SURGXF�
WLRQ�DEURDG��EXW�DOVR�IRUHLJQ�FRPSDQLHV��.5$9�DOVR�OLFHQVHV�IRUHLJQ�SURGXFHUV�ZKR�DUH�FHUWLILHG
E\�RWKHU�,)2$0�DFFUHGLWHG�FHUWLILFDWLRQ�ERGLHV��ZKLFK�PHDQV�WKDW�WKH\�FDQ�JDLQ�DFFHVV�WR�WKH
.5$9�ODEHO�
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7KH�FRVWV�IRU�H[WHUQDO�FHUWLILFDWLRQ�FDQ�EH�H[WUHPHO\�KLJK�LQ�WKH�GHYHORSLQJ�QDWLRQV��/RFDO�LQVSHF�
WLRQ�ERGLHV�ZRXOG�HQDEOH�WKHVH�FRVWV�WR�EH�UHGXFHG��/RFDO�ERGLHV�PXVW�KRZHYHU�JDLQ�LQWHUQDWLRQDO
UHFRJQLWLRQ��DQG�WKLV�LV�D�ORQJ�URDG�WR�WUDYHO�DQG�RIWHQ�FDOOV�IRU�WKH�DVVLVWDQFH�RI�H[SHQVLYH�FRQVXOW�
DQWV��7KH�GHYHORSPHQW�RI�´SDUWQHUVKLSVµ�EHWZHHQ�DQ�DFFUHGLWHG�LQVSHFWLRQ�ERG\�DQG�D�ORFDO�ERG\
FDQ�EH�D�SRVVLEOH�URXWH�WR�IDFLOLWDWH�WKH�JURZWK�RI�GRPHVWLF�LQVSHFWLRQ�ERGLHV�LQ�WKH�GHYHORSLQJ�QD�
WLRQV�

��������3URGXFW�UDQJH
$OO�NLQGV�RI�DJULFXOWXUDO�SURGXFWV��LQFOXGLQJ�ILEUHV�DQG�UHILQHG�IRRGVWXIIV��DUH�FHUWLILHG��$�KDQGIXO�RI
RUJDQLVDWLRQV��LQFOXGLQJ�.5$9��DOVR�FHUWLI\�WH[WLOH�SURFHVVLQJ��.5$9·V�OLVW�RI�DSSURYHG�SURGXFHUV
IHDWXUHV�DURXQG�������SURGXFWV��DQG�VRPH�VL[W\�LPSRUWHUV�DUH�PRQLWRUHG�E\�.5$9��7KHVH�LP�
SRUWHUV�PDLQO\�LPSRUW�FRORQLDO�JRRGV��IUHVK�IUXLW�DQG�YHJHWDEOHV��9LD�WKH�,)2$0�DFFUHGLWDWLRQ
SURJUDPPH��SURGXFWV�ZKLFK�DUH�DSSURYHG�E\�RWKHU�DFFUHGLWHG�LQVSHFWLRQ�ERGLHV�FDQ�DOVR�EH�OD�
EHOOHG�DV�.5$9�DSSURYHG��.5$9�KDV�GHYHORSHG�VSHFLILF�GDWD�IRU�RUJDQLF�IDUPLQJ�LQ�WKH�GHYHO�
RSLQJ�QDWLRQV�

��������2UJDQLF�SURGXFWV�LQ�WKH�UHWDLO�VHFWRU�²�6ZHGHQ
%RWK�,&$�DQG�.)��PDMRU�6ZHGLVK�VXSHUPDUNHW�FKDLQV��KDYH�DOLJQHG�WKHPVHOYHV�ZLWK�WKH�VR�FDOOHG
���SHU�FHQW�JRDO��WKDW�LV�WR�VD\�WKDW����SHU�FHQW�RI�6ZHGLVK�DJULFXOWXUH�VKDOO�EH�RUJDQLF�E\�WKH�\HDU
������7KH�FRPSDQLHV�DOVR�DLP�IRU����SHU�FHQW�RI�WKHLU�VDOHV�WR�EH�PDGH�XS�RI�RUJDQLF�SURGXFWV��,Q
�����RUJDQLF�IRRGVWXIIV�KDG�WKH�IROORZLQJ�VKDUH�RI�VDOHV�DW�,&$��IORXU��²��SHU�FHQW��FRIIHH���SHU
FHQW��EDE\�IRRG���SHU�FHQW��RQLRQV����SHU�FHQW��EHHWURRW����SHU�FHQW��SRWDWRHV���SHU�FHQW��$W�*U|QD
.RQVXP��.)��RUJDQLF�SURGXFWV�KDG�D����SHU�FHQW�VKDUH�IRU�FDUURWV�DQG�SRWDWRHV�DQG��²��SHU�FHQW
IRU�IORXU��JUDLQ�DQG�EUHDG���

2UJDQLF�FRIIHH�KDV�EHHQ�RQ�WKH�PDUNHW�IRU�DERXW�ILYH�\HDUV�EXW�RQO\�PDGH�LWV�EUHDNWKURXJK���LQ
�����ZKHQ�WKH�PDMRU�FRIIHH�FRPSDQLHV�VWDUWHG�WR�XVH�LW��DOO�FRIIHH�URDVWHUV�QRZ�WDNH�RUJDQLF�FRIIHH��
0RUH�DQG�PRUH�VRUWV�RI�RUJDQLF�FRIIHH�DUH�EHLQJ�ODXQFKHG�DQG�VDOHV�WR�GRPHVWLF�KRXVHKROGV�DUH
QRZ�VWDUWLQJ�WR�WDNH�RII�

2UJDQLF�EDQDQDV�DOVR�PDGH�D�EUHDNWKURXJK�LQ������ZKHQ�EHWZHHQ�����DQG���SHU�FHQW�RI�DOO
LPSRUWHG�EDQDQDV�ZHUH�RUJDQLFDOO\�JURZQ��7KLV�VKDUH�LV�H[SHFWHG�WR�GRXEOH�LQ�WKH�FRXUVH�RI������
7KHVH�RUJDQLF�EDQDQDV�DUH�FXUUHQWO\�VRXUFHG�RQO\�LQ�WKH�'RPLQLFDQ�5HSXEOLF��9ROXPHV�DUH�VWLOO
WRR�VPDOO�WR�SHUPLW�FKHDS�DQG�HIILFLHQW�KDQGOLQJ��DQG�RUJDQLF�EDQDQDV�DUH���²���SHU�FHQW�PRUH
H[SHQVLYH�WKDQ�QRUPDO�EDQDQDV�

������3VKERMG�JMWLMRK�TVSHYGXW
7KH�0DULQH�6WHZDUGVKLS�&RXQFLO��06&��LV�DQ�LQGHSHQGHQW�SULYDWH�RUJDQLVDWLRQ�IRXQGHG�E\�WKH
::)�DQG�8QLOHYHU�WR�SURPRWH�VXVWDLQDEOH�ILVKLQJ��7KH�06&�LV�FXUUHQWO\�GHYHORSLQJ�FULWHULD�IRU
WKH�HFR�ODEHOOLQJ�RI�ILVK�SURGXFWV��)LVKLQJ�LQGXVWU\�FRPSDQLHV�ZKLFK�FDQ�PHHW�HQYLURQPHQW�GH�
PDQGV�VKRXOG�EH�DEOH�WR�KDYH�WKHLU�SURGXFWV�FHUWLILHG�E\�LQGHSHQGHQW�DFFUHGLWHG�FHUWLILFDWLRQ�RU�
JDQLVDWLRQV��7KH�ILUVW�HFR�ODEHOOHG�ILVKLQJ�SURGXFWV�DUH�H[SHFWHG�WR�UHDFK�WKH�PDUNHW�LQ������

������7YWXEMREFPI�JSVIWXV]

��������)RUHVW�6WHZDUGVKLS�&RXQFLO�²�)6&
7KH�)6&�LV�DQ�HFR�ODEHOOLQJ�V\VWHP�IRU�SURGXFWV�IURP�VXVWDLQDEOH�IRUHVWULHV��7KH�)6&�LV�DQ�LQWHU�
QDWLRQDO�RUJDQLVDWLRQ�PDGH�XS�RI�UHSUHVHQWDWLYHV�IURP�ERWK�WKH�HQYLURQPHQW�PRYHPHQW�DQG�WKH
LQGXVWU\��7KH�)6&�KDV�GHYHORSHG�JOREDO�SULQFLSOHV�IRU�VXVWDLQDEOH�IRUHVWU\��ZKLFK�DUH�WR�EH�IXUWKHU

�����������������������������������������������������
���6RXUFH�*UROLQN
���7KH�EUHDNWKURXJK�IRU�FRIIHH�DQG�EDQDQDV�FDQ�ODUJHO\�EH�H[SODLQHG�E\�VSHFLDOO\�GLUHFWHG�FDPSDLJQV�GXULQJ�WKH�1DWXUH
&RQVHUYDQF\�%RDUG·V�´HQYLURQPHQW�IULHQGO\�ZHHNµ�LQ������DQG������
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UHILQHG�WR�IRUP�QDWLRQDO�VWDQGDUGV��3URGXFWV�IURP�VXFK�IRUHVWULHV�FDQ�EH�PDUNHG�ZLWK�WKH�)6&�OD�
EHO��7KH�UXOHV�IRU�WKH�ODEHOOLQJ�RI�PL[HG�SURGXFWV�DUH�VWLOO�QRW�FOHDU��)6&�6ZHGHQ�LV�WKH�ILUVW�FRXQ�
WU\�WR�KDYH�D�ILQDOLVHG�QDWLRQDO�VWDQGDUG�IRU�FHUWLILFDWLRQ��,Q������WKHUH�ZHUH�ILYH�FHUWLILFDWLRQ�ERG�
LHV�DFFUHGLWHG�E\�WKH�)6&��$OO�DUH�EDVHG�LQ�LQGXVWULDOLVHG�FRXQWULHV�

��������7KH�PDUNHW�IRU�FHUWLILHG�IRUHVWU\�SURGXFWV
$URXQG���PLOOLRQ�KHFWDUHV�KDYH�EHHQ�FHUWLILHG�LQ�WKH�ZRUOG�WRGD\��7KH�WRWDO�YROXPH�RI�FHUWLILHG
SURGXFWV�LV�VWLOO�YHU\�VPDOO��DURXQG���PLOOLRQ�P��\U��6ZHGHQ·V�WLPEHU�SURGXFWLRQ�LV�DSSUR[����
PLOOLRQ�P��\U���:LWKLQ�WKH�::)������JURXS�ZKLFK�FRPSULVHV����FRPSDQLHV��WKH�SURSRUWLRQ�RI
FHUWLILHG�WLPEHU�DQG�WLPEHU�SURGXFWV��LV���SHU�FHQW�RI�VDOHV��7KLV�LV�HTXLYDOHQW�WR�RYHU�86'����
PLOOLRQ�LQ�YDOXH��7KH�PDUNHW�VKDUH�LV�PDLQO\�OLPLWHG�E\�WKH�DFFHVV�WR�FHUWLILHG�WLPEHU��&HUWLILFDWLRQ
LV�LPSRUWDQW�IRU�VXSSOLHUV�WR�DYRLG�EHLQJ�ER\FRWWHG��$�ODUJH�QXPEHU�RI�EX\HUV�ER\FRWW�WURSLFDO�WLP�
EHU�DV�WKH\�GR�QRW�ZLVK�WR�FRQWULEXWH�WR�WKH�FOHDULQJ�RI�UDLQ�IRUHVWV�

��������2WKHU�LQLWLDWLYHV
,Q�DGGLWLRQ�WR�WKH�)6&�V\VWHP��WKHUH�LV�D�VHULHV�RI�SULYDWH�LQLWLDWLYHV�ZLWK�DQ�HQYLURQPHQW�SURILOH
ZLWKLQ�IRUHVWU\��LQ�ERWK�WKH�LQGXVWULDOLVHG�DQG�GHYHORSLQJ�QDWLRQV��2QH�VXFK�KDV�EHHQ�GHYHORSHG�E\
$UDFUX]�LQ�%UD]LO��WKH�ZRUOG·V�ELJJHVW�SXOS�SURGXFHU�ZLWK����SHU�FHQW�RI�ZRUOG�SURGXFWLRQ��7KHLU
V\VWHP�LV�QRW�EDVHG�RQ�HFR�ODEHOOLQJ�EXW�DLPV�WR�FUHDWH�D�EHWWHU�HQYLURQPHQW�SURILOH�IRU�WKH�FRP�
SDQ\��LQFOXGLQJ�,62�������FHUWLILFDWLRQ��,Q�ERWK�6ZHGHQ�DQG�D�QXPEHU�RI�RWKHU�FRXQWULHV�D�WXJ�RI
ZDU�LV�JRLQJ�RQ�ZLWKLQ�WKH�IRUHVWU\�VHFWRU��7KH�EDWWOH�LV�EHWZHHQ�WKRVH�LQLWLDWLYHV�ZKLFK�DUH�EDVHG
RQ�WKH�)6&�V\VWHP��DQG�LQLWLDWLYHV�OLQNHG�WR�,62�������FHUWLILFDWLRQ��7KH�HQYLURQPHQW�PRYHPHQW
DQG�IRUHVWU\�FRPSDQLHV�ZRUN�WR�DQ�)6&�VWDQGDUG�ZKLOH�WKH�IRUHVW�RZQHUV·�PRYHPHQW�ZDQWV�VRPH
IRUP�RI�,62�������FHUWLILFDWLRQ�

������4YVGLEWMRK�GLERRIPW
'HVSLWH�WKH�IDFW�WKDW�WKHUH�LV�FRQVLGHUDEOH�LQWHUHVW�LQ�RUJDQLF�DJULFXOWXUDO�SURGXFWV�DQG�RWKHU�HQYL�
URQPHQW�IULHQGO\�SURGXFWLRQ�DPRQJVW�ODUJH�FRQVXPHU�JURXSV�LW�FDQ�VRPHWLPHV�EH�GLIILFXOW�IRU�SUR�
GXFHUV�RI�WKHVH�JRRGV�WR�VHOO�WKHLU�SURGXFWV��7KLV�LV�SDUWO\�GXH�WR�WKH�IDFW�WKDW�RUJDQLF�SURGXFWV�DUH
RIWHQ�KDQGOHG�RXWVLGH�WKH�XVXDO�GLVWULEXWLRQ�FKDQQHOV��,W�FDQ�WKHUHIRUH�EH�GLIILFXOW�WR�ILQG�FKDQQHOV
WR�UHDFK�LQWHUHVWHG�EX\HUV�IRU�RUJDQLF�SURGXFWV�RI�WKH�W\SH�WUDGLWLRQDOO\�VROG�RQ�WKH�PDMRU�UDZ�PD�
WHULDOV�H[FKDQJHV��7KLV�LV�SDUWLFXODUO\�WKH�FDVH�IRU�UDZ�PDWHULDO�SURGXFWV�ZKLFK�PXVW�JR�WKURXJK
VHYHUDO�UHILQHPHQW�VWDJHV�EHIRUH�WKH\�UHDFK�WKH�FRQVXPHU��2QH�H[DPSOH�LV�WKH�WH[WLOHV�LQGXVWU\�
ZKHUH�WKH�PDQXIDFWXULQJ�SURFHVV�LV�GLYLGHG�LQWR�PDQ\�VWHSV�ZKHUH�HYHU\�SURGXFWLRQ�VWDJH�LV�VHSD�
UDWHG�IURP�WKH�SUHFHGLQJ�DQG�VXFFHHGLQJ�VWDJHV��7KLV�IUDJPHQWDWLRQ�PHDQV�WKDW�QR�RQH�KDV�RYHUDOO
UHVSRQVLELOLW\�RU�LQIOXHQFH�RYHU�WKH�HQWLUH�SURGXFWLRQ�FKDLQ��7KH�LQFHQWLYH�WR�EX\�RUJDQLF�FRWWRQ
PXVW�WKHUHIRUH�FRPH�IURP�WKH�EX\HU�RI�WKH�ILQLVKHG�JDUPHQW�ZKR�PXVW�LQIOXHQFH�WKH�HQWLUH�SUR�
GXFWLRQ�FKDLQ��WKH�VHZLQJ�²�G\HLQJ�²�ZHDYLQJ�²�VSLQQLQJ�²�JURZLQJ�RI�WKH�FRWWRQ��7KLV�PHWKRG�RI
ZRUNLQJ�LV�XQXVXDO�ZLWKLQ�WKH�FORWKLQJ�VHFWRU��ZKLFK�LV�RQH�RI�WKH�SUREOHPV�RUJDQLFDOO\�JURZQ�FRW�
WRQ�KDV�LQ�UHDFKLQJ�WKH�HQG�FRQVXPHU�

$QRWKHU�REVWDFOH�WR�LQFUHDVLQJ�WKH�DPRXQW�RI�RUJDQLF�DQG�HQYLURQPHQW�IULHQGO\�SURGXFWV�RQ�WKH
PDUNHW�LV�WKH�WUHQG�IRU�PLGGOHPHQ�WR�WHQG�WR�DGG�KLJKHU�PDUJLQV�ZKHQ�WUDGLQJ�WKHVH�SURGXFWV�WKDQ
ZKHQ�GHDOLQJ�ZLWK�FRQYHQWLRQDO�JRRGV��7KLV�PDNHV�RUJDQLF�DQG�HQYLURQPHQW�IULHQGO\�SURGXFWV
XQQHFHVVDULO\�H[SHQVLYH�DQG�LQ�FHUWDLQ�FDVHV�WKH\�ULVN�UHPDLQLQJ�QLFKH�SURGXFWV��7R�DQ�H[WHQW��WKH
KLJKHU�PDUJLQV�RQ�WKHVH�SURGXFWV�FDQ�EH�MXVWLILHG�E\�WKH�IDFW�WKDW�WKH\�UHTXLUH�VSHFLDO�SXUFKDVH
FKDQQHOV�DQG�KDQGOLQJ�DQG�WKDW�WKH�YROXPHV�DUH�WLQ\��:LWKLQ�FHUWDLQ�VHFWRUV��ZKLFK�GHDO�ZLWK�HFR
ODEHOOHG�SURGXFWV�HVSHFLDOO\��WKHUH�FDQ�KRZHYHU�EH�D�YHVWHG�LQWHUHVW�LQ�PDUNHWLQJ�WKHVH�W\SHV�RI
SURGXFW�DV�H[FOXVLYH�VSHFLDO�SURGXFWV�
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��������,QWHUQDWLRQDO�PDUNHW�GHYHORSPHQW
7KH�PDUNHW�IRU�RUJDQLF�SURGXFWV�LV�GHYHORSLQJ�LQ�DOO�FRXQWULHV��7KH�YDOXH�RI�WKHVH�RUJDQLF�SURGXFWV
SUREDEO\�DPRXQWV�WR�DURXQG�86'��²���ELOOLRQ��'HQPDUN�DQG�6ZHGHQ�OHDG�WKH�ZD\��SHU�FDSLWD�
ZKLOH�WKH�ODUJHVW�VLQJOH�PDUNHW�LV�WKH�86$��HVWLPDWHG�PDUNHW�YDOXH�LQ������86'���ELOOLRQ���$QQXDO
PDUNHW�JURZWK�LV�DURXQG���²���SHU�FHQW��7KH�PDUNHW�IRU�RUJDQLF�SURGXFWV�LV�JURZLQJ�LQ�WKH�GHYHO�
RSLQJ�QDWLRQV��WRR��,Q�PRVW�FDVHV��DFFHVV�WR�SURGXFWV�ZLOO�SUREDEO\�EH�WKH�JUHDWHVW�OLPLWLQJ�IDFWRU�

����*EMV�8VEHI�r�PEFIPPMRK
)DLU7UDGH�LV�D�V\VWHP�ZKLFK�VHHNV�VRFLDO�LPSURYHPHQW�LQ�WKH�SURGXFLQJ�FRXQWU\�DQG�WKH�ILUVW�VWDJH
LQ�WKH�WUDGH�SURFHVV��)DLU�7UDGH�SULPDULO\�LQYROYHV�WUDGLQJ�GLUHFWO\�ZLWK�VPDOO�KROGHUV�DQG�FR�
RSHUDWLYHV��%X\HUV�XQGHUWDNH�WR�SD\�D�SULFH�WKDW�LV�DERYH�WKH�ZRUOG�PDUNHW�SULFH��WR�SD\�D�IXUWKHU
SUHPLXP�IRU�RUJDQLF�SURGXFWLRQ�SOXV�WR�SURYLGH�DGYDQFH�SD\PHQW��7KH�H[SRUWHUV�XQGHUWDNH�WR
RSHUDWH�XQGHU�GHPRFUDWLF�FRQGLWLRQV��QRW�HPSOR\�FKLOG�ODERXU��DQG�KDYH�D�JRDO�RI�DYRLGLQJ�FKHPL�
FDO�DGGLWLYHV�

6WULFWO\�VSHDNLQJ��)DLU�7UDGH�LV�QRW�DQ�HFR�ODEHOOLQJ�V\VWHP��EXW�HQYLURQPHQW�GHPDQGV�DUH�SDUW�RI
WKH�FULWHULD��(QYLURQPHQW�GHPDQGV�KDYH�EHHQ�LQWURGXFHG�LQWR�)DLU�7UDGH�LQ�WKH�VDPH�ZD\�DV�VR�
FLDO�GHPDQGV�DUH�EHJLQQLQJ�WR�EH�LQWURGXFHG�LQWR�WKH�FULWHULD�IRU�RUJDQLF�IDUPLQJ��%RWK�DUHDV�KDYH
D�VWURQJ�PXWXDO�FRQQHFWLRQ�DV�FRQVXPHUV�RIWHQ�LPSRVH�WKH�VDPH�GHPDQGV�WKDW�SURGXFWV�EH�HQYL�
URQPHQW�IULHQGO\�DQG�SURGXFHG�LQ�DQ�HWKLFDOO\�DFFHSWDEOH�ZD\�

7KH�FRQFHSW�RI�)DLU�7UDGH�H[LVWV�LQ�DURXQG�ILIWHHQ�GLIIHUHQW�FRXQWULHV�XQGHU�GLIIHUHQW�QDPHV��RI
ZKLFK�7UDQVIDLU�DQG�0D[�+DYHODDU�DUH�WKH�PRVW�FRPPRQ���7KH�6ZHGLVK�V\VWHP�LV�EUDQG�QHZ�DQG
FDOOHG�´5lWWYLVHPlUNQLQJHQµ�

������8LI�QEVOIX
&RIIHH�KDV�EHHQ�WKH�SURGXFW�ZKLFK�KDV�WUDGLWLRQDOO\�EHHQ�WKH�ELJJHVW�LQ�WKLV�DUHD��,Q�FRXQWULHV
ZKHUH�)DLU�7UDGH�FRIIHH�LV�PDUNHWHG��WKH�PDUNHW�VKDUH�YDULHV�IURP�����SHU�FHQW��'HQPDUN��WR���SHU
FHQW��6ZLW]HUODQG��RI�WKH�WRWDO�FRIIHH�PDUNHW��&XVWRPHUV�SD\�DQ�H[WUD�´SUHPLXPµ�RI�6(.��²��SHU
NJ�IRU�)DLU�7UDGH�ODEHOOHG�FRIIHH��7KH�IDUPHUV�DUH�JXDUDQWHHG���86�FHQWV�SRXQG�RI�UDZ�FRIIHH
DERYH�WKH�ZRUOG�PDUNHW�SULFH��7KH\�DOVR�UHFHLYH�DQ�H[WUD�SUHPLXP�RI����FHQWV�SHU�SRXQG�RI�UDZ
FRIIHH�LI�WKH\�IDUP�RUJDQLFDOO\��2WKHU�)DLU�7UDGH�SURGXFWV�LQFOXGH�WHD��FKRFRODWH�DQG�EDQDQDV�

������3XLIV�MRMXMEXMZIW�JSV�WSGMEP�PEFIPPMRK
7KH�5XJPDUN�)RXQGDWLRQ�LQ�,QGLD�FHUWLILHV�JRRG�ZRUNLQJ�FRQGLWLRQV�LQ�WKH�UXJ�LQGXVWU\��7KH�,/2
KDV�SXW�IRUZDUG�SURSRVDOV�IRU�VRFLDO�ODEHOOLQJ��7KRXJKWV�KDYH�DOVR�EHHQ�YRLFHG�RQ�FUHDWLQJ�DQ
HTXLYDOHQW�WR�WKH�,62�������V\VWHP�LQ�WKH�VRFLDO�DUHD�
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����7YQQEV]
$�YLUWXDOO\�QHJOLJLEOH�VKDUH�RI�HQYLURQPHQW�ODEHOOHG�SURGXFWV�FRPH�IURP�WKH�GHYHORSLQJ�QDWLRQV��7KH
PDMRULW\�RI�H[LVWLQJ�HQYLURQPHQW�ODEHOV�FRYHU�DUHDV�ZKHUH�QR�RU�YHU\�OLWWOH�FRPSHWLWLYH�SURGXFWLRQ
FRPHV�IURP�WKH�GHYHORSLQJ�QDWLRQV��7KH�H[FHSWLRQ�LV�RUJDQLFDOO\�JURZQ�SURGXFWV�DQG�SURGXFWV�IURP
VXVWDLQDEOH�IRUHVWULHV�

(8�'LUHFWLYH���������LV�D�IDFWRU�ZKLFK�KLQGHUV�GHYHORSLQJ�QDWLRQ�RSSRUWXQLWLHV�WR�LQFUHDVH�WKHLU
PDUNHW�DFFHVV�IRU�DJULFXOWXUDO�SURGXFWV�

'HVSLWH�WKH�JURZLQJ�GHPDQG�IRU�RUJDQLF�SURGXFWV��LW�LV�RIWHQ�GLIILFXOW�IRU�VHOOHUV�DQG�EX\HUV�WR�UHDFK
HDFK�RWKHU�GXH�WR�WKH�IDFW�WKDW�WKH�PDUNHWLQJ�FKDQQHOV�IRU�WKHVH�SURGXFWV�DUH�QRW�\HW�IXOO\�GHYHORSHG�

$SDUW�IURP�ZLWKLQ�DJULFXOWXUH��HFR�ODEHOOLQJ�RQ�LWV�RZQ�LV�RI�OLWWOH�VLJQLILFDQFH�IRU�H[SRUWV�IURP�WKH�GH�
YHORSLQJ�QDWLRQV�WRGD\��(QYLURQPHQW�OHJLVODWLRQ�DQG�VSHFLDO�SXUFKDVH�FRQGLWLRQV�LPSRVHG�E\�LPSRUW�
LQJ�FRPSDQLHV�ZKR�DUH�FRQFHUQHG�DERXW�WKHLU�HQYLURQPHQW�SURILOH�DUH�RI�JUHDWHU�VLJQLILFDQFH�IRU�GH�
YHORSLQJ�QDWLRQ�H[SRUWHUV�DW�WKH�FXUUHQW�WLPH�
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��8LI�QEVOIX�EW�ER�IRZMVSRQIRXEP�JSVGI

0DUNHW�GHPDQGV�DUH�EHFRPLQJ�LQFUHDVLQJO\�LPSRUWDQW��2QH�RI�WKH�HDUOLHVW�VLJQV�RI�WKLV�ZDV�HFR
ODEHOOLQJ�ZKLFK�RIIHUHG�FRQVXPHUV�JXLGDQFH�RQ�ZKLFK�SURGXFWV�ZHUH�HQYLURQPHQW�IULHQGO\�DQG�KDG
EHHQ�SURGXFHG�LQ�DQ�HQYLURQPHQW�IULHQGO\�ZD\��$W�WKH�SUHVHQW�WLPH��JHQHUDO�HQYLURQPHQW�SURILOLQJ�E\�FRPSD�
QLHV�LQ�WKH�LQGXVWULDOLVHG�ZRUOG�LV�IDU�PRUH�VLJQLILFDQW�²�SDUWLFXODUO\�WR�GHYHORSLQJ�QDWLRQ�H[SRUWHUV�²�WKDQ�HFR�ODEHO�
OLQJ���7KH�FRPSDQLHV�DUH�DQ[LRXV�WR�SURMHFW�D�JRRG�HQYLURQPHQWDO�SURILOH�WR�FRQVXPHUV��(QYLURQ�
PHQW�GHPDQGV�RIWHQ�QRW�RQO\�HPEUDFH�ERWK�WKH�FRQWHQW�RI�WKH�SURGXFW�EXW�DOVR�LWV�HQWLUH�OLIH�F\FOH�
ZKLFK�PHDQV�WKDW�WKH�LPSRUW�FRPSDQLHV�PDNH�HQYLURQPHQW�GHPDQGV�RQ�HYHU\�VWDJH�RI�SURGXFWLRQ�

����8LI�GSRWYQIV�QSZIQIRX

������8LI�GSRWYQIV�MR�MRHYWXVMEPMWIH�REXMSRW
$FFRUGLQJ�WR�$JHQGD�����XQVXVWDLQDEOH�FRQVXPSWLRQ�SDWWHUQV�DUH�RQH�RI�WKH�PRVW�LPSRUWDQW
FDXVHV�RI�HQYLURQPHQWDO�VWUDLQ��SDUWLFXODUO\�LQ�WKH�LQGXVWULDOLVHG�QDWLRQV��$FFRUGLQJO\��HQFRXUDJLQJ
FRQVXPHU�DZDUHQHVV�DQG�ZLWK�LW�FRQVXPSWLRQ�SDWWHUQV�ZKLFK�FDXVH�OHVV�HQYLURQPHQWDO�VWUDLQ�LV�RQH
RI�WKH�DLPV�RI�$JHQGD�����&RQVXPHUV�ZRUOG�ZLGH�KDYH�D�PDMRU�UROH�WR�SOD\�LQ�WKH�WUDQVLWLRQ�WR�HQ�
YLURQPHQW�IULHQGO\�FRQVXPSWLRQ��7KHLU�FHQWUDO�UROH�LQ�WKLV�LV�LQFUHDVLQJO\�EHLQJ�EURXJKW�WR�DWWHQ�
WLRQ��&RQVXPHU�DFWLRQV�LQ�WKH�PDUNHWSODFH�DUH�D�SRZHUIXO�PRWLYDWLRQDO�IDFWRU�LQ�PRGLI\LQJ�SURG�
XFWV�DQG�SURGXFWLRQ�SDWWHUQV��6LJQDOV�IURP�FRQVXPHUV�DUH�WUDQVPLWWHG�DORQJ�WKH�HQWLUH�FRPPHUFLDO
WUDGLQJ�FKDLQ�DOO�WKH�ZD\�EDFN�WR�WKH�SURGXFHU�

&RQVXPHU�SUHIHUHQFHV�FDQQRW�EH�UHJXODWHG�E\�RUJDQLVDWLRQV�DQG�DXWKRULWLHV��7KH�HQWLUH�FRPPHU�
FLDO�FKDLQ�LV��IURP�VWDUW�WR�ILQLVK��WRWDOO\�GHSHQGHQW�RQ�WKH�FRQVXPHU·V�FKRLFH�RI�SXUFKDVH��7KLV
FKRLFH�LV�LQIOXHQFHG�E\�D�QXPEHU�RI�IDFWRUV��KRZHYHU��$GYHUWLVLQJ�LQ�WKH�3UHVV��RQ�79�DQG�DW�WKH
FLQHPD�KDV�D�GLUHFW�LQIOXHQFH�RQ�SXUFKDVLQJ��EXW�DGYHUWV�DOVR�KDUG�VHOO�D�OLIH�VW\OH�ZKHUH�FRQVXPS�
WLRQ�LV�WKH�SULQFLSDO�LQJUHGLHQW��&RQVXPHUV�DUH�DOVR�LQIOXHQFHG�E\�QXPHURXV�VWUXFWXUDO�IDFWRUV�LQ
WKH�VRFLHW\�DURXQG�WKHP�ZKLFK�PDNH�LW�PRUH�GLIILFXOW�IRU�WKH�LQGLYLGXDO�FRQVXPHU�WR�PDNH�DQ�LQGL�
YLGXDO�FKRLFH��)RU�LQVWDQFH��GRLQJ�ZLWKRXW�D�FDU�GHPDQGV�GHFHQW�SXEOLF�WUDQVSRUW��FKRRVLQJ�RU�
JDQLF�IRRG�GHPDQGV�DFFHVV�WR�D�YDULHG�VHOHFWLRQ�ZLWKLQ�HDV\�UHDFK��HWF�

7KH�H[WHQW�WR�ZKLFK�HQYLURQPHQW�FRVWV�DUH�LQFOXGHG�LQ�WKH�SULFH�RI�D�SURGXFW�FDQ�KRZHYHU�EH�LQ�
IOXHQFHG�E\�WKH�DXWKRULWLHV��,QWHUQDOLVLQJ�WKH�FRVWV�WR�WKH�HQYLURQPHQW�LQ�WKLV�ZD\�ZRXOG�OHDG�WR
UDGLFDO�FKDQJHV�LQ�FRPSHWLWLYHQHVV�DQG�SULFHV�IRU�FHUWDLQ�SURGXFW�JURXSV�

7KH�FRQVXPHU�PRYHPHQW�LV�D�VLJQLILFDQW�IDFWRU�ZKHQ�LW�FRPHV�WR�FKDQJLQJ�SDWWHUQV�RI�FRQVXPS�
WLRQ��7KH�WUDGLWLRQDO�UROH�RI�FRQVXPHU�RUJDQLVDWLRQV�KDV�EHHQ�WR�DFW�DV�D�ZDWFK�GRJ�SURWHFWLQJ�FRQ�
VXPHUV�IURP�GDQJHURXV�SURGXFWV��PLVOHDGLQJ�DGYHUWLVLQJ��H[RUELWDQW�SULFHV�DQG�IDXOW\�SURGXFWV�
7KH�FRQVXPHU�PRYHPHQW�LV�QRZ�FRPELQLQJ�WKHVH�WUDGLWLRQDO�DFWLYLWLHV�ZLWK�JUHDWHU�FRQFHUQ�IRU�WKH
HQYLURQPHQW��VRFLDO�FRQGLWLRQV�DQG�RWKHU�OLIH�VW\OH�LVVXHV�

:LWK�WKH�ZHLJKW�RI�SXEOLF�RSLQLRQ�EHKLQG�WKHP��FRQVXPHU�JURXSV�FDQ�SXW�SUHVVXUH�RQ�SROLWLFLDQV
DQG�RUJDQLVDWLRQV�ERWK�QDWLRQDOO\�DQG�LQWHUQDWLRQDOO\�WR�SHUVXDGH�WKHP�WR�VDQFWLRQ�DQ�LQIUDVWUXF�
WXUH�ZKLFK�IDFLOLWDWHV�WKH�WUDQVLWLRQ�WR�VXVWDLQDEOH�FRQVXPSWLRQ��3DUWO\�DV�D�UHVXOW�RI�OREE\LQJ�E\
&RQVXPHUV�,QWHUQDWLRQDO��DQ�LQWHUQDWLRQDO�FRQVXPHU�RUJDQLVDWLRQ�ZKRVH�PHPEHUVKLS�FRPSULVHV
����DVVRFLDWLRQV�LQ����LQGXVWULDOLVHG�DQG�GHYHORSLQJ�QDWLRQV��WKH�81�&RPPLVVLRQ�RQ�6XVWDLQDEOH
'HYHORSPHQW�KDV�QRZ�SURSRVHG�WKDW�WKH�81�*XLGHOLQHV�IRU�&RQVXPHU�3URWHFWLRQ�VKRXOG�DOVR�LQ�
FOXGH�JXLGHOLQHV�IRU�VXVWDLQDEOH�FRQVXPSWLRQ�SDWWHUQV��7KHVH�JXLGHOLQHV�IRFXV�RQ�WKH�VXVWDLQDEOH
FRQVXPSWLRQ�RI�JRRGV�DQG�VHUYLFHV�

*UHHQSHDFH��WKH�1DWXUH�&RQVHUYDQF\�%RDUG��WKH�:RUOG�:LOGOLIH�)XQG�DQG�RWKHU�RUJDQLVDWLRQV
ZLWKLQ�WKH�HQYLURQPHQW�PRYHPHQW�RIWHQ�DGGUHVV�FRQVXPHUV�GLUHFWO\�LQ�RUGHU�WR�PRELOLVH�WKHP�LQWR
DFWLRQ�RQ�EHKDOI�RI�JUHHQHU�FRQVXPSWLRQ��(QYLURQPHQW�FRQVFLRXV�FRQVXPHUV�ZKR�DUH�SUHSDUHG�WR�FKDQJH�WKHLU
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FRQVXPSWLRQ�EHKDYLRXU�DUH�WKH�VWDUWLQJ�SRLQW�IRU�DOO�HFR�ODEHOOLQJ��:LWKRXW�WKHLU�VXSSRUW��VXFK�ODEHOV�ZRXOG�EH�PHDQ�
LQJOHVV�

5HJXODWLRQV�DQG�GLUHFWLYHV�WR�HQFRXUDJH�VXVWDLQDEOH�GHYHORSPHQW�QHHG�WR�EH�PRQLWRUHG�WR�EH�HI�
IHFWLYH��$V�DXWKRULWLHV�KDYH�OLPLWHG�RSSRUWXQLWLHV�WR�GR�WKLV��FRQVXPHU�DQG�HQYLURQPHQW�RUJDQLVD�
WLRQV�KDYH�DQ�LPSRUWDQW�SDUW�WR�SOD\�LQ�HQVXULQJ�WKDW�UHJXODWLRQV�DUH�FRPSOLHG�ZLWK�

7KH�FRQVXPHU�RUJDQLVDWLRQV�DQG�YROXQWDU\�ERGLHV�FDQ�LQIOXHQFH�WKH�SURGXFHUV�PRUH�GLUHFWO\�LQ�D
YDULHW\�RI�ZD\V��&RQVXPHUV�WKHPVHOYHV�KDYH�QRZ�EHJXQ�WR�UHDOLVH�WKH�H[WHQW�RI�WKHLU�SRZHU�DQG
FDSDFLW\�WR�LQIOXHQFH�FRPSDQLHV�E\�LPSRVLQJ�ERWK�HQYLURQPHQWDO�DQG�HWKLFDO�GHPDQGV�RQ�WKHP�
7KH\�KDYH�EHFRPH�PRUH�NQRZOHGJHDEOH�DERXW�WKH�VWUXFWXUH�RI�FRPPHUFH�DQG�DUH�QRW�ORQJHU
VROHO\�LQWHUHVWHG�LQ�ZKDW�D�SURGXFW�FRQWDLQV��EXW�DOVR�KRZ�DQG�ZKHUH�LW�LV�SURGXFHG��$FWLRQV�ZKLFK
SOD\�RQ�WKH�IHHOLQJV�RI�WKH�SXEOLF��IRU�LQVWDQFH�ER\FRWWV�DJDLQVW�SURGXFHUV��FDQ�EHFRPH�YHU\�SRSX�
ODU��0HGLD�SXEOLFLW\�DERXW�KDUPIXO�SURGXFWV�FDQ�SXW�SUHVVXUH�RQ�SURGXFHUV�WR�UHWKLQN�WKHLU�SUR�
GXFWLRQ�LQ�D�PRUH�VXVWDLQDEOH�GLUHFWLRQ��$�FODVVLF�H[DPSOH�RI�D�PDMRU�FRPSDQ\�FRPLQJ�XQGHU�WKH
VSRWOLJKW�LV�6KHOO��ZKLFK�ZDV�IRUFHG�WR�DEDQGRQ�SODQV�WR�VLQN�DQ�RLO�SODWIRUP�LQ�WKH�1RUWK�6HD��DIWHU
EHLQJ�WKUHDWHQHG�ZLWK�DQ�LQWHUQDWLRQDO�ER\FRWW��7KH�ER\FRWW�VXEVHTXHQWO\�OHG�WR�*UHDW�%ULWDLQ
EDQQLQJ�VXFK�GXPSLQJ��$V�WKH�JHQHUDO�SXEOLF�WHQGV�WR�SXW�WKHLU�WUXVW�LQ�HQYLURQPHQW�RUJDQLVDWLRQV
UDWKHU�WKDQ�LQ�FRPSDQLHV��HYHQ�WKH�ODUJHVW�FRPSDQLHV�KDYH�WR�KHHG�SXEOLF�RSLQLRQ�RQ�WKH�HQYL�
URQPHQW�

,I�FRQVXPHUV�DUH�WR�EH�DEOH�WR�WDNH�FRQVFLRXV�DFWLRQ��WKH\�QHHG�WR�EH�SUHVHQWHG�ZLWK�LPSDUWLDO�LQ�
IRUPDWLRQ��:KLFK�PHDQV�WKH�FRQVXPHU�RUJDQLVDWLRQV�KDYH�D�YHU\�LPSRUWDQW�UROH�WR�SOD\�LQ�SUR�
YLGLQJ�FRQVXPHUV�ZLWK�LQIRUPDWLRQ��7KH�FRQVXPHU�RUJDQLVDWLRQV�IUHTXHQWO\�UXQ�LQIRUPDWLRQ�FDP�
SDLJQV�DQG�RWKHU�HGXFDWLRQDO�LQLWLDWLYHV�DLPHG�DW�UDLVLQJ�FRQVXPHU�DZDUHQHVV��0DQ\�RUJDQLVDWLRQV
DOVR�SXEOLVK�WKHLU�RZQ�QHZVSDSHUV��ERRNV�DQG�RWKHU�HGXFDWLRQDO�PDWHULDO�

*OREDOLVDWLRQ�ZLWKLQ�DOO�DUHDV�KDV�DOVR�JLYHQ�FRQVXPHUV�PRUH�LQVLJKW�LQWR�DQG�D�JUHDWHU�LQWHUHVW�LQ
FRQGLWLRQV�LQ�WKH�FRXQWULHV�ZKHUH�WKH�JRRGV�DUH�SURGXFHG��7KLV�KDV�OHG�WR�D�PRUH�WZR�ZD\�UHOD�
WLRQVKLS�EHWZHHQ�FRQVXPHUV�DQG�SURGXFHUV�DQG�LQ�WKH�IXWXUH�DFWLYH�FRQVXPHU�JURXSV�DUH�H[SHFWHG
WR�EH�D�PRUH�VLJQLILFDQW�IDFWRU�LQ�ERWK�WKH�HQYLURQPHQWDO�FRPPLWPHQWV�RI�FRPSDQLHV�DQG�RIILFLDO
DFWLRQV�LQ�WKH�DUHD�RI�WUDGH�SROLF\�

������8LI�GSRWYQIV�MR�HIZIPSTMRK�REXMSRW
6R�IDU��ZH�KDYH�GLVFXVVHG�HQYLURQPHQW�GHPDQGV�RQ�JRRGV�LPSRUWHG�IURP�WKH�GHYHORSLQJ�QDWLRQV�
7KLV�PHDQV�WKDW�ZH�KDYH�RQO\�EHHQ�FRQFHUQHG�ZLWK�WKH�WUDQVLWLRQ�WR�HQYLURQPHQW�IULHQGO\�SURGXF�
WLRQ�RI�H[SRUW�JRRGV�IURP�WKH�GHYHORSLQJ�QDWLRQV��([SRUW�JRRGV�DUH�RIWHQ�PDQXIDFWXUHG�E\�WUDQV�
QDWLRQDO�RU�RWKHU�ODUJH�FRPSDQLHV�DQG�WKLV�SURGXFWLRQ�GRHV�QRW�DIIHFW�WKH�ORFDO�FRQVXPHUV��$V
VXFK��WKH�WUDQVLWLRQ�WR�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�LV�VHHQ�E\�WKH�SRZHUV�WKDW�EH�DV�SXUHO\�DQ
H[SRUW�UHTXLUHPHQW�VHSDUDWH�IURP�ORFDO�QHHGV�

7KLV�KDV�KHOSHG�LQFUHDVH�WKH�JXOI�EHWZHHQ�6RXWK�DQG�1RUWK�LQ�WUDGH�RUJDQLVDWLRQ�GLVFXVVLRQV�WRR�
6SRNHVSHUVRQV�IRU�WKH�6RXWK�RIWHQ�KDYH�OLWWOH�RU�QR�V\PSDWK\�IRU�HQYLURQPHQW�GHPDQGV��DQG�VHH
WKHP�SXUHO\�DV�FRYHUW�WUDGLQJ�REVWDFOHV��7KH�ORZ�OHYHO�RI�HQYLURQPHQW�DZDUHQHVV�PHDQV�WKDW�WKH
EHQHILWV�RI�HQYLURQPHQW�IULHQGO\�SURGXFWV�DQG�SURGXFWLRQ�WR�WKHLU�RZQ�HQYLURQPHQW��ZRUNIRUFH
DQG�FRQVXPHUV�DUH�QRW�DOZD\V�DSSUHFLDWHG��6SRNHVSHUVRQV�IRU�JRYHUQPHQWV�LQ�WKH�6RXWK�DUH�DOVR
QRW�SUHVVXULVHG�E\�ZHOO�LQIRUPHG�DQG�SRZHUIXO�FRQVXPHU�JURXSV�ZKR�GHPDQG�HQYLURQPHQW
IULHQGO\�SURGXFWV�DQG�D�VWRS�WR�PDQXIDFWXULQJ�WKDW�LV�KDUPIXO�WR�WKH�HQYLURQPHQW�

7KHUH�LV�D�ODUJH�PLGGOH�FODVV�ZLWK�SRWHQW�SXUFKDVLQJ�SRZHU�LQ�PDQ\�GHYHORSLQJ�QDWLRQV�WRGD\�
*OREDOLVDWLRQ�KDV�UHVXOWHG�LQ�FRQVXPHUV�LQ�WKH�GHYHORSLQJ�QDWLRQV�EHLQJ�ERPEDUGHG�E\�DJJUHVVLYH
DQG�XQFKHFNHG�PDUNHWLQJ�RI�ZHVWHUQ�SURGXFWV�DQG�ZHVWHUQ�OLIH�VW\OHV��7KLV�KDV�EHHQ�D�FRQWULEXWRU\
IDFWRU�LQ�WKH�GHPLVH�RI�WUDGLWLRQDO��GRPHVWLF��RIWHQ�HQYLURQPHQW�IULHQGO\�SURGXFWV��DQG�WKHLU�UH�
SODFHPHQW�E\�SURGXFWV�ZKLFK�GHPDQG�VXEVWDQWLDO�UHVRXUFHV�LQ�WKH�IRUP�RI�HQHUJ\��FKHPLFDO�DGGL�
WLYHV��WUDQVSRUW�DQG�SDFNDJLQJ��´7KH�$PHULFDQ�/LIHVW\OHµ�LV�DFFRUGHG�KLJK�VWDWXV�LQ�PDQ\�GHYHO�
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RSLQJ�QDWLRQV��ZKLOH�DZDUHQHVV�RI�WKH�HQYLURQPHQWDO�GDPDJH�WKLV�OLIHVW\OH�EULQJV�ZLWK�LW��KDV�QRW
PDGH�DQ\WKLQJ�OLNH�WKH�VDPH�LPSUHVVLRQ�

7KH�ODFN�RI�FRQVXPHUV�ZLWK�WKH�DZDUHQHVV�WR�UHTXHVW�HQYLURQPHQW�IULHQGO\�SURGXFWV�DQG�ZKR�LQ�
YROYH�WKHPVHOYHV�LQ�HQYLURQPHQW�LVVXHV�PHDQV�WKDW�WKH�GRPHVWLF�PDUNHW�IRU�HQYLURQPHQW�IULHQGO\
SURGXFWLRQ�LV�YHU\�OLPLWHG�LQ�WKH�GHYHORSLQJ�QDWLRQV��$V�VXFK�LW�GRHV�QRW�JHQHUDOO\�SURILW�QRQ�H[�
SRUWLQJ�VPDOO�DQG�PHGLXP�VL]HG�FRPSDQLHV�WR�PDNH�WKHLU�SURGXFWV�DQG�SURGXFWLRQ�HQYLURQPHQW
IULHQGO\��PDNLQJ�H[SRUW�LQGXVWULHV�PRUH�HQYLURQPHQW�IULHQGO\�FDQ�KRZHYHU�KDYH�ULSSOH�HIIHFWV��VHH
�������

0RVW�ODUJH�HQYLURQPHQW�RUJDQLVDWLRQV��WKH�1DWXUH�&RQVHUYDQF\�%RDUG��*UHHQSHDFH��WKH�:RUOG
:LOGOLIH�)XQG��HWF���DOVR�KDYH�EUDQFKHV�LQ�WKH�6RXWK��7KHUH�DUH�HQYLURQPHQW�PRYHPHQWV�LQ�PDQ\
GHYHORSLQJ�QDWLRQV�WKDW�DUH�KLJKO\�NQRZOHGJHDEOH�DERXW�HQYLURQPHQW�SUREOHPV��$V�WKHVH�HQYL�
URQPHQW�PRYHPHQWV�EHFRPHV�VWURQJHU��LW�LV�SRVVLEOH�SXEOLF�RSLQLRQ�ZLOO�VWDUW�GHPDQGLQJ�D�WUDQVL�
WLRQ�WR�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�LQ�WKH�GHYHORSLQJ�QDWLRQV��WRR�

����4YFPMG�WTIRHMRK
3XEOLF�VSHQGLQJ��L�H��SXUFKDVHV�PDGH�E\�JRYHUQPHQWV��ORFDO�DXWKRULWLHV��KHDOWK�DQG�HGXFDWLRQ
ERGLHV�HWF���UHSUHVHQWV�D�PDMRU�SRWHQWLDO�PDUNHW��,Q�6ZHGHQ��WRWDO�VSHQGLQJ�E\�VXFK�DXWKRULWLHV
DPRXQWHG�WR�DURXQG�6(.�����ELOOLRQ�LQ�������7KH�(XURSHDQ�PDUNHW�DV�D�ZKROH�LV�ZRUWK�RYHU
6(.�������ELOOLRQ��,I�SXUFKDVHV�IRU�WKLV�PDUNHW�KDG�WR�FRPSO\�ZLWK�D�FR�RUGLQDWHG�HQYLURQPHQW
SROLF\��LW�ZRXOG�KDYH�D�PDMRU�LQIOXHQFH�RQ�WKH�HQYLURQPHQW�IULHQGOLQHVV�RI�PDQXIDFWXULQJ�FRPSD�
QLHV�DOO�URXQG�WKH�ZRUOG�

$XWKRULWLHV�LQ�6ZHGHQ�DUH�HQFRXUDJHG�E\�WKH�JRYHUQPHQW�WR�DGRSW�HQYLURQPHQW�IULHQGO\�SXUFKDVH
SURFHGXUHV��,QFUHDVHG�HQYLURQPHQW�GHPDQGV�LQ�WKLV�DUHD�ZRXOG�HQDEOH�HQYLURQPHQW�IULHQGO\
SURGXFWV�WR�JDLQ�D�PXFK�ZLGHU�PDUNHW��DQG�RQH�VHHQ�DV�VROLG�DQG�VWDEOH��7KH�ODWWHU�LV�LPSRUWDQW��DV
PDQ\�SURGXFHUV�DUH�KHVLWDQW�DERXW�PDNLQJ�H[SHQVLYH�LQYHVWPHQWV�LQ�HQYLURQPHQW�IULHQGO\�WHFK�
QRORJ\�DV�WKH\�DUH�XQFHUWDLQ�DERXW�WKH�PDUNHW·V�ORQJ�WHUP�HQYLURQPHQWDO�SUHIHUHQFHV�

$�TXHVWLRQQDLUH�UHYHDOV�WKDW�PRVW�6ZHGLVK�KHDOWK�DQG�HGXFDWLRQ�DXWKRULWLHV�LPSRVH�HQYLURQPHQW
GHPDQGV�RQ�DOO�NLQGV�RI�SRWHQWLDO�VXSSOLHUV�LQ�SULQFLSOH��7KH�*RWKHQEXUJ�DUHD�FRXQFLO�KDV�LPSRVHG
IDU�UHDFKLQJ�HQYLURQPHQW�GHPDQGV�RQ�DOO�LQYLWDWLRQV�WR�WHQGHU�WR�VXSSO\�DQG�PDQ\�RWKHU�ORFDO
DXWKRULWLHV�DUH�IROORZLQJ�WKHLU�H[DPSOH��6HYHUDO�6ZHGLVK�ORFDO�DXWKRULWLHV�KDYH�UHVROYHG�WR�VSHFLI\
RUJDQLF�IRRG�LQ�VFKRRO�GLQQHUV�DOWKRXJK�VXFK�GHFLVLRQV�KDYH�RQO\�EHHQ�LPSOHPHQWHG�WR�D�OHVVHU
GHJUHH��2WKHU�(8�FRXQWULHV�DUH�DOVR�LPSRVLQJ�HQYLURQPHQW�GHPDQGV�RQ�DOO�LQYLWDWLRQV�WR�WHQGHU�WR
VXSSO\��,W�LV�GRXEWIXO��KRZHYHU��KRZ�IDU�UHDFKLQJ�VXFK�GHPDQGV�PD\�EH��ZKLOH�UHPDLQLQJ�LQ�DFFRU�
GDQFH�ZLWK�WKH�(8�GLUHFWLYH�

,I�IDU�UHDFKLQJ�HQYLURQPHQW�GHPDQGV�DUH�LPSRVHG�RQ�SXEOLF�WHQGHUV�WR�VXSSO\�ZLWKLQ�WKH�(8��WKLV
ZRXOG�KDYH�DQ�LPPHQVHO\�SRZHUIXO�HIIHFW�RQ�WKH�PDUNHW��7KH�GDQJHU�WKHQ�ZRXOG�EH�WKDW�GHYHORS�
LQJ�QDWLRQ�H[SRUWHUV�DQG�VXE�VXSSOLHUV�ZRXOG�ILQG�LW�YHU\�GLIILFXOW�WR�FRPSHWH��,I�VXFK�GHPDQGV
ZHUH�KDUPRQLVHG�DFURVV�SXEOLF�RUJDQLVDWLRQV�QDWLRQDOO\�DQG�LQWHUQDWLRQDOO\��DQG�WUDGLQJ�UXOHV�DQG
FULWHULD�ZLWKLQ�WKH�HQYLURQPHQW�DUHD�ZHUH�VKDSHG�VXFK�WKDW�GHYHORSLQJ�QDWLRQ�H[SRUWHUV�FRXOG
PHHW�WKHP��SXEOLF�ERG\�SXUFKDVLQJ�ZRXOG�KRZHYHU�EH�DEOH�WR�IDFLOLWDWH�WKH�WUDQVLWLRQ�WR�HQYLURQ�
PHQW�IULHQGO\�SURGXFWLRQ�LQ�WKH�ORQJ�UXQ�LQ�WKH�GHYHORSLQJ�QDWLRQV�WRR��DV�WKLV�ZRXOG�FRPSULVH�D
ODUJH��VWDEOH�DQG�KRPRJHQRXV�PDUNHW�

3XEOLF�SXUFKDVLQJ�FRPPRQO\�OLHV�EHWZHHQ�WKH�QDWLRQDO�OHYHO�DQG�SULYDWH�FRPSDQLHV���ILJXUH�������
7KLV�W\SH�RI�SXUFKDVLQJ�LV�VXEMHFW�WR�PRUH�UHJXODWLRQV�DQG�GLUHFWLYHV�WKDQ�WKH�SULYDWH�VHFWRU��\HW
VWLOO�KDV�JUHDWHU�SRWHQWLDO�WR�LPSRVH�HQYLURQPHQW�GHPDQGV�QRW�LQFOXGHG�LQ�QDWLRQDO�RU�LQWHUQDWLRQDO
DJUHHPHQWV�
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)LJXUH������3XEOLF�SXUFKDVLQJ

����8LI�IRZMVSRQIRXEPP]�TVSJMPIH�GSQTER]

������'SQTERMIW�MR�XLI�MRHYWXVMEPMWIH�REXMSRW
&RPSDQLHV�DUH�LQFUHDVLQJO\�WUHDWLQJ�HQYLURQPHQW�LVVXHV�DV�VWUDWHJLF�WR�WKHLU�VXUYLYDO�DQG�GHYHORS�
PHQW��0DODGURLW�PDQDJHPHQW�RI�HQYLURQPHQW�LVVXHV�FDQ�KDYH�PDMRU�QHJDWLYH�FRQVHTXHQFHV�IRU�D
FRPSDQ\·V�FRPSHWLWLYHQHVV��,W�LV�YLWDO�QRW�WR�EH�EUDQGHG�DQ�HQYLURQPHQW�VLQQHU��7R�DQ�HYHU�LQ�
FUHDVLQJ�H[WHQW��FXVWRPHUV�DUH�JRLQJ�WR�PDNH�GHPDQGV�RQ�D�FRPSDQ\·V�HQYLURQPHQW�SROLF\��7KH\
DUH�JRLQJ�WR�GHPDQG�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�DQG�VRPHWLPHV�HYHQ�HQYLURQPHQW�VWUDWHJLHV
DQG�HQYLURQPHQW�PDQDJHPHQW��GHPDQGV�ZKLFK�SURGXFHUV�LQ�WKH�GHYHORSLQJ�QDWLRQV�ZLOO�KDYH�WR
DGDSW�WR�LI�WKH\�ZLVK�WR�UHWDLQ�WKHLU�PDUNHW�VKDUHV�

$V�VXFK��RQH�FDQ�HQYLVDJH�D�WUHQG�LQ�ZKLFK�FXVWRPHUV�JDLQ�JUHDWHU�LQIOXHQFH�RYHU�D�FRPSDQ\·V�HQ�
YLURQPHQW�SROLF\�²�PDUNHW�IRUFHV�ZLOO�LQFUHDVLQJO\�EH�WKH�GULYLQJ�IRUFH�EHKLQG�HQYLURQPHQW�LQLWLD�
WLYHV�DQG�FRUSRUDWH�VWUDWHJLHV�RQ�HQYLURQPHQW�LVVXHV��$QG�WKHUH�ZLOO�EH�ZLQQHUV�DQG�ORVHUV�LQ�WKLV
HYROXWLRQ��7KH�ODWWHU�ZLOO�EH�WKRVH�ZKR�HLWKHU�GR�QRW�ZDQW�WR�DGDSW�WR�HQYLURQPHQW�GHPDQGV�LP�
SRVHG�E\�WKH�PDUNHW�SODFH��RU�FDQQRW�DGDSW�TXLFNO\�HQRXJK��7KH�ZLQQHUV�ZLOO�LQFOXGH�WKH�SURGXF�
HUV�RI�JRRGV�ZKLFK�ILW�LQ�ZLWK�D�YLUWXRXV�FLUFOH�VRFLHW\�DQG�ZKLFK�DUH�EDVHG�RQ�WKH�SULQFLSOHV�RI
VXVWDLQDEOH�GHYHORSPHQW�

������'SQTERMIW�MR�HIZIPSTMRK�REXMSRW
:LWKLQ�WKH�SULYDWH�VHFWRU��DV�ZLWK�WKH�SXEOLF�VHFWRU��WKHUH�VWLOO�UHPDLQV�FHUWDLQ�FRQIOLFWV�EHWZHHQ�WKH
HQYLURQPHQW�DQG�SURGXFWLRQ��(QYLURQPHQW�UHJXODWLRQV�LQ�WKH�LQGXVWULDOLVHG�QDWLRQV�DUH�VHHQ�DV�DQ
REVWDFOH�WR�LQFUHDVHG�SURGXFWLRQ�DQG�VRPHWKLQJ�WKH�LQGXVWULDOLVHG�FRXQWULHV�LPSRVH�RQ�WKH�GHYHO�
RSLQJ�QDWLRQV�WR�KLQGHU�FRPSHWLWLYHQHVV��+RZHYHU��HQYLURQPHQW�GHPDQGV�ZKLFK�DUH�WUDQVPLWWHG
YLD�WKH�PDUNHW�IURP�FXVWRPHUV�DQG�FRQVXPHUV�²�´EXVLQHVV�WR�EXVLQHVVµ�²�DUH�LQWHUSUHWHG�LQ�WRWDOO\
GLIIHUHQW�ZD\V��+HUH�LW�LV�D�TXHVWLRQ�RI�FRPPHUFLDO�GHPDQGV�UDWKHU�WKDQ�JRYHUQPHQW�UHTXLUHPHQWV
²�VR�WKH�FRPSDQ\�HLWKHU�PHHWV�LWV�FXVWRPHUV·�GHPDQGV�RU�ORVHV�D�PDUNHW�DQG�FRQVHTXHQWO\�UHYHQXH�

7KH�GHYHORSLQJ�QDWLRQ�FRPSDQLHV�ZKLFK�ZLOO�IDFH�HQYLURQPHQW�GHPDQGV�DW�ILUVW�KDQG��DUH�WKH�H[�
SRUW�LQGXVWULHV��7KHVH�FRPSDQLHV�ZLOO�DFW�DV�FDWDO\VWV�DQG�GLVVHPLQDWRUV�RI�HQYLURQPHQW�IULHQGO\
WHFKQRORJ\�DQG�SURGXFWLRQ�PHWKRGV��7KH\�ZLOO�EH�DEOH�WR�GHPRQVWUDWH�WKDW�HQYLURQPHQW�IULHQGO\
SURGXFWLRQ�LV�SURILWDEOH��HYHQ�IURP�D�SXUHO\�EXVLQHVV�HFRQRPLFV�SHUVSHFWLYH��'RPHVWLF�SURGXFWLRQ
FDQ�WKHQ�IROORZ�VXLW��HVSHFLDOO\�LI�FRQVXPHU�RUJDQLVDWLRQV�KDYH�WKH�RSSRUWXQLW\�WR�SXVK�XS�GHPDQG
IRU�HQYLURQPHQW�IULHQGO\�SURGXFWV�
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������8LI�VSPI�SJ�XLI�MQTSVXIV
*HQHUDO�HIIRUWV�E\�FRPSDQLHV�LQ�WKH�LQGXVWULDOLVHG�ZRUOG�WR�EHFRPH�PRUH�HQYLURQPHQW�IULHQGO\
DQG�WKHLU�DPELWLRQV�WR�DFTXLUH�DQ�HQYLURQPHQW�IULHQGO\�SURILOH�DUH�KLJKO\�VLJQLILFDQW�IRU�H[SRUWHUV
DQG�PDQXIDFWXUHUV�LQ�WKH�GHYHORSLQJ�QDWLRQV��7KLV�VHFWRU��ZKLFK�LQ�6ZHGHQ�HQFRPSDVVHV�PDMRU
UHWDLO�FKDLQV�VXFK�DV�+HQQHV�	�0DXULW]��/LQGH[��.DSS$KO�DQG�,.($��GHSDUWPHQW�VWRUHV�OLNH
cKOpQV�DQG�VXSHUVWRUHV�OLNH�%	:�DQG�2%6��LPSRVH�ERWK�HQYLURQPHQW�DQG�VRFLDO�FRQGLWLRQ�GH�
PDQGV�LQ�WKHLU�SXUFKDVH�WHUPV�IRU�VXSSOLHUV��7KH�HQYLURQPHQW�GHPDQGV�WKHVH�FRPSDQLHV�LPSRVH
DUH�QRW�DV�IDU�UHDFKLQJ�DV�WKH�GHPDQGV�UHTXLUHG�IRU�HFR�ODEHOOLQJ��2QH�PXVW�WKHUHIRUH�GLIIHUHQWLDWH
EHWZHHQ�HQYLURQPHQW�IULHQGO\�DQG�HFR�ODEHOOHG�SURGXFWV��)RU�HQYLURQPHQW�IULHQGO\�JRRGV��WKH
PRVW�LPSRUWDQW�FRQGLWLRQV�DUH�WKH�EDQ�RQ�FHUWDLQ�KDUPIXO�FKHPLFDOV�DQG�WKH�UHTXLUHPHQW�WKDW
SURGXFWLRQ�LV�GRQH�WR�DQ�DFFHSWDEOH�HQYLURQPHQW�VWDQGDUG��+RZHYHU��LW�LV�WKHVH�HQYLURQPHQW�GHPDQGV�
UDWKHU�WKDQ�DQ\�GHPDQG�IRU�FRQYHQWLRQDO�HFR�ODEHOOLQJ��ZKLFK�FXUUHQWO\�SRVH�WKH�JUHDWHVW�FKDOOHQJH�WR�GHYHORSLQJ�QDWLRQ
H[SRUWHUV�

7KRVH�FRPSDQLHV�ZKLFK�IDLO�WR�PHHW�WKHVH�GHPDQGV�ZLOO�EH�NQRFNHG�RXW�E\�PRUH�HQYLURQPHQW
IULHQGO\�FRPSHWLWRUV��,I�GHYHORSLQJ�QDWLRQ�H[SRUWHUV�DUH�WR�UHWDLQ�WKHLU�FXVWRPHUV��WKH\�PXVW�VWDUW
DGDSWLQJ�WKHLU�PDQXIDFWXULQJ�LQ�OLQH�ZLWK�SXUFKDVHU�GHPDQGV�IRU�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ
LPPHGLDWHO\��)RU�PDQ\�FRPSDQLHV��WKLV�SURFHVV�ZLOO�QRW�EH�VR�VLPSOH��,Q�PDQ\�FDVHV��WKH\�KDYH
LQVXIILFLHQW�NQRZOHGJH�RI�KRZ�HQYLURQPHQWDOO\�KDUPIXO�FKHPLFDOV�FDQ�EH�UHSODFHG�E\�PRUH�HQYL�
URQPHQW�IULHQGO\�RQHV��0DQ\�FRXQWULHV�DOVR�ODFN�WKH�LQIUDVWUXFWXUH�VXFK�DV�WHVW�ODERUDWRULHV�DQG
WUDLQHG�SHUVRQQHO�WR�FKHFN�WKH�FKHPLFDO�FRQWHQW�RI�SURGXFWV�

����)RZMVSRQIRX�JVMIRHP]�XVEHI
:H�KDYH�VHHQ�DERYH�KRZ�WKUHH�JURXSV�RI�SOD\HUV�²�FRQVXPHUV��SURGXFHUV�DQG�LPSRUWHUV�²�FDQ�LQ�
IOXHQFH�SURGXFWLRQ�LQ�DQ�HQYLURQPHQW�IULHQGO\�GLUHFWLRQ�YLD�PDUNHW�IRUFHV��7KHLU�UHVSHFWLYH�VLJQLIL�
FDQFH�YDULHV�IURP�PDUNHW�WR�PDUNHW�DQG�IRU�GLIIHUHQW�W\SHV�RI�SURGXFWLRQ��7KH�WHQGHQFLHV�LQ�VRFLH�
WLHV�DOVR�SRLQW�WRZDUGV�PDUNHW�IRUFHV�EHLQJ�DQ�LQFUHDVLQJO\�VLJQLILFDQW�IDFWRU�ZKHQ�LW�FRPHV�WR�HQYL�
URQPHQW�GHPDQGV����,W�ZLOO�DOVR�ODUJHO\�EH�WKURXJK�LQWHUQDWLRQDO�WUDGH�WKDW�HQYLURQPHQW�GHPDQGV
ZLOO�VSUHDG�WR�WKH�GHYHORSLQJ�QDWLRQV��ILUVWO\�WKURXJK�GHPDQGV�RQ�WKHLU�H[SRUW�LQGXVWU\��ZKLFK�ZLOO
VXEVHTXHQWO\�DOVR�SHUFRODWH�WKURXJK�WR�WKHLU�GRPHVWLF�LQGXVWU\��6XE�VXSSOLHUV�WR�WKH�H[SRUW�LQGXV�
WU\�ZLOO�IDFH�HQYLURQPHQW�GHPDQGV�LI�WKH\�ZLVK�WR�FRQWLQXH�WR�VXSSO\�JRRGV��,Q�WKH�VFHQDULR
SDLQWHG�KHUH�RQH�FDQ�SLFWXUH�WUDGH�DV�VXSSRUWLQJ�WKH�SURFHVV�WRZDUGV�HQYLURQPHQW�IULHQGO\�SUR�
GXFWLRQ��&RPSDQLHV�ZKLFK�SROOXWH�DQG�DUH�LQHIILFLHQW�LQ�WKHLU�SURGXFWLRQ�SURFHVVHV��ZKLFK�XVH
GDQJHURXV�FKHPLFDOV�DQG�H[SORLW�WKHLU�ZRUNIRUFH��DUH�H[SHFWHG�WR�HQFRXQWHU�SUREOHPV�LQ�WKH�IX�
WXUH��7KH\�UXQ�WKH�ULVN�RI�VHHLQJ�WKHLU�PDUNHW�VKDUHV�FDSWXUHG�E\�PRUH�HQYLURQPHQW�IULHQGO\�FRP�
SHWLWRUV�

�����������������������������������������������������
���$Q�H[DPSOH�RI�WKH�VLJQLILFDQFH�RI�HQYLURQPHQW�GHPDQGV�LPSRVHG�RQ�SXEOLF�SXUFKDVLQJ�LV�WKH�6ZHGLVK�5RDGV�$XWKRU�
LW\�GHPDQG�IRU�IXHO�FRQVXPSWLRQ�VWDWLVWLFV�IRU�LWV�FRPSDQ\�YHKLFOHV�



Figure 9.1  The significance of  environment demands and the ripple effcts on product manufacturing in the developing nations.
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����7YQQEV]
&RQVXPHU�DQG�HQYLURQPHQW�RUJDQLVDWLRQV�LQIOXHQFH�SURGXFHUV�YLD�WKH�FRQVXPHUV��(QYLURQPHQWDOO\
DZDUH�FRQVXPHUV�ZKR�DUH�SUHSDUHG�WR�FKDQJH�WKHLU�EHKDYLRXU�DUH�LPSHUDWLYH�LI�HFR�ODEHOOLQJ�V\V�
WHPV�DUH�WR�ZRUN�

(IIRUWV�WR�LQFUHDVH�HQYLURQPHQW�DZDUHQHVV�DPRQJVW�FRQVXPHUV�LQ�WKH�GHYHORSLQJ�QDWLRQV�VKRXOG
KHOS�LQFUHDVH�WKH�ORFDO�PDUNHW�IRU�HQYLURQPHQW�IULHQGO\�SURGXFWV�WKHUH�

3XEOLF�SXUFKDVLQJ�ZLWKLQ�WKH�(8�RIIHUV�WUHPHQGRXV�SRWHQWLDO�DQG�HQYLURQPHQW�GHPDQGV�ZLWKLQ�WKLV
DUHD�FDQ�KDYH�D�PDMRU�LPSDFW�

7UDGH�DQG�LQGXVWU\�ZDQWV�DQ�HQYLURQPHQW�IULHQGO\�SURILOH�DQG�VR�LPSRVHV�KLJKHU�HQYLURQPHQW�GH�
PDQGV�RQ�VXE�VXSSOLHUV��7KLV�W\SH�RI�HQYLURQPHQW�GHPDQG�LV�WKH�ELJJHVW�FKDOOHQJH�IRU�GHYHORSLQJ
QDWLRQ�H[SRUWHUV�DV�JHQHUDO�WUDGH�DQG�LQGXVWU\�LQYROYHV�PDVVLYH�YROXPHV�

&RPSDQLHV�ZKLFK�FDQQRW�PHHW�WKH�HQYLURQPHQW�GHPDQGV�RI�LPSRUWHUV�DUH�H[SHFWHG�WR�H[SHULHQFH
GLIILFXOWLHV�LQ�UHPDLQLQJ�FRPSHWLWLYH�ZLWK�PRUH�HQYLURQPHQW�IULHQGO\�FRPSDQLHV�
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��3FWXEGPIW�ERH�STTSVXYRMXMIW�JSV�XLI�I\TSVX�SJ
IRZMVSRQIRX�JVMIRHP]�I\TSVXW�JVSQ�HIZIPSTMRK�REXMSRW

����4VSFPIQ�EVIEW

������8LI�XVERWJIV�SJ�IRZMVSRQIRX�TVSFPIQW�XS�XLI�HIZIPSTMRK�REXMSRW
(QYLURQPHQWDOO\�KDUPIXO�SURGXFWV��ZKLFK�KDYH�EHHQ�EDQQHG�LQ�WKH�LQGXVWULDOLVHG�ZRUOG��DUH�LQ
PDQ\�FDVHV�EHLQJ�GXPSHG�RQ�GHYHORSLQJ�QDWLRQ�PDUNHWV��(QYLURQPHQW�OHJLVODWLRQ�DQG�HQYLURQ�
PHQWDOO\�FRQVFLRXV�LQGXVWULDOLVHG�FRXQWULHV�KDYH�LQ�HIIHFW�PHDQW�WKDW�LQ�FHUWDLQ�FDVHV�SUREOHPV�KDYH
EHHQ�VKLIWHG�WR�WKH�GHYHORSLQJ�QDWLRQV��(QYLURQPHQWDOO\�KD]DUGRXV�SURGXFWLRQ�KDV�DOVR�EHHQ
PRYHG��RU�WKUHDWHQHG�WR�PRYH��([DPSOHV�LQFOXGH�WDQQHULHV�DQG�WKH�OHDWKHU�LQGXVWU\�ZKLFK�KDV
ODUJHO\�UHORFDWHG�IURP�(XURSH�

$QRWKHU�H[DPSOH�RI�WUDQVIHUULQJ�HQYLURQPHQW�SUREOHPV�IURP�WKH�LQGXVWULDOLVHG�QDWLRQV�WR�WKH�GH�
YHORSLQJ�QDWLRQV�LV�HQYLURQPHQWDOO\�KD]DUGRXV�ZDVWH��,QVWHDG�RI�EHLQJ�GLVSRVHG�RI�LQ�(XURSH��VXFK
ZDVWH�LV�RIWHQ�WUDQVSRUWHG�WR�YDULRXV�GHYHORSLQJ�QDWLRQV�IRU�GXPSLQJ��7UDGH�LQ��DQG�WKH�VWRUDJH�RI
KD]DUGRXV�ZDVWH�LV�UHJXODWHG�E\�WKH�%DVOH�&RQYHQWLRQ�ZKLFK�FDPH�LQWR�IRUFH�LQ������

������*EPP�MR�HIQERH�HYI�XS�MRGVIEWIH�VIG]GPMRK
,QFUHDVHG�UHTXLUHPHQWV�WR�UHF\FOH�DQG�LQ�FHUWDLQ�FDVHV�XVH�PRUH�HQYLURQPHQW�IULHQGO\�VXEVWLWXWHV
KDYH�UHGXFHG�PDUNHWV�IRU�WUDGLWLRQDO�UDZ�PDWHULDOV�IURP�GHYHORSLQJ�QDWLRQ��7KH�IDOO�LQ�GHPDQG�IRU
RUHV�RI�YDULRXV�NLQGV�LV�DOUHDG\�FOHDUO\�PDUNHG�LQ�PDQ\�GHYHORSLQJ�FRXQWULHV��IRU�LQVWDQFH�=DPELD
DQG�FRSSHU�

������8VERWTSVXEXMSR�ERH�IRIVK]�GSRWYQTXMSR
7KH�GHYHORSLQJ�QDWLRQV�VXIIHU�D�FRPSHWLWLYH�GLVDGYDQWDJH�GXH�WR�WKH�ORQJ�GLVWDQFHV�IURP�WKHLU�LP�
SRUWDQW�H[SRUW�PDUNHWV��(QYLURQPHQW�IULHQGO\�SURGXFWV�FDQ�EHFRPH�OHVV�HQYLURQPHQW�IULHQGO\�GXH
WR�WKH�ORQJ�WUDQVSRUW�MRXUQH\V�LQYROYHG��7UDQVSRUW�FRVWV�RQO\�PDNH�XS�D�VPDOO�DQG�UHGXFLQJ�SDUW�RI
WKH�SURGXFW�FRVWV��2QH�RI�WKH�UHDVRQV�IRU�WKHVH�ORZ�FRVWV�LV�WKH�GLIILFXOWLHV�LQ�WD[LQJ�RSHUDWLQJ�IXHO
FRQVXPHG�E\�LQWHUQDWLRQDO�WUDQVSRUWHUV��7KH�VKLSSLQJ�FRPSDQLHV�DUH�IUHH�WR�FKRRVH�ZKHUH�WKH\
SXUFKDVH�WKHLU�IXHO��,I�RQH�FRXQWU\�OHYLHV�WD[�RQ�LW��WKH�FRPSDQ\�ZLOO�QDWXUDOO\�FKRRVH�WR�EX\�LWV�IXHO
ZKHUH�LW�LV�WD[�IUHH��,QWHUQDWLRQDO�DJUHHPHQWV�DUH�UHTXLUHG�WR�KDUPRQLVH�HQHUJ\�WD[HV�LQ�RUGHU�WR�EH
DEOH�WR�OHY\�WD[�RQ�IXHO�

/LIH�F\FOH�DQDO\VHV�WDNH�WKH�HQWLUH�HQHUJ\�FRQWHQW�RI�D�SURGXFW�LQWR�DFFRXQW��&HUWDLQ�GHYHORSLQJ
QDWLRQ�SURGXFWV�ZRXOG�WKHQ�DSSHDU�WR�KDYH�D�ODUJH�HQYLURQPHQWDO�LPSDFW�ZKLOH�RWKHU�SURGXFWV�
GHVSLWH�WKH�ORQJ�WUDQVSRUW�GLVWDQFHV��ZRXOG�DSSHDU�LQ�D�PRUH�IDYRXUDEOH�OLJKW�WKDQ�ORFDO�SURGXF�
WLRQ��)RU�LQVWDQFH��YHJHWDEOHV�JURZQ�LQ�JUHHQKRXVHV�LQ�1RUWKHUQ�FRXQWULHV�FDQ�UHTXLUH�PRUH�HQHUJ\
WKDQ�FURSV�JURZQ�LQ�WKH�6RXWK��HYHQ�ZKHQ�DLU�IUHLJKW�LV�LQFOXGHG�

����)RZMVSRQIRXEP�HIQERHW��VIKYPEXMSRW�ERH�PEFIPPMRK�W]WXIQ�W�
(QYLURQPHQWDO�OHJLVODWLRQ�DQG�YROXQWDU\�DJUHHPHQWV�RQ�HQYLURQPHQW�VWDQGDUGV�HWF��FDQ�OHDG�WR
SUREOHPV�IRU�GHYHORSLQJ�QDWLRQ�HFRQRPLHV�DV�WKH\�FDQ�PDNH�H[SRUW�PRUH�GLIILFXOW�LQ�PDQ\�DUHDV��,W
LV�QRW�RQO\�IRUPDO�HQYLURQPHQW�GHPDQGV�WKDW�FDQ�VKULQN�PDUNHWV�IRU�GHYHORSLQJ�QDWLRQV��WR�D�FHU�
WDLQ�H[WHQW�YROXQWDU\�ODEHOOLQJ�FDQ�GR�WKH�VDPH�LI�WKHVH�FRXQWULHV�FDQQRW�DGDSW�WKHLU�SURGXFWLRQ�WR
PHHW�WKH�GHPDQGV�VWLSXODWHG�IRU�WKH�SURGXFWV�WR�EH�FODVVHG�DV�HQYLURQPHQW�IULHQGO\�

0DQ\�GHYHORSLQJ�QDWLRQV�KDYH�JUHDW�GLIILFXOW\�LQ�PHHWLQJ�LPSRUWHU�QDWLRQ�GHPDQGV�FRQFHUQLQJ
WHFKQLFDO�GLUHFWLRQV�DQG�VWDQGDUGV��7KHVH�GHPDQGV�DUH�RIWHQ�H[WUHPHO\�FRPSOLFDWHG��DQG�LW�LV�KDUG
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IRU�WKH�GHYHORSLQJ�QDWLRQ�H[SRUWHU�WR�DFTXLUH�NQRZOHGJH�RQ�DOO�WKH�GHWDLOV�ZKLFK�PXVW�EH�PHW�
0DQ\�GHYHORSLQJ�QDWLRQV�DOVR�ODFN�WKH�NQRZ�KRZ�DQG�LQIUDVWUXFWXUH��ODERUDWRULHV��WUDLQHG�SHUVRQ�
QHO�HWF���WR�SHUIRUP�WKH�LQVSHFWLRQ�DQG�WHVWLQJ�UHTXLUHG��7HFKQLFDO�GLUHFWLRQV�DQG�VWDQGDUGV�FDQ
WKHUHIRUH�IRUP�PDMRU�EDUULHUV�WR�LQFUHDVHG�PDUNHW�DFFHVV�IRU�PDQ\�GHYHORSLQJ�QDWLRQV�

������%[EVIRIWW�SJ�IRZMVSRQIRXEP�HIQERHW�ERH�XLI�TSWWMFMPMXMIW�SJ�QIIXMRK�XLIQ
3URGXFHUV�LQ�WKH�GHYHORSLQJ�QDWLRQV�DUH�RIWHQ�LJQRUDQW�RI�WKH�GLIIHUHQW�HFR�ODEHOOLQJ�V\VWHPV��ZKDW
GHPDQGV�WKH\�VWLSXODWH�DQG�KRZ�WR�JR�DERXW�JDLQLQJ�SURGXFW�DSSURYDO��,W�LV�DOVR�RIWHQ�GLIILFXOW�IRU
SURGXFHUV�LQ�WKH�GHYHORSLQJ�QDWLRQV�WR�PHHW�WKH�FHUWLILFDWLRQ�UHTXLUHPHQWV�HQDEOLQJ�WKHP�WR�HFR
ODEHO�WKHLU�SURGXFWV��&ULWHULD�IRU�WKHVH�HQYLURQPHQW�UHTXLUHPHQWV�DUH�JHQHUDOO\�ODLG�GRZQ�IURP�DQ
LQGXVWULDOLVHG�QDWLRQ�SHUVSHFWLYH�DQG�WDNH�OLWWOH�DFFRXQW�RI�GHYHORSLQJ�QDWLRQ�FLUFXPVWDQFHV��,W�FDQ
WKHUHIRUH�EH�GLIILFXOW�IRU�HTXLYDOHQW�HQYLURQPHQW�IULHQGO\�SURGXFWV�IURP�GHYHORSLQJ�QDWLRQV�WR�JDLQ
DQ�HFR�ODEHO�

������0EGO�SJ�LEVQSRMWEXMSR
7KH�DEVHQFH�RI�KRPRJHQRXV�VWDQGDUGV��SURFHGXUHV�DQG�GHPDQGV�DFURVV�WKH�LQGXVWULDOLVHG�FRXQ�
WULHV�IXUWKHU�FRPSOLFDWHV�PDUNHW�DFFHVV�IRU�WKH�GHYHORSLQJ�QDWLRQV��(VWDEOLVKLQJ�QDWLRQDO�HFR�ODEHO�
OLQJ�V\VWHPV�LQ�WKH�GHYHORSLQJ�QDWLRQV�FDQQRW��DW�WKLV�PRPHQW��IDFLOLWDWH�WUDGH��WKH\�FDQ�KRZHYHU�EH
VLJQLILFDQW�IRU�WKH�GRPHVWLF�PDUNHW���7KH�DUHDV�RI�RUJDQLF�DJULFXOWXUH��,)2$0���VXVWDLQDEOH�IRUHVWU\
�)6&��DQG�)DLU�7UDGH�GR�KDYH�LQWHUQDWLRQDOO\�KDUPRQLVHG�UXOHV��ZKLFK�IDFLOLWDWHV�PDUNHW�DFFHVV�IRU
WKH�GHYHORSLQJ�QDWLRQV��+RZHYHU��RUJDQLF�IDUPLQJ�LV�KDPSHUHG�E\�QDWLRQDO�DQG�(8�OHJLVODWLRQ�
:LWK�UHJDUG�WR�WKH�RWKHU�W\SHV�RI�HFR�ODEHOOLQJ��WKHUH�LV�D�WRWDO�ODFN�RI�KDUPRQLVDWLRQ�RI�UXOHV�DQG
PXWXDO�DFFHSWDQFH�EHWZHHQ�WKH�GLIIHUHQW�V\VWHPV�WRGD\��DOWKRXJK�D�QXPEHU�RI�LQLWLDWLYHV�DUH�FXU�
UHQWO\�LQ�SURJUHVV�

0RVW�HFR�ODEHOOLQJ�ERGLHV�ZRUN�WRJHWKHU�LQ�*(1��*OREDO�(FRODEHOOLQJ�1HWZRUN���DQG�WKH�,QWHUQD�
WLRQDO�6WDQGDUGLVDWLRQ�2UJDQLVDWLRQ�,62�LV�WU\LQJ�WR�GHYHORS�VWDQGDUGV�IRU�HFR�ODEHOOLQJ��*UHDWHU
KDUPRQLVDWLRQ�LV�GHVLUDEOH�IURP�WKH�SHUVSHFWLYH�RI�GHYHORSLQJ�QDWLRQ�SURGXFHUV�DQG�RWKHUV��)URP�D
FRQVXPHU�DQG�HQYLURQPHQW�SHUVSHFWLYH��LW�LV�LPSRUWDQW�WR�HQVXUH�WKDW�KDUPRQLVDWLRQ�GRHV�QRW�OHDG
WR�D�IDOO�LQ�WKH�OHYHO�RI�HQYLURQPHQW�GHPDQGV��RU�WKDW�FRQVXPHU�OHG�LQLWLDWLYHV�DUH�KHOG�XS�

����+VIEXIV�IRZMVSRQIRXEP�E[EVIRIWW�GVIEXIW�RI[�STTSVXYRMXMIW
,Q�PDQ\�GHYHORSLQJ�QDWLRQV��SURMHFWV�DUH�XQGHUZD\�WR�DGDSW�WKHLU�SURGXFWLRQ�WR�WKH�HQYLURQPHQW
GHPDQGV�RI�WKH�LQGXVWULDOLVHG�QDWLRQV�DQG�WKHUH�DUH�PDQ\�H[DPSOHV�RI�VXFFHVV�VWRULHV�LQ�ZKLFK�GH�
YHORSLQJ�QDWLRQ�PDQXIDFWXUHUV�KDYH�IRXQG�D�PDUNHW�IRU�WKHLU�HQYLURQPHQW�IULHQGO\�SURGXFWV�

������1ERYJEGXYVIH�KSSHW��

,QGLD��ZKLFK�LV�D�PDMRU�H[SRUWHU�RI�WH[WLOHV�DQG�FORWKLQJ��LV�HQGHDYRXULQJ�WR�DGDSW�WR�WKH�HQYLURQ�
PHQW�GHPDQGV�RI�WKH�LPSRUWHU�FRXQWULHV��:KHQ�*HUPDQ\�EDQQHG�WKH�XVH�RI�D]X�"""��G\HV�LQ�WH[�
WLOHV��WKH�0LQLVWU\�RI�(QYLURQPHQW�EDQQHG�WKH�XVH�RI�D]X�G\HV�LQ�,QGLD�LQ�������7KH�0LQLVWU\�RI
7H[WLOHV�DFWLYHO\�LQIRUPV�FRPSDQLHV�RI�WKH�GDPDJH�WKHVH�G\HV�FDXVH��7KH\�KDYH�DOVR�HVWDEOLVKHG�WHVW
IDFLOLWLHV�DQG�SURYLGH�WHFKQLFDO�DVVLVWDQFH�WR�FRQYHUW�WR�RWKHU�WHFKQRORJ\�

&HQWXU\�7H[WLOHV�LQ�%RPED\�LV�,QGLD·V�ELJJHVW�H[SRUWHU�RI�FRWWRQ�WH[WLOHV��,Q������&HQWXU\�7H[WLOHV
EHFDPH�WKH�ILUVW�FRPSDQ\�WR�EH�FHUWLILHG�E\�gNR�7H[��D�*HUPDQ�HFR�ODEHO��7KLV�FHUWLILFDWLRQ�HQ�
DEOHG�WKH�FRPSDQ\�WR�REWDLQ��²���SHU�FHQW�KLJKHU�SULFHV�IRU�WKHLU�SURGXFWV�DQG�DW�WKH�VDPH�WLPH
WKH�PDUNHW�LQFUHDVHG�E\����SHU�FHQW�

�����������������������������������������������������
���5RELQ�	�5REHUWV������
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7[E^MPERH
0DVWHU�)ULGJH�/WG�LV�WKH�ODUJHVW�PDQXIDFWXUHU�RI�IULGJHV�DQG�IUHH]HU�SURGXFWV�LQ�VRXWKHUQ�$IULFD�DQG
H[SRUWV�WKH�PDMRULW\�RI�LWV�SURGXFWLRQ�WR�6RXWK�$IULFD��,Q������WKH�FRPSDQ\�ZDV�WKH�ILUVW�LQ�$IULFD
WR�PDQXIDFWXUH�&)&�IUHH�SURGXFWV��7KH�FRVW�RI�FRQYHUVLRQ�KDV�DOUHDG\�SDLG�IRU�LWVHOI�VHYHUDO�WLPHV
RYHU�IRU�0DVWHU�)ULGJH��7KH�JUHHQ�VWUDWHJ\�KDV�UHVXOWHG�LQ�0DVWHU�)ULGJH·V�ODUJHVW�FXVWRPHU�LQ
6RXWK�$IULFD�WULSOLQJ�LWV�RUGHUV�ZLWK�WKH�FRPSDQ\��7KH�PRYH�WR�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ
KDV�DOVR�PHDQW�WKH�ZRUNIRUFH�UHFHLYHG�PRUH�WUDLQLQJ�DQG�PRUH�VHFXUH�HPSOR\PHQW�

)GYEHSV
7DJXD�,QLWLDWLYH��)RU�RYHU�����\HDUV�WKH�WDJXD�QXW�KDG�EHHQ�XVHG�DV�D�UDZ�PDWHULDO�LQ�EXWWRQ�PDQX�
IDFWXULQJ��7KH�WDJXD�QXW�WKHQ�ORVW�RXW�WR�SODVWLF�PDWHULDOV�XQWLO�WKH�JURZLQJ�LQWHUHVW�LQ�QDWXUDO
SURGXFWV�LQ�WKH�PDUNHWSODFH�OHG�VHYHUDO�SULYDWH�RUJDQLVDWLRQV�DQG�ORFDO�DXWKRULWLHV�LQ�WKH�&RPXQD
5LR�6DQWLDJR�&D\DSDV�DUHD�WR�VWDUW�ZRUNLQJ�WRJHWKHU�WR�PDQXIDFWXUH�SURGXFWV�RXW�RI�WDJXD�QXWV�
,Q�DGGLWLRQ�WR�EXWWRQV��WKH�WDJXD�QXW�LV�DOVR�XVHG�DV�D�VXEVWLWXWH�IRU�LYRU\�LQ�MHZHOOHU\�PDNLQJ��6LQFH
�����RYHU����PLOOLRQ�EXWWRQV�KDYH�EHHQ�VROG�IRU�D�WRWDO�YDOXH�RI�86'���PLOOLRQ��7KH�IXWXUH�RI
������MREV�KDV�EHHQ�VHFXUHG�DQG�D�IXUWKHU�������FUHDWHG��%\�JLYLQJ�DQ�HFRQRPLF�YDOXH�WR�WKH�WDJXD
WUHHV��ZKLFK�JURZ�ZLOG�LQ�(FXDGRU��WKH�7DJXD�,QLWLDWLYH�DOVR�KHOSV�FRQVHUYH�WKH�WUHHV�

������)GSPSKMGEP�EKVMGYPXYVEP�TVSHYGXW��

$V�SUHYLRXVO\�PHQWLRQHG��LW�LV�LQ�WKLV�DUHD�ZKHUH�HQYLURQPHQW�GHPDQGV�E\�FRQVXPHUV�KDYH�KDG�WKH
JUHDWHVW�LQIOXHQFH�RQ�SURGXFWLRQ�LQ�WKH�GHYHORSLQJ�QDWLRQV��$�IHZ�H[DPSOHV�RI�H[SRUW�RULHQWHG�RU�
JDQLF�SURGXFWLRQ�DUH�OLVWHG�EHORZ�

• ,Q�0H[LFR�DURXQG��������VPDOO�IDUPHUV�JURZ�RUJDQLF�FRIIHH��7KHUH�DUH�DOVR�D�QXPEHU�RI�ODUJHU
SODQWDWLRQV�

• ,Q�&RVWD�5LFD�WKHUH�DUH�DURXQG�������RUJDQLF�IDUPHUV�ZKR�PDLQO\�SURGXFH�EDQDQDV�DQG�FRIIHH�

• ,Q�*XDWHPDOD�WKHUH�LV�UHSRUWHG�WR�EH�������KHFWDUHV�RI�RUJDQLF�FRIIHH�

• 2UJDQLF�IDUPLQJ�LQ�$UJHQWLQD�LV�LQFUHDVLQJ�UDSLGO\��IURP�������KHFWDUHV�LQ������WR��������
KHFWDUHV�LQ�������$�TXDUWHU�RI�SURGXFWLRQ�LQ�$UJHQWLQD�LV�VROG�ZLWKLQ�WKH�FRXQWU\��WKH�UHVW�LV
H[SRUWHG�

• 2UJDQLF�IDUPLQJ�LQ�8JDQGD�DPRXQWV�WR�DURXQG��������KHFWDUHV��IDUPHG�E\�������IDUPHUV�
&RWWRQ��VHVDPH�VHHGV�DQG�FRFRD�DUH�H[SRUWHG�

• ,Q�(DVW�7LPRU�������IDUPHUV�SURGXFH�RUJDQLF�FRIIHH��ZKLFK�DPRXQWV�WR����SHU�FHQW�RI�SURGXF�
WLRQ�

• 7KHUH�DUH����RUJDQLF�WHD�SODQWDWLRQV�DURXQG�WKH�ZRUOG��ZKLFK�SURGXFH�DURXQG�������WRQV�RI
RUJDQLF�WHD�

• 2UJDQLF�FRWWRQ�LV�JURZQ�RQ�DURXQG�������KHFWDUHV�LQ�,QGLD��������KHFWDUHV�LQ�8JDQGD�����
KHFWDUHV�LQ�0R]DPELTXH��������KHFWDUHV�LQ�3HUX�DQG�����KHFWDUHV�LQ�7DQ]DQLD�

������l2I[�4VSHYGXWz
1HZ�PDUNHWV�FDQ�RSHQ�XS�IRU�GHYHORSLQJ�QDWLRQV��6\QWKHWLF�PDWHULDOV�FDQ�EH�UHSODFHG�E\�QDWXUDO
RQHV��IRU�H[DPSOH�MXWH�DQG�VLVDO�LQVWHDG�RI�DUWLILFLDO�ILEUHV��$QRWKHU�H[DPSOH�LV�UHDG\�FRORXUHG�FRW�
WRQ�ZKLFK�GRHV�QRW�QHHG�G\HLQJ�DQG�WKHUHIRUH�RIIHUV�VLJQLILFDQW�HQYLURQPHQWDO�DGYDQWDJHV��$V�LO�
OXVWUDWHG�DERYH��LQ�PDQ\�FDVHV�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�DOUHDG\�H[LVWV�LQ�WKH�GHYHORSLQJ
QDWLRQV��EXW�LW�KDV�GLIILFXOW\�ILQGLQJ�EX\HUV�IRU�UHDVRQV�VXFK�DV�D�ODFN�RI�PDUNHWLQJ�FKDQQHOV��SUDFWL�
FDO�DQG�ILQDQFLDO�RSSRUWXQLWLHV�WR�JDLQ�FHUWLILFDWLRQ�DQG�D�ODFN�RI�PDUNHW�NQRZOHGJH�RQ�WKH�SDUW�RI
WKH�SURGXFHUV�

�����������������������������������������������������
���*UROLQN
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7KH�GHYHORSPHQW�RI�QDWXUDO�PHGLFLQHV��QHZ�IRRGV��IXQFWLRQDO�IRRGV�HWF����FRVPHWLF�DQG�ELRORJLFDO
SHVWLFLGHV�DOVR�RIIHUV�WKH�WURSLFDO�FRXQWULHV�ZLWK�WKHLU�ODUJH�ELRGLYHUVLW\�RSSRUWXQLWLHV�WR�GHYHORS
QHZ�SURGXFWV�

������(SQIWXMG�QEVOIX�HIZIPSTQIRX
,Q�WKH�VDPH�ZD\�WKDW�WKH�GHYHORSLQJ�QDWLRQV�FDQ�JDLQ�H[SRUW�RSSRUWXQLWLHV�WKURXJK�HQYLURQPHQW
GHPDQGV�DQG�WKH�LQGXVWULDOLVHG�FRXQWULHV�DGDSWLQJ�WR�YLUWXRXV�FLUFOH�V\VWHPV��WKH�GRPHVWLF�PDUNHW
FRQGLWLRQV�FDQ�DOVR�EH�LQIOXHQFHG��,Q�D�QXPEHU�RI�FRXQWULHV��HQYLURQPHQW�DUJXPHQWV�DUH�EHJLQQLQJ
WR�DFKLHYH�D�FHUWDLQ�LPSDFW��,QFUHDVHG�HQYLURQPHQW�DZDUHQHVV�LQ�WKH�GHYHORSLQJ�QDWLRQV�OHDGV�WR
JUHDWHU�FRPSHWLWLYHQHVV�IRU�GRPHVWLF�SURGXFWV�ZLWK�HQYLURQPHQWDO�DGYDQWDJHV��,Q�FHUWDLQ�FDVHV�
EHLQJ�DEOH�WR�GHYHORS�SURGXFWLRQ�IRU�H[SRUW�LV�FRQGLWLRQDO�RQ�WKH�H[LVWHQFH�RI�D�GRPHVWLF�PDUNHW�

����)RZMVSRQIRX�JVMIRHP]�TVSHYGXMSR�MR�HIZIPSTMRK�REXMSRW

������)\MWXMRK�IRZMVSRQIRX�JVMIRHP]�TVSHYGXMSR
6RPH�GHYHORSLQJ�QDWLRQ�SURGXFWLRQ�LV�PRUH�RU�OHVV�HQYLURQPHQW�IULHQGO\��EXW�LV�DW�ULVN�RI�ORVLQJ�RXW
GXH�WR�LQFUHDVHG�FRPSHWLWLRQ��7KH�FOHDUHVW�H[DPSOH�LV�VRPH�SDUWV�RI�WUDGLWLRQDO�DJULFXOWXUH��ZKLFK
LV�PRUH�RU�OHVV�UXQ�´RUJDQLFDOO\µ��EXW�ZKHUH�WKH�\LHOGV�DUH�QRW�KLJK�HQRXJK�WR�VXUYLYH�FRPSHWLWLRQ�
2QO\�D�VPDOO�SURSRUWLRQ�RI�WKLV�DJULFXOWXUH�LV�H[SRUW�RULHQWHG��ZKLOH�PRVW�LV�RULHQWHG�WR�KRXVHKROG
VHOI�VXIILFLHQF\�DQG�WKH�ORFDO�PDUNHW��,QVWHDG�RI�FORVLQJ�GRZQ�WKHVH�IDUPV�RU�XVLQJ�FKHPLFDOV��LW�LV
TXLWH�SRVVLEOH�WR�LQFUHDVH�\LHOGV�ZLWK�WKH�DLG�RI�LPSURYHG�FXOWLYDWLRQ�PHWKRGV�

������8LI�MRXVSHYGXMSR�SJ�IRZMVSRQIRX�JVMIRHP]�XIGLRSPSK]
(YHQ�LI�WKHUH�DUH�FHUWDLQ�DUHDV�ZKHUH�DOUHDG\�H[LVWLQJ�SURGXFWLRQ�LQ�WKH�GHYHORSLQJ�QDWLRQV�FDQ
EHQHILW�IURP�WKH�PDUNHW�IRU�HQYLURQPHQW�IULHQGO\�SURGXFWV��WKHUH�UHPDLQV�D�QXPEHU�RI�DUHDV�ZKHUH
GHYHORSLQJ�QDWLRQ�SURGXFWLRQ�VLPSO\�PXVW�FKDQJH�LQ�RUGHU�WR�EHFRPH�VXIILFLHQWO\�HQYLURQPHQW
IULHQGO\��1RW�MXVW�WR�PHHW�PDUNHW�GHPDQGV��EXW�PRUH�LPSRUWDQWO\�EHFDXVH�RI�WKH�JHQXLQH�HQYLURQ�
PHQW�SUREOHPV�LQ�WKH�GHYHORSLQJ�QDWLRQV��:KDW�LV�UHTXLUHG�WR�DGDSW�WR�HQYLURQPHQW�IULHQGO\�SUR�
GXFWLRQ�GLIIHUV�IURP�VHFWRU�WR�VHFWRU��,Q�FHUWDLQ�FDVHV�DOO�WKDW�LV�ODFNLQJ�LV�NQRZOHGJH��H�J��UHSODFLQJ
FKHPLFDOV���,Q�RWKHU�FDVHV��LQYHVWPHQW�LQ�QHZ�SURFHVVLQJ�WHFKQRORJ\�LV�QHHGHG�ZKLFK��ZKHQ�LPSOH�
PHQWHG��ZLOO�QRW�QHFHVVDULO\�OHDG�WR�PRUH�H[SHQVLYH�SURGXFWV�

$SDUW�IURP�DLG�PHDVXUHV�GHGLFDWHG�WR�WKH�LQWURGXFWLRQ�RI�QHZ�WHFKQRORJ\��HWF���DLG�KDV�WKH�VSHFLILF�UHVSRQVLELOLW\�WR
HQVXUH�WKDW�DOO�DLG�VXSSRUWHG�SURMHFWV�HPSOR\�WKH�EHVW�NQRZQ�WHFKQRORJ\�ZLWK�UHJDUG�WR�HQYLURQPHQWDO�LPSDFW�

����2I[�EPPMERGIW

������4VMZEXI�SVKERMWEXMSRW
3ULYDWH�RUJDQLVDWLRQV�SOD\�D�PDMRU�UROH�LQ�SXUVXLQJ�HQYLURQPHQW�LVVXHV��7KH�)DLU�7UDGH�PRYHPHQW�
)6&�DQG�RUJDQLF�IDUPLQJ�GHPRQVWUDWH�WKH�RSSRUWXQLWLHV�WKDW�H[LVW�WR�IRUJH�QHZ�DOOLDQFHV�DQG�UHOD�
WLRQVKLSV�RQ�DQ�LQWHUQDWLRQDO�SODQH��7KHVH�DOOLDQFHV�KDYH�QRW�RQO\�IRUFHG�WKH�SDFH��WKH\�KDYH�DOVR
FUHDWHG�QHZ�VWDQGDUGV�DQG�FRQWULEXWHG�WR�QHZ�WUDGLQJ�DYHQXHV�

������'SQTERMIW
7KHUH�DUH�DOVR�DOOLDQFHV�EHWZHHQ�HQYLURQPHQWDOO\�FRPPLWWHG�FRPSDQLHV��HQYLURQPHQW�DQG�FRQ�
VXPHU�PRYHPHQWV�DQG�SURGXFHUV�LQ�WKH�GHYHORSLQJ�QDWLRQV��7KH�%RG\�6KRS�LQ�(QJODQG�LV�D�SULPH
H[DPSOH�RI�VXFK�D�FRPSDQ\��ZKLFK�WDUJHWV�KHDOWK�DQG�HQYLURQPHQW�FRQVFLRXV�FRQVXPHUV�LQ�WKH
LQGXVWULDOLVHG�FRXQWULHV��DQG�DOVR�VRXUFHV�PDQ\�UDZ�PDWHULDOV�IURP�WKH�GHYHORSLQJ�QDWLRQV��9HUQHU
)UDQJ�$%�LQ�6ZHGHQ�LV�DQRWKHU�VLPLODU�W\SH�RI�FRPSDQ\�ZKLFK�KDV�ZRUNHG�ZLWK�RUJDQLF�FRWWRQ�LQ
3HUX�IRU�PDQ\�\HDUV��3DWDJRQLD�LQ�WKH�86$�KDV�VZLWFKHG�RYHU�IURP�FRQYHQWLRQDO�FRWWRQ�WR�����SHU
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FHQW�RUJDQLFDOO\�JURZQ�FRWWRQ��7KLV�W\SH�RI�FRPSDQ\�JRHV�PXFK�IXUWKHU�WKDQ�WKRVH�FRPSDQLHV
ZKLFK�LPSRVH�UHVWULFWLYH�SXUFKDVH�FRQGLWLRQV�RQ�WKHLU�VXSSOLHUV��6XFK�LQLWLDWLYHV�ZLOO�SUREDEO\�KDYH
D�PDMRU�LPSDFW�RQ�WKH�GHYHORSPHQW�RI�HQYLURQPHQW�IULHQGO\�SURGXFWV�

����7YQQEV]
(QYLURQPHQWDO�DZDUHQHVV�LQ�WKH�LQGXVWULDOLVHG�FRXQWULHV�KDV�LQ�FHUWDLQ�FDVHV�PHDQW�WKDW�WKH�SURE�
OHPV�KDYH�EHHQ�WUDQVIHUUHG�WR�WKH�GHYHORSLQJ�QDWLRQV�WKURXJK�WKH�H[SRUW�RI�HQYLURQPHQWDOO\�KDUP�
IXO�SURGXFWV�DQG�WKH�GXPSLQJ�RI�KD]DUGRXV�ZDVWH�LQ�WKHVH�FRXQWULHV�

,QFUHDVHG�UHF\FOLQJ�DQG�WKH�VXEVWLWXWLRQ�RI�FHUWDLQ�UDZ�PDWHULDOV�IRU�RWKHU�SURGXFWV�KDV�UHGXFHG�LQ�
GXVWULDO�QDWLRQ�UHTXLUHPHQWV�IRU�PDQ\�WUDGLWLRQDO�UDZ�PDWHULDOV�IURP�WKH�GHYHORSLQJ�QDWLRQV�

7KH�GHYHORSLQJ�QDWLRQ�SURGXFHUV�KDYH�GLIILFXOW\�LQ�DFFHVVLQJ�LQIRUPDWLRQ�RQ�HQYLURQPHQW�GHPDQGV
IRU�HFR�ODEHOOLQJ��7KH�ODUJH�QXPEHU�RI�GLIIHUHQW�ODEHOV�PDNHV�LW�KDUGHU�IRU�GHYHORSLQJ�QDWLRQV�WR
PDNH�WKHLU�SURGXFWLRQ�HQYLURQPHQW�IULHQGO\��7HFKQLFDO�GLUHFWLRQV�DQG�VWDQGDUGV��WHFKQLFDO�WUDGH
EDUULHUV��FUHDWH�SUREOHPV�IRU�GHYHORSLQJ�QDWLRQ�H[SRUWHUV�ZKLFK�PDQ\�FRQVLGHU�DUH�RQH�RI�WKH�PRVW
VHULRXV�REVWDFOHV�WR�LQFUHDVHG�PDUNHW�DFFHVV�

(QYLURQPHQW�FRQVFLRXVQHVV�DOVR�FUHDWHV�RSSRUWXQLWLHV�IRU�GHYHORSLQJ�QDWLRQ�SURGXFHUV��1DWXUDO
SURGXFWV�FDQ�EH�XVHG�LQVWHDG�RI�V\QWKHWLF�RQHV�DQG�WKH�GHYHORSPHQW�RI�QDWXUDO�PHGLFLQHV��FRVPHWLF
DQG�ELRORJLFDO�SHVWLFLGHV�RIIHUV�WURSLFDO�FRXQWULHV�ZLWK�ODUJH�ELRGLYHUVLW\�RSSRUWXQLWLHV�WR�GHYHORS
QHZ�SURGXFWV��0DQ\�SURMHFWV�ZLWK�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�DQG�RUJDQLF�IDUPLQJ�DUH�FXU�
UHQWO\�LQ�SURJUHVV�LQ�PDQ\�GHYHORSLQJ�QDWLRQV�
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��&EGOKVSYRH

3DUW�,�RI�WKH�LQYHVWLJDWLRQ�GHVFULEHV�DQG�GLVFXVVHV�WKH�FXUUHQW�FRQGLWLRQV�IRU�WUDGH�EHWZHHQ�6ZH�
GHQ�WKH�(8�DQG�WKH�GHYHORSLQJ�QDWLRQV��SOXV�WKH�ULJKW�FRQGLWLRQV�DQG�FLUFXPVWDQFHV�IRU�WKH�SUR�
GXFWLRQ�DQG�H[SRUW�RI�HQYLURQPHQW�IULHQGO\�SURGXFWV�IURP�WKH�GHYHORSLQJ�QDWLRQV�WR�WKH
(8�6ZHGHQ��7KH�EDFNJURXQG�UHSRUW�LQ�SDUW���IRUPV�WKH�EDVLV�IRU�SURSRVDOV�LQ�SDUW���DGGUHVVHG�WR
6ZHGHQ�DQG�WKH�(8�IRU�KRZ�WKH�H[SRUW�DQG�PDQXIDFWXUH�RI�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�FDQ
EH�LQFUHDVHG�WKURXJK�WUDGH�DQG�DLG�SROLF\�PHDVXUHV�

7KH�ZRUN�RQ�SDUW���RI�WKH�LQYHVWLJDWLRQ�KDV�FRQFHQWUDWHG�RQ�GLVFXVVLRQV�ZLWK�UHOHYDQW�RUJDQLVDWLRQV
²�SXEOLF�DQG�SULYDWH�²�WR�DVFHUWDLQ�DQG�V\QWKHVLVH�YLHZV�RQ�DQG�WKH�SULRULWLVLQJ�RI�WKH�SUREOHPV
ZLWKLQ�WKH�VFRSH�RI�WKH�LQYHVWLJDWLRQ�

7KHVH�GLVFXVVLRQV�KDYH�EHHQ�YHU\�FRQVWUXFWLYH�DQG�WKHUH�KDV�EHHQ�D�JUHDW�GHDO�RI�LQWHUHVW�LQ�WKH�LV�
VXHV�FRQFHUQHG��)RU�LQVWDQFH��GXULQJ�WKH�FRXUVH�RI�WKH�LQYHVWLJDWLRQ��WKH�LQYHVWLJDWLRQ�WHDP�KDV�UH�
FHLYHG�UHTXHVWV�WR�SDUWLFLSDWH�LQ�WKH�GLVFXVVLRQV�RU�WR�MRLQ�WKH�UHIHUHQFH�JURXS��6XFK�LQWHUHVW�KDV
FRPH�IURP�ERWK�SXEOLF�DQG�SULYDWH�RUJDQLVDWLRQV��5HTXHVWV�KDYH�DOVR�EHHQ�UHFHLYHG�IURP�YDULRXV
SDUWLHV�IRU�WKH�EDFNJURXQG�UHSRUW�WR�EH�SXEOLVKHG�DV�D�VHSDUDWH�SDSHU�

7KH�VWDUWLQJ�SRLQW�IRU�WKH�ZRUN�RQ�WKH�LQYHVWLJDWLRQ�KDV�EHHQ�WKH�SURSRVDOV�IRU�PHDVXUHV�WR
VWUHQJWKHQ�WKH�SDUWQHUVKLS�EHWZHHQ�6ZHGHQ�WKH�(8�DQG�WKH�GHYHORSLQJ�QDWLRQV��$LG�DV�DQ�LQVWUX�
PHQW�WR�VXSSRUW�WKH�GHYHORSPHQW�RI�WUDGH�DQG�WKH�HQYLURQPHQW�LQ�WKH�GHYHORSLQJ�QDWLRQV�LV�VLJQLIL�
FDQW�LQ�WKLV�FRQWH[W��$Q�LQFUHDVH�LQ�WUDGH�FDQ�EH�D�FRQWULEXWRU\�IDFWRU�LQ�WKH�WUDQVIHU�RI�QHZ�WHFK�
QRORJ\�LQ�WKH�HQYLURQPHQW�DUHD�DQG�D�EHWWHU�XQGHUVWDQGLQJ�RI�LQGXVWULDO�QDWLRQ�GHPDQGV�IRU�HQYL�
URQPHQW�IULHQGO\�SURGXFWV�DQG�SURFHVVHV��,W�LV�KRZHYHU�LPSRUWDQW�LQ�WKLV�FRQWH[W�WR�HPSKDVLVH�WKDW
VXFK�LQFUHDVHG�WUDGH�VKRXOG�QRW�EH�DW�WKH�H[SHQVH�RI�WKH�HQYLURQPHQW�LQ�WKH�GHYHORSLQJ�QDWLRQV�
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��8VEHI�r�)RZMVSRQIRX�r�%MH

,Q�DGGLWLRQ�WR�WKH�SUREOHP�DUHDV�LGHQWLILHG��WKH�LQYHVWLJDWLRQ�LQ�SDUW����DOVR�WDNHV�DV�D�VWDUWLQJ�SRLQW
WKH�LQWHUVHFWLRQ�EHWZHHQ�WUDGH��WKH�HQYLURQPHQW�DQG�DLG��7KH�LQYHVWLJDWLRQ�KDV�FRQVLVWHQWO\�YLHZHG
WKH�SUREOHP�DUHDV�IURP�D�GHYHORSLQJ�QDWLRQ�SHUVSHFWLYH��7KH�VWDUWLQJ�SRLQW�KDV�EHHQ�WKH�TXHVWLRQ
RI�KRZ�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�DQG�H[SRUWV�FDQ�EH�VXSSRUWHG�LQ�WKH�GHYHORSLQJ�QDWLRQV�

,W�LV�LPSRUWDQW�WKDW�PDUNHW�DFFHVV�IRU�WKH�GHYHORSLQJ�QDWLRQV�EH�LQFUHDVHG�YLD�LPSURYHG�SUHIHUHQWLDO
WUHDWPHQW��6ZHGHQ�DFWLYHO\�VHHNV�]HUR�WDULIIV�RQ�DOO�JRRGV�IURP�WKH�/'&�FRXQWULHV��,Q�WKLV�FRQWH[W�
RUJDQLF�DQG�HQYLURQPHQW�IULHQGO\�SURGXFWV�VKRXOG�EH�JLYHQ�VSHFLDO�SULRULW\��,W�LV�LPSRUWDQW�WKDW�WKH
(8�UH�H[DPLQHV�WKH�UHTXLUHPHQWV�RQ�WKH�LPSRUW�RI�RUJDQLF�SURGXFWLRQ�VXFK�WKDW�WKH\�FDQ�EH�IRU�
PXODWHG�LQ�D�ZD\�ZKLFK�HQDEOHV�WKH�GHYHORSLQJ�QDWLRQV�WR�DGDSW�WKHLU�SURGXFWLRQ�DFFRUGLQJO\��7KLV
GRHV�QRW�PHDQ�WKDW�WKH�UHTXLUHPHQWV�VKRXOG�EH�UHOD[HG��EXW�UDWKHU�WKDW�WKH\�VKRXOG�EH�IRUPXODWHG
LQ�D�ZD\�WKDW�GRHV�QRW�FDXVH�XQQHFHVVDU\�SUREOHPV�IRU�GHYHORSLQJ�QDWLRQ�SURGXFHUV�

7KH�OLIWLQJ�RI�WUDGH�EDUULHUV�LV�HVSHFLDOO\�LPSRUWDQW�IRU�SURGXFWV�ZLWKLQ�WKH�DJULFXOWXUDO�DQG�WH[WLOHV
DQG�FORWKLQJ�VHFWRU��,W�LV�DOVR�LPSRUWDQW�WR�HQFRXUDJH�WKH�JURZWK�RI�D�GRPHVWLF�PDUNHW�IRU�HQYL�
URQPHQW�IULHQGO\�SURGXFWV�LQ�WKH�GHYHORSLQJ�QDWLRQV�

'HYHORSPHQW�LQ�WKH�GHYHORSLQJ�QDWLRQV�KDV�RIWHQ�EHHQ�DFKLHYHG�DW�WKH�HQYLURQPHQW·V�H[SHQVH��7KH
HVWDEOLVKPHQW�RI�LQGXVWULHV�KDV�UHVXOWHG�LQ�HQYLURQPHQWDO�GDPDJH�LQ�PDQ\�FDVHV��WKH�H[WHUQDO�HQYL�
URQPHQW�KDV�EHHQ�SROOXWHG��ZDWHU�DQG�VRLO�SRLVRQHG��,Q�FHUWDLQ�DUHDV��WKH�HQYLURQPHQWDO�GDPDJH
KDV�EHHQ�VR�H[WHQVLYH�WKDW�ODUJH�QXPEHUV�RI�WKH�SRSXODWLRQ�KDYH�EHHQ�XQDEOH�WR�VHH�DQ\�IXWXUH�LQ
UHPDLQLQJ�LQ�WKH�DUHD�DQG�KDYH�KDG�WR�OHDYH�WKHLU�KRPH�GLVWULFWV�DQG�EHFRPH�HQYLURQPHQW�UHIX�
JHHV�

3RYHUW\�LQ�WKH�GHYHORSLQJ�QDWLRQV�LV�D�FRQWULEXWRU\�IDFWRU�LQ�HQYLURQPHQWDO�SUREOHPV��7KH�VWUXJJOH
WR�VXUYLYH�PHDQV�WKDW�FRQFHUQ�IRU�WKH�HQYLURQPHQW�LV�QRW�WRS�RI�WKH�OLVW�RI�SULRULWLHV��(FRQRPLF�GH�
YHORSPHQW�IRU�WKH�SRRU�LV�D�PHDQV�RI�LPSURYLQJ�WKH�XVH�RI�UHVRXUFHV�DQG�ZLWK�LW�WKH�HQYLURQPHQW�
$�WUDQVLWLRQ�WR�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�DQG�WKH�RSHQLQJ�XS�RI�QHZ�PDUNHWV�RXJKW�WR�EH
GRXEO\�EHQHILFLDO��)LUVWO\�WKH�HFRQRP\�ZRXOG�JURZ��VHFRQGO\�WKH�HQYLURQPHQWDOO\�KDUPIXO�V\VWHPV
ZRXOG�EH�UHSODFHG�E\�QHZ�HQYLURQPHQW�IULHQGO\�RQHV��$�WUDQVLWLRQ�WR�HQYLURQPHQW�IULHQGO\�SUR�
GXFWLRQ�ZRXOG�LPSURYH�SRRU�ZRUNLQJ�FRQGLWLRQV�ZKLFK�DUH�RIWHQ�DOVR�KD]DUGRXV�WR�KHDOWK�

7KH�GHYHORSLQJ�QDWLRQV�RIWHQ�ILQG�LW�KDUG�WR�XQGHUVWDQG�DQG�V\PSDWKLVH�ZLWK�WKH�LQFUHDVHG�HQYL�
URQPHQW�GHPDQGV�IURP�LQGXVWULDOLVHG�FRXQWULHV��HVSHFLDOO\�LI�WKH�GHPDQGV�DUH�WKRXJKW�WR�FRPH
IURP�RIILFLDO�FKDQQHOV��'HPDQGV�WKDW�FRPH�YLD�WKH�PDUNHW�SODFH�²�EXVLQHVV�WR�EXVLQHVV�²�DUH�RIWHQ
PHHW�ZLWK�JUHDWHU�V\PSDWK\��$FFRUGLQJO\��PDUNHW�GHPDQGV�FDQ�KHOS�LQFUHDVH�DSSUHFLDWLRQ�RI�WKH
QHHG�IRU�HQYLURQPHQW�GHPDQGV�DQG�LQ�VR�GRLQJ�IDFLOLWDWH�D�WUDQVLWLRQ�WR�HQYLURQPHQW�IULHQGO\�SUR�
GXFWLRQ�LQ�WKH�GHYHORSLQJ�QDWLRQV�

$LG�KDV�DQ�LPSRUWDQW�UROH�WR�SOD\�ZKHQ�LW�FRPHV�WR�VXSSRUWLQJ�WKH�GHYHORSLQJ�QDWLRQV�LQ�WKH�FRQ�
YHUVLRQ�SURFHVV�WRZDUGV�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ��$LG�ZKLFK�ERRVWV�GHYHORSLQJ�QDWLRQ�RS�
SRUWXQLWLHV�WR�JDLQ�LQFUHDVHG�WUDGH��H[SRUWV��DQG�DW�WKH�VDPH�WLPH�HQFRXUDJHV�PRYHV�WRZDUGV�HQYL�
URQPHQW�IULHQGO\�SURGXFWLRQ��LV�RI�PDMRU�VLJQLILFDQFH�WR�GHYHORSLQJ�QDWLRQ�HIIRUWV�WR�FUHDWH�VXVWDLQ�
DEOH�HFRQRPLF�GHYHORSPHQW��$LG�FDQ�EH�JLYHQ�RQ�GLIIHUHQW�OHYHOV�DQG�WR�GLIIHUHQW�VHFWRUV�ZKLFK
VKDUH�WKH�FRPPRQ�JRDO�RI�HQFRXUDJLQJ�WKH�WUDQVLWLRQ�SURFHVV�
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��%GXMSR�EVIEW

,Q�3DUW���D�QXPEHU�RI�DUHDV�KDYH�EHHQ�LGHQWLILHG�DV�IRUPLQJ�WKH�EDVLV�IRU�PHDVXUHV�ZKLFK�FDQ�EH
WDNHQ�WR�VXSSRUW�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�LQ�WKH�GHYHORSLQJ�QDWLRQV��,W�LV�LPSRUWDQW�WKDW
WKHUH�LV�FRQVLVWHQF\�EHWZHHQ�WUDGH�SROLF\�DQG�DLG�SROLF\�PHDVXUHV��7KLV�LV�ODFNLQJ�LQ�WKLV�UHVSHFW
WRGD\��SDUWLFXODUO\�ZKHUH�LW�FRQFHUQV�WKH�GLIIHUHQW�(8�SROLF\�DUHDV��)RU�LQVWDQFH��PDUNHW�DFFHVV�IRU
WKH�GHYHORSLQJ�QDWLRQV�PXVW�EH�LPSURYHG�ZKLOH�DW�WKH�VDPH�WLPH�DLG�RXJKW�WR�VXSSRUW�WKH�GHYHO�
RSPHQW�RI�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�FDSDFLW\�IRU�H[SRUWV�

7KH�WDVN�RI�VXSSRUWLQJ�WKH�WUDQVLWLRQ�WR�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�LQ�WKH�GHYHORSLQJ�QDWLRQV
PXVW�EH�WDFNOHG�IURP�VHYHUDO�OHYHOV��/LVWHG�EHORZ�DUH�H[DPSOHV�RI�OHYHOV�DQG�LPSRUWDQW�LVVXHV�ZKLFK
FRQFHUQ�WUDGH�DQG�WKH�HQYLURQPHQW�DQG�VXSSRUW�IRU�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�LQ�WKH�GHYHO�
RSLQJ�QDWLRQV�

0IZIP )\EQTPIW�SJ�TVSFPIQ�EVIEW�ERH�EVIEW�SJ�VIWTSRWMFMPMX]
,QWHUQDWLRQDOO\ 7UDGH�SROLF\��:72���PXOWLODWHUDO�HQYLURQPHQW�FRQYHQWLRQV��81�ERGLHV

5HJLRQDOO\��(8 7UDGH�DJULFXOWXUDO�DQG�DLG�SROLFLHV��HFR�ODEHOOLQJ��HQYLURQPHQW�DJUHHPHQWV

1DWLRQDOO\��6ZHGHQ 6ZHGLVK�SROLF\�DFWLRQV�LQ�VXSUDQDWLRQDO�ERGLHV��WUDGH��DJULFXOWXUDO�DQG�DLG
SROLFLHV�
1HJRWLDWLRQV�FRQFHUQLQJ�WUDGH�DQG�WKH�HQYLURQPHQW��HFR�ODEHOOLQJ��VWDQ�
GDUGLVDWLRQ��FHUWLILFDWLRQ��DLG�SROLF\��ODZV��GLUHFWLYHV��LQVSHFWLRQ

3XEOLF�VHFWRU 3XEOLF�VHFWRU�SXUFKDVLQJ��HQYLURQPHQW�GHPDQGV

7KH�SULYDWH�VHFWRU (FR�ODEHOOLQJ��HQYLURQPHQW�SURILOLQJ��PDUNHW�DFFHVV��HQYLURQPHQW�GHPDQGV�
SURGXFWLRQ�SURFHVVHV

,QGLYLGXDO
RUJDQLVDWLRQV� (QYLURQPHQW�DQG�FRQVXPHU�DZDUHQHVV
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��4VSTSWEPW�JSV�XVEHI�ERH�EMH�TSPMG]�TSWMXMSRW

3URSRVDOV�IRU�WUDGH�DQG�DLG�SROLF\�SRVLWLRQV�ZLWKLQ�WKH�DUHD�RI�WUDGH��WKH�HQYLURQPHQW�DQG�GHYHO�
RSPHQW�FR�RSHUDWLRQ�DUH�JLYHQ�EHORZ��WDNLQJ�WKH�LQYHVWLJDWLRQ·V�EDFNJURXQG�UHSRUW�LQ�SDUW���DV�WKH
VWDUWLQJ�SRLQW�

����8VEHI�TSPMG]
:LWKLQ�WKH�DUHD�RI�WUDGLQJ�SROLF\�ZKLFK�FRQFHUQV�WKH�HQYLURQPHQW�DQG�WKH�GHYHORSLQJ�QDWLRQV�
6ZHGHQ·V�RYHUDOO�JRDO�VKRXOG�EH�WKDW�

• 7UDGH��DLG�DQG�HQYLURQPHQW�SROLFLHV�VKRXOG�EH�PXWXDOO\�VXSSRUWLYH�ZLWK�WKH�DLP�RI�LQWHJUDWLQJ�WKH�GHYHORSLQJ
QDWLRQV�LQWR�WKH�ZRUOG�HFRQRP\�DQG�WR�SURPRWH�VXVWDLQDEOH�GHYHORSPHQW�

$LG�SROLF\�SULRULWLHV�VKRXOG�EH�PLUURUHG�LQ�WUDGH�SROLFLHV�WRGD\�YLD�

• 6ZHGHQ�FDPSDLJQLQJ�ZLWKLQ�WKH�(8�IRU�WDULII�IUHH�HQWU\�DQG�WKH�DEROLWLRQ�RI�LPSRUW�TXRWDV�IRU�DOO�SURGXFWV�IURP
WKH�/'&�FRXQWULHV�DQG�IRU�D�OLEHUDOLVDWLRQ�RI�WKH�FRXQWU\�RI�RULJLQ�UXOHV�IRU�WKHVH�FRXQWULHV�

• 6ZHGHQ�FDPSDLJQLQJ�IRU�WKH�:72�WR�REVHUYH�HQYLURQPHQW�DVSHFWV�LQ�LWV�LQLWLDWLYHV�

,Q�RUGHU�WR�GHYHORS�DQG�IXUWKHU�FRQVROLGDWH�HIIRUWV�WR�LQWHJUDWH�HQYLURQPHQW�DQG�DLG�DVSHFWV�LQWR
WUDGLQJ�SROLF\��WKH�LQYHVWLJDWLRQ�SURSRVHV�WKDW�

• 6ZHGHQ�VKRXOG�LQYHVWLJDWH�WKH�SUH�FRQGLWLRQV�IRU�D�JUHHQ�*63�IRU�WKH�GHYHORSLQJ�QDWLRQV�ZLWKLQ�WKH�DUHD�RI�DJUL�
FXOWXUH�

6ZHGHQ�FDPSDLJQV�IRU�WKH�ORQJ�WHUP�DEROLWLRQ�RI�WDULIIV�DQG�RWKHU�WUDGLQJ�REVWDFOHV��(YHQ
WKRXJK�WKH�*63�LV�FRPSOLFDWHG��WKH�VKRUW�DQG�PHGLXP�WHUP�JRDO�VKRXOG�EH�WR�VLPSOLI\�DQG�LP�
SURYH�WKH�V\VWHP�DV�IDU�DV�SRVVLEOH��7KH�LQYHVWLJDWLRQ�DOVR�EHOLHYHV�6ZHGHQ�VKRXOG�FDPSDLJQ�IRU
WKH�FUHDWLRQ�RI�SRVLWLYH�LQFHQWLYHV�IRU�WKH�H[SRUW�RI�HQYLURQPHQW�IULHQGO\�SURGXFWV��DQG�WR�WKLV
HQG��LV�LQYHVWLJDWLQJ�WKH�ULJKW�FRQGLWLRQV�IRU�LPSOHPHQWLQJ�D�JUHHQ�*63�LQ�SUDFWLFH�

,W�LV�LPSRUWDQW�WKDW�SURGXFW�DUHDV�LQFOXGHG�LQ�D�JUHHQ�*63�EH�EURDGHQHG�VXFK�WKDW�LQ�DGGLWLRQ
WR�IRUHVWU\�SURGXFWV��LW�DOVR�FRYHUV�DJULFXOWXUDO�SURGXFWV��&ULWHULD�DQG�V\VWHPV�IRU�LQVSHFWLRQ
VKRXOG�EH�VLPSOH�DQG�JHQHUDOO\�DFFHSWDEOH�DQG�WKH�SUHIHUHQFHV�VKRXOG�EH�VXIILFLHQWO\�OLEHUDO�WR
HQFRXUDJH�WKH�WUDQVLWLRQ�WR�RUJDQLF�SURGXFWLRQ�

• 6ZHGHQ�VKRXOG�FDPSDLJQ�IRU�WKH�(8�WR�DFFHSW�,)2$0·V�FULWHULD�IRU�RUJDQLF�SURGXFWV�LPSRUWHG�IURP�WKH�GHYHO�
RSLQJ�QDWLRQV�

,Q�RUGHU�WR�IDFLOLWDWH�WKH�H[SRUW�RI�RUJDQLF�SURGXFWV�WR�WKH�(8��LW�LV�DEVROXWHO\�LPSHUDWLYH�WKDW
WKH�(8�DFFHSWV�,)2$0·V�LQWHUQDWLRQDO�FULWHULD�IRU�RUJDQLF�IDUPLQJ��7KH�(8·V�FXUUHQW�GH�
PDQGV��LQ�DFFRUGDQFH�ZLWK�GLUHFWLYH���������FDXVH�PDMRU�SUREOHPV�IRU�H[SRUWHUV�RI�RUJDQLF
IDUPLQJ�SURGXFWV�

(8�GLUHFWLYH���������IDOOV�XQGHU�WKH�UHPLW�RI�WKH�'HSDUWPHQW�RI�$JULFXOWXUH�EXW�LV�UDLVHG�KHUH
DV�LW�KDV�PDMRU�WUDGLQJ�LPSOLFDWLRQV�IRU�WKH�H[SRUW�RI�HFR�ODEHOOHG�SURGXFWV�IURP�WKH�GHYHORSLQJ
QDWLRQV�

����%MH�TSPMG]
,Q�WKH�OLJKW�RI�WKH�VLJQLILFDQFH�RI�WKH�LQWHUSOD\�EHWZHHQ�WUDGH�DQG�HQYLURQPHQW�LVVXHV�YLV�D�YLV�GH�
YHORSPHQW��QRW�OHDVW�IRU�WKH�SRRUHVW�QDWLRQV��WKH�LQYHVWLJDWLRQ�SURSRVHV�WKDW�6ZHGLVK�DLG�VKRXOG
IRFXV�PRUH�RQ�WKHVH�LVVXHV�
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:LWKLQ�WKH�DUHD�FRQFHUQLQJ�DLG��WUDGH�DQG�WKH�HQYLURQPHQW��WKH�IROORZLQJ�LV�SURSRVHG�

• $LG��WUDGH�DQG�HQYLURQPHQW�SROLFLHV�VKRXOG�EH�PXWXDOO\�VXSSRUWLYH�ZLWK�WKH�DLP�RI�LQWHJUDWLQJ�WKH�GHYHORSLQJ�QD�
WLRQV�LQWR�WKH�ZRUOG�HFRQRP\�DQG�WR�SURPRWH�VXVWDLQDEOH�GHYHORSPHQW�

• $LG�VKRXOG�EH�GLUHFWHG�DW�LQFUHDVLQJ�/'&�FRXQWU\�SDUWLFLSDWLRQ�LQ�ZRUOG�WUDGH�LQ�SDUWLFXODU�
7KH�/'&�FRXQWULHV·�VKDUH�RI�ZRUOG�WUDGH�LV�H[WUHPHO\�ORZ��MXVW�����SHU�FHQW��$LG�WKHUHIRUH�KDV
D�PDMRU�SDUW�WR�SOD\�LQ�HQFRXUDJLQJ�WKH�LQWHJUDWLRQ�RI�/'&�FRXQWULHV�LQ�SDUWLFXODU�LQWR�ZRUOG
WUDGH�

• $LG�VKRXOG�VXSSRUW�WKH�WUDQVLWLRQ�WR�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�LQ�WKH�GHYHORSLQJ�QDWLRQV�
,I�WKH�GHYHORSLQJ�QDWLRQV��DQG�HVSHFLDOO\�WKH�OHDVW�GHYHORSHG�FRXQWULHV��DUH�WR�VXFFHVVIXOO\�DGDSW
WR�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ��VXSSRUW�RI�YDULRXV�NLQGV�IURP�WKH�LQGXVWULDOLVHG�QDWLRQV�LV
LPSHUDWLYH��2QH�RI�WKH�PDMRU�WDVNV�IRU�DLG�LV�WR�FRQWULEXWH�WR�WKLV�WUDQVLWLRQ�

• $LG�VKRXOG�VXSSRUW�H[SRUWV��SDUWLFXODUO\�WKDW�RI�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�IURP�WKH�GHYHORSLQJ�QDWLRQV�
,Q�RUGHU�WR�HQFRXUDJH�WKH�WUDQVLWLRQ�WR�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�DQG�HQFRXUDJH�H[�
SRUWV�IURP�WKH�GHYHORSLQJ�QDWLRQV�ZKLFK�DUH�QRW�SURGXFHG�DW�WKH�H[SHQVH�RI�WKH�HQYLURQPHQW�
DLG�VKRXOG�VXSSRUW�GHYHORSLQJ�QDWLRQ�H[SRUWV�RI�HQYLURQPHQW�IULHQGO\�SURGXFWV�

• $LG�VKRXOG�KHOS�LQFUHDVH�WKH�XQGHUVWDQGLQJ�RI��DQG�GLVFXVVLRQV�VXUURXQGLQJ�WKH�FRQQHFWLRQ�EHWZHHQ�WUDGH�DQG�WKH
HQYLURQPHQW�
,Q�RUGHU�WR�LQFUHDVH�DSSUHFLDWLRQ�RI�WKH�FRQQHFWLRQ�EHWZHHQ�WUDGH�DQG�WKH�HQYLURQPHQW�DQG
WKHLU�VLJQLILFDQFH�IRU�WKH�GHYHORSLQJ�QDWLRQV��DLG�RUJDQLVDWLRQV�VKRXOG�SDUWLFLSDWH�LQ�QDWLRQDO
DQG�LQWHUQDWLRQDO�IRUXPV�DQG�VXSSRUW�LQLWLDWLYHV�DLPHG�DW�UDLVLQJ�XQGHUVWDQGLQJ�RI�WKHVH�LVVXHV�
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��%GXMSR�EVIEW�[MXLMR�EMH

)URP�D�VWDUWLQJ�SRLQW�RI�WKH�SURSRVDOV�IRU�SROLFLHV�DQG�PHDVXUHV�ZLWKLQ�WUDGH�DQG�DLG�SROLFLHV�SUH�
VHQWHG�DERYH��D�QXPEHU�RI�DFWLRQ�DUHDV�KDYH�EHHQ�LGHQWLILHG�IRU�6ZHGLVK�DLG��%DVLQJ�WKHVH�DFWLRQ
DUHDV�RQ�WKH�PRUH�RYHUODSSLQJ�SROLF\�LVVXHV��HQVXUHV�WKDW�WKH�FRQFUHWH�DLG�SURSRVDOV�GR�VXSSRUW�WKH
RYHUODSSLQJ�JRDOV�

,I�WKH�SURGXFWLRQ�DQG�H[SRUW�RI�HFR�ODEHOOHG�DQG�HQYLURQPHQW�IULHQGO\�JRRGV�LQ�WKH�GHYHORSLQJ�QD�
WLRQV�LV�WR�EH�VXFFHVVIXO��HYHU\�OLQN�LQ�WKH�HQWLUH�FKDLQ�²�IURP�SURGXFHU�WR�FRQVXPHU�²�PXVW�VXSSRUW
HQYLURQPHQW�IULHQGO\�SURGXFWLRQ��7KH�HQYLURQPHQW�LQLWLDWLYHV�PXVW�EH�LQWHJUDWHG�LQWR�WKH�HQWLUH
FKDLQ�IURP�SURGXFWLRQ�WR�GLVWULEXWLRQ�DQG�WKH�VXUURXQGLQJ�LQIUDVWUXFWXUH�LI�VXFFHVV�LV�WR�EH
DFKLHYHG�

2QH�SUH�FRQGLWLRQ�IRU�HQFRXUDJLQJ�GHYHORSLQJ�QDWLRQ�SURGXFHUV�WR�LQYHVW�LQ�HFR�ODEHOOHG�DQG�HQYL�
URQPHQW�IULHQGO\�SURGXFWLRQ�IRU�H[SRUW�LV�WKDW�WKHUH�LV�D�JXDUDQWHHG�PDUNHW��WKDW�WKH�SXUFKDVH
FKDQQHOV�IXQFWLRQ�DQG�WKDW�WDULIIV�DQG�RWKHU�REVWDFOHV�WR�WUDGH�GR�QRW�PDNH�WKH�SURMHFW�LPSRVVLEOH
WR�VXFFHHG��3URSRVDOV�IRU�WKH�GLUHFWLRQ�DLG�VKRXOG�WDNH�DQG�WKH�WDVNV�LW�VKRXOG�SHUIRUP�DUH�SUH�
VHQWHG�EHORZ��6HYHUDO�RI�WKH�DFWLRQ�DUHDV�DUH�VXLWDEOH�IRU�LPSOHPHQWDWLRQ�WKURXJK�WKH�FR�RSHUDWLRQ
RI�DLG�RUJDQLVDWLRQV�ZLWKLQ�WKH�(8��$LG�PXVW�EH�SULRULWLVHG�IURP�FDVH�WR�FDVH��GHSHQGLQJ�RQ�WKH
LQGLYLGXDO�FLUFXPVWDQFHV��,QLWLDWLYHV�ZLWKLQ�VHYHUDO�RI�WKHVH�DUHDV�DUH�LQ�SURJUHVV�DURXQG�WKH�ZRUOG�

����7YTTSVX�JSV�XLI�HIZIPSTQIRX�SJ�MRWXMXYXMSRW

• 6XSSRUW�IRU�HFRQRPLF�UHIRUP�LQ�WKH�GHYHORSLQJ�QDWLRQV�LQ�RUGHU�WR�GHYHORS�HQYLURQPHQW�IULHQGO\�SDWWHUQV�RI
SURGXFWLRQ�DQG�FRQVXPSWLRQ�
([SHULHQFHV�IURP�6ZHGHQ�DQG�RWKHU�LQGXVWULDOLVHG�FRXQWULHV�ZLWK�UHJDUG�WR�WKH�XVH�RI�HFR�
QRPLF�WRROV��VXEVLGLHV��WD[HV��IHHV��HWF���WR�IDFLOLWDWH�DQG�JXLGH�WKH�WUDQVLWLRQ�WR�VXVWDLQDEOH
GHYHORSPHQW�VKRXOG�EH�FRQYH\HG�WR�WKH�GHYHORSLQJ�QDWLRQV�

• 6XSSRUW�WR�VWUHQJWKHQ�DQG�GHYHORS�HQYLURQPHQW�LQVWLWXWLRQV�DQG�HQYLURQPHQW�ODZV�
6XSSRUW�LV�UHTXLUHG�WR�VWUHQJWKHQ��GHYHORS�DQG�LPSURYH�ZHDN�HQYLURQPHQW�OHJLVODWLRQ�SOXV
WR�VWUHQJWKHQ�WKH�PRQLWRULQJ�DQG�REVHUYDQFH�RI�H[LVWLQJ�ODZV�

• 6WUHQJWKHQLQJ�RI�WKH�GHYHORSLQJ�QDWLRQV·�QHJRWLDWLQJ�FDSDFLW\�LQ�LQWHUQDWLRQDO�IRUXPV�
,I�WKH�GHYHORSLQJ�QDWLRQV�DUH�WR�PDNH�WKHPVHOYHV�KHDUG�DQG�KDYH�D�JHQXLQH�LQIOXHQFH�LQ�LQWHU�
QDWLRQDO�IRUXPV��LQ�ERWK�WUDGH�DQG�HQYLURQPHQW�FRQWH[WV��LQ�DGGLWLRQ�WR�UHSUHVHQWDWLRQ��WKH\
DOVR�QHHG�LQ�GHSWK�VXEMHFW�NQRZOHGJH��QHJRWLDWLQJ�VNLOOV��WKH�DELOLW\�WR�LQWHUSUHW�WKH�UHVXOWV�RI
QHJRWLDWLRQV��HWF�

����7YTTSVX�JSV�IRZMVSRQIRX�ERH�GSRWYQIV�SVKERMWEXMSRW

• 3ULYDWH�RUJDQLVDWLRQV�ZLWKLQ�WKH�´7UDGH�DQG�(QYLURQPHQWµ�DUHD�
6XSSRUW�VKRXOG�EH�JLYHQ�WR�SULYDWH�RUJDQLVDWLRQV��1*2V��ZKLFK�RSHUDWH�LQWHUQDWLRQDOO\�DQG
RYHUODS�WKH�DUHDV�RI�WUDGH�DQG�WKH�HQYLURQPHQW�WR�ERRVW�GHYHORSLQJ�QDWLRQ�H[SHUWLVH�DQG�SDU�
WLFLSDWLRQ�LQ�WKH�LQWHUQDWLRQDO�GHEDWH�

• ,QIRUPDWLRQ�WR�LQGXVWULDO�QDWLRQ�FRQVXPHUV�RQ�HQYLURQPHQW�KD]DUGV�FDXVHG�E\�SURGXFWLRQ�LQ�WKH�GHYHORSLQJ�QD�
WLRQV�
7R�PDNH�FRQVXPHUV�LQ�WKH�LQGXVWULDOLVHG�QDWLRQV�DZDUH�RI�HQYLURQPHQWDOO\�KDUPIXO�SURGXF�
WLRQ��VXSSRUW�LV�SURSRVHG�IRU�FRQVXPHU�DQG�HQYLURQPHQW�RUJDQLVDWLRQV�
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• 7UDQVIHU�RI�NQRZ�KRZ�WR�LQFUHDVH�HQYLURQPHQWDO�DZDUHQHVV�LQ�WKH�GHYHORSLQJ�QDWLRQV�

7R�LQFUHDVH�WKH�ORFDO�PDUNHW�IRU�HQYLURQPHQW�IULHQGO\�SURGXFWV�DQG�UDLVH�JHQHUDO�HQYLURQPHQWDO
DZDUHQHVV�LQ�WKH�GHYHORSLQJ�QDWLRQV��VWURQJ�HQYLURQPHQW�DQG�FRQVXPHU�RUJDQLVDWLRQV�DUH�QHHGHG
WR�LQIRUP�WKH�JHQHUDO�SXEOLF��6XSSRUW�LV�WKHUHIRUH�SURSRVHG�IRU�VXFK�DFWLYLWLHV�DQG�WKH�GHYHORSPHQW
RI�WKHVH�W\SHV�RI�RUJDQLVDWLRQ�LQ�WKH�GHYHORSLQJ�QDWLRQV��,Q�WKLV�FRQWH[W��LW�VKRXOG�EH�REVHUYHG�WKDW
HQYLURQPHQW�DQG�FRQVXPHU�LQLWLDWLYHV�LQ�WKH�GHYHORSLQJ�QDWLRQV�FDQ�WDNH�RWKHU�IRUPV�WKDQ�LQ�WKH
LQGXVWULDOLVHG�QDWLRQV�

����7YTTSVX�JSV�WQEPP�ERH�QIHMYQ�WM^IH�GSQTERMIW�MR�TEVXMGYPEV

• 7UDQVIHU�RI�NQRZOHGJH�DERXW�WKH�HQYLURQPHQW�GHPDQGV�RI�WKH�LQGXVWULDOLVHG�QDWLRQV�
,I�SURGXFHUV�LQ�WKH�GHYHORSLQJ�QDWLRQV�DUH�WR�EH�DEOH�WR�PDNH�WKHLU�SURGXFWLRQ�HQYLURQPHQW
IULHQGO\��WKH\�QHHG�WR�EH�LQIRUPHG�DERXW�WKH�HQYLURQPHQW�GHPDQGV�LQ�WKH�LQGXVWULDOLVHG�QD�
WLRQV��7KLV�DSSOLHV�WR�ERWK�WKH�UHTXLUHPHQWV�IRU�HFR�ODEHOOLQJ�DQG�FRQYHUWLQJ�WR�HQYLURQPHQW
IULHQGO\�SURGXFWLRQ��3URYLGLQJ�GHYHORSLQJ�QDWLRQ�SURGXFHUV�ZLWK�UHOHYDQW�LQIRUPDWLRQ�RQ�PDU�
NHW�RSSRUWXQLWLHV�IRU�GLIIHUHQW�W\SHV�RI�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�LV�DOVR�RI�WKH�XWPRVW
LPSRUWDQFH�

• (QYLURQPHQW�IULHQGO\�WHFKQRORJ\�
7R�FRQYHUW�FRQYHQWLRQDO�SURGXFWLRQ�LQ�WKH�GHYHORSLQJ�QDWLRQV�LQWR�HQYLURQPHQW�IULHQGO\�SUR�
GXFWLRQ��DFFHVV�WR�QHZ�WHFKQRORJ\�HWF��LV�UHTXLUHG�

• &RUSRUDWH�FR�RSHUDWLRQ�²�DOOLDQFHV
6XSSRUW�IRU�WKH�HVWDEOLVKPHQW�RI�FRUSRUDWH�FR�RSHUDWLRQ�EHWZHHQ�FRPSDQLHV�LQ�WKH�(8�DQG�WKH
GHYHORSLQJ�QDWLRQV�IRU�WKH�SURGXFWLRQ�RI�HQYLURQPHQW�IULHQGO\�DQG�HFR�ODEHOOHG�JRRGV�

• 2UJDQLF�IDUPLQJ
6XSSRUW�LQ�WKH�IRUP�RI�NQRZOHGJH�WUDQVIHU��FHUWLILFDWLRQ�VXSSRUW��PDUNHW�FRQWDFWV�LV�SURSRVHG
IRU�SURGXFHUV�WR�FRQYHUW�WR�RUJDQLF�H[SRUW�FURSV�

• &DSLWDO�WUDQVIHU�IRU�WKH�SURPRWLRQ�RI�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ��*UHHQ�)XQG��
,Q�RUGHU�WR�ILQDQFH�WKH�WUDQVLWLRQ�WR�HQYLURQPHQW�IULHQGO\�WHFKQRORJ\�DQG�WR�PDNH�LQYHVWPHQWV
LQ�QHZ�WHFKQRORJ\�DIIRUGDEOH��VXSSRUW�LQ�WKH�IRUP�RI�FDSLWDO�WR�ILQDQFH�QHZ�LQYHVWPHQWV�LV�UH�
TXLUHG��7KH�RSSRUWXQLW\�IRU�IDUPHUV�ZKR�IDUP�RUJDQLFDOO\�WR�UHFHLYH�DGYDQFH�SD\PHQW�ZRXOG
DOVR�LQFUHDVH�WKHLU�SRVVLELOLWLHV�RI�EHLQJ�DEOH�WR�VHOO�WKHLU�SURGXFWV�DV�RUJDQLF��ZKLFK�FDQ�EH
PRUH�WLPH�FRQVXPLQJ�WKDQ�VHOOLQJ�WKHP�DV�FRQYHQWLRQDOO\�JURZQ��,Q�RUGHU�WR�PDNH�WKLV�IL�
QDQFLQJ�DIIRUGDEOH��LW�LV�SURSRVHG�WKDW�D�W\SH�RI�UHYROYLQJ�IXQG�ZKLFK�SURYLGHV�GLUHFW�ORDQV�WR
FRPSDQLHV��EH�HVWDEOLVKHG�LQ�WKRVH�FRXQWULHV�WKDW�H[SUHVV�DQ�LQWHUHVW��'HYHORSLQJ�QDWLRQ�FRP�
SDQLHV�ZRXOG�EH�RIIHUHG�ORDQV�RQ�DGYDQWDJHRXV�WHUPV�IRU�LQYHVWPHQWV�LQ�HQYLURQPHQWDO�PHDV�
XUHV��7KH�VWDUWLQJ�FDSLWDO�IRU�WKLV�IXQG�ZRXOG�EH�UDLVHG�WKURXJK�DLG�JUDQWV�

����7IGXSV�GS�STIVEXMSR�FIX[IIR�XVEHI�SVKERMWEXMSRW�MR�MRHYWXVMEPMWIH�ERH
HIZIPSTMRK�REXMSRW

• 7UDGH�RUJDQLVDWLRQV
7UDGH�RUJDQLVDWLRQV�LQ�LQGXVWULDOLVHG�FRXQWULHV�KDYH�D�JUHDW�GHDO�RI�NQRZOHGJH�DERXW�PDUNHWV�
HQYLURQPHQW�GHPDQGV��UHJXODWLRQV��SURFHGXUHV�HWF��ZLWKLQ�WKHLU�EXVLQHVV�VHFWRU��$FFHVVLQJ�WKLV
NQRZOHGJH�LV�YHU\�LPSRUWDQW�IRU�GHYHORSLQJ�QDWLRQ�FRPSDQLHV�ZLWKLQ�WKH�VDPH�VHFWRU��,I�EXVL�
QHVV�VHFWRU�RUJDQLVDWLRQV�LQ�WKH�LQGXVWULDOLVHG�QDWLRQV�ZHUH�WR�FR�RSHUDWH�ZLWK�HTXLYDOHQW�RU�
JDQLVDWLRQV�LQ�WKH�GHYHORSLQJ�ZRUOG��ZKLFK�FRXOG�EH�VXSSRUWHG�WKURXJK�DLG��NQRZOHGJH�WUDQVIHU
FDQ�EH�UHDOLVHG�DQG�EXLOW�XS�LQ�WKH�GHYHORSLQJ�QDWLRQV�
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����)\TSVX�TVSQSXMRK�MRMXMEXMZIW

• 0DUNHW�LQIRUPDWLRQ
,Q�RUGHU�WR�HQDEOH�SURGXFHUV�DQG�H[SRUWHUV�WR�GHWHUPLQH�WKH�SRWHQWLDO�IRU�WKH�VXFFHVVIXO�H[SRUW
RI�WKHLU�JRRGV�WR�6ZHGHQ�DQG�WKH�(8��LQLWLDO�NQRZOHGJH�RQ�WKH�GHPDQG�DQG�H[SRUW�PDUNHW
SURVSHFWV�IRU�WKHVH�JRRGV�LV�YLWDO�

• 'HYHORSPHQW�RI�SXUFKDVH�FKDQQHOV�IRU�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�
(FR�ODEHOOHG�DQG�RUJDQLF�SURGXFWV�KDYH�FRPSULVHG�D�QLFKH�PDUNHW�WR�GDWH��7KH�YROXPHV�DUH
VPDOO�DQG�UHJXODU�WUDGLQJ�FKDQQHOV�KDYH�QRW�\HW�EHHQ�GHYHORSHG��7KLV�PDNHV�LW�KDUGHU�IRU�SUR�
GXFHUV�DQG�EX\HUV�WR�UHDFK�HDFK�RWKHU��DQG�LW�LV�HVSHFLDOO\�GLIILFXOW�IRU�SURGXFHUV�LQ�WKH�GHYHO�
RSLQJ�QDWLRQV�WR�FRQWDFW�LPSRUWHUV�LQ�WKH�LQGXVWULDOLVHG�ZRUOG��7R�IDFLOLWDWH�FRQWDFW�DQG�WKHUH�
IRUH�LQFUHDVH�H[SRUWV��LW�LV�SURSRVHG�WKDW�DLG�EH�XVHG�WR�VXSSRUW�WKH�HVWDEOLVKPHQW�RI�WUDGLQJ
FKDQQHOV�IRU�HQYLURQPHQW�IULHQGO\�SURGXFWV�IURP�WKH�GHYHORSLQJ�QDWLRQV�

• &RQWDFWV�DQG�PDUNHWLQJ
,I�WKH�GHYHORSLQJ�QDWLRQV�DUH�WR�EH�DEOH�WR�H[SDQG�WKHLU�H[SRUW�PDUNHWV�LW�LV�LPSRUWDQW�WKDW�HQ�
WUHSUHQHXUV�LQ�WKHVH�FRXQWULHV�DUH�VXSSRUWHG�LQ�WKHLU�HIIRUWV�WR�PDNH�FRQWDFW�ZLWK�EX\HUV�LQ�WKH
(8�DQG�UHFHLYH�KHOS�LQ�WKH�PDUNHWLQJ�RI�WKHLU�HQYLURQPHQW�IULHQGO\�SURGXFWV��,Q�WKLV�UHVSHFW�
,7�²�´HOHFWURQLF�WUDGLQJµ�LV�DQ�LPSRUWDQW�WRRO�

��� 7YTTSVX�JSV�XLI�HIZIPSTQIRX�SJ�MRJVEWXVYGXYVIW�JSV�GIVXMJMGEXMSR�ERH
XLI�GSRZIVWMSR�XS�IRZMVSRQIRX�JVMIRHP]�TVSHYGXMSR

• (QYLURQPHQW�PDQDJHPHQW�DQG�HQYLURQPHQW�FHUWLILFDWLRQ�
7KH�LQWURGXFWLRQ�RI�HQYLURQPHQW�PDQDJHPHQW�DQG�GRPHVWLF�FHUWLILFDWLRQ�ZRXOG�UDLVH�HQYL�
URQPHQWDO�DZDUHQHVV�LQ�WKH�GHYHORSLQJ�QDWLRQV�DQG�LPSURYH�WKHLU�DELOLW\�WR�FRPSHWH�ZLWK�UHI�
HUHQFH�WR�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ��,Q�RUGHU�WR�EH�DEOH�WR�LPSOHPHQW�WKLV��LQYHVWPHQW�LV
UHTXLUHG�LQ�ODERUDWRULHV��WHVWLQJ�HTXLSPHQW�DQG�SHUVRQQHO�WUDLQLQJ�

• 'HYHORSPHQW�RI�WHVW�ODERUDWRULHV�HWF���IRU�SURGXFWLRQ�DVVXUDQFH
7KH�GHYHORSLQJ�QDWLRQV�GR�QRW�MXVW�ODFN�NQRZ�KRZ�DQG�WHFKQRORJ\��WKH\�DOVR�KDYH�D�JUHDW�QHHG
IRU�KDUGZDUH��VXFK�DV�IRU�H[DPSOH�ODERUDWRULHV�DQG�HTXLSPHQW�WR�EH�DEOH�WR�LPSOHPHQW�SUR�
GXFWLRQ�DVVXUDQFH�DQG�WR�PHDVXUH�WKH�OHYHO�RI�FKHPLFDOV�LQ�WH[WLOHV��HPLVVLRQV�LQWR�WKH�DWPRV�
SKHUH�DQG�ZDWHUZD\V��HWF��,Q�WKLV�FRQWH[W��WUDLQLQJ�RI�SHUVRQQHO�LV�DOVR�HVVHQWLDO�

����8LI�GS�STIVEXMSR�SJ�EMH�[MXL�MRXIVREXMSREP�ERH�REXMSREP�SVKERMWEXMSRW

• ,QLWLDWLYHV�IRU�WKH�LQWHUQDWLRQDO�KDUPRQLVDWLRQ�RI�FULWHULD�IRU�HFR�ODEHOOLQJ
7KH�YDVW�UDQJH�RI�HFR�ODEHOV�WR�EH�IRXQG�RQ�WKH�(8�PDUNHW�LV�FRQIXVLQJ�IRU�GHYHORSLQJ�QDWLRQ
H[SRUWHUV��$LG�VKRXOG�FDPSDLJQ�IRU�D�KDUPRQLVDWLRQ�RI�WKH�FULWHULD�IRU�HFR�ODEHOOLQJ�ZKLFK
ZRXOG�IDFLOLWDWH�GHYHORSLQJ�QDWLRQ�SURGXFHUV�LQ�DGDSWLQJ�WKHLU�SURGXFWLRQ�WR�WKH�HQYLURQPHQWDO
UHTXLUHPHQWV�IRU�HFR�ODEHOOLQJ��2QH�FRQGLWLRQ�IRU�WKLV�LV�WKDW�KDUPRQLVDWLRQ�ZRXOG�QRW�HQWDLO�D
GLOXWLRQ�RI�WKHVH�FULWHULD�

• &RQWULEXWH�WR�GLVFXVVLRQV�LQ�QDWLRQDO�DQG�LQWHUQDWLRQDO�RUJDQLVDWLRQV
,W�LV�SURSRVHG�WKDW�DLG�RUJDQLVDWLRQV�SDUWLFLSDWH�LQ�QDWLRQDO�DQG�LQWHUQDWLRQDO�GLVFXVVLRQV�RQ
WUDGH�DQG�WKH�HQYLURQPHQW�LQ�RUGHU�WR�SURPRWH�GHYHORSLQJ�QDWLRQ�LQWHUHVWV�WKHUH��,W�LV�IXUWKHU
SURSRVHG�WKDW�DLG�RUJDQLVDWLRQV�VKRXOG�WDNH�DQ�DFWLYH�SDUW�LQ�WKH�GLVWLOODWLRQ�RI�QDWLRQDO�SRVL�
WLRQV�RQ�WUDGH��DQG�WUDGH�DQG�WKH�HQYLURQPHQW��VR�WKDW�DLG�SROLF\�JRDOV�FDQ�EH�WDNHQ�LQWR�FRQ�
VLGHUDWLRQ�LQ�D�EDODQFHG�ZD\�



86%()��)2:-6321)28�%2(�():)0341)28�'3�34)6%8-32��

����6IWIEVGL�WYTTSVX

• 7KH�GHYHORSPHQW�RI�HQYLURQPHQW�IULHQGO\�WHFKQRORJ\�DGDSWHG�IRU�WKH�GHYHORSLQJ�QDWLRQV�
,Q�RUGHU�WR�PDNH�SURGXFWLRQ�LQ�WKH�GHYHORSLQJ�QDWLRQV�HQYLURQPHQW�IULHQGO\��LW�LV�SURSRVHG
WKDW�UHVHDUFK�SURJUDPPHV�ZLWKLQ�WKH�DLG�V\VWHP�DUH�DOVR�GLUHFWHG�WRZDUGV�WKH�GHYHORSPHQW
DQG�DGDSWDWLRQ�RI�QHZ�WHFKQRORJ\��SURGXFWLRQ�PHWKRGV��PDUNHW�V\VWHPV��HWF��,QWHUHVWLQJ�DUHDV
IRU�UHVHDUFK�LQFOXGH�HQYLURQPHQW�IULHQGO\�WHFKQRORJ\��VXLWDEOH�IRU�WKH�GHYHORSLQJ�QDWLRQV�
ZLWKLQ�DJULFXOWXUH��SUDZQ�IDUPLQJ��WKH�FOHDQVLQJ�RI�HPLVVLRQV��FORVHG�V\VWHPV��JHQHWLF�WHFKQRO�
RJ\��HWF�

• ´1HZ�SURGXFWVµ�
7KH�GHYHORSPHQW�RI�´QHZµ�SURGXFWV�EDVHG�RQ�WKH�GHYHORSLQJ�QDWLRQV·�ELRGLYHUVLW\�LV�DQRWKHU
LQWHUHVWLQJ�DUHD�IRU�UHVHDUFK�
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��%VIEW�[LIVI�JYVXLIV�MRZIWXMKEXMSR�MW�TVSTSWIH

'XULQJ�WKH�FRXUVH�RI�WKH�LQYHVWLJDWLRQ�VHYHUDO�DUHDV�RI�LPSRUWDQFH�IRU�WKH�GHYHORSLQJ�QDWLRQV�ZHUH
LGHQWLILHG��7KH�LQYHVWLJDWLRQ�WKHUHIRUH�SURSRVHV�WKDW�WKH�IROORZLQJ�DUHDV�EH�IXUWKHU�LQYHVWLJDWHG�

• 7KH�VLWXDWLRQ�IRU�SURGXFWLRQ�DQG�H[SRUW�LQ�WKH�/'&�FRXQWULHV

• +RZ�75,3V��7UDGH�UHODWHG�DVSHFWV�RI�LQWHOOHFWXDO�SURSHUW\�ULJKWV��DQG�*$76��JHQHUDO�DJUHH�
PHQW�RQ�WUDGH�LQ�VHUYLFHV��ZLOO�DIIHFW�WKH�SURVSHFWV�DQG�RSSRUWXQLWLHV�IRU�H[SRUWV�IURP�WKH�GH�
YHORSLQJ�QDWLRQV�WR�DFKLHYH�VXVWDLQDEOH�GHYHORSPHQW�
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7KH�ZRUN�RQ�SURSRVDOV�IRU�SROLFLHV�DQG�PHDVXUHV�IRU�6ZHGLVK�DQG�(8�DFWLRQ�ZLWKLQ�WKH�DUHD�RI
WUDGH�DQG�WKH�HQYLURQPHQW�KDV�FRQFHQWUDWHG�RQ�SURYLGLQJ�D�EULHI�GHVFULSWLRQ�RI�WKH�SUREOHPV�DQG
SOD\HUV�ZLWKLQ�WKLV�DUHD��DQG�WR�SXW�IRUZDUG�VXJJHVWLRQV�IRU�DUHDV�RI�DFWLRQ�ZKLFK�FDOO�IRU�VSHFLDO�DLG
LQLWLDWLYHV��$ERYH�DOO��WKH�ZRUN�KDV�VRXJKW�WR�YLHZ�WKH�VWDWH�RI�SOD\�IURP�D�GHYHORSLQJ�QDWLRQ�SHU�
VSHFWLYH�

7KH�WUDQVLWLRQ�WR�HQYLURQPHQW�IULHQGO\�SURGXFWLRQ�DQG�FRQVXPSWLRQ�LV�D�PDMRU�FKDOOHQJH�IRU�ZRUOG
WUDGH�DQG�GHPDQGV�JOREDO�FR�RSHUDWLRQ��,PSURYHG�PDUNHW�DFFHVV�IRU�H[SRUWHUV�IURP�WKH�GHYHORSLQJ
QDWLRQV�FDQ�SURYLGH�UHVRXUFHV�WR�ILQDQFH�HQYLURQPHQW�PHDVXUHV��LPSURYH�HIILFLHQF\�DQG�KHOS�WKH
GHYHORSLQJ�QDWLRQV�UHGXFH�WKHLU�GHSHQGHQFH�RQ�UDZ�PDWHULDOV��3UHIHUHQWLDO�WUDGLQJ�WHUPV�RXJKW�WR
EH�D�VXFFHVVIXO�ZHDSRQ�LQ�WKH�ILJKW�DJDLQVW�SRYHUW\��$FFRUGLQJ�WR�D�81�UHSRUW�WKH�GHYHORSLQJ�QD�
WLRQV�ORVH�WZLFH�DV�PXFK�WKURXJK�XQIDYRXUDEOH�WUDGLQJ�WHUPV�DV�WKH\�UHFHLYH�LQ�DLG�

7KH�UHVSRQVLELOLW\�IRU�FKDQJLQJ�FRQVXPSWLRQ�DQG�SURGXFWLRQ�SDWWHUQV�FDQQRW�EH�OHIW�WR�PDUNHW
IRUFHV�DORQH��JRYHUQPHQWV�PXVW�VWULYH�IRU�GHYHORSPHQW�LQ�ZKLFK�VXVWDLQDEOH�FRQVXPSWLRQ�DQG�SUR�
GXFWLRQ�EHFRPHV�SURILWDEOH�

$LG�DVVXPHV�D�QHZ�UROH�LQ�WKDW�GHYHORSLQJ�QDWLRQV�FDQ�QHHG�YDULRXV�NLQGV�RI�DVVLVWDQFH�WR�SUHYHQW
LQGXVWULDO�DQG�DJULFXOWXUDO�SURGXFWLRQ�WDNLQJ�SODFH�DW�WKH�H[SHQVH�RI�WKH�HQYLURQPHQW�LQ�WKH�GHYHO�
RSLQJ�QDWLRQV��$LG�LQLWLDWLYHV�DUH�QHHGHG�WR�VXSSRUW�VPDOO�DQG�PHGLXP�VL]HG�H[SRUW�FRPSDQLHV�VR
WKH\�GR�QRW�ORVH�FRPSHWLWLYHQHVV�ZKHQ�WKH�HQYLURQPHQWDO�GHPDQGV�DUH�WLJKWHQHG�

,W�LV�LPSRUWDQW�WR�FRQGXFW�DQ�DFWLYH�GLDORJXH�EHWZHHQ�WKH�LQGXVWULDOLVHG�DQG�GHYHORSLQJ�QDWLRQV�DQG
EHWZHHQ�WKH�ZRUOG�RI�EXVLQHVV�DQG�DXWKRULWLHV��LQ�RUGHU�WR�FUHDWH�D�XQLWHG�YLVLRQ�DQG�SUHYHQW�WHQ�
VLRQ�DQG�VXVSLFLRQ��$W�SUHVHQW�WKHUH�LV�D�FHUWDLQ�JDS�EHWZHHQ�WKH�RIWHQ�DEVWUDFW�IRFXV�RI�SROLF\�GLV�
FXVVLRQV�DQG�WKH�PRUH�SUDJPDWLF�FRQFHUQ�PDQ\�GHYHORSLQJ�QDWLRQ�PDQXIDFWXUHUV�IHHO�LQ�WKH�IDFH�RI
DQ\WKLQJ�ZKLFK�DIIHFWV�WKHLU�H[SRUW�PDUNHWV�

(QYLURQPHQW�IULHQGO\�SURGXFWV�DUH�RQ�WKH�SRLQW�RI�VKLIWLQJ�IURP�WKHLU�VPDOO�QLFKH�PDUNHWV�DQG
JDLQLQJ�D�QDWXUDO�SODFH�LQ�WKH�QRUPDO�PDUNHW�RIIHULQJ��0DUNHWLQJ�JRRGV�ZKLFK�KDYH�EHHQ�SURGXFHG
LQ�DQ�HQYLURQPHQWDOO\�DQG�VRFLDOO\�VXVWDLQDEOH�ZD\�LV�DQ�RSSRUWXQLW\�IRU�GHYHORSLQJ�QDWLRQV�WR
ERRVW�WKHLU�FRPSHWLWLYHQHVV�DQG�LQFUHDVH�WKH�YDOXH�RI�WKHLU�H[SRUW�SURGXFWV�
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6IJIVIRGIW

$'%��������(PHUJLQJ�$VLD��$VLDQ�'HYHORSPHQW�%DQN��0DQLOD��'LVFXVVHG�LQ�7KH�(FRQRPLVW�
-XQH���WK������S���²���

$QGHUVVRQ��7�	�)RONH��&�	�1\VWU|P��6��������7UDGLQJ�ZLWK�WKH�(QYLURQPHQW��(FRORJ\��(FRQRP�
LFV��,QVWLWXWLRQV�DQG�3ROLF\��(DUWKVFDQ��/RQGRQ�

%HUQ��/��������6WUDWHJL�I|U�QDWXUOLJ�WLOOYl[W��(NHUOLGV�)|UODJ��6WRFNKROP�

%HUJVWU|P��6��	�6NnQEHUJ��.�	�$QGHUVVRQ��6�	�1\FDQGHU��*��������+nOOEDU�HNRQRPL��2P
KXVKnOOQLQJ�RFK�RUGQLQJ�L�I|UHWDJ�RFK�VDPKlOOH��6YHULJHV�XWELOGLQJVUDGLR�$%��%RUnV�

'DO\��+�	�*RRGODQG��5��������$Q�HFRORJLFDO�HFRQRPLF�DVVHVVPHQW�RI�GHUHJXODWLRQ�RI�LQWHUQDWLRQDO
FRPPHUFH�XQGHU�*$77��,Q�(FRORJLFDO�(FRQRPLFV��9RO�����1R����-DQXDU\� ������SS���²���

+DPPDUOXQG��-RKDQ��������*$77��:72�RFK�PLOM|Q��)ULKDQGHO�²�GHQ�PlNWLJD�KlYVWnQJHQ��-7�V
)|UODJ��6WRFNKROP�

+HHULQN��1�	�.X\YHQKRYHQ��$�	�4X��)��������3ROLF\�,VVXHV�LQ�,QWHUQDWLRQDO�7UDGH�DQG�WKH�(QYL�
URQPHQW�ZLWK�6SHFLDO�UHIHUHQFH�WR�$JULFXOWXUH��,Q�0XQDVLQJKH��0���HG����(QYLURQPHQWDO�,P�
SDFWV�RI�0DFURHFRQRPLF�DQG�6HFWRUDO�3ROLFLHV��,66(�DQG�WKH�:RUOG�%DQN��:DVKLQJWRQ�

+nUVPDU��0��0HG�VLNWH�Sn�VMlUQRUQD��7UHGMH�YlUOGHQV�KDQGHO�PHG�(*

.OHHQ��3HWHU��������9lUOGVKDQGHOQV�VSHOUHJOHU��616�)|UODJ��6WRFNKROP�

/LQGIRUV��/�*��������/LIH�&\FOH�$VVHVVPHQW�DQG�7UDQVERXQGDU\�7UDGH��,Q�%HQJWVVRQ�HW�DO�
�HGV���7KH�(QYLURQPHQW�DQG�)UHH�7UDGH��(326��8SSVDOD��6ZHGHQ�

2(&'��������0DUNHW�$FFHVV�IRU�WKH�/HDVW�'HYHORSHG�&RXQWULHV��:KHUH�DUH�WKH�2EVWDFOHV"�
7UDGH�'LUHFWRUDWH��7UDGH�&RPPLWWHH��7'�7&����������6HSWHPEHU������

5RELQV��1��	�5REHUWV��6���HGV����������8QORFNLQJ�7UDGH�2SSRUWXQLWLHV��&KDQJLQJ�
&RQVXPSWLRQ�DQG�3URGXFWLRQ�3DWWHUQV��,,('�	�81��/RQGRQ�	�1HZ�<RUN�

5XGHQJUHQ��-�	�%HQJWVVRQ��$0���������/LEHUDOLVHG�WUDGH�YHUVXV�DLG�DV�SURPRWHU�RI�
GHYHORSPHQW�DQG�WKHLU�UHVSHFWLYH�HQYLURQPHQWDO�LPSDFW��,Q�%HQJWVVRQ�HW�DO���HGV���7KH�
(QYLURQPHQW�DQG�)UHH�7UDGH��(326��8SSVDOD�

628�����������+DQGHO�RFK�0LOM|�²�PRW�HQ�KnOOEDU�VSHOSODQ��5DSSRUW�IUnQ�0LOM|EHUHGQLQJHQ�
�-2������$���6WRFNKROP������

628�������.UHWVORSSV�EHUHGQLQJHQ

)RUXP�6RXWK��������:KDW�WKH�RWKHU�KDQG�LV�GRLQJ

628�����������&RQVXPHUV�DQG�WKH�HQYLURQPHQW

)RUVEHUJ��$�	�0DQQHUJUHQ��-��������2PWDQNDU��1DWXUVN\GGVI|UHQLQJHQ�)|UODJ�$%�RFK�
)|UIDWWDUQD

5RELQV��1�	�5REHUWV��6��������8QORFNLQJ�7UDGH�2SSRUWXQLWLHV��,QWHUQDWLRQDO�,QVWLWXWHG�IRU�
(QYLURQPHQW�DQG�'HYHORSPHQW

2XU�FRPPRQ�WDVN��6XPPDU\�RI�WKH�GHFLVLRQV�DW�WKH�81�&RQIHUHQFH�RQ�HQYLURQPHQW�DQG�
GHYHORSPHQW�L�5LR�GH�-DQHLUR�LQ�-XQH�������(QYLURQPHQW�FRQVHUYDWLRQ�FRPPLWWHH�DQG�
WKH�81����VHFUHWDULDW�IRU�WKH�HQYLURQPHQW�DQG�QDWXUDO�UHVRXUFHV�GHSDUWPHQW��
6WRFNKROP�����
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