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ODUN 2QH
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) ROWH IIVFDO HDUHQGHG' HAHP EHU
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H R UHI MADQADY VSHALIHG 1Q W FKDUWU

'HODZDUH
6\IM RURKHUMUVGRIRQ R IGFRUSRUIDMRQ RURU DQ] DURQ .56 (P SE HU,GHQUMEDIRQ1 R
OLVVLRQ &ROOHJIH % ReDIHAID BLEDOUDR U QLD
$GEUHW R SUGFISDOH, HRXWYH RILEHY =IS &RCH

5 HIIMADQAV \MBISKRGH QXP EHU IGFOEQI DUHD FRGH
6 HEXUMMAY UHJ MG SXOXDOAR 6 HARRY  E R WHSFW

7@ Rl HDFK FOW 7WEQ) W P ERO 1 DP HRI HDFK H FKDQJH RQ Z KIFK UH) MWLHG
&RP P RQWRFN SDUYDOH 17& 1 DVGEDT * GEDGS HBFW) DUNHW

6 HEXUMIAV UHJ MMUHG SXWXDOQAMR 6 HFMRQ  J R \WHS$ FW1 RCH

\QAFDWM E\ FKHAN P DUN 1L \KH UHJ IMADQWY D Z HONGRZ Q VHDVRGHG IWXHU DV GHIIGHG IQ5 X1 R WH 6 HEXUMVSFW <HVé 1Ré

,QAFDW B\ FKHANP DUN 1L \KH UHJ MRDQMAY QRAHTXILHG \R 1B BHSRUWV SXWXDQAR 6 HAIRQ - RUBHAIRQ G RI\WH$FW <HvVe 1Ré

,QAFDWM B\ FKHFAN P DUN Z KHWHUWH UHI MIDQW KDV 1 1IBIG DOHSRW KHTXWHG R EH IIBIGE\ 6HAIRQ  RU - G RI\WH 6 HRXUMHV ( [ FKDQIH$ FWRI GXUQ) \WH SUHRHAQ)
VKRUMUSHURG \WDVWKH UH) MADQAZ DV UBHTXILHG \R 1B VXFK BHSRW DQG - KDV EHHQ VXEMIPWR VXK 1R UHTXIWHP HQV IROKHSDW  GD\V - <HVé 1Ré

,QAFDWM B\ FKHFAN P DUN Z KHWHUWH UHI MIDQUKDV VXEP IWHG HBPWRQFD® HYHY IQMDRARYH GO 1131 UHTXILHG VR EH VXEP IWHG SXWXDQAR 5 X®1 R 5HIXOWRQ6 7 T R \KLY FKDSWU GXUQ)
WHSUHHAQ) P RQKV RUIRUVXFK VKRWMUSHURG \WDVWRH UHI MADQAZ DV LHTXIHG \R VXEP WXFK IIBV - <HVEé 1Re

,QAFDWM B\ FKHFAN P DUN Z KHWHUWH UHJI MIDQAY D @L) H DFFHBIDWG | LBIU DQ DFFHBUDWNG 1B D QRQ DFFHBUDWNG 1B D VP DBUUHSRMQ) FRP SDQ. RUDQHP HUIQ) JURZ W FRP SDQ 6 HH \WH CHIQURQY

R OUH DFFHBADMG LB DFFHBDWG [IBU VP DIUHSRMGY FRP SDQ.  DQG HP HUIQ) JURZ\KFRP SDQ. IQ5XBI E R \KH ([ FKDQIH$FW
/ DUHS FFHBUDWG ) (B $ FFHBADWG ) LB 1 RQ$ FFHBADWG) B 6P DS HSRWZY &RP SDQ (PHJIQ) * IRZ\N &RP SDQ

- e e e e
|| DQHP HUJIQJ JURZ\K FRP SDQ. IQEFDWM B\ FKHFN P DUN 1L WH UHJ IMADQAKDV HBIFWMG QRR XVH WH H \WQGEHG WDQUMIRQ SHURG IRUFRP SOIQJ Z W DQ. QHZ RUUHYIVHG IIGDQRIDCDFFRXQI) ABQEDLGY
SWRYIGHG SXUXDQAR 6HAMRY D R WH ([ FKDQIHSFW &
\QAFDW B\ FKHPN P DUNZ KHHUKH UHI MIDQAKDV 11BIG D UHSRUNRQ DQG DIKMIBMRQ VR IW P DRI HP HQV DWHWP HOAR \WH HIHRIYHQHW Rl IW IQMEDCFRQIRCRYHUIIGDGRIDOHSRUZ) XQGHUS HAIRQ
E R\WHBDIEDQHV2 [G\ SFW 8 6 & E B\ WH UHI MMHG SXETF DFFRXQIY 1P \KDVBUHSDUHG RUMVXHG IW DXGWHSRW é
| VHEXUMI DUH UHJ IMMUHG SXUXDQAR 6 HAMRQ  E R WH$ PWIQRIFDWM B\ FKHEN P DUN Z KHWHUWH 1LGDGRIDOABMP HQW R \WH UHJI MIDQAIGFO(GHG 1Q WH 1100 UH BIFVH FRUMHAIRQ R DQ HURUAR
SUHYIRXVD IWXHG IQDGRIDOARMP HON &
JQAFDWM B\ FKHANP DUNZ KHXHUDQ. R \WRVH HURUFRUHAIRQY DUH UBAMP HQW WDWIHT XILHG D UHFRYHWY DQDOMY R! IQFHQIYH EDVHG FRP SHQUDURQ UHFHIYHG B\ DQ\ R WH UHJ IMADQW H. HEX\H RITEHY
GXUQ) WH UHBIYDQMBHFRYHY  SHURG SXUWXDQAWR T E @
\QAFDW B\ FKHFN P DUNZ KHXHUKH UH MIDQAY D \VKHOFRP SDQ. DVGHIGHGIQSX® E RIKH( [ FKDQIH$FW  <HVE 1Ré
7KH DJ.J UHI DWW P DUNHWDGH R YRIQY DQG QRQ YR FRP P RQHTXIW KHG B\ QRQ DIIADWY R \KH UHI MADQADY R! - XQH EDVHG XSRQWH FEVIQI SUFH R \WH FRP P RQVRFN DV UHSRUMG B\ \WH
1 DVGDT * GREDCS HBIFVD DUNHWRQ VXFK CDW Z DV EIGRQ P IGRQVKDUAY RI FRP P RQWRIFN Z HIH RAMBQAQ) DV R! - DQXDY
'2&80(176,18&25325$7(" %< 5()(5(1&(
3RURQY R WH UHI MADQAV SUR \ ABAMP HQABHDAMG \R LW $ QQXDB \WENKRGHY 0 HHID R EH [1BIG VXEVHTXHQ® DUH IGFRSRIDMG B\ BHHIHQFH IQR 3DW,, RNKV) RP . ([ FHSWDV H SO
IQFRSRIDMG B\ UHHUHQRH \WH UHJ IMADQWY SUR\ VIV HQAVKDGIGRVEH GHHP HG VR EH SDWR! WY UHSRW

P RQKV RUIRUVXFK




7DEOH RI &RQWHQWV

2UJDQL]DWLRQ RI 2XU )RUP

7KH RUGHU DQG SUHVHQWDWLRQ RIKFBRQWRIRWKH REXDGRWPRQD @G I6I(& )RUP . IRUPDW 2XU IRUPDW LV GHVL
ZH RUJDQL]JH DQG PDQDJH RXU EXVLQHVV 6HH )RUP . &URVV 5HIHUHQFH ,QGH[ ZLWKLQ WKH )LQDQFLDO ¢
WUDGLWLRQDO 6(& )RUP . IRUPDW

H KDYH GHILQHG FHUWDLQ WHUPV DQG DEEUHYLDWLRQVPXV HE WKLOR WKER XVQ R EL PRI BW D WIHP HBIWYV DQG 6X
7KH SUHSDUDWLRQ RI RXU &RQVROLGDWHG )LQDQFLDO @WD WRIPR Q W VL ¥ LXQEGRRAG! B U A H VB TRARQY KBB@ED OFED O Pt
XVH WR HYDOXDWH WKH FDVK IORZ WUHQGV RI RXU EXVLQHVV 6RKH DLGKYEUWS VDIQREQ &RISW\W D\D FBHIYRXWHE HVQ Z
DQG ZK\ ZH EHOLHYH LW SURYLGHY LQYHVWRUV ZLWK XVHIXO VXSSOHPHQWDO LQIRUPDWLRQ

3DJH

) RZ DG/ RRNQI 6\IWP HQNV
$ YDIDEIOW R &RP SDQ ,QRP DIRQ

2 YHYHZ
2 XU \NDWIJ\

2 XUYOMOQHW
0 DQDIHP HQW' IVFXWMIRQ DQG$ DOV

2SHUDWLQJ 6HIJPHQW 5HVXOWYV

&RQVROLGDWHG 5HVXOWYV RI 2SHUDWLRQV
/ILTXLGLW\ DQG &DSLWDO 5HVRXUFHV
SURSHUWLHYV

AXDQWLWDWLYH DQG 4 X D& RW B/WOLD/UHN H.W FEOLR/AKNX U H V
&ULWIFFRXQWLQJ (VWLPDWHYV

5 IWN) DARY

2\KHU. H ,QRP DIRQ

,QIRUPBWRR® 2XU ([HRDEWUYH 21

ODUNHW IRU 2XU &RPPRQ 6WRFN
6WRFN 3HUIRUPDQFH *UDSK

,VVXHU 3XUFKDVHV RI (TXLW\ 6HFXULWLHV
5XOH E/UDGBEQUDQJIHPHQWYV
&\VEHUVHFXULW\

'LVFORVXUH 3XUVXDQW WR 6HFWLRQ $FWVRRWKH 6HFXULWLHV ([FKDQJH
) IQDQFIDGE \BWMP HQW DQG 6 XSSBP HQO HBIY

$XGLWRU V 5HSRUWYV

&RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV
CH\7THUPV

&RQWUROV DQG 3URFHGXUHV

([KLELWV

JRUP . &URVV S5HIHUHQFH ,QGH]
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) RZ DG/ RRNQJ 6 \BWP HON

7KLV )RUP . FRQWDLQV IRUZDUG ORRNLQJ VWDWHPHQWYV WKIRW GQ WKEXKHDY MXFFEHOHEBDWHVNWBRIGHXRFHDY
EHOLHYH FRPPLWWHG FRQWLQXH FRXOG GHVLJQHG HVWLPDWH H[SHFW IRUHFDVW IXWXUH
JHQHUDWLRQ REMHFWLYH RQ WUDFN RSSRUWXQLW\ RXWORRN SHQGLQJ SODQ SRVLWLRQ Sk
WDUJHWYV WR EH XSFRPLQJ ZLOO ZRXOG DQG YDULDWLRQV RI VXFK ZRUGYV DQG VLPLODU H[SUHVVL
VWDWHPHQWY UHJDUGLQJ
' RXU EXVLQHVYV SODQV DQG VWUDWHI\ DQG DQWLFLSDWHG EHQHILWY WKHUHIURP
SURMHFWLRQV RI RXU IXWXUH ILQDQFLDO SHUIRUPDQFH LQFOXGLQJ IXWXUH UHYHQXH JURVV SURILWYV
SURMHFWHG FRVWY DQG \LHOG WUHQGYV

' IXWXUH FDVK UHTXLUHPHQWNVIWKEHRF¥FD DQEBEERVW\RI FDSLWDO UHVRXUFHV DQG VRXUFHV RI IXQGLQJ L(C
UHWXUQV WR VWRFNKROGHUV DQG FUHGLW UDWLQJV H[SHFWDWLRQV

' IXWXUH SURGXFWYV VHUYLFHVY DQG WHFKQRORJLHV DQG WKH H[SHRGKEWRRQ VU WIDPGDW QRIQ UWIRGS ¥ H Y BIRL
WHFKQRORJLHV LQFOXGLQJ IXWXUH SURFHVYURRBEHEW DR® GPFSIDJVEQ K MEGHFIKHM ARWMXUH SURGXFW DUFKLW
SHUIRUPDQFH SHU ZDWW SDULW\ DQG PHWULFV DQG H[SHFWDWLRQV UHJDUGLQJ SURGXFW DQG SURFHYV

" LQWHUQDO DQG H[WHUQDO PDQXIDFWXULQJ SODQV LQFOXGLQJ IXWXUH LQWHUQDO PDQXIDP@X& H[@HYRO
XVDJH

IXWXUH SURGXFWLRQ FDSDFLW\ DQG SURGXFW VXSSO\
VXSSO\ H[SHFWDWLRQV LQFOXGLQJ UHJDUGLQJ FRQVWUDLQWY OLPLWDWLRQV SULFLQJ DQG LQGXVWU\
SODQV DQG JRDOV UHODWHG WR ,QWHO V IRXQGU\ EXVLQHVV LQFOXGLQJ ZLWK UHVSHFW WR DQWRIFUBQY
" H[SHFWHG WLPLQJ DQG LPSDFW RI DFTXLVLWLRQV GLYHVWLWXUHV DQG RWKHU VLJQLILFDQW WUDQVDFW
* H[SHFWHG FRPSOHWLRQ DQG LPSDFWV RI UHVW UXFWHKQEQUGQLAWIDWLMMHW DQG FRVW VDYLQJ RU HI
VRFLDO DQG HQYLURQPHQWDO SHUIRUPDQFH JRDOV PHDVXUHV VWUDWHJILHY DQG UHVXOWYV
RXU DQWLFLSDWHG JURZWK IXWXUH PDUNHW VKDUH FXVWRPHU GHPDQG DQG WUHQGV LQ RXU EXVLQHV\
SURMHFWHG JURZWK DQG WUHQGV LQ PDUNHWY UHOHYDQW WR RXU EXVLQHVVHV
" DQWLFLSDWHG WUHQGY DQG LPSDFWV UHODWHG WR LQGXVWU\ FRPSRQHQW VXEVWUDWH DQG IRXQGU\ F
* H[SHFWDWLRQV UHJDUGLQJ JRYHUQPHQW IXQGLQJ LQFHQWLYHV SROLFLHV DQG SULRULWLHYV
WHFKQRORJ\ WUHQGV DQG GHYHORSPBQWY LQFOXGLQJ ZLWK UHVSHFW WR
PDFUR HQYLURQPHQWDO DQG HFRQRPLF FRQGLWLRQV
JHRSROLWLFDO WHQVLRQV DQG FRQIOLFWY LQFOXGLQJ ZLWK UHVSBG® MR RW AEQNWRRYD O WU VG H LIR
" WD[ DQG DFFRXQWLQJ UHODWHG H[SHFWDWLRQV
* H[SHFWDWLRQV UHJDUGLQJ RXU UHODWLRQVKLSV ZLWK FHUWDLQ VDQFWLRQHG SDUWLHV DQG
RWKHU FKDUDFWHUL]DWLRQV RI IXWXUH HYHQWY RU FLUFXPVWDQFHYV

6XFK VWDWHPHQWY LQYROYH PDQ\ ULVNV DQG XQFHUWD LB W [PHDW W K DHVO PR X ORGPFW KRN FR KUSDHWXB G R H\DPG\U )
WKH KLJK OHYHO RI FRPSHWLWLRQ DQG UDSLG WHFKQRORJLFDO FKDQJH LQ RXU LQGXVWU\

" WKH VLJQLILFDQW ORQJ WHUP DQG LQKHUHQWO\ ULVN\ LQYHVWPHQWYV ZH DUH PDNLQJ LQ 5 ' DQG PDQXI

" WKH FRPSOH[LWLHV DQG XQFHUWDLQWLHYV LQ GHYHORSLQJ DQG LPSOHPHQWLQJ QHZ VHPLFRQGXFWRU St

D SRWHQWLDO SDXVH RU GLVFRQW L Q )OIMELRW KRH LR R [SVX WV Q@ HW DRV LR/ BEIDGLQJ HGJH SURFHVV WHFKQROF
FXVWRPHU IRU ,QWHO $

DOWHUQDWLYH ILQDQFLQJ DUUDQJHPHQWY DQG SXUVXLW RI JRYHUQPHQW JUDQWYV
© WKH 8 6 JRYHUQPHQW V DFTXLVLWLRQ RI VLIJQLILFDQW HTXLW\ LQWHUHVWV LQ XV
* FKDQJHV LQ SURGXFW GHPDQG DQG PDUJLQV

PDFURHFRQRPLF FRQGLWLRQV DQG JHRSROLWLFDO WHQVLRQV DQG FRQIOLFWV LQFOXGLQJ JHR SROWIMQF
DQG WKH OLGGOH (DVW ULVLQJ WHQV LR ZDHNEZE & QVKBILIQREDFGV & KRIQIX DYICD V ZDU RQ 8NUDLQH

UHFHQWO\ HOHYDWHG JHRSROLWLFDO WHQVLRQV YRODWLOLW\ DQG XQHNUDNDE RIWS\RAUUW KRIHW SR OEW W RSID
PDUNHWYV LQ ZKLFK ZH FRPSHWH DQG WKH ZRUOG HFRQRP\

" WKH HYROYLQJ PDUNHW, IRUSPER G XWWHNVZ LW K
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' RXU FRPSOH[ JOREDO VXSSO\ FKDLQ VXSSRUWLQJ RXU PDQXIDFWXULQJ IDFLOLWLHY DQG LQFRUSRUDWLQ
RU VKRUWDJHV

SURGXFW GHIHFWV HUUDWD DQG RWKHU SURGXFW LVVXHV SDUWLFXODUO\ DV ZH GHYHORS QH[W JHQHU
SRWHQWLDO VHFXULW\ YXOQHUDELOLWLHY LQ RXU SURGXFWYV
' LQFUHDVLQJ DQG HYROYLQJ FA\AEHUVHFXULW\ WKUHDWYV DQG SULYDF\ ULVNV
' ,3ULVNV LQFOXGLQJ UHODWHG OLWLJDWLRQ DQG UHJXODWRU\ SURFHHGLQJV
" WKH QHHG WR DWWUDFW UHWDLQ DQG PRWLYDWH NH\ WDOHQW
VWUDWHILF WUDQVDFWLRQV DQG LQYHVWPHQWYV
VDOHV UHODWHG ULVNV LQFOXGLQJ FXVWRPHU FRQFHQWUDWLRQ DQG WKH XVH RI GLVWULEXWRUV DQG
' RXU GHEW REOLJDWLRQV DQG RXU DELOLW\ WR DFFHVV VRXUFHV RI FDSLWDO
' FRPSOH[ DQG HYROYLQJ ODZV DQG UHJXODWLRQV DFURVV PDQ\ MXULVGLFWLRQV
' FDWDVWURSKLF HYHQWYV
IOXFWXDWLRQV LQ FXUUHQF\ H[FKDQJH UDWHYV
FKDQJHV LIHRWUYHHI WD[ UDWH DQG DSSOLFDEOH WD[ UHJLPHYV
' HQYLURQPHQWDO KHDOWK VDIHW\ DQG SURGXFW UHJXODWLRQV DQG
' RWKHU ULVNV DQG XQFHUWDLQWLHY GHVFULEHG LQ WKLV )RUP . DQG LQ RWKHU GRFXPHQWYV ZH ILOH |

*LYHQ WKHVH ULVNV DQG XQFHUWDLQWLHY UHDGHUV DUH FDXWLRQHG QRW WR SODFH XQGXH UHOLDQFH R¢
WKH YDULRXV GLVFORVXUHV PDGH LQ WKLV )RUP . DQG LQ RWKHU GRFXPHQWYV ZH ILOH IURP WAFPWH RWRU VEIX

8QOHVYV VSHFLILFDOO\ LQGLFDWHG RWKHUZLVH WKH IRUZDUG ORRNLQJ VWDWHPHQWY LQ WKLV )RUP . GR
EXVLQHVV FRPELQDWLRQV WKDW KDYH QRW EHHQ FRPSOHWHG DV RI WKH GDWH RI WKLV ILOLQJ ,Q DGGLWL
H[SHFWDWLRQV DV RI WKH GDWH RI WKLV ILOLQJ XQOHVV DQ HDUOLHU GDWH LV VSHFLILHG LQFOXGLQJ HI!
EH UHSXWH B®RHQRW XQGHUWDNH DQG H[SWHR/XSGOWHFORER DWDEKWHQWY ZKHWKHU DV D UHVXOW RI QHZ 1
WR WKH HfTWHQW WKDW GLVFORVXUH PD\ EH UHTXLUHG E\ ODZ

1 RW 5 HIDWEQ) 7KILEG 3 DWWV, QIRP DIRQ

7KLV )RUP . LQFOXGHV PDUNHW GDWD DQG FHUWDLQ RWKHU VWDWLVWLFDO LQIRUPDWLRQ DQG HVWLPDW!
UHVHDUFK ILUPV DQG RWKHU LQGHSHQGHQW VRXUFHV DV ZHOO DV PBHQPEHEBPHQN WKRIZ® JRRIGJ GD & W/ K WHVIWNH ¥
QRW LQGHSHQGHQWO\ YHULILHG WKH XQGHUO\LQJ GDWH VRSREWY FPRGO/ RRVKRIORSKHY LFDWVYRINF SWHIRQWQFHC
ZHUH QRW FRPPLVVLRQHG E\ XV ,QIRUPDWLRQ WKDW LV EDVHG RQ HVWLPDWHYV IRUHFDVWY SURMHFWLRQ\
DFWXDO HYHQWYV RU FLUHFXP\DWHUAHDW ODVWRAR HYHQWY DQG FLUFXPVWDQFHVY UHIOHFWHG LQ WKLV LQIRUPD\

JQMOSUF QMR ) B{5$1 * DXG \WH,QMOBRIR 7 KXQEHIERWNDQG \WH 7 KXQGHERGBIR |, QMOY3 UR DQG ;. HRQ DUH WDGHP DUW RI, QIMO& RUBRUDMRQ RUIW VXEMIGIDUHYV

2 WHUGQDP HV DQG EIDQGV P D\ EH FOIP HG DV WH SURSHW R RKHY
$ YDIOEIOW R &RP SDQ. ,QRP DIRQ

H XVH RXU ,QYHVWRU 5HAYD W WREQE/RZB EARXMH. QH FKDQQHO IRU GLVWULEXWLRQ RI LPSRUWDQW DQG RIWHQ
DQQXDO HDUQLQJV UHVXOWY DQG SUHVHQWDWLRQV SUHVV UHOHDVHY DQQRXQFHPHQWYV LQIRUPDWLRQ DI
HYHQWYV ILQDQFLDO LQIRUPDWLRQ FRUSRUDWH JRYHUQDQFH SUDBWRF$RV\D ®RX F R UG RYDWRIQUW K BR @ WIERLLG
HOHFWURQLFDOO\ ILOHG ZLWK RU IXUQLVKHG WR WKH 6(& LQFOXGLQJ RXU DQQXDO DQG TXDUWHUO\ UHSF
DQ\ DPHQGPHQWYV WRS$®®& RAXF K HHHRRWADWLRQ LV DYDLODEOH IUHH RI FKDUJH 2XU ,QYHVWRU 5HODWLRQV Zt
PDLO DOHUWYV ZKHQ ZH SRVW ILQDQFLDO LQIRUPDWLRQ DQG LVVXH SUHVV UtH GIQIFRXY DD B G. QWRHWHIFMLIY Gl $ B U
,QYHVWRU 5HODWLRQV ZHEVLWH LQ DGGLWLRQ WR RXU ILOLQJV ZLWK WKH 6(& WR WLPHO\ UHFHLYH LQIRUP




2yduyiedz @}

:H DUH D JOREDO GHVLIJQHU DQG PDQXIDFWXWH&3RBRY \DHFA. RRVKGIUF WHRRLERRGXFWRU VROXWLRQV WKDW ZH GF
LQFRUSRUDWHG LQ FRPSXWLQJ DQG UHODWHG HQG SURGXFWV DQG VHUYLFHV DQG XWLOL]JHG JOREDOO\ E\
SULPDULO\ LQFOXGH 2(0V 2'0V &63V DQG RWKHU PDQXIDFWXUHUV DQG VHUYLFH SURYLGHUVH PREKN BW D@GE
SURGXFWV WKURXJK D FRPELQDWLRQ RI GLUHFW VDOHV WKURXJK RXU JOREDO VDOHVY RUJDQL]DWLRQ DQG 1

$v D 8 6 EDVHG LQWHJUDWHG BB VI1I0JQ @ (DGGDWWRQHWR GHVLIJQLQJ &38V DQG RWKHU VHPLFRQGXFWRU SURC
PDQXIDFWXULQJ SURFHVV WHFKQRORJLHV RU QRGHV DQG DGYDQFHG SDFNDJLQJ WHFKQRORJLHYV DQG SUH
DVVHPEO\ DQG WHVW IDFLOLWLHYV PB Q@URI WKHFR@WHFR® SDKH EGGHUWDNLQJ UHVHDUFK GHVLJQ DQG GHYH
VHPLFRQGXFWRU PDQXIDFWXULQJ WHFKQRORJLHV DQG KLJK YROXPH PDQXIDFWXULQJ RI ORJLF VHPLFRQGXF
FRPSDQ\ IURP ERWK D QDWLRQDO HFRQRPLF DQG QDWLRQDO VHFXULW\ SHUVEHFWKYH G, @ [DWG/G\L MR IXR®E WARV PID
FXVWRPHUVY DQG DLP WR HVWDEOLVK WKLV EXVLQHVV DV D OHDGLQJ HIWHUQDO IRXQGU\

2xu 6wupbwHo\ _____________________________Ji

JRU PRUH WKDQ \HDUV ZH KDYH FRQWULEXWHG WR WKH DGYDQFHPHQW RI FRPSXWLQJ WHFKQRORJ\ WKDW
WUDQVIRUPLQJ RXU EXVLQHVV WR PHHW WKH GHPDQGYV RHH SIFFL 8 O WHFR Q RIORU MFHDFK B RDRIN O®\@QB®PHE B SHX V
FRPSHWLWLRQ FRQWLQXH WR VKDSH WHAXVHPUHRQGXHYWR U DECKYWWQAFHG VHPLFRQGXFWRU VXSSO\ FKDLQ k
FRQWLQXLW\ RI RSHUDWLRQV IRU JOREDO HQWHUSULVHV JRYHUQPHQWY DQG FRQVXPHUV ZKLOH PHHWLQJ

:H DLP WR EXLOG D QHZ ,QWHO IRU WKH IXWXUH XQGHUWDNLQJ DQ HQWHUSULVH ZLGH WUDQVIRUPDWLRQ \
RIHULQJV LQ WKH FRPSOH[ KLJKO\ FRPSHWLWLYH DQG UDSLGO\ HYROYLQJ WHFKQRORJ\ ODQGVFDSH ,Q
E\ WKH IROORZLQJ

" VLJIQLILFDQWO\ LQFUHDVHG FRPSXWH GHPDQG SDUWLFEODPRONORWDGY¥8 VIVWHPYV GULYHQ E\ JHQHUDW
' DQ H[SDQVLRQ LQ$WEKRUW CSRIYOGRHFKQRORJLHY DUH DGRSWHG DFURVYV LQGXVWULHYVY DQG DSSOLFDWLRQ
' D 3& PDUNHW GULYHQ E\ XVHU UHIUHVKHY, WBBWEUBVYWQWWGHIQR R HYXBGEUMWIIRU :LQGRZV DQG DJLQ

LQFUHDVHG GHPDQG IRU VHFXUH DQG JHRJUDSKLFDOO\ GLYHUVLILHG VXSSO\ FKDLQV LQ D SHULRG RI

:H H[SHFW WKHVH WUHQGV WR FRQWLQXH LQ DQG I XWX UWHHFKIRO RZLLVAK DREQ WV Q XOL@ L UBSH BVD G B SYXIPRE® |
GHPDQG DFURVV D 10 QRASMERLXP RIQFO %G QUQIHQHQ DM LBDEHR WK LRDRP WUDGEWEB@WDOFBQWHUY WR QHWZ
HQYLURQPHQWY DQG FIB IB-HD& HIMHS BIKBVHQWY D JHQHUDWLRQDO VKLIW LQ FRPSXWLQJ UHTX6R\WQJ&DBSYDMQ 8 R
PXOWL \HDU VWUDWHJ\ LV GHVLIJQHG WR HQDEOH XV WR SDUWLFLSDWH LQ WKH H[SDQGLQJ PDUNHW DQG LQ
ZDIHU PDQXIDFWXULQJ DQG DGYDQFHG SDFNDJLQJ 2XU VWUDWHJI\ LV FHQWHUHG RQ IRXU FRUH SULRULWLH

7UDQVIRUPLQJ N EHPRPHXDGO HQJLQHHULQJ IRFXVHG FXVWRPHU FHQWULF RUJDQL]DWLRQ WKDW SULRI
PDQDJHPHQW

" S5HYLWDOL]LQJ WK HWKDMFRRUVGHIFPDGHY KDV EHHQ RXU IRXQGDWLRQ RI OHDGHUNHKILSY JVG\D B WIXEE RQ\E B
JHQHUBWEZRQNORDGY VXSSRUWHG E\ RXU 8 6 EDVHG OHDGLQJ HGJH VHPLFRQGXFWRU SURFHVV WHFK!
*URZLQJ RXU H[WHUQDOZIKRHKDHG Z2H EDUPL WIRVOHYHUDJH RXU 8 6 EDVHG FDSDELOLWLHV LQ OHDGLQJ HGJ}
PDQXIDFWXQWLOEYDQFHG SDFNDJLQJ WR EHFRPH D WUXVWHG IRXQGU\ SDUWQHU WR WKLUG SDUW\ VHP
LQ FDSLWDO LQWHQVLYH 8 6 EDVHG OHDGLQJ HGJH 5 ' DQG PDQXIDFWXULQJ DQG

" ([SDQGLQJ RXU PDUNHEN REYRUWXQQIWRKY HQJLQHHULQJ DQG GHVLJ@6HRYHD QG \*H 8W R RALH F KO\ B PSXUNS RA
LQFUHDVLQJ GLGHUYIHWQ\ RRPSXWH ZRUNORDG YV

2 YHNHZ DQG 2 XUB WDWI\




2XU BULRULWLHYV

7WDQVRWP 1QJ) 2 XU XEMUA

:H DUH XQGHUWDNLQJ DQ HQWHUSULVH ZLGH FXOWXUDO WUDQVIRUPDWLRQ DLPHG DW UHHVWDEOLVKLQJ HI
DQG GLVFLSOLQHG H[HFXWLRQ DQG UHVWRULQJ VWURQJ ILQDQFLDO PDQDJHPHQW ,Q ZH VLPSOLILHG R
WHDPV WR DFFHOHUDWH GHFLVLR(HPBNKDIQDBEG DQKROIWHICRIHG WR LQF UHDVHPW U R QN RSHUPRHIRE® OFHI FE0Q
FROODERUDWLRQ DQG SURGXFW GHYHORSPHQW DQG ORZHU H[SHQVHYV

:H DOVR LPSOHPHQWHG D GLVFLSOLQHG ILQDQFLDO D SSRID EKH WW HAX DORUYLR XA UF I B/LUNDIMCH 1 IQFY 1S U WRBIQWNH ¥ |
GHPDQG VLIJQDOV DQG ZH FRQWLQXHG MR VPR QHWLRQY RDQU ARGWHVDYYH®& WR VKLIW XV WRZDUG D PRUH DJLOH
DOORFDWLRQ DQG VXSSRUW ORQJ WHUP YDOXH FUHDWLRQ IRU FXVWRPHUV SDUWQHUV DQG VWRFNKROGHU
IRXQGDWLRQDO VWHSV WR SRVLWLRQ XV IRU VXVWDLQHG SHUIRUPDQFH DQG FRPSHWLWLYHQHVYV

5HYMIQ IQ) WH[  ( FRA AP

2XU [ DUFKLWHFWXUH DEGLOQHYKDNGE B8 RHG DV D IRXQGDWLRQDO FRPSXWLQJ SODWIRUP IRU RYHU IRXU 1
DSSOLFDWLRQV DQG HQDEOLQJ D KHWHURJHQHRXV HQYLURQPHQW IURP ZKLFMKB BIHGIEVS Q B DHY VDIS@BIYIER QRRY
DQG UHODWIHG K3BVRDQG HVWDEOLVKHG VRIWZDUH HFRV\VWHP FRQWLQXHV WR SURYLGHH QWPDRS HRDELIOE\
DQG DGYDQFLQJ RXU[ SURGXFW SRUWIROLR WR PHHW HYROYLQS$, PDUH®WL@GE HSEYY LLRIF® X GL I 1 QK B R B XFWHIG
VROXWLRQV WDLORUHG WR FOLHQW DQG GDWD FHQWHU SODWIRUPV LQFOXGLQJ RXU QH[W JHQHUDWLRQ FC
HILFLHQF\ DQG SHUIRUPDQFH WR %/ X5@REWH G H R/UN-ORDUBAMIIDR/@V B 8 (FEIGIFHG D VW UDW H J LW RS B B VGOV BI\OKRLSS 2L
DQG GDWD FHQWHU SURGXFWV FRPELQLQJ RXUS$[, D&QIB DHAKOZHRIDRN H B VF R PTSMWRRIQSFDESMEDR W LWQHW LQWHQG H
JHQHUDWLRQV RI SURGXFWV IRU K\SHUVFDOH HQWHUSULVH DQG FRQVXPHU PDUNHWYV EDVHG RQ WKH [ DU

:H SDLU RXU [ &38V ZLWK *38V ,38V 138V DQG RWKHU DFFHOHUDWRUV GHVLJQHTKMWR KRBWH. PR JH GHIRIX R UIPIX
WR GHOLYHU FRPSXWH SODWIRUPV WKDW PDWFK WKH VSHFLILF UHTXLUHPHQWY RI LQIHUHQFH WUDLQLQJ D
$, FDSDELOLWLHYV DFURVV 3&V ZRUNVWDWLRQV DQG HGJH GHYLFHV VXSSRUWHG&E) GEHXKNE GHRW \ \RWY BVPNKEIDIVWY
LQWHJUDWHV [ &38V ZLWK DFFHOHUDWRUYV DQG FXVWRP VILELARW WRIVRYSRUXFWEXKDBDEOH UHOLDEOH DQC

7KH FRPSHWLWLYHQHVVHRLAXV GHRISAEWR RIDFFHVV WR PDQXIDFWXULQJ FDSDFLW)\ R @ IOHDGIKRX WGW K HQ R G\HW
FRPSDQ@H KDYH LQYHVWHG VLJQLILFDQW FDSLWDO UHVRXUFHV WR FRQWLQXDOO\ GHYHORS QHZ JHQHUDWLR
VHPLFRQGXFWRU ORJLF FKLSV XWLOLJLQJ VXFK QRGHV 2XU UH O HJFWB® V\V DSXE FARMUHE R VP KU RWKHH W/ IKIHP LSHRUQ ¢
SURFHVV KDV HQDEOHG XV WR UHGXFH WKH FRVW RI D VHPLFRQGXFWRU ORJLF FKLS E\ VKULQNLQJ LWV VL]I
FRPSHWLWLYHQHVV WKURXJK KZX ¥ HR @W DQYH 8 VBRWUW \GHQW RWVXFK LPSURYHPHQWYV LV HVVHQWLDO WR RXU D
FXVWRPHU UHTXLUHPHQWY DFURVV FRPSXWLQJ VHJPHQWY DQG ZH KDYH PDGH VXEVWDQWLDO SURJUHVV LC
PDQXIDFWXULQJ SURFHVV WHFKQRORJLHV ,Q ZH UHOHDVHG RXU LQLWLDO ,QWHO &RUH 8OWUD 6 FWLRFH
WHFKQRMAVMQQWURGXFHV WZR LQGXVWU\ ILUVWV LQ KLJK YROXPH VHPLFRQGXFWRU PDQXIDFWXULQJ JDWF
3RZHWD H: H[SHFW ,QWRHOHU$H DV WKH PDQXIDFWXULQJ SURFHVV IRU PXOWLSOH JHQH UDWR @O RR FERWD WD)
GHYHORSPHQW RI ,QWHO $ RXU QH[W JHQHUDWLRQ QRGH ZKLWFIKQK DWVREHH\HGBDIO) G B BWERRA XK EIVHER Q $0F
LQQRYDWLRQV WR ,@MAIOrHY IXUWKHU LPSURYHPHQWY LQ SHUIRUPDQFH SHU ZDWW DQG GHQVLW\ VFDOLQJ

:H UHPDLQ FRPPLWWHG WR DGYDQFLQJ OHDGLQJ HGJH VHPLFRQGXFWRU SURFHVV WHFKQRORJ\ DQG PDQXIC
HGJH VHPLFRQGXFWRU ORJLF 5 ' DQG UHODWH G KWHQ &RDK RIMH P D QX ID OWMPGL@I GHYHORSHU RI VHPLFRQGXF
RI VHPLFRQGXFWRUV DQG ZH SODQ WR FRQWLQXH PDQXIDFW XU L QK LW KIH) WBIM B DWW 'G RD SRHYUR B B R GXFOBY HD RE
SHUIRUPDQFH DFFHOHUDWH WLIRH LR WDUMRWPEHE® FRKYWHRPHU GHPDQG ,W DOVR SURYLGHV VW U D WHM.@ WIE
LQ SURFHVV WHFKQRORJ\ FDSDELOLWLHY DQG DGYDQFHG SDFNDJLQJ SURYLGHV LQFUHDVHG VXSSO\ UHVLO
VHPLFRQGXFWRU PDQXIDM\KHI GBY HORZSPHHIW DQG PDQXIDFWXULQJ RI PRGHUQ OHDGLQJ HGJH SURFHVV WHF
L QWHO ,QWHO ,QWKRG |$WXQMHORGHY UHTXLUH VXEMMYGWOLHIDGERS LMEIG! ISQRHFWW P HOMFKQRORJLHYV DUH
SURGXFWV EXW WKHLU FRVW VWUXFWXUH UHTXLUHV PDQXIDFWXULQJ YROXPHV EHLRQBQEBROWI BW R]SWM K WV I
LQ ZH VWUHDPOLQHG RXU IRRWSULGMWH QR IDRSG) K VM W 5l i UDOVLIRQIDIDS B F WL ZLLWWLKD I/ @I \E L\ K 51 DRARHG/ REGI PGS |
DVVHPEO\ DQG WHVW RSHUDWLRQV LQWR RXU RWKHU IDFLOLWLHV ZKLFK ZH H[SHFW WR EH FRPSOHWHG E\
IDFLCRWIDE DQG GLVFRQWLQXHG SODQQHG H[SDQVLRQV LQ *HUPDQ\ IDEHD@Q®RBRQDAG WIDM RE @\HDINUEH VXIQ'
H[WHUQDO IRXQGU\ FXVWRPHU IRU ,QWHO $ ZH PD\ SDX)/QIGRUXGEMFR QW IOHCHE R IS WH SSILVR ARH V, @ WWHHE K R O
RYHU WLPH WR VKLIW PDQXIDFWXULQJ WR6 WK LIDG D GW Y HRORGGSU R G X 5W Y WR EX@BD AN EGHH R Q GD M MYHHO Q RIG H

2 XUB WDWJ\




* RZIQ) 2 XU( [ \MEDO) RXQAY %XMQHW

,Q UHFHQW \HDUV WKH FRVW RI GHYHORSLQJ OHDGLQJ HGJH VHPLFRQGXFWRU SURFHVV WHFKQRORJLHV DQ
VLIQLILFDQWO\ DQG RXWSDFHG WKH JYR DNKHMX WU 8B RESHWRY HE XM HWVQD QFLDO YLDELOLW\ RI RXU FRQWL
WHFKQRORJLHY DQG WKH XWLOL]DWLRQ RI RXU PDQXIDFWXULQJ DVVHWYV D IHZ \HDUV DJR ZH VWDUWHG WU
EHHQ GHVLJQHG WR VHUYH RXU LQWHUQDO SURGXFW JURXSVY LQWR D FXVWRPHU FHQWULF IRXQGU\ EXVLQH
VWUDWHJI\ ZDV DOVR GHVLJQHG WR HQDEOH XV WR SDUWLFLSDWH LQ WKH LQFUHDVLQJ GHPDQG IRU 8 6 ED'
FKDLQ 6LQFH WKDW GHFLVLRQ GHPDQG IRU OHDGLQJ HGJH IRXQGU\ FDSDFLW\ KDV LQFUH®,VHEUNORID.GIVF D¢
H[SHFW FRQWLQXHG LQFUHDVHV LQ VXFK GHPDQG LQ IXWXUH \HDUV :KLOH ZH KDYH IHZ Hf]WHUQDO FXVWRP
IRU RXU EXVLQHVV DQG RQH WKDW ZH DLP WR KDYH PRUH VXFFHVV ZLWK DV ZH PRYH WR PRUH DGYDQFHG C

$Q H[WHUQDO IRXQGU\ EXVLQHVV LV EN LOWW RID W KHWKWDLVY FELFS@LIHRUIMEIRMMDIQ G XKL KWL HOG PDQXIDFWXULQJ
UHWDLQLQJ H[WHUQDO IRXQGU\IAXYQWRPHQOFOXGH IRXQGRRPERIRQHQWY ZDIHU IDEULFDWLRQ DGYDQFHG SDFN
.Q ZH UDPSHG LQWROKL3K YROXPH SURGXFWLRQ DQG DUH VHHNLQJ WR HVWDEOLVK LW DV RXU ILUVW VL
HQKDQFHG RSHUDWLRQDO SURFHVVHY DQG TXDOLW\ VIVWHPV WR PHHW DVXG® FRQRULRXW & W Q QB DW G JHL © HFM
RXU PDQXIDFWXULQJ QHWZRUN DFFHVVLEOH WR WKLUG SDUW\ H[WHU Q& FEXV WRPRIFHN \L GHYX GQ QUL WXSB & G \!
,3WKDW FXVWRPHUV FDQ XWLOL]H H\D DHSDEWL R H@\KWH HNLIQVLERYWR POIRE HRUKRKK LYWROUH | LQW WOQR$SH GHVL
RIHULQJ WR H[WHUQDO FXVWRPHUV

([ SDQAQJ 2 XUO DUNH2 SSRUNMQUEA

:H DLP WR OHYHUDJH RXU HQJLQHHULQJ DQG GHV$6,@ W [B3GIG WEsN\H IWB BXW\M R RIS US/X W KRR G GELEH \GAW K # QH FRP G G
ZRUNORDGV ,Q ZH XQLILHG RXU KRUL]JRQWDO HQJLQHHULQJ IXQFWLRRNH VQDFR OV VIBERW E O B SHRERIQ Y6 W VY
('$ WRROV DQG GHVLJQ SODWIRUPV WR KHOS XV GHOLYHU WKH FRPE L ®DIRUIRNORIDGYI UDKVFE K XUFRVIXKU I HD @ Q W/HR!
PRGHOV DQG FRPSXWH W\SHV :LWK WKLV QHZ LQWHUQDO FRQVRE6DWQE RV EDS NEUYILWHMVE XAH QBOVR D RF
D EURDG UDQJH RI H[WHKH DRDFEXUWRFRHERWK H[WHQG W KH) B HDHFKHRIDRM IRKBUGHVLI® VWUHQJIJWKY WR GHOLY
SXUSRVH WR ZRUNORDG RSWLPL]HG FRPSXWLQJ

,QIHUBQFBIIH®WLEG SK$YZRWAWORDGY DUH UDSLGO\ HPHUJLQJ DUHDV WKDW ZH H[SHFW PD\ XOWLPDWS$,0\ UH¢
ZRUNORDGV WKDW KDYH E$HQHWK G RFRQRRRIH DWRIDWKI RY H UH VDK @/RV 8D IHZQHD VY W:-K DQ DUUD\ RI LQFXPEHQW D
HPHUJLQJ DUHDV DQG SRVLWLRQ RXU [ SODWIRWOWR EH WKH 5D $\0 DRLIRW HRL @ KRRLHFWH - HPHUJLQJ DUHDV W
$, 3&¥YUF *38V DQG RXU RSHQ VRIWZDUH VWDFN DV ZHOO DV E\ GHYHORSLQJ VXFFHVVLYH JHQHUDWLRQV RI
HQKDQFHG PHPRU\ DQG EDQGZLGWK WR PHHW HQWHUSULVH QHHGV

JLOQODGRXW VWUDWHI\ LQFOXGBQGRRERLQHYB RXIPHBQW FDSDELOLWLHYV ZLWK RXU OHDGLIHUHQWL. PWE %I DRW XIX
VHPLFRQGXFWRU VROXWLRQV

2 XUB WDWI\




2XU % XVLQHVYV

:H DUH D JOREDO OHDGHU LQ WKH GHVLJQ DQG PDQXIDFWXULQJ RI &38V DQG RWKHU VHPLFRQGXFWRU SURC(
ZKLFK LQFOXGHV RXU &&* DQG '&$%$, RSHUDWLQJ VHIPHQWY DQG DUH PDQXIDFWXUHG E\ RXU ,QWHO )RXQGU\
VHIPHQW IHQWWRVRIPLFRQGXFWRU GHVLJQ DQG PDQXIDFWXUHQIHWHW\DLIFHH R XV RVEDXQBHIN@OUB G X VW RRWYVD QG RW kK
EXVLQHVY DQG H[HFXWH RXU VWUDWHJILF SULRULWLHV

:H UHSRUW RXU EXVLQHVV UHVXOWYV LQ WKUHH UHSRUWDBEDEGIMNPRIQ W\R W &H VK $U) HDSRG WIDNEKD® \REKIPGIREW VF
QRW D UHSRUWDEOH VHIPHQW 2Q 6HSWHPEHU Z$-D WHRERISID IH W K E/OWE Bl W@ Y HVMHY XWXWHRR IRSHRIDWLRQV Z
FRQVROLGDWHG RU ¥6IWHHI@W UHERQWIMDO UHVXOWV ZHUH UHSRUWHG ZLWKLQ RXU DOO RWKHUWKHRDWHIRH\QI
FKDQJHV WR RXU &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV RU VBIPMIQWD UVHYXQWD/F WRILR Q Q ¥ ISIURLKR U VS UL IGK

QB IRGXFW

,QWHO 3URGXFWV FRQVLVWYV VXEVWDQWLDOO\ RI WKH GHVLJQ GHYHORSPHQW PDUNHWLQJ VDOH VXSSRU\
RSHUDWLQJ VHIPHQWYV &&* DQG '&$,

&&*
2 YHYHZ

&&* GHOLYHUV SODWIRUPVY DQG SURFHVVRUV WKDW SRZHU 3&V DQG HGJH GHYLFHV HQDEOLQJ HQKDQFHG S
PDUNHWYVY ZLWK FDSDELOLWLHV WKDW DOVR®, KSR\RVW H-HWDWOW KR GIOUWU RO GRERMWUFFXDWEPHUYV LQFOXGH
DQG UHODWHG GHYLFHV 2XU SODWIRUPV DQG SURFHVVRUV DUH LQFOXGHG LQ SURGXFWV VROG WR FRQVXP
ILQODQFH DQG JRHHD@BHRW GHPDQG IRU GHVNWRSV$, BRWHERRON B[E® GICHYILQWR HGIH FRPSXWLQJ PDUNt
SURYLGHUV DQG LQGHSHQGHQW VRIWZDUH YHQGRUYV

0 DUNHW UHQGY

7KH 3& PDUNHW LQ ZDV GULYHQ E\ D KDUGZDUH UHIUHVK F% B VLR® G HD$ B G GLHPID TG 0 8 B DR Q GRSV
:LQGRZV DQG DJLQJ GHYLFHV IURP WKH &29," EKDOGIURKH B QW BRIGHKIFS\DER RWLMY DOVR FRQWULEXWHG WR
VRXJKW SRZHUIXOF IHFHIZHW JAHWWHPVYV IRU SURGXFWLYLW\ DQG HQWHUWDLQPHQW ZKLOH HQWHUSULYE G LAVRICRHLL
HGXFDWLRQDO LQVWLWXWLRQV LQFUHDVHG 3& DG R $IWELIRQE HMBYWHLIFHMOODLLRID Z QOKDY bk RVIMOCH 7 BAHD) BB  ID IURN_HOW W
WUHQGYV WKURXJK RXU ODWHVW DQG IXWXUH JHQHUDWLRQV RI ,Q%/H®&BEHOZOM HD B QR FHMKRINUGRIVE DQIFE

&RP SHIMRQ

&&* V SULPDU\ FRPBHWKMAKUOULWH XV GHVLJQV SURFHVVRUV EDVHG RQ WKH [ DUFKLWHFWXUH &OLHQW &38
SODWIRUP IRU WKH PDMRULW\ RI 3&8V HQDEOLQJ D KHWHURJHQHRXV HQYLURQPHQW IURP DEVRK DFB8HHSI @LQI
FRPSHWLWLRQ IURP FRPSDQLHV WKDW Gbi5V LD QF&WU RHHFWWRIIS/O BARFIKVEKRIQVW KOHVHULHY SURGXFWYV 4XDOFRPP Z
OHGLHN ZLWK LWV .RPSDGILRSSHURGKHF WY D KLIJIKO\ FRPSHWLWLYH PDUNHW DQG H[SHFW WKLV HQYLURQPHQW

&S,
2 YHYHZ

‘&%, GHOLYHUV ZRUNORDG RSWLPL]HG VROXWLRQV EDVHG XSRQ RXS, [DFB HBKIWDMARNU H ISR $EERWD DAEE BEHL/
SHUIRUPDQFH DQG VFDODELOLW\ IRU FORXG HQWHUSULVH WHOHFRPPXQLFDWLRQ DQG +3& HQYLURQPHQW\
FXVWRPHUV LQ WXUQ VHOO WR PXOWLQDWLRQDO FRUSRUDWLRQV VPDOO DQG PHGLXP VL]HG HQWHUSULV
VHUYLFH SURYLGHUV DQG JRYHUGQFHQ®J W ®WHWAEKWYL JAXHG' 88R RKXSSERUW QBIO WRIUNORQG\WQMWZKRDNLQJ DQG HG
FRPELQDWLRQ RI KDUGZDWHLDQ® VRIWZDUH RI

2 XUoMCHW




7DE®I Rl & ROMOW

0 DUNHW UHQGVY

7KH GDWD FHQWHU PDUNHW LQ FRQVLVWHQW ZLWK WKH ODVW IHZ \HDUV ZDV GUBY D@ R WD SGG XRVR E DH
VSDQQLQJ HQWHUSULVH GDWD FHQWHUV WR HGJH HQYLURQ P HBIWW\Q WK D QHUG Y MWUKF W B BIHDY G © &H DDA QFFY
H[SDQG ZLWKLQ EXVLQHVV RSHUDWLRQV 2UJDQL]DW LIR8VHORK RO X¥\WDRQE R PBRXOUH DQGLBQ HFRASKIH[LW\
VIVWHPNURIG E\ FHUWDLQ RI RXU FRPSHWLWRUV WR, RRQEOR [FRWP SKMH & HDW \WIKIH) H UDHAQLWHH R1 &38 LQYHVWPH
FHQWHU &38 PDUNHW LQ ZKLFK ZH FRPSHMOL WP VLQWE L QWHWBO L QWHJUDWLRQ RI KDUGZDUH DQG VRIWZDU!|
WKHVH WUHQGY WKURXJK SURGXFW GHYHORSPHQW LQYHVWPHQWY LQ KHWHURJHQHRXV FRPSXWH QHWZWR®!
GHSOR\HG DW VFDOH

&RP SHIMRQ

‘&%, FRPSHWLWRWOV ZBEEKXWLOL]JHV WKH [ DUFKLWHFWXUH DQG FRPSHWHV ZLWK XV DFURVV WKH IXOO VS|
*38 VIVWHPV VXFK DV 19,',$ ZKRVH *38 VIVWHPV KDYH H[SHULHQFHGZW KN XRD KN VR\D G FEHE & ALH) WWKKH GCRRIINHY
GHPDQG FRPSDQLHV GHYHORSLQJ WKHLU RZQ FXVWRP VLEPAFRQ@ PFQROGBLQH WD @\QG DH BV RY B HW VDVXG K BW K
GHYHORS5QLQDQG 5,68YHG SURGXFWYVY WDLORUHG VR ARHFQRLFO®@ N W OF R PIONWHH DIOGEK % U REBGE& R S H Q HDIRIS FEEKGHW
H[SHFW WKLV FRPSHWLWLYH ODQGVFDSH WR FRQWLQXH WR HYROYH DQG WR EHFRPH LQFUHDVLQJO\ LQWHQ

QMO RXQAY
2 YHEZ

,QWHO )RRRBIVWLVHG RI WHFKQRORJ\ GHYHORSPHQW PDQXIDFWXULQJ DQG IRXQGU\ VHUYLFHV GHYHORSV C
SDFNDJLQJ WHFKQRORJLHYVY DQG SURYLGHV PDQXIDFWXULQJ DVVHPEO\ DQG WHVW DQG DGYDQFHG SDFNDJL
SODWIRHPARQWLQXH WR LQQRYDWH DQG DGYDQFH OHDGLQJ HGJH VHPLFRQGXFWRU SURFHVV WHFKQRORJ\ D
ERWK OHDGLQJ HGJH ORJLF 5 ' DQG KL JK EYHRGDHPYHH FROQMN LB & LAHEJIH LW IURP RXU VI\VWHPV RI FKLSV FDSDEL
OHDGHUVKLS DQG JOREDO RSHUDWLRQDO VFDOH $WXSIRIWVW R ® EQ 1BDWROR XD/AMO GRH VR X Q HPRNOVYRKR GU\ EXVLQH
BURGXFWV KRZBWHURIQJ RXU ,QWHO )RXQGU\ VHUYLFHV WR HI[WHUQDO FXVWRPHUV DQG DLP WR GHYHORS D

0 DUNHW UHQGVY

,Q WKH VHPLFRQGXFWRU IRXQGU\ PDUNHW, 20Q/G VIKIDDKHEH B\l RIDSD G FHJ R NI QS SARIUFNDOWRR®YW GURYH GHI
FRPSXWDWLRQDO SHUIRUPDQ FIHF DIQ@FRHIHVUHDW BQ Z HDUVHKKILIW LQ VHPLFRQGXFWRU GHVLJQV IURP WUDGLWLRQ
LOQOWHUFRQQHFWHG FKLSOHWY RSWLPL]JHG IRU VSHFLILF ZRUNORDGY DQG LQWHJUDWHG WKURX3W V& ¥D\QIFFHHE
FXVWRPHUVY DQG PDQXIDFWXUHUYV DUH UHFRQILJXULQJ VXSSO\ FKDLQV WR HQKDQFH UHVLOLHQF\

7KH FDSLWDO LQWHQVLW\ Rl OHDGLQJ HGJH VHPLFRQGXFWRU PDQXIDFWXULQJ KDV LQFUHDVHG VLJQLIOAPQ
FRPSHWLWLRQ WR RQO\ D IHZ LFFL.GHQIY PWDDHHLL\R R KRR\ LQ S HU I REUIPHDEAHD GREWRYWHE HVY ZHUH DFKLHY
WUDQVLVWRU VFDOLQJ WROH)¥BHEOVEJIGAHROMIWQXHY DW DGYDQFHG QRGHV PDQXIDFWXUHUV QRZ FRPSOHPHC
DUFKLWHFWXUHV DQG QHZ WUDQVLVWRU GHVLJQM FMLR GHOIBMEMOLGIE HWAR QDE 8QUI RUMKUMHH FREFEDIDQBY W
6DPVXQJ LQYHVWLQJ LQ QP OLWKRJUDSK\ DQG QH[W JHQHUDWLRQ WUDQVLVWRU D U FLKFLLVH QW XRIUH W MPR.

FKLSV /HDGLQJ HGJH IRXQGULHV VHHN WR DPRUWL]H WKHVH LQYHVWPHQWY RYHU H[WHQGHG SHULRGV LQl
IURP WKH PRVW SHUIRUPDQW WUDQVLVWRUV DQG ODWHU SULRULWL]LQJ HDIVGHWRIQGEHWIR] Q GGAEH ¥ R VWK R 8 W IWPU
LQYHVWPHQW LQ RXU OHDGLQJ HGJH SURFHVV WHFKQRORJLHV SDFNDJLQJ LQQRYDWLRQ DQG HFRV\VWHP S

&RP SHIMRQ

,QWHO )RXQGU\ FRPSHWLWRUV LQFOXGH VHPLFRQGXFWRU IRXQGULHVY WKDW GHOLYHU ZDI$WM D QXUSHENDI U
FRPSHWLWRU LQ OHDGLQJ HGJH VHPLFR®GXFIKRF S KRPKBWYDWVAHIFBEQRQPR IRVYLWLRQ LQ PDQXIDFWXUHQIOWVWR ¥R
GLUHFWO\ ZLWK 6DPVXQJ LQ WKLV PDUNHW 2WKHU ,QWHO )RXQGU\ FRPSHWLWRUV LQFOXGH *OREDO)RXQGU

2 XUMCHW




7DE®I Rl & ROMOW

$@ \WHU
2XU DOO RWKHU FDWHJRU\ LQFOXGHV WKH UHVXOWV RI RSHUDWLRQV IURP QRQ UHSRUWDEOH VHIJPHQWYV
GLYHVWHG E$WOQRHPDUHVRI WKH ODUJHVW EXVLQHVVHV ZLWKLQ WKLV FDWHJRU\ IRU DQG LQFOXGF

ORELOH\H D SXEOLFO\ WUDGHG FRPSDQ\ DQG D JOREDO OHDGHU LQ GULYLQJ DVVLVWDQFH DQG VHOI ¢
UHTXLUHG IRU DVVLVWHG DQG DXWRQRPRXV GULYLQJ LQFOXGLQJ FRPSXWH SODWIRUPV FRPSXWHU Y
SROLF\ DQG DFWLYH VHQWRURI LG FHPEHORSPHQWZH FRQWLQXHG WR FRQVROLGDWH ORELOH\H DQG KHO
LQWHUHVW LQ ORELOH\H

,06 ZKLFK VSHFLDOL]JHV LQ GHYHORSLQJ DQG PDQXIBMWIUHFHPRKOWL EHDP ZRDVR QWILAXNKE WR RF®RWQ VR (
LQWHUHVWY UHSUHVHQWLQJ D RZQHUVKLS LQWHUHVW LQ ,06 DQG

" $OWHUD ZKLFK ZDV SUHYLRXVO\ DZIXRGBFRZQRIGLGOEWVHG UDEP RXU &RQVREE®DLWH G HBEQ/BH@EIHO 6 WDW
FORVLQJ RI RXURWDOOMHRID V LVVXHG DQG RXWVSOMNHGIR Y FRPPARDLDW RANW XOWV RI RSHUDWLRQV ZHUH L
6HSWHPEHU $V RI DQG DIWHU 6HSWHPEHU RXU UHWDLQ H® \@RQDPDW D WRDXQW HHGT XR W \DVOINH H A X
IRWHS$SFTXLVLWLRQV DQG 'LYHVWLWXUHV ZLWKLQ 1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQV

3 URGXFW

2XU &38V DQG RWKHU VIHRIURRIYGXWWRIJHRRXU [ DUFKLWHFWXUH DQG DUH GHVLJQHG PDUNHWHG VROG DQ(
SURGXFWV DUH LQFRUSRUDWHG LQWR YDULRXV FRPSXWLQJ IRUP IDFWRUV DQG DGGUHMWHWEZ RMDN LHGAHR FFERP.
DSSOLFDWLRQV

:H DUH LQWHQVHO\ IRFXVHG RQ PDLQWDLQLQJ DQG HQKDQFLQJ WKH FRPSHWLWLYHQHVV RI RXU SURGXFWYV
JHQHUDWLRQ RI SURGXFWV LV WR GHOLYHU LPSURYHG XVHU H[SHULHQIRKY HERV WD ¢ RIQ GHKEVRIE BEWDI® ¥ WRRH b
IHDWXUHDOVR HQGHDYRU WR UHGXBH)XOHNMIE Q GRPSDVWHLMWRRV\VWHP FRQOBBERUM VWIRD DFRHEIBUBRWH HOQRYD\

[ SUFKLWHFWXUH DQG (FRVA\VWHP

2XU [ DUFKLWHFWXUH UHPDLQV IRXQGDWLRQDO WR RXU &&* DQG '&$%, SURGXFW SRUWIROLRM MRS B W IFRLQD
VFDODELOLW\ DFURVV RXU FOUHQW DQGCOCHL DR FWREWWH IRIU 3&V H%,JBARWHNORFBGEV G'BIW B OFRHSHWU Y UVQBQREW K H U V
DUFKLWHFWXUH IRU GHFDGHV WR EXLOG DQG RSWLPL]H D YDVW HFRV\VWHP RI FRPSDWLEOH VRIWZDUH WRI
HGXFDWLRQDO LQVWDRWMKWWREQWUREDPDOLQQRYDWLRQ VXFK DV DGYDQFHG PLFURDUFKLWHFWXUHV SRZHU
FRUH FRPSRQHQW RI KHWHURJHQHRXVY FRPSXWLQJ HQYLURQPHQWY DQG SURYLIGH Q@ D BSIRFDBDLRIYVYRU HPHL

[38 D@EBHFFHOHUDWRUV

:H EHOLHYH WKH IXWXUH RI FRPSXWLQJ OLHV LQ FRPSO¥YH AMPRYWHPYN BWGOWLS$DQULD G DYH KV W HPEW R U N ¥ DGOHBWO R
DFFHOHUDWRUV ZKLFK ZH UHIHU WR JHQHUDOO\ DV [38V VXSSRUWHG E\ D VFDODEOH VRIWIDUBSBWBPNF D Q'
WR DGGUHWVYDO\WLFV DQG KLJK SHUIRUPDQFH ZRUNORDGV ,Q VXSSRUW RI WKLV DSSURDFK ZH DUH GHYHOI
WRZDUG KHWHURJHQHRXV FRPSXWLQJ ZKHUH [ &8,8M QRIKQHNVWHRDODRSBIR/UWHS M HFUPDQHRHGIRU L QI HU HP@SH OV

.H\ BURGXFWYV

:H GHULYHG PRVW RI RXU FRQVROLGDWHG UHYHQXH LQ HUG QJVIURP RXU &&* DQG '&$%, SURGXFW RI
&&*

7KH NH\ SURBXIFQWWRIRI RXU &&* RSHUDWLQJ VHIPHQW DUH DV IROORZV

" &OLHQW ZBBWOLHQW &BBW®WUKR RIEURDG UDQJH RI FRQIHIXUDPW ERQV X\PR{ D PSSHIDQ. AMDRMGR\QIVUBIQIGH @ H UEIKS
FXVWRPHUV LQ WKH IRUP RI D VIVWHP RQ FKLS RU 6R& ZLWK WKH SULPDU\ &38 FRPSXWH FKLS FRPEL!
DFFHOHUDWRU FKLSVY HQDEOLQKH) @GUIWERQDIOOMDG\DEULRXSHB\EURDGO\ LQWR WZR SURGXFW IDPLOLHV

' ,QWHO ZRWHQWHO &RUH EUDQGYV KDYH EHHQ VWDSOHV RI WKIWRB & URGXFWVU\DIRK @H\DIUM@\HWE Z\R RG WA F
WKH FXVWRPHU DQG FRPSXWLQJ QHHGV LQ WKH FOLHQW PDUNHW LQFOXGLQJ ODSWRBRH\GHYNWRI(
DUH PDQXIDFWXUHG RQ RXU ,QWHO SURFHVV WHFKQRORJ\ DQG UHSUHVHQWHG DOPRVW KDOI RI
FRQWULEXWLRQ H[SHFWHG WR GHFUHDVH VLJQLILFDQWO\ LQ DV VDOHV RI ,QWHO &RUH 8O0OWU
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' ,QWHO &RRZZXWBO@WBO &RUH 80WUD IDPLO\ LV GHVLJQHG IRU KLJKHU SHUIRUPDQFH WR VHUYH D Z
FRPPHUFLDO VHIJPHQWY DW KLJKHU OHYHO SULFH SRLQWYV

6HULHAKH ,QWHO &RUH 80WUD 6HULHY SURGXFWVY PDQXIDFWXUHMNG XM QWURRXKH @WHROHW UE

6BHULHZXU ILUVW ,QWHO &RUH 80WUD B6HULHV SURGXFWV WKRAKH 9@BMHOHAR ZH BB VEUR X J 0W
;" %38 DUFKLWHFWXUH EULGELHWAFRSURYHQHUDWLRQ UD\ WUDFEEDKXQDWVRIQWROWKH SUHP
OLJKW QRWHERRNV ,Q ZH LOWURGXFHG D GHVNWRS YHUVLRQ RI WKH ,QWHO &RUH 80W
,QWHO &RUH 80WUD BHULHV IHDWXUHV WKH ILUVW LPSOHPHQWDWLRQ RI DQ 138 DQG )RYH
ODQXIDFWXULQJ RI RXU ,QWHO &RUH 80WUD 6HULHY SURGXFWV LV SHUIRUPHG E\ ,QWHO )I
GHSHQGLQJ RQ WKH YHUVLRQ
" 6HULHVH UHOHDVHG RXU LQLWLDO ,QWHO &RUH 80WUD 6HULHV SURFHVVRUV VBKRAHVVW <
WHFKQRIOR DDWHKHVH QHZ PRELOH ISRPHIMWRKWY RRSUBYBG BBSKLFY SHUIRUPDQFH ZKLBHHRI
" &RPPHUFLDO B3R FKLSVHWY DQG YHUVLRQV RI RXU FO SHXDVD \&BBYP L % ROKFGRRHUEX D Q AXN O/ RBHBY ZLW
HQDEOHG HQKDQFHG ILUPZDUH FRQWUROV DQG DQ HQWHUSULVH JUDGH VRIWZDUH VWDFN ,Q ZH
WKDW SURYLGHV LQFUHDVHG UHVLOLHQFH DQG DXWRPDWLRQ KHOSLQJ PLQLPL]H GRZQWLPH DQG HQK
ZLWK SDUWQHUV SV R/ RIQ\NIZEDOM DB DELOLWLHY RQ 3&V LQ WKH HQWHUSULVH HQYLURQPHQW
* "LVFUHWH &OL2QUN,CBMBFE JUDSKLFV IDPLO\ LV SULPDULO\ GHVLJQHGE URQJIFRRWKXEPE U IBQIGI D WKXIUGIY MR SF
FUHDWRU DSS QO FORUNIRDBY G, Q ZH OPXR BK BIBUWIKY EQW H G’ R*G SWIXWF @ DWHFWXUH GHOLYHULQJ VLJ
SHUIRUPDQFH D QG ISFRZF\URK H $ U X6H UQ WW O
(GJH &RPSX:VMLRHU YHUVLRQV RI RXU FOLHQW &38V LQFOXGLQJ ERWK ,QWHO &RUH DQG ,QWHO &RUH 8¢
DFURVV D UDQJH RI LQGXVWULHY LQFOXGLQJ PDQXIDFWXULQJ KHDOWKFDUH UHWDLO DQG HGXFDWLF
PDNH LW HDVLHU IRU BEXDIQ@GHRWHKWWRSSOQLFDWLRQV DHW GUKSHO R GRIHQMQ/G ZD MFKH@HW R WH HGJH HFRV\VW}
&RQQHFWHYRHA\ ZLUHOHVV L )L %OXHWRRWK DQG ZLUHG 7KXQGHUEROW (WKHUQHW SURGXFWV IRU
JL DQG %OXHWRRWK VROXWMORDIHDER OV8 GDARBE VRIXRIQ IRU RXU ODWHVW SODWIRUPY DQG DFFHVVRUI

2XU VRIWZDUH SRUWIROLR VXSSRUWVY WKH IXQFWLRQDOLW\ DQG RSWLPL]DWLRID RURKLG K DVBGHRIPAMHIRDIN MR L
S\RUFKIQVRU)®RZJLQJ )DFH Y/HEINQ®RU H[HFXWLRQ RQ &38V *38V DQG DFFHOHUDWRUV

' &S,
7KH NH\ SURMXIFQWWRIRI RXU '&%, RSHUDWLQJ VHIJPHQW DUH DV IROORZV

BHUYHU &®IVWHIWD FHQWHU EXVLQHVV EVHRINKRUHG B\ SUKRFHFQWROV D IDPLO\ RI [ EDVHG VHUYHU D
SURYLGHG IRXQGDWLRQDO FRFORMWGH QRIW @R WNL BH @WISUL QW HB E LIHOMO HE RIQ G BDYWM\EER® EDVH UHSUH
JOREDO VHUYHU LQIUDVWUXFWXUH DQG WKLV VFDOH FRPELQHG ZLWK RXU EURDGHU SRUWIROLR RI D

FHQWUDO FDW H 3R D\Q@RRMEBEOGDWD LQWHQVLYH ZRUNORDGYV IURP FORXG WR HGJH ,Q VDOHV ZHL

* QWHO ;HRQ 6FDODEOUB 3WREPQYGR WK *HQ ,QWHO ;HRQ 6FDODEOH SURFHVVRUV DUH PDWQHKIDFAWNQ'

PDMRULW\ RI '&$, SURGXFW VDOHV E\ UHYHQXH LQ DQG DUH H[SHFWHG WR EH D VRPHZKDW VF

UG *HIKH UG *HQ ,QWHO ;HRQ 6FDODEOH SURFHVVRUV LQWURGXFHG LQ S| 6RA RAZDRIHD WK H
(IWHQVLRQV 6*; IRU FRQILGHQ W L&D SHRRIS G WL QW DR | FUNIHDY WHU HQFU\SWLRQ

© WK *H®&H WK *HQ ,QWHO ;HRQ 6FDODEOH SURFHVVRUV LQWURGXFHG LQ HDUO\ LQFRUS

,QWHUFRQQHFW %ULGJIH7KBWH SWHERKIHQRRRIM LQFOXGH QXPHURXV LQWHJUDWHG ZRGNORFGE G
ODWUL[ ([WHQVBRQVVILQ@WHOFDQWO\ ERRV WL, QWHEN MM WKBIQFWLRRIUIJHQHUDWLRQ &RPSXWH ([!
VWDQGDUG LQWHUFRQQHFW GHVLJQHG WR H[WHQG PHPRU\ DQG HQDEOH FDFKH FRKHUHQW
PHPRU\ DQG 3&,H *HQ IRU KLJKHU PHPRU\ DQG , 2 EDQGZLGWK

© WK *H®&H WK *HQ ,QWHO ;HRQ 6FDODEOH SURFHVVRUV LQWURGXFHG LQ ODWH XWLOL]
LPSURYHG RYHUDOO SHUIRUPDQFH DQG SHUIRUP D Q® B USIHHW ZIDVW DLHAYH ODFDWHKH '* B QRSHIFDRAYY H
7KLV JHQHUDWLRQ IXUWKHU H[WHQGHG WKH FRQILGHQWLDO FRP SYXM\Y J FESIDE [ O WIVR QN
VXSSRUW IRU KDUGZDUH LVRODWHG YLUWXDO PDFKLQHV

2 XUYMCHW
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" QWHO ;HRWURGXFHG LQ ZLWK KLJKHU FRUH FRXQWY WKHVH ODWHVW JHQHUDW L RIQ FI.WRFN WAV
WKH HYROYLQJ GHPDQGV Rl PRGHUQ GDWD FHQWHUV ,Q ZH H[SDQGHG WKH I3PLQHWIZRK NDLGG
JHQHUDO SXUSRVH GDWD FHQWHU ZRUNORFGMQEURRGHRHRORIAH QR RBGFEHR QI DFURVY HQWHUSU
FDVHWH ,QWHO ;HRQ IDPLO\ IHDWXUHV WZR GLVWLQFW PLFURDUFKLWHFWXUHYV

" 3HUIRUPDQFH FRUHV 3 FRUHV IRU FRPSXW$, DQWH«BK.YIHQZRUNORDGYV VXFK DV
" (HLFLHQW FRUHV ( FRUHV IRU KLJK GHQVLW\ FRPSXWH DQG VFDOH RXW ZRUNORDGV VXFK

:LWK DQ LQOQRYDWLYH PRGXODU [ DUFKLWHFWXUH WKH FRPSXWH GLH IRU ,QWHO ;HRQ VHULH\
WKH , 2 GLHV DUH PDQXIDFWXUHG RQ RXU ,QWHO SURFHVV WHFKQRORJ\ D Q GQMRHIQ HFR\H G LIPG DR
WKURXJKSXW ZLWK WKH IDVWHVW "'5 PHPRU\ DYDLODEOH LQFOX®&LDG @XDWWL 86 H F-D3J B Bl @4IU'HOOX L(
FRPSXWH DQG GDWD SURWHFWLRQ ,QW HOH;BHRQ@W LOWMRFG VY B W X QL H\RE X SRWBMVFQ & B0 K @R O R F\ 4 QO W
IRU FU\SWRJUDSK\ DQ GORFORS UNYY JRYWIROUGZDUH EDVEW G FNRQW\LY DYDLODEOH LQ PXOWLSOH
VXSSRUWLQJ D UDQJH RI ZRUNORDGV GHVLJQHG WR HQDEOH GDWD FHQWHU DUFKLWHFWV WR RS'

‘LVFUHWH,8V DV SDUW RISRXYWUBWHMNGVR GHYHORS VXFFHVVLYH JHQHUDWLRQV RI LQIHUHQFH RSW
HQKDQFHG EDQGZLGWK DQG PHPRU\ WR PHHW HQWHUSULVH QHHGV ZH DQQRXQFHG RXU GHYHORSPHQ
DUFKLWHFWXUH &UHVFHQW ,VODQG LV EHLQJ HQJLQHHUHG VSHFLILFDOO\ IRU GDWD FHQWHU HQYLUR!
RSWLPL]HG SHUIRUP@G B QRY ZRUNORDGY 2XU DLP LV IRU LW WR E HLBLWIQ\@ L $LFDRIME W WRGEV | RRIZ PRG H
QHHGV

:H DUH DOVR FRQWLQXLQJ WR GHYHORS RXU QH[W JHQHUDWLRQ *38 DUFKLWS$,FX\RUNDRDGXPLSOEROHW I
6KRUHV ZH ZLOO DLP WR SURYLGH FXVWRPHUV ZLWK JUSDWISOLEFBWERQNVNW\ DQG VFDODELOLW)\ IRU Gt

© 1HWZRUMNX@WFRUH QHWZRUNLQJ SRUWIROLR FHQWHUV RQ (WKHUQHW FRQWUROOHUYV DQG QHWZRUN DGI
FORXG HQWBQSUWWIDHFRP GHW(OVRHQ QHWVFROWPDRO OXQUFWLRQ LV WR P D Q D W K@HNMEDRHWN VAHRQEQRWOLY G W
RYHU ZLUHG QIORDRBWNYHWEZRUN SURFHVVLQJ WDVNV |URPIMFHH @®8 ORZGODWHIDFS KR P PKQH ABRW LHRQ EHW
SURGXFWV FRPSOHPHQW RXU ,QWHO ;HRQ SURFHVVRUV WKH SURFHVVRUV UX QL ML FROUNDTFRREV OHE
(WKHUQHW SURGXFW OLQHV LQFOXGLQJ ,RGHIOWNHVUKRHRIQHW CIRQIWHYRD@G YV VIHILHRUN XSSRUW DGYDQF
KDUGZDUH EDVHG VHFXULW\ DQG SURJUDPPDEOH SDFINHWXBORFHVIVR Q J VB & B W-ZIREES: WXQFENRICRIQ VUD V W |
SURFHVVLQJ XQLWV ,38V SURYLGH SURJUDPPDEOH QHWZRUNLQJ FDSDELOLWLFVHQKHNG X3BIVQD BB P RPN L
DQ H[WHUQD ®RORXQRBANYVY QRGHV WKOWRQDVLEN KDRGZPWH ZH SURYLGH VRIWZDUH IUDPHZRUNV WKDW
QHWZRUNLQJ VLOLFRQ WR LPSURYH WK UR XRGEW IWQ XOHD W R QG LDYGGWWFHD OVIBDLAMIWUPDWLRQ IURP IL[HG X
FRXSOHG ZLWK RXU )OH[&RUH DQG )OH[5$1E VRIWZDUH 2XU VRIWZDUH EDVHG FORXG 5$1 30DWIRUP L
LQIUDVWUXFW XU H. AIXH 6 N@\ MERGPHIHW WKH QHHGYV Rl WKHLU HQG FXVWRPHUV

2XU VRIWZDUH SRUWHUMLRWILD W RNHIRALIRXU '&$, EXVLQHVV HQDEOLQJ FXVWRPHUV WR XQORFN WKH IXOO SR
GHSOR\PHQWV ,Q ZH DFFHOHUDWHG GHOLYHU\ RI GDWD FHQW#B& VROQWZHPOUBWI R GPGRISWORISIDW MRRROQ DFk
OHDGLQUDPHZRUNV2LQROKEIQYRBYBPRZILQJ )DFH DQG Y//02RSWLPL]JHG IRU RXU VHUYHU &38V *38V DQG DFFF

'LVDJIJUHSDWKIGWHFWXUH DQG 6XSSO\ &KDLQ

:H KDYH DGRSWHG D GLVDJJUHJDWHG GHVLJQ DUFKLWHFWXUH IRU PRVW RI RXU QHZHU DQG KLJKHU HQG SL
ZHOO DV D QXPEHU RI RXU IXWXUH SURGXFWV LQ ZKLFK D QXPEHU RI FKLSV RU WLOHV DUH KRWES$SDWBIEK
IOH[LELOLW\ LQ GHVLJQ ZKHUH HDFK WLOH FDQ EH PDQXIDFWXUHG XWLOL]JLQJ WKH PRVW DSSURSULDWH VH
FRQVLGHUDWLRQV ,W DOVR DOORZV IRU WKH XVH RI VPDOOHU WLOHV ZKLFK LQFUHDVHV \LHOG LQ WKH PD
SURGXFWV WDLORUHG "R W DBWBREBKQBRRAEAMGHNFHY QHZ DUHDV RI FRPSOH[LW\ SQ WMVREX QDIEPG PO QWK B FGAHSU
SDFNDJLQJ WHFKQRORJLHV DQG LQFUHDVHV FRVWYV DV FRPSDUHG WR WKH PRQROLWKLF DUFKLWHFWXUHYV >
DGYDQFHG VXEVWUDWHY DQG RWKHU PDWHULDOV WKDW FDQ FUHDWH DGGLWLRQDO PDQXIDFWXULQJ FKDOO

2XU SURGHKXBWQRY DUH SUHGRPLQDQWO\ PDQXIDFWXUHG LQ RXU RZQ | XNL@UWRXY SORBDWH\G DD WHRFSH GV DAH
KRZHYHAH KDYH DOVR VWUDWHJLFDOO\ XWLOL]JHG WKLIUGFSORXGWQ JRXVQ RQ\HPRIQR XD F NH\WERQIR B MYSMIRIRLARSIH/ VW MWARHUM
SURGXFW ZKHUH DGYDQWDJHRXV IRU FRVW SHUIRUFRBQVYH S\SRKROGKOSURY IRAMH IO A REV.I0G MY VLR § WD O HH W Q
SURGXFWVY DW WKH PRVW SHUIRUPDQW HQG RI WKH VSHFWUXP ZKHUH FRPSDUWDH[BH EQ®WHR 6 R @ BELIREIH AR VKN
WKLUG SDUW\ IRXQGU\ VXSSOLHUV IRU YDULRXV NH\ WLOHV LQ D QXPEHU RI FXUUHQW DQG IXWXUH SURGXF

2 XUMCHW




7DE®I Rl & ROMOW

) RXQ&Y

:H PDQXIDFWXUH WKH PDMRULW\ RI RXU &&* DQG '&$%$, VHPLFRQGXFWRU SURGXFMWL DQ W MURQ 1B [G\CH UDQDGD PAXW/NW-
JRXQGU\ EXVLQHVYV ZKLFK LV FRPSULVHG RI RXU WHFKQRORJ\ GHYHOR$PBIQKN R R BIQRII RV X DL (HZ DRRG $PXQQ & ¥
SURFHVV WHFKQRORJ\ DQG PDQXIDFWXULQJ FDSDELOLWLHY UHTXLUHG WR SURGXFH OHDGLQJ HGJH VHPLFR
ORJLF VHPLFRQGXFWRU SURFHVV WHFKQRORJ\ 5 ' DQG PDQXIDFWXULQJ LQ WKH 8 6

7KH PDQXIDFWXUH RI VHPLFRQGXFWRU SURGXFWV KDV WZR SULPDU\ VWHSV

ZDIHU IDEULFDWLRQ ZKLFK WDNHV SODFH LQ WKH FOHDQ URRPV RI RXU IDEV ZKHUHE\ D VHPLFRQGXF
QRGH IRU ZKLFK D FKLS KDV EHHQ GHVLJQHG DQG WKH IDE K DN SEHRH@ \HT X\LHS FSKAER-AM R1 I ™ & ORABHHCEW IR FQ R/®
SURFHVV WHFKQRORJLHV RI FRPSHWLQJ IRXQGULHV EDVHG XSRQ WKH FK DIUFLFMEHUG. \F\RH/FARY ERYTHWQ K N \Q RDX
LPSURYH ZLWK HDFK VXFFHVVLYH QRGH (DFK SURFHVV WHFKQRORJ\ QRGH LV GHYHORSHG WHVWHG
' SDFNDJLQJ DVVHPEO\ DQG WHVW ZKLFK W\SLFDOO\ WDNHV SODFH LQ RWKHU GHGLFDWHG IDFLOLWLH"
ZDIHDVVHPEOHG ZLWK DQ\ RWKHU GLH QHHGHG WR FRPSOHWH WKH SURGXFW RU V\VWHP DQG SDFNDJ
LWK WKH LQFUHDVHG LQGXVWU\ XVH RI GLVDJJUHJDWHG GHVLJQ DUFKLWHFWXUHYV XWLOL]JLQJ LQWHUI
DGYDQFHG SDFNDJLQJ WHFKQLTXHV WKDW ZH LPSOHPHQW LQ VRPH RI RXU IDFLOLWLHV WR HQDEOH L(Q

1IHDUO\ DOO RI RXU IRXQGU\ PDQXIDFWXULQJ FDSDFLW\ LV GHGLFDWHG WR PDQXIRBRWXULRXIURKRU&SLY B QW &
OHYHUDJH RXU 8 6 EDVHG FDSDELOLWLHV LQ OHDGLQJ HGJH VHPLFRQGXFWRU SURFHVV WHFKQRORJ\ GHYH:!
SDUWQHU WR WKLUG SDUW\ VHPLFRQGXFWRU FXVWRPHUV 3RWHQWLDO FXVWRPHUV LQFOXGH WUDGLWLRQD
DXWRPRWLYH FRPPXQLFDWLRQV DHURVSDFH DQG GHIHQVH PDUNHWYV DV ZHOHUDJK\ SHERWYE GO HW K HD/GIGH\WKH
WKH DELOLW\ WR GHVLJQ DQG PDQXIDFWXUH WKHLU VHPLFRQGXFWRU SURGXFWV XVLQJ RXU SURFHVV WHFK
FXVWRPHUV WR XWLOL]JH RXU DGYDQFHG SDFNDJLQJ VHUYLFHV IRU ZDIHUV SURGXFHG E\ RWKHU IRXQGULHV
SURFHVV SODWIRUP WKDWQRI[GH QG RFRIXWY BFIRWXWROLR DQG VWUHQJIJWKHQV RXU 8 6 EDVHG PDQXIDFWXULQJ I

6HPLFRQGXFWRU PDQXIDFWXULQJ RI OHDGLQJ HGJH VHPLFRQGXFWRUV LV KLJKO\ FDSLWDO LQWHQVLYH SD
UDPSLQJ WR KLJK YROXPH SURGXFWLRQ DV ZHOO DV EXLOGLQJ WKH PDQXIDFWXULQJ IDFLOLWLHV QHHGHG
SURGXFWLRQ WRROV ,QYHVWPHQWY DUH UHTXLUHG \HDUV LQ DGYDQFH RI D UHWXUQ DQG DFKLHYLQJ IDYR
OLIHVSDQ 2XU H[WHUQDO IRXQGU\ VWUDWHI\ LV GULYHQ E\ D QHHG IRU DGGLWLRQDO YROXPH IRU OHDGLQ.
HGJH FDSBEHLRQG WKDW RI RXU SURGXFWV JURXS DV ZHOO DV D QHHG IRU H[WHUQDO FXVWRPHUV IRU HVWI
DV RXU SURGXFW JURXSV PRYH WR PRUH DGYDQFHG QRGHYV

SURFHNNKQRORJ\

2XU WHFKQRORJ\ GHYHORSPHQW JURXS ZLWK LWV 5 ' IDEV DQG RWKHU PDQXIDFWXULQJ IDFLOLWLHV LQ 2U
KLJK YROXPH SURGXFWLRQ DQG VXSSRUWYV WKH JUDGXDO WUDQVLWLRQ RI KLJK Y R ODKRH FRURMGXFXMHR G FAYR] @
OHDGLQJ HGJH QRGHYV WKDW D UHHUERB 8 HRW LRMLKYHHU ZILRAKIQ ®KIFH R IUH TXLUHV VLJQLILFDQW RQJRLQJ FDSLWDO LG
UHILQHPHQWYV RI H[LVWLQJ WUDQVLVWRU DQG OD\RXW GHVLJQV DQGRDQX IDE WK $XYN YWMHFKQRD RULBE YV VXWK
JDWH DOO DURXQG DQG EDFNVLSHRFRANWUQRGRXNQ®WHD PBQXIDFWXULQJ 89 FKIQRIORIILBS/K \VDRAK XDAH KLQ KV K$H

$ SURFHVV QRGH :KHUH ZH KLVWRULFDOO\ PRYHG TXLFNO\ IURP QRGH WR QRGH DQG GLG QRW PDNH VLJQI
VLIQLILFDQWO\ KLIJKHU FDSLWDO LQWHQVLW\ Rl VHPLFRQGXFWRU PDQXIDFWXULQJ LQ UHFHQW \HDUV DQG L
WKH OLIHVSDQ RI HDFK QRGH DQG FRQWLQXRXVO\ LPSURYH \LHOGV RI SURGXFWV EHLQJ PDQX1RBRXLH & XER
FRQWLQXRXV LPSURYHPHQWYVY ILQGLQJ DGGLWLRQDO XVHV RI ROGHU QRGHV IRU RXU SURGXFWV LQFOXGLQ
IRU ROGHU QRGHV WKURXJK RXU EEWHWPQWR HEWEGQG\ WWH XWHOL]DWLRQ RI RXU PDQXIDFWXULQJ DVVHW EDV

2XU OHDGLQJ HGJH SUREHKYVKWAHF KRORR\PDQXIDFWXUH RXUH&&L QDY ® QEEHD AR BRIWFMURIDO FXVWRPHUV LV DC(
VWUDWMU\SULQFLSDO FXUUHQW DQG SODQQHG IXWXUH QRGHV FRQVLVW RI WKH IROORZLQJ

J,QWHDOKLFK ILUVW ZHQW LQWR KLJK YROXPH PDQXIDFWXULQJ LQ DQG KDV XQGHUJRQH D QXPEHU RI
DQG WK *HQ ,QWHO &RUH SURFHVVRUV ,QWHO ZDV XWLOL]JHG IRU WKH PDMRULW\ RI RXU LQWHUQDC
FRQWLQXH WR EH XWLOL]JHG IRU DOPRVW KDOI RI RXU LQWHUQDO SURFHVVRU SURGXFWLRQ DQG SURG

2 XUYXMGHW
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' ,QWHRXU ILUVW SURFHVV QRGH LQFRUISRWD WHQW (BQ \WRVKKRBEUDRBEKX PH CH@QXMBBEWE WMLQDLQ FDQWQWFDOL
,QWHO LV XWLOL]JHG IRU RXU LQWHUQDO SURGXFWLRQ RI ,QWHO &RUH 80WUD 6HULHVY SURFHVVRL
SURGXFWV E\ UHYHQXH LQ ZLWK LWV SHUFHQWDJH FRQWULEXWLRQ H[SHFWHG WR GHFUHDVH LQ
LQFUHDVH

' ,QWHD GHULYDWLYH QRGH RI ,QWHO WKDW GHOLYHUV HQKDQFHG SHUIRUPDQFH RYHU ,QWHO ILUVW
SURFHVMRUL®JV DUH PDQXIDFWXWHKGEVXQRGHWHKISWRARBAWHG D PRGHVW SRUWLRQ RI RXU LQWHUQDO SU
ZLWK LWV SHUFHQWDJH FRQWULEXWLRQ H[SHFWHG WR LQFUHDVH LQ

' ,QWHOFX®UHQWO\ RXU PRVW DGYDQFHG OHDGLQJ HGJH QRGH ILUVW ZHQW LQWR KLJK YROXPH PDQXIL
SHU ZDWW DQG GHQVLW\ VFDOLQWRRIEBXFR®WMIZR EQWBROW KU R XJ B Q\GH B RRER ORHHR/Q U ELEPRS@)PHQWDWLF
DURXQG WUDWGHWLRQ@HG WR GHOLYHU IDVWHU WUDQVLVWRU VZLWFKLQJ VSHHGV ZKLOHRNDBRVHYMWRUW
EXW LQ D VPDOOHU LPMRMWSBXKQW QIRXHULBQGXVWU\ ILUVW LPSOHPHQWDWLRQ RI EDFNVLGH SRZHU GHOL"
WKH QHHG IRU SRZHU URXWLQJ RQ ,\@ WH QWRRDWL O L GHHGRIIRW KRX @ D LHUW W, Q W H OV &R UG DSADHWWAD JAHHIUH HIYW LRI
SURFHVVRUDIQ® LOANH[SHFWHG WR UHSUHVHQW DQ LQFUHDVLQJ SRUWLRQ RI RXU SURFHVVRU SUHRH[SHWY
,QWHODQ® LWV GHULYDWLYH QRGMAR BIRWKHONHQWBQXIBRVXULQJ SURFHVV WHFKQRORJ\ IRU PXOWLSO
SURGXFWBUH VHHNLQJ WR HVDWDERUMKUQW WQJIQILILFDQW IRXQGU\ QRGH IRU JRYHUQPHQW DQG FRPPH!L

L QWHO RXU QH[W JHQHUDWLRQ OHDGLQJ HGJH QRGH LV EHLQJ GHVLJQHG W R8SRMMIRUDOOK\L Q6 RALIR!
VHPLFRQGXFWRU ORJL7K R DQH FRHULYLQ DFWLYH GHYHORSPHQW EXLOGV RO & KN GUVKLUWHEWXR GO
LPSURYHPHQWY LQ SHUIRUPDQFH SHU ZDWW DQG GHQVHW\UWFDEWQYHOSVRYNEB QWX VRWRIRH LQWIRCY , GW
GHVLJQHG IURP LQAHSQWLRVR IRIWRIUQDO FXW KR BHIY W OREPHGHW DQG PDQXIDFWXULQJ RI QH[W JH QWUIDIW
FDSLWDO LQWHQVLYH DQG WKHLU FRVW VWUXFWXUH UHTXLUHV ZDIHU YROXPHV EIHFRGIEMZKDOMK ZHQH[SH
DQQRXQFHG WKDW LI ZH DUH XQDEOH WR VHFXUH D VLJQLILFDQW H[WHUQDO IRXQGU\ FXVWRPHU IRU ,
HGJH SURFHVV WHHAKRRRORUQKM WR HY DROX XWH LQWM®XUWH ,QWHO SURGXFWV DQG RXU SODQ LQFOXGHYV
ZH DUH PDLQWDLQLQJ WKH RSWLRQ WR XWLOL]H DQ H[WHUQDO IRXQGU\ IRU IXWX DI GQ\WW®G G URBGXFWV

SDFNDIJH@KQRORJ\

2XU VHPLFRQGXFWRU SDFNDJLQJ WHFKQRORJLHV 0BSUYRYHRXW DQWWKE DN BURRXRWY VI BWGIO\DV WKH PRV
YJRXQGU\ FXVWRPHUV XWLOL]H GLVDJJUHJDWHG DUFKLWHFWXUHV WKDW L QWH GU B VB PNIDM RS O HO (b HZ KRULF KV E
KLOKROXPH PDQXIDFWXULQJ LQGHQWSSRUWYWHIKDWLRQ D®GQ@H LQMWRIGRBHRG WLRQ H[SHFWHG WR WFDOF
HQKDQFHV WKH RULJLQDO (0,% WHFKQRORJ\ E\ SURYLGLQJ LPSURYHG SRZHU GHOLYHU\ DhiHX BED Q &Z RQWKH PR
FRQWLQXHG WR LQYHVW 6 QP)HRQ W IURBOXY (RFGULIYK WHIHF K QRORJ\ ILUVW LQWURGXFHG LQ O IDIGFK ROAH B RMDIQ & 1B €
IRU ILRIOXPH PDQXIDFWXULQJ LQ & CRUZBSIBHIEY, )R GHY R VIKHMD WRRQURY YDULDQWY DLP WR L Q FFRHW/DWFH H QR
DQG LQWHJUDWLRQ GHQVLW\ FRPSD U H GHZD @\KRHPRIMW HQ XLHE GHFYHOWBMHEWWR I: )RYHURV 'ERIQPOL QD YB3 & BMC
RXU ,QWBIOSUKFHVV LQ DLPHG DW HQDEOLQJ KLJKHU LQWHUFRQQHFW GHQVLW\ DQG ORZHU HQHUJ\ XVD.

ODQXIDFWXULQJ

:H RSHUDWH D QXPEHU RI IDEV DQG DVVHPEO\ DQG WHVW IDFLOLWLHY WKDW VXSSRUW KLJK YROXPH SURGX
DFKLHYHV KLJK YROXPH SURGXFWLRQ DW RXU 2UHJRQ 5 ' IDFLOLWLHV DQG IDEV ZH JHQHUDOO\ DGG KLJK Y
UHDOORFDWH VSDFH DQG HTXLSPHQW LQ 2UHJRQ WR RKW QH[MRPRQWWDHELW R B5Q RWH I W MOH FIKRRUIRRIHL PN Q W V
5HFHQW@\DGGLWLRQ WR RXU 2UHJRQ ORFDWLRQ SHUIRUPLQJ 5 ' RQ RXU ODWHVW DQG QH[W JHQHUDWLRQ S
PDQXIDFWXULQJIBEORFBEGEORQV WKDW KLVWRULFDOO\ SHUIRUPHG KLJK YROXPH PDQXIDFWXULQJ H[FOXVLY!
SHUIRUPDQFH DQG FRVW LPSURYHPHQWY DV ZH VWULYH WR PHDQLQJIXOO\ LQFUHDVH WKH XVHIXO OLIH RI
UDPSLQJ ,QWWIJR@D ,QWHO DQG UDPSLQJ ,QWHO $ ,UHODQG ,QWHO DQG ,QWHO DQG ,VUDHO ,QWH
DVVHPEO\ DQG WHVW IDFLOLWLHV ZKHUH WKH LQGLYLGXDO GLH DUH SDFNDJHG DQG WKH ILQLVKHG VHPLFR!
OH[LFRHWQDP DQG ODOD\VLD ZLWK 1HZ OH[LFR EHLQJ RXU NH\ DGYDQFHG SDFNDJLQJ IDFLOLW\ DQG D QHZ
SURGXFWLRQ FDSDFLW\ DFURVV WKHVH IDFLOLWLHYV LV FULWLFDO WR PHHWLQJ FXVWRPHU GHPDQG
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6HPLFRQGXFWRU PDQXIDFWXULQJ LV DURBSLWWXURXWIKQVLYAH @BEWWXEVWDQWLDO LQYHVWPHQWY DFURVV
PDQXIDFWXULQJ IDFLOLW\ VKHOOV DQXHUDB LMY HWGE/BHQ ®XFAHIRD PDRERIOWR DFFHOHUDWH WKH GHYHORSPHQW
DLPHG WR FDWFK XS ZLWK RXU OHDGLQJ PDQXIDFWXWVVODEFRANKHWKWRO P& HU®RFHYYDW HWK QRO RPODWLFLSDWF
OLWKRJUDSK\ IRU RXU OHDGLQJ HGJH QRGHV ,Q ZH WUDQVLWLRQHEBWWRHD PRUHQGQVFQISD LQNE VAWRBHQY W
ZLWK PDUNHWKINPODKIGW UHIOHFWY RXU IRFXV RQ EDODQFLQJ LQQRYDWLRQ IR 6 GHRFSDRLW R J WRKIWKDSISWR RFE
LQLWLDWHG WKH FRQVROLGDWLRQ RI RXU &RVWD 5LFDQ DVVHRHOQD@EGDW BVOD RBWUDWFZRQVKLOMW R[ SBRWHW RI

VORZHG WKH SDFH RI FRQVWUXFWLRQ IRU RXU QHZ 2KLR IDE DQG GLVFRQWLQXHG SODQQHG H[SDQVLRQ
VSHQGLQJ ZLWK PDUKHWH BHMDLRQ@YV UHIOHFW RXU IRFXV RQ GHSOR\LQJ FDSLWDO LQ FRRUGLQDWLRQ ZLWK V

6XSSO\ &KDLQ

2XU GHYHORSPHQW RI QHZ SURFHVV WHFKQRORJLHYV DQG RXU PDQXIDFWXULQJ RSHUDWLRQV UHO\FHR@RXUBR
YDULRXV FULWLFDO VHPLFRQGXFWRU GHYHORSPHQW DQG PDQXIDFWXULQJ WRROV DQG PDWHULDOV LQFOX!
KRZHYHAH DUH UHOLDQW XSRQ VROH VRXUFH SURYLGHUV VXFK DV$B0WW KWDK\H 88 QIHWKRU U B SIKIWWRHRIDG/L R D X
SURYLGHUV WKDW DUH VXEVWDQWLDOOVXRKQ BN QAL WEKWHGW WQ IIQVWL.QUBY HBBWEWUL\QHUDOV FULWLFDO WR WKH
SURFHVVHV ZKHUH &KLQD LV WKH SULPBUAHHRNX WRHPRIL QDOWRHDIO FORSVSOUHODWLRQVKLSY ZLWK NH\ VXSSOLHUV
SRWHQWLDO VXSSO\ FKDLQ ULVNV DQG DFWLYHO\ PRQLWRU JOREDO VXSSO\ FRQGLWLRQV GLYHUVLI\ VRXU
VHPLFRQGXFWRU VXSSO\ FKDLQ UHPQ@QEQXGLQBEMHFAWHW W LYIRDD VWROWWVUYHY RI UDZ PDWHUL D$G/G IHYWRQIBEEEE GH. B
JHRSROLWLFDO WHQVLRQV HFRQRPLF FRQGLWLRQV DQG RWKHUFROYMWQWXH I/\RI XBWK HW W R S\DESNE OLYHDUL D ELAD |
FKDLQ UHVLOLHQFH DQG VXSSRUW D JHRJUDSKLFDOO\ EDODQFHG VHPLFRQGXFWRU HFRV\VWHP

6 DBN DQG 0 DUN-UCY

2XU VDOHV DQG PROUMIVWWUQBRIHILO\ IRFXV RQ RXU &&* DQG '&$, &38 DQG UHODWHG VHPLFRQGXFWRU VROXWL|
DQG VHUYLFHV XVHG JOREDOO\ E\ FRQVXPHUV HQWHUSULV HW FRRGLWEDN QG YV FXQ/G/ IHREX F B WRHQU/ORRUWKQ V] §
EXVLQHVV

&XVWRPHUV

:H GHVLJQ PDUNHW VHOO DQG VHUYLFH &38V DQG RWKHU VHPLFRQGXFWRU VROXWLRQV VXEVWDQWLDOO\
EXVLQHVVY DQG RWKHU VXSSOLHUV DQG DUH LQFRUSRUDWHG LQ FRPSXWLQJ DQG UHODWHG HQG SURGXFWYV
HGXFDWLRQDO RUHDGIJO VRVXROQSYURGXFWYV SULPDULO\ WR 2(0V 2'0V DQG &63V 2'0V SURYLGH GHVLJQ DQG PD
UHVHOOHUV ,Q DGGLWLRQ RXU FXVWRPHUV LQFOXGH RWKHU PDQXIDFWXUHUV DQG VHUYLFH SURYLGHUV \
SURGXFWYV WKURXUK\GHL@WOLEXWRG 2(0 FKDQQHOV WKURXJKRXW WKH ZRUOG )RU LQIRUPDWLRQ RQ FXVWRF
UHYHQXH VHH 1RWH 2SHUDWLQJ 6HJPHQWYV ZLWKLQ 1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQW

2XU ZRUOGZLGH UHVHOOHU VDOHV FKDQQHO FRQVLVWYV RI WKRXVDQGV RI LQGLUHFW FXVWRPHUV2V\VWHPV
&HUWDLQ RI RXU PLFURSURFHVVRUV DQG RWKHU SURGXFWV DUH DOVR DYDLODEOH LQ GLUHFW UHWDLO RXV

6DOSIWUDQIHPHQWYV

2XU SURGXFWV DUH VROG WKURXJK GLVWULEXWLRQ FKDQQHOV WKURXJKRXW WKH ZRUOG 6DOHV RI RXU SU
WHUPV DQG FRQGLWLRQV FRYHULQJ PDWWHUV VXFK DV SULFLQJ SD\PHQW WHUPV DQG ZDUUDQWLHV DV ZH
LQGHPQLWLHV %HFDXVH RXU FXVWRPHUV JHQHUDOO\ RUGHU IURP XV RQ D SXUFKDVH RUGHU EDVLV WKH\ I
QR QRWLFH WR XV DQQG WRR WRRW WROWORPH ZH PD\ HQWHU LQWR DGGLWLRQDO DJUHHPHQWY ZLWK FXVWRPH
FRQGLWLRQV QHZ SURGXFW GHYHORSPHQW ORQJ WHUP VXSSO\ DUUDQJHPHQWY DQG PDUNHWLQJ DQG SUL
SURFHVVHV WKDW DOORZ FXVWRPHUV WR UHYLHZ LQYHQWRU\ DYDLODELOLW\ DQG WUDFN WKH SURJUHVV RI
RUGHUHG DQG RWHKBOVYBBRERY¥FRXQWYV UHEDWHV DQG RWKHU LQFHQWLYHV WR FXVWRPHUV WR LQFUHDVH D

,Q DFFRUGDQFH ZLWK FRQWUDFW WHUPV WKH UHYHQXH IRU FRPELQHG SHUIRUPDQFH REOLJDWLRQV DQG V\
IDFLOLWLHV RU GHOLYHU\ WR WKH FXVWRPHU ORFDWLRQ DV GHWHUPLQHG E\ WKH DJUHHG XSRQ VKLSSLQJ
DW D ODWHU GDWH XVXDOO\ GD\VHDDWHWHVWKESABQW BUVEHOKYRXIK TXDQWLWDWLYH DQG TXDOLWDWLYH |
OLPLWY DQG GHWHUPLQH ZKHWKHU ZH ZLOO VHHN WR XVH RQH RU PRUH FUHGLW VXSSRUW SURWHFWLRQ Gt
&UHGLW ORVVHV PD\ VWLOO EH LQUADXXNGJRG BWHMRIEDQNUK WM KH FXVWRPHU WR SD\
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'LVWULEXWLRQ

'LVWULEXWRUV W\SLFDOO\ KDQGOH D ZLGH YDULHW\ RI SURGXFWV LQFOXGLQJ WKRVH WKDW FRPSHWH ZLW
ZLWK XV RU WKURXJK IGDYW VHEXWROVGLVWULEXWLRQ ZDUHKRXVHV WKDW DUH ORFDWHG LQ SUR[LPLW\ WR D

6 HDVRTWH® G V

+LVWRURKNO@QNW UHYHQXH KDV W\SLFDOO\ EHHQ KLJKHU LQ WKH VHFRDEFKDEGUBWWEH NG DKW KDIKQL UG TWXKMHHUM
TXDUWG®IU WKLV WUHQG ZDV GLVUXSWHG EOWRNUD4 VHHIGORWWWIWWRQW RQG 'LYHVWLWXUHV ZLWKLQ 1RWHYV
IXUWKHU LQIRUPDWLRQ 1HW UHYHQXH VHDVRQDOLW\ LQ DQG ZDV GLUHFWLRQDOO\ FRQVLVWHQW ZL

ODUNHWLQJ

2XU JOREDO PDUNHWLQJ REMHFWLYHV DUH WR VWUHQJWKHQ RXU OHDGHUVKL$HNWHQWNELDXWHNEHBQ G QAHROYD WQ ¥
GULYHV SUHIHUHQFHV DFURVV EXVKK) HYWHY BREHBQWUPHUQWHO &RUH DQG ,QWHO ;HRQ SURFHVVRU IDPLO

Q ZH IRFXVHG RQ DFFHOHUDWLQJ EUDQG DZDUHQHVV DQG GHPDQG JHQHUDWLRQ WKURXJK RXU RZQ GL
DFWLYLWLHV SULPDULO\ LQFOXGH DGYHUWLVLQJ WKURXJK GLILWDO DQG VRFLDO PHGLD DV ZHOO DV FRIQV
PDUNHW WR FRQVXPHU DQG FRPPHUFLDO DXGLHQFHV 2XU NH\ PHVVDJLQJ UHLQIRUFHV WKH ,QWHO EUDQG ¢
&HUWDLQ FXVWRPHUV SDUWLFLSDWH LQ FRR'SH UDMIHWHH IFGRRISHW DWLLQYIH DIGSY A D WNL M IWQ D D @ G RRIMWNPHWW LQJ SUR.
EH\RQG WKH VFRSH RI RXU RZQ GLUHFW PDUNHWLQJ &K OWRDRY RRVMRPSKWWL Q U 6 IOY EFHHOW IF 8 QWRD BEQDEH R W W
WHFKQRORJLHY DQG WR XVH RXU EUD QIG\H LSQU RWKU-DLR) SPIDUM IHIMOL@\) UDHALWR EXIUW HWVE X VW RPHUV IRU PDUNHWLQJ C

FXVWRPHUV PHHWLQJ7&KHN.IQ PG FNHWHQILDFWLYLWLHY SULPDULO\ LQFOXGH DGYHUWLVLQJ WKURXJK GLJLWD
FXVWRPHU DQG WUDGH HYHQWYV

5 ' DG,3

SHVHDUFK DQG '"HYHORSPHQW

5  LQYHVWPHQW LV HVYVHQWLDO WR RXU VWUDWHJILF LQLWLDWLYHV LQFOXGLQJ DGYDQFLQJ RXU WHFKQRO
WHFKQRORJLHV 5 ' H[SHQVHV ZHUH ELOOLRQ LQ ELOOLRQ LQ DQG ESODQWE IUDWLRQQ K
FRPSXWLQJ DUFKLWHFWXUHYV DQG QH[W JHQHUDWLR ® GG R BDRMAD VBISE RO RIOFR JHERA W QUBIBX\GH QB G © IVGIFOH G$S D F N [
VRIWZDUH ILUVW FR GHVLJQ (FRV\WWHP SDUWQ BW\K HSY @HMVGE DX WRRDW L R B SEREN/NGL §Q R R HEF WK ROQU KSU R B W
DQG PDURP WLPH WR WLPH DXJPHQW WKHVH LQLWLDWLYHV WKURXJK DFTXLVLWLRQV VWUDWHJILF LQYHVWF

,QWHOOHFWXDO 3URSHUW\

:HRZQ DQG GHYHORSDQIGI QHOBWRRE V3DURXQG WKH ZRUOG WKDW VXSSRUW RXU SURGXFWV \SHRWYLIRFOL R5 L'QC
SDWHQWY FRS\ULJKWV WUDGH VHFUHWYV WUD GHPFPBW NYH @\DV NHAR WIRVS DIGR BKRFVK BRXGEU G BKAVIFNDOX BD X IV @ B UR\\WHKGH
DVVHWYV

:H KDYH REWDLQHG SDWHQWYV LQ WKH 8 6 DQG RWKHU FRXQWULHV %HFDXVH RI WKH IDVW SDFH RI LQQRYL
UHODWHG WR WKHP H[SLUH DQG LQ VRPH FDVHV RXU SURGXFW$VPZH HHS R RBGRROXWHBIUERE R I\ DRIMH. FSXOMDHIGDW \D

EXVLQHVYVY ZH DOVR VHHN WR H[WHOQI®R RWVYV S DWHEBA VEIHRYG QRSB H Y WORISLQJ SWWH\Q WWH PO X REKRXH RIQOLF
SDUWLHV

7KH VRIWZDUH WKDW ZH GLVWULEXWH LQFOXGLQJ VRIWZDUH HPEHGGHES W DRMEIRVGNLIRGIXEW K ROV HQWRIGK G WE
SURGXFWV ZH KDYH REWDLQHG WUDGHPDUNV DQG WUDGH QDPHV IRU RXU SURGXFWV DQG ZH PDLQWDLQ FI
LGHQWLI\ SURGXFWV FRQWDLQLQJ HHOMRBURWHPW BPSRQWOYWMERXW RXU SURFHVVHV SURGXFWV DQG VWL
LQIRUPDWLRQ WKDW ZH EHOLHYH SURYLGHV XV ZLWK D FRPSHWLWLYH DGYDQWDJH

(HRUWV WR SURD® FRM RXOW3 SDUWLFXODUO\ LQ FRXQWULHYLWKWW BO® YLIQG W OH D ¥ \SHURWH R WH/BNIPR®D, 366 L &
DQG RWKHUV PD\ DOWHIKGAVKPRHHBLQJ VIKMLUID UVSQR ®XFAWUDQFH WKDW ZHLIKOWY ER DHEWLIHY W R XRE WDQ B UR G X F
REWDIGQLFHQVHY IURP RWKHU FRPSDQLHV RQ IDYRUDEOH WHUPVY RU DW DOO )RU D GLVFXVVLRQ RIKW\ BOBI\
WR RXU VXFFHVV RXU EXVLQHVV DV D ZKROH LV QRW VLJQLILFDQWOUIGKSHQGHQW RQ DQ\ VLQJOH SDWHQW
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3HRSH®!

2XU SHRSOH DUH IXQGDPHQWDO WR RXU VXFFHVV '"HOLYHULQJ RQ RXU VWUDWHJI\ DQG JURZWK DPELWMLRWVYI
FUHDWH DQ LQFOXVLYH ZRUNSODFH ZKHUH WKH ZRUOG V EHVW HQJLQHHUVY DQG WHFKQRORJLVWYV FDQ IXOIIl
VWRFNKROGHUVY DQG LPSURYHV WKH OLIH ROMMMW\ ISH BXKQK RIK &K ¥ NS @MEHKBEWZ R U N | R IBHHR SOKH. PR/ RD V HRRPPHEHLL
FUHDWLQJ SUDFWLFHV SURJUDPV DQG EHQHILWY WKDW VXSSRUW WKH UDSLGO\ FKDQJLQJ ZRUOG RI ZRUN [

EXOWXIDM¥ IRUPDWLRQ

,Q ZH LQLWLDWHG D FRPSDQ\ ZLGH FXOWXUDO W U DFV FRUPW IVE IRIL E H DIQIE MG KR HRK® QR XY JD B U BAY \E R
WKLNRBW ZH VWUHDPOLQHG RUJDQL]DWLRQDO VWUXFWXUHV E\ UHGXFLQJ PDQ@BHVMHROMD QDNNUAHD R G VS@B P
H[HFXWLRQ IRVWHU D PRUH UHVSRQVLYH ZRUNIRUFH DQGH.BODRHWIG DQEUGPNGW HAPW KDWY CRQHWLIHF B QL RDOW
FXVWRPHU LPSDFW UHLQIRUFLQJ D FXOWXUH W K DMK FS\UHL R QILWY/IL]BIW LW SHHVH U HF (U L RS RUVED QAW REBWH AW R R
WHUP FRPSHWLWLYHQH VIV FLGI® RSBV ZW LIRGMIWQ AH RXU SURGXFW DQG SURFHNMW WRIWKQ RG] F R REDGPIHIANDRIG
WUDQVIRUPDWLRQ ZH DOVR HYROYHG RXU ZRUNSODFH PRGHO WR VWUHQJWKHQ FROODERUDWLRQ DQG H[HI
7KLV FKDQJH LV LQWHQGHG WR VXSSRUW EXVLQHVV SULRULWLHYV H @B 0 RNYWH W K i EELHDQGHWL KVWE R | RUIQWSHDIPZARRQ N
WHDPV IDVWHU GHFLVLRQ PDNLQJ DQG JUHDWHU LQQRYDWLRQ DUH HVVHQWLDO WR RXU ORQJ WHUP VXFFt!

7DOHQW ODQDJHPHQW

:H FRQWLQXH WR VHH VLJQLILFDQW FRPSHWLWLRQ IRU WD OH QRIHVWKPR WHER XWUWE® B VP! BLLRRD BIXW W RX W Q IGXD
PHDVXUHV DQG LPSOHPHQWHG KHDGFRXQW UHGXFWLRQV XRGW W QRWHV W P K56 WW WK W &Y DQF B ODRV K- IS DHRFHIY V
UHTXLUH IRRYWAGWR DWWUDFW DQG UHWDLQ WDOHQW SDUWLFXODIM\ LQLYWHFKRQREDO UR@HV 2XU XQGHVL

:HLQYHVW UHVRXUFHV WR GHYHORS WKH WDOHQW QHHGHG WR UHPDLQ DW WAKRH IR WHINIRQVY RBEURQRIYPWDR
DVVLIQPHQW RSSRUWXQLWLHV 2XU MRE DUFKLWHFWXUH LV GHVLJQHG WR KHOS HPSOR\HHV TRUBWH H X WXI
JURZWK DQG GHYHORSPHQWHRJ REQWRIRISDIHL ZQHRRYU WHFKQLFDO FRPPXQLW\ DQG SURPRWH HQJDJHP H QW URX(
RXU SHULRGLF HPSOR\HH BPSHWH NIEN MXYUDN®E&E D PDQDJHU SXOVH WRRO HPSOR\HHV WERLWRRBR DVKIMWIVU WKY
H[SHULHQFHY DQG WKHLU OHDUQLQJ DQG GHYHORSPHQW RSSRUWXQLWLHV 2XU HPSOR\HHV YRLFHV DUH LF
SRUWLRQ RI RXU H[HFXWLYH DQG HPSOR\HH SHUIRUPDQFH ERQXV WR PHWULFV IRFXVHG RQ DFWLYDWLQJ D(
EXVLQHVV GHSHQGV RQ KRZ ZH HQJDJH PDQDJH DQG UHZDUG RXU SHRSOH 2XU SHUIRUPDQFH PDQDJHPHQW
GLVFLSOLQHG H[HFXWLRQ

,QFOXVLRQ LV D FRUH HOHPHQW RI RXU YDOXHV DQG LQVWUXPHQWHED WR VGERJ IFXUIHDIWLIHY Q RARDUWN ISROM BHD @ KSRML \
EDFNJURXQGYV DUH QRW RQO\ UHVSHFWHG DQG YDOXHG EXW DOVR FKDOOHQJHG DFNQRZOHGJHG UHZDUGH

( P S® HH KHDGFRXQAQFOGHY RXUFRUH , QMOZ RINRUFH DV Z HODV HP S® HHV DD RELGA H DQG RKHUVXEVIGIDUHY
8 QGHVILHG WUQRYHULGFOIGHY DOUH XOU, QMAHP SBY HAV Z KR YROQIEUD BIWQMO EXWERHY QRAGFOGH , QMIFROMDPWP S\ HHV LOMEY RUHP S HHV Z KR VHSDUDAMG IURP | QIMOGXH \iR GLYHMUA
UAMUHP HQAYROQY VHSDUMRQ SDANDIHY GHDW IRE. HIP LGDVIRQ RUUHGHS® P HQAVRUO' REIBA H DQG RKHUGRQ QI UDWG VXEVIGIDUHY HP SB HHV
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&RPSHQVDWLRQ DQG %HQHILWYV

:H VWUXFWEHRHIDWY DQG VHUYLFHV WR PHHW WKH YDU\LQJ QHHGV Rl RXU HPSOR\HHV KHOSLQJ VXSSRUW
RSSRUWXQLWLHV DQG ILQDQFLDO UHVRXUFHV 2XU WRWDO WEHARDUSG FDBVHG W EQ FIAXOGHNYV PIDQ G HEW GHORWHE\H WOL(
KHDOWKFDUH DQG UHWLUHPH QW &G HQMHIOW Y HB ¥ HG S\DLWPHHOQRM UHLQWHJUDWLRQ IDPLO\ H[SDQVLRQ DVVLVWDQF
:H EHOLHYH WKDW RXU KROLVWLF DSSURDFK WRZDUG FRPSHQVDWLRQ FDUHHU GHYHORSPHQW DQG FUHDW
GHYHORS DQG SURJUHVV LQ WKHLU FDUHHUV DW DOO OHYHOV

+HDOWK 6DIMWORESV:

:H DUH FRPPLWWHG WR SURYLGLQJ D VDHHIEQ@GODYMX UW\QNHMWZRY $EIRDBEBPY GHVLIQHG WR LPSURYSURKL\GLH
WR D YDULHW\ RI LQQRYDWLYH IOH[LEOH DQG FRQYHQLHQW KHDOWK DQG ZHOOQHVV SURJUDPV LQFOXGLQ
DQG EHKDYLRUBORKB YXOWKRXV HUJRQRPLF SURJUDRERER JH UWIDF ONRGHXSISW X WOQFE WE ORBHOVR HKVWKUH RHQFRXUDJHC
UHVRXUFH JURXSV IRU FRPPXQLW\ DQG FRQQHFWLRQ XVH WKH HPSOR\HH DVVLVWDQFH SURJUDP IRU PDWW
PHQWDO ZHOKW [EHWE®G: WR FRRUMNQ WHR FEXU GHG RXU VWURQJ VDIHW\ FXOWXUH DQG GULYH WKH JOREDO H[SDC
HGXFDWLRQ DQG HQJDJHPHQW DFWLYLWLHV

&RBRIDM 5 HVSROVEIDW

:H EHOLHYH WKDW UHVSRQVLEOH EXVLQHVV SUDFWLFHV VWUHQJWKHQ RXU SRVLWLRQRXW V36 8ED BKPR.QS RO
VWDNHKROGHUV LQFOXGLQJ RXU FXVWRPHUV DQG FRPPXQLWLHYV 8QOLNH PDQ\ FRPSDQLHV LQ WKH WHFKQ
SURGXFWYV LQ RXU RZQ ZDIHU IDEULFDWLRQ DQG7 KDV N S®RDV¥WKHPHIQ \D R & UNGIVIWH FOVF HQYWURQPHQWDO IRRW
IDEOHVV FRPSHWLWRUV ZKRVH LPSDFWV VLW LMOW R HILY WX X¥OD KIQRLOTEW DRYBYWWDIH GLUHFW FRQWURO RY
VXVWDLQDEOH SUDFWLFHV DW WKH FRUH RI SURGXFWLRQ

0DQDJLQJ RXU VXVWDLQDEOH EXVLQHVV SUDFWILFHWE®HIOBW XWUHGXWHKH®R VWS RGWHRKRD [ KWIHVLO L HK E R YDHWGNV
HQYLURQPHQWDO SURMHFWY DQG VHW FRPSDQ\ ZLGH DPELWLRQV WR FXW JUHHQKRXVH JDV HPLVVLRQV HQ
HILFLHQF\ LQ PLQG WR KHOS FXVWRPHUV ORZHU WKHLU RZQ HPLVVLRQV HQHUJ\ XVDJH DQG FRVWV

2XU VXSSO\ FKDLQ SUDFWLFHV DUH GHVLJQHG WR GULYH UHVSRQVLEOH DQG VXVWDLQDEOH EXVLQHVV SUDI
RXU JOREDO PDQXIDFWXUERDBBERDDWRQLWK LQGXVWU\ SHHUV WR LPSURYH WUDQVSDUHQF\ DURXQG FOLP
HIRUWY RQ UHVSRQVLEOH KHOH FROV VRRKUBPWQRQV KHOS HVWDEOLVK LQGXVWU\ ZLGH VWDQGDUGV GHYHOR
FKDQJH

2XU FRPPLWPHQW DVWIF RO@WDEL®LW\ DQG UHVSRQVLEOH EXVLQHWYD S UHPRWMIRAHW\D 886 LHN MRVHGHW R HESKARRO 8
,QWHO V *OREDO +XPDQ 5LJKWV B3ULQFLSOHV ZKLFK IRUP WKH IRXQGDWLRQ RI RXU SROLFLHVY SUDFWLFHV

+XPDQ 5LIJIKWV &RPPLWPHQW

:H DUH FRPPLWWHG WR PDLQWDLQLQJ DQG LPSURYLQJ VIVWHPVY DQG SURFHVVHV WR DYRLG FDXVLQJ RU FR
VXSSO\ FKDLQ 2XU LQWHJUDWHG DSSURDFK LQFOXGHV VHQLRU P DHQ D OH/RHIQ@WJ D QK RACKYUHRPHIG\R XDAQ B/ KEHR DRI U OZ
H[SHUWV WR LQIRUP DQG HYROYH RXU SROLFLHVY DQG RYHUVLJKW SURFHVVHV :KLOH ZH GR QRW DOZD\V NC
XVHUV PD\ GHYHORS ZH GR QRW VXSSRUW RU WROHUDWH RXU SURGXFWV EHLQJ XVHG WR DGYHUVHO\ LPSD
XVHG E\ D EXVLQHVV SDUWQHU LQ FRQQHFWLRQ ZLWK DEXVHV RI KXPDQ ULJKWV ZH LQWHQG WR HYDOXDWtEF
FRQILGHQFH WKDW RXU SURGXFWV DUH QRW EHLQJ XVHG WR DGYHUVHO\ LPSDFW KXPDQ ULJKWV

2YHU WKH SDVW GHFDGH ZH KDYH GLUHFWO\ HQJDJHG ZLWK VXSSOLHUV WR YHULI\ FRPSOLDQFH DQG EXLO
ULIJKWV LWVKRIQGXFW SHULRGLF VXSSOLHU DXGLWY DQG HQJDJH FULWLFDO GLUHFW VXSSOLHUV WHURDOD®FH
WKH ,QWHO &R G HGR3 LARGERORMIMH Q G I VKW VHVIRI LQGLUHFW VXSSOLHUV WKURXJK LQLW LUDHWISROW LEXV A GORI@ Dk
FKDLQ UHVLOLHQFH

2 XUYXMGHW
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(QHUJ\

:HIRFXV RQ UHGXFLQJ RXU RZQ HQYLURQPHQWDO IRRWSULQW ZKLFK KHOSV GHOLYHU ILQDQFLDO DQG FXV
JUHHQKRXVH JDV HPLVVLRQV DVVRFLDWHG ZLWK HQHUJ\ FRQVXPSWERHQKIRZRQYHY W R B R WINWLGRRIDXG A RWVHQH B
DOWHUQDWLYH HQHUJ\ SURMHFWV ,Q ZH UHLQIRUFHG DFFRXQWDELOLW\ E\ W\LQJ D SRUWLRQ RI H[HFX\
UHQHZDEOH HOHFWULFLW\ XVH DN RRQMAHPEHWR SXUVXH HPLVVLRQV DEDWHPHQS RRKVNVQIYGIE W TXOL 8 P Q@& DF
HQHUJ\ FRQVHUYDWLRQ %H\RQG RXU RSHUDWLRQV ZH IRFXV RQ DGGUHVVLQJ FOLPDWH LPSDFWLM XI$@MURIC
SURGXFWY DQG OHYHUDJLQJ ,QWHO WHFKQRORJLHV WR KHOS RWKHU VHFWRUV UHGXFH WKHLU FOLPDWH DC

DWHU

:DWHU LV FULWLFDO WR VHPLFRXFXFXVRWVUDBXYIWD ZWWHILQWR: UHPRYH LPSXULWLHV IURP RXU VLOLFRQ ZDIHL
RXU *OREWEU 3REAUFVWUDWHI\ LV GHVLIJQHG WR RSWLPL]JH UHVRXUFH XVH UHGXFH FRVWYV ©®%Q 6 PQDILIDWAD K
UHVSRQVHEDLP WR PHHW RXU EXVLQHVV QHHGV ZKLOH VXSSRUWLQJ WKH FRPPXQLWLHYV ZKHUH ZH RSHUDWF

DVWH

:H KDYH ORQJ EHHQ FRPPLWWHG WR ZDVWH PDQDJHPHQW WKHM FKDQ D H MH) & K. UWAXFARDYUH B \F R Q B PS U/RNGUKI- WKRLCY \WH.|
IRFXV RQ RSSRUWXQLWLHYV WR XSF\FOH ZDVWH E\ LPSURYLQJ ZDVWH VHJUHJDWLRQ SUDFWLFHV DQG FROOD

*RYHUQDQFH DQG 'LVFORVXUH

:H DLP WR SURYLGH WUDQVSDUHQF\ DURXQG RXU FDU&R QURRMZRIN) W D QG| R O B PRX\UHGLMFNWR X ¥ U @ NRW8 BIRDYIHHL
PHWULFV 2XU LQWHJUDWHG DSSURDFK LQYROYHV PXOWLSOH WHDPV VHQLRU PDQDJHPHQW DQG ERDUG OH
&OLPDWH UHODWHG ULVNV DQG RSSRUWXQLWLHY DUH GHWDLOHG LQ RXU DQQX&L BWERN BEWRIREHYSBRQVILEG
J)DFWRUV ZLWKLQ WKHV&RRUBRUDWH 5HVSRQVLELOLW\ 5HSRRW D'GY R @G $\$ RX VUG PHZRRIWXYUBIQWBRLY SXEOLVKE
AXHVWLRQQDLUH RQHRRRQWMEYXWM R EH VXEMHFW WR HYROYLQJ FOLPDWH UHODWHG GLVFORVXUH UHTXLUH

7 KH FRQMQWV Rl RXUZ HEVIWW DQG RXU& RUSRUDM 5 HVSRQVELDN 5 HSRW* BEDCE: @ DWW & KDQJH 3RTA & @ DM 7UDQUMRQ$S AIRQ3 @Q DQG&' 3 & @ DM &KDQIHDQG: DWUB XWH\ V DUH UHHUHQFHG IRU
JHHDAQRIP DURQ RQD DQG DUH QRAGFRISRIDMG B\ UHHUHGFH IQWLY ) RWP

2 XUYMCHW
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ODQDJHPHQW V 'LVBROWWLRDVD QG

2 YHMHZ

2XU 0" €HJLQV ZLWK DQ RYHUYLHZ RI VLIJQLILFDQW HYHQWYV DQG NH\ GHYHORSPHQWV LQ W KVID KVH B HEDUORYOL
GHWDLOHG GLVFXVVLRQ RI RXU RSHUDWLQJ VHIJPHQW UHVXOWYV IROORZHG E\ RXU FRQVROLGDWHG BRQXONX
ZLWK D GLVFXVVLRQ RI RXU FULWLFDO DFFRXQWLQJ HVWLPDWHYV

6 LJQUEDQN YHQN DQG 7 UHQGV,P SDRIQ] 5 HVXQOWV

7KH IROORZLQJ GLVFXVVLRQ KLJKOLJKWYV VLIJQLILFDQW HYHQWY NH\ GHYHORSPHQWY DQG WUHQGV WKDW
SRVLWLRQ GXULQJ DQG WKDW ZH EHOLHYH PD\ FRQWLQXH WR LQIOXHQFH RXU IXWXUH RSHUDWLQJ UHVX
WKH FRPSDUDELOLW\ RI RXU UHVXOWV

8 6 * RYHP HQ/$ JUHP HQW

2Q8XIXVW ZH HQWBUKNG QWVWR) G &RPPRHBPWEWN 8 6 *BYVIMWIQPH@W ZLWK WKH 8 6 'HSDUWPHQW RI &RP
FRQWLQXHG H[SDQVLRQ RI 8 6 VHPLFRQGXFWRU WHFK®RIDR/MW DQG P DRXUN KW QWL YR QHOHS WL UERIVSIRIZ RHKCHVS 6

ZH HQWHUHG LQWR DQ DPHQGPHQW PWR RRXUHHRPIRMU EL V& &#KB6'2& UHPRYLQJ WKH SULRU SURMHFW PL(
GLVEXUVHPHQWY XQGHU WKH DJUHHPHQW DV ZHOO DV VXEVWDQWLDOO\ DOO RWKHU QHJXGUE P MRV }
ZLWK WKH ELOOLRQ SUHYLRXVO\ UHFHLYHG DQG UHFRJQL]JHG E\ XV DV JRYHUQPHQW LQFHQWLYHV !

ZH UHFHLYHG WKH IXOO DPRXQW RI WKH DFFHOHUDWHG GLVEXEWHPBHONWAP HERDRDLQJIEXQOHBQVKH FRP

ZH LVVXHG WR WKH '2& PLOOLRQ VKDUHV RI RXU FRPPRQ VWRFN DQG D ZDUUDQW WR SXUFKDVH XS
WR FHDVH WR GLUHFWO\ RU LQGLUHFWO\ RZQ DW OHDVW RI RXU ,QWHO )RXQGU\ EXVLQHVV DQG

" ZH LVVXHG LQWR HVFURZ PLOOLRQ VKDUHV RI RXU FRPPRQ VWRFN WR EH UHOHDVHG WR WKH 8 6 J
GLVEXUVHPHQWY FRQWHPSODWHG E\ RXU H[LVWLQJ DJUHHPHQW DQG UHODWHG SH&HAWUW bR FXURECLROI
$V RI '"HFHPEHU ZH KDG UHOHDVHG PLOOLRQ (VFURZHG 6KDUHV XSRQ RXU UHFHLSW RI FDVK Sl

2XU DFFRXQWLQJ FRQFOXVLRQ KRWMHFAHEOW DR SHHYMOWHG LQ RXU &RQVROLGDWHG &RQGHQVHG )LQDQFLD(
ZDV VXEVHTXHQWO\ DGMXVWHG EDVHG XSIRRI RKUH FER @ VRXQD WBKIAE o QF\E INWF®) XVEHIFG VAWPDR XU IRXUWK TXDUWHU RI |
JRUP 4 ILOLQJ GDWH RI 1RYHPEHU $QQXDXUSHISRYOWRQLIRWKLY. IRU WKH ILVFDO \HDU HQGHG 'HFHPEHU

KDYH FRQFOXGHG WKDW VXFK DGMXVWPHQWY DUH LPPDWHULDO WR RXU &RQVROLGDWHG &RQGHQVHG )LQD¢(
/RVV 3HU 6KDUH DQG BWRFNKROGHUV (TXLW\ ZLWKLQ 1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQV

3 UYDW 3 OFHP HQAB KDUH 6 DBI$ J UHHP HQW

,Q 4 ZH HQWHUHG LQWR WZR DJUHHPHQWYV IRU WKH LVVXDQFH DQG VDOH RI VKDUHV RI RXU FRPPRQ VW
PDOXIDFWXWIQQUDVWUXFWXUH DQG ORQJ WHUP JURZWK LQLWLDWLYHYV

' R@XJIXVW ZH HQWHUHG LQWR DQ DJUHHPHQW ZLWK 6RIW%DQN *URXS WR LVVXH DQG VHOO WR 6
VKDUH UHSUHVHQWLQJ DQ DJJUHJDWH FDVKHSXWWKIDYHHSDQEHVROH REMKMHLRRDUHY ZDV FRPSOHWHG R
RQ 6HSWHPEHU ZH HQWHUHG LQWRWRQ LVMXHHHP @ QW HQBIKORIAINY' MKDUHV RI RXU FRPPRQ VWRFN

DJJUHJDWH FDVK SXUFKDVH7KWHLEWMVRID QF HE D@L RROH RI WKH VKDUHV ZDV FRPSOHWHG RQ 'HFHPEHU
$AMD' LYHAMIUH

2Q$SULO ZH VLIJQHG D WUDQVDFW [, RQ \[S KRBQHHP HIGVIR BIQNIBEO 6DV H VRR 6/8 O O RI DOO LVVXHG DQG RXWV\
$OWHUD RXU ZKROO\ RZQHG VXEVLGLDU\ DV RI WKDW GDWH 2Q 6HSWHBBHWD IRU QAHNFRPSOHDVHIGF R & M LGIH
FRQVLVWLQJ RI ELOOLRQ LQ FDVK SURFHHGYV UHFHLYHG ZLWKLQ WKH WKLUG TXDUWHU RI PLOOLF
RIVHW R PLOOLRQ IRU $0 WH WU 2 DW KHWUHG B/RB SBQRELPDWHO\ PLOOLRQ LQ VHSDUDWLRQ DQG HPSOF
SXUFKDDE®G DWHMI IRU RWKHU GLUHFW DQG LQFUHPHQWDO FBVWY HFFHPEHUG LQ FR @8 HAWIRRES B GRWKK \WPK D®RIR

DVVHWY WKH SUHVHQW YDOXH RI GHIHUUHG FROQ@QVG. G H UPMILARLR @ XD/'\GA D WREIHMA DIRER X BWEQLNY BFE UOQ RQ HW HUP Ol
UHVSHFWRUHDRRXQWYV SDVBEOWHWRUG®LRQ DQG HPSOR\HH UHODWHG FRVWV WKDW KDYH QRW \HW EHHQ SDL
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8SRQ FORVLQJ WKH WUDQVDF®QW® UDHI GRIF REVRORGDRHGDWHG )LQDQFLDO 6WDWHPHRWWHDQ GZ K HIKDZ § HDG- |
XQGHU WKH HTXLW\ PHWHKRG Rl BPEGRKRQIYPOXH RI RXU QRQ P DUN HWDEDHU B TIX\L W O BHAVYLK RS GL @ ¥ MY\ BRIV IC
%DODQFH 6KHHWV DW 'HFHPEHU DQG ZDV UHFRJQL]HG DV D QRQ FDVK LQYHVWLQJ DFREYWW U B LGLKYLH)
UHVXOWHG LQ D SUH WD[ JDLQ RI L QWHUGIVRQ EHEHRIFK WG QHW RLFHUWDLQ FRVWYV ZHD K XKD O JRAH 16 G UWHR WXE
FRVWV ZH LQFXUUHG W B S\WSHROLWBW HEXWVLQHMOOLRQ RI WKH JDLQ UHVXOWHG IURP WKH UHPHDOAX H H B HQRV LRV
WKH WUDQVDFWLRQ FORVH SOWKHVBEWILHRQW B QERWMHVWLWXUHY ZLWKLQ 1RWHV WR &RQVROLGDWHG )LQDQF

5 HVAKRMXUQ)

,Q 4 ZH FRPPHQFHG DQ HQWHUSULVH ZLGH LQLWLDWLYH WR WUDQVIRUP RXU FXOWXUH DQG WKH ZD\ LC
GULYH WUDQVSDUHQF\ DQG DFFRXQ¥WDEDOMNR DWHKRYV WW R B WVIRRFPDWMLRQ ZH LPSOHPHQWHG WKH 5HVWU X
RUJDQL]DWLRQDO VWUXFWXUH DQG UHGXFH PDQDJHPHQW OD\HUV DFURVV IXQFWLRQV ZKLOH UHDOORFDWL(
ORZHU SULRULW\ SURJUIXMHW B XE DQERAQW LWYHIXFWLRQ LQLWLDWLYHYVY UHGXFHG RXU FRUH ,QWHO ZRUNIRUF

RXU 4 HQGLQJ HPSOR\HH KHDGFRXQW ,Q ZH UHFRJQL]JHG UHVWUXFWXULQJ FKDUJHV RI ELOOLRQ
SHVWUXFWXULQJ 30DQ DQG LQFXUULQJ FKDUJHV DV ZH VXEVWDQWLDOO\ FRPSOHWHG WKH 5HVWUXFWXU
VHYHUDQFH DQG UHODWHG HPSOR\HH H[LW FKDUJHV RI ELOOLRQ DQG QRQ FDVK DVVHW LPSDLUPHQW FK
DQG WKH FRQVROLGDWLRQ DQG H[LW RI FHUWDLQ UHDO HVWDWH SURSHUWLHV

2XU FRQVROLGDWHG UHVXOWYV IRIF®$EBUDWLREHVO AHWDMW BGVHBUHFLDWLRQ DQG LPSDLUPHQW FKDUJHV UHI
GHWHUPLQHG WR KDYH QR UHPIXILQYLGHB WISHPRDWLWOP@ ZD/’ANH EDVHG RQ DQ HYDOXDWLRQ RI RXU FXUUHQW SUR
GHPDQG IRU RXU SURGXFRHW B @R Q HDWIKFAKDUJHV R PLOOLRQ QHW RI FHUWDLQ LWHPV ZHUH UHFRUGH

YRXQGU\ VHIPHQW

,Q ZH DQQRXQFHG DQG LQLWLDWHG WKH SHVWUXFWXULQJ 30DQ ZKLFK UHGXFHG KHDGFRXQW FRQV
RSHUDWLQJ BVSBEBQMHAXOW RI LQLWLDWLQJ DQG GHSOR\LQJ RXU S5HVWUXFWXULQJ 30DQ ZH UHFRJQL]JHG |
2XU FRQVROLGDWHG UHVXOWYV RI RSHUDWLRQV ZHUH DOVR PDWHULDOO\ LPSDFWHG E\ WKH IROORZLQJ

ELOOLRQ RI FKDUJHV VXEVWDQWLDOO\ DOO RI ZKLFK ZHUH UHFRUGHG WR FRVW RI VDOHV UHODW
PDQXIDFWXULQJ DVVHWV D VXEVWDQWLDO PDMRULW\ RI ZKLFK UHODWHG WR RXU ,QWHO SURFHVV Q

' ELOOLRQ RI QRQ FDVK FKDUJHV DVVRFLDWHG ZLWK WKH LPSDLUPHQW RI JRRGZLOO IRU FHUWDLQ F
S5HVWUXFWXULQJ DQG 2WKHU &KDUJHV ZLWKLQ 1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

ELOOLRQ RI QRQ FDVK FKDUJHV UHFRUGHG WR SURYLVLRQ IRU LQFRPH WD[HV WKDW VXEVWDQWLD!
3URYLVLRQ IRU TRHIQHIZWWMKR® \EKDRD' $

1 RQ &RQMRTY , QMUIHN

1HW LQFRPH ORVV DWWULEXWDEOH WR QRQ FRQWUROOLQJ LQWHUHVWYV LV FRPSULVHG RI QHW LQFRPH RU
6&,3DQFUL]RQD @¥Q® RI ZKLFK DUH RXU PDMRULW\ RZQHG VXEVLGLDULHY WKDW ZH FRQVROLGDWH 1HW LQFF
ORVV DWWULEXWDEOH WR QRQ FRQWUROOLQJ LQWHUHVWYV ZDV 1 RWOIOQRRP B @GV W UR EX@IDRED HQV R QRQGF R (
SULPDULO\ GULYHQ E\ WKH SODF $RHDRD R 6\ B9 X LDFMWXWUQD BKN HRWY LQWR VHUYLFH GXULQJ DQG WKH Ul
IURP ,UHODQQG 6&,3QHW ORVV DSSOLFDEOH WR QRQ FRQWUROOLQJ LQWHUHVWVY UHODWHG WR WKH 4 H QR
DQWLFLSDWH WKDW QHW LQFRPH DWWULEXWDEOH WR QRQ FRQWUROOLQJ $QMR Q Bl \6\#P\3 @ X OD0F WK QWQ O DN WHR
VHUYLFH DQG WR LQFUHDVH VLJQLILFDQWO\ LQ IROORZLQJ RXU H[SHFWHG FRPSOHWLRQ RI FRQVWUXFW
&RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

0 DQXIDANUQY ( [ SDQVRQ 3 URMFW DQG) XWMUH 1 RCH' HYHBSP HQV
$vV SDUW Rl WKH WUDQVIRUPD@WULRQ REMW B TRRIBEVWE WKDW ZH ZRXOG WDNH D PRUH GLVFL3RHQ@GHYVDBEEURDYF
DQG PDQXIDFWXULQJ RI OHDGLQJ HGJH VHPLFRQGXFWRU PDQXIDFWXULQJ SURFHVV WHFKQRORJLHV RU QRC

D UHWXUQ 8QGHU RXU PRUH GLVFLSOLQHG DSSURDFK ZH LQWHQG WR LQYHVW FDSLWDO LQ IXWXUH QRGH 1
OLQH RI VLIJKW WR DQ DFFHSWDEOH UHWXUQ RQ WKDW FDSLWDO
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2Q WKH PDQXIDFWXULQJ VLGH ZH LQLWLDWHG WKH FRQVROLGDWLRQ RI RXU &RVWIDWQBP ® Q& VO-DREIDV D GV
FRQVWUXFWLRQ IRU RXU QHZ 2KLR IDE DQG GLVFRQWLQXHG SODQQHG H[SDQVLRQV LQ *HUPDQ\ IDE DQG 3}
7KHVH DFWLRQV UHIOHFW RXU IRFXV RQ GHSOR\LQJ FDSLWDO LQ FRRUGLQDWLRQ ZLWK WDQJLEOH PLOHVWF

:LWK UHVSHFW WR OHDGLQJ HGJH SURFHVV WHFKQRORJ\ GHYHORSPHQW ZH UHFHQWO\ UHOHDVHG WKH ,QW
OHDGLQJ HGJH QRGH ,QWHO $ DQG ZH FRQWLQXH WRGEMYHDRGS IIRUVIG\M X U ¥ D, IWHD GBRIGRHG X, OWWH O Q 85 B W HIX
IRFXVHG RQ WKH FRQWLQXHG GHYHORSPHQW RI ,QWHO  $D QX HQWWH W Q& @HUDMAORG. QR G HV E HOR LG D QWHO[ W I8
+RZHYHU ZH DUH XQDEOH WR VHFXUH D VLJQLILFDQW H[WHUQDO FXVWRPHU DQG PHHW LPSRUWDQW FXVWRP
GHYHORS DQG PDQXIDF@/ WKFOMAMRUS$OHDGLQJI HGJH QRGHV RQ D JR IRUZDUG EDVLV ,Q VXFK HYHDQW \ZHFP
QRGHV DQG YDULRXV RI RXU PDQXIDFWXULQJ H[SDQVLRQ SURRHPWAH LIQL MW XK HF RQW/H Q X3 RIGXHF WN/OXQ & IR X
GHVLJQHG WR XWLOL]H ,QWHO $ DW SUHVHQW ZH DUH PDLQWDLQLQJ WKH RSWLRQ WR GHVRQG | QW XWHR 0
SURGXFHG LQWHUQDOO\ RU EN\ ZHY ZH{WHH WERD®L MROPRIGMLQ X H OHXYGI UREPHOWR B IQR@HNO ZH H[SHFW WKDW D PDM
WR EH PDQXIDFWXUHG LQ RXU RZQ IDFLOLWLHW KWR)OILK LIDW RKXD\QRGHYV %5 N RXVWVOHCR Q$RXU FXVWRPHUV DQ:
WR WKH PDUNHW PDQXIDFWXUHG RQ WKH PRVW DSSURSULDWH LQWHUQDO RU H[WHUQDO QRGH IURP D SHUI
PDQXIDFWXULQJ IDFLOLWLHYV ZKHUH ZH EHOLHYH WKH\ ZLOO \LHOG DQ DWWUDFWLYH UHWXUQ ZH EHOLHYH
UHVXOWV IRU WKH FRPSDQ\




2SHUDWLQJ 6HIJPHQW 5HVXOWYV

.Q 4 ZH PDGH DQ RUJDQL]DWLRQDO FKDQJH WR LQWHJUDWH 1(; LQWR &&* DQG '&$, DQG PRGLILHG RXU "
UHRUJDQLSDWLROMRU SHULRG VHIPHQW GDWD KDV EHHQ UHWURVSHFWLYHO\ DGMXVWHG WR UHIOHFW WKH Z
RSHUDWLQJ VHIPHQWKSIWBIRHPBQFR FKDQJHV WR RXU &RQVROLGDWHG )L @D @F UB @ X6aWD W H WHKGIW M RRUJ D@L]B W
PDQDJHG RXU EXVLQHVV WKURXJK WKH RSHUDWLQJ VHIPHQWY SUHVHQWHG EHORZ DQG KDYH LQFOXGHG WK
VHIPHQWY UHVXOWV RI RSHUDWLRQV 2XU GLVFXVVLRQ UHJDUGLQJ RXU VHIJPHQWY UHVXOWV RI RSHUDWLI
DQG ELOOLRQ RI FKDUJHV UHVXOWLQJ IURP YDOXDWLRQ DOORZDQFHV UHFRUGHG DJDLQVW RXU QHW
DQG XVHV LQIRUPDWLRQ IRU GHFLVLRQ PDNLQJ SXUSRVHV EDVHG XSRQ VHIJPHQW UHVXOWV WKDW H[FOXGH
BWDWHPHQWY RI WKLV )RUP . UHFRQFLOHV RXU VHIJPHQW DQG FRQVROLGDWHG UHVXOWYV IRU HDFK RI WK}

QB UIRGXFW

,QWHO 3URGXFWV FRQVLVWVY VXEVWDQWLDOO\ RI WKH GHVLJQ GHYHORSPHQW PDUNHWLQJ VDOH VXSSRU\
,QWHO 3URGXFWV LV FRPSULVHG Rl WZR RSHUDWLQJ VHIPHQWYV &&* DQG '&$, &&* GHOLYHUV SODWIRUPV D
SHUIRUPDQFH FRQQHFWLYLW\ DQG XVHU H[SHULHQFHV IRU FRQVXPHU DQG FRPPHUFLDO PBUNHRW\\ZWWRVFD
HGJH '&$, GHOLYHUV ZRUNORDG RSWLPL]JHG VROXWLRQV EDVHG XSRQ ®XDF[FH D H EDMNRURW X U&V 1563 & DDMIEIFE
SHUIRUPDQFH DQG VFDODELOLW\ IRU FORXG HQWHUSULVKHWBQMNFRPWXQLE D WL REHIQENHSEE. \BIBRIG N RUPAPHIE) \& \
DQG WR D OHVVHU H[WHQW E\ FHUWDLQ WKLUG SDUW\ PDQXIDFWXUHUV

,QWHO 3URGXFWYV )LQDQFLDO 3HUIRUPDQFH

"HF

<HU( Q&HG Q0 LaRQV &&* &%, 7RWDO
SHYHQXH

&RVW RI VDOHV DQG RSHUDWLQJ H[SHQVHV

2SHUDWLQJ LQFRPH

2SHUDWLQJ PDUJLOQ

"HF
<HU(QGHG Q0 @RV &&* &S, 7RWDO
SHYHQXH

&RVW RI VDOHVY DQG RSHUDWLQJ H[SHQVHYV
2SHUDWLQJ LQFRPH

2SHUDWLQJ PDUJLQ

"HF
<HDU( QGHG Q0 LGRQY &&* &S, 7RWD O
5HYHQXH
&RVW Rl VDOHY DQG RSHUDWLQJ H[SHQVHV
2SHUDWLQJ LQFRPH
2SHUDWLQJ PDUJLQ

2 SHIDIY VHI P HQABHVXOV IQFOIGH IQMYHI P HOVMIQDQRIDCDRMW UHHUR 1RWM 2 SHUIMG) 6 HIP HQW Z WIQ 1 RMV \R & RQVRIEDWG ) IQDQRIDGE \BAMP HQI |RUD UHFRQAIDMRQ EHE HHQ RXURSHIMT)
VHI P HQADQG FRQVRIEDWG | (QDQADOUHVXOY | RUWH SHURGY SUVHQMG




2 SHUDMZY 6 HIP HQMB HYHQXH 6 XP P DU

%
7RWDO ,QWHO 3URGXFWV UHYHQXH ZDV ELOOLRQ LQ GRZQ PLOOLRQ IURP

" &&* UHYHQXH GHFUHDVHG ELOOLRQ IURP &OLHQW UHYHQXH FROOHFWLYHO\ QRWHERRN DQG G
GXH WR ORZHU FOLHQW YROXPH UHVXOWLQJ IURPHGQW B HAFHHOQWMDODL@ FXWWRPHHW V. QRHW WH YYHV VRN KD O
UHGXFWLRQV LQ &XVWRPHUV QRUPDOL]JHG LQYHQWRU\ OHYHOV WKURXJK 4 DQG FRQWLQXHG W
LOQWHUQDOO\ PDQXIDFWXUHG ZDIHUV OLPLWHG SURGXEW GMBUBDEFHOLQV\ GHMSLMWAKMZENWKORKRWIL BE © D ¢
YROXPHV GULYHQ E\ KLJKHUFGHRQ®Q@GY RKRZMHY IBBHFUHDVHG LQ 4 DV PDUNHW GHPDQG H[FHHGHG RXU
ZDIHU IDEULFDWLRQ VXSSO\ FRQVWUDLQWY SULPDULB\HZ8WKW WKSHNHW WRSBRX FRQWW O D LUNRF MWR/ SHRC

FRQVWUDLQWA LPSDFIWILGILQJ RXU DELOLW\ WR IXOO\$BBWW QF X VWARFAHU IGRHRIKQG | &DWHA W K 2WKHU
ELOOLRQ URXJKO\ IODW ZLWK

'&$%, UHYHQXH LQFUHDVHG PLOOLRQ IURP SULPDULO\ GULYHQ E\ KLJKHU VHUYHU UHYHQXH GXH
LQFUHDVH LQ VHUYHU YRGEVPHCRFUHBWH® H IURP SULPDULO\ GXH WR SULFLQJ DFWLRQV WDNHQ
Rl ORZHU FRUH FRXQW SURGXFWV ERWK GULYHQ BAHW FR\PISEINHWY YWHK H QMHIARRQIEP KQ @I BD U W LWDH/X\ORM L Q

VHUYHU UHYHQXH ZDV OLPLWHG LQ 4 E\ RXU DYDLODEOH VXSSO\ RI SURGXFWV GXH WR ,QWHO
,QWHO DQG ,QWHO SURFHVV QRGHV LPSDFWIHQH[BXE VD IOHWH W)RS BXO0 CARRH/HMWN BIHPWQ GVR SHUVLVW
LPSDFWLQJ 2WKHU '&$%, SURGXFW UHYHQXH DOVR LQFUHDVHG IURP GULYHQ E\ KLIJKHU QHWZRUNLC

%
7RWDO ,QWHO 3URGXFWV UHYHQXH ZDV ELOOLRQ LQ XS ELOOLRQ IURP

&&* UHYHQXH LQFUHDVHG ELOOLRQ IURP &OLHQW UHYHQXH FROOHFWLYHO\ QRWHERRN DQG G
DQ LQFUHDVH LQ FOLHQW YROXPH RI DV FXVWRPHU LQYHQWRU\ OHY$5QV LRBSUR YHW H RIRSO KOG I\U
2ZWKHU &&* UHYHQXH ZDV ELOOLRQ GRZQ PLOOLRQ IURP SULPDULO\ GULYHQ E\ WKH H[LW R
©'&$, UHYHQXH LQFUHDVHG PLOOLRQ IURP SULPDULO\ GULS$E3Y H\QFQ HONEKREPD VH LS VMDY IHQ\ GECHHE
PL[ RI KLJK FRUH FRXQW SURGXFWV 6HUYHU YROXPH GHFUHDVHG IURP GXH WR ORZHU GHPDQG

SURGXFWV 2WKHU '&$, SURGXFW UHYHQXH ZDV ELOOLRQ GRZQ PLOOLRQ IURP SULPDULO\ |
LQYHQWRULHV

6 HIP HQA2 SHUDY ,GFRP H 6 XP P DU

YW

7RWDO ,QWHO 3URGXFWV RSHUDWLQJ LQFRPH ZDV ELOOLRQ LQ GRZQ PLOOLRQ IURP

’

&&* RSHUDWLQJ LQFRPH GHFUHDVHG ELOOLRQ IURP SULPDULO\ GXH WR ELOOLRQ RI XQIDYF
WR ORZHU UHYHQXH DQG KLJKHU FOLHQW XQLW FRVWV UHVXOWLQJ IURP DQ LQFUHDVHG PL[ RI QHZHU
FKDUJHVY UHODWHG WR KLJKHU LQYHQWRU\ UHVHUYHVY UHODWHG WR ORZHUKHWRX®I BYRQUHDW AHHDOLLB!
SDUWLINE O R\ IDYRUDEOH LPSDFWV RI ORZHU RSHUDWLQJ H[SHQVHV RI PLOOLRQ SULPDULO\ G:
UHGXFWLRQV WDNHQ XQGHU WKH DQG B HW W BRX FVD XU RY Y FRONMDKHU DRRS/ W KIHHEKFWLRQ PHDVXUHV

'&$, RSHUDWLQJ LQFRPH LQFUHDVHG ELOOLRQ IURP SULPDULO\ GXH WR ELOOLRQ RI IDYRUL
SD\UROO UHODWHG H[SHQGLWXUHY DV D UHVXOW RI KHDGFRXQW UHGXFWLRQNFWIN¥NRIQYDPQGERXVWRWK H U
PHDVXUHV ,Q DGGLWLRQ '&$, RSHUDWLQJ LQFRPH ZDV $DDPREBBBE U DMNRIF WG 5HBR\WIRRJA HIH O 7\ Bl 6 GRLK
LPSDFWV RI KLJKHU '&$, UHYHQXWHHAD ¥\ VKILEI\KW D QMALUDYGIQ\ RQLW FRVWYV IURP DQ LQFUHDVHG PL[ RI Q




%
7RWDO ,QWHO 3URGXFWV RSHUDWLQJ LQFRPH ZDV ELOOLRQ LQ XS ELOOLRQ IURP

" &&* RSHUDWLQJ LQFRPH LQFUHDVHG ELOOLRQ IURP SULPDULO\ GXH WR ELOOLRQ RI IDYRUD

DQG ORZHU SHULRG FKDUJHV UHODWHG WR ORZHU VDPSOHV 2SHUDWLQJ LQFRPH DOVR LPSURYHG

PLOOLRQ SULPDULO\ GULYHQ E\ LQWHUVHJPHQW FUHGLWYV DQG YDULRXV FRVW UHGXFWLRQ PHDVXUHV

© '&$, RSHUDWLQJ LQFRPH LQFUHDVHG PLOOLRQ IURP SULPDULO\ GXH WR IDYRUDEOH LPSDFWV |

LQYHQWRU\ DQG ORZHU QRQ DFFHOHUDWR 0 KHMH (DA RW\D E B WHLLPYS-DFE WD NHRQ RLSH U IDAM MQ B \ LIQFJRKRHHU ZSHUUH. 1€

WR PLOOLR®, DFFBEREUDWRU LOQYHQWRU\ UHODWHG FKDUJHV UHFRJQL]JHG LQ DQG KLJKHU RSHU
SURGXFW GHYHORSPHQW FRVWV LQ

QM) RXQAY

,QWHO )RRRBIUVLVHG RI WHFKQRORJ\ GHYHORSPHQW PDQXIDFWXULQJ DQG IRXQGU\ VHUYLFHV GHYHORSV C
SDFNDJLQJ WHFKQRORJLHY DQG SURYLGHV PDQXIDFWXULQJ DVVHPEO\ DQG WHVW DQG DGYDQFHG SDFNDJL
SODWIRHPARQWLQXH WR LQQRYDWH DQG DGYDQFH OHDGLQJ HGJH VHPLFRQGXFWRU SURFHVV WHFKQRORJ\ D

ERWK OHDGLQJ HGJH ORJLF 5 ' DQG KB¥K SRHOXPHWP DQHODPWROOQRI RXU ,QWHO )RXQGU\ EXVLQHVV VXSSRIZM
DUHHRULQJ RXU ,QWHO )RXQGU\ VHUYLFHV WR H[WHUQDO FXVWRPHUV DQG DLP WR GHYHORS D PRUH VLJQLIL

,QWHO )RXQGU\ )LQDQFLDO 3HUIRUPDQFH

<HDUV (QGHG ,Q OLOOLRQV ‘HE "HE ‘HE
5HYHQXH

&RVW RI VDOHV DQG RSHUDWLQJ H[SHQVHV

2SHUDWLQJ ORVV

2SHUDWLQJ ORVV

2 SHIWY VHI P HQABHVXOV LOFGGH IQMYHI P HOMQDGADCDRAIYW UHHUR 1RM 2 SHIMQY 6 HIP HQN Z MWIQ 1 RMV \R & RQREEDMG ) IGDGFIDGE \BAMP HQW IRUD UHFRQAIDMIRQ EHE HHQ RXURSHUIDUY
VHI P HQWDQG FRQVRIEDWG | LGDQRIDOUHVXEV | RUNH SHURGY SUAVHQMG

2 SHIDIDY 6 HIP HQM HYHQXH 6 XP P DU

%
S5HYHQXH ZDVWLOOLRQXISQ PLOAUR® ,QWHUVHIPHQW UHYE&QKRQZDXVS PLOOLRQ IURP SULPDULO\ G

UHYHQXH DQG KLJKHU ZDIHU YROXPH IURP BX®RFE&WHQR G HMV IS UBH (BROARVWHQWIBUVHIPHQW VDPSOHV UHYHQ
PLOOLRQ XS PLOOLRQ IURP

%
S5HYHQXH ZDVWLOOLRQGRYXZQ ELOOLRQ IURP ,QWHUVHIJPHQW UHYHQXH ZDV SUEPOOLRQGER2AQR O REZIHC

$63V ORZHU EDFN HQG VHUYLFHV UHYHQXH DQG KLUHKWUEL @WHUHH 1 BMHW \VFHIHGHIOW USIFHW KB OBXHRWR KLJKF
DQG ,QWHO SURGXFWV ([WHUQDO UHYHQXH ZDV PLOOLRQ GRZQ PLOOLRQ IURP SULPDULO\ GX

6 HIP HQAZ SHUMDY / RW 6 XP P DU

%
2SHUDWLQJ ORVV ZDV ELOOLRQ LQ FRPSDUHG WR DQ RSHUDWLQJ ORVV RI ELOOLRQ LQ SUL
FKDUJHV ,Q ZH LQFXUUHG PLOOLRQ RI DVVHW LPSDLUPHQWY DQG DFFHOHUDWHG GHSUHFLDWLRQ Fl
RSHUDWLRQDO XVH FRPSDUHG WR ELOOLRQ RI QRQ FDVK LPSDLUPHQWY DQG DFFHOHUDWHG GHSUHFLD\
IRU RXU ,QWHO $GRBEWNV R QREMDOHILWHG IURP ELOOLRQ RI ORZHU RSHUDWLQJ H[SHQVHV SULPDULO\ GXI
KHDGFRXQW UHGXFWLRQV WDNHQ XQGHU WKH DIEWYV BHY WWXRXWX B WEH 8 OFCRQ/KNDUGHEE DUKRMULEREDORH D V XLPHS\D |
SDUWLINEB @A RI PLOOLRQ ROWHUKWHUPHQW LQYHQWRU\ UHVHUYHV UHODWHG WR ORZHU RI FRVW RU QHW Ul

UDPS RI RXU SURHFEVVEQRGH




YW

2SHUDWLQJ ORVV ZDV ELOOLRQ LQ FRPSDUHG WR DQ RSHUDWLQJ ORVV RI ELOOLRQ LQ SULF
DFFHOHUDWHG GHSUHFLDWLRQ RI ELOOLRQ IRU FHUWDLQ PDQXIDFWXULQJ DVVHWYV D VXEVWDQWLDO PLC
SULPDULO\ GULYHQ E\ KLJKHU FRVWYV IURP WKH UDPS RI DGYDQFHG WHFKQRORJLHY DQG ORZHU LQWHUVHIJP
LQFUHDVHG LQYHVWPHQWY LQ SURFHVV WHFKQRORJ\

$@ \WHU

2XU DOO RWKHU FDWHJRU\ LQFOXGHV WKH UHVXOWYV RI RSHUDWLRQV IURP QRQ UHSRUWDEOH VHIPHQWYV
LQLWLDWLYHY DQG KLVWRULFDO UHVXOWYV RI RS0 D\ UBOW LN B HSLW H B B/AWS HEUO/ LRQUHN WIHR/X LO\FD X & R@DY R Z G
GHFRQVROLGDWHG IURP RXU &RQVROLGDWHG )LQDQFLDO 6WDHHPHOQV LROXRBELRQ GV R X W HRDMIGIIRY WERED @1
RSHUDWLRQV ZHUH LQFOXGHG LQ RXU DOO RWKHW RDBHSWHPEWKWRXJK 6 RXWHPHEWMDLQHG QR @ ®WH N B VB EDH
IRU DV DQ HTXLW\ PHWKRG L Q Y$HI\X P WIQML REMH DQRWHYHVWLWXUHV ZLWKLQ 1RWHV WR &RQVROLGDWHG )LQEL

$00 2WKHU )LQDQFLDO 3HUIRUPDQFH
<HDUV (QGHG ,Q OLOOLRQV "HF "HE "HE

S5HYHQXH

&RVW RI VDOHVY DQG RSHUDWLQJ H[SHQVHYV
2SHUDWLQJ LQFRPH ORVV

2SHUDWLQJ PDUJLQ ORVV

2 SHUDMG) VHI P HQABHVXOV IGFOIGH IQMYHI P HOMGDGRDDRIYW UHHOR 1RM 2 SHIMQ 6 HIP HQNV Z MWIQ 1 RV \R & RQVRIEDWG ) IQDGFIDGS WP HQW |RUD UHFRQAIDMIRQ EHE HHQ RXURSHUMLY
VHI P HQADQG FRQVRIEDWMG ILCDGRDOUHVXTY | RAKH SHURGY SUVHQMG

2 SHUMZ 6 HIP HQW 5 HYHQXH 6 XP P DU

%
$00 RWKHU UHYHQXH ZDV ELOOLRQ GRZQ PLOOLRQ IURP SULPDULO\ GULYHQ E\ ORZHU UHYHQXH
$OWHKDV GHFUHDVH ZDV MXEWV WD @ WIKIHJO\ RIORELOH\H UHYHQXH ZKLFK WRWDOHG ELOOLRQ XS P
OHYHOV DQG KLJKHU GHPDQG IRU (\H 4S SURGXFWYV

%
$00 RWKHU UHYHQXH ZDV ELOOLRQGOMRZALD UHEHQAHRADMIRP ELOOLRQ GRZQ ELOOLRQ IURP DV F
LQYHQWRULHV DFURVY DOO SURGXFW OLQHV ORELOH\H UHYHQXH ZDV ELOOLRQ GRZQ PLOOLRQ IURF

SURGXFWV

6 HIP HQN 2 SHIDIQ ,GFRP H / RW 6XP P DU

W
$00 RWKHU RSHUDWLQJ LQFRPH ZDV PLOOLRQ LQ FRPSDUHG WR DQ RSHUDWLQJ ORVV RI PLOOLRC
RSHUDWLQJ LQFRPH FFOQMWHUIEXWLRQ IURP

W
$00 RWKHU RSHUDWLQJ ORVV ZDV PLOOLRQ LQ FRPSDUHG WR RSHUDWLOW HQF PR RIR E L GEH\GIOW R QHLX




&RQVROLGDWHG 5HVXOWYV RI 2SHUDWLRQV

<HDUV (QGHG PEHU HFHPEHU HFHPEHU

HFEH
,Q OLOOLRQV ([FHSW 3HU 6KDUH RI 1HW RI 1HW RI 1HW
$PRXQWYV $PRXQW S5HYHQXH $PRXQW S5HYHQXH $PRXQW S5HYHQXH

1IHW UHYHQXH

&RVW RI VDOHYV

*URVV SURILW

S5HVHDUFK DQG GHYHORSPHQW

ODUNHWLQJ JHQHUDO DQG DGPLQLVWUDWLYH
SHVWUXFWXULQJ DQG RWKHU FKDUJHV

2SHUDWLQJ LQFRPH ORVYV

*DLQV ORVVHV RQ HTXLW\ LQYHVWPHQWYV
QHW

,QWHUHVW DIHaWRWKHU
,QFRPH ORVV EHIRUH WD[HV
3URYLVLRQ IRU EHQHILW IURP WD[HV

1HW LQFRPH ORVYV 2
/HVV QHW LQFRPH ORVV DWWULEXWDEOH WR
QRQ FRQWUROOLQJ LQWHUHVWYV 2

I1HW LQFRPH ORVV DWWULEXWDEOH WR ,QWHO

(DUQLQJV ORVV SHU VKDUH
DWWULEXWDEOH WR ,QWHO2GLOXWHG

7RIV P D\ GRAWXP GXH\R URXQAQJ

7KH IROORZLQJ GLVFXVVLRQ LQFOXGHV WKH DQG FRQVROLGDWHG ILQDQFLDO UHVXOWYV DQG UHC
$ GLVFXVVLRQ UHJDUGLQJ RXU FRQVROLGDWHG UHVXOWV RI RSHUDWLRQV IRU UHODWLYH WR LV

LQWHUVHJPHQW WUDQVDFWLRQV

& ROVRIEDWG 5 HYHOXH

&ROVREEDWG 5 HYHQXH : DD %

([ FOGHV IQMYHI P HOAHYHOXH VR P Dy QRAVXP GXH \R LRXQEQ)

YW

2XU UHYHQXH ZDV ELOOLRQ GRZQ PLOOLRQ IURP ,QWHO 3URGXFWV UHYHQXH ZDV URXJKO\ I
RIVHW E\ KLJKHU '&%$, UHYHQXH &&* UHYHQXH GHFUHDVHG IURP SULPDULO\ GXH WR ORZHU FOLHQW UH
SULPDULO\ DWWULEXWDEOH WR WKH UHBXYH® LVRR) RH U\QPB UG FFEKWR® HWOWV HQ WALKH VLRIVW KDOI RI ,Q DGGLYV
LQYHQWRU\ OHYHO UHGXFWLRQV LQ DQG E\ VXSSO\ FRQVWUDLQWVMHFVRBURXQWHLO@DL @/O \WFRD QXA D F W M H WG
RXU SURGXFWYV PDQXIDFWXUHG XVLQJ RXU ,QWHO SURFHVV QRGH '&$%$, UHYHQXH LQFUHDVHG IURP Gl
GHPDQG DQG KLJKHU SURGXFW UHYHQXH IURP KLJKHU QHWZRUNLQJ FXVWRPHU UHODWHG GHPDQG 2XU

WR ZDIHU IDEULFDWLRQ VXSSO\ FRQVWUDLQWY DW RXU PDQXIDFWXULQJ IDFLOLWLHVY SULPDULO\ ZLWK UHV
FXVWRPHU GHPB@EEFW WKHVH VXSSO\ FRQVWUDLQWYV WR SHUVLVW LQWR DQG LQGXVWU\ ZLGH VKRUWDJ|
RXU DELOLW\ WR PHHW &&* DQG '&$%$, FXVWRPHU GHPDQG LQ




& ROREDWG* IRW 3 WRIIW
©H GHULYHG D PDMRULW\ Rl RXU FRQVROLGDWHG JURVV SURILW LQ DQG I[URP RXU ,QWHO 3URGXFWV

* IRW 3 WRIW %

3 HUFHQUBU HV 1Q FKDUWGQEFDWM J URW SURIVDV D SHIFHQUEI H R VRBOUHYHQXH

Y

2XU FRQVROLGDWHG JURVV SURILW LQ LQFUHDVHG E\ ELOOLRQ RU FRPSDUHG WR SULPDULO\
FKDUJHV ,Q ZH LQFXUUHG PLOOLRQ RI DVVHW LPSDLUPHQWY DQG DFFHOHUDWHG GHSUHFLDWLRQ Fl
RSHUDWLRQDO XVH FRPSDUHG WR ELOOLRQ RI QRQ FDVK LPSDLUPHQWY DQG DFFHOHUDWHG GHSUHFLD\
,QWHO SURFHVV QRGH ,Q DGGLWLRQ RXU FRQVROLGDWHG $UBRNWHOHRIDWRD LQY € QiR IUL\WHHEO DIMNRHP G KEDYURK
LPSDFWV WR JURVV PDUIJVEWHUH SDRUWIODBRQ\RIKLIJKHU LQYHQWRU\ UHVHUYHV SULPDULO\ UHODWH(
SURGXFWV PDQXIDFWXUHG RQ WKH HDRFHVVD@PBGH RXU ,QWHO $

:H DUH PDNLQJ FDSLWDO LQYHVWPHQWSVLRIIMPAMREHDQFH Rl RXW V\WSDWMHO\LQYHVWPHQWY FODVVLILHG DV

ELOOLRQ DV RI 'HFHPEHU D Q UG HFQDI BOIEE H® WKHDM.UVW WUDQFKH RI PDQXIDFWXULQJ DVVHWYV

$ SURFHVV QRGH &RQVWUXFWLRQ LQ SURJUHVV DVVHWYV KDYH QRW \HW EHHQ W& EFHG RQWWR UWX-FUWLLE® D@ ¢

SODFHG LQWR VHUYLFH ZH H[SHFW WR LQFXU GHSUHFLDWLRQ H[SHQVH WK YR/ W R S DHF[WAH QW X H HD 8 H RGYCAEMDLH

WRIRHW WKHVH SURGXFWLRQ FRVWYV RXU JURVV PDUJLQIEBGHESH WD WERIQIMRINDFR B B F2UD O \BHH WQLU B SRQDE WO
HTXLSPHQW DVVHWV LI RXU VWUDWHJ\ LV QRW VXFFHVVIXO




&RQREDMG5 ' DQGO* $ ([ SHQHV

7RWDO 5 ' DQGHOSHQVHV IRU ZHUH ELOOLRQ GRZ&HVHFRPSDQMHY WRISUHVHQWHG RI' UHYHQXH IRL
,Q VXSSRUW RI RPHUFPRRQWD @M B\ WR PDNH LQYHVWPHQWY WR DGYDQFH RXSVSDRGXYAVOWCRE BXBFHVWD@WEHFK
30DQV DQG RWKHU UHODWHG FRVW UHGXFWQ W@ WPH DXEK WHH & HIF QVG WNRKMHID S T M B BWaX GH FRUHDVH LQ UHODWL"

5 FVLDUFK DOG" HYHESP HOW % 0 DU * HQHIDODQGS GP IQMADWYH %

3 HUFHOWU HV 1O FKDWNQEFDM RSHIWY H SHOVHY DV D SHIFHQBI H R RBOHYHOXH

5 HVHDUFK DQG' HYHBSP HQW

%

5 ' H[SHQVHV GHFUHDVHG E\ ELOOLRQ RU IURP SULPDULO\ GULYHQ E\ ORZHU SD\UROO UHODYV

DQG S5HVWUXFWXULQJ 30DQV DQG RWKHU UHODWHG FRVW UHGXFWLRQ PHDOWKXWHY DGG H[SRRYELRKYG
ZHUH SDUWHMNOB\ RILIKHU LQFHQWLYH EDVHG FDVK FRPSHQVDWLRQ RI PLOOLRQ

0 DUNAMY * HCHUIDODQG$ GP IQMIDWH

%

0* $ H[SHQVHV GHFUHDVHG E\ PLOOLRQ RU IURP SULPDULO\ GULYHQ E\ ORZHU SD\UROO UHOI

DQG S5HVWUXFWXULQJ 30DQV DQG RWKHU UHODWHG FRVW UHGXFWLRQ PHDXXWHY DQ@GH{SHRVOOLR@X
ZHUH SDUWHMNOB\ RILIKHU LQFHQWLYH EDVHG FDOMBLRRPSHQVDWLRQ RI




5 HVRKRXUQ) DQG 2 WHUS KDU HV

<HDUV (QGHG ,Q 0LOOLRQV "HF "HE "HE

(PSOR\HH VHYHUDQFH DQG EHQHILW DUUDQJHPHQWYV
/LWLIDWLRQ FKDUJHV DQG RWKHU
$VVHW LPSDLUPHQW FKDUJHV

7TRWDO UHVWUXFWXULQJ DQG RWKHU FKDUJHYV

,Q 4 ZH DQQRXQFHG DQG FRPPHQFHG WKH SHVWUXFWXULQJ 30DQ ZKLFK ZDV GHVLJQHG WR VWUHDI
EXVLQHVVHY DQG ORZHU RXU RYHUDOO RSHUDWLQJ H[SHQVHV VHH 1RWH S5HVWUXFWXULQJ PQG RWHKHURE
DFWLRQV FRQWHPSODWHG E\ WKH 5HVWUXFWXULQJ 30DQ ZHUH FRPSOHWHG E\ WKH HG@® \RFKID Q JH VZ WWRKW
HVWLPDWHYV RU WLPLQJ ZLOO EH UHIOHFWHG LQ RXU UHVXOWYV RI RSHUDWLRQV

7KH S5HVWUXFWXULQJ 30DQ ZKLFK ZH LQLWLDWHG LQ 4 ZDV VXEVWDQWLDOO\ FRPSOHWHG E\ WKH H
7KH S5HVWUXFWXULQJ 30DQ ZKLFK ZH LQLWLDWHG LQ 4 ZDV FRPSOHWHG LQ 4

W

(PSOR\HH VHYHUDQFH DQG EH@HQWCHYUQQYWHPKHDQUMWY UHODWLQJ WR WKH S5HVWUXFWXULQJ 30DQ RI
PLOOLRQ TIQH FKDUJHV LQ SULPDULO\ UHODWHG WR WKH S5HVWUXFWXULQJ 30DQ DQG 5HVWUXF

/LWLIDWLRQ FKDUDH\ORQRBVRWKHUPLOOLRQ EHQHILW UHFRUGHG LQ IURP WKH UHGXFWLRQKRH D SEFKDURK\
LQFOXGH PLOOLRQ DULVLQJ RXW RI WKH 5 OLWLJDWLRQ 5HIHU WR 1RWH &RPPLWPHQWY DQG &RQWL
IRU LQIRUPDWLRQ DERXW WKH (& ILQH DQG 5 OLWLIJDWLRQ UHVSHFWLYHO\

$VVHW LPSDLUPH@W FKOWUMNYULO\ LQFOXGHG PLOOLRQ RI QRQ FDVK FKDUJHV DVVRFLDWHG ZLWK WKH
OLQHV RI EXVLQHVV DQG WKH FRQVROLGDWLRQ DRIG BIYMMRILPISDWWDRIPQWH B ODHNWD W E S U RISHUOMKIGHG QRQ FI
S5HVWUXFWXULQJ 30DQ LQFOXGLQJ PLOOLRQ RI QRQ FDVK LPSDLUPHQWYV RI FRQVWUXFWLRQ LQ SURJUH'
FDSDELOLWLHV IRU FHUWDLQ LQWHUQDO WHVW KDUGZDUH DQG PLOOLRQ RI QRQ FDVK LPSDLUPHQWYV RI
FRQVROLGDWLF5HDO HVWDWH FRQVROLGDWLRQV DQG H[LWV GLG QRW VLJQLILFDQWO\ FKDQJH RXU RSHUDW
RU WKH UHORFDW LR®D [R3 RSMLLFOW LZRQVQFXUUHG QRQ FDVK LPSDLUPHQWY UHODWLQJ WR JRRGZLOO DQG DFT
DQG 2WKHU &KDUJHV *B®GZLBWHZLWKLQ 1RWHV WR &RQVROLGDWHG )LQDQFLDO 6 NDWHPHQWV IRU IXUWKHL

* DIQV / RWHV RQ( TXIW , QYHW HQW 1 HVDQG , QMUMDQG 2 WHU 1 HW

<HDUV (QGHG ,Q 0LOOLRQV "HF "HF "HE

8QUHDOLJHG JDLQV ORVVHV RQ PDUNHWDEOH HTXLW\ LQYHVWPHQWY QHW
8QUHDOL]HG JDLQV ORVVHV RQ QRQ PDUNHWDEOH HTXLW\ LQYHVWPHQWYV QHW
,PSDLUPHQW FKDUJHV RQ QRQ PDUNHWDEOH HTXLW\ LQYHVWPHQWYV
8QUHDOL]HG JDLQV ORVVHV RQ HTXLW\ LQYHVWPHQWYV QHW
5HDOLJHG JDLQV ORVVHV RQ VDOHV RI HTXLW\ LQYHVWPHQWYV QHW
*DLQV ORVVHV RQ HTXLW\ LQYHVWPHQWYV QHW
,QWHUHVW DQGVRWKHU

8 QU0 HGJDIQV BWHY RQGRQ P DUINHUIE®! IQYHR HQW IGFOIGHY REVHYDE® SUEH DEMWR HQN DQG RXUVKDUH R HTXIW P HIRG IQYHVMH JDIQV. ®WHY DQG FHUBIQ GMUEXWIRQY
*DLQV /RVVHV RQ (TXLW\ ,QYHVWPHQWYV 1HW

w
,Q ZH UHFRJQL]HG QHW JDLQV RQ HTXLW\ LQYHVWPHQWV RI PLOOLRQ WKDW ZHUH SULPDWHW\EGULYB
XQUHDOL]JHG ORVVHV RQ HTXLW\ LQYHVWPHQWY ,QFOXGHG LQ XQUHDOL]HG JDLQV ORVVHV RQ QRQ PDI
DGMXVWPHQWY UHODWHG WR D VLQJOH LQYHVWHH
.Q ZH UHFRJQL]HG QHW JDLQV RQ HTXLW\ LQYHVWPHQWV RI PLOOLRQ SULPDULO\ GXH WR PLOOLR

PDMRULW\ Rl ZKLFK UHODWHG W&RVW K H Dv DIDE Rl QR3X @ DLVQUYIROMYENS GIZ L YK LQRVVHY RQ VDOHV RI HTXLW\ LQYH




, QWHUHVW DIOHON2W K HU
w
.Q LQWHUHVWB QG [RQFKHWDVHG SULPDULO\ GXH WR D JDLQCUWHFRDQZKLGE KURPYWEW H/® QR RKLV RD U CSLOROA §

E\ D ELOOLRQ QHW ORVV IURP WKH FKDQJH LQ IDLU YDOXH RI WKH GHULYDWLYH OLDELOLW\ IRU WKH (VF
EXVLQHVV 5S5HIHU WR 1RWH (DUQLQJV /RVV 3HU 6KDUH$PDIGE % UWRIFRIER O@KBU\L Y HNVW W XDR® ZRWKLQ 1RWH

3 RYMRQIRU YHHIWWRP 70 HV

<HDUV (QGHG ,Q OLOOLRQV 'HF 'HF 'HF
,QFRPH ORVV EHIRUH WD[HV

BURYLVLRQ IRU EHQHILW IURP WD[HV

(HTHFWLYH WD[ UDWH

YW

2XUIHFWLYH WD[ UDWH LQFUHDVHG LQ FRPSDUHG WR SULPDULO\ UHODWHG WR D FKDQJH LQ YDO
FRUUHVSRQGLQJ RVHIWWAYDLWRQUHFXUULGIOWHUDLLRWWKAVXUH 'XULQJ 4 ZH ILUVW HVWDEOLVKHG D
QRQ FDVK WD[ H[SHQVH DJDLQVW RXUH8DV\VGHIH WKHGUWMPRBPMYBWIVO LW\ RI RXEZHGHKH QU HGY WLDJ COEVO/HH W R VILXADLUY
$V D UHVXOW RI RXU DVVHVVPHQW LQ WKH WKLUG TXDUWHU RI ZH GHWHUPLQHG LW ZDV PRUH OLNHO\ W
\HDU FXPXODWLYH KLVWRULFDO ORVV SRVLWLRQ DV RI 6HSWHPEHU ODUJHO\ UHVXOWLQJ IURP WKH D

2Q -X0\ WKH 2QH % L$JFWH BEMH | )20 VoV DIQ HE& I RDW R DNDHY SHUPDQHQW NTFD\[ RRXMVPH Q % WRBVWDKEKD X G L Q J N
GHSUHFLDWLRQ GRPHVWLF UHVHDUFKS$®&RYRAH GEHQ VIDQUH WORF U HPNWBIVHW WHIU R P SHUFHQW IRU TXDOLI\LQJ T

WD[ IUDPHEBBW LQFOXGHVHFEX\AW HS®BWHY ZLWK FHHROMWLDYIHLRURY LY@ B8 (RWHIHU V S K IHV HRBQIWQL QXK RMRI KHY DO XD W
$FW V SURYLVLRQVFW KIWI XMDXNWHHHIH D U V

/ TXIGW DQG & DSMICE HVRXUFHV

H EHOLHYH ZHLRDNE@WXIRXUFHV RI IXQGLQJ WR PHHW RXU EXVLQHVV UHTXLUHPHQWYV IRU WKH QH[W  PRQ\
JHQHUDWHG E\ RSHUDRM/BQ VWV DQK REG VKRUW WHQRGC EHORWPHQXBSOHPHQWHG E\ XQGUDZQ FRPPLWWHG FUH
UHFHQW HTXLW\ VHFXULWLHV DJUHHPHQWY DQG LVVXDQFHV SRVVLEOH IXWXUH GHEW DQG HTXLW\ LVVXDQF
FRQWULEXWLRBQ V] RQOP SFRYBIV Q H U

&DVK IURP 2 SHIUQY $ P DQG$ CYMMG ) BHEDWK ) BZ %

v &DWKIRP 2 SHIDIQ) $ AYMAV v $ GMVMG) UHH &DWK) BZ

&DVK IURP 2S#HUWDIWIL@IL HV

&DVK IURP RSHUDWLRQV LV SULPDULO\ PDGH XS RI FROOHFWLRQV IURP FXVWRPHUVY DQG QRQ FDSLWDO SD\}
UHODWHG H/[ISH @QPHRKXQW RI FDVK JHQHUDWHG IURP RXU RSHUDWLRQV FDQ YDU\ GHSHQGLQJ RQ IDFWRUV VXF
IDFWRUV 5HIHU WRWRBSHWDAMM QHORZ IRU DGGLWLRQDO LQIRUPDWLRQ




$GMXVWPHQWY WR &DWKWILRRVZSHWDWLQJ

$GMXVWHG JUHH &DVK )OREZQD/QDB LPRQPH$3EXUH DQG DQ DGGLWLRQDO PHDQV XVHG E\ PDQDJHPHQW WR HYDO
KHOSIXO LQ XQGHUVWDQGLQJ RXU FDSLWDO AKHT RHDNKH@W.Y FQ G AXOCWEFHE RV IOQT ¥D&IKWORZ IURP RSHUDWL

" DGGLWLRQV WFOBQRSBQ®\HTXLSPHQW QHW RI SURFHHGV IURP FDSLW DSD U MW®MMHW HR QRWUHIEQY RH @Y L QIF®!
" SD\PHQWV RQ ILQDQFLQJ OHDVHV

7KLV QRQ IM$®@®QFLDO PHDVXUH VKRXOG QRW EH FRQSIHWH RKHGCGWIR VX EMMIALRE H HDW XUHYV FDOFRQ B WWHKCH LIQ QCOX
FDOFXODWHG LQ DFFRUGDQFH ZHRAKQF BOLBIBLRQV IURP WKHVH UHVXOWY VKRXOG EH FDUHIXOO\ HYDOXDWH:

7KH IROORZLQJ LV WKH UHFRQFLOLDWLRQ RHBRXXUMRWW R R BPIORIQXEDEER) AV HEBW H G

<HDUV (QGHG ,Q OLOOLRQV 'HF "HE "HE

1HW FDVK SURYLGHG E\ XVHG IRU RSHUDWLQJ DFWLYLWLHYV

IHW SXUFKDVH RICEURS DB HTXLSPHQW QHW FDSLWDO
H[SHQGLWXUHYV

3D\PHQWYVY RQ ILQDQFH OHDVHYV
$GMXVWHG IUHH FDVK IORZ

1HW FDVK SURYLGHG E\ XVHG IRU LQYHVWLQJ DFWLYLWLHYV
1HW FDVK SURYLGHG E\ XVHG IRU ILQDQFLQJ DFWLYLWLHV

6KRUWVWFE ,QYHVWLQJ DQG %YRUURZLQJ
‘KHQ DVVHVVLQJ RXU FXUUHQWHVRRQV¥HEHRI RXTXULBWWO FDVK DQG VKRUW WHUP LQYHVWPHQWY EDODQFHV

,Q OLOOLRQV 'HF 'HF

&DVK DQG FDVK HTXLYDOHQWYV
6KRUW WHUP LQYHVWPHQWYV
7TRWDO FDVK DQG VKRUW WHUP LQYHVWPHQWYV

7TRWDO GHEW

ZH VHWWOHG LQ FDVK ELOOLRQ RI RXU VHQLRU QRWH W MWKDFW RMRVXHSIGDIFM RDWUBRHQ GDWIGH-XOGD'!
DJUHHPHQW SULRU WR LWV PDWXULW RWWYWKRHVKEG BRWHIXDWDINQFRXGBERY BRI OLEXD®ILWQ UMHMAE® YU DR DAWH/GL
XQWLO )HEUXDU\ RXU FRPPHUFLDO SDSHU SURJUDP DQG RXU DXWRPDWLF VKHOI UHJLMWUD® XRQY S/MWFD W}
GHEW HTXLW\ DQG RWKHU VHFXULWLHV 8QGHU RXU FRPPHUFLDO SDSHU SURJUDP ZH KDYH DQ RQJRLERUM
DQG UHSDLG ELOOLRQ LQ SXUVXDQW WK RXUHFRIPEHWFLDO SDAH WA MRIPRPPHUFLDO SDSHU REOLJD)\
ERUURZLQJYV RQ WKH UHYROYLQJ FUHGLW IDFLOLWLHYV 6HH 1RWH %RUURZLQJV ZLWKLQ 1RWHV WR &RQ\

2XU WRWDO FDVK DQG LQYHVWPHQWYV D& 6WHG® BEWHBURMDAKQ |G RYVUMDN LERRO DU\ DFWLRQV ZH PD\ WDNH ZLWK F
FDVK UHFHLSWV RU SD\PHQWUPRR PBYWKHU ODFWMRAILW\IRU RXU VWUDWHJILF EXVLQHVV UHTXLUHPHQWYV ,Q
VXSSOLHUV WR RSWLPL]JH RXU SD\PHQW WHUPV DQG FRQGLWLRQV DGMXVWLQJ WKH DPRXQWYV DQG WLPLQJ
LQYHQWRU\ OHYHOV DQG SXUFKDVLQJ SUDFWLFHV DQG VHOOLQJ FHUWDLQ RI RXU DFFRXQWY UHFHLYDEOH |
EHQHILWHG DQG PD\ IXUWKHU EHQHILW FDVK IORZ LQ WKH QHDU WHUP ZH PD\ H[SHULHQFH D FRUUHVSRQ(
LPSDFWV RI WKHVH DFWLRQV UHYHUVH RU QRUPDOL]H

,BXIXVW D PDMRU FUHGLW UDWLQJ DJHQF\ GRZQJUDGHG RXU FRUSRUDWH FUHGLW UDWLQJ IURP % %%
VWUDVEHIOD\HG GHOHYHUDJLQJ DQG ZHDNHU WKDQ G8\8 HFRVH)G WEHPHFRIB RRU ROWXRIH ERUURZLQJ FRVWYV DQG [

:H PDLQWDLQ D GLYHUVH LQYHVWPHQW SRUWIROLR WKDMK YW FRODGXERNQQ@WLODON B ED\RH R RQ LYYHHWPHC
LQYHVWPHQW JUDGH VHFXULWLHV LQ




2WKHU 6RXUFHV RI /LTXLGLW\

$V GHVFULEHG LQ WKH LQW WRIGXAWRIOR Q R WMKKLVHFRIQG KDOI RI ZH HQWHUHG LQWR DQG FRQFOXGHG XSR
$OWHUD GLYHVWLWXUH DQG UHWDLQHG HTXLW\SFRQW HFRWPHQM. DDODDBHE BR 8 YWVWRVWR D RHQ3E8JDWH G ELO!
VKDUH VDOHV DJUHHPHQWYV

$OVR LQ ZH UHFHLYHG QHW SURFHHGV RI PLOOLRQ IURP WENIQMHWHVDDEBGEZH UREDOLHR® RI EXO0 @REQ
FHUWDLQ DGMXVWPHQWY UHODWHG WR WKH FRPSOHWLRQ RI WKH VHFRQG SKDVH RI RXU 1$1' PHPR&RTBELWVIL(
DQG 'LYHVWLWXUHV ZLWKLQ 1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV IRU IXUWKHU LQIRUPDWI

)XQGLQJ 5HTXLUHPHQWV

2XU VKRUW WHUP IXQGLQJ UHTXLUHPHQWY LQFOXGH FDSLWDO H[SHQGLWXUHV IRU ZRUOGZLGH PDQXIDFWXU
LOQYHVWPHQWYV LQ RXU SURGXFW URDGPDS ZRUNLQJ FDSLWDO UHTXLUHPHQWYV LQFOXGLQJ FDVK RXWOD\V
VHFXUH VXSSO\ SDUWQHU GLVWULEXWLRQV WR RXU QRQ FRQWUROOLQJ LQWHUHVW KROGHUV SHQGLQJ DQ
LQFUHPHQWDOO\ FRQWHPSODWH LQYHVWPHQWY LQ VLJQLILFDQW PDQXIDFWXULQJ H[SCAH BQ 5O QU FIDXE M
H[LVWLQJ RSIUDMIQDOVLHD OH[LFR DQG 2UHJRQ DQG LQYHVWLQJ LQ D QHZ OHDGLQJ HGJH PDQXIDFWXULQJ II

:H DGMXVW WKH FDGHQFH RI RXU LQYHVWPHQWY EDVHG RQ WKH H[HFX$M RQ RFRREHWRDGPDS ZHQIGDFEK BRBPQ
H[SHQGLWXUHV RI ELOOLRQ IRU DQG KDG ELOOLRQ LQ $DRIWBPHIREHOQGLWXURW KRB PLXWWK B VIH) R/
FRPPLWPHQWYV LQ XQGHU RXU ELQGLQJ FRPPLWPHQWYV IRU SXUFKDVHV RI JRRGV DQG VHUYLFHV ZHUH

,Q ZH UHFRUGHG D PLOOLRQ EHQHILW IURP WKH UHGXFWLRQ RI WKH SUHYLRXVO\ DFFUXHG (& LPSRV
DSSHDO RXU REOLJDWLRQ LV JXDBIUIX@Q\®HBGWK\HDJWIKUWU D G WsHDHI W Q E\ GHSRVLWLQJ PLOOLRQ LQ OHJDOO

,Q -DQXDU\ ORELOH\H HQWHUHG LQWR D GHILQLWLYH DJUHHPHQW WR DFTXLUH OHQWHH 5RERWLFV IRU L
DGMXVWPHQWY DQG FORVLQJ FRGGEIWILRIQOVL BFGVHVOWRLYRWWMLWXUHY ZLWKLQ 1RWHV WR &RQVROLGDWHG )L

:H KDYH DGGLWLRQDO REOLJDWLRQV DV SDUW RI RXU RUGLQDU\ FRXUVH RI EXVLQHVV ZKLFK LQFOXGH WKl
' UHODWHG WR RXDQEHBHQWY YDULDEOH GLVWULEXWLRQ SD\PHQWV WKDW ZH H[SHFW WR PDNH WR RXL
VKRXOG ZH IDLO WR PHHW FHUWDLQ FRQVWUXFWLRQ PLOHVWRQHYV RU RSHUDWLRQDO PHWULFV
OHDVH REOLJDWLRQV ZKLFK LQFOXGH VXSSO\ DJUHHPHQWY VWUXFWXUHG DV OHDVHV DQG
GHEW REOLJDWLRQV

2EOLJDWLRQV RXWOLQHG DERYH DUH GLVFXVVHG LQ JUHDWHU GHWDLO LQ 1RWH 1RQ &RQWUROOLQJ ,QW
IRWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

7KH H[SHFWHG WLPLQJ RI SD\PHQWV RI RXU REOLJDWLRQTYL RVYQHVRILPDW H Q VED DG F W X D 0 HEB/R R QVREIBDWG.G
WLPLQJ RI UHFHLSW RI JRRGV RU VHUYLFHV RU FKDQJHV WR DJUHHG XSRQ DPRXQWV IRU VRPH REOLJDWLRC
DUH WKHUHIRUH QRW LQFOXGHG LQ WKH DPRXQWYV DERYH )RU H[DPSOH VRPH RI WKHVH UHTXLUHPHQWV DU
SXUFKDVH RUGHU EDVLV ZLWKLQ VKRUW WLPH KRUL]JRQV




&DVK )ORZV
&DVK IORZV IURP RSHUDWLQJ LQYHVWLQJ DQG ILQDQFLQJ DFWLYLWLHV ZHUH DV IROORZV

<HDUV (QGHG ,Q OLOOLRQV "HF "HE "HE

1HW FDVK SURYLGHG E\ XVHG IRU RSHUDWLQJ DFWLYLWLHYV
1IHW FDVK SURYLGHG E\ XVHG IRU LQYHVWLQJ DFWLYLWLHYV
1IHW FDVK SURYLGHG E\ XVHG IRU ILQDQFLQJ DFWLYLWLHV

I1HW LQFUHDVH GHFUHDVH LQ FDVK DQG FDVK HTXLYDOHQWYV

2 SHIDIQ $ AAHY
%
2SHUDWLQJ FDVK IORZV FRQVLVW RI QHW LQFRPH ORVV DGMXVWHG IRU FHUWDLQ QRQ FDVK LWHPV DQG Fk

&DVK SURYLGHG E\ RSHUDWLRQV LQ ZDV KLJKHU E\ ELOOLRQ FRPSDUHG WR SULPDULO\ GXH WR J
ZDV IDYRUDEO\ LPSDFWHG E\ ORZHU SD\UROO UHODWHG H[SHQVHV UHVXOWLQJ IURP KHDGFRXQW UHC(
PHDVXUHKWMVH FDVK IDYRUDEOH LPSDAWY 2HORIZSDUWYROOERBH RSHUDWLQJ FDVK IORZ DGMXVWPHQWYV IRL
LQ ZRUNLQJ FDSLWDO ERWK RI ZKLFK RFFXUUHG LQ FRPSDUHG WR
QMY $ PRV
W

,QYHVWLQJ FDVK IORZV FRQVLVW SULPDULO\ RI FDSLWDO H[SHQGLWXUHV LQYHVWPHQW SXUFKDVHV VDOH\
SURFHHGV IURP GLYHVWLWXUHYV

7KH GHFUHDVH LQ FDVK XVHG IRU LQYHVWLQJ DFWLYLWLHV LQ FRPSDUHG WR ZDV SULPDULO\ GXGWWHF
DQG 1$1' PHPRU\ EXVLQHVVHV DQG RWKHU FDVR IDDXiRUBEYH LQYHVWVY FREBWHMGWFRVK IDYRUDEOH DFWLWH
E\ WKH FDVK XQIBFRWDEIOKILBKHU SXUFKDVHV RI VKRUW WHUP LQYHVWPHQWY QHW RI VDOHV DQG PDWXULW
UHODWHG JRYHUQPHQW LQFHQWLYHV LQ HDFK FDVH LQ DV FRPSDUHG WR

) IQDCRQ) $ Y
%

JLQDQFLQJ FDVK IORZV FRQVLVW SULPDULO\ RI SURFHHSNUWRPA WY WRQWHIERKWORQYVDWLXHV\ UG POXGLE I \6\&X1
DQG ORQJ WHUP GHEW ILQDQFLQJ IRU FDSLWDO H[SHQGLWXUHV ZLWK H[WHQGHG SD\PHQW WHUPV DQG SD)

7KH LQFUHDVH LQ FDVK SURYLGHG E\ ILQDQFLQJ DFWLYLWLHV LQ FRPSDUHG WR ZDV SULPDULO\ GXH
DWWULEXWHG IRU DFFRXQWLQJ SXUSRVHV WR FRPPRQ VWRFN ZDUUDQWY DQG (VFURZHG 6KDUHV LVVXHG ¢
*URXS WKH DEVHQFH RI GLYLGHQG SD\PHQWV DQG SURFHHGV IURP WKH VDOH RI KRB H\H FIKX\DKU HVY RQDE DI
DFWLYLWLHYV ZHVUHMWS BU @R RBMUIVRQHU FRQWULEXWLRQV ORZHU GHEW DQG FRPPHUFLDO SDSHU LVVXDQFHV |

FDVK XQIDYRUDEOH ILQDQFLQJ DFWLYLW\ LQ DV FRPSDUHG WR
3 URSHMHV
$V RI '"HFHPEHU RXU PDMRU IDFLOLWLHYV FRQVLVWHG RI
8QLWHG 2WKHU
6TXDUH )HHW ,Q OLOOLRQV 6WDWHYV &RXQWULHV 7TRWDO

2ZQHG IDFLOLWLHYV
/HDVHG IDFLOLWLHV

7TRWDO IDFLOLWLHYV

7KH IDFLOLWLHV GHVFULEHG DERYH LQAGXELQRFOWHSULQFLISID G B[ HB XKW LWXL RBIE G REX FRX IUY S UFHD/S-TERN VB\X L
XWLOL]JHG RU EHLQJ SUHSDUHG IRU XWLQRUDARIRKY L@ RXSSWURQRR ®RX W WDRWIHRWXULQJ VLWHV VHH )RXQ

:H GR QRW LGHQWLI\ RU DOORFDWH DVVHWWK B\ FOSHRIDMMAQR | VRHIP MDA OK RVZHIWHIR RWSULQW VXSSRUWY PDQXI
RSHUDWLQJ VHIJPHQW )RU L Q ISROUPOW IDREG RHY SSIUSRPSHOWM HD HIVE VEM FRXWWHUY J)LQDQFLDO 6WDWHPHQW '"HWDLOV
6WDWHPHQWYV




4 XDQMAMYH DQG 4 XDOMMYH ' IWVFRVXUHV $ ERXVD DUNHWS IWN

:H DUHKHBWHG E\ FKDQJHV LQ FXUUHQF\ H[FKDQJH DQG LQWHUHVW UDWHYVY DV ZHOO DV HTXLW\ DQG FRPPRG
QRW HOLPLQDWH WKH LBODFRIVWKHVIRIDWORILYINBERWHQWLDO FKDQJHY DUH EDVHG RQ VHQVLWLYLW\ DQDO\V
DQG 'HFHPEHU $FWXDO UHVXBWWYPWHGLDOO\

&XUUHQF\ ([FKDQJH 5DWHYV

:H DUH H[SRVHG WR FXUUHQF\ H[FKDQJH ULVNV RI QRQ 8 6 GROODU GHQRPLQDWHG LQYHVWPHQWY LQ GHE!
FXUUHQF\ FRQWUDFWYVY VXFK DV FXUUHQF\ IRUZDUG FRQWUDFWYVY FXUUHQF\ VZDSV RU LQWHUHVW UIV\W W \EX[
FRUUHVSRQGLQJ ORVVHV RU JDLQV RQ WKH UHODWHG KHGJLQJ LQVWUXPHQWYV

6XEVWDQWLDOO\ DOO RI RXU UHYHQXH LV WUDRUWWERH R ILRXE) R SGHRIDOOLWD HFBHGILIW XUHVY DQG FDSLWDO SX
WKH ,VUDHOL VKHNHO WKH ODOD\VLDQ ULQJJLW WKH (XURSHDQ 8QH RQ YHXHRWWE & L\DKSH® HXHUHQFDQIGV W Kt
SURWHFW DJDLQVW FXUUHQF\ H[FKDQJH UDWH ULVNV DVVRFLDWHG ZLWK QRQ 8 6 GROODU IRUHFDVWH ®DXV
DOVR KHGJH FXUUHQF\ ULVN DULVLQJ IURP IXQGLQJ RI IRUHLE@PBXXWHQE)H HURALU@DRMXKHA HXQWXBR QWY B VW Y
FRQWUDFWYV LQ WKHVH KHERDRYLGHMRAGDWKH KLVWRULFDO WUHQGV LQ FXUUHQF\ H[FKDQJH UDWHYV DQG GHW
DGYHUVH FKDQJH RI LQ FXUUHQF\ H[FKDQJH UDWHV FRXOG EH H[SHULHQFHG LQ WKH QHDU WHUP 6XFK D
RIVHWWLQJ UHFRUGHG PRQHWDU\ DVVHW DQG OLDELOLW\ SRVLWLRQV RXWVWDQGLQJ DV RI '"HFHPEHU
WD[HV RI OHVV WKDQ PLOOLRQ DQG OHVV WKDQ PLOOLRQ UHVSHFWLYHO\

,QWHUHVW 5DWHYV

H DUH H[SRVHG WR LQWHUHVW UDWH ULVN UHODWHG WR RXU7KHHS UPDH RE VHIFWR M8 VR ISRXYW LROYVIHR/ W0 8 (R
SURYLGH ILQDQFLDO IOH[LELOLW\ WR IXQG RXU EXVLQHVV ZKLB H HF@HIUMLY D@ HQLW B G \L QKR AKQ WHHYHHY DO O D Wi
IL[HG UDWH GHEW LQYHVWPHQWY ZLWK UHPDLQLQJ PDWXULWLHN DBQRHQWHKDE 6/ IL[QRVFRQ WAD/S V QMR F6R Q5 H D W
IORDWLQJ UDWH FRXSRQ SD\PHQWYV IRU D SRUWLRQ RI RXU H[LVWLQJ LQG H EWHIG\Q BV FR JIHWE RQ GAL RV VARV R €
UHODWHG KHGJLQJ LQVWUXPHQWYV

$ K\SRWKHWLFDO FKDQJH LQ EHQFKPDUN LQWHUHVW UDWHYV RI DIWHU WDNLQJ LQWR DFFRXQW LQYHVWPH
SRUWIROLR RI OHVV WKDQ PLOOLRQ DV RI '"HFHPEHU DQG DV RI '"THFHPEHU

7DNLQJ LQWR DFFRXQW IL[HG UDWH GHEW WKDW LV VZDSSHG WR IORDWLQJ UDWH GHEW D K\SRWKHWLFDO L
DSSUR[LPDWHO\ PLOOLRQ IURP GHEW RXWVWDQGLQJ DV RI '"HFHPEHU PLOOLRQ LQFUHDVH LQ D

(TXLW\ BULFHV

:H DUH H[SRVHG WR HTXLW\ PDUNHW ULVN WKURXJK RXU LQYHVWPHQWY LQ PDUNHWDEOH HTXLW\ LQYHVWP
DFWLYLWLHV

$V RI '"HFHPEHU WKH IDLU YDOXH RI RXU PDUNHWDEOH HTXLW\ LQYHVWPHQWY PV MR URMOCRIRRX U P A
LQYHVWPHQWY SRUWIROLR DV RI '"HFHPEHU ZDV FRQRRQWBDARAS ([ KCHFXU D\Y GHW KMHU-DREHIR. REQIIMGKAMR E I
UHDVRQDEO\ SRVVLEOH GHFUHDVHY LQ WKH PDUNHW YDOXH RI RXU PDUNHWDEOH HTXLW\ LQYHVFMRM\Q JZI
GHFOLQH RI LQ PDUNHW SULFHV WKH DJJUHJDWH YDOXH RI RXU PDUNHWDEOH HTXLW\ LQYHVWPHQWYV FR
GHFUHDVH LQ YDOXH RI PLOOLRQ EDVHG RQ WKH YDOXH DV RI '"HFHPEHU XVLQJ DQ DVVXPHG GHF(

:H XWLOL]H WRWDO IVHWXRKDQZABSVL W/ RIRDELOLWLHY UHODWHG WR WKH HTXLW\ PDUNHW ULVNV RI FHUWDLQ
YDOXH RI WKHVH WRWDO UHWIXWHWVADBKHDORVIWMHOMHEDQOLRY RQ WKH UHODWHG OLDELOLWLHYV

0DQ\ RI WKH VDPH IDFWRUV WKDW FRXOG UHVXOW LQ D QI HDRW HRXWHQRRY R PH Q WWD EHOTHK HW X P\WW U NQWH S

LPSDFWV GLWHHDRW¥ODO PDUNHWY DUH YRODWHFMW WKIHF B FRXSOHF WM IDIWILKHG\RPISDQLHY ZH LQYHVW LQ WKHLLI
RI RXU DELOLW\ WR UHDOL]H YDOXH LQ RXU LQYHVWPHQWYV WKURXJK/ IOHV K L\WELSWHVHRIHIQYWH VWPK QW V32QY RE Y
WKHUH FDQ EH QR DVVXUDQFH WKDW DQ\ VSHFLILF FRPSDQ\ Z41K G RX®RE 8 HVEHBRPHRWXE BHW R{ (R XAR QY VA X W
LQYHVWPHQWY KDG D FDUU\LQJ DPRXQW RI ELOOLRQ DV RI '"HFHPEHU ELOOLRQ DV RI '"HFHPEHI




&RPPRGLW\ 3ULFH 5LVN

$OWKRXJIK ZH RSHUDWH IDFLOLWLHYV WKDW FRQVXPWHXREPREPWRBY WX I DIUAH QUR\WHNGRADRAHHD \i @ WIBIE)Q DDK E B J WRHH
ULVN PDQDJHPHQW SURJUDPV WR SURWHFW DJDL WD\ XXHWRPR RFGQW L G FRIPYPIRGILYWVSBRRMMIDFWY VXFK D\
SURJUDPV ,Q DGGLWLRQ ZH KDYH VRXUFLQJ SODQV LQ SODFH WKDW DUH GHVLJQHG WR PLWLJDWH WKH UL

& UMFDCH FFRXQID] (AP DMV

2XU &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY DUH BKIHSD UH EXILQ H\F KR/UG R PFAOAN BLMHU & B L O$HY W L P D W HW F M)
UHSRUWHG DPRXQWV RI DVVHWY OLDELOLWLHV UHYHQXHV H[SHQVHV DQG UHODWHG GLVFORVXUHV &ULW
XQFHUWDLQW)\ DQG KDYH KDG RU DUH UHDVRQDEO\ OLNHO\ WR KDYH D PDWHHLEDHOLPSBFWKRQ RWKH | HY VQ P
DVVXPSWLRQV XSRQ ZKLFK ZH UHO\ DUH UHDVRQDEOH EDVHG XSRQ LQIRUPDWLRQ DYDLOD E O HZRVW KK/ HD[W FAGK
WKHUH IHWH GEHY EHWZHHQ WKHVH HVWLPDWHY MXGJPHQWY RU DVVXPSWLRQV DQG DFMAXWVGIHE KN XB WV LWXE
DFFRXQWLQJ HVWLPDWHYV LQ WKH DSBDYQ \K | DLA)Y HQ WIRSFHYW S URS @ DMKG BQ & FXR VY RFR @ W0 8 Z H\OSERRX MOV
3ROLFLHV ZLWKLQ 1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

L QYHQWRULHV

,QYHQWRU\ LV YDOXHG DW WKH ORZHU RI FRVW RU QHW UHDOL]J]DEOH YDOXH DQ G7 K g ROXE@XDWDL RYXR IS WQ RIQQY'W
HVWLPDWH REVROHWH D QI H[HE U VD VQLYHYHORMR U\ WKDW:H\X'QRW BHV?DQBDRUOH AXVDW IMWR GHYHORS RXU VKRU'
FRQVLVWHQF\ EHWZHHQ LQYHQWRU\ YDOXDWLRQV DQG EXLOG GHFLVLRQV 6LJQLILFDQW DVVXPSWLRQV DQC
DQG REVROHWH DQG H[FHVV LQYHQWRU\ UHVHUYHV SURFHVV LQFOXGH

FXVWRPHU DQG SURGXFW UHODWHG IDFWRUV LQFOXGLQJ D UHYLHZ RI RXU FXVWRPHU EDVH WKH VWL
SURGXFWV ZLWK PLQLPDO KLVWRULFDO GDWD YDULDWLRQV LQ PDUNHW SULFLQJ DQG DQ DVVHVVPHQ'
PDUNHW DQG HFRQRPLF IDFWRUV LQFOXGLQJ F\FOLFDO FKDQJHV LQ PDUNHW FRQGLWLRQV WKH LQW!
SULFLQJ HQYLURQPHQW DQG

" RWKHU IDFWRUV | D@0 N BLRUWWDRIQW UR OV

(DFK UHSRUWLQJ SHULRG ZH FRPSDUH RXU GHPDQG IRUHFDVW HVWLPDWH WR ZRUN LQ SURFRV\R DOREOHWHV
LQYHQWRIWLRK ZRXOG EH UHIOHFWHG LQ FRVW RI VDOHV DQG UHVXOW LQ D QHIJDWLYH LPSDFW WR RXU JURV\
PDWHULDOO\ IOXFWXDWH DQG ZH IDLO WR DGMXVW PDQXIDFWXULQJ RXWSXW DFFRUGLQJO\ RU VXFK DVVXP¢
LQYHQWRU\ UHVHUYHV FDQ EH PDWHULDOO\ LPSDFWHG DQG UHVXOW LQ UHGXFHG LQYHQWRU\ YDOXHV IRU ¢
H[FHVV LQYHQWRU\ UHVHUYHV ZHUH PDWHULDOO\ FRQVLVWHQW ZRX\UK DD/AVWXRBW WRHHYK OWE HYWLPDWHNQIBUH L
JURVV SURILW ZRXOGHEW DG YHUXWRUBIGHPDQG LV OHVV IDYRUDEOH WKDQ IRUHFDVWHG

B3URSHB@WDQW DQG (TXLSPHQW

$W OHDVW ZE&QXNIOOADWH WKH SHULRG RYHU ZKLFK ZH H[SHFW WR SBDPRYHD WG H THALB@RRBIW FRQXH GRH ROQI $
WHFKQRORJ\ FDGHQFH EHWZHHQ QRGH WUDQVLWLRQV FKD QDY U ¥\DF RIL@HEFK D Q B UN TXQ G PMHRIRO W IDFKI@R O R
WHFKQRBURJIN PDNH PDQXIDFWXULQJ SURFHVV FRQYHUVLRQV DQG RWKHU IDFWRU\ SODQQLQJ GHFLVLRQV ZH
WKH UHPDLQLQJ XVHIXO OLYHV RI DVVHWV SULPDULO\ SURFHVV VSHFLILF VHPLFRQGXFWRU PDQXIDFWXULQ
DUH VKRUWHU RU ORQJHU WKDQ ZH KDG RULJLQDOO\ HYWLPDWHG ZH DGMXVW WKH UDWH RI GHSUHFLDWLR
SURFHVV WHFKQRORJ\ QRGH FDSDFLWLHY UHODWLYH WR SURMHFWHG PDUNHW GHPDQG IRU RXU SURGXFWV
PDQXIDFWXULQJ FDSDFLW\ UHTXLUHPHQWY ZKLFK UHVXOWHG LQ XV VKRUWHQLQJ WKH XVHIXO OLYHV RI FH

PLOOLRQ DQG PLOOLRIQVH BP KRKXBWIVY HIROXGH FKDUJHY DVVRFLDWHG ZLWK FHUWDLQ EXVLQHVV H[LW\
30DQ DQG 5HVWUXFWXULQJ 30DQ




2XU SURSHUDMW DQG HTXLSPHQW DUH VXEMHFW WR SHULRGLF LPSDLUPHQW UHYLHZV )DFWRUV WKDW ZH FF
FKDQJHV RU SODQQHG FKDQJHV LQ RXU XVH B®® QX\Q DIGEG GIITW L KPP HFRIW WDILIQ B LEDYWVXQGHU SHUIRUPDQFH R
H[SHFWDWLRQV IRU 3RDFXWSDRS HJIWLSPHQW UHODWH DQG VLJQLILF DR WHQHR D W IDYH LIRE®X RN 1 (SR BEORMERR DIC
HTXLSPHQW DUH JURXSHG DQG HYDOXDWHG IRU LPSDLUPHQW DW WKH ORZHVW OHYHO RI LGHQWLILDEOH FD
H[SHFWHG FDVK IORZV WKDW DUH DWWULEXWDEOH WR DVVHW JURXSLQJV DPRQJ RWKHU IDFWRUV ,I1 DQ LQ
UHFRYHUDELOLW\ RI WKH DVVHWYV E\ FRPSDULQJ WKH FDUU\LQJ YDOXH RI WKH DVVHW JURXSLQJ WR RXU HV
WKDW DVVHW JURXSLQJ ,I1 DQ DVVHW JURXSLQJ FDUU\LQJ YDOXH LV QRW GHWHUPLQHG WR EH UHFRYHUDEO
PXVW EH GHVBRUPASIH@ PHQW LV UHFRJQL]JHG LI WKH FDUU\LQJ YDOXH RI WKH7BEWVHBIRW X ORXSLIQB K& HHH G V R
ZKLFK LV W\SLFDOO\ WR FRVW Rl VDOHV LQ D VLPLODU PDQQHU DV WKH FRUUHVSRQGLQJ GHSUHFLDWLRQ H]|

ZH GHWHUPLQHG FHSO/DQ® SQRBSHUXNISPHQW ZKLFK KDG QRW \HW EHHQ SODFHG LQ VHUYLFH H[FHHGHG
LPSDLUPHQW FKDUJHV RI PLOOLRQ ®EVH DEPLRXIL\RY HYFHWSEH VEKDHOHY DVVRFLDWHG ZLWK EXVLQHVV HJ
5HVWUXFWXULQJ 30DQ DQG 5HVWUXFWXULQJ 30DQ

*RRGZLOO

:H SHUIRUP DQ DQQXDO LPSDLUPHQW DVVHVVPHQW RI JRRGZLOO DW W KRU URFRSUIRHU WULHQTIX K Q MAD O HIY IH@GIL @ DVKRA
H[LVW KDYH ILYH UHSRUWLQJ XQLWV ZLWK DOORFDWHG JRRGZLOOH UKHHKD DK@WUD 8 RYU DG H@MWW R RX W RSRUWB
WULJIJHUHG VXFK DV XSRQ UHRUJDQL]DWLRQ RI RXU RSHUDWLQJ VHIJPHQWYV RU GXH WR EXVLQHVV UHDVRQ)\
PDQDJHG ,PSDLUPHQW DVVHVVPHQWY PD\ EH TX® DXW@WILW B VRIUY A XDQWHMV B WQ WHLVQUAID WIXWHHG LI ZH GHWHUI
LV PRUH OLNHO\ WKDQ QRW IWIKWD WD ¥HIRUOHW WRDWILWYV FDUU\LQJ YDOXH RU LI WKHUH DUKH DWSRULWOQ
FDUU\LQJ YDOXH XVHG LQ DQ LPSDLUPHQW DVVHVVPHQW UHSUHVHQWY WKH DOORFDWLRQ RI YDULRXV DVVH
LQYHVWPHQWY DQG GHEW :KLOH D VXEVWDQWLDO PDMRSDOWQR/I RYG B OORSHHEDM DWWHHBW WS WU EXDUWDLEID HS WRE
UHSRUWLQJ XQLW KDV QR UHPDLQLQJ DOORFDWHG JRRGZLOO

2XU TXDOLWDWLYH DVVHVVPHQW FRQVLGHUV LQGXVWU\ DQG PDUNHW FRQVLGHUDWLRQWFRNIQUDRXW IUBBRE L
DV D ZKROH ORUH WVSBIGLWPFWOON IDFWRUV PD\ LQFOXGH D VXVWDLQHG GHFUHDVH LQ RXU FRQOWRHVE BFW §IGWI
UHODWLYN WRVESBBHFMMLYH QHW ERRN YDOXH VLJQLILFDQW FRPSDQ\ VSHFLILF DFWLRQV LQFOXGLQJ FKDQJHYV
GHWHULRUDWLRQ RI RXU ILHQ PQF DDV S BHIRIRRPQFH XDQWLWDWLYH DQDO\WLV WR VXSSRUW WKH TXDOLWDWL
LQ PHDVXULQJ D UHSRUWLQJ XQLW V IDLU YDOXH

2XU TXDQWLWDWLYH LPSDLUPHQW DVVHVVPHQW FRQVLGHUV ERWK WKH LQFRPH DSSURDKH IDQFR FWK 1B PDURNH
IDLU YDOXH XVLQJ GLVFRXQWHG IXWXUH FDVK IORZV IRU D UHSRUWLQJ XQLW SULPDULO\ XVLQJ WKH IROOR:
UDWHYV DQG RXU DVVXPHG PDUNHW VHJPHQW VKDUH HVWLPDWHG FRVWV DQG DSSURSULDWH GLVFRXQW UD
LPSDLUPHQW DVVHVVPHQW LV VHQVLWLYH WR FKDQJHV LQ XQGHUO\LQJ HVWLPDWH VKMHQBDIMRWX PQ ®/X W § \D Q/Gt
XVHG LQ HVWLPDWLQJ GLVFRXQWHG FDVK IORZV DUH GHULYHG IURP KLVWRULFDO GDWD YDULRXV LQWHUQI
EXVLQHVYV SODQQLQJ DQG IRUHWHWWL K I8 URAHWRGHDI/EOHQHVY RI WKH LQSXWV DQG RXWFRPHV RI RXU GLVFR
HVWLPDWHY DQG DVVXPSWLRQV DUH LQKHUHQWO\ XQFHUWDLQ DQG FKDQJH RYHU WLPH EDVHG RQHRSHWERW L
GHWHUPLQDWLRQ RI WKH IDLU YDOXH DQG SRWHQWLDO JRRGZLOO LPSDLUPHQW IRU HDFK UHSRUWLQJ XQLW

7KH PDUNHW DSSURDFK HVWLPDWHYV IDLU YDOXH XVLQJ ILQDQFLDO PXOWLSOHV DQG WUDQVDFWLRQ SULFHYV

7R FRUURERUDWH RXU IDLU YDOXH FRQFOXVLRQV ZH FRPELQH WKH HVWLPDWHG IDLU YDOXHV IRU DOO UHS]I
DVVHVVPHQW GDWH WR YDOLGDWH WKH UHDVRQDEOHQHVV RI WKH LPSOLHG FRQWURO SUHPLXP UHODWLYH
PDUNHW FDSLWDOL]JDWLRQ XVLQJ ERWK WKH VSRW VWRFN SULFH DV RI WKH DVVHVVPHQW GDWH DV ZHOO D!
GDWH ,I| WKH UHFRQFLOLDWLRQ ZHUH WR UHVXOW LQ DQ XQUHDVRQDEOH FRQWURO SUHPLXP ZH ZRXOG UH
WKH UHFRJQLWLRQ RI DQ LPSDLUPHQW FKDUJH




'XULQJ WKH IRXUWK TXDUWHU RI ZH FRPSOHWHG RXU DQQXDO JRRGZLOO LPSDLUPHQW DVVHVVPHQW ZK
ORELOH\H UHSRUWLQJ XQLW SULPDULO\ GXH WR WKH GHFOLQH LQ ORELOH\H V PDUNHW FDSLWDOL]J]DWLRQ E
SHUIRUPHG E\ PHDVXULQJ ORELOH\H V IDLU YDOXH XVLQJ WKH LQFRPH DSSURDFK :KHQ XVLQJ WKH LQFRPH
GLVFRXQWHG FDVK IORZ DQDO\VLV D$DLM VWK VDDA GRD B/OKHL B R PUSHESIDUE EBPH® W HK WU JH ZDV UHFRJQL]JHG DV WKH
WKDQ WKH DVVLIJQHG FDUU\LQJ YDOXH$RIRNKHFHPEHIH\H UHSRY W IORE XQHW UHSRUWLQJ XQLW KDG ELOO
YDOXH H[FHHGHG WKH DVVLJQHG FDUU\LQJ YDOXH E\ OHVV WKDQ 6KRXOG RXU HVWLPDWHV FKDQJH EDVF
SURMHFWLRQV RU RWKHU DVVXPSWLRQV XQGHUO\LQJ RXU IRUHFDVW LQFOXGLQJ FKDQJHV WR WKH GLVFR>
JRU H[DPSOH D LQFUHDVH LQ WKH GLVFRXQW UDWH ZRXOG KDYH UHVX®WREBLIO® RQ DBSDRYIPHIDMHRL RXUPQ
R JLOMROFRUURERUDWH RXU HVWLPDWHG IDLU YDOXH RI WKH ORELOH\H UHSRUWLQJ XQLW ZH SHUIRUF
FRQFOXGLQJ WKDW WKH LPSOLHG FRQWURO SUHPLXP ZDV UHDVRQDEOH DV FRPSDUHG WR UHOHYDQW PDUNt
ORELOH\H V PDUNHW FDSLWDOL]DWLRQ LQ WKDW D IXUWKHU VXVWDLQHG GHFOLQH LQ ORELOH\H V PDUNHW
FRQWURO SUHPLXP DQG PD\ UHTXLUH DGMXVWPHQWV WR FHUWDLQ NH\ DVVXPSWLRQV XQGHUO\LQJ RXU YD
DVVHVVPHQW GDWH ZH FRQWLQXHG WR FORVHO\ PRQLWRU WKH ORELOH\H UHSRUWLQJ XQLW V ILQDQFLDO ¢
IRWZLWKVWDQGLQJ ORELOH\H RXU DQQXDO TXDOLWDWLYH DVVHVVPHQW GLG QRW LQGLFDWH WKDW D PRUL
UHFHQWO\ FDOFXODWHG IDLU YDOXH VXEVWDQWLDOO\ H[FHHGHG WKH DVVLJQHG FDUU\LQJ YDOXH IRU HDFK

2XU TXDUWHUO\ TXDOLWDWLYH LPSDLUPHQW DVVHVVPHQW IRU WKH WKLUG TXDUWHU RI LQGLFDWHG WKI
SULPDULO\ GXH WR WKH GHFOLQH LQ RXU PDUNHW FDSLWDOL]DWLRQ EHORZ WKH FDUU\LQJ YDOXH RI RXU Q
EHORZ WKH FDUU\LQJ YDOXH RIWREWOWXOW RHRXDVIVMHSDVLUPHQW WHVWY ZH UHFRJQL]JHG D QRQ FDVK JRRG:

VXEVWDQWLDOO\ DOO RI ZKLFK UHODWHG WR RXU ORELOH\H UHSRUWLQJ XQLW DV WKH HVWLPDWHG IDL
QRQ LPSDLUHG UHSRUWLQJ XQLWYV WKH HVWLPDWHG IDLU YDOXH VXEVWDQWLD®@GG HWHAREIEOW R H P0G/ DJ @ B
FDSLWDOL]DWLRQ UHFRQFLOLDWLRQ DV RI 6HSWHPEHU IRU ERWK ,QWHO DQG ORELOH\H FRQFOXGLQ.
DV D SDUW RI RXU DQQXDO JRRGZLOO LPSDLUPHQW DVVHVVPHQW ZH GHWHUPLQHG WKDW WKH HVWLPDWHG
ZLWK WKH H[FHSWLRQ RI RQH UHSRUWLQJ XQLW ZLWK D VLJQLILFDQW DPRXQW RI DVVLJQHG JRRGZLOO ORE
IRU WKH ORELOH\H UHSRUWLQJ XQLW DV WKH PRVW UHFHQWO\ FDOFXODWHG IDLU YDOXH H[FHHGHG WKH DV
ORELOH\H V RSHUDWLQJ UHVXOWY PDUNHW FRQGLWLRQV ORQJ WHUP JURZWK SURMHFWLRQV DQG RWKHU

/RVV &RQWLQJIJHQFLHV

:H DUH VXEMHFW WR ORVV FRQWLQJHQFLHY LQFOXGLQJ YDULRXV OHJDO DQG UHJXODWRU\ SURFHHGLQJV
FRQQHFWLRQ ZLWK SURGXFW GHIHFWV DV ZHOO DV SURGXFW ZDUUDQWLHYV WKDW DULVH LQ WKH RUGLQDU)
GHYHORSPHQWYV LQ SURBHEBVYWIY RVUHEBOORNY IURP VXFK FRQWLQJHQFLHV LV UHFRJQL]JHG DV D FKDUJH WR |
DPRXQW RI WKH ORVV FDQ EH UHBYRQRXPE®\HHF MM H O RSHFBHFRAYW 8 VL RDWG ERKOBVXUHY RU SUHYLRXVO\ DFFUXHG (
DSSURSULDWH 6LJQLILFDQW MXGJPHQW LV UHTXLUHG WR GHWHUPLQH ERWK WKH OLNHOLKRRG RI WKHUH E
UHVXOWHG LQ VLIJQLILFDQW FKDQJHV WR RXU MXGJPHQWY DQG HVWLPDWHYV WKDW ZH PDGH UHJDUGLQJ WKt
,] RQH RU PRUH RI WKHVH PDWWHUV ZHUH UHVROYHG DJDLQVW XV IRU DPRXQWV LQ H[FHVV RI PDQDJHPHQW
PDWHULDOO\ D-ICFWHRHIGZ HO\ DI




5LVN)DFWRUV @}

7KH IROORZLQJ VXPPDUL]JHV ZKDW ZH EHOLHYH WR EH WKH PDWHULDO IDFWRUV :WKQVW ®DREAH RU @ RHWWRA H/Q
PDWHULDOL]H IURP WLPH WR WLPH RXU EXVLQHVV UHSXWDWLRQ ILQDQFLDO FRQGLWLR-F WD KD Q& 2W KHQW
RXU FRPPRQ VWRFN FRIKVIG WGLHAD LAV RUY GR QRW LGHQWLI\ DOAHAWRNGE BAKIDW VZRIUND FEK DWW B DM MRWR FHHD H (
FXUUHQWO\ FRQVLGHU WR EH LPPDWHULDO RU E\ YDULRXV ULVNV WKDW DUH JHQHUDOO\ DSSOLFDEOH WR |
UHVXOWYV PD\ QRW EH D UHOLDEOH LQGLFDWRU RI IXWXUH SHUIRUPDQFH DQG KLVWRULFDO WUHQGV VKRXO
DQG FRQWLQJHQFLHYV GLVFXVVHG EHORZ PD\ KDYH RFFXUUHG LQ WKH SDVW DQG ZKLOH ZH KLJKOLJKW FHU
HYHQWV RU FRQWLQJHQFLHV KEBW RP® R KU LEDO/ DGHHW VHXAK H[DPSOHV GR QRW UHSUHVHQW DOO RI WKH LQ"
RFFXUUHG 5HIHU DOVR WR WKH RWKHU LQIRUPDWLRQ VHWQ& U WEDIQF MDKL 6 WRWH P HQ WY FDQG L6XB § Q HPKIKD W'D

H DUH LQ D KLJKO\ FRPSHWLWLYH DQG UDSLGO\ FKDQJLQJ LQGXVWU\

7KH LQGXVWU\ LQ ZKLFK ZH RSHUDWH LV KLJKO\ FRPSHWLWLYH DQG VXEMHFW WR UDSLG WHFKQRORJLFDO
FXVWRPHU DQG HQG XVHU QHHGYV H[SHFWDWLRQV DQG SUHIHUHQFHV DQG IUHTXHQW SURGXFW LQWURGXF\
GHYHORSPHQWYV RXU FRPSHWLWLYH SRVLWLRQ FDQ ZHDNHQ DQG RXU SURGXFWV RU WHFKQRORJLHV FDQ E
UHFHQW \HDUV DQG ZH H[SHFW LW WR FRQWLQXH WR GR VR LQ $\KHQIX W XLk G LT RIPGEIRAE @ '8 DR G K ¥ WWWD R G W
PDQ\ RI RXU FRPSHWLWRUYV KDYH VXEVWDQWLDOO\ JUHDWHU ILQ D QIFLFO/ML BMULR XRHEW VW MW@ XU | R XAHG DU N VOB
ILQDQFLDO UHVXOWV IHFOH 6 H LIGEFOKBMHAI\ VDK URXJK UHGXFHG UHYHQXH DQG JURVV PDUJLQ DQG ZH PD\ EH |
DVVHWYV

:HIDFH LQWHQVH FRPSHWLWLRQ DFPUR ¥R RSHWE WRWYF WQ SIRINE BREE@®D WQRHF S8BRGXEOE® U XDXOMRKRPY DFFHOHUD
DV *38V LQFOXGLQUHGKRYVHPR$®' RWKHU DFFHOHUDWR®6S8\RGXFINOUL VXWKRQY VSHFLILF VWDQGDUG SURGXFW)
SURGXFWV FRQQHFWLYLW\ DQG QHWZRUNLQJ SURGXFWV DQG RWKHU VHPLFRQGXFWRU SURGXFWV 6RPH RI
SODWIRUPV VHGOK DM MMKMHHFWXUH DQG WKHVH DUFKLWHFWXUHV D QG FHR/MW IR U R P B QWLWRRBXF H KEHH@ B 1Q FH R
DSSOLFDWLRQ GHYHORSHUV IRU VXFK DUFKLVWBEEVERDVHG QK GOMAM FDERS/ W WRHAY KIDW Y/ WIHBIK) LQFUHDVHG GHY
UHFHQW \HIDLDODWR FRPSHWH ZLWK LQWHUQDOO\ GHYHORSHG VHPLFRQGXFWRUV IURP 2(0V FORXG VHUYLFH S
FXVWRPHUV YHUWLFDOO\ LQWHJUDWH WKHLU RZQ VHPLFRQGXFWRU GHVLJQV ZLWK WKHLU VRIWZDUH DVVHW
$SSOH LQWURGXFHG 3& SURGXFWV XWLO$5DQEIDMM G R HP LLRR/QHEXE WRW\ GHWIH@QR/SIHE SODFH RI RXU FOLHQW &3
$SSOH V SURGXFWV DQG HFRVDV@XFE HR BRH KNSHHIQWDOHU FXVWRPHUV KDYH LQFUHDVLQJO\ GHYHORSHG WKH
XVLQJ FXVWRP RU VHPL FXVWRP SURGXFWYV

ORVW RI RXU FRPSHWLWRUV UHO\ RQ MK EURSU SEDLPW X [RIX Q B W WHK/H WPORXX IDFWXUH DQG DVVHPEO\ DQG WHVW RI
ODQXIDFWXULQJ SURFHVV DQG DVVHPEO\ DQG WHVW LPSURYHPHQWY LOQWURGXFHG E\ VXFK IRXQGULHVIKDY}
E\ RXU FRPSHWLWRUV 2XU SURFHVV WHFKQRORJ\ URDGPDS WR UHJDLQ WUDQVLVWRU SHUIRUPDQFH DQG SF
WR UHDOL]JH RXU JRDOV LQFOXGLQJ GXH WR FKDQJHV L QHFRAPLSHWR XUR 8 WRIVHEYRGRRMN URDGPE ISYJ RKDOWHES KX
ULVNV LQKHUHQW LQ WKH GHYHORSPHQW DQG LPSOHPHQWDWLRQ RI QHZ VH P4$V MG XEW R UUDWRGX 5W VLT GEY
KLJKHU FDSLWDO H[SHQGLWXUHY DQG 5 ' VSHQGLQJ WKDQ PDQ\ Rl RXU IDEOHVV FRPSHWLWRUV GXH WR WK}
DQG PDQXIDFWXULBJDONVROFLAMH QHZ VRXUFHV RI FRPSHWLWLRQ DV D UHVXOW RI FKDQJHV LQ LQGXVWU\ SDU
FROODERUDWLRQV DV ZHOO DV QHZ HQWUDQWY LQFOXGLQJ LQ &KLQD ZKLFK FRXOG KDYH D VLJQLILFDQW
DV D UHVXOW RI &KLQD V SURJUDPV WR SURPRWH D GRPHVWLF VHPLFRQGXFWRU LQGXVWU\ DQG VXSSO\ FKL

2XU SURGXFWV FRPSHWH EDVHG RQ D QXPEHU RI |IDFAWRLHGIMQH CRX CLLQQW HSJWWDMVR URQ QA BV H @RH UMHH ILQQRYDWLY
RSWLPL]DWLRQ SUHGFIHDVEREBLOMERWW ZDUH HFRV\VWHP DQG GHYHORSHU VXSSRUW WLPH WR PDUNHW UHOLDEOI
VXSSRUW DQG FXVWRPL]DWKHIRQFSRYWPREGDELWKWVH IDFWRUV YDULHR BAKSHU R [GKHFQWD RXGU PRGN W M J& R @R
UHTXLUHPHQWY DFURVV WKHVH IDFWRUV LQ DQ LQFUHDVLQJO\ FRPSHWLWLYH ODQGVFDSH RXU EXVLQHVV [
UHFHQW \HDUV LQFOXGLQJ LQ ERWK FOLHQW DQG GDWD FHQWHU PDUNHWYV LQ WKH PDUNHW IRU [ EDVHG
FRPSXWH SURGXFWVY DV FRPSHWLWRUV KDYH LQWURGXFHG KLJKO\ FRPSHWLWLYH GDWD FHQWHU DQG FOLH
WKH SDVW IHZ \HDUV E\ WKH VLJQLILFDQW VKLIW Rl FXVARRMNORDGSMQD WRZIDAB\ GIis Y HRORSILRL] D& GRYWH U\ VL JIC
EHHQ XQVXFFHVVIXO WR GDWH LQ EH FRFA®UWL RERD QE®IJI H{ & QW WIHF USIMQWSRQ WKLUG SDUW\ IRXQGULHV IR!
LPSDFWHG

5IWN) DRARY




H KDYH OLPLWHG H[SHULHQFH LQ WKH KLJKO\ FRPSHWLWLYH SR GH BXUWRID R QW N @ \IIDWHHW K WRGH Y IVD/E\O ILRVK
RI IRXQGU\ FDSDFLW\ WR PDQXIDFWXUH VHPLFRQGXFWRUV IRU RWKHUV ZH IDFH 16D\ H QN PIVKRRS H VR B QR X
DQG 607R VXFFHHG ZH QHHGIWRWERP®N WK URVY IDFWRUV VXFK DV DYDLODELOLW\ DQG WLPH WR PDUNHW RI
LQ DUHDV VXFK DV SHUIRUPDQFH SHUIRUPDQFH SHU ZDWW DQG GHQVLW\ PXOWL FKLS SDFNDJLQJ V\VWHP
FXVWRPHU VDWLVIDFWLRQ DQG HFRV\WWHP VXSSRUW %XLOGLQJ DQG PDLQWDLQLQJ D FRPSHWLWLYH IRXQ
SURFHVV WHFKQRORJ\ DQG PDRKUBRWRYHYWPB®MALWE® PDQ\ LQVWDQFHY PXVW EH PDGH DKHDG RI$SFXAHWRDP W
UHDVVHVVHG GHPDQG DQG RXU NG RX D KIHPIEQ AMVDODWHIXOWY LQ WKH ODVW IHZ \HDUV KDYH FRQVWUDLQH(
FDQFHOOHG PDQXIDFWXULQJ IDFLOLW\ FRQVWUXFW LRRORQ Gi [ HD QDL RIOD SR HNFWD/H DQDIXGE R QLMD G WK H |
LQ &RVWD 5LFD LQWR RXU RWKHU IDFLOLWLHY DQG ZH PD\ KDYH DGGLWLRQD ® BURRHEWHGEIDWDI M VRV SRR M@
DUH IDEOHVV VHPLFRQGXFWRU FRPSDQLHV ZKR¥W [3 WRIGZXPOWN RRB SHWIHD MHU K RKTUXREZBY XV WR RYHUFRPH F»
FRQILGHQWLDOLW\ LQIRUPDWRRQ |RYW & 0 OFBRBRQIDRMEUIREARWSHWLWLYH FRQFHUQV WR DWWUDFW DQG UHWI
H[SHULHQFH DOVR PHDQV ZH PXVW FRQWLQXH WR KLUH DQG UHWDLQ WDOHQWHG HPSOR\HHV ZLWK UHOHRD'
PD\ EH KLQGHUHG E\ WKH KLJKHU FRVWV Rl UHJXODWRU\ DQG HQYLURQPHQWDO UHVWULFWLRQV LPSRVHG )
MXULVGLFWLRQV LQ ZKLFK ZH RSHUDWH DQG SODQ WR EXLOG QHZ RU XSJUDGH H[LVWLQJ IRXQGU\ IDFLOLWI
IRXQGU\ IDFLOLWLHV 2XU FRQVWUXFWLRQ SURMHFWYV WR HA B GI® LADS\D PIQ/G\ K THXIXSRHHQDW D QEDEON L\RIXG A A D
RWKHU IRXQGULHV VXSSO\ FRQVWUDLQWY ODERU VKRUWDJHV DQG RWKHU DGYHUVH PDUNHW FRQGLWLRQV
IURP WLPH WR WLPH DQG FDQ UHVXOW LQ VLJQLILFDQW GHOD\V DQG LQFUHD VHG! ¥R WLY Q RIU FROXQUWS IR WIGIE MAX
PDNH LW KLJKO\ ULVN\ DQG RXU VXFFHVV KLJKO\ XQFHUWDLQ

H DUH PDNLQJ VLJQLILFDQW ORQJ WHUP DQG LQKHUHQWO\ ULVN\ LQYHVWPHQW
IDYRUDEOH UHWXUQ

7R FRPSHWH VXFEH \PWKIW\® P\D L QMW QYBE QG HISURJUDP GHYHORS QHZ SURGXFWYV DQG PDQXIDFWXULQJ SURFHV\
VLIQLILFDQW FDSLWDO LQYHVWPHQWY LQ QHZ DQG H[LVWLQJ PDQXIDFWXWKHQS 1DREWLYVWLGE FIDSOWKG DG YRHV
VLIQLILFDQW DV ZH FRPSHWH DFURVV ERWK SURGXFW DQG SURFHVV WHFKQRORJLHV DQG ZH PD\ QRW KD YH
LQFXUUHG 5 ' H[SHQVHV RI ELOOLRQ LQ ELOOLR@UB IRFOO®J REFDDEHRRVIVQVHYHUDO NH\ DUH
SDFNDJLQJ WHRKQRORSBURGXFWVSD Q@ GHDRVWEZBYH 2XU LOQYHVWPHQWYV DUH W\SLFDOO\ ORQJ WHUP DQG HY
RSHUDWLQJ UHVXOWYV IR UHDF QR RRU JXID\HDQ\R H W W K DWORKMOHN HU WKH EHQHILWY ZH DQWLFLSDWH LQFOXGI
IDOOLQJ VKRUW RI H[SHEWQWWLRQ V¥ RPSMKEWRIUY ,Q UHFHQW \HDUV ZH KDYH KDG D QXPEHU RI GHOD\V LQ W
HUUDWD ODWH FKDQJHV WR IHDWXUHV GXH WR FXVWRPHU UHTXKHVINH RUPRWKBO\ GKHD\GE. M 6 RD\O DO RXHN GRY |
WHFKQRORJLHYV DQG DGYDQFHG SDFNDJLQJ WHFKQLTXHV L QIFKOXGIL G B @ D WK KIDF\HS Bl 6 W R R G5 IF B PRSUIHRIDLOF RIUY Q)G
760& WR EHQHILW IURP DGYDQFHPHQWY LQ PDQXIDFWXULQJ SURFHVVHV LQWUR G XF HIG FOLKHFG RQ & \R W.IQHF O X|
KDYH KHOSHG LQFUHDVH WKH FRPSHWLWOYRQMWW RG WKKHL V LI QR GOEFVQW VKLIW LQ FBP ZRW N ORDREDWQ B QMERK BB
XQVXFFHVVIXO WR GDWH LQ EHFRPLQJ D PHDQLQJIXO SDUWLFLSDQW LQ WKDW PDUNHW ZKLOH FHUWDLQIRUYV
WR FRPSHWH LQ WKH DFFHOH U D3 PWF PHQHHIWRIVNVKZBR X UX EDXXEIEHVVIXO DV D USLVEPMH A H Z R MWARKU ZIHQ Y H DRIR)WY |
PLOOLRQ LQ DQG PR MR @ [MGHQW ZH GR QRW WLPHO\ LQWURGXFH QHZ SURGXFWV DQG PDQXIDFWXUL
SHU ZDWW WUDQGLMWRW GHOWLRQ FRUH FRXQWY DQG RU GHZD QD RWHKHY ¥ R B DIRIDAESM HRDEWNRERY X UIRQI \ L
HILFLH @FODWLYH WR FRPSHWLWRUV DQG FRPSHWLQJ IRXQGU\ SURFHVVHYV ZH KDYH IDFHG DQG ZLOO IDFH |
FRPSHWEMIRUKNDY LQ WKH SDVW DQG PD\ LQ WKH IXWXUH UHVXOW LQ KLJKHU RSHUDWLQJ FRVWV L QKIODKGILQ
OHYHUDJH DQG ERUURZLQJ FRVWY DQG SUHVVXUH RQ RXU FUHGLW UDWLQJV

KHQ WKH LOQWURGXFWLRQ RI QH[W JHQHUDWLRQ SURFHVV WHFKQRORJLHV LV GHOD\HG DGGLQJ FRUHV RU I
PDQXIDFWXULQJ VXSSO\ FRQVWUDLQWY DQG LQFUHDVHG SURGXFW FRVWV /RZHU PDQXIDFWXULQJ \LHOGV D
FDQ LQFUHDVH RXU SURGXFW WRRXW J DREWWHBPDHOLPY DQG FRQWULEXWH $VRHZDRXREB HW X WQLR)G HV W $ S I0R DRCRAD VRADU
WR D PDWXUH QRGH GXH WR IDFWRUV WKDW LQFOXGH KLJKHU GHSUHFLDWLRQ FRVWY DQG ORZHU \LHOGV L[
DGGLWLRQ WKH FRVW RI QHZ OHDGLQJ HGJH SURFHVV QRGHV FRQWLQXHV WR LQFUHDVH DW D KLJKHU UDW
SURFXULQJ DQG RSHUDWLQJ DGYDQFBHG WBEXGDAWXUH QRI RKXILSBRQWFWY KDV LQFUHDVHG DQG RXU PDQXIDF
WUDQVLVWRUV SHU GLH RXU SURGXFWV DQG PDQXIDFWXULQJ SURFHVVHYV KDYH JURZQ LQFUHDVLQJO\ FRPS
FRQWULEXWH WR SURGXFWLRQ WLPLQJ GHOD\V DQG ORZHU \LHOGV WKDW PD\ DOVR LQFUHDVH RXU FRVWV \
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:H KDYH DGRSWHG D GLVDJJUHJDWHG GHVLJQ DUFKLWHFWXUH IRU PRVW RI RXU QHZHU DQG RRIHD WL $K RIFH:
FRPSRQHQWY RU WLOHV FDQ HHHBMN X URFPHXVYHE RQGERQQHFWHG E\ DGYDQFHG SDFKDYLDSSWRBPK®RMRUU R
RI FRPSOH[LW\ LQ GHVLJQ DGGWPWOFR{DPWRUDELWKW\GHSOR\PHQW RI DGYDQFHG SDFNDJLQJ WHFKQRORJLHV
KLVWRU\ RU KDYH LQFUHDVHG FRVWYV 'HOD\V RU IDLOXUHV LQ LPSOHPHQWLQJ GLVDJJUHKBW HRX G DEILDLW R
LQWURGXFH FRPSHWLWLWRBH RRG XRPVWVQ WZHW KIHUG PRUH KLJK HQG SURGXFWYV DQG D QXPEHU RI RXU TX WM& UM
NH\ FRPSHWLWRU RQ WKH IRXQGU\ VLGH RI RXU EXVLQRVWK R UH RVHCHY WKHUB S\D DW\ LRMOHEU X\SVBISFOR D@V R/ K
DQ\ RWKHU WKLUG SDUWK HRXIQHEW DV X5 §GIVKOW RI D GLVSXWH RU RWKHUZLVH ZH ZRXOG EH XQDEOH WR FRI
VXFK WLPH DV ZH FRXOG GHVLJQ DQG PDQXIDFWXUH UHSODFHPHQW W LZXH ¥ KD REX\DORSX O EN HVOAFIKQW RO MM DU R RH
EHVSRNH GHVLJQ RI HDFK WLOH WR WKH SDUWLMFXBPK RXQXGD W XIULHID SAHEE BYY DOWQLDS WEDFK LQYROYHV \
PDQXIDFWXUH DQG VHOO RXU SURGXFWV WKDW FRXOG KDYH D PDWHULDQVR GYKH WHW.HG W FAH FOEG E S WLD HOWLW D
IRU SURGXFWV WKDW FRP SSWRHG XEWK FREFSMMVWRUFRUH WUDGLWLRQDO PRQROLWKLF FKLS GHVLJQ ZH PD\
SURILWDELOLW\ RU WKH VXFFHVV RI RXU SURGXFWYV

7KH LQYHVWPHQWY UHTXLUHG IRU RXU OHDGLQJ HGJH SURFHVV WHFKQRORJ\ GHYHORSPHQW DQG RXU ZRUO
KLVWRULFDO OHYHOV ,Q UHFHQW \HDUV WKH VHPLFRQGXFWRU PDQXIDFWXULQJ LQGXVWU\ KDV VHHQ YHU\
XWLOLJLQJ OHDGLQJ HGJH SURFHVV WHFKQRORJLHV LQFOKS3ILQIVWKRDUIDBKAIOMRROWKHXKVRIZRH(BWKDY ® @GJIR!
IDEULFDWLRQ IDFLOLWLHYV DQG RXU QHHG WR EXLOG QHZ DQG H[SDQG RU XSJUDGH H[LVWLQJ IDFLOLWLHYV
RXU LQFXUULQJ ODUJH FDSLWDO RXW O D\M BXQEGWKWRK IFHRG/X\AH . Q DWK BEUWMK RUMGWRHU BLBXFK FDSLWDO RXWOD\V
IDFLOLWLHV IDFLOLW\ FRQVWUXFWLRQ DQG HTXLSPHQW 5 ' DQG WKR WRSOHRWHQW BRGWREBUYLDQUH X Q ZKIC
WKH IHDWXUHV WKDW RXU SURFHVV DQG SURGXRW LQGHPWRBQWRY RXH 8URCHFME WRXEHIDOLYHNSDFLW\ DQG |
IDLO WR IRUHFDVW GHPORQEUBRNVXRDWHQ\DQG RSHUDWLQJ LQFRFHWHBQGKH GUR/ KX R SKRILIW LIR HGN HRRWD W WURX BN
TXLFNO\ LQ UHVSRQVH WR ORZHU GHPDQG DQ®VRAMHKKNYXQUBIVPRVBEFUHG GHIRBYWADFGRBERYEG KX 0I0QDIQHD B O VUA
IHZ \HDUV KDYH FRQVWUDLQHG RXU DELOLW\ WR PDNH FDSLWDO LQYHVWPHQWY ZH KDYH GHOD\HG RU FDQF
3RODQG O0ODOD\VLD DQG ,VUDHO DQG LQLWLDWHG WKH FRQVROLGDWLRQ RI RXWHDARXHPE OONQ GE W T XP¥H Q'
RU UHFRUG H[FHVV PDQXIDFWXULQJ FDSDFLW\ FKDUJHV ZKLFK ZRXOGRDWY¥R &RZHQW XUK B URNFDRIBU G HF UDHED
PDQXIDFWXULQJ RU DVVHPEO\ DQG WHVW FDSDFLW\ FRXOG EH XQGHUXWLOL]JHG DQG ZH PD\ EH UHTXLWHJRB\\V
DOVR EH UHTXLUHG WR VKRUWHQ WKH XVHIXO OLYHV RI XQGHU XVHG IDFLOLWLHYV DQG HTXLSPHQW DQG DFF

ELOOLRQ UHMSHWILIHHOVHODWHG WR QRQ FDVK LPSDLUPHQWY DQG WKH DFFHOHUDWHG GHSUHFLDWLRGC
UHPDLQLQJ RU UHGXFHG RSHUDWLRQDO XVH

, 1 ZH DUH XQDEOH WR VHFXUH D VLIJQLILFDQW H[WHUQDO IRXQGU\ FXVWRPHU IRU
SURFHVV WHRKQRD\RSDXVH RU GLVFRQWLQXH RXU SXUVXLW RI QH[W JHQHUDWLR(

$V DQ LQWHJUDWHG GHVLJQ PDQXIDFWXUHU ,'0 ZLWK D SURGXFWV EXVLQHVV WKDW GHSHQGYV RQ DFFHVV "
SURGXFH FRPSHWLWLYH SURGXFWV ZH KDYH KLVWRULFDOO\ LQYHVWHG VLJQLILFDQW FDSLWDO UHVRXUFH\
SURGXFH VXFK QRGIBY GRYAYHEHG DERYH WKH GHVLJQ GHYHORSPHQW DQG PDQXIDFWXULQJ RI OHDGLQJ H
FDSLWDO LQYHVWPHQWY WR \LHOG D UHWXUQ ,lI ZH DUH XQDEOH W@RGH XZHH FOD V ISDXM HFRIQ \G LY [FARHQUADLDOOK B G4
VXEVHTXHQW QH[W JHQHUDWLRQ OHDGLQJ HGJH QRGHV :KLOH ZH UHPDIEQVRFXVHGEJI RX FIR QWL Q. GL B BIGRADOH
WDNHQ VWHSY WR UHGXFH RXU RYHUDOO LQYHVWPHQW DQG KDYH IXUWKHU VORZHG GRZQ WKH FRQVWUXFW
ZKLOH ZH FRQWLQXH WRIRUY DXO/DMH | XQUKHI ,@WHO SURGXFWV DQG RXU SODQ LQFOXGHYV DQ LQLWLDO SURG
RSWLRQ WR GHVLJQ IXWXUH ,QWHO SURGXFWV UHTXL DG @R\GHYRZE W S 1SRG XEBIBDIQFEW HLHA R Q G\ ,:@IVKHDY Bl GE H [V
XQVXFFHVVIXO WR GDWH LQ VHFXULQJ DQ\ VLJQLILFDQW H[WHUQDO IRXQGU\ FXVWRPHUV IRU DQ\ Rl RXU QR
$ DUH XQFHUWDLQ
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1 ZH ZHUH WR SDXVH RU GLVFRQWLQXH WKH GHVLJQ GBRQIBORE R H Q V) I[A\G JHmEHIDWWRKQ LOQHDRSIL QUWHEIH QR G
VLIQLILFDQW VWUDWHJILF EXVLQHVV ILQDQFLDO RSHUDWLRQDO DQG UHSXWDWLRQDO ULVNV DQG UHSHUFX

‘"HSHQGHQFH RQ 7KLUG 3DXUNSYRGEXEWVHEXVLQHVY ZRXOG RYHU WLPH EHFRPH GHSH®S& HIDWZRQGWKHOE
IRU QRGHV EH\RQIEQ G WH\OH OB DYH QR ORQJ WH B ORR QWEDEMZ BLDMKH XQDEOH WR MHEXQW DFOGS FPBLLQ WR
SULFLQJ WHUPV ZH PD\ EH XQDEOH WR PID B XHDFMNVXR & XU DSIUR 6 WFIV ¥ ROW WIKDW VXSSRUWY WKH FRQV
PRVW RI RXU FRPSHWLWRUV KDYH ORQJHU D Q& G0RUB Q-5 W\ K & UV K GUGHDMWW R (RKQGYLEMWKDQ ZH GR
GLVDGYDDRMLDIH DUH IHZ IRXQGULHYV FDSDEOH Rl SURGXFLQJ WKH OHDGLQJ HGJH DQG QHD U608 DEL®J +
6DPVXQ@R WKH H[WHQW RXU FRPSHWLWRUV DUH PRUH VXFFHVVIXO WKDQ XV LQ VHFXULQJ FDSDFLW\ ZL)
FXVWRPHU UHODWLRQVKLSY ZRXOG EH PDWHULDOO\ DGYHUVHO\ LPSDFWHG

" JRVVHV ZLWK 5HVSHFW WR RXU ,QYHVWPHQWYV LQ 5 ' DQ G: BDKDXGDREYAHW L Q J E)IDFFQ DRMDIPIWS D R 6 HITWKALSHPHH®)
EDODQFH VKHHW DV RI '"HFHPEHU WKH VXEVWDQWLDO PDMRULW\ Rl ZKLFK ZH HVWLPDWH UHODW
H[LVWLQJ DQG LQ GHYHORSPHQW D®G H¥ WHTFLOKGHDF KQMWHIDQVEWLRQ WR D QHZ QRGH ZH FRQWLQXH W
IURP SULRU QRGHV ,I ZH ZHUH WR SDXVH RU GLVFRQWLQXH WKH @HMG FON IGHY 6 RVS PIHH@WM DI/EL R R QOKHI D
H[SHFW WR LQFXU VLJQLILFDQW PDWHULDO LPSDLUPHQWY ZLWK UHVSHFW WR IRXQGU\ DVVHWV WKDW
QHZ OHDGLQJ HGJH IDEULFDWLRQ IDFLOLMVQWR ZRXDGHHESHEWLWR LQRXUR GGLWLRQDO FRVWY DQG HI[S
IDFLOLWLHYV DQG UHGXFH KHDGFRXQW

/RVV RI (OLJLELOLW\ IRU *RYH KONHQDNOVRFHQWHUHG LQWR JRYHUQPHQW LQFHQWLYH DUUDQJHPHQWYV ;
DQG QRQ 8 6 ,I ZH ZHUH WR SDXVH RU GLVFRQWLQXH WKH GHVLJQ GHYHORSPHQW DQG PDQXIDFWXUL
WKHVH DUUDQJHPHQWY DQG ZH PD\ EH UHTXLUHG WR UHSD\ DPRXQWY DOUHDG\ UHFHLYHG XQGHU WK

" 3RWHQWLDO 3HQDOW)\ 3D\P HOUWHH B B7R WAK S XRIUBK BXU FDSLWDO LQYHVWPHQWY LQ UHFHQW \HDUV ZH S>
RXU MRLQW LQYHVWPHQW ZLWK %URRNILHOGS$UQ]RVEB PDHRSH P FONC RAU H [ S IMRE KIRD ROURHOWP H G W R L)
2XU SRWHQWLDO SDXVH RU GLVFRQWLQXDWLRQ RI WKH GHRVR\ Q F BHIO H OB PIHROW PRGE H BVGRX WDKFLWIXGU SIDRII
SURGXFWV DQG UHVXOW LQ RXU LQDELOLW\ WR VDWLVI\ FRQVWUXFWLRQ DQG RU ZDIHU GHPDQG DQG ¢
DGGLWLRQDO SD\PHGOVWQRHBXU 6&,3

" /RVV RIOHOW WRUDFDROH RI WKH RQO\ FRPSDQLHV LQ WKH ZRUOG DQG WKH RQO\ FRPSDQ\ LQ WKH 8 6
JHQHUDWLRQ OHDGLQJ HGJH QRGHV ZH KDYH EHQHILWWHG IURP EHLQJ LQ D XQLTXH SRVLWLRQ DV D(C
LQWHUHVWHG LQ EHLQJ RQ WKH FXWWLQJ HGJH RI VHPLFRQGXFWRU LQQRYDWLRQ ,I ZH ZHUH WR SDX'
DQ\ SHUFHSWLRQ WKDW ZH PD\ GR VR LQ WKH IXWXUH PD\ PDWHULDOO\ DGYHUVHO\ LPSDFW RXU DELC
FRPSDQ\ PRUH PQRBDGHOULVN VXEVWDQWLDO ORVV RI KLVWRULFDO WHFKQLFDO DQG RWKHU H[SHUWLYV

* JLPLWHG ([WHUQDO )RXK DY BREMHHQWXQWXFFHVVIXO WR GDWH LQ DWWUDFWLQJ VLIQLILFDQW FXVWRPF
GLVFRQWLQXH RXU S XU IMWKXFRAHQWRHOQRIGHY LW LV KLIJKO\ XQFHUWDLQ ZKHW KRB @HRRKIDG \EKLMEO H
QRGHV ,QWHO ,QWHO DQG ,QWHO ZHUH GHVLJQHG IRU ,QWHO SURGXB\W HDEHDO L H $R VZHQWLD Q R X
FRQWLQXHG GHYHORSPHQW RI QH[W JHQHUDWQR QEBHIOEAE Q WKE I P MREH Y Q FDABEG R UHPDLQ ZLWK W
WR PDNH WKH VLJQLILFDQW LQYHVWPHQWYV RI WLPH DQG UHVRXUFHV QHHGHG WR GHYHORS SURGXFW\

" 2WKHU 6LJQLILFDQW )LQDQFLDO 2SHUDWEZR @EDXWVH R B IEIXNWRQWRQRKE WKHNGHVLIQ GH Y HIDRGE PX\Y WU B X
HGJH QRGHV LW PD\ JLYH ULVH WR DGGLWLRQDO PDWHULDO ULVNV WKDW ZH DUH QRW DEOH WR IRUH
DGYHUVH LPSDFWV WR RXU UHODWLRQVKLSY DQG WKH WHUPV RI RXU HQJDJHPHQWV ZLWK FXVWRPHUV
LOQYHVWRU FRQILGHQFH DQG LQFUHD VNG OWR BN BH U D I GRIB EWO ML B\ WIKBIQ8 6 DQG RWKHU JRYH!
D SRWHQWLDO GLVFRQWLQXDWLRQ RI RXU OHDGLQJ HGJH SURFHVV WHFKQRORJ\ GHVLJQ GHYHORSPH!
SHUVSHFWLYH

$Q\ RI WKH IRUHJRLQJ FRXOG KDYH D PDWHULDO DGYHUVH LPSDFW RQ RXU UHYHQXH RSHUDWLRQV ILQDQF
UHSXWDWLRQ SURILWDELOLW\ DQG SURVSHFWYV DQG FRXOG H[DFHUEBWHVRW KGHFDGWNVRG VWWBRVYVIH® QQ/ WKRC(
WDOHQW DFFXPXODWLRQ VIVQDWHID B H PWKXIDDUSW RBSFHWWWLHY DQG WHFKQLFDO NQRZ KRZ QHHGHG WR FRPSHWEH
GHFLVLRQ WR SDXVH RU GLVFRQW D@XHVRX¥E HBMWWRAXIOMRGLQWHGCIH$SUR FHWW LWHPKQROR YIHUW PO HEH H I
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2XU DOWHUQDWLYH ILQDQFLQJ DUUDQJHPHQWY DQG SXUVXLW RI JRYHUQPHQW JlI

7R VXSSRUW RXU FDSLWDO LQYHVWPHQWY ZH KDYH SXUVXHG DOWHUQDWLYH ILQDQFLQJ DUUDQJHPHQWV V
$UL]JRQD FDPSXV DQG RXU MEFSLRIO/D R QHODWPHI® W R )WE LQ ,UHODQG DQG PD\ HQ WKIVIHQW &D\Q\PL W URIU
DGYDQFH RXU EXVL@IHV\ YMOMOHHIQIDYRUDEOH SULFLQJ RU RWKHU WHUPV VXFK DV SHQDOWLHV VKRXOG NF
IDLO WR DFKLHYH WKHLU DQWLFLSDWHG EHQHILWY %RWK DUUDQJHRIQEW X ALAFIO KIEHP E RIPRHLQWAH Q WO DAML B D\
GHPDQG RU SXUFKDVH LQ ZKLFK FDVH ZH PD\ EH UHTXLUHG WR PDNH DGGLWLRQDO SD\PHQWYV WR RXU SDU\
FKDUJH UHODWHG WR SHQDOWLHV ZH H[SHFW WRUSBR Q OWARFWHRQLE B OZD\W KZ HU 6 B PIQGHE&WBR PDNH DV ZH UH(
YXUWKBRUVK DUUDQJHPHQWY DUH H[SHFWHG WR VLJQHWFDDVREHD Q& V\Q FIM\WDEDHHDE XM QLEVSHDRRR \R GIHO V K D UHD D
IXWXUH SHULRGV DV ZDIHU SURGXFWLRQ YRQXPGN ERQFEKD\DH GV RXYDEH[SDQGHBODQG 2XU SDUWQHUV PD\ I
RQ ZKLFK ZH UHO\ DQG ZH PD\ IDLO WR U$QARRIYW KIHOAHS B MVHQW L R 6 O34 SASX IV ¥ UD E LDOG GW\WALR GIDO WUDQVDFWL
DGYHUNHFWIRQ RXU EXVLQHVV UHVXOWV RI RSHUDWLRQV ILQDQFLDO FRQ GLRMLIFRQNRAD SD WD OOIRRAN R X K LIE K THX

,Q DGGLWLRQ ZH KDYHIFBIE§$BGHEQIRB[SHFW WR UHFHLYH DGGLWLRQDO JUDQWY DQG LQFHQWLYHV IURP GRP
LQ WKH 8 6 DQG (8 KDV EHHQ DGRSWHG WR SURYLGH JRYHUQPHQW IXQGLQJ IRU VHP L HR@Q GXHFRWXRQUN K DZHX LRV
XQGHU DQ\ DJUHHPHQWY HQDEOHG E\ VXEKLB8gW VY QDDWPIRRX® WDR Q RWPHHO VEHVY WR VXS $SRHUW \WKH KDIBKNUD 6RIM
LQ PDQ\ RI WKH ORFDWLRQV RI RXU IDFLOLWLHY DV FRPSDUHG WR WKRVH RI PDQ\ RI RXU FRPSHWLWRUV ZF
DQG LQFHQWLYHV RU VXFK DJUHHPHQWY PD\ FRQWDLQ UHVWULFWLRQV WKDW OLPLW RXU IOH[LELOLW\ WR
7R WKH H[WHQW IXQGLQJ LV EHORZ RXU H[SHFWDWLRQV ZH HOHFW QRW WR DFFHSW DQ\ JUDQWYVY RU LQFHQ'
DPRXQWYVY UHFHLYHG IURP DQ\ JUDQWYVY RU LQFHQWLYHV GXH WR DQ LQDELOLW\ WR FRPSO\ ZLWK DQ\ UHTXLL
DQ\ DZDUGV ZH KDYH DFFHSWHG RU WKH 8 6 JRYHUQPHQW GHOD\V RU GRHV QRW SURYLGH DQ\ DZDUGV WK
VWUDVEXIWWLQHVY DQG ILQDQFLDO UHMXFONMHGPDQBHZBGPYHUBHBGRQVWUDLQHG LQ RXU DELOLW\ WR HQJDJH LQ "
VWRFNKROGHUV

7KHUH DUH D QXPEHU RI ULVNV DQG XQFHUWDLQWVHNYFOXVYREWD W@ G Z VWXQWIK IF 08

2XU WUDQVDFWLRQV ZLWK WKH 8 6 JRYHUQPHQW GXULQJ WKH WKLUG TXDUWHU RI L Q F OKRW 1) WHKHHP H DX
FRPSOH[ DQG VXEMHFW WR D QXPEHU RI ULVNV DQG XQFHUWDLQWLHYV

7KH OHJLVODWLYH MXGLFLDO RU H[HFXWLYH EUDQFKHV RI WKH 8 6 JRYHUQPHQW FRXOG GHWHUPLQH
YRLGDKOBH WKH 8 6 '"HSDUWPHQW RI &RPPHUFH RU '2& LV FRQWUDFWXDOO\ ERXQG XQGHU WKH DJUH
FRPPLWPHQWYV WR VXSSRUW UHIUDLQ IURP FKDOOHQJLQJ RU RWKHUZLVH LPSHGLQJ WKH WUDQVDFWLI
JRYHUQPHQW RU WKLUG SDUWLHV RU JHRSROLWLFDO GHYHORSPHQWYV FR)>G® MOJWHHEEQW\VL MRIDRW KX
DIHFW WKH WUDQVDFWLRQV DQG WKH EHQHILWY ZH H[SHFW WR UHFHLYH ,Q DGGLWLRQ HQIRUFHPHQV
DYDLODEOH WR WKH 8 6 JRYHUQPHQW

* 7KH WUDQVDFWLRQV HOLPLQDWH RXU FRQWUDFWXDO ULJKWV$WR DBEHHPHQXWWXQYGE 6KE B Y HX QGROD WH 1D
JUDQWYVY DQG PD\ OLPLW RXU DELOLW\ WR VHFXUH JU PQD FR/QNJHRUPWILRQYIH IXWPXHUHAJ H D Q/WW X I9\G ILQJ VL IQRV RX 1M
JRYHUQPHQW WKH WUDQVDFWLRQV PDNH LW VXFK WKDW ZH ZLOO QR ORQJHU EHQHILW IURP WKH UHG
EXVLQHVV LV KLJKO\ FDSLWDO LQWHQVLYH DQG ZH KDYH D QXPEHU RI RWKHU FXUUHQW JUDQW DUUDQ
WKH IXWXUH ,W LV XQFHUWDLQ ZKHWKHU WKH WUDQVDFWLRQV PD\ FDXVH RWKHU JRYHUQPHQW HQWL
LQYHVWPHQWY RU EH XQZLOOLQJ WR VXSSRUW XV ZLWK IXWXUH JUDQWYV HLWKHU RI ZKLFK FRXOG OLI
FRVWYV

7KH WUDQVDFWLRQV DUH GLOXWTIKH M/R/ XDIOWMLRII WKDRHYVKRIOBRIRARQ VWRFN WR WKH 8 6 JRYHUQPHQV
GLOXWLYH WR H[LVWLQJ VWRFNKRQOB8HUAMJIDQ G AMDRF DIGAAGH R PO\GLAXWLRQ LI WKH FRQGLWLRQV WR

7KH 8 6 JRYHUGRMNQWYSRVLWLRQ UHGXFHV WKH YRWLQJ DQG RWKHU JRYHUQDQFH ULJKWV RI RXU RWE
EHQHILFLDO WR VXFKHNWRBPNQMVMDFOHRYYV UHVXOWHG LQ WKH 8 6 JRYHUQPHGQWHES BR B RY BH\RQBIMRHWRIVUN G
QRW EH WKH VDPH DV WKRVH7KIHRAWKHIRYWRGRKRWGKHD)W DJUHHG WR YRWH LWV VKDUHV RI FRPPRQ VWEF
VXEMHFW WR DSSOLFDEOH ODZ DQG H[FHSWLRQW MAURHSMWRMCHF W HVGKKHF BB W KHRYRWQ®BH QWNOXHQFH RI RWK
VHOHFWLRQ RI RXU GLUHFWRUV DQG SURSRNIDGIVLYRWIQGE RRRIED RXUQVWRBQKRO® GHURYHUQPHQW HTXLW'
GLUHFWHG E\ RXU ERDUG RI GLUHFWRUV RU WKH 8\ VXEXYMDIPMIODNYD DRGLWKR @DO $RYHUYPHWKIUHVStH
XV PD\ VXEVWDQWLDOO\ OLPLW RXU DELOLW\ WR SXUVXH SRWHQWLDO IXWXUH VWUDWHILF WUDQVDFV
ZLOOLQJQHVV RI RWKHU WKLUG SDUWLHV WR HQJDJH LQ VXFK SRWHQWLDO VWUDWHIJLF WUDQVDFWLR(
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' 2XU QRQ 8 6 EXVLQHVV PD\ EH DGYHUVHO\ LPSDFWHG E\ WKH 8 6 6 DRHNURPWMQMGHHIKHE B & LDEERXQW W
+DYLQJ WKH 8 6 JRYHUQPHQW DV D VLIJQLILFDQW VWRFNKROGHU FRXOG VXEMHFW XV WR DGGLWLI
RWKHUZLVH LQ RWKHU FRXQWULHV

$Q\ RI WKH IRUHJRLQJ FRXOG KDMNMHFW RDQWRHKWL DB YH&XHUWRS HUDWLRQV ILQDQFLDO SRVLWLRQ FDVK IORZV |
UHSXWDWLRQ SURILWDELOLW\ DQG SURVSHFWYV DQG FRXOG H[DFHUEDWH RWKHU ULVNV GLVFXVVHG LQ WKL

&KDQJHV LQ SURGXFW GHPDQG DQGIRPWJIRRQY IRIP QBLYHU UHOX O W V

2XU SURGXFWYV DIWHUKN@WGPIDQ IGHW VHIPHQWY DQG GHPDQG IRU RXU SURGRXWW WRUIRHWVHEDW WL @ KRHV B PFRK@IQ W
H[DPSOH ZH H[SHEWWRKBURZ RYHU WLPH GULYHQ E\ IDFWRUV VXFK $VFDSDELIHW LAV WQDD B G CEVDNRH PGFH K/KE
DGRSWLRQ LQ QHZ PD UKHIW3W KRGMYWW\ KDV EHHQ KLJKO\ F\AFOLFDO LQ WKH SDVW DQG WKHVH JURZWK H[S
&KDQJHV LQ WKH GHPDQG IRU RXU SURGXFWV KDYH LQ WKH SDVW DQG PD\ LQ WKH IXWXUH UHGXFH RXU UH"

,PSRUWDQW IDFWRUV WKDW OHDG WR YDULDWLRQ LQ WKH GHPDQG IRU RXU SURGXFWV LQFOXGH

EXVLQHVV FRQGLWLRQV LQFOXGLQJ GRZQWXUQV LQ WKH PDUNHW VHIJPHQWYV LQ ZKLFK ZH RSHUDWH

' FRQVXPHU FRQILGHQFH LQFRPH OHYHOV DQG FXVWRPHU FDSLWDO VSHQGLQJ ZKLFK FDQ EH LPSDFWH
ERUURZLQJ RU VSHQGLQJ WD[DWLRQ LQWHUHVW UDWHV WKH FUHGLW PDUNHW FXUUHQW RU H[SHFW

' FXVWRPHU SURGXFW QHHGYV DQG HPHUJLQJ WHFKQRORJ\ WUHQGYV LQFOXGLQJ FKDQJHV LQ WKH OHYHC(
LQ GDWD FHQWHU VSHQG$WRRBMURDRE YW XSSRUW

JHRSROLWLFDO FRQGLWLRQV 1QRIXEBWXHWWUDHEBRMHWWHYFWDRQY DQG JHRSROLWLFDO WHQVLRQV D
' RXU DELOLW\ WR WLPHO\ LQWURGXFH FRPSHWLWLYH SURGXFWYV
' FRPSHWLWLYH SULFLQJ SUHVVXUHV QHZ SURGXFW LQWURGXFWLRQV DQG RWKHU DFWLRQV WDNHQ E\
WKH OHYHO RI RXU FXVWRPHUV LQYHQWRULHYVY DQG FRPSXWLQJ FDSDFLW\

FXVWRPHU RUGHU SDWWHUQV DQG RUGHU FDQFHOODWLRQV LQFOXGLQJ DV D UHVXOW RI PDWXULQJ S
RSHUDWLQJ VI\VWHP XSJUDGH F\FOHV DQG

' LQGXVWU\ GLWRVEMORRY DQG RXU FXVWRPHUV VXFK DV WKH LQGXVWU\ VXEVWUDWH DQG FRPSRQHQW
EXVLQHVVHV LQ WKH GHOD\V LQ REWDLQLQJ WRROV FRPSRQHQWY DQG RWKHU VXSSOLHV DV D UH
GHPDQG IRU RXU EXVLQHVV LQ DQG FXUUHQW LQGXVWU\ VXSSO\ FRQVWUDLQWY IRU PHPRUD EKQBEW
DVVHPEOH SURGXFWV LQFRUSRUDWLQJ RXU SURGXFWYV

2XU SULFLQJ DQG PDUJLQV YDU\ DFURVV RXU SURGXFWYVY DQG PDUNHW VHJIRAHEWNHEFXIH L\WY KSD.WW HADRV R D " N HRAL
H[DPSOH RXU FRUHUSQRGXJMDQRH IURP ORZHU SULFHG DQG HQWU\ OHYHO SODW IRIHRM QUJR/ RALK R WUHH\W B Q830 B W\
SURGXFW OLQHV WASLFDOO\ KDYH VLJQLILFDQWO\ ORZHU PDUJLQV WKDQ RXU KLJKHU SULFHG SURGXMDW\H Ol
PDUJLQV DV WKH\ DUH SURGXFHG DW H[WHUQDO IRXQG U IZR W BWH WU QML B5H P Q QREX V KALD @ ¥ | DUFR\PX B X Q JKILDIAKLHAUL
Rl RXU PDUNHW VHJPHQWY RXU JURVV PDUJLQ SHUFHQWDJH KDV GHFUHDVHG DQG PD\ GHFUHDVH DJDLQ

ODFURHFRQRPLF FRQGLWLRQV DQG JHRSROLWLFDO WHQVLRQV DQG FRQIOLFWV |
VLIJQLILFDQW ULVNV WR XV LQ PDQ\ MXULVGLFWLRQV

:H KDYH PDQXIDFWXULQJ DVVHPEO\ DQG WHVW 5 ' VDOHV DQG RWKHU RSHUDWLRQV LQ PDQ\ FRXQWULHV
DUHDV 2XU RSHUDWLRQV UHO\ XSRQ D VXSSO\ FKDLQ WKDW LV DOVR KLJKO\ GLVWULEXWHG DQG ZLWK UHC
JHRIJUDSKLF DUHDVYDORHWYHRXWNVMLGH WKH 8 6 DFFRXQWHG IRU Rl RXU UHYHQXH IRU WKH ILVFDO \HDU HQG
FRQWULEXWLQJ Rl RV DVRWWDXOOUWH YRXQUXRSHUDWLRQV DQG RXU ILQDQFLDO UHVXOWYV RIEFODGEMWXUR X D \D\EH
GHVLJQ GHYHORS RU VHOO SURGXFWV DQG WKH GHPD QG WRHGREXUDSQREEHW R | DOREDW WOBHVHIGR QD OHOF U

$GYHUVH FKDQJHV LQ JOREDO RU UHJLRQDO HFRQRPKG ERYD 6 VWL WHRILREBEAVYDOR @RRAXNVORZLQJ JURZWK
WUDGH SROLF\ KLJK LQWHUHVW UDWHYV WLJKWHU FUHGLW LQIODW LR QUIDRZBIXFRMXILH D.Q FHJ 8B Y B W QU X HE
FRQILGHQFH DQG&GWSHQVGILPKDQJHYV LQ PDFURHFRQRPLF FRQGLWLRQV FDQ VLJQLILFDQWO\ KDUP GHPDQG IRU
UHVXOWYV DQG PDNH EXVLQHVV GHFLVLRQV LQFOXGLQJ UHJD $GLIQERIURARLFL &R FMWDAD FR U Q@ AV WFPWQV X QRH
LQFUHDVHG FUHGLW DQG FROOHFWDELOLW\ ULVNV KLJKHU ERUURZLQJ FRVWY RU UHGXFHG DYDLODELOLW\
FRXQWHUSDUWLHY LQFOXGLQJ ILQDQFLDO LQVWLWXWLRQV DQG LQVXUHUV DVVHW LPSDLUPHQWY DQG GHI

5IWN) DRARY




7UDGH SROLFLHV DQG GLVSXWHV DWW MPHYGHHEROWLHQ V. QRGHRWHKE WWUDIGH UHVWULFWLRQV DQG SURWHF\
PDNH RXU SURGXFWV OHVV FRPSHWLWLYH UHGXFH GHPDQG IRU RXU SURGXFWV OLPLW RXU DELOLW\ WR VI
LPSHGH RU VORZ WKH PRYHPHQW RI RXU JRRGV DFURVV ERUGHUV ,QFUHDVLQJ SURWHFWLRQLVP DQG HFRQ
GRPHVWLF VRXUFLQJ LQLWLDWLYHV RU RWKHU IRUPDO DIQ 6 XIGWRW R D\H © B DR/XXKW 13V RFAGROCAW ¥ ROQO R B NKHA W & DADR
UHVXOW LQ GHFOLQLQJ FRQVXPHU FRQILGHQFH DQG VORZLQJ HFRQRPLF JURZWK RU UHFHVVLRQ DQG FRXO
XV 6XVWDLQHG JHRSROLWLFDO WHQVLRQV FRXOG OHDG WR ORQJ WHUP FKDQJHV LQ JOREDO WUDGH DQG W
QHWZRUNV ZKLFK FRXOGFXDNHWR VPROEG BXU SURGXFWV LQ RU UHVWULFW RXU DFFHNW W& RWXRJP BXRLQKNW MU
SURVSHFWYV

*HRSROLWLFDO DQG WUDGH WHQVLRQV EHWZHHQ WKH 8 6 DQG &KLQDV RPQI& RMUDXEH QLHNVIW V WAR/D 8 £ ® MAMDEKDEY
RXU SURGXFWYV | DRVEHIGDFFXHVIMRPHU RUGHULWKH BWWKDW VP PRUVWKHWHVWULFWLRQV RQ WKH H[SRUW RI 8 6 UF
&KLQHVH WHFKQRORJ\ FRPSDQLHV LQFOXGLQJ FHUWDLQ RI RXU FXVWRPHUV DQG KKIH)BHDWGHVEBRQGHW®WK
FKDUDFWHUL]JHG E\ HVFDODWLQJ 8 6 H[SRUW FRQWUROV DQG WUDGH UHVWULFWLRQV LQ¥ OXGE @GYWQHRGV
SURGXFWV DV ZHOO DV QHZ FDSV RQ WKH JOREDO GLVWULEXWLRQ RI KLIJK SHUIRUPDRHH 16Q WRHWHQWHG FRE
-DSDQ DQG WKH 1HWKHUODQGYV LPSRVHG WKHVH UHVWULFWLRQV ZKLOH DGGLQJ PRUH &KLQHVH ILUPV WR £
PLQHUDOV DQG RQ FRPIDIXIIHY WREQOWMUWKH QHZ 8 6 DGPLQLVWUDWLRQ IXUWKHU WLIJKWHQHG H[SRUW FR(
UHVWULFWLRQV ZKLFK KDV OHG WR DGGLWLRQDO VDOHV UHGXFWLRQV DQG D JUHDWHU QHHG IRU VSHFLILF
FULWLFDO7KIHYHUD®WWULFWLRQV KDYH LQ VRPH LQVWDQFHYV UHGXFHG RXU VDOHVY DQG LQ D QXPEHU RIKHQW
DQG SRWHQWLDO IXWXUH UHVWULFWLRQV LQFOXGLQJ DOVR WKURXJK DSSOLFDWLRQ RI DQWLWUXVW ODZzZV
DIHFW RXU ILQDQFLDO SHUIRUPDQFH DQG UHVXOW LQ UHSXWDWLRQDO KDUP WR XV ,Q DGGLWLRQ D QXPEH
LQYHVWPHQWY LQ PDQ\ LQVWDQFHV ZLWK WKH VXSSRUW RI WKH &KLQHVH JRYHUQPHQW LQ DGYDQFHG VHF
WHFKQRORJLHV WKDW FRPBHWA W WK RKXKHUGZLEW ZKDGALIIXUWKHU WUDGH UHODWHG DFWLRQV JRYHUQPHQWRWR
DQ\ WUDGH UHODWHG DFWLRQV DQG WKH ORQJHU WHUP LPSOLFDWLRQV RI WUDGH UHODWHG DFWLRQV RQ '

*HRSROLWLFDO DQG VHFXULW\ LVVXHV VXFK DV DUPHG FRQIOKXRDDQQEGE FKLWIVOFRQ FFHIOQ W B Q8 X\@ DWW WU IRADLIBY
JOREDO RSHUDWLRQV )RU H[DPSOH

" 7KHUH KDYH EHHQ VLJQLILFDQW KRWVWILQUWRLHYQ ® QRMHSWR[HBUW\DWR ,VUDHO ZKHUH ZH KDYH D OHD:
GHYHORSPHQWKEMQWNUM)FOXGHG GLUHFW PLOLWDU\ DFWLRQV EHWZHHQ ,VUDHO DQG ,UDQ PLOLWDU\
$GGLWLRQDO KRVWLOLWLHYV DQG HVF D GIVWL RQYQU HPFDLMWS 8 RV IWERID RW FDXQN WHPHQXHY DUH JHQHUDWH
PDQXIDFWXUHG DW RXU IDEULFDWLRQ IDFLOLW\ LQ ,VUDHO DQG ZH DUH QRW LQVXUHG IRU EXVLQHVV
KDYH D VLIJQLILFDQW DG Y H UV H $IGRELDN MR O BSEHNWY HDVQG HTXLSPHQW DVVHWYVY LQ ,VUDHO DUH VHOI
YXUWKRMU ORELOH\H EXVLQHVV LV KHDGTXDUWHUHG DQG KDV PRVW RI LWV RSHUDWLRQV LQ ,VUDHO D¢

" 7HQVLRQV EHWZHHQ PDLMODPDG KKY®D @RUHDVHG VLIQLILFDQWO\ LQ UHFHQW \HDUV SUHVHQWLQJ DQ
VXSSOLMUYDQ IRU FULWLFDO FRPSRQHQWY LQFOXGLQJ YDULRXV FRPSXWH GLH WKDW FDQQRWT7EHZBQ
$V VXFK DQ\ GLVUXSWLRRQLFREPWLWIQLILFDQWO\ DQG DGYHUVHO\ LPSDFW RXU DELOLW\ WR REWDLQ
5XVW. RRJRLQJ FRQIOLFW ZLWK 8NUDLQH KDV UHVXOWHG LQ WKH LPSRVLWLRQ RI ILQDQFLDO DQG RWK
DQG RWKHU FRPSDQLHV WR OLPLW RU VXVSHQG 5XVVLDQ RSHUDWLRQWV KBEHFRRGOQ R W KSIRW IV ® WR RU BIXAK\OL
FXUUHQF\ UHVWULFWLRQV DQG UHJXODWLRQV DQG RWKHU UHWRBPRDBWWUD QG RGK B Q G RVWKWH UDDBWD G Q

:H FDQ DOVR EH DHFWHHIE EO \RIMKHU JOREDO DQG UHJLRQDIOQFHFXWGGRDYY WKDW SHULRGLFDOO\ RFFXU

VHYHUH ZHDWKHU HYHQWY DQG QDWXUDO GLVDVWHUV SXEOLF KHDOWK LVVXHV LQFOXGLQJ SDQGHPL

LQHFLHQW LQIUDVWUXFWXUH DQG RWKHU GLVUXSWLRQV VXFK DV VXSSO\ FKDLQ LQWHUUXSWLRQV PIL
VHUYLFHV IURP XWLOLWLHV WUDQVSRUWDWLRQ GDWD KRVWLQJ RU WHOHFRPPXQLFDWLRQV SURYLGH

' IRUPDO RU LQIRUPDO LPSRVLWLRQ RI QHZ RU UHYLVHG H[SRUW LPSRUW RV BRGQIKBERVHYHMWY W KK XCoHL
OLFHQVHV ZKLFK FRXOG EH FKDQJHG ZLWKRXW QRWLFH

JRYHUQPHQW UHVWULFWLRQV RQ RU QDWLRQ DORJYDWLRWUR F VWRDAUQ R SRHQ RW U RIBL. Q QWD QW FE RIHEWY WAU L D W H
RWKHU IXQGYV LQ D SDUWLFXODU FRXQWU\

' DGYHUVH FKDQJHV UHODWLQJ WR JRYHUQPHQW JUDQWYVY WD[ FUHGLWV RU RWKHU JRYHUQPHQW LQFHC
" GLHULQJ HPSOR\PHQW SUDFWLFHY DQG ODERU LVVXHV LQFOXGLQJ UHVWULFWHG DFFHVV WR WDOHQW
' LQHHIFWLYH OHJDO SURWHRWWNRID RAHRJAWUD |30 FRXQWULHYV
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" ORFDO EXVLQHVV DQG FXI®IWXUBR® RXFRIWRUWUWRIWW HDIQGDUGY DQG SUDFWLFHYV
' FRQWLQXLQJ XQFHUWDLQW\ UHJDUGLQJ VRFLDO SROLWLFDO LPPLJUDWLRQ DQG WD[ DQG WUDGH SRGC

IOXFWXDWLRQV LQ WKH PDUNHW YDOXHV RI RXU GRPHVWLF DQG LQWHUQDWLRQDO LQ Y H\WWMHHGQ B\ VORDIEX
GHWHULRUDWLRQ RU ORVVHV LQWHUHVW UDWH FKDQJHV ILQDQFLDO UHVXOWY SROLWLFDO ULVN VR

HDUH VXEMHFW WR QXPHURXV ULVNV DVVRFLDWHG $ LAMDKS WEKIHOHWRBYLQJ PDUNF

7KH PDUNHWY DQG XVH FDV$\VFIRIDEURGWEWY RDWHK EHHQIUDSQ®WON R BREOGLEW DOJHGGRD\ LPSDFW GHPDQG IRL
IHZ \HDUV WKH GHPDQG IRU KLJK HQG *38V IRU PRGHO WUDLQLQJ LQFUHDVHG GUDPDWLFDOO\ DQG KDV UHV
VSHQ@®&H LQYHVWPHQWY ZH KDYH PDGH DQG H[SHFW WR FRQWLQXH WR PDNH WR GHYHORS SURGXFWY DQG V
FDSDELOLWLHV BRWB&VOQRWDPOVRQLQ WKH GDWD FHQWHRELBQ® LRQG8AH PDRHEMLI@QULXLFDQW KXUGOHV LQFOX
ZKHWKHU WKLUG SDUW\ GHYHORSHUV ZLO®, GESEBDRGLWKHW RIVWRZWUSHUWR B XFW\O LD 3V RKHWKHU ZH ZLOO EH V
ZLWK WKH PRUH HNWDEXLVRBCGHRRV\VWHPV RI RXU FRPSHWLWRUV ,Q DGGLWLRQ PDQ\ RI RXU FRPSHWLWRU
VXEVWDQWLDOO\ JUHBWWHK D@ YHVIMPH QWY ARGLQJ WKURXJK LQWHUQDO GHYHORSPHQW DQG WKURXJK DFTXI
WKHLU GHYH®ORWPHRQQYRROIRIJLHY WKDQ ZH DUH

2XU XV$, MHFKQRORJ\ PD\ VXEMHFW XV WR UHSXWDWLRQYDZH LIQAR@ BN YWERHRIODRDJI R U QUAHRI RXMWSRUR GXPAMWY D Q G
FRQFHUQV UHODWLQJ WR WKH UH¥SRMFIKEXRD R YHLRI RMKH SHRREXYFWVQM DQG VHUYLFHV PD\ FDXVH KDUP WR RXL
LQFUHDVH RXU FRVWYVY WR DGGUHVV RU$ P MWHIFXQ/R R X\F R DY LFMNH/D BVIGHWHRLDAM LVVXHY JHQHUDWH GHIHFWLYt
FKDOOHQJHV ZLWK UHVSHFW WR LWV DGRSWLRQ ,Q DGGLWLRQ HYROY$ QB DO DIZVT XLUKHHXYV WRI XIOPMAR @'V JMQ
PRGLRDLQWDLQ RU DOLJQ RXU EXVL@WVWIKSHUVPWHRMYVPRIU \8 B RVGKKHF ¥ YW H RRWQ RID BR DR W BI& RSW U D WH RW LRIHRX
FRPSHWLWRUV ZH PD\ EH FRPSHWLWLYHO\ GLVDGYDQWDJHG

H UHO\ XSRQ D FRPSOH[ JOREDO VXSSO\ FKDLQ

:H KDYH D KLIJKO\ FRPSOH[ JOREDO VXSSO\ FKDLQ FRRSRWX&E RO VWHHR/XTDRGIVGRI| /ISR HPDW HULDOV IRU RX
HTXLSPHQW DIPGOBFHQVHV IRU RXU IDFWRULHV GHOLYHU ORJLVWLFV DQGF$SDERNRPUERAQW U REHRWBEG YRE(
RXU EXVL@HNVO®VR UHO\ RQ VXSSOLHUV WR SURYLGH FHUWDLQ FRPSRQHQWY IRU RXU SURGXFWV DQG WR PDC(
WLPH WR WLPH ZH DUH QHJDWLYHO\ LPSDFWHG E\ VXSSO\ FKDLQ LVVXHV LQFOXGLQJ

VXSSOLHUV H[WHQGLQJ OHDG WLPHV H[SHULHQFLQJ FD S DRLAOR FIORQLON UWDX.SS/O WOR. FRIMWKLFQU IRYXUV VRGP FHHUOY
FDQFHOLQJ GHOLYHULHV RU LQFUHDVLQJ SULFHV IRU H[DPSOH ZH DUH FXUUHQWO\ EHLQJ LPSDFWHG
FDSDFLW\

VXSSOLHU TXDOLW\ LVVXHV

F\EHUVHFXULW\RKHYRW@MHU BLWLIDWLRQ PDQ PDGH RU QDWXUDO GLVDVWHUV SXEOLF KHDOWK LVVXHV
VXSSOLHUV

" ORQJ OHDG WLPHV WR TXDOLI\ DOWHUQDWH RU DGGLWLRQDO VXSSOLHUV RU WKH XQDYDLODELOLW\ R

" LQFUHDVHG OHJLVODWLRQ UHJXODWLRQ RU VWDNHKROGHU H[SHFWDWLRQKXPBDIDUGLQN¥WRRGFHQY LU®
FRQFHUQV

7KHVH DQG RWKHU VXSSO\ FKDLQ LVVXHV FDQ LQFUHDVH RXU FRVWY GLVUXSW RU UHGXFH RXU SURGXFWLF
RXU FXVWRPHU UHODWLRQNKWSRXRUUEBXWWRIDXHOQHS! XV IURP VXFFHVVIXOO\ LPSOHPHQWLQJ RXU EXVLQHVV \
FRPSHWLWLYH SRVLWLRQ UHVXOWV RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ )URP WLPH WR WLPH RX
WKHLU GHPDQG IRU RXU SURGXFWV 'XULQJ WKH SDVW VHYHUDO \HDUV PDFURHFRQRPLF DQG JHRSROLWLFL
DQG GHOD\V LQ REWDLQLQJ WRROV DQG RWKHU FRPSRQHQWY DQG WKH VHPLFRQGXFWRU LQGXVWU\ H[SHUL
IRXQGU\ PDQXIDFW XAKIHQYIHFDISPFWWIHY KDYH SUHYLRXVO\ OLPLWHG RXU DELOLW\ WR VXSSO\ FXVW RHHWHGEH P
FXVWRPHU GHPDQG IRU RXU SURGXFWYV DV VRPH FXVWRPHQW RXDI)WEHWOHVOREWKLWE SORMAUARFERQHQWYV
ILQLVKHG VI\VWHFXOWWR SUHGLFW WKH IXWXUH LPSDFW RI WKHVH VKRUWDJHV ZKHQ WKH\ RFFXU

7R REWDLQ IXWXUH VXSSO\ RI FHUWDLQ PDWHULDOV DQG FRPSRQHQWY SDUWLFX@& DKDOAHY K EWMUBGE H\Q WR) G |
VRPH RI RXU VXSSOLHUV WKDW LQYROYH ORQJ WHUP SXUFKBVH PRRBDLQVPIREQW\D® G\ RILR O/DHH H S H A% D WH @Q\WR
VXSSOLHUV PD\ IDLO WR GHOLYHU FRPPLWWHG YROXPHV RQ WLPH RU DW DOO RU WKHLU ILQDQFLDO FRQGL
IDOOV EHORZ RXU H[SHFWDWLRQV ZH FRXO G XXPYHHIG[HFE VA\D RDFR BN FDAHOWVIHQEQHUIBDYWR LFRVWY DQG RXU SUHSELC
FDVHV PD\ QRW EH IXOO\ UHFRYHUDEOH
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:H XWLOL]JH WKLUG SDUW\ IRXQGULHVY DQG FRPSRQHQW VXSSOLHUV WR PDQXIDFWXUH RU VXSSO\ D QXPEHU
$V SDUW RI RX@H WBHWWIWR FRQWLQXH WR UHO\ XSRQ WKLUG SDUW\ IRXQGULHV 'HOD\V LQ WKH GHYHORSI
LOQWURGXFWLRQ RI SURGXFWV RU FRPSRQHQWYV FIH GHYWJ R KRG V X F B SIVARLAHVIVRIXO ® GE® HQNVEW XVW BRI POIGI\W
FRQWURO RYHU GHOLYHU\ VFKHGXOHV GHVLJQ DQG PDRXRDBKXWWULXQD QAVRL RVEW VPR QOBWRRWW VL HRAUG VR A SRQH /W \
WKLUG SDUWLHV

JRU FHUWDLQ SURGXFWY FRPSRQHQWV VHUYLFHV PDWHULDOV DQG HTXLSPHQW ZH UHO\ RQ D VLQJOH RU
LPSDFW WKH QDWXDHODEDROLW\ DQG SULFLQJ RI WKH SURGXFWYV $60G AR-OUGLEHIE @/Y D IVOXEWHH @ W OV W KRHU VHR[O
OLWKRJUDSK\ WRROV WKDW ZH DUH GHSORIDGJISLADROW GOIWWGE U H, Q WBIGL Q J, G\ H I PHIFOWH DIF RIK@. @I 8 UKRLFIHK\ON
DQG SURGXFH DQG LQFNGI® VUG POW ERWW®R WLPH WKHUH DUH LQFUHDVHYV LQ OHDG W LZAKH.V kR B RGXHDGED GVH D@ \WWKH
RU UDPS RI RXU IXWXU$VSUREHWKHIRBHMW SOH D OLPLWHG QXPHH 0 HRD GALIQUUIBGS Bl URD\QERIDFEBVXILHAY R ISURFHV V H
JHRJUDSKLFDOO\ FRQIFHQRPBVRIERKY PRVW DGYDQFHG FXUUHQW DQG IXWXUH SURGXFMUE RH B H CZLBDQWEXISH
FRPSRQHQWYV LQFOXGLQJ YDULRXV FREGXWH GLH PDQXIDFWXUHG E\

HDUH VXEMHFW WR WKH ULVNV RI SURGXFW GHIHFWYV HUUDWD RU RWKHU SURC(

JURP WLPH WR WLPH ZH LGHQWLI\ SURGXFW GHIHFWV HUUDWD DQG RWKHU SURGXFW LVVXHV ZKLFK FDQ U
SURFHVVHV &RPSRQHQWY DQG SURGXFWV ZH SXUFKDVH RU OLFHQVH IURP WKLUG SDUW\ VXSSOLHUV RU JC
UHVXOW IURP WKH LQWHUDFWLRQ EHWZHHQ RXU SURGXFW\VH DY NWK LU & USRBEXW WYUW & X WWAH DEHS/ VRQWEZDQ MI D
WHFKQRPERYYVH SHUVRQDO LQMXU\ RU SURSHUW\ GDPDJH HYHQ ZKHUH WHKHH¥BXMH/ NV RQUHQBWHDG/ W B \S8 RRG .
LOQWR QHZ GHYLFHV PDUNHW VHJPHQWV WHFKQRORJLHV RU DSSOLFDWLRQV LQFOXGLQJ WUDQVSRUWDWLH
LQGXVWULDO FULWLFDO LQIUDVWUXFWXUH DQG FRQVXPHU XVHV

&RVWYV IURP GHIHFWV HUUDWD RU RWKHU SURGXFW LVVXHV FRXOG LQFOXGH

ZULWLQYRRH RU DOO RI WKH YDOXH RI LQYHQWRU\
UHFDOOLQJ SURGXFWV WKDW KDYH EHHQ VKLSSHG
" SURYLGLQJ SURGXFW UHSODFHPHQWY RU PRGLILFDWLRQV
" SURYLGLQJ FRQVLGHUDWLRQ WR FXVWRPHUV LQFOXGLQJ UHLPEXUVHPHQW IRU FHUWDLQ FRVWV WKH\
GHIHQGLQJ DJDLQVW OLWLIJDWLRQ DQG RU SD\LQJ UHVXOWLQJ GDPDJHV
SD\LQJ ILQHV LPSRVHG E\ UHJXODWRU\ DJHQFLHV DQG
UHSXWDWLRQDO KDUP

7KHVH FRVWVY FRXOG EH ODUJH DQG PD\ LQFUHDVH H[SHQVHV DQG ORZHU JURVYV PDUJLQ DQG RU UHVXOW L
LVVXHV LQFOXGLQJ VRIWZDUH DQG ILUPZDUH XSGDWHV DUH QRW DOZD\V DYDLODEOH RI{HBWN\LMHQ \UEHDARLO/Y
IRU DOO DSSOILPQ®MRIQWG SDUWLHYV VXFK DV KDUGZDUH DQG VRIWZDUH YHQGRUV PDNH SULRULWL]D®WILRIQY
SUHYHQW GHYHORSPHQW RU GHSOR\PHQW RI D PLWLIJDWLRQ DQG KDUP RXU UHSXWDWLRQ DQG UHVXOW LQ
UHVXOW LQ SURGXFW IDLOXUHV DGYHBWN SWHHER BRIVQ VHVIVMHE SRZ/NIUR H VY CRLIW X | BVIXMRDQYIMROMD\R UOERWI U XSWLRQ
EHKDYGRIFLVLRQV E\ FXVWRPHUV DQG HQG XVHUV WR OLPLW RU FKDQJH WKH DSSOLFDWLRQV LQ ZKLFK WKH

VRPH RI RXU FXVWRPHUV H[SHULHQFHG LQVWD®IDQE"\*HQVEHVNWRE SVYREBVRRUNO ERUFHK UHTXLUHG XV )
GHSOR\ FRUUHFWL.MH IMEFYHRMWO\ LPSDFWHG VDOHV YROXPH GXULQJ DQG PD\ UHVXOW LQ KLJKHU ZDUUDC

BURGXFW LVVXHV FDQ GDPDJH RXUHFWMS 3WR®XRW GHHPIDQNGE YEHDO M\ SURGXFW UHOHDYVHRW RPWD B H RXR\ BHIRES X BW
FRPSHWLWLYH ZKLFK FRXOG KDUP RXU EXVLQHVV DQG ILQDQFLDO UHVXOWY 6XEVHTXHQW HYHQWYV RU QHZ
LVVXH ,Q DGGLWLRQ RXU OLDELOLW\ LQVXUDQFH FRYHUDJH KDV FHUWDLQ H[FOXVLRQV RU PD\ QRW DGHTX
SD\' D FODLP DQG ORVVHV QRW FRYHUHG E\ LQVXUDQFH FRXOG EH ODUJH ZKLFK FRXOG KDUP RXU ILQDQFL
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HIDFH ULVNV UHODWHG WR VHFXULW\ YXOQHUDELOLWLHY LQ RXU SURGXFWYV

:H RU WKLUG SDUWLHYV UHJXODUO\ LGHQWLI\ VHFEXULW\ YXOQHUDELOLWLHYV ZLWK UHVSHFW WR RXU SURFHYV
DQG WKH FRPSRQHQWV WKDW LQWHUDFWHZEWKFWEKWR®P RJRE BROGVIWMBRGKBLUG SDUWLHV IRU XVH LQ RXU SU
LPSOHPHQW LQ RXU SURGXFWV DUH DOVR UHJXODUO\ VXEMHFW WR VHFXULW\ YXOQHUDELOLWLHV 2XU SUR
LQFUHDVHG F\EHUVHFXULW\ DQG SULYDF\ ULVNV LQFOXGLQJ DSSOLFDWLRQV WKDW JDWKHU \D QBXQ & URFLHVIVF
DQG DXWRPRWLYH BI$ SIHFPOMMWR QAMXOQHUDELOLWLHY LGHQWLILHG LQ RXU SURFHVVRUV LQFOXGH D FDWHJRU
6SHFWUH DQG H®EWARAQD®O FDWHJIJRULHV DQG YDULDQWY KDYH EHHQ LGHQWLILHG DQG DUH H[SHFWHG WR
SURGXFWV FDQQRW PDNH RXU SURGXFWV DEVROXWHO\ VHFXUH DQG WKHVH IHDWXUHV WKHPVHOYHV DUH V
YXOQHUDEHORWUHAXVWRPHUV DQG WKH XVHUV RI RXU SURGXFWV GR QRW DOZD\V SURPSWIOHAFOWDRIQDRY RQQK
LQFOXGLQJ WKH MRVERMFKLD DYX\OQHUDELOLW\ KDV EHHQ H[SORLWHG 6XEVHTXHQW HYHQWYV RU QHZ LQIRUP!
VHEXULW\ YXQAQHOBBILQUWGGLWLRQDO LQIRUPDWLRQ OHDUQHG DV ZH GHYHORS DQG GHSOR\ PLWLJDWLRQV
FRPSHWLWLYHQHVV RI H[LVWLQJ DQG QHZ SURGXFWYVY DQG DGGUHVV IXWXUH ZDUUDQW\ RU RWKHU FODLPV F
OLWLIJDWLRQ RU UHJXODWRU\ LQTXLULHV RU DFWLRQV RYHU WKHVH PDWWHUV

OLWLIJDWLRQ WHFKQLTXHV GHVLJQHG WR DGGUHVV VHFXULW\ YXOQHUDELOLWLHYV LQ RXU SURGXFWV LQFOX
DYDLODEOH RQ D WLPHO\ EDVLV2RU DW DOO2DQG DWFWILFNFHWY\GRHYRW YRISMKX O HUD\E L QWHMFHIR R D GO DSSOLF
WKLUG SDUWLHV LQFOXGLQJ KDUGZDUH VRIWZDUH DQG VHUYLFHV YHQGRUV DV ZHOO DV RXU FXVWRPHUYV
HIHFWLYHQHVYVY DQG SHUIRUPDQFH LPSDFW RI PLWLIJDWLRQ WHFKQLTXHV FDQ GHSHQG VROHGKRQ L3I)Q SDKR\Z |
GHYHORS DQG GHSOR\ PLWLJDWLRQV ([SRUW UHVWULFWLRQV PD\ LPSHGH RXU DELOLW\ WR SURYLGH XSGD)
SRWHQWLDOO\ OHDYLQJ VI\VWHPV XQSDWFKHGDRE® IRRIHQ ON R VWY SFOIR L WA IXFEH WU W KHSDUWLHYV ZLWK ZKRP Z
GLVFORVXUH ZKLFK PD\ LPSDLU RXU DELOLW\ WR UHFHLYH LQIRUPDWLR®& DRBXWXFKWKHWBESDUWLHY PQBH
DERXW ZKLFK YXOQHUDELOLWLHYV WRPD®GRIWHBY HXKIGFW EBIY HB-O-RSIPHQW RU GHSOR\PHQW RI D PLWLJDWLRQ D!
PLWLIJDWLRQ WHFKQLTXHV FDQ UHVXOW LU gFMWVY HIHER B WWYI RV DWHPH LROY @ R B i CRLMI X R BIXMFRDOYCDROMD \R UORE RV U X SV
V\VWHP EHKIHHIRMURQV E\ FXVWRPHUV DQG HQG XVHUV WR OLPLW RU FKDQJH WKH DSSOLFDWLRQV LQ ZKLFK
E\ WKLUG SDUWLHV

6HFXULW\ YXOQHUDELOLWLHYV DQGHF@AVOR IP B WD MIIDRAMDLVR R UWVMHE K Il WK REYIUF D @ VDXGOWHW RH R\SBIUDWLRQV ILQDQFLI
SURVSHFWV DQG UHSXWDWLRQ LQ D QXPEHU RI ZD\V DQ\ RI ZKLFK PD\ EH PDWHULDO )RU H[DPSOH ZKHWKI
LQ RXU LQFXUULQJ VLIQLILFDQW FRVWY UHODWHG WR GHYHORSLQJ DQG GHSOR\LQJ XSGDWHV DQG PLWLJD\
UHVSRQGLQJ WR UHJXODWRU\ LQTXLULHV RU DFWLRQV SD\LQJ GDPDJHV DGGUHVVLQJ FXVWRPHU VDWLVIDF
UHPHGLDO VWHSV ZLWK UHM\GSYHHRIW WV 8 XW R IL B GWS\DIWBARDHNY VHFEXULW\ YXOQHUDELOLWLHYV RU PLWLJDWLRQV FRX:!
GHPDQG IRU RXU SUR G XFRHW BHIFBNVVHRIDA\LEHVWJUHDWHU WR WKH H[WHQW WKDW FRPSHWLQJ SURGXFWY DUH QR
EH PRUHARWLYHO\ PLWLIJDWHG LQ FRPSHN/KILQE SSDRIGKIFWVF D Q UHROHHVH LQIRUPDWLRQ UHJDUGLQJ SRWHQWLEL
DYDLODEOH ZKLFK LQ WXUQ FRXOG OHDG WR DWWWHFRMSRXG RELDKAWRHVR IXOQWHIBGREW WVLIWEYBIWYRQV DRU RW

H DUH VXEMHFW WR LQFUHDVLQJ DQG HYROYLQJ F\EHUVHFXULW\ WKUHDWYV DQC

:HIDFH VLJQLILFDQW DQG SHUVLVWHQW F\EHUVHFXULW\ ULVNV GXH WR WKH EUHDGWK DQG FRPSOH[LW\ R
ZLGHVSUHDG XVH RI RXU VA\VWHPV SURGXFWV DQG SURFHVVHV DQG WKHLU DWWUDFWLYHQHVV WR WKUHDW
FXVWRPHUV DQG VXSSO\ FKDLQ ULVN WKURXJK RXU XVH RI WKHLDGVRDIDW H DURCEDWMRWQ DVH UY VRHA/L /@GR KR PIRR
FROOHFW VLJQLILFDQW DPRXQWV RI KLIJKO\ VHQVLWLYH FXVWRPHU GDWD ZKLFK P DBHUWMNH XYLV WIDQRIHAH Q §
VXFFHVVIXO FRXOG UHVXOW LQ RXU LQFXUULQJ VLIJQLILFDQW FRVWY UHODWHG WR IRU H[DPSOH UHEXLOC
SURWHFWLRQ PHDVXUHV SURYLGLQJ PRGLILFDWLRQV WR RXU SURGXFWV DQG VHUYLFHV GHIHQGLQJ DJDLC
LQFHQWLYHV WR PDLQWDLQ D EXVLQHVV UHODWLRQVKLS ZLWK XV RU WDNLQJ RWKHU UHPHGLDO VWHSV ZL

:H UHJXODUO\ IDFH DWWHPSWV E\ PDOLFLRXV DWWDFNHUV WR DPRQJ RWKHU WKLQJV JDLQ XQDXWKRUL]JH(
SDUWQHUV VWHIBG BWRGDOHRMWDERQILGHQWLDO LQIRUPDWLRQ VDERWDJH RU FRUUXSW RXU VI\VWHPV RU SUF
VHUYLFHV LQWHUUXSW RSHUDWIURHDW \R U QGIOXIEHGPDDQ ¥ RRXY KDFNHUV VWDWH VSRQVRUHG RUJDQL]DWLRQ
SURYLGHUV DQG XQDXWKRUL]JHG SK\VLFDO IDFLOLW\ DFFHVV ,Q DGGLWLRQ VHUYLFH SURYLGHUV ZH XVH FI
RU VXSSRUW ZKLFK FDQ LPSDFW WKH VHFXULW\ RI RXU VAIVWHPY DQG RXU SURSULHWDU\ RU FRQILGHQWLDC
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&\EHU DWWDFN DWWHPSWYV DUPDUQEWHKDBWHLOQPEWERERKRRPHBDO VRSKLVWLFDWLRQ DIQ@EWHEXSTFHW VHXYOW RDORMSF
SURSULHWDU\ RU FRQILGHQWLDO LQIRUPDWLRQ RU GLVUXSWLRQV WR RXU VXSSO\ FKDLQ RU EXVLQHVV RSH
:H H[SHFW HPHUJLQJ WHFKQRORJLHVY WR FRQWULEXWH WR WKH LQFUHDVLQJ VRSKLVWLFDWLRQ RI DW$,DFN"
WHFKQRORJLHVY WR GHYHORS QHZ KDFNLQJ WRROV DQG DWWDFN YHFWRUV HI[ISFORLWA RX QVCKHUUHCREA. GWRDHL IVH MRU
JHQHUBWLYPHUHDVHYV WKH ULVN RI WKHVH WHFKQRORJLHV EHLQJ XVHG E\ WKUHDW DFWRUV WR LASKOWR Q/RV
DQG SUHYHQW VORWHR¥FHBDVHG DGR SWPRGHROVHQWHKDY LRH LOQWHUQDO VI\VWHPV SURFHVVHVY DQG WRROV F

:H DUH UHTXLUHG WR FRPSO\ ZLWK VWULQJHQW FRPSOH[ DQG HYROYLQJ ODZV UXOHV UHJXODWLRQV DQG
F\EHUVHFEDWW\SURWHFW ISRQ IDQGXSWH RUFSEHUFHLYHG |IDLRPX WD \EFXFSWRPLR/ FRRRSKHFXULW\ WKDW UHVXOWYV
XQDXWKRUL]JHG ORVV GHVWUXFWLRQ XVH PRGLILFDWLRQ DFTXLVLWLRQ GLVFORVXUH UHOHDVH RU WUDC(
SUDFWLFHV WKH H[SHQGLWXUH RI VXEVWDQWLDO FRVWV WLPH DQG RWKHU UHVRXUFHV OHJDO SURFHHGL
RU ILQHYV

H DUH VXEMUBEWWRLBFOXGLQJ UHODWHG OLWLJDWLRQ DQG UHJXODWRU\ SURFF

:H FDQQRW DOZD\V RURMHRWFRIXBXBV3HIDUG RXU SDWHQWYV FRS\ULJKWIW JWWD GCH VHPRBURHUWAD Q @ GWRRVWIK I lH VX
UHO\ R@QD,Z?DV ZHOO DV FRQILGHQWLDOLW\ DQG OLFHQVLQJ DJUHHPHQWYV ZLWK RXU FXVWRPHUV HBPRGRIBH
2XU DELOLW\ WR HQIRUFH WKHVH ULJKWV LV VXEMHFW WR JHQHUDO OLWLJDWIKRQVULY N\D UDR XWH G RXIMVXXIQ AN
IDFWRHWUH QRW DOZD\V DEOH WR RERWD HQ IRWAEW HAW SIBIRIWREFVRRHK Q3 ZH VHHN WR HQIRUFH RXU ULJKWV ZH |
ULJKWV DUH LQYDOLG QRW HQIRUFHDE O & XRU DYVHOQNVIHERWR PID)\ RIFIS/ANOMY 1L @ MWRWKHU SDUWN VHHNLQJ WR [
RXU EXVLQHVV )URP WLPH WR WLPH JRYHUQPHQWY DGRSW UHJXODWLRQV DQG JRYHUQRHQRWWVRRWFRRYWWYC
SURGXFWV WR PHHW VWDQGDUGYV WKDW IDYRU ORFDUQO ARPS® DX@EHU DXV RO WKIHVMHVE WR XRFRMROBRHFHRWKBDQ® KDU
VRPH FDVHVURXKWB HDQ@RIGHTXDWH SURWHFWLRQ IRU RXU LQQRYDWLRQV ,Q DGGLWLRQ WKH WKHIW RU X
EXVLQHVV LQIRUPDWLRQ FRXOG KDUP RXU FRPSHWLWLYH SRVLWLRQ DQG UHGXFH DFFHSWDQFH RI RXU SUR
PDUNHWLQJ FRXOG EH UHGXFHG

2XU OLFHQVHV ZLWK RWKHU FRPSDQLHVY DQG SDUWLFLSDWLRQ LQ LQGXVWU\ LQLWERQR R Y\ IF\R PV§IDFOH \H D RO
OLFHQVH SDWHQWV EHWZHHQ HDFK RWKHU WR VHWWOH GLVSXWHV RU DV SDUW RI EXVLQHVV DJUHHPHQWYV
VRPH RI RXU SDWHQWYVY DQG X¥BPH RXWKHQOW . FBYMHIVDEDQ H[KDXVW RXU SDWHQW ULJKWY DV WR OLFHQVHC
LQGXVWU\ VWDQGDUGY RUJDQL]DWLRQV RU ZLWK RWKHUW LR XOLWH Q V § LRAXUD B/D WHD W W WR FRHRWP 8§ BIQ X H ¥ HV KXW
'"HSHQGLQJ RQ WKH UXOHV RI WKH RUJDQL]DWLRQ JRYHUQPHQW UHJXODWLRQV RU FRXUW GHFLVLRQV ZH"
UHVXOW ZH PD\ EH XQDEOH WR HQIRUFH FHUWDLQ SDWHQWW\WPDLEWHWM RSMXIHIAMG DQG WKH YDOXH RI RXU ,3

7KLUG SDUWLHYV DVVHUWEODKWFWEDVRBGWRY, DQG RXU SURGXFW\V HZKLFH F@ & DRV KRDMHKBWRIQERWPL QI VY L G X D (
LQYHVWPHQW OLWLJDWLRQ HQWLWLHVY RWKHU QRQ SUDFWLFLQJ HQW LKDLYHV VBARGHP LK PQEDYHVIHD BBW HQV
LQLWLDWHG E\ ZHOO IXQGHG QRQ SUDFWLFLQJ HQWLWLHYV LQRF&MGHQIDEYWILWY H\D QX QGHEH BV W IRIXWG FRIVWWR
UHSXWDWLRQ RU UHODWLRQVKLS ZLWK FXVWRPHUV DQG GLVUXSW RXU R 3KH D5WMRQML D UK H) DWXIER @ HHG® Y QU
FKDOOHQJLQJ GXH WR WKH HPHUJHQFH RI YHQXHV DGRSWLQJ SURFHGXUDO DQG VXEVWDQWLYH UXOHV WKD
DYDLODEOH IRU QRQ FRPSHWLWRUYV )RU H[DPSOH ,QB )MEQYRQ B\U D FAB\FMERLIF QG REWRUQ DQ LQMXQFWLRQ |
RXU FXVWRPHUV LQ WKH 'XVVHOGRUI 5HIJLRQDO &RXUW LQ *HUPDQ\ WKDW LI HQIRUFHG FRX@®BVLRWN \FIDX\LK
,Q WKH SDVW IHZ \HDUV ZH KDYH IDFHG FRVWO\ DQG OHQJWK\ ODZVXLWV DFURVV PXOWLSOH MXULVGLFWLR
LQFOXGLQJ PRVW QRWDEO\ WKH 9/6, DQG 5 OLWLJDWLRQ ZKLFK KDYH UHVXOWHG LQ VLJQLILFDQW DGYHUV

H DUH W\SLFDOO\ HQJDJHG LQ D QXPEHURDDEPYVSWHWDHW RIURIVR@NFWY WHFKQROBIIKW\RRISRNRRHVVHVY HIO
PHULWV FDXVH XV WR LQFXU ODUJH FRVWYV WR UHVSRQG WR GRU W GD QG GD WHWHRMOW HRWY KR RXDLPYQ D DHP WE W
EXVLQHVYV DQG RSHUDWLRQV ,Q DGGLWLRQ ZH PD\ IDFH FODLPV EDVHG RQ WKH DOOHJHG WKHIW RU XQDXV
XVHU GDWD WKDW ZH REWDLQ LQRRQXGEXFMORLGRRWEXOQ® HFOWLPY FRXOG VHYHUHOHG LORXSMV R X Q FEOXVG QN
UHFDOOV DQG UHWXUQV DQG UHSXWDWLRQDO KDUP )XUWKHUPRUH LQ PDQLLQYWBQBHRV DHUDLIEWM WE&ELEP G
FXVWRPHUV FRXOG DOVR OLPLW GHPDQG IRU RXU SURGXFWV RU GLVUXSWHEXW RXYWR?KOWVEXIVROHY D W\ RE
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$V D UHVXOWRWY3FODLPV ZH FRXOG

" SD\ PRQHWDU\ GDPDJHV SD\PHQWV WR VDWLVI\ LQGHPQLILFDWLRQ REOLJDWLRQV UR\DOWLHV ILQHV
SD\PHQWYV RU GLVFRXQWYV

VWRS PDQXIDFWXULQJI HMIQJIIWRHOHAQ RWIRLPSRUWLQJ SURGXFWV RU WHFKQRORJ\ VXEMHFW WR FODLF
" QHHG WR GHYHORS RWKHU SURGXFWV RU WHFKQRORJ\ QRW VXEMHFW WR FODLPV ZKLFK FRXOG EH WL
' HQWHU LQWR VHWWOHPHQW RU OLFHQVH DJUHHPHQWYV ZKLFK PD\ QRW EH DYDLODEOH RQ FRPPHUFLD

7KHVHUBIJKWY FODLPV FRXOG KDUP RXU FRPSHWLWLYH SRVLWLRQ UHVXOW LQ H[SHQVHVIHFWHE&TOWHPIVX\R XY
FRXOG EH KDUPHG

:H UHO\ RQ DFFHVV WRKWRKWDSDBW\EB DYDLODEOH WR XV RQ FRPRBDQRLFROICFOAUW SDRE8RPW U H WHH GAHW LUQBIW
WHFKQRORJ\ RU LPSOHPHQW LQGXVWU\ VWDQGDUGYV ZKLFK PD\ UHTXLUH OLFHQVHV IURP WKLUG SDUWLHV

,37KHUH LV QR DVVXUDQFH WKDW DQ\ QHFHVVDU\ OLFHQVHYV FW R REWDW QO & QRULF B Q WHY W RODXERKH VRIQL B 8 P
)J)DLOXUH WR REWDLQ WKH ULJKW WR XAH ONKGQIPFRHE DY WH LW B PR QRO RQDEOH WHUPV FRXOG SUHFOXGH XV IU
PDWHULDO DGYHUVH LPSDFW RQ RXU ILQDQ FR DAOKARH@&LHQLVR & XD S URSGMXADNWL QQ ALLHAMVGHO WRIWZDUH WKDW FRQV
PD\ EH UHTXLUHG WR PDNH WKH VRIWZDUH V VRXUFH FRGH SXEOLFO\ DYDLODEOH DQG RU OLFHQVH WKH VR

:H DUH VXEMHFW WR ULVNV DVVRFLDWHG Z ) WRKPOW IWAH DA IE RDHO G JWDHD) X O D WRRW R BDUHW KO BW R U \FIRW WHHRIWY L C
FRPSHWLWLRQ FRPPHRELDPG BPSOR\PHQW FRPS®VDEHWHFDDDEHRBWIKHUWRWWHXHV&RPPLWPHQWY DQG &RQWLQJF
JLODQFLDO 6WDWHPHQWYV ZH DUH HQJDJHG LQ D QXPEHU RI OLWLJDWLRQ DQG UHJXODWRU\ PDWWHUV /LWL
H[FHVVLYH YHUGLFWV RU RWKHU HYHQWY KDYH RFFXUUHG DQG FRXOG RFFXU DJDLQ LQFOXGLQJ PRQHWDU
FHUWDLQ SURGXFWV HQJDJLQJ LQ FHUWDLQ EXVLQHVV SUDFWLFHV RU UHTXQUAQIDRRKBPEOWHRX\EERV HVECQ
DGYHUVH LPSDFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV 5 MJIIPHGPRIYWX
GLVUXSWLYH WR RXU RSHUDWLRQV KDUPIXO WR RXU UHSXWDWLRQ DQG GLVWUDFWLQJ WR PDQDJHPHQW

HPXVW DWWUDFW UHWDLQ DQG PRWLYDWH NH\ WDOHQW

:H EHOLHYH WKDW KLULQJ DQG UHWDLQLQJ TXDOLILHG H[HFXWLYHV VFLHQWLVWYV HQJLQHHUV WHFKCQHLFD!
FRPSHWLWLRQ IRU KLJKO\ VNLOOHG HPSOR\HHV LQ RXU LQGXVWU&RPFSHOWHRAH FRW KV WKKQ G HIP O Q\CD R HDW\Q R
WKH DYDLODELOLW\ RI IOH[LEOH K\EULG RU ZRUN IURP KRPH DUUDQJHPHQWY KDV ERWK LQWHQVLILHG DQG
WKH SRRO RI DYDLODEOH WDOHQW DQG LPSDLU RXU DELOLW\ WR ZHFKXY W XQ@G&GHKMIHNW @ PRXENAD DQMOL® G WKRHI
DQG DQG PD\ EH UHTXLUHG WR PDNH DGGLWLRQDO UHGXFWLRQV LQ WKH IXWXUH 6XFK IDFWRUV DQG Gk
HPSOR\HH PRUDOH FRPSURPLVH RXU DELOLW\ WR GHOLYHU RQ RXU VWUDWHIJ\ DQG ZRUNIRUFH JRDOV LQF(
DELOLW\ WR KHES XOWWUDFW UHWDLQ DQG PRWLYDWH TXDOLILHG HPSOR\HHV ZH XVH VKDUH EDVHG DZDUG
GHFOLQHV LQ RXU VWRFN SULFH RU ORZHU VWRFN SULFH SHUIRUPDQFH UHODWLYH WR RXU FRPSHWLWRUV 1|
LPSDFWHG WKH FRPSHWLWLYHQMRVWKH RKWHERY REXKQVERWPLFRHRVDWLRQ SURJUDPY DQG ZRUNSODFH FXOWXUH D
DQG UHODWHG UHVWUXFWXULQJ UHGXFWLRQ LQ IRUFRXHEW RMWXKHM MWR \UWDWMUDHV DHW Q RQ/ YQ 8 ZRHROWIIDYYCRHD
RXU UHVXOWYVY RI RSHUDWLRQV

&KDQJHV LQ RXU PDQDJHPHQW WHDP HVSHFLDOO\ WK R VAD W KDOW B GH XSSO @ ® H GE DMLEVR RN QIBEDCCHMADRH (R
ORQJ GHYHORSPHQW F\FOH IRU VHPLFRQGXFWRU SURFHVV WHFKQRORJLHY DQG SURGXFWV DQG WKH ODUJH
PDQXIDFWXULQJ RSKDDMW KPGVD :QXPEHU RI FKDQJHV LQ RXU VHQLRU OHDGHUVKLS WHDP LQ UHFHQW \HDUV
QXPHURXV FKDQJHV LQ RWKHU VHQLRU PDQDJHPHQW SRV IRVIWRKGIVH DV E QME BB VEIRZAKRWKHIHHU iR @ DB DDQ QUISW D L
HPSOR\HHV DQG OHDGHUVKLS RXU EXVLQHVV PD\ EH KDUPHG

H  DUH VXEMHFW WR ULVNV DVVRFLDWHG ZLWK RXU VWUDWHILF WUDQVDFWLRQ\

:H URXWLQHO\ HYDOXDWH RSSRUWXQLWLHY DQG HQWHU LQWR DJUHHPHQWY IRU7BRVML\E OB COFATFW I/ R W Y RQ@W
LQFOXGLQJ

' IDLOXUH RI WKH WUDQVDFWLRQ WR DGYDQFH RXU EXVLQHVV VWUDWHJI\ DQG IDLOXUH RI LWV DQWLFLS

GLVUXSWLRQ RI RXU RQJRLQJ RSHUDWLRQV DQG GLYHUVLRQ RI RXU PDQDJHPHQW V DWWHQWLRQ

RXU LQDELOLW\ WR UHWDLQ NH\ SHUVRQQHO RI DFTXLBXGW U @ CLNDRVUH.W\D RVA@H GR B XWH. BIVEY W V QRIUHRXS D R
RU RWKHUZLVH RSHUDWLQJ WKH DFTXLUHG RU PDMRULW)\ RZHUHG VEKXN UG HW D KQREBEXGH BD A® IRWHWD B OAXE
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' RXU IDLOXUH WR UHDOL]JH D VDWLVIDFWRU\ UHWXUQ RQ RXU LQYHVWPHQW SRWHQWLDOO\ UHVXOWLQ.
UHFRUGHG LQ WKH WKLUG TXDUWHU RI SULPDULO\ UHODWHG WR ORELOH\H JRRGZLOO

FRQWUROV SURFHVVHV DQG SURFHGXUHV RI DFTXLUHG RU PDMRULW\ RZQHG EXVLQHVVHV WKDW GR Q
FRPSOH[LW\ DQG LQFRQVLVWHQF\ LQ DSSOLFDWLRQ RI FRQWUROV SURFHVVHVY DQG SURFHGXUHYV DQG
WD[ HUURUV RU OLDELOLWLHV

' RXU IDLOXUH RMR RCHHQWGHUHVWLPDWLRQ RI FRPPLWPHQWYV OLDELOLWLHV DFFRXQWLQJ WD[ DQG R\
EXVLQHVVHV RU QRYHO WUDQVDFWLRQV DQG

WKH SRWHQWLDO IRU RXU WUDQVDFWLRQV WR UHVXOW LQ GLOXWLYH LVVXDQFHV RI RXU HTXLW\ VHFX

$Q\ RI WKHVH ULVNV FRXOG KDVYHFIY ROWRHUL EXVILQHYWYWYV HUHVXOWY RI RSHUDWLRQV ILQDQFLDO FRQGLWLRQ
GLYHVWLWXUH RU SDUWLDO GLYHVWLWXUH RU VHYHBRO BRYRXUBHQWUWWODRMIWHE WQ 0 QRNXOFWHRDWVL R@® WHF
DFFRUGULQXI\ SXUVXH D SDUWLFXODU WUDQVDFWLRQ ZH DW WLPHV QHHG WR IRUJR WKH SURVSHFW RI HQW
FRXOG KHOS XV DFKLHYH RXU ILQDQFLDO RU VWUDWHILF REMHFWLYHV

HD UHXE MVWREWDOHY UHODWHG ULVNYV

S HIDFBILVNV UHODWHG WR VDOHV WKURXJK GLWWHDDOXD FUYQLOFRQW HRUWKLEQ BDBWUHWRGXFWY WKURXJK
UHVHOOHUV DQG FKDQQHO SDUWQHUV FROOHFWLYHO\ UHIHU HHBH®RQIEV RGL PWQ L BXWW UV E XDWR DN OWRDKHI( 8 V.,
SURYLGH WHFKQLFDO VXSSRUW DQG RWKHU YDOXH DGGHG VHUYLFHV $MR WXPWR PEH W HQO R QF ROW RPH B RIS |
SURGXFW DQG D PDWHULDO FKDQJH LQ RXU UHODWLRQVKLS ZLWK RQH RU PRUH RI WKHVH GLVWULEXWRUYV
UHSODFH GLVWULEXWRUV IRU VRPH RI RXU SURGXFWV LV OLPLWHG ,Q DGGLWLRQ RXU GLVWULEXWRUV HI[¢
SURGXFWV LV QRW DOZD\V HDVLO\ WUDQVIHUDEOH WR D QHZ GLVWULEXWRU DV D UHVXOW HQG 8X\QN R KIU
SDUWLHV IRU GLVWULEXWLRQ H[SRVHV XV WR PDQ\ ULVNV LQFOXGLQJ FRPSHWLWLYH SUHVVXUH DQG FRQF!
SURGXFWV WKDW FRPSHWH ZLWK RXU SURGXFWV DQG ZH VRPHWLPHYV QHHG WR SURYLGH ILQDQFLDO DQG R
IDFH ILQDQFXIDONGHN LQFOXGKQFKEBRXNO®RSWDAAP RXU FROOHFWLRQ RI DFFRXQW VDQH FHIRMEWHR QY GR | LY BIY B R
3UDFWSFAH\RU VLPLODU ODZV E\ GLVWULEXWRUV RU RWKHU WKLUG SDUW\ LQWHUPHGLDULHYV FRXOG KDYH D
,Q DGGLWLRQ WR WKH H[WHQW ZH DUH QRW DEOH WR NHHS RXU SURGXFWYV DZD\ IURP WKH 3JUD\ PDUNHW ~
FHUWDLQ JHRJUDSKILHWWDGY RXWHONYHQXH )DLOXUH WR PDQDJH ULVNV UHODWHG WR RXU XVH RI GLVWULE:
ZHDNHQ RXU FRPSHWLWLYH SRVLWLRQ

:H UHFHLYH D VLJQLILFDQW SRUWLRQ RI RXU UHY HQROIOIKWR@XD HOKFIHWHH G DX PR MU FRXIV WRAHRIFVHDFFRXQWHG IR
RI' RXU QHW UHYHQXH LQ DQG R REK W [@HWWI B YWRDXOHOLQXPEHU RI FXVWRPHUV ZLOO FRQWLQXH WR DFF
IRUHVHHDE K HXOWRMWMRI NH\ FXVWRPHUV D VXEVWDQWLDO UHGXFWLRQ LQ VDOHV WR WKHP RU FKDQJHV LC
WKH YRODWLOLW\ RI RXU UHVXOWY DQG KDUP RXU UHVXOWYV RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ

,QGXVWU\ WUHQGV VXFiK, DARWKE RIGWBDBGHVIKQIW RI GDWD FHQWHU ZRUNORDGYV WR WKH SXEOLF FORXG KL
FXVWRPHUV SDUWLFXODUO\ K\SHUVFDOHUV LQ VRPH RI RXU GDWD FHQWHU IRFXVHG EXVLQHVVHV 2XU FRF
ZH DUH RPAWHYH LQ DGGUHVVLQJ WKH SDUWLFXODU QHHGV RI WKHVH FXVWRPHUV LQ WKLV UDSLGO\ HYROYI|

HIDFH ULVNV UHODWHG WR RXU GHEW REOLJDWLRQV

H KDYH LQFXUUHG VLJQLILFDQW GHEW RE® M BWU REXW MX-DW DR A QB UG GRRGLWLRQ LQFOXGLIRIJ RXU
"HFHPEHU ZH KDG ELOOLRQ LQ DJJUHJDWH SULQFLSDO DPRXQW RI VHQLRU XQVHFXUHG QRWHV D¢
SURJUDP RI XS WR ELOOLRQ DQG FUHGLW IDFLOLWLHY WR EDFNVWRS WKHVH SURJUDP%\D 28 RRVQXWMUQXHM|
RXU VWUDWPD\ LQFXU DGGLWLRQDO LQGHEWHGQHVV UHILQDQFH RXU H[LVWLQJ GHEW DQG LVVXH DGGLWLR
PDWXULWLHV7KGG/WHUFRQGXFWRU LQGXVWU\ LV D F\FOLFDO EXVLQHVV DQG RXU UHYHQXH FDVK IORZV DQG
SUHYDLOLQJ PDFURHFRQRPLF DQG JHRSROLW L FIDQDG FRRV® IGHL W/ IUR.@ W V RKXHV E X V. ERKSNAD WYKIBDWEHDWY. R Q U FWRUM W K H
UHODWHG GHEW VHUYLFH REOLIPW IRRQUPRRXRWKBYHVWKBJINI UHGXFLQJ RXU IOH[LELOLW\ WR UHVSRQG WR
ULVN RI D IXWXUH GRZQJUDGH LQ RXU FUHGLW UDWLQJV WKDW FDQ LPSDFW WKH YDOXH RI RXU RXW VWDWQHX
PXOWLSOH FUHGLW UDWLQJ GRZQJUDGHY WKDW DGYHUVHO\ LPSDFWHG RXU ERUURBICQIWERQW® VREKDGEREAYY
DQG ILQDQFLDO UHVXOWYV GR QH W DR HIDAXR) B BOY PSRN W-R UDLVH DGGLWLRQDO ILQDQFLQJ IRU ZRUNLQJ F
UHILQDQFLQJ IXWXUH DFTXLVLWLRQV RU RWKHU JHQHUDO FRUSRUDWH SXUSRVHV ZKLFK ZLOO GHSHQG R(
PDUNHW FRQGLWLRQV DQG RWKHU IDFWRUVZEHRRQ Q RRX E Hf FOEW H RIR KREGQAMHTX BGWIOWLRQDO ILQDQFLQJ RU Ul
FRXOG DGYHUVHO\ LPSDFW RXU DELOLW\ WR ILQDQFH RXU EXVLQHVV VWUDWHJ\ DQG VHUYLFH DQG UHSD\ R
EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG WKH FRVW RI ERUURZLQJ
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/IDZV DQG UHIJXODWLRQV FDQ KDYH D QHJDWLYH LPSDFW RQ RXU EXVLQHVV

:H DUH VXEMHFW WR FRPSOH[ DQG HYROYLQJ O DZW DRRSQU HIXDIDWEHE QM FRZEN &L BW WRIQQML G LDUHDV LQFOXG
RZQHUVKLS DQG LQIULQJHPHQW WD[ LPSRUW DQG H[SRUW UHTXLUHPHQWY DQWL FRUUXSWLRQ IRUHLJQ H
UHTXLUHPHQWYV FRPSHWLWLRQ DGYHUWLVLQJ HPSOR\PHQW DQG ODERU SURGXFW UHJXODWLRQV HQYLUF
UHTXLUHPHQWYV FDQ EH RQHURXV DQG H[SHQVLYH DQG PD\ RWKHUZBED® & PG D BW LROUF \EG M I QHYVWRR-QU D O/G RRR
UHODWHG DQG GDWD SURWHFWLRQHEMDR XU HFX¥RROEWGYEGBWIONIDU SURGXFWYV DQG NHIQYVEH®GSDU WL WX 8 Q
FRXOG LQ WXUQ UHGXFH GHPDQG IRU RXU SURGXFWV XVHG IRU WKRVH ZRUNORDGV 2XU SROLFLHV FRQWUF
FDQQRW SURYLGH DVVXUDQFH WKDW RXU HPSOR\HHV FRQWUDFWRUV VXSESODRWUR QW FIJW& WWHZ0 O D VQIRGG YU
ILQHV FULPLQDO VDQFWLRBNUNIBUQRXW W SORUHRHY SURKLELWLRQV RQ WKH FRQGXFW RI RXU EXVLQHVV D

&DWDVWURSKLF HYHOQWY FDQ KDHHWDRRBRDRMWHURB @ UIDGNVIHHRUQM IHO G ILQDQFLDO UHYVX(

2XU RSHUDWLRQV DQG EXVLQHVV DQG WKRVH RI RXU FXVWRPHUV DQG VXSSOLHUV FDQ EH GLVUXSWHG E\
LVVXHV DQG JOREDO SDQGHPLFV VXFK DV &29,' F\YEHUVHFXULW\ LQFLGHQWY LQWHUUXSWLRQV RI VHUYLF
VI\VWHPV SURYLGHUV PDQXIDFWXULQJ HTXLSPHQW IDLOXUHV JHRSROLWLFDO FRQIOLFW WHUURULVP RU R
PDOXIDFWXULQJ SURFHVVHV DV D UHVXOW RI SRZHU RXWDJHV LPSURSHUO\ IXQFWLRQLQJ HTXLSPHQW DQG
LQFLGHERWWLMII RXU VXSSOLHUV 2XU KHDGTXDUWHUY DQG PDQ\ RI RXU RSHUDWLRQV DQG IDFLOLWLHYV DUH
FOLPDWH FKDQJH FDQ UHVXOW LQ FHUWDLQ QDWXUDO GLVDVWHNX¥KRBNVXGURXJIKRRUH OGHI ¥ HQ WOV RWPXL WKL
GLVUXSW WKH DYDLODELOLW\ RI ZDWHU QHFHVVDU\ IRU WKH RSHUDWLRQ RI RXU IDEULFDWHIRQRQPLODQ® LYYV

HDUMHIHFWHG E\ IOXFWXDWLRQV LQ FXUUHQF\ H[FKDQJH UDWHYV

:H DUH H[SRVHG WR DGYHUVH DV ZHOO DV EHQHILF LD ®ORRKRMIPIKQRRN WQRAXRXIHPBOHWF RBEDIH UQWHV GROODL
H[SHQGLWXUHV PD\ EH SDLGQQ QRFDDVHXIUQY MEH. NDOXH Rl WKH GROODU FDQ LQFUHDVH WKH UHDO FRVW W
ZKHUH ZH VHOO LQ GROODUV DQG D ZHDNHQHG GROODU FDQ LQFUHDVH WKH FRVW RI H[SHQVHV VXFK DV SI
H[SHQGLWHK WDHWR FRQGXFW FHUWDLQ LQYHVWLQJ DQG ILQDQFLQJ DFWLYLWLHWREGLYRMAR REURRIDH WAK/D @ Y0U
WKH DGYHUVH LPSDFW RI FXUUHQF\ H[FKDQJH UDWH PRYHPHQWY WKHUHIRUH FKDQJHV LQ H[FKDQJH UDWH

&KDQUH Q RXIGEWILYH WD[ UDWH PD\ LPSDFW RXU QHW LQFRPH
$ QXPEHU RI IDFWRUV FDQ IHPF/DIEYH RXD[ IXDWXIW HR B IFDVK SD\PHQWYV ZKLFK FRXOG FDXVH VLJQLILFDQW YDULD

FKDQJHV LQ WKH YROXPH DQG PL[ RI SURILWY HDUQHG DQG ORFDWLRQ RI DVVHWY DFURVV MXULVGLFV
' FKDQJHV LQ RXU EXVLQHVV RU OHJDO HQWLW\ RSHUDWLQJ PRGHO
" WKH UHVROXWLRQ RI LVVXHV DULVLQJ IURP WD[ DXGLWV LQFOXGLQJ SD\PHQW RI LQWHUHVW DQG SHC(C
FKDQJHV LQ WKH YDOXDWLRQ RI RXU GHIHUUHG WD[ DVVHWY DQG OLDELOLWLHYVY DQG LQ GHIHUUHG W
DGMXVWPHQWY WR HVWLPDWHG WD[HV XSRQ ILQDOL]DWLRQ RI WD[ UHWXUQYV
LQFUHDVHV LQ H[SHQVHVY QRW GHGXFWLEOH IRU WD[ SXUSRVHV LQFOXGLQJ LPSDLUPHQWYV RI JRRGZL!
' FKDQJHV LQ DYDLODEOH WD[ FUHGLWV LQFOXGLQJ QRQ 8 6 WD[ FUHGLWYV 5 ' FUHGLWYV DQG UHIXQGD
' H[SLUDWLRQV RU FKDQJHV LQ RXU DELOLW\ WR VHFXUH QHZ WD[ KROLGD\V DQG LQFHQWLYHV

FKDQJHV LQ 8 6 IHGHUDO VWDWH RU IRUHLJQ WD[ ODZV RU WKHLU LQWHUSUHWDWAZRQR IL® K& X23 BQ % V8
LQLWLDWLYH

FKDQJHV LQ 8 PQ'G¥BRQ 8 6 ,)56 DQG

' RXU GHFLVLRQ WR UHSDWULDWH QRQ 8 6 HDUQLQJV IRU ZKLFK ZH KDYH QRW SUHYLRXVO\ SURYLGHG |
UHSDWULDWLRQ
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H DUH VXEMHFW WR ULVNV DVVRFLDWHG ZLWK HQYLURQPHQWDO KHDOWK VDIF

7KH GHVLJQ PDQXIDFWXULQJ DVVHPEO\ DQG WHVW RI RXU SURGXFWV UHTXLUH WKH XVH DQG SXUFKDVH RI
DQG VDIHW\ ODZV DQG UHJXODWLRQV 2XU RSHUDWLRQV DQG WKRVH RI RXU VXSSOLHUV DUH IXUWKHU JRYH
VWRUDJH UHF\FOLQJ RU GLVSRVDO RI KD]JDUGRXV PDWHULDOV SURKLELWLQJ WKH XVH RI IRUFHG ODERU H
ODZV RU UHJXODWLRQV JRYHUQLQJ WKH RSHUDWLRQ RI RXU IDFLOLWLHV VIKIHVFRS H5 D\QVB ULLEW WU B Q HRV CRAXIL
UHJXODWLRQV LQFOXGLQJ WKH PDWHULDOV WKH\ JRYH 8 QR DG XFRPS D 8 5 D8R FROWHAQ K@ B/GRDIFUROYGHHU RX L
RQHURXV RU LQFUHDVLQJO\ H[SHQVLYH WR PDLQWDLQ DQG FDQQRW JXDUDQWHH FRRECLADHFGPE\QMP 80O RY HSD
ODZV RU UHJXODWLRQV DV ZHOO DV WKH IDLOXUH RU LQDELOLW\ RI XV RU RXU VXSSOLHUV WR FRPSO\ ZLW
DQG OHJDO OLDELOLWLHV LQFUHDVHG FRVWYV DGGLWLRQDO UHPHGLDWLRQ REOLJDWLRQV VXVSHQVLRQ RI
WHVW SURFHVVHV LQFOXGLQJ GRHGVRUDQWMQDEQ MLGHTWBRWHQGX EMWLWXWH PDWHULDOV HTXLSPHQW RU SUF
RSHUDWLRQV RU VDOHV

JRU H[DPSOH HQYLURQPHQWDO UHJXODWLRQV LQFOXGLQJ ZLWK UHVSHFW WR WKH PDWHULDOV DQG SURFF
LPSHGH RXU DELOLW\ WR PDQXIDFWXUH SURGXFWV RU H[SDQG RU PRGLI\ RXU PDQXIDFWXULQJ FDSDELOLW\
DGGLWLRQDO SROOXWLRQ DEDWHPHQW RU UHPHGLDWLRQ HTXLSPHQW PRGLI\ SURGXFW GHVLJQV FHDVH W
RU LQFXU RWKHU H[SHQVHV RU OLDELOLWLHV 6HPLFRQGXFWRU PDQXIDFWXULQJ XVHV SHUIOXRURFDUERQV
HPLVVLRQV 1HZ RU LQFUHDVHG UHJXODWLRQV OLPLWLQJ WKH XVH RI VXFK FRPSRXQGV RU RWKHU JUHHQK
SXUFKDVH FIVHEBRQDRIG RWHDBWHDVLEOH RXU SURGXFWLRQ SURFHVVHVY DQG VRXUFHV 1HZ RU PRUH VWULQ.
FRVWY DVVRFLDWHG ZLWK PHHWLQJ DLU SROOXWLRQ UHTXLUHPHQWY DQG RXU HQHUJ\ FRVWV I|IRU H[DPSOF
UHVSRQVH WR KXPDQ KHDOWK FRQFHUQV PD\ DOVR OLPLW RU SURKLELW WKH XVH RI D& O XKV K P KH PIRXIG
FRPSRQHQWYV SURFHVV FKHPLFDOV DQG RWKHU PDWHULDOV XVHG LQ VHPLFRQGXFWRU PDQXIDFWXULQJ 6X
VHPLFRQGXFWRU SURGXFWVY DQG WKHUH DUH OLPLWHG WHRKRHRDG O Q G CRX B RACPQHU B IEFNKH\L B-BIDRAL/ED R DV W DX L
UHJXODWLRQ FRXOG EH PDJQLILHG O0DQ\ QHZ PDWHULDOV WKDW ZH DUH HYDOXDWLQJ IRU XVH KBVRXUHR/S\HL
FRXOG KDUP RXU EXVLQHVV DQG UHVXOWYV RI RSHUDWLRQV E\ LQFUHDVLQJ RXU H[SHQVHV RU UHTXLULQJ X\
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2WKHU .H\  QIRUPDWLRQ

,QRUP DIRQS$S ERXV2 XU( [ HPXYH 2 IIEEHY

1DPH

& X U U HIOMO A $JH ([SHULHQFH

/LS %XQ /LS %XQ KDV EHHQ RXU &KUHFHHFXQEMH RUFK DQG VH UV YHRDRIG RK HL B RIFBIRQ

&KLHI ([HEXWLYH 21ILFHU SUHYLRXVO\ VHUYHG DVI&RHHIR [ HMGHYFH2HVLIQ 6\WWHPV D FRPSKWRPW LR QR
"HFHPEHU DQG DV ([HFXWLYH %RDUG &KDLU DW &DGHQFHDIQ R B VHFUHHPELRX V ¢
Rl ,QWHO IURP 6HSWISREKUW XQEWLY WKH FKDLAPDQ RIWHUQDWLRQDO DQ LQ\
ILUP KH IRXQGHG LQ DQG WKH IRXQGLQJ PDQDJLQJ SDUW @HUG R Q VEDRMER X

+H LV RQ WKH ERDUG RI GLUHFWRUV RI 6FKQHLGHU (OHFWULF 6( D GOUDQ K& @G
%DFKHORU RI 6FLHQFH LQ 3RMFKRWR ORIRADQ \OPIYHUVLW\ LQ 6LQJDSRUH D 0DV
IURP WKH ODVVDFKXVHAWWQRQRWLIWXG/BD BDVWGERLRLYWKYD@HRY IURP WKH 8QLYF

1DJDVXEUDPDQL\DQ
&KDQGUDVHNDUDQ

([HFXWILFH SUHVLGHQW DQG

1DJD &KDQGUDVHNDUDQ KDV EFH@BRNVLGHRRWQERERI\ DQG 2 SIHRHY GRGWVBAUDO C
,QWHO )RXQGU\ VLQFH 6H&WB@EHKHDVHNDUWDQ RYHUVHHY WHFKQRORJ\ GHYHORSF
HQJDJHPHQW DQG HFRV\VWHP RSHUDWLRQV IRU VLOLFRQ SDFNDJLQJ DQG WH

&KLHHFKQRORJ\ DQG 2SHUDWIHHF&ERRORJI\ DQG 2 SIHRHIWDR Q Q@ ( [HIF M V8 UYHV 19G H\Q YR RQTBAWKRE® PRI\ DQG 0DQXIDFWXL
2IILFHHQHUDO 0DQDJHU RI ,OMRHOLQI$)QWM® LQ DV WKH (FHFXWHWIHGH QW RI )RXQGU\ ODQXIDFWXULQJ 6XSS

YRXQG U\

ZRUNHG DWHAKQRQRRA D VHPLFRQGXFWRU PDQIRIDFWXWDILQI FRRBS 2EVXRE KWW
ZKHUH KH KHOG VHYHUDO VHQLRU OHDGHUVKLS 8RN L3W HR/QE ARRVR® RUN FH QMR SO
HDUQHG D WDFEKHQRBIULQJ 'HIJUHH LQ OHFKDQLFDO (QJLQHHULQJ IURP WKH 8QL
DQG D 'RFWRUDWH LQ OHFKDQLFDO (QJLQHHULQJ IU R/P RN, QDK RPDWLYRMWHQ &Q LD
8QLYHUVLW\ RI &DOLIRUQLD %HUNHOH\ D QG GPIYX. HWWHIMXWLLRG ®B YWHHNV R U B W\
/RMQJHOHV DQG WKH 1DWLRQDO 8QEXKBQGUMVRINGILPIP®ERUHPBEBEHU RI WKH %R
*OREDO ,QF

$SULO OLOOHU %RLVH

([HEXWIL¥H BUHVLGHQW DQG
&KLHI /HIJDO 2I1ILFHU

OV OLOOHU %RLVH KDV EHHE BEHVIBHQWLD R @ BHURL/GIBB G X2\ DQG &RUSRU
$XIXVW OV OLOOHU %RLVH OCCHD&V SR@W ARMUDGHD WRGDOHJIDO IXQFWLRQV L\
([HFXWHYH® DQG LV D NH\ VWUDWHILF SDUWQHU WR ,QWHO V %RDUG RI '"LUHFW
9LFH 3UHVLGHQW DQG RKUHIWHIDMRZ &RUS DQ LQWHOOLJHQWRBRDX PWD\QD JHF

%HIRUH MRLQLQJ (DWRQ LQ LFH BKH ZIDG/HQWQ LERKEIHAQ G1 RO SRUDWH 6HFUHW
PDQXIDFWXUHU RI SRZHUWUDLQ VROXWLRQV IRU FRPPHUFLDO YHKLFOHV ODWEF
\HDUV RI H[SHULHQFH DQG KDV VHUYHG LQ H[HFXWLYH OHDGHUVKLS UROHV DW
DHURVSDFH SRZHU PDQDJHPHQW DXWRPRWLYH FOLPDWH FRQWURO ILQDQFLEL
'LUHFWRUIVQMFKQRORJLHV SOF 0OV OLOOHU %RLVH KROGV D -XULV 'RFWRU IURI
%DFKHORU RISBRVQOQWWUYDWLRQ IURP WKH 8QLYHUVLW\ RI OLFKLJDQ

‘DYLG =LQVQHU
([HFXWIL¥H BUHVLGHQW DQG
&KLHI )LQDQFLDO 2IILFHU

'DYLG =LQVQHU KDV EHHRFRXIW HWEXMQWHD® G &IKFHU ) EHD QHALIDRH 2D Q XD U\ 0yQ
=LQVQHU ONDIOREDOHQPDQFH RUIJDQL]DWLRQ RYHUVHHLQJ ILQD QIFGW B BBRXOQM
LQYHVWRU UHODWLRQV +LV UHVSRQVLELOL\RUNS ®DNVR 6HUFRFESIVVY Q53 B & U § RADL
=LQVQHU ZDV SUHYLRXVO\ H[HFXWLYH YLAHFEQROKSHQIKEQB & M2 \VIHW Vi 6 UR® W k
OHDGHUVKLS WHDP DQG GLUHFWHG WKH JOREDO ILQDQFH RUJDQL]DWLRQ IURP
H[SHULHQFH LQ VHPLFRQGXFWRUV PDQXIDFWXUEQQVREG WKW KHOFK YR R U\DIOQY
+LV SULRU SRVLWLRQV LQFOXGH SUHNH BIRQ W HIZQ GHMKARU NRS HVUHQN. RQJ YRIFH SUHV
$QDORJ 'HYLFHV DQG VHQLRU YLFH SUHVLGHQW DQG &)2 DW ,QWH U V¥LQ \ERHIS /L
WKH ERDIOEHBWVRQV &RPSDQLHV ,QF O0RBMHIB &BRERO D WYWE R Q@ BANHG RQV K
&UHGR 6HPLFRQGXFWRU IRU RYHU ILYHWHDUW L DQF B XGQHBURME H IF RROGY\P 0DV YV
$GPLQLVWUDWLRQS$IFGRXQWQOBQBERBELOW BYLYHQY DM D %DFKHORU RI 6 FLHQFH
IURP &DUQHJLH OHOORQ 8QLYHUVLW\
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0 DUNHWRU2 XU&RP P RQ6 \R-N
7KH SULQFLSDO 8 6 PDUNHW RQ ZKLFK RXU FRPPRQ VWRFN V\PERO ,17& LV WUDGHG LV WKH 1DVGDT *OREI

$V RI -DQXDU\ WKHUH ZHUH DSSUR[LPDWHO\ UHJLVWH 8 HNXEKROBEW VDR O HHFURHWDAV R U RIMUP E R B PRRIQK ¥
VWUHHW QDPH RU EHQHILFLDO KROGHUV ZKRVH VKDUHV RI UHFRUG DUH KHOG E\ EDQNV EURNHUV DQG R)

6 WHFN 3 HURWP DQFH* UDSK

7KH JUDSK DQG WDEOH WKDW IROGRZ RRRED AR WKRIQFXWRENWILWK WKH FXPXODWGHH WM D6QBE H W XK RBI73V K
,QGH[ DQG WKH aRU Q&H[ILYH \HDUV HQGHG7/KHFAREKODWLYH UHWXUQV VKRZQ RQ WKH JUDSK DUH EDVHG R(

&RP SDUVRQR! ) LYH <HDU&XP XOMYH 5 HMD IRU
OMO6 3 Q{63 ,Q 63 ,7,Q3{D62; ,QCH

<HDUV (QGHG "HF "HF "HF "HF "HF "HF
,QWHO &RUSRUDWLRQ

6 3 LQGH]

6 3 LQGH]

6 3 L 7,QGH]

62; ,QGH]J

7KH JUDSK DQGWEGI DWXP HWDW  Z DV IQVHANG RQWWH OVWED, R WDAQJ IRUKH IIVFDA HDUHQGHG! HRHP EHU IQRXUFRPPROQWRFN WH6 3 ,Qa{ 6 3 .Qa{ 6 3 7
Q& DQG3+/; 6HP IFRQGPRUSHARU,QGH 62;  DOGWDWIOIEYIGHQGY Z HMH UHOYHMG

, WXHU3 XUFKDVHV R (| TXIW 6 HREXUMHV

:H KDYH DQ RQJRLQJ DXWKRUL]JDWLRQ RULJLQDOO\ DSSURYHG E\ RXU %RDUG RI 'LUHFWRUV LQ DQG VXE
VWRFN LQ RSHQ PDUNHW RU QHJRWLDWHG WUDQVDFWLRQV 2XU ODVW VKDUH UHSXUFKDVH XQGHU WKLV DX
HQGLQJ 'HFHPEHWYV RI '"HFHPEHU ZH ZHUH DXWKRUL]JHG WROOHE&RQU RADAKH XIS WRELOOLRQ UHPDLQHG D

:HLVVXH 568V DV SDUW RI RXU HTXLW\ LQFHQWLYH SODQV ,Q RXU &RQVROLGDWHG )LQDQFLDO 6WDWHPHQ"
HPSOR\HHV LQ FRQQHFWLRQ ZLWK WKH YHVWLQJ RI 568V DV FRPPRQ VWRFN UHSXUFKDVHV EHFDXVH WK&¢HW
ZLWKKHOG VKDUHV RI FRPPRQ VWRFN DUH QRW FRQVLGHUHG FRPPRQ VWRFN UHSXUFKDVHV XQGHU RXU DXW

2WHU. H ,QRP DIRQ




5XB E 7UWDAQI $UDQHP HON

2XU GLUHFWIRBMWWDWQ @ RIGHILQHG LQ 5XOH 5 F W QBBI\UI WRKRH W[IFKHD @FRH WLPH HQWHU LQWR SODQV RU RWKHU DI
WKDW DUH LQWHQ G HIGUWRWDWLE HI MEKWHHDARQGLWLRQV RI 5XOH E + F RU PD\ UHSUHVHQW D QRMFWXOHJL@J
TXDUWHU HQGHG '"HFHPEHU QR VXFK DMRGW /G DRIIUDDQWFOBHEQ WY EHBRGLILFDWLRQ

&\ EHYHRXUW

:HIDFH VLIJQLILFDQW DQG SHUVLVWHQW F\EHUVHFXULW\ ULVNV DV D GHYHORSHU RI OHDGLQ.: H DUH FRPRD
PDLQWDLQLQJ UREXVW JRYHUQDQFH DQG RYHUVLJKW RI F\AEHUVHFXULW\ ULVNV DQG WR LPSOHPHQWLQJ PHF
DQG PDQDJH WIGHWH LUWNWYDFWRUV IRU PRUH LQIRUPDWLRQ RQ RXU F\EHUMHBXUEZW\KDLWHNE RO GDF URIGK KW &
H[SHULHQFHG D F\EHUVHFXULW\ WKUHDW RU LQFLGHQW WKDW UHVXOWHG LQ D PDWHULDO DGYHUVH LPSDF\
VXFK DQ LQFLGHQWH. @ DNKIHVIIKMXDK® LQFUHDVH LQ F\EHUDWWDFN YROXPH IUHTXHQF\ DQG VRSKLVWLFDWLR
GHVLIJQHG WR SURWHFW RXU QHWZRUN DQG LQIRUPDWLRQ V\VWHPV DQG ZH KDYH BRODLFHHVW G URNSRQEBHW |
F\EHUVHFXULWM WKHNDMR/ GHWHFW DQG LQYHVWLJDWH XQDXWKRUL]J]HG DWWHPSWV DQG DWWDFNV DJDLQVW
UHFXUUHQFH ZKHUH SUDFWLFDEOH WKURXJK FKDQJHV RU XSGDWHV WR RXU LQWHUQDO SURFHVYHWB@UBLWR
SRWHQWLDOO\ YXOQHUDEOH WR NQRZQ RU XQNQRZQ WKUHDWV ,Q VRPH LQVWDQFHV ZH RXU VXSSOLHUV
RU LQFLGHQW RU LWMPJVQ L) WNWHBMOIGY HIQFUHDVLQJ UHJXODWLRQ UHJDUGLQJ UHVSRQVHV WR F\EHUVHFXU
VXEMHFW XV WR DGGLWLRQDO OLDELOLW\ DQG UHSXWDWLRQDO KDUP

:H DLP WR LQFRUSRUDWH LQGXVWU\ EHVW SUDFWLEKY RAEUY R X HERXUW WRXSUR\EHUP HEK O X\GH % WRILWWHQ SROL
LQIRUPDWLR G WREXBWWEHDMKL SWRWHFWLRQ DQG SULYDF\ LV GHVLJQHG WR EH DOLJQHG ZLWK DSSOLFDEOH
SDUW\ DXBXWRWEHUVHFEXULW\ VWUDWHJ\ | RIFRWH V HRUIQFQAL® &Y HPRIAMURO W IWHFKQRORJLHV DQG R IV BIUH SURE HD\C
PDWHULDO F\EHUVHFXULW\ WKOKIBDWY LQE®NXG H QP RQBLREWRMY WKLQJV DQQXDO DQG RQJRLQJ VHFXULW\ DZI
PRQLWRU XQXVXDO QHWZRUN DFWLYLW\ DQG FR QHWDR\YPHIOM B Q GDLUGIFZIGWIQ WQUGHKWSRDVHI RRWO VRU EHQFK PID
PRQLWRU LVVXHV WKDW DUH LQWHUQDOO\ GLVFRYHUHG RU H[WHUQDOO\ UHSRUWHG DQG K D:YH BSQRE HK\DWHHV C
LQ SODFH WR PDQDJH F\EHUVHFXULW\ ULVNV DVVRF HDMPS®R ZH WK FKULUG §BIT WL UVHRIVQWN SSRQOLBXW WHSWOY
VHFXULW\ PDQDJHPHQW SURJUDP DELGLQJ E\ LQIRUPDWLRQ KDQGOLQJ DQG DVVHW PDQDJHPHQW UHTXLUHF

2XU %RDUG RI 'LUHFWRUV KDV XOWLPDWH RYHUVLJKW RI F\AEHUVHFXULW\ ULVN ZKIKKWWSBBQODRAWYKWDOLV
GHFLVLRQV ZLWK UHVSHFW WR FRPSDQ\ SULRULWLHV UKNRXRFUBGDRIOREHWWRQY D& IGIVR Y HUAGVHIK BA SYRRER X WX
UHYLHZV RXU F\EHUVHFXULW\ SURJUDP ZLWK PDQDJHPHQWHDY 8 FXXHI R VW\H X\CRH BVK B LB @ R R PLRLWAWHRHRU R UV
JHQHUDOO\ RFFXU DW ORNVMRWH UK DXHIWVDOODY GHWHUPLQHG @RPEHWRFHYWB 0O\ RUU BBWRWIVEIOHYH H[SHUL
F\EHUVHFXULW\ ULVN

2XU F\EHUVHFXULW\ SUR&UERZP ZKRUXRBSRURKVRWEB &2 &V2LQIRUPHG DERXW DQG PRQLWRUV SUHYHQWLRWW\GH'
WKURXJK UHJXODU FRPPXQLFDWLRQ DQG UHSRUWLQJ IURP SURIHVVLRQDOV LQ WKH LQIRUPDWLRQ VHFXULW
6\VWHPV 6HFXULW\ B3URIHVVLRQDO RU &HUWLILHG ,QIRUPDWLRQ 6HFXULW\ 0DQDJHU2DQG WKURXJK W2XH X\, B
KDV H[WHQVLYH H[SHULHQFH DVVHVVLQJ DQG PDQDJLQJ F\EHUVHFXULW\ SURJUDPV DQG F\EHUVHFXULW\ UL\
&KLHI 6HFXURMU PW OF$IHH DQG WKHI&RHHI DQIR & PER2WMRRIQW2HKH 8 6 +RXYMUR& 56-2SWHWVHDADW IUH-SBWR X @/MWVG L JULHOFC
&RPPLWWHH RU WKH %RDUG RI 'LUHFWRUV RI®@ RWY PR FBWHYAQWM WGE W R WD AP DVQIGD BVS H WDL(R® U AP KK®LYTHWIHQL NV
SODFH WR LQIRUP VHQLRU PDQDJHPHQW DQG WKH %RDUG RI 'LUHFWRUV RI PDWHULDO LVVXHV

" MFRVXUH 3XWXDQAMR 6 HAIRQ U R \WWH 6 HREXUMAV ( [ FKDQIH$ PARI

BHFWLRQ U RI WHRW([AKDQUHY DQ LVVXHU WR GLVFORVH FHUWDLQ LQIRIULPDWRIEY NQRMQSBUHRGDBHGHBGE
WUDQVDFWLRQV RU GHDOLQJV ZLWK LQGLYLGXDOV RU HQWLWLHY VXEMHFW WR VSHFLILF 86 HFRQRPLF VDQ
FRQGXFWHG LQ FRPSOLDQFH @LOMDK PISSOLFDBXKH BD&Z 6HFUHWDU\ RI BWDWH GHVLJQDWHG WKH JHGHUDO 6HF
VXEMHFW WR RQH MXPKIKDQWMDRIQDY VXVSHQGHG VDOHV LQ 5XVVLD WKHUH PD\ EH D QHHG WR ILOH GRFXPI
RILFIVO VXFK GHDOLQJV DUH H[SOLFLWO\ DXWKRULJHG E\ *HQHU D GU/MB ¥ RWMH ¥ 198 RLIV MSUHH BV WEKRHS 8/ 6 FO® SDW KV
QR JURVV UHYHQXHV RU QHW SURILWV GLUHFWO\ DVVRFLDWHG ZLWK DQ\ VXFK GHDOLQJV E\ XV ZLWK WKH )

2WHU. H ,QRP DIRQ




2Q$sULO WKH 8 6 'HSTUHDFNXQWGHVW KGN Q8 BRPY MWERVLIWEKRRORILHY  DVEXXWILDQ |IZUP DV D SDUW\ '
VDQFWLRQV VSHFLILHG LQ 6HFWLRQ U 3ULRU WR WKHHEHKQRIGRIW HR QU HZHHE X P @ YVQ MADWWAHDE K VDK G RAR RAULGYL
VHEXULW\ YXOQHUDELOLWLHYV LGHQWLILHG E\ W&HZH WM V% PN 8 G/ RBKDF BBFH Q. BRIW MXRI\GUR\VY) UHYHQXHV RU ¢
DVVRFLDWHG ZLWK DQ\HVXGER@®WRLFROYWHQYXH WKHVH FRPPXQLFDWLRQV LQ DFFR$&DOQFH Q@VWK WKH WHUPV L

2WHU. H ,QRP DIRQ




) LQDQFIDGB \BWP HQW DQG 6 XSSGP HQBO HEI®
:H KDYH GHILQHG FHUWDLQ WHUPV DQG DEEUHYLDWLRVPXV HGEG WKLORWKLFXWHRWUR®UP
,QGH[ WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

LQ

CHA

3DJH

5HSRUWYVY Rl ,QGHSHQGHQWFERXIQMLHUH)E BXEOLF&$2% '
&RQVROLGDWHG 6WDWHPHQWYV RI 2SHUDWLRQV

&RQVROLGDWHG 6WDWHPHQWYV RI &RPSUHKHQVLYH ,QFRPH /RVV
&RQVROLGDWHG %DODQFH 6KHHWYV

&RQVROLGDWHG 6WDWHPHQWV RI &DVK JORZV

&RQVROLGDWHG 6WDWHPHQWY RI BWRFNKROGHUV (TXLW\
1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

%DVLV

1RWH  %DVLV Rl 3UHVHQWDWLRQ

IRWHSFFRXQWLQJ 3ROLFLHV

3HUIRUPDQFH DQG 2SHUDWLRQV

1RWH 2SHUDWLQJ 6HJPHQWYV

1RWH 1RQ &RQWUROOLQJ ,QWHUHVWYV

1RWH (DUQLQJV /RVV 3HU 6KDUH DQG 6WRFNKROGHUV (TXLW\
1RWH 2WKHU )LQDQFLDO 6WDWHPHQW 'HWDLOV

1RWH B5HVWUXFWXULQJ DQG 2WKHU &KDUJHV

1RWH , Q7TBRHPW

JQYHVWPHQWWBM@EHWAY DQG 'HEW

1RWH ,QYHVWPHQWYV

1IRWHS$FTXLVLWLRQV DQG 'LYHVWLWXUHV

1RWH *RRGZLOO

1RWH L GHQWLIL$W& HQWDQJILEOH

1RWH %RUURZLQJV

1RWH YDA XIH9

5LVN ODQDJHPHQW DQG 2WKHU

1IRWH$FFXPXODWHG 2WKHU &RPSUHKHQVLYH ,QFRPH /RVV

1RWH "HULYDWLYH )LQDQFLDO ,QVWUXPHQWYV

1RWH S5HWLUHPHQW %HQHILW 30DQV

1RWH (PSOR\HH (TXLW\ ,QFHQWLYH 30DQV

1RWH &RPPLWPHQWY DQG &RQWLQJHQFLHV
H\THUPV

,QGH[ WR 6XSSOHPHQWDO 'HWDLOV

&RQWUROV DQG 3URFHGXUHYV
([KLELWV
JRUP . &URVV S5HIHUHQFH ,QGH]




SHSRUW RI QGHSHQGHQWFRARXYWHQHGEGLBREOLF

R WKH 6WRFNKROGHUVY DQG WKH %RDUG RI 'LUHFWRUV RI ,QWHO &RUSRUDWLRQ

2 SIARQRQWH ) LQDQRD \DWP HQW

:H KDYH DXGLWHG WKH DFFRPSDQ\LQJ FRQVROLGDWHG EDODQFH VKHHWYV RI ,QWHO &RUSRUDWLRQ WKH &R
VWDWHPHQWY RI RSHUDWLRQV FRPSUHKHQVLYH LQFRPH ORVV FDVK IORZVY DQG VWRFNKROGHUV HTXLW\
QRWHY FROOHFWLYHO\ UHIHUUHG WR DV WKH FRQVROLGDWHG ILQDQFLDO VWDWHPH@WNO O ,RDRYU R3O QLHR\
SRVLWLRQ RI WKH &RPSDQ\ DW '"HFHPEHU DQG '"HFHPEHU DQG WKH UHVXOWV RI LWV RSHUDWLR
'"HFHPEHU LQ FRQIRUPLW\ ZLWK 8 6 JHQHUDOO\ DFFHSWHG DFFRXQWLQJ SULQFLSOHYV

:H DOVR KDYH DXGLWHG LQ DFFRUGDQFH ZLWK $WKR YQWDIQGED2ZNGW R LIKKH BREOGF &RIPBBQ\6WDWHYV  3&$2%
ILQDQFLDO UHSRUWLQJ DV RI "HFHPEHU EDVHG RQ FULWHULD HVWDEOLVKHG LQ ,QWHUQDO &RQWURO
WKMHHDGZD\ &RPPLVVLRQ IUDPHZRUN DQG RXU UHSRUW GDWHG -DQXDU\ H[SUHVVHG DQ XQTXDOLI

YOV IRU2 SIQRQ

7KHVH ILQDQFLDO VWDWHPHQWY DUH WKH UHVSRQVLELOLW\ RI WKH &RPSDQ\ V PDQDJHPHQW 2XU UHVSRQV
DXGLWVDUH D SXEOLF DFFRXQWLQJ ILUP UHJLVWHUHG ZLWK WKH 3&%$2% DQG DUH UHTXLUHG WR EH LQGHSH!
VHEXULWLHY ODZV DQG WKH DSSOLFDEOH UXOHVY DQG UHJXODWLRQV RI WKH 6HFXULWLHY DQG ([FKDQJH &R

:H FRQGXFWHG RXU DXGLWV LQ DFFRUGDQFH7EKRWHK W\WB Q/G\DUGHDUBVXRU W KK BB ZW SODQ DQG SHUIRUP WK
ZKHWKHU WKH ILQDQFLDO VWDWHPHQWY DUH IUHH RI PDWHULDO PLVVWDWHPHQW ZKHWKHU GXH WR HUURU
PLVVWDWHPHQW RI WKH ILQDQFLDO VWDWHPHQWY ZKHWKHU GXH WR HUURU RU IUDXG DQG SHUIRUPLQJ SL
EDVLV HYLGHQFH UHJDUGLQJ WKH DPRXQWY DQG GLVFORVXUHV LQ WKH ILQDQFLDO VWDWHPHQWYV 2XU DX(
PDGH E\ PDQDJHPHQW DV ZHOO DV HYDOXDWLQJ WKH RYHUBOCEHGSUHYH QWKDWL RRURD X\GAHVM.- GDRFLGE DWIHDN

& UMFDCE XAV DWHLY/

7KH FULWLFDO DXGLW PDWWHUV FRPPXQLFDWHG EHORZ DUH PDWWHUYV DULVLQJ IURP WKH FXUUHQW SHULR
FRPPXQLFDWHG WR WKH DXGLW FRPPLWWHH DQG WKDW UHODWH WR DFFRXQWYV RU GLVFORVXUHV WKDW
VXEMHFWLYH RU FRPBIOHHFRIXKBXQ@ HRDWWLRQ RI FULWLFDO DXGLW PDWWHUV GRHV QRW DOWHU LQ DQ\ ZzD\ RXU
DQG ZH DUH QRW E\ FRPPXQLFDWLQJ WKSURYLWILRDOVBXBUWWHD WBHUWREM RRZ WKH FULWLFDO DXGLW PDWW|

$XAWRWV 5 HSRW




" HVFUSWRQ R WH 0 DU

+RZ : H$ CAHWHG
\KH 0 DIWHULQ 2 XUS XAW

" HVFUSWRQ R WH 0 DU

+RZ : H$CAHWHG
\KH O DIWHULQ 2 XUS XAW

V(UQVWRXQJ //3

,QMHQRY 9 DODURY

7KH &RPSDQ\ V QHW LQY HQELROW LK K WINVORIGHFHPEHU UHSUHVH/QM[IS®D L Q HRSl MR LI
$FFRXQWLQJ 3ROLFLHV ZLWKLQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY WKH &
DSSOLHV MXGJPHQW LQ GHWHUPLQLQJ VDOHDELOLW\7RH SLFRFEORN \D D QIEVWIKY YO OKXQWR |
GDWH LQ RUGHU WR DVVHUW WKDW LW LV UHFRUGHG DW QHW UHDOL]JDEOH YDOXH JLY
DFKLHYHG WKH VXEVWDQWLYH HQJLQHHULQJ PLOHVWRQHV WR TXDOLI\ IRU VDOH WR F>
PDQXIDFWXULQJ SURFHVV WR GHWHUPLQH ZKLFK PDQXIDFWXULQJ RYHUKHDG FRVWV FD
YDOXHG DW WKH ORZHU RI FRVW RU QHW UHDOL]DEOH YDOXH DQG WKH HVWLPDWLRQ F

$XGLWLQJ PDQDJHPHQW V DVVHVVPHQW RI QHW UHDOL]DEOH YDOXH IRU LQYHQWRU\ ZC
LQYHQWRU\ UHVHUYHV LV MXGJPHQWDO DQG FRVWGEIKUN\ P QXREWUDRIGI BIFR Q B ¥ LW KHRQ ¢
IRUHFDVWY DQG LQGXVWUSGZEBWORRQ FEGBBIHRPDG QHZ SURGXFW ODXQFKHV WKHUH LV OL
IRUHFDVWYV

:H HYDOXDWHG WKH GHVLJQ DHFGVWHH/QHVGE/ RS HWKDHVE&RP STIQ\ V LQWHUQDO FRMMXHURIDW HRU
Rl ZKHWKHU LQYHQWRU\ LY ®EG VWOHDOBWH ORD@LWLRQ RI GHPDQG IRUHFDVWY DQG UHOI

2XU DXGLW SURFHGXUHV LQFOXGHG DPRQJ RWKHUV WHVWLQJ WKH VLJQLILFDQW DVV)
GDWD XVHG LQ PDQDJHPHQW V LQYHOQWRARPSDUXBWRE DVVMHMVYPBQW DVVXPSWLRQV XV
LQGXVWU\ DQG HFRMRPY¥HVVYHQGGAKHWKHU WKHUH ZHUH DQ\ SRWHQWLDO VRXUFHV RI F
DFFXUDF\ RU KLVWRU\ RI VLJQLILFDQW UHYLVLRQV WR SUHYLRXVO\ UHFRUGHG LQYHQW
VLIJQLILFDQW DVVXPSWLRQV WR HYDOXDWH WKH FKDQJHV LQ LQYHQWRU\ YDOXDWLRQ \

* RRGZ L@P SDILP HQV$ \WHWP HQW 0 REIGA H5 HSRWZJ 8 QW

$W 'HFHPEHU WKH EDODQVHRRGVZK® @ RPYDTKXAH BRRGZRQO DWWULEXWHG WR WKH

ELOOLRQ DQG UHSUHVHQWS$N\G GLVRXWR\G E®EROWWNJ 3ROLFLHV® ZLWKLQ WKH FRQ\
JRRGZLOO LV DVVHVVHG DW WKH UHSRUWLQJ XQLRW CPHRYHHOI U g TV K I WFOX UW K T X IDFUDAMHRIU R
7KH DVVHVVPHQW PD\ LQFOXGH ERWK TXDOLWDWLYH DQG TXDQWLWDWLYH HYDOXDWLR
PRUH OLNHO\ WKDQ QRW WKDW WKH IDLU YDOXH RI WKH XQLW LV OHVV WKDQ LW¥VFDUL
GLVFEXVVHG LQ*RIRGZHOO" WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY WKH &RP
PRQWKYV HQGHG '"HFHPEHU ZKLFK UHTXLUH$®V I B UMR/EKO W XPDIQWH MVD DALYYHHVY @ BEQW L@
UHODWHG WR WKH ORELOH\H UHSRUWLQJ XQLW ZHUH UHFRUGHG

$XGLWLQJ WKN &@REPSORQ\Y JRRGZLOO LPSDLUPHQW HYDOXDWLRQ ZDV FRPSOH[ DQG MXG
GHWHUPLQLQJ WKH IDLU YDOXH XVLQJ WKH LQFRPH DSSURDFK 'HWHUPLQLQJ IDLU YDO
DIHFWHG E\ IXWXUH HFRQRPLF DQG PDUWHKW HARQGYWQRIQWHV\@QLPDUWHLERDD/HQVLWLYH W
UHYHQXH WHUPLQDO JURZWK UDWH DQG WKH ZHLJKWHG DYHUDJH FRVW RI FDSLWDO

:H HYDOXDWHG WKH GHVLJQ D QIGI FWHWW IQE WWKR| RASEHR\BRRQDHIFRQWUROV RYHU WKH OR
LPSDLUPHQW UHYLHZ SURFHVV LQFOXGLQHFROAWRIRWKHRY B O XDVQIDRIG PHRR@WMD DQG WKH '
DERYH

2XU DXGLW SURFHGXUHV LQFOXGHG DPRQJ RWKHUV DVVHVVLQJ WKH VXLWDELOLW\ DC(
VLIQLILFDQW DVVXPSWLRQV HJ UHYHQXH WHUPLQDO JURZWK UDWH DQG WKH ZHLJKV
&RPSDQ\ LQ LWVHORRPPSVIUHG WKH VLIQLILFDQW DVVXPSWLRQV XVHG E\ PDQDJHPHQW W
LQIRUPDWLRQ DQG RWKHUSHHORYPR® VBIRWRWVYLW\ DQDO\VHV RI VLIJQLILFDQW DVVXP
DVVXPSWLRQV DUH SDUWLFXODUO\ VHQVLWLYH ZKHQ DVVHVVLQJ WKH OLNHOLKRRG RI

DVVHVVHG WKH KLVWRULFDO NMFEXWDFDWHRD QP DHEFGLQWRQ ZH XWLOLJHG LQWHUQDO YI
WKH PHWKRGRORJ\ XVHG E\ WKH &RPSDQ\ DQG FHUWDLQ VLJQLILFDQW DVVXPSWLRQV

:H KDYH VHUYHG DV WKH &RPSDQ\ V DXGLWRU VLQFH
6DQ -RVH &DOLIRUQLD

-DQXDU\

$XARWV 5 HSRW




SHSRUW RI QGHSHQGHQWFRARXYWHQHGEGLBREOLF

R WKH 6WRFNKROGHUVY DQG WKH %RDUG RI 'LUHFWRUV RI ,QWHO &RUSRUDWLRQ

2 SIQRQRQ, QMEDC RQARR YHU) IQDCADCS HSRUMY

:H KDYH DXGLWHG ,QWHO &RUSRUDWLRQ V LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ DV RI "HFHPE
LVVXHG E\ WKH &RPPLWWHH RI 6SRQVBHDGZRUS&BRP]ID/WWLRQV RI WKOHPHZRUN WKH &262 FULWHULD ,Q RXU F
PDLQWDLQHG LQ DOO PEHRMMIMHD O UHYVSGIPW VFRPIWURO RYHU ILQDQFLDO UHSRUWLQJ DV RI '"HFHPEHU E

:H DOVR KDYH DXGLWHG LQ DFFRUGDQFH ZLWK $WKR XYQWDIQGEID2ZNGW R LIKKH BREOGF &RIPBBDQ\6WDWHYV  3&$2%
VWDWHPHQWY RI WKH &RPSDQ\ DQG RXU UHSRUW GDWHG -DQXDU\ H[SUHVVHG DQ XQTXDOLILHG RSLQL

YOV IRU2 SIQRQ

7KH &RPSDQ\ V PDQDJHPHQW LV UH V SIRIGWLEOH LIRW HADQ MOV BRQMQURII RYHU ILQDQFLDOHBWSRUOHYY RQGQWUI U
ILQDQFLDO UHSRUWLQJ LQFOXGHG LQ WKH DFFRPSDQ\LQJ ODQDJHPHQW 5HSRUW RQ ,QWHUQDO &RQWURO 2Y
LQWHUQDO FRQWURO RYHU ILQDQF L DHD DUHS R USAKIEQIL E IWHFEG ROWR QU DDUPLWHILVWHUHG ZLWK WKH 3&$2% DQG
&RPSDQ\ LQ DFFRUGDQFH ZLWK WKH 8 6 IHGHUDO VHFXULWLHY ODZV DQG WKH DSSOLFDEOH UXOHV DQG UH

:H FRQGXFWHG RXU DXGLW LQ DFFRUGDQFH 7Z{RWH WKWD @@ D QG YD WG MR UWMKWM KB 2244 SODQ DQG SHUIRUP WKH
ZKHWKIHFWLYH LOQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ zDV PDLQWDLQHG LQ DOO PDWHULDO UH

2XU DXGLW LQFOXGHG REWDLQLQJ DQ XQGHUVWDQGLQJ RI LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWL
DQG RSHUMMWWMWQRY HQHVV RI LQWHUQDO FRQWURO EDVHG RQ WKH DVVHVVHG ULVN DQG SHUIRUPLQJ VHKFKHRW
WKDW RXU DXGLW SURYLGHV D UHDVRQDEOH EDVLV IRU RXU RSLQLRQ

" HIQWRQDQG/ [P MMRQV R, QMIDC RQAR YHU) ICDQRDCH HSRMAY

$ FRPSDQ\ V LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LV D SURFHVV GHVLJQHG WR SURYLGH UHD)"
ILQDQFLDO VWDWHPHQWYVY IRU HIWHUQDO SXUSRVHV LQ DFFRUGDRRPSEZDOWK 1BQHWID® PEGWS\W B R PHABRIXQW
SROLFLHY DQG SURFHGXUHV WKDW SHUWDLQ WR WKH PDLQWHQDQFH RI UHFRUGYV WKDW LQ UHDVRQDEO}
FRPSDQ\ SURYLGH UHDVRQDEOH DVVXUDQFH WKDW WUDQVDFWLRQV DUH UHFRUGHG DV QHFHVVDU\ WR S
DFFRXQWLQJ SULQFLSOHV DQG WKDW UHFHLSWV DQG H[SHQGLWXUHV RI WKH FRPSDQ\ DUH EHLQJ PDGH RQ
DQG SURYLGH UHDVRQDEOH DVVXUDQFH UHJDUGLQJ SUHYHQWLRQ RU WLPHO\ GHWHFWLRQ RI XQDXWKRU
HIHFW RQ WKH ILQDQFLDO VWDWHPHQWYV

%HFDXVH RI LWV LQKHUHQW OLPLWDWLRQV LQWHUQDO FRQWURO RY HD MRY DSLFRND 19 F WH RROWWRIQE EFDH YEBROM BW
SHULRGV DUH VXEMHFW WR WKH ULVN WKDW FRQWUROV PD\ EHFRPH LQDGHTXDWH EHFDXVH RI FKDQJHV LQ
GHWHULRUDWH
V (UQXRXQJ //3

6DQ -RVH &DOLIRUQLD
-DQXDU\

$XAWWV 5 HSRW




&§RQVROLGDWHG 6WDWHPHQWYV RI 2SHUDWLRQV

<HDUV (QGHG ,Q OLOOLRQV $RRKWBHU 6KDUH ‘HF "HF "HF
1HW UHYHQXH

&RVW RI VDOHV

*URVV SURILW

5HVHDUFK DQG GHYHORSPHQW

ODUNHWLQJ JHQHUDO DQG DGPLQLVWUDWLYH

5SHVWUXFWXULQJ DQG RWKHU FKDUJHV

2SHUDWLQJ H[SHQVHV

2SHUDWLQJ LQFRPH ORVV

*DLQV ORVVHV RQ HTXLW\ LQYHVWPHQWYV QHW

,QWHUHVW D@QHWRWKHU

,QFRPH ORVV EHIRUH WD[HV

3URYLVLRQ IRU EHQHILW IURP WD[HV

1HW LQFRPH ORVV

/HVV QHW LQFRPH ORVV DWWULEXWDEOH WR QRQ FRQWUROOLQJ LQWHUHVWYV
1HW LQFRPH ORVV DWWULEXWDEOH WR ,QWHO

(DUQLQJV ORVV SHU VKDUH DWWULEXWDEOH WR ,QWHOZ2EDVLF

(DUQLQJV ORVV SHU VKDUH DWWULEXWDEOH WR ,QWHO2GLOXWHG

HLJKWHG DYHUDJH VKDUHV RI FRPPRQ VWRFN RXWVWDQGLQJ

%DVLF

'LOXWHG

6 HH DFFRP SDQ. 1Q) QR

) LCDQADGE \IWP HOV &RQVREEDWMG 6 \BWP HOV Rl 2 SHIDIRQY




&§RQVROLGDWHG 6WDWHPHQWYV RI &RPSUHKHQVLYH |,

<HDUV (QGHG ,Q OLOOLRQV 'HF 'HF 'HF
1HW LQFRPH ORVV

&KDQJHV LQ RWKHU FRPSUHKHQVLYH LQFRPH ORVV QHW RI WDJ[
IHW XQUHDOL]JHG KROGLQJ JDLQV ORVVHV RQ GHULYDWLYHV
$FWXDULDO YDOXDWLRQ DQG RWKHU SHQVLRQ EHQHILWV H[SHQVHV QHW
7UDQVODWLRQ DGMXVWPHQWY DQG RWKHU
2WKHU FRPSUHKHQVLYH LQFRPH ORVV
7TRWDO FRPSUHKHQVLYH LQFRPH ORVV
/HVV FRPSUHKHQVLYH LQFRPH ORVV DWWULEXWDEOH WR QRQ FRQWUROOLQJ LQWHUHVWV

7TRWDO FRPSUHKHQVLYH LQFRPH ORVV DWWULEXWDEOH WR ,QWHO

6 HH DFFRP SDQ\ 1QJ QR

) ICDQRID \BMP HON &RORIEDMG 6 VI HOW R &RP SUHKHOWYH ,GFRP H / RW




&RQVROLGDWHG %YDODQFH 6KHHWYV

,Q OLOOLRQV ([FEXW 3DU 9 "HF ‘HF
$SVVHWYV

&XUUHQW DVVHWYV

&DVK DQG FDVK HTXLYDOHQWYV

BKRUW WHUP LQYHVWPHQWYV

$FFRXQWYV UHFHLYDEOH QHW

,QYHQWRULHV

2WKHU FXUUHQW DVVHWYV

7ZRWDO FXUUHQW DVVHWYV

3URSHWBWDQW DQG HTXLSPHQW QHW
(TXLW\ LQYHVWPHQWYV

*RRGZLOO

,GHQWLILHG LQWDQJLEOH DVVHWV QHW
2WKHU ORQJ WHUP DVVHWYV

7ZRWDO DVVHWYV

/ILDELOLWLHY DQG VWRFNKROGHUV HTXLW\
&XUUHQW OLDELOLWLHV

$FFRXQWYVY SD\DEOH

$FFUXHG FRPSHQVDWLRQ DQG EHQHILWYV
6KRUW WHUP GHEW

,QFRPH WD[HV SD\DEOH

2WKHU DFFUXHG OLDELOLWLHYV

7TRWDO FXUUHQW OLDELOLWLHV

"HEW

2WKHU ORQJ WHUP OLDELOLWLHV
&RPPLWPHQWY DQG &RQWLQJIJHQFLHV 1RWH
6WRFNKROGHUV HTXLW\

UHIHUUHG VWRFN SDU YDOXH VKDUHV DXWKRUL]JHG QRQH LVVXHG 2 2
&RPPRQ VWRFN SDU YDOXH VKDUHV DXWKRULJHG VKDUHV LVVXHG DQG RXWVWDQGLQJ
LQ DQG FDSLWDO LQ H[FHVV RI SDU YDOXH

$FFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH ORVYV
5HWDLQHG HDUQLQJV

7JRWDO ,QWHO VWRFNKROGHUV HTXLW\

1RQ FRQWUROOLQJ LQWHUHVWYV

7JRWDO VWRFNKROGHUV HTXLW\

7JRWDO OLDELOLWLHY DQG VWRFNKROGHUV HTXLW\

6 HH DFFRP SDQ 1Q) QR

) ICDQRIDB \BMP HON &RORIEDMG YDDQRH 6 KHAW




&§RQVROLGDWHG 6WDWHPHQWY RI &DVK J)ORZV

<HDUV (QGHG ,Q OLOOLRQV "HF "HF "HF
&DVK DQG FDVK HTXLYDOHQWY EHJLQQLQJ RI SHULRG
&DVK IORZV SURYLGHG E\ XVHG IRU RSHUDWLQJ DFWLYLWLHV
1HW LQFRPH ORVYV
$GMXVWPHQWY WR UHFRQFLOH QHW LQFRPH ORVV WR QHW FDVK SURYLGHG E\ RSHUDWLQJ DFWLYLWLHV
"HSUHFLDWLRQ
6KDUH EDVHG FRPSHQVDWLRQ
S5HVWUXFWXULQJ DQG RWKHU FKDUJHV
$PRUWL]DWLRQ RI LQWDQJLEOHYV
*DLQV ORVVHV RQ HTXLW\ LQYHVWPHQWYV QHW
ODUN WR PDUNHW JDLQV ORVVHV RQ (VFURZHG 6KDUHV 2 2
*DLQV ORVVHV RQ GLYHVWLWXUHV 2 2
"HIHUUHG WD[HV
,PSDLUPHQWY DQG QHW JDLQ ORV\S8@QQWHWQGHPTIQS FRH QW R SHUW\
&KDQJHV LQ DVVHWY DQG OLDELOLWLHV
$FFRXQWYV UHFHLYDEOH
,QYHQWRULHYV
$FFRXQWV SD\DEOH
$FFUXHG FRPSHQVDWLRQ DQG EHQHILWYV
,QFRPH WD[HV
2WKHU DVVHWY DQG OLDELOLWLHV
7RWDO DGMXVWPHQWYV
1HW FDVK SURYLGHG E\ XVHG IRU RSHUDWLQJ DFWLYLWLHV
&DVK IORZV SURYLGHG E\ XVHG IRU LQYHVWLQJ DFWLYLWLHYV
$GGLWLRQV WRODWRS DQW\HTXLSPHQW
3URFHHGV IURP FDSLWDO UHODWHG JRYHUQPHQW LQFHQWLYHV
3XUFKDVHV Rl VKRUW WHUP LQYHVWPHQWYV
ODWXULWLHY DQG VDOHV RI VKRUW WHUP LQYHVWPHQWYV
6DOHV RI HTXLW\ LQYHVWPHQWYV
3URFHHGV IURP GLYHVWLWXUHV QHW 2 2
2WKHU LQYHVWLQJ
1HW FDVK SURYLGHG E\ XVHG IRU LQYHVWLQJ DFWLYLWLHV
&DVK IORZV SURYLGHG E\ XVHG IRU ILQDQFLQJ DFWLYLWLHV
,VVXDQFH RI FRPPHQHMD @ ISIDAHKD QFH FRVWV 2
5HSD\PHQW RI FRPPHUFLDO SDSHU
3DUWQHU FRQWULEXWLRQV
1HW SURFHHGV IURP VDOHV RI VXEVLGLDU\ VKDUHV 2
$GGLWLRQV WRODUWRSE DQW\HTXLSPHQW 2
,VVXDQFH RI ORQJ WHUP GHEW QHW RI LVVXDQFH FRVWYV 2
5HSD\PHQW RI GHEW
3URFHHGV IURP VDOHV Rl FRPPRQ VWRFN WKURXJK HPSOR\HH HTXLW\ LQFHQWLYH SODQV

1IHW SURFHHGY DWWULEXWHG WR FRPPRQ VWRFN DQG ZDUUDQWYV LVVXHG DQG (VFURZHG B8KDUHV 2
5HVWULFWHG VWRFN XQLW ZLWKKROGLQJV
3D\PHQW RI GLYLGHQGVY WR VWRFNKROGHUV 2

2WKHU ILQDQFLQJ

1HW FDVK SURYLGHG E\ XVHG IRU ILQDQFLQJ DFWLYLWLHV

1HW LQFUHDVH GHFUHDVH LQ FDVK DQG FDVK HTXLYDOHQWYV

&DVK FDVK HTXLYDOHQWY DQG UHVWULFWHG FDVK HQG RI SHULRG
1RQ FDVK VXSSOHPHQWDO GLVFORVXUHV
$FTXLVLWLRQ FIODURE BDQW\HTXLSPHQW

&DVK SDLG GXULQJ WKH \HDU IRU

,QWHUHVW QHW RI FDSLWDOL]JHG LQWHUHVW

6 HH DFFRP SDQ. 1QJ QR

) IQDGFIDCE \AMP HQW & RQURIEDMG 6\BWMP HQV Rl & DVK ) BZV




&§RQVROLGDWHG 6WDWHPHQWYV RI

6WRFNKROGHUYV

(

&RPPRQ 6WRFN DQG &DS
LQ ([FHVV RDOIXY 9 's¥PXpxobwHG
2WKHU 1RQ

IXPEHU RI &RPSUHKHQVLYSHWDLQHGRQWUROOLQJ
,Q OLOOLRQV ([FH S\WRHUWAKDUH 6KDUHV $PRXQW ,QFRPH /RVV (DUQLQJV ,QWHUHVWV7RWDO
%DODQFH DV RI '"HFHPEHU
1HW LQFRPH ORVV 2 2 2
2WKHU FRPSUHKHQVLYH LQFRPH ORVV 2 2 2 2

BURFHHGV IURP VDOHV RI VXEVLGLDU\ VKDUHYV
DQG SDUWQHU FRQWULEXWLRQV

(PSOR\HH HTXLW\ LQFHQWLYH SODQV DQG RWKHU
6KDUH EDVHG FRPSHQVDWLRQ 2
S5HVWULFWHG VWRFN XQLW ZLWKKROGLQJV

&DVK GLYLGHQGV GIH@WDWVKIBUH RI FRPPRQ
VWRFN

%DODQFH DV RI "HFHPEHU

I1HW LQFRPH ORVV 2
2WKHU FRPSUHKHQVLYH LQFRPH ORVV 2
1HW SURFHHGV IURP SDUWQHU FRQWULEXWLRQV
3DUWQHU GLVWULEXWLRQV 2
(PSOR\HH HTXLW\ LQFHQWLYH SODQV DQG RWKHU
6KDUH EDVHG FRPSHQVDWLRQ 2

SHVWULFWHG VWRFN XQLW ZLWKKROGLQJV

&DVK GLYLGHQGV GIHWDVKIBUH RI FRPPRQ
VWRFN

N

N

N

NN NN

%DODQFH DV RI '"HFHPEHU

2SHQLQJ EDODQFH DGMXVWPHQW 2
1HW LQFRPH ORVV 2
2WKHU FRPSUHKHQVLYH LQFRPH ORVV 2

1HW SURFHHGV IURP VWRFN LVVXDQFHV DQG ZDUUDQWV
IHW SURFHHGV IURP VDOHV RI VXEVLGLDU\ VKDUHV DQG SDUWQHU

FRQWULEXWLRQV

3DUWQHU GLVWULEXWLRQV 2
(PSOR\HH HTXLW\ LQFHQWLYH SODQV DQG RWKHU
6KDUH EDVHG FRPSHQVDWLRQ 2

S5HVWULFWHG VWRFN XQLW ZLWKKROGLQJV

2

%DODQFH DV RI "THFHPEHU

© HP DCH D FXP XOWH HIHAWDEYWR HQAR \WH RSHQQ) EDDGQRH R UHBAGHG HDLQIQI V XSRQ DARSUQ $68

GFOGHY P IGRQ R DIRFDWMG SURFHHGY R Z DUDQN IURP WH S 6 * RYHUP HQVS J UHHP HQAZ H HQMUHG IR 1Q$ XIXW

6 HH DFFRP SDQ. 1QJ QR

Q

) ICDQRDGE \WP HQV

&RQVRTEDWG 6 \BWP HOV R 6 \RFNKRGHLY ( TXIW




1RWHV WR &RQVROLGDWHG )LODQFLDO 6WDWHPHQW
I 00 R 3 BVHQINRQ

:H KDYH D RU ZHHN ILVFDO \HDU WKDW HQGV RQADIOH\BDVW 6DWXU®MGLQ "HAHPMEHUZHHN ILWBDO XHBNYV
\HDW® XU &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY LQFOXGH WKH DFFRXQWV RI ,QWHO DQG RXU ZKROO\ RZ(
YDULDEOH LQWHUHVW DQG YRWLWH HQWHLFDMWHBRIGHONWUERPSDQ\ DFFRXQWY DQG WUDQVDFWLRQV

8VH RI (VWLPDWHYV

7KH SUHSDUDWLRQ Rl &RQVROLGDWHG )LQDQFLDO BUHOWHPHWY WV WER PRIHR WK/ IWN\P D INHKWED/RIGH SHERICPGMD W U HABK
&RQVROLGDWHG )LQDQFLDO 6WDWHPHQWKRHDIRRNWEE DHAFVFRRS\DQ W KQDMOR M BHWSHILIDHIQAHI PRP RXIU HVWLPDWHYV

I s -R<QIQ) 3RIALY

5HYHQXH 5HFRJQLWLRQ

:H UHFRJQL]H QHW SURGXFW UHYHQXH ZKHQ ZH VDWLVI\ SHUIRUPDQFH REOLJDWLRQV DV HYLGHQFHG E\ WK
RXU UHYHQXH LV GHULYHG IURP SURGXFW VDOHV 2XU SURGXFWV RIWHQ LQFOXGH D VRIWZDUH FRPSRQHQW
DQG LV VXEVWDQWLDOO\ DFFRXQWHG IRU DV D FRPELQHG SHUIRUPDQFH REOLJDWLRQ ,Q DFFRUGDQFH ZLW
SURGXFW VDOHV LV UHFRJQL]J]HG DW WKH WLPH RI SURGXFW VKLSPHQW IURP RXU IDFLOLWLHV RU GHOLYHU\

:H PHDVXUH UHYHQXH EDVHG RQ WKH DPRXQW RI FRQVLGHUDWLRQ ZH H[SHFW MWXREEH HAR®\NMEHUD WIRRIQQLN[F
DQ DGMXVWPHQW WR WKH WHGVPEWHRYDBUDE®H: FRQVLGHUDWLRQ ZKLFK FRQVLVWYV SULPDULO\ RI YDULR?
QHW FRQVLGHUDWLRQ ZH H[SHFW WR UHFHLYH IURP WKH FXVWRPHU EDVHG RQ KLVWRULFDO DQDI¥HWWVDRD EC
UHFHLYDEOH EDODQFHV 5HEDWHY HDUQHG E\ FXVWRPHUV ZKHQ WKH\ GR QRWRWEKYH RX\WVWHD® GL Q E IUHPMILK

:H PDNH SD\PHQWV WR RXU FXVWRPHUV WKURXJK FRRSHUDWLYH DGYHUWLVLQJIJHSIHRQKHDP¥ AR U HPRINHWK®JS
UHGXFWLRQ LQ UHYHQXH LQ WKH SHULRG WKDW WKH UHYHQXH LV HDUQHG XQOHVV WKH SD\PHQW LV IRU D

/IRQJ /IL$HGHWYV

3URSHW 3 DQWDQG ( TXISP HOW

:H FRPSXWH GHSUHFLDWLRQ XVLQJ WKH VWUDLJKW OLQH PHWIOR'® RDB UWWDKH. JHHV MQW B WHGWX R B | E R UQULR ALRII B
&DSLWDOLJ]HG LQWHUHVW LV DGGHG WR WKH FRVW RI TXDOLILHG DVVHWY DQG GHSUHFLDWHG RYHU WKH HV

$W OHDVW ZEQXMIXDWH WKH SHULRG RYHU ZKLFK ZH H[SHFW WR SBPRYHD WX H TKLEE@RBW FRQXH GRH IRODQI $
WHFKQRORJ\ FDGHQFH EHWZHHQ QRGH WUDQVLWLRQV FKDQJHV LQ PDFKLQHU\ DQG HTXLSPHQW WHFKQROR
WHFKQRBURIN PDNH PDQXIDFWXULQJ SURFHVV FRQYHUVLRQV DQG RWKHU IDFWRU\ SODQQLQJ GHFLVLRQV ZH
WKH UHPDLQLQJ XVHIXO OLYHV RI DVVHWY SULPDULO\ SURFHVV VSHFLILF VHPLFRQGXFWRU PDQXIDFWXULQ
DUH VKRUWHU RU ORQJHU WKDQ ZH KDG RULJLQDOO\ HVYWLPDWHG ZH DGMXVW WKH UDWH RI GHSUHFLDWLR

$VVHWY DUH FDWHJRUL]JHG DQG HYDOXDWHG IRU LPSDLUPHQW DW WKH ORZHVW OHYHO RI LGHQWLILDEOH FI
LQFOXGH VLIJQLILFDQW XQGHU SHUIRUPDQFH RI D EXVLQHVV RU SURGXFW OLQH LQ UHODWLRQ WR H[SHFWD'
SODQQHG FKDQJHV LQ RXU XVH DQG IXQJLELOLW\ RI WKH DVVHWYV ,| WKH FDUU\LQJ YDOXH RI DQ DVVHW JU
Rl WKH DVVHW JURXSLQJ BQVMW SBHLERWRWPLWKHEFRIQL]JHG LI WKH FDUU\LQJ YDOXH RI WKH DVVHW JURXSLQJ

) ICDQRIDCB \BMP HON 1 RMV R & RQVRIEDWG ) LGDQFIDCE \BAMP HON




, CGHQMHG , QBQJI [EG $ WHW

:H DPRUWL]H LQWDQJLEOH DVVHWV LQFOXGLQJ LQWHUQDO XVH VRIWZDUH WKDW DUH VXEMHFWHWR DRRIPA
SHULRGLF UHYLHZV RI VLJQLILFDQW ILQLWH OLYHG LGHQWLILHG LQWDQJLEOH DVVHWV WR GHWHUPLQH ZKH
LPSDLUPHQW LV UHFRJQL]JHG LI WKH FDUU\LQJ DPRXQW LV QRW UKHRMHUDE G THFB\CH EFHE B B U UN R \G HDAF MVURRULM
IDFWRUV VXFK DV LQGXVWU\ DQG HFRQRPLF WUHQGY DQG LQWHUQDO IDFWRUV VXFK DV FKDQJHV LQ@HR DO \El
HYDOXDWH WKH HVWLPDWHG UHPDLQLQJ XVHIXO OLYHV RI LQWDQJLEOH DVVHWY DQG ZKHWKHU HYHQWYV RU
:H PD\ DGMXVW WKH SHULRG RYHU ZKLFK WKHVH DVVHWV DUH DPRUWL]HG WR UHIOHFW WKH SHULRG RYHU

* RREZ IO

H SHUIRUP DQ DQQXDO LPSDLUPHQW DVVHVVPHQW RI JRRGZLOO DW W KRHU URRSIRHU WULHQTIX XI Q MWD \O HIY IH@G LG DMKRL
H[LVW KDMHBHSRUWLQJ XQLWV ZLWK DOORFDWHG JRRGZLOO ZK L FHK WH{HOYHDLADXCDON HD @ XUQ L\8 R QRAX IUI LRHSGH WBI\W R Q
WULJJHUHG VXFK DV XSRQ UHRUJDQL]DWLRQ RI RXU RSHUDWLQJ VHIJPHQWY RU GXH WR EXVLQHVV UHDVRQ)
PDQDJHG ,PSDLUPHQW DVVHVVPHQWY PD\ EH TX® DXW@WILW B VRILY A XID\QWHMV B WQ WHLVQUGID WIXWHG LI ZH GHWHUI
LV PRUH OLNHO\ WKDQ QRW | WIKUD W DID ¥ H S R/UG\QW WRDWILWYV FDUU\LQJ YDOXH RU LI WKHUH DUKHP DWSRWWOQ
FDUU\LQJ YDOXH XVHG LQ DQ LPSDLUPHQW DVVHVVPHQW UHSUHVHQWYV WKH DOORFDWLRQ RI YDULRXV DVVH
LQYHVWPHQWY DQG GHEW

2XU TXDOLWDWLYH DVVHVVPHQW FRQVLGHUV LQGXVWU\ DQG PDUNHW FRQVLGHUDWLR QI FRNIQUDODIOHI UGB R Bl
DV D ZKROH 2XU TXDQWLWDWLYH LPSDLUPHQW DVVHVVPHQW FRQVLGHUV ERWK WKH PDUNHW DSH PRDRNK D Q
HVWLPDWHYV IDLU YDOXH XVLQJ ILQDQFLDO PXOWLSOHV DIXGI WQBRFND AD/SISRIR BRK FHAWR P B RPS/DIUDD BOYHD BRPS DY
ZKLFK LQFOXGHV HVWLPDWHYV IRU PDUNHW VHJPHQW JURZWK UDWHV RXU DVVXPHG PDUNHW VHIJPHQW VKDU
UHSRUWLQJ XQLW V ZHLJKWHG DYHUDJHHFWWWWR WKMHS UWDWVR @PRQH RAVKHRIVWKH LQSXWV DQG RXWFRPHV RI

PDUNHW7&BWHW HVWLPDWHYV FKDQJH IURP \HDU WR \HDU EDVHG RQ RSHUDWLQJ UHVXOWMFWDWKH W HW®R g G P WQI
YDOXH DQG SRWHQWLDO JRRGZLOO LPSDLUPHQW IRU HDFK UHSRUWLQJ XQLW 2XU TXDQWLWDWLYH DVVHVV
RI ZKLFK LV WKH GLVFRXQW UDWH

,QYHQWRULHV

:H FRPSXWH LQYHQWRU\ FRVW RQ D ILUVW LQ ILUVW RXW EDVLV 2XU SURFHVV DQG SURGXFW TKHHVHDO R QB H(
PLOHVWRQHYV DUH UHJXODUO\ DQG FRQVLVWHQWO\ DSSOLHG LQ DVVHVVLQJ WKH SRLQW DW ZKLFK RXU DFW
VDOHV FDQ EH FDSLWDOL]JHG DV LQYHQWRU\

JRU D SURGXFW WR EH PDQXIDFWXUHG LQ KLJK YROXPHV DQG VROQW WRVRXEHHW WRRPHWM KQREX\W VR KX B KNWD D
LGHQWLILHG WKH VWDUW RI PDQXIDFWXULQJ YROXPH IRU VDOH WR FXVWRPHUV DV WKH SRLQW DW ZKLFK W
3ULRU WR WKH VWDUW RI PDQXIDFWXULQJ YROXPH IRU VDOH WR FXVWRPHUV FRVWV WKDW GR QRW PHHW W

7KH YDOXDWLRQ RI LQOYHQWRU\ LQFOXGHYV GHWHUPLQLQJ ZKLFK IL[HG SURGXFWLRQ RYHUKHDG FRVWV FDQ
DVVHPEO\ DQG WHHWMW $BOLNCRXNWL KVVWRULFDO ORDGLQJ FRPSDUHG WR RXU WRWDO DYDLODEOH FDSDFLW\ WR
LV EHORZ WKH HVWDEOLVKHG QRUPDO FDSDFLW\ OHYHO D SRUWLRQ RI RXU IL[HG SURGXFWLRQ RYHUKHDG
FRVW Rl VDOHV LCHWKDMUSWMR IMRIGHVH FRVWY DV H[FHVV FDSDFLW\ FKDWIHV/O(RFHYQ PRDODERW\LKXDUBE§ IR

,QYHQWRU\ LV YDOXHG DW WKH ORZHU RI FRVW RU QHW UHDOL]DEOH YDOXH EDVHG XSRQ DVVXPSWLRQV DE
UHYLHZHG LQ WKH LQYHQWRU\ YDOXDWLRQ SURFHVV LQFOXGH D UHYLHZ RI RXU FXVWRPHU EDVH WKH VWD
SULFH LQ UHODWLRQ WR SURGXFW FRVW /RZHU RI FRVW RU QHW UHDOL]DEOH YDOXH LQYHQWRU\ UHVHUYH"
GXH WR VFDOH DQG I$BSIURWMHREMMEHDWERU\ YDOXDWLRQ LV LPSDFWHG E\ F\AFOLFDO FKDQJHV LQ PDUNHW FRQG

7KH YDOXDWLRQ RI LQYHQWRU\ DOVR UHTXLUHV XV VDR/ VW OP DW H QRE-MRVD RI W HWIX @ GV: HL[NK MDWRWI L R M P R QMERDUR @ i FD
RXU VKRUW WHUP PDQXIDFWXULQJ SODQV WR HQDEOH FRQVLVWHQF\ EHWZHHQ LQYHQWRU\ YDOXDWLRQV DC
GHYHORSLQJ WKHVH GHROFR® SRUHFWKMWWVWLPDWH RI IXWXUH GHPDQG WR ZRUN LQ SURFHVYV DQG ILQIRMKHG
REVROHWH RU H[FHKNQ @XHQHPW\QG IRUHFDVW IRU VSHFLILF SURGXFWV LV JUHDWHU WKDQ DFWXDOZB HRIOLE
DPRXQWYVY FRQVLGHUHG WR EH H[FHVV LQYHQWRU\

) IGDQRIDCE \BMP HQN 1 RMV \R & RQVRIEDWG ) IGDQRIDCE \BAMP HQN




*RYHUQPHQW ,QFHQWLYHYV

*RYHUQPHQW LQFHQWLYHV LQFOXGLQJ FDVK JUDQWYV DQG UHIXQGDEOH WD[ FUHGLWY DUH UHFRJQL]JHG ZK
FRPSO\ ZLWK WKH FRQGLWLRQV VSHFLILHG LQ WKH DHFRKI[BHRMS RW DOV D MOOWRHIG USQURRKSGHBHINDHEMWDD/Q T bl & X /K
RXU &RQVROLGDWHG %DODQFH 6KHHWV DQG UHFRJQL]H D UHGXFWLRQ WR GHSUHFLDW HRQHH FSH® RIS FRYBIW L\@
LQFHQWLYHV DV D UHGXFWLRQ WR H[SHQVH LQ WKH VDPH SHULRG DQG LQ WKH VDPH OLQH LWHP RQ WKH &F
LQWHQGHG WR FRPSHQVDWH

(TXLW\ ,VVXDQFHV

:H UHFRJQL]H HTXLW\ LVVXDQFHV RQ WKH VHWWOHPHQW GDWH ZKLFK LV WKH BDWH R ZXILWK IOHIO0QRAY F
VHWWOHPHQW GDWH GHWHUPLQHG XVLQJ REVHUYDEOH PDUNHW SULFHV RI RXU FRPPRQ VWRFN ,I VKDUHV I
UHSUHVHQWY RWKHU ULJKWV FRQYH\HG LQ WKH FRQWUDFW DQG LI QRW UHFRUG DW WKH WUDQVDFWHG DF

:H PD\ HQWHU LQWR ILQDQFLDO LQVWUXPHQWY SURYLGLQJ IRWU KHWH LY QPDEE B (R L @ XW PRPHPEW W VRHE N DIV X
LQFOXGHG LQ HTXLW\ ZLWKLQ RXU &RQVROLGDWHG %DODQFH 6KHHWV EDVHG RQ WKHLU WHUPV DQG FRQGL'

'LUHFW DQG LQFUHPHQWDO FRVWYV LQFXUUHG LQ FRQQHFWLRQ ZLWK WKH LVVXDQFHV RI HTXLW\ RU HTXLW\

(DUQLQJV 3HU 6KDUH

%DVLF HDUQLQJV ORVV SHU VKDUH LV FRPSXWHG XVLQJ WKH ZHLJKWHG DYHUDJH QXPEHU RI VKDUHV RI FF
LQFOXGHV WKH LPSDFW RI SRWHQWLDOO\ GLOXWLYH VHFXULWLHV VXFK DV M¥RFRI|RSWOXGV QI 68K HX/HUWHDF
7KH WUHDVXU\ VWRFN PHWKRG LV DSSOLHG WR HTXLW\ LQFHQWLYH SODQV DQG FRQWUDFWXDO LVVXDQFHV
DUH LQFOXGHG LQ EDVLF HDUQLQJV ORVV SHU VKDUH RQO\ ZKHQ WKH\ DUH QR ORQJHU FRQWLQJHQWO\ LV
HQGV 'LOXWHG HDUQLQJV ORVV SHU VKDUH LV DGMXVWHG IRU FKDQJHV LQ IDLU YDOXH RI GHULYDWLYH O

)DLD @XH

KHQ GHWHUPLQLQJ IDLU YDOXH ZH FRQVLGHU WKH SULQFLSDO RU PRVW DGYDQWDJHRXV PDUNHW LQ ZKLFI
ZKHQ SULFLQJ WKH D¥¥WW @D QFLDELOVWHWY DUH PHDVXUHG DQG UHFRUGHG DW IDLU YDOXH RQ D UHFXUUL
PHDVXUHPHQW DOWHUQDWLYH HTXLW\ PHWKRG LQYHVWPHQWVH DU B VQ RWKHNOXHFKILKN DEQHRN DEIT HOD QR
LQYHVWPHQW SRUWIROLR EDVHG RQ WKH XQGHUO\LQJ LQVWUXPHQW W\SH

7KH WKUHH OHYHOV RI LQSXWV WKDW PD\ EH XVHG WR PHDVXUH IDLU YDOXH DUH

" /HYH@&AXRWHG SULFHV LQ DFWLYH PDUNHWYV | RUHYCHIHXDWH & HDRVMHWW R 8 HEILDIER. ® DW NHW GDWD ZKHQ GF

" /HYHQ@EVHUYDEOH LQSXWV RWKHU WKDQ /HYHO SULFHV VXFK DV TXRWHG SULFHV IRU VLPLODU DVVH
YDOXDWQRQM JIJQLILFDQW LQSXWV XVHG LQ RXU YDOXDWLRQV VXFK DV GLVFRXQWHG FDVK IORZV DUH
PDUNHW GDWD IRU VXEVWDQWLDOO\ WKH HXROHMHH P &R IF WKHHD V R W ¥ (R O DLEXGH W GHYZDS FXUYHV FX
UDWLQJV DV VLIQLILFDQW LQSXWV LQ RXU YDOXDWLRQV /HYHO LQSXWV DOVR LQFOXGH QRQ ELQGLC
VSHFLILF UHVWULFWLRQV :KHQ ZH XVH QRQ ELQGLQJ PDUNHW FRQVHQVXV SULFHV ZH FRUURERUDWH
RXWSXW IURP LOQOWHUQDOO\ GHYHORSHG SULFLQJ PRGHOV VXFK DV GLVFRXQWHG FDVK IORZ PRGHOV
/HYHO8QREVHUYDEOH LQSXWV WR WKH YDOXDWLRQ PHWKRGRORJ\ WKDW DUH VLJQL IHFDRW WRUWKXHGPW
LQSXWV DQG UHVXOWV RI WKHVH YDOXDWLRQ PRGHOV WR KHOS FRQILUP WKDW WKH IDLU YDOXH PHDV
OLDELOLW\ FODVVHV /HYHO LQSXWV DOVR LQFOXGH QRQ ELQGLQJ PDUNHW FRQVHQVXV SULFHV QRC
FRUURERUDWH ZLWK REVHUYDEOH PDUNHW GDWD

(TXLW\ ,QYHVWPHQWYV
:H UHJXODUO\ LQYHVW LQ HTXLW\ VHFXULWLHV RI SXEOLF DQG SULYDWH FRPSDQLHV WR SURPRWH EXVLQH)\

" ODUNHWDEOH HTXLWUHQHYHMWRHVHWXULWLHY ZLWK 5')9 WKDW DUH PHDVXUHG DQG UHFRUGHG DW IDLU
UHDOL]HG RU XQUHDOL]HG UHFRUGHG WKURXJK RXU &RQVROLGDWHG 6WDWHPHQWY RI 2SHUDWLRQV

) ICDQRIDC \DMP HON 1 RMV R & RQVRIEDWG ) LCDQFIDCE \BAMP HON




" 1RQ PDUNHWDEOH HTXXLWH HOXHWWWPHRXWMWLHY ZLWKRXW 5')9 WKDW DUH PHDVXUHG DQG UHFRUGHG X\
DW FRVW PLQXV LPSBOXFHRWPLQRQ\WVFKDQJHV UHVXOWLQJ IURP TXDOLI\LQJ REVHUYDEOH SULFH FKDQJ
LQYHVWPHQWY DUH UHFRUGHG WKURXJK RXU &RQVROLGDWHG 6WDWHPHQWYV RI 2SHUDWLRQV

" (TXLW\ PHWKRG LQUWHWWRHWQWWHFXULWLHY LQ LQYHVWHHY ZH GR QRW FRQWURO EXW RYHU ZKLFK ZH K
LQYHVWPHQWY DUH PHDVXUHG DW FRS/OWK P LRQX P LLGPS\D RXKRIHQRKD UH RQHTXLW\ PHWKRG LQYHVWHH LQFRP!
ORVV IURP HTXLW\ PHWKRG LQYHVWPHQWY LV W\SLFDOO\ UHFRJQL]JHG RQ D RQH TXDUWHU ODJ LQ RXU

5HDOL]JHG DQG XQUHDOL]JHG JDLQV DQG ORVVHV UHVXOWLQJ IURP FKDQJHV LQ IDLWYDORWVRIY WRKH DX HNYRH
FDUU\LQJ YDOXH RI RXU QRQ PDUNHWDEOH HTXLW\ LQYHVWPHQWY LV DGMXVWHG IRU TXDOLI\LQJ REVHUYDE
RUGHUO\ WUDQVDFWLRQ'EWWHWPRLYDLRY FXWXHKHU DQ REVHUYHG WUDQVDFWLRQ LV VLPLODU WR D VHFEXULW\ ;
SUHIHUHQFHV RI WKH VHFXULWLHYV

1RQ PDUNHWDEOH HTXLW\ LQYHVWPHQWY DQG HTXLW\ PHWKRG LQYHVWPHQWY FROOHFWLYHO\ UHIHUUHG W
UHYLHZV 2XU TXDUWHUO\ LPSDLUPHQW DQDO\VLVY FRQVLGHUV ERWK TXDOLWDWLYH DQG TXDQWLWDWLYH ID
IDLU YDOXH RI RXU QRQ PDUNHWDEOH HTXLW\ LQYHVWPHQWYV XVLQJ ERWK WKH PDUNHW DQG LQFRPH DSSUF

" 1RQ PDUNHWDEOH HTXDWH MWHMWANIMGE HROWNVPSDLUPHQW XVLQJ D TXDOLWDWLYH PRGHO S/QPQ®DMWQWRHW X IH:
GHWHUPLQLQJ WKDW DQ LPSDLUPHQW PD\ H[LVW WKH VHFXULW\ V IDLU YDOXH LV FDOFXODWHG DQG F
FDUU\LQJ YDOXH H[FHHGYV WKH IDLU YDOXH

(TXLW\ PHWKRG LDYHWXEMBWW WR SHULRGLF LPSDLUPHQW UHYLHZV XVLQJ WKH RWKHU WKDQ WHPSRL
GHFOLQH LQ IDLU YDOXH EHORZ FDUU\LQJ YDOXH DQG RXUIDELBQW\JIHUGE RQ@ WRH @W P RWKRR D G O/RZHI R @ YUH-

,PSDLUPHQWY RI QRQ PDUNHWDEOH HTXLWYLQYYBRWPHQ WRQDWHX UWFRQEHBWRHQWY QHW

'"HULYDWLYH )LQDQFLDO ,QVWUXPHQWYV

2XU SULPDU\ REMHFWLYH IRU KROGLQJ GHULYDWLYH ILQDQFLDO LQVWUXPHQWY LV WR PDQDJH FXUUHQF\ H[
FRPPRGLW\ SULFH ULV NHDH@GWHIHGQWRUVPDNWHU QHWWLQJ DUUDQJHPHQWYV WR PLWLJDWH FUHGLW ULVN LQ C
WKH VDPH FRXQWHOSBWHMWHU LQWR FROODWHUDO VHFXULW\ DUUDQJHPHQWYV ZLWK FHUWDLQ RI RXU FRXQV
GHULYDWLYH LQVWUXPHQWY IOXFWXDWHV IURP FRQWUDFWXDOO\ HYWDEOLVKHG WKUHVKROI®GVU)RDCSXUHBRR
IRU GHULYDWLYH LQVWUXPHQWYV XQGHU PDVWHU QHWWLQJ DUUDQJHPHQWY 2XU GHULYDWLYH ILQDQFLDO L
EDVLV LQ RXU &RQVROLGDWHG %DOD @RVMHKEKHHXWWWI BQ® DVMHWY¥ORWKEB U QRQJ WRHRIW KWV BWR ¥ J RWHKIHPUOD BFEW X!

&DVK IORZ KWHIHRWHLIQ FXUUHQF\ FRQWUDFWY VXFK DV FXUUHQF\ IRUZDUGY DQG FXUUHQF\ VZDSV WR KH
GROODU GHQRPLQDWHG FDVK IORZV DVVRFLDWHG ZLWK RXU IRUHFDVWHG RSHUDWLQJ DQG FDSLWDO SXUFK

7KH DIWHU WD[ JDLQV RWHG RALYHVSIRIRPLWRHRHID FDVK IORZ KHGJH DIFWK RX-CSIRW MG & VDK HL) FFRRAPSRIGIEK @ @ B KYAHO DY
LQWR HDUQLQJV LQ WKH VDPH SHULRG RU SHUURBW\ G ZKQER WK D 6 G&DH W KHUDA/HD W QRIQLIVHP RQ WKH &RC
LPSDFW RI WKH KHGJH WUDQVDFWLRQ )RU IRUHLJQ FXUUHQF\ FRQWUDFWV KHGJLQJ RKAWADSHOQHYY BXVFHK/IVY
UHFRJQL]JHG LQ HDUQLQJV LQ WKH VDPH LQFRPH VWDWHPIHEW B L @QH H VKHIB XVE & WHP S U HW K \W DV K HI GIRZD ® HGJ
WKH FRUUHVSRQGLQJ DPEXRANOB®MHG IRIWSKHQ FRP S U HKRIQY/GE YEH LLGPPRIFGH. DOVRNOQ VU i 9 DW VIR GLBTRAVKKROWR ZV DV VR
WKHVH GHULYDWLYHV DUH FODVVLILHG LQ WKH &RQVROLGDWHG 6WDWHPHQWYV RI &DVK JORZV LQ WKH VDPH

)DLU YDOXHXKNHGUAWHUHVW UDWH FRQWUDFWYV VXFK DV LQWHUHVW UDWH VZDSV WR KHGJH DJDLQVW FKDQ
FKDQJHV LQ WKH EHQFKFBUHNDQQ\NHBHVORVDMWHRQ WKHVH\KH\EGWHWY JDO/RYNEGIYG RV WIKIHQRIUHODWHG WR WKH FK
KHGJHG LWHP DWWULEXWDEOH WR WKH KHGJHG ULVN DUH UHFIRJW HJWHGY WQ QMBE/IRAKEIDRLZY U K M RFCDWHHGN Z$ M
FODVVLILHG LQ WKH &RQVROLGDWHG 6WDWHPHQWYV RI &DVK )ORZV LQ WKH VDPH VHFWLRQ DV WKH XQGHUO'
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IRQ GHVLIJQDWMNEHKHAUHMMQ FXUUHQF\ FRQWUDFWY WR HFRQRPLFDOO\ KHGJH WKH IXQFWLRQDO FXUUHQF\ F
QRQ 8 6 GROODU GHQRPLQDWHG GHEW LQYHVWPHQW LQVWUXPHQWY WKDW ZH UHIHUHQFH LQ WK IHVDSDARD IV
LQWHUHVW UDWH FRQWUDFWYV WR HFRQRPLFDOO\ KHGJH LQWHUHVW UDWH ULVN UHODWHG WR RXU 8 6 GRO
/IDVWBPNUWDLQ RI RXU FRQWUDFWXDO DUUDQJHPHQWY FRQWDLQ WHUPV WKDW PHHW WKH GH AKDLQUIHR QQRIIDD L
WKHVH QRQ GHVLIJQDWHG GHULYDWLYHV LV UHFRUGHG WKURXJK HDUQLQJV LQ WKH OLQH LWHP RQ WKH &RC(
SULPDUL@OWHQHVW DEE)BWKHDWJIHY LQ WKH IDLU YDOXH RI WKH XQGHUO\LQJ DVVHWYV DQG OVPWLB\LWKHVFRBX
IDLU YDOXH RI WKH UHODWHG GHULYDWLYHV

'"HEW ,QYHVWPHQWV

'"HEW LQYHVWPHQWYV LQFOXGH LQYHVWPHQWYV LQ FRUSRUDWH GHEW JRYHUQPHQW GHEW DQG ILQDQFLDO LC
DSSUR[LPDWHO\ WKUHH PRQWKYV RU OHVV IURP WKAD GO\ R F B X K AHERKHDOHGVEB E WL LIOHYGI VWW KDWYV ZLWK RL
SXUFKDVH JUHDWHU WKDQ DSSUR[LPDWHO\ WKUHH PRQWKY DQG DOO HWKRQW PLHD B Q \@RH & KHAGH G MWEWWH V @ QW W
FDVK DYDLODEOH IRU FXUUHQW RSHUDWLRQV

JRU FHUWDLQ RI RXU PDUNHWDEOH GHEW LQYHVWPHQWY ZH HFRQRPLFDOO\ KHGJH PDUNHW ULVNV DW LQF#
XVHG WR HFRQRPLFDOO\ KHGJH FXUUHQF\ H[FK DKMV H DKMIG JHE N QY RF WRIPGW V XWHHP WGIWRUWHG DW IDLU YDO
DULVLQJ IURP FKDQJHV LQ IDLU YDOXH GXH WR LQWHUHVW UDWH DQ CGOBXUKBEBHNRE P DRN N W VI RXIF DWW LRQ W K |
LQVWUXPHQWY DQG EDODQFH VKHHW UH@W B VXY WP BQ&XRIMKHRDHFROG HEQ KB GIHG PDUNHWDEOH GHEW LQYHV
XQUHDOL]HG JDLQV RU ORVVHDFEXMXBDWBG RWKRIWGHRP 50 H K GHW HUPQRORP W KE RRRVW RI WKH LQYHVWPHQV
DQG UHFRUG WKH LQWHUHVW LQFRPH DQG UHDOL]JHG JDLQQWH UMW DGI®@® WHKHUVDOH RI WKHVH LQYHVWPH(

8QKHGIJHG GHEW LQYHVWPHQWY DUH VXEMHFW WR SHULRGLF LPSDLUPHQW UHYLHZV )RU LQYHVWPHQWYV LQ
LQIRUPDWLRQ DERXW WKH FROOHFWDELOLW\ RI WKH LQVWUXPHQW FXUUHQW PDUNHW FRIQG@HWFRRBRQV]D @® Wt
FUHGLW ORVVHV XS WR WKH DPRXQW RI WKH XQUHDOL]JHG ORVV ZKHQ DSSURSULDWH DQG ZULWH GRZQ WK
RU ZH LQWHQG WR VHOO WKH LQYHVWPHQW EHIRUHRZBRRWUNURRI AWHG DWRQURWMHG B R GIW) WIPIWHHWG\R ZMDEBMRMA KUHI
XQUHDOL]JHG ORVVHV QRW UHODWHG W FXPGCIRWICHEY VRY DUHKHBVRYGLIRERRH ORVV

&UHGLW 5LVN

JLODQFLDO LQVWUXPHQWY WKDW SRWHQWLDOO\ VXEMHFW XV WR FRQFHQWUDWLRQV RI FUHGLW ULVN FRQV
UHSXUFKDVH DJUHHPHQWYV DQG W U DH5 B HIQQH®W RAVEK\HEOWHFHHILYDPEOWPHQWY ZLWK KLJK FUHGL OLPXWOWWMH FORPRXU
H[SRVXUH WR DQ\ RQH FRXQWHUSDUW\ EDVHG RQ RXU DQDO\V$V BRH WKW G 8 X Q VWRXWS DOYEN\IPGMD DDV & B DRV
LQ GHEW LQVWUXPHQWY DUH LQ LQYHVWPHQW JUDGH LQVWUXPHQWY &UHGLW UDWLQJ FULWHULD IRU GHUL

:H HQWHU LQWR PDVWHU QHWWLQJ DUUDQJHPHQWY WR PLWLIJDWH FUHGLW ULVN LQ GHULYDWLYH VWHBIDWR PR
QHWWLQJ DUUDQJHPHQWY WKH DPRXQWYV VXEMHFW WR FUHGLW ULVN UHODWHG B\ RZ I6IHRKL YWIKW L FY RiX IQQWHAULSYXORL
H[FHHG RXU REOLJDWLRQV BVWRI WHKFIHW BFFHRXK Q W H U SDQUGW\HFHP EHU RXU WRWDO FUHGLW[HOXRBMQUHP W H
IXQGV LQYHVWHG LQ 8 6 WUHDVXU\ DQG 8 6 DJHQF\ VHFXULWLHY DQG UHYHUVH UHSXUFKDVH DJUHHERBOQWR

ELOOLRQ UM SKHFWKMHOQHGXFH FUHGLW ULVN ZH HQWHU LQWR FROODWHUDO VHFXULW\ DUUDQJHPHQW"
IURP FRXQWHUSDUWLHY DJDLQVW REOLJDWLRQV LQFOXGLQJ VHFXULWLHY OHQGLQJ WUDQVDFWLRQV ZKHQ
DUUDQJHPHQWYV LRWIKMHRIO KXW GRIQK HUV ORY Y WRHUKRHD VY HRUNK HRCR @ KBIEL O RW 1 HWH JRFU QLHDYEHL OV W UKV XU FKDVH DJU |
E\ RWKHU VHFXULWLHV ZH GR QRW UHFRUG WKH FROODWHUDO DV DQ DVVHW RU D OLDELOLW\ XQOHVV WKH

$ PDMRRULRWXU WUDGH UHFHLYDEOHY DUH GHULYHGI IDBPRVRDWKY VR RKIQWD/QGBGHFIEVYDEOH GHULYHG IURP VDOK
HTXLSPHQW PDQXIDFWXUHUV LQ WKH FRPSXWL ®JEMDE HRHP RXKH. WL B R VRIX@QAXW WHEHNVYDEOH EDOD @AHRIIUR
'"HFHPEHU DQG 'HFHPEHU GR QRW UHSUHVHQW D VLJQLILFDQW FUHGLW ULVN EDVHG RQ FDVK |

:H KDYH DGRSWHG FUHGLW SROLFLHY DQG VWDQGDUGY LQWHQGHG WROLAHRPFRE0 W UQBGNXW \I UH JRIRRG MAKD DV
PDMRU FXVWHRBPNVMVY FUHGLW ULVN WKURXJK TXDQWLWDWLYH DQG TXDOLWDWLYH DQDO\VLV )URP WKLV D(
VHHN WR XVH RQH RU PRUH FUHGLW VXSSRUW SURWHFWLRQ GHYLFHV VXFK DV REWDLQLQJ D SDUHQW JXDU

) IGDQRIDCE \BWMP HQN 1 RMV \R & RQVRIEDWG ) IGDQFIDCE \BAMP HQN




9DULDEOH ,QWHUHVW (QWLWLHV

:H KDYH HFRQRPLF LQWHUHVWY LQ HQWLWLHY WKDW DUH 9,(V ,I ZH FRQFOXGH ZH DUH WKH SULPDU\ EHQHI
VWDWHFRI@WMWHUPLQH LI ZH DUH WKHEHBUHYPDX\DEAHO BKIHFLBMY ZH KDYH WKH SRZHU WR GLUHFW WKH DFWLYLW
SHUIRUPDQFH DQG WKH REOLJDWLRQ WR DEVRUE ORVVHV RU WKH ULJKW WR UHFHLYH EHQHILWYV RI WKH 9,(
VLIJQLILFDQW DFWLYLWLHY DQG DQ DVVHVVPHQW RI RXU DELOLW\ WR GLUHFW WKRVH DFWLYLWLHV EDVHGHR
DVVHVV ZKHWKHU DQ\ FKDQJHV LQ RXU LQWH UHMW RXU UG MU RIQQ/IXW § RZQ VR K ZWKKHHV K 8 W WAK\HDH QW LW\ LV D 9,(

1RQ &RQWUROOLQJ ,QWHUHVWYV

2XU &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY LQFOXGH WKH DFFRXQWYV RI PDMRULW\ RZQHG VXEVLGLDULH
LQWHUHVWY UHSUHVHQW WKH SRUWLRQ RI HTXLW\ QRW DWWULEXWDE @HW R |, QWWH @ Q@ G D D B WIHSRILRDHBRY V
%DODQFH GKHHVOMDVVLILFDWLRQ RI QRQ FRQWUROOLQJ LQWHUHVWY DV D FRPSRQHQW RI HTXLW\ LV GHWHUF
LQVWUXPHQWY KHOG E\ PLQRULW\ LQWHUHVW KROGHUV 1HW LQFRPH ORVV DQG FRPSUHKHQVLYH LQFRPH
LOQWHUHVW KROGHUV RQ RXU &RQVROLGDWHG 6WDWHPHQWYV RI 2SHUDWLRQV DQG &4RQVROLGDWHG 6WDWHH |
DFFRXQW IRU FKDQJHV LQ RZQHUVKLS RI RXU PDMRULW\ RZQHG VXEVLGLDULHY DV HTXLW\ WUDQVDFWLRQV

%XVLQHVV &RPELQDWLRQV

:H DOORFDWH WKH SXUFKDVH SULFH SDLG IRU DVVHWYV DFTXLUHG DQG OLDELOLWLHV DVVXPHG LQ FRQQHFV
7KLV DOORFDWLRQ LQYROYHV D QXPEHU RI DVVXPSWLRQV HVWLPDWHV DQG MXGJPHQWV LQ GHWHUPLQLQJ

LQYHQWRU\ SORGWUMQG HTXLSPHQW SUH H[LVWLQJ OLDELOLWLHVY RU OHJDO FODLPV DQG FRQWLQJH

LQWDQJLEOH DVVHWY LQFOXGLQJIJHWWHPYDMOFROQWLRQ IRWWKRGDYKINORZY GLVFRXQW UDWHYV PDUNHW V
VKDUH DV ZHOO DV WKH HVWLPDWHG XVHIXO OLIH RI LQWDQJLEOH DVVHWYV

" GHIHUUHG WD[ DVVHWYV DQG OLDELOLWLHV XQFHUWDLQ WD[ SRVLWLRQV DQG WD[ UHODWHG YDOXDWL
JRRGZLOO DV PHDVXUHG DV WKH H[FHVV RI FRQVLGHUDWLRQ WUDQVIHUUHG RYHU WKH QHW RI WKH DF

2XU DVVXPSWLRQV DQG HVWLPDWHY DUH EDVHG XSRQ FRPSDUDEOH PDUNHW GDWD DQG LQIRUPDWLRQ REWI
7KHVH DVVXPSWLRQV DQG HVWLPDWHY DUH XVHG WR YDOXH DVVHWYV DFTXLUHG DQG OLDELOLWLHYV DVVXPH
EHQHILW IURP WKH EXVLQHVV FRPELQDWLRQ 'XULQJ WKH PHDVXUHPHQW SHULRG ZKLFK PD\ EH XS WR RQH
DVVHWV DFTXLUHG OLDELOLWLHV DVVXPHG DQG UHODWHG JRRGZLOO

(PSOR\HH (TXLW\ ,QFHQWLYH 30DQV

:HJUDQW VHUYLFH EDVHG 568V VWRFN RSWLRQV DQG SHUIRUPDQFH EDVHG 568V FDOOHG 368V ZKLFK DUF
:H HVYWLPDWH WKH IDLU YDOXH RI 568V DQG 368V ZLWK D VHUYLFH RU SHUIRUPDQFH FRQGLWLRQ XVLQJ WKI
DQ\ GLYLGHQGV H[SHFWHG WR EH SDLG RQ RXU VKDKH VDR U FFRDRPRD RMWR\FRIF S URRW L\WWR PHDWG@JIZLWK RQO\ VF
HVWLPDWHG RQ WKWHL QUDEDWRWRLQJ WKH %ODFN 6 FKKROHM R 'V IOK@! RU 3FBIBQYIZRRMEHD PDUNHW FRQGLWLRQ LV
PRGHO DV RI WKH GDWH RI JUDQW

JRU VHUYLFH EDVHG VWRFN DZDUGV FRPSHQVDWLRQ H[SHQVH LV UHFRJQL]J]HG RYHU WKH VHUYLFH SHULRG
FRQGLWLRQV FRPSHQVDWLRQ H[SHQVH LV UHFRJQL]JHG UDWDEO\ IRU HDFK YHVWLQJ WUDQFKH IURP WKH VFE
D SHUIRUPDQFH FRQGLWLRQ H[SHQVH LV UHFRJQL]JHG EDVHG RQ WKH SUREDEOH RXWFRPH RI WKH SHUIRUP
UHFRJQL]JHG UHJDUGOHVYV RI ZKHWKHU WKH PDUNHW FRQGLWLRQ LV XOWLPDWHO\ VDWLVILHG 6KDUH EDVHC

8QGHU RXU (PSOR\HH 6WRFN 3XUFKDVH 30DQ (633 HOLJLEOH HPSOR\HHV PD\ SXUFKDVH FRPPRQ VWREF!
PRQWHKIRLQJ SAHKIHLRGGLVFRXQW LV LQFOXGHG LQ WKH HNHWLRD VB RLI R G LN\UWDDUOK 16 W HRD W& HU RFRJQL]HG HOM @
SHULRG

8SRQ H[HUFLVH FDQFHOODWLRQ IRUIHLWXUH RU H[SLUDWLRQ RI VWRFN RSWLRQV RU XSRQ YHVWLQJ RU IF
YHVWLQJ GDWHV IRU HDFK YHVWLQJ SHULRG RQ D ILUVW LQ ILUVW RXW EDVLV DV LI HDFK YHVWLQJ SHULR(

) ICDQRID \BMP HON 1 RMV R & RQVRIEDWG ) LCDQFIDCE \BAMP HON




JRU WKH PDMRULW\ RI DZDUGV JUDQWHG WKH QXPEHU RI VKDUHV RI FRPPRQ VWRFN LVVXHG RQ WKH GDWH
SD\ LQ FDVK WR WKH DSSURSULDWH WD[LQJ D XW KRRHEGLIHDW RRQEWRD®D \RW RK W HEBOROWHWD[LQJ DXWKRULW\
DGGLWLRQ WKH DPRXQW RI WKH REOLJDWLRQ LV XQNQRZQ DV LW LV EDVHG LQ SDUW RQ WKH PDUNHW SUL

,QFRPBI[HV

:H FRPSXWH WKH SURYLVLRQ IRU LQFRPH WD[HV XVLQJ WKH DVVHW DQG OLDELOLW\ PHWKRG XQGHU ZKLFK
FRQVHTXHQFHV RI WVIHPRFWNVUEHBLZHHQ WKH ILQDQFLDO UHSRUWLQJ DQG WD[ EDVHV RI DVVHWYV DQG H PRHBIM
GHIHUUHG WD[ DVVHWY DQG OLDELOLWLHYV XVLQJ WKH FXUUHQW®O&WH®DRFWKIHG \WD [ VW D W H\K MFKD W KIRY/$OW W/[RDW
VHWWOHG

:HDVVHVV WKH OLNHOLKRRG WKDW ZH ZLOO EH DEOH WR UHFRXYHBXRMW ICHIBINDWIE RO BVRMMWAM R,Q URIE Rl
DOORZDQFH DJDLQVW WKH GHIHUUHG WD[ DVVHWV WKDW ZH HVWLPDWH ZLOO QRW XOWUPPWHG\ERHP DRBRMH
ZLWK UHVSHFW WR KROGLQJ RU GLVSRVLQJ RI FHUWDLQ L QNHWWXHQMW] W XW KHIUH RUWL RMX FRUF WIDQH MYV FRXOG

:H UHFRJQL]H WD[ EHQHILWYV IURP XQFHUWDLQ WD[ SRVLWLRQV RQO\ LI EDVHG RQ WKH WHFKQLFDO PHULW
H[DPLQDWLRQ E\ WKHKW DN I XBHKRHULWYV UHFRJQL]JHG LQ WKH ILQDQFLDO VWDWHPHQWYV IURP VXFK SRVLWLRQ
OLNHO\ WR EH UHDOL]JHG XSRH) XHOAVRURDLWH LNOHWHV BN WHRAG SHQDOWLHYV UHODWH®R WR/ XRQ HR B J @ H]QRE MRADK[RERH
&RQVROLGDWHG 6WDWHPHQWYV RI 2SHUDWLRQV

H UHFRJQL]H WKH WD[ LPSDFW RI LQFOXGLQJ FHUWDLQ IRUHLJQHMRDQH QUNVFRQ GBLHH GV BHIEOH H® ERFIR DN \BD
DQG ZLWKKROGLQJ WD[HV WKDW FRXOG EH LQFXUUHG RQ GLVWULEXMLRQNHR | LKH B WD MX B\RLGS B D8U LHD/U EIHFDVX
LQGHILQLWHO\ UHLQYHVW VXFK HOUHW QINPRLY® EQFHY GLIQRQ 8 6 HDUQLQJV DUH EDVHG RQ HVWLPDWHYV D(
ZRUNLQJ FDSLWDO DQG LQYHVWPHQW UHTXLUHPHQWY RI RXU QRQ 8 6 DQG 8 6 RSHUDWLRQV ODWHULDO Ft
MXULVGLFWLRQV FRXOG UHTXLUH UHSDWULDWLRQ RI LQGHILQLWHO\ UHLQYHVWHG QRQ 8 6 HDUQLQJV ZKLF

/HDVHV

/HDVHV FRQVLVW RI UHDO SURSHUW\ DQG PDFKLQHU\ DQG HTXLSPHQW 2XU OHDVH WHUPV PD\ LQFOXGH RS\
VXFK RSWLRQV )RU OHDVHV ZRWF¥KBXQWHIR BDBRIFLOMDVH DQG QRQ OHDVH FRPSRQHQWYV DV D VLQJOH OHDV
DQG QRQ OHDVH FRPSRQHQWYV VHSDUDWHO\ DQG GR QRW LQFOXGH WKH QRQ OHDVH FRPSRQHQWYV LQ RXU O
YDULDEOH DQG YDULDEOH OHDVH SD\PHQWV DUH EDVHG RQ RXWSXW Rl WKH XQGHUO\LQJ OHDVHG DVVHWYV

/RVV &RQWLQJIJHQFLHV

:H DUH VXEMHFW WR ORVV FRQWLQJHQFLHY LQFOXGLQJ YDULRXV OHJDO DQG UHJXODWRU\ SURFHHGLQJV
FRQQHFWLRQ ZLWK SURGXFW GHIHFWV DV ZHOO DV SURGXFW ZDUUDQWLHY DQG SRWHQWLDO DVVHW LPSDL
GXH WR VXGGHQ RU UDSLG GHYHORSP $QWW WQ POUWRH G HORMWI VUREP WXBPKPVRQWLQJHQFLHV LV UHFRJQL]JHG DV
EHHQ LQFXUUHG DQG WKH DPRXQW RI WKH ORVHWYPDXEWHJEEBYRQR E BHRWE UVERUMEERKOBVXIUHY RU SUHYLRX\
DGMXVWPHQWY DV DSSURSULDWH 6LJQLILFDQW MXGJPHQW LV UHTXLUHG WR GHWHUPLQH ERWK OLNHOLKRF
PRUH RI WKHVH PDWWHUV ZHUH UHVROYHG DJDLQVW XV IRU DPRXQWYV LQ H[FHVV RI PDQDJHPHQW V HVWLPL
DGYHUVHBWBIG

SHFHQWO\$,FMRROHBWLQJ 3URQRXEBBRISYP\ME 1RW

,Q IRYHPEHU W KSHF F RQQ @/RLCIO6 WD Q G B% G VVISRBRBEQWLQJ 6WDQGDUGY 8SGDWH $68 ,QFRPH 6WDW|
,QFRPH2([SHQVH 'LVDJJUHJDWLRQ 'LVFORVXUHV B6XEWRSLF "LV D7 K U6 BDIVWL RQWRH Q G A B P\M RS WHRDSAUHRPYHHQ WY U(
HQWLWLHV WR GLVFORVH LQ WKH QRWHV WR WKH ILQDQFLDO VWDWHPHQWY D GLVDJJUHJDWLRQ RI FHUWD
LQFRPH VW DWH FWDA GIBIB® ILWHHIRU RXU DQQXDO UHSRUWLQJ SHULRG EHJLQQLQJ LQ DQG IRU LQWHULP L
7KH VWDQGDUG PD\ EH DSSOLHG HLWKHU %UWYSHFWLY Bl G R RWH IRHOWEIRYESIAF@W M GYY DOXDWLQJ WKH WLPLQJ D
WKH LPSDF#SRRQ KLK/H SUHSDUDWLRQ RI RXU ILQDQFLDO VWDWHPHQW GLVFORVXUHV

) ICDQRIDC \BMP HON 1 RMV R & RQVRIEDWG ) LCDQAIDCE \BAMP HOW




,Q BHSWHPEHU $6% WX¥W98G '"HULYDWLYHV DRSAFHGIDQG 3HYHQXH IURP &RQWRBEWYV ZLWHUEXVWRPHW VY
5HILQHPHQWY DQG 6FRSH &ODULILFDWLRQ IRU 6KDUH %DVHG 1RQ FDVK &RIQW. X3 GDWHRIQ[FORB BV &XNRW REHHWI
H[FKDQJH WUDGHG FRQWUDFWYV ZLWK DQ XQGHUO\LQJ EDVHG RQ RSHUDWLRQS LRV REKNOOX 3G BIW H/ FIDLU L A MA
TRSLF WR D FRQWUDFW ZLWK VKDUH EDVHG QRQ FDVK FRQVLGHUDWLR®&HURWPDD GEYW RFHHIIR B LR XK B QW)X
UHSRUWLQJ SHULRGV EHJLQQLQJ LQ TKIHVKWHDQUGD IDGG RBWER @ SHOPHB WMGQJ D SURVSHFWLYH RUHPRGHILI
FXUUHQWO\ HYDOXDWLQJ WKH WLPLQJ DQG PHWKRG BR6ODBRSRXIROQL QDRQFDLDOHWWDRHWHEAWWYSDFW RI WKLV

,Q '"HFHPEHU  $6WKLH \%IBG *RYHUQPHQVRSUP QWWFRXQWLQJ IRU *RYHUQPHQW *UDQWV 5HRHY Y35 BWH X¢
DXWKRULWDWLYH JXLGDQFH RQ WKH DFFRXQWLQJ IRU JR¥KH @ W@ BB & Q WHHIRKF R X ¥ HIEQ B\X B OVD Q 8 VVQ WEIW Lk

ZLWK HDUO\ DGRSWHR @ VBBIQB8DW® P®\ EH DSSOLHG XVLQJ D PRGLILHG SURVSHFWLYH PRGLILHG DUHNVEDRY
HYDOXDWLQJ WKH WLPLQJ DQG PHWKRG RI DGR$B®BLRQ RRG D \QDHIALIDED WWKHWHPRSHEWYVR | WK LV

EECTTI - 5o 610 How

,Q WKH ILUVW TXDUWHU RI ZH PDGH DQ RUJDQL]DWLRQDO FKDQJH WR LQWHJUDWH RXU 1(; EXVLQHVV LQ
RWKHU EXVLQHVV U$HRQ BJQ RO \WHRQRG VHIPHQW GDWD KDYH EHHQ UHWURVSHFWLYHO\ DGMXVWHG WR UHIO
PRQLWRUV RXU RSHUDWLQJ VHIPHQW SHUIR®6 D QWH RNMBWONIH 6 HSWIHREBO \HDU ZH FRPSOHWIHGWBRHRG LW KL
GDWBWHUD V UHVXOWY RI RSHUDWLRQV DUH QR ORQJHU LREWXG B GV LIQ (RXQF EBR Q VRDOWGDMWH BHRIWH \LIQFFOXBW @&
SHULRGYV SUHVHQWHG WKURXJIKHHSWHREMHR FKDQJHV WR RXU &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV IR
WKH ILUVW TXDUWSHOWHUD VRWDWKBFWLRQ ZKLFK LV IXUWKHU GHVFULEHG EHORZ

:H RUJDQL]JH RXU EXVLQHVYV DV IROORZV

QWHO 3URGXFWYV
&OLHQW &RPSXWLQJ *URXS &&*
' 'DWD &HQVSHU &KQG
" ,QWHO )RXQGU\
$00 2WKHU
ORELOH\H
2WKHU

&&* '&%$, DQG ,QWHO )RXQGU\ TXDOLI\ DV UHSRUWDEOH RSHUDWLQJ VHIPHQWY :KHQ ZH HQWHU LQWR IHGH!

7KH DFFRXQWLQJ SROLFLHY DSSOLHG WR RXU VHJPHQWWXPFFPOWRRWKRMHEDSEVUIRG MR FEWHOUBNS MUK R®H R!
RSHUDWLQJ PDUJLQ LV DV IROORZV

,QMCB IRGXFW &&* DQG' &$,

' 6 HIP HOMHYHOXH FRQVLVWYV RI UHYHQXHV IURP HIWHUQDO FXVWRPHUV 2XU ,QWHO 3URGXFWV RSHUDWLQJ VH
IURP RXU SULQFLSDO SURGXFWV WKDW LQFRUSRUDWH YDULRXV FRPSRQHQWY DQG WHFKQRORJLHV LQFO
ZKLFK DUH EDVHG RQ ,QWHO DUFKLWHFWXUH

6HIP HOMW SHOMHY FRQVLVWY RI LQWHUVHJIPHQW FKDUJHV IRU SURGXFW P D QX | DH WXULL@®D OD (RX QG 0D VGIG RN K M
H[SHQVHV SURGXFW GHYHORSPHQW FRVWV DOORFDWHG H[SHQVHV DV GHVFULEHG EHORZ DQG GLUHFW I

QMO RXQR

6HIP HQMHYHQXH FRQVLVWY VXEVWDQWLDOO\ RI LQWHUVHJPHQW SURGXFW DQG VHUYLFHV UHYHQXH IRU ZDIH

,QWHO 3URGXFWV DQG FHUWDLQ RWHKHIHFRWE D] H QW WHQ D & JPXNQLV® HWHM XH EDVHG RQ WKH FRPSOHWLRQ

UHFRJQL]JHG XSRQ WUDQVIHU RI RZQHUVKLS ZKLFK LV JHQHUDOO\ DW WKH FRPSOHWLRQ RI ZDIHU VRUWL

WHVW PLOHVWRQHV ZKLFK DSSUR[LPDWHY WKH UHFRJQLWLRQ RI UHYHQXH RYHU WKH VHUYLFH SHULRG

SULFLQJ ,QWHO )RXQGU\ DOVR LQFOXGHV FHUWDLQ WKLUG SDUW\ IRXQGU\ DQG DVNHPEDR® QG WIHVIL R@
DQG PLOOLRQ LQ

6HIP HOM SHOWHV FRQVLVWY RI GLUHFW H[SHQVHV IRU WHFKQRORJ\ GHYHORSPHQW SURGXFW PDQXIDFWXULC(
FXVWRPHUV DOORFDWHG H[SHQVHV DV GHVFULEHG EHORZ DQG GLUHFW RSHUDWLQJ H[SHQVHV 'LUHFW }

) IGDQRIDCE \BMP HQN 1 RMV \R & RQVRIEDWG ) IGDQRIDCE \BAMP HQN




$Q@2 \WHU

2XU DOO RWKHU FDWHJRU\ LQFOXGHV WKH UHVXOWV Rl RSHUDWLRQV IURP RWKHU QRQ UHSRUWDEOH VHJP
VXSSRUW RXU LQLWLDWLYHV DQG KLVWRULFDO UHVXO0W$GRW RISBFWILW HREH/S WHRPBEMYHHWIV A BX VR RV V B VZ KR
ZDV GHFRQVROLGDWHG IURP RXU &RQVROLGDWHG )LQDQFLDO 6RACOMHPHI W\ VRROR ZL@G RX\M VE/OIRGHEIID IR F BAPH
UHVXOWYV RI RSHUDWLRQV ZHUH LQFOXGHG LQ RXU DO ®VRRVKEHE WHDMEHIR U\ W K U R X UK USHVBBM MB-EG-MU Q AHHRUXHAMH
PHWKRG LQYHVWPHQWF BHHLMWRVRIQV DQG 'LYHVWLWXUHV ZLWKLQ 1RWHV WR &RQV R @KE DWGIIBQ)ALDID B HVX GW
FDWHJRU\ LOFOXGH LQWHUVHJPHQW SURGXFW DQG VHUYLFHV UH¥GIWMKHDQ QA @YY U ¥ WIHH QPR & GSH QMHIP 1I3Q ¥
FRQVROBODAMHOG

:H DOORFDWH RSHUDWLQJ H[SHQVHV IURP RXU VDOHVY DQG PDUNHWLQJ JURXS WR WKH ,QWHO 3URGXFWYV R¢
JHQHUDO DQG DGPLQLVWUDWLRQ JURXSV WR RXU UHSRUWDEOH RSHUDWLQJ VHIPHQWYV

:H HYWLPDWH WKDW WKH VXEVWDQWLDO PDMRULW\ RI RXU FRQVROLGDWHG GHSUHFLDWLRQ H[SHQVH ZDV L
VXEVWDQWLDOO\ LQFOXGHG LQ RYHUKHDG FRVW SRROV DQG WKHQ FRPELQHG ZLWK RWKHU FRVWYV DQG VXt
SURFHVV DQG LV VROG WR ,QWHO SVYRGXNHAWXORW RWKHNWULPSWWRWHBPVEOH WR GHWHUPLQH WKH WRWDO GHSUI
BURGXFWYV RSHUDWLQJ VHIPHQW V RSHUDWLQJ LQFRPH ORVV

:H GR QRW DOORFDWH WKH IROORZLQJ FRUSRUDWH RSHUDWLQJ H[SHQVHV WR RXU RSHUDWLQJ VHIJPHQWYV

' UHVWUXFWXULQJ DQG RWKHU FKDUJHV
" VKDUH EDVHG FRPSHQVDWLRQ DQG
FHUWDLQ DFTXLVLWLRQ UHODWHG FRVWY LQFOXGLQJ DPRUWL]DWLRQ DQG DQ\ LPSDLUPHQW RI DFTXLVL'

:H GR QRW DOORFDWH WKH IROORZLQJ QRQ RSHUDWLQJ LWHPV WR RXU RSHUDWLQJ VHIPHQWYV

JDLQV DQG ORVVHV IURP HTXLW\ LQYHVWPHQWYV
" LQWHUHVW D@® RWKGE U
" LQFRPH WD[HV

2XU &(2 LV RXUTRR'@2'0 XVHV VHIPHQW UHYHQXH DQG VHIJPHQW RSHUDWLQJ LQFRPH ORVV WR HYDRMNDMWH t
ILQDQFLDO PHDVXUHVY DUH XWLOL]JHG GXULQJ RXU EXGJHWLQJ DQG IRUHFDVWLQJ SURFHVV WR DVVHVV SURI
DQG SHUVRQQHO DFURVV DOO RSHUDWLQJ VHIPHQWY 6HJPHQW RSHUDWLQJ UHVXOWY UHJXODUO\ UHYLHZH
DWWULEXWDEOH WR HDFK VHIJPHQW 3ULRU WR WKH VHFRQG TXDUWHU RI RXU &2'0 UHJXODUO\ UHYLHZH
VHIPHQWWKDYH UHFDVW SULRU SHULRG VHIJPHQW RSHUDWLQJ UHVXOWYVY WR UHIOHFW WKH VL HQEHCFDQ@NODON A
SURFXUHPHQW WUHDVXU\ DQG DVVHW PDQDJHPHQW IXQFWLRQV DFURVV WKH HQWHUSULVH DQG GR QRW PD
RXU &2'0 UHFHLYH WRWDO DVVHW LQIRUPDWLRQ E\ VHIJPHQW IRU SXUSRVHV RI DVVHVVLQJ VHIJPHQW SHUIRL

,QMYHI P HOMIP ICDWRQY ,QWHUVHJIJPHQW VDOHYVY DQG UHODWHG JURVV SURILW RQ LQYHQWRU\ UHFRUGHG DW WKH
FRQVROLGDWLRRHS XQVMROUHBWRGXFWY RSHUDWLQJ VHIPHQWY DQG ,QWHO )RXQGU\ DUH PHDQW WR UHIOHFW "
7KXV FHUWDLQ LQWHUVHJPHQW DFWLYLW\ LV FDSWXUHG ZLWKLQ WKH LQWHUVHJPHQW HOKBRVYICAWIRQWWXSH
WR LQYHQWRU\ UHVHUYHV ZKLFK DUH GHWHUPLQHG DQG UHFRUGHG EDVHG RQ RXU DFFRXQWLQJ SROLFLHV
XSRQ WUDQVIHU RI LQYHQWRUD IURPHQYWHDV)REEQWWLILHG WKDW UHODWHVY WR QHLWKHUW RM H 6 \BRHIRGK EW \U K
DFWLYLW\ ZLWKLQ WKH LQWHUVHJPHQW HOLPLQDWLRQV IRU ,QWHO RQ D FRQVROLGDWHG EDVLYV

) ICDQRIDCB \BMP HON 1 RMV R & RQVRIEDWG ) LCDQFIDCE \BAMP HON




IHW UHYHQXH FRVW RI VDOHVY DQG RSHUDWLQJ H[SHQVHVY DQG RSHUDWLQJ LQFRPH ORVV IRU HDFK DQQXTL

<HDU( QGHG ,Q0 LaRQV CHE

| QMCB LRGXFW

7RMIQ QWO &RERIDM QMIHI P HW
88&* &3, 3URGXFW QMO RXQGU $@2 \WHU 8 QDARFDWG (TP IQMRQV 7RO RQVRIGDWG

5 HYHQXH 2
&RWR VDBV DQG RSHIMQY H SHOHY
2 SHIDWQJ LOFRP H ®RW

<HU( QGHG ,Q0 LaRQV " H

,QWMCB LRGXFW

7RVIQ QWO &RSRIDM QMUIHI P HOW
&8&* " &8, 3RGXFW QMO RXQGU $ @2 WHU 8 QDURFDWG (P IQMRQV 7RO RQVRIGDMG

5 HYHQXH 2
&RWR VDBV DQG RSHIMQY H SHOWHY
2 SHIDWQ) IQFRP H ®RW

<HDU( QGHG ,QO LARQY CHE

,QWMCB LRGXFW

7REQQMO &RUSRIDM QMYWHI P HQW
&&* &3, 3RGXFW QMO RXQGU $ @2 \WHU 8 QDARFDMG (TP IQDWRQV  7RWIORRQVRIGDMG

5 HYHQXH 2
&RWR VDBV DQG RSHIMGY H SHQVHY
2 SHDWQ) LOFRP H BRW

&RUSRUDWH 8QDOORFDWHG ([SHQVHYV

&RUSRUDWH XQDOORFDWHG H[SHQVHV LQFOXGH FHUWDLQ RSHUDWLQ/KH[QB@XH\H RR W O DOHR HPES¥HISHWAR FDBH Y
UHVWUXFWXULQJ DQG RWKHU FKDUJHV VKDUH EDVHG FRPSHQVDWLRQ DQG FHUWDLQ DFTXLVLWLRQ UHODWI

<HDUV (QGHG ,Q 0LOOLRQV "HF "HE "HE

6KDUH EDVHG FRPSHQVDWLRQ
SHVWUXFWXULQJ DQG RWKHU FKDUJHV
$FTXLVLWLRQ UHODWHG FRVWYV
2WKHU

7TRWDO FRUSRUDWH XQDOORFDWHG H[SHQVHV

6HH 1RM 5 HAKAXUQ) DQG2 WHUEKDUHY Z WIQ 1 RV \R & RQVRIEDWG ) LGDGFIDGE VIR HQW IRUIXUHUIQRIP DIRQ

&RQFHQWUDWLRQ RI 5HYHQXH

,Q VXEVWDQWLDOO\ DOO RI WKH UHYHQXH IURP RXU WKUHH ODUJHVW FXVWRPHUV ZDV JHQHUDWHG IURI
VHIJPHQWYV 2XU WKUHH ODUJHVW FXVWRPHUV DFFRXQWHG IRU WKH IROORZLQJ SHUFHQWDJHV RI RXU QHW U

<HDUV (QGHG "HF "HF "HF

&XVWR®PHU

&XVWRPHU %

&XVWRPHU &

7TRWDO SHUFHQWDJH RI QHW UHYHQXH

) ICDQRIDCB \BMP HON 1 RMV R & RQVRIEDWG ) LGDQFIDCE \BAMP HON




IHW UHYHQXH E\ UHJLRQ EDVHG RQ WKH EIDO/ODRQJRRFRIWLRQ RI WKH FXVWRPHU

<HDUV (QGHG ,Q OLOOLRQV "HE "HE ‘HE
8QLWHG 6WDWHYV

&KLQD

6LQJDSRUH

7DLZDQ

2WKHU UHJLRQV
7TRWDO QHW UHYHQXH

EETIN 02 ROMRmY QHHAY

1RQ &RQWUROOLQJ 2ZQHU"
"HF ‘HF

,UHODQG 6&,3

$ULJRQD 6&,3

ORELOH\H

,06 1DQRIDEULFDWLRQ ,06 1DQR

,Q OLOOLRQV ,UHODQG 6&,33UL]RQD 6&,3 ORELOH\H ,06 1DQR 7RWDO

1RQ FRQWUROOLQJ LQWHUHVWYV DV RI 'HF 2 2

3DUWQHU FRQWULEXWLRQV 2 2 2

&KDQJHV LQ HTXLW\ Rl QRQ FRQWUROOLQJ LQWHUHRVW KROGHUV?2

1HW LQFRPH ORVV DWWULEXWDEOH WR QRQ FRQWUROOLQJ LQWHUHVWYV

1RQ FRQWUROOLQJ LQWHUHVWYV DV RI 'HF 2

3DUWQHU FRQWULEXWLRQV 2 2 2

3DUWQHU GLVWULEXWLRQV 2 2 2

&KDQJHV LQ HTXLW\ RI QRQ FRQWUROOLQJ LQWHUHRVW KROGHUV?2 2

1HW LQFRPH ORVV DWWULEXWDEOH WR QRQ FRQWUROOLQJ LQWHUHVWYV

1RQ FRQWUROOLQJ LQWHUHVWYV DV RI 'HF

3DUWQHU FRQWULEXWLRQV 2 2 2

3DUWQHU GLVWULEXWLRQV 2 2 2

&KDQJHV LQ HTXLW\ RI QRQ FRQWUROOLQJ LQWHUHRVW KROGHUV?2 2

1HW LQFRPH ORVV DWWULEXWDEOH WR QRQ FRQWUROOLQJ LQWHUHVWYV

1RQ FRQWUROOLQJ LQWHUHVWYV DV RI 'HF

6HPLFRQGXFWRU &R ,QYHVWPHQW 3URJUDP

HDQG6&,3

,Q WKH VHFRQG TXDUWHU RI ZH FORVOIRS (0 WRIO QIVMDIRW RRQ/ DIOMKRUHVW LQ DQ ,ULVK OLPLWHG OLDELOLW

ELOOLRQ ZKLFK LQFUHDVHG RXU FDIIFRRY R@L B AM M WK IH SIDHIMX B @RV RIW, B RXDIQGR Q&,ROLGDWHG )LQDQFL
WKH SULPDU\ EHHQQH URMAW ULEXWLRQV ZLOO EH UEBNIHGHB Q UHDFF KUHDYCH)/GV R&J, 3/ UHV S HF WR Y H KRZEEH, QWKH.GHIIL
6&,3KDV ULJKWV WR IDFWRU\ RXWSXW RI DQ ,QWHO RZQHG ZDIHU IDEULFDWLRQ SODKW H\@D,UGI ¥BRQE RDPEHUV
ZH DUH HQJDJHG DV WKH )DE RSHUDWRU LQ H[FKDQJH IRDVHBUR Q BKHSDHOHDQWHG | LDRERV RIH CROXQAGS B &, 3

) ICDQRIDCB \BMP HON 1 RMV R & RQVRIEDWG ) LGDQAIDCE \BAMP HON




H DUH UHTXLUHG WR VXEVWDQWLDOO\ FRPSOHWH FRQVWUXFWLRQ RI )DE LQ DFFRUGDQFH ZLWK FRQWUD
GDPDJH¥SWAOR WKH RWKHIU QQLYGIY WU Q R WE WAROH R-@ M R W R'WIDRE H U DQG 'HFHPEHU ZH H[SHF
PLOHVWRQHV IRU )DE ZRXOG EH GHOD\HG DV ZH UHILQHG RXU QHDU WHUP SURGXFWLRQ FDSDFLW\ UHTXL!
LUHODQGDO & BH QW UHVXOW LQ ZH UHFRJPILOHG QR R QW DAGRPWIKKI FKDQJH LQ IDLU YDOXH RI WKH
ZKLFK TXDOLI\ DV D QRQ GHVLJQDWHG GRWKHDWLNAU XHRBUOE BEQO)HRVEREYE IGR QJ W HRIWP ORDEDQRWLMHW RI 'HFH

PLOORRMKHQ ORQJ WHWPROLBEHOEWUHV 5HIHU WR 1RWH "HULYDWLYH )LQDQFLDO ,QVWUXPHQWYV
DGGLWLRQDO LKRR UK ZWLRGHFW FHUWDLQ FRQVWUXFWLRQ GHOD\V LQ WKH QHDU HVEIUPO ZEHH LLGHW M QGH\E RWARRR €
TXDQWLWLHV RI WKH UHODWHG IDFR®ZHRAXWOOX BHI VR EMUHAWD\WE BRUWDLQ YROXPH UHBDVOHGE @D B WVJWK H BI\DL
FRQVWUXFWLRQ LV FRPSOHWH RU WKH WKLUG TXDUWHU RI

$V Rl '"HFHPEHU DQG '"HFHPEHU RWKHU WKDQ FDVK DQG \POEAKWHTQW Y DOEBQWYOKROW KEH UHPDDL. QG C
6&,3ZHUH HOLPLQDWHG LQ RXU &RQVROLGDWHG %DODQFH 6KHHWYV
$URD6&,3

H FRQVROLGDWH WU JRHODX O WAL WHBQOLDELOLW\ FRPSDQ\ $UL]JRQD 6&,3 D 9,( LQWR RXU &RQVROLGDWHGC
&RQWULEXWLRQV DQG GLVWS$SUWUEPRQDRB @ DCHHEMVRIWHDUH JHQHUDOO\ PDGH EDVHG RQ RXU D Q G$% UJRRONDI L6HG

:H DUH WKH SULPDUWER®HIERLBUDRWRULHY VWLOO SDYWLYRQD\6XQE HAH KFDONHWW KAWILR®WEWR GLUHFW KRZ I
DVVHWY ZLOO EH XVHG DQRG WRHSXDHRKDRHWSXW 'XULQJ WKH \HDW HRQ B G &HBHPE MKH ILUVW WUDQFKH RI P
VHUYLFH PDNLQJ WKH DVVHWY DYDLODEOH IRU RXU XVH :KHQ WKH SURGXFWLRQ FRQWUD FW IFJRRFOFH B &/ HVL D(
SURGXFWLRQ OHYHOV DQG ZLOO EH UHTXLUHG WR OLPLW H[FHVV LQYHQWRU\ KHOG ROWLUWEBDR&&ZH ZLOO EF

7KH SURSSHADMW DQG HTXLSPHQBWUDMVHIHWEERFZ QEBOK\GHG LQ RXU &RQVROLGDWHG %DODQFH 6KHHWYV DV RI 'H
WKH\ FDQ EH XVHG RQO\ WR VHWWOH REOLJDWLRQV RI WKH 9,( ERQULR@EHGORIRERRVY WU XHFMHREHUQ SURJWHY
EHHQ SODFHG LQWR EHOG®GLRK® RQRQH DV RI '"HRHPEPHEDLQLQJ DVVHWY¥UDLQREQO LESHB® IVDILIPY RDWHG LQ RXU &RC
6KHHWYV

ORELOH\H

:H FRQVROLGDWH RXU PDMRULW\ RZQHG VXEVLGLDU\ ORELOH\H SXUVXDQWPW®ROWRE RR W KQ J0REWOIH\HY SOPR ¢
VKDUHIW VXEVHTXHQW (PLORQBQ RISWKID &OWY Y D VIHERQ@G D UH U HRIHIRELQH\H V RXWVWDQGLQJ FOISU W B D WHVR
UHFHLYHG QHW SURPHIOHGR ®| &R QREUOHQWONSXUFKDWPHGAUR® RI$VBKB BHODMUSY Rl "HFHPEHU ZH FRQ\
WKH UHPDLQRLQUOLRQ OREBO/H\PIUKGDIWNRP WKH FRQYHUVLRQ LQ DGGLWLRQ WR\RXH ZHEO LKRQ@W LIREL OWR H RQ"
ORELOH\H WKH LPSDFW RI WKHLU VKDUH UHSXUFKDVH ZDV HOLPLQDWHG LQ RXU &RQVROLGDWHG )LQDQFLD
WR RXU ORELOH\H UHSRUWLQJ XQLW ZDV DWWULEXWHG WR ,QWHO DQG WR QRQ FRQW URCRILALD DQ & HW K V@V 1K
&RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

,06 IDQRIDEULFDWLRQ

,Q ZH FORVHG DJUHHPHQWYV WR.QROOWD ¥RPERIHHG RXU ,06 EXVLQHVV ZKLFKH VBQWWORHRXR FRQY ROLIG
PDMRULW\ RZQHG VXEVLGLDU\ SXUVXDQW WR WKH YRWLQJ LQWHUHVW PRGHO LQWR RXU &RQVROLGDWHG )L

) IGDQRIDCE \BMP HQN 1 RMV \R & RQVRIEDWG ) IGDQFIDCE \BAMP HQN




FEI ( D.0Q1V / RW 3 HUB KDUH DQG 6 \RFNKRGHWY ( TXIW

:H FRPSXWHG EDVLF HDUQLQJV ORVV SHU VKDUH RI FRPPRQ VWRFN EDVHG RQ WKH ZHLJKWHG DY HUPRHSX
GLOXWHG HDUQLQJV ORVV SHU VKDUH RI FRPPRQ VWRFN EDVHG RQ WKH ZHLJKWHG DYHUDJH QXPEHU RI VF
VWRFN RXWVWDQGLQJ GXULQJ WKH SHULRG LI DSSOLFDEOH

<HDUV (QGHG ,Q OLOOLRQV $RRXWWBHU 6KDUH 'HF 'HF 'HF
1IHW LQFRPH ORVV

/HVV QHW LQFRPH ORVV DWWULEXWDEOH WR QRQ FRQWUROOLQJ LQWHUHVWV

I1HW LQFRPH ORVV DWWULEXWDEOH WR ,QWHO

:HLJKWHG DYHUDJH VKDUHV RI FRPPRQ VWRFN RXWVWDQGLQJ2EDVLF

'LOXWLHWHWHRI HPSOR\HH HTXLW\ LQFHQWLYH SODQV DQG VWRFN LVVXDQFHV 2 2
:HLJKWHG DYHUDJH VKDUHV RI FRPPRQ VWRFN RXWVWDQGLQJ2GLOXWHG

(DUQLQJV ORVV SHU VKDUH DWWULEXWDEOH WR ,QWHOZEDVLF

(DUQLQJV ORVV SHU VKDUH DWWULEXWDEOH WR ,QWHO2GLOXWHG

) RUWH\ HDUHQGHG' HRHP EHU Z H KDYH IQFO(GHG \WH Z HI K\WWG DYHIDI H 1P SDFW R ( VIFURZ HG 6 KDUHV \WDVDUH QRAFRQI) HQU® M/XDE®! 5 HHUMR DEAMRQDOGVFXWIRQ XQGHUKH 8 6
* RYHUGP HQV$ J UHHP HQW VHRAIRQ EHBZ

SRWHQWLDOO\ GLOXWLYH VKDUHV RI FRPPRQ VWRFN IURP HPSOR\HH HTXLW\ LQFHQWLYH SODQV DQG VWRFN
H[HUFLVH RI RXWVWDQGLQJ VWRFN RSWLRQV WKH DVVXPHG YHVWLQJ RI RXWVWDQGLQJ 568V DQG WKH DV\

7KH GLOXWLYH LPSDFW IURP WKH DVVXPHG LVVXDQFH RI FRPPRQ VWRFN DVVRFLDWHG ZLWK FRQWUDFWXDO
SURJUDP GHILQHG EHORZ WKDW VHWWOHG GXULQJ WKH \HDU HQGHG '"HFHPEHU LV GHWHUPLQHG IUF
WR WKH GDWH WKH (VFURZHG 6KDUHV DUH UHOHD YV HG URU OMFE W KWK BNV A RIQRAHU /WS R IY O PWULIR@QVIPE RALIRY V: LQF
RI GLOXWHG (36 XVLQJ WKH WUHDVXU\ VWRFN PHWKRG

JRU WKH \HDUV HQGHG 'HFHPEHU DQG 'HFHPEHU WKH DVVXPHG H[HUFLVH RI RXWVWDQGLQJ VW|

LVVXDQFH RI FRPPRQ VWRFN XQGHU WKH VWRFN SXUFKDVH SODQ DQG WKH DVVXPHG LVVXDQFH RI FRPPRQ

UHOHDVHG DQG D FRQWUDFWXDO FRQYHUVLRQ IHDMPW HR QDE LDXNCH E OEROH/ &G \DKQD D @ WL G LOKWHLMHFB X GH G

VKDUH )RU WKH \HDU HQGHC PLOOLRQ DQWL GLCPAWIOYRC ZHUH H[FOXGHG IURP WKH FRPSXWDWLRQ RI GL
VHFXULWLHV WKDW ZRXOG KDYH EHHQ DQWL GLOXWLYH ZHUH LQVLJQLILFDQW

( TXIW ,WXDQFHV
3ULYDWH 30DFHPHQW 6KDUH 6DOH WR 6RIW%DQN *URXS
2Q8XIXVW ZH HQWHUHG LQWR DQ DJURIHPGIGRA) W R DLW\ HR IDRGUVAHRORP R Q VW R F I$ FAUR VAFRD W46 DUGH\S U BIR XK W

FDVK SXUFKDVH SEHLE@KRIQLVVXDQFH DQG VDOH RI WKH VKDUHYVY ZDV FRPSOHWHG RQ 6HSWHPEHU

8 6 *RYHUGBHBMPHQWYV

2Q8XIXVW ZH HOQOWHUHG LQW RS WKHH B HQ WRX IHWIQ FAHKHV' 2& 3XUVXDQW WR WEHUWHRRE VR | WKHH )&H & HURDYGH ¢
8QLWHG 6 WPMWUHWRI8 6 JRYHUQPHQW DJUHHG WR PDNH GLVEXUVHPHQWY WR XV FRQVLVWLQJ RI WKH DF
IRYHPEHU 'LUHRWUNRBH@W XQGHU WKH &+,36 IFQ\VGRBIFLHQESR®6 ZLWK WKH '2& LQ WHKEH OPRX@W@ELOOLRQ F

GLVEXUVHPHQWYV LQ UHVSHFW RI RXU H[LVWLQJ DJUHHPH®@AWZ B WKXWKH GFO DY SURPHIRRV B BBHWHW R H GG 316
FRPPLWPHQWYV SXUVXDQW WR WKH WHUPV B G RERIHELWDLRIQR/QRW B HE K H H) ETRIRD YN DFPGI®IW LRD WR WKH '2& V
GLVEXUVHPHQWYV WKH FRPSDQ\ DJUHHG WRPLUDXRQVRKW KH V2RI RIX UXBRW®RRIQOOWR®E NZ RIOTK EFKLVVXHG RQ WK
6WRFN ,VVXDQFALD®QIGRQ ZRX0OG EH LVVXHG LQWR HVFURZ WR EH UHOHDVHG DV GLVEXUVHPHQWY DUH UHFH
H[HUFLVDEOH WR SXUFKDYIRRSVWRUHYV Rl RXU FRBARQ/NIEHBR:@MWY LI ZH ZHUH WR FHDVH WR GLUHAWXURIR
EXVLQHDYUDQW &RGGELW&RDVR DIUHHG WKDW WR WKH PD[LPXP H[WH®@WUSRB®LYVYWE QB \X SEHRIXDSIHNF BYXH
GLVFKDUJHG RWKHU WKDQ ZLWK DK 8HF W RWRI 68 P XQW (QRFDHDHE WR PDNH WKH GLVEXUVHPHQWY LQ UHVSHE!
(QFODYH DQG DJUHHG WR ZRUN ZLWK XV WR PDNH DSSURSUS WWHJ BB HQBR QYWY PR 6 HRURMGD. I QF R WILWR @ \R B/GRL WK

20Q$XJIXVW WKH FORVLQJ RI WKH WUDQVDFWLRQV$5FBRMHPGW RWHBUEAHEBK 2 @ B X ER YGDMIIP HQ W

ZH DQG WKH '2& HQWHUHG LQWR P OPWQBPRQWRWKMWKHMKLQIJY UHPRYHG WKH SULRU SURMHFW PLOHVW
GLVEXUVHPHQWV®&XQGHU WKH ')

) ICDQRID \BMP HON 1 RMV R & RQVRIEDWG ) LGDQADCE \BAMP HON




" ZH UHFHLYHG IURP WKHLQ@QLWKRHRI UHPDLQLQJ SRWHQWLBO GLVEXUVHPHQWY XQGHU WKH ")
" ZH LVVXHG WR WKHPR2@GOWREB VKDUH &RPPRQ 6WRFN ,VVXDQFH

ZH LVVXHG WR WHKH UZRQWKHW.R SXUFKIDO/HLRY WRDUHV RI RXU FRPPRQ VWRFN VXEMHFW WR DQWL GLOXWL
FRPELQDWLRQV RU UHFODVVLILFDWLRQV DQG

" ZH LVVXHG LQWR HPEORZRMKEHVFURZHG 6KDUHV IRU WKH EHQHILW RI WKH '2& WR EH UHOHDVHG DV WKH FI
86 JRYHUQPHQW XQGHU 6HFXUH (QFODYH

7KH (VFURZHG 6KDUHV ZLOO EH UHOHDVHG IURP HVFURZ DV DQG ZKHQ 6HFXUH (QFODYH GLVEXUVHPHQWYV D
Rl (VFURZHG 6KDUHV WR EH LVVXHG ZLWK UHVSHFW WR HDFK 6HFXUH (QF®HY IV KR WHXUMHAPHQW EEQL QVFE&RW Ik
EHHQ UHOHDVHG IURP HVFURZ DW WKH HQG RI WKH SHULRG GXULQJ ZKLFK ZH DUH HOLJLEOH IRU 6HFXUH (Q
HVFURZ WR WKH '2& DW VXFK WLPH ZLWK QR DGGLWLRQDO FRQVLGHUDWLRQ SD\DEOH WR XV ZLWK WKH RWI

,Q 4 ZH UHFHLEHWOLRQ IURP WKH '2& DQG DWWULEXW HW®KWIKH IS YW BIQSE Q IVIRQ W W K XR/N QB IR GMRRIQ LWK/DUDHM
VWRFN WKH LWXDmMEFWWWR SRUBRKRDRE VKDUHY DQG WK QVRAOYFHRZIHGRBRBPOKEHG WKDW WKH PBERBR@ W WI
FODVVLILHG ZLWKLQ SHURDDQHQW. HHG X MH (VFURZHG 6KDUHAKLBPY RPD/VHUHFRWGEME DWDELIOLWDOXH DW LQFHSWI
UHFRUGHG VQRMUHRIXHKW DA \R WIKHBR XU &RQVROLGDWHG 6%/FP R b6 HIGINDORIRFDPNMUMDGDWHKEQ LQ FDVK SURFHHGV Ul
GDWH WR WKH GHULYDWLYH OLDELOLW\ IRU WKH (VFURZHG 6KDUHV DW IDLU Y MDQXH QM W & DAWKHG LIRHP BVIKHLLQJJ U

$V GLVFORVHG ZLWKLQ RXU 4 JRUP 4 RXU DFFEHRYXQWRRQWRIDWKHRBSSOHRDRGQ PWQWKFK ZH YROXQWDUL
ZLWK WKRIVWWIH 6(& 'XH WR WKH 8 6 JRYHUQPHQW VKXWGRZQ ZH ZHUH XQBEHORUMRRFRRBOIXGH RRUPFRQVNXA
'"HFHPEHU WKRNSWOHWHG LWV UHYLHZ RI RXU DFFRXQWLQJ SRVLWLRQ DQG LQIRUPHG XV WKDW WHRHIHRE(
REMHFWHG WR RXU SRVLWLRQ WKDW UHFHLSWV IURP WKH 8 6 JRYHUQPHQW XQGHU WK JIBHAXRHQ V) VERXID G
DFFRXQWHG IRU DV D JERNHRIUCGIHRVKDYBQMYLVHG RXU DFFRXQWLQJ GXULQJ WKH IRXUWK TXDUWHU RI VX
LV DFFRXQWHG IRU DV SURFHHGV IURP WKH LVVXDQFH RI HTXYL W\ ULKQVROW & RWBEWRIOIL G DWDHX HLRIDW R HD@®HGW B BN
RI '"HFHPEHU RUOOLRQ KDV IDFWRUHG LQ WKH SUHVHQW YDOXH RI H[SHFWHG IXWXUH GLVEXUVHPHQWYV
7KH UHPDLQGHU RUOMKIRQ LQ SURFHHGY UHFHLYHG LQ 4 KDV EHHQ DOORFDWHG RQDD UWHDVDW L,Y HZ H DA RJUYLC
RXU UHYLVHG DFFRXQWLQJ SRVLWLRQ WR WKH &RQVROLGDWHG &RQGHQVHG )LQDQFLDO 6W D WIHPHICRDVWR/ R
DQG DQ LQFUHEV® ®RUIRQ WR WRWDRLWVRNWRKEBGEHROQMROLGDWHG &RQGHQVHG %DODQFH 6KHHW

%»DVHG RQ DQ DQDO\VLV RI TXDQWLWDWLYH D Q GFIPRXMUILIDN LAWHDIQE IV RE ERESQ ED EF RS BB Q¥ GIGRILOWK&KDQJIHV DQ
LQFOXGRIRISLF 6 BIWF 0 $VVHVVLQJI ODWHULDOLW\ ZH FRQFOXGHG WKDW WKHVH UHYLVLRQV ZR
&RQVROLGDWHG &RQGHQVHG )LQDQFLDO 6WDWHPHQWY DV SUHVHQWHG LQ WKH 4XDUWHUO\ 5HSRUW RQ )RU
RQ 1RYHPEHU

'XULQJ ZH UHFRJIJBRLOHGRQ UHODWHG WR WKH QHW FKDQJH LQ IDLU YDOXH RI ERWK (VFURZHG 6KDUHV Ut

7KH IDLU YDOXH RI WKH (VFURZHG 6KDUH\W GGILRQY MW YHFBRBEHUOLW)\ ZDXKLFK ZRWIOHUWH WAHARIH®EBEEADUE
WHUP OLDEUQRQWLHYV ZH UHOHMKOMHR® (VFURZHG 6KDUHV ZKLFK ZH UHFRJQL]JHG DV LVVXDQFHV RI FRPPRQ VW|
XQGHU 6HFXUHK@F®DYBLRQ (VFURZHG 6KDUHV WKDW ZHUH QRW FRQWLQJHQWO\ L¥MNXHDHERHHQMD i B & HR BHWM QHL |
FRPSXWDWLRQ RI EDVLF (36 IRU WKH \HDZKH QGIROG L' PE@IOHHRY (VFURZHG 6KDUHV DUH FRQWLQJHQWO\ LVVXDE
XQGHU 6HFXUH (QFODYH DQG WKHUHIRUH WKH\ DUH H[FOXGHG IURP EDVLF DQG GLOXWHG (36 XQW DQ WDKHWVFI
EHHQ H[FOXGHG IURP DOO EDVLF DQG GLOXWHG (36 FDOFXODW L QW DRW W HOH MHOQ K L MXE HIGF XHFIHHPEW O\ QRU H

7KH ELOOLRQ SUHYLRXVO\ UHPRGY&HHGF XQB HQ MDY M) SURJUDPV SU ISRU MHP MKW 6 BWHRYHRRQIPGWQWXEMHFW W
DFFRXQWLQ6HR OILRFWH 2WKHU )LQDQFLDO 6WDWHPHQW 'HWDLOV"™ ZLWKLQ 1RWHV WR &RQVROLGDWHG )LQCL

3ULYDWH 30DFHPHQW 6KDUH 6DOH WR 19,',$

2Q 6HSWHPEHU ZH HQWHUHG LQWR DQ DPUBBERRQW K\DRJHVVXIHRXQGF R DRRDQ 8 WIRFNFRNEB YEDWBH UHSUHVI
DJJUHJDWH FDVK SXUFKEVO@XREHWMVXIDQFH DQG VDOH RI WKH VKDUHV ZDV FRPSOHWHG RQ '"HFHPEHU

) IGDQRIDCE \BWMP HQN 1 RMV \R & RQVRIEDWG ) IGDQFIDCE \BAMP HQN




EE 2 ) (QDGRIDGE AP HOW HBY

SHVWULFWHG &DVK

:H KDYH PLOOLRQ RI UHVWULFWW&HD QR Q O MZHUAK IBYMHWVERQVROLGDWHG %DODQFH 6KHHWYV DV RDVHKFHPEH
HTXLYDOHQWYV DQGLOQHWWH LSRNH/E®R GDEFRWHG 6 W DAKHPHWWWURF\WBGKFDORKZVHUYHY DV FROODWHUDO IRU WKLU
FRQVLGHUHG OHJDOO\ UHVWULFWHG GXH WR OLPLWDWLRQV RQ XVDJH DQG ZLWKGUDZDO

$FFRXQWY 5HFHLYDEOH

:H VHOO FHUWDLQ RI RXU DFFRXQWYV UHFHLYDEOH RQ D QRQ UH RRDFRWHS BADK/H YV HWR UM QIVIDE V8 DRIGW DL\VQ B D 6 HIVC
SURFHHEDVVIKVSURYLGHG E\ RSHUWDWKRJIKXBRRW RVOLWDHWWHG 6 WDHBWHARKQWYV BHEBIVKDEIRZYROG XQGHU QRQ UHFRX

ELOOLRQ GXULEUIOOLRQ GXULQJELODIR) G¥UWERU WKH VDOH RI RXU DFFRXQWY UHFHLYDEOH ZH H[SHFW
UHPLW LW WR WKH WKLUG SDUW\ ILQDQFLDO LQVWLWXWLRQ

,QYHQWRULHV

,Q OLOOLRQV ‘HF ‘HF
5DZ PDWHULDOV

: RUN LQ SURFHVV

JLQLVKHG JRRGV

7TRWDO LQYHQWRULHV

SBURSHBWDQW DQG (TXLSPHQW

,Q OLOOLRQV "HF "HF
/DQG DQG EXLOGLQJV

ODFKLQHU\ DQG HTXLSPHQW
&RQVWUXFWLRQ LQ SURJUHVV

7RWDO SURSHUQWY DQG HTXLSPHQW JURVV
/HVSFFXPXODWHG GHSUHFLDWLRQ

7RWDO SURSHUMWY DQG HTXLSPHQW QHW

2XU GHSUHFLDEGH BQWSHQG/HTXLSPHQW DVVHWY DUH GHSUHFLDWHG RYHU WKH IROOWRLHDUN/V W IOFED BHMERE \/
\HDUV

“HLQYHVW LQ DQG GHSOR\ PDQXIDFWXULQJ DVVHWVY LQ UHVSRQVH WR PDQXIDFWXULQJ FDSDFLW\ UHTXLUH
UHODWLYH WR F D IUW D OO GIFRQXWRY DQG DGMXVW RXU PDQXIDFWXULQJ FDSDFLW\ IRRWSULQW LQ UHVS
LQFOXGLQJ GHPDQG IRU RXU SURGXFWYV DQG VHUYLFHY DQG WKH VWDWH RI WKH VHPLFRQGXFWRU LQGXVWL
BWDWHPHQWY IRU WKH VHFRQG TXDUWHU RI DQG WKH WKLUG TXDUWHU RI ZH HYDOXDWHG RXU FXUU
RXU SURGXFWV DQG VHUYLFHY DQG FRQFOXGHG WKDW RXU PDQXIDFWXULQJ DVVHW SRUWIROLR H[FHHGHG
LPSDLUHG DQG DFFHOHUDWHG GHSUHFLDWLRQ IRU FHUWDLQ PDQXIDFWXULQJ DVVHWV ,Q ZH UPREQO GRI

PLOOLRQ UHNSBFRVLAKLGK ZH U H RIVAF RRIGULMIGLQQR XU ,QWHO )RXQGU\ RSHUDWLQJ VHIPHQW ,Q ZH UH
GHSUHFLDWLRQ FEROIH\R®IPQGOLRQ UHVSEHFWDYMQRDOO\ DOO Rl ZRKRFK A BDOHIR RQU] HGW.HO )RXQGU\ RSH

:H DOVR LQFXUUHG FHUWDLQ RWKHU QRQ FDVALOQVYRY IL®SD PRRGQWFKQUIHWDRID GLUHFW UHVXOW RI WKH
VHH 1RWH S5HVWUXFWXULQJ DQG 2WKHU &KDUJHV ZLWKLQrKR WHIVF KADRJ HR\Q Z R O HGH{ WG GG)H.@ D QR B DVCH 6 VHDQOWA
FRPSRQHQW RI FRUSRUDWH XQDOORBHKDW HGFM[S U CAINHER BWWKBHWKEWHG LQ 1RWH 2SHUDWLQJ 6HIPHQWYV
6WDWHPHQWYV

H QHIJRWLDWH H[WHQGHG SD\PHQW BANUFLWR | FIHJUD BVIHY RV KRXQ) FDSLWDO YHQGRUV ZKLFK DUH UHSRUWHG I
&DVK )ORZV ZKHQ SDLG 8QSDLG DPRXQWYV UHO B/0D® W P QUK i DETSANVQWLRD Rl BOBSHUWQGHU VXFK H[MFHRXGE
SD\DEDM@RBWKHU DFFUXHGVRMIEEQ®WLRQ PQWOLRQ UHVSHFWLYHO\

) ICDQRIDCB \BMP HON 1 RMV R & RQVRIEDWG ) LGDQAIDCE \BAMP HON




BURSHB®WDQW DQG HTXLSPHQW QHW E\ FRXQWU\ DW WKH HQG RI HDFK SHULRG zZDV DV IROORZV
.Q 0LOOLRQV "HF "HF

8QLWHG 6WDWHYV
,UHODQG

,VUDHO

2WKHU FRXQWULHV

7JRWDO SURSHUMWY DQG HTXLSPHQW QHW

*RYHUQPHQW ,QFHQWLYHYV

:H HQWHU LQWR JRYHUQPHQW LQFHQWLYH DUUDQJHPHQWY ZLWK ORFDO 7WHiMHR Q D O DIQYG RIHDQWIL\R @ DO \JRY WU
FRQGLWLRQV DQG DOORZ XV WR PDLQWDLQ D PDUNHW FRPEBUVD HLOHF HRRWM KRB ® DH BRMP Y DUQ R X W U K RWXD SIGl
FUHGLWYV &DSLWDO UHODWHG LQF MDY B Q & RSH WHAIPYJI RIHCSDWR G LQFH QW L YHI D (KID YO MOHL B P WIRDWH F Bl Q Y\
EHFDXVH ZH HQJDJH LQ TXDOLI\LQJ FDSLWDO LQYHVWPHQWY 5 ' DQG RWKH U7 B WH. \LIQWF DE\G B VT GO Q\H G JE F DV
VHPLFRQGXFWRU ZDIHU DQG DGYDQFHG SDFNDJLQJ PDQXIDFWXULQJ IDFLOLWLHY FRQVWUXFWLRQ DQG DFTX
IRU D SHULRG WKDW PD\ H[FHH &HVKHF RQGHOWL. RO WHQPMWQFOXGH DFKLHYHPHQW RI IXWXUH RSHUDWLRQDO W
.l FRQGLWLRQV DUH QRW VDWLVILHG WKH LQFHQWLYHV PD\ EH VXEMHFW WR UHGXFWLRQ UHFDSWXUH RU V

&DSLWDO UHODWHG L QF HURISHEMNGN\G XFQIE BURNVIPLHOOW RQ DV Rl '"HFHPEHEWOOLRQ DV Rl '"HFHPEHU ELO ORI
UHFRJQL]JHG LQ ELOOLRQ LQ &DSLWDO UHODWHG LQFHQWLY HEVY QOICRXF G GHS BH KD WK ROK H [ 8 K BWW\IEGRWY [\
PLOOLRQ LQ PDQGLRQ LQ

21 WKH ELOOLRQ RI FDSLWDO UHODWHG L QFEIQOMLLYRHY 2DHVFRBOEIHG/ HQ RI WD[ FUBKEE DDV HDGV BVILQ X DOVE BVEXQH QMIR, €

ELOOLRQ LQ ZKLFK PD\ EH UHIXQGHG WR XV LQ FDVK WR WKH H[WH Q V8 G\KLHW E BRG DV V ZHi[ FHHHF& JROR BRC
Rl &+,36W FDSLWDO UHODW HGOIOQRQMWQL YHWOLRQ RI FDSLWDO JUDQWY UHODWHG WR WZR QRIZOOMRGQLIQY HG.
PRGHUQL]DWLRQ DQG H[SDQVLRQ RI FKLS RDEWRRQHM QR QWBHERORYBQYQAPHQW FDSLWDO JUPQWOLRQG @HIXQG

2SHUDWLQJ UHODWHG LQFHQWLYHV LQFOXGIISGWWEKRYHIUWHARJIRSHLUD WRIGHIL @R @ €36 WKH VXEVWDQWLDO
UHFRUGHR& WQRI VDOPHWOLRQ LQ  PRQGLRQ LQ LQ HDFK FDVH D PDMRERWW RIl MMOFKVZDY UHFRUGHG LQ

$V BXIXVW WKH 6 ZWW MCKWHH'YLDOO\ PRGLILHG ZH KDG BEHGELRRGA Q @BGC6 UBHRRHMGRIBH QW L GFMQINQ @ HVKR
DPRXQWYVY ZHUH DFFRXQWHG IRU SXUVXDQWQWHRI EWH REDWYW DFFHRXQWH QEBECHROXISQWER. UHFW IXQGLQJ IRU W
H[SDQG WKH WUXVWHG PDQXIDFWXULQJ Rl OHDGLQJ HGJH VHPLFRQGXFWRUV IRU WKH 8 6 JRYHULQBMEYUHY.
WKH 8 6 *RYBMUQRHRMWQW HQWHKUMGW. QWRIOWIXUWKHU GHVFULEHG LQ 1RWH (DUQLQJV /RVV 3HU 6KDUH C
JLODQFLDO 6WDWHPHQWY 6HFXUH (QFODYH SURFH 18 GWHUHHP FHHIMFRXGHD HWGHDUWM KIHU 8 &€ HIRYH D @ MHUIQW XWHG DV HT
DFFRXQWLQJ SROLF\

21 RXU WRWDO FDSLWDO UHODWHG JRYHUQPH &0 0Q RIQQZDLY HW ARIKAL] 8 G] IP® DQQRQ FDVK LQYHVWLQJ DFWLYL
JORZV ELOOLRQ LQ ELDDARQLORUWLRQ RI RXU FDSLWDO UHODWHG LQFHQWLYHY ZLOO EH FROOHFWHG L
GXH

7KH DPRXQWYV UHFRUGHG RQ WKH &RQVROLGDWHG %DODQFH 6KHHWV UHODWHG WR JUDQWYV UHFHLYDEOH D¢

,Q OLOOLRQV /REDWLRQ "HF "HF

2SHUDWLQJ UHODWHG JUDQWY UHFHLYDEOHYV 2WKHU FXUUHQW DVVHWYV
2WKHU ORQJ WHUP DVVHWYV

&DSLWDO UHODWHG JUDQWYV UHFHLYDEOHYV 2WKHU FXUUHQW DVVHWYV
2WKHU ORQJ WHUP DVVHWYV

&DSLWDO UHODWHG UHIXQGDEOH WD[ FUHGLWV 2WKHU FXUUHQW DVVHWYV

$GYHUWLVLQJ

$GYHUWLVLQJ FRVWYV LQFOXGLQJ GLUHFW PDUNHWLQJ DU HHHSHQWBYG! DW LIVQ FXURRNGASDAXHRIG FRU BIHIE0 Z R KLL
DQG PLOOLRQ LQ

) IGDQRIDCE \BWMP HQN 1 RMV \R & RQVRIEDWG ) IGDQFIDCE \BAMP HQN




,QWHUHVW DIHONZ2ZWKHU

<HDUV (QGHG ,Q OLOOLRQV ‘HE ‘HE ‘HE

,QWHUHVW LQFRPH
,QWHUHVW H[SHQVH

*DLQ ORVV RQ PDUN WR PDUNHW RI (VFURZHG 6KDUHV 2 2
*DLQ RQ GLYH\OWHMOUH RI 2 2
2WKHUH W

7TRWDO LQWHUHV@HDWRQ G RWKHU

,QWHUHVW B[ SHQOWIELOOLRQ RI LQWHUHVW FESODWDRQ]HG LQ DQG

*DLQ ORVV RQ PDUN WR PDUNHMW RD WHRU R/RHBK®KQDBWNVLQ IDLU YDOXH RI WKH GHULYDWLYH OLDELOLW)\ IRU
DQG 6WRFNKROGHUV (TXLW\ ZLWKLQ 1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

*DLQ RQ GLYH\OMWHMNMIHORWHG WR WIKWKHWNH RIEXVLQHVV IRU ZKLFK ZH UHFERIO®HEB @ S UIHNED VFDVARWRQV DQ
'LYHVWLWXUHV ZLWKLQ I1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

2 W K HUH\@ LQFOXGHG FKPUDHMRQ UHODWHG WR WKH VDOH RI RXU 1$1'$PRRRWIVEXR/QQ QG UH IHMOWW R X URIW
&RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY O ®LR® LAR VYV LR WEKHMGFEDQJH LQ IDLU YDOXH RI DQEGHURYOWILR®
LQWHUHVW UHFHLYHG DQG UHFRJQL]HG DV D EHQHILW LQ UHODWLRQ WR WKH (& FRPSHWLWLRQ PDWWHU

5 HWKPMUQ) DQG 2 \WHU& KDU HV
<HDUV (QGHG ,Q OLOOLRQV "HE "HEF "HE

(PSOR\HH VHYHUDQFH DQG EHQHILW DUUDQJHPHQWYV
/LWLIJDWLRQ FKDUJHV DQG RWKHU
$VVHW LPSDLUPHQW FKDUJHV

7TRWDO UHVWUXFWXULQJ DQG RWKHU FKDUJHYV

,Q WKH VHFRQG TXDUWHU RI ZH DQQRXQFHG DQG FRPPHQFHG WKH 5HVWUXFWXULQJ 30DQ ZKELKKVZD
LQLWLDWLYH LV LQWHQGHG WR ORZHU H[SHQVHV VWUHDPOLQH RXU RUJDQL]DWLRQDO VWUXFWXUH DQG UH
FOLHQW DQG VHUYHU EXVLQHVVHV E\ UHGXFLQJ ORZHU SULRULW\ SURJUDPV DQG LQLWLDWLYHV S5HVWUXFW
DUUDQJHPHQWY QRQ FDVK DVVHW LPSDLUPHQW DQG DFFHOHUDWHG GHSUHFLDWLRQ FKDUJHV UHVXOWLQJ I
FRQVROLGBEWVYR@EKDUJHV ZHUH H[FOXGHG IURP RXU RSHUDWLQJ VHIPHQWY UHVXOWY DQG LQFOXGHG DV F
FDWHJRU\ SUHVHQWHG LQ 1RWH 2SHUDWLQJ 6HIJPHQWY ZLWRKE@ ERWAXYDWR Y8R EQRRELEIDWKIE )L QDHMW D R F¢

ZDV ELO®QREBKDQJIJHV WR RXU HVWLPDWHY RU WLPLQJ ZLOO EH UHIOHFMW HEGSHE VR XNWUR UHVAFOWQ Y ] R | VRESW D D

ELOOLRQ XQGHU WKH SMYXYBVWBQYWUDQIPTDOMRULWY RI DFWLRQV SXUVXDQW WR WKH SHVWUXFWXULQ
UHPDLQGHU H[SHFWHG WR EH FRPSOHWHG LQ

,Q WKH WKLUG TXDUWHU RI WKH SHVWUXFWXULQJ 30DQ ZDV DQQRXQFHG DQG D VHHWKDHW RIQFRVWHIEQY
Rl DSSUR[LPDWH®AOLRQ XQGHU WKH S5HVWUXFWXULQJ 30DQ ZKLFK LV H[SHFWHG WR EH FRPSOHWHG LQ
,Q WKH WKLUG TXDUWHU RI WKH SHVWUXFWXULQJ B3URJUDP ZDV D SISKRYH G QVX WUWHHEG® OVCRWVFBIORKXKIDZR U |
ELOOLRQ XQGHU WKH SHVWUXFWXULQJ 3URJUDP ZKLFK ZDV FRPSOHWH LQ WKH ILUVW TXDUWHU RI

(PSOR\HH VHYHUDQFH DQG EH@HQWCHYUQQWHPKHDQUMWY UHODWLQJ WR WEKKOLRHNYE® X FWXHNW U BOWRURRQJ 3C
PLOOLRQ LQ &KDUJHV DFFUXHG DV RI '"HFHPEHU DQG 'HFHPEHU ZHUH UHFRUGHG DV FXL
&RQVROLGDWHG %DODQFH 6KHHWYV

) ICDQRIDC \DMP HON 1 RMV R & RQVRIEDWG ) LCDQFIDCE \BAMP HON




5HVWUXFWXULQJ DFWLYLWLHYVY UHODWHG WR HPSOR\HH VHYHUDQFH DQG EHQHILW DUUDQJHPHQWY XQGHU W
S5HVWUXFWXULEHVWUXFWXULEHVWUXEW

,Q OLOOLRQV B3URJUDP 3URJUDP 3URJUDP
$FFUXHG EDODQFH DV RI '"HFHPEHU 2 2

$FFUXDOV DQG DGMXVWPHQWYV 2 2

&DVK SD\PHQWYV 2 2

$FFUXHG EDODQFH DV RI '"HFHPEHU 2 2

$FFUXDOV DQG DGMXVWPHQWV 2 2
&DVK SD\PHQWYV 2

$FFUXHG EDODQFH DV RI '"HFHPEHU 2 2
$FFUXDOV DQG DGMXVWPHQWYV 2
&DVK SD\PHQWYV 2
$FFUXHG EDODQFH DV RI '"HFHPEHU 2
/LWLIJDWLRQ FKDUDH\ORRBVRWEBURQ EHQHILW UHFRUGHG LQ IURP WKH UHGXFWLRQ RI WKH SUHYLRXVO\

UHPDLQV XQSDLG RQ DSSHDO RXU REOLJDW:HRIX QG HG& DAKH WXHMHED BWIH MV KQU 6 LSIBIUGHE RQYPLAH. IO O\ UHVWULF'
UHVWULFWHG FDVK LRVSKHY HDQRW H GAV7TEKAR KDLV KIDWWIHY LQPQR®GHRQ DULVLQJ RXW RI WKH 5ELCOGLIRIQ WHR®@ ILY Z
WR D UHGXFWLRQ LQ D SUHYLRXVO\ DFFUXHG FKDUJH DV DKWH YV X G\ DRU JEIN YIHD\RFS B PG OV GLIRER VIDKHU 2 16Q DO MR.Q O
RXU LQDELOLW\ WR WLPHO\ REWDLQ UHTXLUHGRZHIXOQ WRBRDSBHBQRWMDAO W HHIGHERQRVDBFWIX DD WHUPV RI W
PLOOLRQ FKDUJH IRU WKH RULJLQDO (& LPSRVHG ILQH 5HIHU WR 1RWH &RPPLWPHQWY DQG &RQWLQJIHQI
WKH (& ILQH DQG 9/6, OLWLIJDWLRQ GHYHORSPHQWY 5HIHU WR 1RWH &RPPLWPHQWY DQG &RQWLQJIJHQFL}

$VVHW LPSDLUPH@W FKOPWUMNULO\ LOEO®GRIG Rl QRQ FDVK FKDUJHV DVVRFLDWHG ZLWK WKH DQG 5HV
QRQ FRUH OLQHV RI EXVLQHM/S HEHFMRWVG D@ G LMTRIQSW KB VE RQMROLGDWHG %D ®R Q B RE HHWDY WDL.QG WR FHUWDL
UHFRUGHR®RWKWHKLQRQJ WHURIDMFHWEHU 7KH DVVHW LPSDLUPHQW FKDUJHV LQ LQFOXGHG QRQ FDVK FKDU
LQFOXGL@LOOLRQ RI QRQ FDVK LPSDLUPHQWYVY RI FRQVWUXFWLRQ LQ SURJUHVV DVVHWY DVVRFLDWHG ZLWk
LQWHUQDO WHVW KDRIGZDUIRD BRGRQ FDVK LPSDLUPHQWYV RI RSHUDWLQJ OHDVHG DVVHWY DQG UHODWHG O}
H[L 5HDO HVWDWH FRQVROLGDWLRQV DQG H[LWV GLG QRW VLJQLILFDQWO\ FKDQJH RXU RSHUDWLQJ OHDVH 1
RSHUDWKRYW LPSDLUPHQWYV ZHBURSHSMGOE 2OVEKH QKLSKPSVWWR QMMKH LPSDLUPHQW RI RSIPUDWLRQ DKDWHBF
ZLWRIMKHU ORQJ VRHU W IOW &HRWVROLGDWHG %DODQFH 6KHHW DV RI '"HFHPEHU

,Q DGGLWLRQ ZH UHFRUGHG QRQ FDVK JRRBIZQODRIP E§QL UP HQWRHRFEA MBI VZRWKLQ 1RWHV WR &RQVROLGDWHNC
UHVXOW RI D GHFOLQH LQ WKH DFWXDO DQG SURMHFWHG XQGLVFRXQWHG FDVK IORZV IRU FHUWDLQ DFTXLL
QRQ FDREDLUFPKDWJH RPLOOLRQ LQ

) ICDQRIDCB \BMP HON 1 RMV R & RQVRIEDWG ) LGDQADCE \BAMP HON




EETI o7

BURYLVLRQ IRU %MHG®@NILW )URP

<HDUV (QGHG ,Q OLOOLRQV "HE "HE ‘HE
,QFRPH ORVVHV EHIRUH WD[HV

8 6

1RQ 8 6

7TRWDO LQFRPH EHIRUH WD[HV

3URYLVLRQ IRU EHQHILW IURP WD[HV
&XUUHQW

YHGHUDO

6WDWH

1RQ 8 6

7TRWDO FXUUHQW SURYLVLRQ IRU EHQHILW IURP WD[HV

"HIHUUHG
YHGHUDO
6WDWH
1RQ 8 6

7RWDO GHIHUUHG SURYLVLRQ IRU EHQHILW IURP WD[HV

7TRWDO SURYLVLRQ IRU EHQHILW IURP WD[HV

(ITHFWLYH WD[ UDWH

) IGDQRIDCE \BMP HQN 1 RMV \R & RQVRIEDWG ) IGDQFIDCE \BAMP HQN




:H DGR$WHG ,QFRPHHVRSLF ,PSURTHPHRRBWH 'LVFORVXUHVY RQ D SURVSHFWLYH EDVLV EHIJLQQLQUJKH
IROORZLQJ WDEOH SUHVHQWYV UH®B$BUHG GDWEORWEKRRQ FODOHWX W/EW 8RB IHGHUDO VWDWXWRU\ IWBWDPR XOPWR XJ
IRU WKH \HDU HQGHG 'HFHPEHU

‘HF
<HDU (QGHG ,Q OLOOLRQV $PRXQW 3HUFHQW
8 6 IHGHUDO VWDWXWRU\ WD|
6WDWH DQG ORFDO LQFRPH WD[ QHWRI IHGHUDO LQFRPH WDJ[ HI
YRUHLJIQ IWBW W I

&KLQD

'LWKKROGLQJ WD]|

2WKHU DGMXVWPHQWYV

2WKHU IRUHLJQ MXULVGLFWLRQV
(HHFWV RI FURVV ERUGHU WD[ ODZV

6XESDUW ) LQFRPH LQFOXVLRQ

JRUHLJQ WD[ FUHGLW

2WKHU
7D[ FUHGLWYV

5HVHDUFK DQG GHYHORSPHQW FUHGLW
&KDQJHV LQ YDOXDWLRQ DOORZDQFHV
1RQWD[DEOH RU QRQGHGXFWLEOH LWHPV

6KDUH EDVHG FRPSHQVDWLRQ

$OWHUD GLYHVWLWXUH DQG GHFRQVROLGDWLRQ

ODUN WR PDUNHW RQ HTXLW\ VHFXULWLHV

2WKHU
&KDQJHV LQ XQUHFRJQL]HG WD[ EHQHILWV
2WKHU DGMXVWPHQWYV
*OREDO HIIHFWLYH WD]

7KH IROORZLQJ WDEOH SUHVHQWY WKH UHTXLBB& GLVFDREXWHIVRYEFLRB WW KX 8 6 GIRISWMIUD® R/IWDW XW R UHFWQ
LQFRPH WD[ UDWH IRU WKH \HDUV HQGHG 'HFHPEHU DQG '"HFHPEHU

<HDUV (QGHG ‘HE HE
([SHFWHG SURYLVLRQ EHQHILW DW VWDWXWRU\ IHGHUDO LQFRPH WD[ UDWH

,QFUHDVH UHGXFWLRQ LQ UDWH UHVXOWLQJ IURP

YJHGHUDO YDOXDWLRQ DOORZDQFH 2
*RRGZLOO LPSDLUPHQW 2
6KDUH EDVHG FRPSHQVDWLRQ

8QUHFRJQL]HG WD[ EHQHILWY DQG VHWWOHPHQWYV

1RQ 8 6 LQFRPH WDUHG VD W DBAH V

5HVHDUFK DQG GHYHORSPHQW WD[ FUHGLWYV

JRUHLJQ GHULYHG LQWDQJLEOH LQFRPH EHQHILW 2
5HVWUXFWXULQJ RI FHUWDLQ QRQ 8 6 VXEVLGLDULHV 2
1RQ GHGXFWLELOLW)\ RI (XURSHDQ &RPPLVVLRQ ILQH 2
2WKHU

(ITHFWLYH WD[ UDWH

2Q -XO\ WKH 2QH % LSFWH BRW L D00/ % L OTKHSF WORDRN BY ZHUPDQH QW N D[ HOXMPVH R G WR BV X G L Q J SHU
GHSUHFLDWLRQ GRPHVWLF UHVHDUFK$GRVWRH[SEBVERQW. QFRMDVHVUWNKEW DQG PDNHV PRGLILFDWSERWY W QR
PXOWLSIEMWIHYH GDWHV ZLWK FHRUMLYIH LRUR Y LIVQ B QRAWHKIH UV S K DV FIEQIOL VX RURI K1 Y D O X W W W KSHU R ¥ § D E RVQHRF WV
IXWXUH \HDUV

) ICDQRIDC \BMP HON 1 RMV R & RQVRIEDWG ) LCDQFIDCE \BAMP HON




$V QRWHG LQ WKH UDWH UHFRQFLOHBWLRE WBR WUH WZH EHQUHINL M WKW GIHWULPHQW DHWW Q IVE X VW 8 WRUQ RIQU
RSHUDWLRQV LQ &KLQDH DPRQUXEWKAWVWR UHGXFHG WD[ UDWHV LQ ,VUDHO DQG ODOD\VLD DV ORQJ DV ZH F
LQYHVWPHQWDWYH: FRQGLWLRQDO UHGXFHG WD[ UDWHV WK LD G [B#H UH STHF W DAUR. FD)S\5 G\DMRMVUW RHBRR DK/ XSRQ HI[:
EHQHILW VSHFLILFDOO\ DWW UL E X WMICEGOLHRRLRD WMIRQK RQLGPDQBRRQ LQ FHOKH DLW WR GLOXMVQHG (DG LQ

'"HIHUUHG DQG &XUDHOW ,QFRPH

'"HIHUUHG LQFRPH WD[HV UHIFOMF\R | WKHHPI@BMQWIBDG EHHWZHHQ WKH FDUU\LQJ DPRXQWYV RI DVVHWY DQG OLDELC
IRU LQFRPH WD[ SXUSRVHV 6LJQLILFDQW FRPSRQHQWYV RI RXU GHIHUUHG WD[ DVVHWV DQG OLDELOLWLHV C

,Q OLOOLRQV "HF "HE

"HIHUUHG WD[ DVVHWV
5 ' H[SHQGLWXUHV FDSLWDOL]DWLRQ

6WDWH FUHGLWY DQG QHW RSHUDWLQJ ORVVHV

L, QYHQWRU\

$FFUXHG FRPSHQVDWLRQ DQG RWKHU EHQHILWYV
6KDUH EDVHG FRPSHQVDWLRQ

/LWLIDWLRQ FKDUJH

2W K HUH W

*URVV GHIHUUHG WD[ DVVHWYV

9DOXDWLRQ DOORZDQFH

7RWDO GHIHUUHG WD[ DVVHWYV

"HIHUUHG WD[ OLDELOLWLHV

3URSHBWDQW DQG HTXLSPHQW

ILFHQVHY DQG LQWDQJLEOHV

8QUHDOL]HG JDLQV RQ LQYHVWPHQWY DQG GHULYDWLYHV
2W K HUH W

7RWDO GHIHUUHG WD[ OLDELOLWLHV

1HW GHIHUUHG WD[ DVVHWY OLDELOLWLHYV

S5HSRUWHG DV
'"HIHUUHG WD[ DVVHWYV
'"HIHUUHG WD[ OLDELOLWLHYV

1HW GHIHUUHG WD[ DVVHWV OLDELOLWLHV

&KDQJHV LQ WKH YDOXDWLRQ DOORZDQFH IRU GHIHUUHG WD[ DVVHWV ZHUH DV IROORZV

<HDUV (QGHG ,Q OLOOLRQV "HF "HF "HF
%DODQFH DW % HBIDQQLQJ RI

$GGLWLRQV FKDUJHG WR H[SHQVHV RWKHU DFFRXQWYV

"HGXFWLRQV UHFRYHULHV QHW 2 2 2

%»DODQFH DWHOQG RI

'"HIHUUHG WD[ DVVHWYV DRMAKIHQF O R G Bl GRAVWKINOEGHRWYY ROLGDWHG %DODQFH 6KHHWYV 'HIHRWKH VOR[QO LW HRLOD VWM.
&RQVROLGDWHG %DODQFH 6KHHWYV

7KH ELOOLRQ FKDQJH LQ YDOXDWLRQ DOORZDQFH IURP "HFHPEHU WR 'HFHPEHU LV VXEVWDQW
GHIHUUHG WD[ DVVHWYV

$V RI '"HFHPEHU RXU IHGHUDO DQG QRQ 8 6 QHW RSHUDWLQJ ORVVPADOLRRUEQE G VRIQR UUIANBRFEBINRDHLO
IHGHUDO DQG QRQ 8 6 QHW RSHUDWLQJ ORVV FDKH \URBR2DQ GYJIKIBIGH QROHDRLG) QW QR 6G MMM RSHUDWLQJ OR
WKURXJK

) ICDQRIDC \BMP HON 1 RMV R & RQVRIEDWG ) LGDQFLDCE \BAMP HOW




$V Rl '"HFHPEHU ZH KDYH XQGLVWULEXWHG HDUQLQJ\E RO ®HRIQVIVIKD WR D H LKIRQY Y XIEYE B LDQUIMAWORILQYHV W
GHIHUUHG WD[HV (VWLPDWLQJ WKH DPRXQW RI SRWHQWLDO WD[ LV QRW SUDFWLFDEOH EHFDXVH RI WKH FF

&XUUHQW LQFRPH WD[HV BLEOFRHIR'@ BOHRRIHFHPEHWOOLRQ DV RI '"HFHPEHU R W KIHWH F IXQJRJGHDQGNH G M\QH W V

/RQJ WHUP LQFRPH WD[H\EISOODRQHDRIRI '"HFHPEHWOOLRQ DV RI '"HFHPEHU DUH SULPDULO\ FRPSRVHG
WKH DVVRFLDWHG GHGXFWLRQ IRU VWDWH WD[HV DQG QRQ 8 6 WD[ FUHGLWYV

8QFHUMDBRVLWLRQV

<HDUV (QGHG ,Q OLOOLRQV ‘HF "HF ‘HF
%HJLQQLQJ JURVV XQUHFRJQL]JHG WD[ EHQHILWYV
6HWWOHPHQMAWDYE WHWWOHPHQWY ZLWK WD[ DXWKRULWLHYV

&KDQJHV LQ EDODQFHY UHODWHG WR WD[ SRVLWLRQ WDNHQ GXULQJ SULRU SHULRGYV 2
&KDQJHV LQ EDODQFHY UHODWHG WR WD[ SRVLWLRQ WDNHQ GXULQJ FXUUHQW SHULRG

(QGLQJ JURVV XQUHFRJQL]HG WD[ EHQHILWV

,] WKH UHPDLQLQJ EDODQFH RI XQUHFRJQL]JHG WD[ EHQHILWY ZHUH UHFRJQL]MG DQRX IRWRUHHFHWPIERI® L OW LF

RI '"HFHPEHU DQG D UHIGIXFMW.YRIQMDY WBWHI , QWHUHVW SHQDOWLHY DQG DFFUXHG LQWHUHVW UHODWI
SUHVHQWHG

:HILOH IHGHUDO VWDWH DQGI @QRE® B ORLJBHWXEMHFW WR 8 6 IHGHUDO DQG QRQ 8 6 WD[ H[DPLQRWLR®
VWDWH WD[ UHWXUQV ZH DUH QR ORQJHU VXEMHFW WR WD[ H[DPLQDWLRQ IRU \HDUV SULRU WR

&DVHO[HV 3DLG

:H DGR$WHG RQ D SURVSHFWLYH EDVLV IRU WKH \HDU HQGHG 'HFHPEHU DQG KDYH LQFOXGHG WKt
LQFRPH WD[HV SDLG QHW RI UHIXQGV UHFHLYHG IRU WKH \HDU HQGHG 'HFHPEHU

<HDU (QGHG ,Q OLOOLRQV "HF
YJHGHUDO WD[HV

6WDWH WD[HV

JRUHLJQ WD[HV

&KLQD

,VUDHO

2WKHU IRUHLJQ MXULVGLFWLRQV

7RWDO FDVK WD[HV SDLG

%HORZ LV D VXPPDU\ RI LQFRPH WD[HV SDLG IRU WKH \HDUV HQGHG '"HFHPEHU DQG '"HFHPEHU

<HDUV (QGHG ,Q OLOOLRQV
‘HF ‘HF

&DVK SDLG GXULQJ WKH \HDU IRU
,QFRPH WD[HV QHW RI UHIXQGV

) ICDQRIDCB \BMP HON 1 RMV R & RQVRIEDWG ) LGDQFIDCE \BAMP HON




ECTI O How

6KRUW WHUP ,QYHVWPHQWYV

6KRUW WHUP LQYHVWPHQWY LQFOXGH PDUNHWDEOH GHEW LQYHVWPHQWY LQ FRUSRUDWH GHEWDYVKYPQQ FFH
HTXLYDORGR\RWW WHUP LRQYHWKHPERWWROLGDWHG %DODQFH 6KHHWYV *RYHUQPHQW GHEW LQFOXGHV LQVWU X
DJHQF\ VHFXULWLHYV )LQDQFLDO LQVWLWXWLRQ LQVWUXPHQWY LQFOXGH LQVWUXPHQWYV LVVXHGLRHGP D@
IORDWLQJ UDWH ERQGV PRQH\ PDUNHW IXQBIGHERFEWY DQG WRRE GHSREHWV WKH VXEVWDQWLDO PD
LQVWLWXWLRQV RXWVLGH WKH 8 6

7KH IDLU YDOXH RI RXU HFRQRPLFDOO\ KHGJHG P DEINHW.IREO B VGRIE WM ALHPYEHELPIOQRY BBWRI '"HFHPEHU
KHGJHG LQYHVWPHQWY VWLOO KHOG DW WKH UHSRUWQIQRQGDWH Z i W\WMARRBI-RE) RHOW JDDQG RIR WO ILLIREY LRY

2XU UHPDLQLQJ XQKHGJHG PDUNHWDEOH GHEW LQYHVWPHQWY DUH UHSRUWHG DW FFXP ¥ODW H G ZR W KHUQ RJRIF
LQFRPH DRWWGMXVWHG FRVW RI RXU XQKHGEHGOLRHDW RHQMAHRPEWEWOOLRQ DV RI '"HFHPEHU ZKLFK
YDOXHV DW HDFK GDWH

7KH IDLU YDOXH RI PDUNHWDEOH GHEW LQYMW\RPHLOAMPEHUFRQW U DADWXDD IFRIVDRWIZ VW \

,Q OLOOLRQV )DLW O XH
'XH LQ \HDU RU OHVV

'XH LQ \HDUV

'XH LQ \HDUV

'XH DIWHU \HDUV

,QVWUXPHQWY QRW GXH DW D VLQJOH PDWXULW\ GDWH

7TRWDO

+
+

, QAKP HQIV QRAGXH DVD VIQ) B P DMUMN GDWM LV FRP SRVHG R P RGH P DUNHWXQG GHSRVW  Z KIEK DUH FOVMVLLHG DV HAKHUVKRWAMUP IQYHWR HQNV RUFDVK DQG FDVK HTXLYDBIQW

(TXLW\ ,QYHVWPHQWYV

,Q OLOOLRQV 'HF "HF
ODUNHWDEOH HTXLW\ LQYHVWPHQWYV

1RQ PDUNHWDEOH HTXLW\ LQYHVWPHQWYV

7RWDO

0 RWRI RXUP DUNHE®! HTXIW LQYHWR HQW DUH VXEMPWR WDAQ) YROP H RUP DUNAVWEDVHG UHVINIFIRQY  Z KIFK @ IWWKH QXP EHURI VKDUHV ZH P D VHQIQ D VSHALIHG SHIRGRI WP H P SDRIQ RXU
DEIOV \RX ONXICDWM \WHVH IQYHWE HOV & HIBIQ R WH WDAQ) YRGP H UHAIFWRQY JHCHUID® DSSO IRUDV Q) DVZHRZQPRIHWDQ R \KH RXAWMQEQ) VKDUHV 0 DUNAWEDVHG UHMMIFIRQY UHVXAOVURP
\KH XX®V R \WH UHVSHRAWYH H FKDQIH

7KH FRPSRQHQWYV RI JDLQV ORVVHV RQ HTXLW\ LQYHVWPHQWY QHW IRU HDFK SHULRG ZHUH DV IROORZV

<HDUV (QGHG LQ OLOOLRQV 'HF 'HF 'HF
8QUHDOL]JHG JDLQV ORVVHV RQ PDUNHWDEOH HTXLW\ LQYHVWPHQWYV QHW

8QUHDOL]JHG JDLQV ORVVHV RQ QRQ PDUNHWDEOH HTXLW\ LQYHVWPHQWYV QHW

,PSDLUPHQW FKDUJHV RQ QRQ PDUNHWDEOH HTXLW\ LQYHVWPHQWYV

8QUHDOL]JHG JDLQV ORVVHV RQ HTXLW\ LQYHVWPHQWYV QHW

5HDOL]JHG JDLQV ORVVHV RQ VDOHV RI HTXLW\ LQYHVWPHQWY QHW

*DLQV ORVVHV RQ HTXLW\ LQYHVWPHQWV QHW

8 QUMD HGJDIQY BWHY RQGRQ P DINHUIE®! IQYHVR HQW IGFOIGHY REVHYDE® SUEH DAMWR HQN DQG RXUVKDUH R HTXIW P HIRG IQYHMH JDIQV. ®WHY DQG FHIBIQ GMUEXIRQY

"XULQJ WKH \HDU HQGHG 'HFHPEHU ZH UHFRJQL]JHG XSZD U ®REVRIQ YIHECHNVSIGL IHR [DGEWDQRMD FIHRQQIIVR WRHD
LQYHVWPHQWYV QHW

$V RI '"HFHPEHU WKH FXPXODWLYH DPRXQW RI LPSDLUPHQWY IRU HTXLW\ LQ¥HVWERBMD\O ZRQY KDR/X R/l UH
DQG XSZDUG REVHUYDEOH SULF H [DOGOMRENWE G OR\QY X\HBH "HFHPEHU

) ICDQRID \BMP HON 1 RMV R & RQVRIEDWG ) LCDQADCE \BAMP HON




$OAD

,Q WKH WKLUG TXDUWHU RI  $OZWHEORYGIG WHMODMEDBIEVAW LQ WKH EXVLQ$FIK LWHWILR &R DILROV'H Y HVW LW X UHV
&RQVROLGDWHG )LQDQFLDO 6WDW HP$FEMWH/U D 2XW DUFHR DX QOHHES LIGRW HUQHBHN WOK H H TX LW\ B B W R\G\EIRE@M R O DG U Wik
6KHH®WRI '"HFHPEHU WKH FDUU\LQJ YDOXH RI RXU Q{RAMWRHUDN B EMOOEIOLHR © TXQ &V R XQ YRIZ/QHPUAVQW SL QQ W H U H

:H SURYLGH VHPLFRQGXFWRU ZDIHU$PRWMUD F I XIHOIIVIHHERADEBMAPMRZ LWK D ZDIHU PDQ X | BREWEX WLLEIROE BQVBRJ
ZLWK WKH GLYHVWLWXUH ZH ZLOO EH UHLPEXBOMWGE UPUI R B WMV WIXIDWFRHU ERBRW R Y HBHKIDFHVRGHOLYHUHG XQ
LQFOXGH LQIRUPDWURYD Q/HHF KQREORIN FKDLQ DQG RWKHU VHUYLFHYV SURYLGHG RQ DQ LQWHULP EDVLV

R 5 - IRQ/ DQG' LYHVNMUAY
$AMD" LYHMIH
2Q$SULO ZH VLIQHG D WUDQVDF\W L, RQ \SRIQHHP IOGVR DIQNEO 6DV H \RR 6/BRDDOO LVVXHG DQG RXWVWDQGL

$OWHUD RXU ZKROO\ RZQHG VXEVLGLDU\ DV RI WKDW GDWH 2Q 6HSWHPRHHWD IRU QAHNFR®$SPOKDWHIEE ® @ ¥ RGIH
FRQVLVWLQEIROOLRQ LQ FDVK SURFHHGV UHPHOOYH &8 @ WQWXHI FOWRWGE FIDVK SURFHHGY DOVR UHFHRY®E GLRIQVKQ
FDVK SURFHHGV SD\DEOH WR XV QR ODWHUY HW RQP'HFGIIPEEG UR U F DV BEDOMWRIUDV PH WKH W WIRV BO B SB QRR L P D@/GICR Q
VHSDUDWLRQ DQG HPSOR\HH UHODWHG FRVWYV ZH\WKDW HRIW RMHKGE W B U X B BWWVIRQEY 3L (FQUG PHQRIDO FRVWYV LQFXI

$V RI '"HFHPEHU WKH RXWVWDQGERY U HPALHOLOYIDREQD K H B IREVGHEL 0L R\QIL WRIW RV B M VSHIMW HQW YDOXH RI GHIHL
QRW VXEMHFW WR DQ\ FR QR HRJF IPHOAEOD @ GWALHK D® FRJ X H B QOB R E UOQ R/Q B W H WA DS ID EWRDY WEIRX QWY SDVBRBPOH
VHSDUDWLRQ DQG HPSOR\HH UHODWHG FRVWY WKDW KDYH QRW FIR\ VEHPHOH SR G LIXD® M K DAV WW D DQV A XW R/ RVRC
ZKLFK PD\ UHVXOW LQ DGMXVWPHQWY WR WKH ILQDO QHW FDVK SWRFHWMGYQHFLIYRIG UHODWHG WR DQG R

8SRQ FORVLQJ WKH WUDQYVD F RILGRU LAM\ WLIQWSBOWQHPGIDVZ KIGFK LV DFFRXQWHG IRU XQGHU W KH/ WDXION V R H &/ KARKGH
QRQ PDUNHWDEOH HTXLW\ LQ YSHOWWMHRIDQW H.TOX UW \HYUHIDAH SR WKH WHUPYV RI WKH WUDQVDFW L R & SDUHNHHPW B &/
WUDQVDFWLRQ EHWZHHQ7RBUNEMOSDB W LYLGRQ WY RXU QRQ PDUISBOWB EO®HL M TRODMAVA DIWHHE @ 2 B @WK WR QV R O |
%DODQFH 6KHHWV DW 'HFHPEHU DQG UHFRJQL]JHG DV D QRQ FDVK LQYHVWLQJ DFWLYLW\ LQ WKH \HDU

%DVHG RQ WKH WHUPV RI WKH WUD Q¥ B RKDLYRIQF R QUFHSHBIWAMWK %6,(31RU ZKLFK ZH DUH QRW WKH SULPDU\ EH
RI WKH HQWLW\ GRHV QRW DOORZ XV WR GLUHFW$OKMHOBWLMERQRV LW KDHN IRRRAMWY YERQ LQLO D Q W @ L WEXBAHFNY | B
&RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY DW WKH 6HSWHPEHU WUDQVDFWLRQ FORVH GDWH

7KH FDUU\LQJ DPRXQWYV RI WEBWHDMRUWQHMIVVHUNWIY WKDW ZH VROG DV RI WKH 6HSWHPEHU WUDQVDFW

,Q OLOOLRQV
$VVHWYV

&DVK DQG FDVK HTXLYDOHQWYV
L,QYHQWRULHV

3URSHBWDQW DQG HTXLSPHQW QHW
,GHQWLILHG LQWDQJLEOH DVVHWYV QHW
*RRGZLOO

2WKHU DVVHWYV

7RWDO DVVHWYV

ILDELOLWLHV

$FFUXHG FRPSHQVDWLRQ DQG EHQHILWYV
2WKHU OLDELOLWLHV

7TRWDO OLDELOLWLHYV

) IGDQRIDCE \BWMP HQN 1 RMV \R & RQVRIEDWG ) IGDQFIDCE \BAMP HQN




2XU VDOH RARIW UR O O LEIWHAUDN H K QF K IMH &DEAMWWVL B &\D BB WHRONS Y HSRUDWLRQ DQG HPSOR\HH UHODVDNGZ ARD)
GLUHFW DQG LQFUHPHQWDO FRVWYVY ZH LQFXUUHG WR VH ORL QVKIHR BXWY I B RLUQA RIS S MINEHBIEP LROAZBKHBULSHU 1/ DV DI[ DAL
FDOFXODWHG DV IROORZV

,Q OLOOLRQV

3URFHHGV IURP GLYHVWLWXUH QHW RI FDVK VROG DQG GLUHFW VHOOLQJ FRVWYV
"HIHUUHG FRQVLGHUDWLRQ

)DLU YDOXH RI UHWOQ@WHG DL QWHUHVW LQ

/HVV QHW DHOMANUIUDRIQHW RI FDVK VROG
/HVV VHSDUDWLRQ DQG HPSOR\HH UHODWHG FRVWY DQG RWKHU

*DLQ RQ GLYH\WWMWWHIWDH RI

&HUBIQ DVSHAW R WH QHVBXUFKDVH FRVGHIVIRQ KDYH \ VR UHVXONQ FDVK IQIBZ V DQG RXWBZ \ DQG WHUH RUH UH BIPWORQ FDVK IQYHVINY DQG HICDQRIQ) DRIV Z WIQ RXUS RQVRIEDMG 6 \IWWP HQW
R &DWK ) BZ V IRUH\ HDUHQGHG' HRHP EHU

$SSUR[LPDWHDOOLRQ RI WKH JDLQ UHVXOWHG IURP WKH UHPHDVXUHROQWHRD RWRJ LR | B DU NYHWD X H OTHWH WX IHW
SURFHHGYV UHFHLYHGEL@OLRRI QHW RI WKH FDVK VROG DQG WKH FRVWYV L@QHRMKHSUWR R L\GHHIO0 EW KXV B S VIIRQUH QR
WHE&RQVROLGDWHG 6WDWHPIRQWWKRII\&DWKHQ@&RZ8 'HFHPEHU

1$1' 0 HPRY 9MQHW
:H VROG RXU 1%$1' PHPRU\ WHFKQRORJ\ DQG PDQXIDFWXULQJ EXVLQHVV WR 6. K\QL[ ZKLFK ZH GHFRQVROLG
2Q ODUFK ZH FORVHG WKH VHFRQG SKDVH RI WKH WUDQVDFWLRQ

,Q FRQQHFWLRQ ZLWK WKH VHFRQG FORVLQJ ZH FROOHFWHG WKH RXWVWDQGLQJ UHFHLYDEOH DQG HQWHU
FHUWDLQ SHQDOWLHY DQG FRQWLQJHQFLHV DVVRFLDWHG ZLWK WKH PDQXIDFWXULQJ DQG VDOH DJUHHPHQ)
FKDUJHV RPLOOLRQQUWHEKHQW QAR RWKHUDPRXQWYV LQFXUUHG SXUVXDQW WR WKLV DJUHHPHQW 'XULQJ WKH
R ELOOLRRDXIKWKQG FDVK HTXLYDOHQWYV

0 REIGA HV 3 HQEQ) $ FTXMURQR! 0 HOMH 5 RERIF

2Q -DQXDU\ ORELOH\H HQWHUHG LQWR D GHILQLWLYHS$DJUUWRHXP D\OR DE TXRIERRIWIRHEYRVBHRIP 15 BIEMR M/ ISEXWU FIK(
DSSUR[LPDWRDOOLRQ VXEMHFW WR FXVWRPDU\ DGMXVWPHQWY DQG FORVLQJ FRQGLWLRQV

T - o

,Q OLOOLRQV "HF "LYHVWLWXUHWUDQVIHUV ,PSDLUPHQWV'HF
&OLHQW &RPSXWLQJ
'DWD &HQWBHU DQG

1HWZRUN DQG (GJH

2

NONONN

N
NN NN

ORELOH\H

$OWHUD 2 2
$00 2WKHU 2

7RWDO 2 2

,Q OLOOLRQV "HF $FTXLVLWLRQV7UDQVIHUV ,PSDLUPHQWV'HF
&OLHQW &RPSXWLQJ 2 2

'DWD &HQV$HU DQG 2 2

1HWZRUN DQG (GJH 2 2

,QWHO )RXQGU\ 2 2 2
ORELOH\H 2 2

$OWHUD 2 2 2

$00 2WKHU

7RWDO 2

0 REIGA HIQFOIGHV J RRGZ LOEDDQFHV IRUERW \WH 0 REIGA H DQG 0 RRYWMHSRI XQW

) ICDQRIDCB \BMP HON 1 RMV R & RQVRIEDWWG ) LGDQFAIDCE \BAMP HON




'XULQJ WKH IRXUWK TXDUWHU RI ZH FRPSOHWHG RXU DQQXDO JRRGZLOO LPSDLUPHQW DVVHVVPHQW DF
DQDO\VLV ZDV QHFHVVDU\ IRU RXU ORELOH\H UHSRUWLQJ XQLW SULPDULO\ GXH WR WKH GHFOLQH LQ OREL(
TXDQWLWDWLYH DVVHVVPHQW ZDV SHUIRUPHG E\ PHDVXULQJ ORELOH\H V IDLU YDOXH XVLQJ WKH LQFRPH D
LQSXWV DQG RXWFRPHV RI RXU GLVFRXQWHG FDVK IORY D QHYWQOW BRJDVIOQMWLPSDLOPHQW RDHMWMWMWQEDWBDLU
HVWLPDWHG IDLU YDOXH ZDV KLJKHU WKDQ WWKR{ FRAVUR QR GDADH BWIQ HY WORBWH® DDIO) YDOXH IRU WKH OREL!
FDSLWDOL]DWLRQ UHFRQFLOLDWLRQ DV RI '"HFHPEHU FRQFOXGLQJ WKDW WKH LPSOLHG FRQWURO SU
LQGXVWULHYV 1RWZLWKVWDQGLQJ ORELOH\H RXU DQQXDO TXDOLWDWLYH DVVHVVPHQW GLG QRW LQGLFDWE
WKH PRVW UHFHQWO\ FDOFXODWHG IDLU YDOXH VXEVWDQWLDOO\ H[FHHGHG WKH DVVLJQHG FDUU\LQJ YDOX

'XULQJ WKH WKLUG TXDUWHU ROWHUBHEBVYYRBINWMHG RROXGLQJ DOO DOORFDWHG JRBRGXLODOW)RQ VXODUQNGK HY HQV
WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

$V GHVFULEHG LQ 1RWH 2SHUDWLQJ 6HIPHQWY ZLWKLQ WKH 1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WD
RXU 1(; EXVLQHVV LQWR &&* DQG '&$%, DQG PRGLILHG RXU VHIPHQW UHSRUWLQJ V$R DOULHQXW R/ WRIL B/LKOHQ &/ REQ
JRRGZLOO SUHYLRXVO\ DOORFDWH&E MWROLRQ AHRUKBDICINRERIWW R '&$, RQ D UHO MHWS R bil RDIPH & DOO X K DEDWVILW D W L Y
DVVHVVPHQW IRU HDFK Rl RXU UHSRUWLQJ XQLWYV LPPHGLDWHO\ EHIRUH DQG DIWHU RXU EXVLQHVV UHRUJLC

,Q WKH WKLUG TXDUWHU RI RXU TXDUWHUO\ TXDOLWDWLYH LPSDLUPHQW DVVHVVPHQW LQGLFDWHG WKCL
SULPDULO\ GXH WR WKH GHFOLQH LQ RXU PDUNHW FDSLWDOL]JDWLRQ EHORZ WKH FDUU\LQJ YDOXH RI RXU Q
EHORZ WKH FDUU\LQJ YDOXH RI ORELOH\H V QHW DVVHWV 2XU TXDQWLWDWLYH DVVHVVPHQW ZDV SHUIRUPF
PDUNHW DSSURDFK RU D FRPELQDWLRQ RI ERWK :KHQ XVLQJ WKH LQFRPH DSSURDFK ZH WHVWHG WKH UHI
DIJDLQVW DYDLODE® PWHIPDUNKWWGRWRXU LPSDLUPHQW WHVWYV ZH UHFRJQL]JHG [ELQORIL RQWQ JIWRRIG AV IOI0U GPBXDm L
UHVWUXFWXULQYXDQWDRWHKHDWO\ DOO RI ZKLFK UHODWHG WR RXU ORELOH\H UHSRUWLQJ XQLW DV WKH HVWI
YDOXKH SURFHVV RI YDOXLQJ HDFK UHSRUWLQJ XQLW LV LQKHUHQWO\ VXEMHFWLYH DV YDOXDWLRQ PRGHO"
LQFOXGLQJ PDUNHW VHIJPHQW VKDUH SURMHFWHG ILQDQFLDO LQIRUPDWLRQ DQG GLVFRXQW UDWHV 1R LP
K\SRWKHWLFDO LQFUHDVH LQZWKHKGARX® & QA XMHVE! RULIQLILFDQW GHFUHDVH LQ WKH HVWLPDWHG IDLU YWDRO
FRUURERUDWH RXU HVWLPDWHG IDLU YDOXH ZH SHUIRUPHG D PDUNHW FDSLWDOL]DWLRQ UHFRQFLOLDWLRC(
DV FRPSDUHG WR UHOHYDQW PDUNHW WUDQVDFWLRQV LQ VLPLODU LQGXVWULHV ,Q WKH IRXUWK TXDUWHU
PRVW UHFHQWO\ FDOFXODWHG IDLU YDOXH RI HDFK UHSRUWLQJ XQLW VXEVWDQWLDOO\ H[FHHGHG WKH DVV
DVVLIQHG JRRGZLOH SBIREROPINE D TXDQWLWDWLYH LPSDLUPHQW DVVHVVPHQW RI ORELOH\H GXULQJ WKH IR
LPSDLUPHQW

,Q WKH ILUVW TXDUWHU RI DV D UHVXOW RI PRGLI\LQJ RXU VHJRPHROWHGHSRIRULUQ Z K QD D RRF CHUBHEUD R/
D TXDQWLWDWLYH JRRGZLOO LPSDLUPHQW DVVHVVPHQW IRU HDFK RI RXU UHSRUW LH) F RQE QG IHREP HEDL\DHAGH R §
UHRUJDQL]DWLRQ LPSDLUPHQW WHVW $W KDWHYRRGZ RO @ XD & \RW UHBDLDGIGIDWLRQ LPSDLUPHQW WHVW ZH

PLOOLRQHYWHBXBWXULQY W&H RWKMUTXDUWHU RI UHODWHG WR RXU ,QWHO )RXQGU\ UHSRUWLQJ XQL
WKDQ WKH DVVLJQHG FDUU\LQJ YDOXH ZKLFK LQF O XGHYODXQEV U R G WARING, @REHION) R X @ & U \ DIDHOSRRADMLHIG X RSIWH K
WKH FRQFOXVLRQ RI RXU LPSDLUPHQW DVVHVVPHQW SHUIRUPHG GXULQJ WKH ILUVW TXDUWHU RI WKH |

7KH DFFXPXODWHG LPSDLUPHQW ORVV DV ELCHFIHEEOOLRQ DVAMRFLDWHG ZLOWELRREDUYMRF LD W HBLDIOUK R @& H*YV V
ZLWK '&%, DQG WKH UHPDLQGHU DVVRFLDWHG ZLWK RWKHU UHSRUWLQJ XQLWYV

R GHOMEG, QEQILEGI$ WHV
'"HFHPEHU '"HFHPEHU
$FFXPXODWHG $FFXPXODWHG
,Q OLOOLRQV *URVWVHWY $PRUWL]DWLRQ 1HW *URWWVHWY $PRUWL]DWLRQ 1HW

"HYHORSHG WHFKQRORJ\
&XVWRPHU UHODWLRQVKLSY DQG EUDQGV
/JLFHQVHG WHSIOMWRORNV DQG RWKHU
7RWDO LGHQWLILHG LQWDQJLEOH DVVHWYV

) IGDQRIDCE \BMP HQN 1 RMV \R & RQVRIEDWG ) IGDQARIDTE \BAMP HQN




"XULQJ DQG ZH FDSLWDOL]HG VHYBD NG @W FHIYG & WHIHFK @RI RELIHE HRV BPQUERON. B Q L QHAKSHFVIL Y WO'Q J L E
DUH VXEMHFW WR DPRUWLIDWLRQ RYHU D ZHLJKWWH® BB UW.LRCXNEQUO O L | BHBOINVSHWR BLP® WHOALUHG FHUWDL

ZHUH IXOO\ DPRUWL]HG UHVXOWLQJ LQ D UHGXFWLRQ RI RXU JURVV DVVHWY DQG DFFXPXODWHGG RDPRYWW]LR
'LYHVWLWXUHV ZLWKLQ 1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

$PRUWL]DWLRQ H[SHQVHV UHFRUGHG IRU DQG WKH ZHLJKWHG DYHUDJH XVHIXO OLIH DVVLJQHG WR LGHQWL
ZHUH DV IROORZV

<HDUV (QGHG ,Q OLOOLRQV ‘HF "HF "HF
"HYHORSHG WHFKQRORJ\

&XVWRPHU UHODWLRQVKLSY DQG EUDQGV
/JLFHQVHG WHSIOMWRORNVY DQG RWKHU
7JRWDO DPRUWL]DWLRQ H[SHQVHV

:H H[SHFW IXWXUH DPRUWL]DWLRQ H[SHQVH IRU WKH QH[W ILYH \HDUV DQG WKHUHDIWHU WR EH DV IROORZ

,Q OLOOLRQV 7TKHUHDIWHU 7RWI
)JXWXUH DPRUWL]DWLRQ H[SHQVHYV

I 552 0

6KRWWRF '"HEW

6KRUW WHUP GHEW ZKLFK SULPDULO\ LQFOXGHV W KHEROWILHR@W 8§ RRIWHRBPEIHOE QO O\ HMWP G&/HEW HEBMEH B XU U
SRUWLRQ RI ORQJ WHUP GHEW LQFOXGHV GHEW FODVVLILHG DV VKRUW WHUP EDVHG RQ WLPH UHPDLQLQJ X

:H KDYH DQ RQJRLQJ DXWKRUL]JDWLRQ IURP RXU % RELUWOG RRQL X Q BW B LRX W R REFRRIHERFAL\B\OX WRSTHUGSUIRS DD®B® FRPF

ELOOLRQ LQ ELD®ERQ LQ DQELOBBRQGRI FRPPHUF$MOR S DISFHHP E@ U DQG 'HFHPEHUQRFRP P HALH KD
RXWVWDQGLQJ

) IGDQRIDCE \BMP HQN 1 RMV \R & RQVRIEDWG ) IGDQFRIDCE \BAMP HQN




/IRQJHUP '"HEW

,Q OLOOLRQV

HF

'HF

(ITHFWLYH ,QWHUHVW
5DWH $PRXQW

$PRXQW

JL[HG UDWH VHQLRU QRWHV
GXH ODUFK
GXH -XO0\

GXH )HEUXDU\
GXH 0D\

GXH ODUFK
GXH 0D\
GX$XIXVW
GXH )HEUXDU\
GX$XIXVW
GX$XIXVW
GXH 1RYHPEHU
GXH )HEUXDU\
GXH ODUFK
GXH )HEUXDU\
GX$XIXVW
GX$XIXVW
GXH '"HFHPEHU
GXH )HEUXDU\
GXH )HEUXDU\
GXH ODUFK
GX$XIXVW
GXH 2FWREHU
GXH '"HFHPEHU
GXH )HEUXDU\
GXH -XO0\

GXH 0D\

GXH 0D\
GX$XIXVW
GXH '"HFHPEHU
GXH 1RYHPEHU
GXH ODUFK
GX$XIXVW
GX$XIXVW
GXH )HEUXDU\
GXH )HEUXDU\
GXH )HEUXDU\
GXH ODUFK
GX$XIXVW
GX$XIXVW
GXH )HEUXDU\

) ICDQRDE \WMP HQV

1 RMV R & RQVRIEDWG ) LCDQFIDCE \BAMP HON




‘HF ‘HF
(ITHFWLYH ,QWHUHVW
,Q OLOOLRQV 5DWH $PRXQW $PRXQW

2UHJRQSMQEFRQD ERQGYV
GXH '"HFHPEHU

GXH BHSWHPEHU

GXH -XQH

GXH BHSWHPEHU
7JRWDO VHQLRU QRWHV DQG RWKHU ERUURZLQJV
8QDPRUWL]HG SUHPLXP GLVFRXQW LVVXDQFH FRVWV DQG RWKHU
+HGJH DFFRXQWLQJ IDLU YDOXH DGMXVWPHQWYV
/RQJ WHUP GHEW
&XUUHQW SRUWLRQ RI ORQJ WHUP GHEW
7JRWDO ORQJ WHUP GHEW

7KHVH ERQGV P D EH UHP DUNHWMG RUMQGHUHG RQ D SHURGE EDVV DQG Z LOEH FOWLHG Z MIQ \WH FXUHOMSRUMROR BQJ WP G-EWOWH P ROV EHRUH UHP DUNAIZY. RUMQGHIQ)

$VR' HHP EHU FXUHQMBRURQR BQ) \MP G-EWGFOIGHY P IGRQ R KHGIH DFFRXQIR) IDUYDOHDGMWR HQW P IGRQDVR * HAHP EHU
6 HQRUL RMV

Ne) ZH VHWWOHGEIL@BDR® Rl RXU VHQLRU QRWHV WKDW PDWXUHG LQ ODUFK DQG -XO\

Ne) ZH LVVXHG D \HRW®MIRAIDIJIJUHIDWH SULQFLSDO DPRXQW Rl EHQQRRQQRWRIXU @ G LRHWQWOMHKEY L\Y KFCDW K T

2XU IL[HG UDWH VHQLRU QRWHYV SB\PD) WHIGHHP WHRL DI & DUDONH QRWHYV SULRU WR WKHLU PDWXULW\ DW R>
FHUWDLQ UHWYWWFMIDQMRQV XQGHU WKH QRWHY UDQN HTXDOO\ LQ ULJKW RI SD\PHQW ZLWK DOO RHRXIWYR
UDQN MXQLRU WR DOO OLDELOLWLHYV RI RXU VXEVLGLDULHV

$ Ul RQD YRV

.Q ZH UHPDUNHWEGLRQ DJJUHJDWH SULQFLSDO DPRXQW RI ERQS&XNWKRAXIHG R\ W/HKHH ,EABIK)RRY DE_IDDQDHF RO B
ORDQ DJUHHPHQWYV ZH HQWHUHG LQWR ZXWKRWUK MW\ ®RE XWKMU & D\U) RFODE Q/BISHBIEEW GV DUH XQVHFXKHGERB G N UFDY

DQG KDYH PRXSR®H ERQGYV DUH VXEMHFW WR RSWLRQDO WHQGHU VWDUWLQJ LQ )HEUXDU\ DQG PDQG
ERQGV IRU D QHZ WHUP SHULRG

5 HYROIQJ & UWHAVY DRIOIHV

,Q ZH DPHQGHGRWXU ELOOLRQ FUHGLW IDFLGLWOD RQH HDRHQ W KWRP DW X U LR/Q H5 DFDR) ZIDQ XHD[WH GG $teF A W R U
DPHQG WHKID\ ELOOLRQ FUHGLW IDFLOLW\ DJUHHPHQW SULRU WR LWV PDWXULW\ DW WKH HQG RI -DQXDU\

,Q ZH H[SDQGHDBXELOOLRQ UHYROYLQJ FUHGLWE LDRLAROVD Q@ GUMK IR HPOW XWR. W Q 16 DMWORIJ B E H(BHMQGHG E\
2XU UHYROYLQJ FUHGLW IDFLOLWLHY DUH XQRERXWRIZL QH D HRXDW/ R B Q GJLIMW LIR\Q R |D' @ 6 HOEG U DQG 'HFHPI
' HEVWO DUMAV

2XU DJJUHJDWH GHEW PDWXULWLHY EDVHG RQ RXWVWDQGLQJ SULQFLSDO DV RI 'HFHPEHU E\ \HDU S

,Q OLOOLRQV DQG WKHUHDIWHRW |

)JXWXUH GHEW PDWXULWLHV

) ICDQRID \BMP HON 1 RMV R & RQVRIEDWG ) LGDQAIDCE \BAMP HON




EETI ) oo

$VVHWYV DQG /LDELOLWLHY OHDVXDB&HORG B HARAXWHIG MIW%)DV UV I

"HFHPEHU "HFHPEHU

)DLDOXH OHDVXUHG DQG 5HFRUGBGWOXH OHDVXUHG DQG 5HFRU

DW 5HSRUWLQJ 'DWH 8VLQJ DW 5HSRUWLQJ 'DWH 8VLQJ
,Q OLOOLRQV /HYHO /HYHO /HYHO 7RWDO /HYHO /HYHO /HYHO 7RWDC
$SVVHWYV
&DVK HTXLYDOHQWYV
&RUSRUDWH GHEW 2 2 2 2 2 2
JLQDQFLDO LQVWLWXWLRQ LQVWUXPHQWYV 2 2
5HYHUVH UHSXUFKDVH DJUHHPHQWYV 2 2 2 2
6KRUW WHUP LQYHVWPHQWYV
&RUSRUDWH GHEW 2 2 2 2
JLQDQFLDO LQVWLWXWLRQ LQVWUXPHQWYV 2 2
*RYHUQPHQW GHEW 2 2
2WKHU FXUUHQW DVVHWYV
"HULYDWLYH DVVHWYV 2 2
ODUNHWDEOH HTXLW\ LQYHVWPHQWYV 2 2 2 2
2WKHU ORQJ WHUP DVVHWYV
"HULYDWLYH DVVHWYV 2 2 2 2
7RWDO DVVHWY PHDVXUHG DQG UHFRUGHG DW IDLU YDOXH 2 2
/JLDELOLWLHV
2WKHU DFFUXHG OLDELOLWLHYV
"HULYDWLYH OLDELOLWLHYV 2
2WKHU ORQJ WHUP OLDELOLWLHV
"HULYDWLYH OLDELOLWLHYV 2 2
7RWDO OLDELOLWLHV PHDVXUHG DQG UHFRUGHG DW IDLU YDOXH 2

/ HYHO LYV HOW FROWMR P RGH P DUNHWXQGY / HYHO  IQVHR HQIV FRQUMBUP DUD R P H GHSRVIW QR DQG ERQGY IMXHG B\ 11GDGRIDAQAMIRGY
/ HYHO  LQYHVR HOW FROAWBUP DUD R 8 6 7UHDVXY VHREXUMAY / HYHO IQYHWR HQV FROAWBUP DUD R GRQ8 6 JRYHICP HQAGHEW
/ HYHO  GHUYDUYH DEIOIAY FROWMARL HTXIWV FROMFW | RURXUGH HUHG FRP SHOVDMRQ SIRIWP  / HYHO  GHUYDMYH (ELOM IQFOGH D IRZ DU FROMDPNHDWG R ( VFURZ HG 6 KDUHV KHG / HYHO

GHUYDWYH MEIQIAV IQFACH ONXIGDWG GDP DI H SURYIMRQV UHDWIG R RXU, UHDQG 6 &,3 DUDQIHP HQWV

$VVHWYV OHDVXUHG DQG 5MHFRHM RIQGDDMR PDEMFXUULQJ %DVLYV

2XU QRQ PDUNHWDEOH HTXLW\ LQYHVWPHQWY DQG FHUWDLQ QRQ ILQDQFL 3O DYWHMQG VWKL 5K HDMWDQHLBE |
LI DQ LPSDLUPHQW RU REVHUYDEOH SULFH DGMXVWPHQW LV UHFRJQL]JHG LQ WKH FXUUHQW SHULRG ,I DQ R
LQYHVWPHQWY GXULQJ WKH SHULRG ZH FODVVLP\SW KBIRHQIWW HWFRDI'Q L HYG ® Q F6X B LIRIRGI\L 5@ DGOV D Q GL H DXL
FDWHJRULJHG DV /HYHO ZLWKLQDW KZH IOWWUOMD B XH) REMUDYBEOH LQSXWV VXFK DV SURVSHFWLYH ILQDQFLDC
UDWHV LQ WKH IDLU YDOXH PHDVXUHPHQW SURFHVV

2XU QRQ UHFXUULQJ IDLU YDOXH PHDVXUHPHQWYV LQFOXGH WKH YSIDOWHDWDL RQ RVIKRIX&H S R/G FPEDFUN H W D E OMUBD TN
YDOXH IRU ZKLFK ZDV PHDVXUHG DQG UHFRUGHGS$XVKQVUWYRQV DQSXWYHBWHWXRWM ZLWKLQ 1IRWHV WR &R
LQIRUPDWLRQ

) IGDQRIDCE \BMP HQN 1 RMV \R & RQVRIEDWG ) IGDQFIDCE \BAMP HQN




JLODQFLDO ,QVWUXPHQWYV DROX I HRRKR D GBHHG YOUW L QU UWAD V LV

JLODQFLDO LQVWUXPHQWY QRW UHFRUGHG DW IDLU YDOXH RQ D UHFXUULQJ EDVLV LQFOXGH QRQ PDUNHWD
JUDQWY UHFHLYDEOH LVVXHG GHEW DQG RXRU RXPAVWDRG LZXL UK ZBVY PHEDWXIWHRE BEBG UHFRUGHG XVLQJ /HYF

:H FODVVLI\ WKH IDLU YDOXH RI JUMKGWHV WH. P BMWHE OBILD VY CHONHDO RI WKHVH ILQDQFLDO7EKWVEIINY HDITBNVUR [P D WA
JUDQWY UHFHLYDEOH DV RI '"HFHPE®WWLRQ WAKMVDJJUHIJDWH FDUU\LQJ YDOXH RI JUDQWV EHBBILRMEOH DV RI

©H FODVVLI\ WKH IDLU YDOXH RI LVVXHG GHEW H AKX DLQJ WIRPPH [RF LVDIOH S/ Bi SIHEW EXFRGY @W \R E DVF HP EHEL OO L
RI "HFHPEHU

R 5 XOWG 2 WHUSRP SWHKHQUYH GFRP H / RW

7KH FKDQJHV LQ DFFXPXODWHG RWKHU FRPSUHKHQVLYH LQHRMWY IRRIVND EK BRIRISRGHONW B @F URIOORZHAG WD [

8QUHDOL]HG “$AEGXIDQDL@MXXDWLRTWDQVODWLRQ
*DLQV /RVVHYDQRQ2WKHU 3HEGMROWPHQWY DQG
,Q OLOOLRQV "HULYDWLYHV ([SHQVHV 2WKHU 7RWDO

%DODQFH DV RI '"THFHPEHU

2WKHU FRPSUHKHQVLYH LQFRPH ORVV EHIRUH UHFODVVLILFDWLRQV

$PRXQWV UHFODVVLILHG RXW RI DFFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH ORVV 2
D[ HHFWYV

2WKHU FRPSUHKHQVLYH LQFRPH ORVV

%DODQFH DV RI '"HFHPEHU

2WKHU FRPSUHKHQVLYH LQFRPH ORVV EHIRUH UHFODVVLILFDWLRQV

$PRXQWV UHFODVVLILHG RXW RI DFFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH ORVV
D[ HHFWYV

2WKHU FRPSUHKHQVLYH LQFRPH ORVV

%DODQFH DV RI '"THFHPEHU

2WKHU FRPSUHKHQVLYH LQFRPH ORVV EHIRUH UHFODVVLILFDWLRQV

$PRXQWYV UHFODVVLILHG RXW RI DFFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH ORVV
D[ HHFWYV

2WKHU FRPSUHKHQVLYH LQFRPH ORVV

%DODQFH DV RI '"HFHPEHU

ERY ¢ HDiH) ICDQRDOQWIKP HON

9ROXPH RI "HBEWD WILW H
7KH WRWDO JURVV QRWLRQDO DPRXQWYV IRU RXWVWDQGLQJ GHULYDWLYHV UHFRUGHG DW IDLU YDOXH DW

,Q OLOOLRQV 'HF 'HF

JRUHLJQ FXUUHQF\ FRQWUDFWYV
,QWHUHVW UDWH FRQWUDFWYV
(TXLW\ FRQWUDFWV

7TRWDO

5 HDWV \R RXUGH HUHG FRP SHQVDMRQ SURJ LDP

7KH WRWDO QRWLRQDO DPRXQW RI RXWVWDQGLQJ SD\ YDUERDPOHRQHFHRYHHEHPEH QW HOEVRQGDWRIVABBY E

) IGDQRIDCE \BWMP HQN 1 RMV \R & RQVRIEDWG ) IGDQFIDCE \BAMP HQN




J)DLDOXH RI '"HULYDWLYH ,QVWUXPHQWY LQ WKH &RQVROLGDWHG %DODQFH 6KHH'

"HFHPEHU "HFHPEHU
,Q OLOOLRQV $VVHWYV /LDELOLWLHV $VVHWYV /LDELOLWL

"HULYDWLYHV GHVLJQDWHG DV KHGJLQJ LQVWUXPHQWYV
JRUHLJQ FXUUHQF\ FRQWUDFWYV

,QWHUHVW UDWH FRQWUDFWYV 2 2
7RWDO GHULYDWLYHV GHVLJQDWHG DV KHGJLQJ LQVWUXPHQWYV

"HULYDWLYHY QRW GHVLJQDWHG DV KHGJLQJ LQVWUXPHQWYV

JRUHLJQ FXUUHQF\ FRQWUDFWYV

,QWHUHVW UDWH FRQWUDFWYV

(TXLW\ FRQWUDFWYV 2
(VFURZHG 6KDUHYV 2 2 2
,UHODQGD®&IBQIHPHQW : -

7TRWDO GHULYDWLYHV QRW GHVLIJQDWHG DV KHGJLQJ LQVWUXPHQWV
7TRWDO GHULYDWLYHV

IHWWHG FDVK DQG QRQ FDVK FROODWHUDO UHFHLYHG RU SOHGJHG
I1HW GHULYDWLYHV

" HUYDMYH DWHW DUH UHFRUGHG DV RKHUDWHW  FXUHQADQG BQ) \MUP
" HUYDMYH GDEIOIA DUH UHFRUGHG DV RKHUGDELDIY FXUHWDQG BQJ \MP
$ VXEWBQUDCP DIRUNY R \KHVH IQAKP HOV P DMUHZMMIQ P ROMV

5 HDMAV \R RXUGH HUHG FRP SHQVDWRQ SURJ UDP

*URVV GHULYDWLYH DVVHWYV DQG OLDELOLWLHYV VXERHEWLWRE EQREWOHB @ HIWHYBECRAWHEHBHBPHQWY ZHRDHOQGLRQ C
ELOOLRQ UHNMVHRAWHKFHBEHU *URVV DPRXQWYV UHFRJQL]JHG IRU UHYINHWHEUV HF®XKFKR O & DDA K H B © HSQOMH\G D

'"HULYDWLYHYVY LQ &DVK )ORZ +HGJLQJ 5HODWLRQVKLSV

7KH EHIRUH WD[ QHW JDLQV RU OHRPW IHYWH DSARW WLLERQV RIIG F\ R KWHOHR B K G JFHRWP S IF R B Q IV]LHIGH UED FREB OORYVQHW JD
PLOOLRQ QHW ORVVRVYA@LRQ RE®W JDLQV LQ

$PRXQWYV H[FOXGHFG LYRIRHYV WHVRLQOLRUBHW ORVVHMODQRQ QHW ORVVHWPILQOLR® QW ORVVHV LQ

JRU LQIRUPDWLRQ RQ WKH XQUHDOL]JHG KROGLQJ JDL@¥FFR®RXUHBW HRBQRGWKHLY B R/R S H MKHWRAW KHIL QIRHRGY R OE B M
2SHUDWLRQV VBAFARXMODWHG 2WKHU &RPSUHKHQVLYH ,QFRPH /RVV ZLWKLQ IRWHV WR &RQVROLGDWHG )

'"HULYDWLYHVNOQOQH)PHBILQJ SHODWLRQVKLSYV
7KHIHFWY RI GHULYDWLYH LQVWUXPHQWY GHVLJQIVQKMGI DN VIV LGNBILR W B FKH SH H IV R @ FZFHRUHQ D)\H GRIO® R

zV
*DLQV /RVVHV RQ 'HULYDWLYHYV
HU
F

5HFRJ(
BWDWHPHQWYV RI 2SHUDWLRQ
<HDUV (QGHG ,Q OLOOLRQV HE HE H
,QWHUHVW UDWH FRQWUDFWYV
+HGJHG LWHPV
7JRWDO P 2 -

) ICDQRID \BMP HON 1 RMV R & RQVRIEDWG ) LGDQADCE \BAMP HON




7KH DPRXQWV UHFRUGHG RQ WKH &RQVROLGDWHG %DODQFH 6KHHWV UHODWHG WR FXPXODWLYH EDVLV DGN

&XPXOD®ARXQW RIDDXWY !

/ILQH ,WHPV LQ WKH &RQVROLGDWHG %DODQFH 6KHHW\,&DQUK$.Q:R(XWWHR4HM;“ H G H®HPE GWIHERIMXVWPHQW ,QFO>
,QFOXGHG VVHWYV /LDEL OLWLH DUU\ERBXGWVHWYV JLDEL

,Q OLOOLRQV 'HF 'HF 'HF 'HF
6KRUW WHUP GHEW

/IRQJ WHUP GHEW

7RWDO

'"HULYDWLYHV 1RW '"HVLIJIQDWHG DV +HGJLQJ ,QVWUXPHQWYV

7KHIHFWY RI GHULYDWLYH LQVWUXPHQWY QRW GHVLJQDWHG DV KHGJLQJ LQVWUXPHQWY RQ WKH &RQVROLC
/RFDWLRQ RI *DLQV /RVVHV
<HDUV (QGHG ,Q OLOOLRQV 5HFRJQL]JHG LQ ,QFRPH RQ '"HULYDMRYHV ‘HF ‘HF

JRUHLJQ FXUUHQF\ FRQWUDFWWQWHUHVW DEHAWRWKHU
, QWHUHVW UDWH FRQWUDFWV , QWHUHVW DJHGNVRWKHU

(VFURZHG 6KDUHYV ,QWHUHVW DHOVRWKHU 2 2
2WKHU ODULRXV

7TRWDO

:H LQFXUUEGOOLRQ RI ORVVHV LQ UHODWHG WR FKDQJHV LQ IDLU YDOXH RI WKH (VFURZHG 6KDUHV UHO
'"HFHPEHU UHIHU WR 1RWH (DUQLQJV /RVV 3HU 6KDUH DQG 6WRFNKROGHUV (TXLW\ ZLWKLQ 1RWEH

2XU ,UHOD Q@G BHHPHPEROWKFRQWDLQVY FRQVWUXFWLRQ UHODWHG OLTXLGDWHG GDPDJH SURYLVLRQV WKDYV
FORVHO\ UHODWHG WR WKH UHOHYDQW KRVW FRQWUDFW WKXV UHTXLUQQJ EL4XUFDWHMVH G Q\K M HSSLDREDVEH
$SROOR DQG UHFRJQL]HGE@OORYWRWEKHQYW QABRPWKKIK FKDQJH LQ IDLU YDOXH RI WKH OLTXLGDW\NGHGJDBE)EIH
OLDEURUWLPRNVNOOLRWERKYEG ORQJ WHRIWP ORDEOQRWLMHW RI '"HFHPEHRBLOORRMXHQ ORQJ WHNWPROLBEH®EWUHW :
SHULRGLFDOO\ UHDVVHVV WKH SUREDELOLW\ Rl SD\LQJ VXFK OLTXLGDWHG GDPDJHV D QL3 WHIFJRHMW | B GFK B @Q/XK

5 HWHP HQHQH VB OQV

'"HILQHG &RQWULEXWLRQ 30DQV

:H SURYLGH WD[ TXDOLILHG GHILQHG FRQWULEXWLRQ SODQV IRU WKH EHQHILW RI HOLJLEOH HF/X®RSDBDWQ VIR
GHVLIJQHG WR SURYLGH HPSOR\HHV ZLWK DQ DFFXPXODWLRQ RI IXQGV IRU UHWLUHPHQW RQ D WD[ GHIHUUH
QRQ WD[ TXDOLILHG VXSSOHPHQWDO GHIHUUHG FRPSHQVDWLRQ SODQ IRU FHUWBLQOUR®& ®\VFRIP FH\PEWNH G (
DV RI " HFHPEHU UHRWHEH®EEWXHRQOLRHE IKRQMRIVLGDWHG %DODQFH 6KHHWYV

:H H[SHQVH®LOOLRQ LQ PLOOLRQ LQ PDQGLRQ LQ IRU PDWFKLQJ FRQWULEXWLRQV EDVHG RQ WKH DP
TXDOLILHG GHILQHG FRQWULEXWLRQ DQG QRQ TKID ®IDIWHEL&HI A E Q WE LFER®VS HRY D@ MRIQHSD B QVXDOLILHG GHILC
WKURXJK '"HFHPEHU LQFUHDVHG IURP -DQXDU\ WKURXJK 'HFHPEHU DQG GHFUHDVHG EHJLQQL:

8 6 5HWLUHH OHGLFDO 30DQ

8SRQ UHWLUHPHQW ZH SURYLGH FHUWDLQ EHQHILWY WR HOLJLEOH 8 6 HPSOR\HHV/ERKREAKUBHL KWW HDBQSEH R
D SRUWLRQ RI WKH FRVW WR SXUFKDVH HOLJLEOH FRYHUDJH LQ D PHGLFDO SODQ

$V RI '"HFHPEHU DQG '"HFHPEHU WKH SURMHFWRH® @ HR® IPUGRELRQ D MK IRFKV XZ/HHIBGHW KH Q@ FR XRQM |
'"HFHPEHU DQG 'HFHPEHU FRUUHVSRQGLQJ IDLWIPYOOKXRY BPQLO®GGNVRRD VN HMPEHBAKUH DQG 'HFHPEI
8 6 SHWLUHH OHGLFDO 30DQ zZDV LQ WKH QHW DVVHW SRVLWLRQ

7KH LQYHVWPHQW VWUDWHIJ\ IRU 8 6 5HWLUHH OHGLFDO 30DQ DVVHWYV LV WR LQYHVW SULFPKXWLDVVWOL DXLt
LQ WD[ DZDUH JOREDO HTXLW\ DQG IL[HG LQFRPH ORQJ FUHGLW SRUWIROLRYK I RVWDK BRDWH ROIRAED O UHT XOIFWAL
RI' D GLYHUVLILHG PL[ RI HTXLWLHV LQ GHYHORSHG FRXQWULHYV

) ICDQRIDCB \BMP HON 1 RMV R & RQVRIEDWG ) LCDQFIDCE \BAMP HON




7KH WD[ DZDUH IL[HG LQFRPH ORQJ FUHGLW SRUWIRRHRDDW RRPWR RBGWRI KR DWV HW HFEODOMWZH®O I0OXFW XD
OLTXLGLW\ FRQFHUQV DQG ZLOO W\SLFDOO\ EH UHEDODQFHTXZKH @ QBW GLIGRIFWRH MISWHRWRHH@EEHWU ZKLFK I
VLIJQLILFDQW DPRXQW PDMRULW\ DPRXQW DV RI '"HFHPEHU RI WKH 8 6 5HWLUHH OHGLFDO 30DQ DVVt
IDLU YDOXH XVLQJ7HMHHPDD@X@®INV8 6 5HWLUHH OHGLFDO 30DQ DVVHWYV ZHUH LQYHVWHG LQ IL[HG LQFRPH

$V Rl '"HFHPEHU WKH HVWLPDWHG EHQHILW SD\PHQWYV IRU WKLV SODQ RYHU WKH QH[W \HDUV DUH C

,Q OLOOLRQV
3RVWUHWLUHPHQW PHGLFDO EHQHILWV

3HQVLRQ %HQHILW 30DQV
H SURYLGH GHILQHG EHQHILW SHQVLRQ SODQV LQ FHUWDLQ FRXQWULHXHPRIYMRVILILRL ADIQNY 6 D DOH/O EQ® H

%HQHILW 2EOLJDYM\ROVNYQ® BGHQVLRQ %HQHILW 30DQV

7KH YHVWHG EHQHILW REOLJDWLRQ IRU D GHILQHG EHQHILW SHQVLRQ SODQ LV WKH DFWXDULDO SUHVHQW
HPSOR\HH V H[SHFWHG GDWH RI VHSDUDWLRQ RU UHWLUHPHQW

<HDUV (QGHG ,Q OLOOLRQV 'HF "HE

&KDQJHV LQ SURMHFWHG EHQHILW REOLJDWLRQ IRU SHQVLRQ EHQHILW SODQV
%HJLQQLQJ SURMHFWHG EHQHILW REOLJDWLRQ

6HUYLFH FRVW

JQWHUHVW FRVW

$FWXDULDO JDLQ ORVYV

&XUUHQF\ H[FKDQJH UDWH FKDQJHV

30DQ FXUWDLOPHQWYV

30DQ VHWWOHPHQWYV

2WKHU

(QGLQJ SURMHFWHG EHQHILW REOLJDWLRQ

&KDQJHV LQ IDLU YDOXH RI SODQ DVVHWYV IRU SHQVLRQ EHQHILW SODQV
%HJLQQLQJ IDLU YDOXH RI SODQ DVVHWYV

$FWXDO UHWXUQ RQ SODQ DVVHWYV

&XUUHQF\ H[FKDQJH UDWH FKDQJHV

30DQ VHWWOHPHQWYV

2WKHU

(QGLQJ IDLU YDOXH RI SODQ DVVHWYV

1HW XQIXQGHG VWDWXV Rl SHQVLRQ EHQHILW SODQV
$PRXQWYV UHFRJQL]JHG LQ WKH &RQVROLGDWHG %DODQFH 6KHHWYV
2WKHU ORQJ WHUP DVVHWYV

&XUUHQW OLDELOLWLHYV

2WKHU ORQJ WHUP OLDELOLWLHV
$FFXPXODWHG RWKHU FRPSUHKHQVLYH ORVV LQFRPH EHIRUH WD]
$FFXPXODWHG EHQHILW REOLJDWLRQ

7 KH SURMIPMG EHQH IWREQ DUIRQ Z DV DSSUR] [P DIMD IQWH8 6 DQG  RXMCGHR WH8 6 DVR ' HAHP EHU DQG' HAHP EHU

7KH IDIUYDGH R SOQ DWHW Z DV DSSUR [P DIMO IQWH8 6 DG RXWCHR WH8 6 DVR' HFHP EHU DSSWR [P DD IQWH8 6 DQG  RXMCHR WH8 6 DVR

" HHP EHU

7KH DFFXP XOWG RHUFRP SUHKHQUYH ®W IQFRPH  EHRUH\B[  Z DV DSSUR [P DIMO IQWH8 6 DQG  RXWMCHR WH8 6 DVR ' HFHP EHU DSSWR [P DMO IQWH8 6 DG

RXMCHR WH8 6 DVR' HAHP EHU

&KDQJHV LQ DFWXDULDO JDLQV DQG ORVVHV LQ WKH SURMHFWHG EHQHILWHRECH WHKWHL RRUDUWIG RH DIHSBMROF K |
JDLQV DQG ORVVHV 8QGHU WKLV DSSURDFK QHW DRWWEHLODUJIBIUQR | RWKE RRMVRIWHIFQVH F BV Q HRILW REOLJDWL
DPRUWL]JHG RQ D VWUDLJKW OLQH EDVLV RYHU WKH DYHUDJH UHPDLQLQJ VHUYLFH SHULRG RI DFWLYH SODC(

) IGDQRIDCE \BWMP HQN 1 RMV \R & RQVRIEDWG ) IGDQFIDCE \BAMP HQN




$V Rl '"HFHPEHU WKH DFFXPXODWHG EHRLHIOWRREBQGDWRRQURIZMUH 8 6 SODQ DQG GR®B'BIFSOGBAYV Ut
WKH DFFXPXODWHG EHQHILWPREMLIFOWERGY IZRIQHRU WKH 8 6 SODQ DQG @QR@®B'BIFSOBAY UHVS BDROWLHFGIP E H
QRQ 8 6 SODQV KDG SURMHFWHG EHQHILW REOLJDWLRQV DQG DFFXPXODWHG EHQHILW REOLJDWLRQV LQ HJ

,Q OLOOLRQYV 'HF 'HF
30DQV ZLWK DFFXPXODWHG EHQHILW REOLJDWLRQ LQ H[FHVV RI SODQ DVVHWYV

$FFXPXODWHG EHQHILW REOLJDWLRQ

30DQ DVVHWYV

30DQV ZLWK SURMHFWHG EHQHILW REOLJDWLRQ LQ H[FHVV RI SODQ DVVHWV
URMHFWHG EHQHILW REOLJDWLRQ
30DQ DVVHWYV

$VVXPSWLRQV IRU 3HQVLRQ %HQHILW 30DQV

"HF "HF
" HLJKWHG DYHUDJH DFWXDULDO DVVXPSWLRQV XVHG WR GHWHUPLQH EHQHILW REOLJDWLRQV
"LVFRXQW UDWH

5DWH Rl FRPSHQVDWLRQ LQFUHDVH

<HDUV (QGHG "HF "HF "HF
 HLJKWHG DYHUDJH DFWXDULDO DVVXPSWLRQV XVHG WR GHWHUPLQH FRVWV

"LVFRXQW UDWH

(ISHFWHG ORQJ WHUP UDWH RI UHWXUQ RQ SODQ DVVHWYV

5DWH RI FRPSHQVDWLRQ LQFUHDVH

:H HVYWDEOLVK WKH GLVFRXQW UDWH IRU HDFK SHQVLRQ SODQ E\ DQDO\]LQJ FXUUHQW PDUNHW ORQJ WHUP
OLDELOLWLHYV

:H HVYWDEOLVK WKH H[SHFWHG ORQJ WHUP UDWH RI UHWXUQ RQ SODQ DVVHWVY E\ GHYHORSLQJ D IRUZDUG (
DFFRXQW IDFWRUV VXFK DV WKH H[SHFWHG UHDO UHWXWIQQ UFOWH WAERIQWUSW A UIR. i DWWHRM BEIDAXW Q QF MWK BQ W DRX(
WDUJHW DVVHW DOORFDWLRQ SHUFHQWDJHY DQG WKH ORQJ WHUP UHWXUQ DVVXPSWLRQ IRU HDFK DVVHW I

)XQGLQJ
2XU SUDFWLFH LV WR IXQG WKH YDULRMNWLSHRWV WVRR) FSHOHDW W K@ PERXRXW WHKITXLUHPHQWY RI DSSOLFDEOH ORF
SHQVLRQ DQG UHWLUHH PHKXF®HGSDD QY "HFEHIREHU JXQGHG VWDWXV LV QRW LQGLFDWLYH RI RXU DEL

IXQG UHWLUHPHQW WUXVWYV

1HW SBHULRGLF %9HQHILW &RVW
7KH QHW SHULRGLF EHQHILW FRVW IRU SHQVLRQ DPRIGO® 6RQYHWPUBB ARG LOD O ERQGILRY VL @DV

3HQVLR®BB0OBWQYV

‘"HFHPEHU ‘"HFHPEHU
)DLWOXH OHDVXUHPHQWYV )DLWOXH OHDVXUHPHQWYV
,Q OLOOLRQV /IHYHO  /HYHO /HYHO 7ZRWDO /HYHO /HYHO /HYHO 7RWDO
(TXLW\ VHFXULWLHV 2 2 2 2
JLIHG LQFRPH LQYHVWPHQWYV 2 2
$VVHWY PHDVXUHG E\ IDLU YDOXH KLHUDUFK\ 2

$VVHWYV PHDVXUHG DW QHW DVVHW YDOXH
&DVK DQG FDVK HTXLYDOHQWYV
7TRWDO SHQVLRQ SODQ DVVHWYV DW IDLU YDOXH

) IGDQRIDCE \BWMP HQN 1 RMV \R & RQVRIEDWG ) IGDQFIDCE \BAMP HQN




8 6 3MQ$WHW

7KH LQYHVWPHQW VWUDWHJ\ IRU 8 6 3HQVLRQ 30DQ DVVHWWLQWRQMROPREWIEHUBDQEGERG VW B VLW N R\W B WQ ¥
HQDEOIMPLHQW DVVHWY WR EH DYDLODEOH WR SDV ISH Q@WLRRF EWQR QL WR B0 MKKBVVFRWHFORNMY ZLOO IOXFWXDW
OLTXLGLW\ FRQFHUQV DQG ZLOO W\SLFDOO\ EH UHEDOD QFHGHZK HQFR® A VIKBE Wi KLHD WHIVY R W QUADVQ J'BXW L QK L F K
3HQVLRQ 30DQ DVVHWYVY ZHUH LQYHVWHG LQ FROOHFWLYH LOQYHVWPHQW WUXVW IXQGV ZKLFK DUH PHDVXUF

1RQ8 6 3OMQ$WHW

7KH LQYHVWPHQWYV RI WKH QRQ 8 6 SODQV DUH PDQDJHG E\ LQVXUDQFH FRPSDQLHV SHQVLRQ IXQGV RU WI
ZKHUH WKH DVVHW VKHU HQLYGIWHWPMH)GY PDQDJHU PDNHV LQYHVWPHQW GHFLVLRQV ZLWKLQ WKH JXLGHOLQHV \
LQVXUDQFH FRPSDQLHV RU SHQVLRQ IXQGV XQGHU VWDQGDUG FRQWUDFWYV IROORZ ORFDO UHJXODWLRQV I
KDYH WKH GLVFUHWLRQ WR VHW LQYHVWPHQW JXLGHOLQHV WKH DVVHWYVY DUH LQYHVWHG LQ GHYHORSHG F
GLUHFW LQYHVWPHQW ,Q JHQHUDO WKH LQYHVWPHQW VWUDWHJI\ LV GHVLIJQHG WR DFFXPXODWH D GLYHUV
DQG WR KHOSI HRLHEWH SHQVLRQ DVVHWY WR EH DYDLO D E DKIHWHR )SIDW \E HQYH MW/\P FDY WK IHQ FMRFHH QGRXQ18 6 SODQ
RI HTXLWLHV RI GHYHORSHG FRXQWULHYV LQFOXGLQJ WKH 8 61 KDQE ARBWILRG RDH N HVKH VIR Y R X IWKFRHKQWY VIWKAHL
DVVHWY PHDVXUHG DW QHW DVVHW YDOXH ZKLFK DUH LQYHVWHG LQ7KHGWE U X \D CERRFOWQRBE[RXYEY RERG
FRQWURO RYHU ZDV DSISHB[LROFWRHIXLW\ DXGHGJIH IXQG LQYHVWPHQWYV LQ IL[HESQRRMPHIWHDYG KHGJIH IXQ
LQYHVWPHQWYV LQ

(VWLPDWHG )XWXUH %HQHILW 3D\PHQWYV IRU 3HQVLRQ %HQHILW 30DQV
$V Rl '"HFHPEHU HVWLPDWHG EHQHILW SD\PHQWYV RYHU WKH QH[W \HDUV DUH DV IROORZV

,Q OLOOLRQV
3HQVLRQ EHQHILWYV

HE ( P s® HH ( TXW, GRHQIYH 3 OQV

2XU HTXLW\ LQFHQWLYH SODQV DUH EURDG EDVHG ORQJ WHUP SURJUDPV LQWHQGHG WR DWWUDFW DQG U}
LQFOXGH RXU 30DQ DQG RXU (633

8QGHU WKH FOOQLRQ VKDUHV RI FRPPRQ VWRFN KDYH EHHQ DXWKRUL]JHG IRU LVVXDQFH DV HTXLW\ DsAD
RI '"HFHPEHU PLOOLRQ VKDUHV RI FRPPRQ VWRFN UHPDLQHG DYDLODEOH IRU IXWXUH JUDQWYV
8QGHU WKH 30DQ ZH PD\ JUDQW 56\ WDm@BEWNBWNZREYWILIRYMUYLFH FRQGLWLRQ DV ZHOO DV 568V ZLWK D

VHUYLFH FRQGLWLRQ ZKLFK ZH FDOO 368V 368VYLPUHH\ DMGWHES O/R\IDPHMWRXS RI VHQLRU RI

JRU 368V JUDQWHG LQ WKH QXPEHU RI VKDUHV Rl RXU FRPPRQ VWRBNHBREBER UPPFE EWHSH D WR GHAVOIO U DY
WKH WDUJHW JUPRIQW6BPRHNAWW ZLOO EH GHWHUPLRGEGFRPBBGE HRE W MLIKQHE @ D3RW K HMH SHD LR U P D Q FHKSIHBD. WX W
FDSSHG DW WKH WDUJHW JUDQ@®5 DFRQAIDEWILRKD PHURRXNWHRI VWRFN SULFH DSSUHFLDWLRQ SOXV DQ\ GLYLC

JRU 368V JUDQWHG LQ DQG WKH QXPEHU RI VKDUHV RI RXU FRPPRQWWNWRIHS WRLEUWP DIQFHLSHGLRE XNHY

Rl WKH WDUJHW JHB@WB8DPRWRXW ZLOO EH GHWHUPLQHG EDVHG RQ RXU SHUIRUPDQFH L UHODWLYH WR
WR D UHYHQXH JURZWK PHWULF ZHLJKWHG DQG D FDVK IORZ IURP RSHUDWLRQV PHWUWKUHHSHWULRGE PD Q.
SHULRG DQG LL DV PD\ EH DGMXVWHG E\ WZR5HRIXRXOW F R PRQVWE RFFNG B HEHVOMI H/GKER] B L @\E\R WHKIPHHESH Q RKR D U
,QGH[ RWHKWBHSHDURG DQG UHYHQXWK&$HMMSSIRWIRMKRARD QFH6SHWLR®HDVXUH RI VWRFN SULFH DSSUHFLDWLRQ S
SHUIRUPDQFH SHULRG )RU 368V RYHUDOO SD\RXW ZLOO EH FD65SHE QWIDWHYWDWEBIFRPEQ REDRRXKQ@MW L=
SD\RXW DUH FDSSHG DW

$V Rl '"HFHPEHU PLOOLRQ 368V ZHUH RXWVWDQGLQJ 368V YHVW WKUHH \HDUV DQG RQH PRQWK IROORZLQJ
DZDUGV JHQHUD O®X Y HWDVBR YWKH JUDQW GDWH

) IGDQRIDCE \BWMP HQN 1 RMV \R & RQVRIEDWG ) IGDQAIDCE \BAMP HQN




6KDUH %DVHG &RPSHQVDWLRQ

6KDUH EDVHG FRPSHQVDWLRQ UHFRELOOHRBELQOLRRPDM) ELDPERQ LQ "XULQJ WKH DFWXDO WD[ EHQ
GHGXFWLRQ IURP VKDUH EDVHBLDIOLREGLYRMWRIOHEG PDQGLRQ L& UHFRJQL]JHG D UHODWHG RLDOHFSM QQH RI
PLOOLRQ LQ PRLOGLRQ LQ IRU VKDUH EDVHG DZDUGV DV D UHVXOW RI WKH VKRUWIDOO EHWZHHQ WKH
DZDUGYV

SHVWULFWHG 6WRFN 8QLWYV DQG 3HUIRUPDQFH 6WRFN 8QLWYV
:HLJKWHG DYHUDJH DVVXPSWLRQV XVHG LQ HVWLPDWLQJ JUDQW YDOXHV ZHUH DV IROORZV

<HDUV (QGHG "HF "HF "HF

(VWLPDWHG YDOXHYV

5LVN IUHH LQWHUHVW UDWH

'LYLGHQG \LHOG 2
9RODWLOLW\

6XPPDU\ RI DFWLYLWLHV
1XPEHU RI 6WRFN 8QLWYV
2XWVWDQGLQJ QHLIJKWWHKBUDJF
OLOOLRQV *UDQW 'DWH QIXI

%DODQFH DV RI "THFHPEHU
*UDQWHG

9HVWHG

JRUIHLWHG

%DODQFH DV RI '"THFHPEHU

([SHFWHG WR YHVW

7KH DJJUHJDWH IDLU YDOXH RI DZDUGYV BANIOMW REHVWHRBQL QQ EADDPGE RQ LQ ZKLFK UHSUHVHQWYV WKH PDL
WKH GDWH WKDW WKKHH 568BYQWHGWMWGE IDLU YDOXH RI DZDUGHLWRDRBYBUWRHEG LR ELWMW@@YRQ 1KH QXPEHU RI 56!
LQFOXGHV VKDUHV RI FRPPRQ VWRFN WKDW ZH ZLWKKHOG RQ EHKDOI RI HPSOR\HHV WR VDWLVI\ WKH PLQLF
RI HVWLPDWHG IXWXUH IRUIHLWXUHV

$V Rl '"HFHPEHU XQUHFRJQL]JHG FRPSHQVDWLRQ FRVWYV UHODWHG WR 56 &\ QO BRMY$IEF WQW R U R KRR JIQTXH
RYHU D ZHLJKWHG DYHUBDHUBSHULRG RI

6WRFN 3XUFKDVH 30DQ

7KH (63BOORZV HOLJLEOH HPSOR\HHV WR SXUFKDVHRIKWKHW RO RKIRFRRPRERFNIWRFNVWRFN RQ VSHFLILF G
PLOOLRQ VKDUHV RI FRPPRQ VWRFN DUH ®XIXKRWBMBIIFHFHFENDQF P MKUIRQ K KDUHYV RI FRPPRQ VWRFN UHI

(PSOR\HHV SXUFRDWY®IGRQ VKDUHV RI FRPPRQ WEABNR@ XQGHRWWKRLOOLRIB VKDUHV RI FRPPRQOAMVRRFNQIRU L
PLOOLRQ VKDUHV RI FRPERQOLWRRFMNQIRIVUHFHPEHU XQUHFRJQL]JHG VKDUH EDVHG FRPSHQVDWLRQ FRVYV
VWRFN XQGHU WKWRWD@BIBOOUIRB[SHFW WR UHFRJQL]JH WKRVH FRVWVWZR P DQSWKI.RG RI DSSUR[LPDWHO\

) IGDQRIDCE \BMP HQN 1 RMV \R & RQVRIEDWG ) IGDQFIDCE \BAMP HQN




&RP P W HQW DQG & RQMI HGAHY

/ HDVHV

:H UHFRJQL]HG RSHUDWL @WE& H D VOIREQ D WRHWWPVRILQVGIVRP LOOLRQ LQ D Q G RAVRHHWH DF R Q &% HQ JO LDIEQ OLRVPHY O L
DOBWKHU ORQJ WRUP PLODELRGVLAHYLRQ LQ DV RI '"HFHPEHU 2XU RSHUDW L QW R HIDAHW XK@Y HP

RSWLRQV WR H[WHQG WKW DHBWHAHLRKVXISGWRY HUDJH UHPDLQIHDUVHEBHWIHQP ZDWQG WKH ZHLJKWHG DYHU
LQ DV RI '"HFHPEHU IRU RXU RSHUDWLQJ OHDVHV

2SHUDWLQJ OHDVH H[PHQWVH RQ\WLQ PLOOLRQ LQ PDQGLRQ LQ LPEOXGRQJILQ YDULDEOH OHDPHOHIBRQ\

DQG PLOOLRQ LQ

:H UHFRJQL]HG ILQDQFH OHDV G DQW HVQ\G LHJT 3 URBBHQWRRIDV RI '"HFHPEHRLOOLRQ DV RI '"HFHPEHU RI .
UHODWHG WR D SUHSDLG ILQDQFH KOHWDUHDRM XIXGGC FIRPPHQBEB RSRQ VWDUW RI VXSEXOUWHU SURGXFWLRQ DQG

:HLQFXUUHG QRQ FDVK LPSDLRIPHQMR @ KIUJIJHVRRI FHUWDLQ OHDVHG DVVHWYV DV D GLUHFW U HFIXGOONL RQ W& H
UHVXOW RI WKH SHVWUXFWXULQJ 30DQ VHH 1RWH SHVWUXFWXULQJ DQG 2W KH{H & KDAKIHWI HAM WKHUEG LR
UHVWUXFWXULQJ DQG RWKHU

'LVFRXQWHG DQG XQGLVFRXQWHG OHDVH SD\PHQWYV XQGHU QRQ FDQFHODEOH OHDVHV DV RI '"HFHPEHU

,Q OLOOLRQV 7KHUHDIWHU7RWD O
2SHUDWLQJ OHDVH SD\PHQWYV

JLQDQFH OHDVH SD\PHQWYV

3UHVHQW YDOXH RI OHDVH SD\PHQWYV

&RP P \WW HQN

&RPPLWPHQWYV IRU FDSLWDO H[EFHQO®ILWRRQUMHW RV RWIEHCRHEGHHELOOLRQ DV RI '"HFHPEHU D PDMRULW\ RI ZKlL
PRQWKYVY 2WKHU SXUFKDVH REOLJDWLRQV DQG FREPOWPRIQWY WRWPFE8RABHLS SUR [L ER&EBUIR[Q ADWRIOHFHPEHU

2WKHU SXUFKDVH REOLJDWLRQV DQG FRPPLWPHQWY LQFOXGH SD\PHQWYV GXH XQGHU VXSSO\ DJUHHPHQWYV |
&RQWUDFWXDO REOLJDWLRQV IRU SXUFKDVHV RI JRRGV RU VHUYLFHVY UHODWH WR DJUHHPHQWY WKDW DUH
PLQLPXP TXDQWLWLHYV IL[HG PLQLPXP RU YDULDEOH SULFH SURYLVLRQV DQG WKH DSSUR[LPDWH WLPLQJ |
WKH PLQLPXP FDQFHOODWLRQ IHH XQGHU WKH DJUHHPHQW

2WKHU SXUFKDVH FRPPLWPHQWY DOVR LQFOXGH RXU XQUHFRJQL]JHG FRPPLWPHOQWUWIRR XD BRRKRIQUDHI\FS\HFRQL !
GHILQLWLYH DJUHHPHQW HQWHUHG LQWR ZLWK %URRNILHOG GXULQJ UHIHU WR 1RWH 1RQ &RQWUROO
XQIXQGHG FRQWULEXWOLARRQR@LDW RI '"HFHPEHU

/ HIDCB WRFHHAQIV

:H DUH UHJXODUO\ SDUW\ WR YDULRXV RQJRLQJ FODLPV OLWLJDWLRQ $WQ&IRWRKHMRESWRFHHGLQBVKDRQHF ®¥XE

ELOOLRQ UHODWHG WR OLWLJPWQ R QRLEY YLRIFOLGE L BWND @ QG XDFMFLURXH G ILQWHUHVW UHODWHG WR DQ (& LF
(IFOXGLQJ WKH 9/6, FODLPVPGBDRYPEIQ® EHWVO BUHVHQW EHOLHYHV WKDW WKH XOWLPDWH RXWFRPH RI WKHV}
KDUP RXU ILQDQFLDO SRVLWLRQ UHVXOWV RI RSHUDVOIHRIQWY FDRRHIODRZYJI\RD RY WHDOW WG HRBNU®REBWHUQ"
XQFHUWDLQWLHY DQG XQIDYRUDEOH UXOLQJV H[FHBQLYMRUDEDLH WKV R0 XRMLIRHY HFRKQWE VL OR®E G FR ¥ KEY W D
&HUWDLQ RI WKHVH RXWVWDQGLQJ PDWWHUV LQFOXGH VSHFXODWLYH VXEVWDQWLDO RU LQGHWHUPLQDW!I
UHPHGLHV DUH VRXJKW XQIDYRUDEOH UHVROXWLRQV FRXOG LQFOXGH DQ LOQMXQFWLRQ RU RWKHU RUGHU ¢
SDUWLFXODU EXVLQHVYV SUDFWLFH$QRQUHTRUDE QB RY¥WIHFBFRIHHPBGUMYXOW LQ D PDWHULDO DGYHUVH LPSDF
SRVLWLRQ DQG R ¥HPDIXOW WONVGRGAWRQFOXGH WKDW VHWWOLQJ RQH RU PRUH VXFK PDWWHUV LV LQ WKH EHV)
VHWWOHPHQW FRXOG LQFOXGH VXEVWDQWLDO SD\PHDAVK D {[f HSRW DPR § § B K (Gl 5DV0 0D V& FAHFAW BHI® HEQ\® FRRZ D Q \
VHFWLRQ LV DSSURSULDWH DW WKLV WLPH

) IGDQRIDCE \BMP HQN 1 RMV \R & RQVRIEDWG ) IGDQRIDCE \BAMP HQN




( XURSHDQ &RP P MMRQ & RP SHWMRQ 0 DU

Q WKH (& IRXQG WKDW ZH KDG XVHG XQIDLU EXVLQHVV SUDFWLFHV WR SHUWVIXGGEH F RYWEWRN (S DMWRY B XU H
$UWLFOH $UWILF®H Rl WKH (XURSHDQHHRQ®RWLFQ JHQHUDO WKH (&URX.G 0 HVIKIEWRIKD ¥ DRIOBW HBRQGLWLRQL
WKDW UHTXLUHG FXVWRPHUV WR SXUFKDVH DOO RU PRVW RI WKHLU [ PLFURSURFHVVRUV IURP XVKHQ@ E\ F
RUGHUHG XV WR HQG WKH DOOHJHG LQIULQJHPHQW U HEIHUQLFRE) WIRQHQ ZKLW IG ZFLSYDRG DQ GV K A SRK HGGDT %D U W |

:H DSSHDOHG WKH (& GHFLVLRQ WR WKH (XURSHDQ &RXUW RI -XVWLFH LQ DIWHU WKH *HQHUDO &RXUW
LWV HOQWLBHBWHPEHU WKH &RXUW RI -XVWLFH VHQW WKH FDVH EDFN WR WKH *HQHUDO &RXUW WR H[DP
-DQXDU\ WKH *HQHUDO &RXUW DQQXOOHG WKH (& V ILQGLQJV ELDIOQRWY XMQUHUIMIFOLHG REEQWHY X
YJHEUXDU\ 7KH *HQHUDO &RXUW V -DQXDU\ GHFLVLRQ GLG QRW DQQXO WKH (& V ILQGLQJ WKDW ZH PD(

,@SULO WKH (& DSSHDOHG WKH *HQHUDO &RXUW V ILQGLQJV UHJDUGLQJ UHEDWHV WR WKH &RXUW RI -X
WKH MXGJPHQW RI WKH *HQHUDO &RXUW

,Q 6HSWHPEHU WKH (& IPRORMHREDOOLRQ ILQH DJDLQVW XV EDVHG RQ LWV ILQGLQJ WKDW ZH PDGHHS
DSSHDOHG WKH (& V GHFLVLRQ DQG LQ '"HFHPEHU W KHPHIHRDPL @RX BY U HOXH @ G DWKHHS IS MMOMPRKWL RFQW B
RlI -XVWHFKDYH UHGXFHG RXU SUHYLRXVO\ DFFUXHG FKDWIH (RWR IOV IRIQH MHP PISSUR[LPDWKIORK LQFOXGHYV
HIHFWV DQG DFFUXHG LQWHUHVW DQG DUH XQDEOH WR PDNH D UHDVRQDEOH HVWLPDWH RI WKH SRWHQWLI
QDWXUH RI WKHVH SURFHHGLQJV

/ M DIRQ 5 HOMWYG R 6 HEXUMY 9 XQHUDELDIHY

,Q -XQH D *RRJOH UHVHDUFK WHDP QRW IWIKHDG , QW KO ®@ Q G HOMKHUHER?SBPROUHW\ YXOQHUDELOLWLHYV WKH
S6SHFWUH” DQG *0HOMRR PO Q\WK\BWWRI PLFURSURFHVVRWVL WL ¢ VMOXEEMUCRXKHIUREQGCGAWIY OLNH WKHVH DUH
RWKHU FRPSDQLHV LQ WKH LQGXVWU\ WR YHULI\ WKH UHVHDUFK DQG GHYHORS DQG YDOLGDWH VRIWZDUH L
VHEXULW\ YXOQHUDELOLWLHV ZDV SXEOLFO\ UHSRUWHG EHIRUH VRIWZDUH DQG ILUPZDUH XSGDWHV WR DG

&RQVXPHU FODVV DFWLRQ ODZVXLWYV DUH SHQGLAKHDIONQYWRXS XLUB MKW &/ B UHPE® DKW DDULRXV FODVVHV
FODLP WR KDYH EHHQ KDUPHG E\ RXU DFWLRQV DQG RU RPLVVLRQV LQ FRQQHFWLRQ ZLWK 6SHFWUH OHOW(
LGHQWLILHG VLQFH DQG DVVHUW D YDULHW\ RI FRPPRQ ODZ DQG VWDWXWRU\ FODLPV VHHNLQJ PRQHWI
MXULVGLFWLRQV EHWZHHQ DQG ZHUH FRQVROLGDWHG IRU DOO SUHWULDO SURFHHGLQJV LQ WKH 8 6
,QWHO LQ -XO\ EDVHGCDRQXIUHDWRWSLO HDIGHD1 ¥ Q WEKO&IL B GBS BAWBW RWKH GLVWULFW FRXUW V MXGJPHQW
OLWLIJDWLRQ ,Q IRYHPERMUILOH® DZFRQWVIXPWUIFODVV DFWLRQ FRPSODLQW LQ WKH 8 6 'LVWULFW &RXUW IR
YXOQHUDELOLW\ YDEINDQW GLVPQRBVHRBPPRQO\ UHIHUUSDGI XWRWDV 3' RWZKH DBOLY W UQ FW FR X H VWA LW ER WIS G CBLADN. Q
YLDEOH FODLP ZLWK GHNDXWWVR DRPHOQGGLYWULFW FRXUW GLVPLVVHG ZLWK SUHMXGLFH WKN CPMIORBHG GR F
DQG GHQLHG ,QWHO V PRWLRQ WR GLVPLVV VXEFODVV FODLPV SOHDGHG LQ WKH DOWH WU\W DVDIHYGH X @ @ AR Q/GKI
FRPSODLQW ZKLFK ,QWHO PRYHG WR GLVPLVV LQ "HFHPEHU ,Q &DQDGD DQ LQLWLDO VWDWXV FRQIHUH
SHQGLQJ LQ WKH 6XSHULRU &RXUW RI -XVWLFH RI 2QWDULR DQG D VWD\ RI D VHFR QGO HVERQG OQO DLV Wik
PD\ EH DVVHUWHG VHHNLQJ PRQHWDU\ GDPDJHV RU RWKHU UHODWHG UHOLHI *LYHQ WKH SURFHGXUDO SRV
WKH HDUO\ VWDJHVY WKDW DOOHJHG GDPDJHV KDYH QRW EHHQ VSHFLILHG WKDW XQFHUWDLQW\ H[LVWYV DV
FODVVHV LI FHUWLILHG DQG WKDW WKHUH DUH VLJQLILFDQW IDFWXDO DQG OHJDO LVVXHV WR EH UHVROYH
DQ\WKDW PLJKW DULVH IURP WKHVH PDWWHUYV

) ICDQRIDCH \BMP HON 1 RMV R & RQVRIEDWG ) LGDQFIDCE \BAMP HON




/ M DURQ'5 HDWG \R 6 HI P HQUS HSRWIY DQG, QMEDO RXQAY 0 RGHO

$ VHFXULWLHY FODVV DFWLRQ ODZVXLW ZDV ILOHG LQ WKH 8 6 'LVWULFW &RXUW IRU MKHVYRBEWE&RDIQQ'L WWKU
RXU VHIJPHQW UHSRUWLQJ LQ WKH ILUVW TXDUWHU RI WR DOXIRVWR R XUN®HZF RYW W URUDGH ILIRXE) @/K\H RFSIHVUH
VLPLODU ODZVXLW DQG LQV2EWREHDQ DPEQDH@GWHRQVROLGDWHG FRPSODLQW JHQHUDOO\ DOOHJLQJ WKDW (
PLVOHDGLQJ VWDWHPHQWY DERXW WKH JURZWK DQG SURVSHFWV RI WKH IRXQGU\ EXVLQHVV DQG VHHNLQJ
DFTXLUHG RXU FRPPRQ VWRFN RU SXUFKDVHG FDOO RSWLRQV RU VROG SXW RSWVRQV RQ RRUUBRFRRQ VWR
GLVPLVVHGVS OPHMEHG FRQVROLGDWHG FRPASYODLOQWG IWRGCGIQHDMEGKD®N $SDOVRAVRIUI PLVOHRB LFQRIX YW DIW BIRMQMEY 8
DPHQG EXW LQ -XO\ GlIVV AMIAARHEG SIDDH@QGWH.G FRPSODLQW DQG HQWH WHG IMX APV VIME ® HEQ S RSV DI® D
PLVOHDGLQJ VWDWM AKDQW VD SEHDHIMB KH SURFHGXUDO SRVWXUH RI WKW KDYH DLISSHDXOGHE W WH BEW WWKUHL. B\ OFLR
WR PDNH D UHDVRQDEOH HVWLPDWH RI WKH SRWHKQW LD KORR VW IRWHU D @ PHWRAHORNWMAH UL DQ\

6WRFNKROGHU GHULYDWLYH ODZVXLWYV KDYH EHHQ ILOHG LQ '"HODZDUH VWILW HUNVQEU HDEFHKUHISO WAKREKLUUWV L. ®XOFCLE
IHGHUDO VHFXULWLHY ODZV E\ PDNLQJ RU DOORZLQJ WKH VWDWHPHQWAK W ISDW LIAHWVAKD G 8 H DY Bl'W LLYCH VOO \X»
GDPDJHV IURP WKH GHIHQGD QWM RRVEHNWKDOH FIWRWBOSHQGLQJ GHYHORSPHQWY LQ WKH VHFXULWLHV FODVYV

/[LWLIDWLRQ 5HODWHGOWRBOWHQW DQG ,3

:H KDYH KD@IULQIJHPHQW ODZVXLWYV ILOHG DJDLQVW XV LQFOX®RYWEXQW R® YWH CAAPD MPH/GVWKR W/ KRIVJAV B L ¥ FRIVI
WHFKQRORJLHV LQIULDSGEYRIWKHUWVHVYIXOWY LQ WKHVH ODZVXLWYV PD\ LQFOXGH DZDUGV RI VXEVWDQWLDO ILC
SUHYHQWLQUJIMVLIQRFHUWDLQ IHDWXUHV IXQFWLRWY DOUWMMHYW SR GXORVKWD YRIUWMHBKDRHIM RXU EXVLQHVV SUD
SURGXFWV RU WHFKQRORJLHV ZKLFK FRXOG UHVXOW LQ D ORVV RI UHYHQXH IRU XV DQG RWKHUZLVH KDUP
LQGHPQLI\ WKHP DJDLQMWN GHHPHDMMVY E®DLPV ZKLFK FDQ LQFUHDVH RXU FRVWY DV D UHVXOW RI GHIHQGLQJ
DFFHSW SURGXFW UHWXUQV RU VXSSO\ RXU FXVWRPHUV ZLWK QRQ LQIULQJLQJ SURGXFWV LI WKHUH ZHUH
GLVFRQWLQXH WKH XVH RI RXU SURGXFWV VHUYLFHV DQG WHFKQRORJLHV DV D UHVXOW RI LIGIMWOQRFXVLEQ\

9/ 6, THKQRBI\ // & Y ,QMO

,Q 2FWREHU 7HF®X®RORJ\ //& 9/6, ILOHG D FRPSODLQW DJDLQVW XV LQ WKH 8 6 'LVWULFW &RXUW IR QUK H
SURFHVVRU SURGNRSWW 8 QULQBH6, DFTXIBHIPG FIRREXIEW RN 9/8, VRXIJKW GDPDJHV DWWRUQH\V IHHV FRVW
HLJBWWHQWY DQG WKH FRXUW HGWHUHG 190000 IGDPHCWIKS &RXUW V MXGR 0 IRQ WHEH KIRY HIGOD WL Q SIS PIDQW. ¥
DUJXPHQW EHIRUH WKH )H GH#SSHD @V URKX L ME & BBUWOR| ,Q9/6VKUBMHGELQIJHPHQW VXLWYV DIJDLQVW XV LQHWWH BQ
‘LVWUIZRMD\RIDFFXVLQJ YDULRXV RI RXU SURAHYOWGRELWRRQQ U SQWHPGMW LRV KDG DFTXLUHG IURP 1;3

" 7KH IZMMOW FDVH ZHQW WR WULDO LQ )HEUXDU\ ED Q G LRIQHI RIX \O\L BVABUDED BQ9 (5WQ DBIBHI@QMWR @ IRU LQIUL!
DQRWKHU SDWHQW XQGHU WK H $SGRIEW U L Q HWRIHHF K X ¥ VOMQ@W/WU HG |LQD OEMRGLRIQQMD 6 R B D GH Q1D /GPD 6 S
LQ SUH MXGJPHQW DQG SRVW DISSHPEA® WEW HIXGIWHQW WR WS SIH)MG\H ULDIF @ K G E RLUWV &R XFRK BW V' UHM
OLFHQVH IURP JRUWUHVV ,QYHVWPHQWKKMRBNE WUDPTELYEWILW@&RXYMOMBRUG RUDO DUJXPHQW LQ 2FWR
UHYHUVHG WKH ILQGLQJ RI LQIULQJHPHQW DV WR W KPLSDNKRIQW G R U DZK KER BB WKV DG UGHE! LQIULQJ
IRU ZKLFK 9/6, KDG EHH @ DZOURG GEXW YDFDWHG WKH GDPDJHV DZDUG DQG VHQW WKH FDVH EDFN WR
7KH JHGHUDO &LUFXLW DOVR UXOHG WKDW ,QWHO FDQ DGYDQFH WKH GHIHQVH WKDW LW LVUQDPHBYET
%RDUGIS7TLQVWLWXWHG ,QWHU 3DUWHYV 5HYLHZV ,35 RQ WKH FIDRY \FDRXQ ® QR LKD ¥ B\ EDHH® - IXQIW L Q J H
FODLPV XQSDWHQWDEOH 9/6%% VVGHFI NDRE® WEKH 37WHO PRYHG WR DGG WKH GHIHQVH 7W KDPAR WWRLQ/ LDt

SHQGLQJ
" 7KH VHFR{DO/ FDVH ZHQWSWROWULDDQ® WKH MXU\ IRXQG WKDW ZH GR QRW LQIULQJH WKH D\ELIOWWRG &
LQIULQJHPHQW SOXV HQKDQFHG GDPDJHV IRU ZLOOIXO LQIULQJHPHQW ,Q BHSWHPEHU WKH FRXU'

SHQGLQJ DQG WKH FRXUW KDV QRW \HW HQWHUHG ILQDO MXGJPHQW

) ICDQRID \BMP HON 1 RMV R & RQVRIEDWG ) LGDQAIDCE \BAMP HOW




" 7KH WHKLD® FDVH ZHQW WR WULDO LQ 1RYHPRBW H P D LZQ MKV &/ WHNOWH BWQ G IJWKH SDWHQW YDOLG DQG L(
DSSUR[LPDWRDO®OOLRQ LQ GDPDJHV SOXV LQWHKH ¥RXDGG KD W QRN QW RMWAMUIHG ILQDO MXGJPHQW ,Q
WULDO DQG IRU MXGJPHQW DV D PDWWHU Rl ODZ QRWZLWKVWDQGLQJ WK$SYHOGLFW ROHODPRRNG IR I
LW LV OLFHQVHG WR 9/6, V SDWHQWY DQG WKH FRXUW JUDQWHG ,QWHO V PRWLRQ WKDW VDPH PRQWE
 QWHOFHQVH THHOMH UHWXUQHG D YHYRBLWWVIUQDQWWQMUQYRY FRPSOHWH DQG WKH FRXUW ZLOO C
REWDLQHG D OLFHQVH WR WKH DVVHU QHCH QASH DD W KQRH @/ IZRXVK ), IQOWHIOY ZKHQ JRUWUHVV ,QYHVWPHC

,Q 0D\ 9/6, ILOHG D FDVH LQ 6KHQ]KHQ ,QWHUPHGLDWH 3HRSOH VI&RGU@J DERDQVKDIQVERO /YOG H O Q&K L.
&R /WG 9/6, RMSHMHEW DIDLQVW FHUWDLQ ,QWHO &RUH SURFHVVRUV 'HIHQGDQWYV ILOHG DQ LQYDOLGD\
$GPLQLVWUDWILRQF&IKHOG D KHDULQJ Z®H EWEPEHY FRXUW KHOG WULDO SURFHHGLQJV LQ -XO\ DQG 61
DV 50% PLOOLRQ LQ FRVWYV DQG H[SHQVHV EXW QR GDPIDIHUNO |G BWEW HPE-HU FODMPKRI&YKH DVVHUWHG SDW
GLVPLVVHG 9/6, V FDVH

,Q 0D\ 9/6, ILOHG D FDVH LQ 6KDQJKDL ,QWHOOHFWXDO 3URSHD®L @R X6KD @IORQ V&R , QMO B R GQ,M VRO :
DVVHWRQUNHIWHQW DIDLQVW FHUWD LDKH WKIIDQ&RD H SRMRFM WWHRILE WULDO KHDULQJV LQ '"HFHPEHU DQG LQ C

WKRXVDQG DQG DQ LQMXQFWLRQ ,Q 2FWREHU WKH 6KDQJKDL FRXUW LVVXHG D GHFLVLRQ ILQGLQJ |
ILQGLQJ RI QRQ LQIULQJHPHQW WR WHKHI GXSWHIFH BHRSOHM W &RXWW KHOG DQ HYLGHQWLDU\ KHDULQJ LQ 2FW

,Q SDUDOOHO LQ '"HFHPEHU ZH KDG ILOHG D SHWLWLRQ WR LQYDOLGDWH WKH SDWHQW DW LVVXH LQ WK
DSSHDOHG WKH GHFLWIR® WQVEB\%HLMLQ) ,QWHOOHFWXDO 3URSHUW\ &RXUW XSKHOG WKH YDOLGLW\ RI WK
&RXUW LQ -XQH V PRBWHKHDIDE6RT WKH QRQLQIULQIJHPHQW GHFLVLRQ DQG RXU DSSHD RIRWHW YB® DGE QWS HEHA

,Q -X0\ ,QWHO ILOHG VXLW DJDLQVW 9/6, LQ 8 6 'LVWULFW &RXUW IRU WKH 'LVWULFW RI '"HODZDUH UHT.
ILOHG PRWLRQV UHTXHVWLQJ WKDW ,QWHO V FRPSODLQW EH GLVPLVVHG WUDQVIHUUHG RU VWD\HG ,Q 'HF
XQWLO 0D\ 7KH '"HODZDUH FRXUW KDV QRW WDNHQ IXUWKHU DFWLRQ DQG FRQWLQXHYDW R RXEWLY H R/QWDLVE X\
OLFHQVH GHIHQVH

$V RI '"HFHPEHU ZH KDYH DFFUXHG D FKEUWUOH RR @ $FHORD WHIBWW BI\VDKIH XQ@DBDOWIWRWIDRNH D UHDVRQDEO
H[FHVV RI UHFRUGHG DPRXQWYV

(WH2 J ,QQRYDIRQV Y %0 HWDO

BIQFH$SULO (LUH2J ,QQRYDWHEBWHHE O UR W IERMSSODLQW YV HQWHUD (D VMDY BENIDEBQ Y W 0 Q AXVOVB@BUY DOOH.
YDULRXV SURGXFW$0Z REE&YV, QQIHQ @IHGQXPHURXYV SDWHQWYV (LUH2J VHHNV FRPSHQVEWWRURFFODPDJIEQGI KYWHE
LQGHPQBRHYPD]RQHE 6HUYLBHV&LSVFR 'HOO +3( +3, ,%0 /HQRYR DQG 2UDFOH LQ FRQQHF VRXSD V¥ HW W VQ WIH
,%0 ILOHG WKHLU DQVZHUV LQ -XQH ,Q WKHVH FDV$XJXD/\WD UNPDQGKWDWUDQJ LIW WFKKHGOOMHHEG | RRIU)HE U X D U\
DQVZHUV LQ -XQH DQG 6HSWHPEKB 0DUNPDSQHFWLWHONLQ WKRVH PDWWHUV ZDV KHOG LQ 0D\ DQG WULD
GLVPLVV IRU ODFN RI MXULVGLFWLRQ LQ -XO\ ZKLFK ZDV GHQLHG DQG LW VXEVHTXHQWQDO @ BGNKSE DHX
+3( PDWWHUV LV VFKHGXO$6 PRY H® WFK GLVPLVV WKH FRPSODLQW LQ -XQH DQG (LUHES UHVISE @GHHRBWALR!
WKH DPHQGHG FRPSODLQW LQ -XO\ ZKLFK ZDV GHQLHG DQG LWKWXENWYN KB Q VK@ DHI8 GR-IBIIVMK @Y Z IUK HG 2 €
"HFHPEHU DQG WULDO LV VFKHGXOHG IRU '"HFHPEHU ,Q BHSWHPEHU (LYFHRU DL 6 3V R L QAN FPXRW 5k
WKH SURFHGXUDO SRVWXUH DQG WKH QDWXUH RI WKHVH FDVHV LQFOXGLQJ WKDW WKH SHQGLQJ SURFHHGI
WKHUH DUH VLJQLILFDQW IDFWXDO DQG OHJDO LVVXHV WR EH UHVROYHG ZH DUH XQDEOH W\ KFCDM HP LDJ KIWM [DM
WKHVH PDWWHUV

0 HAD & RQMQA/B LRMAIRQY , QMO

Q BHSWHPEHU .ROLQNOLQGI! 13 KBIKQISP\EUREBVK & FRBEHMPWSEYHMA\OHG DIJDLQVW ,QWHO DQG FXVWRPHUV LQ
'"HODZDUH DQG WKHUQWH BGRPWLRQYIDRQ ,7& 3KLOLSY DOOHJHG WKDW FHUWDLQ ,QWHO GLJLWDO YMZHRR EWS
SDWHQWYV LQFOXGLQJ LQWHJUDWHG FLUFXLWV DQG DV VR F L DT/ RAQR ZICHMIQIKDH RHEBRYUFD WHRX § W B S DR G X/F)
ODUFK WKH ,7& LVVXHG D ILQDO GHWHUPLQDWLRQ FRQFOXGLQJ WKDW 3KLOLGNFKYGR®DRW GG PYWWD RLR
ZDV OLIWHG 3KLOLSY WKHQ VROG WKH DVVHUWHG SDWHQWYV WR NG VIV &R BWH G W GURFRVIHERWS B0 WQERUI L Q Q-X
VHHNV PLOOLRQPLROLRQ LQ GDPDJHV IRU UR\DOWLHYV EHWZHHQ WKH FDVH ILOLQJ DQG WKH SO \WR QW
IRU VXPPDU\ MXGJPHQW RI LQYDOLGLW\ RI ERWK SDWHQWYV DQG LVVXHG KDM QS 6 HDXGI® H'Q W H@® WEKHRIUR IF HE
QDWXUH RI WKLV FDVH LQFOXGLQJ WKDW WKHUH DUH VLJQLILFDQW IDFWXDO DQG OHJDO LVVXHV WR EH UH
ORVVHV WKD@W PLJKW DULVH IURP WKLV PDWWHU

) ICDQRID \BMP HON 1 RMV R & RQVRIEDWG ) LCDQFIDGE \BAMP HON




:H XVH WHUPV WKURXJKRXW RXU GRFXPHQW WKDW DUH VSHFLILF WR ,QWHO RU WKDW DUH DEEUHYLDWLRQ\

GRFXPHQW
THUP

"HILQLWLRQ

(633
30DQ

(PSOR\HH 6WRFN 3XUFKDVH 30DQ
(TXLW\ ,QFHQWLYH 30DQ

SHVWUXFWXULQRWVWD@QG FDSLWDO UHGXFWLRQ LQLWLDWLYHV DSSURY$)GEEWP D)Q Q DHOFFHHQ &R PIPK M/ \E R BIURE W

GHVLIJQHG WR DGMXVW VSHQGLQJ WR FXUUHQW EXVLQHVV WUHQGY DQG DFKLHYH REMHFW
UHGXFLQJ FDSLWDO H[SHQGLWXUHV DQG UHGXFLQJ FRVW RI VDOHV ZKLOH HQDEOLQJ ,QW
FRUH VWUDWHJ\

S5HVWUXFWXULRIDYPVIRUPDWLRQDO LQLWLDWLYH DQQRXQFHG DQG VXEVHTXHQWO\ DSSURYHG LQ 4 E
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$, 3&
$OWHUD
$0°'

$0,&
$SROOR
$SSOH

$50

$6,&

$63

% (36
%URDGFRP
%URRNILHOG
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&(2
&+,3686FW
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&,62
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&29,"
&38
&63
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(36

RUJDQL]DWLRQDO VWUXFWXUH DQG UHGXFH PDQDJHPHQW OD\HUV DFURVV IXQFWLRQV ZKl
E\ UHGXFLQJ LQYHVWPHQW LQ ORZHU SULRULW\ SURJUDPV DQG LQLWLDWLYHYV

7KH ILIWK JHQHUDWLRQ PRELOH QHWZRUN ZKLFK EULQJV GUDPDDMIG ZRISFIKR X HPH.@GIW D VQD C
WHFKQRORJ\ DQG RSSRUWXQLW\ IRU PDQ\ LQGXVWULHV

$UWLILFLDO LQWHOOLJHQFH

$UWLILFLDO LQWHOOLJHQFH SHUVRQDO FRPSXWHU
$OWHUD &RUSRUDWIRQL®JEURIUDPAPREOH VHPLFRQGXFWRUV SULPDULO\ )3*$V DQG UHO
$GYDQFHG OLFUR 'HYLFHV ,QF

$GYDQFHG ODQXIDFWXULQJ ,QYHVWPHQW &UHGLW
$SROOR *OREDO O0DQDJHPHQW ,QF

$SSOH ,QF

$GYDQFHG 5,6& PDFKLQH

$SSOLFDWLRQ VSHFLILF LQWHJUDWHG FLUFXLW
$YHUDJH VHOOLQJ SULFH

%»DVH HURVLRQ DQG SURILW VKLIWLQJ
%URDGFRP ,QF

%URRNIUMBW ODQDJHPHQW

&RPSRXQG DQQXDO JURZWK UDWH

&OLHQW &RPSXWLQJ *URXS RSHUDWLQJ VHIPHQW

$ QRQSURILW RUJDQL]DWLRQ WKDW UXQV D JOREDO GLVFORVXUH VA\VWHP IRU LQYHVWRUV
LPSDFWV

&KLHI HIHFXWHYH RI

&UHDWLQJ +HOSIXO ,QFHQWLYHV WRBHRIBIKWH 6HPLFRQGXFWRUV IRU

&KLHI ,QIRURDMHLRQ 21

&KLHI ,QIRUPDWLRIQFBIHFXULW\ 21

&KLHI RSHUDWLQJ GHFLVLRQ PDNHU

7KH LQIHFWLRXV GLVHDVH FDXVHG E\ FRUKQBKLADXW GBIRD BB3H6E HRIORED O G B R B E WIKF 2EN /¢
S3URFHVVRU RU FHQWUDO SURFHVVLQJ XQLW

&ORXG VHUYLFH SURYLGHU

&KL FKQR O RURKRU

'DWD &HQVWHWDIQELDO ,QWHOOLJHQFH RSHUDWLQJ VHIPHQW

8 6 'HSDUWPHQW RI &RPPHUFH

(XURSHDQ &RPPLVVLRQ

(OHFWURQLF GHVLJQ DXWRPDWLRQ WRROV XVHG WR GHVLJQ DQG YHULI\ HOHFWURQLF V\

(PEHGGHG PXOWL GLH LQWHUFRQQHFW EULGJH D IRUP RI ' SDFNDJLQJ WHFKQRORJ\ GI
KHWHURJHQHRXV FKLSV

(DUQLQJV SHU VKDUH
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(VFURZHG 6KDUHV6KDUHV RI ,QWHO FRPPRQ VWRFN KHOG LQ HVFURZ WR EH UHOHDVHG WR WKH 8 6 'HSDUW

(6%

(8

(89

([FKD Q¥FW
)DE

YRUP
)3*$
*38

SURFHHGV LQ FRQQHFW ISFEQ BHFK RX(QEOBFH DIUHHPHQW ZLWK WKH 8 6 *RYHUQPHQW
HVFURZ DW WKH HQG RI WKH SHUIRUPDQFH SHULRG KDOI Rl WKH VKDUHV ZLOO EH UHOHD
DQG FDQFHOOHG

(QYLURQPHQWDO VRFLDO DQG JRYHUQDQFH
(XURSHDQ 8QLRQ

(IWUHPH XOWUDYLROHW OLWKRJUDSK\

6HFXULWLHV {FMKBQJH

6HPLFRQGXFWRU PDQXIDFWXULQJ ZDIHU IDEULFDWLRQ IDFLOLWLHV

$QQXDO 5HSRUW RQ )RUP IRU WKH \HDU HQGHG 'HFHPEHU
JLHOG SURJUDPPDEOH JDWH DUUD\
*UDSKLFV SURFHVVLQJ XQLW

*OREDO)RXQGULHYOREDO)RXQGULHV ,QF

x5
+LJIJK B9
+3&

,'0

L QWHO
,06

, QW H U QKM RY

, 3
,32
,38

0DD6
0" $

*OREDO 5HSRUWLQJ ,QLWLDWLYH

+LJK 1XPHIBHDWXUH ((WUHPH 8OWUDYLROHW

+LJK SHUIRUPDQFH FRPSXWLQJ

,QWHJUDWHG GHYLFB FNBQKFREMEXEMWRU FRPSDQ\ WKDW ERWK GHVLJQV DQG EXLOGV FKLSYV
,QWHO &RUSRUDWLRQ

,06 IDQRIDEULFDWLRQ *PE+ D EXVLQHVV ZLWKLQ ,QWHO )RXQGU\ WKDW GHYHORSYV DQG S
,QWHUQKIMQRY PDUNHW LQ ZKLFK FHUWDLQ ,QWHO DQG ORELOH\H SURGXFWV DUH VROG
,QWHOOHFWXDO SURSHUW\

,QLWLDOIBXKEQLF RI

,QIUDVWUXFWXUH SURFHVVLQJ XQLW D SURJUDPPDEOH QHWZRUNLQJ GHYLFH GHVLJQHG \
RYHUKHDG DQG IUHH XS SHUIRUPDQFH IRU &38V

ORELOLW\ DV D VHUYLFH
ODQDJHPHQW V 'LVBRWDWLRDVDQG

OHQWHH 5RERWLFUHQWHH 5RERWLFV /WG

0* $
1$1°
1(;

QP

138
19,,$
2'0
2(&'
2(0
RQH$3,
3&
3RZHUD

368
4XDOFRPP
o

5')9
5LEERQ)(7

5,6& 9
568
6%$6%
6&,3
6(&

ODUNHWLQJ JHQHUDO DQG DGPLQLVWUDWLYH

1$1' IODVK PHPRU\

IHWZRUNLQJ DQG (GJH RSHUDWLQJ VHIPHQW

IDQRPHWHU

IHXUDO SURFHVVLQJ XQLW

19,",$&RUSRUDWLRQ

2ULJLQDO GHVLJQ PDQXIDFWXUHU

2UJDQL]DWLRQ IRU (FRQRPLF &R RSHUDWLRQ DQG '"HYHORSPHQW

2ULJLQDO HTXLSPHQW PDQXIDFWXUHU
2SHQ FURVV DUFKLWHFWXUH SURJUDPPLQJ PRGHO WKDW IUHHV GHYHORSHUV WR XVH D V
3HUVRQDO FRPSXWHU

,QWHO V EDFNVLGH SRZHU GHOLYHU\ WHFKQRORJ\ WKDW URXWHV SRZHU FRQQHFWLRQV W
GHOLYHU\ IURP VLJQDO URXWLQJ WR UH GIXFIH FRRG H\OW ERG ER®WRHYH FSKRBHSHMWIRUPDQFH L
PDQXIDFWXULQJ QRGHV

SHUIRUPDQFH VWRFN XQLW
4XDOFRPP ,QF

5HVHDUFK DQG GHYHORSPHQW
5HDGLO\ GHWHUPLQDEOH IDLU YDOXH

$*DWH $00 $URXQG *$$ WUDQVLVWRU WHFKQRORJ\ GHYHORSHG E\ ,QWHO WKDW XVHV UL
WKH JDWH HOHFWURGH

5HGXFHG ,QVWUXFW L RQH&HNW R&R PLSYYHN H U
S5HVWULFWHG VWRFN XQLW
6XVWDLGFERXIOWLQJ 6WDQGDUGYV %RDUG
6HPLFRQGXFWRU &R ,QYHVWPHQW 3URJUDP
8 6 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ

6HFXUH (QFODYH 6HFXUH (QFODYH SURJUDP$R@WGHU WKH &+,36
6HPLFRQGXFWRU /MRIMFEUDISQ RI HOHFWURQLF GHYLFHVY SURFHVVLQJ LQIRUPDWLRQ WR FRPSOHWH WDVNV
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6. K\QL] 6. K\QL[ ,QF

6/3 6LOYHU /DNH 3DUWQHUV

60,& 6HPLFRQGXFWRU ODQXIDFWXULQJ ,QWHUQDWLRQDO &RUSRUDWLRQ

6HPLFRQGX\FWRU BURFHYYVYHY DQG WHFKQRORJLHYVY DSSOLHG LQ WKH SURGXFWLRQ RI VHPLFRQGXFWRU ORJL
THFKQRORJ

6R& 6\VWHP RQ D FKLS ZKLFK LQWHJUDWHY PRVW RI WKH FRPSRQHQWY RI D FRPSKWHU BRBWB®

6R& SURGXFWV DFURVV PDQ\ PDUNHW VHJPHQWYV IRU D YDULHW\ RI DSSOLFDWLRQV
6RIW%DQN *URXS 6RIW%DQN *URXS &RUS
62)5 6HFXUHG 2YHUQLJKW )LQDQFLQJ 5DWH D EHQFKPDUN LQWHUHVW UDWH IRU 86 GROODU Gt
6\WWHPV IRXQGU\$ VHUYLFH SURYHGWWH @QXDWR RIQG VHPLFRQGXFWRU PDQXIDFWXULQJ DQG GHVLJQ VROXWLF
7$0 7RWDO DGGUHVVDEOH PDUNHW

7D[ SHIRUP 8 6 7D[ &XWV DGBEWREV

7&)" 7DVN )RUFH RQ &OLPDWH 5HODWHG )LQDQFLDO 'LVFORVXUHV

7TRZHU 7RZHU 6HPLFRQGXFWRU /WG

765 7TRWDO VWRFNKROGHU UHWXUQ

80& 8QLWHG OLFURHOHFWURQLFV &RUSRUDWLRQ

8 6 8QLWHG 6WDWHV

86 *$$3 8 6 *HQHYPRHBBMHRXQWLQJ 3ULQFLSOHV

8 6 5HWLUHH OHG8FRD BRVWQHWLUHPHQW OHGLFDO %HQHILWYVY 30DQ

9, ( 9DULDEOH LQWHUHVW HQWLW\

[38 BURFHVVRUV WKDW DUH GHVLJQHG IRU RQH RI IRXU PHMRAFHRPBOBRYISDUFKLWHFWXUHV

6XSSEP HQBO HEY




&RQWUROV DQG 3URFHGXUHYV

, GKHUHQW 1P MIAMRQY RQ ( THAYHAHW Rl & RQARY

2XU PDQDJHPHQW LQFOXGLQJ RNXWIBU IDQFGE SQ Gif HEBHIWRQ/ DR WD RHFW WKDW RXU GLVFORVXUH FRQWURO\
ILQDQFLDO UHSRUWLQJ ZLOO SUHYHQW FRROQ &iW 8 FW VIWCHP HQ R FPIDWIVMHW IK®RQ@ PHIDXOGGHVLIQHG DQG RSHUDWHC
DVVXUDQFH WKDW WKH FRQWURO VWKWHEPHWY IRIEMR IF Y IFRFOWZULROO VB M WPHHRV P X VW UHIOHFW WKH IDFW WKDW WKH
PXVW EH FRQVLGHUHG UHODWLEHRPDRWHKRLW KRVWQX HJXHQWKOULPLWDWLRQV LQ DOO FRQWURO VI\VWHPV QR F
PLVVWDWHPHQWY GXH WR HUURU RU IUDXG ZLOO QRW RFFXU RWKDWKDBHBIQOGHRHFWRIG LVVXHY DQG LQVWDQ

( YDODIRQR! ' IWFBVXUH & RQARY DQG 3 LRFHGXUHV

%DVHG RQ PDQDJHPHQW V HYDOXDWLRQ ZLWK WKH ISBHW ICFQG DBWILRE@ LSRN UL @ b QFRI EWY 8 BFOH B [ RX WMKYHH SHU LR G
SULQFLSDO HIHFFHXWLFH BULQFLISBHUIKQY R FAM@FRXGHG WKDW RXU GLVFORVXUH FRQWUROV DQG SURFHGXUH
([FKDQ¥HW ZHUBHWIYH WR SURYLGH UHDVRQDEOH DVVXUDQFH WKDW LQIRUPDWLRQ UHTXLUHG WR &EHWGILVY FO
UHFRUGHG SURFHVVHG VXPPDUL]JHG DQG UHSRUWHG ZLWKLQ WKH WLPH SHULRGV VSHFLILHG LQ 6(& UXOHYV
SULQFLSDO HIHFFHUWLEH BULQFLISHHRNLQPDNFROIOLRWH WR DOORZ WLPHO\ GHFLVLRQV UHJDUGLQJ UHTXLUHG (

&KDQIHV 1Q, QMIDC RONR YHU) IQDCHDCS HSRWMZY

7KHUH ZHUH QR FKDQJHV WR RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWERW DWKBWIRFHEULUHBEXGXU
HQGHG 'HFHPEHU WKDW IKP WHH & D R/ DIUHO WM DY R Q D E ON FOL NRIOV WRWHDWQGHHUA. FEQWDIRO RYHU ILQDQFLDO

0 DQDIHP HQMB HSRUARQ , QMUDCR RQARZ YHU) IQDQHDCS HSRWY

2XU PDQDJHPHQW LV UHVSRQVLEOH IRU HVWDEOLVKLQJ DQG PDLQWDLQLQJ DGHTXDWH LQWHUQDO FRQWUR(
([FKDQ¥HW WR SURYLGH UHDVRQDEOH DVVXUDQFH UHJDUGLQJ WKH UHOLDELOLW\ RI RXU ILQDQFLDO UHSRU
LQ DFFRUGDQFH ZLWK 8 6 *$$3

ODQDIJHPHQW DVVHVVHG RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ DV RI '"HFHPEHU 0DC
,QWHJUDWHG )UDPHZRUN LVVXHG E\ WKH &RPPLWWMHH REGBBRYRRRILVILROQIDQL]JIDWPRIZR RN WKIHQDIJHPHQW V D
HOHPHQWY VXFK DV WKH GHWEFJQL P QGHR/HRIDNMH\QIL@DQFLDO UHSRUWLQJ FRQWUROV SURFHVV GRFXPHQWDW

%DVHG RQ WKLV DVVHVVPHQW PDQDJHPHQW KDV FRQFOXGHG WKDWHRXUYHQDW B Q /& HF RIQWE URIOWKHHIL VEQ DQ\I
DVVXUDQFH UHJDUGLQJ WKH UHOLDELOLW\ RI ILQDQFLDO UHSRUWLQJ DQG WKH SUHSDUDWLRQ RI &RQVROLC
:H UHYLHZHG WKH UHVXOWY RI PDQDJHREDQW &RPWVYMWWHHH @W RLW 86 RMOKIHG RI 'LUHFWRUV

2XU LQGHSHQGHQW UHJLVWHUHG SX<RXIQN DMBRRYHBMIQGIHQW P\ CHBMYYHIGHWK -RHWKH FRPSDQ\ V LQWHUQDO FI
VWDWHG LQ WKH ILUP V DWWHVWDWLRQ UHSRUW ZKLFK LV LQFOXGHG ZLWKLQ )LQDQFLDO 6WDWHPHQWYV D
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((KLELWV @}

JLQDQFLDO 6WDWHPHQWY 6HH ,QGH[ WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY ZLWKLQ WKH &RQVF

JLQDQFLDO 6WDWHPHQW 6FKHGXOHV 1RW DSSOLFDEOH RU WKH UHTXLUHG LQIRUPDWLRQ LV RWKHUZLVH

([KLEYWW H[KLELWV OLVWHG LQ WKH DFFRPSDQ\LQJ LQGH[ WR H[KLELWYV DUH ILOHG IXUQLVKHG RU LQFR

&HUWDLQ RI WKH DJUHHPHQWY ILOHG DV H[KLELWV WR WKLV )RUP . FRQWDLQ UHSUHVHQWDWLRQV DQG ZIL
RI WKH SDUWLHV WRKMKH LHSHHHRH@WDWLRQV DQG ZDUUDQWLHYV

PD\ KDYH EHHQ TXDOLILHG E\ GLVFORVXUHV WKDW ZHUH PDGH WR WKH RWKHU SDUWLHV LQ FRQQHFWLRC
UHIOHFWHG LQ WKH DJUHHPHQWYV

PD\ DSSO\ VWDQGDUGYV R I HPW \WHUHA WXIRVHWK IDVUGIDIVRQDEOH LQYHVWRU DQG
ZHUH PDGH RQO\ DV RI VSHFLILHG GDWHV FRQWDLQHG LQ WKH DJUHHPHQWY DQG DUH VXEMHFW WR VXEV

$FFRUGLWBEBVH UHSUHVHQWDWLRQV DQG ZDUUDQWLHVYDRDYV @MRWRG MAKAHJ GIPRV W KAHK D PAMWX B 19 VAWDHASH) iRV HDQ W D W L
WLPH ,QYHVWRUV VKRXOG QRW UHO\ RQ WKHP DV VWDWHPHQWYV RI IDFW

6 XSSOP HQEO HEW




([ KIEMWQEH

(
1

[KLEL
XPEH

,QFRUSRUDWHG E\ 5HIHUHQFH

YLOLQJ

w
U ([KLELW 'HVFULSWLRQ YRUP JLOH 1XPEHU ([KLELW ‘DWH

JLOHG RU
YXUQLVKH(
+HUHZLWEK

7U D QV D WU HRHOP HEODW SIIGL O E\ DOGWRAQJ 4
&Q&RUSRUDWWRIUIL FDVBOWHUD &RUSRUDWNILRQ DQG 6/3
FU\SKRDJUHJDVBRU
$PHOGPHOQW TY®D Q WRE WUHRHOP H Q W8 X@ B W\WM G .

E\ DOG DPRQOJ_QOWHO &FRPHIR FDWIARMAUQW H O
&RUSRUDWLR® . .D'QGSKRQHJIDWRU
&RUUHFKMHEG 5HVWDWHG &HUWLILEDWH Rl ,QFRWSRUDWLRQ RI ,QWHO
&RUSRUDWLRQ GDWHG 2FWREHU

LOWHO &RUSRUDWLRQ %\ODZV DV DPHQGHG DQG UHVWDWHG RQ 1RYHPEHU

OGHOWXUH GDWHG DV Rl 0DUEK EHWBHME5, QWHO &RUSRUDWLRQ
DOGHOOV_ )DUJR %D®WVREBPMIWVRIORD®D DV VXFFHVVRU WR
&LWLEDQN 1 $ WKH 2SHQ (QGHG ,QGHQWXUH

JLUVW 6XSSOHPHOWDO .OQOGHOWXUH WR 2SHQ (QGHG ,QGHQWXUH GDWHG DV
RI '"HFHPEHU

6HFROG 6XSSOHPHQWDO .OQGHOWXUH WR 2SHQ (QGHG ,QGHQWXUH IRU WKH
S5HIJLVWUDQW V 6HOLRU 1RWHV GXH 6HQLRU 1RWHYV

G XH DQG 6HOLRU 1RWHV GXH GDWHG DV RI

6HSWHPEHU

7KLUG_6XSSOHPHOWDO .QGHOWXUH WR 2SHQ (QGHG ,QGHQWXUH IRU WKH
S5HIJLVWUDQW V 6HOLRU 1RWHV GXH 6HQLRU 1RWHYV

G XH 6HOLRU 1RWHYV GXH DQG 6HQLRU

IRWHYV GXH GDWHG DV RI '"HFHPEHU

YRXUWK 6XSSOHPHOWDO .QGHOWXUH WR 2SHQ (QGHG ,QGHQWXUH IRU WKH
BHJLVWUDOW V BHOLRU 1RWHV GXH GDWHG DV RI

"HEHPEHU

JLIWK 6XSSOHPHQOWDO .QGHQWXUH WR 2SHQ (QGHG ,QGHQWXUH GDWHG DV
Rl -XO\ EHWZHHQ .OWHMHEORVSPWIRLRQ DQG :

%DON 1DIWMVRRFDOWLRQO DV VXFFHVVRU WUXVWHH

(LIJKWK 6XSSOHPHOWDO .QGHOWXUH WR 2SHQ (QGHG ,QGHQWXUH GDWHG
DV Rl 0D\ EHWZHHO .OWHMBBVYIRUDRLRQ DQG

%DON 1DIWMVERFDOWLRO DV VXFFHVVRU WUXVWHH

1ILOWK 6XSSOHPHOWDO .OQGHOWXUH WR 2SHQ (QGHG ,QGHQWXUH GDWHG DV
RI 0D\ EHWZHHQ _.QWHO &RIOERW PMWILIRQ DQG :

%DON 1DIWMVRRFDOWLRO DV VXFFHVVRU WUXVWHH

THOWK 6XSSOHPHQWDO .QGHOWXUH WR 2SHQ (QGHG ,QGHQWXUH GDWHG

DV RI -XQH EHWZHHO OWHM®MARYSBRURWLRQ DQG
%DON I1DIWMIMRFDOWLRQ DV VXFFHVVRU WUXVWHH

(OHYHOWK 6XSSOHPHOQWDO .QGHOWXUH WR 2SHQ (QGHG ,QGHQWXUH
GDWH G $IXM XMW DPRQOJ QWHBIGRWSRUDWLRQ

JDUJR %DON SVWRIR@®WNAIRQ DV VXFFHVVRU WUXVWHH DQG
(ODYRQ )LODOQFLDO 6HUYLFHYV '$& 8. %UDQFK DV SD\LQJ DJHQW

6 XSSEP HQEO HEI®
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1

,QFRUSRUDWHG E\ 5SHIHUHQFH

JLOHG RU
[KLELW YLOLQJ YXUQLVKH
XPEHU ([KLELW 'HVFULSWLRQ YRUP JLOH 1XPEHU ([KLELW "DWH +HUHZLWEK

7ZHOIWK 6XSSOHPHQWDO . QGHQWXUH WR 2SHQ (QGHG ,QGHQWXUH GDWHG

DV RI '"HFHPEHU EHWZHHOQ . QWWIO@WWRUSRUDWLRQ DQG :

JDUJR %DON SVWWRMRR@®WNDIRQ DV VXFFHVVRU WUXVWHH

7TKLUWHHOWK 6XSSOHPHOWDO .QGHOWXUH GDWHG DV RI 1IRYHPEHU
EHWZHHQO ,OWHO &RHCGRABVDWURK BOGN: 1DWLRQDO

$VVRFILDWLRQ DV VXFFHVVRU WUXVWHH

JRXUWHHQWK 6XSSOHPHOQWDO . QGHQWXUH GDWHG DV RI )HEUXDU\
EHWZHHQO ,OWHO &RHCGABVDWURK BOGN: 1DWLRQDO

$VVRFLDWLRO DV VXFFHVVRU WUXVWHH

JLIWHHQWK 6XSSOHPHOWDO .QGHOWXUH GDWHG DV RI )HEUXDU\

EHWZHHQ ,OWHO &RUHSRVDWURR HOQGN 1IDWLRQDO

$VVRFILDWLRQ DV VXFFHVVRU WUXVWHH

6LIWHHQWK 6XSSOHPHOWDO .QGHQWXUH GDWHG DV RI ODUFK
EHWZHHQ ,OWHO &RUHORVDWURR OGN 1DWLRQDO
$VVRFLDWLRO DV VXFFHVVRU WUXVWHH

6HYHOWHHOWK 6XSSOHPHOQWD®XIX/MWQWXUH GDWHG DV RI
EHWZHHQ ,QWHO &RHCGABVDWURK BOGN: 1DWLRQDO

$VVRFLDWLRO DV VXFFHVVRU WUXVWHH

(LIKWHHOWK 6XSSOHPHQWDO$)QXW@IW XUH GDWHG DV RI

EHWZHHOQ ,OWHO &RUSRUDWI7R®VDNQ & RPRSFIDSXWHUVKDUH

IDWLROVREFLDWLRQ DV WORFHYVBIRWRDQN 1DWLRQDO

$VVRFLDWLRQ DV WUXVWHH

ILOHWHHOWK 6XSSOHPHOWDO .QGHOWXUH GDWHG DV RI )HEUXDU\
EHWZHHQ ,OWHO &RUSRUDWEBROVINQG &RPSXWHUVKDUH

&RPSDADWIRQYVRELDWLRO DV WORFHYVBRURWR :
%DQN 1DIWMVRFDOWLROQ DV WUXVWHH

7ZHOWLHWK 6XSSOHPHQOQWDO .QGHOWXUH GDWHG DV RI )HEUXDU\
EHWZHHQ ,OWHO &RUSRUDWERBROVINQG &RPSXWHUVKDUH

&RPSDADWIRQYVRELDWLRO DV WORFHYVBRUIRWR :
%DQN 1DIWMVVRFDOWLROQ DV WUXVWHH

'"HVFULSWLRQO RI .OQOWHO 6HEXULWLHV 5HILVWHUHG XQGHU 6HFWLRQ Rl WKH
([FKD.OSFW

OWHO &RUSRUDWLRQ (TXLW\ .QFHQWLYH 3®DQ DV DPHQGHG DQG

UHVWD W@/ LMH 0D\

LOWHO &RUSRUDWLROQ JRUP RI 1IRWLFH RI *UDQW 5HVWULFWHG 6WRFN 8QLWYV

,OWHQO &RUSRUDWLROQ JRUP RI 5HMWHHPWEA® 6 WRFN 8QLW *UDQW

XOGHU WKH (TXLW\ .OFHOWLYH 30DQ IRU 568V ZLWK UHWLUHPHQW
YHVWLOJ WHUPY JUDOWHG WR H[HFXWLYHYV RQ RU DIWHU -DQXDU\

DOG SULRU WR -DQXDU\

OWHO &RUSRUDWLROQ JRUP RI 5HMWHHPWEO® 6 WRFN 8QLW *UDQW

XOGHU WKH (TXLW\ .OFHOWLYH 30DQ IRU 568V ZLWKRXW UHWLUHPHQW
YHVWLQJ WHUPV JUDOWHG WR H[HFXWLYHV RQ RU DIWHU -DQXDU\

6XSSEP HQBO HEY




,QFRUSRUDWHG E\ 5SHIHUHQFH

JLOHG RU
[KLELW YLOLQJ YXUQLVKH(
U ([KLELW 'HVFULSWLRQ YRUP JLOH 1XPEHU ([KLELW ‘DWH +HUHZLWE
,OWHO &RUSRUDWLRQ JRUP Rl 5HMWHHPWA® 6 WRFN 8QLW *UDQW
XOGHU WKH _ (TXLW\_.QFHOWLYH 30DQ IRU SHUIRUPDQFH EDVHG

568V _JUDQWHG WR JUDQGIDWKHUHG H[HFXWLYHV RQ RU DIWHU -DQXDU\
DQG SULRU WR -DQXDU\

.OWHO &RUSRUDWLROQ JRUP RI 5HMWHHPWA® 6WRFN 8QLW *UDQW

XOGHU WKH _ (TXLW\ _.OFHOWLYH 30DQ IRU SHUIRUPDQFH EDVHG
568V _JUDOWHG WR ORQ JUDQGIDWKHUHG H[HFXWLYHV RQ RU DIWHU
-DQXDU\ DOG SULRU WR -DQXDU\

OWHO &RUSRUDWILRQ JRUP RI 1RQ (PSOR\HH 'LUWHFWRU 5HVWULFWHG
6WRFNS$SJQHWMPHOW XQGHU WKH (TXLW\ ,QFHQWLYH 30DQ IRU

568V_JUDQWHG WR QRQ HPSOR\HH GLUHFWRUV RQ RU DIWHU 0D\

QWHO &RUSRUDWORFODHBNWIRMWHPDOFH %RQXV 3.0DQ
HIHFWLYH DV Rl -DQXDU\

.OWHO &RUSRUDWILRQ 6KHOWHUHG (PSOR\HH 5H®%LUHPHQW 30DQ 30XV DV
DPHOGHG DOQG UHFWFWDWWHE GHADU\

JLUVMRHOGPHOW WR .QWHO &RUSRUDWLRQ 6KHOWHUHG (PSOR\HH
S5HWLUHPHQW 30DQ 30XV GDWHG -DQXDU\

6HFROBHOGPHOW WR ,QWHO &RUSRUDWLRQ 6KHOWHUHG (PSOR\HH
SHWLUHPHOW 30DQ 30XV GDWHG -DQXDU\

LOWHO &RUSRUDWLROQ (PSOR\HH 6WRFN 3XUFKDVH 30DQ DV
DPHOGHG DQOG UHVWDWHGRYHPEHU
QWHO &RUSRUDWLRQ 'HIHUUDO 30DQ IRU 2XWVLGH 'LUHFWRUYV

HIHFWLYH 1RYHPEHU

JRUP RI . QGHPQ@UIUHWRHRW ZLWK 'LUHFWRUV DQG ([HFXWLYH
2IILFHUV

JRUP RI . OQOGHPQ@UIUHWRHRW ZLWK 'LUHFWRUV DQG ([HFEXWLYH
2ILFHUV IRU "LUHFWRUVLBBGV(AKAIXWRYRBRE ,QWHO DIWHU
X0\ |

6HWWO HOW %EWIXGIH OLFUR 'HYLFHV ,QF
DOG .OWHO &RUSRUDWLRQ GDWHG 1RYHPEHU
3SDWHOW &URGWVUHHAREQMW EHWZEBROSRUDWLRQ
DOG .OWHO &RUSRUDWLROQO GDWHG -DQXDU\
3XUFKDVH DQG &RIQUWMH PEXOML REDXIKE WV R :

_E\ DOG DPROJ__OWH®OULRRIGRUDBERQG&R ,QF
JRXQGU\ -9 +RQGFRUNER DM EDE //&
$PHOGHG DOG 5HVWDWHG /LP L$JHG HIPIHELW LRV &RPSDQ\
$ULJROD )DE //& E\ DOGLERGIZ HBI® +ROG&R ,QF DQG
JRXOGU\ -9 +ROGFR //&
3XUFKDVH DRIJBBEPHOW GDWHG DV RI -XQH E\ DQG
DPRQJ .OQWHO ,UHODQG /LPLWHG $3UDROHH HZFR //& DQG
+ROGLOJV //& )
JRUP RHIHQOGHG DOG 5HVWDWHG /LPLWHG /LDELOLW\ &RPSDQ\
$JUHHPHOW Rl *UDQJH 1HZFR //& E\ DOG DPRQJ *UDQJH 1HZFR
//& . OQWHO .UHOD @ 1UPIONH G RQGLQJIV //&
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[KLELW

X

,QFRUSRUDWHG E\ 5HIHUHQFH

YLOLQJ

JLOHG RU
YXUQLVKH(
+HUHZLWEK

PEHU ([KLELW "HVFULSWLRQ JRUP JLOH 1XPEHU ([KLELW 'DWH

2I1HU /HWWHU EHWZHHO .OWHG &RIDSRHIWERYHD®RG 'DYLG

-DOXDU\

2IlHU /HWWHU EHWZHHQ .OQOWHO &RUSRUDWLRQ DQG 1DJD &KDQGUDVHNDUDQ
GDWHG -XO\

LOWHO &RUSRUDW I REH U RAWKLEFHYHUDQFH 3ROLFE\

'LUHFW )XQG8HBPHOQW EHWZHHQ .QWHO &RUSRUDWLRQ DQG 8 6
_HSDUWPHQW RI &RPPHUFH GDWHG 1RYHPEHU

W DOG &RPPRLHBPWRAWBIXGRWWMG
EHWZHHO OWHO&RUSRUDWLRQDQG\NKH8QLWHGGWDWHV
PHOW RI &RPPHUFH

HOMHMGEPHOW WR 'L $BEWH QGDWHG

$XIXVW E\ DOG EHWZHHQ .QWHO &RUSRUDWLRQ DQG WKH
8BOLWHG 6WDWHY '"HSDUWPHQW RI &RPPHUF

SHWLUHPHQOW DO&JBHEPDHDWLRMWZHHQ ,QWHO &RUSRUDWLRQ

DOG 3DWULFEN GHOWH® JHEHPEHU

OWHO &RUSRUDWLROQ HHFXWLYHBHYHUDQFHS@DQ

QWEHRU SRUBRWPRR) 5HVWULFWHG $WRHN BQMWV *UDQW

XQOGHU WKHXLW\ OQFHOWRYHWRORDO SHUIRUPDQFH

EDVHG 568V JUDQWHG WR VHQLRU H[HFXWLYHV RQ RU DIWHU -DQXDU\
_ 4

QWHO &RURRP RN VRQ LFWHG* 8\ § BN HIHPLHD W

XQGHU WKH _ OHKXQMIDYH IRU DOQXDO 568V JUDQWHG WR

VHOLRU H[HREXWUYMHWHU -DQXDU\

QWHO RQ)RRJIPI]RNVMLFWHG*GJWQMH AN HEHOPLHAD W

XOGHU WKH (TXLW\ .(REBQWD®HSSiQDRU P D Q F H

EDVHG 568V _ JUDQWH® WR /LS %X 4

QWHO &RUBRPODRIWRSROHHPHQOQW XQGHU WKH

TTXLW\ . OFHOWRMHOXO®MOVWREN RSWLRQV JUDQWHG WR /LS %X
DQ 4

QWERU SRIBMHWMWRAD FWHG$6 W IR IF RXEIEBHAY W KH
(TXLW\ QFHOWROHIZ3IKOIODJH SHUIRUPDQFH EDVHG 568V
4

JUDQWHG WRQ/NIRQYOUFK

QWHO &RUSRUDWIHHP ROWLR@GHU WKH
QFHOWLYH 30DQ_IRU QHZ KLUH SHUIRUP
JUDQWHG WRQ/NIRQYOUFK
/HWSHIHHPHQW ZLWK OLFKHOOH -RKOQVWRQ +ROWKDXV H[HFXWHG RQ
JHEUXDU\

(TXLW\
DQFH EDVHG VWRFN RSWLRQV
4

21HU /HWWHU EHWZHHO OWHmmmmﬂwnmuRQDQG/LS%x
ODUF

)RUPRIHPLWFQ}UMW@W@ MBR EH Q HUHGLQWRE\DQG
DPROJ OWHO &RUSRHD ARG OWPWDO&RUSRUDWLRQ

DOG 683, *U\SKRWHJIDWR U 4

$PHOGHG DQOG 3HRMWNDHGHBD B \EE H
HOWHUHG LOWR E\ DOG DPROJSPIMHG RRUYFRUDWLRQ ,QWHO
$OWHUD &RUSRUDW L RO\ SK®A.BIDWR U 4

QWHO V7UDWAIGHIUSROLF\
&RPSDQ\ BURFHBXWUMHWDIRWLRQOYV LQ &RPSDQ\ 6HFXULWLHV
QWHO &RUSRUDWLRQ 6XEVLGLDULHYV
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[KLELW

X

,QFRUSRUDWHG E\ 5HIHUHQFH

PEHU ([KLELW 'HVFULSWLRQ JRUP JLOH 1XPEHU ([KLELW

JLOHG RU
JLOLQJ YXUQLVKH(

&ROVHOW RKRMQVW3QGHSHOGHQW 5HJLVWHUHG 3XEOLF
$SEFEFRXQWLQJ )LUP

SHUWLILFDWLRO RI WKH RKUHXUNKOWMW WRISXOH D
D RI WKH ([FKWQJH

&HUWLILFDWLRO RI WKIHF&KUL IS X UNMXDDW DWVR235XOH D

_ D RI WKH ([fRWQJH

&HUWLILFDWLRQ RI WKH RHWUHIQGHAXWL&KILEI )LOQDQFLDO
2INLFHU SXUVXDOQW WR 5XOH D$FW DRIGNKH ([FKDQJH

8 6 & 6HFWLRQ

QWHO &RUSRUDWLRQ &RPSHOQVDMHRWLYMFRXSPHQW 3ROLF\
2FWREHU .

,QOLQH 'RFBXPHQW 6HW IRU WKH &RQVROLGDWHG )LQDQFLDO

6WDWHPHQWY DQG DFFRPSDQ\LQJ QRWHYV LQ )LQDQFLDO 6WDWHPHQWYV DQG

6XSSOHPHQWDO 'HWDLOV

&RYHU 3DJH ,QWHUDFWLYH 'DWD )LOBQARUPDWWHG LQ ,QOLQH ;%5/
LQFOXGHG DV ([KLELW

0 DQDU HP HOWFRQUDRN RUFRP SHQVDURQ SDQV RUDUDQI HP HOW 1Q Z KIFK GIUHPRY RUH HEXWYH RIILEHY DUH HII LEG \R SDUFSDM
* 3RURQVR WLV H KIEMKDYH EHHQ RP IWHG SXWXDQAR DQ RGHUI WDQIY FRQIGHQIDON-DW HOW
A6 FKHGXBN DQG FHWBIQ SRMRQY R KLY H] KIEMKDYH EHHQRP IWHG SXWXDQAR \MP D DQGWP E LY R5HIXOMRQG .

'DWH +HUHZLWEK
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JRUP . &URVV 5HIHUHQFH ,QGH]

,WHP 1XPEHU ,WHP

3DUW ,

JWHP %XVLQHVV
*HQHUDO GHYHORSPHQW RI EXVLQHVV 3DJHV __
'"HVFULSWLRQ RI EXVLQHVV 3DJHV
$YDLODEOH LQIRUPDWLRQ 3DJH

JWHP $ 5LVN )DFWRUV 3DJHV__

JWHP % 8QUH VRO Y HR BWHDQ WV 1RQH

JWHP & &\EHUVHFXULW\ 3DJH

JWHP 3URSHUWLHYV 3DJHV

L WHP /HIJDO 3URFHHGLQJV 3DJHV _

,WHP OLQH 6DIHW\ 'LVFORVXUHYV 1RQH

3DUW ,,

WHP ODUNHW IRU 5HJLVWUDQVE WODMPHP® @ WRFINKROGHU 0DWWHUV DQG ,VVXHU 3XUEKDVHV RI (TXLV

6HFXULWLHV =

JWHP >5HVHUYHG @

,WHP ODQDJHPHQW V 'LVERVWLRDVDRIGLQDQFLDO &RQGLWLRQ DQG 5HVXOWV RI 2SHUDWLRQV
JLTXLGLW\ DQG FDSLWDO UHVRXUFHV 3DJHV__
5HVXOWYVY RI RSHUDWLRQV 3DJHV__
&ULWLFDO DFFRXQWLQJ HVWLPDWHYV 3DJHV__ _

JWHP $ AXDQWLWDWLYH DQG 4 X & RWM BMOLD/UHN H.W FELR/ANX U H V 3DJHV

,WHP JLQDQFLDO 6WDWHPHQWY DQG 6XSSOHPHQWDU\ 'DWD 3DJHV_

JWHP &KDQJHV LQ DQG 'LVD BFHRKIQUMBEWRWEWLQJ DQG )LQDQFLDO 'LVFORVXUH  1RQH

JWHP $ &RQWUROV DQG 3URFHGXUHV 3DJH

JWHP % 2WKHU ,QIRUPDWLRQ
'"LVFORVXUH SXUVXDQW WR 6HFWLRQ S$BEWRRIWKH 6HFXULWLHV ([FKDQJH 3DJH

JWHP & "LVFORVXUH 5HIJDUGLQJ J)RUHLJQ -XULVGLFWLRQV WKDW 3UHYHQW ,QVSHFWLRREH

3DUW ,,,

JWHP "LUHFWRUV ([HFPHWLVY D QIG &RUSRUDWH *RYHUQDQFH 3DJH D

L WHP ([HFXWLYH &RPSHQVDWLRQ D

,WHP 6HFXULW\ 2ZQHUVKLS Rl &HUWDLQ %HQHILFLDO 2ZQHUV DQG ODQDJHPHQW DQ® 5SHODWHG 6WR

JWHP &HUWDLQ 5HODWLRQVKDRW DRVBELRYDWAG 'LUHFWRU ,QGHSHQGHQFH D

JWHP 3ULQRLFARXQWDQW )HHV DQG 6HUYLFHV D

3DUW ,9

JWHP ([KLELWV DQG )LQDQFLDO 6WDWHPHQW B6FKHGXOHV 3DJHV

JWHP YRUP . 6XPPDU\ 1RQH

6LIQDWXUHV 3DJH

D QFRBRUWGE\ UHHUHGRH \R \KH DSSTFDEG! VHAIRQR! \KH 3UR\ 6\IWP HOW
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6Ljopwxuev. @}

3XUVXDQW WR WKH UHTXLUHPHQWY RI 6HFWLRQ$FWWRI G RNKHKSEHIHVMWUWIDMWA K DWW ICKX@QIHDXVHG WKLV UHSR
XQGHUVLIQHG WKHUHXQWR GXO\ DXWKRUL]JHG

,17(/&25325%,21
5HIJLVWUDQW
\

%\ /,37%48
/LS %XQ

&KLHI ([HFXIWEMH PIQG "LUHFWRU
BULQFLSDO ([HFXWLYH 21

-DQXDU\

3XUVXDQW WR WKH UHTXLUHPHQWWRW WKH 6 HWXUVWIHIR UWKIDMVHEHHQ VLIQHG EHORZ E\ WKH IROORZLQJ St
DQG RQ WKH GDWHV LQGLFDWHG

v /,37%68 V. 9% =,161(5

/LS %DXQ DYLG =LQVQHU
&KLHI ([HFXWEMH PIQG 'LUHFWRU ([HFXWIL¥H BUHVLGHQW DQG &WHHU )LQDQFLDO 21
3ULQFLSDO ([HFXWLYH 21 3ULQFLSDO )LIGFIMWFLDO 21
-DQXDU\ -DQXDU\

V 6827 (/

6FRWW *DZHO

&RUSRUPAMH3 B HV L G H Q $\F PRXGQ &VKLIEH 2 |

3ULQBEFREQWILGH 2|

-DQXDU\

% '5 &5%,* + %H55$ Y% -$0(6 - *2(7=
U &UDLJ + %DUUDWW “DPHV - *RHW]
‘LUHFWRU ‘LUHFWRU

-DQXDU\ -DQXDU\

v ®1'5($ - *2/'60,7+ V $/<66%$+ (15
‘U$SQGUHD - *ROGVPLWK $0\WVD +HQU\
‘LUHFWRU ‘LUHFWRU

-DQXDU\ -DQXDU\

% (5,& 0(85,&( Y% %$5%WH5RI, & .
(ULF OHXULFH %DUEDUD * 1RYLFN
‘LUHFWRU ‘LUHFWRU

-DQXDU\ -DQXDU\

v 67(9( 6$1*+, v *5(*25 60,7+
6WHYH 6DQJKL *UHJRU\ ' 6PLWK
‘LUHFWRU ‘LUHFWRU

-DQXDU\ -DQXDU\

V. $@®K<- 60,7+ v ",21 - :(,6/(5
6WDF\ - 6PLWK "'LRQ -HLVOHU
‘LUHFWRU ‘LUHFWRU

-DQXDU\ -DQXDU\

\Y )5$1 <($5<

JUDQNH DU\

&KDLU RI WKH %RDUG DQG 'LUHFWRU
-DQXDU\
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O &RUSRUDWLRQ

(PSOR\AHQW 21

XE
WH
JUDWXODWLRQV 2Q EHKDOI RI ,QWHO &RUSRUDWLR{HU ,\RWHOK R 8 RVKM E & RIPFE

VLEGKQMW )RXQGU\ 2SHWEBWHRRUWALIQIJ WR 3QWHHRGPHNIL JHHFXW HKH 2UROH ZLOO EH
WD & O DU D DQ&IRXIUI RFWEIDLWWH G /WYHH *OWH”’
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UH
'"HDU 1DJD

- X0\

1DJDV

FR,Q
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,QFHQWLYH 30DQ WKH 1RWLFH RI *U3$QWHIHRRH B WVF R [DZNDHG WIRQR XUDIRW LFH RI *U

&RPSUHKHQVLYH QWOIDISWRYLGHY D YHU\ FRPSHWLWLYH EHQH I4RXVZSDONBH HH R
PHGLFDO GHQWDO YLVLRQ VKRUW D\VHIP IDEA QRQUDWIFHPSG RV DHEP @IOMPE G & L MH.

3XUFKDVH 30DQ N 30DQ DQG GHIHUUHG FRPSHQVDWLRQ SODQ

<RX ZLOO EH HOLJLEOH IRU DERXW ZHHNV RI YDFDWLRQ DQG FRPY XE\OKRDV GRL
VDEEDWLFDOV (DFK RI WKHVH EHQHILWY LV VXEMHFW WR WKH WHUPV DQG FRQG
IRU VRPH /HDUQ PR

R
UH DERXW WKHVH DARBURMWKHU RXWVWDQGLQJ EHQHILWYV
R

5HORFDMWIMRQW DR B/ VLVW \RX DQG \RXU IDPLO\ Z&WHKDU H & RALDVOL 8 QRW RGWK\HR %6 R LV
UHORFDWLRQ SDFNDJH 3DFNDJHV DUH EDVHG RQ \RXU LQGLYLGXDO QHIB@BVVXE &
WKDW \RXWHBGRFDWLRQ &RQVXOWDQW ZLOO EH PDGH DYDLODEOH E\ ,QWHO$WR
GL\éFXVVHG ZH XQGHUVWDQG D IXO0 UHORFDWLRQ ZLOO PRVW OLNHO\ RFFXU EF
% D$UHD

BHYHUDQOHWKH HYHQW \RXU HPSOR\PHQW LV WHUPLQDWHG E\ ,QWHO ZLWKRXW &
ZLWK VQSWUHFWLFH RU SHODWD R KHQ RQOBIUOY VLWXDWHG PHPEHUV RI WKH H[HFXWL
HPSOR\PHQW EH WHUPLQDWHG E\ ,QWHO ZLWKRXW &DXVH DV GHILQHG EHORZ F
\HDUV Rl WKH LQLWLDO *UDIGWWDRWH 'RWORZQGI\RKNLIQ DQG GR QRW UHYRNH DC
VXEVWDQWLDOO\ L WRE I LREHRD WIL PEWFHBPHO W LIR@G *HQHUDO 5HOHDVH Rl &O0DLP)
EHFRPHWRWLYH ZLWKLQ GD\V IROORZLQJ WKH GDWH \RXU HPSOR\PHQW WHUPL!
SURGXFW RI $ DQG % L WKH QXPBHQMREHW ZHTXD O DIORS WKKHH G WE QU |
WKDW RFFXUUHCHFWQFH WHKMH(DQG LL WKH GHQRPLQDWRU LV HTXDO WR DQG

QXPHUDWRU LV HITFXHD PR BHKHZ BHQ DQG WKH QXRBHIQ R I DOVDMW WKKFDOM RPFRR WU M B
DQG LL WKH GHQRPLQDWRU LV HTXDO WR

\

6XFK DPRXQW ZLOO EH SDLG WR \RX ZLHWFRALIQY H QGIDAYW RR OVKRiZEB O WDKMH HEURYLGHG
WZR FDOHQGDU \HDUV VXFK VHYHUDQFH SDNPUHQW WH DX BR PR W@ K H GRXQ0 HGN SID\IU R
HIHFWLYHQHVV RI WKH 5HOHDVH LQ WKH ODWHU Rl VXFK FDOHQGDU \HDUYV

)RU WKH DYRLGDQFH RI GRXEW \RX ZLOO QRW EH HQWLWOHG WR WKH VHYHUDQF
WR EH DGRSWHG RU DQ\ RWKHU ,QWHOHFNY BWDWRH BUPFWRIFHR RU WE DO LIQD WL R
VLWXDWHG PHPEHUV Rl WKH H[HFXWLYH OHDGHUVKLS WHDP DV WKH\ UHODWH WF

JRU SXUSRVHV REWXVN HDIHQWWHUFRPPLVVLRQ RI DQ DFW RI PDWHULDO IUDXG RU (
UHIXVDO RU ZLOOIXO IDLOXUH WR FDUU\ RXW WKH UHDYVRQ D EBRHQMHERIDDIZG XFJ LQ\
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'LUHFWRUV RU DQ\ Rl WKHLU GHVLJQHH V RWKHU WKDQ DQ\ VXFK IDLOXUH UHV
FRQWHVW  SOHD WR D IHORQ\ RU FRQYLFWLRQ RI JXLOW\ SOHD RU 3QR FRQWHYV
PLVFRQGXFW LQ FRQQHFWLRQ ZLWK WKH SHUIRUPDQFH RI \RXU GXWLHYV LPSU
RI ,QW&RFH Rl &RQGXFW RU RWKHU ,QWHO SROLF\ RU HPSOR\PHQW JXLBEOLQWW
SURSHU@MHQWLRQ DVVLJQPHRW SERG ILIGHOMUDIOQINWUPDWLRQ DJUHHPHQW WR ZKL
FRRSHUDWH ZLWK ,QWHO LQ DQ\ LQYHVWLJDWLRQ RU IRUPDO SURFHHGLQJ RU EF}
HQIRUFHPHQW DFWLRQ RU RWKHUZLVH EHLQJ GLVTXDOLILHG IURP VHUYLQJ LQ \F
3ULRU WR WHUPLQDWLRQ IRU &DXVH ,QWHO VKDOO SURYLGH GD\V SULRU ZULV
RSSRUWXQLW\ ZLWKLQ WKRVH  GD\VKMRSEXWH MAK i DFORDIIQLHIG WK BBFKLYHQ WKH t
GHILQHG DV &DXVH D FXUH PD\ QRW EH SRVVLEOH 1R DFW RU IDLOXUH WR DFW
RPLWWHG WR EH GRQH LQ EDG IDLWK DQG ZLWKRXW UHDVRQDEOH EHO LHQ \WKDMW
IDLOXUH WR DFW EDVHG XSRQ H[SUHVV DXWKRULW\ JLYH® SRUDWGD R W' IVWRI DWRHIW
RI ,QW&IOH I ([HF XWFHWHZ2IWK UHVSHFW WR VXFK DFW RU RPLVVLRQ RU EDVHG XS
FRQFOXVLYHO\ SUHVXPHG WR EH GRQH RU RPLWWHG WR EH GRQH E\ \RX LQ JREF
QRW EH FRQVLGHUHG DQ HYHQW ZKLFK PD\ JLYH ULVH WR &DXVH 1RWZLWKVWDQ
GRHV QRW H[SHFW DQG ZLOO QRW UHTXLUH \RX WR HQJDJH LQ DQ\ DFWLYLWLH"
LQFOXGLQJ WR PDLQWDLQ WKH FR®ISEGRQWILIDWDW\ RX WIXFHKVNPISOIRWRDWLRQ ,I \F
LOQVWUXFWLRQ E\ WKHIKRKH Y IRWHFRMHGIRR2ILUHFWRUYV EHFDXVH RI VXFK H[LVWLQJ
QRW FRQVWLWXWH &DXVH IRU WHUPLQDWLRQ

JRU SXUSRVHV RIDWKHVWLOGIMMHREY IRU 3*RRG 5HDVRQ™ PHDQV WKDW \RX KDYH FRP
GHILQHG EHORZ IROORZLQJ WKH RFFXUUHQFH ZLWKRXW \RXU H[SUHVV ZULWWF
UHVSRQVLELOLWLHV WKDMFWLY KDBWH RMRWEHSHDVRQ 3URFHVV™ PHDQV WKDW
RFFXUUHG \RX QRWLILHG ,QWHO LQ ZULWLQJ ZLWKLQ VL[W\ GD\V RI \RX IL
JLYH ULVH WR *RRG 5HDVRQ ,QWHO IDLOV WR FXUH VXFK HYHQWY RU FLUFXP)
VXFK QRWLFH 3&XUH 3HULRG” DQG \RX WHUPLQDWH \RXU HPSORMFHOQRI EQ WHI
WKLUW\ GD\V DIWHU WKH HQG RI WKH &XUH 3HULRG ,I ,QWHO FXUHV WKH *RR
EH GHHPHG QRW WR KDYH H[LVWHG LQ VXFK FDVH

2XWVBEWLYLWLHYV 'XULQJ KRS @R\PRMXQINHPSOR\PHQW \RX VKDOO IRMWYZWWBHQ® X\JZ RHC
REOLJDWLRQVKRDOYRRW SUHFOXGH \RX IURP HQJDJLQJ LQ DSSURSULDWH FLYLF
QRW PDWHULDOO\ LQWHUIRMW VZILGHK DRWUWMRHE. HY LQFOXGLQJ VHUYLQJ RQ D %REL
, QWH&RIGH Rl &RQGXFW DQG VXEMHFW WR DSSOLFDEOH DSSURYDOV DQG SROLFLL!
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&RPSDQ\ 3BROLFLHVY B3URWHFWLRQ RROQWHPOGIRVWXDOW IIWWRBERQWLQIHQW R QS IYRXXWH K/
ZKLFK RXWOLQHV \RXU REOLJDWLRQV DV DQ HPSOR\HH LQFOXGLQYBPRAFWMWKGH
DV FRQILGHQWLDO LQIRUPDWLRQ RI \RXU SULRX HEPSORAHUN SHFGVR & KHRU DMEKSIEIBAH
DQG SURFHGXUHV LQFOXGLQVY ZRBEKRWW @MU PLXWOWRRQHWVWEOI& RGH RI &RQGXFW

$W LOO (PSORYRKQWPSOR\PHQW ZLWK ,QWHO LV 3DW ZLOO ~ ZKLFK PHDQV WKDW
HPSOR\PHQW DW DQ\ WLPH ZLWK RU ZLWKRXW DG YE® FHIWQ RMOLG H) DINQXGJ & LRV K\ RRXUU |
EH PRGLILHG RU DPHQGHG H[FHSW E\ ZULW V&K QHD JAHR-EFEHD WO\GLIRX G E\ ,QWHOT

SRVLWLRIXRW7% DFNJURXQR& & KBENMEHRDXWH RI WKH LPSRUWDQFHIHRU RX BRIRVILQ
VXFFHVVIXO FRPSOHWLRIXRWLEBRMUWRRQGRFKHFN DQG VXERX VM X0HYHIGW HQK-BIW
SURYLGHG WR ,QWHO RU LWV DJHQWYV ZLWK UHJDBWYWGDW R URXUH E FRQPIBIRKLERID LR/ W E
UHTXLUHG E\ ODZ WR SURYLGH DSSURSULDWH GRFXPHQWDWLRQ RI \RXU OHJDO L

&29," ,QWHO VWURQJO\ HQFRXUDJHV HPSOR\HHV WR EH YDFFLQDWHG DJDLQVW
DQG DV D FRQWUDFWRU WR WKH 8 6 *RYHUQPHQW LV VXEMHFW WR JRYHHQRNKQ
DFNQRZOHGJH WKDW \RX XQGHUWNVDRGLBQHYDRWH&2W,KDW. QFWNGNLQJ JXLGDQFH D
VXEMHFW WR FKDQJH RYHU WLPH DQG WKDW DGKHUHQFH WR WKHVH SROLFLHV L

6HFWLRQ 7R WKH H[WHQW D SISHOL PHEOMH WK KD RO EH LQWHUSUHWHG LQ DFFRUGDC
FRQGLWLRQV USHPW URI@ IEWKH ,QWHUQDO 5HYHQXH &RGH RI DV DRHQ@ENG\ DQ
UHJXODWLRQV DQG RWKHU LQWHUSUHWLYH JXBEGHONIQRIQY L\$V X HIGR WEIHW KXW B E G L (
FRQWUDU\IHY WKMWRIU L QR DPRXQW WKDW FRQVWLWXWHYV GHIWKDGIG ERBIHD
FRQQHFWLRQ ZLWK \RXU WHUPLQDWLRQ RI HPSOR\PHQW VKDOO EH SDLG WR \RX
S3VHSDUDWLRQ IURP VHUYLFH  ZLWKLQ WKH PHDQLQJ RTUGHDPWXIUR G HJ X ® D VKL FRQ W KX
WHUPLQDWLRQ Rl HPSOR\PHQW WKDW GRHV QRW FRQVWLWXWH D VHSDUDWLRQ I
EXW SD\PHQW VKDOO EH GHIHUUHG XQWLO WKH GDWH RQ ZKLFK \RX LQFXU D VH¢
LQFXU D VHSDUDWLRQ IURP VHUYLFH \RX DUH D 3VSHFLILHG HPSOR\HH DV GHIL(
FRPSHQVDWLRQ DQG WKDW EHFRPHV SD\DEOH E\ UHDVRQ Rl VXFK VHSDUDWLRQ |
VKDOO EH GHIHUUHG XQWLO WKH HDUOLHU RI WKH ILUVW GD\ Rl WKH VHYHQWK P
\RXU GHDWK LLL IRU SXUSRVHV RI 6HFWLRQ $ \RXU ULJKW WRUJBFMWHULQKE
DV D ULJKW WR UHFHLYH D VHULHV Rl VHSDUDWH DQG GLVWLQFW SD\PHQWV DQf
EHQHILWY FRQVWLWXWHY 3GHIHUUHG FRPSHQVDWLRQ  XQGHU 6HFWLRQ $ VXF
'HFHPEHU RI WKH \HDU
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IROORZLQJ WKH \HDU LQ ZKLFK WHKH HD[BRXQYW RD W [ISHFXMHMIGHLP E XU VIHHGE W QVK® HD'

HOLJLEOH IRU UHLPEXUVHPHQW K DR XQ\E VRH TXGI\QMQ \NDQG EHQHILWYV SIBIRWL &KE
DPRXQW RI LQ NLQG EHQHILWY SURYLGHG LQ DQ\ RWKHU \HDU

(QWISUHHHPHBEWMHU OHWWHU LQFOXGLQJ WKH UHIHUHQFHG GRFXPHQWYV IRUPV W
UHSODFHYVY DOO SULRU FRPPXQLFDWLRQV RQ PDWWHUV UHODWHG WR HPSOR\PHQ

:H ORRN IRUZDUG WR ZHOFRIP L QW HOX IWRL@MWNORYHUIORZLQJ ZLWK FUHDWLYH G
SDVVLRQ DQG ZH DUH WKULOOHGH KR DH HNRMROQLIQD & KR WNHMP DW ,QWHO WR EH
H[SHULHQFHV RI \RXU OLIH ERWK SURIHVVLRQDOO\ DQG SHUVRQDOO\

2QFH \RX KDYH DFFHBMWRKXGZW®R®OVERI FRQWDFWHG YLD D VHSDUDWH HPDLO ZLWK Ut}

LPPHGLDWH DYDLOBBYQEWYV WMRDBMBXGLQJ D GHGLFDWHG SRLQW RI FRQWDFW IRU |
FRPSHQVDWLRQ SURJUDPV ,Q WKH PHDQWLPH VKRXOG \RX KBPAELQ@QFXH¥MWQARBD

$LIJQDWXUH 3D@H )ROORZYV
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6LQFHUHO\

V &KULVW\ 3DPELDQFKL
BBBBBBBBBBEBBBEBBBBBBBBBBBBBBB
&KULVW\ 3DPELDQFKL

&KLHI 3HRIEOHW2I

$FFHSWH GJDGIG G

V 1DJDVXEUDPDQL\DQ &KDQGUDVHNDUDQ -XO\
BEBBEBBBBBBBBBBBBBBBBBBBBBBBBBBBB B B BIEBBBXEBBIRBEIR&HKDHEEEIE-RIEE BB \R B B



( [ KIEW

([KLELW

L OWHOIVLEBG17QJ 3ROLF\

, QMY MGHU7WDAQ) 3RIA SURYIGHY J XIGHEHV |RUMDQVDRMRQV 1Q , QRMADQG RIMHUFRP SDQHVIIVHRXUMAY DQG \WH KDQAI Rl FRQIGHQWDAQ RWP DMRQ DERXWQMO
DQG RWHUFRP SDQHV |, QMIKDV DGRSWG WLV 3RIA \R SURP RM FRP STDQRH Z Mg VHRXUMHYV @7 V WDWBURKIEMEHY/RQY Z KR DUH DZ DUH RN P DWUIDOCRQ SXEQF
LQRWP DMRQ DERXWD FRP SDQ [URP L WDAQ) 1Q VHRXUMAV R \WDWARP SDQ RU 1L SURYIGIQ) WDWQIRUP DURQ R RIWHUSHYRQV ZKR P D WDGH RQIW

3 HY/RQV 6 XEMFWR WH 3 RTA

7KLV 3RIA DSS@HV \R D@ QMO S&\ HHY DQGWHYRDUGRI ' WHARY/ 7KLY 3RTA DOR DSSOHY \R RKHY Z KR DUH Z RINQJ 1RU, QMO VXFK DV FRQIQI HOAZ RINHY/
RUFRQUXGBQW XQBW WH  DUH VSHHALIFD® IQRWP HGRKHZ IVH 1QZ MY ,Q DEEAMRQ W1V 3RIA DOR DSSMHV R \WH IRGRZ 1Q) IQAYIGXDY FRBAYHD UHHUWHG R
DV35 HDWG 3 HWRQV

T <RXUVSRXVH DQG GHSHQGHQN DQG DQ RGH Z KR OYHV IQ\ RXUKRP H 3) DP 1® 0 HP EHWY/

1  $Q RGHZKRVHWDQUDRIRYY 1Q, QM HEXUMHY GHIGHGIQ,9 6\BMP HOWR 3RTA EHBZ  DUH GLHAMG RUIQIGHQRHG B\ \ RX VXFK DV DQ. RWHUIDP L®
P HP EHY/ Z KR FRQUXGYZ W\ RX EHRUHWDAQ) , QMIFRP P RQ VRN

T $QIQMHF HOWP DRI HURURWHUKILG SDWV WDGAQ) RQ\ RXUEHKDD XQBMWY\ RX KDYH IRP DI JIYHQWHP H FOMYH WDGAQ) GVFUHIRQ IQ DQ DUDQI HP HQW
KDV HHW FHUBIQ UHTXIUHP HQW VHHS$ SSHOTL ..,

T $ WKWRUHBAM IRUZ KIEK \ RX RUD) DP ® 0 HP EHUVHIYH DV WKWMH RUH, HEXURU RUIRUZ KIEK \ RX KDYH IQ OHGQFH RYHUIQYHMA HOABHAMRQY

$  &RSRIDIRY/ SDWZHWKLISY DQG RKHUEXVIGHW HOMIV RYHUZ KIEK \ RX RUD ) DP I 0 HP EHUKDYH RUVKDUH FRQWRO DV DQ R IEHU QLHARU W QUEDQN
WRANKRGHURURKHZ VH

. QGLYIGXDCE HVSRQVIELDWV

<RX KDYH HKLEDCDQG Bl DARED DMRQY R P DIQEIQ \WH FRQIGHQIDON R! IQIRUP DURQ DERXWQMIDGG W CRAHQJ DI H IQWDQVDRIRQY Q) , Q3B HEXUMAY Z KIB! DZ DUH
R P DMIDOQRQ SXETF IQRWP DIRQ

<RX DUH UHVSROVE®! IRUP DNQJ VXUH \WDW RX FRP SO Z W ERW \WH GMWHMUDQG WH VSILMR! KLY 3 RTA |, Q DAGMRQ \ RX DUH UHVSRQVE®! RUHQVXUQ] \KDW RXU
5 HDWG 3 HYRQV DOR FRP SO Z W WKLY 3RTA 7 KHVH SHYRQV \WINH RQ\ RXUMDGQ] UHMMIIFMIRQY DQG UHTXIUHP HOW ) RUH DP S®! L\ RX DUH UHTXILUHG R VHHN SURU
DSSURYDOR WDCH IURP & RBRIDM / HIDOWHS$ SSHOAL .,  \ RXUS HDWG 3 HYRQY P XW\DV Z HD

7KH UVSROUELD IRUGHMUIP 1QQ) Z KHXHU\ RX RUN RXUS HOWIG 3 HWRQV DUH OZ DUH R P DIMUDACRQ SXEF [QIRUP DURQ UAVIV Z W\ RX DQGDQ DRIRQ RQWH SDW
R ,QMOWH &RP SIDQFH 2 IIIEHU GHIIGHGLQ,,, $CP IQMIDIRQ EHBZ RUDQ. RNHUHP SE HH RUGUHRRUGRHY QRAFRQUMAM B DADGYLEH RUIQUX@WM \ RX 1URP
DELOY XQGHUVHRXUMAY ©Z V

<RX FRX@ EH VXEMFVWR VHYHUH GU DOSHQDOMHY DQG GIVFLS@ODY DFURQE\ ,QMORUDQ. FRQGXFWSLRKIELMG E\ WLV 3 RGF\ RUDSSTFDE®! VHEXUMEY @Z V
DV GHVFUEHG LQ P RUH GHMIOXQGHU; , &RQVHTXHQFHV EHEZ



( [ KIEW

B CGP LQWMADWRQ

7KH&KIH / HID@ NFHULY WH 3& RP SEDQFH 2 11LIFHU IRUKLY 3RTA $ QGHMUP LODURQY DQG IOMEBUHARMRQY B\ WH & RP STOCQRH 2 1IIFHUDWH I1QDADQG DUH QRW
VXEMPWR | XUKHUUHYIHZ

9 6\WWP HOARI 3RTA

,I \ RX DUH DZ DUH R P DWMUDGORQ SXETF LQIRWP DURQ UHDMY R, QMCRUDCRIKHUFRP SDQL \ RX P D\ _QRW

( QIDUH IQWDQVDRIRQY 1Q , QMO RIKDWARP SDQ 6 HEXUMIAV 7KHUH LV D YHY @ WG VHWR H FHSURQY OAMGLQ9, 7UDQVDRIRQY 6 XEMIPWR DG
([HP SWURP 3RIA EHBZ

5 HFRP P HQG \WH SXUFKDVH RUVDE! Rl DQ |, QMO RUKDWARP SDQ v/ 6 HEXUMHY

' WVFRVH P DWUDORRQ SXETF IQRUP DUIRQ W SHRSE! Z WIQ , QMY KRVH IREV GR CRWIHTXIUH \WHP R KDYH \WWDWOQIRUP DIRQ RUMR SHYRQV RXWGH , QMO
VXFKDVIDP I©®© UHQGY EXMCHW DWRAIDWMY  IQYHVRY DQG H SHWARQUXGY (1P V XQBIW GAVFBRVXUH LV P DCH 1Q DFFREDQRH Z W, QMY SRTHHYV
UHIDLEQ] \WH SURMRRQ RUDXWRU HG H WWCDOAVFRVXUH R, QMAQRP DIRQ ' VFEMQ) P DIMUDARQ SXETF IQRWP DWRQ W RKHY ZKR P D \WDCH
RQ MY RIWQ UHHUWHG \R DV 3WESIQJ ~ DQG WY SURKIENMG B\ \WH 3 RTA

$WIMDQ RQH HQI DI HG 1Q \WH DERYH DR

$ FRP SDQ /36 HEXUMHV LQFOIGH FRP P RQWREN FRP SDQ IWXHG WRFN RSUIRQY QR DQG RIHUGHEWHRXUMA  SUH HUHG AREN DQG FRQYHME®! VHEXUMEN DV
Z HQDV H FKDQJ H WDGHG SXWRUFDGRSWRQY DQG RKHUEGHUYDWH VHEXUMEY CRAVXHG B\ \WH FRP SDQ. EXWZ KIEK UHSUAVHQAD W KVWR DFTXIUH RUGVSRVH R RU
KDYH D YDOIH EDVHG RQ \WH FRP SDQ W/ FRP P RQAREN

9 0 DWUDOL RQ 3XEQF ,QRWP DWRQ

0 DMIDQQRP DIRQ ,QJIRIP DURQ LY FROUGHUHG 3P DMUDO 1L D UHDVRCDE®! LQYHVWRUZ RX@ FROMGHUVXFK IQIRUP DIRQ P SRMIQAQ P DNQJ D GRMRQWEX. KRG
RUVHOHEXUMEN $ Q. IQRUP DIRQ\WDWARX@S EH H| SHRMG R DIHPWD FRP SDQ. I WREN SUEH  Z KHWHUSRVIMYH RUGQHI DAYH VKRX@ EH FROUGHUHG P DIMIDOHYHQLL
WH LQIRUP DUIRQ GRHV QRAVSHFLLFD® UHDW R \WDWARP SDQ 7 KHUAH 1 QR EUI KWIRH BQEDUS IRUDWHWIQ) P DWUDDY WY EDVHG RQ DQ DWHWP HOAR DOWH
1DPW DQG FUFXP ABGFHV DQG RIVMQ HYDBDWMG B\ HIRUFHP HOADXWRUMEN Z WK \KH EHQHIWR! KIQBWI KW

( [DP SBNV Rl IQRUWP DMRQ DERXWQMOKDWP D\ EH UHI DUEHG DV P DWUDACFRCGH

$ PMDCRUIRUHFDVAMG | LCDGRIDOUVX@Y EH RUH HDUQIQIV UHBDVH

YRRNQIV EICIV DQG RWHUMI QUEDQMQDGADCEDW

&KDQIHV 1Q HDWIQIV J XIGDQFH

6 L] QUEDQAPKDQI HV 1Q H SHRWMG GHP DQG BIYHY RUIQYHQRY BIYHY' |, QMCRUPXRP HU

0 DRUSHQEQ) WDQUDRIRQY Z M DQRIWHUFRP SDQ. HJ - D OU H FROADPWIQYHVR HOMRIQAHQMUH DFTXIMMRQ RUGLYHMYUH

6 L] QUEDQAXCDQUIFSDWG FRAWV HJ  SUREGP IQIDE

2 EHY \WWDWDUH VI QUEDQ® RI WDFNIURP SURMRIRQY

$ QQRXQRHP HOAR D P DRRUQHZ SURGXFW

0 DRUSURGXPWBUREBP V HJ  SURGXPVWEXJ URDGP DS RIl WDFN

6 L] QUEDQAPKDQI HV DITHAMY N FXVRP HY RUYHQERY

" IYIGHQG FKDQI HV VKDUA EX\ EDFN FKDQJHV RUD VIRFN VSOV

6 L QUEDQAFKDQI HV 1Q VHQIIRUP DQDIHP HQW

6 LI QUEDQADN DIRQ JRYHP HONQYHW DIRQ RUHIXDMRY GHYHBSP HOW

) DE Z DWP GRZ QV VKXVERZ QY RUML] QUIFDQAKHDGFRXQABHGXRURQY

© KHQ,QRWP DIRQ,V & RMGHHG 3 XEF , QIR DMRQ JHIHD® Z LQRWEH FROUGHUHG SXETE XQEHUWMLY 3 RT\. XQIRQH | X@EXVIQHW GD. KDV SDWHG DIVMUMKDV
EHHQZ IGHO GMHP IQDWG VIXFK DV WURXJ K D SUW UHBDVH RQ D GHZ VZ ILH VHIIFH  SXEGFDIRQLQ D Z IGHD DYDIDE®! GHZ VSDSHU GHZ V Z HEVIM

+H +H+ +H+ +H+ +H+ H+ H H H HHH
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WBIYIVIRQ EURDGFDVWRUFHWIBIQ SXETE , QMOFRP SDQ Z HEVIMWY RUKURXIK D I10) Z W \WH 8 6 6 HEXUMV DQG ( [ FKDQIH &RP P WIRQ 36 ( &
9, 7WQVDFWRQV 6 XEMFWR DQG ([ HP SWIRP 3RIR

7KH\BEGI EHBZ JHGHID® GHVFUEHY \WH 6 HEXUMEEV WDQUDRIRQY \WDVWDUH VXEMPWR \MLY 3 RTR. DV Z HODV D YHY @ WG VAR H HP SWDQVDRURQY \WDVWDUH QRW
VXEMPWR KLY 3RTR 1 DWDQUDRIRQ LY H HP SWA RX P D\ HQIDJH LQ IV KIG DZ DUH R P DWUDACRQ SXETE IQRUP DIRQ

,1 DWDQVDRRQ LY QRADAMG 1Q \WH \REGI EHBZ  IWKRX@ EH SUHVXP HG W EH VXEMPWR \KLY 3RO DQG\ RX P D\ _CRWHQIDIH 1Q IWZ KIB! DZ DUH RI P DWUDGCRQ

SXETF IQRP DIRQ
&DWIRY 6 XEMFVIR 3 RTF\ ([FP SWLRP 3RIA
SHWP MVIE®i Z KLBI DZ DHRI P DWUDOQRQ SXETE LQIRWP DWRQ
6 HEXUMAV 1Q J HQHDO | 3 XUFKDVHY VDBV DQG JLW R 6 HEXUAAY
3XUKDVHV DQG VDBV R D P XWDAXQG RUH FKDQIH WDGHG IXQG
0 XWDOIXQGV DQG 3XUKDVHV DQG VDBV Rl D P XWDAXQGRU( 7) Z KHUHWH
(7)V (7) LWHFRP SDQ /6 HEXUMAY USUVHOWP RHWDQ - R | mp'sp (6 FEXUMAVDIH  RUBMWY R! IXQG KRGIQIV

WH IXQAW KRGIQIV

,QMCB 68 YHVWQ) DQG
W Z MWKRGIQ)

$Q P DUNHWDBIE\ \ RX R YHVMG , QMOHANEWG VRN XQW
568 WDV

$ 9HWI R 568V XQGHU, QMY HTXLW SOQV

$  MKROIQ R VKDV E\ ,QMOR VDWW \M[ Z MWKRTIQ)
UHTXILHP HQW XSRQ5 68 YHVAILY

$ ) RFHGVDBIR VKDUAV E\ ,QMOR VDWW \B[ Z MWKRTIQ) IRUHIQ
H FKDQJ H FROARY RURKHUGL DAHTXILHP HOW \KDWP D\ EH
DSSTHGIQ FHWIIQ QRO 8 6 FRXQMHV XSRQ YHIDY WP ICDURQ
R HP SB P HOAVRURWHUHYHQN

QM 633
WDQVDFUWRQV

6 DBV Rl VKDUHV SXUFKDVHG WWURXIK QMY ( P SB HH 6 \RFN
SXUKDWH3OQ (633

3 XUFKDVHV R VKDUHV WWURXIK ( 633
<RXUHBRIRQ\R SDMWFSDW 1Q( 633
&DQFHEY ( 633 SDMFSDIRQ

QMO 633 4 XIFN6 Do

<RXUHBRRQ \RR SDIASDIM 1Q ( 633 4 XIEN5 DB

+H | H+ +H

&DUN Q) IRZ DUG\ RXUIQMIDO! XIENS DO HBIFIRQ DWXP 1QJ \ RX
QG QRAKDYH P DWUIDOQRQ SXETF IQIRWP DURQ Z KHQ\ RX P DCH
\KH IQUDCHBIRIRQ

$ &DGFHBRY D4 XIFN6 DB HBFIRQ

, QMOWRFN RSWRQV

&DVKEW H HIAVHV Rl QMOARFN RSWRQY DQG DQ' RKHUVDEBN RI
VKDUHV DFTXIWHG XSRQH HIFAMQJ D VARFN RSURQ

&DVK H HIRAMVHV R D VAREN RSUIRQ XQGHU, QAW HTXIW SOQV LH
\RX SD\ \WH H HUFIVH SUFH IQ FDVK  DQG QR VKDUHV DUH VRG \R WH
P DUNHVWR SD\ \WH H HUAVH SUFH RURKHZ MH - 6 DBV R \KH
DFTXILHG VKDUHV DUH VXEMIPWIR \KLY 3 RTF

‘'Du &(Z AWAd u EV JdF 0§ %® S v "WWL] 1" 0X
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&DWIRY

6 XEMFWR 3 RTF\

([HP SWWRP 3RTF\
SHWP MVIE®H Z KI®I DZ DIH RI P DMUDORQ SXEQE LQIRWP DARQ

& HUBIQ HBPIRQY XQGHUH , QMO

LOYROH , QMOAREN IQFOEQ)

L D FKDQIH LQWH SHIFHOBIH R \ RXUSD\ URTGFROMEXIRQY
DORFDWG \R \WH , QROAREN IXQG

N 6DYIQIV3OQL WH

3XUKDVHV R, QMOARFN 1O WH N 30QZ MW\ RXUSHIRGF

WDQUDFWRQY IL DWDOVHUR DQDFFRXQAEDDGFH IQR RURXR! \KH , QMOAREN| SD\ UROGHGXRIRQY
IXQGZMMO\RXU N DFFRXQAVDQG
IL ERURZIQ) PROH DIDQMRXU N DFFRXQA \WH BDQ
UHVXOV IQWH VDBI Rt VRP H R \ RXU, QMOARFN IXQG EDDGRH
OHOBLYIGHOG ( OFVRQ\R SDUFSDM 1Q, QMY QYIGHQG UHQYHWR HOABDQ 3XUKDVHV R, QMOAREN UVXQ@Y (URP \ RXUHBRIRQ\R
ryeviabyd FKDQIHV 1Q\ RXUBIYHCR' SDFLSDIRQ O WH SOQ RUIRXUVDBIR | GYIGHQGY XQEHUWH GYIGHQG DQG\ RXUMHBRIRQ
DO, QMOAREN SXUFKDVHG XQGHWH SOQ \R \ARS SDUFLSDMZY 1Q\WH QYIGHG LHOYHR
MG 1$ & RQMEXURQY DQG RKHUMDQVDRIRQY REFXUIQ) XQGHUG ( 53/ 86
2 WHOMDQDFARY | 1 ¢ $Q RKHUSXUKDVHV R, QMG HEXUEV IURP ,QMORUVDBV R, QMO
Z W QMO 6 FEXUMAV \R, QMO
“PEmeQG ) RUSXUFKDVHY DQG VDBV R, QM HEXMAV XQGHUD E WDAQ) SOQRUTP IMREHU SBDVH VHHS$ SSHOAL ..,

9,, ' HIYDWHV DQG 2 WHU6 SHFLDO7 LIDQVDRWRQV

& HUWIQ WDQVDRWRQY UHDMZY WX, QM6 HEXUMAV IQFAGQ) GHUYDWYHY WDQVDRIRQY KHGJIQ) SGIEIIQ) DQGP DUQQ)  FDQ SUHVHONKHL KWQHG ®1 DOUMN DQGRU
\KH DSSHDUDQRH Rl ICDSSURSUDWM FRQGXFWS V D UHVXGWKLY 3 RTA SURKIEIW RUSOFHY UMIIFIRQY RQ \WHVH \WDQVDRIRQY DV GHVRIEHG 1Q$ SSHOAL |

9,, 6SHFIDO7WDAQI 5 HVWMFWRQV $ SSTFDEG! VR & HIRLQ , QW8 HWVRQQHO

, QMOKDV HABEQ/KHG DEAMRODCBURFHGXUHV R KHS DGEP IQMMUWLY 3 RIF. SURP R FRP STDQFH Z W IQUGHUMDAQ) O V' DQG DYRGWH DSSHDUDQFH R DQ)
[P SURSUHW 7 KHVH DEGMRCDCSURFHGXUHY DUH DSSAFDE®! RQD R FHIBIO , QMCBHWRQQHO

$ 3 WH &GDWDOFH IRU7WDGHY

" IHARY FHUBIQ VHQRUH HEX\YHY  DQG WHU7HPKQEDGS VWMMIBQN RU&KIHV R 6\BII P Di QRWAHQIDIH 1Q P RAMDQVDRIRQY 1Q, QTS HEXUMIAY Z LKRXWILIAN
REWIQQ) SUH FEDUDQFH IURP & RSRUDM / HIDO

6 HH$ SSHOAL ., IRUIXUWHUGHBI RQ\WH SUH FODUDQRH UHTXILHP HQW
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% 7TWGEQI ¢ IQGRZ * XIGHIOH

,QMOKDV DGRSWG D 7WDAQ) : LQGRZ * XIGHIH IRU, QMOSHWRQGH KR KDYH UHI XOUDFFHW \R L QUEDQMCDGADOGOME RUDUH SUAVXP HG\R KDYH VIXFK DFFHW
GXHWRWHUWRB! 7KH7WDAQ) : LQGRZ * XIGHIH PMIBEQKHY RSHQ DQG FEVHG Z LQGRZ. SHURGY HDFK TXDUAMU Z KIEK DI HPWZ KHWHURUGRWRIHVH SHWRQGHCP D\

HQUDIH IQDQ WDQVDRRQ 1Q , QM35 HREXUMHV DADQ. SDUIFXOUSRIQAQWP H 3 BDVH YIMVKWE  JRR IOMOFRP 7UDAQ) DQG FOFNRQWH 7WDAQ) @ 1QGRZ * XICHEH
IRUP RH GBI 1 \ RX DUH XQFHUBIQ Z KHWHU\ RX DUH VXEMIPWR \WH 7 UIDAQ) @ 1QGRZ * XICHBEH \ RX FDQ YIMWOMCHBRUBAQMOFRP \R VHH LL \ RX DUH FXUHQ® RQ
WH7WDAQ : IQERZ * XIGHIH FRP SIbQFH QW

TKH7WAQ : IQERZ * XIGHEH IV D SDWR WLV 3RTIA  DQG 1L\ RX DUH VXEMPWR WH * XIGHBRH DQ- IROMRQR WH * XIGHTEH Z [QEH WHDWMG DV D YIRDMRQ R WKLY
3RIA

& ( YHQ6 SHFLLLF 7WDGIQI 5 HVWAFWRQY IRU? . QRZ HY

) URP \IP HVR WP H D SRWQUD® P DWIDCHYHQAP Di RFFXUWDWY NQRZ QE\ RQD FHUBIQ QUHRRY RIIEHY HP SB HHY RURKHUSHYRQQHOVRP HMIP HY UHHUHG \R
DV3NQRZHWY” ([ DP SBV R WY NQG Rl HYHQWFDQIQFGXGH D P DIRUSHQAQ) 0 $ \WDQVDRIIRQ RUSUIRGXPWIHAD@S$ VWDQ. WP H \KH &RP SIDGFH 2 [IIFHUP D\ [P SRVH
WDAQ) UHINEWRQY RQ, QAMT5 HEXUMEN \WDWDSS® R DONGRZ HY XQIDKH & RP STDQRH 2 [HIEHUIQEEDMY \WDWKH UMMEVRQY DUH QMG

. QRZHY Z IQFH CRMHG Z KHQWDAQ) UMMEMRQY DUH [P SRVHG DQG @WMG 7 KH H MMQFH Rl HYHQAVSHALLE WDAQ) UMAMRMIRQY Z IQQRWEH DQQRXQRHG \R \WH
FRP SDQ DVDZKR®! ( DFK R WH IRXUSHVINEMRQY XQGHU,9 6\BMP HOAR 3RTA.  DERYH DSS® GXUQ) DQ SHURG Z KHQWDAQ) UMMEMRQY DUH LQ SOFH LQFOIGQ)

WH UMVIIRIRQY RQ UHFRP P HQAQ) \WH SXURKDVH RUVDGI R, QIMO5 HEXUMIA DQG RQ GVFEMQI P DIMIDOCRQ SXETF IQIRUWP DIRQW RKHY ,Q DAGMRQ \ RX VKRXT CRA
MORKHLY \WDVY RX DUH VXEMPWR WDAQ) UMMEURQY

( YHQ UL HYHQAVSHELLLF WDGLQJ UAVWIFWRQV KDYH EHHQ @WG \ RX P D\ _ORWIRDGH LI \ RX DUH DZ DUHRI DQ\ RWHUP DWUDOQRQ SXETF LQIRUP DARQ

E 3O@QV
VY SHUP IMVIE®! IRUD WDGH R, QM35 HEXUMIAN \R REFXUDWD P H Z KHQ\ RX DUH DZ DUH R P DMUDOQRQ SXETF LQIRUP DURQ UL WH WDGH Z DV SOQEHG RXVQ DGYDQFH
1QD Z UNWQWDAQ SOQ \ RX DARSWG KLY SOQ DAD WP H Z KHQ\ RX GG QRAKDYH P DWUDACRQ SXETE IQRWP DIRQ DG WH SOQRHG WDGH H HEXWG Z MWRXVDQ
IXUKHUIQ OHQRH RUFRQARCE\ \ RX 7KLY Z IMMQWDGEQ SOQL HHHWG\RDVD E  SOQ DQGIMWFDQEH XVHG [L GHFHWWDWY DV D GHHQVH R IQUGHUWDAQ)
DB DMRQY XQEHUG ( & LXBN

, QMCBHYRQQHDUH SHP WGV DGRSW E SOQV VXEMPWR FRP SIDQFHZIMN6( & 5XB E  DQG, QMAMTXIWHP HON 6 HHS$ SSHOGL .., IRUP RUH GABIY RQ
E SOQ/

7WDGLQI DIWU/ HDYLQD , QWO
7KV 3RIA FROMXHV VR DSS® R 6 HRXUMHY \WDQUDRIRQY DI RX WAP LD \ RXUVHWIEH Z M, QMO | \ RX DUH DZ DUH R P DIMUDOGRQ SXETE [QIRUP DURQ UHDMGY \R

, QMORUDCRWHUFRP SDQ. Z KHQ\ RXUVHYIEH \MUP ICDWY \ RX P D\ QRARDGH , QMO RIKDWARP SDQ V' 6 HEXUMIV XQIDKDWOI RUP DUMRQ KDV EHFRP H SXETF RUV CR
®QIHUP DMIDO

., &RQVHTXHQFHV

,Q DEAMRQ\R FUP [QDADQG FLYICSHQDEAY WDWP Dy EH [P SRVHG B\ JRYHUCP HOADXWWRIMEY | RUYIRDMRQY Rl LQUGHMDAQ) OZV \ RX P D\ EH VXEMPWR QMO
[P SRVHG VDGRIRQY IRUDQ. |DIOUH\R FRP SO Z W WY 3RIA. 7KHVH P D\ LQFOIGH DP RQYJ RWHY RQH RUP RUH RN WH IRGZ QU

$  5HTXWQ \ RX R FDQFHCRPEXVWD WDGH \WDVWKDV CRA HAHWEIG Z W\ RX EHDUQY UHVSRQUEIDWY IRUDGQ DWRADMG FRAW
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$ 5HSRWMQY R \KH LQAGHQAR\ RXUP DQDUHU
$  5HHUDAR \WH IOAGHOAR ( WIFV DQG & RP SIDQRH |RUDGGMRQDOHYIEZ. RUIQYHM DIRQ
$ ' MASEDY DRIRQXS \R DQG IQFOIGQ) GLVP IWVDOIRUFDXVH Z KHWHURUQRW RXUIDIOXH VR FRP S® LHVXOV 1Q D YIRDMRQRI @7

1 HHGBW R VD, D YIRDMRQR OZ RUHYHQDQG6 ( & LQYHVAM DUMRQ \WDWERHY QRABVXENQ SURVHRXIRG FDQWBLQIVK D SHWRQ UHSXWBMRQ DQG LWIHSDUDE® GDP DIH D
FDUHHU

v 4 XHWRQV

3 EDVH FRQIUFE RBRUIDW / HI DADVWAQMUDARRP SDQ. HP D@L \ RX KDYH DQ' TXHWIRQY DERXVWKLY ,MCGHU7 UIDAQ] 3 RTA  RUUHDWIG IWXHY
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5 HVWIFMRQV RQ' HULYDWYHV DQG 2 WHUG SHFLDO7 IDQVDFMRQY , QYROMQJ , QWCE HEXUWHY

7KH IRGZ Q) UMUEWRQY DUH D SDWR WY 3RTA DQGDQ. YIROMRQ Z IGEH WHDWG DV D YIRDURQR WV 3RMR 36 HFWRQ 2 11IEHY UHHWY \R WRVH IQAYIGDY

VHYIQ DV, QM RIEHY DVGHICHGE 5XB D XQGHUWH 6 HEXUMEV ( [ FKDQIH$ PWR

&DWIRY

5 HVWFWRQV | RUS LEH 3 UAVIGHQW DQG YHBRZ
(P S®R HV

5 MWIFWRQV IRU,QMIV XRDIGRI ' LHFVRY/ 6 HFWRQ
2 [IIFHY/ DQG & RUSRUDW 9 LFH 3 LHVIGHQW DQG $ ERYH

6 KRUNS DBV RI |, QMC5 HEXUMEV 3RKLELMG 3WRKIELMG
6 KRWWDBN DUH VDB Rl D VHEXUNW

WDW RX GR QRWRZ Q

7WDQVDPURQY LQ3XEQF® 7WDGHG | 3LRKIEIWG 3 RKLELMG

2 SWRQV DQG 2 WHU' HUYDWYHV

7 KHVH WDQUDRURQY LQFOGH EX\ 1)
DQG VHTY 3SXWRSRQY 3FDO
RSURQV DQG RKHUGHUYDAYH
VHEXUMEN WDWIHSUHVHOAD U KR
DFTXILH RUGVSRVH R RUKDYH D YDOH
EDVHGRQWH YDOHR QMO

6 HEXUMV _XQBMY \WH RSURQRU
GHUYDWYH 1V MWXHG QLA B\, QMO
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&DWMI RY

5 HVWIFWRQV | RU9 LFH 3 LMVIGHQW DQG %H®RZ
(P S® HV

5 HVWIFWRQV | RU, QM %RDUG Rl ' LLHARY/ 6 HPARQ
2 1IIFHY DQG &RUSRUDWM 9 LIFH 3 UHVIGHQW DQG $ ERYH

+HEILQI DQG 0 ROHW DUWRQ
7WDQVDPURQY 7 KHVH WDQUDRIRQY
VHIYH W LQUXO@W RUP 1\ DWW DI DIQAMD
SRMQUDCFKDQI H LQ, QA ARFN SUFH
RUMZ UHD@ H\WH YDOH R, QMO

6 HEXUMV DQG FDQ EH DFFRP SOKHG
WURXIK D QXP EHUR| SRME®!

P HAKDQMWP V' IGFOGEQ) \MURXIK \KH
XVH R LODQADAQWIKP HON VXFK DV
SUHSDIG YDUDE®! IRZ DBV HTXIW

\VZ DSV FRIWY DQGH FKDQIH IXQGRV

3 URKIEIWG

3 WRKLIEIWG

0 DULQ$ FFRXQW DQG 3 BIGI HG
6 HEXUMHV 7 KHVH \NDQUDRIRQY
ICFOGH KRTGIQJ , QM35 HEXUMAV 1Q D
P DU 1Q DFFRXQADV FRIDMIDARUD
P DUIQBOQRUSBGIIQ) RU

K\ SREHFDIQY QM35 HEXUMN DV
FRAOWMDARUD BDQ

3HP WG WRXIK \ RX DUH VMARQI ® FDXWRQHG \R
FROUGHUWH IOAGHUMDAQ) UMNY R WHVH WDQVDRIRQY |
D IRUHFBVXUH VDBI REFXLY DVWD P H Z KHQ\ RX DUH DZ DUH
R P DMIDOQRQ SXETF LQRWP DMRQ \ RX P D\ YIRDAM \KLY
3RIA DQGRUQMGHMDAQ) OZV

1\ RX KRG, QM35 HRXUMAV 1Q D P DU IQ DFFRXQM RX P Dy
QRAKVH\NHP \R P HHWD EULRNHUYY P DUINIQ FDA@IL \ RX DUH
DZDUHR P DIMUDOCRQ SXETF IQRUWP DIRQ DVWKH \IP H

3URKLEIWG 7KH RQD H FHSWIRQ R \KLY UMMEVRQ LV IRU
\ RXU, QMCHT XUV SOQ DFFRXQIVEXWRQD IRUSXISRVHV R
HIHAIY) VHOWR FRYHUDQG VHOWR H HUFVH WDQUDRIRQY [Q
DQ 568V 368V DQGVRFNRSURQY JUDQAGE\ ,QMO
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$SSHQA| ,,
3H &BDWDQFH IRU7WDGHY E\ & HWILQ 3 HWRQQHO

7KH IR®Z Q) LQAYIGXDY JHGHDM® P D GRAHQI DIH 1Q D WDQVDRURQ Q) , QM35 HEXUMEN Z MRXWILMREIQIQ) SUH FBIDUDQRH IURP & RSRUDW / HIDO

CIBRRY
6HARQ 2 lIIEHY

([HAAYH7HDP  3( 77

7HPKQEDCS WIMBQN DQG &KIHV R 6Bl Rl 6 HAIRQ 2 [1IEHW DG ( 7
2 \WHUHP SB\ HAV GAMI QDG B\ \WH & RP SIDGFH 2 IIIEHU

+H +H+ +H +H +H

1\ RX DUH VXEMIFVWR \WH SUH FEIDUDGRH UHTXILHP HOM RX P XWADOR UHTXHW\BUH FODUDQRH IRUIMIDGHV 1Q , QM35 HEXUMIAV B\ \ RXUS HOMYG 3 HYRQV GHICHGIQ),
3HYRQV 6 XEMPWR \WH 3RO DERYH 7KH SUH FODUDQRH UHTXIUHP HOAY D SDWWRI WKLY 3RTA 1 \ RX DUH UHTXIUHG R SUH FEDUWDGHY DQ IDIGUH \R CR VR RURWHU
YIRDMRQ Z [OEH WHDWG DV D YIRODMRQRI WKLY 3 RTA

" IHARY 6HARQ 2 [1IFHY DQG( 7

$Q WDGHVIQ,QMB HRXWHVE\ ' IWHARY 6HAMRQ 2 IIIFHY DQG( 7 IQFGAQ) WHDGRSMRQR D E = SOQ P XWEEH SUH FBDUHGE\ \WH &KIH / HIDQ [IIFHU

DQG &KIH ) IQDQAD IIFHU, | WH &KIH / HIDCR IIIFHUY D6 HAIRQ 2 11IFHU WHQ KLY RUKHUSURSRVHG WDGH P XW\EH SUH FEDUHG B\ \WH & KIH ) ICDCRDCR [11IFHU
7KH&KIH ) IQDQAD [EHY SURSRVHG WDGH P XWAEH SUH FBDUHG E\ WH &KIH / HIDCR 1IIFHU

7UDQVDFARQY ( [ HP SWURP \WH 3 UH & BDUDQFH 5 HTXLUHP HOW
7KHH IV D YHY @ MG VHWR WDQUDRRQY WDWDUH H HP SWURP WH SUH FBIDUDGFH UHTXILHP HQW
$  7UDQUDRIRQY \WDVWDUH H HP SWURP WH 3RTR VHH O, 7UDQUDRIRQY 6 XEMPWR DQG ([ HP SWURP 3RTIF\ DERYH GR QRWIHTXILH SUH FEDUDGFH
$  7WQDRRYVRFFXUK XQGHUD E SOQ VHH$SSHOA[ .., GR CRABHTXILH SUH FBDUDQFH <RXUDGRSMRQR D E SOQP XWEH SUH FEDUHG
KRZ HYHU
3 H & BDWDQFH 3 IRFHW

<RXP D\ IHTXHW\BUH FEDUDQRH ILRP & RSRUDWM / H DADVAQMEDOFRP SDQ. HP DIG@

3 UH FEDUWQRH IURP - & RBRUIDW / H1DXZ I@QVSHAL WH SHURG 1Q Z KIFK \ RXUMDGH P XWHEH FRP SGWNG 1 \ RXUMDGH LV CRWFRP SCMMG GXUQJ KLV WP H \ RX P XW
VXEP WD QHZ SUH FEDUDQRH UBHTXHWAML \ RX VWA@Y VK VR WDGH

&RSRIDM / HI DAV CRARED DWWG R DSSURYH D WDQVDRURQ VXEP WG IRUSUH FBIDUDQRH |\ RXUSUH FBDUDQRH UHTXHWWY GHAHG \ RX P XVABHDIQIURP \KH
WDQVDRURQ DQG VKRXG QRAQIRIP DY RKHUSHWRQR! \WH UHAEIRQ
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$SSHQAL ,,,

E 3@QVDQG/ P W2 LGHY

, QMCBHYRQGHDUH SHP MHG\WRXVH  E WDAQ) SOQV 7KH G DAKHTXILHP HQW IRUD SDQIGFIGH DP RQY RKHUIKIQIV WH IRBZ 1)

$ 7IPLQ R $GRSURQ <RX P D\ RQD DERSWD SOQ DWD WP H Z KHQ\ RX DUH QRWDZ DUH R P DWUDACRQ SXETF IQRUP DIRQ DG\ RX P XWWDGRSWING J RRG I DI
DQG QRWDV SDWRI D VFKHP H\R HYDGH IQUGHUMDAQ) OZV

$  7WDGH' HBIY 7KH SOQP XVAWSHFL WH DP RXQAR VKDUHV \R EHWDGHG \WH SUFH DQG\WH GDM R WH WDQUDRIRQ RUSURYIGH D Z UMHQ IRUP X [RU
GHMP IQQ) \WHVH GABIY ViXFK DV D @ MRGHU

$  1R6XEVHTXHONQOHQH 2 GFH DGRSWG \ RX P D\ QRAQMUIHUA Z M RUIQGHQRH WDGHY XQGHUWH SOQ 7 KH SOQVKRX@ H, HFX\M DFFRUEQ) R W \MP V/
ZMRWDQ H HIAVH R GVFUIRQE\ \ RX

,QMIDOR [P SRVHV IW RZ Q DEGMRDOHTXIHP HOVIRU E SOQV SBDVH FROBFMERSRIDM / H DADWQMEODAFRP SDQ. HP DIG@RUGHEIY

E  SOQVDUHP DGHEHEHHQ\ RX DQG\ RXUEIRNHU HI  ( 75$' ( WRXJK\KH P XWEH SURYIGHG \R & RISRUDWM / HI DORUUHYIHZ. SURUVR DERSUIRQ & RSRIDW
/ HIDZ I@UMEZ. ADIVBEOQY IRUFRP STOQRH Z M, QMOHTXIUHP HONV EXVZ LOCRMHYIEZ. DQ RMHUSOQWAP V RUSURYIGH \ RX Z I\ B DCDGYIFH U DUEQ) \ RXUSDQ
RUW WP V & RISRUDWM / HI DOVHYHY \WH WKWR EDUDGRSWRQR D E SOQE\ DQ , QMBHYRQQHO

1 \ RX DUH LOMUHVIMG |Q DGRSUY D SOQ SEDVH FRQBFW RXUHOMRQVKLS P DQDIHUDW 75$" ( RUSRUSRUDW / HI DADWIQMODOFRP SDQ. HP DIA®
3RYIGIQU 7WDGEQU ' LVFUHARQ W, QYHWR HQAD DQDJ HY DQG 2 WHWY

5XBl E  DOR SURYIGH D SRMQNDOCHHOVH \R IQUGHMDAQ) Z KHUH DQ LQAYIGXDAKDV JWDQMG H FOMYH WDAQ) GVFUMRQWR D \KILG SDWY HJ - DQLQYHWR HQA
P DQDU HU \R WDGH RQWHUEHKDDDQG KDV VDWALHG RKHUUHTXIUHP HON R WWH UXBI <RX VKRX@S FRQVX®Z W & RERIWM / HI DAQ DGYDGFH R GHWUP IGH Z KHIKHU
DQ VXFK DUDQIHP HONDIMIEVS X® E DQG, QMY SRIFHY ,Q SDMEXOU ELRNHIDIH ILUP 3P DQDI HG DFFRXQAVDUDQ) HP HQN WSIFD® Z IOQRWEH YIHZ HG DV
DM\ IQI 5XBI E  RU,QMYY SRIFHV

| DQH FOMYHWDGAQ) DUDQIHP HQAZ W D \KILG SDWV GRHV QRAVDIWI 5XBI E DQG, QMY SRIFHY \WH \WILG SDUY VKRX@ EH FROMGHUHG D SHYRQ Z KRVH
WDQVDRURQY 1Q , QM35 HRXUMEAY DUH GLHAMG RUIQIGHGFHG B\ \ RX DQG VKRX@ FRP SO Z W KLY 3 RTR

/ IP W2 LlGHY

$ @ WREHULY DQ DI UHHP HQWR WDGH D VHRXUMY 1L WH P DUNHWBUEH UHDRKHY D FHUBIQ DP RXQW/ [P MREHY P D\ OVWWRURCH WDAQJ) GD\ RUP D\ EH KHG3RSHJ
IRUD RQUHUSHURG HJ GV HHXQ 1L \KH GV QDWG SUFH LV UHDRKHG GXUQ) \WDVWEHURG

<RX DU SHUP IWHG \R XVH @ IMREHY EXVKH LQYROH UMN EHFDXVH WH P D\ H HPX\W DAD WP H Z KHQ\ RX KDYH P DWUDOGRQ SXETE IQRWP DIRQ ) RUIQAYIGXDY
VXEMPAR \WH 7UDAQ) © IQCRZ * XIGHIH DQ @ MRGHY P XWEH FDQRHDIG DVWKH VBWR D FRVHGWDAQ) ZIQGRZ  DQG DUH DX\VRP DIWFD® FDGFHMIG UL SOFHG
WURXJ K RXUGHGEDWMG HTXIWY SOQ EURNHU 7KLY 3RTR UHFRP P HQGV KRZ HYHU WDW RX IQMMDG XVHD IRP DZ MKHQ  E  SOQIL\ RX DUH FROUGHUQ) \WDCH
RUEHY WDWP D H] HEX\WM IQWH [ XWMUA
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,OQWHDBDGLQRGRZ *XLGHOLQH

7UDAQ) , QMOHEXUMEAN Z KIBH IQ SRAVHWIRQR! P DWUDACRQ SXETE IQRUP DIRQ DERXWQMAY D YIRDMRQR FRP SDQ. SRTR\ DV Z HODV D FUP H 7KH

FRQVHTXHQFHV Rl LQVIGHUMDGLQ) FDQ LOFOXGH VDQFURQV ILRP QMO LOFOXGLQI GLVP WMVDCY MK FDXVH DQG FUP LODOSHQDMUV VXFK DV 1LQHV DQG HYHQ IO
WP H

KB WY CRWSRWIEGI R GHIIQH DQFDWI RUHY RN P DIMUDAQ RUP DMRQ W QUIFDQMQDQRDGEDMY LV SDIFXOU® ONHO R EH FROMGHWHG P DIMUDO7 KH 7 UIDAQ)

T IQGRZ * XIGHTH IV GAMJI QHG WR KHS , QMCEHYRQCHZ KR KDYH UHI XOQUDAAHW R WL QLIFDQAVOQDCHADAQ RUWP DMRQ DYRIGWDACQT , QIMOHRXUMIAV GXUKQ) \KH P HY
\KH DUH P RANINHO R KDYH P DIMUDARQ SXETF IQRWP DURQ 8 QCHUWH 7WDAQY) @ 1QGRZ * XICHEH \WH [IVFDOTXDUMULY GIYIGHG IQR RSHQ DQG FRVHG Z IQGRZ
SHURGV Z KIFK DIHFWZ KRIWHURUQRWAKHVH SHYWRQCHOP D HQIDIH IQ DQ WDQVDRIRQ 1Q , QMOHEXUMAHY DADQ. SDIMFXOUSRIQAQ W H DV GHVRUEHG EHBZ

9 MVAQMIDCFRP SDQ. HP DI@WHQ FOFN RQ , MCHU3 RMBOR VHH LL \ RX DUH FXWHQ® RQ\WH 7UDACQY @ IQERZ * XIGHBH FRP STbQRH QAMDQG \WH DSSTFDE®! FUMAUD
HJ URGI RUCDW DFFHW

1\ RX KDYH UHJ XOUDFFHW \R [P SRUIQMCDQRDAG RIP DIRQ \WH 7WDAQ) : IQGERZ * XIGHIH 1V LOMQGHG R KHS \ RX DYRG IQUGHMDAQ) YIRDMRQY SURMAULY
ERW\ RX DQG, QMO

, ¢ KRWH7WAEQ] : LQCRZ * XIGHIQHS$ SSTHV 7R

,QIHQHDOWH 7WDAQ : IQERZ * XIGHEH DSSOHY R WH IRTRZ 1Q) FDWIRUHV R, QMCSHWRQQHOZ KR HWNHUKDYH UHI XOUDFRHW R W QUEDQWIQDQRIDOGOWD RU
DUH SUHVXP HG VR KDYH VXFK DFFHW GXH W WHUURG!

0 HPEHWR WHYRDGR ' IWHARY
91FH 3 WMGHQN DQG DERYH H FOIAQ ) HBZV
THRKQEDGS WIMIBON &KIHIV Rl 6B VR WRVH 9 IFH 3 UVIGHQN DQG DERYH
$GP IQVINDWH $ \WIMBQN \R FHUBIQ R IEHWY
3 HWRQGH W UHJ XOUDFFHW \R W QUEDQWICDQALDOEDW Z KIFK 1V FXUHQ® GHILQHG R P HDQ DRWDCRUIRUFDVIMG TXDUWD RUDQOXDALCDGADAHVX
DQG GO WDVWARQI ® FRUHOW R \WRVH DPMDCRUIRUHFDVIMG UVXOV [RU
L ,QMDVDZKRE!
L WH&OHOMRP SO * IRXS &&*
L WH' DWW &HQMIDQGS, * IRXS ' &$,
Y QMO RXQAY RU
Y RQHRUP RUH JHRIUDSKIHY RURKHUFDWAI RUHY \WDWHSUMVHQMOQ KH DJ.J UHI DM RUP R R RBQQMOHYHXH

+H +H +H H

7KH &KIH / HIDCR [IIEHUP D DOR GHVL QDWW DEGMRQDOSHYRQIH KR DUH UHTXILHG R IRTXZ \WH 7WDGEQ) : IQGRZ * XIGHEH

<RXP D\ EH IGHQMHG DV KDYIQJ UHJ XOUDFFHW \R WL QUEDQWCDQRLDOGDW EDVHG RQ\ RXUURB! \ RXUM VWP VDFFHW HJ - DQHOMBP HOAQS$* 6\ RXU
DWHQEDQFH DWAHABIQ UHI XOUP HAMYV RUEHQI D UHFSIHQAR FHABIQ UHSRW DP RQJ RKHUBHDVRQY <RX DUH UHTXILHG R IRGRZ \WH 7WDAQY) © IQERZ * XIGHEEH
HYHOLL \ RX GR GRVWKVH WH IICDQFIDGEDWY 1Q\ RXUURB! HYHQLL IRUH[ DP S®! \ RX KDYH DFFHW \R WH GDWB VRBID 1QDQ, 7 VXSSRWIRG!

<RX Z I@EH QRMHGE\ HP DICZ KHQ\ RX DUH DEGHG W WH 7WDAQ) © IQERZ * XIGHIEH FRP STDQFH QMWDQG Z I@UHFHIYH UHI XOUHP DIOCRWFHY DERXVKSFRP 1QJ
WDAQ) ZIQERZ SHURGY <RX Z IGDOR EH WHTXILHG W FRP SBMI D WDIQQ) FRXWH RQ IQUGHMDAQ) DWBDWRGFH HYHY R\ HDY VHH9,, 0 DQEDRY 7WDIQQ)
EHEZ
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1\ RX DUH QRWEXUHQ® RQWH 7WDAQY] © IQGRZ * XIGHIRH FRP SIDQRH QMEXWEHTHYH \ RX GR KDYH UHI XOUDAFHW \R W QUEDQWICDGFIDOEDW \ RX VKRXG
IP P HADMO EHIIQIRTRZ IQ) WH 7WDAQ) : IQGERZ * XIGHIH DQG QRM SQMEDAFRP SDQ. HP DI

( YHQLL\ RX DUH CRAVHTXILHG R IRTRZ \WH 7WDAQ) : IQERZ * XIGHIH \ RX DUH HQFRXUDI HG R YREQEUD FRP SO DV D SIXGHVEHWSBIDRFH * ,Q SDMFXOU
SHYRQQH KR KDYH DFFHW \R [ICDGADAQIRUP DMRQ EXWIRWEDD \WWDWP HHW \KH FUMMUD DERYH + |RUH DP S®I DRWDCRUIRUHFDVNG UHVXEY IRUD EXVICHW JIRXS
WOWY QRAR&* ' &$, 70* ) RUIRUD VIQJI®IJHRIUDSKIE UHJ IRQ RWHUWDQ$ 3$ & + DUH UHFRP P HQGHG \R YROQBUD IRBZ WH7WDAQ) : IQERZ * XIGHIH

) DP L® 0 HP EHLY DQG 2 WHWY $ R 6 XEMPWR WH 7WDGIQJ : IQGRZ * XIGHIQH
JWH7WDAQ : IQGRZ * XIGHIH DSSHV\R\ RX IMDOR DSSTHY \R MDA 1O, QMOHRXWMAV B\ \KH IRGRZ 1)

T <RXUVSRXVH DQG GHSHQGHQW DQG DQ RGH Z KR OYHV IQ\ RXUKRP H

$  $Q RQHZ KRVHWDQUDRIRQY 1Q , QROMHFXUMH DUH QUHAMG RUIQIOHQAHG B\ \ RX VXFK DV IDP 1O P HP EHWY Z KR FRQUXG W\ RX EHRUH WDGAQ) ,QMO
FRP P RQVRFN

$ $QIQMF HOAP DQDI HURURKHUWILEG SDUIVWDAQ) RQ\ RXUEHKDD XQBMY\ RX KDYH IRWP DO JLYHQWHP H FOMYH WDGEQ) GVFIHIRQ 1Q DQ DUDQIHP HQW
WDWP HHWWH BHTXIHP HOVR 5XBI E - WH9  E  30QVDQG/ [P V2 IEHY EHBZ

T $ WKWRUHVIBW IRUZ KIEK \ RX RUDQ. R \WH IRUHIRQJ 1DP 1O P HP EHY VHYH DV WKWARMH RUH HEXWRU RUIRUZ KIEK \ RX KDYH IQ GHQPH RYHUIQYHME HOW
GFMRY/

$  &RSRIDIRY/ SDUZHWKISY DQG RKHUEXMIGHW HOMIV RYHUZ KIEK \ RX RUDQ. R \WH IRUHIRQ) 1DP 1® P HP EHY KDYH RUVKDUH FRQARO DV DQRILFHU
QUHRRU W QUEDQWARFNKRCHURURKHZ VH

,QHDFK R \WHVH FDVHY \ RXUFBVH SHYRQDAHDMRQVKLS RUSRMQIDAICDGFIDAQMIADIVHY WH UMNKDWADGHY E\ \KHVH SHRS®! RUHQIMY Z IQEH VHHQ DV EHQY
EDVHG RQ P DIWUDOQRQ SXETE [QIRP DIRQ\ RX NQRZ 7R UHGXFH LOVGHMDAQ) UMN DQG \WH DSSHDUDGRH R [P SURSUHW \WHUMDGHY VKRX@ DOR FRP SO Z W \WH
VDP H7WDAQ : IQGRZ * XIGHIH WHTXILHP HOW DSSEDEGI R\ RX WY \ RXUUHVSRQVIELDN VR HQVXUH WDVWKHVH SHRS®! DQG HQMAHY DUH DZ DUH Rl DQG | RARZ
WH7WGEQ) : LQGRZ * XIGHIOH

., +RZ WH7WGEQ : IQCRZ * XIGHIOH: RUWV LQ* HQHIDO
7KH7WDAQ : IQGERZ * XIGHIH AYIGHV \WH TXDUMUIQR RSHQ DQG FRVHG Z LQGRZ. SHURGY

&@®VHG: LQGRZV ' XUQ) DFBVHGZIQERZ DA QWOVHEXUMEY WDQUDPURQY VXEMIFVIR WH 7UDGLQD © LQGRZ * XIGHIQH DUH SIRKLEIWG 7 KHUH LV D YHU

@ WG VHWR WDQVDRIRQY WDWDUH H HP SWURP \WH 7WDAQY] : IQGRZ * XIGHEH GHVRUEHG Q6 HANRY,9 EHBZ ' XUQJ \KLY SHURG \ RX DUH P RUH @HD \R KDYH
SRMQID® P DWUDAICDGADAQI RUP DIRQ WDVWKDV QRAY HAEHHQ GVFEVHG R WH SXETE VXFK DV, QMY UHVXOV IRUWH TXDWMURUD SHQEQ) FKDQIH 1Q JXICDGFH
DQGWDAQ) IV \WHUHRUH SURKIELMG

( 75%' ( $SFFRXQMBANG) |\ RX DU VXEMPWR WH 7UDAQ) © IQGRZ * XIGHIH \ RXU,QMJ 75$" ( DFFRXQWP D\ EHEGFNHGIURP WDQVDRIRQY GXUQ) FBVHG
ZIQERZV WRKHS \ RX DYRG ICDGYHWMQMROMRQ/

2SHQ: LQGRZV ' XUQ) DQRSHQZIQERZ ,QAMOMHEXUMIAV WDQUVDRIRQY DUH SHUP WG DV BRQJ DV\ RX DUHORWDZ DIHRI DQ\ P DMUDOQRQ SXEQE LQIRP DARQ
2 SHOZ IQERZ V JHHID® FRP P HFH RQWH VHFRQG GD\ DIWMU, QMY HDUQIV HBDVH Z KHQ , QM P DWUDAICDGADAHVXEY IRUKH SURUTXDUWWUDCG 1L
DSSTDEG! XSEWMG J XIGDQFH KDYH WSIED® EHHQ QVFEVHG R WH SXETE ( YHQ GXUQ DQRSHQZ IQGRZ  KRZ HYHU'\ RX VKRXES FDUH X@ DWHW Z KHIHU\ RX DUH
DZ DR DQ P DMIDOQRQ SXETF IQIRUP DMRQ EHIRUA P DNQJ DWDGEAQI GHAMRQ W/ SRWIEGI\ RX P D\ AMIEH DZ DM R P DMUDOQRQ SXETF IQRWP DIRQ DG 1L
KDWY WH FDVH \ RX P D\ _QRWDCH
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7WGEQ : LQGRZ V IRUS @8 HWRQQHOE XEMPVWIR 7WDGQJ : LQGRZ * XIGHIOH

&RVHG: IQGRZ 2SHQ: IQGRZ &BRVHG: IQGRZ
ZHHWV ZHHWV ZHHWV

3 H &GDUWDQFH 5 HTXUWHP HOWRU7WDGHY B\ & HUALQ 3 HY/RQQHO
7KH IRBZ 1Q) SHYRQGHOWH 33 UH & BDUDQFH * URXS” KDYH DEAMRCDAUHTXILHP HQW 1RUHQI DILQ) 1O WDQUDRIRQY 1Q , QW3S HEXUMEN

CIHRRY
GHAIRY 2 IIIEHY DV GHIGHGIQ, QMY , QUGHU7DAQ) 3 RTA

([HPAMHT7HDP (7

7HPKQEDGS WIMBON RUEKIHV R 6\BIN R 6 HAIRQ 2 I1IEHY DQG( 7

2 \KHUHP SB HHV GAMICDWG B\ \WWH &RP SIDGFH 2 [11EHU DV GHICHG 1Q, QMY , QUGHU7WDAQ) 3 RTA

+H +H+ +H H

7 KHVH SHYRQGHIDUH UHTXILHG \R REWBIQ SUH FEIDUDQRH IURP & RSRUDW / HI DCSURUNR DQ. WDGH DV GHVRUEHG 1Q , QMY ,QUGHU7 DAQ) 3RIF ' IWHARY 6 HAIRQ
2 IIFHY DQG( 7 DOR P XVWREMQ SUH FBDUDQRH IURP WH &KIH / HI D2 11IFHUDQG & KIH ) LQDQRIDCR 1IIEHU 7 KH SUH FBDUDGRH UHTXILHP HQADOR DSS@HY \R
WHVH IQAYIGXDOTIDP 1O P HP EHY HQMEV WH  FRQARODQG RIHY DV GHVFUEHG IQWH ,QUGHU7WDAQ) 3RTA 3 U FEDUDQRH P XWEH UHTXHWMG DQGP D RQD

EHJIYHQ GXUQ) DQRSHQZ IQERZ

¢ IQGRZ 3HURG' DMV

<RX FDQIIQG \WH VFKHGX®! IRUWH XSFRP 1Q) WDAQ) ZIQERZ SHIRGY E\ YIMMQJ KWS  JRWR IOMIFRP 7UWDAQ)

3 GDVH CRM \KDVWKHVH DMV DUH VXEMIFWIR FKDQI H 1L RXUVFKHGX®BIG HDUQIQIV DMV FKDQIH 7 KH RSHQ Z LOGRZ  SHURGV Z IQCHYHUMMBWWHDUEHUWDO \WH VHFRQG
& DWWMURXUHDLQQIV BHBDWH

© LQGRZ 3HURGV 6 XEMFVIR $ GMWWR HOW
, QMW &KIH / HIDCR [IIEHUP D DEMWWH \IP 1Q) RN WHWDGEQ) Z IQGRZ SHURGY RUSURYIGH IRUD VSHADCRSHQWDAQ) Z IQERZ WDWEHSDIW IURP WH WSIFDORDGQY

ZIQERZ. VFKHGEX®! GHVFUEHG DERYH LQ KLY RUKHUVRE! GVFHIRQ 7KH &KIH / HIDCR 1IEHUP D P DNH WHVH FKDQIHV Z MWRXWDQ. DGYDGFH CRIFH \R LQAYIGXDY
VXEMPAR \WH 7UDAQ) © IQCRZ * XIGHICH
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9 7WDQVDPURQV 6 XEMIFWR DQG ( [ HP SWIRP WH 7WDGIQJ : LQGRZ * XIGHICH

7KH\DE®I EHBZ JHQHD@® GHVFUEHV \WH WDQVDRMIRQY \WDWDUH VXEMPWR WH 7UDAQ) © IQERZ * XIGHIH DV Z HODV D @ WG VHWR H HP SWRDQUDRIRQY | D
WDQUDRIRQLY H HP SWA RX P D\ HIDJH IQWQDQ WDAQ) Z IQGRZ. SHURG IGFOEQ) D FRVHG Z IQGRZ

([HP SWWRP 7WDGIQ) : IQGRZ * XIGHIQH

&DMIRY 6 XEMPWR 7WDGIQU : LQGRZ * XIGHIQH S DT D5 TR 2 GRE

3XUKDVHV VDBV DQGIUW R, QMOHEXWMAY 6 HEXUMAY
QMOLEXIMHVIQ IGFOIGH FRP P RQWRFN VIRFN RSURQV DQG RKHUVHRXUMHY DV
HHIDO CHIQHG IQWH ,QUGHU7WDAQ) 3 RTR

3 XUAKDVHV DQG VDBV R DPX\MDOXQGRUHWDQJH\AD(}GIXQG
0 XWDA X 3 XUFKDVHV DQG VDBV Rl D P X\WMDAX( 7) ZKHH,QMO
0 QGv DG (7 LLQA;OA—FXLIW-I\/LH-SU—M—Q/‘P WDQ  ROWHIXQEV m;xmwuqy?s RU@WHlXQGKS(?n%JJ(V)

I 9HIQJ RI568V
$ . DMKRGIQ) R VKDUVE.  QMORVDWN \B[ Z MNKRTGIQ)

;gﬁKR@QJ P | $Q POUHNDBIE, \RXR YHANGS 68 WOUN 1 m&xmg QMORVDWI\ \B[ Z WWKRGIQ) DG
RHUGU DCREQ DARQV XSRO YHIY WP ICDWRO R
HP SB P HQARURKHUHYHQN

3XUWKDVHV R WKDUHV WURXIK ( 633
<RXUHBIIRQ W SDUASDIM IQ( 633
&DCFH@Y ( 633 SDUFISDMRQ

(633 WDQVDPURQY 6 DBV Rl VKDUHV SXUFKDVHG WWURXIK , QMY ( P SB HH 6 \RFN
SXUKDWH3OQ (633

+H |+ H H

&DUY 1QJ IRZ DG\ RXUIQMIDG! XIENS DB HBRIRQ DWXP 1Q)
\ RX GG CRKDYH P DIMIDOCRQ SXETF LQRWP DURQZ KHQ\ RX

(633 4 XIENG DO ( GRIRQ\R SDWFASDM 1Q ( 633 4 XIENG DB P DG K OMDCHBIRO

$  &DQFHEY D4 XIEN5 DB HBFURQ

&DWKH HFAVHV R DMRFNRSWRQ LH \ RX'SD\ \WH H HIAVH SUFH

6\RFN RSWRQV &DVKEW H HIAVHV R VRFN RSWRQV DQG DQ. RKHUVDEBN RI LQFDWK DQG QR VKDUHV DUH VRG W WH P DUNAVWR SDv WH H HBFVH
VKDUHV DFTXIUHG XSRQH HIAMQI D WRFN RSURQ SUFHRURKWHZ IVH 6 DBV Rl \WWH DFTXIUHG VKDUHV DUH VXENMIFVWR

WH7WAQ : IQGRZ * XIGHIH KRZ HYHU

"D u €€}(5Z p¥Adu E]v 0]P] % &% J¥%WW Yu] I o
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HP SWURP 7 : * X
&DWIRU 6 XEMPVIR 7UDGIQJ : LQGRZ * XIGHIQH (S[HP MGGXLL'E]Q]DQLQGRZ zLGmQHs

&HYBIQ HBRIRQY XQGHUWH , QMO N 6 DYIQIV 3 DQLL WH\
IQVROH , QMOARFN IQFXAQ)
LY DFKDQIH IQ\WH SHIFHQEUH R \ RXUSD\ UROFRQMEXURQY
N WDOVDFARQY DARFDMG \R\KH , QMOARFEN IXQG 3XUKDVHV R, QMOARFN 1Q \KH N 3@QZ W\ RXUSHIRGF
Y DWDQVHUR DQ DFFRXQNEDDQFH IQR RURXWR WH , QMOARFN|  SD\ URGIGHGXRIIRQY
IXQGGZLMKIQ\RXU N DFFRXQADQG
YL ERURZIQ) PRGH DIDIQWRXU N DFFRXQM WH BDQ
UHVXOV IQ\WWH VDBI Rl VRP H Rl \ RXU, QMOARFN IXQG EDDGFH

MGG ( BFVRQ\R SDUFSDM 1Q, QMY QYICHQG UHQYHWR HOABDQ 3XUKDVHV R, QMOAREN UAVX@Q) 1URP \ RXUHBIFIRQ \R LHOYHWAW
FKDQIHV 1Q\ RXUBIYHCR' SDWFISDURQ O WH SO0 RUINRXUVDBIR! | GYIGHQGY XQGHMH GYIGHQG UHQYHR HOABDQ DQ5\ RXUHBRRQ

WHQYHAR HW DQ. . QMOAREN SXUPKDVHG XQGHUWH SOQ \R VRS SDUFISDIY 10\WH GYIGHOG IHOYHMF HOABDQ

6(53/86 RKHUWDQDRIRQY RFFX]

Sy 18 &ROMEXIRQY DG WO XQGHU6 ( 53/ 86

E 3@QVDXG ) RUSXUFKDVHV DQG VDBV R, QMOHPXUMV XQGHUD E  WDAQ) SOQRUP WREHUSBDWHWHO E  3@QVDQG/ [P M2 WEHY
/ IP M2 lGHY EHEZ

J \VRXKDYH DQ' TXHWIRQ DERXWZ. KHWHUD \WDQVDRWRQ LV VXEMPWR \WH 7UWDAQ) @ IQERZ * XIGHBH FRQUPWE RBRUDM / HI DCDQG FRQIOXH W IRTRZ. \KH
* XIGHTH 1Q\KH P HDQWP H

9 E 3@QVDQG/ P M2 WGHY

$ E 3@V

7DEGVXQEHUD E  SOQP D RFFXUGKUQ) DQ WDAQ) ZIQERZ SHIRG IQFOEQ) GXUQ) DFRVHG ZIQGRZ <RXP D\ RQDDGRSWD E  SOQGXUQ DQ
RSHQZIQGRZ DWXP IQJ \ RX KDYH QR P DWUDOQRQ SXETF IQRWP DIRQ <RX P D CRADGRSWD SOQ GXUQ) D FERVHG Z LQGRZ

,1 \ RX KDYH J UDQMG H FOMYH WDAQ) AVFUHIRQ W D \WILG SDWY HJ - DQ LIQYHR HOAP DQDIHU  \WH WILG SDUWV Z LOHHG R FRP SO Z W \WH 7UDAQ] :  IQGRZ
* XIGHEH Z KHQWDAQ) , QMOHEXUMIHV RQ\ RXUEHKDD XQBIW \ RXUDUDQIHP HONDWIIHVS X®I E  DQG,QMIV SRIAHYV 3 BDVH FRQUXGV W & RSRUIDW / HIDO
1Q DGYDQRH W GHWMUP 1CH Z KHWHU\ RXUDWDQI HP HOWZ IOHHG W FRP SO Z W WH 7UDAQ] :  IQGRZ * XIGHTTH

3EDVH YMWWE JRR IOMIFRP 7UWDAQ) DQG FORN RQ\WH ,QUGHU7WDAQI 3RMA IRUPRHIQRP DIRQRQ E  SOQV IQFOGEQ) DEAMRDAHTXILHP HOW
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% /1P W WGEHY
<RX DUH SHUP IWHG \R XVH @ IMREHY EXVKH. DUH RQD SHUP WG VR H HFX\WM GXUQ) DQRSHQ Z IQGRZ $ @IP IWRUEHWY P XWEH FDQFHDIG SURUR \WH WBWR D
FRVHG Z IQGRZ  DQG Z I@EH DXVRP DD FDQFHDIG 1L SOFHG WURXJ K RXUGHGEEDWMG HTXIWY SDQ EWRNAU <RX P D' QRWSDFH D QHZ. @ IMRBHUGXUQ) D FRVHG
ZIQGRZ
JAVRX Z IVK W SOQ D WDGH \WDWP D H HPXW RAMCH R DQRSHQZ IQGRZ \RXP D\ RQD GRVRXQGHUD E  SOQ
3GDVH YMVWWE JRR IOMIFRP 7WDAQ) DQG FIFN RQWH ,QUGHU7 WDAQ) 3 RIF\ |RUP RUH EDANJURXQG RQ @ IMREHY

&  5HIXUWHP HQW IRUWH 3 WH & BDIDQFH* LRXS
1\ RX DUH UHTXIUHG \R SUH FBDU\ RXURDGHY \ RX P XVWFDQRHCD@ RXUTP IMREHY DAKH HQG R \WH SHURG IRUZ KIEK \ RX KDYH EHHQ FBDUWHG WSIFD® DQ
ICFUP HOAR RHZHHN 7IDGHVXQEHUD E SOQ KRZHYHUP D\ RFFXUGKUQ) DQ ZIQERZ SHIRG <RXPD RO DGRSW E  SOQGXUQ) DQRSHQ
ZIQGRZ DQGZ M SUH FEDUDGFH
9, 7WAQI DIWU<RX/ HDYH,QMO
1\ RX WP LQDWM \ RXUVHWIEH Z M, QAOGXUQ) D FARVHG Z LQGRZ. WY UHFRP P HQGHG WDV RX GR QRARDGH XQUDNH QH WRSHQ Z LQGRZ I \ RX DU DZ DHR

P DMUDOQRQ SXETF IQIRUP DURQ Z KHQ\ RXUVHYIEH \MUP ICDWY \ RX VIKRX@ CRARDGH , QIMOVHEXUMEAY XQUDNDN RUP DIRQ KDV EHFRP H SXETE RUY QR BQIHU
P DIMIDO

9,, 0 DQGEDWRU 7WDIQAQJ

J A RX DUH HTXIHG W IR@RZ \WH 7UDAQY @ IQGRZ * XIGHTEH \ RX Z I@DOR EH UHTXIUHG R \VINH DQ RQEEH WDIQIQ] FRXWH DERXWOMGHUMDGAIQ) DWBDMARCGFH HYHY
\WR\ HDY 7KH FRXWH Z LGDXWRP DIWFD@® EH DCGHG W\ RXUO \ / HDLIQJ) GDWQIQ] SOQ , | \ RX IDIOR VEINH \WH P DQEDRY \WDIQIQ) \ RXUP DQDIHUP D EH QRMHG
DQG\ RX P D\ ®H DFFHW W FHUBIQ DSSTDMRQY WURXIK $* 6 XQID RX KDYH FRP SGMIG \WH \WDIQQ)

9,,, 4 XHVWMRQV

3 BDVH FRODPE RISRUIDW / H DADWIQMEDCFRP SDQ HP DIGEL \ RX KDYH DQ. TXHWIRQY DERXVWMLY 7WDAQ) : IQERZ * XIGHEEH QMY ,QMCHU7WDAQ) 3R RU
VIP [MUMWXHV
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 QWHO &RUSRUDWLRQ
6XEVLGLDULHYV

6XEVLGLDULHV RI WKH 5HJLVWUDQW 6WDWH RU 2WKHU -XULVGLFWLRQ RI ,QFRUS

,QWHO ,QWHUQDWLRQDO ,QF
,QWHO &DSLWDO &RUSRUDWLRQ

,QWHO 2YHUVHDYV )XQGLQJ &RUSRUDWLRQ

OLVVLRQ &ROOHJIH ,QYHVWPHQWV /WG
,QWIRBULFDV ,QF

,QWHO ,UHODQG +ROGLQJV 86 [/&
,QWHBKQRORJ\ 86 /3

,QWHO ,JQLWH ,9 //&

&RPSRQHQWHYV ,QWHO GH &RVWD 5LFD 6 5 /

*UDQJH 1HZFR //&

,QWHO %HQHOX[ % 9

,QWHO +ROGLQJV % 9

,QWHO )LQDQFH % 9

,QWHO &RUSRUDWLRQ 8. /LPLWHG
,QWHBPKQRORJLHV ,QF

,QWHO ,UHODQG /LPLWHG

,QWHO (OHFWURQLFV /WG
ORELOH\H *OREDO ,QF
+DPSWRQ@XLVLWLRQ /WG

,QWHO ,VUDHO /JLPLWHG

,QWHO 6HPL &RQGXFWRUV /WG
,QWHO .DEXVKLNL .DLVKD

,QWHO 6HPLFRQGXFWRU 'DOLDQ /WG
,QWHPKQRORJ\ 6GQ %HUKDG
,QWHO 6HPLFRQGXFWRU 86 //&
,QWNOD +ROGLQJ /LPLWHG

,QWHO 3URGBWRWY &R /WG

,QWHO &KLQD /WG

,QWHO 3URGXFWV &KHQJGX /WG
$UL]JRQD )DE //&
$UL]JRQD )DE +ROGFR ,QF

,QWHO &KLQD )LQDQFH , +. /LPLWHG

$VR"' HFHPEHU 3 XWXDQAR WP E IL R 5 HIXOMRQ6 .

FROAMAM D VI QUEDQAXEVIGDY DVRI ' HAHP EHU

&DOLIRUQLD 8 6
'"HODZDUH 8 6
'"HODZDUH 8 6
&D\PDQ ,VODQGYV
&DOLIRUQLD 8 6
'"HODZDUH 8 6
&DOLIRUQLD 8 6
'"HODZDUH 8 6
&RVWD 5LFD
&D\PDQ ,VODQGYV
1HWKHUODQGYV
1HWKHUODQGV
1HWKHUODQGV
SQLWHG .LQJGRP
'"HODZDUH 8 6
&D\PDQ ,VODQGYV
,VUDHO
'"HODZDUH 8 6
,VUDHO
,VUDHO
,VUDHO
-DSDQ
&KLQD
0DOD\VLD
'"HODZDUH 8 6
+RQJ .RQJ
9LHWQDP
&KLQD
&KLQD
'"HODZDUH 8 6
'"HODZDUH 8 6
&KLQD

\KH CDP HV Rl RWHU, Q& RIBRUDURQ VXEMIGIDURVY DUH RP WHG EHFDXVH FROMGHHG IQ\WH DIJUWHIDIM \WH Z RX@ QRW
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&216(172) ,1' (3(1' (175(*,67(5(' 38% ,&$&&2817,1* ) 50

:H FRQVHQW WR WKH LQFRUSRUDWLRQ E\ UHIHUHQFH LQ WKH IROORZLQJ 5HIJLVWUDWLRQ 6WDWHPHQWYV
5HILVWUDWLRQ 6WDWHPHQW )RUP 6 1RV Rl ,QWHO &RUSRUDWLRQ

5HILVWUDWLRQ 6WDWHPHQW )RUP 6 1R RI ,QWHO &RUSRUDWLRQ DQG

5HILVWUDWLRQ 6WDWHPHQWY )RUP 6 1RV

DQG RI ,QWHO &RUSRUDWLRQ
Rl RXU UHSRUWYV GDWHG -DQXDU\ ZLWK UHVSHFW WR WKH FRQVROUEBWHYGHQPWV\WQ RILDQ@ W WDQHP HQ QW
,QWHO &RUSRUDWLRRDQIBPOXEHBER UY WRUW . RI ,QWHO &RUSRUDWLRQ IRU WKH \HDU HQGHG 'HFHPEHU

V (UQXRXQJ //3

6DQ -RVH &DOLIRUQLD
-DQXDU\
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&(57,),8% 21

/LS ™R FHUWLI\ WKDW

, KDYH UHYLHZHG WKLV DQQXDO UHSRUW RQ )RUP . Rl ,QWHO &RUSRUDWLRQ

%DVHG RQ P\ NQRZOHGJH WKLV UHSRUW GRHV QRW FRQWDLQ DQ\ XQWUXH VWDWHPHQW RI D PDWHULIL
OLJKW RI WKH FLUFXPVWDQFHV XQGHU ZKLFK VXFK VWDWHPHQWY ZHUH PDGH QRW PLVOHDGLQJ ZLWK

%DVHG RQ P\ NQRZOHGJH WKH ILQDQFLDO VWDWHPHQWY DQG RWKHU ILQDQFLDO LQIRUPDWLRQ LQFO
UHVXOWYV RI RSHUDWLRQV DQG FDVK I0RZAWKRI SMHKH RGNV LSAWHYDHQW IBG RQ WRIGVIRHSRUW

7KH UHJLWWWBEW F HUWHU MY DRIG , DUH UHVSRQVLEOH IRU HVWDEOLVKLQJ DQG PDLQWDLQLQJ$FMW B&R
D H DQG G H DQG LQWHUQDO FRQWURO RYHU ILGPQFEROHWVHSBRUWIL@IQ®YV GHILUQHE U @ KH KDIQ I

D '"HVLIJQHG VXFK GLVFORVXUH FRQWUROV DQG SURFHGXUHV RU FDXVHG VXFK GLVFORVXUH FRQWI
PDWHULDO LQIRUPDWLRQ UHODWLQJ WR WKH UHJLVWUDQW LQFOXGLQJ LWV FRQVROLGDWHG VX
SHULRG LQ ZKLFK WKLV UHSRUW LV EHLQJ SUHSDUHG

E '"HVLIJQHG VXFK LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ RU FDXVHG VXFK LQWHUQDO
UHDVRQDEOH DVVXUDQFH UHJDUGLQJ WKH UHOLDELOLW\ RI ILQDQFLDO UHSRUWLQJ DQG WKH SU
JHQHUDOO\ DFFHSWHG DFFRXQWLQJ SULQFLSOHV

F (YDOXDWHG AWK HOQHVYV RI WIKHWFOIRWXWH BRAWUROV DQG SURFHGXUHY DQG SUHVHIMHFWGE YLHQW KL
GLVFORVXUH FRQWUROV DQG SURFHGXUHV DV RI WKH HQG RI WKH SHULRG FRYHUHG E\ WKLV UH

G 'LVFORVHG LQ WKLV UHSRUW DO\ IFK\WBA UK RQ MRGWUWHRIL\RWHDQWIDQFLDO UHS R UVRIVO WHKFHQ \R FIE X!
UHJLVWUBRXQUAMMK ILVFDO TXDUWHU LQ WKH FDVH RI DB FIMHEX DRU WLHS B BW RADKOIEVD! W ©WN PETKHNNREHEDWWA
FRQWURO RYHU ILQDQFLDO UHSRUWLQJ DQG

7KH UHJLWWRWBQWIFHURMHUWM DRIG , KDYH GLVFORVHG EDVHG RQ RXU PRVW UHFHQW HYDOXDW L R/QDKIGIL
DQG WKH DXGLW FRPPLWWHERIRIGVRKHGQLHUHMWRIIDWQ WU SHUVRQV SHUIRUPLQJ WKH HTXLYDOHQW IXQFWLI

D $00 VLJQLILFDQW GHILFLHQFLHY DQG PDWHULDO ZHDNQHVVHV LQ WKH GHVLJQ RU RSHUDWLRQ R
DGYHUVIHEWDWKH WHDEVWIWQWR UHFRUG SURFHVV VXPPDUL]H DQG UHSRUW ILQDQFLDO LQIRUPI
E $Q\ IUDXG ZKHWKHU RU QRW PDWHULDO WKDW LQYROYHV PDQDJHPHQW R U VR IWXWMH UHFDS® R RHAVUZ
UHSRUWLQJ
‘DWH -DQXDU\ %\ V /,37%48
/LS %IXQ

&KLHI ([HFXIWEMH PIQG 'LUHFWRU
BULQFLSDO ([HFXWLYH 21
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'DYLG =LEMQWUI\ WKDW

, KDYH UHYLHZHG WKLV DQQXDO UHSRUW RQ )RUP . Rl ,QWHO &RUSRUDWLRQ

%DVHG RQ P\ NQRZOHGJH WKLV UHSRUW GRHV QRW FRQWDLQ DQ\ XQWUXH VWDWHPHQW RI D PDWHULIL
OLJKW RI WKH FLUFXPVWDQFHV XQGHU ZKLFK VXFK VWDWHPHQWY ZHUH PDGH QRW PLVOHDGLQJ ZLWK

%DVHG RQ P\ NQRZOHGJH WKH ILQDQFLDO VWDWHPHQWY DQG RWKHU ILQDQFLDO LQIRUPDWLRQ LQFO
UHVXOWYV RI RSHUDWLRQV DQG FDVK I0RZAWKRI SMHKH RGNV LSAWHYDHQW IBG RQ WRIGVIRHSRUW

7KH UHJLWWWBEW F HUWH U M) DRIG , DUH UHVSRQVLEOH IRU HVWDEOLVKLQJ DQG PDLQWDLQLQJ$EFMW B&R
D H DQG G H DQG LQWHUQDO FRQWURO RYHU ILGPQFEROHWVHSBRUWIL@IQ®V GHILUQHE U @ KH KDIQ I

D '"HVLIQHG VXFK GLVFORVXUH FRQWUROV DQG SURFHGXUHV RU FDXVHG VXFK GLVFORVXUH FRQWI
PDWHULDO LQIRUPDWLRQ UHODWLQJ WR WKH UHJLVWUDQW LQFOXGLQJ LWV FRQVROLGDWHG VX
SHULRG LQ ZKLFK WKLV UHSRUW LV EHLQJ SUHSDUHG

E '"HVLIJQHG VXFK LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ RU FDXVHG VXFK LQWHUQDO
UHDVRQDEOH DVVXUDQFH UHJDUGLQJ WKH UHOLDELOLW\ RI ILQDQFLDO UHSRUWLQJ DQG WKH SU
JHQHUDOO\ DFFHSWHG DFFRXQWLQJ SULQFLSOHV

F (YDOXDWHG AWKH HOQHVYV RI WIKHWFOIRWXWH BRAWUROV DQG SURFHGXUHY DQG SUHVHIMHFWGE YLHQW KL
GLVFORVXUH FRQWUROV DQG SURFHGXUHV DV RI WKH HQG RI WKH SHULRG FRYHUHG E\ WKLV UH

G 'LVFORVHG LQ WKLV UHSRUW DO\ IFX\WBA UK RQ MRGWWHRIL\RWHDQWIDQFLDO UHS R UVRIVON WHKFHQ \R FIE X!
UHJLVW URXQUAMMK ILVFDO TXDUWHU LQ WKH FDVH RI DB FIMHEX DRU WLHS B BW RADKOIEVD! W & WN PETKHNNREHEDWWA
FRQWURO RYHU ILQDQFLDO UHSRUWLQJ DQG

7KH UHJLWWRWBQWIFHURMHUWM DRIG , KDYH GLVFORVHG EDVHG RQ RXU PRVW UHFHQW HYDOXDW L R/QDKIGIL
DQG WKH DXGLW FRPPLWWHERIRIGVRKHGAQLHIHMWRIIDWQ WU SHUVRQV SHUIRUPLQJ WKH HTXLYDOHQW IXQFWLI

D $00 VLIJQLILFDQW GHILFLHQFLHY DQG PDWHULDO ZHDNQHVVHV LQ WKH GHVLJQ RU RSHUDWLRQ R
DGYHUVHEWDWKH WHDEV®ILWQWR UHFRUG SURFHVV VXPPDUL]H DQG UHSRUW ILQDQFLDO LQIRUPI

E $Q\ IUDXG ZKHWKHU RU QRW PDWHULDO WKDW LQYROYHV PDQDJHPHQW R U W WXW H UMD R RHHYVUZ
UHSRUWLQJ

'DWHDQXDU\ %\ V 9% =,161(5

‘DYLG =LQVQHU
([HFXWL¥H SUHVLGHQW DQG &KAHU )LQDQFLD
3ULQFLSDO )LGFMHWFLDO 21



([KLELW

&(57,),8% 21

(DFK RI WKH XQGHUVLJQHG KHUHE\ FHUWLILHV IRU WKH SXUSRVHV Rl VHFWLRQ RI FKDSWHU RI WLWO?}
6DUED QHV$EM HI LQ KLV FDBIFFHWRDWWG ®RI&RUSRUDWLRQ , QWM X WK BWS RURVKRV ,Q@RIZ0OR QIR UWKH . IF
"HFHPEHU IXOO\ FRPSOLHV ZLWK WKH UHTXLUHPHQWYV BFWHEMW LR @ Q GDWR D W KWMK6H EQ@ LRLWPLLHV L { B KR ¥

SUHVHQWY LQ DOO PDWHULDO UHVSHFWV WKH ILQDQFKD\O ZARMGAWQ RQVD Q6 FIHYWM QW VE R L @S HUDWIVRKG\G RV R
DV DQ H[KLELW WR VX¥FIKIPRWBPRULJILQDO RI WKLY VWDWHPHQW KDV EHHQ SURYLGHG WR ,QWHO DQG ZLOO EH
&RPPLVVLRQ RXSRW/ WHITXIHV W

"‘DWHD QXD U\ %\ V /,37%68
/LS %XQ
&KLHI ([HFXWEMH PIQG 'LUHFWRU
3ULQFLSDO ([HFXWLYH 21
‘DWHD QXD U\ %\ V 9% =,161(5

'DYLG =LQVQHU
([HEXWILY¥H BUHVLGHQW DQG &KAHU )LQDQFLDO
3ULQFLSDO )LGFM@FLDO 2|



