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,��,QWURGXFWLRQ1DWLRQDO�FRPSHWLWLRQ�ODZV�DQG�SROLFLHV�KDYH�HPHUJHG�ZLWK�LQFUHDVLQJ�IUHTXHQF\�RYHU�WKH�ODVW�GHFDGH���$OWKRXJK�WKH\�XOWLPDWHO\�LQWHQG�WR�SURPRWH�HFRQRPLF�HIILFLHQF\�DQG�LQFUHDVH�VRFLDO�ZHOIDUH��WKHVH�FRPSOH[�SROLFLHV�KDYH�RIWHQ�EHHQ�DFFXVHG�RI�KDUPLQJ�WKRVH�QDWLRQDO��EXVLQHVV�DQG�FRQVXPHU�LQWHUHVWV�WKH\�DLP�WR�SURWHFW���)RU�WKLV�UHDVRQ��LW�LV�FUXFLDO�WKDW�D�FRXQWU\¶V�DGPLQLVWUDWRUV�ILUVW�GHYHORS�D�FOHDU�SROLF\�DQG�WKHQ�DFFUXH�D�VRSKLVWLFDWHG�XQGHUVWDQGLQJ�RI�KRZ�WR�DSSO\�LW�EHIRUH�XQOHDVKLQJ�LW�RQ�WKH�SXEOLF���%XW�ZKHUH�GRHV�RQH�VWDUW"7KLV�SDSHU�SURYLGHV�DQ�RYHUYLHZ�RI�WKH�UDWLRQDOH�DQG�MXVWLILFDWLRQ�IRU�KDYLQJ�D�FRPSHWLWLRQ�UHJLPH��DQG�WKHQ�GLVFXVVHV�KRZ�$XVWUDOLD�KDV�JRQH�DERXW�LPSOHPHQWLQJ�DQG�DGPLQLVWHULQJ�DQ�HIIHFWLYH�FRPSHWLWLRQ�UHJLPH���,W�ZLOO�HQGHDYRU�WR�GUDZ�RQ�VRPH�RI�WKH�OHVVRQV�OHDUQHG�LQ�$XVWUDOLD�WKDW�DUH�UHOHYDQW�IRU�DQ\�FRXQWU\�GHYHORSLQJ�LWV�RZQ FRPSHWLWLRQ�UHJLPH�DQG�WKHQ�KLJKOLJKW�VSHFLILF�OHVVRQV�IRU�GHYHORSLQJ�HFRQRPLHV���,W�LV�LPSRUWDQW�WR�NHHS�LQ�PLQG�WKDW�WKLV�VWXG\�LV�QRW�QHFHVVDULO\�DGYRFDWLQJ�WKH�$XVWUDOLDQ�PRGHO�DV�RQH�WKDW�ZRXOG�EH�PRVW�XQLYHUVDOO\�VXLWHG�WR�RWKHU�VLWXDWLRQV���,W�LV�YLWDO�WKDW�FRXQWULHV�GHYHORS�D�PRGHO�WKDW�PRVW�VXLWV�LWV�RZQ�QHHGV��ZKLFK�PD\�LQYROYH�WKH�FRPELQDWLRQ�RI�DVSHFWV�RI�D�QXPEHU�RI�GLIIHUHQW�PRGHOV���&RPSHWLWLRQ�SROLF\�LV�DQ�DUHD�ZKHUH��GXH�WR�WKH�GLYHUVLW\�RI�FRXQWULHV¶�VLWXDWLRQV��FRPSHWLWLRQ�UHJLPHV��OHJDO�WUDGLWLRQV�DQG�FXOWXUDO�FRQWH[WV��RQH�VL]H�FHUWDLQO\�GRHV�QRW�ILW�DOO�� :KDW�WKLV�SDSHU�ZLOO�WU\�WR�KLJKOLJKW�DUH�WKH�NH\�HOHPHQWV�DQG�HVVHQWLDO�FRQVLGHUDWLRQV�WKDW�PXVW�EH�WDNHQ�LQWR�DFFRXQW�LQ�WKH�GHYHORSPHQW�RI�DQ�HIIHFWLYH�UHJLPH�
,,��:K\�+DYH�D�&RPSHWLWLRQ�5HJLPH"
%DFNJURXQG8QGHU�QRUPDO�FLUFXPVWDQFHV��D�FRPSHWLWLYH�PDUNHW�VWUXFWXUH�ZLOO�DOORFDWH�UHVRXUFHV�LQ�VXFK�D�ZD\�DV�WR�SURGXFH�WKH�JRRGV�DQG�VHUYLFHV�WKDW�FRQVXPHUV�YDOXH�PRVW�KLJKO\�DQG�DUH�SUHSDUHG�WR�SD\�IRU��DQG�LW�ZLOO�GR�VR�DW�WKH�ORZHVW�SRVVLEOH�FRVW�LQ�WHUPV�RI�UHVRXUFH�XVH���7KXV��FRPSHWLWLRQ�SROLF\�LV�EDVHG�RQ�WKH�EHOLHI�WKDW�D�FRPSHWLWLYH�PDUNHW�ZLOO�UHVXOW�LQ�HFRQRPLF�HIILFLHQF\�DQG�LQFUHDVHG�VRFLDO�ZHOIDUH���+DYLQJ�D�VRXQG�FRPSHWLWLRQ�UHJLPH�ZLOO�DOVR�FUHDWH�HFRQRPLF�RSSRUWXQLWLHV IRU�LQGLYLGXDOV�WKDW�ZRXOG�QRW�RWKHUZLVH�DULVH�
� 5HSRUW��������RI�WKH�:72�:RUNLQJ�*URXS�RQ�WKH�,QWHUDFWLRQ�%HWZHHQ�7UDGH�DQG�&RPSHWLWLRQ�3ROLF\�WR�WKH�*HQHUDO�&RXQFLO�����1RYHPEHU�������:7�:*7&3����SDUD����
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,Q�PRVW�FRXQWULHV��XQUHVWULFWHG�FRPSHWLWLRQ�LV�QRW�D�JRDO�LQ�LWVHOI���&RPSHWLWLRQ�JHQHUDOO\�GULYHV�HFRQRPLF�HIILFLHQF\��WKH�HIIHFWLYH�DOORFDWLRQ�RI�UHVRXUFHV�DQG�XOWLPDWHO\�HFRQRPLF�JURZWK��ZKLFK�LQ�UHWXUQ�ZLOO�EHQHILW�DOO�SDUWLFLSDQWV�LQ�WKH�HFRQRPLF�SURFHVV���+RZHYHU��WKH�DLP�RI�FRPSHWLWLRQ�SROLF\�LV�QRW�H[FOXVLYHO\�UHODWHG�WR�HIILFLHQF\���&RPSHWLWLRQ�SROLF\�PD\�HQFRPSDVV�D�EURDGHU�VHW�RI�SROLF\�REMHFWLYHV�LQFOXGLQJ�FRQVXPHU�ZHOIDUH��PRUH�HTXLWDEOH�LQFRPH�GLVWULEXWLRQ�DQG�HQFRXUDJHPHQW�RI�VPDOO�EXVLQHVV�,GHDOO\��FRPSHWLWLRQ�SROLF\�ZRXOG�EH�QRQ�LQWHUYHQWLRQLVW�DQG�QRQ�UHJXODWRU\���,W�ZRXOG�OHDYH�PDUNHW�IRUFHV�WR�RSHUDWH���,Q�SUDFWLFH��KRZHYHU��WKLV�LV�MXVW�QRW�SRVVLEOH���1RW�DOO�PDUNHWV�DUH�FRPSHWLWLYH�DQG�HYHQ�WKRVH�WKDW�DUH�FRPSHWLWLYH�LQLWLDOO\�PD\�FKDQJH�RYHU�WLPH�DV�D�UHVXOW�RI�PDUNHW�FRQGXFW�RU�RWKHU�IDFWRUV�,W�IROORZV�WKHQ�WKDW�WKHUH�LV�FRQFHUQ�DPRQJVW�SROLF\�PDNHUV�DERXW�FRQGXFW�WKDW�UHVXOWV�LQ�DQ�LQFUHDVH�LQ�PDUNHW�SRZHU��RU�FRQYHUVHO\��WKDW�UHVXOWV LQ�D�VXEVWDQWLDO�OHVVHQLQJ�RI�FRPSHWLWLRQ���0DUNHW�SRZHU�PD\�EH�GHILQHG�DV�WKH�DELOLW\�WR�³JLYH�OHVV�DQG�FKDUJH�PRUH´���,W�UHIHUV�WR�D�VLWXDWLRQ�ZKHUH�D�ILUP��RU�JURXS�RI�ILUPV�DFWLQJ�MRLQWO\��KDV�GLVFUHWLRQ�LQ�LWV�GHFLVLRQ�PDNLQJ�EHFDXVH�LW�LV�IUHH�IURP�FRQVWUDLQWV�LPSRVHG�E\�FRPSHWLWLRQ���7KH�W\SH�RI�FRQGXFW�WKDW�PD\�EH�RI�FRQFHUQ�IRU�WKLV�UHDVRQ�FDQ�EH�FDWHJRUL]HG�DV�
x +RUL]RQWDO�DUUDQJHPHQWV EHWZHHQ�FRPSHWLWRUV��ZKLFK�PD\�UHVXOW�LQ�ER\FRWWV��PDUNHW�VKDULQJ�RU�SULFH�IL[LQJ�x 0LVXVH�RI�PDUNHW�SRZHU ZKHUH ILUPV�DOUHDG\�KDYH�VLJQLILFDQW�PDUNHW�SRZHU���PRVW�JRYHUQPHQWV�ZRXOG�QRW�VHHN�WR�PDNH�VXFK�SRZHU�LOOHJDO��UDWKHU�WKH\�ZRXOG�VHHN�WR�FXUE�LWV�DEXVH��x 9HUWLFDO�UHVWUDLQWV��VXFK�DV�UHVDOH�SULFH�PDLQWHQDQFH�DQG�H[FOXVLYH�GHDOLQJ�± ZKLOVW�UHFRJQL]LQJ�WKDW�WKHVH�PD\��LQ�VRPH�FLUFXPVWDQFHV��DSSHDU�WR�EH�HIILFLHQF\�HQKDQFLQJ��XVXDOO\�WKHUH�DUH�RWKHU�ZD\V�RI�DFKLHYLQJ�WKH�VDPH�UHVXOWV�ZLWKRXW�D�UHGXFWLRQ�LQ�FRPSHWLWLRQ���DQGx 0HUJHUV�DQG�DFTXLVLWLRQV ± WKHVH�DUH�GLIIHUHQW�LQ�WKDW�WKH\�DUH�WKH�RQO\�FRQGXFW�WKDW�KDV�WKH�SRWHQWLDO�WR�GLUHFWO\�DOWHU�PDUNHW�VWUXFWXUH��DOWKRXJK�RWKHU�FRQGXFW�PD\�FKDQJH�VWUXFWXUH�LQGLUHFWO\��
7KHUH�LV�DOVR�RQH�RWKHU�ODUJH�DUHD�RI�FRQFHUQ�LQ�WKDW�JRYHUQPHQWV�RIWHQ�PDNH�GHFLVLRQV�DQG�HQDFW�ODZV�WKDW�UHVWULFW�FRPSHWLWLRQ���$�FRPSUHKHQVLYH�FRPSHWLWLRQ�SROLF\��DV�GLVFXVVHG�LQ�6HFWLRQ�,,,�RI�WKLV�SDSHU��LV�QHHGHG�WR�FRYHU�DOO�JRYHUQPHQW�DFWLRQV�WKDW�KDYH�WKH�SRWHQWLDO�WR�KLQGHU�FRPSHWLWLRQ�
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2EMHFWLYHV,Q�$XVWUDOLD��WKH�GHILQLWLYH�VWDWHPHQW�RQ�ZK\�FRXQWULHV�QHHG�D�YLJRURXV�FRPSHWLWLRQ�SROLF\�ZDV�SURYLGHG�E\�WKH�7UDGH�3UDFWLFHV�7ULEXQDO��QRZ�NQRZQ�DV�WKH�$XVWUDOLDQ�&RPSHWLWLRQ�7ULEXQDO��LQ�LWV�MXGJPHQW�RQ�WKH�4&0$�FDVH�LQ�������ZKLFK�KDV�VXEVHTXHQWO\�EHHQ�DGRSWHG�E\�DOO�$XVWUDOLDQ�FRXUWV�
&RPSHWLWLRQ�PD\�EH�YDOXHG�IRU�PDQ\�UHDVRQV�DV�VHUYLQJ�HFRQRPL F��VRFLDO�DQG�SROLWLFDO�JRDOV���%XW�LGHQWLI\LQJ�WKH�H[LVWHQFH�RI�FRPSHWLWLRQ�LQ�SDUWLFXODU�LQGXVWULHV�RU�PDUNHWV��ZH�PXVW�IRFXV�XSRQ�LWV�HFRQRPLF�UROH�DV�D�GHYLFH�IRU�FRQWUROOLQJ�WKH�GLVSRVLWLRQ�RI�VRFLHW\¶V�UHVRXUFHV«�7KHUH�LV�RI�FRXUVH�D�FUHDWLYH�UROH�IRU�ILUPV�LQ�GHYLVLQJ�WKH�QHZ�SURGXFW��WKH�QHZ�WHFKQRORJ\��WKH�PRUH�HIIHFWLYH�VHUYLFH�RU�LPSURYHG�FRVW�HIILFLHQF\���$QG�WKHUH�DUH�RSSRUWXQLWLHV�DQG�UHZDUGV�DV�ZHOO�DV�SXQLVKPHQWV���&RPSHWLWLRQ�LV�D�G\QDPLF�SURFHVV��EXW�WKDW�SURFHVV�LV�JHQHUDWHG�E\�PDUNHW�SUH VVXUH�IURP�DOWHUQDWLYH�VRXUFHV�RI�VXSSO\�DQG�WKH�GHVLUH�WR NHHS�DKHDG��,Q�RWKHU�ZRUGV��D�FRPSHWLWLYH�PDUNHW�QHYHU�VWDQGV�VWLOO���,I�WKH�FRPSHWLWLYH�SURFHVV�LV�ZRUNLQJ�SURSHUO\��WKHUH�ZLOO�EH�D�FRQVWDQW�TXHVW�IRU�VWDWLF�DQG�G\QDPLF�HIILFLHQF\���(IILFLHQW�SURGXFWLRQ�DQG�FRQVXPSWLRQ�GHFLVLRQV�ZLOO�EH�PDGH���&RPSHWLWLYH�PDUNHWV�DUH�FRQVWDQWO\�DGMXVWLQJ�WR�WKH�HEE�DQG�IORZ�RI�LQIRUPDWLRQ�DQG�LQQRYDWLRQ��WR�FKDQJHV�LQ�JRYHUQPHQW�SROLF\��WR�HQWU\�DQG�H[LW�FRQGLWLRQV��WR�HDFK�ILUP�PDNLQJ�LWV�RZQ�GHFLVLRQV�LQGHSHQGHQWO\��IUHH�IURP�FRHUFLRQ�RU�SUHGDWLRQ��EXW�LQ�WKH�IDFH�RI�LQWHUDFWLYH�ULYDOU\�LQ�WKH�OLJKW�RI�DYDLODEOH�OHYHOV�RI�LQIRUPDWLRQ�RQ�FRQVXPHU�GHPDQG�DQG�WKH�DYDLODELOLW\�RI�UHVRXUFHV�7KH�RSHUDWLRQ�RI�WKH�FRPSHWLWLYH�SURFHVV�LV�UDWKHU�OLNH�VXUYLYDO�RI�WKH�ILWWHVW�± H[FHSW�WKDW�ZH�QHHG�WR�HQVXUH�WKDW�WKRVH�ILUPV�WKDW�GR�VXUYLYH�DUH�ILW�WR�VXUYLYH�LQ�WKH�EURDGHVW�VRFLDO�VHQVH�RI�EHLQJ�JRRG�VRFLDO�FLWL]HQV���$OO�ILUPV�VKRXOG�KDYH�DQ�HTXDO�RSSRUWXQLW\�WR�VXFFHHG�LQ�D�PDUNHW�± EXW�QR�ILUP�VKRXOG�EH�JXDUDQWHHG�VXFFHVV��RU�HYHQ�DQ�HTXDOLW\�RI�RXWFRPHV���XQOHVV�LW�LV�FRQVLVWHQWO\�HIILFLHQW��LQQRYDWLYH�DQG�UHVSRQVLYH�WR�FRQVXPHU�GHPDQGV���7KLV�ZDV�UHFRJQL]HG�E\�WKH�+LJK�&RXUW�RI�$XVWUDOLD�LQ�LWV�IDPRXV 4XHHQVODQG�:LUH�,QGXVWULHV MXGJPHQW��ZKHUH�0DVRQ�&-�DQG�:LOVRQ�-�VWDWHG�
&RPSHWLWLRQ�E\�LWV�YHU\�QDWXUH�LV�GHOLEHUDWH�DQG�UXWKOHVV���&RPSHWLWRUV�MRFNH\�IRU�VDOHV��WKH�PRUH�HIIHFWLYH�FRPSHWLWRUV�LQMXULQJ�WKH�OHVV�HIIHFWLYH�E\�WDNLQJ�VDOHV�DZD\���&RPSHWLWRUV�DOPRVW�DOZD\V�WU\�WR�³LQMXUH´�HDFK�RWKHU�LQ�WKLV�ZD\���7KLV�FRPSHW LWLRQ�KDV�QHYHU�EHHQ�D�WRUW«�DQG�WKHVH�LQMXULHV�DUH�WKH�LQHYLWDEOH�FRQVHTXHQFH�RI�WKH�FRPSHWLWLRQ�6HF������ LV�GHVLJQHG�WR�IRVWHU��

� 5H�4&0$�DQG�'HILDQFH�+ROGLQJV��������$735�������DW�S��������� :KLFK�SURKLELWV�WKH�PLVXVH�RI�PDUNHW�SRZHU�LQ�$XVWUDOLD�� 4XHHQVODQG�:LUH�,QGXVWULHV�3W\��/WG��Y��7KH�%URNHQ�+LOO�3URSULHWDU\�&RPSDQ\�/LPLWHG�DQG�$QRU��������$735���������DW�S���������
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$XVWUDOLDQ�JRYHUQPHQW�SROLF\�UHFRJQL]HV�WKDW�FRPSHWLWLRQ�FDQ�SURYLGH�PDQ\�EHQHILWV�IRU�DOO�$XVWUDOLDQV���7R�PD[LPL]H�WKH�SURGXFWLYH�SRWHQWLDO�RI�$XVWUDOLD��JRYHUQPHQWV�LQ�UHFHQW�\HDUV�KDYH�ODXQFKHG�QXPHURXV�SURJUDPV�WR�SURPRWH�WKH�FRPSHWLWLYHQHVV�RI�$XVWUDOLDQ�PDUNHWV���,Q�SDUWLFXODU��WKLV�KDV�LQFOXGHG�UHIRUPLQJ�DQG�UHFRQVLGHULQJ�DQ\�UHPDLQLQJ�LQGXVWU\�SURWHFWLRQ��IURP�ZKDWHYHU VRXUFH��DQG�HQVXULQJ�WKDW�EXVLQHVVHV�GR�QRW�DFW�LQ�DQ�DQWL�FRPSHWLWLYH�PDQQHU��RU�DUH�DW�OHDVW�VXLWDEO\�SXQLVKHG�IRU�WKHLU�ZURQJGRLQJV�,Q�IDFW��WKHUH�KDV�QHYHU�EHHQ�JUHDWHU�UHFRJQLWLRQ�WKDQ�DW�SUHVHQW�RI�WKH�QHHG�IRU�DQ�HIIHFWLYH�FRPSHWLWLRQ�SROLF\�LQ�$XVWUDOLD���)HGHUDO�DQG�6WDWH�*RYHUQPHQWV��WKH�EXVLQHVV�VHFWRU��XQLRQV��UHVRXUFH�RZQHUV��FRPPXQLW\�JURXSV�DQG�WKH�$XVWUDOLDQ�SXEOLF�JHQHUDOO\�UHJDUG�FRPSHWLWLRQ�LQ�PDUNHWV�IRU�JRRGV�DQG�VHUYLFHV�DV�D�SUHUHTXLVLWH�IRU�ERWK�VWDWLF�DQG�G\QDPLF�HFRQRPLF�HIILFLHQF\���)XUWKHUPRUH��WKH\�DFNQRZOHGJH�WKDW�PDUNHWV�OHIW�RQ�WKHLU�RZQ�FDQ�RIWHQ�DFKLHYH�FRPSHWLWLYH�RXWFRPHV��EXW�QHYHUWKHOHVV�DFFHSW�WKDW�LQ�PDQ\�FDVHV�FRPSHWLWLRQ�SROLFLHV�QHHG�WR�EH�DFWLYHO\�HQIRUFHG���7KURXJK�ILUVW�KDQG�H[SHULHQFH��WKH\�KDYH�FROOHFWLYHO\�UHFRJQL]HG�WKH�EURDG�FRQVWLWXHQF\�VHUYHG�E\�FRPSHWLWLRQ�SROLF\��DQG�DFFHSW�WKDW��LQ�PDQ\�VLWXDWLRQV��FRPSHWLWLRQ�FDQ�EH�EHVW�DFKLHYHG�E\�JRYHUQPHQW�ZLWKGUDZDO�IURP�PDUNHWV��IRU�H[DPSOH�E\�GHUHJXODWLRQ��SULYDWL]DWLRQ��DEROLVKLQJ�OLFHQVLQJ�DQG�VR�RQ�,W�LV�ZRUWK�QRWLQJ�WKDW�WKH�EXVLQHVV�FRPPXQLW\�LV�D�PDMRU�EHQHILFLDU\�RI�FRPSHWLWLRQ�SROLF\���$OO�ILUPV�KDYH�D�PDMRU�LQWHUHVW�LQ�HQVXULQJ�WKDW�WKHLU�LQSXWV�DUH�VXSSOLHG�FRPSHWLWLYHO\��WKDW�WKHLU�RXWSXW�LV�VROG�WR�D�FRPSHWLWLYH�EX\LQJ�PDUNHW��DQG�WKDW�WKHLU�OHVV�VFUXSXORXV�FRPSHWLWRUV�GR�QRW�HQJDJH�LQ�SUHGDWRU\�SULFLQJ�RU�RWKHU�PLVXVHV�RI�PDUNHW�SRZHU��RU�LQ�GHFHSWLYH�RU�PLVOHDGLQJ�FRQGXFW�DW�WKHLU�H[SHQVH���$�UHJLPH�WR�SURPRWH�IUHH�DQG�IDLU�FRPSHWLWLRQ�ZLWKLQ�DQ�HFRQRP\�VKRXOG�DGGUHVV�DQG�SURYLGH�UHPHGLHV�IRU�WKHVH PDUNHW�IDLOXUH�LVVXHV�$�FULWLFDO�SDUW�RI�DQ\�UHJLPH�LV�LWV�HQIRUFHPHQW�PHFKDQLVP���6XFK�PHFKDQLVPV�QHHG�WR�EH�WUDQVSDUHQW��DYDLODEOH�WR�HYHU\RQH�DQG�ELQGLQJ�IRU�HYHU\RQH���7KH�PHFKDQLVP�PD\�LQYROYH�D�SXEOLFO\�IXQGHG�HQIRUFHPHQW�DJHQF\��UHFRJQL]LQJ�WKH�HFRQRPLF�EHQHILW�DQG�LQFUHDVHG�VRFLDO�ZHOIDUH�RXWFRPHV�WR�WKH�HFRQRP\�DV�D�ZKROH���SULYDWH�ULJKWV�RI�DFWLRQ�LQ�WKH�FRXUWV�RU�D�FRPELQDWLRQ�RI�ERWK���
7UDGH�DQG�&RPSHWLWLRQ�/LQNDJHV7UDGH�SROLF\�DQG�FRPSHWLWLRQ�SROLF\�ERWK�KDYH�WKH�VDPH�IXQGDPHQWDO�REMHFWLYH�RI�HQKDQFLQJ�FRQVXPHU�ZHOIDUH�WKURXJK�PRUH�HIILFLHQW�DOORFDWLRQ�RI�UHVRXUFHV��ZKHWKHU�LW�EH�E\�ORZHULQJ�JRYHUQPHQWDO�EDUULHUV�WR�WUDGH�RU�WKURXJK�SURPRWLQJ�FRPSHWLWLRQ�
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7KH�EHQHILWV�WR�EH�DFKLHYHG�YLD�JOREDOL]DWLRQ�DQG�HQKDQFHG�LQWHUQDWLRQDO�WUDGH�FDQ�EH�XQGHUPLQHG�E\�DQWL�FRPSHWLWLYH�EHKDYLRU��VXFK�DV�FDUWHOV�DQG�DQWL�FRPSHWLWLYH�PHUJHUV��RFFXUULQJ�RQ�DQ�LQWHUQDWLRQDO�VFDOH���7KLV�FDQ�DQG�GRHV�FUHDWH�VLWXDWLRQV�ZKHUH�D�QDWLRQDO�JRYHUQPHQW�KDV�GLIILFXOWLHV�LQ�GHDOLQJ�ZLWK�DQWL�FRPSHWLWLYH�EHKDYLRU�WDNLQJ�SODFH�LQ�RWKHU�FRXQWULHV�WKDW�DIIHFW�LWV�HFRQRP\���,W�LV�LPSRUWDQW�IRU�D�FRXQWU\�WR�KDYH�ERWK�D�VWURQJ�DQG�ZHOO�HQIRUFHG�GRPHVWLF�FRPSHWLWLRQ�UHJLPH�DQG�IRU�WKHUH�WR�EH�FRRSHUDWLRQ�ZLWK�RWKHU�JRYHUQPHQWV�LQ�RUGHU�WR�DFKLHYH�HIIHFWLYH�RXWFRPHV�DW�WKLV�JOREDO�OHYHO�,Q�VRPH�FRXQWULHV��DFWLRQV�DJDLQVW�DQWL�FRPSHWLWLYH�SUDFWLFHV�FDQ�EH�OHVV�ULJRURXV�WKDQ�RWKHUV�DQG�UHVXOW�LQ�GLVWRUWLRQV���,Q�DGGLWLRQ��DQWL�FRPSHWLWLYH�SUDFWLFHV�WROHUDWHG�LQ�RQH�FRXQWU\�PD\�UHVXOW�LQ�UHGXFHG�DFFHVV�RSSRUWXQLWLHV�WR�WKH�PDUNHW��HYHQ�WKRXJK�IRUHLJQ�ILUPV�FRXOG�SURYLGH�DGGLWLRQDO�FRPSHWLWLRQ�WKDW�ZRXOG�EH�EHQHILFLDO�WR�WKH�FRQVXPHUV�RI�WKDW�FRXQWU\���'HYHORSLQJ�FRXQWULHV�LQ�SDUWLFXODU�KDYH�DQ�LQWHUHVW�LQ�HQVXULQJ�HIIHFWLYH�FRQWUROV�RQ�DQWL�FRPSHWLWLYH�EHKDYLRU���,Q�WKH�DEVHQFH�RI�DSSURSULDWH�GRPHVWLF�UXOHV��WKHVH�FRXQWULHV�PD\�EH�DW�ULVN�RI�EHLQJ�VXEMHFW�WR�H[WUDWHUULWRULDO�DSSOLFDWLRQ�RI�RWKHU�FRXQWULHV¶�FRPSHWLWLRQ�ODZV��RU�EHLQJ�H[SRVHG�WR�DQWL�FRPSHWLWLYH�FRQGXFW�E\�IRUHLJQ�ILUPV�
%HQHILWV�RI�+DYLQJ�D�&RPSUHKHQVLYH�&RPSHWLWLRQ�5HJLPH7KH�JHQHUDO�DLP�RI�KDYLQJ�DQ�HIIHFWLYH�GRPHVWLF�FRPSHWLWLRQ�UHJLPH��VXFK�DV�WKH�7UDGH�3UDFWLFHV�$FW����� �73$��LQ�$XVWUDOLD��LV�WR�SURPRWH�IUHH�DQG�IDLU�FRPSHWLWLRQ��ZKHUH�WKLV�LV�LQ�WKH�SXEOLF�LQWHUHVW��DQG�WKHUHIRUH�± DV�DOUHDG\�RXWOLQHG�± LQFUHDVH�HIILFLHQF\�DQG�SURGXFWLYLW\�LQ�WKH�HFRQRP\�DQG�SURPRWH�HQKDQFHG�FRQVXPHU�ZHOIDUH�7KH�EHQHILWV�RI�LQFUHDVHG�FRPSHWLWLRQ�H[WHQG�WR�DOO�SDUWLFLSDQWV�LQ�WKH�HFRQRP\��

x WR�FRQVXPHUV�± WKURXJK�ORZHU�SULFHV��PRUH�SURGXFW�FKRLFH�DQG�EHWWHU�VHUYLFH��x WR�EXVLQHVVHV ± WKURXJK�FKHDSHU�LQSXWV��EHWWHU�VHUYLFH�IURP�LQSXW�VXSSOLHUV��JUHDWHU�FKRLFH�RI�VXSSOLHUV�DQG�DFFHVV�WR�LPSURYHG�WHFKQRORJ\��DOO�RI�ZKLFK�OHDG�WR�JUHDWHU�FRPSHWLWLYHQHVV�ERWK�LQ�LWV�GRPHVWLF�PDUNHW�DQG�LQWHUQDWLRQDOO\��D�EXVLQHVV�QRW�H[SRVHG�WR�LQWHUQDWLRQDO�FRPSHWLWLRQ�LV��OHVV�OLNHO\�WR�EH�LQQRYDWLYH�DQG�LQWHUQDWLRQDOO\�FRPSHWLWLYH���x WR�JRYHUQPHQWV�± WKURXJK�LQFUHDVHG�UHYHQXH�IURP�H[SDQGLQJ�WKH�HFRQRP\��ORZHU�H[SHQGLWXUH�DQG�LPSURYHPHQWV�LQ�JRYHUQPHQW�VHUYLFHV��DQG�x WR�WKH�HFRQRP\�DV�D�ZKROH�± WKURXJK�ORZHU�LQIODWLRQ��LQFUHDVHG�JURZWK��LPSURYHG�LQWHUQDWLRQDO�FRPSHWLWLYHQHVV��JUHDWHU�LQYHVWPHQW��D�JUHDWHU�FKRLFH�RI�MREV�DQG�HQKDQFHG�HPSOR\PHQW�RSSRUWXQLWLHV��DQG�LPSURYHG�VWDQGDUGV�RI�OLYLQJ�7KH�SXUSRVH�RI�D�FRPSHWLWLRQ�UHJLPH�LV�WR�HQVXUH�WKDW�IUHH�PDUNHWV ZRUN���2YHUDOO��WKLV�UHTXLUHV�FRPSHWLWLRQ�DPRQJ�SURGXFHUV�DQG�DFFXUDWH�LQIRUPDWLRQ�LQ�WKH�KDQGV�RI�FRQVXPHUV���
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&RPSHWLWLRQ�EHWZHHQ�SURGXFHUV�VHOOLQJ�WR�LQIRUPHG�FRQVXPHUV�ZLOO�OHDG�WR�WKH�EHVW�SULFHV�DQG�WKH�EHVW�TXDOLW\��RU�SHUKDSV�WKH�EHVW�YDOXH��EHLQJ�D�FRPELQDWLRQ�RI�TXDOLW\�DQG�SULFH����&RPSHWLWLRQ�VSXUV�HIILFLHQF\�DQG�LQQRYDWLRQ���,W�JLYHV�ILUPV�WKH�PRWLYDWLRQ�WR�VWULYH�WR�ORZHU�FRVWV��ORZHU�SULFHV��LQFUHDVH�TXDOLW\�DQG�SURYLGH�EHWWHU�EDFN�XS�VHUYLFHV���,W�GULYHV�SURGXFHUV�WR�SURGXFH�ZKDW�FRQVXPHUV�ZDQW�&RPSHWLWLRQ�LV�DERXW�HQVXULQJ�WKDW�QR�SURGXFHU�FDQ�HYHU�WDNH�LWV�FXVWRPHUV�IRU�JUDQWHG���,W�LV�DERXW�HQVXULQJ�WKDW�SURGXFHUV�DUH�DOZD\V�ORRNLQJ�IRU�EHWWHU�ZD\V�RI�GRLQJ�EXVLQHVV�+RZHYHU��HIIHFWLYH�FRPSHWLWLRQ�DOZD\V�PDNHV�SURGXFHUV�IHHO�XQFRPIRUWDEOH���3URGXFHUV�FDQ�QHYHU�VLW�EDFN�DQG�DGPLUH�WKHLU�DFKLHYHPHQWV�LQ�D�FRPSHWLWLYH�PDUNHW�EHFDXVH�WKH\�DOZD\V�IHDU�EHLQJ�RYHUUXQ�E\�WKH�RSSRVLWLRQ�LI�WKH\�VWRS�VWULYLQJ�WR�GR�WKLQJV�EHWWHU���7KLV�SURYLGHV�D�SRZHUIXO�LQFHQWLYH�IRU�SURGXFHUV�WR�VHHN�ZD\V�RI�VWRSSLQJ�WKH�FRPSHWLWLYH�SURFHVV���&RPSHWLWLRQ�ODZV�DUH�UHTXLUHG�WR�FRXQWHU�WKDW�LQFHQWLYH�E\�SURYLGLQJ�D�VWURQJ�GLVLQFHQWLYH�WR�DQWL�FRPSHWLWLYH�FRQGXFW�7KH�GHYHORSPHQW�RI�DQ�HIIHFWLYH�FRPSHWLWLRQ�UHJLPH�LV�DOVR�D�NH\�HOHPHQW�LQ�DFKLHYLQJ�JRRG�JRYHUQDQFH�DQG FUHDWLQJ�JUHDWHU�ILQDQFLDO�VWDELOLW\�
([HPSWLRQV$�FRPSHWLWLRQ�UHJLPH�QHHGV�WR�RSHUDWH�LQ�FRQMXQFWLRQ�ZLWK�RWKHU�JRYHUQPHQW�SROLFLHV���,QHYLWDEO\��FRQIOLFW�EHWZHHQ�SROLFLHV�ZLOO�DULVH�DQG�LW�ZLOO�WKHUHIRUH�EH�QHFHVVDU\�WR�GHWHUPLQH�SULRULWLHV�EDVHG�RQ�DQ�DVVHVVPHQW�RI�QDWLRQDO�LQWHUHVWV���)RU�WKLV�UHDVRQ��D�PHFKDQLVP�WR�SURYLGH�IRU�H[FHSWLRQV�IURP�WKH�JHQHUDO�DSSOLFDWLRQ�RI�D�FRPSHWLWLRQ�UHJLPH�QHHGV�WR�H[LVW�+RZHYHU��IRU�DQ\�FRPSHWLWLRQ�UHJLPH�WR�EH�HIIHFWLYH��LW�LV�LPSHUDWLYH�WKDW�VHFWRUDO�H[HPSWLRQV�RU H[FOXVLRQV�IURP�WKH�ODZ�EH�NHSW�WR�DQ�DEVROXWH�PLQLPXP���(YHQ�ZKHUH�WKHVH�DUH�FRQVLGHUHG�QHFHVVDU\�XQGHU�FXUUHQW�FLUFXPVWDQFHV��PHFKDQLVPV�DQG�WLPHWDEOHV�PXVW�EH�LPSOHPHQWHG�IURP�WKH�RXWVHW�IRU�WKH�SKDVLQJ�RXW�RI�VXFK�H[HPSWLRQV�RYHU�VHW�WLPH�SHULRGV�
,Q $XVWUDOLD��H[HPSWLRQV�IURP�WKH�FRPSHWLWLRQ�ODZ�PD\�EH�PDGH�E\�OHJLVODWLYH�RU�DGPLQLVWUDWLYH�H[HPSWLRQV���/HJLVODWLYH�H[HPSWLRQV�DUH�RQO\�SHUPLWWHG�ZKHUH�LW�FDQ�EH�GHPRQVWUDWHG�WKDW�³WKH�EHQHILWV�RI�WKH�UHVWULFWLRQ�WR�WKH�FRPPXQLW\�DV�D�ZKROH�RXWZHLJK�WKH�FRVWV��DQG�WKH�REMHFWLYHV�RI�WKH�OHJLVODWLRQ�FDQ�RQO\�EH�DFKLHYHG�E\�UHVWULFWLQJ�FRPSHWLWLRQ�´�$GPLQLVWUDWLYH�H[HPSWLRQV DUH�HQDFWHG�ZKHQ�WKH�73$�DOORZV�WKH�$&&&�WR�µDXWKRUL]H¶�

� &RPSHWLWLRQ�3ULQFLSOHV�$JUHHPHQW���$JUHHG�EHWZHHQ�WKH�&RPPRQZHDOWK��6WDWH�DQG�7HUULWRU\�*RYHUQPHQWV�RI�$XVWUDOLD�RQ����)HEUXDU\�������V�������
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SURVFULEHG�FRQGXFW��RWKHU�WKDQ�PLVXVH�RI�PDUNHW�SRZHU��RQ�D�FDVH�E\�FDVH�EDVLV��ZKHUH�WKH�SXEOLF�EHQHILWV�RI�VXFK�FRQGXFW�RXWZHLJK�WKH�DVVRFLDWHG�DQWL�FRPSHWLWLYH�GHWULPHQW���3DUWLHV�JDLQLQJ�DXWKRUL]DWLRQ�DUH�JUDQWHG�LPPXQLW\�IURP�OHJDO�SURFHHGLQJV�XQGHU�WKH�73$�LQ�UHODWLRQ�WR�WKH�DXWKRUL]HG�FRQGXFW�,W�LV�LPSRUWDQW��KRZHYHU��WR�SRLQW�RXW�WKDW�WKHUH�DUH�UHODWLYHO\�IHZ�H[HPSWLRQV�IURP�WKH�FRPSHWLWLRQ�ODZ�LQ�$XVWUDOLD��DQG�PDQ\�RI�WKHVH�H[HPSWLRQV�UHODWH�WR�LQGXVWULHV�LQ�WUDQVLWLRQ��PRYLQJ�IURP�D�KHDYLO\�UHJXODWHG�HQYLURQPHQW�WR�RQH�WKDW�LV�ODUJHO\�GHUHJXODWHG�
,,,��(OHPHQWV�RI�D�&RPSUHKHQVLYH�&RPSHWLWLRQ�3ROLF\�
$�FRPSUHKHQVLYH�FRPSHWLWLRQ�SROLF\��&&3��LQFOXGHV�DOO�JRYHUQPHQW�SROLFLHV�WKDW�DIIHFW�WKH�VWDWH�RI�FRPSHWLWLRQ�LQ�DQ\�JLYHQ�VHFWRU�RI�WKH�HFRQRP\��LQFOXGLQJ�WKRVH�WKDW�UHVWULFW�DV�ZHOO�DV�SURPRWH�FRPSHWLWLRQ���$�&&3�ZLOO�LQFOXGH�WUDGLWLRQDO�DQWLWUXVW�ODZ��FRPSHWLWLRQ�ODZ��WUDGH�SUDFWLFHV�ODZ��EXW�H[WHQGV�EH\RQG�LW�
7KH�6WUXFWXUH¤&RQGXFW¤3HUIRUPDQFH�3DUDGLJP7KH�WUDGLWLRQDO�VWUXFWXUH�FRQGXFW�SHUIRUPDQFH�SDUDGLJP��6&3�SDUDGLJP��LV�UHOHYDQW�WR�XQGHUVWDQGLQJ�FRPSHWLWLRQ�6WUXFWXUH�FRQVLVWV�RI�WKH�UHODWLYHO\�VWDEOH�IHDWXUHV�RI�WKH�PDUNHW�HQYLURQPHQW�WKDW�LQIOXHQFH�WKH�ULYDOU\�EHWZHHQ�WKH�EX\HUV�DQG�VHOOHUV�RSHUDWLQJ�ZLWKLQ�LW��7KH�VWUXFWXUDO�IHDWXUHV�RI�WKH�PDUNHW�LQFOXGH��WHFKQLFDO�DQG�HFRQRPLF�FKDUDFWHULVWLFV��H�J��FDSLWDO�LQWHQVLW\��GHPDQG�FRQGLWLRQV��SURGXFW�VXEVWLWXWHV��HQWU\�FRQGLWLRQV��LQFOXGLQJ�HQWU\�UHVWULFWLRQV�LPSRVHG�E\�JRYHUQPHQW���WKH�QXPEHU��VL]H�DQG�GLVWULEXWLRQ�RI�LQGXVWU\�SDUWLFLSDQWV��LPSRUWV��DQG�RWKHU�IDFWRUV�VXFK�DV�YHUWLFDO�LQWHJUDWLRQ��SURGXFW�GLIIHUHQWLDWLRQ��HWF�7KH�&RQGXFW��RU�EHKDYLRU��RI�PDUNHW�SDUWLFLSDQWV�LQFOXGHV��WKH�SURGXFWLRQ��VHOOLQJ�DQG�SULFLQJ�SROLFLHV�RI�ILUPV��LQIRUPDWLRQ�SURYLVLRQ�WR�WKH�PDUNHW��H�J��DGYHUWLVLQJ���DQG�DUUDQJHPHQWV�EHWZHHQ�ILUPV�VXFK�DV�FDUWHOV�DQG�YHUWLFDO�UHVWUDLQWV�7KH�3HUIRUPDQFH�RI�DQ�LQGXVWU\�UHODWHV�WR�LWV�HIILFLHQF\�DQG�WHFKQLFDO�SURJUHVVLYHQHVV�$�FRPSUHKHQVLYH�FRPSHWLWLRQ�SROLF\�LV�FRQFHUQHG�ZLWK�DOO�VWUXFWXUH�DQG�FRQGXFW�YDULDEOHV���7KH�VWUXFWXUH�DQG�FRQGXFW�YDULDEOHV�RI�WKH�NLQG�VHW�RXW�DERYH�FDQ�EH�DIIHFWHG�E\�JRYHUQPHQW�LQWHUYHQWLRQ���7KLV�FDQ�HLWKHU�UHVWULFW�FRPSHWLWLRQ��RU�E\�UHPRYLQJ�UHVWULFWLRQV��PD\�VWLPXODWH�D�
� 5LFKDUG�&DYHV��,DQ�:DUG��3KLOLS�:LOOLDPV�DQG�&RXUWQH\�:ULJKW���������$XVWUDOLDQ�,QGXVWU\��6WUXFWXUH��&RQGXFW��3HUIRUPDQFH��3UHQWLFH�+DOO��S����



(&(6�:3���)HOV�1RYHPEHU�����

�

JUHDWHU�GHJUHH�RI�FRPSHWLWLRQ���7KH�JRYHUQPHQW�FDQ�LQIOXHQFH�EHKDYLRUDO�SDWWHUQV�E\�SURKLELWLQJ�FHUWDLQ�EHKDYLRU�WKDW�LV�GHHPHG�WR�EH�XQGHVLUDEOH��VXFK�DV�DQWL�FRPSHWLWLYH�DJUHHPHQWV�EHWZHHQ�FRPSDQLHV�
(OHPHQWV�RI�D�&RPSUHKHQVLYH�&RPSHWLWLRQ�3ROLF\,Q�HVVHQFH��D�FRPSUHKHQVLYH�FRPSHWLWLRQ�SROLF\��&&3��LQYROYHV�x 3URKLELWLRQ�RI�DQWL�FRPSHWLWLYH�FRQGXFW��WUDGLWLRQDO�DQWLWUXVW�DQG�FRPSHWLWLRQ�ODZV��x /LEHUDO LQWHUQDWLRQDO�WUDGH�SROLFLHV�x )UHH�PRYHPHQW�RI�DOO�IDFWRUV�RI�SURGXFWLRQ��ODERU��FDSLWDO��HWF���DFURVV�LQWHUQDO�ERUGHUV�x 5HPRYLQJ�WKH�JRYHUQPHQW�UHJXODWLRQV�WKDW�OLPLW�FRPSHWLWLRQ��VXFK�DV�OHJLVODWHG�HQWU\�EDUULHUV�RI�DOO�NLQGV��SURIHVVLRQDO�OLFHQVHV��PLQLPXP�SULFH�ODZV��DQG�UHVWULFWLRQV�RQ�DGYHUWLVLQJ��HWF��x 7KH�UHIRUP�RI�LQDSSURSULDWH�PRQRSRO\�VWUXFWXUHV��HVSHFLDOO\�WKRVH�FUHDWHG�E\�JRYHUQPHQWV��GLYHVWLWXUH��x $SSURSULDWH�DFFHVV�WR�HVVHQWLDO�IDFLOLWLHV�x &RPSHWLWLYH�QHXWUDOLW\�IRU�JRYHUQPHQW�EXVLQHVV�x $�OHYHO�SOD\LQJ�ILHOG�IRU�DOO�SDUWLFLSDQWV��DQGx 6HSDUDWLRQ�RI�LQGXVWU\�UHJXODWLRQ�IURP�LQGXVWU\�RSHUDWLRQV��IRU�H[DPSOH��HVWDEOLVKLQJ�WKDW�GRPLQDQW�ILUPV�VKRXOG�QRW�VHW�WHFKQLFDO�VWDQGDUGV�IRU�QHZ�HQWUDQWV��$W�WKH�PLQLPXP��D�FRPSUHKHQVLYH�FRPSHWLWLRQ�SROLF\�VKRXOG�LQFOXGH�SROLFLHV�RQ�WUDGH��SXEOLF�DQG�SULYDWH�RZQHUVKLS��LQWHOOHFWXDO�SURSHUW\��OLFHQVLQJ��IRUHLJQ�LQYHVWPHQW��FRQWUDFWLQJ�RXW��WD[DWLRQ��ELGGLQJ�IRU�PRQRSRO\�RYHU�VPDOO�EXVLQHVV�IUDQFKLVHV��DQG�WKH�OHJDO�V\VWHP�6RPH�SROLFLHV�VKRXOG�GLUHFWO\�DGGUHVV FRPSHWLWLRQ��2WKHUV�VKRXOG�DIIHFW�WKH�JHQHUDO�HFRQRPLF�HQYLURQPHQW�DQG�WKH�JHQHUDO�FOLPDWH�RI�FRPSHWLWLRQ�RI�WKH�FRXQWU\���)RUHLJQ�RZQHUVKLS�UHVWULFWLRQV�DUH�D�JRRG�H[DPSOH�RI�WKLV�ODWWHU�W\SH�
7UDGLWLRQDO�$QWLWUXVW�/DZ��L�H��&RPSHWLWLRQ�/DZ�RU�7UDGH�3UDFWLFHV�/DZ�7UDGLWLRQDO�DQWLWUXVW�ODZ�PDLQO\�DIIHFWV�FRQGXFW���,W�KDV�RQO\�OLPLWHG�HIIHFWV�RQ�VWUXFWXUH��PDLQO\�WKURXJK�PHUJHU�SROLF\��DQG�LQ�VRPH�FRXQWULHV�WKURXJK�GLYHVWLWXUH�$V�D�PDWWHU�RI�WHUPLQRORJ\��WUDGLWLRQDO�DQWLWUXVW�SROLF\�GRHV�QRW�LQYROYH�GLUHFW�UHJXODWLRQ�RI�SULFHV�RU�RWKHU�SHUIRUPDQFH�YDULDEOHV��H�J��TXDOLW\�RI�RXWSXW���7KHVH�DUH�RIWHQ�WKH�SURYLQFHV�RI�VHSDUDWH�UHJXODWRUV�UDWKHU�WKDQ�FRPSHWLWLRQ�ERGLHV�OLNH�WKH�$&&&��DOWKRXJK�RQH�VKRXOG�QRWH�WKH�$XVWUDOLDQ�H[SHULPHQW�ZKHUH�HFRQRPLF�UHJXODWLRQ�RI�SXEOLF�XWLOLWLHV�DW�WKH�QDWLRQDO�OHYHO�LV�GRQH�E\�WKH�FRPSHWLWLRQ�UHJXODWRU���7UDGLWLRQDO�DQWLWUXVW�SROLF\�GRHV�QRW�RYHUULGH�FRQIOLFWLQJ�JRYHUQPHQW�UHJXODWLRQ�
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7KH�5ROH�RI�*RYHUQPHQW�5HJXODWLRQ$SSURSULDWH�UHJXODWLRQ�RI�LQGXVWULHV�ZKHUH�WKHUH�LV�D�KLJK�GHJUHH�RI�PDUNHW�SRZHU�LV�D�NH\�HOHPHQW�RI�DFKLHYLQJ�D�FRPSUHKHQVLYH�FRPSHWLWLRQ�SROLF\�5HJXODWLRQ�FDQ�FRPSOHPHQW�FRPSHWLWLRQ�SROLF\���:KHUH�PDUNHW�SRZHU�H[LVWV�DQG�FDQQRW�EH�FXUEHG�E\�FRPSHWLWLRQ�SROLF\��UHJXODWLRQ�PD\�SUHYHQW�WKH�H[HUFLVH�RI�PDUNHW�SRZHU��IRU�H[DPSOH��E\�WKH�DSSOLFDWLRQ�RI�SULFH�FRQWURO�IRU�PRQRSROLHV���7KXV��UHJXODWLRQ�GLUHFWO\�LPSDFWV�SHUIRUPDQFH���+RZHYHU��RQH�VKRXOG�DOVR�FRQVLGHU�WKDW�UHJXODWLRQ�PD\�FRQIOLFW�ZLWK�FRPSHWLWLRQ�SROLF\��IRU�H[DPSOH��LQ�WHUPV�RI�HQWU\�UHJXODWLRQ��PLQLPXP�SULFH�UHJXODWLRQ��HWF���,Q�DGGLWLRQ��UHJXODWLRQ�PD\�DOVR�VHUYH�RWKHU�OHJLWLPDWH�REMHFWLYHV��VXFK�DV�WKRVH�DGGUHVVLQJ�WKH�HQYLURQPHQW��VDIHW\��RU�IDLUQHVV��ZKLFK�PD\�RU�PD\�QRW�FRQIOLFW�ZLWK�FRPSHWLWLRQ�SROLF\�REMHFWLYHV�5HJXODWLRQ�LV�DQ�LQFUHDVLQJO\�LPSRUWDQW�SDUW�RI�FRPSHWLWLRQ�SROLF\���$V�PRQRSRO\�SRVLWLRQV�DUH�GHUHJXODWHG�DQG�RU�SULYDWL]HG�WKH�DSSOLFDWLRQ�RI�WUDGLWLRQDO�DQWLWUXVW�ODZ�PD\�EH�LQVXIILFLHQW�DQG�PD\�QHHG�WR�EH�FRPSOHPHQWHG�E\�UHJXODWLRQ��HVSHFLDOO\�ZKHQ�WKHUH�DUH�SRZHUIXO�GRPLQDQW�ILUPV�DW�WKH�RXWVHW�RI�GHUHJXODWLRQ�
,9��$XVWUDOLD¶V�&RPSHWLWLRQ�/DZ
7KH�REMHFWLYHV�RI�$XVWUDOLD¶V�FRPSHWLWLRQ�ODZ�± WKH�7UDGH�3UDFWLFHV�$FW ������73$��± DUH�WR�SUHYHQW�DQWL�FRPSHWLWLYH�FRQGXFW��WKHUHE\�HQFRXUDJLQJ�FRPSHWLWLRQ�DQG�HIILFLHQF\�LQ�EXVLQHVV��UHVXOWLQJ LQ�D�JUHDWHU�FKRLFH�IRU�FRQVXPHUV��DQG�EXVLQHVV�ZKHQ�WKH\�DUH�SXUFKDVHUV��LQ�SULFH��TXDOLW\�DQG�VHUYLFH��WR�VDIHJXDUG�WKH�SRVLWLRQ�RI�FRQVXPHUV�LQ�WKHLU�GHDOLQJV�ZLWK�SURGXFHUV�DQG�VHOOHUV��DQG�SURWHFW�EXVLQHVVHV�LQ�WKHLU�GHDOLQJV�ZLWK�RWKHU�EXVLQHVVHV�(VVHQWLDOO\��WKH�73$�LV�GLYLGHG�LQWR�WZR�PDMRU�SDUWV��3DUW�,9��ZKLFK�GHDOV�ZLWK�DQWL�FRPSHWLWLYH�SUDFWLFHV��DQG�3DUW�9��ZKLFK�GHDOV�ZLWK�XQIDLU�WUDGLQJ�SUDFWLFHV���,Q�DGGLWLRQ�WR�WKHVH�WZR�PDMRU�VHFWLRQV��WKHUH�DUH�WKUHH�NH\�VXEVLGLDU\�SDUWV�WKDW�GLVFXVV�PRUH�VSHFLILF�LVVXHV���7KH\�LQFOXGH��3DUW�,,,$��ZKLFK�GHDOV�ZLWK�DFFHVV�WR�QDWXUDO�PRQRSROLHV��3DUW�,9$��ZKLFK�GHDOV�ZLWK�XQFRQVFLRQDEOH�FRQGXFW��DQG�3DUW�9$��ZKLFK�GHDOV�ZLWK�OLDELOLW\�IRU�GHIHFWLYH�JRRGV�
$QWL�FRPSHWLWLYH�3UDFWLFHV�� 3DUW�,97KH�WZR�EURDG�SULQFLSOHV�WKDW�XQGHUOLH�3DUW�,9�RI�WKH�73$�DUH�D�� WKDW�DQ\�EHKDYLRU�WKDW�KDV�WKH�SXUSRVH�RU�HIIHFW�RI�VXEVWDQWLDOO\�OHVVHQLQJ�FRPSHWLWLRQ�LQ�D�PDUNHW�VKRXOG�EH�SURKLELWHG��DQG�E��VXFK�EHKDYLRU�VKRXOG�EH�DEOH�WR�EH�DXWKRUL]HG�RQ�WKH�EDVLV�RI�D�QHW�SXEOLF�EHQHILW�WHVW�
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7KH�PDLQ�W\SHV�RI�DQWL�FRPSHWLWLYH�FRQGXFW�ZKLFK�DUH�SURKLELWHG�LQFOXGH��
x $QWL�FRPSHWLWLYH�DJUHHPHQWV��7KHVH�LQFOXGH�SULFH�IL[LQJ�DJUHHPHQWV�EHWZHHQ�FRPSHWLWRUV��RWKHU�DJUHHPHQWV�ZKLFK�VXEVWDQWLDOO\�OHVVHQ�FRPSHWLWLRQ��VXFK�DV�PDUNHW�VKDULQJ�DQG�ELG�ULJJLQJ���DQG�H[FOXVLRQDU\�SURYLVLRQV��LQFOXGLQJ�SULPDU\�DQG�VHFRQGDU\�ER\FRWWV��6HFW������ZLWK�D�SHU�VH�EDQ�RQ�SULFH�IL[LQJ�DQG�ER\FRWWV��x 0LVXVH�RI�VXEVWDQWLDO�PDUNHW�SRZHU ��IRU�WKH�SXUSRVH�RI�HOLPLQDWLQJ�RU�GDPDJLQJ�D�FRPSHWLWRU��SUHYHQWLQJ�HQWU\�RU�GHWHUULQJ�RU�SUHYHQWLQJ�FRPSHWLWLYH�FRQGXFW��6HFW������VXFK�DV�SUHGDWRU\�SULFLQJ�DQG�UHIXVDO�WR�VXSSO\�x ([FOXVLYH�GHDOLQJ ZKLFK�VXEVWDQWLDOO\�OHVVHQV�FRPSHWLWLRQ��6HFW������ZLWK�WKLUG�OLQH�IRUFLQJ� SURKLELWHG�SHU�VH�x 5HVDOH�SULFH�PDLQWHQDQFH� IRU�JRRGV��6HFV���������������DOVR�SURKLELWHG�SHU�VH�x 0HUJHUV�DQG�DFTXLVLWLRQV WKDW�VXEVWDQWLDOO\�OHVVHQ�FRPSHWLWLRQ�LQ�D�VXEVWDQWLDO�PDUNHW��6HFW�����
)RU�RIIHQFHV�RI�WKLV�QDWXUH��WKH�$&&&�FDQ�VHHN�LQMXQFWLRQV��SHQDOWLHV��GDPDJHV��HWF���3ULYDWH�HQIRUFHPHQW�DFWLRQ LV�DOVR�SRVVLEOH�

$XWKRUL]DWLRQ&RQGXFW�WKDW�PD\�VXEVWDQWLDOO\�OHVVHQ�FRPSHWLWLRQ�XQGHU�3DUW�,9�RI�WKH�73$�PD\�EH�JUDQWHG�DXWKRUL]DWLRQ�XQGHU�3DUW�9,,��ZKLFK�LV�D�PHFKDQLVP�WKDW�SURYLGHV�LPPXQLW\�IURP�OHJDO�SURFHHGLQJV�IRU�FHUWDLQ�DUUDQJHPHQWV�RU�FRQGXFW�WKDW�PD\�RWKHUZLVH�FRQWUDYHQH�WKH�73$�$XWKRUL]DWLRQ�LV�JUDQWHG�RQ�WKH�JURXQGV�RI�SUHYDLOLQJ�SXEOLF�EHQHILW���'HSHQGLQJ�RQ�WKH�DUUDQJHPHQW�RU�FRQGXFW�LQ�TXHVWLRQ��WKH�$&&&�PXVW�EH�VDWLVILHG�WKDW�WKH�DUUDQJHPHQW�UHVXOWV�LQ�D�EHQHILW�WR�WKH�SXEOLF�WKDW�RXWZHLJKV�DQ\�DQWL�FRPSHWLWLYH�HIIHFW��RU�WKDW�WKH�FRQGXFW�UHVXOWV�LQ�VXFK�D�QHW�EHQHILW�WR�WKH�SXEOLF�WKDW�WKH�FRQGXFW�VKRXOG�EH�DOORZHG�WR�RFFXU���'HFLVLRQV�PDGH�E\�WKH�$&&&�LQ�UHODWLRQ�WR�DXWKRUL]DWLRQV�FDQ�EH�DSSHDOHG�WR�WKH�$XVWUDOLDQ�&RPSHWLWLRQ�7ULEXQDO�9DULRXV�SHQDOWLHV�DQG�UHPHGLHV�DUH�DYDLODEOH�IRU�EUHDFKHV�RI�3DUW�,9�RI�WKH�73$��LQFOXGLQJ�SHQDOWLHV�RI�$����PLOOLRQ�IRU�FRPSDQLHV�DQG�$���������IRU�LQGLYLGXDOV��LQMXQFWLRQV��
� ,Q�UHVSHFW�RI�SHU�VH EUHDFKHV�RI�WKH�73$��WKHUH�LV�QR�UHTXLUHPHQW�WR�SURYH�WKDW�WKHUH�KDV�EHHQ�D�VXEVWDQWLDO�OHVVHQLQJ�RI�FRPSHWLWLRQ�DV�D�UHVXOW�RI�WKH�FRQGXFW��WKLV�LV�GHHPHG�WR�KDYH�RFFXUUHG�E\�WKH�YHU\�QDWXUH�RI�WKH�FRQGXFW�� 7KLUG�OLQH�IRUFLQJ�LQYROYHV�WKH�VXSSO\�RI�JRRGV�RU�VHUYLFHV�RQ�FRQGLWLRQ�WKDW�WKH�SXUFKDVHU�DFTXLUHV�JRRGV�RU�VHUYLFHV�IURP�D�SDUWLFXODU�WKLUG�SDUW\�� 6XSSOLHUV��PDQXIDFWXUHUV�DQG�ZKROHVDOHUV�DUH�SURKLELWHG�IURP�VSHFLI\LQJ�D�PLQLPXP�SULFH�EHORZ�ZKLFK�JRRGV�RU�VHUYLFHV�PD\�QRW�EH�UHVROG�RU�DGYHUWLVHG�IRU�VDOH���$�VXSSOLHU�PD\�UHFRPPHQG�D�UHVDOH�SULFH�IRU�JRRGV�RU�UHVXSSO\�RI�VHUYLFHV��SURYLGHG�WKDW�WKH�GRFXPHQW�VHWWLQJ�RXW�WKH�VXJJHVWHG�SULFH�PDNHV�LW�FOHDU�WKDW�LW�LV�D�UHFRPPHQGHG�SULFH�RQO\�DQG�WKDW�WKH�VXSSOLHU�WDNHV�QR�DFWLRQ�WR�LQIOXHQFH�WKH�UHVHOOHU�QRW�WR�VHOO�RU�UHVXSSO\�EHORZ�WKDW�SULFH�
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GDPDJHV��GLYHVWLWXUH�LQ�UHODWLRQ�WR�LOOHJDO�PHUJHUV��DQG�YDULRXV�DQFLOODU\�RUGHUV�VXFK�DV�UHVFLVVLRQ�DQG�YDULDWLRQ�RI�FRQWUDFWV��RUGHUV�IRU�VSHFLILF�SHUIRUPDQFH�RI�FRQWUDFWV��DQG�SURYLVLRQ�RI�UHSDLUV�RU�VSDUH�SDUWV�DV�H[DPSOHV�
8QIDLU�7UDGLQJ�3UDFWLFHV�¤ 3DUW�9��3DUW�9�RI�WKH�73$�GHDOV�GLUHFWO\�ZLWK�WKH�LQWHUHVWV�RI�FRQVXPHUV��DQG�EXVLQHVVHV�ZKLFK�TXDOLI\�DV�FRQVXPHUV�LQ�SDUWLFXODU�WUDQVDFWLRQV����,W�LV�D�PHDQV�RI�SURPRWLQJ�IDLU�FRPSHWLWLRQ�E\�SURWHFWLQJ�FRQVXPHUV¶�ULJKWV��HVSHFLDOO\�WKH�ULJKW�WR�IXOO�DQG�DFFXUDWH�LQIRUPDWLRQ�ZKHQ�SXUFKDVLQJ�JRRGV�DQG�VHUYLFHV���,W�SURYLGHV�DQ�LPSRUWDQW�VDIHW\�QHW�LQ�PDUNHWV�ZKHUH�YLJRURXV�FRPSHWLWLRQ�PLJKW�WHPSW�VRPH�EXVLQHVVHV�WR�FXW�FRUQHUV�LQ�RUGHU�WR�JDLQ�D�FRPSHWLWLYH�DGYDQWDJH�RYHU�WKHLU�ULYDOV��IRU�H[DPSOH��E\�PDNLQJ�PLVOHDGLQJ�FODLPV�DERXW�D�SURGXFW
V�YDOXH��TXDOLW\��SODFH�RI�RULJLQ�RU�LPSDFW RQ�WKH�HQYLURQPHQW��3DUW�9�RI�WKH�73$�FRQWDLQV�D�UDQJH�RI�SURYLVLRQV�DLPHG�DW�SURWHFWLQJ�FRQVXPHUV�DQG�EXVLQHVVHV�WKDW�TXDOLI\�DV�FRQVXPHUV�E\��x $�JHQHUDO�SURKLELWLRQ�RI�PLVOHDGLQJ�RU�GHFHSWLYH�FRQGXFW��6HFW������x 6SHFLILF�SURKLELWLRQV�IRU�IDOVH�RU�PLVOHDGLQJ�UHSUHVHQWDWLRQV��6HFWV�������$���x 3URGXFW�VDIHW\�SURYLVLRQV��x 3URKLELWLQJ�XQIDLU�SUDFWLFHV��'LYLVLRQ�����LQFOXGLQJ�WKH�XQFRQVFLRQDEOH�FRQGXFW�SURYLVLRQV�LQ�3DUW�,9$�WKDW�SUHYHQW�EXVLQHVVHV�IURP�EHKDYLQJ�XQFRQVFLRQDEO\�ZKHQ�WKH\�VXSSO\�JRRGV�DQG�VHUYLFHV�WR�LQGLYLGXDO�FRQVXPHUV��6HFW���$%��DQG�ZKHQ�FRUSRUDWLRQV�DUH�HQJDJHG�LQ�FRPPHUFLDO�WUDQVDFWLRQV��6HFW���$$���DQGx &RQGLWLRQV�DQG�ZDUUDQWLHV�LQ�FRQVXPHU�WUDQVDFWLRQV��'LYLVLRQ����DQG�DFWLRQV�DJDLQVW�PDQXIDFWXUHUV�DQG�LPSRUWHUV��'LYLVLRQ��$��9DULRXV�SHQDOWLHV�DQG�UHPHGLHV�DUH�DYDLODEOH�IRU�EUHDFKHV�RI�3DUW�9�RI�WKH�73$��LQFOXGLQJ�SHQDOWLHV�RI�$���PLOOLRQ�IRU�FRPSDQLHV�DQG�$���������IRU�LQGLYLGXDOV��LQMXQFWLRQV��GDPDJHV��FRUUHFWLYH�DGYHUWLVLQJ��DQG�YDULRXV�DQFLOODU\�RUGHUV�VXFK�DV�UHVFLVVLRQ�DQG�YDULDWLRQ RI�FRQWUDFWV��RUGHUV�IRU�VSHFLILF�SHUIRUPDQFH�RI�FRQWUDFWV��DQG�SURYLVLRQ�RI�UHSDLUV�RU�VSDUH�SDUWV�
9��7KH�5ROH�DQG�)XQFWLRQV�RI�WKH�$&&&
7KH�$XVWUDOLDQ�&RPSHWLWLRQ�DQG�&RQVXPHU�&RPPLVVLRQ��RU�$&&&��ZDV�HVWDEOLVKHG�LQ�1RYHPEHU������E\�WKH�PHUJHU�RI�WKH IRUPHU�7UDGH�3UDFWLFHV�&RPPLVVLRQ�DQG�WKH�3ULFHV�6XUYHLOODQFH�$XWKRULW\���7KH�$&&&�LV�DQ�LQGHSHQGHQW�VWDWXWRU\�DXWKRULW\�UHVSRQVLEOH�IRU�HQVXULQJ�FRPSOLDQFH�ZLWK�3DUWV�,9��DQWL�FRPSHWLWLYH�SUDFWLFHV���,9$��XQFRQVFLRQDEOH�
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FRQGXFW���,9%��LQGXVWU\�FRGHV���9��FRQVXPHU�SURWHFWLRQ���9$��SURGXFW�OLDELOLW\���DQG�9%��WKH�1HZ�7D[�6\VWHP�UHODWHG�SULFLQJ��RI�WKH�73$�7KH�$&&&�DOVR�KDV�UHVSRQVLELOLWLHV�DQG�SRZHUV�XQGHU�RWKHU�SDUWV�RI�WKH�73$��QRWDEO\�3DUWV�,,,$��DFFHVV�WR�QDWLRQDOO\�VLJQLILFDQW�HVVHQWLDO�IDFLOLWLHV���9,,��DXWKRUL]DWLRQ�DQG�QRWLILFDWLRQ��DQG�;,%�DQG�;,&��WHOHFRPPXQLFDWLRQV�LQGXVWU\����,W�LV�UHVSRQVLEOH�IRU�DGPLQLVWHULQJ�WKH�3ULFHV�6XUYHLOODQFH�$FW�������DQG�DOVR�KDV�UHVSRQVLELOLWLHV�XQGHU�VHYHUDO�RWKHU�SLHFHV�RI�OHJLVODWLRQ���7KH�$&&&�LV�WKH�RQO\�QDWLRQDO�DJHQF\�GHDOLQJ�ZLWK�EURDG�FRPSHWLWLRQ�PDWWHUV�DQG�WKH�RQO\�DJHQF\�UHVSRQVLEOH�IRU�HQIRUFLQJ�WKH�FRPSHWLWLRQ�SURYLVLRQV�RI�WKH�73$�7KH�PLVVLRQ�RI�WKH�$&&&�LV�³WR�HQKDQFH�WKH�ZHOIDUH�RI�$XVWUDOLDQV�E\�SURPRWLQJ�HIIHFWLYH�FRPSHWLWLRQ�DQG�LQIRUPHG�PDUNHWV��HQFRXUDJLQJ�IDLU�WUDGLQJ�DQG�SURWHFWLQJ�FRQVXPHUV��DQG�UHJXODWLQJ�LQIUDVWUXFWXUH�VHUYLFHV�DQG�RWKHU�PDUNHWV�ZKHUH�FRPSHWLWLRQ�LV�UHVWULFWHG�´��7KH�$&&&¶V�FRUSRUDWH�GLUHFWLRQ�LV�IRFXVHG�RQ�WKUHH�VSHFLILF�REMHFWLYHV�x 7R�HQFRXUDJH�FRPSHWLWLYH�PDUNHW�VWUXFWXUHV��EHKDYLRU�DQG�SHUIRUPDQFH�x 7R�VHHN�FRPSOLDQFH�ZLWK�WKH�FRQVXPHU�SURWHFWLRQ�ODZV�DQG�WR�DFKLHYH�DSSURSULDWH�UHPHGLHV�ZKHQ�WKH�ODZ�LV�QRW�IROORZHG�IRU�WKH�ORQJ�WHUP�EHQHILW�RI�FRQVXPHUV��DQGx 7R�LQIRUP�WKH�FRPPXQLW\�DW�ODUJH�DERXW�WKH�7UDGH�3UDFWLFHV�$FW�DQG�3ULFHV�6XUYHLOODQFH�$FW�DQG�WKHLU�LPSOLFDWLRQV�IRU�EXVLQHVV�DQG�FRQVXPHUV�7KH�$&&&�LV�FRPPLWWHG�WR�IRVWHULQJ�D�FRPSHWLWLYH�FXOWXUH�ZKHUH�LQGLYLGXDOV�DQG�WKHLU�EXVLQHVVHV��ODUJH�DQG�VPDOO��DW�DOO�OHYHOV�RI�SURGXFWLRQ��KDYH�WKH�RSSRUWXQLW\�WR�WUDGH�LQ�DQ�HIILFLHQW�DQG�IDLU�ZD\���(IIHFWLYH�FRPSHWLWLRQ�PHDQV�WKDW�SXUFKDVHUV��ERWK�EXVLQHVV�DQG�QRQ�EXVLQHVV��FDQ�KDYH�WKH�PHDQV�DQG�IUHHGRP�WR�PDNH�LQIRUPHG�FKRLFHV��DQG�WR�HQMR\�WKH�EHQHILWV�RI�FRPSHWLWLYH�SULFHV�DQG�TXDOLW\�JRRGV�DQG�VHUYLFHV�7KH�$&&&¶V�SULPDU\�UHVSRQVLELOLW\�LV�VHFXULQJ�FRPSOLDQFH�ZLWK�WKH�FRPSHWLWLRQ�DQG�FRQVXPHU�SURWHFWLRQ�ODZV���,Q�GRLQJ�VR��LW�XVHV�D�ZLGH�UDQJH�RI�UHVSRQVHV�VXFK�DV�OLWLJDWLRQ��HGXFDWLRQ�DQG�FRQVXOWDWLRQ���7KLV�QHFHVVLWDWHV�D�YLJLODQW�DQG�UHVSRQVLYH�DSSURDFK�WR�FRPSODLQWV�DQG�QRQ�FRPSOLDQW�EHKDYLRU�
�� 7KHVH�LQFOXGH���WKH�%URDGFDVWLQJ�6HUYLFHV�$FW�������7HOHFRPPXQLFDWLRQV�$FW������ 7HOHFRPPXQLFDWLRQV��&RQVXPHU�3URWHFWLRQ�DQG�6HUYLFH�6WDQGDUGV��$FW������ $XVWUDOLDQ�3RVWDO�&RUSRUDWLRQ�$FW������ 7UDGH�0DUNV�$FW������ $LUSRUWV�$FW������ $6,&�$FW������ *DV�3LSHOLQHV�$FFHVV��&RPPRQZHDOWK��$FW�������DQG�WKH�0RRPED�6\GQH\�3LSHOLQH�6\VWHP�6DOH�$FW�������� $&&&�&RUSRUDWH�3ODQ�DQG�3ULRULWLHV�������������
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7KH�FRPSHWLWLYH�FXOWXUH�WKDW�WKH�$&&&�VHHNV�LV�DW�ZRUN�LQ�LWV�HFRQRPLF�UHJXODWLRQ�DQG�SULFLQJ�DFWLYLWLHV���7KH�$&&&�PDNHV�GHFLVLRQV�WKDW�EDODQFH�WKH�LQWHUHVWV�RI�SURYLGHUV��XVHUV�DQG�ILQDO�FRQVXPHUV�WR�VWULYH�WR�DFKLHYH�RXWFRPHV�FRPSDUDEOH�WR�WKRVH�ZKLFK�RFFXU�XQGHU�QRUPDO�FRPSHWLWLYH�FRQGLWLRQV�
9,��2YHUYLHZ�RI�WKH�$&&&¶V�5HJXODWRU\�5ROH
7KH�$&&&�KDV�VLJQLILFDQW�UHVSRQVLELOLWLHV�LQ�WKH�WHOHFRPPXQLFDWLRQV��HQHUJ\�DQG�WUDQVSRUW�LQGXVWULHV�DVVRFLDWHG�ZLWK�WKH�FRPSHWLWLRQ�SROLF\�UHIRUPV�WKDW�KDYH�WDNHQ�SODFH�LQ�$XVWUDOLD�RYHU�WKH�SDVW�IHZ�\HDUV���8QGHU�WKHVH�UHIRUPV��WKH�$&&&�KDV�UHVSRQVLELOLWLHV�WKDW�LQYROYH�WKH�SURPRWLRQ�RI�FRPSHWLWLRQ�DV�ZHOO�DV�UHJXODWRU\�UROHV�
7HOHFRPPXQLFDWLRQV7KH�$&&&¶V�LQYROYHPHQW�LQ�WHOHFRPPXQLFDWLRQV�VWHPV�IURP�WKH�LQWURGXFWLRQ�RI�QHZ�OHJLVODWLRQ�RQ���-XO\�������ZKLFK�EURXJKW�WKH�UHJXODWLRQ�RI�WHOHFRPPXQLFDWLRQV�LQ�OLQH�ZLWK�WKH�PRUH�JHQHUDO�UHJXODWRU\�SURYLVLRQV�RI�WKH�73$��$V�WKH�PDLQ�VWDWXWRU\�ERG\�FKDUJHG�ZLWK�WKH�UHVSRQVLELOLW\�RI�HQIRUFLQJ�WKH�73$��WKH�$&&&�KDV�QRZ�EHFRPH�WKH�SULQFLSOH�HFRQRPLF�DQG�FRPSHWLWLRQ�UHJXODWRU�LQ�WKH�WHOHFRPPXQLFDWLRQV�VHFWRU���3ULRU�WR�WKLV��WHOHFRPPXQLFDWLRQV�ZDV�VXEMHFW�WR�LQGXVWU\�VSHFLILF�UHJXODWLRQ��E\�$XVWHO���ZKLOH�UHJXODWLRQ�RI�PDQ\�RWKHU�SXEOLF�XWLOLWLHV�IHOO�XQGHU�WKH�JHQHUDO�SURYLVLRQV�RI�WKH�73$���,W�FDQ�EH�VHHQ��WKHUHIRUH��WKDW�WKH�OHJLVODWLYH�FKDQJHV�PDGH�LQ�PLG������KDYH�KDG�WKH�HIIHFW�RI�PRYLQJ�WHOHFRPPXQLFDWLRQV�DZD\�IURP�LQGXVWU\�VSHFLILF�UHJXODWLRQ��DQG�LQWR�WKH�UHDOP�RI�PRUH�JHQHUDO�FRPSHWLWLRQ�ODZ�7KH�$&&&�KDV�EHHQ�WKH�SULPDU\�UHJXODWRU�RI�WKLV�LQGXVWU\�IRU�RQO\�D�UHODWLYHO\�VKRUW�SHULRG�RI�WLPH���$OUHDG\��KRZHYHU��WKH�$&&&�KDV�WDNHQ�D�QXPEHU�RI�PDMRU�DFWLRQV�LQ�LWV�QHZ�UHJXODWRU\�UROH��7KH�$&&&�LV�FRPPLWWHG�WR�YLJRURXVO\�DGPLQLVWHULQJ�WKH�QHZ�WHOHFRPPXQLFDWLRQV�ODZV�
(OHFWULFLW\7KH�UHIRUPV�LQWURGXFHG��RU�EHLQJ�FRQVLGHUHG��LQ�PRVW�6WDWHV�DQG�7HUULWRULHV�RI�$XVWUDOLD�WR�IDFLOLWDWH�FRPSHWLWLRQ�LQ�WKH�HOHFWULFLW\�LQGXVWU\�KDYH�LQYROYHG�WKH�VHSDUDWLRQ�RI�LQWHJUDWHG�HOHFWULFLW\�DXWKRULWLHV�LQWR�LQGHSHQGHQW�ERGLHV�ZLWK�UHVSRQVLELOLW\�IRU�JHQHUDWLRQ��WUDQVPLVVLRQ��GLVWULEXWLRQ�DQG�UHWDLO���$�1DWLRQDO�(OHFWULFLW\�0DUNHW��1(0��LV�DOVR�EHLQJ�GHYHORSHG��DW�OHDVW�IRU�WKH�HDVWHUQ�6WDWHV�RI�$XVWUDOLD���IRU�WKH�ZKROHVDOH�WUDGH�RI�HOHFWULFLW\�
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7KH�UHIRUPV�KDYH�DOVR�LQYROYHG�WKH�VHSDUDWLRQ�RI�UHJXODWRU\�DQG�FRPPHUFLDO�IXQFWLRQV�RI�WKH�HOHFWULFLW\�DXWKRULWLHV��JHQHUDWLRQ�DQG�UHWDLO�EHFRPLQJ�SDUW�RI�WKH�FRPSHWLWLYH�PDUNHW��ZKLOH�WUDQVPLVVLRQ�DQG�GLVWULEXWLRQ�µZLUHV¶�ZLOO�EH�UHJXODWHG����7KH�JRDO�LV�IUHHGRP�RI�FKRLFH�RI�HOHFWULFLW\�VXSSOLHU�IRU�DOO�FXVWRPHUV�
*DV7KH�$XVWUDOLDQ�JDV�LQGXVWU\�LV�FKDUDFWHUL]HG�E\�PRQRSROLHV�LQ�SURGXFWLRQ��WUDQVPLVVLRQ�DQG�GLVWULEXWLRQ���7KH�PDMRULW\�RI�$XVWUDOLDQ�SRSXODWLRQ�FHQWHUV��LQFOXGLQJ�6\GQH\��0HOERXUQH�DQG�$GHODLGH��DUH�WKHUHIRUH�VXEMHFW WR�PRQRSRO\�SRZHU�LQ�WKH�VXSSO\�RI�JDV���7KH�PRQRSRO\�FKDUDFWHULVWLFV�DVVRFLDWHG�ZLWK�WKH�VXSSO\�RI�JDV�LQ�$XVWUDOLD�DUH�DWWULEXWDEOH�WR�D�FRPELQDWLRQ�RI�WKH�KLJK�FDSLWDO�VXQN�FRVWV�DQG�ULVNV�DVVRFLDWHG�ZLWK�H[SORUDWLRQ�DQG�SURGXFWLRQ��WKH�DEVHQFH�RI�JDV�RQ�JDV�FRPSHWLWLRQ�DQG�WUDQVPLVVLRQ�SLSHOLQH�LQWHUFRQQHFWLRQV��WKH�ODFN�RI�PDWXULW\�RI�WKH�$XVWUDOLDQ�JDV�PDUNHW��DQG�WKH�SUHYDOHQFH�RI�ORQJ�WHUP�VXSSO\�FRQWUDFWV�
7UDQVSRUW7KH�$&&&¶V�ZRUN�LQ�WKH�WUDQVSRUW�DUHD�SULPDULO\�FRYHUV�WKH�DLUSRUW��UDLO�DQG�ZDWHUIURQW�VHFWRUV���7KLV�QRWH�VSHFLILFDOO\�UHODWHV�WR�WKH�$&&&¶V�ZRUN�RQ�DLUSRUWV�$LUSRUWV$LUSRUWV�DUH�LQFUHDVLQJO\�FRPLQJ�XQGHU�WKH�VFUXWLQ\�RI�WKH�$&&&���7KH�JRYHUQPHQW�KDV�SXW�LQ�SODFH�DUUDQJHPHQWV�IRU�HFRQRPLF�UHJXODWLRQ�RI�WKH�OHDVHG�DLUSRUWV�DQG�KDV�JLYHQ�WKH�$&&&�SULPDU\�UHVSRQVLELOLW\�IRU�LPSOHPHQWLQJ�WKHP���7KH�UHJLPH�FRPSULVHV�D�SDFNDJH�RI�PHDVXUHV�XQGHU�WKH�$LUSRUWV�$FW��WKH�7UDGH�3UDFWLFHV�$FW�DQG�WKH�3ULFHV�6XUYHLOODQFH�$FW���7KH�PDLQ�PHDVXUHV�DUH�D�SULFH�FDS�RQ�DHURQDXWLFDO�VHUYLFHV�DQG�DFFHVV�DUUDQJHPHQWV���7KH�SDFNDJH�DOVR�LQFOXGHV�D�QXPEHU�RI�FRPSOHPHQWDU\�PHDVXUHV�LQFOXGLQJ�IRUPDO�PRQLWRULQJ��TXDOLW\�RI�VHUYLFH�PRQLWRULQJ�DQG�D�UHYLHZ�RI�UHJXODWRU\�DUUDQJHPHQWV���7KH�*RYHUQPHQW�KDV�JLYHQ�WKH�$&&&�SULPDU\�UHVSRQVLELOLW\�IRU�WKH�HFRQRPLF�UHJXODWLRQ�RI�DLUSRUWV���,Q�GRLQJ�VR��LW�KDV�HVWDEOLVKHG�D�UHJXODWRU\�UHJLPH�WKDW�JLYHV�WKH�$&&&�D�UDQJH�RI�WRROV�WR�DVVLVW�LW�LQ�LWV�QHZ�UHJXODWRU\�UROH�$Q�LPSRUWDQW�HOHPHQW�RI�WKH�QHZ�PHDVXUH�LV�WKH�SULFH�FDS���,W�HQVXUHV�VLJQLILFDQW�UHGXFWLRQV�LQ�DHURQDXWLFDO�FKDUJHV�RYHU�WKH�QH[W�ILYH�\HDUV�± ���SHUFHQW�RU�PRUH�DW�0HOERXUQH��%ULVEDQH�DQG�3HUWK�DLUSRUWV��ZKLFK�KDYH�DOO�UHGXFHG�WKHVH�FKDUJHV�LQ�OLQH�ZLWK�WKHLU�SULFH�FDSV���$FFHVV�DUUDQJHPHQWV�ZLOO�EH�FHQWUDO�WR�WKH�UHJXODWRU\�DUUDQJHPHQWV�DSSOLHG�WR�WKH�SULYDWL]HG�DLUSRUWV���7KH\�SURYLGH�D�IUDPHZRUN�LQ�ZKLFK�DLUSRUW�RSHUDWRUV�DQG�WKHLU�FXVWRPHUV�
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DUH�HQFRXUDJHG�WR�QHJRWLDWH�GLUHFWO\�DQG�UHVROYH�WHUPV�DQG�FRQGLWLRQV�RI�XVH�RI�DLUSRUW�VHUYLFHV�
9,,��/HVVRQV�IRU�'HYHORSLQJ�(FRQRPLHV�
7KHUH�DUH�D�QXPEHU�RI�NH\�HOHPHQWV�WKDW�DUH�QHFHVVDU\�LQ�GHVLJQLQJ�DQ�HIIHFWLYH�UHJXODWRU\�UHJLPH���7KHVH�SULQFLSOHV�DUH�HTXDOO\�DSSURSULDWH�DQG�UHOHYDQW�WR�WKH�GHYHORSPHQW�RI�FRPSHWLWLRQ��FRQVXPHU�SURWHFWLRQ�DQG�HFRQRPLF�UHJXODWRU\�PRGHOV�
(FRQRPLF�*RYHUQDQFH(IIHFWLYH�JRYHUQDQFH�HQVXUHV�WKDW�VRXQG�ILVFDO��PRQHWDU\�DQG�WUDGH�SROLFLHV�DUH�LQVWLWXWHG�WR�FUHDWH�DQ�HQYLURQPHQW�IRU�SULYDWH�VHFWRU�GHYHORSPHQW���$�G\QDPLF�SULYDWH�VHFWRU�FUHDWHV�MREV�DQG�LQFRPHV��JHQHUDWHV�ZHDOWK�DQG�HQVXUHV�WKDW�UHVRXUFHV�DUH�XVHG�HIILFLHQWO\���7KH�LPSRUWDQFH�RI�DSSURSULDWH�HFRQRPLF�SROLFLHV�DQG�LQVWLWXWLRQDO�DUUDQJHPHQWV�LQ�PDLQWDLQLQJ�WKH�FRQILGHQFH�RI�LQYHVWRUV�LV�ZHOO�NQRZQ��LQFOXGLQJ�LQ�UHFHQW�WLPHV�LQ�UHJLRQDO�ILQDQFLDO�PDUNHWV���7UDQVSDUHQW�GHFLVLRQ�PDNLQJ�DQG�HIIHFWLYH�LQVWLWXWLRQV�HQVXUH�WKDW�FRXQWULHV�FDQ�EHVW�UHVSRQG�WR�UDSLG�PRYHPHQWV�RI�LQWHUQDWLRQDO�FDSLWDO�DQG�HQVXUH�WKDW�WKH\�FRQWLQXH�WR�DWWUDFW�ORQJ�WHUP�LQYHVWPHQW���7KH�WKUHH�NH\�IDFWRUV�LQ�WKH�DFKLHYHPHQW�RI�JRRG�HFRQRPLF�JRYHUQDQFH�LQFOXGH�HQFRXUDJLQJ�UHVSRQVLEOH�ILVFDO�DQG�PRQHWDU\�SROLFLHV�DQG�FUHDWLQJ�WKH�HQYLURQPHQW�IRU�HIILFLHQW�SURGXFWLRQ�WKURXJK�DSSURSULDWH�WUDGH��H[FKDQJH�UDWH�DQG�SULFLQJ�SROLFLHV��SURPRWLQJ�GHUHJXODWLRQ�DQG�FRPSHWLWLRQ��DQG�FUHDWLQJ�DQ�DSSURSULDWH�DQG�HIIHFWLYH�OHJDO��MXGLFLDO�DQG�UHJXODWRU\�HQYLURQPHQW�
(IIHFWLYH /HJLVODWLRQ$Q�HIIHFWLYH�FRPSHWLWLRQ�UHJLPH�QHHGV�WR�EH�DSSOLHG�XQLYHUVDOO\�WR�DOO�EXVLQHVVHV�DQG�HQIRUFHG�FRQVLVWHQWO\�DQG�GLOLJHQWO\�,Q�RUGHU�WR�PLQLPL]H�GLVWRUWLRQV�DQG�WKH�PLVXVH�RI�PDUNHW�SRZHU�DFURVV�LQGXVWU\�VHFWRUV��LW�LV�LPSRUWDQW�WKDW�D�VLQJOH�FRPSHWLWLRQ�UHJLPH�DSSO\�XQLYHUVDOO\�DFURVV�DOO�LQGXVWULHV�DQG�DSSO\�WR�DOO�PDUNHW�SDUWLFLSDQWV���7KH�DGRSWLRQ�DQG�LPSOHPHQWDWLRQ�RI�VHSDUDWH�FRPSHWLWLRQ�UHJLPHV�LQ�VSHFLILF�LQGXVWU\�VHFWRUV�UDLVHV�WKH�SRVVLELOLW\�WKDW�DQWL�FRPSHWLWLYH�FRQGXFW�FDQ�WDNH�SODFH�LQ�VRPH�VHFWRUV�DQG�KDYH�DQWL�FRPSHWLWLYH�HIIHFWV�LQ�RWKHUV�,Q�UHODWLRQ�WR�WKH�GHYHORSPHQW�DQG�LPSOHPHQWDWLRQ�RI�D�QHZ�FRPSHWLWLRQ�UHJLPH��LW�LV�UHOHYDQW�WR�QRWH�WKH�REVHUYDWLRQV�RI�WZR�NH\�H[SHUWV�LQ�WKH�ILHOG��ZKR�VWDWH�WKDW�
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&RPSHWLWLRQ�ODZ�DQG�SROLF\�FDQ�EH�VHHQ�DV�MXVW�RQH�RI�D�EURDG�VHW�RI�SROLF\�WRROV�UHTXLUHG�WR�FUHDWH�DQ�HIILFLHQW�PDUNHW�HFRQRP\��«��([SHULHQFH�VXJJHVWV�WKDW�LQ�WKH�SURFHVV�RI�WUDQVLWLRQ�WR�D�OHVV�UHJXODWHG�DQG�PRUH�RSHQ�HFRQRP\�WKH�H[LVWHQFH�DQG�DSSOLFDWLRQ�RI�FRPSHWLWLRQ�ODZ�FDQ�XVHIXOO\�VXSSRUW�RWKHU�SROLF\���DQG
«7KH�QHZ�FRPSHWLWLRQ�ODZ�SURJUDP�>VKRXOG@�EH�LQWURGXFHG�LQ�SKDVHV�WR�FRUUHVSRQG�WR�WKH�GHYHORSPHQW�RI�LQVWLWXWLRQDO�IRXQGDWLRQV�RQ�ZKLFK�UREXVW��VXEVWDQWLDO�FRPSHWLWLRQ�ODZ�V\VWHPV�UHVW��7KH�ILUVW�SKDVH�VKRXOG�HPSKDVL] H�WKH�FRQVWUXFWLRQ�RI�WKH�QHZ�DJHQF\�«,Q�WKH�VHFRQG�SKDVH�WKH�DJHQF\�ZRXOG�EHJLQ�SXUVXLQJ�DQ�HQIRUFHPHQW�DJHQGD�WKDW�FRQFHQWUDWHV�RQ�UHGUHVVLQJ�UHDGLO\�SURYHQ��SXEOLFO\�LPSRVHG�LPSHGLPHQWV�WR�ULYDOU\ ���

,QVWLWXWLRQDO�VWUXFWXUHV6LJQLILFDQW�GHEDWH�H[LVWV�DURXQG�WKH�JOREH�DV�WR�WKH�PRVW�DSSURSULDWH�IUDPHZRUN�IRU�DGPLQLVWHULQJ�HFRQRPLF��WHFKQLFDO�DQG�FRPSHWLWLRQ�UHJXODWLRQ���$PRQJ�WKH�LVVXHV�FRQVLGHUHG�KDYH�EHHQ�WKH�PHULWV�RI�JHQHUDO�YHUVXV LQGXVWU\�VSHFLILF�FRPSHWLWLRQ�UHJXODWLRQ�DQG�RI�LQWHJUDWHG�YHUVXV VHSDUDWH�DGPLQLVWUDWLRQ�RI�HFRQRPLF��WHFKQLFDO�DQG�FRPSHWLWLRQ�UHJXODWLRQ�*HQHUDO�YV��LQGXVWU\�VSHFLILF�FRPSHWLWLRQ�UHJXODWLRQ6HFWRU�VSHFLILF�UHJXODWLRQ�ULVNV�UHJXODWRU\�µFDSWXUH¶�DQG��E\�GHILQLWLRQ��FUHDWHV�D�QHHG�WR�GHILQH�MXULVGLFWLRQDO�ERXQGDULHV���7KDW�LQ�WXUQ�FDQ�FUHDWH�SUREOHPV�UHODWLQJ�WR�UHJXODWRU\�XQFHUWDLQW\�DQG�LQFRQVLVWHQF\�LQ�WKH�DSSOLFDWLRQ�RI�ODZV���,W�FDQ�DOVR�EULQJ�DERXW�FRPSHWLWLYH�GLVWRUWLRQV�DQG�PLVDOORFDWLRQ�RI�UHVRXUFHV�FDXVHG�E\�FRPSHWLQJ�ILUPV�EHLQJ�VXEMHFWHG�WR�GLIIHUHQW�UHJXODWRU\�UHJLPHV��DV�ZHOO�DV�FRPSHWLWLYH�GLVWRUWLRQV�DULVLQJ�IURP�UHJXODWRUV�WU\LQJ�WR�SUHVHUYH�WKHLU�MXULVGLFWLRQ�RYHU�ILUPV�E\�UHVWULFWLQJ�WKH�EXVLQHVVHV�WKDW�UHJXODWHG�HQWLWLHV�FDQ�HQJDJH�LQ�7KH�VHULRXVQHVV�RI�WKHVH�UHJXODWRU\�ULVNV�LV�VLJQLILFDQWO\�LQFUHDVHG�LI�VHFWRU�VSHFLILF�UHJXODWRUV�DOVR�DFTXLUH�FRPSHWLWLRQ�ODZ�HQIRUFHPHQW�IXQFWLRQV�DQG�SURFHHG�WR�HODERUDWH�GLIIHUHQW�FRPSHWLWLRQ�ODZV�IRU�GLIIHUHQW�VHFWRUV�$�JHQHUDO�FRPSHWLWLRQ�DJHQF\�LV�OLNHO\�WR�KDYH�D�QXPEHU�RI�NH\�DGYDQWDJHV�RYHU�VHFWRU�VSHFLILF�UHJXODWRUV���,Q�JHQHUDO��WKH\�DUH�PRUH�DWWXQHG�WR�SXUVXLQJ�HFRQRPLF�HIILFLHQF\��ZKLFK�LV�DUJXDEO\�WKH�SULQFLSDO�UHDVRQ�IRU�LQWURGXFLQJ�FRPSHWLWLRQ���)XUWKHUPRUH��WKH\�DUH�PRUH�FRQYLQFHG�WKDW�FRPSHWLWLRQ�WUXO\�ZLOO�SURGXFH�VLJQLILFDQW�EHQHILWV��DQG�KDYH�D�JUHDWHU�VHOI�LQWHUHVW�LQ�GHPRQVWUDWLQJ�WKLV�LQ�DV�PDQ\�VHFWRUV�DV�SRVVLEOH��$�JHQHUDO�DJHQF\�LV�DOVR�PRUH�
�� &RPSHWLWLRQ�/DZ�IRU�'HYHORSLQJ�(FRQRPLHV���$3(&�7UDGH�DQG�,QYHVWPHQW�&RPPLWWHH������
�� :LOOLDP�(��.RYDFLF���*HWWLQJ�VWDUWHG�± &UHDWLQJ�QHZ�&RPSHWLWLRQ�3ROLF\�,QVWLWXWLRQV�LQ�7UDQVLWLRQ�(FRQRPLHV��������
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OLNHO\�WR�EH�IDPLOLDU�ZLWK�ZKDW�FRQVWLWXWHV�D�FRPSHWLWLYH�PDUNHW�DQG�ZKDW�WKUHDWHQV�LW���7KXV��LW�ZRXOG�IDYRU�VWUXFWXUDO�UHPHGLHV�WKDW�ZRXOG�SUREDEO\�SURYH�WR�EH�D�EHWWHU�LQVWUXPHQW�IRU�GHYHORSLQJ�FRPSHWLWLRQ�WKDQ�GHSHQGHQFH�RQ�D�VHW�RI�UXOHV�7KH�LPSRUWDQFH�RI�KDYLQJ�D�JHQHULF�FRPSHWLWLRQ�ODZ�DGPLQLVWHUHG�E\�D�VLQJOH�UHJXODWRU�LV�HPSKDVL]HG�HYHQ�PRUH�LQ�WKH�FXUUHQW�FOLPDWH�RI�FRQYHUJHQFH�LQ�YDULRXV�VHFWRUV��VXFK�DV�LQIRUPDWLRQ�WHFKQRORJ\�DQG�WHOHFRPPXQLFDWLRQV���7KLV�HQYLURQPHQW�SODFHV�HYHQ�JUHDWHU�UHOLDQFH�RQ�JHQHUDO�FRPSHWLWLRQ�ODZV�UDWKHU�WKDQ�LQGXVWU\�VSHFLILF�UHJXODWLRQ�,QWHJUDWHG�YV��VHSDUDWH�DGPLQLVWUDWLRQ�RI�HFRQRPLF��WHFKQLFDO�DQG�FRPSHWLWLRQ�UHJXODWLR Q6HSDUDWLRQ�RI�UHJXODWRU\�GXWLHV�EHWZHHQ�FRPSHWLWLRQ��WHFKQLFDO�DQG�HFRQRPLF�UHJXODWRUV�HQWDLOV�WKH�ULVN�WKDW�FRPSHWLWLRQ�UHJXODWRUV�ZLOO�QRW�DOZD\V�KDYH�WKH�VDPH�OHYHO�RI�WHFKQLFDO�NQRZOHGJH�WKDW�FDQ�EH�DFKLHYHG�E\�DQ�LQWHJUDWHG�LQGXVWU\�UHJXODWRU���:KHUH�VXFK�VHSDUDWLRQ�RFFXUV��FRRSHUDWLRQ�DQG�FRRUGLQDWLRQ�LV�REYLRXVO\�YLWDO�WR�DYRLG�LQFRQVLVWHQW�GHFLVLRQV�DQG�GLVFRXUDJH�LQYHVWPHQW�WKDW�ZLOO�RWKHUZLVH�UHVXOW�WKURXJK�WKH�DSSOLFDWLRQ�RI�LQFRQVLVWHQW�VHWV�RI�SROLFLHV���,Q�RUGHU�WR�DYRLG�WKLV�SUREOHP��FRRSHUDWLYH�OLQNV�PXVW�EH�IRUJHG�EHWZHHQ�FRPSHWLWLRQ�RIILFHV�DQG�VHFWRU�VSHFLILF�WHFKQLFDO�UHJXODWRUV�
7UDQVSDUHQF\�DQG�$FFRXQWDELOLW\7UDQVSDUHQF\�DQG�DFFRXQWDELOLW\�DUH�HVVHQWLDO�WR�HQVXUH�WKDW�EXVLQHVVHV�DQG�FRQVXPHUV�NQRZ�ZKDW�OHJDO�FRQGLWLRQV�WKH\�RSHUDWH�XQGHU�DQG�WR�IDFLOLWDWH�LQWHU�JRYHUQPHQWDO�FRRSHUDWLRQ���7KLV�DSSOLHV�ERWK�H[�DQWH �IRUPXODWLQJ�FOHDU�UXOHV�IRU�SRWHQWLDO�HFRQRPLF�RSHUDWRUV��DQG�H[�SRVW �PDNLQJ�WKRVH�FRQFHUQHG�DZDUH�RI�HQIRUFHPHQW�GHFLVLRQV���7KH�DFWLRQV�PRVW�HVVHQWLDO�WR�SURPRWLQJ�WKH�WUDQVSDUHQF\�DQG�DFFRXQWDELOLW\�RI�WKH�FRPSHWLWLRQ�SROLF\�V\VWHP��ERWK�LQ�WHUPV�RI�WKH�ODZV�DQG�LWV�UHJXODWRUV��HVVHQWLDOO\�HQWDLO�YLJRURXV�SXEOLFDWLRQ���)RUHPRVW��ODZV�DQG�UHJXODWLRQV�VKRXOG�EH�PDGH�SXEOLFO\�DYDLODEOH��6HFRQG��DQ\�FXUUHQW�JDSV�LQ�FRYHUDJH�VKRXOG�EH�VSHFLILHG�DQG�FRQVLGHUDWLRQ�VKRXOG�EH�JLYHQ�WR�D�µVWDQGVWLOO¶�RU�µUROO�EDFN¶�RI�VXFK�JDSV���,I�DQ\�VSHFLDO�UXOHV�H[LVW�IRU�FHUWDLQ�VHFWRUV��WKH\�VKRXOG�DOVR�EH�VSHFLILHG���$OO�H[FHSWLRQV�WR�ODZV�DQG�UHJXODWLRQV�VKRXOG�EH�SXEOLFO\�VWDWHG�DQG�MXVWLILHG���:KHUH�H[HPSWLRQV�H[LVW��H[HPSWLRQ�FULWHULD�± ZKHWKHU�SUHGHWHUPLQHG�RU�WKURXJK�UXOH�RI�UHDVRQ�DQDO\VLV�± VKRXOG�EH�VHW�RXW�LQ�WKH�SXEOLVKHG�UHJLPH�RU�JXLGHOLQHV��RU�MXGLFLDO�RSLQLRQV���7KLUG��SURYLVLRQV�VKRXOG�EH�PDGH�WR�HQVXUH�WKDW�PRGLILFDWLRQV�WR�WKH�UHJLPH�DUH�UHJXODUO\�SXEOLVKHG���)LQDOO\��WUDQVSDUHQF\�RI�WKH�HQIRUFHPHQW�SROLF\�VKRXOG�DOVR�EH�HVWDEOLVKHG�WKURXJK�WKH�SXEOLFDWLRQ�RI�SULRULWLHV��JXLGHOLQHV��FDVH�VHOHFWLRQ�FULWHULD�DQG�H[HPSWLRQ�FULWHULD��&DVH�GHFLVLRQV�VKRXOG�EH�SXEOLFL]HG�DQG�H[SODLQHG��SDUWLFXODUO\�ZKHUH�
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FRPSHWLWLRQ�DXWKRULWLHV�PDNH�D�QHJDWLYH�GHFLVLRQ�RQ�D�FDVH��SXEOLFDWLRQ�H[SODQDWLRQ�RI�VXFK�GHFLVLRQV�E\�WKH�FRPSHWLWLRQ�DXWKRULWLHV�VKRXOG�EH�SXUVXHG�ZKHUH�SRVVLEOH���<HW��LQ�RUGHU�WR�IXOO\�JDLQ�FRQVXPHU�DQG�EXVLQHVV�FRQILGHQFH��DGGLWLRQDO�PHDVXUHV�PXVW�EH�WDNHQ�WR�HQVXUH�WKH�WUDQVSDUHQF\�DQG�DFFRXQWDELOLW\�RI�WKH�HQIRUFHPHQW�DJHQF\�DQG�WKH�ERG\�WKDW�VHHV�DSSHDOV�WR�WKH�FRPSHWLWLRQ�ODZV�7KH�(QIRUFHPHQW�$JHQF\7KH�PLVVLRQ�RI�D�JHQHUDO�FRPSHWLWLRQ�HQIRUFHPHQW�DJHQF\�FRXOG�EH�H[SHFWHG�WR�HQKDQFH�WKH�WRWDO�ZHOIDUH�RI�WKH�HFRQRP\¶V�SHRSOH�E\�DFKLHYLQJ�FRPSUHKHQVLYH�FRPSOLDQFH�ZLWK�WKH�FRPSHWLWLRQ�OHJLVODWLRQ�DQG�LWV�REMHFWLYHV��&RPSOLDQFH�LV�DWWDLQHG�E\�WLPHO\�DQG�HIILFLHQW�HQIRUFHPHQW�DFWLRQ��FRPSHWLWLRQ�SROLF\�DGYRFDF\��LQIRUPDWLRQ�GLVVHPLQDWLRQ�DQG�LQFUHDVLQJ�PDUNHW�WUDQVSDUHQF\�)RU�D�FRPSHWLWLRQ�DJHQF\�WR�SURYLGH�WLPHO\�DQG�HIILFLHQW�DGPLQLVWUDWLRQ�DQG�HQIRUFHPHQW�RI�WKH�FRPSHWLWLRQ�OHJLVODWLRQ��LW�LV�LPSRUWDQW�WKDW�LW�DGRSW�D�SUHGLFWDEOH�DQG�WUDQVSDUHQW�DSSURDFK�± ERWK�LQWHUQDO�DQG�H[WHUQDO�WR�WKH�RUJDQL]DWLRQ�,QWHUQDO�RSHQQHVV�FDQ�EH�FUHDWHG�E\�UHJXODUO\�FRPPXQLFDWLQJ�PDQDJHPHQW�JRDOV�DQG�REMHFWLYHV��PLQLPL]LQJ�UHSRUWLQJ�OD\HUV��GHYHORSLQJ�HIILFLHQW�,7�V\VWHPV�DQG�SURYLGLQJ�WKH�QHFHVVDU\�VXSSRUW�DQG�HPSRZHUPHQW�WR�HPSOR\HHV�WR�HVWDEOLVK�DQ�LQWHUHVWHG�DQG�PRWLYDWHG�ZRUNIRUFH�([WHUQDO�RSHQQHVV�ZRXOG�LQFOXGH�WKH�GHYHORSPHQW�RI�HDVLO\�UHDGDEOH�EURFKXUHV�FRQFHUQLQJ�WKH�OHJLVODWLRQ�DQG�WKH�FUHDWLRQ�RI�D�ZHE�VLWH�RQ�WKH�,QWHUQHW�ZKLFK�FRXOG�H[SODLQ�WKH�SXUSRVHV�DQG�VWUXFWXUH�RI�WKH�RUJDQL]DWLRQ��IDFLOLWDWH�FRPSODLQW�KDQGOLQJ��SURYLGH�LQIRUPDWLRQ�RQ�WKH�YDULRXV�SURYLVLRQV�RI�WKH�FRPSHWLWLRQ�OHJLVODWLRQ�DQG�SXEOLF�QRWLFHV�RI�GHFLVLRQV��$�UHJXODWRU�VKRXOG�EH�UHTXLUHG�WR�SURWHFW�FRPPHUFLDO�VHFUHWV�DQG�RWKHU�FRQILGHQWLDO�LQIRUPDWLRQ��LQ�RUGHU�WR�VHFXUH�FRQILGHQFH�LQ�LWV�LPSDUWLDOLW\�DQG�WR�HQFRXUDJH�IUDQN�DQG�FRPSOHWH�GLVFORVXUH�&RPSHWLWLRQ�$SSHDO�$GMXGLFDWLYH�%RG\,Q�RUGHU�WR�SURPRWH�WUDQVSDUHQF\�DQG�DFFRXQWDELOLW\�IRU�GHFLVLRQV��LW�LV�FRQVLGHUHG�LPSRUWDQW�WKDW�DQ�DSSHDO�ERG\�H[LVW�WR�FRQVLGHU�PDWWHUV�WKDW�DUH�GHDOW�ZLWK�E\�WKH�FRPSHWLWLRQ�HQIRUFHPHQW�DJHQF\���$Q�DSSHDO�ERG\�LV�QHFHVVDU\�WR�SURWHFW�WKH�LQWHJULW\�RI�WKH�GHFLVLRQ�PDNLQJ�SURFHVV���,W�LV�DOVR�LPSRUWDQW�WKDW�WKLV�OHYHO�RI�DFFRXQWDELOLW\�LV�ERWK�UHDO�DQG�SHUFHLYHG�LQ�WKH�ZLGHU�FRPPXQLW\�
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,QGHSHQGHQFH7KH�QHHG�IRU�LQGHSHQGHQFH�WLHV�LQ�ZLWK�VHYHUDO�RWKHUV�LVVXHV�WKDW�KDYH�DOUHDG\�EHHQ�PHQWLRQHG��QDPHO\�LQVWLWXWLRQDO�VWUXFWXUHV�DQG�WUDQVSDUHQF\���,W�LV�LPSRUWDQW�WKDW�WKH�FRPSHWLWLRQ�UHJLPH�LV�DGPLQLVWHUHG�ERWK�IXQFWLRQDOO\�DQG�RSHUDWLRQDOO\�LQGHSHQGHQW�RI�JRYHUQPHQW�± HYHQ�WKRXJK�LW�LV�OLNHO\�WR�EH�SXEOLFO\�IXQGHG���,I�WKLV�LQGHSHQGHQFH�LV�QRW�DFKLHYHG��ERWK�LQ�DFWXDO�IDFW�DQG�LQ�WKH�SHUFHSWLRQ�RI�WKH�FRPPXQLW\��WKHQ�GHFLVLRQV�PDGH�XQGHU�WKH�UHJLPH�ZLOO�EH��RU�EH�VHHQ�WR�EH��LQIOXHQFHG�E\�WKH�SROLWLFV�RI�WKH�JRYHUQPHQW�RI�WKH�GD\��DQG�WKHUHIRUH�VXEMHFW�WR�RWKHU�SROLWLFDO�DJHQGDV��ZKLFK�REYLRXVO\�QHHG�QRW�QHFHVVDULO\�EH�LQ�WKH�EHVW�LQWHUHVWV�RI�FRPSHWLWLRQ�DQG�DFKLHYLQJ�FRPSHWLWLYH�PDUNHW�RXWFRPHV�
(QIRUFHPHQW$�FRPSUHKHQVLYH�UHJLPH�DQG D�ZHOO�VWUXFWXUHG�LQVWLWXWLRQDO�IUDPHZRUN�IRU�FRPSHWLWLRQ��FRQVXPHU�SURWHFWLRQ�DQG�HFRQRPLF�UHJXODWLRQ�DUH�RQO\�SDUW�RI�WKH�HTXDWLRQ���(YHQ�ZLWK�WKH�ULJKW�µV\VWHPV¶�LQ�SODFH��WKHVH�V\VWHPV�ZLOO�EH�ZRUWKOHVV�XQOHVV�WKH�LPSOHPHQWDWLRQ��DGPLQLVWUDWLRQ�DQG�HQIRUFHPHQW�RI�WKHVH�V\VWHPV�DUH�DOVR�HIIHFWLYH���(QIRUFHPHQW�LV�WKHUHIRUH�D�YLWDO�SDUW�RI�DQ\�UHJXODWRU\�UHJLPH�5HJDUGOHVV�RI�ZKHWKHU�FRPSHWLWLRQ�UHJLPHV�KDYH�EHHQ�SXW�LQ�SODFH��GHYHORSLQJ�FRXQWULHV�LQ�SDUWLFXODU�IDFH�VSHFLDO�FKDOOHQJHV�LQ�HVWDEOLVKLQJ�HIIHFWLYH FRPSHWLWLRQ�ODZV�DQG�SROLFLHV���7KLV�LV�RIWHQ�DWWULEXWDEOH�WR�SUREOHPV�RI�GHYHORSLQJ�D�FXOWXUH�RI�FRPSHWLWLRQ��ZHDN�HQIRUFHPHQW�FDSDELOLWLHV�DQG�FRXUW�V\VWHPV��DV�ZHOO�DV�PDUNHWV�WKDW�PD\�EH�FKDUDFWHUL]HG�E\�KLJK�GHJUHHV�RI�FRQFHQWUDWLRQ�DQG�KLVWRULHV�RI�VWDWH�LQWHUYHQWLRQ�WKDW�WHQG�WR�IDFLOLWDWH�OREE\LQJ�E\�YHVWHG�LQWHUHVWV�DJDLQVW�WKH�LQWURGXFWLRQ�RI�QHZ�FRPSHWLWLRQ��� 0RUH�JHQHUDOO\�WKHUH�LV�WKH�VSHFLDO�FKDOOHQJH�RI�GHYHORSLQJ�WKH�SROLWLFDO�ZLOO�WR�VHH�FRPSHWLWLRQ�ODZ�HQIRUFHG�DJDLQVW�SRZHUIXO�HFRQRPLF�DQG�EXVLQHVV�LQWHUHVWV�,W�LV�YLWDO�WR�NHHS�LQ�PLQG�WKDW�HQIRUFHPHQW�LV�QRW�DQ�HQG�LQ�LWVHOI��EXW�UDWKHU�D�WRRO�WR�DFKLHYH�WKH�SULPDU\�REMHFWLYH�RI�DFKLHYLQJ�FRPSOLDQFH�ZLWK�WKH�ODZ�LQ�RUGHU�WR�IRVWHU�FRPSHWLWLYH��HIILFLHQW��IDLU�DQG�LQIRUPHG�PDUNHWV��(QIRUFHPHQW�DFWLRQ�VKRXOG�EH�WDNHQ��QRW�VLPSO\�WR�ZLQ�LQ�FRXUW��EXW�WR�DFKLHYH�UHVXOWV�LQ�WKH�PDUNHW�SODFH���7KHVH�UHVXOWV�LQFOXGH�x 6WRSSLQJ DQWL�FRPSHWLWLYH�FRQGXFW�TXLFNO\�x &RPSHQVDWLQJ DQ\�SHUVRQ�ZKR�KDV�VXIIHUHG�ORVV�RU�GDPDJH�DV�D�UHVXOW�RI�WKH�FRQWUDYHQWLRQ�RI�WKH�ODZ�x 8QGRLQJ WKH�HIIHFWV�RI�WKH�FRQWUDYHQWLRQ�
�� 2(&' 7UDGH�DQG�&RPSHWLWLRQ�3ROLFLHV��([SORULQJ�:D\V�)RUZDUG ��������SS����± ���
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x 3UHYHQWLQJ D�IXWXUH�FRQWUDYHQWLRQ�RI�WKH�ODZ��ERWK�LPPHGLDWHO\�DQG�LQ�WKH�ORQJHU�WHUP�x 3URYLGLQJ�D�GHWHUUHQFH LQ�WKH�FRPPXQLW\�DW�ODUJH�DQG�LQ�SDUWLFXODU�LQ�WKH�LQGXVWU\�FRQFHUQHG�E\�PHDQV�RI�SXEOLFLW\��DQGx 3XQLVKLQJ WKH�RIIHQGHU�$�SULYDWH�ULJKW�WR�OLWLJDWLRQ�RU�WKH�HVWDEOLVKPHQW�RI�DQ�LQGHSHQGHQW�DJHQF\�WR�HQIRUFH�WKH�UHJLPH��DORQH��DUH�XQOLNHO\�WR�DFKLHYH�DOO�RI�WKH�UHVXOWV�OLVWHG�DERYH���7R�GR�VR��WKHUH�SUREDEO\�QHHGV�WR�EH�ERWK�D�ULJKW�RI�SULYDWH�DFWLRQ�DQG�DQ�HQIRUFHPHQW�DJHQF\�,W�LV�LPSRUWDQW�LQ�DQ\�HQIRUFHPHQW�DFWLRQ�WKDW�LQYHVWLJDWLRQV�DQG�DQ\�UHVXOWLQJ�OLWLJDWLRQ�DUH�ZHOO�SODQQHG��ZRUNLQJ�WRZDUGV�WKH�LGHQWLILHG�REMHFWLYHV�RI�WKH�HQIRUFHPHQW�DFWLRQ�ZKLOH�ZRUNLQJ�ZLWKLQ�VWDWHG�SULRULWLHV���(IIHFWLYH�LQYHVWLJDWLRQ�SODQQLQJ�DOORZV�WKH�DFKLHYHPHQW�RI�WLPHO\�DQG�IDLU�RXWFRPHV�LQ�DQ�HIILFLHQW�PDQQHU�
5HYLHZ�DQG�$FFHVV�WR�5HPHGLHV�¤ 'XH�3URFHVV,Q�RUGHU�WR�SURPRWH�WUDQVSDUHQF\�DQG�DFFRXQWDELOLW\�IRU�GHFLVLRQV�DQG�WR�SURYLGH�QDWXUDO�MXVWLFH��LW LV�FRQVLGHUHG�LPSRUWDQW�WKDW�ERWK�PHULWV�DQG�SURFHVV�UHYLHZ�PHFKDQLVPV�H[LVW���6XFK�PHFKDQLVPV�ZLOO�SURWHFW�WKH�LQWHJULW\�RI�WKH�GHFLVLRQ�PDNLQJ�SURFHVV���,W�LV�DOVR�LPSHUDWLYH�WKDW�WKLV�OHYHO�RI�DFFRXQWDELOLW\�LV�ERWK�UHDO�DQG�SHUFHLYHG�WR�EH�VXFK�LQ�WKHZLGHU�FRPPXQLW\�,Q�DGGLWLRQ��ILUPV�VKRXOG�UHFHLYH�HIIHFWLYH�DFFHVV�WR�GRPHVWLF�MXGLFLDO�RU�DGPLQLVWUDWLYH�UHPHGLHV�RQ�D�QRQ�GLVFULPLQDWRU\�EDVLV���&RQVLGHUDWLRQ�VKRXOG�EH�JLYHQ�WR�LPSOHPHQWLQJ�WKH�IROORZLQJ�W\SHV�RI�SURYLVLRQV�LQ�D�FRPSHWLWLRQ�UHJLPH�x 7KH�ULJKWV�RI�FRPSODLQDQWV�WR�SHWLWLRQ WKH�FRPSHWLWLRQ�DXWKRULW\�DQG�VHHN�H[SODQDWLRQV�IRU�LQDFWLRQ�RQ�PDWWHUV�x 7KH�ULJKWV�RI�FRPSODLQDQWV�WR�EULQJ�FRPSODLQWV�EHIRUH�WKH�FRPSHWLWLRQ�DXWKRULW\ �x 7KH�ULJKWV�RI�SULYDWH�SDUWLHV�WR�DFFHVV�WKH�MXGLFLDO�V\VWHP WR�VHHN�UHPHGLHV�IRU�LQMXU\�VXIIHUHG�E\�DQWL�FRPSHWLWLYH�SUDFWLFHV�x 'XH�SURFHVV�IRU�DOO�SDUWLHV� LQ�DGPLQLVWUDWLYH�RU�MXGLFLDO�SURFHGXUHV�LQFOXGLQJ�SURWHFWLRQ�RI�FRQILGHQWLDO�LQIRUPDWLRQ�x :KHUH�WKH�FRPSHWLWLRQ�DXWKRULW\�PDNHV�GLVSRVLWLYH�FDVH�GHFLVLRQV��WKH�SXEOLFDWLRQ�H[SODQDWLRQ�RI�VXFK�GHFLVLRQV�E\�WKH�FRPSHWLWLRQ�DXWKRULW\ ��DQGx $SSURSULDWH�DFFHVV�WR�DYHQXHV�RI�DSSHDO RQ�PHULWV�DQG�SURFHVV�1RQ�GLVFULPLQDWLRQ�DQG�1DWLRQDO�7UHDWPHQW,W�LV�H[SHFWHG�WKDW�WKH�SULQFLSOHV�RI�QRQ�GLVFULPLQDWLRQ�DQG�QDWLRQDO�WUHDWPHQW ZRXOG�EH�DSSOLHG�LQ�WKH�VXEVWDQFH�RI�DQ\�UHJLPH�DV�ZHOO�DV�WR�DGPLQLVWUDWLYH�SURFHVVHV�RU�



(&(6�:3���)HOV�1RYHPEHU�����

��

SURFHGXUHV��LQFOXGLQJ�HQIRUFHPHQW���7KLV�ZRXOG�PHDQ�WKDW�FRPSHWLWLRQ�ODZV�DQG�WKHLU�HQIRUFHPHQW��GH�MXUH�RU�GH�IDFWR��ZRXOG�LQYROYH�QR�GLVFULPLQDWLRQ�EHWZHHQ�IRUHLJQ DQG�GRPHVWLF�ILUPV¶�SURGXFWV��VHUYLFHV�RU�LQYHVWPHQWV��RU�DPRQJ�IRUHLJQ�ILUPV¶�SURGXFWV��VHUYLFHV�RU�LQYHVWPHQWV�6SHFLDO�DQG�GLIIHUHQWLDO�WUHDWPHQW�IRU�GHYHORSLQJ�HFRQRPLHV"7KH�TXHVWLRQ�RI�ZKHWKHU�GHYHORSLQJ�HFRQRPLHV�VKRXOG�EH�DIIRUGHG�VSHFLDO�RU�GLIIHUHQWLDO�WUHDWPHQW�LV�RQH�ZKLFK�KDV�EHHQ�GHEDWHG�DW�OHQJWK�LQ�IRUXPV�VXFK�DV�WKH�:72�DQG�WKH�2(&'��DPRQJVW�RWKHUV�,W�KDV�EHHQ�DUJXHG�WKDW�LW�LV�QRW�UHDOLVWLF�WR�H[SHFW�GHYHORSLQJ�FRXQWULHV�ZLWK�IUDJLOH�HFRQRPLHV�WR�FRPSHWH�RQ�D�OHYHO�SOD\LQJ�ILHOG�ZLWK�HVWDEOLVKHG�LQGXVWULDO�FRXQWULHV���+RZHYHU��WKH�SURWHFWLRQ�RI�GRPHVWLF�LQGXVWU\�YLD�LPSRUW�VXEVWLWXWLRQ�SROLFLHV�DQG�LQIDQW�LQGXVWU\�SURWHFWLRQ�ZDV�LQFUHDVLQJO\�FKDOOHQJHG�ZLWKLQ�WKH�:72�IUDPHZRUN�DV�HYLGHQFH�PRXQWHG�VXJJHVWLQJ�WKDW�UDWKHU�WKDQ�LQFUHDVLQJ�WKHLU�LQWHJUDWLRQ�LQWR�WKH�WUDGLQJ�V\VWHP��WKH�LQGXVWULHV�WKDW�GHYHORSHG�EHKLQG�SXQLWLYH�WDULIIV�ZHUH�QRW�LQWHUQDWLRQDOO\�FRPSHWLWLYH���7KHUHIRUH��LQVWHDG�RI�FUHDWLQJ�SURWHFWLRQLVW�UHJLPHV�IRU�GHYHORSLQJ�HFRQRPLHV��LW�LV�FRQVLGHUHG�PXFK�PRUH�HIIHFWLYH�WR�DOORZ�WUDQVLWLRQDO�DUUDQJHPHQWV�LQ�WKH�PRYH�WR�IXOO\�OLEHUDOL]HG�DQG�FRPSHWLWLYH�HFRQRPLHV�DQG�WR�SODFH�HPSKDVLV�RQ�WKH�QHHG�IRU�WHFKQLFDO�DVVLVWDQFH�WR�KHOS�GHYHORSLQJ�HFRQRPLHV�GXULQJ�WKLV�SHULRG�RI�WUDQVLWLRQ���$�FRPSHWLWLRQ�UHJLPH�WKDW�LV�IOH[LEOH�DQG�SURJUHVVLYH�LV�FRQVLGHUHG�DSSURSULDWH�LQ�WKH�FRQWH[W�RI�GHYHORSLQJ�HFRQRPLHV�
&RPSHWLWLYH�1HXWUDOLW\7KH�REMHFWLYH�RI�FRPSHWLWLYH�QHXWUDOLW\�SROLF\�LV�WKH�HOLPLQDWLRQ�RI�UHVRXUFH�DOORFDWLRQ�GLVWRUWLRQV�DULVLQJ�RXW�RI�WKH�SXEOLF�RZQHUVKLS�RI�HQWLWLHV�HQJDJHG�LQ VLJQLILFDQW�EXVLQHVV�DFWLYLWLHV��*RYHUQPHQW�EXVLQHVVHV�VKRXOG�QRW�HQMR\�DQ\�QHW�FRPSHWLWLYH�DGYDQWDJH�VLPSO\�DV�D�UHVXOW�RI�WKHLU�SXEOLF�VHFWRU�RZQHUVKLS���7KHVH�SULQFLSOHV�RQO\�DSSO\�WR�WKH�EXVLQHVV�DFWLYLWLHV�RI�SXEOLFO\�RZQHG�HQWLWLHV��QRW�WR�WKH�QRQ�EXVLQHVV��QRQ�SURILW�DFWLYLWLHV�RI�WKHVH�HQWLWLHV�8QGHU�WKH�&RPSHWLWLRQ�3ULQFLSOHV�$JUHHPHQW VLJQHG�LQ������DOO�$XVWUDOLDQ�*RYHUQPHQWV�KDYH�XQGHUWDNHQ�WR�DSSO\�WKH�FRPSHWLWLYH�QHXWUDOLW\�SULQFLSOH�WR�WKHLU�EXVLQHVV�DFWLYLWLHV�
�� 6HH�0��3DQJHWVX��³6SHFLDO�DQG�'LIIHUHQWLDO�7UHDWPHQW�LQ�WKH�0LOOHQQLXP���6SHFLDO�IRU�:KRP�DQG�+RZ�'LIIHUHQW"´��:RUOG�(FRQRP\�������9RO��������DW������
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9,,,� %XLOGLQJ�&RQVHQVXV�DQG�$FKLHYLQJ�&RPSOLDQFH
7KH�$&&&�SODFHV�D�KLJK�SULRULW\�RQ�LWV�LQIRUPDWLRQ��FRPSOLDQFH�DQG�PHGLD�VWUDWHJLHV�LQ�RUGHU�WR�DFKLHYH�FRPSOLDQFH�ZLWK�WKH�ODZ�DQG�WR�EXLOG�FRQVHQVXV�LQ�WKH�FRPPXQLW\�RQ�WKH�YDOXH�RI�KDYLQJ�D�FRPSUHKHQVLYH�FRPSHWLWLRQ�UHJLPH���,Q�RUGHU�WR�JDLQ�WKH�JUHDWHVW�OHYHOV�RI�FRPSOLDQFH�ZLWK�WKH�7UDGH�3UDFWLFHV�$FW����� �WKH�73$���WKH�$&&&�DOVR�VHHNV�WR�LQWHJUDWH�LWV�HQIRUFHPHQW�DFWLYLWLHV�ZLWK�DOWHUQDWLYH�PHDQV�RI�JDLQLQJ�FRPSOLDQFH��$�SULQFLSOH�REMHFWLYH�RI�WKH�$&&&¶V�JXLGDQFH�DQG�LQIRUPDWLRQ DFWLYLWLHV�LV�WR�LQFUHDVH�NQRZOHGJH�RI�ULJKWV�DQG�REOLJDWLRQV�XQGHU�WKH�7UDGH�3UDFWLFHV�$FW�DQG�RWKHU�OHJLVODWLRQ�XQGHU�ZKLFK�WKH�$&&&�KDV�UHVSRQVLELOLWLHV���7KH�$&&&�IXUWKHU�VWULYHV�WR�LQFUHDVH�SXEOLF�XQGHUVWDQGLQJ�RI�WKH�$&&&¶V�RZQ�SURFHGXUHV�DQG�SROLFLHV��DQG�FRQWULEXWH�PRUH�JHQHUDOO\�WR�SXEOLF�DZDUHQHVV�RI�FRPSHWLWLRQ�DQG�FRQVXPHU�SURWHFWLRQ�DQG�XWLOLW\�UHJXODWLRQ�LVVXHV�$�GHJUHH�RI�IOH[LELOLW\�LV�QHFHVVDU\�LQ�SODQQLQJ�JXLGDQFH�DQG�LQIRUPDWLRQ�SURJUDPV�LQ�RUGHU�WR�HQVXUH�D�SURPSW�UHVSRQVH�WR�QHZ�RU�XQH[SHFWHG�LVVXHV�
(GXFDWLRQ�DQG�,QIRUPDWLRQ(GXFDWLRQ�DQG�LQIRUPDWLRQ�DFWLYLWLHV�SOD\�D�YLWDO�UROH�LQ�WKH�$&&&¶V�ZRUN���$V�D�UHVXOW��WKH�$&&&�GHYRWHV�FRQVLGHUDEOH�UHVRXUFHV�WR�SURJUDPV�DQG�DFWLYLWLHV�GHVLJQHG�WR�LPSURYH�FRPPXQLW\�DZDUHQHVV�RI�WKH�73$¶V�UHTXLUHPHQWV���,Q�JHQHUDO��WKH�REMHFWLYH�RI�WKHVH�SURJUDPV�LV�WR�LPSURYH�FRPSOLDQFH�ZLWK�WKH�ODZ�DQG�WKHUHE\�WR�UHGXFH�WKH�QHHG�IRU�HQIRUFHPHQW���7KH�$&&&�GRHV�WKLV�LQ�VHYHUDO�ZD\V���0RVW�GLUHFWO\��LW�UHVSRQGV�WR�LQGLYLGXDO�LQTXLULHV�DERXW�WKH�DSSOLFDWLRQ�RI�WKH�73$��E\�SKRQH�RU�FRUUHVSRQGHQFH��DQG�LQIRUPV�WKH�FRPPXQLW\�DW�ODUJH�DERXW�WKH�73$�DQG�LWV�VSHFLILF�LPSOLFDWLRQV�IRU�EXVLQHVV�DQG�FRQVXPHUV���7KH�$&&&�DOVR�GHYHORSV�LQIRUPDWLRQ�SURJUDPV�VSHFLILFDOO\�IRU�LGHQWLILHG�JURXSV�RI�FRQVXPHUV�RU�VSHFLILF�DUHDV�RI LQGXVWU\���,Q�DGGLWLRQ�WR�PHHWLQJ�WKLV�SXEOLF�GHPDQG�IRU�NQRZOHGJH��WKH�&RPPLVVLRQ�UHSRUWV�WR�WKH�JRYHUQPHQW�RQ�UHOHYDQW�DQG�LPSRUWDQW�PDWWHUV�DQG�FRQGXFWV�UHVHDUFK�LQWR�PDWWHUV�WKDW�DIIHFW�FRQVXPHUV�7R�DFKLHYH�WKH�ZLGHVW�SRVVLEOH�GLVVHPLQDWLRQ�RI�LQIRUPDWLRQ��WKH�$&&&�XVHV�D�YDULHW\�RI�PHDQV��LQFOXGLQJ��WKH�PDVV�PHGLD��VHPLQDUV�DQG�VSHHFKHV�GHOLYHUHG�E\�$&&&�&RPPLVVLRQHUV�DQG�VWDII��SXEOLFDWLRQV��DUWLFOHV�SXEOLVKHG�LQ�WUDGH�DQG�LQGXVWU\�DVVRFLDWLRQ�MRXUQDOV��,QWHUQHW�H[SRVXUH��FRQWDFW�ZLWK�EXVLQHVV��SURIHVVLRQDO�DQG�FRQVXPHU�RUJDQL]DWLRQV��DQG�WHOHSKRQH�DGYLFH�DQG�LQIRUPDWLRQ�
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&RPSOLDQFH�(GXFDWLRQ$Q�LPSRUWDQW�IDFHW�RI�$&&&�JXLGDQFH�ZRUN�LV�LWV�DVVLVWDQFH�WR�DVVRFLDWLRQV�DQG�RWKHU�DJHQFLHV�GHYHORSLQJ�SURJUDPV�LQ�LPSURYLQJ�FRPSOLDQFH�ZLWK�WKH�73$�WKURXJK�ERWK�HGXFDWLRQ�DQG�WUDLQLQJ���&RPSOLDQFH�SURJUDPV�KHOS�WR�IRVWHU�DQG�SURPRWH�D�QDWLRQDO�EXVLQHVV�HQYLURQPHQW�RI�FRPSHWLWLYH�FRQGXFW�DQG�FRQVXPHU�RULHQWDWLRQ�7KH�$&&&�XVHG�WR�SURYLGH�WDLORUHG�FRPSOLDQFH�SURJUDPV�IRU�EXVLQHVVHV�GHYLVHG�RQ�WKH�EDVLV�RI�D�ULVN�DQDO\VLV�RI�D�EXVLQHVV�WR�GHWHUPLQH�LWV�SDUWLFXODU�FRPSOLDQFH�WUDLQLQJ�QHHGV���7KH�$&&&�GHFLGHG�WR�GLVFRQWLQXH�WKLV�DVSHFW�RI�LWV�FRPSOLDQFH�HGXFDWLRQ�KRZHYHU��GXH�WR�FRPSODLQWV�RI�SRWHQWLDO�FRQIOLFWV�RI�LQWHUHVW�DQG�FRPSHWLWLYH�QHXWUDOLW\�1RQHWKHOHVV��WKH�$&&&�GRHV�FRQWLQXH�WR�UHVSRQG�WR�UHTXHVWV�IURP�FRPSDQLHV�RYHU�SDUWLFXODU�FRPSOLDQFH�TXHVWLRQV�DQG�SUHVHQW�FRPSOLDQFH�WDONV�WR�FRPSDQLHV�RI�D�JHQHUDO�QDWXUH��H�J��D�JHQHUDO�SUHVHQWDWLRQ�DERXW�FRPSOLDQFH�E\�HOHFWULFLW\�JHQHUDWRUV�EXW�QRW�EDVHG�XSRQ�D�SULRU�DQDO\VLV�RI�WKDW�SDUWLFXODU�FRPSDQ\¶V�QHHGV����,Q�DGGLWLRQ��LW�FRQWLQXHV�WR�SURYLGH�FRPSOLDQFH�WUDLQLQJ�IRU�LQGXVWU\�DVVRFLDWLRQV�DQG�VSHDN�DW�JHQHUDO�FRQIHUHQFHV�7KH�$&&&�HQFRXUDJHV�EXVLQHVVHV�WR�LQVWDOO�HIIHFWLYH�FRPSOLDQFH�SURJUDPV�LQ�KRXVH�WR�SUHYHQW�EUHDFKHV�RI�WKH�73$���8QGHU�$XVWUDOLDQ�WUDGH�SUDFWLFHV�ODZ��D�FRPSDQ\�LV�UHVSRQVLEOH�IRU�WKH�FRQGXFW�RI�HPSOR\HHV�XQGHUWDNHQ�ZLWK�DFWXDO�RU�DSSDUHQW�DXWKRULW\�RI�WKH�FRPSDQ\���,Q�DGGLWLRQ��LQGLYLGXDOV�FDQ�DOVR�EH�OLDEOH�IRU�EUHDFKHV�RI�WKH�73$���7KLV�LV IXUWKHU�UHDVRQ�IRU�HPSOR\HUV�WR�WDNH�DOO�UHDVRQDEOH�VWHSV�WR�LQIRUP�UHOHYDQW�VWDII�DERXW�WKH�SURYLVLRQV�RI�WKH�73$�VR�DV�WR�DYHUW�PLVFRQGXFW�E\�VWDII�7KHUH�DUH�HVVHQWLDOO\�HLJKW�IRUPV�RI�GDPDJH�WKDW�FDQ�UHVXOW�IURP�D�EUHDFK�RI�WKH�73$�DQG�WKXV�EH�SRVVLEO\�DYRLGHG�RU�PLQLPL]HG�E\�DQ�HIIHFWLYH�FRPSOLDQFH�SURJUDP���7KH\�DUH��SHQDOWLHV��FRVW�RI�OLWLJDWLRQ��GDPDJHV��SRRU�SXEOLFLW\�DQG�SXEOLF�UHODWLRQV��GLVUXSWLRQ�WR�PDQDJHPHQW��SRRU�VWDII�PRUDOH��XQZDQWHG�GLVFORVXUH�RI�LQIRUPDWLRQ��DQG�$&&&�VXSHUYLVLRQ�:KLOH�WKH�LPSOHPHQWDWLRQ�RI�D�FRPSOLDQFH�SURJUDP�WKHUHIRUH�UHSUHVHQWV�JRRG�EXVLQHVV�VHQVH��WKH�ODUJH�SHQDOWLHV�LQYROYHG�IRU�EUHDFKHV�RI�WKH�73$�DUH�DOVR��LQ�$XVWUDOLD��D�YHU\�FRPSHOOLQJ�UHDVRQ�IRU�DGRSWLQJ�DQG�PDLQWDLQLQJ�D�FRPSOLDQFH�SURJUDP���$XVWUDOLDQ�FRXUWVZLOO�WDNH�LQWR�DFFRXQW�WKH�IDFW�WKDW�D�FRPSDQ\�KDV�D�FRPSOLDQFH�HGXFDWLRQ�SURJUDP�ZKHQ�DVVHVVLQJ�ZKHWKHU�RU�QRW�D�SHQDOW\�DJDLQVW�LW�VKRXOG�EH�PLWLJDWHG�7KH�$&&&�KDV�GHYHORSHG�LWV�RZQ�FRPSOLDQFH�WUDLQLQJ�SDFNDJH��FDOOHG�%HVW�DQG�)DLUHVW��WR�DVVLVW�EXVLQHVV�DQG�JRYHUQPHQW�EXVLQHVV�HQWHUSULVHV�LQ�GHYHORSLQJ�WKHLU�RZQ�FRPSOLDQFH�SURJUDPV�
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