




L

7DEOH RI &RQWHQWV

3DJH

&RQWHQWV L1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1

,QWURGXFWLRQ 41 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
5HODWLRQVKLS EHWZHHQ 6WUDWHJLF %XVLQHVV 3ODQQLQJ
DQG ,50 3ODQQLQJ 51 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1

&RQWHQWV RI 7KLV ,50 3ODQ 51 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1

7KH 86,7& 6WUDWHJ\ IRU ,QIRUPDWLRQ 0DQDJHPHQW 81 1 1 1 1 1 1 1 1
7HFKQRORJ\ 9LVLRQ 81 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
7HFKQRORJ\ 6WUDWHJ\ 91 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
,7 6WUDWHJLF *RDOV IRU )<533405336 :1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1

2SHUDWLRQ 1R1 4
,PSRUW ,QMXU\ ,QYHVWLJDWLRQV <1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1

2SHUDWLRQ 1R1 5
,QWHOOHFWXDO 3URSHUW\0%DVHG ,PSRUW ,QYHVWLJDWLRQV 441 1 1 1 1 1 1 1 1

2SHUDWLRQ 1R1 6
5HVHDUFK 3URJUDP 461 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1

2SHUDWLRQ 1R1 7
7UDGH ,QIRUPDWLRQ 6HUYLFHV 481 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1

&URVV0&XWWLQJ DQG 6XSSRUWLQJ *RDOV 4:1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
,QIRUPDWLRQ 7HFKQRORJ\ $UFKLWHFWXUH 4;1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1

,QWHJUDWLRQ ZLWK 2WKHU 0DQDJHPHQW 3URFHVVHV 561 1 1 1 1 1 1 1 1 1 1
6WUDWHJLF 3ODQQLQJ 561 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
,7 &DSLWDO 0DQDJHPHQW 561 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
%XGJHW 'HYHORSPHQW DQG )LQDQFLDO 0DQDJHPHQW 591 1 1 1 1 1 1 1
+XPDQ 5HVRXUFHV 5;1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
+XPDQ UHVRXUFHV IRU ,7 RSHUDWLRQV 5;1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
([HFXWLYH WUDLQLQJ RQ LQIRUPDWLRQ WHFKQRORJ\
PDQDJHPHQW 641 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1

,QIRUPDWLRQ 6HFXULW\ 661 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1

,50 3ODQ= 6FKHGXOH RI UHYLHZV DQG DSSURYDOV 681 1 1 1 1 1 1 1 1 1 1 1 1

$SSHQGL[ ,1²%DFNJURXQG ,QIRUPDWLRQ RQ WKH 86,7& 6:1 1 1 1 1 1 1
$JHQF\ %DFNJURXQG ,QIRUPDWLRQ 6;1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
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7DEOH RI &RQWHQWV³&RQWLQXHG

3DJH

$SSHQGL[ ,,1²$QDO\VLV RI 86,7& %XVLQHVV 5HTXLUHPHQWV 741 1
6RXUFHV RI %XVLQHVV 5HTXLUHPHQWV 751 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
&RPPLVVLRQ %XVLQHVV5HTXLUHPHQWV 751 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
&RPPLVVLRQ %XVLQHVV (QFKDQFHPHQWV 761 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
)DFWRUV LQ WKH &RPPLVVLRQ·V %XVLQHVV (QYLURQPHQW 771 1 1 1 1

$SSHQGL[ ,,,1²,QIRUPDWLRQ 6HFXULW\ 3URJUDP 7:1 1 1 1 1 1 1 1 1 1 1 1 1 1
86,7& 3ROLF\ )UDPHZRUN IRU ,QIRUPDWLRQ 6HFXULW\ 7;1 1 1 1 1 1 1
6XPPDU\ RI WKH 86,7& &RPSXWHU 6HFXULW\ 3ODQ 7;1 1 1 1 1 1 1 1 1
86,7& ,QIRUPDWLRQ 6\VWHPV 0DQDJHPHQW &RQWUROV 831 1 1 1 1 1 1
*HQHUDO 6XSSRUW 6\VWHP= WKH 86,7& 1HWZRUN 831 1 1 1 1 1 1 1 1
6\VWHP GHVFULSWLRQ 831 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
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,QWURGXFWLRQ

7KH 3DSHUZRUN 5HGXFWLRQ $FW RI 4<<8 UHTXLUHV WKDW ´HDFK DJHQF\
VKDOO 1 1 1 GHYHORS DQG PDLQWDLQ D VWUDWHJLF LQIRUPDWLRQ UHVRXUFHV
PDQDJHPHQW SODQ WKDW VKDOO GHVFULEH KRZ LQIRUPDWLRQ UHVRXUFHV
PDQDJHPHQW DFWLYLWLHV KHOS DFFRPSOLVK DJHQF\ PLVVLRQV>µ4

2IILFH RI 0DQDJHPHQW DQG %XGJHW +20%, &LUFXODU $0463
+0DQDJHPHQW RI )HGHUDO ,QIRUPDWLRQ 5HVRXUFHV,/ UHYLVHG
)HEUXDU\/ 4<<9/ IXUWKHU SURYLGHV WKDW²

´1 1 1 $JHQFLHV VKDOO HVWDEOLVK DQG PDLQWDLQ VWUDWHJLF
LQIRUPDWLRQ UHVRXUFHV PDQDJHPHQW SODQQLQJ SURFHVVHV
ZKLFK LQFOXGH WKH IROORZLQJ FRPSRQHQWV=

+D, 6WUDWHJLF ,50 >LQIRUPDWLRQ UHVRXUFHV PDQDJHPHQW@
SODQQLQJ WKDW DGGUHVVHV KRZ WKH PDQDJHPHQW RI
LQIRUPDWLRQ UHVRXUFHV SURPRWHV WKH IXOILOOPHQW RI DQ
DJHQF\·V PLVVLRQ1 7KLV SODQQLQJ SURFHVV VKRXOG VXSSRUW
WKH GHYHORSPHQW DQG PDLQWHQDQFH RI D VWUDWHJLF ,50 SODQ
WKDW UHIOHFWV DQG DQWLFLSDWHV FKDQJHV LQ WKH DJHQF\·V
PLVVLRQ/ SROLF\ GLUHFWLRQ/ WHFKQRORJLFDO FDSDELOLWLHV/ RU
UHVRXUFH OHYHOV>

>D@JHQFLHV VKRXOG OLQN WR/ DQG WR WKH H[WHQW SRVVLEOH/
LQWHJUDWH ,50 SODQQLQJ ZLWK WKH DJHQF\ VWUDWHJLF SODQQLQJ
UHTXLUHG E\ WKH *RYHUQPHQW 3HUIRUPDQFH DQG 5HVXOWV $FW
+31/1 436095,1 6XFK D OLQNDJH HQVXUHV WKDW DJHQFLHV DSSO\
LQIRUPDWLRQ UHVRXUFHV WR SURJUDPV WKDW VXSSRUW WKH
DFKLHYHPHQW RI DJUHHG0XSRQ PLVVLRQ JRDOV1µ

7KH *RYHUQPHQW 3HUIRUPDQFH DQG 5HVXOWV $FW/ WKH &OLQJHU0
&RKHQ $FW/ DQG LPSOHPHQWLQJ JXLGDQFH IURP 20% GHILQHG D QHZ
IUDPHZRUN IRU )HGHUDO DJHQF\ PDQDJHPHQW LQ WKH 4<<3V1 7KLV
PDQDJHPHQW UHIRUP LQLWLDWLYH VHHNV WR EULQJ PRGHUQ
PDQDJHPHQW WHFKQLTXHV ZLGHO\ DFFHSWHG LQ WKH SULYDWH VHFWRU WR
WKH )HGHUDO *RYHUQPHQW1 .H\ FRQFHSWV RI WKLV QHZ IUDPHZRUN
LQFOXGH +4, UHOLDQFH RQ SHUIRUPDQFH0EDVHG +RU ´IDFW0EDVHGµ,
PDQDJHPHQW WR UHDFK PHDVXUDEOH JRDOV HVWDEOLVKHG WKURXJK
VWUDWHJLF SODQQLQJ> +5, IRFXV RQ UHVXOWV GHOLYHUHG WR H[WHUQDO
FXVWRPHUV> DQG +6, WKH SUHVXPSWLRQ WKDW VXEVWDQWLDO JDLQV LQ

4 77 86& � 6839+E,+5,1
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SURGXFWLYLW\ DQGZRUN TXDOLW\ FDQ EH DFKLHYHG LQ DQ\ RUJDQL]DWLRQ
E\ PRGLI\LQJ ZRUN SURFHVVHV WR WDNH DGYDQWDJH RI LQIRUPDWLRQ
WHFKQRORJ\1

5HODWLRQVKLS EHWZHHQ 6WUDWHJLF %XVLQHVV 3ODQQLQJ DQG
,50 3ODQQLQJ

7KH RYHUDOO DJHQF\PDQDJHPHQW F\FOH VWDUWV ZLWK GHYHORSPHQW RI
WKH VWUDWHJLF EXVLQHVV SODQ +KHUHLQDIWHU UHIHUUHG WR DV WKH
´6WUDWHJLF 3ODQµ> WKH SUHVHQW 6WUDWHJLF ,50 3ODQ LV UHIHUUHG WR DV
WKH ´,50 3ODQ1µ, 7RS PDQDJHPHQW VHWV EXVLQHVV JRDOV IRU WKH
DJHQF\ EDVHG RQ IRUHFDVW ZRUNORDG/ LQSXW IURP FXUUHQW DQG
SRWHQWLDO FXVWRPHUV/ NQRZOHGJH RI H[LVWLQJ RUJDQL]DWLRQDO
VWUHQJWKV DQG ZHDNQHVVHV/ UHJXODWRU\ UHTXLUHPHQWV/ FRPSHWL0
WRUV/ DQG DVVHVVPHQW RI RSSRUWXQLWLHV PDGH DYDLODEOH E\
WHFKQRORJ\1 2XW RI WKLV DQDO\VLV FRPHV D VHW RI KLJK0OHYHO
EXVLQHVV JRDOV DQG D JHQHUDO VWUDWHJ\ IRU DFKLHYLQJ WKHP1
3UHVXPDEO\/ HDFK JRDO UHSUHVHQWV D OHYHO RI RUJDQL]DWLRQDO
SHUIRUPDQFH WKDW LV QRW DFKLHYDEOH WRGD\/ DQG ZLOO UHTXLUH VRPH
FKDQJH LQ KRZ RQH RU PRUH EXVLQHVV SURFHVV DUH SHUIRUPHG1

,Q PRVW FDVHV WKHVH EXVLQHVV SURFHVV FKDQJHV ZLOO UHTXLUH
XSJUDGHG RU QHZ LQIRUPDWLRQ WHFKQRORJ\ +,7, V\VWHPV/ RU RWKHU
+QRQ0,7, LQYHVWPHQWV1 ,7 LQYHVWPHQWV ZLOO QRW EH WKH DQVZHU WR
PHHWLQJ DOO DJHQF\ VWUDWHJLF JRDOV1+RZHYHU/ZLWK ,7 FUHDWLQJ QHZ
RSSRUWXQLWLHV IRU LPSURYHG ZRUN SURFHVVHV DOPRVW GDLO\/ DQG LQ
YLHZ RI WKH IDFW WKDW )HGHUDO DJHQFLHV GHDO PDLQO\ LQ LQIRUPDWLRQ
UDWKHU WKDQ SK\VLFDO SURGXFWLRQ/ QHZ ,7 V\VWHPV DUH YHU\ RIWHQ DW
OHDVW SDUW RI WKH VWUDWHJ\ IRU PHHWLQJ DPELWLRXV JRDOV1

&RQWHQWV RI 7KLV ,50 3ODQ

7KH PDLQ IXQFWLRQ RI WKH ,50 VWUDWHJLF SODQQLQJ SURFHVV LV WR VHW
RXW KRZ WHFKQRORJ\ ZLOO EH HQJDJHG WR KHOS UHDFK WKH GHILQHG
EXVLQHVV JRDOV1 7KH ,50 3ODQ LGHQWLILHV LQIRUPDWLRQ V\VWHPV
SURMHFWV WKDW DUH FULWLFDO WR UHDFKLQJ JRDOV LQ WKH 6WUDWHJLF 3ODQ15

5 $ VHSDUDWH ,7 &DSLWDO 3ODQ/ D FRPSRQHQW RI WKH EXGJHW SURFHVV/ VKRXOG
LQGLFDWH ZKHQ DQG KRZ WKHVH VWUDWHJLF SURMHFWV DQG DQ\ UHTXLVLWH LQIUDVWUXF0
WXUH0GHYHORSPHQW SURMHFWV ZLOO EH IXQGHG DQG H[HFXWHG1 $V RI 0D\ 5333/
20% FUHDWHG D VHSDUDWH UHTXLUHPHQW IRU D SODQ IRU LPSOHPHQWLQJ WKH *RYHUQ0
PHQW 3DSHUZRUN (OLPLQDWLRQ $FW +*3($,/ WR EH XSGDWHG DQG VXEPLWWHG DQQX0
DOO\1 7KH DJHQF\·V *3($ 3ODQ VKRXOG UHIOHFW WKH VDPH SURMHFW LPSOHPHQWD0
WLRQ VFKHGXOH DV WKH &DSLWDO 3ODQ IRU SURMHFWV FRYHUHG E\ *3($/ L1H1/ WKRVH
LQYROYLQJ WKH DJHQF\·V WUDQVDFWLRQV ZLWK WKH SXEOLF1
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7KLV DJHQGD RI VWUDWHJLF SURMHFWV/ DORQJ ZLWK DGHTXDWH ,7 VXSSRUW
IRU RQJRLQJ DJHQF\ RSHUDWLRQV/ GHILQH WKH UHTXLUHPHQWV WKDW WKH
DJHQF\·V LQIRUPDWLRQ LQIUDVWUXFWXUH +LWV LQIRUPDWLRQ WHFKQRORJ\
DUFKLWHFWXUH/6 KXPDQ UHVRXUFHV/ DQG PDQDJHPHQW LQVWLWXWLRQV,
PXVW EH FDSDEOH RI VXSSRUWLQJ GXULQJ WKH SODQ SHULRG1 7R PDNH
VXUH WKLV LQIUDVWUXFWXUH LV UHDG\ ZKHQ LW LV QHHGHG/ WKH ,50 3ODQ
GHVFULEHV KRZ WKH DJHQF\ SURSRVHV WR WUDQVLWLRQ IURP WKH
DUFKLWHFWXUH LQ SODFH FXUUHQWO\ WR WKH WDUJHW WHFKQLFDO
DUFKLWHFWXUH WKDW ZLOO EH QHHGHG WR VXSSRUW SODQQHG VWUDWHJLF
DSSOLFDWLRQV DQG RQJRLQJ RSHUDWLRQV1 ,W DOVR LQFOXGHV ,7
LQYHVWPHQWV +SURMHFWV, QHHGHG WR LPSOHPHQW WKH WDUJHW
DUFKLWHFWXUH1

7KLV ,50 3ODQ DOVR GHVFULEHV KRZ ,50 VWUDWHJ\ LV LQWHJUDWHG ZLWK
RUJDQL]DWLRQDO SODQQLQJ/ EXGJHW DQG ILQDQFLDO PDQDJHPHQW/
KXPDQ UHVRXUFHV PDQDJHPHQW/ DQG SURJUDP GHFLVLRQV1
&RRUGLQDWLRQ ZLWK WKHVH RWKHU PDQDJHPHQW V\VWHPV LV FULWLFDO WR
VXFFHVVIXO H[HFXWLRQ RI WKH DJHQGD RI VWUDWHJLF ,50 JRDOV1

)LQDOO\/ WKH ,50 3ODQ VXPPDUL]HV WKH DJHQF\·V LQIRUPDWLRQ
VHFXULW\ SURJUDP/ WR NHHS SURJUDP PDQDJHUV DZDUH RI WKHLU UROH
LQ WKLV LPSRUWDQW IXQFWLRQ1

7KLV ,50 3ODQ FRYHUV WKH SHULRG )<53340)<53361 7KH DJHQF\·V
6WUDWHJLF 3ODQ LV UHTXLUHG WR FRYHU D 80\HDU SHULRG/ DQG LW LV ORJLFDO
WR FRYHU WKH VDPH WLPH SHULRG LQ WKH ,50 6WUDWHJLF 3ODQ1+RZHYHU/
VLQFH WKH FXUUHQW 6WUDWHJLF 3ODQ SHULRG VWDUWHG LQ )<4<<</ WKH
FXUUHQW ,50 3ODQ ZLOO FRYHU RQO\ 6 \HDUV VR DV WR FRLQFLGH ZLWK WKDW
SODQ1

7KLV GRFXPHQW KDV EHHQ GHYHORSHG IURP DQ LQLWLDO GUDIW SUHSDUHG
E\ WKH 2IILFH RI ,QIRUPDWLRQ 6HUYLFHV +2,6, ZLWK LQSXW DQG DGYLFH
IURP WKH 2IILFH RI 3XEOLVKLQJ DQG DJHQF\ SURJUDPPDQDJHUV/ DQG
LQ FRRUGLQDWLRQ ZLWK WKH 6WUDWHJLF 3ODQQLQJ &RPPLWWHH1 ,W KDV

6 $ YHU\ VLPSOH DSSURDFK WR PHHWLQJ DOO UHTXLUHPHQWV IRU ,7 LQYHVWPHQW
SURMHFWV ZRXOG EH WR WUHDW HDFK DV D VHSDUDWH SUREOHP WR EH VROYHG ZLWK D
GHGLFDWHG ,7 LQIUDVWUXFWXUH/ DSSOLFDWLRQ V\VWHP/ DQG VWDII1 +RZHYHU/ WKLV FHU0
WDLQO\ ZRXOG EH YHU\ LQHIILFLHQW DQG FRVWO\1

,Q UHFRJQLWLRQ RI WKLV SUREOHP/ WKH &OLQJHU0&RKHQ $FW FDOOV RQ DJHQFLHV WR
GHYHORS DQ LQIRUPDWLRQ WHFKQRORJ\ DUFKLWHFWXUH +,7$1, $Q ,7$ LV D FRPPRQ
LQIUDVWUXFWXUH DQG VHW RI VWDQGDUGV GHVLJQHG WR SURYLGH VKDUHG VXSSRUW IRU DOO
DJHQF\ ,7 SURMHFWV DQG RSHUDWLRQV1 7KLV ORZHUV FRVWV IRU DOO SURMHFWV/ VSHHGV
LPSOHPHQWDWLRQ DQG PDNHV LW HDVLHU IRU WKH DJHQF\·V GLIIHUHQW FRPSXWHU V\V0
WHPV WR ´WDON WRµ HDFK RWKHU +VKDUH GDWD,1 3ODQQLQJ IRU DQ ,7 DUFKLWHFWXUH WKDW
ZLOO VXSSRUW WKH SURMHFWV WKDW ZLOO OHW WKH DJHQF\ DFKLHYH VWUDWHJLF JRDOV LV
WKXV D NH\ HOHPHQW RI WKH ,50 6WUDWHJLF 3ODQ1
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EHHQ UHYLHZHG E\ WKH DJHQF\·V 6HQLRU 2IILFLDO IRU ,50 +WKH
'LUHFWRU RI 2SHUDWLRQV, DQG WKH ,50 6WHHULQJ &RPPLWWHH
+,5026&,/ ZKLFK LQFOXGHV WKH DJHQF\·V PRVW VHQLRU VWDII
H[HFXWLYHV DQG ZKLFK

´1 1 1 LV UHVSRQVLEOH IRU HVWDEOLVKLQJ LQIRUPDWLRQ UHVRXUFHV
PDQDJHPHQW +,50, SROLFLHV DQG SURFHGXUHV/ LGHQWLI\LQJ ,50
UHTXLUHPHQWV DQG HVWDEOLVKLQJ ,50 SULRULWLHV EDVHG RQ WKH
UHTXLUHPHQWV RI WKH 8161 ,QWHUQDWLRQDO 7UDGH &RPPLVVLRQ DV D
ZKROH1µ +86,7& $GPLQ1 2UGHU <7034,

7KH 3ODQ ZDV DSSURYHG E\ WKH ,5026& RQ 0D\ 4:/ 53341
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7KH 86,7& 6WUDWHJ\ IRU ,QIRUPDWLRQ
0DQDJHPHQW

$JHQF\ EXVLQHVV UHTXLUHPHQWV DUH WKH VWDUWLQJ SRLQW IRU
GHYHORSPHQW RI DQ DSSURSULDWH WHFKQRORJ\ VWUDWHJ\/ D WDUJHW
LQIRUPDWLRQ DUFKLWHFWXUH/ DQG D VSHFLILF DJHQGD RI ,7 DFTXLVLWLRQV
+SURMHFWV,1 7KLV SODQ LV EDVHG RQ VHYHUDO VRXUFHV RI EXVLQHVV
UHTXLUHPHQWV= +4, PRVW LPSRUWDQW LV WKH &RPPLVVLRQ·V 6WUDWHJLF
3ODQ LQ FRPELQDWLRQ ZLWK WKH )<533425335 3HUIRUPDQFH 3ODQ> +5,
WKH DJHQF\·V *3($ 3ODQ> +6, *RYHUQPHQWZLGH SROLFLHV/
REMHFWLYHV DQG JXLGDQFH> +7, DQG RWKHU UHTXLUHPHQWV IRU VXSSRUW
RI RQ0JRLQJ RSHUDWLRQV/ LQFOXGLQJ DGPLQLVWUDWLYH DFWLYLWLHV17 8

7HFKQRORJ\ 9LVLRQ

7KH LGHDO ZRUN HQYLURQPHQW WKH 86,7& LV EXLOGLQJ YLD FUHDWLYH XVH
RI LQIRUPDWLRQ WHFKQRORJ\ LV LOOXVWUDWHG LQ WKH DJHQF\·V
WHFKQRORJ\ YLVLRQ=

$JHQF\ VWDII DUH IUHH WR H[FHO DW WKHLU RZQ IXQFWLRQV ZLWKRXW
KDYLQJ WR EHFRPH H[SHUW RQ WHFKQRORJ\ WRROV/ EHFDXVH
WHFKQRORJ\ LV UHOLDEOH/ HDV\ DQG QDWXUDO WR XVH/ DQG LW UHOLHYHV
XV RI PDQ\ URXWLQH WDVNV> ZH DUH FRQQHFWHG WR DOO DJHQF\
UHVRXUFHV ZKHUHYHU ZH DUH ZRUNLQJ²DW KRPH/ RQ WUDYHO RU
RQ0VLWH DW D QHJRWLDWLRQ> RXU VWDWXV DV D SUHIHUUHG SURYLGHU RI
WUDGH UHVHDUFKDQG WHFKQLFDO DGYLFH LV HQKDQFHGE\RXU DELOLW\
WR SURYLGH LQIRUPDWLRQ WDLORUHG WR RXU FOLHQWV· QHHGV IDVWHU WKDQ
RWKHU RUJDQL]DWLRQV> ZH DUH DEOH HDVLO\ WR VKDUH LQIRUPDWLRQ
DQG FROODERUDWH ZLWK HDFK RWKHU/ RXWVLGH SDUWQHUV DQG
FXVWRPHUV/ ZLWK DVVXUDQFH WKDW FRQILGHQWLDO LQIRUPDWLRQ LV
SURWHFWHG1$JHQF\ FXVWRPHUV DQG WKH SXEOLF DUH DEOH WR ORFDWH
RXU VHUYLFHV DQG UHVHDUFK/ DQG PD\ FRQGXFW WKHLU EXVLQHVV
ZLWK WKH DJHQF\ HOHFWURQLFDOO\ LI WKH\ SUHIHU1

7 $Q RIILFH0E\0RIILFH VXUYH\ RI EXVLQHVV SULRULWLHV ZDV FRQGXFWHG GXULQJ
-XQH02FWREHU 5333 WR LGHQWLI\ UHTXLUHPHQWV DQG SULRULWLHV QRW H[SOLFLWO\ LGHQ0
WLILHG LQ WKH 6WUDWHJLF 3ODQ1

8 7KH GHWDLOHG DQDO\VLV RI KRZ WKHVH UHTXLUHPHQWV UHODWH WR WKH LQIRUPD0
WLRQ PDQDJHPHQW VWUDWHJ\ LV FRQWDLQHG LQ DSSHQGL[ ,,1
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7HFKQRORJ\ 6WUDWHJ\

7KH &RPPLVVLRQ·V WHFKQRORJ\ VWUDWHJ\ LV GHVLJQHG WR DFKLHYH WKH
WHFKQRORJ\ YLVLRQ DQG SURYLGH IRU PHHWLQJ WKH DJHQF\·V VSHFLILF
EXVLQHVV QHHGV/ ZKLOH WDNLQJ LQWR DFFRXQW LWV EXVLQHVV/
WHFKQRORJ\ DQG FXOWXUDO HQYLURQPHQW +DV GHVFULEHG LQ DSSHQGL[
,,1,

$W WKH PRVW JHQHUDO OHYHO/ WKH DJHQF\·V WHFKQRORJ\ VWUDWHJ\
FRPSULVHV WKH IROORZLQJ SULQFLSOHV=

: )RFXV1²:H VKRXOG PDNH VXUH WKDW WKH ODUJHVW SRVVLEOH
VKDUH RI DYDLODEOH UHVRXUFHV LV IRFXVHG GLUHFWO\ RQ RXU
WRS VWUDWHJLF SULRULWLHV1

: )OH[LELOLW\1²2XU LQIUDVWUXFWXUH VKRXOG EH GHVLJQHG WR OHW
XV LPSOHPHQW QHZ V\VWHPV RU FKDQJH H[LVWLQJ RQHV
TXLFNO\ DQG ZLWK PLQLPDO GLVUXSWLRQ RU ZDVWH1

: 5HOLDELOLW\1²,QWHUQDO DQG H[WHUQDO FOLHQWV RI RXU V\VWHPV
VKRXOG EH FRQILGHQW WKH\ SURWHFW VHQVLWLYH LQIRUPDWLRQ
DQG WKDW WKH\ DUH UHOLDEOH1

: 6LPSOLFLW\1²6\VWHPV PXVW EH VLPSOH WR XVH DQG
PDLQWDLQ1

: (FRQRP\1²,7 PXVW IDFLOLWDWH RSHUDWLRQDO FRVW VDYLQJV
WKURXJKRXW WKH RUJDQL]DWLRQ1

7R UHDOL]H WKLV WHFKQRORJ\ VWUDWHJ\/ WKH DJHQF\ KDV LGHQWLILHG WKH
IROORZLQJ VHW RI WHFKQRORJ\ DQG PDQDJHPHQW JXLGHOLQHV19

9 7KH DJHQF\·V ,QIRUPDWLRQ 7HFKQRORJ\ $UFKLWHFWXUH +,7$,/ VXPPDUL]HG
ODWHU LQ WKLV GRFXPHQW/ LV OLNHZLVH EDVHG RQ WKHVH VWUDWHJLF SULQFLSOHV1



:

*8,'(/,1( 35,1&,3/(6 6(59('

*LYH SULRULW\ WR SURMHFWV WKDW GLUHFWO\ VXSSRUW VWUDWHJLF EXVLQHVV
JRDOV/ KDYH VWURQJ VSRQVRU VXSSRUW IRU ZRUN SURFHVV LPSURYHPHQW/
DQG2RU DUH VHOI0ILQDQFLQJ +JHQHUDWH QHW ´KDUG0GROODUµ VDYLQJV, RYHU WKHLU
OLIH F\FOH1

)RFXV> HFRQRP\

6XSSRUW H[LVWLQJ VWUDWHJLF V\VWHPV WR DJUHHG OHYHOV RI UHOLDELOLW\ DQG
SHUIRUPDQFH1

)RFXV> UHOLDELOLW\

0DLQWDLQ DQ HQG0XVHU FRPSXWLQJ HQYLURQPHQW WKDW LV FRPSHWLWLYH ZLWK
WKDW RIIHUHG E\ RWKHU HPSOR\HUV LQ WHUPV RI HDVH RI XVH DQG UHOLDELOLW\1

6LPSOLFLW\> UHOLDELOLW\

'HYHORS D VHFXULW\ LQIUDVWUXFWXUH WKDW LV IOH[LEOH DQG GHPRQVWUDEO\
HIIHFWLYH DQG VKDUHG E\ DOO PDMRU V\VWHPV1

5HOLDELOLW\> HFRQRP\

'HYHORS DJHQF\ GHFLVLRQPDNLQJ LQIUDVWUXFWXUH IRU ,50 WKDW FRUUHFWO\
DVVHVVHV WKH FRVWV/ EHQHILWV/ DQG ULVNV RI DOWHUQDWLYH XVHV RI UHVRXUFHV1

)RFXV> HFRQRP\

$FTXLUH RU EXLOG V\VWHPV WKDW RIIHU ´VHOI0VHUYLFHµ RSWLRQV IRU LQWHUQDO DQG
H[WHUQDO FXVWRPHUV WR FRQGXFW WKHLU WUDQVDFWLRQV ZLWK WKH DJHQF\
HOHFWURQLFDOO\1

(FRQRP\> VLPSOLFLW\> IOH[LELOLW\

'HYHORS FDSDELOLW\ IRU UDSLG GHYHORSPHQW RI QHZ V\VWHPV WR VXSSRUW
QHZ EXVLQHVV QHHGV RU RSSRUWXQLWLHV1

)OH[LELOLW\> IRFXV

$FTXLUH RU EXLOG V\VWHPV WKDW DUH DFFHVVLEOH IURP DQ\ZKHUH YLD
EURZVHU RU RWKHU VWDQGDUG GHYLFH +H1J1 D ZLUHOHVV WHOHSKRQH1,

)OH[LELOLW\> VLPSOLFLW\> HFRQRP\

&RQVLGHU DFTXLULQJ ILQLVKHG VHUYLFHV ZKHUHYHU SRVVLEOH UDWKHU WKDQ
DFTXLULQJ DQG RSHUDWLQJ SK\VLFDO V\VWHPV LQ0KRXVH1

(FRQRP\> VLPSOLFLW\> IOH[LELOLW\

0D[LPL]H WKH XVH RI RII0WKH0VKHOI V\VWHPV YHUVXV FXVWRP0GHYHORSHG
V\VWHPV> IRU FXVWRP0GHYHORSHG V\VWHPV/ PD[LPL]H WKH XVH RI VWDQGDUG
FRPSRQHQWV1

(FRQRP\> IOH[LELOLW\> VLPSOLFLW\>
UHOLDELOLW\

)RFXV DJHQF\ VWDQGDUGV RQ IDFLOLWDWLQJ LQIRUPDWLRQ H[FKDQJH1 6HOHFW
IURP SXEOLF VWDQGDUGV DV D ILUVW FKRLFH DQG ZLGHO\ GHSOR\HG ´LQGXVWU\µ
VWDQGDUGV DV D VHFRQG FKRLFH1

(FRQRP\> IOH[LELOLW\

$VVXPH D IODW RU GHFOLQLQJ SHUPDQHQW VWDIILQJ OHYHO IRU ,7 DQG
LQFUHDVLQJ VHUYLFH UHTXLUHPHQWV1

(FRQRP\> IRFXV

%DVHG RQ EXVLQHVV UHTXLUHPHQWV DQG WKHVH JXLGHOLQHV/ WKH DJHQF\
KDV LGHQWLILHG VSHFLILF SURMHFWV IRU WKH )<533425336 SHULRG/ DQG
DQ RYHUDOO LQIRUPDWLRQ WHFKQRORJ\ DUFKLWHFWXUH +LQIUDVWUXFWXUH,
WKDW FDQ VXSSRUW WKHVH SURMHFWV/ RQJRLQJ EXVLQHVV RSHUDWLRQV/ DQG
WKH WHFKQRORJ\ YLVLRQ1

,7 6WUDWHJLF *RDOV IRU )<533405336

7KH DJHQF\·V ,7 JRDOV IRU WKH )<533425336 SHULRG UHSUHVHQW D
´WR0GRµ OLVW RI SURMHFWV WKDW DUH FRQVLVWHQW ZLWK WKH WHFKQRORJ\
VWUDWHJ\ DQG WKDW UHSUHVHQW WKH DJHQF\·V EHVW DSSURDFK WR XVLQJ



;

LQIRUPDWLRQ WHFKQRORJ\ WR DFKLHYH WKH EXVLQHVV REMHFWLYHV RI WKH
6WUDWHJLF 3ODQ +LQFOXGLQJ 3HUIRUPDQFH 3ODQV1,

7KH FRUH VHW RI WKHVH JRDOV DUH VSHFLILF SURMHFWV UHODWHG GLUHFWO\ WR
WKH &RPPLVVLRQ·V 8 FXVWRPHU0IDFLQJ OLQHV RI EXVLQHVV +´6WUDWHJLF
2SHUDWLRQVµ1, $OVR LQFOXGHG DUH VXSSRUWLQJ JRDOV LGHQWLILHG DV
HVVHQWLDO WR SURYLGH DGPLQLVWUDWLYH RU RWKHU VHUYLFHV LQ VXSSRUW RI
VWUDWHJLF RSHUDWLRQV1 )LQDOO\/ WKH JRDOV LQFOXGH SURMHFWV WKDW ZLOO
SUHSDUH WKH DJHQF\·V FRPSXWLQJ LQIUDVWUXFWXUH WR VXSSRUW WKH QHZ
V\VWHPV WKDW ZLOO KHOS DFKLHYH WKH DJHQF\·V VWUDWHJLF JRDOV +ZKLOH
FRQWLQXLQJ WR PHHW RQJRLQJ RSHUDWLRQDO UHTXLUHPHQWV1, 2I
SDUWLFXODU LPSRUWDQFH LQ WKH ODWWHU FDWHJRU\ LV D SODQQHG QHWZRUN
UHSODFHPHQW +´(/$1µ, WKDW ZLOO SURYLGH VHFXULW\ VHUYLFHV IRU
VHYHUDO VWUDWHJLF V\VWHPV +(',6/ 7LWOH 9,, 4XHVWLRQQDLUHV/P\,7&,
DV ZHOO DV LPSURYHG VXSSRUW IRU PRELOH FRPSXWLQJ1 &RPSXWLQJ
LQIUDVWUXFWXUH GHYHORSPHQW LV GLVFXVVHG IXUWKHU LQ WKH ,QIRUPDWLRQ
7HFKQRORJ\ $UFKLWHFWXUH VHFWLRQ EHORZ1

%HFDXVH ,50 VWUDWHJLF SODQQLQJ SURFHHGV LQGHSHQGHQWO\ IURP WKH
DJHQF\0ZLGH EXGJHW SURFHVV/ LQFOXVLRQ RI D SURMHFW LQ WKH ,50
VWUDWHJLF SODQ FDUULHV QR SUHVXPSWLRQ HLWKHU IRU RU DJDLQVW
IXQGLQJ1 5DWKHU/ WKH ,50 SODQ HVWDEOLVKHV SULRULWLHV RQO\ DPRQJ
,50 SURMHFWV1 'XULQJ WKH EXGJHW SURFHVV/ ,50 IXQGLQJ ZLOO EH
ZHLJKHG WRJHWKHU ZLWK RWKHU IXQGLQJ QHHGV RI WKH DJHQF\/ ,50
SULRULWLHV UHDVVHVVHG DV QHFHVVDU\/ DQG IXQGLQJ UHFRPPHQGD0
WLRQV WR WKH &RPPLVVLRQ LQFOXGLQJ WKRVH UHODWLQJ WR SURMHFWV LQ WKH
,50 VWUDWHJLF SODQ ZLOO EH PDGH DW WKDW WLPH1

7KXV VRPH RI WKH JRDOV EHORZPD\ EH SRVWSRQHG RU DEDQGRQHG LQ
WKH EXGJHW SURFHVV/ EXW WKLV GRFXPHQW VKRXOG KHOS
GHFLVLRQ0PDNHUV XQGHUVWDQG WKH LPSDFW RI VXFK WUDGH0RIIV RQ
DFKLHYHPHQW RI WKH DJHQF\·V 6WUDWHJLF 3ODQ JRDOV1



<

2SHUDWLRQ 1R1 4
,PSRUW ,QMXU\ ,QYHVWLJDWLRQV

7KH &RPPLVVLRQ PDNHV GHWHUPLQDWLRQV LQ D YDULHW\ RI LPSRUW
LQMXU\ LQYHVWLJDWLRQV/ SULPDULO\ DQWLGXPSLQJ DQG FRXQWHUYDLOLQJ
GXW\ LQYHVWLJDWLRQV FRQFHUQLQJ WKH HIIHFWV RI XQIDLUO\ WUDGHG
LPSRUWV RQ D 8161 LQGXVWU\1 ,PSRUW LQMXU\ LQYHVWLJDWLRQV GHSHQG LQ
ODUJH SDUW RQ LQIRUPDWLRQ WKH DJHQF\ FROOHFWV WKURXJK
TXHVWLRQQDLUHV1 5HVRXUFHV DQG WHFKQRORJ\ SHUPLWWLQJ/ WKH
DJHQF\ SODQV WR HQKDQFH WKH FRQGXFW RI LWV LPSRUW LQMXU\
LQYHVWLJDWLRQV E\ PHHWLQJ WKH IROORZLQJ JRDOV=

675$7(*,& 3/$1 3(5)250$1&(
5(/$7(' ,50 675$7(*<

675$7(*,& 3/$1
*2$/6

3(5)250$1&(
,1',&$7256 +2: &$1 ,7 +(/3 5($&+

7+( *2$/" 63(&,),& ,50 *2$/

5+D, 2EWDLQ FXVWRPHU
VDWLVIDFWLRQ DV PHDVXUHG
E\ IHHGEDFN IURP XVHUV RI
WKH SURFHVV RQ
LQYHVWLJDWLYH SURFHGXUHV

,192*& FRPSLOH
VXUYH\ UHVXOWV DQG
UHFRPPHQG DQ\
DSSURSULDWH FKDQJHV

: %\ SURYLGLQJ D FRQYHQLHQW
RSWLRQ IRU HOHFWURQLF
VXEPLVVLRQ RI RULJLQDO DQG
UHYLVHG TXHVWLRQQDLUH
GDWD>

: %\ PDNLQJ FXUUHQW
LQYHVWLJDWLYH LQIRUPDWLRQ
UHDGLO\ DYDLODEOH RQ WKH
:HE>

: %\ SURYLGLQJ DOWHUQDWLYH
DFFHVV WR 7LWOH 9,,
KHDULQJV IRU 7UDGH %DU
DQG WKHLU FOLHQWV/
SDUWLFXODUO\ WKRVH QRW
ORFDWHG LQ WKH '& DUHD1

: %\ 2FWREHU 5336 +SHU
*3($ 3ODQ,/ RIIHU
RSWLRQ IRU HOHFWURQLF
TXHVWLRQQDLUH ILOLQJ
YLD :HE IRUP1
+,QFOXGHG LQ ´,4µ
SURMHFW1,

: $GG YDULRXV DQFLOODU\
LQIR WR ,7& :HE VLWH1

: ([SORUH IHDVLELOLW\ RI
RIIHULQJ DXGLR RU
YLGHR UHFRUGLQJ RI
KHDULQJV YLD WKH
,QWHUQHW +VWUHDPLQJ
PHGLD1,

5+E, 0DNH DYDLODEOH $32
PDWHULDO DQG SXELF
YHUVLRQV RI UHSRUWV LQ
DFFRUGDQFH ZLWK
HVWDEOLVKHG JXLGHOLQHV/
PRGLILHG DV DSSURSULDWH
EDVHG RQ XVHU IHHGEDFN1

,19 PDLQWDLQV ORJ RI
UHOHDVHV1

: %\ VPRRWKLQJ WKH $32
SURFHVV E\ HOLPLQDWLQJ
VRPH RU DOO SDSHU
KDQGOLQJ

: ,4 SURMHFW ZLOO SURYLGH
IRU GLUHFW HOHFWURQLF
WUDQVIHU RI 4·V WR
'RFNHWV>

: (',60,, ZLOO SURYLGH
HOHFWURQLF VHUYLFH RI
$32 IURP 'RFNHWV1
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5(/$7(' ,50 675$7(*<
3(5)250$1&(
,1',&$7256

675$7(*,& 3/$1
*2$/6 63(&,),& ,50 *2$/+2: &$1 ,7 +(/3 5($&+

7+( *2$/"

3(5)250$1&(
,1',&$7256

675$7(*,& 3/$1
*2$/6

6+D, &LUFXODWH GUDIW VWDII
UHSRUWV WR WKH LQYHVWLJDWLYH
WHDP IRU UHYLHZ> 1 1 1

,19 WUDFNV LVVXDQFH RI
GUDIW UHSRUWV> 1 1 1

: %\ PDLQWDLQLQJ D PRUH
FRQVLVWHQW YLHZ RI DOO 4
GDWD WKDW LV DFFHVVLEOH WR
DOO WHDP PHPEHUV GXULQJ
UHYLHZ1

: ,4 SURMHFW ZLOO RIIHU
´VLQJOH YLHZµ RI 4
GDWDEDVH WR DOO WHDP
PHPEHUV1

7+D, 0HHW DGPLQLVWUDWLYH
GHDGOLQHV IRU VWDII UHSRUWV>
1 1 1

,19 WUDFNV GHDGOLQHV
DQG LVVXDQFH GDWHV IRU
UHSRUWV DQG
GHWHUPLQDWLRQV> 1 1 1

: %\ OHVVHQLQJ WKH WLPH
VSHQW RQ GDWD HQWU\ DQG
UHFRQFLOLDWLRQ RI 4 GDWD>
E\ PDNLQJ LQWHULP
DQDO\WLFDO WDEOHV DYDLODEOH
VRRQHU WR WHDP> E\ JLYLQJ
WHDP PHPEHUV RSWLRQ WR
JHQHUDWH WKHLU RZQ ZRUN
WDEOHV1

: ,4 SURMHFW ZLOO OHVVHQ
GDWD HQWU\> VSHHG XS
SHU0FDVH
´SURJUDPPLQJµ> DQG
SURYLGH VHOI0VHUYLFH
VWDQGDUG OLVWLQJV DQG
UHSRUWV IURP FRPPRQ
GDWDEDVH1

)XOILOOLQJ WKLV JRDO ZLOO HVWDEOLVK PRUH HIILFLHQW LQYHVWLJDWLRQ
SURFHVVHV/ DQG PRUH IOH[LEOH VHUYLFH WR TXHVWLRQQDLUH UHFLSLHQWV/
ZKR ZLOO EH DEOH WR SURYLGH GDWD ZLWK JUHDWHU VSHHG DQG DFFXUDF\1
7KH &RPPLVVLRQ ZLOO DOVR EH IXUWKHULQJ WKH SXUSRVHV RI WKH
*RYHUQPHQW 3DSHUZRUN (OLPLQDWLRQ $FW1
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2SHUDWLRQ 1R1 5
,QWHOOHFWXDO 3URSHUW\0%DVHG ,PSRUW
,QYHVWLJDWLRQV

7KH 86,7& DGMXGLFDWHV FRPSODLQWV EURXJKW E\ GRPHVWLF
LQGXVWULHV WKDW DOOHJH LQIULQJHPHQW RI 8161 LQWHOOHFWXDO SURSHUW\
ULJKWV DQG RWKHU XQIDLU PHWKRGV RI FRPSHWLWLRQ E\ LPSRUWHG
JRRGV1 6XFK LQYHVWLJDWLRQV FUHDWH D ODUJH DGPLQLVWUDWLYH UHFRUG RI
SOHDGLQJV/ H[KLELWV/ DQG RWKHU GRFXPHQWV1 5HVRXUFHV DQG
WHFKQRORJ\ SHUPLWWLQJ/ WKH DJHQF\ SODQV WR HQKDQFH WKH FRQGXFW
RI LWV LQWHOOHFWXDO SURSHUW\0EDVHG LPSRUW LQYHVWLJDWLRQV E\
PHHWLQJ WKH IROORZLQJ JRDOV=

675$7(*,& 3(5)250$1&(
5(/$7(' ,50 675$7(*<

675$7(*,&
3/$1 *2$/6

3(5)250$1&(
,1',&$7256 +2: &$1 ,7 +(/3

5($&+ 7+( *2$/" 63(&,),& ,50 *2$/

6+D, ,QFUHDVH
LQIRUPDWLRQ
DFFHVVLEOH WR WKH
SXEOLF YLD
HOHFWURQLF DQG
RWKHU PHDQV1

: 28,, UHSRUWV RQ LQYHQWRU\
>RI 66:0UHODWHG UHIHUHQFH
DQG RWKHU LQIR RQ WKH
86,7& :HE1@

: 6(22,6 WUDFNV WLPH
EHWZHHQ ILOLQJ DQG
VFDQQLQJ RI VXEPLVVLRQV
DFFHSWHG IRU ILOLQJ1

: 6(22,6 WUDFNV WLPH
EHWZHHQ VXEPLVVLRQ DQG
VFDQQLQJ RI 6HF1 66:
HYLGHQWLDU\ UHFRUG1

: 3URYLGH FDSDELOLW\ IRU
TXLFN GHYHORSPHQW RI
:HE VLWHV WKDW FDQ EH
XSGDWHG HDVLO\ E\
FRQWHQW H[SHUWV1

: 3URYLGH HOHFWURQLF ILOLQJ
) EHWWHU VFDQ DQG
DGPLQ FDSDELOLWLHV

: 3URYLGH EHWWHU VFDQ DQG
EXON SURFHVVLQJ
IDFLOLWLHV1

: :HE VLWH ZLWK
LPSURYHG FRQWHQW
PDQDJHPHQW
IHDWXUHV +µP\,7&µ,1

: %\ 2FWREHU 5336 +SHU
*3($ 3ODQ,/ RIIHU
RSWLRQ IRU HOHFWURQLF
ILOLQJ RI GRFXPHQWV
ZLWK 'RFNHWV1
+´(',60,,µ SURMHFW1,

: (',60,, ZLOO SURYLGH
EHWWHU DQG IDVWHU EXON
VFDQ DQG
DGPLQLVWUDWLRQ
IHDWXUHV/ DV ZHOO DV
IDVWHU UHVHDUFK1

)XOILOOLQJ WKHVH JRDOV ZLOO FRQWULEXWH WR WKH WLPHOLQHVV RI
SURFHHGLQJV E\ DOORZLQJ PRUH HIILFLHQW UHVHDUFK DQG ZLOO PDNH
FDVH GRFXPHQWV PRUH DFFHVVLEOH1 5HSODFLQJ (',6 DOVR ZLOO EH D
PDMRU VWHS WRZDUG IXOILOOLQJ WKH DJHQF\·V *3($ 3ODQ DQG ZLOO PDNH
PRUH HIILFLHQW WKH FRQGXFW RI LPSRUW LQMXU\ LQYHVWLJDWLRQV FRYHUHG
LQ 2SHUDWLRQ 41
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2SHUDWLRQ 1R1 6
5HVHDUFK 3URJUDP

7KH 86,7& FRQGXFWV DQ H[WHQVLYH UHVHDUFK SURJUDP FRQVLVWLQJ RI
LWV SUREDEOH HFRQRPLF HIIHFWV LQYHVWLJDWLRQV DQG DQDO\VHV RI WUDGH
DQG FRPSHWLWLYHQHVV LVVXHV1 ,W LV D QDWLRQDO UHVRXUFH RI LQGXVWU\/
HFRQRPLF DQG UHJLRQDO H[SHUWV IRU WKH 1DWLRQ·V SROLF\PDNHUV1
7KH DJHQF\ KDV GHYHORSHG D WHFKQLTXH WKDW VLJQLILFDQW HQKDQFHV
WKH HIILFLHQF\ DQG VSHHG RI FRQGXFWLQJ SUREDEOH0HIIHFWV LQYHVWL0
JDWLRQV E\ XVLQJ DXWRPDWHG WHPSODWHV WR VXSSRUW DQDO\VWV
PDNLQJ SURGXFW0OHYHO HFRQRPLF HVWLPDWHV IRU VHOHFWHG LQYHVWL0
JDWLRQV1 5HVRXUFHV DQG WHFKQRORJ\ SHUPLWWLQJ/ WKH 86,7& SODQV
WR HQKDQFH IXUWKHU LWV UHVHDUFK SURJUDP E\ PHHWLQJ WKH IROORZLQJ
JRDOV=

675$7(*,& 3(5)250$1&(
5(/$7(' ,50 675$7(*<

675$7(*,&
3/$1 *2$/6

3(5)250$1&(
,1',&$7256 +2: &$1 ,7 +(/3

5($&+ 7+( *2$/" 63(&,),& ,50 *2$/

4+D, 2EWDLQ
LQFUHDVHG XVH RI
,7& FDSDELOLWLHV2
UHVHDUFK SURGXFWV
E\ FXVWRPHUV LQ
&RQJUHVV/ 8675/
SHHUV/ WKH SXEOLF1

23 ZLOO WUDFN=
: /HYHO RI YLVLWRUV

GRZQORDGLQJ UHSRUWV IURP
,7& :HE VLWH>

: 5HTXHVWV IRU KDUG FRSLHV
RI UHSRUWV>

: :ULWWHQ FRPPHQWV IURP
XVHUV>

: 1R1 RI ZLWQHVVHV DQG
0HPEHUV RI &RQJUHVV
WHVWLI\LQJ DW 6HF1 665
KHDULQJV>

: 1R1 RI QHZ UHTXHVWV IRU
6HF1 665 LQYHVWLJDWLRQV1

: (QKDQFH HDVH RI XVH RI
:HE VLWH>

: 3URYLGH :HE VLWH
´SHUVRQDOL]DWLRQµ WR
SURYLGH VHUYLFHV OLNH
QRWLILFDWLRQ RI LWHPV RI
LQWHUHVW>

: ,PSURYH FDSDELOLWLHV IRU
H[HFXWLQJ GDWD0
LQWHQVLYH 665·V OLNH 3(
VWXGLHV>

: 'HYHORS IOH[LEOH DQG
XVHIXO PHFKDQLVPV IRU
GHOLYHULQJ UHVHDUFK YLD
WKH :HE +H1J1/ $IULFD
TXDUWHUO\ GDWD XSGDWHV1,

: (QKDQFH WKH
DSSHDUDQFH DQG
DFFHVVLELOLW\ RI
SXEOLVKHG UHSRUWV

: :HE VLWH ZLWK
LPSURYHG FRQWHQW
PDQDJHPHQW
IHDWXUHV +´P\,7&µ,1

: 5DSLG :HE
GHYHORSPHQW
FDSDELOLW\

: 3UREDEOH0HIIHFWV
V\VWHP IRU IDVW/
FRQVLVWHQW
GHYHORSPHQW DQG
HOHFWURQLF SXEOLFDWLRQ
RI RI ODUJH0VFDOH/
PRGHO0EDVHG VWXGLHV

: $VVHVV YDOXH RI
PRUH FRORU JUDSKLFV
LQ UHSRUW GHVLJQ

: $VVHVV YDOXH RI
GLVWULEXWLRQ RI UHSRUWV
YLD &'

$ ´SHUVRQDOL]HGµ :HE VLWH ZLOO KHOS XV UHDFK SRWHQWLDO FRQVXPHUV
RI RXU ZRUN SURGXFW ZLWK SUHFLVLRQ/ DQG LQFUHDVH WKHLU
DSSUHFLDWLRQ RI WKH ,7& DV D FRQYHQLHQW UHVHDUFK UHVRXUFH1
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$ FDSDELOLW\ IRU TXLFN GHYHORSPHQW RI GDWD0LQWHQVLYH LQWHUDFWLYH
:HE VLWHV FXVWRPL]HG IRU D SDUWLFXODU FOLHQW ZLOO OHW XV RIIHU WLPHO\
DQG ´HYHUJUHHQµ +DOZD\V FXUUHQW, GDWD WR VXSSOHPHQW 665
LQYHVWLJDWLRQV1

$Q SUREDEOH0HIIHFWV ´WHPSODWHµ V\VWHP ZLOO HQKDQFH WKH
&RPPLVVLRQ·V VWDWXV DV D UHVSRQVLYH VRXUFH RI FRQVLVWHQWO\
VRXQG WUDGH0SROLF\ DQDO\VLV1 ,W ZLOO DOVR SHUPLW WKH DJHQF\ WR
XQGHUWDNH ODUJH +KXQGUHGV RU WKRXVDQGV RI SURGXFWV,
SUREDEOH0HIIHFWV LQYHVWLJDWLRQV LQ WLPH0IUDPHV WKDW PHHW
SROLF\PDNHUV· UHTXLUHPHQWV1
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2SHUDWLRQ 1R1 7
7UDGH ,QIRUPDWLRQ 6HUYLFHV

7KH 86,7& PDLQWDLQV DQ H[WHQVLYH UHSRVLWRU\ RI WUDGH GDWD DQG
WUDGH H[SHUWLVH DQG SURYLGHV 8161 SROLF\PDNHUV ZLWK WUDGH
LQIRUPDWLRQ VHUYLFHV UHODWLQJ WR 8161 LQWHUQDWLRQDO WUDGH DQG
FRPSHWLWLYHQHVV1 7KH DJHQF\ DOVR SURYLGHV LWV VWDII DQG )HGHUDO
*RYHUQPHQW FXVWRPHUV XQLTXH LQWHUDFWLYH :HE0EDVHG DFFHVV WR
8161 WUDGH DQG WDULII GDWD YLD WKH 'DWD:HE V\VWHP1 $V RI
6HSWHPEHU 5333 WKH DJHQF\ FRPSOHWHG D SLORW WHVW RI WKH
IHDVLELOLW\ DQG YDOXH RI PDNLQJ WKH 'DWD:HE DYDLODEOH DV D IUHH
SXEOLF VHUYLFH DQG LQ -DQXDU\ 5334/ WKH &RPPLVVLRQ GHWHUPLQHG
WR SURYLGH 'DWD:HE DFFHVV DV DQ RQJRLQJ SXEOLF VHUYLFH1

2QH RI WKH &RPPLVVLRQ·V PRVW LPSRUWDQW LQIRUPDWLRQ SURGXFWV LV
WKH +DUPRQL]HG 7DULII 6FKHGXOH RI WKH 8QLWHG 6WDWHV ++76,1 7KH
+76 LV XVHG E\ LPSRUWHUV DQG WKH 8161 &XVWRPV 6HUYLFH DV WKH
DXWKRULWDWLYH VRXUFH RI LQIRUPDWLRQ RQ SURGXFW GHILQLWLRQV/ GXW\
UDWHV DQG RWKHU FRQGLWLRQV RI HQWU\ RI JRRGV LQWR WKH 8QLWHG 6WDWHV1
7KH +76 DQG UHODWHG LQIRUPDWLRQ LV UHOLHG XSRQ E\ 8161 WUDGH
RIILFLDOV LQ GHYHORSLQJ DQG QHJRWLDWLQJ WUDGH DJUHHPHQWV DQG DV
WKH EDVLV IRU GHILQLQJ RXU LQWHUQDWLRQDO REOLJDWLRQV DQG ULJKWV LQ WKH
:72 DQG RWKHU IRUD1 7KH 86,7& PDLQWDLQV XQLTXH VWDII H[SHUWLVH
LQ WKH KLJKO\ WHFKQLFDO GHWDLOV RI 8161 ODZ DQG LQWHUQDWLRQDO
FRQYHQWLRQ WKDW JRYHUQ WKH PRGLILFDWLRQ DQG LQWHUSUHWDWLRQ RI
WKHVH UXOHV1 7KH DJHQF\ IDFHV FKDOOHQJHV LQ PDLQWDLQLQJ LWV
H[DFWLQJ VWDQGDUGV RI TXDOLW\ ZKLOH NHHSLQJ XS ZLWK IDVW0PRYLQJ
FKDQJHV LQ SROLF\ DQG ODZ DQG UHVSRQGLQJ WR H[SHFWDWLRQV RI
LPPHGLDWH DQG FRQYHQLHQW DFFHVV WR GDWD HVVHQWLDO WR
FRPPHUFLDO RSHUDWLRQV1

5HVRXUFHV DQG WHFKQRORJ\ SHUPLWWLQJ/ WKH DJHQF\ SODQV WR
HQKDQFH WKH FRQGXFW RI LWV WUDGH LQIRUPDWLRQ VHUYLFHV E\ PHHWLQJ
WKH IROORZLQJ JRDOV=
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675$7(*,& 3(5)250$1&(
5(/$7(' ,50 675$7(*<

675$7(*,&
3/$1 *2$/6

3(5)250$1&(
,1',&$7256 +2: &$1 ,7 +(/3

5($&+ 7+( *2$/" 63(&,),& ,50 *2$/

4+D, 2EWDLQ
LQFUHDVHG XVH RI
,7& WUDGH GDWD DQG
QRPHQFODWXUH
H[SHUWLVH E\
FXVWRPHUV LQ
&RQJUHVV/ 8675/
SHHUV/ WKH SXEOLF1

23 WUDFNV=
: ELOO UHSRUWV>

: 7;70&RPPLWWHH DFWLRQV>

: 'DWD:HE XVH>

: 7UDGH 'DWDEDVH XVH1

: &RQWLQXH WR HQKDQFH/
SHUIRUPDQFH DQG HDVH
RI XVH RI 'DWD:HE>

: /RZHU WRWDO VWDII HIIRUW
UHTXLUHG WR PDLQWDLQ WKH
+76 IRU DOO SXUSRVHV
+KDUG0FRS\ DQG
´GDWDEDVHµ YHUVLRQVµ,/
ZKLOH LPSURYLQJ
WLPHOLQHVV DQG IHDWXUHV

: 8SJUDGH FDSDFLW\ RI
'DWD:HE V\VWHP WR
VXSSRUW *RYHUQPHQW
DQG SXEOLF DFFHVV1

: $XWRPDWH SRUWLRQV RI
+76 PDLQWHQDQFH
F\FOH WR HOLPLQDWH
GXSOLFDWLRQ HIIRUWV
DQG KHOS TXDOLW\
FRQWURO1

$XWRPDWLQJ WKH PDLQWHQDQFH DQG HQKDQFLQJ WKH HOHFWURQLF
DFFHVVLELOLW\ RI WKH XQLTXH +76 UHVRXUFH ZLOO LPSURYH WKH
DJHQF\·V DELOLW\ WR SURYLGH GHULYDWLYH ZRUN SURGXFWV WR NH\
FXVWRPHUV OLNH 8675/ VSHHG SXEOLFDWLRQ RI FKDQJHG LQIRUPDWLRQ/
DQG SURPRWH WKH JRDOV RI *3($1

0DNLQJ WKH 'DWD:HE DYDLODEOH DV D IUHH SXEOLF UHVRXUFH ZLOO
IXUWKHU WKH UHSXWDWLRQ RI WKH DJHQF\ DV WKH 1DWLRQ·V LQWHUQDWLRQDO
WUDGH H[SHUWV/ LPSURYH WKH TXDOLW\ RI WKH*RYHUQPHQW·V DQDO\VLV RI
LQWHUQDWLRQDO WUDGH LVVXHV/ VHUYH NH\ FXVWRPHUV DQG WKH SXEOLF
ZLWKRXW EXUGHQLQJ DJHQF\ VWDII ZLWK VLPSOH GDWD LQTXLULHV/ DQG
SURPRWH WKH SXUSRVHV RI *3($1
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&URVV0&XWWLQJ DQG 6XSSRUWLQJ *RDOV

7KH &RPPLVVLRQ SODQV D QXPEHU RI ,7 LQLWLDWLYHV WKDW ZLOO DVVLVW
WKH FRQGXFW RI DOO RU PRVW RI WKH DJHQF\·V ILYH VWUDWHJLF
2SHUDWLRQV=

&52660&877,1* $1' 6833257,1* *2$/6 )25 )<5334053360&217,18('

*2$/ 5(/$7(' ,7 675$7(*< *8,'(/,1(6
5(/$7(' %86,1(66
5(48,5(0(176 25
(19,5210(17$/ )$&7256

6HFXULW\ DUFKLWHFWXUH1
³,PSOHPHQW D UHSODFHPHQW
QHWZRUN DUFKLWHFWXUH EDVHG RQ
WKH ´QHWZRUN VHUYLFHV PRGHO/µ
LQFOXGLQJ DQ DGYDQFHG VHFXULW\
IDFLOLW\ +´(/$1µ,

: %XLOG FDSDELOLW\ IRU UDSLG GHYHORSPHQW
RI QHZ V\VWHPV>

: 'HYHORS V\VWHPV WKDW DUH DFFHVVLEOH
IURP DQ\ZKHUH>

: 'HYHORS D VHFXULW\ LQIUDVWUXFWXUH>
: 0DLQWDLQ DQ HQG0XVHU FRPSXWLQJ

HQYLURQPHQW WKDW LV FRPSHWLWLYH>

: )RFXV DJHQF\ VWDQGDUGV RQ
IDFLOLWDWLQJ LQIRUPDWLRQ H[FKDQJH

: (QDEOH *3($0FRPSOLDQW
HOHFWURQLF WUDQVDFWLRQV IRU
(',6/ HWF1>

: 6XSSRUW UHPRWH2PRELOH
ZRUN>

: (QDEOH FORVHU FROODERUDWLRQ
ZLWK FXVWRPHUV>

: &RQWURO ´OHYHO0VHUYLFHVµ
FRVWV

P\,7&1³,PSOHPHQW
SHUVRQDOL]HG/ VHFXUH :HE
´SRUWDOµ IRU HOHFWURQLF GHOLYHU\ RI
PRVW DJHQF\ ZRUN SURGXFWV1 ([=
8675 RIILFLDOV ZRXOG EH DEOH WR
YLHZ FRQILGHQWLDO 665·V RU 3(
GDWDEDVHV YLD P\,7& WKDW ZRXOG
QRW EH YLVLEOH WR WKH SXEOLF1

: %XLOG FDSDELOLW\ IRU UDSLG GHYHORSPHQW
RI QHZ VHUYLFHV>

: %XLOG V\VWHPV WKDW DUH DFFHVVLEOH
IURP DQ\ZKHUH YLD EURZVHU>

: 2IIHU VHOI0VHUYLFH V\VWHPV>
: $VVXPH IODW RU GHFOLQLQJ SHUPDQHQW

VWDIILQJ OHYHO IRU ,7

: &RQWURO FRVWV DQG PDLQWDLQ
TXDOLW\>

: 2IIHU FXVWRPHU
VHOI0VHUYLFH>

: *3($ 3ODQ

$' 'DWD :DUHKRXVH1³VXSSRUW
LPSURYHG EXGJHW IRUPXODWLRQ DQG
H[HFXWLRQ

: 'HYHORS DJHQF\ GHFLVLRQ0PDNLQJ
LQIUDVWUXFWXUH IRU ,50

: ´/HYHO VHUYLFHVµ FRVW
VDYLQJV>

: (QDEOH EHWWHU EXGJHW DQG
SODQQLQJ SURFHVVHV DQG
DOLJQPHQW ZLWK *35$2
&OLQJHU0&RKHQ
PDQDJHPHQW JXLGDQFH>

: %HWWHU VXSSRUW IRU EXGJHW
MXVWLILFDWLRQ RI
QRQ0WUDGLWLRQDO SURMHFWV DQG
SURJUDPV
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&52660&877,1* $1' 6833257,1* *2$/6 )25 )<5334053360&217,18('

5(/$7(' %86,1(66
5(48,5(0(176 25
(19,5210(17$/ )$&7256

5(/$7(' ,7 675$7(*< *8,'(/,1(6*2$/

'HYHORS YDULHW\ RI VPDOOHU RU
TXLFN0UHVSRQVH +´RSSRUWXQLVWLFµ,
DSSOLFDWLRQV ZLWKLQ YHU\ OLPLWHG
EXGJHW UHPDLQLQJ DIWHU VWUDWHJLF
JRDOV DUH IXQGHG

: %XLOG FDSDELOLW\ IRU UDSLG GHYHORSPHQW
RI QHZ V\VWHPV>

: 6\VWHPV WKDW DUH DFFHVVLEOH IURP
DQ\ZKHUH YLD EURZVHU>

: 6HOI0VHUYLFH>

: 0DLQWDLQ DQ HQG0XVHU FRPSXWLQJ
HQYLURQPHQW WKDW LV FRPSHWLWLYH

: )UHTXHQW RQH0RI0D0NLQG
WUDGH0SROLF\ DQDO\VLV WRROV
WR VXSSRUW ´SUHIHUUHG
UHVHDUFK SURYLGHUµ JRDO>

: )RUPV DXWRPDWLRQ
+LQWHUQDO,>

: 0LVFHOODQHRXV XQIXQGHG
*3($ JRDOV +)2,$
UHTXHVW/ HWF1,

,QIUDVWUXFWXUH= ,PSOHPHQW
FRPSRQHQW0EDVHG DSSOLFDWLRQV
IDFLOLW\ WR VXSSRUW UDSLG DQG
ORZ0FRVW +´RSSRUWXQLVWLFµ,
GHYHORSPHQW RI QHZ
:HE0DFFHVVLEOH V\VWHPV

: %XLOG FDSDELOLW\ IRU UDSLG GHYHORSPHQW
RI QHZ V\VWHPV>

: 6\VWHPV WKDW DUH DFFHVVLEOH IURP
DQ\ZKHUH YLD EURZVHU

: 6HOI0VHUYLFH>

: 'HYHORS D VHFXULW\ LQIUDVWUXFWXUH>

: 0D[LPL]H WKH XVH RI RII0WKH0VKHOI
V\VWHPV> $VVXPH IODW RU GHFOLQLQJ
SHUPDQHQW VWDIILQJ OHYHO IRU ,7

: 8VH FRPSRQHQW WHFKQRORJ\
DQG RSHQ VWDQGDUGV WR
RIIVHW LQDELOLW\ WR PDLQWDLQ
WRS WHFKQLFDO WDOHQW DQG VWLOO
JHQHUDWH ODUJH QXPEHUV RI
UHODWLYH VLPSOH DSSOLFDWLRQV
HFRQRPLFDOO\

,PSOHPHQW VHUYLFH0OHYHO
VWDQGDUGV IRU EDVLF ´GHVNWRSµ
IDFLOLWLHV DQG PDMRU DSSOLFDWLRQV

: 6XSSRUW H[LVWLQJ VWUDWHJLF V\VWHPV>

: 0DLQWDLQ DQ HQG0XVHU FRPSXWLQJ
HQYLURQPHQW WKDW LV FRPSHWLWLYH>

: $VVXPH IODW RU GHFOLQLQJ SHUPDQHQW
VWDIILQJ OHYHO IRU ,7

: &RQWURO FRVWV E\ EHWWHU
IRFXV RQ PHHWLQJ KLJK
FXVWRPHU SULRULWLHV>

: 6XSSRUW EHWWHU VRXUFLQJ
GHFLVLRQV IRU EDVLF VHUYLFHV

,QIRUPDWLRQ 7HFKQRORJ\ $UFKLWHFWXUH

$Q ,QIRUPDWLRQ 7HFKQRORJ\ $UFKLWHFWXUH +,7$, LV D WUDQVODWLRQ RI
DJHQF\ EXVLQHVV UHTXLUHPHQWV/ SOXV IDFWRUV LQ LWV EXVLQHVV/
WHFKQRORJ\/ UHJXODWRU\ DQG RUJDQL]DWLRQDO HQYLURQPHQW/ LQWR D
WHFKQLFDO LQIUDVWUXFWXUH WKDW LV FDSDEOH RI PHHWLQJ WKH
UHTXLUHPHQWV HIILFLHQWO\1 $V GHILQHG LQ 20% JXLGDQFH/ DQ ,7$
FRPSULVHV6 HOHPHQWV= DQ HQWHUSULVH DUFKLWHFWXUH +D GHVFULSWLRQ RI
EXVLQHVV SURFHVVHV RI WKH DJHQF\,> D WHFKQLFDO UHIHUHQFH PRGHO
WKDW GHVFULEHV WKH RYHUDOO FRQILJXUDWLRQ RI WKH SK\VLFDO DQG ORJLFDO
FRPSRQHQWV RI WKH DJHQF\·V ,7 DVVHWV> DQG D VWDQGDUGV SURILOH WKDW
FDWDORJV WKH SURWRFROV/ IRUPDWV DQG VWDQGDUGV XVHG E\ WKH DJHQF\
WR DFKLHYH LQWHURSHUDELOLW\ DPRQJ YDULRXV FRPSXWHU V\VWHPV1
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7KH &RPPLVVLRQ·V ,7$ LVPDQDJHG E\ WKH ,5026& ZLWK DVVLVWDQFH
RI WKH 75&1 ,Q DOO RUJDQL]DWLRQV/ WKHUH LV DQ H[LVWLQJ SK\VLFDO ,7
LQIUDVWUXFWXUH FRQVLVWLQJ RI WKH V\VWHPV DQG VWDQGDUGV DOUHDG\ LQ
SODFH²WKH ´OHJDF\µ DUFKLWHFWXUH17KH ,7$GRFXPHQW GHVFULEHV WKLV
H[LVWLQJ LQIUDVWUXFWXUH DQG D WDUJHW LQIUDVWUXFWXUH WKDW FDQ PHHW
WKH DJHQF\·V SODQQHG EXVLQHVV UHTXLUHPHQWV1

7KH 86,7&·V WDUJHW LQIUDVWUXFWXUH LV EDVHG RQ D WHFKQLFDO
UHIHUHQFH PRGHO FDOOHG WKH ´QHWZRUN VHUYLFHV PRGHOµ GHILQHG E\
WKH %XUWRQ *URXS +DQG RWKHUV1, 7KLV LV D WHFKQLFDO PRGHO WKDW
PD[LPL]HV DQ RUJDQL]DWLRQ·V DELOLW\ WR LPSOHPHQW TXLFNO\ DQG
PDQDJH HIIHFWLYHO\ D GLYHUVH DQG FKDQJLQJ VHW RI HOHFWURQLF
WUDQVDFWLRQV DQG FROODERUDWLRQV EHWZHHQ LWVHOI DQG D ODUJH QXPEHU
RI FXVWRPHU DXGLHQFHV DQG EXVLQHVV SDUWQHUV1 ,W LV WKXV ZHOO VXLWHG
WR LPSOHPHQWLQJ H0FRPPHUFH/ DQG OLNHZLVH H0JRYHUQPHQW1

$SODQ LV QHHGHG IRU WKH WUDQVLWLRQ IURP WKH DUFKLWHFWXUH WKDW H[LVWV
QRZ WR WKH WDUJHW DUFKLWHFWXUH1 7KH WUDQVLWLRQ SODQ LQFOXGHV
ZKDWHYHU SURMHFWV DUH QHHGHG WR DGGUHVV VSHFLILF DUHDV RI WKH
DUFKLWHFWXUH WKDW DUH VFKHGXOHG WR FKDQJH1 ,W DOVR GHVFULEHV KRZ
GHSHQGHQFLHV DPRQJ YDULRXV FRPSRQHQWV RI WKH DUFKLWHFWXUH ZLOO
EH PDQDJHG GXULQJ WUDQVLWLRQ WR PLQLPL]H ZRUN GLVUXSWLRQ DQG
ULVN RI GHOD\ LQ LPSOHPHQWLQJ SODQQHG VWUDWHJLF DSSOLFDWLRQV1

)RU WKH SHULRG )<53340)<5336/PRVW RI WKH HOHPHQWV UHTXLUHG WR
UHDFK WKH WDUJHW DUFKLWHFWXUH LV LQFOXGHG LQ WKH (/$1 SURMHFW1
(/$1 ZLOO UHSODFH WKH FXUUHQW ,7&1HW V\VWHP +FHQWHUHG RQ WKH
DJHQF\·V %DQ\DQ 6\VWHPV 9,1(6 QHWZRUN RSHUDWLQJ V\VWHP,
ZLWK D V\VWHP FDSDEOH RI VXSSRUWLQJ WKH ,QWHUQHW0RULHQWHG
EXVLQHVV UHTXLUH0 PHQWV RXU SODQQLQJ KDV LGHQWLILHG1

$ FULWLFDO IHDWXUH RI WKH (/$1 V\VWHP ZLOO EH D IOH[LEOH DQG VWURQJ
VHFXULW\ V\VWHP1 7KH V\VWHP PXVW SURYLGH SURWHFWLRQ RI
FRQILGHQWLDO LQIRUPDWLRQ WKDW ZLOO JLYH FRQILGHQFH WR DJHQF\
PDQDJHUV DQG WKH SDUWLHV DQG FXVWRPHUV ZKR HQWUXVW WKHLU WUDGH
VHFUHWV WR XV1 $W WKH VDPH WLPH/ LW PXVW VXSSRUW WKH
HYHU0LQFUHDVLQJ GHJUHH RI PRELOLW\/ IOH[LELOLW\/ DQG SDUWQHULQJ
DUUDQJHPHQWV QHHGHG WR UHDFK DJHQF\ EXVLQHVV JRDOV DQG WKH
*3($ YLVLRQ RI HOHFWURQLF JRYHUQPHQW1

6HYHUDO PDMRU SODQQHG DSSOLFDWLRQV/ LQFOXGLQJ (',6 DQG
HOHFWURQLF DFFHSWDQFH RI 2,19 TXHVWLRQQDLUHV/ GHSHQG FULWLFDOO\
RQ WKH (/$1 VHFXULW\ DUFKLWHFWXUH1 ,PSOHPHQWDWLRQ RI WKLV QHZ
VHFXULW\ V\VWHP LV SODQQHG IRU )<5335/ FRLQFLGHQW ZLWK SUHVHQW
WLPH0OLQHV IRU LPSOHPHQWDWLRQ RI WKH KLJK0ULVN PRGXOHV RI WKH
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VXSSRUWHG DSSOLFDWLRQV1 'HOD\ LQ ILHOGLQJ DQG WHVWLQJ WKH (/$1
VHFXULW\ V\VWHP ZRXOG WKHUHIRUH GHOD\ WKH LPSOHPHQWDWLRQ
VFKHGXOHV RI WKRVH V\VWHPV1

2WKHU FRPSRQHQWV RI WKH (/$1 V\VWHP²QHZ ILOH/ SULQW/ FDOHQGDU
DQG HPDLO VHUYLFHV> UHPRWH0DFFHVV IDFLOLWLHV³DUH FRQVLGHUHG IDU
OHVV FKDOOHQJLQJ DQG ULVN\1 :KLOH VRPH VWDII UHWUDLQLQJ +ERWK ,7
VWDII DQG DJHQF\ SURJUDP0RIILFH VWDII, ZLOO EH QHHGHG/ VLJQLILFDQW
ZRUN GLVUXSWLRQ LV QRW H[SHFWHG DQG WKHUH DUH QR VLJQLILFDQW
GHSHQGHQFLHV RI QHZ VWUDWHJLF DSSOLFDWLRQV RQ WKHVH (/$1
FRPSRQHQWV1

7KH RWKHU PDMRU SURMHFW UHTXLUHG WR UHDFK WKH WDUJHW ,7
DUFKLWHFWXUH LV FUHDWLRQ RI D JHQHUDO0SXUSRVH VRIWZDUH
GHYHORSPHQW IDFLOLW\1 6RIWZDUH GHYHORSPHQW ZLOO UHPDLQ DQ
LPSRUWDQW SDUW RI ,50 DFWLYLW\ HYHQ WKRXJK WKH DJHQF\ H[SHFWV WR
PHHWPRVW VWUDWHJLF V\VWHPV QHHGV YLD DFTXLVLWLRQ RI RII0WKH0VKHOI
V\VWHPV RU FRPSHWLWLYHO\ VRXUFHG VRIWZDUH GHYHORSPHQW
SURMHFWV1 7KH DJHQF\ ZLOO QHHG WR VXSSRUW VPDOOHU ´RSSRUWXQLVWLFµ
SURMHFWV XVLQJ D EOHQG RI LQ0KRXVH VWDII DQG FRQWUDFWRUV1
2SSRUWXQLVWLF V\VWHPV DUH WKRVH EXLOW WR PHHW XQDQWLFLSDWHG RU
IUHTXHQWO\ FKDQJLQJ QHHGV/ EXW ZKLFK DUH QRW UHTXLUHG WR EH KLJKO\
UREXVW/ VFDODEOH RU IXOO0IHDWXUHG1 7KH DELOLW\ WR GHYHORS ´TXLFN DQG
GLUW\µ V\VWHPV DGGUHVVHV WKH EXVLQHVV QHHG WR UHVSRQG WR KLJKO\
YDULDEOH UHVHDUFK RU WHFKQLFDO DVVLVWDQFH UHTXHVWV WKDW W\SLFDOO\
KDYH VKRUW GHDGOLQHV1 7KLV FDSDELOLW\ ZLOO FRQWULEXWH PXFK WRZDUG
PDNLQJ WKH 86,7& D SUHIHUUHG VRXUFH IRU VXFK VHUYLFHV1 ,Q
DGGLWLRQ WR VSHHG/ WKH DJHQF\·V DSSOLFDWLRQV VWUDWHJ\ QHHGV WR EH
DEOH WR SURGXFH V\VWHPV DW ORZ FRVW1 7KLV LV D UHTXLUHPHQW IRU
GHDOLQJ ZLWK D YHU\ ODUJH DJHQGD RI UHODWLYHO\ VLPSOH/
QRQ0VWUDWHJLF DSSOLFDWLRQ UHTXLUHPHQWV +H1J1/ LQWHUQDO IRUPV
DXWRPDWLRQ/ DQG PLVFHOODQHRXV VPDOO0YROXPH *3($0UHODWHG
SURMHFWV, ZLWK YHU\ FRQVWUDLQHG IXQGLQJ1 )LQDOO\/ WKH DSSOLFDWLRQ
IDFLOLW\PXVW QRW UHTXLUH SUHPLXP0SULFHG VRIWZDUH GHYHORSHUV= WKH
DJHQF\ GRHV QRW KDYH WKHP RQ VWDII FXUUHQWO\/ DQG ZLOO QRW EH DEOH
WR DWWUDFW RU UHWDLQ WKHP DW )HGHUDO SD\ VFDOHV1

7KH DJHQF\·V VWUDWHJ\ IRU VDWLVI\LQJ WKHVH UHTXLUHPHQWV DQG
FRQVWUDLQWV LV WR LGHQWLI\/ LPSOHPHQW/ DQG WUDLQ LQ0KRXVH
GHYHORSHUV RQ DQ DSSOLFDWLRQ VHUYHU SURGXFW VXLWH EDVHG RQ D
VWDQGDUG VRIWZDUH FRPSRQHQW PRGHO1: ; $OWKRXJK WKLV SURMHFW ZLOO

: 0RVW FXUUHQW LQ0KRXVH VRIWZDUH GHYHORSPHQW LV EDVHG RQ 0LFURVRIW·V
$FWLYH 6HUYHU 3DJHV +$63, SURGXFW/ ZKLFK LPSOHPHQWV 0LFURVRIW·V &202
'&20 FRPSRQHQW PRGHO1 +RZHYHU/ WHVWLQJ LV FXUUHQWO\ EHLQJ FRQGXFWHG
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UHTXLUH D VLJQLILFDQW DPRXQW RI WHFKQLFDO ZRUN DQG VWDII
GHYHORSPHQW DQG WUDLQLQJ/ LW LV QRW QRZ H[SHFWHG WR LQYROYH PDMRU
DFTXLVLWLRQ FRVWV1 &RQVHTXHQFHV RI GHOD\ RU IDLOXUH WR LPSOHPHQW
WKLV DGYDQFHG VRIWZDUH DSSOLFDWLRQV GHYHORSPHQW IDFLOLW\ ZRXOG
EH WR OLPLW WKH DELOLW\ WR SURYLGH TXLFN0UHVSRQVH UHVHDUFK +IRU
SURMHFWV ZLWK D VLJQLILFDQW GDWD FRPSRQHQW, DQG OLPLW WKH QXPEHU
RI VPDOOHU QRQ0VWUDWHJLF V\VWHPV +H1J1/ LQWHUQDO IRUPV
DXWRPDWLRQ, WKDW FDQ EH ILHOGHG ZLWKLQ WKH )<53340)<5336
SODQQLQJ KRUL]RQ1

:³&RQWLQXHG
ZLWK D SURGXFW WKDW LPSOHPHQWV 6XQ 0LFURV\VWHPV· -DYD05 (QWHUSULVH (GLWLRQ
+-5((, DSSOLFDWLRQ VHUYHU VWDQGDUG/ EDVHG RQ WKH -DYDEHDQV2(QWHUSULVH -D0
YD%HDQV +(-%, FRPSRQHQW PRGHO1 7KH ODWWHU DSSHDUV WR KDYH VWURQJ PR0
PHQWXP DPRQJ GHYHORSHUV DQG VRIWZDUH YHQGRUV/ KDV PRUH IHDWXUHV/ DQG
UXQV RQ D ZLGHU YDULHW\ RI VRIWZDUH SODWIRUPV1 2Q WKH RWKHU KDQG/ LW LV DV \HW
VWLOO D ELW PRUH FRPSOH[ WKDQ $631

; 7KH FRQFHSW RI ´RSSRUWXQLVWLFµ DSSOLFDWLRQV GHYHORSPHQW DQG WKH VWUDW0
HJ\ RI IRFXVLQJ RQ D VLQJOH YHQGRU·V DSSOLFDWLRQ GHYHORSPHQW VXLWH DUH WDNHQ
IURP UHVHDUFK E\ *DUWQHU *URXS/ WKH ZRUOG·V ODUJHVW ,7 DGYLVRU\ VHUYLFH1
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,QWHJUDWLRQ ZLWK 2WKHU 0DQDJHPHQW
3URFHVVHV

6XFFHVV LQ H[HFXWLQJ WKH PDMRU ,7 V\VWHPV DQG WHFKQLFDO
LQIUDVWUXFWXUH SURMHFWV SODQQHG WR DFKLHYH WKH DJHQF\·V VWUDWHJLF
JRDOV ZLOO GHSHQG RQ VXSSRUW IURP RWKHU DJHQF\ PDQDJHPHQW
V\VWHPV1 7KH IROORZLQJ GLVFXVVLRQ LGHQWLILHV VRPH VXFK
GHSHQGHQFLHV1

6WUDWHJLF 3ODQQLQJ

7KH 86,7& LV FXUUHQWO\ XQGHUWDNLQJ D PDMRU UHYLVLRQ RI LWV
6WUDWHJLF 3ODQ/ WR EH WUDQVPLWWHG WR 20% LQ 6HSWHPEHU 53341 7KH
RXWFRPH RI WKLV SURFHVV ZLOO GULYH UHYLVLRQV LQ VXSSRUWLQJ SODQV/
LQFOXGLQJ WKH ,50 3ODQ1 $OVR/ VRPH IXUWKHU LPSURYHPHQWV DUH
DQWLFLSDWHG IRU WKH VWUDWHJLF SODQQLQJ SURFHVV LQ IXWXUH F\FOHV1
)LUVW/ HDUOLHU LQWURGXFWLRQ RI WHFKQRORJ\ FRQVLGHUDWLRQV VKRXOG
WDNH SODFH DV D UHVXOW RI WKH &RPPLVVLRQ·V SODQV WR HVWDEOLVK D&,2
SRVLWLRQ ZLWK D PRUH IRUPDO UROH LQ WKH VWUDWHJLF SODQQLQJ SURFHVV/
FRQVLVWHQW ZLWK &OLQJHU0&RKHQ DQG 20%·V LPSOHPHQWLQJ
JXLGDQFH1 6HFRQG/ WKH DJHQF\ H[SHFWV IXUWKHU HYROXWLRQ LQ WKH
UHODWLRQVKLS EHWZHHQ WKH VWUDWHJLF SODQQLQJ SURFHVV DQG WKH
EXGJHW SURFHVV1 6SHFLILFDOO\/ WKH DJHQF\ H[SHFWV WR VHH JUHDWHU
LQIOXHQFH RI WKH 6WUDWHJLF 3ODQ RQ WKH EXGJHW/ VR WKDW UHVRXUFH
DOORFDWLRQZLOO EH OLQNHG GLUHFWO\ WR VXSSRUW IRU VWUDWHJLF SODQ JRDOV1
7KLUG/ SURJUHVV LQ WKH XVH RI SHUIRUPDQFH0EDVHG PDQDJHPHQW LQ
WKH VWUDWHJLF SODQQLQJ SURFHVV LV DQWLFLSDWHG/ DV HDUO\ UHVXOWV RI
SHUIRUPDQFH PHDVXUHPHQWV DUH DVVHVVHG HDFK \HDU DQG DV
H[SHULHQFH ZLWK HVWDEOLVKLQJ SHUIRUPDQFH LQGLFDWRUV LQFUHDVHV1

7KH ,50 3ODQ ZLOO EH UHYLHZHG DQQXDOO\ WR DVVXUH LW LV DGMXVWHG IRU
FKDQJHG FLUFXPVWDQFHV DQG SULRULWLHV1 +RZHYHU/ LW PD\ EH
DSSURSULDWH WR FRQGXFW D PRUH LQ0GHSWK UHYLHZ LQ )<5334 LQ OLJKW
RI WKH UDSLG HYROXWLRQ RI WKH 6WUDWHJLF 3ODQQLQJ DQG UHODWHG
SURFHVVHV1

,7 &DSLWDO 0DQDJHPHQW

7KH &OLQJHU0&RKHQ $FW DQG 20% LPSOHPHQWLQJ JXLGDQFH KDV
VLJQLILFDQWO\ LQFUHDVHG WKH HPSKDVLV RQ PDQDJHPHQW RI ,7
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LQYHVWPHQW DQG UHVRXUFH PDQDJHPHQW1 /LNH PDQ\ DJHQFLHV/ WKH
86,7& LV LQ WKH SURFHVV RI GHYHORSLQJ DQG OHDUQLQJ WR XVH WKH
VLJQLILFDQWO\ PRUH FRPSOH[ PDQDJHPHQW SURFHVVHV GHILQHG E\
WKLV JXLGDQFH1 7KLV LV DQ DUHD WKDW FDOOV IRU D VXEVWDQWLDO
PDQDJHPHQW HIIRUW RYHU WKH QH[W IHZ \HDUV/ DQG PRUH WRWDO VWDII
UHVRXUFHV1

,Q )<5333/ WKH ,5026& GHYHORSHG LWV LQLWLDO YHUVLRQ RI D IRUPDO ,7
SURMHFW HYDOXDWLRQ SURFHGXUH EDVHG RQ &OLQJHU0&RKHQ JXLGHOLQHV1
7ZR SURMHFWV KDYH EHHQ UHYLHZHG RQ WKH EDVLV RI WKH QHZ
SURFHGXUHV= D SXUFKDVH RI 533 GHVNWRS 3&/ DQG (',60,,1$OWKRXJK
WKH 3& SXUFKDVH ZDV FOHDUHG HDVLO\ WKURXJK WKH 75& DQG ,5026&/
WKH PRUH FRPSOH[ DQG VWUDWHJLF (',60,, SURSRVDO HQFRXQWHUHG
VFUXWLQ\ DQG REMHFWLRQV IURP VHYHUDO TXDUWHUV/ LQFOXGLQJ IURP WKH
$FWLQJ ,QVSHFWRU *HQHUDO1 3DUWLFLSDQWV LQ WKH UHYLHZV DJUHH WKDW
WKH DJHQF\ KDV D ORQJ ZD\ WR JR WR UHDFK D VPRRWKO\ IXQFWLRQLQJ
SURFHVV IRU VHOHFWLRQ RI ,7 LQYHVWPHQWV1

6HOHFWLQJ SURMHFWV/ KRZHYHU/ LV MXVW SDUW RI WKH 60VWDJH SURFHVV
GHILQHG E\ &OLQJHU0&RKHQ IRU ´VHOHFWLRQ/ FRQWURO DQG HYDOXDWLRQµ
RI ,7 LQYHVWPHQW1 ,Q WKH FRQWURO SKDVH RI ,7 FDSLWDO PDQDJHPHQW/
HDFK PDMRU RQJRLQJ SURMHFW PXVW EH UHYLHZHG DFFRUGLQJ WR D
SUH0GHILQHG VFKHGXOH WR DVVXUH WKDW LW LV PHHWLQJ SODQQHG LQWHULP
PLOHVWRQHV RQ WLPH/ DQG XOWLPDWHO\ WKDW LW LV GHOLYHULQJ WKH EHQHILWV
DQWLFLSDWHG DW WKH WLPH LW ZDV DSSURYHG17KH VKHHU YROXPH RI VXFK
UHYLHZV LV GDXQWLQJ/ DQGZLOO GHILQLWHO\ UHTXLUH WKH UHYLHZ JURXSV WR
GHYHORS IURP VFUDWFK D YHU\ HIILFLHQW SURFHVV WR DFFRPSOLVK WKLV
RYHUVLJKW/ OHVW UHYLHZ EHFRPH D ERWWOHQHFN WR SURMHFW H[HFXWLRQ1

7KH ,7 LQYHVWPHQW FRQWURO SURFHVV GHILQHG E\ &OLQJHU0&RKHQ
DEVROXWHO\ GHSHQGV RQ GHILQLQJ IRU HDFKSURMHFW DW VHOHFWLRQ WLPH D
VHW RI SHUIRUPDQFH LQGLFDWRUV WKH SURMHFW LV H[SHFWHG WR PHHW1
7KHVH ZHOO0GHILQHG +PHDVXUDEOH, JRDOV DQG VFKHGXOHV UHSUHVHQW
DQ LQIRUPDO FRQWUDFW EHWZHHQ WKH LQYHVWPHQW UHYLHZ RIILFLDOV DQG
WKH SURMHFW WHDP= LQ H[FKDQJH IRU IXQGLQJ/ WKH DJHQF\ H[SHFWV WR
REWDLQ FHUWDLQ YDOXDEOH FDSDELOLWLHV RU UHVXOWV WKDW ZLOO PDNH D
FOHDU FRQWULEXWLRQ WR LWV VWUDWHJLF JRDOV1 'XULQJ WKH H[HFXWLRQ RI
WKH SURMHFW/ SHULRGLF FRPSDULVRQ RI DFWXDO SURJUHVV ZLWK WKH
SUH0GHILQHG JRDOV VKRXOG KHOS PDQDJHPHQW VSRW SURJUDPV WKDW
DUH IDOOLQJ VKRUW DQG IRUFH VRPH FRUUHFWLYH DFWLRQ/ SRWHQWLDOO\
LQFOXGLQJ D GHFLVLRQ WR WHUPLQDWH WKH SURMHFW1 $JHQF\ PDQDJHUV
+DQG SURMHFW OHDGHUV, WRGD\ KDYH OLWWOH H[SHULHQFH LQ GHYHORSLQJ
VXFK SHUIRUPDQFH LQGLFDWRUV/ RU LQ PDQDJLQJ SURMHFWV RQ WKH
EDVLV RI TXDQWLWDWLYH SHUIRUPDQFH1 7KLV SUDFWLFH ZLOO WDNH VRPH
WLPH WR GHYHORS1
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)LQDOO\/ ,7 FDSLWDO PDQDJHPHQW JXLGDQFH UHTXLUHV DJHQFLHV WR
PDQDJH DOO QHZ DQG FXUUHQW ,7 LQYHVWPHQW +L1H1/ H[SHQGLWXUHV, DV D
´SRUWIROLRµ RI ,7 ´DVVHWV1µ< (DFK ´DVVHWµ +H1J1/ 533 QHZ3&V/ RU WKH
(',6 V\VWHP, KDV D FRVW +LQLWLDO LQYHVWPHQW DQG RQJRLQJ
RSHUDWLRQ, DQG SURGXFHV D UHWXUQ +WDQJLEOH RU LQWDQJLEOH EHQHILWV
VXFK DV SURYLGLQJ 'RFNHW VHUYLFHV1, 7KLV SRUWIROLR LV WR EH
UHYLHZHG DW OHDVW DQQXDOO\ WR PDNH VXUH LW VWLOO UHSUHVHQWV WKH
RSWLPDO GHSOR\PHQW RI LQIRUPDWLRQ UHVRXUFHV/ LQFOXGLQJ
FRQVLGHUDWLRQV RI ULVN1 7KLV SHUVSHFWLYH DOVR KHOSV WKH DJHQF\
DVVHVV ZKHWKHU D QHZ SURSRVHG LQYHVWPHQW LV DWWUDFWLYH E\
SURYLGLQJ D EDVLV IRU FRPSDULVRQ ZLWK FXUUHQWO\ KHOG DVVHWV1

$V RI WKH VWDUW RI WKH FXUUHQW SODQQLQJ SHULRG/ WKH 86,7& KDG
EHJXQ WR GHYHORS LWV SRUWIROLR DSSURDFK WR ,7 FDSLWDO
PDQDJHPHQW1:H KDYH PDGH VRPH LQLWLDO SURJUHVV LQ FRPELQLQJ
YDULRXV ,7 H[SHQGLWXUHV LQWR PHDQLQJIXOO\ GHILQHG DVVHWV IRU
EXGJHW SXUSRVHV1 ,Q WKH 86,7& DV HOVHZKHUH/ EXGJHW UHYLHZV KDYH
EHHQ EDVHG RQO\ RQ GDWD LQ FDWHJRULHV OLNH ´HTXLSPHQWµ RU
´H[WHUQDO VHUYLFHVµ WKDW DUH QRW HDVLO\ UHODWHG WR LQGLYLGXDO SURMHFWV
RU UHVXOWV1 'DWD RU HVWLPDWHV DUH QRW \HW DYDLODEOH RQ WRWDO
FRVWV²LQFOXGLQJ )HGHUDO VWDII FRVWV²RU IRU WKH IXOO OLIH0F\FOH FRVWV
RI D SURMHFW1 6XFK GDWD DUH HVVHQWLDO WR SHUIRUP DQDO\VHV RI FRVWV
RI RSHUDWLRQ RI FXUUHQW ZRUN SURFHVVHV/ IRU FRPSDULVRQ ZLWK
SURSRVHG DOWHUQDWLYHV1 2Q WKH EHQHILWV VLGH RI WKH HTXDWLRQ/ ZH
KDYH EHJXQ GDWD FROOHFWLRQ RQ VSHFLILF EHQHILWV WKDW ZH DUH
UHFHLYLQJ IURP YDULRXV V\VWHPV1 $W SUHVHQW/ KRZHYHU/ WKHUH DUH
DOPRVW QR TXDQWLILHG PHDVXUHV RI EHQHILW WKDW ZRXOG EH QHHGHG WR
SURYLGH D EDVLV WR FRPSXWH D UDWH RI UHWXUQ1

6LQFH WKH UHTXLUHPHQW LV UHODWLYHO\ QHZ/ WKHUH LV QR OLWHUDWXUH RQ
KRZ DJHQFLHV KDYH GHYHORSHG WKH LQIRUPDWLRQ EDVH QHHGHG WR
DSSO\ SRUWIROLR PDQDJHPHQW FRQFHSWV WR WKHLU ,7 LQYHVWPHQWV/
DQG WKH YDOXH RI WKH WHFKQLTXH KDV \HW WR EH GRFXPHQWHG LQ
)HGHUDO SUDFWLFH1 )RU WKHVH UHDVRQV/ GHYHORSLQJ SRUWIROLR
PDQDJHPHQW SURFHGXUHV DUH SUREDEO\ D ORZHU SULRULW\ WKDQ RWKHU
DVSHFWV RI WKH ,7 LQYHVWPHQW PDQDJHPHQW SURFHVV1 +RZHYHU/ LW LV
FHUWDLQO\ ZRUWKZKLOH WR EHJLQ WR FRQVLGHU WKH EDVLF LVVXHV
LQYROYHG= WKLQNLQJ DERXW ZKDW JURXSLQJV RI H[SHQGLWXUHV PDNH
VHQVH WR FRQVLGHU DV FRPSULVLQJ D VSHFLILF DVVHW> GRFXPHQWLQJ

< ´$ FURVV0IXQFWLRQDO H[HFXWLYH UHYLHZ FRPPLWWHH DFWLQJ IRU RU ZLWK WKH
$JHQF\ +HDG PXVW EH UHVSRQVLEOH IRU PDQDJLQJ WKH DJHQF\·V HQWLUH FDSLWDO
DVVHW SRUWIROLR/ PDNLQJ GHFLVLRQV RQ WKH EHVW DOORFDWLRQ RI DVVHWV WR DFKLHYH
VWUDWHJLF JRDOV DQG REMHFWLYHV ZLWKLQ EXGJHW OLPLWV1µ 20% &LUFXODU $044/
5HYLVHG +7UDQVPLWWDO 0HPRUDQGXP 1R1:7,/ -XO\ 4:/ 53341
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+WKRXJK SHUKDSV QRW TXDQWLI\LQJ, WKH EHQHILWV HDFK DVVHW LV
FUHDWLQJ> DQG EHJLQQLQJ WR WKLQN LQ WHUPV RI WU\LQJ WR FRPSDUH
DVVHWV DFURVV WUDGLWLRQDO FRVW0FHQWHU DQG EXGJHW REMHFW0FODVV
ERXQGDULHV1

7KH DJHQF\ KDV D ODUJH DJHQGD LQ WKH DUHD RI ,7 FDSLWDO SODQQLQJ1
8QGHU &OLQJHU0&RKHQ/ WKH &,2 LV SULPDULO\ UHVSRQVLEOH IRU
PDQDJLQJ WKLV SURFHVV> SHQGLQJ HVWDEOLVKPHQW RI WKDW SRVLWLRQ/
WKH 86,7&·V 'HVLJQDWHG 6HQLRU 2IILFLDO IRU ,50 DQG WKH 'LUHFWRU RI
,QIRUPDWLRQ 6HUYLFHV DUH ZRUNLQJ ZLWK WKH ,5026& DV WKH GH0IDFWR
LQYHVWPHQW UHYLHZ ERDUG WR GHYHORS UHYLHZ SURFHGXUHV DQG D EDVH
RI H[SHULHQFH1 ,W VHHPV OLNHO\ WKDW SXWWLQJ LQ SODFH D ZRUNDEOH VHW
RI VHOHFWLRQ/ FRQWURO/ HYDOXDWLRQ DQG SRUWIROLR0PDQDJHPHQW
SURFHVVHV ZLOO UHTXLUH DW OHDVW 5 \HDUV1 7KH REMHFWLYHV IRU )<5334
DUH= +4, WR JHW FRQVHQVXV RQ D SURMHFW SURSRVDO VHOHFWLRQ SURFHVV>
+5, PDNH D ILUVW FXW DW FDVWLQJ ,7 H[SHQGLWXUHV LQWR ´DVVHWµ
FDWHJRULHV LQ WLPH IRU WKH VXPPHU 5334 EXGJHW F\FOH43> DQG +6,
SUDFWLFH HVWDEOLVKLQJ DQG PRQLWRULQJ SURMHFW SHUIRUPDQFH
REMHFWLYHV1

%XGJHW 'HYHORSPHQW DQG )LQDQFLDO 0DQDJHPHQW

,7 FDSLWDO SODQQLQJ LV LQWLPDWHO\ UHODWHG WR EXGJHW GHYHORSPHQW
DQG RWKHU DVSHFWV RI ILQDQFLDO PDQDJHPHQW1 $W SUHVHQW/ WKH
86,7&·V SURFHVV IRU PDNLQJ ,70UHODWHG LQSXW LQWR DQQXDO LQWHUQDO
EXGJHW FRQVLGHUDWLRQ LV WKDW WKH UHOHYDQW FRVW FHQWHUV +SULQFLSDOO\
,50 DQG 3XEOLVKLQJ, UHFHLYH UHTXHVWV IURP RIILFH KHDGV/ DGG WKHLU
RZQ ´LQWHUQDOµ UHTXLUHPHQWV/ DQG IRUZDUG WKHP WR WKH 'LUHFWRU RI
$GPLQLVWUDWLRQ IRU FRQVLGHUDWLRQ E\ WKH %XGJHW &RPPLWWHH1
7\SLFDOO\/ WKH UHTXHVWV IURP RIILFHV DUH LQ WHUPV RI VSHFLILF
HTXLSPHQW RU VHUYLFHV> W\SLFDOO\/ %XGJHW &RPPLWWHH UHYLHZ LV LQ
WHUPV RI ´EXGJHW REMHFW FODVVHVµ +VXSSOLHV/ HTXLSPHQW/ H[WHUQDO
VHUYLFHV/ SRVWDJH/ HWF1, WKDW DUH GLIILFXOW RU LPSRVVLEOH WR UHODWH WR
VSHFLILF ZRUN SURFHVVHV/ PXFK OHVV WR SURJUDP UHVXOWV1 :RUNLQJ
ZLWK WKLV LQSXW/ DJHQF\ GHFLVLRQPDNHUV KDYH WHQGHG WR FDWHJRUL]H
H[SHQGLWXUHV DV ´RQJRLQJµ +PHDQLQJ VDPH DV SUHYLRXV \HDU, RU
´QHZ1µ 1HZ H[SHQGLWXUHV W\SLFDOO\ UHFHLYH ORZ IXQGLQJ SULRULW\/
RQ WKH WKHRU\ WKDW WKH\ DUH QRQ0HVVHQWLDO H[WUDV/ IRU ZKLFK QR

43 7KLV LQYROYHV QRW RQO\ UHYLHZLQJ QHZ ,7 SURMHFWV LQ WKLV IDVKLRQ/ EXW
UHYLHZLQJ WKH EDFNORJ RI HVWDEOLVKHG/ FRQWLQXLQJ H[SHQGLWXUHV LQ WKH VDPH
WHUPV1 )RU H[DPSOH/ WKH DJHQF\ QHHGV WR FRQGXFW ,5026& UHYLHZ RI WKH HQ0
WLUH 'DWD:HE SURJUDP +QRW MXVW FDSDFLW\ H[SDQVLRQ,/ WKH HQWLUH SKRWRFRSLHU
SURJUDP +QRW MXVW WKLV \HDU·V FRSLHU SURSRVDOV,/ HWF1



5:

IXQGLQJ KDV EHHQ SURYLGHG E\ &RQJUHVV1 1HZ FDSLWDO
H[SHQGLWXUHV DUH RIWHQPDGH LQ WKH 6UG RU 7WK ILVFDO TXDUWHU RI HDFK
\HDU XVLQJ XQH[SHQGHG IXQGV/ DQG ZLWK PLQLPDO WLPH IRU UHYLHZ1
'XULQJ )<5333/ VRPH SURJUHVV ZDV PDGH LQ UHFDVWLQJ ,50
H[SHQGLWXUHV LQ ´SURMHFWµ FDWHJRULHV IRU %XGJHW &RPPLWWHH
UHYLHZ/ DQG LQ FRQGXFWLQJ ,5026& UHYLHZ RI \HDU0HQG
H[SHQGLWXUHV1

7KH 'LUHFWRU RI $GPLQLVWUDWLRQ KDV UHFRJQL]HG WKH QHHG IRU PDMRU
LPSURYHPHQW LQ WKH EXGJHW SURFHVV1 %HJLQQLQJ LQ )<5333/ KH
ZRUNHG ZLWK WKH 'LUHFWRU RI 2SHUDWLRQV DQG WKH 6WUDWHJLF 3ODQQLQJ
&RPPLWWHH WR LQWHJUDWH EXGJHW IRUPXODWLRQ ZLWK WKH 6WUDWHJLF 3ODQ
DQG DQQXDO 3HUIRUPDQFH 3ODQV1 )RU WKH )<533425335 EXGJHW
F\FOH/ KH FDOOHG RQ RIILFH KHDGV WR UH0RULHQW WKHLU QDUUDWLYH EXGJHW
MXVWLILFDWLRQV WR IRFXV RQ KRZ WKHLU DFWLYLWLHV VXSSRUW WKH DJHQF\·V
8 VWUDWHJLF RSHUDWLRQV> KH KDV GHYHORSHG GDWD SUHVHQWDWLRQV
HVWLPDWLQJ URXJKO\ KRZ H[SHQGLWXUHV DUH GLYLGHG DPRQJ WKH 8
RSHUDWLRQV> DQG KH KDV HPSKDVL]HG ZRUNORDG IRUHFDVWLQJ
+SDUWLFXODUO\ FDVHORDG IRUHFDVWV, LQ PDNLQJ KLV RZQ
UHFRPPHQGDWLRQV WR WKH %XGJHW &RPPLWWHH12Q DQRWKHU IURQW/ KH
LV VSRQVRULQJ D ´GDWD ZDUHKRXVHµ SURMHFW WRPDNH GHYHORSPHQW RI
H[SHQGLWXUH HVWLPDWHV DQG EXGJHW IRUHFDVWV D PXFK OHVV PDQXDO/
WLPH0FRQVXPLQJ DQG HUURU0SURQH WDVN1

6HYHUDO PDMRU LWHPV UHPDLQ RQ WKH DJHQGD RI FKDQJHV UHTXLUHG LQ
WKH EXGJHW SURFHVV WR VXSSRUW LQIRUPDWLRQ PDQDJHPHQW1 )LUVW/
WKH UHODWLRQVKLSV EHWZHHQ VWUDWHJLF SODQQLQJ/ ,7 LQYHVWPHQW
UHYLHZ DQG WKH EXGJHW SURFHVV QHHG WR EH EHWWHU GHILQHG1 ,W LV QRW
\HW FOHDU KRZ GHFLVLRQV RQ DGMXVWLQJ WKH DJHQF\·V ,7 LQYHVWPHQW
´SRUWIROLRµ ZLOO UHODWH WR EXGJHW GHFLVLRQV1 6HFRQG/ WKH GLVFXVVLRQ
LQ %XGJHW &RPPLWWHH FRQVLGHUDWLRQV VKRXOG EH VKLIWHG IURP WKH
TXHVWLRQ RI ´H[LVWLQJµ YHUVXV ´QHZµ H[SHQGLWXUHV/ WR LVVXHV RI KRZ
ZHOO H[SHQGLWXUHV DUH VXSSRUWLQJ VWUDWHJLF EXVLQHVV JRDOV1 7KLV
ZLOO UHTXLUH D WKRURXJK UH0RUJDQL]DWLRQ RI WKH SURMHFW GDWD
SURYLGHG WR GHFLVLRQ0PDNHUV/ DQG WKH DGGLWLRQ RI D ZKROH OD\HU RI
SHUIRUPDQFH GDWD WR WKH PL[1 7KLV PD\ UHTXLUH WKDW WKH QHZ $'
GDWD ZDUHKRXVH VXSSRUW DFWLYLW\0EDVHG FRVWLQJ VR WKDW
H[SHQGLWXUHV FDQ EH UHFDVW LQ WHUPV RI WKHLU UHODWLRQVKLS WR
VWUDWHJLF JRDOV1

7KH DJHQF\ KDV QRW \HW GHYHORSHG DQ ,7 &DSLWDO 3ODQ GLVWLQFW IURP
WKH DQQXDO EXGJHW UHTXHVW1 5HVSRQVLELOLW\ IRU GHILQLQJ DQG
SUHSDULQJ WKLV SODQ KDV QRW \HW EHHQ HVWDEOLVKHG/ EXW 20%
JXLGDQFH VXJJHVWV LW VKRXOG QRUPDOO\ EH WKH MRLQW UHVSRQVLELOLW\ RI
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WKH &KLHI ,QIRUPDWLRQ 2IILFHU DQG WKH &KLHI )LQDQFLDO 2IILFHU +RU
RIILFLDOV ZLWK HTXLYDOHQW UHVSRQVLELOLWLHV1, ,W PD\ DOVR EHFRPH
QHFHVVDU\ WR GHYHORS D VHW RI EXGJHW UHSRUWLQJ GRFXPHQWV +DV
GHILQHG E\ WKH 20% &LUFXODU $044 GDWD FDOO, DV 20% LQFUHDVLQJO\
XVHV EXGJHW UHSRUWLQJ DV WKH YHKLFOH IRU UHSRUWLQJ RQ RWKHU ,7
SROLF\ LVVXHV/ H1J1/ LQIRUPDWLRQ VHFXULW\ SODQQLQJ1

)LQDOO\/ WKH EXGJHW SURFHVV PLJKW EHWWHU VXSSRUW WKH DJHQF\ LQ
GHYHORSLQJ DQ HIIHFWLYH FDVH WR &RQJUHVV IRU IXQGLQJ DFWLYLWLHV
RWKHU WKDQ WKH 86,7&·V WUDGLWLRQDO FRUH IXQFWLRQV/ FRQGXFWHG YLD
EDVLFDOO\ WKH VDPH ZRUN PHWKRGV1 $JHQF\ FRQJUHVVLRQDO EXGJHW
MXVWLILFDWLRQV DUH JHQHUDOO\ OLPLWHG WR DVNLQJ IRU IXQGLQJ IRU
´XQFRQWUROODEOHµ FRVW LQFUHDVHV/ DQG ZRUNORDG YDULDWLRQV1 ,Q WKH
FXUUHQW EXGJHW F\FOH/ WKH OLPLWDWLRQV RI WKLV DSSURDFK DUH
DSSDUHQW1 %H\RQG WKDW/ KRZHYHU/ LW LV FOHDU WKDW DOO )HGHUDO
DJHQFLHV DUH IDFLQJ ULVLQJ UHTXLUHPHQWV IRU SXEOLF DFFHVV DQG
FRQYHQLHQFH +H1J1/ *3($, DQG IRU LQFUHDVHG SURGXFWLYLW\1 7R
PHHW WKHVH H[SHFWDWLRQV WKH DJHQF\ PXVW ILQG D ZD\ WR PDNH
LQYHVWPHQW LQ VLJQLILFDQWO\ LPSURYHG ZRUN SURFHVVHV/ DQG WR
FRQYLQFH &RQJUHVV WKDW ´ZH KDYH GRQH RXU KRPHZRUNµ WR PDNH
VXUH WKH LQYHVWPHQWV SD\ RII1 7KXV RXU MXVWLILFDWLRQV ZLOO KDYH WR
VSHDN WKH ODQJXDJH RI ,7 FDSLWDO LQYHVWPHQW/ DQG KDYH WKH
QXPEHUV WR SURYH VXFFHVV1

+XPDQ 5HVRXUFHV

7KLV VHFWLRQ GLVFXVVHV 5 NLQGV RI KXPDQ UHVRXUFH QHHGV= +4, IRU
WKH LQWHUQDO RSHUDWLRQ RI WKH ,7 IXQFWLRQ> DQG +5, IRU H[HFXWLYHV
LQYROYHG LQ UHYLHZ DQG GHFLVLRQ0PDNLQJ RQ LQIRUPDWLRQ
WHFKQRORJ\ LVVXHV DQG WKHLU UHODWLRQVKLS WR RYHUDOO DJHQF\ JRDOV1

+XPDQ UHVRXUFHV IRU ,7 RSHUDWLRQV

6WDIILQJ IRU LQIRUPDWLRQ WHFKQRORJ\ RSHUDWLRQV LV ZLGHO\
UHFRJQL]HG DV D SDUWLFXODUO\ GLIILFXOW FKDOOHQJH/ ZKHWKHU LQ WKH
SXEOLF RU SULYDWH VHFWRU1 6HYHUDO IDFWRUV FRQYHUJH WR FUHDWH WKLV
FKDOOHQJH=

: ,QFUHDVHG LPSDFW1²,QIRUPDWLRQ V\VWHPV KDYH EHFRPH
HVVHQWLDO WR PRVW RUJDQL]DWLRQV· FRUH EXVLQHVV
SURFHVVHV/ VR V\VWHP IDLOXUHV DUH IDU PRUH FRVWO\1
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0RUHRYHU/ LQIRUPDWLRQ V\VWHPV LQFUHDVLQJO\ DUH WKH
GLUHFW LQWHUIDFH WR WKH H[WHUQDO FXVWRPHU/ UHPRYLQJ WKH
KXPDQ HOHPHQW WR FRUUHFW HUURUV RU LQWHUSUHW PLVOHDGLQJ
RXWSXWV1

: ,QFUHDVHG FRPSOH[LW\1²,W LV QR ORQJHU VXIILFLHQW IRU ,7
SURIHVVLRQDOV WR NQRZ KRZ WR SURJUDP LQ D VLQJOH
FRPSXWHU ODQJXDJH1 7R EH HIIHFWLYH/ WKH\ KDYH WR EH DW
OHDVW JHQHUDOO\ IDPLOLDU ZLWK KRZ WKH FRQILJXUDWLRQ RI
FRPSXWHU QHWZRUNV DIIHFWV WKHLU SURJUDPV1 7KH\ KDYH WR
GHDO ZLWK FRPSXWHU VHFXULW\ LVVXHV1 7KH\ KDYH WR
FRQVLGHU PXOWLSOH W\SHV RI VRIWZDUH FOLHQWV +H1J1/
1HWVFDSH YHUVXV 06 ,QWHUQHW ([SORUHU EURZVHUV1, 7KH\
KDYH WR FRQVLGHU KRZ WKHLU SURJUDPV ZLOO UHDFW WR
KXQGUHGV RU WKRXVDQGV RI VLPXOWDQHRXV XVHUV/ DQG
RSWLRQV IRU UHFRYHU\ IURP IDLOXUH1 7KH\ KDYH WR OHDUQ
KRZ WR UH0XVH SURJUDPPLQJ FRGH RU FRPSRQHQWV WR
GHOLYHU UHVXOWV IDVWHU ZKLOH PDLQWDLQLQJ TXDOLW\1 $QG WKH\
KDYH WR GHDO ZLWK D IORRG RI QHZ NQRZOHGJH WKDW DIIHFWV
WKHLU ZRUN1

: ,QFUHDVHG VFRSH1²6LQFH LQIRUPDWLRQ V\VWHPV DUH GLUHFWO\
DIIHFWLQJ FRUH EXVLQHVV SURFHVVHV/ ,7 RUJDQL]DWLRQV DUH
H[SHFWHG WR SURYLGH VXSSRUW IRU EXVLQHVV SURFHVV
DQDO\VLV DQG FKDQJH PDQDJHPHQW1 ,7 LV DOVR H[SHFWHG
WR SURYLGH VXSSRUW IRU SURMHFW GRFXPHQWDWLRQ DQG
MXVWLILFDWLRQ WKURXJK WKH IXQGLQJ DSSURYDO SURFHVV1 7KLV
LV YHU\ IDU IURP WKH VNLOO VHW/ DQG SHUKDSV WKH PLQG0VHW/
RI WKH WUDGLWLRQDO EDFN0URRP ´WHFKLHµ SURJUDPPHU1

: ,QFUHDVHG VSHHG1²´,QWHUQHW WLPHµ LV WRGD\·V UHDOLW\1
,QWHUQDO DQG H[WHUQDO FXVWRPHUV DQG VWDNHKROGHUV KDYH
GUDPDWLFDOO\ KLJKHU H[SHFWDWLRQV RI ZKDW FDQ EH GRQH
ZLWK LQIRUPDWLRQ WHFKQRORJ\1 7KH\ H[SHFW WKH ,7 VWDII WR
EH H[SHUW RQ WKH ODWHVW YHUVLRQV RI WKH ODWHVW SURGXFWV
+HYHQ ZKHQ WKH SURGXFWV DUH QRW DFWXDOO\ VKLSSLQJ1, ,Q
IDFW/ WKH ODWHVW SURGXFWV DQG ,7 WRROV RIWHQ KDYH VXFK
GUDPDWLFDOO\ LPSURYHG IHDWXUHV WKDW WKH ,7 VWDII VKRXOG
EH XVLQJ WKHP/ HYHQ EHIRUH WKH EXJV DUH ZRUNHG RXW1
7KLV PHDQV XVLQJ WRROV IRU ZKLFK WUDLQLQJ SURJUDPV
KDYH QRW EHHQ GHYHORSHG/ DQG ZKHUH ,QWHUQHW GLVFXVVLRQ
OLVWV DUH WKH SULPDU\ VRXUFH RI LQIRUPDWLRQ DQG
H[SHULHQFH1
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: ,QFUHDVHG FRPSHWLWLRQ1²%HFDXVH RI WKH KLJK VNLOO
GHPDQGV RI WKH ODWHVW WHFKQRORJLHV DQG WKH KLJK YDOXH
WKHVH WHFKQRORJLHV FDQ GHOLYHU/ FRPSHWLWLRQ IRU ,7
SURIHVVLRQDOV ZLWK WRS VNLOOV LV LQWHQVH1 )LUPV ZKRVH FRUH
FRPSHWHQF\ LV VRIWZDUH GHYHORSPHQW +L1H1/ 0LFURVRIW RU
2UDFOH, PXVW KDYH WKHVH VNLOOV DW DQ\ SULFH1
2UJDQL]DWLRQV WKDW DUH XVHUV +DQG QRW YHQGRUV, RI
VRIWZDUH DUH WKHUHIRUH H[SHFWHG WR ILQG LW KDUG WR UHWDLQ
WRS VRIWZDUH GHYHORSPHQW VNLOOV RQ VWDII1 ,QVWHDG/ WKH\
DFFHSW WKDW WKH\ ZLOO KDYH WR PDNH GR ZLWK OHVVHU VNLOOHG
VWDII/ DQG DUH VKLIWLQJ WR EX\LQJ PRUH SUH0EXLOW V\VWHPV
DQG VLPSOLI\LQJ WKH VRIWZDUH GHYHORSPHQW WDVNV WKDW
WKH\ UHWDLQ LQ0KRXVH1 3XEOLF0VHFWRU ,7 RUJDQL]DWLRQV DUH
DW D IXUWKHU GLVDGYDQWDJH LQ WKDW WKH\ KDYH ULJLG OLPLWV RQ
FRPSHQVDWLRQ DQG EHQHILWV WKH\ FDQ SURYLGH1

7KH KXPDQ0UHVRXUFH VWUDWHJ\ IRU ,7 RSHUDWLRQV WDNHV LQWR DFFRXQW
WKLV HQYLURQPHQW DQG DJHQF\ EXVLQHVV JRDOV144

675$7(*< 5$7,21$/( ,03/,&$7,216

0LQLPL]H LQ0KRXVH VRIWZDUH
GHYHORSPHQW

+DUG WR ILQG DQG UHWDLQ H[SHUW
GHYHORSHUV> HFRQRPLFV RI EX\ YV1
EXLOG NHHSV WLOWLQJ WR ´EX\µ> PRVW
86,7& ZRUN LV QRW XQLTXH DQG
WKHUHIRUH GRHVQ·W UHTXLUH FXVWRP
GHYHORSPHQW

3ODQ IRU GHFOLQLQJ VWDIILQJ OHYHOV IRU
VRIWZDUH DSSOLFDWLRQV GHYHORSHUV

)RU UHWDLQHG VRIWZDUH GHYHORSPHQW/
XVH VLPSOLILHG GHYHORSPHQW PHWKRGV
IRU PRVW ZRUN

*DUWQHU *URXS UHFRPPHQGHG
VWUDWHJ\ IRU VPDOO DQG PHGLXP0VL]HG
RUJDQL]DWLRQV FRPSDQLHV WKDW GR QRW
KDYH VRIWZDUH GHYHORSPHQW DV D
FRUH FRPSHWHQF\

,PSOHPHQW SDFNDJHG VRIWZDUH
GHYHORSPHQW HQYLURQPHQW WKDW LV DV
VLPSOH WR XVH DV SRVVLEOH/ FRQVLVWHQW
ZLWK DSSOLFDWLRQ QHHGV1
3ODQ IRU ´DYHUDJHµ VNLOOV LQ LQ0KRXVH
VRIWZDUH JURXS1
0DLQWDLQ DGHTXDWH EXGJHW IRU
WUDLQLQJ VWDII LQ QHZ VNLOOV1

)RU FRPSOH[ RU PLVVLRQ0FULWLFDO
DSSOLFDWLRQV/ DQG IRU VRIWZDUH
DUFKLWHFWXUH/ WKH DJHQF\ SODQV WR XVH
FRQWUDFW GHYHORSPHQW LQ PRVW FDVHV

7KH DJHQF\ LV QRW OLNHO\ WR EH DEOH WR
DIIRUG VSHFLDOL]HG VNLOOV/ VNLOOV LQ
HPHUJLQJ DUHDV RI WHFKQRORJ\/ DQG
VNLOO LQ GHVLJQ RI FRPSOH[/ UHOLDEOH/
PXOWLXVHU/ VHFXUH ZHE0EDVHG
V\VWHPV1

'HYHORS FRQWUDFW0PDQDJHPHQW VNLOOV
DQG PDLQWDLQ DQ DGHTXDWH EXGJHW IRU
WKLV W\SH RI ZRUN1

44 $SSURYDO RI WKLV ,50 6WUDWHJLF 3ODQ GRHV QRW FRQVWLWXWH DSSURYDO RI
VSHFLILF VWDIILQJ LQFUHDVHV LQGLFDWHG LQ WKLV VHFWLRQ1 )LQDO VWDIILQJ GHFLVLRQV
DUH PDGH YLD WKH EXGJHW SURFHVV LQ OLJKW RI 6WUDWHJLF 3ODQ JRDOV/ UHTXLUHPHQWV
RI FRQWLQXLQJ RSHUDWLRQV DQG IXQGLQJ OHYHOV1
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0DLQWDLQ RQH VHQLRU ´VRIWZDUH
DUFKLWHFWµ SRVLWLRQ RQ VWDII1

7KH DJHQF\ ZLOO QHHG DW OHDVW RQH
VHQLRU H[SHUW WR PDNH VXUH RI JHWWLQJ
EHVW SHUIRUPDQFH IURP FRQWUDFWRUV/
DQG WR SODQ RQJRLQJ XSGDWH RI WKH
JHQHUDO LQ0KRXVH VRIWZDUH
GHYHORSPHQW IDFLOLW\

(VWDEOLVK RQH ´VRIWZDUH DUFKLWHFWµ
SRVLWLRQ DV DQ HDUO\ SULRULW\1

'HYHORS D SURMHFW PDQDJHPHQW
FDSDELOLW\

:RUN SURFHVV DQDO\VLV/ EXVLQHVV
UHTXLUHPHQWV DVVHVVPHQW/ ILQDQFLDO
DQDO\VLV DQG SURMHFW PDQDJHPHQW
ZLOO EH WKH NH\ VNLOO VHWV QHHGHG WR
VXFFHVVIXOO\ LPSOHPHQW PRVW
SODQQHG VWUDWHJLF DSSOLFDWLRQV1

(VWDEOLVK DW OHDVW RQH SRVLWLRQ IRU D
WUDLQHG SURMHFW PDQDJHU +0%$0W\SH
VNLOO VHW, WR SLORW WKLV FRQFHSW DV D WRS
SULRULW\1 3URYLGH SURMHFW PDQDJHPHQW
WUDLQLQJ WR H[LVWLQJ VWDII ZKR KDYH
VRXQG EXVLQHVV/ DQDO\WLFDO DQG
FRPPXQLFDWLRQV VNLOOV1

0DLQWDLQ RU VWUHQJWKHQ RQ0ERDUG
WHFKQLFDO H[SHUWLVH LQ LQIRUPDWLRQ
VHFXULW\

+LJK0TXDOLW\ LQIRUPDWLRQ VHFXULW\ LV
DQ LQFUHDVLQJO\ FULWLFDO VXFFHVV
IDFWRU WR PRYLQJ WR HOHFWURQLF
JRYHUQPHQW1

0DLQWDLQ DW OHDVW RQH SRVLWLRQ IRU D
VHQLRU0OHYHO LQIRUPDWLRQ VHFXULW\
PDQDJHU1 7KHUH LV FXUUHQWO\
DGTXDWHO\ FRYHUDJH LQ WKLV DUHD RQ
ERDUG/ EXW WKH DJHQF\ VKRXOG NHHS
DGHTXDWH H[SHUWLVH LQ0KRXVH1

&ORVHO\ ZDWFK IRU RSSRUWXQLWLHV WR
FRQWUDFW RU RXW0VRXUFH EDVLF GHVNWRS
+3&, DQG QHWZRUN PDQDJHPHQW
IXQFWLRQV1

,W LV GLIILFXOW WR PDLQWDLQ H[SHUWLVH LQ
QHWZRUN PDQDJHPHQW/ DQG SUREDEO\
QRW FULWLFDO WR KDYH WKLV H[SHUWLVH
LQ0KRXVH1

7KHUH LV FXUUHQWO\ JRRG FRYHUDJH LQ
WKLV DUHD DQG WKH DJHQF\ PDLQWDLQV D
YHU\ HFRQRPLFDO RSHUDWLRQ/ EXW LW
PD\ EH GLIILFXOW WR UHSODFH FXUUHQW
VNLOOHG VWDII1 $OWHUQDWLYHV VKRXOG EH
DYDLODEOH VKRXOG WKDW SURYH WR EH WKH
FDVH1

([HFXWLYH WUDLQLQJ RQ LQIRUPDWLRQ WHFKQRORJ\
PDQDJHPHQW

7ZR IDFWRUV DUH FUHDWLQJ D QHHG IRU DJHQF\ SURJUDP PDQDJHUV
DQG VHQLRU H[HFXWLYHV WR DFTXLUH QHZ VNLOOV UHODWLQJ WR
PDQDJHPHQW RI LQIRUPDWLRQ UHVRXUFHV1 )LUVW/ FRUH ZRUN
SURFHVVHV ZLOO LQFUHDVLQJO\ GHSHQG RQ LQIRUPDWLRQ V\VWHPV1
0DQDJHUV RI WKHVH SURFHVVHV FDQQRW FDUU\ RXW WKHLU
UHVSRQVLELOLWLHV ZLWKRXW VRPH H[SHUWLVH LQ PDQDJLQJ ,71 6HFRQG/
VHQLRU FDUHHU DQG SROLWLFDO H[HFXWLYHV ZLWK SROLF\ DQG EXGJHW
UHVSRQVLELOLWLHV QHHG WR XQGHUVWDQG KRZ ,7 FDQ DIIHFW WKH DJHQF\·V
VWUDWHJLF REMHFWLYHV DQG UHVRXUFH UHTXLUHPHQWV1

7KH IROORZLQJ SURJUDP LV UHFRPPHQGHG/ZLWK D WDUJHW FRPSOHWLRQ
GDWH RI WZR \HDUV DIWHU LW LV LQLWLDWHG1 *LYHQ WKH DXGLHQFHV/ WKH
([HFXWLYH 5HVRXUFHV %RDUG PD\ ZLVK WR FRQVLGHU ZKHWKHU WKLV
SURJUDP PLJKW EH KDQGOHG WKURXJK JURXS WUDLQLQJ XVLQJ WKH
PDQDJHULDO DQG H[HFXWLYH WUDLQLQJ EXGJHW1
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723,& +(671 '$<6, $8',(1&( $33/,(6 72 7$6.=

: ´%HVW SUDFWLFHVµ IRU KRZ RWKHU
RUJDQL]DWLRQV DUH WUDQVIRUPLQJ
WKHLU EXVLQHVVHV WKURXJK ,7>
+406,

: ([HFXWLYH RYHUYLHZ RI NH\
WHFKQRORJLHV RI WRGD\ DQG
WRPRUURZ +4,

: &RPPLVVLRQHUV RU GHVLJQDWHG
&RPPLVVLRQHU VWDII>

: 6HQLRU VWDII GHFLVLRQ0PDNHUV
+6WUDWHJLF 3ODQ/ ,5026&/
%XGJHW &RPPLWWHH,>

: 6HQLRU SURJUDP PDQDJHUV

: 'HILQLQJ UHDOLVWLF EXW DPELWLRXV
VWUDWHJLF JRDOV>

: 'HILQLQJ UHDOLVWLF SURMHFW
SHUIRUPDQFH PHDVXUHV>

: 'HYHORSLQJ WKH FDVH WR
&RQJUHVV IRU IXQGLQJ ,7
LQYHVWPHQWV1

*35$ DQG &OLQJHU0&RKHQ
PDQDJHPHQW IUDPHZRUNV +4,

: &RPPLVVLRQHUV RU GHVLJQDWHG
&RPPLVVLRQHU VWDII>

: 6HQLRU VWDII GHFLVLRQ0PDNHUV
+6WUDWHJLF 3ODQ/ ,5026&/
%XGJHW &RPPLWWHH,>

: 6HQLRU SURJUDP PDQDJHUV

: &UHDWH VKDUHG XQGHUVWDQGLQJ
RI )HGHUDO SODQQLQJ DQG
PDQDJHPHQW IUDPHZRUN>

: ,QIRUP LQWHUQDO GHFLVLRQV RQ
GHYHORSLQJ 86,7& SODQQLQJ/
LQYHVWPHQW DQG EXGJHW
SURFHGXUHV1

,7 LQYHVWPHQW UHYLHZ WRSLFV=
SHUIRUPDQFH0EDVHG PDQDJHPHQW>
EHQHILW2FRVW DQDO\VLV> ,7 SRUWIROLR
PDQDJHPHQW> ,7 DUFKLWHFWXUH>
LQIRUPDWLRQ VHFXULW\> 20% EXGJHW
UHYLHZ SURFHVV +608,

: 6HQLRU VWDII GHFLVLRQ0PDNHUV
+6WUDWHJLF 3ODQ/ ,5026&/
%XGJHW &RPPLWWHH,>

: 6HQLRU SURJUDP PDQDJHUV>

: ,7 SURMHFW OHDGHUV +XSRQ
DVVLJQPHQW WR D PDMRU SURMHFW,

: &UHDWH VKDUHG XQGHUVWDQGLQJ
RI SURFHVV IRU PDQDJLQJ ,7
LQYHVWPHQW IURP FRQFHSW WR
VHOHFWLRQ DQG FRQWURO SKDVHV WR
ILQDO HYDOXDWLRQ1

&RQFHSWV RI EXVLQHVV SURFHVV
UH0HQJLQHHULQJ> FRQFHSWV RI FKDQJH
PDQDJHPHQW +5,

6HQLRU SURJUDP PDQDJHUV>
,7 SURMHFW OHDGHUV

&UHDWH XQGHUVWDQGLQJ RI VFRSH RI
EXVLQHVV SURFHVV FKDQJH/ LQFOXGLQJ
EHQHILWV DQG FKDOOHQJHV1

,Q DGGLWLRQ/ WKH &RPPLVVLRQ PD\ ZLVK WR FRQVLGHU PRUH WDUJHWHG
WUDLQLQJ IRU PDQDJHUV ZLWK VSHFLILF ,50 RSHUDWLRQDO UHVSRQVL0
ELOLWLHV1

723,& +(671 '$<6, $8',(1&( $33/,(6 72 7$6.=

&,2 FHUWLILFDWH SURJUDP +H1J1/ WKH
1DWLRQDO 'HIHQVH 8QLYHUVLW\,
+ 90; ZHHNV,

6HQLRU ,50 PDQDJHUV DQG NH\
VHQLRU VWDII PHPEHUV GLUHFWO\
LQYROYHG LQ ,50 +H1J1/ LQ 2,61,

$OO DERYH WRSLFV/ SOXV D IHZ RWKHUV/
LQ JUHDWHU GHSWK1
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,QIRUPDWLRQ 6HFXULW\

8QGHU )HGHUDO SROLF\/ WKH PDQDJHU RI D ZRUN SURFHVV ZKLFK LV
VXSSRUWHG E\ D FRPSXWHU V\VWHP LV UHVSRQVLEOH IRU DVVXULQJ WKH
VHFXULW\ DQG DYDLODELOLW\ RI WKH LQIRUPDWLRQ LQ WKH V\VWHP1
1RQ0WHFKQLFDO PDQDJHUV DUH H[SHFWHG WR UHTXHVW DQG UHFHLYH
VLJQLILFDQW VXSSRUW IURP FRPSXWHU VHFXULW\ VHUYLFHV +2,6, LQ
DQDO\]LQJ LQIRUPDWLRQ ULVNV DQG DUUDQJLQJ IRU DGHTXDWH
SURWHFWLRQ/ EXW WKH SURFHVV PDQDJHU LV XOWLPDWHO\ LQ WKH EHVW
SRVLWLRQ WR XQGHUVWDQG DQG SODFH D YDOXH RQ WKH ULVNV WR WKH GDWD
DQG SURFHVV WKH\ DUH PDQDJLQJ1

,Q UHFHQW JXLGDQFH/ 20% KDV VWUHQJWKHQHG WKH UHTXLUHPHQW WKDW
DSSURSULDWH VHFXULW\ EH ´GHVLJQHG LQµ WR QHZ LQIRUPDWLRQ V\VWHPV
IURP WKH EHJLQQLQJ/ DQG WKDW WKH FRVW RI DGHTXDWH VHFXULW\
FRQWUROV EH LQFOXGHG LQ SURMHFW SURSRVDOV1 7KXV QHZ ,7
LQYHVWPHQWV UHTXLUH DQDO\VLV RI ULVNV DQG GHYHORSPHQW RI D
VHFXULW\ VWUDWHJ\ EHIRUH IXQGLQJ LV SURYLGHG1

7KH V\VWHP PDQDJHU +RZQHU RI WKH ZRUN SURFHVV VXSSRUWHG E\
WKH V\VWHP, LV UHTXLUHG WR PDNH D IRUPDO GHWHUPLQDWLRQ WKDW
VHFXULW\ FRQWUROV DUH LQ SODFH EHIRUH WKH V\VWHP LV SODFHG LQWR
RSHUDWLRQ/ DQG WR FRQGXFW SHULRGLF UHYLHZV RI V\VWHP VHFXULW\1
'XULQJ RSHUDWLRQ/ WKH V\VWHP PDQDJHU LV WKH ILQDO DXWKRULW\ IRU
GHWHUPLQLQJ ZKR ZLOO KDYH DFFHVV WR WKH V\VWHP DQG RQ DQ\ RWKHU
NH\ VHFXULW\0UHODWHG GHFLVLRQ/ H1J1/ WR VKXW GRZQ WKH V\VWHP LI D
VHULRXV VHFXULW\ WKUHDW UHTXLUHV LW1

7KXV SURJUDP PDQDJHUV KDYH D FULWLFDO UROH LQ DVVXULQJ
LQIRUPDWLRQ VHFXULW\ RI DXWRPDWHG V\VWHPV1

$SSHQGL[ ,,, VXPPDUL]HV WKH 86,7&·V LQIRUPDWLRQ VHFXULW\
SURJUDP1
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,50 3ODQ= 6FKHGXOH RI UHYLHZV DQG DSSURYDOV

'$7(
5(9,(: 25 $33529$/
(9(17 %< &200(17

0D\ 4:/ 5334 ,5026& DSSURYDO 5REHUW $1 5RJRZVN\/
&KDLU





6:

$SSHQGL[ ,
%DFNJURXQG ,QIRUPDWLRQ RQ WKH 86,7&



6;

$JHQF\ %DFNJURXQG ,QIRUPDWLRQ

7KH PLVVLRQ RI WKH &RPPLVVLRQ LV WZR0IROG= DGPLQLVWHU 8161 WUDGH
UHPHG\ ODZV LQ D IDLU DQG REMHFWLYH PDQQHU> DQG SURYLGH WKH
3UHVLGHQW/ 8675/ DQG WKH &RQJUHVV ZLWK LQGHSHQGHQW/ TXDOLW\
DGYLFH DQG LQIRUPDWLRQ RQ PDWWHUV RI LQWHUQDWLRQDO WUDGH DQG
FRPSHWLWLYHQHVV1 ,Q VR GRLQJ/ WKH &RPPLVVLRQ FRQWULEXWHV WR WKH
GHYHORSPHQW DQG LPSOHPHQWDWLRQ RI VRXQG DQG LQIRUPHG 8161
WUDGH SROLF\1

7KH &RPPLVVLRQ LV DQ LQGHSHQGHQW DJHQF\ RI WKH )HGHUDO
*RYHUQPHQW1 7KH &RPPLVVLRQ LWVHOI FRPSULVHV 9 FRPPLVVLRQHUV
+DW IXOO FRPSOHPHQW,/ QRPLQDWHG E\ WKH 3UHVLGHQW DQG FRQILUPHG
E\ WKH 6HQDWH11RPRUH WKDQ6 FRPPLVVLRQHUVPD\ EH RI WKH VDPH
SROLWLFDO SDUW\1 7KH 3UHVLGHQW DSSRLQWV D &KDLUPDQ DQG
9LFH0&KDLUPDQ IRU 50\HDU WHUPV> WKHVH RIILFHV PXVW DOWHUQDWH
EHWZHHQ SROLWLFDO SDUWLHV1 7KH &KDLUPDQ KDV GD\0WR0GD\
PDQDJHPHQW UHVSRQVLELOLW\ IRU WKH DJHQF\/ EXW DOO
&RPPLVVLRQHUV YRWH RQ WKH EXGJHW1 7KXV WKH &RPPLVVLRQ LV
GHVLJQHG WR EH QRQ0SDUWLVDQ1 $V DQ LQGHSHQGHQW DJHQF\/ WKH
&RPPLVVLRQ LV QRW VXEMHFW WR VRPH ODZV DQG ([HFXWLYH
UHJXODWLRQV UHODWLQJ WR ,50 PDQDJHPHQW1 +RZHYHU/ DV D PDWWHU RI
JRRG PDQDJHPHQW SUDFWLFH/ WKH &RPPLVVLRQ JHQHUDOO\ IROORZV
)HGHUDO PDQDJHPHQW JXLGDQFH XQOHVV WKHUH LV D VSHFLILF UHDVRQ
QRW WR1 7KH &RPPLVVLRQ·V LQGHSHQGHQFH LV IXUWKHU VWUHQJWKHQHG
E\ LWV DXWKRUL]LQJ OHJLVODWLRQ/ ZKLFK H[HPSWV LW IURP ([HFXWLYH
EXGJHW UHYLHZ1 +RZHYHU/ WKH &RPPLVVLRQ LV VXEMHFW WR WKH
PDQDJHPHQW SURYLVLRQV RI WKH 3DSHUZRUN 5HGXFWLRQ $FW/ WKH
*RYHUQPHQW 3HUIRUPDQFH DQG 5HVXOWV $FW/ DQG WKH *RYHUQPHQW
3DSHUZRUN (OLPLQDWLRQ $FW1

)XQGV DYDLODEOH LQ WKH )<5334 EXGJHW RI WKH &RPPLVVLRQ DUH
'7;1; PLOOLRQ> DXWKRUL]HG VWDIILQJ LV 758 )7(1 7KH DJHQF\·V
EXGJHW LV SUHVHQWHG DV D VLQJOH OLQH LWHP1 ,QWHUQDOO\/ IXQGV DUH
EXGJHWHG DQG H[SHQGLWXUHV PDQDJHG WKURXJK D VPDOO QXPEHU RI
´FRVW FHQWHUVµ/ LQFOXGLQJ D 3HUVRQQHO &RVW &HQWHU WKDW DFFRXQWV
IRU DERXW :3 SHUFHQW RI WRWDO H[SHQGLWXUHV/ D )DFLOLWLHV
0DQDJHPHQW &RVW &HQWHU WKDW LQFOXGHV VSDFH UHQWDO +DQRWKHU 45
SHUFHQW RI WRWDO H[SHQGLWXUHV1, ,50/ SXEOLVKLQJ/ WUDYHO/ OLEUDU\/
WUDLQLQJ DQG RWKHU PLVFHOODQHRXV FRVW FHQWHUV FRPSULVH WKH
UHPDLQLQJ 4; SHUFHQW RI WKH EXGJHW1 7KH DJHQF\ KDV QR
UHYROYLQJ0IXQG RU IHH DXWKRULW\/ DQG WKXV FKDUJHV IRU QRQH RI LWV
VHUYLFHV +H[FHSW RFFDVLRQDO VHDUFK DQG SUHSDUDWLRQ H[SHQVHV LQ



6<

UHODWLRQ WR PDMRU )2,$ UHTXHVWV1, 7KH DJHQF\ KDV D VLQJOH
ORFDWLRQ LQ VRXWKZHVW :DVKLQJWRQ/ '&1

7KH FKDUW EHORZ VKRZV WKH PDQDJHPHQW VWUXFWXUH RI WKH
&RPPLVVLRQ1

%1//+55+10

%JCKTOCP

1HHKEG QH
'SWCN

'ORNQ[OGPV
1RRQTVWPKV[

1HHKEG QH VJG
5GETGVCT[

1HHKEG QH
'ZVGTPCN
4GNCVKQPU

1HHKEG QH VJG
)GPGTCN
%QWPUGN

1RGTCVKQPU
1HHKEG QH VJG
&KTGEVQT

#FOKPKUVTCVKQP
1HHKEG QH
VJG &KTGEVQT

1HHKEG QH
6CTKHH #HHCKTU
CPF 6TCFG
#ITGGOGPVU

1HHKEG QH
+PURGEVQT
)GPGTCN

1HHKEG QH
7PHCKT +ORQTV
+PXGUVKICVKQPU

1HHKEG QH
'EQPQOKEU

1HHKEG QH
+PXGUVKICVKQPU

1HHKEG QH
+PFWUVTKGU

1HHKEG QH
+PHQTOCVKQP
5GTXKEGU

'ORNQ[GG
&GXGNQROGPV

6TCFG 4GOGF[
#UUKUVCPEG

8161 ,QWHUQDWLRQDO 7UDGH &RPPLVVLRQ

1HHKEG QH VJG
#FOKPKUVTCVKXG
.CY ,WFIGU

1HHKEG

1HHKEG QH
2WDNKUJKPI

1HHKEG QH
2GTUQPPGN

1HHKEG QH
(CEKNKVKGU

/CPCIGOGPV
1HHKEG QH
(KPCPEG

$JHQF\ VWUDWHJLF SODQQLQJ LV FRRUGLQDWHG E\ WKH 6WUDWHJLF
3ODQQLQJ &RPPLWWHH45/ FKDLUHG E\ WKH 'LUHFWRU RI 2SHUDWLRQV1
7KH'LUHFWRU RI 2SHUDWLRQV LV WKH DJHQF\·V 6HQLRU2IILFLDO )RU ,50/
DV GHILQHG LQ WKH 3DSHUZRUN 5HGXFWLRQ $FW/46 DV ZHOO DV &KDLUPDQ
RI WKH ,QIRUPDWLRQ 6HFXULW\ &RPPLWWHH1 7KH 'LUHFWRU RI
2SHUDWLRQV DOVR FKDLUV WKH ,50 6WHHULQJ &RPPLWWHH +,5026&1,
7KH ,5026& +LQWURGXFHG DERYH, SURYLGHV VHQLRU
PDQDJHPHQWUHYLHZ RI PDMRU ,50PDWWHUV LQFOXGLQJ/ RQ D GH0IDFWR

45 7KH 6WUDWHJLF 3ODQQLQJ &RPPLWWHH ZDV GHVLJQDWHG LQ $GPLQLVWUDWLYH
2UGHU <;038 RI 0DUFK 8/ 4<<;1

46 7KH &RPPLVVLRQ LV FXUUHQWO\ FRQVLGHULQJ KRZ LW ZLOO VWUXFWXUH WKH &KLHI
,QIRUPDWLRQ 2IILFHU +&,2, IXQFWLRQ1 ,Q WKH LQWHULP/ PRVW RI WKH GXWLHV DV0
VLJQHG E\ VWDWXWH RU )HGHUDO JXLGDQFH WR DJHQF\ &,2·V DUH SHUIRUPHG E\ WKH
'LUHFWRU RI 2SHUDWLRQV RU WKH 'LUHFWRU RI ,QIRUPDWLRQ 6HUYLFHV/ HLWKHU DV D
UHVXOW RI VSHFLILF DJHQF\ PDQDJHPHQW DFWLRQ RU RQ D GH0IDFWR EDVLV1
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EDVLV/ IXQFWLRQV VSHFLILHG E\ &OLQJHU0&RKHQ $FW DQG UHODWHG 20%
JXLGDQFH= UHYLHZ DQG DSSURYDO RI WKH DJHQF\·V LQIRUPDWLRQ
WHFKQRORJ\ DUFKLWHFWXUH DQG PDMRU ,7 LQYHVWPHQW SURSRVDOV1 7KH
,5026& RYHUVHHV RQH SHUPDQHQW VXERUGLQDWH JURXS/ WKH
7HFKQLFDO 5HYLHZ &RPPLWWHH +75&1, 7KH 75& SHUIRUPV WKH UROH
RI LQLWLDO WHFKQLFDO UHYLHZ RI FKDQJHV WR WKH LQIRUPDWLRQ
WHFKQRORJ\ DUFKLWHFWXUH DQG RWKHU ,70UHODWHG SROLFLHV/ DQG RI
PDMRU ,7 SURMHFW SURSRVDOV1

7KH DJHQF\·V %XGJHW &RPPLWWHH/ FKDLUHG E\ WKH 'LUHFWRU RI
$GPLQLVWUDWLRQ/ SURYLGHV WKH &KDLUPDQ RI WKH &RPPLVVLRQ ZLWK D
UHFRPPHQGHG FRQJUHVVLRQDO EXGJHW UHTXHVW DQG RSHUDWLRQDO
H[SHQGLWXUH SODQV/ LQFOXGLQJ IXQGLQJ IRU VWUDWHJLF SURJUDPV/ DQG
IRU ,7 DQG RWKHU DFTXLVLWLRQV147

'D\0WR0GD\ PDQDJHPHQW DQG RSHUDWLRQ RI PRVW ,50 IXQFWLRQV LV
WKH UHVSRQVLELOLW\ RI WKH 2IILFH RI ,QIRUPDWLRQ 6HUYLFHV +2,61, 2,6
UHSRUWV WR WKH 'LUHFWRU RI 2SHUDWLRQV1 6LJQLILFDQW ,50 RSHUDWLRQDO
DQG FRVW0FHQWHU IXQFWLRQV DUH DOVR KDQGOHG E\ WKH 2IILFH RI
3XEOLVKLQJ/ ZKLFK LV UHVSRQVLEOH IRU GHVLJQ DQG SXEOLFDWLRQ RI
&RPPLVVLRQ UHSRUWV DQG RWKHU GRFXPHQWV/ DJHQF\0ZLGH VXSSRUW
RI SKRWRFRS\LQJ HTXLSPHQW DQG RSHUDWLRQ RI D FHQWUDO SKRWRFRS\
IDFLOLW\/ DQG VXSSRUW IRU PXOWLPHGLD IXQFWLRQV1

7KH &RPPLVVLRQ GHYHORSHG LWV ILUVW 6WUDWHJLF 3ODQ LQ 4<<8/ DQG D
VHFRQG HGLWLRQ LQ 4<<:1 7KH FXUUHQW +WKLUG, HGLWLRQ/ UHOHDVHG LQ
2FWREHU/ 4<<;/ DGGUHVVHV WKH SHULRG )<4<<<0)<53361 7KH
&RPPLVVLRQ KDV DOVR SXEOLVKHG 3HUIRUPDQFH 3ODQV IRU
)<533325334 DQG )<533425335/ DQG 3URJUDP 3HUIRUPDQFH
5HSRUWV FRYHULQJ )<4<<< DQG )<53331 $OO WKHVH GRFXPHQWV PD\
EH IRXQG RQ WKH 86,7&·VPDLQ:HE VLWH DW KWWS=22ZZZ1XVLWF1JRY2
ZHEDERXW1KWP1

7KH 6WUDWHJLF 3ODQQLQJ &RPPLWWHH LV FXUUHQWO\ SUHSDULQJ D
UHYLVHG 6WUDWHJLF 3ODQ FRYHULQJ )<53352)<53391 +$Q ,50
6WUDWHJLF 3ODQ FRYHULQJ WKH VDPH SHULRG ZLOO EH SUHSDUHG RQFH WKH
QHZ DJHQF\ 6WUDWHJLF 3ODQ LV ILQDO1,

$ VHSDUDWH FRPPLWWHH/ OHG E\ WKH 'LUHFWRU RI 2SHUDWLRQV/
SUHSDUHG WKH DJHQF\·V LQLWLDO SODQ IRU LPSOHPHQWLQJ WKH
*RYHUQPHQW 3DSHUZRUN (OLPLQDWLRQ $FW +*3($ 3ODQ,/ ZKLFK ZDV
VXEPLWWHG LQ 2FWREHU/ 53331 7KH SUHVHQW GRFXPHQW LV FRQVLVWHQW
ZLWK WKDW 3ODQ1

47 7KH &RPPLVVLRQ GRHV QRW KDYH D &KLHI )LQDQFLDO 2IILFHU +&)2,/ EXW
WKH 'LUHFWRU RI $GPLQLVWUDWLRQ SHUIRUPV PDQ\ RI WKH GXWLHV RI WKLV SRVLWLRQ DV
GHILQHG LQ VWDWXH DQG )HGHUDO JXLGDQFH RQ D GH0IDFWR EDVLV1
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$SSHQGL[ ,,
$QDO\VLV RI 86,7& %XVLQHVV

5HTXLUHPHQWV
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6RXUFHV RI %XVLQHVV 5HTXLUHPHQWV

7KLV SODQ FRQVLGHUV VHYHUDO VRXUFHV RI EXVLQHVV UHTXLUHPHQWV= +4,
WKH &RPPLVVLRQ·V 6WUDWHJLF 3ODQ LQ FRPELQDWLRQ ZLWK WKH
)<533425335 3HUIRUPDQFH 3ODQ> +5, WKH DJHQF\·V *3($ 3ODQ>
+6, *RYHUQPHQW0ZLGH SROLFLHV/ REMHFWLYHV DQG JXLGDQFH> +7, DQG
UHTXLUHPHQWV IRU VXSSRUW RI RQ0JRLQJ RSHUDWLRQV/ LQFOXGLQJ
DGPLQLVWUDWLYH DFWLYLWLHV1 7KH ODWWHU UHTXLUHPHQWV DUH OHVV OLNHO\ WR
EH FOHDUO\ UHIOHFWHG LQ WKH VWUDWHJLF SODQQLQJ SURFHVV/ EXW DUH
QRQHWKHOHVV GHHPHG E\ VWDII DQG2RU PDQDJHPHQW WR EH YLWDO WR
VXFFHVVIXO H[HFXWLRQ RI WKH DJHQF\·V PLVVLRQ1 7R EHWWHU WDNH LQWR
DFFRXQW WKHVH UHTXLUHPHQWV/2,6 FRQGXFWHG D URXQG RI LQWHUYLHZV
ZLWK DJHQF\ RIILFH KHDGV GXULQJ -XQH02FWREHU/ 5333/ ZKLFK LV
UHIHUUHG WR DV ´WKH )<5333 ,7 5HTXLUHPHQWV 6XUYH\1µ 7KH
IROORZLQJ WDEOHV VXPPDUL]H WKH &RPPLVVLRQ·V EXVLQHVV
UHTXLUHPHQWV/ LQGLFDWLQJ WKH VRXUFH RI WKH UHTXLUHPHQW1

&RPPLVVLRQ %XVLQHVV5HTXLUHPHQWV

180%(5 '(6&5,37,21 6285&(

41 0DLQWDLQ DQG LPSURYH WKH TXDOLW\ DQG WLPHOLQHVV RI
DJHQF\ LQYHVWLJDWLYH ZRUN SURGXFWV

3HUIRUPDQFH 3ODQ/ 6WUDWHJLF *RDOV
,051+D,061+D,071+D,/
,,04+D,04+E,04+F,05+E,06+D,

51 0DNH WKH &RPPLVVLRQ WKH SUHIHUUHG VRXUFH IRU WUDGH
SROLF\ UHVHDUFK DQG WHFKQLFDO DVVLVWDQFH

3HUIRUPDQFH 3ODQ/ 6WUDWHJLF *RDOV
,,,0+DOO,/ ,90+DOO,/ 90+DOO,

61 %\ WKH HQG RI )<5336/ WKH &RPPLVVLRQ ZLOO RIIHU LWV
FXVWRPHUV/ EXVLQHVV SDUWQHUV DQG VXSSOLHUV SUDFWLFDO
RSWLRQV WR FRQGXFW WKHLU EXVLQHVV ZLWK WKH DJHQF\
HOHFWURQLFDOO\1

$JHQF\0ZLGH JRDO LQ )<533425335
3HUIRUPDQFH 3ODQ> *3($

71 $XWRPDWH LQYHVWLJDWLRQV TXHVWLRQQDLUH GHYHORSPHQW DQG
SURFHVVLQJ/ LQFOXGLQJ HOHFWURQLF VXEPLVVLRQ

3HUIRUPDQFH 3ODQ/ 2SHUDWLRQ ,> *3($>
IXQGLQJ SURSRVHG IRU )<5334 DQG
)<53351

81 ,PSOHPHQW QH[W0JHQHUDWLRQ 'RFNHWV V\VWHP +(',60,,,
LQFOXGLQJ HOHFWURQLF ILOLQJ DQG GRFXPHQW GLVWULEXWLRQ
+LQFOXGLQJ $32,

3HUIRUPDQFH 3ODQ/ 2SHUDWLRQ ,,/
*3($> IXQGLQJ SURSRVHG IRU )<5334

91 6XSSRUW HQKDQFHG DXWRPDWHG 3UREDEOH (IIHFWV SURFHVV1 3HUIRUPDQFH 3ODQ/ *RDO ,,06+D,> IXQGLQJ
SURSRVHG IRU )<5334 ) )<5335

:1 6XSSRUW 'DWD:HE DV D IUHH SXEOLF VHUYLFH 3HUIRUPDQFH 3ODQ/ *RDO ,904+D,>
IXQGLQJ SURSRVHG IRU )<5334 )
)<5335

;1 ,PSOHPHQW +DUPRQL]HG 7DULII 6\VWHP ++76, 2Q0/LQH 3HUIRUPDQFH 3ODQ/ 2SHUDWLRQ ,9>
IXQGLQJ SURSRVHG IRU )<5334> *3($
LWHP1
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6285&('(6&5,37,21180%(5

<1 &UHDWH SHUVRQDOL]HG :HE ´3RUWDOµ +´P\,7&µ, WR HQKDQFH
VHUYLFH WR DOO FXVWRPHU DQG SDUWQHU FRQVWLWXHQFLHV DQG
VHUYH DV WKH PDLQ PHDQV RI GHOLYHU\ RI &RPPLVVLRQ
ZRUN SURGXFWV

5HTXLUHPHQWV 6XUYH\> IXQGLQJ
SURSRVHG IRU )<5334

431 *UHDWO\ HQKDQFH DXWRPDWLRQ VXSSRUW IRU EXGJHW
IRUPXODWLRQ DQG H[HFXWLRQ +$' 'DWD :DUHKRXVH,

5HTXLUHPHQWV VXUYH\> DJHQF\
FRPPLWPHQW LQ UHVSRQVH WR ,* UHSRUW>
IXQGLQJ SURSRVHG IRU )<5334

441 &RPSO\ ZLWK *RYHUQPHQW0ZLGH JXLGDQFH DQG
UHTXLUHPHQWV IRU UHFRUGV PDQDJHPHQW/ GLVDELOLW\
DFFHVVLELOLW\/ LQIRUPDWLRQ VHFXULW\/ LQYHVWPHQW SODQQLQJ/
ILQDQFLDO VWDQGDUGV1

9DULRXV ODZV DQG UHJXODWLRQV

451 3XW FRPPHQW SURFHVV IRU DJHQF\ UXOHPDNLQJ RQ0OLQH *3($ 3ODQ

461 $FFHSW )2,$ DQG 3ULYDF\ $FW UHTXHVWV RQ0OLQH *3($ 3ODQ

471 $FFHSW LQYRLFHV HOHFWURQLFDOO\ *3($ 3ODQ

&RPPLVVLRQ %XVLQHVV (QFKDQFHPHQWV

180%(5 '(6&5,37,21 6285&(

41 0DLQWDLQ RU GHFUHDVH ´OHYHO VHUYLFHVµ FRVWV RI ,7
V\VWHPV DQG ,70HQDEOHG ZRUN SURFHVVHV

5HTXLUHPHQWV 6XUYH\

51 0DLQWDLQ RU HQKDQFH LQIRUPDWLRQ VHFXULW\ RI &RPPLVVLRQ
FRPSXWHU V\VWHPV DQG &%, GDWD LQ SDUWLFXODU

5HTXLUHPHQWV VXUYH\

61 6XSSRUW ZRUN0DW0KRPH/ ZRUN RQ WUDYHO/ DQG HIIHFWLYHQHVV
RI RQ0VLWH SDUWLFLSDWLRQ RQ WUDGH SROLF\ VXSSRUW DFWLYLWLHV

5HTXLUHPHQWV VXUYH\

71 0DNH LW HDVLHU IRU VWDII WR ILQG DQG XVH WHFKQRORJ\ WRROV 5HTXLUHPHQWV VXUYH\

81 $XWRPDWH DOO LQWHUQDO DGPLQLVWUDWLYH SDSHUZRUN DQG
IRUPV

5HTXLUHPHQWV VXUYH\

91 2IIHU HDV\0WR0XVH DQG UHOLDEOH FDSDELOLW\ IRU WDNLQJ
UHPRWH WHVWLPRQ\ DQG GHSRVLWLRQV E\ SDUWLHV LQ 6HF1
66:/ 665 DQG 7LWOH 9,, FDVHV/ DQG IRU &RPPLVVLRQ
PHHWLQJV1 3URYLGH ´:HEFDVWµ RI KHDULQJV IRU LQWHUHVWHG
SDUWLHV RXWVLGH :DVKLQJWRQ DUHD1

5HTXLUHPHQWV VXUYH\

:1 ,QFUHDVH WUDQVSDUHQF\ RI &RPPLVVLRQ LQYHVWLJDWLRQV
PHWKRGRORJLHV E\ SODFLQJ VHOI0VHUYLFH YHUVLRQ RI
&203$6 PRGHO RQ WKH :HE1

5HTXLUHPHQWV VXUYH\

,Q DGGLWLRQ WR EXVLQHVV JRDOV RI WKH &RPPLVVLRQ/ VHYHUDO RWKHU
IDFWRUV PXVW EH WDNHQ LQWR DFFRXQW WR PDNH DQ HIIHFWLYH ,50
VWUDWHJ\1 2QH LPSRUWDQW IDFWRU LV WKH DJHQF\·V EXVLQHVV
HQYLURQPHQW> DQRWKHU LV WKH ODQGVFDSH RI WHFKQRORJ\
RSSRUWXQLWLHV DQG WUHQGV1 ,PSRUWDQW FRQVWUDLQWV DUH WKH DJHQF\·V
DELOLW\ DQG ZLOOLQJQHVV WR DEVRUE FKDQJH DVVRFLDWHG ZLWK SURFHVV
UH0HQJLQHHULQJ/ DQG WKH DYDLODELOLW\ RI IXQGV IRU LQYHVWPHQW LQ
UHJXODU RSHUDWLRQV DQG QHZ SURMHFWV1
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$ IXOO DQDO\VLV RI WKHVH IDFWRUV LV EH\RQG WKH VFRSH RI WKLV
GRFXPHQW/ EXW WKH IROORZLQJ VXPPDUL]HV VRPH RI WKH PRVW
UHOHYDQW LPSOLFDWLRQV DQG DVVHVVPHQWV WKDW VKRXOG GULYH ,50
VWUDWHJLF SODQQLQJ=

)DFWRUV LQ WKH &RPPLVVLRQ·V %XVLQHVV (QYLURQPHQW

)$&7256 ,03/,&$7,216

%XVLQHVV HQYLURQPHQW³

)HGHUDO DJHQF\ 6XEMHFW WR PDQ\ UXOHV DIIHFWLQJ VWDIILQJ/ ´GXH SURFHVVµ/
DQG ILQDQFLDO DUUDQJHPHQWV
&DQQRW FRPSHWH IRU WRS WHFKQLFDO WDOHQW RQ VDODU\
,QDELOLW\ WR UDLVH IXQGV YLD ILQDQFLDO PDUNHWV
&RPSOH[ JRDOV +QRW VLPSOH SURILW0VHHNLQJ,

6PDOO RUJDQL]DWLRQ 0LQLPDO LQWHUQDO ,7 UHVHDUFK FDSDELOLW\
7RR VPDOO WR DIIRUG FXVWRPL]HG VROXWLRQV LQ PRVW FDVHV
7RR VPDOO WR VWDII VSHFLDOL]HG IXQFWLRQV ZLWK IXOO0WLPH
VWDII RU WR KDYH EDFNXS IRU PRVW IXQFWLRQV
1R PXOWL0VLWH PDQDJHPHQW FRPSOH[LWLHV
5HODWLYHO\ HDV\ WR VWDQGDUGL]H ,7 HQYLURQPHQW

)XWXUH FDVH ZRUNORDG XQFHUWDLQ &XUUHQW +DV RI 4325333, DJHQF\ FDVHORDG IRUHFDVWV FDOO
IRU D UHWXUQ WR QRUPDO KLVWRULF ZRUNORDG LQ LPSRUW0LQMXU\
FDVHV IROORZLQJ WKH ´VXQVHWµ WUDQVLWLRQ EDFNORJ/ VR
)<533425335 PD\ EH D JRRG WLPH WR DWWDFN SURFHVV
LPSURYHPHQWV LQ WKLV DUHD1 /RQJHU0WHUP WUHQGV DUH
XQFHUWDLQ/ VR JHQHUDO FRPSXWHU FDSDFLW\ UHTXLUHPHQWV
IURP WKLV VRXUFH DUH SURMHFWHG DV IODW +WKRXJK FRPSOH[LW\
RI DOO W\SHV RI FDVHV JURZV DV FDSDELOLWLHV DQG
H[SHFWDWLRQV RI ´FRQVXPHUVµ ULVHV1,
&DVHORDG LV LQKHUHQWO\ YDULDEOH WKURXJKRXW WKH \HDU +DV LW
GHSHQGV RQ H[WHUQDO GHFLVLRQV, VR SODQQLQJ IRU PRVW
V\VWHPV VKRXOG LQFOXGH VRPH VSDUH FDSDFLW\1 7KHVH
H[WHUQDO GHFLVLRQV LQFOXGH QRW RQO\ SULYDWH SHWLWLRQV WR
LQLWLDWH FDVHV/ EXW DOVR FKDQJHV LQ ODZ DQG UHJXODWLRQ
WKDW PD\ VLJQLILFDQWO\ DIIHFW WKH FRQGXFW DQG FRVW RI FDVH
KDQGOLQJ1

,QGHSHQGHQW VWDWXV PHDQV OHVV IRFXVHG RYHUVLJKW 7KH 86,7& KDV VLJQLILFDQWO\ PRUH IOH[LELOLW\ WKDQ PRVW
DJHQFLHV LQ GHFLGLQJ ZKDW ([HFXWLYH %UDQFK
PDQDJHPHQW JXLGDQFH LW IROORZV1 ,Q SULQFLSOH/ WKLV
SHUPLWV PRUH HIIHFWLYH DQG FUHDWLYH DSSURDFKHV WR VRPH
PDQDJHPHQW LVVXHV/ DQG IHZHU UHVRXUFHV RQ UHSRUWLQJ1
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,03/,&$7,216)$&7256

7HFKQRORJ\ RSSRUWXQLWLHV DQG WUHQGV³

7HFKQRORJ\ PRYHV WR WKH ´IURQW RIILFHµ 7KHUH LV JHQHUDO UHFRJQLWLRQ WKDW LQIRUPDWLRQ WHFKQRORJ\
QRZ RIIHUV WKH SRWHQWLDO IRU VLJQLILFDQW HQKDQFHPHQW LQ
TXDOLW\/ SURGXFWLYLW\ DQG FXVWRPHU LPSDFW RI PRVW FRUH
IXQFWLRQV RI PRVW SULYDWH DQG SXEOLF RUJDQL]DWLRQV1
&RQJUHVV DQG WKH SXEOLF WKHUHIRUH H[SHFW EHWWHU UHVXOWV
IRU OHVV IXQGLQJ1 7R DFKLHYH WKLV/ SURJUDP PDQDJHUV ZLOO
KDYH WR FKDQJH ZRUN SURFHVVHV DQG QRW MXVW FRQGXFW
EXVLQHVV DV XVXDO/ QR PDWWHU KRZ VXFFHVVIXO WKH\ KDYH
EHHQ1 7KH ,50 IXQFWLRQ VKRXOG SURYLGH KHOS IRU
FKDQJLQJ ZRUN SURFHVVHV/ DQG QRW MXVW SURYLGH
WHFKQRORJ\1

6HFXULW\ DQG SULYDF\ LVVXHV PXVW EH VROYHG WR RSHQ WKH
ZD\ WR QHZ EXVLQHVV PRGHOV UHTXLULQJ SDUWQHULQJ

%HIRUH WKH ,QWHUQHW/ LQIRUPDWLRQ VHFXULW\ ZDV SURYLGHG
PRVWO\ E\ SK\VLFDO VHFXULW\ FRQWUROV +JXDUGV DW WKH
EXLOGLQJ HQWUDQFH> VDIHV LQ RIILFHV1, (DUO\ LQ WKH ,QWHUQHW
HUD/ VHFXULW\ ZDV SURYLGHG E\ HOHFWURQLF ´ILUHZDOOVµ WKDW
SURYLGHG ULJLG VHSDUDWLRQ EHWZHHQ LQWHUQDO V\VWHPV DQG
H[WHUQDO V\VWHPV1 +RZHYHU/ WKH ILUHZDOO DSSURDFK GRHV
QRW VXSSRUW WKH NLQG RI ZKROHVDOH LQWHUDFWLYH GDWD DFFHVV
DQG GDWD H[FKDQJH EHWZHHQ DQ RUJDQL]DWLRQ DQG LWV
EXVLQHVV SDUWQHUV DQG FXVWRPHUV WKDW LV UHTXLUHG E\
PRGHUQ EXVLQHVV PRGHOV1 1RU GRHV LW VXSSRUW WKH
FORVHO\ UHODWHG *3($ YLVLRQ RI HOHFWURQLF JRYHUQPHQW1
+RZHYHU/ EXVLQHVV GDWD VWLOO UHTXLUH DGHTXDWH
SURWHFWLRQ1 7KH 86,7& LV YHU\ GHSHQGHQW RQ WKH IDFW DQG
WKH SHUFHSWLRQ RI WKH DJHQF\·V DELOLW\ WR SURWHFW &%,1
7KXV D QHZ LQIRUPDWLRQ VHFXULW\ LV UHTXLUHG/ WKDW LV DV
UHOLDEOH DV WKH SK\VLFDO RU ILUHZDOO PRGHOV EXW VWLOO
SHUPLWV KLJKO\ IOH[LEOH LQWHUDFWLRQ DPRQJ WKH VHW RI
SHRSOH WKDW LV DSSURSULDWH IRU D SDUWLFXODU VLWXDWLRQ1
,PSOHPHQWLQJ VXFK D V\VWHP LV WKH FHQWUDO FKDOOHQJH RI
DQ H0JRYHUQPHQW FRPSXWHU DUFKLWHFWXUH1

5DSLG FKDQJH ,7 LV QRW MXVW DERXW ´EROWLQJ RQµ WHFKQRORJ\/ EXW DERXW
PDMRU FKDQJH LQ ZRUN SURFHVVHV>
([WHUQDO H[SHFWDWLRQV ULVH UDSLGO\ DV RWKHU RUJDQL]DWLRQV
PDNH JUHDW DGYDQFHV LQ FXVWRPHU FRQYHQLHQFH DQG
HIILFLHQF\>
6XFFHVV LQ KDQGOLQJ ´SHRSOHµ LVVXHV EHFRPH FULWLFDO WR
SURJUHVV>
1HZ EXVLQHVV0SURFHVV FKDQJH VNLOOV DUH QHHGHG E\
SURJUDP PDQDJHUV DQG ,7

2SHQ VWDQGDUGV LQFUHDVLQJO\ SUDFWLFDO ,QFUHDVLQJ FRPPHUFLDO XVH RI RSHQ VWDQGDUGV +SURGXFW
VWDQGDUGV GHYHORSHG E\ SXEOLF RUJDQL]DWLRQV/ RU DW D
PLQLPXP KDYLQJ SXEOLVKHG VSHFLILFDWLRQV, PDNHV
FRPPXQLFDWLRQ +H1J1/ RYHU WKH ,QWHUQHW, EHWZHHQ DG0KRF
JURXSLQJV RI EXVLQHVV SDUWQHUV DQG FXVWRPHUV PRUH
SUDFWLFDO> RSHQ VWDQGDUGV JLYH EX\HUV RI ,7 +OLNH WKH
86,7&, PRUH DQG FKHDSHU SURGXFW FKRLFHV

´3HUYDVLYH FRPSXWLQJµ PRYHV RXW RI WKH RIILFH DQG RXW RI
WKH 3&

7KH ´ERXQGDULHVµ RI WKH RUJDQL]DWLRQ DUH QR ORQJHU
SK\VLFDO/ VR FRQYHQWLRQDO VHFXULW\ FRQFHSWV DUH
REVROHWH>:HE EURZVHU0RULHQWHG WHFKQRORJLHV WKDW FDQ
ZRUN IOH[LEO\ ZLWK YDULRXV GHYLFHV +FHOO SKRQHV/ 3'$V,
ZLOO ZRUN EHWWHU WKDQ QRQ0SRUWDEOH ´GHVNWRSµ
WHFKQRORJLHV1
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&RPSRQHQW WHFKQRORJ\ DQG ;0/ SURPLVH IDVWHU
DSSOLFDWLRQ GHYHORSPHQW DQG LPSURYHG LQWHURSHUDELOLW\

&XVWRPL]HG ´KDQGµ SURJUDPPLQJ FDQQRW SURGXFH TXDOLW\
UHVXOWV IDVW HQRXJK1 ;0/ WHFKQRORJ\ ZLOO UHGXFH WKH
QHHG IRU ULJLG VWDQGDUGL]DWLRQ1

&XOWXUDO2RUJDQL]DWLRQDO FRQVWUDLQWV³

6LJQLILFDQW SURFHVV LPSURYHPHQW PHDQV VLJQLILFDQW
LPSDFW RQ ZRUN SURFHVV DQG VWDIILQJ

3URJUDP PDQDJHUV ZLOO ILQG WKHPVHOYHV VSHQGLQJ PRUH
WLPH FKDQJLQJ ZRUN SURFHVVHV WKDQ RYHUVHHLQJ VWDEOH
RQHV

([HFXWLYH PDQDJHPHQW VWUXFWXUH OLPLWV LQYROYHPHQW ´&RXUW0OLNHµ RUJDQL]DWLRQ RI WKH &RPPLVVLRQ OHDYHV OLWWOH
WLPH IRU &RPPLVVLRQHUV WR IRFXV RQ PDQDJHPHQW
LVVXHV1 ,I WKH\ DUH WR EH PHDQLQJIXOO\ LQYROYHG LQ
PDQDJHPHQW GHFLVLRQV/ FOHDU SUHVHQWDWLRQ RI RSWLRQV
PXVW EH SURYLGHG1

/LPLWHG FXVWRPHU LQIRUPDWLRQ /LNH PDQ\ *RYHUQPHQW RUJDQL]DWLRQV/ WKH &RPPLVVLRQ
LV QRW XVHG WR WKLQNLQJ LQ WHUPV RI ´PDUNHWLQJµ LWV
VHUYLFHV1 7RROV IRU JHWWLQJ FXVWRPHU IHHGEDFN DUH
WKHUHIRUH OLPLWHG1

(PHUJLQJ PDQDJHPHQW H[SHULHQFH DQG LPPDWXUH
PDQDJHPHQW SURFHVVHV WR VXSSRUW SHUIRUPDQFH0EDVHG
PDQDJHPHQW

*35$ DQG &OLQJHU0&RKHQ LQWURGXFH UDGLFDOO\ QHZ
PDQDJHPHQW SURFHVVHV1 6HQLRU VWDII KDYH OLPLWHG
H[SHULHQFH ZRUNLQJ ZLWK WKHVH SURFHVVHV/ VR
GHFLVLRQ0PDNLQJ LV UHODWLYHO\ WLPH0FRQVXPLQJ1

)XQGLQJ FRQVWUDLQWV³

7UDGLWLRQ RI UHOLDQFH RQ FDVHORDG LQFUHDVHV WR MXVWLI\
EXGJHW LQFUHDVHV

7KH DJHQF\ KDV OLWWOH H[SHULHQFH GHYHORSLQJ FRPSHOOLQJ
FDVHV WR &RQJUHVV IRU QHZ RU HQKDQFHG VHUYLFHV RU
SURJUDPV> DV DQ LQGHSHQGHQW DJHQF\/ WKH 86,7&
W\SLFDOO\ GRHV QRW UHFHLYH VWURQJ VXSSRUW IRU LWV EXGJHW LQ
WKH $GPLQLVWUDWLRQ·V EXGJHW UHTXHVW1

1R IHH DXWKRULW\ 7KH DJHQF\ UHOLHV RQ DSSURSULDWHG IXQGV VR QHZ
VHUYLFHV WR WKH SXEOLF UHTXLUH EXGJHW LQFUHDVHV1

6KRUW0WHUP RXWORRN LV FRQVWUDLQHG )<5334 LV H[SHFWHG WR EH D YHU\ FRQVWUDLQHG \HDU/ VR
WKH DJHQF\ PD\ KDYH WR GHOD\ LPSOHPHQWDWLRQ RI VRPH
SODQV1

,QWHUQDO FRVW0VDYLQJ RSSRUWXQLWLHV OLPLWHG 6WDII FRVWV DUH D YHU\ KLJK SURSRUWLRQ RI WRWDO FRVWV/ DQG
&RPPLVVLRQ SROLF\ LV WR UHO\ RQO\ RQ DWWULWLRQ WR DGMXVW
VWDIILQJ OHYHOV1 &RVW VDYLQJV LQ SURJUDPV GR QRW DFFUXH
WR WKH SURJUDP/ VR LQFHQWLYHV WR VDYH DUH PLQLPDO1
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$SSHQGL[ ,,,
,QIRUPDWLRQ 6HFXULW\ 3URJUDP
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86,7& 3ROLF\ )UDPHZRUN IRU ,QIRUPDWLRQ 6HFXULW\

7KH 86,7&·V ,QIRUPDWLRQ 6HFXULW\ 3URJUDP FRPSULVHV WKH
IROORZLQJ HOHPHQWV=

'2&80(17 52/( 67$786 5(63216,%,/,7<

,QIRUPDWLRQ
6HFXULW\
'LUHFWLYH

7KLV SXEOLF GRFXPHQW VHWV RYHUDOO
,QIRUPDWLRQ 6HFXULW\ SROLF\ IRU WKH
DJHQF\/ DQG DVVLJQV UROHV DQG
UHVSRQVLELOLWLHV1

$ PDMRU UHYLVLRQ RI WKH
'LUHFWLYH ZDV DSSURYHG LQ
53341 ,W LV DYDLODEOH LQ WKH
'LUHFWLYHV GDWDEDVH RQ WKH
86,7& ,QWUDQHW1

0DLQWDLQHG E\ WKH 'LUHFWRU
RI ,QIRUPDWLRQ 6HUYLFHV>
PRGLILFDWLRQV PXVW EH
DSSURYHG E\ WKH
&RPPLVVLRQ YLD 'LUHFWLYHV
5HYLHZ SURFHVV1

,QIRUPDWLRQ
6HFXULW\
+DQGERRN

7KLV SXEOLF GRFXPHQW FRQWDLQV
GHWDLOHG JXLGDQFH RQ SURFHGXUHV IRU
KDQGOLQJ &%, DQG 16,/ ZKHWKHU LQ
KDUG0FRS\ +SDSHU, RU HOHFWURQLF
IRUP1 7KLV GRFXPHQW LQFOXGHV ´UXOHV
RI WKH V\VWHPµ IRU RUGLQDU\ DQG
SULYLOHJHG +DGPLQLVWUDWLYH, XVHUV RI
WKH DJHQF\·V JHQHUDO FRPSXWHU
V\VWHP +,7&01HW1,

+DQGERRN LV DQ DWWDFKPHQW
WR WKH ,QIRUPDWLRQ 6HFXULW\
'LUHFWLYH1

0DLQWDLQHG E\ WKH 'LUHFWRU
RI ,QIRUPDWLRQ 6HUYLFHV/
ZLWK JXLGDQFH IURP
,5026&1 5HYLHZHG
DQQXDOO\ RU PRUH RIWHQ DV
QHHGHG1

&RPSXWHU
6HFXULW\ 3ODQ
+&63,

7KLV QRQ0SXEOLF GRFXPHQW FRQWDLQV
RYHUDOO 86,7& DXWRPDWHG
LQIRUPDWLRQ VHFXULW\ VWUDWHJ\/ DQG
LGHQWLILHV DJHQF\ LQIRUPDWLRQ
V\VWHPV WKDW PHULW VSHFLILF VHFXULW\
FRQWUROV EHFDXVH RI WKH VHQVLWLYLW\ RI
LQIRUPDWLRQ WKH\ FRQWDLQ RU WKHLU
LPSRUWDQFH WR DJHQF\ RSHUDWLRQV1
)RU WKH DJHQF\·V JHQHUDO FRPSXWHU
V\VWHP +,7&01HW, DQG IRU HDFK
´PDMRU DSSOLFDWLRQV V\VWHPµ DV
LGHQWLILHG LQ WKH 3ODQ/ WKHUH LV D
VHSDUDWH VHW RI VHFXULW\ FRQWUROV +DV
GHILQHG E\ 20% $0463, LQFOXGLQJ D
VHSDUDWH VHFXULW\ SODQ1 7KHVH SODQV
DUH LQFOXGHG LQ WKH DJHQF\ &631

7KH 86,7& &63 LV DYDLODEOH
IURP WKH 'LUHFWRU RI
,QIRUPDWLRQ 6HUYLFHV1

7KH 3ODQ LV PDLQWDLQHG E\
WKH 'LUHFWRU RI ,QIRUPDWLRQ
6HUYLFHV/ VXEMHFW WR WKH
WKH JXLGDQFH RI WKH
,QIRUPDWLRQ 6HFXULW\
&RPPLWWHH1 ,W LV UHYLHZHG
DW OHDVW DQQXDOO\1 6HFXULW\
3ODQV IRU ,7&01HW DQG
PDMRU DSSOLFDWLRQ V\VWHPV
DUH UHYLHZHG E\ WKHLU
GHVLJQDWHG V\VWHP RZQHUV
DW OHDVW HYHU\ 6 \HDUV1

7KH IROORZLQJ LV D VXPPDU\ RI WKH DJHQF\ &RPSXWHU 6HFXULW\
3ODQ1 ,W GRHV QRW FRQWDLQ VHQVLWLYH LQIRUPDWLRQ1

6XPPDU\ RI WKH 86,7& &RPSXWHU 6HFXULW\ 3ODQ

7KH SULQFLSDO JXLGDQFH IRU )HGHUDO DJHQFLHV RQ PDQDJHPHQW LQ
LQIRUPDWLRQ V\VWHPV VHFXULW\ LV $SSHQGL[ ,,, RI 20% &LUFXODU
$04631 $SSHQGL[ ,,, GHILQHV WKH PLQLPXP VHW RI VHFXULW\ FRQWUROV
WKDW DJHQFLHV VKRXOG PDLQWDLQ IRU WKHLU DXWRPDWHG LQIRUPDWLRQ
V\VWHPV1 7KH JXLGDQFH SURYLGHV IRU VHSDUDWH VHWV RI FRQWUROV IRU
HDFK ´JHQHUDO VXSSRUW V\VWHPµ +L1H1/ FRPSXWHU QHWZRUN/ /$1/
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HWF1, $QG IRU HDFK ´PDMRU DSSOLFDWLRQ V\VWHP1µ 7KH ILUVW VWHS LQ
LPSOHPHQWLQJ WKLV JXLGDQFH LV WR LGHQWLI\ WKH ´JHQHUDO VXSSRUW
V\VWHPVµ DQG ´PDMRU DSSOLFDWLRQ V\VWHPVµ DW WKH ,7&1

$SSHQGL[ ,,, GHILQHV D JHQHUDO VXSSRUW V\VWHP DV=

´DQ LQWHUFRQQHFWHG VHW RI LQIRUPDWLRQ UHVRXUFHV XQGHU WKH
VDPH GLUHFW PDQDJHPHQW FRQWURO ZKLFK VKDUHV FRPPRQ
IXQFWLRQDOLW\1$ V\VWHP QRUPDOO\ LQFOXGHV KDUGZDUH/ VRIWZDUH/
LQIRUPDWLRQ/ GDWD/ DSSOLFDWLRQV/ FRPPXQLFDWLRQV/ DQG SHRSOH1
$ V\VWHP FDQ EH/ IRU H[DPSOH/ D ORFDO DUHD QHWZRUN +/$1, 1 1 1µ

*LYHQ WKLV GHILQLWLRQ DQG WKDW³

: WKH DJHQF\ LV UHODWLYHO\ VPDOO>

: WKH DJHQF\ LV ORFDWHG DW D VLQJOH VLWH>

: DOO V\VWHPV RI WKH DJHQF\ QHWZRUN DUH FRQQHFWHG> DQG

: PRVW XVHUV QHHG WR XVH PRVW FRPSRQHQWV RI WKH
QHWZRUN DW OHDVW RFFDVLRQDOO\/ DQG

: IRU VHFXULW\ SXUSRVHV/ WKH DJHQF\ KDV EXLOW PRVW DFFHVV
FRQWUROV DURXQG WKH HQWLUH QHWZRUN DQG QRW DURXQG
LQGLYLGXDO FRPSRQHQWV/

LW LV UHDVRQDEOH WR FRQVLGHU WKDW WKH DJHQF\ KDV RQH ´JHQHUDO
VXSSRUW V\VWHPµ FRPSULVLQJ WKH DJHQF\·V HQWLUH FRPSXWHU
QHWZRUN1

$SSHQGL[ ,,, GHILQHV D PDMRU DSSOLFDWLRQ V\VWHP DV=

´DQ DSSOLFDWLRQ WKDW UHTXLUHV VSHFLDO DWWHQWLRQ WR VHFXULW\ GXH
WR WKH ULVN DQG PDJQLWXGH RI WKH KDUP UHVXOWLQJ IURP WKH ORVV/
PLVXVH/ RU XQDXWKRUL]HG DFFHVV WR RU PRGLILFDWLRQ RI WKH
LQIRUPDWLRQ LQ WKH DSSOLFDWLRQ1µ

$SSHQGL[ ,,, DOVR QRWHV WKDW ´>$@OO )HGHUDO DSSOLFDWLRQV UHTXLUH
VRPH OHYHO RI SURWHFWLRQ1 &HUWDLQ DSSOLFDWLRQV/ EHFDXVH RI WKH
LQIRUPDWLRQ LQ WKHP/ KRZHYHU/ UHTXLUH VSHFLDO PDQDJHPHQW
RYHUVLJKW DQG VKRXOG EH WUHDWHG DV PDMRU1µ

7KXV WKH GHILQLWLRQ LV EDVHG RQ WKH VHQVLWLYLW\ DQG YDOXH RI WKH
LQIRUPDWLRQ LQ WKH DSSOLFDWLRQ/ DQG QRW WKH FRVW RU FRPSOH[LW\ RI
WKH V\VWHP LWVHOI1
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%DVHG RQ WKLV/ WKH DJHQF\ KDV LGHQWLILHG WKH (OHFWURQLF 'RFNHWV
,QIRUPDWLRQ 6\VWHP +(',6, DV D PDMRU DSSOLFDWLRQ V\VWHP1

(',6 LV D PDMRU DSSOLFDWLRQ V\VWHP EHFDXVH LW FRQWDLQV
FRQILGHQWLDO LQIRUPDWLRQ ZKRVH FRPSURPLVH ZRXOG VHYHUHO\ KDUP
WKH DJHQF\·V PRVW FULWLFDO PLVVLRQ/ QDPHO\ 7LWOH 9,, DQG 6HF1 66:
DGMXGLFDWLRQ1 %DVHG RQ WKH SURJUDPPDQDJHU·V SODQV IRU (',6 DV
WKH FHQWUDO IDFLOLW\ IRU FDVH UHVHDUFK/ SURORQJHG ORVV RI DYDLODELOLW\
RI WKH V\VWHP ZLOO EHFRPH YHU\ KDUPIXO WR WKH DGMXGLFDWLRQ
PLVVLRQ DV ZHOO1 )LQDOO\/ WKH GLIILFXOW\ DQG H[SHQVH RI UHFUHDWLQJ
WKH V\VWHP·V GDWDEDVH PDNHV LW D KLJK0ULVN V\VWHP WKDW PHULWV
VSHFLDO SURWHFWLRQ1

'XULQJ )<5334 WKH DJHQF\ LGHQWLILHG 5 DGGLWLRQDO PDMRU
DSSOLFDWLRQ V\VWHPV IRU ZKLFK GRFXPHQWDWLRQ RI VHFXULW\ FRQWUROV
LV EHLQJ SUHSDUHG= +4, WKH 3UREDEOH0(IIHFWV 7HPSODWH 6\VWHP
+3(76,> DQG +5, WKH &1,) 6\VWHP1

2WKHU DJHQF\ DSSOLFDWLRQV WKDW ZHUH FRQVLGHUHG IRU FODVVLILFDWLRQ
DV ´PDMRU DSSOLFDWLRQVµ IRU SXUSRVHV RI $SSHQGL[ ,,,/ EXW UHMHFWHG
IRU WKH UHDVRQV LQGLFDWHG/ DUH=

,1)250$7,21 5(6285&( 5($621 127 48$/,),(' $6 ´0$-25 $33/,&$7,21µ

,QWHUQDWLRQDO 7UDGH 'DWDEDVH 5HSOLFDEOH IURP RWKHU VRXUFHV> QRW WLPH0FULWLFDO> QRW FRQILGHQWLDO

)LQDQFH DQG 3D\UROO V\VWHP 8QGHU PDQDJHPHQW FRQWURO RI '2,> ORZ FRQILGHQWLDOLW\

6WDII ZRUG0SURFHVVLQJ ZRUN SURGXFW 1RW D GLVWLQFW V\VWHP +SDUW RI WKH ´JHQHUDO VXSSRUW V\VWHPµ,> PRVWO\
HDVLO\ UHSOLFDEOH IURP SDSHU UHFRUGV

86,7& ,QIRUPDWLRQ 6\VWHPV 0DQDJHPHQW &RQWUROV

*HQHUDO 6XSSRUW 6\VWHP= WKH 86,7& 1HWZRUN

6\VWHP GHVFULSWLRQ

7KH 86,7& 1HWZRUN +KHUHLQDIWHU ´,7& 1HWµ, LV D KHWHURJHQHRXV
ORFDO0DUHD QHWZRUN VHUYLQJ DOO DJHQF\ IXQFWLRQV IRU WKH HQWLUH VWDII
RI DERXW 733 DW D VLQJOH VLWH DW 833(6W11:17KH VWDQGDUG ,7&1HW
ZRUNVWDWLRQ LV D 3HQWLXP0FODVV 3& UXQQLQJ :LQGRZV<82<; +<:
SHUFHQW RI ZRUNVWDWLRQV1, 6WDQGDUG QHWZRUN SULQWHUV DUH +3
/DVHU-HW 6/7 DQG 8 PRGHOV1
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7KH QHWZRUN WRSRORJ\ LV VZLWFKHG (WKHUQHW +433%DVH7 FHQWUDO
VZLWFK ZLWK 43%DVH7 ZRUNJURXS VZLWFKHV1, 9,1(6 ,3 DQG 7&32,3
SURWRFROV DUH VXSSRUWHG WKURXJKRXW WKH QHWZRUN1

)LOH/ SULQW DQG LQWHUQDO H0PDLO LV KDQGOHG E\ %DQ\DQ 6\VWHPV/
,QF1·V 9,1(6 QHWZRUN RSHUDWLQJ V\VWHP UXQQLQJ RQ 9
3HQWLXP0EDVHG VHUYHUV1 0RVW VWDQGDUG ´SHUVRQDO SURGXFWLYLW\µ
DSSOLFDWLRQV DQGPDQ\ VSHFLDO0SXUSRVH DSSOLFDWLRQV DUH SURYLGHG
IURP WKLV V\VWHP1 7KHUH DUH VHYHUDO 3&0EDVHG DSSOLFDWLRQ VHUYHUV
UXQQLQJ '26/ /,18;/ RU :LQGRZV 17= D /RWXV 1RWHV2'RPLQR
VHUYHU/ D %LVFRP /$1 )$; VHUYHU> D 1HZV(GJH VHUYHU> 5 LQWHUQDO
DQG RQH H[WHUQDO :HE VHUYHUV> D QHZVJURXS VHUYHU> D 6$&216
VPDOO0SXUFKDVH V\VWHP VHUYHU> DQ DSSOLFDWLRQ VHUYHU
+´5HSRUW:HEµ, > DQG D &'0520 VHUYHU1

,7& 1HW LQFOXGHV DQ 2UDFOH GDWDEDVH IDFLOLW\ RQ DQ +308; +81,;,
VHUYHU> DQ +([FDOLEXU, LPDJLQJ DSSOLFDWLRQ WKDW XVHV D VHSDUDWH
+308; VHUYHU SOXV 5 +3 2&5 ZRUNVWDWLRQV/ 6 :LQ17 VFDQQLQJ
VWDWLRQV DQG 9 7DODULV LPDJH SULQWHUV> DQG D SXEOLVKLQJ VXEV\VWHP
FRPSULVLQJ ,QWHUOHDI GRFXPHQW VRIWZDUH KRVWHG RQ D 6RODULV
VHUYHU DQG 8:LQ<8ZRUNVWDWLRQV/ FRQQHFWHG WR 5 ;HUR[ 'RFXWHFK
SULQWHU2FRSLHUV DQG D ;HUR[ ;'2' ZRUNVWDWLRQ1

([WHUQDO FRQQHFWLRQV RI WKH ,7& 1HW LQFOXGH D 74 ,QWHUQHW
FRQQHFWLRQ YLD D 5DSWRU 6\VWHPV 170EDVHG (DJOH ILUHZDOO> D
89.% 7&32,3 OHDVHG OLQH WR WKH 'HSDUWPHQW RI WKH ,QWHULRU +IRU D
ILQDQFLDO DQG SHUVRQQHO VHUYLFHV FURVV0VHUYLFLQJ DUUDQJHPHQW,
WKDW DOVR SDVVHV WKURXJK WKH ILUHZDOO> D EDFNXS PRGHP0EDVHG
61$ FRQQHFWLRQ WR ,QWHULRU> D GLDO0LQ 3F$Q\ZKHUH KRVW SRRO> 5
%DQ\DQ DV\QFK GLDO0LQ2RXW SRRO FRQQHFWLRQV> D PRGHP0EDVHG
WHUPLQDO VHUYHU LQ WKH0DLQ /LEUDU\ IRU 2&/&> DQG DQ HVWLPDWHG 43
PRGHPV LQ 3&V WKURXJKRXW WKH DJHQF\ XVHG IRU GLDO0RXW DFFHVV WR
YDULRXV VHUYLFHV1
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7KH IROORZLQJ GHVFULEHV LPSOHPHQWDWLRQ IRU WKH ,7& 1HW RI WKH 7
EDVLF VHFXULW\ FRQWUROV UHTXLUHG E\ $SSHQGL[ ,,,1

41 6HFXULW\ UHVSRQVLELOLW\

0DQDJHPHQW UHVSRQVLELOLW\ IRU WKH ,7& 1HW +LQFOXGLQJ
VHFXULW\, LV DVVLJQHG SHU PHPRUDQGXP/ GDWHG 2FWREHU
5;/ 4<<:/ WR 0LFKDHO 2OVDYVN\/ LQ KLV FDSDFLW\ DV &KLHI RI
WKH ,QIRUPDWLRQ 6\VWHPV 'LYLVLRQ RI WKH 2IILFH RI
,QIRUPDWLRQ 6HUYLFHV1

51 ,7& 1HW VHFXULW\ SODQ

+&RQILGHQWLDO,

61 ,QGHSHQGHQW (YDOXDWLRQ RI &RQWUROV

+&RQILGHQWLDO,

71 $XWKRUL]DWLRQ WR 3URFHVV

+&RQILGHQWLDO,


