
�����:ULWWHQ�&RPPHQWV�WR�WKH�
8�6��*RYHUQPHQW�,QWHUDJHQF\�7UDGH�3ROLF\�6WDII�&RPPLWWHH�

,Q�5HVSRQVH�WR�)HGHUDO�5HJLVWHU�1RWLFH�5HJDUGLQJ�&KLQD¶V�&RPSOLDQFH�ZLWK�LWV�
$FFHVVLRQ�&RPPLWPHQWV�WR�WKH�:RUOG�7UDGH�2UJDQL]DWLRQ��:72�

:HGQHVGD\�����6HSWHPEHU���

&RPSXWLQJ�7HFKQRORJ\�,QGXVWU\�$VVRFLDWLRQ �&RPS7,$�

,QIRUPDWLRQ�7HFKQRORJ\�,QGXVWU\�&RXQFLO �,7,�

6HPLFRQGXFWRU�,QGXVWU\�$VVRFLDWLRQ �6,$�

%6$�_�7KH�6RIWZDUH�$OOLDQFH��%6$�

7HOHFRPPXQLFDWLRQV�,QGXVWU\�$VVRFLDWLRQ �7,$�
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7DEOH�RI�&RQWHQWV

,� ,QWURGXFWLRQ ��������������������������������������������������������������������������������������������������������������� �
$� ([HFXWLYH�6XPPDU\���������������������������������������������������������������������������������������������� �

,,� ,QGXVWULDO�3ROLF\ �������������������������������������������������������������������������������������������������������� �
$� &KLQD¶V�,QGXVWULDO�3ROLF\�&RQWUDGLFWV�WKH�6SLULW�RI�WKH�:72 ��������������������������� �
%� 3XEOLF�3URFXUHPHQW�7LHG�WR�'RPHVWLF�,3 ����������������������������������������������������������� �
&� ,QWHJUDWHG�&LUFXLW��,&��,QGXVWU\�6XSSRUW�0HDVXUHV������������������������������������������� �

,,,� ,QWHOOHFWXDO�3URSHUW\�5LJKWV ������������������������������������������������������������������������������������� �
$� 3DWHQWV�DQG�/LFHQVLQJ������������������������������������������������������������������������������������������ �
%� (QIRUFHPHQW �������������������������������������������������������������������������������������������������������� ��
&� 7UDGH�6HFUHWV ������������������������������������������������������������������������������������������������������ ��
'� &RXQWHUIHLW�6HPLFRQGXFWRUV ����������������������������������������������������������������������������� ��

,9� 0DUNHW�$FFHVV�DQG�7HFKQLFDO�%DUULHUV�WR�7UDGH������������������������������������������������� ��
$� 7HOHFRPV��&ORXG��DQG�&RPPXQLFDWLRQV�	 ,QIRUPDWLRQ�6HUYLFHV ����������������� ��
%� 7HFKQLFDO�6WDQGDUGV������������������������������������������������������������������������������������������� ��
&� &\EHU�6HFXULW\�3ROLF\����������������������������������������������������������������������������������������� ��

9� 1DWLRQDO�7UHDWPHQW�������������������������������������������������������������������������������������������������� ��
$� *RYHUQPHQW�3URFXUHPHQW ��������������������������������������������������������������������������������� ��
%� (QYLURQPHQW�DQG�(QHUJ\�(IILFLHQF\�5HJXODWLRQV�DQG�6WDQGDUGV ���������������� ��

9,� &XVWRPV ������������������������������������������������������������������������������������������������������������������� ��
$� ,7$�([SDQVLRQ ����������������������������������������������������������������������������������������������������� ��
%� &KLQD¶V�'UDIW�([SRUW�&RQWURO�/DZ ��������������������������������������������������������������������� ��
&� &XVWRPV�9DOXDWLRQ�DQG�7UDGH�)DFLOLWDWLRQ ������������������������������������������������������ ��
'� &XVWRPV�,PSOHPHQWDWLRQ����������������������������������������������������������������������������������� ��

9,,� $SSHQGL[��86,72�,QWURGXFWLRQ ������������������������������������������������������������������������������ ��

9,,,� *ORVVDU\ ������������������������������������������������������������������������������������������������������������������� ��
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,� ,1752'8&7,21
:H�DUH�SOHDVHG�WR SURYLGH�LQSXW�WR�WKH�,QWHUDJHQF\�7UDGH�3ROLF\�6WDII�&RPPLWWHH¶V�
DQQXDO�DVVHVVPHQW�RI�&KLQD¶V�:RUOG�7UDGH�2UJDQL]DWLRQ��:72��FRPSOLDQFH��7KH�
UHYLHZ�SURYLGHV�86,72�DQG�LWV�PHPEHUV�ZLWK�D�PHDQV�WR�UHFRJQL]H�DUHDV�ZKHUH�
SURJUHVV�KDV�EHHQ�PDGH��UDLVH�LVVXHV�RI FRQFHUQ��DQG�VXJJHVW�DSSURDFKHV�WR�UHVROYH�
GLVDJUHHPHQW�ZLWK�&KLQD¶V�JRYHUQPHQW�RYHU�WKH�LPSOHPHQWDWLRQ�RI�LWV�:72�
FRPPLWPHQWV�

$� (;(&87,9(�6800$5<

,1'8675,$/�32/,&<
x &KLQD¶V�,QGXVWULDO�3ROLF\�&RQWUDGLFWV�WKH�6SLULW�RI�WKH�:72��&KLQD¶V�GULYH�WR�

SURPRWH�GRPHVWLF�RU�³LQGLJHQRXV�LQQRYDWLRQ´�LV�HPERGLHG�DFURVV�LQGXVWULDO�SROLF\�
WKDW�V\VWHPDWLFDOO\�IDYRUV�&KLQHVH�SURGXFWV�DQG�VHUYLFHV��$�QXPEHU�RI�KLJK�OHYHO�
SURJUDPV��LQFOXGLQJ�&KLQD�0DQXIDFWXULQJ�������WKH�$UWLILFLDO�,QWHOOLJHQFH�
'HYHORSPHQW�3ODQ��DQG�WKH�7KUHH�<HDU�&ORXG�&RPSXWLQJ�$FWLRQ�3ODQ� DUH�EHLQJ�
LPSOHPHQWHG�LQ�DQ�RSDTXH�IDVKLRQ��FUHDWLQJ�XQFHUWDLQW\�IRU�PXOWLQDWLRQDO�
FRPSDQLHV�LQ�&KLQD��DQG�LQ�WKH�ZRUVW�FDVHV��VHUYLQJ�DV�GLVFULPLQDWRU\�LPSRUW�
VXEVWLWXWLRQ�

x 3XEOLF�3URFXUHPHQW�WLHG�WR�'RPHVWLF�,3��$�PDLQ�WKUXVW�RI�&KLQD¶V�LQGLJHQRXV�
LQQRYDWLRQ�FDPSDLJQ�DUH�D�VSHFLILF�VHW�RI�SROLFLHV�WKDW�LQFHQWLYL]H�WKH�SXEOLF�
SURFXUHPHQW�RI�SURGXFWV�ZLWK�µLQGLJHQRXV¶�,3��86,72�DGYRFDWHV�WKDW�&KLQD�
LPSOHPHQW�SUR�FRPSHWLWLYH�SURFXUHPHQW�SROLF\�GHFLVLRQV�DW�DOO�OHYHOV�RI�
JRYHUQPHQW�DQG�HQVXUH�WKDW�SURFXUHPHQW�SROLFLHV�DUH�FRQVLVWHQW�ZLWK�WKH�
$JUHHPHQW�RQ *RYHUQPHQW�3URFXUHPHQW��*3$���ZKLFK�&KLQD�LV�LQ�WKH�SURFHVV�RI�
DFFHGLQJ��

x ,QWHJUDWHG�&LUFXLW��,&��,QGXVWU\�6XSSRUW�0HDVXUHV��&KLQD�VHHNV�WR�GHYHORS�D�
FRPSOHWHO\�LQGLJHQRXV�DQG�FRQWUROODEOH�HQG�WR�HQG�VHPLFRQGXFWRU�LQGXVWU\��7KLV�
LQFOXGHV�PRYLQJ�DJJUHVVLYHO\�WR�LPSOHPHQW�D�FRPSUHKHQVLYH�SURJUDP�GHVLJQHG�
WR�ORFDOL]H�WHFKQRORJ\�WKURXJK�DFTXLVLWLRQ�DQG�GHYHORSPHQW��PDUNHW�DFFHVV�
UHVWULFWLRQV��DQG�RWKHU�SUHIHUHQWLDO�SROLFLHV��,Q�SDUWLFXODU��WKH�,&�3URPRWLRQ�
*XLGHOLQHV JR�DJDLQVW�WKH�&KLQHVH�JRYHUQPHQW¶V�FRPPLWPHQW�WR�QRW�GLUHFWO\�
LQIOXHQFH�FRPPHUFLDO�GHFLVLRQV�RI�VWDWH�RZQHG�HQWHUSULVHV��62(V� XQGHU�6HFWLRQ�
��RI�WKH�:72�$FFHVVLRQ�3URWRFRO��

,17(//(&78$/�3523(57<��,3�
x 3DWHQWV�DQG�/LFHQVLQJ��7KH�8�6��,&7�VHFWRU�FRQWLQXHV�WR�EH�FRQFHUQHG�DERXW�

JRYHUQPHQW�LQWHUIHUHQFH�LQ�OLFHQVLQJ�DJUHHPHQWV��7KH�&KLQHVH�JRYHUQPHQW�KDV�
SXEOLFO\�DUWLFXODWHG�D�SROLF\�WR�OLPLW�UR\DOWLHV�IRU�SDWHQWHG�WHFKQRORJLHV�SDLG�WR�
IRUHLJQ�FRPSDQLHV�DQG�WR�SURPRWH�WKH�GRPHVWLF�GHYHORSPHQW�RI�HVVHQWLDO�,3��
&KLQD�VHHNV�WR�IRVWHU�WKH�GRPHVWLF�GHYHORSPHQW�RI�LQQRYDWLYH�WHFKQRORJLHV�DQG�
,35�LQ�SDUW�WKURXJK�WHFKQRORJ\�PDQGDWHV�RU�SURPRWLRQ�RI�XQLTXH�QDWLRQDO�
VWDQGDUGV�WKDW�DUH WKHQ�WXUQHG�LQWR�WHFKQLFDO�UHJXODWLRQV��7KLV�SROLF\�LV�DOVR�
LPSOHPHQWHG�WKURXJK�GLUHFW�RU�LQGLUHFW�LQWHUIHUHQFH�E\�&KLQHVH�DXWKRULWLHV�LQ�
OLFHQVLQJ�QHJRWLDWLRQV�EHWZHHQ�&KLQHVH�DQG�IRUHLJQ�WHFKQRORJ\�FRPSDQLHV��6XFK�
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LQWHUIHUHQFH�LV�D�GUDPDWLF�GHSDUWXUH�IURP�KRZ�EXVLQHVV�LV�FRQGXFWHG�DQG�
WHFKQRORJ\�WUDQVIHU�DUUDQJHPHQWV�DUH�FRQFOXGHG�LQ�WKH�JOREDO�PDUNHW�

x (QIRUFHPHQW� (QIRUFHPHQW�DFWLRQV�VKRXOG�EH�PHDVXUHG�DJDLQVW�&KLQD¶V�
FRPPLWPHQWV�XQGHU�WKH�$JUHHPHQW�RQ�7UDGH�5HODWHG�$VSHFWV�RI�,QWHOOHFWXDO�
3URSHUW\�5LJKWV �75,36� WR�SURYLGH�FRS\ULJKW�RZQHUV�ZLWK�³HIIHFWLYH�DFWLRQ�
DJDLQVW�DQ\�DFW�RI�LQIULQJHPHQW�LQ�LQWHOOHFWXDO�SURSHUW\�ULJKWV�FRYHUHG�XQGHU�WKLV�
$JUHHPHQW´��$UWLFOH�����DQG�LI�WKH�LQIULQJHPHQW�DPRXQWV�WR�³ZLOIXO�WUDGHPDUN�
FRXQWHUIHLWLQJ�RU�FRS\ULJKW�SLUDF\�RQ�D�FRPPHUFLDO�VFDOH´�WR�SURYLGH�IRU�FULPLQDO�
SHQDOWLHV�LQFOXGLQJ�LPSULVRQPHQW�DQG�PRQHWDU\�ILQHV�VXIILFLHQW�WR�SURYLGH�D�
GHWHUUHQW�WR�IXWXUH�DFWV�RI�SLUDF\��$UWLFOH������7KRXJK�WKHUH�KDYH�EHHQ�VHYHUDO�
SRVLWLYH�,35�HQIRUFHPHQW�GHYHORSPHQWV��HIIHFWLYH FULPLQDO�RU�FLYLO�HQIRUFHPHQW�
UHPDLQV�ZKROO\�LQDGHTXDWH�DQG�XQUHOLDEOH��

x 7UDGH�6HFUHWV� &KLQD�GRHV�QRW�FXUUHQWO\�KDYH�D�VWDQGDORQH�WUDGH�VHFUHWV�ODZ��
DQG�WUDGH�VHFUHWV UHPDLQ�RQH�RI�WKH�PRVW�DW�ULVN�W\SHV�RI�,3�IRU�PXOWLQDWLRQDO�
FRPSDQLHV�LQ�&KLQD� $UWLFOH����RI�75,36�VWDWHV WKDW�PHPEHUV�VKDOO�SURWHFW�
³XQGLVFORVHG�LQIRUPDWLRQ´ DQG�³GDWD�VXEPLWWHG�WR�JRYHUQPHQWV�RU�JRYHUQPHQWDO�
DJHQFLHV´�XVLQJ�HIIHFWLYH�PHDVXUHV� 7R IXOILOO�FRPPLWPHQWV�WR�WUDGH�VHFUHWV�
SURWHFWLRQ�DQG�HQIRUFHPHQW��&KLQD�VKRXOG�IROORZ WKH�%HVW�3UDFWLFHV�LQ�7UDGH�
6HFUHW�3URWHFWLRQ�DQG�(QIRUFHPHQW�$JDLQVW�0LVDSSURSULDWLRQ DV�DGRSWHG�E\�WKH�
$VLD�3DFLILF�(FRQRPLF�&RRSHUDWLRQ��$3(&��DQG GHYHORS�D�FRPSUHKHQVLYH WUDGH�
VHFUHWV�ODZ��

x &RXQWHUIHLW�6HPLFRQGXFWRUV��'DWD�VXJJHVWV�WKDW�&KLQD�LV�D�PDMRU�VRXUFH�RI�
FRXQWHUIHLW�VHPLFRQGXFWRUV�WKDW�XQGHUPLQH�WKH�TXDOLW\�DQG�UHOLDELOLW\�RI�
HOHFWURQLFV�SURGXFWV�ERWK�LQVLGH�DQG�RXWVLGH�RI�&KLQD��&KLQD¶V�*HQHUDO�
$GPLQLVWUDWLRQ�RI�&XVWRPV��*$&� DQG�RWKHU�ODZ�HQIRUFHPHQW�DQG�PDUNHW�
VXUYHLOODQFH�DJHQFLHV�VKRXOG�HQFRXUDJH�WKH�VHL]XUH�RI�FRXQWHUIHLW�SURGXFWV�DQG�
WDNH�DFWLRQV�OHDGLQJ�WR�WKH�DUUHVW�RI�FRXQWHUIHLWHUV�DQG�FRXQWHUIHLW�WUDGHUV�

0$5.(7�$&&(66
x 7HOHFRPV��&ORXG��DQG�&RPPXQLFDWLRQ�	�,QIRUPDWLRQ�6HUYLFHV��&KLQD¶V�

PDUNHW�UHPDLQV�SUREOHPDWLF�IRU�FRPSDQLHV�RSHUDWLQJ LQ WHOHFRPV��FORXG��DQG�
FRPPXQLFDWLRQV�DQG�LQIRUPDWLRQ�VHUYLFHV��7KH�XSGDWHG������7HOHFRP�6HUYLFHV�
&DWDORJ�LQFRUUHFWO\�FODVVLILHV�D�ZLGH�UDQJH�RI�,&7�WHFKQRORJLHV�DQG�VHUYLFHV�DV�
WHOHFRP�YDOXH�DGGHG�VHUYLFHV�VXEMHFWLQJ�PXOWLQDWLRQDO�ILUPV�WR�H[SOLFLW�OLPLWDWLRQV�
RQ�PDUNHW�DFFHVV��&ORXG�FRPSXWLQJ��GHVSLWH�EHLQJ�LGHQWLILHG�DV�DQ�DUHD�RI�
VWUDWHJLF�GHYHORSPHQW�LQ�&KLQD��UHPDLQV�ODUJHO\�RII�OLPLWV�WR�IRUHLJQ�,&7�
FRPSDQLHV��GXH�WR�VHYHUDO�SROLF\�FKDOOHQJHV��LQFOXGLQJ�HTXLW\�FDSV��LQYHVWPHQW�
UHVWULFWLRQV��FRQQHFWLYLW\�UHTXLUHPHQWV��DQG�PDUNHW�HQWU\�EDUULHUV� 6LPLODU�EDUULHUV�
H[LVW�LQ�IRU�SURYLGHUV�RI�FRQWHQW�GHOLYHU\�QHWZRUNV�DQG�LQIRUPDWLRQ�VHUYLFHV��VXFK�
DV�LQWHUDFWLYH�RQOLQH�SODWIRUPV��2Q�WRS�RI�WKHVH�FRQFHUQV��WKH�&KLQHVH�
JRYHUQPHQW�FRQWLQXHV�WR�H[SDQG�FRQWURO�RI�FRPPXQLFDWLRQ�DQG�LQIRUPDWLRQ�
VHUYLFHV��LQFOXGLQJ�WKURXJK�FHQVRUVKLS��

x 7HFKQLFDO�6WDQGDUGV��&KLQD�LV�DJJUHVVLYHO\�LPSOHPHQWLQJ�DQG�XWLOL]LQJ�WHFKQLFDO�
VWDQGDUGV�WR�VXSSRUW�GHYHORSPHQW�RI�NH\�LQGXVWULHV��HVSHFLDOO\�LQ�WKH�,&7�LQGXVWU\��
&KDOOHQJHV IRU�86,72�PHPEHUV�LQFOXGH�&KLQD¶V�GHYHORSPHQW�RI�LQGLJHQRXV�
VWDQGDUGV�WKDW��L��DLP�WR�GLVSODFH�JOREDO�VWDQGDUGV�ZKHQ�PDQGDWHG���LL��FUHDWH�
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VLJQLILFDQW�LQWHURSHUDELOLW\�LVVXHV�EHFDXVH�WKH\�SRVVHVV�LPSRUWDQW�GLYHUVLRQV�
IURP�JOREDO�VWDQGDUGV���LLL��ODFN�VXIILFLHQW�VDIHJXDUGV�WR�SURWHFW�WKH�,3�DW�LVVXH�LQ�
VWDQGDUGV�VHWWLQJ�DFWLYLWLHV��DQG��LY��DUH�GHYHORSHG�ZLWKRXW�DGHTXDWH�
WUDQVSDUHQF\�DQG�SDUWLFLSDWLRQ�ULJKWV�IRU�IRUHLJQ�FRPSDQLHV��)XUWKHUPRUH��
YROXQWDU\�VWDQGDUGV�RIWHQ�DUH�PDGH�PDQGDWRU\�WKURXJK�YDULRXV�DGPLQLVWUDWLYH�
PHDVXUHV��DQG�ZLWKRXW�VXIILFLHQW�QRWLFH�WR�IRUHLJQ�FRPSDQLHV��86,72�HQFRXUDJHV
&KLQD¶V�JRYHUQPHQW�WR�DGRSW�WHFKQRORJ\�QHXWUDO�SROLF\�DQG�OHW�WKH�PDUNHW�VHOHFW�
WHFKQRORJ\�DQG�VWDQGDUGV��

x &\EHUVHFXULW\��:LWK�WKH�&\EHUVHFXULW\�/DZ FRPLQJ�LQWR�IRUFH�RQ�-XQH����������
86,72�KDV�EHHQ�FORVHO\�PRQLWRULQJ�WKH�UHOHDVH�RI�UHODWHG�LPSOHPHQWDWLRQ�
PHDVXUHV�LQ�DGGLWLRQ�WR�WUDFNLQJ�H[LVWLQJ�FRQFHUQV�ZLWK�WKH�ODZ��7KH�ODZ�LPSRVHV�
D�QXPEHU�RI�F\EHUVHFXULW\�UHVWULFWLRQV�RQ�D�EURDG�DUUD\�RI�DFWLYLWLHV��LQFOXGLQJ�
LPSRVLQJ�UHVWULFWLRQV�RQ�WKH�FURVV�ERUGHU�PRYHPHQW�RI�GDWD�IRU�QHWZRUN�
RSHUDWRUV�DQG�RSHUDWRUV�RI�FULWLFDO�LQIRUPDWLRQ�LQIUDVWUXFWXUH���&KLQD¶V�EURDG�
GHILQLWLRQ�RI�FULWLFDO�LQIRUPDWLRQ�LQIUDVWUXFWXUH�ZLOO�LPSRVH�VLJQLILFDQW�EXUGHQV�RQ�
FRPSDQLHV�ZKRVH�DFWLYLWLHV�IDOO�XQGHU�&KLQD¶V�H[SDQVLYH�VFRSH��3UREOHPDWLF�
LPSOHPHQWLQJ�PHDVXUHV�RU�SURJUDPV�LQFOXGH�WKH�&\EHUVHFXULW\�5HYLHZ 5HJLPH��
WKH�UHWURDFWLYHO\�LPSOHPHQWHG &\EHU�&ULWLFDO�(TXLSPHQW�DQG�&\EHUVHFXULW\�
6SHFLILF�3URGXFW�&DWDORJXH��DQG�&RPPHUFLDO�(QFU\SWLRQ�5HJXODWLRQV DQG�D�'UDIW�
&U\SWRJUDSK\�/DZ WKDW�GR�QRW�DOLJQ�ZLWK�LQWHUQDWLRQDO�HQFU\SWLRQ�SULQFLSOHV�

1$7,21$/�75($70(17
x *RYHUQPHQW�3URFXUHPHQW��:KLOH�&KLQD¶V�WUDGH�SDUWQHUV�KDYH�PDGH�

FRQVLGHUDEOH�HIIRUWV�WR�SHUVXDGH�&KLQD�WR�MRLQ�WKH�$JUHHPHQW�RQ�*RYHUQPHQW�
3URFXUHPHQW��*3$���&KLQD�LV�QRW�\HW D�SDUW\ DQG�KDV�EHHQ�XQHQWKXVLDVWLF�LQ�
PHHWLQJ�LWV�ELQGLQJ�FRPPLWPHQW�WR�MRLQ�WKH�*3$��&KLQD�ZDV�DFFHSWHG�DV�DQ�
REVHUYHU�WR�WKH�*3$�RQ�)HEUXDU\�����������86,72�DGYRFDWHV�FOHDU�DQG�VWHDG\�
LPSURYHPHQWV�LQ�JRYHUQPHQW�SURFXUHPHQW�SROLF\��EXLOGLQJ�WRZDUG�DFFHVVLRQ�WR�
WKH�*3$�DV�VRRQ�DV�SRVVLEOH�

x (QYLURQPHQW�DQG�(QHUJ\�(IILFLHQF\�5HJXODWLRQV�DQG�6WDQGDUGV��86,72�KDV�
SURYLGHG�IHHGEDFN�WR�&KLQHVH�PLQLVWULHV�DQG�DJHQFLHV�RQ�D�QXPEHU�RI�LVVXHV�
WKDW�DUH�LQ YLRODWLRQ�RI�:72�FRPPLWPHQWV��LQFOXGLQJ�HQYLURQPHQWDO�UHJXODWLRQV��
SURGXFW�HQHUJ\�HIILFLHQF\�VWDQGDUGV��DQG HFR�GHVLJQ�UHODWHG�SURGXFWV�VWDQGDUGV��
,Q�SDUWLFXODU��86,72�KDV�FRQFHUQV�UHJDUGLQJ�WKH�5HVWULFWLRQ�RI�+D]DUGRXV�
6XEVWDQFHV��5R+6��DQG�WKH�:DVWH�(OHFWULFDO�DQG�(OHFWURQLF�(TXLSPHQW�'LUHFWLYH�
�:(((�'LUHFWLYH��

&867206

x ,QIRUPDWLRQ�7HFKQRORJ\�$JUHHPHQW��,7$� ([SDQVLRQ��7KH�H[SDQGHG�,7$�QRZ�
FRYHUV�DQ�DGGLWLRQDO�����SURGXFWV��LQFOXGLQJ�QH[W�JHQHUDWLRQ�VHPLFRQGXFWRUV�
NQRZQ�DV�PXOWL�FRPSRQHQW�VHPLFRQGXFWRUV��0&2V�� +RZHYHU��LQ�-DQXDU\��&KLQD�
WHPSRUDULO\�LQFUHDVHG�WDULIIV�RQ�VRPH�0&2 SURGXFW�OLQHV��LQ�DSSDUHQW YLRODWLRQ�RI�
LWV�,7$�FRPPLWPHQWV��86,72�XUJHV�WKH�&KLQHVH�JRYHUQPHQW�WR�LVVXH�DQ�
LPPHGLDWH�WDULII�DGMXVWPHQW�WR�SURYLGH�GXW\�IUHH�WUHDWPHQW�IRU�0&2V�DQG�DQ\�
RWKHU�,7$�FRYHUHG�SURGXFW�FRQVLVWHQW�ZLWK�&KLQD¶V�,7$�FRPPLWPHQWV��
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x &XVWRPV�9DOXDWLRQ�DQG�7UDGH�)DFLOLWDWLRQ� $V�SDUW�RI�LWV�:72�DFFHVVLRQ�
DJUHHPHQW��&KLQD�DJUHHG�WR�LPSOHPHQW�LWV�REOLJDWLRQV�XQGHU�WKH�$JUHHPHQW�RQ�
&XVWRPV�9DOXDWLRQ��*$77�$UWLFOH�9,,��XSRQ�DFFHVVLRQ��ZLWKRXW�DQ\�WUDQVLWLRQ�
SHULRG��,W�LV�86,72¶V�H[SHULHQFH�WKDW�&KLQD�LV�GHYLDWLQJ�IURP�UHTXLUHPHQWV�E\�
XVLQJ DQ�RXWGDWHG�DQG�DUELWUDU\�SULFLQJ�PHWKRGRORJ\�IRU�YDOXDWLRQ� TXHVWLRQLQJ�
WKH�WUDQVDFWLRQ�YDOXH�RI�LPSRUWV��DQG�FRQGXFWLQJ FXVWRPV�YDOXDWLRQ�
GHWHUPLQDWLRQV�LQ�D�ZD\�WKDW�LV�QRW�WUDQVSDUHQW�DQG YDULHV�IURP�SRUW�WR�SRUW��

x &XVWRPV�,PSOHPHQWDWLRQ��,QFRQVLVWHQW��LQHIILFLHQW��DQG�RSDTXH�FXVWRPV�UXOHV�
DQG�SURFHGXUHV�FRQWUDGLFW WKH�GLUHFWLRQ�RI�&KLQD¶V�:72�FRPPLWPHQWV�WR�D�
WUDGLQJ�UHJLPH�WKDW�IRVWHUV�KDUPRQL]DWLRQ��WUDQVSDUHQF\�DQG�VLPSOLILHG�FXVWRPV�
IRUPDOLWLHV��.H\�FRQFHUQV�LQFOXGH��L��YDJXH�DQG�LQFRQVLVWHQW�UHJXODWLRQV�
�LL� GLIILFXOW\�LQ DGGUHVVLQJ�RU�UHVROYLQJ�UHJXODWRU\�LVVXHV�ZLWK�&KLQHVH�FXVWRPV�
RIILFLDOV� �LLL� OLPLWHG�FXVWRPV�ZRUNLQJ�KRXUV�RQ�ZHHNGD\V�DQG�RQ�ZHHNHQGV���LY��
UHOLDQFH�RQ�SDSHU�GHFODUDWLRQV��DQG��Y��VLPSOLILFDWLRQ�RI�ERQGHG�JRRGV�EHWZHHQ�
VSHFLDO�VXSHUYLVLRQ�]RQHV�
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,,� ,1'8675,$/�32/,&<�

$� &+,1$¶6�,1'8675,$/�32/,&<�&2175$',&76�7+(�63,5,7�2)�7+(�:72

&KLQD¶V�GULYH�WR�SURPRWH�³LQGLJHQRXV�LQQRYDWLRQ´�LV�HPERGLHG�DFURVV�LQGXVWULDO�SROLF\�
WKDW�V\VWHPDWLFDOO\�IDYRUV�&KLQHVH SURGXFWV�DQG�VHUYLFHV��$�QXPEHU�RI�KLJK�OHYHO�
SURJUDPV�DUH�EHLQJ�LPSOHPHQWHG�LQ�DQ�RSDTXH�IDVKLRQ��FUHDWLQJ�XQFHUWDLQW\�IRU�
PXOWLQDWLRQDO�FRPSDQLHV�LQ�&KLQD��DQG�LQ�WKH�ZRUVW�FDVHV��VHUYLQJ�DV�GLVFULPLQDWRU\�
LPSRUW�VXEVWLWXWLRQ� ,Q�WKH���WK )LYH�<HDU�3ODQ�SHULRG��������������&KLQD�FRQWLQXHV�WR�
HPSKDVL]H LQGLJHQRXV�GHYHORSPHQW�DQG�LPSRUW�VXEVWLWXWLRQ�RI�NH\�WHFKQRORJLHV�UHODWHG�
WR�FORXG�FRPSXWLQJ��WKH�,QWHUQHW�RI�7KLQJV��DQG�%LJ�'DWD��&KLQHVH�LQGXVWULDO�SROLF\�DOVR�
FRQWUDGLFWV�WKH�VSLULW�RI�WKH�:72�E\�SURPRWLQJ�³JRLQJ�RXW´�DQG�³QDWLRQDO�FKDPSLRQV´��
7KH�IROORZLQJ�KLJK�OHYHO�SODQV�FDOO�IRU�&KLQD�WR�GHYHORS�LQWHUQDWLRQDOO\�UHFRJQL]HG�
EUDQGV�LQ�FHUWDLQ�LQGXVWULHV��ZKLOH�WKHVH�LQGXVWULHV�DUH�LQFUHDVLQJO\��RU�FRPSOHWHO\��
FORVHG�WR�IRUHLJQ�SDUWLFLSDWLRQ��

&KLQD�0DQXIDFWXULQJ������ 7KLV�LQGXVWULDO�SROLF\�PDSV RXW�&KLQD¶V�URDG�WR�EHFRPLQJ�D�
VWURQJ�PDQXIDFWXULQJ�QDWLRQ��DQG�HPSKDVL]HV�LQGLJHQRXV�LQQRYDWLRQ�DQG�GRPHVWLF�
FRPSDQLHV�LQ�XSJUDGLQJ PDQXIDFWXULQJ��7KH�SODQ�LQFOXGHV GRPHVWLF�PDUNHW�VKDUH�
WDUJHWV�LQ�LQGXVWULHV�VXFK�DV PRELOH�HTXLSPHQW��PRELOH�FKLSV��RSHUDWLQJ�V\VWHPV�	�
LQGXVWULDO�VRIWZDUH��LQGXVWULDO�FRQWURO�V\VWHPV��URERWLFV�SDUWV�DQG�SURGXFWV� DQG�
DXWRQRPRXV�YHKLFOHV��

$UWLILFLDO�,QWHOOLJHQFH��$,� 'HYHORSPHQW�3ODQ� 7KLV DPELWLRXV SODQ�DLPV�IRU &KLQD�WR�
EHFRPH�D ZRUOG OHDGHU�LQ�$,�WHFKQRORJ\�E\�������DQG�LQFOXGHV�VXSSRUW�IRU�FRPSRQHQWV�
�VXFK�DV�VHPLFRQGXFWRUV��DQG�HQG�XVHV�RI�$,��VXFK�DV�WHOHFRPV��ELJ�GDWD�DQG�FORXG�
FRPSXWLQJ���7KH�ODWWHU�DUH�DUHDV�ZKHUH�PXOWLQDWLRQDO�FRPSDQLHV�DUH SURKLELWHG�IURP�
FRQGXFWLQJ�EXVLQHVV��%HLQJ�EDUUHG�IURP�WKHVH�LQGXVWULHV�PHDQV�WKDW�PXOWLQDWLRQDO�
FRPSDQLHV�DUH�EHLQJ�ORFNHG�RXW�RI�WKH�HFRV\VWHP�IRU�$,�V\VWHPV��EORFNLQJ�DFFHVV�WR�D�
FRUH�$,�PDUNHW�HVWLPDWHG�WR�EH�ZRUWK�PRUH�WKDQ�50%���WULOOLRQ�E\ �����

&ORXG�&RPSXWLQJ�7KUHH�<HDU�$FWLRQ�3ODQ��7KLV�SODQ VHWV�WDUJHWV�IRU�FORXG�UHVHDUFK�
DQG�GHYHORSPHQW��5	'���VWDQGDUGV GHYHORSPHQW��DQG�F\EHUVHFXULW\�WR�EH�UHDFKHG�E\�
������7KH�SODQ�DOVR�SURPRWHV�FORXG�DSSOLFDWLRQV�LQ�DUHDV�OLNH�WKH�DXWRPRELOH�LQGXVWU\��
ZKHUH�IRUHLJQ�SDUWLFLSDWLRQ�LV�DOUHDG\�OLPLWHG� 7KH�SODQ�VWDWHV�WKDW�&KLQD¶V�FORXG�
FRPSXWLQJ�LQGXVWU\�ZLOO�JURZ�WR�50%�����ELOOLRQ�E\�������DQG�FXUUHQWO\�IRUHLJQ�
FRPSDQLHV�DUH�QRW�DEOH�WR�FDSWXUH�WKDW�PDUNHW�VKDUH�RXWVLGH�RI�SURYLGLQJ�WHFKQLFDO�
H[SHUWLVH�WR�GRPHVWLF�FORXG�FRPSDQLHV�

%� 38%/,&�352&85(0(17 7,('�72�'20(67,&�,3

$�PDLQ�WKUXVW�RI�&KLQD¶V�LQGLJHQRXV�LQQRYDWLRQ�FDPSDLJQ�DUH�D�VSHFLILF�VHW�RI�SROLFLHV�
WKDW�LQFHQWLYL]H�WKH�SXEOLF�SURFXUHPHQW�RI�SURGXFWV�ZLWK�µLQGLJHQRXV¶�,3��,Q�������WKH�
0LQLVWU\�RI�)LQDQFH��02)��DQG�0LQLVWU\�RI�6FLHQFH�DQG�7HFKQRORJ\��0267��HDFK�
UHSHDOHG�NH\�LQGLJHQRXV�LQQRYDWLRQ�SROLFLHV��ZKLFK�LQGXVWU\�JHQHUDOO\�YLHZHG�DV�D�
SRVLWLYH�GHYHORSPHQW��:KLOH�WKH�FHQWUDO�JRYHUQPHQW�KDV�UHLWHUDWHG�&KLQD¶V�FRPPLWPHQW�
WR�RSHQQHVV��VRPH�ORFDO�JRYHUQPHQWV�FRQWLQXH�WR�LPSOHPHQW�JRYHUQPHQW�SURFXUHPHQW�
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SROLFLHV�WKDW IDYRU�SURGXFWV�GHYHORSHG�ZLWK�ORFDO�,3��RU�HYHQ�SURGXFWV�ZLWK�,3�IURP�D�
SDUWLFXODU�SURYLQFH�RU�PXQLFLSDOLW\��RYHU�IRUHLJQ�RQHV�

7UDQVSDUHQW��PHULW�EDVHG��WHFKQRORJ\�QHXWUDO��QRQ�GLVFULPLQDWRU\�DQG�SUR�FRPSHWLWLYH�
SURFXUHPHQW�HQVXUHV�WKDW�WKH�JRYHUQPHQW�DV D�XVHU�RI�WHFKQRORJ\�REWDLQV�WKH�EHVW�
JRRGV�DQG�VHUYLFHV�IRU�WKH�EHVW�YDOXH� /LPLWLQJ�JRYHUQPHQW�SURFXUHPHQW�WR�LQGLJHQRXVO\�
GHYHORSHG�SURGXFWV��ZKHWKHU�GHILQHG�E\�QDWLRQDOLW\�RI�,3�RZQHUVKLS��VHFXULW\�DQG�
FRQWUROODELOLW\��RU�DQ\�RWKHU�IDFWRUV��IDLOV�WR�DSSUHFLDWH�WKH�WUXO\�JOREDO�DQG�FURVV�ERUGHU�
QDWXUH�RI�LQQRYDWLRQ�DQG�SURGXFW�GHYHORSPHQW��86,72�DGYRFDWHV�WKDW�&KLQD�LPSOHPHQW
SUR�FRPSHWLWLYH�SURFXUHPHQW�SROLF\�GHFLVLRQV�DW�DOO�OHYHOV�RI�JRYHUQPHQW�DQG�HQVXUH�
WKDW�SURFXUHPHQW�SROLFLHV�DUH�FRQVLVWHQW�ZLWK WKH $JUHHPHQW�RI�*RYHUQPHQW�
3URFXUHPHQW��*3$� ZKLFK�&KLQD�LV�LQ�WKH�SURFHVV�RI�DFFHGLQJ��

&� ,17(*5$7('�&,5&8,7��,&� ,1'8675<�6833257�0($685(6�

&KLQD�VHHNV WR�GHYHORS�D�FRPSOHWHO\�LQGLJHQRXV�DQG�FRQWUROODEOH HQG�WR�HQG�
VHPLFRQGXFWRU�LQGXVWU\��7KLV�LQFOXGHV PRYLQJ�DJJUHVVLYHO\�WR�LPSOHPHQW�D�
FRPSUHKHQVLYH�SURJUDP GHVLJQHG�WR�ORFDOL]H�WHFKQRORJ\�WKURXJK�DFTXLVLWLRQ�DQG�
GHYHORSPHQW��PDUNHW�DFFHVV�UHVWULFWLRQV��DQG�RWKHU�SUHIHUHQWLDO�SROLFLHV��7KH�SURJUDP�
ZDV�LQWURGXFHG�WKURXJK�WKH�,&�3URPRWLRQ�*XLGHOLQHV SXEOLFO\�DQQRXQFHG�LQ�-XQH������
�VHYHUDO�PRQWKV�DIWHU�LW�ZDV�PDGH�DYDLODEOH�WR�GRPHVWLF�VWDNHKROGHUV���6KRUWO\�DIWHU��WKH�
FHQWUDO�JRYHUQPHQW�FRQILUPHG�WKH�HVWDEOLVKPHQW�RI�D�50%�����ELOOLRQ�FHQWUDO�
JRYHUQPHQW�HTXLW\�LQYHVWPHQW�IXQG��RU�WKH�1DWLRQDO�,&�)XQG��6LQFH�WKHQ�GR]HQV�RI�ORFDO�
IXQGV�KDYH�DOVR�EHHQ�HVWDEOLVKHG�E\�SURYLQFLDO�DQG�PXQLFLSDO�JRYHUQPHQWV��

7KLV�IXQGLQJ�KDV�SDUWO\�JRQH�WRZDUGV�UDSLG�FRQVWUXFWLRQ�RI�VHPLFRQGXFWRU�IDEULFDWLRQ�
SODQWV��RU�IDEV��WKURXJKRXW�&KLQD��)RU�H[DPSOH��7VLQJKXD�8QLJURXS�HVWDEOLVKHG�D�
PHPRU\�WHFKQRORJ\�SDUWQHUVKLS�ZLWK�WKH�1DWLRQDO�,&�)XQG�DQG�WKH +XEHL�3URYLQFLDO�
*RYHUQPHQW FDOOHG�<DQJW]H�5LYHU�6WRUDJH�7HFKQRORJ\�&R��7KH�FRPSDQ\�LV�WKH�SDUHQW�
FRPSDQ\�RI�:XKDQ ;0&��ZKLFK�UHFHLYHG�QDWLRQDO�IXQGLQJ�WR�EXLOG�D�����ELOOLRQ�PHPRU\�
FKLS�IDE�LQ�WKH�FLW\�RI�:XKDQ��

7KHUH�LV�ZLGHVSUHDG�FRQFHUQ�WKDW�WKH�FRPELQHG�HIIHFW�RI�WKH�FHQWUDO DQG�UHJLRQDO�
JRYHUQPHQW�IXQGV�FRXOG�SURYH�GLVUXSWLYH�WR�WKH�JOREDO�,&�PDUNHW��XQIDLUO\�SURSSLQJ�XS�
&KLQHVH�FRPSDQLHV�DQG�SRWHQWLDOO\�OHDGLQJ�WR�RYHUFDSDFLW\��7KXV�IDU��WKH�SURJUDP�DQG�
UHODWHG�SROLFLHV�KDYH�EHHQ�GHYHORSHG�DQG�LPSOHPHQWHG�LQ�D�PDQQHU�WKDW�ODFNV�
WUDQVSDUHQF\��7KH�,&�3URPRWLRQ�*XLGHOLQHV JR DJDLQVW�WKH�&KLQHVH JRYHUQPHQW¶V�
FRPPLWPHQW�WR�QRW�GLUHFWO\�LQIOXHQFH�FRPPHUFLDO�GHFLVLRQV�RI�62(V XQGHU�6HFWLRQ���RI�
WKH�:72 $FFHVVLRQ�3URWRFRO��

86,72 DGYRFDWHV�WKDW�IRUHLJQ�JRYHUQPHQWV�DQG�LQGXVWU\ EH�DEOH WR�SURYLGH�LQSXW�RQ�DOO�
HOHPHQWV�RI�&KLQD¶V�,&�SURPRWLRQ�HIIRUWV�DQG LQYHVWPHQW�IXQGV�EHIRUH�WKH\�DUH�IXOO\�
LPSOHPHQWHG��,Q�DGGLWLRQ��WKH�SODQ�DQG�,&�LQYHVWPHQW�IXQGV��DW�WKH�FHQWUDO�DQG�UHJLRQDO�
OHYHOV��VKRXOG�EH IXOO\�LQ�OLQH�ZLWK�&KLQD¶V�FRPPLWPHQWV�WR�WKH�:RUOG�7UDGH�2UJDQL]DWLRQ�
�:72���$3(&��DQG�WKH�:RUOG�6HPLFRQGXFWRU�&RXQFLO�*RYHUQPHQW�$XWKRULWLHV�0HHWLQJ�
RQ�6HPLFRQGXFWRUV��*$06���DPRQJ�RWKHU�IRUXPV���

,,,� ,17(//(&78$/�3523(57<�5,*+76�
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7KH�8�6��,&7�VHFWRU�FRQWLQXHV�WR�EH�FRQFHUQHG�DERXW�JRYHUQPHQW�LQWHUIHUHQFH�LQ�
OLFHQVLQJ�DJUHHPHQWV��7KH�&KLQHVH�JRYHUQPHQW�KDV�SXEOLFO\�DUWLFXODWHG�D�SROLF\�WR�OLPLW�
UR\DOWLHV�IRU�SDWHQWHG�WHFKQRORJLHV�SDLG�WR�IRUHLJQ�FRPSDQLHV�DQG�WR�SURPRWH�WKH�
GRPHVWLF�GHYHORSPHQW�RI�HVVHQWLDO�,3��&KLQD�VHHNV�WR IRVWHU�WKH�GRPHVWLF�GHYHORSPHQW�
RI�LQQRYDWLYH�WHFKQRORJLHV�DQG�,35�LQ�SDUW�WKURXJK�WHFKQRORJ\�PDQGDWHV�RU�SURPRWLRQ�RI�
XQLTXH�QDWLRQDO�VWDQGDUGV�WKDW�DUH�WKHQ�WXUQHG�LQWR�WHFKQLFDO�UHJXODWLRQV��7KLV�SROLF\�LV�
DOVR�LPSOHPHQWHG�WKURXJK�GLUHFW�RU�LQGLUHFW�LQWHUIHUHQFH�E\�&KLQHVH�DXWKRULWLHV�LQ�
OLFHQVLQJ�QHJRWLDWLRQV�EHWZHHQ�&KLQHVH�DQG�IRUHLJQ�WHFKQRORJ\�FRPSDQLHV��6XFK�
LQWHUIHUHQFH�LV�D�GUDPDWLF�GHSDUWXUH�IURP�KRZ�EXVLQHVV�LV�FRQGXFWHG�DQG�WHFKQRORJ\�
WUDQVIHU�DUUDQJHPHQWV�DUH�FRQFOXGHG�LQ�WKH�JOREDO�PDUNHW�

�*�(VVHQWLDO�,3� 0,,7�KDV�HIIHFWLYHO\�SUHFOXGHG�IRUHLJQ�FRPSDQLHV�WKDW�RZQ�HVVHQWLDO�
,35�IRU�WKLUG�JHQHUDWLRQ��³�*´��ZLUHOHVV�FRPPXQLFDWLRQV�VWDQGDUGV�IURP�QHJRWLDWLQJ�
WHFKQRORJ\�OLFHQVHV�DQG�UR\DOW\�DJUHHPHQWV�GLUHFWO\�ZLWK�&KLQHVH�FRPSDQLHV��ZKLFK�LV�
WKH FXVWRPDU\�EXVLQHVV�SUDFWLFH�JOREDOO\��5DWKHU��DW�WKH�ULVN�RI�EHLQJ�GHQLHG�DFFHVV�WR�
WKH�&KLQHVH�PDUNHW��IRUHLJQ�FRPSDQLHV�KDYH�EHHQ�SUHVVXUHG�WR�HQWHU�LQWR�QHJRWLDWLRQV�
LQYROYLQJ�UR\DOW\�UDWHV�DQG�RWKHU�OLFHQVLQJ�WHUPV�ZLWK�D�FRPPLWWHH�OHG�E\�WKH�&KLQD�
$FDGHP\�RI�,QIRUPDWLRQ�&RPPXQLFDWLRQV�7HFKQRORJ\��&$,&7���D�JRYHUQPHQW�LQVWLWXWLRQ�
VXERUGLQDWH�WR�0,,7���

7KHVH�JRYHUQPHQWDO�SUDFWLFHV�DUH�LQFRQVLVWHQW�ZLWK�WKH�IXQGDPHQWDO�ULJKWV�FRQIHUUHG�E\�
SDWHQW�WR�WHFKQRORJ\�RZQHUV�DQG�FRQVWLWXWH�DQ�H[SUHVVHG�YLRODWLRQ��RU�DW�OHDVW�
QXOOLILFDWLRQ�RU�LPSDLUPHQW��RI�75,36�SDWHQW�SURYLVLRQV��&KLQHVH�JRYHUQPHQW�LPSRVHG�
OLPLWDWLRQV�RQ��*�UR\DOWLHV�RSHUDWH�DV�LPSHUPLVVLEOH�SULFH�FRQWUROV�WKDW�DUH�QRW�
DXWKRUL]HG�XQGHU�&KLQD¶V�SURWRFRO�RI�DFFHVVLRQ�WR�WKH�:72��86,72�LV�FORVHO\�
PRQLWRULQJ�&KLQD¶V�FRPPLWPHQWV�RI�QRQ�LQWHUIHUHQFH�RQ�FRPPHUFLDO�FRQWUDFWV�LQFOXGLQJ�
EXW�QRW�OLPLWHG�WR�UR\DOW\�QHJRWLDWLRQV��OLFHQVLQJ�DJUHHPHQWV��DQG�PDQGDWLQJ�RI�
VWDQGDUGV�DUH�QRW�EHLQJ�KRQRUHG�

$�QHZ�DUHD�LQ�ZKLFK�86,72�PHPEHUV�IDFH�FKDOOHQJHV�LV�WHFKQRORJ\�OLFHQVLQJ�IRU�
LQIRUPDWLRQ�VHFXULW\�DQG�FU\SWRJUDSK\�VWDQGDUGV��&KLQHVH�&RPPHUFLDO�(QFU\SWLRQ�
5HJXODWLRQV UHTXLUH�WKDW�RQO\�JRYHUQPHQW�DSSURYHG�DOJRULWKPV�EH�DGRSWHG�E\�LQGXVWU\��
\HW�PDQ\�RI�WKH�HVVHQWLDO�,35��WHFKQRORJ\�XVDJH��DQG�OLFHQVLQJ�JXLGHOLQHV IRU�WKHVH�
VWDQGDUGV�KDYH�QRW�EHHQ�PDGH�SXEOLF��)RUHLJQ�ILUPV�DUH�DW�D�GLVDGYDQWDJH�E\�QRW�EHLQJ�
DZDUH�RI�NH\�WHFKQRORJ\�OLFHQVLQJ�DJUHHPHQWV�IRU�PDQGDWRU\�QDWLRQDO�VWDQGDUGV���

7KHUH�KDYH�EHHQ�QR�VLJQV�RI�DQ\�FKDQJH�LQ�&KLQD¶V�SROLF\�RQ�WKLV�LVVXH�VLQFH�WKH������
-RLQW�&RPPLVVLRQ�RQ�&RPPHUFH�DQG�7UDGH �-&&7� PHHWLQJ��ZKHUH�&KLQD�SURPLVHG�QRW�
WR�LQWHUIHUH�LQ�UR\DOW\�QHJRWLDWLRQV�DW�OHDVW�IRU��*�OLFHQVHV��7KH�8�6��JRYHUQPHQW�VKRXOG�
FRQWLQXH�WR�SUHVV�&KLQD�RQ�WKLV�PDWWHU�E\��L��FODULI\LQJ�WKDW�LWV������FRPPLWPHQW�H[WHQGV�
WR�DOO�JRYHUQPHQW�DQG�TXDVL�JRYHUQPHQW�SHUVRQQHO��DQG�LV�QRW�OLPLWHG�WR�³&KLQHVH�
UHJXODWRUV´�DORQH��DQG��LL��H[SDQGLQJ�WKDW�FRPPLWPHQW��EDVHG�RQ�:72�UHTXLUHPHQWV�VR�
WKDW�LW�GRHV�QRW�DSSO\�VROHO\�WR��*�OLFHQVHV��,QWHUIHULQJ�LQ�UR\DOW\�QHJRWLDWLRQV�YLRODWHV�
IDLU�WUDGH�DQG�DOORZLQJ�PDUNHW�GHPDQG�WR�GHWHUPLQH�SULFHV�IRU�VXFK�,3��&KLQHVH�
PDQXIDFWXUHUV�VKRXOG�EH�SHUPLWWHG�WR�QHJRWLDWH�GLUHFWO\�ZLWK�IRUHLJQ�,3�KROGHUV��
2WKHUZLVH��WKH�35&�JRYHUQPHQW�ZLOO�FRQWLQXH�WR�ILQG�ZD\V�WR�LQWHUIHUH�LQ�UR\DOW\�
QHJRWLDWLRQV�
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5HIXVDO�WR�/LFHQVH� 7KH�DELOLW\�IRU�GRPLQDQW��VXFFHVVIXO��FRPSDQLHV�WR�XQLODWHUDOO\�DQG�
XQFRQGLWLRQDOO\�UHIXVH�WR�OLFHQVH�WKHLU�,3��LQ�WKH�DEVHQFH�RI�DQ�REOLJDWLRQ�WR�GR�VR��
VKRXOG�EH�SUHVHUYHG��7KH�SXUSRVH�RI�JUDQWLQJ�,3�ULJKWV�LV�WR�HQDEOH�DQ�,35�KROGHU�WR�
FRQWURO�WHFKQRORJ\�VR�WKDW�LW�FDQ�VHFXUH�DQ�DGHTXDWH�UHWXUQ�RQ�RQH¶V�LQYHVWPHQW�LQ�
GHYHORSLQJ�DQG�FRPPHUFLDOL]LQJ�WKH�LQYHQWLRQ�DW�LVVXH��,QGHHG��$UWLFOH����RI�75,36�
PDNHV�LW�FOHDU�WKDW�WKH�ULJKW�WR�H[FOXGH�RWKHUV�IURP�WKH�LQYHQWLRQ�LV�IXQGDPHQWDO�WR�DQG�D�
ODZIXO�DQG�SURSHU�H[HUFLVH�RI�,35��

x $UWLFOH����E��RI�WKH�6WDWH�$GPLQLVWUDWLRQ�IRU�,QGXVWU\�DQG�&RPPHUFH¶V��6$,&¶V� ,3�
*XLGHOLQHV�IRU�$QWL�0RQRSRO\�(QIRUFHPHQW ZRXOG�SURKLELW�DQ�XQFRQGLWLRQDO��
XQLODWHUDO�UHIXVDO�WR�OLFHQVH�,35�ZKHQ�WKH�UHIXVDO�³ZLOO�FDXVH�>WKH�SRWHQWLDO@�
OLFHQVHH�QRW�WR�EH�DEOH�WR�FRPSHWH�HIIHFWLYHO\�DQG�QHJDWLYHO\�DIIHFW�FRPSHWLWLRQ�
DQG�LQQRYDWLRQ�LQ�WKH�UHOHYDQW�PDUNHW�´�$PRQJ�RWKHU�SRVVLEOH�FRQGXFW��$UWLFOH����
RI�WKH�JXLGHOLQHV�GHILQHV�³QHJDWLYH�LPSDFW�WR�FRPSHWLWLRQ´�DV�UHIXVLQJ�WR�OLFHQVH�
,35�WR�³FRQWURO�WHFKQRORJLHV�DQG�RWKHU�UHVRXUFHV�´�&KDSWHU���RI�&KLQD¶V�3DWHQW�
/DZ DOVR�FXUUHQWO\�SHUPLWV�FRPSXOVRU\�OLFHQVLQJ�ZKHQ�D�SDWHQWHH�KDV�IDLOHG�WR�
VXIILFLHQWO\�H[SORLW�WKH�SDWHQW��ZLWKRXW�SURYLGLQJ�JXLGDQFH�DV�WR�KRZ�³VXIILFLHQW�
H[SORLWDWLRQ´�ZRXOG�EH�GHWHUPLQHG��

x 6RPH�RI�WKH�H[LVWLQJ�SURYLVLRQV�LQ�&KDSWHU���RI�&KLQD¶V�3DWHQW�/DZ GR�QRW�
FRPSO\�ZLWK�DOO�FRPSXOVRU\�OLFHQVLQJ�UHVWULFWLRQV�LQ�$UWLFOH����RI�75,36��)RU�
LQVWDQFH��$UWLFOH����RI�WKH�ODZ�SHUPLWV�FRPSXOVRU\�OLFHQVLQJ�ZKHQ�LW�LV�LQ�WKH�
³SXEOLF�LQWHUHVW´�ZLWKRXW�GHILQLQJ�WKRVH�ZRUGV��7KH�VXEVWDQWLYH�JURXQGV�UHIHUUHG�
WR�LQ�75,36�$UWLFOH����ZKLFK�JRYHUQV�FRPSXOVRU\�OLFHQVLQJ�DUH�YHU\�QDUURZ��WKH\�
LQFOXGH�³QDWLRQDO�HPHUJHQFLHV�RU�RWKHU�FLUFXPVWDQFHV�RI�H[WUHPH XUJHQF\�´�EXW�
QRW�WKH�JHQHUDO�³SXEOLF�LQWHUHVW´�UHFLWHG�LQ�$UWLFOH�����,Q�&KLQD��³SXEOLF�LQWHUHVW´�
PLJKW�EH�GHILQHG�YHU\�EURDGO\��

x 7KLV�VDPH�LVVXH�DOVR�LV�UDLVHG�E\�$UWLFOH����RI�WKH�3DWHQW�/DZ��ZKLFK�DOORZV�
FRPSXOVRU\�OLFHQVLQJ�RI�VHPLFRQGXFWRU�WHFKQRORJ\�LQ�WKH�³SXEOLF�LQWHUHVW�´�HYHQ�
WKRXJK�75,36�$UWLFOH����F��PDNHV�LW�FOHDU�WKDW�FRPSXOVRU\�OLFHQVLQJ�³LQ�WKH�FDVH�
RI�VHPLFRQGXFWRU�WHFKQRORJ\�VKDOO�RQO\�EH�IRU�SXEOLF�QRQ�FRPPHUFLDO�XVH�RU�WR�
UHPHG\�D�SUDFWLFH�GHWHUPLQHG�DIWHU�MXGLFLDO�RU�DGPLQLVWUDWLYH�SURFHVV�WR�EH�DQWL�
FRPSHWLWLYH�´�7KH�LPSRUWDQW�DQG�OLPLWLQJ�WHUP�³SXEOLF�QRQ�FRPPHUFLDO�XVH´�LQ�
75,36�$UWLFOH����F��LV�VLJQLILFDQWO\�PRUH�UHVWULFWLYH�WKDQ�WKH�³SXEOLF�LQWHUHVW�´�$V�D�
ILQDO�H[DPSOH��XQGHU�75,36�$UWLFOH����K��FRPSHQVDWLRQ�QHHGV�WR�EH�EDVHG�RQ�
³WKH�HFRQRPLF�YDOXH�RI�WKH�DXWKRUL]DWLRQ�´�

x $UWLFOH����RI�WKH�3DWHQW�/DZ SURVFULEHV�IRU�DQ�DZDUG�RI�³UHDVRQDEOH�UR\DOWLHV´�IRU�
D�FRPSXOVRU\�OLFHQVH�JUDQW��7KHUH�LV�QR�UDWLRQDOH�IRU�D�SDWHQW�KROGHU�WR�UHFHLYH�
OHVV�FRPSHQVDWLRQ�XQGHU�$UWLFOH����WKDQ�XQGHU�$UWLFOH����MXVW�EHFDXVH��IRU�
H[DPSOH��WKH SDWHQW�LV�GHHPHG�LPSRUWDQW��H�J��IRU�SXEOLF�KHDOWK���5DWKHU��LW�LV�
HTXDOO\�LPSRUWDQW��LQGHHG�PRUH�VR��WKDW�FRPSXOVRU\�OLFHQVH�DZDUGV�IXOO\�
FRPSHQVDWH�WKH SDWHQW�KROGHU�IRU�ORVVHV�DV�UHTXLUHG�E\�$UWLFOH����K��RI�75,36��
&KLQD�LV�LQ�WKH�PLGVW�RI�DPHQGLQJ�LWV�SDWHQW�ODZ�IRU�WKH�IRXUWK�WLPH��7KH�6WDWH�
,QWHOOHFWXDO�3URSHUW\�2IILFH��6,32��VKRXOG�XVH�WKLV�RSSRUWXQLW\�WR�FORVH�WKH�JDSV�
EHWZHHQ�WKH�VLJQLILFDQW�75,36 UHVWULFWLRQV�RQ�FRPSXOVRU\�OLFHQVLQJ�DQG�WKH�
3DWHQW�/DZ¶V�FRPSXOVRU\�OLFHQVLQJ�SURYLVLRQV�
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6HUYLFH�,QYHQWLRQ�5HJXODWLRQV��6,5�� ,Q�$SULO������ WKH /HJLVODWLYH�$IIDLUV�2IILFH�RI�WKH�
6WDWH�&RXQFLO��6&/$2� SXEOLVKHG�D GUDIW RI�WKH�6HUYLFH�,QYHQWLRQ�5HJXODWLRQV IRU�SXEOLF�
FRPPHQW�WKDW�EURDGHQHG WKH�VFRSH�RI�LQYHQWLRQV�UHTXLULQJ�UHPXQHUDWLRQ��LQFUHDVHG
PLQLPXP�SD\PHQW�DPRXQWV��DQG�LPSRVHG DGGLWLRQDO�DGPLQLVWUDWLYH�UHTXLUHPHQWV�RQ�
HPSOR\HU�UHPXQHUDWLRQ�SURJUDPV��,Q�2FWREHU�������WKH�/DZ�RQ�3URPRWLQJ�
&RPPHUFLDOL]DWLRQ�RI�6FLHQWLILF DQG�7HFKQRORJLFDO�$FKLHYHPHQWV ZDV�DPHQGHG�WR�
UHTXLUH�WKDW�UHYHQXH�IURP�WKH�LQYHVWPHQW��VDOH��RU�OLFHQVLQJ�RI�UHVHDUFK�UHVXOWV��
LQFOXGLQJ�XQSDWHQWHG�LGHDV��EH�GLYLGHG�HTXDOO\�DPRQJ�FRQWULEXWLQJ�SHUVRQQHO�LI�WKH�
HPSOR\HU�KDG�QRW SUHYLRXVO\�HVWDEOLVKHG�D�UHZDUG�PRGH�DQG�DPRXQW�LQ�FRQVXOWDWLRQ�
ZLWK�VWDII� 7KHVH�UHTXLUHPHQWV�DUH�ULJLG�DQG�DGPLQLVWUDWLYHO\�EXUGHQVRPH��

,3�DQG�6WDQGDUGV� ,Q�$SULO�������WKH�6WDWH�,QWHOOHFWXDO�3URSHUW\�2IILFH��6,32��LVVXHG�
DQRWKHU�UHYLVLRQ�RI DPHQGPHQWV�WR�&KLQD¶V�3DWHQW�/DZ��LQFOXGLQJ�$UWLFOH��� RQ�WKH�
GLVFORVXUH�RI�6WDQGDUG�(VVHQWLDO�3DWHQWV��6(3V���$UWLFOH����VWDWHV�WKDW�WKH�H[HUFLVH�RI�
SDWHQW�ULJKWV�³VKDOO�FRPSO\�ZLWK�JRRG�IDLWK�SULQFLSOHV�´�DQG�QRW�³KDUP�SXEOLF�LQWHUHVWV�´�
³LPSURSHUO\�H[FOXGH�RU�UHVWULFW�FRPSHWLWLRQ�´�RU�³LPSHGH�WKH�DGYDQFHPHQW�RI�
WHFKQRORJ\�´�2WKHUZLVH��VXFK�FRQGXFW�LV�GHHPHG�DV�DQ�DEXVH�RI�,3��

,3�DEXVH�LV�D�FRQFHSW�URRWHG�LQ�FRPSHWLWLRQ�ODZ��QRW�SDWHQW�ODZ��7KH�EURDG�SULQFLSOHV�LQ�
$UWLFOH��� GHDOLQJ�ZLWK�JRRG�IDLWK��SXEOLF�LQWHUHVWV�DQG�WKH�DGYDQFHPHQW�RI�WHFKQRORJ\�
KDYH�QR�OLPLWLQJ�SDUDPHWHUV��7KLV�LV�QRW�LQ�FRPSOLDQFH�ZLWK�WKH�UHOHYDQW�UHTXLUHPHQWV�LQ�
75,36�DQG�FRXOG�EH�XVHG�WR�IRUFH�WHFKQRORJ\�WUDQVIHU�IURP�VXFFHVVIXO�IRUHLJQ�,&7�
FRPSDQLHV�WR�HPHUJLQJ�GRPHVWLF�FRPSHWLWRUV��86,72�VXEPLWWHG�FRPPHQWV RQ�WKH�GUDIW�
EXW ZHUH�GLVDSSRLQWHG�WR�VHH�WKDW�LQ�WKH�UHYLVHG�GUDIW�UHOHDVHG�E\�6&/$2�RQ�'HFHPEHU�
���������IHZ�UHYLVLRQV�KDG�EHHQ�PDGH�

$QRWKHU NH\�FRQFHUQ�LV�WKH�GHYHORSPHQW�RI�WHFKQLFDO�VWDQGDUGV��DQG�WKH�SURWHFWLRQ�DQG�
GLVSRVDO�RI�,35�LQ�GUDIWLQJ�&KLQD¶V�VWDQGDUGV��75,36 REOLJHV�VLJQDWRULHV�WR�SURWHFW�
SULYDWH�,35��7KH�PRVW�UHFHQW�YHUVLRQ�RI�WKH�3DWHQW�/DZ LQFOXGHV�DQ�DUWLFOH��$UWLFOH�����
UHTXLULQJ�FRPSXOVRU\�OLFHQVLQJ�RI�SDWHQWV�LQ�VWDQGDUGV�LQ�WKH�HYHQW�RI�QRQ�GLVFORVXUH�LQ�
WKH�VWDQGDUGV�IRUPXODWLRQ�SURFHVV��FDXVLQJ�IRUHLJQ�FRPSDQLHV�WR�TXHVWLRQ�WKH�VDIHW\�RI�
WKHLU�,3��7KLV�DUWLFOH�VKRXOG�EH�GHOHWHG�IURP�WKH�3DWHQW�/DZ LQ�RUGHU�IRU�&KLQD�WR�EH
FRPSOLDQW�ZLWK�WKH�75,36�DJUHHPHQW��

8WLOLW\�0RGHO�3DWHQWV��803V�� 7KH�ORZ�OHYHO�RI�LQYHQWLYHQHVV�DQG�WKH�ODFN�RI�
VXEVWDQWLYH�UHYLHZ�IRU�XWLOLW\�PRGHO�SDWHQWV�LQ�&KLQD�FUHDWH�WKH�SRWHQWLDO�IRU�WKH�
HPHUJHQFH�RI�D�SDWHQW�DVVHUWLRQ�HQWLW\ �3$(� SUREOHP��7KH LVVXDQFH�RI�XWLOLW\�PRGHO�
SDWHQWV�LV�JURZLQJ�GUDPDWLFDOO\�EHFDXVH�WKH\�DUH�TXLFN��HDV\�DQG�LQH[SHQVLYH�WR�REWDLQ��
7KH�SUREOHP�LV�FRPSRXQGHG�E\�VKRUWFRPLQJV�LQ�WKH�HQIRUFHPHQW�V\VWHP��DQG�E\�
VXEVLGLHV�DQG�TXRWDV�WKDW�HQFRXUDJH�WKH�ILOLQJ�RI�803V�PHUHO\�WR�UDLVH�SDWHQW�QXPEHUV�
UHJDUGOHVV�RI�TXDOLW\�RU�WKH�LQQRYDWLYH�FRQWULEXWLRQ��:H�XUJH�FRQVXOWDWLRQV�ZLWK�LQGXVWU\�
DQG�RWKHU�JRYHUQPHQWV�WR�LQYHVWLJDWH�UHPHGLHV�WR�WKLV�SRWHQWLDO�SUREOHP��7KLV�W\SH�RI�
,35�DEXVH�YLRODWHV�75,36��VSHFLILFDOO\�DUWLFOHV�����DQG���� 7ZR�RSWLRQV�WR�UHPHG\�WKLV�
ZRXOG�EH�WR�DPHQG�$UWLFOH����RI�WKH�3DWHQW�/DZ�WR�UHTXHVW�SULRU�DUW�VHDUFK�DQG�
VXEVWDQWLDO�H[DPLQDWLRQ�RI�803�DSSOLFDWLRQV� RU�WR�UHYLVH�FXUUHQW�3DWHQW�/DZ $UWLFOH�
�����WR�UDLVH�WKH�H[DPLQDWLRQ�FULWHULD�IRU�LQYHQWLYHQHVV�IRU�803V�WR�WKH�VDPH�OHYHO�DV�
WKDW�IRU�LQYHQWLRQ�SDWHQWV�



86,72 ± &KLQD¶V�:72�&RPSOLDQFH������8675�)LOLQJ ��
:HGQHVGD\�����6HSWHPEHU���

��

%� (1)25&(0(17

(QIRUFHPHQW�DFWLRQV�VKRXOG�EH�PHDVXUHG�DJDLQVW�&KLQD¶V�FRPPLWPHQWV�XQGHU�75,36�WR�
SURYLGH�FRS\ULJKW�RZQHUV�ZLWK�³HIIHFWLYH�DFWLRQ�DJDLQVW�DQ\�DFW�RI�LQIULQJHPHQW�LQ�
LQWHOOHFWXDO�SURSHUW\�ULJKWV FRYHUHG�XQGHU�WKLV�$JUHHPHQW´��$UWLFOH�����DQG�LI�WKH�
LQIULQJHPHQW�DPRXQWV�WR�³ZLOIXO WUDGHPDUN�FRXQWHUIHLWLQJ�RU�FRS\ULJKW�SLUDF\�RQ�D�
FRPPHUFLDO�VFDOH´�WR�SURYLGH�IRU�FULPLQDO�SHQDOWLHV�LQFOXGLQJ�LPSULVRQPHQW�DQG�
PRQHWDU\�ILQHV�VXIILFLHQW�WR�SURYLGH�D�GHWHUUHQW�WR�IXWXUH�DFWV�RI�SLUDF\��$UWLFOH������

7KRXJK�WKHUH�KDYH�EHHQ�VHYHUDO�SRVLWLYH�,35�HQIRUFHPHQW�GHYHORSPHQWV��LQFOXGLQJ�WKH�
DGMXVWPHQW�RI�WKUHVKROGV�DQG�SHQDOWLHV�IRU�,35�LQIULQJHPHQW�DQG�FRRSHUDWLRQ�RI�FRXUWV�
DQG�ODZ�HQIRUFHPHQW�DJHQFLHV��HIIHFWLYH�FULPLQDO�RU�FLYLO�HQIRUFHPHQW�UHPDLQV�ZKROO\�
LQDGHTXDWH�DQG�XQUHOLDEOH���:KHQ�&KLQD�HQWHUHG�WKH�:72��&KLQD�DJUHHG�WR�PDLQWDLQ�
IDLU��LPSDUWLDO��DQG�REMHFWLYH�MXGLFLDO�UHYLHZ��$UWLFOH�;����RI�*$77�DQG�75,36���KRZHYHU��
&KLQD�KDV�IDLOHG�WR�XSKROG�WKRVH�REOLJDWLRQV�LQ�,3�FRXUWV��

86,72�DGYRFDWHV�IRU�&KLQD�WR�WDNH�FRQFUHWH�VWHSV�WR�FDUU\�RXW�LWV�RULJLQDO������
FRPPLWPHQW��D�FRPPLWPHQW�WKDW�KDV�EHHQ�UHSHDWHG�HDFK�\HDU�ZLWKRXW�PXFK�SURJUHVV��
E\�SXUFKDVLQJ�DQG�XVLQJ�OLFHQVHG�VRIWZDUH�ZLWKRXW�GLVFULPLQDWLQJ�EHWZHHQ�&KLQHVH�DQG�
IRUHLJQ�SURGXFHUV�DQG�SURGXFWV��7KH�FXUUHQW�,35�HQYLURQPHQW�IRU�VRIWZDUH�VXIIHUV�IURP�
VORZ��FXPEHUVRPH��DQG�LQHIIHFWLYH�HQIRUFHPHQW��DV�ZHOO�DV�LQVXIILFLHQW�SHQDOWLHV�DQG�
ILQHV��

86,72�EHOLHYHV�WKDW�DGHTXDWH�DWWHQWLRQ��LQYHVWPHQW��DQG�WUDLQLQJ�E\�HQIRUFHPHQW�
DJHQFLHV��LQFOXGLQJ�WKH�3XEOLF�6HFXULW\�%XUHDX��36%���DUH�HVVHQWLDO�WR�LPSURYLQJ�WKH�
,35�HQYLURQPHQW�IRU�VRIWZDUH��$OWKRXJK�&KLQHVH�DXWKRULWLHV�KDYH�XQGHUWDNHQ�VRPH�
DGPLQLVWUDWLYH�HQIRUFHPHQW�DFWLRQV�DJDLQVW�LQIULQJLQJ�HQWLWLHV��WKH�ODFN�RI�WUDQVSDUHQF\�
ZLWK�UHJDUG�WR�VKDULQJ�LQIRUPDWLRQ�DERXW�DFWLRQV�DJDLQVW�LQIULQJHUV�PDNHV�LW�LPSRVVLEOH�
IRU�ULJKWV�KROGHUV�WR�DFFXUDWHO\�DVVHVV�WKH�UHDO�LPSDFW�RI�&KLQD¶V�HQIRUFHPHQW�HIIRUWV��

)LQDOO\��WKH�,35�SURYLVLRQV�LQ�WKH�&ULPLQDO�&RGH�KDYH�QRW�EHHQ�UHYLVHG�VLQFH�������HYHQ�
DIWHU�&KLQD�MRLQHG�WKH�:72�LQ�������DQG�HYHQ�WKRXJK�RWKHU�NH\�,35�ODZV��LQFOXGLQJ�WKH�
3DWHQW�/DZ��7UDGHPDUN�/DZ��DQG�&RS\ULJKW�/DZ��KDYH�EHHQ�DPHQGHG�WR�EULQJ�WKHP�
LQWR�FRPSOLDQFH�ZLWK�&KLQD¶V�75,36�FRPPLWPHQWV��,35�SURYLVLRQV�LQ�WKH�&ULPLQDO�&RGH�
VKRXOG�EH�UHYLVHG�WR�EH�IXOO\�FRPSOLDQW�ZLWK�75,36²PRVW�LPSRUWDQWO\��WR�SURYLGH�
FULPLQDO�SHQDOWLHV�³WKDW�DUH�VXIILFLHQW�WR�SURYLGH�D�GHWHUUHQW´��75,36��$UW������DJDLQVW�
SLUDF\�DQG�FRXQWHUIHLWLQJ��

)RU�H[DPSOH��&KLQHVH�FRXUWV�FXUUHQWO\�LQWHUSUHW�WKH�³IRU�SURILW´�UHTXLUHPHQW�WKDW�H[LVWV�
XQGHU�$UWLFOH�����RI�WKH�&ULPLQDO�&RGH�LQ�D�PDQQHU�WKDW�LV�VLJQLILFDQWO\�QDUURZHU�WKDQ�
WKH�³RQ�D�FRPPHUFLDO�VFDOH´�UHTXLUHPHQW�RI�$UWLFOH����RI�75,36��$V�D�UHVXOW��LW�LV�
HIIHFWLYHO\�LPSRVVLEOH�WR�REWDLQ�FULPLQDO�UHPHGLHV�DJDLQVW�FRUSRUDWH�HQG�XVHU�VRIWZDUH�
SLUDF\��GHVSLWH�WKH�FOHDU�FRPPHUFLDO�LPSDFW�DQG�SXUSRVH�RI�VXFK�SLUDF\���KDUG�GLVN�
ORDGLQJ�VRIWZDUH�SLUDF\��DQG�RQOLQH�VRIWZDUH�SLUDF\��6XFK�ORRSKROHV�VKRXOG�EH�IL[HG�
HLWKHU�E\�DPHQGLQJ�WKH�,35�SURYLVLRQV�LQ�WKH�&ULPLQDO�&RGH�RU�E\�FODULI\LQJ�LWV�VFRSH�LQ�
D�QHZ�MXGLFLDO�LQWHUSUHWDWLRQ��2WKHUZLVH��&KLQD�ZLOO�FRQWLQXH�WR�YLRODWH�LWV�REOLJDWLRQV�
XQGHU�$UWLFOH����RI�75,36�WR�SURYLGH�FULPLQDO�UHPHGLHV�³VXIILFLHQW�WR�SURYLGH�D�GHWHUUHQW´�
WR�WKHVH�IRUPV�RI�FRPPHUFLDO�VFDOH�SLUDF\�
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86,72�DGYRFDWHV WKDW &KLQHVH�DXWKRULWLHV�UHIUDLQ�IURP�IXUWKHU�H[SDQGLQJ�DGPLQLVWUDWLYH�
SRZHU�LQ�FLYLO�SDWHQW�GLVSXWHV�DQG�LQVWHDG�IRFXV�RQ�LPSURYLQJ�TXDOLW\�LQ�WKH�QHZ�
DPHQGPHQW�WR�WKH�3DWHQW�/DZ DQG�LPSDUWLDO�DQG�REMHFWLYH�UXOLQJ�LQ�WKH�MXGLFLDO�V\VWHP�

&� 75$'(�6(&5(76

&KLQD�GRHV�QRW�FXUUHQWO\�KDYH�D�VWDQGDORQH�WUDGH�VHFUHWV�ODZ��DQG�WUDGH�VHFUHWV�
SURWHFWLRQ�UHPDLQV XQGHU�WKH�SXUYLHZ�RI�WKH�$QWL�8QIDLU�&RPSHWLWLRQ�/DZ��$8&/��DQG�
SDUWV�RI�&KLQD¶V�&ULPLQDO�/DZ��7UDGH�VHFUHWV�SURWHFWLRQ�DQG�HQIRUFHPHQW�LV�D�NH\�
FRQFHUQ�IRU�86,72�FRPSDQLHV ZKR�KDYH�ORQJ�FDOOHG�IRU�WKH�GHYHORSPHQW�RI�D�
FRPSUHKHQVLYH�WUDGH�VHFUHWV�ODZ WR�SURWHFW�LQIRUPDWLRQ�ZLWK�FRPPHUFLDO�YDOXH�
)XUWKHUPRUH��WUDGH�VHFUHWV�UHPDLQ�RQH�RI�WKH�PRVW�DW�ULVN�W\SHV�RI�,3�IRU�PXOWLQDWLRQDO�
FRPSDQLHV�LQ�&KLQD�DV�JRYHUQPHQW�DSSURYDOV�DQG�UHJXODWRU\�FRPSOLDQFH�RIWHQ�UHTXLUH�
XQQHFHVVDU\�LQIRUPDWLRQ�GLVFORVXUH�

$UWLFOH����RI�75,36�DGGUHVVHV�WKH�SURWHFWLRQ�RI�³XQGLVFORVHG�LQIRUPDWLRQ�´�RU�WUDGH�
VHFUHWV��E\�VWDWLQJ�WKDW�PHPEHUV�VKDOO�SURWHFW�XQGLVFORVHG�LQIRUPDWLRQ�DQG�³GDWD�
VXEPLWWHG�WR�JRYHUQPHQWV�RU�JRYHUQPHQWDO�DJHQFLHV´�XVLQJ�HIIHFWLYH�PHDVXUHV��,Q�������
WKH�$VLD�3DFLILF�(FRQRPLF�&RRSHUDWLRQ��$3(&��/HDGHUV�DQG�0LQLVWHUV HQGRUVHG�%HVW�
3UDFWLFHV�LQ�7UDGH�6HFUHW�3URWHFWLRQ�DQG�(QIRUFHPHQW�$JDLQVW�0LVDSSURSULDWLRQ ZKLFK
LQFOXGHG�HLJKW�PDUNHUV�IRU�EHWWHU�SURWHFWLRQ�DQG�HQIRUFHPHQW�RI�WUDGH�VHFUHWV��

$V�VXPPDUL]HG�E\�WKH�8�6��7UDGH�5HSUHVHQWDWLYH�EHVW�SUDFWLFHV�LQFOXGH��

x %URDG�VWDQGLQJ�WR�FODLPV�IRU�WKH�SURWHFWLRQ�RI�WUDGH�VHFUHWV�DQG�HQIRUFHPHQW�
DJDLQVW�WUDGH�VHFUHW�WKHIW�

x &LYLO�DQG�FULPLQDO�OLDELOLW\��DV�ZHOO�DV�UHPHGLHV�DQG�SHQDOWLHV��IRU�WUDGH�VHFUHW�WKHIW�
x 5REXVW�SURFHGXUDO�PHDVXUHV�LQ�HQIRUFHPHQW�SURFHHGLQJV��DQG
x $GRSWLRQ�RI�ZULWWHQ�PHDVXUHV�WKDW�HQKDQFH�SURWHFWLRQ�DJDLQVW�IXUWKHU�GLVFORVXUH�

ZKHQ�JRYHUQPHQWV�UHTXLUH WKH�VXEPLVVLRQ�RI�WUDGH�VHFUHWV�

,Q�RUGHU�WR�IXOILOO�FRPPLWPHQWV�WR�WUDGH�VHFUHWV�SURWHFWLRQ�DQG�HQIRUFHPHQW��&KLQD�
VKRXOG�GHOLYHU�RQ�WKH�EHVW�SUDFWLFHV�DV�RXWOLQHG�DERYH��DQG WDNH�VWULGHV�LQ�GHYHORSLQJ�D�
VWDQGDORQH�WUDGH�VHFUHWV�ODZ��

'� &2817(5)(,7�6(0,&21'8&7256

&RXQWHUIHLW�VHPLFRQGXFWRUV�SRVH�ULVNV�WR�KHDOWK�DQG�VDIHW\�ZKHUHYHU�WKH\�DUH�XVHG�
ZRUOGZLGH�DQG UHVXOW�LQ�WKH�ORVV�RI�,3�IRU�WKH�RULJLQDO�PDQXIDFWXUHU�HURGLQJ�VDOHV�RI�
OHJLWLPDWH�SURGXFWV�DQG�FDXVLQJ�HFRQRPLF�GDPDJH��:KLOH�VHPLFRQGXFWRU�FRPSDQLHV
UHO\�RQ�SDWHQWV��FRS\ULJKWV��DQG�WUDGHPDUNV�WR�SURWHFW�PXFK�RI�WKHLU�,3��VHPLFRQGXFWRU�
OD\RXW�GHVLJQ�SURWHFWLRQ�SURYLGHV�XQLTXH�OHJDO�ULJKWV�WKDW�DUH�SDUWLFXODUO\�XVHIXO�LQ�
FHUWDLQ�FLUFXPVWDQFHV��7KLV�IRUP�RI�SURWHFWLRQ�LV�VSHFLILFDOO\�LQFOXGHG�LQ�WKH�75,36�

� %HVW�3UDFWLFHV�LQ�7UDGH�6HFUHW�3URWHFWLRQ�DQG�(QIRUFHPHQW�$JDLQVW�0LVDSSURSULDWLRQ KWWSV���XVWU�JRY�VLWHV�GHIDXOW�ILOHV����������
86�%HVW�3UDFWLFHV�7UDGH�6HFUHWV�SGI

� KWWSV���XVWU�JRY�DERXW�XV�SROLF\�RIILFHV�SUHVV�RIILFH�SUHVV�UHOHDVHV������QRYHPEHU�REDPD�DGPLQLVWUDWLRQ�ZHOFRPHV�DSHF
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DJUHHPHQW�DV�D�VHSDUDWH�FDWHJRU\��&KLQD�DGRSWHG�UHJXODWLRQV�WR�SURWHFW�VHPLFRQGXFWRU�
PDVN�ZRUN��OD\RXW�GHVLJQ��,3�LQ�������$V�&KLQD¶V�PDUNHW�DQG�LQGXVWU\�FRQWLQXH�WR�JURZ��
WKH�VXFFHVVIXO�LPSOHPHQWDWLRQ�RI�WKLV�ODZ�LV�LQFUHDVLQJO\�LPSRUWDQW��

7KH�&KLQD�6HPLFRQGXFWRU�,QGXVWU\�$VVRFLDWLRQ��&6,$��LV�D�PHPEHU�RI�WKH�:RUOG�
6HPLFRQGXFWRU�&RXQFLO��:6&��DQG�DQ�DFWLYH�SDUWLFLSDQW�LQ�WKH�$QWL�&RXQWHUIHLWLQJ�7DVN�
)RUFH��7KURXJK�WKLV�WDVN�IRUFH��WKH�:6&�KDV�ODLG�RXW�D�SRVLWLRQ�RQ�WKH�LPSOHPHQWDWLRQ�
RI�QDWLRQDO�OD\RXW GHVLJQ�ODZV��VXFK�DV�FODULI\LQJ�WKH�ODZ�LQ�OLJKW�RI�UHFHQW�LPSURYHPHQWV�
LQ�DXWRPDWHG�GHVLJQ�WRROV�WKDW�DOORZ�VHPLFRQGXFWRU�OD\RXW�GHVLJQV�WR�EH�PDGH�E\�
FRS\LQJ�D�SURWHFWHG�OD\RXW�GHVLJQ�ZLWK�YLUWXDOO\�QR�LQWHOOHFWXDO�HIIRUW���DQG�PHDVXUHV�WR�
LPSURYH�SDWHQW�TXDOLW\�LQ�WKH�VL[�:6&�UHJLRQV��

'DWD�IURP�WKH�PHPEHU�FRPSDQLHV�RI�WKH�6HPLFRQGXFWRU�,QGXVWU\�$VVRFLDWLRQ��6,$��DQG�
RWKHU�VRXUFHV�KDV�VKRZQ�WKDW�VHPLFRQGXFWRU�FRXQWHUIHLWLQJ�LV�D�PDMRU�LVVXH��'DWD�DOVR�
VXJJHVWV�WKDW�&KLQD�LV�D�PDMRU�VRXUFH�RI�FRXQWHUIHLW VHPLFRQGXFWRUV�WKDW�XQGHUPLQH�WKH�
TXDOLW\�DQG�UHOLDELOLW\�RI�HOHFWURQLFV�SURGXFWV�ERWK�LQVLGH�DQG�RXWVLGH�RI�&KLQD��
&RXQWHUIHLWV�FDQ�EH�SXUFKDVHG�RSHQO\�DW�HOHFWURQLFV�PDOOV�LQ�&KLQD��,Q�-DQXDU\�������D�
FR�FRQVSLUDWRU�LQ�D�VFKHPH�WR�WUDIILF�FRXQWHUIHLW�JRRGV�LQWR�WKH�8QLWHG�6WDWHV�SOHG�JXLOW\�
IRU�KLV�UROH�LQ�EULQJLQJ�����VKLSPHQWV�RI�FRXQWHUIHLW�LQWHJUDWHG�FLUFXLWV��,&V��IURP�&KLQD���
7KH�8�6��$WWRUQH\¶V�2IILFH�LQ�WKH�6WDWH�RI�0DU\ODQG�WKDW�KDQGOHG�WKH�FDVH�IRXQG�WKDW�WKH�
GHIHQGDQW�LPSRUWHG�DOO�RI�WKH�FRXQWHUIHLW�,&V�ZLWK�WKH�KHOS�RI�FR�FRQVSLUDWRUV�EDVHG�LQ�
&KLQD���

&KLQD¶V�&XVWRPV�$JHQF\�DQG�RWKHU�ODZ�HQIRUFHPHQW�DQG�PDUNHW�VXUYHLOODQFH�DJHQFLHV�
VKRXOG�HQFRXUDJH�WKH�VHL]XUH�RI�FRXQWHUIHLW�SURGXFWV�DQG�WDNH�DFWLRQV�OHDGLQJ�WR�WKH�
DUUHVW�RI�FRXQWHUIHLWHUV�DQG�FRXQWHUIHLW�WUDGHUV�

,9� 0$5.(7�$&&(66�$1'�7(&+1,&$/�%$55,(56�72�75$'(

$� 7(/(&206� &/28'� $1'�&20081,&$7,216�	 ,1)250$7,21�6(59,&(6�

([SDQVLRQ�RI�7HOHFRP�6HUYLFHV�5HJXODWLRQV� ,Q�0DUFK�������D�QHZ�7HOHFRP�6HUYLFH�
&DWDORJ ZHQW�LQWR�HIIHFW��H[SDQGLQJ�WKH�VFRSH�RI�&KLQD¶V�WHOHFRPV UHJXODWLRQ�DQG�
LPSRVLQJ�D�KRVW�RI�DVVRFLDWHG�PDUNHW�DFFHVV�UHVWULFWLRQV�RQ�IRUHLJQ�ILUPV LQ�DFWLYLWLHV�
QRW�W\SLFDOO\�UHJXODWHG�DV�WHOHFRP�LQ�WKH�UHVW�RI�WKH�ZRUOG��7KH�PHDVXUHV�LQFRUUHFWO\�
FODVVLI\ D�ZLGH�UDQJH�RI�,&7�WHFKQRORJLHV�DQG�VHUYLFHV�DV�WHOHFRP�YDOXH�DGGHG�VHUYLFHV��
ZKHQ�LQ�IDFW�WKH\�DUH�FRPSXWHU�RU�EXVLQHVV�VHUYLFHV�WKDW�XWLOL]H�WKH�SXEOLF�WHOHFRP�
QHWZRUN�DV�D�PHWKRG�RI�GHOLYHU\��)RU�H[DPSOH��WKH�FDWDORJXH�FODVVLILHG�FORXG�FRPSXWLQJ��
FRQWHQW�GHOLYHU\�QHWZRUNV�DQG�RQOLQH�LQWHUDFWLYH�SODWIRUPV��FDOOHG�LQIRUPDWLRQ�VHUYLFHV��
DV�WHOHFRPPXQLFDWLRQV�VHUYLFHV��)RUHLJQ�ILUPV�WKDW�SURYLGH�YDOXH�DGGHG�VHUYLFHV�LQ�
&KLQD�FDQ�RQO\�RSHUDWH�WKURXJK�MRLQW�YHQWXUHV��RI�ZKLFK�WKH\�PD\�RZQ�QR�PRUH�WKDQ�
�����,Q�VKRUW��EHFDXVH�RI WKH�XSGDWH��IRUHLJQ�ILUPV�WKDW�SURYLGH�D�UDQJH�RI�,&7�VHUYLFHV��
DUH�QRZ�VXEMHFW�WR�H[SOLFLW�OLPLWDWLRQV�RQ�PDUNHW�DFFHVV��DQG�LQGLUHFWO\��PDQGDWRU\�
WHFKQRORJ\�WUDQVIHU�WR�WKH�ORFDO�SDUWQHUV�RI�MRLQW�YHQWXUHV�

� 7KH�:RUOG�6HPLFRQGXFWRU�&RXQFLO�FXUUHQWO\�LV�FRPSRVHG�RI�WKH�(XURSHDQ��-DSDQHVH��&KLQHVH�7DLSHL��.RUHDQ��
&KLQHVH��DQG�8�6��VHPLFRQGXFWRU�LQGXVWULHV�
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6LQFH�&KLQD�FRPPLWWHG�XQGHU�WKH�*HQHUDO�$JUHHPHQW�RQ�7UDGH�LQ�6HUYLFHV
�*$76� QRW�WR�UHVWULFW�PDUNHW�DFFHVV�IRU�FRPSXWHU�EDVHG�RIIHULQJV��WKH�LQDSSURSULDWH�
FODVVLILFDWLRQV�RXWOLQHG�LQ�WKH�&DWDORJ�UHYLVLRQ�YLRODWH�LWV :72�REOLJDWLRQV��7KH�QHZ�
SURYLVLRQV�OLNHZLVH�IDLO�WR�XSKROG�WKH�SULQFLSOH�RI�³DFTXLUHG�ULJKWV�´�&KLQD¶V�FRPPLWPHQW�
WKDW�IRUHLJQ�VHUYLFH�VXSSOLHUV�ZKR�HQMR\HG�FHUWDLQ�ULJKWV�SULRU�WR�LWV�:72�HQWU\�ZRXOG�
KDYH�WKRVH�ULJKWV�SUHVHUYHG�DIWHU�DFFHVVLRQ�

7KH�LPSDFW�RI�WKH�&DWDORJ�KDV�EHHQ�HVSHFLDOO\�VHYHUH�IRU�IRUHLJQ�SURYLGHUV�RI�FORXG�
FRPSXWLQJ��D�NH\�JURZWK�PDUNHW�IRU�WHFKQRORJ\�ILUPV�DQG�RQH�LQ�ZKLFK�8�6��FRPSDQLHV�
KDYH�DOUHDG\�VWDNHG�RXW�D�OHDGLQJ�UROH��7KH�&DWDORJ�FODVVLILHV�FORXG�FRPSXWLQJ�DV�D�
W\SH�RI�,QWHUQHW�GDWD�VHUYLFH��ZKLFK�PHDQV�YHQGRUV�PXVW�REWDLQ�WKDW�VSHFLILF�OLFHQVH�WR�
RSHUDWH��0XOWLQDWLRQDO FRPSDQLHV�DUH�QRW�DEOH�WR�SURFXUH�,QWHUQHW�GDWD�FHQWHU�OLFHQVHV��
&KLQD�FRPPLWWHG�XSRQ�:72�DFFHVVLRQ�QRW�WR�XVH�OLFHQVLQJ�SURFHGXUHV DV�D�EDUULHU�WR�
PDUNHW�DFFHVV��WR�RIIHU�QDWLRQDO�WUHDWPHQW� DQG�QRW�LPSRVH�UHTXLUHPHQWV�WKDW�DUH�PRUH�
WUDGH�UHVWULFWLYH��

7KH�FDWDORJ�DOVR�YLRODWHV :72�MXULVSUXGHQFH�WKDW�D�VHUYLFH�FDQQRW�IDOO�XQGHU�WZR�VXE�
VHFWRUV�RI�WKH�VDPH�UHJXODWLRQ��86,72�KDV�FRPSLOHG�D�OLVW�RI�VHUYLFHV�LQ�WKH�QHZ�
7HOHFRP�6HUYLFHV�&DWDORJ WKDW�DUH�LQFRQVLVWHQW�ZLWK HVWDEOLVKHG�:72�MXULVSUXGHQFH�

x $XGLR��YLGHR��DQG�DSSOLFDWLRQ�VRIWZDUH�LV�LPSURSHUO\�LGHQWLILHG�LQ�FDWHJRU\�%���DV�
DQ�LQIRUPDWLRQ�VHUYLFH�ZKHQ�LW�VKRXOG�UHPDLQ�XQGHU�&KLQD¶V�H[LVWLQJ�:72�
6HUYLFH�6FKHGXOH�&DWHJRU\���'��RU�$XGLR�9LVXDO�6HUYLFHV��8QGHU�WKLV�FDWHJRU\��
WKHUH�DUH�QR�OLPLWDWLRQV�RQ�WKH�SHUFHQWDJH�RI�HTXLW\�WKDW�D�IRUHLJQ�VHUYLFH�VXSSOLHU�
PD\�KROG�LQ�D�MRLQW�YHQWXUH�

x 7KH�FDWDORJXH�GLVWLQJXLVKHV�EHWZHHQ�GRPHVWLF�931��%�����DQG�,QWHUQDWLRQDO�
931�VHUYLFHV��$��������FODVVLI\LQJ WKH�IRUPHU�DV�9DOXH�$GGHG�7HOHFRP�6HUYLFH�
DQG�WKH�ODWWHU�DV�D�PRUH�UHVWULFWLYH�%DVLF�7HOHFRP�6HUYLFH�

7KH�LPSURSHU�LGHQWLILFDWLRQ�RI�VHUYLFHV��SDLUHG�ZLWK�H[LVWLQJ�UHVWULFWLRQV�RQ�IRUHLJQ�
LQYHVWPHQW�LQ�YDOXH�DGGHG�WHOHFRPV�VHUYLFHV��9$76���XQIDLUO\�KDQGLFDSV�IRUHLJQ�,&7�
FRPSDQLHV�LQ�&KLQD��86,72�UHFRPPHQGV�WKDW�&KLQD�UHPRYH�UHVWULFWLRQV�RQ�9$76�LQ�
DFFRUGDQFH�ZLWK�LQWHUQDWLRQDO�QRUPV��LQFOXGLQJ�HOLPLQDWLQJ�HTXLW\�FDSV�IRU�IRUHLJQ�
FRPSDQLHV�

&ORXG�0DUNHW�$FFHVV� &ORXG�FRPSXWLQJ��GHVSLWH�EHLQJ�LGHQWLILHG�DV DQ�DUHD�RI�
VWUDWHJLF�GHYHORSPHQW�LQ�&KLQD��UHPDLQV�ODUJHO\�RII�OLPLWV�WR�IRUHLJQ�,&7�FRPSDQLHV��GXH�
WR�VHYHUDO SROLF\�FKDOOHQJHV��LQFOXGLQJ�HTXLW\�FDSV��LQYHVWPHQW�UHVWULFWLRQV��FRQQHFWLYLW\�
UHTXLUHPHQWV��DQG�PDUNHW�HQWU\�EDUULHUV��

,Q�6HSWHPEHU�������WKH &KLQD�1DWLRQDO�,QIRUPDWLRQ�6HFXULW\�6WDQGDUGV�7HFKQLFDO�
&RPPLWWHH��7&�����DSSURYHG�DQG�IRUPDOO\�UHOHDVHG�WZR�VWDQGDUGV�WKDW�DUH�GHVLJQHG�WR�
HVWDEOLVK�D�VHFXULW\�IUDPHZRUN�IRU�SXEOLF�VHFWRU�FORXG�FRPSXWLQJ�GHSOR\PHQWV�LQ�&KLQD��
7KHVH�VWDQGDUGV�DUH�OLNHO\�WR�EHFRPH�PDQGDWRU\�IRU�JRYHUQPHQW�SURFXUHPHQW��DORQJ�
ZLWK�FULWLFDO�LQIUDVWUXFWXUH�V\VWHPV�XQGHU�WKH�0XOWL�OHYHO�3URWHFWLRQ�6FKHPH��0/36��
UHJLPH��86,72�UHFRPPHQGV�WKDW�WKH�&KLQHVH�JRYHUQPHQW�SURYLGH�JUHDWHU�FODULW\�DQG�
RSSRUWXQLWLHV�IRU�SDUWLFLSDWLRQ�RQ VWDQGDUGV�DQG�UHJXODWLRQV�UHODWHG�WR�FORXG�FRPSXWLQJ��
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&KLQD¶V�GHSOR\PHQW�RI�FORXG�FRPSXWLQJ�WHFKQRORJLHV�ZLOO�EH�EHWWHU�IDFLOLWDWHG�E\�
DGRSWLQJ�JOREDO�VWDQGDUGV�DQG�SROLFLHV�WKDW�UHIOHFW�WKH�LQWHUQDWLRQDO�DQG�ERUGHUOHVV�
QDWXUH�RI�WKLV�HPHUJLQJ�LQGXVWU\�

0,,7¶V�UHOHDVH�RI�WKH�GUDIW�1RWLFH�RQ�5HJXODWLQJ�%XVLQHVV�%HKDYLRUV�LQ�WKH�&ORXG�
6HUYLFH�0DUNHW DW�WKH�HQG�RI������LQWURGXFHV�DQ�XQSUHFHGHQWHG�OHYHO�RI�JRYHUQPHQW�
LQWHUIHUHQFH�LQWR�WKH�RSHUDWLRQV�RI�FORXG�VHUYLFH�RSHUDWRU�SDUWQHUVKLSV��ZLWKRXW�
DUWLFXODWLQJ�WKH�UDWLRQDOH�IRU�ZK\�WKHVH�UHVWULFWLRQV�PLJKW�EH�QHFHVVDU\��RU�KRZ�WKH\�
ZRXOG�EHQHILW�&KLQD¶V PDUNHW�HFRQRP\��7KLV�UHJXODWLRQ�KDV�V\VWHPDWLFDOO\�LQFUHDVHG�
UHVWULFWLRQV�RQ�WKH�DELOLW\�RI�IRUHLJQ�FORXG�VHUYLFH�SURYLGHUV�WR�QRW�RQO\�SDUWLFLSDWH�RQ�
HTXDO�WHUPV�ZLWKLQ�WKH�&KLQD�PDUNHW��EXW�DOVR�WKHLU�DELOLW\�WR�SDUWQHU�RQ�UHDVRQDEOH�
WHUPV�ZLWK�&KLQHVH�FRPSDQLHV��86,72�UHFRPPHQGV�UHPRYLQJ�WKHVH�UHTXLUHPHQWV�

&RPPXQLFDWLRQV�	�,QIRUPDWLRQ�6HUYLFHV�5HJXODWLRQV�

,Q�DGGLWLRQ�WR�WKH�PDUNHW�DFFHVV�UHVWULFWLRQV��WKH�SURWHFWLRQ�RI�WKH�ULJKWV�RI�YDOXH�DGGHG�
VHUYLFH��9$6� SURYLGHUV�LQ�&KLQD¶V�PDUNHW�LV�LQVXIILFLHQW��)LUVW��LW�LV�FULWLFDO�IRU�9$6�
SURYLGHUV�WR�KDYH�DFFHVV�WR�EDVLF�WHOHFRPPXQLFDWLRQV�QHWZRUN�HOHPHQWV�RQ�UHDVRQDEOH�
WHUPV�DQG�RQ�D�QRQ�GLVFULPLQDWRU\�EDVLV��,Q�OLJKW�RI�WKH�OLPLWHG�FRPSHWLWLRQ�LQ�&KLQD¶V�
PDUNHW�DQG�WKH�IDFW�WKDW�LWV�WKUHH�SULQFLSOH�FDUULHUV�DUH�VWDWH�RZQHG��WKH�&KLQHVH�
JRYHUQPHQW�KDV�DQ�LPSRUWDQW�UHVSRQVLELOLW\�WR�HQVXUH�DGKHUHQFH�WR�WKH�SULQFLSOHV�ODLG�
RXW�LQ�WKH�*$76�$QQH[�RQ�7HOHFRPPXQLFDWLRQV��)XUWKHUPRUH��&KLQD�VKRXOG�HOLPLQDWH�
WKH�)',�UHVWULFWLRQV�DQG�-9�UHTXLUHPHQW�IRU�9$6�OLFHQVHV WR�VWLPXODWH�FRPSHWLWLRQ�DQG�
HDVH�PDUNHW�DFFHVV�IRU�IRUHLJQ�SURYLGHUV�

,Q�DGGLWLRQ�WR�WKH�PDUNHW�DFFHVV�UHVWULFWLRQV�RQ�QHZ�VHUYLFHV�FUHDWHG�E\�&KLQD¶V�
H[SDQVLYH�7HOHFRPPXQLFDWLRQV�6HUYLFHV�&DWDORJXH��&KLQD�LPSRVHV�HYHQ�JUHDWHU�
UHVWULFWLRQV�RQ�DQ\�HQWLW\�VHHNLQJ�WR�SURYLGH�WUDGLWLRQDO��RU�³%DVLF�´�WHOHFRPPXQLFDWLRQV�
VHUYLFHV�LQ�&KLQD���,Q�RUGHU�WR�REWDLQ�D�OLFHQVH�WR�SURYLGH�EDVLF�WHOHFRPPXQLFDWLRQV�
VHUYLFHV��D�IRUHLJQ�FRPSDQ\�PXVW�HQWHU�LQWR�D�SDUWQHUVKLS�ZLWK�RQH�RI�&KLQD¶V�6WDWH�
2ZQHG�LQFXPEHQW�FDUULHUV��OLPLW�LWV�LQYHVWPHQW�WR�����HTXLW\��DQG�REWDLQ�DSSURYDO�IURP�
0,,7���,Q DGGLWLRQ��&KLQD�LPSRVHV�XQUHDVRQDEO\ KLJK�FDSLWDOL]DWLRQ�UHTXLUHPHQW�IRU�EDVLF�
WHOHFRPPXQLFDWLRQV�VHUYLFHV��%DVLF�VHUYLFHV�OLFHQVHV�DUH�VXEMHFW�WR�D�86'�����PLOOLRQ�
MRLQW�YHQWXUH�FDSLWDOL]DWLRQ�UHTXLUHPHQW��ZKLFK�LV�����WLPHV�ODUJHU�WKDQ�WKH�MRLQW�YHQWXUH
FDSLWDO�UHTXLUHPHQW�IRU�&KLQD¶V�9$6�OLFHQVHHV��DQG�FRPSULVHV�DQ�H[FHVVLYHO\�
EXUGHQVRPH�UHVWULFWLRQ�WKDW�YLRODWHV�$UWLFOH�9,�RI�WKH�*$76��&KLQD�KDV�DOUHDG\�
HVWDEOLVKHG�D�SUHFHGHQW�IRU�ORZHULQJ�LWV�IRUHLJQ�MRLQW�YHQWXUH�FDSLWDOL]DWLRQ�WKUHVKROGV�LQ�
RWKHU�VHFWRUV��LQFOXGLQJ�LQVXUDQFH�DQG�WUDGLQJ�FRPSDQLHV��DQG�LW�VKRXOG�QRZ�UHPRYH�
WKLV�EDUULHU�WR�PDUNHW�DFFHVV�LQ�WKH�WHOHFRP�VHFWRU�

)XUWKHUPRUH��&KLQD�KDV�QRW�LPSOHPHQWHG�LWV�:72�5HIHUHQFH�3DSHU�FRPPLWPHQW�WR�
HVWDEOLVK�DQ�LQGHSHQGHQW�UHJXODWRU��7KH�&KLQHVH�JRYHUQPHQW�VWLOO�RZQV�DQG�FRQWUROV�DOO�
PDMRU�RSHUDWRUV�LQ�WKH�WHOHFRPPXQLFDWLRQV�LQGXVWU\��DQG�WKH�0,,7�VWLOO�UHJXODWHV�WKH�
VHFWRU��&KLQD�VKRXOG HVWDEOLVK�D�UHJXODWRU\�ERG\�WKDW�LV�VHSDUDWH�IURP��DQG�QRW�
DFFRXQWDEOH�WR��DQ\�EDVLF�WHOHFRPV�VXSSOLHU��DQG�WKDW�LV�FDSDEOH�RI�LVVXLQJ�LPSDUWLDO�
WHOHFRP�GHFLVLRQV�DQG�UXOHV��6SHFLILFDOO\��LW�LV�LPSRUWDQW�WKDW�WKH�UHJXODWRU\�ERG\�DGRSWV�
WKH�IROORZLQJ�
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x 7UDQVSDUHQW�SURFHGXUHV�IRU�GUDIWLQJ��ILQDOL]LQJ��LPSOHPHQWLQJ��DQG�DSSO\LQJ�
UHJXODWLRQV�DQG�GHFLVLRQV��

x $SSURSULDWH�PHDVXUHV��FRQVLVWHQW�ZLWK�WKH�:72�5HIHUHQFH�3DSHU�WR�SUHYHQW�
GRPLQDQW�VXSSOLHUV�IURP�HQJDJLQJ�LQ��RU�FRQWLQXLQJ��DQWLFRPSHWLWLYH�SUDFWLFHV��

x $�GHILQHG�SURFHGXUH�± DV�LW�KDV�GRQH�IRU�LQWHUFRQQHFWLRQ�± WR�UHVROYH�SXEOLF�
WHOHFRP�VXSSOLHUV¶�FRPPHUFLDO�GLVSXWHV�RYHU�WKHLU�DJUHHPHQWV�HIILFLHQWO\�DQG�
IDLUO\��

x $Q�LQGHSHQGHQW�DQG�REMHFWLYH�SURFHVV�IRU�DGPLQLVWUDWLYH�UHFRQVLGHUDWLRQ�RI�LWV�
GHFLVLRQV��DQG�

x $SSURSULDWH�SURFHGXUHV�DQG�DXWKRULW\�WR�HQIRUFH�&KLQD¶V�:72�WHOHFRP�
FRPPLWPHQWV��VXFK�DV�WKH�DELOLW\�WR�LPSRVH�ILQHV��RUGHU�LQMXQFWLYH�UHOLHI��DQG�
PRGLI\��VXVSHQG��RU�UHYRNH�D�OLFHQVH��

6KDQJKDL�)UHH�7UDGH�=RQH��)7=��:KLOH�WKH�6KDQJKDL�)UHH�7UDGH�=RQH GRHV�RIIHU�
VRPH�EHQHILW�WR�IRUHLJQ�LQYHVWRUV�LQ�WKH�,&7�VHFWRU��WKH�VFRSH�RI�PDUNHW�OLEHUDOL]DWLRQ�LV�
QDUURZ��ZKLFK�OLPLWV�WKH�FRPPHUFLDO�EHQHILWV�IRU�IRUHLJQ�LQYHVWRUV��86,72�VXSSRUWV�
LQFOXGLQJ�IXUWKHU�LQFUHDVHV�LQ�)',�OLPLWV�IRU�VHUYLFHV�GHOLYHUHG�RYHU�WKH�,QWHUQHW�DQG�WKH�
UHPRYDO�RI�)',�UHVWULFWLRQV�RQ�GDWD�FHQWHUV�LQ�WKH�6)7=��DPRQJ�RWKHU�DFWLRQV�

,QFUHDVHG�&RQWURO�RYHU�,QWHUQHW� 5HYLVLRQV�WR�WKH�,QWHUQHW�,QIRUPDWLRQ�6HUYLFHV�
$GPLQLVWUDWLYH�0HDVXUHV DUH�YLHZHG�DV�XQQHFHVVDU\�UHJXODWLRQV�WKDW�KLQGHU�IRUHLJQ
EXVLQHVV�LQ�&KLQD��,Q�-XQH�������WKH�&\EHUVSDFH $GPLQLVWUDWLRQ�RI�&KLQD��&$&��
UHOHDVHG�UHJXODWLRQV�RQ�,QWHUQHW�VHUYLFH�SURYLGHUV DQG�PRELOH�DSSOLFDWLRQ�DQG�UHTXLUHV�
UHDO�QDPH�,'�UHJLVWUDWLRQ�IRU�XVHUV��JRYHUQPHQW�DFFHVV�RI�GDWD��GDWD�UHWHQWLRQ��FRQWHQW�
ILOWHULQJ�DQG�GDWD�SULYDF\��&RXQWU\�VSHFLILF�UHJXODWLRQ�UHODWLQJ�WR�WKH�FUHDWLRQ��UHOHDVH��
DQG�WUDQVPLVVLRQ�RI�FHUWDLQ�W\SHV�RI�FRQWHQW�FDQ�FRQVWLWXWH�WUDGH�EDUULHUV�IRU�JOREDO�
,QWHUQHW�VHUYLFHV�FRPSDQLHV��0RUH�VSHFLILFDOO\��WKH�GUDIW�UHYLVHG�0HDVXUHV ZRXOG�KROG�
WHOHFRP�DQG�RWKHU�,QWHUQHW�VHUYLFH�SURYLGHUV�OLDEOH�IRU�DOO�FRQWHQW�SDVVLQJ�WKURXJK�WKHLU�
UHVSHFWLYH�QHWZRUNV�DQG�WKHLU�SURGXFWV��

&KLQD¶V�DFWLRQV�LQ�WKH�DUHD�RI�,QWHUQHW�SROLF\�DQG�UHJXODWLRQ�PD\�LQIOXHQFH�RWKHU�
JRYHUQPHQWV�WR�DGRSW�KHDY\�KDQGHG SROLFLHV�WKDW�XOWLPDWHO\�VWXQW�WKH�JURZWK�RI�WKH�
,QWHUQHW�DQG�LQQRYDWLYH�FDSDFLW\�RI ,QWHUQHW�VHUYLFH�SURYLGHUV��,63V��DQG�,QWHUQHW�FRQWHQW�
SURYLGHV��,&3V� WR�FRQWULEXWH�WR�WKH�JURZWK�RI�F\EHUVSDFH��:H�VWURQJO\�EHOLHYH�WKDW�D�
JOREDO��ERUGHUOHVV��DQG�LQGXVWU\�FHQWHUHG�DSSURDFK�LV�WKH�RQO\�ZD\�WR�HIIHFWLYHO\�
PDQDJH�WKH�JURZWK�RI�WKH�,QWHUQHW�ZKLOH�PLQLPL]LQJ�EXUGHQV�WKDW�PD\�VWXQW�LWV�
GHYHORSPHQW��,QWHUQHW�FHQVRUVKLS�YLRODWHV�:72�WUDGH�REOLJDWLRQV�EHFDXVH�LW�UHVWULFWV�
PDUNHW�DFFHVV�IRU�IRUHLJQ�,QWHUQHW�FRPSDQLHV��

%� 7(&+1,&$/�67$1'$5'6

&KLQD�LV�DJJUHVVLYHO\�LPSOHPHQWLQJ�DQG�XWLOL]LQJ�WHFKQLFDO�VWDQGDUGV�WR�VXSSRUW�
GHYHORSPHQW�RI�NH\�LQGXVWULHV��HVSHFLDOO\�LQ�WKH�,&7�LQGXVWU\��&KDOOHQJHV�IRU�86,72�
PHPEHUV�LQFOXGH�&KLQD¶V�GHYHORSPHQW�RI�LQGLJHQRXV�VWDQGDUGV�WKDW��L��DLP�WR�GLVSODFH�
JOREDO�VWDQGDUGV�ZKHQ�PDQGDWHG���LL��FUHDWH�VLJQLILFDQW�LQWHURSHUDELOLW\�LVVXHV�EHFDXVH�
WKH\�SRVVHVV�LPSRUWDQW�GLYHUVLRQV�IURP�JOREDO�VWDQGDUGV���LLL��ODFN�VXIILFLHQW�VDIHJXDUGV�
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WR�SURWHFW�WKH�,3�DW�LVVXH�LQ�VWDQGDUGV�VHWWLQJ�DFWLYLWLHV��DQG��LY��DUH�GHYHORSHG�ZLWKRXW�
DGHTXDWH�WUDQVSDUHQF\�DQG�SDUWLFLSDWLRQ�ULJKWV�IRU�IRUHLJQ�FRPSDQLHV��)XUWKHUPRUH��
YROXQWDU\�VWDQGDUGV�RIWHQ�DUH�PDGH�PDQGDWRU\�WKURXJK�YDULRXV�DGPLQLVWUDWLYH�
PHDVXUHV��DQG�ZLWKRXW�VXIILFLHQW�QRWLFH�WR�IRUHLJQ�FRPSDQLHV��:KLOH�XQGHUVWDQGLQJ�
&KLQD¶V�GHVLUH�WR�JURZ�LWV�,&7�VHFWRU��ZH�HQFRXUDJH�&KLQD¶V�JRYHUQPHQW�WR�DGRSW�
WHFKQRORJ\�QHXWUDO�SROLF\�DQG�OHW�WKH�PDUNHW�VHOHFW�WHFKQRORJ\�DQG�VWDQGDUGV��

&KLQHVH�UHJXODWRUV�DQG�VWDQGDUGV�GHYHORSPHQW�RUJDQL]DWLRQV¶�ODFN�RI�DGKHUHQFH�WR�WKH�
$JUHHPHQW�RQ�7HFKQLFDO�%DUULHUV�WR�7UDGH��7%7�$JUHHPHQW��&RGH�RI�*RRG�3UDFWLFH��
ERWK�IURP�WKH�SHUVSHFWLYH�RI�FRQWHQW�RI�WHFKQLFDO�VWDQGDUGV�DQG�QRWLILFDWLRQV�WR�WKH�7%7�
$JUHHPHQW��SUHVHQWV�VLJQLILFDQW�FKDOOHQJHV�IRU�IRUHLJQ�LQGXVWU\��,QGXVWU\�KDV�REVHUYHG�
UHSHDWHG�LQVWDQFHV�RI�&KLQD¶V�VWDQGDUGV�DXWKRULWLHV�LPSOHPHQWLQJ�VWDQGDUGV�WKDW�IDYRU�
GRPHVWLF�WHFKQRORJLHV�DQG�ZHUH�GHYHORSHG�ZLWKRXW�IXOO�RSSRUWXQLW\�IRU�SDUWLFLSDWLRQ�IURP�
UHOHYDQW�VWDNHKROGHUV��LQFOXGLQJ�IRUHLJQ�,&7�FRPSDQLHV���

86,72�HQFRXUDJHV &KLQD�WR�DGRSW�WKH�PXOWL�SDWK�DSSURDFK�WR�WKH�GHYHORSPHQW�RI�
LQWHUQDWLRQDO�VWDQGDUGV��UDWKHU�WKDQ�UHO\LQJ�H[FOXVLYHO\�RQ�WKH�,62��,(&��DQG�,78��:RUOG�
FODVV�VWDQGDUGV�DUH�WRGD\�GHYHORSHG�E\�D�YDULHW\�RI�VWDQGDUGV�GHYHORSPHQW�
RUJDQL]DWLRQV�DQG�LQGXVWU\�FRQVRUWLD��LQFOXGLQJ�RUJDQL]DWLRQV�WKDW�KDYH�DFKLHYHG�JOREDO�
SURPLQHQFH�EHFDXVH�RI�WKH�LQWHUQDWLRQDO�UHOHYDQFH�DQG�WKH�EURDG�UDQJH�RI�SDUWLFLSDWLRQ�
LQ�GHYHORSPHQW�RI�WKHLU�VWDQGDUGV� ([DPSOHV�LQFOXGH�WKH�,QVWLWXWH�RI�,(((��WKH�,QWHUQHW�
(QJLQHHULQJ�7DVN�)RUFH��,(7)���DQG�WKH�:RUOGZLGH�:HE�&RQVRUWLXP��:�&���

7KH�:72�KDV�RXWOLQHG�UHTXLUHPHQWV�IRU�RUJDQL]DWLRQV�WKDW�VHHN�WR�EH�FRQVLGHUHG�DV�
GHYHORSHUV�RI�LQWHUQDWLRQDO�RU�JOREDO�VWDQGDUGV� DQG�ZH�HQFRXUDJH�&KLQD�WR�UHFRJQL]H�
WKH�EURDGHU�:72�GHILQLWLRQ�RI�³LQWHUQDWLRQDO�VWDQGDUGL]DWLRQ�ERGLHV�RU�V\VWHPV´
FRQWDLQHG�LQ�$QQH[���RI�WKH�7%7�$JUHHPHQW��ZKLFK�LQFOXGHV�DQ\�VWDQGDUGL]DWLRQ�ERG\�
WKDW�LV�RSHQ�WR�DOO�:72�PHPEHUV�DQG�PHHWV�WKH�FULWHULD�VHW�IRUWK�LQ�WKH�'HFLVLRQ�RI�WKH�
7%7�&RPPLWWHH�RQ�3ULQFLSOHV�IRU�WKH�'HYHORSPHQW�RI�,QWHUQDWLRQDO�6WDQGDUGV�WKDW�LV�
FRQWDLQHG�LQ�$QQH[���WR�WKH�6HFRQG�7ULHQQLDO�5HYLHZ�RI�WKH�2SHUDWLRQ�DQG�
,PSOHPHQWDWLRQ�RI�WKH�$JUHHPHQW�RQ�7HFKQLFDO�%DUULHUV�WR�7UDGH��

,Q�DGGLWLRQ��WKH�LPSOHPHQWDWLRQ�RI�µYROXQWDU\¶�VWDQGDUGV�DV�µPDQGDWRU\¶�VWDQGDUGV��RIWHQ�
WLPHV�WKURXJK�WKH�FRQIRUPLW\�DVVHVVPHQW�SURFHVV��LV�D�VLJQLILFDQW�LPSHGLPHQW�IRU�8�6��
FRPSDQLHV¶�JURZWK�LQ�WKH�&KLQD�PDUNHW��7KHVH�EDUULHUV�FRQWLQXH�WR�OHDG�WR�WKH�
VLJQLILFDQW�GHOD\�LQ�WKH�LQWURGXFWLRQ�RI�FXWWLQJ�HGJH�8�6��,&7�SURGXFWV�WR�WKH�&KLQD�
PDUNHW�DV�ILUPV�DUH�IRUFHG�WR�QDYLJDWH�WKH�VWDQGDUGV�SURFHVV��0RUH�LPSRUWDQWO\��
DGRSWLRQ�RI�ERWK�PDQGDWRU\�DQG�YROXQWDU\�&KLQD�VSHFLILF�QDWLRQDO�DQG�LQGXVWU\�
VWDQGDUGV�LPSHGHV�LQQRYDWLRQ�E\�UHVWULFWLQJ�ERWK�WKH�DELOLW\�RI�&KLQHVH�FRPSDQLHV�WR�
VHUYH�RWKHU�PDUNHWV�DV�ZHOO�DV�IRUHLJQ�LPSRUWHUV�WR�VHUYH�GRPHVWLF�PDUNHWV��

:H�VWURQJO\�DGYRFDWH�IRU�WKH�SULQFLSOH�RI�QDWLRQDO�WUHDWPHQW�E\�&KLQD��VR�WKDW�IRUHLJQ�
FRPSDQLHV�KDYH�WKH�VDPH�DFFHVV�WR�DQG�YRWLQJ�ULJKWV�LQ�&KLQHVH�VWDQGDUGV�VHWWLQJ�
ERGLHV�DV�&KLQHVH�FRPSDQLHV��DQG�HQVXUH�WKDW�WKHUH�LV�QR�³SUHVXPSWLRQ�RI�SDUWLFLSDWLRQ´�
LQ�&KLQHVH�VWDQGDUGV�VHWWLQJ�ODZV��UXOHV�RU�DGPLQLVWUDWLYH�UHJXODWLRQV�WKDW�ZRXOG�DOORZ�
WKH�&KLQHVH�JRYHUQPHQW�WR XQIDLUO\�SURFXUH�WKH�,3�RI�IRUHLJQ�FRPSDQLHV�RQ�QRQ�PDUNHW�
RU�UR\DOW\�IUHH�WHUPV��$GGLWLRQDOO\��WR�WKH�H[WHQW�VXFK�PDQGDWRU\�DQG�YROXQWDU\�&KLQHVH�
VWDQGDUGV�XQQHFHVVDULO\�GHYLDWH�IURP�UHOHYDQW�DQG�HIIHFWLYH�LQWHUQDWLRQDO�VWDQGDUGV��DV�
WKH\�RIWHQ�GR��&KLQD SRWHQWLDOO\�YLRODWHV�LWV�FRPPLWPHQWV�XQGHU�$UWLFOHV�����DQG�����RI�
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WKH�:72�7%7�$JUHHPHQW�DQG�3DUDJUDSKV�(�DQG�)�RI�WKH�7%7�$JUHHPHQW�&RGH�RI�
*RRG�3UDFWLFH��UHVSHFWLYHO\��

:H�XUJH�WKDW�IRUHLJQ�RZQHG�HQWHUSULVHV�EH�SHUPLWWHG�± DQG�HQFRXUDJHG�± WR�SDUWLFLSDWH�
LQ�&KLQHVH�VWDQGDUGV�GHYHORSPHQW�HIIRUWV�RQ�DQ�HTXDO�DQG�QRQ�GLVFULPLQDWRU\�EDVLV��
7KH�JOREDO�SUDFWLFH�IRU�WKH�GHYHORSPHQW�RI�VWDQGDUGV�KDV�EHHQ�DQ�RSHQ��LQWHUDFWLYH�
SURFHVV��LQ�ZKLFK�HQWHUSULVHV�IURP�DURXQG�WKH�ZRUOG�FDQ�RSHQO\�SDUWLFLSDWH��7KH�
RSHQQHVV RI�WKHVH�SURFHVVHV�KHOSV�DFFRXQW�IRU�WKHLU�XQGHQLDEOH�FRPPHUFLDO�
HIIHFWLYHQHVV�DQG�KHOSV�HQVXUH�WKDW�DQ\�QDWLRQDO�VWDQGDUG�LV�QRW�PRUH�WUDGH�UHVWULFWLYH�
WKDQ�QHFHVVDU\��:H�EHOLHYH�WKDW�IDLU��RSHQ��DQG�HTXDO�DFFHVV�WR�SDUWLFLSDWLRQ��LQFOXGLQJ�
WKH�ULJKW�WR�YRWH��LQ�VWDQGDUGV�GHYHORSPHQW�HIIRUWV�E\�&KLQHVH�DQG�QRQ�&KLQHVH�
HQWHUSULVHV�DOLNH�ZLOO�UHVXOW�LQ�VXSHULRU�&KLQHVH�VWDQGDUGV�DQG�VXSHULRU�&KLQHVH�
SURSRVDOV�IRU�FRQVLGHUDWLRQ�E\�JOREDO�VWDQGDUGV�ERGLHV�

)LQDOO\��WKH�7%7�$JUHHPHQW�&RGH�RI�*RRG�&RQGXFW��FDOOV�IRU�D����GD\�FRPPHQW�SHULRG�
DQG�PDQGDWRU\�UHSO\�WR�DOO�FRPPHQWV�UHFHLYHG�E\�GRPHVWLF�DQG�LQWHUQDWLRQDO�
VWDNHKROGHUV��&KLQD�KDV�GHPRQVWUDWHG�LWV�DELOLW\�WR�SURYLGH�IRU����GD\�FRPPHQW�SHULRGV�
LQ�VRPH�FLUFXPVWDQFHV��ZKLFK�UHLQIRUFHV�RXU�FRQFHUQV�WKDW�PDQ\�RI�&KLQD¶V�,&7�
VWDQGDUGV�KDG�FRPPHQW�SHULRGV�RI����GD\V��KDUGO\�VXIILFLHQW�WR�IDFLOLWDWH�WUDQVODWLRQ�DQG�
H[SHUW�UHYLHZ�RI�WKH�VWDQGDUG��,Q�DGGLWLRQ��86,72�KDV�DOPRVW�ZLWKRXW�H[FHSWLRQ�QHYHU�
RQFH�UHFHLYHG�D�ZULWWHQ�UHVSRQVH�WR�DQ\�IRUPDO�FRPPHQWV�VXEPLWWHG�WR�WKH�&KLQHVH�
JRYHUQPHQW��

(QWHUSULVH�6WDQGDUGV� (QWHUSULVH�VWDQGDUGV�DQG�LWV�UHODWHG�PHDVXUHV��DV�RXWOLQHG�LQ�
WKH�PRVW�UHFHQW�YHUVLRQ�RI�WKH�6WDQGDUGL]DWLRQ�/DZ��DUH�QRW�RQO\ XQLTXH�WR�&KLQD��EXW�
DOVR�UHSUHVHQW�DQ�XQSUHFHGHQWHG�RYHUODS�EHWZHHQ�FRQVXPHU�SURWHFWLRQ�FRQFHSWV�DQG�
WKH�OHJDO�IUDPHZRUN�IRU�D�KHDOWK\�VWDQGDUGL]DWLRQ�V\VWHP��(QWHUSULVH�VWDQGDUGV��DV�
GHVFULEHG�LQ�WKH�ODZ��DUH�DQ�LQGLYLGXDO�FRPSDQ\¶V�SURSULHWDU\�SURGXFW�RU�VHUYLFHV�
VSHFLILFDWLRQV��7KLV�LV�KLJKO\�SURSULHWDU\��FRQILGHQWLDO�LQIRUPDWLRQ�WKDW�RIWHQ�LV�SURWHFWHG�
E\�D�UDQJH�RI�LQWHOOHFWXDO�SURSHUW\�ULJKWV��LQFOXGLQJ�SDWHQWV��FRS\ULJKWV�DQG�WUDGH�
VHFUHWV���:KLOH�WKH�PRVW�UHFHQW�GUDIW�RI�WKH�6WDQGDUGL]DWLRQ�/DZ PHUHO\�³HQFRXUDJHV´�
EXVLQHVVHV�WR�GLVFORVH�HQWHUSULVH�VWDQGDUGV��$UWLFOH������ZH�DUH�FRQFHUQHG�WKDW�VRPH�
RIILFLDOV�PD\�VWLOO�LQWHUSUHW�GLVFORVXUH�DV�PDQGDWRU\�

7KHUH�LV�QR�FRXQWU\�LQ�WKH�ZRUOG�WKDW�UHTXLUHV�SXEOLF�GLVFORVXUH�RI�FRPSUHKHQVLYH�OLVWV�RI�
VWDQGDUGV�ZKLFK�DUH�LPSOHPHQWHG�LQ�SURGXFWV�RU�VHUYLFHV��,QGXVWU\�SDUWLFLSDQWV�GR�PDNH�
OLPLWHG�VWDQGDUGV�GLVFORVXUHV�WR�WKH�H[WHQW�UHTXLUHG�WR�DGKHUH�WR�FXVWRPHU�SURFXUHPHQW�
UHTXLUHPHQWV�RU�IRU�OLPLWHG�PDUNHWLQJ�SXUSRVHV��EXW�QHYHU�PRUH�H[SDQVLYH�RU�
FRPSUHKHQVLYH�OLVWV��,PSOHPHQWDWLRQ�GHFLVLRQV�YDU\�IURP�SURGXFW�WR�SURGXFW��DQG�WKH�
HQJLQHHULQJ�DQG�OHJDO�YHULILFDWLRQ�RYHUKHDG�IRU�VXFK�D�GLVFORVXUH�UHTXLUHPHQW�ZRXOG�EH�
H[WUHPHO\�EXUGHQVRPH�DQG�DFW�DV�D�GLVLQFHQWLYH�WR�PDUNHW�SDUWLFLSDWLRQ��

:72�2EOLJDWLRQV� $V�LQGXVWU\�KDV�QRWHG�LQ�UHVSRQVH�WR�FRQVXOWDWLRQV�RQ�GUDIWV�RI�WKH�
6WDQGDUGL]DWLRQ�/DZ��LW�LV�LPSRUWDQW�WR�NHHS�LQ�FRQWH[W�WKDW�VLJQDWRULHV�WR�WKH�:72�
VKRXOG�FUHDWH�OHJDO�DQG�SROLF\�IUDPHZRUNV�IRU�VWDQGDUGL]DWLRQ�WKDW�DGKHUH�WR�WKH�
7HFKQLFDO�%DUULHUV�WR�7UDGH�$JUHHPHQW��7KH�FXUUHQW�GUDIW�RI�WKH�&KLQD�6WDQGDUGL]DWLRQ�
/DZ GRHV�QRW�VXIILFLHQWO\�HVWDEOLVK�WKH�OHJDO�IUDPHZRUN�IRU�FHQWUDO�JRYHUQPHQW�
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VWDQGDUGL]DWLRQ�HIIRUWV�WR�DGKHUH�WR�WKH�:72�7%7��,Q�DGGLWLRQ��GHYHORSPHQW�RI�DOO�
QDWLRQDO�DQG�LQGXVWU\�VWDQGDUGV�PXVW�LQFOXGH�D�SHULRG�RI�DW�OHDVW����GD\V�IRU�WKH�
VXEPLVVLRQ�RI�FRPPHQWV�E\�LQWHUHVWHG�SDUWLHV��7%7�$QQH[����SDUDJUDSK�/��DQG�WKH�GUDIW�
ODZ�VKRXOG�HQFRXUDJH�LQFOXVLRQ�RI�D����GD\�FRPPHQW�SHULRG�IRU�DOO�RWKHU�VWDQGDUGV�
GHYHORSHG��7%7�DUWLFOH������

&� &<%(5�6(&85,7<�32/,&<

1R�RWKHU�PDMRU�HFRQRP\�KDV�D�VLPLODU�UHYLHZ�PHFKDQLVP LQ�SODFH�WKDW�JRYHUQV�WKH�
WUDQVDFWLRQ�RI�FRPPHUFLDO�,&7�SURGXFWV�ZLWKLQ�WKH�SULYDWH�VHFWRU��

&\EHUVHFXULW\�/DZ��7KH�&\EHUVHFXULW\�/DZ��SURPXOJDWHG�LQ�1RYHPEHU������DQG�
HIIHFWLYH�LQ�-XQH�������FRYHUV�,&7�SURGXFW DQG�VHUYLFH�UHYLHZV�DQG�FHUWLILFDWLRQV��GDWD
SULYDF\�DQG�ORFDOL]DWLRQ�UHJXODWLRQV��F\EHU�VHFXULW\�VWDQGDUGV��GDWD�EUHDFK��GDWD�
UHVLGHQF\��DQG�FURVV�ERUGHU�GDWD�WUDQVIHU�UHTXLUHPHQWV��7KH�EURDG�VFRSH�DQG�IDU�UHDFK�
RI�WKH�ODZ�FUHDWHV�XQGXH�EXUGHQ�RQ�FRPPHUFH�ZLWKRXW�PHDQLQJIXOO\�LPSURYLQJ�&KLQD¶V�
F\EHUVHFXULW\��.H\�WHUPLQRORJ\�LQ�WKH�ODZ� VXFK�DV�³VHFXUH�DQG�WUXVWHG�´�³LPSRUWDQW�
EXVLQHVV�LQIRUPDWLRQ�´�³FULWLFDO�LQIRUPDWLRQ�LQIUDVWUXFWXUH�´ ³QHWZRUN�RSHUDWRU�´ DQG�
³FULWLFDO�QHWZRUNV�´�DUH�OHIW�EURDG�DQG�YDJXHO\�GHILQHG��DQG�DUH�IXUWKHU�QRW�GHILQHG�RU�
FODULILHG�LQ�WKH�LPSOHPHQWDWLRQ�PHDVXUHV��PDNLQJ�WKH�ODZ�DQG�VXEVHTXHQW�
LPSOHPHQWDWLRQ�PHDVXUHV�XQHQIRUFHDEOH�DQG�RSHQ�WR�LQWHUSUHWDWLRQ��

7KH�ODZ�LPSRVHV�VLJQLILFDQW�FRQVWUDLQWV�DQG�UHJXODWRU\�EXUGHQV�RQ�FRPSDQLHV¶�DELOLW\�WR�
WUDQVPLW�GDWD�RXWVLGH�RI�&KLQD��FUHDWHV�D�GDWD�ORFDOL]DWLRQ�UHTXLUHPHQW�DQG�
GLVFULPLQDWHV�DJDLQVW�JOREDO�FRPSDQLHV�DFURVV�HFRQRPLF�VHFWRUV�RSHUDWLQJ�LQ�&KLQD��
7KH�ODZ�HVWDEOLVKHV�GDWD�ORFDOL]DWLRQ�IRU�QHWZRUN�RSHUDWRUV�DQG�RSHUDWRUV�RI�&ULWLFDO�
,QIRUPDWLRQ�,QIUDVWUXFWXUH��:KLOH�WKH�GDWD�UHVWULFWLRQV�IRU�QHWZRUN�RSHUDWRUV�DUH�PRUH�
IOH[LEOH�DQG�HVWDEOLVK�D�VHOI�DVVHVVPHQW�IUDPHZRUN�IRU�WUDQVIHUULQJ�GDWD�RXW�RI�&KLQD��
&KLQD¶V�GUDIW�LPSOHPHQWLQJ�UHJXODWLRQV�IRU�RSHUDWRUV�RI�FULWLFDO�LQIRUPDWLRQ�LQIUDVWUXFWXUH�
LQGLFDWH�WKDW�&KLQD�LV�JRLQJ WR�WDNH�D�EURDG�YLHZ�RI�ZKDW�FRQVWLWXWHV�FULWLFDO�LQIRUPDWLRQ�
LQIUDVWUXFWXUH�DQG�ZLOO�LQFOXGH�WKLQJV�OLNH�FORXG�FRPSXWLQJ�DQG�ELJ�GDWD���*LYHQ�WKDW�
FORXG�FRPSXWLQJ�DQG�ELJ�GDWD�DQDO\WLFV�DUH�LQFUHDVLQJO\�EHFRPLQJ�FULWLFDO�FRPSRQHQWV�
LQ�WKH�QHZ�DQG�LQQRYDWLYH�VHUYLFHV�DFURVV�DQ�DUUD\�RI�HFRQRPLF�VHFWRUV��&KLQD¶V�
DSSURDFK�ZLOO�UHVXOW�LQ�XQUHDVRQDEOH�DQG�GLVFULPLQDWRU\�UHTXLUHPHQW�IRU�QRQ�&KLQHVH�
VXSSOLHUV�RI�VHUYLFHV�LQ�WKH�&KLQHVH�PDUNHW��,I�&KLQD�FKRRVHV�WR�PRYH�IRUZDUG�ZLWK�VWULFW�
GDWD�ORFDOL]DWLRQ�UHTXLUHPHQWV�IRU�RSHUDWRUV�RI�FULWLFDO�LQIRUPDWLRQ�LQIUDVWUXFWXUH��LW�
VKRXOG�QDUURZO\�GHILQH�WKH�VFRSH�RI�&,,�WR�QDWLRQDO�VHFXULW\�FULWLFDO�RSHUDWLRQV�DQG�FUHDWH�
D�PRUH�IOH[LEOH�IUDPHZRUN�DURXQG�ZKLFK�RSHUDWRUV�RI�&,,�FDQ�WUDQVPLW�GDWD�RXWVLGH�RI�
&KLQD��7KLV�LV�SDUWLFXODUO\�LPSRUWDQW�DV�WKH�JOREDO�PDUNHW�IRU�WKH�,QWHUQHW�RI�7KLQJV�
FRQWLQXHV�WR�GHYHORS�DQG�EHFRPHV�LQFRUSRUDWHG�LQ�WKH�RSHUDWLRQV�RI�FRPSDQLHV�DFURVV�
GLIIHUHQW�LQGXVWULHV�

7KH�ODZ FDOOV�IRU�WKH�XQLYHUVDO�LPSOHPHQWDWLRQ�RI�WKH�&\EHUVHFXULW\�&ODVVLILHG�3URWHFWLRQ�
6FKHPH��&&36���SUHYLRXVO\�NQRZQ�DV�0XOWL�/HYHO�3URWHFWLRQ�6FKHPH��³0/36´���ZKLFK�
FODVVLILHV�DOO�LQIRUPDWLRQ�V\VWHPV� DQG DW OHYHO���RU�KLJKHU��OHYHO���LV�OHDVW�VHQVLWLYH����LV�
RI�KLJKHVW�VHQVLWLYLW\��UHVWULFWV�WKH�XVH�RI�IRUHLJQ�VHFXULW\�WHFKQRORJ\��(DFK�&&36 OHYHO�
FRPHV�ZLWK�LWV�RZQ�VSHFLILF�SURGXFW�DQG�PDQDJHPHQW�UHTXLUHPHQWV��)RU�H[DPSOH��
LQIRUPDWLRQ�VHFXULW\�SURGXFWV�LQ�LQIRUPDWLRQ�V\VWHPV�FODVVLILHG�DW�OHYHO�WKUHH�DQG�DERYH�
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DUH�UHTXLUHG�WR�KDYH�FRUH�WHFKQRORJ\�ZLWK�LQGHSHQGHQW�,35�LQ�&KLQD��XQGHUJR�D�QDWLRQDO�
LQIRUPDWLRQ�DVVXUDQFH�FHUWLILFDWLRQ��DQG�WKH�SURGXFW�GHYHORSHUV�DQG�PDQXIDFWXUHUV�PXVW�
EH�LQYHVWHG�RU�RZQHG�E\�&KLQHVH�FLWL]HQV�RU�OHJDO�SHUVRQV��$FFRUGLQJ�WR�WKH�ODZ��FULWLFDO�
LQIRUPDWLRQ�LQIUDVWUXFWXUH��&,,� VKRXOG�EH�JLYHQ�SULRULWL]HG�SURWHFWLRQ�RQ�WRS�RI�&&36�
DQG�DUH�VHOHFWHG�IURP�&&36���RU�KLJKHU�OHYHO�LQIRUPDWLRQ�V\VWHPV��ZKLFK�PHDQV�WKDW�
&,,�KDV�UHVWULFWLRQV�IRU�WKH�XVH�RI�IRUHLJQ�VHFXULW\�SURGXFWV��

,Q�DGGLWLRQ��HQFU\SWLRQ�UHTXLUHPHQWV�LQ�WKH�RULJLQDO�0/36�PHDVXUHV�PD\�LQFOXGH�WKH�
PDQGDWRU\�XVH�RI�&KLQHVH�HQFU\SWLRQ�DOJRULWKPV�RU�GLYXOJHQFH�RI�FU\SWRJUDSKLF�VRXUFH�
FRGH��$�P\ULDG�RI�LQIRUPDWLRQ�V\VWHPV��VXFK�DV�WKRVH�LQ�EDQNV�DQG�SRZHU�XWLOLWLHV�
�ZKLFK�KDYH�EHHQ�UHJXODU�FXVWRPHUV�RI�IRUHLJQ�VXSSOLHUV�RI�LQIRUPDWLRQ�VHFXULW\�
SURGXFWV��DUH�FODVVLILHG�DW�OHYHO�WKUHH��%HFDXVH�RI�WKH�RQHURXV�WHVWLQJ�UHTXLUHPHQWV�
LQYROYHG�LQ�REWDLQLQJ�WKDW�FODVVLILFDWLRQ��VXFK�DV�IRUFHG�GLVFORVXUH�RI�VRXUFH�FRGH���
PDQ\�IRUHLJQ�VHFXULW\�SURGXFWV�ZLOO�OLNHO\�EH�H[FOXGHG�IURP�WKRVH�³FULWLFDO�LQIUDVWUXFWXUH´�
V\VWHPV�

$QDO\VLV GRQH�E\�86,72¶V�SDUHQW�DVVRFLDWLRQV�GHPRQVWUDWHV�WKDW�D�ODUJH�VZDWK�RI�
&KLQHVH�FRPPHUFLDO�LQIUDVWUXFWXUH�LV�XQGHU�WKH�MXULVGLFWLRQ�RI�0/36��,7,�HVWLPDWHV�WKDW�
0/36�OLNHO\�FRYHUV���������RU�������ELOOLRQ�������ELOOLRQ��RI�&KLQD¶V�������ELOOLRQ�WRWDO�
�����HQWHUSULVH�DQG�SXEOLF�VHFWRU�,7�VSHQGLQJ��7KLV�HVWLPDWH�LV�EDVHG�RQ�DQ�DQDO\VLV�RI�
WKH�YHUWLFDO�LQGXVWU\�VHFWRUV�LQ�WKH�DSSDUHQW�VFRSH�RI�0/36�± EDQNLQJ�DQG�ILQDQFH��ORFDO�
DQG�FHQWUDO�JRYHUQPHQW��LQVXUDQFH��KHDOWK�FDUH��SRZHU�GLVWULEXWLRQ��DYLDWLRQ�DQG�
WUDQVSRUWDWLRQ��RLO�DQG�JDV��HGXFDWLRQ��DQG�QHZV�DQG�PHGLD�± DQG�WKHLU�DSSUR[LPDWH�
SHUFHQWDJH�RI�WKH�&KLQHVH�HFRQRP\��

7KLV�YLRODWHV�WKH�7UDGH�5HODWHG�,QYHVWPHQW�0HDVXUH��75,0V��DQG�LQIULQJHV�*$77�
$UWLFOHV�,,,�DQG�;,��7KHVH�DUWLFOHV�FOHDUO\�VWDWH�WKDW�GLVFULPLQDWLRQ�RI�LPSRUWHG�SURGXFWV�
DQG�WKH�FUHDWLRQ�RI�LPSRUW�UHVWULFWLRQV�LQ�WKH�IRUP�RI�ORFDO�FRQWHQW�UHTXLUHPHQWV�WKDW�DUH�
GLVFULPLQDWRU\�LQ�QDWXUH�DUH�LQ�GLUHFW�YLRODWLRQ�RI�WKH�75,0V�$JUHHPHQW��86,72�LV�
FRQFHUQHG�WKDW�0/36�ZLOO�JUDGXDOO\�EH�H[SDQGHG�WR�QHZ�ILHOGV�VXFK�DV�FORXG��ELJ�GDWD��
,R7��DQG�LQGXVWULDO�FRQWURO�V\VWHPV�LI�WKH�SUREOHP�LV�QRW�DGGUHVVHG�QRZ��

&\EHUVHFXULW\�5HYLHZ�5HJLPH��,Q�0D\�������WKH�&\EHUVSDFH�$GPLQLVWUDWLRQ�RI�&KLQD�
�&$&��RIILFLDOO\�UHOHDVHG�WKH ,QWHULP�6HFXULW\�5HYLHZ�0HDVXUHV�IRU�&\EHU�3URGXFWV�DQG�
6HUYLFHV ZKLFK�KDYH�EHHQ�LQ�WKH�ZRUNV�VLQFH�������7KH�UHYLHZ�H[DPLQHV�LPSRUWDQW�
F\EHU�SURGXFWV�DQG�VHUYLFHV�SURFXUHG�IRU�XVH�LQ�QHWZRUNV�DQG�LQIRUPDWLRQ�V\VWHPV�
UHODWHG�WR�QDWLRQDO�VHFXULW\�DQG�IRFXVHV�RQ�WKH�³VHFXULW\�DQG�FRQWUROODELOLW\´�RI�WKH�
SURGXFW�RU�VHUYLFH��

8QGHU�WKLV�UHJLPH��WKH�&\EHUVHFXULW\�5HYLHZ�2IILFH��DQ�RIILFH�FUHDWHG�IRU�WKLV�SXUSRVH�
ZLWKLQ�&\EHUVHFXULW\�%XUHDX�RI�&$&��ZLOO�GHFLGH�ZKHWKHU�WR�UHYLHZ�D�SURGXFW�RU�VHUYLFH�
DW�WKH�UHTXHVW�RI�VWDWH�UHOHYDQW�GHSDUWPHQW��QDWLRQDO�LQGXVWU\�DVVRFLDWLRQ�RU�EDVHG�RQ�
WKH�YRLFH�RI�WKH�XVHUV��,QGXVWU\�UHJXODWRUV LQ ILQDQFH��WHOHFRPPXQLFDWLRQV��HQHUJ\�DQG�
WUDQVSRUWDWLRQ�ZLOO�FRQGXFW�F\EHUVHFXULW\�UHYLHZ�ZRUN�LQ�WKHLU�UHVSHFWLYH�VHFWRUV��,I�D�
F\EHU�SURGXFW�RU�VHUYLFH�IDLOV�WR�SDVV�WKH�F\EHUVHFXULW\�UHYLHZ��LW�ZLOO�EH�EDUUHG�IURP�&,,�
SURFXUHPHQW��

7KLV�UHJLPH�JRHV�DJDLQVW�&KLQD¶V�:72�FRPPLWPHQW�WR�DQ�RSHQ�PDUNHW�DQG�JOREDO�WUDGH��
,W�DOVR�FUHDWHV�DGYHUVH�QHJDWLYH�HIIHFWV�IRU�IRUHLJQ�LQYHVWRUV�LQ�WKH�&KLQD�PDUNHW�DV�ZHOO�
DV�IRU &KLQHVH�FRQVXPHUV�ZKR�FRXOG�EH�EORFNHG�IURP�SXUFKDVLQJ�FHUWDLQ�,&7�SURGXFWV�
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&\EHU�&ULWLFDO�(TXLSPHQW�DQG�&\EHUVHFXULW\�6SHFLILF�3URGXFW�&DWDORJXH� 7KH�
&DWDORJXH�RI�1HWZRUN�&\EHU��&ULWLFDO�(TXLSPHQW�DQG�&\EHUVHFXULW\�6SHFLILF�3URGXFWV�
�%DWFK��� ZDV�MRLQWO\�UHOHDVHG�E\�&$&��0,,7��036�DQG &1&$ RQ -XQH����ZLWK�
UHWURDFWLYH�HIIHFW�IURP�-XQH����������ZLWKRXW�D�FRPPHQW�SHULRG�RU�FRQVXOWDWLRQ�ZLWK�
LQGXVWU\��7KH &DWDORJXH LQWURGXFHV�D�PDUNHW�HQWU\�UHTXLUHPHQW�IRU�WKH�HTXLSPHQW�DQG�
SURGXFWV�LQ�WKH�FDWDORJXH��PDQGDWLQJ�WKDW�WKH\�EH�FHUWLILHG�RU�WHVWHG�LQ�DFFRUGDQFH�ZLWK�
WKH�PDQGDWRU\�UHTXLUHPHQWV�RI�UHOHYDQW�QDWLRQDO�VWDQGDUGV�EHIRUH�HQWHULQJ�WKH�PDUNHW��
DQG�LQFOXGLQJ�WKRVH�WKDW�KDYH�QRW�SUHYLRXVO\�IDFHG�PDQGDWRU\�PDUNHW�DFFHVV�
UHTXLUHPHQWV��LQFOXGLQJ��IRU�H[DPSOH� URXWHUV��VZLWFKHV��VHUYHUV�DQG�SURJUDPPDEOH�
ORJLF�FRQWUROOHU��3/&��HTXLSPHQW��7KLV�FRQVWLWXWHV�D�WHFKQLFDO�UHJXODWLRQ�DV�GHILQHG�E\�
$QQH[����SDU����RI�WKH�:72�7%7 $JUHHPHQW��$OO�GUDIW�WHFKQLFDO�UHJXODWLRQV�WKDW�DUH�QRW�
EDVHG�RQ�RU�GHYLDWH�IURP�UHOHYDQW�LQWHUQDWLRQDO�VWDQGDUGV��DQG�ZKLFK�ZLOO�KDYH�D�
VLJQLILFDQW�HIIHFW�RQ�FURVV�ERUGHU�WUDGH�OLNH�WKLV�RQH��PXVW�EH�QRWLILHG�WR�WKH�:72�
VHFUHWDULDW DV�HDUO\�DV�SRVVLEOH�DW D�WLPH�ZKHQ�DPHQGPHQWV�FDQ�VWLOO�EH�LQWURGXFHG�DQG�
WDNHQ�LQWR�DFFRXQW� +RZHYHU��&KLQD�IDLOHG�WR�QRWLI\�:72�7%7�RQ�WKH�FDWDORJXH�IRU�
LQWHUHVWHG�SDUWLHV�WR�FRPPHQW��$V�WKHVH�QRWLILFDWLRQ�SURYLVLRQV�DOVR�DSSO\�WR�WKH�
FRQIRUPLW\�DVVHVVPHQW�SURFHGXUH�WKDW�ZLOO EH�GHYHORSHG�WR�LPSOHPHQW�WKH�UHJXODWLRQ��
86,72�ZLOO�NHHS�XUJLQJ�&KLQD�WR�QRWLI\�:72�7%7�ZKHQ�GHYHORSLQJ�FRQIRUPLW\�
DVVHVVPHQW�PHWKRGV�

7KH�FDWDORJXH�DOVR�UHTXLUHV�WKDW�WHVWLQJ�FRQIRUP�WR�&KLQHVH�VWDQGDUGV�DQG�³RWKHU�
PDQGDWRU\�UHTXLUHPHQWV�´�ZKLFK�UHPDLQ�XQVSHFLILHG�DW�WKLV�WLPH��,W�LV�QRW�FOHDU�ZKHWKHU�
VXFK�UHTXLUHPHQWV�EHLQJ�GHYHORSHG�RU�DGRSWHG�ZLOO�EH�DOLJQHG�ZLWK�DSSOLFDEOH�
LQWHUQDWLRQDO�VWDQGDUGV��DQG�EH�FRQVLVWHQW�ZLWK�WKH�:72�7%7�$JUHHPHQW�REOLJDWLRQ�WKDW�
WHFKQLFDO�UHJXODWLRQV�IROORZ�LQWHUQDWLRQDO�VWDQGDUGV�ZKHUH�VXFK�VWDQGDUGV�H[LVW��VHH�
7%7�$JUHHPHQW��$UW��������86,72�XUJHV�WKDW�WKH�³VHFXULW\�WHVW�UHTXLUHPHQWV´�DQG�³RWKHU�
PDQGDWRU\�UHTXLUHPHQWV´�UHIHUUHG�WR�LQ�WKH�UHJXODWLRQ�VKRXOG�EH�FRQVLVWHQW�ZLWK�DQRWKHU�
VHW�RI�7%7�REOLJDWLRQV��VHH�7%7�$JUHHPHQW��$UW�������DQG�VKRXOG�QRW�EH�³SUHSDUHG��
DGRSWHG�RU�DSSOLHG�ZLWK�D�YLHZ�WR�RU�ZLWK�WKH�HIIHFW�RI�FUHDWLQJ�XQQHFHVVDU\�REVWDFOHV�WR�
LQWHUQDWLRQDO�WUDGH´�

&RPPHUFLDO�(QFU\SWLRQ�5HJXODWLRQV��$������FRPPHUFLDO�HQFU\SWLRQ�UHJXODWLRQ�
GHHPHG DOO�FRPPHUFLDO�HQFU\SWLRQ�SURGXFWV�DV�³VWDWH�VHFUHWV´�DQG�SURKLELWHG�WKH XVH�RI�
IRUHLJQ�HQFU\SWLRQ�SURGXFWV��8QOHVV�FRPSDQLHV�FDQ�GHPRQVWUDWH�WKDW�WKH�µFRUH�IXQFWLRQ¶�
RI�WKH�SURGXFWV�WKH\�ZLVK�WR�VHOO�DUH�QRW�HQFU\SWLRQ��WKHQ�WKH�SURGXFW�LV�EDQQHG�IURP�WKH�
&KLQHVH�PDUNHW� $GGLWLRQDOO\��WKH 6WDWH�&RPPHUFLDO &U\SWRJUDSK\�$GPLQLVWUDWLRQ�
�26&&$� UHTXLUHV�FRPSDQLHV�WR�WXUQ�RYHU�VRXUFH�FRGH�DQG�RWKHU�SURSULHWDU\�
LQIRUPDWLRQ�IRU�WHVWLQJ�E\�VWDWH�ODERUDWRULHV�LQ�RUGHU�WR�JDLQ�PDUNHW�DFFHVV�IRU�FHUWDLQ�
HQFU\SWLRQ�SURGXFWV��'LVFULPLQDWRU\�SROLFLHV�DUH�LQ�YLRODWLRQ�RI�&KLQD¶V�:72�
FRPPLWPHQW�DQG�VSHFLILFDOO\�WKH�75,0V�$JUHHPHQW��3ROLF\ VKRXOG�QRW�EH�XVHG�WR�FORVH�
WKH�PDUNHW�WR�IRUHLJQ�FRPSHWLWLRQ��

'UDIW�&U\SWRJUDSK\�/DZ� 7KH�'UDIW�&U\SWRJUDSK\�/DZ��UHOHDVHG�IRU�FRPPHQWV�LQ�$SULO��
������LV�&KLQD¶V�ILUVW�ODZ�JRYHUQLQJ�FU\SWRJUDSK\��FODVVLILHG�LQWR FRUH�FU\SWRJUDSK\��
FRPPRQ�FU\SWRJUDSK\�DQG�FRPPHUFLDO�FU\SWRJUDSK\��:KLOH�FRUH�DQG�FRPPRQ�
FU\SWRJUDSK\�DUH�UHODWHG�WR�VWDWH�VHFUHWV�DQG�DUH RII�OLPLWV�WR�IRUHLJQ�SDUWLFLSDWLRQ��
FRPPHUFLDO�FU\SWRJUDSK\�LV�SDUWO\�RSHQ�IRU�IRUHLJQ�SDUWLFLSDWLRQ��2YHUDOO��WKH�GUDIW�/DZ�
DGRSWV�DQ�RYHUO\�EURDG�UHJXODWRU\�DSSURDFK�WRZDUGV�FRPPHUFLDO�FU\SWRJUDSK\��ZKLFK�LV�
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FRXQWHU�WR�WKH�JOREDO�QDWXUH�RI�,&7�SURGXFWV�DQG�VHUYLFHV��DQG�DSSHDUV�WR�EH�
LQFRQVLVWHQW�ZLWK�&KLQD¶V������³FRUH�IXQFWLRQ´�WHVW�FRPPLWPHQW�DQG�FRPPLWPHQW�WR�
REVHUYH�:RUOG�6HPLFRQGXFWRU�&RXQFLO��:6&��HQFU\SWLRQ�SULQFLSOHV�

7KH�GUDIW�/DZ LPSRVH�D�XQLTXH�OLFHQVLQJ�VFKHPH�RYHU�WKH�VDOH��XVH��LPSRUW�DQG�H[SRUW�
RI�WKH�FRPPHUFLDO�FU\SWRJUDSK\�ZLWK�QR�FOHDU�GHOLQHDWLRQ�RI�D�QDUURZO\� GHILQHG�VFRSH��
ZKLFK�FRXOG�EH�PRUH�WUDGH�UHVWULFWLYH�WKDQ�QHFHVVDU\�DQG�ODUJHO\�LPSDFW�WKH�,&7�WUDGH�LQ�
&KLQD��)XUWKHU��WKH�OLFHQVLQJ�VFKHPH��LI�IROORZV�WKH�SDVW�DSSURDFKHV��UHTXLUHV�WKH�
GLVFORVXUH�RI�VRXUFH�FRGH�ZKLFK�FRXQWHUV�$UWLFOHV�������± ������RI�WKH :72�7%7�
DJUHHPHQW�WKDW�SURKLELWV�JRYHUQPHQW�GHPDQGV�IRU�LQIRUPDWLRQ�WKDW�LV�XQQHFHVVDU\�WR�
DVVHVV�FRQIRUPLW\�DQG�UHTXLUHV�WKH�SURWHFWLRQ�RI�FRQILGHQWLDO�LQIRUPDWLRQ�

7KH�GUDIW�/DZ DOVR�UHTXLUHV�WKH�6WDWH�WR�GHYHORS�D�³IXOO�VHULHV�RI�FU\SWRJUDSKLF�
VWDQGDUGV�´�EXW�GRHV�QRW�LQGLFDWH�WR�ZKLFK�FDWHJRU\�RI�HQFU\SWLRQ�VXFK�VWDQGDUGV�ZRXOG�
DSSO\��$V�VLJQDWRU\�WR�WKH�:72�7HFKQLFDO�%DUULHUV�WR�7UDGH��7%7��$JUHHPHQW��&KLQD�
KDV FRPPLWWHG�WR�XVLQJ�UHOHYDQW�LQWHUQDWLRQDO�VWDQGDUGV�DV�WKH�EDVLV�IRU�LWV�WHFKQLFDO�
UHJXODWLRQV�DQG�QDWLRQDO�VWDQGDUGV�XQOHVV�WKH�UHOHYDQW�LQWHUQDWLRQDO�VWDQGDUG�LV�
LQHIIHFWLYH�RU�LQDSSURSULDWH�WR�IXOILOO�D�OHJLWLPDWH�REMHFWLYH��VXFK�DV�QDWLRQDO�VHFXULW\�
�$UWLFOH����� $QQH[����3DUDJUDSK�)���&KLQD�KDV�DOVR�FRPPLWWHG�WR�HQVXULQJ�WKDW�
VWDQGDUGV�DUH�QRW�SUHSDUHG��DGRSWHG��RU�DSSOLHG�ZLWK�D�YLHZ�WR��RU�ZLWK�WKH�HIIHFW�RI��
FUHDWLQJ�XQQHFHVVDU\�REVWDFOHV�WR�LQWHUQDWLRQDO�WUDGH��7KH�GUDIW�/DZ¶V�HPSKDVLV�RQ�
PDQGDWRU\�QDWLRQDO�VWDQGDUGV��LI�DSSOLHG�WR�FRPPHUFLDO�HQFU\SWLRQ�DSSOLFDWLRQV��ZRXOG�
QRW�RQO\�EH�LQFRQVLVWHQW�ZLWK�&KLQD¶V�:72�7%7�DQG�:6&�*$06�FRPPLWPHQWV��LW�DOVR�
ZRXOG�EH�DW�YDULDQFH�ZLWK�WKH�ZRUN�RI�WKH�&KLQHVH�1DWLRQDO�%RG\�LQ�,62�,(&�-7&�¶V�
6&���ZKHUH�WKH�&KLQHVH�GHOHJDWLRQ�KDV�LQLWLDWHG�RU�VXSSRUWHG�VHYHUDO�SURMHFWV�
VWUHQJWKHQLQJ�LQWHUQDWLRQDO�VWDQGDUGL]DWLRQ�LQ�FU\SWRJUDSK\�XVHG�LQ�FRPPHUFLDO�
DSSOLFDWLRQV�

9� 1$7,21$/�75($70(17

$� *29(510(17�352&85(0(17

*RYHUQPHQW�SURFXUHPHQW�LQ�&KLQD�IDOOV�XQGHU�WZR�QDWLRQDO�ODZV� WKH�*RYHUQPHQW�
3URFXUHPHQW�/DZ�DQG�WKH�7HQGHU�/DZ��DV�ZHOO�DV ORFDO�JRYHUQPHQW�SURFXUHPHQW�
PHDVXUHV��7KH�*RYHUQPHQW�3URFXUHPHQW�/DZ�ZDV DPHQGHG�LQ�$XJXVW�������DQG�*3/�
,PSOHPHQWDWLRQ�5HJXODWLRQV ZHUH�UHYLVHG�DQG�UHOHDVHG�RQ�-DQXDU\�������

7KH�*3/�GRHV�QRW�GHILQH�GRPHVWLF JRRGV��SURMHFWV�DQG�VHUYLFHV��LQVWHDG�WKH�6WDWH�
&RXQFLO�LV DXWKRUL]HG�WR�GHWHUPLQH�WKH�GHILQLWLRQ� ,Q�WKH�,PSOHPHQWDWLRQ�5HJXODWLRQV��
³GRPHVWLF�JRRGV´�DUH GHILQHG�DV�JRRGV�PDQXIDFWXUHG�ZLWKLQ�WKH�WHUULWRU\�RI�&KLQD��DQG�
GRPHVWLF�PDQXIDFWXULQJ�FRVW�LV�YDJXHO\�VHW�DV�³DERYH�D�FHUWDLQ�SHUFHQWDJH�´�³'RPHVWLF�
SURMHFWV�DQG�VHUYLFHV´�DUH�GHILQHG�WR�EH�SURMHFWV�DQG�VHUYLFHV�SURYLGHG�E\�&KLQHVH�
FLWL]HQV��OHJDO�SHUVRQV�RU�RWKHU�RUJDQL]DWLRQV��86,72�DGYRFDWHV�IRU�DQ�H[HPSWLRQ�IURP�
WKLV�UHJXODWLRQ�IRU�,&7�SURGXFWV�GXH�WR�WKH FRPSOH[LW\�RI�WKH JOREDO�VXSSO\�FKDLQ��

:KLOH�&KLQD¶V�WUDGH�SDUWQHUV�KDYH�PDGH�FRQVLGHUDEOH�HIIRUWV�WR�SHUVXDGH�&KLQD�WR�MRLQ�
WKH�:72�$JUHHPHQW�RQ�*RYHUQPHQW�3URFXUHPHQW��*3$��EHIRUH�DQG�DIWHU�&KLQD¶V�:72�
DFFHVVLRQ�&KLQD�KDV�QRW�\HW�EHFRPH�D�SDUW\ DQG�KDV�EHHQ�XQHQWKXVLDVWLF�LQ�PHHWLQJ�LWV�



86,72 ± &KLQD¶V�:72�&RPSOLDQFH������8675�)LOLQJ ��
:HGQHVGD\�����6HSWHPEHU���

��

ELQGLQJ�FRPPLWPHQW�WR�MRLQ�WKH�*3$��$V�SDUW�RI�LWV�3URWRFRO RI $FFHVVLRQ�WR�WKH�:72��
&KLQD�FRPPLWWHG�WR�MRLQLQJ�WKH�*3$��DQG�ZDV�DFFHSWHG�DV�DQ�REVHUYHU�WR�WKH�*3$�RQ�
)HEUXDU\�����������6LQFH�WKHQ��&KLQD�KDV�QRW�MRLQHG�*3$��QRU�KDV�&KLQD�VRXJKW�WR�
LGHQWLI\�DUHDV�WR�EH�FRYHUHG�E\�*3$�FRPPLWPHQWV��86,72�DGYRFDWHV�FOHDU�DQG�VWHDG\�
LPSURYHPHQWV�LQ�JRYHUQPHQW�SURFXUHPHQW�SROLF\��EXLOGLQJ�WRZDUG�DFFHVVLRQ�WR�WKH�*3$�
DV�VRRQ�DV�SRVVLEOH�

86,72�UHFRPPHQGV�WKH�8�6��JRYHUQPHQW�FRQWLQXH�HQJDJLQJ�WKH�&KLQHVH�JRYHUQPHQW�
LQ�GLVFXVVLQJ�WKH�LVVXH�LQ�WKH�&RPSUHKHQVLYH�(FRQRPLF�'LDORJXHV��7KH�8�6��,&7�
LQGXVWU\�UHFRPPHQGV�WKDW��EDVHG�RQ�WKH�SULRULWLHV�EHORZ��8�6��JRYHUQPHQW�RIILFLDOV�XVH�
WKH�&RPSUHKHQVLYH�(FRQRPLF�'LDORJXHV�WR�FRQWLQXH�DGGUHVVLQJ�WKH�IROORZLQJ�FRQFHUQV�
ZLWK�&KLQD¶V�UHYLVHG�RIIHU�

x $Q�LPSOHPHQWDWLRQ�GDWH�RI����\HDUV�DIWHU�DFFHVVLRQ�LV�XQLTXH�DPRQJVW�*3$�
VLJQDWRULHV�

x $V�IRU�SURGXFW�FRYHUDJH��WKH�8�6��,&7�LQGXVWU\�VWURQJO\�XUJHV�WKDW�WKH�8�6��
JRYHUQPHQW�SXUVXH�D�QHJDWLYH�OLVW�DSSURDFK�WKDW�DVVXPHV�DOO�SURGXFWV�DUH�
FRYHUHG��XQOHVV�MXVWLILHG�RWKHUZLVH��DQG�WKDW�WKH�FRPPLWPHQW�E\�&KLQD�LQFOXGHV�D�
EURDG�FRYHUDJH�RI�VHUYLFHV�FRPSDUDEOH�WR�WKDW�SURYLGHG�E\�RWKHU�3DUWLHV�WR�WKH�
*3$�

x 7KH�SURSRVHG�WKUHVKROGV�DUH�IDU�DERYH�WKRVH�RI�RWKHU�VLJQDWRULHV�WR�WKH�*3$��
DQG�ODFN�D�PHDQLQJIXO�EDVLV�IRU�LPSOHPHQWDWLRQ�RI�&KLQD¶V�FRPPLWPHQWV�

x ,W�LV�HVVHQWLDO�WKDW�WKH�FRYHUDJH�RI�HQWLWLHV�EH�PHDQLQJIXO�DQG�HIIHFWLYH��6RPH�
ZKROHVDOH�FDUYH�RXWV�ODFN�MXVWLILFDWLRQ�DQG�DUH�XQZDUUDQWHG�

x :H�XUJH�WKDW�WKH�FRYHUDJH�RI�WKH�FRPPLWPHQW�EH�DV�FRPSUHKHQVLYH�DV�SRVVLEOH�
DW�WKH�FHQWUDO�DQG�VXE�FHQWUDO�JRYHUQPHQW�OHYHO�

7KH�8�6��,&7�LQGXVWU\�FRQWLQXHV�WR�XUJH�WKH�8�6��JRYHUQPHQW�WR�SXUVXH�D�
FRPSUHKHQVLYH�DSSURDFK�ZKHUHE\�FHQWUDO�JRYHUQPHQW�HQWLWLHV�DUH�LQFOXGHG�LQ�WKH�
FRPPLWPHQW�SUHGLFDWHG�RQ�WKH�NH\�XQGHUO\LQJ�ODZV�WKDW�HVWDEOLVK�WKH�RUJDQL]DWLRQ�RI�WKH�
6WDWH�&RXQFLO��DQG�WKDW�UHJXODWH�SHUVRQQHO�DSSRLQWPHQWV��$W�PLQLPXP��WKH�REOLJDWLRQ�
VKRXOG�LQFOXGH�DQ\�HQWLW\�WKDW�LV�VXEMHFW�WR�WKH�*RYHUQPHQW�3URFXUHPHQW�/DZ��6XE�
FHQWUDO�JRYHUQPHQW�HQWLWLHV�VKRXOG�LQFOXGH��L� WKH�JRYHUQPHQWV�RI�WKH�$GPLQLVWUDWLYH�
'LYLVLRQV��3URYLQFHV����LL��WKH�JRYHUQPHQWV�RI�WKH�ILYH�DXWRQRPRXV�UHJLRQV���LLL��WKH�
JRYHUQPHQWV�RI�WKH�IRXU�PXQLFLSDOLWLHV��DQG��LY��DQ\�³ERG\�JRYHUQHG�E\�SXEOLF�ODZ´
HQDFWHG�E\�WKHVH�JRYHUQPHQWV��

,W�LV�HVVHQWLDO�WKDW�D�PHDQLQJIXO�$QQH[����DGGUHVVLQJ�VWDWH�RZQHG�HQWHUSULVHV��62(V���
VKRXOG�EH�LQFOXGHG��0XFK�UHPDLQV�WR�EH�GRQH�LQ�WKLV�UHJDUG��0RUHRYHU��LW�PXVW�EH�QRWHG�
WKDW�&KLQD¶V�:72�DFFHVVLRQ�DJUHHPHQW�LQFOXGHG�PDQ\�SURYLVLRQV�WKDW�GLUHFWO\�RU�
LQGLUHFWO\�DGGUHVVHG�VWDWH�RZQHG��DQG�VWDWH�LQYHVWHG��HQWHUSULVHV��6SHFLILFDOO\�

x &KLQD�DJUHHG�DW�WKDW�WLPH�WKDW�ODZV��UHJXODWLRQV��DQG�PHDVXUHV�UHODWLQJ�WR�WKH�
SXUFKDVH�E\�VWDWH�RZQHG��DQG�VWDWH� LQYHVWHG��HQWHUSULVHV�RI�JRRGV�DQG�VHUYLFHV�
IRU�FRPPHUFLDO�VDOH��SURGXFWLRQ�RI�JRRGV�RU�VXSSO\�RI�VHUYLFHV�IRU�FRPPHUFLDO�
VDOH�RU�IRU�QRQ�JRYHUQPHQWDO�SXUSRVHV�ZLOO�EH�VXEMHFW�WR�FHUWDLQ�:72�UXOHV��DQG�
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WKDW�VXFK�ODZV��UHJXODWLRQV��DQG�PHDVXUHV�ZRXOG�QRW�EH�FRQVLGHUHG�WR�EH�ODZV��
UHJXODWLRQV��DQG�PHDVXUHV�UHODWLQJ�WR�JRYHUQPHQW�SURFXUHPHQW�

x &KLQD�DOVR�DJUHHG�WKDW�VWDWH�RZQHG�DQG�VWDWH�LQYHVWHG�HQWHUSULVHV�ZRXOG�PDNH�
SXUFKDVHV�DQG�VDOHV�EDVHG�VROHO\�RQ�FRPPHUFLDO�FRQVLGHUDWLRQV��VXFK�DV�SULFH��
TXDOLW\��PDUNHWDELOLW\��DQG�DYDLODELOLW\��ZRXOG�EH�RQ�QRQ�GLVFULPLQDWRU\�WHUPV�DQG�
FRQGLWLRQV��DQG�WKDW�WKH�JRYHUQPHQW�ZRXOG�QRW�LQIOXHQFH�WKH�FRPPHUFLDO�
GHFLVLRQV�RI�VWDWH�RZQHG�RU�VWDWH�LQYHVWHG�HQWHUSULVHV�

7UDQVSDUHQF\��86,72�QRWHV�WKDW�WKH�&KLQHVH�JRYHUQPHQW�WRRN�VRPH�SRVLWLYH�VWHSV�
RYHU�WKH�\HDUV�WR�LPSURYH�WKH�LQIRUPDWLRQ�WUDQVSDUHQF\�RI�JRYHUQPHQW�SURFXUHPHQW��:H�
KRSH�WKLV�ZRXOG�DFW�DV�D�FDWDO\VW�WR�JLYH�LQGLYLGXDOV�DQG�RUJDQL]DWLRQV�WKH�OHJDO�ULJKW�WR�
UHTXHVW�LQIRUPDWLRQ�IURP�WKH�JRYHUQPHQW�LQ�DQ�RUGHUO\�PDQQHU��7KH�ODFN�RI�
WUDQVSDUHQF\�DIIHFWV�UHJXODWLRQV��ZKLFK�FRQWLQXH�WR�EH�LVVXHG�ZLWKRXW�SULRU�SXEOLF�
GLVFXVVLRQ��D�PRVW�IXQGDPHQWDO�UHTXLUHPHQW�RI�D�WUDQVSDUHQW�DGPLQLVWUDWLRQ��6LQFH�
UHJXODWLRQV�GLUHFWO\�DIIHFW�WKH�ZHOIDUH�DQG�RSSRUWXQLWLHV�RI�LQGXVWU\�SDUWLFLSDQWV�DQG�HQG�
XVHUV��WKHVH�JURXSV�KDYH�D�GLUHFW�LQWHUHVW²DQG�H[SHUWLVH²WR�FRQWULEXWH�WR�GHYHORSLQJ�
VRXQG�UHJXODWLRQ��

%� (19,5210(17�$1'�(1(5*<�()),&,(1&<�5(*8/$7,216�$1'�67$1'$5'6

2YHU�WKH�SDVW�IHZ�\HDUV��86,72�KDV�SURYLGHG�IHHGEDFN�WR�WKH�1DWLRQDO�'HYHORSPHQW�
DQG�5HIRUP�&RPPLVVLRQ��1'5&���WKH�0LQLVWU\�RI�(QYLURQPHQWDO�3URWHFWLRQ��0(3���WKH�
0,,7��WKH�&HUWLILFDWLRQ�DQG�$FFUHGLWDWLRQ�$GPLQLVWUDWLRQ��&1&$���DQG�RWKHU�&KLQHVH�
PLQLVWULHV�DQG�DJHQFLHV�RQ�D�QXPEHU�RI�LVVXHV�WKDW�DUH�LQ�YLRODWLRQ�RI�:72�
FRPPLWPHQWV��LQFOXGLQJ�HQYLURQPHQWDO�UHJXODWLRQV��SURGXFW�HQHUJ\�HIILFLHQF\�VWDQGDUGV��
DV�ZHOO�DV�HFR�GHVLJQ�UHODWHG�SURGXFWV�VWDQGDUGV��

5HVWULFWLRQ�RI�+D]DUGRXV�6XEVWDQFHV��5R+6���,Q�-DQXDU\�������0,,7�UHOHDVHG�D�
UHYLVHG�YHUVLRQ�RI�(OHFWURQLF�DQG�(OHFWULFDO�3URGXFWV�3ROOXWLRQ�&RQWUROOLQJ�0DQDJHPHQW�
0HDVXUHV��&KLQD�5R+6�,,���7KLV�-XQH� 0,,7�UHOHDVHG�D�VXSSRUWLQJ�GRFXPHQW�RQ�WKH�
FRQIRUPLW\�DVVHVVPHQW�FDWDORJXH�IRU�SXEOLF�FRPPHQW��86,72�HQFRXUDJHV�&KLQD�WR�
FRPSO\�ZLWK�:72�UHJXODWLRQV�RQ�VXFK�DVVHVVPHQWV��:H�KDYH�EHHQ�ZRUNLQJ�ZLWK�WKH�
&KLQHVH�JRYHUQPHQW�WR�GLVFXVV�VXFK�FRQFHUQV�DURXQG�WKH�&1&$�DQG�ODEHOOLQJ�SURFHVV��
7KH�ODEHOOLQJ�SURFHVV�YLRODWHV�$UWLFOH�,,�RI�WKH�:72�7%7�IRU�FRQVWLWXWLQJ�PHDVXUHV�WKDW�
DUH�³PRUH�WUDGH�UHVWULFWLYH�WKDQ�QHFHVVDU\´�WR�SURWHFW�WKH�HQYLURQPHQW��:H�KLJKO\�
UHFRPPHQG�WKH�DGRSWLRQ�RI�D�VHOI�GHFODUDWLRQ�RI�FRPSOLDQFH��6'2&��DSSURDFK�LQ�&KLQD�
5R+6�,,�DQG�DGYRFDWH�IRU�WKH�HOLPLQDWLRQ�RI�DQ\�UHTXLUHPHQWV�WKDW�LQFOXGH�GLVFORVXUH�RI�
SURSULHWDU\�LQIRUPDWLRQ��LQFOXGLQJ�VXSSOLHUV�DQG�PDWHULDO�FRPSRVLWLRQ�RI�,&7�SURGXFWV�VR�
WKDW�&KLQD�LV�QRW�LQ�YLRODWLRQ�RI�WKHLU�:72�75,3V�DJUHHPHQW��

:DVWH�(OHFWULFDO�DQG�(OHFWURQLF�(TXLSPHQW�'LUHFWLYH��:(((�'LUHFWLYH���&KLQD¶V�
5HJXODWLRQ�RQ�:(((�LV�D�QDWLRQDO�(�ZDVWH�FROOHFWLRQ�DQG�UHF\FOLQJ�UHJLPH��7KH�
$GPLQLVWUDWLYH�5HJXODWLRQ�RQ�5HF\FOLQJ�DQG�7UHDWPHQW RI�:DVWH�(OHFWULFDO�$SSOLDQFHV
HQWHUHG�LQWR�HIIHFW�-DQXDU\����������DQG�D�QHZ��H[SDQGHG�SURGXFW�FDWDORJXH�ZDV�
LVVXHG�LQ�)HEUXDU\�������7KH�UHJXODWLRQ�FRQWDLQV�SURYLVLRQV�WKDW�PD\�SURYLGH�:(((�
IHH�UHGXFWLRQV�IRU�WKH�5R+6�YROXQWDU\�FHUWLILFDWLRQ��SURPRWLQJ�D�WURXEOHVRPH�FRQIRUPLW\�
PRGHO��6HFRQGO\��XQGHU�WKH�FXUUHQW�FDWDORJXH�RI�SURGXFWV�VXEMHFW�WR�&KLQD�:(((�
UHTXLUHPHQWV��QXPHURXV�FDWHJRULHV�RI�SURGXFWV�DUH�VXEMHFW�WR�PDQGDWRU\�UHF\FOLQJ��ZLWK�
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WKH�SRVVLELOLW\�RI�IXUWKHU�H[SDQVLRQ�LQ�WKH�IXWXUH��$FFRUGLQJ�WR�WKH�UHF\FOLQJ�GDWD�
UHOHDVHG�E\�0(3��WKLV�FRVW�86,72�PHPEHUV�KXQGUHG�RI�PLOOLRQV�RI�GROODUV�LQ�IHHV�SDLG�
WR�TXDOLILHG�UHF\FOHUV�RI�XVHG�UHIULJHUDWRUV��ZDVKLQJ�PDFKLQHV��WHOHYLVLRQV��DQG�DLU�
FRQGLWLRQHUV��7KH�VWUXFWXUH�RI�WKH�UHF\FOLQJ�IHH�LV�GHWULPHQWDO�WR�LPSRUWHG�DSSOLDQFHV�
DQG�WKH�IHHV�DSSHDU�WR�EH�LQFRQVLVWHQW�ZLWK�:72�75,0V�DJUHHPHQW�DV�ZHOO�DV�DUWLFOHV�
�����D�DQG�E��DQG�DUWLFOHV�,,,����DQG�,,,����RI�WKH�*$77��

(QHUJ\ (IILFLHQF\��&KLQD¶V�HQHUJ\�HIILFLHQF\�SURJUDPV�SUHVHQW�D�QXPEHU�RI�FKDOOHQJHV�
WR�IRUHLJQ�FRPSDQLHV��LQFOXGLQJ�RQHURXV�FRPSOLDQFH�UHTXLUHPHQWV��WLJKW�WLPHIUDPHV�IRU�
FRPSOLDQFH��DQG�LQFRQVLVWHQFLHV�ZLWK�JOREDOO\�DGRSWHG�WHFKQLFDO�VWDQGDUGV��(QHUJ\�
HIILFLHQF\�KDV�EHFRPH�D�SULRULW\�IRU�&KLQD��DQG�WKLV�FDQ�EH�IHOW�DFURVV�WKH�,&7�VHFWRU��
7KH�&KLQD�1DWLRQDO�,QVWLWXWH�RI�6WDQGDUGL]DWLRQ��&1,6��KDV�GHYHORSHG�0LQLPXP�(QHUJ\�
3HUIRUPDQFH�6WDQGDUGV��0(36��VWUHWFKLQJ�DFURVV�D�EURDG�UDQJH�RI�SURGXFWV��LQFOXGLQJ�
VHUYHUV��3&V�DQG�GDWD�FHQWHUV��7KH�VHUYHU�HQHUJ\ HIILFLHQF\�VWDQGDUG��LQ�SDUWLFXODU��LV�
SUREOHPDWLF�DV�WKH�VWDQGDUG�&KLQD�WULHV�WR�GUDIW�ODFNV�WKH�IXQGDPHQWDO�PHWULFV�WR�
VFLHQWLILFDOO\�FDSWXUH�WKH�DFWXDO�VHUYHU�HIILFLHQF\��6XFK�HQHUJ\�HIILFLHQF\�UHTXLUHPHQWV�
DQG�VWDQGDUGV�DUH�OLNHO\�WR�EH�DW�YDULDQFH�ZLWK�JOREDO�VWDQGDUGV�DQG�YLRODWH�*$77�
$UWLFOH�,,,�RQ�QDWLRQDO�WUHDWPHQW��&KLQHVH�UHJXODWRUV�VKRXOG�EH�LQ�DOLJQPHQW�ZLWK�JOREDOO\�
DGRSWHG�VWDQGDUGV�VXFK�DV�WKH�(QHUJ\�6WDU�3URJUDP�WHFKQLFDO�UHTXLUHPHQWV�DQG�6HUYHU�
(IILFLHQF\�5DWLQJ�7RRO��,&7�FRPSDQLHV�DUH�GHHSO\�LQYHVWHG�LQ�WKLV�VHW�RI�WHFKQLFDO�
VSHFLILFDWLRQV�DQG�DQ\�GHYLDWLRQ�IURP�WKH�JOREDO�QRUP�ZRXOG�XQQHFHVVDULO\�SODFH�
RQHURXV�EXUGHQV�RQ�WKH�PDQXIDFWXUHUV��

9,� &867206�

$� ,7$ (;3$16,21

2Q�-XO\���������WKH�H[SDQGHG�,QIRUPDWLRQ�7HFKQRORJ\�$JUHHPHQW��,7$��ZHQW�LQWR�HIIHFW��
H[SDQGLQJ�GXW\�IUHH�FRYHUDJH�WR�DQ�DGGLWLRQDO���� KLJK�WHFK SURGXFWV��LQFOXGLQJ�QH[W�
JHQHUDWLRQ�VHPLFRQGXFWRUV NQRZQ�DV�PXOWL�FRPSRQHQW�VHPLFRQGXFWRUV��0&2V���
7RJHWKHU��WKH�,7$�DQG�LWV�H[SDQVLRQ�FRYHU�86'���� WULOOLRQ�LQ�DQQXDO�WUDGH��+RZHYHU��LQ�
-DQXDU\��&KLQD�WHPSRUDULO\�LQFUHDVHG�WDULIIV�RQ����0&2�SURGXFW�OLQHV�WKDW�ZHUH�
SUHYLRXVO\�GXW\�IUHH��LQ�DSSDUHQW�YLRODWLRQ�RI�LWV�,7$�FRPPLWPHQWV��

7KH�:RUOG�6HPLFRQGXFWRU�&RXQFLO��:6&� VHQW�D�OHWWHU�WR�WKH�&KLQHVH�JRYHUQPHQW�
DVNLQJ�IRU�DQ�H[SODQDWLRQ�RI�LWV�WDULII�WUHDWPHQW�IRU�0&2V�DQG�UHTXHVWHG�WKDW�WKH\�
UHLQVWDWH�]HUR�WDULIIV�RQ�WKH����0&2�SURGXFW OLQHV�WKDW�VDZ�D�WDULII�LQFUHDVH��86,72�
XUJHV�WKH�&KLQHVH�JRYHUQPHQW�WR�KRQRU�LWV�,7$�FRPPLWPHQW�WR�HOLPLQDWH WDULIIV�RQ�
0&2V�DQG�DOO�LWHPV�FRYHUHG�E\�WKH�,7$��

%� &+,1$¶6�'5$)7�(;3257�&21752/�/$:

,Q -XQH�RI�WKLV�\HDU��WKH�0LQLVWU\�RI�&RPPHUFH��02)&20��UHOHDVHG�&KLQD¶V�GUDIW�
([SRUW�&RQWURO�/DZ�FRYHULQJ�PLOLWDU\�DQG�GXDO�XVH�LWHPV��7URXEOLQJO\��WKH�GUDIW�/DZ�
LQFOXGHV�PXOWLSOH�UHIHUHQFHV�WR�SURWHFWLQJ�HFRQRPLF�LQWHUHVWV��VXFK�DV�FRQGXFWLQJ�D�
FRPSHWLWLYHQHVV�DVVHVVPHQW DQG XVLQJ�³PDUNHW�VXSSO\´�DV�D�IDFWRU�IRU�OLFHQVLQJ��7KH�



86,72 ± &KLQD¶V�:72�&RPSOLDQFH������8675�)LOLQJ ��
:HGQHVGD\�����6HSWHPEHU���

��

ODZ�DOVR�LQFOXGHV�D�UHFLSURFLW\�SULQFLSOH��VWDWLQJ�&KLQD�PD\�DFW�LQ�D�³UHFLSURFDO´�PDQQHU�
WRZDUGV�DQ\�H[SRUW�FRQWURO�UHJLPHV�LW�ILQGV�³GLVFULPLQDWRU\´��

86,72 HQFRXUDJHV &KLQHVH�DXWKRULWLHV�WR�UHFRQVLGHU�WKH�EDVLV�IRU�WKH�H[SRUW�FRQWURO�
V\VWHP�DQG�WR�SODFH QDWLRQDO�VHFXULW\�DV�WKH�IRXQGDWLRQ��([SRUW�FRQWURO�SULQFLSOHV�EDVHG�
RQ�UHFLSURFLW\�DQG�HFRQRPLF�FRPSHWLWLYHQHVV�DUH�QRW�FRQVLVWHQW�ZLWK�RWKHU�PXOWLODWHUDO�
H[SRUW�FRQWURO�UHJLPHV� 7KHVH�JRDOV�DUH�DOVR�FRQWUDU\�WR WKH�DLPV�RI�WKH�:RUOG�7UDGH�
2UJDQL]DWLRQ��:72��DQG�ZLWK�:72�SULQFLSOHV��,Q�DGGLWLRQ��DQ�XQGHUO\LQJ�SXUSRVH�RI�WKH�
PXOWL�ODWHUDO�H[SRUW�FRQWURO�V\VWHP�LV�WR�FRQWULEXWH�WR�UHJLRQDO�DQG�LQWHUQDWLRQDO�VHFXULW\�
DQG�VWDELOLW\�E\�SURPRWLQJ�WUDQVSDUHQF\�DQG�JUHDWHU�UHVSRQVLELOLW\�LQ�WUDQVIHUV�RI�
FRQYHQWLRQDO�DUPV�DQG�GXDO�XVH��L�H��WKRVH�KDYLQJ�FLYLO�DQG�PLOLWDU\�XVHV��JRRGV�DQG�
WHFKQRORJLHV�

&� &867206�9$/8$7,21�$1'�75$'(�)$&,/,7$7,21

,Q�6HSWHPEHU�������WKH�&KLQHVH�JRYHUQPHQW�DFFHSWHG�WKH�:72¶V 7UDGH�)DFLOLWDWLRQ�
$JUHHPHQW��LQGLFDWLQJ�WKH�GHWHUPLQDWLRQ�DQG�FRQILGHQFH�RI�WKH�*HQHUDO�$GPLQLVWUDWLRQ�
RI�&XVWRPV��*$&��WR�IXOO\�LPSOHPHQW�:72�WUDGH�IDFLOLWDWLRQ�SROLFLHV��LQFOXGLQJ�
SURYLVLRQV�WR�H[SHGLWH�WKH�PRYHPHQW��UHOHDVH��DQG FOHDUDQFH�RI�JRRGV�DV�ZHOO�DV�
FRRSHUDWLRQ�RQ�FXVWRPV�FRPSOLDQFH��

$V�SDUW�RI�LWV�:72�DFFHVVLRQ�DJUHHPHQW��&KLQD�DJUHHG�WR�LPSOHPHQW�LWV�REOLJDWLRQV�
XQGHU�WKH�$JUHHPHQW�RQ�&XVWRPV�9DOXDWLRQ��*$77�$UWLFOH�9,,��XSRQ�DFFHVVLRQ��ZLWKRXW�
DQ\�WUDQVLWLRQ�SHULRG��7KH�SXUSRVH�RI�WKLV�DJUHHPHQW�LV�WR�PDNH�FHUWDLQ�WKDW�WKH�FXVWRPV�
YDOXH�RI�LPSRUWHG�JRRGV�IRU�GXW\�DVVHVVPHQW�SXUSRVHV�LV�GHWHUPLQHG�LQ�D�³QHXWUDO�DQG�
XQLIRUP�PDQQHU´�WKDW�DYRLGV�DUELWUDU\�RU�ILFWLWLRXV�YDOXDWLRQ��,W�LV�RXU�H[SHULHQFH�WKDW�
&KLQD�LV�GHYLDWLQJ�IURP�WKHVH�UHTXLUHPHQWV�LQ�WKUHH�QRWDEOH�DUHDV�

x 7KH�*$& XVHV�DQ�RXW�GDWHG�DQG�DUELWUDU\�SULFLQJ�PHWKRGRORJ\�IRU�YDOXDWLRQ�
SXUSRVHV�WKDW�GRHV�QRW�WDNH�LQWR�DFFRXQW PRGHUQ�VXSSO\�FKDLQ�PRGHOV��,Q�
SDUWLFXODU��FXVWRPV�DXWKRULWLHV�GR�QRW�DSSHDU�WR�XQGHUVWDQG�WUDQVIHU�SULFLQJ��
LQERXQG�DQG�RXWERXQG�ERQGHG�]RQH�YDOXDWLRQ��DQG�FXVWRPHU�UHEDWH�VDOHV�
GLVFRXQWV�DVVRFLDWHG�ZLWK�WRGD\¶V�VXSSO\�FKDLQ�FRPSOH[LW\��7KLV�KDV�UHVXOWHG LQ�
FXVWRPV�FKDOOHQJHV�WR�PRGHUQ�SULFLQJ�PHWKRGRORJLHV�DQG�D�GHVLUH�E\�RIILFLDOV�WR�
HQIRUFH�XQUHDVRQDEOH�YDOXDWLRQ�DGMXVWPHQWV��EDVHG�RQ�WKHLU�VROH�DFFHSWDQFH�RI�
D�FXVWRPV�GHFODUDWLRQ�YDOXH�WKDW�LV�SUHVXPHG�WR�DOZD\V�EHFRPH�KLJKHU�WKURXJK�
WKH�HQWLUH�VXSSO\ FKDLQ��)RU�LQVWDQFH��LW�LV�ZHOO�NQRZQ�WKDW�LQ�VRPH�EXVLQHVV�
VLWXDWLRQV�WKH�VHOOLQJ�SULFH�ZLOO�EH�UHGXFHG�WR�RIIHU�D�UHEDWH�RU�VDOHV�GLVFRXQW�WR�
FXVWRPHUV��7KDW�SULFH�FRXOG�EH�ORZHU�WKDQ�WKH�YDOXHV�GHFODUHG�LQ�SUHFHGLQJ�
VXSSO\�FKDLQ�VWHSV��LQFOXGLQJ�WKH�YDOXH�GHFODUHG�RQ�WKH�LQERXQG�FXVWRPV�
GHFODUDWLRQ�DW�WKH�WLPH�SURGXFWV�DUH�LPSRUWHG��&KLQHVH�FXVWRPV�DXWKRULWLHV�
VKRXOG�PDNH�FRQFHUWHG�HIIRUWV�WR�XQGHUVWDQG�WKH�FRPSOH[LWLHV�DQG�SULFLQJ�
PHFKDQLVPV�DVVRFLDWHG�ZLWK�PRGHUQ�VXSSO\�FKDLQ�PRGHOV�DQG�DFFHSW�
WUDQVDFWLRQ�YDOXH�GHFODUHG�RQ�WKH�EDVLV�RI�WKHVH�PRGHOV��

x &XVWRPV�LQ�&KLQD�LV�DOVR�XVLQJ�YDOXDWLRQ�GDWDEDVHV�IRU�GHWHUPLQLQJ�WKH�YDOXH�RI�
JRRGV�DQG�LQFUHDVLQJO\�TXHVWLRQLQJ�WKH�WUDQVDFWLRQ�YDOXH�RI�LPSRUWV��7KHUH�DUH�
VRPH�VLWXDWLRQV�LQ�ZKLFK�&KLQHVH�FXVWRPV�XVHV�D�³UHIHUHQFH�SULFH´�WR�DVFHUWDLQ�
FXVWRPV�YDOXH��D�SURFHVV�WKDW�KDV�FDXVHG�WUDQVDFWLRQ�YDOXHV�GHFODUHG�E\�DQ�
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LPSRUWHU�WR�EH�UHMHFWHG�E\�FXVWRPV�RIILFHUV�EHFDXVH�WKLV�YDOXH�LV�ORZHU�WKDQ�WKH�
*$&¶V�DUELWUDU\ UHIHUHQFH�SULFH��&KLQD�FXVWRPV�RIILFLDOV�VKRXOG�DEDQGRQ�WKH�
XVH�RI�DUELWUDU\�DQG�DUWLILFLDOO\�FUHDWHG�UHIHUHQFH�SURFHVVHV�LQ�DVFHUWDLQLQJ�WKH�
WUDQVDFWLRQ�YDOXH�RI�JRRGV�

x 7KH�SURFHVV�IRU�FXVWRPV�YDOXDWLRQ�GHWHUPLQDWLRQV�YDULHV�IURP�SRUW�WR�SRUW�DQG�LV�
QRW�WUDQVSDUHQW��7KLV�LV�D�ODFN�RI�ZLOOLQJQHVV�RQ�WKH�SDUW�RI�*$& RIILFLDOV�WR�LVVXH�
ZULWWHQ�ELQGLQJ�DJUHHPHQWV�RQ�YDOXDWLRQ�LQ�PDQ\�LQVWDQFHV��2UDO�DJUHHPHQWV�
DUH�HPSOR\HG��EXW�WKHVH�DJUHHPHQWV�UHPDLQ�LQ�HIIHFW�RQO\�DV�ORQJ�DV�WKDW�
LQGLYLGXDO�UHPDLQV�HPSOR\HG�E\�*$&��7KHUH�VKRXOG�EH�XQLIRUP�KDQGOLQJ�DFURVV�
DOO &KLQHVH�SRUWV�RI�HQWU\��DQG�DOO�DJUHHPHQWV�VKRXOG�EH�ZULWWHQ�DQG�DYDLODEOH�
IRU�DOO�FRPSDQLHV�WR�YLHZ�

'� &867206�,03/(0(17$7,21

,Q�������*$& H[SDQGHG�UHJLRQDO�FOHDUDQFH�]RQHV�EH\RQG�WKH�%HLMLQJ�7LDQMLQ� +HEHL�
LQWHJUDWHG�UHJLRQ�DQG�WKH�<DQJW]H�DQG�3HDUO�5LYHU 'HOWDV�WR�LQFOXGH�FRYHUDJH�LQ�
QRUWKHDVWHUQ�&KLQD�DQG�DORQJ�WKH�SURSRVHG�URXWH�IRU�WKH�1HZ�6LON�5RDG�(FRQRPLF�%HOW��
86,72�ORRNV IRUZDUG�WR�HYHQWXDO�QDWLRQ�ZLGH�FOHDUDQFH�LQWHJUDWLRQ��$V�&KLQD�PDLQWDLQV�
D�GXDO�FOHDUDQFH�V\VWHP��ZH�KRSH�WKDW�WKHUH�ZLOO�EH�JUHDWHU�FRRUGLQDWLRQ�EHWZHHQ�
&KLQD¶V�FXVWRPV�GHSDUWPHQWV�DQG�TXDOLW\�VXSHUYLVLRQ�GHSDUWPHQWV��:H�DOVR�KRSH�WKDW�
WKHUH�ZLOO�EH�KDUPRQL]DWLRQ�RI�GLIIHUHQW�&XVWRPV�RIILFHV�ZKHQ�KDQGOLQJ�WKH�VDPH�
FRQVLJQPHQW��

,QFRQVLVWHQW��LQHIILFLHQW��DQG�RSDTXH�FXVWRPV�UXOHV�DQG�SURFHGXUHV�DUH�LQFRQVLVWHQW�ZLWK�
WKH�GLUHFWLRQ�RI�&KLQD¶V�:72�FRPPLWPHQWV�WR�D�WUDGLQJ�UHJLPH�WKDW�IRVWHUV�
KDUPRQL]DWLRQ��WUDQVSDUHQF\�DQG�VLPSOLILHG�FXVWRPV�IRUPDOLWLHV��.H\�LVVXHV�DUH�OLVWHG�LQ�
GHWDLO�EHORZ�

x 9DJXH�DQG�,QFRQVLVWHQW�5HJXODWLRQV��0DQ\�H[LVWLQJ�&XVWRPV�UHJXODWLRQV�ODFN�
FODULW\�DQG�SUHFLVLRQ��DQG�WKH\�DUH�GUDIWHG�DQG�HQIRUFHG�LQ�DQ�LQFRQVLVWHQW�
PDQQHU��)RU�H[DPSOH��D�UHJXODWLRQ�GHDOLQJ�ZLWK�GXW\�H[HPSWLRQ�DVVHWV�LQ�&KLQD�
VWDWHV�WKDW�RQFH�D���\HDU�FXVWRPV�VXSHUYLVLRQ�SHULRG�H[SLUHV��WKH�GXW\�H[HPSWHG�
DVVHW�ZLOO�EH�GH�ERQGHG�DXWRPDWLFDOO\��:KLOH�WKLV�DXWRPDWLF�H[SLUDWLRQ�PHDQV�
WKHUH�LV�QRW�D�QHHG�WR�FRQWHQG�ZLWK�D�IRUPDO�FXVWRPV�GH�ERQGLQJ�SURFHVV��WKH�
UHJXODWLRQ�GRHV�QRW�VWDWH�ZKHWKHU�ERQGHG�]RQHV�DUH�FRYHUHG��7KH�UHVXOW�LV�WKDW�
&XVWRPV�RIILFLDOV�LQ�VRPH�ORFDOLWLHV�UHTXLUH�D�FRPSDQ\�WR�GHDO�ZLWK�GH�ERQGLQJ�
IRUPDOLWLHV�RQFH�WKH���\HDU�SHULRG�HQGV��ZKLOH�&XVWRPV�RIILFLDOV�LQ�RWKHU�ORFDWLRQV�
SHUPLW�DXWRPDWLF�GH�ERQGLQJ��&XVWRPV�UXOHV��ZULWWHQ�DW�D�KLJK�OHYHO�DQG�WKHUHIRUH�
ODFNLQJ�GLUHFWLRQ�FRQFHUQLQJ�RSHUDWLRQDO�GHWDLOV��IDLO�WR�FRYHU�QXPHURXV�LPSRUW�
UHODWHG�DUHDV��)RU�H[DPSOH��WKHUH�LV�YHU\�OLWWOH�UHJXODWRU\�JXLGDQFH�LQ�FXUUHQW�
UHJXODWLRQV�RQ�KRZ�WR�UHFRUG��WUDFN��DQG�UHFRQFLOH�KLJK�YROXPH�LWHPV�SODFHG�LQ�D�
35&�ERQGHG�]RQH�IRU�ODWHU�FRQVXPSWLRQ�LQ�&KLQD�IDFWRU\�SURGXFWLRQ�

x 5HVROXWLRQ�RI�5HJXODWRU\�,VVXHV� ,W�FRQWLQXHV�WR�EH�GLIILFXOW�WR�DGGUHVV�RU�UHVROYH�
UHJXODWRU\�LVVXHV�ZLWK�&KLQHVH�FXVWRPV�RIILFLDOV��7KH�*$& PDLQWDLQV�QR�
V\VWHPDWLF��UHSHDWDEOH��WUDQVSDUHQW��DQG�VXVWDLQDEOH�V\VWHP�WR�JDWKHU�LQGXVWU\�
LQSXWV��LQFOXGLQJ�EXW�QRW�OLPLWHG�WR�QHZ�EXVLQHVV�WUHQGV��EXVLQHVV�FKDOOHQJHV��RU�
VXSSO\�FKDLQ�SUREOHPV��*$&�DOVR�ODFNV�D�IHHGEDFN�PHFKDQLVP�WR�V\VWHPDWLFDOO\�
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UHVSRQG�WR�SUHVVLQJ�LQGXVWU\�LVVXHV��(QWHUSULVHV�VWULYH�WR�FRPPXQLFDWH�
HIIHFWLYHO\�ZLWK�*$&��EXW�WKH�SURFHVV�LV�ODERULRXV�DQG�FRQGXFLYH�WR�XQVDWLVIDFWRU\�
RXWFRPHV��*$&�VKRXOG�HVWDEOLVK�D�FOHDU��IRUPDO�SURFHVV�WR�HQVXUH�WLPHO\�DQG�
VXEVWDQWLYH�UHVSRQVHV�WR�LPSRUWHU�LVVXHV�DORQJ�ZLWK�D�SURFHVV�WKDW�DOORZV�
HVFDODWLRQ�RI�LVVXHV�ZKHUH�GLVSXWHV�DULVH�

x 1HHG�IRU�³��[�´�&XVWRPV�&OHDUDQFH� 0DQ\�IDFWRULHV�LQ�&KLQD�RSHUDWH�RQ�D�³���[�
��[����´�EDVLV�DQG�QHHG�FXVWRPV�FDSDFLW\�WKDW�VXSSRUWV�VKLSSLQJ�DQG�UHFHLYLQJ�
RSHUDWLRQV�DW�DOO�WLPHV��&XVWRPV�FOHDUDQFH�VWLOO�UHOLHV�RQ�PDQXDO�SURFHGXUHV�LQ�
&KLQD�DQG�LV�UHODWLYHO\�VORZ�FRPSDUHG�WR�WKH�RWKHU�6RXWKHDVW�$VLDQ�FRXQWULHV��
,QVXIILFLHQW�DFFHVV�WR�FXVWRPV�SHUVRQQHO�E\�LPSRUWLQJ�SDUWLHV��GXH�WR�OLPLWHG�
FXVWRPV�ZRUNLQJ�KRXUV�RQ�ZHHNGD\V�DQG�RQ�ZHHNHQGV��VLJQLILFDQWO\�KDPSHUV�
HIILFLHQF\�RI�VXSSO\�FKDLQ�PDQDJHPHQW��&RQVHTXHQWO\��FRPSDQLHV�KDYH�ERUQH�
DGGLWLRQDO�FRVWV�GXH�WR�JRRGV�ODQJXLVKLQJ�LQ�D�ZDUHKRXVH��DV�ZHOO�DV�LQFXUULQJ�
FXVWRPHU�GLVVDWLVIDFWLRQ�EHFDXVH�RI�GHOD\HG�GHOLYHU\�RI�JRRGV��$�ODFN�RI�
XQLIRUPLW\�LQ�FXVWRPV�ZRUN�VFKHGXOHV�DQG�SUDFWLFHV�DFURVV�WKH�FRXQWU\�
H[DFHUEDWHV�WKH�SUREOHP��ZLWK�VRPH�ORFDO�DXWKRULWLHV�KDYLQJ�H[WHQGHG�KRXUV�RI�
RSHUDWLRQ�DQG�RWKHUV�KDYLQJ�PRUH�UHVWULFWHG�RSHUDWLRQDO�VFKHGXOHV��VXFK�DV�
ZHHNHQGV���7KLV�LQFRQVLVWHQW�RSHUDWLQJ�PRGHO�VLJQLILFDQWO\�KDPSHUV�WKH�DELOLW\�WR�
SURYLGH�SUHGLFWDEOH�ORJLVWLFDO�VHUYLFHV�LQ�WKH�VKLSPHQW�DQG�GHOLYHU\�RI�JRRGV��

x &XVWRPV�0RGHUQL]DWLRQ��,Q�&KLQD��FXVWRPV�FOHDUDQFH�VWLOO�UHOLHV�SULQFLSDOO\�RQ�
VXEPLVVLRQ�DQG�SURFHVVLQJ�RI�D�SDSHU�GHFODUDWLRQ��6RPH�FLWLHV�DUH�VWDUWLQJ�WR�
LPSOHPHQW�³H�&XVWRPV´�VROXWLRQV�DQG�SDSHUOHVV GHFODUDWLRQ�SLORWV��EXW�HDFK�FLW\�
LV�LPSOHPHQWLQJ�GLIIHUHQW�VROXWLRQV�DQG�GLIIHUHQW�SODQV��&KLQD�FRXOG�YHU\�
VXEVWDQWLDOO\�LQFUHDVH�WKH�HIILFLHQF\�RI�LWV�FXVWRPV�RSHUDWLRQV�E\�HVWDEOLVKLQJ�
SDSHUOHVV��HIILFLHQW��DQG�HQG�WR�HQG�SDSHUOHVV�&XVWRPV�VROXWLRQV�WKDW�DUH�
VWDQGDUGL]HG�DFURVV�DOO�UHJLRQV��7KH�QDWLRQZLGH�SDSHUOHVV�FOHDUDQFH�V\VWHP�ZDV�
H[SDQGHG�EH\RQG�H[SRUWV�LQ������WR�LQFOXGH�PRVW�LPSRUWHG�JRRGV��UHGXFLQJ�WKH�
WLPH�UHTXLUHG�IRU�LPSRUW�GHFODUDWLRQV�E\�DERXW����KRXUV��:KLOH�ZH�FRPPHQG�
&KLQD�&XVWRPV¶�HIIRUWV�WR�IDFLOLWDWH�WUDGH��ZH�KRSH�IXUWKHU�LPSURYHPHQWV�FDQ�EH�
PDGH�E\�LPSOHPHQWLQJ�WKH�FUHGLW�PDQDJHPHQW�V\VWHP�DQG�LQFUHDVLQJ�WKH�
SHUFHQWDJH�RI�GHFODUDWLRQ�DQG�DFFRPSDQ\LQJ�GRFXPHQWV�WKDW�FDQ�EH�VWRUHG�E\�
HQWHUSULVHV��UHGXFLQJ�DQG�VLPSOLI\LQJ�WKH�UHTXLUHPHQWV�IRU�DFFRPSDQ\LQJ�
GRFXPHQWV��DQG�GHOLYHULQJ�GLJLWL]HG�UDWKHU�WKDQ�VFDQQHG�DFFRPSDQ\LQJ�
GRFXPHQWV�

x %RQGHG�=RQHV��6LPSOLILFDWLRQ�RI�ERQGHG�JRRGV�EHWZHHQ�VSHFLDO�VXSHUYLVLRQ�
]RQHV�UHPDLQV�DQ�LVVXH�RI�FRQFHUQ��)DFLOLWDWLRQ�PHDVXUHV�GR QRW�FRYHU�DOO�W\SHV�
RI ERQGHG�JRRGV�DQG�]RQHV��7KH�H[LVWLQJ�WUDQVLW�PRGH�VHYHUHO\�UHVWULFWV�WKH�
HIILFLHQW�WUDQVIHU�RI�JRRGV�LQ�VSHFLDO�VXSHUYLVLRQ�]RQHV�DQG�GRHV�QRW�DOLJQ�ZLWK�
WKH�JRYHUQPHQW¶V�SXVK�IRU�HQYLURQPHQWDO�SURWHFWLRQ��:H�UHFRPPHQG�WKDW�*$&
H[SDQG�WKH�DSSOLFDEOH�VFRSH RI�WKLV�V\VWHP�DV�VRRQ�DV�SRVVLEOH��UHYLVH�H[LVWLQJ�
SROLFLHV��DQG�DOORZ�HQWHUSULVHV�WR�WUXO\�UHDOL]H�³EDWFK�GHOLYHU\��FHQWUDOL]HG�
&XVWRPV�GHFODUDWLRQ��DQG�VHOI�WUDQVSRUWDWLRQ�´

R (IILFLHQF\���&XVWRPV�SURFHVVHV�LQ�D�ERQGHG�]RQH�LQ�&KLQD�FRQWLQXH�WR�EH�
LQHIILFLHQW��0DQ\�RSHUDWLRQV�LQ�&KLQD�DUH�ORFDWHG�LQ�ERQGHG�]RQHV�DORQJ�
ZLWK�FXVWRPHUV�DQG�VXSSOLHUV��$�ELJ�FKDOOHQJH�LQ�&KLQD�LV�WKH�ERQGHG�DLU�
WUDQVIHU�SURFHVV��$FFRUGLQJ�WR�&KLQHVH�ODZ��*$&�PXVW�VXSHUYLVH�DQ\�
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ERQGHG�DLU�WUDQVIHU�EHWZHHQ�WZR�ERQGHG�]RQHV��7KHUH�DUH�IRXU�FXVWRPV�
UHODWHG�RUJDQL]DWLRQV�LQYROYHG�LQ�WKH�HQWLUH�SURFHVV�DW�WKH�IROORZLQJ�SRLQWV���
����GHSDUWXUH�]RQH������GHSDUWXUH�FLW\�DLUSRUW������DUULYDO�FLW\�DLUSRUW��DQG�����
DUULYDO�RU�UHFHLYLQJ�]RQH��%DVHG�RQ�WKH�FXUUHQW�VWDQGDUG�ERQGHG�WUDQVIHU�
SURFHVV��LW�LV�UHTXLUHG�WKDW�WKUHH�ERQGHG�WUDQVIHUV�EH�FRPSOHWHG�EHWZHHQ�
WKHVH�IRXU�FXVWRPV�DXWKRULWLHV��7KH�SURFHVV�LV�YHU\�FRPSOH[�ZLWK�ORQJ�OHDG�
WLPHV��LPSDFWLQJ�VXSSO\�FKDLQ�HIILFLHQF\��*$&�VKRXOG�VLPSOLI\�WKH�ERQGHG�
DLU�WUDQVIHU�SURFHVV�DFURVV�DOO�WKH�UHJLRQV�LQ�&KLQD�WR�DOOHYLDWH�VKLSPHQW�
GHOD\V�DQG�EXUGHQV�

R &RPSOLDQFH�5HTXLUHPHQW��0DQ\�EXUHDXFUDWLF�WUDFNLQJ�DQG�UHFRQFLOLDWLRQ�
UHTXLUHPHQWV�H[LVW�UHODWLYH�WR�ERQGHG�]RQHV��7KLV�FKDOOHQJHV�D�ERQGHG�
]RQH�FRPSDQ\�WR�WUDFN�DQG�UHFRQFLOH�HYHU\WKLQJ��LQFOXGLQJ�KLJK�YROXPH�
PDQXIDFWXULQJ�LQSXWV��HYHQ�WLQ\�LWHPV�OLNH�D�QXW��EROW��RU�VFUHZ���*$&�
VKRXOG�VWUHDPOLQH�DQG�VLPSOLI\�WKHVH�UHTXLUHPHQWV�WKURXJK�ULVN�
PDQDJHPHQW�DQG�PDQDJHPHQW�E\�DFFRXQW�SURFHGXUHV�IRU�WUXVWHG�HQWLWLHV�
VXFK�DV�FRPSDQLHV�ZLWK�DQ�³$$´�RU�³$´�VWDWXV�XQGHU�&KLQD¶V�HQWHUSULVH�
UDWLQJ�V\VWHP�
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9,,� $33(1',;� 86,72 ,1752'8&7,21
6LQFH�LWV�IRXQGLQJ�LQ�ODWH�������WKH�8�6��,QIRUPDWLRQ�7HFKQRORJ\�2IILFH��86,72��KDV�
EHFRPH�WKH�OHDGLQJ�SROLF\�FHQWHUHG�1*2�IRFXVHG�RQ�WKH�,&7�LQGXVWU\�LQ�&KLQD��86,72
DFWV�DV�WKH�MRLQW�RIILFH�LQ�&KLQD�RI�VHYHUDO�8�6��EDVHG�WUDGH�DVVRFLDWLRQV�UHSUHVHQWLQJ�
WKH�KLJK�WHFK�LQGXVWU\��LQFOXGLQJ�

x 7KH�&RPSXWLQJ�7HFKQRORJ\ ,QGXVWU\ $VVRFLDWLRQ��&RPS7,$�

x 7KH�,QIRUPDWLRQ�7HFKQRORJ\�,QGXVWU\�&RXQFLO��,7,�

x 7KH�6HPLFRQGXFWRU�,QGXVWU\�$VVRFLDWLRQ��6,$�

x %6$�_�7KH�6RIWZDUH�$OOLDQFH��%6$�

x 7KH�7HOHFRPPXQLFDWLRQV�,QGXVWU\�$VVRFLDWLRQ��7,$�

86,72�DOVR�DFFHSWV�FRUSRUDWH�PHPEHUVKLSV�IURP�WKRVH�8�6��FRPSDQLHV�LQ�WKH�
LQIRUPDWLRQ�WHFKQRORJLHV�LQGXVWU\�WKDW�VHHN�GLUHFW�UHSUHVHQWDWLRQ��&XUUHQWO\��86,72�KDV�
DERXW����FRUSRUDWH�PHPEHUV�

86,72�PRQLWRUV�DQG�H[SUHVVHV�VXSSRUW�IRU�OHJLVODWLRQ�FRQGXFLYH�WR�8�6��H[SRUWV�DQG�
LQYHVWPHQW�DQG�SURPRWHV�IXUWKHU�RSHQLQJ�RI�&KLQD¶V�WHOHFRPPXQLFDWLRQV�DQG�
LQIRUPDWLRQ�WHFKQRORJ\�PDUNHWV��7KH�RUJDQL]DWLRQ�UHVHDUFKHV LVVXHV�RI�FURVV�FXWWLQJ�
LQWHUHVW�WR�8�6��FRPSDQLHV�LQYROYHG�LQ�&KLQD¶V�WHOHFRPPXQLFDWLRQV�DQG�KLJK�WHFK�
VHFWRUV��86,72�DOVR�DVVLVWV�LWV�SDUHQW�RUJDQL]DWLRQV�ZLWK�WUDGH�VKRZV��GHOHJDWLRQV��
PHHWLQJV��DQG�RWKHU�&KLQD�UHODWHG HYHQWV�
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9,,,� */266$5<�

$, $UWLILFLDO�LQWHOOLJHQFH
&$& &\EHUVSDFH�$GPLQLVWUDWLRQ�RI�&KLQD
&$,&7 &KLQD�$FDGHP\�RI�,QIRUPDWLRQ�&RPPXQLFDWLRQV�7HFKQRORJ\
&&36 &\EHUVHFXULW\�&ODVVLILHG�3URWHFWLRQ�6FKHPH
&,, &ULWLFDO�LQIRUPDWLRQ�LQIUDVWUXFWXUH
&1&$ &HUWLILFDWLRQ�DQG�$FFUHGLWDWLRQ�$GPLQLVWUDWLRQ
&1,6 &KLQD�1DWLRQDO�,QVWLWXWH�RI�6WDQGDUGL]DWLRQ
&6,$ &KLQD�6HPLFRQGXFWRU�,QGXVWU\�$VVRFLDWLRQ
)', )RUHLJQ�GLUHFW�LQYHVWPHQW
*$06 :6& *RYHUQPHQW�$XWKRULWLHV�0HHWLQJ�RQ�6HPLFRQGXFWRUV
*$76 *HQHUDO�$JUHHPHQW�RQ�7UDGH�6HUYLFHV
*$77 *HQHUDO�$JUHHPHQW�RQ�7DULIIV�DQG�7UDGH
*3$� $JUHHPHQW�RQ�*RYHUQPHQW�3URFXUHPHQW
,& ,QWHJUDWHG�FLUFXLW
,&3 ,QWHUQHW�&RQWHQW�3URYLGHU
,&7 ,QIRUPDWLRQ�DQG�FRPPXQLFDWLRQV�WHFKQRORJ\
,((( ,QVWLWXWH�RI�(OHFWULFDO�DQG�(OHFWURQLFV�(QJLQHHUV
,(7) ,QWHUQHW�(QJLQHHULQJ�7DVN�)RUFH
,3 ,QWHOOHFWXDO�SURSHUW\
,7$ ,QIRUPDWLRQ�7HFKQRORJ\�$JUHHPHQW
,63 ,QWHUQHW�6HUYLFH�3URYLGHU
-&&7 -RLQW�&RPPLVVLRQ�RQ�&RPPHUFH�DQG�7UDGH
0(3 0LQLVWU\�RI�(QYLURQPHQWDO�3URWHFWLRQ
0(36 0LQLPXP�(QHUJ\�3HUIRUPDQFH�6WDQGDUGV
0&2 0XOWL�&RPSRXQG�6HPLFRQGXFWRU
0,,7 0LQLVWU\�RI�,QGXVWU\�,QIRUPDWLRQ�7HFKQRORJ\
0/36 0XOWL�/HYHO�3URWHFWLRQ�6FKHPH
02) 0LQLVWU\�RI�)LQDQFH
1'5& 1DWLRQDO�'HYHORSPHQW�DQG�5HIRUP�&RPPLVVLRQ
26&&$ 6WDWH�&RPPHUFLDO &U\SWRJUDSK\�$GPLQLVWUDWLRQ
3$( 3DWHQW�DVVHUWLRQ�HQWLW\
3%6 3XEOLF�6HFXULW\�%XUHDX
3/& 3URJUDPPDEOH�ORJLF�FRQWUROOHU
5	' 5HVHDUFK�DQG�GHYHORSPHQW
5R+6 5HVWULFWLRQ�RI�+D]DUGRXV�6XEVWDQFHV
6$,& 6WDWH�$GPLQLVWUDWLRQ�RI�,QGXVWU\�DQG�&RPPHUFH
6&/$2 /HJLVODWLYH�$IIDLUV�2IILFH�RI�WKH�6WDWH�&RXQFLO
6(3 6WDQGDUG�HVVHQWLDO�SDWHQW
6'2& 6HOI�GHFODUDWLRQ�RI�FRPSOLDQFH
6,5 6HUYLFH�,QYHQWLRQ�5HJXODWLRQV
6,32 6WDWH�,QWHOOHFWXDO�3URSHUW\�2IILFH
6)7= 6KDQJKDL�3LORW�)UHH�7UDGH�=RQH
62( 6WDWH�RZQHG�(QWHUSULVH
7%7 $JUHHPHQW�RQ�7HFKQLFDO�%DUULHUV�WR�7UDGH�



86,72 ± &KLQD¶V�:72�&RPSOLDQFH������8675�)LOLQJ ��
:HGQHVGD\�����6HSWHPEHU���

��

7&��� &KLQD�1DWLRQDO�,QIRUPDWLRQ�6HFXULW\�6WDQGDUGV�7HFKQLFDO�&RPPLWWHH
75,06 $JUHHPHQW�RQ�7UDGH�5HODWHG�,QYHVWPHQW�0HDVXUH
75,36 $JUHHPHQW�RQ�7UDGH�5HODWHG�$VSHFWV�RI�,QWHOOHFWXDO�3URSHUW\�5LJKWV
803 8WLOLW\�PRGHO�SDWHQW
9$6 9DOXH�DGGHG�VHUYLFHV
9$76 9DOXH�DGGHG�WHOHFRPV�VHUYLFHV�
:�& :RUOGZLGH�:HE�&RQVRUWLXP
:(( :DVWH�(OHFWULFDO�DQG�(OHFWURQLF�(TXLSPHQW
:6& :RUOG�6HPLFRQGXFWRU�&RXQFLO
:72 :RUOG�7UDGH�2UJDQL]DWLRQ


