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%DFNJURXQG�WR�WKLV VWXG\7KLV�VWXG\�ZDV�FRPPLVVLRQHG�E\�WKH�)XQG�IRU�5HVHDUFK�LQWR�,QGXVWULDO�'HYHORSPHQW��*URZWK�	�(TXLW\��)5,'*(���D�VXE�FRPPLWWHH�RI�WKH�7UDGH�	�,QGXVWU\�&KDPEHU�RI�WKH�1DWLRQDO�(FRQRPLF�'HYHORSPHQW�DQG�/DERXU�&RXQFLO� �1('/$&���7KH� VWXG\�ZDV� LQLWLDWHG�E\� WKH�(QYLURQPHQWDO�6HFWLRQ�RI� WKH�(,''�GLYLVLRQ�RI�WKH�'HSDUWPHQW�RI�7UDGH�DQG�,QGXVWU\��ZKR�VHUYH�DV�WKH�SURMHFW�OHDGHU�IRU�WKLV�VWXG\���7KH�PDLQ� REMHFWLYH� RI� WKH� VWXG\� LV� WR� LQIRUP� GHFLVLRQ�PDNLQJ� ± DV� SDUW� RI� WKH� ,QWHJUDWHG�0DQXIDFWXULQJ�6WUDWHJ\�± UHJDUGLQJ�WKH�IHDVLELOLW\�DQG�DSSURSULDWHQHVV�RI�GHYHORSLQJ�D�QDWLRQDO�HFR�ODEHOOLQJ�VFKHPH�LQ�6RXWK� $IULFD� DQG�RU� IDFLOLWDWLQJ� DFFHVV� WR� H[LVWLQJ� ODEHOOLQJ� LQLWLDWLYHV� RI� NH\� WUDGH SDUWQHUV�� 7KLV� LV�EDVHG�RQ�DQ�DVVHVVPHQW�RI�WKH�VWDWH�RI�HFR�ODEHOOLQJ�DEURDG�DV�ZHOO�DV�PDUNHW�DFFHVV�LVVXHV��DQG�RQ�DQ�HYDOXDWLRQ�RI�UHOHYDQW�PDUNHW�FRQGLWLRQV�LQ�6RXWK�$IULFD��
&RUH�DVVXPSWLRQV7KH�IROORZLQJ�FRUH�DVVXPSWLRQV�ZHUH�PDGH�LQ�XQGHUWDNLQJ�WKLV�UHVHDUFK�x 7KH� IRFXV�RI� WKLV� UHSRUW� LV�RQ�PXOWL�LVVXH��YROXQWDU\� ODEHOV� WKDW�DUH�GHVLJQHG� WR�DSSO\� WR�D� VPDOO�SURSRUWLRQ� RI� SURGXFWV� LQ� D� SURGXFW� FDWHJRU\�� DQG� WKDW� DUH� VXEMHFW� WR� LQGHSHQGHQW� WKLUG�SDUW\�YHULILFDWLRQ��³,62�7\SH�,´�HFR�ODEHOV���x )ROORZLQJ� IURP� WKH� DERYH� DVVXPSWLRQ�� WKH� UHIHUHQFH� WKURXJKRXW� WKLV� WH[W� WR� ³HFR�ODEHO´� �XQOHVV�RWKHUZLVH�VSHFLILHG��LV�WR�,62�7\SH�,�ODEHOV��x 7KH�VWXG\�VSHFLILFDOO\�H[FOXGHV�DQ�H[DPLQDWLRQ�RI�� 7KH�SRWHQWLDO�IRU�WRXULVP�UHODWHG�ODEHOV�ZLWKLQ�6RXWK�$IULFD��� 7KH�XVH�RI�HFR�ODEHOV�LQ�IRRGVWXIIV��� 7KH�UROH�RI�YROXQWDU\�ODEHOOLQJ�LQLWLDWLYHV�DGPLQLVWHUHG�E\�1*2V��VXFK�DV�WKDW�DGPLQLVWHUHG�IRU�H[DPSOH�E\�WKH�)RUHVW�6WHZDUGVKLS�&RXQFLO��� 7KH�GHYHORSPHQW�DQG�XVH�RI�³VRFLDO�ODEHOV´�
0HWKRGRORJ\7KH�UHVHDUFK�IRU�WKLV�SURMHFW ZDV�XQGHUWDNHQ�SULPDULO\�WKURXJK�GHVNWRS�UHVHDUFK�DQG�DQDO\VLV�XWLOLVLQJ�D�YDULHW\�RI�SULPDU\�DQG�VHFRQGDU\�LQIRUPDWLRQ�VRXUFHV��7KLV�UHVHDUFK�ZDV�FRPSOHPHQWHG�E\�LQWHUYLHZLQJ�D�QXPEHU�RI�NH\�SOD\HUV�� ORFDOO\�DQG� LQWHUQDWLRQDOO\��7KH� OLWHUDWXUH�UHYLHZ�PDGH�H[WHQVLYH�XVH�RI� WKH�ZRUN� XQGHUWDNHQ� E\� RUJDQLVDWLRQV� VXFK� DV� WKH� 2UJDQLVDWLRQ� IRU� (FRQRPLF� &R�RSHUDWLRQ� DQG�'HYHORSPHQW��2(&'���WKH�86�(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\��(3$���WKH�:RUOG�7UDGH�2UJDQLVDWLRQ��:72��� WKH�1RUGLF�&RXQFLO�� DQG� WKH� ,QWHUQDWLRQDO�2UJDQLVDWLRQ� IRU�6WDQGDUGLVDWLRQ� �,62��� DV�ZHOO�DV�GUDZLQJ� RQ� LQIRUPDWLRQ� DYDLODEOH� IURP� WKH� YDULRXV� QDWLRQDO� DQG� UHJLRQDO� ODEHOOLQJ� ERGLHV�� $� OLVW� RI�UHVHDUFK� VRXUFHV� LV� SURYLGHG� LQ� WKH� 5HIHUHQFHV� VHFWLRQV� RI� WKH� WZR� UHSRUWV�� 8QGHUWDNLQJ� D� GHWDLOHG�VHSDUDWH�PDUNHW�DQDO\VLV�RI�6RXWK�$IULFDQ�SURGXFHUV�DQG�FRQVXPHUV�ZDV�EH\RQG�WKH�VWXG\¶V�VFRSH�
$XWKRUV�RI�WKH�5HSRUW7KH� VWXG\�ZDV� XQGHUWDNHQ�E\� D� FRQVRUWLXP�RI� FRQVXOWDQWV� FRPSULVLQJ�&RPPRQ�*URXQG��%(&2��DQG�(QYLURQPHQWDO� &RXQVHO�� 7KH� DXWKRUV� RI� WKH� UHSRUW�ZHUH� -RQDWKRQ�+DQNV� �&RPPRQ�*URXQG��� (FNDUW�1DXPDQ�DQG�%DV�.RWKXLV��%(&2��DQG�-HQQ\�+DOO��(QYLURQPHQWDO�&RXQVHO���-RQDWKRQ�+DQNV�PDQDJHG�WKH�SURMHFW�DQG�VHUYHG�DV�WKH�OHDG�DXWKRU�
1RWH�RQ�WKLV�GRFXPHQW�7KLV�GRFXPHQW�FRQVWLWXWHV� WKH�RYHUDOO�([HFXWLYH�6XPPDU\ IRU� WKH�HFR�ODEHOOLQJ�VWXG\��7KH�GRFXPHQW�FRPSULVHV� D� EULHI� VXPPDU\� RI� WKH� VWXG\� DV� D� ZKROH�� DV� ZHOO� DV� LQFOXGLQJ� PRUH� GHWDLOHG� LQGLYLGXDO�VXPPDULHV�IRU�HDFK�RI�WKH�3KDVH�2QH�DQG�3KDVH�7ZR�5HSRUWV�
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([HFXWLYH�6XPPDU\7KLV�UHSRUW�VXPPDULVHV�WKH�RXWFRPH�RI�D�WZR�SKDVH�SURFHVV�DLPHG�DW�SURYLGLQJ�FOHDU�VWUDWHJLF�GLUHFWLRQ�UHJDUGLQJ� WKH� DSSURSULDWHQHVV� DQG� IHDVLELOLW\� RI� LPSOHPHQWLQJ� D� QDWLRQDO� �,62�7\SH���� HFR�ODEHOOLQJ�VFKHPH�LQ�6RXWK�$IULFD��x 3KDVH�2QH�RI�WKH�VWXG\�UHYLHZHG�WKH�H[SHULHQFH�ZLWK�LPSOHPHQWLQJ�HFR�ODEHOOLQJ�SURJUDPPHV�LQ�D�QXPEHU�RI�GHYHORSHG�DQG�GHYHORSLQJ�FRXQWULHV�UHJLRQV��DQG�LGHQWLILHG�WKH�EURDG�LPSOLFDWLRQV�RI�WKLV�H[SHULHQFH�IRU�WKH�SRVVLEOH�HVWDEOLVKPHQW�RI�DQ�HFR�ODEHOOLQJ�SURJUDPPH�LQ�6RXWK�$IULFD��x 3KDVH�7ZR�RI�WKH�VWXG\�EXLOW�RQ�WKH�ILQGLQJV�RI�3KDVH�2QH��DQG�IRFXVVHG�RQ�DVVHVVLQJ�WKH�JHQHUDO�LPSOLFDWLRQV�RI�WKH�(8�ODEHOOLQJ�VFKHPH�IRU�6RXWK�$IULFDQ�H[SRUWHUV�DQG�SROLF\�PDNHUV��
6XPPDU\�RI�.H\�)LQGLQJV�)ROORZLQJ�LV�D�EULHI�RXWOLQH�RI�VRPH�RI�WKH�NH\�ILQGLQJV�RI�WKH�HFR�ODEHOOLQJ�VWXG\��7KLV�VXPPDU\�LV�QRW�D�VXEVWLWXWH�IRU�UHDGLQJ�WKH�GHWDLOHG�UHSRUWV�WKDW�SURYLGH�D�PRUH�QXDQFHG�DVVHVVPHQW�RI�WKH�LVVXHV�x 7KH�JOREDO�UHYLHZ�XQGHUWDNHQ�LQ�WKH�3KDVH�2QH�5HSRUW�LV�LQVWUXFWLYH�LQ�LGHQWLI\LQJ�WKH�SURFHVV�DQG�DGPLQLVWUDWLYH�VWUXFWXUHV�WKDW�ZRXOG�EH�UHTXLUHG�LQ�LPSOHPHQWLQJ�DQ�HFR�ODEHOOLQJ�LQLWLDWLYH�LQ�6RXWK�$IULFD��DV�ZHOO�DV�KLJKOLJKWLQJ�NH\�FRQGLWLRQV�FRQGXFLYH�WR�DQ�HIIHFWLYH�ODEHOOLQJ�LQLWLDWLYH��2Q�WKH�EDVLV�RI�WKH�JOREDO�UHYLHZ�DQG�DQ�DVVHVVPHQW�RI�WKH�6RXWK�$IULFDQ�FRQWH[W��LW�LV�UHFRPPHQGHG�WKDW�LI�JRYHUQPHQW¶V�SULQFLSDO�REMHFWLYH�LQ�H[DPLQLQJ�HFR�ODEHOOLQJ�LV�WR�SURPRWH�DFFHVV�WR�IRUHLJQ�PDUNHWV��WKHQ�HIIRUWV�VKRXOG�IRFXV�RQ�IDFLOLWDWLQJ�FRPSOLDQFH�ZLWK�IRUHLJQ�VFKHPHV�UDWKHU�WKDQ�GHYHORSLQJ�D�ORFDO�ODEHOOLQJ�LQLWLDWLYH��x :LWK�WKH�DLP�RI�LGHQWLI\LQJ�WKH�PHDVXUHV�WKDW�JRYHUQPHQW�FRXOG�DGRSW�WR�IDFLOLWDWH�FRPSOLDQFH�ZLWK�WKH�(8�(FR�ODEHO��WKH�3KDVH�7ZR�5HSRUW�DQDO\VHV�WUDGH�IORZV�EHWZHHQ�6RXWK�$IULFD�DQG�LWV�ILYH�PRVW�LPSRUWDQW� (8� WUDGH� SDUWQHUV�� TXDQWLI\LQJ� H[SRUW� SHUIRUPDQFH� IRU� HDFK� RI� WKH� SURGXFW� FDWHJRULHV�FRYHUHG� E\� WKH� (8� (FR�ODEHO� �7KH� 5HSRUW� IRFXVHV� H[FOXVLYHO\� RQ� WKH� (8� (FR�ODEHO� DV� WKH� (8�FRQVWLWXWHV� 6RXWK� $IULFD¶V� SULQFLSDO� WUDGLQJ� SDUWQHU� E\� UHJLRQ�� DV� ZHOO� DV� EHLQJ� WKH� WUDGH� SDUWQHU�ZKHUH�HFR�ODEHOOLQJ�KDV�WKH�JUHDWHVW�OHYHO�RI�DGRSWLRQ���7KH�5HSRUW�DOVR�UHYLHZV�WKH�ODEHOOLQJ FULWHULD�IRU�HDFK�RI� WKH�SURGXFW�FDWHJRULHV�FRYHUHG�E\� WKH�(8�(FR�ODEHO�DQG�DVVHVVHV� WKH� LPSOLFDWLRQV�DW�D�JHQHUDO�OHYHO�IRU�ORFDO�SURGXFHUV�PDQXIDFWXUHUV�VHHNLQJ�WR�FRPSO\�ZLWK�WKH�FULWHULD�x 2Q�WKH�EDVLV�RI�WKH�WUDGH�DQDO\VLV��LW�LV�VXJJHVWHG�WKDW�± ZLWK WKH�H[FHSWLRQ�RI�WH[WLOHV�± 6RXWK�$IULFD�GRHV�QRW�HQMR\�PDMRU�H[SRUW�PDUNHW�SHQHWUDWLRQ�LQ�DQ\�RI�WKH�SURGXFW�FDWHJRULHV�IRU�ZKLFK�(8�HFR�ODEHOV� H[LVW�� )XUWKHUPRUH�� UHFHQW� LQWHUQDWLRQDO� VWXGLHV� VXJJHVW� WKDW� WKHUH� LV� OLWWOH� HYLGHQFH� RI� HFR�ODEHOV�KLQGHULQJ IRUHLJQ�H[SRUWV�IURP�GHYHORSLQJ�FRXQWULHV�LQ�JHQHUDO��,Q�FXUUHQW�FLUFXPVWDQFHV��HFR�ODEHOOLQJ�LV�WKXV�QRW�VHHQ�WR�FRQVWLWXWH�D�PHDQLQJIXO�WUDGH�EDUULHU�WR�ORFDO�H[SRUWV��7KLV�REVHUYDWLRQ�LV�IXUWKHU�VXSSRUWHG�E\�WKH�IDFW�WKDW�LQ�WKH�LQVWDQFH�RI�WKH�VHFWRU�SRWHQWLDOO\�PRVW�DIIHFWHG�E\�ODEHOOLQJ��WH[WLOHV��WKHUH�LV�QR�HYLGHQFH�RI�ODEHOV�FXUUHQWO\�FRQVWLWXWLQJ�D�VLJQLILFDQW�PDUNHWLQJ�EHQHILW�x 1RWZLWKVWDQGLQJ� WKLV� REVHUYDWLRQ�� LW� LV� DSSUHFLDWHG� WKDW� WKHUH� LV� WKH� SRWHQWLDO� WKDW� LQ� IXWXUH� HFR�ODEHOOLQJ�PD\�EH�XVHG�DV�D�QRQ�WDULII� WHFKQLFDO�EDUULHU� WR� WUDGH��:LWK� WKH�DLP�RI�DVVLVWLQJ�UHOHYDQW�FRPSDQLHV� WR�TXDOLI\�IRU�WKH�ODEHO�LQ�WKH�PRVW�FRVW�HIIHFWLYH�PDQQHU��JRYHUQPHQW�KDV�D�SRWHQWLDOO\�LPSRUWDQW� FDWDO\WLF� UROH� WR� SOD\�� 7KHVH� DFWLYLWLHV� ± VRPH�ZKLFK�PD\�EH� XQGHUWDNHQ� DV� SDUW� RI� WKH�'HSDUWPHQW� RI� 7UDGH� DQG� ,QGXVWU\¶V� H[LVWLQJ� H[SRUW� LQFHQWLYH� LQLWLDWLYHV� ± LQFOXGH� IRU� H[DPSOH��PRQLWRULQJ�DQG�LQIRUPLQJ�SURGXFHUV�RI�RQJRLQJ�GHYHORSPHQWV�LQ�HFR�ODEHOOLQJ��VXSSRUWLQJ�DGGLWLRQDO�UHVHDUFK�LQ�NH\�DUHDV��SURYLGLQJ�LQFHQWLYHV�WR�FRPSDQLHV�WR�DFTXLUH�ODEHOV��EXLOGLQJ�FDSDFLW\�RQ�WKH�HQYLURQPHQWDO�DVSHFWV�RI�SURGXFWV��DQG�H[DPLQLQJ�WKH�SRWHQWLDO�IRU�LQQRYDWLYH�SROLF\�LQVWUXPHQWV��x ,Q�WHUPV�RI�SURPRWLQJ�VXVWDLQDEOH�FRQVXPSWLRQ�DQG�SURGXFWLRQ�LQ�6RXWK�$IULFD��LW�LV�UHFRPPHQGHG�WKDW�FRQVLGHUDWLRQ�EH�JLYHQ�WR�YDULRXV�LQQRYDWLYH�SROLF\�RSWLRQV�WKDW�PD\�EH�LQWURGXFHG�DV�D�SRVVLEOH�VXEVWLWXWH� IRU� D� QDWLRQDO� HFR�ODEHOOLQJ� LQLWLDWLYH�� 6KRXOG� WKH� JRYHUQPHQW� QHYHUWKHOHVV� FKRRVH� WR�SURPRWH�WKH�GHYHORSPHQW�RI�D�ORFDO�HFR�ODEHOOLQJ�LQLWLDWLYH��LW�LV�UHFRPPHQGHG�WKDW�WKLV�EH�SXUVXHG�E\�EXLOGLQJ�RQ�WKH�DFWLYLWLHV�RI�WKH�3URXGO\�6RXWK�$IULFDQ�FDPSDLJQ�
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� 3KDVH�2QH�5HSRUW�± *OREDO�5HYLHZ�RI�(FR�/DEHOV
7KH� 3KDVH� 2QH� 5HSRUW� SURYLGHV� D� UHYLHZ� RI� WKH� LPSOHPHQWDWLRQ� RI� ,62� ³7\SH� ,´� HFR�ODEHOOLQJ�LQLWLDWLYHV�DURXQG�WKH�ZRUOG��DQG�XQGHUWDNHV�DQ�LQLWLDO�JHQHUDO�DVVHVVPHQW�RI�WKH�LPSOLFDWLRQV�RI�WKHVH�LQLWLDWLYHV�IRU�6RXWK�$IULFD��,Q�GRLQJ�VR��WKH�UHSRUW�x ,QWURGXFHV�WKH�FRQFHSW�RI�HFR�ODEHOOLQJ��QRWLQJ�WKH�GLIIHUHQW�UHFRJQLVHG�W\SHV�RI�HFR�ODEHOV��DQG�SURYLGLQJ�D�EULHI�KLVWRU\�RI�WKH�GHYHORSPHQW�RI�,62�7\SH���ODEHOV��x 5HYLHZV�WKH�HFR�ODEHOOLQJ�VFKHPHV LQ�D�QXPEHU�RI�VSHFLILFDOO\�FKRVHQ�GHYHORSHG�DQG�GHYHORSLQJ�FRXQWULHV�� RXWOLQLQJ� WKH� NH\� DGPLQLVWUDWLYH� VWUXFWXUHV� DQG� SURFHVVHV� WKDW� DUH� XVHG� LQ�LPSOHPHQWLQJ�WKH�LQLWLDWLYH�x $VVHVVHV�WKH�JHQHUDO�LPSDFW�RI�WKH�YDULRXV�ODEHOOLQJ�SURJUDPPHV��QRWLQJ�LQ�SDUWLFXODU��DQG�DV�IDU� DV� SRVVLEOH�� WKH� PDUNHW� LPSDFW�� HQYLURQPHQWDO� HIIHFWLYHQHVV�� WUDGH� HIIHFWV� DQG� JHQHUDO�HFRQRPLF�HIILFLHQF\�RI�HDFK�SURJUDPPH�x 8QGHUWDNHV�D�VSHFLILF�DQDO\VLV�RI�WKH�(XURSHDQ�8QLRQ�H[SHULHQFH ZLWK�HFR�ODEHOOLQJ�x 3URYLGHV� DQ� LQLWLDO� DVVHVVPHQW� RI� WKH� LPSOLFDWLRQV� IRU� 6RXWK� $IULFD RI� LQWURGXFLQJ� DQ� HFR�ODEHOOLQJ�SURJUDPPH��
��� ,QWURGXFWLRQ�WR�(FR �/DEHOOLQJ$Q� HFR�ODEHO� LV� D� PDUNHW�GULYHQ� HQYLURQPHQWDO� SROLF\� LQVWUXPHQW� DLPHG� DW� SURPRWLQJ� WKH�GHYHORSPHQW�RI�HQYLURQPHQWDOO\�SUHIHUDEOH�JRRGV�DQG�VHUYLFHV WKURXJK�WKH�SRZHU�RI�FRQVXPHU�FKRLFH��7KHUH�DUH�D�QXPEHU�RI�GLIIHUHQW�UHFRJQLVHG�W\SHV�RI�HQYLURQPHQWDO� ODEHOV� WKDW�PD\�EH�GLVWLQJXLVKHG�LQ�WHUPV�RI�WKH�IROORZLQJ�FULWHULD��WKH�QDWXUH�RI�WKH�YHULILFDWLRQ�SURFHVV��ZKHWKHU�WKH� ODEHO� LV� ³SRVLWLYH´�� ³QHJDWLYH´� RU� ³QHXWUDO´�� ZKHWKHU� LW� LV� PDQGDWRU\� RU� YROXQWDU\�� DQG�ZKHWKHU�LW�LV�RI�D�³UHSRUW�FDUG´��³VHDO�RI�DSSURYDO´�RU�³VLQJOH�DWWULEXWH�IRUPDW�´�
7KH�IRFXV�RI�WKLV�VWXG\�LV�RQ�PXOWL�LVVXH��YROXQWDU\�ODEHOV�WKDW�DUH�GHVLJQHG�WR�DSSO\�WR�D�VPDOO�SURSRUWLRQ�RI�HQYLURQPHQWDO�EHVW�LQ�FODVV�SURGXFWV�LQ�D�SURGXFW�FDWHJRU\��DQG�WKDW�DUH�VXEMHFW�WR�WKLUG�SDUW\� YHULILFDWLRQ�� 7KH� DLP� RI� WKHVH� ³,62� 7\SH� ,´� HFR�ODEHOOLQJ� LQLWLDWLYHV� LV� WR�FRPPXQLFDWH�YHULILDEOH�DQG�DFFXUDWH�LQIRUPDWLRQ�RQ�WKH�HQYLURQPHQWDO�DWWULEXWHV�RI�JRRGV�DQG�VHUYLFHV��EDVHG�RQ�D�VHW�RI�GHILQHG�HQYLURQPHQWDO�FULWHULD��ZLWK�WKH�JRDO�RI�FKDQJLQJ�FRQVXPHU�EHKDYLRXU� DQG� WKHUHE\� LQFUHDVLQJ� WKH� GHPDQG� IRU� DQG� VXSSO\� RI�� HQYLURQPHQWDOO\� SUHIHUDEOH�SURGXFWV� DQG� VHUYLFHV�� &RQVXPHUV� LQFOXGH� LQGLYLGXDO� UHWDLO� FRQVXPHUV�� DV� ZHOO� DV� WKH�SURFXUHPHQW� RIILFHUV� RI� JRYHUQPHQWV� DQG� ODUJH� FRUSRUDWLRQV�� ,QFUHDVLQJO\�� WKH�PHWKRGRORJLHV�XVHG�WR�HYDOXDWH�SURGXFWV¶�HQYLURQPHQWDO�DWWULEXWHV�H[DPLQH�WKH�LPSDFW�RI�D�SURGXFW�WKURXJK�LWV�HQWLUH�OLIH�F\FOH��IURP�UDZ�PDWHULDO�H[WUDFWLRQ��WKURXJK�SURGXFWLRQ��WR�XVH�DQG�ILQDO�GLVSRVDO�
)ROORZLQJ� WKH� LQWURGXFWLRQ� RI� WKH� ILUVW� QDWLRQDO� HFR�ODEHOOLQJ� LQLWLDWLYH� LQ� *HUPDQ\� LQ� ������ODEHOOLQJ� VFKHPHV� KDYH� QRZ� EHHQ� LQWURGXFHG� LQ� DOPRVW� HYHU\� 2(&'� FRXQWU\�� DV� ZHOO� DV� D�QXPEHU�RI�GHYHORSLQJ�FRXQWULHV��0RVW�RI�WKHVH�HFR�ODEHOOLQJ�SURJUDPPHV�VKDUH�D�EURDG�VHW�RI�VLPLODULWLHV� LQ� WKH� SURFHVV� DQG� DGPLQLVWUDWLYH� VWUXFWXUH� WKDW� WKH\� DGRSW�� 7KH� SURFHVV� RI�GHYHORSLQJ�DQG�DGPLQLVWHULQJ�DQ�HQYLURQPHQWDO�ORJR�WR�UHOHYDQW�SURGXFWV�W\SLFDOO\�HQWDLOV��x 'HILQLQJ� WKH� SURGXFW� FDWHJRU\�± WKLV� LV� RIWHQ� XQGHUWDNHQ� E\� D� FHQWUDO� GHFLVLRQ�PDNLQJ�ERDUG�FRPSULVLQJ�UHOHYDQW�VWDNHKROGHU�UHSUHVHQWDWLYHV�DQG�H[SHUWV
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x 'HYHORSLQJ� DZDUG� FULWHULD� IRU� WKH� SURGXFW� FDWHJRU\� ± XVXDOO\� RQ� D� OLIH� F\FOH� EDVLV��LQYROYLQJ�H[SHUW�DQG�VWDNHKROGHU�LQSXW
x 8QGHUWDNLQJ�D�SURFHVV�RI�SXEOLF�UHYLHZ�DQG�DGRSWLQJ�WKH�ILQDO�FULWHULD�x (YDOXDWLQJ�WKH�SURGXFW�DJDLQVW�WKH�DJUHHG�FULWHULD��LVVXLQJ�D�OLFHQFH�WR�VXFFHVVIXO�DSSOLFDQWVx 5HYLHZLQJ�WKH�FULWHULD�DQG�UHQHZLQJ�DSSOLFDWLRQV�RQ�D�UHJXODU�VFKHGXOHG�EDVLV

7KH� LPSOHPHQWDWLRQ� RI� WKLV� SURFHVV� LV� W\SLFDOO\� HQVXUHG� WKURXJK� WKH� XVH� RI� DQ� DGPLQLVWUDWLYH�VWUXFWXUH�WKDW�VKDUHV�WKH�IROORZLQJ�FKDUDFWHULVWLFV�x 7KHUH� LV� XVXDOO\� VRPH� OHYHO� RI� JRYHUQPHQW� LQYROYHPHQW� �W\SLFDOO\� WKH� QDWLRQDO�HQYLURQPHQWDO�DJHQF\��LQ�DGPLQLVWHULQJ�WKH�V\VWHP�DQG�RU�SURYLGLQJ�DGYLFH�DQG�IXQGLQJ�x 0RVW� RI� WKH� UHVSRQVLELOLW\� JHQHUDOO\� UHVWV� ZLWK� D� FHQWUDO� GHFLVLRQ�PDNLQJ� ERDUG�� XVXDOO\�FRPSULVLQJ� UHSUHVHQWDWLYHV� IURP��JRYHUQPHQW�� EXVLQHVV�� FRQVXPHU�JURXSV�� DFDGHPLD�� DQG�HQYLURQPHQWDO�JURXSVx 7KH� GHYHORSPHQW� RI� WKH� DZDUG� FULWHULD� W\SLFDOO\� UHTXLUHV� WKH� LQSXWV� RI� WHFKQLFDO� H[SHUWV��WKLV� PD\� EH� SURYLGHG� E\� VWDQGDUGV�VHWWLQJ� RUJDQLVDWLRQV�� FRQVXOWDQWV�� UHVHDUFK� ERGLHV��DFDGHPLFV��DQG�RU�DG�KRF�ZRUNLQJ�JURXSV�IRU�VSHFLILF�SURGXFW�FDWHJRULHV�
��� ,PSDFWV�RI�ODEHOOLQJ�LQLWLDWLYHV6WXGLHV�LQWR�WKH�LPSDFW�RI�ODEHOOLQJ�LQLWLDWLYHV�JHQHUDOO\�VXSSRUW�WKH�IROORZLQJ�REVHUYDWLRQV�x 7KH�VXFFHVV�RI�DQ�HFR�ODEHOOLQJ LQLWLDWLYH�LV�GHSHQGHQW�RQ�D�QXPEHU�RI�IDFWRUV�LQFOXGLQJ�LQ�SDUWLFXODU� WKH� OHYHO� RI� HQYLURQPHQWDO� DZDUHQHVV� DQG�SXUFKDVLQJ�SRZHU�RI� FRQVXPHUV�� WKH�FUHGLELOLW\� RI� WKH� ODEHO� DPRQJVW� FRQVXPHUV�� DQG� WKH� QDWXUH� RI� WKH� PDUNHW� IRU� WKH� HFR�ODEHOOHG�SURGXFWV�
x 7KH� LPSDFW� KDV� EHHQ� JUHDWHU� ZKHQ� ODEHOV� KDYH� EHHQ� D� UHTXLUHPHQW� LPSRVHG� E\� UHWDLOHUV�DQG�RU�XVHG�ZLWKLQ�JRYHUQPHQW�SURFXUHPHQW�DQG�LQVWLWXWLRQDO�SXUFKDVLQJ�SURJUDPPHV��x 0RVW�SURJUDPPHV�KDYH�UHTXLUHG�VLJQLILFDQW�EXGJHW�DOORFDWLRQV� WR�PDUNHWLQJ� WKH� LQLWLDWLYH�ERWK�DPRQJVW�SURGXFHUV�DQG�UHWDLOHUV��DV�ZHOO�DV�FRQVXPHUV�
x 0RVW� LQLWLDWLYHV� KDYH� UHTXLUHG� VRPH� OHYHO� RI� JRYHUQPHQW� ILQDQFLDO� VXSSRUW�� RIWHQ� RQ� DQ�RQJRLQJ�EDVLV�x 7KH�HQYLURQPHQWDO�HIIHFWLYHQHVV�RI� WKH�SURJUDPPHV�KDV�EHHQ�GLIILFXOW� WR�HYDOXDWH��RZLQJ�WR� WKH� LQKHUHQW� GLIILFXOW\� LQ� LGHQWLI\LQJ� DQG�TXDQWLI\LQJ� HQYLURQPHQWDO� LPSDFWV� UHODWHG� WR�VSHFLILF�SURGXFW�DQG�XVHU�JURXSV�
x $OWKRXJK� FRQFHUQV� KDYH� EHHQ� YRLFHG� E\� D� QXPEHU� RI� SDUWLHV� RQ� WKH� SRWHQWLDO� UHVWULFWLYH�QDWXUH�RI�ODEHOV�RQ�WUDGH�IORZV�DQG�PDUNHW�DFFHVV��WKHUH�LV�FXUUHQWO\�OLPLWHG�KDUG�HYLGHQFH�WR�YHULI\�DQG�VXSSRUW�WKLV�

7KH�(8�)ORZHU7KH�(XURSHDQ�8QLRQ� LV� 6RXWK�$IULFD¶V�PRVW� LPSRUWDQW� WUDGH� SDUWQHU�� DQG� LV� RQH� RI� WKH�PRVW�DFWLYH� UHJLRQV� LQ� WHUPV� RI� LPSOHPHQWLQJ� HFR�ODEHOOLQJ�� )RU� WKLV� UHDVRQ�� WKLV� UHSRUW IRFXVHV� LQ�SDUWLFXODU� RQ� WKH� (8� ODEHOOLQJ� LQLWLDWLYH��:KLOH� WKHUH� DUH� D� UHODWLYHO\� ODUJH� QXPEHU� RI� ZHOO�
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HVWDEOLVKHG� QDWLRQDO� HFR�ODEHOOLQJ� VFKHPHV� DPRQJ� (8�0HPEHU� 6WDWHV�� HFRQRPLF�� VRFLDO� DQG�OHJLVODWLYH� LQWHJUDWLRQ� RI� WKH� (8� PDUNHW� KDV� OHDG� WR� WKH� HVWDEOLVKPHQW� RI� DQ� (8�ZLGH� HFR�ODEHOOLQJ�SURJUDP�EDVHG�RQ�KDUPRQLVHG� WHFKQLFDO� VWDQGDUGV��)RU� WKLV� UHDVRQ�� WKH�SUHGRPLQDQW�IRFXV�RI�WKLV�UHSRUW�LV�RQ�WKH�(8�HFR�ODEHO�
7KLV�(XURSHDQ�8QLRQ�HFR�ODEHO�VFKHPH�± DOVR�NQRZQ�DV�WKH�(8�)ORZHU�± ZDV�HVWDEOLVKHG�RQ����0DUFK�������DQG�UHFHQWO\�UHYLVHG�LQ�-XO\�������7KH�DLP�RI�WKLV�UHYLVLRQ�ZDV�WR�VWUHDPOLQH�WKH�VFKHPH��ZLGHQ� WKH� VFRSH� WR� LQFOXGH� VHUYLFHV�� LQWURGXFH� GHFUHDVHG� IHH� VWUXFWXUHV�� LQFUHDVH� WKH�WUDQVSDUHQF\� RI� WKH� VFKHPH� DQG� LPSURYH� VWDNHKROGHU� LQYROYHPHQW�� 7KH� &RPPLVVLRQ� ZLOO�UHYLHZ�WKH�VFKHPH�DJDLQ�EHIRUH�WKH�HQG�RI�6HSWHPEHU������
7KH� PDLQ� DLPV� RI� WKH� VFKHPH� DUH� WR� SURPRWH� WKH� GHVLJQ�� SURGXFWLRQ�� PDUNHWLQJ� DQG� XVH� RI�SURGXFWV� WKDW� KDYH� D� UHGXFHG� HQYLURQPHQWDO� LPSDFW� WKURXJKRXW� WKHLU� HQWLUH� OLIH� F\FOH�� DQG� WR�SURYLGH� FRQVXPHUV� ZLWK� EHWWHU� LQIRUPDWLRQ� RQ� WKH� HQYLURQPHQWDO� LPSDFW� RI� SURGXFWV�� ,W� LV� D�YROXQWDU\�VFKHPH��ZLWK�SURGXFW�FULWHULD�KDYLQJ�EHHQ�GHYHORSHG�IRU����SURGXFW�JURXSV�WR�GDWH��&ULWHULD�IRU�D�QXPEHU�RI�IXUWKHU�SURGXFW�JURXSV�DUH�FXUUHQWO\�EHLQJ�GHYHORSHG��3URGXFWV�FRYHUHG�E\� WKH� VFKHPH� DUH� W\SLFDOO\� HYHU\GD\� FRQVXPHU� JRRGV� ERXJKW� LQ� VXSHUPDUNHWV� DQG� VKRSV��$OWKRXJK�WKH�VFKHPH�KDV�KDG�D�VORZ�VWDUW��WKH�UDWH�RI�FRPSDQLHV�DSSO\LQJ�IRU�DQ�(8�HFR�ODEHO�KDV�LQFUHDVHG�VLJQLILFDQWO\�LQ�WKH�\HDU������
7KH�XQGHUO\LQJ� LGHD�EHKLQG� WKH�FUHDWLRQ�RI� WKH�(8�HFR�ODEHO�ZDV�WR�HQVXUH�FRQVLVWHQF\�LQ�WKH�DSSOLFDWLRQ�RI�HQYLURQPHQWDO�FULWHULD�DFURVV�0HPEHU�6WDWHV��7KH�(8�HFR�ODEHO��EHLQJ�WKH�UHVXOW�RI�D�FRPPRQ�(8�SROLF\��LV�WKXV�LQWHQGHG�WR�EHFRPH�WKH HQYLURQPHQWDO�UHIHUHQFH�ZLWK�UHJDUG�WR�FRQVXPHU�SURGXFWV��7KLV�GRHV�QRW�PHDQ� WKDW�QDWLRQDO�HFR�ODEHOV�DQG� WKH�(8�HFR�ODEHO�FDQQRW�FR�H[LVW�� KRZHYHU� WKH� UHJXODWLRQ� UHTXHVWV� 0HPEHU� 6WDWHV� DQG� WKH� (XURSHDQ� &RPPLVVLRQ� WR�HQVXUH�FR�RUGLQDWLRQ�EHWZHHQ�WKH�(8�HFR�ODEHO�DQG�RWKHU�QDWLRQDO�VFKHPHV��SDUWLFXODUO\�LQ�WKH�VHOHFWLRQ�RI�SURGXFW�JURXSV�DQG�WKH�GHYHORSPHQW�DQG�UHYLVLRQ�RI�WKH�FULWHULD�
7R� DVVHVV� WKH� SRWHQWLDO� LPSDFW� WKDW� WKH� (8� HFR�ODEHO� PD\� KDYH� RQ� 6RXWK� $IULFD�� WUDGH� GDWD�EHWZHHQ�6RXWK�$IULFD�DQG�WKH�(8�KDV�EHHQ�DQDO\VHG��IRFXVVLQJ�LQ�SDUWLFXODU�RQ�WKRVH�SURGXFW�FDWHJRULHV�IRU�ZKLFK�DQ�(8�HFR�ODEHO�H[LVWV��7KH�DVVHVVPHQW�KLJKOLJKWV�WKDW��ZLWK�WKH�H[FHSWLRQ�RI� WLVVXH�SURGXFWV��HYHU\�HFR�ODEHO�HTXLYDOHQW��EURDG��SURGXFW�FDWHJRU\�PDQXIDFWXUHG�LQ�6RXWK�$IULFD�LV�H[SRUWHG�WR�WKH�(8��7KH�FDWHJRU\�ZLWK�WKH�KLJKHVW�YROXPH�RI�6RXWK�$IULFDQ�H[SRUWV��QDPHO\�WH[WLOH�SURGXFWV��LV�H[SRUWHG�WR�RYHU�KDOI�RI�WKH�(8�0HPEHU�6WDWHV��LQFOXGLQJ�WKH�8.��,WDO\�� )UDQFH�� *HUPDQ\� DQG� 7KH� 1HWKHUODQGV�� 7KH� SRWHQWLDO� LPSOLFDWLRQV� IRU� 6RXWK� $IULFDQ�H[SRUWHUV�RI�FRPSO\LQJ�ZLWK�WKH�(8�)ORZHU�DUH�DVVHVVHG�LQ�PRUH�GHWDLO�LQ�3KDVH�,,�RI�WKLV�VWXG\���� 3ROLF\�2SWLRQV�IRU�6RXWK�$IULFD$� NH\� TXHVWLRQ� XQGHUO\LQJ� WKLV� VWXG\� LV� ZKHWKHU� WR� GHYHORS� DQG� LPSOHPHQW� D� GRPHVWLF� HFR�ODEHOOLQJ� LQLWLDWLYH�� RU� ZKHWKHU� WR� DVVLVW� UHOHYDQW� 6RXWK� $IULFDQ� H[SRUWHUV� LQ� FRPSO\LQJ�ZLWK�H[LVWLQJ�ODEHOOLQJ�VFKHPHV��WKXV�LPSURYLQJ�DFWXDO�DQG�SRWHQWLDO�DFFHVV�WR�WKH�(8�PDUNHW��7KLV�FKRLFH� LV� GHSHQGHQW� RQ� JRYHUQPHQW¶V� SULQFLSDO� XQGHUO\LQJ� REMHFWLYH� IRU� FRQVLGHULQJ� HFR�ODEHOOLQJ�LVVXHV��QDPHO\��DV D�PHDQV�RI�IDFLOLWDWLQJ�DFFHVV�WR�LQWHUQDWLRQDO�PDUNHWV��RU�ZLWK�WKH�JRDO�RI�LPSURYLQJ�HQYLURQPHQWDO�SURGXFWLRQ�DQG�FRQVXPSWLRQ�ZLWKLQ�6RXWK�$IULFD���7KLV�UHSRUW�LV� JXLGHG� E\� WKH� VWDWHG� SUHIHUHQFH� E\� WKH� )5,'*(� &RXQWHUSDUW� *URXS� WKDW� WKH� IRFXV� EH� RQ�HQVXULQJ�WKDW�ORFDO�H[SRUWHUV�PD[LPLVH�DQ\�SRWHQWLDO�WUDGH�DGYDQWDJHV�DVVRFLDWHG�ZLWK�ODEHOOLQJ�VFKHPHV���
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,QWURGXFLQJ�D�6RXWK�$IULFDQ�(FR�/DEHOOLQJ�6FKHPH'HYHORSLQJ�D�ORFDOO\�HVWDEOLVKHG�V\VWHP�LV�PRVW�DSSURSULDWH�ZKHUH�WKH�SULQFLSDO�JRDO�LV�WR�IRVWHU�HQYLURQPHQWDOO\� LPSURYHG� SURGXFWLRQ� DQG� FRQVXPSWLRQ� ZLWKLQ� 6RXWK� $IULFD�� $� SULQFLSDO�UHDVRQ� IRU� WKLV� LV� WKDW� WKH� VFKHPH� FRXOG� EH� VSHFLILFDOO\� WDLORUHG� WR� SURYLGH� IRU� WKH� ORFDO�HQYLURQPHQWDO�� FRQVXPHU� DQG� EXVLQHVV� FRQGLWLRQV�� %DVHG� RQ� WKH� LQWHUQDWLRQDO� UHYLHZ� RI�ODEHOOLQJ� LQLWLDWLYHV�� LW� LV� FOHDU� WKDW� WKHUH� ZRXOG� EH� VRPH� VLJQLILFDQW� UHVRXUFH� LPSOLFDWLRQV�DVVRFLDWHG�ZLWK�GHYHORSLQJ�VXFK�D�VFKHPH�LQ�6RXWK�$IULFD��7KHVH�LQFOXGH�IRU�H[DPSOHx (VWDEOLVKLQJ� WKH� UHTXLUHG� LQVWLWXWLRQDO� DQG� SURFHGXUDO� PHFKDQLVPV� IRU� LGHQWLI\LQJ�DSSURSULDWH�SURGXFW�FDWHJRULHV�DQG�IRU�GHYHORSLQJ�UHOHYDQW�HQYLURQPHQWDO�FULWHULD��HQVXULQJ�VXIILFLHQW�SDUWLFLSDWLRQ�RI�UHOHYDQW�VWDNHKROGHUV�x $VVHVVLQJ�ZKHWKHU�WKHUH�ZRXOG�EH�VXIILFLHQW�PDUNHW�DGYDQWDJHV�DVVRFLDWHG�ZLWK�KDYLQJ�DQ�HFR�ODEHO�� DQG� ZKHWKHU WKHUH� PD\� EH� VFRSH� WR� LQWHJUDWH� ODEHOOLQJ� LQLWLDWLYHV� ZLWKLQ�JRYHUQPHQW�DQG�RU�UHWDLOHU�SURFXUHPHQW�LQLWLDWLYHV�x ,QYHVWLQJ� LQ� HIIHFWLYH� PDUNHWLQJ� DFWLYLWLHV� DLPHG� DW� LQFUHDVLQJ� FRQVXPHU� DZDUHQHVV� DQG�PRWLYDWLRQ�
x ,PSOHPHQWLQJ� D� V\VWHP� IRU� DGPLQLVWHULQJ� SURGXFHU� DSSOLFDWLRQV� DQG� FHUWLI\LQJ�FRQIRUPDQFH�ZLWK�WKH�DJUHHG�VWDQGDUGV�

6RPH� RI� WKHVH� LVVXHV� DUH� FXUUHQWO\� EHLQJ� DGGUHVVHG� DV� SDUW� RI� WKH� 3URXGO\� 6RXWK� $IULFDQ�LQLWLDWLYH�� ,Q� WHUPV� RI� WKH� JRDO� RI� XVLQJ� SURGXFW� ODEHOV� DV� D� PHDQV� RI� VWLPXODWLQJ� LPSURYHG�HQYLURQPHQWDO�SHUIRUPDQFH�ZLWKLQ�WKH�GRPHVWLF�6RXWK�$IULFDQ�PDUNHW��LW�LV�UHFRPPHQGHG�WKDW�HIIRUWV� VKRXOG� IRFXV� RQ� IXUWKHU� GHYHORSLQJ� WKH� HQYLURQPHQWDO� FRPSRQHQW�ZLWKLQ� WKH� 3URXGO\�6RXWK� $IULFDQ� FDPSDLJQ�� UDWKHU� WKDQ� GHYHORSLQJ� D� FRPSOHWHO\� VHSDUDWH� LQLWLDWLYH�� 1RW� RQO\�ZRXOG�D�VHSDUDWH� LQLWLDWLYH�KDYH�VLJQLILFDQW� UHVRXUFH�LPSOLFDWLRQV�DVVRFLDWHG�IRU�H[DPSOH�ZLWK�WKH�HVWDEOLVKPHQW�RI�D�VHSDUDWH�DGPLQLVWUDWLYH�VWUXFWXUH�DQG�PDUNHWLQJ�SURJUDPPH��EXW�WKHUH�LV�DOVR�WKH�SRWHQWLDO�IRU�DGGHG�FRQVXPHU�FRQIXVLRQ�LQ�KDYLQJ�D�SOHWKRUD�RI�ODEHOOLQJ�LQLWLDWLYHV��
)DFLOLWDWLQJ�&RPSOLDQFH�ZLWK�)RUHLJQ�6FKHPHV,I� JRYHUQPHQW¶V� SULQFLSDO� REMHFWLYH� LQ� H[DPLQLQJ� HFR�ODEHOOLQJ� LV� WR� LGHQWLI\� PHDQV� IRU�SURPRWLQJ�DFFHVV� WR� IRUHLJQ�PDUNHWV�� WKHQ� LW� LV�VXJJHVWHG� WKDW�GHYHORSLQJ�D�VHSDUDWH�GRPHVWLF�ODEHOOLQJ� LQLWLDWLYH� LV� WKH� QRW� WKH� PRVW� HIIHFWLYH� DSSURDFK�� ,QVWHDG� WKH� IRFXV� VKRXOG� EH� RQ�IDFLOLWDWLQJ�FRPSOLDQFH�ZLWK�IRUHLJQ�VFKHPHV��6RPH�RI�WKH�NH\�DGYDQWDJHV�LQ�VXFK�DQ�DSSURDFK��RYHU�HVWDEOLVKLQJ�DQ�LQGHSHQGHQW�GRPHVWLF�HFR�ODEHOOLQJ LQLWLDWLYH��LQFOXGH�x 7KH� H[LVWLQJ� IRUHLJQ� VFKHPH� LV� OLNHO\� WR� EH� DOUHDG\� ZLGHO\� UHFRJQLVHG�� DFFHSWHG� DQG�UHVSHFWHG�� ZLWKRXW� KDYLQJ� WR� LQYHVW� KHDYLO\� LQ� GHYHORSLQJ� D� ORFDO� VFKHPH� DQG� DFWLYHO\�PDUNHWLQJ�WKLV�VFKHPH�WR�VWDNHKROGHUV�DEURDG��x &RPSOLDQFH�ZLWK�WKH�H[LVWLQJ�HFR�ODEHO�LV�SRVVLEOH�LQ�WKH�VKRUW�WHUP��DV�WKH�SURFHGXUHV�IRU�REWDLQLQJ� WKH� ODEHO� DUH� DOUHDG\� ZHOO� HVWDEOLVKHG� DQG� LQ� PRVW� FDVHV� UHODWLYHO\� HDV\� WR�XQGHUWDNH�x *RYHUQPHQW�GRHV�QRW�KDYH�WR�WDNH�GLUHFW�RU�VKRUW�WHUP�UHVSRQVLELOLW\�� WKHUHE\�PLQLPLVLQJ�ILQDQFLDO�FRVWV�DQG�LQWHUQDO�DGPLQLVWUDWLYH�LPSOLFDWLRQV�
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,Q�WHUPV�RI�IDFLOLWDWLQJ�FRPSOLDQFH�ZLWK�DQ�HVWDEOLVKHG�HFR�ODEHO�� WKH�IROORZLQJ�LVVXHV�QHHG�WR�EH�FRQVLGHUHG�
x ,GHQWLI\LQJ� WKH� PRVW� DSSURSULDWH� LQGXVWU\� VHFWRUV� DQG�RU� SURGXFWV� WKDW� ZRXOG� EHQHILW� LQ�DFTXLULQJ�DQ�H[WHUQDO�ODEHO��SDUWLFXODUO\�ZLWK�UHVSHFW�WR�FXUUHQW�DQG�SRWHQWLDO�H[SRUW�PDUNHW�SHQHWUDWLRQ�x (YDOXDWLQJ�ZKHWKHU�WKHUH�LV�VXIILFLHQW�PDUNHW�GHPDQG�IRU�WKH�SDUWLFXODU�ODEHO�DQG�ZKHWKHU�WKH�PDUNHW�EHQHILWV�RI�TXDOLI\LQJ�IRU�WKH�ODEHO�ZLOORIIVHW�DQ\�DVVRFLDWHG�FRVWV�
x ,GHQWLI\LQJ�WKH�PRVW�DSSURSULDWH�ODEHOOLQJ�VFKHPH�ZLWKLQ�WKH�UHVSHFWLYH�H[SRUW�PDUNHW�x $VVHVVLQJ�WKH�LPSOLFDWLRQV�IRU�H[SRUWHUV�RI�FRPSO\LQJ�ZLWK�WKH�IRUHLJQ�VFKHPH�

*RYHUQPHQW�KDV�D�SRWHQWLDOO\�LPSRUWDQW�FDWDO\WLF�UROH�WR�SOD\�LQ�DVVLVWLQJ�UHOHYDQW�FRPSDQLHV�WR�TXDOLI\� IRU� WKH� ODEHO��7KHVH�DFWLYLWLHV��ZKLFK�PD\�EH�XQGHUWDNHQ�DV�SDUW�RI� WKH�'HSDUWPHQW�RI�7UDGH�DQG�,QGXVWU\¶V�H[LVWLQJ�H[SRUW�LQFHQWLYH�LQLWLDWLYHV��LQFOXGH�IRU�H[DPSOH��x ,GHQWLI\LQJ� DQG� SULRULWLVLQJ� WKH�PRVW� DSSURSULDWH� LQGXVWU\� VHFWRUV� DQG� ODEHOOLQJ� LQLWLDWLYHV�IRU�ZKLFK�WKHUH�LV�VHHQ�WR�EH�PHDQLQJIXO�H[SRUW�EHQHILWV�x ,QIRUPLQJ� DQG� DGYLVLQJ� UHOHYDQW� VWDNHKROGHUV� RQ� WKH� SRWHQWLDO� EHQHILWV� RI� DFTXLULQJ� WKH�ODEHO�x 3URYLGLQJ�DVVLVWDQFH�DQG�RU�LQFHQWLYHV�WR�FRPSDQLHV�WR�DFTXLUH�WKH�UHOHYDQW�ODEHO�
7KH�QDWXUH�RI�WKHVH�LPSOLFDWLRQV�LV�H[DPLQHG�IXUWKHU�LQ�3KDVH�7ZR�RI�WKH�6WXG\�
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� 3KDVH�7ZR�5HSRUW�± ,PSOLFDWLRQV�IRU�6RXWK�$IULFD
7KH�3KDVH�7ZR�5HSRUW�DVVHVVHV�WKH�LPSOLFDWLRQV�IRU�6RXWK�$IULFDQ�H[SRUWHUV�RI�IRUHLJQ�HFR�ODEHOOLQJ�VFKHPHV��ZLWK�D�VSHFLILF�IRFXV�RQ�PHHWLQJ�WKH�FULWHULD�RI�WKH�(8�)ORZHU��%XLOGLQJ�RQ�WKH�ILQGLQJV�RI�WKH�3KDVH�2QH�5HSRUW��WKLV�5HSRUW�DLPV�WR�SURYLGH�FOHDU�VWUDWHJLF�GLUHFWLRQV�IRU�FRQVLGHUDWLRQ�E\�WKH�'HSDUWPHQW�RI�7UDGH�DQG�,QGXVWU\�DQG�WKH�)5,'*(�&RXQWHUSDUW�*URXS���
,Q�DFKLHYLQJ�LWV�REMHFWLYHV��WKH�3KDVH�7ZR�5HSRUW�x 3URYLGHV�D�EULHI�JHQHUDO�UHYLHZ�RI�NH\�LVVXHV�UHODWLQJ�WR�LQWHUQDWLRQDO�WUDGH�DQG�HFR�ODEHOOLQJ��x 'HVFULEHV�WKH�PDNH�XS�RI�6RXWK�$IULFD¶V�WUDGH�E\�EHQHILFLDWLRQ RYHU�WKH�SDVW�ILYH�\HDUV�x $QDO\VHV� WUDGH� IORZV EHWZHHQ� 6RXWK� $IULFD� DQG� LWV� ILYH� PRVW� LPSRUWDQW� (8� WUDGH� SDUWQHUV��WKHUHE\�FRYHULQJ�LQ�H[FHVV�RI�����RI�6RXWK�$IULFD¶V�WUDGH�ZLWK�WKH�(8��XVLQJ�WUDGH�GDWD�EDVHG�RQ� WKH� LQWHUQDWLRQDOO\�DFFHSWHG�+DUPRQLVHG�6\VWHP��+6��QRPHQFODWXUH��7KH�UHSRUW�H[DPLQHV�HDFK�RI�WKH�SURGXFW�FDWHJRULHV�FRYHUHG�E\�WKH�(8�IORZHU��DQG�TXDQWLILHV�6RXWK�$IULFD¶V�H[SRUW�SHUIRUPDQFH� IRU� WKHVH� FDWHJRULHV� LQ� WKH� FRXQWU\¶V� ILYH� PRVW� LPSRUWDQW� (8� WUDGH� SDUWQHUV��*HUPDQ\�� WKH�8QLWHG�.LQJGRP�� ,WDO\�� WKH�1HWKHUODQGV� DQG�)UDQFH��2Q� WKH� EDVLV� RI� WKH� WUDGH�DQDO\VLV�� WKH� UHSRUW� LGHQWLILHV� WKRVH� PDQXIDFWXULQJ� VHFWRUV� ZKHUH� HFR�ODEHOOLQJ� FRXOG� EH� RI�JUHDWHVW�SRWHQWLDO�UHOHYDQFH�LQ�6RXWK�$IULFD�LQ�WHUPV�RI�LQFUHDVLQJ�PDUNHW�FRPSHWLWLYHQHVV�DQG�FXUUHQW�H[SRUW�PDUNHW�SHQHWUDWLRQ�x 8QGHUWDNHV�D�FRPSUHKHQVLYH�UHYLHZ�RI�WKH�ODEHOOLQJ�FULWHULD�IRU�HDFK�SURGXFW�FDWHJRU\�FRYHUHG�E\� WKH� (8� )ORZHU�� DQG� DVVHVVHV� WKH� LPSOLFDWLRQV� DW� D� JHQHUDO� OHYHO� IRU� ORFDO� SURGXFHUV� � ��PDQXIDFWXUHUV VHHNLQJ� WR� FRPSO\� ZLWK� WKH� FULWHULD�� IRFXVVLQJ� LQ� SDUWLFXODU� RQ� WKH� GDWD� WKDW�FRPSDQLHV�PD\�QHHG�WR�FROOHFW�WR�HQVXUH�FRPSOLDQFH��x 2Q� WKH� EDVLV� RI� WKLV� UHYLHZ�� WKH� UHSRUW� DVVHVVHV� WKH� JHQHUDO� LPSOLFDWLRQV� IRU� JRYHUQPHQW LQ�IRVWHULQJ�DQ�HQDEOLQJ�HQYLURQPHQW�IRU�6RXWK�$IULFDQ�FRPSDQLHV�ZLVKLQJ�WR�FRPSO\�ZLWK WKH�HFR�ODEHO� FULWHULD�� ,Q� GRLQJ� VR�� WKH� UHSRUW� SURYLGHV� D� YHU\� EULHI� RYHUYLHZ� RI� SURGXFW�EDVHG� SROLF\�RSWLRQV�DLPHG�DW�UHGXFLQJ� WKH�HQYLURQPHQWDO� LPSDFW�RI�SURGXFWLRQ�DQG�FRQVXPSWLRQ�SDWWHUQV��LQFOXGLQJ� LQ� SDUWLFXODU� DVVHVVLQJ� WKH� SRWHQWLDO� DQG� LPSOLFDWLRQV� RI� IXUWKHU� GHYHORSLQJ� WKH�HQYLURQPHQWDO�FRPSRQHQW�ZLWKLQ�WKH�H[LVWLQJ�3URXGO\�6RXWK�$IULFDQ�FDPSDLJQx ,GHQWLILHV�DUHDV�IRU�IXWXUH�UHVHDUFK�
��� (FR�ODEHOOLQJ�DQG�LQWHUQDWLRQDO�WUDGH��$�EULHI�UHYLHZ�8QWLO� UHFHQWO\�� WKH� LVVXH� RI� HFR�ODEHOOLQJ� ZDV� JHQHUDOO\� FRQVLGHUHG� E\� LQWHUQDWLRQDO�RUJDQLVDWLRQV� SUHGRPLQDQWO\� LQ� WKH� FRQWH[W� RI� FKDQJLQJ� FRQVXPSWLRQ� SDWWHUQV�� DQG� QRW� DV� D�PDMRU� WUDGH� LVVXH�� 5HFHQWO\�� KRZHYHU�� WKHUH� KDV� EHHQ� D� JURZLQJ� IRFXV� ZLWKLQ� YDULRXV�
� 1RWH��7KH�VHFRQG�SKDVH�RI�WKH�VWXG\�LV�EDVHG�RQ�WKH�DVVXPSWLRQ�WKDW�WKH�RYHUULGLQJ�REMHFWLYH�RI�DQ\�HFR�ODEHOOLQJ�LQLWLDWLYH�LQ�6RXWK�$IULFD�ZRXOG�EH� WR� IDFLOLWDWH� DFFHVV� WR� IRUHLJQ�PDUNHWV��2Q� WKLV�EDVLV�� DQG�EXLOGLQJ�RQ� WKH� ILQGLQJV�RI� WKH�3KDVH�2QH�5HSRUW�� WKH�SULQFLSDO�IRFXV�RI�WKH�3KDVH�7ZR�5HSRUW�LV�RQ�LGHQWLI\LQJ�WKH�LPSOLFDWLRQV�RI�IDFLOLWDWLQJ�FHUWLILFDWLRQ�LQ�WHUPV�RI�IRUHLJQ�VFKHPHV��IRFXVLQJ�RQ�WKH�(8�)ORZHU���UDWKHU�WKDQ�RQ�GHYHORSLQJ�D�XQLTXHO\�6RXWK�$IULFDQ�ODEHOOLQJ�LQLWLDWLYH��$�NH\�LVVXH� KHUH� LV� WKDW� RI�PDUNHW� DFFHVV��:LWK� UHJDUG� WR� XVLQJ� SURGXFW� ODEHOV� DV� D�PHDQV� RI� VWLPXODWLQJ� LPSURYHG� HQYLURQPHQWDO�SHUIRUPDQFH� LQ� WKH�GRPHVWLF�PDUNHW�� WKH� VWXG\�ZLOO� EULHIO\� H[DPLQH� WKH�SRWHQWLDO� DQG� LPSOLFDWLRQV�RI� IXUWKHU�GHYHORSLQJ� WKH�HQYLURQPHQWDO�FRPSRQHQW�ZLWKLQ�WKH�3URXGO\�6RXWK�$IULFDQ�FDPSDLJQ�� $V� WKH� (8� FRQVWLWXWHV� 6RXWK� $IULFD¶V� SULQFLSDO� WUDGLQJ� SDUWQHU� E\� UHJLRQ�� DV� ZHOO� DV� EHLQJ� WKH� WUDGH� SDUWQHU� ZKHUH� HFR�ODEHOOLQJ�KDV�WKH�JUHDWHVW�OHYHO�RI�DGRSWLRQ��WKH�UHSRUW�IRFXVHV�H[FOXVLYHO\�RQ�WKH�LPSOLFDWLRQV�RI�WKH�(8�)ORZHU��7KLV�LV�DOVR�LQ�DFFRUGDQFH�ZLWK�WKH�VSHFLILF�SURMHFW�WHUPV�RI�UHIHUHQFH�



(FR�ODEHOOLQJ�DQG�6RXWK�$IULFD�± ([HFXWLYH�6XPPDU\ -DQXDU\�����

± 3DJH��� ±

LQWHUQDWLRQDO� IRUD� RQ� WKH� UHODWLRQVKLS� EHWZHHQ� HFR�ODEHOOLQJ� DQG� LQWHUQDWLRQDO� WUDGH�� 7KLV� LV�HSLWRPLVHG�IRU�H[DPSOH�E\�WKH�IDFW�WKDW�WKH�&RPPLWWHH�RQ�7UDGH�DQG�(QYLURQPHQW��&7(��RI�WKH�:RUOG� 7UDGH� 2UJDQLVDWLRQ� �:72�� KDV� EHHQ� H[DPLQLQJ� WKH� WUDGH� HIIHFWV� RI� HFR�ODEHOOLQJ��SDUWLFXODUO\�DV�UHJDUGV�QRQ�SURGXFW�UHODWHG�SURFHVV�DQG�SURGXFWLRQ�PHWKRGV��330��
&RQFHUQV�KDYH�EHHQ�UDLVHG�E\�YDULRXV�LQWHUQDWLRQDO�LQVWLWXWLRQV��DV�ZHOO�DV�E\�PDQ\�GHYHORSLQJ�FRXQWULHV��WKDW�VWULFWHU�SURGXFW�VWDQGDUGV�UHODWLQJ�WR�HQYLURQPHQWDO�FULWHULD��IRU�H[DPSOH�WKURXJK�WKH�XVH�RI�HFR�ODEHOV��DUH�EHLQJ�XVHG�± RU�PD\�SRWHQWLDOO\�EH�XVHG�± DV�D�QRQ� WDULII� WHFKQLFDO�EDUULHU�WR�WUDGH�IRU�SURWHFWLQJ�GHYHORSHG�FRXQWU\�LQGXVWULHV��$OWKRXJK�LW�LV�GLIILFXOW�WR�HVWLPDWH�WKH� SUHFLVH� LPSDFW� RQ� LQWHUQDWLRQDO� WUDGH� RI� WKH� UHTXLUHPHQWV� RI� FRPSO\LQJ�ZLWK IRUHLJQ� HFR�ODEHOOLQJ�FULWHULD��LW�LV�FOHDU�WKDW�FRPSO\LQJ�ZLWK�VXFK�FULWHULD�PD\�LQYROYH�VLJQLILFDQW�FRVWV�IRU�SURGXFHUV� DQG� H[SRUWHUV� LQ� GHYHORSLQJ� FRXQWULHV��7KHVH� LQFOXGH� FRVWV� DVVRFLDWHG� IRU� H[DPSOH�ZLWK�JDWKHULQJ�WKH�LQIRUPDWLRQ�RQ�WKH�IRUHLJQ�ODEHOOLQJ�SURJUDPPHV��DGMXVWLQJ�SURGXFWV�DQG�RU�SURFHVVHV� WR� FRPSO\� ZLWK� WKH� ODEHOOLQJ� UHTXLUHPHQWV�� DQG�RU� LPSOHPHQWLQJ� DSSURSULDWH�YHULILFDWLRQ�PHDVXUHV�WR�GHPRQVWUDWH�FRPSOLDQFH�
'HVSLWH� WKHVH�XQGHUVWDQGDEOH�FRQFHUQV�± SDUWLFXODUO\�DV�UHJDUGV�SXOS�DQG�SDSHU��IRRWZHDU��DQG�WH[WLOHV�SURGXFWV�LQ�GHYHORSLQJ�FRXQWULHV�± WKH�PRVW�UHFHQWO\�DYDLODEOH�LQWHUQDWLRQDO�VWXGLHV�RQ�WKLV�LVVXH��E\�81&7$'��2(&'�DQG�WKH�(8��KDYH�LQGLFDWHG�WKDW��LQ�JHQHUDO��HFR�ODEHOOLQJ�KDV�QRW�UHVXOWHG�LQ�DQ\�VLJQLILFDQW�WUDGH�HIIHFWV ��+RZHYHU��RYHU�WKH�ORQJHU�WHUP�LW�LV�DQWLFLSDWHG�WKDW�DV�HFR�ODEHOOLQJ�SURJUDPV� LQFUHDVH� WKHLU�SURGXFW�FRYHUDJH� WR� LQFOXGH�PRUH�DQG�PRUH�SURGXFWV�RI� H[SRUW� LPSRUWDQFH� WR� GHYHORSLQJ� FRXQWULHV�� WKHQ� WKH� WUDGH� LPSDFW� RI� HFR�ODEHOOLQJ� PD\�EHFRPH�PRUH�VLJQLILFDQW��
(FR�ODEHOOLQJ�DQG�WKH�:72�5XOHV,Q�WHUPV�RI�WKH�:72�UXOHV��WKH�LVVXH�RI�HFR�ODEHOV�LV�JHQHUDOO\�VHHQ�LQ�WKH�FRQWH[W�WKDW�WKH\�PD\�EH� XVHG� DV� D� QRQ�WDULII� WHFKQLFDO� EDUULHU� WR� WUDGH� �7%7V��� DQG� WKDW� WKH\� DUH� WKXV� SRWHQWLDOO\�JRYHUQHG�E\�WKH�:72¶V�$JUHHPHQW�RQ�7HFKQLFDO�%DUULHUV�WR�7UDGH��7KHUH�DUH�GLIIHULQJ�YLHZV�RQ�WKH�LPSOLFDWLRQV�RI�WKH�7%7�$JUHHPHQW�IRU�HFR�ODEHOOLQJ�LQLWLDWLYHV��6RPH�KDYH�TXHVWLRQHG�ZKHWKHU�LQ�IDFW�HFR�ODEHOV�DUH�FRYHUHG�E\�WKH�7%7�$JUHHPHQW��2WKHUV�PDLQWDLQ�WKDW�HFR�ODEHOV�DUH�FRYHUHG�E\�WKH�7%7�WR�WKH�H[WHQW�WKDW�WKH\�FRQYH\�LQIRUPDWLRQ�DERXW�WKH�FKDUDFWHULVWLFV�RI�D�SURGXFW� LWVHOI�� EXW� WKDW� WKH\� IDOO� IRXO� RI� WKH�$JUHHPHQW� LQ� WKRVH� LQVWDQFHV�ZKHQ� WKH\� VHHN� WR�FRQYH\�LQIRUPDWLRQ�DERXW�WKRVH�SURFHVVHV�DQG�SURGXFWLRQ�PHWKRGV��330��QRW�HPERGLHG�LQ�WKH�ILQDO�SURGXFW��$QRWKHU�YLHZ�LV�WKDW�ODEHOV�PD\�EH�XVHG�WR�GLIIHUHQWLDWH�EHWZHHQ�SURGXFWV�RQ�WKH�EDVLV� QRW� MXVW� RI� WKH� ILQDO� SURGXFW¶V� FKDUDFWHULVWLFV�� EXW� DOVR� LQ� WKH� ZD\� LQ� ZKLFK� WKH\� DUH�SURGXFHG�
7KH�:72�LVVXHG�D�GUDIW�PLQLVWHULDO�GHFODUDWLRQ�DKHDG�RI�WKH�)RXUWK�0LQLVWHULDO�&RQIHUHQFH�WKDW�ZDV�KHOG�LQ�'RKD��4DWDU��UH�HPSKDVLVLQJ�WKH�IDFW�WKDW�HFR�ODEHOOLQJ�HIIRUWV�VKRXOG�QRW�EHFRPH�GLVJXLVHG� WUDGH� UHVWULFWLRQV� DQG� FDOOLQJ� RQ� WKH�&RPPLWWHH� RQ� 7HFKQLFDO� %DUULHUV� WR� 7UDGH WR�H[SHGLWH� LWV�ZRUN�RQ�ODEHOOLQJ��7KH�UHDOLW\�RI� WKH�VLWXDWLRQ�KRZHYHU� LV� WKDW�DV�RWKHU�EDUULHUV�WR�WUDGH�DUH�UHPRYHG��HFR�ODEHOV�PD\�SRWHQWLDOO\�EH�XVHG�DV�D�JXLVH�IRU�SURWHFWLRQLVP�
'LVFXVVLRQV�LQ�YDULRXV�LQWHUQDWLRQDO�IRUD�KDYH�JHQHUDOO\�FRQFOXGHG�WKDW�HFR�ODEHOOLQJ�LV�D�YDOLG�HQYLURQPHQWDO�SROLF\�LQVWUXPHQW�DQG�WKDW�LW�VKRXOG�EH�GHYHORSHG�DQG�LPSOHPHQWHG�LQ�D�PDQQHU�FRQVLVWHQW�ZLWK�IXQGDPHQWDO�:72�GLVFLSOLQHV�RI�QRQ�GLVFULPLQDWLRQ�DQG�QDWLRQDO�WUHDWPHQW��$�
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QXPEHU�RI�SRVVLEOH�VROXWLRQV�WR�SURPRWH�WKH�FRPSDWLELOLW\�RI�WUDGHDQG�HQYLURQPHQWDO�LQWHUHVWV�KDYH� EHHQ� SURSRVHG�� 7KHVH� LQFOXGH� IRU� H[DPSOH��LQFUHDVLQJ� WUDQVSDUHQF\� LQ� WKH� SURFHVV� RI�GHYHORSLQJ� DQG� DZDUGLQJ� HFR�ODEHOV�� HVWDEOLVKLQJ� PXWXDO� UHFRJQLWLRQ� EHWZHHQ� HFR�ODEHOOLQJ�VFKHPHV�DQG�SURPRWLQJ�HTXLYDOHQFLHV�EHWZHHQ�HFR�FULWHULD��GHDOLQJ�SURSHUO\�ZLWK�330�UHODWHG�FULWHULD� DQG� FRPSOLDQFH� ZLWK� ORFDO� HQYLURQPHQWDO� UHJXODWLRQV�� HVWDEOLVKLQJ� LQWHUQDWLRQDO�SULQFLSOHV� �VXFK� DV� WKH� ,62� HFR�ODEHOOLQJ� SULQFLSOHV��� DQG� GHDOLQJ� ZLWK� VSHFLDO� QHHG� RI�GHYHORSLQJ�FRXQWULHV�DQG�WHFKQLFDO�DVVLVWDQFH��
:KLOVW�WKH�SRWHQWLDO�LPSDFW�RI�HFR�ODEHOOLQJ�RQ�WUDGH�DQG�WKH�GLVFXVVLRQV�WR�DGGUHVV�WKH�SRVLWLRQ��LQ�SDUWLFXODU��RI�GHYHORSLQJ�FRXQWULHV�KDV�QRW�EHHQ�ILQDOLVHG��LW�ZLOO�EH�LPSRUWDQW�IRU�WKH�'7,�WR�NHHS� DEUHDVW� RQ� WKH� GLVFXVVLRQV� DQG� GHFLVLRQV� ZLWK� D� YLHZ� WR� DVVHVVLQJ� WKH� LPSOLFDWLRQV� IRU�6RXWK�$IULFDQ�WUDGH�
��� 6RFLR�(FRQRPLF�$VVHVVPHQW�RI�6RXWK�$IULFD�YLV �j�YLV�)RUHLJQ�(FR�/DEHOV7KH�VRFLR�HFRQRPLF�DVVHVVPHQW�RI�6RXWK�$IULFD�YLV�j�YLV�IRUHLJQ�HFR�ODEHOV�FRQFHQWUDWHV�RQ�D�XQGHUWDNLQJ� D� WKRURXJK DQDO\VLV� RI� WKH� VWUXFWXUH� RI� 6RXWK� $IULFD¶V� WUDGH�� 6LQFH� WKH� DJUHHG�HPSKDVLV� RI� WKH� 3KDVH� 7ZR� UHSRUW� LV� RQ� WKH� (XURSHDQ� 8QLRQ¶V� HFR�ODEHO�� WUDGH� IORZV��VSHFLILFDOO\�H[SRUWV��EHWZHHQ�6RXWK�$IULFD�DQG�LWV�PDLQ�(8�WUDGH�SDUWQHUV�IRUP�WKH�FRUH�DUHD�RI�HPSKDVLV�LQ�WKLV�UHJDUG�
6WUXFWXUH�RI�6RXWK�$IULFDQ�WUDGH�E\�EHQHILFLDWLRQ$�FRPELQHG�TXDQWLWDWLYH�DQG�TXDOLWDWLYH�DSSURDFK�ZDV�XVHG�LQ�GHWHUPLQLQJ�WKH�OLNHO\�LPSDFW�RI�IRUHLJQ� HFR�ODEHOV� �VSHFLILFDOO\� WKH� (8� HFR�ODEHO�� RQ� WKH� 6RXWK� $IULFDQ� HFRQRP\�� HVSHFLDOO\�ZLWK� UHJDUG� WR�PDUNHW�DFFHVV� LVVXHV�� ,Q�RUGHU� WR�REWDLQ�D� WKRURXJK�XQGHUVWDQGLQJ�DQG� UHOLDEOH�LQGLFDWLRQ�RI� WKLV�� LW�ZDV�ILUVW�GHPRQVWUDWHG� WKDW� WKH�6RXWK�$IULFDQ�HFRQRP\�KDV�PRYHG�DZD\�IURP� LWV� H[FHVVLYH� UHOLDQFH�RQ�UDZ�PDWHULDOV �H�J��PLQLQJ�� H[SRUWV� WRZDUGV� D� VLWXDWLRQ�ZKHUH�PDQXIDFWXUHG� SURGXFWV� QRZ� IRUP� WKH�PRVW� LPSRUWDQW� EURDG� H[SRUW� FDWHJRU\�� 7KH� EHQHILWV� RI�WKLV� DUH� PDQLIROG�� QRW� RQO\� GRHV� WKLV� LQGLFDWH� D� ORZHU� GHSHQGHQFH� RI� DQG� VXVFHSWLELOLW\� WR�F\FOLFDO�IOXFWXDWLRQV�RI�UDZ�PDWHULDO�SULFHV��EXW�WKH�EHQHILWV�DFFUXLQJ�WR�DQ�HFRQRP\�IURP�VXFK�KLJKHU�YDOXH�DGGHG�SURGXFWLRQ�DUH� IDU�PRUH� VLJQLILFDQW��7KH�DQDO\VLV�DOVR� VKRZV� WKDW�� LQGHHG��H[SRUWV� DQG� PDUNHW� DFFHVV� LVVXHV� KDYH� EHFRPH� PXFK� JUHDWHU� LVVXHV� IRU� WKH� FXUUHQW� 6RXWK�$IULFDQ�HFRQRP\��$V�LV�GHPRQVWUDWHG�E\�WKH�PRUH�GHWDLOHG�DQDO\VLV�RI�WUDGH�ODWHU��WKRXJK��WKH�WKHRUHWLFDO� H[WHQVLRQ� WKDW�PDUNHW�DFFHVV�QHFHVVDULO\� LQFOXGHV� LVVXHV�DURXQG�HFR�ODEHOOLQJ�GRHV�QRW�QHFHVVDULO\�DSSO\�WR�WKH�FXUUHQW�6RXWK�$IULFDQ�WUDGH�UHJLPH�
6RXWK� $IULFD� KDV� HQJDJHG� LQ� VLJQLILFDQWO\� JUHDWHU� YDOXH� RI� LQWHUQDWLRQDO� WUDGH� RYHU� WKH� SDVW�GHFDGH��7KLV� LV� FOHDUO\�GHPRQVWUDWHG� LQ� WKH�3KDVH�7ZR�5HSRUW��ZKLFK�VKRZV� WKDW� LQ� WKH� ILYH�\HDU� SHULRG� XQGHU� UHYLHZ� ������������� WRWDO� WUDGH� KDV� LQFUHDVHG� E\� ����� ([SRUWV� RI� 6RXWK�$IULFDQ�SURGXFWV�KDYH�UHFHQWO\�RYHUWDNHQ�LPSRUWV��DQG�QRZ�UHVXOW�LQ�D�VLJQLILFDQW�WUDGH�VXUSOXV��7KLV� ODWWHU� REVHUYDWLRQ� GHPRQVWUDWHV� WKDW� 6RXWK� $IULFDQ� SURGXFHUV� DUH� PDNLQJ� LQURDGV� LQWR�IRUHLJQ�PDUNHWV�DW�D�IDVWHU�UDWH�WKDQ�IRUHLJQ�SURGXFHUV�DUH�SHQHWUDWLQJ�WKH�6RXWK�$IULFDQ�PDUNHW�
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$QDO\VLV�RI�6RXWK�$IULFDQ�([SRUWV�LQ�(8�(FR�ODEHO�3URGXFW�&DWHJRULHV$�EURDG�DQDO\VLV�ZDV�XQGHUWDNHQ�RI�6RXWK�$IULFD¶V�ZRUOGZLGH�WUDGH��UHYHDOLQJ�WKH�GRPLQDQFH�RI� WKH� (8� DV� 6RXWK� $IULFD¶V� ODUJHVW� WUDGH� SDUWQHU��� IROORZHG� E\� D� GHWDLOHG� DQDO\VLV RI� 6RXWK�$IULFD¶V� H[SRUWV� WR� LWV� PDLQ� (8� WUDGH� SDUWQHUV�� $Q� RYHUYLHZ� RI� FXUUHQW� GHYHORSPHQWV� ZLWK�UHJDUG� WR� WUDGH� DJUHHPHQWV�� PRVW� QRWDEO\� WKH� 6$�(8� 7UDGH� DQG� 'HYHORSPHQW� &RUSRUDWLRQ�$JUHHPHQW�� LV�SURYLGHG� LQ�RUGHU� WR�XQGHUOLQH� WKH�(8¶V� OLNHO\�FRQWLQXHG� LPSRUWDQFH�DV�D� WUDGH�SDUWQHU�WR�6RXWK�$IULFD��
7KLV�GHWDLOHG�DQDO\VLV�ZDV�XQGHUWDNHQ� LQ�RUGHU� WR�TXDQWLI\�FXUUHQW�H[SRUWV� WR� WKH�(8�LQ� WKRVH�FDWHJRULHV�WKDW�DUH�SRWHQWLDOO\�DIIHFWHG�E\�WKH�(8�HFR�ODEHO��)RU�WKLV�SXUSRVH��LW�ZDV�IRXQG�WKDW�RYHU�����RI�DOO�RI�6RXWK�$IULFD¶V�WUDGH�ZLWK�WKH�(8�FXUUHQWO\�RFFXUV�ZLWK�RQO\�ILYH�FRXQWULHV��QDPHO\�*HUPDQ\�� WKH�8QLWHG�.LQJGRP�� ,WDO\��1HWKHUODQGV� DQG� )UDQFH�� 7KLV� FRQFHQWUDWLRQ� RI�WUDGH� WKHUHIRUH� DOORZV� D� TXDQWLILFDWLRQ� RI� 6RXWK� $IULFD¶V� H[SRUWV� LQ� WKH� ³DIIHFWHG´� SURGXFW�FDWHJRULHV� WR� WKHVH� FRXQWULHV� WR� IRUP� D� UHOLDEOH� LQGLFDWRU� RI� WKH� SRWHQWLDO� LPSDFW� WKDW� WKH�(8�IORZHU�PD\�KDYH�RQ�6RXWK�$IULFD¶V�H[SRUWV�WR�WKH�(8�DV�D�ZKROH�
7KH� TXDQWLILFDWLRQ� RI� 6RXWK�$IULFD¶V� H[SRUWV� LQ� WKH� FDWHJRULHV�ZKHUH� DQ�(8� HFR�ODEHO� H[LVWV�UHYHDOV�WKDW�6RXWK�$IULFD¶V�H[SRUWV�LQ�WKHVH�SURGXFW�FDWHJRULHV�DUH�IDLUO\�LQVLJQLILFDQW��:LWK�WKH�H[FHSWLRQ� RI� FORWKLQJ� DQG� WH[WLOHV�� ZKHUH� 6RXWK� $IULFDQ� SURGXFHUV� HQMR\� VLJQLILFDQW� H[SRUW�PDUNHW�SHQHWUDWLRQ�LQ�WKH�(8��WKH�GDWD�IRU�PRVW�SURGXFW�FDWHJRULHV�LQGLFDWHV�D�QHJOLJLEOH�LPSDFW�RQ� 6RXWK� $IULFD¶V� H[SRUWV� LQ� WHUPV� RI� PDUNHW� DFFHVV�� ,Q� RWKHU� ZRUGV�� 6RXWK� $IULFDQ�PDQXIDFWXUHUV� �ZLWK� WKH�H[FHSWLRQ�RI� WKH�FORWKLQJ�DQG� WH[WLOH� LQGXVWULHV��RQ� WKH�ZKROH�GR�QRW�FXUUHQWO\� H[SRUW� DQ\� VLJQLILFDQW�TXDQWLWLHV�RU�YDOXH�RI�H[SRUWV� WR� WKH�(8� LQ� WKH�FDWHJRULHV� IRU�ZKLFK�(8�HFR�ODEHO�FULWHULD�KDYH�EHHQ�HVWDEOLVKHG������� ,PSOLFDWLRQV�IRU�3URGXFHUV���0DQXIDFWXUHV�RI�0HHWLQJ�WKH�(8�)ORZHU�&ULWHULD'XH�WR�WKH�ODUJH�YDULHW\�LQ�WKH�VL]H��PDUNHW�VWUXFWXUH�DQG�HQYLURQPHQWDO�PDQDJHPHQW�SUDFWLFHV�DPRQJVW�WKH�LQGLYLGXDO�PDQXIDFWXUHUV�ZLWKLQ�HDFK�SURGXFW�FDWHJRU\��LW�LV�QRW�SRVVLEOH�WR�SURYLGH�DQ�DFFXUDWH�RU�PHDQLQJIXO�TXDQWLILFDWLRQ RI�WKH�FRVW�LPSOLFDWLRQV�IRU�FRPSDQLHV�WR�FRPSO\�ZLWK�WKHVH�FULWHULD��)XUWKHUPRUH�WKHUH�LV�QRW�VHHQ�WR�EH�DQ\�PHULW�LQ�XQGHUWDNLQJ�VXFK�TXDQWLILFDWLRQ�DW�WKLV�VWDJH��7KHUH�DUH�D�QXPEHU�RI�UHDVRQV�IRU�WKLV��x 6RXWK�$IULFD�GRHV�QRW� FXUUHQWO\� HQMR\�PDMRU� H[SRUW�PDUNHW�SHQHWUDWLRQ� LQ�DQ\�RI� WKH�(8�SURGXFW�FDWHJRULHV��RWKHU�WKDQ�WH[WLOHV�DQG�FORWKLQJ��x )RU� WKRVH�SURGXFW�FDWHJRULHV�ZKHUH� WKHUH� LV�D�SDUWLFXODU�SRWHQWLDO� IRU�HFR�ODEHOV� WR�KDYH�D�PHDQLQJIXO� LPSDFW� �LQ� WKH� ORQJHU� WHUP��� LW� LV� DSSDUHQW� IURP� YDULRXV� LQWHUQDWLRQDO� VWXGLHV�WKDW�DW�SUHVHQW�VXFK�ODEHOV�FXUUHQWO\�KDYH�D�QHJOLJLEOH�LPSDFW�RQ�H[SRUW�PDUNHWV��x :KHQ��DQG�LI��HFR�ODEHOV�ZLOO�LQ�IDFW�EHFRPH�D�PHDQLQJIXO�FRQVLGHUDWLRQ�RQ�ORFDO�H[SRUWV��LW� LV� KLJKO\� OLNHO\� WKDW� WKH� FULWHULD� ZLOO� KDYH� EHFRPH�PRUH� VWULQJHQW�� ,Q� WKLV� UHJDUG� LW� LV�SHUWLQHQW�WR�EHDU�LQ�PLQG�WKDW�7\SH�,�HFR�ODEHOV��E\�GHVLJQ��DUH�UHJXODUO\�XSGDWHG�ZLWK�WKH�DLP�RI�HQVXULQJ�WKDW�RQO\�WKH�³HQYLURQPHQWDO�EHVW�LQ�FODVV´�SURGXFWV�DUH�ODEHOOHG��
1RWZLWKVWDQGLQJ�WKHVH�FDYHDWV��LW�LV�VXJJHVWHG�WKDW�WKHUH�LV�QHYHUWKHOHVV�PHULW�LQ�DVVHVVLQJ�VRPH�RI�WKH�SRWHQWLDO�LPSOLFDWLRQV�DOEHLW�DW�D�YHU\�JHQHUDO OHYHO��6XFK�DQ�DVVHVVPHQW�ZLOO�EH�XVHIXO�LQ�LGHQWLI\LQJ� ZKHWKHU� FRPSOLDQFH� ZLWK� WKH� (8� FULWHULD� FRXOG� FRQVWLWXWH� D� SRWHQWLDO� ³VKRZ�VWRSSHU´� IRU� FHUWDLQ� VHFWRUV� LQ� WHUPV� RI� DFFHVVLQJ�(8�PDUNHWV�� RU�ZKHWKHU� LQ� IDFW�PRVW� ORFDO�
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± 3DJH��� ±

FRPSDQLHV� ZRXOG� EH� DEOH� WR� FRPSO\� ZLWK� UHDVRQDEOH� H[SHQVH�� 6HFRQGO\�� LW� LV� XVHIXO� LQ�LGHQWLI\LQJ� NH\� DFWLYLWLHV� WKDW� JRYHUQPHQW� FDQ� WDNH� WR� DVVLVW� ORFDO�PDQXIDFWXUHUV� LQ�SUHSDULQJ�IRU�SRVVLEOH�FRPSOLDQFH�ZLWK�WKH�(8��DQG�RWKHU��HFR�ODEHOV�LQ�WKH�VKRUW�DQG�ORQJHU�WHUPV�
2Q� WKH�EDVLV�RI�WKH�GHWDLOHG� UHYLHZ�RI� WKH� ODEHOOLQJ�FULWHULD� WKDW� LV�XQGHUWDNHQ�IRU�HDFK�RI� WKH�QLQHWHHQ�SURGXFW�FDWHJRULHV�FRYHUHG�E\� WKH�(8�(FR�ODEHO� �VHH�6HFWLRQ�����DQG�$SSHQGL[���RI�WKH�3KDVH�7ZR�5HSRUW��LW�LV�DSSDUHQW�WKDW�FRPSOLDQFH�ZLWK�WKH�(8�FULWHULD�PD\�KDYH�LPSRUWDQW�LPSOLFDWLRQV�IRU�ORFDO�SURGXFHUV��:KLOH�WKH�VSHFLILF�FRVW�LPSOLFDWLRQV��DQG�WKH�DVVRFLDWHG�VRFLR�HFRQRPLF�LPSDFWV��LQFOXGLQJ�IRU�H[DPSOH�WKH�SRWHQWLDO�IRU�MRE�ORVVHV���ZLOO�YDU\�VLJQLILFDQWO\�RQ�D� FDVH�E\�FDVH� EDVLV� EHWZHHQ� SURGXFW� JURXSV� DQG� LQGLYLGXDO�PDQXIDFWXUHUV�� LW� LV� QHYHUWKHOHVV�SRVVLEOH� WR� LGHQWLI\� WKH� JHQHULF� LPSOLFDWLRQV� DVVRFLDWHG� ZLWK� PHHWLQJ� WKH� (8� FULWHULD��'HSHQGLQJ� RQ� WKH� QDWXUH� RI� WKH� SURGXFW� DQG� WKH� PDQXIDFWXULQJ� VHFWRU�� ORFDO� SURGXFHUV� DQG�PDQXIDFWXUHUV�ZLVKLQJ�WR�DFKLHYH�FRPSOLDQFH�PD\�EH�UHTXLUHG�IRU�H[DPSOH�WR�x &ROODWH� LQIRUPDWLRQ� DQG� WHFKQLFDO� GDWD� RQ� WKH� SHUIRUPDQFH� RI� WKHLU� SURGXFWV� DW� GLIIHUHQW�VWDJHV�LQ�WKH�SURGXFW�FKDLQ��x ,PSOHPHQW� FKDQJHV� HLWKHU� WR� WKHLU� SURGXFWLRQ� SURFHVVHV� DQG�RU� WR� WKH� QDWXUH� RI� WKH� UDZ�PDWHULDOV�DQG FRPSRQHQWV�WKDW�WKH\�DUH�XVLQJ��x ,QFOXGH� VSHFLILF� LQIRUPDWLRQ� RQ� WKH� SURGXFW� SDFNDJLQJ� WKDW� SURYLGHV� LQIRUPDWLRQ� WR� WKH�FRQVXPHU�RQ�PHDVXUHV�WR�EH�DGRSWHG�IRU�PLQLPLVLQJ�WKH�SURGXFW¶V�HQYLURQPHQWDO�LPSDFW��x ,PSOHPHQW� D� WDNH�EDFN�SROLF\� LQ� WHUPV�RI�ZKLFK�SURGXFHUV�ZLOO� KDYH� WR�RIIHU� WR� WDNH� WKH�SURGXFW�EDFN�IUHH�RI�FKDUJH�IRU�UHF\FOLQJ�RU�UHIXUELVKPHQW��HLWKHU�WKHPVHOYHV�RU�WKURXJK�DQ�VSHFLDOO\�FRPPLVVLRQHG�JURXS��
$V� QRWHG� HDUOLHU�� GXH� WR� WKH� ODUJH� YDULHW\� LQ� WKH� VL]H�� PDUNHW� VWUXFWXUH� DQG� HQYLURQPHQWDO�PDQDJHPHQW�SUDFWLFHV�DPRQJVW�WKH�LQGLYLGXDO�PDQXIDFWXUHUV�ZLWKLQ�HDFK�SURGXFW�FDWHJRU\��LW�LV�QRW� SRVVLEOH WR� SURYLGH� DQ� DFFXUDWH� RU�PHDQLQJIXO� TXDQWLILFDWLRQ RI� WKH� FRVW� LPSOLFDWLRQV� IRU�FRPSDQLHV� WR� FRPSO\�ZLWK� WKHVH� FULWHULD��'HVSLWH� WKLV� FDYHDW� LW� LV� VXJJHVWHG� WKDW� DW� D� JHQHUDO�OHYHO�± SDUWLFXODUO\�DV�UHJDUGV�PRVW�RI�WKH�ODUJHU�FRPSDQLHV�LQ�6RXWK�$IULFD�± LW�LV�QRW�IRUHVHHQ�WKDW�FRPSOLDQFH�ZLWK�WKH�HFR�ODEHO�FULWHULD�ZLOO�QHFHVVDULO\�FRQVWLWXWH�D�VXEVWDQWLDO�EDUULHU��7KLV�LQLWLDO�JHQHUDO�FRQFOXVLRQ�LV�VXSSRUWHG�E\�WKH�H[SHULHQFHV�IURP�WKH�'$1&('��QRZ�'$1,'$��VXSSRUWHG�SURMHFW�RQ�&OHDQHU�3URGXFWLRQ�LQ�WKH�6RXWK�$IULFDQ�WH[WLOH�LQGXVWU\��GXULQJ�ZKLFK�D�QXPEHU�RI�FRPSDQLHV�XQGHUWRRN�WKH�SURFHGXUH�RI�DSSO\LQJ�IRU�WKH�(XURSHDQ�WH[WLOHV�HFR�ODEHO���,QLWLDO�UHVXOWV�RI�WKLV�VWXG\�LQGLFDWH�WKDW�WKH�SURFHVV�RI�VHFXULQJ�FHUWLILFDWLRQ�DJDLQVW�WKH�FULWHULD�RI�WKH�(8�IORZHU�ZDV�QRW�WRR�RQHURXV�IRU�WKH�6RXWK�$IULFDQ�SURGXFHUV��:KLOH�LW�LV�FOHDU�WKDW�WKLV�H[SHULHQFH� FDQQRW� EH� VHHQ� DV� QHFHVVDULO\� UHSUHVHQWDWLYH� IRU� WKH� IXOO� UDQJH� RI� 6RXWK� $IULFDQ�LQGXVWU\�VHFWRUV��LW�LV�QHYHUWKHOHVV�LQVWUXFWLYH�DW�D�JHQHUDO�OHYHO����� *HQHUDO�,PSOLFDWLRQV�IRU�*RYHUQPHQW�2Q�WKH�EDVLV�RI�WKH�DQDO\VLV�XQGHUWDNHQ�LQ�&KDSWHU����LW�LV�VXJJHVWHG�WKDW�± ZLWK�WKH�H[FHSWLRQ�RI�WH[WLOHV�DQG�FORWKLQJ�± 6RXWK�$IULFD�GRHV�QRW�HQMR\�PDMRU�H[SRUW�PDUNHW�SHQHWUDWLRQ�LQ�DQ\�RI�WKH� SURGXFW� FDWHJRULHV� IRU�ZKLFK�(8�HFR�ODEHOV� H[LVW� DQG�DSSURSULDWH� HFRORJLFDO� FULWHULD�KDYH�EHHQ�GUDZQ�XS�� ,Q�FXUUHQW�FLUFXPVWDQFHV�� HFR�ODEHOOLQJ� LV�QRW� VHHQ� WR�FRQVWLWXWH�D�PHDQLQJIXOWUDGH� EDUULHU� WR� ORFDO� H[SRUWV��ZLWK� WKHUH� EHLQJ� YHU\� OLWWOH� HYLGHQFH�± ERWK� LQ� WHUPV� RI� 6RXWK�$IULFDQ� H[SRUWV�� DV� ZHOO� DV� IURP� GHYHORSLQJ� FRXQWULHV� PRUH� JHQHUDOO\�± RI� ODEHOV� KLQGHULQJ�IRUHLJQ�H[SRUWV��(YHQ�LQ�WKH�LQVWDQFH�RI�WKH�ORFDO�EXVLQHVV�VHFWRU�WKDW�FRXOG�SRWHQWLDOO\�EH�PRVW�



(FR�ODEHOOLQJ�DQG�6RXWK�$IULFD�± ([HFXWLYH�6XPPDU\ -DQXDU\�����

± 3DJH��� ±

DIIHFWHG� E\� ODEHOOLQJ� UHTXLUHPHQWV� ± WH[WLOHV� ± WKHUH� LV� QR� HYLGHQFH� RI� HFR�ODEHOOLQJ� EHLQJ�LGHQWLILHG�DV�FRQVWLWXWLQJ�D�PDUNHWLQJ�EHQHILW�
)DFLOLWDWLQJ�&RPSOLDQFH�ZLWK�)RUHLJQ�(FR�ODEHOOLQJ�6FKHPHV:LWK�WKH�DLP�RI�DVVLVWLQJ�UHOHYDQW�FRPSDQLHV�WR�TXDOLI\�IRU�WKH�ODEHO�LQ�WKH�PRVW�FRVW�HIIHFWLYH�PDQQHU��JRYHUQPHQW�KDV�D�SRWHQWLDOO\� LPSRUWDQW�FDWDO\WLF� UROH� WR�SOD\��7KHVH�DFWLYLWLHV��ZKLFK�PD\�EH�XQGHUWDNHQ�DV�SDUW�RI�WKH�'HSDUWPHQW�RI�7UDGH�DQG�,QGXVWU\¶V�H[LVWLQJ�H[SRUW�LQFHQWLYH�LQLWLDWLYHV��LQFOXGH�LQ�SDUWLFXODU�x 0RQLWRULQJ�DQG�LQIRUPLQJ�UHOHYDQW�PDQXIDFWXULQJ�VHFWRUV�RI�WKH�RQJRLQJ�GHYHORSPHQWV�LQ�HFR�ODEHOOLQJ��ZLWK�D�SDUWLFXODU�IRFXV�RQ�� 'HYHORSPHQWV�LQ�WKH�HDUOLHU�LGHQWLILHG�SULRULW\�VHFWRUV�LQ�WKH�(8� 7KH�GHYHORSPHQW�RI�,QWHJUDWHG�3URGXFW�3ROLF\��,33��LQ�WKH�(8�� 7UHQGV�LQ�HFR�ODEHOOLQJ�KDUPRQLVDWLRQ�LQLWLDWLYHV� 'HYHORSPHQWV� LQ� UHOHYDQW� LQWHUQDWLRQDO� IRUXPV� �VXFK�DV�:72��81&7$'�DQG�2(&'��UHODWLQJ�WR�HFR�ODEHOOLQJ�DQG�LQWHUQDWLRQDO�WUDGHx 6XSSRUWLQJ�DGGLWLRQDO� VSHFLILF� UHVHDUFK� LQLWLDWLYHV�RQ�HFR�ODEHOOLQJ� LVVXHV� LQ�6RXWK�$IULFD��VSHFLILF�SRVVLEOH�UHVHDUFK�DUHD�DUH�OLVWHG�IXUWKHU�EHORZ�x $GYLVLQJ�UHOHYDQW�VWDNHKROGHUV�RQ�WKH�SRWHQWLDO�EHQHILWV�RI�DFTXLULQJ�WKH�ODEHOx 3URYLGLQJ�DVVLVWDQFH�DQG�RU�LQFHQWLYHV�WR�FRPSDQLHV�WR�DFTXLUH�WKH�UHOHYDQW�ODEHOx ([SORULQJ� WKH� RSWLRQ� RI� SURYLGLQJ� VSHFLDO� DVVLVWDQFH� WR� 600(V� WKURXJK� WKH� GLIIHUHQW�VFKHPHV�KRXVHG�LQ�WKH�'7,�IDPLO\�RI�LQVWLWXWLRQV�x )DFLOLWDWLQJ� FDSDFLW\� EXLOGLQJ� LQ� FHUWDLQ� DUHDV� LQFOXGLQJ� SURGXFW� DQG� VHUYLFH� OLIH� F\FOH�DVVHVVPHQWV��DV�ZHOO�DV�RQ�WKH�HQYLURQPHQWDO�DVSHFWV�RI�SURGXFWV�DQG�VHUYLFHV�LQ�JHQHUDO�x ([DPLQLQJ� WKH�SRWHQWLDO� IRU� LQQRYDWLYH�SROLF\� LQVWUXPHQWV�DV�SDUW�RI�DQ� LQWHJUDWHG�SROLF\�DLPHG�DW�VKLIWLQJ�WKH�IRFXV�IURP�SURFHVV�LVVXHV�WRZDUGV�SURGXFW�EDVHG�FRQFHUQV��
,QWURGXFLQJ�D�3RVVLEOH�6RXWK�$IULFDQ�(FR�/DEHOOLQJ�6FKHPH�)RU�WKH�UHDVRQV�RXWOLQHG�HDUOLHU�± DQG�EXLOGLQJ�RQ�WKH�ILQGLQJV�LQ�WKH�3KDVH�2QH�5HSRUW�± LW�LV�DUJXHG�WKDW� WKH�GHYHORSPHQW�RI�D�6RXWK�$IULFDQ�VSHFLILF�HFR�ODEHOOLQJ�LQLWLDWLYH�VKRXOG�QRW�EH�SXUVXHG� LI� WKH SULQFLSDO� REMHFWLYH� LV� WR� LPSURYH� DFFHVV� WR� IRUHLJQ�PDUNHWV� LQ�ZKLFK� WKHUH� DUH�H[LVWLQJ� ODEHOOLQJ� VFKHPHV�� $V� UHJDUGV� WKH� JRDO� RI� SURPRWLQJ� VXVWDLQDEOH� FRQVXPSWLRQ� DQG�SURGXFWLRQ� LQ� 6RXWK� $IULFD�� LW� LV� UHFRPPHQGHG� WKDW� FDUHIXO� FRQVLGHUDWLRQ� EH� JLYHQ� WR� WKH�ILQGLQJV� DQG� JHQHUDO� LPSOLFDWLRQV� RXWOLQHG� LQ� WKH� 3KDVH� 2QH� 5HSRUW�� EHIRUH� SXUVXLQJ� WKH�GHYHORSPHQW� RI� D� QDWLRQDO� HFR�ODEHOOLQJ� LQLWLDWLYH�� )XUWKHUPRUH�� LW� LV� UHFRPPHQGHG� WKDW� GXH�DWWHQWLRQ�EH�JLYHQ�WR�WKH�YDULRXV�SRVVLEOH�DOWHUQDWLYH�SROLF\�RSWLRQV�WKDWPD\�EH�LQWURGXFHG�DV�D�SRVVLEOH�VXEVWLWXWH�IRU�D�SRWHQWLDOO\�H[SHQVLYH�QDWLRQDO�HFR�ODEHOOLQJ�LQLWLDWLYH���
6KRXOG� WKH� JRYHUQPHQW� QHYHUWKHOHVV� FKRRVH� WR� SURPRWH� WKH� GHYHORSPHQW� RI� D� ORFDO� HFR�ODEHOOLQJ�LQLWLDWLYH��WKHQ�LW�LV�UHFRPPHQGHG�WKDW�WKLV�EH�SXUVXHG�E\�EXLOGLQJ�RQ�WKH�DFWLYLWLHV�RI�WKH�3URXGO\�6RXWK�$IULFDQ�FDPSDLJQ��,Q� WKLV�UHJDUG�LW� LV�DGYLVHG�WKDW� WKH�UHOHYDQW�JRYHUQPHQW�GHSDUWPHQWV� ± QDPHO\� '($7� DQG� '7,� ± HQJDJH� ZLWK� 1('/$&� �WKURXJK� ZKLFK� WKH� 36$�LQLWLDWLYH� LV� EHLQJ� DGPLQLVWHUHG�� ZLWK� WKH� DLP�RI� GHVLJQLQJ� DQG� LPSOHPHQWLQJ� WKH� UHTXLUHG�
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± 3DJH��� ±

DGGLWLRQDO� PHDVXUHV� ZLWKLQ� 36$� UHODWLQJ� WR� WKH� GHYHORSPHQW� DQG� DGPLQLVWUDWLRQ� RI� DQ� ,62�7\SH���HFR�ODEHO��7KHVH�LQFOXGH�IRU�H[DPSOH�UHDFKLQJ�DJUHHPHQW�RQ�WKH�SURFHVVHV�IRU�x 'HILQLQJ� WKH� UHOHYDQW� SURGXFW� FDWHJRULHV WR� EH� FRYHUHG� E\� WKH� LQLWLDWLYH�� ZLWK� SURYLVLRQ�EHLQJ�PDGH�IRU�WKH�SDUWLFLSDWLRQ�RI�UHOHYDQW�VWDNHKROGHU�UHSUHVHQWDWLYHV�DQG�H[SHUWV�x 'HYHORSLQJ� DSSURSULDWH� HQYLURQPHQWDO� DZDUG� FULWHULD� IRU� WKH� SURGXFW� FDWHJRU\�� ZLWK�VXIILFLHQW�FRQVLGHUDWLRQ�EHLQJ�JLYHQ�WR�SURGXFW�OLIH�F\FOH�LVVXHV��x 8QGHUWDNLQJ�SXEOLF�UHYLHZ�SULRU�WR�DGRSWLQJ�WKH�ILQDO�FULWHULD��x (YDOXDWLQJ�WKH�SURGXFW�DJDLQVW�WKH�DJUHHG�FULWHULD�DQG�LVVXLQJ�DQG�DGPLQLVWHULQJ�DQ�DGDSWHG�36$�ORJR�WR�VXFFHVVIXO�DSSOLFDQWV�x 5HYLHZLQJ�WKH�SURGXFW�FULWHULD�DQG UHQHZLQJ�DSSOLFDWLRQV�RQ�D�UHJXODU�VFKHGXOHG�EDVLV
3URPRWLQJ�(QYLURQPHQWDOO\�3UHIHUUHG�3URGXFWLRQ�DQG�&RQVXPSWLRQ�LQ�6RXWK�$IULFD�±$GGLWLRQDO�3ROLF\�2SWLRQV,Q�DGGLWLRQ� WR� LPSOHPHQWLQJ�D�GRPHVWLF�HQYLURQPHQWDO� ODEHOOLQJ�VFKHPH�± ZKLFK��DV�KDV�EHHQ�VKRZQ��PD\�QRW�QHFHVVDULO\�EH� WKH�PRVW� HIIHFWLYH�SROLF\�RSWLRQ�ZLWKLQ� FXUUHQW�6RXWK�$IULFDQ�FRQGLWLRQV� ± WKHUH� LV� D� UDQJH� RI� DOWHUQDWLYH� SROLF\� PHDVXUHV� WKDW� PD\� EH� WDNHQ� WR� SURPRWH�LPSURYHG�HQYLURQPHQWDO�SURGXFWLRQ�DQG�FRQVXPSWLRQ�SDWWHUQV��)ROORZLQJ�DUH�D�QXPEHU�RI�VXFK�SROLF\�PHDVXUHV�WKDW�PD\�EH�WDNHQ�DV�DQ�DOWHUQDWLYH�WR��RU�FRPSOHPHQWDU\�ZLWK��WKH�LQWURGXFWLRQ�RI�D�GRPHVWLF� ODEHOOLQJ�VFKHPH��7KLV� LV� LQWHQGHG�DV�D�EULHI� OLVWLQJ�RQO\�DQG�VKRXOG�EH�UHDG� LQ�FRQMXQFWLRQ�ZLWK� WKH�'7,¶V� 6XVWDLQDEOH� 3URGXFWLRQ� 6WUDWHJ\� ������� DV�ZHOO� DV� UHODWHG� SROLF\�LQLWLDWLYHV�EHLQJ�WDNHQ�IRU�H[DPSOH�E\�WKH�'($7�x ,QWURGXFLQJ�DSSURSULDWH�ILVFDO�LQFHQWLYHV�IRU�VWLPXODWLQJ�WKH�PDUNHW�IRU�³JUHHQHU�SURGXFWV´x 8VLQJ�SXEOLF�SURFXUHPHQW�WR�VWLPXODWH�GHPDQG�IRU�PRUH�VXVWDLQDEOH�SURGXFWVx ,PSOHPHQWLQJ�SURGXFW�WDNH�EDFN�OHJLVODWLRQ�LQ�VSHFLILF�LQGXVWU\�VHFWRUV�DQG�SURGXFW�JURXSV�x $GRSWLQJ�D�*UHHQ�&ODLPV�FRGH��EDVHG�RQ�,62��������DLPHG�DW�HQKDQFLQJ�WKH�FUHGLELOLW\�RI�VHOI�GHFODUHG�HQYLURQPHQWDO�FODLPVx )DFLOLWDWLQJ�WKH�DGRSWLRQ�RI�VHSDUDWH�VHFWRUDO�ODEHOOLQJ�LQLWLDWLYHV�x (QJDJLQJ�ZLWK� FRQVXPHU� RUJDQLVDWLRQV� DQG�RU� H[LVWLQJ� EUDQGV�ZLWKLQ� WKH� UHWDLO� VHFWRU� RQ�LQLWLDWLYHV�IRU�LPSURYLQJ�HQYLURQPHQWDO�SHUIRUPDQFH�WKURXJK�WKH�SURGXFW�VXSSO\�FKDLQx 5HTXLULQJ� FRPSXOVRU\� ODEHOV� RQ� VSHFLILF� LVVXHV�� EDVHG��IRU� H[DPSOH�� RQ� WKH� (8� HQHUJ\�UDWLQJ�V\VWHP�RU�UHODWLQJ�IRU�H[DPSOH�WR�WKH�GHFODUDWLRQ�RQ�SURGXFW�XVH�DQG�GLVSRVDOx ,QWURGXFLQJ� VSHFLILF� SURGXFW�EDVHG� UHJXODWRU\�PHDVXUHV� UHODWLQJ� IRU� H[DPSOH� WR� H[WHQGHG�SURGXFHU�UHVSRQVLELOLW\��VXEVWDQFH�SURKLELWLRQ�DQG�TXRWDV�IRU�UHF\FOLQJ�RU�UHF\FOHG�FRQWHQWx $GRSWLQJ� VHFWRUDO� HQYLURQPHQWDO� PDQDJHPHQW� FR�RSHUDWLRQ� DJUHHPHQWV� �(0&$V�� ± LQ�DSSURSULDWH� FLUFXPVWDQFHV�± WR� LPSURYH� DVSHFWV� RI� WKH� RYHUDOO� SHUIRUPDQFH� RI� D� SURGXFW�UDQJH�EH\RQG�H[LVWLQJ�UHJXODWRU\�UHTXLUHPHQWV���� $UHDV�IRU�)XUWKHU�5HVHDUFK2Q� WKH�EDVLV�RI� WKH� LQLWLDO� FRQFOXVLRQV�RI� WKLV� VWXG\�± DQG�VXEMHFW� WR� IXUWKHU�GLVFXVVLRQV�ZLWK�)5,'*(� ± LW� LV� SRVVLEOH� WR� LGHQWLI\� D� QXPEHU� RI� DUHDV� IRU� IXUWKHU� UHVHDUFK� UHODWLQJ� WR� WKH�LPSOHPHQWDWLRQ�RI�ODEHOOLQJ�LQLWLDWLYHV�LQ�6RXWK�$IULFD��7KHVH�LQFOXGH�IRU�H[DPSOH�
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x 8QGHUWDNLQJ� D� PRUH� GHWDLOHG� DVVHVVPHQW� RI� WKH� SRWHQWLDO� ILQDQFLDO� DQG� VRFLR�HFRQRPLF�LPSOLFDWLRQV�IRU�VSHFLILF�VHFWRUV�DQG�LQGLYLGXDO�SURGXFHUV��VKRXOG�H[LVWLQJ�ODEHOV�EHFRPLQJ�D�VLJQLILFDQW�PDUNHW�UHTXLUHPHQW�x $VVHVVLQJ� WKH� PHULW� RI� LQWURGXFLQJ� DOWHUQDWLYH� QRQ� 7\SH�,� HFR�ODEHOV� DV� D� PHDQV� IRU�LPSURYLQJ� ORFDO� HQYLURQPHQWDO� SUDFWLFHV�� LQFOXGLQJ� IRU� H[DPSOH� H[DPLQLQJ� WKH� SRWHQWLDO�IRU�LQWURGXFLQJ�7\SH�,,,�ODEHOV�FRYHULQJ�FOLPDWH�FKDQJH�DQG�HQHUJ\�HIILFLHQF\�LVVXHV�x $VVHVVLQJ� WKH�YDOXH�RI�XVLQJ�ODEHOV� LQ� WKH�FRQWH[W�RI� WRXULVP�UHODWHG�DFWLYLWLHV��DV�ZHOO�DV�IRU�DGGUHVVLQJ�WKH�SRWHQWLDO�HQYLURQPHQWDO�LPSOLFDWLRQV�DVVRFLDWHG�ZLWK�IRRG�x $VVHVVLQJ�WKH�EHQHILWV�RI�SURPRWLQJ�DGRSWLRQ�RI�LQWHUQDWLRQDO�YROXQWDU\�ODEHOOLQJ�LQLWLDWLYHV��QRQ�7\SH�,��DGPLQLVWHUHG�E\�1*2V�ZLWK�WKH�DLP�RI�LPSURYLQJ�FRQVXPSWLRQ�SDWWHUQV�x ([DPLQLQJ� WKH�SRWHQWLDO� IRU� LQQRYDWLYH�SROLF\� LQVWUXPHQWV�DV�SDUW�RI�DQ� LQWHJUDWHG�SROLF\�DLPHG�DW�VKLIWLQJ�WKH�IRFXV�IURP�SURFHVV�LVVXHV�WRZDUGV�SURGXFW�EDVHG�FRQFHUQV�
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%DUFOD\�6��3ROOXWLRQ�5HVHDUFK�*URXS��8QLYHUVLW\�RI�1DWDO��'XUEDQ�3HUVRQDO�&RPPXQLFDWLRQ%UDV�� %� �������� ,QFRUSRUDWLQJ� (QYLURQPHQWDO� ,VVXHV� LQ� 3URGXFW� 'HVLJQ� DQG� 5HDOL]DWLRQ�� 81(3� ,QGXVWU\� DQG�(QYLURQPHQW��9ROXPH����1R������&KLOGV��&��DQG�:KLWLQJ��6���������(FR�/DEHOOLQJ�DQG�WKH�*UHHQ�&RQVXPHU��:RUNLQJ�3DSHU��8QLYHUVLW\�RI�%UDGIRUG&RQVXPHUV�,QWHUQDWLRQDO�$�*XLGH�WR�WKH�,QWHUQDWLRQDO�*UHHQ�&ODLPV�&RGH -DQXDU\�����'$1&('�&OHDQHU�7H[WLOH�3URGXFWLRQ�3URMHFW��&HUWLILFDWLRQ�DQG�(FRODEHOOLQJ��1RYHPEHU�����'()5$�$FWLRQ�IRU�*UHHQHU�3URGXFWV��6HFRQG�5HSRUW�RI�WKH�$GYLVRU\�&RPPLWWHH�RQ�&RQVXPHU�3URGXFWV�DQG�WKH�(QYLURQPHQW�'HSDUWPHQW�RI�7UDGH�	�,QGXVWU\��������(FRQRPLF�'DWDEDVHV'U|JH�6�(FRORJLFDO�/DEHOOLQJ�DQG�WKH�:RUOG�7UDGH�2UJDQLVDWLRQ �',:��%HUOLQ�������'7,���������'ULYLQJ�&RPSHWLWLYHQHVV�LQ�6RXWK�$IULFD��3UHWRULD�(QYLURQPHQWDO�5HVRXUFHV�0DQDJHPHQW�6WXG\�RQ�'LIIHUHQW�7\SHV�RI�(QYLURQPHQWDO�/DEHOOLQJ��,62�7\SH�,,�DQG�,,,�/DEHOV���3URSRVDO�IRU�DQ�(QYLURQPHQWDO�/DEHOOLQJ�6WUDWHJ\��6HSWHPEHU�����(XURSHDQ�&RPPLVVLRQ�(FR�ODEHOOLQJ�3URGXFW�)DFW�6KHHWV �KWWS���HXURSD�HX�LQW�HFR�ODEHO��*HUHIIL�� *� �������� 7KH� 2UJDQLVDWLRQ� RI� %X\HU�'ULYHQ� *OREDO� &RPPRGLW\� &KDLQV�� +RZ� 86� 5HWDLOHUV� 6KDSH�2YHUVHDV�3URGXFWLRQ�1HWZRUNV��LQ�*HUHIIL�*��DQG�.RU]HQLHZLF]��HGV��&RPPRGLW\�&KDLQV�DQG�*OREDO�&DSLWDOLVP��3UDHJHU��:HVWSRUW��&7�*HUVWHQIHOG�$�DQG�5REHUWV�+��6L]H�0DWWHUV��EDUULHUV�DQG�SURVSHFWV� IRU�HQYLURQPHQWDO�PDQDJHPHQW� LQ�VPDOO�DQG�PHGLXP� VL]HG� HQWHUSULVHV LQ� +LOODU\� 5�� �HG��� ³6PDOO� DQG� 0HGLXP� 6L]HG� (QWHUSULVHV� DQG� WKH� (QYLURQPHQW��*UHHQOHDI��6KHIILHOG��������*LEERQ�� 3� ��������*OREDO� &RPPRGLW\� &KDLQV� DQG� (FRQRPLF� 8SJUDGLQJ� LQ� /HVV� 'HYHORSHG� &RXQWULHV�� &'5�:RUNLQJ� 3DSHU�� :RUNLQJ� 3DSHU� 6XEVHULHV� RQ� *OREDOLVDWLRQ DQG� (FRQRPLF� 5HVWUXFWXULQJ� LQ� $IULFD�� &HQWUH� IRU�'HYHORSPHQW�5HVHDUFK��'HQPDUN��+XPSKUH\��-� ��������2SSRUWXQLWLHV� IRU�60(V� LQ�'HYHORSLQJ�&RXQWULHV� WR�8SJUDGH�LQ�D�*OREDO�(FRQRP\��DV�\HW�XQSXEOLVKHG�3DSHU��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV��8QLYHUVLW\�RI�6XVVH[��8QLWHG�.LQJGRP�+\YlULQHQ�$��,QWURGXFWLRQ�RI�WKH�$JUHHPHQW�RQ�7H[WLOHV�DQG�&ORWKLQJ�DQG�LWV�,PSOLFDWLRQV�RQ�'HYHORSLQJ�&RXQWU\�3URGXFHUV�([SRUWHUV �,QWHUQDWLRQDO�7UDGH�&HQWUH�������,()(�DQG�,&(0�&((0�3URMHFW� IRU� WKH�3URPRWLRQ�DQG�'LIIXVLRQ�RI� WKH�(8�(FR�/DEHO� LQ�,WDO\�DQG�WKH�%HQHOX[��)LQDO�5HSRUW,,6'�(FR�ODEHOOLQJ��,WV�,PSOLFDWLRQV�IRU�&KLQD�6HSWHPEHU�����,QGXVWULDO�'HYHORSPHQW�&RUSRUDWLRQ�RI�6$�/WG�7UDGH�/LEHUDOLVDWLRQ�$VSHFWV�RI�WKH�(8�56$�7UDGH��'HYHORSPHQW�DQG�&R�RSHUDWLRQ�$JUHHPHQW��7'&$� �,'&��-RKDQQHVEXUJ�������,QWHUQDWLRQDO�,QVWLWXWH�IRU�6XVWDLQDEOH�'HYHORSPHQW�(FR�ODEHOOLQJ��,WV�,PSOLFDWLRQV�IRU�&KLQD �,,6'�������,QWHUQDWLRQDO�,QVWLWXWH�IRU�6XVWDLQDEOH�'HYHORSPHQW�(QYLURQPHQW�DQG�7UDGH��$�+DQGERRN �,,6'�����R�,QWHUQDWLRQDO� 7UDGH� &HQWHU ��������(FR�ODEHOOLQJ� DQG� RWKHU� HQYLURQPHQWDO� TXDOLW\� UHTXLUHPHQWV� LQ� WH[WLOHV� DQG�FORWKLQJ��LPSOLFDWLRQV�IRU�GHYHORSLQJ�FRXQWULHV��7UDGH�'HYHORSPHQW�6HUYLFHV��,7&������%����,,�73��*HQHYD-DQLVFK�&���06F��3HUVRQDO�FRPPXQLFDWLRQ/L� O��DQG�&UXPEOH\�&�³(FRODEHOOLQJ��7\SHV��3URJUDPV��&ULWHULD�DQG�3HUFHSWLRQV´ LQ�3ROOXWLRQ�3UHYHQWLRQ�5HYLHZ��$XWXPQ������0F&RUPLFN�� '� DQG� 6FKPLW]�� +� ��������0DQXDO� IRU� 9DOXH� &KDLQ� 5HVHDUFK� RQ� +RPHZRUNHUV� LQ� WKH� *DUPHQW�,QGXVWU\�� ,QVWLWXWH� IRU� 'HYHORSPHQW� 6WXGLHV�� 8QLYHUVLW\� RI� 1DLUREL�� .HQ\D� DQG� 8QLYHUVLW\� RI� 6XVVH[�� 8QLWHG�.LQJGRP�

http://europa.eu.int/ecolabel
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1DWLRQDO� $SSOLDQFH� DQG� (TXLSPHQW� (QHUJ\� (IILFLHQF\� &RPPLWWHH� �$XVWUDOLD��(QHUJ\� /DEHOOLQJ� DQG� 6WDQGDUGV�3URJUDPV�7KURXJKRXW�WKH�:RUOG� 0D\�����1DXPDQQ��(�� ��������$�%ULHI�2YHUYLHZ�DQG�$QDO\VLV�RI� WKH 8�6��$IULFDQ�*URZWK�DQG�2SSRUWXQLW\�$FW� �$*2$���3ROLF\�%ULHI�1R����3����'HYHORSPHQW�3ROLF\�5HVHDUFK�8QLW��8QLYHUVLW\�RI�&DSH�7RZQ1DXPDQQ�� (�� �������� (FR�ODEHOOLQJ�� 2YHUYLHZ� DQG� ,PSOLFDWLRQV� IRU� 'HYHORSLQJ� &RXQWULHV�� 3ROLF\� %ULHI� 1R����3����'HYHORSPHQW�3ROLF\�5HVHDUFK�8QLW��8QLYHUVLW\�RI�&DSH�7RZQ1DXPDQQ��(����������7KH�6RXWK�$IULFDQ�7H[WLOH�,QGXVWU\��2SSRUWXQLWLHV�DQG�&RQVWUDLQWV�ZLWK�3DUWLFXODU�5HIHUHQFH�WR� (QYLURQPHQWDO� ,VVXHV� DQG� (FR�/DEHOOLQJ�� 0&RP� �(FRQRPLFV�� 7KHVLV�� 6FKRRO� RI� (FRQRPLFV�� 8QLYHUVLW\�RI�&DSH�7RZQ1HZ�(FRQRPLFV�)RXQGDWLRQ�6RFLDO�/DEHOV��7RROV�IRU�(WKLFDO�7UDGH������2(&'���������7UDGH�,VVXHV�LQ�WKH�JUHHQLQJ�RI�3XEOLF�3XUFKDVLQJ��-RLQW�:RUNLQJ�SDUW\�RQ�7UDGH�DQG�(QYLURQPHQW��&20�7'�(19��������),1$/�2(&'�(FR�/DEHOOLQJ��$FWXDO�(IIHFWV�RI�6HOHFWHG�3URJUDPPHV��3DULV��������2&'(�*'�������2NRSRO�3URPRWLQJ�DQG�0DUNHWLQJ�WKH�(XURSHDQ�(FR�/DEHO�LQ�*HUPDQ\�DQG�$XVWULD� 0DUFK�����5R\DO�6RFLHW\�RI�&KHPLVWU\� ��������(FR�/DEHOOLQJ��/LIH�&\FOH�$VVHVVPHQW� LQ�$FWLRQ��(QYLURQPHQWDO��+HDOWK�DQG�6DIHW\�&RPPLWWHH��/RQGRQ6FKLHOOHUXS�3�DQG�:LQZDUG�-�7KH�(XURSHDQ�/DEHOOLQJ�6FKHPH�IRU�&ROG�$SSOLDQFHV �8QLYHUVLW\�RI�2[IRUG�������6($0� 3URMHFW� (FRIULHQGO\� 3URFHVVLQJ� DQG� 2EWDLQLQJ� (FR�ODEHOV�� 0LVU� IRU� 6SLQQLQJ� 	�:HDYLQJ� &R� �0DKDOOD��(J\SW�������6WXUJHRQ��7���������+RZ�GR�ZH�'HILQH�9DOXH�&KDLQV�DQG�3URGXFWLRQ�1HWZRUNV"��0,7�,3&�*OREDOLVDWLRQ�:RUNLQJ�3DSHU���������%DFNJURXQG�3DSHU�3UHSDUHG�IRU�WKH�%HOODJLR�9DOXH�&KDLQV�:RUNVKRS��,WDO\�6\QHUJLD� 3XEOLF�5HODWLRQV 'HYHORSPHQW� RI� D� 6WUDWHJ\� IRU� WKH�3URPRWLRQ� RI� WKH�(XURSHDQ�(FR�/DEHO� 6FKHPH� LQ�*UHHFH� 'HFHPEHU�����7D\ORU�1HOVRQ�6RIUHV�&RQVXOWLQJ�,QYHVWLJDWLRQ�RI�WKH�0DUNHW�,PSDFWV�DQG�3HQHWUDWLRQ�RI�WKH�(XURSHDQ�(FR�/DEHO�2YHU�WKH�<HDUV�����������DQG����������� 'HFHPEHU�����7KLDQJXDQ 3��%DODQFLQJ�7UDGH�$QG�(QYLURQPHQWDO�1HHGV��6LQJDSRUH¶V�([SHULHQFH�������,,6'8.�'HSDUWPHQW� IRU�(QYLURQPHQW�� )RRG� DQG�5XUDO�$IIDLUV�$FWLRQ� IRU�*UHHQHU�3URGXFWV�� $� WRRO�ER[� IRU� FKDQJH$SULO�������/RQGRQ81�'HSDUWPHQW� IRU�3ROLF\�&R�RUGLQDWLRQ�DQG�6XVWDLQDEOH�'HYHORSPHQW�(FR�ODEHOOLQJ�DQG�'HYHORSLQJ�&RXQWULHV�5HSRUW�DFFHVVHG�IURP��ZZZ�DHOD�RUJ�DX�(FRODEOOLQJUHVRXUFHV�KWP��81�(FRQRPLF�DQG�6RFLDO�&RXQFLO�7UDGH�DQG�(QYLURQPHQWDO�0DWWHUV�± 1RWH�E\�WKH�6HFUHWDU\�*HQHUDO��$�6������(��������81&7$'�6HFUHWDULDW��,QWHUQDWLRQDO�&RRSHUDWLRQ�RQ�(FR�/DEHOOLQJ�DQG�(FR�&HUWLILFDWLRQ�3URJUDPPHV�DQG�0DUNHW�2SSRUWXQLWLHV�IRU�(QYLURQPHQWDOO\�)ULHQGO\�3URGXFWV��7'�%�:*��������2FWREHU�����81&7$'�6HFUHWDULDW��7UDGH��(QYLURQPHQW DQG�'HYHORSPHQW�$VSHFWV�RI�(VWDEOLVKLQJ�DQG�2SHUDWLQJ�(FR�ODEHOOLQJ�3URJUDPPHV��7'�%�:*���������0DUFK�����86�(3$�(QYLURQPHQWDO�/DEHOOLQJ��,VVXHV��3ROLFLHV�DQG�3UDFWLFHV�:RUOGZLGH��'HFHPEHU�����YDQ�GHQ�0HXOHEURHFNH�$��+HW�(XURSHHV�(FR�ODEHO��+RH�SDN�LN�KHW�DDQ" �%(&2�*URXS�%9��$QWZHUS�������9LWDOLV�9�2(&'�5RXQGWDEOH�RQ�6XVWDLQDEOH�'HYHORSPHQW��7UDGH�DQG�WKH�(QYLURQPHQW��(FR�/DEHOOLQJ�DQG�:72�5XOHV �2(&'��3DULV�������:RMFLHFKRZLF]�.��6WDWLVWLFLDQ��'HSDUWPHQW�RI�7UDGH�DQG�,QGXVWU\��3UHWRULD�3HUVRQDO=DGHN��=��/LQJD\DK�6���DQG�)RUVWDWHU�0��6RFLDO�/DEHOV��7RROV�IRU�(WKLFDO�7UDGH�± )LQDO�5HSRUW ������1()
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