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'U��1RU�$VKLNLQ�0RKDPHG�<XVRI

$%675$&7

7KH�0DOD\VLDQ�ELRWHFKQRORJ\��ELRWHFK��LQGXVWU\�LV�OLWWHUHG�ZLWK�PDQ\�VPDOO�FRPSDQLHV�ZLWK�GLIIHUHQW�
SURILOHV��7KH�FRXQWU\�DQG� LWV� ORFDO�HQWHUSULVHV� IDFH VLJQLILFDQW�FKDOOHQJHV� LQ� WKHLU�TXHVW� WR�EXLOG�DQG�
GHYHORS�WKH�ORFDO�ELRWHFK�LQGXVWU\��)XUWKHUPRUH��WKHUH�DUH�VHYHUDO�XQUHVROYHG�OHJDO�SROLF\�LVVXHV�ZLWK�
UHVSHFW� WR� WKH� LQWHUSUHWDWLRQ� RI� WKH� SDWHQWDELOLW\� UHTXLUHPHQWV� IRU� ELRWHFKQRORJLFDO� LQYHQWLRQV�� 7KLV�
SDSHU�ORRNV�DW�WKH�FRQFHSW��GHILQLWLRQ�DQG�VWDQGDUG�RI�QRYHOW\ IRU�ELRWHFKQRORJ\�LQYHQWLRQV�LQ�OLJKW�RI�
WKH� GHYHORSLQJ� OHJDO� SROLF\� RQ� ELRWHFK� LQ� 0DOD\VLD�� 7KH� XQGHUVWDQGLQJ� RI� WKLV� DQG� RWKHU� OHJDO��
ILQDQFLQJ�DQG�SROLF\�FKDOOHQJHV�IDFHG�E\�ORFDO�ELRWHFKQRORJLVWV�LV�LPSRUWDQW��,W�ZRXOG�DVVLVW�0DOD\VLD�
LQ� IRUPXODWLQJ� LQLWLDWLYHV� WKDW� HQFRXUDJH� ORFDO� WHFKQRORJLFDO� DGYDQFHPHQW� DQG WKH� SURWHFWLRQ� RI�
GRPHVWLF�HFRQRPLF�LQWHUHVWV��ZKLOH�UHPDLQLQJ�FRPSHWLWLYH�DQG�DWWUDFWLYH�WR�IRUHLJQ�LQYHVWPHQW��

,QWURGXFWLRQ

,Q�RUGHU� WR�DFKLHYH� LWV�9LVLRQ��������0DOD\VLD�KDV� LGHQWLILHG�ELRWHFKQRORJ\� �ELRWHFK���� DV� D�
NH\� GULYHU� IRU� HFRQRPLF� JURZWK�� 0DOD\VLD� KDV� WKH� ULJKW� LQJUHGLHQWV� IRU� GHYHORSLQJ� D� FRPSHWLWLYH�
GRPHVWLF�DQG�LQWHUQDWLRQDO�ELRWHFK�LQGXVWU\��7KH�FRXQWU\�LV�ULFK�LQ�ELRGLYHUVLW\��KDV�D�VRXQG�ILQDQFLDO�
V\VWHP�� DQG� HQMR\V� D� VWURQJ� JRYHUQPHQWDO� FRPPLWPHQW� WR� UHVHDUFK� DQG� GHYHORSPHQW� �5	'�� 7KH�
IXWXUH� ORRNV� HYHQ� EULJKWHU�� 6KRUWO\� DIWHU� LWV� DFFHVVLRQ� WR� WKH�:RUOG� 7UDGH� 2UJDQL]DWLRQ� �:72� LQ�
������WKH�*RYHUQPHQW�DPHQGHG�LWV�3DWHQW�$FW������� WR�FRQIRUP�ZLWK�WKH�UHTXLUHPHQWV�RI�WKH�75,36�
$JUHHPHQW��

$UWLFOH����RI�WKH�75,36�$JUHHPHQW�RQO\�VWLSXODWHV�FHUWDLQ�PLQLPXP�VWDQGDUGV�IRU�LQWHOOHFWXDO�
SURSHUW\�SURWHFWLRQ�WKDW�DOO�0HPEHUV�PXVW�VDWLVI\��7KHUHIRUH��DV�D�PDWWHU�RI�SROLF\��0DOD\VLD�FRXOG�
IRU�H[DPSOH��HQDFW� VWURQJHU�SDWHQW� ODZV� VXFK�DV�EURDGHQLQJ� WKH�VFRSH�RI�SDWHQWDEOH� VXEMHFW�PDWWHU��
7KH� UHVXOWLQJ� ILQDQFLDO� UHZDUGV� IRU� LQQRYDWRUV� DQG� WKH� FRXQWU\� ZRXOG� SURYLGH� LQFHQWLYHV� IRU� WKH�
JHQHUDWLRQ�RI�QHZ�LQWHUHVW�IRU�5	'�DFWLYLWLHV��

'U��1RU�$VKLNLQ�0RKDPHG�<XVRI��0DOD\VLD� LV�FXUUHQWO\�WKH�'HSXW\�'HDQ�DW�870�3HUGDQD�6FKRRO�
RI�6FLHQFH�7HFKQRORJ\�DQG�,QQRYDWLRQ�3ROLF\��6KH�KROGV�D�3K'�LQ�/DZ�IURP WKH�8QLYHUVLW\�RI�1RWWLQJKDP�LQ�
WKH 8QLWHG�.LQJGRP� ZKHUH�VKH�VSHFLDOL]HG LQ�LQWHOOHFWXDO�SURSHUW\��+HU�WKHVHV�DW�ERWK�0DVWHU�DQG�3K'�OHYHOV�
UHYROYHG�DURXQG�ELRWHFKQRORJ\��SDWHQWV� ODZ�DQG� WKH� LQWHOOHFWXDO�SURSHUW\�UHJLPHV�RI�GHYHORSLQJ�FRXQWULHV�� 'U��
1RU�0RKDPHG�<XVRI�LV�DOVR�YHQWXULQJ�LQWR�,VODPLF�LQWHOOHFWXDO�SURSHUW\�ODZ��D�ODUJHO\�XQH[SORUHG ILHOG��6KH�LV�
DOVR�KHDGLQJ�VHYHUDO�UHVHDUFK�SURMHFWV�RQ�LQWHOOHFWXDO�SURSHUW\�LQ�DUHDV� VXFK�DV�LQWHOOHFWXDO�SURSHUW\�VWUDWHJ\�IRU�
60(V� LQ� ELRWHFK�� HDUO\� HGXFDWLRQ� RI� LQWHOOHFWXDO� SURSHUW\�� DQG� ,VODPLF� WUDGHPDUN� ODZ�� 6KH LV� DOVR SURYLGLQJ�
FRQVXOWDQF\�DQG UHVHDUFK�ZRUN�IRU�YDULRXV�SDUWLHV� VXFK�DV�WKH�0LQLVWU\�RI�+LJKHU�(GXFDWLRQ��0DOD\VLD��

� 2QFH�D�ELRWHFKQRORJLFDO�LQYHQWLRQ�VDWLVILHV�WKH�QRYHOW\�DQG�WKH�RWKHU�WZR�SDWHQWDELOLW\�UHTXLUHPHQWV��
KH�ZRXOG�EH�UHZDUGHG�ZLWK�SDWHQW�SURWHFWLRQ�IRU�KLV�LQFHQWLYH�LQ�UHVHDUFK�DQG�LQQRYDWLRQ��7KH�UHZDUG�LQFHQWLYH�
PDNHV�UHVHDUFK�DQG�LQQRYDWLRQ�DFWLYLWLHV�YHU\�UHZDUGLQJ��,W WKXV�HQFRXUDJHV IXUWKHU�LQQRYDWLRQ� ZKLOH�DWWUDFWLQJ
QHZ�SOD\HUV�WR�MRLQ�LQ�WKH�UHVHDUFK�FRPPXQLW\���

� )LUVW�DQQRXQFHG�E\�'U��0DKDWKLU��0DOD\VLD
V�IRXUWK�3ULPH�0LQLVWHU��������
� $KPDG�%DGDZL� 0DOD\VLD
V�ILIWK 3ULPH�0LQLVWHU��GXULQJ�WKH�ODXQFK RI�WKH�0DOD\VLDQ�1DWLRQDO�%LRWHFK�

3ROLF\��������
� 'DWR
� 6UL�0RKG�1DMLE��0DOD\VLD
V VL[WK 3ULPH�0LQLVWHU� GXULQJ� WKH�0LG�7HUP�5HYLHZ� RI� WKH�1LQWK�

0DOD\VLDQ�3ODQ���������
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8VXDOO\�LQYHVWRUV�DUH�RQO\�NHHQ�WR�LQYHVW�LQ�IRUHLJQ�FRXQWULHV�LI�WKHLU�HFRQRPLF�LQWHUHVWV�DQG�
ULJKWV�DUH�DGHTXDWHO\�SURWHFWHG���,Q�OLJKW�RI�WKLV��0DOD\VLD�FRXOG�DOVR�SURYLGH�D�PRUH�HQKDQFHG�SDWHQW�
V\VWHP��ZKLFK�SURYLGHV�DGHTXDWH�VDIHJXDUGV�IRU�LQYHVWRUV�

)XUWKHU�� ORZHULQJ� SDWHQWDELOLW\� UHTXLUHPHQWV ZRXOG� DOVR� HQDEOH� WKH� *RYHUQPHQW� WR� JUDQW�
XWLOLW\� PRGHO� SURWHFWLRQ� WR� LQYHQWLRQV� ZKLFK� RWKHUZLVH� ZRXOG� QRW� TXDOLI\� IRU� SDWHQW� SURWHFWLRQ��
3UHVXPDEO\� WKLV�ZRXOG�PDNH� LW� HDVLHU� IRU� QHZ�� VPDOO� RU� LQH[SHULHQFHG� ORFDO� ELRWHFK� FRPSDQLHV� WR�
VDWLVI\� WKH� QRYHOW\� UHTXLUHPHQW� IRU� SURWHFWLRQ�� 6XFK� DQ� DSSURDFK� ZRXOG� DGYDQFH� WKH� JRDO� RI�
LQWHOOHFWXDO� SURSHUW\� ODZ� LQ� HQFRXUDJLQJ� 5	'� DFWLYLWLHV� WKDW� IDFLOLWDWH� WKH� FUHDWLRQ� RI� QHZ�
WHFKQRORJLHV��0DOD\VLD� IDFHV� WRXJK� FKDOOHQJHV� LQ� SURYLGLQJ� D� EDODQFHG� SDWHQW� ODZ��$� VWURQJ� SDWHQW�
UHJLPH� ZRXOG� SURPRWH� WHFKQRORJLFDO� SURJUHVVLRQ�� DQG� FRQVHTXHQWO\ LQIUDVWUXFWXUDO� GHYHORSPHQW��
+RZHYHU�� WKHUH�LV�RIWHQ�D�FRQIOLFW�EHWZHHQ�WKLV�RXWFRPH�DQG�WKH�JRYHUQPHQWDO�REOLJDWLRQ�WR�DGGUHVV�
WKH�QHHGV�RI�VRFLR�HFRQRPLF�LVVXHV� VXFK�DV�SXEOLF�KHDOWK��QXWULWLRQ�DQG�JHQHUDO�ZHOO�EHLQJ��

'HDOLQJ�ZLWK� WKHVH�PDWWHUV� LV� QRW� HDV\��7KRXJK� WKH� OHJDO� LQIUDVWUXFWXUH� WR� VXSSRUW� WKH� ORFDO�
ELRWHFK�LQGXVWU\�LV�DYDLODEOH��WKDW�DORQH�LV�QRW�HQRXJK��0DOD\VLD�VWLOO�IDFHV�RWKHU�SUREOHPV� LQFOXGLQJ�
LQVXIILFLHQFLHV� LQ� VNLOOHG�ZRUNHUV��SK\VLFDO�DQG� WHFKQRORJLFDO� LQIUDVWUXFWXUH��DV�ZHOO�DV� RWKHU� VSHFLDO�
UHTXLUHPHQWV�IRU�WKH�XQLTXH�QHHGV�RI�WKH�LQGXVWU\��0RUHRYHU��DQ\�DGYHUVH�OHJDO�RU�SROLF\�GHFLVLRQ�E\�
WKH�*RYHUQPHQW�ZRXOG� KDYH� D� FROOHFWLYH� LPSDFW� RQ� WKH� QDWLRQ¶V� DVSLUDWLRQV� RI� EHFRPLQJ� D� ELRWHFK�
SURGXFHU�� )RU� H[DPSOH�� WKH� GHFLVLRQ� WR� H[FOXGH� D� SHUIHFWO\� HOLJLEOH� ELRWHFK� LQYHQWLRQ� IURP� SDWHQW�
SURWHFWLRQ� RQ� PRUDOLW\� RU� RUGUH� SXEOLF JURXQGV� FDQ� EH� GLVFRXUDJLQJ� WR� WKH� WHFKQRORJ\� SURGXFLQJ�
FRPPXQLW\��

)XUWKHU�� LI� 0DOD\VLD� KHLJKWHQV� WKH� SDWHQWDELOLW\� VWDQGDUG� DV� SUHIHUUHG� E\� WKH� GHYHORSHG�
QDWLRQV��WKLV�ZRXOG�PDNH�LW�WRR�GLIILFXOW�IRU�ORFDO�ELRWHFKQRORJLVWV�WR�REWDLQ�SDWHQWV��7HFKQRORJLFDOO\��
ORFDO�ELRWHFKQRORJLVWV�DUH�QRW�RQ�SDU�ZLWK�WKHLU�IRUHLJQ�FRXQWHUSDUWV��+HLJKWHQHG�SURWHFWLRQ�VWDQGDUGV�
ZRXOG� GHIHDW� WKH� RULJLQDO� SXUSRVH� RI� HQFRXUDJLQJ� ORFDO� SDUWLFLSDWLRQ� LQ� WKH� GHYHORSPHQW� RI� WKH�
ELRWHFKQRORJ\� LQGXVWU\�� ,Q� RUGHU� WR� VWD\� FRPSHWLWLYH� DQG� IXOILO� QDWLRQDO� DVSLUDWLRQV��0DOD\VLD�PXVW�
FRQWLQXRXVO\�LPSURYH�LWV�GRPHVWLF�V\VWHP�WR�RYHUFRPH�DQ\�VKRUWFRPLQJV��

3DWHQWDELOLW\�DQG�75,36��ELRWHFK�ODZ�DQG SROLF\

$UWLFOH����RI�75,36�GRHV�QRW�VSHFLILFDOO\�PHQWLRQ�WKH�WHUP� 
ELRWHFK�LQYHQWLRQ
��1RQHWKHOHVV�
WKH�WHUP�
LQ�DOO�ILHOGV RI�WHFKQRORJ\
 LV�VXIILFLHQWO\�LQFOXVLYH�WR�FRYHU�ELRWHFK�LQYHQWLRQV��8QOLNH�LQ�WKH�
SDVW���DOO�:72�0HPEHUV�PXVW�QRZ�SURYLGH�IRU�WKH�OHJDO�SURWHFWLRQ�RI�ELRWHFK�LQYHQWLRQV��

3DWHQW�SURWHFWLRQ�IRU�ELRWHFK�LQYHQWLRQV�LV�YDOLG�IRU����\HDUV��7KH�OLPLWHG�PRQRSRO\�ULJKW�DFWV�
SURYLGH�D� ILQDQFLDO� LQFHQWLYH� IRU� LQQRYDWLRQ��%LRWHFKQRORJLVWV�FDQ�SURWHFW�� FRPPHUFLDOL]H�DQG�SURILW�
IURP�WKHLU�LQYHQWLRQV��7KH�SRWHQWLDO�WR�UHFRXS�DQG�DWWDLQ�UHWXUQV�LQ�H[FHVV�RI�WKH�LQLWLDO�LQYHVWPHQW�LV�

� ,Q�0DOD\VLD�� WKH� WHUP� 
XWLOLW\�PRGHO
� UHIHUV� VSHFLILFDOO\� WR� SHWW\�SDWHQWV DV� WKH\� DUH�NQRZQ� LQ�RWKHU�
MXULVGLFWLRQV�� 7KHVH� DUH� JUDQWHG� WR� LQQRYDWLRQV� ZLWK� D� OHVVHU� LQYHQWLYH� VWHS� WKDQ� WKRVH� UHTXLUHG� IRU� SDWHQW�
SURWHFWLRQ�

� $V�D�PXOWLUDFLDO�0XVOLP�FRXQWU\� LW� LV� IRUHVHHDEOH� WKDW� WKH�SDWHQW�RIILFH�RU�FRXUW�RI�0DOD\VLD�ZRXOG�
SRWHQWLDOO\� UHMHFW� DSSOLFDWLRQV� IRU� WKH SDWHQWLQJ� RI� D� ELRWHFKQRORJLFDO� LQYHQWLRQ� IRU� LQVWDQFH� WKRVH� FRQWDLQLQJ
'1$�RI�VZLQH�

� ,Q� WKH� SDVW�� FRXQWULHV� KDYH� KDG� DEVROXWH� OLEHUW\� QRW� WR� JUDQW� SDWHQW� SURWHFWLRQ� WR� ELRWHFKQRORJLFDO�
LQYHQWLRQV RU� LI� DJUHHDEOH�� WR� JUDQW� D� OLPLWHG� SURWHFWLRQ� WR� WKH� ELRWHFKQRORJLFDO� LQYHQWLRQ�� WKURXJK SURFHVV�
SDWHQWV��7KLV�LV�GHVSLWH�WKH�SDWHQWDELOLW\�RI�WKH�VXEMHFW�PDWWHU�RU�HOLJLELOLW\ IRU�SURWHFWLRQ�WKURXJK�ERWK�SURFHVV�
DQG�SURGXFW�SDWHQWV�
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HVVHQWLDO��7KLV�LV�HVSHFLDOO\�VR�LQ�FDVHV�ZKHUH�5	'�H[SHQVHV�DUH�VLJQLILFDQW�DQG�ZKHUH�JRYHUQPHQW�
IXQGLQJ� LV� XQDYDLODEOH� RU� VFDUFH�� 7KHVH� LQLWLDO� H[SHQGLWXUHV� DUH� UHTXLUHG� LQ� RUGHU� WR� VDWLVI\� WKH�
VWULQJHQW�H[SHULPHQWDO�UHTXLUHPHQWV�DQG�UHJXODWLRQV�VHW�E\�JRYHUQPHQW�DJHQFLHV�WR�HQVXUH�WKDW�ELRWHFK�
SURGXFWV�DUH�VDIH�DQG�VXLWDEOH�IRU�FRQVXPHUV�

2ZLQJ WR�WKH�QDWXUH�RI�ELRWHFKQRORJLFDO�LQYHQWLRQV��WKH\�VWDQG�D�UHODWLYHO\�JUHDWHU�FKDQFH�RI�
REWDLQLQJ�SURFHVV�DQG�SURGXFW�SDWHQWV� WKDQ�RWKHU�LQYHQWLRQV��$�ELRWHFK�LQYHQWLRQ�LV�SDWHQWDEOH�LI�LW�LV�
QRYHO��� KDV� DQ� LQGXVWULDO� DSSOLFDWLRQ��� DQG� LV� QRQ�REYLRXV��� 7KH� VWDQGDUGL]HG� SDWHQWDELOLW\�
UHTXLUHPHQWV� DUH� DSSOLFDEOH� LQ� HYHU\� 0HPEHU� FRXQWU\� RI� WKH� :72�� 7KH� XQLYHUVDOO\� DSSOLFDEOH�
VWDQGDUGV�RI�WKH�75,36�$JUHHPHQW�DVVLVW�ELRWHFKQRORJLVWV� LQ�SUHGLFWLQJ�WKH�SRWHQWLDO�VXFFHVV�UDWH�RI�
SDWHQWLQJ� WKHLU� LQYHQWLRQV� LQ� HYHU\� MXULVGLFWLRQ� ZKHUH� WKH�75,36�$JUHHPHQW� DSSOLHV�� )RU� H[DPSOH��
EDVHG� RQ� DQ� DSSOLFDWLRQ� LQ� RQH� MXULVGLFWLRQ�� WKH� ULJKWV� KROGHU� LV� EHWWHU� HTXLSSHG� WR� DQWLFLSDWH� WKH�
SUREOHPV�KH�PD\�HQFRXQWHU�LQ�DQRWKHU�MXULVGLFWLRQ��6XFK�KDUPRQL]HG�SDWHQWDELOLW\�UHTXLUHPHQWV�DW�DQ�
LQWHUQDWLRQDO�OHYHO�DUH�XVHIXO�DQG�UHDVVXULQJ�WR�WKH�ELRWHFK FRPPXQLW\��7KH\�KHOS�WR�UHGXFH�FRVWV�DQG�
VDYH�WLPH��

0DOD\VLD�DV�D�ELRWHFK�SURGXFHU�

%LRWHFK�ODZ�LV�UHODWLYHO\�QHZ�WR�0DOD\VLD��1HYHUWKHOHVV��LI�0DOD\VLD�IXOO\�FDSLWDOL]HV�RQ�WKH�
SURYLVLRQV� RI� $UWLFOH� �� RI� WKH� 75,36 $JUHHPHQW�� WKH� FRXQWU\� FRXOG� ILQDOO\� EHFRPH� D� VLJQLILFDQW�
SOD\HU�LQ�WKH�ILHOG��,Q�VSLWH�RI�WKHLU�GLYHUVH�EDFNJURXQGV��0HPEHUV�RI�WKH�:72�SOHGJHG�WKHLU�VXSSRUW�
IRU�WKH�WUDQVIHU�RI�WHFKQRORJ\�IURP�GHYHORSHG�WR�GHYHORSLQJ�PDUNHWV��DV�ZHOO�DV�WKH�SURPRWLRQ�RI�WUDGH�
DQG�HFRQRPLF�GHYHORSPHQW�LQ�DOO�0HPEHU�6WDWHV���

0DOD\VLD� LV�RQH�RI� WKH�JXDUGLDQV�RI� WKH�ZRUOG
V� ODUJHVW� IRUHVWV�DQG�QDWXUDO�KHULWDJH�� ,W�KDV�D�
SRWHQWLDOO\� OLPLWOHVV�VRXUFH�RI�JHQHWLF�PDWHULDOV� WKDW�PD\�EH�H[WUDFWHG�IURP�LWV� ULFK�IORUD�DQG�IDXQD��
7KHVH� DUH� WKH� UDZ� PDWHULDOV� WKDW� DUH FRPPRQO\� XVHG� LQ� ELRWHFKQRORJLFDO� LQYHQWLRQV�� $V� D� VRXUFH�
FRXQWU\��0DOD\VLD
V�IUHH�DQG�GLUHFW�DFFHVV�WR�WKHVH�UDZ�PDWHULDOV JLYHV�LW�DQ�DGYDQWDJH�RYHU�LWV�PRUH�
GHYHORSHG� FRXQWHUSDUWV�� 7KLV� DGYDQWDJH� IDFLOLWDWHV� FRVW� VDYLQJV�� HVSHFLDOO\� WKRVH� UHODWLQJ� WR�
LPSRUWDWLRQ�� 0DOD\VLD� FRXOG� DOVR� H[SRUW� JHQHWLF� PDWHULDOV� DQG� ILQLVKHG� SURGXFWV�� 7KHUH� LV� DOVR� D�
SRVVLELOLW\�IRU� OLFHQVLQJ� WKH� WHFKQRORJ\� LQWHUQDWLRQDOO\��7KLV�ZRXOG�JHQHUDWH�QHZ�VRXUFHV�RI� LQFRPH�
IRU�WKH�FRXQWU\���

5HFHQW�JRYHUQPHQWDO�SROLFLHV�GHPRQVWUDWH�D�FOHDU�VKLIW�LQ�WKLV�GLUHFWLRQ��0DOD\VLD
V�LQWHQWLRQ�
WR� EHFRPH� D� UHJLRQDO� ELRWHFK� LQGXVWU\� KXE� ZDV� ILUVW� DQQRXQFHG� LQ� ������� 7KH� SODQ� UHYHDOHG� WKH�

� $UWLFOH ���RI� WKH�75,36�$JUHHPHQW� UHTXLUHV� WKDW� HYHU\�0HPEHU� FRXQWU\� JUDQW� SDWHQW� SURWHFWLRQ� WR�
LQYHQWLRQV LQ� DOO� ILHOGV�RI� WHFKQRORJ\�� IRU� ERWK�SURFHVVHV� DQG�SURGXFWV� 6LQFH�ELRWHFKQRORJLFDO� LQYHQWLRQV� DUH�
XVXDOO\�ERWK��WKH\�VWDQG D�EHWWHU�FKDQFH�RI�REWDLQLQJ ERWK�W\SHV�RI�SURWHFWLRQ�WKDQ�LQYHQWLRQV�LQ�RWKHU�ILHOGV�RI�
WHFKQRORJ\�

� $UWLFOH����RI�WKH�75,36�$JUHHPHQW�
�� 'HSHQGLQJ� RQ� MXULVGLFWLRQV�� WKH� 
LQGXVWULDO� DSSOLFDELOLW\
 FULWHULRQ� LV� LQWHUFKDQJHDEO\� XVHG�

ZLWK
 
XVHIXO
�� )RU� H[DPSOH� FRXQWULHV� VXEVFULELQJ� WR� WKH� (XURSHDQ� 3DWHQW� &RQYHQWLRQ XVH� WKH� WHUP� 
LQGXVWULDO�
DSSOLFDELOLW\
 ZKHUHDV�WKH�86�SDWHQW�ODZ�XVHV�WKH�WHUP�
XVHIXO
�

�� 7KH�WHUP�LV�LQWHUFKDQJHDEO\�XVHG�ZLWK� 
LQYHQWLYH�VWHS
��6HH�WKH�IRRWQRWH�WR $UWLFOH ���RI�WKH�75,36�
$JUHHPHQW�RU�GRPHVWLF�SDWHQW�ODZV ZRUOGZLGH�

�� $UWLFOH ��RI�WKH�75,36 $JUHHPHQW�
�� $V�DQQRXQFHG�LQ�WKH�1DWLRQDO�%LRWHFKQRORJ\�3ROLF\������
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*RYHUQPHQW
V� LQWHQWLRQ� WR� HYHQWXDOO\� VKLIW� WKH� FRXQWU\
V� HFRQRPLF� EDVH� IURP� DJULFXOWXUH� DQG�
PDQXIDFWXULQJ�WR�D�NQRZOHGJH�DQG�LQQRYDWLRQ�EDVHG HFRQRP\���

8QGHU�WKH�1LQWK�0DOD\VLDQ�3ODQ��������������WKH�*RYHUQPHQW�DOORFDWHG�DQ�DQQXDO�EXGJHW�RI�
QHDUO\� ��� ELOOLRQ� IRU� WKH� ELRWHFK� LQGXVWU\�� 7KH� LQGXVWU\� UHFHLYHG� WKH�PRVW� DWWHQWLRQ� DQG� WKH� ODUJHVW�
ILQDQFLDO� DOORFDWLRQ� FRPSDUHG� WR� RWKHU� LQGXVWULHV��$FFRUGLQJO\�� �����PLOOLRQ�ZDV� XVHG� IRU� EXVLQHVV�
GHYHORSPHQW�� IROORZHG� E\� ����� PLOOLRQ� IRU� UHVHDUFK� DQG� GHYHORSPHQW�� 7KH� EDODQFH� ZDV� XVHG� IRU�
ELRWHFK�LQIUDVWUXFWXUH��7KHVH�HIIRUWV�VKRXOG�PDNH�0DOD\VLD�DQ�DWWUDFWLYH�KXE�IRU�WKH�ELRWHFK�LQGXVWU\��
7KH�*RYHUQPHQW�HQYLVDJHG�WKDW�WKH�ELRWHFK�ILHOG�ZRXOG EH�WKH�QH[W�HQJLQH�IRU�0DOD\VLD
V�HFRQRPLF�
JURZWK��DFFHOHUDWLQJ�WKH�QDWLRQ
V�JRDO�RI�WUDQVIRUPLQJ�LWVHOI�LQWR�D�KLJKO\�LQGXVWULDOL]HG�QDWLRQ�E\�WKH�
\HDU������

&KDUDFWHULVWLFV�RI�ELRWHFK�LQYHQWLRQV

&RPSDUHG�ZLWK RWKHU�LQYHQWLRQV� ELRWHFK�KDV�XQLTXH�FKDUDFWHULVWLFV WKDW�GLIIHUHQWLDWH�LW�IURP�
RWKHU�ILHOGV�RI�WHFKQRORJ\��,W�DOVR�KDV�OLPLWOHVV�SRWHQWLDO�DQG�FDQ�EH�XVHG�LQ�D�ZLGH�DUUD\�RI�DUHDV�DQG�
LQGXVWULHV� UDQJLQJ� IURP� IRRG� WR� FRVPHWLF� SURGXFWV� DQG� SURFHVVHV�� 7KLV� YHUVDWLOLW\� SURYLGHV� IRU�
SURPLVLQJ�DQG�OXFUDWLYH�EXVLQHVV�YHQWXUHV��8QGHUVWDQGLQJ�WKHVH�FKDUDFWHULVWLFV�LV�XVHIXO�IRU�DQ\�SDUW\�
RU�FRXQWU\�LQWHUHVWHG�LQ�YHQWXULQJ�LQWR�ELRWHFKQRORJ\�LQGXVWU\��

0RGHUQ� ELRWHFK� LV� GLIIHUHQW� IURP� LWV� KLVWRULFDO� IRUP�� &RQYHQWLRQDO� ELRWHFKQRORJ\� UHOLHG�
KHDYLO\�RQ�FURVV�EUHHGLQJ�WHFKQLTXHV�WR�SK\VLFDOO\�WUDQVIHU��JHQHWLF�WHPSODWHV�IRU�WKH�SURSDJDWLRQ�RI�
QHZ�SODQW�YDULHWLHV��FURSV��RU�DQLPDOV�RI� WKH�VDPH�VSHFLHV��)RU�LQVWDQFH��FURVV�EUHHGLQJ�D�KRUVH�DQG�
PXOH�SURGXFHV�D�GRQNH\��

&RQYHQWLRQDO� ELRWHFKQRORJ\� LV� JHQHUDOO\� QRW� HOLJLEOH� IRU� SDWHQW� SURWHFWLRQ� GXH� WR� ODFN� RI�
KXPDQ� DQG� WHFKQRORJLFDO� LQWHUIHUHQFH�� ,QYHQWRUV� DUH� WKHQ� XQDEOH� WR� VDWLVI\� WKH� QRYHOW\� FULWHULD� IRU�
SDWHQWV��

,Q�FRQWUDVW��PRGHUQ�ELRWHFK RSHUDWHV�DW�WKH�JHQHWLF�DQG�PROHFXODU�OHYHOV��,W�UHYROYHV�DURXQG�WKH�
PDQLSXODWLRQ� DQG� DOWHUDWLRQ� RI� '1$� �GHR[\ULERQXFOHLF� DFLG��� WKH� JHQHWLF� PDNH�XS� RI� HYHU\� OLYLQJ�
RUJDQLVP��$Q\�SRUWLRQ�RU�IUDJPHQWV�RI�'1$�IURP�VLPLODU�RU�GLIIHUHQW�VRXUFHV�PD\�EH�FXW��UH�MRLQHG�RU�
LQVHUWHG� WR�PDNH� QRYHO� VHTXHQFHV� RI�'1$��7KH� QHZ�'1$� FDQ� EH�PDQLSXODWHG� WR� SHUIRUP� FHUWDLQ�
IXQFWLRQV��VXFK�DV�SURGXFLQJ�FHOOV�DQG�SURWHLQV�IRU�PHGLFLQDO�DQG�SKDUPDFHXWLFDO�SXUSRVHV��

+\SRWKHWLFDOO\� ELRWHFKQRORJLVWV�FDQ�H[WUDFW�D�SDUWLFXODU�'1$�VWUDQG�IURP�D�GUDJRQ� IO\�DQG�
FRPELQH� LW�ZLWK� WKH�'1$�RI� D�PDL]H� FURS� WR�SURGXFH� ELROXPLQHVFHQW�PDL]H�� 6XFK�EUHHGLQJ� DFURVV�
VSHFLHV�ZDV�LPSRVVLEOH�LQ�WKH�SDVW��2ZLQJ WR�WKH�DELOLW\�WR�PDQLSXODWH�JHQHV�DW�WKH�PROHFXODU�OHYHO��
PRGHUQ�ELRWHFK�WHQGV�WR�EH�PRUH�SDWHQWDEOH� DV�LW�LV�PRUH�OLNHO\�WR�VDWLVI\�WKH�FULWHULD�IRU�SURWHFWLRQ�

2QH�RI�WKH�PDQ\�RWKHU�XVHV�RI�ELRWHFK�SURFHVVHV�LV�LQ�SURYLGLQJ�D�FRQGXLW�IRU�FDUU\LQJ�IRUHLJQ�
JHQHV�RU�'1$� LQWR�KRVW�RUJDQLVPV�RU� FHOOV��7KH� HQG� UHVXOW� RI� WKLV� SURFHVV�FDQ�EH�SDWHQWHG��8QOLNH�
RWKHU�HQJLQHHULQJ�LQYHQWLRQV�� WKH�HQG�SURGXFW�RI�ELRWHFK�LQYHQWLRQV�FDQ�DSSHDU�LQ�WKH�IRUP�RI�OLYLQJ�
RUJDQLVPV�� SODQWV� DQG� DQLPDOV�� 7KHVH� DUH� RIWHQ� UHIHUUHG� WR� DV� WUDQVJHQLF� RUJDQLVPV��&KDNUDEDWK\¶V�
EDFWHULXP�� DQG�WKH�+DUYDUG�2QFR�PRXVH�� DUH�JRRG�H[DPSOHV���

�� $V�DQQRXQFHG�E\�WKH�3ULPH�0LQLVWHU�LQ������DQG������
�� 'LDPRQG Y��&KDNUDEDWK\��86�6��&W�����������8�6�����������6��&W���������/�(G���G������8634 ����
�� 7�������+DUYDUG�2QFR�0RXVH��>����@�(�3�2�5������������7HFKQLFDO�%RDUG�$SSHDO��������
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,Q�VRPH�FDVHV��ELRWHFK�FDQ�EH�UHJDUGHG�DV�D�SXUH�VFLHQFH��,Q�WKLV�FRQWH[W��UHODWHG�WKHRULHV�RU�
VFLHQWLILF� SULQFLSOHV� GLVFRYHUHG� GXULQJ� WKH� FRXUVH� RI� UHVHDUFK� GR� QRW� FRQVWLWXWH� SDWHQWDEOH� VXEMHFW�
PDWWHU��UHJDUGOHVV�RI�WKHLU�QRYHOW\��+RZHYHU��DV�DQ�DSSOLHG�VFLHQFH��ELRWHFKQRORJ\�LQYHQWLRQV�SURYLGH�
YDOXH��ZKLFK�EHQHILWV�WKH�SXEOLF�GXH�WR�WKHLU DELOLW\�WR�VROYH�UHDO�OLIH�SUREOHPV��$V�LQYHQWLRQV�ZLWK�UHDO�
OLIH�DSSOLFDWLRQV��ELRWHFKQRORJLFDO�LQYHQWLRQV�PD\�EH�SDWHQWHG��

7KH� GHPDUFDWLRQ� EHWZHHQ� ELRWHFK� DV� D� SXUH� YHUVXV� DSSOLHG� VFLHQFH� LV� RIWHQ EOXUUHG�� $V� D�
UHVXOW�� ELRWHFKQRORJLVWV� IDFH� GLIILFXOWLHV� LQ� FRQYLQFLQJ� SDWHQW� RIILFHV� DQG� WKH� FRXUWV� WKDW� WKHLU�
LQYHQWLRQV�SRVVHVV� WKH�SUDFWLFDO�XWLOLW\�QHFHVVDU\� IRU�D�SDWHQW�DZDUG��7KH�YHU\�SKLORVRSK\�RI�SDWHQW�
ODZ� SUHYHQWV� LQYHQWRUV� IURP� H[FOXGLQJ� RWKHUV� IURP� DUHDV� ZKLFK� DUH� RI� QR� OHJLWLPDWH� XVH� WR� WKH�
LQYHQWRU��� ,I�EDUULQJ�SDWHQW�SURWHFWLRQ�RQ�WKH�EDVLV�RI�XVHIXOQHVV�ZHUH�SHUPLVVLEOH��WKLV�ZRXOG�FKLOO�WKH�
IXWXUH�RI�WKH�0DOD\VLDQ�ELRWHFK�LQGXVWU\��7KH�ELRWHFKQRORJLVW�QHHGV�SDWHQW�SURWHFWLRQ�WR�FRQWLQXH�KLV�
UHVHDUFK��ZKLFK�ZLOO�XOWLPDWHO\�IDFLOLWDWH�WKH�GLVFRYHU\�RI�LWV�IXOO�XWLOLW\�DQG�GHYHORSPHQW�

%LRWHFK� LQYHQWLRQV� DUH� KLJKO\� WHFKQLFDO� DQG� FRPSOLFDWHG�� 7KLV� LV� EHFDXVH� ELRWHFKQRORJLVWV�
DWWHPSW WR� PLPLF� WKH� QDWXUDO� SURFHVVHV� RI� OLIH� E\� PDQLSXODWLQJ� WKH� FHOOXODU� V\VWHPV� RI� OLYLQJ�
RUJDQLVPV�� 7KH\� UHO\� KHDYLO\� RQ� DFFHVV� WR� ELRORJLFDO� PDWHULDOV�� DQG� LQYHVW� VLJQLILFDQW� DPRXQWV� RI�
PRQH\��ODERXU�DQG�WLPH�WR�GLVFRYHU�DQG�FKDUDFWHUL]H�WKHLU�IXQFWLRQV��

%LRWHFKQRORJLVWV�KDYH�WR�HPEDUN�RQ�OHQJWK\�DQG�GHOLFDWH�SURFHVVHV�RI�H[WUDFWLQJ�WKH�GHVLUHG�
PROHFXOHV��6XFK�SURFHGXUHV�DUH�OLNH�FDVWLQJ�D�PDJQHW�EOLQGLQJO\�LQWR�DQ�HQRUPRXV�KD\VWDFN��KRSLQJ�WR�
UHWULHYH� D� QHHGOH� WKDW�PD\� QRW� EH� WKHUH� DW� DOO�� ,I� VXFFHVVIXO� WKH� ELRWHFKQRORJLVW
V� MRE� GRHV� QRW� HQG�
WKHUH��1RW�RQO\�DUH� WKH�JHQHWLF�PDWHULDOV� LQYLVLEOH� WR� WKH QDNHG�H\H�� WKH\�DUH�DOVR�HPEHGGHG�ZLWKLQ�
PLQXWH� YROXPHV� RI� PDWWHU� WKDW� DUH� PLQJOHG� ZLWK� RWKHU� PDWHULDOV� ZLWKRXW� DQ\� ELRWHFKQRORJLFDO�
VLJQLILFDQFH���

2QFH�WKHVH�PROHFXOHV�KDYH�EHHQ�LVRODWHG��KLJKO\�VHQVLWLYH�WRROV�DUH�XVHG�LQ�D�VHULHV�RI�HTXDOO\�
VRSKLVWLFDWHG�LQYHVWLJDWLYH�SURFHGXUHV� WR�DVFHUWDLQ��REWDLQ�DQG�PDQLSXODWH� WKRVH�WLQ\�PROHFXOHV�ZLWK�
WKH�KRSH�RI�ILQDOO\�SURGXFLQJ�WKH�GHVLUHG�UHVXOW��&RQVHTXHQWO\��LW�PDNHV�ELRWHFK�D�PDWHULDO�LQWHQVLYH�
ILHOG�RI�UHVHDUFK��SHUKDSV�PRUH�WKDQ�RWKHU�DUHDV�RI�WHFKQRORJ\��

7KH�SURSHUWLHV�RI�PDQ\�JHQHV��'1$�RU�FHOOV�DUH�VWLOO�SRRUO\�XQGHUVWRRG�RU�UHPDLQ�FRPSOHWHO\�
XQNQRZQ��� 7KHUHIRUH�� ELRWHFK� LQYHQWLRQV� DUH� NQRZQ� IRU� WKHLU� XQSUHGLFWDELOLW\�� 7KLV� KDPSHUV� DQ\�
HIIRUWV� WR� SURFHHG� ZLWK� DVFHUWDLQLQJ�� REWDLQLQJ�� PDQLSXODWLQJ� RU� LGHQWLI\LQJ� WKH� FKDUDFWHULVWLFV��
IXQFWLRQV� DQG� XVHV� RI� UHVXOWDQW� LQYHQWLRQV�� ,Q� IDFW�� WKHVH� DUH� UHJDUGHG� DV� WKH� PRVW� VLJQLILFDQW�
FKDOOHQJHV�IDFHG�E\�ELRWHFKQRORJLVWV�DQG�VFLHQWLVWV�LQ�JHQHUDO��

7KH�SUREOHPV�RI�LGHQWLI\LQJ�D�PROHFXOH¶V�XWLOLW\�DUH�KHLJKWHQHG�E\�WKH�IUHTXHQW�XVH�RI�KRVW�RU�
UHFLSLHQW� FHOOV� WR� H[SUHVV� IRUHLJQ� ELRORJLFDO� PDWHULDOV��� :KHQ� LQMHFWHG� ZLWK� JHQHWLF� PDWHULDO� IURP�
RWKHU�RUJDQLVPV��WKH�KRVW�FHOO�PD\�KDYH�D�QHJDWLYH�UHVSRQVH�WR�WKH�LQWURGXFWLRQ�RI�IRUHLJQ�PROHFXOHV��
1DWXUH�KDV�SURJUDPPHG�FHOOV�WR�UHFRJQL]H�RQO\�WKHLU�RZQ�FHOOV�DQG�WR�UHMHFW�DOLHQ�HOHPHQWV��7KH\�PD\�
VWDUW�EXLOGLQJ�XS�DQWLERGLHV��ZKLFK�XQGHU�QRUPDO�FLUFXPVWDQFHV��DUH�GHVLJQHG�WR�GHIHQG�WKHP�DJDLQVW�

�� %UHQQHU�Y��0DQVRQ� ������SDJH�����
�� ,ELG�
�� ,ELG���
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IRUHLJQ� RU� GHIHFWLYH� QDWLYH� SURWHLQV��� 7KHLU� QDWXUDO� HQ]\PHV� PD\� WKHQ� DWWDFN� DQG� GHJUDGH� WKH�
XQIDPLOLDU�ELRWHFK�SURGXFW���

6R� IDU�� ELRWHFKQRORJLVWV� KDYH� EHHQ� XQDEOH� WR� DVFHUWDLQ� RU� IXOO\� XQGHUVWDQG� DOO� WKH� FRPSOH[�
SRVVLEOH� OLQNDJHV� LQ� FHOOXODU� FKHPLFDO� UHDFWLRQV�� ,W� LV� IHDUHG� WKDW� DOWHUDWLRQV� WR� VWUXFWXUHV�� VXFK� DV�
DPLQR� DFLG� VXE�XQLWV� LQ� D� SURWHLQ�� PD\� KDYH� XQIRUHVHHQ� DQG� XQGHVLUDEOH� VLGH� HIIHFWV� WR� KXPDQV���

)HHGEDFN�PHFKDQLVPV�ZLWKLQ�DQ�RUJDQLVP�LQYDULDEO\�FDXVH�FKDQJHV�LQ�RQH�FKHPLFDO�SURFHVV��ZKLFK�
FRXOG�DOVR�DIIHFW�RWKHU�SURFHVVHV���

:LWK�OLPLWHG�NQRZOHGJH��LW�LV�DOPRVW�LPSRVVLEOH�IRU�ELRWHFKQRORJLVWV�WR�FOHDUO\�XQGHUVWDQG�WKH�
GLIIHUHQW�SURFHVVHV� WKDW�RFFXU�ZLWKLQ�D�VLQJOH�KXPDQ�FHOO�� LQFOXGLQJ�KRZ�PXOWLSOH�VLJQDOV�RFFXU�DQG
WKH�LQWHUDFWLRQ�RI�JHQHV��� %LRWHFKQRORJLVWV�DUH�ZRUNLQJ�WRZDUGV�WKH�GHYHORSPHQW�DQG�UHILQHPHQW�RI�
WKH� H[LVWLQJ� WHFKQLTXHV� WR�PDNH� WKHP�PRUH� HIIHFWLYH�� +RSHIXOO\�� WKLV� ZLOO� HYHQWXDOO\� GHFUHDVH� WKH�
XQSUHGLFWDELOLW\�RI�WKH�UHVXOWV��WKXV�DOORZLQJ�DGYDQFHV�LQ�NQRZOHGJH��WHFKQRORJ\�DQG�WKH�GLVFRYHU\�RI�
QHZ�IURQWLHUV��+RZHYHU��HYHQ�ZKHQ�FHUWDLQ�SURFHGXUHV�EHFRPH�PRUH�SUHGLFWDEOH�DQG�SUHFLVH��LW�LV�VWLOO�
SRVVLEOH�WKDW�VFLHQWLVWV�PD\�VWXPEOH�XSRQ�FRPSOH[LWLHV�LQ�RWKHU�DUHDV���

7KH�LPSRUWDQFH�RI�KXPDQ�UHVRXUFHV�FDSDFLW\�EXLOGLQJ

7KH�FKDUDFWHULVWLFV�RI�ELRWHFK�LQYHQWLRQV�DQG�WKH�UHODWHG�FKDOOHQJHV� DV�GLVFXVVHG�DERYH��KDYH�
D� GLUHFW� LPSDFW� RQ� 0DOD\VLD¶V� LQWHQWLRQ� DQG� FDSDELOLWLHV� IRU� EHFRPLQJ� D� PDMRU� ELRWHFK� SURGXFLQJ�
QDWLRQ��$V�VWDWHG�HDUOLHU��WKH�XQGHUVWDQGLQJ�DQG�LQVLJKWV�RI�WKH�FKDUDFWHULVWLFV�RI�WKH�ELRWHFK�LQGXVWU\�
ZRXOG� KHOS� LQWHUHVWHG� SDUWLHV� WR� LGHQWLI\� WKHLU� VWUHQJWKV� DQG� ZHDNQHVV DV� SDUW� RI� WKHLU� ORQJ�WHUP�
SUHSDUDWLRQ�EHIRUH�YHQWXULQJ�LQWR�WKLV�LQGXVWU\��

)RU� H[DPSOH� RZLQJ WR� WKHLU� ODFN� RI� WHFKQRORJLFDO� NQRZOHGJH� DQG� FDSDELOLWLHV��
ELRWHFKQRORJLVWV�PD\�QHHG�WR�GHOD\�RU�SRVWSRQH�WKHLU�SDWHQW�DSSOLFDWLRQV���,W�ZRXOG�EH�EHWWHU�IRU�WKHP�
ILUVW� WR� FRQGXFW� IXUWKHU� UHVHDUFK� WR� LGHQWLI\� WKH� XWLOLW\� DQG� FDSDELOLWLHV� RI� WKHLU� ELRWHFKQRORJLFDO�
SURFHVVHV�RU�SURGXFWV��2WKHUZLVH�WKH\�PD\�QRW�EH�DEOH�WR�VDWLVI\�WKH�SDWHQWDELOLW\�UHTXLUHPHQWV��

:LWKRXW� D� VROLG� XQGHUVWDQGLQJ� RI� WKH� SRWHQWLDO� XWLOLW\� DQG� FDSDELOLWLHV� RI� WKHLU� LQYHQWLRQV��
ELRWHFKQRORJLVWV�PD\�EH�XQDEOH�WR�DVFHUWDLQ�WKH�IDWH�RI�WKHLU�SDWHQW�DSSOLFDWLRQV�RU�DFFXUDWHO\�SUHGLFW�
WKH�FRUUHVSRQGLQJ�VFRSH�RI�SURWHFWLRQ�XQWLO�WKH�UHVXOW�LV�ILQDOO\�DQQRXQFHG�E\� WKH�SDWHQW�RIILFH�RU�WKH�
FRXUWV��6XFK�XQFHUWDLQW\�LV�QRW�FRQGXFLYH�IRU�EXVLQHVV��,QHYLWDEO\�WKHVH�WHFKQLFDO�REVWDFOHV�PD\�FDXVH�
GHOD\V�LQ�WKH�SDWHQW�SURFHVV�DQG LQ�WKH�GLVVHPLQDWLRQ�RI�NQRZOHGJH�WR�WKH�SXEOLF��,W�DOVR�LPSHGHV�WKH�
GHYHORSPHQW�RI�WKH�ELRWHFK�ILHOG�DQG�WKH�PDUNHWLQJ�RI�ELRWHFK�SURGXFWV��

�� ,ELG�� SDJH ���
�� ,ELG�� SDJH ���
�� ,ELG�
�� ,ELG�
�� )RU�H[DPSOH��LQ�D�SURWHLQ��FRQVWUXFWHG�RI�KXQGUHGV�DPLQR�DFLG�VHTXHQFHV��D�VLQJOH�DPLQR�DFLG�FKDQJH�

FDQ�GUDPDWLFDOO\� DOWHU WKH� VKDSH�RI� D�SURWHLQ�� QXOOLI\LQJ� WKH�SURWHLQ¶V�RULJLQDO� IXQFWLRQ� RU� FUHDWLQJ� DQ HQWLUHO\�
QHZ�IXQFWLRQ�

�� 6HH�IRRWQRWH����
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&KDUDFWHULVWLFV�RI�WKH�0DOD\VLDQ�ELRWHFK�LQGXVWU\��

7KH�0DOD\VLDQ�ELRWHFK�ODQGVFDSH

7KH� 0DOD\VLDQ� ELRWHFK� LQGXVWU\� LV� OHVV� WKDQ� WHQ� \HDUV� ROG�� 0RUHRYHU� LW� KDV� GLIIHUHQW�
FKDUDFWHULVWLFV�IURP�WKRVH�RI�QDWLRQV�ZLWK�HVWDEOLVKHG�WHFKQRORJ\�VHFWRUV��7KHUHIRUH��0DOD\VLD�LV OLNHO\�
WR�HQFRXQWHU�GLIIHUHQW�WHFKQLFDO�FKDOOHQJHV�LQ�DFKLHYLQJ�LWV�DVSLUDWLRQ�RI�EHFRPLQJ�D�UHJLRQDO�ELRWHFK�
FHQWUH�� 8QGHUVWDQGLQJ� WKH� FKDUDFWHULVWLFV� RI� WKH� ORFDO� ELRWHFK� LQGXVWU\� LV� QHFHVVDU\� LQ� KHOSLQJ� WKH�
QDWLRQ�WR�FRXQWHU�WKHVH�FKDOOHQJHV�DQG�SURYLGH�IRU�RSWLPDO�SDWHQW�ELRWHFK�ODZV�DQG�SROLFLHV�

7KH� 0DOD\VLDQ� ELRWHFK� VHFWRU� LV� GRPLQDWHG� E\� SULYDWHO\� RZQHG� IDPLO\� EXVLQHVV� HQWLWLHV�
RSHUDWLQJ� DV� SDUWQHUVKLSV� RU� SULYDWH� FRPSDQLHV�� $QRWKHU� JURXS� RI� SOD\HUV� LQFOXGH� SXEOLF� DQG�
WUDQVQDWLRQDO� FRPSDQLHV� RSHUDWLQJ� ZLWKLQ� WKH� FRXQWU\�� 7KHUH� DUH� DOVR� RWKHU� HQWLWLHV� VXFK� DV�
JRYHUQPHQW�OLQNHG�FRPSDQLHV��7R�D�FHUWDLQ�H[WHQW��WKH�QDWXUH��VL]H�DQG�SHRSOH�EHKLQG�WKH�HQWLWLHV�LQ�
WKLV�LQGXVWU\�LQIOXHQFH�WKH�ZD\�LQ�ZKLFK�WKH�ELRWHFK�EXVLQHVV�LV�FRQGXFWHG��

)RU� H[DPSOH�� D� &KLQHVH� ELRWHFK� IDPLO\� EXVLQHVV�PD\� SUHIHU� WR� DGRSW� WKH� &KLQHVH� EXVLQHVV�
SKLORVRSK\�LQ�UXQQLQJ�LWV�EXVLQHVV��7KH�SURSULHWRUV�PD\�SUHIHU�WR�NHHS�WKH�EXVLQHVV�DPRQJVW�IDPLO\�
PHPEHUV��6SHFLILFDOO\��WKH\ PD\�EH�XQZLOOLQJ�WR�RSHQ�LQYHVWPHQW�WR�VWUDQJHUV��RU�WR�VKDUH�WKH�SDWHQW�
UHZDUGV� ZLWK� ELRWHFKQRORJLVWV� DQG� UHVHDUFKHUV� WKDW� DUH� XQUHODWHG� WR� WKHP�� 7KLV DSSURDFK� PD\� QRW�
QHFHVVDULO\�EH�RSWLPDO�IRU�WKH�ELRWHFK�LQGXVWU\�

%LRWHFK�EXVLQHVVHV�LQ�0DOD\VLD�DOVR�GLIIHU�LQ�WKHLU�ILQDQFLDO�UHVRXUFHV��*HQHUDOO\��WKH�DQQXDO�
EXGJHWV�DQG�FRUUHVSRQGLQJ�SURILWV�RI�WKH�FRPSDQLHV�WHQG�WR�EH�VPDOO��)DPLO\�EXVLQHVVHV�XVXDOO\�REWDLQ�
WKHLU� IXQGLQJ� IURP� WKH� RZQHUV
� SHUVRQDO� UHVRXUFHV� RU� WKURXJK� ORDQV�� 7\SLFDOO\�� VWDUW�XS� FRPSDQLHV�
OLQNHG�WR�WKH�*RYHUQPHQW�XVXDOO\�UHFHLYH�FRQVLGHUDEOH�VXPV�RI�ZRUNLQJ�FDSLWDO�IURP�WKH�6WDWH�XQWLO�
WKH\�EHFRPH�ILQDQFLDOO\�LQGHSHQGHQW�

7KRXJK� WKHUH� DUH� FRPSDQLHV� VFDWWHUHG� DOO� RYHU� WKH�FRXQWU\��PRVW� DUH� FRQFHQWUDWHG� LQ�.XDOD�
/XPSXU�DQG�6HODQJRU��7KHVH�DUH�WKH�PRVW�SRSXORXV�DQG�GHYHORSHG�SDUWV�RI�WKH�FRXQWU\��6RPH�RI�WKHVH�
FRPSDQLHV�HVWDEOLVK�WKHLU�KHDGTXDUWHUV�DQG�UXQ�WKHLU�EXVLQHVVHV�IURP�WKH�FDSLWDO��ZKLOH�ORFDWLQJ�WKHLU�
UHVHDUFK�FHQWUHV�DQG�PDQXIDFWXULQJ�SODQWV�HOVHZKHUH��

7KLV� VLWXDWLRQ� DIIHFWV� FRPSDQLHV¶� DELOLW\� WR� KLUH� DQG� UHWDLQ� TXDOLILHG� H[SHUWV� VXFK� DV�
UHVHDUFKHUV�RU�ELRWHFKQRORJLVWV�IRU�WKHLU�PDQXIDFWXULQJ�SODQWV��6RPH�RI�WKHVH�H[SHUWV�SUHIHU�WR�OLYH�DQG�
ZRUN� LQ� WKH� FDSLWDO� EHFDXVH� RI� WKH� DVVRFLDWHG� IDFLOLWLHV� DQG� OLIHVW\OH EHQHILWV�� 6RPH� DUH� ZLOOLQJ� WR�
FRPPXWH�WR�WKH�UHVHDUFK�FHQWUHV�RU�PDQXIDFWXULQJ�SODQWV�RQ�D�SHULRGLF�EDVLV��SURYLGHG�WKHLU�HPSOR\HUV�
EHDU�DOO� H[SHQVHV� LQFXUUHG��$W� WKH VDPH� WLPH�� VRPH�SUHIHU� WR�ZRUN�RXWVLGH�RI� WKH�FDSLWDO�GXH� WR� WKH�
ORZHU�FRVW�RI�OLYLQJ�DQG�IDPLO\�DWWDFKPHQWV��

7KHVH�IDFWRUV�DUH�SDUWLDOO\�UHVSRQVLEOH�IRU�WKH�KLJK�WXUQRYHU�UDWHV�DPRQJVW�VNLOOHG�HPSOR\HHV��
,QFLGHQWDOO\��ELRWHFK�FRPSDQLHV�DUH�FRQVWDQWO\�YXOQHUDEOH�WR�ORFDO�ODERXU�VXSSO\�LVVXHV��0DQ\�WDNH�D�
ORQJ�WLPH�WR�ILOO�WKHLU�YDFDQFLHV��7KLV�GHOD\V�WKH�ZRUN�SURFHVV�DQG�XQQHFHVVDULO\�LQFUHDVHV�FRVWV���

0DOD\VLD�KDV�DFKLHYHG�D�FRQVLGHUDEOH�OHYHO�RI�HFRQRPLF�GHYHORSPHQW��,W�LV�QRW�IDU�EHKLQG�WKH�
GHYHORSHG� QDWLRQV� LQ� WHUPV� RI� SK\VLFDO� DQG� WHFKQRORJLFDO� LQIUDVWUXFWXUH�� 7KH� FRXQWU\� KDV� D� JRRG�
WUDQVSRUWDWLRQ�V\VWHP��,&7�LQIUDVWUXFWXUH��D�ZHOO�VWUXFWXUHG�HGXFDWLRQ�V\VWHP�DQG�D�ODUJH��VWURQJ��DQG�
FRPSHWLWLYH�ODERXU�VXSSO\��6RPH�RI�WKHVH�EDVLF�IDFLOLWLHV�DUH�HTXLYDOHQW�WR�WKRVH�RI�GHYHORSHG�QDWLRQV��
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8QOLNH�RWKHU�GHYHORSLQJ�FRXQWULHV��IRU�WKH�PRVW�SDUW��WKHVH�IDFLOLWLHV�DUH�HTXDOO\�GLVWULEXWHG�WKURXJKRXW�
WKH�QDWLRQ��7KHRUHWLFDOO\��0DOD\VLD�FRXOG�HDVLO\�VXFFHHG�LQ�LWV�ODWHVW�HQGHDYRXU�LQ�EHFRPLQJ�D�UHJLRQDO�
RU�LQWHUQDWLRQDO�ELRWHFK�KXE��

+RZHYHU��VLQFH�ELRWHFK�LV�UHODWLYHO\�QHZ�WR�0DOD\VLD��PRVW�ORFDO�FRPSDQLHV�DUH�\RXQJ��$SDUW�
IURP�WKH�WUDQVQDWLRQDO�FRPSDQLHV��RQ�DYHUDJH��PDQ\�RI�WKHP�KDYH�OHVV�WKDQ�ILYH�\HDUV
�H[SHULHQFH�LQ�
WKH� LQGXVWU\�� )XUWKHU�� PRVW� ZHUH� SUHYLRXVO\� WHFKQRORJ\� XVHUV� DQG� KDG� OLWWOH� RU� QR� H[SHULHQFH� DV�
WHFKQRORJ\�SURGXFHUV��,W�LV�XQVXUSULVLQJ�WKDW�PDQ\�KDYH�\HW�WR�EXLOG�VROLG�5	'�IDFLOLWLHV�RU�SURGXFH�
WKHLU� ILUVW� ELRWHFK� LQYHQWLRQV�� OHW� DORQH� SDWHQW� WKHP�� ,Q� WHUPV� RI� DGYDQFHG� WHFKQRORJLFDO� NQRZOHGJH
DQG� H[SHUWLVH�� 0DOD\VLD� ODJV� IDU� EHKLQG� LWV� PRUH� GHYHORSHG� FRXQWHUSDUWV� DQG� RWKHU� HPHUJLQJ�
HFRQRPLHV��VXFK�DV�,QGLD�DQG�&KLQHVH�7DLSHL��

,QWHOOHFWXDO�SURSHUW\�UHODWHG�EDUULHUV�WR�H[SDQVLRQ�RI�WKH�ELRWHFK�LQGXVWU\�LQ�0DOD\VLD

0DOD\VLDQ�ELRWHFK�FRPSDQLHV�DUH�RIWHQ�IRUFHG�WR�UHO\�FRPSOHWHO\�RQ�GDWD�IURP�DEURDG��ZKLFK�
DUH�XVXDOO\�SURWHFWHG�E\�SDWHQWV��$FFHVV�WR�VXFK�NQRZOHGJH�RU�WKH�ODWHVW�WHFKQRORJ\�LV�RQO\�SRVVLEOH�
E\�ZD\�RI�OLFHQVLQJ��ZKLFK�WHQGV�WR�LQYROYH�H[SHQVLYH�UR\DOWLHV��7KLV�IDFW�LV�YDOLGDWHG E\�WKH�QXPEHU�
RI�GRPHVWLF�SDWHQW�DSSOLFDWLRQV�IRU�ELRWHFK�LQYHQWLRQV��)RU�H[DPSOH��DV�RI�-XO\�������WKHUH�KDG�EHHQ�
���� SDWHQW� DSSOLFDWLRQV� ILOHG� E\� ORFDOV�� DQG� ����� E\� IRUHLJQHUV�� <HW� RI� WKHVH�� RQO\� HLJKW ORFDO�
LQYHQWLRQV�ZHUH�HOLJLEOH�IRU�SDWHQW�SURWHFWLRQ�FRPSDUHG�ZLWK ����IRU�IRUHLJQ�ELRWHFKQRORJLVWV��� 0DQ\�
RI�WKH�ORFDO�ELRWHFK�LQYHQWLRQV�DUH�PRUH�VXLWDEOH�IRU�XWLOLW\�PRGHO�SURWHFWLRQ��

7KHUH�DUH�VRPH�EDVLF�ORFDO�UHVHDUFK�SURJUDPPHV�WKDW�DUH�FXUUHQWO\�FRQGXFWHG�LQGHSHQGHQWO\��
RU�DV�SDUW�RI�D�FROODERUDWLYH�HIIRUW�ZLWK�UHVHDUFK�LQVWLWXWLRQV�DQG�6WDWH�XQLYHUVLWLHV��,W�LV�VWLOO�XQFHUWDLQ�
ZKHWKHU�WKHVH�HIIRUWV�ZLOO�EHDU�WKH�GHVLUHG�IUXLWV�LQ�WKH�QHDU�IXWXUH���

7KH�H[SHQVH�RI�OLFHQVLQJ�IHHV�DQG�UR\DOWLHV�LV�D�PDMRU�VWUDLQ�RQ�0DOD\VLDQ�ELRWHFK�FRPSDQLHV��
6LQFH�WKHVH�IHHV�DUH�ODUJHO\�GHWHUPLQHG�E\�WKH�WHFKQRORJ\�SURGXFHU��ORFDO�EXVLQHVVHV�PD\�ILQG�WKHVH�
SD\PHQWV� EH\RQG� WKHLU� PHDQV�� $OWHUQDWLYHO\�� WKH� FRPSDQLHV� FRXOG� LQYHVW� LQ� WKHLU� RZQ� 5	'�
SURJUDPPHV�� 5HJDUGOHVV� RI� ZKLFK� RSWLRQ� WKH\� FKRRVH�� WKH� UDWH� RI� WHFKQRORJLFDO� GHYHORSPHQW� DQG�
SURJUHVVLRQ� EHFRPHV� PRUH� H[SHQVLYH� DQG� PXFK� VORZHU� WKDQ� DQWLFLSDWHG�� 7KLV� PD\� PHDQ� WKDW� WKH�
0DOD\VLDQ�ELRWHFK�LQGXVWU\�ZLOO�WDNH�D�ORQJ�WLPH�WR�IXOO\�EORVVRP�

)LQDQFLQJ�EDUULHUV�WR�WKH�GHYHORSPHQW�RI�WKH�0DOD\VLDQ�ELRWHFK�LQGXVWU\

'HVSLWH�LWV�OLPLWOHVV�SRWHQWLDO�IRU�ILQDQFLDO�UHZDUGV��ELRWHFK�LV�DQ�H[SHQVLYH�DQG�EXUGHQVRPH�
XQGHUWDNLQJ�� $V� D� FRPSOH[�� KLJKO\� WHFKQLFDO� DQG� UHVHDUFK�EDVHG� ILHOG�� LW� UHTXLUHV� KLJK� LQLWLDO�
LQYHVWPHQWV�WR�IXQG�RYHUODSSLQJ�H[SHULPHQWV�DQG�UHVHDUFK�EHIRUH DQ�HQG�SURGXFW�FDQ�EH�VXFFHVVIXOO\�
SURGXFHG��2QO\�ZHDOWK\� FRUSRUDWLRQV� RU� DGYDQFHG� FRXQWULHV� FDQ� DFFXPXODWH� WKH� QHFHVVDU\� FDSLWDO��

WKURXJK� WKH� VWRFN� PDUNHWV� RU� RWKHU� SULYDWH� DQG� SXEOLF� IXQGLQJ� PHFKDQLVPV�� 7KHUHIRUH��0DOD\VLDQ�
ELRWHFK�FRPSDQLHV�DUH�\HW�WR�DFKLHYH�WKH�VWDWXUH�RI�WKHLU�GHYHORSHG�FRXQWU\�FRXQWHUSDUWV�LQ�SURYLGLQJ�
VLPLODU�IXQGLQJ�DOORFDWLRQV�WR�WKHLU�5	'�SURJUDPPHV�

(YHQ�WKRXJK�WKHUH�DUH�YDULRXV�JRYHUQPHQWDO�ILQDQFLQJ�LQFHQWLYHV��LQFOXGLQJ�ORDQV�DQG�JUDQWV�
IRU�ELRWHFK�FRPSDQLHV��WKHVH�DPRXQWV DUH�TXLWH�PRGHVW��)XUWKHUPRUH��RZLQJ WR�LQVXIILFLHQW�SXEOLFLW\��
PDQ\� RI� WKH� ORFDO� ELRWHFK� FRPSDQLHV� DUH� XQDZDUH� RI� WKH� DYDLODEOH� JRYHUQPHQWDO� DVVLVWDQFH��:KHQ�

�� $V�DW�-XO\�������3DWHQW�2IILFH�RI�0DOD\VLD�
�� )RU�GHYHORSLQJ�RU�IXUWKHULQJ�UHVHDUFK�
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WKH\� DUH�� PDQ\� DUH� QRW� HDJHU� WR� WDNH� LW� XS�� 7KH� UHDVRQV� UDQJH� IURP� WKH� XQZLOOLQJQHVV� WR� QDYLJDWH
DGPLQLVWUDWLYH�EXUHDXFUDFLHV��LQHOLJLELOLW\��WKH�ODFN�RI�QHFHVVDU\�GRFXPHQWDWLRQ��DQG�D�GLVFRPIRUW�ZLWK�
DOORZLQJ�JRYHUQPHQW�RIILFHUV�WR�PRQLWRU�WKHLU�DFWLYLWLHV�WR�HQVXUH�WKDW�WKHUH�LV�QR�IUDXG�RU�PLVXVH�RI�
WKH� IXQGV� SURYLGHG�� 7KH� ODFN� RI� IXQGV� OLPLWV� WKH W\SH� DQG� DPRXQW� RI� UHVHDUFK� WKDW� 0DOD\VLDQ�
ELRWHFKQRORJLVWV�FDQ�FRQGXFW��7KLV��LQ�WXUQ��DIIHFWV�WKH�TXDOLW\�RI�WKHLU�ELRWHFK�HQG�SURGXFWV�

7KH�VKRUWDJH�RI�VNLOOHG�ODERXU�LQ�WKH�0DOD\VLD�ELRWHFK�LQGXVWU\

,W� FDQ� EH� REVHUYHG� IURP� ELRWHFK� OLWLJDWLRQ� LQ� GHYHORSHG� QDWLRQV�� WKDW�PRVW� ELRWHFKQRORJLVWV�
DQG� JHQHWLF� HQJLQHHUV� DUH� KLJKO\� TXDOLILHG�� 7KH\� HLWKHU� KDYH� GRFWRUDWHV RU� VHYHUDO� \HDUV� RI� ZRUN�
H[SHULHQFH�DW�UHVHDUFK�LQVWLWXWHV�DQG�XQLYHUVLWLHV��,Q�FRQWUDVW��0DOD\VLD�VWLOO�IDFHV�D�VKRUWDJH�RI�KLJKO\�
VNLOOHG� WHFKQLFDO� ODERXU� VXFK� DV ELRWHFKQRORJLVWV�� VFLHQWLVWV�� HQJLQHHUV� DQG�RWKHU� SURIHVVLRQDOV�ZLWK�
UHOHYDQW�VNLOOV�DQG�FDSDELOLWLHV��7KLV�VKRUWDJH�DIIHFWV�RWKHU�LQGXVWULHV�EH\RQG�ELRWHFK��

7KRXJK� VNLOOHG� WHFKQLFDO� ODERXU� VXFK� DV� ODERUDWRU\� DVVLVWDQWV�� UHVHDUFK� RIILFHUV� DQG� ,7�
RIILFHUV�KDYH�VHFRQGDU\�UROHV�LQ�VXSSRUWLQJ�ELRWHFKQRORJLVWV�DQG�WKH�ELRWHFK�LQGXVWU\��WKHLU�IXQFWLRQV�
VKRXOG� QRW� EH� LJQRUHG� RU� XQGHU�HVWLPDWHG�� 7KH\� DUH� LQFUHDVLQJO\� SLYRWDO� LQ� WKH� RYHUDOO� ELRWHFK�
SURJUDPPH�� ,Q�FHUWDLQ� LQVWDQFHV��VKRUWIDOOV� LQ�VNLOOHG�WHFKQLFDO�VXSSRUW�VWDII�DFWXDOO\�VWDQGV�EHWZHHQ�
WKH� ELRWHFKQRORJLVW� DQG� KLV� SUL]HG� JRDO�� )RU� H[DPSOH�� WKH\� DUH� FULWLFDOO\� QHHGHG� WR�ZRUN� DV� SDWHQW�
H[DPLQHUV�LQ�SDWHQW�RIILFHV��8SRQ�WKH�VXEPLVVLRQ�RI�D�SDWHQW�DSSOLFDWLRQ�� WKH\�ZRXOG�NQRZ�ZKDW� WR�
ORRN� IRU�ZLWKRXW�EHLQJ�XQGXO\� LQIOXHQFHG�E\� WKH� WHFKQLFDOLWLHV�RI� DQ� LQYHQWLRQ� ZKLFK�PD\�PLVOHDG�
WKHP�LQWR�DVVXPLQJ�LWV�SDWHQWDELOLW\��6LQFH�WKH�0DOD\VLDQ�3DWHQW�2IILFH�DQG�MXGLFLDU\�DUH�PRVWO\�QHZ�
WR� WKH�ELRWHFK�LQGXVWU\�DQG� ODFN� WKH�QHFHVVDU\�H[SHULHQFH� LQ�GHWHUPLQLQJ�SDWHQWDELOLW\�UHTXLUHPHQWV��
GHYHORSLQJ�D�WHFKQLFDOO\�FRPSHWHQW�ODERXU�SRRO�LV�DQ�LPSRUWDQW�JRDO���

0DOD\VLD�ODFNV�HQJLQHHULQJ�DQG�VFLHQFH�JUDGXDWHV�JHQHUDOO\��DQG�ELRWHFK�VSHFLILFDOO\��,W�QHHGV�
PRUH� WKDQ� D� WHQIROG� LQFUHDVH� LQ� WKHVH� DUHDV� LQ� RUGHU� WR� DFKLHYH� WKH� VDPH�SURSRUWLRQV� DV� 6LQJDSRUH��
6RXWK� .RUHD�� DQG� &KLQHVH� 7DLSHL��� 7KLV� FDQ� EH DWWULEXWHG� WR� VHYHUDO� UHDVRQV�� )LUVW�� VLQFH� PRGHUQ�
ELRWHFK�LV�UHODWLYHO\�D�\RXQJ�ILHOG�RI�NQRZOHGJH��QRW�PDQ\�XQLYHUVLW\�JUDGXDWHV�LQ�0DOD\VLD�WDNH�LW XS�
DV�WKHLU�SRWHQWLDO�FDUHHU�SDWK��$GGLWLRQDOO\��QRW�DOO�ORFDO�XQLYHUVLWLHV�KDYH�D�ELRWHFK�IDFXOW\�RU�RIIHU�LW�
DV�D�VXEMHFW�

7KLV�SUREOHP�LV�GHHSO\�LQWHUWZLQHG�ZLWK�WKH�H[RGXV�RI�VNLOOHG�ODERXU�PRYLQJ�DEURDG�LQ�VHDUFK�
RI� EHWWHU� SURVSHFWV�� 0DOD\VLD� FRXOG WU\� WR� HQWLFH� IRUHLJQ� H[SHUWV� WR� ZRUN� LQ� WKH� FRXQWU\� ZLWK� WKH�
REMHFWLYH� RI� WUDLQLQJ� ORFDOV�� 7KLV� HIIRUW� ZRXOG� OLNHO\� EH� ZRUWKOHVV� GXH� WR� LWV� WHPSRUDU\� QDWXUH��
0DOD\VLD�FRXOG�DOVR�VHQG�H[LVWLQJ�ORFDO�H[SHUWV�DEURDG�WR�HQKDQFH�WKHLU�NQRZOHGJH�RQ�D�UHJXODU�EDVLV��
$JDLQ��WKLV�LV�D�VKRUW�WHUP�VROXWLRQ�ZKLFK�ZRXOG�EH�LPSUDFWLFDO�LQ�WKH�ORQJ�WHUP�EHFDXVH�LW�LQYROYHV�D�
ODUJH� DPRXQW� RI�PRQH\� EHLQJ� LQYHVWHG� LQ� D� VHOHFW� IHZ��7KHUH� LV� DOVR� QR� JXDUDQWHH� WKDW� WKHVH� ORFDO�
H[SHUWV�ZLOO�UHWXUQ�RQFH�WKH\�KDYH�FRPSOHWHG�WKHLU�WUDLQLQJ�DEURDG��)XUWKHU��LI�WKH\�GR�UHWXUQ��WKHUH�LV�
WKH� SRVVLELOLW\� WKDW� WKH\� PLJKW� QRW� EH� DEOH� WR� NHHS� XS� ZLWK� WKH� UDSLG� SDFH� RI� WHFKQRORJLFDO�
DGYDQFHPHQW��0RVW� OLNHO\��E\� WKH� WLPH� WKH\� UHWXUQ� WR�XVH�RU� WHDFK�RWKHUV� WKHLU�QHZ�NQRZOHGJH�DQG�
VNLOOV��QHZ WHFKQRORJLFDO�GHYHORSPHQWV�PD\�KDYH�RXWSDFHG�WKHP��

+RZHYHU�� UHIRUPV� DUH� XQGHU� ZD\� WR� DGGUHVV� WKHVH� ZHDNQHVVHV� ZLWKLQ� 0DOD\VLD
V� KLJKHU�
HGXFDWLRQ�VHFWRU��7KHVH�HIIRUWV�KDYH�EHHQ�HPERGLHG�LQ�WKH�1DWLRQDO�+LJKHU�(GXFDWLRQ�6WUDWHJLF�3ODQ�
��������� DQG� WKH� 1DWLRQDO� +LJKHU� (GXFDWLRQ� $FWLRQ� 3ODQ� ����������� 6XFK� D� JRDO� FDQQRW� EH�

�� %XLOGLQJ� .QRZOHGJH� (FRQRPLHV�� $GYDQFHG� 6WUDWHJLHV� IRU� 'HYHORSPHQW� :RUOG� %DQN� ,QVWLWXWH��
�:DVKLQJWRQ '�&��������� SS� ������
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DFKLHYHG�RYHUQLJKW�� ,W�PD\�UHTXLUH�DW� OHDVW� ILYH� WR�WHQ�\HDUV� WR�GHWHUPLQH�ZKHWKHU� WKHVH�HIIRUWV�EHDU�
IUXLW��

/HJDO�DQG�SROLF\�UHIRUPV�LQ�WKH�0DOD\VLDQ�ELRWHFKQRORJ\�VHFWRU

%HFDXVH�RI�WKH�XQLTXH�FKDUDFWHULVWLFV�RI�WKH�0DOD\VLDQ�ELRWHFK�LQGXVWU\��0DOD\VLD�LV�XQOLNHO\�
WR� DGRSW� WKH� VDPH� DSSURDFK� IRU� ELRWHFK� ODZV� DQG� SROLFLHV� DV� FRXQWULHV ZLWK� HVWDEOLVKHG� WHFKQRORJ\�
GHYHORSPHQW� VHFWRUV�� +LVWRULFDOO\�� WHFKQRORJ\�SURGXFLQJ� QDWLRQV� DGRSWHG� D VWURQJ� DQG� H[WHQVLYH�
SDWHQW�ODZ�SURWHFWLRQ�UHJLPH��7KLV�KDV�EHHQ�WUDGLWLRQDOO\�DVVRFLDWHG�ZLWK�KLJKHU�SURILWDELOLW\�WKURXJK�
VDOHV��OLFHQVLQJ�IHHV�DQG�UR\DOWLHV��6XFK�DQ�DSSURDFK�LV�QRW�VXLWDEOH�IRU�0DOD\VLD��7KH�EURDGHU�VFRSH�RI�
SURWHFWLRQ�SUHIHUUHG�E\�WHFKQRORJ\�SURGXFHUV�PDNHV�DFFHVV�WR�SURWHFWHG�LQIRUPDWLRQ�PRUH�H[SHQVLYH�
DQG�GLIILFXOW�WR�REWDLQ�WKDQ�EHIRUH��

,I�0DOD\VLD�LV�WR�IROORZ�LQ�WKH�IRRWVWHSV�RI�WHFKQRORJLFDOO\�DGYDQFHG�QDWLRQV�LQ�DZDUGLQJ�PRUH�
H[WHQVLYH�SDWHQW�SURWHFWLRQ��WKLV�ZRXOG�EH�OLNHO\ WR�KDYH�DGYHUVH�HIIHFWV�IRU�WKH�IXWXUH�RI�WKH�FRXQWU\
V�
HPHUJLQJ�ELRWHFK�LQGXVWU\��$FFHVV�WR�SDWHQWHG�WHFKQRORJLFDO�NQRZOHGJH�ZRXOG�EH�OLPLWHG� DV�LW�ZRXOG�
EH� EDVHG RQ� WKH� PRGHVW� ILQDQFLDO� FDSDELOLWLHV� RI� ORFDO� ELRWHFKQRORJLVWV�� 7HFKQRORJ\� WUDQVIHU� DQG�
GHYHORSPHQW�ZRXOG�EHFRPH�PRUH�H[SHQVLYH�DQG�FRVWO\��$W�WKH�VDPH�WLPH��WDNLQJ�LQWR�FRQVLGHUDWLRQ�
WKH� QDWXUH� RI� WKH� ELRWHFK� LQGXVWU\� DQG� WKH� WHFKQRORJLFDO� FDSDELOLWLHV� RI� ORFDO� FRPSDQLHV��0DOD\VLD�
VKRXOG�DOVR�FDUHIXOO\�FRQVLGHU�ZKHWKHU�LW�ZDQWV�WR�DGRSW�D�KLJKHU�RU�ORZHU�VWDQGDUG�IRU�SDWHQWDELOLW\��,W�
PXVW� EH� QRWHG�� KRZHYHU�� WKDW�PRUH� UHOD[HG� SDWHQW� ODZV� WKDQ� WKRVH� RI�PRUH� DGYDQFHG� FRXQWULHV� DUH�
SHUPLVVLEOH�DV�ORQJ�DV�WKH\�GR�QRW�IDOO�EHORZ�WKH�PLQLPXP�VWDQGDUGV�VHW�E\�WKH�75,36 $JUHHPHQW���

3DWHQWDELOLW\�UHTXLUHPHQW��SROLF\�LVVXHV

,W� KDV� EHHQ� PRUH� WKDQ� WHQ� \HDUV� VLQFH� WKH� 75,36� $JUHHPHQW� FDPH� LQWR� IRUFH�� $OWKRXJK�
0DOD\VLD�KDV�GXO\�DPHQGHG�LWV�FXUUHQW�3DWHQW�$FW������ WR�FRQIRUP�WR�WKH�$JUHHPHQW��WKH�FRXQWU\�LV�
\HW�WR�GHILQH�IXOO\�LWV�GRPHVWLF�ELRWHFK�SDWHQW�ODZV�DQG�SROLF\��7KHUH�DUH�VWLOO�D�IHZ�LVVXHV�SHUWDLQLQJ�
WR�ELRWHFKQRORJLFDO�LQYHQWLRQV�WKDW�UHPDLQ�XQFOHDU��6WUDWHJLFDOO\��0DOD\VLD�VKRXOG�WDNH�DGYDQWDJH�RI�
WKH�75,36�IOH[LELOLWLHV�WR�IRUPXODWH�FRPSHWLWLYH�ELRWHFK�ODZV�DQG�SROLFLHV��7KH�WLPLQJ�LV�DOVR�SHUIHFW�
VLQFH�WKH�*RYHUQPHQW�LV�FXUUHQWO\�UHYLHZLQJ DQG�DPHQGLQJ�WKH�H[LVWLQJ�3DWHQW�$FW��,Q�VR�GRLQJ��WKH�
*RYHUQPHQW� QHHGV� WR� HQVXUH� WKDW� WKH� LQWHQGHG� UHIRUPV� VWULNH� D� EDODQFH� EHWZHHQ� DWWUDFWLQJ� IRUHLJQ�
LQYHVWPHQW� ZKLOH�SURWHFWLQJ�DQG�SURPRWLQJ�ORFDO�WHFKQRORJLFDO�SURJUHVV��

2QH� VSHFLILF�GHILFLHQF\� LQ� WKLV� UHJDUG� LV� WKH�GHILQLWLRQ� DQG� VWDQGDUG�RI� 
QRYHOW\
�� RQH�RI� WKH�
WKUHH� UHTXLUHPHQWV� IRU� SDWHQWDELOLW\�� 8QIRUWXQDWHO\� WKHUH� LV� QR� H[LVWLQJ� GHILQLWLRQ� DQG� VWDQGDUG� RI�
QRYHOW\�IRU�ELRWHFK�LQYHQWLRQV�LQ�0DOD\VLD��7KH�RQO\�DYDLODEOH�GHILQLWLRQ�RI�QRYHOW\�LV�H[WUDFWHG�IURP�
WKH�ILHOG�RI�HOHFWULFDO�DQG�PHFKDQLFDO�LQYHQWLRQV����ZKLFK�LQYROYH�QRQ�OLYLQJ�DQG�SXUHO\�PHFKDQLVWLF�
LQYHQWLRQV��&RQVLGHULQJ� WKH� FKDUDFWHULVWLFV� RI� ELRWHFK� SURGXFW� DV�� LQWHU� DOLD� D� OLYLQJ� LQYHQWLRQ�� WKH�
VDPH�GHILQLWLRQ�PD\�QRW�EH�VXLWDEOH�RU�DSSURSULDWH�IRU�WKH�ELRWHFK�ILHOG�

,Q� WHUPV� RI� QRYHOW\� IRU� ELRWHFKQRORJLFDO� LQYHQWLRQV��0DOD\VLD� VKRXOG� GHILQH� WKH� WHUP� LQ� D�
PRUH�VWULQJHQW�PDQQHU�WKDQ�WKH�GHILQLWLRQV�DGRSWHG E\�GHYHORSHG�QDWLRQV��� 7KLV�LV�WR�HQVXUH�WKDW�RQO\�

�� $UWLFOH���RI�WKH�75,36�$JUHHPHQW�
�� 5KRQH�3RXOHQH�$J�DQG $QRU Y� 'LNORULGH�+HUELFLGHV�6GQ��%KG�����������0DOD\DQ�/DZ�-RXUQDO�����
�� 'HQQLV�Y� 3LWQHU�����)��QG ������WK &LU��������������'LDPRQG�Y� &KDNUDEDWK\��86�6��&W�����������

8�6�����������6��&W���������/�(G���G������8634������([�3DUWH�/DWLPHU�������'HF��&RPP¶U�3DW���������������
.XHKPVWHG�Y��)DUEHQIDEULNHQ�RI�(OEHUIHOG�&R�������)��������WK &LU���������FHUW��GHQLHG������8�6��������������
3DUNH�'DYLV�DQG &R��Y� +�.��0XOIRUG�	�&R������)��������G��&LU��������
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PHULWRULRXV� LQYHQWLRQV� DUH� DZDUGHG� SDWHQWV�� $W� D� JODQFH� WKLV� VXJJHVWLRQ� PD\� DSSHDU� WR� EH�
FRQWUDGLFWRU\�DQG�UXQQLQJ�FRXQWHU�WR�WKH�QDWLRQ¶V�LQWHQW�LQ�VXSSRUWLQJ� LWV HPHUJLQJ�ELRWHFK�LQGXVWU\��
$GPLWWHGO\��VWUHQJWKHQLQJ�WKH�GHILQLWLRQ�RI QRYHOW\�ZRXOG�PDNH�LW�KDUGHU�IRU�ORFDO�ELRWHFKQRORJLVWV�WR�
VDWLVI\�WKH�QRYHOW\�UHTXLUHPHQW��7KHUHIRUH��WKH�PRVW�ORJLFDO�DQVZHU�DSSHDUV�WR�EH�D�ORRVHU GHILQLWLRQ�RI�
QRYHOW\�WKDW�LV�HDVLHU�WR�VDWLVI\��<HW�VXFK�FKRLFH�ZRXOG�OHDG�WR�WKH�SDWHQWLQJ�RI�PDQ\�WULYLDO�LQYHQWLRQV��
ZKLFK�PD\�SRWHQWLDOO\�EHFRPH� WKH�VXEMHFWV�RI� OLFHQVLQJ� IHHV�DQG� UR\DOWLHV�� ,Q� WKDW� VHQVH� WKH�SXEOLF�
ZRXOG� EH� VKRUW�FKDQJHG� DV� LW�ZRXOG� KDYH� WR� SD\� IRU� 
LQYHQWLRQV
 WKDW� FRXOG� EH� FRQVLGHUHG� DV� EDQDO�
WHFKQRORJLFDO�NQRZOHGJH��

,Q� WKH� ORQJ� WHUP�� WKH� SXEOLF� GRPDLQ� ZRXOG� EH� OLWWHUHG� ZLWK� ORZ� TXDOLW\� WHFKQRORJLFDO�
NQRZOHGJH�� 7KLV� ZRXOG� QDWXUDOO\� GLVFRXUDJH� QHZ� SOD\HUV� IURP� HQJDJLQJ� LQ� LQQRYDWLYH� DFWLYLWLHV��
,QVWHDG�RI�XVLQJ�DQG�IRFXVVLQJ�WKHLU�OLPLWHG�UHVRXUFHV�RQ�5	'��PDQ\�ZRXOG�EH�HPEURLOHG�LQ LVVXHV�RI�
QHJRWLDWLRQ��OLFHQVLQJ�IHHV�DQG�WKH�SD\PHQW�RI�UR\DOWLHV��7KHVH�PDWWHUV�ZRXOG�RQO\�GHOD\�DQG�LQFUHDVH�
WKH�FRVWV�RI�WHFKQRORJ\�WUDQVIHU�LQ�WKH�ORFDO�ELRWHFK�LQGXVWU\��*LYHQ�WKH�DIRUHPHQWLRQHG�DUJXPHQWV��D�
PRUH� VWULQJHQW� GHILQLWLRQ� RI� QRYHOW\� LV� SUHIHUDEOH�� ,W� ZRXOG� HQFRXUDJH� ORFDO� ELRWHFKQRORJLVWV� WR�
SURGXFH�KLJK�TXDOLW\�LQYHQWLRQV�

7KH�SURSRVHG�QRYHOW\�SURYLVLRQ�FRXOG�VWLSXODWH�WKDW�
DQ�LQYHQWLRQ�VKDOO�EH�GHHPHG�WR�EH�QHZ�
ZKHQ�LW�GRHV�QRW�IRUP�SDUW�RI�WKH�VWDWH�RI�WKH�DUW��ZKLFK�FRPSULVHV�DOO NQRZOHGJH�PDGH�DYDLODEOH�WR�WKH�
SXEOLF� LQ� DQ\� FRXQWU\� E\� DQ\�PHDQV� RI� D�ZULWWHQ� RU� RUDO� GHVFULSWLRQ�� E\� XVH� RU� LQ� DQ\�ZD\
�� 6XFK�
ODQJXDJH�LV�ORRVHO\�EDVHG�RQ�$UWLFOH����RI�WKH�(XURSHDQ�3DWHQW�&RQYHQWLRQ������ �(3&����

6XFK�D�PRGHO�ZRXOG�SUHYHQW�WKH�SDWHQWLQJ�RI�XQSXEOLVKHG�LQYHQWLRQV�RU�WKRVH�EDVHG�RQ�SUH�
H[LVWLQJ�WUDGLWLRQDO�RU�LQGLJHQRXV�NQRZOHGJH��7KH�UHOHYDQW�SURYLVLRQ�FRXOG�VWLSXODWH�WKDW�
WKH�VWDWH�RI�
DUW� VKDOO� LQFOXGH� XQSXEOLVKHG� SDWHQW� DSSOLFDWLRQV� ILOHG� DW� WKH� QDWLRQDO� SDWHQW� RIILFH�� ZKHUH� VXFK�
DSSOLFDWLRQV�DUH VXEVHTXHQWO\�SXEOLVKHG�
 6XFK�D�SURYLVLRQ�LV�EHOLHYHG�� WR�EH�EURDG�HQRXJK�WR�LQFOXGH�
NQRZOHGJH�GHYHORSHG�E\��RU�LQ�SRVVHVVLRQ�RI�ORFDO�RU�LQGLJHQRXV�FRPPXQLWLHV��7KLV�H[FOXVLRQ�FODXVH�
FRXOG�EH�DFFRPSDQLHG�E\�D�VXSSOHPHQWDU\�FODXVH�VWDWLQJ�WKDW�ORFDO�DQG�LQGLJHQRXV�NQRZOHGJH�ZRXOG�
EH� SURWHFWHG� RXWVLGH� WKH� SDWHQW� ODZ� UHJLPH�� )RU� H[DPSOH�� WKLV� FRXOG� EH� GRQH� XQGHU� D� VHSDUDWH� VXL�
JHQHULV�VFKHPH����

7KH� LVVXH� RI� QRYHOW\� LV� HVSHFLDOO\� VLJQLILFDQW�� $V� H[SODLQHG� IXUWKHU� LQ� WKH� IROORZLQJ�
SDUDJUDSKV�� WKH� UHFRPPHQGHG� SURYLVLRQV�ZRXOG� HOLPLQDWH� WKH� QRYHOW\� RI� DQ\� SURSRVHG� SDWHQW� RQFH�
WKHUH� ZDV� D� GLVFORVXUH� DQ\ZKHUH� LQ� WKH� ZRUOG�� 7KLV� ZRXOG� EH� WKH� FDVH� UHJDUGOHVV� RI� ZKHWKHU� WKH�
GLVFORVXUH�ZDV�PDGH�RUDOO\��LQ�ZULWWHQ�RU�RWKHU�IRUPV��3ULQFLSDOO\�WKLV�LV�VRPHWKLQJ�0DOD\VLD�FRXOG�GR�
IRU� ORFDO� LQGLJHQRXV� FRPPXQLWLHV�� RU� IRU� WKRVH� IURP� RWKHU� SDUWV� RI� WKH� ZRUOG�� 6LQFH�0DOD\VLD� LV�
GLVDSSURYLQJ�ZKHQ� GHYHORSHG� QDWLRQV� SDWHQW� WKHLU LQGLJHQRXV� NQRZOHGJH� RU� LQYHQWLRQV�� WKH� QDWLRQ�
VKRXOG�KDYH�QR�GHVLUH�WR�GR�WKH�VDPH�WR�RWKHUV��

)OH[LEOH�YHUVXV�DEVROXWH�QRYHOW\�

,W� LV� UHSRUWHG� WKDW� WKH� 3DWHQW�2IILFH�ZLOO� VRRQ� EH� IORRGHG�ZLWK� IRUHLJQ� DQG� ORFDO� ELRWHFK� SDWHQW�
DSSOLFDWLRQV��$W�WKH�WLPH�RI�WKLV�ZULWLQJ��LW�LV�DOVR�DQWLFLSDWHG�WKDW�WKH�3DWHQW�2IILFH�DQG�WKH�FRXUWV�VKDOO
HQFRXQWHU�SUREOHPV�SHUWDLQLQJ�WR�WKH�QRYHOW\�UHTXLUHPHQW��6R�IDU��WKHUH�DUH�QR�ORFDO�MXGLFLDO�GHFLVLRQV�

�� &�� &RUUHD�� 
,PSOHPHQWLQJ� WKH� 75,36� $JUHHPHQW� LQ� WKH� SDWHQWV� ILHOG�� RSWLRQV� IRU� GHYHORSLQJ�
FRXQWULHV� -RXUQDO�RI�:RUOG�,QWHOOHFWXDO�3URSHUW\�������������������

�� 0DOD\VLD�KDV�PRUH�WKDQ����NQRZQ�LQGLJHQRXV�WULEHV�
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WKDW� FRXOG� DVVLVW� WKH�SDWHQW�RIILFH�DQG�RWKHU� LQWHUHVWHG�SDUWLHV� WR� HQKDQFH� WKHLU�XQGHUVWDQGLQJ�RI� WKH�
SDUDPHWHUV�RI�WKLV�UHTXLUHPHQW���

)RU�UHDVRQV WR�EH�H[SODLQHG�EHORZ��LW�ZRXOG�EH�EHWWHU�IRU�0DOD\VLD�WR�PDLQWDLQ�WKH�FRQFHSW�RI�
DEVROXWH�QRYHOW\�LQ�GHWHUPLQLQJ�SDWHQWDELOLW\��7KH�FRQFHSW�SUHVHUYHV�QRYHOW\�E\�GHPDQGLQJ�DEVROXWH�
VHFUHF\�DQG�QRQ�GLVFORVXUH�RI�DQ\�NLQG�EHIRUH�WKH�SDWHQW�ILOLQJ��5HJDUGOHVV�RI�ZKHWKHU�WKH�GLVFORVXUH�
ZDV�PDGH�LQWHQWLRQDOO\�RU�LQDGYHUWHQWO\��WKH�LQYHQWLRQ�LV�UHQGHUHG�SHUPDQHQWO\�LQHOLJLEOH�IRU�D�SDWHQW��

$GPLWWHGO\�� DEVROXWH� QRYHOW\� KDV� LWV� GLVDGYDQWDJHV�� 1RW� RQO\� GRHV� LW� PDNH� WKH� QRYHOW\�
UHTXLUHPHQW�KDUGHU�WR�VDWLVI\��WKHUH�LV�DOVR�D�FKDQFH�WKDW�ELRWHFKQRORJLVWV�ZRXOG�ORVH�WKH�SDWHQW�UDFH�WR�
WKHLU� FRXQWHUSDUWV� HOVHZKHUH�� )RU� H[DPSOH�� DQ\� SUH�SDWHQW� GLVFORVXUH� RI� DQ� LQYHQWLRQ� VXFK� DV�
SXEOLFDWLRQ� LQ�DFDGHPLF�MRXUQDOV�RU�DQ�RUDO�SUHVHQWDWLRQ�DW�D�VHPLQDU�DQ\ZKHUH�LQ� WKH�ZRUOG� ZRXOG�
FRPSURPLVH�QRYHOW\�DQG�GHQ\�SDWHQW�SURWHFWLRQ�IRU�WKH�LQYHQWLRQ��

$EVROXWH� QRYHOW\� LV� D� KLJKHU� DQG� VWULFWHU� VWDQGDUG� WKDQ� WKH� VWDQGDUG� RI� IOH[LEOH� QRYHOW\� DV�
SUDFWLVHG� LQ� WKH�$PHULFDQ� SDWHQW� V\VWHP�� )OH[LEOH� QRYHOW\� DFFHSWV� FHUWDLQ� SXEOLF� GLVFORVXUHV� RI� WKH�
LQYHQWLRQ�WKDW�DUH�UHJDUGHG�DV�QRQ�GHVWUXFWLYH�WR�QRYHOW\��1RYHOW\�LV�SUHVHUYHG�DV�ORQJ�DV�WKH�LQYHQWRU�
DELGHV� E\ FHUWDLQ� OHJDOO\� VWLSXODWHG� UHTXLUHPHQWV��7KXV�� LW�PDNHV� WKH� QRYHOW\� UHTXLUHPHQW� HDVLHU� WR�
VDWLVI\� WKDQ� LQ� DEVROXWH�QRYHOW\� MXULVGLFWLRQV��+RZHYHU�� WKLV�PD\�SHUPLW� VRPH�SDUWLHV� WR� 
KLMDFN
 WKH�
XQZULWWHQ�ZRUNV�RI�RWKHUV�LQ�IRUHLJQ�MXULVGLFWLRQV�ZKR�ZRXOG�EH�WKH�ILUVW�WR�FODLP�SDWHQW�SURWHFWLRQ�LQ�
WKHLU� RZQ� FRXQWULHV� ZKHUH IOH[LEOH� QRYHOW\� SUHYDLOV��8QOLNH� LQ� DEVROXWH� QRYHOW\� MXULVGLFWLRQV�� WKHLU�
SDWHQW� DSSOLFDWLRQV�ZRXOG� QRW� EH� GHQLHG� RQ� WKH� JURXQGV� RI� QRYHOW\� HYHQ� WKRXJK� WKH� LQYHQWLRQ� KDV�
EHHQ�NQRZQ�RU�XVHG�E\�RWKHUV�LQ�WKH�FRXQWU\�RI�LQLWLDO�GLVFORVXUH��

,GHDOO\��WKH�GHFLVLRQ�WR�RSW�LQLWLDOO\�IRU�IOH[LEOH�QRYHOW\�LQ�0DOD\VLD�PD\�EH�DSSURSULDWH�DV�D�
VKRUW�WHUP� PHDVXUH� XQWLO� ORFDO� ELRWHFKQRORJLVWV� DUH� ILQDQFLDOO\� DQG� WHFKQRORJLFDOO\� FRPSHWHQW�
+RZHYHU�� WKHUH� LV�D� ULVN� WKDW� WKH�SDWHQW�RIILFH�PD\� LQ� VRPH� LQVWDQFHV�JUDQW�SDWHQWV� IRU�SUH�H[LVWLQJ�
NQRZOHGJH�RU�SULRU�DUW��ZKLFK�LV�WKH�EHQFKPDUN�XSRQ�ZKLFK�QRYHOW\�LV�DVVHVVHG� /HJDOO\��WKH�QRYHOW\�
LQTXLU\�LV�OLPLWHG�WR�ZKHWKHU�WKH�LQYHQWLRQ�KDV�EHHQ�UHYHDOHG�RU�PDGH�DYDLODEOH�WR�WKH�SXEOLF��� 7KXV��
LI�WKH�LQIRUPDWLRQ�UHJDUGLQJ�WKH�LQYHQWLRQ�LV�QRW�NQRZQ��UHYHDOHG��FRPPXQLFDWHG��SDWHQWHG��VROG��XVHG�
RU� GHVFULEHG� WR� WKH� SXEOLF�� LW� LV� FRQVLGHUHG� WR� KDYH� EHHQ� SUHYLRXVO\� XQDYDLODEOH� WR� WKH� SXEOLF��7KLV�
PDNHV�LW�QHZ�DQG�SDWHQWDEOH��

'HVSLWH�IDFWRUV�LQ�IDYRXU�RI�0DOD\VLD
V DGRSWLQJ�IOH[LEOH�QRYHOW\��LW�LV�VWLOO�SUHIHUDEOH�IRU�WKH�
FRXQWU\�WR�DGRSW�WKH�DEVROXWH�YHUVLRQ�RI�WKH�VWDQGDUG��$UJXDEO\�QRW�DOO�ORFDO�ELRWHFKQRORJLVWV�ZRXOG�EH�
DEOH� WR� VDWLVI\� WKH� UHTXLUHPHQW��+RZHYHU� VXFK� D� VWDQGDUG�ZRXOG� HQFRXUDJH� ELRWHFKQRORJLVWV� WR� EH�
FRPSHWLWLYH��YLJLODQW�DQG�H[SHGLHQW�LQ�ILOLQJ�WKHLU�SDWHQW�DSSOLFDWLRQV� VR�WKDW�WKHLU�LQYHQWLRQV�FDQ�EH�
GLVVHPLQDWHG�DW�D�IDVWHU�UDWH��

&RQFOXVLRQ

,Q� ZRUNLQJ� WRZDUGV� DFKLHYLQJ� WKH� QDWLRQDO� DVSLUDWLRQ� RI� EHFRPLQJ� D� ELRWHFK� SURGXFHU��
0DOD\VLD� DQG� ORFDO� ELRWHFKQRORJLVWV� QHHG XUJHQWO\�� DJJUHVVLYHO\� DQG� SURDFWLYHO\� WR� RYHUFRPH� WKHLU�
FXUUHQW�ILQDQFLDO��RUJDQL]DWLRQDO�DQG�WHFKQRORJLFDO�ZHDNQHVVHV��

$OWKRXJK�WKH�OHJDO�LQIUDVWUXFWXUH�QHFHVVDU\�IRU�VXSSRUWLQJ�WKH�ELRWHFK�LQGXVWU\�LV�SUHVHQW��WKH�
3DWHQW�$FW LV�IDU�IURP�SHUIHFW��7KHUH�DUH�VWLOO�OHJDO�SROLF\�LVVXHV� VXFK�DV�WKH�GHILQLWLRQ�RI�WKH�QRYHOW\�

�� $UWLFOH����RI�WKH�(XURSHDQ�3DWHQW�&RQYHQWLRQ��6HFWLRQ�����RI�WKH�86�3DWHQW�/DZ�
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IRU� SDWHQWDELOLW\�� 6XFK� D� GHILQLWLRQ� LV� YHU\� XVHIXO� IRU� ELRWHFK� VSHFLILFDOO\�� $V� D� K\EULG� ILHOG��
ELRWHFKQRORJ\�VWDQGV�EHWZHHQ�SURGXFWV�RI�QDWXUH�DQG�KXPDQ�LQYHQWLRQ�� WKXV�EOXUULQJ� WKH�GLVWLQFWLRQ�
EHWZHHQ�ZKDW�LV�SDWHQWDEOH�DQG�ZKDW�LV�QRW�

$�VWURQJ�,3�OHJDO�LQIUDVWUXFWXUH�DORQH�LV�LQVXIILFLHQW�IRU�0DOD\VLD
V�JRDO�RI�EHFRPLQJ�D�JOREDO�
ELRWHFK�FHQWUH��$V�QHZ�SDUWLFLSDQWV�LQ�WKH�LQGXVWU\��ORFDO�ELRWHFKQRORJLVWV�DUH�VWLOO�XQIDPLOLDU�ZLWK�WKH�
IRUPDO�DVSHFWV�RI�XVLQJ�DQG�PD[LPL]LQJ�WKH�EHQHILWV�RI�WKH�H[LVWLQJ�V\VWHP��7KH\�PD\�QRW�NQRZ�KRZ�
WR� ILOO� LQ� WKH� IRUPV� RU�ZKHUH� WR� VXEPLW� WKHP�� ,W� ZRXOG� VDYH� WKHP� WLPH� DQG� VLJQLILFDQW� FRVWV� LI� WKH
*RYHUQPHQW�RU�UHOHYDQW�RIILFH�FRXOG�LQWURGXFH�FOHDU�SDWHQWLQJ�JXLGHOLQHV��7KHVH�JXLGHOLQHV�ZRXOG�EH�
HTXDOO\�XVHIXO�IRU�WKH�3DWHQW�2IILFH��H[DPLQHUV��DQG�SDWHQW�DSSOLFDQWV�

,Q� DGYDQFLQJ� WRZDUGV�EHFRPLQJ�D� ELRWHFK�SURGXFLQJ�QDWLRQ��0DOD\VLD� VKRXOG� DOVR� IRFXV�RQ�
HQFRXUDJLQJ� ORFDO� ELRWHFKQRORJLVWV� WR� DSSO\� IRU� SDWHQW� SURWHFWLRQ� XQGHU� WKH� H[LVWLQJ� XWLOLW\� PRGHO�
V\VWHP��� %\�HQFRXUDJLQJ�QHZ�DQG�OHVV�H[SHULHQFHG�ORFDO�ELRWHFKQRORJLVWV�WR�DSSO\�IRU�XWLOLW\�PRGHO�
SURWHFWLRQ�� WKH\� VWDQG�D�EHWWHU� FKDQFH�RI�HQMR\LQJ� ILQDQFLDO� UHZDUGV� WKDQ� WKH\�FRXOG� WKURXJK�SDWHQW�
SURWHFWLRQ�� 7KLV� LV� EHFDXVH� WKH� UHTXLUHPHQWV� IRU� XWLOLW\� PRGHOV� DUH� OHVV� VWULQJHQW�� )XUWKHU�� ORFDO�
ELRWHFKQRORJLVWV IDFH� D�KLJKHU� IDLOXUH� UDWH� LQ�SDWHQW� DSSOLFDWLRQV� WKDQ� WKHLU� IRUHLJQ�FRXQWHUSDUWV��%\�
PDNLQJ� XWLOLW\� PRGHO� SURWHFWLRQ� PRUH� DYDLODEOH� LQ� 0DOD\VLD�� WKH� FRXQWU\� FRXOG� DYRLG� FUHDWLQJ� D�
SDUDOOHO�UHJLPH�ZLWK�ORZHU�VWDQGDUGV�IRU�WKH�SDWHQWDELOLW\�RI�ORFDO�LQYHQWLRQV��7KH�ODWWHU�RSWLRQ�FRXOG�
WULJJHU� GLVFULPLQDWLRQ� FKDOOHQJHV� XQGHU� $UWLFOH� ��� RI� WKH� 75,36 $JUHHPHQW�� 1DWXUDOO\�� WKH� XWLOLW\�
PRGHO�VFKHPH�PXVW�EH�HTXDOO\�DYDLODEOH�WR�IRUHLJQ�DSSOLFDQWV�

0DOD\VLD�PXVW�ZRUN�WR�FUHDWH�D�EHWWHU�RUJDQL]HG�V\VWHP�LQ�LWV�3DWHQW�2IILFH��7KHUH�LV�D�QHHG�WR�
SURYLGH�IRU�D�VHSDUDWH�SDWHQW�H[DPLQDWLRQ RIILFH DQG�DQRWKHU�IRU�XWLOLW\�PRGHOV��7KH�RIILFHUV�QHHG�WR�
HQKDQFH�WKHLU�FROODERUDWLRQ ZLWK�RQH�RWKHU��IRU�H[DPSOH�LQ�LGHQWLI\LQJ�HOLJLEOH�DSSOLFDWLRQV�� WUDFNLQJ�
WKHLU�PRYHPHQW�WKURXJK�WKH�V\VWHP�DQG�SURSHUO\�UHFRUGLQJ�ILQDO�GHFLVLRQV�PDGH�RQ�DOO�ILOHV��,I�WKLV�LV�
QRW�GRQH�� WKH\�PD\�JUDQW�PRUH� WKDQ�RQH�,3�ULJKW�RYHU�WKH�VDPH�WHFKQRORJ\��RU� LPSURSHUO\�UHMHFW�DQ�
HOLJLEOH�LQYHQWLRQ�

7KH�SURSRVHG�V\VWHP� LV�FRQVLVWHQW�ZLWK� WKH�75,36 $JUHHPHQW��7KRXJK� WKH� OHJDO�SURWHFWLRQ�
RIIHUHG� E\� XWLOLW\� PRGHOV� LV� ORZHU� WKDQ� WKDW� SURYLGHG� E\� SDWHQWV�� LW� LV� QRQHWKHOHVV� OHJDO� DQG�
HQIRUFHDEOH�� ,Q� VXP�� WKH� DERYH� UHFRPPHQGDWLRQV� ZRXOG� UHGXFH� WKH� ZDULQHVV� IHOW� E\� ORFDO�
ELRWHFKQRORJLVWV� ZKR� DUH� FRQFHUQHG� DERXW� FRPSHWLQJ� ZLWK� WKHLU� PRUH� HVWDEOLVKHG� IRUHLJQ�
FRXQWHUSDUWV��7KLV�ZRXOG�SHUPLW�WKHP�WR�IRFXV�FRQILGHQWO\�RQ�WKH�OHYHO�RI�5	'�WKDW�FRUUHVSRQGV�ZLWK�
WKHLU�UHVRXUFHV�

,Q� FRQFOXVLRQ�� 0DOD\VLD� DQG� LWV� ELRWHFKQRORJLVWV� QHHG� WR� DGGUHVV WKHLU� ZHDNQHVVHV� DQG�
VWUHQJWKHQ�WKHLU�FDSDELOLWLHV� LQ�RUGHU�WR�IDFH�WKH�FKDOOHQJHV�LQ�EHFRPLQJ�LQWHUQDWLRQDOO\�FRPSHWLWLYH�LQ�
WKH�ELRWHFK�LQGXVWU\��
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�� $�VLPLODU�SURYLVLRQ�FDQ�EH�IRXQG�LQ�WKH�3DWHQW�$FW�������6HFWLRQ������&��7KH�RWKHU�SDWHQW�SURWHFWLRQ�
PHFKDQLVP�LV�WKH�3ODQW�9DULHW\�3URWHFWLRQ�$FW������
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%,%/,2*5$3+<

,QVWUXPHQWV

$JUHHPHQW�RQ�7UDGH�5HODWHG�$VSHFWV�RI�,QWHOOHFWXDO�3URSHUW\�5LJKWV�������

0DOD\VLDQ�3DWHQW�$FW ����

(XURSHDQ�3DWHQW�&RQYHQWLRQ�����

&DVHV

$PJHQ Y��&KXJDL������������6XSS��������8�6�3�4��G���%1$��������'� 0DVV����������)��G��������)HG��
&LU������

%UHQQHU�Y��0DQVRQ������8�6����������������

'LDPRQG Y��&KDNUDEDWK\��86�6��&W�����������8�6�����������6��&W���������/�(G���G������8634����

'HPDLQ�DQG�)HOOPHWK�����)���G�������&�&�3�$��������SDJH����

)XQN�%URV��6HHG�&R Y��.DOR�,QRFXODQW�&R�������8�6� �������������SDJH������

0HUFN�	�&R�� Y��2OLQ�0DWKLHVRQ�&KHPLFDO�&RUS������)��G������ ��WK��&LU�������������)�6XSS� ������
�'�1�-��� ����

'HQQLV Y��3LWQHU�������)��QG ������WK &LU�������� ���

,Q�UH�%HUJVWRUP� ����)��G������������8634������&&3$������

,Q�3DUNH�'DYLV�	�&R��Y��+�.��0XOIRUG�	�&R� ����)��������G��&LU���������SDJH����

.XHKPVWHG Y��)DUEHQIDEULNHQ�RI�(OEHUIHOG�&R�������)��������WK &LU���������FHUW��GHQLHG������8�6������
������

+DUYDUG� (32 7� ������2-� ������ ����� 7������� +DUYDUG�2QFR�0RXVH�� >����@� (�3�2�5�� ����� ����
�7HFKQLFDO�%RDUG�$SSHDO�������

,Q�UH�'LOOLRQ� ����)��G������)HG��&LU�������

,Q�UH�'XHO�����)��G��������)HG��&LU�������

,Q�UH�'XUGHQ������)��G������������8634������)HG��&LU������

6HFRQGDU\�6RXUFHV�

/�� %HQWO\� DQG� %�� 6KHUPDQ�� ,QWHOOHFWXDO� 3URSHUW\� /DZ� 6HFRQG� HGLWLRQ�� �2[IRUG� 8QLYHUVLW\� 3UHVV��
�����

.�-��%XUFKLILHO� %LRWHFKQRORJ\�DQG�WKH�)HGHUDO�&LUFXLW� �:DVKLQJWRQ��$�DQG�1�%RRNZRUNV�������

3��7RUUHPDQV��,QWHOOHFWXDO�3URSHUW\�5LJKWV��6L[WK�(GLWLRQ���/RQGRQ� 2[IRUG�8QLYHUVLW\�3UHVV������

'��*HUYDLV��7KH 75,36�$JUHHPHQW��'UDIWLQJ�+LVWRU\�DQG�$QDO\VLV���/RQGRQ� 6ZHHW�	 0D[ZHOO�������

-��*ROGHQ��
%LRWHFKQRORJ\��WHFKQRORJ\�SROLF\�DQG�SDWHQWDELOLW\��QDWXUDO�SURGXFWV�DQG�LQYHQWLRQ�LQ�WKH�
$PHULFDQ�V\VWHP
�� (PRU\�/DZ�-RXUQDO���� ���������������

(�� +HWWLQJHU�� 5REHUW� 2VWHUJDUG��7KH�'HYHORSPHQW� 'LOHPPD�� 7KH� 3ROLWLFDO� (FRQRP\� RI� ,QWHOOHFWXDO�
3URSHUW\� 5LJKWV� LQ� WKH� ,QWHUQDWLRQDO� 6\VWHP� HG�� (ULF� 5LVH�� �1HZ�<RUN�� /)%�6FKRODUO\� 3XEOLVKLQJ�
//&�������� SS����� ���
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/�� +HOIHU�� 
5HJLPH� VKLIWLQJ�� WKH� 75,36� DJUHHPHQW� DQG� QHZ� G\QDPLFV� RI� LQWHUQDWLRQDO� LQWHOOHFWXDO�
SURSHUW\�ODZ PDNLQJ
� <DOH�-RXUQDO�RI�,QWHUQDWLRQDO�/DZ� ��� ������������

4��/LQ��
$�SURSRVHG�WHVW�IRU�DSSO\LQJ�WKH�GRFWULQH�RI�HTXLYDOHQWV�WR�ELRWHFKQRORJ\�LQYHQWLRQV��WKH�QRQ�
REYLRXV�WHVW
� :DVKLQJWRQ�/DZ�5HYLHZ� �������������������

-��:DWVRQ��'1$ 7KH�6HFUHW�RI�/LIH���/RQGRQ��$UURZ�ERRNV�������

+��<DK\D��7KH�(YROXWLRQ�'HFHLW� 6L[WK�(GLWLRQ���,VWDQEXO��.XOWXU�3XEOLVKLQJ�������
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