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([HFXWLYH�6XPPDU\

7KH�ORFDO�&)/�PDUNHW�KDV�JRQH�WKURXJK�ELJ�FKDQJHV�VLQFH�WKH�PLG�����V��7KH�XQNQRZQDQG�H[SHQVLYH�&)/�KDV�HYROYHG�WR�D�SRSXODU�DQG�UHDGLO\�DFFHVVLEOH�OLJKWLQJ�SURGXFW�IRUKRXVHKROGV�DV�ZHOO�DV�IRU�FRPPHUFLDO�DQG�LQGXVWULDO�ILUPV�
7KH�&)/¶V�GUDPDWLF�WUDQVIRUPDWLRQ�LV�DWWULEXWHG�SDUWO\�WR�FKDQJHV�LQ�WKH�EXVLQHVVHQYLURQPHQW��)LUVW��WKH�FRXQWU\�KDV�EXLOW�DGHTXDWH�HQHUJ\�DQG�SRZHU�UHVRXUFHV��GXH�SDUWO\WR�WKH�GHUHJXODWLRQ�DQG�OLEHUDOL]DWLRQ�LQ�WKH�HOHFWULF�SRZHU�LQGXVWU\��6HFRQG��ZKLOH�LW�UHFHQWO\JUDSSOHG�ZLWK�D�SROLWLFR�HFRQRPLF�FULVLV��WKH�FRXQWU\�KDV�LPSOHPHQWHG�EXVLQHVV�DQGLQVWLWXWLRQDO�UHIRUPV�WKDW�ZLOO�HQDEOH�LW�WR�UHFRYHU�IURP�WKH�FULVLV��7KLUG��WKH�PDUNHW�EHQHILWHGIURP�ORZ�FRVW�&)/�LPSRUWV�DQG�WKH�HPHUJHQFH�RI�LQIRUPDO�FKDQQHOV�
7RGD\��WKH�ORFDO�&)/�PDUNHW�PD\�EH�GHVFULEHG�DV�IROORZV�

i &)/�SURGXFWV� 7KH�ORFDO�PDUNHW�LV�FURZGHG�ZLWK�RYHU����GLIIHUHQW�&)/�EUDQGV�DQGYDULDQWV�RIIHUHG�WKURXJK�YDULRXV�FKDQQHOV�DQG�RXWOHWV�
i 3ULFH�UHGXFWLRQ� *(�DQG�3KLOLSV�KDYH�LQWURGXFHG�&)/�YDULDQWV�DW�3K3�����DSLHFHZKLOH�RWKHU�EUDQGV�RIIHU�ORZ�FRVW�&)/V�DW�EX\�RQH�WDNH�RQH�IRU�3K3����DQG���IRU�3K3����EDUJDLQV�
i 'HJUHH�RI�NQRZOHGJH� 2YHU�D�PDMRULW\�RI�KRXVHKROGV�DUH�IDPLOLDU�ZLWK�&)/V�GXHSDUWO\�WR�WKH�LQIOX[�RI�ORZ�FRVW�&)/V�LQ�WKH�YDULRXV�DUHDV�RI�WKH�ORFDO�PDUNHW�
i 0DUNHW�SHQHWUDWLRQ� &)/V�KDYH�FDXJKW�XS�ZLWK�LQFDQGHVFHQW�ODPSV�LQ�WKH�ORFDOPDUNHW��UHDFKLQJ����SHUFHQW�RI�WKH�WDUJHW�KRXVHKROGV�DQG����SHUFHQW�RI�WKH�ODUJHILUPV�
i 1HZ�PDQXIDFWXUHUV� 0RVW�RI�WKH�&)/V�LQ�WKH�ORFDO�PDUNHW�DUH�LPSRUWHG��SULPDULO\IURP�ORZ�FRVW�$VLDQ�SURGXFHUV��DV�3KLOLSV�FORVHG�LWV�ORFDO�SODQW�LQ������
i 1HZ�HVWDEOLVKPHQWV��VXSSOLHUV�� $W�OHDVW����&)/�LPSRUWHUV�DUH�VXSSO\LQJ�WKH�ORFDOPDUNHW�WKURXJK�QXPHURXV�VXSHUPDUNHWV��KDUGZDUH�VWRUHV��DQG�LQIRUPDO�UHWDLORXWOHWV�VXFK�DV�VLGHZDON�VWDOOV�DQG�YHQGRUV�
i 1XPEHU�RI�SURGXFWV�WHVWHG� 7KH�'HSDUWPHQW�RI�7UDGH�DQG�,QGXVWU\��'7,��KDVLVVXHG�,PSRUW�&RPPRGLW\�&OHDUDQFHV�RU�,&&V�WR�RQO\����&)/�LPSRUWHUV�FRPSDUHGWR�DW�OHDVW����&)/�EUDQGV�VROG�LQ�WKH�ORFDO�PDUNHW��(/,�LQLWLDOO\�LGHQWLILHG�&)/PRGHOV�IURP�ILYH�EUDQGV�±�*HQHUDO�(OHFWULF��0D[OLWH��1DWLRQDO��2VUDP��DQG�3KLOLSV�±ZKLFK�PHHW�WKH�(/,�TXDOLW\�UHTXLUHPHQWV�

7KH�RWKHU�HIILFLHQW�OLJKWLQJ�SURGXFWV�VXFK�DV�IOXRUHVFHQW�ODPSV�DQG�HOHFWURQLF�EDOODVWV�DUH�LQD�VLPLODU�VLWXDWLRQ�DV�&)/V�LQ�WKH�3KLOLSSLQH�PDUNHW�
0DQ\�GHYHORSPHQWV�LQ�WKH�ODVW�WZR�WR�IRXU�\HDUV�KDVWHQHG�WKH�JURZWK�RI�&)/�DQG�RWKHUHIILFLHQW�OLJKWLQJ�SURGXFWV�LQ�WKH�ORFDO�PDUNHW��7KH�QH[W�WZR�WR�IRXU�\HDUV�ZLOO�EH�DQ�RSSRUWXQHSHULRG�WR�ILUP�XS�WKH�RQ�JRLQJ�PDUNHW�WUDQVIRUPDWLRQ��7KH�VXFFHVV�RI�DQ\�SURJUDP�ZLOOGHSHQG�RQ�KRZ�PXFK�LW�XQGHUVWDQGV�WKH�NH\�IHDWXUHV�DQG�SHFXOLDULWLHV�RI�WKH�ORFDO�PDUNHWDQG�KRZ�LWV�FRPSRQHQWV�DOLJQ�DQG�GRYHWDLO�ZLWK�WKH�UHOHYDQW�DFWLYLWLHV�LQ�WKH�FRXQWU\¶VHQHUJ\�DQG�HFRQRPLF�GHYHORSPHQW�VWUDWHJ\�
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6DOLHQW�)HDWXUHV�RI�WKH�3KLOLSSLQH�&)/�0DUNHW������ )($785(1XPEHU�RI�ODPSV � 2YHU����EUDQGV3ULFH�UHGXFWLRQ � 3K3�����IRU�SRSXODU�EUDQGV����IRU�3K3�����IRURWKHU�EUDQGV'HJUHH�RI�NQRZOHGJH � $ERXW���RXW�RI���KRXVHKROGV�DUH�IDPLOLDU0DUNHW�SHQHWUDWLRQ � $ERXW����SHUFHQW�RI�KRXVHKROGV�DQG���SHUFHQW�RI�ODUJH�ILUPV1HZ�PDQXIDFWXUHUV � 1RQH1HZ�HVWDEOLVKPHQWV � $W�OHDVW����LPSRUWHUV1XPEHU�RI�SURGXFWV�WHVWHG � $W�OHDVW����&)/�LPSRUWHUV�WHVWHG�DQGDFFHSWHG��$W�OHDVW�ILYH�PRGHOV�TXDOLILHG�LQ�(/,�3KLOLSSLQHV�
7KH�VXFFHVV�IDFWRUV�LQFOXGH�WKH�IROORZLQJ�i ([SODLQ�FOHDUO\�WKH�HFRQRPLF�EHQHILWV�WR�FXVWRPHUV� 2QH�LPSHUDWLYH�IRU�VXFFHVV�LVWR�H[SODLQ�DQG�GHPRQVWUDWH�WR�FXVWRPHUV�LQ�YHU\�FOHDU�WHUPV�WKH�HFRQRPLF�EHQHILWVRI�VZLWFKLQJ�IURP�LQFDQGHVFHQW�ODPSV�WR�&)/V��RU�WR�RWKHU�KLJK�HIILFLHQF\�OLJKWLQJSURGXFWV��i 0DUNHW�DOO�WKH�EHQHILWV�RI�&)/V� %HVLGHV�UHGXFLQJ�HOHFWULFLW\�FRQVXPSWLRQ�DQG�WKHHOHFWULFLW\�ELOO��&)/�KDV�RWKHU�EHQHILWV��,W�FDQ�EH�UHSRVLWLRQHG�DV�DQ�HQHUJ\�VDYLQJ�UHVRXUFH�FRQVHUYLQJ��DQG�HQYLURQPHQW�IULHQGO\�SURGXFW�i 0DNH�VXUH�WKH�SURGXFW�LV�HDV\�WR�ILQG� ,QFUHDVHG�&)/�LPSRUWV�DQG�WKH�HPHUJHQFHRI�VLGHZDON�YHQGRUV�DQG�GRRU�WR�GRRU�SHGGOHUV�EULQJ�&)/V�FORVHU�WR�WKH�FXVWRPHUV�SDUWLFXODUO\�KRXVHKROGV�LQ�WKH�&��'��DQG�(�PDUNHW�VHJPHQWV�i (QJDJH�RWKHU�VWDNHKROGHUV�LQ�WKH�PDUNHW� )LOLSLQR�1*2V��FRQVXPHU�JURXSV��DQGFDXVH�RULHQWHG�JURXSV�WKDW�UHODWH�WR�HQHUJ\�DQG�HQYLURQPHQW�VKRXOG�EH�LQYLWHG�WRVXSSRUW�WKH�PDUNHW�WUDQVIRUPDWLRQ�SURJUDP�i 3URPRWH�RSWLPXP�PL[�RI�OLJKWLQJ�WHFKQRORJ\� 7R�IXUWKHU�LPSURYH�HQHUJ\�HIILFLHQF\�LQWKH�ORFDO�PDUNHW��WKH�RSSRUWXQLW\�WRGD\�PD\�EH�PRUH�RQ�LPSOHPHQWLQJ�WKH�ULJKWKRXVHKROG��FRPPHUFLDO�DQG�LQGXVWULDO�OLJKWLQJ�GHVLJQ��L�H���FRPELQDWLRQV�RI�&)/V�IOXRUHVFHQW�ODPSV��DQG�RWKHU�OLJKWLQJ�SURGXFWV�i 5HFRJQL]H�WKH�PDUNHW�VHJPHQWV�DQG�WKHLU�SXUFKDVLQJ�SRZHU�RU�DELOLW\�WR�SD\� $ERXW����WKRXVDQG�RU�IRXU�SHUFHQW�RI�XUEDQ�KRXVHKROGV�EHORQJ�WR�WKH�$%�PDUNHWVHJPHQW��7KH\�DUH�NHHQ�RQ�TXDOLW\�&)/�DQG�FDQ�DIIRUG�WR�EX\�WKH�SRSXODU�DQGH[SHQVLYH�&)/V��$ERXW�����PLOOLRQ�RU�RQH�WKLUG�RI�WKH�XUEDQ�KRXVHKROGV�EHORQJ�WRWKH�PLGGOH�FODVV��7KH\�DUH�OHVV�NHHQ�RQ�TXDOLW\�DQG�DUH�LQFOLQHG�WR�ORRN�IRU�ORZ�FRVW&)/V��0DMRULW\�RI�WKH�XUEDQ�KRXVHKROGV�EHORQJ�WR�HLWKHU�'�RU�(�PDUNHW�VHJPHQWV�6LQFH�WKH\�KDYH�YHU\�OLPLWHG�EXGJHWV��WKH\�EX\�WKH�PRVW�DIIRUGDEOH�OLJKWLQJDYDLODEOH��ZKLFK�FRXOG�EH�LQFDQGHVFHQW�ODPSV�RU�FKHDS�&)/V�i 5HFRJQL]H�WKH�PDUNHW¶V�EDVLF�QHHGV�DQG�SUHIHUHQFHV� 7KH�XUEDQ�KRXVHKROGV�KDYHD�FRPPRQ�EDVLF�QHHG�DQG�SUHIHUHQFH�IRU�&)/�OLJKWLQJ��%XW�WKH�$%��&��'��DQG�(PDUNHW�VHJPHQWV�KDYH�GLIIHUHQW�EUDQG�SUHIHUHQFHV��ZKLFK�GHSHQG�ODUJHO\�RQ�WKHLUSXUFKDVLQJ�SRZHU�RU�DELOLW\�WR�SD\��7KH�DIIOXHQW�KRXVHKROGV�SUHIHU�WKH�SRSXODU�DQGH[SHQVLYH�EUDQGV�EHFDXVH�WKHVH�FDQ�JXDUDQWHH�TXDOLW\�DQG�KLJK�VWDQGDUGV�RISHUIRUPDQFH��7KH�OHVV�DIIOXHQW�KRXVHKROGV��SDUWLFXODUO\�WKRVH�LQ�WKH�'�DQG�(PDUNHW�VHJPHQWV�KDYH�OHVV�VWULQJHQW�TXDOLW\�VWDQGDUGV�DQG�DUH�UHDG\�WR�JLYH�XS�RQOHVV�LPSRUWDQW�PHDVXUHV�RI�SHUIRUPDQFH�3XW�WRJHWKHU��WKH�VXFFHVV�RI�D�&)/��DQG�HIILFLHQW�OLJKWLQJ��LQ�JHQHUDO��PDUNHW�WUDQVIRUPDWLRQSURJUDP�ZLOO�GHSHQG�RQ�KRZ�LWV�FRPSRQHQWV�EOHQG�WRJHWKHU�ZLWK�WKH�RWKHU�WUDQVIRUPDWLRQDFWLYLWLHV�JRLQJ�RQ�LQ�WKH�ORFDO�PDUNHW�
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,QWURGXFWLRQ

7KLV�UHSRUW�DVVHVVHV�WKH�FXUUHQW�PDUNHW�VLWXDWLRQ�RI�HQHUJ\�HIILFLHQW�ODPSV��DQG�FRPSDFWIOXRUHVFHQW�ODPSV RU�&)/V�LQ�SDUWLFXODU��LQ�WKH�0HWUR�0DQLOD��&DODEDU]RQ��&HEX�&LW\��DQG&DJD\DQ�GH�2UR�
7KLV�UHSRUW�FRQVLVWV�RI�VHYHUDO�VHFWLRQV��7KH�ILUVW�VHFWLRQ�H[SODLQV�WKH�JHQHUDO�DSSURDFK�LQJDWKHULQJ�WKH�PDUNHW�GDWD�RI�&)/V��7KH�VHFRQG�VHFWLRQ�VXPPDUL]HV�SUHYLRXV�VWXGLHV�GRQHRQ�&)/V�DQG�OLJKWLQJ�SURGXFWV�LQ�WKH�3KLOLSSLQHV�DQG�RWKHU�GHYHORSLQJ�FRXQWULHV��7KH�WKLUGVHFWLRQ�SUHVHQWV�WKH�NH\�ILQGLQJV�RQ�WKH�FXUUHQW�VLWXDWLRQ�RI�&)/V�LQ�WKH�ORFDO�PDUNHW��7KHNH\�ILQGLQJV�IRFXVHG�RQ�FXUUHQW�DQG�SRWHQWLDO�&)/�XVHUV�LQ�WKH�UHVLGHQWLDO�DQGFRPPHUFLDO�LQGXVWULDO�VHFWRUV��7KH�ODVW�VHFWLRQ�DVVHVVHV�WKH�SURVSHFWV�IRU�&)/�JURZWKFRQVLGHULQJ�WKH�FXUUHQW�PDUNHW�WUHQGV�DQG�SRVVLEOH�PDUNHW�WUDQVIRUPDWLRQ�PHDVXUHV�
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*HQHUDO�$SSURDFK

7KLV�PDUNHW�DVVHVVPHQW�VWXG\�XVHG�ERWK�SULPDU\�DQG�VHFRQGDU\�GDWD��7KH�VWXG\�LQYROYHGWKH�FRQGXFW�RI�D�SULPDU\�VXUYH\�RI�UHVLGHQWLDO�DQG�FRPPHUFLDO��LQGXVWULDO�XVHUV�RI�OLJKWLQJSURGXFWV�DQG�&)/V�LQ�SDUWLFXODU��7KH�UHVLGHQWLDO�FXVWRPHU�VXUYH\�FRYHUHG�UHVSRQGHQWV�IURP0HWUR�0DQLOD��&DODEDU]RQ��&HEX�&LW\��DQG�&DJD\DQ�GH�2UR�ZKLOH�WKH�FRPPHUFLDO��LQGXVWULDOFXVWRPHU�VXUYH\�IRFXVHG�RQ�ODUJH�FRPSDQLHV�EDVHG�LQ�0HWUR�0DQLOD�
7KH�VXUYH\�IRFXVHG�RQ�WKH�UHVSRQGHQWV¶�FXUUHQW�DZDUHQHVV�RI�HQHUJ\�HIILFLHQF\�DQG�&)/V�WKHLU�SHUFHSWLRQV�RQ�&)/V��DQG�UHDVRQV�IRU�WKHLU�SXUFKDVHV��RU�QRQ�SXUFKDVH��RI�&)/VGXULQJ�WKH�����������SHULRG�
7KH�FXVWRPHU�VXUYH\�LV�FRPSOHPHQWHG�E\�LQWHUYLHZV�ZLWK�WUDGH�DOOLHV��L�H���PDQXIDFWXUHUVDQG�GLVWULEXWRUV��WR�JHW�WKHLU�YLHZV�RQ�WKH�YDULRXV�IDFWRUV��SDUWLFXODUO\�EDUULHUV��DIIHFWLQJ�WKHJURZWK�RI�WKH�&)/�LQGXVWU\�DQG�WKHLU�RZQ�RUJDQL]DWLRQV��5HJXODU�PHHWLQJV�ZHUH�KHOG�ZLWKWKH�FOLHQW�WR�H[FKDQJH�QRWHV�DQG�LQVLJKWV�RQ�GLIIHUHQW�DVSHFWV�RI�WKH�ORFDO�&)/�PDUNHW�
3URMHFW�GRFXPHQWV�DQG�PDWHULDOV�UHODWHG�RQ�&)/�PDUNHW�GHYHORSPHQW�LQ�WKH�3KLOLSSLQHV�DQGRWKHU�FRXQWULHV�ZHUH�UHYLHZHG�WR�JDWKHU�LQSXWV�RQ�WKH�DSSURSULDWH�HOHPHQWV�DQGPHFKDQLVPV�WR�SURPRWH�WKH�PDUNHW�GHYHORSPHQW�RI�&)/V�DQG�RWKHU�OLJKWLQJ�SURGXFWV�
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6XUYH\�RI�5HODWHG�/LWHUDWXUH

7KH�'2(�5HSRUW������7KH�'(3$570(17�2)�(1(5*< FRQGXFWHG�DQG�SUHSDUHG�WKH������+RXVHKROG�(QHUJ\&RQVXPSWLRQ�6XUYH\ WKDW�GHVFULEHG�WKH�SURILOH�RI�WKH�ORFDO�OLJKWLQJ�PDUNHW�
7KH�3KLOLSSLQHV�KDG�RYHU������PLOOLRQ�KRXVHKROGV�LQ�������$ERXW�����PLOOLRQ�RU�WZR�WKLUGV�RIWKH�WRWDO�QXPEHU�RI�KRXVHKROGV�KDG�HOHFWULFLW\�DQG�OLJKWLQJ�VHUYLFHV��VHH�&KDUW�����0RVW�RIWKH�KRXVHKROGV�LQ�WKH�1DWLRQDO�&DSLWDO�5HJLRQ��1&5��DQG�RWKHU�XUEDQ�DUHDV�KDG�HOHFWULFLW\DQG�OLJKWLQJ��%XW�LQ�WKH�UXUDO�DUHDV��RYHU�����PLOOLRQ�RU�KDOI�RI�WKH�KRXVHKROGV�KDG�QR�OLJKWLQJ�
&KDUW����'LVWULEXWLRQ�RI�+RXVHKROGV�ZLWK�/LJKWLQJ������

%$6,&�'$7$�������+286(+2/'�(1(5*<�&2168037,21�6859(<��'2(
'XULQJ�WKH�PLG�����V��)LOLSLQR�KRXVHKROGV�SULPDULO\�XVHG�LQFDQGHVFHQW�DQG�IOXRUHVFHQWODPSV�IRU�OLJKWLQJ��,Q�WKH�1&5����RXW�RI�HYHU\����KRXVHKROGV�XVHG�IOXRUHVFHQW�ODPSV�DQG��RXW�RI�HYHU\���KRXVHKROGV�KDG�LQFDQGHVFHQW�ODPSV��VHH�&KDUW�����,Q�FRQWUDVW��LQ�WKH�UXUDODUHDV��WKHUH�ZHUH�UHODWLYHO\�PRUH�KRXVHKROGV�WKDW�XVHG�LQFDQGHVFHQW�ODPSV�WKDQKRXVHKROGV�WKDW�XVHG�IOXRUHVFHQW�ODPSV��,QFDQGHVFHQW�ODPSV�ZHUH�FKHDSHU�DQG�PRUHDIIRUGDEOH�FRPSDUHG�WR�IOXRUHVFHQW�ODPSV�
,Q�FRQWUDVW��VOLJKWO\�RYHU�����WKRXVDQG�RU�����SHUFHQW�RI�WKH�WRWDO�QXPEHU�RI�KRXVHKROGV�ZLWKOLJKWLQJ�KDG�&)/V�IRU�KRXVHKROG�OLJKWLQJ��&)/V�FRPELQH�WKH�HIILFLHQF\�RI�IOXRUHVFHQW�ODPSVDQG�WKH�FRQYHQLHQFH�RI�VWDQGDUG�LQFDQGHVFHQW�ODPSV��0RUH�LPSRUWDQWO\��WKH\�DUH�HQHUJ\�HIILFLHQW�DOWHUQDWLYHV�WR�WKH�OHVV�HIILFLHQW�LQFDQGHVFHQW�ODPSV�

� ����� ������ ������
3KLOLSSLQHV

1&5
2WKH U�XUEDQ

5XUDO

+RXVHKROGV�Z ��/ LJKWLQJ ������

Z��/LJKWLQJZ�R�/LJKWLQJ

+RXVHK R OG V �����V
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&KDUW����'LVWULEXWLRQ�RI�/LJKWLQJ�7HFKQRORJ\�E\�$UHD�LQ����V������

%$6,&�'$7$�������+286(+2/'�(1(5*<�&2168037,21�6859(<��'2(
+RZHYHU��&)/V�KDG�D YHU\�VPDOO�PDUNHW�XSWDNH�LQ�������7KH�1&5�KDG����WKRXVDQG�RU���SHUFHQW�RI�WKH�WRWDO�KRXVHKROGV�WKDW�XVHG�&)/V��$QRWKHU����WKRXVDQG�&)/�XVHUV�ZHUH�LQ�WKHRWKHU�XUEDQ�DUHDV�ZKLOH�WKH�UHPDLQLQJ����WKRXVDQG�&)/�XVHUV�ZHUH�VSUHDG�RXW�LQ�WKH�UXUDODUHDV��:KLOH�RYHU����SHUFHQW�RI�KRXVHKROGV�LQ�WKH�XUEDQ�DQG�UXUDO�DUHDV�KDG�LQFDQGHVFHQWRU�IOXRUHVFHQW�ODPSV��RQO\�ILYH�SHUFHQW�RI�WKH�KRXVHKROGV�DW�EHVW��KDG�&)/V��,QGHHG�FRPSDUHG�WR�WKH�VWDQGDUG�ODPSV��&)/�ZDV�LQ�D�QDVFHQW�VWDJH�RI�GHYHORSPHQW�LQ�WKH�ORFDOPDUNHW�
7KHUH�ZHUH�QR�VLJQLILFDQW�GLIIHUHQFHV�LQ�WKH�SHQHWUDWLRQ�OHYHOV�RI�LQFDQGHVFHQW�DQGIOXRUHVFHQW�ODPSV�DW�GLIIHUHQW�LQFRPH�OHYHOV��$PRQJ�KRXVHKROGV�ZLWK�PRQWKO\�LQFRPHVEHORZ�3K3���WKRXVDQG��WKH�SHQHWUDWLRQ�OHYHOV�RI�LQFDQGHVFHQW�DQG�IOXRUHVFHQW�ODPSV�ZHUH���SHUFHQW�DQG����SHUFHQW��UHVSHFWLYHO\��)RU�WKH�PRUH�DIIOXHQW�KRXVHKROGV��WKRVH�ZLWKPRQWKO\�LQFRPHV�RI�DW�OHDVW�3K3����WKRXVDQG��WKH�FRUUHVSRQGLQJ�SHQHWUDWLRQ�OHYHOV�ZHUH���SHUFHQW�DQG����SHUFHQW��UHVSHFWLYHO\��7KH�ORZ�YDULDQFHV�LQGLFDWH�OLJKWLQJ�LV�D�EDVLF�QHHG�WRERWK�WKH�SRRU�DQG�ULFK�KRXVHKROGV�
&KDUW����'LVWULEXWLRQ�RI�/LJKWLQJ�7HFKQRORJ\�E\�0RQWKO\�,QFRPH�&ODVV������

%$6,&�'$7$�������+286(+2/'�(1(5*<�&2168037,21�6859(<��'2(
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7KH�:%�$67$(�5HSRUW������,Q�������WKH�:RUOG�%DQN�$VLD�$OWHUQDWLYH�(QHUJ\��:%�$67$(��VXSSRUWHG�WKH�FRQGXFW�DQGSUHSDUDWLRQ�RI�&RPSDFW�)OXRUHVFHQW�/DPSV�LQ�WKH�3KLOLSSLQHV��$�7HFKQLFDO�3HUIRUPDQFHDQG�0DUNHW�$VVHVVPHQW��7KH�UHSRUW�FRUURERUDWHG�WKH�UHVXOWV�RI�WKH�HDUOLHU�KRXVHKROGHQHUJ\�FRQVXPSWLRQ�VWXG\��0RUHRYHU��WKH�QHZ�VWXG\�LQFRUSRUDWHG�DQ�DVVHVVPHQW�RI�WKHORFDO�FRPPHUFLDO��LQGXVWULDO�VHFWRU�DV�D�&)/�PDUNHW�DQG�RIIHUHG�UHFRPPHQGDWLRQV�IRU�D�&)/VWUDWHJ\�LQ�WKH�FRXQWU\�
)RU�WKH�UHVLGHQWLDO�VHFWRU��WKH�:%�$67$(�VWXG\�HVWLPDWHG�D�OHVV�WKDQ���SHUFHQW�PDUNHWSHQHWUDWLRQ�IRU�&)/V��7KH�VWXG\�FRYHUHG�WKH�VHUYLFH�WHUULWRU\�RI�0$1,/$�(/(&75,&�&203$1<�0(5$/&2���ZKLFK�FRQVLVWHG�SULPDULO\�RI�WKH�FLWLHV�DQG�PXQLFLSDOLWLHV�LQ�WKH�1&5��7KH�:%�$67$(�HVWLPDWH�ZDV�KLJKHU�WKDQ�WKH�'2(�HVWLPDWH�RI�RYHU���SHUFHQW�IRU�WKH�1&5KRXVHKROGV�
1RWZLWKVWDQGLQJ�WKH�KLJKHU�ILJXUH��WKH�:%�$67$(�UHSRUW�FLWHG�WKH�ODFN�RI�DZDUHQHVV�RI&)/V�DQG�WKH�KLJK�SULFHV�RI�&)/V�DV�PDMRU�GHWHUUHQWV�WR�WKH�JURZWK�RI�WKH�ORFDO�&)/�PDUNHW�$ERXW����SHUFHQW�RI�SRWHQWLDO�KRXVHKROG�FXVWRPHUV�ZHUH�QRW�IDPLOLDU�ZLWK�&)/V��0RUHRYHU�WKH�SULFH�RI�RYHU�3K3�����SHU�&)/�XQLW�ZDV�FRQVLGHUDEO\�KLJK�FRPSDUHG�WR�MXVW�OHVV�WKDQ3K3����SHU�LQFDQGHVFHQW�ODPS��7KH�KLJK�&)/�SULFH�ZDV�D�PDMRU�REVWDFOH�WR�PLGGOH��DQGORZ�LQFRPH�KRXVHKROGV�
7KH�VLWXDWLRQ�ZDV�GLIIHUHQW�IRU�WKH�FRPPHUFLDO��LQGXVWULDO�VHFWRU��7KH�:%�$67$(�VWXG\UHSRUWHG�WKDW����SHUFHQW�RI�WKH�SRWHQWLDO�FRPPHUFLDO��LQGXVWULDO�FXVWRPHUV�ZHUH�DZDUH�RI&)/V��0RUHRYHU��KDOI�RI�WKH�FRPPHUFLDO��LQGXVWULDO�FXVWRPHUV�ZLWK�SRWHQWLDO�&)/DSSOLFDWLRQV�ZHUH�XVLQJ�&)/V��+RZHYHU��WKHUH�ZHUH�DERXW����SHUFHQW�RI�WKH�FRPPHUFLDO�LQGXVWULDO�FXVWRPHUV�WKDW�ZHUH�VWLOO�XVLQJ�LQFDQGHVFHQW�ODPSV�DQG�QR�&)/V�DW�DOO�
3XW�WRJHWKHU��WKH�'2(�DQG�$%�$67$(�UHSRUWV�LQGLFDWHG�JURZWK�RSSRUWXQLWLHV�IRU�WKH�&)/PDUNHW��ZKLFK�ZDV�DW�LWV�LQIDQF\�GXULQJ�WKH�PLG�����V��7KH\�UHFRJQL]HG�WKDW�WKH�VWUDWHJ\�IRU&)/�JURZWK�PXVW�EH�DEOH�WR�DGGUHVV��DPRQJ�RWKHUV��WKH�ODFN�RI�IDPLOLDULW\�RI�SRWHQWLDOFXVWRPHUV��SDUWLFXODUO\�LQ�WKH�UHVLGHQWLDO�VHFWRU��DQG�WKH�UHODWLYHO\�KLJK�SULFHV�RI�&)/V�YLV�j�YLV�WKH�SULFHV�RI�VWDQGDUG�ODPSV�
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.H\�)LQGLQJV

$��8UEDQ�+RXVHKROGV�0DUNHW&)/V�2IIHUHG�LQ�WKH�/RFDO�0DUNHW+DOI�D�GHFDGH�DJR��WKHUH�ZHUH�D�IHZ�&)/�EUDQGV�RIIHUHG�LQ�WKH�ORFDO�PDUNHW��7KHVHLQFOXGHG��DPRQJ�RWKHUV��&KL\RGD��*HQHUDO�(OHFWULF��1DWLRQDO��2VUDP��3KLOLSV��6\OYDQLD��DQG7RVKLED��:%�$67$(��������
$W�SUHVHQW��WKH�ORFDO�PDUNHW�LV�FURZGHG�ZLWK�YDULRXV�EUDQGV�DQG�YDULDQWV�RI�&)/V��$�VXUYH\RI�KRXVHKROGV�DQG�YDULRXV�RXWOHWV�RI�&)/V�LQ�WKH�1&5��DQG�WKH�FLWLHV�RI�&DJD\DQ�GH�2URDQG�&HEX�LQ�VRXWKHUQ�3KLOLSSLQHV�\LHOGHG�RYHU����GLIIHUHQW�EUDQGV�RI�&)/V��VHH�3KRWR�6HW��DQG�7DEOH�����7KH�1&5�KDV�DW�OHDVW�IRXU�GR]HQ�&)/�EUDQGV�ZKLOH�&HEX�DQG�&DJD\DQ�GH2UR�KDYH�WZR�DQG�RQH�GR]HQ�EUDQGV��UHVSHFWLYHO\��,QWHUHVWLQJO\��WKHUH�DUH�EUDQGV�WKDW�DUHIRXQG�RQO\�LQ�VSHFLILF�DUHDV�
&)/�3ULFHV�LQ�WKH�/RFDO�0DUNHW7KH�XQIHWWHUHG�JURZWK�RI�&)/V�LQ�WKH�ORFDO�PDUNHW�UHVXOWV�LQ�ILHUFH�SULFH�FRPSHWLWLRQ�DPRQJ&)/�VXSSOLHUV��)RU�LQVWDQFH��WKH�SRSXODU�3KLOLSV�(FRWRQH ��:�LV�DYDLODEOH�DW�PRGHUQVXSHUPDUNHWV�IRU�RYHU�3K3�����DSLHFH��%XW�LQ�RUGLQDU\�KDUGZDUH�VWRUHV�DQG�VLGHZDONVWRUHV��WKHUH�DUH�FRSLHV�RU�XQDXWKRUL]HG�3KLOLSV�(FRWRQH ��:�WKDW�DUH�RIIHUHG�DW�RQO\�3K3���DSLHFH��6WUHHW�YHQGRUV�RIIHU�D�ORZHU�SULFH�RI�3K3����DSLHFH�
(YHQ�FKHDSHU�&)/�YDULDQWV�DUH�DYDLODEOH�IURP�RUGLQDU\�KDUGZDUH�VWRUHV��VLGHZDON�VWRUHV��RUVWUHHW�YHQGRUV��7KHVH�UHWDLO�RXWOHWV�RIIHU�WKH�(FRWRQH YDULDQWV�RI�OHVV�SRSXODU�EUDQGV�DW�DEDUJDLQ�SULFH�RI���IRU�3K3������7KH�OHVV�SRSXODU�EUDQGV��H�J���/LRQ�DQG�'LDPRQG��HYHQ�KDYHVLPLODU�SDFNDJLQJ�IRU�WKHLU�(FRWRQH YDULDQWV�DV�WKH�3KLOLSV�(FRWRQH YDULDQW�
5HFHQWO\��SRSXODU�EUDQGV�ODXQFKHG�FKHDSHU�&)/�YDULDQWV��)RU�LQVWDQFH��3KLOLSV�ODXQFKHG(VVHQWLDO���:��ZKLFK�VHOOV�DW�3K3�����DSLHFH�FRPSDUHG�WR�WKH�FXUUHQW�3KLOLSV�(FRWRQH ��:WKDW�VHOOV�DW�RYHU�3K3�����DSLHFH��$W�ILUVW�JODQFH��WKH�FXVWRPHU�PD\�ZRQGHU�ZK\�D�3KLOLSV��:�&)/�FRVWV�PRUH�WKDQ�D�3KLOLSV���:�&)/��$�FORVHU�ORRN�VKRZV�WKDW�WKH�3KLOLSV�(FRWRQH��:�LV�DGYHUWLVHG�WR�ODVW�IRU�VL[�\HDUV�ZKLOH�WKH�FKHDSHU�3KLOLSV�(VVHQWLDO ��:�LV�H[SHFWHGWR�ODVW�IRU�RQO\�WZR�\HDUV��*HQHUDO�(OHFWULF�DOVR�ODXQFKHG�LWV�(FRQRPL]HU YDULDQW��$Q(FRQRPL]HU ��:�VHOOV�IRU�3K3�����DSLHFH�FRPSDUHG�WR�WKH�:DWW�0LVHU ��:�WKDW�IHWFKHVRYHU�3K3�����DSLHFH��7KH�IRUPHU�KDV�D�ODPS�OLIH�RI�������KRXUV�ZKLOH�WKH�ODWWHU�ODVWV�XS�WR������KRXUV�
7KH�SUROLIHUDWLRQ�RI�&)/�EUDQGV�DQG�WKH�HQVXLQJ�SULFH�FRPSHWLWLRQ�\LHOG�PL[HG�UHVXOWV�LQ�WKHPDUNHW��7KH�VKHHU�QXPEHU�RI�&)/V��LQFOXGLQJ�SRSXODU�DQG�QHZ�EUDQGV�DQG�YDULDQWV�WKDWFODLP�VLPLODU�OLJKWLQJ�FKDUDFWHULVWLFV��FRQIXVHV�WKRVH�EX\HUV�ZKR�DUH�NHHQ�DW�JHWWLQJ�TXDOLW\&)/V�DW�UHDVRQDEOH�SULFHV��2Q�WKH�RWKHU�KDQG��PRUH�EX\HUV�KDYH�DFFHVV�WR�D�YDULHW\�RI&)/V��LQFOXGLQJ�SRSXODU�EUDQGV�DQG�QHZ�EUDQGV�DW�PRUH�DIIRUGDEOH�SULFHV�
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7DEOH����&)/V�LQ�WKH�/RFDO�0DUNHW0DUNHW�&HQWHU 0DUNHW�&HQWHU%UDQG 00 &HEX &'2 %UDQG 00 &HEX &'2$SROOR ; 1DWLRQDO ;&$7 ; 1(& ;&DWD ; ; 1HREDOO ;&KL\RGD ; ; 1HROLWH ;&OHDU����� ; ; 1HROX[ ;'DWML ; 201, ; ; ;'HOWD ; 2VUDP ; ; ;&1. ; 3KLOLSSLQHV ;'\QDPLF ; ; 3KLOLSV ; ; ;(GLVRQ ; 3ROOX[ ;)LOOX[ ; 4L\DP ;)XK�0DPD ; ; 5DGLXP�5DOX[ ;*DOD[\ ; 6WDUOLJKW ;*( ; ; ; 6XQOLJKW ; ; ;*(V ; 6XQOX[ ;+HQJ[LQJ ; ; 6XQVKLQH ; ;+LWDFKL ; ; 6\OYDQLD ; ;.HQJR ; 7RVKLED ; ;-LDGLDQ ; ; 7XQJVUDP ;-XUHQ ; 8OWUD ;/LEHUW\ ; 9LYD ;/XFN\�/LJKW ; ; :67 ;/X[LQJ ; ;LQ�;LQJ ; ;/X[WUDP ; ;HOOX[ ;0D[LOLWH ; ; ; <DQJ�*XDP ;0HJDPDQ ; ; ; <DVDL ;0HUFXU\ ; <DVDNL ; ;0LWVXELVKL ;6285&(��$$�6859(<

7DEOH����6HOHFWHG�&)/V�DQG�3ULFHV&)/�%UDQG 3ULFH�5DQJH&$7$ 3K3����±����'LDPRQG ��IRU�3K3���/LRQ ��IRU��3K3���3KLOLSV 3K3����±����
;LQ�;LQJ 3K3����±���
� 35,&(�5$1*(�,1&/8'(6�%27+�/(*,7,0$7(�$1'�81$87+25,=('� 3+,/,36�&)/6�6285&(��$$�6859(<�$1'�$1$/<6,6
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&)/�5HWDLO�2XWOHWV'XULQJ�WKH�PLG�����V��FRQVXPHUV�KDG�WR�YLVLW�PRGHUQ�VXSHUPDUNHWV�DQG�VHOHFWHG�KDUGZDUHVWRUHV�WR�EX\�&)/V��7RGD\��WKH�PRGHUQ�VXSHUPDUNHWV�DQG�KDUGZDUH�VWRUHV�RIIHU�D�ZLGHFKRLFH�RI�SRSXODU�&)/�EUDQGV�DQG�YDULDQWV��0RUHRYHU��HYHQ�UHJXODU�VXSHUPDUNHWV�DQGKDUGZDUH�VWRUHV�FDUU\�&)/�SURGXFWV�LQ�WKHLU�VKHOYHV�
7KHUH�DUH�WUDGLWLRQDO�VXSHUPDUNHWV�DQG�KDUGZDUH�VWRUHV�DV�ZHOO�DV�LQIRUPDO�UHWDLO�RXWOHWVWKDW�GLVWULEXWH�&)/V��SDUWLFXODUO\�WKH�ORZ�FRVW�&)/�EUDQGV�DQG�YDULDQWV��7KH�LQIRUPDO�RXWOHWVLQFOXGH�VPDOO�VLGHZDON�VWDOOV��VWUHHW�YHQGRUV��DQG�GRRU�WR�GRRU�YHQGRUV�RI�&)/V�
0DQ\�RI�WKH�LQIRUPDO�RXWOHWV�RI�&)/V�FRQGXFW�WKHLU�WUDGH�LQ�PDMRU�PDUNHW�FHQWHUV�DQG�DUHDVRI�KLJK�SHGHVWULDQ�WUDIILF��6RPH�LQIRUPDO�RXWOHWV�ORFDWH�DQG�SO\�WKHLU�WUDGH�QHDU�VKRSSLQJFRPSOH[HV�DQG�VXSHUPDUNHWV�ZKHUH�WKH\�FRPSHWH�GLUHFWO\�ZLWK�WKH�PRUH�RUJDQL]HG�UHWDLORXWOHWV��0HDQZKLOH��VWUHHW�YHQGRUV�WDUJHW�WKH�DUHDV�ZLWK�KLJK�SHGHVWULDQ�WUDIILF�OLNH�PDUNHWV�EXV�VWDWLRQV��DQG�);�WD[LV��MHHSQH\�SDUNV��VHH�3KRWR�6HWV���DQG����
)RU�LQVWDQFH��WKH�('6$�&HQWUDO�LV�D�PDMRU�PDUNHW�FHQWHU�DORQJ�('6$�DQG�6KDZ�&URVVLQJ�,W�LV�D�GU\�JRRGV�DQG�ZHW�PDUNHW��%XW�LW�LV�ERXQGHG�E\�PDMRU�VKRSSLQJ�FHQWHUV�VXFK�DV�WKH8QLZLGH�6WRUH�DW�8QLWHG�6WUHHW��WKH�6KDQJUL�/D�3OD]D�DQG�60�0HJDPDOO�DFURVV�6KDZ%RXOHYDUG��DQG�6WDU�0DOO��IRUPHUO\�0DQXHOD�6KRSSLQJ�&RPSOH[��DFURVV�('6$�
('6$�&HQWUDO�LV�DOVR�D�PDMRU�WUDQVLW�DUHD��KRVWLQJ�D�NH\�0HWUR6WDU�VWDWLRQ�DQG�EXV�VWRS�IRUFRPPXWHUV�DORQJ�('6$�DV�ZHOO�DV�WHUPLQDO�VWDWLRQV��SDUNV�IRU�);�WD[LV�DQG�MHHSQH\V�JRLQJWR�$QWLSROR��&DLQWD��DQG�RWKHU�WRZQV�HDVW�RI�0HWUR�0DQLOD�
7KHUH�DUH�DERXW�D�GR]HQ�VLGHZDON�VWRUHV�DQG�YHQGRUV�RI�&)/V�DW�WKH�('6$�&HQWUDO�WKDWFRPSOHPHQW�DQG�FRPSHWH�ZLWK�WKH�IRUPDO�UHWDLO�RXWOHWV�RI�&)/V��L�H���WKH�VXSHUPDUNHWV�DQGPRGHUQ�KDUGZDUH�VWRUHV�DW�WKH�VXUURXQGLQJ�VKRSSLQJ�FRPSOH[HV��:KLOH�WKH�IRUPDO�UHWDLORXWOHWV�DW�WKH�PDMRU�VKRSSLQJ�FHQWHUV�RIIHU�D�ZLGH�UDQJH�RI�SRSXODU�&)/V�OLNH�*HQHUDO(OHFWULF��2VUDP��DQG�3KLOLSV��WKH�VLGHZDON�VWRUHV�DQG�YHQGRUV�SHGGOH�OHVV�SRSXODU�EUDQGVVXFK�DV�$SROOR��&$7$��&1.��'LDPRQG��/LRQ��;LQ�;LQJ��DQG�WKH�SRSXODU�(FRWRQH YDULDQW�RI3KLOLSV�
$W�('6$�&HQWUDO��LQIRUPDO�UHWDLO�RXWOHWV�WKULYH�DORQJ�ZLWK�IRUPDO�UHWDLO�RXWOHWV��7R�VRPHH[WHQW��WKLV�GXDO�&)/�PDUNHW�EHQHILWV�FRQVXPHUV�LQ�WHUPV�RI�D�ZLGHU�UDQJH�RI�&)/�EUDQGVDQG�SULFHV��,Q�D�VXUYH\��DERXW�IRXU�RXW�RI�HYHU\�ILYH�KRXVHKROGV�LQGLFDWH�UHDG\�DFFHVV�WR&)/�SURGXFWV��0RUHRYHU��DERXW�RQH�IRXUWK�RI�KRXVHKROGV�WKDW�UHFHQWO\�SXUFKDVHG�&)/VLQGLFDWHG�WKH\�JRW�WKHLU�&)/V�IURP�LQIRUPDO�UHWDLO�RXWOHWV�
7KH�LQIRUPDO�UHWDLO�RXWOHWV�DUH�FRPPRQ�LQ�PDUNHW�FHQWHUV��6HOHFWHG�PDUNHW�FHQWHUV�ZLWKLQIRUPDO�UHWDLO�RXWOHWV�RI�&)/V�DUH�VXPPDUL]HG�EHORZ��VHH�7DEOH����

� 7KH�%OXPHQWULWW�PDUNHW�LV�D�GU\�	�ZHW�PDUNHW�DORQJ�5L]DO�$YHQXH�DQG�DFFHVVLEOHWKURXJK�WKH�/LJKW�5DLOZD\�7UDQVLW��/57���);�WD[LV��DQG�MHHSQH\V��$Q�ROG�FRPPHUFLDOGLVWULFW��VWUHHW�YHQGRUV�FR�H[LVW�ZLWK�ROG�KDUGZDUH�VWRUHV��RIIHULQJ�ERWK�SRSXODU�DQGORZ�FRVW�&)/�EUDQGV�
� 7KH�4XLDSR�PDUNHW�KRVWV�D�GU\�JRRGV�VHFWLRQ��D�ZHW�PDUNHW��DQG�VHYHUDO�HOHFWURQLFVVWRUHV��0DUNHW�VWDOOV�DQG�VWUHHW�YHQGRUV�RIIHU��DPRQJ�RWKHUV��'LDPRQG��/LRQ��DQG3KLOLSV�&)/V�DW�D�EDUJDLQ�SULFH�RI���IRU�3K3�����
� 7KH�'LYLVRULD�PDUNHW�KRVWV�GU\�JRRGV�VWDOOV��ED]DDUV�DQG�VKRSV��,W�LV�D�IDYRULWHGHVWLQDWLRQ�RI�ZKROHVDOHUV�DQG�EDUJDLQ�KXQWHUV�EHFDXVH�RI�YHU\�ORZ�SULFHV��,W�LVDFFHVVLEOH�WKURXJK�EXVHV��);�WD[LV��MHHSQH\V��DQG�WKH�315�WUDLQ�WKDW�JRHV�WRSURYLQFHV�RXWVLGH�0HWUR�0DQLOD��'LYLVRULD�LV�D�PDMRU�WUDQVVKLSPHQW�DUHD�IRU�GU\JRRGV��'LYLVRULD�KDV�D�VHFWLRQ�RI�VWUHHW�YHQGRUV��ZKR�SHGGOH�&$7$��&1.��'LDPRQG�/LRQ��DQG�3KLOLSV�&)/V�DW�YHU\�ORZ�SULFHV�
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7DEOH����6HOHFWHG�5HWDLO�2XWOHWV�IRU�&)/V('6$�&(175$/ %/80(175,77$5($ 3DVLJ�&LW\ 0DQLOD$&&(66,%,/,7< %XVHV��0HWURVWDU��057��DQG�);�WD[LV��MHHSQH\V /57��);�WD[LV��MHHSQH\V
.(<�0$5.(7&(17(56 ('6$�&HQWUDO��600HJDPDOO��5RELQVRQV��	6KDQJUL�/D�3OD]D

'U\�	�ZHW�PDUNHWV
&)/�287/(76 0DUNHW�VWDOOV6WUHHW�YHQGRUV ���KDUGZDUH�VWRUHV9HQGRUV&)/�%5$1'6�35,&(�5$1*(� 3KLOLSV��3������������$SROOR�&$7$��'LDPRQG��/LRQ��&1.����IRU�3����

3KLOLSV��3����������&KL\RGD��3������&1.�&RPPDQGHU��(QHUJ\��	1DWLRQDO��EHORZ�3����
48,$32 ',9,625,$$5($ 0DQLOD 0DQLOD$&&(66,%,/,7< );�WD[LV��MHHSQH\V %XVHV��);�WD[LV��MHHSQH\V�315�WUDLQ.(<�0$5.(7&(17(56 4XLDSR�GU\�DQG�ZHW�PDUNHWVSOXV�HOHFWURQLFV�VWRUHV 'LYLVRULD�WH[WLOH�PDUNHW��GU\JRRGV��VWDOOV��ED]DDUV�DQGVKRSV&)/�287/(76 0DUNHW�VWDOOV6WUHHW�YHQGRUV ��KDUGZDUH�VWRUH6WUHHW�YHQGRUV&)/�%5$1'6�35,&(�5$1*(� 3KLOLSV��'LDPRQG��-XUHQ�/LRQ��6XQOLJKW��8�ZHOO����IRU�3����

3KLOLSV����IRU�3������&$7$�&1.��'LDPRQG��/LRQ��8�ZHOO���IRU�3����6285&(��$$�6859(<�$1'�$1$/<6,6
7KH�0HWUR�0DQLOD�+RXVHKROGV0HWUR�0DQLOD�LV�D�PDMRU�XUEDQ�FHQWHU�DQG�KRVW�WR�DERXW�WZR�PLOOLRQ�KRXVHKROGV�RU���SHUFHQW�RI�WKH�FRXQWU\¶V�KRXVHKROG�SRSXODWLRQ��VHH�&KDUW�����,W�LV�WKH�FRXQWU\¶V�FRPPHUFLDO�ILQDQFLDO��DQG�LQGXVWULDO�FDSLWDO�DQG�KRPH�RI�PDQ\�RI�WKH�FRXQWU\¶V�ULFK�KRXVHKROGV��,Q�D�����VXUYH\��0HWUR�0DQLOD¶V�KRXVHKROGV�DFFRXQWHG�IRU�3K3�����ELOOLRQ�RU�DOPRVW�RQH�WKLUGRI�WKH�WRWDO�LQFRPH�RI�DOO�KRXVHKROGV�LQ�WKH�FRXQWU\�
$ERXW�����WKRXVDQG�RU�QLQH�SHUFHQW�RI�0HWUR�0DQLOD¶V�KRXVHKROGV�EHORQJHG�WR�WKH�DIIOXHQW$%�PDUNHW�VHJPHQW�ZKLOH�����WKRXVDQG�RU�DOPRVW�KDOI�DUH�PLGGOH�FODVV�KRXVHKROGV�IURPWKH�&�PDUNHW�VHJPHQW��7KH�OHVV�DIIOXHQW�'�DQG�(�PDUNHW�VHJPHQWV�DFFRXQWHG�IRU���SHUFHQW�DQG����SHUFHQW�RI�0HWUR�0DQLOD¶V�KRXVHKROGV��>7KH�EURDG�FKDUDFWHULVWLFV�DQGGLVWULEXWLRQ�RI�$%��&��'��DQG�(�PDUNHW�VHJPHQWV�DUH�VKRZQ�LQ�WKH�$SSHQGL[�@
0HWUR�0DQLOD�KRVWV�PDQ\�RI�WKH�PRUH�DIIOXHQW�KRXVHKROGV��2YHU�KDOI�RI�WKH�FRXQWU\¶V�$%KRXVHKROGV�DQG�RQH�WKLUG�RI�WKH�PLGGOH�FODVV�KRXVHKROGV�DUH�LQ�0HWUR�0DQLOD��7KLV�UHVXOWHGLQ�D�FRQFHQWUDWLRQ�RI�LQFRPH�DQG�SXUFKDVLQJ�SRZHU�LQ�0HWUR�0DQLOD��0HWUR�0DQLOD¶V�$%�DQG&�KRXVHKROGV�DGGHG�XS�WR�����PLOOLRQ�RU�HLJKW�SHUFHQW�RI�WKH�FRXQWU\¶V�KRXVHKROGV�+RZHYHU��WKHVH�DIIOXHQW�KRXVHKROGV�DFFRXQWHG�IRU�RYHU�RQH�IRXUWK�RI�WKH�FRXQWU\¶VKRXVHKROG�LQFRPH�



��

&KDUW����7KH�0HWUR�0DQLOD�DQG�8UEDQ�+RXVHKROGV�0DUNHW

6285&(��$$�$1$/<6,6
7KH�8UEDQ�$UHD�+RXVHKROGV7KH�QXPEHU�RI�XUEDQ�KRXVHKROGV�LQ�WKH�FRXQWU\�KDV�UHDFKHG�����PLOOLRQ�RU�DOPRVW�KDOI�RI�WKHFRXQWU\¶V�KRXVHKROGV��7KHVH�KRXVHKROGV�DFFRXQWHG�IRU�3K3�����WULOOLRQ�RU����SHUFHQW�RI�WKHWRWDO�LQFRPH�RI�WKH�FRXQWU\¶V�KRXVHKROGV�
7KH�XUEDQ�DUHDV�KRVWHG�����WKRXVDQG�RU����SHUFHQW�RI�WKH�FRXQWU\¶V�$%�KRXVHKROGV�DQG����PLOOLRQ�RU����SHUFHQW�RI�WKH�FRXQWU\¶V�PLGGOH�FODVV�KRXVHKROGV��7KH�LQFRPHV�RI�$%�DQG&�KRXVHKROGV�LQ�WKH�XUEDQ�DUHDV�DGGHG�XS�WR�3K3�����ELOOLRQ�RU�KDOI�RI�WKH�FRXQWU\¶VKRXVHKROG�LQFRPH�
0HWUR�0DQLOD�LV�D�PDMRU�FRPSRQHQW�RI�WKH�FRXQWU\¶V�XUEDQ�VHFWRU��,W�DFFRXQWV�IRU�RQH�WKLUG�RIWKH�XUEDQ�KRXVHKROG�SRSXODWLRQ�DQG�RQH�KDOI�RI�WKH�WRWDO�LQFRPH�RI�WKH�XUEDQ�KRXVHKROGV�7KH�UHVW�RI�WKH�XUEDQ�KRXVHKROGV�DQG�WKHLU�FRUUHVSRQGLQJ�LQFRPHV�DUH�VSUHDG�RXW�LQ�PDQ\FLWLHV�DFURVV�WKH�FRXQWU\�
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���� �0HWUR�0DQLOD�KRXVHKROGV�GLVWULEXWLRQ3RSXODWLRQ��������PLOOLRQ
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��

8UEDQ�KRXVHKROGV�GLVWULEXWLRQ3RSXODWLRQ��������PLOOLRQ
8UEDQ�KRXVHKROGV�LQFRPH�GLVWULEXWLRQ7RWDO�,QFRPH�±�3K3�������ELOOLRQ

0HWUR�0DQLOD�KRXVHKROGV�LQFRPH�GLVWULEXWLRQ7RWDO�,QFRPH�±�3K3�����ELOOLRQ



��

$ZDUHQHVV�RI�(QHUJ\�(IILFLHQF\�DQG�&)/V$OPRVW�DOO�RI�WKH�KRXVHKROGV�LQ�0HWUR�0DQLOD�DQG�LQ�WKH�WKUHH�RWKHU�DUHDV��L�H���&DODEDU]RQ�&HEX�&LW\��DQG�&DJD\DQ�GH�2UR�&LW\��UHDGLO\�VHH�WKH�LPSRUWDQFH�RI�HQHUJ\�HIILFLHQF\ LQ�WKHLUOLJKWLQJ�DQG�KRPH�DSSOLDQFHV�
:KLOH�WKH\�UHFRJQL]H�DQG�DJUHH�WR�WKH�LPSRUWDQFH�RI�HQHUJ\�HIILFLHQF\��QRW�DV�PDQ\KRXVHKROGV�WKLQN�WKDW�WKH\�DUH�YHU\�DZDUH�RI�HQHUJ\�HIILFLHQW�SURGXFWV��$ERXW�WZR�RXW�RIHYHU\�WKUHH�KRXVHKROGV�WKLQN�WKDW�DUH�YHU\�IDPLOLDU�ZLWK�HQHUJ\�HIILFLHQW�SURGXFWV�
:KHQ�SUHVHQWHG�ZLWK�VSHFLILF�H[DPSOHV�RI�HQHUJ\�HIILFLHQW�SURGXFWV�OLNH�WKH�&)/V��WKHUH�DUHIHZHU�KRXVHKROGV�WKDW�H[SUHVV�IDPLOLDULW\�ZLWK�WKH�SURGXFWV��,Q�0HWUR�0DQLOD��IRU�LQVWDQFH�DERXW�RQH�RXW�RI�HYHU\�IRXU�KRXVHKROGV�UHDGLO\�DGPLWV�LW�GRHV�QRW�KDYH�HQRXJK�LQIRUPDWLRQWR�PDNH�HGXFDWHG�FKRLFHV�LQ�WKH�SXUFKDVH�RI�OLJKWLQJ�SURGXFWV�
,Q�&DODEDU]RQ��D�VXEXUEDQ�DUHD�MXVW�RXWVLGH�RI�WKH�1&5�DQG�KRVW�WR�PDQ\�LQGXVWULDO�DQGUHVLGHQWLDO�FRPPXQLWLHV��UHODWLYHO\�PDQ\�PRUH�KRXVHKROGV�WKLQN�WKDW�WKH\�DUH�QRW�IDPLOLDUZLWK�OLJKWLQJ�SURGXFWV��7KH�&DODEDU]RQ�KDV�D�IDVW�JURZLQJ�UHVLGHQWLDO�FRPPXQLW\�GXH�WR�LQ�PLJUDWLRQ�RI�WKH�IDPLOLHV�RI�LQGXVWULDO�ZRUNHUV��%\�FRQWUDVW��PRVW�RI�WKH�KRXVHKROGV�LQ�&HEX&LW\�DQG�&DJD\DQ�GH�2UR�&LW\�EHOLHYH�WKH\�KDYH�DGHTXDWH�LQIRUPDWLRQ�WR�PDNH�HGXFDWHGFKRLFHV�LQ�WKH�SXUFKDVH�RI�OLJKWLQJ�SURGXFWV��VHH�7DEOH����
2Q�EDODQFH��PDQ\�PRUH�KRXVHKROGV�DUH�IDPLOLDU�ZLWK�&)/V�WRGD\��,Q�������WKH�:%�$67$(UHSRUW�FLWHG�WKDW�IRXU�RXW�RI�HYHU\�ILYH�UHVLGHQWLDO�FXVWRPHUV�ZHUH�XQIDPLOLDU�ZLWK�&)/V�
7DEOH����&RQVXPHU�$ZDUHQHVV�RQ�&)/V 3HUFHQWDJH�RI�5HVSRQGHQWV'R�\RX�KDYH�HQRXJK�LQIRUPDWLRQ�RQ�HQHUJ\HIILFLHQW�OLJKWLQJ�SURGXFWV��&)/V��WR�PDNH�HGXFDWHGFKRLFHV�ZKHQ�EX\LQJ�QHZ�ODPSV" <HV 1R 'RQ¶W�NQRZ

0HWUR�0DQLOD �� �� �&DODEDU]RQ �� �� �&HEX�&LW\ �� � �&DJD\DQ�GH�2UR �� � �6285&(��$$�6859(<�$1'�$1$/<6,6
&)/�3XUFKDVHV�RI�0HWUR�0DQLOD�+RXVHKROGV7KH�&)/�SXUFKDVHV�RI�0HWUR�0DQLOD�KRXVHKROGV�DUH�LQIOXHQFHG�E\�WKH�DYDLODELOLW\�RI�&)/EUDQGV�DQG�YDULDQWV��WKH�SULFHV�RI�&)/V��DQG�WKH�SXUFKDVLQJ�SRZHU�RI�WKH�KRXVHKROGV�DPRQJ�RWKHUV��7KH�SDWWHUQ�RI�KRXVHKROG�&)/�SXUFKDVHV�LV�LQGLFDWHG�LQ�&KDUWV������DQG���DQG�LV�VXPPDUL]HG�EHORZ�

� 7KH�$%�KRXVHKROGV�JHQHUDOO\�EX\�WKH�SRSXODU�&)/V�RI�WKH�%LJ����L�H���*HQHUDO(OHFWULF��*(���2VUDP��DQG�3KLOLSV��7KH�%LJ���&)/V�DUH�SHUFHLYHG�WR�KDYH�JRRG�TXDOLW\DQG�DUH�H[SHQVLYH��7KH�ORZ�FRVW�DXWKRUL]HG�YDULDQWV�*(�(FRQRPLVHU DQG�3KLOLSV(VVHQWLDO KDYH�D�VXJJHVWHG�UHWDLO�SULFH��653��RI�3K3�����DSLHFH��7KH�$%KRXVHKROGV�EX\�DERXW�WKUHH�SLHFHV�RI�%LJ���&)/V�DW�DQ�DYHUDJH�SULFH�RI�3K3����DSLHFH��6RPH�$%�KRXVHKROGV�SUHIHU�RWKHU�H[SHQVLYH�&)/V��,QGHHG��WKH�$%KRXVHKROGV�DUH�WKH�SULPDU\�PDUNHW�IRU�&)/V�EHFDXVH�RI�WKHLU�KLJK�SXUFKDVLQJ�SRZHUDQG�SUHIHUHQFH�IRU�TXDOLW\�
,QWHUHVWLQJO\��VRPH�$%�KRXVHKROGV�WU\�RXW�WKH�ORZ�FRVW�&)/�YDULDQWV���7KDW�LV��WKH\EX\�ORZ�FRVW�&)/V�LQ�DGGLWLRQ�WR�WKH�%LJ���&)/V�WKDW�WKH\�EX\���7KHVH�LQFOXGH�RWKHU&)/V�DQG�FRSLHV�RI�WKH�%LJ���&)/V��SDUWLFXODUO\�3KLOLSV��$%�KRXVHKROGV�SD\�DERXW3K3�����DSLHFH�IRU�WKHVH�RWKHU�&)/V�



��

&KDUW����&)/�3XUFKDVHV�RI�$%�+RXVHKROGV

6285&(��$$�6859(<�$1'�$1$/<6,6
� 7KH�&�RU�PLGGOH�FODVV�KRXVHKROGV�DOVR�EX\�%LJ���&)/V��+RZHYHU��WKH\�EX\�RQO\�WZR&)/V�RQ�DYHUDJH�DQG�DW�D�ORZHU�DYHUDJH�SULFH�RI�3K3�����DSLHFH��8QOLNH�WKH�PRUHDIIOXHQW�$%�KRXVHKROGV��WKH�PLGGOH�FODVV�KRXVHKROGV�DUH�OHVV�NHHQ�RQ�SD\LQJ�PRUHIRU�TXDOLW\�&)/V��7KH\�DUH�PRUH�LQFOLQHG�WR�WU\�RXW�WKH�ORZ�FRVW�&)/V��LQFOXGLQJ�WKHOHVV�SRSXODU�&)/6�DQG�XQDXWKRUL]HG�FRSLHV�RI�WKH�SRSXODU�EUDQGV��2Q�DYHUDJH��WKHPLGGOH�FODVV�KRXVHKROGV�SD\�VOLJKWO\�RYHU�3K3�����DSLHFH�IRU�RWKHU�&)/V�
� 7KH�'�DQG�(�KRXVHKROGV�EX\�WKH�%LJ���&)/V��%XW�D�UHODWLYHO\�ELJ�SRUWLRQ�RI�WKHVH&)/V�DUH�XQDXWKRUL]HG�FRSLHV�WKDW�DUH�VROG�DW�ORZ�SULFHV��7KH�'�DQG�(�KRXVHKROGVEX\�%LJ���&)/V�DW�DQ�DYHUDJH�SULFH�RI�3K3�����DSLHFH��ZKLFK�LV�EHORZ�WKH�653�RI%LJ���&)/V��+HQFH��PDQ\�RI�WKH�&)/V�DFTXLUHG�E\�'�DQG�(�KRXVHKROGV�DUH�FKHDSFRSLHV�RI�%LJ���&)/V�

7KH�'�DQG�(�KRXVHKROGV�KDYH�UHODWLYHO\�PRUH�SXUFKDVHV�RI�RWKHU�&)/V�FRPSDUHGZLWK�WKRVH�RI�WKH�RWKHU�PDUNHW�VHJPHQWV��7KLV�LQGLFDWHV�WKH�'�DQG�(�KRXVHKROGV¶SURSHQVLW\�IRU�ORZ�FRVW�&)/V��7KH�OHVV�DIIOXHQW�KRXVHKROGV�SD\�DQ�DYHUDJH�SULFH�RI3K3����DSLHFH�IRU�RWKHU�&)/V�
� 3XW�WRJHWKHU��WKH�KRXVHKROGV�IURP�GLIIHUHQW�PDUNHW�VHJPHQWV�KDYH�VLPLODU�LQFOLQDWLRQVWR�EX\�&)/V��6LPLODUO\��WKH\�DUH�IDPLOLDU�ZLWK�WKH�%LJ���&)/V��WKH�RWKHU�&)/V��DQGWKHLU�UHODWLYH�SULFHV��+HQFH��WKH�REVHUYHG�SDWWHUQ�RI�SXUFKDVHV�VWHP�PRUH�IURP�WKHKRXVHKROGV¶�SXUFKDVLQJ�SRZHU�RU�DELOLW\�WR�SD\�WKH�SXUFKDVHG�&)/V��:KLOH�PRVWUHFRJQL]H�DQG�SHUKDSV�ZLVK�WR�JHW�TXDOLW\�&)/V��0HWUR�0DQLOD�KRXVHKROGV�EX\�WKH&)/V�WKH\�FDQ�DIIRUG�

&)/�3XUFKDVHV�RI�$%�+RXVHKROGV
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&KDUW����&)/�3XUFKDVHV�RI�&�+RXVHKROGV

6285&(��$$�6859(<�$1'�$1$/<6,6

&KDUW����&)/�3XUFKDVHV�RI�'(�+RXVHKROGV

6285&(��$$�6859(<�$1'�$1$/<6,6

&)/�3XUFKDVHV�RI�&�+RXVHKROGV
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� ��� ��� ��� ��� ���3LFH�SU�&)/V1XP�RI�8QLWV��J��& ��2WKHU�&)/V
&)/�3XUFKDVHV�RI�'(�+RXVHKROGV
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� ��� ��� ��� ��� ���3ULFH�SHU�&)/V
1XP�RI�8QLWV

��%LJ���&)/V ��2WKHU�&)/V

/RZ�FRVW�&)/

/RZ�FRVW�&)/



��

,Q�������0HWUR�0DQLOD�KRXVHKROGV�SXUFKDVHG�DERXW�����PLOOLRQ�XQLWV�RI�&)/V��7KLV�YROXPHWUDQVODWHV�WR�3K3�����PLOOLRQ�RU�86�������PLOOLRQ��7KH�PLGGOH�LQFRPH�KRXVHKROGV�ZHUH�WKHELJJHVW�EX\HUV�RI�&)/V��DFFRXQWLQJ�IRU�����WKRXVDQG�RU�RYHU�KDOI�RI�WKH�WRWDO�YROXPH�RISXUFKDVHG�&)/V��7KH�'(�DQG�(�KRXVHKROGV�SXUFKDVHG�����WKRXVDQG�XQLWV�ZKLOH�WKHDIIOXHQW�KRXVHKROGV�DFFRXQWHG�IRU�RQO\�����WKRXVDQG�XQLWV��,Q�WHUPV�RI�YDOXH��KRZHYHU��WKH'�DQG�(�KRXVHKROGV�KDG�3K3����PLOOLRQ�ZKLOH�WKH�$%�KRXVHKROGV�KDG�3K3����PLOOLRQ�LQ�&)/SXUFKDVHV�
7DEOH����&)/�3XUFKDVHV�RI�0HWUR�0DQLOD�+RXVHKROGV�LQ�����0DUNHW6HJPHQW 9ROXPH����V 3ULFH�3K3 3K30LOOLRQ 86�0LOOLRQ$% ��� ��� �� ����& ��� ��� ��� ����'( ��� ��� �� ����$OO ����� ��� ��� ����
6285&(��$$�6859(<�$1'�$1$/<6,6
3UHIHUHQFHV�RI�+RXVHKROGV:KDW�PDNHV�&)/V�VDOHDEOH"�+RXVHKROGV�WKDW�SXUFKDVHG�&)/V�LQ�����������LQGLFDWHG�DPRQJ�RWKHUV��WKHLU�UHDVRQV�IRU�SXUFKDVLQJ�&)/V��ORZHU�HOHFWULFLW\�FRQVXPSWLRQ��EULJKWHUZKLWH�OLJKW��FXULRVLW\��DQG�ORQJHU�ODPS�OLIH��VHH�&KDUW����
&KDUW����5HDVRQV�IRU�3XUFKDVLQJ�&)/V

6285&(��$$�6859(<�$1'�$1$/<6,6

� �� �� �� �� �� �� ��3HUFHQWDJH�RI�5HVSRQGHQWV
&)/V�VDYH�RQ�HQHUJ\��ORZHU�SRZHU�ELOO�&)/V�JLYH�EULJKWHU�ZKLWH��OLJKWV&)/V�ODVW�ORQJHU7U\�&)/V��FXULRVLW\&)/V�DUH�FKHDSHU�WKDQ�RWKHU�ODPSV&)/V�DUH�HDVLHU�WR�LQVWDOO&)/V�DUH�DWWUDFWLYH

5HDVRQV�IRU�3XUFKDVLQJ�&)/V

0HWUR0DQLOD $OO�$UHDV



��

/RZHU�HOHFWULFLW\�FRQVXPSWLRQ�DQG�HQHUJ\�VDYLQJ�DUH�&)/
V�SULPDU\�VHOOLQJ�SRLQWV��0DQ\&)/�PDQXIDFWXUHUV�ODEHO�WKHLU�&)/V�DV�HLWKHU�³(QHUJ\�6DYHUV´ RU�³(QHUJ\�6DYLQJ�/DPSV´�DQG�WKH�ODEHOV�HYHQ�KDYH�ELJJHU�DQG�DWWUDFWLYH�GHVLJQV�WKDQ�WKH�EUDQG�QDPHV��/RFDOVXSSOLHUV�DQG�YHQGRUV�DOVR�DGYHUWLVH�WKHLU�&)/�SURGXFWV�DV�HQHUJ\�VDYLQJ�ODPSV��&)/V�DUHSRSXODUO\�NQRZQ�DV�HQHUJ\�VDYHUV�
%HIRUH��&)/�SURSRQHQWV�H[SODLQHG�WKDW�ORZ�HOHFWULFLW\�FRQVXPSWLRQ�FRXOG�RIIVHW�WKH�KLJKLQLWLDO�ODPS�FRVW��7RGD\��PRUH�ORZ�FRVW�&)/V�DUH�RIIHUHG�LQ�WKH�ORFDO�PDUNHW��+HQFH��JLYHQ�DVWDQGDUG�ODPS�DQG�D�&)/�RI�FRPSDUDEOH�SULFH��WKH�KRXVHKROG�FRQVXPHU�ZRXOG�UHDGLO\FKRRVH�WKH�&)/�EHFDXVH�RI�LWV�DGYHUWLVHG�ORZ�HOHFWULF�FRQVXPSWLRQ�DQG�HQHUJ\�VDYLQJIHDWXUHV��7KH�DYDLODELOLW\�RI�ORZ�FRVW�&)/V�LQ�WKH�ORFDO�PDUNHW�SXWV�WR�IRUH�WKH�HFRQRPLFDGYDQWDJH�RI�&)/V�RYHU�VWDQGDUG�ODPSV��+RXVHKROGV��SDUWLFXODUO\�WKH�&��'��DQG�(KRXVHKROGV��ILQG�ORZHU�HOHFWULFLW\�FRQVXPSWLRQ�DV�D�FOHDU�UDWLRQDOH�IRU�WKHLU�&)/�SXUFKDVHV�
+RXVHKROGV�DOVR�UHFRJQL]H�WKH�IXQFWLRQDO�DQG�DHVWKHWLF�IHDWXUHV�RI�&)/V��7KHVH�IHDWXUHVDUH�HQKDQFHG�E\�WKH�FRPSDFW�VL]HV�DQG�ORZHU�SULFHV�RI�WKH�&)/��&RPSDUHG�WR�WKH�VWDQGDUGODPSV��WKH�VPDOO��PRGHUQ��DQG�FKHDS�&)/V�JLYH�HYHQ�EULJKWHU�ZKLWH�OLJKWV��7KXV��ZLWKWRGD\¶V�&)/V��EULJKWHU�OLJKW�FRPHV�LQ�FRPSDFW�DQG�FKHDS�
$QRWKHU�VHOOLQJ�SRLQW�RI�&)/V�LV�LWV�ORQJHU�ODPS�OLIH��)RU�KRXVHKROGV�WKDW�DUH�XVHG�WRVWDQGDUG�LQFDQGHVFHQW�ODPSV�WKDW�ODVW�IRU�VHYHUDO�PRQWKV��D�&)/�ODPS�WKDW�ODVWV�IRU�RQH�WRWZR�\HDUV�LV�GHILQLWHO\�D�SHUIRUPHU��0DQ\�KRXVHKROGV�H[SUHVVHG�VDWLVIDFWLRQ�RQ�&)/V�WKDWODVW�WKUHH�WR�IRXU�\HDUV��QRW�NQRZLQJ�WKDW�&)/V�LQ�LQGXVWULDO�FRXQWULHV�KDYH�³VWDQGDUG�OLYHV´RI�ILYH�WR�VL[�\HDUV�
$QRWKHU�UHDVRQ�LGHQWLILHG�E\�KRXVHKROGV�LV�FXULRVLW\��7KLV�UHDVRQ�LV�QRW�DVVRFLDWHG�ZLWK�WKHFRVW�DQG�SHUIRUPDQFH�FKDUDFWHULVWLFV�RI�&)/V��,W�LQGLFDWHV�WKH�)LOLSLQR�KRXVHKROGV¶SURSHQVLW\�WR�FKHFN�RXW�HPHUJLQJ�SURGXFWV��+RXVHKROGV�OLNH�WR�WHVW�WKH�HIILFLHQF\��EULJKWOLJKWLQJ��DQG�ORQJ�OLIH�RI�&)/V�
2WKHU�UHDVRQV�LGHQWLILHG�E\�KRXVHKROGV�LQFOXGH�FKHDSHU�ODPSV��HDV\�WR�LQVWDOO�ODPSV�DWWUDFWLYH�VKDSH��VSDFH�VDYHU��PRGHUQ�ODPSV��DQG�VDIHW\�
2Q�WKH�RWKHU�KDQG��KRXVHKROGV�WKDW�GLG�QRW�SXUFKDVH�DQ\�&)/�LQ�����������LGHQWLILHG�WKHIROORZLQJ�UHDVRQV�� 3UHVHQWO\�LQVWDOOHG�ODPSV�DUH�VWLOO�ZRUNLQJ�DQG�VDWLVIDFWRU\�� &)/V�DUH�H[SHQVLYH�DQG�HQWDLO�DGGLWLRQDO�H[SHQVHV�� /DFN�RI�NQRZOHGJH�RQ�&)/V�� &)/V�DUH�GLP�DQG�OHVV�EULJKW�� &)/V�DUH�QRW�UHDGLO\�DYDLODEOH�DQG�GR�QRW�ODVW�ORQJ�
$ERXW�KDOI�RI�WKH�KRXVHKROGV�WKDW�GLG�QRW�SXUFKDVH�&)/V�LQ�����������GLG�QRW�KDYH�DQ\FRPSODLQW�RU�DGYHUVH�FRPPHQW�RQ�&)/V��7KHVH�KRXVHKROGV�KDYH�OLJKWV�DQG�ODPSV�WKDW�DUHLQ�JRRG�RSHUDWLQJ�FRQGLWLRQ�DQG��KHQFH��QHHG�QHLWKHU�UHSODFHPHQW�QRU�UHWURILWWLQJ��0RUHRYHU�VRPH�RI�WKH�UHVSRQGHQWV�LQGLFDWHG�WKDW�WKH\�KDYH�VKLIWHG�WR�OLQHDU�IOXRUHVFHQW�ODPSV�LQVWHDGRI�LQFDQGHVFHQW�ODPSV�IRU�OLJKWLQJ�
%XW�WKH�RWKHU�KDOI�WKDW�GLG�QRW�SXUFKDVH�&)/V�SUHVHQW�PRUH�FKDOOHQJHV��7KHVH�KRXVHKROGVKDYH�XQIDYRUDEOH�H[SHULHQFHV�DQG�SHUFHSWLRQV�DERXW�&)/V��1RQHWKHOHVV��WKHUH�PD\�EH�DQHHG�IRU�DQ�LQIRUPDWLRQ�DQG�HGXFDWLRQ�FDPSDLJQ�WR�FODULI\�DQG�UHFWLI\�WKH�SUHVHQWSHUFHSWLRQV�RI�WKHVH�SURVSHFWLYH�KRXVHKROGV�



��

&XUUHQW�+RXVHKROG�3HUFHSWLRQV�RQ�&)/V7KH�UHVXOWV�RI�D�KRXVHKROG�VXUYH\�RI�&)/V�DUH�VXPPDUL]HG�LQ�7DEOH���DQG�GLVFXVVHG�EHORZ�
� 0DQ\�KRXVHKROGV�KDYH�SRVLWLYH�VHQWLPHQWV�RQ�WKH�SK\VLFDO�FKDUDFWHULVWLFV�RI�&)/V�$ERXW����SHUFHQW�RI�WKH�KRXVHKROG�VXUYH\�UHVSRQGHQWV�DJUHH�WKDW�&)/V�EULQJ�DERXWVXEVWDQWLDO�HQHUJ\�VDYLQJV�DQG�\LHOG�D�EULJKWHU�ZKLWH�OLJKW�FRPSDUHG�WR�WKH�VWDQGDUGODPSV��7KHVH�DUH�WKH�HVVHQWLDO�IHDWXUHV�RI�WKH�&)/V�

%HVLGHV�WKH�SULFHV��KRXVHKROG�FRQVXPHUV�ORRN�IRU�PHDVXUHV�WR�FRPSDUH�GLIIHUHQWOLJKWLQJ�SURGXFWV�DQG�EUDQGV��+RXVHKROGV�DVVRFLDWH�&)/V�ZLWK��DPRQJ�RWKHUV��WKHORZHU�ZDWWDJH�DQG�WKH�HTXLYDOHQW�QXPEHU�RI�ODPSV�ZKHQ�FRPSDUHG�ZLWK�VWDQGDUGODPSV�
7DEOH����+RXVHKROG�3HUFHSWLRQV�RQ�&)/V 3HUFHQWDJH�RI�5HVSRQGHQWV3HUFHSWLRQ 7UXH )DOVH 'RQ¶W�NQRZ&)/V�XVH�OHVV�HOHFWULFLW\�WKDQ�VWDQGDUG�ODPSV �� � ��&)/V�JLYH�D�EULJKWHU�OLJKW �� �� ��+LJK�HIILFLHQF\�ODPSV��&)/V��DUH�H[SHQVLYH �� �� ��&)/V�FRVW�WKH�VDPH�WR�RSHUDWH�DV�VWDQGDUG�EXOEV �� �� ��&)/V�DUH�QRW�ZRUWK�WKH�LQYHVWPHQW �� �� ��&)/V�DUH�EHWWHU�IRU�WKH�HQYLURQPHQW �� � ��&)/V�DUH�GDQJHURXV�WR�\RXU�KHDOWK � �� ��
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� +RXVHKROGV�KDYH�PL[HG�SHUFHSWLRQV�RQ�WKH�FRVW�DQG�LQYHVWPHQW�DVSHFWV�RI�&)/V��2QRQH�KDQG��VRPH�VHYHQ�RXW�RI�HYHU\����KRXVHKROGV�VWLOO�EHOLHYH�WKDW�&)/V�DUHH[SHQVLYH�YLV�j�YLV�WKH�LQFDQGHVFHQW�ODPSV��,Q�WKH�PLG�����V��&)/�FRVW�DERXW�3K3����RU�HLJKW�WR����WLPHV�WKH�SULFH�RI�DQ�LQFDQGHVFHQW�ODPS��7KH�'2(�DQG�:%�$67$(�UHSRUWV�FLWHG�WKH�KLJK�SULFHV�RI�&)/V�DV�D�PDMRU�GHWHUUHQW�WR�WKH�LQFUHDVH�LQ&)/�VDOHV��SDUWLFXODUO\�WR�WKH�PLGGOH��DQG�ORZ�LQFRPH�KRXVHKROGV�
2Q�WKH�RWKHU�KDQG��DERXW�WZR�RXW�RI�HYHU\�WKUHH�KRXVHKROGV�UHFRJQL]H�WKDW�&)/V�DQGLQFDQGHVFHQW�ODPSV�GR�QRW�KDYH�WKH�VDPH�RSHUDWLQJ�FRVWV��$V�LQGLFDWHG�HDUOLHU�PDQ\�KRXVHKROGV�EHOLHYH�WKDW�&)/V�XVH�OHVV�HOHFWULFLW\�WKDQ�WKH�LQFDQGHVFHQW�ODPSVGR��7KH�ORZ�RSHUDWLQJ�FRVWV�RI�&)/V�FDQ�FRPSHQVDWH�IRU�WKHLU�KLJK�LQLWLDO�FRVWV��7KXV�PDQ\�KRXVHKROGV�GLVDJUHH�WKDW�&)/V�DUH�QRW�ZRUWK�WKH�LQYHVWPHQW�

� %HVLGHV�WKH�FRVW�DQG�SHUIRUPDQFH�FKDUDFWHULVWLFV��&)/V�KDYH�RWKHU�JRRG�IHDWXUHVWKDW�FDQ�EH�OHYHUDJHG�WR�LQFUHDVH�LWV�PDUNHW�DWWUDFWLYHQHVV��)RU�LQVWDQFH��DERXW�WKUHHRXW�RI�HYHU\����KRXVHKROGV�DUH�QRW�DZDUH�RI�WKH�&)/�EHQHILWV�WR�KHDOWK�DQGHQYLURQPHQW��%HFDXVH�RI�HQHUJ\�HIILFLHQF\��&)/V�KHOS�UHGXFH�HQHUJ\�DQG�SRZHUFRQVXPSWLRQ��+HQFH��&)/�XVDJH�FRQWULEXWHV�LQ�UHGXFLQJ�WKH�GHSOHWLRQ�RI�HQHUJ\UHVRXUFHV�DQG�VORZLQJ�GRZQ�KHDW�ORVVHV�WR�WKH�HQYLURQPHQW�
7RGD\��PDQ\�FRPSDQLHV�DQG�RUJDQL]DWLRQV�JR�EH\RQG�WKHLU�SURILW�PRWLYHV�DQGLQFRUSRUDWH�SURJUDPV�WKDW�DGGUHVV�VRFLDO��HFRQRPLF�DQG�JOREDO�FRQFHUQV��0DUNHWVWXGLHV�LQGLFDWH�WKDW�FXVWRPHUV�DUH�ZLOOLQJ�WR�SD\�PRUH�IRU�SURGXFWV�DQG�VHUYLFHV�WKDWFRQWULEXWH�WR�EURDGHU�HFRQRPLF��HQYLURQPHQWDO��DQG�VRFLR�FXOWXUDO�FRQFHUQV�0RUHRYHU��FRUSRUDWLRQV�DQG�RUJDQL]DWLRQV�DGRSW�FDXVH�UHODWHG�PDUNHWLQJ��&50��WRHQKDQFH�WKH�YDOXH�RI�WKHLU�EUDQGV�DQG�SURGXFWV��7KH�HQHUJ\�HIILFLHQW�&)/V�FDQ�DGRSW&50�DQG�KLJKOLJKW�WKHLU�FRQWULEXWLRQV�WR�KHDOWK�DQG�HQYLURQPHQW�



��

7KH�KRXVHKROGV¶�SHUFHSWLRQ�RQ�H[SHQVLYH�&)/V�LV�EHLQJ�WHPSHUHG�E\�WKH�HPHUJHQFH�RIORZ�FRVW�&)/V�LQ�UHFHQW�\HDUV��7KH�FKHDS�&)/V�LQ�WKH�PDUNHW�WRGD\�UHVXOW�SULPDULO\�IURPLPSRUWHG�&)/V��/LJKWLQJ�SURGXFW�LPSRUWV��LQFOXGLQJ�&)/V��GRXEOHG�IURP�����PLOOLRQ�LQ�����WR�����PLOOLRQ�LQ������EHIRUH�GURSSLQJ�WR�����PLOOLRQ�LQ�������7KH�IDVW�JURZWK�FDPH�IURPVWUDLJKW�IOXRUHVFHQW�ODPSV��ZKLFK�LQFUHDVHG�E\�IRXU�IROGV�LQ�ILYH�\HDUV��DQG�SDUWV�RI�HOHFWULFODPSV��ZKLFK�VXUJHG�WR�����PLOOLRQ�LQ�������7KH�FRXQWU\¶V�OLJKWLQJ�SURGXFWV�FDPH�SULPDULO\IURP�&KLQD��VHH�&KDUW����
&KDUW����,PSRUW�RI�/DPSV�DQG�/LJKWLQJ�3URGXFWV��86��0LOOLRQV


� (67,0$7(6

%$6,&�'$7$��1$7,21$/�67$7,67,&6�2)),&(
&KHDS�&)/�LPSRUWV��LQ�WXUQ��VWHP�SDUWO\�IURP�WKH�GHYHORSPHQW�RI�HOHFWURQLF�&)/V�DQG�SDUWO\IURP�WKH�ODERU�ULFK�GHYHORSLQJ�$VLDQ�FRXQWULHV�OLNH�,QGRQHVLD�DQG�&KLQD��%HFDXVH�RI�WKHLUDEXQGDQW�DQG�ORZ�FRVW�ZRUNHUV��,QGRQHVLD�DQG�&KLQD�DUH�YHU\�FRPSHWLWLYH�SURGXFWLRQORFDWLRQV�IRU�ODERU�LQWHQVLYH��ORZ�WHFKQRORJ\�PDQXIDFWXUHV��LQFOXGLQJ�JDUPHQWV��HOHFWURQLFVDQG�OLJKWLQJ�SURGXFWV��2WKHU�GHYHORSLQJ�FRXQWULHV�OLNH�WKH�3KLOLSSLQHV�FDQ�WDNH�DGYDQWDJH�RIORZ�FRVW�PDQXIDFWXUHG�LPSRUWV�IURP�WKHVH�FRXQWULHV�
,Q�������WKH�PDQXIDFWXUHU�RI�WKH�SRSXODU�3KLOLSV�OLJKWLQJ�SURGXFWV�FORVHG�LWV�ORFDO�SODQW�DQGIRFXVHG�RQ�GLVWULEXWLQJ�LPSRUWHG�&)/�DQG�OLJKWLQJ�SURGXFWV�WR�WKH�ORFDO�PDUNHW��,Q�UHVSRQVHWR�UHJLRQDO�DQG�JOREDO�LQYHVWPHQW�DQG�WUDGH�DUUDQJHPHQWV��PXOWLQDWLRQDO�ILUPV�DUH�QRZFRQVROLGDWLQJ�DQG�UDWLRQDOL]LQJ�WKHLU�RSHUDWLRQV�LQ�WKH�$VLDQ�UHJLRQ�
7KH�&)/�LPSRUWV�EULQJ�DERXW�ERWK�EHQHILWV�DQG�ULVNV�WR�WKH�ORFDO�PDUNHW��2Q�RQH�KDQG��WKHPLGGOH��DQG�ORZ�LQFRPH�KRXVHKROGV�JDLQ�DFFHVV�WR�YDULRXV�&)/�SURGXFWV��LQFOXGLQJ�WKHDIIRUGDEOH�RU�ORZ�FRVW�YDULDQWV��2Q�WKH�RWKHU�KDQG��EHFDXVH�RI�WKH�SUROLIHUDWLRQ�RI�ORZ�FRVW&)/�LPSRUWV��WKH�KRXVHKROGV�IDFH�JUHDWHU�ULVNV�RI�JHWWLQJ�ORZ�TXDOLW\�DQG�XQUHOLDEOH�&)/SURGXFWV�
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3DUWV�RI�HOHFWULF�ODPSV2WKHU�YDSRU�	�GLVFKDUJH�ODPSV&LUFXODU�IOXRUHVFHQW�ODPSV6WUDLJKW�IOXRUHVFHQW�ODPSV)LODPHQW�ODPSV
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0RVW�RI�WKH�&)/V�LQ�WKH�ORFDO�PDUNHW�DUH�LPSRUWHG��SULPDULO\�IURP�ORZ�FRVW�$VLDQ�SURGXFHUV�7KH�*RYHUQPHQW��WKURXJK�WKH�'HSDUWPHQW�RI�7UDGH�DQG�,QGXVWU\��'7,��LVVXHV�FOHDUDQFHV�WRSURVSHFWLYH�LPSRUWHUV�WR�HQVXUH�WKH�HQWU\�DQG�GLVWULEXWLRQ�RI�VDIH�DQG�TXDOLW\�JRRGV�LQWR�WKHORFDO�PDUNHW�
$FFRUGLQJ�WR�RIILFLDO�WUDGH�SXEOLFDWLRQV��WKHUH�DUH����WUDGHUV�JUDQWHG�,PSRUW�&RPPRGLW\&OHDUDQFHV��,&&V��IRU�&)/�LPSRUWV�LQ������DQG�������VHH�7DEOH�����,QWHUHVWLQJO\��LQ�DVXUYH\��KRXVHKROGV�LGHQWLILHG�PRUH�WKDQ����&)/�EUDQGV�RIIHUHG�LQ�WKH�ORFDO�PDUNHW��7KHILJXUHV�LQGLFDWH�WKDW�LPSRUWHUV�RI�DW�OHDVW����&)/�EUDQGV�KDYH�QRW�\HW�UHFHLYHG�WKHLU�,&&V�2U�ZRUVH��VRPH�&)/�LPSRUWHUV�ZKR�ZHUH�QRW�JUDQWHG�,&&V�IRU�IDLOXUH�WR�PHHW�WKH�SURGXFWVDIHW\�DQG�TXDOLW\�UHTXLUHPHQWV�PD\�EH�SHGGOLQJ�WKHLU�XQUHOLDEOH�DQG�VXE�VWDQGDUG�&)/V�LQWKH�ORFDO�PDUNHW��%DVHG�RQ�D�KRXVHKROG�VXUYH\��FORVH�WR�RQH�PLOOLRQ�XQLWV�RU����SHUFHQW�RIWKH�WRWDO�YROXPH�&)/V�SXUFKDVHG�E\�0HWUR�0DQLOD�KRXVHKROGV�LQ������PD\�QRW�KDYH�WKH,&&V�
7DEOH����&)/�,PSRUWHUV�*UDQWHG�ZLWK�,&&V�LQ������DQG�����&RPSDQ\ %UDQG
$FWLRQ�6HPLFRQGXFWRU��$VLD��&RUS� &HQWUH%HTXLOOR�0DUNHWLQJ 3ROOX['pFRU�&RQWHPSRUDU\ &HQWXU\�(XUROX[(VTXLUH�'HYHORSPHQW 0HJDPDQ*HQHUDO�(OHFWULF�3KLO���,QF� *(*LYRU\�(OHFWULFDO�6XSSO\ *(6*UHDW�0�(QWHUSULVHV 6XQOLJKW�����/*�7UDGLQJ 6((1DQ\DQJ�+RQJML�,QG
O�&RUS� 07$1HZ�0LOOHQQLXP�(QWHUSULVHV /LEHUW\2VUDP 2VUDP3KLOLSV�,QWHUQDWLRQDO�	�/LJKWLQJ 3KLOLSV3LORW�0DUNHWLQJ�	�'HYHORSPHQW�&RUS� -LDGLDQ5LFKPDUVK�,QGXVWULDO�7UDGH�&RUS� )X]H��%H\RQG�6ZLWFK�6DOHV�,QF� 3ROOX[<DWDL�,QWHUQDWLRQDO�&RUS� 0D[OLWH<DWDL�,QWHUQDWLRQDO�&RUS� 2PQL<HN�<XH�0HUFKDQGLVLQJ��,QF� 1DWLRQDO
%$6,&�'$7$��'7,�
7KH�LVVXH�IDFLQJ�WKH�LQGXVWU\�VKLIWV�IURP�WKH�KLJK�SULFHV�RI�&)/V�WR�WKH�DYDLODELOLW\�RI�TXDOLW\&)/V�DW�FRPSHWLWLYH�RU�IDLU�SULFHV��:LWK�D�P\ULDG�RI�&)/V�QRW�FDUU\LQJ�,&&�ODEHOV�KRXVHKROGV�DUH�YXOQHUDEOH�WR�IDNH��VXEVWDQGDUG��DQG�XQUHOLDEOH�&)/V��:KLOH�WKH\�UHDGLO\�JHWDFFHVV�WR�FKHDS�&)/V��KRXVHKROGV�PD\�QRW�DOZD\V�JHW�WKH�H[SHFWHG�TXDOLW\��XWLOLW\��RU�YDOXHIRU�WKHLU�PRQH\��+HQFH��LW�ZLOO�EH�YHU\�KHOSIXO�IRU�ERWK�*RYHUQPHQW�DQG�QRQ�JRYHUQPHQWRUJDQL]DWLRQV��1*2V��WR�LPSURYH�RU�GHYHORS�EHWWHU�PHFKDQLVPV�WKDW�ZLOO�SURWHFW�KRXVHKROGVIURP�XQVFUXSXORXV�WUDGHUV��0RUHRYHU��WKH\�QHHG�SURJUDPV�WKDW�ZLOO�SURYLGH�UHOLDEOHLQIRUPDWLRQ�WR�KRXVHKROGV�VR�WKH\�FDQ�EX\�WKH�ULJKW�&)/V�DW�WKH�ULJKW�SULFHV�
7KH�GHFLVLRQ�WR�LQYHVW�LQ�&)/V�FRQVLGHUV��DPRQJ�RWKHUV��WKH�UHODWLYH�SULFHV�DQG�RSHUDWLQJFRVWV�RI�&)/V�DQG�VWDQGDUG�ODPSV��5HFHQW�SULFH�DQG�FRVW�WUHQGV�IDYRU�&)/V�RYHU�WKHVWDQGDUG�ODPSV��6SHFLILFDOO\��WKH�VXUJH�LQ�&)/�LPSRUWV�DQG�VXEVHTXHQW�SUROLIHUDWLRQ�RI�ORZ�FRVW�&)/V�LQ�WKH�PDUNHW�EULQJ�WR�IRUH�WKH�ORZ�FRVW�RSHUDWLRQ�DQG�PDLQWHQDQFH�RI�&)/V��$V&)/�SULFHV�GHFOLQH�DQG�EHFRPH�FRPSDUDEOH�ZLWK�WKRVH�RI�VWDQGDUG�ODPSV��KRXVHKROGVUHDGLO\�VHH�WKH�DWWUDFWLYHQHVV���HIILFLHQF\�RU�ORZ�PDLQWHQDQFH�FRVW���RI�&)/V�
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'LVWULEXWLRQ�DQG�8VDJH�RI�&)/V,Q�UHFHQW�\HDUV��)LOLSLQR�KRXVHKROGV�XVH�D�PL[�RI�&)/V��IOXRUHVFHQW��DQG�LQFDQGHVFHQWODPSV�IRU�OLJKWLQJ��,Q�0HWUR�0DQLOD��PRVW�RI�WKH�KRXVHKROGV�XVH�IOXRUHVFHQW�ODPSV�DQG�WZR�WKLUGV�RI�WKH�KRXVHKROGV�KDYH�LQFDQGHVFHQW�ODPSV��+RZHYHU��YHU\�PXFK�XQOLNH�WKH�PLG�����V�ZKHQ�RQO\�DERXW�ILYH�WR�HLJKW�SHUFHQW�RI�WKH�KRXVHKROGV�RZQHG�&)/V��WKHUH�DUH�WRGD\DOPRVW�DV�PDQ\�&)/�XVHUV�DV�LQFDQGHVFHQW�ODPS�XVHUV�DPRQJ�0HWUR�0DQLOD�KRXVHKROGV�,QGHHG��WKH�&)/�XVDJH�LQFUHDVHG�GUDPDWLFDOO\�DQG�&)/�EHFDPH�D�FRPPRQ�IL[WXUH�LQ�0HWUR0DQLOD�KRPHV��VHH�&KDUW�����
&KDUW�����'LVWULEXWLRQ�DQG�8VDJH�RI�/LJKWLQJ�3URGXFWV�E\�$UHD������

6285&(��$$�6859(<�$1'�$1$/<6,6
2XWVLGH�RI�0HWUR�0DQLOD��WKH�FLWLHV�RI�&HEX�DQG�&DJD\DQ�GH�2UR��&'2��VKRZHG�PRUHLPSUHVVLYH�&)/�JURZWK��7KHVH�FLWLHV�KDYH�KLJKHU�OHYHOV�RI�&)/�SHQHWUDWLRQV��L�H���WKHSHUFHQWDJHV�RI�WRWDO�KRXVHKROGV�WKDW�DUH�XVLQJ�&)/V��WKDQ�0HWUR�0DQLOD�KDV��,Q�DGGLWLRQ�WKHVH�FLWLHV�KDYH�PRUH�&)/�XVHUV�WKDQ�LQFDQGHVFHQW�ODPS�XVHUV�
,Q�FRQWUDVW��&DODEDU]RQ��VWLOO�KDV�PRUH�LQFDQGHVFHQW�ODPS�XVHUV�WKDQ�HLWKHU�&)/�RUIOXRUHVFHQW�ODPS�XVHUV��&DODEDU]RQ�LV�D�IDVW�JURZLQJ�VXEXUEDQ�UHJLRQ�VRXWK�RI�0HWUR�0DQLODDQG�KRVW�WR�D JURZLQJ�QXPEHU�RI�LQGXVWULDO�DQG�UHVLGHQWLDO�FRPPXQLWLHV�
7RGD\��0HWUR�0DQLOD�KRXVHKROGV�KDYH�PRUH�&)/V�WKDQ�HLWKHU�LQFDQGHVFHQW�RU�IOXRUHVFHQWODPSV��2Q�WKH�DYHUDJH��D�0HWUR�0DQLOD�KRXVHKROG�KDV�����&)/V������LQFDQGHVFHQW�ODPSV�DQG�����IOXRUHVFHQW�ODPSV��$�VLPLODU�SDWWHUQ�LV�VHHQ�LQ�WKH�RWKHU�DUHDV�
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,QGHHG��WKH�ORFDO�&)/�PDUNHW�KDV�HYROYHG�GUDPDWLFDOO\�LQ�WKH�ODVW�ILYH�\HDUV��,Q�WKH�XUEDQDUHDV��WKH�&)/�XVHUV�DOUHDG\�RXWQXPEHU�WKH�LQFDQGHVFHQW�ODPS�XVHUV��%XW�WKHUH�DUH�VWLOOJURZWK�RSSRUWXQLWLHV�LQ�OHVV�XUEDQ�DUHDV�OLNH�&DODEDU]RQ�ZKHUH�WKHUH�DUH�PDQ\�PRUHLQFDQGHVFHQW�ODPS�XVHUV�
(/,�4XDOLILHG�&)/V,Q�WKH�3KLOLSSLQH�PDUNHW��WKH�HDUO\�(/,�TXDOLILHUV�DUH�WKH�2VUDP�'X�/X[ PRGHOV��WKH�3KLOLSV(FRWRQH PRGHOV��DQG�WKH�0D[OLWH�&)/�PRGHOV��2WKHU�PDQXIDFWXUHUV�DQG�GLVWULEXWRUV�RI�&)/SURGXFWV�KDYH�DSSOLHG�IRU�DQG�DUH�DZDLWLQJ�UHVXOWV�RI�WKHLU�(/,�TXDOLILFDWLRQ�
(/,�KDV�VHW�VWULQJHQW�WHFKQLFDO�VSHFLILFDWLRQV�IRU�SURGXFWV�WKDW�ZLOO�FDUU\�WKH�(/,�4XDOLW\0DUN²WKH�KLJKHVW�V\PERO�RI�TXDOLW\�IRU�HQHUJ\�HIILFLHQW�SURGXFWV��1RW�DOO�RI�WKH�&)/�PRGHOVRIIHUHG�E\�SRSXODU�EUDQGV�PHHW�WKH�(/,�UHTXLUHPHQWV��*(�DQG�3KLOLSV�ODXQFKHG�LQ������WKH(FRQRPLVHU DQG�(VVHQWLDO�PRGHOV�LQ�WKH�ORFDO�PDUNHW��:KLOH�WKH\�IDOO�VKRUW�RI�WKH�(/,UHTXLUHPHQWV�EHFDXVH�RI�WKHLU�VKRUWHU�ODPS�OLYHV��(FRQRPLVHU DQG�(VVHQWLDO &)/V�GUHZ�WKHDWWHQWLRQ�RI�WKH�KRXVHKROG�PDUNHW�DQG�JDLQHG�PDUNHW�VKDUHV�
6LPLODUO\��PDQ\�RI�WKH�&)/V�RIIHUHG�LQ�WKH�ORFDO�PDUNHW�IDOO�VKRUW�RI�WKH�VWULQJHQW�(/,�TXDOLW\UHTXLUHPHQWV��3DUWLDO�UHVXOWV�RI�D�VWXG\�LQGLFDWHG�WKDW�PDQ\�&)/�PRGHOV�GHFOLQH�LQ�OXPHQPDLQWHQDQFH�DQG�HYHQ�FHDVH�WR�OLJKW�XS�DIWHU������KRXUV�RI�RSHUDWLRQ��%HFDXVH�RI�WKHVWULQJHQW�UHTXLUHPHQWV�DQG�WKH�KLJK�FRVW�WR�PHHW�WKHVH�UHTXLUHPHQWV��RQO\�DERXW�WHQ�WRIRXUWHHQ�SHUFHQW�RI�WKH�&)/V�SXUFKDVHG�E\�KRXVHKROGV�XS�WR�WKH�ILUVW�VHPHVWHU�RI������DUH(/,�TXDOLILHG�
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(QHUJ\�(IILFLHQF\�0DQGDWHV�DQG�&)/V2YHU�KDOI�RI�WKH�FRXQWU\¶V�ODUJH�ILUPV�LQGLFDWH�WKH\�KDYH�RSHUDWLRQDO�PDQGDWHV�WR�UHGXFHHQHUJ\�RSHUDWLQJ�FRVWV�WKURXJK�HQHUJ\�HIILFLHQF\��2YHU�RQH�WKLUG�RI�WKH�ILUPV�KDYH�QHLWKHUWKH�PDQGDWH�QRU�SHRSOH�WR�FDUU\�RXW�HQHUJ\�HIILFLHQF\�SURJUDPV�
3KLOLSSLQH�HQWHUSULVHV�UHIHU�WR�WZR�JHQHUDO�PDQGDWHV�RQ�HQHUJ\�HIILFLHQF\��7KH�SRSXODUPDQGDWH�LV�WXUQLQJ�RII�OLJKWV�WKDW�DUH�QRW�LQ�XVH��2YHU�RQH�WKLUG�RI�WKH�ODUJH�ILUPV�DGRSW�WKLVSUDFWLFH��VHH�&KDUW�����IRU�HQHUJ\�HIILFLHQF\��$QRWKHU�SRSXODU�DQG�UHODWHG�PDQGDWH�LVHQHUJ\�FRQVHUYDWLRQ��ZKLFK�ZDV�VWDUWHG�GXULQJ�WKH�FRXQWU\¶V�RLO�DQG�SRZHU�FULVHV��$�VPDOOSHUFHQWDJH�RI�ODUJH�ILUPV�LGHQWLILHG�WKH�LPSURYHPHQW�RI�WKH�RUJDQL]DWLRQ¶V�SRZHU�IDFWRU����SHUFHQW��DQG�WKH�XVH�RI�HQHUJ\�HIILFLHQW�ODPSV�DQG�IL[WXUHV����SHUFHQW���7KH�ODVW�WZR�DUHDVVRFLDWHG�ZLWK�WKH�ODUJH�ILUPV¶�XVH�RI�IOXRUHVFHQW�ODPSV��EDOODVWV��DQG�RWKHU�OLJKWLQJSURGXFWV�
0DQ\�RI�WKH�ODUJH�3KLOLSSLQH�ILUPV�DUH�DZDUH�RI�HQHUJ\�HIILFLHQF\�OLJKWLQJ�FRQFHSWV��/DUJH�ILUPVFDQ�KDYH�VHYHUDO�HQHUJ\�HIILFLHQW�OLJKWLQJ�SUDFWLFHV��+DOI�RI�WKH�FRXQWU\¶V�FRPPHUFLDO�DQGLQGXVWULDO�ILUPV�ZLWK�HQHUJ\�HIILFLHQF\�PDQGDWHV�DVVRFLDWH�HQHUJ\�HIILFLHQW�OLJKWLQJ�ZLWKVKLIWLQJ�RU�XSJUDGLQJ�WR�PRUH�HIILFLHQW�ODPSV�DQG�IL[WXUHV��VHH�&KDUW�����
&KDUW�����6HOHFWHG�(QHUJ\�(IILFLHQF\�0DQGDWHV�RI�3KLOLSSLQH�)LUPV

6285&(��$$�6859(<�$1'�$1$/<6,6
&KDUW�����(OHPHQWV�RI�(QHUJ\�(IILFLHQW�/LJKWLQJ

6285&(��$$�6859(<�$1'�$1$/<6,6
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7XUQ�RII�OLJKWV�ZKHQ�QRW�LQ�XVH�,PSOHPHQW�HQHUJ\�FRQVHUYDWLRQ�SURJUDP

,PSURYH�SRZHU�IDFWRU�8VH�HQHUJ\�HIILFLHQW�ODPSV�DQG�IL[WXUHV�,PSOHPHQW�3RZHU�6DYHU�3URJUDP�0RQLWRU�OLJKWLQJ�DQG�HOHFWULF�IDFLOLWLHV�
8VH�JHQHUDWRU�VHW�

6HOHFWHG�(QHUJ\�(IILFLHQF\�0DQGDWHV�RI�3KLOLSSLQH�)LUPV�

7LPHV�FLWHG����
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6KLIWLQJ��XSJUDGLQJ�WR�HIILFLHQW�ODPSV�DQG�IL[WXUHV�6ZLWFKLQJ�RII�OLJKWV�ZKHQ�QRW�QHHGHG�,PSOHPHQW�,62�������0DLQWHQDQFH�RI�OLJKWLQJ�V\VWHPV�5HJXODU�LQVSHFWLRQ�RI�OLJKWLQJ�V\VWHPV2WKHUV

(OHPHQWV�RI�(QHUJ\�(IILFLHQF\�/LJKWLQJ
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+RXVHKROGV�LPSURYH�OLJKWLQJ�HIILFLHQF\�E\�VKLIWLQJ�WR�IOXRUHVFHQW�ODPSV�DQG�&)/V��%\FRQWUDVW��WKH�ODUJH�ILUPV�KDYH�OLJKWLQJ�V\VWHPV�WKDW�LQFOXGH�KXQGUHGV�RI�ODPSV�DQG�RWKHUOLJKWLQJ�SURGXFWV�VXFK�DV�EDOODVWV�DQG�OXPLQDLUHV��7KXV��ODUJH�ILUPV�JR�EH\RQG�VLPSOHUHSODFHPHQW�RI�ROG�ODPSV�ZLWK�QHZ�DQG�HIILFLHQW�ODPSV��6RPH�ODUJH�ILUPV�FKDQJH�WKHLUIOXRUHVFHQW�ODPSV��WKH�PRVW�SRSXODU�OLJKWLQJ�WHFKQRORJ\�IRU�FRPPHUFLDO�DQG�LQGXVWULDOOLJKWLQJ��IURP�WKH�SUH�KHDW�WR�WKH�UDSLG�VWDUW�RU�LQVWDQW�VWDUW�ODPS�W\SHV��DQG�IURP�WKH�ZLGH7���WXEH�WR�WKH�QDUURZ�7��WXEH�PRGHOV��WKH�QDUURZHU�7��WXEH�PRGHOV�DUH�VWLOO�DW�WKHH[SHULPHQWDO�VWDJH���6LPLODUO\��VRPH�ODUJH�ILUPV�FKDQJH�IURP�HOHFWURPDJQHWLF�WR�HOHFWURQLFEDOODVWV�WR�LPSURYH�RQ�WKH�SRZHU�IDFWRUV�RI�WKH�OLJKWLQJ�V\VWHPV��2WKHU�ODUJH�ILUPV�SDUWLFXODUO\�WKRVH�LQ�PRGHUQ�FRPPHUFLDO�EXLOGLQJV��XVH�OXPLQDLUHV�IRU�OLJKWLQJ�DSSOLFDWLRQV�
:KLOH�WKH\�KDYH�YDULRXV�ZD\V�WR�LPSURYH�WKHLU�OLJKWLQJ�HIILFLHQFLHV��IHZ�ODUJH�ILUPV�UHWURILWDQG�UHQRYDWH�WKHLU�FXUUHQW�V\VWHPV�ZLWK�HIILFLHQW�SURGXFWV�HYHQ�EHIRUH�WKH�FXUUHQW�V\VWHPVFRPSOHWH�WKHLU�XVHIXO�OLYHV�
2QH�WKLUG�RI�WKH�ILUPV�LGHQWLI\�WKH�SUDFWLFH�RI�VZLWFKLQJ�RII�OLJKWV�WKDW�DUH�QRW�LQ�XVH��$�VPDOOSHUFHQWDJH�RI�WKH�ILUPV�LGHQWLI\�WKH�LPSOHPHQWDWLRQ�RI�,62�������DV�ZHOO�DV�WKH�UHJXODULQVSHFWLRQ�DQG�PDLQWHQDQFH�RI�OLJKWLQJ�V\VWHPV��+HQFH��WKHUH�DUH�VWLOO�RSSRUWXQLWLHV�IRULPSURYLQJ�HQHUJ\�HIILFLHQF\�DPRQJ�3KLOLSSLQH�ILUPV�WKURXJK�WKH�DSSUHFLDWLRQ�RI�DQG�SUDFWLFHRI�HQHUJ\�HIILFLHQW�V\VWHPV�
(IILFLHQW�/DPSV�IRU�5HSODFHPHQW�DQG�5HWURILWWLQJ0DMRULW\�RI�WKH�ODUJH�ILUPV�FRQVLGHU�HQHUJ\�HIILFLHQF\�DV�D�FULWHULRQ�LQ�WKH�VSHFLILFDWLRQV�IRUUHSODFLQJ�ROG�DQG�XVHG�ODPSV�DQG�OLJKWLQJ�IL[WXUHV��7KHVH�VSHFLILFDWLRQV�LQFOXGH��DPRQJRWKHUV��WKH�IROORZLQJ�i 8VH�HIILFLHQW�IOXRUHVFHQW�ODPSV�EHFDXVH�RI�WKHLU�ORZHU�FRQVXPSWLRQi 8VH�KLJK�SRZHU�HOHFWURQLF�EDOODVWV�LQ�SODFH�RI�HOHFWURPDJQHWLF�EDOODVWV�IRU�ORZHUHQHUJ\�FRQVXPSWLRQi 8VH�IOXRUHVFHQW�ODPSV�ZLWK�ORZ�ZDWWDJH�LQ�SODFH�RI�LQFDQGHVFHQW�ODPSVi 8VH�&)/V�ZLWK�ORZ�ZDWWDJH�LQ�SODFH�RI�LQFDQGHVFHQW�ODPSVi 8VH�&)/V�LQ�SODFH�RI�OLQHDU�IOXRUHVFHQW�ODPSVi 8VH�ODPSV�WKDW�ODVW�ORQJHU��L�H���RYHU���\HDUV
)URP�WKH�VSHFLILFDWLRQV��ODUJH�ILUPV�LQGLFDWH�D�VWURQJ�SUHIHUHQFH�IRU�IOXRUHVFHQW�ODPSV�DQGKLJK�SRZHU�HOHFWURQLF�EDOODVWV�WR�DFKLHYH�HQHUJ\�HIILFLHQF\��6RPH�ODUJH�ILUPV�DOVR�LQGLFDWHWKH�XVH�RI�&)/V�RYHU�LQFDQGHVFHQW�ODPSV�DQG�RYHU�IOXRUHVFHQW�ODPSV�
,Q�FRQWUDVW��WKHUH�DUH�ODUJH�ILUPV�WKDW�GR�QRW�FRQVLGHU�HQHUJ\�HIILFLHQF\�DV�D�FULWHULRQ�LQSXUFKDVLQJ�QHZ�UHSODFHPHQW�ODPSV��7KHVH�ILUPV�SXUFKDVH�HLWKHU�WKH�FKHDSHVW�ODPSDYDLODEOH�LQ�WKH�PDUNHW�RU�H[DFWO\�WKH�VDPH�W\SH�RI�ODPS�WKDW�ZLOO�EH�UHSODFHG��7KLV�LV�SDUWO\WR�DYRLG�PLVPDWFKHV�EHWZHHQ�GLIIHUHQW�W\SHV�RI�IOXRUHVFHQW�ODPSV�DQG�EDOODVWV���7KH�QHZHOHFWURQLF�EDOODVWV�VXSSRUW�LQVWDQW�VWDUW�ODPSV�EXW�QRW�WKH�SUHKHDW�DQG�UDSLG�VWDUW�ODPSV��7KHROG�HOHFWURPDJQHWLF�EDOODVWV�VXSSRUW�SUH�KHDW�DQG�UDSLG�VWDUW�ODPSV�EXW�QRW�WKH�LQVWDQW�VWDUWODPSV��
0RUH�LPSRUWDQWO\��WKHUH�DUH�ILUPV�WKDW�FDQQRW�VHH�WKH�SRWHQWLDO�VDYLQJV�IURP�WKH�XVH�RIHQHUJ\�HIILFLHQW�OLJKWLQJ�SURGXFWV��5DWKHU�WKDQ�FKHFNLQJ�WKH�SRWHQWLDO�VDYLQJV��ILUPVLPPHGLDWHO\�VHH�WKH�KLJK�LQLWLDO�FRVW�RI�HQHUJ\�HIILFLHQW�&)/V��IOXRUHVFHQW�ODPSV��DQG�KLJKSRZHU�IDFWRU�HOHFWURQLF�EDOODVWV��7KLV�LV�LQGLFDWHG�E\�WKH�ELJ�SHUFHQWDJH�RI�ILUPV�WKDW�QHLWKHUUHSODFH�QRU�UHWURILW�WKHLU�OLJKWLQJ�V\VWHPV�ZLWK�HQHUJ\�HIILFLHQW�OLJKWLQJ�SURGXFWV�
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� � �� �� �� �� �� �� �� �� ��
:RUNHUV�FRPIRUW�

5HGXFHG�HOHFWULFLW\RSHUDWLQJ�FRVWV
0HHWLQJ�,(6��LQGXVWU\OLJKWLQJ�OHYHOV�

6WDQGDUG�SUDFWLFH�EDVHGRQ�SUHYLRXV�SXUFKDVHV
%UDQG�QDPH

,PSRUWDQW�)DFWRUV�,QIOXHQFLQJ�6SHFLILFDWLRQV�RI�/LJKWLQJ�3URGXFWV

0RVW�,PSRUWDQW�9RWHV�
��������
����
����
����
UQ
FLDO�DQG�LQGXVWULDOW���+,'�ODPSV����SHUFHQW��



��

7DEOH����&RPPHUFLDO�DQG�,QGXVWULDO�3XUFKDVHV�RI�/LJKWLQJ�3URGXFWV������
/LJKWLQJ�7HFKQRORJ\�8VHG

)OXRUHVFHQW ,QFDQGHVFHQW &)/V3XUFKDVHUV��DV���RI�DOO�ILUPV �� �� ��$YHUDJH�QXPEHU�RI�ODPSV�SXUFKDVHG ��� ��� ��6285&(��$$�6859(<�$1'�$1$/<6,6
0HWUR�0DQLOD�LV�WKH�FHQWHU�RI�FRPPHUFLDO�DQG�LQGXVWULDO�DFWLYLWLHV�LQ�WKH�FRXQWU\��0HUDOFR��WKHGRPLQDQW�GLVWULEXWRU�LQ�WKH�FRXQWU\��VHUYHV�DERXW�����WKRXVDQG�FRPPHUFLDO�HVWDEOLVKPHQWVDQG����WKRXVDQG�LQGXVWULDO�HVWDEOLVKPHQWV�LQ�0HWUR�0DQLOD�DQG�LWV�VXUURXQGLQJ�SURYLQFHV�7KHVH�HVWDEOLVKPHQWV�DFFRXQW�IRU�RYHU�ILYH�PLOOLRQ�ODPSV�RU����SHUFHQW�RI�WKH�WRWDO�IOXRUHVFHQWODPS�VDOHV�LQ�WKH�FRXQWU\��7KH�7���ODPSV�DUH�VWLOO�SUHYDOHQW�ZLWK�DW�OHDVW����SHUFHQW�RI�WKHPDUNHW�DOWKRXJK�WKH�QHZ�7�V�DUH�JDLQLQJ�DFFHSWDELOLW\�LQ�WKH�PDUNHW��0RUHRYHU�HOHFWURPDJQHWLF�EDOODVWV�SUHGRPLQDWH�RYHU�WKH�QHZ�EXW�H[SHQVLYH�HOHFWURQLF�EDOODVWV�LQ�WKHORFDO�PDUNHW�
,QIRUPDWLRQ�DQG�(GXFDWLRQ�&DPSDLJQV�RQ�(QHUJ\�(IILFLHQF\7KH�SULPDU\�VRXUFHV�RI�DZDUHQHVV�RQ�OLJKWLQJ�SURGXFWV�DUH�WKH�EURDGFDVW�DQG�SULQW�PHGLDDGYHUWLVHPHQWV��DQG�GLUHFW�PDUNHWLQJ��2YHU�KDOI�RI�WKH�FRPPHUFLDO�DQG�LQGXVWULDO�ILUPV�JHWLQIRUPDWLRQ�RQ�OLJKWLQJ�SURGXFWV�IURP�WKHVH�DJHQWV��7KH�RWKHU�VRXUFHV�RI�LQIRUPDWLRQ�DUHVXSSOLHUV�DQG�VDOHV�UHSUHVHQWDWLYHV��WUDGH�VKRZV�DQG�FRQIHUHQFHV��DQG�WKH�HOHFWULFDOKDUGZDUH�VWRUHV�
0DQ\�FRUSRUDWLRQV�DUH�QRW�DZDUH�RI�HQHUJ\�HIILFLHQF\�SURJUDPV�FDUULHG�RXW�E\�WKH*RYHUQPHQW��WKH�XWLOLWLHV��DQG�QRQ�JRYHUQPHQW�RUJDQL]DWLRQV��1*2V���$PRQJ�WKH�ILUPV�WKDWDUH�DZDUH��IHZ�DUH�DEOH�WR�SDUWLFLSDWH�LQ�WKH�SURJUDPV��,Q�D�VXUYH\��3KLOLSSLQH�ILUPV�LGHQWLILHGWKH�IROORZLQJ�HQHUJ\�HIILFLHQF\�SURJUDPV�i '2(�(QHUJ\�&RQVHUYDWLRQ�3URJUDPi '2(�(QHUJ\�(IILFLHQF\�7HVWLQJi '2(�'60��3RZHU�3DWUROi 'D\OLJKW�6DYLQJ�7LPHi ,,((�6HPLQDUVi0HUDOFR�$GYLVRU\�3URJUDP�RQ�(QHUJ\�&RQVHUYDWLRQi0HUDOFR�3RZHU�)DFWRU\�,PSURYHPHQWi 6DIHW\�DQG�(QHUJ\�6DYLQJ�RI�WKH�6DIHW\�2UJDQL]DWLRQ�RI�WKH�3KLOLSSLQHV�
$V�D�UHVXOW�RI�WKHVH�SURJUDPV��VRPH�ILUPV�KDYH�FDUULHG�RXW�DFWLYLWLHV�UHODWHG�WR�EHFRPLQJPRUH�DZDUH�RI�DQG�LPSOHPHQWLQJ�HQHUJ\�HIILFLHQF\�DFWLYLWLHV�LQ�WKHLU�RUJDQL]DWLRQV��7KHVHILUPV�LGHQWLILHG��DPRQJ�RWKHUV��WKH�IROORZLQJ�DFWLYLWLHV�i 3RVWLQJ�HQHUJ\�FRQVHUYDWLRQ�QRWLFHV�DW�RIILFH�GHSDUWPHQWVi &RQGXFWLQJ�URXWLQH�FKHFNV�WR�VZLWFK�RII�XQQHFHVVDU\�OLJKWVi $WWHQGLQJ�VHPLQDUV�DQG�WUDLQLQJ�SURJUDPV�RQ�&57�3(57��HQHUJ\�VDYLQJ��SRZHUFRQWURO��HWF�i 2EVHUYLQJ�'D\OLJKW�6DYLQJ�7LPHi 2EVHUYLQJ�DQG�LPSOHPHQWLQJ�'2(�UHFRPPHQGDWLRQV�RQ�HQHUJ\�VDYLQJ�SURJUDPVi 6KLIWLQJ�IURP�LQFDQGHVFHQW�ODPSV�WR�IOXRUHVFHQW�ODPSVi &OHDQLQJ�ODPSV�DQG�IL[WXUHV�UHJXODUO\�
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7KH�QH[W�WZR�EDUULHUV�UHIHU�WR�WKH�SHUFHLYHG�ODFN�RI�DZDUHQHVV�DQG�XQUHOLDEOH�SHUIRUPDQFHRI�HIILFLHQW�OLJKWLQJ�SURGXFWV��)RU�LQVWDQFH��WKH�VKLIWV�IURP�SUH�KHDW�ODPSV�WR�LQVWDQW�VWDUWIOXRUHVFHQW�ODPSV�DQG�IURP�HOHFWURPDJQHWLF�WR�HOHFWURQLF�EDOODVWV�DUH�KDPSHUHG�E\�HDUOLHUPLVPDWFKHV�H[SHULHQFHG�E\�ILUPV��$QRWKHU�EDUULHU�LV�WKH�LQIOX[�RI�PDQ\�LPSRUWHG�EUDQGV�DQGYDULDQWV�RI�&)/V�DQG�RWKHU�OLJKWLQJ�SURGXFWV��*LYHQ�WKH�EUHDGWK�RI�OLJKWLQJ�SURGXFWV�DYDLODEOHDW�YDULRXV�SULFHV��FXVWRPHUV�UDLVH�FRQFHUQV�RQ�ZKLFK�VSHFLILF�SURGXFW�YDULDQW�ZLOO�\LHOG�DFRQVLVWHQW�DQG�UHOLDEOH�SHUIRUPDQFH�
³1R�EXGJHW´�KDG�WKH�ORZHVW�QXPEHU�RI�YRWHV�DPRQJ�WKH�EDUULHUV��%\�WKH�UHODWLYHO\�ORZ�YRWHV�ODUJH�ILUPV�LQGLFDWH�WKDW�EXGJHW�LV�QRW�DQ�LPSRUWDQW�EDUULHU��/DUJH�ILUPV�RIWHQ�KDYH�WKHUHVRXUFHV�IRU�DWWUDFWLYH�SURMHFWV��LQFOXGLQJ�HIILFLHQW�OLJKWLQJ�SURMHFWV��VKRXOG�WKH\�VKRZ�JRRG\LHOGV�
7KH�JHQHUDOO\�ORZ�VFRUHV�PD\�LQGLFDWH�WKDW�ODUJH�ILUPV�GR�QRW�VHH�VHULRXV�EDUULHUV�WR�WKHGHYHORSPHQW�RI�HQHUJ\�HIILFLHQW�OLJKWLQJ�SURGXFWV��7KLV�LV�FRUURERUDWHG�E\�WKH�KLJKSHQHWUDWLRQ�OHYHOV�RI�IOXRUHVFHQW�ODPSV�DQG�&)/V�LQWR�WKH�ODUJH�FRPPHUFLDO�DQG�LQGXVWULDOILUPV�
&KDUW�����,PSRUWDQW�%DUULHUV�WR�(IILFLHQW�/LJKWLQJ�3URGXFWV

6285&(��$$�6859(<�$1'�$1$/<6,6
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&RVW�SUHPLXP

&XVWRPHUV�DUH�QRW�DZDUH�RI�RSHUDWLQJ�FRVW�EHQHILWV
&XVWRPHUV�ODFN�FRQILGHQFH�LQ�SHUIRUPDQFH�UHOLDELOLW\

&XVWRPHUV�DUH�QRW�DZDUH�RI�SURGXFW�RSWLRQV�DQGDYDLODELOLW\
1R�EXGJHW

,PSRUWDQW�%DUULHUV�WR�(IILFLHQW�/LJKWLQJ�3URGXFWV

0RVW�,PSRUWDQW�9RWHV�
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,PSRUWDQW�$JHQWV�RI�(IILFLHQW�/LJKWLQJ�3URJUDPV&RPPHUFLDO�DQG�LQGXVWULDO�ILUPV�LGHQWLILHG�LPSRUWDQW�DJHQWV�WKDW�PD\�FDWDO\]H�WKH�JURZWK�RIHIILFLHQW�OLJKWLQJ�SURGXFWV��$W�WKH�WRS�RI�WKH�OLVW�DUH�WKH�VXSSOLHUV�RI�HIILFLHQW�OLJKWLQJ�SURGXFWV�/RFDO�PDQXIDFWXUHUV�DQG�GLVWULEXWRUV��LQFOXGLQJ�WKH�LPSRUWHUV��FDQ�HQVXUH�WKH�UHOLDEOH�VXSSO\RI�JRRG�TXDOLW\�&)/�DQG�HIILFLHQW�OLJKWLQJ�SURGXFWV�DW�FRPSHWLWLYH�RU�DIIRUGDEOH�SULFHV��VHH&KDUW�����
&KDUW�����,PSRUWDQW�$JHQWV�,QIOXHQFLQJ�3XUFKDVH�RI�(IILFLHQW�/LJKWLQJ�3URGXFWV

6RXUFH��$$�VXUYH\�DQG�DQDO\VLV
:LWK�D�PRUH�OLEHUDO�WUDGH�UHJLPH��WKH�ORFDO�PDQXIDFWXUHUV�DQG�GLVWULEXWRUV��LQ�FROODERUDWLRQZLWK�WKH�*RYHUQPHQW�DQG�SULYDWH�VHFWRU�DOOLHV��PD\�ZRUN�RXW�VFKHPHV�WKDW�ZLOO�JXDUDQWHHWKH�VXSSO\�RI�TXDOLW\�EXW�ORZ�FRVW�OLJKWLQJ�SURGXFWV�DQG�FRPSRQHQWV�WKHUHRI�WR�WKH�ORFDOPDUNHW�
&RRUGLQDWLRQ�ZLWK�RWKHU�DJHQWV�ZLOO�EH�KHOSIXO��7KH�OLJKWLQJ�GHVLJQHUV�DQG�HQJLQHHULQJ�ILUPV�IRU�LQVWDQFH��FDQ�REMHFWLYHO\�DVVHVV�WKH�DSSURSULDWH�OLJKWLQJ�GHVLJQV�IRU�FRPPHUFLDO�DQGLQGXVWULDO�ILUPV�DQG�WKH�VXLWDEOH�OLJKWLQJ�SURGXFWV�DQG�IL[WXUHV�IRU�WKH�ORFDO�PDUNHW�
(OHFWULF�XWLOLWLHV�DQG�WKH�*RYHUQPHQW��WKRXJK�DW�WKH�ERWWRP�RI�WKH�OLVW��FDQ�KHOS�LQ�SURPRWLQJWKH�JURZWK�RI�WKH�ORFDO�HIILFLHQW�OLJKWLQJ�LQGXVWU\��(OHFWULF�XWLOLWLHV��IRU�LQVWDQFH��FDQ�H[SDQGLQWR�QRQ�HOHFWULILHG�PXQLFLSDOLWLHV�DQG�WRZQV�RXWVLGH�RI�0HWUR�0DQLOD��2Q�WKH�RWKHU�KDQG��WKH*RYHUQPHQW�KDV�ODXQFKHG�WKH�HOHFWULILFDWLRQ�SURJUDP�2�,ODZ �IRUPHUO\�(QHUJ\�5HVRXUFHVIRU�WKH�$OOHYLDWLRQ�RI�3RYHUW\�RU (5$3 WR�LPSURYH�DFFHVV�WR�HOHFWULFLW\�DQG�OLJKWLQJ�LQ�WKHUXUDO�DUHDV��%RWK�*RYHUQPHQW�DQG�SULYDWH�VHFWRU�FDQ�WDNH�DGYDQWDJH�RI�WKH�LQFUHDVH�LQJHQHUDWLQJ�FDSDFLW\�DQG�WKH�VXUJH�LQ�&)/�DQG�HIILFLHQW�OLJKWLQJ�SURGXFWV�VXSSO\��0RUHRYHU�WKH�*RYHUQPHQW�FDQ�SURYLGH�LQFHQWLYHV�IRU�WKH�SULYDWH�VHFWRU�WR�SDUWLFLSDWH�LQ�WKH�HOHFWULFLW\UHWDLOLQJ�DQG�WKH�HIILFLHQW�OLJKWLQJ�LQGXVWU\�

� � �� �� �� �� ��
/LJKWLQJ�SURGXFW�PDQXIDFWXULQJ�UHSUHVHQWDWLYHV�/LJKWLQJ�SURGXFW�GLVWULEXWRUV�/LJKWLQJ�GHVLJQHUV(QJLQHHULQJ�ILUPV(OHFWULF�8WLOLW\*RYHUQPHQW

,PSRUWDQW�$JHQWV�,QIOXHQFLQJ�3XUFKDVH�RI�(IILFLHQW�/LJKWLQJ�3URGXFWV

0RVW�,PSRUWDQW�9RWHV
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������������
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3URVSHFWV�DQG�2SWLRQV�IRU�0DUNHW�*URZWK

7KH�0DUNHW�(QYLURQPHQW7KH�ORFDO�&)/�PDUNHW�KDV�JRQH�WKURXJK�ELJ�FKDQJHV�VLQFH�WKH�PLG�����V��'XULQJ�LWVQDVFHQW�VWDJH��&)/V�ZHUH�XQNQRZQ�DQG�YHU\�H[SHQVLYH��HVSHFLDOO\�IRU�KRXVHKROGV��7KH3KLOLSSLQHV�ZDV�UHFRYHULQJ�IURP�WKH�SRZHU�FULVLV��7KH�FRXQWU\�QHHGHG�UHIRUPV�DQGSURJUDPV�WR�HIIHFWLYHO\�DGGUHVV�WKH�JURZLQJ�SRZHU�GHPDQG�ZLWK�WKH�VFDUFH�UHVRXUFHV�RQKDQG��+HQFH��WKHUH�ZDV�D�YHU\�FOHDU�QHHG�IRU�&)/V�DQG�RWKHU�HQHUJ\�HIILFLHQW�SURGXFWV�
7RGD\��WKH�EXVLQHVV�HQYLURQPHQW�IRU�&)/V�KDV�FKDQJHG��)LUVW��WKH�FRXQWU\�KDV�DGHTXDWHHQHUJ\�DQG�SRZHU�UHVRXUFHV��GXH�SDUWO\�WR�WKH�GHUHJXODWLRQ�DQG�OLEHUDOL]DWLRQ�LQ�WKH�HOHFWULFSRZHU�LQGXVWU\��$�PRUH�G\QDPLF�HQYLURQPHQW�LV�H[SHFWHG�WR�HYROYH�ZLWK�WKH�LPSHQGLQJSDVVDJH�RI�WKH�2PQLEXV�3RZHU�%LOO DQG�WKH�VXEVHTXHQW�UHVWUXFWXULQJ�DQG�SULYDWL]DWLRQ�RIWKH�ORFDO�HOHFWULF�SRZHU�LQGXVWU\��6HFRQG��ZKLOH�LW�MXVW�FDPH�RXW�RI�WKH�$VLDQ�ILQDQFLDO�FULVLV�WKH�0LQGDQDR�FULVLV��DQG�WKH�UHFHQW�SROLWLFR�HFRQRPLF�FULVLV�WKDW�VHQW�WKH�HFRQRP\�LQ�DWDLOVSLQ��WKH�FRXQWU\�KDV�LQVWLWXWHG�EXVLQHVV�DQG�LQVWLWXWLRQDO�UHIRUPV�WKDW�ZLOO�HQDEOH�WKHFRXQWU\�WR�ZHDWKHU��WXUQDURXQG��DQG�UHFRYHU�IURP�WKH�FULVLV��7KLUG��WKHUH�LV�DOUHDG\�DFRPSHWLWLYH�&)/�PDUNHW�ZLWK�PDQ\�SOD\HUV�WKDW�VXSSO\�YDULRXV�&)/V�WR�WKH�ORFDO�PDUNHW�7KH�ORFDO�PDUNHW�EHQHILWHG�IURP�LPSRUWV�DV�WHFKQRORJLFDO�DGYDQFHV�DQG�ORZ�FRVW�ODERUPDGH�DYDLODEOH�FKHDSHU�&)/V��DQG�WKH�HPHUJHQFH�RI�LQIRUPDO�FKDQQHOV�IRU�GLVWULEXWLQJ&)/V�WR�PRUH�PDUNHW�VHJPHQWV�
7KH�&)/�DQG�(IILFLHQW�/LJKWLQJ�3URGXFWV�0DUNHW7KH�VDOLHQW�IHDWXUHV�RI�WKH�ORFDO�&)/�PDUNHW�DUH�VXPPDUL]HG�LQ�7DEOH����DQG�GHVFULEHG�DVIROORZV�

i &)/�SURGXFWV� 7KH�ORFDO�PDUNHW�LV�FURZGHG�ZLWK�YDULRXV�&)/�EUDQGV�DQG�YDULDQWV�$�VXUYH\�RI�KRXVHKROGV�DQG�YDULRXV�RXWOHWV�RI�&)/V�LQ�WKH�1&5�DQG�WKH�FLWLHV�RI&DJD\DQ�GH�2UR�DQG�&HEX�LQ�VRXWKHUQ�3KLOLSSLQHV�\LHOGHG�RYHU����GLIIHUHQW�EUDQGVRI�&)/V��'XULQJ�WKH�PLG�����V��WKHUH�ZHUH�OHVV�WKDQ�D�GR]HQ�&)/�EUDQGV�
i 3ULFH�UHGXFWLRQ� 7KH�%LJ���&)/�VXSSOLHUV�KDYH�LQWURGXFHG�ORZ�FRVW�YDULDQWV�LQ�WKHORFDO�PDUNHW��7KH�VXJJHVWHG�UHWDLO�SULFH��653��IRU�*(�(FRQRPLVHU�DQG�3KLOLSV(VVHQWLDO�LV�3K3�����DSLHFH��'HVSLWH�WKH�LQWURGXFWLRQ�RI�QHZ�YDULDQWV��WKH�OHVVSRSXODU�EUDQGV�RIIHU�ORZ�FRVW�&)/V�DW�EDUJDLQ�SULFHV��L�H���EX\�RQH�WDNH�RQH�IRU3K3����RU���IRU�3K3�����:LWK�WKH�VLJQLILFDQW�UHGXFWLRQ�LQ�SULFHV��&)/V�KDYHEHFRPH�DFFHVVLEOH�WR�PLGGOH��DQG�ORZ�LQFRPH�KRXVHKROGV�
i 'HJUHH�RI�NQRZOHGJH� 7KH�ORFDO�PDUNHW�LV�JHQHUDOO\�IDPLOLDU�ZLWK�HQHUJ\�HIILFLHQF\DQG�SURGXFWV�VXFK�DUH�&)/V��,Q�0HWUR�0DQLOD��DERXW�WKUHH�RXW�RI�HYHU\�IRXUKRXVHKROGV�H[SUHVV�IDPLOLDULW\�ZLWK�&)/V��7KH�LQFUHDVHG�DZDUHQHVV�VWHPV�SDUWO\IURP�WKH�LQIOX[�RI�ORZ�FRVW�&)/V�LQ�WKH�YDULRXV�DUHDV�RI�WKH�ORFDO�PDUNHW�
i 0DUNHW�3HQHWUDWLRQ� ,Q�0HWUR�0DQLOD��DERXW����SHUFHQW�RI�WKH�WDUJHW�KRXVHKROGVKDYH�&)/V��&)/�SHQHWUDWLRQ�KDV�FDXJKW�XS�ZLWK�LQFDQGHVFHQW�ODPSV¶����SHUFHQWEXW�VWLOO�IDU�EHKLQG�IOXRUHVFHQW�ODPSV¶����SHUFHQW��&)/�SHQHWUDWLRQ�KDV�LPSURYHGVLJQLILFDQWO\�LQ�WKH�ODVW�KDOI�GHFDGH�GXH�SDUWO\�WR�WKH�LQIOX[�RI�ORZ�FRVW�&)/V�

,Q�WKH�FRPPHUFLDO�DQG�LQGXVWULDO�VHFWRU��DERXW����SHUFHQW�RI�WKH�ODUJH�ILUPV�KDYH&)/V��VXUSDVVLQJ�WKH����SHUFHQW�SHQHWUDWLRQ�RI�LQFDQGHVFHQW�ODPSV��$OPRVW�DOO�RIWKH�FRPPHUFLDO�DQG�LQGXVWULDO�ILUPV�XVH�IOXRUHVFHQW�ODPSV� /DUJH�ILUPV�SULPDULO\�XVHIOXRUHVFHQW�ODPSV�DQG�FRPSOHPHQW�WKHP�E\�HLWKHU�&)/V�RU�LQFDQGHVFHQW�ODPSV�LQVSHFLILF�DUHDV�



��

7DEOH�����6DOLHQW�)HDWXUHV�RI�WKH�3KLOLSSLQH�&)/�0DUNHW������ )($785(1XPEHU�RI�ODPSV � 2YHU����EUDQGV3ULFH�UHGXFWLRQ � 3K3�����IRU�SRSXODU�EUDQGV����IRU�3K3�����IRURWKHU�EUDQGV'HJUHH�RI�NQRZOHGJH � $ERXW���RXW�RI���KRXVHKROGV�DUH�IDPLOLDU0DUNHW�SHQHWUDWLRQ � $ERXW����SHUFHQW�RI�KRXVHKROGV�DQG���SHUFHQW�RI�ODUJH�ILUPV1HZ�PDQXIDFWXUHUV � 1RQH1HZ�HVWDEOLVKPHQWV � $W�OHDVW����LPSRUWHUV1XPEHU�RI�SURGXFWV�WHVWHG � $W�OHDVW����&)/�LPSRUWHUV�WHVWHG�DQGDFFHSWHG��$W�OHDVW�ILYH�PRGHOV�TXDOLILHG�LQ�(/,�3KLOLSSLQHV�
i 1HZ�PDQXIDFWXUHUV� ,Q�������WKH�ORFDO�PDQXIDFWXUHU�RI�WKH�SRSXODU�3KLOLSV�OLJKWLQJSURGXFWV�FORVHG�LWV�ORFDO�SODQW�DQG�IRFXVHG�RQ�GLVWULEXWLQJ�LPSRUWHG�&)/�DQGOLJKWLQJ�SURGXFWV�WR�WKH�ORFDO�PDUNHW��7RGD\��PRVW�RI�WKH�&)/V�LQ�WKH�ORFDO�PDUNHWDUH�LPSRUWHG��SULPDULO\�IURP�ORZ�FRVW�$VLDQ�SURGXFHUV�
i 1HZ�HVWDEOLVKPHQWV��VXSSOLHUV�� :KLOH�WKHUH�LV�QR�PDMRU�ORFDO�PDQXIDFWXUHU��WKHQXPEHU�RI�&)/�VXSSOLHUV�VLJQLILFDQWO\�LQFUHDVHG��$�KRXVHKROG�VXUYH\�LGHQWLILHGPRUH�WKDQ����&)/�EUDQGV�RIIHUHG�LQ�WKH�ORFDO�PDUNHW��7KH�QXPEHU�LQGLFDWHV�DWOHDVW����LPSRUWHUV�RI�&)/V��7KHUH�DUH�DOVR�VXSHUPDUNHWV�DQG�KDUGZDUH�VWRUHV�WKDWGLVWULEXWH�DQG�VHOO�&)/V�
i 1XPEHU�RI�SURGXFWV�WHVWHG��,PSRUWHUV�QHHG�WR�JHW�,PSRUW� &RPPRGLW\�&OHDUDQFHV�,&&V��IRU�&)/V�EHIRUH�WKHVH�FDQ�EH�GLVWULEXWHG�RU�VROG�LQ�WKH�ORFDO�PDUNHW��)RU�����������WKH�'HSDUWPHQW�RI�7UDGH�DQG�,QGXVWU\��'7,���KRZHYHU��KDV�LVVXHG�,&&VWR����&)/�LPSRUWHUV��7KH�UHVW�RI�WKH�&)/V�ZLWKRXW�,&&V�DUH�HLWKHU��D��ZDLWLQJ�IRUWKHLU�,&&V���E��IDLOHG�WR�FRPSO\�ZLWK�,&&�UHTXLUHPHQWV��RU��F��QHYHU�DSSOLHG�IRU�,&&VDW�DOO�

7KH�HDUO\�(/,�TXDOLILHUV�DUH�VHOHFWHG�&)/�PRGHOV�IURP�*HQHUDO�(OHFWULF��0D[OLWH�1DWLRQDO��2VUDP��DQG�3KLOLSV��2WKHU�PDQXIDFWXUHUV�DQG�GLVWULEXWRUV�RI�&)/SURGXFWV�KDYH�DSSOLHG�IRU�DQG�DUH�DZDLWLQJ�UHVXOWV�RI�WKHLU�(/,�TXDOLILFDWLRQ�
7KH�RWKHU�HIILFLHQW�OLJKWLQJ�SURGXFWV�VXFK�DV�IOXRUHVFHQW�ODPSV�DQG�HOHFWURQLF�EDOODVWV�DUH�LQD�VLPLODU�VLWXDWLRQ�DV�&)/V�LQ�WKH�3KLOLSSLQH�PDUNHW�
.H\�&RQVLGHUDWLRQV�IRU�0DUNHW�'HYHORSPHQW0DQ\�GHYHORSPHQWV�LQ�WKH�ODVW�WZR�WR�IRXU�\HDUV�KDVWHQHG�WKH�JURZWK�RI�&)/�LQ�WKH�ORFDOPDUNHW��7KH�QH[W�WZR�WR�IRXU�\HDUV�ZLOO�EH�DQ�RSSRUWXQH�SHULRG�WR�ILUP�XS�WKH�RQ�JRLQJ�&)/PDUNHW�WUDQVIRUPDWLRQ��7KH�VXFFHVV�RI�DQ\�SURJUDP�ZLOO�GHSHQG�RQ�KRZ�PXFK�LWXQGHUVWDQGV�WKH�NH\�IHDWXUHV�DQG�SHFXOLDULWLHV�RI�WKH�ORFDO�PDUNHW�DQG�KRZ�LWV�FRPSRQHQWVDOLJQ�DQG�GRYHWDLO�ZLWK�WKH�UHOHYDQW�DFWLYLWLHV�LQ�WKH�FRXQWU\¶V�HQHUJ\�DQG�HFRQRPLFGHYHORSPHQW�VWUDWHJ\�
6XFFHVV�IDFWRUV�PD\�LQFOXGH�WKH�IROORZLQJ�

i ([SODLQ�FOHDUO\�WKH�HFRQRPLF�EHQHILWV�WR�FXVWRPHUV� 2QH�LPSHUDWLYH�IRU�VXFFHVV�LVWR�H[SODLQ�DQG�GHPRQVWUDWH�WR�FXVWRPHUV�LQ�YHU\�FOHDU�WHUPV�WKH�HFRQRPLF�EHQHILWVRI�VZLWFKLQJ�IURP�LQFDQGHVFHQW�ODPSV�WR�&)/V��RU�WR�RWKHU�KLJK�HIILFLHQF\�OLJKWLQJSURGXFWV���0DMRULW\�RI�)LOLSLQR�KRXVHKROGV�SXUFKDVHG�&)/V�EHFDXVH�RI�WKHHFRQRPLF�EHQHILWV�±�&)/�XVDJH�ZLOO�OHDG�WR�ORZHU�HOHFWULFLW\�FRQVXPSWLRQ��ELJJHUHQHUJ\�VDYLQJV��DQG�ORZHU�HOHFWULFLW\�ELOOV�



��

7R�DSSUHFLDWH�WKH�HFRQRPLF�EHQHILWV��DQG�FRVWV��RI�&)/V��SURVSHFWLYH�FXVWRPHUVQHHG�WR�NQRZ�WKH�HOHFWULFLW\�SULFHV��FRVWV�RI�&)/V�DQG�LQFDQGHVFHQW�ODPSV��DQGKRXUV�RI�RSHUDWLRQV��,W�LV�HDVLHU�WR�GHPRQVWUDWH�WKH�HFRQRPLF�EHQHILWV�WRGD\EHFDXVH�WKH�SULFHV�RI�&)/V�KDYH�GHFOLQHG�FRQVLGHUDEO\�DQG�DUH�QRZ�FRPSDUDEOHWR�WKH�SULFHV�RI�LQFDQGHVFHQW�ODPSV�
i 0DUNHW�DOO�WKH�EHQHILWV�RI�&)/V�� &)/�XVH�KDV�PXOWL�IDFHWHG�EHQHILWV��%HVLGHVUHGXFLQJ�HOHFWULFLW\�FRQVXPSWLRQ�DQG�WKH�HOHFWULFLW\�ELOO��WKH�XVH�RI�&)/V�PD\�VORZGRZQ�HQHUJ\�UHVRXUFH�GHSOHWLRQ��UHGXFH�JDV�HPLVVLRQV��DQG�VORZ�GRZQ�WKHJUHHQKRXVH�HIIHFW��&)/�FDQ�EH�UHSRVLWLRQHG�DV�DQ�HQHUJ\�VDYLQJ��UHVRXUFH�FRQVHUYLQJ��DQG�HQYLURQPHQW�IULHQGO\�SURGXFW��/HYHUDJLQJ�RQ�WKHVH�SRWHQWLDOEHQHILWV��&)/V�PD\�DWWUDFW�FXVWRPHUV�DQG�PHPEHUV�RI�FDXVH�RULHQWHG�JURXSV�RQHQHUJ\��HQYLURQPHQW��DQG�VXVWDLQDEOH�GHYHORSPHQW��([SHULHQFH�IURP�RWKHUFRXQWULHV�LQGLFDWH�WKDW�FXVWRPHUV�DUH�ZLOOLQJ�WR�VSHQG�PRUH�DQG�VXSSRUW�SURJUDPVWKDW�FRQWULEXWH�WR�QDWLRQDO�LQWHUHVWV�
i 0DNH�VXUH�WKH�SURGXFW�LV�HDV\�WR�ILQG� &)/V�DUH�HDVLHU�WR�ILQG�WRGD\�WKDQ�LQ�HDUOLHU\HDUV��,QFUHDVHG�&)/�LPSRUWV�DQG�WKH�HPHUJHQFH�RI�VLGHZDON�YHQGRUV�DQG�GRRU�WR�GRRU�SHGGOHUV�EULQJ�&)/V�FORVHU�WR�WKH�FXVWRPHUV��SDUWLFXODUO\�KRXVHKROGV�LQ�WKH&��'��DQG�(�PDUNHW�VHJPHQWV��,W�PD\�EH�KHOSIXO�WR�UHFRJQL]H�DQG�SHUKDSV�PRELOL]HWKHVH�PDQ\�VPDOO�SOD\HUV�LQ�VRPH�FRPSRQHQWV�RI�WKH�PDUNHW�WUDQVIRUPDWLRQSURJUDP��)RU�LQVWDQFH��HGXFDWLQJ�WKHVH�JURXSV�RQ�&)/V�DQG�VXSSO\LQJ�WKHP�ZLWKVDIH�DQG�TXDOLW\�&)/V�ZLOO�PDNH�WKHP�EHWWHU�DJHQWV�RI�&)/V�LQ�WKHLU�UHVSHFWLYHDUHDV�
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	Executive Summary
	CFL products. The local market is crowded with over 50 different CFL brands and variants offered through various channels and outlets.
	Price reduction. GE and Philips have introduced CFL variants at PhP 160 apiece while other brands offer low-cost CFLs at buy-one-take-one for PhP 99 and 3-for-PhP100 bargains.
	Degree of knowledge.  Over a majority of households are familiar with CFLs due partly to the influx of low-cost CFLs in the various areas of the local market.
	Market penetration. CFLs have caught up with incandescent lamps in the local market, reaching 64 percent of the target households and 77 percent of the large firms.
	New manufacturers. Most of the CFLs in the local market are imported, primarily from low-cost Asian producers, as Philips closed its local plant in 1999.
	New establishments (suppliers). At least 50 CFL importers are supplying the local market through numerous supermarkets, hardware stores, and informal retail outlets such as sidewalk stalls and vendors.
	Number of products tested. The Department of Trade and Industry (DTI) has issued Import Commodity Clearances or ICCs to only 18 CFL importers compared to at least 50 CFL brands sold in the local market. ELI initially identified CFL models from five brands – General Electric, Maxlite, National, Osram, and Philips – which meet the ELI quality requirements.
	Explain clearly the economic benefits to customers.  One imperative for success is to explain and demonstrate to customers in very clear terms the economic benefits of switching from incandescent lamps to CFLs (or to other high efficiency lighting products).
	Market all the benefits of CFLs. Besides reducing electricity consumption and the electricity bill, CFL has other benefits. It can be repositioned as an energy-saving, resource-conserving, and environment-friendly product.
	Make sure the product is easy to find. Increased CFL imports and the emergence of sidewalk vendors and door-to-door peddlers bring CFLs closer to the customers, particularly households in the C, D, and E market segments.
	Engage other stakeholders in the market.  Filipino NGOs, consumer groups, and cause-oriented groups that relate to energy and environment should be invited to support the market transformation program.
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	Prospects and Options for Market Growth
	CFL products. The local market is crowded with various CFL brands and variants. A survey of households and various outlets of CFLs in the NCR and the cities of Cagayan de Oro and Cebu in southern Philippines yielded over 50 different brands of CFLs. During the mid-1990s, there were less than a dozen CFL brands.
	Price reduction. The Big 3 CFL suppliers have introduced low-cost variants in the local market. The suggested retail price (SRP) for GE Economiser and Philips Essential is PhP 160 apiece. Despite the introduction of new variants, the less popular brands offer low-cost CFLs at bargain prices, i.e., buy-one-take-one for PhP 99 or 3-for-PhP100. With the significant reduction in prices, CFLs have become accessible to middle- and low-income households.
	Degree of knowledge.  The local market is generally familiar with energy efficiency and products such are CFLs. In Metro Manila, about three out of every four households express familiarity with CFLs. The increased awareness stems partly from the influx of low-cost CFLs in the various areas of the local market.
	Market Penetration. In Metro Manila, about 64 percent of the target households have CFLs. CFL penetration has caught up with incandescent lamps’ 66 percent but still far behind fluorescent lamps’ 88 percent. CFL penetration has improved significantly in the last half decade due partly to the influx of low-cost CFLs.
	New manufacturers. In 1999, the local manufacturer of the popular Philips lighting products closed its local plant and focused on distributing imported CFL and lighting products to the local market. Today, most of the CFLs in the local market are imported, primarily from low-cost Asian producers.
	New establishments (suppliers). While there is no major local manufacturer, the number of CFL suppliers significantly increased. A household survey identified more than 50 CFL brands offered in the local market. The number indicates at least 50 importers of CFLs. There are also supermarkets and hardware stores that distribute and sell CFLs.
	Number of products tested. Importers need to get Import. Commodity Clearances (ICCs) for CFLs before these can be distributed or sold in the local market. For 1999-2000, the Department of Trade and Industry (DTI), however, has issued ICCs to 18 CFL importers. The rest of the CFLs without ICCs are either (a) waiting for their ICCs; (b) failed to comply with ICC requirements; or (c) never applied for ICCs at all.
	Explain clearly the economic benefits to customers.  One imperative for success is to explain and demonstrate to customers in very clear terms the economic benefits of switching from incandescent lamps to CFLs (or to other high efficiency lighting products). Majority of Filipino households purchased CFLs because of the economic benefits – CFL usage will lead to lower electricity consumption, bigger energy savings, and lower electricity bills.
	Market all the benefits of CFLs.  CFL use has multi-faceted benefits. Besides reducing electricity consumption and the electricity bill, the use of CFLs may slow down energy resource depletion, reduce gas emissions, and slow down the greenhouse effect. CFL can be repositioned as an energy-saving, resource-conserving, and environment-friendly product. Leveraging on these potential benefits, CFLs may attract customers and members of cause-oriented groups on energy, environment, and sustainable development. Experience from other countries indicate that customers are willing to spend more and support programs that contribute to national interests.
	Make sure the product is easy to find. CFLs are easier to find today than in earlier years. Increased CFL imports and the emergence of sidewalk vendors and door-to-door peddlers bring CFLs closer to the customers, particularly households in the C, D, and E market segments. It may be helpful to recognize and perhaps mobilize these many small players in some components of the market transformation program. For instance, educating these groups on CFLs and supplying them with safe and quality CFLs will make them better agents of CFLs in their respective areas.
	Engage other stakeholders in the market.  There are many Filipino NGOs, consumer groups, and cause-oriented groups that relate to energy and environment. It may help to understand the missions and roles or these groups and to bring them in as supporters of the market transformation program.
	Most of the CFLs offered in the local market are imported. The local manufacturer of Philips lighting products closed down its plant in 1999 and is now distributing low cost CFL imports. Considering recent trends in lighting technology and manufacturing sectors in the Asian region, imports will be the primary source of competitively priced CFLs and other lighting products.
	Mainland China is one of the main sources of low-cost CFLs for the region. With its domestic market, Chinese manufacturers have the economies of scale to produce CFLs at competitive prices. ELI proponents supported the development of the Chinese CFL industry, which will very likely be a major base for CFL manufacturing in the Asian region. ELI may consider, in coordination with its China partners, the accreditation of Chinese manufacturers that produce good quality CFLs at competitive prices so these producers could export to Asian neighbors. This regional cooperation will assist those countries with small markets for a competitive domestic CFL industry.
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